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3DUW ,� %XGJHW $JJUHJDWHV

7KH ��������� %XGJHW GHPRQVWUDWHV WKH *RYHUQPHQW·V FRPPLWPHQW WR PDLQWDLQ WKH
EXGJHW LQ VXUSOXV ZKLOH $XVWUDOLD·V HFRQRPLF JURZWK SURVSHFWV UHPDLQ VRXQG� ,Q ERWK
DFFUXDO DQG FDVK WHUPV� WKH %XGJHW SURYLGHV IRU D VXEVWDQWLDOO\ VWUHQJWKHQHG VXUSOXV LQ
����������

7DEOH �� 6XPPDU\ RI &RPPRQZHDOWK *HQHUDO *RYHUQPHQW $FFUXDO
$JJUHJDWHV�D�

$FWXDO (VWLPDWHV 3URMHFWLRQV

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

5HYHQXH �$E� ����� ����� ����� ����� ����� �����

3HU FHQW RI *'3 ���� ���� ���� ���� ���� ����

([SHQVHV �$E� ����� ����� ����� ����� ����� �����

3HU FHQW RI *'3 ���� ���� ���� ���� ���� ����

2SHUDWLQJ UHVXOW �$E��E��F� ���� ��� ��� ��� ��� ����

$GMXVWPHQW �$E��G� ��� ���� ���� ��� ���� ����

)LVFDO EDODQFH �$E� ���� ��� ��� ��� ��� ����

3HU FHQW RI *'3 ���� ��� ��� ��� ��� ���

�D� 7KH ILJXUHV LQ WKH WDEOH PD\ QRW DGG GXH WR URXQGLQJ�
�E� 2SHUDWLQJ UHVXOW EHIRUH DEQRUPDO LWHPV�
�F� $FFUXDO GDWD IRU ������� DUH WDNHQ IURP WKH DQQXDO &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWV �&)6�� )URP

�������� WKH DFFRXQWLQJ WUHDWPHQW RI FHUWDLQ UHYHQXH LWHPV� LQ SDUWLFXODU WD[DWLRQ UHYHQXH DQG VRPH

GLYLGHQGV� KDV FKDQJHG� 6HH 6WDWHPHQW � IRU IXUWKHU LQIRUPDWLRQ�
�G� $GMXVWPHQWV IRU FDSLWDO DQG UHYDOXDWLRQV DUH UHTXLUHG WR GHULYH ILVFDO EDODQFH IURP WKH RSHUDWLQJ

UHVXOW �UHYHQXH OHVV H[SHQVHV�� 6HH IRRWQRWH � �SDJH ���� IRU IXUWKHU LQIRUPDWLRQ�

7DEOH �� 6XPPDU\ RI &RPPRQZHDOWK *HQHUDO *RYHUQPHQW &DVK
$JJUHJDWHV�D�

$FWXDO (VWLPDWHV 3URMHFWLRQV

������� ��������E� ��������E� ��������E� ��������E� ��������E�

8QGHUO\LQJ FDVK

EDODQFH �$E� ��� ��� ��� ��� ��� ����

3HU FHQW RI *'3 ��� ��� ��� ��� ��� ���

0HPRUDQGXP LWHP�

+HDGOLQH FDVK EDODQFH �$E� ���� ��� ���� ��� ���� ����

�D� (VWLPDWHG DQG SURMHFWHG FDVK EDODQFHV IURP ������� RQZDUGV DUH GHULYHG HVWLPDWHV XVLQJ GDWD IURP WKH
QHZ DFFUXDO DFFRXQWLQJ V\VWHP�

�E� )ROORZLQJ UHFHQW FKDQJHV LQ WKH $XVWUDOLDQ 1DWLRQDO $FFRXQWV VWDQGDUGV� WKH XQGHUO\LQJ DQG KHDGOLQH FDVK
EDODQFH HVWLPDWHV LQ WKH WDEOH IURP ������� RQZDUGV LQFOXGH SD\PHQWV E\ WKH &RPPRQZHDOWK LQ UHVSHFW

RI DFFXPXODWHG SXEOLF WUDGLQJ HQWHUSULVH �37(� VXSHUDQQXDWLRQ OLDELOLWLHV� 7KLV GHWUDFWV DURXQG $�ô ELOOLRQ
IURP WKH VXUSOXV LQ ������� DQG IROORZLQJ \HDUV�
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7KH ��������� %XGJHW LV WKH ILUVW &RPPRQZHDOWK EXGJHW WR EH SUHSDUHG XVLQJ DQ DFFUXDO
IUDPHZRUN� 7KH PDMRU DFFUXDO EXGJHW DJJUHJDWHV IRU ������� WR ������� DUH VKRZQ LQ
7DEOH � DERYH� 7KH XQGHUO\LQJ DQG KHDGOLQH FDVK EDODQFHV DUH UHSRUWHG LQ 7DEOH � DQG
SURYLGH D EXGJHW UHVXOW FRPSDUDEOH WR WKH FDVK EDVLV XVHG LQ SUHYLRXV \HDUV�

x ,Q DFFUXDO WHUPV� D ILVFDO VXUSOXV RI $��� ELOOLRQ� RU ��� SHU FHQW RI *'3� LV H[SHFWHG

LQ ���������� 7KLV LV DQ LPSURYHPHQW RI $��� ELOOLRQ RQ WKH HVWLPDWHG RXWFRPH
IRU ��������

x ,Q FDVK WHUPV� DQ XQGHUO\LQJ VXUSOXV RI $��� ELOOLRQ LV H[SHFWHG LQ ���������� 7KLV
XQGHUO\LQJ FDVK VXUSOXV KDV EHHQ DFKLHYHG GHVSLWH WKH LQFOXVLRQ LQ XQGHUO\LQJ RXWOD\V

RI DURXQG $�ô ELOOLRQ RI 3XEOLF 7UDGLQJ (QWHUSULVH �37(� UHODWHG VXSHUDQQXDWLRQ
SURYLVLRQV� 7KH LQFOXVLRQ RI SURYLVLRQV LV FRQVLVWHQW ZLWK UHFHQW UHYLVLRQV LQ QDWLRQDO

DFFRXQWLQJ VWDQGDUGV E\ WKH $XVWUDOLDQ %XUHDX RI 6WDWLVWLFV� 7KHVH SURYLVLRQV PDLQO\

LQYROYH SD\PHQWV WR FXUUHQW DQG IRUPHU HPSOR\HHV RI 7HOVWUD DQG $XVWUDOLD 3RVW ZKR
DUH� RU KDYH EHHQ� PHPEHUV RI &RPPRQZHDOWK VXSHUDQQXDWLRQ VFKHPHV� 3ULRU WR

�������� WKHVH SD\PHQWV ZHUH WUHDWHG DV ILQDQFLQJ WUDQVDFWLRQV DQG GLG QRW LPSDFW RQ
WKH XQGHUO\LQJ FDVK EDODQFH�

x ,Q �������� WKH ILVFDO VXUSOXV LV SURMHFWHG WR ULVH WR $7.2 ELOOLRQ RU ��� SHU FHQW RI *'3�
ZLWK VXEVWDQWLDO VXUSOXVHV DOVR SURMHFWHG LQ WKH \HDUV EH\RQG� 7KH XQGHUO\LQJ FDVK

VXUSOXV� KRZHYHU� LV SURMHFWHG WR EH $��� ELOOLRQ� 7KH SULQFLSDO UHDVRQ IRU WKH GLIIHUHQFH

LV WKH EULQJ�IRUZDUG RI FRPSDQ\ WD[ XQGHU WKH 3D\�$V�<RX�*R V\VWHP� $OWKRXJK
OLDELOLW\ DFFUXHV LQ ������� �DQG LV WKHUHIRUH FRXQWHG XQGHU DQ DFFUXDO V\VWHP�� WKH WD[

LV SDLG LQ LQVWDOPHQWV RYHU D QXPEHU RI \HDUV �DQG LV WKHUHIRUH QRW FRXQWHG XQGHU FDVK
DFFRXQWLQJ XQWLO DFWXDOO\ UHFHLYHG��

7KH ODUJH IDOOV LQ UHYHQXH DQG H[SHQVHV LQ ������� UHVXOW SULPDULO\ IURP FKDQJHV LQ
&RPPRQZHDOWK�6WDWH IXQGLQJ DV D UHVXOW RI WKH LPSOHPHQWDWLRQ RI WKH PHDVXUHV FRQWDLQHG

LQ $ 1HZ 7D[ 6\VWHP� LQ SDUWLFXODU WKH DEROLWLRQ RI )LQDQFLDO $VVLVWDQFH *UDQWV WR WKH
6WDWHV DQG :KROHVDOH 6DOHV 7D[� 7KH &RPPRQZHDOWK ZLOO FROOHFW UHYHQXH IURP WKH *RRGV
DQG 6HUYLFHV 7D[ �*67� RQ DQ DJHQF\ EDVLV IRU WKH 6WDWHV DQG 7HUULWRULHV DQG WKHUHIRUH
UHYHQXH IURP WKLV WD[ LV FODVVLILHG DV 6WDWH DQG 7HUULWRU\ UDWKHU WKDQ &RPPRQZHDOWK
UHYHQXH�
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%R[ �� $FFUXDO %XGJHWLQJ

7KH DGRSWLRQ RI DFFUXDO EXGJHWLQJ LQ WKH ��������� %XGJHW UHSUHVHQWV LQWHUQDWLRQDO
EHVW SUDFWLFH LQ SXEOLF VHFWRU ILQDQFLDO PDQDJHPHQW DQG UHSRUWLQJ� 7KH PDLQ DGYDQWDJH
RI DFFUXDO PHDVXUHV �DV RSSRVHG WR FDVK� LV WKDW WKH\ SURYLGH D PRUH FRPSUHKHQVLYH
LQGLFDWLRQ RI WKH WRWDO DFWLYLW\ RI JRYHUQPHQW DQG WKH ORQJ�WHUP HIIHFWV RI FXUUHQW
SROLF\� &DVK PHDVXUHV GR� KRZHYHU� KDYH VRPH DGYDQWDJHV IRU WUDFNLQJ H[SHQGLWXUHV LQ
D ILVFDO \HDU DQG KHOSLQJ WR LGHQWLI\ WKH VKRUW�WHUP HIIHFWV RI ILVFDO SROLF\ RQ WKH
HFRQRP\�

$FFUXDO EXGJHWLQJ EXLOGV XSRQ WKH KLJK VWDQGDUGV RI ILVFDO WUDQVSDUHQF\ DQG
DFFRXQWDELOLW\ DOUHDG\ HVWDEOLVKHG E\ WKH *RYHUQPHQW WKURXJK WKH &KDUWHU RI %XGJHW

+RQHVW\ $FW ����� 7KH DFFUXDO IUDPHZRUN VXSSRUWV WKH SULQFLSOHV RI VXVWDLQDELOLW\ DQG
VRXQG ILVFDO PDQDJHPHQW H[SUHVVHG LQ WKH &KDUWHU� 2QH RI WKHVH SULQFLSOHV LV WKDW WKH
*RYHUQPHQW HQVXUHV WKDW SROLF\ GHFLVLRQV KDYH UHJDUG WR WKHLU ILQDQFLDO HIIHFWV RQ
IXWXUH JHQHUDWLRQV�

$FFUXDO LQIRUPDWLRQ ZLOO DOORZ PDUNHWV� EXVLQHVV DQG FRQVXPHUV WR DVVHVV PRUH
HIIHFWLYHO\ WKH *RYHUQPHQW·V ILVFDO SHUIRUPDQFH RYHU WLPH� FRQVLVWHQW ZLWK WKH VSLULW RI
WKH &KDUWHU�

$W DQ DGPLQLVWUDWLYH OHYHO� DFFUXDO EXGJHWLQJ ZLOO UHTXLUH &RPPRQZHDOWK DJHQFLHV WR
DGRSW D PRUH ¶EXVLQHVV�OLNH· IRFXV DQG GLVFLSOLQH� )RU WKH ILUVW WLPH� WKH IXOO FRVW RI
&RPPRQZHDOWK VHUYLFH GHOLYHU\ ZLOO EH EURXJKW WR ERRN� DQG SXEOLF VHFWRU PDQDJHUV
ZLOO EH DFFRXQWDEOH IRU WKH SHUIRUPDQFH RI WKHLU DJHQFLHV LQ FRQWULEXWLQJ WR DFKLHYLQJ
JRYHUQPHQW RXWFRPHV�

7KH *RYHUQPHQW·V NH\ ILVFDO LQGLFDWRU LQ WKH QHZ DFFUXDO IUDPHZRUN LV WKH ¶ILVFDO EDODQFH·�
7KH ILVFDO EDODQFH LV WKH DFFUXDO HTXLYDOHQW RI WKH XQGHUO\LQJ FDVK EDODQFH� $ ILVFDO VXUSOXV
LQGLFDWHV WKDW WKH *RYHUQPHQW LV VDYLQJ PRUH WKDQ HQRXJK WR ILQDQFH DOO RI LWV LQYHVWPHQW
VSHQGLQJ DQG LV� WKHUHIRUH� QRW GLUHFWO\ FRQWULEXWLQJ WR WKH FXUUHQW DFFRXQW GHILFLW��

:KLOH WKH ILVFDO EDODQFH LV WKH DFFUXDO HTXLYDOHQW RI WKH XQGHUO\LQJ FDVK EDODQFH� WKHUH ZLOO

EH GLIIHUHQFHV EHWZHHQ WKH WZR PHDVXUHV DULVLQJ PDLQO\ IURP WLPLQJ GLIIHUHQFHV LQ WKH

� 7KH ILVFDO EDODQFH FDQ EH GHULYHG IURP WKH DFFRXQWLQJ VWDQGDUG RSHUDWLQJ UHVXOW �WKH GLIIHUHQFH EHWZHHQ

UHYHQXH DQG H[SHQVHV� E\ PDNLQJ WZR DGMXVWPHQWV� 7KH ILUVW DGMXVWPHQW LV IRU FDSLWDO� ,Q RUGHU WR FDSWXUH
JRYHUQPHQW LQYHVWPHQW� WKH ILVFDO EDODQFH LQFRUSRUDWHV QHW FDSLWDO H[SHQGLWXUH� EXW QRW FDSLWDO XVH RU
GHSUHFLDWLRQ� 7KH VHFRQG DGMXVWPHQW LV IRU UHYDOXDWLRQV �FKDQJHV WR WKH YDOXH RI DVVHWV DQG OLDELOLWLHV��
5HYDOXDWLRQV DUH LQFOXGHG LQ WKH RSHUDWLQJ UHVXOW� EXW WKH\ GR QRW DIIHFW WKH ILVFDO EDODQFH� ,Q DGGLWLRQ�
VRPH IXUWKHU DGMXVWPHQWV PD\ EH UHTXLUHG WR FDSWXUH GLIIHUHQFHV EHWZHHQ *RYHUQPHQW )LQDQFH 6WDWLVWLFV

�*)6� VWDQGDUGV GHILQHG E\ WKH $XVWUDOLDQ %XUHDX RI 6WDWLVWLFV �ZKLFK DUH XVHG DV WKH EDVLV IRU FDOFXODWLQJ
WKH ILVFDO EDODQFH� DQG $XVWUDOLDQ $FFRXQWLQJ 6WDQGDUGV �ZKLFK DUH XVHG DV WKH EDVLV IRU FDOFXODWLQJ WKH
RSHUDWLQJ UHVXOW�� 7KH ILVFDO EDODQFH LV DOVR DQ DJJUHJDWH LQ WKH *)6 RSHUDWLQJ VWDWHPHQW �VHH 6WDWHPHQW ���
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UHFRUGLQJ RI WUDQVDFWLRQV XQGHU DFFUXDO DQG FDVK DFFRXQWLQJ� )RU H[DPSOH� LQ �������
GLIIHUHQFHV DULVH LQ WKH DFFUXDO DQG FDVK WUHDWPHQWV RI FRPSDQ\ WD[ FKDQJHV XQGHU WKH
SURSRVHG 3D\�$V�<RX�*R DUUDQJHPHQWV DQQRXQFHG LQ $ 1HZ 7D[ 6\VWHP�

�

&RLQFLGLQJ ZLWK WKH PRYH WR DFFUXDO EXGJHWLQJ� WKH PDLQ IRFXV RI EXGJHW UHSRUWLQJ KDV
EURDGHQHG WR HQFRPSDVV WKH JHQHUDO JRYHUQPHQW VHFWRU �SUHYLRXVO\ WKH EXGJHW VHFWRU ZDV
WKH PDLQ IRFXV�� 7KH JHQHUDO JRYHUQPHQW VHFWRU LQFOXGHV QRQ�FRPPHUFLDO JRYHUQPHQW
DXWKRULWLHV VXFK DV WKH &6,52 DQG $%&� 7KH LQFOXVLRQ RI WKHVH DXWKRULWLHV KDV RQO\ D
PDUJLQDO HIIHFW RQ WKH ILVFDO EDODQFH� DGGLQJ $115PLOOLRQ LQ ����������

7KH ILVFDO EDODQFH DQG RWKHU DFFUXDO PHDVXUHV DUH GLVFXVVHG LQ IXUWKHU GHWDLO LQ
$SSHQGL[ $ WR WKLV 6WDWHPHQW�

� $FFUXDO UHYHQXH LV UHFRJQLVHG DW WKH WLPH DQ DVVHVVPHQW IRU WD[DWLRQ RFFXUV� 1HZ FRPSDQ\ WD[ SD\PHQW

DUUDQJHPHQWV FRPPHQFLQJ LQ ������� ZLOO LQYROYH VRPH FRPSDQLHV EHLQJ DVVHVVHG IRU WD[ XQGHU ERWK WKH
H[LVWLQJ DQG QHZ SD\PHQW DUUDQJHPHQWV� UHVXOWLQJ LQ KLJKHU DFFUXHG UHYHQXH LQ WKDW \HDU� $V DQQRXQFHG LQ

$ 1HZ 7D[ 6\VWHP� FRPSDQLHV ZLOO EH DOORZHG WR GHIHU SDUW RI WKLV WD[ OLDELOLW\ WR VPRRWK DFWXDO WD[
SD\PHQWV LQ �������� &RPSDUHG WR DFFUXDO UHYHQXH� FDVK UHFHLSWV DUH ORZHU LQ ������� DQG KLJKHU LQ ODWHU
\HDUV DV D UHVXOW RI WKHVH FKDQJHV�
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3DUW ,,� (FRQRPLF )UDPHZRUN

,Q ��������� WKH $XVWUDOLDQ HFRQRP\ ZLOO FRQWLQXH WR EHQHILW IURP VRXQG PHGLXP�WHUP
ILVFDO DQG PRQHWDU\ SROLFLHV LPSOHPHQWHG LQ WKH *RYHUQPHQW·V ILUVW WHUP� 7KH UHFHQW
ILQDQFLDO FULVLV LQ $VLD KDV GHPRQVWUDWHG WKH VRFLDO DQG HFRQRPLF GLVORFDWLRQ WKDW FDQ
RFFXU ZKHQ ILQDQFLDO PDUNHWV ORVH FRQILGHQFH LQ WKH GRPHVWLF SROLF\ IUDPHZRUN�

7KLV \HDU·V %XGJHW LV VHW DJDLQVW FRQWLQXLQJ XQFHUWDLQW\ LQ WKH LQWHUQDWLRQDO HFRQRP\�
:KLOH WKHUH DUH VLJQV RI UHFRYHU\ LQ VRPH $VLDQ HFRQRPLHV� FRQWLQXLQJ VWUXFWXUDO
SUREOHPV� SDUWLFXODUO\ LQ WKH ILQDQFLDO DQG FRUSRUDWH VHFWRUV� UDLVH TXHVWLRQV DERXW WKH
VXVWDLQDELOLW\ RI DQ\ LPSURYHPHQW� 7KH HIIHFWV RI WKH $VLDQ ILQDQFLDO FULVLV DQG WKH
DVVRFLDWHG VORZGRZQ LQ WKH ZRUOG HFRQRP\ LQ ���� DQG ���� DUH OLNHO\ WR SHUVLVW LQWR WKH
FRPLQJ \HDU� 1HYHUWKHOHVV� VRXQG GRPHVWLF HFRQRPLF IXQGDPHQWDOV DQG SROLF\ VHWWLQJV
VKRXOG FRQWLQXH WR PLQLPLVH WKHLU DGYHUVH LPSDFW RQ $XVWUDOLD�

)ROORZLQJ YHU\ VWURQJ JURZWK LQ H[FHVV RI � SHU FHQW LQ ������� DQG �������� WKH
$XVWUDOLDQ HFRQRP\ LV H[SHFWHG WR JURZ E\ D VROLG � SHU FHQW LQ ���������� 7KLV RXWORRN
FRPSDUHV YHU\ IDYRXUDEO\ ZLWK RWKHU GHYHORSHG HFRQRPLHV DQG FRXQWULHV LQ WKH UHJLRQ�

$V GLVFXVVHG LQ 6WDWHPHQW �� WKH H[SHFWHG PRGHUDWLRQ LQ JURZWK LQ ��������� UHIOHFWV WKH
LPSDFW RI FRQWLQXHG EHORZ�WUHQG JURZWK LQ WKH ZRUOG HFRQRP\ RQ WKH GRPHVWLF HFRQRP\�

6RPH PRGHUDWLRQ LQ HPSOR\PHQW JURZWK LV H[SHFWHG RYHU WKH FRXUVH RI ��������� LQ OLQH
ZLWK WKH PRGHUDWLRQ LQ GRPHVWLF HFRQRPLF JURZWK� 1HYHUWKHOHVV� HPSOR\PHQW JURZWK LV
H[SHFWHG WR UHPDLQ VROLG� ZLWK WKH XQHPSOR\PHQW UDWH FRQVROLGDWLQJ UHFHQW IDOOV WR UHPDLQ
DURXQG �ó SHU FHQW RYHU ����������

7KH LQIODWLRQ UDWH LV H[SHFWHG WR ULVH RQO\ PRGHVWO\� IURP DQ DYHUDJH �ô SHU FHQW
LQ ������� WR � SHU FHQW LQ ���������� ,W LV QRZ FOHDU WKDW WKH LPSDFW RQ LQIODWLRQ RI WKH
GHSUHFLDWLRQ LQ WKH $XVWUDOLDQ GROODU VLQFH WKH RQVHW RI WKH $VLDQ GRZQWXUQ ZLOO EH OHVV
WKDQ WKDW LPSOLHG E\ SDVW H[SHULHQFH� UHIOHFWLQJ HQKDQFHG FRPSHWLWLYH SUHVVXUHV� ERWK
GRPHVWLFDOO\ DQG LQWHUQDWLRQDOO\�

7KH IDYRXUDEOH FRPELQDWLRQ RI D UHDO H[FKDQJH UDWH GHSUHFLDWLRQ DQG FRQWLQXHG ORZ
LQWHUHVW UDWHV PDGH SRVVLEOH E\ VRXQG PDFURHFRQRPLF SROLF\ KDV EHHQ D PDMRU FRQWULEXWRU
WR WKH HFRQRP\·V UHFHQW UHVLOLHQFH� )LQDQFLDO PDUNHWV KDYH UHWDLQHG FRQILGHQFH LQ
$XVWUDOLD·V HFRQRPLF IXQGDPHQWDOV DQG SROLF\ VHWWLQJV DQG ORQJ�WHUP LQWHUHVW UDWH
GLIIHUHQWLDOV ZLWK WKH 8QLWHG 6WDWHV KDYH UHPDLQHG ORZ� $V WKH H[FKDQJH UDWH GHSUHFLDWLRQ
KDV QRW EHHQ GLVVLSDWHG LQ KLJKHU GRPHVWLF LQIODWLRQ WKH HFRQRP\ FRQWLQXHV WR HQMR\ WKH
EHQHILWV RI LPSURYHG FRPSHWLWLYHQHVV� ZKLOH PDLQWDLQLQJ UHODWLYHO\ ORZ LQWHUHVW UDWHV�

7KH *RYHUQPHQW·V PDLQ SROLF\ SULRULWLHV DUH WR PD[LPLVH VXVWDLQDEOH JURZWK WR LPSURYH
OLYLQJ VWDQGDUGV DQG FUHDWH FRQGLWLRQV WR IXUWKHU UHGXFH XQHPSOR\PHQW� $FKLHYLQJ WKHVH
JRDOV ZLOO UHTXLUH RQJRLQJ SROLF\ DWWHQWLRQ WR HQVXUH WKDW LQIODWLRQ DQG FXUUHQW DFFRXQW
SUHVVXUHV GR QRW FRQVWUDLQ WKH HFRQRP\·V FDSDFLW\ IRU JURZWK� 3ROLF\ PXVW PDLQWDLQ
GLVFLSOLQH RQ LQIODWLRQ DQG SXEOLF VDYLQJ� FRQVLVWHQW ZLWK WKH PHGLXP�WHUP IUDPHZRUNV IRU
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PRQHWDU\ DQG ILVFDO SROLF\� WDNLQJ DFFRXQW RI WKH QHHG WR PDLQWDLQ DGHTXDWH GHPDQG
JURZWK�

$V GLVFXVVHG LQ 6WDWHPHQW �� LPSURYHPHQWV LQ WKH PDFURHFRQRPLF SROLF\ IUDPHZRUN DQG

VWUXFWXUDO UHIRUPV VKRXOG DOORZ WKH $XVWUDOLDQ HFRQRP\ WR FRQWLQXH WR JURZ VWURQJO\ RYHU
WKH PHGLXP WHUP� 3URYLGHG WKH PDFURHFRQRPLF SROLF\ IUDPHZRUN LV VXVWDLQHG DQG

FRQWLQXHG SURJUHVV LV PDGH RQ VWUXFWXUDO UHIRUP� DYHUDJH HFRQRPLF JURZWK RI
�ó WR � SHU FHQW FRXOG EH VXVWDLQHG RYHU WKH HDUO\ \HDUV RI WKH QH[W GHFDGH� 6XFK D

JURZWK UDWH ZRXOG VHH D IXUWKHU VXEVWDQWLDO UHGXFWLRQ LQ WKH XQHPSOR\PHQW UDWH�

&RQWLQXHG DGKHUHQFH WR WKH *RYHUQPHQW·V PHGLXP�WHUP ILVFDO VWUDWHJ\ LV D SDUWLFXODUO\

LPSRUWDQW FRPSRQHQW LQ DFKLHYLQJ VXVWDLQHG� VWURQJ HFRQRPLF JURZWK� 5HVWRULQJ WKH
&RPPRQZHDOWK EXGJHW WR VXUSOXV KDV KHOSHG OLPLW WKH ULVH LQ WKH FXUUHQW DFFRXQW GHILFLW�

DQG KDV SOD\HG D YHU\ LPSRUWDQW UROH LQ UHWDLQLQJ WKH FRQILGHQFH RI ILQDQFLDO PDUNHWV DQG

KHOSLQJ WR PDLQWDLQ D ORZ LQWHUHVW UDWHV HQYLURQPHQW� 7KH FXUUHQW DFFRXQW GHILFLW LV
H[SHFWHG WR DYHUDJH �ô SHU FHQW RI *'3 LQ ���������� VOLJKWO\ GRZQ IURP DQ H[SHFWHG

�ó SHU FHQW RI *'3 LQ ��������

,PSRUWDQWO\� WKH LQFUHDVH LQ WKH FXUUHQW DFFRXQW GHILFLW UHIOHFWV SULYDWH VDYLQJ DQG

LQYHVWPHQW GHFLVLRQV� UDWKHU WKDQ JRYHUQPHQW ERUURZLQJ� 3ULYDWH VHFWRU VDYLQJ DQG
LQYHVWPHQW GHFLVLRQV DUH QRZ EHWWHU EDVHG WKDQ WKH\ KDYH EHHQ LQ SDVW F\FOHV DV D UHVXOW RI

PLFURHFRQRPLF UHIRUP DQG ORZ LQIODWLRQ� ,Q WKLV HQYLURQPHQW WKH QDWLRQ·V DELOLW\ WR

VHUYLFH H[WHUQDO GHEW VKRXOG QRW EH DW LVVXH�

*RRG PDFURHFRQRPLF SROLF\ LV D QHFHVVDU\ FRQGLWLRQ IRU VXVWDLQLQJ VWURQJ JURZWK DQG

VLJQLILFDQWO\ UHGXFLQJ XQHPSOR\PHQW� %XW WKHUH DUH OLPLWV WR ZKDW PDFURHFRQRPLF SROLF\
DORQH FDQ DFKLHYH� $V QRWHG DERYH� SROLF\ QHHGV WR FRQWLQXH WR DGGUHVV VWUXFWXUDO EDUULHUV

WR UDLVLQJ SURGXFWLYLW\ DQG ORZHULQJ XQHPSOR\PHQW� ZLWK SDUWLFXODU HPSKDVLV RQ WD[
UHIRUP DQG IXUWKHU ODERXU PDUNHW UHIRUP� 6XFK UHIRUPV� FRPELQHG ZLWK VRXQG

PDFURHFRQRPLF SROLF\ VHWWLQJV� DUH QHFHVVDU\ IRU D VXVWDLQHG UHGXFWLRQ LQ XQHPSOR\PHQW�

7KH ��������� %XGJHW LV DQ LQWHJUDO SDUW RI WKH SROLF\ IUDPHZRUN QHFHVVDU\ IRU VXVWDLQHG

KLJK HFRQRPLF JURZWK� ,W GHOLYHUV RQ WKH *RYHUQPHQW·V FRPPLWPHQW WR PDLQWDLQ EXGJHW

VXUSOXVHV ZKLOH HFRQRPLF JURZWK SURVSHFWV UHPDLQ VRXQG� 7KH %XGJHW FRQWLQXHV WKH
*RYHUQPHQW·V FRPPLWPHQW WR ILVFDO UHVSRQVLELOLW\� ZKLOH SURYLGLQJ D FRPSUHKHQVLYH

SDFNDJH RI PHDVXUHV WDUJHWLQJ SULRULW\ DUHDV RI KHDOWK� HGXFDWLRQ DQG WUDLQLQJ� PXWXDO
REOLJDWLRQ� UHVHDUFK DQG GHYHORSPHQW� DQG WKH VRFLDO DQG HFRQRPLF LQIUDVWUXFWXUH RI

UHJLRQDO DQG UXUDO $XVWUDOLD� ,Q DGGLWLRQ� WKH LQWURGXFWLRQ RI DFFUXDO EXGJHWLQJ DOVR
UHSUHVHQWV DQ LPSRUWDQW VWHS LQ WKH *RYHUQPHQW·V ILQDQFLDO PDQDJHPHQW DQG UHIRUP

SURJUDPPH�
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3DUW ,,,� )LVFDO 2XWORRN DQG 6WUDWHJ\

),6&$/ 287/22.

7KH %XGJHW PDLQWDLQV D VRXQG ILVFDO RXWORRN ZLWK VXUSOXVHV LQ ��������� DQG RYHU WKH
SHULRG RI WKH IRUZDUG SURMHFWLRQV� 7KH ILVFDO EDODQFH IRU ��������� LV H[SHFWHG WR EH LQ
VXUSOXV E\ $5.4 ELOOLRQ� DQ LQFUHDVH IURP WKH $3.1 ELOOLRQ VXUSOXV H[SHFWHG LQ �������� 7KH
XQGHUO\LQJ FDVK VXUSOXV IRU ��������� LV H[SHFWHG WR EH $��� ELOOLRQ� D VXEVWDQWLDO LQFUHDVH
IURP WKH H[SHFWHG RXWFRPH RI $2.9ELOOLRQ LQ ������� �WKHVH HVWLPDWHV DOORZ IRU D
UHGXFWLRQ RI DURXQG $�ô ELOOLRQ SHU \HDU IURP &RPPRQZHDOWK SD\PHQWV IRU 37(
VXSHUDQQXDWLRQ SURYLVLRQV��

&KDUW � VKRZV WKH UHFHQW RXWFRPHV� FXUUHQW HVWLPDWHV DQG SURMHFWLRQV IRU UHYHQXHV�
H[SHQVHV DQG WKH ILVFDO EDODQFH IRU WKH &RPPRQZHDOWK JHQHUDO JRYHUQPHQW VHFWRU�
&KDUW � VKRZV WKH XQGHUO\LQJ FDVK EDODQFH� DJDLQ IRU WKH &RPPRQZHDOWK JHQHUDO
JRYHUQPHQW VHFWRU� RYHU D ORQJHU SHULRG�



����

&KDUW �� %XGJHW %DODQFHV�D�

3DQHO $� *HQHUDO *RYHUQPHQW 5HYHQXH DQG ([SHQVHV
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�D� $FFUXDO GDWD SULRU WR ������� DUH WDNHQ IURP WKH DQQXDO &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWV� )URP
�������� WKH DFFRXQWLQJ WUHDWPHQW RI FHUWDLQ UHYHQXH LWHPV� LQ SDUWLFXODU WD[DWLRQ UHYHQXH DQG VRPH

GLYLGHQGV� KDV FKDQJHG� 6HH 6WDWHPHQW � IRU IXUWKHU LQIRUPDWLRQ�
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&KDUW �� 8QGHUO\LQJ &DVK %DODQFH�D�
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�D� )URP ������� RQZDUGV WKH XQGHUO\LQJ FDVK EDODQFH HVWLPDWHV LQFOXGH SD\PHQWV E\ WKH &RPPRQZHDOWK LQ
UHVSHFW RI DFFXPXODWHG 37( VXSHUDQQXDWLRQ OLDELOLWLHV� 7KLV GHWUDFWV DURXQG $�ô ELOOLRQ IURP WKH VXUSOXV

LQ ������� DQG IROORZLQJ \HDUV�

2YHU WKH IRUZDUG HVWLPDWHV SHULRG� ERWK UHYHQXH DQG H[SHQVHV DV D SURSRUWLRQ RI *'3

DUH H[SHFWHG WR IDOO VLJQLILFDQWO\� 7KHVH UHGXFWLRQV DUH ODUJHO\ GULYHQ E\ WKH DEROLWLRQ RI

)LQDQFLDO $VVLVWDQFH *UDQWV WR WKH 6WDWHV DQG 7HUULWRULHV� WKH DEROLWLRQ RI :KROHVDOH 6DOHV

7D[ DQG WKH SHUVRQDO LQFRPH WD[ FXWV DULVLQJ IURP WKH LQWURGXFWLRQ RI $ 1HZ 7D[ 6\VWHP�

7KH PDMRU HFRQRPLF SDUDPHWHUV XQGHUSLQQLQJ WKH EXGJHW HVWLPDWHV DUH VXPPDULVHG LQ

7DEOH �� 7KH HFRQRPLF IRUHFDVWV DUH GLVFXVVHG LQ GHWDLO LQ 6WDWHPHQW ��

7KH HFRQRPLF SDUDPHWHUV DUH EDVHG RQ IRUHFDVWV IRU ������� DQG ��������� DQG

PHGLXP�WHUP SURMHFWLRQV IRU WKH IROORZLQJ WKUHH ILQDQFLDO \HDUV� 7KH SURMHFWLRQV IRU

HFRQRPLF JURZWK LQ WKH RXW\HDUV DUH EDVHG RQ DQ DQDO\VLV RI XQGHUO\LQJ WUHQGV� ZKLOH WKH

SURMHFWLRQV IRU LQIODWLRQ DUH FRQVLVWHQW ZLWK WKH PLG�SRLQW RI WKH PHGLXP�WHUP LQIODWLRQ

WDUJHW EDQG� 7KH LPSDFW RQ SULFHV RI WKH WD[ UHIRUPV XQGHU $ 1HZ 7D[ 6\VWHP LV QRW

LQFOXGHG LQ WKH SURMHFWLRQV� +RZHYHU� WKLV LPSDFW KDV EHHQ WDNHQ LQWR DFFRXQW VHSDUDWHO\

LQ SURMHFWLQJ WKH UHYHQXHV DQG H[SHQVHV DIIHFWHG E\ WKH WD[ UHIRUPV�

7DEOH �� 0DMRU (FRQRPLF 3DUDPHWHUV �SHUFHQWDJH FKDQJH IURP

SUHYLRXV \HDU�

)RUHFDVWV 3URMHFWLRQV

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

5HDO *'3 �ô � �ó �ó �ó

(PSOR\PHQW�D� �ô �õ � � �

:DJHV�E� �ô �õ �ó �ó �ó

&3, �ô � �ó �ó �ó

�D� /DERXU )RUFH 6XUYH\ EDVLV�

�E� $YHUDJH HDUQLQJV �QDWLRQDO DFFRXQWV EDVLV��
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7DEOH � SURYLGHV D UHFRQFLOLDWLRQ EHWZHHQ WKH XQGHUO\LQJ FDVK HVWLPDWHV UHOHDVHG DW WKH
WLPH RI WKH ������� %XGJHW DQG WKH ������� 0<()2� DQG ILVFDO EDODQFH HVWLPDWHV DW WKH
WLPH RI WKH ������� 0<()2 DQG ��������� %XGJHW�

7DEOH �� 5HFRQFLOLDWLRQ RI ������� %XGJHW� 0<()2 DQG ��������� %XGJHW

*HQHUDO *RYHUQPHQW (VWLPDWHV
�D�

�������
�$P�

�������
�$P�

�������
�$P�

�������
�$P�

������� %XGJHW XQGHUO\LQJ FDVK EDODQFH ���� ���� ���� �����

�SHU FHQW RI *'3� ��� ��� ��� ���

&KDQJHV EHWZHHQ ������� %XGJHW DQG ������� 0<()2

(IIHFW RI SROLF\ GHFLVLRQV�E�

5HYHQXH ��� ��� ������ ������

8QGHUO\LQJ RXWOD\V ���� ����� ����� �����

7RWDO ���� ����� ����� �����

(IIHFW RI SDUDPHWHU DQG RWKHU YDULDWLRQV

5HYHQXH ���� ����� ����� �����

8QGHUO\LQJ RXWOD\V ���� ���� ���� ����

7RWDO ���� ���� ��� ���

������� 0<()2 XQGHUO\LQJ FDVK EDODQFH ���� ���� ���� ����

������� 0<()2 ILVFDO EDODQFH�F� ���� ���� ���� ����

&KDQJHV EHWZHHQ ������� 0<()2 DQG
��������� %XGJHW

(IIHFW RI SROLF\ GHFLVLRQV

5HYHQXH ���� ���� ���� ���

([SHQVHV ��� ���� ����� �����

&DSLWDO � � ��� ��

'HSUHFLDWLRQ DGMXVWPHQW � �� �� �

7RWDO �� ����� ����� �����

(IIHFW RI SDUDPHWHU DQG RWKHU YDULDWLRQV

5HYHQXH ��� ���� ���� ����

([SHQVHV ���� ��� ��� ����

&DSLWDO�G� ���� ���� ���� ����

2WKHU DGMXVWPHQWV�H� ��� ��� ��� ���

7RWDO ���� ���� ��� �����

��������� %XGJHW ILVFDO EDODQFH ���� ���� ���� ����

�SHU FHQW RI *'3� ��� ��� ��� ���

�D� $ SRVLWLYH VLJQ LQGLFDWHV DQ LPSURYHPHQW LQ WKH ILVFDO EDODQFH DQG D QHJDWLYH VLJQ LQGLFDWHV D GHWHULRUDWLRQ
LQ WKH ILVFDO EDODQFH�

�E� ,QFOXGHV WRWDO EXGJHWDU\ FRVWV RI $ 1HZ 7D[ 6\VWHP �LQFOXGLQJ WKH SXEOLF GHEW LQWHUHVW HIIHFWV�� )RU DOO

RWKHU SROLF\ GHFLVLRQV WKH SXEOLF GHEW LQWHUHVW HIIHFWV DUH LQFOXGHG LQ SDUDPHWHU DQG RWKHU YDULDWLRQV�

�F� (VWLPDWHV RI WKH ILVFDO EDODQFH DW WKH ������� 0<()2 DUH EDVHG RQ DFFUXDO GDWD FROOHFWHG IRU WKH

��������� %XGJHW�

�G� 'HULYHG IURP PRYHPHQWV LQ SK\VLFDO DQG LQWDQJLEOH DVVHWV LQ WKH EDODQFH VKHHW�

�H� ,QFOXGHV YDULDWLRQV LQ GHSUHFLDWLRQ DQG HFRQRPLF UHYDOXDWLRQV�
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3DUDPHWHU DQG RWKHU YDULDWLRQV VLQFH WKH ������� 0<()2 UHGXFH H[SHQVHV LQ ���������
DQG LQ ����²��� 7KLV PDLQO\ UHIOHFWV GUDZ�GRZQV LQ WKH FRQVHUYDWLYH ELDV DOORZDQFH��
ORZHU XQHPSOR\PHQW IRUHFDVWV� UHGXFHG SHQVLRQ DQG EHQHILW SD\PHQWV GXH WR ORZHU &3,

IRUHFDVWV� DQG ORZHU WKDQ H[SHFWHG JURZWK LQ EHQHILFLDU\ QXPEHUV� 7KHVH DUH SDUWLDOO\
RIIVHW E\ LQFUHDVHG H[SHQVHV PDLQO\ DVVRFLDWHG ZLWK KLJKHU HVWLPDWHV RI VFKRROV IXQGLQJ�

UHVLGHQWLDO DJHG FDUH DQG KLJKHU HGXFDWLRQ RSHUDWLQJ JUDQWV�

2Q WKH UHYHQXH VLGH� SDUDPHWHU DQG RWKHU YDULDWLRQV VLQFH WKH ������� 0<()2 KDYH D

QHW SRVLWLYH LPSDFW RQ UHYHQXH LQ ��������� GULYHQ E\ KLJKHU LQGLYLGXDO DQG RWKHU LQFRPH
WD[HV� RXWZHLJKLQJ ORZHU LQGLUHFW WD[ UHYHQXH� +LJKHU WKDQ H[SHFWHG GLYLGHQG SD\PHQWV

DOVR VXEVWDQWLDOO\ LQFUHDVH UHYHQXH LQ ���������� ,Q WKH RXW\HDUV� SDUDPHWHU DQG RWKHU
YDULDWLRQV KDYH D QHJDWLYH LPSDFW RQ UHYHQXH� 7KLV LV PDLQO\ GXH WR ORZHU IRUHFDVWV RI

FXVWRPV DQG H[FLVH GXW\� DV ZHOO DV ORZHU SXEOLF GHEW LQWHUHVW UHYHQXHV�

7KH ��������� %XGJHW SURYLGHV IRU WDUJHWHG QHZ SROLF\ VSHQGLQJ ODUJHO\ DVVRFLDWHG ZLWK
PHHWLQJ WKH *RYHUQPHQW·V HOHFWLRQ FRPPLWPHQWV� 0DMRU SROLF\ GHFLVLRQV WDNHQ VLQFH

WKH ������� 0<()2 LQFOXGH�

x LPSURYHG IXQGLQJ DUUDQJHPHQWV IRU QRQ�JRYHUQPHQW VFKRROV �$��� PLOOLRQ RYHU
IRXU \HDUV WR �������� IRU WKH ������� VFKRRO TXDGUHQQLXP WKLV ZLOO DPRXQW WR
$��� PLOOLRQ��

x LPSURYLQJ OLWHUDF\ DQG QXPHUDF\ LQ VFKRROV �$��� PLOOLRQ RYHU IRXU \HDUV��

x DGGLWLRQDO IXQGLQJ IRU WKH 1DWLRQDO ,OOLFLW 'UXJ 6WUDWHJ\ �RYHU $�� PLOOLRQ IRU H[LVWLQJ
VWUDWHJLHV DQG $��� PLOOLRQ RYHU IRXU \HDUV IRU QHZ LQWHUYHQWLRQ DQG GLYHUVLRQ
VWUDWHJLHV��

x LQFUHDVHG IXQGLQJ IRU KHDOWK DQG PHGLFDO UHVHDUFK IXQGHG WKURXJK WKH 1DWLRQDO +HDOWK
DQG 0HGLFDO 5HVHDUFK &RXQFLO �$��� PLOOLRQ RYHU IRXU \HDUV� DPRXQWLQJ WR
$��� PLOOLRQ RYHU WKH QH[W VL[ \HDUV��

x D SULPDU\ KHDOWK FDUH SDFNDJH IRU ROGHU $XVWUDOLDQV DQG WKRVH ZLWK FKURQLF FRQGLWLRQV
�$��� PLOOLRQ RYHU IRXU \HDUV��

x IXQGLQJ IRU KHDULQJ VHUYLFHV �$��� PLOOLRQ RYHU IRXU \HDUV��

x LQFUHDVHG IXQGLQJ IRU QDWLRQDO KLJKZD\V DQG URDGV RI QDWLRQDO LPSRUWDQFH
�$��� PLOOLRQ RYHU IRXU \HDUV��

� 7KH IRUZDUG HVWLPDWHV DUH EDVHG RQ GHFLVLRQV DOUHDG\ PDGH DQG HFRQRPLF SURMHFWLRQV� 7KH\ DOVR LQFOXGH
DQ DOORZDQFH IRU WKH HVWDEOLVKHG WHQGHQF\ IRU VSHQGLQJ RQ H[LVWLQJ *RYHUQPHQW SROLF\ �SDUWLFXODUO\

GHPDQG GULYHQ SURJUDPPHV� WR EH KLJKHU WKDQ HVWLPDWHG� 7KLV DOORZDQFH� NQRZQ DV WKH FRQVHUYDWLYH ELDV
DOORZDQFH� LV LQFOXGHG DV SDUW RI WKH FRQWLQJHQF\ UHVHUYH LQ WKH IRUZDUG HVWLPDWHV DW WKH EHJLQQLQJ RI HDFK
EXGJHW \HDU� ,W LV WKHQ JUDGXDOO\ UHGXFHG DV WKH \HDU SURJUHVVHV VR WKDW WKH EXGJHW \HDU FRQVHUYDWLYH ELDV
DOORZDQFH LV ]HUR�
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x DGGLWLRQDO IXQGLQJ IRU DQ H[SDQVLRQ RI :RUN IRU WKH 'ROH IRU <HDU �� VFKRRO OHDYHUV
�$�� PLOOLRQ RYHU IRXU \HDUV� DQG D IXUWKHU H[SDQVLRQ RI WKH SULQFLSOH RI 0XWXDO
2EOLJDWLRQ WR ORQJ�WHUP XQHPSOR\HG SHRSOH DJHG EHWZHHQ �� DQG ��� DQG

x WD[DWLRQ FKDQJHV WR HQFRXUDJH SKLODQWKURS\ �$��� PLOOLRQ RYHU IRXU \HDUV��

$ IXOO GHVFULSWLRQ RI DOO SROLF\ GHFLVLRQV WDNHQ VLQFH WKH ������� 0<()2 FDQ EH IRXQG LQ
%XGJHW 3DSHU 1R� ��

$SSHQGL[ & LQ 6WDWHPHQW � FRQWDLQV D 6WDWHPHQW RI 5LVNV ZKLFK GHWDLOV SRWHQWLDO IDFWRUV
ZKLFK FRXOG PDWHULDOO\ DIIHFW WKH ILVFDO RXWORRN� 2QH LPSRUWDQW IDFWRU ZLOO EH YDULDWLRQV LQ
WKH HFRQRPLF SDUDPHWHUV� $ GLVFXVVLRQ RI WKH HVWLPDWHG VHQVLWLYLW\ RI WKH H[SHQVHV DQG
UHYHQXH HVWLPDWHV WR FKDQJHV LQ HFRQRPLF SDUDPHWHUV LV SURYLGHG LQ $SSHQGL[ % RI
6WDWHPHQW ��

),6&$/ 675$7(*<

7KH ��������� %XGJHW KDV EHHQ IUDPHG DJDLQVW WKH *RYHUQPHQW·V PHGLXP�WHUP ILVFDO
VWUDWHJ\� FRQVLVWHQW ZLWK WKH UHTXLUHPHQWV RI WKH &KDUWHU RI %XGJHW +RQHVW\ $FW ����� 7KH
&KDUWHU UHTXLUHV WKH *RYHUQPHQW WR VHW RXW LWV PHGLXP�WHUP VWUDWHJ\ LQ HDFK EXGJHW�
DORQJ ZLWK LWV VKRUWHU�WHUP REMHFWLYHV DQG WDUJHWV� 7KH *RYHUQPHQW LV DOVR UHTXLUHG WR
GHWHUPLQH LWV ILVFDO REMHFWLYHV ZLWK UHJDUG WR WKH &KDUWHU·V SULQFLSOHV RI VRXQG ILVFDO
PDQDJHPHQW DQG UHSRUW UHJXODUO\ RQ LWV SURJUHVV LQ DFKLHYLQJ WKHP�

7KH SULPDU\ REMHFWLYH RI WKH *RYHUQPHQW·V PHGLXP�WHUP ILVFDO VWUDWHJ\ LV WR DFKLHYH
ILVFDO EDODQFH� RQ DYHUDJH� RYHU WKH FRXUVH RI WKH HFRQRPLF F\FOH� 7KLV ZLOO HQVXUH WKDW�
RYHU WLPH� WKH &RPPRQZHDOWK JHQHUDO JRYHUQPHQW VHFWRU PDNHV QR QHW FDOO RQ SULYDWH
VHFWRU VDYLQJ DQG WKHUHIRUH GRHV QRW GLUHFWO\ FRQWULEXWH WR WKH QDWLRQDO VDYLQJ�LQYHVWPHQW
LPEDODQFH �LH WKH FXUUHQW DFFRXQW GHILFLW�� 6XVWDLQDEOH ILVFDO VHWWLQJV KHOS SURPRWH

ORQJHU�WHUP JURZWK SURVSHFWV E\ UHGXFLQJ $XVWUDOLD·V YXOQHUDELOLW\ WR H[WHUQDO VKRFNV DQG
DOORZLQJ JUHDWHU IOH[LELOLW\ WR DGMXVW WR FKDQJLQJ HFRQRPLF FRQGLWLRQV�

7KLV REMHFWLYH� ZKLFK SUHYLRXVO\ DSSOLHG WR WKH XQGHUO\LQJ EDODQFH LQ WKH FDVK EXGJHWLQJ
IUDPHZRUN� KDV QRW FKDQJHG EXW KDV EHHQ UHGHILQHG XQGHU WKH QHZ DFFUXDO EXGJHW

IUDPHZRUN WR DSSO\ WR LWV DFFUXDO FRXQWHUSDUW� WKH ILVFDO EDODQFH� 7KH ILVFDO EDODQFH FORVHO\
DSSUR[LPDWHV WKH FRQWULEXWLRQ RI WKH &RPPRQZHDOWK WR QDWLRQDO QHW OHQGLQJ ³ WKH

GLIIHUHQFH EHWZHHQ QDWLRQDO VDYLQJ DQG LQYHVWPHQW� 'LIIHUHQFHV EHWZHHQ WKH ILVFDO EDODQFH

DQG WKH XQGHUO\LQJ FDVK EDODQFH� ZKLFK DUH GLVFXVVHG LQ PRUH GHWDLO LQ $SSHQGL[ $ WR WKLV
6WDWHPHQW� ODUJHO\ UHIOHFW WKH WLPLQJ RI EULQJLQJ WUDQVDFWLRQV WR DFFRXQW�

7KH *RYHUQPHQW·V VXSSOHPHQWDU\ ILVFDO WDUJHWV ZLOO DOVR EH PDLQWDLQHG XQGHU DFFUXDOV�
DOEHLW VOLJKWO\ UHFRQILJXUHG� ,Q DGGLWLRQ� WKH PRYH WR DFFUXDOV SURYLGHV VFRSH WR FRQVLGHU

DQ DGGLWLRQDO PHDVXUH ³ QHW DVVHWV� :LWK WKH PRYH WR DFFUXDOV DQG WKH EXGJHW QRZ
UHWXUQHG WR VXUSOXV� WKH PHGLXP�WHUP ILVFDO REMHFWLYH KDV ILYH VXSSOHPHQWDU\ ILVFDO WDUJHWV�

x PDLQWDLQLQJ ILVFDO VXUSOXVHV RYHU WKH IRUZDUG HVWLPDWHV SHULRG ZKLOH HFRQRPLF JURZWK
SURVSHFWV UHPDLQ VRXQG�



����

x KDOYLQJ WKH UDWLR RI &RPPRQZHDOWK JHQHUDO JRYHUQPHQW QHW GHEW WR *'3 IURP DOPRVW
�� SHU FHQW LQ ������� WR �� SHU FHQW E\ ��������

x GLUHFWLQJ VXIILFLHQW UHVRXUFHV WR KLJK SULRULW\ DUHDV� ZKLOH VLJQLILFDQWO\ UHGXFLQJ WKH

UDWLR RI H[SHQVHV WR *'3 WKURXJK WR WKH WXUQ RI WKH FHQWXU\�

x QR LQFUHDVH LQ WKH RYHUDOO WD[ EXUGHQ� DQG

x LPSURYLQJ WKH &RPPRQZHDOWK·V QHW DVVHWV SRVLWLRQ RYHU WKH PHGLXP WR ORQJ WHUP �VHH
%R[ ���

6XEVWDQWLDO SURJUHVV KDV DOUHDG\ EHHQ DFKLHYHG RQ WKH VHFRQG DQG WKLUG RI WKHVH WDUJHWV�
ZKLOH WD[ UHYHQXH DV D SHUFHQWDJH RI *'3 KDV UHPDLQHG EHORZ WKH ������� UDWLR�

7KH *RYHUQPHQW ZLOO UXQ ILVFDO VXUSOXVHV GXULQJ SHULRGV RI VRXQG HFRQRPLF JURZWK� VR
WKDW GHILFLWV HPHUJLQJ GXULQJ SHULRGV RI ORZ JURZWK �LI VXFK RFFXU� DUH PDQDJHDEOH�
$FFRUGLQJO\� D VXUSOXV LV DJDLQ IRUHFDVW IRU ��������� DQG FXUUHQW SROLF\ VHWWLQJV DUH
SURMHFWHG WR GHOLYHU ILVFDO VXUSOXVHV RYHU WKH IRUZDUG HVWLPDWHV SHULRG �&KDUW ���

7KH EXGJHW ZLOO UHPDLQ LQ VXUSOXV RYHU WKH IRUZDUG HVWLPDWHV SHULRG XQGHU ERWK WKH
DFFUXDO ILVFDO EDODQFH DQG WKH FDVK XQGHUO\LQJ EDODQFH PHDVXUHV� 1HYHUWKHOHVV� WKH WZR
ILVFDO LQGLFDWRUV ZLOO GLYHUJH LQ WKH VKRUW WHUP� 7KH ILVFDO EDODQFH ZLOO GHWHFW QRQ�PRQHWDU\
HIIHFWV� VXFK DV LQFUHDVHV LQ DFFUXLQJ VXSHUDQQXDWLRQ HQWLWOHPHQWV WKDW ZRXOG EH LJQRUHG
E\ WKH XQGHUO\LQJ FDVK EDODQFH� &RQYHUVHO\� WKH XQGHUO\LQJ FDVK EDODQFH ZLOO GHWHFW FDVK
WUDQVDFWLRQV VXFK DV VXSHUDQQXDWLRQ SD\RXWV �RXWOD\V� RQ SUHYLRXVO\ DFFUXHG OLDELOLWLHV WKDW
GR QRW DIIHFW WKH ILVFDO EDODQFH�

7KH ILVFDO EDODQFH ZLOO JHQHUDOO\ SURYLGH D EHWWHU LQGLFDWLRQ RI WKH RQJRLQJ LPSDFW RI
FXUUHQW SROLF\ RQ WKH ILVFDO SRVLWLRQ EHFDXVH WUDQVDFWLRQV DUH UHFRJQLVHG ZKHQ HFRQRPLF
YDOXH FKDQJHV� 7KH XQGHUO\LQJ FDVK EDODQFH KDV DGYDQWDJHV LQ KHOSLQJ WR LGHQWLI\ WKH
VKRUW�WHUP LPSDFW RI WKH EXGJHW RQ GHPDQG�

7KH ILVFDO FRQVROLGDWLRQ LPSOHPHQWHG E\ WKH *RYHUQPHQW KDV EHHQ D NH\ LQJUHGLHQW LQ
$XVWUDOLD·V UHFHQW VWURQJ HFRQRPLF SHUIRUPDQFH� 7KH *RYHUQPHQW·V ILVFDO VWUDWHJ\ DQG WKH
RXWORRN IRU FRQWLQXLQJ VXUSOXVHV KDYH EHHQ LPSRUWDQW LQ VXVWDLQLQJ ILQDQFLDO PDUNHW
FRQILGHQFH GXULQJ WKH HFRQRPLF GRZQWXUQ LQ WKH (DVW $VLDQ UHJLRQ� 7KHVH GHYHORSPHQWV
XQGHUVFRUH WKH FRQWLQXLQJ QHHG WR RSHUDWH SUXGHQW ILVFDO SROLF\ DQG PDLQWDLQ D VWURQJ
ILVFDO SRVLWLRQ� 7KLV LV GLVFXVVHG LQ PRUH GHWDLO LQ 6WDWHPHQW ��

%8'*(7 6853/86� 1$7,21$/ 6$9,1* $1' 7+( &855(17 $&&2817

,PSURYHPHQWV LQ WKH ILVFDO EDODQFH DV D UHVXOW RI WKH *RYHUQPHQW·V SURJUDPPH RI ILVFDO
FRQVROLGDWLRQ KDYH EHHQ DVVRFLDWHG ZLWK LQFUHDVHV LQ &RPPRQZHDOWK JHQHUDO JRYHUQPHQW
VDYLQJ DQG SXEOLF VHFWRU VDYLQJ �&KDUW ��� 7KHVH LQFUHDVHV KDYH KHOSHG PDLQWDLQ RYHUDOO
QDWLRQDO VDYLQJ GXULQJ D SHULRG RI GHFOLQLQJ SULYDWH VDYLQJ�
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:LWK WKH EXGJHW QRZ LQ VXUSOXV� WKH &RPPRQZHDOWK LV QR ORQJHU GUDZLQJ RQ WKH DYDLODEOH
SRRO RI SULYDWH VDYLQJ� LQVWHDG� LW KDV EHFRPH D QHW OHQGHU ³ DGGLQJ WR WKH SRRO RI VDYLQJ

DYDLODEOH WR IXQG SULYDWH LQYHVWPHQW� 0RUHRYHU� LWV FRQWULEXWLRQ WR QDWLRQDO QHW OHQGLQJ LV

H[SHFWHG WR LQFUHDVH RYHU WKH IRUZDUG HVWLPDWHV SHULRG� :LWK WKH 6WDWH�ORFDO JHQHUDO
JRYHUQPHQW VHFWRU DQG WKH 37( VHFWRU DOVR H[SHFWHG WR EH LQ VXUSOXV RYHU WKH IRUZDUG

HVWLPDWHV SHULRG� ERWK WKH &RPPRQZHDOWK DQG WKH SXEOLF VHFWRU DV D ZKROH VKRXOG
FRQWULEXWH WR UHGXFLQJ WKH FXUUHQW DFFRXQW GHILFLW �&$'� RYHU WLPH� 3URMHFWHG

GHYHORSPHQWV LQ WKH 6WDWH�ORFDO JHQHUDO JRYHUQPHQW DQG 37( VHFWRUV DUH GLVFXVVHG LQ
GHWDLO LQ 6WDWHPHQW ��

&KDUW �� 5DWLRV RI *URVV 6DYLQJ DQG ,QYHVWPHQW WR *'3
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&RPPRQZHDOWK *HQHUDO *RYHUQPHQW

3HU FHQW
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&RPPRQZHDOWK *HQHUDO *RYHUQPHQW

3XEOLF 6HFWRU

3ULYDWH 6HFWRU

1DWLRQDO

3HU FHQW

6RXUFH� $%6 &DW� 1R� ������ DQG 7UHDVXU\ HVWLPDWHV�

,QWHUQDWLRQDO HYLGHQFH VXJJHVWV WKDW KLJKHU SXEOLF VDYLQJ WHQGV WR UDLVH QDWLRQDO VDYLQJ�
:KLOH VRPH SULYDWH VDYLQJ UHVSRQVH WR ILVFDO FRQVROLGDWLRQ PLJKW EH H[SHFWHG� H[SHULHQFH
LQGLFDWHV WKDW WKLV RQO\ SDUWO\ RIIVHWV WKH LPSURYHPHQW LQ SXEOLF VDYLQJ� &KDUW � VKRZV WKDW
QDWLRQDO VDYLQJ LQ $XVWUDOLD KDV QRUPDOO\ LPSURYHG ZKHQ SXEOLF VDYLQJ KDV LPSURYHG� DQG
IDOOHQ ZKHQ SXEOLF VDYLQJ KDV IDOOHQ� $EVWUDFWLQJ IURP WKH ORQJ�WHUP GHFOLQH LQ SULYDWH
VDYLQJ� ZKLFK GRHV QRW DSSHDU WR EH UHODWHG WR SXEOLF VDYLQJ WUHQGV� PRYHPHQWV LQ
QDWLRQDO VDYLQJ KDYH FOHDUO\ EHHQ VWURQJO\ LQIOXHQFHG E\ PRYHPHQWV LQ &RPPRQZHDOWK
JHQHUDO JRYHUQPHQW VDYLQJ�

7R WKH H[WHQW WKDW SDVW &RPPRQZHDOWK ERUURZLQJ PD\ KDYH ¶FURZGHG RXW· SULYDWH
LQYHVWPHQW E\ UDLVLQJ LQWHUHVW UDWHV� D VRXQG ILVFDO SROLF\ PD\ HQFRXUDJH SULYDWH
LQYHVWPHQW� 3ULYDWH LQYHVWPHQW VKRXOG JHQHUDOO\ SURGXFH EHQHILWV LQ WHUPV RI KLJKHU IXWXUH
LQFRPHV WKDW MXVWLI\ WKH FRVWV RI VHUYLFLQJ H[WHUQDO ERUURZLQJ�
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7KH ILVFDO VWUDWHJ\ PHDQV WKDW WKH &$' LV QRZ HVVHQWLDOO\ D SURGXFW RI SULYDWH VDYLQJ DQG
LQYHVWPHQW GHFLVLRQV WKDW UHIOHFW PDUNHW GLVFLSOLQHV DQG LQFHQWLYHV� 0XFK KDV EHHQ GRQH WR

UHGXFH GLVWRUWLRQV WR SULYDWH VDYLQJ DQG LQYHVWPHQW WKDW KDYH H[LVWHG LQ WKH SDVW� WKURXJK

WKH DFKLHYHPHQW RI ORZ LQIODWLRQ DQG VWUXFWXUDO DQG ILQDQFLDO PDUNHW UHIRUP �VHH
6WDWHPHQW ��� ,Q WKLV HQYLURQPHQW� WKH ILVFDO VWUDWHJ\ SURYLGHV DVVXUDQFH WR ILQDQFLDO

PDUNHWV WKDW WKH &$' UHIOHFWV VRXQGO\ EDVHG SULYDWH VHFWRU GHFLVLRQV�

1(7 '(%7 $1' 1(7 $66(76

,PSURYHPHQWV LQ WKH &RPPRQZHDOWK·V QHW DVVHWV DQG QHW GHEW SRVLWLRQV KHOS WR UHGXFH

$XVWUDOLD·V YXOQHUDELOLW\ WR HFRQRPLF VKRFNV E\ UHGXFLQJ WKH ULVN RI DGYHUVH VZLQJV LQ

ILQDQFLDO PDUNHW FRQILGHQFH� ,PSURYLQJ WKH &RPPRQZHDOWK·V EDODQFH VKHHW ZLOO DOVR KHOS

WR HQVXUH WKDW WKH *RYHUQPHQW LV EHWWHU SODFHG WR FRSH ZLWK DQ\ HPHUJLQJ ILVFDO SUHVVXUHV

�VXFK DV WKRVH FDXVHG E\ WKH DJHLQJ RI WKH SRSXODWLRQ� DQG LV DEOH WR PHHW LWV IXWXUH

REOLJDWLRQV ZLWKRXW UHTXLULQJ VKDUS FKDQJHV LQ SROLF\ VHWWLQJV DW ODWHU ³ DQG SRVVLEO\ OHVV

RSSRUWXQH ³ WLPHV�

&KDUW �� &RPPRQZHDOWK *HQHUDO *RYHUQPHQW 1HW 'HEW
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3HU FHQW RI *'3 3HU FHQW RI *'3

�D� ,QFOXGHV WKH LPSDFW RI WKH VDOH RI WKH *RYHUQPHQW·V UHPDLQLQJ VKDUH LQ 7HOVWUD�

$V VKRZQ LQ &KDUW �� WKH *RYHUQPHQW·V ILVFDO VWUDWHJ\ KDV EHHQ VXFFHVVIXO LQ UHGXFLQJ WKH
OHYHO RI &RPPRQZHDOWK JHQHUDO JRYHUQPHQW QHW GHEW RYHU UHFHQW \HDUV� 7KH *RYHUQPHQW
KDV QRW ERUURZHG� LQ QHW WHUPV VLQFH LWV HOHFWLRQ LQ ����� )URP D SHDN RI ���� SHU FHQW RI
*'3 LQ �������� QHW GHEW OHYHOV DUH H[SHFWHG WR IDOO DV D VKDUH RI *'3 WR ��� SHU FHQW LQ
���������� 7KLV FRPSDUHV ZLWK DYHUDJH QHW GHEW OHYHOV RI DURXQG �� SHU FHQW RI *'3 IRU
2(&' FRXQWULHV VLQFH WKH PLG�����V �VHH &KDUW ���
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7KH ILVFDO VXUSOXVHV LQ SURVSHFW LQ HDFK RI WKH IRUZDUG HVWLPDWHV \HDUV� DORQJ ZLWK
H[SHFWHG SURFHHGV IURP &RPPRQZHDOWK DVVHW VDOHV� SURYLGH IRU IXUWKHU VXEVWDQWLDO

UHGXFWLRQV LQ QHW GHEW� $V VKRZQ LQ &KDUW �� WKH *RYHUQPHQW·V WDUJHW RI KDOYLQJ WKH UDWLR

RI &RPPRQZHDOWK JHQHUDO JRYHUQPHQW QHW GHEW WR *'3 RYHU WKH ILYH \HDUV WR ������� LV
H[SHFWHG WR EH H[FHHGHG E\ D VXEVWDQWLDO PDUJLQ� ,QGHHG� ZLWK WKH IXUWKHU VDOH RI 7HOVWUD�

E\ WKH HQG RI WKH IRUZDUG HVWLPDWHV SHULRG LQ ������� &RPPRQZHDOWK JHQHUDO
JRYHUQPHQW QHW GHEW FRXOG EH FRPSOHWHO\ HOLPLQDWHG�

&KDUW �� 7RWDO *HQHUDO *RYHUQPHQW 1HW 'HEW /HYHOV

LQ 6HOHFWHG &RXQWULHV ���� WR ����
�D��E�
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1HZ =HDODQG -DSDQ $XVWUDOLD
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3HU FHQW RI *'3 3HU FHQW RI *'3

�D� $OO GDWD DUH IRU WKH WRWDO JHQHUDO JRYHUQPHQW VHFWRU �LH WKH DJJUHJDWH RI DOO OHYHOV RI JRYHUQPHQW� LQFOXGLQJ

WKH VRFLDO VHFXULW\ VHFWRU EXW H[FOXGLQJ WKH 37( VHFWRU�� 7KH 2(&' LV WKH 2UJDQLVDWLRQ IRU (FRQRPLF
&R�RSHUDWLRQ DQG 'HYHORSPHQW� ,WV PHPEHUVKLS FRQVLVWV RI WKH LQGXVWULDO FRXQWULHV RI (XURSH DQG 1RUWK
$PHULFD� 0H[LFR� -DSDQ� .RUHD� $XVWUDOLD DQG 1HZ =HDODQG� 7KH 2(&' DYHUDJH GDWD UHODWH WR RQO\ WKH
�� FRXQWULHV LQFOXGHG LQ WKH 2(&' (FRQRPLF 2XWORRN ��� 7KH (8 DYHUDJH GDWD UHODWH WR RQO\ WKH
�� PHPEHU FRXQWULHV RI WKH (XURSHDQ 8QLRQ LQFOXGHG LQ WKH 2(&' (FRQRPLF 2XWORRN ���

�E� 'DWD XS WR ���� DUH RXWFRPHV� H[FHSW IRU -DSDQ ZKHUH ���� GDWD LV DQ HVWLPDWH� 7KH 2(&' GDWD IRU WKH
SHULRG ���� WR ����� DQG WKH GDWD IRU $XVWUDOLD DQG 1HZ =HDODQG IRU ���� DQG ����� DUH HVWLPDWHV� )RU
$XVWUDOLD DQG 1HZ =HDODQG� GDWD UHIHU WR WKH \HDU HQGLQJ �� -XQH �HJ ���� GDWD DUH IRU WKH \HDU HQGHG
�� -XQH ������

6RXUFH� 2(&' (FRQRPLF 2XWORRN ��� 5HVHUYH %DQN RI 1HZ =HDODQG 0RQHWDU\ 3ROLF\ 6WDWHPHQW� 0DUFK ����� $%6

3XEOLF 6HFWRU )LQDQFLDO $VVHWV DQG /LDELOLWLHV �&DW� 1R� ������� DQG 7UHDVXU\ HVWLPDWHV�

7KH ��������� %XGJHW LQFRUSRUDWHV� IRU WKH ILUVW WLPH� D VWDWHPHQW RI ILQDQFLDO SRVLWLRQ� RU
EDODQFH VKHHW� VKRZLQJ WKH &RPPRQZHDOWK·V RYHUDOO DVVHWV DQG OLDELOLWLHV� ,Q DGGLWLRQ WR
WKH ORQJHU�VWDQGLQJ REMHFWLYH RI UHGXFLQJ QHW GHEW� ZKLFK FRYHUV VHOHFWHG ILQDQFLDO DVVHWV
DQG OLDELOLWLHV RI WKH &RPPRQZHDOWK� WKH LQWURGXFWLRQ RI WKH DFFUXDO IUDPHZRUN SURYLGHV
WKH RSSRUWXQLW\ WR LQWURGXFH DQ REMHFWLYH IRU QHW DVVHWV� ZKLFK FRYHUV DOO WKH SK\VLFDO DQG
ILQDQFLDO DVVHWV DQG OLDELOLWLHV RI WKH &RPPRQZHDOWK�
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%R[ �� 0HDVXULQJ 1HW $VVHWV DQG 1HW 'HEW

7KH QHW DVVHWV DQG GHEW SRVLWLRQV RI WKH &RPPRQZHDOWK DUH UHSRUWHG LQ WKH EDODQFH
VKHHW� 1HW DVVHWV LQFOXGH SK\VLFDO DV ZHOO DV ILQDQFLDO DVVHWV OHVV WRWDO OLDELOLWLHV� 1HW
GHEW� RQ WKH RWKHU KDQG� FRPSULVHV VHOHFWHG ILQDQFLDO OLDELOLWLHV �GHSRVLWV KHOG� DGYDQFHV
UHFHLYHG DQG ERUURZLQJ� OHVV VHOHFWHG ILQDQFLDO DVVHWV �FDVK DQG GHSRVLWV� DGYDQFHV SDLG
DQG LQYHVWPHQWV�� 7KH QHW GHEW PHDVXUH LV DFFRUGLQJO\ D VXEVHW RI WKH EURDGHU QHW
DVVHWV PHDVXUH� 1HW GHEW� KRZHYHU� LV D PHDVXUH ZLGHO\ XVHG IRU SXUSRVHV RI
LQWHUQDWLRQDO FRPSDULVRQV E\ LQWHUQDWLRQDO RUJDQLVDWLRQV DQG UDWLQJV DJHQFLHV�

&KDQJHV LQ QHW DVVHWV UHVXOW IURP PRYHPHQWV LQ WKH RSHUDWLQJ UHVXOW RYHU WLPH� DV ZHOO
DV IURP DVVHW DQG OLDELOLW\ UHYDOXDWLRQV� 5HYDOXDWLRQV FDQ FDXVH VLJQLILFDQW� DQG
XQSUHGLFWDEOH� PRYHPHQWV LQ QHW DVVHW YDOXHV WKDW JRYHUQPHQWV DUH QRW DEOH WR FRQWURO�
7KH H[WHQW WR ZKLFK JRYHUQPHQWV DUH DEOH WR FRQWURO QHW DVVHW PRYHPHQWV LQ WKH
PHGLXP WR ORQJ WHUP LV DFKLHYHG WKURXJK WKH FRQWURO WKH\ KDYH RYHU RSHUDWLQJ
EDODQFHV�

'XH WR WKH SRWHQWLDO YRODWLOLW\ RI WKH QHW DVVHWV PHDVXUH� SDUWLFXODUO\ DV WKH PRYH WR
DFFUXDO EXGJHWLQJ LV EHLQJ FRQVROLGDWHG� WKH *RYHUQPHQW KDV QRW WDUJHWHG D VSHFLILF QHW
DVVHWV OHYHO� EXW KDV DGRSWHG WKH REMHFWLYH RI LPSURYLQJ WKH &RPPRQZHDOWK·V QHW DVVHW
SRVLWLRQ RYHU WKH PHGLXP WR ORQJ WHUP�

7KHUH DUH LPSRUWDQW UHDVRQV IRU JRYHUQPHQWV WR WUDFN WKHLU QHW DVVHWV SRVLWLRQV RYHU WLPH�
UHIOHFWLQJ WKH H[WHQW WR ZKLFK WKLV SURYLGHV LQVLJKWV LQWR WKHLU LQWHUJHQHUDWLRQDO SRVLWLRQV�
)RU H[DPSOH� ZKLOH QHJDWLYH QHW DVVHW OHYHOV GR QRW LPSO\ LQVROYHQF\ IRU JRYHUQPHQWV� DV
WKH\ PD\ GR IRU SULYDWH SURILW PDNLQJ HQWHUSULVHV� D VLJQLILFDQW QHJDWLYH QHW DVVHWV
SRVLWLRQ� SDUWLFXODUO\ LI LW LV H[SHFWHG WR GHWHULRUDWH� PD\ EH FRQVLGHUHG XQVXVWDLQDEOH DQG
LQGLFDWH DQ LQHTXDOLW\ EHWZHHQ FXUUHQW DQG IXWXUH JHQHUDWLRQV� 7KLV LQHTXDOLW\ UHIOHFWV WKH
H[WHQW WR ZKLFK KLJK SDVW DQG�RU FXUUHQW SHULRG VSHQGLQJ E\ JRYHUQPHQWV PD\ OLPLW WKH
ILVFDO RSWLRQV RSHQ WR JRYHUQPHQWV LQ IXWXUH SHULRGV� 5HIOHFWLQJ D GHVLUH WR DGGUHVV WKLV
LVVXH� WKH *RYHUQPHQW KDV VHW DV DQ REMHFWLYH DQ LPSURYHG &RPPRQZHDOWK QHW DVVHWV
SRVLWLRQ RYHU WKH PHGLXP WR ORQJ WHUP� 7KLV REMHFWLYH LV FRQVLVWHQW ZLWK WKH
*RYHUQPHQW·V EURDGHU ILVFDO UHVSRQVLELOLW\ REMHFWLYHV VHW RXW LQ WKH &KDUWHU RI %XGJHW +RQHVW\
$FW �����



����

&KDUW �� &RPPRQZHDOWK *HQHUDO *RYHUQPHQW 1HW $VVHWV
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&KDUW � LOOXVWUDWHV UHFHQW WUHQGV� FXUUHQW HVWLPDWHV DQG SURMHFWLRQV LQ &RPPRQZHDOWK QHW
DVVHW OHYHOV DV D VKDUH RI *'3� 7KH OHYHO RI QHW DVVHWV DV D SHUFHQWDJH RI *'3 LV FXUUHQWO\
HVWLPDWHG DW ����� SHU FHQW� 7KLV OHYHO LV SURMHFWHG WR LPSURYH RYHU WKH IRUZDUG HVWLPDWHV
SHULRG� FRQVLVWHQW ZLWK WKH *RYHUQPHQW·V REMHFWLYH WR LPSURYH LWV QHW DVVHWV SRVLWLRQ RYHU
WKH PHGLXP WR ORQJ WHUP� 7KLV UHIOHFWV WKH H[SHFWHG RSHUDWLQJ VXUSOXVHV� $Q DGGLWLRQDO
IDFWRU FRQWULEXWLQJ WR WKLV LPSURYHPHQW LV WKH SURSRVHG VDOH RI WKH UHPDLQGHU RI WKH
*RYHUQPHQW·V VKDUH LQ 7HOVWUD� ,Q OLQH ZLWK DFFRXQWLQJ VWDQGDUGV� 7HOVWUD LV FXUUHQWO\
UHFRUGHG LQ WKH &RPPRQZHDOWK·V EDODQFH VKHHW DW ERRN YDOXH�� ZKLFK LV VLJQLILFDQWO\
EHORZ LWV H[SHFWHG PDUNHW YDOXH� 7KDW LV� WKH HVWLPDWH RI WKH *RYHUQPHQW·V FXUUHQW QHW
DVVHW SRVLWLRQ LV� LQ IDFW� GLVWRUWHG E\ WKLV YDOXDWLRQ LVVXH� $V 7HOVWUD LV VROG� KRZHYHU� WKLV
XQGHUYDOXDWLRQ LV XQGRQH� FRQWULEXWLQJ WR WKH VLJQLILFDQW LPSURYHPHQW LQ WKH PHDVXUH RI
QHW DVVHWV�

(;3(16(6 5(675$,17 $1' ,19(670(17

7KH DFKLHYHPHQW RI EXGJHW VXUSOXVHV KDV ODUJHO\ UHOLHG RQ H[SHQVHV UHVWUDLQW� :KLOH
PDLQWDLQLQJ RYHUDOO UHVWUDLQW RQ H[SHQVHV� LQ WKLV %XGJHW WKH *RYHUQPHQW LV FDUHIXOO\
WDUJHWLQJ KLJK SULRULW\ DUHDV VXFK DV KHDOWK� HGXFDWLRQ� UHVHDUFK DQG GHYHORSPHQW�
HPSOR\PHQW� UXUDO DQG UHJLRQDO $XVWUDOLD� DQG IDPLOLHV�

� &RQVLVWHQW ZLWK DFFRXQWLQJ VWDQGDUGV� WKH &RPPRQZHDOWK EDODQFH VKHHW UHFRUGV WZR WKLUGV RI 7HOVWUD·V
¶QHW DVVHWV· DV D &RPPRQZHDOWK DVVHW� 7KLV DPRXQW LV VLJQLILFDQWO\ EHORZ WKH HTXLYDOHQW YDOXH RI
WZR WKLUGV RI 7HOVWUD·V VKDUHV� ,Q OLQH ZLWK DFFRXQWLQJ VWDQGDUGV� WKH &RPPRQZHDOWK LV RQO\ DEOH WR YDOXH
LWV 7HOVWUD LQYHVWPHQW DFFRUGLQJ WR LWV VKDUH SULFH RQFH WKH &RPPRQZHDOWK RZQV OHVV WKDQ �� SHU FHQW RI
7HOVWUD�
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7KH *RYHUQPHQW·V EXGJHW SULRULWLHV DUH VSHOW RXW LQ JUHDWHU GHWDLO LQ 3DUW ,9 RI WKLV
6WDWHPHQW�

$ IHDWXUH RI WKH PRYH WR DFFUXDO EXGJHWLQJ LV D JUHDWHU HPSKDVLV RQ WKH UHSRUWLQJ RI

FDSLWDO H[SHQGLWXUH E\ WKH &RPPRQZHDOWK� )RU WKH ILUVW WLPH� %XGJHW 3DSHU 1R� � LQFOXGHV D
VHSDUDWH FDSLWDO IXQGLQJ VWDWHPHQW ³ 6WDWHPHQW ��

7$;$7,21 5()250 $1' 5(9(18(

7KH WD[ UHIRUP SDFNDJH RXWOLQHG LQ $ 1HZ 7D[ 6\VWHP LV FRQVLVWHQW ZLWK WKH *RYHUQPHQW·V
PHGLXP�WHUP ILVFDO VWUDWHJ\� ,Q SDUWLFXODU� WKLV ILVFDO VWUDWHJ\ FRPPLWV WKH *RYHUQPHQW WR
PDLQWDLQ ILVFDO VXUSOXVHV ZKLOH JURZWK FRQWLQXHV DQG WR QRW LQFUHDVH WKH RYHUDOO WD[
EXUGHQ�

$ 1HZ 7D[ 6\VWHP ZLOO EH LPSOHPHQWHG SURJUHVVLYHO\ IURP ����²���� DQG ZLOO UHGXFH WKH
VL]H RI WKH &RPPRQZHDOWK VXUSOXV HVWLPDWHG IRU WKDW \HDU DQG SURMHFWHG IRU VXEVHTXHQW
\HDUV� 7KH SDFNDJH ZLOO EULQJ VXEVWDQWLDO EHQHILWV WR WKH RSHUDWLRQ RI WKH HFRQRP\ DQG WR
WKH VXVWDLQDELOLW\ RI &RPPRQZHDOWK JRYHUQPHQW DQG 6WDWH JRYHUQPHQW ILQDQFHV�

5HIOHFWLQJ WKH FRQVLGHUDEOH LPSURYHPHQWV LQ WKH *RYHUQPHQW·V ILVFDO SRVLWLRQ LQ UHFHQW
\HDUV� WKH WD[ SDFNDJH FDQ EH DFFRPPRGDWHG ZKLOH UHWDLQLQJ EXGJHW VXUSOXVHV WKURXJK WKH
IRUZDUG HVWLPDWHV SHULRG�
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3DUW ,9� %XGJHW 3ULRULWLHV

7KH SULRULWLHV DQG PHDVXUHV LQ WKLV %XGJHW EXLOG RQ WKH SULRULWLHV DGGUHVVHG LQ WKH
*RYHUQPHQW·V ILUVW WHUP LQ RIILFH� ,PSRUWDQW DUHDV WKDW WKH *RYHUQPHQW FRQVLVWHQWO\
IRFXVHG RQ LQ LWV ILUVW WHUP LQFOXGHG IDPLOLHV� ROGHU $XVWUDOLDQV� HPSOR\PHQW� UHJLRQDO
$XVWUDOLD DQG VPDOO EXVLQHVV�

$W WKH ODVW HOHFWLRQ� WKH *RYHUQPHQW VHW RXW D FRPSUHKHQVLYH SURJUDPPH RI WDUJHWHG
H[SHQGLWXUHV� SOXV D PDMRU UHIRUP RI WKH $XVWUDOLDQ WD[ V\VWHP� FRQWDLQHG LQ $ 1HZ 7D[
6\VWHP� ,Q DGGLWLRQ WR PHHWLQJ WKHVH FRPPLWPHQWV� WKH %XGJHW LQWURGXFHV QHZ PHDVXUHV
WKDW DLP WR EXLOG RQ $XVWUDOLD·V VWUHQJWKV DQG GHYHORS ORQJ�WHUP HFRQRPLF SURVSHFWV�

7KH *RYHUQPHQW·V SULRULWLHV IRU WKLV %XGJHW KDYH EHHQ GHYHORSHG ZLWKLQ D IUDPHZRUN
WKDW WDNHV DFFRXQW RI LWV EURDGHU HFRQRPLF DQG VRFLDO REMHFWLYHV� ,Q IUDPLQJ
WKH ��������� %XGJHW� WKH *RYHUQPHQW KDV JLYHQ SULRULW\ WR�

x GHOLYHULQJ RQ LWV HOHFWLRQ FRPPLWPHQWV�

x EXLOGLQJ D PRGHUQ� IDLU DQG HIILFLHQW WD[DWLRQ V\VWHP WKDW HQKDQFHV $XVWUDOLD·V
HFRQRPLF SURVSHFWV DQG SURYLGHV D VHFXUH VRXUFH RI UHYHQXH IRU HVVHQWLDO SXEOLF
VHUYLFHV�

xx SURPRWLQJ DQ HFRQRPLF FOLPDWH FRQGXFLYH WR KLJK OHYHOV RI VXVWDLQDEOH HFRQRPLF DQG
HPSOR\PHQW JURZWK� LQFOXGLQJ WKURXJK FRQWULEXWLQJ WR JUHDWHU QDWLRQDO VDYLQJ DQG
LPSURYLQJ WKH &RPPRQZHDOWK·V QHW DVVHWV DQG QHW GHEW SRVLWLRQV�

x IXOILOOLQJ LWV VRFLDO REOLJDWLRQV WKURXJK�

� VXSSO\LQJ HVVHQWLDO SXEOLF JRRGV DQG VHUYLFHV�

� SURYLGLQJ DQG PDLQWDLQLQJ D IDLU DQG HIIHFWLYH VRFLDO VDIHW\ QHW WKDW VXSSRUWV WKRVH

PRVW LQ QHHG� DQG

x HQVXULQJ WKDW JRYHUQPHQW UHVRXUFHV DUH XVHG DV HIIHFWLYHO\ DQG HIILFLHQWO\ DV SRVVLEOH�

LQFOXGLQJ WKURXJK PRYLQJ WR WKH DFFUXDO EXGJHWLQJ IUDPHZRUN� ZKLFK ZLOO LPSURYH

SXEOLF VHFWRU SODQQLQJ� SHUIRUPDQFH DVVHVVPHQW DQG UHSRUWLQJ�

7KH IROORZLQJ SURYLGHV PRUH GHWDLOV RQ WKH *RYHUQPHQW·V NH\ H[SHQVH DQG UHYHQXH

SULRULWLHV DQG PHDVXUHV IRU WKH FXUUHQW %XGJHW�

6DYLQJV LQ WKLV %XGJHW DUH DWWULEXWDEOH PDLQO\ WR UHGXFWLRQV LQ UHVRXUFLQJ IRU FHUWDLQ

DJHQFLHV DQG UDWLRQDOLVDWLRQ RI &RPPRQZHDOWK SURSHUW\�
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$ 1HZ 7D[ 6\VWHP

7KH *RYHUQPHQW FRQVLGHUV WKDW UHIRUP RI WKH WD[ V\VWHP LV HVVHQWLDO LQ EXLOGLQJ DQ

HFRQRPLF LQIUDVWUXFWXUH WKDW ZLOO HQDEOH $XVWUDOLD WR FRPSHWH DQG SURVSHU LQ D FRPSHWLWLYH

ZRUOG HFRQRP\�

$ 1HZ 7D[ 6\VWHP ZLOO DEROLVK WKH H[LVWLQJ :KROHVDOH 6DOHV 7D[ DQG QLQH LQHIILFLHQW DQG
GLVWRUWLQJ 6WDWH DQG 7HUULWRU\ JRYHUQPHQW WD[HV DQG UHSODFH WKHP ZLWK D *67� ZKLFK ZLOO

EH ORFNHG LQ DW D UDWH RI �� SHU FHQW� 7KH &RPPRQZHDOWK ZLOO SURYLGH DOO RI WKH *67

UHYHQXH WR WKH 6WDWHV DQG 7HUULWRULHV� ,PSRUWDQWO\� WKLV ZLOO HQVXUH D VWDEOH UHYHQXH VRXUFH
IRU WKH 6WDWHV DQG 7HUULWRULHV WR SURYLGH HVVHQWLDO FRPPXQLW\ VHUYLFHV VXFK DV KRVSLWDOV�

VFKRROV DQG HPHUJHQF\ VHUYLFHV� )LQDQFLDO $VVLVWDQFH *UDQWV WR WKH 6WDWHV DQG 7HUULWRULHV
ZLOO EH DEROLVKHG�

,PSOHPHQWDWLRQ RI $ 1HZ 7D[ 6\VWHP ZLOO KHOS HDVH WKH EXUGHQ RI UDLVLQJ D IDPLO\ WKURXJK
SHUVRQDO LQFRPH WD[ FXWV WRWDOLQJ $�� ELOOLRQ D \HDU IURP -XO\ ����� )DPLO\ EHQHILWV ZLOO EH

VXEVWDQWLDOO\ LQFUHDVHG DQG VLPSOLILHG� 7KLV ZLOO EHQHILW RYHU WZR PLOOLRQ IDPLOLHV DW D FRVW
RI DURXQG $�ó ELOOLRQ D \HDU� $GGLWLRQDO LQFHQWLYHV WR ZRUN DQG VDYH ZLOO DOVR EH DFKLHYHG

E\ UHGXFLQJ IDPLO\ EHQHILW ZLWKGUDZDO UDWHV DQG LQFUHDVLQJ WKH LQFRPH WKUHVKROGV IRU

IDPLO\ SD\PHQWV�

6RPH RI WKH UHYHQXH PHDVXUHV DQQRXQFHG LQ $ 1HZ 7D[ 6\VWHP KDYH EHHQ UHYLVHG WR

LPSURYH WKHLU RSHUDWLRQ� 7KH OX[XU\ FDU WD[ WKUHVKROG RQ YHKLFOHV KDV EHHQ DOLJQHG ZLWK
WKH FDU GHSUHFLDWLRQ OLPLW IRU LQFRPH WD[ SXUSRVHV� 7KH 5HIRUP RI 7REDFFR 7D[DWLRQ

RXWOLQHG LQ $ 1HZ 7D[ 6\VWHP ZDV VFKHGXOHG WR DSSO\ IURP -XO\ ����� 7KH QHZ
DUUDQJHPHQWV ZLOO QRZ DSSO\ IURP � 1RYHPEHU ���� WR JLYH WKH WREDFFR LQGXVWU\

VXIILFLHQW WLPH WR LPSOHPHQW WKH UHTXLUHG FKDQJHV�

7KH %XGJHW FRQWDLQV PHDVXUHV WR LPSOHPHQW $ 1HZ 7D[ 6\VWHP DQG WR HQKDQFH WKH WD[
UHIRUP SDFNDJH IRU IDPLOLHV�

5HIRUP RI &RPPRQZHDOWK�6WDWH )LQDQFLDO 5HODWLRQV

$W WKH ���� 3UHPLHUV· &RQIHUHQFH� WKH 6WDWHV DQG 7HUULWRULHV VLJQHG DQ ,QWHUJRYHUQPHQWDO
$JUHHPHQW ZLWK WKH &RPPRQZHDOWK WKDW ZLOO WUDQVIRUP &RPPRQZHDOWK�6WDWH ILQDQFLDO
DUUDQJHPHQWV� 8QGHU WKH DJUHHPHQW� WKH 6WDWHV DQG 7HUULWRULHV ZLOO EHQHILW IURP WD[
UHIRUP E\ JDLQLQJ D VWDEOH DQG UREXVW VRXUFH RI UHYHQXH LQ WKH IRUP RI WKH *67 DQG WKH
FDSDFLW\ WR UHPRYH D UDQJH RI LQHIILFLHQW WD[HV� ,Q WKH FRQWH[W RI VLJQLQJ WKLV DJUHHPHQW�
WKH &RPPRQZHDOWK DJUHHG WR SURYLGH IXUWKHU DVVLVWDQFH WR WKH 6WDWHV DQG 7HUULWRULHV
GXULQJ WKH WUDQVLWLRQDO \HDUV RI WKH UHIRUPV� 7KLV ZLOO HQVXUH WKDW WKH EXGJHWDU\ SRVLWLRQ RI
HDFK 6WDWH DQG 7HUULWRU\ ZLOO EH QR ZRUVH RII XQGHU WKH QHZ DUUDQJHPHQWV�

2WKHU 5HYHQXH 0HDVXUHV

7KH *RYHUQPHQW LV SURYLGLQJ D SDFNDJH RI PHDVXUHV WR SURPRWH FRUSRUDWH DQG LQGLYLGXDO
SKLODQWKURS\� 7KH PHDVXUHV LQFOXGH D FDSLWDO JDLQV WD[ �&*7� H[HPSWLRQ IRU WHVWDPHQWDU\
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JLIWV RI SURSHUW\ DQG IRU JLIWV DFFHSWHG XQGHU WKH &XOWXUDO *LIWV 3URJUDPPH� 7KHVH
FKDQJHV ZLOO DSSO\ IURP � -XO\ �����

7R LPSURYH WKH RYHUDOO RSHUDWLRQ DQG HIILFLHQF\ RI WKH 6XSHUDQQXDWLRQ 6XUFKDUJH� WKH
DGYDQFH LQVWDOPHQW UHTXLUHPHQW KDV EHHQ UHPRYHG� 7KH UHPRYDO RI WKH DGYDQFH
LQVWDOPHQW ZLOO DIIHFW RQO\ WKH WLPLQJ RI WKH VXUFKDUJH FROOHFWLRQV�

$ +HDOWK\ $XVWUDOLD

$ KHDOWK\ $XVWUDOLD LV D KLJK SULRULW\ RI WKLV *RYHUQPHQW� +DYLQJ DOUHDG\ GHOLYHUHG PDMRU
IXQGLQJ LQFUHDVHV WR WKH 6WDWHV IRU SXEOLF KRVSLWDOV WKURXJK WKH $XVWUDOLDQ +HDOWK &DUH
$JUHHPHQWV� WKLV %XGJHW IRFXVHV RQ LPSURYLQJ KHDOWK FDUH IRU WKH HOGHUO\� IDFLOLWDWLQJ
DFFHVV WR KLJK TXDOLW\ KHDOWK FDUH LQ UXUDO DQG UHJLRQDO DUHDV DQG HQKDQFLQJ $XVWUDOLD·V
KHDOWK DQG PHGLFDO UHVHDUFK FDSDFLW\�

7KH *RYHUQPHQW LV FRPPLWWHG WR D EDODQFHG KHDOWK V\VWHP� DQG WR VWUHQJWKHQ ERWK WKH
SXEOLF DQG SULYDWH VHFWRUV� ,Q WKLV UHJDUG WKH EXGJHW PHDVXUH RI /LIHWLPH +HDOWK &RYHU
ZLOO EH DQ LPSRUWDQW FRPSOHPHQW WR WKH �� SHU FHQW UHEDWH RQ SULYDWH KHDOWK LQVXUDQFH
SUHPLXPV WKDW KDV EHHQ RSHUDWLQJ VLQFH � -DQXDU\ ����� /LIHWLPH +HDOWK &RYHU ZLOO EH
LPSOHPHQWHG IURP � -XO\ ����� 7KLV V\VWHP DOORZV UHJLVWHUHG KHDOWK IXQGV WR RIIHU ORZHU
OLIHWLPH UDWHV RI KRVSLWDO FRYHU� 3HRSOH WDNLQJ RXW KRVSLWDO FRYHU HDUO\ LQ WKHLU OLYHV ZLOO
SD\ ORZHU SUHPLXPV WKDQ WKRVH WDNLQJ LW RXW ODWHU LQ OLIH� 7KH QHZ V\VWHP KDV WKH SRWHQWLDO
WR HQFRXUDJH DQ LQFUHDVH LQ KHDOWK LQVXUDQFH PHPEHUVKLS QXPEHUV WRJHWKHU ZLWK DQ
LPSURYHPHQW LQ WKH PHPEHUVKLS SURILOH� ,PSRUWDQWO\� /LIHWLPH +HDOWK &RYHU ZLOO QRW
GLVDGYDQWDJH H[LVWLQJ IXQG PHPEHUV� PDLQWDLQV WKH SULQFLSOH RI FRPPXQLW\ UDWLQJ DQG ZLOO
DOORZ QRQ�PHPEHUV WR MRLQ GXULQJ D �� PRQWK JUDFH SHULRG ZLWKRXW SHQDOW\� ,Q DGGLWLRQ�
VSHFLDO SURYLVLRQV ZLOO SURWHFW SHRSOH DJHG �� RU PRUH RQ � -XO\ ���� E\ HQVXULQJ WKDW
WKH\ FDQ WDNH RXW KRVSLWDO FRYHU DW DQ\ WLPH ZLWKRXW SHQDOW\�

7KLV %XGJHW SURYLGHV IXQGLQJ RI $��� PLOOLRQ RYHU IRXU \HDUV IRU DQ (QKDQFHG 3ULPDU\
&DUH 3DFNDJH� WDUJHWHG WR ROGHU $XVWUDOLDQV DQG WKRVH ZLWK FKURQLF FRQGLWLRQV� 7KH
SDFNDJH LV GHVLJQHG WR EHWWHU FRRUGLQDWH KHDOWK VHUYLFHV� LQFOXGLQJ E\ SURYLGLQJ LQFHQWLYHV
IRU *3V WR SDUWLFLSDWH LQ EHWWHU FRRUGLQDWHG FDUH DQG E\ SURYLGLQJ D VLQJOH SRLQW RI
FRQWDFW IRU KRPH DQG FRPPXQLW\ FDUH VHUYLFHV �&DUHOLQN�� DQG WR LPSURYH SHRSOH·V
VHOI�UHOLDQFH DQG FDSDFLW\ WR PDQDJH WKHLU RZQ FRQGLWLRQV� 6HSDUDWHO\� $�� PLOOLRQ RYHU
IRXU \HDUV KDV EHHQ SURYLGHG WR H[SDQG WKH SURYLVLRQ RI UHVSLWH FDUH IRU FDUHUV RI SHRSOH
ZLWK GHPHQWLD DQG RWKHU FRJQLWLYH DQG EHKDYLRXUDO SUREOHPV� 7KH *RYHUQPHQW ZLOO
SURYLGH DGGLWLRQDO IXQGLQJ RI $��� PLOOLRQ RYHU WKH QH[W IRXU \HDUV IRU KHDULQJ
UHKDELOLWDWLRQ VHUYLFHV� LQFOXGLQJ WKH SURYLVLRQ RI KHDULQJ DLGV IRU HOLJLEOH SHUVRQV� 7KH
IXQGLQJ ZLOO HQDEOH D IXUWKHU ������� PDLQO\ ROGHU� $XVWUDOLDQV WR EH DVVLVWHG HDFK \HDU� $
FRPSRQHQW RI WKLV IXQGLQJ ZLOO EH GLUHFWHG WRZDUGV WKH RQJRLQJ GHOLYHU\ RI KLJK TXDOLW\
KHDULQJ VHUYLFHV WR FKLOGUHQ DQG RWKHUV ZLWK VSHFLDO QHHGV�

$ERULJLQDO DQG 7RUUHV 6WUDLW ,VODQGHU SULPDU\ KHDOWK FDUH IXQGLQJ LV WR EH VLJQLILFDQWO\
LQFUHDVHG� 7KH $UP\�$76,& &RPPXQLW\ $VVLVWDQFH 3URJUDPPH ZKLFK SURYLGHV
HQYLURQPHQWDO DQG KHDOWK LQIUDVWUXFWXUH WR LQGLJHQRXV FRPPXQLWLHV ZLOO DOVR EH H[WHQGHG�
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+HDOWK DQG PHGLFDO UHVHDUFK SOD\V D YLWDO UROH LQ LPSURYLQJ WKH ZHOO EHLQJ RI DOO
$XVWUDOLDQV� &RQVHTXHQWO\� WKH *RYHUQPHQW ZLOO LQYHVW $��� PLOOLRQ RYHU WKH QH[W VL[

\HDUV LQWR KHDOWK DQG PHGLFDO UHVHDUFK IXQGHG WKURXJK WKH 1DWLRQDO +HDOWK DQG 0HGLFDO

5HVHDUFK &RXQFLO� 7KLV ZLOO PRUH WKDQ GRXEOH WKH &RXQFLO·V H[LVWLQJ UHVHDUFK IXQGLQJ OHYHO
E\ ���� DQG ZLOO FRQVROLGDWH $XVWUDOLD·V SRVLWLRQ LQ WKH WRS �� 2(&' FRXQWULHV LQ WHUPV

RI KHDOWK DQG PHGLFDO UHVHDUFK LQYHVWPHQW� ,Q DGGLWLRQ� IXQGLQJ RI $�� PLOOLRQ RYHU WKH
QH[W WZR \HDUV ZLOO VXSSRUW WKH GHYHORSPHQW RI HQKDQFHG IDFLOLWLHV IRU $XVWUDOLD·V OHDGLQJ

KHDOWK DQG PHGLFDO UHVHDUFK LQVWLWXWHV�

,QFUHDVLQJ (PSOR\PHQW 2SSRUWXQLWLHV DQG (QKDQFLQJ (GXFDWLRQ

7KH *RYHUQPHQW LV SXUVXLQJ D ZLGH UDQJH RI ODERXU PDUNHW UHIRUPV WR DFKLHYH VXVWDLQHG
UHGXFWLRQV LQ WKH OHYHO RI XQHPSOR\PHQW� $V SDUW RI WKLV� WKH VFRSH RI DFWLYLWLHV WKDW VDWLVI\

WKH PXWXDO REOLJDWLRQV RI XQHPSOR\PHQW EHQHILFLDU\ UHFLSLHQWV ZLOO EH LQFUHDVHG DQG
PXWXDO REOLJDWLRQ ZLOO EH H[WHQGHG WR WKRVH DJHG EHWZHHQ �� DQG �� \HDUV ZKR KDYH EHHQ

LQ UHFHLSW RI XQHPSOR\PHQW SD\PHQWV IRU �� PRQWKV RU PRUH� :RUN IRU WKH 'ROH ZLOO DOVR
EH EURDGHQHG WR LQFOXGH WKLV JURXS DQG <HDU �� VFKRRO�OHDYHUV LQ UHFHLSW RI

XQHPSOR\PHQW SD\PHQWV IRU PRUH WKDQ WKUHH PRQWKV� ZLWK D GRXEOLQJ RI :RUN IRU WKH

'ROH SODFHV IURP ������ LQ ������� WR ������ E\ �������� 7R FRPEDW WKH VHYHUH
HPSOR\PHQW SUREOHPV IDFHG E\ $ERULJLQDO DQG 7RUUHV 6WUDLW ,VODQGHU SHRSOH� WKH

*RYHUQPHQW ZLOO DOVR GRXEOH WKH IXQGLQJ IRU LQGLJHQRXV HPSOR\PHQW LQLWLDWLYHV WKURXJK
WKH LQWURGXFWLRQ RI WKH ,QGLJHQRXV (PSOR\PHQW 3ROLF\� LQFOXGLQJ WKH ,QGLJHQRXV

(PSOR\PHQW 3URJUDPPH�

(PSOR\HUV LQ UXUDO DQG UHJLRQDO DUHDV ZLOO EH SURYLGHG ZLWK DQ DGGLWLRQDO LQFHQWLYH

SD\PHQW RI $���� WR SURJUHVV 1HZ $SSUHQWLFHV WR KLJKHU VNLOO OHYHOV LQ WUDGHV DQG

RFFXSDWLRQV H[SHULHQFLQJ VNLOO VKRUWDJHV�

7KH *RYHUQPHQW KDV DOUHDG\ LPSOHPHQWHG LWV HOHFWLRQ FRPPLWPHQW IRU DGGLWLRQDO IXQGLQJ

RI $��� PLOOLRQ RYHU ILYH \HDUV IRU &DWKROLF V\VWHPLF VFKRROV� 7KLV GHFLVLRQ IROORZHG DQ
LQGHSHQGHQW DVVHVVPHQW RI WKH QHHGV RI WKLV V\VWHP FRQGXFWHG E\ WKH 1RQ�*RYHUQPHQW

6FKRROV )XQGLQJ 5HYLHZ &RPPLWWHH� $ QHZ DOORFDWLYH PHFKDQLVP IRU GLVWULEXWLQJ JHQHUDO
UHFXUUHQW IXQGLQJ WR QRQ�JRYHUQPHQW VFKRROV ZLOO EH LPSOHPHQWHG IRU WKH ������� VFKRRO

TXDGUHQQLXP� 7KH QHZ PRGHO ZLOO EH EDVHG RQ D PHDVXUH RI WKH VRFLRHFRQRPLF VWDWXV RI
WKH FRPPXQLW\ WKDW D VFKRRO VHUYHV DQG ZLOO SURYLGH D IDLUHU DQG PRUH WUDQVSDUHQW PRGHO

IRU DOORFDWLQJ IXQGLQJ� 8QGHU WKLV PRGHO� IXQGLQJ WR WKH QRQ�JRYHUQPHQW VFKRRO VHFWRU

ZLOO LQFUHDVH E\ DURXQG $��� PLOOLRQ RYHU WKH ������� VFKRRO TXDGUHQQLXP�

+LJK TXDOLW\ HGXFDWLRQ LPSURYHV HPSOR\PHQW RSSRUWXQLWLHV� 7KLV %XGJHW LQFUHDVHV VFKRRO

IXQGLQJ DQG SURYLGHV D UDQJH RI LQLWLDWLYHV WKDW ZLOO EHQHILW $XVWUDOLDQ VFKRRO VWXGHQWV�
(QVXULQJ WKDW HYHU\ $XVWUDOLDQ VFKRRO FKLOG LV DEOH WR UHDG DQG ZULWH LV D NH\ *RYHUQPHQW

SULRULW\� 7KLV %XGJHW EXLOGV RQ SUHYLRXV LQLWLDWLYHV E\ DOORFDWLQJ $��� PLOOLRQ RYHU
IRXU \HDUV IRU OLWHUDF\ DQG QXPHUDF\ SURJUDPPHV LQ VFKRROV� )XQGLQJ LV DOVR EHLQJ

SURYLGHG IRU VWXG\LQJ $VLDQ ODQJXDJHV DQG D TXDOLW\ WHDFKHU SURJUDPPH WKDW ZLOO IRFXV RQ

SURIHVVLRQDO GHYHORSPHQW LQ OLWHUDF\� QXPHUDF\� PDWKHPDWLFV� VFLHQFH� LQIRUPDWLRQ
WHFKQRORJ\ DQG YRFDWLRQDO HGXFDWLRQ�
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,QYHVWLQJ IRU 6WURQJHU *URZWK

7KH *RYHUQPHQW KDV DOORFDWHG DGGLWLRQDO IXQGLQJ RI $��� PLOOLRQ RYHU IRXU \HDUV WR

XSJUDGH WKH 1DWLRQDO +LJKZD\ 6\VWHP DQG URDGV RI QDWLRQDO LPSRUWDQFH� ,QFUHDVHG
IXQGLQJ LV DOVR EHLQJ SURYLGHG IRU EULGJH XSJUDGHV WR IDFLOLWDWH WKH LQWURGXFWLRQ RI

LQFUHDVHG PDVV OLPLWV IRU KHDY\ YHKLFOHV� 7KHVH SURJUDPPHV ZLOO HQKDQFH WKH HIILFLHQF\ RI
RXU URDG WUDQVSRUW V\VWHP� ZLWK FRQVHTXHQWLDO QDWLRQDO DQG UHJLRQDO HFRQRPLF EHQHILWV�

7KH %ODFN 6SRW 3URJUDPPH LV EHLQJ H[WHQGHG IRU D IXUWKHU WZR \HDUV LQ RUGHU WR PDNH RXU

URDGV VDIHU DQG UHGXFH WKH VRFLDO DQG HFRQRPLF FRVWV RI URDG DFFLGHQWV�

%LRWHFKQRORJ\ ZLOO KDYH D PDMRU LPSDFW RQ PDQ\ FRPPHUFLDO DFWLYLWLHV DQG KDV WKH

SRWHQWLDO WR LPSURYH WKH OLYHV RI $XVWUDOLDQV WKURXJK QHZ PHGLFDO WUHDWPHQWV� VDIHU DQG
PRUH QXWULWLRXV IRRG� UHGXFWLRQV LQ WKH XVH RI FKHPLFDOV DQG PRUH VXVWDLQDEOH ODQG XVH

SUDFWLFHV� ,QLWLDWLYHV LQ WKLV %XGJHW ZLOO DVVLVW WKH ELRWHFKQRORJ\ LQGXVWU\ WR PD[LPLVH LWV
FRQWULEXWLRQ WR WKH $XVWUDOLDQ HFRQRP\ WKURXJK HQVXULQJ D FRQVLVWHQW UHJXODWRU\ V\VWHP�

LPSURYLQJ WKH PDQDJHPHQW RI LQWHOOHFWXDO SURSHUW\ LQ ELRWHFKQRORJ\ DQG GHYHORSLQJ
PHDVXUHV WR HQKDQFH DFFHVV WR JHQHWLF DQG ELRORJLFDO UHVRXUFHV�

7R KHOS HQVXUH WKDW $XVWUDOLD PDLQWDLQV LWV VWUHQJWK LQ VFLHQWLILF DQG LQGXVWULDO UHVHDUFK DQG

LQQRYDWLRQ WKH *RYHUQPHQW ZLOO PDLQWDLQ KLJKHU EDVHOLQH IXQGLQJ IRU WKH &6,52�
5HVHDUFK LQIUDVWUXFWXUH IXQGLQJ IRU XQLYHUVLWLHV ZLOO EH LQFUHDVHG DQG QHZ VFLHQFH

OHFWXUHVKLSV ZLOO EH HVWDEOLVKHG� 7KLV FRPSOHPHQWV WKH 6WUDWHJLF 3DUWQHUVKLSV�,QGXVWU\
5HVHDUFK DQG 7UDLQLQJ SURJUDPPH IRU ZKLFK DGGLWLRQDO IXQGLQJ KDV SUHYLRXVO\ EHHQ

DQQRXQFHG�

7KH VDOH RI WKH VHFRQG WUDQFKH RI 7HOVWUD ZLOO SURYLGH D VRFLDO ERQXV WR HQKDQFH QDWLRQDO

FRPPXQLFDWLRQV LQIUDVWUXFWXUH� 7HOHFRPPXQLFDWLRQ LQIUDVWUXFWXUH LQ UHPRWH $XVWUDOLD ZLOO

EH XSJUDGHG WR JLYH DFFHVV WR XQWLPHG ORFDO FDOOV DQG WR UHSODFH WKH SDVWRUDO FDOO UDWH ZLWK D
IDLUHU V\VWHP DW D FRVW RI XS WR $��� PLOOLRQ RYHU WKUHH \HDUV� 7KH 1HWZRUNLQJ WKH 1DWLRQ

UHJLRQDO WHOHFRPPXQLFDWLRQV SURJUDPPH ZLOO SURYLGH HQKDQFHG UXUDO LQWHUQHW DFFHVV�
FRQWLQXRXV PRELOH SKRQH FRYHUDJH RQ PDMRU QDWLRQDO KLJKZD\V DQG DQ H[SDQVLRQ RI WKH

5HJLRQDO 7HOHFRPPXQLFDWLRQV ,QIUDVWUXFWXUH )XQG� 7KH 7HOHYLVLRQ )XQG LQLWLDWLYH ZLOO
SURYLGH $��� PLOOLRQ RYHU ILYH \HDUV WR HOLPLQDWH EHWZHHQ ��� DQG ��� WHOHYLVLRQ

EODFNVSRWV DQG H[SDQG WKH WUDQVPLVVLRQ RI 6%6 WHOHYLVLRQ�

7R HQKDQFH $XVWUDOLD·V FDSDFLW\ WR SDUWLFLSDWH IXOO\ LQ WKH VWURQJ JOREDO JURZWK LQ WKH

ILQDQFLDO VHUYLFHV LQGXVWU\� WKH *RYHUQPHQW KDV DOORFDWHG $��� PLOOLRQ LQ HDFK

RI ��������� DQG ������� IRU LQLWLDWLYHV WR SURPRWH $XVWUDOLD DV D FHQWUH IRU JOREDO
ILQDQFLDO VHUYLFHV�

5XUDO DQG 5HJLRQDO $XVWUDOLD

7KH *RYHUQPHQW LV FRPPLWWHG WR ZRUNLQJ ZLWK $XVWUDOLD·V SULPDU\ LQGXVWULHV WR VHFXUH
WKHLU SURILWDELOLW\� VXVWDLQDELOLW\ DQG FRPSHWLWLYHQHVV� )XQGLQJ LV EHLQJ FRPPLWWHG WR
VXSSRUW WKH 6XSHUPDUNHW WR $VLD 6WUDWHJ\ DQG WR LPSOHPHQW WKH )RRG DQG )LEUH 6XSSO\
&KDLQ 3URJUDPPH� 5HVRXUFHV DUH EHLQJ SURYLGHG IRU WKH 1RUWKHUQ $XVWUDOLDQ 4XDUDQWLQH
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6WUDWHJ\� IRU UHJLRQDO IORRG PLWLJDWLRQ SURJUDPPHV� WR GHWHU LOOHJDO ILVKLQJ LQ $XVWUDOLD·V
VXEDQWDUFWLF ZDWHUV� DQG WR VXSSRUW WKH VXVWDLQDELOLW\ RI WKH *UHDW $UWHVLDQ %DVLQ�

$Q DGGLWLRQDO �� 5HJLRQDO +HDOWK 6HUYLFH &HQWUHV ZLOO EH HVWDEOLVKHG RYHU WKH QH[W

IRXU \HDUV� 7KLV PHDVXUH ZLOO H[WHQG WR PRUH DUHDV DQ DSSURDFK WKDW GUDZV WRJHWKHU KHDOWK�
DJHG FDUH DQG RWKHU FRPPXQLW\ VHUYLFHV WR D FHQWUDO ORFDWLRQ� SURYLGLQJ D PL[ RI VHUYLFHV

WR EHVW PHHW ORFDO SULRULWLHV� )XUWKHU� LQ UHFRJQLWLRQ RI WKH NH\ UROH RI JHQHUDO SUDFWLWLRQHUV�
WKH *RYHUQPHQW ZLOO VSHQG $�� PLOOLRQ RYHU IRXU \HDUV RQ UHWHQWLRQ SD\PHQWV IRU ORQJ

VHUYLQJ *3V ZRUNLQJ LQ UXUDO DQG UHPRWH DUHDV�

7R HQVXUH WKDW 7DVPDQLD LV QRW GLVDGYDQWDJHG IURP KLJK WUDQVSRUW FKDUJHV� DQ H[SDQGHG

IUHLJKW HTXDOLVDWLRQ VFKHPH FRVWLQJ PRUH WKDQ $�� PLOOLRQ SHU \HDU ZLOO EH LPSOHPHQWHG
IURP ����������

7ZR QHZ &HQWUHOLQN FDOO FHQWUHV ZLOO EH HVWDEOLVKHG LQ 0DU\ERURXJK DQG 3RUW $XJXVWD�

7KH QHZ FDOO FHQWUHV ZLOO WDLORU VHUYLFHV WR FXVWRPHUV LQ UHJLRQDO DQG UXUDO $XVWUDOLD�

$V SDUW RI WKH VRFLDO ERQXV WR EH IXQGHG IURP WKH VDOH RI WKH VHFRQG WUDQFKH RI 7HOVWUD�

WKH *RYHUQPHQW ZLOO IXQG WKH HVWDEOLVKPHQW RI XS WR ��� UXUDO WUDQVDFWLRQV FHQWUHV� 7KH
SURJUDPPH ZLOO KHOS VPDOO UXUDO FRPPXQLWLHV WR HVWDEOLVK FHQWUHV WKDW SURYLGH DFFHVV WR

EDVLF WUDQVDFWLRQ VHUYLFHV� VXFK DV EDQNLQJ� SRVW� SKRQH� ID[ DQG 0HGLFDUH (DV\FODLP�

7R HQKDQFH WKH DFFHVV WKDW VWXGHQWV IURP UXUDO DQG UHJLRQDO DUHDV KDYH WR HGXFDWLRQ� WKLV

%XGJHW SURYLGHV D QXPEHU RI LQLWLDWLYHV LQFOXGLQJ LQFUHDVLQJ ERDUGLQJ DOORZDQFH XQGHU WKH

$VVLVWDQFH IRU ,VRODWHG &KLOGUHQ 6FKHPH DQG H[WHQGLQJ HOLJLELOLW\ IRU WKH VWXGHQW ILQDQFLDO
ORDQ VXSSOHPHQW�

$ 6DIHU DQG )DLUHU &RPPXQLW\

7KH %XGJHW FRQWDLQV PHDVXUHV WR VWUHQJWKHQ IDPLO\ UHODWLRQVKLSV� UHGXFH FULPH DQG
LPSURYH DFFHVVLELOLW\ WR MXVWLFH�

,QLWLDWLYHV DJDLQVW FULPH LQFOXGH &ULPWUDF DQG WKH 1DWLRQDO &ULPH 3UHYHQWLRQ 3URJUDPPH�
&ULPWUDF ZLOO SURYLGH DFFHVV WR WKH PRVW XS WR GDWH DQG HIILFLHQW WHFKQRORJ\ WR VWRUH DQG
UHWULHYH LQIRUPDWLRQ WR KHOS SROLFH VROYH FULPHV� $W WKH RWKHU HQG RI WKH VSHFWUXP� WKH
1DWLRQDO &ULPH 3UHYHQWLRQ 3URJUDPPH LV DLPHG DW ILQGLQJ DQG SURPRWLQJ ZD\V RI
SUHYHQWLQJ FULPH DQG YLROHQFH LQ WKH FRPPXQLW\� 7R HQKDQFH DQ HTXLWDEOH DQG DFFHVVLEOH
V\VWHP RI IHGHUDO ODZ DQG MXVWLFH� DGGLWLRQDO FRXQVHOOLQJ DQG PHGLDWLRQ GLVSXWH UHVROXWLRQ
VHUYLFHV ZLOO EH SURYLGHG DQG DFFHVV WR MXVWLFH IRU GLVDGYDQWDJHG SHRSOH LQ UXUDO DQG
UHJLRQDO DUHDV ZLOO EH H[WHQGHG� )XQGLQJ ZLOO EH SURYLGHG WR HVWDEOLVK WKH )HGHUDO
0DJLVWUDWHV 6HUYLFH DQG WR FRQVWUXFW D &RPPRQZHDOWK /DZ &RXUWV EXLOGLQJ LQ $GHODLGH�

7KLV %XGJHW SURYLGHV D UDQJH RI VSHFLILF LQLWLDWLYHV WR VXSSRUW IDPLOLHV WKURXJK SURYLGLQJ
LQFUHDVHG UHODWLRQVKLS VXSSRUW VHUYLFHV� DVVLVWDQFH WR UHVROYH IDPLO\ GLVSXWHV� GHYHORSLQJ
DSSURDFKHV WR UHGXFH GRPHVWLF YLROHQFH� H[SDQVLRQ RI FKLOGUHQ·V FRQWDFW VHUYLFHV� D QHZ
VXLFLGH SUHYHQWLRQ VWUDWHJ\ DQG VXSSRUW IRU FDUHUV RI \RXQJ SHRSOH ZLWK GLVDELOLWLHV� 7KH
*RYHUQPHQW ZLOO LPSOHPHQW D QHZ \RXWK KRPHOHVVQHVV HDUO\ LQWHUYHQWLRQ SURJUDPPH
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DQG SURYLGH LQFUHDVHG IXQGLQJ IRU WKH 6XSSRUWHG $FFRPPRGDWLRQ $VVLVWDQFH 3URJUDPPH
ZKLFK SURYLGHV WUDQVLWLRQDO VXSSRUW DQG DFFRPPRGDWLRQ WR KHOS KRPHOHVV SHRSOH DQG

WKRVH DW ULVN IURP GRPHVWLF YLROHQFH�

7R GDWH WKH *RYHUQPHQW KDV FRPPLWWHG RYHU $��� PLOOLRQ WR WKH 1DWLRQDO ,OOLFLW 'UXJ
6WUDWHJ\ IRU D UDQJH RI LQLWLDWLYHV LQ WKH ILJKW DJDLQVW GUXJV� 7KLV LQFOXGHV RYHU $�� PLOOLRQ

LQ WKLV %XGJHW WR IXOILOO HOHFWLRQ SURPLVHV� 7KH %XGJHW SURYLGHV DQ DGGLWLRQDO $��� PLOOLRQ
RYHU IRXU \HDUV IRU HDUO\ LQWHUYHQWLRQ DQG GLYHUVLRQ RI LOOLFLW GUXJ XVHUV WR FRXQVHOOLQJ DQG

WUHDWPHQW� DQG IRU HGXFDWLRQ DQG SUHYHQWLRQ DFWLYLWLHV LQFOXGLQJ VXSSO\ FRQWURO�

(QYLURQPHQW DQG 6SRUW

)XQGLQJ RI $��� PLOOLRQ KDV EHHQ DOORFDWHG WR WKH 1DWXUDO +HULWDJH 7UXVW DV SDUW RI WKH
VRFLDO ERQXV IURP VHOOLQJ WKH VHFRQG WUDQFKH RI 7HOVWUD� 7KLV ZLOO PDLQWDLQ VXSSRUW IRU WKH
IXOO UDQJH RI 1DWXUDO +HULWDJH 7UXVW SURJUDPPHV VXFK DV %XVKFDUH� 5LYHUFDUH� /DQGFDUH
DQG &RDVWFDUH� 0XUUD\�'DUOLQJ ����� DQG VXSSRUW IRU HQGDQJHUHG VSHFLHV� ZHWODQGV DQG
:RUOG +HULWDJH SODFHV� 7KH %XGJHW DOVR FRQWDLQV LQFUHDVHG IXQGLQJ IRU WKH /LYLQJ &LWLHV
SURJUDPPH� RFHDQV SROLF\� WKH %XUHDX RI 0HWHRURORJ\ DQG IRU D UDQJH RI HQYLURQPHQW
SURWHFWLRQ PHDVXUHV�

&RQVLVWHQW ZLWK WKH *RYHUQPHQW·V HOHFWLRQ FRPPLWPHQW� D IXUWKHU $��� PLOOLRQ LV WR EH
PDGH DYDLODEOH WR WKH $XVWUDOLDQ 6SRUWV &RPPLVVLRQ RYHU WKH SHULRG ���������
WR �������� 7KLV IXQGLQJ ZLOO PDLQWDLQ VXSSRUW IRU QDWLRQDO VSRUWV LQIUDVWUXFWXUH DQG WKH
GHYHORSPHQW RI HOLWH DWKOHWHV� LQFOXGLQJ WKH H[WHQVLRQ RI WKH 2O\PSLF $WKOHWH 3URJUDPPH�
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$SSHQGL[ $� )LVFDO 3ROLF\ XQGHU $FFUXDO %XGJHWLQJ

7KH *RYHUQPHQW KDV DGRSWHG DQ DFFUXDO EXGJHWLQJ IUDPHZRUN IRU SXEOLF VHFWRU
EXGJHWLQJ DQG UHSRUWLQJ� 7KH ��������� %XGJHW LV WKH ILUVW &RPPRQZHDOWK EXGJHW WR XVH
DQ DFFUXDO IUDPHZRUN� 7KLV PRYH LV DQ LPSRUWDQW VWHS LQ WKH *RYHUQPHQW·V ILQDQFLDO
PDQDJHPHQW UHIRUP SURJUDPPH WR GHYHORS PRUH EXVLQHVV�OLNH UHSRUWLQJ LQ WKH SXEOLF
VHFWRU� ,W ZLOO HQVXUH WKDW DJHQF\ UHSRUWLQJ DFFRXQWV IRU WKH IXOO FRVW RI VHUYLFH GHOLYHU\
DQG LQFRUSRUDWHV D ¶ZKROH�RI�JRYHUQPHQW· DSSURDFK� 7KH PDLQ DGYDQWDJH RI DFFUXDO
PHDVXUHV �DV RSSRVHG WR FDVK� LV WKDW WKH\ SURYLGH D PRUH FRPSUHKHQVLYH LQGLFDWLRQ RI
WKH WRWDO DFWLYLW\ RI *RYHUQPHQW DQG WKH ORQJHU�WHUP HIIHFWV RI FXUUHQW SROLF\� &DVK
PHDVXUHV GR� KRZHYHU� KDYH VRPH DGYDQWDJHV IRU WUDFNLQJ H[SHQGLWXUHV LQ D ILVFDO \HDU DQG
KHOSLQJ WR LGHQWLI\ WKH VKRUW�WHUP HIIHFW RI ILVFDO SROLF\ RQ WKH HFRQRP\�

$&&58$/ $&&2817,1* 67$1'$5'6

7KHUH DUH WZR DFFUXDO VWDQGDUGV DJDLQVW ZKLFK WKH *RYHUQPHQW KDV UHSRUWHG DJDLQVW LQ

WKLV %XGJHW�

x 7KH $%6·V DFFUXDO *RYHUQPHQW )LQDQFH 6WDWLVWLFV �*)6� VWDQGDUG �UHIHU WR

6WDWHPHQW ���

7KH $%6 LV PRYLQJ WR FRPSLOH WKH *)6 RQ DQ DFFUXDO EDVLV� 7KH SURSRVHG DFFUXDO
SUHVHQWDWLRQ ZLOO FRQVLVW RI IRXU VWDWHPHQWV� $Q RSHUDWLQJ VWDWHPHQW ZLOO GHVFULEH IORZV
DQG ZLOO IHDWXUH WKUHH QHZ VXPPDU\ PHDVXUHV �QHW OHQGLQJ� WKH LQFUHDVH LQ QHW ZRUWK
DQG WKH QHW RSHUDWLQJ UHVXOW�� $ IXOO EDODQFH VKHHW ZLOO GHVFULEH WKH ILQDQFLDO VWRFNV DQG
YDOXH RI SK\VLFDO DVVHWV� ,Q DGGLWLRQ� WKHUH ZLOO EH D UHFRQFLOLDWLRQ VWDWHPHQW RI VWRFNV
DQG IORZV� DQG D FDVK IORZ VWDWHPHQW�

,Q WKH SURSRVHG *)6 V\VWHP� WKH FODVVLILFDWLRQ RI VRPH WUDQVDFWLRQV ZLOO GLIIHU IURP
WKH DFFUXDO WUHDWPHQW XQGHU DFFRXQWLQJ VWDQGDUGV�

x $XVWUDOLDQ $FFRXQWLQJ 6WDQGDUG �$$6 ���� )LQDQFLDO 5HSRUWLQJ E\ *RYHUQPHQW �UHIHU WR

6WDWHPHQW ���

$$6 �� UHTXLUHV JRYHUQPHQWV WR SUHSDUH DFFUXDO�EDVHG JHQHUDO SXUSRVH ILQDQFLDO

UHSRUWV� LQFOXGLQJ WKH DVVHWV WKH\ FRQWURO� DQ\ OLDELOLWLHV LQFXUUHG� DQG WKHLU UHYHQXHV

DQG H[SHQVHV�

8QGHU $$6 ��� JRYHUQPHQWV PXVW SUHSDUH DQ RSHUDWLQJ VWDWHPHQW �DOVR NQRZQ DV WKH

VWDWHPHQW RI UHYHQXH DQG H[SHQVH� RU WKH SURILW DQG ORVV VWDWHPHQW�� D VWDWHPHQW RI

ILQDQFLDO SRVLWLRQ �RU EDODQFH VKHHW� DQG D VWDWHPHQW RI FDVK IORZV�
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7KH ILVFDO EDODQFH �*)6 QHW OHQGLQJ� LV WKH DFFUXDO HTXLYDOHQW RI WKH XQGHUO\LQJ FDVK

EDODQFH� /LNH LWV FDVK HTXLYDOHQW� WKH ILVFDO EDODQFH PHDVXUHV WKH *RYHUQPHQW·V QHW
OHQGLQJ DQG KHQFH GLUHFW FRQWULEXWLRQ WR WKH FXUUHQW DFFRXQW GHILFLW�

$V QRWHG LQ 3DUWV , DQG ,,,� WKH *RYHUQPHQW·V ILVFDO VWUDWHJ\ ZLOO EH PDLQWDLQHG XQGHU
DFFUXDOV ZLWK WKH IRFXV RI ILVFDO SROLF\ PRYLQJ WR WKH ILVFDO EDODQFH�

)RFXVLQJ RQ WKH ILVFDO EDODQFH �UDWKHU WKDQ WKH RSHUDWLQJ UHVXOW� HQVXUHV FRQVLVWHQF\ ZLWK

WKH $XVWUDOLDQ 1DWLRQDO $FFRXQWV FRQFHSWV RI QHW OHQGLQJ�

7KH ILVFDO EDODQFH PHDVXUHV WKH H[WHQW WR ZKLFK WKH *RYHUQPHQW LV DGGLQJ WR RU GUDZLQJ

GRZQ RQ WKH SULYDWH VDYLQJV SRRO� 7KH *RYHUQPHQW·V ILVFDO VWUDWHJ\ LV WR HQVXUH WKDW� RQ
DYHUDJH� RYHU WKH FRXUVH RI WKH HFRQRPLF F\FOH WKH JRYHUQPHQW VHFWRU LV QRW GUDZLQJ RQ

SULYDWH VHFWRU VDYLQJ�

$OWKRXJK WKH ILVFDO EDODQFH LV WKH DFFUXDO FRXQWHUSDUW RI WKH XQGHUO\LQJ FDVK EDODQFH WKH

WZR DUH OLNHO\ WR GLYHUJH LQ WKH VKRUW WHUP GXH WR GLIIHUHQFHV EHWZHHQ ZKHQ WUDQVDFWLRQV

DUH UHFRUGHG LQ FDVK DQG DFFUXDO WHUPV�

'HULYLQJ WKH )LVFDO %DODQFH

$OWKRXJK ILVFDO EDODQFH LV DQ DJJUHJDWH LQ WKH *)6 RSHUDWLQJ VWDWHPHQW �UHIHU WR

6WDWHPHQW �� LW FDQ DOVR EH FDOFXODWHG WKURXJK VHYHUDO DGMXVWPHQWV WR WKH DFFRXQWLQJ

VWDQGDUG RSHUDWLQJ UHVXOW �VHH 7DEOH ��� 7KHVH DGMXVWPHQWV FDQ EH EURDGO\ JURXSHG LQWR

WZR FDWHJRULHV� UHYDOXDWLRQV DQG FDSLWDO�

5HYDOXDWLRQV UHIOHFW FKDQJHV WR WKH YDOXH RI DVVHWV DQG OLDELOLWLHV� 7KHVH UHYDOXDWLRQV GR
QRW DIIHFW FDVK PHDVXUHV RI EXGJHW EDODQFH� EXW DUH EURXJKW WR ERRN LQ WKH FDOFXODWLRQ RI
WKH DFFRXQWLQJ VWDQGDUG RSHUDWLQJ UHVXOW� 7KH\ DUH QRW� KRZHYHU� LQFOXGHG LQ WKH
PHDVXUHPHQW RI ILVFDO EDODQFH� 5HYDOXDWLRQV GR QRW DIIHFW WKH ILVFDO EDODQFH DV WKH\ GR QRW
LQYROYH D FKDQJH LQ WKH *RYHUQPHQW·V UHVRXUFH SRVLWLRQ� LQVWHDG WKH\ UHIOHFW FKDQJHV LQ

WKH YDOXH RI DVVHWV DQG OLDELOLWLHV UHVXOWLQJ IURP IORZV WKDW DUH QRW WUDQVDFWLRQV� VXFK DV
FKDQJHV LQ SULFHV �HJ JDLQV IURP IRUHLJQ H[FKDQJH�� )RU H[DPSOH� DQ DFWXDULDO GULYHQ
UHDVVHVVPHQW RI WKH *RYHUQPHQW·V VXSHUDQQXDWLRQ OLDELOLW\ PD\ OHDG WR D PRUH DFFXUDWH
YDOXH EHLQJ UHFRUGHG LQ WKH EDODQFH VKHHW� EXW WKLV KDV QRW FKDQJHG WKH *RYHUQPHQW·V
FXUUHQW UHVRXUFH SRVLWLRQ DQG ZLOO QRW DIIHFW WKH ILVFDO EDODQFH�

7KH RWKHU PDMRU GLIIHUHQFH EHWZHHQ WKH DFFRXQWLQJ RSHUDWLQJ UHVXOW DQG WKH ILVFDO EDODQFH
LV WKH WUHDWPHQW RI FDSLWDO H[SHQGLWXUH� $V ZLWK FDVK PHDVXUHV� ILVFDO EDODQFH LQFRUSRUDWHV
FDSLWDO H[SHQGLWXUH �QHW�� QRW FDSLWDO XVH RU GHSUHFLDWLRQ� DV WKH ILVFDO EDODQFH LV GHWHFWLQJ
WKH IXOO LQYHVWPHQW E\ JRYHUQPHQW LQ D SDUWLFXODU SHULRG� 7KHUHIRUH� GHSUHFLDWLRQ LV ¶DGGHG

EDFN· WR WKH DFFRXQWLQJ VWDQGDUG RSHUDWLQJ UHVXOW DQG UHSODFHG ZLWK FDSLWDO H[SHQGLWXUH�
WKH FDSLWDO DGMXVWPHQW�
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7DEOH �� %XGJHW (VWLPDWHV

*HQHUDO *RYHUQPHQW 6HFWRU

�������
7RWDO

(VWLPDWH

�������
7RWDO

(VWLPDWH

�������
7RWDO

3URMHFWLRQ

�������
7RWDO

3URMHFWLRQ

�������
7RWDO

3URMHFWLRQ

��� 8QGHUO\LQJ FDVK EDODQFH �QHZ

WUHDWPHQW� ���� ���� ���� ���� �����

SOXV QHW DGYDQFHV ���� ����� ���� ����� �����

+HDGOLQH FDVK EDODQFH ���� ����� ���� ����� �����

OHVV *)6�$$6�� FODVVLILFDWLRQ
GLIIHUHQFHV ��� ���� ��� ���� ��

OHVV QHW FDVK IURP LQYHVWLQJ
DFWLYLWLHV ���� ����� ����� ����� �����

SOXV DFFUXDO DGMXVWPHQWV
�UHYHQXHV QRW SURYLGLQJ FDVK
SOXV FDVK XVHG �SURYLGHG� E\
ZRUNLQJ FDSLWDO LWHPV OHVV
H[SHQVHV QRW UHTXLULQJ FDVK� ����� ����� �� ����� �����

2SHUDWLQJ UHVXOW ���� ���� ���� ���� �����

��� SOXV WRWDO DFFUXDO DGMXVWPHQWV ��� ��� ���� ����� ����

��� 2SHUDWLQJ UHVXOW �EHIRUH

DEQRUPDOV� ���� ���� ���� ���� �����

��� SOXV UHYDOXDWLRQV�ZULWHGRZQV
IURP VXSHUDQQXDWLRQ � � � � �

��� SOXV QHW ZULWHGRZQ RI DVVHWV�EDG
DQG GRXEWIXO GHEWV ���� ���� ��� ���� ����

��� SOXV QHW IRUHLJQ H[FKDQJH ORVVHV ���� � � � �

��� SOXV RWKHU HFRQRPLF UHYDOXDWLRQV ��� ��� ��� ��� ��

��� OHVV SURILW �ORVV� RQ WKH VDOH RI

DVVHWV
� ��� ��� ��� ���

��� OHVV FRVWV RI DVVHW VDOHV �� ��� � ��� ���

����*)6 RSHUDWLQJ UHVXOW ���� ���� ���� ���� �����

���� OHVV SXUFKDVH RI SURSHUW\ SODQW
DQG HTXLSPHQW DQG LQWDQJLEOHV ���� ���� ���� ���� ����

���� OHVV DVVHWV DFTXLUHG XQGHU ILQDQFH
OHDVHV QD QD QD QD QD

���� OHVV RWKHU QRQ�ILQDQFLDO DVVHWV ��� � ��� � ��

���� OHVV LQFUHDVH LQ LQYHQWRULHV ���� ���� ���� � ���

���� SOXV SURFHHGV IURP VDOHV RI
SURSHUW\� SODQW DQG HTXLSPHQW
DQG LQWDQJLEOHV ��� ��� ��� ��� ���

���� SOXV GHSUHFLDWLRQ DQG
DPRUWLVDWLRQ ���� ���� ���� ���� ����

���� )LVFDO EDODQFH �*)6 QHW

OHQGLQJ� ���� ���� ���� ���� �����

1RWH� ,WHPV ��� WR ��� UHIOHFW UHYDOXDWLRQV� ,WHPV ���� WR ���� UHIOHFW WKH FDSLWDO DGMXVWPHQW�

7KH WDEOH EHORZ SURYLGHV DFFUXDO HVWLPDWHV RI WKH *RYHUQPHQW·V ILVFDO SRVLWLRQ DW
WKH ������� 0<()2� 7KHVH HVWLPDWHV DUH EDVHG RQ DFFUXDO GDWD FROOHFWHG IRU
WKH ��������� %XGJHW DQG VKRXOG WKHUHIRUH EH WUHDWHG DV LQGLFDWLYH RQO\�
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7DEOH �� ������� 0<()2 (VWLPDWHV

*HQHUDO *RYHUQPHQW 6HFWRU

�������
7RWDO

(VWLPDWH

�������
7RWDO

3URMHFWLRQ

�������
7RWDO

3URMHFWLRQ

�������
7RWDO

3URMHFWLRQ

��� 8QGHUO\LQJ FDVK EDODQFH �ROG

WUHDWPHQW� ���� ���� ���� ����

��� OHVV SURYLVLRQV ���� ���� ���� ����

��� 8QGHUO\LQJ FDVK EDODQFH �QHZ

WUHDWPHQW� ���� ���� ���� ����

SOXV QHW DGYDQFHV ���� ����� ����� ����

+HDGOLQH FDVK EDODQFH ���� ����� ����� �����

OHVV QHW FDVK IURP LQYHVWLQJ
DFWLYLWLHV ��� ���� ����� ����

SOXV DFFUXDO DGMXVWPHQWV �UHYHQXHV

QRW SURYLGLQJ FDVK SOXV FDVK XVHG
�SURYLGHG� E\ ZRUNLQJ FDSLWDO
LWHPV OHVV H[SHQVHV QRW UHTXLULQJ
FDVK� ����� ����� ���� �����

2SHUDWLQJ UHVXOW ���� ���� ���� ����

��� SOXV WRWDO DFFUXDO DGMXVWPHQWV ���� ��� ���� ����

��� 2SHUDWLQJ UHVXOW �EHIRUH

DEQRUPDOV� ���� ���� ���� ����

��� SOXV UHYDOXDWLRQV�ZULWHGRZQV IURP

VXSHUDQQXDWLRQ � � � �

��� SOXV QHW ZULWHGRZQ RI DVVHWV�EDG DQG

GRXEWIXO GHEWV ��� ��� ���� ����

��� SOXV QHW IRUHLJQ H[FKDQJH ORVVHV ���� � � �

��� SOXV RWKHU HFRQRPLF UHYDOXDWLRQV ��� ��� ��� ���

���� OHVV SURILW �ORVV� RQ WKH VDOH RI DVVHWV �� �� �� ��

���� OHVV FRVWV RI DVVHW VDOHV �� ��� ��� �

����*)6 RSHUDWLQJ UHVXOW ���� ���� ���� ����

���� OHVV SXUFKDVH RI SURSHUW\ SODQW DQG
HTXLSPHQW DQG LQWDQJLEOHV ���� ���� ���� ����

���� OHVV DVVHWV DFTXLUHG XQGHU ILQDQFH
OHDVHV

QD QD QD QD

���� OHVV RWKHU QRQ�ILQDQFLDO DVVHWV ��� � ��� �

���� OHVV LQFUHDVH LQ LQYHQWRULHV ���� ���� ��� ��

���� SOXV SURFHHGV IURP VDOHV RI SURSHUW\�
SODQW DQG HTXLSPHQW DQG LQWDQJLEOHV ��� ��� ��� ���

���� SOXV GHSUHFLDWLRQ DQG DPRUWLVDWLRQ ���� ���� ���� ����

���� )LVFDO EDODQFH �*)6 QHW OHQGLQJ� ���� ���� ���� ����

1RWH� ,WHPV ��� WR ���� UHIOHFW UHYDOXDWLRQV� ,WHPV ���� WR ���� UHIOHFW WKH FDSLWDO DGMXVWPHQW�

',))(5(1&(6 %(7:((1 &$6+ $1' $&&58$/6

8QGHU D FDVK V\VWHP� WUDQVDFWLRQV DUH UHFRUGHG LQ WKH UHSRUWLQJ SHULRG LQ ZKLFK FDVK
FKDQJHV KDQGV� $Q DFFUXDO V\VWHP UHFRUGV WUDQVDFWLRQV LQ WKH SHULRG LQ ZKLFK LQFRPH LV
HDUQHG RU H[SHQVHV LQFXUUHG� VXEMHFW WR WKH LPSRUWDQW FDYHDW WKDW WKH WUDQVDFWLRQV DUH DEOH
WR EH UHOLDEO\ PHDVXUHG DW WKDW WLPH� (IIHFWLYHO\� DVVHWV� OLDELOLWLHV� UHYHQXHV DQG H[SHQVHV
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DULVLQJ IURP WUDQVDFWLRQV RU RWKHU HYHQWV PXVW EH UHFRJQLVHG LQ WKH ILQDQFLDO VWDWHPHQWV
ZKHQ WKH\ KDYH DQ HFRQRPLF LPSDFW RQ WKH JRYHUQPHQW� UHJDUGOHVV RI ZKHQ WKH
DVVRFLDWHG FDVK IORZV RFFXU�

7KH PDMRU GLIIHUHQFHV EHWZHHQ FDVK EXGJHWLQJ DQG WKH DFFUXDO IUDPHZRUN DUH RXWOLQHG
EHORZ�

6XSHUDQQXDWLRQ

$FFUXDO EXGJHWLQJ ZLOO UHFRUG WKH DFFUXLQJ VXSHUDQQXDWLRQ H[SHQVH ZKHWKHU WKH OLDELOLW\ LV

IXQGHG RU XQIXQGHG� 7KH VXSHUDQQXDWLRQ H[SHQVH LQ WKH RSHUDWLQJ VWDWHPHQW� LQ D JLYHQ
\HDU� LV HTXDO WR WKH VXSHUDQQXDWLRQ DFFUXLQJ WR FXUUHQW HPSOR\HHV� DV ZHOO DV WKH LQWHUHVW

RU JURZWK RI WKH RXWVWDQGLQJ OLDELOLW\� ,Q FDOFXODWLQJ FKDQJHV LQ WKH VWRFN RI XQIXQGHG
VXSHUDQQXDWLRQ OLDELOLWLHV� WKH DFWXDU\ WDNHV LQWR DFFRXQW WKH QXPEHU RI VDODU\ HDUQHUV DQG

DVVXPSWLRQV UHODWLQJ WR ZDJHV JURZWK� LQIODWLRQ DQG WKH H[SHFWHG UDWH RI UHWXUQ RQ
LQYHVWPHQW� :KLOH WKLV ZLOO VKRZ WKH WUXH FRVW RI DFFUXLQJ VXSHUDQQXDWLRQ OLDELOLWLHV� LW

GRHV QRW FKDQJH WKH XQIXQGHG QDWXUH RI WKH OLDELOLW\�

3XEOLF 'HEW ,QWHUHVW �3',�

8QGHU FDVK DFFRXQWLQJ� 3', LV UHFRUGHG DV WKH LQWHUHVW SDLG GXULQJ WKH \HDU� 8QGHU DQ
DFFUXDO DSSURDFK� DOORZDQFH LV DOVR PDGH IRU LQWHUHVW DFFUXHG� EXW QRW DFWXDOO\ SDLG� GXULQJ
WKH SHULRG�

$ IXUWKHU GLIIHUHQFH EHWZHHQ FDVK DQG DFFUXDO DFFRXQWLQJ IRU 3', FRQFHUQV WKH WUHDWPHQW
RI SUHPLD DQG GLVFRXQWV ZKHQ GHEW LV LVVXHG RU ZKHQ LW LV UHSXUFKDVHG� 8QGHU WKH FDVK
IUDPHZRUN� DQ LVVXH SUHPLXP LV UHFRUGHG DV DQ RIIVHW WR 3', DW WKH WLPH RI GHEW LVVXH�
DQG DQ LVVXH GLVFRXQW LV UHFRUGHG DV 3', ZKHQ WKDW GHEW LV FDQFHOOHG� ,Q WKH DFFRXQWLQJ
VWDQGDUG IUDPHZRUN� KRZHYHU� ERWK LVVXH SUHPLD DQG GLVFRXQWV DUH DPRUWLVHG RYHU WKH OLIH
RI WKH VWRFN� ZKLOH LQ WKH DFFUXDO *)6 IUDPHZRUN SUHPLD DQG GLVFRXQWV DUH FRQVLGHUHG
HFRQRPLF UHYDOXDWLRQV�

7D[DWLRQ 5HYHQXH

7KH SUHSDUDWLRQ RI DFFUXDO HVWLPDWHV UHTXLUHV D FRQFHSWXDOO\ FRQVLVWHQW DQG UHOLDEOH
PHWKRG RI UHFRJQLVLQJ ZKHQ WD[DWLRQ UHYHQXH DFFUXHV WR WKH &RPPRQZHDOWK�

7KH &RPPRQZHDOWK FRXOG UHFRUG DQ DFFUXDO RI UHYHQXH DW WKH WLPH WKDW HFRQRPLF
WUDQVDFWLRQV� UHVXOWLQJ LQ D WD[DWLRQ OLDELOLW\� WRRN SODFH� ,W LV YHU\ GLIILFXOW� KRZHYHU� WR
NQRZ ZKHQ DOO VXFK WUDQVDFWLRQV WDNH SODFH� $V D UHVXOW� UHYHQXH ZLOO EH UHFRJQLVHG DV
DFFUXLQJ DW WKH WLPH WKH UHOHYDQW WD[ ODZ LQGLFDWHV WKH H[LVWHQFH RI D UHTXLUHPHQW WR SD\ DQ
DPRXQW LQ WD[ RU ZKHQ D WD[ OLDELOLW\ DVVHVVPHQW LV UDLVHG E\ WKH $XVWUDOLDQ 7D[DWLRQ
2IILFH �$72� RU WKH $XVWUDOLDQ &XVWRPV 6HUYLFH �$&6�� 7KDW LV� UHYHQXH LV RQO\
UHFRJQLVHG ZKHQ WKH WD[SD\HU PDNHV D VHOI�DVVHVVPHQW RU WKH $72�$&6 LVVXHV DQ
DVVHVVPHQW�



����

,Q HIIHFW RQO\ WZR FKDQJHV WR FXUUHQW FDVK HVWLPDWHV DUH UHTXLUHG� 7KHVH DUH DGMXVWPHQWV
IRU UHFHLYDEOHV� DQG IRU EDG DQG GRXEWIXO GHEWV�

7KH DGMXVWPHQW IRU UHFHLYDEOHV UHFRJQLVHV UHYHQXH IRU ZKLFK DQ DVVHVVPHQW KDV EHHQ
LVVXHG EXW ZKLFK KDV QRW \HW EHHQ UHFHLYHG DQG H[FOXGHV FDVK UHFHLYHG ZKLFK KDV DOUHDG\
EHHQ DFFRXQWHG IRU LQ UHFHLYDEOHV �EHFDXVH LW DFFUXHG LQ D SUHYLRXV UHSRUWLQJ SHULRG��

)RU H[DPSOH� DFFUXDO UHYHQXH LV UHFRJQLVHG DW WKH WLPH DQ DVVHVVPHQW IRU WD[DWLRQ RFFXUV�
1HZ FRPSDQ\ WD[ SD\PHQW DUUDQJHPHQWV FRPPHQFLQJ LQ ������� ZLOO LQYROYH VRPH
FRPSDQLHV EHLQJ DVVHVVHG IRU WD[ XQGHU ERWK WKH H[LVWLQJ DQG QHZ SD\PHQW DUUDQJHPHQWV
LQ WKDW \HDU� $V DQQRXQFHG LQ $ 1HZ 7D[ 6\VWHP��FRPSDQLHV ZLOO EH DOORZHG WR GHIHU SDUW
RI WKLV WD[ OLDELOLW\ WR ODWHU \HDUV WR VPRRWK DFWXDO WD[ SD\PHQWV LQ �������� &RPSDQLHV ZLOO
WKHUHIRUH EH DVVHVVHG IRU WD[ LQVWDOPHQWV LQ ������� WKDW ZLOO QRW EH SDLG XQWLO VRPH WLPH
LQ WKH IXWXUH� $VVHVVPHQWV RQ WKHVH GHIHUUHG DPRXQWV DUH WUHDWHG DV D UHFHLYDEOH LQ
�������� UHVXOWLQJ LQ DFFUXDO UHYHQXH EHLQJ ODUJHU WKDQ FDVK UHYHQXH LQ ������� EXW ORZHU
WKDQ FDVK LQ WKH IROORZLQJ \HDUV�

7KH DGMXVWPHQW IRU EDG DQG GRXEWIXO GHEWV DOORZV IRU WKH IDFW WKDW VRPH DFFRXQWV
UHFHLYDEOH DUH QHYHU SDLG DQG DUH HYHQWXDOO\ ZULWWHQ RII� $W WKH HQG RI HDFK ILQDQFLDO \HDU
WD[ UHFHLYDEOHV WKDW DUH OLNHO\ WR EHFRPH XQFROOHFWDEOH DUH EURXJKW WR DFFRXQW DQG
H[SHQVHG WR WKH \HDU MXVW ILQLVKLQJ� ,Q WKLV ZD\ H[SHQVHV DUH PDWFKHG WR WKH SHULRG LQ
ZKLFK WKH\ ZHUH LQFXUUHG�

&DSLWDO

$FFUXDO DFFRXQWLQJ UHFRUGV FDSLWDO XVH �GHSUHFLDWLRQ� LQ WKH RSHUDWLQJ VWDWHPHQW� ZKHUHDV

FDVK DFFRXQWLQJ UHFRUGV FDSLWDO H[SHQGLWXUH� +RZHYHU� WKH *RYHUQPHQW·V SULPDU\ ILVFDO

WDUJHW� WKH ILVFDO EDODQFH� ZLOO FRQWLQXH WR UHFRUG FDSLWDO H[SHQGLWXUH LQVWHDG RI
GHSUHFLDWLRQ� 7KLV WUHDWPHQW LV QHFHVVDU\ EHFDXVH WKH ILVFDO EDODQFH LV LQWHQGHG WR PHDVXUH
QHW OHQGLQJ� RU WKH GLIIHUHQFH EHWZHHQ VDYLQJ DQG LQYHVWPHQW H[SHQGLWXUH� 7KHUHIRUH WKH
ILVFDO EDODQFH GHWHFWV WKH FDVK ¶LQYHVWPHQW· LQ D JLYHQ \HDU� QRW WKH FDSLWDO XVHG� 7KH FDVK
IORZ VWDWHPHQW ZLOO RXWOLQH PRVW FDSLWDO H[SHQGLWXUH LQ WKH FDWHJRULHV ¶SXUFKDVH RI
SURSHUW\� SODQW DQG HTXLSPHQW� DQG LQWDQJLEOHV· DQG ¶SURFHHGV IURP VDOH RI SURSHUW\� SODQW
DQG HTXLSPHQW� DQG LQWDQJLEOHV·�
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$SSHQGL[ %� 3URYLVLRQV

7KH *RYHUQPHQW VWLOO PDNHV VXSHUDQQXDWLRQ SD\PHQWV WR FXUUHQW DQG IRUPHU HPSOR\HHV
RI 37(V ZKR ZHUH RQFH HPSOR\HHV ZLWKLQ WKH JHQHUDO JRYHUQPHQW VHFWRU� 7KHVH
SD\PHQWV DUH WHUPHG ¶SURYLVLRQV· DQG WR GDWH KDYH EHHQ WUHDWHG DV ILQDQFLQJ WUDQVDFWLRQV�
DQG DV VXFK GLG QRW LPSDFW RQ WKH EXGJHW ¶ERWWRP OLQH· EDODQFH� 7KLV ZDV FRQVLVWHQW ZLWK
WKHLU WUHDWPHQW E\ WKH $%6 LQ WKH $XVWUDOLDQ 1DWLRQDO $FFRXQWV�

7KH $%6 KDV UHFHQWO\ DGRSWHG UHYLVHG LQWHUQDWLRQDO VWDWLVWLFDO VWDQGDUGV �61$ ��� LQ WKH
$XVWUDOLDQ 1DWLRQDO $FFRXQWV� $V SDUW RI WKHVH QHZ VWDQGDUGV ¶SURYLVLRQV· DUH EURXJKW
¶DERYH WKH OLQH·� 7R PDLQWDLQ FRQVLVWHQF\ ZLWK WKLV UHYLVHG $%6 WUHDWPHQW� IURP
WKH ��������� %XGJHW SURYLVLRQV ZLOO QRZ EH EURXJKW ¶RQ EXGJHW·� OLNH RWKHU
VXSHUDQQXDWLRQ SD\PHQWV� DQG LQFOXGHG LQ EXGJHW ERWWRP OLQHV� 7KLV FODVVLILFDWLRQ FKDQJH
ZLOO KDYH WKH HIIHFW RI UHGXFLQJ WKH KHDGOLQH DQG XQGHUO\LQJ FDVK EDODQFH E\
DURXQG $�ô ELOOLRQ SHU DQQXP�

7KH *RYHUQPHQW KDV DOZD\V SXEOLVKHG EXGJHW ERWWRP OLQHV LQFOXVLYH RI SURYLVLRQV LQ
*)6 WDEOHV� )URP WKH ��������� %XGJHW WKH *)6 FDVK EDODQFH ZLOO DOLJQ ZLWK WKH
XQGHUO\LQJ FDVK EDODQFH �UHIHU WR 6WDWHPHQW ���

8QGHU DFFUXDOV� IRU WKH FDOFXODWLRQ RI ILVFDO EDODQFH� WKH UHOHYDQW H[SHQVH LV D PHDVXUH RI
WKH DFFUXLQJ LQWHUHVW RU JURZWK RQ WKH RXWVWDQGLQJ 37( VXSHUDQQXDWLRQ OLDELOLW\� $V D
FRQVHTXHQFH RI WLPLQJ GLIIHUHQFHV� WKH DFFUXDO H[SHQVH LV H[SHFWHG WR EH OHVV WKDQ WKH FDVK
RXWOD\V LQ UHVSHFW RI WKLV OLDELOLW\�
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&RQWHQWV

3DUW ,� 2YHUYLHZ ����������������������������������������������������������������������������������������� ���

3DUW ,,� 7KH 2XWORRN IRU WKH ,QWHUQDWLRQDO (FRQRP\���������������������������������� ���

3DUW ,,,� 7KH 2XWORRN IRU WKH 'RPHVWLF (FRQRP\ ������������������������������������ ����

'HPDQG DQG 2XWSXW������������������������������������������������������������������������������������������������������������������ ����

+RXVHKROG &RQVXPSWLRQ���������������������������������������������������������������������������������������������������������� ����

'ZHOOLQJ ,QYHVWPHQW������������������������������������������������������������������������������������������������������������������ ����

%XVLQHVV ,QYHVWPHQW ������������������������������������������������������������������������������������������������������������������ ����

3XEOLF )LQDO 'HPDQG ����������������������������������������������������������������������������������������������������������������� ����

1RQ�IDUP ,QYHQWRULHV���������������������������������������������������������������������������������������������������������������� ����

)DUP 6HFWRU ��������������������������������������������������������������������������������������������������������������������������������� ����

1HW ([SRUWV DQG WKH &XUUHQW $FFRXQW %DODQFH �������������������������������������������������������������������� ����

/DERXU 0DUNHW ���������������������������������������������������������������������������������������������������������������������������� ����

:DJHV�������������������������������������������������������������������������������������������������������������������������������������������� ����

3ULFHV �������������������������������������������������������������������������������������������������������������������������������������������� ����

3DUW ,9� 8QFHUWDLQWLHV 6XUURXQGLQJ WKH 2XWORRN�������������������������������������� ����
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3DUW�,���2YHUYLHZ

)ROORZLQJ YHU\ VWURQJ JURZWK LQ H[FHVV RI � SHU FHQW LQ ������� DQG �������� WKH

$XVWUDOLDQ HFRQRP\ LV H[SHFWHG WR JURZ E\ D VROLG � SHU FHQW LQ ���������� 7KLV JURZWK

KDV RFFXUUHG LQ WKH IDFH RI WKH (DVW $VLDQ ILQDQFLDO FULVLV DQG WKH VORZGRZQ LQ WKH ZRUOG

HFRQRP\ PRUH JHQHUDOO\� )XQGDPHQWDO WR WKLV UHVLOLHQW SHUIRUPDQFH KDV EHHQ VRXQG ILVFDO

DQG PRQHWDU\ SROLF\� DQG WKH EHQHILWV RI RQ�JRLQJ PLFURHFRQRPLF UHIRUP�

7KH H[SHFWHG PRGHUDWLRQ LQ JURZWK LQ ��������� IURP WKH SUHYLRXV WZR \HDUV UHIOHFWV WKH

LPSDFW RI FRQWLQXHG EHORZ WUHQG JURZWK LQ WKH ZRUOG HFRQRP\ RQ WKH GRPHVWLF HFRQRP\�

SDUWLFXODUO\ EXVLQHVV LQYHVWPHQW� DV ZHOO DV D VORZLQJ LQ WKH JURZWK RI VRPH RWKHU

FRPSRQHQWV RI GRPHVWLF GHPDQG� LQFOXGLQJ FRQVXPSWLRQ� 1HYHUWKHOHVV� WKH RXWORRN IRU

JURZWK UHPDLQV YHU\ IDYRXUDEOH FRPSDUHG ZLWK RWKHU GHYHORSHG HFRQRPLHV DQG FRXQWULHV

LQ WKH UHJLRQ� &RQWLQXHG ORZ LQIODWLRQ DQG IXUWKHU VROLG JURZWK LQ HPSOR\PHQW DUH

H[SHFWHG� ZLWK WKH XQHPSOR\PHQW UDWH FRQVROLGDWLQJ UHFHQW IDOOV WR UHPDLQ DURXQG

�ó SHU FHQW RYHU ����������

7KH ZRUOG HFRQRP\ LV HVWLPDWHG WR KDYH JURZQ E\ �õ SHU FHQW LQ ���� DQG LV H[SHFWHG WR

PDLQWDLQ WKDW JURZWK LQ ����� EHIRUH VWUHQJWKHQLQJ WR DURXQG �ó SHU FHQW LQ ����� 7KLV

FRPSDUHV ZLWK WKH ORQJ�WHUP DYHUDJH JURZWK UDWH RI DURXQG � SHU FHQW SHU DQQXP�

7KH $XVWUDOLDQ HFRQRP\ SHUIRUPHG PRUH VWURQJO\ WKDQ H[SHFWHG LQ WKH ILUVW KDOI

RI �������� 7KLV� WRJHWKHU ZLWK HYLGHQFH RI FRQWLQXLQJ VWURQJ FRQVXPHU GHPDQG� VROLG

HPSOR\PHQW JURZWK DQG D KLJK OHYHO RI MRE YDFDQFLHV� KDV UHVXOWHG LQ WKH ������� *'3

JURZWK IRUHFDVW EHLQJ UHYLVHG XS VLJQLILFDQWO\ WR �ô SHU FHQW� D IXOO SHUFHQWDJH SRLQW

DERYH WKH ILJXUH UHSRUWHG LQ WKH ������� 0LG�<HDU (FRQRPLF DQG )LVFDO 2XWORRN �0<()2� LQ

'HFHPEHU ����� :KLOH WKH LPSDFW RI WKH LQWHUQDWLRQDO GRZQWXUQ LV FOHDUO\ HYLGHQW LQ WKH

VKDUS GHFOLQH LQ ZRUOG FRPPRGLW\ SULFHV� ZHOO EHORZ WUHQG JURZWK LQ H[SRUW YROXPHV DQG

D GHFOLQH LQ $XVWUDOLD·V WHUPV RI WUDGH� GRPHVWLF GHPDQG UHPDLQV VWURQJ� VXSSRUWHG E\

IDYRXUDEOH GRPHVWLF SROLF\ VHWWLQJV�

*'3 JURZWK LQ ��������� LV H[SHFWHG WR EH DURXQG � SHU FHQW LQ \HDU�DYHUDJH WHUPV� 7KH

PRGHUDWLRQ LQ *'3 JURZWK FRPSDUHG ZLWK WKH SUHYLRXV \HDU LV H[SHFWHG WR RFFXU ODUJHO\

LQ FDOHQGDU \HDU ����� ZLWK D SLFN�XS LQ FDOHQGDU \HDU ���� DV WKH ZRUOG HFRQRP\

JUDGXDOO\ VWUHQJWKHQV� *URZWK WKURXJK WKH \HDU WR WKH -XQH TXDUWHU ���� LV H[SHFWHG WR EH

DURXQG �ó SHU FHQW� 7KH PRGHUDWLRQ LQ JURZWK ODUJHO\ UHIOHFWV� PRUH PRGHUDWH JURZWK LQ

SULYDWH FRQVXPSWLRQ DW UDWHV FORVHU WR WKH ORQJHU�WHUP WUHQG� IROORZLQJ YHU\ VWURQJ JURZWK

LQ WKH WZR SUHYLRXV \HDUV� D UHGXFWLRQ LQ SULYDWH QRQ�UHVLGHQWLDO FRQVWUXFWLRQ IURP UHFHQW

KLJK OHYHOV� UHODWLYHO\ VWDEOH GZHOOLQJ LQYHVWPHQW� DQG VORZHU JURZWK LQ SXEOLF GHPDQG�

3DUWLDOO\ RIIVHWWLQJ LQIOXHQFHV DUH H[SHFWHG WR EH D SLFN�XS LQ H[SRUW JURZWK� DV ZHOO DV

VRPH SLFN�XS LQ SODQW DQG HTXLSPHQW LQYHVWPHQW JURZWK DV WKH LQWHUQDWLRQDO HFRQRP\

JUDGXDOO\ VWUHQJWKHQV�



���

6ROLG HPSOR\PHQW JURZWK RI DURXQG �õ SHU FHQW LV IRUHFDVW LQ ���������� IROORZLQJ

VWURQJ JURZWK RI DURXQG �ô SHU FHQW LQ �������� 7KH XQHPSOR\PHQW UDWH LV IRUHFDVW WR

DYHUDJH DURXQG �ó SHU FHQW LQ ���������� GRZQ IURP ��� SHU FHQW LQ ������� DQG DURXQG

�õ SHU FHQW LQ �������� 8QGHUO\LQJ WKHVH IRUHFDVWV LV DQ DVVXPHG VPDOO LQFUHDVH LQ WKH

SDUWLFLSDWLRQ UDWH IURP UHFHQW OHYHOV DQG D F\FOLFDO VORZLQJ LQ DYHUDJH ODERXU SURGXFWLYLW\

JURZWK�

,QIODWLRQ LV H[SHFWHG WR UHPDLQ ORZ� DYHUDJLQJ �ô SHU FHQW LQ ������� DQG � SHU FHQW

LQ ���������� 7KURXJK WKH \HDU WR WKH -XQH TXDUWHU ����� LQIODWLRQ LV H[SHFWHG WR EH

DURXQG �ô SHU FHQW� 1RPLQDO XQLW ODERXU FRVWV DUH H[SHFWHG WR JURZ D OLWWOH PRUH TXLFNO\

LQ ��������� LQ UHVSRQVH WR D F\FOLFDO VORZLQJ LQ DYHUDJH ODERXU SURGXFWLYLW\ JURZWK IURP

UHFHQW YHU\ KLJK UDWHV� DOWKRXJK VORZHU JURZWK LQ GRPHVWLF GHPDQG ZLOO OLPLW WKH

IORZ�WKURXJK LQWR UHWDLO SULFHV� ,QWHUQDWLRQDO GHIODWLRQDU\ SUHVVXUHV PD\ DOVR EHFRPH OHVV

PDUNHG DV WKH HIIHFWV RI IDOOLQJ ZRUOG FRPPRGLW\ SULFHV UXQ WKHLU FRXUVH DQG DV WKH

WURXEOHG (DVW $VLDQ HFRQRPLHV EHJLQ WR UHFRYHU�

7KH FXUUHQW DFFRXQW GHILFLW �&$'� LV IRUHFDVW WR DYHUDJH DURXQG �ó SHU FHQW RI *'3

LQ �������� FRPSDUHG ZLWK D OLWWOH RYHU � SHU FHQW LQ �������� 7KLV ZLGHQLQJ RI WKH &$'

UHIOHFWV WKH LPSDFW RI WKH VORZHU ZRUOG HFRQRP\ RQ ERWK QHW H[SRUWV DQG $XVWUDOLD·V WHUPV

RI WUDGH� 7KH &$' LV H[SHFWHG WR GHFOLQH LQ ��������� DV D VKDUH RI *'3 �WR DURXQG

�ô SHU FHQW�� DV H[SRUWV UHVSRQG WR D JUDGXDO VWUHQJWKHQLQJ LQ WKH ZRUOG HFRQRP\ DQG WKH

WHUPV RI WUDGH LPSURYH VOLJKWO\� 9RODWLOLW\ LQ WKH YDULRXV FRPSRQHQWV RI WKH H[WHUQDO

DFFRXQWV FRXOG UHVXOW LQ WKH &$' DV D SHUFHQWDJH RI *'3 EHLQJ KLJKHU LQ DQ\ RQH TXDUWHU

WKDQ WKH H[SHFWHG DYHUDJH IRU WKH \HDU�

0DMRU XQFHUWDLQWLHV FRQWLQXH WR VXUURXQG WKH RXWORRN IRU ZRUOG HFRQRPLF JURZWK�

SDUWLFXODUO\ LQ -DSDQ DQG VRPH HPHUJLQJ PDUNHWV� :KLOH WKHUH DUH VLJQV RI UHFRYHU\ LQ

VRPH (DVW $VLDQ HFRQRPLHV� DQG DQ LPSURYHPHQW LQ WKH HFRQRPLF SHUIRUPDQFH RI WKHVH

HFRQRPLHV LV H[SHFWHG LQ ���������� FRQWLQXLQJ VWUXFWXUDO SUREOHPV� SDUWLFXODUO\ LQ WKH

ILQDQFLDO DQG FRUSRUDWH VHFWRUV� UDLVH TXHVWLRQV DERXW WKH VXVWDLQDELOLW\ RI WKDW

LPSURYHPHQW� 6LPLODUO\� WKHUH UHPDLQV WKH SRVVLELOLW\ RI IXUWKHU SHULRGV RI LQVWDELOLW\ LQ

RWKHU HPHUJLQJ PDUNHW HFRQRPLHV� $JDLQVW WKLV� KRZHYHU� WKH 8QLWHG 6WDWHV FRXOG

FRQWLQXH WR H[FHHG H[SHFWDWLRQV�

$JDLQVW WKH EDFNGURS RI WKHVH LQWHUQDWLRQDO ULVNV� WKHUH DUH DOVR VLJQLILFDQW XQFHUWDLQWLHV

DERXW WKH WLPLQJ DQG H[WHQW RI WKH H[SHFWHG PRGHUDWLRQ LQ JURZWK LQ WKH $XVWUDOLDQ

HFRQRP\� :KLOH EXVLQHVV LQYHVWPHQW ORRNV WR EH VORZLQJ DIWHU VL[ \HDUV RI VWURQJ JURZWK�

LW LV E\ QDWXUH YRODWLOH DQG GLIILFXOW WR SUHGLFW� EHLQJ VXEMHFW WR ERWK GRPHVWLF DQG

LQWHUQDWLRQDO LQIOXHQFHV� 7KHUH LV DOVR VRPH XQFHUWDLQW\ DURXQG WKH QHW LPSDFW RI ULVLQJ

KRXVHKROG GHEW DQG ULVLQJ KRXVHKROG DVVHW YDOXHV RQ IXWXUH FRQVXPSWLRQ H[SHQGLWXUH�

7KH WLPLQJ RI ERWK EXVLQHVV LQYHVWPHQW H[SHQGLWXUHV DQG KRXVHKROG FRQVXPSWLRQ

H[SHQGLWXUHV LQ WKH ODWWHU SDUW RI ��������� DUH DOVR OLNHO\ WR EH DIIHFWHG WR VRPH H[WHQW E\

WKH LQWURGXFWLRQ RI WKH *RYHUQPHQW·V WD[ UHIRUP SDFNDJH� $ 1HZ 7D[ 6\VWHP�
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7DEOH �� 'RPHVWLF (FRQRP\ )RUHFDVWV
�D�

2XWFRPHV�E� (VWLPDWHV )RUHFDVWV

������� ������� ������� )RXU

<HDU <HDU <HDU 4XDUWHUV WR

$YHUDJH $YHUDJH $YHUDJH -XQH ����

3DQHO $ � 'HPDQG DQG 2XWSXW�F�

+RXVHKROG FRQVXPSWLRQ ��� � ��� � ��� �

3ULYDWH LQYHVWPHQW

'ZHOOLQJV ���� � � �

7RWDO EXVLQHVV LQYHVWPHQW ���� �� �� ��

2WKHU EXLOGLQJV DQG VWUXFWXUHV ���� �� ��� ��

0DFKLQHU\ DQG HTXLSPHQW ��� �� � ��

3ULYDWH ILQDO GHPDQG ��� � ��� � ��� �

3XEOLF ILQDO GHPDQG ��� � ��� � ��� �

7RWDO ILQDO GHPDQG ��� � ��� � � ���

&KDQJH LQ LQYHQWRULHV�G�

3ULYDWH QRQ�IDUP ��� ��� � � ���

)DUP DQG SXEOLF DXWKRULWLHV ��� � � ��� � ���

*URVV QDWLRQDO H[SHQGLWXUH ��� � ��� � ��� � ���

([SRUWV RI JRRGV DQG VHUYLFHV ��� � � �

,PSRUWV RI JRRGV DQG VHUYLFHV ��� � � �

1HW H[SRUWV�G� ���� � ��� ��� ���

*URVV GRPHVWLF SURGXFW ��� � ��� � � ���

1RQ�IDUP SURGXFW�H� ��� � ��� � � ���

)DUP SURGXFW�H� ���� � � ��

3DQHO % � ([SHQGLWXUH ([FOXGLQJ

7UDQVIHUV DQG 2QH�RII 7UDQVDFWLRQV�F��I�

7RWDO EXVLQHVV LQYHVWPHQW ��� � � ��

2WKHU EXLOGLQJV DQG VWUXFWXUHV ��� � �� ��

0DFKLQHU\ DQG HTXLSPHQW ���� �� � �

3XEOLF ILQDO GHPDQG ��� � ��� � ��� � ���

&KDQJH LQ LQYHQWRULHV�G� ��� � � � ���

*URVV QDWLRQDO H[SHQGLWXUH ��� � ��� � ��� � ���

([SRUWV RI JRRGV DQG VHUYLFHV ��� � � �

3DQHO & � 2WKHU 6HOHFWHG (FRQRPLF 0HDVXUHV

3ULFHV DQG ZDJHV

&RQVXPHU 3ULFH ,QGH[ ��� � ��� � � ���

*URVV QRQ�IDUP SURGXFW GHIODWRU ��� ��� � ��� � ���

$YHUDJH HDUQLQJV�J� ��� � ��� � ��� �

/DERXU PDUNHW

(PSOR\PHQW �/DERXU )RUFH 6XUYH\ EDVLV� ��� � ��� � ��� � ���

8QHPSOR\PHQW UDWH �SHU FHQW��K� ��� � ��� � ��� � ���

3DUWLFLSDWLRQ UDWH �SHU FHQW��K� ���� �� ��� �� ��� �� ���

+RXVHKROG VDYLQJ UDWLR �SHU FHQW� ��� � ��� �

([WHUQDO DFFRXQWV

7HUPV RI WUDGH ��� �� ��� ��� ���

&XUUHQW DFFRXQW EDODQFH

$ ELOOLRQ ����� ��� ��� ���

3HUFHQWDJH RI *'3 ���� �� ��� �� ���

�D� 3HUFHQWDJH FKDQJH RQ SUHFHGLQJ \HDU XQOHVV RWKHUZLVH LQGLFDWHG�

�E� &DOFXODWHG XVLQJ RULJLQDO GDWD�

�F� &KDLQ YROXPH PHDVXUH� 5HIHUHQFH \HDU LV ��������

�G� 3HUFHQWDJH SRLQW FRQWULEXWLRQ WR JURZWK LQ *'3�

�H� ������� RXWFRPH FDOFXODWHG DW EDVLF SULFHV�

�I� 7UDQVIHUV DUH QHW VHFRQG KDQG DVVHW VDOHV IURP WKH SXEOLF VHFWRU WR WKH SULYDWH VHFWRU� 2QH�RII WUDQVDFWLRQV DUH JROG

VDOHV E\ WKH 5HVHUYH %DQN� ¶OXPS\· LPSRUWV RI DLUFUDIW� VKLSV DQG VDWHOOLWHV� DQG WKH H[SRUW RI $1=$& IULJDWHV�

�J� $YHUDJH QRQ�IDUP FRPSHQVDWLRQ RI HPSOR\HHV �1DWLRQDO $FFRXQWV EDVLV��

�K� 7KH HVWLPDWH LQ WKH ILQDO FROXPQ UHSUHVHQWV WKH IRUHFDVW OHYHO LQ WKH -XQH TXDUWHU �����



���

3DUW�,,���7KH�2XWORRN�IRU�WKH�,QWHUQDWLRQDO�(FRQRP\

7KH VHYHUH UHFHVVLRQ LQ -DSDQ DQG WKH ZHDNQHVV LQ WKH (DVW $VLDQ FULVLV HFRQRPLHV

GHWUDFWHG VLJQLILFDQWO\ IURP ZRUOG HFRQRPLF JURZWK LQ ����� ZLWK JURZWK VORZLQJ IURP

�ô SHU FHQW LQ ���� WR �õ SHU FHQW LQ ����� 5REXVW JURZWK LQ WKH 8QLWHG 6WDWHV HFRQRP\

DQG VROLG HFRQRPLF JURZWK LQ (XURSH KDV VXSSRUWHG ZRUOG JURZWK�

*URZWK LQ WKH 8QLWHG 6WDWHV DQG (XURSH LV H[SHFWHG WR EH ZHDNHU LQ ���� DQG VLJQLILFDQW

FRQWUDFWLRQV DUH H[SHFWHG LQ VHYHUDO HPHUJLQJ PDUNHW HFRQRPLHV� LQ SDUWLFXODU %UD]LO DQG

5XVVLD� 2IIVHWWLQJ WKHVH DUH WKH H[SHFWHG LPSURYHPHQW LQ WKH WURXEOHG HFRQRPLHV RI (DVW

$VLD DQG D PRGHUDWLRQ LQ WKH UDWH RI HFRQRPLF FRQWUDFWLRQ LQ -DSDQ� 2Q EDODQFH� ZRUOG

HFRQRPLF JURZWK VKRXOG EH PDLQWDLQHG DW LWV FXUUHQW SDFH RI DURXQG �õ SHU FHQW�

:RUOG HFRQRPLF JURZWK LV H[SHFWHG WR VWUHQJWKHQ WR DURXQG �ó SHU FHQW LQ ����� ZLWK DQ

DQWLFLSDWHG SLFN�XS LQ JURZWK LQ WKH (XURSHDQ 8QLRQ� IXUWKHU LPSURYHPHQW LQ (DVW $VLD

DQG UHFRYHU\ LQ /DWLQ $PHULFD DQG (DVWHUQ (XURSH� :KLOH JURZWK LQ WKH 8QLWHG 6WDWHV

FRXOG FRQWLQXH WR H[FHHG H[SHFWDWLRQV� WKHUH UHPDLQV FRQVLGHUDEOH XQFHUWDLQW\

VXUURXQGLQJ WKH RXWORRN IRU -DSDQ DQG WKH VWUHQJWK RI UHFRYHU\ LQ WKH FULVLV�DIIHFWHG

HPHUJLQJ PDUNHWV�

&KDUW �� 3HUFHQWDJH 3RLQW &RQWULEXWLRQV WR :RUOG *URZWK 5DWHV�D�

����

����

���

���

���

���

���

���

���

8QLWHG 6WDWHV -DSDQ (XURSHDQ

8QLRQ�E�

1RQ�-DSDQ

(DVW $VLD�F�

5HVW RI

:RUOG

:RUOG

����

����

���

���

���

���

���

���

���

���� �HVWLPDWH� ���� �IRUHFDVW� ���� �IRUHFDVW�

3HUFHQWDJH SRLQWV 3HUFHQWDJH SRLQWV

�D� (XURSHDQ 8QLRQ� 1RQ�-DSDQ (DVW $VLD� 5HVW RI :RUOG DQG :RUOG *'3 JURZWK UDWHV DUH FDOFXODWHG XVLQJ

*'3 ZHLJKWV EDVHG RQ PDUNHW H[FKDQJH UDWHV�

�E� *HUPDQ\� )UDQFH� ,WDO\� WKH 8QLWHG .LQJGRP� %HOJLXP� 1HWKHUODQGV� *UHHFH� 'HQPDUN� 6ZHGHQ�

/X[HPERXUJ� $XVWULD� 6SDLQ� 3RUWXJDO� )LQODQG DQG ,UHODQG�

�F� .RUHD� 6LQJDSRUH� 7DLZDQ� +RQJ .RQJ� &KLQD� ,QGRQHVLD� 0DOD\VLD� 7KDLODQG DQG WKH 3KLOLSSLQHV�

6RXUFH� 9DULRXV QDWLRQDO VWDWLVWLFDO SXEOLFDWLRQV� ,0) DQG 7UHDVXU\�



���

7DEOH �� *'3 *URZWK 5DWHV IRU 6HOHFWHG &RXQWULHV DQG *URXSLQJV�D�

���� ���� �����F� �����I� �����I�

8QLWHG 6WDWHV ��� ��� ��� �ó �ó

(XURSHDQ 8QLRQ ��� ��� ��� �õ �ó

-DSDQ ��� ��� ���� �� �

1RQ�-DSDQ (DVW $VLD ��� ��� ���� �ô �

2(&'�E� ��� ��� ��� � �ô

:RUOG ��� ��� ��� �õ �ó

�D� (XURSHDQ 8QLRQ� 1RQ�-DSDQ (DVW $VLD� 2(&' DQG :RUOG *'3 JURZWK UDWHV DUH FDOFXODWHG XVLQJ *'3

ZHLJKWV EDVHG RQ PDUNHW H[FKDQJH UDWHV�

�E� 7KH 8QLWHG 6WDWHV� -DSDQ� *HUPDQ\� )UDQFH� ,WDO\� WKH 8QLWHG .LQJGRP� &DQDGD� $XVWUDOLD� $XVWULD�

%HOJLXP� &]HFK 5HSXEOLF� 'HQPDUN� )LQODQG� *UHHFH� +XQJDU\� ,FHODQG� ,UHODQG� .RUHD� /X[HPERXUJ�

0H[LFR� WKH 1HWKHUODQGV� 1HZ =HDODQG� 1RUZD\� 3RODQG� 3RUWXJDO� 6SDLQ� 6ZHGHQ� 6ZLW]HUODQG DQG

7XUNH\�

�F� 7UHDVXU\ HVWLPDWHV IRU (XURSHDQ 8QLRQ� 2(&' DQG :RUOG�

6RXUFH� 9DULRXV QDWLRQDO VWDWLVWLFDO SXEOLFDWLRQV� ,0) DQG 7UHDVXU\�

7KH 8QLWHG 6WDWHV HFRQRP\ FRQWLQXHG WR JURZ VWURQJO\ LQ ���� DQG LQWR ���� ³ LWV

QLQWK \HDU RI FRQWLQXRXV HFRQRPLF H[SDQVLRQ ³ SURYLGLQJ FRQVLGHUDEOH VXSSRUW WR ZRUOG

JURZWK�

,Q UHFHQW \HDUV� DERYH�WUHQG HFRQRPLF JURZWK KDV UHIOHFWHG SDUWLFXODUO\ UREXVW JURZWK LQ

ERWK FRQVXPSWLRQ DQG LQYHVWPHQW� 7KLV KDV EHHQ VXSSRUWHG E\ VWURQJ HPSOR\PHQW

JURZWK� ULVLQJ UHDO ZDJHV� ODUJH JDLQV LQ WKH YDOXH RI HTXLW\ KROGLQJV� VLJQLILFDQW IDOOV LQ

LQWHUHVW UDWHV DQG KLJK OHYHOV RI FRQVXPHU FRQILGHQFH� +RXVHKROG FRQVXPSWLRQ JURZWK

KDV H[FHHGHG LQFRPH JURZWK DV FRQYHQWLRQDOO\ PHDVXUHG �LH H[FOXGLQJ FDSLWDO JDLQV DQG

ORVVHV�� ,QIODWLRQ DQG LQIODWLRQ H[SHFWDWLRQV UHPDLQ VXEGXHG� KDYLQJ IDOOHQ VLJQLILFDQWO\ LQ

UHFHQW \HDUV GHVSLWH VWURQJ HPSOR\PHQW JURZWK DQG YHU\ ORZ UDWHV RI XQHPSOR\PHQW�

7KH FRQWLQXDWLRQ RI VWURQJ HFRQRPLF JURZWK DQG VXEGXHG LQIODWLRQ SUREDEO\ UHIOHFWV� LQ

VRPH SDUW� D VWUXFWXUDO LPSURYHPHQW LQ SURGXFWLYLW\ JURZWK IORZLQJ IURP LQFUHDVHG

FRPSHWLWLRQ LQ SURGXFW DQG ODERXU PDUNHWV� DQG VXEVWDQWLDO LQYHVWPHQW LQ QHZ WHFKQRORJ\�

+RZHYHU� WKLV ORZ�LQIODWLRQ JURZWK KDV DOVR EHHQ DLGHG E\ VHYHUDO SRVLWLYH VXSSO\�VLGH

GHYHORSPHQWV� 7KHVH LQFOXGH� LQ SDUWLFXODU� WKH VLJQLILFDQW GHFOLQHV LQ ZRUOG FRPPRGLW\

SULFHV ³ HVSHFLDOO\ HQHUJ\ SULFHV ³ DQG LQ LPSRUW SULFHV PRUH JHQHUDOO\ WKDW KDYH

UHVXOWHG IURP D ZHDNHQLQJ LQ ZRUOG JURZWK DQG D VWUHQJWKHQLQJ 86 FXUUHQF\�

7KH UHODWLYH VWUHQJWK RI WKH 86 HFRQRP\ KDV DOVR DWWUDFWHG ODUJH DPRXQWV RI LQWHUQDWLRQDO

FDSLWDO IURP OHVV VWDEOH PDUNHWV� 7KLV LQIORZ KDV KHOSHG WR SXVK GRZQ GRPHVWLF ERQG

\LHOGV� ERRVW HTXLW\ SULFHV DQG LQFUHDVH LQYHVWPHQW� +RZHYHU� WKH DVVRFLDWHG IDOO LQ QHW

H[SRUWV KDV LPSDFWHG VLJQLILFDQWO\ RQ PDQXIDFWXULQJ RXWSXW�

7KH RXWORRN IRU ���� DQG ���� LV IRU JURZWK WR PRGHUDWH WRZDUGV D PRUH VXVWDLQDEOH UDWH�

ZLWK D ZDQLQJ LQ UHFHQW SRVLWLYH VXSSO\�VLGH GHYHORSPHQWV H[SHFWHG WR SURYLGH VRPH

GLUHFW FRQVWUDLQW WR JURZWK� ,QYHVWPHQW VKRXOG VORZ ZLWK D ZHDNHU RYHUDOO SURILW RXWORRN�

ORZHU FDSDFLW\ XWLOLVDWLRQ UDWHV DQG WKH RQJRLQJ LPSDFW RQ LQGXVWULDO SURGXFWLRQ RI D

VWURQJ FXUUHQF\ DQG H[WHUQDO ZHDNQHVV� &RQVXPSWLRQ VSHQGLQJ VKRXOG HDVH DV D UHVXOW RI

DQ H[SHFWHG VORZLQJ LQ HPSOR\PHQW JURZWK DQG LQ WKH UDWH RI ZHDOWK DFFXPXODWLRQ�



���

+RZHYHU� 86 HFRQRPLF JURZWK PD\ FRQWLQXH WR H[FHHG H[SHFWDWLRQV� 0XFK RI WKH

VWUHQJWK RI LQYHVWPHQW KDV EHHQ LQ LQIRUPDWLRQ WHFKQRORJ\ ZKLFK PD\ GLVWRUW WUDGLWLRQDO

FDSDFLW\ XWLOLVDWLRQ PHDVXUHV� ,I VR� LQYHVWPHQW JURZWK PD\ FRQWLQXH WR EH VWURQJ

QRWZLWKVWDQGLQJ DSSDUHQWO\ ORZ FDSDFLW\ XWLOLVDWLRQ� ,Q WKH ILUVW TXDUWHU RI �����

FRQVXPSWLRQ DQG LQYHVWPHQW JURZWK KDV PDLQWDLQHG WKH PRPHQWXP RI ���� DQG WKH

VWRFN PDUNHW KDV FRQWLQXHG WR SRVW VLJQLILFDQW JDLQV VXSSRUWHG E\ LQGLFDWLRQV RI FRQWLQXHG

VWURQJ SURILW SHUIRUPDQFH� 7KDW VDLG� WKHUH LV OLPLWHG VFRSH IRU IXUWKHU IDOOV LQ

XQHPSOR\PHQW DQG� ZLWK VRPH DEDWHPHQW LQ WKH IDFWRUV WKDW KDYH KHOSHG RIIVHW LQIODWLRQ�

WKH FRQWLQXDWLRQ RI FXUUHQW JURZWK UDWHV LV OLNHO\ WR LQFUHDVH LQIODWLRQDU\ SUHVVXUHV� ,Q

DGGLWLRQ� WKH UDSLG JURZWK LQ HTXLW\ SULFHV LQ UHFHQW \HDUV SRVHV FRQFHUQV DERXW WKH HIIHFWV

RI D SRVVLEOH VLJQLILFDQW DQG VXVWDLQHG FRUUHFWLRQ�

)XUWKHU� ZKLOH WKH PDLQWHQDQFH RI RSHQ DQG FRPSHWLWLYH PDUNHWV KDV KHOSHG WR FXVKLRQ

WKH QHJDWLYH LPSDFW RI H[WHUQDO ZHDNQHVV RQ WKH 86 HFRQRP\� WKHUH LV D ULVN WKDW IXUWKHU

GHWHULRUDWLRQ LQ WKH FXUUHQW DFFRXQW GHILFLW LQ ����� DV LV H[SHFWHG� PD\ JLYH LQFUHDVHG

YRLFH WR SURWHFWLRQLVW VHQWLPHQW ZLWKLQ WKH 8QLWHG 6WDWHV�

*URZWK LQ WKH (XURSHDQ 8QLRQ PDLQWDLQHG WKH PRPHQWXP RI ���� LQWR WKH ILUVW KDOI

RI ����� ZLWK VRPH PRGHUDWLRQ RFFXUULQJ LQ WKH VHFRQG KDOI RI WKH \HDU� :KLOH WKHUH ZDV

FRQWLQXLQJ VWUHQJWK LQ )UDQFH DQG WKH VPDOOHU HXUR HFRQRPLHV� ZHDNHU JURZWK EHFDPH

HYLGHQW LQ *HUPDQ\� ,WDO\ DQG WKH 8QLWHG .LQJGRP� 7KH PDQXIDFWXULQJ VHFWRUV VXIIHUHG

DV D UHVXOW RI ZHDNQHVV LQ WKH (DVW $VLDQ UHJLRQ DQG ZHDN EXVLQHVV FRQILGHQFH LQ JHQHUDO�

EXW GRPHVWLF GHPDQG VWUHQJWKHQHG FRQVLGHUDEO\ RQ WKH EDFN RI SURGXFWLYLW\ LQFUHDVHV WKDW

ERRVWHG KRXVHKROG LQFRPH� DORQJ ZLWK KLJK OHYHOV RI FRQVXPHU FRQILGHQFH DQG UHGXFWLRQV

LQ LQWHUHVW UDWHV�

6WURQJHU JURZWK LV H[SHFWHG WR UHVXPH LQ WKH VHFRQG KDOI RI ���� DQG FRQWLQXH LQWR �����

,QYHVWPHQW LV H[SHFWHG WR SLFN�XS VWHDGLO\ GXULQJ ����� VXSSRUWHG E\ DFFRPPRGDWLYH

PRQHWDU\ FRQGLWLRQV LQFOXGLQJ D ZHDNHU HXUR� KLJK FDSDFLW\ XWLOLVDWLRQ DQG D JUDGXDO

LPSURYHPHQW LQ WKH H[WHUQDO VHFWRU DV ZRUOG JURZWK VWUHQJWKHQV� &RQVXPSWLRQ VWURQJO\

VXSSRUWHG JURZWK GXULQJ ���� DQG LV H[SHFWHG WR GR WKH VDPH LQ ����� :KLOH WKH H[WHUQDO

VHFWRU LV H[SHFWHG WR LPSURYH WKURXJK ���� LW LV VWLOO OLNHO\ WR GHWUDFW IURP JURZWK IRU WKH

\HDU DV D ZKROH� 7KH LPSURYHPHQW LQ WKH H[WHUQDO VHFWRU LV H[SHFWHG WR FRQWLQXH LQ �����

*URZWK LQ WKH SDVW WZR \HDUV KDV EHHQ VXSSRUWHG E\ D VKLIW LQ WKH EDODQFH RI

PDFURHFRQRPLF SROLF\ VHWWLQJV� ZLWK VLJQLILFDQW HDVLQJV LQ PRQHWDU\ FRQGLWLRQV DQG

VXEVWDQWLDO LPSURYHPHQW LQ ILVFDO SRVLWLRQV� PDGH LQ WKH PRYH WRZDUG (XURSHDQ 0RQHWDU\

8QLRQ �(08�� 7KH RSHUDWLRQ RI (08� KRZHYHU� ZLOO VHUYH WR KLJKOLJKW IXUWKHU WKH

SHUVLVWHQW VWUXFWXUDO LPSHGLPHQWV WR JURZWK LQ ERWK ODERXU DQG SURGXFW PDUNHWV LQ

(XURSH� )OH[LELOLW\ LQ WKHVH PDUNHWV ZLOO EHFRPH PRUH LPSRUWDQW DV JRYHUQPHQWV KDYH

UHOLQTXLVKHG WKH SROLF\ RSWLRQV RI QDWLRQDOO\�VHW LQWHUHVW UDWHV DQG LQWHUQDO H[FKDQJH UDWH

DGMXVWPHQWV DQG KDYH SODFHG OLPLWDWLRQV RQ ILVFDO SROLF\�

7KH -DSDQHVH HFRQRP\ UHPDLQV LQ SURWUDFWHG UHFHVVLRQ� 6XEVWDQWLDO ILVFDO VWLPXOXV

PHDVXUHV DQG JURZWK LQ WKH H[WHUQDO VHFWRU KDYH EHHQ XQDEOH WR RIIVHW FRQWUDFWLRQ LQ

SULYDWH GRPHVWLF GHPDQG� ZKLFK KDV EHHQ DGYHUVHO\ DIIHFWHG E\ VLJQLILFDQW GHWHULRUDWLRQ LQ

EXVLQHVV DQG FRQVXPHU FRQILGHQFH� FRQVWUDLQHG FUHGLW DYDLODELOLW\ DULVLQJ IURP SUREOHPV LQ

WKH EDQNLQJ VHFWRU DQG ZHDN SURILWDELOLW\ ZLWKLQ WKH FRUSRUDWH VHFWRU�



���

7KH RXWORRN LV IRU D IXUWKHU FRQWUDFWLRQ LQ DFWLYLW\ LQ ���� EHIRUH VWDELOLVLQJ LQ �����

&RQWLQXHG ZHDNQHVV LQ SULYDWH GHPDQG LV H[SHFWHG LQ ����� LQIOXHQFHG E\ WKH RQJRLQJ

UHPRYDO RI H[FHVV LQGXVWULDO FDSDFLW\ DQG LQFUHDVHG UHVWUXFWXULQJ ZLWKLQ WKH FRUSRUDWH

VHFWRU DQG IXUWKHU GHWHULRUDWLRQ LQ HPSOR\PHQW DQG KRXVHKROG LQFRPH SURVSHFWV� ,Q

DGGLWLRQ� WKH VWUHQJWKHQLQJ RI WKH FXUUHQF\ VLQFH $XJXVW ���� VKRXOG WHPSHU WKH SRVLWLYH

FRQWULEXWLRQ WKDW WKH H[WHUQDO VHFWRU SURYLGHG LQ ����� :KLOH ILVFDO VWLPXOXV LV DQWLFLSDWHG

WR SURYLGH VRPH VXSSRUW IRU DFWLYLW\ LQ ���� DQG ����� KLJK OHYHOV RI SXEOLF GHEW ZLOO

FRQVWUDLQ WKH VXVWDLQDELOLW\ RI WKLV FRXUVH RI DFWLRQ LQ WKH ORQJHU WHUP�

5HIRUPV DLPHG DW UHVWUXFWXULQJ WKH ILQDQFLDO VHFWRU DQG LPSURYLQJ SURILWDELOLW\ ZLWKLQ WKH

FRUSRUDWH VHFWRU ZLOO SURYLGH D VWURQJHU EDVH IRU HFRQRPLF UHFRYHU\ LQ WKH PHGLXP WHUP�

,Q WKH VKRUW WHUP� WKHVH UHIRUPV PD\ KDYH D FRQWUDFWLRQDU\ LPSDFW� DOWKRXJK HIIHFWLYH

SURJUHVV PD\ DOVR SURYLGH VRPH SRVLWLYH LPSDFW RQ EXVLQHVV DQG FRQVXPHU FRQILGHQFH�

:KLOH VLJQLILFDQW UHIRUPV DUH RFFXUULQJ LQ WKH EDQNLQJ DQG EURDGHU ILQDQFLDO VHFWRU� WKHUH

DUH VWLOO PDQ\ SUREOHPV WR EH UHVROYHG� )XUWKHU UHIRUPV DUH QHFHVVDU\ ZLWKLQ WKH FRUSRUDWH

VHFWRU� WKH ODERXU PDUNHW DQG LQ WKH SURYLVLRQ RI DFFHVV WR -DSDQ·V GRPHVWLF PDUNHW�

6HYHUDO HPHUJLQJ PDUNHW HFRQRPLHV� SDUWLFXODUO\ %UD]LO DQG 5XVVLD� DUH H[SHFWHG WR

H[SHULHQFH VLJQLILFDQW FRQWUDFWLRQ LQ ����� IROORZLQJ VHYHUH ILQDQFLDO PDUNHW LQVWDELOLW\ DQG

FDSLWDO IOLJKW H[SHULHQFHG RYHU WKH ODWWHU KDOI RI ���� DQG HDUO\ ����� 6LJQLILFDQW WLJKWHQLQJ

LQ PRQHWDU\ SROLF\ PDGH LQ UHVSRQVH WR WKH LQVWDELOLW\ DQG VLJQLILFDQW PRYHV WRZDUGV ILVFDO

FRQVROLGDWLRQ� SDUWLFXODUO\ LQ %UD]LO� DUH OLNHO\ WR FRQWULEXWH WR WKH GHWHULRUDWLRQ LQ WKH

RXWORRN IRU �����

7KHVH SROLF\ PHDVXUHV KDYH EHHQ QHFHVVDU\ WR UHVWRUH VWDELOLW\ DQG FRQILGHQFH LQ ILQDQFLDO

PDUNHWV DQG WR DGGUHVV XQGHUO\LQJ VWUXFWXUDO DQG ILVFDO SUREOHPV WKDW KLQGHU WKH UHWXUQ WR

VWURQJ VXVWDLQDEOH JURZWK� :LWK UHIRUP QRZ LQ SURJUHVV LQ D QXPEHU RI WKHVH HFRQRPLHV�

LW LV DQWLFLSDWHG WKDW WKHUH ZLOO EH DQ LPSURYHPHQW LQ JURZWK LQ ����� +RZHYHU� LI WKH

LPSOHPHQWDWLRQ RI UHIRUP LQ LQVWLWXWLRQDO� VWUXFWXUDO DQG PDFURHFRQRPLF SROLFLHV LV QRW

RQJRLQJ� UHFRYHU\ LV OLNHO\ WR EH PRUH GHOD\HG DV FRQILGHQFH GHWHULRUDWHV� ZKLFK PD\

ZHDNHQ WKH H[SHFWHG LPSURYHPHQW LQ ZRUOG JURZWK LQ �����

7KH QRQ�-DSDQ (DVW $VLDQ UHJLRQ� LQ DJJUHJDWH� FRQWUDFWHG RYHU WKH ILUVW KDOI RI ���� ³

WKH ILUVW UHFHVVLRQ LQ DW OHDVW �� \HDUV ³ DIWHU DYHUDJLQJ DQQXDO RXWSXW JURZWK RI

DURXQG � SHU FHQW LQ WKH SUHFHGLQJ GHFDGH� 2XWSXW IHOO GUDPDWLFDOO\ LQ ,QGRQHVLD� 7KDLODQG�

0DOD\VLD DQG .RUHD� ZKLOH +RQJ .RQJ ZDV DOVR KHDYLO\ DIIHFWHG� 7KH FRQWUDFWLRQ LQ

DFWLYLW\ VHHQ LQ 6LQJDSRUH DQG WKH 3KLOLSSLQHV ZDV OHVV VHYHUH� ZKLOH VROLG JURZWK ZDV

DFKLHYHG LQ &KLQD DQG 7DLZDQ� DOEHLW DW ORZHU UDWHV WKDQ H[SHULHQFHG RYHU UHFHQW \HDUV�

7KH ZRUVW RI WKH HFRQRPLF FRQWUDFWLRQ ZRXOG DSSHDU WR KDYH SDVVHG� ZLWK WKH UHJLRQ LQ

DJJUHJDWH OLNHO\ WR H[SHULHQFH D JUDGXDO LPSURYHPHQW LQ JURZWK UDWHV RYHU WKH QH[W

IHZ \HDUV� 6LQFH WKH PLGGOH RI ����� DFWLYLW\ LQ &KLQD KDV VWUHQJWKHQHG RQ WKH EDFN RI

LQFUHDVHG LQIUDVWUXFWXUH VSHQGLQJ� ZKLOH RXWSXW JURZWK KDV UHVXPHG LQ .RUHD� 0DOD\VLD

DQG 6LQJDSRUH� 7DLZDQ KDV PDLQWDLQHG VROLG RXWSXW JURZWK� ZKLOH DFWLYLW\ LQ 7KDLODQG DQG

WKH 3KLOLSSLQHV LV OLNHO\ WR VWDELOLVH RYHU FRPLQJ PRQWKV� ,Q ,QGRQHVLD� SURJUHVV ZLOO EH

KHDYLO\ LQIOXHQFHG E\ SROLWLFDO DQG VRFLDO GHYHORSPHQWV� ,QFUHDVHG VWDELOLW\ LQ UHJLRQDO

ILQDQFLDO PDUNHWV LQ WKH VHFRQG KDOI RI ���� DOORZHG DXWKRULWLHV WR DGRSW PRUH

H[SDQVLRQDU\ PRQHWDU\ DQG ILVFDO SROLFLHV ZKLFK DVVLVWHG LQ KDOWLQJ WKH GHFOLQHV LQ RXWSXW�



����

+RZHYHU� ODUJH GLYHUJHQFHV LQ JURZWK SHUIRUPDQFH DUH OLNHO\ WR UHPDLQ DQG PDQ\ IDFWRUV

FRXOG VWLOO GHUDLO WKH UHFRYHU\�

7KH RXWORRN IRU H[SRUWV ZLOO EH DQ LPSRUWDQW IDFWRU DIIHFWLQJ WKH UHFRYHU\ SURVSHFWV RI

WKH (DVW $VLDQ HFRQRPLHV� 7KH LPSURYHPHQW LQ FRPSHWLWLYHQHVV WKDW PDQ\ UHJLRQDO

FRXQWULHV JDLQHG IURP ODUJH FXUUHQF\ GHSUHFLDWLRQV GXULQJ WKH VHFRQG KDOI RI ���� KDV� WR

D ODUJH H[WHQW� EHHQ PDLQWDLQHG DQG KDV FRQWULEXWHG WR DQ LQFUHDVH LQ H[SRUWV WR WKH

JURZWK HFRQRPLHV RI WKH 8QLWHG 6WDWHV DQG (XURSH� +RZHYHU� LQWUD�UHJLRQDO H[SRUWV KDYH

UHPDLQHG ZHDN�

7KH JUDGXDO LPSURYHPHQW LQ UHJLRQDO JURZWK UDWHV RYHU WKH QH[W IHZ \HDUV ZLOO EH D

SRVLWLYH IRU H[SRUWV ZLWKLQ WKH UHJLRQ� +RZHYHU� WKH ODUJH WUDGH LPEDODQFHV EXLOGLQJ

EHWZHHQ WKH (DVW $VLDQ UHJLRQ �LQFOXGLQJ -DSDQ� DQG WKH JURZWK HFRQRPLHV �SDUWLFXODUO\

WKH 8QLWHG 6WDWHV� KDYH LQFUHDVHG WUDGH WHQVLRQV DQG FDOOV IRU WUDGH UHVWULFWLRQV� &RQWLQXHG

DFFHVV WR WKH 8QLWHG 6WDWHV DQG (XURSHDQ PDUNHWV ZLOO EH DQ LPSRUWDQW IDFWRU IRU WKH

RXWORRN IRU WKH UHJLRQ RYHU WKH QH[W IHZ \HDUV�

7KH YDOXH RI (DVW $VLDQ H[SRUWV KDV DOVR EHHQ DIIHFWHG E\ JOREDO RYHU�FDSDFLW\ LQ VHYHUDO

NH\ VHFWRUV VXFK DV WH[WLOHV DQG HOHFWURQLFV� DQG WKH OLNHOLKRRG LV WKDW FRQWLQXLQJ ZHDN

JOREDO SULFHV LQ WKHVH VHFWRUV ZLOO FRQVWUDLQ H[SRUW UHYHQXH RYHU �����
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3DUW�,,,���7KH�2XWORRN�IRU�WKH�'RPHVWLF�(FRQRP\

7KH IRUHFDVWV IRU WKH GRPHVWLF HFRQRP\ KDYH EHHQ GHYHORSHG WDNLQJ DFFRXQW RI WKH

LQWHUQDWLRQDO RXWORRN RXWOLQHG DERYH� ,Q IUDPLQJ WKH IRUHFDVWV IRU WKH GRPHVWLF HFRQRP\�

WKH H[FKDQJH UDWH LV DVVXPHG� DV LV XVXDO SUDFWLFH� WR UHPDLQ XQFKDQJHG IURP WKH DYHUDJH

OHYHOV UHDFKHG LQ UHFHQW PRQWKV� 7KH IDUP VHFWRU IRUHFDVWV KDYH EHHQ SUHSDUHG RQ DQ

DVVXPSWLRQ RI DYHUDJH VHDVRQDO FRQGLWLRQV RYHU WKH UHPDLQGHU RI ������� DQG LQ

����������

'(0$1' $1' 287387

)ROORZLQJ YHU\ VWURQJ JURZWK RI PRUH WKDQ � SHU FHQW LQ ERWK ������� DQG ��������

HFRQRPLF JURZWK LV H[SHFWHG WR UHPDLQ VROLG LQ ��������� DW DURXQG � SHU FHQW� 7KH

PRGHUDWLRQ LQ *'3 JURZWK LV H[SHFWHG WR RFFXU ODUJHO\ LQ ����� EHIRUH SLFNLQJ XS

LQ ���� DV WKH ZRUOG HFRQRP\ JUDGXDOO\ VWUHQJWKHQV� 7KH H[SHFWHG PRGHUDWLRQ LQ JURZWK

ODUJHO\ UHIOHFWV� PRUH PRGHUDWH JURZWK LQ KRXVHKROG FRQVXPSWLRQ� FORVHU WR WKH

ORQJHU�WHUP WUHQG� IROORZLQJ YHU\ VWURQJ JURZWK LQ WKH WZR SUHYLRXV \HDUV� D UHGXFWLRQ LQ

SULYDWH QRQ�UHVLGHQWLDO FRQVWUXFWLRQ IURP UHFHQW KLJK OHYHOV� UHODWLYHO\ VWDEOH DFWLYLW\ OHYHOV

LQ GZHOOLQJ LQYHVWPHQW� DQG VORZHU JURZWK LQ SXEOLF GHPDQG� 3DUWLDOO\ RIIVHWWLQJ

LQIOXHQFHV DUH H[SHFWHG WR EH D SLFN�XS LQ H[SRUW JURZWK DQG SODQW DQG HTXLSPHQW

LQYHVWPHQW DV WKH LQWHUQDWLRQDO HFRQRP\ JUDGXDOO\ VWUHQJWKHQV WKURXJK FDOHQGDU

\HDU �����

&KDUW �� &RQWULEXWLRQV WR *'3 *URZWK
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������� ������� �HVWLPDWH� ������� �IRUHFDVW�

'ZHOOLQJ

,QYHVWPHQW

3XEOLF )LQDO

'HPDQG ([SRUWV

*'3+RXVHKROG

&RQVXPSWLRQ
,QYHQWRULHV%XVLQHVV

)L[HG

,QYHVWPHQW

,PSRUWV

3HUFHQWDJH SRLQWV 3HUFHQWDJH SRLQWV

�D� $GMXVWHG IRU WUDQVIHUV DQG RQH�RII WUDQVDFWLRQV DV QRWHG LQ 7DEOH ��

6RXUFH� $%6 &DW� 1R� ������ DQG 7UHDVXU\�
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,Q �������� *'3 LV H[SHFWHG WR JURZ E\ DURXQG �ô SHU FHQW� VLJQLILFDQWO\ DERYH WKH

0<()2 IRUHFDVW RI �ô SHU FHQW� 7KH XSZDUG UHYLVLRQ ODUJHO\ UHIOHFWV VWURQJHU WKDQ

H[SHFWHG JURZWK LQ WKH 'HFHPEHU TXDUWHU ����� SDUWLFXODUO\ KRXVHKROG FRQVXPSWLRQ� DQG

LQGLFDWLRQV RI FRQWLQXLQJ VROLG JURZWK LQ FRQVXPHU VSHQGLQJ DQG HPSOR\PHQW LQ WKH

VHFRQG KDOI RI �������� 0HDVXUHV RI EXVLQHVV FRQILGHQFH KDYH DOVR UHERXQGHG� DOWKRXJK

WKHVH PHDVXUHV DUH QRW DOZD\V D JRRG LQGLFDWRU RI IXWXUH PRYHPHQWV LQ EXVLQHVV

LQYHVWPHQW RU RYHUDOO JURZWK�

7KH RYHUDOO HIIHFWV RI WKH *RYHUQPHQW·V WD[DWLRQ UHIRUP SDFNDJH RQ HFRQRPLF DFWLYLW\

LQ ��������� DUH OLNHO\ WR EH PXWHG VLQFH WKH SDFNDJH GRHV QRW FRPH LQWR HIIHFW XQWLO WKH

IROORZLQJ ILQDQFLDO \HDU� :KLOH VRPH FRPSRQHQWV RI DFWLYLW\ DUH OLNHO\ WR EH DIIHFWHG

LQ ���������� WKH HIIHFWV RQ LQGLYLGXDO FRPSRQHQWV WHQG WR ZRUN LQ RIIVHWWLQJ GLUHFWLRQV�

7KH RYHUDOO LPSDFW LV H[SHFWHG WR EH VOLJKWO\ SRVLWLYH�

+286(+2/' &2168037,21

+RXVHKROG FRQVXPSWLRQ JURZWK LV H[SHFWHG WR UHPDLQ VROLG LQ ���������� JURZLQJ E\

DURXQG �õ SHU FHQW� IROORZLQJ YHU\ VWURQJ JURZWK RI DURXQG �ó SHU FHQW LQ �������

DQG ��������

7KH FRQWLQXLQJ VWUHQJWK LQ KRXVHKROG FRQVXPSWLRQ LQ ������� KDV EHHQ XQGHUSLQQHG E\

VWURQJ HPSOR\PHQW JURZWK DQG RQJRLQJ UHDO ZDJH JURZWK� ORZ LQWHUHVW UDWHV DQG ZHDOWK

HIIHFWV DVVRFLDWHG ZLWK ULVLQJ DVVHW SULFHV DQG WKH $03 6RFLHW\ GHPXWXDOLVDWLRQ� 7KH

UHVXOWV RI UHFHQW FRQVXPHU FRQILGHQFH VXUYH\V LQGLFDWH WKDW FRQVXPHU RSWLPLVP LV DW KLJK

OHYHOV ZLWK UHJDUG WR FRQVXPHUV· H[SHFWDWLRQV DERXW WKHLU SHUVRQDO ILQDQFLDO VLWXDWLRQ� WKHLU

VWDWHG ZLOOLQJQHVV WR SXUFKDVH PDMRU KRXVHKROG LWHPV DQG� PRUH UHFHQWO\� WKHLU FRQILGHQFH

LQ HFRQRPLF FRQGLWLRQV RYHU WKH QH[W WZHOYH PRQWKV�

,Q ��������� PRUH PRGHUDWH JURZWK LQ HPSOR\PHQW DQG UHDO ZDJHV LV H[SHFWHG WR

FRQWULEXWH WR VRPH VORZLQJ LQ KRXVHKROG FRQVXPSWLRQ H[SHQGLWXUH� ,Q DGGLWLRQ� PXFK RI

WKH LPSDFW RI WKH $03 GHPXWXDOLVDWLRQ RQ FRQVXPHU GHPDQG� SDUWLFXODUO\ IRU FRQVXPHU

GXUDEOHV� LV OLNHO\ WR KDYH UXQ LWV FRXUVH LQ ������� DQG KHQFH VHHPV XQOLNHO\ WR FRQWULEXWH

WR IXUWKHU JURZWK LQ FRQVXPHU GHPDQG LQ ���������� $V D SDUWLDO RIIVHW UHFHQW VLJQLILFDQW

LQFUHDVHV LQ WKH SULFH RI HTXLWLHV� SDUWLFXODUO\ SULYDWLVHG FRPSDQLHV VXFK DV 7HOVWUD DQG WKH

&RPPRQZHDOWK %DQN ZKLFK DUH OLNHO\ WR EH ZLGHO\ KHOG DPRQJVW KRXVHKROGV� PD\ SURYLGH

VRPH ERRVW WR FRQVXPHU VSHQGLQJ LQ ���������� 7KHUH LV DOVR OLNHO\ WR EH VRPH QHW

LQFUHDVH LQ KRXVHKROG FRQVXPSWLRQ LQ WKH ODWWHU SDUW RI ��������� DKHDG RI WKH

LQWURGXFWLRQ RI WKH $ 1HZ 7D[ 6\VWHP SDFNDJH� 3XUFKDVHV RI FXUUHQWO\ UHODWLYHO\ OLJKWO\

WD[HG JRRGV PD\ EH EURXJKW IRUZDUG� 2Q WKH RWKHU KDQG� VRPH VSHQGLQJ RQ LWHPV WKDW

DUH FXUUHQWO\ PRUH KLJKO\ WD[HG PD\ EH GHIHUUHG� DOWKRXJK WKLV ZLOO EH VRIWHQHG E\

WUDQVLWLRQDO DUUDQJHPHQWV�
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%R[ �� +RXVHKROGV¶ )LQDQFLDO 3RVLWLRQ

9HU\ VWURQJ JURZWK LQ KRXVHKROG ERUURZLQJ KDV RFFXUUHG RYHU WKH SDVW ILYH \HDUV�

+RXVHKROG GHEW KDV LQFUHDVHG IURP DURXQG �� SHU FHQW RI GLVSRVDEOH LQFRPH LQ ����

WR DURXQG ��� SHU FHQW LQ WKH 'HFHPEHU TXDUWHU ����� +RZHYHU� E\ LQWHUQDWLRQDO

VWDQGDUGV� $XVWUDOLDQ KRXVHKROGV KDYH FDUULHG UHODWLYHO\ OLWWOH GHEW LQ WKH SDVW DQG WKH

UHFHQW LQFUHDVH LQ LQGHEWHGQHVV KDV EURXJKW $XVWUDOLD PRUH LQWR OLQH ZLWK RWKHU

GHYHORSHG FRXQWULHV��D�

7KH LQFUHDVH LQ GHEW LV OLNHO\ WR SDUWO\ UHIOHFW FRQVXPHUV UHVSRQGLQJ WR ORZHU LQWHUHVW

UDWHV� DOORZLQJ WKHP WR VHUYLFH D KLJKHU OHYHO RI GHEW� 'HEW VHUYLFLQJ UDWLRV� FXUUHQWO\ DW

DURXQG � SHU FHQW RI JURVV GLVSRVDEOH LQFRPH� DUH PXFK ORZHU WKDQ WKH ODWH ����V SHDN

RI DURXQG �� SHU FHQW DQG KDYH EHHQ UHODWLYHO\ VWDEOH RYHU WKH SDVW VL[ \HDUV�

&KDUW �� 'HEW 6HUYLFLQJ 5DWLR
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+RXVHKROGV

DQG XQLQFRUSRUDWHG HQWHUSULVHV

3HU FHQW 3HU FHQW

6RXUFH� $%6 &DW� 1R� �������

,Q FRQMXQFWLRQ ZLWK ULVLQJ GHEW� WKHUH KDV DOVR EHHQ VWURQJ JURZWK RQ WKH DVVHW VLGH RI

WKH KRXVHKROG EDODQFH VKHHW� ZLWK QHW ZRUWK LQFUHDVLQJ VROLGO\� 1HW KRXVHKROG ILQDQFLDO

DVVHWV �LH H[FOXGLQJ GZHOOLQJV DQG FRQVXPHU GXUDEOHV� URVH �� SHU FHQW LQ WKH \HDU WR

'HFHPEHU ���� DQG KDYH ULVHQ �� SHU FHQW LQ WKH SDVW WKUHH \HDUV� ZLWK PXFK RI WKLV

JURZWK UHIOHFWLQJ ULVLQJ DVVHW SULFHV� SDUWLFXODUO\ HTXLWLHV�

$ EURDGHU PHDVXUH RI QHW ZRUWK� ZKLFK LQFOXGHV GZHOOLQJV DQG FRPELQHV WKH DVVHWV DQG

OLDELOLWLHV RI WKH KRXVHKROG DQG EXVLQHVV VHFWRUV� URVH ��� SHU FHQW LQ WKH \HDU WR

'HFHPEHU ����� DIWHU DGMXVWLQJ IRU LQIODWLRQ� 2YHU WKH WKUHH \HDUV WR 'HFHPEHU �����

WKLV EURDGHU PHDVXUH RI QHW ZRUWK LQFUHDVHG E\ �� SHU FHQW LQ UHDO WHUPV�

�D� 5HVHUYH %DQN RI $XVWUDOLD %XOOHWLQ� 2FWREHU ����� ¶6RPH 2EVHUYDWLRQV RQ /RZ ,QIODWLRQ DQG +RXVHKROG

)LQDQFHV·�
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2QH LPSRUWDQW XQFHUWDLQW\ VXUURXQGLQJ WKH RXWORRN IRU KRXVHKROG FRQVXPSWLRQ LV WKH

DSSDUHQW GRZQZDUG WUHQG LQ WKH KRXVHKROG VDYLQJ UDWLR DQG ULVLQJ KRXVHKROG GHEW� ,I

KRXVHKROGV PRYH WR VWDELOLVH RU LQFUHDVH WKHLU VDYLQJ UDWHV IURP UHFHQW OHYHOV DQG UHLQ LQ

WKHLU ERUURZLQJ� KRXVHKROG FRQVXPSWLRQ H[SHQGLWXUH FRXOG EH ZHDNHU WKDQ IRUHFDVW�

1HYHUWKHOHVV� WKH KRXVHKROG VDYLQJ UDWLR DV FRQYHQWLRQDOO\ PHDVXUHG LV D UDWKHU QDUURZ

FRQFHSW �IURP DQ HFRQRPLF SHUVSHFWLYH� DQG LV OLNHO\ WR JLYH D GLVWRUWHG SLFWXUH ZKHQ DVVHW

YDOXHV DUH FKDQJLQJ� %URDGHU PHDVXUHV RI KRXVHKROGV· ILQDQFLDO SRVLWLRQ� VXFK DV QHW

ZRUWK DQG GHEW VHUYLFLQJ UDWLRV� UHPDLQ VRXQG DQG LQWHUHVW UDWHV DUH DW ORZ OHYHOV�

VXJJHVWLQJ WKDW ULVNV DURXQG WKH RXWORRN IRU KRXVHKROG FRQVXPSWLRQ DUH UHODWLYHO\ HYHQO\

EDODQFHG �VHH %R[ ���

':(//,1* ,19(670(17

0RGHVW LQFUHDVHV LQ GZHOOLQJ LQYHVWPHQW DUH IRUHFDVW LQ ERWK ������� DQG ����������

IROORZLQJ YHU\ VWURQJ JURZWK LQ ��������

3DUWLDO LQGLFDWRUV RI DFWLYLW\ LQ WKH KRXVLQJ VHFWRU� VXFK DV EXLOGLQJ DSSURYDOV� KRXVLQJ

ILQDQFH DQG GZHOOLQJ FRPPHQFHPHQWV� DSSHDU WR KDYH SHDNHG DURXQG WKH PLGGOH RI �����

,PSRUWDQWO\� KRZHYHU� WKH GHFOLQH LQ WKHVH LQGLFDWRUV VLQFH WKHQ KDV EHHQ UHODWLYHO\ PLOG�

,Q UHFHQW GHFDGHV� GZHOOLQJ LQYHVWPHQW KDV IROORZHG D IRXU WR ILYH \HDU F\FOH� ZLWK VKDUS

LQFUHDVHV LQ GZHOOLQJ LQYHVWPHQW IROORZHG E\ VKDUS GHFOLQHV� RIWHQ DVVRFLDWHG ZLWK

VLJQLILFDQW FKDQJHV LQ LQWHUHVW UDWHV DQG LQIODWLRQ UDWHV� +RZHYHU� ZLWK LQWHUHVW UDWHV DQG

LQIODWLRQ QRZ PRUH VWDEOH WKDQ LQ WKH SDVW� GZHOOLQJ LQYHVWPHQW LV OLNHO\ WR EH OHVV YRODWLOH�

,W LV QRWHZRUWK\� IRU H[DPSOH� WKDW LQ WKH ����V ORZ LQIODWLRQ DQG UHODWLYHO\ VWDEOH LQWHUHVW

UDWHV ZHUH DVVRFLDWHG ZLWK D PRUH PXWHG KRXVLQJ F\FOH �&KDUW ���

&KDUW �� 'ZHOOLQJ ,QYHVWPHQW

���

���

���

��

�

��

��

��

������� ������� ������� ������� ������� ������� ������� ��������I�
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3HU FHQW 3HU FHQW

6RXUFH� $%6 &DW� 1R� ������ DQG 7UHDVXU\�



����

'HPDQG IRU KRXVLQJ VKRXOG EH VXSSRUWHG E\ FRQWLQXLQJ KLJK OHYHOV RI KRXVLQJ
DIIRUGDELOLW\ DQG PRGHUDWHO\ VXSSRUWLYH GHPRJUDSKLF IDFWRUV� +LJK KRXVLQJ DIIRUGDELOLW\
UHIOHFWV ULVLQJ KRXVHKROG LQFRPHV� PRGHUDWH KRXVH SULFH LQIODWLRQ DQG YHU\ ORZ KRXVLQJ
LQWHUHVW UDWHV� $W WKH VDPH WLPH� VWURQJ GHPDQG IURP ¶EDE\ ERRPHUV· DQG WKH WUHQG WR
VPDOOHU KRXVHKROGV VKRXOG FXVKLRQ WKH LPSDFW RI VORZHU SRSXODWLRQ JURZWK DFURVV WKH NH\
KRXVHKROG IRUPLQJ DJH FRKRUWV�

7KHUH LV DOVR OLWWOH VLJQ RI WKH RYHUEXLOGLQJ ZKLFK KDV FKDUDFWHULVHG VRPH SUHYLRXV F\FOHV�
6XSSO\ DQG GHPDQG FRQGLWLRQV LQ WKH KRXVLQJ VHFWRU DSSHDU WR EH EURDGO\ LQ EDODQFH� ZLWK
WKH FXUUHQW OHYHO RI KRXVLQJ FRPPHQFHPHQWV MXGJHG WR EURDGO\ PDWFK WKH XQGHUO\LQJ
GHPDQG IRU QHZ KRXVHV DWWULEXWDEOH WR GHPRJUDSKLF IDFWRUV� 7KH ORQJ�WHUP VWUXFWXUDO
WUHQG WRZDUGV ODUJHU� PRUH H[SHQVLYH KRXVLQJ DQG RQJRLQJ H[SHQGLWXUH RQ DOWHUDWLRQV DQG
DGGLWLRQV WR WKH H[LVWLQJ KRXVLQJ VWRFN LV H[SHFWHG WR UHVXOW LQ GZHOOLQJ LQYHVWPHQW
JURZLQJ PRUH VWURQJO\ WKDQ WKH QXPEHU RI QHZ KRXVHV FRPPHQFHG�

%86,1(66 ,19(670(17

7KH VDOH DQG SXUFKDVH RI DVVHWV EHWZHHQ WKH SXEOLF DQG SULYDWH VHFWRUV FDQ KDYH D
VLJQLILFDQW LPSDFW RQ SXEOLVKHG HVWLPDWHV RI EXVLQHVV LQYHVWPHQW DQG SXEOLF ILQDO GHPDQG�
7KLV KDV EHHQ WKH FDVH LQ UHFHQW \HDUV� DV LV HYLGHQW IURP D FRPSDULVRQ RI 3DQHOV $ DQG %
RI 7DEOH �� 6XFK DVVHW VDOHV KDYH QR VLJQLILFDQW LPSDFW RQ DJJUHJDWH DFWLYLW\� EXW FDQ
SURYLGH D PLVOHDGLQJ YLHZ RI PRYHPHQWV LQ LQGLYLGXDO FRPSRQHQWV� )RU WKLV UHDVRQ� LW LV
SUHIHUDEOH WR DEVWUDFW IURP VXFK DVVHW VDOHV ZKHQ DVVHVVLQJ XQGHUO\LQJ HFRQRPLF DFWLYLW\�

&KDUW �� ,QYHVWPHQW DV D 3HUFHQWDJH RI *'3
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3ULYDWH IL[HG FDSLWDO LQYHVWPHQW�D�

3ODQW DQG HTXLSPHQW LQYHVWPHQW

1RQ�UHVLGHQWLDO FRQVWUXFWLRQ

3HU FHQW RI *'3 3HU FHQW RI *'3

�D� ([FOXGHV LQWDQJLEOH IL[HG DVVHWV DQG OLYHVWRFN�

6RXUFH� $%6 &DW� 1R� ������ DQG 7UHDVXU\�
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$IWHU VL[ \HDUV RI VWURQJ JURZWK LQ EXVLQHVV LQYHVWPHQW �DEVWUDFWLQJ IURP DVVHW VDOHV��

ZKLFK FDUULHG EXVLQHVV LQYHVWPHQW WR DURXQG KLVWRULFDO KLJKV DV D VKDUH RI *'3

LQ �������� RQO\ PRGHVW JURZWK LV H[SHFWHG LQ �������� ,Q ��������� JURZWK LQ EXVLQHVV

LQYHVWPHQW LV IRUHFDVW WR EH IODW �LH UXQQLQJ DW WKH VDPH OHYHO DV LQ ��������� UHIOHFWLQJ WKH

LPSDFW RI FRQWLQXLQJ EHORZ WUHQG ZRUOG JURZWK� WKH PDWXULW\ RI WKH FXUUHQW LQYHVWPHQW

F\FOH DQG VRPH GHIHUUDO RI LQYHVWPHQW VSHQGLQJ DKHDG RI WKH LQWURGXFWLRQ RI WKH $ 1HZ
7D[ 6\VWHP SDFNDJH� 1HYHUWKHOHVV� EXVLQHVV LQYHVWPHQW LV H[SHFWHG WR EH DURXQG LWV

ORQJ�UXQ DYHUDJH VKDUH RI *'3 LQ ��������� �&KDUW ���

:KLOH WKH $XVWUDOLDQ HFRQRP\ KDV JURZQ YHU\ VWURQJO\ QRWZLWKVWDQGLQJ WKH LQWHUQDWLRQDO

GRZQWXUQ� LQWHUQDWLRQDO GHYHORSPHQWV DUH KDYLQJ D VLJQLILFDQW LPSDFW RQ VRPH

FRPSRQHQWV RI EXVLQHVV LQYHVWPHQW� 6RPH ILUPV KDYH UHVSRQGHG WR WKH XQFHUWDLQW\

VXUURXQGLQJ WKH LQWHUQDWLRQDO RXWORRN DQG ORZ ZRUOG FRPPRGLW\ SULFHV E\ GHIHUULQJ

LQYHVWPHQW SODQV XQWLO WKH RXWORRN EHFRPHV FOHDUHU� 7KLV WUHQG VHHPV WR EH PRVW PDUNHG

LQ WKH PLQLQJ VHFWRU� DOWKRXJK LW IROORZV VHYHUDO \HDUV RI YHU\ VWURQJ JURZWK LQ LQYHVWPHQW

LQ WKDW VHFWRU �&KDUW ���

&KDUW �� $QQXDO *URZWK LQ %XVLQHVV ,QYHVWPHQW
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0LQLQJ 0DQXIDFWXULQJ 6HUYLFHV

3HU FHQW 3HU FHQW

6RXUFH� $%6 &DW� 1R� �������

$FWLQJ DJDLQVW WKHVH IDFWRUV� KRZHYHU� LV D UDQJH RI UHODWLYHO\ SRVLWLYH IXQGDPHQWDO

LQIOXHQFHV� QRPLQDO DQG UHDO LQWHUHVW UDWHV DUH ORZ� RYHUDOO FDSDFLW\ XWLOLVDWLRQ LV DW DERYH

DYHUDJH OHYHOV� PRVW PHDVXUHV RI EXVLQHVV FRQILGHQFH KDYH UHWXUQHG WR SUH (DVW $VLDQ

FULVLV OHYHOV� DQG SURILWDELOLW\ DQG EDODQFH VKHHWV DUH KHDOWK\� 7KH FRUSRUDWH SURILW VKDUH

LQFUHDVHG WR D UHFRUG OHYHO LQ ���� DQG EURDGHU PHDVXUHV RI SURILWDELOLW\� ZKLFK LQFOXGH

XQLQFRUSRUDWHG HQWHUSULVHV� DUH DOVR DW KLJK OHYHOV� :KLOH JHDULQJ UDWLRV KDYH GULIWHG XS
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VOLJKWO\ LQ UHFHQW \HDUV� WKH\ UHPDLQ ZHOO EHORZ WKH KLJKV H[SHULHQFHG LQ WKH ODWH ����V DQG

HDUO\ ����V�

2Q DQ LQGXVWU\ EDVLV� WKH ZHDNQHVV LQ EXVLQHVV LQYHVWPHQW LQWHQWLRQV LV ODUJHO\

FRQFHQWUDWHG LQ WKH PLQLQJ LQGXVWU\� FRQVLVWHQW ZLWK FXUUHQW ORZ FRPPRGLW\ SULFHV DQG

WKH VXEGXHG RXWORRN IRU WKH UHVRXUFHV VHFWRU� ,QYHVWPHQW LQWHQWLRQV LQ WKH PDQXIDFWXULQJ

DQG� WR D OHVVHU GHJUHH� VHUYLFHV VHFWRUV� DUH UHODWLYHO\ VWURQJ DQG PRUH LQ OLQH ZLWK WKH

IDYRXUDEOH IXQGDPHQWDOV QRWHG DERYH�

,Q WHUPV RI WKH FRPSRQHQWV RI EXVLQHVV LQYHVWPHQW� XQGHUO\LQJ SODQW DQG HTXLSPHQW

LQYHVWPHQW LV H[SHFWHG WR JURZ E\ DURXQG � SHU FHQW LQ ��������� DIWHU GHFOLQLQJ E\

DURXQG � SHU FHQW LQ �������� .H\ LQIOXHQFHV DUH H[SHFWHG WR EH VWURQJHU JURZWK LQ

PDQXIDFWXUHG H[SRUWV� LQ OLQH ZLWK D JUDGXDOO\ VWUHQJWKHQLQJ ZRUOG HFRQRP\ DQG WKH

JHQHUDOO\ IDYRXUDEOH LQYHVWPHQW FOLPDWH RXWOLQHG DERYH� $V D SDUWLDO RIIVHW� WKH

LQWURGXFWLRQ RI WKH *67 RQ � -XO\ ���� DQG WKH UHPRYDO RI ZKROHVDOH VDOHV WD[ IURP

EXVLQHVV LQSXWV ZLOO JHQHUDOO\ UHGXFH WKH FRVW RI LQYHVWPHQW DQG KHQFH LV OLNHO\ WR UHVXOW LQ

VRPH GHIHUUDO RI SODQW DQG HTXLSPHQW LQYHVWPHQW LQ WKH ODWWHU SDUW RI ����������

6XUYH\HG EXVLQHVV LQYHVWPHQW LQWHQWLRQV GDWD DOVR SRLQW WR D UHWXUQ WR JURZWK LQ SODQW DQG

HTXLSPHQW LQYHVWPHQW LQ ���������� $SSO\LQJ D ILYH�\HDU DYHUDJH UHDOLVDWLRQ UDWLR WR WKH

LQLWLDO LQWHQWLRQV GDWD IRU ��������� LPSOLHV JURZWK RI DURXQG � SHU FHQW LQ WKH YDOXH RI

SODQW DQG HTXLSPHQW LQYHVWPHQW� +RZHYHU� WKHUH LV DOZD\V D ZLGH EDQG RI XQFHUWDLQW\

DURXQG HVWLPDWHV EDVHG RQ WKH ILUVW VHW RI LQYHVWPHQW LQWHQWLRQV GDWD IRU D SDUWLFXODU \HDU�

ZLWK LQYHVWPHQW SODQV EHLQJ ILUPHG XS DV WKH \HDU SURJUHVVHV DQG RIWHQ VHQVLWLYH WR

FKDQJLQJ HFRQRPLF WUHQGV�

1RQ�UHVLGHQWLDO FRQVWUXFWLRQ LQYHVWPHQW �LQ XQGHUO\LQJ WHUPV� LV H[SHFWHG WR SHDN

LQ ������� DW D UHODWLYHO\ KLJK OHYHO DV D VKDUH RI *'3� EHIRUH WXUQLQJ GRZQ LQ ����������

7KLV IROORZV VHYHUDO \HDUV RI VWURQJ JURZWK LQ LQYHVWPHQW LQ SURMHFWV VXFK DV RIILFHV�

KRWHOV� FDVLQRV� VSRUWLQJ DUHQDV DQG LQIUDVWUXFWXUH� LQFOXGLQJ SURMHFWV OLQNHG WR WKH

6\GQH\ ���� 2O\PSLFV� /RZHU PLQLQJ LQYHVWPHQW LV DOVR H[SHFWHG WR GDPSHQ

QRQ�UHVLGHQWLDO FRQVWUXFWLRQ DFWLYLW\� $SSURYDOV DQG ILQDQFLQJ GDWD KDYH EHHQ WUHQGLQJ

GRZQ VLQFH DURXQG PLG������ :KLOH D ODUJH VWRFN RI ZRUN \HW WR EH GRQH VKRXOG VXSSRUW D

KLJK OHYHO RI DFWLYLW\ IRU VRPH WLPH� LW LV H[SHFWHG WR RQO\ SDUWO\ RIIVHW WKH GHFOLQH LQ WKH

IORZ RI QHZ SURMHFWV� 6XUYH\HG EXVLQHVV LQYHVWPHQW LQWHQWLRQV DOVR SRLQW WR D VLJQLILFDQW

IDOO LQ QRQ�UHVLGHQWLDO FRQVWUXFWLRQ LQ ����������

38%/,& ),1$/ '(0$1'

)ROORZLQJ VWURQJ JURZWK LQ �������� SXEOLF ILQDO GHPDQG �DEVWUDFWLQJ IURP DVVHW VDOHV� LV

H[SHFWHG WR PRGHUDWH LQ ���������� UHIOHFWLQJ VORZHU JURZWK LQ ERWK SXEOLF LQYHVWPHQW

DQG FRQVXPSWLRQ�

*URZWK LQ LQYHVWPHQW VSHQGLQJ DW WKH &RPPRQZHDOWK� 6WDWH DQG ORFDO JRYHUQPHQW OHYHOV

LV H[SHFWHG WR VORZ LQ ���������� 7KLV ODUJHO\ UHIOHFWV VORZHU JURZWK LQ SXEOLF WUDGLQJ

HQWHUSULVH LQYHVWPHQW DW WKH &RPPRQZHDOWK DQG 6WDWH OHYHOV RI JRYHUQPHQW� ZLWK WKH

FRPSOHWLRQ RI VRPH PDMRU LQYHVWPHQW SURMHFWV LQ �������� :KLOH JHQHUDO JRYHUQPHQW



����

LQYHVWPHQW LV H[SHFWHG WR EH XQGHUSLQQHG E\ VRPH LQIUDVWUXFWXUH SURJUDPPHV RI 6WDWH
*RYHUQPHQWV LQ ���������� WKH HIIHFW RI WKLV ZLOO EH SDUWO\ RIIVHW E\ WKH FRQFOXVLRQ RI
2O\PSLF�UHODWHG VSHQGLQJ�

3XEOLF FRQVXPSWLRQ JURZWK LV H[SHFWHG WR VORZ LQ ���������� UHIOHFWLQJ RQJRLQJ ILVFDO
FRQVROLGDWLRQ SURJUDPPHV DW ERWK &RPPRQZHDOWK DQG 6WDWH JRYHUQPHQW OHYHOV�

121�)$50 ,19(1725,(6

3ULYDWH VHFWRU QRQ�IDUP LQYHQWRULHV DUH H[SHFWHG WR FRQWULEXWH DURXQG ô SHUFHQWDJH SRLQW
WR JURZWK LQ ������� DQG GHWUDFW DURXQG ô SHUFHQWDJH SRLQW IURP JURZWK LQ ���������
�DIWHU DGMXVWLQJ IRU WKH SULYDWLVDWLRQ RI :RRO ,QWHUQDWLRQDO LQ WKH 6HSWHPEHU TXDUWHU ������
7KH LQYHQWRULHV�VDOHV UDWLR DSSHDUHG WR KDYH IDOOHQ EHORZ GHVLUHG OHYHOV LQ ��������
UHIOHFWLQJ XQH[SHFWHGO\ VWURQJ VDOHV JURZWK RYHU WKDW SHULRG� 7KH LQFUHDVH LQ LQYHQWRULHV LQ
UHFHQW TXDUWHUV KDV UHWXUQHG VWRFNKROGLQJ WR OHYHOV PRUH LQ OLQH ZLWK UHTXLUHPHQWV� $
UHVXPSWLRQ LQ WKH VWUXFWXUDO GHFOLQH LQ WKH LQYHQWRULHV�VDOHV UDWLR DVVRFLDWHG ZLWK LPSURYHG
LQYHQWRU\ PDQDJHPHQW SUDFWLFHV LV H[SHFWHG WR PRUH WKDQ RIIVHW DQ\ LQFUHDVH LQ GHPDQG
IRU VWRFNKROGLQJ VWHPPLQJ IURP RQJRLQJ VROLG VDOHV JURZWK RYHU WKH FRXUVH RI ����������

)$50 6(&725

7KH OHYHO RI IDUP JURVV GRPHVWLF SURGXFW LV IRUHFDVW WR UHPDLQ EURDGO\ XQFKDQJHG
LQ ���������� UHIOHFWLQJ WKH XVXDO DVVXPSWLRQ RI QRUPDO VHDVRQDO FRQGLWLRQV� 2I WKH PDLQ
FRPSRQHQWV� SURGXFWLRQ RI FDQROD DQG GDLU\ SURGXFWV LQ SDUWLFXODU DUH H[SHFWHG WR ULVH
RYHU WKH SHULRG� 7KHVH LQFUHDVHV DUH H[SHFWHG WR RIIVHW D GHFOLQH LQ JUDLQ DQG ZRRO
SURGXFWLRQ DQG OLYHVWRFN VODXJKWHULQJV DV VRPH UHEXLOGLQJ RI WKH KHUG WDNHV SODFH�

1(7 (;32576 $1' 7+( &855(17 $&&2817 %$/$1&(

7KH VORZHU ZRUOG HFRQRP\ DQG FRQWLQXHG VWUHQJWK LQ GRPHVWLF GHPDQG LV H[SHFWHG WR
UHVXOW LQ QHW H[SRUWV GHWUDFWLQJ IURP *'3 JURZWK LQ �������� DOWKRXJK WKH GHWUDFWLRQ LV
OLNHO\ WR EH VPDOOHU WKDQ LQ �������� ,Q ���������� QHW H[SRUWV DUH H[SHFWHG WR FRQWULEXWH
VOLJKWO\ WR *'3 JURZWK �ô SHUFHQWDJH SRLQW�� DV H[SRUWV SLFN�XS LQ OLQH ZLWK WKH JUDGXDO
VWUHQJWKHQLQJ LQ WKH LQWHUQDWLRQDO HFRQRP\�

7KH SLFN�XS LQ H[SRUW YROXPH JURZWK LQ ��������� LV H[SHFWHG WR EH WR DURXQG
� SHU FHQW� ZLWK JURZWK DFURVV UHVRXUFHV� PDQXIDFWXUHV DQG VHUYLFH H[SRUWV� 1HYHUWKHOHVV�
VXFK DQ RXWFRPH ZRXOG PHDQ WKDW WKH JURZWK UDWH IRU H[SRUWV ZRXOG UHPDLQ EHORZ WKH
ORQJHU�WHUP WUHQG UDWH IRU WKH WKLUG FRQVHFXWLYH \HDU DV ZRUOG HFRQRPLF JURZWK UHPDLQHG
EHORZ WUHQG� $ IHDWXUH RI $XVWUDOLD·V H[SRUW SHUIRUPDQFH LQ WKH ILUVW \HDU RI WKH HFRQRPLF
GRZQWXUQ LQ (DVW $VLD ZDV D VLJQLILFDQW GLYHUVLRQ RI H[SRUWV� SDUWLFXODUO\ FRPPRGLWLHV�
DZD\ IURP WKH WURXEOHG (DVW $VLDQ HFRQRPLHV DQG WRZDUG IDVWHU JURZLQJ HFRQRPLHV
HOVHZKHUH� 7KLV H[SRUW GLYHUVLRQ PD\ PRGHUDWH LQ ��������� DV WKH HFRQRPLHV RI VRPH RI



����

$XVWUDOLD·V PDMRU WUDGLQJ SDUWQHUV LQ (DVW $VLD VWDELOLVH DQG EHJLQ WR UHFRYHU DQG JURZWK

VORZV LQ WKH 8QLWHG 6WDWHV�

7KH H[SHFWHG SLFN�XS LQ WKH YROXPH RI UHVRXUFH H[SRUWV LQ ��������� SULPDULO\ UHIOHFWV

DGGLWLRQDO VXSSO\ FDSDFLW\ FRPLQJ RQ VWUHDP� FRXSOHG ZLWK VWURQJHU JURZWK LQ WUDGLWLRQDO

H[SRUW PDUNHWV LQ (DVW $VLD� 7KH YROXPH RI HODERUDWHO\ WUDQVIRUPHG PDQXIDFWXUHV

�(70V� H[SRUWV LV HVWLPDWHG WR KDYH GHFOLQHG LQ �������� UHIOHFWLQJ YHU\ ZHDN DFWLYLW\ LQ

VRPH RI $XVWUDOLD·V PDMRU (70 WUDGLQJ SDUWQHUV LQ WKH UHJLRQ DQG WKH UHODWLYH GLIILFXOW\ LQ

HVWDEOLVKLQJ DOWHUQDWLYH PDUNHWV IRU VXFK LWHPV LQ WKH VKRUW WHUP� $ UHWXUQ WR SRVLWLYH

JURZWK LQ (70 H[SRUWV LV H[SHFWHG LQ ���������� VXSSRUWHG E\ VWUHQJWKHQLQJ DFWLYLW\ LQ

NH\ UHJLRQDO PDUNHWV� 7KH RXWORRN IRU VWURQJHU ZRUOG JURZWK DOVR SRLQWV WR D UHWXUQ WR

PRGHUDWH JURZWK LQ VHUYLFHV H[SRUWV�

,PSRUW YROXPH JURZWK LQ ��������� LV IRUHFDVW WR UHPDLQ UHODWLYHO\ VXEGXHG� UHIOHFWLQJ

WKH QHW LPSDFW RI PRUH PRGHUDWH JURZWK LQ GRPHVWLF GHPDQG� DJDLQVW D VOLJKW IDOO LQ

LPSRUW SULFHV� 7KH RXWORRN IRU LPSRUW SULFHV DFURVV�WKH�GRFNV DQG DW WKH UHWDLO OHYHO

UHPDLQV XQFHUWDLQ� 6WURQJ LQWHUQDWLRQDO DQG GRPHVWLF FRPSHWLWLYH SUHVVXUHV KDYH

SURGXFHG ORZHU WKDQ H[SHFWHG RXWFRPHV RYHU UHFHQW TXDUWHUV �VHH GLVFXVVLRQ LQ %R[ � DQG

6WDWHPHQW ���

7KH &$' LV IRUHFDVW WR GHFOLQH VOLJKWO\ UHODWLYH WR *'3 �WR �ô SHU FHQW RU $�� ELOOLRQ�
LQ ��������� DV FRPSDUHG ZLWK D IRUHFDVW RXWFRPH RI �ó SHU FHQW RI *'3 �$��ó ELOOLRQ�

LQ ��������

7KH LQFUHDVH LQ WKH &$' LQ ������� SULPDULO\ UHIOHFWV D GHWHULRUDWLRQ LQ WKH EDODQFH RI

WUDGH �&KDUW ��� FRPLQJ IURP FRQWLQXHG ZHDN QHW H[SRUWV DQG ZHDNHU WHUPV RI WUDGH�

&KDUW �� &RQWULEXWLRQV WR &XUUHQW $FFRXQW 'HILFLW
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%DODQFH RQ *RRGV DQG 6HUYLFHV

1HW ,QFRPH %DODQFH

&XUUHQW $FFRXQW %DODQFH

3HU FHQW RI *'3 3HU FHQW RI *'3

6RXUFH� $%6 &DW� 1R� ������ DQG 7UHDVXU\�
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7KHUH KDV EHHQ D GHFOLQH LQ WKH WHUPV RI WUDGH VLQFH WKH RQVHW RI WKH FULVLV LQ (DVW $VLD

DOEHLW PRGHVW� :KLOH H[SRUW SULFHV RQ ZRUOG PDUNHWV� SDUWLFXODUO\ IRU FRPPRGLWLHV� KDYH

GHFOLQHG VLJQLILFDQWO\ LQ IRUHLJQ FXUUHQF\ WHUPV� WKHUH KDV DOVR EHHQ D VLJQLILFDQW GHFOLQH LQ

WKH IRUHLJQ FXUUHQF\ SULFHV RI $XVWUDOLD·V LPSRUWV� 7KH ODWWHU UHIOHFWV YDULRXV IDFWRUV

LQFOXGLQJ WHFKQRORJLFDO DQG SURGXFWLYLW\ JDLQV� DV ZHOO DV WKH LPSDFW RI VORZ ZRUOG

HFRQRPLF JURZWK DQG WKH YHU\ FRPSHWLWLYH ZRUOG PDUNHWV IRU PDQ\ LWHPV� VXFK DV PRWRU

YHKLFOHV DQG FRPSXWHUV� ZKLFK DUH LPSRUWDQW LPSRUW LWHPV IRU $XVWUDOLD�

7KH WHUPV RI WUDGH LV H[SHFWHG WR GHFOLQH E\ DURXQG �õ SHU FHQW LQ \HDU�DYHUDJH WHUPV

LQ �������� $ VOLJKW LQFUHDVH LV H[SHFWHG LQ ��������� DV FRPPRGLW\ SULFHV VWDELOLVH

RYHUDOO DQG LPSRUW LWHPV UHPDLQ FRPSHWLWLYHO\ SULFHG� 7KLV RXWORRN KLQJHV RQ D JUDGXDO

VWUHQJWKHQLQJ LQ WKH ZRUOG HFRQRP\ LQ ���� SODFLQJ D IORRU XQGHU FRPPRGLW\ SULFHV�

8QOLNH SUHYLRXV HSLVRGHV LQ $XVWUDOLD ZKHQ WKH &$' KDV LQFUHDVHG VLJQLILFDQWO\ DV D

SHUFHQWDJH RI *'3� JURZWK LQ WKH QHW LQFRPH GHILFLW LV H[SHFWHG WR EH VXEGXHG RYHU WKH

IRUHFDVW SHULRG� UHIOHFWLQJ WKH FRQWLQXDWLRQ RI D ORZ LQWHUHVW UDWH HQYLURQPHQW DQG WKH

DEVHQFH RI VLJQLILFDQW H[FKDQJH UDWH YDOXDWLRQ HIIHFWV� 0RUH GHWDLO RQ WKH SHUIRUPDQFH RI

$XVWUDOLD·V H[WHUQDO VHFWRU UHODWLYH WR RWKHU SHULRGV RI VORZ ZRUOG HFRQRPLF JURZWK LV

FRQWDLQHG LQ 6WDWHPHQW ��

7KH IRUHFDVW GHFOLQH LQ WKH &$' DV D VKDUH RI *'3 LQ ��������� UHIOHFWV WKH RXWORRN IRU

D JUDGXDO SLFN�XS LQ JURZWK LQ $XVWUDOLD·V PDMRU H[SRUW PDUNHWV DQG D VOLJKW LQFUHDVH LQ WKH

WHUPV RI WUDGH� ,Q NHHSLQJ ZLWK SDVW H[SHULHQFH� FRQVLGHUDEOH YRODWLOLW\ LV OLNHO\ IURP

TXDUWHU WR TXDUWHU�

/$%2850$5.(7

&RQGLWLRQV LQ WKH ODERXU PDUNHW DUH H[SHFWHG WR UHPDLQ ILUP LQ ���������� DOWKRXJK VRPH

PRGHUDWLRQ LQ HPSOR\PHQW JURZWK LV H[SHFWHG RYHU WKH FRXUVH RI WKH \HDU LQ UHVSRQVH WR

VORZHU JURZWK LQ WKH GRPHVWLF HFRQRP\� 7KH XQHPSOR\PHQW UDWH LV H[SHFWHG WR DYHUDJH

DURXQG �ó SHU FHQW LQ ���������� FRQVROLGDWLQJ WKH GHFOLQH LQ WKH XQHPSOR\PHQW UDWH

VLQFH PLG������

(PSOR\PHQW KDV JURZQ VROLGO\ WKURXJK ������� WR GDWH� XQGHUSLQQHG E\ WKH VWUHQJWK LQ

RYHUDOO HFRQRPLF JURZWK� *LYHQ WKH XVXDO ODJV EHWZHHQ RXWSXW JURZWK DQG HPSOR\PHQW�

IXUWKHU VROLG JURZWK LV OLNHO\ LQ WKH HDUO\ SDUW RI ���������� 7KLV LV FRQVLVWHQW ZLWK WKH

KLJK OHYHO RI WKH PDMRU MRE YDFDQFLHV VXUYH\V� ZLWK ERWK WKH $1= DQG 6NLOOHG 9DFDQF\

VXUYH\V DW WKHLU KLJKHVW OHYHOV LQ RYHU QLQH \HDUV� 6RPH HDVLQJ LQ WKH UDWH RI HPSOR\PHQW

JURZWK LV H[SHFWHG ODWHU LQ ��������� DV HFRQRPLF JURZWK PRGHUDWHV�

)ROORZLQJ YHU\ VWURQJ DYHUDJH ODERXU SURGXFWLYLW\ JURZWK LQ UHFHQW \HDUV� D F\FOLFDO

VORZLQJ LQ SURGXFWLYLW\ JURZWK LV H[SHFWHG LQ ���������� DV HPSOR\PHQW JURZWK UHVSRQGV

ZLWK D ODJ WR VORZHU JURZWK LQ DFWLYLW\� 7KH IRUHFDVW UDWH RI ODERXU SURGXFWLYLW\ JURZWK LV

FRQVLVWHQW ZLWK WKH H[SHULHQFH RI WKH PLG�����V� DOWKRXJK DYHUDJH ODERXU SURGXFWLYLW\ KDV

EHHQ TXLWH YRODWLOH IURP \HDU WR \HDU DQG LV WKHUHIRUH GLIILFXOW WR SUHGLFW�
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&KDUW �� 7KH 3DUWLFLSDWLRQ 5DWH
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3HU FHQW 3HU FHQW

6RXUFH� $%6 &DW� 1R� �������

7KH XQHPSOR\PHQW UDWH LV IRUHFDVW WR DYHUDJH DURXQG �ó SHU FHQW RYHU ���������� ZLWK

WKH SDUWLFLSDWLRQ UDWH GULIWLQJ XS D OLWWOH IURP UHFHQW OHYHOV WR DYHUDJH DURXQG ��ô SHU FHQW�

7KHUH LV D ODUJHU WKDQ QRUPDO GHJUHH RI XQFHUWDLQW\ FRQFHUQLQJ WKH SDUWLFLSDWLRQ UDWH DW WKLV

WLPH� 6KRUW�WHUP PRYHPHQWV LQ WKH SDUWLFLSDWLRQ UDWH WHQG WR ODUJHO\ UHIOHFW FKDQJHV LQ

HPSOR\PHQW RSSRUWXQLWLHV� DOWKRXJK WKLV GRHV QRW VHHP WR KDYH EHHQ WKH FDVH

GXULQJ ��������

$ UDQJH RI IDFWRUV PD\ KDYH FRQWULEXWHG WR D VWDEOH SDUWLFLSDWLRQ UDWH RYHU UHFHQW TXDUWHUV�

QRWZLWKVWDQGLQJ WKH IDYRXUDEOH HPSOR\PHQW RXWORRN� )RU H[DPSOH� FRQWLQXHG KLJK OHYHOV

RI KRXVLQJ DIIRUGDELOLW\ DQG ULVLQJ KRXVHKROG ZHDOWK PD\ EH FUHDWLQJ RSSRUWXQLWLHV IRU

VRPH KRXVHKROGV WR UHDUUDQJH WKHLU ZRUN�OHLVXUH FKRLFHV� )XUWKHU� ORQJHU�WHUP

GHPRJUDSKLF IDFWRUV� VXFK DV WKH DJHLQJ RI WKH SRSXODWLRQ DQG WKH PRYHPHQW RI WKH ¶EDE\

ERRPHU· JHQHUDWLRQ LQWR WKH ORZHU SDUWLFLSDWLRQ FRKRUWV� DUH DOVR OLNHO\ WR EH H[HUWLQJ D

QHJDWLYH LQIOXHQFH RQ WKH SDUWLFLSDWLRQ UDWH �DV GLVFXVVHG LQ WKH 6XPPHU ���� (FRQRPLF
5RXQGXS DQG LQ 6WDWHPHQW ���

2YHUDOO� D PRGHVW LQFUHDVH LQ WKH SDUWLFLSDWLRQ UDWH IURP UHFHQW OHYHOV LV H[SHFWHG RYHU WKH

FRXUVH RI ���������� ZLWK WKH FRQWLQXLQJ IDYRXUDEOH HPSOR\PHQW RXWORRN DVVXPHG WR

RXWZHLJK WKH YDULRXV IRUFHV ZKLFK PD\ EH ZRUNLQJ LQ WKH RSSRVLWH GLUHFWLRQ�
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:$*(6

:DJHV JURZWK RQ D 1DWLRQDO $FFRXQWV EDVLV LV FXUUHQWO\ UXQQLQJ DW DURXQG � SHU FHQW

SHU DQQXP� VLPLODU WR RXWFRPHV LQ �������� 7KLV LV VRPHZKDW KLJKHU WKDQ RWKHU PHDVXUHV

RI ZDJHV JURZWK� $ VOLJKW PRGHUDWLRQ LQ ZDJHV JURZWK JHQHUDOO\ LV H[SHFWHG LQ ����������

DV ODERXU PDUNHW FRQGLWLRQV UHPDLQ ILUP EXW HPSOR\PHQW JURZWK VORZV UHODWLYH WR

�������� 7KLV RXWORRN LQFRUSRUDWHV WKH FRQWULEXWLRQ WR ZDJHV JURZWK IORZLQJ IURP WKH

UHFHQW $XVWUDOLDQ ,QGXVWULDO 5HODWLRQV &RPPLVVLRQ VDIHW\ QHW GHFLVLRQ�

35,&(6

,QIODWLRQ LV H[SHFWHG WR LQFUHDVH PRGHVWO\ IURP UHFHQW ORZ RXWFRPHV� ,Q \HDU�DYHUDJH

WHUPV� LQIODWLRQ LV IRUHFDVW WR EH DURXQG � SHU FHQW LQ ���������� XS IURP DURXQG

�ô SHU FHQW LQ ���������� 7KURXJK WKH \HDU WR WKH -XQH TXDUWHU ����� LQIODWLRQ LV H[SHFWHG

WR EH DURXQG �ô SHU FHQW�

7KH IRUHFDVW VOLJKW ULVH LQ LQIODWLRQ LQ ��������� SDUWO\ UHIOHFWV IDVWHU JURZWK LQ QRPLQDO

XQLW ODERXU FRVWV LQ UHVSRQVH WR D F\FOLFDO VORZLQJ LQ DYHUDJH ODERXU SURGXFWLYLW\ JURZWK

IURP LWV UHFHQW KLJK UDWHV� PRUH WKDQ RIIVHWWLQJ D VOLJKW PRGHUDWLRQ LQ WKH UDWH RI QRPLQDO

ZDJH LQFUHDVHV� 6RPH OHVVHQLQJ LQ WKH GRZQZDUG SUHVVXUH RQ WKH ZRUOG SULFHV RI

$XVWUDOLD·V LPSRUWV LV DOVR H[SHFWHG LQ ���������� IROORZLQJ VLJQLILFDQW IDOOV LQ ZRUOG SULFHV

RI WKHVH LWHPV �ZKHQ H[SUHVVHG LQ $86 WHUPV� VLQFH PLG����� �VHH %R[ � DQG WKH

GLVFXVVLRQ LQ 6WDWHPHQW ��� 7KHUH PD\ DOVR EH VRPH PRYH RQ WKH SDUW RI ZKROHVDOHUV DQG

UHWDLOHUV WR UHEXLOG SURILW PDUJLQV RQ LPSRUWHG LWHPV� IROORZLQJ DQ DSSDUHQW VTXHH]LQJ RI

PDUJLQV RYHU UHFHQW TXDUWHUV �&KDUW ��� $FWLQJ LQ WKH RSSRVLWH GLUHFWLRQ ZLOO EH WKH

PRGHUDWLQJ HIIHFW RI VRPH HDVLQJ LQ GRPHVWLF GHPDQG SUHVVXUHV DV DFWLYLW\ VORZV�

&KDUW �� 3ULFHV RI ,PSRUWHG &RQVXPSWLRQ *RRGV
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$FURVV�WKH�GRFNV

5HWDLO

3HU FHQW FKDQJH RQ D \HDU HDUOLHU 3HU FHQW FKDQJH RQ D \HDU HDUOLHU

6RXUFH� $%6 &DW� 1RV� ������ DQG �������
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%R[ �� $XVWUDOLD¶V 5HFHQW ,QIODWLRQ 3HIRUPDQFH

&3, LQIODWLRQ KDV EHHQ ZHOO EHORZ � SHU FHQW LQ WKURXJK�WKH�\HDU WHUPV IRU WKH SDVW

WZR \HDUV� ZLWK RWKHU PHDVXUHV RI LQIODWLRQ� VXFK DV XQGHUO\LQJ LQIODWLRQ DQG WKH

KRXVHKROG FRQVXPSWLRQ GHIODWRU� DOVR LQGLFDWLQJ VXEGXHG SULFH SUHVVXUHV� :KLOH DQ

LPSURYHG LQIODWLRQ SHUIRUPDQFH KDV EHHQ D IHDWXUH RI PRVW GHYHORSHG FRXQWULHV� LQ

$XVWUDOLD LW KDV RFFXUUHG LQ DQ HQYLURQPHQW RI VWURQJ GHPDQG JURZWK DQG ULVLQJ

LPSRUW SULFHV DFURVV�WKH�GRFNV�

$XVWUDOLD·V ORZ LQIODWLRQ RXWFRPHV UHIOHFW DQ LPSURYHG PRQHWDU\ SROLF\ IUDPHZRUN DQG

WKH VXFFHVV RI ODERXU DQG SURGXFW PDUNHW UHIRUPV� ZKLFK KDYH UHVXOWHG LQ D PRUH

G\QDPLF� HIILFLHQW DQG FRPSHWLWLYH HFRQRP\� 7KH EHQHILWV RI WKHVH UHIRUPV DUH HYLGHQW

LQ UHFHQW SURGXFWLYLW\ RXWFRPHV� *URZWK LQ DYHUDJH ODERXU SURGXFWLYLW\ �*'3 SHU

HPSOR\HG SHUVRQ� KDV WKXV IDU DYHUDJHG DERYH �ô SHU FHQW SHU DQQXP LQ WKH ����V

JURZWK SHULRG� XS IURP DURXQG �ô SHU FHQW SHU DQQXP LQ WKH ����V JURZWK F\FOH�

,Q ������� DYHUDJH ODERXU SURGXFWLYLW\ JURZWK ZDV HYHQ VWURQJHU DW DURXQG

�ô SHU FHQW� UHVXOWLQJ LQ KLVWRULFDOO\ YHU\ ORZ JURZWK LQ QRPLQDO XQLW ODERXU FRVWV�

7DNLQJ LQWR DFFRXQW ODJV EHWZHHQ FKDQJHV LQ SURGXFWLRQ FRVWV DQG FKDQJHV LQ ILQDO

UHWDLO SULFHV� WKLV KDV EHHQ D NH\ IDFWRU NHHSLQJ LQIODWLRQ DW ORZ OHYHOV LQ UHFHQW TXDUWHUV�

)DOOLQJ ZRUOG SULFHV IRU D QXPEHU RI $XVWUDOLD·V FRQVXPHU LPSRUWV� VXFK DV FDUV DQG

FRPSXWHU HTXLSPHQW� KDYH DOVR FRQWULEXWHG WR UHFHQW ORZ LQIODWLRQ RXWFRPHV� :KLOH

LPSRUW SULFHV DFURVV�WKH�GRFNV KDYH ULVHQ LQ $$ WHUPV� WKH LQFUHDVH KDV EHHQ

FRQVLGHUDEO\ OHVV WKDQ PLJKW KDYH RWKHUZLVH EHHQ H[SHFWHG� JLYHQ WKH VKDUS GHFOLQH LQ

WKH $$ DJDLQVW WKH PDMRU FXUUHQFLHV� ,PSRUW SULFHV KDYH IDOOHQ VLJQLILFDQWO\ LQ

$86 WHUPV� ZLWK IDOOLQJ FRPPRGLW\ SULFHV DQG WKH (DVW $VLDQ GRZQWXUQ KDYLQJ EHHQ

LPSRUWDQW� WKRXJK QRW WKH RQO\� XQGHUO\LQJ IDFWRUV �VHH 6WDWHPHQW ��� )DOOLQJ

FRPPRGLW\ SULFHV KDYH KHOSHG WR UHGXFH SURGXFWLRQ FRVWV LQ PDQ\ PDQXIDFWXULQJ

LQGXVWULHV RYHUVHDV� ,Q DGGLWLRQ� WKH (DVW $VLDQ GRZQWXUQ KDV PHDQW WKDW GHPDQG IRU

PDQXIDFWXUHG LWHPV KDV EHHQ YHU\ ZHDN LQ PDQ\ (DVW $VLDQ HFRQRPLHV DQG (DVW $VLDQ

PDQXIDFWXUHUV KDYH EHQHILWHG IURP ORZ H[FKDQJH UDWHV� ERRVWLQJ WKHLU FRPSHWLWLYHQHVV�

,W LV H[SHFWHG WKDW VRPH RI WKHVH GRZQZDUG SUHVVXUHV RQ ZRUOG SULFHV RI $XVWUDOLD·V

LPSRUWV PD\ EHJLQ WR ZHDNHQ LQ ��������� DV ZRUOG FRPPRGLW\ SULFHV DQG WKH

WURXEOHG (DVW $VLDQ HFRQRPLHV EHJLQ WR UHFRYHU� 1HYHUWKHOHVV� RQJRLQJ ORZ LQIODWLRQ

LQ WKH PDMRU HFRQRPLHV� VWURQJ SURGXFWLYLW\ JURZWK DQG WHFKQRORJLFDO DGYDQFHV VKRXOG

HQVXUH WKDW ZRUOG SULFHV RI LPSRUWV UHPDLQ VXEGXHG�

,W LV DOVR QRWHZRUWK\ WKDW� WR GDWH WKH �UHODWLYHO\ PRGHVW� LQFUHDVHV LQ LPSRUW SULFHV

DFURVV�WKH�GRFNV LQ $$ WHUPV KDYH QRW EHHQ UHIOHFWHG LQ ULVLQJ SULFHV DW WKH UHWDLO OHYHO

�&KDUW ��� ,Q SDUW� WKLV SUREDEO\ UHIOHFWV DQ LQFUHDVLQJO\ FRPSHWLWLYH PDUNHW SODFH

SXWWLQJ SUHVVXUH RQ EXVLQHVVHV· PDUJLQV� 0RUHRYHU� UHWDLOHUV UHYLHZ DQG FKDQJH SULFHV

LQIUHTXHQWO\� DWWHPSWLQJ WR DYRLG H[FHVVLYH SULFH YRODWLOLW\ VR DV WR PDLQWDLQ VWDELOLW\

DQG FXVWRPHU OR\DOW\� 2YHU WKH SDVW �� \HDUV RU VR� JUHDWHU XVH RI ILQDQFLDO LQVWUXPHQWV

WR KHGJH H[FKDQJH UDWH ULVN KDV DOVR DVVLVWHG UHWDLOHUV LQ UHGXFLQJ WKH YRODWLOLW\ RI UHWDLO

SULFHV UHODWLYH WR FKDQJHV LQ LPSRUW SULFHV DFURVV�WKH�GRFNV� ,Q DGGLWLRQ� DQ\ GLVFRXQWV

WKDW PD\ EH SURYLGHG GLUHFWO\ IURP RYHUVHDV VXSSOLHUV WR GRPHVWLF ZKROHVDOHUV RU

UHWDLOHUV PD\ QRW EH FDSWXUHG LQ PHDVXUHG SULFHV DFURVV�WKH�GRFNV�
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7KH LQIODWLRQ IRUHFDVWV LQ ERWK ������� DQG ��������� DOVR SDUWO\ UHIOHFW WKH RQH�RII

LPSDFW RQ WKH &RQVXPHU 3ULFH ,QGH[ �&3,� RI FKDQJHV LQ JRYHUQPHQW SROLF\� ,QIODWLRQ

LQ ������� KDV EHHQ UHGXFHG E\ WKH LPSDFW RQ KHDOWK LQVXUDQFH FRVWV DV D UHVXOW RI WKH

LQWURGXFWLRQ RI WKH �� SHU FHQW KHDOWK LQVXUDQFH UHEDWH LQ WKH 0DUFK TXDUWHU ���� �ZKLFK

LV HVWLPDWHG WR KDYH UHGXFHG WKH &3, E\ DURXQG ��� SHUFHQWDJH SRLQWV�� &RQYHUVHO\� WKH

LQWURGXFWLRQ RI WKH ¶SHU VWLFN· WREDFFR H[FLVH LQ WKH 'HFHPEHU TXDUWHU ���� LV H[SHFWHG WR

LQFUHDVH WKH &3, E\ DURXQG ô SHUFHQWDJH SRLQW�
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3DUW�,9���8QFHUWDLQWLHV�6XUURXQGLQJ�WKH�2XWORRN

7KHUH FRQWLQXHV WR EH VLJQLILFDQW XQFHUWDLQW\ VXUURXQGLQJ WKH LQWHUQDWLRQDO HFRQRPLF

RXWORRN DQG ZLWK WKDW WKH RXWORRN IRU $XVWUDOLD·V H[SRUW LQGXVWULHV DQG WKH WHUPV RI WUDGH�

$OWKRXJK WKHUH DUH VHYHUDO IDFWRUV SRLQWLQJ WR DQ LPSURYHG LQWHUQDWLRQDO HFRQRPLF

RXWORRN LQ FDOHQGDU \HDU ����� WKHUH DUH TXHVWLRQV DERXW WKH VXVWDLQDELOLW\ RI D VWURQJ (DVW

$VLDQ UHFRYHU\� DQG FRQVLGHUDEOH XQFHUWDLQW\ LV DWWDFKHG WR WKH RXWORRN IRU -DSDQ DQG

VRPH HPHUJLQJ PDUNHW HFRQRPLHV� $JDLQVW WKLV� HFRQRPLF JURZWK LQ WKH 8QLWHG 6WDWHV

FRXOG FRQWLQXH WR H[FHHG H[SHFWDWLRQV�

7KH H[SRUW RXWORRN ZLOO� RI FRXUVH� EH KHDYLO\ GHSHQGHQW RQ WKH JUDGXDO UHFRYHU\ RI WKH

LQWHUQDWLRQDO HFRQRP\ DQG DFFRUGLQJO\ DOVR UHPDLQV VXEMHFW WR D KLJK GHJUHH RI

XQFHUWDLQW\� 7KH IRUHFDVW VOLJKW GHFOLQH LQ WKH &$' LQ ��������� UHIOHFWV WKH RXWORRN IRU D

JUDGXDO SLFN�XS LQ JURZWK LQ $XVWUDOLD·V PDMRU H[SRUW PDUNHWV DQG D VOLJKW LQFUHDVH LQ WKH

WHUPV RI WUDGH� 6KRXOG WKH ZRUOG HFRQRP\ QRW SLFN�XS DV H[SHFWHG LQ ����� WKHQ WKH

H[SRUW RXWORRN ZRXOG EH PRUH VXEGXHG DQG WKH &$' PD\ EH D OLWWOH KLJKHU�

$JDLQVW WKH EDFNGURS RI WKHVH LQWHUQDWLRQDO ULVNV� FRQVLGHUDEOH XQFHUWDLQW\ UHPDLQV DERXW

WKH WLPLQJ DQG H[WHQW RI WKH VORZ GRZQ LQ WKH GRPHVWLF HFRQRP\ IURP WKH YHU\ VWURQJ

JURZWK LQ ������� DQG �������� %XVLQHVV LQYHVWPHQW� ZKLFK LV IRUHFDVW WR VORZ DIWHU

VL[ \HDUV RI VWURQJ JURZWK� LV E\ QDWXUH TXLWH YRODWLOH� ZLWK VXUYH\V RI EXVLQHVV LQYHVWPHQW

LQWHQWLRQV RQO\ SURYLGLQJ D EURDG JXLGH WR OLNHO\ RXWFRPHV�

6RPH XQFHUWDLQW\ UHPDLQV DURXQG WKH H[WHQW WR ZKLFK WKH UHFHQW VWUHQJWK LQ KRXVHKROG

FRQVXPSWLRQ H[SHQGLWXUH ZLOO EH VXVWDLQHG RQFH WKH HIIHFWV RI UHFHQW LQFUHDVHV LQ

KRXVHKROG ZHDOWK KDYH UXQ WKHLU FRXUVH� $ UHODWHG DUHD RI XQFHUWDLQW\ LV WKH DSSDUHQW

GRZQZDUG WUHQG LQ WKH KRXVHKROG VDYLQJ UDWLR DQG ULVLQJ KRXVHKROG GHEW� ,I KRXVHKROGV

PRYH WR VWDELOLVH RU LQFUHDVH WKHLU VDYLQJ UDWHV IURP UHFHQW OHYHOV DQG WR UHLQ LQ WKH JURZWK

LQ KRXVHKROG GHEW� KRXVHKROG FRQVXPSWLRQ H[SHQGLWXUH FRXOG EH ZHDNHU WKDQ IRUHFDVW�

2Q WKH RWKHU KDQG� EURDGHU PHDVXUHV RI KRXVHKROGV· ILQDQFLDO SRVLWLRQ� VXFK DV QHW ZRUWK

DQG GHEW VHUYLFLQJ UDWLRV� UHPDLQ VRXQG DQG LQWHUHVW UDWHV DUH DW ORZ OHYHOV� VXJJHVWLQJ WKDW

ULVNV DURXQG WKH RXWORRN IRU KRXVHKROG FRQVXPSWLRQ DUH UHODWLYHO\ HYHQO\ EDODQFHG�

7KH WLPLQJ RI EXVLQHVV DQG GZHOOLQJ LQYHVWPHQW DQG KRXVHKROG FRQVXPSWLRQ LQ WKH ODWWHU

SDUW RI ��������� ZLOO DOVR EH DIIHFWHG WR VRPH H[WHQW E\ WKH LQWURGXFWLRQ RI WKH *67 DQG

WKH DEROLWLRQ RI WKH ZKROHVDOH VDOHV WD[�

6RPH LQFUHDVH LQ VSHQGLQJ DQG EXVLQHVV VWRFNV PD\ RFFXU LQ WKH 'HFHPEHU TXDUWHU ����

LQ UHVSRQVH WR OLQJHULQJ FRQFHUQV DERXW <�. UHODWHG GLVUXSWLRQV� +RZHYHU� LW VHHPV OLNHO\

WKDW VXFK VSHQGLQJ DQG VWRFN EXLOGLQJ ZRXOG EH ODUJHO\ UHYHUVHG LQ WKH

0DUFK TXDUWHU ����� ZLWK PLQLPDO HIIHFW RQ DYHUDJH JURZWK RXWFRPHV IRU ��������� DV D

ZKROH� 7KHUH UHPDLQ XQFHUWDLQWLHV� KRZHYHU� LQ UHODWLRQ WR $XVWUDOLD·V LQWHUQDWLRQDO WUDGH LI

<�. HIIHFWV GLVUXSW VRPH RI RXU PDMRU WUDGLQJ SDUWQHUV�

$ PRGHVW LQFUHDVH LQ WKH ODERXU IRUFH SDUWLFLSDWLRQ UDWH IURP UHFHQW OHYHOV LV H[SHFWHG

RYHU WKH FRXUVH RI ���������� UHIOHFWLQJ WKH FRQWLQXLQJ IDYRXUDEOH HPSOR\PHQW RXWORRN�

1HYHUWKHOHVV� JLYHQ UHFHQW WUHQGV� WKH SDUWLFLSDWLRQ UDWH LV DQ LPSRUWDQW DUHD RI XQFHUWDLQW\



����

VXUURXQGLQJ WKH RXWORRN IRU XQHPSOR\PHQW� ,I WKH SDUWLFLSDWLRQ UDWH ZHUH WR UHPDLQ

DURXQG FXUUHQW OHYHOV WKHQ� RWKHU WKLQJV EHLQJ HTXDO� WKH XQHPSOR\PHQW UDWH ZRXOG

FRQWLQXH LWV GRZQZDUG WUHQG� GHVSLWH WKH PRGHUDWLQJ HFRQRPLF JURZWK UDWH�
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67$7(0(17�����(&2120,&�32/,&<�5()250�$1'

$8675$/,$¶6�5(&(17�(&2120,&�3(5)250$1&(

&RQWHQWV

3DUW ,� ,QWURGXFWLRQ ������������������������������������������������������������������������������������ ���

3DUW ,,� 7KH 1DWXUH RI WKH ([WHUQDO (QYLURQPHQW

DQG WKH (FRQRP\¶V 5HVSRQVH���������������������������������������������������������������������� ���

3DUW ,,,� 7KH %HQHILWV RI 3ROLF\ 5HIRUP���������������������������������������������������� ����

7KH 0DFURHFRQRPLF 3ROLF\ )UDPHZRUN �������������������������������������������������������������������������������� ����

0RQHWDU\ 3ROLF\ DQG ,QIODWLRQ�������������������������������������������������������������������������������������������������� ����

)LVFDO 3ROLF\ DQG 3XEOLF 6DYLQJ ������������������������������������������������������������������������������������������������ ����

6WUXFWXUDO 5HIRUP� 3URGXFWLYLW\ DQG (FRQRPLF (IILFLHQF\������������������������������������������������� ����

/DERXU 0DUNHW 5HIRUP�������������������������������������������������������������������������������������������������������������� ����

)LQDQFLDO 0DUNHW DQG &RUSRUDWH /DZ 5HIRUPV ��������������������������������������������������������������������� ����

3DUW ,9� 7KH &KDOOHQJH $KHDG ������������������������������������������������������������������ ����

7KH (FRQRP\·V *URZWK 3RWHQWLDO������������������������������������������������������������������������������������������� ����

3ROLF\ 3ULRULWLHV LQ WKH 3HULRG $KHDG �������������������������������������������������������������������������������������� ����

3DUW 9� &RQFOXVLRQ ������������������������������������������������������������������������������������ ����
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67$7(0(17�����(&2120,&�32/,&<�5()250�$1'

$8675$/,$¶6�5(&(17�(&2120,&�3(5)250$1&(

3DUW�,���,QWURGXFWLRQ

6LQFH WKH RQVHW RI WKH (DVW $VLDQ HFRQRPLF DQG ILQDQFLDO FULVLV LQ ODWH ���� WKH $XVWUDOLDQ

HFRQRP\ KDV FRQWLQXHG WR UHFRUG VWURQJ JURZWK� GHVSLWH PDQ\ RI $XVWUDOLD·V $VLDQ PDMRU

WUDGLQJ SDUWQHUV �073V� H[SHULHQFLQJ UHFHVVLRQ DQG D FRQVHTXHQW VORZGRZQ LQ ZRUOG

HFRQRPLF JURZWK�

'HILQLQJ IHDWXUHV RI WKH $XVWUDOLDQ HFRQRP\ DUH D VRXQG PDFURHFRQRPLF SROLF\

IUDPHZRUN DQG JUHDWHU HIILFLHQF\ DQG IOH[LELOLW\ WKDW KDYH UHVXOWHG IURP VLJQLILFDQW

PLFURHFRQRPLF UHIRUPV DIIHFWLQJ SURGXFW� FDSLWDO DQG ODERXU PDUNHWV� 7KLV DOORZHG WKH

H[FKDQJH UDWH WR GHFOLQH VLQFH ODWH ���� LQ DQ RUGHUO\ IDVKLRQ DJDLQVW WKH 8QLWHG 6WDWHV

GROODU DQG (XURSHDQ FXUUHQFLHV� ZKLOH PDLQWDLQLQJ D VWDEOH DQG ORZ LQWHUHVW UDWH

HQYLURQPHQW WKDW KDV KHOSHG WR VXVWDLQ GRPHVWLF GHPDQG� ,Q VKRUW� VRXQG SROLFLHV KDYH

XQGHUSLQQHG WKH UHVLOLHQFH RI WKH HFRQRP\ LQ ZHDWKHULQJ WKH $VLDQ GRZQWXUQ�

7KH GHFOLQH LQ WKH H[FKDQJH UDWH FXVKLRQHG WKH HIIHFW RI ORZHU FRPPRGLW\ SULFHV DQG

SURYLGHG RSSRUWXQLWLHV IRU FRPPRGLW\ H[SRUWHUV WR ILQG DOWHUQDWLYH PDUNHWV RXWVLGH WKH

UHFHVVHG $VLDQ HFRQRPLHV� 7KLV KDV EHHQ DVVLVWHG E\ WKH UHODWLYH VWUHQJWK LQ WKH

8QLWHG 6WDWHV DQG (XURSHDQ HFRQRPLHV�

2Q WKH RWKHU KDQG� H[SRUWV RI HODERUDWHO\ WUDQVIRUPHG PDQXIDFWXUHV �(70V� DQG VHUYLFHV

KDYH EHHQ DIIHFWHG WR D PXFK ODUJHU H[WHQW ³ QRW RQO\ FRPSDUHG ZLWK WKH LPSDFW RQ

FRPPRGLW\ H[SRUWV� EXW DOVR ZLWK UHVSHFW WR SUHYLRXV SHULRGV RI ZHDN ZRUOG JURZWK LQ WKH

HDUO\ ����V DQG HDUO\ ����V� 7KLV UHIOHFWV WKH LPSRUWDQFH RI $VLDQ PDUNHWV DQG WKH

GLIILFXOW\ LQ ILQGLQJ DOWHUQDWLYH PDUNHWV IRU WKHVH LWHPV LQ WKH VKRUW WHUP� $V UHJDUGV

$XVWUDOLD·V WHUPV RI WUDGH� WKH GHFOLQH KDV EHHQ UHODWLYHO\ PRGHUDWH FRPSDUHG ZLWK SDVW

HSLVRGHV� ZLWK WKH HIIHFWV RI ORZHU ZRUOG FRPPRGLW\ SULFHV EHLQJ SDUWO\ RIIVHW E\ IDOOV LQ

ZRUOG SULFHV IRU PDQ\ RI RXU LPSRUWV�

7KH $XVWUDOLDQ HFRQRP\ KDV EHHQ FXVKLRQHG E\ WKH RQJRLQJ VWUHQJWK LQ GRPHVWLF

GHPDQG� VXSSRUWHG E\� ORZHU VKRUW DQG ORQJ�WHUP LQWHUHVW UDWHV� VWURQJ SURGXFWLYLW\

JURZWK� VXVWDLQDEOH ZDJHV JURZWK� VWURQJ HPSOR\PHQW JURZWK DQG IDOOLQJ XQHPSOR\PHQW�

KHDOWK\ FRUSRUDWH SURILWV� DQG ORZ LQIODWLRQ DQG LQIODWLRQDU\ H[SHFWDWLRQV� 7KLV IDYRXUDEOH

FRPELQDWLRQ LV WKH RXWFRPH RI D VRXQG PDFURHFRQRPLF SROLF\ IUDPHZRUN WKDW KDV

GHOLYHUHG VXVWDLQHG ORZ LQIODWLRQ DQG VRXQG SXEOLF VHFWRU ILQDQFHV� FRXSOHG ZLWK DQ

RQJRLQJ PLFURHFRQRPLF UHIRUP DJHQGD WKDW KDV GHOLYHUHG KLJKHU SURGXFWLYLW\ JURZWK DQG

D PRUH UHVSRQVLYH DQG IOH[LEOH HFRQRP\�
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3DUW�,,���7KH�1DWXUH�RI�WKH�([WHUQDO�(QYLURQPHQW
DQG�WKH�(FRQRP\¶V�5HVSRQVH

7KH FXUUHQW VORZGRZQ LQ ZRUOG HFRQRPLF JURZWK VXEVWDQWLDOO\ UHIOHFWV WKH GHHS UHFHVVLRQ

LQ -DSDQ DQG WKH FULVLV LQ D QXPEHU RI (DVW $VLDQ HFRQRPLHV� (FRQRPLF DFWLYLW\ LQ

$XVWUDOLD·V 073V IHOO LQ ����� ZLWK RQO\ ZHDN JURZWK H[SHFWHG LQ ���� DQG D PRGHVW

VWUHQJWKHQLQJ LQ ���� �&KDUWV � DQG ��� 7KLV FRQWUDVWV ZLWK SUHYLRXV VORZGRZQV LQ ZRUOG

JURZWK LQ WKH HDUO\ ����V DQG WKH HDUO\ ����V ZKHQ (DVW $VLDQ HFRQRPLHV� DQG WR D OHVVHU

H[WHQW -DSDQ� UHPDLQHG UHODWLYHO\ EXR\DQW�

&KDUW �� $XVWUDOLDQ DQG 073 *'3 *URZWK

��

��

��

�

�

�

�

�

�

�

������� ������� ��������H� ��������I�

��

��

��

�

�

�

�

�

�

�

86 2WKHU 2(&'073�D� (DVW $VLD 073�E� $XVWUDOLD

3HU FHQW 3HU FHQW

�D� *HUPDQ\� )UDQFH� WKH 8QLWHG .LQJGRP� ,WDO\� &DQDGD DQG 1HZ =HDODQG �ZHLJKWHG E\ PHUFKDQGLVH

H[SRUWV��

�E� -DSDQ� .RUHD� 6LQJDSRUH� 7DLZDQ� +RQJ .RQJ� &KLQD� ,QGRQHVLD� 0DOD\VLD� 7KDLODQG DQG WKH 3KLOLSSLQHV

�ZHLJKWHG E\ PHUFKDQGLVH H[SRUWV��

6RXUFH� $%6 &DW� 1R� ������� YDULRXV QDWLRQDO VWDWLVWLFDO SXEOLFDWLRQV DQG 7UHDVXU\�

7KH ZRUOG HFRQRPLF GRZQWXUQ KDV FRQWULEXWHG WR D VKDUS �� SHU FHQW IDOO LQ ZRUOG SULFHV

RI $XVWUDOLD·V FRPPRGLW\ H[SRUWV� 0RUHRYHU� H[SRUW YROXPH JURZWK KDV EHHQ DIIHFWHG

PRUH RQ WKLV RFFDVLRQ WKDQ LQ WKH SDVW� 7KLV LV SDUWLFXODUO\ WKH FDVH IRU (70V DQG VHUYLFHV�

IRU ZKLFK (DVW $VLDQ HFRQRPLHV DUH PDMRU PDUNHWV DQG GLYHUVLRQ WR RWKHU PDUNHWV LV

UHODWLYHO\ GLIILFXOW�

,Q FRQWUDVW� WKH GHFOLQH LQ WKH H[FKDQJH UDWH VLQFH ODWH ���� DQG WKH DELOLW\ RI FRPPRGLW\

H[SRUWHUV� LQ SDUWLFXODU� WR GLYHUW VDOHV WR PRUH EXR\DQW PDUNHWV LQ WKH 8QLWHG 6WDWHV DQG

(XURSH KDYH FXVKLRQHG WKH HIIHFWV RI WKH GRZQWXUQ WR VRPH H[WHQW� )XUWKHUPRUH�
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$XVWUDOLD·V WHUPV RI WUDGH KDYH EHHQ OHVV DIIHFWHG WKDQ LQ WKH PLG�����V DQG HDUO\ ����V�

ZLWK ZHDNQHVV LQ (DVW $VLD SXWWLQJ GRZQZDUG SUHVVXUH RQ WKH ZRUOG SULFHV IRU VRPH RI

$XVWUDOLD·V PDMRU LPSRUWV� KHOSLQJ WR RIIVHW ZHDNQHVV LQ ZRUOG FRPPRGLW\ SULFHV� :RUOG

LQWHUHVW UDWHV KDYH DOVR EHHQ ORZHU RQ DYHUDJH WKDQ GXULQJ WKH HDUO\ ����V� DQG WKDW KDV

FXVKLRQHG WKH VORZGRZQ LQ ZRUOG JURZWK GXULQJ WKH SHULRG DQG KDV KHOSHG $XVWUDOLD

PDLQWDLQ D ORZ LQWHUHVW UDWH HQYLURQPHQW�

7KH 1DWXUH RI WKH ([WHUQDO (QYLURQPHQW

-DSDQ DQG WKH WURXEOHG (DVW $VLDQ HFRQRPLHV �LH .RUHD� ,QGRQHVLD� 0DOD\VLD DQG

7KDLODQG� DUH VLJQLILFDQW WUDGLQJ SDUWQHUV IRU $XVWUDOLD� DFFRXQWLQJ IRU DURXQG �� SHU FHQW

RI WRWDO PHUFKDQGLVH H[SRUWV� LQFOXGLQJ �� SHU FHQW RI FRPPRGLW\ H[SRUWV DQG �� SHU FHQW

RI (70 H[SRUWV� RYHU WKH ����V� $V D UHVXOW� WKH VHYHUH UHFHVVLRQV LQ WKHVH HFRQRPLHV

FRQWULEXWHG WR QHJDWLYH 073 JURZWK LQ ���� DQG WKH SURVSHFW RI JURZWK ZHOO EHORZ WUHQG

LQ ���� DQG ���� �&KDUW ���

&KDUW �� 073 *'3 *URZWK
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3HU FHQW 3HU FHQW

�D� 0DMRU WUDGLQJ SDUWQHU JURZWK ZHLJKWHG E\ PHUFKDQGLVH H[SRUWV VKDUH�

6RXUFH� 9DULRXV QDWLRQDO VWDWLVWLFDO SXEOLFDWLRQV DQG 7UHDVXU\�

+RZHYHU� VRPH RI WKH HIIHFWV RI ORZHU 073 JURZWK KDYH EHHQ DYRLGHG E\ FRPPRGLW\

H[SRUWHUV GLYHUWLQJ H[SRUW VDOHV IURP (DVW $VLDQ 073V WR RWKHU� PRUH VWURQJO\ JURZLQJ�

PDUNHWV� )RU H[DPSOH� WKURXJK WKH \HDU WR WKH 6HSWHPEHU TXDUWHU ����� WKH YDOXH RI

FRPPRGLW\ H[SRUWV �H[FOXGLQJ JROG� WR WKH WURXEOHG (DVW $VLDQ HFRQRPLHV IHOO

E\ �� SHU FHQW� ZKLOH FRPPRGLW\ H[SRUWV WR FRXQWULHV RXWVLGH $VLD URVH E\ �� SHU FHQW�

:KLOH GDWD DUH QRW UHDGLO\ DYDLODEOH WR FDOFXODWH D SULFH�YROXPH VSOLW E\ FRXQWU\ RI

GHVWLQDWLRQ� IRU FRPPRGLW\ H[SRUWV PXFK RI WKH UHODWLYH FKDQJH LQ YDOXHV LV OLNHO\ WR EH

DWWULEXWDEOH WR FKDQJHV LQ YROXPHV�
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6LQFH ODWH ���� WKHUH KDV EHHQ VRPH UHFRYHU\ LQ FRPPRGLW\ H[SRUWV WR WKH WURXEOHG (DVW

$VLDQ HFRQRPLHV DV WKHVH HFRQRPLHV KDYH EHJXQ WR UHFRYHU VORZO\� &RPPRGLW\ H[SRUWV

�H[FOXGLQJ JROG� WR WKHVH HFRQRPLHV URVH E\ �� SHU FHQW LQ WKH WKUHH PRQWKV WR

0DUFK ���� FRPSDUHG ZLWK D \HDU HDUOLHU� ZKLOH FRPPRGLW\ H[SRUWV WR FRXQWULHV RXWVLGH

$VLD IHOO E\ � SHU FHQW RYHU WKLV SHULRG DV HFRQRPLF JURZWK LQ RWKHU UHJLRQV KDV

PRGHUDWHG� &RPPRGLW\ H[SRUWV WR -DSDQ KDYH FRQWLQXHG WR ZHDNHQ� DV WKH -DSDQHVH

HFRQRP\ UHPDLQV UHFHVVHG� IDOOLQJ E\ � SHU FHQW LQ WKH WKUHH PRQWKV WR 0DUFK ����

FRPSDUHG ZLWK D \HDU HDUOLHU�

0XFK OHVV GLYHUVLRQ RI H[SRUWV RI (70V DZD\ IURP WURXEOHG (DVW $VLDQ PDUNHWV VHHPV WR

KDYH RFFXUUHG� )RU H[DPSOH� WKH YDOXH RI (70 H[SRUWV WR WKHVH HFRQRPLHV DQG -DSDQ

GHFOLQHG E\ �� SHU FHQW LQ WKH ILUVW \HDU RI WKH FULVLV� 7KH YDOXH RI H[SRUWV WR FRXQWULHV

RXWVLGH $VLD LQFUHDVHG E\ � SHU FHQW� ZLWK (70 H[SRUW YDOXHV GHFOLQLQJ E\ � SHU FHQW LQ

WRWDO�

7KH VFRSH IRU $XVWUDOLDQ FRPPRGLW\ H[SRUWHUV LQ SDUWLFXODU WR UDLVH RU ORZHU VDOHV LQ

YDULRXV PDUNHWV LQ UHVSRQVH WR FKDQJLQJ HFRQRPLF FRQGLWLRQV PHDQV WKHUH LV PHULW LQ

FRQVLGHULQJ D EURDGHU PHDVXUH RI LQWHUQDWLRQDO HFRQRPLF DFWLYLW\ WKDQ 073 JURZWK� 2QH

VXFK PHDVXUH LV RYHUDOO ZRUOG *'3 JURZWK� 0RVW RI WKH UHFHQW VORZGRZQ LQ ZRUOG

JURZWK LV DWWULEXWDEOH WR -DSDQ� ZKLFK DFFRXQWV IRU DURXQG �� SHU FHQW RI ZRUOG *'3�

:KLOH WKH FRQWUDFWLRQV LQ RWKHU (DVW $VLDQ HFRQRPLHV KDYH EHHQ SDUWLFXODUO\ VHYHUH� WKH

HFRQRPLHV RI .RUHD� ,QGRQHVLD� 0DOD\VLD DQG 7KDLODQG FRQVWLWXWH RQO\ DURXQG � SHU FHQW

RI ZRUOG *'3� :RUOG JURZWK KDV EHHQ EXR\HG E\ WKH VWUHQJWK LQ WKH 8QLWHG 6WDWHV DQG�

WR D OHVVHU H[WHQW� (XURSH� ZKLFK WRJHWKHU DFFRXQW IRU D OLWWOH PRUH WKDQ KDOI RI ZRUOG

*'3� +HQFH� WKH VORZGRZQ LQ ZRUOG JURZWK KDV EHHQ OHVV VLJQLILFDQW WKDQ WKH VKDUS

GRZQWXUQ LQ $XVWUDOLD·V 073 JURZWK �&KDUW ���

&KDUW �� :RUOG *'3 *URZWK
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$YHUDJH

���� WR ����

3HU FHQW 3HU FHQW

6RXUFH� 9DULRXV QDWLRQDO VWDWLVWLFDO SXEOLFDWLRQV� WKH ,0) DQG 7UHDVXU\�
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2QH UHDVRQ HFRQRPLF JURZWK KDV UHPDLQHG VWURQJ LQ WKH 8QLWHG 6WDWHV DQG UHODWLYHO\ ILUP

LQ (XURSH RYHU WKLV SHULRG LV WKH PDFURHFRQRPLF SROLF\ HQYLURQPHQW LQ WKHVH FRXQWULHV�

:KHQ WKH VORZGRZQ LQ (DVW $VLD HPHUJHG LQ ODWH ����� LQWHUHVW UDWHV ZHUH DOUHDG\ DW ORZ

OHYHOV LQ WKH 8QLWHG 6WDWHV DQG (XURSH� 7KH PDLQWHQDQFH RI WKLV SROLF\ IUDPHZRUN KDV

PHDQW WKDW LQWHUHVW UDWHV KDYH UHPDLQHG DW UHODWLYHO\ ORZ OHYHOV WKURXJKRXW WKH FXUUHQW

SHULRG RI EHORZ�WUHQG ZRUOG JURZWK� 7KLV FRQWUDVWV ZLWK WKH H[SHULHQFH RI WKH HDUO\ ����V

ZKHQ LQWHUHVW UDWHV LQ WKH LQGXVWULDOLVHG HFRQRPLHV ZHUH JHQHUDOO\ DW YHU\ KLJK OHYHOV� DV

ZRUOG JURZWK LQLWLDOO\ IHOO EHORZ WUHQG� DQG ZHUH UHGXFHG RQO\ JUDGXDOO\ RYHU WKH QH[W

WKUHH \HDUV RI EHORZ�WUHQG JURZWK�

7KH ,PSDFW RQ ([SRUW 9ROXPHV

7KH FRQFHQWUDWLRQ RI VORZHU JURZWK LQ $XVWUDOLD·V (DVW $VLDQ 073V KDV UHVXOWHG LQ D

VKDUS GRZQWXUQ LQ H[SRUW YROXPH JURZWK� 7KLV KDV RFFXUUHG GHVSLWH WKH VXFFHVV RI

FRPPRGLW\ H[SRUWHUV LQ GLYHUWLQJ WKHLU SURGXFW DZD\ IURP WKH WURXEOHG (DVW $VLDQ

HFRQRPLHV� (70 DQG VHUYLFH H[SRUWV DUH PRUH VHQVLWLYH WR FKDQJHV LQ LQFRPH LQ WKH

LPSRUWLQJ FRXQWU\� ZLWK OHVV VFRSH IRU GLYHUVLRQ WR DOWHUQDWLYH PDUNHWV WKDQ FRPPRGLW\

H[SRUWV�� $V D UHVXOW� H[SRUWV RI (70V KDYH EHHQ PRVW DIIHFWHG E\ VHYHUH UHFHVVLRQ LQ D

QXPEHU RI (DVW $VLDQ HFRQRPLHV� (70 H[SRUWV IHOO E\ ��� SHU FHQW LQ ����� FRPSDUHG

ZLWK DQ DYHUDJH JURZWK UDWH RI ���� SHU FHQW VLQFH WKH HDUO\ ����V �&KDUW ��� 7KLV LV D

PXFK PRUH VHYHUH LPSDFW WKDQ ZDV IHOW ZLWK WKH VORZGRZQ LQ ZRUOG JURZWK LQ WKH

HDUO\ ����V RU WKH HDUO\ ����V�

6HUYLFH H[SRUW YROXPHV KDYH FRQWLQXHG WR JURZ RYHU WKH SDVW \HDU DQG D KDOI� EXW DW UDWHV

ZHOO EHORZ WKH ORQJHU�WHUP WUHQG� 9ROXPHV JUHZ E\ ��� SHU FHQW LQ ����� GRZQ IURP DQ

DYHUDJH JURZWK UDWH RI ��� SHU FHQW VLQFH WKH HDUO\ ����V�

'HVSLWH VLJQLILFDQW GLYHUVLRQ RI FRPPRGLW\ H[SRUWV WR PDUNHWV RXWVLGH (DVW $VLD� WKHUH

ZDV QR JURZWK LQ WKH YROXPH RI FRPPRGLW\ H[SRUWV LQ ����� 7KLV FRPSDUHV ZLWK DQ

DYHUDJH DQQXDO JURZWK UDWH RI ��� SHU FHQW RYHU WKH SDVW WZR GHFDGHV� +RZHYHU� WKH

UHODWLYH ZHDNQHVV LQ FRPPRGLW\ H[SRUWV SDUWO\ UHIOHFWV WKH LPSDFW RQ IDUP SURGXFWLRQ RI

WKH UHWXUQ WR QRUPDO VHDVRQDO FRQGLWLRQV LQ �������� IROORZLQJ YHU\ VWURQJ IDUP SURGXFW

JURZWK LQ �������� DQG VR LV QRW HQWLUHO\ DWWULEXWDEOH WR WKH LQWHUQDWLRQDO GRZQWXUQ�

2YHUDOO� WRWDO H[SRUW YROXPHV IHOO E\ ��� SHU FHQW IURP WKH 6HSWHPEHU TXDUWHU ���� WR WKH

'HFHPEHU TXDUWHU ����� 7KLV FRPSDUHV ZLWK DYHUDJH DQQXDO H[SRUW YROXPH JURZWK RYHU

WKH SDVW WZR GHFDGHV RI � SHU FHQW DQG LV D PXFK VKDUSHU VORZGRZQ WKDQ WKDW H[SHULHQFHG

LQ WKH PLG�����V DQG HDUO\ ����V �&KDUW ��� 7KH YHU\ ODUJH IDOO LQ H[SRUW YROXPHV LQ WKH

HDUO\ ����V ZDV H[DFHUEDWHG E\ WKH IDOO LQ UXUDO SURGXFWLRQ GXH WR WKH GURXJKW WKDW

DIIHFWHG PXFK RI $XVWUDOLD�

� 6HH GLVFXVVLRQ LQ ������� %XGJHW 3DSHU 1R� �� 6WDWHPHQW ��
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7KH ,PSDFW RQ WKH 7HUPV RI 7UDGH

7KH ZHDNQHVV LQ H[SRUW YROXPHV FRQWUDVWV ZLWK WKH UHODWLYHO\ PLOG IDOO LQ $XVWUDOLD·V WHUPV

RI WUDGH� 7KH WHUPV RI WUDGH KDYH IDOOHQ E\ ��� SHU FHQW VLQFH WKH 6HSWHPEHU TXDUWHU �����

7KLV KDV EHHQ D PRUH PRGHVW IDOO WKDQ WKRVH ZKLFK RFFXUUHG LQ WKH PLG�����V DQG

HDUO\ ����V �&KDUW ��� :KLOH FRPPRGLW\ SULFHV RQ ZRUOG PDUNHWV KDYH IDOOHQ VKDUSO\�

H[HUWLQJ D QHJDWLYH LQIOXHQFH RQ WKH WHUPV RI WUDGH� WKLV KDV EHHQ SDUWO\ RIIVHW E\ IDOOV LQ

WKH SULFHV RI D UDQJH RI RWKHU JRRGV RQ ZRUOG PDUNHWV� LQFOXGLQJ WKH SULFHV RI PDQ\ LWHPV

WKDW $XVWUDOLD LPSRUWV� 7KH UHODWLYHO\ PLOG IDOO LQ WKH WHUPV RI WUDGH RYHU WKLV SHULRG LV RQH

IDFWRU KHOSLQJ WR OLPLW WKH LPSDFW RI WKH LQWHUQDWLRQDO GRZQWXUQ RQ $XVWUDOLD�

,Q 8QLWHG 6WDWHV GROODU �$86� WHUPV� LPSRUW SULFHV DFURVV WKH GRFNV KDYH GHFOLQHG E\

QHDUO\ �� SHU FHQW VLQFH PLG������ )RU H[DPSOH� WKH SULFHV RI FDUV DQG FRPSXWHU

HTXLSPHQW DFURVV WKH GRFNV KDYH IDOOHQ LQ $86 WHUPV E\ � SHU FHQW DQG �� SHU FHQW

UHVSHFWLYHO\ VLQFH 6HSWHPEHU ����� 7KHVH WZR LWHPV DFFRXQW IRU DURXQG �� SHU FHQW RI

$XVWUDOLD·V JRRGV LPSRUWV� ,Q FRQWUDVW� GXULQJ WKH SUHYLRXV LQWHUQDWLRQDO GRZQWXUQ LQ WKH

HDUO\ ����V� LPSRUW SULFHV LQ $86 WHUPV ZHUH UHODWLYHO\ VWDEOH�

7KH UHFHQW IDOOV LQ ZRUOG SULFHV RI $XVWUDOLD·V LPSRUWV UHIOHFW D FRPELQDWLRQ RI ORZHU

JOREDO SURGXFWLRQ FRVWV� UHVXOWLQJ IURP IDOOLQJ FRPPRGLW\ SULFHV� WHFKQRORJLFDO DGYDQFHV

DQG VWURQJHU SURGXFWLYLW\ JURZWK LQ D QXPEHU RI FRXQWULHV� D PRUH FRPSHWLWLYH JOREDO

WUDGLQJ HQYLURQPHQW� DQG YHU\ ORZ LQIODWLRQ DQG LQIODWLRQDU\ H[SHFWDWLRQV LQ PRVW

LQGXVWULDO HFRQRPLHV� 7KH GRZQWXUQ LQ (DVW $VLD LV OLNHO\ WR KDYH DGGHG FRQVLGHUDEO\ WR

WKH VWUHQJWK RI FRPSHWLWLRQ LQ ZRUOG PDUNHWV IRU PDQXIDFWXUHG LWHPV� ZLWK GRPHVWLF

GHPDQG LQ (DVW $VLDQ HFRQRPLHV YHU\ ZHDN DQG $VLDQ PDQXIDFWXUHUV EHQHILWLQJ IURP

ORZHU H[FKDQJH UDWHV�

&KDUW �� 7HUPV RI 7UDGH

��

��

��

��

���

���

���

���

'HF��� 'HF��� 'HF��� 'HF��� 'HF��� 'HF��� 'HF��� 'HF��� 'HF��� 'HF���

��

��

��

��

���

���

���

���
,QGH[ �������� ���� ,QGH[ �������� ����

6RXUFH� $%6 &DW� 1R� �������



����

$ /RZHU $XVWUDOLDQ 'ROODU 6XSSRUWV WKH ([SRUW 6HFWRU

7KH VLJQLILFDQW RYHUDOO GHFOLQH LQ WKH $XVWUDOLDQ GROODU �$$� DJDLQVW PDMRU FXUUHQFLHV VLQFH

WKH RQVHW RI WKH $VLDQ FULVLV KDV SDUWO\ FXVKLRQHG $XVWUDOLD·V FRPPRGLW\ H[SRUWHUV IURP

WKH HIIHFWV RI WKH VKDUS IDOO LQ ZRUOG FRPPRGLW\ SULFHV� %HWZHHQ WKH 6HSWHPEHU

TXDUWHU ���� DQG WKH 0DUFK TXDUWHU ���� FRPPRGLW\ SULFHV IHOO E\ �� SHU FHQW LQ

$86 WHUPV EXW IHOO RQO\ VOLJKWO\ LQ $$ WHUPV��

:KLOH WKH $$ DQG FRPPRGLW\ SULFHV WHQG WR PRYH EURDGO\ LQ WKH VDPH GLUHFWLRQ�

PRYHPHQWV LQ WKH $$ JHQHUDOO\ RQO\ SURYLGH D SDUWLDO RIIVHW WR FKDQJHV LQ ZRUOG

FRPPRGLW\ SULFHV� SDUWLFXODUO\ ZKHUH FKDQJHV LQ WKH RYHUDOO WHUPV RI WUDGH DUH UHODWLYHO\

VPDOO�

2Q WKLV RFFDVLRQ� WKH GHFOLQH LQ WKH $$ KDV SUREDEO\ UHIOHFWHG QRW RQO\ WKH GHFOLQH LQ

FRPPRGLW\ SULFHV DQG WKH WHUPV RI WUDGH� EXW DOVR WKH GLIILFXOWLHV IDFHG E\ H[SRUWHUV RI

(70V DQG VHUYLFHV LQ DWWHPSWLQJ WR PDLQWDLQ H[SRUW YROXPHV LQ WKH IDFH RI WKH GRZQWXUQ

LQ (DVW $VLD� 7KH GHFOLQH LQ WKH $$ KDV KHOSHG DOO SDUWV RI $XVWUDOLD·V H[SRUW VHFWRU WR

DGMXVW WR WKH LQWHUQDWLRQDO GRZQWXUQ�

7KH IDFW WKDW WKH RYHUDOO GHFOLQH LQ WKH $$ RYHU WKLV SHULRG GLG QRW UHVXOW LQ VLJQLILFDQW

LQIODWLRQDU\ SUHVVXUHV� DQG KHQFH FRXOG EH DFFRPPRGDWHG ZLWK ERWK VKRUW DQG ORQJ�WHUP

LQWHUHVW UDWHV WUHQGLQJ GRZQ� RZHV PXFK WR $XVWUDOLD·V VRXQG ILVFDO DQG PRQHWDU\ SROLF\

IUDPHZRUN� 7KLV LVVXH LV GLVFXVVHG IXUWKHU EHORZ�

� +RZHYHU� WKLV GRHV QRW LQFOXGH WKH LPSDFW RI WKH ODUJH UHGXFWLRQV LQ SULFHV RI EXON RUHV �FRDO DQG LURQ RUH�

VROG XQGHU FRQWUDFW WR -DSDQ� WKDW FDPH LQWR HIIHFW RQ � $SULO ����� 7KH UHQHJRWLDWLRQ RI WKH FRQWUDFWV

UHVXOWHG LQ SULFH IDOOV LQ $86 WHUPV LQ H[FHVV RI �� SHU FHQW FRPSDUHG ZLWK WKH SUHYLRXV \HDU�
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3DUW�,,,���7KH�%HQHILWV�RI�3ROLF\�5HIRUP

$XVWUDOLD·V HFRQRPLF SHUIRUPDQFH LQ WKH SHULRG VLQFH WKH HPHUJHQFH RI WKH (DVW $VLDQ

ILQDQFLDO FULVLV KDV EHQHILWHG IURP D UREXVW SROLF\ IUDPHZRUN� UHIOHFWLQJ ERWK

LPSURYHPHQWV LQ PDFURHFRQRPLF SROLF\ VHWWLQJV LQ UHFHQW \HDUV� DQG VWUXFWXUDO UHIRUPV

WKDW KDYH EHHQ LPSOHPHQWHG SURJUHVVLYHO\ RYHU D ORQJHU SHULRG RI WLPH�

7+(0$&52(&2120,& 32/,&< )5$0(:25.

$XVWUDOLD·V HFRQRPLF SHUIRUPDQFH LQ UHFHQW GHFDGHV KDV EHHQ FRQVWUDLQHG E\ WKH WHQGHQF\

IRU LQIODWLRQ DQG FXUUHQW DFFRXQW SUHVVXUHV WR HPHUJH IROORZLQJ HYHQ UHODWLYHO\ EULHI

SHULRGV RI VWURQJ HFRQRPLF JURZWK� DQG DW D SRLQW ZKHUH XQHPSOR\PHQW ZDV VWLOO KLJK�

3ROLF\ KDV SHULRGLFDOO\ DOORZHG� RU HYHQ FRQWULEXWHG WR� WKH HPHUJHQFH RI H[FHVV GHPDQG

SUHVVXUHV� 6XEVHTXHQW SROLF\ WLJKWHQLQJ WR FRQWURO ULVLQJ LQIODWLRQ DQG FXUUHQW DFFRXQW

GHILFLWV �&$'V� KDV WKHQ FRQWULEXWHG WR VKRUW�WHUP HFRQRPLF GRZQWXUQV� 3ROLF\ KDV WRR

RIWHQ EHHQ UHDFWLYH DQG VKRUW�WHUP LQ LWV IRFXV� DQG XQFOHDU LQ LWV REMHFWLYHV�

7KH IRUZDUG�ORRNLQJ PHGLXP�WHUP IUDPHZRUNV QRZ LQ SODFH IRU ILVFDO DQG PRQHWDU\

SROLF\ PHDQ WKDW HDFK DUP RI SROLF\ LV DQFKRUHG E\ D FOHDU SULPDU\ REMHFWLYH WKDW LW LV EHVW

VXLWHG WR DFKLHYLQJ� ILVFDO SROLF\ WR HQVXULQJ DGHTXDWH SXEOLF VDYLQJ� DQG PRQHWDU\ SROLF\

WR PDLQWDLQLQJ ORZ LQIODWLRQ� 7KLV VWUDWHJ\ KDV WZR NH\ IDFHWV�

)LUVW� LW LV GLUHFWHG DW NHHSLQJ WKH HFRQRP\ JURZLQJ DW D VWURQJ EXW VXVWDLQDEOH UDWH WKDW

DYRLGV H[FHVV GHPDQG SUHVVXUHV VSLOOLQJ RYHU LQWR LQIODWLRQ DQG WKH FXUUHQW DFFRXQW� 7KLV

LV HVVHQWLDO WR VXVWDLQ H[SDQVLRQV IRU ORQJHU DQG DYRLG WKH ¶ERRP�EXVW· V\QGURPH WKDW KDV

SODJXHG WKH $XVWUDOLDQ HFRQRP\� DQG FRQWULEXWHG WR D UDWFKHWLQJ XS RI XQHPSOR\PHQW

RYHU WKH SDVW TXDUWHU�FHQWXU\�

)LVFDO DQG PRQHWDU\ SROLFLHV DUH QRZ PRUH OLNHO\ WR RSHUDWH LQ D FRPSOHPHQWDU\ IDVKLRQ WR

OLPLW� DQG QRW H[DFHUEDWH� GHPDQG IOXFWXDWLRQV� )RU H[DPSOH� WKH PHGLXP�WHUP IUDPHZRUN

IRU ILVFDO SROLF\ LPSOLHV WKDW D ORRVHQLQJ FDQ EH XVHG WR VXSSRUW WKH HFRQRP\ LQ WKH HYHQW

RI D GRZQWXUQ� EXW WKDW WKH EXGJHW ZLOO QHHG WR EH UHWXUQHG WR VXUSOXV LQ WKH H[SDQVLRQ

SKDVH RI WKH F\FOH� 7KLV VKRXOG DVVLVW WKH RSHUDWLRQ RI PRQHWDU\ SROLF\� DV LW LV OHVV OLNHO\

WKDW ILVFDO SROLF\ ZLOO FRQWULEXWH WR H[FHVV GHPDQG SUHVVXUHV GXULQJ WKH F\FOLFDO XSVZLQJ�

$ VWHDGLO\ JURZLQJ HFRQRP\ WKDW JUDGXDOO\ DSSURDFKHV LWV FDSDFLW\ FRQVWUDLQWV FDQ DOVR

KHOS WR ORZHU WKH WKUHVKROG DW ZKLFK LQIODWLRQ SUHVVXUHV VWDUW WR HPHUJH� ,Q D VWHDGLO\

JURZLQJ HFRQRP\� ILUPV DUH EHWWHU SODFHG WR DYRLG VKRUW�UXQ VXSSO\ FRQVWUDLQWV EHFDXVH

WKH\ DUH DEOH WR DQWLFLSDWH GHYHORSPHQWV DQG SODQ DKHDG WR H[SDQG FDSDFLW\ WKURXJK

LQYHVWPHQW DQG WKH KLULQJ DQG WUDLQLQJ RI QHZ VWDII� 7KLV PD\ PDNH D PRGHVW FRQWULEXWLRQ

WR ORZHULQJ VWUXFWXUDO XQHPSOR\PHQW� DV WKRVH ZKR DUH XQHPSOR\HG DUH JLYHQ PRUH

RSSRUWXQLW\ WR JDLQ VNLOOV DQG ZRUN H[SHULHQFH WKDW DVVLVW WKHLU IXWXUH HPSOR\DELOLW\�

6HFRQG� SROLF\ LV GLUHFWHG DW UDLVLQJ WKH HFRQRP\·V JURZWK FDSDFLW\ RYHU WLPH� E\ UHGXFLQJ

WKH UDWH RI XQHPSOR\PHQW WKDW FDQ EH VXVWDLQHG ZLWKRXW LQFUHDVLQJ LQIODWLRQ� DQG E\

UDLVLQJ WKH JURZWK UDWH WKDW LV VXVWDLQDEOH RQFH WKH HFRQRP\ UHDFKHV WKDW SRLQW� 2YHU WKH
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ORQJHU�WHUP WKHVH DUH SULPDULO\ WKH RXWFRPH RI VWUXFWXUDO IDFWRUV� 6WUXFWXUDO UHIRUP ³

ZKLFK HQFRPSDVVHV D ZLGH UDQJH RI SROLF\� LQFOXGLQJ WD[DWLRQ DQG ODERXU PDUNHW UHIRUP�

FRPSHWLWLRQ SROLF\� WDULII UHGXFWLRQ� DQG ILQDQFLDO VHFWRU DQG FRUSRUDWH ODZ UHIRUP ³ KDV

EHHQ� DQG FRQWLQXHV WR EH� WKH NH\ WR UDLVLQJ WKH HFRQRP\·V SURGXFWLYH SRWHQWLDO� 7KLV LV

GLVFXVVHG EHORZ�

7KDW VDLG� PDFURHFRQRPLF SROLF\ FDQ DOVR SOD\ D UROH� +LJKHU SXEOLF VDYLQJ VKRXOG UHGXFH

WKH DYHUDJH &$' RYHU WLPH DQG OHDG WR D PRUH VRXQGO\�EDVHG &$'� 7KLV VKRXOG UHGXFH

WKH ULVN WKDW D F\FOLFDO LQFUHDVH LQ WKH &$' PD\ WULJJHU ILQDQFLDO PDUNHW FRQFHUQV WKDW OLPLW

WKH VFRSH IRU JURZWK� $ FUHGLEOH PDFURHFRQRPLF SROLF\ IUDPHZRUN SURYLGHV JUHDWHU

FHUWDLQW\ DV WR KRZ SROLF\ ZLOO EH FRQGXFWHG RYHU WLPH� 0RQHWDU\ SROLF\ FUHGLELOLW\�

WKURXJK LWV HIIHFWV RQ LQIODWLRQDU\ H[SHFWDWLRQV� PD\ RI LWVHOI KHOS WR ORZHU WKH

XQHPSOR\PHQW UDWH DW ZKLFK LQIODWLRQDU\ SUHVVXUHV VWDUW WR HPHUJH�

+LJKHU SXEOLF VDYLQJ DQG ORZHU LQIODWLRQ FDQ DOVR FRQWULEXWH WR UDLVLQJ SRWHQWLDO HFRQRPLF

JURZWK WKURXJK SRVLWLYH HIIHFWV RQ QDWLRQDO VDYLQJ DQG LQYHVWPHQW� /RZ DQG VWDEOH

LQIODWLRQ SURYLGHV PRUH FHUWDLQW\ IRU ORQJ�WHUP LQYHVWPHQW SODQQLQJ� +LJK LQIODWLRQ WHQGV

WR PDVN UHODWLYH SULFH VLJQDOV DQG GLVWRUW VDYLQJ DQG LQYHVWPHQW GHFLVLRQV�

021(7$5< 32/,&< $1' ,1)/$7,21

$XVWUDOLD EHJDQ WKH ����V ODFNLQJ D FOHDUO\ DUWLFXODWHG PRQHWDU\ SROLF\ IUDPHZRUN DQG�

GHVSLWH D GHFOLQH LQ LQIODWLRQ� UHWDLQHG D UHSXWDWLRQ DV DQ ¶LQIODWLRQ�SURQH· HFRQRP\� &ULWLFV

RI $XVWUDOLD·V PRQHWDU\ SROLF\ DSSURDFK VDZ WKH ODFN RI D VSHFLILF WDUJHW DQFKRU IRU

PRQHWDU\ SROLF\ GHFLVLRQV� DQG D SHUFHSWLRQ RI OLPLWHG 5HVHUYH %DQN LQGHSHQGHQFH LQ

VHWWLQJ PRQHWDU\ SROLF\� DV LPSHGLPHQWV WR DFKLHYLQJ VXVWDLQHG ORZ LQIODWLRQ�

7KH 5HVHUYH %DQN ILUVW LQGLFDWHG DQ LQIRUPDO REMHFWLYH IRU LQIODWLRQ LQ ����� ,Q $XJXVW

RI ����� D FOHDU DQG WUDQVSDUHQW 6WDWHPHQW RQ WKH &RQGXFW RI 0RQHWDU\ 3ROLF\ ZDV DJUHHG

EHWZHHQ WKH 7UHDVXUHU DQG WKH 5HVHUYH %DQN *RYHUQRU� ,W IRUPDOLVHG WKH WDUJHW RI

¶NHHSLQJ XQGHUO\LQJ LQIODWLRQ EHWZHHQ � DQG � SHU FHQW� RQ DYHUDJH� RYHU WKH F\FOH·��

,PSRUWDQWO\� WKH 6WDWHPHQW IRUPDOLVHG D FOHDUHU UHFRJQLWLRQ RI WKH LQGHSHQGHQFH RI WKH

5HVHUYH %DQN LQ FRQGXFWLQJ PRQHWDU\ SROLF\� 7KH 6WDWHPHQW ZDV LPSRUWDQW LQ ILUVW VHWWLQJ

SROLF\� WKHQ H[SODLQLQJ LW� DQG ILQDOO\ HQKDQFLQJ WKH FUHGLELOLW\ DQG UHVSRQVLELOLW\ IRU

H[HFXWLQJ LW�

%RWK LQIODWLRQ DQG LQIODWLRQDU\ H[SHFWDWLRQV KDYH GHFOLQHG VKDUSO\ RYHU WKH ����V

�&KDUW ��� 8QGHUO\LQJ LQIODWLRQ KDV DYHUDJHG DURXQG � SHU FHQW SHU DQQXP LQ WKH VHFRQG

KDOI RI WKH ����V� FRPSDUHG ZLWK RYHU � SHU FHQW LQ WKH ����V� 7KLV VXFFHVV KDV EHHQ

VXSSRUWHG E\ IDYRXUDEOH FLUFXPVWDQFHV WKDW KDYH UHVWUDLQHG JOREDO SURGXFHU SULFHV LQ

UHFHQW \HDUV DQG WKH KHLJKWHQHG FRPSHWLWLYH SUHVVXUHV HQJHQGHUHG E\ SURGXFW DQG ODERXU

PDUNHW UHIRUPV� %XW FOHDUO\� WKH SURFHVV KDV EHHQ DQFKRUHG E\ ZDJH DQG SULFH�VHWWHUV

DFFHSWLQJ WKH DXWKRULWLHV· FRPPLWPHQW WR WKH LQIODWLRQ WDUJHW�

� )ROORZLQJ FKDQJHV WR WKH PHDVXUHPHQW RI WKH &RQVXPHU 3ULFH ,QGH[ �&3,�� QRWDEO\ WR UHPRYH WKH HIIHFW

RI PRUWJDJH LQWHUHVW UDWH FKDQJHV� WKH %DQN KDV UHFHQWO\ FKDQJHG WR WDUJHWLQJ &3, LQIODWLRQ�
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&KDUW �� $XVWUDOLDQ ,QIODWLRQ DQG ,QIODWLRQDU\ ([SHFWDWLRQV
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&RQVXPHU ,QIODWLRQDU\

([SHFWDWLRQV �5+6�7UHDVXU\ 8QGHUO\LQJ

&RQVXPHU 3ULFH

,QGH[ �/+6�

3HUFHQWDJH FKDQJH RQ D \HDU HDUOLHU 3HUFHQWDJH FKDQJH RYHU WKH IROORZLQJ \HDU

6RXUFH� $%6 &DW� 1R� ������ DQG 0HOERXUQH ,QVWLWXWH RI $SSOLHG (FRQRPLF DQG 6RFLDO 5HVHDUFK� 6XUYH\ RI

&RQVXPHU ,QIODWLRQDU\ ([SHFWDWLRQV�

6XVWDLQHG ORZ LQIODWLRQ DOORZHG VKDUSO\ ORZHU QRPLQDO LQWHUHVW UDWHV DQG KDV FRQWULEXWHG WR

ORZHU UHDO LQWHUHVW UDWHV LQ UHFHQW \HDUV� ,Q SHULRGV RI KLJK DQG YDULDEOH LQIODWLRQ� OHQGHUV

WHQG WR VHHN D SUHPLXP WR FRPSHQVDWH WKHP IRU XQFHUWDLQ IXWXUH UHWXUQV� $V WKH

FUHGLELOLW\ RI $XVWUDOLD·V ILVFDO DQG PRQHWDU\ SROLF\ IUDPHZRUNV KDV EHHQ HVWDEOLVKHG ZLWK

ILQDQFLDO PDUNHWV� ORQJ�WHUP LQWHUHVW UDWHV KDYH IDOOHQ� ERWK DEVROXWHO\ DQG UHODWLYH WR RWKHU

HFRQRPLHV �&KDUW ��� )RU H[DPSOH� WKH LQWHUHVW UDWH GLIIHUHQWLDO EHWZHHQ $XVWUDOLDQ DQG

8QLWHG 6WDWHV ���\HDU 7UHDVXU\ ERQGV KDV DYHUDJHG DURXQG �� EDVLV SRLQWV RYHU WKH SDVW

WKUHH \HDUV� FRPSDUHG ZLWK DQ DYHUDJH RI DURXQG ��� EDVLV SRLQWV RYHU WKH ����V�

0RQHWDU\ SROLF\ FUHGLELOLW\ PHDQV WKDW ILUPV DQG LQGLYLGXDOV H[SHFW WKDW WKH 5HVHUYH %DQN

ZLOO DFW WR PDLQWDLQ ORZ DQG VWDEOH LQIODWLRQ� DQG DUH OLNHO\ WR IDFWRU WKLV LQWR WKHLU

GHFLVLRQ�PDNLQJ� 7KLV FKDQJH LQ EHKDYLRXU VKRXOG� RI LWVHOI� UHGXFH WKH H[WHQW RI LQWHUHVW

UDWH LQFUHDVHV QHHGHG RYHU WKH FRXUVH RI WKH HFRQRPLF F\FOH WR KHDG RII LQIODWLRQDU\

SUHVVXUHV�

/RZ DQG VWDEOH LQIODWLRQDU\ H[SHFWDWLRQV DOVR UHGXFH WKH OLNHOLKRRG WKDW GRPHVWLF LQIODWLRQ

ZLOO UHVSRQG LQ D VXVWDLQHG ZD\ WR WUDQVLWRU\ SUHVVXUHV� &RQVHTXHQWO\� WKHUH LV OHVV QHHG IRU

PRQHWDU\ SROLF\ WR UHVSRQG WR VXFK GHYHORSPHQWV� 7KH RQVHW RI WKH (DVW $VLDQ ILQDQFLDO

FULVLV LQ ���� FRQWULEXWHG WR D VLJQLILFDQW GHSUHFLDWLRQ RI WKH $XVWUDOLDQ GROODU� SDUWLFXODUO\

DJDLQVW WKH FXUUHQFLHV RI WKH PDMRU HFRQRPLHV� ,Q WKH SDVW� IDOOV LQ WKH FXUUHQF\ KDYH

IORZHG WKURXJK LQWR KLJKHU FRQVXPHU SULFH LQIODWLRQ� 7KLV WLPH� D EHWWHU SROLF\ IUDPHZRUN

DQG D PRUH FRPSHWLWLYH HFRQRP\ KDYH KHOSHG PLQLPLVH WKH IORZ�RQ RI LPSRUW SULFH ULVHV

LQWR GRPHVWLF SULFHV DQG ZDJHV� DV GLVFXVVHG LQ 6WDWHPHQW �� 7KH UHFHQW $XVWUDOLDQ

H[SHULHQFH� LQ ZKLFK VKRUW�WHUP LQWHUHVW UDWHV ZHUH UHGXFHG� FRQWUDVWV ZLWK WKDW RI 1HZ

=HDODQG DQG &DQDGD� ZKLFK KDG UDLVHG LQWHUHVW UDWHV LQ WKH IDFH RI GHFOLQLQJ H[FKDQJH

UDWHV�
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&KDUW �� <LHOGV RQ $XVWUDOLDQ DQG 8QLWHG 6WDWHV ���\HDU 7UHDVXU\ %RQGV�D�
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$XVWUDOLD

8QLWHG 6WDWHV

3HU FHQW 3HU FHQW

�D� 'DWD DUH WKH DYHUDJH RI GDLO\ \LHOGV LQ HDFK PRQWK�

6RXUFH� 'DWDVWUHDP�

),6&$/ 32/,&< $1' 38%/,& 6$9,1*

,Q WKH PLG�����V� ILVFDO SROLF\ ZDV DW D FULWLFDO MXQFWXUH� ,Q �������� WKH ILIWK \HDU RI
UHFRYHU\� WKH XQGHUO\LQJ &RPPRQZHDOWK EXGJHW GHILFLW VWLOO VWRRG DW � SHU FHQW RI *'3�
7KLV IROORZHG D ORQJ SHULRG LQ ZKLFK ILVFDO SROLF\ KDG JHQHUDOO\ EHHQ FRQGXFWHG ZLWKRXW D
FOHDUO\ DUWLFXODWHG DQG GHPRQVWUDWHG PHGLXP�WHUP IUDPHZRUN� 2YHU WKH SHULRG IURP
������� WR ������� LQFOXVLYH� WKH &RPPRQZHDOWK·V XQGHUO\LQJ EXGJHW GHILFLW KDG
DYHUDJHG ��� SHU FHQW RI *'3� &RPPRQZHDOWK JHQHUDO JRYHUQPHQW QHW GHEW� ZKLFK ZDV
QRQ�H[LVWHQW LQ �������� KDG LQFUHDVHG WR RYHU �� SHU FHQW RI *'3 LQ ��������

7KH GHWHULRUDWLRQ LQ WKH &RPPRQZHDOWK·V ILVFDO SRVLWLRQ IURP WKH PLG�����V KDV EHHQ
DVVRFLDWHG ZLWK D VWUXFWXUDO LQFUHDVH LQ $XVWUDOLD·V &$'� 7KH &$' DYHUDJHG DURXQG
�ó SHU FHQW RI *'3 RYHU WKH ����V DQG ����V� EXW KDV DYHUDJHG DOPRVW �õ SHU FHQW RI
*'3 RYHU WKH ����V DQG ����V� $JDLQVW WKLV EDFNJURXQG� D SHUFHSWLRQ WKDW JRYHUQPHQWV
ODFNHG FRPPLWPHQW WR VRXQG ILVFDO SROLF\ SULQFLSOHV XQGRXEWHGO\ FRQWULEXWHG WR WKH
LQWHUHVW UDWH GLIIHUHQWLDOV UHTXLUHG WR LQGXFH IRUHLJQ OHQGHUV WR KROG $XVWUDOLDQ GHEW�

7KH *RYHUQPHQW PRYHG TXLFNO\ DIWHU LWV HOHFWLRQ LQ ���� WR GHYHORS ILVFDO FUHGLELOLW\ E\
DGRSWLQJ D PHGLXP�WHUP REMHFWLYH RI DFKLHYLQJ XQGHUO\LQJ EDODQFH� RQ DYHUDJH� RYHU WKH

HFRQRPLF F\FOH� &UHGLELOLW\ ZDV DOVR HQKDQFHG WKURXJK D OHJLVODWHG &KDUWHU RI %XGJHW
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+RQHVW\� 7KH EXGJHW ZDV UHWXUQHG WR XQGHUO\LQJ VXUSOXV LQ ������� DQG LV SURMHFWHG WR

UHPDLQ LQ VXUSOXV RYHU WKH IRUZDUG HVWLPDWHV SHULRG��

$V WKH &RPPRQZHDOWK JHQHUDO JRYHUQPHQW VHFWRU LV QRW SURMHFWHG WR EH GUDZLQJ RQ

SULYDWH VDYLQJ RYHU WKH IRUZDUG HVWLPDWHV SHULRG WR IXQG LWV RZQ DFWLYLWLHV� LW LV QR ORQJHU

GLUHFWO\ FRQWULEXWLQJ WR WKH QDWLRQDO VDYLQJ�LQYHVWPHQW LPEDODQFH UHIOHFWHG LQ WKH &$'�

7KLV FRPSDUHV WR DQ DYHUDJH &RPPRQZHDOWK VDYLQJ�LQYHVWPHQW LPEDODQFH RI

DURXQG �ó SHU FHQW RI *'3 RYHU WKH SUHYLRXV WZR GHFDGHV� 7KH JHQHUDO JRYHUQPHQW

VHFWRU ZLOO FRQWULEXWH WR UDLVLQJ QDWLRQDO VDYLQJ DQG ORZHULQJ WKH VWUXFWXUDO &$' RYHU

WLPH� RWKHU IDFWRUV HTXDO��

$V GLVFXVVHG LQ 6WDWHPHQW �� VXVWDLQHG LPSURYHPHQW LQ SXEOLF VDYLQJ FDQ EH H[SHFWHG WR

LPSURYH QDWLRQDO VDYLQJ RYHU WLPH� 7KLV LPSURYHPHQW PD\ DOVR HQFRXUDJH JUHDWHU SULYDWH

LQYHVWPHQW� WKURXJK ORZHU LQWHUHVW UDWHV DQG FRQILGHQFH HIIHFWV� EXW WKLV LV XQOLNHO\ WR

RIIVHW RQ DQ RQJRLQJ EDVLV WKH HIIHFW RQ WKH &$' RI KLJKHU QDWLRQDO VDYLQJ�

1RWZLWKVWDQGLQJ WKLV� LQFUHDVHV LQ WKH &$' PD\ RFFXU GXULQJ SHULRGV LQ ZKLFK SXEOLF

VDYLQJ LV LPSURYLQJ� DV D UHVXOW RI RWKHU IDFWRUV� )RU LQVWDQFH� LQ WKH ODWH ����V D F\FOLFDO

ERRP ERRVWHG ERWK LQYHVWPHQW �DQG� WKHUHE\� WKH &$'� DQG WKH EXGJHW VXUSOXV� ,Q WKH

DEVHQFH RI KLJKHU SXEOLF VDYLQJ� WKH &$' ZRXOG RWKHUZLVH KDYH EHHQ HYHQ ODUJHU�

$Q LPSURYHPHQW LQ SXEOLF VDYLQJ LV KHOSLQJ WR OLPLW WKH UHFHQW ULVH LQ WKH &$' LQ

UHVSRQVH WR WKH GRZQWXUQ LQ PDQ\ RI RXU (DVW $VLDQ H[SRUW PDUNHWV� DQG KDV EHHQ FUXFLDO

WR UHWDLQLQJ WKH FRQILGHQFH RI WKH ILQDQFLDO PDUNHWV� ,PSRUWDQWO\� WKH LQFUHDVH LQ WKH &$'

RQ WKLV RFFDVLRQ UHIOHFWV SULYDWH VDYLQJ DQG LQYHVWPHQW GHFLVLRQV� UDWKHU WKDQ JRYHUQPHQW

ERUURZLQJ�

6RXQG PDFURHFRQRPLF SROLF\ VHWWLQJV KDYH DOORZHG $XVWUDOLDQ LQWHUHVW UDWHV WR UHPDLQ

ORZ� DQG WKLV KDV FRQWULEXWHG WR VXEGXHG JURZWK LQ WKH QHW LQFRPH GHILFLW� $XVWUDOLDQ

ILQDQFLDO FRUSRUDWLRQV KDYH WDNHQ DGYDQWDJH RI WKH ORZ ZRUOG LQWHUHVW UDWH HQYLURQPHQW

DQG WKH EHQHILWV RI $XVWUDOLD·V PRUH RSHQ DQG HIILFLHQW ILQDQFLDO PDUNHWV WR DFFHVV

RSSRUWXQLWLHV LQ JOREDO PDUNHWV WR ORZHU ILQDQFLQJ FRVWV� &RQWLQXHG ORZ ZRUOG LQWHUHVW

UDWHV DQG DQ LQFUHDVLQJO\ RSHQ ILQDQFLDO VHFWRU DUH H[SHFWHG WR FRQWLQXH WR VXSSRUW WKLV

RYHU WKH PHGLXP WHUP�

,Q DGGLWLRQ� FRPSDUHG WR HDUOLHU SHULRGV� WKHUH KDV EHHQ D FKDQJH LQ WKH PDNH�XS RI

$XVWUDOLD·V H[WHUQDO DVVHWV DQG OLDELOLWLHV� $XVWUDOLDQ H[WHUQDO OLDELOLWLHV GHQRPLQDWHG LQ

IRUHLJQ FXUUHQFLHV DUH QRZ PRUH WKDQ RIIVHW E\ H[WHUQDO DVVHWV GHQRPLQDWHG LQ IRUHLJQ

FXUUHQFLHV� 7KXV WKH GHSUHFLDWLRQ RI WKH $XVWUDOLDQ GROODU VLQFH WKH RQVHW RI WKH HFRQRPLF

GRZQWXUQ LQ (DVW $VLD KDV KDG D EURDGO\ QHXWUDO LPSDFW RQ WKH QHW LQFRPH GHILFLW� 7KLV

FRPSDUHV WR SUHYLRXV SHULRGV ZKHQ $XVWUDOLD·V H[WHUQDO OLDELOLWLHV GHQRPLQDWHG LQ IRUHLJQ

FXUUHQFLHV FOHDUO\ H[FHHGHG DVVHWV DQG WKXV QHW SD\PHQWV LQ $XVWUDOLDQ GROODU WHUPV

HVFDODWHG ZKHQ WKH $XVWUDOLDQ GROODU GHSUHFLDWHG�

� 6XUSOXV ZDV DFKLHYHG LQ ������� LQ WHUPV RI WKH IRUPHU FDVK XQGHUO\LQJ EDODQFH PHDVXUH WKDW ZDV WDUJHWHG

E\ *RYHUQPHQW SROLF\ DW WKDW WLPH�

� $ GHWDLOHG GLVFXVVLRQ RI VWUXFWXUDO LPSURYHPHQWV LQ WKH &$' LV FRQWDLQHG LQ ������� %XGJHW 3DSHU 1R� ��

6WDWHPHQW ��
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6WUXFWXUDO UHIRUP LV FRQFHUQHG ZLWK LPSURYLQJ HFRQRPLF HIILFLHQF\ E\ PDNLQJ WKH

HFRQRP\ PRUH FRPSHWLWLYH DQG PRUH G\QDPLF DQG E\ UHPRYLQJ GLVWRUWLRQV WKDW

PLVDOORFDWH UHVRXUFHV�� (IIHFWLYH FRPSHWLWLRQ LQ PDUNHWV IRU JRRGV DQG VHUYLFHV SURYLGHV

JUHDWHU LPSHWXV IRU ILUPV WR VHHN SURGXFWLYLW\ LPSURYHPHQWV DQG HQVXUHV WKDW PRUH RI

WKHVH JDLQV DUH GLVWULEXWHG LQ WKH IRUP RI ORZHU SULFHV UDWKHU WKDQ KLJKHU SURILWV�

&RPSHWLWLRQ DOVR SURYLGHV D VSXU WR LQQRYDWLRQ� %\ LQFUHDVLQJ WKH VXSSO\ SRWHQWLDO RI WKH

HFRQRP\� VWUXFWXUDO UHIRUP DOORZV WKH HFRQRP\ WR JURZ IXUWKHU EHIRUH LQIODWLRQDU\

SUHVVXUHV DULVH� 8OWLPDWHO\� WKLV DOORZV VWURQJHU VXVWDLQDEOH JURZWK LQ LQFRPHV DQG

HPSOR\PHQW�

6WUXFWXUDO UHIRUP �LQFOXGLQJ ODERXU PDUNHW UHIRUP� LV OLNHO\ WR KDYH FRQWULEXWHG WR WKH

HFRQRP\·V UHFHQW UHVLOLHQFH LQ D QXPEHU RI ZD\V�

xx 8QGHUO\LQJ WKH HFRQRP\·V UHFHQW JURZWK SHUIRUPDQFH LV DQ XSWXUQ LQ PXOWLIDFWRU

SURGXFWLYLW\ JURZWK �&KDUW �� LQ UHFHQW \HDUV WKDW KDV UHYHUVHG WKH GHFOLQH WKDW

RFFXUUHG GXULQJ WKH ����V DQG ����V�

xx $V RXWOLQHG SUHYLRXVO\� WKH IDFW WKDW WKH HFRQRP\ LV QRZ VXEMHFW WR PDUNHGO\ LQFUHDVHG

FRPSHWLWLYH SUHVVXUHV KDV KHOSHG WR PDLQWDLQ ORZ LQIODWLRQ LQ WKH IDFH RI D ODUJH

FXUUHQF\ GHSUHFLDWLRQ�

xx 6WUXFWXUDO UHIRUP KDV DOVR UHVXOWHG LQ D PRUH IOH[LEOH DQG RXWZDUG�ORRNLQJ EXVLQHVV

VHFWRU DQG WKLV KDV FRQWULEXWHG WR WKH DELOLW\ RI $XVWUDOLDQ ILUPV WR WDNH DGYDQWDJH RI

WKH UHDO H[FKDQJH UDWH GHSUHFLDWLRQ�

xx %\ LPSURYLQJ WKH TXDOLW\ RI LQYHVWPHQW GHFLVLRQV WKURXJKRXW WKH HFRQRP\� VWUXFWXUDO

UHIRUP LV OLNHO\ WR KDYH FRQWULEXWHG WR WKH ZLOOLQJQHVV RI ILQDQFLDO PDUNHWV WR DFFHSW D

SULYDWH VHFWRU�LQGXFHG H[SDQVLRQ LQ WKH &$'�

3URGXFWLYLW\ LV GLIILFXOW WR PHDVXUH DQG LV DIIHFWHG E\ D UDQJH RI IDFWRUV QRW GLUHFWO\

DWWULEXWDEOH WR VWUXFWXUDO UHIRUPV� )RU LQVWDQFH� DGYDQFHV LQ LQIRUPDWLRQ DQG RWKHU

WHFKQRORJLHV PD\ EH FRQWULEXWLQJ WR DQ XSWXUQ LQ SURGXFWLYLW\ JURZWK JOREDOO\� +RZHYHU�

WKH H[WHQW RI VWUXFWXUDO UHIRUPV WKDW KDYH EHHQ LQVWLWXWHG RYHU WKH SDVW GHFDGH RU VR� DQG

WKH SURGXFWLYLW\ JDLQV WKDW KDYH RFFXUUHG LQ VHFWRUV WKDW KDYH EHHQ D VSHFLILF IRFXV RI

UHIRUP ³ SDUWLFXODUO\ VHFWRUV WKDW ZHUH IRUPHUO\ GRPLQDWHG E\ SXEOLFO\�RZQHG

PRQRSROLHV ³ VXJJHVW WKDW VXFK UHIRUPV KDYH EHHQ D VLJQLILFDQW IDFWRU�

(DUOLHU UHIRUPV VXEVWDQWLDOO\ UHGXFHG EDUULHUV WR H[WHUQDO WUDGH� DQG PRUH UHFHQW UHIRUPV

DUH LQFUHDVLQJ FRPSHWLWLYH GLVFLSOLQHV LQ WKH QRQ�WUDGDEOHV VHFWRU� $Q LPSRUWDQW HOHPHQW

RI VWUXFWXUDO UHIRUP LQ UHFHQW \HDUV KDV EHHQ WKH 1DWLRQDO &RPSHWLWLRQ 3ROLF\� ZKLFK ZDV

DJUHHG WR E\ DOO $XVWUDOLDQ *RYHUQPHQWV LQ $SULO ����� 7KLV LQFOXGHV D QDWLRQDOO\ DSSOLHG

FRPSHWLWLRQ ODZ DQG UHTXLUHPHQWV WR HQVXUH WKDW JRYHUQPHQW EXVLQHVVHV DQG SULYDWLVHG

� $ GHWDLOHG GLVFXVVLRQ RI VWUXFWXUDO UHIRUP DQG LWV EHQHILWV LV FRQWDLQHG LQ ������� %XGJHW 3DSHU 1R� ��

6WDWHPHQW ��
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SXEOLF PRQRSROLHV GR QRW HQMR\ DQ XQIDLU DGYDQWDJH RYHU FRPSHWLWRUV� *RYHUQPHQWV DUH

DOVR UHTXLUHG WR UHYLHZ DQWL�FRPSHWLWLYH OHJLVODWLRQ� ZKLFK PXVW EH UHIRUPHG XQOHVV WKHUH

DUH QHW EHQHILWV WKDW FDQ RQO\ EH DFKLHYHG E\ UHVWULFWLQJ FRPSHWLWLRQ�

&KDUW �� 0XOWLIDFWRU 3URGXFWLYLW\ *URZWK LQ WKH 0DUNHW 6HFWRU�D�
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3HULRG $YHUDJH�E�

3HUFHQWDJH FKDQJH RQ D \HDU HDUOLHU 3HUFHQWDJH FKDQJH RQ D \HDU HDUOLHU

�D� 0XOWLIDFWRU SURGXFWLYLW\ JURZWK DFFRXQWV IRU RXWSXW LQFUHDVHV EH\RQG WKRVH H[SODLQHG E\ LQFUHDVHV LQ

FDSLWDO DQG ODERXU LQSXWV� 7KH HVWLPDWHV RI PXOWLIDFWRU SURGXFWLYLW\ DVVXPH FRQVWDQW UHWXUQV WR VFDOH� DQG

DUH VXEMHFW WR HUURUV LQ WKH PHDVXUHPHQW RI ODERXU LQSXWV� WKH FDSLWDO VWRFN DQG WKHLU UHVSHFWLYH RXWSXW

HODVWLFLWLHV�

�E� 'RWWHG OLQHV DUH DYHUDJH PXOWLIDFWRU SURGXFWLYLW\ JURZWK UDWHV IRU EXVLQHVV F\FOH SHULRGV� PHDVXUHG IURP

WKH \HDU IROORZLQJ HDFK F\FOLFDO WURXJK \HDU WR WKH QH[W WURXJK \HDU �WR ������� IRU WKH FXUUHQW H[SDQVLRQ��

6RXUFH� $%6 &DW� 1R� �������

$ NH\ REMHFWLYH KDV EHHQ WR LQFUHDVH FRPSHWLWLRQ LQ VHFWRUV ZKHUH LW KDV EHHQ OLPLWHG E\

UHJXODWRU\ EDUULHUV� SDUWLFXODUO\ LQ WKH FRPPXQLFDWLRQV� HQHUJ\ DQG WUDQVSRUWDWLRQ VHFWRUV�

$ IXOO\ RSHQ PDUNHW IRU WHOHFRPPXQLFDWLRQV ZDV LQWURGXFHG LQ ����� D 1DWLRQDO

(OHFWULFLW\ 0DUNHW DOORZLQJ HOHFWULFLW\ WR EH IUHHO\ WUDGHG EHWZHHQ WKH HDVWHUQ PDLQODQG

6WDWHV KDV UHFHQWO\ FRPPHQFHG� DQG UHJLPHV DUH EHLQJ GHYHORSHG WR DOORZ SULYDWH

RSHUDWRUV DFFHVV WR QDWXUDO JDV SLSHOLQHV DQG UDLO LQIUDVWUXFWXUH�

7KH IXOO EHQHILWV IURP PRUH UHFHQW UHIRUPV� LQFOXGLQJ ODERXU PDUNHW UHIRUPV� DUH \HW WR EH

VHHQ� DQG WKLV LV OLNHO\ WR SURYLGH D FRQWLQXHG ERRVW WR SURGXFWLYLW\ JURZWK RYHU WKH QH[W

IHZ \HDUV� 7KH SRWHQWLDO IRU IXUWKHU SURGXFWLYLW\ JDLQV LQ VHFWRUV OLNH WHOHFRPPXQLFDWLRQV

DQG HOHFWULFLW\ LV OLNHO\ WR EH VLJQLILFDQW� 0RUHRYHU� WKH G\QDPLF HIIHFWV RI UHIRUP� LQ WHUPV

RI SURYLGLQJ D FRQWLQXLQJ LPSHWXV WR LQQRYDWLRQ DQG SURGXFWLYLW\ LPSURYHPHQW� VKRXOG

KDYH DQ RQJRLQJ SRVLWLYH HIIHFW RQ SURGXFWLYLW\ JURZWK�
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5HIRUPV WR ZRUNSODFH UHODWLRQV DUUDQJHPHQWV DQG ODERXU PDUNHW UHJXODWLRQ DQG DVVLVWDQFH

KDYH VRXJKW WR LQFUHDVH WKH UHVSRQVLYHQHVV RI WKH ODERXU PDUNHW WR FKDQJHV LQ WKH

HFRQRP\� DQG UHGXFH LPSHGLPHQWV WR MRE FUHDWLRQ� SDUWLFLSDWLRQ LQ HPSOR\PHQW DQG

LPSURYLQJ SURGXFWLYLW\�

6LJQLILFDQW UHIRUPV WR ZRUNSODFH UHODWLRQV KDYH EHHQ LPSOHPHQWHG� LQFOXGLQJ

HQFRXUDJHPHQW IRU GLUHFW HQWHUSULVH EDUJDLQLQJ� IUHHGRP RI DVVRFLDWLRQ DQG WLJKWHU OLPLWV

RQ LQGXVWULDO DFWLRQ� 7KH LQWURGXFWLRQ RI WKH :RUNSODFH 5HODWLRQV $FW ���� KDV DFFHOHUDWHG

WKH PRYH IURP FHQWUDOLVHG ZDJH IL[LQJ WR HQWHUSULVH EDUJDLQLQJ ³ HQVXULQJ WKDW ZDJHV DQG

ZRUNSODFH SUDFWLFHV DUH FRQVLVWHQW ZLWK WKH FLUFXPVWDQFHV IDFHG E\ LQGLYLGXDO ILUPV ³

ZKLOH SURYLGLQJ D JHQXLQH VDIHW\ QHW IRU ORZ SDLG ZRUNHUV�

3ROLFLHV KDYH EHHQ LPSOHPHQWHG WR DVVLVW DQG HQFRXUDJH MRE VHDUFK E\ XQHPSOR\HG

SHRSOH� LQFOXGLQJ WKH QHZ -RE 1HWZRUN� FKDQJHV WR DFWLYLW\ WHVWV� DQG WLJKWHU HOLJLELOLW\

FRQGLWLRQV IRU D UDQJH RI EHQHILWV� 2WKHU LQLWLDWLYHV DUH GLUHFWHG DW LPSURYLQJ ZRUNIRUFH

VNLOOV DQG DELOLWLHV LQ RUGHU WR LPSURYH WKH HPSOR\PHQW SURVSHFWV RI XQHPSOR\HG SHRSOH

DQG WR HQKDQFH ORQJ�UXQ SURGXFWLYLW\ JURZWK�

/DERXU PDUNHW UHIRUP KDV FRQWULEXWHG WR WKH XSWXUQ LQ SURGXFWLYLW\ JURZWK GLVFXVVHG

DERYH� ,PSRUWDQWO\� WKH UHFHQW SHULRG RI VWURQJ HFRQRPLF JURZWK KDV QRW EHHQ DVVRFLDWHG

ZLWK WKH HPHUJHQFH RI XQVXVWDLQDEOH ZDJH SUHVVXUHV WKDW KDYH FRQWULEXWHG WR LQFUHDVLQJ

LQIODWLRQ LQ SDVW SHULRGV ZKHQ WKH HFRQRP\ KDV JURZQ VWURQJO\ DW DQ DGYDQFHG VWDJH RI

WKH H[SDQVLRQ� 7KLV LV OLNHO\ WR EH DWWULEXWDEOH LQ QR VPDOO SDUW WR ZRUNSODFH UHODWLRQV

UHIRUPV�

),1$1&,$/0$5.(7 $1' &25325$7( /$: 5()2506

7KH FULVLV LQ (DVW $VLD HPSKDVLVHV WKH LPSRUWDQFH RI VRXQG FRUSRUDWH JRYHUQDQFH DQG

SUXGHQWLDO VXSHUYLVLRQ� DQG WKHVH LVVXHV DUH DW WKH IRUHIURQW RI LQWHUQDWLRQDO HIIRUWV WR

UHGXFH WKH ULVN RI VLPLODU FULVHV RFFXUULQJ LQ WKH IXWXUH� 7KH VRXQGQHVV RI $XVWUDOLD·V

DUUDQJHPHQWV LV D NH\ LQJUHGLHQW LQ LWV DELOLW\ WR PDLQWDLQ D KLJK OHYHO RI EXVLQHVV DQG

LQYHVWRU FRQILGHQFH�

7KH VWDELOLW\� LQWHJULW\ DQG HIILFLHQF\ RI WKH ILQDQFLDO VHFWRU DUH FULWLFDO WR WKH SHUIRUPDQFH

RI WKH HFRQRP\ DQG LWV DELOLW\ WR DGDSW WR FKDQJLQJ FLUFXPVWDQFHV� 'HUHJXODWLRQ LQ

WKH ����V VXEVWDQWLDOO\ LQFUHDVHG FRPSHWLWLRQ DQG LQQRYDWLRQ LQ WKH ILQDQFLDO VHFWRU�

UHVXOWLQJ LQ LPSURYHG DFFHVV WR FDSLWDO PDUNHWV� D JUHDWHU UDQJH RI ILQDQFLDO SURGXFWV DQG

EHWWHU DOORFDWLRQ RI VDYLQJV WR LQYHVWPHQW� ,W DOVR KLJKOLJKWHG ZHDNQHVVHV LQ WKH RSHUDWLRQV

RI PDUNHWV DQG WKH QHHG IRU FRPSUHKHQVLYH SUXGHQWLDO UHJXODWLRQ� 7KH PDMRU SDFNDJH RI

UHIRUPV LPSOHPHQWHG IROORZLQJ WKH :DOOLV ,QTXLU\ EXLOG RQ WKHVH IRXQGDWLRQV E\ UHGXFLQJ

DUWLILFLDO EDUULHUV WR FRPSHWLWLRQ EHWZHHQ GLIIHUHQW W\SHV RI ILQDQFLDO VHUYLFH SURYLGHU�

7KH UHFHQW UHIRUPV DOVR HVWDEOLVK D PRUH IOH[LEOH UHJXODWRU\ V\VWHP� ZLWK D IXQFWLRQDO

UDWKHU WKDQ LQVWLWXWLRQDO IRFXV� WKDW LV EHWWHU DEOH WR UHVSRQG WR D UDSLGO\ FKDQJLQJ
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HQYLURQPHQW ZLWKRXW VWLIOLQJ LQQRYDWLRQ DQG FRPSHWLWLRQ� 7KLV ZLOO PHHW WKH QHHG IRU
UHJXODWLRQ WR HQVXUH VWDELOLW\ DQG LQWHJULW\� ZLWKRXW HQGDQJHULQJ HIILFLHQF\�

,Q DGGLWLRQ� WKH &RUSRUDWH /DZ (FRQRPLF 5HIRUP 3URJUDP LV PRGHUQLVLQJ DQG JLYLQJ DQ
HFRQRPLF IRFXV WR UHJXODWRU\ UHTXLUHPHQWV UHJDUGLQJ IXQGUDLVLQJ� WDNHRYHUV� FRUSRUDWH
JRYHUQDQFH� ILQDQFLDO UHSRUWLQJ DQG FRQGXFW DQG GLVFORVXUH SUDFWLFHV LQ ILQDQFLDO PDUNHWV�
$JDLQ� WKH IRFXV LV RQ SURYLGLQJ WKH UHJXODWLRQ QHFHVVDU\ IRU ZHOO�IXQFWLRQLQJ PDUNHWV�
ZLWKRXW FRPSURPLVLQJ HIILFLHQF\�
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6RXQG PDFURHFRQRPLF SROLF\ DQG VXVWDLQHG VWUXFWXUDO UHIRUP UHSUHVHQW PDMRU VWHSV

WRZDUG DGGUHVVLQJ LQIODWLRQ DQG FXUUHQW DFFRXQW SUREOHPV� 7KH IXOO EHQHILWV RI PRUH

UHFHQW UHIRUPV KDYH QRW \HW EHHQ VHHQ� ZKLFK UDLVHV WKH TXHVWLRQ RI KRZ IDVW WKH HFRQRP\

FDQ JURZ VXVWDLQDEO\ RYHU WKH PHGLXP WHUP�

$V QRWHG LQ 6WDWHPHQW �� IRU WKH SXUSRVHV RI %XGJHW ILJXULQJ� UHDO *'3 JURZWK

RI �ó SHU FHQW LV DVVXPHG LQ WKH IRUZDUG HVWLPDWH \HDUV IURP ������� WR �������� 7KLV LV

QRW D IRUHFDVW� QRU LV LW DQ HVWLPDWH RI ¶SRWHQWLDO· JURZWK� 5DWKHU� LW LV D SURMHFWLRQ EDVHG RQ

KLVWRULFDO DYHUDJHV DQG EURDG XQGHUO\LQJ WUHQGV�

7KH SURVSHFW RI FRQWLQXLQJ VWURQJ SURGXFWLYLW\ DQG HPSOR\PHQW JURZWK� IORZLQJ IURP

WKH UHIRUP SURFHVVHV GLVFXVVHG DERYH� VXJJHVWV WKDW UHDO *'3 KDV WKH SRWHQWLDO WR JURZ DW

D UDWH DERYH �ó SHU FHQW RQ DYHUDJH RYHU WKH PHGLXP WHUP� SURYLGHG WKH PDFURHFRQRPLF

SROLF\ IUDPHZRUN LV VXVWDLQHG�

$V QRWHG DERYH� PDUNHW VHFWRU PXOWLIDFWRU SURGXFWLYLW\ JURZWK LQ WKH ����V H[SDQVLRQ KDV

VR IDU DYHUDJHG DURXQG �ô SHU FHQW SHU DQQXP� ZHOO DERYH WKH DYHUDJH RI WKH ����V

JURZWK F\FOH RI DURXQG õ SHU FHQW SHU DQQXP� 6LPLODUO\� JURZWK LQ DYHUDJH ODERXU

SURGXFWLYLW\ �*'3 SHU HPSOR\HH� KDV WKXV IDU DYHUDJHG DERYH �ô SHU FHQW SHU DQQXP LQ

WKH ����V H[SDQVLRQ� XS IURP DURXQG �ô SHU FHQW SHU DQQXP LQ WKH ����V JURZWK F\FOH�

$YHUDJH ODERXU SURGXFWLYLW\ JURZWK ZDV YHU\ UDSLG DW DURXQG �ô SHU FHQW LQ �������� EXW

LV HVWLPDWHG WR PRGHUDWH WR DURXQG � SHU FHQW LQ �������� 7KH IRUHFDVWV IRU ���������

LQFRUSRUDWH D F\FOLFDO VORZLQJ LQ DYHUDJH ODERXU SURGXFWLYLW\ JURZWK WR DURXQG

�ô SHU FHQW� 2Q WKHVH HVWLPDWHV� WKH JURZWK UDWH RI DYHUDJH ODERXU SURGXFWLYLW\ EHWZHHQ

������� DQG ��������� ZRXOG EH DURXQG � SHU FHQW SHU DQQXP� FORVH WR WKH DYHUDJH IRU

WKH ����V DV D ZKROH� GHVSLWH WKH UHFHQW LQWHUQDWLRQDO GRZQWXUQ� 7KH VWURQJ SURGXFWLYLW\

SHUIRUPDQFH GXULQJ WKLV UHFHQW SHULRG KDV KHOSHG WKH HFRQRP\ WR ZLWKVWDQG WKH

LQWHUQDWLRQDO GRZQWXUQ E\ VXSSRUWLQJ JURZWK LQ UHDO KRXVHKROG LQFRPHV DQG SURILWV DQG

E\ FRQWULEXWLQJ WR ORZ LQIODWLRQ�

/RRNLQJ DKHDG WR WKH HDUO\ \HDUV RI WKH QH[W GHFDGH� WKHUH DUH VHYHUDO IDFWRUV OLNHO\ WR

LQIOXHQFH WKH SURGXFWLYLW\ RXWORRN� $ VLJQLILFDQW IDFWRU EHKLQG WKH UDSLG JURZWK LQ

SURGXFWLYLW\ LQ WKH ����V KDV EHHQ WKH RQJRLQJ SURJUDPPH RI PLFURHFRQRPLF UHIRUPV�

LQFOXGLQJ UHIRUPV WR WKH ODERXU PDUNHW� ,W VHHPV OLNHO\ WKDW VRPH RI WKH EHQHILWV RI PRUH

UHFHQW UHIRUPV� VXFK DV WKH :RUNSODFH 5HODWLRQV $FW ���� DQG WKH DSSOLFDWLRQ RI WKH PXWXDO

REOLJDWLRQ SULQFLSOH� KDYH \HW WR EH IHOW DQG ZLOO LQIOXHQFH RXWFRPHV GXULQJ WKH HDUO\ \HDUV

RI WKH QH[W GHFDGH� DOWKRXJK WKHVH HIIHFWV DUH GLIILFXOW WR TXDQWLI\� 2XWFRPHV ZLOO DOVR EH

LQIOXHQFHG� RI FRXUVH� E\ IXWXUH PLFURHFRQRPLF UHIRUPV� IXUWKHU UHIRUPV LQ WKH ODERXU

PDUNHW� DQG WKH QHZ WD[DWLRQ V\VWHP�

,W LV DOVR OLNHO\ WKDW SDUW RI WKH VWURQJ ODERXU SURGXFWLYLW\ JURZWK LQ WKH ����V H[SDQVLRQ

UHIOHFWV VLJQLILFDQW JURZWK LQ WKH FDSLWDO�ODERXU UDWLR WKURXJK WKH ����V� FRPSDUHG ZLWK D
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UHODWLYHO\ FRQVWDQW UDWLR RYHU WKH ����V F\FOH� +RZHYHU� DV RXWOLQHG LQ 6WDWHPHQW ��

EXVLQHVV LQYHVWPHQW JURZWK LV H[SHFWHG WR PRGHUDWH LQ ������� DQG ��������� DIWHU

VL[ \HDUV RI YHU\ VWURQJ JURZWK� ,I EXVLQHVV LQYHVWPHQW ZHUH WR EH DURXQG LWV ORQJ�WHUP

DYHUDJH VKDUH RI *'3 LQ WKH HDUO\ \HDUV RI WKH QH[W GHFDGH �VHH &KDUW � LQ 6WDWHPHQW ���

WKHQ WKH FDSLWDO�ODERXU UDWLR ZRXOG EH OLNHO\ WR JURZ DW DURXQG LWV ORQJ�WHUP WUHQG� 7KLV�

LQ WXUQ� ZRXOG SRLQW WR VRPH VOLJKW PRGHUDWLRQ LQ DYHUDJH ODERXU SURGXFWLYLW\ JURZWK�

RWKHU IDFWRUV XQFKDQJHG�

2Q EDODQFH� JLYHQ WKH PLFURHFRQRPLF UHIRUPV DOUHDG\ LQ SODFH DQG FXUUHQW OHYHOV RI

LQYHVWPHQW� DYHUDJH ODERXU SURGXFWLYLW\ JURZWK RI EHWZHHQ �ó DQG � SHU FHQW ZRXOG VHHP

WR EH VXVWDLQDEOH RYHU WKH HDUO\ \HDUV RI WKH QH[W GHFDGH�

7KH RWKHU NH\ HOHPHQW LQ VXVWDLQLQJ D UHODWLYHO\ KLJK UDWH RI HFRQRPLF JURZWK RYHU WKH

PHGLXP WHUP LV VWURQJ HPSOR\PHQW JURZWK� 7KH SRWHQWLDO� RU VXVWDLQDEOH� UDWH RI

HPSOR\PHQW JURZWK GHSHQGV XSRQ ODERXU IRUFH JURZWK DQG DOVR WKH VWUXFWXUDO UDWH RI

XQHPSOR\PHQW� 1HLWKHU RI WKHVH IDFWRUV LV FRQVWUDLQLQJ SUHVHQW HPSOR\PHQW JURZWK� EXW

ERWK FRXOG FRPH LQWR SOD\ LQ WKH SHULRG DKHDG�

7KH FXUUHQW XQHPSOR\PHQW UDWH LV DERYH PRVW HVWLPDWHV RI WKH VWUXFWXUDO UDWH RI

XQHPSOR\PHQW� )RU H[DPSOH� WKH 2(&' QRWHG WKDW PRVW HVWLPDWHV RI WKH VWUXFWXUDO UDWH

RI XQHPSOR\PHQW LQ $XVWUDOLD DUH LQ WKH �ó WR �ó SHU FHQW UDQJH IRU WKH PLG�����V��

+RZHYHU� VXFK HVWLPDWHV JHQHUDOO\ GR QRW LQFOXGH DQ DOORZDQFH IRU WKH OLNHO\ EHQHILFLDO

HIIHFWV RQ VWUXFWXUDO XQHPSOR\PHQW RI UHFHQW UHIRUPV WR SURGXFW DQG ODERXU PDUNHWV� $V

QRWHG DERYH� WKHVH EHQHILWV DUH OLNHO\ WR EH VWLOO DFFUXLQJ� 1RU GR VXFK HVWLPDWHV PDNH DQ\

DOORZDQFH IRU IXWXUH UHIRUPV LQ WKH ODERXU PDUNHW� 0RUH IXQGDPHQWDOO\� WKH\ GR QRW

DFNQRZOHGJH WKDW VWUXFWXUDO XQHPSOR\PHQW PD\ KDYH D G\QDPLF HOHPHQW� VXFK WKDW WKH

UDWH ZLOO IDOO DV DFWXDO XQHPSOR\PHQW IDOOV� 7KLV DSSHDUV WR KDYH EHHQ SDUW RI WKH UHFHQW

8QLWHG 6WDWHV H[SHULHQFH�

,Q VKRUW� WKHUH LV VFRSH IRU WKH XQHPSOR\PHQW UDWH WR IDOO VLJQLILFDQWO\ EHORZ LWV SUHVHQW

OHYHO RI DURXQG �ó SHU FHQW �DQG KHQFH IRU HPSOR\PHQW JURZWK WR RXWVWULS ODERXU IRUFH

JURZWK� RYHU WKH PHGLXP WHUP ZLWKRXW LJQLWLQJ LQIODWLRQDU\ SUHVVXUHV� 7KH H[WHQW RI WKHVH

IXUWKHU IDOOV LQ XQHPSOR\PHQW GHSHQG� LQ SDUW� RQ WKH H[WHQW RI IXUWKHU ODERXU PDUNHW

UHIRUP� WD[DWLRQ UHIRUP� VRFLDO VHFXULW\ UHIRUP� DQG PLFURHFRQRPLF UHIRUP PRUH

JHQHUDOO\�

7KDW VDLG� D IDFWRU LQIOXHQFLQJ OLNHO\ HPSOR\PHQW JURZWK RYHU WKH PHGLXP WHUP LV ORZHU

SURMHFWHG ODERXU IRUFH JURZWK WKDQ LQ UHFHQW GHFDGHV� GXH WR GHPRJUDSKLF HIIHFWV �VHH

%R[ ��� /DERXU IRUFH JURZWK FRXOG EH DURXQG �ó SHU FHQW SHU DQQXP LQ WKH PHGLXP

WHUP� ORZHU WKDQ WKH DYHUDJH JURZWK RI UHFHQW GHFDGHV� 7KLV UHIOHFWV H[SHFWHG ORZHU

JURZWK LQ WKH ZRUNLQJ DJH SRSXODWLRQ DQG RQO\ D UHODWLYHO\ VPDOO QHW LQFUHDVH LQ WKH

SDUWLFLSDWLRQ UDWH LQ WKH PHGLXP WHUP�

� 2(&' (FRQRPLF 6XUYH\V� �������� $XVWUDOLD�
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/DERXU IRUFH JURZWK LV H[SHFWHG WR EH ORZHU RYHU WKH PHGLXP WHUP WKDQ WKH DYHUDJH

RI UHFHQW GHFDGHV� DV D UHVXOW RI ORZHU SURMHFWHG JURZWK LQ WKH ZRUNLQJ DJH SRSXODWLRQ

DQG UHODWLYHO\ PRGHUDWH JURZWK LQ WKH WRWDO SDUWLFLSDWLRQ UDWH� :KLOH DYHUDJH ZRUNLQJ

DJH SRSXODWLRQ JURZWK RYHU UHFHQW GHFDGHV ZDV DURXQG �õ SHU FHQW SHU DQQXP� LW LV

H[SHFWHG WR IDOO WR DURXQG �ô SHU FHQW SHU DQQXP LQ WKH PHGLXP WHUP�

7KH WRWDO SDUWLFLSDWLRQ UDWH KDV ULVHQ VWHDGLO\ LQ UHFHQW GHFDGHV� EXW RQO\ D PRGHVW

LQFUHDVH IURP LWV DYHUDJH OHYHO LQ ������� LV OLNHO\ LQ WKH PHGLXP WHUP�

$V SDUWLFLSDWLRQ UDWHV YDU\ PDUNHGO\ EHWZHHQ GLIIHUHQW DJH JURXSV� FKDQJHV LQ WKH

DJH�VWUXFWXUH RI WKH ZRUNLQJ DJH SRSXODWLRQ FDQ LQIOXHQFH WKH WRWDO SDUWLFLSDWLRQ UDWH�

7KH DJHLQJ RI WKH SRSXODWLRQ �LQ LVRODWLRQ� KDV SODFHG GRZQZDUG SUHVVXUH RQ WKH WRWDO

SDUWLFLSDWLRQ UDWH LQ UHFHQW GHFDGHV� 7KLV LV H[SHFWHG WR FRQWLQXH WR EH WKH FDVH�

SRVVLEO\ DW DQ LQFUHDVHG UDWH� RYHU WKH PHGLXP WHUP� 7KLV LVVXH ZDV GLVFXVVHG LQ PRUH

GHWDLO LQ WKH 6XPPHU ���� (FRQRPLF 5RXQGXS�

$JDLQVW WKLV WUHQG� LQFUHDVHG HPSOR\PHQW RSSRUWXQLWLHV RYHU WKH PHGLXP WHUP DUH

H[SHFWHG WR HQFRXUDJH VRPH GLVFRXUDJHG ZRUNHUV WR UH�MRLQ WKH ODERXU IRUFH� UHVXOWLQJ

LQ FRQWLQXHG LQFUHDVHV LQ IHPDOH SDUWLFLSDWLRQ UDWHV �ZLWKLQ DJH JURXSV� DQG D IODWWHQLQJ

RI WKH GHFOLQH LQ PDOH SDUWLFLSDWLRQ UDWHV �ZLWKLQ DJH JURXSV��

2Q EDODQFH� LW LV H[SHFWHG WKDW� ZLWK VORZHU ZRUNLQJ DJH SRSXODWLRQ JURZWK DQG D VPDOO

QHW LQFUHDVH LQ WKH SDUWLFLSDWLRQ UDWH �UHODWLYH WR UHFHQW OHYHOV�� ODERXU IRUFH JURZWK

FRXOG EH DURXQG �ó SHU FHQW SHU DQQXP LQ WKH HDUO\ \HDUV RI WKH QH[W GHFDGH

�&KDUW ���� 7KLV ZRXOG EH VRPHZKDW ORZHU WKDQ WKH DYHUDJH ODERXU IRUFH JURZWK RYHU

WKH ����V DQG PDUJLQDOO\ ORZHU WKDQ LQ WKH ����V WR GDWH� ,W ZRXOG DOVR PHDQ� RI

FRXUVH� WKDW WKH UDWH RI HPSOR\PHQW JURZWK QHHGHG WR UHGXFH XQHPSOR\PHQW ZRXOG EH

ORZHU WKDQ KDV EHHQ WKH FRQYHQWLRQDO ZLVGRP RYHU UHFHQW GHFDGHV�

&KDUW ��� (PSOR\PHQW� /DERXU )RUFH DQG :RUNLQJ $JH

3RSXODWLRQ *URZWK ² 3HULRG $YHUDJHV
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:RUNLQJ $JH 3RSXODWLRQ /DERXU )RUFH (PSOR\PHQW

3HU FHQW 3HU FHQW

6RXUFH� $%6 &DW� 1R� ������ DQG 7UHDVXU\ IRUHFDVWV DQG SURMHFWLRQV�
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2Q EDODQFH� JLYHQ WKH GHPRJUDSKLF LQIOXHQFHV RQ PHGLXP�WHUP ODERXU IRUFH JURZWK�

HPSOR\PHQW JURZWK RI DURXQG � SHU FHQW SHU DQQXP ZRXOG VHHP WR EH DFKLHYDEOH RQ

DYHUDJH LQ WKH HDUO\ \HDUV RI WKH QH[W GHFDGH� DVVRFLDWHG ZLWK IXUWKHU IDOOV LQ WKH

XQHPSOR\PHQW UDWH� 7RJHWKHU ZLWK DYHUDJH ODERXU SURGXFWLYLW\ JURZWK RI �ó

WR � SHU FHQW SHU DQQXP� WKLV LPSOLHV WKDW WKH $XVWUDOLDQ HFRQRP\ KDV WKH SRWHQWLDO WR

VXVWDLQ JURZWK RI �ó WR � SHU FHQW RYHU WKDW SHULRG�

32/,&< 35,25,7,(6 ,1 7+( 3(5,2' $+($'

$FKLHYLQJ VXVWDLQHG JURZWK LQ RXWSXW DQG HPSOR\PHQW LQ OLQH ZLWK WKH HFRQRP\·V JURZWK

SRWHQWLDO ZLOO UHTXLUH RQJRLQJ DWWHQWLRQ WR WKH PDFURHFRQRPLF SROLF\ IUDPHZRUN DQG

FRQWLQXHG PLFURHFRQRPLF UHIRUP� LQFOXGLQJ WD[DWLRQ UHIRUP DQG H[DPLQDWLRQ RI WKH

UHPDLQLQJ ULJLGLWLHV WKDW LQKLELW LPSURYHG ODERXU PDUNHW RXWFRPHV�

0DFURHFRQRPLF SROLF\

,W LV LPSRUWDQW WKDW PDFURHFRQRPLF SROLF\ PDLQWDLQ D FRQVLVWHQW IRUZDUG�ORRNLQJ IRFXV RQ

PHGLXP�WHUP REMHFWLYHV� 3ROLF\ FUHGLELOLW\ LV ZRQ E\ GLVFLSOLQH RYHU PDQ\ \HDUV� EXW WKH

JDLQV FDQ EH SXW DW ULVN E\ UHODWLYHO\ VKRUW SHULRGV RI QHJOHFW� 3ROLF\ VKRXOG DLP WR

PD[LPLVH JURZWK� VXEMHFW WR PDLQWDLQLQJ WKH PHGLXP�WHUP LQIODWLRQ DQG ILVFDO EDODQFH

REMHFWLYHV� 7KLV HQWDLOV NHHSLQJ WKH HFRQRP\ RSHUDWLQJ ZLWKLQ VXVWDLQDEOH ERXQGV� VR WKDW

H[FHVV GHPDQG SUHVVXUHV WKDW PLJKW VSLOO RYHU LQWR LQIODWLRQ DQG WKH FXUUHQW DFFRXQW GR

QRW HPHUJH�

)LVFDO SROLF\ ZLOO FRQWLQXH WR IRFXV RQ PHGLXP�WHUP SXEOLF VDYLQJ REMHFWLYHV� 7KH

PHGLXP�WHUP ILVFDO VWUDWHJ\ LV HVVHQWLDO LI WKH SULYDWH VHFWRU LV WR FRQWLQXH WR EH DEOH WR WDS

LQWR IRUHLJQ VDYLQJ WR IXQG D VXEVWDQWLDO SDUW RI LWV LQYHVWPHQW ZLWKRXW KDYLQJ WR SD\

VLJQLILFDQW ULVN SUHPLD�

7KH ILVFDO VWUDWHJ\ ZLOO HQVXUH WKDW WKH &$' RYHU WLPH LV HVVHQWLDOO\ WKH RXWFRPH RI

GHFLVLRQV E\ SULYDWH VHFWRU ERUURZHUV DQG OHQGHUV� DQG QRW RI JRYHUQPHQW ERUURZLQJ �RQH

UROH RI VWUXFWXUDO SROLFLHV LV WR HQVXUH WKDW WKHVH SULYDWH VHFWRU GHFLVLRQV DUH VRXQGO\

EDVHG�� 7KH JHQHUDO JRYHUQPHQW VHFWRU SUHVHQWO\ KROGV RQO\ �� SHU FHQW RI $XVWUDOLD·V QHW

H[WHUQDO GHEW� 3ULYDWH VHFWRU VDYLQJ DQG LQYHVWPHQW GHFLVLRQV DUH QRZ EHWWHU EDVHG WKDQ

WKH\ KDYH EHHQ LQ SDVW F\FOHV� DV D UHVXOW RI PLFURHFRQRPLF UHIRUP DQG ORZ LQIODWLRQ� ,Q

WKLV HQYLURQPHQW WKH QDWLRQ·V DELOLW\ WR VHUYLFH H[WHUQDO GHEW VKRXOG QRW EH DW LVVXH�

7KH ILVFDO VWUDWHJ\ PXVW FRQWLQXH WR WDNH DFFRXQW RI WKH HFRQRPLF F\FOH� $GHTXDWH

VXUSOXVHV ZLOO EH UHTXLUHG ZKLOH WKH HFRQRP\ LV H[SDQGLQJ WR DOORZ URRP IRU SROLF\ WR

UHVSRQG LQ WKH HYHQW RI D GRZQWXUQ� DW OHDVW WR WKH H[WHQW RI DOORZLQJ DXWRPDWLF UHGXFWLRQV

LQ WKH VXUSOXV� IURP ORZHU WD[ UHFHLSWV DQG KLJKHU XQHPSOR\PHQW DVVLVWDQFH SD\PHQWV� WR

VXSSRUW GHPDQG�

0RQHWDU\ SROLF\ PXVW FRQWLQXH WR IRFXV RQ WKH REMHFWLYH RI DFKLHYLQJ � WR � SHU FHQW

LQIODWLRQ RQ DYHUDJH RYHU WKH PHGLXP WHUP� ,QIODWLRQ KDV EHHQ SHUVLVWHQWO\ EHORZ WKH
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ERWWRP RI WKH EDQG RYHU WKH SDVW WZR \HDUV� DQG WKH RXWORRN LV IRU FRQWLQXHG ORZ LQIODWLRQ

LQ WKH SHULRG DKHDG�

7D[DWLRQ UHIRUP

7KH H[LVWLQJ WD[DWLRQ V\VWHP LV D VLJQLILFDQW LPSHGLPHQW WR LPSURYLQJ $XVWUDOLD·V

HFRQRPLF SRWHQWLDO�

7KH WD[ UHIRUP SDFNDJH FXUUHQWO\ EHIRUH 3DUOLDPHQW LQFOXGHV FKDQJHV WR SHUVRQDO LQFRPH

WD[ UDWHV DQG IDPLO\ DQG VRFLDO VHFXULW\ SD\PHQWV WKDW ZLOO VLJQLILFDQWO\ ORZHU HIIHFWLYH

PDUJLQDO LQFRPH WD[ UDWHV� DQG LPSURYH LQFHQWLYHV WR ZRUN DQG VDYH� ,QWURGXFWLRQ RI D

EURDG�EDVHG *RRGV DQG 6HUYLFHV 7D[ �*67�� WR UHSODFH WKH SUHVHQW :KROHVDOH 6DOHV 7D[

�:67� DQG D UDQJH RI LQHIILFLHQW 6WDWH WD[HV� ZLOO UHVXOW LQ DQ LQGLUHFW WD[ V\VWHP WKDW KDV

ORZHU FRVWV� LV OHVV GLVWRUWLQJ WR FRQVXPHU GHFLVLRQV� DQG DYRLGV WD[LQJ EXVLQHVV LQSXWV�

7KH QHZ WD[ V\VWHP ZLOO OLIW WKH WD[ EXUGHQ LPSRVHG E\ WKH :67 RQ $XVWUDOLDQ H[SRUWV�

DQG UHGXFH EXVLQHVV FRVWV� LQFOXGLQJ FRVWV RI LQYHVWPHQW JRRGV�

6LPLODUO\� WKH FXUUHQW 5HYLHZ RI %XVLQHVV 7D[DWLRQ LV GLUHFWHG DW DFKLHYLQJ D EXVLQHVV WD[

V\VWHP WKDW PLQLPLVHV GLVWRUWLRQV WR EXVLQHVV GHFLVLRQV DQG UHGXFHV FRPSOLDQFH FRVWV� DV

ZHOO DV SURYLGLQJ D FRPSHWLWLYH UHJLPH IRU DWWUDFWLQJ LQWHUQDWLRQDO FDSLWDO�

7KHVH UHIRUPV ZLOO FRQWULEXWH WR UDLVLQJ WKH HFRQRP\·V JURZWK SRWHQWLDO WKURXJK PRUH

HIILFLHQW UHVRXUFH DOORFDWLRQ� DV GHFLVLRQV WKURXJKRXW WKH HFRQRP\ EHWWHU UHIOHFW

XQGHUO\LQJ FRVWV DQG EHQHILWV� DQG EHWWHU LQFHQWLYHV�

7D[DWLRQ UHIRUP ZLOO DOVR FRQWULEXWH WR PDLQWDLQLQJ VRXQG SXEOLF ILQDQFHV� 7KH

QDUURZO\�EDVHG :67 LV OHYLHG RQ D SRUWLRQ RI HFRQRPLF DFWLYLW\ WKDW LV GHFOLQLQJ RYHU WLPH

DV WKH UHODWLYH LPSRUWDQFH RI VHUYLFHV LQ WKH HFRQRP\ LQFUHDVHV� 5HYHQXH IURP WKH *67�

ZKLFK LV WR EH DOORFDWHG WR WKH 6WDWHV� ZLOO JURZ LQ OLQH ZLWK WKH HFRQRP\� 7KLV ZLOO SURYLGH

D UHYHQXH EDVH WKDW LV FDSDEOH RI PHHWLQJ VSHQGLQJ QHHGV RYHU WKH PHGLXP WR ORQJ WHUP�

ZLWKRXW UHTXLULQJ SHULRGLF LQFUHDVHV LQ WD[DWLRQ UDWHV�

/DERXU PDUNHW UHIRUP

5HGXFLQJ XQHPSOR\PHQW LQ D VXVWDLQHG ZD\ ZLOO UHTXLUH D FRQWLQXLQJ IRFXV RQ LQWHJUDWLQJ

VRXQG PDFURHFRQRPLF SROLFLHV DQG ZRUNSODFH UHODWLRQV UHIRUP ZLWK SROLFLHV WR HQVXUH WKDW

WKH ZHOIDUH V\VWHP� DQG LWV LQWHUDFWLRQ ZLWK WKH WD[ V\VWHP� GRHV QRW GLVFRXUDJH SHRSOH

IURP VHHNLQJ MREV�

)XUWKHU UHIRUPV WR WKH LQGXVWULDO UHODWLRQV V\VWHP DUH EHLQJ SXUVXHG WR EXLOG XSRQ WKRVH

DOUHDG\ LPSOHPHQWHG� $PHQGPHQWV WR WKH FXUUHQW XQIDLU GLVPLVVDO ODZV DQG WKH

SUHVHUYDWLRQ DQG H[WHQVLRQ RI DJH�EDVHG MXQLRU ZDJH UDWHV DUH SROLFLHV GHVLJQHG WR

RYHUFRPH UHVWULFWLRQV RQ HPSOR\PHQW JURZWK� 2WKHU SROLFLHV EHLQJ SXUVXHG WR HQKDQFH

SURGXFWLYLW\ DQG VWUHDPOLQH HQWHUSULVH EDUJDLQLQJ LQFOXGH IXUWKHU DZDUG VLPSOLILFDWLRQ�

UHGXFLQJ WKH UROH RI WKLUG SDUWLHV LQ WKH DJUHHPHQW�PDNLQJ SURFHVV DQG HQVXULQJ WKDW XQLRQ

PHPEHUVKLS LV YROXQWDU\�



����

6HFXULQJ EHWWHU ODERXU PDUNHW RXWFRPHV� SDUWLFXODUO\ RQJRLQJ UHGXFWLRQV LQ VWUXFWXUDO
XQHPSOR\PHQW� ZLOO UHTXLUH DQ RQJRLQJ IRFXV RQ WKH OLQN EHWZHHQ SURGXFWLYLW\ DQG ZDJHV�
2QH IDFHW RI WKLV LV HQVXULQJ WKDW WKH DZDUG V\VWHP IXOILOV LWV UROH RI SURYLGLQJ D JHQXLQH
VDIHW\ QHW�

7KH *RYHUQPHQW·V WD[ UHIRUP SDFNDJH ZLOO VLJQLILFDQWO\ UHGXFH GLVLQFHQWLYHV WR ZRUN�
ZKLFK SDUWLFXODUO\ DIIHFW ORZ DQG PLGGOH�LQFRPH HDUQHUV� 7KH SULQFLSOH RI PXWXDO
REOLJDWLRQ IRU XQHPSOR\PHQW EHQHILFLDU\ UHFLSLHQWV LV DOVR LPSRUWDQW LQ HQVXULQJ WKDW WKH
ZHOIDUH V\VWHP GRHV QRW GLVFRXUDJH MRE VHHNLQJ� 7KH %XGJHW H[WHQGV WKH VFRSH RI PXWXDO
REOLJDWLRQ DUUDQJHPHQWV DQG EURDGHQV WKH :RUN IRU WKH 'ROH VFKHPH�

$WWHQWLRQ WR WKH HGXFDWLRQ DQG WUDLQLQJ V\VWHP LV DOVR LPSRUWDQW WR HQVXUH WKDW WKH VNLOOV RI
WKH ZRUNIRUFH DUH DSSURSULDWH IRU WKH IXWXUH GHPDQGV RI WKH HFRQRP\� 7KH %XGJHW
SURYLGHV DGGLWLRQDO IXQGLQJ IRU HGXFDWLRQ DQG WUDLQLQJ� LQFOXGLQJ FRQWLQXHG IXQGLQJ IRU
SURJUDPPHV WR HQKDQFH WKH VNLOOV DQG H[SHULHQFH RI \RXQJ SHRSOH VHHNLQJ ZRUN�

,W LV LPSRUWDQW WKDW WKH YDULRXV HOHPHQWV RI WKH ODERXU PDUNHW VWUDWHJ\ DUH QRW FRQVLGHUHG
LQ LVRODWLRQ� 5HFHQW LQWHUQDWLRQDO UHVHDUFK GHPRQVWUDWHV WKDW ODERXU PDUNHW SROLFLHV DUH
FRPSOHPHQWDU\� DQG WKDW EURDG� LQWHJUDWHG UHIRUPV DUH PRUH HIIHFWLYH LQ DFKLHYLQJ ORZHU
XQHPSOR\PHQW DQG VXVWDLQDEOH LPSURYHPHQWV LQ SURGXFWLYLW\ JURZWK�



����

3DUW�9���&RQFOXVLRQ

7KH UHFHQW SHUIRUPDQFH RI WKH $XVWUDOLDQ HFRQRP\ ZRXOG QRW KDYH EHHQ SRVVLEOH LQ WKH

DEVHQFH RI D VRXQG GRPHVWLF SROLF\ IUDPHZRUN� 7KH LQVWLWXWLRQ RI VRXQG DQG FUHGLEOH

IUDPHZRUNV IRU PRQHWDU\ DQG ILVFDO SROLFLHV LQ UHFHQW \HDUV� DQG WKH UHWXUQ RI WKH %XGJHW

WR VXUSOXV� KDYH EHHQ IXQGDPHQWDOO\ LPSRUWDQW� 5HIRUPV LQ WKH DUHDV RI FRPSHWLWLRQ

SROLF\� WKH ODERXU PDUNHW� WKH ILQDQFLDO VHFWRU DQG FRUSRUDWH ODZ KDYH DOVR FRQWULEXWHG WR

FUHDWLQJ DQ HFRQRP\ WKDW LV PRUH HIILFLHQW DQG IOH[LEOH� VXEMHFW WR PRUH FRPSHWLWLYH

SUHVVXUHV DQG PRUH FRQGXFLYH WR SURGXFWLYLW\ JURZWK�

6RXQG SROLF\ KDV EHHQ DVVLVWHG E\ WKH IDFW WKDW WKH GRZQWXUQV DIIHFWLQJ RXU (DVW $VLDQ

WUDGLQJ SDUWQHUV KDYH RFFXUUHG DJDLQVW D EDFNJURXQG RI RWKHU LQWHUQDWLRQDO GHYHORSPHQWV

WKDW KDYH EHHQ IDYRXUDEOH� :RUOG JURZWK KDV EHHQ VXSSRUWHG E\ WKH VWUHQJWK RI WKH

8QLWHG 6WDWHV DQG (XURSHDQ HFRQRPLHV� WRJHWKHU DFFRXQWLQJ IRU D OLWWOH PRUH WKDQ KDOI RI

ZRUOG *'3� ,Q DGGLWLRQ� WKH IDOO LQ RXU WHUPV RI WUDGH IURP ORZHU FRPPRGLW\ SULFHV KDV

EHHQ OLPLWHG E\ DQ LQWHUQDWLRQDO HQYLURQPHQW WKDW KDV EHHQ UHGXFLQJ WKH ZRUOG SULFHV RI

$XVWUDOLD·V LPSRUWV�

,Q WKLV HQYLURQPHQW� WKH HFRQRP\ KDV EHHQ DVVLVWHG E\ D ODUJH FXUUHQF\ GHSUHFLDWLRQ WKDW

KDV JLYHQ $XVWUDOLDQ SURGXFHUV D FRPSHWLWLYH ERRVW WKDW KDV DVVLVWHG H[SRUW GLYHUVLRQ WR

RWKHU PDUNHWV� /DUJH FXUUHQF\ GHSUHFLDWLRQV� KRZHYHU� FDQQRW EH HIIHFWLYH XQOHVV

VXVWDLQHG DV UHDO GHSUHFLDWLRQV� D GHPDQGLQJ SROLF\ UHTXLUHPHQW�

7KH IDYRXUDEOH FRPELQDWLRQ RI H[FKDQJH UDWH GHSUHFLDWLRQ DQG FRQWLQXHG ORZ LQWHUHVW

UDWHV PDGH SRVVLEOH E\ VRXQG PDFURHFRQRPLF SROLF\ KDV EHHQ WKH NH\� )LQDQFLDO PDUNHWV

KDYH UHWDLQHG FRQILGHQFH LQ $XVWUDOLD·V HFRQRPLF IXQGDPHQWDOV� DQG ORQJ�WHUP LQWHUHVW

UDWH GLIIHUHQWLDOV KDYH UHPDLQHG ORZ� $V WKH H[FKDQJH UDWH GHSUHFLDWLRQ KDV QRW EHHQ

GLVVLSDWHG LQ KLJKHU GRPHVWLF LQIODWLRQ� WKH HFRQRP\ KDV EHHQ DEOH WR HQMR\ WKH EHQHILWV RI

LPSURYHG FRPSHWLWLYHQHVV� ZKLOH PDLQWDLQLQJ UHODWLYHO\ ORZ LQWHUHVW UDWHV� DQG WKH QHJDWLYH

HIIHFWV RI LQWHUQDWLRQDO GHYHORSPHQWV KDYH EHHQ FXVKLRQHG E\ RQJRLQJ VWUHQJWK LQ

GRPHVWLF GHPDQG�

$V D UHVXOW RI VRXQG PDFURHFRQRPLF SROLF\ DQG VWUXFWXUDO UHIRUPV� WKH $XVWUDOLDQ

HFRQRP\ VKRXOG EH DEOH WR FRQWLQXH WR JURZ VWURQJO\ RYHU WKH PHGLXP WHUP DQG WR

DFKLHYH IXUWKHU VXVWDLQDEOH UHGXFWLRQV LQ XQHPSOR\PHQW� 7KH H[WHQW WR ZKLFK WKH

HFRQRP\ FDQ JURZ DQG XQHPSOR\PHQW FDQ EH UHGXFHG ZLOO GHSHQG RQ FRQWLQXHG

DGKHUHQFH WR VRXQG PDFURHFRQRPLF SROLF\ DQG IXUWKHU PLFURHFRQRPLF UHIRUP ³

LQFOXGLQJ� LQ SDUWLFXODU� UHIRUP RI WKH WD[DWLRQ V\VWHP DQG IXUWKHU DFWLRQ WR LPSURYH WKH

IXQFWLRQLQJ RI WKH ODERXU PDUNHW�
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&RQWHQWV

2YHUYLHZ ����������������������������������������������������������������������������������������������������� ���

3ULPDU\ )LQDQFLDO 6WDWHPHQWV ��������������������������������������������������������������������� ���

6WDWHPHQW RI 5HYHQXH DQG ([SHQVHV IRU WKH &RPPRQZHDOWK *HQHUDO

*RYHUQPHQW 6HFWRU��������������������������������������������������������������������������������������������������������������������������

%DODQFH 6KHHW IRU WKH &RPPRQZHDOWK *HQHUDO *RYHUQPHQW 6HFWRU��������������������������������������

6WDWHPHQW RI &DVK )ORZV IRU WKH &RPPRQZHDOWK *HQHUDO *RYHUQPHQW 6HFWRU������������������

$SSHQGL[ $� 6WDWLVWLFV� &RQFHSWV DQG 1RWHV WR WKH

)LQDQFLDO 6WDWHPHQWV��������������������������������������������������������������������������������� ����

$SSHQGL[ %� 6HQVLWLYLW\ RI )LVFDO $JJUHJDWHV WR

(FRQRPLF 'HYHORSPHQWV ��������������������������������������������������������������������������� ����

([SHQVHV �������������������������������������������������������������������������������������������������������������������������������������� ����

5HYHQXH���������������������������������������������������������������������������������������������������������������������������������������� ����

$SSHQGL[ &� 6WDWHPHQW RI 5LVNV���������������������������������������������������������������� ����

2YHUYLHZ�������������������������������������������������������������������������������������������������������������������������������������� ����
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2YHUYLHZ

7KH LQWURGXFWLRQ RI DFFUXDO EXGJHWLQJ ZLWK DQ RXWSXW DQG RXWFRPHV IUDPHZRUN IXUWKHU

LQWHQVLILHV WKH &RPPRQZHDOWK·V IRFXV RQ UHVSRQVLEOH ILQDQFLDO PDQDJHPHQW DQG

DFFRXQWDELOLW\� &RQVROLGDWHG ILQDQFLDO VWDWHPHQW SURMHFWLRQV IRU WKH JHQHUDO JRYHUQPHQW

VHFWRU DUH SUHVHQWHG IRU WKH ILUVW WLPH LQ WKH ��������� %XGJHW�

2SHUDWLQJ UHVXOW

7KH &RPPRQZHDOWK·V RSHUDWLQJ UHVXOW EHIRUH DEQRUPDOV LV H[SHFWHG WR LPSURYH IXUWKHU LQ

��������� �VHH &KDUW ��� 7KH HVWLPDWHG RSHUDWLQJ UHVXOW IRU ��������� LV D VXUSOXV

RI $��� ELOOLRQ� DQ LPSURYHPHQW RI $��� ELOOLRQ IURP WKH RSHUDWLQJ VXUSOXV RI $��� ELOOLRQ

H[SHFWHG LQ �������� 7KLV LPSURYHPHQW UHIOHFWV D ��� SHU FHQW LQFUHDVH LQ UHYHQXH� SDUWO\

RIIVHW E\ D ��� SHU FHQW LQFUHDVH LQ H[SHQVHV�

$IWHU LQFOXGLQJ DEQRUPDO DQG H[WUDRUGLQDU\ LWHPV� DQ RSHUDWLQJ VXUSOXV RI $���� ELOOLRQ LV

H[SHFWHG LQ ���������� 0RYHPHQWV LQ DEQRUPDO LWHPV RYHU WKH IRUZDUG HVWLPDWHV SHULRG

DUH ODUJHO\ GXH WR WKH *RYHUQPHQW·V DVVHW VDOHV SURJUDPPH� SDUWLFXODUO\ WKH SURSRVHG VDOH

RI WKH *RYHUQPHQW·V UHPDLQLQJ VKDUH LQ 7HOVWUD�

6WDWHPHQW � FRQWDLQV GHWDLOHG GHVFULSWLRQV RI H[SHQVHV DQG 6WDWHPHQW � FRQWDLQV GHWDLOHG

GHVFULSWLRQV RI UHYHQXHV� %XGJHW 3DSHU 1R� � FRQWDLQV GHWDLOHG GHVFULSWLRQV RI LQGLYLGXDO

EXGJHW PHDVXUHV�

&KDUW �� 2SHUDWLQJ 5HVXOW
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7DEOH �� 2SHUDWLQJ 5HVXOW (VWLPDWHV

(VWLPDWHV 3URMHFWLRQV

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

$P $P $P $P �P

5HYHQXH

7RWDO WD[DWLRQ ������ ������ ������ ������ ������

7RWDO QRQ�WD[DWLRQ ����� ����� ����� ����� �����

7RWDO ������ ������ ������ ������ ������

([SHQVHV ������ ������ ������ ������ ������

2SHUDWLQJ UHVXOW ���� ���� ���� ���� �����

1HW $VVHWV

7KH FRQVROLGDWHG ILQDQFLDO SRVLWLRQ RI WKH JHQHUDO JRYHUQPHQW VHFWRU LV H[SHFWHG WR

LPSURYH LQ ��������� ZLWK DQ LQFUHDVH LQ QHW DVVHWV RI $���� ELOOLRQ� RU ���� SHU FHQW�

UHODWLYH WR WKH H[SHFWHG RXWFRPH IRU �������� 7KLV LPSURYHPHQW ZLOO UHGXFH WKH H[FHVV RI

OLDELOLWLHV RYHU DVVHWV WR $���� ELOOLRQ E\ �� -XQH ����� 8QOLNH SULYDWH SURILW PDNLQJ

HQWHUSULVHV� JRYHUQPHQWV DUH DEOH WR UHFRUG QHJDWLYH QHW DVVHW SRVLWLRQV DV WKH\ KDYH

DFFHVV WR D JXDUDQWHHG VWUHDP RI UHYHQXH WR VHUYLFH FXUUHQW DQG IXWXUH OLDELOLWLHV�

7KH &RPPRQZHDOWK·V QHW DVVHW SRVLWLRQ LV H[SHFWHG WR LPSURYH VXEVWDQWLDOO\ RYHU WKH

EXGJHW DQG IRUZDUG HVWLPDWHV SHULRG �VHH &KDUW ��� ,W LV H[SHFWHG WKDW WKH QHJDWLYH QHW

DVVHWV SRVLWLRQ ZLOO EH IXUWKHU UHGXFHG WR $���� ELOOLRQ� RU ��� SHU FHQW RI *'3�

E\ ��������

7DEOH �� %DODQFH 6KHHW (VWLPDWHV

(VWLPDWHV 3URMHFWLRQV

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

$P $P $P $P $P

$VVHWV

)LQDQFLDO ����� ����� ����� ����� �����

1RQ�ILQDQFLDO ����� ����� ����� ����� �����

7RWDO DVVHWV ������ ������ ������ ������ ������

/LDELOLWLHV

'HEW ����� ����� ����� ����� �����

3URYLVLRQV DQG SD\DEOHV ����� ����� ����� ����� �����

7RWDO OLDELOLWLHV ������ ������ ������ ������ ������

1HW DVVHWV ������ ������ ������ ������ ������

(TXLW\ ������ ������ ������ ������ ������
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&KDUW �� %DODQFH 6KHHW $JJUHJDWHV

3DQHO $� $VVHWV DQG /LDELOLWLHV
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1HZ $JHQF\ %DQNLQJ $UUDQJHPHQWV

$V SDUW RI WKH LQWURGXFWLRQ RI DQ DFFUXDO IUDPHZRUN� WKH 'HSDUWPHQW RI )LQDQFH DQG

$GPLQLVWUDWLRQ LV LQWURGXFLQJ DJHQF\ EDQNLQJ DUUDQJHPHQWV ZKLFK ZLOO DSSO\ IURP

� -XO\ ����� 7KHVH DSSO\ WR DJHQFLHV FRYHUHG E\ WKH )LQDQFLDO 0DQDJHPHQW DQG

$FFRXQWDELOLW\ $FW ���� �LH 'HSDUWPHQWV RI 6WDWH� 3DUOLDPHQWDU\ 'HSDUWPHQWV DQG

SUHVFULEHG )0$ DJHQFLHV� DQG ZLOO DOORZ DJHQFLHV WR PDQDJH GHSDUWPHQWDO UHVRXUFHV�

LQFOXGLQJ FDVK� LQ D PRUH EXVLQHVV�OLNH PDQQHU� 7R HQFRXUDJH EHWWHU FDVK PDQDJHPHQW

DJHQFLHV ZLOO UHFHLYH WKH EHQHILW RI EHLQJ DEOH WR UHWDLQ LQWHUHVW RQ GHSDUWPHQWDO

DFFRXQW EDODQFHV� $JHQFLHV ZLOO EH UHVSRQVLEOH IRU HVWDEOLVKLQJ WKHLU RZQ EDQN

DFFRXQWV� SURFHVVLQJ WKHLU SD\PHQWV DQG UHFHLSWV� PDLQWDLQLQJ GHWDLOHG WUDQVDFWLRQDO

UHFRUGV DQG PHHWLQJ EDQN IHHV DQG FKDUJHV DVVRFLDWHG ZLWK RSHUDWLQJ WKHLU EDQN

DFFRXQWV�



���

3ULPDU\�)LQDQFLDO�6WDWHPHQWV

6WDWHPHQW RI 5HYHQXH DQG ([SHQVHV IRU WKH &RPPRQZHDOWK *HQHUDO

*RYHUQPHQW 6HFWRU

1RWH (VWLPDWHV 3URMHFWLRQV

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

$P $P $P $P $P

5HYHQXHV

7D[DWLRQ

,QFRPH WD[ ������ ������ ������ ������ ������

,QGLUHFW WD[ � ����� ����� ����� ����� �����

2WKHU WD[HV IHHV DQG ILQHV ���� ���� ���� ���� ����

7RWDO WD[DWLRQ UHYHQXH ������ ������ ������ ������ ������

1RQ�WD[DWLRQ

6DOHV RI JRRGV DQG VHUYLFHV ���� ���� ���� ���� ����

,QWHUHVW DQG GLYLGHQGV � ���� ���� ���� ���� ����

1HW IRUHLJQ H[FKDQJH JDLQV ��� � � � �

1HW JDLQV IURP VDOHV RI DVVHWV �� � � � �

2WKHU VRXUFHV RI QRQ�WD[ UHYHQXH � ���� ���� ���� ���� ����

7RWDO QRQ�WD[ UHYHQXH ����� ����� ����� ����� �����

7RWDO UHYHQXH ������ ������ ������ ������ ������

([SHQVHV

*RRGV DQG VHUYLFHV

(PSOR\HHV � ����� ����� ����� ����� �����

6XSSOLHUV � ����� ����� ����� ����� �����

'HSUHFLDWLRQ DQG DPRUWLVDWLRQ � ���� ���� ���� ���� ����

1HW ZULWH GRZQ RI DVVHWV ���� ���� ���� ���� ����

1HW IRUHLJQ H[FKDQJH ORVVHV ���� � � � �

1HW ORVVHV IURP WKH VDOH RI DVVHWV �� �� �� �� ��

2WKHU JRRGV DQG VHUYLFHV H[SHQVHV ���� ���� ���� ���� ����

7RWDO JRRGV DQG VHUYLFHV ����� ����� ����� ����� �����

6XEVLGLHV EHQHILWV DQG JUDQWV

3HUVRQDO EHQHILWV ����� ����� ����� ����� �����

6XEVLGLHV ���� ���� ���� ���� ����

*UDQWV � ����� ����� ����� ����� �����

7RWDO VXEVLGLHV EHQHILWV DQG JUDQWV ������ ������ ����� ����� ������

,QWHUHVW DQG RWKHU

,QWHUHVW DQG RWKHU ILQDQFLQJ FRVWV ���� ���� ���� ���� ����

7RWDO ,QWHUHVW DQG RWKHU ���� ���� ���� ���� ����

7RWDO H[SHQVHV ������ ������ ������ ������ ������

2SHUDWLQJ UHVXOW ���� ���� ���� ���� �����

$EQRUPDO DQG H[WUDRUGLQDU\ LWHPV ��� ����� � ����� �����

2SHUDWLQJ UHVXOW DIWHU DEQRUPDO LWHPV ���� ����� ���� ����� �����



���

%DODQFH 6KHHW IRU WKH &RPPRQZHDOWK *HQHUDO *RYHUQPHQW 6HFWRU

1RWH (VWLPDWHV 3URMHFWLRQV

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

$P $P $P $P $P

$VVHWV

)LQDQFLDO DVVHWV

&DVK ���� ���� ���� ���� ����

5HFHLYDEOHV ����� ����� ����� ����� �����

,QYHVWPHQWV �� ����� ����� ����� ����� �����

$FFUXHG UHYHQXH ��� ��� ��� ��� ���

2WKHU ILQDQFLDO DVVHWV ���� ���� ���� ���� ����

7RWDO ILQDQFLDO DVVHWV ����� ����� ����� ����� �����

1RQ�ILQDQFLDO DVVHWV

/DQG DQG EXLOGLQJV ����� ����� ����� ����� �����

,QIUDVWUXFWXUH ����� ����� ����� ����� �����

,QWDQJLEOHV ��� ��� ��� ��� ���

,QYHQWRULHV ���� ���� ���� ���� ����

2WKHU QRQ�ILQDQFLDO DVVHWV � ���� ���� ���� ���� ����

7RWDO QRQ�ILQDQFLDO DVVHWV ����� ����� ����� ����� �����

7RWDO DVVHWV ������ ������ ������ ������ ������

/LDELOLWLHV

'HEW

*RYHUQPHQW VHFXULWLHV �� ����� ����� ����� ����� ����

/RDQV ���� ���� ���� ���� ����

/HDVHV ��� ��� ��� ��� ���

'HSRVLWV ��� ��� ��� ��� ���

2YHUGUDIWV � � � � �

2WKHU GHEW ���� ���� ���� ���� ����

7RWDO GHEW ����� ����� ����� ����� �����

3URYLVLRQV DQG SD\DEOHV

(PSOR\HHV �� ����� ����� ����� ����� �����

6XSSOLHUV ���� ���� ���� ���� ����

3HUVRQDO EHQHILWV SD\DEOH ���� ���� ���� ���� ����

6XEVLGLHV SD\DEOH �� �� �� �� ��

*UDQWV SD\DEOH �� ���� ���� ���� ���� ����

2WKHU SURYLVLRQV DQG SD\DEOHV ���� ���� ���� ���� ����

7RWDO SURYLVLRQV DQG SD\DEOHV ����� ����� ����� ����� �����

7RWDO OLDELOLWLHV ������ ������ ������ ������ ������

1HW DVVHWV ������ ������ ������ ������ ������

(TXLW\

$FFXPXODWHG UHVXOWV ������� ������ ������ ������ ������

5HVHUYHV ����� ����� ����� ����� �����

7RWDO HTXLW\ ������ ������ ������ ������ ������



���

6WDWHPHQW RI &DVK )ORZV IRU WKH &RPPRQZHDOWK *HQHUDO *RYHUQPHQW 6HFWRU

1RWH (VWLPDWHV 3URMHFWLRQV

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

$P $P $P $P $P

2SHUDWLQJ DFWLYLWLHV

&DVK UHFHLYHG

7D[HV IHHV DQG ILQHV �� ������ ������ ������ ������ ������

6DOHV RI JRRGV DQG VHUYLFHV ���� ���� ���� ���� ����

,QWHUHVW ���� ���� ���� ���� ����

'LYLGHQGV ���� ���� ���� ���� ����

2WKHU ���� ���� ���� ���� ����

7RWDO RSHUDWLQJ FDVK UHFHLYHG ������ ������ ������ ������ ������

&DVK XVHG

3D\PHQWV WR HPSOR\HHV ����� ����� ����� ����� �����

3D\PHQWV WR VXSSOLHUV ����� ����� ����� ����� �����

6XEVLGLHV SDLG ���� ���� ���� ���� ����

3HUVRQDO EHQHILWV ����� ����� ����� ����� �����

*UDQW SD\PHQWV ����� ����� ����� ����� �����

,QWHUHVW DQG RWKHU ILQDQFLQJ FRVWV ���� ���� ���� ���� ����

2WKHU ���� ���� ���� ���� ����

7RWDO RSHUDWLQJ FDVK XVHG ������ ������ ������ ������ ������

1HW FDVK IURP RSHUDWLQJ DFWLYLWLHV ���� ���� ���� ����� �����

,QYHVWLQJ DFWLYLWLHV

&DVK UHFHLYHG

3URFHHGV IURP DVVHW VDOHV SURJUDP ���� ����� � ����� �����

3URFHHGV IURP VDOHV RI SURSHUW\� SODQW

DQG HTXLSPHQW DQG LQWDQJLEOHV ��� ��� ��� ��� ���

2WKHU ��� � �� � �

7RWDO LQYHVWLQJ FDVK UHFHLYHG ���� ����� ��� ����� �����

&DVK XVHG

3XUFKDVH RI SURSHUW\� SODQW DQG

HTXLSPHQW DQG LQWDQJLEOHV ���� ���� ���� ���� ����

1HW DGYDQFH UHFHLSWV � � ��� � �

2WKHU �� ��� ��� ��� ��� ���

7RWDO LQYHVWLQJ FDVK XVHG ���� ���� ���� ���� ����

1HW FDVK IURP LQYHVWLQJ DFWLYLWLHV ���� ����� ����� ����� �����



����

1RWH (VWLPDWHV 3URMHFWLRQV

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

$P $P $P $P $P

)LQDQFLQJ DFWLYLWLHV

&DVK UHFHLYHG

2WKHU ��� ��� ��� �� ��

7RWDO FDVK UHFHLYHG ��� ��� ��� �� ��

&DVK XVHG

1HW UHSD\PHQWV RI ERUURZLQJV �� ���� ����� ���� ����� �����

2WKHU ��� �� ��� ��� ���

7RWDO FDVK XVHG ���� ����� ���� ����� �����

1HW FDVK WR�IURP ILQDQFLQJ DFWLYLWLHV ����� ������ ����� ������ ������

1HW LQFUHDVH�GHFUHDVH LQ FDVK KHOG ��� ��� ���� ���� ����



����

$SSHQGL[�$�²�6WDWLVWLFV��&RQFHSWV�DQG�1RWHV�WR�WKH
)LQDQFLDO�6WDWHPHQWV

1RWH �� ([WHUQDO 5HSRUWLQJ 6WDQGDUGV

7KH &KDUWHU RI %XGJHW +RQHVW\ $FW ���� UHTXLUHV WKDW WKH EXGJHW LV EDVHG RQ H[WHUQDO

UHSRUWLQJ VWDQGDUGV DQG WKDW GHSDUWXUHV IURP DSSOLFDEOH H[WHUQDO UHSRUWLQJ VWDQGDUGV DUH

LGHQWLILHG�

7KH ��������� %XGJHW ILQDQFLDO VWDWHPHQWV KDYH EHHQ SUHSDUHG RQ DQ DFFUXDO EDVLV LQ

DFFRUGDQFH ZLWK DSSOLFDEOH $XVWUDOLDQ DFFRXQWLQJ VWDQGDUGV� LQFOXGLQJ $XVWUDOLDQ

$FFRXQWLQJ 6WDQGDUG 1R� �� ¶)LQDQFLDO 5HSRUWLQJ E\ *RYHUQPHQWV· �$$6���� $$6�� LV

WKH UHOHYDQW DFFRXQWLQJ VWDQGDUG IRU ILQDQFLDO UHSRUWLQJ E\ JRYHUQPHQWV�

$$6�� UHTXLUHV WKH DGRSWLRQ RI D IXOO DFFUXDO EDVLV RI DFFRXQWLQJ� 7KLV PHDQV WKDW DVVHWV�

OLDELOLWLHV� UHYHQXHV DQG H[SHQVHV DUH UHFRUGHG LQ ILQDQFLDO VWDWHPHQWV ZKHQ WKH\ KDYH WKHLU

HFRQRPLF LPSDFW� UDWKHU WKDQ ZKHQ WKH FDVK IORZV DVVRFLDWHG ZLWK WKHVH WUDQVDFWLRQV

RFFXU� &RQVLVWHQW ZLWK $$6��� DQ RSHUDWLQJ VWDWHPHQW� D VWDWHPHQW RI ILQDQFLDO SRVLWLRQ

DQG D VWDWHPHQW RI FDVK IORZV KDYH EHHQ SUHSDUHG XVLQJ HVWLPDWHV IRU WKH FXUUHQW \HDU�

EXGJHW \HDU DQG WKH WKUHH IRUZDUG \HDUV�

7KH DFFRXQWLQJ SROLFLHV LQ WKLV EXGJHW GRFXPHQW DUH FRQVLVWHQW ZLWK WKH DFFRXQWLQJ

SROLFLHV LQ $$6��� :KLOH WKH VFRSH IRU ILQDQFLDO UHSRUWLQJ UHFRPPHQGHG LQ $$6�� LV WKH

ZKROH�RI�JRYHUQPHQW �WKDW LV� WKH &RPPRQZHDOWK SXEOLF VHFWRU�� WKH ��������� %XGJHW

ILQDQFLDO HVWLPDWHV FRYHU WKH JHQHUDO JRYHUQPHQW VHFWRU RQO\� +RZHYHU� D

ZKROH�RI�JRYHUQPHQW DSSURDFK IRU UHSRUWLQJ ILQDQFLDO RXWFRPHV LV DGRSWHG LQ WKH

&RPPRQZHDOWK·V &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWV�

,Q UHODWLRQ WR UHYHQXH� $$6�� VXJJHVWV UHYHQXH EH UHFRJQLVHG DW WKH WLPH WKH LQFRPH �RU

HFRQRPLF DFWLYLW\� JLYLQJ ULVH WR D WD[ OLDELOLW\ RFFXUV� ZKHUH WKLV FDQ EH PHDVXUHG UHOLDEO\�

7KH &RPPRQZHDOWK GRHV QRW FRQVLGHU LWV UHYHQXHV FDQ EH UHOLDEO\ IRUHFDVW RQ WKLV EDVLV�

5HYHQXH LQ WKH EXGJHW LV WKHUHIRUH UHFRJQLVHG DW WKH WLPH WKH UHOHYDQW WD[ ODZ LQGLFDWHV WKH

H[LVWHQFH RI D UHTXLUHPHQW WR SD\ DQ DPRXQW LQ WD[ RU ZKHQ D WD[ DVVHVVPHQW LV UDLVHG E\

WKH $XVWUDOLDQ 7D[DWLRQ 2IILFH �$72� DQG WKH $XVWUDOLDQ &XVWRPV 6HUYLFH �$&6�� 7KDW LV�

UHYHQXH LV RQO\ UHFRJQLVHG ZKHQ WKH WD[SD\HU PDNHV D VHOI�DVVHVVPHQW RU WKH $72�$&6

LVVXHV DQ DVVHVVPHQW� 7KLV GLIIHUV IURP WKH PHWKRG XVHG IRU UHFRUGLQJ WD[DWLRQ UHYHQXH LQ

SUHYLRXV DFFUXDO RXWFRPH UHSRUWV�

,Q RUGHU WR HQVXUH WKDW DOO GLYLGHQGV DUH UHSRUWHG RQ D FRQVLVWHQW EDVLV� LQ WKH %XGJHW

)LQDQFLDO 6WDWHPHQWV IRU WKH IRUHFDVW \HDUV� GLYLGHQGV DUH UHFRUGHG LQ WKH \HDU WKDW WKH\ DUH

GHFODUHG� UDWKHU WKDQ WKH \HDU LQ ZKLFK WKH LQFRPH ZDV HDUQHG� )RU WKH 5%$ GLYLGHQG WKLV

WUHDWPHQW GLIIHUV IURP WKDW DSSOLHG LQ WKH ������� &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWV�

7KH &RPPRQZHDOWK FROOHFWV D QXPEHU RI WD[HV RQ DQ DJHQF\ EDVLV IRU WKH 6WDWHV DQG

7HUULWRULHV� SULQFLSDOO\ 5HYHQXH 5HSODFHPHQW 7D[HV �ZKLFK UHSODFHG EXVLQHVV IUDQFKLVH

IHHV�� PLUURU WD[HV RQ &RPPRQZHDOWK SODFHV DQG IURP � -XO\ ����� WKH JRRGV DQG VHUYLFHV



����

WD[� 7KH UHYHQXH IURP WKHVH WD[HV LV SDVVHG WR 6WDWH DQG 7HUULWRU\ *RYHUQPHQWV �ZLWK DQ

DGMXVWPHQW IRU DGPLQLVWUDWLRQ FRVWV LQ WKH FDVH RI 5HYHQXH 5HSODFHPHQW WD[HV�� $$6��

DQG RWKHU UHOHYDQW DFFRXQWLQJ VWDQGDUGV ZRXOG VXJJHVW WKH JURVV DPRXQW RI WKHVH WD[HV EH

LQFOXGHG LQ WKH &RPPRQZHDOWK·V ILQDQFLDO VWDWHPHQWV� +RZHYHU� JLYHQ WKH

&RPPRQZHDOWK·V DJHQF\ UROH LQ WKH FROOHFWLRQ RI WKHVH WD[HV� WKH DFFUXHG UHYHQXHV DQG

DVVRFLDWHG SD\PHQWV WR WKH 6WDWHV DQG 7HUULWRULHV DUH QRW UHFRUGHG LQ WKH EXGJHW HVWLPDWHV�

1RWH �� ,QGLUHFW 7D[

(VWLPDWHV 3URMHFWLRQV

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

$P $P $P $P $P

6DOHV WD[ ����� ����� ���� ��� ���

2I ZKLFK 5HYHQXH 5HSODFHPHQW ���� ���� �� � �

/HVV WUDQVIHUV WR 6WDWHV DQG 7HUULWRULHV LQ

UHODWLRQ WR UHYHQXH UHSODFHPHQW

��� ���� �� � �

6DOHV WD[ UHYHQXH ����� ����� ���� ��� ���

([FLVH GXW\ ����� ����� ����� ����� �����

2I ZKLFK 5HYHQXH UHSODFHPHQW ���� ���� ��� � �

/HVV WUDQVIHUV WR 6WDWHV DQG 7HUULWRULHV LQ

UHODWLRQ WR UHYHQXH UHSODFHPHQW

���� ���� ��� � �

([FLVH GXW\ UHYHQXH ����� ����� ����� ����� �����

&XVWRPV GXW\ ���� ���� ���� ���� ����

2I ZKLFK 5HYHQXH UHSODFHPHQW ��� ��� � � �

/HVV WUDQVIHUV WR 6WDWHV DQG 7HUULWRULHV LQ

UHODWLRQ WR UHYHQXH UHSODFHPHQW

��� ��� � � �

&XVWRPV GXW\ UHYHQXH ���� ���� ���� ���� ����

*67 UHYHQXH ����� ����� �����

/HVV WUDQVIHUV WR 6WDWHV DQG 7HUULWRULHV LQ

UHODWLRQ WR *67 UHYHQXH

����� ����� �����

*67 UHYHQXH � � �

0LUURU WD[HV ��� ��� ��� ��� ���

/HVV WUDQVIHUV WR 6WDWHV DQG 7HUULWRULHV LQ

UHODWLRQ WR PLUURU UHYHQXH

��� ��� ��� ��� ���

0LUURU WD[ UHYHQXH � � � � �

,QGLUHFW WD[ UHYHQXH ����� ����� ����� ����� �����



����

1RWH �� ,QWHUHVW DQG 'LYLGHQGV

(VWLPDWHV 3URMHFWLRQV

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

$P $P $P $P $P

,QWHUHVW

,QWHUHVW IURP RWKHU JRYHUQPHQWV

6WDWH DQG 7HUULWRU\ GHEW ��� ��� ��� �� ��

+RXVLQJ DJUHHPHQWV ��� ��� ��� ��� ���

7RWDO LQWHUHVW IURP RWKHU JRYHUQPHQWV ��� ��� ��� ��� ���

,QWHUHVW IURP RWKHU VRXUFHV

6ZDS LQWHUHVW ���� ���� ���� ���� ����

$GYDQFHV �� �� �� �� ��

'HSRVLWV � �� �� �� ��

%LOOV UHFHLYDEOH � � � � �

%DQN GHSRVLWV �� ��� ��� ��� ���

2WKHU ��� ��� ��� ��� ����

7RWDO LQWHUHVW IURP RWKHU VRXUFHV ���� ���� ���� ���� ����

7RWDO LQWHUHVW ���� ���� ���� ���� ����

'LYLGHQGV

'LYLGHQGV IURP DVVRFLDWHG HQWLWLHV ���� ���� ���� ���� ����

2WKHU GLYLGHQGV ��� ��� �� ��� ���

7RWDO GLYLGHQGV ���� ���� ���� ���� ����

7RWDO LQWHUHVW DQG GLYLGHQGV ���� ���� ���� ���� ����

1RWH �� 2WKHU 6RXUFHV RI 1RQ�WD[DWLRQ 5HYHQXHV

(VWLPDWHV 3URMHFWLRQV

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

$P $P $P $P $P

,QGXVWU\ FRQWULEXWLRQV ��� ��� ��� ��� ���

,QGH[DWLRQ RI +(&6 UHFHLYDEOH DQG $8678'<

ORDQV �� ��� ��� ��� ���

,QWHUQDWLRQDO 0RQHWDU\ )XQG UHODWHG UHYHQXH �� �� �� �� ��

2WKHU ���� ���� ���� ���� ����

7RWDO RWKHU VRXUFHV RI QRQ�WD[DWLRQ UHYHQXHV ���� ���� ���� ���� ����



����

1RWH �� (PSOR\HHV

(VWLPDWHV 3URMHFWLRQV

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

$P $P $P $P $P

6DODULHV DQG ZDJHV ���� ���� ���� ���� ����

6XSHUDQQXDWLRQ� ���� ���� ���� ���� ����

/HDYH DQG RWKHU HQWLWOHPHQWV ��� ��� ��� ��� ���

6HSDUDWLRQV DQG UHGXQGDQFLHV ��� �� �� �� ��

:RUNHUV FRPSHQVDWLRQ SUHPLXPV �� �� �� �� ��

2WKHU ���� ���� ���� ���� ����

7RWDO HPSOR\HHV ����� ����� ����� ����� �����

1RWH �� 6XSSOLHUV

(VWLPDWHV 3URMHFWLRQV

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

$P $P $P $P $P

6XSSO\ RI JRRGV DQG VHUYLFHV ���� ����� ���� ���� ����

2SHUDWLQJ OHDVH UHQWDO H[SHQVHV ��� ��� ��� ��� ���

2WKHU ���� ���� ���� ���� ����

7RWDO VXSSOLHUV ����� ����� ����� ����� �����

1RWH �� 'HSUHFLDWLRQ DQG $PRUWLVDWLRQ

(VWLPDWHV 3URMHFWLRQV

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

$P $P $P $P $P

'HSUHFLDWLRQ

6SHFLDOLVW PLOLWDU\ HTXLSPHQW ���� ���� ���� ���� ����

%XLOGLQJV ��� ��� ��� ��� ���

2WKHU LQIUDVWUXFWXUH� SODQW DQG HTXLSPHQW ��� ��� ��� ��� ���

7RWDO GHSUHFLDWLRQ ���� ���� ���� ���� ����

7RWDO DPRUWLVDWLRQ ��� ��� ��� ��� ���

7RWDO GHSUHFLDWLRQ DQG DPRUWLVDWLRQ ���� ���� ���� ���� ����

� 7KH DPRXQWV FRQWDLQHG LQ WKLV QRWH GR QRW UHIOHFW WKH &RPPRQZHDOWK
V WRWDO VXSHUDQQXDWLRQ H[SHQVH�

7KDW FDQ EH REWDLQHG IURP WKH *)6 RSHUDWLQJ VWDWHPHQW �VXSHUDQQXDWLRQ H[SHQVH DQG VXSHUDQQXDWLRQ

LQWHUHVW� LQ 6WDWHPHQW ��



����

1RWH �� *UDQWV

(VWLPDWHV 3URMHFWLRQV

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

$P $P $P $P $P

6WDWH DQG 7HUULWRU\ *RYHUQPHQWV ����� ����� ����� ����� �����

1RQ�SURILW RUJDQLVDWLRQV ���� ���� ���� ���� ����

2YHUVHDV ��� ��� ��� ��� ���

3ULYDWH VHFWRU ��� ��� ��� ��� ���

/RFDO JRYHUQPHQWV � ��� ��� ��� ���

2WKHU ���� ���� ���� ���� ����

7RWDO JUDQWV ����� ����� ����� ����� �����

1RWH �� 2WKHU 1RQ�ILQDQFLDO $VVHWV

(VWLPDWHV 3URMHFWLRQV

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

$P $P $P $P $P

3UHSD\PHQWV ��� ��� ��� ��� ���

2WKHU ��� ��� ��� ��� ���

7RWDO RWKHU QRQ�ILQDQFLDO DVVHWV ���� ���� ���� ���� ����

1RWH ��� (PSOR\HH /LDELOLWLHV

(VWLPDWHV 3URMHFWLRQV

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

$P $P $P $P $P

6XSHUDQQXDWLRQ ����� ����� ����� ����� �����

/HDYH DQG RWKHU HQWLWOHPHQWV ���� ���� ���� ���� ����

$FFUXHG VDODULHV DQG ZDJHV ��� ��� ��� ��� ���

:RUNHUV FRPSHQVDWLRQ FODLPV ���� ���� ���� ���� ����

6HSDUDWLRQV DQG UHGXQGDQFLHV �� �� �� �� ��

:RUNHUV FRPSHQVDWLRQ SUHPLXPV � � � � �

2WKHU �� �� �� �� ��

7RWDO HPSOR\HH HQWLWOHPHQWV ����� ����� ����� ����� �����



����

1RWH ��� *UDQWV 3D\DEOH

(VWLPDWHV 3URMHFWLRQV

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

$P $P $P $P $P

6WDWH DQG 7HUULWRU\ *RYHUQPHQWV ���� ���� ���� ���� ����

1RQ�SURILW RUJDQLVDWLRQV �� �� � � �

3ULYDWH VHFWRU � � � � �

2YHUVHDV ���� ���� ���� ���� ���

/RFDO JRYHUQPHQWV � � � � �

2WKHU ���� ���� ���� ���� ����

7RWDO JUDQWV SD\DEOH ���� ���� ���� ���� ����

1RWH ��� *RYHUQPHQW 6HFXULWLHV

7UDQVDFWLRQV UHODWLQJ WR JRYHUQPHQW VHFXULWLHV DQG ILQDQFLDO DVVHWV DFTXLUHG IRU GHEW

PDQDJHPHQW SXUSRVHV KDYH EHHQ QHWWHG LQ WKH VWDWHPHQWV RI ILQDQFLDO SRVLWLRQ DQG FDVK

IORZV� ,Q WKH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ� WKH ILQDQFLDO DVVHWV� LQYHVWPHQWV FDWHJRU\

H[FOXGHV ILQDQFLDO DVVHWV DFTXLUHG IRU GHEW PDQDJHPHQW SXUSRVHV� ZKLOH WKH GHEW�

JRYHUQPHQW VHFXULWLHV FDWHJRU\ LV VKRZQ QHW RI ILQDQFLDO DVVHWV DFTXLUHG IRU GHEW

PDQDJHPHQW SXUSRVHV� /LNHZLVH� LQ WKH VWDWHPHQW RI FDVK IORZV� WKH LQYHVWLQJ DFWLYLWLHV�

FDVK XVHG� RWKHU FDWHJRU\ H[FOXGHV FDVK XVHG WR DFTXLUH ILQDQFLDO DVVHWV IRU GHEW

PDQDJHPHQW SXUSRVHV ZKLOH WKH ILQDQFLQJ DFWLYLWLHV� FDVK XVHG� UHSD\PHQW RI

ERUURZLQJV FDWHJRU\ LQFOXGHV FDVK XVHG WR DFTXLUH ILQDQFLDO DVVHWV IRU GHEW PDQDJHPHQW

SXUSRVHV�

7KLV QHWWLQJ WUHDWPHQW KDV EHHQ DSSOLHG EHFDXVH RI WKH FRQVLGHUDEOH XQFHUWDLQW\ DVVRFLDWHG

ZLWK WKH VSOLW EHWZHHQ JRYHUQPHQW VHFXULWLHV DQG ILQDQFLDO DVVHWV DFTXLUHG IRU GHEW

PDQDJHPHQW SXUSRVHV� 'HEW PDQDJHPHQW VWUDWHJLHV LQ UHVSHFW RI JRYHUQPHQW VHFXULWLHV

DQG ILQDQFLDO DVVHWV DUH KLJKO\ GHSHQGHQW RQ SUHYDLOLQJ PDUNHW FRQGLWLRQV DQG RWKHU

IDFWRUV� 7KH EDODQFH WR EH VWUXFN EHWZHHQ JURVV GHEW UHWLUHPHQW DQG ILQDQFLDO DVVHW

DFTXLVLWLRQ FDQQRW EH DFFXUDWHO\ HVWLPDWHG LQ DGYDQFH�

1RWH ��� 7D[HV )HHV DQG )LQHV

(VWLPDWHV 3URMHFWLRQV

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

$P $P $P $P $P

7RWDO WD[HV IHHV DQG ILQHV ������ ������ ������ ������ ������

/HVV SD\PHQWV WR 6WDWHV DQG 7HUULWRULHV LQ UHODWLRQ

WR UHYHQXH UHSODFHPHQW

���� ���� ��� � �

/HVV SD\PHQWV WR 6WDWHV DQG 7HUULWRULHV LQ UHODWLRQ

WR *67 UHYHQXH

� � ����� ����� �����

/HVV SD\PHQWV WR 6WDWHV DQG 7HUULWRULHV LQ UHODWLRQ

WR PLUURU WD[ UHYHQXH

� ��� ��� ��� ���

7D[HV IHHV DQG ILQHV ������ ������ ������ ������ ������
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$SSHQGL[�%���6HQVLWLYLW\�RI�)LVFDO�$JJUHJDWHV
WR�(FRQRPLF�'HYHORSPHQWV

7DEOH %� SURYLGHV D JXLGH WR WKH VHQVLWLYLW\ RI WKH IRUZDUG HVWLPDWHV RI H[SHQVHV DQG

UHYHQXH WR YDULDWLRQV LQ HFRQRPLF SDUDPHWHUV LQ ���������� ,W LV LPSRUWDQW WR UHFRJQLVH

WKDW WKH HVWLPDWHV SUHVHQWHG LQ WKH WDEOH SURYLGH RQO\ D ¶UXOH RI WKXPE· LQGLFDWLRQ RI WKH

LPSDFW RQ WKH EXGJHW RI FKDQJHV LQ HFRQRPLF DQG RWKHU SDUDPHWHUV�

7DEOH %�� 6HQVLWLYLW\ RI )LQDQFLDO $JJUHJDWHV WR &KDQJHV

LQ (FRQRPLF 3DUDPHWHUV

������� ������� ������� �������

$P $P $P $P
([SHQVHV

3ULFHV ��� ��� ��� ���

:DJHV �� ��� ��� ���

8QHPSOR\PHQW %HQHILW 5HFLSLHQWV ��� ��� ��� ���

6DIHW\ 1HW $GMXVWPHQW �� ��� ��� ���

5HYHQXH

3ULFHV �� ��� ��� ���

:DJHV ���� ���� ���� ����

(PSOR\PHQW ��� ��� ��� ���

3ULYDWH )LQDO 'HPDQG ��� ��� ��� ���

(;3(16(6

2Q WKH H[SHQVHV VLGH� WKH VHQVLWLYLW\ DQDO\VLV RI WKH HVWLPDWHV SURYLGHV IRU WKH IROORZLQJ

DVVXPSWLRQV DERXW FKDQJHV WR IRXU EURDG JURXSV RI SDUDPHWHUV�

x SULFHV ³ DOO SULFH GHIODWRUV DUH DVVXPHG WR LQFUHDVH E\ RQH SHUFHQWDJH SRLQW DW WKH VWDUW

RI WKH 6HSWHPEHU TXDUWHU ����� ZLWK ZDJH GHIODWRUV OHIW XQFKDQJHG�

x ZDJHV ³ DOO ZDJH DQG VDODU\ UDWHV DUH DVVXPHG WR LQFUHDVH E\ RQH SHUFHQWDJH SRLQW

IURP WKH EHJLQQLQJ RI WKH 6HSWHPEHU TXDUWHU ����� ZLWK SULFH GHIODWRUV OHIW XQFKDQJHG�

x XQHPSOR\PHQW EHQHILW UHFLSLHQWV �LQFOXGHV 1HZVWDUW $OORZDQFH DQG XQHPSOR\HG

<RXWK $OORZDQFH UHFLSLHQWV� ³ WKH WRWDO QXPEHU RI UHFLSLHQWV LV DVVXPHG WR LQFUHDVH

E\ � SHU FHQW IURP WKH EHJLQQLQJ RI WKH 6HSWHPEHU TXDUWHU ����� DQG

x 6DIHW\ 1HW $GMXVWPHQW ³ WKH 6DIHW\ 1HW $GMXVWPHQW �61$� GHWHUPLQHG E\ WKH

$XVWUDOLDQ ,QGXVWULDO 5HODWLRQV &RPPLVVLRQ �$,5&� LV DVVXPHG WR LQFUHDVH E\

$� SHU ZHHN LQ WKH EXGJHW DQG IRUZDUG \HDUV IURP WKH ������� ILQDQFLDO \HDU� 7KH 61$

LV XVHG LQ WKH FDOFXODWLRQ RI :DJH &RVW ,QGH[HV� &KDQJLQJ WKH 61$ LQ WKH ������� \HDU

ZLOO SURGXFH D IXOO \HDU LPSDFW LQ WKH EXGJHW \HDU ������������



����

,Q DGGLWLRQ� DERXW $�� ELOOLRQ RI H[SHQVHV� FRPSULVLQJ DJHQF\ GHSDUWPHQWDO H[SHQVHV�

RWKHU &RPPRQZHDOWK 2ZQ 3XUSRVH ([SHQVHV RI D GHSDUWPHQWDO H[SHQVH QDWXUH DQG

6SHFLILF 3XUSRVH 3D\PHQWV WR WKH 6WDWHV RI D GHSDUWPHQWDO H[SHQVH QDWXUH� DUH LQGH[HG WR

ZHLJKWHG DYHUDJHV RI PRYHPHQWV LQ XQGHUO\LQJ LQIODWLRQ DQG WKH 61$ GHWHUPLQHG E\ WKH

$,5&�

7KH SURILOH RI WKH SULFHV VHQVLWLYLW\ KDV FKDQJHG ZKHQ FRPSDUHG WR SUHYLRXV DQDO\VLV� 7KLV

LV SULPDULO\ GXH WR WKH LQWURGXFWLRQ RI $ 1HZ 7D[ 6\VWHP DQG LWV LQWHUDFWLRQ ZLWK ILQDQFLDO

DVVLVWDQFH JUDQWV WR WKH 6WDWHV� 7KLV KDV WKH PRVW LPSDFW GXULQJ WKH WUDQVLWLRQ SHULRG LQ

������� DQG �������� 7KHUH DUH DOVR IORZ�RQ HIIHFWV WR RWKHU DFFRXQWV �RWKHU WKDQ

H[SHQVHV� ZKLFK DUH QRW LQFOXGHG LQ WKH DERYH DQDO\VLV�

7KH QXPEHU RI XQHPSOR\PHQW EHQHILW UHFLSLHQWV� DQG WKHUHIRUH WKH WRWDO VSHQGLQJ RQ

EHQHILWV� LV DIIHFWHG E\ HFRQRPLF JURZWK DQG HPSOR\PHQW JURZWK� +RZHYHU� WKH

UHODWLRQVKLS EHWZHHQ *'3 JURZWK DQG XQHPSOR\PHQW EHQHILW UHFLSLHQWV LV KLJKO\ YDULDEOH

DQG GLIILFXOW WR TXDQWLI\� )RU WKLV UHDVRQ� 7DEOH %� RQO\ LQFOXGHV WKH LPSDFW RI FKDQJHV LQ

WKH QXPEHU RI XQHPSOR\PHQW EHQHILW UHFLSLHQWV �LH 1HZVWDUW $OORZDQFH DQG XQHPSOR\HG

<RXWK $OORZDQFH UHFLSLHQWV� RQ WKH HVWLPDWHV�

5(9(18(

7KH DVVXPSWLRQV XQGHUO\LQJ WKH VHQVLWLYLW\ RI WKH UHYHQXH HVWLPDWHV WR FKDQJHV LQ SULFHV

DQG ZDJHV DUH LGHQWLFDO WR WKRVH XVHG IRU H[SHQVHV� ,Q HDFK FDVH� WKH DQDO\VLV SUHVHQWV WKH

HVWLPDWHG HIIHFWV RI FKDQJH LQ RQH HFRQRPLF YDULDEOH RQO\� DQG GRHV QRW DWWHPSW WR

FDSWXUH WKH OLQNDJHV EHWZHHQ HFRQRPLF YDULDEOHV WKDW FKDUDFWHULVH FKDQJHV LQ WKH HFRQRP\

PRUH EURDGO\�

7KH UHYHQXH HIIHFWV RI FKDQJHV LQ HPSOR\PHQW DQG SULYDWH ILQDO GHPDQG VKRZ WKH HIIHFW

RI WKH IROORZLQJ DVVXPSWLRQV�

x HPSOR\PHQW ³ LI WKH OHYHO RI HPSOR\PHQW LV DVVXPHG WR LQFUHDVH E\ RQH SHU FHQW

IURP WKH EHJLQQLQJ RI WKH 6HSWHPEHU TXDUWHU ����� ZLWK QR FKDQJH LQ WKH FRPSRVLWLRQ

RI GHPDQG� DQG

x SULYDWH ILQDO GHPDQG �FRQVXPSWLRQ SOXV LQYHVWPHQW� ³ LI WKH OHYHO RI SULYDWH ILQDO

GHPDQG LV DVVXPHG WR LQFUHDVH E\ RQH SHU FHQW IURP WKH EHJLQQLQJ RI WKH 6HSWHPEHU

TXDUWHU ����� ZLWK QR FKDQJH LQ WKH FRPSRVLWLRQ RI GHPDQG�

&KDQJHV LQ SULFHV DIIHFW UHYHQXH WKURXJK FKDQJHV LQ H[FLVH UHYHQXH� &KDQJHV WR

DUUDQJHPHQWV UHODWLQJ WR EXVLQHVV IUDQFKLVH IHH UHSODFHPHQW WD[HV DQQRXQFHG LQ $ 1HZ
7D[ 6\VWHP UHVXOW LQ ODUJHU FKDQJHV LQ H[FLVH UHYHQXH IRU D JLYHQ FKDQJH LQ SULFHV IURP

������� RQZDUGV�

&KDQJHV LQ ZDJHV DQG HPSOR\PHQW IHHG WKURXJK TXLFNO\ LQWR WD[ UHYHQXH ODUJHO\ WKURXJK

LQFUHDVHV LQ 3$<( WD[ FROOHFWLRQV� 7KH SHUVRQDO LQFRPH WD[ FXWV� ZKLFK FRPH LQWR HIIHFW

IURP �������� FDXVH VRPH UHGXFWLRQ LQ WKH VHQVLWLYLW\ RI UHYHQXH WR FKDQJHV LQ ZDJHV DQG

HPSOR\PHQW�



����

&KDQJHV LQ SULYDWH ILQDO GHPDQG DIIHFW UHYHQXH SUHGRPLQDQWO\ WKURXJK FKDQJHV LQ VDOHV

WD[ DQG H[FLVH FROOHFWLRQV� 7KH DEROLWLRQ RI :KROHVDOH 6DOHV 7D[ IURP ������� PHDQV WKDW

FKDQJHV LQ SULYDWH ILQDO GHPDQG KDYH D PXFK ORZHU LPSDFW RQ WKH UHYHQXH IURP WKDW \HDU�



����

$SSHQGL[�&��6WDWHPHQW�RI�5LVNV

29(59,(:

7KH IRUZDUG HVWLPDWHV RI UHYHQXH DQG H[SHQVHV LQ WKH ��������� %XGJHW LQFRUSRUDWH

DVVXPSWLRQV DQG MXGJHPHQWV EDVHG RQ LQIRUPDWLRQ DYDLODEOH DW WKH WLPH RI SXEOLFDWLRQ� $

UDQJH RI IDFWRUV PD\ LQIOXHQFH WKH DFWXDO EXGJHW RXWFRPH LQ IXWXUH \HDUV� 7KH &KDUWHU RI

%XGJHW +RQHVW\ $FW ���� UHTXLUHV WKHVH WR EH GLVFORVHG LQ D 6WDWHPHQW RI 5LVNV LQ HDFK

(FRQRPLF DQG )LVFDO 2XWORRN 5HSRUW� 7KH SXUSRVH RI WKLV GLVFORVXUH LV WR LQFUHDVH WKH

WUDQVSDUHQF\ RI WKH ILVFDO SURMHFWLRQV�

(YHQWV ZKLFK FRXOG DIIHFW ILVFDO RXWFRPHV LQFOXGH�

x FKDQJHV LQ HFRQRPLF DQG RWKHU SDUDPHWHUV�

x PDWWHUV ZKLFK KDYH QRW EHHQ LQFOXGHG LQ WKH ILVFDO IRUHFDVWV EHFDXVH RI XQFHUWDLQW\

DERXW WKHLU WLPLQJ� PDJQLWXGH RU ZKHWKHU WKH\ ZLOO HYHQWXDWH� DQG

x WKH UHDOLVDWLRQ RI FRQWLQJHQW OLDELOLWLHV�

(FRQRPLF DQG 2WKHU 3DUDPHWHUV

6RPH GHJUHH RI XQFHUWDLQW\ LV DWWDFKHG WR EXGJHW WLPH DQG IRUZDUG HVWLPDWHV IRU ERWK

UHYHQXHV DQG H[SHQVHV� )RU H[DPSOH� SDVW H[SHULHQFH LQGLFDWHV WKDW WKH DFWXDO UHYHQXH

RXWFRPH FRXOG YDU\ IURP WKH LQLWLDO HVWLPDWH E\ DERXW �ô SHU FHQW RQ DYHUDJH IRU WKH

EXGJHW \HDU�

7KH PDMRU IDFWRU LQIOXHQFLQJ H[SHFWHG H[SHQVHV DQG UHYHQXHV LQ DQ\ \HDU LV W\SLFDOO\

FKDQJHV LQ IRUHFDVWV RI HFRQRPLF DQG QRQ�HFRQRPLF SDUDPHWHUV� 2YHU WLPH� GLIIHUHQFHV

EHWZHHQ WKH HFRQRPLF SDUDPHWHU IRUHFDVWV DQG RXWFRPHV KDYH QRW FDXVHG DQ\ FOHDU ELDV

WRZDUG XQGHUVWDWHPHQW RU RYHUVWDWHPHQW RI H[SHQVHV DQG UHYHQXH ³ DQG WKHUHIRUH WKH

EXGJHW EDODQFH� 7KH VHQVLWLYLW\ RI WKH HVWLPDWHV WR PDMRU HFRQRPLF SDUDPHWHUV �EXW QRW

RWKHU SDUDPHWHUV� LV GLVFXVVHG LQ $SSHQGL[ %�

'LIIHUHQFHV LQ QRQ�HFRQRPLF �SURJUDPPH�VSHFLILF� SDUDPHWHU IRUHFDVWV DQG RXWFRPHV

KDYH EHHQ ELDVHG WRZDUGV DQ XQGHUVWDWHPHQW RI H[SHQVHV LQ UHFHQW \HDUV� 7KLV \HDU�

FRQVLGHUDEOH HIIRUW KDV EHHQ PDGH WR UHGXFH WKH H[WHQW RI WKLV ELDV� 3URJUDPPH�VSHFLILF

SDUDPHWHUV DUH DVVXPSWLRQV XQGHUSLQQLQJ VRPH SDUWLFXODU SURJUDPPH HVWLPDWHV� HJ FOLHQW

QXPEHUV DQG�RU DYHUDJH UDWHV SD\DEOH RQ IDPLO\ SD\PHQWV� IDPLO\ WD[ SD\PHQWV DQG

GLVDELOLW\ VXSSRUW SHQVLRQ SURJUDPPHV� 7KH &RQWLQJHQF\ 5HVHUYH FRQWDLQV DQ DOORZDQFH

IRU WKLV FRQVHUYDWLYH ELDV�
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)LVFDO 5LVNV

)LVFDO ULVNV DUH JHQHUDO GHYHORSPHQWV RU VSHFLILF HYHQWV ZKLFK PD\ KDYH DQ HIIHFW RQ WKH

ILVFDO RXWORRN� ,Q VRPH FDVHV� WKH HYHQWV ZLOO VLPSO\ UDLVH WKH SRVVLELOLW\ RI VRPH ILVFDO

LPSDFW� ,Q RWKHU FDVHV� VRPH ILVFDO LPSDFW ZLOO EH UHDVRQDEO\ FHUWDLQ� EXW LW ZLOO QRW EH

LQFOXGHG LQ WKH IRUZDUG HVWLPDWHV EHFDXVH WKH WLPLQJ RU PDJQLWXGH LV QRW NQRZQ� )LVFDO

ULVNV PD\ DIIHFW H[SHQVHV DQG�RU UHYHQXH DQG PD\ EH SRVLWLYH RU QHJDWLYH�

6SHFLILF VRXUFHV RI ILVFDO ULVN LQFOXGH�

x OLWLJDWLRQ FXUUHQWO\ EHIRUH WKH FRXUWV� DQG

x SRVVLEOH 6HQDWH UHMHFWLRQ RU DPHQGPHQW RI EXGJHW PHDVXUHV RU RWKHU OHJLVODWLRQ

EHIRUH WKH 3DUOLDPHQW�

6RPH ILVFDO ULVNV DUH UHIOHFWHG LQ WKH &RQWLQJHQF\ 5HVHUYH DQG DUH WKHUHIRUH LQFOXGHG LQ

WKH DJJUHJDWH H[SHQVHV ILJXULQJ� 7KH &RQWLQJHQF\ 5HVHUYH LV DQ DOORZDQFH LQFOXGHG LQ

DJJUHJDWH H[SHQVHV WR UHIOHFW DQWLFLSDWHG HYHQWV ZKLFK FDQQRW EH DVVLJQHG WR LQGLYLGXDO

SURJUDPPHV DW EXGJHW WLPH� 7KHVH LWHPV DUH DOVR QRW LQFOXGHG LQ WKH 6WDWHPHQW RI 5LVNV�

)LVFDO ULVNV LQ WKH &RQWLQJHQF\ 5HVHUYH LQFOXGH H[SHFWHG UXQQLQJ FRVWV FDUU\RYHUV IURP

������� WR ���������� DQG DOORZDQFHV IRU WKH HVWDEOLVKHG WHQGHQF\ IRU HVWLPDWHV RI VRPH

SURJUDPPH H[SHQGLWXUH WR EH RYHUVWDWHG LQ WKH EXGJHW \HDU DQG XQGHUVWDWHG LQ WKH

IRUZDUG \HDUV�

0DWWHUV WKDW DUH QRW FXUUHQWO\ XQGHU DFWLYH FRQVLGHUDWLRQ E\ *RYHUQPHQW� RU SUHVVXUH

IURP LQWHUHVWV RXWVLGH WKH *RYHUQPHQW IRU FKDQJHV LQ VSHQGLQJ OHYHOV� DUH QRW WUHDWHG DV

ILVFDO ULVNV�

&RQWLQJHQW /LDELOLWLHV

&RQWLQJHQW OLDELOLWLHV GLIIHU IURP ILVFDO ULVNV LQ WKDW WKH\ DUH JHQHUDOO\ PRUH UHDGLO\

TXDQWLILDEOH DQG FOHDUO\ GHILQHG�

&RQWLQJHQW OLDELOLWLHV DUH GHILQHG DV FRVWV WKH *RYHUQPHQW ZLOO KDYH WR IDFH LI D SDUWLFXODU

HYHQW RFFXUV� 7KH\ LQFOXGH ORDQ JXDUDQWHHV� QRQ�ORDQ JXDUDQWHHV� ZDUUDQWLHV� LQGHPQLWLHV�

XQFDOOHG FDSLWDO DQG OHWWHUV RI FRPIRUW�

7KH &RPPRQZHDOWK·V PDMRU H[SRVXUH WR FRQWLQJHQW OLDELOLWLHV DULVHV RXW RI OHJLVODWLRQ

SURYLGLQJ JXDUDQWHHV RYHU FHUWDLQ OLDELOLWLHV RI &RPPRQZHDOWK FRQWUROOHG ILQDQFLDO

LQVWLWXWLRQV �LH WKH 5HVHUYH %DQN RI $XVWUDOLD �5%$� DQG WKH ([SRUW )LQDQFH DQG

,QVXUDQFH &RUSRUDWLRQ� DQG WKH QRZ IXOO\ SULYDWLVHG &RPPRQZHDOWK %DQN RI $XVWUDOLD�

2WKHU VXEVWDQWLDO QRQ�ORDQ JXDUDQWHHV LQFOXGH JXDUDQWHHG SD\PHQWV IURP 7HOVWUD

&RUSRUDWLRQ /WG WR WKH 7HOVWUD 6XSHUDQQXDWLRQ 6FKHPH�

7KH VWUDWHJLHV IRU PDQDJLQJ WKHVH H[SRVXUHV DUH DLPHG DW HQVXULQJ WKH XQGHUO\LQJ VWUHQJWK

DQG YLDELOLW\ RI WKH HQWLWLHV� VR WKDW WKH JXDUDQWHHV DUH QRW WULJJHUHG� 6LPLODU VWUDWHJLHV DSSO\

WR HQWLWLHV QRW VXEMHFW WR H[SOLFLW JXDUDQWHHV�
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2WKHU DUUDQJHPHQWV DUH LQ SODFH WR JRYHUQ WKH HQWHULQJ LQWR� DQG PRQLWRULQJ RI�

FRQWLQJHQW OLDELOLWLHV VXFK DV LQGHPQLWLHV DQG XQFDOOHG FDSLWDO� 8QFDOOHG FDSLWDO LV SULPDULO\

DVVRFLDWHG ZLWK LQWHUQDWLRQDO ILQDQFLDO LQVWLWXWLRQV VXFK DV WKH ,QWHUQDWLRQDO %DQN IRU

5HFRQVWUXFWLRQ DQG 'HYHORSPHQW� WKH $VLDQ 'HYHORSPHQW %DQN DQG WKH (XURSHDQ %DQN

IRU 5HFRQVWUXFWLRQ DQG 'HYHORSPHQW� $UUDQJHPHQWV IRU FDSLWDO FRQWULEXWLRQV� LQFOXGLQJ

FRQWLQJHQW OLDELOLWLHV� DUH DSSURYHG E\ 3DUOLDPHQW DQG UHSRUWV RQ WKH LQVWLWXWLRQV DUH

SURYLGHG DQQXDOO\ E\ WKH *RYHUQPHQW WR 3DUOLDPHQW�

&RQVLVWHQW ZLWK $XVWUDOLDQ %XUHDX RI 6WDWLVWLFV �$%6� VWDQGDUGV� WUDQVDFWLRQV FRQFHUQHG

ZLWK WKH PDQDJHPHQW RI LQWHUQDWLRQDO UHVHUYHV DQG WKH PRQHWDU\ V\VWHP DUH FODVVLILHG DV

ILQDQFLQJ WUDQVDFWLRQV �DQG GR QRW LPSDFW RQ WKH ILVFDO RU RSHUDWLQJ EDODQFH�� 7KHUHIRUH�

FRQWLQJHQW OLDELOLWLHV �DQG DVVHWV� ZLWK WKH ,QWHUQDWLRQDO 0RQHWDU\ )XQG �,0)� DUH QRW

VKRZQ EHORZ�

'HWDLOV RI )LVFDO 5LVNV DQG &RQWLQJHQW /LDELOLWLHV

)LVFDO ULVNV DQG FRQWLQJHQW OLDELOLWLHV ZLWK D SRVVLEOH LPSDFW RQ WKH IRUZDUG HVWLPDWHV

JUHDWHU WKDQ $�� PLOOLRQ LQ DQ\ RQH \HDU� RU $�� PLOOLRQ RYHU WKH IRUZDUG HVWLPDWHV SHULRG�

DUH OLVWHG EHORZ� ,QIRUPDWLRQ RQ ILVFDO ULVNV WDNHV DFFRXQW RI GHFLVLRQV RI 3DUOLDPHQW DQG

RWKHU GHYHORSPHQWV XS WR WKH FORVH RI SDUOLDPHQWDU\ EXVLQHVV RQ �� $SULO ����� ,Q

JHQHUDO� LQIRUPDWLRQ RQ FRQWLQJHQW OLDELOLWLHV LV EDVHG RQ LQIRUPDWLRQ SURYLGHG E\

GHSDUWPHQWV DQG DJHQFLHV DQG LV FXUUHQW WR �� 0DUFK ���� �RU D ODWHU GDWH DV LQGLFDWHG

ZKHUH WKDW LQIRUPDWLRQ LV DYDLODEOH�� +RZHYHU� IRU WKH JXDUDQWHHV XQGHU WKH &RPPRQZHDOWK

%DQN 6DOH $FW ���� DQG WKH 7HOVWUD &RUSRUDWLRQ /WG VXSHUDQQXDWLRQ JXDUDQWHH� WKH ODWHVW

UHOLDEOH LQIRUPDWLRQ DYDLODEOH RQ WKH EDODQFH RI JXDUDQWHHV RXWVWDQGLQJ ZDV DW WKH HQG RI

-XQH �����

,QIRUPDWLRQ RQ FRQWLQJHQW OLDELOLWLHV LV SURYLGHG LQ DQQXDO ILQDQFLDO VWDWHPHQWV RI

GHSDUWPHQWV DQG QRQ�EXGJHW HQWLWLHV�

)LVFDO 5LVNV ² 5HYHQXH

5HYHQXH IRUHFDVWV� OLNH DOO IRUHFDVWV� DUH VXEMHFW WR D PDUJLQ RI HUURU� 2YHU WKH SUHYLRXV

WHQ \HDUV� WKH DYHUDJH DEVROXWH HUURU LQ WKH IRUHFDVW RI UHYHQXH LQ WKH EXGJHW \HDU KDV EHHQ

LQ WKH RUGHU RI �ô SHU FHQW�

7KH DYHUDJH IRUHFDVW HUURU� PHDVXUHG UHODWLYH WR WKH WD[ EDVH EHLQJ IRUHFDVW� LV HYHQ KLJKHU

IRU VRPH FRPSRQHQWV RI WKH WD[ EDVH� 7KLV LV SDUWLFXODUO\ HYLGHQW IRU WKH ¶&RPSDQ\· DQG

¶2WKHU ,QGLYLGXDOV· WD[ EDVHV� SDUWO\ UHIOHFWLQJ WKH UHDFWLRQ RI WKHVH SD\HUV WR WD[ FKDQJHV�

DQG WKH ZD\ FDSLWDO ORVVHV RU JDLQV DUH UHDOLVHG VR DV WR PLQLPLVH WD[ SD\PHQWV�

$Q LPSOLFDWLRQ RI WKH GHJUHH RI XQFHUWDLQW\ VXUURXQGLQJ WKH UHYHQXH IRUHFDVWV LV WKDW�

ZKLOH PDQ\ RI WKH IRUHFDVWV DUH UHSRUWHG WR WKH QHDUHVW WHQ PLOOLRQ GROODUV IRU EXGJHW

DFFRXQWLQJ SXUSRVHV� WKH\ VKRXOG QRW EH LQWHUSUHWHG DV LPSO\LQJ DQ HTXLYDOHQW OHYHO RI

IRUHFDVW SUHFLVLRQ�
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7KH YDULRXV ULVNV LQIOXHQFLQJ WKH DFFXUDF\ RI WKH UHYHQXH IRUHFDVWV DUH RXWOLQHG EHORZ�

7D[ 5HIRUP

 2Q �� $XJXVW ����� WKH *RYHUQPHQW DQQRXQFHG LWV WD[DWLRQ UHIRUP SDFNDJH� $ 1HZ 7D[
6\VWHP� 7KH UHIRUPV HQFRPSDVV ERWK H[SHQVH DQG UHYHQXH PHDVXUHV� .H\ UHYHQXH
PHDVXUHV LQFOXGH� ORZHU SHUVRQDO LQFRPH WD[ UDWHV� DEROLWLRQ RI :KROHVDOH 6DOHV 7D[
�:67�� DEROLWLRQ RI QLQH 6WDWH DQG 7HUULWRU\ WD[HV� LQWURGXFWLRQ RI D *RRGV DQG 6HUYLFHV
7D[ �*67�� DQG UHIRUP RI EXVLQHVV WD[HV�

7KH IRUZDUG HVWLPDWHV IXOO\ LQFRUSRUDWH WKH UHYHQXH HIIHFWV RI WKH WD[DWLRQ UHIRUP
SDFNDJH� 7R WKH H[WHQW WKDW WKH LPSOHPHQWDWLRQ RI WKH *RYHUQPHQW·V SDFNDJH YDULHV IURP
WKDW DQQRXQFHG WKHUH PD\ EH DQ LPSDFW RQ IXWXUH UHYHQXH FROOHFWLRQV�

,QGLUHFW 7D[ &KDQJHV

$ NH\ HOHPHQW RI WD[ UHIRUP LV WKH LQWURGXFWLRQ RI D *67 ZKLFK ZLOO HQDEOH WKH DEROLWLRQ
RI :67 DQG D VHULHV RI 6WDWH DQG 7HUULWRU\ WD[HV� 5HMHFWLRQ RI WKH OHJLVODWLRQ RU VLJQLILFDQW
DPHQGPHQWV ZRXOG MHRUSDUGLVH WKH SURSRVDO DQG FRXOG DPRXQW WR D VHULRXV ILVFDO ULVN�

5HYLHZ RI %XVLQHVV 7D[DWLRQ

7KH 5HYLHZ RI %XVLQHVV 7D[DWLRQ LV GXH WR UHSRUW WR WKH *RYHUQPHQW QR ODWHU WKDQ
�� -XQH ����� ,WV WHUPV RI UHIHUHQFH UHTXLUH D UHYHQXH QHXWUDO SDFNDJH� 7KHUH ZLOO EH DQ
LPSDFW RQ UHYHQXH FROOHFWLRQV LI WKH SDFNDJH RI PHDVXUHV LPSOHPHQWHG LV QRW UHYHQXH
QHXWUDO HLWKHU LQ DJJUHJDWH RU LQ LQGLYLGXDO \HDUV�

7D[SD\HU %HKDYLRXU

7KH HVWLPDWHV RI UHYHQXH PDNH DQ DOORZDQFH IRU FKDQJHV LQ WD[SD\HU EHKDYLRXU LQ WKH
SHULRG EHIRUH WKH IXOO LPSOHPHQWDWLRQ RI WD[ UHIRUP� ,W LV� KRZHYHU� YHU\ GLIILFXOW WR
TXDQWLI\ WKH H[WHQW WR ZKLFK WD[SD\HUV ZLOO PDQDJH WKHLU DIIDLUV WR WDNH DGYDQWDJH RI
RSSRUWXQLWLHV WR PLQLPLVH WD[ RYHU WKLV SHULRG� 7R WKH H[WHQW WKDW WD[SD\HUV DUH DEOH WR
UHGXFH WD[ EH\RQG WKH IRUHFDVW DOORZDQFH� UHYHQXH ZLOO EH UHGXFHG�

 *HQHUDO 5LVNV

7KH IRUZDUG HVWLPDWHV RI UHYHQXH DUH VXEMHFW WR D QXPEHU RI JHQHUDO SUHVVXUHV ZKLFK FDQ
UHVXOW LQ ULVNV WR UHYHQXH FROOHFWLRQV� 7KHVH JHQHUDO SUHVVXUHV LQFOXGH� WD[ PLQLPLVDWLRQ
DQG DYRLGDQFH� LQFOXGLQJ WKH H[SORLWDWLRQ RI WD[ H[SHQGLWXUHV� ILQDQFLDO LQQRYDWLRQ�
LQWHUQDWLRQDOLVDWLRQ� GHYHORSPHQWV LQ FRPPXQLFDWLRQV WHFKQRORJ\ DQG ZRUNSODFH
DUUDQJHPHQWV� DQG FRXUW GHFLVLRQV� 7KHVH SUHVVXUHV PD\ UHVXOW LQ D VKLIW LQ WKH
FRPSRVLWLRQ RI UHYHQXH FROOHFWHG IURP WKH YDULRXV WD[ EDVHV DQG�RU D FKDQJH LQ WKH VL]H
RI WKH WD[ EDVH� 7KH UHYHQXH IRUHFDVWV PDNH ZKDW LV EHOLHYHG WR EH DQ DSSURSULDWH
DOORZDQFH IRU WKHVH IDFWRUV� JLYHQ WKH GDWD DYDLODEOH�

 7D[ PLQLPLVDWLRQ DQG DYRLGDQFH LQYROYHV WKH XVH RI SURYLVLRQV DQG ¶ORRSKROHV· LQ WKH
WD[ ODZ ZKLFK ZHUH QRW LQWHQGHG E\ SROLF\PDNHUV� ,Q WKH DEVHQFH RI FORVLQJ WKHVH RII� WKH
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UHYHQXH EDVH ZLOO VKULQN UHODWLYH WR WKDW SURMHFWHG LQ WKH IRUZDUG HVWLPDWHV� 7KH

*RYHUQPHQW LV FRPPLWWHG WR DGGUHVVLQJ WKHVH SUREOHPV E\ ZD\ RI D IXQGDPHQWDO WD[

UHIRUP SURJUDPPH WKDW KDV� DV RQH RI LWV DLPV� WKH IRUPDWLRQ RI D VLPSOHU DQG IDLUHU WD[

V\VWHP� $W WKH VDPH WLPH� WKH *RYHUQPHQW ZLOO FRQWLQXH WR WDNH OHJLVODWLYH DFWLRQ WR FORVH

RII VXFK VFKHPHV DV WKH\ DUH LGHQWLILHG� ,Q DGGLWLRQ� WKH $XVWUDOLDQ 7D[DWLRQ 2IILFH �$72�

ZLOO FRQWLQXH WR XQGHUWDNH H[WHQVLYH FRPSOLDQFH HQIRUFHPHQW ZRUN� LQFOXGLQJ SXUVXLQJ

PDWWHUV WKURXJK WKH FRXUWV� WR PDLQWDLQ WKH LQWHJULW\ RI WKH WD[ V\VWHP�

)LQDQFLDO LQQRYDWLRQ KDV LQFUHDVHG GUDPDWLFDOO\ GXULQJ WKH SDVW WZR GHFDGHV DQG WKH WD[

V\VWHP KDV JHQHUDOO\ QRW NHSW SDFH ZLWK WKHVH LQQRYDWLRQV� &RQVHTXHQWO\� XQFHUWDLQW\ KDV

DULVHQ RYHU WKH DSSOLFDWLRQ RI H[LVWLQJ ODZV WR QHZ DQG RIWHQ FRPSOH[ ILQDQFLDO

DUUDQJHPHQWV� $OVR� WKH VFRSH IRU WD[ PLQLPLVDWLRQ DQG DYRLGDQFH WKURXJK WKH DSSOLFDWLRQ

RI ILQDQFLDO HQJLQHHULQJ KDV H[SDQGHG� $Q ,VVXHV 3DSHU RQ WKH WD[DWLRQ RI ILQDQFLDO

DUUDQJHPHQWV ZDV UHOHDVHG E\ 7UHDVXU\ DQG WKH $72 LQ 'HFHPEHU ����� &RQVXOWDWLRQV

KDYH FRQWLQXHG EHWZHHQ RIILFLDOV DQG WD[SD\HUV DV WR DQ DSSURSULDWH EDVLV IRU DQ\ UHIRUPV

LQ WKLV DUHD� 7KLV VXEMHFW LV EHLQJ FRQVLGHUHG E\ WKH 5HYLHZ RI %XVLQHVV 7D[DWLRQ�

 7KH LQWHUQDWLRQDOLVDWLRQ RI WKH $XVWUDOLDQ HFRQRP\ DOVR LQWURGXFHV D JHQHUDO ULVN WR WKH

IRUZDUG HVWLPDWHV RI UHYHQXH� ,QFRPH WD[ FROOHFWLRQV IURP FDSLWDO DUH VXEMHFW WR LQFUHDVLQJ

GRZQZDUG SUHVVXUH GXH WR LQFUHDVLQJ ¶WD[ FRPSHWLWLRQ· DPRQJ MXULVGLFWLRQV DQG ¶SURILW

VKLIWLQJ· LQ WKH FRQWH[W RI WKH UHODWLYHO\ IUHH LQWHUQDWLRQDO IORZ RI FDSLWDO� 7KH $72 LV

XQGHUWDNLQJ D VHULHV RI FRPSOLDQFH LPSURYHPHQW PHDVXUHV WR HQVXUH WKDW $XVWUDOLDQ

FRPSDQLHV GHDO ZLWK WKHLU LQWHUQDWLRQDO SDUWLHV DW ¶DUPV OHQJWK·� ,QFRPH WD[ FROOHFWLRQV

IURP ODERXU DUH DOVR FRPLQJ XQGHU LQFUHDVLQJ GRZQZDUG SUHVVXUH DV D ULVLQJ SURSRUWLRQ RI

ODERXU EHFRPHV PRUH LQWHUQDWLRQDOO\ PRELOH DQG VXEMHFW WR WD[ FRPSHWLWLRQ� 7KH IXUWKHU

LQWHJUDWLRQ RI HFRQRPLHV DOVR PHDQV WKH LQWHJULW\ RI HDFK FRXQWU\·V WD[ V\VWHP ZLOO

LQFUHDVLQJO\ UHO\ RQ LQWHUQDWLRQDO FR�RSHUDWLRQ RQ WD[ PDWWHUV�

'HYHORSPHQWV LQ FRPPXQLFDWLRQV WHFKQRORJ\� VXFK DV WKH ,QWHUQHW� DOVR UDLVH D JHQHUDO

ULVN WR WKH IRUZDUG HVWLPDWHV RI UHYHQXH� 6XFK GHYHORSPHQWV PD\ DOORZ WKH SXUFKDVH RU

VDOH RI DQ LQFUHDVLQJ QXPEHU RI JRRGV DQG VHUYLFHV ³ LQFOXGLQJ WKH SURYLVLRQ RI ODERXU

VHUYLFHV ³ LQ D ZD\ ZKLFK FRXOG UHQGHU WUDGLWLRQDO WD[ FROOHFWLRQ PHFKDQLVPV XQZRUNDEOH�

SRVLQJ D PDMRU FKDOOHQJH IRU WD[ V\VWHP GHVLJQ. 7KH 2(&' LV GHYHORSLQJ D WD[DWLRQ

IUDPHZRUN WR DSSO\ WR HOHFWURQLF FRPPHUFH ZKLFK ZLOO LQFOXGH ¶SODFH RI WD[DWLRQ· UXOHV IRU

FRQVXPSWLRQ WD[HV DQG PHDVXUHV WR VWUHQJWKHQ LQWHUQDWLRQDO FR�RSHUDWLRQ LQ WD[

DGPLQLVWUDWLRQ DQG FROOHFWLRQ� $XVWUDOLD LV FRQWULEXWLQJ DFWLYHO\ WR WKLV ZRUN� 7KH $72 KDV

VRXJKW WR UDLVH DZDUHQHVV RI WKH LVVXH LQ LWV SXEOLFDWLRQ 7D[ DQG WKH ,QWHUQHW�

 'HYHORSPHQWV LQ ZRUNSODFH DUUDQJHPHQWV PD\ DOVR DIIHFW WD[DWLRQ FROOHFWLRQV�

$XVWUDOLD·V WD[ V\VWHP LV FKDUDFWHULVHG E\ D SURJUHVVLYH V\VWHP RI SHUVRQDO LQFRPH WD[

UDWHV� FRPELQHG ZLWK D IODW FRPSDQ\ WD[ UDWH� 7\SLFDOO\� WKH WRS PDUJLQDO WD[ UDWH KDV EHHQ

KLJKHU WKDQ WKH FRPSDQ\ WD[ UDWH� 7KH GLYHUJHQFH EHWZHHQ WKH UDWHV RI SHUVRQDO DQG

FRPSDQ\ WD[ SURYLGHV DQ RSSRUWXQLW\ IRU VRPH LQGLYLGXDO WD[SD\HUV� ZKR ZRXOG RWKHUZLVH

EH VXEMHFW WR KLJKHU UDWHV RI SHUVRQDO LQFRPH WD[� WR GHULYH LQFRPH WKURXJK D FRUSRUDWH

VWUXFWXUH WR WDNH DGYDQWDJH RI IHDWXUHV RI WKH FRUSRUDWH WD[ UHJLPH �IRU H[DPSOH� WKH ORZHU

FRPSDQ\ WD[ UDWH�� ,Q UHVSRQVH WR VXFK DFWLYLW\ �WHUPHG ¶DOLHQDWLRQ RI SHUVRQDO VHUYLFHV

LQFRPH·�� WKH &RPPLVVLRQHU RI 7D[DWLRQ LV WDNLQJ DSSURSULDWH VWHSV WR VDIHJXDUG WKH

LQWHQGHG RSHUDWLRQ RI WKH ODZ� LQFOXGLQJ WHVWLQJ WKH ODZ LQ WKH FRXUWV�
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 &RXUW GHFLVLRQV DOVR LQFUHDVH WKH ULVN WKDW UHYHQXH ZLOO EH ORZHU RU KLJKHU WKDQ

DQWLFLSDWHG� &RXUW GHFLVLRQV FDQ DIIHFW WKH LQWHUSUHWDWLRQ RI WD[ OHJLVODWLRQ DQG� LQ WKH

DEVHQFH RI *RYHUQPHQW DFWLRQ� FDQ VLJQLILFDQWO\ FKDQJH WKH OHYHO RI UHYHQXH FROOHFWHG

XQGHU WKDW OHJLVODWLRQ�

7D[ H[SHQGLWXUHV DUH RIWHQ DW ULVN RI EHLQJ H[SORLWHG LQ DQ XQH[SHFWHG PDQQHU� ZKLFK

FDQ DOVR KDYH D VLJQLILFDQW HIIHFW RQ WKH IRUZDUG HVWLPDWHV RI UHYHQXH� 7KH *RYHUQPHQW

UHFHLYHV D VWHDG\ VWUHDP RI FDOOV IRU QHZ WD[ H[SHQGLWXUHV WR EH JUDQWHG� $V D JHQHUDO

SURSRVLWLRQ� WKH JUDQWLQJ RI IXUWKHU WD[ H[SHQGLWXUHV ZLOO OHDG WR WKH GRZQZDUG DGMXVWPHQW

RI WKH IRUZDUG HVWLPDWHV RI UHYHQXH� (TXDOO\� WKH ZLQGLQJ EDFN RI H[LVWLQJ WD[

H[SHQGLWXUHV ZLOO JHQHUDOO\ UHTXLUH WKH XSZDUG DGMXVWPHQW RI WKH IRUZDUG HVWLPDWHV RI

UHYHQXH� $V D UHVXOW RI D GHFLVLRQ LQ WKH ������� %XGJHW� DOO WD[ H[SHQGLWXUHV ZLOO EH

VXEMHFW WR RQJRLQJ PRQLWRULQJ DQG HYDOXDWLRQ WR GHWHUPLQH ZKHWKHU WKH\ UHPDLQ UHOHYDQW

WR PHHWLQJ WKH *RYHUQPHQW·V SULRULWLHV�

 $SDUW IURP WKH DERYHPHQWLRQHG JHQHUDO ULVNV� ZKLFK FRXOG KDYH D FXPXODWLYH LPSDFW RYHU

WLPH� WKHUH DUH JHQHUDO ULVNV WR WKH IRUZDUG HVWLPDWHV ZKLFK FRXOG KDYH D VLJQLILFDQW HIIHFW

LQ DQ\ RQH�\HDU� EXW QRW QHFHVVDULO\ D FXPXODWLYH HIIHFW RYHU WLPH� ,Q DQ\ RQH \HDU� UHYHQXH

ZLOO EH LQIOXHQFHG E\ D QXPEHU RI IDFWRUV� LQFOXGLQJ IRU H[DPSOH� WKH GHJUHH WR ZKLFK

FRPSDQLHV DQG LQGLYLGXDOV UHDOLVH ORVVHV DQG FDSLWDO JDLQV� WKH YDOXDWLRQ RI VWRFNV� WKH

XWLOLVDWLRQ RI VSHFLILF WD[ H[SHQGLWXUHV DQG WD[SD\HU EHKDYLRXUDO UHVSRQVHV WR UHYHQXH

PHDVXUHV� 6XFK IDFWRUV FDQ KDYH D SDUWLFXODUO\ VLJQLILFDQW HIIHFW RQ FRPSDQ\ WD[

FROOHFWLRQV DQG WKH UHYHQXH IRUJRQH WKURXJK WD[ H[SHQGLWXUHV� *HQHUDOO\� VXFK IDFWRUV DUH

QRW� E\ WKHLU QDWXUH� DEOH WR EH IRUHFDVW ZLWK D KLJK GHJUHH RI FHUWDLQW\�

 6SHFLILF 5LVNV

 7KHUH DUH DOVR D QXPEHU RI VSHFLILF ULVNV WR UHYHQXH WKDW DUH FXUUHQWO\ WKH VXEMHFW RI

RQJRLQJ DQDO\VLV DQG HYDOXDWLRQ E\ WKH 7UHDVXU\ DQG WKH $72� 6XFK ULVNV LQFOXGH� IRU

H[DPSOH� VSHFLILF WD[ PLQLPLVDWLRQ DQG DYRLGDQFH VFKHPHV� (DUO\ GHWHFWLRQ DQG

JRYHUQPHQW UHVSRQVH WR VXFK ULVNV LV GHVLUDEOH� ,W ZRXOG EH LQDSSURSULDWH WR H[SOLFLWO\

LGHQWLI\ VXFK FXUUHQW VSHFLILF ULVNV XQWLO WKH *RYHUQPHQW LV LQ D SRVLWLRQ WR UHVSRQG WR WKH

ULVNV� 7R GR VR PD\ FRPSURPLVH WKH *RYHUQPHQW·V SROLF\ UHVSRQVH DQG PDJQLI\ WKH

GRZQVLGH ULVNV WR WKH IRUZDUG HVWLPDWHV RI UHYHQXH�

 7KH *RYHUQPHQW KDV DQQRXQFHG D QXPEHU RI PHDVXUHV WR GDWH WKDW KDYH DOUHDG\ EHHQ

IDFWRUHG LQWR WKH IRUZDUG HVWLPDWHV RI UHYHQXH EXW DUH \HW WR EH SDVVHG E\ 3DUOLDPHQW�

6KRXOG WKH SDVVDJH RI OHJLVODWLRQ UHODWLQJ WR WKHVH PHDVXUHV EH GHOD\HG� DPHQGHG RU

UHMHFWHG� WKH IRUZDUG HVWLPDWHV ZRXOG QHHG WR EH DGMXVWHG�

5HYLHZ RI 
1XLVDQFH 7DULIIV¶

2Q �� -XO\ ���� WKH WKHQ 0LQLVWHU IRU ,QGXVWU\� 6FLHQFH DQG 7RXULVP DQQRXQFHG D UHYLHZ

RI DOO WDULIIV OHVV WKDQ ILYH SHU FHQW DQG ZKLFK UDLVH OHVV WKDQ �������� LQ UHYHQXH LQ D

\HDU �¶QXLVDQFH WDULIIV·�� ,QGXVWU\ KDV EHHQ FRQVXOWHG RQ DOO WDULII LWHPV WKDW UDLVH OLWWOH

UHYHQXH DQG SURYLGH OLWWOH RU QR SURWHFWLYH EHQHILW WR $XVWUDOLDQ LQGXVWU\� 7KH UHYLHZ KDV

EHHQ FRPSOHWHG DQG LV FXUUHQWO\ XQGHU JRYHUQPHQW FRQVLGHUDWLRQ�
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5HYLHZ RI WKH *HQHUDO 7DULII 5DWH

8QGHU WKH ���� %RJRU 'HFODUDWLRQ� $VLD�3DFLILF (FRQRPLF &RRSHUDWLRQ PHPEHUV

FRPPLWWHG WR ¶IUHH DQG RSHQ· WUDGH DQG LQYHVWPHQW LQ WKH UHJLRQ E\ ���� IRU GHYHORSHG

HFRQRPLHV DQG ���� IRU LQGXVWULDOLVLQJ HFRQRPLHV� $V SDUW RI $XVWUDOLD·V ,QGLYLGXDO

$FWLRQ 3ODQ WKH JHQHUDO WDULII UDWH �FXUUHQWO\ DW ILYH SHU FHQW� LV VFKHGXOHG WR EH UHYLHZHG

E\ WKH HQG RI WKH \HDU �����

6DOH RI 5DGLR )UHTXHQF\ 6SHFWUXP /LFHQVHV

7KH &RPPRQZHDOWK KDV DQQRXQFHG WKH UHOHDVH RI VSHFWUXP OLFHQVHV IRU VDOH� 7KH

HVWLPDWHV RI WKH SURFHHGV IURP WKH VDOH RI VSHFWUXP OLFHQVHV DUH EDVHG RQ FXUUHQW PDUNHW

LQIRUPDWLRQ� +RZHYHU� WKH DFWXDO DPRXQW UHDOLVHG ZLOO DOVR GHSHQG RQ PDUNHW FRQGLWLRQV�

)XUWKHU VDOHV DUH H[SHFWHG WR RFFXU LQ ��������� DQG PD\ EH GHIHUUHG LI PDUNHW

FRQGLWLRQV SURYH XQIDYRXUDEOH�

)LVFDO 5LVNV ² ([SHQVHV

$JULFXOWXUH� )LVKHULHV DQG )RUHVWU\

([FHSWLRQDO FLUFXPVWDQFHV

$GGLWLRQDO H[SHQGLWXUH RQ H[FHSWLRQDO FLUFXPVWDQFHV UHOLHI LV VXEMHFW WR FOLPDWH YDULDELOLW\

ZKLFK FDQQRW EH SUHGLFWHG ZLWK DQ\ GHJUHH RI FHUWDLQW\� 7KH QXPEHU RI ([FHSWLRQDO

&LUFXPVWDQFHV 5HOLHI 3D\PHQW UHFLSLHQWV DQG H[FHSWLRQDO FLUFXPVWDQFHV LQWHUHVW UDWH

VXEVLGLHV DSSURYHG ZLOO YDU\ VLJQLILFDQWO\ HDFK \HDU� GHSHQGLQJ RQ WKH VHYHULW\ RI GURXJKW

DQG RWKHU H[FHSWLRQDO FLUFXPVWDQFHV�

$WWRUQH\�*HQHUDO¶V

1DWLYH 7LWOH FRVW VKDULQJ

7KH &RPPRQZHDOWK KDV SUHYLRXVO\ RIIHUHG WR DVVLVW 6WDWHV DQG 7HUULWRULHV �KHUHDIWHU

6WDWHV� LQ PHHWLQJ FRPSHQVDWLRQ FRVWV DVVRFLDWHG ZLWK WKHLU YDOLGDWLRQ RI SDVW DFWV XQGHU

OHJLVODWLRQ FRPSOHPHQWDU\ WR WKH 1DWLYH 7LWOH $FW ����� )ROORZLQJ WKH +LJK &RXUW·V :LN

GHFLVLRQ� WKH &RPPRQZHDOWK·V RIIHU KDV EHHQ H[WHQGHG WR FRYHU LQWHUPHGLDWH SHULRG DFWV

DQG FHUWDLQ VSHFLILHG IXWXUH DFWV�

7KH H[WHQW RI &RPPRQZHDOWK SD\PHQWV WR WKH 6WDWHV SXUVXDQW WR WKLV RIIHU ZLOO GHSHQG

RQ WKH WHUPV RI WKH ILQDO ILQDQFLDO DVVLVWDQFH DJUHHPHQWV ZLWK WKH 6WDWHV DQG WKH OHYHO RI

FRPSHQVDWLRQ OLDELOLWLHV DULVLQJ IURP DFWLRQV E\ WKH 6WDWHV WR DFTXLUH QDWLYH WLWOH ULJKWV�

7KRVH OLDELOLWLHV FDQQRW EH TXDQWLILHG GXH WR XQFHUWDLQW\ DERXW IXWXUH DFWV E\ WKH 6WDWHV

DQG WKH H[WHQW DQG YDOXDWLRQ RI VXUYLYLQJ QDWLYH WLWOH� 7KH &RPPRQZHDOWK KDV DOVR RIIHUHG

WR DVVLVW 6WDWHV DQG 7HUULWRULHV ZLWK WKH FRVWV RI ERGLHV HVWDEOLVKHG XQGHU 6WDWH DOWHUQDWLYH

SURYLVLRQV DSSURYHG E\ WKH &RPPRQZHDOWK 0LQLVWHU WR GHDO ZLWK QDWLYH WLWOH FODLPV� DQG

WR KHDU DQG GHWHUPLQH REMHFWLRQV WR SURSRVHG IXWXUH DFWV� 7KH H[WHQW RI WKLV DVVLVWDQFH ZLOO

GHSHQG RQ GHFLVLRQV WR HVWDEOLVK VXFK ERGLHV� WKH WLPLQJ RI WKHLU UHFRJQLWLRQ DQG WKH

H[WHQW RI WKHLU XVH�
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&RPPXQLFDWLRQV� ,QIRUPDWLRQ 7HFKQRORJ\ DQG WKH $UWV

'LJLWLVDWLRQ VWUDWHJ\ RI WKH $XVWUDOLDQ %URDGFDVWLQJ &RUSRUDWLRQ

7KH *RYHUQPHQW KDV DJUHHG WR FRYHU� DW WKH HQG RI WKH ILYH�\HDU FRQYHUVLRQ

SHULRG �L�H� XQWLO ��������� RXWVWDQGLQJ GHEW LQ UHODWLRQ WR 3KDVH � RI WKH $XVWUDOLDQ

%URDGFDVWLQJ &RUSRUDWLRQ·V SODQV IRU WKH FRQYHUVLRQ WR GLJLWDO EURDGFDVWLQJ� 7KDW GHEW LV

FXUUHQWO\ HVWLPDWHG WR EH $�� PLOOLRQ�

6DOH RI 7HOVWUD

7KH 7HOVWUD �7UDQVLWLRQ WR )XOO 3ULYDWH 2ZQHUVKLS� %LOO ���� LQFOXGHV SURYLVLRQ IRU D VRFLDO

ERQXV WRWDOOLQJ $��� PLOOLRQ RYHU ILYH \HDUV IRU LPSURYHG FRPPXQLFDWLRQV� SDUWLFXODUO\ LQ

UXUDO DQG UHJLRQDO DUHDV� 7KLV IXQGLQJ FRXOG EH SODFHG DW ULVN LI WKH %LOO GRHV QRW SDVV

3DUOLDPHQW�

'HIHQFH

/LWLJDWLRQ FDVHV LQ WUDLQ ² 'HSDUWPHQW RI 'HIHQFH

7KH 'HSDUWPHQW RI 'HIHQFH LV LQYROYHG LQ VHYHUDO FDVHV FRYHULQJ D ZLGH UDQJH RI OLWLJDWLRQ

ZKHUH HLWKHU WKH FDVHV KDYH QRW EHHQ KHDUG� RU GDPDJHV DQG FRVWV KDYH \HW WR EH DZDUGHG�

7KH OLWLJDWLRQ LQYROYHV &RPPRQ /DZ OLDELOLW\ DQG FODLPV EHIRUH WKH +XPDQ 5LJKWV DQG

(TXDO 2SSRUWXQLW\ &RPPLVVLRQ� FODLPV UHODWLQJ WR +0$6 6WDOZDUW� +0$6 9R\DJHU�

+0$6 0HOERXUQH� DVEHVWRV OLWLJDWLRQ� DQG DOOHJHG GHIHFWLYH DGPLQLVWUDWLRQ E\ WKH

'HSDUWPHQW� ,Q WRWDO WKHUH DUH VRPH ��� FODLPV ZLWK D YDOXH RI $�� PLOOLRQ�

(GXFDWLRQ� 7UDLQLQJ DQG <RXWK $IIDLUV

16: 8QLYHUVLW\ VXSHUDQQXDWLRQ VXSSOHPHQWDWLRQ

7KH 16: *RYHUQPHQW KDV SDVVHG DPHQGPHQWV WR OHJLVODWLRQ ZKLFK RIIHU FXUUHQW

FRQWULEXWLQJ PHPEHUV RI WKH 6WDWH 6XSHUDQQXDWLRQ 6FKHPH WKH RSSRUWXQLW\ WR WUDQVIHU

IURP DQ HPHUJLQJ FRVW SHQVLRQ VFKHPH WR D IXOO\ IXQGHG RQH ZKLFK SURYLGHV OXPS VXP

EHQHILWV LQ �������� 6RPH HPSOR\HHV RI XQLYHUVLWLHV DUH PHPEHUV RI WKH 6WDWH

6XSHUDQQXDWLRQ 6FKHPH� ,I WKH RIIHU LV H[WHQGHG WR WKHVH HPSOR\HHV DQG VRPH DFFHSW WKH

RIIHU� LW PD\ EULQJ IRUZDUG LQWR ������� VXSHUDQQXDWLRQ FRPPLWPHQWV ZKLFK ZRXOG QRW

RWKHUZLVH KDYH IDOOHQ GXH XQWLO IXWXUH \HDUV� ,W LV QRW SRVVLEOH� DW WKLV VWDJH� WR TXDQWLI\ WKH

OHYHO RI WDNH�XS RI WKH RIIHU QRU LWV ILQDQFLDO LPSDFW� EXW LW LV H[SHFWHG WR EH PLQLPDO�

)DPLO\ DQG &RPPXQLW\ 6HUYLFHV

$SSO\LQJ WKH QHZO\ DUULYHG UHVLGHQW¶V ZDLWLQJ SHULRG WR DJUHHPHQW FRXQWULHV

7KH ������� %XGJHW FRQWDLQHG WKH VRFLDO VHFXULW\ PHDVXUH ¶$SSO\LQJ WKH 1HZO\ $UULYHG

5HVLGHQW
V :DLWLQJ 3HULRG WR $JUHHPHQW &RXQWULHV·� ZKLFK UHTXLUHG 1HZ =HDODQG FLWL]HQV

WR ZDLW WZR \HDUV EHIRUH FODLPLQJ $XVWUDOLDQ LQFRPH VXSSRUW SD\PHQWV� 6DYLQJV RI

DERXW $�� PLOOLRQ RYHU IRXU \HDUV ZHUH HVWLPDWHG� 5HOHYDQW OHJLVODWLRQ ZDV LQWURGXFHG LQ

WKH $XWXPQ 6LWWLQJV ����� (YHQ DVVXPLQJ SDVVDJH RI WKH OHJLVODWLRQ� WKH SRVWSRQHPHQW RI
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LPSOHPHQWDWLRQ �DQG WKHUHIRUH VDYLQJV� FRXOG PHDQ WKDW WKH IRUZDUG HVWLPDWHV UHTXLUH
YDULDWLRQ�

0RGLILHG WUHDWPHQW RI QRQ�HFRQRPLF ORVV FRPSHQVDWLRQ SD\PHQWV

7KLV ������� %XGJHW PHDVXUH VRXJKW WR LQFOXGH OXPS�VXP QRQ�HFRQRPLF ORVV
FRPSHQVDWLRQ SD\PHQWV LQ WKH LQFRPH WHVW IRU GHWHUPLQLQJ LQFRPH VXSSRUW SD\PHQWV�
7KLV ZRXOG UHPRYH WKH H[LVWLQJ LQFHQWLYH IRU LQFRPH VXSSRUW UHFLSLHQWV RI QRQ�HFRQRPLF
ORVV FRPSHQVDWLRQ SD\PHQWV WR WDNH OXPS VXPV LQ SUHIHUHQFH WR RQ�JRLQJ LQFRPH
VXSSRUW�

/HJLVODWLRQ IRU WKLV PHDVXUH ZDV LQWURGXFHG LQ WKH $XWXPQ 6LWWLQJV ����� ZLWK D
FRPPHQFHPHQW GDWH WR EH IL[HG E\ SURFODPDWLRQ� ,I WKLV PHDVXUH GRHV QRW SDVV WKH
6HQDWH� HVWLPDWHG H[SHQGLWXUH ZRXOG LQFUHDVH E\ VRPH ��� PLOOLRQ RYHU WKH EXGJHW DQG
IRUZDUG HVWLPDWHV SHULRG�

3RVVLEOH 6RFLDO 6HFXULW\ $JUHHPHQWV

7KH *RYHUQPHQW LV FRQWLQXLQJ QHJRWLDWLRQV ZLWK D QXPEHU RI FRXQWULHV UHJDUGLQJ SRVVLEOH
UHYLVLRQV WR� RU QHZ� VRFLDO VHFXULW\ DJUHHPHQWV ZKLFK ZRXOG FRYHU WKRVH SHRSOH ZKR KDYH
OLYHG SDUW RI WKHLU ZRUNLQJ OLYHV LQ ERWK FRXQWULHV� 'HSHQGLQJ RQ WKHLU WHUPV� LQGLYLGXDO
DJUHHPHQWV FRXOG KDYH ILQDQFLDO LPSOLFDWLRQV UDQJLQJ IURP QHW VDYLQJV WR FRVWV RI XS WR
$�� PLOOLRQ D \HDU�

)LQDQFH DQG $GPLQLVWUDWLRQ

$VVHW VDOHV

7KH PDMRU DVVHW VDOH SURYLGHG IRU LQ WKH ��������� %XGJHW ILJXULQJ ZDV WKH VDOH RI D
IXUWKHU �� SHU FHQW RI WKH &RPPRQZHDOWK·V UHPDLQLQJ HTXLW\ LQ 7HOVWUD &RUSRUDWLRQ�

7KH UHYLVHG HVWLPDWHV LQFOXGH WKH HIIHFW RI WKH VDOH RI WKH UHPDLQGHU RI 7HOVWUD� QRWLQJ WKDW
WKH OHYHO RI SURFHHGV ZLOO GHSHQG� LQWHU DOLD� RQ WKH SUHYDLOLQJ OHYHOV RI ZRUOG HTXLW\ PDUNHWV
DW WKH WLPH RI WKH VDOH� 7KH ILUVW VWDJH RI WKH VDOH ZLOO OHDYH PDMRULW\ FRQWURO LQ
*RYHUQPHQW KDQGV� 5HYHQXH IURP WKH VDOH FRXOG EH SODFHG DW ULVN LI WKH 7HOVWUD �7UDQVLWLRQ
WR )XOO 3ULYDWH 2ZQHUVKLS� %LOO ���� GRHV QRW SDVV 3DUOLDPHQW�

:KLOH WKH VDOH RI 7HOVWUD GRHV QRW LPSDFW RQ WKH RSHUDWLQJ UHVXOW� DQ\ SURILW RQ WKH VDOH RI
7HOVWUD ZRXOG EH FODVVLILHG DV DQ DEQRUPDO LWHP DQG LPSDFW RQ WKH DGMXVWHG RSHUDWLQJ
UHVXOW�

$XVWUDOLD 3RVW ² QRWLRQDO DFFRXQW VXUSOXV

7KH HPSOR\HU SD\PHQWV PDGH E\ $XVWUDOLD 3RVW IRU LWV SDVW DQG SUHVHQW HPSOR\HHV ZKR
DUH PHPEHUV RI WKH &RPPRQZHDOWK 6XSHUDQQXDWLRQ 6FKHPH �&66� DUH LQ H[FHVV RI WKH
SD\PHQWV UHTXLUHG WR IXQG SDVW DQG IXWXUH OLDELOLWLHV IRU WKHVH PHPEHUV� 7KH DGHTXDF\ RI
WKHVH SD\PHQWV LV WUDFNHG WKURXJK DQ DFWXDULDO DVVHVVPHQW RI $XVWUDOLD 3RVW·V QRWLRQDO
DFFRXQW�
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(YHU\ WKUHH \HDUV DQ DFWXDULDO UHYLHZ RI WKH QRWLRQDO DFFRXQW LV XQGHUWDNHQ� 7KH UHYLHZ

UHYDOXHV WKH QRWLRQDO DFFRXQW WDNLQJ LQWR FRQVLGHUDWLRQ GHPRJUDSKLF DQG ILQDQFLDO FKDQJHV

VLQFH WKH SUHYLRXV UHYLHZ� $ UHYLHZ RI $XVWUDOLD 3RVW·V QRWLRQDO DFFRXQW LV FXUUHQWO\ EHLQJ

XQGHUWDNHQ EDVHG RQ GDWD DV DW �� -XQH ����� ,W LV H[SHFWHG WKDW WKH VXUSOXV ZLOO LQFUHDVH�

KRZHYHU� LW LV QRW SRVVLEOH DW WKLV WLPH WR TXDQWLI\ WKH DPRXQW�

0HPEHU FKRLFH DQG &RPPRQZHDOWK 6XSHUDQQXDWLRQ $UUDQJHPHQWV

1HZ VXSHUDQQXDWLRQ DUUDQJHPHQWV IRU &RPPRQZHDOWK HPSOR\HHV KDYH EHHQ SURYLGHG IRU

LQ WKH EXGJHW DQG IRUZDUG HVWLPDWHV DOWKRXJK WKH DUUDQJHPHQWV DUH VXEMHFW WR WKH SDVVDJH

RI OHJLVODWLRQ FXUUHQWO\ EHIRUH WKH 3DUOLDPHQW� 7KHVH QHZ DUUDQJHPHQWV LQYROYH WKH FORVXUH

WR QHZ HQWUDQWV RI WKH 3XEOLF 6HFWRU 6XSHUDQQXDWLRQ 6FKHPH �366� IURP � -XO\ ���� DQG

WKH FKRLFH IRU QHZ HPSOR\HHV RI HLWKHU D FRPSO\LQJ VXSHUDQQXDWLRQ IXQG RU D 5HWLUHPHQW

6DYLQJV $FFRXQW RIIHUHG E\ WKHLU HPSOR\HU� ([LVWLQJ HPSOR\HHV ZLOO KDYH D VLPLODU FKRLFH

IURP � -XO\ ���� LI WKH\ ZLVK WR FHDVH WKHLU PHPEHUVKLS RI WKH 366 RU WKH &RPPRQZHDOWK

6XSHUDQQXDWLRQ 6FKHPH� ,QFRUSRUDWLRQ RI WKH QHZ VXSHUDQQXDWLRQ DUUDQJHPHQWV LQ WKH

%XGJHW KDV LQFUHDVHG H[SHFWHG VXSHUDQQXDWLRQ SD\PHQWV E\ $�� PLOOLRQ LQ ����������

$��� PLOOLRQ LQ �������� DQG $��� PLOOLRQ LQ ������� ZLWKRXW LQFUHDVLQJ WKH

VXSHUDQQXDWLRQ FRVWV WR HPSOR\HUV� 7KHVH DPRXQWV DUH D EULQJLQJ IRUZDUG RI IXWXUH FDVK

SD\PHQWV �LH� GLVFKDUJH RI OLDELOLW\� DQG WKHUHIRUH UHSUHVHQW QR DGGLWLRQDO H[SHQVH WR WKH

%XGJHW�

+HDOWK DQG $JHG &DUH

$XVWUDOLDQ +HDOWK &DUH $JUHHPHQWV

7KH &RPPRQZHDOWK DQG DOO 6WDWHV DQG 7HUULWRULHV� H[FHSW :HVWHUQ $XVWUDOLD DQG

7DVPDQLD� VLJQHG ILYH�\HDU $XVWUDOLDQ +HDOWK &DUH $JUHHPHQWV �$+&$�� FRPPHQFLQJ

� -XO\ ����� :HVWHUQ $XVWUDOLD DFFHSWHG WKH $+&$ SURSRVDO LQ�SULQFLSOH RQ

� $XJXVW ����� DQG 7DVPDQLD GLG OLNHZLVH RQ � $SULO ����� 7KH $JUHHPHQWV LQFRUSRUDWH D

ULVN VKDULQJ DUUDQJHPHQW IRU FKDQJHV LQ WKH SULYDWH KHDOWK LQVXUDQFH SDUWLFLSDWLRQ UDWH�

8QGHU WKLV IRUPXOD� D QDWLRQDOO\ FRQVLVWHQW ULVH RI RQH SHUFHQWDJH SRLQW LQ WKH

SDUWLFLSDWLRQ UDWH DERYH D SRLQW PLGZD\ EHWZHHQ WKH 0DUFK ���� DQG -XQH ���� OHYHOV ZLOO

UHGXFH &RPPRQZHDOWK JUDQWV WR WKH 6WDWHV DQG 7HUULWRULHV E\ DSSUR[LPDWHO\ $�� PLOOLRQ D

\HDU IURP ���������� &RPPRQZHDOWK JUDQWV ZLOO EH LQFUHDVHG E\ D VLPLODU DPRXQW

IURP ��������� LI WKH SDUWLFLSDWLRQ UDWH IDOOV E\ RQH SHUFHQWDJH SRLQW EHORZ WKH

'HFHPEHU ���� OHYHO �EDVHG RQ FXUUHQW HVWLPDWHV RI PRYHPHQWV LQ SRSXODWLRQ� WKH

KRVSLWDO RXWSXW FRVW LQGH[� DQG DVVXPLQJ WKRVH OHDYLQJ SULYDWH KHDOWK LQVXUDQFH KDYH WKH

VDPH DJH�VH[ SURILOH DV WKRVH UHPDLQLQJ��

7KH $+&$ IXQGLQJ IRUPXOD DSSOLHV WKH KRVSLWDO RXWSXW FRVW LQGH[ WR WRWDO IXQGLQJ�

+RZHYHU GLVFXVVLRQV ZLWK WKH 6WDWHV RQ VSHFLILFDWLRQ RI WKH LQGH[ LQ ��������� DQG

EH\RQG KDYH QRW EHHQ FRPSOHWHG� )RU HYHU\ RQH SHUFHQWDJH SRLQW FKDQJH LQ KRVSLWDO

RXWSXW FRVWV �UHODWLYH WR WKH EXGJHW DVVXPSWLRQ RI D ��� SHU FHQW LQFUHDVH�� JUDQWV WR WKH

6WDWHV DQG 7HUULWRULHV ZLOO FKDQJH LQ DJJUHJDWH E\ DSSUR[LPDWHO\ $�� PLOOLRQ D \HDU�
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,PPXQLVDWLRQ IXQGLQJ PHFKDQLVP

)XWXUH YDFFLQH WHFKQRORJ\ ZLOO UHVXOW LQ QHZ YDFFLQHV VXEVWLWXWLQJ IRU RQHV DOUHDG\ LQ

XVH �HJ PXOWLYDOHQW YDFFLQHV ZKLFK FRPELQH VHYHUDO YDFFLQHV LQWR RQH� DQG� DV D

FRQVHTXHQFH� FRXOG UHVXOW LQ KLJKHU XQLW FRVWV RI YDFFLQH ZLWKLQ WKH URXWLQH VFKHGXOH�

*LYHQ WKH QDWXUH RI FXUUHQW YDFFLQH WHFKQRORJ\� DQG WKH SRVVLEOH LQWURGXFWLRQ RI QHZ

YDFFLQHV� VSHFLILF YDFFLQH FRVWV FDQQRW EH SUHFLVHO\ TXDQWLILHG DW WKLV VWDJH� 7KH LQFOXVLRQ

RI QHZ HVVHQWLDO YDFFLQHV ZLWKLQ WKH URXWLQH VFKHGXOH KDV WKH SRWHQWLDO WR LQFUHDVH

&RPPRQZHDOWK RXWOD\V E\ XS WR $��� PLOOLRQ LQ WRWDO RYHU WKH QH[W IRXU \HDUV�

/LWLJDWLRQ FDVHV LQ WUDLQ ² 'HSDUWPHQW RI +HDOWK DQG $JHG &DUH

7KH 'HSDUWPHQW LV SUHVHQWO\ LQYROYHG LQ �� FDVHV ZKLFK FRXOG UHVXOW LQ VRPH ILQDQFLDO

OLDELOLW\ IRU WKH &RPPRQZHDOWK� 7KHVH FDVHV FRYHU D ZLGH UDQJH RI OLWLJDWLRQ� ZKHUH HLWKHU

WKH FDVHV KDYH QRW EHHQ KHDUG RU GDPDJHV DQG FRVWV KDYH \HW WR EH DZDUGHG� 7KH OLWLJDWLRQ

QRZ LQYROYHV &UHXWVIHOGW�-DFRE GLVHDVH� $FTXLUHG ,PPXQH 'HILFLHQF\ 6\QGURPH�

+HSDWLWLV &� GHIHFWLYH SURGXFWV� SHUVRQDO LQMXULHV� WKH 'HSDUWPHQW DV DQ HPSOR\HU� DQG D

YDULHW\ RI RWKHU FODLPV DJDLQVW WKH &RPPRQZHDOWK� ,W LV QRW SRVVLEOH WR TXDQWLI\ WKH

OLDELOLW\ DULVLQJ IURP WKHVH FDVHV�

0DMRU QHZ OLVWLQJV ² 3KDUPDFHXWLFDO %HQHILWV 6FKHPH DQG 0HGLFDUH %HQHILWV 6FKHPH

)URP WLPH WR WLPH QHZ LWHPV DUH DGGHG WR WKH 0HGLFDUH %HQHILWV 6FKHPH DQG

3KDUPDFHXWLFDO %HQHILWV 6FKHPH VFKHGXOHV� 7R D FHUWDLQ H[WHQW WKH H[LVWLQJ IRUZDUG

HVWLPDWHV WDNH DFFRXQW RI WKHVH DGGLWLRQV� +RZHYHU� PDMRU QHZ GHYHORSPHQWV LQ

PHGLFLQHV RU PHGLFDO SURFHGXUHV FRXOG UHVXOW LQ LQFUHDVHV LQ H[SHQVHV ZKLFK H[FHHG WKH

SURYLVLRQ LQ WKH IRUZDUG HVWLPDWHV� ,W LV QRW SRVVLEOH WR TXDQWLI\ WKH ILVFDO ULVN DULVLQJ IURP

VXFK SRWHQWLDO GHYHORSPHQWV�

,PPLJUDWLRQ DQG 0XOWLFXOWXUDO $IIDLUV

7HPSRUDU\ VDIH KDYH LQ $XVWUDOLD IRU GLVSODFHG .RVRYDUV

7KH *RYHUQPHQW·V GHFLVLRQ RQ � 0D\ ���� WR DFWLYDWH SODQV WR SURYLGH WHPSRUDU\ VDIH

KDYHQ LQ $XVWUDOLD IRU ����� GLVSODFHG .RVRYDUV ZLOO UHVXOW LQ VRPH ILQDQFLDO LPSDFW LQ

ERWK ������� DQG LQ ���������� :KLOVW H[WHQVLYH SUHSDUDWLRQV ZHUH XQGHU ZD\ LQ

$XVWUDOLD� WKH XQFHUWDLQW\ DW WKH WLPH RI ILQDOLVLQJ WKH ��������� %XGJHW ZDV VXFK WKDW WKH

UHVRXUFH LPSOLFDWLRQV ZHUH QRW LQFOXGHG LQ WKH EXGJHW HVWLPDWHV�

,QGXVWU\� 6FLHQFH DQG 5HVRXUFHV

5HSD\PHQW RI 6QRZ\ 0RXQWDLQV +\GUR�HOHFWULF 6FKHPH GHEW

7KH H[SHFWHG FRUSRUDWLVDWLRQ RI WKH 6FKHPH LQ ��������� ZLOO LQYROYH WKH UHILQDQFLQJ DQG

HDUO\ UHSD\PHQW RI GHEW WR WKH &RPPRQZHDOWK� 7KH HVWLPDWHG PDUNHW YDOXH RI WKH GHEW LV

LQ WKH RUGHU RI $��� PLOOLRQ� 'HWDLOHG DUUDQJHPHQWV DUH WR EH ILQDOLVHG EHWZHHQ WKH

&RPPRQZHDOWK DQG 16: DQG 9LFWRULDQ *RYHUQPHQWV� DV VKDUHKROGHUV LQ WKH QHZ

FRPSDQ\� 7KH H[DFW WLPLQJ DQG OHYHO RI SD\PHQWV PD\ EH LQIOXHQFHG E\ HOHFWULFLW\ DQG

ILQDQFLDO PDUNHWV DW WKH WLPH RI FRUSRUDWLVDWLRQ�
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3ULPH 0LQLVWHU DQG &DELQHW

+LQGPDUVK ,VODQG EULGJH GDPDJHV FODLP

'HYHORSHUV RI D PDULQD DVVRFLDWHG ZLWK WKH SURSRVHG +LQGPDUVK ,VODQG EULGJH KDYH

EURXJKW D VXEVWDQWLDO GDPDJHV FODLP DJDLQVW WKH &RPPRQZHDOWK DQG RWKHU SDUWLHV

LQYROYHG LQ WKH GHFLVLRQ E\ WKH SUHYLRXV 0LQLVWHU IRU $ERULJLQDO DQG 7RUUHV 6WUDLW ,VODQGHU

$IIDLUV� SXUVXDQW WR WKH $ERULJLQDO DQG 7RUUHV 6WUDLW ,VODQGHU +HULWDJH 3URWHFWLRQ $FW ����� WR
EDQ FRQVWUXFWLRQ RI WKH EULGJH� 7KH SODLQWLIIV DUH FODLPLQJ GDPDJHV RI $�� PLOOLRQ�

6HSDUDWLRQ RI $ERULJLQDO FKLOGUHQ IURP WKHLU IDPLOLHV LQ WKH 1RUWKHUQ 7HUULWRU\

(DUOLHU ODZV� SROLFLHV DQG SUDFWLFHV OHG WR WKH VHSDUDWLRQ RI PDQ\ $ERULJLQDO DQG 7RUUHV

6WUDLW ,VODQGHU FKLOGUHQ IURP WKHLU IDPLOLHV� 6RPH ����� FODLPV IRU GDPDJHV DUH XQGHUZD\

DJDLQVW WKH &RPPRQZHDOWK LQ UHODWLRQ WR DOOHJHG IRUFHG VHSDUDWLRQV� ,I WKH DSSOLFDQWV LQ

WKH WZR WHVW FDVHV SURFHHGLQJ LQ ���� DUH VXFFHVVIXO� WKH &RPPRQZHDOWK PD\ EH OLDEOH IRU

VXEVWDQWLDO SD\PHQWV LQ UHODWLRQ WR WKHVH DQG RWKHU FODLPV� ZKLFK FRXOG DPRXQW WR

KXQGUHGV RI PLOOLRQV RI GROODUV�

,QYHVWPHQW LQFHQWLYHV

,Q WKH 'HFHPEHU ���� ,QYHVWLQJ IRU *URZWK LQGXVWU\ VWDWHPHQW� WKH *RYHUQPHQW DQQRXQFHG

LWV ZLOOLQJQHVV WR FRQVLGHU WKH SURYLVLRQ RI LQFHQWLYHV� LQ OLPLWHG DQG VSHFLDO FLUFXPVWDQFHV�

IRU PDMRU VWUDWHJLF LQYHVWPHQW SURMHFWV� 6XFK LQFHQWLYHV FRXOG EH LQ WKH IRUP RI H[SHQVH

�JUDQWV� RU UHYHQXH �WD[DWLRQ FRQFHVVLRQ� PHDVXUHV�

7UDQVSRUW DQG 5HJLRQDO 6HUYLFHV

&RPSHQVDWLRQ FODLPV ² ILQDOLVDWLRQ RI DFTXLVLWLRQ RI SURSHUWLHV IRU WKH 6HFRQG 6\GQH\

$LUSRUW DW %DGJHU\V &UHHN

&RPSHQVDWLRQ FODLPV XQGHU WKH /DQGV $FTXLVLWLRQV $FW ���� UHODWLQJ WR WKH FRPSXOVRU\

DFTXLVLWLRQ RI SURSHUWLHV IRU WKH SURSRVHG 6HFRQG 6\GQH\ $LUSRUW DW %DGJHU\V &UHHN� JLYH

ULVH WR DQ HVWLPDWHG ULVN RI $�� PLOOLRQ�

0DULWLPH ,QGXVWU\ 5HIRUP

2Q �� $XJXVW ���� WKH &RPPRQZHDOWK SURYLGHG D JXDUDQWHH WR FRYHU ERUURZLQJV PDGH

E\ WKH 0DULWLPH ,QGXVWU\ )LQDQFH &RPSDQ\ �0,)&R� WR ILQDQFH UHGXQGDQF\ UHODWHG

SD\PHQWV LQ WKH VWHYHGRULQJ DQG PDULWLPH LQGXVWULHV� 0,)&R·V ERUURZLQJ IDFLOLW\�

QHJRWLDWHG ZLWK LWV EDQNHUV� LV SUHVHQWO\ $��� PLOOLRQ� 7KLV IDFLOLW\ LV H[SHFWHG WR EH

LQFUHDVHG WR PHHW WKH ODUJHU WKDQ RULJLQDOO\ DQWLFLSDWHG UHGXQGDQF\ FRVWV LQ WKH VWHYHGRULQJ

LQGXVWU\� $PHQGPHQWV ZLOO EH LQWURGXFHG DV SDUW RI WKH ��������� %XGJHW WR LQFUHDVH WKH

H[SHQGLWXUH FDS LQ WKH 6WHYHGRULQJ /HY\ �&ROOHFWLRQ� $FW ���� IURP $��� PLOOLRQ

WR $��� PLOOLRQ�
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7UHDVXU\

$XVWUDOLD¶V LQYROYHPHQW LQ WKH ,QWHUQDWLRQDO 0RQHWDU\ )XQG �,0)� DVVLVWDQFH WR

7KDLODQG� ,QGRQHVLD DQG WKH 5HSXEOLF RI .RUHD

,Q UHVSRQVH WR LQVWDELOLW\ LQ UHJLRQDO ILQDQFLDO PDUNHWV DQG HFRQRPLHV� $XVWUDOLD RIIHUHG WR

SURYLGH ELODWHUDO ILQDQFLQJ LQ VXSSRUW RI ,0) SURJUDPPHV LQ 7KDLODQG� ,QGRQHVLD DQG WKH

5HSXEOLF RI .RUHD� ,Q WKH FDVH RI 7KDLODQG� WKLV KDV WDNHQ WKH IRUP RI D FXUUHQF\ VZDS

EHWZHHQ WKH 5HVHUYH %DQN RI $XVWUDOLD �5%$� DQG WKH %DQN RI 7KDLODQG IRU $86� ELOOLRQ

ZKLFK LV EHLQJ GUDZQ GRZQ RYHU D WKUHH�\HDU SHULRG� ,Q WKH HYHQW RI GHIDXOW� WKH DELOLW\ RI

WKH 5%$ WR PDLQWDLQ WKH GLYLGHQG VWUHDP SURMHFWHG LQ WKH IRUZDUG HVWLPDWHV PD\ EH

DIIHFWHG�

$XVWUDOLD KDV RIIHUHG WR SURYLGH VXSSOHPHQWDU\ ILQDQFLQJ RU ¶VHFRQG WLHU· ILQDQFLQJ RI XS

WR $86� ELOOLRQ IRU HDFK RI ,QGRQHVLD DQG .RUHD� 7KLV ILQDQFLQJ ZRXOG EH SURYLGHG YLD D

ORDQ RQ D QRQ�FRQFHVVLRQDO EDVLV� :LWK VXEVHTXHQW LPSURYHPHQW LQ HFRQRPLF FRQGLWLRQV

LQ .RUHD� QR SD\PHQW LV QRZ H[SHFWHG WR EH UHTXLUHG� 1HJRWLDWLRQV IRU WKH SURYLVLRQ RI

XS WR $86��� PLOOLRQ WR ,QGRQHVLD DUH SURFHHGLQJ�

&RQWLQJHQW /LDELOLWLHV ² 4XDQWLILDEOH

$JULFXOWXUH� )LVKHULHV DQG )RUHVWU\

$XVWUDOLDQ :KHDW %RDUG �$:%��$:% /WG

8QGHU WKH :KHDW 0DUNHWLQJ $FW ����� WKH &RPPRQZHDOWK XQGHUZULWHV ERUURZLQJV E\ WKH

$:% DQG $:% /WG WKDW IXQG DGYDQFH DQG UHODWHG SD\PHQWV IURP RSHQ ZKHDW SRROV XS

WR D PD[LPXP RI $����� PLOOLRQ DV DW �� 0DUFK ����� %RUURZLQJV DUH UHSDLG DV WKH ZKHDW

LV VROG� 7KH &RPPRQZHDOWK
V UHVSRQVLELOLW\ IRU WKH XQGHUZULWLQJ RI ERUURZLQJV ZLOO FHDVH

DIWHU WKH ������� VHDVRQ DQG SUHYLRXV VHDVRQ
V SRROV DUH ILQDOLVHG E\ $:% /WG�

4XHHQVODQG )LVKHULHV 0DQDJHPHQW $XWKRULW\

7KH &RPPRQZHDOWK JXDUDQWHHG D ORDQ RI XS WR D PD[LPXP RI $���� PLOOLRQ WR HQFRXUDJH

WKH UHVWUXFWXULQJ RI WKH 1RUWKHUQ 3UDZQ )LVKHU\� $V DW �� 0DUFK ����� WKH DPRXQW

RXWVWDQGLQJ RQ WKH ORDQ ZDV $��� PLOOLRQ� ZKLFK LV WR EH SDLG RII ZLWKLQ RQH \HDU� 7KH ORDQ

ZDV WDNHQ RXW E\ WKH 4XHHQVODQG )LVKHULHV 0DQDJHPHQW $XWKRULW\ RQ EHKDOI RI WKH

&RPPRQZHDOWK WR EX\ EDFN VXUSOXV ERDW XQLWV IURP WKH ILVKHU\ ZLWK UHSD\PHQW WR EH

PDGH E\ WKH LQGXVWU\ WKURXJK OHYLHV�

:RRO ,QWHUQDWLRQDO

8QGHU 6HFWLRQ ����� RI WKH :RRO ,QWHUQDWLRQDO $FW ����� WKH &RPPRQZHDOWK XQGHUZULWHV

ERUURZLQJV RI :RRO ,QWHUQDWLRQDO IRU WKH PDQDJHPHQW RI WKH ZRRO VWRFNSLOH� 7KH

FRQWLQJHQW OLDELOLW\ IRU ERUURZLQJV E\ :RRO ,QWHUQDWLRQDO WRWDOOHG $��� PLOOLRQ DV

DW �� 0DUFK �����
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&RPPXQLFDWLRQV� ,QIRUPDWLRQ 7HFKQRORJ\ DQG WKH $UWV

$XVWUDOLDQ %URDGFDVWLQJ &RUSRUDWLRQ

7KH &RPPRQZHDOWK KDV JXDUDQWHHG ORDQV E\ WKH $XVWUDOLDQ %URDGFDVWLQJ &RUSRUDWLRQ�

7KH SULQFLSDO DPRXQW FRYHUHG E\ WKH JXDUDQWHH DV DW �� 0DUFK ���� ZDV $��� PLOOLRQ�

7KHVH ORDQV ZHUH ODUJHO\ XVHG WR PHHW FRVWV UHODWLQJ WR WKH FRQVWUXFWLRQ RI SUHPLVHV IRU

WKH &RUSRUDWLRQ DW 6RXWKEDQN �0HOERXUQH� DQG 8OWLPR �6\GQH\��

6SHFLDO %URDGFDVWLQJ 6HUYLFH

7KH &RPPRQZHDOWK KDV JXDUDQWHHG ORDQV WDNHQ RXW E\ WKH 6SHFLDO %URDGFDVWLQJ 6HUYLFH�

7KH SULQFLSDO DPRXQW FRYHUHG E\ WKH JXDUDQWHH DV DW �� 0DUFK ���� ZDV $�� PLOOLRQ�

7KHVH ORDQV ZHUH XVHG WR SD\ IRU WKH UHIXUELVKPHQW DQG HQKDQFHPHQW RI WKH 6HUYLFH·V

SUHPLVHV DW $UWDUPRQ LQ 6\GQH\�

7HOVWUD &RUSRUDWLRQ /WG ² /RDQ *XDUDQWHH

7KH &RPPRQZHDOWK KDV JXDUDQWHHG ORDQV WDNHQ RXW E\ 7HOVWUD &RUSRUDWLRQ /WG� 7KH

SULQFLSDO DPRXQW FRYHUHG E\ WKH JXDUDQWHH DV DW �� 0DUFK ���� ZDV $����� PLOOLRQ� 7KH

ORDQ ZDV RULJLQDOO\ LVVXHG SULRU WR -XO\ ���� ZKHQ PRVW RI 7HOVWUD·V ERUURZLQJV ZHUH

JXDUDQWHHG E\ WKH &RPPRQZHDOWK� 7KH ORDQ ZLOO EH IXOO\ UHSDLG RQ �� 1RYHPEHU �����

7HOVWUD &RUSRUDWLRQ /WG ² 6XSHUDQQXDWLRQ *XDUDQWHH

7HOVWUD &RUSRUDWLRQ /WG KDV DJUHHG WR PDNH DGGLWLRQDO HPSOR\HU FRQWULEXWLRQV WR WKH

7HOVWUD 6XSHUDQQXDWLRQ 6FKHPH� 7KH &RPPRQZHDOWK KDV JXDUDQWHHG WKDW LW ZLOO FRYHU DQ\

RXWVWDQGLQJ DGGLWLRQDO HPSOR\HU FRQWULEXWLRQV LQ WKH HYHQW WKDW 7HOVWUD EHFRPHV LQVROYHQW�

7KH QHW SUHVHQW YDOXH RI WKH FRQWLQJHQW OLDELOLW\ LQ UHVSHFW RI WKH JXDUDQWHHG VWUHDP RI

SD\PHQWV IRU WKH 7HOVWUD 6XSHUDQQXDWLRQ 6FKHPH DV DW �� -XQH ���� ZDV $��� ELOOLRQ�

$UW ,QGHPQLW\ $XVWUDOLD

7KH DPRXQW LQGHPQLILHG IRU DUWZRUNV RQ ORDQ WR JDOOHULHV SDUWLFLSDWLQJ LQ H[KLELWLRQV

XQGHU WKH 6FKHPH KDV GHFUHDVHG WR $���� PLOOLRQ DV DW �� 0DUFK ����� 7KH GHFUHDVH LV GXH

WR RQO\ RQH H[KLELWLRQ EHLQJ FRYHUHG E\ WKH SURJUDP DW WKDW GDWH�

'HIHQFH

'HIHQFH +RXVLQJ $XWKRULW\

3ULYDWH VHFWRU ERUURZLQJ E\ WKH 'HIHQFH +RXVLQJ $XWKRULW\ LV H[SOLFLWO\ JXDUDQWHHG E\ WKH

&RPPRQZHDOWK XQGHU VHFWLRQ �� RI WKH 'HIHQFH +RXVLQJ $XWKRULW\ $FW ����� 7KH YDOXH RI

ORDQV JXDUDQWHHG DW �� $SULO ���� ZDV $�� PLOOLRQ�

0LOLWDU\ &RPSHQVDWLRQ

&RQWLQJHQW OLDELOLWLHV H[LVW LQ UHODWLRQ WR PLOLWDU\ FRPSHQVDWLRQ FODLPV WR WKH YDOXH RI

VRPH $���� PLOOLRQ� 7KLV DPRXQW UHODWHV WR RXWVWDQGLQJ FODLPV IRU QRQ�HFRQRPLF ORVV DV D
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FRQVHTXHQFH RI WKH )HGHUDO &RXUW GHFLVLRQ LQ 6FKOHQHUW Y WKH $XVWUDOLDQ DQG 2YHUVHDV 7HOHSKRQH
&RUSRUDWLRQ �����

(GXFDWLRQ� 7UDLQLQJ DQG <RXWK $IIDLUV

&RPPRQZHDOWK /RDQ *XDUDQWHHV ² *URXS 7UDLQLQJ

7KH 0LQLVWHU IRU (GXFDWLRQ� 7UDLQLQJ DQG <RXWK $IIDLUV LV DXWKRULVHG WR LVVXH

&RPPRQZHDOWK JXDUDQWHHV RQ D OLPLWHG QXPEHU RI ORDQV PDGH WR &RPPRQZHDOWK

HQGRUVHG *URXS 7UDLQLQJ FRPSDQLHV E\ FRPPHUFLDO OHQGHUV LQ WKH SHULRG

�� )HEUXDU\ ���� WR �� -XQH ����� 7KHVH JXDUDQWHHV DVVLVW *URXS 7UDLQLQJ &RPSDQLHV WR

JDLQ DFFHVV WR DGGLWLRQDO ZRUNLQJ FDSLWDO UHTXLUHG WR H[SDQG WKH QXPEHU RI DSSUHQWLFHV

DQG WUDLQHHV WKDW PD\ EH HPSOR\HG WKURXJK *URXS 7UDLQLQJ FRPSDQLHV� 7KH PD[LPXP

JXDUDQWHH RI HDFK ORDQ LV $������� ZLWK WKH WRWDO YDOXH RI DOO JXDUDQWHHV FDSSHG

DW $�� PLOOLRQ�

&RPPRQZHDOWK /RDQ *XDUDQWHHV ² $%678'< )LQDQFLDO 6XSSOHPHQW /RDQ 6FKHPH

7KH $%678'< )LQDQFLDO 6XSSOHPHQW /RDQ 6FKHPH SURYLGHV WHUWLDU\ VWXGHQWV ZLWK WKH

RSWLRQ RI REWDLQLQJ DGGLWLRQDO OLYLQJ DQG HGXFDWLRQDO H[SHQVHV ZKLOH VWXG\LQJ� /RDQV DUH

PDGH WR VWXGHQWV WKURXJK DQ DUUDQJHPHQW ZLWK WKH &RPPRQZHDOWK %DQN RI

$XVWUDOLD �&%$� DQG WKH &RPPRQZHDOWK SXUFKDVHV WKH ORDQV RQ �� 0D\ LQ WKH ILIWK \HDU

DIWHU WKH ORDQ ZDV WDNHQ RXW� 7KH &RPPRQZHDOWK FRPPHQFHV UHFRYHU\ DFWLRQ ZKHQ D

VWXGHQW·V LQFRPH UHDFKHV WKH SUH�GHWHUPLQHG WKUHVKROG�

,Q WKH ������� %XGJHW WKHUH ZDV DQ $%678'< /RDQ 6XSSOHPHQW FRQWLQJHQW OLDELOLW\

RI $��� PLOOLRQ� UHODWLQJ WR ORDQV ZKLFK KDG QRW EHHQ SXUFKDVHG EDFN IURP WKH &%$� $V

DW �� $SULO ����� WKH YDOXH RI ORDQ JXDUDQWHHV RXWVWDQGLQJ IRU $%678'< 6XSSOHPHQW

UHFLSLHQWV ZDV LQ WKH RUGHU RI $��� PLOOLRQ�

)LQDQFH DQG $GPLQLVWUDWLRQ

7HOVWUD &RUSRUDWLRQ /WG ² 1RWLRQDO $FFRXQW 6XUSOXV

7KH HPSOR\HU SD\PHQWV PDGH E\ 7HOVWUD IRU LWV SDVW DQG SUHVHQW HPSOR\HHV ZKR DUH

PHPEHUV RI WKH &RPPRQZHDOWK 6XSHUDQQXDWLRQ 6FKHPH �&66� DUH LQ H[FHVV RI WKH

SD\PHQWV UHTXLUHG WR IXQG SDVW DQG IXWXUH OLDELOLWLHV IRU WKHVH PHPEHUV� 7KH DGHTXDF\ RI

WKHVH SD\PHQWV LV WUDFNHG WKURXJK DQ DFWXDULDO DVVHVVPHQW RI 7HOVWUD·V QRWLRQDO DFFRXQW�

$ UHYLHZ RI 7HOVWUD·V QRWLRQDO DFFRXQW ZDV FRPSOHWHG HDUOLHU WKLV ILQDQFLDO \HDU� 7KH WRWDO

VXUSOXV ZDV GHWHUPLQHG DW $����� PLOOLRQ DV DW WKH YDOXDWLRQ GDWH RI �� -XQH ����� 7KLV

VXUSOXV ZLOO EH SDLG WR 7HOVWUD 6XSHUDQQXDWLRQ 6FKHPH HLWKHU E\ ZD\ RI D VFKHGXOH RI

LQVWDOPHQWV RU E\ ZD\ RI D OXPS VXP�
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)RUHLJQ $IIDLUV DQG 7UDGH

([SRUW )LQDQFH DQG ,QVXUDQFH &RUSRUDWLRQ �(),&�

7KH &RPPRQZHDOWK JXDUDQWHHV WKH GXH SD\PHQW E\ (),& RI PRQH\ WKDW LV� RU PD\ DW DQ\

WLPH EHFRPH� SD\DEOH E\ (),& WR DQ\ SHUVRQ RWKHU WKDQ WKH &RPPRQZHDOWK� $V

DW 0DUFK ����� WKH FRQWLQJHQW OLDELOLW\ WRWDOV $������� PLOOLRQ� FRPSULVLQJ FRQWUDFWV RI

LQVXUDQFH DQG JXDUDQWHHV �$������� PLOOLRQ�� OLDELOLWLHV �$����� PLOOLRQ� DQG QDWLRQDO LQWHUHVW

SURYLVLRQV �$������� PLOOLRQ��

$VVLVWDQFH IRU (DVW 7LPRU

7KH *RYHUQPHQW KDV PDGH FOHDU WKDW $XVWUDOLD ZLOO SURYLGH VXEVWDQWLDO DVVLVWDQFH WR DQ

DXWRQRPRXV RU LQGHSHQGHQW (DVW 7LPRU� $VVLVWDQFH GXULQJ DQG DIWHU WKH WUDQVLWLRQ

SURFHVV ZLOO EH FUXFLDO WR SHDFH DQG VWDELOLW\� DQG WKH ORQJHU�WHUP GHYHORSPHQW RI (DVW

7LPRU� $XVWUDOLD KDV DOUHDG\ SOHGJHG $�� PLOOLRQ LQ ������� WR DVVLVW WKH 81 FRQVXOWDWLRQ

SURFHVV WKDW ZLOO DOORZ WKH (DVW 7LPRUHVH SHRSOH GHWHUPLQH WKHLU IXWXUH� 7KLV LV LQ DGGLWLRQ

WR WKH $� PLOOLRQ SURYLGHG LQ ������� WKURXJK RXU DLG SURJUDP WR ,QGRQHVLD� $Q

H[SDQVLRQ RI WKH DLG SURJUDP WR (DVW 7LPRU LV SODQQHG IRU ���������� 'HFLVLRQV RQ WKH

OHYHO DQG QDWXUH RI WKLV DVVLVWDQFH ZLOO EH WDNHQ RQFH WKH RXWFRPH LV FOHDUHU� 6RPH ILQDQFLDO

SURYLVLRQ IRU VXSSRUW IRU (DVW 7LPRU KDV EHHQ DOORZHG IRU LQ WKH &RQWLQJHQF\ 5HVHUYH IRU

WKH ��������� %XGJHW�

,QGXVWU\� 6FLHQFH DQG 5HVRXUFHV

$XVWUDOLDQ ,QGXVWU\ 'HYHORSPHQW &RUSRUDWLRQ �$,'&�

$V DW � 1RYHPEHU ����� WKH &RUSRUDWLRQ·V FRQWLQJHQW OLDELOLWLHV ZHUH $����� PLOOLRQ LQ

UHVSHFW RI JXDUDQWHHV DQG FUHGLW ULVN IDFLOLWLHV� 7KH &RUSRUDWLRQ·V RWKHU JXDUDQWHHG

ERUURZLQJV� ZKLFK WRWDOOHG $����� PLOOLRQ DV DW � 1RYHPEHU ����� KDYH EHHQ RIIVHW E\

KROGLQJV LQ &RPPRQZHDOWK *RYHUQPHQW VHFXULWLHV DQG FHUWDLQ KHGJLQJ LQVWUXPHQWV

JXDUDQWHHG E\ :DUEXUJ 'LOORQ 5HDG �IRUPHUO\ NQRZQ DV 8%6 $XVWUDOLD /WG��

$XVWUDOLDQ ,QGXVWU\ 'HYHORSPHQW &RUSRUDWLRQ �$,'&� LQ UHODWLRQ WR WKH $XVWUDOLDQ

6XEPDULQH &RUSRUDWLRQ

2Q �� 'HFHPEHU ����� WKH 'HSDUWPHQW RI 'HIHQFH �'HIHQFH� DFFHSWHG D &RPPRQZHDOWK

JXDUDQWHH IRU $���� PLOOLRQ LQ UHODWLRQ WR WKH &RPPRQZHDOWK·V LQWHUHVW LQ WKH $XVWUDOLDQ

6XEPDULQH &RUSRUDWLRQ �$6&�� 7KH &RPPRQZHDOWK WKURXJK WKH $XVWUDOLDQ ,QGXVWU\

'HYHORSPHQW &RUSRUDWLRQ �$,'&� KROGV D VXEVWDQWLDO EXW PLQRULW\ LQWHUHVW LQ WKH $6&�

7KH &RPPRQZHDOWK SURYLGHG WKH JXDUDQWHH WR FRYHU WKH $,'&·V REOLJDWLRQV XQGHU DQ

DJUHHPHQW ZLWK WKH :HVWSDF %DQNLQJ &RUSRUDWLRQ LQ ZKLFK WKH EDQN SURYLGHV DQ

H[WHQGHG SHUIRUPDQFH JXDUDQWHH WR 'HIHQFH LQ UHVSHFW WR WKH &ROOLQV FODVV VXEPDULQHV�

7KH WHUPLQDWLRQ GDWH RI WKH JXDUDQWHH LV �� 'HFHPEHU �����

7KH &RPPRQZHDOWK KDV DOVR DJUHHG WR LQGHPQLI\ WKH $,'& LQ UHODWLRQ WR LWV REOLJDWLRQV

XQGHU WKH SHUIRUPDQFH JXDUDQWHH DJUHHPHQW�
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6QRZ\ 0RXQWDLQV +\GUR�HOHFWULF $XWKRULW\ �60+($�

7KH 6QRZ\ 0RXQWDLQV +\GUR�HOHFWULF 3RZHU $FW ���� SURYLGHV WKDW ERUURZLQJV E\ 60+($

PD\ EH JXDUDQWHHG E\ WKH &RPPRQZHDOWK� 7KH $XWKRULW\ KDV LVVXHG LQVFULEHG VWRFN DW D

GLVFRXQW WR ILQDQFH FDSLWDO ZRUNV RI WKH 6FKHPH� 7KH ERUURZLQJV DUH VXEMHFW WR H[SOLFLW

&RPPRQZHDOWK JXDUDQWHHV� 7KH IDFH YDOXH RI JXDUDQWHHG ERUURZLQJV LV $����� PLOOLRQ

ZLWK WKH QHW DPRXQW JXDUDQWHHG �H[FOXGLQJ WKH XQDPRUWLVHG GLVFRXQW RQ WKH LVVXH RI

LQVFULEHG VWRFN� EHLQJ $���� PLOOLRQ�

7UDQVSRUW DQG 5HJLRQDO 6HUYLFHV

)HGHUDO $LUSRUWV &RUSRUDWLRQ �)$&� ² :LQG 8S

2Q �� 6HSWHPEHU ���� WKH &RPPRQZHDOWK DVVXPHG UHVSRQVLELOLW\ IRU DOO UHPDLQLQJ

DVVHWV� OLDELOLWLHV DQG FRQWUDFWV RI WKH )$& RQ WKH ZLQG�XS RI WKH &RUSRUDWLRQ�

8QSUHVHQWHG FKHTXHV RI $� PLOOLRQ KDYH EHHQ LGHQWLILHG DQG SURYLGHG IRU� 7KHUH LV QR

EDVLV IRU TXDQWLI\LQJ DQ\ SRWHQWLDO FODLPV EH\RQG WKLV DPRXQW�

7UHDVXU\

*XDUDQWHHV XQGHU WKH &RPPRQZHDOWK %DQN 6DOH $FW ����

8QGHU WKH WHUPV RI WKH &RPPRQZHDOWK %DQN 6DOH $FW ����� WKH &RPPRQZHDOWK KDV

JXDUDQWHHG YDULRXV OLDELOLWLHV RI WKH &RPPRQZHDOWK %DQN RI $XVWUDOLD� WKH

&RPPRQZHDOWK %DQN 2IILFHUV· 6XSHUDQQXDWLRQ &RUSRUDWLRQ �&%26&� DQG WKH

&RPPRQZHDOWK 'HYHORSPHQW %DQN�

7KH JXDUDQWHH IRU WKH &RPPRQZHDOWK %DQN RI $XVWUDOLD UHODWHV WR ERWK RQ DQG

RII�EDODQFH VKHHW OLDELOLWLHV� 2I WKH H[LVWLQJ FRQWLQJHQW OLDELOLW\� �� SHU FHQW LQYROYHV

RII�EDODQFH VKHHW OLDELOLWLHV� $V DW �� -XQH ����� WKH EDODQFH RI WKH JXDUDQWHH

ZDV $�������� PLOOLRQ� D UHGXFWLRQ RI $������� PLOOLRQ RQ WKH SUHYLRXV \HDU�

7KH JXDUDQWHH IRU &%26& FRYHUV WKH GXH SD\PHQWV RI DQ\ DPRXQW WKDW LV SD\DEOH WR RU

IURP WKH )XQG� E\ &%26& RU E\ WKH %DQN� LQ UHVSHFW RI D SHUVRQ ZKR ZDV D PHPEHU�

UHWLUHG PHPEHU RU EHQHILFLDU\ RI WKH )XQG LPPHGLDWHO\ EHIRUH �� -XO\ ����� 7RWDO DFFUXHG

EHQHILWV DW �� -XQH ���� KDYH EHHQ YDOXHG DW $����� PLOOLRQ IROORZLQJ DQ DFWXDULDO UHYLHZ�

7KH RXWVWDQGLQJ YDOXH VXEMHFW WR WKH JXDUDQWHH LV HVWLPDWHG WR EH $����� PLOOLRQ�

$V RI � -XO\ ����� WKH &RPPRQZHDOWK 'HYHORSPHQW %DQN FHDVHG WR ZULWH QHZ EXVLQHVV

DQG QR DGGLWLRQDO OLDELOLWLHV DUH EHLQJ LQFXUUHG� 7KH H[LVWLQJ FRQWLQJHQW OLDELOLW\ ZLOO

JUDGXDOO\ GHFOLQH ZLWK WKH UHWLUHPHQW RI H[LVWLQJ ORDQV DQG H[SRVXUHV� 7KH UHYLVHG HVWLPDWH

IRU WKH EDODQFH RI WKLV JXDUDQWHH ZDV $����� PLOOLRQ DV DW -XQH �����

5HVHUYH %DQN RI $XVWUDOLD �5%$� JXDUDQWHH

7KLV FRQWLQJHQW OLDELOLW\ UHODWHV WR WKH &RPPRQZHDOWK·V JXDUDQWHH RI WKH OLDELOLWLHV RI WKH

5%$� 7KH PDMRU FRPSRQHQW RI 5%$ OLDELOLWLHV UHODWHV WR 1RWHV �LH FXUUHQF\� RQ ,VVXH�

7KLV WUHDWPHQW RI 1RWHV ODUJHO\ UHODWHV WR WKH KLVWRULFDO FRQYHQWLRQ RI WKH FRQYHUWLELOLW\ RI
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1RWHV WR JROG ³ FRLQV DUH QRW WUHDWHG DV D OLDELOLW\ LQ WKH &RPPRQZHDOWK
V DFFRXQWV� $W

� $SULO ����� 1RWHV RQ ,VVXH WRWDOOHG $������ PLOOLRQ�

7KH RWKHU PDMRU OLDELOLW\ FRQVLVWV RI GHSRVLWV ZLWK WKH 5%$ E\ WKH EDQNLQJ VHFWRU� $W

� $SULO ����� WKHVH GHSRVLWV DPRXQWHG WR $����� PLOOLRQ� ,Q WRWDO� WKH JXDUDQWHH IRU WKH

5HVHUYH %DQN ZDV $������ PLOOLRQ DV DW � $SULO �����

8QFDOOHG &DSLWDO 6XEVFULSWLRQV ² LQWHUQDWLRQDO ILQDQFLDO LQVWLWXWLRQV

7KH OLDELOLW\ UHODWHV WR WKH YDOXH RI WKH XQFDOOHG SRUWLRQ RI WKH &RPPRQZHDOWK·V VKDUHV LQ

WKH ,QWHUQDWLRQDO %DQN IRU 5HFRQVWUXFWLRQ DQG 'HYHORSPHQW �$86������� PLOOLRQ ³

HVWLPDWHG YDOXH $$������� PLOOLRQ DW �� 'HFHPEHU ������ WKH $VLDQ 'HYHORSPHQW

%DQN �$86������� PLOOLRQ ³ HVWLPDWHG YDOXH $$������� PLOOLRQ�� DQG WKH (XURSHDQ %DQN

IRU 5HFRQVWUXFWLRQ DQG 'HYHORSPHQW �$86������ PLOOLRQ ³ HVWLPDWHG YDOXH

$$��������� PLOOLRQ��

&RQWLQJHQW /LDELOLWLHV ² 8QTXDQWLILDEOH

$WWRUQH\�*HQHUDO¶V

$XVWUDOLDQ )HGHUDO 3ROLFH $GMXVWPHQW 6FKHPH �$)3$6�

8QGHU VHFWLRQ ����� RI WKH $XVWUDOLDQ )HGHUDO 3ROLFH $FW ����� DOO $XVWUDOLDQ )HGHUDO 3ROLFH

�$)3� DSSRLQWHHV ZKR FRPSOHWH D IL[HG WHUP DSSRLQWPHQW DUH HQWLWOHG WR D SD\PHQW XSRQ

VHSDUDWLRQ IURP WKH RUJDQLVDWLRQ� )XQGLQJ KDV EHHQ SURYLGHG IRU WKH FRVWV H[SHFWHG WR EH

LQFXUUHG RYHU WKH QH[W WZR \HDUV� EXW DFWXDO H[SHQGLWXUH LV VXEMHFW WR WKH QXPEHU RI VWDII

VHSDUDWLRQV� ,Q ����� WKH *RYHUQPHQW ZLOO FRQVLGHU SURSRVDOV WR H[WLQJXLVK WKH $XVWUDOLDQ

)HGHUDO 3ROLFH $GMXVWPHQW 6FKHPH OLDELOLWLHV�

&RPPXQLFDWLRQV� ,QIRUPDWLRQ 7HFKQRORJ\ DQG WKH $UWV

<HDU ���� FRPSOLDQFH

7KH &RPPRQZHDOWK SURYLGHG $��� PLOOLRQ WR DJHQFLHV WR XSJUDGH WKHLU V\VWHPV

GXULQJ ������� IRU UHGHYHORSLQJ RU UHSODFLQJ QRQ�FRPSOLDQW VRIWZDUH DQG KDUGZDUH� DQG

GHYHORSLQJ FRQWLQJHQF\ SODQV WR SHUPLW EXVLQHVV RSHUDWLRQV WR FRQWLQXH VKRXOG V\VWHPV

IDLO RQ � -DQXDU\ ����� 3URJUHVV E\ DJHQFLHV LQ HQVXULQJ WKDW WKHLU V\VWHPV DUH <HDU ����

FRPSOLDQW LV PRQLWRUHG E\ TXDUWHUO\ UHSRUWLQJ WR *RYHUQPHQW� ZLWK WKH UHVXOWV RI WKHVH

UHSRUWV EHLQJ SXEOLVKHG� 7KH H[DFW FRVWV RI WKH <HDU ���� FRPSOLDQFH SURJUDP ZLOO QRW

EHFRPH DSSDUHQW XQWLO VRPH WLPH DIWHU � -DQXDU\ �����

'HIHQFH

+0$6 0HOERXUQH FRPSHQVDWLRQ

7KH GHFLVLRQ LQ WKH 0HZHWW Y &RPPRQZHDOWK FDVH PD\ EH XVHG DV D SUHFHGHQW E\ XS WR

��� FUHZPHQ RI +0$6 0HOERXUQH� LQ UHODWLRQ WR WKH 9R\DJHU LQFLGHQW� WR ORGJH FODLPV
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DJDLQVW WKH &RPPRQZHDOWK� 6RPH �� FODLPV KDYH EHHQ ORGJHG WR GDWH �QRWHG LQ )LVFDO
5LVNV²([SHQVHV� KRZHYHU WKHUH LV QR EDVLV IRU TXDQWLI\LQJ IXUWKHU FODLPV�

(PSOR\PHQW� :RUNSODFH 5HODWLRQV DQG 6PDOO %XVLQHVV

3RVVLEOH LQFUHDVHG ZRUNHUV
 FRPSHQVDWLRQ FRVWV WR WKH &RPPRQZHDOWK

7KH GHFLVLRQ LQ $XVWUDOLDQ 3RVWDO &RUSRUDWLRQ Y %XUFK KDQGHG GRZQ E\ WKH )XOO )HGHUDO &RXUW

RQ � $XJXVW ���� PD\ LQFUHDVH ZRUNHUV· FRPSHQVDWLRQ FRVWV IRU WKH &RPPRQZHDOWK�

)LQDQFH DQG $GPLQLVWUDWLRQ

$XVWUDOLDQ /DZ 5HIRUP &RPPLVVLRQ �$/5&� HPSOR\HHV

1RWLFH RI SRWHQWLDO FODLPV XQGHU WKH &RPPRQZHDOWK )XQGV 0DQDJHPHQW �&)0� VKDUH

VDOH DJUHHPHQW KDV EHHQ UHFHLYHG IURP WKH &RPPRQZHDOWK %DQN LQ UHODWLRQ WR DQ DFWLRQ

EURXJKW DJDLQVW &)0 �DPRQJ RWKHUV� DV VXFFHVVRU WR WKH IRUPHU 6XSHUDQQXDWLRQ )XQG

,QYHVWPHQW 7UXVW E\ FHUWDLQ HPSOR\HHV RI WKH $XVWUDOLDQ /DZ 5HIRUP &RPPLVVLRQ LQ

UHVSHFW RI WKHLU VXSHUDQQXDWLRQ HQWLWOHPHQWV� 7KH &RPPRQZHDOWK KDV H[HUFLVHG LWV ULJKW

WR WDNH RYHU WKH GHIHQFH RI WKH DFWLRQ� 7KH ILQDQFLDO HIIHFW RI WKLV FODLP FDQQRW EH

TXDQWLILHG DW WKLV VWDJH�

&RPPRQZHDOWK &LYLOLDQ 6XSHUDQQXDWLRQ /LDELOLW\

(YHU\ WKUHH \HDUV DQ DFWXDULDO UHYLHZ RI WKH &RPPRQZHDOWK·V XQIXQGHG OLDELOLW\ LQ UHVSHFW

RI WKH 3XEOLF 6HFWRU 6XSHUDQQXDWLRQ 6FKHPH �366� DQG WKH &RPPRQZHDOWK

6XSHUDQQXDWLRQ 6FKHPH �&66� LV XQGHUWDNHQ� 7KH QH[W UHYLHZ� GXH E\ �� -XQH ����� ZLOO

EH EDVHG RQ GDWD DV DW �� -XQH ����� 7KH UHYLHZ UHYDOXHV WKH XQIXQGHG OLDELOLW\ WR WDNH

DFFRXQW RI GHPRJUDSKLF DQG ILQDQFLDO FKDQJHV VLQFH WKH SUHYLRXV UHYLHZ� ,W LV QRW SRVVLEOH

DW WKLV WLPH WR TXDQWLI\ WKH QHW FKDQJH LQ WKH XQIXQGHG OLDELOLWLHV�

&RPPRQZHDOWK VKDUHKROGLQJ LQ WKH $XVWUDOLDQ 6XEPDULQH &RUSRUDWLRQ

$Q LQGHPQLW\ ZDV LVVXHG WR %DUU\ $& +LOVRQ DQG %$&+ 3W\ /LPLWHG LQ UHODWLRQ WR

OLDELOLWLHV DULVLQJ IURP DVVLVWDQFH SURYLGHG WR WKH &RPPRQZHDOWK GXULQJ WKH FRQGXFW RI D

UHYLHZ RI WKH &RPPRQZHDOWK
V VKDUHKROGLQJ LQ WKH $XVWUDOLDQ 6XEPDULQH &RUSRUDWLRQ�

7KLV LQGHPQLW\ LV RQJRLQJ�

0DFTXDULH %DQN ² '$6)/((7

0DFTXDULH )OHHW /HDVLQJ 3W\ /WG� DV SXUFKDVHU RI '$6)/((7� KDYH GLVSXWHG WKH

YDOXDWLRQ PHWKRGRORJ\ DGRSWHG E\ WKH &RPPRQZHDOWK LQ WKH &RPSOHWLRQ $VVHW DQG

/LDELOLW\ 6WDWHPHQW LQ UHODWLRQ WR WKH YHKLFOH IOHHW� 7KLV PDWWHU LV VXEMHFW WR DUELWUDWLRQ�

7KH &RPPRQZHDOWK LV DOVR LQ GLVSXWH ZLWK 0DFTXDULH )OHHW /HDVLQJ RQ PDWWHUV DVVRFLDWHG

ZLWK WKH 7LHG &RQWUDFW�



����

1HZ &RPPRQZHDOWK ,QVXUDEOH 5LVN 0DQDJHG )XQG �&RPFRYHU�

)URP � -XO\ ����� WKH *RYHUQPHQW KDV SURJUHVVLYHO\ UHSODFHG WKH SUHYLRXV QRQ�LQVXUDQFH

SROLF\ ZLWK RQH RI VHOI�LQVXUDQFH YLD D PDQDJHG IXQG �&RPFRYHU�� 7KH PDQDJHG IXQG ZLOO

SURGXFH EHWWHU ULVN PDQDJHPHQW DQG WKHUHIRUH UHGXFH FRVWV RYHU WLPH�

&RPFRYHU LV DOVR SURJUHVVLYHO\ FRYHULQJ WKH LQVXUDEOH ULVNV RI ERGLHV XQGHU WKH

&RPPRQZHDOWK $XWKRULWLHV DQG &RPSDQLHV �&$&� $FW ���� ZLWKLQ WKH JHQHUDO JRYHUQPHQW

VHFWRU� 3UHPLXPV DUH EHLQJ FKDUJHG E\ WKH IXQG WR FRYHU WKH ORQJ�WHUP FRVW RI ULVN DQG

DVVRFLDWHG DGPLQLVWUDWLYH FRVWV�

$ UHLQVXUDQFH SURJUDPPH KDV EHHQ SXW LQ SODFH WR UHGXFH WKH OLNHOLKRRG RI VLJQLILFDQW

LPSDFWV RQ WKH %XGJHW IURP &$& ERG\ DQG )0$ DJHQF\ H[SRVXUHV�

6XSHUDQQXDWLRQ $FW ���� DQG WKH 3XEOLF 6HFWRU 6XSHUDQQXDWLRQ 6FKHPH �366�

8QGHU WKH 6XSHUDQQXDWLRQ $FW ���� �IRU WKH &RPPRQZHDOWK 6XSHUDQQXDWLRQ 6FKHPH

�&66�� DQG WKH 366 7UXVW 'HHG DQG 5XOHV DQG GHWHUPLQDWLRQV PDGH XQGHU WKHP� WKH

&RPPRQZHDOWK JXDUDQWHHV SD\PHQW RI WKH DPRXQWV RI PHPEHUV
 FRQWULEXWLRQV DQG

SURGXFWLYLW\ FRQWULEXWLRQV ZLWK LQWHUHVW DOORFDWHG WR WKRVH DPRXQWV E\ UHVSHFWLYH %RDUGV

RI 7UXVWHHV�

7KH &66 DQG WKH 366 JXDUDQWHH WKH DFFUXHG FRQWULEXWLRQV DQG LQWHUHVW VR WKHUH FDQQRW EH

D QHJDWLYH FUHGLW UDWLQJ RQ LQYHVWHG IXQGV� 7KH &RPPRQZHDOWK KDV QRW KDG WR PDNH D

SD\PHQW LQ UHODWLRQ WR WKLV JXDUDQWHH�

,QGHPQLWLHV IRU WKH 5HVHUYH %DQN RI $XVWUDOLD �5%$�

7KH &RPPRQZHDOWK KDV LQGHPQLILHG WKH 5%$ DJDLQVW ORVV DQG GDPDJH DULVLQJ IURP WKH

DFFHSWDQFH RI FHUWDLQ &RPPRQZHDOWK FKHTXHV EHDULQJ D IDFVLPLOH VLJQDWXUH KDYLQJ EHHQ

LPSUHVVHG WKHUHRQ ZLWKRXW WKH DXWKRULW\ RI WKH &RPPRQZHDOWK DQG RWKHU DVSHFWV RI

EDQNLQJ VHUYLFHV SURYLGHG E\ WKH %DQN�

6DOH RI $XVWUDOLDQ 5LYHU &R� /LPLWHG �IRUPHUO\ $1/ /LPLWHG�

7KH VDOH RI $XVWUDOLDQ 5LYHU &R�·V EXVLQHVVHV KDV EHHQ FRPSOHWHG� 7KH VDOH WHUPV SURYLGH

IRU FHUWDLQ FRQWLQJHQW OLDELOLWLHV UHODWHG WR ZDUUDQWLHV� LQGHPQLWLHV DQG HPSOR\HH PDWWHUV�

7KH OLPLW RQ ZDUUDQW\ FODLPV LV SXUFKDVH SULFH ZLWK D PLQLPXP DQG DJJUHJDWH FODLP DQG D

WLPH SHULRG RI �� PRQWKV IURP 'HFHPEHU ����� ,Q UHODWLRQ WR HPSOR\HH PDWWHUV� WKH 6DOH

'HHG SURYLGHV IRU WKH &RPPRQZHDOWK WR UHLPEXUVH UHGXQGDQF\ SD\PHQWV WKDW DUH

FDSSHG DW D PD[LPXP RI $�� PLOOLRQ�

6DOH RI WKH 1DWLRQDO 7UDQVPLVVLRQ 1HWZRUN

7KH 1DWLRQDO 7UDQVPLVVLRQ &RPSDQ\ 3W\ /WG ZDV HVWDEOLVKHG E\ WKH &RPPRQZHDOWK WR

HIIHFW WKH VDOH RI WKH 1DWLRQDO 7UDQVPLVVLRQ 1HWZRUN� $Q LQGHPQLW\ ZDV SURYLGHG WR WKH

SHUVRQ DSSRLQWHG DV WKH VROH GLUHFWRU� VHFUHWDU\ DQG SXEOLF RIILFHU RI WKH &RPSDQ\

SHQGLQJ WKH VDOH RI WKH VKDUHV� 7KH LQGHPQLW\ FRYHUV DOO FRVWV� ORVVHV� H[SHQVHV RU OLDELOLWLHV

LQFXUUHG DV DQ RIILFHU RI WKH &RPSDQ\� DQG ZDV LVVXHG RQ �� )HEUXDU\ �����
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3ULYDWLVDWLRQ RI :RRO ,QWHUQDWLRQDO

,QGHPQLWLHV ZHUH LVVXHG WR WKH 0HPEHUV RI :RRO ,QWHUQDWLRQDO LQGHPQLI\LQJ WKHP DJDLQVW

DOO DFWLRQV� VXLWV� FODLPV GHPDQGV RU SURFHHGLQJV DQG FRVWV� DULVLQJ IURP� RU DV D

FRQVHTXHQFH RI SURYLGLQJ LQIRUPDWLRQ DQG DVVLVWDQFH IRU WKH SXUSRVHV RI WKH SULYDWLVDWLRQ�

7KH LQGHPQLWLHV FRYHU DVVLVWDQFH JLYHQ LQ DFFRUGDQFH ZLWK D 0LQLVWHULDO 'LUHFWLRQ DQG WKH

0HPRUDQGXP RI 8QGHUVWDQGLQJ �EHWZHHQ WKH &RPPRQZHDOWK DQG WKH 0HPEHUV RI :RRO

,QWHUQDWLRQDO�� 7KH LQGHPQLW\ LV D FRQWLQXLQJ LQGHPQLW\ LQ UHVSHFW RI DQ\ OLDELOLW\ WKDW

DULVHV IURP DVVLVWDQFH SULRU WR FRPSOHWLRQ RI WKH SURMHFW�

,QGHPQLWLHV UHODWLQJ WR RWKHU $VVHW 6DOHV

,QGHPQLWLHV KDYH EHHQ JLYHQ LQ UHVSHFW RI D UDQJH RI RWKHU DVVHW VDOHV� 'HWDLOV RI WKHVH

LQGHPQLWLHV KDYH EHHQ SURYLGHG LQ SUHYLRXV %XGJHW DQG 0<()2 SDSHUV� IRU H[DPSOH VHH

SDJHV ������� LQ WKH ������� 0<()2�

+HDOWK DQG $JHG &DUH

&6/ /WG

&6/ /WG LV LQGHPQLILHG DJDLQVW FODLPV PDGH E\ SHUVRQV ZKR FRQWUDFW VSHFLILHG LQIHFWLRQV

IURP VSHFLILHG SURGXFWV DQG DJDLQVW HPSOR\HHV FRQWUDFWLQJ DVEHVWRV UHODWHG LQMXULHV� &6/

/WG KDV XQOLPLWHG FRYHU IRU PRVW HYHQWV WKDW RFFXUUHG EHIRUH WKH VDOH RI &6/ /WG RQ

� -DQXDU\ ����� EXW KDV PRUH OLPLWHG FRYHU IRU D VSHFLILHG UDQJH RI HYHQWV WKDW PLJKW

RFFXU GXULQJ WKH SHULRG RI WKH FXUUHQW FRQWUDFW� *LYHQ WKH RSHQ�HQGHG QDWXUH RI VRPH RI

WKH LQGHPQLWLHV� GDPDJHV DQG ULVN FDQQRW EH TXDQWLILHG�

7UDQVSRUW DQG 5HJLRQDO 6HUYLFHV

&LYLO $YLDWLRQ 6DIHW\ $XWKRULW\ �&$6$� ² LQGHPQLW\ WR RIILFHUV RI WKH $XWKRULW\

DGPLQLVWHULQJ WKH &DUULHU¶V OLDELOLW\ LQVXUDQFH UHTXLUHPHQWV

$Q LQGHPQLW\ KDV EHHQ JLYHQ WR WKRVH RIILFHUV RI &$6$ ZKR DGPLQLVWHU WKH FDUULHU·V

OLDELOLW\ LQVXUDQFH UHTXLUHPHQWV XQGHU 3DUW ,9$ RI WKH &LYLO $YLDWLRQ �&DUULHU·V /LDELOLW\� $FW
���� DQG FRPSOHPHQWDU\ VWDWH OHJLVODWLRQ� 7KLV LQGHPQLW\ ZDV UHYRNHG ZLWK HIIHFW IURP

�� $XJXVW ���� DV &$6$ KDV REWDLQHG FRPPHUFLDO LQVXUDQFH FRYHULQJ WKH ULVNV VSHFLILHG

LQ WKH LQGHPQLW\� 7KH LQGHPQLW\ ZLOO VWLOO DSSO\ LQ UHODWLRQ WR OLDELOLWLHV DVVRFLDWHG ZLWK DFWV

RU RPLVVLRQV WKDW RFFXUUHG EHIRUH WKH GDWH RI UHYRFDWLRQ�

)HGHUDO $LUSRUWV &RUSRUDWLRQ �)$&� ² WUDQVIHU RI IRUPHU FRQWLQJHQW OLDELOLWLHV WR WKH

&RPPRQZHDOWK

$V SDUW RI WKH ZLQG�XS RI WKH )$&� WKH &RPPRQZHDOWK DVVXPHG UHVSRQVLELOLW\ RQ

� -XO\ ���� IRU D FRQWLQJHQW OLDELOLW\ RI WKH &RUSRUDWLRQ ZKLFK UHODWHV WR GHEWRUV RI WKH

)$& ZKR DUH FKDOOHQJLQJ WKH YDOLGLW\ RI QHWZRUN FKDUJHV PDGH XQGHU WKH )HGHUDO $LUSRUWV
&RUSRUDWLRQ $FW ����� ,I WKH QHWZRUN FKDUJLQJ DSSURDFK LV IRXQG WR EH LQYDOLG� WKLV UDLVHV

WKH SURVSHFW RI IXUWKHU FODLPV IURP RWKHU DLUSRUW XVHUV ZKR KDYH SUHYLRXVO\ SDLG QHWZRUN

EDVHG FKDUJHV WR WKH &RUSRUDWLRQ� 7KHUH LV QR EDVLV IRU TXDQWLI\LQJ SRWHQWLDO FODLPV�
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7ULSDUWLWH 'HHG UHODWLQJ WR WKH &RUH 5HJXODWHG $LUSRUWV

7ULSDUWLWH 'HHGV DSSO\ WR WKH �� &RUH 5HJXODWHG $LUSRUWV �6\GQH\� 0HOERXUQH� %ULVEDQH�

3HUWK� &DQEHUUD� &RRODQJDWWD� 7RZQVYLOOH� $GHODLGH� +REDUW� /DXQFHVWRQ� 'DUZLQ DQG

$OLFH 6SULQJV�� 7KH 7ULSDUWLWH 'HHGV EHWZHHQ WKH &RPPRQZHDOWK RI $XVWUDOLD� DLUSRUW

OHVVHHV DQG OHVVHHV· ILQDQFLHUV SURYLGH IRU WKH &RPPRQZHDOWK WR ¶VWHS�LQ· DV DLUSRUW

RSHUDWRU LQ GHILQHG FLUFXPVWDQFHV� 7KH SRWHQWLDO OLDELOLW\ RI WKH &RPPRQZHDOWK ZRXOG

YDU\ FRQVLGHUDEO\ ZLWK WKH VSHFLILF IDFWRUV OHDGLQJ WR VXFK DQ DFWLRQ� ,I WKH

&RPPRQZHDOWK HQWHUHG LQWR SRVVHVVLRQ RI DQ DLUSRUW VLWH LW FRXOG VHHN WR UHFRYHU LWV FRVWV

IURP D QXPEHU RI VRXUFHV� LQFOXGLQJ DLUSRUW UHYHQXHV�

0DULWLPH ,QGXVWU\ )LQDQFH &RPSDQ\ /WG �0,)&R� ² ERDUG PHPEHUV¶ LQGHPQLW\

,QGHPQLWLHV IRU 0,)&R ERDUG PHPEHUV KDYH EHHQ SURYLGHG WR SURWHFW DJDLQVW FLYLO FODLPV

UHODWLQJ WR HPSOR\PHQW DQG FRQGXFW DV GLUHFWRUV RI 0,)&R� 7KHVH LQGHPQLWLHV DUH

XQTXDQWLILDEOH DQG QR H[SLU\ GDWH KDV EHHQ VHW�

6WHYHGRULQJ ,QGXVWU\ )LQDQFH &RPPLWWHH �6,)&�

7KH 6WHYHGRULQJ ,QGXVWU\ )LQDQFH &RPPLWWHH �6,)&� KDV �� FODLPV IRU DVEHVWRV UHODWHG

GDPDJH DZDLWLQJ +LJK &RXUW GHFLVLRQ� 7KHVH FODLPV ZHUH LQKHULWHG IURP WKH $XVWUDOLDQ

6WHYHGRULQJ ,QGXVWU\ $XWKRULW\� &RVWV WKDW PD\ DULVH IURP WKHVH FODLPV FDQ QRW EH

GHWHUPLQHG DQG DUH WKHUHIRUH XQTXDQWLILDEOH� $Q\ IXWXUH FODLPV PDGH UHVXOWLQJ IURP WKH

+LJK &RXUW·V GHFLVLRQ DUH DOVR XQTXDQWLILDEOH�

7UHDVXU\

&KDQJHV LQ WKH QHW SULQFLSDO YDOXH RI FURVV FXUUHQF\ VZDSV DQG IRUHLJQ FXUUHQF\

GHQRPLQDWHG GHEW UHVXOWLQJ IURP FKDQJHV LQ WKH QRPLQDO H[FKDQJH UDWH

6LJQLILFDQW QHW IRUHLJQ H[FKDQJH JDLQV RU ORVVHV PD\ EH UHFRUGHG LQ WKH RSHUDWLQJ

VWDWHPHQW LI WKHUH LV D VLJQLILFDQW FKDQJH LQ WKH QRPLQDO H[FKDQJH UDWH� 7KLV LV EHFDXVH D

FKDQJH LQ WKH QRPLQDO H[FKDQJH UDWH UHVXOWV LQ D FKDQJH LQ WKH QHW SULQFLSDO YDOXH RI FURVV

FXUUHQF\ VZDSV DQG IRUHLJQ FXUUHQF\ GHQRPLQDWHG GHEW� 7KH GLUHFWLRQ RI PRYHPHQW LQ

WKH H[FKDQJH UDWH ZLOO GHWHUPLQH ZKHWKHU WKHUH LV D QHW IRUHLJQ H[FKDQJH JDLQ RU D ORVV� $

JDLQ LV D SRVLWLYH ULVN WR WKH RSHUDWLQJ UHVXOW� ZKLOH D ORVV LV D QHJDWLYH ULVN� 1HW IRUHLJQ

H[FKDQJH JDLQV RU ORVVHV GR QRW KDYH DQ\ LPSDFW RQ WKH ILVFDO EDODQFH�

9HWHUDQV
 $IIDLUV

9LHWQDP 9HWHUDQV¶ +HDOWK 6WXG\

$ FOHDU FRPPLWPHQW RQ WKH SDUW RI WKH *RYHUQPHQW KDV EHHQ PDGH WR IXQG WKH UHVXOWV RI

WKH 9LHWQDP 9HWHUDQV +HDOWK 6WXG\� )LQDOLVDWLRQ ZLOO RFFXU DV VRRQ DV WKH UHVXOWV DUH

YDOLGDWHG� 7KLV LV H[SHFWHG LQ WKH ODWWHU SDUW RI �����
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STATEMENT 5:  EXPENSES

Part I:  Overview of General Government Expenses

INTRODUCTION

Statement 5 presents general government sector expenses in 1998-99, the Budget year and
forward estimates. Expenses represent the full costs of an activity, whereas the outlays
presentation in previous budgets only covered direct cash costs.

Recording estimated expenses rather than estimated cash transactions is in accord with
international best practice in government budgeting and consistent with world-wide
private sector practices.  Budgeting in this fashion reflects more accurately the full cost of
achieving the Government’s objectives, eliminates the distortions associated with the
timing of certain payments and provides a better basis for assessing inter-generational
equity.

The general government sector provides public services that are mainly non-market in
nature, are mainly for collective consumption by the community, involve the transfer or
re-distribution of income, and are generally financed through taxes and other compulsory
levies.

General government sector expenses are based upon a system of rolling forward estimates
consolidated by the Department of Finance and Administration largely from estimates
supplied by other agencies. There are 48 agencies in the general government sector which
comprise more than 99 per cent of the Budget.  A full set of estimates is maintained for
each of these agencies.  In the Budget papers, these agencies are referred to as material
agencies. The estimates of the remainder, a large number of very small agencies in the
general government sector, are not material from either a budgeting or an accounting
perspective.  In the Budget papers, these agencies are referred to as small agencies.  In
order to avoid placing an undue administrative burden on these agencies, only limited
estimates information is maintained on those small agencies that receive an appropriation
from government.  Table 1 shows the total estimated expenses of the general government
sector in 1998-99, the Budget year and the forward estimates.

Table 1: Estimated Expenses ($m)

1998-99 1999-00 2000-01 2001-02 2002-03

Expenses 150183 157111 143776 148357 151432
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OVERVIEW OF GENERAL GOVERNMENT EXPENSES

Part IV of Budget Statement 1 addresses in detail the Government’s budget priorities.  In
addition to a significant overhaul of the taxation system and associated adjustments to
family and incomes support payments and transitional payments to the States and
Territories to compensate for the impact of A New Tax System, the 1999-2000 Budget
includes major initiatives in the areas of health, education and employment.

Measures to improve health care, to support the elderly, to support literacy and numeracy
programmes and to expand the Work for the Dole scheme and support indigenous
employment are also outlined in Budget Paper No. 2.

The Government has indicated that it will invest for the nation’s growth by supporting
families, investing in the development of national infrastructure - particularly roads - and
supporting education and scientific research to increase our competitive advantage.   This
budget also sees measures for a safer and fairer Australia, especially to counter the major
threat posed to society by illicit drugs, and for improving the environment.

In addition, the Government has reviewed a large range of programmes and services to
ensure that they contribute to a vital rural and regional Australia, and to fostering stability
in our region of the world.

Measures in these areas, and further initiatives to ensure efficiencies in Government
operations, see all portfolios contributing to the vision for a better Australia that the
Government outlined in its 1998 election platform.

The level of expenses incurred largely reflects the economic cycle.  For example, during a
period of strong economic growth, expenses incurred on personal benefits can fall
substantially.  The level of expenses is also significantly affected by discretionary policy
decisions.  Expenses increased in the early 1990s due to the combined effects of slower
economic growth and spending initiatives designed to stimulate growth.

TABLES AND DATA IN STATEMENT 5

The overview section of Statement 5 discusses trends in aggregate expenses.  Part II
describes expenses by portfolio.  The tables in Part II show 1998-99, the Budget year and
forward estimates expenses by portfolio for all material agencies as well as those small
agencies, which are in receipt of appropriations in the budget year.  These expenses are at
the agency level and have not been consolidated to eliminate either inter agency
transactions within each portfolio, or those between agencies in different portfolios.  In
this form, the expenses show the consumption of resources by each individual agency.

Expenses shown for material agencies reflect the expenses of those agencies in accordance
with accounting standards and as disclosed in their operating statements.  They do not
include payments of the capital user charge to the Budget.  These payments are in the
nature of dividends which are not treated as expenses.
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Estimates of expenses for small agencies that are in receipt of appropriations are derived
from estimates of their revenue (appropriations from government for the price of outputs,
including funding for payments of the capital user charge to the Budget, and revenues
from independent sources).  While in general terms the Government does not fund these
agencies to make a profit, in any year timing differences may result in minor discrepancies
between small agency revenues and the expenses disclosed for these agencies in their
Portfolio Budget Statements.  They, therefore, are more properly described as “proxy
expenses”, which is the term used in the affected tables in Part II of this statement.

It should be noted that the Budget provides for a contingency reserve to fund anticipated
events that cannot be assigned to particular agencies at time of the Budget.  The expense
estimates for individual portfolios for the budget and forward years will tend therefore to
be understated, pending the assignment of the contingency reserve during the year.

Tables in Part III show expenses incurred or estimated to be incurred by the general
government sector over recent years and the Budget and forward estimates years. This
includes information on trends in departmental expenses and staffing levels, and expenses
by economic type. Departmental expenses are those expenses which are within the control
of the relevant agency; they are reported on separately from those expenses agencies
simply administer on behalf of government.  Departmental expenses are similar to - but
more comprehensive in coverage than - the former running costs of agencies.

Policy decisions affecting expenses are summarised in Budget Statement 4 in this Budget
Paper and described in detail in Budget Paper No. 2.
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Part II: Expenses by Portfolio

AGRICULTURE, FISHERIES AND FORESTRY

Table 1: Estimated Expenses* ($m)
1998-99 1999-2000 2000-01 2001-02 2002-03

Agriculture, Fisheries and Forestry  
Departmental 322.6 312.8 277.9 248.1 231.3
Agriculture, Fisheries and Forestry  
Administered 1221.7 974.9 679.5 665.9 657.8
Australian Wool Research and 
Promotion Organisation Departmental 153.5 122.5 121.5 127.4 129.3
Grains Research and Development 
Corporation Departmental 96.5 102.2 93.0 91.9 90.8

* This table shows the gross expenses of each agency.

Overview

The overarching objective of the Agriculture, Fisheries and Forestry portfolio (AFFA) is
to contribute to sustainable, competitive and profitable Australian agricultural, fisheries,
food and forestry industries.  The portfolio enhances the ability of these industries to take
control of their futures, enhance export growth, and realise investments that balance
economic development and environmental outcomes. This approach promotes job
creation in rural and regional Australia and promotes community prosperity.

The portfolio’s objective requires it to pursue a number of strategic priorities.  The
industry development strategies pursued by the portfolio recognise the benefits of a
“through-chain” framework which builds stronger and more cooperative relationships
along the chain from producer to consumer.  This requires self reliant producers
possessing a strong skills base and positive attitudes to acquiring knowledge and to the
management of risk.  Institutional arrangements are also required to assist industry and
farm family households cope with change.

In the international sphere, the portfolio works to maintain and improve market access
and a favourable international trading environment, including through the Supermarket to
Asia Programme and international trade negotiations.  The portfolio ensures ongoing
access of Australian products to current and new export markets through provision of a
national regulatory service to protect the safety and health of Australia’s agricultural,
fisheries, food and forestry industries.

At the consumer end, the portfolio contributes to improvements in the promotion,
coordination and marketing of agriculture, fisheries and forestry products.  Australian
consumers are also protected through the portfolio’s quarantine services and imported
food inspection services.
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In order to ensure that Australia’s natural resources are available for use by future
generations, the portfolio works to ensure that the land and water resource base is
managed and used on a sustainable basis.  This is done through resource management
strategies which are research-driven, through the efficient use of scarce land and water
resources and by addressing land degradation and salinity issues.

In this Budget, funding is being committed to support existing and new elements of the
Supermarket to Asia Strategy and to implement the Food and Fibre Supply Chain
programme.  Resources are also being provided to support the sustainability of the Great
Artesian Basin, the Northern Australian Quarantine Strategy and to deter fishing in
Australia’s subantarctic waters.

Major Outputs and Administered Items

The Department’s major outputs include policy advice, economic research, scientific
advice, programme administration, export certification services and quarantine services.
The reduction in departmental expenses in 1999-2000 and the forward years reflects in
large part the reduction in expenses in Australian Quarantine and Inspection Service
(AQIS), as the already announced meat inspection reforms are implemented.  There are
programmes being finalised such as the implementation of the Regional Forest
Agreements, and some lapsing programmes such as funding for the Nairn Quarantine
Review which will be considered in future budgets.  In addition the Department will
achieve savings through efficiencies arising from the application of competitive tendering
and contracting and other performance improvement initiatives.

The bulk of the reduction in administered expenses in 1999-2000 and the forward years is
the result of the Government returning the Australian Wheat Board (AWB Limited) and
the Wool International stockpile to growers and the cessation of the red meat industry
levy arrangements from 1998-99.  In addition from 2000-01 expenses are forecast to
decline as the domestic milk market support scheme winds down.

Policy advice includes advice to the Government on issues which impact on portfolio
interests, as well as policy development and implementation.  The provision of
well-informed policy advice is assisted by independent and timely economic research
produced by the portfolio’s major research bodies like the Australian Bureau of
Agricultural and Resource Economics.

The portfolio also produces independent and timely scientific advice consisting of analysis
and research, resource assessments and natural resource databases for input into decision
making and policy development.

All activities associated with export inspection and certification of Australian food and
other agricultural products are handled by the portfolio.  This is done in accordance with
importing country requirements, including the audit of certification activities conducted
under quality assurance systems or contestable third-party systems.
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The portfolio provides quarantine services, including all activities associated with
quarantine requirements, inspection and certification services, and client/stakeholder
expectations.  Audit of its certification activities is conducted under quality assurance
systems.

The portfolio administers 21 key statutory authorities which are partially or fully levy
funded.  The levies are used to fund activities such as research and development,
undertaken by research and development corporations, and marketing and promotion,
undertaken by statutory marketing authorities.  Major portfolio agencies include the AWB,
the Dairy Research and Development Corporation, and the Australian Wool Research and
Promotion Organisation.

The Government announced in March 1999 that it had agreed to a new constitution for
AWB Limited, effective from 1 July 1999, through which wheat growers will assume
ownership of the company.  The Government has also announced that it intends to
introduce legislation which will pass ownership and control of the wool stockpile to
growers, ending the Government’s involvement in the management of the stockpile.

The portfolio also administers a number of key programmes.  Some of the most
significant initiatives are described below.

The Rural Adjustment Scheme provides for ongoing interest rate subsidy assistance to
farm businesses in exceptional circumstances; payments to farmers of remaining interest
rate subsidy commitments and re-establishment grants which were approved before the
scheme closed in 1997; and payments under the Commonwealth/State Rural Partnership
Programme.  Assistance under this scheme is being phased out and replaced by the
Agriculture – Advancing Australia (AAA) package of initiatives which was launched by the
Prime Minister in September 1997.

The Farm Family Restart Scheme is an AAA initiative that helps low income farmers by
providing access to improved welfare support, and adjustment assistance if they wish to
leave the industry.  Farm Business (FarmBis) and Community Programmes are also AAA
initiatives.   FarmBis is a Commonwealth/State programme which makes grants available
to provide farmers with training and skills development in areas such as business planning,
management and marketing.  Community Programmes assist rural communities to identify
needs and plan for the future through counselling, information and community services.

The National Landcare Programme supports a community-based approach to address
environmental degradation and to protect the future of our natural resources.  The
Programme supports collective action by communities to sustainably manage natural
resources and the environment in partnership with government. There are now more than
4,250 landcare groups across Australia.   Achieving sustainable agriculture is a major
environmental goal for Australia.

The Forest Industry Structural Adjustment Package assists native forest industry
employers and employees to adjust to the changes in the forest resources available to the
industry as a result of the negotiation of Regional Forest Agreements.



5-8

ATTORNEY-GENERAL’S

Table 2: Estimated Expenses* ($m)
1998-99 1999-2000 2000-01 2001-02 2002-03

Attorney-General's Department 
Departmental 170.1 195.8 181.8 173.6 166.3
Attorney-General's Department 
Administered 317.9 201.4 227.3 224.2 217.1

Australian Federal Police Departmental 281.1 316.1 301.2 279.3 280.5

Australian Federal Police Administered 7.3 7.6 7.7 7.8 7.9

Family Court of Australia Departmental 121.8 114.7 114.5 116.2 118.4
Australian Customs Service 
Departmental 544.6 533.5 531.3 534.4 541.5
Australian Customs Service 
Administered 0.3 0.3 0.3 0.3 0.3

Small Agency Proxy Expenses**
Administrative Appeals Tribunal 
Departmental 26.2 28.2 27.6 27.8 28.3
Australian Security Intelligence 
Organisation Departmental 60.9 65.9 63.7 58.3 58.4
Australian Transaction Reports and 
Analysis Centre Departmental 7.7 11.8 10.9 10.8 11.0
Federal Court of Australia 
Departmental 60.1 64.9 66.2 67.7 69.4
Human Rights and Equal Opportunity 
Commission Departmental 16.0 16.0 17.0 17.0 17.3
National Crime Authority 
Departmental 47.5 52.3 44.7 45.2 40.9
Office of Film and Literature 
Classification Departmental 5.9 5.4 5.4 5.4 5.4
Office of Parliamentary Counsel 
Departmental 6.5 6.4 6.5 6.5 6.6
Office of the Director of Public 
Prosecutions Departmental 60.9 56.5 58.8 57.2 58.3
National Native Title Tribunal 
Departmental 23.7 22.3 22.4 22.6 23.0
Australian Institute of Criminology 
Departmental 4.1 4.3 4.6 4.0 4.1
Australian Law Reform Commission 
Departmental 3.0 3.0 3.1 3.1 3.2
Criminology Research Council 
Administered 0.6 0.4 0.4 0.4 0.4

High Court of Australia Departmental 7.8 24.9 25.0 25.1 25.3
* This table shows the gross expenses of each agency.
** Derived from the estimated agency revenues.

Overview

The Attorney-General's portfolio covers a broad range of law and justice matters and
services including legal policy and services to the Commonwealth; administrative,
constitutional, civil, family, and international law; law reform; bankruptcy estate
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administration and regulation; Commonwealth courts and tribunals; legal aid; native title;
national and international human rights issues; censorship; the provision of protective
services to property and individuals; criminal law and law enforcement; national security;
and some aspects of customs and border control.

The portfolio’s agencies progress government priorities including direct services to the
community within a legislative framework; the purchase of services on behalf of the
community; the provision of services to the Government, Ministers, Commonwealth
Departments and agencies and the provision of services to other clients.

The structure of agencies within the portfolio is aligned to the Government’s overall
commitment to a fairer and safer Australian society.  A new National Crime Information
System (CrimTrac) and a national crime prevention programme are Budget measures
which give expression to the Government’s commitment in this area.  The portfolio
comprises the Attorney-General’s Department and a number of statutory and
non-statutory bodies.  The Department is the central policy and coordinating agency
within the portfolio.

As the result of a Government initiative in the 1999-2000 Budget, the portfolio will soon
include the Federal Magistrates Service which will deal with less complex cases, enabling
judges of both the Family and Federal Courts to concentrate on the more complex cases
of law.   This will be augmented by initiatives to increase the availability of alternative
dispute resolution and provide greater access to justice for disadvantaged people in rural
and regional areas.

Through its law enforcement and security roles, the portfolio plays a major role in
implementing the Government’s Tough On Drugs strategy.  Additional resources are
provided in the Budget to boost the illicit drugs search capacity of the Australian Customs
Service and to establish four new mobile strike teams in the Australian Federal Police.
The portfolio will play a pivotal role in Olympic security issues at the Sydney 2000 Games.

The Department and portfolio agencies are grouped as follows:

• Legal policy and services to the Commonwealth – to advance and protect the
interests of the Commonwealth, its ministers and agencies by the provision of
sound, constructive, highly professional and timely legal policy advice and legal
services;

• Community affairs – to enhance and promote the rights of individuals and their
reasonable access to justice;

• The justice system – to promote the effective and timely adjudication of disputes
and resolutions of questions of law in courts and tribunals with appropriate
jurisdictions; and to interpret and uphold the Australian Constitution; and

• Maintenance of law, order and safety – to contribute to the maintenance of law and
order, combat crime and respond effectively to acts of politically motivated
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violence; maintain effective measures against espionage and subversive activities
and against attacks directed at individuals, information and assets; and maintain
effective border management.

Major Outputs and Administered Items

The outputs produced by the portfolio encompass a wide range of law and justice matters
and services.  Along with the Department, the major agencies in the portfolio are the
Australian Customs Service, the Australian Federal Police and the Family Court of
Australia.  The major outputs produced by these agencies include:

• Attorney-General’s Department: policy advice and development; performance of
statutory obligations; provision of protective security services under the Australian
Protective Service Act 1987;

• Australian Customs Service: facilitation of the legitimate movement of goods and
people across the border while intercepting prohibited and restricted imports and
exports and identifying illegal movements; coastal and offshore surveillance and
response;

• Australian Federal Police: undertaking investigations into organised crime, illicit drug
trafficking, fraud against the Commonwealth, corporate and other economic crime,
money laundering and other serious crime; and

• Family Court of Australia: provision of equitable and timely access to justice where
family disputes are litigated; provision of services to assist the resolution of family
related disputes without litigation.

Detailed information on agencies’ outputs is shown in the Attorney-General’s Portfolio Budget
Statement 1999-2000.  The Portfolio Budget Statement provides descriptions of outputs,
either individually or as output groups, for each agency together with price and
performance measure information.  The increase in the departmental expenses of the
Attorney-General’s Department in 1999-2000 includes $15.7 million for The Republic
Referendum Advertising Campaign, $20 million for CrimTrac and $5.2 million for the
establishment of the Federal Magistrates Service.  The increase in departmental expenses
for the Australian Federal Police provides for enhanced law enforcement activities.

Administered items for the portfolio are centred in the Attorney-General’s Department.
The major items of administered expenses include payments for the provision of legal aid
$101.5 million, grants to supplement community and voluntary legal aid schemes
$25.2 million, grants to family relationship support organisations $21.2 million
(administered in partnership with the Department of Family and Community Services),
and provision for assistance to the States and Territories under Part 9 of the Native Title
Act 1993 $20 million.

In 1999-2000, the administered expenses of the Department are essentially restored to the
base level of funding, following the substantial additional funding provided in 1998-99 for
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the Gun Buy Back Scheme.  Further, some discretionary grants have been brought
forward from 1999-2000 to 1998-99.
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COMMUNICATIONS, INFORMATION TECHNOLOGY AND THE ARTS

Table 3: Estimated Expenses* ($m)
1998-99 1999-2000 2000-01 2001-02 2002-03

Department of Communications, 
Information Technology and the Arts 
Departmental 273.1 180.7 168.9 157.5 158.0
Department of Communications, 
Information Technology and the Arts 
Administered 442.2 473.4 482.1 375.0 226.4
Australian Broadcasting Corporation 
Departmental 613.1 661.2 685.2 715.9 736.3

Australia Council Departmental 74.1 77.1 75.5 68.4 70.0
National Gallery of Australia 
Departmental 26.1 27.3 28.0 28.6 29.4
National Library of Australia 
Departmental 49.8 50.8 50.4 50.6 50.3
Special Broadcasting Service 
Corporation Departmental 111.0 121.7 124.7 126.3 126.1

Small Agency Proxy Expenses**
Australian Broadcasting Authority 
Departmental 13.8 16.1 16.5 16.4 15.7
Australian Film Commission 
Departmental 16.6 17.5 17.5 17.6 17.8
Australian Film, Television and Radio 
School Departmental 13.6 19.0 19.6 19.9 20.3
Australian National Maritime Museum  
Departmental 17.7 25.7 26.7 25.6 25.7
Australian Communications Authority 
Departmental 47.1 53.7 51.6 49.9 50.9
National Museum of Australia  
Departmental 13.8 15.6 37.1 40.5 40.9

* This table shows the gross expenses of each agency.
** Derived from the estimated agency revenues.

Overview

The Government recognises that improved communications and continuing advances in
information technology are fundamentally changing the way Australians live and work.  A
major objective of the Communications, Information Technology and the Arts portfolio
is to ensure that Australians fully realise the extraordinary potential of these advances in
terms of job creation and other opportunities.

In this Budget, the Government will provide additional funding for a range of arts and
cultural programmes, including programmes targeted to regional Australia.  The
community broadcasting sector will receive funding to increase access and reach of that
sector and assist with costs from commercialisation of the national transmission network.
The Australian Broadcasting Authority will be provided with additional funding to
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facilitate the transition to digital television broadcasting, the regulation of online services
and restriction of access to adult telephone services.

Major Outputs and Administered Items

The portfolio is comprised of the Department of Communications, Information
Technology and the Arts (DOCITA) and 11 statutory authorities.  The portfolio’s
principal functions include policy development, regulatory activities and programme
delivery relating to the telecommunications, broadcasting, information technology (IT)
and cultural sectors.  In addition, the portfolio has oversight responsibilities for
Commonwealth owned companies including Telstra, Australia Post, Film Australia
Limited and the Australian Film Finance Corporation Limited.  The portfolio also has
responsibility for public television, radio and internet-based broadcasting conducted by
the Australian Broadcasting Corporation (ABC) and the Special Broadcasting Service
(SBS).

The Administrative Arrangements Order changes in October 1998 transferred the former
Office of Government Information Technology and the National Office for the
Information Economy, together with IT components of the former Department of
Industry, Science and Tourism, into the Department.  This is the first time all
Commonwealth information technology functions have been brought together in one
portfolio.

In 1998-99 departmental expenses included, amongst other things, the cost of running the
National Transmission Network (NTN), which was sold in April 1999.  This accounts for
the bulk of the reduction in expenses for 1999-2000 and the forward years.  Funding for
the costs of operating the network has been transferred to the ABC and SBS, that will pay
the service provider directly.  The increase in departmental expenses of the ABC and SBS
also includes provision for the introduction of digitilisation of television.  The reduction in
administered expenses for DOCITA from 2001-02 onwards reflects completion of
projects for the Federation Fund and the Regional Telecommunications Infrastructure
Fund – Networking the Nation.

The portfolio provides on-line government information, encourages the wide acceptance
of electronic commerce and works to enhance Australia’s presence in the international IT
market.

The portfolio manages Australia’s cultural heritage through national collecting institutions
such as the National Library of Australia and the National Gallery of Australia; and
produces programmes which encourage enjoyment of the arts and development of an
Australian culture.  The major arts project during 1999-2000 will be to continue
development of new buildings for the National Museum of Australia and the Australian
Institute of Aboriginal and Torres Strait Islander Studies, which will be opened in 2001.
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DEFENCE

Table 4: Estimated Expenses* ($m)

1998-99 1999-2000 2000-01 2001-02 2002-03

Department of Defence Departmental 10165.8 10124.7 10441.1 10839.9 11123.3

Department of Defence Administered 1866.9 1952.9 1890.7 1832.2 1977.3
Defence Housing Authority 
Departmental 244.6 243.1 245.6 245.6 245.6

* This table shows the gross expenses of each agency.

Overview

The Defence portfolio is primarily concerned with the prevention or defeat of armed
force against Australia or its interests through the development and delivery of a strong
military combat capability and the promotion of a favourable regional and global security
environment.

The efficiency and effectiveness of Australia’s defence effort are being enhanced through
identification of emerging priorities for the Australian Defence Force (ADF).  For
example, major capital equipment and facilities expenditures are being directed towards
maintaining the Defence Force’s technological advantage, providing effective ADF strike
capability, along with the capacity to overcome threats to Australian territory and its
maritime and air approaches.

In addition, the Defence Reform Programme, initiated by the Government during its first
term of office, reduces unnecessary administration and duplication, and channels the
savings into improvements in defence capabilities. Australia’s combat capability will be
strengthened by having 65 per cent of uniformed personnel in combat and combat-related
positions.

Major Outputs and Administered Items

In order to prevent or defeat armed aggression against Australia or its interests the
Defence portfolio strives for a strong combat capability.  This will enhance regional and
global stability and Australia’s standing in the region, thus reducing the likelihood of the
threat or use of armed force against Australia or its interests. Australia’s standing in the
region is also raised through activities which promote regional and global security and
stability.

The Defence portfolio also delivers non-combat related services, such as civil search and
rescue, to support the nation in times of need.  These services are made possible by using
the capabilities which have been developed for the defence of Australia.

The Defence portfolio contributes strategic, military and defence advice to assist the
Government in the development of relevant policies.
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The Department of Defence also administers a number of items on behalf of the
Commonwealth, namely, military superannuation schemes, investments in ADI Limited
and the Defence Housing Authority, and the Young Endeavour  youth training scheme.
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EDUCATION, TRAINING AND YOUTH AFFAIRS

Table 5: Estimated Expenses* ($m)

1998-99 1999-2000 2000-01 2001-02 2002-03
Department of Education, Training and 
Youth Affairs Departmental 241.1 195.4 197.8 199.6 209.2
Department of Education, Training and 
Youth Affairs Administered 10577.7 10806.3 11041.5 11305.8 11477.3

Small Agency Proxy Expenses**
Australian National Training Authority 
Departmental 11.3 10.9 11.0 11.1 11.3
Australian National Training Authority 
Administered 954.1 968.0 975.8 991.4 1011.3

* This table shows the gross expenses of each agency
** Derived from the estimated agency revenues.

Overview

Through the Education, Training and Youth Affairs portfolio the Government is seeking
to create a flexible education and training system that is available to all Australians,
regardless of age or background.  The portfolio supports Australia’s research and research
training efforts and promotes Australian education and training services overseas.

The education and training system allows young Australians to make informed choices
about their career aspirations and gives them flexibility in their choices.  Opportunities are
provided for Australians, as they mature, to upgrade their skills so that they may maintain
and enhance their contribution to Australia’s economic and community life.  For their
part, employers benefit from the greater capacity of the education and training system to
meet the changing needs of the marketplace.

Government initiatives in past years have focused on providing outcome-based incentives
to encourage higher performance and achieve more efficient funding arrangements.  The
bulk of portfolio expenses is provided as grants to the suppliers of education services,
namely government and non-government schools and providers of post-school education
and training.

Schools

Commonwealth funding directed to the schools sector facilitates quality school education
while also acknowledging the shared responsibility of the Commonwealth, State and
Territory governments and the private sector for educating students.

From total Commonwealth resourcing of around $4.8 billion per annum for this sector,
an amount of $4.1 billion will be provided to government and non-government schools
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and school systems in the form of general recurrent and capital grants. Additionally,
$717 million will be provided for specific programmes targeted at improving participation
and educational attainment for Indigenous students and other groups requiring support.

The Government will meet in this Budget all of its 1998 election commitments for
schooling announced in Raising Standards.  The schools sectors will benefit from a range of
initiatives including increased funding for literacy and numeracy, enhancement of the
National School Drug Education Strategy, new funding for a Quality Teacher Programme
and an extension of Commonwealth funding for the National Asian Languages and
Studies in Australian Schools (NALSAS) Strategy.  Revised funding arrangements for the
2001-04 Quadrennium will also provide a greater focus on outcomes and outputs and
more equitable funding arrangements for non-government schools through the
introduction of a new needs-based allocation methodology based on the socio-economic
status of the school community.

Higher Education (including research)

The Commonwealth’s role in higher education is to support and develop a diverse higher
education system that takes a long-term and independent approach in providing quality
teaching, scholarship and research.

To promote Australians' access to higher education, the Commonwealth subsidises the
recurrent and capital costs of higher education through grants to universities. Through
portfolio expenses, the Commonwealth will contribute $4.2 billion to an estimated total
higher education sector income of almost $8.7 billion.  This contribution includes around
$1.6 billion for research activities and research training.  To meet its election
commitments, the Government will commit additional funding for the Strategic
Partnerships with Industry - Research and Training Programme, for Research
Infrastructure and will introduce a new programme, Science Lectureships.

Vocational Education and Training

The Commonwealth will contribute funding in the order of $1.6 billion to the vocational
education and training sector.  The bulk of this funding will be directed through the
Australian National Training Authority (ANTA) under the Commonwealth-State
Agreement 1998-2000.  The 1999-2000 Budget sees the Government meeting its election
commitment to boost much needed training in rural and regional Australia as announced
in Skilling Australia for Jobs. The Rural and Regional New Apprenticeships incentive will
provide a $1,000 payment to employers who progress new apprentices to higher skill
levels in trades and occupations experiencing skill shortages in rural and regional areas.

Income support for Indigenous Students

A number of changes will be made to the ABSTUDY programme from 1 January 2000.
The initiatives will open up opportunities for indigenous students to access a wider range
of assistance. The principle underpinning the changes is that the living allowance and
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supplementary benefits payable to indigenous students should be the same as those paid
to non-indigenous students unless the disadvantage addressed by the benefit is unique to,
or disproportionately concentrated upon, indigenous students.  As a consequence of these
changes, some monies will be redirected from ABSTUDY through the Indigenous
Education Strategic Initiatives Programme.

Internationalisation of Education and Training

The Commonwealth will advance the internationalisation of Australian education and
training and promote Australian products and services overseas. Australia’s export of
education and training services will be enhanced through the work of Australian
Education International.

Major Outputs and Administered Items

Due in part to a very large carryover, departmental expenses for the Department of
Education, Training and Youth Affairs were relatively high in 1998-99.  To some extent,
the decline in departmental expenses from 1998-99 to 1999-2000 represents a return to a
more realistic base level of funding.  It includes the phasing-in of the savings obtained
from the information technology outsourcing and a $10 million per annum reduction in
the price of outputs.  The portfolio has a significant number of administered items which
are grouped by the educational and activity sectors below.

SCHOOLS

The Commonwealth supports infrastructure funding for the schools sector.  This
contribution provides the Commonwealth with the leverage to influence the national
schooling framework.

Assistance is also provided to school students with special needs.  This addresses the issue
of access to education by all Australians and targets those students who are identified as
educationally disadvantaged.  Administered items include Indigenous Education, Students
with Special Learning Needs and a range of literacy and numeracy initiatives.

The quality of teaching and learning is covered through administered items such as
Vocational Education in Schools, Languages, Civics and Citizenship, Drug Education and
Teacher Quality.

POST-SCHOOL EDUCATION

Operating and other grants, including funds provided through the Higher Education
Contribution Scheme (HECS), provide infrastructure funding for higher education
institutions. Infrastructure funding for the vocational education and training sector is
provided to ANTA.  Income support for indigenous students studying at the post school
level is also included.
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The role of ANTA is to facilitate a national vocational education and training sector.  The
ANTA Ministerial Council, comprising Commonwealth, State and Territory vocational
education and training ministers, sets annual goals, objectives and priorities for the
national system.

The Rural and Regional New Apprenticeships incentive addresses the Government’s
commitment to apprenticeships and traineeships.  A combination of administered items
(including employer incentives, personal benefits, infrastructure and support services) is
aimed at ensuring that relevant work-based skills and learning outcomes are acheived.

The Commonwealth also assists in the development of skills and support for the
individual’s transition into the workforce.  Other productive forms of engagement are also
available to ensure that individuals have the opportunity to develop skills needed both in
the workplace and the community. Administered items include provision of training
courses for those without literacy, numeracy and English language skills, as well as a
number of transitional strategies such as career counselling and pathway programmes.

Young Australians are encouraged to contribute actively to the community.
Key administered items in this area are the Green Corps programme and a range of other
programmes which assist young people in their transition from school to stable
employment.  In addition, there are various processes for consulting young people and
other activities which aim at improving their profile.

RESEARCH AND INTERNATIONALISATION OF EDUCATION AND TRAINING

The portfolio administers research programmes on behalf of the Government.  Support
for research training includes administered items such as Research Fellowships, Australian
Postgraduate Awards and Postgraduate Research Scholarships.  Support for research
activities include the wide range of grants that are available on a competitive basis to
individuals or teams and as block grants to higher education institutions.

Internationalisation activities include Australian Education International, the recognition
of overseas qualifications and a range of initiatives that are aimed at increasing Australia’s
participation in international study, training and research.
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EMPLOYMENT, WORKPLACE RELATIONS AND SMALL BUSINESS

Table 6: Estimated Expenses* ($m)
1998-99 1999-2000 2000-01 2001-02 2002-03

Department of Employment, 
Workplace Relations and Small 
Business Departmental 416.1 367.7 365.1 363.8 367.8
Department of Employment, 
Workplace Relations and Small 
Business Administered 1082.8 1790.7 1294.7 1325.7 1372.6

Comcare Departmental 160.6 156.9 168.6 178.2 187.3

Small Agency Proxy Expenses**
Affirmative Action Agency 
Departmental 2.4 2.2 2.2 2.2 2.1
Australian Industrial Registry 
Departmental 41.6 39.8 41.3 41.5 42.1
Australian Industrial Registry 
Administered 1.4 1.5 1.5 1.5 1.5
National Occupational Health and 
Safety Commission Departmental 17.1 20.0 20.0 20.2 20.5
* This table shows the gross expenses of each agency.
** Derived from the estimated agency revenues.

Overview

The portfolio’s principal responsibilities relate to facilitating the efficient and equitable
performance of the labour market and the promotion of small business as an integral
component of the nation’s economic growth.

Within its labour market responsibilities, the portfolio aims to increase employment
growth through initiatives which improve labour market performance, and encourage
more flexible and fair workplace relations.  The portfolio also has responsibility for
promoting cooperative workplace relations; equality of employment opportunities for
women; coordinating national occupational health and safety issues, and management of
the Commonwealth workers’ compensation scheme.

A significant expense item of $500 million in administered expenses in 1999-2000 has
been provided by the Government to assist small business and the education and
charitable sector with the introduction of A New Tax System.

Major Outputs and Administered Items

The Department of Employment, Workplace Relations and Small Business contributes to
improved labour market performance and more flexible and fair workplace relations
through policy advice, legislation development, programme administration, research and
evaluation.  The Department is a major purchaser of employment services through Job
Network and Centrelink.  The reduction of departmental expenses in 1999-2000 is due
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largely to the finalisation of transitional expenses for restructuring following the winding
up of the Commonwealth Employment Service and its replacement by Job Network.

The Department also administers a range of employment programmes for specific target
groups, such as indigenous Australians, to support the principle of mutual obligation and
promote employment initiatives at the regional level.  It has played a major role in
developing the Government’s workplace relations initiatives, which promote innovative
agreement making, including by supporting the adoption of Australian Workplace
Agreements through the Office of the Employment Advocate. The Department also
administers the International Labour Organisation membership subscription and Coal
Mining Industry Long Service Leave financing arrangements.

The Department promotes an improved operating environment for small business
through policy advice, building and maintaining effective links with small business and its
representative organisations, and managing financial assistance programmes for small
business.

The portfolio contains agencies which are responsible for issues concerning workplace
relations, equal opportunity and occupational health and safety.  These include the
Australian Industrial Relations Commission (AIRC); the Affirmative Action Agency
(AAA); Comcare and the Safety, Rehabilitation and Compensation Commission; and the
National Occupational Health and Safety Commission.

The AIRC contributes to cooperative workplace relations by maintaining an effective
award safety net and introducing and maintaining processes that facilitate and support fair
and effective agreement making.  The Commission also provides conciliation and
arbitration for employers, employees and their representatives, and ensures that
employer/employee organisations are representative and accountable to members.

The AAA implements legislative requirements related to equality of employment
opportunities for women as well as education and training programmes which emphasise
best practice affirmative action practices.

Comcare and the Safety, Rehabilitation and Compensation Commission seek to minimise
the human and financial costs of workplace injury in Commonwealth employment,
through delivery of occupational health and safety and workers’ compensation
programmes.

The National Occupational Health and Safety Commission assists State and Territory
governments to improve the health and safety of work environments through the
provision of health and safety related products.
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ENVIRONMENT AND HERITAGE

Table 7: Estimated Expenses* ($m)
1998-99 1999-2000 2000-01 2001-02 2002-03

Department of the Environment and 
Heritage Departmental 393.4 388.3 380.6 369.3 344.0
Department of the Environment and 
Heritage Administered 388.2 360.9 418.1 340.3 7.7

Small Agency Proxy Expenses**
Australian Greenhouse Office 
Departmental 31.3 57.0 41.4 32.7 35.0
Australian Heritage Commission 
Departmental 6.9 7.6 7.6 7.7 7.9
National Parks and Wildlife Service 
Departmental 35.4 54.0 54.6 55.5 56.4
Great Barrier Reef Marine Park 
Authority Departmental 25.8 28.3 28.6 28.9 28.0

* This table shows the gross expenses of each agency.
** Derived from the estimated agency revenues.

Overview

The Environment and Heritage portfolio has three overarching roles:

• to protect and conserve the environment, especially those aspects that are of national
significance;

• to deliver meteorological and related science services to Australia; and

• to advance Australia's interests in Antarctica.

The portfolio pursues these matters through the Department of the Environment and
Heritage; three statutory authorities (the Great Barrier Reef Marine Park Authority,
National Parks and Wildlife, and the Australian Heritage Commission); and the Australian
Greenhouse Office.

Through leadership and cooperation, the Department promotes conservation and
appreciation of our natural and associated cultural heritage, and the ecologically
sustainable management of Australia's coastal and marine resources.

The Department also maintains an Australian presence at three stations on the Antarctic
continent and one on Macquarie Island. Australia’s Antarctic interests are pursued
through the Antarctic Treaty System, the administration of the Australian Antarctic
Territory and the subantarctic Territory of Heard and McDonald Islands, the protection
of the Antarctic environment and the conduct and coordination of scientific research in
Antarctica and the Southern Ocean.
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The Bureau of Meteorology is the national meteorological authority for Australia with
responsibility for meteorological and related services.  Under the Meteorology Act 1955, the
Bureau performs its functions in the public interest generally, with particular support to
the Defence forces, navigation, shipping and civil aviation.  It assists those engaged in
primary production, industry, trade and commerce.

The Australian Greenhouse Office administers greenhouse and climate change measures.
A commitment totalling $180 million was provided over the five years 1998-99 to 2002-03
for a package of greenhouse gas reduction initiatives including renewable energy
initiatives, expansion of the successful Greenhouse Challenge Programme, the new Cities
for Climate Protection Programme, and Bush for Greenhouse.

In this Budget, the Government maintains its commitment to improve the environment
with funding of $250 million allocated to the Natural Heritage Trust as part of the social
bonus derived from selling the second tranche of Telstra.  The Budget also contains
increased funding for the new Living Cities programme, for the Bureau of Meteorology
and for a range of environment protection measures.

The portfolio was provided with $33.2 million in the 1996-97 Budget across three years to
expedite the implementation of the National Forests Policy Statement.  The commitment
provided for Regional Forest Agreements across 13 forest areas (which has now been
revised to 12 with rezoning).  Additional funding of $16 million was provided to cover a
range of measures approved during 1997 and 1998 as part of the Tasmanian Regional
Forest Agreement.  The funding provided for intensive forest management initiatives,
infrastructure development projects and plantation establishment, and a programme to
protect conservation values on private land.

Major Outputs and Administered Items

The Department advises on and implements policies and programmes for the protection
and conservation of the environment.  This includes environment protection matters,
assistance to the Australian community to appreciate and conserve Australia's natural and
cultural (indigenous and historic) heritage places.

The Department also directs research to build up a systematic knowledge of the Antarctic
and its environment, and understanding of the role of this region in the global climate
system.

The reduction in departmental expenses in 1999-2000 and the forward years reflects the
finalisation of programmes including the implementation of the Regional Forest
Agreement, and some lapsing programmes such as Living Cities Programme which will be
considered in future budgets.

The outputs of the Bureau of Meteorology include producing meteorological information;
forecasting the weather, climate and state of the atmosphere; issuing warnings of gales,
storms and other weather conditions likely to endanger life or property; providing advice
on meteorological matters; publishing reports; conducting meteorological research and
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investigations; and supporting international cooperation in meteorology and operational
hydrology.

The Australian Greenhouse Office is the lead Commonwealth agency on greenhouse
matters.  It coordinates domestic greenhouse policy and delivers greenhouse response
programmes. Further to the commitment of $180 million, the Government provided an
additional $3.9 million in 1998-99, and $4 million in 1999-2000 to the Australian
Greenhouse Office for the continued administration of ongoing climate change work,
providing a key focus for the strategic policy development at both national and
international levels for the coordination of a wide range of greenhouse mitigation
measures.  The increase in its departmental expenses in 1999-2000 reflects its first full year
of operation.  The decrease in forward years’ expenses are based on the Office’s estimates
of revenue receipts from other agencies.

The Australian Heritage Commission identifies, values and conserves heritage places.  It
advises the Government on national estate matters, compiles an inventory of national
estate places with natural and cultural heritage values and encourages community
appreciation and concern for the National Estate under the Australian Heritage Commission
Act 1975.

National Parks and Wildlife promotes the conservation and appreciation of wildlife and
Commonwealth protected areas by administering statutory responsibilities under the
National Parks and Wildlife Conservation Act 1975, Wildlife Protection (Regulation of Exports and
Imports) Act 1982, Endangered Species Protection Act 1992 and Whale Protection Act 1980.

Under the Great Barrier Reef Marine Park Act 1975, the Great Barrier Reef Marine Park
Authority develops and cares for the Park.  It also cares for the conservation and
presentation of the world heritage values associated with the Great Barrier Reef.

Administered Items

The fluctuations in the administered expenses of the Department in the above table
reflects in large part the timing and scheduling of Natural Heritage Trust programme
commitments and the cessation of the programme at the end of 2001-02.

The Natural Heritage Trust of Australia has a commitment of $1.249 billion over five
years (1996-97 to 2000-01), of which $1.1 billion was provided from the partial sale of
Telstra.  An additional $250 million has been committed to the Natural Heritage Trust
contingent on the sale of the second tranche of Telstra, to extend the Trust beyond the
original package to 2001-02.  The objectives of the Trust are to provide a framework for
strategic capital investment to stimulate additional investment in the natural environment,
achieve complementary environment protection, natural resource management and
sustainable agricultural outcomes consistent with national strategies, and provide a
framework for cooperative partnerships between communities and all levels of
government.  Key projects include Bushcare, National Reserve System, Landcare, Coasts
and Clean Seas and the Murray-Darling Basin 2001 Project.
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Commonwealth funding of $5 million in 1998-99, $5.1 million in 1999-2000, $5.2 million
in 2000-01, and $5.3 million in 2001-02 has been committed to State agencies for the
management of world heritage properties.  The programme contributes significantly to
meeting Australia's obligations under the World Heritage Convention and to
implementing the Government's commitment to improve the protection, conservation
and presentation of Australia's world heritage properties.  Funding for this purpose was
also provided under the Natural Heritage Trust.

The Environment and Heritage portfolio administers a number of additional discretionary
environmental grant programmes including the Grants to Voluntary Environment and
Heritage Organisations and the Australian Biological Resources Study Participatory
Programme.
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FAMILY AND COMMUNITY SERVICES

Table 8: Estimated Expenses* ($m)
1998-99 1999-2000 2000-01 2001-02 2002-03

Department of Family and Community 
Services Departmental 1980.9 2028.0 2058.0 1986.4 1996.7
Department of Family and Community 
Services Administered 45331.8 48111.2 53102.6 53997.3 56467.1

Centrelink Departmental 1752.0 1761.0 1787.4 1697.3 1698.2

Small Agency Proxy Expenses**
Australian Institute of Family Studies 
Departmental 4.7 4.5 4.6 4.5 4.6

* This table shows the gross expenses of each agency.
** Derived from the estimated agency revenues.

Overview

The Family and Community Services portfolio comprises:

• the Department of Family and Community Services, which identifies and develops
policies to address the income support needs of individuals, provides family
relationship services, welfare housing and financial support and other services for
people with disabilities and families with children;

• Centrelink, which is the principal service delivery organisation for social security
payments and is responsible for the delivery of policy through the provision of
information, products and services to the Australian community; and

• the Australian Institute of Family Studies, which identifies and researches factors
affecting marital and family stability, and provides a national information centre on
these issues.

The Family and Community Services portfolio has three broad objectives:

• to strengthen families by ensuring that families, young people and students have
access to financial assistance and support services;

• to strengthen communities through access to affordable housing, community support
and services, and assistance to those in need; and

• to facilitate participation in labour force and community life by income support
measures and services that encourage independence and contribution to the
community.

Major Outputs and Administered Items

The forward estimates of administered expenses for the Department of Family and
Community Services include provision for the bulk of the compensation arrangements as
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set out under A New Tax System. This is reflected in the substantial increase in
administered expenses commencing in 2000-2001.

Stronger Families

This outcome recognises the contribution of families to the overall health and well-being
of individuals and society and reflects the Government’s commitment to help families to
build their capacity and resilience and to ensure that families can select and receive the
help they need at times of transition and crisis.

The Government will incur administered expenses of $10.5 billion in 1999-2000 rising to
some $13 billion by 2002-03 in direct financial support for families, children and youth
mainly through Family Allowance and the Family Tax Initiative.  Programmes in this area
bring together Commonwealth, State and community activities and have appropriate
linkages to a range of other programmes including health, education, family law and crime
prevention.

Family Allowance and the Family Tax Initiative provide financial assistance to around
1.8 million families towards the support of their children, and to recognise the role that
parents play in caring for children.  The portfolio incurs expenses of around $7 billion per
year on these programmes.

The Government has also committed to ensuring the well-being and care of children
affected by parental separation and in situations where the child is at risk.  This is achieved
particularly through the Child Support Agency and the National Council for the
Prevention of Child Abuse.  The Child Support Agency aims to ensure that separated
parents share the cost of supporting their children in a fair manner.  The National Council
for the Prevention of Child Abuse implements strategies and conducts research aimed at
assisting in the prevention of child abuse and neglect.

Youth programmes cost the Government over $2 billion per year and aim to support
young people financially during their education, training and transition into the workforce.
The programmes include Youth Allowance, Austudy and the Student Financial
Supplement Scheme.  Youth Allowance provides flexibility for individuals to move
between education, training and job search activities as suits their needs.  The Student
Financial Supplement Scheme provides students with the choice of increasing their
financial support through a Government sponsored loan scheme.

Stronger Communities

The Government will incur administered expenses of $1.3 billion in 1999-2000 to support
and strengthen communities.  This commitment will be delivered through a combination
of services and community-based programmes that encourage partnerships between
government, the community and the business sector.  Activities include housing
Supported Accommodation Assistance, and rural and regionally focussed programmes
and disaster and emergency relief.  It also recognises the importance of ensuring that
service delivery arrangements do not disadvantage people by virtue of their location, in
accessing Government programmes and services.
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The Government supports the provision of social housing through its contribution of
$1 billion per year to the Commonwealth-State Housing Agreement.  This contribution
provides for the expansion and maintenance of public rental housing, along with targeted
support for crisis accommodation, indigenous and community housing.

To help homeless people and those in crisis to re-establish independent living and
self-reliance, the Government provides approximately $140 million per year through the
Supported Accommodation Assistance Programme, for support services and transitional
accommodation.

Australians living in the bush can receive a range of special assistance including help in
passing on a viable farm to the next generation under the Retirement Assistance for
Farmers Scheme.

Communities in crisis because of natural disasters receive assistance when they need it
most, as for example through recent assistance which targeted victims of the Exmouth
cyclone.

An important part of the social safety net is delivered to families in need through the
Emergency Relief Programme which funds 900 community, charity and religious agencies
to deliver much needed cash and other support.

Economic and Social Participation

The Government will incur administered expenses of about $36.3 billion in 1999-2000, to
provide programmes that encourage self-reliance and economic independence for all
Australians, while maintaining a highly targeted, comprehensive and affordable safety net
for those people who are genuinely in need of assistance.  This level of support is
expected to rise to more than $42 billion by 2002-03.

The social security system provides income support for those requiring it due to age,
disability, unemployment and carer responsibilities.

The Age Pension aims to ensure that those unable to provide for themselves have
adequate income in retirement. This has been guaranteed through the linking of pension
payments with Male Total Average Weekly Earnings as well as the Consumer Price Index.

The cost of the Age Pension is expected to rise from $14.5 billion in 1999-2000 to
$16.9 billion in 2000-01 mainly due to the increased level of support as a result of the
introduction of the Government’s A New Tax System. Programmes to provide incentives
to better utilise assets and maximise private income ensure that retirees maintain a high
standard of living and that the social security safety net remains sustainable.

The Commonwealth will provide $21.8 billion in 1999-2000 for other forms of assistance
to encourage economic and social participation, including income support to the
unemployed, and those unable to work due to illness, disability or their responsibility as a
carer.  This assistance also encompasses income supplements such as Mobility Allowance
and Child Disability Allowance, and services providing labour market assistance, child
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care, rehabilitation and other services to facilitate workforce access and the opportunity
for community participation.

Government programmes focus on encouraging economic independence by providing
opportunities to enter or re-enter the labour market where possible.  For the unemployed,
income support is provided on the condition that they take appropriate action to help
themselves and to contribute to the community.  This has been reflected in the
Government's commitment to the Work for the Dole programme.
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FINANCE AND ADMINISTRATION

Table 9: Estimated Expenses* ($m)
1998-99 1999-2000 2000-01 2001-02 2002-03

Department of Finance and 
Administration Departmental 660.0 488.7 455.3 449.6 446.7
Department of Finance and 
Administration Administered 3161.3 2839.5 2852.1 2866.2 2865.7
Australian Electoral Commission 
Departmental 151.1 164.2 84.0 148.6 83.8
Australian Electoral Commission 
Administered 36.4 - - 36.4 -
Office of Asset Sales and IT 
Outsourcing Departmental 16.4 32.9 10.1 0.4 -

Small Agency Proxy Expenses**
Commonw ealth Grants Commission 
Departmental 5.0 8.1 7.5 5.0 5.1

* This table shows the gross expenses of each agency.
** Derived from the estimated agency revenues.

Overview

The Finance and Administration portfolio consists of the Department of Finance and
Administration, the Australian Electoral Commission, the Commonwealth
Superannuation Administration, the Office of Asset Sales and Information Technology
Outsourcing, and the Commonwealth Grants Commission.

The portfolio advises the Minister and, through him, the Government on the management
of Commonwealth resources. It has contributed to the implementation of the
Government’s comprehensive reform strategy for the Commonwealth public sector,
which emphasises improvements to resource management, a clear focus on achieving
government outcomes and exposing the provision of government services to competition.
The sales and outsourcing activities of the portfolio help to confine the direct activities of
the Commonwealth to those matters that are most appropriate and cost effective, while
enhancing industry development, competitiveness and structural efficiency.

In the 1999-2000 Commonwealth Budget, public sector financial management has been
reformed with the introduction of an integrated framework for accrual budgeting,
accounting and reporting. The new framework involves changing the Government’s
planning, budgeting, reporting and accounting practices. The move to this system will
enhance performance management in government agencies.

The portfolio also delivers whole of government services to Commonwealth Departments
and agencies.  In April 1999, the Government announced its intention to outsource
management of $2.8 billion non-Defence property portfolio, which is administered by the
Department of Finance and Administration.  The initiative is designed to provide for
more effective management of the property portfolio and will enable the Government to
gain access to international best practice in the property arena.
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The Department of Finance and Administration is introducing agency banking
arrangements to allow Commonwealth agencies to manage resources, including cash, in a
more business-like manner, by providing greater flexibility for agencies to tailor their
banking arrangements to their business needs.  As from 1 July 1999, agencies will be
responsible for establishing and managing their own bank accounts, processing their
payments and receipts, maintaining detailed transactional records, managing their
relationships with their chosen transactional banker, and meeting bank fees and charges
associated with operating their bank accounts. Under agency banking, each agency will
also be responsible for reporting exchange gains (revenues) and losses (expenses) on their
foreign transactions.  This was previously reported by the Department of Finance and
Administration.  The reduction in administered expenses in 1999-2000 is attributed to
these new arrangements (which is matched by a similar reduction in Administered
Revenues).

The Australian Electoral Commission (AEC) provides Australians with a fair, equitable
and independent electoral service through its conduct of elections and referendums,
maintenance of the Commonwealth electoral roll and the provision of electoral
information and education programmes for the community.  In addition, the AEC
supports Australian foreign policy through the provision of effective international
electoral assistance.

At the close of the 1998 Constitutional Convention, the Prime Minister made a
commitment to hold a referendum on whether Australia is to become a republic.  The
1999-2000 Budget includes two measures to provide funding for the Referendum.

The Commonwealth Grants Commission (CGC) provides advice to the Government on
the equitable distribution of funds to State and Territory governments and will now
undertake this task on behalf of indigenous Australians.  Commonwealth Superannuation
Administration (ComSuper) administers the main defined benefit superannuation schemes
applying to Commonwealth civilian employees and Defence Force members.  ComSuper’s
sole income is from external sources and therefore there are no appropriations included in
the 1999-2000 Budget.

The Office of Asset Sales and Information Technology Outsourcing (OASITO) arranges
the sale of major Commonwealth business assets and outsources information technology
infrastructure services for the Commonwealth general government sector agencies.  By
doing so, it contributes to fiscal consolidation objectives by raising savings and sale
proceeds in the Budget context.

During 1998-99 the Government sold the National Transmission Network for
$650 million.  In the coming year the Government intends to sell the National Rail
Corporation, ADI Limited and the second tranche of its shareholding in Telstra.
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Major Outputs and Administered Items

The Department of Finance and Administration assists the Government in achieving and
maintaining sustainable government finances through budget management and
documentation, advice on agency performance, shareholder advice and advice on strategic
policy issues.

The commercialisation of property management, as well as improvements in the operation
of the department through competitive tendering and contracting, have contributed to a
substantial reduction in departmental expenses in 1999-2000 that consolidates over the
forward years.  Notwithstanding these changes the department has delivered a whole of
government reform, in the form of the first accrual budget.

The Department also advises Ministers on implementing frameworks for improved public
sector performance and by delivering whole of government services to Commonwealth
departments and agencies.  This is achieved by providing strong and flexible financial and
property management frameworks; superannuation that allows greater flexibility and
choice for employees and agencies; and raising awareness of the benefits of competitive
tendering and contracting amongst agencies.

In regard to property management, a major strategy is to apply commercial management
practices to management activities in order to achieve a commercial rate of return on
assets.  The 1999-2000 Budget includes a measure for the Department to make an equity
return of $717.7 million over the four years 1999-2000 to 2002-03 from its administration
of the domestic and overseas property estate.

The Department also has responsibility for the management of Comcover (the
Government’s Insurable Risk Managed Fund), Removals Australia (the Commonwealth’s
relocations brokerage business) and for the management of a number of major contracts.
Commercial management practices have been and continue to be applied to the
management of these activities.

The Department facilitates public access to government information in order to allow
greater understanding of government activities and better quality of service delivery.

The Department also provides advice and services to Ministers and present and former
parliamentarians.  Strategies for 1999-2000 will focus on clarifying entitlements,
improvements to the systems and processes, in particular, the implementation of the
Parliamentary Systems Suite, a new information technology system for recording and
reporting Senators’ and Members’ entitlement usage, and improvement in administrative
training for Senators, Members and their staff.

The Department’s administered items are mainly concerned with the payment on behalf
of the Government of superannuation entitlements for former employees and
parliamentarians, entitlements for current parliamentarians and expenses of an ongoing
administrative nature, rather than grants to the States or other entities.
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The major outputs of the AEC are electoral roll management, elections, ballots and
referendums and electoral education.

The major outputs of the CGC are reports on fiscal equalisation (5 yearly reviews and
annual updates) and an upcoming report on the distribution of funding for programmes
to assist the indigenous community.

The two major outputs of OASITO are the sale on optimal terms of major
Commonwealth business assets identified by the Government, and the outsourcing of
information technology infrastructure services for the Commonwealth general
government sector.
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FOREIGN AFFAIRS AND TRADE

Table 10: Estimated Expenses* ($m)
1998-99 1999-2000 2000-01 2001-02 2002-03

Departm ent of Foreign Affairs and 
Trade Departm ental 618.7 648.7 635.5 639.4 658.6

Departm ent of Foreign Affairs and 
Trade Administered 139.9 119.3 116.5 115.2 113.7

AusAID Departmental 64.4 65.1 64.0 64.3 65.1

AusAID Administered 1335.4 1088.1 1362.0 1434.8 1202.4

Australian Trade Com m ission 
Departm ental 165.6 175.1 171.1 170.8 167.9

Australian Trade Com m ission 
Administered 159.4 155.6 151.3 150.9 0.5

Small Agency Proxy Expenses**

Australia-Japan Foundation  
Departm ental 2.2 2.5 2.4 2.4 2.4

Australian Secret Intelligence Service  
Departm ental 37.8 42.5 42.6 42.7 43.5

Australian Centre for International 
Agricultural Research Departm ental 43.7 45.8 46.1 45.9 46.2

* This table shows the gross expenses of each agency
** Derived from the estimated agency revenues.

Overview

The Foreign Affairs and Trade portfolio conducts Australia’s foreign relations, helps
Australians win export business, generates inward and outwards investment, and provides
assistance to developing countries to reduce poverty and achieve sustainable development.
In addition to foreign policy, trade and development assistance outputs, the portfolio
provides consular and passport services for Australians.  The portfolio is committed to
improving public understanding of Australia’s foreign, trade and aid policy both
domestically and internationally.

A high priority in 1999-2000 is the foreign policy challenge created by developments in
East Timor.  In response, the Budget provides funds to open an Australian
Consulate-General in Dili, East Timor and a policy liaison office in Lisbon, Portugal, and
for AusAID to establish an office in Dili as part of the Consulate-General.

The portfolio’s network of overseas posts plays a key role in maintaining and
strengthening the bilateral relations at the core of Australia’s national security and
economic well-being.  East Asia remains a primary focus because of the significant
Australian interests involved.  The portfolio also devotes particular attention to conveying
Australia’s point of view to the United States administration and to encouraging continued
United States engagement in the security and economic affairs of the region.  The
portfolio is working to strengthen Australia’s commercial relationship and broaden the
political dialogue with the European Union and individual member countries.
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The portfolio’s work in multilateral forums is focused on issues of direct interest to
Australia.  A priority area has been to implement and, where necessary, strengthen
international regimes covering weapons of mass destruction – nuclear, chemical and
biological.  Another priority area is to protect and advance the important Australian
interests engaged in the international environment agenda.  In 1999-2000, climate change
and the negotiations on a Biosafety Protocol will demand particular attention.
Comprehensive treaty consultation processes give effect to the Government’s
commitment to better channels of communication with those whose interests are affected
by international agreements or negotiations.

Keeping markets open through vigorous pursuit of market access issues and working for
further multilateral trade liberalisation in bodies such as the World Trade Organization
(WTO) and Asia Pacific Economic Cooperation (APEC) are key objectives.  In addition,
the portfolio is working to achieve agreement for a new comprehensive round of WTO
trade negotiations to begin in 2000.

The Government has also developed the Market Development Task Force and the annual
Trade Outcomes and Objectives Statement to pursue export markets and identify market
development priorities.

Economies around the world are increasingly trading electronically and the portfolio
places priority on making Australian exporters effective participants in the digital age.
Austrade is particularly focussing its resources in this area, as well as making a sustained
effort to serve the needs of small and medium enterprises and companies in regional and
rural Australia.

The portfolio is helping Australian exporters and investors to deal with the effect of the
Asian economic crisis.  In 1998-99 an Australian Embassy was opened in Abu Dhabi,
United Arab Emirates and Trade Consulates established in Bucharest, Romania and Lima,
Peru to assist our exporters to diversify their markets.  The 1999-2000 Budget provides
funds to open an Embassy in Zagreb, Croatia including Austrade marketing staff to assess
trade opportunities.

Assistance provided to regional countries affected by the Asian crisis is helping them to
respond to social needs, resume sustained growth and improve their economic and
financial management.  Substantial development assistance is also provided to Papua New
Guinea.  Through its leading role in the Bougainville peace and reconstruction process,
the portfolio is working for a peaceful settlement to the dispute on the island.  The
peaceful and fair resolution of the political future of East Timor, and its long term
development needs, are also a key focus. Promoting stability and economic reform in the
Pacific Island countries is a continuing priority.  Australia will also continue to respond to
emergency and humanitarian situations.

The portfolio also plays an important role in international forums, and with multilateral
and non government agencies, in pursuing its aid objective.  The principles and directions
set out in the Government's 1997 policy statement, Better Aid for a Better Future, continue to
shape the Australian aid programme.
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Against the background of a large increase in the number of Australians travelling and
living abroad, the portfolio will maintain its delivery of high quality consular and passport
services.  Demand for these services will be heightened by the challenges presented by
international Year 2000 problems.

Major Outputs and Administered Items

In addition to the major outputs outlined above, administered items contribute to
portfolio outcomes. DFAT makes payments for Australia’s participation in most
international organisations although such memberships are of whole-of-government
interest. The decline in the Department’s administered expenses in the Budget year arises
from the shifting of the responsibility for the contributions to the United Nations Food
and Agriculture Organisation to the Department of Agriculture, Fisheries and Forestry,
and some expenses being treated as departmental rather than as administered from
1999-2000 onwards.  The increase of around $30 million in the Department’s
departmental expenses in 1999-2000 includes the new policy measures in relation to East
Timor and Zagreb, and large foreign exchange and overseas inflation adjustments
amounting to $20 million.

The fluctuations in AusAID’s administered expenses reflect the expensing of the
contributions to a range of multi-year agreements in the year that the commitments are
made, for example contributions to the International Development Agency (IDA) and the
Asian Development Fund.  A multi-year commitment was made to IDA in 1998-99 and
there are no other major multi-year commitments falling due in the Budget year.  This
accounts for the majority of the fall in expenses in 1999-2000.

Development assistance administered by AusAID plays an important part in Australia’s
engagement in the region and supports broader bilateral efforts.  Financial support
provided to eligible Australian companies under the Export Market Development Grants
(EMDG) administered by Austrade contributes to Australia’s trade performance.
Movements in the Australian Trades Commission administered expenses reflect the
Government’s decision to extend the $150 million EMDG scheme to 2001-02 (in the
Government’s response to the Mortimer Review).  Further administered items of
assistance to exporters are the loans, insurance guarantees and bonds provided under the
National Interest provisions of the Export Finance and Insurance Corporation Act 1991.
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HEALTH AND AGED CARE

Table 11: Estimated Expenses* ($m)
1998-99 1999-2000 2000-01 2001-02 2002-03

Department of Health and Aged Care 
Departmental 646.8 682.3 666.1 662.5 667.7
Department of Health and Aged Care 
Administered 22175.9 23232.1 24546.9 25986.5 27319.9
Health Insurance Commission 
Departmental 349.2 378.4 395.6 398.6 373.6
Health Insurance Commission 
Administered 11015.6 11695.6 12327.2 13020.6 13847.3

Small Agency Proxy Expenses**
Professional Services Review 
Departmental 1.6 3.4 4.9 6.9 7.5
Australia New Zealand Food Authority 
Departmental 8.1 8.4 5.9 5.9 6.0
Australian Institute of Health and 
Welfare Departmental 15.9 16.3 16.1 16.2 16.3
Australian Radiation Protection and 
Nuclear Safety Agency Departmental 14.1 14.0 14.4 14.8 14.8
Private Health Insurance Ombudsman 
Departmental 0.7 1.0 1.0 1.0 1.0

* This table shows the gross expenses of each agency.
** Derived from the estimated agency revenues.

Overview

The portfolio aims to ensure that world class health and aged care services are available to
all Australians.

The priorities for the portfolio include population health and safety; ensuring access to
Medicare through the Medicare Benefits Schedule, the Pharmaceutical Benefits Scheme
and the public hospital system; raising the health status of Aboriginal and Torres Strait
Islander people; and enhancing the quality of life for older Australians.

Growth in Commonwealth health and aged care expenditure over the decade to 1998-99
has averaged four per cent in real terms.  The growth mainly reflects a steady increase in
utilisation of medical and pharmaceutical services over the period and a drift to more
costly drugs and medical services.  This Budget contains a number of important health
initiatives.

Major Outputs and Administered Items

Population Health and Safety

The Commonwealth’s role in population health is to provide national leadership and
coordination in research and information, education campaigns, service delivery,
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evaluation and redevelopment of legislation, and public health education and training.
Particular focus is given to the Government’s identified core population health priority
areas of childhood immunisation, HIV/AIDS and related diseases, the national illicit drug
strategy, cancer control and injury prevention.

The Therapeutic Goods Administration (TGA) is responsible for ensuring the quality,
safety, efficacy and timely availability of therapeutic goods available in Australia.  The
TGA recovers its costs from the therapeutic goods industry.

The Australia New Zealand Food Authority develops and maintains appropriate food
standards to minimise the community’s exposure to food borne disease and chemicals.
The Australian Radiation Protection and Nuclear Safety Agency aims to protect the health
and safety of people, and the environment, from the harmful effects of radiation.

Government initiatives in the Budget will address the issues of illicit drugs, Hepatitis C,
and improve the effectiveness of Australia’s food hygiene and the regulatory arrangements
for product safety.

Access to Medicare

The Department of Health and Aged Care ensures access, through Medicare, to high
quality medical services through quality primary care, medicines and, in cooperation with
States and Territories, hospital services.

The Department pays more than $300 million per annum to the Health Insurance
Commission to process Medicare rebates and reimburse pharmacists under the
Pharmaceutical Benefits Scheme.

Medical Benefits

The Commonwealth provides financial assistance for medical services provided outside of
hospital and for private patients in hospital.  Where gap payments for out-of-hospital
medical services, for an individual or a family, exceed a certain amount in a year, all further
benefits in that year are paid at up to 100 per cent of the Schedule fee.

Pharmaceutical Benefits Scheme

Under the Pharmaceutical Benefits Scheme, the Commonwealth provides assistance
towards the cost of pharmaceuticals.  Concession card holders (pensioners, the
unemployed and low income families) receive a higher subsidy than other members of the
general public.  A safety net applies on a family basis, to protect those with a high use of
medicines.

Public Hospitals

To support free hospital care under Medicare, the Commonwealth provides financial
assistance to the States through hospital funding agreements amounting currently to about
half the cost of public hospitals. The current Australian Health Care Agreements focus on
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increasing public patient access and improving the efficiency and effectiveness of service
delivery.  These agreements provide for automatic adjustments for costs of population
increases, ageing of the population and changes to private health insurance membership
levels.  There is also provision for expected increases in demand as new and better
medical services become available.

Measures taken by the Government in the Budget to improve the administration of, and
access to, Medicare will further assist the achievement of this outcome and enhance
primary care.

Choice through Private Health Insurance

The portfolio is implementing the new 30 per cent private health insurance rebate and
other measures to promote competitive and attractive private health insurance to ensure a
viable private health insurance industry and improve the choice of health services for all
Australians.

The Private Health Insurance Administration Council regulates the private health
insurance industry and the Private Health Insurance Ombudsman protects consumers.

The Government is introducing Lifetime Health Cover, which will enable health funds to
charge different premiums to people depending on the age at which they first join a health
fund.  It maintains the principles of community rating but provides clear incentives for
people to take up or retain private health insurance by rewarding early and continuous
membership. The Budget also includes a measure to promote simplified billing
throughout the private health industry.

Quality Health Care

The Department develops, supports and promotes strategies to improve the quality,
integration and effectiveness of health care, in particular, through coordinated care trials.
The Department will further advance general practice reforms and promote quality and
efficiency within the medical sector.

There is a range of Budget measures in relation to these objectives.  These measures
address suicide, rural and regional general practitioner services, and medical services for
women in rural and remote areas.  A major feature of the Budget is enhanced primary care
for older people and in particular, more coordinated care services.

Rural Health Care

To achieve the Government’s election commitment to rural and remote Australia, the
Department will ensure a coordinated approach to the delivery of health care in rural and
remote locations.

In this Budget the Government will fund the establishment of 30 Regional Health Service
Centres to improve access to quality health care for people living in rural and remote
areas.  Measures will also assist isolated health professionals to cope with job related
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trauma and provide instruction on first line emergency care to health professionals in
remote areas.

Hearing Services

The Department aims to reduce the consequences of hearing loss for eligible Australians
and reduce the incidence of hearing loss in the broader community.

It does this by funding a range of hearing services to eligible pensioners and all people
under the age of 21 years.  Consumers have a choice of hearing service providers through
the Hearing Services Voucher System.  The voucher system entitles eligible pensioners to
subsidised hearing services through the Australian Hearing Services (AHS) and private
sector providers.  AHS continues to provide hearing services to people under the age of
21 years.

The Budget provides a significant increase in funding to provide an extra 67,000 vouchers
per year for Australians with hearing loss.

Aboriginal and Torres Strait Islander Health

The Department has a range of strategies to achieve the Government’s priority in
addressing the health of Aboriginal and Torres Strait Islander people.

The Commonwealth funds a network of community controlled primary health care
services for Aboriginal and Torres Strait Islander people.  Commonwealth funding also
supports a range of specialist services, including mental health, sexual health and hearing
services.  These services complement general health services.  The Commonwealth works
with the States and other stakeholders in the planning and funding of Aboriginal and
Torres Strait Islander health services to ensure these Australians have access to necessary
services.

This Budget provides a major increase in funds to improve access by indigenous people to
comprehensive primary health care as well as to provide environmental and health
infrastructure to remote Aboriginal and Torres Strait Islander communities.

Enhanced Quality of Life for Older Australians

To provide long-term sustainable aged care services and to improve choice and access, the
portfolio provides support for positive, healthy ageing and high quality cost effective
services for frail older people, people with disabilities and their carers.

Community Care and Support for Carers

The Commonwealth, in conjunction with the States, funds a range of services for frail
aged, and younger people with a disability, to enable them to continue to live in their own
homes.
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Residential Care

The Commonwealth pays substantial subsidies for residents of aged care facilities, based
on their care needs.  Residents receive accommodation and nursing and personal care
services, such as nursing procedures, medication administration, therapies and help with
daily living.  The level of Commonwealth funding for each resident is provided according
to the relative care needs of residents.  The Commonwealth provides 75 per cent of funds
for resident care with the contribution of residents based on their ability to pay.

Health Investment

A key strategy for the portfolio is to afford greater attention to investment in research and
training in health and to keep up with advances in technology.  The portfolio will
contribute to the pool of knowledge, which will assist the health and medical community
in the development of better strategies to improve the health and well-being of all
Australians.

Commonwealth support for health research activities includes funding for health and
medical research administered by the National Health and Medical Research Council.
Funding is provided for capital works at medical research institutes and for postgraduate
specialist training.  Funding is also provided to the Australian Institute of Health and
Welfare for outputs related to health and welfare information.

The Budget will strengthen health and medical research by more than doubling the base
funding for the National Health and Medical Research Council over six years.
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IMMIGRATION AND MULTICULTURAL AFFAIRS

Table 12: Estimated Expenses* ($m)
1998-99 1999-2000 2000-01 2001-02 2002-03

Department of Immigration and 
Multicultural Affairs Departmental 436.9 384.8 400.8 404.5 413.9
Department of Immigration and 
Multicultural Affairs Administered 134.0 130.6 129.1 124.0 117.2

Small Agency Proxy Expenses**

Refugee Review  Tribunal Departmental 18.4 16.3 14.2 14.2 14.0
Migration Review Tribunal 
Departmental 9.9 10.8 10.2 9.8 9.9

* This table shows the gross expenses of each agency.
** Derived from the estimated agency revenues.

Overview

The portfolio contributes to Australia's economic, social and international interests
through programmes directed at:

• the lawful and orderly entry and stay of people;

• the promotion of a society which values Australian citizenship, appreciates cultural
diversity and enables migrants to participate equitably; and

• fair and balanced administration of migration and humanitarian related entry into
Australia.

The Government’s current priorities in this area include ensuring that the migration intake
is focused on skilled immigrants, maintaining the integrity of our national border and
continuing to promote recognition of the value of cultural diversity and citizenship.  It is
also concerned to ensure that Australia plays an appropriate and responsible role in
relation to refugees, as evidenced in the Government’s response to the current Kosovo
crisis.

Major Outputs and Administered Items

The Department of Immigration and Multicultural Affairs (DIMA) manages the entry and
stay of people in Australia.  This is achieved through the assessment of temporary and
permanent visa applications.  Efficiency in this area has been enhanced by the
implementation of the Electronic Transfer Authority System for temporary visas.  DIMA
is also responsible for the enforcement of immigration law through the management of
prevention, detection and removal of unlawful entrants.  A large percentage of DIMA’s
resources are devoted to achieving this objective, including for the provision of overseas
immigration posts.  A major challenge in 1999-2000 will be the planning arrangements for
the large scale movement of people expected for the Sydney 2000 Olympics.
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During 1998-99 the department completed a significant internal restructuring, incurring
additional expenses.  For 1999-2000 departmental expenses have returned to a more
normal level, consistent with expected workload variations.

The Government supports the humanitarian entry and stay of people through the
provision of the Asylum Seekers Assistance (ASA) Scheme and the assisted passage of
refugees and humanitarian entrants.  The continued development of effective migration
and humanitarian programmes is supported by Australia’s membership of international
organisations and joint Commonwealth-State research activities.

To enable migrants to participate equitably in Australian society the Department provides
settlement services and translating and interpreting services.  The Adult Migrant English
Programme is an integral support element for migrants and refugees to ensure that they
have the capacity to communicate effectively.

The Department promotes the value of Australian citizenship and cultural diversity
through sponsoring activities such as the celebration of the 50th anniversary of Australian
citizenship in 1999 and the Living in Harmony campaign.  The Living in Harmony campaign,
which has been extended by the Government in the 1999-2000 Budget, will promote
cultural diversity through a community grants programme, a community awareness
strategy and a partnership programme with the private sector.

The portfolio ensures decisions on the migration and refugee status of applicants are fair
and balanced by providing independent merit reviews through the Migration Review
Tribunal (formerly the Immigration Review Tribunal and the Migration Internal Review
Office) and the Refugee Review Tribunal.  The Refugee Review Tribunal also contributes
to ensuring that Australia meets its obligations under international conventions relating to
the status of refugees.
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INDUSTRY, SCIENCE AND RESOURCES

Table 13: Estimated Expenses* ($m)
1998-99 1999-2000 2000-01 2001-02 2002-03

Department of Industry, Science and 
Resources Departmental 332.7 298.8 312.8 308.1 305.3
Department of Industry, Science and 
Resources Administered 965.2 801.9 723.0 795.9 752.9
Australian Nuclear Science and 
Technology Organisation Departmental 105.6 113.9 115.3 121.8 115.6
Australian Sports Commission 
Departmental 114.2 117.8 97.0 92.1 95.8
Australian Tourist Commission 
Departmental 128.6 131.7 133.9 132.0 117.9
Commonw ealth Scientific and 
Industrial Research Organisation 
Departmental 736.0 756.0 754.8 766.2 778.8

Small Agency Proxy Expenses**
Australian Institute of Marine Science 
Departmental 24.3 30.8 32.2 32.0 33.3
Australian Sports Drug Agency 
Departmental 5.7 5.8 5.9 5.8 5.8

IPAustralia Departmental 68.4 72.3 74.3 75.4 76.8
National Standards Commission 
Departmental 3.1 3.8 3.8 3.9 3.9

* This table shows the gross expenses of each agency.
** Derived from the estimated agency revenues.

Overview

The Industry, Science and Resources portfolio has responsibility for developing,
implementing and administering policies and programmes which aim to maximise the
benefits to Australians of Australian industries.  It does this through the promotion of
activities which range across three areas:

• increasing the international competitiveness of Australian manufacturing, resources
and service industries, including tourism;

• developing Australia’s science and technology capabilities and infrastructure; and

• encouraging excellence in sports performance, and increasing participation in sport
and recreational activities by Australians.

Major Outputs and Administered Items

The Department of Industry, Science and Resources provides strategic leadership and
policy advice to the Government on issues which cover all of the objectives outlined in
the overview.  The $34 million reduction in its departmental expenses in 1999-2000 is
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largely due to internal efficiencies, some lapsing programmes, for example a range of
bounties and replacement of the Pharmaceutical Factor F scheme by the Pharmaceutical
Industry Investment Programme, and various changes within the department.

The Department delivers a range of administered programmes in those areas on behalf of
the Government. These include assistance to the pharmaceutical industry, the Technology
Diffusion programme, the Industry Innovation programme (R&D START), the
Cooperative Research Centres programme, and the Innovation Investment Fund.
Payments of bounties will fall significantly from the end of 1998-99, although this Budget
provides for an extension to the Shipbuilding Production Bounty at a cost of
$28.3 million.  Fluctuations in administered expenses from 2000-01 reflect the differential
impact of new adjustment programmes such as the Textile Clothing and Footwear Post
2000 Investment Scheme which are replacing other forms of assistance.  Other Budget
measures include $61.1 million for a new Shipbuilding Innovation Scheme and a new
Printing Industry Competitiveness Scheme.  The Government will also facilitate growth in
other industries through the Action Agendas Programme.

In addition, the Department provides scientific business services through the Australian
Surveying and Land Information Group (AUSLIG), the Australian Government
Analytical Laboratories (AGAL) and the Australian Geological Survey Organisation
(AGSO).

The portfolio includes three science agencies - the Australian Institute of Marine Science
(AIMS), the Australian Nuclear Science and Technology Organisation (ANSTO) and the
Commonwealth Scientific and Industrial Research Organisation (CSIRO) - which
undertake scientific research and provide scientific advice to the Government.  These
agencies have received a boost in funding in the 1999-2000 Budget.

The National Standards Commission promotes the international competitiveness of
Australian industry by ensuring that Australia has a national system of physical
measurements in which business, government, the community and our international
trading partners have complete confidence.   It does this through the coordination of
Australia’s national measurement system.

The Australian Tourist Commission seeks to increase the number of visitors to Australia
from overseas and to maximise the benefits to Australia from those visitors, while
protecting Australia from adverse impacts of international tourism.  It does this by
promoting Australia in overseas markets as a tourist destination.

Measures in the 1999-2000 Budget provide an $8 million boost to regional Australia to
become more tourism ready and a further $8 million to encourage more Australians to
holiday within Australia.

IP Australia seeks to ensure that Australians benefit from the effective use of intellectual
property by granting patents, trade marks and designs.  The operating expenses of the
agency are recovered from user charges and there is no funding from the Budget.
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The Australian Sports Commission promotes Australia’s sports performance by
developing and implementing programmes and policies aimed at delivering an effective
national sports infrastructure, improved participation in sporting activities by Australians
and excellence in sports performance by Australians.  Leading up to the Olympics, a major
focus for sports funding has been the Olympic Athletes Preparation Programme.  Under
Review 2000 the role of the Commonwealth in sport post 2000 will be examined.  The
1999-2000 Budget also meets the Government’s 1998 election commitment to provide
more than $144 million to Australian sport from 2000-01 to 2002-03.

The Australian Sports Drug Agency is charged with the responsibility of ensuring that the
Australian sporting community can deter athletes from using banned doping practices.  It
does this by conducting a comprehensive drug testing and awareness programme.  The
1999-2000 Budget provides measures to increase the capacity for the Australian Sports
Drugs Agency to deter athletes from using drugs.
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PARLIAMENT

Table 14: Estimated Expenses* ($m)
1998-99 1999-2000 2000-01 2001-02 2002-03

Joint House Department Administered 6.7 6.7 6.7 6.7 6.7

Small Agency Proxy Expenses**
Department of the Senate 
Departmental 27.2 28.5 28.4 28.7 29.1

Department of the Senate Administered 9.4 9.9 9.9 9.9 9.9
Department of the House of 
Representatives Departmental 24.5 26.6 26.7 26.8 27.1
Department of the House of 
Representatives Administered 18.6 18.6 18.6 18.6 18.6
Department of the Parliamentary 
Library Departmental 14.9 16.5 16.7 16.7 16.7
Department of the Parliamentary 
Reporting Staff Departmental 37.0 42.6 42.0 43.8 43.3

Joint House Department Departmental 38.7 36.2 36.4 36.8 37.1
* Table shows the gross expenses of each agency.
** Derived from the estimated agency revenues.

Overview

There are five departments which support the Commonwealth Parliament:

• Department of the Senate;

• Department of the House of Representatives;

• Department of the Parliamentary Library;

• Department of the Parliamentary Reporting Staff; and

• Joint House Department.

The Departments of the Senate and House of Representatives contribute to the effective
functioning of their respective parliamentary bodies and their committees through advice
and secretariat support bodies; a range of support services to office-holders; and the
promotion of public knowledge and awareness of the parliamentary bodies and their
committees.

The Department of the Parliamentary Library contributes to a more informed Parliament
and, through it, to the Australian community by providing Senators, Members and
Parliamentary Committees with quality information services, policy analysis and advice.
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The Department of the Parliamentary Reporting Staff provides the Parliament and the
people of Australia with reporting, information technology, telecommunication and
broadcasting.

The Joint House Department provides for an effectively functioning Parliament Building
while preserving its value as a heritage complex.  It is responsible for raising public
awareness of the Australian Federal Parliamentary system and the Parliament House
building.
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PRIME MINISTER AND CABINET

Table 15: Estimated Expenses* ($m)
1998-99 1999-2000 2000-01 2001-02 2002-03

Department of the Prime Minister and 
Cabinet Departmental 49.8 51.3 46.8 47.5 48.4
Department of the Prime Minister and 
Cabinet Administered 12.8 20.0 19.7 15.1 15.2
Aboriginal and Torres Strait Islander 
Commission Departmental 955.9 980.6 1010.2 1042.5 1070.5
Aboriginal and Torres Strait Islander 
Commission Administered 82.2 83.8 84.5 84.9 86.3

Small Agency Proxy Expenses**
Office of the Official Secretary to the 
Governor-General Departmental 7.0 8.5 8.9 9.1 9.4
Office of the Official Secretary to the 
Governor-General Administered 1.8 1.5 1.0 0.9 0.8
Office of the Commonwealth 
Ombudsman Departmental 7.8 8.1 8.1 8.2 8.2
Office of Inspector-General of 
Intelligence and Security Departmental 0.7 0.6 0.6 0.6 0.6
Office of National Assessments 
Departmental 7.3 6.8 6.7 6.8 6.9
Public Service and Merit Protection 
Commission Departmental 20.9 19.1 19.1 19.2 19.1
Aboriginal Hostels Limited 
Departmental 35.9 43.4 44.4 45.3 46.3
Australian Institute of Aboriginal and 
Torres Strait Islander Studies  
Departmental 6.7 7.2 7.8 9.4 9.5
Indigenous Land Corporation  
Departmental 55.4 54.6 55.3 56.0 56.7
Torres Strait Regional Authority 
Departmental 41.0 45.1 46.0 41.5 42.7
Australian National Audit Office 
Departmental 52.0 48.5 50.3 50.5 51.9

* This table shows the gross expenses of each agency.
** Derived from the estimated agency revenues.

Overview

The portfolio of Prime Minister and Cabinet is diverse, including a broad range of
activities and a significant number of statutory office holders who perform core functions
of government.

The Department of the Prime Minister and Cabinet provides economic, social and
international policy advice for the Prime Minister, other portfolio Ministers, Cabinet and
its committees.  As well, the Department has supported the Prime Minister on a number
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of policy reviews and statements including the Wik Taskforce on the Native Title
Amendment Bill (passed in July 1998) and the Tough on Drugs statements.

The Department will support the Government in implementing the Prime Minister’s
commitment to hold a referendum on the Republic in 1999.  This also includes
coordinating the preparation of legislation to give effect to the republic model endorsed
by the 1998 Constitutional Convention.  Increased administered expenses in the
Department during 1999 and 2000 are due to the renewal of the successful Partnerships
Against Domestic Violence, the continuation of the Aboriginal Reconciliation Programme
and the additional costs of visiting dignitaries at the time of the Sydney Olympics.

The portfolio has contributed to major public service reforms relating to the financial and
employment management framework for Commonwealth entities.  As well, market testing
the outsourcing of certain corporate activities has been undertaken with the aim of
ensuring Commonwealth resources are focussed on core business.

Early in 1999, five portfolio agencies signed a contract to outsource the provision of
payroll, accounts processing and case management rehabilitation.  The Department is
scheduled to outsource the provision of its information technology and infrastructure
services from 1 July 1999.

Since 1996 the Public Service and Merit Protection Commission has been developing a
new public service framework, including legislation specifying a set of Australian Public
Service values.  The Public Service Bill was introduced in the Parliament for the third time
in March 1999.  The Bill was withdrawn by the Government on two previous occasions
when the Senate introduced unacceptable amendments.  Pending passage of the Bill, the
Government introduced a number of reforms by administrative means in March 1998.

The Audit Act 1901 was replaced on 1 January 1998 with legislation introducing a modern
framework for financial management, including the Auditor-General Act 1997.  The Act
established the Auditor General as ‘an independent officer of the Parliament’ and is
administered by the Prime Minister.  Accordingly, the Australian National Audit Office is
for administrative purposes part of the Prime Minister and Cabinet portfolio.

The portfolio has provided ministerial advice on Aboriginal reconciliation and a range of
specific indigenous policy issues, including reform of Aboriginal and Torres Strait Islander
heritage legislation, native title, separated children, housing reform, and business
development.

Major Outputs and Administered Items

In addition to providing economic, social and international policy advice, the Department
also provides coordination, and support services for the Prime Minister, other portfolio
Ministers, Cabinet and its committees.

Key policy activities will be maintained over the budget year, including as they relate to
taxation reform, the negotiation of further Comprehensive Regional Assessments and
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Regional Forest Agreements, the Sydney 2000 Olympic and Paralympic Games,
Aboriginal reconciliation, legislative reform on indigenous issues including Aboriginal Land
Rights (Northern Territory) Act 1976 and the Aboriginal and Torres Strait Islander Heritage
Protection Act 1984 and status of women issues.  Additional funding has been provided in
the 1999-2000 Budget to continue efforts to prevent domestic violence across Australia.
As well, the Department will progress the development and implementation of the
CABNET electronic system for the management and circulation of Cabinet documents.

The Office of the Official Secretary to the Governor-General provides support to the
Governor-General, maintains associated official properties and administers the Australian
system of Honours and Awards.

The Office of National Assessments provides the Government with assessments on
international developments of political, strategic or economic importance which bear on
Australia’s policy interests.

The Office of the Strategic Investment Coordinator advises on the possible use of
incentives for investment projects and facilitates government approval process for major
projects.

The Public Service and Merit Protection Commission provides advice designed to
encourage the development of a professional and innovative public service.

The Office of the Commonwealth Ombudsman investigates and resolves complaints
about the administrative actions of Commonwealth agencies and provides advice to
improve public administration.

The Office of Inspector-General of Intelligence and Security monitors intelligence
agencies and provides a complaints management service.

The Aboriginal and Torres Strait Islander Commission (including the Land Fund and the
Aboriginal Benefits Reserve), the Aboriginal Hostels Limited, the Torres Strait Regional
Authority, the Australian Institute of Aboriginal and Torres Strait Islander Studies, the
Indigenous Land Corporation and the Aboriginal and Torres Strait Islander Commercial
Development Corporation ensure indigenous participation in the formulation and
implementation of government policies bearing on the Australian indigenous community.

The Australian National Audit Office provides financial statement audit reports to
Ministers and Commonwealth entities and performance audit reports on Commonwealth
entities to Parliament.
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TRANSPORT AND REGIONAL SERVICES

Table 16: Estimated Expenses* ($m)

1998-99 1999-2000 2000-01 2001-02 2002-03
Department of Transport and Regional 
Services Departmental 182.4 165.8 167.1 168.3 162.0
Department of Transport and Regional 
Services Administered 2576.6 2462.4 1295.4 1259.0 991.3
National Capital Authority 
Departmental 6.6 12.1 12.6 12.7 13.0
National Capital Authority 
Administered 13.4 10.2 7.7 7.3 6.3
Australian Maritime Safety Authority 
Departmental 67.6 68.0 69.9 72.8 73.9

Australian Maritime Safety Authority 
Administered - 2.5 2.6 2.6 2.6
Civil Aviation Safety Authority 
Departmental 86.4 94.0 83.5 80.4 81.8

* This table shows the gross expenses of each agency.

Overview

The Government recognises that, in addition to services specifically aimed at communities
in regional, rural and remote Australia, transportation plays an integral part in fostering the
social and economic capacity of regional Australia and maintaining its links to the rest of
the country.  Agencies in the Transport and Regional Services portfolio support
government priorities by delivering transport and regional services designed to link
Australia.

These services contribute to economic prosperity and employment, accessibility,
environmental sustainability, safety, and national culture.  The portfolio’s role in
contributing to each of these key areas is discussed in turn.

The portfolio contributes to Australia’s economic prosperity and employment by
improving the effectiveness and efficiency of transport facilities - including continued
development of a geographically and modally integrated transport system – both at the
national and international level.  The portfolio pursues strategies to improve
Commonwealth, State and Territory, and private sector cooperation and investment in
services to regional communities and in transport planning and policy processes.  The
portfolio also acts to enhance regional and remote communities’ access to services.

The portfolio’s policies pursue a reduction in the adverse impact transport operations may
have on the Australian environment, consistent with the National Greenhouse Strategy,
emissions standards and good operating practice.  The portfolio also maintains effective
and efficient environmental management in Australia’s non-self-governing Territories.

By ensuring that high safety standards are maintained in all transport modes (including
nationally and internationally harmonised safety standards), the portfolio provides services
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to improve the safety of all Australians.  It is also a priority of the portfolio to ensure that
health and safety services within the non-self-governing Territories and other regional,
rural and remote communities are at a reasonable standard when compared with the
remainder of Australia.

The portfolio maintains strategies to ensure Canberra remains a national capital that
provides a common link to all Australians to symbolise Australia’s heritage, values and
aspirations; that it is internationally recognised; and that it is one of which Australians can
be proud.

The Budget provides additional funding for transport infrastructure including the National
Highway System and Roads of National Importance, bridges and Black Spots, as well as
funding to improve service delivery to rural and regional Australia.

From 2000-01 funding from the Goods and Services Tax, as part of A New Tax System,
will replace financial assistance grants to local government and this accounts for the
substantial decrease in administered expenses for the department.  A number of specific
capital projects, including the mainline inter-state rail upgrade and the Alice Springs to
Darwin Railway, are to be expected to be completed in 2001-2002, which is reflected in
the administered expenses estimates in 2002-03.

Major Outputs and Administered Items

The Department of Transport and Regional Services:

• provides policy advice and ministerial services;

• supplies regulatory, investigative and safety services relating to transport and regional
matters;

• supplies services to communities, primarily targeted at fostering the social and
economic capacity of communities as well as facilitating and maintaining links
throughout Australia; and

• administers and collects revenue from a number of sources on behalf of the
Government.

Departmental expenses in 1998-99 reflect work undertaken on a number of specific
programmes, including the Environmental Impact Statement for the proposed second
Sydney airport at Badgerys Creek and the Supermarket to Asia programme.  The
finalisation of these programmes accounts for the reductions in expenses 1999-2000.

The Department administers programmes on behalf of the Commonwealth aimed at
fostering the social and economic capacity of communities as well as facilitating and
maintaining their links with the rest of Australia.  These programmes are:
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• transport programmes designed to assist the social and economic capacity of
Australian communities through access to efficient transport systems; and

• regional services programmes designed to enhance regional and remote communities
access to services.

The National Capital Authority (NCA) is responsible for three classes of outputs.  These
are:

• review, amendment and administration of the National Capital Plan and National
Land;

• culture and awareness strategies and programmes for the National Capital; and

• asset and land management and capital enhancement services.

The Australian Maritime Safety Authority (AMSA) provides services to search for, locate
and rescue persons in distress within the aviation and maritime environment in the
Australian search and rescue region in accordance with national and international
obligations.  AMSA also provides a framework to contribute to the safety of ships and
ships’ personnel consistent with community and international standards as well as a
marine environment free from ship-sourced pollution.

The Civil Aviation Safety Authority is responsible for aviation standards, compliance and
promotion.  The increase in its departmental expenses is due to a major restructure of the
organisation.
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TREASURY

Table 17: Estimated Expenses* ($m)
1998-99 1999-2000 2000-01 2001-02 2002-03

Department of the Treasury 
Departmental 78.8 98.7 88.7 85.6 85.5
Department of the Treasury 
Administered 26330.9 26985.5 8353.7 8878.4 7607.0
Australian Bureau of Statistics 
Departmental 252.0 267.7 292.5 376.9 285.8
Australian Taxation Office 
Departmental 1287.3 1586.3 1597.9 1488.1 1465.3
Australian Taxation Office 
Administered 1228.4 1260.2 1153.2 1029.2 1049.2
Australian Securities and Investment 
Commission Departmental 144.7 137.2 133.8 139.7 140.5
Australian Securities and Investment 
Commission Administered 3.0 2.0 2.0 2.0 2.0

Small Agency Proxy Expenses**
Australian Competition and Consumer 
Commission  Departmental 39.4 51.4 48.4 44.6 38.2
National Competition Council 
Departmental 3.0 3.1 3.1 3.0 3.1

Productivity Commission Departmental 23.2 22.1 21.8 21.8 22.0
Companies and Securities Advisory 
Committee Departmental 0.8 0.8 0.9 0.9 0.9
Australian Prudential Regulation 
Authority  Departmental 48.6 55.1 54.2 52.7 47.3

* This table shows the gross expenses of each agency.
** Derived from the estimated agency revenues.

Overview

The Treasury portfolio undertakes a range of activities aimed at achieving strong
sustainable economic growth, a continued reduction in unemployment and the improved
well being of Australians.  It does this through a number of agencies.  This entails the
provision of policy advice for portfolio Ministers which promotes a sound
macroeconomic environment; effective government spending and taxation arrangements;
and well functioning markets. It also entails the effective implementation and
administration of policies that fall within Ministers’ direct responsibilities.

Fiscal policy advice focuses on the Government’s medium term strategy of ensuring that
the Budget is in balance over the course of the economic cycle. The strategy is
complemented by the Charter of Budget Honesty that holds the Commonwealth to a high
level of fiscal transparency and accountability.

The portfolio also has responsibility for advancing Australia’s interests at international
forums such as the International Monetary Fund, the World Bank, the Asian
Development Bank, the Organisation for Economic Cooperation and Development and



5-56

Asia Pacific Economic Cooperation. In light of the difficulties in the global economy, the
portfolio is making a significant contribution to international efforts to sustain global
economic stability and growth.

The management of government debt is undertaken within the portfolio. The 1999-2000
Budget includes a measure to establish the Australian Office of Financial Management
within Treasury to significantly enhance the Commonwealth’s capacity to manage its net
debt exposures in the context of complex domestic and international financial markets.

The portfolio also provides on-going advice to portfolio Ministers on taxation policy;
budget policy, including arrangements for the distribution of resources between the
Commonwealth and other levels of government; policies to improve the competitiveness
and productivity of Australian industries; retirement income policies, including
superannuation and the age pension, and other income support arrangements.

At present, the portfolio is devoting significant resources to the development and
implementation of the Government’s taxation reform agenda, which encompasses
significant reforms to income tax, indirect tax, family payments and Commonwealth-State
financial relations. The  Review of Business Taxation is supported by a Secretariat which
includes officers from the Treasury. The 1999-2000 Budget provides additional resources
to implement a number of aspects of the Government’s tax reforms and this has an
impact on the departmental expenses of the Australian Taxation Office (ATO) in
particular.  The outcome of tax reform will be stronger economic and employment growth
and the improved well being of Australians.

The portfolio also advises its Ministers on microeconomic policies to enhance the
operation of markets and increase the economy’s capacity to grow without running into
inflationary and external constraints.  Specifically, this includes advice on: structural
reforms to the economy and competition policy; the structure and functioning of the
Australian financial system; business law and consumer affairs; and foreign investment.

Significant steps have been taken to enhance the framework for financial supervision
following the Financial System Inquiry – including the establishment of the Australian
Prudential Regulation Authority and the Australian Securities and Investment
Commission (ASIC) – and to improve business and company regulation through the
Corporate Law Economic Reform Program. The Government is taking these reforms to
their next stage. In addition, the Government is providing additional resources in the
1999-2000 Budget with the aim of further enhancing Australia as a financial centre.

Major Outputs and Administered Items

The Department of the Treasury delivers outputs under its Economic, Budget and
Markets groups.

Economic group outputs include domestic economic policy advice and forecasting;
international policy advice and assessment; and debt management. The group manages
significant administered items dealing with official government debt on behalf of the
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Commonwealth.  The Department of the Treasury’s administered expenses contract over
the forward estimates period mainly due to the abolition of Financial Assistance Grants to
the States and Territories under the transformation of Commonwealth-State financial
relations.  Through A New Tax System the States and Territories will access revenue
directly from the proceeds of the GST.  In addition the declining debt level leads to lower
public debt interest.

Budget group outputs include: budget policy advice and coordination,
Commonwealth-State financial policy advice, industry policy advice and taxation and
income support policy advice. The most significant administered item relates to financial
transfers between the Commonwealth and the States.

Markets group outputs include: foreign investment policy advice and administration,
financial system and markets policy advice and business, national competition policy and
consumer protection policy advice. The Royal Australian Mint is responsible for
producing Australia’s circulating coin and like products.

The increase in the Treasury’s departmental expenses is due to a number of new policy
measures in 1999-2000.  They include measures to establish the Australian Office of
Financial Management (that will enhance the efficiency of the Commonwealth’s debt
management), allocating additional resources to the Corporations and Securities Panel so
it can provide a more efficient mechanism for reviewing takeover activity and providing
funding for initiatives to promote Australia as a Centre for Global Financial Services.

The Australian Bureau of Statistics is Australia’s official statistics agency. Outputs are
directed at research and informed decision making within governments and the
community, based on the provision of a high quality, objective and responsive national
statistical service. Its outputs principally relate to the production of economic, population
and social statistics.  The increase in its departmental expenses in 2000-01 and 2001-02
reflect the costs of conducting the next census.

The ATO’s major outputs relate to managing the collection of taxation revenue for
government, providing transfers (including collection of Higher Education Contribution,
Superannuation Guarantee Levy and the payment of Family Assistance Rebates).  The
ATO also contributes to policy advice and legislation. Significant administered items relate
to income tax, wholesale sales tax, excise and superannuation.  The increase in the ATO
departmental expenses is due to a number of new policy measures to implement the
significant tax reforms announced by the Government in A New Tax System, including the
administration of the GST.

Productivity Commission outputs include or relate to: Government commissioned
projects, performance reporting and other services to government bodies, regulation
review, competitive neutrality complaints, and the annual report.

The Australian Competition and Consumer Commission’s outputs include: compliance
obligations pursuant to the Trade Practices Act 1974 and the Prices Surveillance Act 1983,
statutory responsibilities arising from parts of other relevant Acts and subordinate
regulatory instruments, and competition initiatives.  Additional money has been
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appropriated in this Budget for the Commission to conduct retail price monitoring on the
introduction of a goods and services tax.

The Australian Prudential Regulation Authority’s outputs enhance public confidence in
Australia’s financial institutions by providing prudential regulations which balance
financial safety and efficiency, competition, contestability and competitive neutrality.

The ASIC outputs aim at a fair and efficient financial market through policy and guidance
about the laws administered by ASIC, comprehensive and accurate information on
companies and corporate activity, enforcement activity, and Corporations Law compliance
monitoring.

The Companies and Securities Advisory Committee’s outputs include policy advice to the
Minister responsible for Corporations Law.  The Committee also publishes an annual
report and discussion papers.

The National Competition Council’s outputs include advice to governments on
competition policy and infrastructure access issues and clear, accessible public information
on competition policy.
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VETERANS’ AFFAIRS

Table 18: Estimated Expenses* ($m)
1998-99 1999-2000 2000-01 2001-02 2002-03

Department of Veterans' Affairs 
Departmental 222.4 221.6 220.5 217.5 219.3
Department of Veterans' Affairs 
Administered 7190.5 7278.6 7817.3 7789.7 7901.9

Australian War Memorial Departmental 19.0 23.2 23.7 24.2 24.6
* This table shows the gross expenses of each agency.

Overview

The Veterans’ Affairs portfolio serves Australia’s veterans, their widows, widowers and
dependants through programmes of care, compensation and commemoration. The
portfolio delivers these outcomes through the Department of Veterans’ Affairs (DVA),
and the Australian War Memorial (AWM).

DVA supports the Repatriation Commission, which is responsible for compensation,
income support, health care and other services to veterans, war widows and widowers and
dependants.  In addition, DVA is responsible for the administration of the Defence
Service Home Loans Scheme.  The portfolio also includes the Office of the Australian
War Graves, the Repatriation Medical Authority, the Specialist Medical Review Council
and the Veterans Review Board.

The AWM helps Australians to remember, interpret and understand the Australian
experience of war and its enduring impact on Australian society.  It does this through the
maintenance and development of the national Memorial and its extensive collection of
national historical material, and the promotion of commemorative ceremonies, exhibitions
and research.

Major Outputs and Administered Items

Through the portfolio the Government will incur expenses of $7.5 billion in 1999-2000 to
support veterans, war widows and other dependants through appropriate compensation,
income support, health and other care services and commemoration activities.

Administered expenses on compensation and income support are expected to increase
from $4.6 billion in 1999-2000 to $5 billion in 2000-01 largely as a result of compensation
measures related to the reform of the Australian taxation system.  Expenses are expected
to fall to $4.9 billion in 2001-02 and $4.8 billion in 2002-03 as the increase in pension
payments in those years is offset by an expected reduction in the number of service and
disability pensioners over the same period (countered  in part by  an increased number of
war widows).
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DVA processes and determines claims for pensions and allowances, undertakes reviews
and maintenance of those pensions, and provides assistance by way of interest subsidy
under the Defence Service Home Loans scheme.

Administered expenses on health and other care services are estimated to increase from
$2.6 billion in 1999-2000 to around $3.1 billion in 2002-03. This is mainly due to the
ageing of the veteran population with consequent increases in demand for services such as
veterans’ hospital and health services, pharmaceutical services and nursing home subsidies.
DVA administers the provision of health and other care services including the
administration of contracts for hospital and other services.

The AWM, the Office of the Australian War Graves and the Their Service Our Heritage
commemorative programme support the commemoration of the achievements and
sacrifices of Australian men and women with specific events at international, national and
local levels, the maintenance of war graves in Australia and overseas, and the maintenance
and development of the national collection of historic material at the AWM.

Grants and assistance to ex-service organisations facilitate claims by veterans, fund joint
ventures, and give veterans access to community information systems and residential and
community care grants.

DVA maintains a network of offices and agency arrangements and liaises with veterans
through ex-service organisations and through community support and development
services which undertake health education and health promotion activities. Information is
also disseminated via the publication of Vetaffairs and other publications provided to
veterans, health providers and ex-service organisations. DVA provides services to the
Minister and the Repatriation Commission and it develops policy and internal operating
regulations.
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CONTINGENCY RESERVE

Table 19: Estimated Expenses ($m)
1998-99 1999-2000 2000-01 2001-02 2002-03

Contingency Reserve Departmental -380.0 470.8 -456.7 -514.8 -560.5
Contingency Reserve Administered -306.9 309.6 1166.9 2618.1 3791.6

Overview

The Contingency Reserve is the mechanism for which the aggregate estimates (revenues
and expenses) are adjusted to take account of unanticipated events as well as anticipated
events that cannot be assigned in advance to particular agencies.  As such, the provisions
in the Contingency Reserve ensure that the aggregate estimates are robust and are based
upon the best information at the time of the Budget.

The Contingency Reserve is not set aside for future policy initiatives and is not
appropriated in the Budget. Any allowances included in the Contingency Reserve can only
be drawn upon once they have been appropriated by the Parliament.

Major Outputs and Administered Items

The major components of the Contingency Reserve for the budget and forward estimates
include the following:

• an allowance for the tendency for budget estimates of expenses for existing
government policy to be revised upwards in the forward years;

• an allowance for the tendency for estimates of administered expenses for some
specific outcomes to be overstated in the budget year;

• commercial-in-confidence and national security-in-confidence items which cannot be
disclosed separately;

• minor decisions made late in the Budget process; and

• the effect of economic parameter revisions on the budget and forward estimates
received late in the process and hence not able to be allocated to individual agencies.
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Part III: Statistical Appendix

Three tables are presented in this appendix covering estimated expenses of and staffing
levels in the Commonwealth general government sector.

A list of tables in this appendix is provided below:

Table I Total Departmental Expenses by Agency

Table II Expenses by Type

Table III Estimates of Average Staffing Levels (ASL) of Agencies in the General
Government Sector
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Table I - Total Departmental Expenses by Agency ($m)

Agency 1998-99 1999-00 2000-01 2001-02 2002-03

Material Agencies
Aboriginal and Torres Strait Islander 
Commission 955.9 980.6 1010.2 1042.5 1070.5

Attorney-General's Department 170.1 195.8 181.8 173.6 166.3

AusAID 64.4 65.1 64.0 64.3 65.1

Australia Council 74.1 77.1 75.5 68.4 70.0

Australian Broadcasting Corporation 613.1 661.2 685.2 715.9 736.3

Australian Bureau of Statistics 252.0 267.7 292.5 376.9 285.8

Australian Customs Service 544.6 533.5 531.3 534.4 541.5

Australian Electoral Commission 151.1 164.2 84.0 148.6 83.8

Australian Federal Police 281.1 316.1 301.2 279.3 280.5

Australian Maritime Safety Authority 67.6 68.0 69.9 72.8 73.9
Australian Nuclear Science and Technology 
Organisation 105.6 113.9 115.3 121.8 115.6
Australian Securities and Investment 
Commission 144.7 137.2 133.8 139.7 140.5

Australian Sports Commission 114.2 117.8 97.0 92.1 95.8

Australian Taxation Office 1287.3 1586.3 1597.9 1488.1 1465.3

Australian Tourist Commission 128.6 131.7 133.9 132.0 117.9

Australian Trade Commission 165.6 175.1 171.1 170.8 167.9

Australian War Memorial 19.0 23.2 23.7 24.2 24.6
Australian Wool Research and Promotion 
Organisation 153.5 122.5 121.5 127.4 129.3

Centrelink 1752.0 1761.0 1787.4 1697.3 1698.2

Civil Aviation Safety Authority 86.4 94.0 83.5 80.4 81.8

Comcare Australia 160.6 156.9 168.6 178.2 187.3
Commonw ealth Scientific and Industrial 
Research Organisation 736.0 756.0 754.8 766.2 778.8

Contingency Reserve - Budget -380.0 470.8 -456.7 -514.8 -560.5

Defence Housing Authority 244.6 243.1 245.6 245.6 245.6

Agriculture, Fisheries and Forestry 322.6 312.8 277.9 248.1 231.3
Department of Communications, Information 
Technology and the Arts 273.1 180.7 168.9 157.5 158.0

Department of Defence 10165.8 10124.7 10441.1 10839.9 11123.3
Department of Education, Training and 
Youth Affairs 241.1 195.4 197.8 199.6 209.2
Department of Employment, Workplace 
Relations and Small Business 416.1 367.7 365.1 363.8 367.8
Department of the Environment and 
Heritage 393.4 388.3 380.6 369.3 344.0
Department of Family and Community 
Services 1980.9 2028.0 2058.0 1986.4 1996.7

Department of Finance and Administration 660.0 488.7 455.3 449.6 446.7

Department of Foreign Affairs and Trade 618.7 648.7 635.5 639.4 658.6
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Table I - Total Departmental Expenses by Agency ($m) - continued

Agency 1998-99 1999-00 2000-01 2001-02 2002-03

Department of Health and Aged Care 646.8 682.3 666.1 662.5 667.7
Department of Immigration and Multicultural 
Affairs 436.9 384.8 400.8 404.5 413.9
Department of Industry, Science and 
Resources 332.7 298.8 312.8 308.1 305.3
Department of the Prime Minister and 
Cabinet 49.8 51.3 46.8 47.5 48.4

Department of the Treasury 78.8 98.7 88.7 85.6 85.5
Department of Transport and Regional 
Services 182.4 165.8 167.1 168.3 162.0

Department of Veterans' Affairs 222.4 221.6 220.5 217.5 219.3

Family Court of Australia 121.8 114.7 114.5 116.2 118.4
Grains Research and Development 
Corporation 96.5 102.2 93.0 91.9 90.8

Health Insurance Commission 349.2 378.4 395.6 398.6 373.6

National Capital Authority 6.6 12.1 12.6 12.7 13.0

National Gallery of Australia 26.1 27.3 28.0 28.6 29.4

National Library of Australia 49.8 50.8 50.4 50.6 50.3

Office of Asset Sales and IT Outsourcing 16.4 32.9 10.1 0.4 -

Special Broadcasting Service Corporation 111.0 121.7 124.7 126.3 126.1

Small Agencies - Proxy Expenses

Aboriginal Hostels Limited 35.9 43.4 44.4 45.3 46.3

Administrative Appeals Tribunal 26.2 28.2 27.6 27.8 28.3

Affirmative Action Agency 2.4 2.2 2.2 2.2 2.1

Australia New Zealand Food Authority 8.1 8.4 5.9 5.9 6.0

Australia-Japan Foundation 2.2 2.5 2.4 2.4 2.4

Australian Broadcasting Authority 13.8 16.1 16.5 16.4 15.7
Australian Centre for International 
Agricultural Research 43.7 45.8 46.1 45.9 46.2

Australian Communications Authority 47.1 53.7 51.6 49.9 50.9
Australian Competition and Consumer 
Commission 39.4 51.4 48.4 44.6 38.2

Australian Film Commission 16.6 17.5 17.5 17.6 17.8

Australian Film, Television and Radio School 13.6 19.0 19.6 19.9 20.3

Australian Greenhouse Office 31.3 57.0 41.4 32.7 35.0

Australian Heritage Commission 6.9 7.6 7.6 7.7 7.9

Australian Industrial Registry 41.6 39.8 41.3 41.5 42.1
Australian Institute of Aboriginal and Torres 
Strait Islander Studies 6.7 7.2 7.8 9.4 9.5

Australian Institute of Criminology 4.1 4.3 4.6 4.0 4.1

Australian Institute of Family Studies 4.7 4.5 4.6 4.5 4.6

Australian Institute of Health and Welfare 15.9 16.3 16.1 16.2 16.3

Australian Institute of Marine Science 24.3 30.8 32.2 32.0 33.3

Australian Law Reform Commission 3.0 3.0 3.1 3.1 3.2

Australian National Audit Office 52.0 48.5 50.3 50.5 51.9
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Table I - Total Departmental Expenses by Agency ($m) - continued

Agency 1998-99 1999-00 2000-01 2001-02 2002-03

Australian National Maritime Museum 17.7 25.7 26.7 25.6 25.7

Australian National Training Authority 11.3 10.9 11.0 11.1 11.3

Australian Prudential Regulation Authority 48.6 55.1 54.2 52.7 47.3
Australian Radiation Protection and Nuclear 
Safety Agency 14.1 14.0 14.4 14.8 14.8

Australian Secret Intelligence Service 37.8 42.5 42.6 42.7 43.5

Australian Security Intelligence Organisation 60.9 65.9 63.7 58.3 58.4

Australian Sports Drug Agency 5.7 5.8 5.9 5.8 5.8
Australian Transaction Reports and Analysis 
Centre (AUSTRAC) 7.7 11.8 10.9 10.8 11.0

Commonw ealth Grants Commission 5.0 8.1 7.5 5.0 5.1
Companies and Securities Advisory 
Committee 0.8 0.8 0.9 0.9 0.9

Department of the House of Representatives 24.5 26.6 26.7 26.8 27.1

Department of the Parliamentary Library 14.9 16.5 16.7 16.7 16.7
Department of the Parliamentary Reporting 
Staff 37.0 42.6 42.0 43.8 43.3

Department of the Senate 27.2 28.5 28.4 28.7 29.1

Federal Court of Australia 60.1 64.9 66.2 67.7 69.4

Great Barrier Reef Marine Park Authority 25.8 28.3 28.6 28.9 28.0

High Court of Australia 7.8 24.9 25.0 25.1 25.3
Human Rights and Equal Opportunity 
Commission 16.0 16.0 17.0 17.0 17.3

Indigenous Land Corporation 55.4 54.6 55.3 56.0 56.7

Joint House Department (Departmental) 38.7 36.2 36.4 36.8 37.1

Migration Review  Tribunal 9.9 10.8 10.2 9.8 9.9

National Competition Council 3.0 3.1 3.1 3.0 3.1

National Crime Authority 47.5 52.3 44.7 45.2 40.9

National Museum of Australia 13.8 15.6 37.1 40.5 40.9

National Native Title Tribunal 23.7 22.3 22.4 22.6 23.0
National Occupational Health and Safety 
Commission 17.1 20.0 20.0 20.2 20.5

National Standards Commission 3.1 3.8 3.8 3.9 3.9

National Parks and Wildlife 35.4 54.0 54.6 55.5 56.4

Office of Film and Literature Classification 5.9 5.4 5.4 5.4 5.4
Office of Inspector-General of Intelligence 
and Security 0.7 0.6 0.6 0.6 0.6

Office of National Assessments 7.3 6.8 6.7 6.8 6.9

Office of Parliamentary Counsel 6.5 6.4 6.5 6.5 6.6

Office of the Commonwealth Ombudsman 7.8 8.1 8.1 8.2 8.2

Office of the Director of Public Prosecutions 60.9 56.5 58.8 57.2 58.3
Office of the Official Secretary to the 
Governor-General 7.0 8.5 8.9 9.1 9.4

Private Health Insurance Ombudsman 0.7 1.0 1.0 1.0 1.0

Productivity Commission 23.2 22.1 21.8 21.8 22.0
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Table I - Total Departmental Expenses by Agency ($m) – continued

Agency 1998-99 1999-00 2000-01 2001-02 2002-03

Professional Services Review 1.6 3.4 4.9 6.9 7.5
Public Service and Merit Protection 
Commission 20.9 19.1 19.1 19.2 19.1

Refugee Review Tribunal 18.4 16.3 14.2 14.2 14.0

Torres Strait Regional Authority 41.0 45.1 46.0 41.5 42.7

Table II - Expenses by Type ($m)

1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03

Goods and Services

Employees 16234 17649 15033 15016 14843 14912 15002

Suppliers 9885 9044 11670 13670 12198 12073 11700

Depreciation and Amortisation 2457 2295 2308 2477 2776 2956 3169

Net write down of assets 919 3317 1497 1431 1341 1277 1294

Net foreign exchange losses 366 2571 -140 2 2 2 2

Net losses from asset sales 191 239 25 43 15 24 13

Other goods and services expenses 267 5627 4899 5246 4913 5046 5292

Total goods and Services 30319 40742 35292 37885 36089 36289 36472

Subsidies benefits and grants

Personal benefits 57578 57914 59105 61939 68851 71682 75956

Subsidies 4372 4983 3508 3824 4215 4540 4734

Grants 42251 40662 43013 44602 26607 28724 27760

Total subsidies benefits and grants 104201 103559 105626 110366 99674 104945 108449

Interest and other

Interest and other financing costs 12444 10391 9265 8860 8012 7122 6511

Total interest and other 12444 10391 9265 8860 8012 7122 6511

Total Expenses 146964 154692 150183 157111 143776 148357 151432



5-67

Average Staffing Levels
Commonwealth departments and agencies are seeking to achieve more efficient
operations. No staffing targets have been set by the Government and relevant portfolios
and agencies are expected to address staffing levels in accordance with output budgeting
plans. In previous years, only those agencies operating on the Commonwealth Public
Account reported information in the Budget papers. With the introduction of accrual
budgeting, the coverage of the report on staffing levels has been expanded in these Budget
papers to include all agencies in the general government sector.

This Appendix includes estimates provided by each general government sector agency on
Average Staffing Levels (ASL). The total ASL for the general government sector is
forecast to decline by some 2,000 in 1999-2000 when compared to 1998-99 figures. The
most significant reductions are estimated to be in permanent military personnel as a
consequence of the Defence Reform Programme, and in Centrelink as the result of
continued restructuring to improve service delivery. The most significant increase in ASL
is estimated to occur in the Australian Taxation Office that will carry key responsibility for
implementing the Government’s tax initiatives under A New Tax System.

ASL is the average number of employees receiving salary or wages over the financial year,
with adjustments for casual and part-time employees to show the full time equivalent. This
measure of employment also includes non-uniformed staff and overseas personnel and
therefore represents the totality of general government employment.

A significant number of agencies that operate in the general government sector employ
staff under the Public Service Act 1922. The total number of these staff (also known as
point-in-time estimates) is taken from a survey of these agencies (Public Service Act
agencies), which is conducted by the Public Service and Merit Protection Commission
(PSMPC).

ASL statistics allow for a comparison between employment in particular financial years,
rather than reflecting the actual number of staff being employed at the end of the
successive financial years or at specific points in time. Based on point-in-time figures
provided by Public Service Act agencies to the PSMPC, it is expected that the total
number of people employed (full-time and part-time permanent and temporary staff)
under the Public Service Act 1922 will increase by some 800 between 30 June 1999 and 30
June 2000. A reduction of 4,400 is now expected by Public Service Act agencies to occur
between 30 June 1998 and 30 June 1999. In the 1998-99 Budget papers, portfolios
predicted a reduction of around 9000 over the same period.

Total ASL is estimated to decline in 1999-2000 while point-in-time figures are estimated
to increase for the same period. This is due to differences in the coverage of the two series
with total ASL including all general government sector agencies while point-in-time
figures are based only on Public Service Act agencies. The impact of the staff reductions
in uniformed military personnel are only reflected in the ASL figures and not in the point-
in-time figures. Comparisons between the two series are also complicated by the timing of
staffing changes during the financial year. In particular the staff increases associated with
the Government’s new tax initiatives are reflected less heavily in ASL estimates compared
with point-in-time estimates because they will not occur until later in 1999-2000.
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Table III - Estimates of Average Staffing Levels (ASL) of Agencies in the
General Government Sector

Average Staffing Levels
1998-99 1999-00 Change

Estimate Estimate
Parliament
Department of the Senate 246.0 250.0 4.0
Department of the House of Representatives 235.0 235.0 0.0
Department of the Parliamentary Library 190.0 186.0 -4.0
Department of Parliamentary Reporting Staff 289.0 289.0 0.0
Joint Houses of Parliament (departmental item
expenses only)

265.0 264.0 -1.0

Total 1225.0 1224.0 -1.0
Agriculture, Fisheries and Forestry
Department of Agriculture, Fisheries and Forestry 2943.1 2852.1 -91.0
Australian Dried Fruits Board 1.0 1.0 0.0
Australian Fisheries Management Authority 101.0 100.0 -1.0
Australian Horticultural Corporation 23.0 26.0 3.0
Australian Pork Corporation 38.7 38.7 0.0
Australian Wine and Brandy Corporation 28.0 29.0 1.0
Australian Wool Research and Promotion
Organisation (a)

450.0 404.0 -46.0

Cotton Research and Development Corporation 8.0 8.0 0.0
Dairy Research and Development Corporation 19.5 22.5 3.0
Fisheries Research and Development Corporation 8.0 9.0 1.0
Forest and Wood Products Research and
Development Corporation

8.0 9.0 1.0

Grains Research and Development Corporation 35.0 36.0 1.0
Grape and Wine Research and Development
Corporation

1.0 1.0 0.0

Horticultural Research and Development Corporation 17.4 19.6 2.2
Land and Water Resources Research and
Development Corporation

20.8 20.8 0.0

National Registration Authority for Agricultural and
Veterinary chemicals

107.6 109.6 2.0

Pig Research and Development Corporation 10.0 10.3 0.3
Rural Industries Research and Development
Corporation

15.7 15.7 0.0

Sugar Research and Development Corporation 5.5 5.5 0.0
Total 3841.3 3717.8 -123.5
Attorney-General's
Attorney-General's Department 1549.1 1571.3 22.2
Administrative Appeals Tribunal 164.0 162.0 -2.0
Australian Customs Service 4076.0 3980.0 -96.0
Australian Federal Police 2689.0 2751.0 62.0
Australian Institute of Criminology 34.0 35.0 1.0
Australian Law Reform Commission 22.0 22.0 0.0
Australian Secret Intelligence Organisation 513.2 580.3 67.1
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Table III - Estimates of Average Staffing Levels (ASL) of Agencies in the
General Government Sector - continued

Average Staffing Levels
1998-99 1999-00 Change

Estimate Estimate
Australian Transaction Reports and Analysis Centre
(Austrac)

50.0 46.0 -4.0

Family Court 840.0 800.0 -40.0
Federal Court of Australia 284.0 292.0 8.0
High Court of Australia 86.7 83.0 -3.7
Human Rights and Equal Opportunity Commission 130.0 130.0 0.0
National Crime Authority 260.0 285.0 25.0
National Native Title Tribunal 213.0 215.0 2.0
Office of Film and Literature Classification 39.5 42.8 3.3
Office of Parliamentary Counsel 39.0 43.0 4.0
Office of the Director of Public Prosecutions 437.0 440.0 3.0
Total 11426.5 11478.4 51.9
Communications, Information Technology and
the Arts
Department of Communications, Information
Technology and the Arts

1172.0 1135.0 -37.0

Australia Council 118.0 120.0 2.0
Australian Broadcasting Authority 142.0 157.0 15.0
Australian Broadcasting Corporation 4138.0 4138.0 0.0
Australian Communications Authority 425.0 405.0 -20.0
Australian Film Commission 62.0 62.0 0.0
Australian Film Television and Radio School 148.9 146.2 -2.7
Australian National Maritime Museum 90.0 90.0 0.0
National Gallery 210.0 210.0 0.0
National Library of Australia 450.0 450.0 0.0
National Museum of Australia 95.0 125.0 30.0
Special Broadcasting Service Corporation 730.0 730.0 0.0
Total 7780.9 7768.2 -12.7
Defence
Department of Defence 16730.0 16471.0 -259.0
Military Reserves (b) 3964.0 4230.0 266.0
Permanent Military 52997.0 50000.0 -2997.0
Defence Housing Authority 230.0 250.0 20.0
Department of Veterans’ Affairs 2404.0 2394.0 -10.0
Australian War Memorial 215.0 223.0 8.0
Total 76540.0 73568.0 -2972.0
Education, Training and Youth Affairs
Department of Education, Training and Youth Affairs 1389.0 1303.0 -86.0
Australian National Training Authority 106.4 105.0 -1.4
Total 1495.4 1408.0 -87.4
Employment, Workplace Relations and Small
Business
Department of Employment, Workplace Relations
and Small Business

1963.0 1983.0 20.0
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Table III - Estimates of Average Staffing Levels (ASL) of Agencies in the
General Government Sector - continued

Average Staffing Levels
1998-99 1999-00 Change

Estimate Estimate
Affirmative Action Agency 19.0 21.0 2.0
Australian Industrial Registry 280.0 290.0 10.0
Comcare 295.0 290.0 -5.0
National Occupational Health and Safety Commission 130.0 136.0 6.0
Total 2687.0 2720.0 33.0
Environment and Heritage
Department of Environment and Heritage 2505.9 2498.9 -7.0
Australian Greenhouse Office 100.0 125.0 25.0
Australian Heritage Commission 80.9 80.4 -0.5
Director, National Parks and Wildlife 315.0 315.0 0.0
Great Barrier Reef Marine Park Authority 140.0 148.0 8.0
Total 3141.8 3167.3 25.5
Family and Community Services
Department of Family and Community Services (c) 5340.0 5165.0 -175.0
Australian Institute of Family Studies 36.0 38.0 2.0
Centrelink 22272.0 21400.0 -872.0
Total 27648.0 26603.0 -1045.0
Finance and Administration
Department of Finance and Administration 1104.0 786.0 -318.0
Australian Electoral Commission 786.0 786.0 0.0
Commonwealth Grants Commission 51.0 64.0 13.0
Commonwealth Superannuation Administration
(ComSuper)

348.0 348.0 0.0

Office of Asset Sales and IT Outsourcing 50.0 55.0 5.0
Total 2339.0 2039.0 -300.0
Foreign Affairs and Trade
Department of Foreign Affairs and Trade 3585.0 3539.0 -46.0
Australia-Japan Foundation 5.0 5.0 0.0
Australian Agency for International Development 580.0 580.0 0.0
Australian Centre for International Agricultural
Research

50.0 50.0 0.0

Australian Trade Commission 1019.0 1034.0 15.0
Total 5239.0 5208.0 -31.0
Health and Aged Care
Department of Health and Aged Care 2629.2 2760.5 131.3
Aged Care Standards and Accreditation Agency 115.0 122.0 7.0
Australia New Zealand Food Authority 68.0 57.0 -11.0
Australian Institute of Health and Welfare 142.7 136.1 -6.6
Australian Radiation Protection and Nuclear Safety
Agency

94.0 110.0 16.0

Health Insurance Commission 3700.0 3850.0 150.0
Private Health Insurance Administration Council 7.0 7.0 0.0
Private Health Insurance Ombudsman 6.5 7.5 1.0
Professional Services Review Scheme 6.0 20.0 14.0
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Table III - Estimates of Average Staffing Levels (ASL) of Agencies in the
General Government Sector - continued

Average Staffing Levels
1998-99 1999-00 Change

Estimate Estimate
Total 6768.4 7070.1 301.7
Immigration and Multicultural Affairs
Department of Immigration and Multicultural Affairs 3535.0 3426.0 -109.0
Migration Review Tribunal (includes the former
Immigration Review tribunal)

65.0 109.0 44.0

Refugee Review Tribunal 172.0 183.0 11.0
Total 3772.0 3718.0 -54.0
Industry, Science and Resources
Department of Industry, Science and Resources 2091.3 2087.6 -3.7
Australian Institute of Marine Science 126.0 135.0 9.0
Australian Nuclear Science and Technology
Organisation

798.0 800.0 2.0

Australian Sports Commission 365.0 367.0 2.0
Australian Sports Drug Agency 40.6 39.0 -1.6
Australian Tourist Commission 194.5 211.3 16.8
Commonwealth Scientific and Industrial Research
Organisation

6299.0 6330.0 31.0

IP Australia 704.0 701.0 -3.0
National Standards Commission 33.9 33.2 -0.7
Total 10652.3 10704.1 51.9
Prime Minister and Cabinet
Department of Prime Minister and Cabinet 371.0 358.0 -13.0
Aboriginal and Torres Strait Islander Commercial
Development Corp

12.0 12.0 0.0

Aboriginal and Torres Strait Islander Commission 1242.0 1242.0 0.0
Aboriginal Hostels Ltd 386.0 403.0 17.0
Australian Institute of Aboriginal and Torres Strait
Islander Studies

65.0 64.0 -1.0

Australian National Audit Office 275.0 289.0 14.0
Indigenous Land Corporation 55.2 80.0 24.8
Office of Inspector-General of Intelligence and
Security

4.6 4.6 0.0

Office of National Assessments 58.0 66.0 8.0
Office of the Commonwealth Ombudsman 87.0 84.0 -3.0
Office of the Official Secretary to the Governor
General

76.6 78.2 1.6

Public Service and Merit Protection Commission 155.0 150.0 -5.0
Torres Strait Regional Authority 29.0 29.0 0.0
Total 2816.4 2859.8 43.4
Transport and Regional Services
Department of Transport and Regional Services 762.0 818.0 56.0
Australian Maritime Safety Authority 413.0 369.0 -44.0
Civil Aviation Safety Authority 656.9 633.9 -23.0
National Capital Authority 55.0 58.5 3.5
Total 1886.9 1879.4 -7.5
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Table III - Estimates of Average Staffing Levels (ASL) of Agencies in the
General Government Sector - continued

Average Staffing Levels
1998-99 1999-00 Change

Estimate Estimate Estimate
Treasury
Department of the Treasury 509.0 515.0 6.0
Australian Bureau of Statistics 2909.0 2920.0 11.0
Australian Competition and Consumer Commission 357.0 372.0 15.0
Australian Prudential Regulation Authority 378.0 446.0 68.0
Australian Securities and Investment Commission 1267.0 1272.0 5.0
Australian Taxation Office (d) 14217.0 16289.0 2072.0
Companies and Securities Advisory Committee 4.0 4.0 0.0
National Competition Council 20.8 19.8 -1.0
Productivity Commission 215.0 195.0 -20.0
Total 19876.8 22032.8 2156.0
Grand Total (e) 189136.6 187165.9 -1970.8

(a) Australian Wool Promotion and Research Organisation ASL reflects a large contingent of overseas staff.
(b) The ASL estimates for reserve military forces are based on full time equivalent salaries of reserve

personnel.
(c) ASL numbers for Family and Community Services includes the Child Support Agency.
(d) The Australian Taxation Office indicates an increase in ASL of 2072 in 1999-2000 which is necessary for

the implementation of the Government’s tax initiatives under A New Tax System (ANTS).  This increase
will be funded significantly by financial contributions from the states.

(e) In the 1998-99 Budget Papers this table reported only on budget funded agencies which included 154312
ASL for the budget year.  This year the table has expanded the coverage of agencies from those which
belong to the budget sector to the whole of the general government sector. The general government
sector includes large agencies outside the budget sector as for example the Commonwealth Scientific and
Industrial Research Organisation and the Health Insurance Commission.
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3DUW�,���%XGJHW�(VWLPDWHV

7DEOH � FRPSDUHV UHYHQXH HVWLPDWHV IRU ������� ZLWK HVWLPDWHV IRU �����������

7DEOH �� 5HYHQXH (VWLPDWHV

������� ������� &KDQJH RQ �������

(VWLPDWH (VWLPDWH

$P $P $P �

7D[ 5HYHQXH

,QFRPH 7D[

,QGLYLGXDOV �

*URVV 3$<( ����� ����� ���� ���

*URVV 2WKHU ,QGLYLGXDOV�D� ����� ����� ��� ���

*URVV 336�E� ���� ���� �� ���

0HGLFDUH /HY\ ���� ���� ��� ���

5HIXQGV ���� ����� ���� ����

7RWDO ,QGLYLGXDOV ����� ����� ���� ���

&RPSDQLHV�D� ����� ����� ���� ���

6XSHUDQQXDWLRQ )XQGV�D��F� ���� ���� �� ���

:LWKKROGLQJ 7D[ ���� ���� ��� ���

3HWUROHXP 5HVRXUFH 5HQW 7D[ ��� ��� ��� ����

7RWDO ,QFRPH 7D[ ������ ������ ���� ���

,QGLUHFW 7D[

:KROHVDOH 6DOHV 7D[�G� ����� ����� ��� ���

([FLVH 'XW\ �

3HWUROHXP 3URGXFWV DQG &UXGH 2LO�G��H� ���� ���� ��� ���

2WKHU�G� ���� ���� ��� ����

&XVWRPV 'XW\�G��I� ���� ���� � ��

7RWDO ,QGLUHFW 7D[ ����� ����� ���� ���

2WKHU 7D[HV� )HHV DQG )LQHV�J� ���� ���� ��� ����

727$/ 7$; 5(9(18(�J� ������ ������ ���� ���

1RQ�7D[ 5HYHQXH ����� ����� ���� ����
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�D� ,QFOXGHV WD[ RQ UHDOLVHG FDSLWDO JDLQV�
�E� 336 GHQRWHV 3UHVFULEHG 3D\PHQWV 6\VWHP ZKLFK LQFOXGHV 5HSRUWDEOH 3D\PHQWV 6\VWHP SD\PHQWV E\ LQGLYLGXDOV

�DURXQG $� PLOOLRQ LQ ERWK ������� DQG �����������

�F� ,QFOXGHV VXSHUDQQXDWLRQ FRQWULEXWLRQV VXUFKDUJH�
�G� ([FOXGHV UHYHQXH UDLVHG E\ WKH &RPPRQZHDOWK RQ DQ DJHQF\ EDVLV IRU WKH 6WDWHV DQG 7HUULWRULHV �HJ 5HYHQXH

5HSODFHPHQW 3D\PHQWV��
�H� (VWLPDWHV IRU 3HWUROHXP 3URGXFWV ([FLVH DUH QHW RI WKH 'LHVHO )XHO 5HEDWH 6FKHPH�
�I� &XVWRPV GXW\ LQFOXGHV FXVWRPV GXW\ LPSRVHG RQ LPSRUWHG SHWUROHXP SURGXFWV� WREDFFR� EHHU DQG VSLULWV� ZKLFK LV DNLQ

WR H[FLVH GXW\ RQ WKHVH LWHPV �DURXQG $��� PLOOLRQ LQ ������� DQG DURXQG $��� PLOOLRQ LQ �����������

�J� &RQVLVWHQW ZLWK *)6 UHSRUWLQJ VWDQGDUGV� H[FOXGHV )ULQJH %HQHILWV 7D[ FROOHFWHG IURP &RPPRQZHDOWK *RYHUQPHQW

DJHQFLHV �HVWLPDWHG DW $��� PLOOLRQ LQ ������� DQG $��� PLOOLRQ LQ �����������

� $OO UHIHUHQFHV WR ¶UHYHQXH· LQ WKLV 6WDWHPHQW UHIHU WR DFFUXDO UHYHQXH XQOHVV H[SOLFLWO\ QRWHG RWKHUZLVH�
7RWDOV DQG VXE�WRWDOV LQ WDEOHV PD\ QRW DGG GXH WR URXQGLQJ�
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,Q ���������� WD[DWLRQ UHYHQXH LV H[SHFWHG WR JURZ E\ ��� SHU FHQW RYHU HVWLPDWHG UHYHQXH

LQ �������� $V D VKDUH RI *'3� WD[ UHYHQXH LV H[SHFWHG WR UHPDLQ XQFKDQJHG DW

���� SHU FHQW LQ ���������� 7RWDO UHYHQXH LV H[SHFWHG WR LQFUHDVH E\ ��� SHU FHQW� ZLWK WKH

UDWLR RI UHYHQXH WR *'3 LQFUHDVLQJ VOLJKWO\ WR ���� SHU FHQW IURP ���� SHU FHQW LQ ��������

7KH JURZWK LQ WD[DWLRQ UHYHQXH LQ ��������� UHIOHFWV RQJRLQJ H[SDQVLRQ RI HFRQRPLF

DFWLYLW\� ZLWK JURZWK H[SHFWHG LQ DOO UHYHQXH KHDGV H[FHSW IRU RWKHU WD[HV� IHHV DQG ILQHV�

3DUWLFXODUO\ VWURQJ JURZWK LV H[SHFWHG LQ� FRPSDQ\ WD[� UHIOHFWLQJ LQFRPH JURZWK WKURXJK

�������� SHWUROHXP UHVRXUFH UHQW WD[� DV D UHVXOW RI WKH UHVXPSWLRQ RI SURGXFWLRQ LQ

9LFWRULD� DQG RWKHU H[FLVH� GXH WR UHIRUP RI WREDFFR WD[DWLRQ DQQRXQFHG LQ $ 1HZ 7D[
6\VWHP �VHH 3DUW , RI %XGJHW 3DSHU 1R� ���

1RQ�WD[DWLRQ UHYHQXH LV H[SHFWHG WR JURZ E\ ���� SHU FHQW LQ ���������� 7KLV ODUJHO\

UHIOHFWV H[SHFWDWLRQV RI KLJKHU GLYLGHQG SD\PHQWV IURP *RYHUQPHQW %XVLQHVV (QWHUSULVHV

DQG WKH 5HVHUYH %DQN RI $XVWUDOLD�

5HYHQXH PHDVXUHV FRQWDLQHG LQ WKLV %XGJHW DGG $27.7 PLOOLRQ WR UHYHQXH LQ ����������

$21.9 PLOOLRQ LQ �������� $16.6 PLOOLRQ LQ ������� DQG $25.9 PLOOLRQ LQ �������� )XUWKHU

GHWDLOV RI UHYHQXH PHDVXUHV LQWURGXFHG VLQFH WKH ������� %XGJHW DUH LQFOXGHG LQ

$SSHQGL[ $� DQG DOO PHDVXUHV LQWURGXFHG LQ WKH ��������� %XGJHW DUH GHVFULEHG LQ IXOO LQ

%XGJHW 3DSHU 1R� ��

7KH UHYHQXH HVWLPDWHV DUH LQIOXHQFHG E\ WKH IRUHFDVW SDFH DQG FRPSRVLWLRQ RI HFRQRPLF

DFWLYLW\� 7KH ��������� UHYHQXH HVWLPDWHV DUH EDVHG RQ WKH IROORZLQJ PDMRU HFRQRPLF

SDUDPHWHU IRUHFDVWV�

x JURZWK LQ QRPLQDO *'3 RI DURXQG �õ SHU FHQW�

x DYHUDJH HDUQLQJV �QDWLRQDO DFFRXQWV EDVLV� H[FOXGLQJ 6XSHUDQQXDWLRQ *XDUDQWHH

&KDUJH� JURZWK RI DURXQG �õ SHU FHQW�

x JURZWK LQ ZDJH DQG VDODU\ HPSOR\PHQW RI �ó SHU FHQW�

x DQ LQFUHDVH LQ QRPLQDO SULYDWH FRQVXPSWLRQ RI DURXQG �õ SHU FHQW� DQG

x JURZWK LQ ������� FRPSDQ\ LQFRPH RI DURXQG �ó SHU FHQW�
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7D[DWLRQ�5HYHQXH

,QGLYLGXDOV ,QFRPH 7D[

 (VWLPDWHV IRU ������� DQG ��������� IRU WKH PDMRU FDWHJRULHV RI LQGLYLGXDOV LQFRPH WD[

DUH VKRZQ LQ 7DEOH ��

*URVV 3D\�$V�<RX�(DUQ �3$<(� ,QVWDOPHQW 'HGXFWLRQV

 :DJH DQG VDODU\ HDUQHUV SD\ LQFRPH WD[ RQ D 3$<( EDVLV WKURXJK WD[ LQVWDOPHQW

GHGXFWLRQV PDGH E\ WKHLU HPSOR\HUV�

 *URVV 3$<( FROOHFWLRQV DUH H[SHFWHG WR ULVH E\ ��� SHU FHQW LQ ��������� LQ UHVSRQVH WR

IRUHFDVW JURZWK LQ DYHUDJH HDUQLQJV DQG JURZWK LQ ZDJH DQG VDODU\ HPSOR\PHQW�

*URVV 2WKHU ,QGLYLGXDOV

 7KH *URVV 2WKHU ,QGLYLGXDOV FDWHJRU\ LQFOXGHV DOO LQFRPH WD[ SDLG E\ LQGLYLGXDOV� RWKHU

WKDQ WKRVH PDGH WKURXJK WKH 3$<( DQG 3UHVFULEHG 3D\PHQWV 6\VWHP �336� FDWHJRULHV�

7D[ UHYHQXH FRPSULVHV SURYLVLRQDO WD[ SD\PHQWV DQG GHELW DVVHVVPHQWV RQ LQFRPH WD[

UHWXUQV �LH ZKHUH 3$<(� 336 RU SURYLVLRQDO WD[ FUHGLWV DUH LQVXIILFLHQW WR PHHW WKH WD[

DVVHVVHG RQ LQFRPH�� 7D[SD\HUV LQ WKLV FDWHJRU\ GHULYH WKHLU LQFRPH IURP VDODULHV DQG

ZDJHV� EXVLQHVV� SULPDU\ SURGXFWLRQ� SURSHUW\ DQG FDSLWDO JDLQV�

 $ WD[SD\HU·V SURYLVLRQDO WD[ OLDELOLW\ LQ D JLYHQ \HDU LV JHQHUDOO\ GHWHUPLQHG E\ LQFUHDVLQJ

WKH SUHYLRXV \HDU·V DVVHVVHG LQFRPH E\ D SURYLVLRQDO WD[ XSOLIW IDFWRU �UHIHUHQFHG WR WKH

\HDU�DYHUDJH JURZWK UDWH RI QRPLQDO *'3 IRU WKH SUHFHGLQJ FDOHQGDU \HDU�� 7D[SD\HUV

ZKR H[SHFW WKHLU LQFRPH WR JURZ E\ OHVV WKDQ WKH XSOLIW IDFWRU PD\ HOHFW WR ORGJH D

SURYLVLRQDO WD[ YDULDWLRQ WR UHGXFH SURYLVLRQDO WD[ LQVWDOPHQWV� &XUUHQW \HDU WD[ UHYHQXH

IRU RWKHU LQGLYLGXDOV LV PDGH XS RI SURYLVLRQDO WD[ LQVWDOPHQWV� ZKHUH QHFHVVDU\� WRJHWKHU

ZLWK DQ\ EDODQFH RQ DVVHVVPHQW�

 *URVV UHYHQXH IURP WKLV LWHP LV H[SHFWHG WR ULVH E\ ��� SHU FHQW LQ ���������� 7KH

UHODWLYHO\ VORZ JURZWK LQ IRUHFDVW UHYHQXH LQ ��������� LV ODUJHO\ GXH WR H[SHFWHG VORZ

JURZWK LQ ������� LQFRPHV� +RZHYHU� VWURQJ GHELW DVVHVVPHQWV LQ ������� DUH H[SHFWHG

WR FRQWULEXWH SRVLWLYHO\ WR UHYHQXH LQ ��������� YLD KLJKHU SURYLVLRQDO WD[ �DULVLQJ IURP

ERWK D KLJKHU WD[ EDVH DQG WKH XSOLIW IDFWRU��

*URVV 3UHVFULEHG 3D\PHQWV 6\VWHP �336�

7KH 336 LV D ZLWKKROGLQJ V\VWHP IRU LQFRPH WD[ FROOHFWLRQ� ZKLFK DSSOLHV WR FHUWDLQ

SD\PHQWV PDGH XQGHU FRQWUDFWV IRU WKH SHUIRUPDQFH RI ZRUN� 7KH 336 RSHUDWHV LQ FHUWDLQ

LQGXVWULHV �HJ EXLOGLQJ DQG FRQVWUXFWLRQ�� $ SD\HU ZKR PDNHV D SUHVFULEHG SD\PHQW LV

UHTXLUHG WR PDNH WD[ LQVWDOPHQW GHGXFWLRQV IURP WKH SD\PHQW DQG UHPLW WKH DPRXQW

GHGXFWHG WR WKH $XVWUDOLDQ 7D[DWLRQ 2IILFH� 7KH SD\HH FODLPV D FUHGLW IRU WKH DPRXQW

GHGXFWHG LQ KLV RU KHU WD[ UHWXUQ� )RU WKH 336 WR DSSO\� WKH UHODWLRQVKLS EHWZHHQ WKH SD\HU

DQG WKH SD\HH PXVW QRW EH RQH RI FRPPRQ ODZ HPSOR\PHQW� LQ ZKLFK FDVH WKH 3$<(

V\VWHP ZLOO RSHUDWH�
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 5HYHQXH IURP WKLV LWHP LQ ��������� LV H[SHFWHG WR LQFUHDVH E\ ��� SHU FHQW� UHIOHFWLQJ

RQJRLQJ JURZWK LQ UHVLGHQWLDO FRQVWUXFWLRQ DFWLYLW\� SDUWO\ RIIVHW E\ ZHDNHU QRQ�UHVLGHQWLDO

FRQVWUXFWLRQ�

0HGLFDUH /HY\

 5HYHQXH IURP WKH 0HGLFDUH OHY\ LQ ��������� LV H[SHFWHG WR ULVH E\ ��� SHU FHQW� PDLQO\

UHIOHFWLQJ JURZWK LQ WKH WD[DEOH LQFRPH RI LQGLYLGXDOV�

,QGLYLGXDOV ,QFRPH 7D[ 5HIXQGV

 $ ILQDO DVVHVVPHQW RI WD[ OLDELOLW\ IRU LQGLYLGXDO WD[SD\HUV LV PDGH RQ WKH EDVLV RI UHWXUQV

ORGJHG DIWHU WKH HQG RI D ILQDQFLDO \HDU� 5HIXQGV DUH PDGH ZKHUH WD[ FUHGLWV H[FHHG WKH

ILQDO DVVHVVPHQW� :KHUH WD[ FUHGLWV DUH LQVXIILFLHQW WR PHHW WKH ILQDO WD[ OLDELOLW\� WD[SD\HUV

PDNH DQ DGGLWLRQDO SD\PHQW� ZKLFK LV FROOHFWHG XQGHU WKH 2WKHU ,QGLYLGXDOV LQFRPH WD[

FDWHJRU\�

 5HIXQGV LQ ��������� DUH HVWLPDWHG WR JURZ E\ ���� SHU FHQW� ODUJHO\ GXH WR RQJRLQJ

JURZWK LQ LQFRPH WD[ FROOHFWHG IURP LQGLYLGXDOV GXULQJ �������� DQG D QXPEHU RI

PHDVXUHV� 7KHVH LQFOXGH WKH VDYLQJV UHEDWH DQQRXQFHG LQ WKH ������� %XGJHW DQG WKH

�� SHU FHQW SULYDWH KHDOWK LQVXUDQFH UHEDWH DQQRXQFHG LQ $ 1HZ 7D[ 6\VWHP�

&RPSDQ\ DQG 2WKHU ,QFRPH 7D[

 7DEOH � FRQWDLQV HVWLPDWHV IRU ������� DQG ��������� IRU FRPSDQ\ DQG RWKHU LQFRPH WD[

LWHPV�

7DEOH �� &RPSDQ\ DQG 2WKHU ,QFRPH 7D[

������� ������� &KDQJH RQ

(VWLPDWH (VWLPDWH �������

$P $P �

&RPSDQLHV�D� ����� ����� ���

6XSHUDQQXDWLRQ )XQGV�D��E� ���� ���� ���

:LWKKROGLQJ 7D[

5HVLGHQW ��� ��� �

1RQ�UHVLGHQW

,QWHUHVW ��� ��� ���

'LYLGHQG ��� ��� ����

5R\DOW\ ��� ��� ���

0LQLQJ � � �

7RWDO :LWKKROGLQJ 7D[ ���� ���� ���

3HWUROHXP 5HVRXUFH 5HQW 7D[ ��� ��� ����

727$/ ����� ����� ���

�D� ,QFOXGHV WD[ RQ UHDOLVHG FDSLWDO JDLQV�

�E� ,QFOXGHV VXSHUDQQXDWLRQ FRQWULEXWLRQV VXUFKDUJH�
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&RPSDQ\ ,QFRPH 7D[

 7KH JHQHUDO WD[ UDWH IRU FRPSDQLHV LV �� SHU FHQW� ZLWK FRQFHVVLRQDO UDWHV DSSO\LQJ WR
FHUWDLQ LQFRPH RI OLIH DVVXUDQFH FRPSDQLHV� UHJLVWHUHG RUJDQLVDWLRQV� SRROHG GHYHORSPHQW
IXQGV� VPDOO FUHGLW XQLRQV DQG RIIVKRUH EDQNLQJ XQLWV�

 &RPSDQ\ WD[ UHYHQXH LV UHFRJQLVHG DV DFFUXLQJ WR WKH &RPPRQZHDOWK ZKHQ D OLDELOLW\ IRU
D WD[DWLRQ LQVWDOPHQW DULVHV� HLWKHU WKURXJK DVVHVVPHQW E\ WKH $XVWUDOLDQ 7D[DWLRQ 2IILFH
RU WKURXJK VHOI�DVVHVVPHQW E\ WKH WD[SD\HU� &RPSDQLHV� RWKHU WKDQ VPDOO FRPSDQLHV� DUH
UHTXLUHG WR PDNH RQH RU WZR TXDUWHUO\ LQVWDOPHQW SD\PHQWV �GHSHQGLQJ RQ WKH VL]H RI WKH
FRPSDQ\·V HVWLPDWHG WD[ OLDELOLW\� LQ WKH \HDU LQFRPH LV HDUQHG� ZLWK WKH UHPDLQGHU SDLG LQ
WKH IROORZLQJ \HDU �RU VXEVWLWXWHG DFFRXQWLQJ SHULRG�� 6PDOO FRPSDQLHV DUH UHTXLUHG WR
PDNH D VLQJOH LQVWDOPHQW SD\PHQW LQ WKH ILQDQFLDO \HDU �RU VXEVWLWXWHG DFFRXQWLQJ SHULRG�
IROORZLQJ WKH \HDU LQFRPH LV HDUQHG� )URP WKH ������� LQFRPH \HDU� WKH QHZ FRPSDQ\ WD[
SD\PHQW DUUDQJHPHQWV DQQRXQFHG LQ $ 1HZ 7D[ 6\VWHP ZLOO EULQJ SD\PHQWV RI FRPSDQ\
WD[ IRUZDUG�

 &RPSDQ\ LQFRPH WD[ LV IRUHFDVW WR JURZ E\ ��� SHU FHQW LQ ���������� ODUJHO\ UHIOHFWLQJ
WKH HVWLPDWHG JURZWK LQ FRPSDQ\ WD[DEOH LQFRPH LQ �������� 7KH QHZ FRPSDQ\ WD[
SD\PHQW DUUDQJHPHQWV ZLOO DOVR EHJLQ WR WDNH HIIHFW IRU FRPSDQLHV ZLWK HDUO\ EDODQFLQJ
GDWHV� UHVXOWLQJ LQ KLJKHU UHYHQXH LQ ����������

6XSHUDQQXDWLRQ )XQGV 7D[

 6XSHUDQQXDWLRQ IXQGV DUH JHQHUDOO\ WD[HG DW WKH FRQFHVVLRQDO UDWH RI �� SHU FHQW LQ UHODWLRQ
WR LQYHVWPHQW LQFRPH DQG FHUWDLQ FRQWULEXWLRQV UHFHLYHG� 6XSHUDQQXDWLRQ IXQGV WD[ LV
UHFRJQLVHG DV DFFUXLQJ WR WKH &RPPRQZHDOWK RQ D VLPLODU EDVLV WR FRPSDQLHV� 3D\PHQWV
DUH PDGH DFFRUGLQJ WR WKH VDPH VFKHGXOH DV DSSOLHV WR FRPSDQ\ LQFRPH WD[�

 6XSHUDQQXDWLRQ IXQGV WD[ LV H[SHFWHG WR ULVH RQO\ VOLJKWO\ LQ ���������� :KLOH
FRQWULEXWLRQV WR VXSHUDQQXDWLRQ IXQGV LQ ������� DUH H[SHFWHG WR FRQWLQXH WR ULVH� WD[DEOH
HDUQLQJV DUH H[SHFWHG WR VORZ IROORZLQJ VWURQJ JURZWK LQ WKH SUHYLRXV LQFRPH \HDU�

:LWKKROGLQJ 7D[

 :LWKKROGLQJ WD[ LV OHYLHG RQ�

x LQFRPH SD\PHQWV WR UHVLGHQWV ZKR� ZKHQ PDNLQJ DQ LQYHVWPHQW� GR QRW VXSSO\ WKH
LQYHVWPHQW ERG\ ZLWK D WD[ ILOH QXPEHU�

x FHUWDLQ LQWHUHVW� GLYLGHQG DQG UR\DOW\ SD\PHQWV WR QRQ�UHVLGHQWV� DQG

x SD\PHQWV PDGH WR $ERULJLQDO JURXSV IRU WKH XVH RI $ERULJLQDO ODQG IRU PLQHUDO
H[SORUDWLRQ DQG PLQLQJ�

7KH HVWLPDWHG LQFUHDVH LQ ZLWKKROGLQJ WD[ LQ ��������� RI ��� SHU FHQW LV ODUJHO\ GXH WR WKH
LQWURGXFWLRQ RI GHIHUUHG FRPSDQ\ WD[ �DQQRXQFHG LQ $ 1HZ 7D[ 6\VWHP� RQ GLYLGHQGV SDLG
WR QRQ�UHVLGHQWV�



���

3HWUROHXP 5HVRXUFH 5HQW 7D[ �3557�

8QGHU WKH &RPPRQZHDOWK·V 3HWUROHXP �6XEPHUJHG /DQGV� $FW ����� 3557 DSSOLHV WR
RIIVKRUH DUHDV RWKHU WKDQ WKH 1RUWK :HVW 6KHOI SURGXFWLRQ OLFHQVH DUHDV DQG DVVRFLDWHG
H[SORUDWLRQ SHUPLW DUHDV� ZKLFK DUH VXEMHFW WR H[FLVH DQG UR\DOW\ DUUDQJHPHQWV� 3557 LV
OHYLHG DW WKH UDWH RI �� SHU FHQW RI WD[DEOH SURILW IURP D SHWUROHXP SURMHFW�

3557 LV H[SHFWHG WR LQFUHDVH E\ ���� SHU FHQW LQ ��������� PDLQO\ GXH WR D UHFRYHU\ LQ
%DVV 6WUDLW RLO SURGXFWLRQ IROORZLQJ WKH GLVUXSWLRQ WR 9LFWRULDQ JDV VXSSOLHV LQ ODWH �����

,QGLUHFW 7D[

7DEOH � VKRZV HVWLPDWHV IRU ������� DQG ��������� RI YDULRXV LQGLUHFW WD[HV�

7DEOH �� ,QGLUHFW 7D[

������� ������� &KDQJH RQ

(VWLPDWH (VWLPDWH �������

$P $P �

:KROHVDOH 6DOHV 7D[ ����� ����� ���

([FLVH 'XW\

3HWUROHXP 3URGXFWV �

/HDGHG 3HWURO ���� ���� �����

8QOHDGHG 3HWURO ���� ���� ���

'LHVHO ���� ���� ���

2WKHU�D� ��� ��� ����

7RWDO 3HWUROHXP 3URGXFWV ���� ���� ���

&UXGH 2LO �� ��� �����

2WKHU ([FLVH �

%HHU ��� ��� ���

3RWDEOH 6SLULWV ��� ��� ���

7REDFFR 3URGXFWV ���� ���� ����

7RWDO 2WKHU ([FLVH ���� ���� ����

7RWDO ([FLVH ����� ����� ���

&XVWRPV 'XW\�E� ���� ���� ��

727$/ ����� ����� ���

�D� ,QFOXGHV DYLDWLRQ JDVROLQH� DYLDWLRQ WXUELQH IXHO� IXHO RLO� KHDWLQJ RLO DQG NHURVHQH� DQG UHIXQGV�GUDZEDFNV

UHODWLQJ WR SHWUROHXP SURGXFWV H[FLVH�

�E� &XVWRPV GXW\ FROOHFWLRQV LQFOXGH FXVWRPV GXW\ LPSRVHG RQ LPSRUWHG SHWUROHXP SURGXFWV� WREDFFR� EHHU

DQG VSLULWV� ZKLFK LV DNLQ WR H[FLVH GXW\ RQ WKHVH LWHPV �DURXQG $��� PLOOLRQ LQ ������� DQG DURXQG

$��� PLOOLRQ LQ �����������

:KROHVDOH 6DOHV 7D[ �:67�

:67 LV LPSRVHG RQ D UDQJH RI JRRGV GHVWLQHG IRU FRQVXPSWLRQ LQ $XVWUDOLD DQG LV OHYLHG
DW WKH ODVW ZKROHVDOH RU LPSRUW SRLQW RQ WKH ZKROHVDOH VDOHV YDOXH RI WD[DEOH JRRGV� ,Q
���������� WD[DEOH JRRGV ZLOO FRQWLQXH WR EH YDULRXVO\ VXEMHFW WR WD[ UDWHV RI ��� ��� ��� ��
DQG �� SHU FHQW� GHSHQGLQJ RQ WKH FODVVLILFDWLRQ RI WKH JRRGV LQYROYHG� 7KHVH UDWHV GR QRW
LQFOXGH WKH VXUFKDUJH UDWHV RQ DOFRKRO DULVLQJ IURP WKH VDIHW\ QHW DUUDQJHPHQWV



���

LPSOHPHQWHG IROORZLQJ WKH +LJK &RXUW GHFLVLRQ LQYDOLGDWLQJ 6WDWH DQG 7HUULWRU\ EXVLQHVV

IUDQFKLVH IHHV �ZKLFK DUH FROOHFWHG E\ WKH &RPPRQZHDOWK RQ DQ DJHQF\ EDVLV IRU WKH

6WDWHV DQG 7HUULWRULHV�� 7KH �� SHU FHQW :67 UDWH �RWKHU WKDQ WKDW DSSO\LQJ WR IXUV DQG

MHZHOOHU\� ZLOO EH UHGXFHG WR �� SHU FHQW �� GD\V DIWHU 5R\DO $VVHQW LV JLYHQ WR WKH *RRGV

DQG 6HUYLFHV 7D[ �*67� OHJLVODWLRQ� 7KLV VHHNV WR UHPRYH WKH LQFHQWLYH IRU FRQVXPHUV WR

GHOD\ SXUFKDVHV RI LWHPV ZKLFK WKH\ H[SHFW ZLOO IDOO LQ SULFH XQGHU WKH *67�

7KH HVWLPDWHG LQFUHDVH LQ :67 UHYHQXH RI ��� SHU FHQW LQ ��������� PDLQO\ UHIOHFWV

IRUHFDVW JURZWK LQ WKH QRPLQDO YDOXH RI WD[DEOH JRRGV� SDUWO\ RIIVHW E\ FKDQJHV LQ

FRQVXPSWLRQ SDWWHUQV SULRU WR WKH LQWURGXFWLRQ RI WKH *67� 'XH WR WKH GLIILFXOW\ LQ

SUHGLFWLQJ WKH OLNHO\ EHKDYLRXUDO UHVSRQVHV RI FRQVXPHUV WR WKH H[SHFWHG UHODWLYH SULFH

FKDQJHV� WKHUH LV JUHDWHU WKDQ XVXDO XQFHUWDLQW\ DVVRFLDWHG ZLWK WKH

��������� :67 HVWLPDWH�

([FLVH 'XW\

3HWUROHXP SURGXFWV H[FLVH LQFOXGHV H[FLVH RQ PRWRU VSLULW �SHWURO�� GLHVHO IXHO� DYLDWLRQ JDVROLQH�

DYLDWLRQ WXUELQH IXHO� IXHO RLO� KHDWLQJ RLO DQG NHURVHQH� ,W LV LPSRVHG DW VSHFLILF UDWHV

SHU OLWUH RI SURGXFW� &UXGH RLO H[FLVH LQFOXGHV H[FLVH FROOHFWHG IURP RIIVKRUH ILHOGV LQ WKH

1RUWK :HVW 6KHOI SURGXFWLRQ OLFHQVH DUHDV ZKLFK DUH QRW VXEMHFW WR 3557� DQG RQVKRUH

ILHOGV DQG FRDVWDO ZDWHUV�

([FLVH UHYHQXH IURP RWKHU SHWUROHXP SURGXFWV� ZKLFK LQFOXGH DYLDWLRQ JDVROLQH� DYLDWLRQ

WXUELQH IXHO� IXHO RLO� KHDWLQJ RLO DQG NHURVHQH� LV H[SHFWHG WR JURZ E\ ���� SHU FHQW�

SULPDULO\ UHIOHFWLQJ WKH LQWURGXFWLRQ RI QHZ H[FLVH UDWHV IRU DYLDWLRQ JDVROLQH DQG DYLDWLRQ

WXUELQH IXHO� 7KH LQWURGXFWLRQ RI WKHVH QHZ H[FLVH UDWHV ZLOO SDUWO\ IXQG WKH

LPSOHPHQWDWLRQ RI DLU VDIHW\ SURJUDPPHV DQG KHOS PDLQWDLQ DLU QDYLJDWLRQ VHUYLFHV DW

UHJLRQDO DQG JHQHUDO DYLDWLRQ DLUSRUWV �VHH 3DUW , RI %XGJHW 3DSHU 1R� ���

([FLVH UHYHQXH IURP WRWDO SHWUROHXP SURGXFWV LV H[SHFWHG WR LQFUHDVH E\ ��� SHU FHQW LQ

��������� PDLQO\ UHIOHFWLQJ DQ H[SHFWHG LQFUHDVH LQ FRQVXPSWLRQ RI XQOHDGHG SHWURO DQG

WKH LQGH[DWLRQ RI H[FLVH UDWHV� 7KH IDOO LQ H[FLVH FROOHFWLRQV IURP OHDGHG SHWURO UHIOHFWV D

FRQWLQXLQJ GHFOLQH LQ WKH QXPEHU RI YHKLFOHV WKDW H[FOXVLYHO\ XVH OHDGHG SHWURO�

2WKHU H[FLVH LV GHULYHG IURP EHHU� SRWDEOH VSLULWV DQG WREDFFR SURGXFWV� ,W LV LPSRVHG DW D

VSHFLILF UDWH SHU NLORJUDP RQ WREDFFR SURGXFWV� RQ WKH DOFRKROLF FRQWHQW RI EHHU LQ H[FHVV

RI ���� SHU FHQW E\ YROXPH DQG RQ WKH GLVWLOOHG DOFRKRO LQ RWKHU SURGXFWV VXFK DV VSLULWV

DQG PL[HG GULQNV� :LQH� ZLQH SURGXFWV DQG RWKHU IHUPHQWHG DOFRKRO DUH H[HPSW IURP

H[FLVH�

([FLVH UHYHQXH IURP WKHVH SURGXFWV LV H[SHFWHG WR LQFUHDVH E\ ���� SHU FHQW LQ ����������

ODUJHO\ UHIOHFWLQJ PRGHUDWH JURZWK LQ DOFRKRO FRQVXPSWLRQ DQG D ULVH LQ WKH YDOXH RI

WREDFFR H[FLVH UHVXOWLQJ IURP WKH UHIRUP WR WREDFFR WD[DWLRQ DQQRXQFHG LQ

$ 1HZ 7D[ 6\VWHP �DOVR VHH 3DUW , RI %XGJHW 3DSHU 1R� ���



����

([FLVH ,QGH[DWLRQ

7KH UDWHV RI GXW\ IRU H[FLVDEOH FRPPRGLWLHV �ZLWK WKH H[FHSWLRQ RI FUXGH RLO� DUH DGMXVWHG
HDFK $XJXVW DQG )HEUXDU\ LQ OLQH ZLWK KDOI�\HDUO\ &RQVXPHU 3ULFH ,QGH[ �&3,�
PRYHPHQWV� ,I WKH FKDQJH LQ WKH &3, LV QHJDWLYH� WKH H[FLVH UDWH LV QRW UHGXFHG EXW LQVWHDG
WKH GHFOLQH LV FDUULHG IRUZDUG WR EH RIIVHW DJDLQVW WKH QH[W SRVLWLYH &3, PRYHPHQW�

$OO UHYHQXH IURP WKH H[FLVH GXW\ RQ DYLDWLRQ JDVROLQH DQG DYLDWLRQ WXUELQH IXHO FRQWULEXWHV
WR WKH IXQGLQJ RI DYLDWLRQ SURJUDPPHV� ,Q DGGLWLRQ WR WKH LPSDFW RI LQGH[DWLRQ GHVFULEHG
DERYH� WKH UDWHV RI H[FLVH DQG FXVWRPV GXW\ DSSO\LQJ WR DYLDWLRQ IXHOV DUH DGMXVWHG� DV
QHFHVVDU\� GHSHQGLQJ RQ WKH IXQGLQJ UHTXLUHPHQWV RI WKRVH SURJUDPPHV �VHH 3DUW , RI
%XGJHW 3DSHU 1R� ���

([LVWLQJ H[FLVH UDWHV DUH VKRZQ LQ 7DEOH ��

7DEOH �� ([FLVH 5DWHV
�D�

5DWHV DSSO\LQJ IURP 5DWHV DSSO\LQJ IURP

&RPPRGLW\ � $XJXVW ���� � )HEUXDU\ ����

$ $

3HWUROHXP �SHU OLWUH�

/HDGHG 3HWURO ������� �������

8QOHDGHG 3HWURO ������� �������

'LHVHO �JURVV� ������� �������

$YLDWLRQ *DVROLQH ������� �������

$YLDWLRQ 7XUELQH )XHO ������� �������

)XHO 2LO ������� �������

+HDWLQJ 2LO ������� �������

.HURVHQH ������� �������

%HHU �SHU OLWUH RI DOFRKRO RYHU ���� SHU FHQW� ����� �����

3RWDEOH 6SLULWV �SHU OLWUH RI DOFRKRO�

%UDQG\ ����� �����

*HQHUDO UDWH IRU 2WKHU 6SLULWV ����� �����

7REDFFR 3URGXFWV �SHU NJ� ����� �����

�D� 7KHVH UDWHV UHIHU WR WKH &RPPRQZHDOWK FRPSRQHQW RI H[FLVH�

&XVWRPV 'XW\

$G YDORUHP WDULIIV DUH DSSOLHG WR PDQ\ FDWHJRULHV RI LPSRUWV� &XVWRPV GXW\ UHYHQXH LV
DIIHFWHG E\ WKH $XVWUDOLDQ GROODU YDOXH RI LPSRUWV� WKH OHYHO RI WKH VWDWXWRU\ WDULII UDWHV
DSSOLHG WR LPSRUWV DQG WKH FRPSRVLWLRQ RI LPSRUWV EHWZHHQ KLJK DQG ORZ WDULII UDWHV�
$URXQG �� SHU FHQW RI WRWDO LPSRUWV E\ YDOXH HQWHU GXW\ IUHH�

&XVWRPV GXW\ UHYHQXH LV H[SHFWHG WR UHPDLQ DOPRVW XQFKDQJHG LQ ���������� ZLWK
PRGHUDWH JURZWK LQ WKH YDOXH RI LPSRUWV EHLQJ RIIVHW E\ FRQWLQXLQJ WDULII UDWH UHGXFWLRQV�



����

2WKHU 7D[HV� )HHV DQG )LQHV

7DEOH � VKRZV HVWLPDWHV IRU ������� DQG ��������� RI WKH YDULRXV FDWHJRULHV RI RWKHU

WD[HV� IHHV DQG ILQHV�

7DEOH �� 2WKHU 7D[HV� )HHV DQG )LQHV

������� ������� &KDQJH RQ

(VWLPDWH (VWLPDWH �������

$P $P �

)ULQJH EHQHILWV WD[ � H[WHUQDO HQWLWLHV ���� ���� ���

3ULPDU\ LQGXVWU\ FKDUJHV DQG OHYLHV � GRPHVWLF ��� ��� �����

3ULPDU\ LQGXVWU\ FKDUJHV DQG OHYLHV � H[SRUW � � �����

/LFHQVH IHHV ��� ��� ���

&RUSRUDWLRQ ODZ IHHV ��� ��� ���

,PPLJUDWLRQ ILQHV � � ����

,PPLJUDWLRQ IHHV ��� ��� ����

:RRO WD[ �� �� �����

'HSDUWXUH 7D[ ��� ��� ����

2WKHU�D� ��� ���� ���

727$/ ���� ���� ����

�D� ,QFOXGHV DOO RWKHU WD[ UHYHQXH FROOHFWHG E\ &RPPRQZHDOWK DJHQFLHV�

)ULQJH %HQHILWV 7D[ �)%7�

)%7 DSSOLHV WR D UDQJH RI EHQHILWV SURYLGHG E\ HPSOR\HUV WR WKHLU HPSOR\HHV RU DVVRFLDWHV

RI WKHLU HPSOR\HHV� )%7 LV H[SHFWHG WR ULVH E\ ��� SHU FHQW LQ ���������� ZLWK WKH HIIHFW RI

JHQHUDO UHPXQHUDWLRQ JURZWK EHLQJ SDUWO\ RIIVHW E\ WKH HIIHFWV RI IULQJH EHQHILWV EHLQJ

LQFOXGHG RQ HPSOR\HH JURXS FHUWLILFDWHV� DV DQQRXQFHG LQ $ 1HZ 7D[ 6\VWHP� 7KLV FKDQJH
LV H[SHFWHG WR UHVXOW LQ VRPH FRQYHUVLRQ RI IULQJH EHQHILWV LQWR RUGLQDU\ LQFRPH� UHVXOWLQJ

LQ ORZHU )%7 DQG KLJKHU LQGLYLGXDOV LQFRPH WD[�

3ULPDU\ ,QGXVWU\ &KDUJHV DQG /HYLHV

'RPHVWLF SULPDU\ LQGXVWU\ FKDUJHV DQG OHYLHV DUH H[SHFWHG WR IDOO E\ ���� SHU FHQW

LQ ���������� PDLQO\ GXH WR WKH SULYDWLVDWLRQ RI WKH :RRO DQG :KHDW %RDUGV� DQG

UHVWUXFWXULQJ RI WKH UHG PHDW LQGXVWU\� 3ULPDU\ LQGXVWU\ FKDUJHV DQG OHYLHV DUH XVHG WR

IXQG YDULRXV ERDUGV DQG ERGLHV WKDW RSHUDWH LQ WKH SULPDU\ LQGXVWU\ VHFWRU�



����

1RQ�7D[DWLRQ�5HYHQXH

7DEOH � VKRZV HVWLPDWHV IRU ������� DQG ��������� RI WKH YDULRXV FDWHJRULHV RI
QRQ�WD[DWLRQ UHYHQXH�

7DEOH �� 1RQ�7D[DWLRQ 5HYHQXH

������� ������� &KDQJH RQ

(VWLPDWH (VWLPDWH �������

$P $P �

6DOHV RI JRRGV DQG VHUYLFHV ���� ���� ����

,QWHUHVW

,QWHUHVW IURP 2WKHU *RYHUQPHQWV ��� ��� �����

,QWHUHVW IURP 2WKHU 6RXUFHV�D� ���� ���� ����

7RWDO ,QWHUHVW ���� ���� ����

'LYLGHQGV

'LYLGHQGV IURP $VVRFLDWHG (QWLWLHV ���� ���� ����

'LYLGHQGV IURP 2WKHU 6RXUFHV �� �� �����

7RWDO 'LYLGHQGV ���� ���� ����

1HW IRUHLJQ H[FKDQJH JDLQV ��� � QD

1HW JDLQV IURP VDOH RI DVVHWV �� � �����

2WKHU VRXUFHV RI QRQ�WD[ UHYHQXH�E� ���� ���� ����

727$/ ����� ����� ����

�D� ,QFOXGHV PDLQO\ LQWHUHVW UHYHQXH IURP VZDSV �DURXQG $��� ELOOLRQ LQ ������� DQG DURXQG $��� ELOOLRQ LQ

���������� ZKLFK KDYH EHHQ QHWWHG RII IURP VZDS LQWHUHVW SD\PHQWV LQ SUHYLRXV EXGJHWV� DQG LQWHUHVW

UHYHQXH IURP FDVK EDODQFHV�

�E� ,QFOXGHV DOO RWKHU QRQ�WD[ UHYHQXH FROOHFWHG E\ &RPPRQZHDOWK DJHQFLHV�

,QWHUHVW

,QWHUHVW IURP 2WKHU *RYHUQPHQWV

7KLV LWHP PDLQO\ FRPSULVHV UHYHQXH IURP WKH 6WDWHV DQG 7HUULWRULHV RQ *HQHUDO 3XUSRVH
DQG 6SHFLILF 3XUSRVH %RUURZLQJV�

7KH &RPPRQZHDOWK UHFHLYHV LQWHUHVW SD\PHQWV IURP WKH 6WDWHV LQ UHVSHFW RI ERUURZLQJV
PDGH RQ EHKDOI RI WKH 6WDWHV XQGHU WKH 6WDWH *RYHUQPHQWV· /RDQ &RXQFLO 3URJUDPPH DQG
IURP WKH 1RUWKHUQ 7HUULWRU\ LQ UHVSHFW RI DGYDQFHV PDGH XQGHU VLPLODU JHQHUDO SXUSRVH
FDSLWDO DVVLVWDQFH DUUDQJHPHQWV� 3D\PHQWV UHODWLQJ WR WKHVH DGYDQFHV DUH PDGH LQ WXUQ E\
WKH &RPPRQZHDOWK WR ERQG�KROGHUV�

,QWHUHVW IURP WKH 6WDWHV RQ *HQHUDO 3XUSRVH %RUURZLQJV LV GHFOLQLQJ DV D UHVXOW RI WKH
-XQH ���� /RDQ &RXQFLO GHFLVLRQ WKDW WKH 6WDWHV PDNH DGGLWLRQDO SD\PHQWV WR WKH 'HEW
5HWLUHPHQW 5HVHUYH 7UXVW $FFRXQW �ZLWK DQDORJRXV SD\PHQWV IURP WKH 7HUULWRULHV� HDFK
\HDU� WR IDFLOLWDWH WKH UHGHPSWLRQ RI DOO PDWXULQJ &RPPRQZHDOWK VHFXULWLHV LVVXHG RQ WKHLU
EHKDOI� 7KH UHGXFWLRQ LQ LQWHUHVW UHYHQXH IURP WKH 6WDWHV DQG 7HUULWRULHV LV PDWFKHG E\ D
UHGXFWLRQ LQ SXEOLF GHEW LQWHUHVW H[SHQVH� ,QWHUHVW ZLOO EH ORZHU LQ ��������� FRPSDUHG
WR �������� UHIOHFWLQJ UHSD\PHQWV RI RXWVWDQGLQJ GHEW WR WKH &RPPRQZHDOWK LQ ��������



����

7KH &RPPRQZHDOWK DOVR UHFHLYHV LQWHUHVW RQ DGYDQFHV PDGH XQGHU &RPPRQZHDOWK�6WDWH

+RXVLQJ $JUHHPHQWV� 6WDWHV �:RUNV DQG +RXVLQJ� $VVLVWDQFH $FWV� 1RUWKHUQ 7HUULWRU\

+RXVLQJ $GYDQFHV DQG IURP WKH $XVWUDOLDQ &DSLWDO 7HUULWRU\ RQ GHEWV DVVXPHG XSRQ

VHOI�JRYHUQPHQW� ,QWHUHVW IURP WKH 6WDWHV RQ 6SHFLILF 3XUSRVH %RUURZLQJV ZLOO EH ORZHU LQ

��������� FRPSDUHG WR �������� UHIOHFWLQJ UHSD\PHQWV RI DGYDQFHV WR WKH

&RPPRQZHDOWK LQ ��������

,QWHUHVW IURP 2WKHU 6RXUFHV

7KLV LWHP LQFOXGHV LQWHUHVW LQFRPH RQ &RPPRQZHDOWK FDVK EDODQFHV DQG RQ RWKHU

ILQDQFLDO DVVHWV� LQFOXGLQJ VZDS WUDQVDFWLRQV HQWHUHG LQWR DV D FRPSRQHQW RI GHEW

PDQDJHPHQW RSHUDWLRQV� ,QWHUHVW UHYHQXH IURP VZDSV LV LQFOXGHG RQ D JURVV EDVLV IRU WKH

ILUVW WLPH� 3UHYLRXVO\ LQWHUHVW UHYHQXH IURP VZDSV ZDV QHWWHG RII IURP VZDS LQWHUHVW

SD\PHQWV�

'LYLGHQGV

7KH PDLQ SURYLGHUV RI GLYLGHQGV WR WKH &RPPRQZHDOWK DUH LWV *RYHUQPHQW %XVLQHVV

(QWHUSULVHV �*%(V� DQG WKH 5HVHUYH %DQN RI $XVWUDOLD �5%$��

'LYLGHQGV DUH H[SHFWHG WR ULVH E\ ���� SHU FHQW LQ ����²����� PDLQO\ GXH WR KLJKHU

GLYLGHQG SD\PHQWV IURP VRPH *%(V DQG DQ DERYH DYHUDJH GLYLGHQG SD\PHQW IURP WKH

5%$� 'LYLGHQG SD\PHQWV UHFHLYHG IURP WKH 5%$ DUH DIIHFWHG E\ PRYHPHQWV LQ LQWHUHVW

UDWHV DQG WKH H[FKDQJH UDWH RYHU WKH FRXUVH RI WKH ILQDQFLDO \HDU DQG KHQFH FDQ EH TXLWH

YRODWLOH�

7KH 5R\DO $XVWUDOLDQ 0LQW DOVR SURYLGHV GLYLGHQG UHYHQXH WR WKH &RPPRQZHDOWK� 7KLV

LQFOXGHV VHLJQLRUDJH IURP FLUFXODWLQJ FRLQ SURGXFWLRQ� UR\DOWLHV IURP QXPLVPDWLF FRLQ

VDOHV DQG DQQXDO GLYLGHQGV IURP WKH SURILWV WKH 0LQW PDNHV DV WKH PDQXIDFWXUHU RI WKHVH

SURGXFWV� $Q LQFUHDVH LQ UHYHQXH PDLQO\ UHIOHFWV DQWLFLSDWHG LQFUHDVHV LQ FLUFXODWLQJ FRLQ

VDOHV DQG KLJKHU QXPLVPDWLF UR\DOWLHV DQG SURILWV DVVRFLDWHG ZLWK JURZWK LQ WKH

6\GQH\ ���� 2O\PSLF &RLQ 3URJUDPPH�

2WKHU 6RXUFHV RI 1RQ�7D[ 5HYHQXH

7KLV LWHP LV H[SHFWHG WR LQFUHDVH E\ ���� SHU FHQW LQ ���������� LQ SDUW GXH WR VOLSSDJHV LQ

WKH H[SHFWHG WLPLQJ RI WKH VDOH RI 6SHFLDO 'UDZLQJ 5LJKWV �6'5V�� IURP DQ ,QWHUQDWLRQDO

0RQHWDU\ )XQG 6'5 DOORFDWLRQ� WR WKH 5%$� $SSUR[LPDWHO\ $��� PLOOLRQ RI UHYHQXH WKDW

ZDV RULJLQDOO\ H[SHFWHG WR DFFUXH LQ ������� LV QRZ H[SHFWHG WR DFFUXH LQ ����������

7KHUH LV DQ RIIVHWWLQJ PRYHPHQW RQ WKH H[SHQVHV VLGH�

,Q DGGLWLRQ� WKH $XVWUDOLDQ 7D[DWLRQ 2IILFH ZLOO DFFUXH $��� PLOOLRQ LQ UHYHQXH IURP WKH

6WDWHV LQ WKH IRUP RI *67 DGPLQLVWUDWLRQ FRVWV LQ ���������� +RZHYHU� WKH FDVK SD\PHQW

ZLOO QRW EH UHFHLYHG XQWLO ��������



����

3DUW�,,���)RUZDUG�(VWLPDWHV�RI�5HYHQXH

(VWLPDWHV RI WKH PDMRU FDWHJRULHV RI UHYHQXH� IRU ��������� WR �������� DUH VKRZQ LQ

7DEOH ��

7DEOH �� )RUZDUG (VWLPDWHV RI 5HYHQXH

������� ������� ������� �������

&KDQJH RQ &KDQJH RQ &KDQJH RQ &KDQJH RQ

(VWLPDWH ������� (VWLPDWH ������� (VWLPDWH ������� (VWLPDWH �������

$E � $E � $E � $E �

,QGLYLGXDOV 7D[ ���� ��� ���� ����� ���� ��� ���� ���

3HU FHQW RI *'3 ���� ���� ���� ����

2WKHU ,QFRPH 7D[ ���� ��� ���� ���� ���� ���� ���� ���

3HU FHQW RI *'3 ��� ��� ��� ���

7RWDO ,QFRPH 7D[ ����� ��� ����� ��� ����� ��� ����� ���

3HU FHQW RI *'3 ���� ���� ���� ����

,QGLUHFW 7D[ ���� ��� ���� ����� ���� ���� ���� ���

3HU FHQW RI *'3 ��� ��� ��� ���

7RWDO 7D[�D� ����� ��� ����� ���� ����� ��� ����� ���

3HU FHQW RI *'3 ���� ���� ���� ����

1RQ�7D[ 5HYHQXH ���� ���� ���� ����� ���� ��� ���� ���

3HU FHQW RI *'3 ��� ��� ��� ���

727$/ 5(9(18( ����� ��� ����� ���� ����� ��� ����� ���

3HU FHQW RI *'3 ���� ���� ���� ����

�D� ,QFOXGHV 2WKHU 7D[HV� )HHV DQG )LQHV�

7KH UHYHQXH SURMHFWLRQV KDYH EHHQ PDGH RQ WKH FRQYHQWLRQDO DVVXPSWLRQ RI QR FKDQJH LQ

FXUUHQW SROLF\� 7KHUHIRUH� WKH IRUZDUG HVWLPDWHV RI UHYHQXH DUH SULQFLSDOO\ DIIHFWHG E\

SURMHFWHG JURZWK LQ HFRQRPLF SDUDPHWHUV DQG SROLF\ PHDVXUHV FRQWDLQHG LQ WKLV DQG

SUHYLRXV EXGJHWV� LQFOXGLQJ $ 1HZ 7D[ 6\VWHP�

7D[DWLRQ UHYHQXH JHQHUDOO\ PLUURUV HFRQRPLF DFWLYLW\ GXULQJ SHULRGV RI IDLUO\ VWHDG\

HFRQRPLF JURZWK �DV GHSLFWHG E\ WKH HFRQRPLF SURMHFWLRQV LQ WKLV %XGJHW�� EXW WHQGV WR

VZLQJ PRUH VKDUSO\ GXULQJ SHULRGV RI HFRQRPLF FRQWUDFWLRQ DQG H[SDQVLRQ DQG PRUH

VKDUSO\ WKDQ QRPLQDO *'3 JURZWK� 7KH IRUZDUG UHYHQXH HVWLPDWHV DUH DOVR SDUWLFXODUO\

VXVFHSWLEOH WR FKDQJHV LQ WKH H[WHQW RI WD[ PLQLPLVDWLRQ DQG DYRLGDQFH DFWLRQ E\

WD[SD\HUV�

7RWDO UHYHQXH DV D SURSRUWLRQ RI *'3 LV H[SHFWHG WR�

x VOLJKWO\ LQFUHDVH WR ���� SHU FHQW LQ ��������� IURP ���� SHU FHQW LQ �������� DQG

x IDOO WR VLJQLILFDQWO\ ORZHU OHYHOV LQ �������� ������� DQG �������� GXH ODUJHO\ WR WKH

LPSDFW RI $ 1HZ 7D[ 6\VWHP�



����

,QGLYLGXDOV WD[ IDOOV LQ ������� GXH WR WKH LQWURGXFWLRQ RI ORZHU SHUVRQDO WD[ UDWHV LQ WKDW

\HDU� 2WKHU LQFRPH WD[ ULVHV VKDUSO\ LQ ������� EHIRUH IDOOLQJ LQ �������� 7KLV LV D UHVXOW

RI WKH PRYH WR WKH QHZ FRPSDQ\ WD[ SD\PHQW DUUDQJHPHQWV� ZKLFK UHVXOW LQ VRPH

FRPSDQLHV EHLQJ DVVHVVHG XQGHU ERWK WKH QHZ DQG H[LVWLQJ DUUDQJHPHQWV LQ �������� 7KLV

UHVXOWV LQ KLJKHU DFFUXHG UHYHQXH LQ WKDW \HDU� HYHQ WKRXJK FRPSDQLHV ZLOO EH DOORZHG WR

GHIHU SD\PHQW RI SDUW RI WKHLU OLDELOLW\ WR ODWHU \HDUV�

,QGLUHFW WD[ IDOOV VKDUSO\ LQ ������� DV D UHVXOW RI WKH DEROLWLRQ RI :67� 5HYHQXH IURP WKH

*67 LV QRW UHSRUWHG DV WKH &RPPRQZHDOWK ZLOO EH FROOHFWLQJ WKLV WD[ RQ DQ DJHQF\ EDVLV

IRU WKH 6WDWHV DQG 7HUULWRULHV�

7DEOH � UHFRQFLOHV UHYHQXH HVWLPDWHV DW WKH WLPH RI WKH 0LG�<HDU (FRQRPLF DQG )LVFDO

2XWORRN ������� �������� 0<()2� DQG WKH ��������� %XGJHW LQ WHUPV RI SROLF\

GHFLVLRQV DQG SDUDPHWHU DQG RWKHU YDULDWLRQV�

7DEOH �� 5HFRQFLOLDWLRQ RI 5HYHQXH (VWLPDWHV

������� ������� ������� �������

$P $P $P $P

5HYHQXH DW ������� 0<()2�D� ������ ������ ������ ������

&KDQJHV IURP 0<()2 WR ��������� %XGJHW

(IIHFW RI SROLF\ GHFLVLRQV ���� ���� ���� ���

(IIHFW RI SDUDPHWHU DQG RWKHU YDULDWLRQV ��� ���� ���� ����

7RWDO YDULDWLRQV ��� ���� ���� ����

5HYHQXH DW ��������� %XGJHW ������ ������ ������ ������

�D� (VWLPDWHV RI UHYHQXH DW WKH ������� 0<()2 DUH EDVHG RQ DFFUXDO GDWD FROOHFWHG IRU WKH

��������� %XGJHW�



����

$SSHQGL[�$���5HYHQXH�0HDVXUHV

7DEOH $� SURYLGHV D VXPPDU\ RI WKH UHYHQXH PHDVXUHV LQWURGXFHG VLQFH WKH
������� 0<()2� $ IXOO GHVFULSWLRQ RI DOO ��������� %XGJHW UHYHQXH PHDVXUHV FDQ EH
IRXQG LQ 3DUW , RI %XGJHW 3DSHU 1R� ��

7DEOH $�� 5HYHQXH 0HDVXUHV VLQFH WKH ������� 0<()2
�D�

(VWLPDWHG &KDQJH LQ 5HYHQXH�E�

������� ������� ������� �������

$P $P $P $P
0HDVXUHV LQWURGXFHG LQ WKH ��������� %XGJHW

,QFRPH 7D[

$PHQGPHQWV WR WKH 3RROHG 'HYHORSPHQW )XQGV

SURJUDPPH � ���� ���� ����

&HVVDWLRQ RI WKH 7D[ ,QFHQWLYH IRU +HULWDJH

&RQVHUYDWLRQ � ��� ��� ���

,QGLUHFW 7D[

&LYLO $YLDWLRQ 6DIHW\ $XWKRULW\ FRVW UHFRYHU\ ��� ��� ��� ���

)XQGLQJ IRU $LUVHUYLFHV �ORFDWLRQ VSHFLILF SULFLQJ�

VXEVLG\ ���� ��� � �

1RQ�7D[

$XVWUDOLDQ &RPPXQLFDWLRQV $XWKRULW\ FRVW UHFRYHU\ � ��� ��� �

&RVW UHFRYHU\ IRU $XVWUDOLDQ %URDGFDVWLQJ $XWKRULW\

FRVWV DVVRFLDWHG ZLWK GLJLWDO WHOHYLVLRQ ��� ��� ��� �

3KDVLQJ RXW RI WKH +LJKHU (GXFDWLRQ (TXLW\ 0HULW

6FKRODUVKLS 6FKHPH � ��� ��� ���

,QFUHDVH 3ULYDWH +HDOWK ,QVXUDQFH /HY\ ��� ��� ��� ���

5HYLHZ SDFNDJH � HQKDQFHPHQW RI SRUWIROLR UHYLHZ

WULEXQDOV DQG H[WHQVLRQ RI $V\OXP 6HHNHUV $VVLVWDQFH

VFKHPH ��� ��� ��� ���

,QFUHDVH LQ WKH QRQ�(OHFWURQLF 7UDYHO $XWKRULW\ YLVLWRU

YLVD FKDUJH ��� ��� ��� ���

,QFUHDVH LQ WKH RQVKRUH ORQJ�VWD\ YLVLWRU YLVD

DSSOLFDWLRQ FKDUJH ��� ��� ��� ���

(VWDEOLVK DQ LPPLJUDWLRQ SUHVHQFH DW WKH $XVWUDOLDQ

&RQVXODWH *HQHUDO SRVW LQ (DVW 7LPRU ��� ��� ��� ���

1RQ�UHFRYHU\ IRU WKH $XVWUDOLDQ *HRORJLFDO 6XUYH\

2UJDQLVDWLRQ·V RIIVKRUH SHWUROHXP SURJUDPPH ����� ����� ����� �

&LYLO $YLDWLRQ 6DIHW\ $XWKRULW\ UHVWUXFWXULQJ ���� ���� ���� ����

6XE�7RWDO ���� ���� ���� ����

0HDVXUHV LQWURGXFHG XS WR WKH ��������� %XGJHW

,QFRPH 7D[

7D[DWLRQ RI FROOHFWLYH LQYHVWPHQW YHKLFOHV QD   

7D[ UHOLHI IRU SRVW�MXGJPHQW LQWHUHVW DZDUGV LQ

SHUVRQDO LQMXU\ FRPSHQVDWLRQ FDVHV ����� ���� ���� ����

7D[DWLRQ PHDVXUHV WR HQFRXUDJH SKLODQWKURS\ ���� ����� ����� �����

'HGXFWLELOLW\ RI JLIWV    

6RIWZDUH H[SHQGLWXUH    

6XSHUDQQXDWLRQ 6XUFKDUJH ² DEROLWLRQ RI DGYDQFH

LQVWDOPHQW � ������ ����� ����

1HZ LQYHVWPHQW UXOHV IRU VXSHUDQQXDWLRQ IXQGV � � � �



����

7DEOH $�� 5HYHQXH 0HDVXUHV VLQFH WKH ������� 0<()2�D� �FRQWLQXHG�

(VWLPDWHG &KDQJH LQ 5HYHQXH�E�

������� ������� ������� �������

$P $P $P $P
,QGLUHFW 7D[

/X[XU\ FDU WD[ QD ���� ���� ����

5HGXFWLRQ LQ �� SHU FHQW :67 UDWH� GDWH RI HIIHFW ���� � � �

5HIRUP RI WREDFFR WD[DWLRQ ² GHIHUUDO RI VWDUW GDWH�F� ������ � � �

7DULII RQ VWHHO WLQSODWH DQG DOXPLQLXP FDQVKHHW ��� � � �

5HPRYDO RI WDULII RQ PDFKLQH WRRO SDUWV ���� ���� ���� ����

3ULYDWLVDWLRQ RI WKH ZRRO VWRFNSLOH ² WD[ WUHDWPHQW

RI WUDGLQJ VWRFN    

6XE�7RWDO ������ ������ ����� �����

727$/ ,03$&7 2) 5(9(18( 0($685(6�G� ������ ������ ����� �����

 7KH QDWXUH RI WKLV PHDVXUH LV VXFK WKDW D UHOLDEOH HVWLPDWH FDQQRW EH SURYLGHG�

�D� $FFUXDO UHYHQXH�

�E� $ PLQXV VLJQ EHIRUH DQ HVWLPDWH LQGLFDWHV D UHGXFWLRQ LQ UHYHQXH� QR VLJQ EHIRUH DQ HVWLPDWH LQGLFDWHV D

JDLQ WR UHYHQXH�

�F� 7KH UHSRUWHG FRVW UHIOHFWV RQO\ WKH GHOD\HG LQWURGXFWLRQ RI WKH PHDVXUH� ,QFRUSRUDWLQJ WKLV PHDVXUH DQG

SDUDPHWHU FKDQJHV VLQFH 0<()2� WKH DQQRXQFHPHQW WR UHIRUP WREDFFR WD[DWLRQ LV H[SHFWHG WR UDLVH

$��� PLOOLRQ LQ D IXOO \HDU� 7KHUH ZLOO EH DQ LQFUHDVH LQ UHYHQXH LQ ��������� RYHU WKDW DQQRXQFHG LQ

$ 1HZ 7D[ 6\VWHP RI DURXQG $�� PLOOLRQ�

�G� 0HDVXUHV PD\ QRW DGG GXH WR URXQGLQJ�



����

7DEOH $� SURYLGHV D VXPPDU\ RI WKH UHYHQXH PHDVXUHV LQWURGXFHG EHWZHHQ WKH

������� %XGJHW DQG WKH ������� 0<()2�

7DEOH $�� 5HYHQXH 0HDVXUHV XS WR WKH ������� 0<()2�D�

(VWLPDWHG &KDQJH LQ 5HYHQXH�E�

������� ������� ������� �������

$P $P $P $P
0HDVXUHV LQFOXGHG LQ WKH ������� 0<()2�F�

0HDVXUHV LQWURGXFHG XS WR WKH ���� 3UH�(OHFWLRQ

)LVFDO 2XWORRN

'HIHU VWDUW GDWH IRU RSWLQJ RXW RI WKH 6XSHUDQQXDWLRQ

*XDUDQWHH 6\VWHP

� � � �

&HVVDWLRQ RI WKH 7&) ,PSRUW &UHGLW 6FKHPH � ����� ����� �����

([WHQVLRQ RI WKH 7&) 2YHUVHDV $VVHPEO\ 3URYLVLRQV � ���� ���� ����

$ 1HZ 7D[ 6\VWHP ����� �������� �������� ��������

6WXGHQW 9LVD 3URJUDPPH ² DGGLWLRQDO UHYHQXH IURP

YLVD SURFHVVLQJ ��� ��� ��� ���

([WHQVLRQ RI (OHFWURQLF 7UDYHO $XWKRULW\ WR +RQJ

.RQJ DQG 7DLZDQ IURP � -XO\ �����G�

���� ����� ����� �����

6XE�7RWDO ����� �������� �������� ��������

0HDVXUHV ,QWURGXFHG 6LQFH WKH ���� 3UH�(OHFWLRQ

)LVFDO 2XWORRN

$GPLQLVWUDWLYH &KDQJHV WR 3URMHFW %\�/DZ 6FKHPH ���� ���� ���� ����

5HPRYDO RI 7DULIIV RQ 0HGLFDO DQG 6FLHQWLILF

(TXLSPHQW

����� ����� ����� �����

7D[DWLRQ 7UHDWPHQW RQ 'LVSRVDO RI 0LQLQJ 3URSHUW\    

6XE�7RWDO ����� ����� ����� �����
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 7KH QDWXUH RI WKLV PHDVXUH LV VXFK WKDW D UHOLDEOH HVWLPDWH FDQQRW EH SURYLGHG�

�D� &DVK UHYHQXH�

�E� $ PLQXV VLJQ EHIRUH DQ HVWLPDWH LQGLFDWHV D UHGXFWLRQ LQ UHYHQXH� QR VLJQ EHIRUH DQ HVWLPDWH LQGLFDWHV D

JDLQ WR UHYHQXH�

�F� 'HVFULSWLRQV RI WKHVH PHDVXUHV DUH SURYLGHG LQ WKH 0LG�<HDU (FRQRPLF DQG )LVFDO 2XWORRN ��������

�G� )XUWKHU LQIRUPDWLRQ RQ FOLHQW QXPEHUV VLQFH WKH 0LG�<HDU (FRQRPLF DQG )LVFDO 2XWORRN ������� VXJJHVWV WKDW

WKH LPSDFW RI WKLV PHDVXUH PD\ EH ORZHU WKDQ RULJLQDOO\ HVWLPDWHG�

�H� 0HDVXUHV PD\ QRW DGG GXH WR URXQGLQJ�



����

$SSHQGL[�%���7D[�([SHQGLWXUHV

2YHUYLHZ

7KLV DSSHQGL[ GLVFXVVHV WKH HIIHFW RQ UHYHQXH RI FRQFHVVLRQDO WD[DWLRQ WUHDWPHQW RI
VSHFLILF JURXSV DQG�RU DFWLYLWLHV� &RQVLVWHQW ZLWK GDWD SXEOLVKHG LQ SUHYLRXV 7D[
([SHQGLWXUHV 6WDWHPHQWV �7(6�� DOO WKH GDWD FRQWDLQHG LQ WKLV DSSHQGL[ KDYH EHHQ
FRPSLOHG RQ D FDVK EDVLV�

,QGLYLGXDOV DQG EXVLQHVVHV GHULYH ILQDQFLDO EHQHILWV IURP YDULRXV WD[ FRQFHVVLRQV� 7KHVH
FRQFHVVLRQV DUH XVXDOO\ GHOLYHUHG E\ WD[ H[HPSWLRQV� GHGXFWLRQV� UHEDWHV RU UHGXFHG UDWHV�
7KH\ FDQ HLWKHU UHGXFH RU GHOD\ WKH FROOHFWLRQ RI WD[ UHYHQXH� 7KH *RYHUQPHQW FDQ XVH
WD[DWLRQ FRQFHVVLRQV WR DOORFDWH UHVRXUFHV WR GLIIHUHQW DFWLYLWLHV LQ PXFK WKH VDPH ZD\ WKDW
LW FDQ XVH GLUHFW H[SHQGLWXUH SURJUDPPHV� )RU WKLV UHDVRQ� DQG QRWLQJ WKHLU GLUHFW LPSDFW
RQ WKH ILVFDO EDODQFH� WKHVH WD[ FRQFHVVLRQV DUH JHQHUDOO\ FDOOHG ¶WD[ H[SHQGLWXUHV·�

)ROORZLQJ D UHYLHZ RI H[LVWLQJ WD[ H[SHQGLWXUHV� ILUVW DQQRXQFHG LQ WKH ������� %XGJHW�
WKH *RYHUQPHQW KDV GHFLGHG WR XQGHUWDNH SHULRGLF PRQLWRULQJ DQG HYDOXDWLRQ RI DOO WD[
H[SHQGLWXUHV WKURXJK QRUPDO EXGJHW SURFHVVHV WR HQVXUH WKH\ GHOLYHU *RYHUQPHQW
DVVLVWDQFH LQ DQ HIIHFWLYH PDQQHU�

$JJUHJDWH�7D[�([SHQGLWXUHV

7DEOH %� VKRZV HVWLPDWHV IRU WKH SHULRG ������� WR ������� RI DJJUHJDWH WD[
H[SHQGLWXUHV� 7KH DYDLODELOLW\ RI QHZ LQIRUPDWLRQ� DQG GHFLVLRQV WDNHQ VLQFH WKH
������� 7(6 ZDV SXEOLVKHG� KDV OHG WR D UH�HVWLPDWLRQ RI DFWXDO FRVWV DQG IRUZDUG
SURMHFWLRQV IRU DJJUHJDWH WD[ H[SHQGLWXUHV� 7KH ������� 7(6 ZLOO EH SXEOLVKHG VKRUWO\�

7KH GRFXPHQW $ 1HZ 7D[ 6\VWHP RXWOLQHG VLJQLILFDQW UHIRUPV WR ERWK H[SHQVHV DQG
UHYHQXHV ³ VRPH RI ZKLFK ZLOO LPSDFW RQ WKH FRVWLQJV RI WD[ H[SHQGLWXUHV� 7KH WUHDWPHQW
RI $ 1HZ 7D[ 6\VWHP LQ WKH ILJXUHV LQ 7DEOH %� LV DV IROORZV�

xx 7KRVH PHDVXUHV WKDW GR QRW IXQGDPHQWDOO\ DOWHU WKH ZD\ LQ ZKLFK D WD[ LV DVVHVVHG�
DQG WKHUHIRUH GR QRW DIIHFW WKH EHQFKPDUNV DJDLQVW ZKLFK D WD[ H[SHQGLWXUH LV FRVWHG
�VHH $WWDFKPHQW $ RI WKH ������� 7(6�� LQFOXGH WKH LPSDFW RI $ 1HZ 7D[ 6\VWHP LQ
WKHLU HVWLPDWHV�SURMHFWLRQV� )RU H[DPSOH� DQ\ WD[ H[SHQGLWXUHV UHODWLQJ WR SHUVRQDO
LQFRPH ZLOO WDNH LQWR DFFRXQW WKH QHZ SHUVRQDO LQFRPH WD[ UDWHV ZKLFK� XQGHU $ 1HZ
7D[ 6\VWHP� FRPH LQWR HIIHFW IURP -XO\ �����

xx 7KH LPSDFW RI $ 1HZ 7D[ 6\VWHP PHDVXUHV WKDW IXQGDPHQWDOO\ DOWHU WKH ZD\ LQ ZKLFK D
WD[ LV DVVHVVHG� DQG ZKLFK WKHUHIRUH UHTXLUH DQ DOWHUDWLRQ WR WKH EHQFKPDUN� VXFK DV
FKDQJHV WR WKH WD[DWLRQ UHJLPH DSSO\LQJ WR WUXVWV� KDYH QRW EHHQ LQFOXGHG LQ WKH WD[
H[SHQGLWXUH FRVWLQJV EHORZ�



����

7KH WUHDWPHQW UHIOHFWV WKH GLIILFXOW\ RI GHILQLQJ D EHQFKPDUN SULRU WR OHJLVODWLRQ EHLQJ
SDVVHG E\ WKH 3DUOLDPHQW� )XUWKHU� VXEVWDQWLDO HOHPHQWV RI WKH SDFNDJH ZLOO QRW EH GHFLGHG
XQWLO WKH 5HYLHZ RI %XVLQHVV 7D[DWLRQ �ZKLFK LV FXUUHQWO\ H[DPLQLQJ PDQ\ RI WKHVH WD[
H[SHQGLWXUHV LQ FRQVXOWDWLRQ ZLWK EXVLQHVV� KDV FRPSOHWHG LWV ZRUN�

7DEOH %�� $JJUHJDWH 7D[ ([SHQGLWXUHV ������� WR �������

<HDU

6XSHUDQQXDWLRQ

�$P�

2WKHU 7D[
([SHQGLWXUHV�D�

�$P�

7RWDO

�$P�

7D[ ([SHQGLWXUHV
DV D 3URSRUWLRQ

RI *'3
���

������� ���� ���� ����� ����

������� ���� ����� ����� ����

������� ���� ����� ����� ����

������� �HVW� ���� ����� ����� ����

��������� �HVW� ���� ����� ����� ����

������� �SURM� ���� ����� ����� ����

������� �SURM� ���� ����� ����� ����

������� �SURM� ���� ����� ����� ����

�D� 7KHVH DJJUHJDWHV GR QRW LQFOXGH PHDVXUHV DOORZLQJ GHOD\HG SD\PHQWV RI WD[�

,Q DQDO\VLQJ WKH GDWD SUHVHQWHG LQ 7DEOH %�� WKHUH DUH D QXPEHU RI FRQVLGHUDWLRQV WKDW
PXVW EH NHSW LQ PLQG�

x 7KHVH ILJXUHV ZLOO XQGHUVWDWH WKH WRWDO FRVW WR UHYHQXH RI WD[ H[SHQGLWXUHV� 7KH 7(6
GRHV QRW SURYLGH D FRPSUHKHQVLYH OLVWLQJ RI DOO WD[ H[SHQGLWXUHV� DQG VRPH RI WKRVH
WKDW DUH LGHQWLILHG KDYH QRW EHHQ FRVWHG GXH WR D ODFN RI GDWD�

x 7D[ H[SHQGLWXUHV LQ WKH IRUP RI GHOD\HG WD[ SD\PHQWV �VXFK DV GHSUHFLDWLRQ
DOORZDQFHV� ZKLFK PHUHO\ GHIHU WD[ UHYHQXH FROOHFWLRQV WR D ODWHU GDWH�� KDYH EHHQ
H[FOXGHG IURP WKH HVWLPDWHV RI DJJUHJDWH WD[ H[SHQGLWXUHV�

x &KDQJHV RYHU WLPH LQ PHWKRGRORJ\ DQG DYDLODEOH GDWD XVHG IRU FDOFXODWLQJ WKH FRVW RI
SDUWLFXODU H[SHQGLWXUHV PHDQV WKDW WKHUH FDQ EH TXLWH ODUJH UHYLVLRQV WR WD[
H[SHQGLWXUH HVWLPDWHV� 7KHUHIRUH SDUWLFXODU WD[ H[SHQGLWXUH HVWLPDWHV PD\ QRW EH
VWULFWO\ FRPSDUDEOH IURP \HDU WR \HDU�

x )RUZDUG SURMHFWLRQV IRU WKH RXW\HDUV FDQ EH VXEMHFW WR FRQVLGHUDEOH XQFHUWDLQW\�
&DXWLRQ VKRXOG EH H[HUFLVHG ZKHQ WU\LQJ WR GUDZ VWURQJ FRQFOXVLRQV RQ ORQJHU�WHUP
WUHQGV�



����

7D[�([SHQGLWXUHV�E\�)XQFWLRQDO�&DWHJRULHV

7DEOH %� FRPSDUHV WKH FRVWV RI LGHQWLILHG WD[ H[SHQGLWXUHV IRU ZKLFK D FRVW KDV EHHQ

HVWLPDWHG LQ ������� ZLWK XQGHUO\LQJ RXWOD\V E\ IXQFWLRQDO FDWHJRU\�

7KH DJJUHJDWHV IRU D QXPEHU RI WD[ H[SHQGLWXUH FDWHJRULHV DUH RQO\ DSSUR[LPDWLRQV� DV

VRPH WD[ H[SHQGLWXUHV GR QRW OHQG WKHPVHOYHV WR HDV\ FDWHJRULVDWLRQ� )RU H[DPSOH� LW PD\

QRW EH SRVVLEOH WR GHWHUPLQH SUHFLVHO\ ZKLFK LQGXVWU\ VHFWRUV KDYH DFFHVVHG WD[

FRQFHVVLRQV WKDW DUH DYDLODEOH WR DOO LQGXVWULHV� 7D[ H[SHQGLWXUHV WKDW FDQQRW EH FODVVLILHG

DV EHORQJLQJ WR D SDUWLFXODU IXQFWLRQDO FDWHJRU\ DUH DJJUHJDWHG LQ WKH ¶1RW $OORFDWHG WR

)XQFWLRQ· FDWHJRU\�

7DEOH %� LQGLFDWHV WKHUH LV FRQVLGHUDEOH YDULDWLRQ LQ WKH LPSRUWDQFH RI WD[ H[SHQGLWXUHV WR

SDUWLFXODU VHFWRUV RI WKH HFRQRP\� )RU H[DPSOH� ZKLOH D UHODWLYHO\ VPDOO OHYHO RI DVVLVWDQFH

ZDV SURYLGHG WKURXJK WD[ H[SHQGLWXUHV WR WKH (GXFDWLRQ VHFWRU� RYHU �� SHU FHQW RI WKH

WRWDO *RYHUQPHQW DVVLVWDQFH WR WKH )XHO DQG (QHUJ\ VHFWRU ZDV SURYLGHG LQ WKH IRUP RI

WD[ H[SHQGLWXUHV�

7KH PRVW VLJQLILFDQW FDWHJRU\ RI WD[ H[SHQGLWXUHV ZDV 6RFLDO 6HFXULW\ DQG :HOIDUH�

DFFRXQWLQJ IRU $���� ELOOLRQ� RU DERXW �� SHU FHQW RI WRWDO WD[ H[SHQGLWXUHV� 7KLV FRPSDUHV

ZLWK WKH QH[W ODUJHVW FDWHJRU\ �0LQLQJ DQG 0LQHUDO 5HVRXUFHV RWKHU WKDQ IXHOV�

0DQXIDFWXULQJ DQG &RQVWUXFWLRQ� DW DOPRVW $� ELOOLRQ� RU DERXW � SHU FHQW RI WRWDO WD[

H[SHQGLWXUHV�



����

7DEOH %�� $JJUHJDWH 7D[ ([SHQGLWXUHV DQG 'LUHFW 2XWOD\V E\

)XQFWLRQDO &DWHJRU\� �������

)XQFWLRQDO &DWHJRU\

7D[

([SHQGLWXUHV�D�

%XGJHW

2XWOD\V�E�

7RWDO

$P $P $P

*HQHUDO 3XEOLF 6HUYLFH

/HJLVODWLYH DQG ([HFXWLYH $IIDLUV � � ��� ���

)LQDQFLDO DQG )LVFDO $IIDLUV � ���� ����

)RUHLJQ (FRQRPLF $LG ��� ���� ����

*HQHUDO 5HVHDUFK � � ���� ����

*HQHUDO 6HUYLFHV � ���� ����

*RYHUQPHQW 6XSHUDQQXDWLRQ %HQHILWV � ���� ����

'HIHQFH �� ����� �����

3XEOLF 2UGHU DQG 6DIHW\ � ��� ���

(GXFDWLRQ �� ����� �����

+HDOWK ��� ����� �����

6RFLDO 6HFXULW\ 	 :HOIDUH ����� ����� �����

+RXVLQJ DQG &RPPXQLW\ $PHQLWLHV ��� ���� ����

5HFUHDWLRQ DQG &XOWXUH �� ���� ����

)XHO DQG (QHUJ\ ��� �� ���

$JULFXOWXUH� )RUHVWU\ DQG )LVKLQJ ��� ���� ����

0LQLQJ DQG 0LQHUDO 5HVRXUFHV RWKHU

WKDQ )XHOV� 0DQXIDFWXULQJ� DQG

&RQVWUXFWLRQ

��� ���� ����

7UDQVSRUW DQG &RPPXQLFDWLRQ �� ���� ����

2WKHU (FRQRPLF $IIDLUV

7RXULVP DQG $UHD 3URPRWLRQ �� �� ���

/DERXU DQG (PSOR\PHQW $IIDLUV �� ���� ����

2WKHU (FRQRPLF $IIDLUV� QHF ��� ��� ����

2WKHU 3XUSRVHV

3XEOLF 'HEW ,QWHUHVW � ���� ����

*HQHUDO 3XUSRVH ,QWHU�*RYHUQPHQW

7UDQVDFWLRQV

� ����� �����

1DWXUDO 'LVDVWHU 5HOLHI � �� ��

&RQWLQJHQF\ 5HVHUYH � � �

$VVHW 6DOHV � ���� ����

1RW $OORFDWHG WR )XQFWLRQ ���� � ����

727$/ ����� ������ ������

�D� 7KHVH DJJUHJDWHV GR QRW LQFOXGH PHDVXUHV DOORZLQJ GHOD\HG SD\PHQWV RI WD[�

�E� 2XWOD\V DUH UHSRUWHG RQ DQ XQGHUO\LQJ EDVLV�



����

$SSHQGL[�&���5HYHQXH�6WDWLVWLFV���������WR������������&DVK�%DVLV�

7DEOH &�� &RPPRQZHDOWK 5HYHQXH ��P��D�

������� ������� ������� ������� ������� ������� ������� ������� ������� ������� ��������E� ��������E�

7D[ 5HYHQXH

,QFRPH 7D[

,QGLYLGXDOV �

*URVV 3$<( ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����

*URVV 2WKHU ���� ���� ����� ���� ���� ���� ���� ���� ����� ����� ����� �����

*URVV 336�F� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

0HGLFDUH /HY\�G� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

5HIXQGV ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� �����

7RWDO ,QGLYLGXDOV ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����

&RPSDQLHV ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����

6XSHUDQQXDWLRQ � ��� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

:LWKKROGLQJ 7D[ ��� ��� ��� ��� ��� ��� ��� ���� ���� ���� ���� ����

3HWUROHXP 5HVRXUFH 5HQW 7D[ � �� ��� ��� ���� ���� ��� ��� ���� ��� ��� ���

)ULQJH %HQHILWV 7D[ ��� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

7RWDO ,QFRPH 7D[ ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ������ ������

,QGLUHFW 7D[

6DOHV 7D[ ���� ����� ���� ���� ���� ����� ����� ����� ����� ����� ����� �����

([FLVH 'XW\ �

&UXGH 2LO DQG /3* ���� ���� ���� �� ��� �� �� �� � �� �� ���

3HWUROHXP 3URGXFWV ���� ���� ���� ���� ���� ���� ���� ����� ����� ����� ���� ����

2WKHU ([FLVH 'XW\ ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

7RWDO ([FLVH 'XW\ ���� ���� ����� ���� ���� ����� ����� ����� ����� ����� ����� �����

&XVWRPV 'XW\ ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

7RWDO ,QGLUHFW 7D[ ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����
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7DEOH &�� &RPPRQZHDOWK 5HYHQXH ��P��D� ² FRQWLQXHG

������� ������� ������� ������� ������� ������� ������� ������� ������� ������� ��������E� ��������E�

7D[ 5HYHQXH �FRQW��

2WKHU 7D[HV� )HHV DQG )LQHV ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

727$/ 7$; 5(9(18( ����� ����� ����� ����� ����� ����� ������ ������ ������ ������ ������ ������

1RQ�7D[ 5HYHQXH

,QWHUHVW 5HFHLYHG ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

'LYLGHQGV DQG 2WKHU ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����� �����

727$/ 121�7$; 5(9(18( ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����� �����

727$/ 5(9(18( ����� ����� ����� ����� ����� ������ ������ ������ ������ ������ ������ ������

�D� )LJXUHV XS WR DQG LQFOXGLQJ ������� DUH RQ D %XGJHW 6HFWRU EDVLV� )LJXUHV IRU ������� DQG ��������� DUH RQ D *HQHUDO *RYHUQPHQW VHFWRU EDVLV�

�E� (VWLPDWHV IRU ������� DQG ��������� DUH GHULYHG XVLQJ FDVK IORZ GDWD IURP WKH &RPPRQZHDOWK·V QHZ DFFUXDO DFFRXQWLQJ V\VWHP� $V D UHVXOW� WKH FDWHJRULHV ¶,QWHUHVW

5HFHLYHG· DQG ¶'LYLGHQGV DQG 2WKHU· QRZ LQFOXGH LWHPV WKDW ZHUH QHWWHG RII LQ SUHYLRXV EXGJHWV� )RU H[DPSOH� ,QWHUHVW 5HFHLYHG QRZ LQFOXGHV UHFHLSWV IURP VZDSV

�DURXQG $����� ELOOLRQ� DQG 'LYLGHQGV DQG 2WKHU QRZ LQFOXGHV ¶6DOHV RI JRRGV DQG VHUYLFHV· �DURXQG $����� ELOOLRQ� DQG ¶2WKHU VRXUFHV RI QRQ�WD[ UHYHQXH· �DURXQG

$� ELOOLRQ�� ZKLFK ZHUH SUHYLRXVO\ QHWWHG RII� (VWLPDWHV IRU 3HWUROHXP 3URGXFWV ([FLVH DUH QHW RI WKH 'LHVHO )XHO 5HEDWH 6FKHPH�

�F� 336 GHQRWHV 3UHVFULEHG 3D\PHQWV 6\VWHP�

�G� 7KH 0HGLFDUH OHY\ ZDV LQFUHDVHG IURP ��� WR ��� SHU FHQW IRU WKH SHULRG IURP � -XO\ ���� WR �� -XQH ���� WR IXQG WKH JXQV EX\�EDFN VFKHPH�
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7DEOH &�� 0DMRU &DWHJRULHV RI 5HYHQXH DV D 3URSRUWLRQ RI *URVV 'RPHVWLF 3URGXFW �SHU FHQW�

7RWDO

7D[ 5HYHQXH 1RQ�7D[ 5HYHQXH 5HYHQXH

,QFRPH 7D[ 2WKHU 7D[ 5HYHQXH

,QGLYLGXDOV ([FLVHV

7RWDO

*URVV *URVV *URVV 3HWUROHXP 2WKHU 'LYLGHQGV 7RWDO

3$<( 2WKHU 336 7RWDO 6XSHU 7RWDO 3URGXFWV 2WKHU 7RWDO 6DOHV &XVWRPV 7D[ 7RWDO 7D[ DQG 1RQ�7D[

�D� �D� �D� �E� &RPSDQLHV )XQGV )%7 �F� �G� �H� ([FLVHV 7D[ 'XW\ �I� 5HYHQXH ,QWHUHVW 2WKHU 5HYHQXH 5HYHQXH

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

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

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

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

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

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

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

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

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

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

��������J� ���� ��� ��� ���� ��� ��� ��� ���� ��� ��� ��� ��� ��� ��� ���� ��� ��� ��� ����

��������J� ���� ��� ��� ���� ��� ��� ��� ���� ��� ��� ��� ��� ��� ��� ���� ��� ��� ��� ����

�D� 7KH WRWDOV IRU WKHVH FDWHJRULHV LQFOXGH 0HGLFDUH OHY\ FROOHFWLRQV�

�E� 7KH WRWDO IRU WKH LQGLYLGXDOV FDWHJRU\ LQFOXGHV 0HGLFDUH OHY\ FROOHFWLRQV DQG UHIXQGV�

�F� 7KH WRWDO IRU WKH LQFRPH WD[ FDWHJRU\ DOVR LQFOXGHV UHIXQGV� 0HGLFDUH OHY\ FROOHFWLRQV� 3557 DQG ZLWKKROGLQJ WD[�

�G� 3HWUROHXP SURGXFWV H[FLVH LQFOXGHV FUXGH RLO DQG /3* H[FLVH�

�H� 7KH ¶2WKHU· FDWHJRU\ FRPSULVHV H[FLVH IURP EHHU� SRWDEOH VSLULWV DQG WREDFFR�

�I� $V ZHOO DV H[FLVHV� VDOHV WD[ DQG FXVWRPV GXW\� ¶2WKHU 7D[ 5HYHQXH· LQFOXGHV RWKHU WD[HV� IHHV DQG ILQHV�

�J� (VWLPDWHV IRU ������� DQG ��������� DUH RQ D *HQHUDO *RYHUQPHQW VHFWRU EDVLV DQG DUH GHULYHG XVLQJ FDVK IORZ GDWD IURP WKH &RPPRQZHDOWK·V QHZ DFFUXDO DFFRXQWLQJ V\VWHP� 1RWH WKDW

WKH FDWHJRULHV ¶,QWHUHVW· DQG ¶'LYLGHQGV DQG 2WKHU· LQFOXGH VLJQLILFDQW QHZ LWHPV WKDW ZHUH QHWWHG RII LQ SUHYLRXV EXGJHWV� (VWLPDWHV IRU 3HWUROHXP 3URGXFWV ([FLVH DUH QHW RI WKH 'LHVHO

)XHO 5HEDWH 6FKHPH�
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7DEOH &�� 0DMRU &DWHJRULHV RI 5HYHQXH DV D 3URSRUWLRQ RI 7RWDO 5HYHQXH �SHU FHQW�

7D[ 5HYHQXH 1RQ�7D[ 5HYHQXH

,QFRPH 7D[ 2WKHU 7D[ 5HYHQXH

,QGLYLGXDOV ([FLVHV

7RWDO

*URVV *URVV *URVV 3HWUROHXP 2WKHU 'LYLGHQGV 7RWDO

3$<( 2WKHU 336 7RWDO 6XSHU 7RWDO 3URGXFWV 2WKHU 7RWDO 6DOHV &XVWRPV 7D[ 7RWDO 7D[ DQG 1RQ�7D[

�D� �D� �D� �E� &RPSDQLHV )XQGV )%7 �F� �G� �H� ([FLVHV 7D[ 'XW\ �I� 5HYHQXH ,QWHUHVW 2WKHU 5HYHQXH

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

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

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

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

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

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

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

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

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

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

��������J� ���� ��� ��� ���� ���� ��� ��� ���� ��� ��� ��� ��� ��� ���� ���� ��� ��� ���

��������J� ���� ��� ��� ���� ���� ��� ��� ���� ��� ��� ��� ��� ��� ���� ���� ��� ��� ���

�D� 7KH WRWDOV IRU WKHVH FDWHJRULHV LQFOXGH 0HGLFDUH OHY\ FROOHFWLRQV�

�E� 7KH WRWDO IRU WKH LQGLYLGXDOV FDWHJRU\ LQFOXGHV 0HGLFDUH OHY\ FROOHFWLRQV DQG UHIXQGV�

�F� 7KH WRWDO IRU WKH LQFRPH WD[ FDWHJRU\ DOVR LQFOXGHV UHIXQGV� 0HGLFDUH OHY\ FROOHFWLRQV� 3557 DQG ZLWKKROGLQJ WD[�

�G� 3HWUROHXP SURGXFWV H[FLVH LQFOXGHV FUXGH RLO DQG /3* H[FLVH�

�H� 7KH ¶2WKHU· FDWHJRU\ FRPSULVHV H[FLVH IURP EHHU� SRWDEOH VSLULWV DQG WREDFFR�

�I� $V ZHOO DV H[FLVHV� VDOHV WD[ DQG FXVWRPV GXW\� ¶2WKHU 7D[ 5HYHQXH· LQFOXGHV RWKHU WD[HV� IHHV DQG ILQHV�

�J� (VWLPDWHV IRU ������� DQG ��������� DUH RQ D *HQHUDO *RYHUQPHQW VHFWRU EDVLV DQG DUH GHULYHG XVLQJ FDVK IORZ GDWD IURP WKH &RPPRQZHDOWK·V QHZ DFFUXDO DFFRXQWLQJ V\VWHP� 1RWH WKDW

WKH FDWHJRULHV ¶,QWHUHVW· DQG ¶'LYLGHQGV DQG 2WKHU· LQFOXGH VLJQLILFDQW QHZ LWHPV WKDW ZHUH QHWWHG RII LQ SUHYLRXV EXGJHWV� (VWLPDWHV IRU 3HWUROHXP 3URGXFWV ([FLVH DUH QHW RI WKH 'LHVHO

)XHO 5HEDWH 6FKHPH�
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STATEMENT 7: GENERAL GOVERNMENT EXPENDITURE

AND FUNDING

CONTENTS

Introduction

Capital expenditure

Capital appropriations

A strategic overview of capital expenditure and capital appropriations in the
general government sector

Loans and equity injections

Overview of specific capital expenditure and capital appropriations

Agriculture, Fisheries and Forestry Portfolio

Attorney-General’s Portfolio

Communications, Information Technology and the Arts Portfolio

Defence Portfolio

Employment, Workplace Relations and Small Business Portfolio

Environment and Heritage Portfolio

Family and Community Services Portfolio

Finance and Administration Portfolio

Foreign Affairs and Trade Portfolio

Health and Aged Care Portfolio

Industry Science and Resources Portfolio

Transport and Regional Services Portfolio

Treasury Portfolio



7-2

INTRODUCTION

This is the first Capital Budget Statement to be prepared for the Commonwealth general
government sector.

As owner, the Government is responsible for ensuring that agencies have access to new
capital when additional investment is required to deliver outputs efficiently and
competitively, having regard to the cost of capital.

Agencies are responsible for ensuring that the value of the Government’s investment is
maintained in accordance with Government policies.  Normally, this requires each agency
to ensure that revenues cover all expenses, including depreciation.

The purpose of this statement is to show the Government’s capital management by
detailing agency investment and funding decisions.

CAPITAL EXPENDITURE

Capital expenditure involves the purchase of non-current assets necessary for agencies to
produce their outputs and achieve their outcomes. Capital expenditure may be funded by:

• INTERNAL FUNDS, WHICH CAN BE MADE UP OF:
− cash from operations;

− capital appropriations made by the Government in preceding years; and

− sales of agency assets; or

• CAPITAL APPROPRIATIONS, WHICH INCLUDES EQUITY
INJECTIONS AND LOANS.

Details of capital expenditure by agency by portfolio are shown in Table A.

CAPITAL APPROPRIATIONS

A capital appropriation is the means by which the Government can provide capital
funding to its agencies. There are four types of capital appropriation:

• EQUITY INJECTIONS;
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• LOANS;

• APPROPRIATION OF PREVIOUS YEARS CARRYOVERS; OR

• ADMINISTERED CAPITAL.

Details of capital appropriations by agency by portfolio are shown in Table B.

Tables A and B are aggregations of agency data. That is, they are not consolidated tables
as they do not eliminate transactions between general government sector agencies. This
presentation improves the visibility of the Commonwealth’s investment in its individual
agencies.

Not all capital appropriations shown in Table B will be reflected in Table A as being
applied to capital expenditure. Capital appropriations may be used to extinguish liabilities
or to fund one-off expenses such as agency internal restructuring.  Further, there will be
some instances where a capital appropriation in one year is used to finance capital
expenditure in another year.

Equity injections are a direct injection of cash into an agency, where the Government
earns a return on its investment in the form of a dividend and/or improved performance.
In the case of loans the Government provides cash which is repayable with interest by the
agency.

In the move to accrual budgeting, there is a transitional difficulty associated with
carryovers of 1998-99 running costs appropriations. Under the previous running cost
arrangements agencies might have received additional funding for appropriations not
expended in the previous year. In order to avoid a distortion of the price of outputs, it was
decided that carryovers of running costs from 1998-1999 would be made available to
agencies in the form of a specifically identified equity injection.  This is a transitional issue
for 1999-2000 only.

Administered capital comprises equity injections and carryovers for activities administered
by agencies in their fiduciary capacity, on behalf of the Government.  In this role agencies
do not provide a service for which they earn revenue, rather they implement government
policy on the behalf of the Government.

A STRATEGIC OVERVIEW OF CAPITAL EXPENDITURE AND CAPITAL
APPROPRIATIONS IN THE GENERAL GOVERNMENT SECTOR

Total capital expenditure for the general government sector is estimated at $5.0 billion in
1999-2000 and $14.9 billion over the period 2000-01 to 2002-03.
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Chart 1: Total capital expenditure in general government sector agencies
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Chart 1 shows that the Commonwealth is moving towards agencies funding a greater
proportion of their capital expenditure from internal sources.  This reflects the adoption
of the accrual framework, which funds agencies for the full price of their outputs,
including the depreciation of their assets.

Although the Government provides a high level of direct capital funding, internally
generated funding represents the dominant source of financing for capital expenditure for
agencies in the general government sector.  This largely reflects agencies’ plans to maintain
their capacity to deliver outcomes for the community.  Funding for depreciation will
enable agencies to replace capital assets as their useful life comes to an end.
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Chart 2: Capital appropriations to general government sector agencies
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The Government anticipates making an aggregate capital investment in general
government sector agencies, of $2,447 million in 1999-2000, and a total of $5,947 million
over the period 2000-01 to 2002-03.  At the present time, the Government provides
capital primarily in the form of direct equity injections to agencies.

The Defence portfolio accounts for around three quarters of total equity injections over
the Budget and forward years.  The Defence capital budget is financed from within an
overall global budget for Defence funding.  This global budget covers both recurrent and
capital requirements and reflects the Government's commitment to no real change in
Defence spending over the period 1999-2000 to 2000-01.

The large increase in Administered Capital in 2000-01 relates to the Commonwealth's
commitment that the States and Territories will be no worse off under the implementation
of A New Tax System.  The States and Territories will be advanced $1.1 billion in 2000-01,
which will be repayable without interest.

LOANS AND EQUITY INJECTIONS

The Commonwealth uses the two basic forms of capital injection – loans and equity
injections – to meet different requirements.
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Equity forms part of the capital base of an agency and is increased or decreased depending
on whether the agency runs an operating surplus or a deficit. An equity injection is most
appropriate to provide an agency with start-up capital, or to enable it to purchase assets
that have useful lives of five years or more.  If an agency creates surpluses over time, it
may be required to return a dividend to the Commonwealth.

Loans are another form of investment and may be appropriate where an agency has a
short-term need to pay for increased expenses, or to buy assets that are consumed over a
1 to 5 year period.  Under the accrual framework, all requests for loans of more than 6 per
cent of an agency’s revenue must be supported by rigorous investment proposals.

OVERVIEW OF SPECIFIC CAPITAL EXPENDITURE AND CAPITAL
APPROPRIATIONS

This section sets out the major areas of capital expenditure across the general government
sector, by portfolio.

In this Budget, the Government is announcing a number of new capital measures
involving several portfolios.  These measures are separately described in Budget Paper No. 2,
Budget Measures.

Agriculture, Fisheries and Forestry Portfolio

Department of Agriculture, Fisheries and Forestry

The Government is providing an administered capital appropriation of $22.6 million to
the Department of Agriculture, Fisheries and Forestry for the unspent cash portion of
grants expensed in 1998-99 but not paid until 1999-2000.

Attorney-General’s Portfolio

Attorney-General’s Department

The Government is providing an administered capital appropriation of $56.7 million to
the Attorney-General’s Department for the rescheduling of discretionary grants from the
1998-99 financial year which were not included in the 1998-99 Appropriation Bills.

Australian Federal Police

Capital expenditure by the Australian Federal Police (AFP) will amount to $29.9 million
over the period 1999-2000 to 2002-03 to provide equipment upgrades for forensic and
technical analysis, deployable operational and intelligence support and information
technology and the construction of forensic facilities at the Weston complex.  These
purchases will be funded from internal sources using funds provided by the Government
as part of the AFP reform programme.
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Australian Customs Service

Capital expenditure by the Australian Customs Service (ACS) is expected to peak at some
$54.6 million in 1999-2000, falling to $21.1 million in 2000-01, $12.1 million in 2001-02
and $13.2 million in 2002-03.  The 1999-2000 estimate includes investment in new search
capacity and x-ray technology as part of the Government's Tough on Drugs initiative,
completion of a major refurbishment and investment in software development.

The Government will provide ACS with an equity injection of $26.6 million in 1999-2000,
including some $7 million to implement the Tough on Drugs strategy for which a further
$2.3 million will be provided in 2000-01.

Communications, Information Technology and the Arts Portfolio

Department of Communications, Information Technology and the Arts

The Government will provide an equity injection of $1.9 million in 1999-2000,
$1.7 million in 2000-01, and $1.1 million in 2001-02 to the National Science and
Technology Centre to fund essential building repairs and maintenance.

The Government will provide an equity injection of $1 million in 1999-2000 to the
Australian National Maritime Museum to fund essential building repairs.

The new building for the National Museum of Australia will move to the main
construction phase in 1999-2000 with expected expenditure of $94.2 million and a further
$33.5 million in 2000-01. The Department will fund the construction from capital
previously provided by the Government from the Federation Fund.

Australian Broadcasting Corporation

The ABC is to conduct asset maintenance, replacement of plant and equipment and will
invest in digital conversion for studio and broadcasting equipment.  Funds will be
internally sourced and amount to $73.6 million in 1999-2000; $80.7 million in 2000-01;
$99.2 million in 2001-02 and $75.3 million in 2002-03.

Special Broadcasting Service Corporation

Capital expenditure by the SBS will amount to $30.4 million over the budget and forward
years. The Government is providing SBS with an equity injection of $5.4 million for the
relocation of its transmission service from Gore Hill to Artarmon. SBS is also receiving an
equity injection of $14.5 million for the purchase of digital equipment.

Defence Portfolio

Department of Defence

The Defence capital budget is financed from within an overall global budget for Defence
funding.  This global budget covers both recurrent and capital requirements and reflects
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the Government's commitment to no real change in Defence spending over the period
1999-2000 to 2000-01.  Total capital expenditure by Defence in 1999-2000 is expected to
be $3.6 billion and includes initiatives to progress the Government's policy of enhancing
capabilities across the priority areas of the knowledge edge, defeating air and maritime
threats, and strike and land forces.

Defence Housing Authority

The Defence Housing Authority plans to spend approximately $1.5 billion over four years
on the purchase of new properties. These purchases are to be funded internally by the
receipts from property sales.

Employment, Workplace Relations and Small Business Portfolio

Department of Employment, Workplace Relations and Small Business

Administered capital injections of $346 million over the budget and forward years will be
provided to extinguish outstanding administered liabilities relating to labour market
programmes.

The Department is planning capital expenditure of $38.1 million over the budget and
forward years.  These will be funded through the use of carryovers and internal sources.

Environment and Heritage Portfolio

Department of the Environment and Heritage

The Department of the Environment and Heritage will make capital acquisitions
estimated at $39.5 million in 1999-2000.  Acquisitions mainly involve the purchase of
property, plant and equipment for the Commonwealth Bureau of Meteorology including
computing equipment and systems; equipment to support land based surface, upper air,
marine and satellite-derived observations; and capital works, property fitout and furniture
and fittings.

The Government has agreed that a Sydney Harbour Federation Trust be established to
manage surplus Defence lands on the Sydney Harbour foreshore.  The Department will
receive a loan of $770,000 in 1999-2000 and $45,000 in 2000-01 to facilitate the
establishment of the Sydney Harbour Federation Trust.  The costs of relocating Defence
facilities and remediating other foreshore areas will be met from the Federation Fund.

National Parks and Wildlife Service

Capital expenditure by the National Parks and Wildlife Service is expected to be $13.4
million in 1999-2000.  Included in this are repairs to the main access and associated roads
to the Norfolk Island National Park, which were damaged by floods in August 1998.
These repairs will be funded by a $3.5 million equity injection from the Government.
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Family and Community Services Portfolio

Department of Family and Community Services

Capital expenditure of $12.2 million is expected in 1999-2000 for capital works required to
support the introduction and implementation of A New Tax System.  The Government is
providing an equity injection of $0.2 million to cover this expenditure with the remainder
being internally funded.

Centrelink

Centrelink is anticipating capital expenditure of $132.2 million in 1999-2000,
$125.9 million in 2000-01, $106.5 million in 2001-02 and $117 million in 2002-03.  This
expenditure is to fund internally developed software, office fitout and IT acquisitions that
relate to the development of the new service delivery model.  Capital expenditure of
$10.7 million in 1999-2000, $14.8 million in 2000-01, $7.6 million in 2001-02 and
$7.4 million in 2002-03 will be required to purchase computer and office equipment and
software to support the implementation of A New Tax System.

The Government will provide capital by way of an equity injection of $11.2 million in
1999-2000, $15.1 million in 2000-01, $7.8 million in 2001-02 and $7.6 million in 2002-03
and loans of $64.1 million in 1999-2000 and $5.3 million in 2000-01 in addition to loans
provided in 1998-99.  An equity injection will be provided to fund the purchases
supporting the implementation of A New Tax System with the remainder to be funded
internally.

Finance and Administration Portfolio

Department of Finance and Administration

The Department of Finance and Administration will receive an equity injection of $37.5
million over four years for the refurbishment of the Treasury Building in Canberra.  An
amount of $36 million over 4 years will be injected to meet essential remediation works
including Year 2000 compliance and occupational health and safety works necessary to
maintain and prepare a large number of special purpose, industrial, and public interest
properties for commercialisation and possible sale.

The Government has agreed to the construction of a new law court building to house the
Federal Court, High Court and Family Court in Adelaide.  Equity of $7.2 million will be
provided in 1999-2000 for project planning and $66.5 million in 2002-03 for payment on
completion.  This meets the Government’s objective of ensuring appropriate and
accessible Commonwealth court buildings in each state.

Other capital projects within the Department totaling approximately $100 million over
four years will also be progressed using a combination of previously approved capital
appropriations and existing special account moneys.
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Foreign Affairs and Trade Portfolio

Department of Foreign Affairs and Trade

As part of the Government’s decision to open an Australian Consulate-General in Dili,
East Timor, the Department will receive an equity injection of $3.5 million to fund office
fitout, communications and office equipment, furniture and motor vehicles. At the same
time, a policy liaison office is to be established in Lisbon, Portugal.

The Department will receive a further equity injection of $2.1 million over four years to
fund the opening of an embassy in Zagreb.  This will fund fitout as well as
communications and office equipment.

Additionally, the Department is spending $7 million over two years on the purchase of a
new financial and human resources management information system.

Australian Agency for International Development (AusAID)

AusAID will extinguish liabilities to the World Bank of $200 million in each year from
1999-2000 to 2002-03. AusAID will receive an equity injection of $0.2 million to fund the
establishment of an AusAID office in Dili, East Timor.

Health and Aged Care Portfolio

Department of Health and Aged Care

The Department has planned capital acquisitions for office fitout and IT development of
$17.6 million in 1999-2000 and $9 million in each of the three subsequent years. These
capital expenditure programmes will be internally funded.

Industry Science and Resources Portfolio

Australian Nuclear Science and Technology Organisation

The Australian Nuclear Science and Technology Organisation (ANSTO) will receive an
equity injection of $286.4 million over nine years to fund the construction of a
replacement research reactor at Lucas Heights, NSW.  Of this total, $10.0 million is to be
drawn down in 1999-2000; $33.8 million in 2000-01; $66.9 million in 2001-02; and $84.6
million in 2002-03.

ANSTO is internally funding normal repair, refurbishment and replacement of buildings
and infrastructure as well as maintenance and replacement of scientific instrumentation,
safety equipment and transport vehicles to the value of $82.9 million over four years.
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Commonwealth Scientific and Industrial Research Organisation

CSIRO will spend approximately $48 million per annum on research plant and equipment
and $34 million per annum on replacement and refurbishment of land and buildings for
each of the next three years.

In addition the Public Works Committee has approved two financial initiatives:

• construction of the national centre for petroleum and minerals resources
research in western australia funded by a $37.5 million finance lease over
25 years through the western australian government; and

• stage 2 of the centre for advanced technologies in queensland funded by a
$22.5 million finance lease over 19 years through the queensland
government.

This capital expenditure will be funded from within the triennium funding arrangements.

Triennium funding provides CSIRO certainty for funds availability during a fixed three
year period.  The next triennium commences with the 2000-01 year.

Transport and Regional Services Portfolio

Department of Transport and Regional Services

The Department is anticipating capital expenditure of $34.5 million over four years. This
includes capital works projects on the Cocos (Keeling) Islands and Christmas Island. This
supports the Government's objective of bringing the public infrastructure in the Indian
Ocean Territories up to mainland standards.

The Government has provided an equity injection to cover the Christmas Island and
Cocos Island expenditure.  The Department will fund the Norfolk Island expenditure
from capital previously allocated by the Government.

Treasury Portfolio

Treasury

The Government will establish a specialist Australian Office of Financial Management to
increase the efficiency of Commonwealth debt management.  This will involve a capital
expenditure of $2.9 million and $0.5 million in 1999-2000 and 2000-01 respectively.

The Department of the Treasury has an Administered Capital estimate of $1.2 billion for
2000-01, which includes $1.1 billion in advances to the States and Territories relating to
the implementation of A New Tax System.  Under the terms of the Intergovernmental
Agreement on the Reform of Commonwealth-State Financial Relations, the Government will make
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transition payments in the form of interest free loans to the States and Territories (as
necessary) to ensure that no State or Territory is worse off from the introduction of the
Government's tax package.

Australian Taxation Office

The Government’s taxation reform initiatives under A New Tax System will require the
establishment of a legislative basis and supporting administrative systems.  These systems
will involve capital expenditure of $150 million over four years for the establishment of
major infrastructure items including a GST collection system and an Australian Business
Number register.

The Government’s reform of business taxation will require capital expenditure of
$4.5 million to establish a legislative basis and supporting administrative systems.

All Australian Tax Office capital expenditure will be funded by the Government through
equity injections.

Australian Bureau of Statistics

The Australian Bureau of Statistics (ABS) anticipates capital expenditure of $23.2 million
in 1999-2000; $31.9 million in 2000-2001; $48.9 million in 2001-2002; and $19.8 million in
2002-2003.  Included in these are expenditures on central office fitout and the purchase of
computer software and general property and equipment.

The ABS’ capital expenditure programmes in the 1999-2000 Budget and forward years are
funded internally.
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Table A: Capital Expenditure by Portfolio 1999-2000 to 2002-03 ($m)

1998-99 1999-00 2000-01 2001-02 2002-03
Joint House Department

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 2.5 2.5 2.5 2.5 2.5

Total 2.5 2.5 2.5 2.5 2.5
Parliamentary Departments

Funded by capital 
appropriation - - - - -
Funded internally by 
departmental resources 2.5 2.5 2.5 2.5 2.5

Total 2.5 2.5 2.5 2.5 2.5

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 14.7 7.0 12.9 7.8 8.9

Total 14.7 7.0 12.9 7.8 8.9

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 3.5 3.0 3.0 3.0 3.0

Total 3.5 3.0 3.0 3.0 3.0

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 0.1 0.1 0.1 0.1 0.1

Total 0.1 0.1 0.1 0.1 0.1

Funded by capital 
appropriation - - - - -
Funded internally by 
departmental resources 18.3 10.1 16.0 10.9 12.0

Total 18.3 10.1 16.0 10.9 12.0

Attorney-General's Department
Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 6.0 0.6 1.6 5.6 2.6

Total 6.0 0.6 1.6 5.6 2.6

Australian Wool Research and 
Promotion Organisation

Agriculture, Fisheries and 
Forestry - Portfolio

Grains Research and Development 
Corporation

Department of Agriculture, Fisheries 
and Forestry 
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Table A: Capital Expenditure by Portfolio 1999-2000 to 2002-03 ($m) -
continued

1998-99 1999-00 2000-01 2001-02 2002-03
Australian Customs Service

Funded by capital appropriation - 34.9 2.3 - -
Funded internally by 
departmental resources 42.9 19.7 18.7 12.1 13.2

Total 42.9 54.6 21.1 12.1 13.2
Australian Federal Police

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 12.8 11.2 10.9 3.9 3.9

Total 12.8 11.2 10.9 3.9 3.9
Family Court of Australia

Funded by capital appropriation - 4.9 - - -
Funded internally by 
departmental resources 10.9 6.9 11.8 6.2 6.2

Total 10.9 11.8 11.8 6.2 6.2
Attorney-General's - Portfolio

Funded by capital 
appropriation - 39.8 2.3 - -
Funded internally by 
departmental resources 72.6 38.5 43.1 27.7 25.9

Total 72.6 78.3 45.4 27.7 25.9

Funded by capital appropriation 7.3 2.6 - - -
Funded internally by 
departmental resources 49.6 104.5 43.3 7.7 6.5

Total 56.8 107.1 43.3 7.7 6.5
Australian Broadcasting Corporation

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 38.6 73.6 80.7 99.2 75.3

Total 38.6 73.6 80.7 99.2 75.3
Australia Council

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 0.9 0.9 0.2 0.6 0.5

Total 0.9 0.9 0.2 0.6 0.5
National Gallery of Australia

Funded by capital appropriation 4.0 4.0 4.0 4.0 4.0
Funded internally by 
departmental resources 12.6 4.5 6.6 6.7 6.8

Total 16.6 8.5 10.6 10.7 10.8

Department of Communications, 
Information Technology and the Arts
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Table A: Capital Expenditure by Portfolio 1999–2000 to 2002-03 ($m) -
continued

1998-99 1999-00 2000-01 2001-02 2002-03
National Library of Australia

Funded by capital appropriation - 1.0 1.0 1.0 1.0
Funded internally by 
departmental resources 11.1 5.3 5.2 5.2 5.2

Total 11.1 6.3 6.3 6.3 6.3

Funded by capital appropriation - 7.9 3.9 4.1 4.0
Funded internally by 
departmental resources 5.8 2.5 2.9 2.5 2.6

Total 5.8 10.4 6.8 6.6 6.6

Funded by capital 
appropriation 11.3 15.5 8.9 9.1 9.0
Funded internally by 
departmental resources 118.5 191.3 139.0 121.8 96.8

Total 129.8 206.8 148.0 131.0 105.8

Department of Defence
Funded by capital appropriation 1238.8 1278.2 1061.7 914.7 919.9
Funded internally by 
departmental resources 2137.4 2300.4 2462.8 2746.6 2837.3

Total 3376.1 3578.6 3524.5 3661.3 3757.2
Defence Housing Authority

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 325.9 334.1 378.3 381.9 384.9

Total 325.9 334.1 378.3 381.9 384.9
Defence - Portfolio

Funded by capital 
appropriation 1238.8 1278.2 1061.7 914.7 919.9
Funded internally by 
departmental resources 2463.3 2634.5 2841.1 3128.5 3222.2

Total 3702.0 3912.7 3902.8 4043.2 4142.1

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 11.3 11.2 11.1 16.5 17.3

Total 11.3 11.2 11.1 16.5 17.3

Communications, Information 
Technology and the Arts - 
Portfolio

Department of Education, Training 
and Youth Affairs

Special Broadcasting Service 
Corporation
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Table A: Capital Expenditure by Portfolio 1999-2000 to 2002-03 ($m) -
continued

1998-99 1999-00 2000-01 2001-02 2002-03

Funded by capital 
appropriation - - - - -
Funded internally by 
departmental resources 11.3 11.2 11.1 16.5 17.3

Total 11.3 11.2 11.1 16.5 17.3

Funded by capital appropriation - 8.0 - - -
Funded internally by 
departmental resources 4.4 1.0 12.3 12.4 12.4

Total 4.4 9.0 12.3 12.4 12.4
Comcare

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 1.5 1.0 1.0 1.0 1.0

Total 1.5 1.0 1.0 1.0 1.0

Funded by capital 
appropriation - 8.0 - - -
Funded internally by 
departmental resources 5.9 2.0 13.3 13.4 13.4

Total 5.9 10.0 13.3 13.4 13.4

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 44.4 39.5 32.5 39.2 43.9

Total 44.4 39.5 32.5 39.2 43.9

Funded by capital 
appropriation - - - - -
Funded internally by 
departmental resources 44.4 39.5 32.5 39.2 43.9

Total 44.4 39.5 32.5 39.2 43.9

Department of Employment, 
Workplace Relations and Small 
Business

Education, Training and Youth 
Affairs - Portfolio

Employment, Workplace 
Relations and Small Business - 
Portfolio

Department of the Environment and 
Heritage

Environment and Heritage - 
Portfolio
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Table A: Capital Expenditure by Portfolio 1999-2000 to 2002-03 ($m) -
continued

1998-99 1999-00 2000-01 2001-02 2002-03

Funded by capital appropriation - 10.2 0.1 0.1 0.1
Funded internally by 
departmental resources 26.6 2.0 9.3 10.5 8.7

Total 26.6 12.2 9.5 10.6 8.8
Centrelink

Funded by capital appropriation 95.0 75.3 20.4 7.8 7.6
Funded internally by 
departmental resources 44.7 57.0 105.6 98.8 109.4

Total 139.7 132.2 125.9 106.5 117.0

Funded by capital 
appropriation 95.0 85.4 20.5 7.9 7.7
Funded internally by 
departmental resources 71.3 59.0 114.9 109.3 118.1

Total 166.3 144.4 135.4 117.2 125.8

Funded by capital appropriation 55.2 32.6 52.4 26.3 80.7
Funded internally by 
departmental resources - - 14.7 15.0 26.0

Total 55.2 32.6 67.1 41.3 106.6
Australian Electoral Commission

Funded by capital appropriation - 4.0 - - -
Funded internally by 
departmental resources 4.4 0.6 5.0 4.3 4.7

Total 4.4 4.6 5.0 4.3 4.7

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 0.2 - - - -

Total 0.2 - - - -

Funded by capital 
appropriation 55.2 36.6 52.4 26.3 80.7
Funded internally by 
departmental resources 4.6 0.6 19.7 19.3 30.7

Total 59.8 37.2 72.1 45.6 111.3

Department of Finance and 
Administration

Finance and Administration - 
Portfolio

Office of Asset Sales and IT 
Outsourcing

Department of Family and 
Community Services

Family and Community Services - 
Portfolio
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Table A: Capital Expenditure by Portfolio 1999-2000 to 2002-03 ($m) -
continued

1998-99 1999-00 2000-01 2001-02 2002-03

Funded by capital appropriation - 5.1 0.0 0.0 0.5
Funded internally by 
departmental resources 28.2 23.0 27.0 29.0 21.3

Total 28.2 28.1 27.0 29.0 21.8
AusAID

Funded by capital appropriation - 0.2 - - -
Funded internally by 
departmental resources 3.6 4.6 4.4 4.4 4.4

Total 3.6 4.8 4.4 4.4 4.4
Australian Trade Commission

Funded by capital appropriation - 0.2 - - 0.1
Funded internally by 
departmental resources 10.5 10.5 10.0 10.0 10.0

Total 10.5 10.7 10.0 10.0 10.1

Funded by capital 
appropriation - 5.5 0.0 0.0 0.6
Funded internally by 
departmental resources 42.3 38.1 41.4 43.4 35.7

Total 42.3 43.6 41.4 43.4 36.2

Department of Health and Aged Care
Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 26.2 17.6 9.4 9.0 9.0

Total 26.2 17.6 9.4 9.0 9.0
Health Insurance Commission

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 10.5 10.5 10.5 10.5 10.5

Total 10.5 10.5 10.5 10.5 10.5
Health and Aged Care - Portfolio

Funded by capital 
appropriation - - - - -
Funded internally by 
departmental resources 36.7 28.1 19.9 19.5 19.5

Total 36.7 28.1 19.9 19.5 19.5

Department of Foreign Affairs and 
Trade

Foreign Affairs and Trade - 
Portfolio
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Table A: Capital Expenditure by Portfolio 1999-2000 to 2002-03 ($m) -
continued

1998-99 1999-00 2000-01 2001-02 2002-03

Funded by capital appropriation - 0.3 - - -
Funded internally by 
departmental resources 3.3 2.3 2.1 2.1 2.1

Total 3.3 2.6 2.1 2.1 2.1

Funded by capital 
appropriation - 0.3 - - -
Funded internally by 
departmental resources 3.3 2.3 2.1 2.1 2.1

Total 3.3 2.6 2.1 2.1 2.1

Funded by capital appropriation 46.7 44.5 32.1 27.8 31.6
Funded internally by 
departmental resources 12.4 8.9 9.1 9.3 14.5

Total 59.1 53.4 41.2 37.1 46.1

Funded by capital appropriation 4.0 10.0 33.8 66.9 84.6
Funded internally by 
departmental resources 17.1 18.3 23.3 21.8 19.5

Total 21.1 28.4 57.1 88.7 104.1
Australian Sports Commission

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 4.0 6.4 5.0 5.0 5.0

Total 4.0 6.4 5.0 5.0 5.0
Australian Tourist Commission

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 0.8 1.0 1.0 1.0 0.9

Total 0.8 1.0 1.0 1.0 0.9

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 76.6 90.8 141.7 84.2 82.0

Total 76.6 90.8 141.7 84.2 82.0

Commonwealth Scientific and 
Industrial Research Organisation

Australian Nuclear Science and 
Technology Organisation

Department of Immigration and 
Multicultural Affairs

Immigration and Multicultural 
Affairs - Portfolio

Department of Industry, Science and 
Resources
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Table A: Capital Expenditure by Portfolio 1999-2000 to 2002-03 ($m) -
continued

1998-99 1999-00 2000-01 2001-02 2002-03

Funded by capital 
appropriation 50.7 54.6 65.9 94.7 116.2
Funded internally by 
departmental resources 110.9 125.4 180.1 121.2 121.9

Total 161.6 180.0 246.0 215.9 238.1

Funded by capital appropriation - 3.0 - - -
Funded internally by 
departmental resources 2.8 0.0 2.6 2.6 2.6

Total 2.8 3.0 2.6 2.6 2.6

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 7.4 6.2 6.4 6.5 6.6

Total 7.4 6.2 6.4 6.5 6.6

Funded by capital 
appropriation - 3.0 - - -
Funded internally by 
departmental resources 10.2 6.2 9.0 9.0 9.2

Total 10.2 9.1 9.0 9.0 9.2

Funded by capital appropriation - 12.0 4.2 2.1 2.1
Funded internally by 
departmental resources 25.9 5.4 5.9 1.4 1.4

Total 25.9 17.4 10.0 3.5 3.5
Australian Maritime Safety Authority

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 10.2 14.2 8.9 8.6 19.1

Total 10.2 14.2 8.9 8.6 19.1

Department of Transport and 
Regional Services

Industry, Science and Resources - 
Portfolio

Department of the Prime Minister 
and Cabinet

Prime Minister and Cabinet - 
Portfolio

Aboriginal and Torres Strait Islander 
Commission
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Table A: Capital Expenditure by Portfolio 1999-2000 to 2002-03 ($m) -
continued

1998-99 1999-00 2000-01 2001-02 2002-03
Civil Aviation Safety Authority

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 5.3 5.8 2.8 3.2 4.1

Total 5.3 5.8 2.8 3.2 4.1
National Capital Authority

Funded by capital appropriation - 3.6 3.6 3.5 0.6
Funded internally by 
departmental resources 4.1 0.3 0.2 0.2 0.2

Total 4.1 3.9 3.8 3.8 0.8

Funded by capital 
appropriation - 15.6 7.7 5.7 2.7
Funded internally by 
departmental resources 45.4 25.8 17.8 13.5 24.8

Total 45.4 41.4 25.5 19.2 27.5

Department of the Treasury
Funded by capital appropriation - 1.5 - - -
Funded internally by 
departmental resources 4.2 12.0 5.7 0.1 1.0

Total 4.2 13.5 5.7 0.1 1.0
Australian Bureau of Statistics

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 29.0 23.2 31.9 48.9 19.8

Total 29.0 23.2 31.9 48.9 19.8

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 7.9 6.5 8.2 4.4 5.4

Total 7.9 6.5 8.2 4.4 5.4
Australian Taxation Office

Funded by capital appropriation - 99.7 53.4 28.8 24.5
Funded internally by 
departmental resources 96.4 123.5 41.4 57.9 33.6

Total 96.4 223.3 94.8 86.6 58.1
Treasury - Portfolio

Funded by capital 
appropriation - 101.3 53.4 28.8 24.5
Funded internally by 
departmental resources 137.6 165.2 87.2 111.3 59.8

Total 137.6 266.5 140.5 140.0 84.3

Australian Securities and Investment 
Commission

Transport and Regional Services - 
Portfolio
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Table A: Capital Expenditure by Portfolio 1999-2000 to 2002-03 ($m) -
continued

1998-99 1999-00 2000-01 2001-02 2002-03
Department of Veterans' Affairs

Funded by capital appropriation - 1.0 1.2 1.2 1.0
Funded internally by 
departmental resources - 19.2 7.7 6.4 7.4

Total - 20.2 8.9 7.6 8.4
Australian War Memorial

Funded by capital appropriation - - - - -
Funded internally by 
departmental resources 16.3 12.4 4.7 1.8 1.8

Total 16.3 12.4 4.7 1.8 1.8
Veterans' Affairs - Portfolio

Funded by capital 
appropriation - 1.0 1.2 1.2 1.0
Funded internally by 
departmental resources 16.3 31.6 12.4 8.2 9.2

Total 16.3 32.6 13.6 9.4 10.2
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Table B: Capital Appropriations by Portfolio 1999-2000 to 2002-03 ($m)

1999-00 2000-01 2001-02 2002-03
Department of Agriculture, Fisheries and Forestry 

Equity injections 2.6 2.6 1.4 0.5
Loans - - - -
Appropriation of previous years carryover 3.4 - - -
Administered Capital 22.6 - - -

Total 28.6 2.6 1.4 0.5

Equity injections 2.6 2.6 1.4 0.5
Loans - - - -
Appropriation of previous years carryover 3.4 - - -
Administered Capital 22.6 - - -

Total 28.6 2.6 1.4 0.5

Attorney-General's Department
Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 8.3 - - -
Administered Capital 56.7 - - -

Total 65.0 - - -
Administrative Appeals Tribunal

Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 2.7 - - -
Administered Capital - - - -

Total 2.7 - - -
Australian Customs Service

Equity injections 26.6 2.3 - -
Loans - - - -
Appropriation of previous years carryover 13.9 - - -
Administered Capital - - - -

Total 40.5 2.3 - -
Australian Federal Police

Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 10.7 - - -
Administered Capital - - - -

Total 10.7 - - -

Agriculture, Fisheries and Forestry - Portfolio
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Table B: Capital Appropriations by Portfolio 1999-2000 to 2002-03 ($ m) –
continued

1999-00 2000-01 2001-02 2002-03

Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 4.0 - - -
Administered Capital - - - -

Total 4.0 - - -
Family Court of Australia

Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 7.4 - - -
Administered Capital - - - -

Total 7.4 - - -
Federal Court of Australia

Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 4.0 - - -
Administered Capital - - - -

Total 4.0 - - -

Equity injections 0.1 0.1 - -
Loans - - - -
Appropriation of previous years carryover 1.0 - - -
Administered Capital - - - -

Total 1.0 0.1 - -
National Crime Authority

Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 3.4 - - -
Administered Capital - - - -

Total 3.4 - - -
National Native Title Tribunal

Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 2.4 - - -
Administered Capital - - - -

Total 2.4 - - -
Office of Parliamentary Counsel

Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 0.7 - - -
Administered Capital - - - -

Total 0.7 - - -

Human Rights and Equal Opportunity Commission

Australian Security Intelligence Organisation
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Table B: Capital Appropriations by Portfolio 1999-2000 to 2002-03 ($m) –
continued

1999-00 2000-01 2001-02 2002-03
Office of the Director of Public Prosecutions

Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 2.5 - - -
Administered Capital - - - -

Total 2.5 - - -
Attorney-General's - Portfolio

Equity injections 26.7 2.5 - -
Loans - - - -
Appropriation of previous years carryover 61.0 - - -
Administered Capital 56.7 - - -

Total 144.4 2.5 - -

Equity injections 1.9 1.7 1.1 -
Loans - - - -
Appropriation of previous years carryover 31.3 - - -
Administered Capital 2.6 - - -

Total 35.8 1.7 1.1 -
Australian Broadcasting Corporation

Equity injections 33.2 27.4 19.8 52.4
Loans - - - -
Appropriation of previous years carryover - - - -
Administered Capital - - - -

Total 33.2 27.4 19.8 52.4
Australian National Maritime Museum 

Equity injections 1.0 - - -
Loans - - - -
Appropriation of previous years carryover - - - -
Administered Capital - - - -

Total 1.0 - - -
National Gallery of Australia

Equity injections 4.0 4.0 4.0 4.0
Loans - - - -
Appropriation of previous years carryover - - - -
Administered Capital - - - -

Total 4.0 4.0 4.0 4.0
National Library of Australia

Equity injections 1.0 1.0 1.0 1.0
Loans - - - -
Appropriation of previous years carryover - - - -
Administered Capital - - - -

Total 1.0 1.0 1.0 1.0

Department of Communications, Information 
Technology and the Arts
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Table B: Capital Appropriations by Portfolio 1999-2000 to 2002-03 ($m) –
continued

1999-00 2000-01 2001-02 2002-03
National Museum of Australia 

Equity injections - 134.2 - -
Loans - - - -
Appropriation of previous years carryover - - - -
Administered Capital - - - -

Total - 134.2 - -
Special Broadcasting Service Corporation

Equity injections 7.9 3.9 4.1 4.0
Loans - - - -
Appropriation of previous years carryover - - - -
Administered Capital - - - -

Total 7.9 3.9 4.1 4.0

Equity injections 49.1 172.2 30.0 61.4
Loans - - - -
Appropriation of previous years carryover 31.3 - - -
Administered Capital 2.6 - - -

Total 83.0 172.2 30.0 61.4

Department of Defence
Equity injections 1278.2 1061.7 914.7 919.9
Loans - - - -
Appropriation of previous years carryover - - - -
Administered Capital - - - -

Total 1278.2 1061.7 914.7 919.9
Defence - Portfolio

Equity injections 1278.2 1061.7 914.7 919.9
Loans - - - -
Appropriation of previous years carryover - - - -
Administered Capital - - - -

Total 1278.2 1061.7 914.7 919.9

Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 5.0 - - -
Administered Capital 1.2 - - -

Total 6.2 - - -

Communications, Information Technology 
and the Arts - Portfolio

Department of Education, Training and Youth 
Affairs
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Table B: Capital Appropriations by Portfolio 1999-2000 to 2002-03 ($m) –
continued

1999-00 2000-01 2001-02 2002-03

Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 5.0 - - -
Administered Capital 1.2 - - -

Total 6.2 - - -

Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 66.0 - - -
Administered Capital 117.9 76.5 75.8 75.8

Total 183.9 76.5 75.8 75.8
Australian Industrial Registry

Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 0.8 - - -
Administered Capital - - - -

Total 0.8 - - -

Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 66.8 - - -
Administered Capital 117.9 76.5 75.8 75.8

Total 184.7 76.5 75.8 75.8

Department of the Environment and Heritage
Equity injections - - - -
Loans 0.8 0.0 - -
Appropriation of previous years carryover 11.8 - - -
Administered Capital - - - -

Total 12.5 0.0 - -
National Parks and Wildlife Service

Equity injections 3.5 - - -
Loans - - - -
Appropriation of previous years carryover - - - -
Administered Capital - - - -

Total 3.5 - - -

Department of Employment, Workplace Relations 
and Small Business

Employment, Workplace Relations and Small 
Business - Portfolio

Education, Training and Youth Affairs - 
Portfolio
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Table B: Capital Appropriations by Portfolio 1999-2000 to 2002-03 ($m) –
continued

1999-00 2000-01 2001-02 2002-03
Environment and Heritage - Portfolio

Equity injections 3.5 - - -
Loans 0.8 0.0 - -
Appropriation of previous years carryover 11.8 - - -
Administered Capital - - - -

Total 16.0 0.0 - -

Department of Family and Community Services
Equity injections 0.2 0.1 0.1 0.1
Loans - - - -
Appropriation of previous years carryover 10.0 - - -
Administered Capital - - - -

Total 10.2 0.1 0.1 0.1
Centrelink

Equity injections 11.2 15.1 7.8 7.6
Loans 64.1 5.3 - -
Appropriation of previous years carryover - - - -
Administered Capital - - - -

Total 75.3 20.4 7.8 7.6
Family and Community Services - Portfolio

Equity injections 11.3 15.2 7.9 7.7
Loans 64.1 5.3 - -
Appropriation of previous years carryover 10.0 - - -
Administered Capital - - - -

Total 85.4 20.5 7.9 7.7

Department of Finance and Administration
Equity injections 63.7 52.4 26.3 80.7
Loans - - - -
Appropriation of previous years carryover - - - -
Administered Capital 2.6 2.0 2.0 2.0

Total 66.3 54.4 28.3 82.7
Australian Electoral Commission

Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 4.0 - - -
Administered Capital - - - -

Total 4.0 - - -
Office of Asset Sales and IT Outsourcing

Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 10.7 - - -
Administered Capital - - - -

Total 10.7 - - -
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Table B: Capital Appropriations by Portfolio 1999-2000 to 2002-03 ($m) –
continued

1999-00 2000-01 2001-02 2002-03
Finance and Administration - Portfolio

Equity injections 63.7 52.4 26.3 80.7
Loans - - - -
Appropriation of previous years carryover 14.7 - - -
Administered Capital 2.6 2.0 2.0 2.0

Total 81.0 54.4 28.3 82.7

Department of Foreign Affairs and Trade
Equity injections 5.1 0.0 0.0 0.5
Loans - - - -
Appropriation of previous years carryover 8.1 - - -
Administered Capital 8.6 - - -

Total 21.7 0.0 0.0 0.5
AusAID

Equity injections 0.2 - - -
Loans - - - -
Appropriation of previous years carryover 1.6 - - -
Administered Capital 206.1 211.5 213.2 207.8

Total 208.0 211.5 213.2 207.8
Australian Trade Commission

Equity injections 0.2 - - 0.1
Loans - - - -
Appropriation of previous years carryover - - - -
Administered Capital - - - -

Total 0.2 - - 0.1
Foreign Affairs and Trade - Portfolio

Equity injections 5.5 0.0 0.0 0.6
Loans - - - -
Appropriation of previous years carryover 9.7 - - -
Administered Capital 214.7 211.5 213.2 207.8

Total 229.9 211.6 213.2 208.4

Professional Services Review
Equity injections 0.7 - - -
Loans - - - -
Appropriation of previous years carryover - - - -
Administered Capital - - - -

Total 0.7 - - -
Health and Aged Care - Portfolio

Equity injections 0.7 - - -
Loans - - - -
Appropriation of previous years carryover - - - -
Administered Capital - - - -

Total 0.7 - - -
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Table B: Capital Appropriations by Portfolio 1999-2000 to 2002-03 ($m) –
continued

1999-00 2000-01 2001-02 2002-03

Equity injections 0.3 - - -
Loans - - - -
Appropriation of previous years carryover - - - -
Administered Capital - - - -

Total 0.3 - - -
Refugee Review Tribunal

Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 1.8 - - -
Administered Capital - - - -

Total 1.8 - - -
Migration Review Tribunal

Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 0.3 - - -
Administered Capital - - - -

Total 0.3 - - -

Equity injections 0.3 - - -
Loans - - - -
Appropriation of previous years carryover 2.1 - - -
Administered Capital - - - -

Total 2.4 - - -

Department of Industry, Science and Resources
Equity injections 44.5 32.1 27.8 31.6
Loans - - - -
Appropriation of previous years carryover 2.6 - - -
Administered Capital - - - -

Total 47.1 32.1 27.8 31.6

Equity injections 10.0 33.8 66.9 84.6
Loans - - - -
Appropriation of previous years carryover - - - -
Administered Capital - - - -

Total 10.0 33.8 66.9 84.6

Australian Nuclear Science and Technology 
Organisation

Department of Immigration and Multicultural 
Affairs

Immigration and Multicultural Affairs - 
Portfolio
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Table B: Capital Appropriations by Portfolio 1999-2000 to 2002-03 ($m) –
continued

1999-00 2000-01 2001-02 2002-03

Equity injections 54.6 65.9 94.7 116.2
Loans - - - -
Appropriation of previous years carryover 2.6 - - -
Administered Capital - - - -

Total 57.1 65.9 94.7 116.2

Department of the Prime Minister and Cabinet
Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 5.3 - - -
Administered Capital 2.0 - - -

Total 7.3 - - -
Aboriginal Hostels Limited

Equity injections 2.2 2.3 2.3 2.3
Loans - - - -
Appropriation of previous years carryover - - - -
Administered Capital - - - -

Total 2.2 2.3 2.3 2.3
Australian National Audit Office

Equity injections 0.7 0.8 0.9 1.0
Loans - - - -
Appropriation of previous years carryover 5.3 - - -
Administered Capital - - - -

Total 6.0 0.8 0.9 1.0

Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 0.7 - - -
Administered Capital 0.3 - - -

Total 0.9 - - -
Public Service and Merit Protection Commission

Equity injections - - - -
Loans - - - -
Appropriation of previous years carryover 0.5 - - -
Administered Capital - - - -

Total 0.5 - - -
Prime Minister and Cabinet - Portfolio

Equity injections 2.9 3.1 3.2 3.4
Loans - - - -
Appropriation of previous years carryover 11.8 - - -
Administered Capital 2.3 - - -

Total 17.0 3.1 3.2 3.4

Office of the Official Secretary to the Governor-
General

Industry, Science and Resources - Portfolio
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Table B: Capital Appropriations by Portfolio 1999-2000 to 2002-03 ($m) –
continued

1999-00 2000-01 2001-02 2002-03
Department of Transport and Regional Services

Equity injections 6.0 4.2 2.1 2.1
Loans - - - -
Appropriation of previous years carryover 6.0 - - -
Administered Capital 2.1 - - -

Total 14.1 4.2 2.1 2.1
Civil Aviation Safety Authority

Equity injections - - - -
Loans 8.0 - - -
Appropriation of previous years carryover - - - -
Administered Capital - - - -

Total 8.0 - - -
National Capital Authority

Equity injections 1.0 1.0 0.5 -
Loans - - - -
Appropriation of previous years carryover - - - -
Administered Capital 2.6 2.6 3.0 0.6

Total 3.6 3.6 3.5 0.6
Transport and Regional Services - Portfolio

Equity injections 7.0 5.2 2.6 2.1
Loans 8.0 - - -
Appropriation of previous years carryover 6.0 - - -
Administered Capital 4.7 2.6 3.0 0.6

Total 25.7 7.7 5.7 2.7

Department of the Treasury
Equity injections - - - -
Loans 1.5 - - -
Appropriation of previous years carryover 3.2 - - -
Administered Capital 93.3 1200.5 104.0 -

Total 98.0 1200.5 104.0 -
Australian Taxation Office

Equity injections 99.7 53.4 28.8 24.5
Loans - - - -
Appropriation of previous years carryover - - - -
Administered Capital - - - -

Total 99.7 53.4 28.8 24.5
Treasury - Portfolio

Equity injections 99.7 53.4 28.8 24.5
Loans 1.5 - - -
Appropriation of previous years carryover 3.2 - - -
Administered Capital 93.3 1200.5 104.0 -

Total 197.8 1253.9 132.8 24.5
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Table B: Capital Appropriations by Portfolio 1999-2000 to 2002-03 ($m) –
continued

1999-00 2000-01 2001-02 2002-03
Department of Veterans' Affairs

Equity injections 1.0 1.2 1.2 1.0
Loans - - - -
Appropriation of previous years carryover 8.0 - - -
Administered Capital - - - -

Total 9.0 1.2 1.2 1.0
Veterans' Affairs - Portfolio

Equity injections 1.0 1.2 1.2 1.0
Loans - - - -
Appropriation of previous years carryover 8.0 - - -
Administered Capital - - - -

Total 9.0 1.2 1.2 1.0
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&RPPRQZHDOWK JHQHUDO JRYHUQPHQW QHW GHEW LV H[SHFWHG WR EH UHGXFHG E\ $���� ELOOLRQ LQ

���������� 7KLV UHSUHVHQWV WKH ODUJHVW HYHU VLQJOH�\HDU UHGXFWLRQ LQ &RPPRQZHDOWK

JHQHUDO JRYHUQPHQW QHW GHEW� )XUWKHU VXEVWDQWLDO UHGXFWLRQV LQ &RPPRQZHDOWK JHQHUDO

JRYHUQPHQW QHW GHEW DUH SURMHFWHG WKURXJK WKH IRUZDUG HVWLPDWHV SHULRG� 7UHQGV LQ

&RPPRQZHDOWK JHQHUDO JRYHUQPHQW QHW GHEW DUH DOVR GLVFXVVHG LQ 6WDWHPHQW ��

7KH FDSDFLW\ WR UHGXFH QHW GHEW SULPDULO\ DULVHV IURP UXQQLQJ D EXGJHW VXUSOXV� 7KLV

PHDQV QR ERUURZLQJ LV UHTXLUHG WR IXQG WKH EXGJHW WKXV FUHDWLQJ D QHJDWLYH EXGJHW

IXQGLQJ UHTXLUHPHQW� ,Q DGGLWLRQ DVVHW VDOHV RU QHW DGYDQFHV DUH QRW UHTXLUHG WR IXQG WKH

EXGJHW DQG FDQ EH DSSOLHG WR UHWLUH GHEW� 7KH QHJDWLYH QHW IXQGLQJ UHTXLUHPHQW ³ DQ

HVWLPDWHG $���� ELOOLRQ LQ ��������� ³ LV WKH IXQGV WKH &RPPRQZHDOWK KDV RYHU DQG

DERYH ZKDW LV UHTXLUHG WR PHHW LWV EXGJHW REOLJDWLRQV� :KHUH WKH JRYHUQPHQW LV DEOH WR

IXOO\ IXQG DOO LWV UHTXLUHPHQWV ZLWKRXW UHFRXUVH WR ERUURZLQJ� WKH QHW IXQGLQJ UHTXLUHPHQW

LV VKRZQ DV ¶QHJDWLYH·� 6XUSOXV IXQGV DUH WKHUHIRUH DYDLODEOH WR UHGXFH GHEW�

&KDUW � GHSLFWV WKH QHW IXQGLQJ UHTXLUHPHQW LQ UHFHQW \HDUV DQG WKDW SURMHFWHG IRU HDFK

\HDU RXW WR �������� 7KH QHW IXQGLQJ UHTXLUHPHQW LV SURMHFWHG WR UHPDLQ QHJDWLYH IRU HDFK

RI WKH RXW�\HDUV� 7KLV PHDQV WKH &RPPRQZHDOWK LV QRW H[SHFWHG WR PDNH DQ\ QHW FDOO RQ

WKH FDSLWDO PDUNHWV WKURXJK WKLV SHULRG� 7KH ODVW \HDU WKH &RPPRQZHDOWK KDG D SRVLWLYH

IXQGLQJ UHTXLUHPHQW� DQG KHQFH QHHGHG WR ERUURZ IXQGV IURP WKH FDSLWDO PDUNHWV� ZDV

��������

&KDUW �� 1HW )XQGLQJ 5HTXLUHPHQW
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$V QRWHG LQ WKH ������� %XGJHW 3DSHUV� LW LV QRW HQYLVDJHG WKDW &RPPRQZHDOWK

*RYHUQPHQW 6HFXULWLHV �&*6� RQ LVVXH ZLOO EH UHGXFHG E\ WKH IXOO H[WHQW RI WKH UHGXFWLRQ

LQ QHW GHEW H[SHFWHG RYHU FRPLQJ \HDUV� 7KH UHGXFWLRQ LQ &*6 RQ LVVXH ZLOO EH PDQDJHG

LQ OLQH ZLWK WKH REMHFWLYH RI PDLQWDLQLQJ WKH OLTXLGLW\ DQG HIILFLHQF\ RI WKH &RPPRQZHDOWK

\LHOG FXUYH� 7KLV ZLOO DVVLVW WKH FRQWLQXHG JURZWK DQG GHYHORSPHQW RI D UDQJH RI GRPHVWLF

GHULYDWLYH DQG UHODWHG PDUNHWV DQG LV FRQVLVWHQW ZLWK WKH *RYHUQPHQW·V FRPPLWPHQW WR

WKH IXUWKHU GHYHORSPHQW RI $XVWUDOLD DV D FHQWUH IRU JOREDO ILQDQFLDO VHUYLFHV� $ UDQJH RI

ILQDQFLDO PDQDJHPHQW WHFKQLTXHV ZLOO EH XWLOLVHG WR PDLQWDLQ WKH GHVLUHG YROXPH RI &*6

RQ LVVXH� ZKLOH DW WKH VDPH WLPH UHGXFLQJ QHW GHEW�

'(%7 ,668( $1' 5(385&+$6(

&RQVLVWHQW ZLWK WKH REMHFWLYHV GLVFXVVHG DERYH� D PRGHVW JURVV QHZ LVVXH SURJUDPPH RI

DURXQG $� ELOOLRQ LV SODQQHG LQ WKH \HDU DKHDG� SULPDULO\ GHVLJQHG WR PDLQWDLQ WKH OHQJWK RI

WKH \LHOG FXUYH DQG EXLOG DQG PDLQWDLQ OLTXLGLW\ LQ NH\ EHQFKPDUN VWRFNV�

7UHDVXU\ %RQG LVVXDQFH LV H[SHFWHG WR EH DURXQG $� ELOOLRQ LQ ���������� $V KDV EHHQ WKH

FDVH LQ UHFHQW \HDUV� LVVXDQFH ZLOO EH ZHLJKWHG WRZDUGV WKH ORQJ HQG RI WKH FXUYH� $ QHZ

EHQFKPDUN VWRFN LV H[SHFWHG WR EH LVVXHG LQ WKH QHZ ILQDQFLDO \HDU LQ RUGHU WR PDLQWDLQ

WKH OHQJWK RI WKH \LHOG FXUYH DQG WR HQVXUH� LQ WKH ORQJHU WHUP� D VPRRWK SURJUHVVLRQ RI

VWRFNV DYDLODEOH WR PRYH LQWR WKH WHQ \HDU ERQG IXWXUHV FRQWUDFW� $W WKLV VWDJH� WKH

H[SHFWDWLRQ LV WKDW WKH QHZ EHQFKPDUN ZLOO KDYH D ���� PDWXULW\�

$ 7UHDVXU\ ,QGH[HG %RQG LVVXH SURJUDPPH LQ OLQH ZLWK WKH QRUPV RI UHFHQW \HDUV LV

SUHVHQWO\ HQYLVDJHG IRU ���������� +RZHYHU� RYHU WKH FRXUVH RI ��������� WKHUH LV

H[SHFWHG WR EH D UXQ�GRZQ LQ WKH VWRFN RI 7UHDVXU\ 1RWHV RQ LVVXH RI DERXW $� ELOOLRQ�

7UHDVXU\ 1RWHV DUH WKH &RPPRQZHDOWK·V SULPDU\ GHEW LQVWUXPHQW IRU PDQDJLQJ

ZLWKLQ�\HDU PLVPDWFKHV LQ H[SHQGLWXUH DQG UHFHLSWV�

$ IXUWKHU SURJUDPPH RI HDUO\ GHEW UHSXUFKDVHV LV H[SHFWHG LQ ���������� 'HWDLOV RI WKH

SURJUDPPH DUH \HW WR EH ILQDOLVHG�
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&RQWHQWV

3DUW ,� ,QWURGXFWLRQ ������������������������������������������������������������������������������������ ���

3DUW ,,� &RPPRQZHDOWK 1RQ�ILQDQFLDO 3XEOLF 6HFWRU

)LQDQFLDO 6WDWHPHQWV����������������������������������������������������������������������������������� ���

&RPPRQZHDOWK 1RQ�ILQDQFLDO 3XEOLF 6HFWRU )LVFDO %DODQFH����������������������������������������������������

&RPPRQZHDOWK 1RQ�ILQDQFLDO 3XEOLF 6HFWRU /LDELOLWLHV ������������������������������������������������������������

3DUW ,,,� 7UHQGV LQ 1RQ�ILQDQFLDO 3XEOLF 6HFWRU &DVK %DODQFHV���������������� ����

1RQ�ILQDQFLDO 3XEOLF 6HFWRU������������������������������������������������������������������������������������������������������ ����

*HQHUDO *RYHUQPHQW 6HFWRU ���������������������������������������������������������������������������������������������������� ����

3XEOLF 7UDGLQJ (QWHUSULVHV ������������������������������������������������������������������������������������������������������� ����

3DUW ,9� 1RQ�ILQDQFLDO 3XEOLF 6HFWRU /LDELOLWLHV ���������������������������������������� ����

7UHQGV LQ 1RQ�ILQDQFLDO 3XEOLF 6HFWRU 1HW 'HEW ����������������������������������������������������������������� ����

1HW ,QWHUHVW DQG 'LYLGHQG )ORZV �������������������������������������������������������������������������������������������� ����

$SSHQGL[ $� 6L]H DQG 6WUXFWXUH RI WKH 1RQ�)LQDQFLDO 3XEOLF 6HFWRU �������� ����

$SSHQGL[ %� 7RWDO 1RQ�ILQDQFLDO 3XEOLF 6HFWRU ²

6XSSOHPHQWDU\ &DVK 7DEOHV ���������������������������������������������������������������������� ����

$SSHQGL[ &� 6WDWLVWLFDO 1RWHV ������������������������������������������������������������������� ����

0HDVXUHV RI WKH &DVK 8QGHUO\LQJ 'HILFLW������������������������������������������������������������������������������� ����

&DVK 2ZQ 3XUSRVH 2XWOD\V������������������������������������������������������������������������������������������������������ ����

*RYHUQPHQW )LQDQFH 6WDWLVWLFV ������������������������������������������������������������������������������������������������ ����

$SSHQGL[ '� $OWHUQDWLYH &RPPRQZHDOWK %XGJHW 3UHVHQWDWLRQV ������������� ����

3DUW ,� &RPPRQZHDOWK $FFUXDO *RYHUQPHQW )LQDQFH 6WDWLVWLFV��������������������������������������� ����

3DUW ,,� &RPPRQZHDOWK &DVK *RYHUQPHQW )LQDQFH 6WDWLVWLFV 7DEOHV ����������������������������� ����

3DUW ,,,� &RPPRQZHDOWK %XGJHW 6HFWRU�������������������������������������������������������������������������������� ����

$SSHQGL[ (� +LVWRULFDO &RPPRQZHDOWK *HQHUDO *RYHUQPHQW

&DVK 'HILFLW 'DWD��������������������������������������������������������������������������������������� ����
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3DUW�,���,QWURGXFWLRQ

6WDWHPHQW � H[DPLQHV WUHQGV LQ WKH ILQDQFHV RI WKH &RPPRQZHDOWK DQG 6WDWH�ORFDO OHYHOV

RI JRYHUQPHQW� SURYLGLQJ D EURDGHU FRQWH[W LQ ZKLFK WR FRQVLGHU GHYHORSPHQWV LQ WKH

&RPPRQZHDOWK·V EXGJHW� 3DUW ,, RI WKLV 6WDWHPHQW ORRNV VSHFLILFDOO\ DW WKH

&RPPRQZHDOWK *RYHUQPHQW ZLWKLQ DQ DFFUXDOV IUDPHZRUN� FRQVLGHULQJ QRQ�ILQDQFLDO

SXEOLF VHFWRU ILVFDO EDODQFH DQG OLDELOLWLHV� 7KH UHPDLQGHU RI WKH 6WDWHPHQW FRQVLGHUV DOO

OHYHOV RI JRYHUQPHQW� 3DUW ,,, H[DPLQHV WUHQGV LQ XQGHUO\LQJ GHILFLWV� RXWOD\V DQG UHYHQXH�

ZKLOH 3DUW ,9 GLVFXVVHV PRYHPHQWV LQ QHW GHEW�

7KLV EXGJHW KDV VHHQ WKH &RPPRQZHDOWK PRYH WR DFFUXDO EDVHG UHSRUWLQJ� &RQVHTXHQWO\�

WKH FXUUHQW DQG RXW�\HDU &RPPRQZHDOWK FDVK GDWD LQ WKLV VWDWHPHQW LV QRZ GHULYHG IURP

DFFUXDOV ILJXUHV� UDWKHU WKDQ FROODWHG GLUHFWO\� 7KXV WKHUH LV HIIHFWLYHO\ D EUHDN LQ WKH VHULHV

EHWZHHQ RXWFRPH GDWD XS WR DQG LQFOXGLQJ �������� DQG HVWLPDWHV DQG SURMHFWLRQV IURP

������� RQZDUGV�

7KH 6WDWHPHQW XVHV $XVWUDOLDQ %XUHDX RI 6WDWLVWLFV �$%6� *RYHUQPHQW )LQDQFH

6WDWLVWLFV �*)6� FODVVLILFDWLRQV RI WKH QRQ�ILQDQFLDO SXEOLF VHFWRU� ZKLFK SURYLGH D

FRQVLVWHQW EDVLV IRU FRPSDULVRQ� 'DWD DUH SUHVHQWHG ERWK E\ OHYHO RI JRYHUQPHQW DQG

LQVWLWXWLRQDO VHFWRU� 7KH IRUPHU UHIHUV WR WKH GLVWLQFWLRQ EHWZHHQ WKH &RPPRQZHDOWK DQG

WKH 6WDWH�ORFDO OHYHOV ZKLOH WKH ODWWHU GLVWLQJXLVKHV EHWZHHQ WKH JHQHUDO JRYHUQPHQW VHFWRU

DQG WKH SXEOLF WUDGLQJ HQWHUSULVH �37(� VHFWRU ZLWKLQ HDFK PDLQ OHYHO RI JRYHUQPHQW�

x 7KH JHQHUDO JRYHUQPHQW VHFWRU� WKURXJK JRYHUQPHQW GHSDUWPHQWV DQG DJHQFLHV�

SURYLGHV SXEOLF VHUYLFHV ZKLFK DUH PDLQO\ QRQ�PDUNHW LQ QDWXUH� DUH PDLQO\ IRU WKH

FROOHFWLYH FRQVXPSWLRQ RI WKH FRPPXQLW\� RU LQYROYH WKH WUDQVIHU RU UHGLVWULEXWLRQ RI

LQFRPH� 7KHVH VHUYLFHV DUH ILQDQFHG PDLQO\ WKURXJK WD[HV DQG RWKHU FRPSXOVRU\ OHYLHV�

DOWKRXJK XVHU FKDUJLQJ DQG H[WHUQDO IXQGLQJ KDYH LQFUHDVHG LQ UHFHQW \HDUV�

x 7KH 37( VHFWRU FRPSULVHV ERGLHV ZKLFK SURYLGH JRRGV DQG VHUYLFHV WKDW DUH PDLQO\

PDUNHW� QRQ�UHJXODWRU\ DQG QRQ�ILQDQFLDO LQ QDWXUH� ILQDQFHG PDLQO\ WKURXJK VDOHV WR

WKH FRQVXPHUV RI WKHVH JRRGV DQG VHUYLFHV� ,Q JHQHUDO� 37(V DUH OHJDOO\ GLVWLQJXLVKDEOH

IURP WKH JRYHUQPHQWV ZKLFK RZQ WKHP�

x 7RJHWKHU WKH JHQHUDO JRYHUQPHQW VHFWRU DQG WKH 37( VHFWRU FRPSULVH WKH

QRQ�ILQDQFLDO SXEOLF VHFWRU�

,Q RUGHU WR SURYLGH D PRUH FRPSOHWH FRYHUDJH RI WKH SXEOLF VHFWRU� IURP ������� WKH $%6

KDV H[WHQGHG WKH VFRSH RI *)6 WR LQFOXGH SXEOLF ILQDQFLDO HQWHUSULVHV �3)(V�� 7KH 3)(

VHFWRU KDV EHHQ VKULQNLQJ LQ UHFHQW \HDUV ZLWK WKH SULYDWLVDWLRQ RI JRYHUQPHQW RZQHG

EDQNV DQG LQVXUDQFH RIILFHV� EXW LW VWLOO FRPSULVHV HQWLWLHV VXFK DV 6WDWH KRPH DQG UXUDO

ILQDQFH VFKHPHV� WKH 5HVHUYH %DQN RI $XVWUDOLD DQG 6WDWH FHQWUDO ERUURZLQJ DXWKRULWLHV�



���

3HQGLQJ D UHYLHZ RI WKH 8QLIRUP 3UHVHQWDWLRQ )UDPHZRUN� UHSRUWLQJ UHTXLUHPHQWV� WKLV VHFWRU

LV H[FOXGHG IURP WKH DQDO\VLV LQ 6WDWHPHQW �� ZKLFK FRQWLQXHV WR UHSRUW RQ D QRQ�ILQDQFLDO

SXEOLF VHFWRU EDVLV�

$SSHQGL[ $ RXWOLQHV WKH VL]H DQG VWUXFWXUH RI WKH QRQ�ILQDQFLDO SXEOLF VHFWRU� LQFOXGLQJ

WKH UHVSHFWLYH UROHV RI WKH &RPPRQZHDOWK DQG 6WDWH�ORFDO JRYHUQPHQWV� $SSHQGL[ %

SURYLGHV FDVK GDWD RQ UHYHQXH� RXWOD\V� XQGHUO\LQJ GHILFLWV� QHW LQWHUHVW RXWOD\V DQG QHW

GHEW� $SSHQGL[ & SURYLGHV QRWHV RQ WKH GDWD XVHG DQG GHYHORSPHQWV LQ *)6� DQG RQ

FODVVLILFDWLRQ LVVXHV� $SSHQGL[ ' SUHVHQWV EXGJHW GDWD RQ D EDVLV FRQVLVWHQW ZLWK WKH

8QLIRUP 3UHVHQWDWLRQ )UDPHZRUN �DOWKRXJK LQ DQ DEULGJHG IRUPDW�� DQG DOVR RQ DQ DFFUXDO

*)6 EDVLV� DQG IRU WKH EXGJHW VHFWRU� $SSHQGL[ ( SURYLGHV KLVWRULFDO GDWD DQG IRUZDUG

HVWLPDWHV IRU &RPPRQZHDOWK *HQHUDO *RYHUQPHQW XQGHUO\LQJ RXWOD\V� UHYHQXH�

XQGHUO\LQJ EDODQFHV DQG QHW GHEW�

� 7KH 8QLIRUP 3UHVHQWDWLRQ )UDPHZRUN LV DQ DJUHHPHQW EHWZHHQ WKH &RPPRQZHDOWK� 6WDWHV DQG 7HUULWRULHV

WKDW DOO MXULVGLFWLRQV SXEOLVK D FRPPRQ FRUH RI ILQDQFLDO LQIRUPDWLRQ LQ WKHLU EXGJHW SDSHUV�
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3DUW�,,���&RPPRQZHDOWK�1RQ�ILQDQFLDO�3XEOLF�6HFWRU

)LQDQFLDO�6WDWHPHQWV

7KLV SDUW ORRNV DW FXUUHQW DQG SURMHFWHG DFFUXDO GDWD IRU WKH &RPPRQZHDOWK QRQ�ILQDQFLDO

SXEOLF VHFWRU� 7KH FRQFHSWV FRQWDLQHG LQ WKLV SDUW DUH FRQVLVWHQW ZLWK WKRVH WR EH XVHG E\

WKH $XVWUDOLDQ %XUHDX RI 6WDWLVWLFV LQ WKHLU *RYHUQPHQW )LQDQFH 6WDWLVWLFV SXEOLFDWLRQ

�&DW� 1R� �������� SODQQHG IRU UHOHDVH LQ -XO\ RI WKLV \HDU�

&20021:($/7+ 121�),1$1&,$/ 38%/,& 6(&725 ),6&$/ %$/$1&(

7KH NH\ GLIIHUHQFH EHWZHHQ FDVK DQG DFFUXDO DFFRXQWLQJ LV RQH RI WLPLQJ� FDVK LQGLFDWRUV

UHFRUG WKH WUDQVDFWLRQ ZKHQ FDVK LV H[FKDQJHG� ZKHUHDV DFFUXDO LQGLFDWRUV UHFRUG WKH

RXWFRPH RI WKH WUDQVDFWLRQ ZKHQ HFRQRPLF YDOXH LV H[FKDQJHG� $V D FRQVHTXHQFH DFFUXDO

PHDVXUHV WDNH LQWR DFFRXQW WUDQVDFWLRQV VXFK DV DFFUXLQJ HPSOR\HH HQWLWOHPHQWV�

7KH PDMRU DFFUXDO PHDVXUH XVHG E\ WKH &RPPRQZHDOWK WR DVVHVV KRZ ILVFDO SROLF\ PD\

DIIHFW WKH QDWLRQDO HFRQRP\ LV WKH ILVFDO EDODQFH� 7KH ILVFDO EDODQFH FDQ EH FRQFHSWXDOLVHG

DV UHYHQXH PLQXV H[SHQVHV� DGMXVWHG IRU QHW FDSLWDO IRUPDWLRQ DQG UHYDOXDWLRQV� 7KH

PHDVXUH LV H[SODLQHG LQ PRUH GHWDLO LQ $SSHQGL[ '�

7KH ILVFDO EDODQFH LV HIIHFWLYHO\ D PHDVXUH RI JRYHUQPHQW QHW OHQGLQJ� WKH JDS EHWZHHQ

JRYHUQPHQW VDYLQJV DQG LQYHVWPHQW� ,W PHDVXUHV WKH JRYHUQPHQW·V QHW FDOO RQ RWKHU

VHFWRUV LQ WKH HFRQRP\� DQG VR FRUUHVSRQGV WR JRYHUQPHQW·V FRQWULEXWLRQ WR WKH FXUUHQW

DFFRXQW GHILFLW� 0RUH LQIRUPDWLRQ RQ WKH ILVFDO EDODQFH FDQ EH IRXQG LQ $SSHQGL[ $ WR

6WDWHPHQW �� DQG $SSHQGL[ ' WR WKLV 6WDWHPHQW� DQG LQ WKH 7UHDVXU\·V LQIRUPDWLRQ SDSHU

)LVFDO 3ROLF\ 8QGHU $FFUXDO %XGJHWLQJ�

7DEOH � VKRZV WKDW WKH &RPPRQZHDOWK QRQ�ILQDQFLDO SXEOLF VHFWRU ILVFDO EDODQFH PRYHG

LQWR VXUSOXV LQ �������� $ IXUWKHU LPSURYHPHQW� WR D VXUSOXV RI ��� SHU FHQW RI *'3� LV

H[SHFWHG LQ ���������� GULYHQ E\ IDOOV LQ QRQ�ILQDQFLDO SXEOLF VHFWRU H[SHQVHV�

)RU WKH &RPPRQZHDOWK JHQHUDO JRYHUQPHQW VHFWRU� H[SHQVHV DUH H[SHFWHG WR EH EURDGO\

XQFKDQJHG DV D SHU FHQW RI *'3� LQ ���������� +RZHYHU LQFUHDVHG WD[DWLRQ UHYHQXH

UHVXOWV LQ DQ LPSURYHPHQW LQ WKH JHQHUDO JRYHUQPHQW ILVFDO VXUSOXV IURP ��� SHU FHQW RI

*'3 LQ �������� WR ��� SHU FHQW LQ ���������� )XUWKHU LPSURYHPHQWV RYHU WKH RXW\HDUV�

WR D ��� SHU FHQW ILVFDO VXUSOXV LQ ������� DUH H[SHFWHG WR EH GULYHQ E\ IDOOV LQ H[SHQVHV

UDWKHU WKDQ LQFUHDVHG UHYHQXH� 5HYHQXH LV IRUHFDVW WR IDOO DV D SHUFHQW RI *'3� ODUJHO\ DV D

UHVXOW RI WKH &RPPRQZHDOWK·V SURSRVHG WD[ UHIRUP PHDVXUHV�

7KH &RPPRQZHDOWK 37( ILVFDO EDODQFH LV H[SHFWHG WR GHWHULRUDWH VOLJKWO\ LQ ���������� LQ

D \HDU LQ ZKLFK IDOOV LQ ERWK UHYHQXH DQG H[SHQVHV DUH DQWLFLSDWHG�
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7DEOH �� &RPPRQZHDOWK 1RQ�ILQDQFLDO 3XEOLF 6HFWRU ([SHQVHV� 5HYHQXH DQG )LVFDO %DODQFH E\ ,QVWLWXWLRQDO 6HFWRU DV

D 3HUFHQWDJH RI *'3�D�

*HQHUDO *RYHUQPHQW 3XEOLF 7UDGLQJ (QWHUSULVHV 1RQ�ILQDQFLDO 3XEOLF 6HFWRU

5HYHQXH ([SHQVHV 1HW &DSLWDO

)RUPDWLRQ

)LVFDO

%DODQFH

5HYHQXH ([SHQVHV 1HW &DSLWDO

)RUPDWLRQ

)LVFDO

%DODQFH

5HYHQXH ([SHQVHV 1HW &DSLWDO

)RUPDWLRQ

)LVFDO

%DODQFH

������� ���� ���� ��� ���� ��� ��� ��� ���� QD QD QD ����

������� ���� ���� ��� ���� ��� ��� ��� ��� QD QD QD ���

��������H� ���� ���� ��� ��� ��� ��� ��� ��� ���� ���� ��� ���

��������H� ���� ���� ��� ��� ��� ��� ��� ���� ���� ���� ��� ���

��������S� ���� ���� ��� ��� QD QD QD QD QD QD QD QD

��������S� ���� ���� ��� ��� QD QD QD QD QD QD QD QD

��������S� ���� ���� ��� ��� QD QD QD QD QD QD QD QD

�D� $FFUXDO GDWD IRU ������� DUH WDNHQ IURP WKH DQQXDO &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWV �&)6�� )URP ������� WKH DFFRXQWLQJ WUHDWPHQW RI FHUWDLQ UHYHQXH LWHPV� LQ

SDUWLFXODU WD[DWLRQ UHYHQXH DQG VRPH GLYLGHQGV� KDV FKDQJHG� 6HH 6WDWHPHQW � IRU IXUWKHU LQIRUPDWLRQ�

�H� HVWLPDWHV

�S� SURMHFWLRQV



���

&20021:($/7+ 121�),1$1&,$/ 38%/,& 6(&725 /,$%,/,7,(6

7KLV SDUW H[DPLQHV FXUUHQW DQG SURMHFWHG OHYHOV RI &RPPRQZHDOWK QHW GHEW DQG QHW

DVVHWV� $ MXULVGLFWLRQ·V OHYHOV RI QHW GHEW DQG QHW DVVHWV DUH LPSRUWDQW LQGLFDWRUV RI LWV

ILQDQFLDO SRVLWLRQ� +LJK OHYHOV RI QHW GHEW LPSRVH D FDOO RQ IXWXUH UHYHQXH IORZV WR VHUYLFH

WKDW GHEW� DQG PHHWLQJ WKRVH SD\PHQWV FDQ OLPLW JRYHUQPHQW IOH[LELOLW\ WR DGMXVW RXWOD\V�

1HW 'HEW

7KH DFFUXDO DQG FDVK FRQFHSWV RI QHW GHEW DUH HTXLYDOHQW� 1HW GHEW FRPSULVHV WKH VWRFN

RI VHOHFWHG JURVV ILQDQFLDO OLDELOLWLHV OHVV ILQDQFLDO DVVHWV� DQG EURDGO\ UHIOHFWV WKH

FXPXODWLYH HIIHFW RI XQGHUO\LQJ GHILFLWV� 7KH &RPPRQZHDOWK KDV DOORFDWHG D KLJK SULRULW\

WR GHEW UHGXFWLRQ LQ UHFHQW \HDUV� LQ RUGHU WR UHGXFH WKH VKDUH RI FXUUHQW RXWOD\V DOORFDWHG

WR GHEW VHUYLFLQJ� DQG KHQFH WR LQFUHDVH SROLF\ IOH[LELOLW\�

,Q DFFUXDO WHUPV� FKDQJHV LQ QHW GHEW ZLOO QRW FRUUHVSRQG H[DFWO\ WR WKH ILVFDO EDODQFH GXH

WR HTXLW\ SURFHHGV DQG WR UHYDOXDWLRQV RI ILQDQFLDO DVVHWV DQG OLDELOLWLHV�

7DEOH � VKRZV UHFHQW DQG SURMHFWHG OHYHOV RI &RPPRQZHDOWK QRQ�ILQDQFLDO SXEOLF VHFWRU

QHW GHEW� 1RQ�ILQDQFLDO VHFWRU QHW GHEW LV H[SHFWHG WR IDOO IURP ���� SHU FHQW RI *'3 DW

WKH HQG RI ������� WR ��� SHU FHQW DW WKH HQG RI ���������� 7KLV LV SDUW RI D FRQWLQXLQJ

UHGXFWLRQ LQ &RPPRQZHDOWK QHW GHEW FRQVLVWHQW ZLWK WKH JRYHUQPHQW·V SURJUDPPH RI

ILVFDO FRQVROLGDWLRQ�

7KH PDMRULW\ RI QHW GHEW UHGXFWLRQ KDV RFFXUUHG ZLWKLQ WKH JHQHUDO JRYHUQPHQW VHFWRU�

7KLV WUHQG LV VHW WR FRQWLQXH� ZLWK QHJDWLYH QHW GHEW RI ��� SHU FHQW RI *'3 SUHGLFWHG

IRU ����²���

37( QHW GHEW LV DOVR WUHQGLQJ GRZQZDUGV� EXW IURP D PXFK ORZHU EDVH�

1HW $VVHWV

$OWKRXJK QHW GHEW LV DQ LPSRUWDQW ILVFDO LQGLFDWRU� LW LV OLPLWHG LQ WKDW LW RPLWV KROGLQJV RI

FHUWDLQ ILQDQFLDO DVVHWV DQG OLDELOLWLHV� PRVW QRWDEO\ DFFUXHG HPSOR\HH VXSHUDQQXDWLRQ

OLDELOLWLHV� ,W DOVR IDLOV WR LQFOXGH DOO RI D MXULVGLFWLRQ·V QRQ�ILQDQFLDO DVVHWV VXFK DV ODQG�

IL[HG DVVHWV HWF� ZKLFK PD\ EH VROG DQG XVHG WR UHSD\ GHEW� $ PXFK EURDGHU PHDVXUH� QHW

DVVHWV �RU QHW ZRUWK� LV FDOFXODWHG DV WRWDO DVVHWV ³ ERWK ILQDQFLDO DQG QRQ�ILQDQFLDO ³

PLQXV WRWDO OLDELOLWLHV� 7KH QHW DVVHWV PHDVXUH SURYLGHV D PRUH H[KDXVWLYH SLFWXUH RI D

MXULVGLFWLRQ·V RYHUDOO ILQDQFLDO SRVLWLRQ�

%HFDXVH QHW DVVHWV LQFRUSRUDWHV FKDQJHV LQ WKH YDOXH RI SK\VLFDO DVVHWV� LW PRUH IXOO\

UHIOHFWV WKH HFRQRPLF LPSDFW RI WKH VDOH RI DVVHWV WKDQ GRHV QHW GHEW� 1HW DVVHWV DOVR

VKRZV DVVHW DFTXLVLWLRQ RYHU WLPH� JLYLQJ DQ LQGLFDWLRQ RI WKH H[WHQW WR ZKLFK ERUURZLQJV

DUH XVHG WR ILQDQFH DVVHW SXUFKDVHV� UDWKHU WKDQ MXVW UHFXUUHQW H[SHQGLWXUH�



���

7KH FKDQJH LQ QHW DVVHWV LV HTXDO WR WKH FKDQJH LQ QHW QRQ�ILQDQFLDO DVVHWV SOXV WKH FKDQJH
LQ QHW ILQDQFLDO DVVHWV� 7KLV LV HTXLYDOHQW WR QHW FDSLWDO IRUPDWLRQ� SOXV WKH ILVFDO EDODQFH�
SOXV UHYDOXDWLRQV RI ILQDQFLDO DQG QRQ�ILQDQFLDO DVVHWV�

7DEOH � VKRZV UHFHQW DQG SURMHFWHG OHYHOV RI &RPPRQZHDOWK QRQ�ILQDQFLDO SXEOLF VHFWRU
QHW DVVHWV� 7KHUH LV D EUHDN LQ WKH VHULHV EHWZHHQ ������� DQG �������� UHIOHFWLQJ FKDQJHV
WR WKH DFFRXQWLQJ WUHDWPHQW RI FHUWDLQ UHYHQXH LWHPV� LQ SDUWLFXODU WD[DWLRQ UHYHQXH DQG
VRPH GLYLGHQGV� 7KHVH UHYLVLRQV KDG WKH HIIHFW RI GHFUHDVLQJ PHDVXUHG QHW DVVHWV�

7KH &RPPRQZHDOWK·V QRQ�ILQDQFLDO SXEOLF VHFWRU LV LQ D QHJDWLYH QHW DVVHW SRVLWLRQ� ZLWK
ILQDQFLDO OLDELOLWLHV H[FHHGLQJ WKH YDOXH RI ILQDQFLDO DQG QRQ�ILQDQFLDO DVVHWV� +RZHYHU WKLV
SRVLWLRQ LV H[SHFWHG WR LPSURYH E\ ��� SHUFHQWDJH SRLQWV LQ ���������� OHDYLQJ WKH
QRQ�ILQDQFLDO SXEOLF VHFWRU ZLWK QHJDWLYH QHW DVVHWV ZRUWK ��� SHU FHQW RI *'3�

7KH &RPPRQZHDOWK JHQHUDO JRYHUQPHQW VHFWRU LV DOVR LQ D QHJDWLYH QHW DVVHW SRVLWLRQ�
+RZHYHU� WKH RQJRLQJ UHGXFWLRQ RI JHQHUDO JRYHUQPHQW ILQDQFLDO OLDELOLWLHV LV UHGXFLQJ WKH
JDS EHWZHHQ OLDELOLWLHV DQG DVVHWV� *HQHUDO JRYHUQPHQW QHJDWLYH QHW DVVHWV RI ���� SHU FHQW
RI *'3 LQ ������� DUH H[SHFWHG WR IDOO WR ���� SHU FHQW LQ ���������� ZLWK IXUWKHU
GHFUHDVHV H[SHFWHG LQ WKH RXW\HDUV�

$ VLJQLILFDQW SURSRUWLRQ RI WKH &RPPRQZHDOWK·V QRQ�ILQDQFLDO DVVHWV DUH KHOG ZLWKLQ WKH
37( VHFWRU� +RZHYHU� 37( SULYDWLVDWLRQV KDYH HURGHG ERWK QRQ�ILQDQFLDO DQG ILQDQFLDO
DVVHWV KHOG E\ WKH &RPPRQZHDOWK LQ UHFHQW \HDUV� ,Q ���������� 37( VHFWRU QHW DVVHWV DUH
H[SHFWHG WR IDOO E\ KDOI D SHUFHQWDJH SRLQW WR ��� SHU FHQW RI *'3�
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7DEOH �� &RPPRQZHDOWK 1RQ�)LQDQFLDO 3XEOLF 6HFWRU 1HW 'HEW DQG 1HW $VVHWV DV D 3HUFHQWDJH RI *'3

�DV DW HQG RI ILQDQFLDO \HDU�

*HQHUDO *RYHUQPHQW 3XEOLF 7UDGLQJ (QWHUSULVHV 1RQ�ILQDQFLDO 3XEOLF 6HFWRU

1HW 'HEW 1HW $VVHWV 1HW 'HEW 1HW $VVHWV 1HW 'HEW 1HW $VVHWV

������� ���� ����� ��� ��� ���� �����

������� ���� ����� ��� ��� ���� ����

��������D��H� ���� ����� ��� ��� ���� �����

��������H� ��� ����� ��� ��� ��� ����

��������S� ��� ���� QD QD QD QD

��������S� ��� ���� QD QD QD QD

��������S� ���� ���� QD QD QD QD

�D� 7KHUH LV D EUHDN LQ WKH VHULHV EHWZHHQ ������� DQG ������� UHIOHFWLQJ D FKDQJH LQ WKH DFFRXQWLQJ WUHDWPHQW RI FHUWDLQ GLYLGHQG SD\PHQWV� 7KLV FKDQJH UHVXOWHG LQ D

GHFUHDVH LQ PHDVXUHG QHW DVVHWV�

�H� HVWLPDWHV

�S� SURMHFWLRQV
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3DUW�,,,���7UHQGV�LQ�1RQ�ILQDQFLDO�3XEOLF�6HFWRU

&DVK�%DODQFHV

7KLV 6WDWHPHQW H[DPLQHV WUHQGV LQ XQGHUO\LQJ UDWKHU WKDQ KHDGOLQH FDVK GHILFLWV� 7KH

XQGHUO\LQJ PHDVXUH H[FOXGHV QHW DGYDQFHV ³ WKH WUDQVIHU RU H[FKDQJH RI ILQDQFLDO DVVHWV�

ZKLFK KDYH QR LPSDFW RQ JRYHUQPHQW QHW OHQGLQJ RU QHW DVVHWV� )RU WKH &RPPRQZHDOWK

JHQHUDO JRYHUQPHQW VHFWRU� QHW DGYDQFHV PDLQO\ FRPSULVH WKH SURFHHGV RI HTXLW\ DVVHW

VDOHV DQG 6WDWH GHEW UHSD\PHQWV WR WKH &RPPRQZHDOWK�

7KH XQGHUO\LQJ FDVK GHILFLW XVHG LQ WKLV VWDWHPHQW XS XQWLO ������� GLIIHUV IURP WKH $%6

GHILFLW PHDVXUH E\ QRW H[FOXGLQJ LQFUHDVHV LQ SURYLVLRQV� 7KLV LV WR PDLQWDLQ FRQVLVWHQF\

ZLWK WKH $%6 QDWLRQDO DFFRXQWV� LQ ZKLFK WKH FODVVLILFDWLRQ VWDQGDUG IRU SURYLVLRQV

FKDQJHG LQ UHVSRQVH WR WKH LQWURGXFWLRQ RI WKH 6\VWHP RI 1DWLRQDO $FFRXQWV� ���� �61$ ����

7KH GLIIHUHQFH LV IXUWKHU H[SODLQHG LQ WKH VWDWLVWLFDO QRWHV DW $SSHQGL[ & WR WKLV 6WDWHPHQW�

7KH XQGHUO\LQJ FDVK GHILFLW PD\ QRW WUDQVODWH GLUHFWO\ LQWR FKDQJHV LQ QHW GHEW� 7KLV LV

PDLQO\ EHFDXVH WKH SURFHHGV RI HTXLW\ DVVHW VDOHV DUH FODVVLILHG XQGHU QHW DGYDQFHV� DQG

H[FOXGHG IURP WKH XQGHUO\LQJ FDVK GHILFLW� +RZHYHU� VXFK SURFHHGV UHVXOW LQ ORZHU

ERUURZLQJ UHTXLUHPHQWV �RU UHSD\PHQW RI SUHYLRXV ERUURZLQJV� DQG WKHUHIRUH ORZHU QHW

GHEW�

7KH KLVWRULFDO GDWD XVHG LQ WKH UHPDLQGHU RI 6WDWHPHQW � KDYH EHHQ GUDZQ IURP WKH PRVW

UHFHQW $%6 *RYHUQPHQW )LQDQFLDO (VWLPDWHV DQG 3XEOLF )LQDQFLDO $VVHWV DQG /LDELOLWLHV �)$/V�

SXEOLFDWLRQV� 3UHOLPLQDU\ ������� GDWD DQG SURMHFWLRQV IRU WKH 6WDWHV ZHUH FRPSLOHG E\ WKH

&RPPRQZHDOWK 7UHDVXU\� GUDZLQJ RQ JHQHUDO JRYHUQPHQW VHFWRU LQIRUPDWLRQ SURYLGHG E\

WKH 6WDWHV IRU WKHLU 0LG <HDU 5HSRUWV� XSGDWHG ZKHUH SRVVLEOH IRU UHFHQW 6WDWH EXGJHWV�

3URMHFWLRQV IRU WKH &RPPRQZHDOWK LQFRUSRUDWH WKH SDUDPHWHU DVVXPSWLRQV ZKLFK

XQGHUOLH WKH &RPPRQZHDOWK %XGJHW IRUZDUG HVWLPDWHV�

121�),1$1&,$/ 38%/,& 6(&725

7KH &RPPRQZHDOWK JRYHUQPHQW H[HUWV WKH PDMRU LQIOXHQFH RQ QRQ�ILQDQFLDO SXEOLF

VHFWRU EDODQFHV LQ $XVWUDOLD� ODUJHO\ WKURXJK LWV VXEVWDQWLDO JHQHUDO JRYHUQPHQW VHFWRU� 7KH

37( VHFWRU KDV D VPDOOHU HIIHFW RQ WKH WRWDO DQG WHQGV WR EH PRUH LPSRUWDQW DW WKH

6WDWH�ORFDO OHYHO� ZKHUH PRVW 37(V DUH FRQFHQWUDWHG�

&KDUW � VKRZV PRYHPHQWV LQ WKH QRQ�ILQDQFLDO SXEOLF VHFWRU GHILFLW DV D VKDUH RI *'3�

DQG WKH UHODWLYH FRQWULEXWLRQV RI WKH JHQHUDO JRYHUQPHQW DQG 37( VHFWRUV� ,Q UHFHQW

GHFDGHV WKH QRQ�ILQDQFLDO SXEOLF VHFWRU KDV UHFRUGHG FRQVLVWHQW GHILFLWV� DSDUW IURP D VPDOO

VXUSOXV LQ �������� 7KH GHILFLW SHDNHG DW ��� SHU FHQW RI *'3 LQ ������� EHIRUH GHFOLQLQJ

WR ��� SHU FHQW LQ �������� 7KLV VXFFHVVLRQ RI GHILFLWV DGGHG VLJQLILFDQWO\ WR WKH

JRYHUQPHQW·V QHW OHQGLQJ UHTXLUHPHQWV� DQG KHQFH WR $XVWUDOLD·V FXUUHQW DFFRXQW GHILFLW�
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+RZHYHU� &KDUW � VKRZV WKDW WKH QRQ�ILQDQFLDO SXEOLF VHFWRU PRYHG LQWR D VXUSOXV

SRVLWLRQ LQ �������� ZLWK IXUWKHU VXUSOXVHV SURMHFWHG LQ WKH SHULRG WR ��������� 7KLV

LPSURYHPHQW ODUJHO\ UHIOHFWV WKH ILVFDO FRQVROLGDWLRQ PHDVXUHV DGRSWHG E\ WKH

&RPPRQZHDOWK�

&KDUW �� 1RQ�)LQDQFLDO 3XEOLF 6HFWRU 8QGHUO\LQJ &DVK 'HILFLW E\ 6HFWRU
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*HQHUDO *RYHUQPHQW 37(V 3XEOLF 6HFWRU

(VWLPDWHV'HILFLW

6XUSOXV

3HU FHQW RI *'3 3HU FHQW RI *'3

&KDUW � DOVR VKRZV WKH GHFOLQLQJ FRQWULEXWLRQ RI WKH 37( VHFWRU WR WKH QRQ�ILQDQFLDO

SXEOLF VHFWRU GHILFLW� LQ OLQH ZLWK WKH LQFUHDVLQJ SULYDWLVDWLRQ RI JRYHUQPHQW EXVLQHVVHV

VLQFH WKH ODWH ����V� 7KH 37( VHFWRU LV H[SHFWHG WR FRQWULEXWH RQO\ PRGHVWO\ WR

QRQ�ILQDQFLDO SXEOLF VHFWRU EDODQFHV RYHU WKH SURMHFWLRQ SHULRG�

&KDUW � GLVDJJUHJDWHV WKH GHILFLWV SUHVHQWHG LQ &KDUW � E\ OHYHO RI JRYHUQPHQW� ,W VKRZV

WKH ODUJH FRQWULEXWLRQ RI SDVW &RPPRQZHDOWK JHQHUDO JRYHUQPHQW FDVK GHILFLWV WR WKH

QRQ�ILQDQFLDO SXEOLF VHFWRU FDVK GHILFLW� ,W DOVR LOOXVWUDWHV WKH UHFHQW LPSURYHPHQWV LQ WKH

&RPPRQZHDOWK JHQHUDO JRYHUQPHQW VHFWRU EDODQFH DV D UHVXOW RI WKH *RYHUQPHQW·V ILVFDO

FRQVROLGDWLRQ SURJUDPPH�

7KH FRQVROLGDWHG 37( VHFWRU LV FORVH WR EDODQFH� DQG WKH 6WDWH JHQHUDO JRYHUQPHQW VHFWRU

LV SURMHFWHG WR UHPDLQ LQ VPDOO VXUSOXV RYHU WKH RXW\HDUV� 7KXV WKH &RPPRQZHDOWK

JHQHUDO JRYHUQPHQW VXUSOXV LV WKH GULYHU EHKLQG WKH H[SHFWHG FRQVROLGDWHG SXEOLF VHFWRU

VXUSOXV RI ��� SHU FHQW RI *'3 LQ ���������� LQFUHDVLQJ WR ��� SHU FHQW RI *'3 LQ

��������

� 7KHVH SURMHFWLRQV LQFRUSRUDWH WKH SDUDPHWHU DVVXPSWLRQV ZKLFK XQGHUOLH WKH &RPPRQZHDOWK %XGJHW

IRUZDUG HVWLPDWHV DQG LQIRUPDWLRQ SURYLGHG E\ WKH 6WDWHV LQ WKHLU 0LG <HDU 5HSRUWV DQG UHFHQW EXGJHWV�
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&KDUW �� 8QGHUO\LQJ &DVK 'HILFLW E\ 6HFWRU DQG /HYHO RI *RYHUQPHQW

$� *HQHUDO *RYHUQPHQW
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(VWLPDWHV

&RPPRQZHDOWK

6WDWH�ORFDO

3HU FHQW RI *'3 3HU FHQW RI *'3

%� 3XEOLF 7UDGLQJ (QWHUSULVHV
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��

��

�

�

�

�

�

�

�

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

��

��

��

�

�

�

�

�

�

�

(VWLPDWHV

&RPPRQZHDOWK

6WDWH�ORFDO

3HU FHQW RI *'3 3HU FHQW RI *'3

&� 1RQ�ILQDQFLDO 3XEOLF 6HFWRU
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(VWLPDWHV

&RPPRQZHDOWK

6WDWH�ORFDO

3HU FHQW RI *'3 3HU FHQW RI *'3
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7KH JHQHUDO JRYHUQPHQW VHFWRU LV WKH DSSURSULDWH SULPDU\ IRFXV IRU DQ DVVHVVPHQW RI WKH

LPSDFW RI WKH SXEOLF VHFWRU RQ WKH QDWLRQDO HFRQRP\� ,W DFFRXQWV IRU DURXQG �� SHU FHQW

RI WRWDO SXEOLF VHFWRU UHYHQXHV DQG RXWOD\V DQG LV WKH VHFWRU WKURXJK ZKLFK WKH QDWLRQDO

JRYHUQPHQW PD\ VHHN WR DIIHFW WKH OHYHO RI SULYDWH VHFWRU DFWLYLW\� 7KH LQFUHDVHG

FRPPHUFLDO RULHQWDWLRQ RI WKH 37( VHFWRU PHDQV WKDW LW RSHUDWHV PRUH OLNH WKH SULYDWH

VHFWRU� ,WV FRQWULEXWLRQ WR WRWDO SXEOLF VHFWRU EDODQFHV LQ WKH FXUUHQW GHFDGH KDV EHHQ

PLQRU�

&KDUW � VKRZV WUHQGV LQ JHQHUDO JRYHUQPHQW FDVK XQGHUO\LQJ RXWOD\V DQG UHYHQXH DW WKH

&RPPRQZHDOWK DQG 6WDWH�ORFDO OHYHOV� 8QGHUO\LQJ RXWOD\V DUH FRQVLVWHQW ZLWK WKH

XQGHUO\LQJ FDVK GHILFLW� LQ WKDW WKH\ H[FOXGH QHW DGYDQFHV SDLG� 3DQHO $ VKRZV WKH

FRXQWHUF\OLFDO UHODWLRQVKLS EHWZHHQ WKH &RPPRQZHDOWK·V RXWOD\V DQG FDVK UHYHQXHV�

*HQHUDOO\� GXULQJ HFRQRPLF GRZQWXUQV� VXFK DV LQ WKH HDUO\ ����V� RXWOD\V RQ WUDQVIHU

SD\PHQWV ULVH DQG WD[DWLRQ UHYHQXHV IDOO� ZLWK WKH UHYHUVH KDSSHQLQJ GXULQJ SHULRGV RI

VWURQJ HFRQRPLF JURZWK� +RZHYHU� WKH &RPPRQZHDOWK GHILFLWV UHFRUGHG LQ WKH ILUVW KDOI

RI WKH ����V DOVR UHIOHFW VWUXFWXUDO IDFWRUV� 2XWOD\V ZHUH PDLQWDLQHG DW D KLJK OHYHO RI

*'3 GXULQJ WKH F\FOLFDO XSWXUQ� ZKLOH WKH ORZ LQIODWLRQ HQYLURQPHQW GHSUHVVHG WKH

JURZWK LQ UHYHQXH UHFHLSWV�

$V VKRZQ LQ 3DQHO $ RI &KDUW �� WKH &RPPRQZHDOWK JHQHUDO JRYHUQPHQW VHFWRU LV

H[SHFWHG WR PRYH IURP D FDVK GHILFLW RI ��� SHU FHQW RI *'3 LQ ������� WR D FDVK VXUSOXV

RI ��� SHU FHQW RI *'3 LQ ����²����� LQFUHDVLQJ WR ��� SHU FHQW LQ �������� 3DQHO $ RI

&KDUW � VKRZV WKDW WKLV LPSURYHPHQW LV EHLQJ DFKLHYHG WKURXJK D UHGXFWLRQ LQ RXWOD\V DV D

VKDUH RI *'3� IURP ���� SHU FHQW LQ ������� WR D SURMHFWHG ���� SHU FHQW LQ ������� ³

WKH ORZHVW OHYHO VLQFH WKH HDUO\ ����V� &DVK UHYHQXH LV DOVR H[SHFWHG WR IDOO GXULQJ WKLV

SHULRG� IURP ���� SHU FHQW LQ ������� WR D SURMHFWHG ���� SHU FHQW LQ �������� 7KHVH IDOOV

DUH ODUJHO\ DV D UHVXOW RI WKH &RPPRQZHDOWK·V SODQQHG WD[ UHIRUPV�

7KH UHFHQW SURFHVV RI ILVFDO FRQVROLGDWLRQ KDV EHHQ DFKLHYHG PDLQO\ WKURXJK RXWOD\V

UHVWUDLQW� 7KLV UHIOHFWV WKH *RYHUQPHQW·V YLHZ WKDW H[SHQGLWXUH FRQWURO KROGV WKH NH\ WR

DFKLHYLQJ VXVWDLQDEOH LPSURYHPHQWV LQ WKH ILVFDO SRVLWLRQ� DQG WKDW VFRSH KDV H[LVWHG IRU

UDWLRQDOLVLQJ SURJUDPPHV DQG PDNLQJ JRYHUQPHQW PRUH HIILFLHQW� 7KH ,0) DQG 2(&'

KDYH IRXQG WKDW ILVFDO FRQVROLGDWLRQ LV PRUH OLNHO\ WR EH GXUDEOH DQG HQFRXUDJH VXVWDLQHG

HFRQRPLF JURZWK LI LW LV DFKLHYHG WKURXJK RXWOD\V UHVWUDLQW UDWKHU WKDQ WKURXJK WD[

LQFUHDVHV� ZKLFK WHQG WR EH V\SKRQHG RII LQWR KLJKHU VSHQGLQJ�

6WDWH�ORFDO UHYHQXH DQG RXWOD\V DUH OHVV VHQVLWLYH WR WKH HFRQRPLF F\FOH WKDQ

&RPPRQZHDOWK ILQDQFHV� 3DQHO $ RI &KDUW � VKRZV WKH VXVWDLQHG LPSURYHPHQW LQ WKH

6WDWH�ORFDO JHQHUDO JRYHUQPHQW EDODQFHV DFKLHYHG RYHU WKH SHULRG ������� WR ��������

IURP D GHILFLW RI ��� SHU FHQW RI *'3 WR D FDVK VXUSOXV RI ��� SHU FHQW RI *'3� $V VKRZQ

LQ 3DQHO % RI &KDUW �� WKLV LPSURYHPHQW KDV ODUJHO\ UHIOHFWHG RXWOD\V UHVWUDLQW� KHOSHG E\

ORZHU GHEW VHUYLFLQJ FKDUJHV� ZLWK 6WDWH�ORFDO UHYHQXH EURDGO\ VWDEOH DV D VKDUH RI *'3�
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&KDUW �� *HQHUDO *RYHUQPHQW &DVK 8QGHUO\LQJ 2XWOD\V DQG 5HYHQXH

E\ /HYHO RI *RYHUQPHQW

$� &RPPRQZHDOWK
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3HU FHQW RI *'3 3HU FHQW RI *'3

%� 6WDWH�ORFDO

�

�

��

��

��

��

��

��

��

��

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

�

�

��

��

��

��

��

��

��

��
(VWLPDWHV

2XWOD\V

5HYHQXH

3HU FHQW RI *'3 3HU FHQW RI *'3

&� &RQVROLGDWHG *HQHUDO *RYHUQPHQW

�

�

��

��

��

��

��

��

��

��

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

�

�

��

��

��

��

��

��

��

��
(VWLPDWHV

2XWOD\V

5HYHQXH

3HU FHQW RI *'3 3HU FHQW RI *'3



����

+RZHYHU� LQ ������� WKH 6WDWH�ORFDO JHQHUDO JRYHUQPHQW VHFWRU FDVK EDODQFH LV H[SHFWHG

WR UHYHUVH LWV UHFHQW VHULHV RI VPDOO VXUSOXVHV DQG PRYH WR D GHILFLW RI ��� SHU FHQW RI

*'3� 7KLV VKDUS WXUQDURXQG LQ ����²�� LV GXH WR 16: DQG 9LFWRULD DOORFDWLQJ DQ

DGGLWLRQDO �� ELOOLRQ DQG ���� ELOOLRQ UHVSHFWLYHO\ WR PHHWLQJ WKHLU XQIXQGHG

VXSHUDQQXDWLRQ OLDELOLWLHV� 7KH LQFUHDVHG VXSHUDQQXDWLRQ FRQWULEXWLRQ SXVKHV XS WKH

6WDWHV· OHYHOV RI FXUUHQW H[SHQGLWXUH� DQG WKXV WKHLU EXGJHW GHILFLWV IRU WKH \HDU� E\ D

FRUUHVSRQGLQJ DPRXQW� :LWKRXW WKHVH RQH�RII VXSHUDQQXDWLRQ SD\PHQWV� WKH 6WDWH�ORFDO

JHQHUDO JRYHUQPHQW FDVK EDODQFH IRU ������� ZRXOG KDYH EHHQ D VXUSOXV RI DURXQG

��� SHU FHQW RI *'3�

6PDOO 6WDWH�ORFDO JHQHUDO JRYHUQPHQW FDVK VXUSOXVHV DUH H[SHFWHG WR SUHYDLO RYHU WKH

SURMHFWLRQ SHULRG� $V VKRZQ LQ 3DQHO % RI &KDUW �� RXWOD\V DUH SURMHFWHG WR GHFOLQH DV D

VKDUH RI *'3� 7KLV LV PDLQO\ GXH WR UHVWUDLQW LQ FXUUHQW RXWOD\V UHVXOWLQJ IURP

LPSURYHPHQWV LQ SXEOLF VHFWRU HIILFLHQF\ DQG LQWHUHVW VDYLQJV DVVRFLDWHG ZLWK GHFOLQLQJ QHW

GHEW� %RWK JUDQWV IURP WKH &RPPRQZHDOWK DQG FDVK RZQ VRXUFH UHYHQXH DUH DOVR

SURMHFWHG WR GHFOLQH DV D VKDUH RI *'3 RYHU WKH RXWORRN SHULRG� WKH ODWWHU SDUWO\ UHIOHFWLQJ

SROLFLHV LQ VHYHUDO 6WDWHV ZKLFK H[SOLFLWO\ VHHN WR UHVWUDLQ WD[ OHYHOV�

$OO 6WDWHV DQG 7HUULWRULHV KDYH LQ SODFH PHGLXP�WHUP ILVFDO VWUDWHJLHV DLPHG DW LPSURYLQJ

WKHLU ILVFDO SRVLWLRQV RYHU WKH PHGLXP WHUP� 7KHVH DUH GLVFXVVHG IXUWKHU LQ %XGJHW 3DSHU
1R� � ³ )HGHUDO )LQDQFLDO 5HODWLRQV� :KLOH WKHUH UHPDLQ VLJQLILFDQW ILVFDO DQG HFRQRPLF

GLVSDULWLHV EHWZHHQ WKH 6WDWHV� DQ\ PRYHPHQW WRZDUGV LQFUHDVHG 6WDWH�ORFDO JHQHUDO

JRYHUQPHQW FDVK VXUSOXVHV ZLOO VXSSOHPHQW WKH SRVLWLYH HIIHFW RI ILVFDO FRQVROLGDWLRQ DW

WKH &RPPRQZHDOWK OHYHO� FRQWULEXWLQJ WR D ORZHU FXUUHQW DFFRXQW GHILFLW�

3DQHOV $ DQG & RI &KDUW � VKRZ WKH LQIOXHQFH RI RXWOD\V UHVWUDLQW DW WKH &RPPRQZHDOWK

OHYHO RQ WRWDO JHQHUDO JRYHUQPHQW FDVK RXWOD\V DQG EDODQFHV� &RQVROLGDWHG JHQHUDO

JRYHUQPHQW RXWOD\V DUH SURMHFWHG WR IDOO E\ PRUH WKDQ VL[ SHUFHQWDJH SRLQWV IURP WKH

������� OHYHO RI ���� SHU FHQW WR ���� SHU FHQW RI *'3 LQ �������� ZKLFK LV ORZHU WKDQ

PRVW RWKHU 2(&' FRXQWULHV�

&DVK 2ZQ 3XUSRVH 2XWOD\V

7UHQGV LQ JHQHUDO JRYHUQPHQW FDVK RZQ SXUSRVH RXWOD\V DUH LOOXVWUDWHG LQ &KDUW ��

&RPPRQZHDOWK RZQ SXUSRVH RXWOD\V DUH GHILQHG KHUH DV FDVK XQGHUO\LQJ RXWOD\V� DGMXVWHG

PDLQO\ WR H[FOXGH &RPPRQZHDOWK SD\PHQWV WR WKH 6WDWHV RWKHU WKDQ VSHFLILF SXUSRVH

SD\PHQWV PDGH ¶WKURXJK· WKH 6WDWHV� 7KLV GLIIHUV IURP WKH HTXLYDOHQW $%6 PHDVXUH ZKLFK

H[FOXGHV DOO SD\PHQWV WR WKH 6WDWHV� LQFOXGLQJ SD\PHQWV ¶WKURXJK· WKH 6WDWHV� �7KH

PHWKRGRORJ\ LV H[SODLQHG LQ PRUH GHWDLO LQ $SSHQGL[ &�� :KLOH QRW ZLWKRXW LWV OLPLWDWLRQV�

WKH DGMXVWHG PHDVXUH SURYLGHV D EHWWHU EDVLV IRU FRPSDULVRQ RI UHODWLYH RXWOD\V UHVWUDLQW E\

WKH &RPPRQZHDOWK DQG 6WDWH�ORFDO OHYHOV RI JRYHUQPHQW�

$V VKRZQ LQ &KDUW �� &RPPRQZHDOWK JHQHUDO JRYHUQPHQW FDVK RZQ SXUSRVH RXWOD\V

LQFUHDVHG DV D SURSRUWLRQ RI *'3 LQ WKH VL[ \HDU SHULRG WR �������� LQ FRQWUDVW WR D

GHFOLQLQJ WUHQG IRU WKH 6WDWH�ORFDO OHYHO IURP ��������
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7KH SURMHFWLRQV IRU WKH &RPPRQZHDOWK VKRZ IDOOLQJ RZQ SXUSRVH RXWOD\V DV D VKDUH RI

*'3 RYHU WKH SHULRG WR ������� DV D UHVXOW RI WKH *RYHUQPHQW·V ILVFDO FRQVROLGDWLRQ

PHDVXUHV� $ GHFOLQH LV DOVR H[SHFWHG IRU WKH 6WDWH�ORFDO OHYHO� DIWHU WKH DEQRUPDOO\ KLJK

ILJXUH FDXVHG E\ 16: DQG 9LFWRULD LQFUHDVLQJ WKHLU VXSHUDQQXDWLRQ IXQGLQJ LQ ��������

&KDUW �� *HQHUDO *RYHUQPHQW &DVK 2ZQ 3XUSRVH 8QGHUO\LQJ 2XWOD\V

E\ /HYHO RI *RYHUQPHQW
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&RPPRQZHDOWK

6WDWH�ORFDO

(VWLPDWHV

3HU FHQW RI *'3 3HU FHQW RI *'3

38%/,& 75$',1* (17(535,6(6

7KH 37( VHFWRU LV DQ LPSRUWDQW SURYLGHU RI HFRQRPLF LQIUDVWUXFWXUH DQG FRQWULEXWHV

VLJQLILFDQW UHYHQXH WR JHQHUDO JRYHUQPHQW� PDLQO\ LQ WKH IRUP RI GLYLGHQGV �DV GLVFXVVHG

LQ 3DUW ,9�� :KHUH WKH JHQHUDO JRYHUQPHQW VHFWRU LV GRPLQDWHG E\ WKH &RPPRQZHDOWK�

6WDWH�ORFDO JRYHUQPHQW DFWLYLW\ LV PRUH VLJQLILFDQW ZLWKLQ WKH 37( VHFWRU� 7KLV UHIOHFWV

6WDWH UHVSRQVLELOLW\ IRU LQIUDVWUXFWXUH DQG VHUYLFH SURYLVLRQ LQ DUHDV VXFK DV HOHFWULFLW\� JDV

DQG ZDWHU DQG SXEOLF WUDQVSRUW�

'XULQJ WKH ����V� WKH 37( VHFWRU HQJDJHG LQ KLJK OHYHOV RI FDSLWDO

DFFXPXODWLRQ �SDUWLFXODUO\ WKH SXEOLFO\�RZQHG SRZHU SURYLGHUV�� ZLWK DVVRFLDWHG JURZWK LQ

GHEW OHYHOV DQG LQWHUHVW FRVWV� 7KLV DGGHG VLJQLILFDQWO\ WR SXEOLF VHFWRU GHILFLWV RYHU WKLV

SHULRG� +RZHYHU� VLQFH WKH ODWH ����V� ZLWK WKH LQWURGXFWLRQ RI FRUSRUDWLVDWLRQ DQG

SULYDWLVDWLRQ SROLFLHV� WKH 37( VHFWRU KDV UHFRUGHG D VHULHV RI VPDOO FDVK VXUSOXVHV� 7KHUH

KDV EHHQ JUHDWHU HPSKDVLV RQ 37( RSHUDWLQJ HIILFLHQF\� SURILWDELOLW\ DQG PDUNHW

RULHQWDWLRQ� RIWHQ DV D SUHFXUVRU WR SULYDWLVDWLRQ� DQG JRYHUQPHQWV KDYH UH�HYDOXDWHG WKH

DSSURSULDWHQHVV RI FRQWLQXHG SXEOLF RZQHUVKLS RI PDQ\ EXVLQHVV HQWHUSULVHV�

37( SULYDWLVDWLRQV RYHU WKH ODVW GHFDGH KDYH RFFXUUHG LQ WZR PDLQ VHFWRUV ³ HOHFWULFLW\

DQG JDV �HJ 9LFWRULD·V HOHFWULFLW\ DVVHWV�� DQG WUDQVSRUW DQG FRPPXQLFDWLRQV �HJ 4DQWDV DQG

WKH RQH�WKLUG VDOH RI 7HOVWUD�� 3URFHHGV RI DVVHW VDOHV KDYH EHHQ XVHG ODUJHO\ WR UHGXFH� RU
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FRQWDLQ WKH JURZWK RI JRYHUQPHQW QHW GHEW� UHVXOWLQJ LQ RQJRLQJ VDYLQJV LQ SXEOLF GHEW

LQWHUHVW�

7KH ���� &RPSHWLWLRQ 3ULQFLSOHV $JUHHPHQW EHWZHHQ WKH &RPPRQZHDOWK DQG WKH 6WDWHV

SURYLGHV D IUDPHZRUN IRU RQJRLQJ FKDQJH ZLWKLQ WKH 37( VHFWRU� 7KH $JUHHPHQW

LQWURGXFHG D JHQHUDOLVHG UHJLPH IRU DFFHVV WR HVVHQWLDO LQIUDVWUXFWXUH IDFLOLWLHV� VHW RXW

SULQFLSOHV ZKLFK DSSO\ WR WKH UHIRUP RI SXEOLF VHFWRU PRQRSROLHV� DQG LQLWLDWHG

FRPSHWLWLYH QHXWUDOLW\ SULQFLSOHV WKDW HQVXUH WKDW JRYHUQPHQW EXVLQHVVHV GR QRW HQMR\

FRPSHWLWLYH DGYDQWDJHV RYHU SULYDWH VHFWRU FRPSHWLWRUV DV D UHVXOW RI WKHLU SXEOLF

RZQHUVKLS�

$V VKRZQ LQ &KDUW �� WKH 37( VHFWRU KDV PDLQWDLQHG D FDVK VXUSOXV SRVLWLRQ WKURXJK

PXFK RI WKH ����V� +RZHYHU� ������� VHHV WKH 37( VHFWRU PRYLQJ WR DQ XQGHUO\LQJ FDVK

GHILFLW RI ��� SHU FHQW RI *'3� 7KLV LV D UHVXOW RI VXEVWDQWLDO SULYDWLVDWLRQ LQ WKH 9LFWRULDQ

37( VHFWRU �������� ZLWK SURFHHGV JRLQJ EDFN WR WKH JHQHUDO JRYHUQPHQW VHFWRU WR UHWLUH

GHEW DQG UHGXFH WKH VWDWH·V XQIXQGHG VXSHUDQQXDWLRQ OLDELOLW\� 3URMHFWLRQV LQGLFDWH WKDW WKH

VHFWRU ZLOO PRYH EDFN WR VPDOO VXUSOXVHV RYHU WKH UHPDLQGHU RI WKH RXWORRN SHULRG� LQ OLQH

ZLWK HFRQRPLF JURZWK DQG FRQWLQXHG UHIRUP ZLWKLQ UHPDLQLQJ EXVLQHVVHV�



����

3DUW�,9���1RQ�ILQDQFLDO�3XEOLF�6HFWRU�/LDELOLWLHV

7KLV SDUW H[DPLQHV WUHQGV LQ QRQ�ILQDQFLDO SXEOLF VHFWRU QHW GHEW DQG LQ QHW LQWHUHVW DQG

GLYLGHQG IORZV� $V GLVFXVVHG LQ 3DUW ,,� WKH OHYHO RI QHW GHEW DQG GHEW VHUYLFLQJ FRVWV DUH

LPSRUWDQW LQGLFDWRUV RI D MXULVGLFWLRQ·V ILQDQFLDO SRVLWLRQ� *RYHUQPHQWV LQ $XVWUDOLD KDYH

DFFRUGHG D KLJK SULRULW\ WR GHEW UHGXFWLRQ LQ RUGHU WR UHGXFH WKH GHEW VHUYLFLQJ EXUGHQ�

DQG HQKDQFH SROLF\ IOH[LELOLW\�

75(1'6 ,1 121�),1$1&,$/ 38%/,& 6(&725 1(7 '(%7

1HW GHEW FRPSULVHV WKH VWRFN RI VHOHFWHG JURVV ILQDQFLDO OLDELOLWLHV OHVV ILQDQFLDO DVVHWV� DQG

EURDGO\ UHIOHFWV WKH FXPXODWLYH HIIHFW RI XQGHUO\LQJ FDVK EDODQFHV� +RZHYHU� WKH FKDQJH LQ

QHW GHEW GRHV QRW FRUUHVSRQG H[DFWO\ WR WKH FDVK XQGHUO\LQJ GHILFLW DV WKH SURFHHGV RI

HTXLW\ WUDQVDFWLRQV �VXFK DV HTXLW\ DVVHW VDOHV�� ZKLFK UHGXFH WKH ERUURZLQJ WDVN� DUH

FODVVLILHG DV QHW DGYDQFHV DQG DV VXFK DUH QRW LQFOXGHG LQ WKH FDVK XQGHUO\LQJ EDODQFH�

$OVR� FKDQJHV LQ QHW GHEW PD\ UHIOHFW RWKHU IDFWRUV VXFK DV UHYDOXDWLRQV RI ILQDQFLDO DVVHWV

DQG OLDELOLWLHV�

&KDUW � VKRZV QRQ�ILQDQFLDO SXEOLF VHFWRU QHW GHEW DV D SHUFHQWDJH RI *'3� DQG WKH

FRQWULEXWLRQ RI WKH JHQHUDO JRYHUQPHQW DQG 37( VHFWRUV� VLQFH WKH ODWH ����V�

&KDUW �� 1RQ�ILQDQFLDO 3XEOLF 6HFWRU 1HW 'HEW E\ 6HFWRU

�DV DW HQG RI ILQDQFLDO \HDU�
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&KDUWV � DQG � WRJHWKHU LQGLFDWH WKH EURDG UHODWLRQVKLS EHWZHHQ XQGHUO\LQJ GHILFLWV DQG
QHW GHEW OHYHOV�

&KDUW � VKRZV WKH LQFUHDVH LQ JHQHUDO JRYHUQPHQW QHW GHEW DV D VKDUH RI *'3 IROORZLQJ
WKH ODVW UHFHVVLRQ� 7KLV LQFUHDVH UHIOHFWHG WKH ILQDQFLQJ RI &RPPRQZHDOWK FDVK EXGJHW
GHILFLWV WKDW FRQWLQXHG LQWR WKH F\FOLFDO XSWXUQ� $OVR HYLGHQW IURP &KDUW � LV WKH GHFOLQH LQ
37( VHFWRU QHW GHEW DV D VKDUH RI *'3 VLQFH WKH ODWH ����V� UHIOHFWLQJ ORZHU OHYHOV RI
FDSLWDO H[SHQGLWXUH� LPSURYHG HIILFLHQF\ DQG SULYDWLVDWLRQV� 7KLV GHFOLQH PRGHUDWHG WKH
LQFUHDVH LQ WRWDO SXEOLF VHFWRU QHW GHEW DV D VKDUH RI *'3 LQ WKH ILUVW KDOI RI WKH ����V�

7KH VXEVHTXHQW LPSURYHPHQW LQ WRWDO QHW GHEW PDLQO\ UHIOHFWV ORZHU QHW ERUURZLQJ
UHTXLUHPHQWV IRU WKH &RPPRQZHDOWK DQG WKH DSSOLFDWLRQ RI SULYDWLVDWLRQ SURFHHGV WR GHEW
UHWLUHPHQW DW ERWK WKH &RPPRQZHDOWK DQG 6WDWH�ORFDO OHYHOV�

*HQHUDO JRYHUQPHQW QHW GHEW DV D VKDUH RI *'3 LV H[SHFWHG WR GHFOLQH IXUWKHU RYHU WKH
SURMHFWLRQ SHULRG� GXH PDLQO\ WR &RPPRQZHDOWK ILVFDO FRQVROLGDWLRQ� 37( VHFWRU QHW GHEW
DV D VKDUH RI *'3 LV SURMHFWHG WR GHFOLQH VORZO\� LQ OLQH ZLWK WKH H[SHFWHG SDWWHUQ RI VPDOO
37( VHFWRU FDVK VXUSOXVHV�

7RWDO SXEOLF VHFWRU QHW GHEW LV SURMHFWHG WR EH RQO\ ��� SHU FHQW RI *'3 LQ ��������
FRPSDUHG ZLWK WKH PRVW UHFHQW SHDN RI ���� SHU FHQW LQ �������� 7KH DSSOLFDWLRQ RI DQ\
IXWXUH SULYDWLVDWLRQ SURFHHGV WR GHEW UHGXFWLRQ ZRXOG UHVXOW LQ HYHQ ORZHU GHEW OHYHOV�

&KDUW � VKRZV WUHQGV LQ QHW GHEW E\ VHFWRU DQG OHYHO RI JRYHUQPHQW� 7KH XVHIXOQHVV RI
FRPSDULVRQV LV GLPLQLVKHG E\ WKH IDFW WKDW EHWZHHQ OHYHOV RI JRYHUQPHQW WKH GLVWULEXWLRQ
RI GHEW DFURVV LQVWLWXWLRQDO VHFWRUV GLIIHUV ZLGHO\� 0RVW &RPPRQZHDOWK QHW GHEW LV RZQHG
E\ WKH JHQHUDO JRYHUQPHQW VHFWRU ZKHUHDV PRUH WKDQ KDOI RI 6WDWH�ORFDO QHW GHEW LV RZQHG
E\ WKH 37( VHFWRU�

$V VKRZQ LQ 3DQHO $ RI &KDUW � &RPPRQZHDOWK JHQHUDO JRYHUQPHQW QHW GHEW DV D VKDUH
RI *'3 JUHZ IURP ORZ OHYHOV LQ WKH ODWH ����V WR D SHDN RI ���� SHU FHQW LQ �������� ZLWK
VWURQJ JURZWK LQ WKH ILUVW KDOI RI WKH ����V�

,Q FRQWUDVW� 6WDWH�ORFDO JHQHUDO JRYHUQPHQW QHW GHEW JUHZ RQO\ PRGHVWO\ LQ WKH HDUO\
����V� DQG KDV VLQFH GHFOLQHG IURP D SHDN RI ��� SHU FHQW LQ ������� WR DURXQG
��� SHU FHQW LQ �������� DV VKRZQ LQ 3DQHO %� 7KLV LPSURYHPHQW ZLWKLQ WKH 6WDWH�ORFDO
JHQHUDO JRYHUQPHQW VHFWRU UHIOHFWV ERWK WKH LPSDFW RI DVVHW VDOHV� DQG ILVFDO FRQVROLGDWLRQ
GXULQJ WKH VHFRQG KDOI RI WKH ����V�

7KH SURMHFWLRQV IRU WKH &RPPRQZHDOWK LQ 3DQHO $ RI &KDUW � LQFOXGH WKH H[SHFWHG
LPSDFW RI PHDVXUHV DQQRXQFHG LQ WKLV %XGJHW� 7KHVH SURMHFWLRQV VKRZ WKDW
&RPPRQZHDOWK JHQHUDO JRYHUQPHQW VHFWRU QHW GHEW LV SURMHFWHG WR GHFOLQH IURP D SHDN RI
���� SHU FHQW RI *'3 LQ ������� WR DURXQG ��� SHU FHQW LQ �������� FRQVLVWHQW ZLWK WKH
*RYHUQPHQW·V DQQRXQFHG DLP RI KDOYLQJ WKH QHW GHEW WR *'3 UDWLR RYHU WKLV SHULRG�
7KH &RPPRQZHDOWK JHQHUDO JRYHUQPHQW LV SURMHFWLQJ D VPDOO QHJDWLYH QHW GHEW ILJXUH
IRU ��������
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&KDUW �� 1RQ�)LQDQFLDO 3XEOLF 6HFWRU 1HW 'HEW

E\ /HYHO RI *RYHUQPHQW DQG 6HFWRU

�2XWVWDQGLQJ 6WRFN DV DW (QG RI )LQDQFLDO <HDU�

$� &RPPRQZHDOWK
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*HQHUDO *RYHUQPHQW

37(V

3HU FHQW RI *'3 3HU FHQW RI *'3
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*HQHUDO *RYHUQPHQW

37(V

3HU FHQW RI *'3 3HU FHQW RI *'3

&� &RQVROLGDWHG 1RQ�ILQDQFLDO 3XEOLF 6HFWRU
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*HQHUDO *RYHUQPHQW

37(V

3HU FHQW RI *'3 3HU FHQW RI *'3
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6WDWH�ORFDO JHQHUDO JRYHUQPHQW QHW GHEW DV D VKDUH RI *'3 VKRXOG FRQWLQXH WR IDOO LQ OLQH

ZLWK WKH GHEW UHGXFWLRQ SURJUDPPHV EHLQJ SXUVXHG E\ WKH 6WDWHV DV SDUW RI WKHLU PHGLXP

WHUP ILVFDO VWUDWHJLHV� 6WDWH�ORFDO JHQHUDO JRYHUQPHQW QHW GHEW LV H[SHFWHG WR EH FORVH WR

]HUR E\ WKH HQG RI WKH SURMHFWLRQ SHULRG� +RZHYHU� VRPH LQGLYLGXDO 6WDWHV FRQWLQXH WR

IDFH VXEVWDQWLDO QHW GHEW EXUGHQV �VHH %XGJHW 3DSHU 1R� � ³ )HGHUDO )LQDQFLDO 5HODWLRQV IRU
PRUH LQIRUPDWLRQ��

1(7 ,17(5(67 $1' ',9,'(1' )/2:6

1HW LQWHUHVW RXWOD\V DUH GHILQHG DV LQWHUHVW SD\PHQWV RQ JURVV GHEW OHVV LQWHUHVW UHFHLYHG

RQ ORDQV DQG DGYDQFHV� DQG DUH DIIHFWHG E\ WKH YROXPH RI QHW GHEW RQ LVVXH DQG LQWHUHVW

UDWHV�

&KDUW � VKRZV WKH WUHQG LQ JHQHUDO JRYHUQPHQW QHW LQWHUHVW SD\PHQWV E\ OHYHO RI

JRYHUQPHQW�

&KDUW �� *HQHUDO *RYHUQPHQW 1HW ,QWHUHVW 2XWOD\V
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&RPPRQZHDOWK 6WDWH�ORFDO 7RWDO JHQHUDO JRYHUQPHQW

3HU FHQW RI *'3 3HU FHQW RI *'3

$V VKRZQ LQ &KDUW �� WRWDO JHQHUDO JRYHUQPHQW QHW LQWHUHVW RXWOD\V SHDNHG LQ ������� DW

DURXQG ��� SHU FHQW RI *'3� /HYHOV RI WKLV PDJQLWXGH ZHUH SUHYLRXVO\ UHDFKHG LQ WKH PLG

����V ZKHQ ERWK QHW GHEW DQG LQWHUHVW UDWHV ZHUH KLJK� +LJK QHW LQWHUHVW RXWOD\V GXULQJ

WKH PLG���V FOLPDWH RI UHODWLYHO\ ORZHU LQWHUHVW UDWHV� DQG ORZHU OHYHOV RI 6WDWH�ORFDO

JHQHUDO JRYHUQPHQW QHW GHEW� UHIOHFWHG RQJRLQJ &RPPRQZHDOWK EXGJHW FDVK GHILFLWV

GXULQJ WKH H[SDQVLRQDU\ SKDVH RI WKH HFRQRPLF F\FOH�
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7KH FRQWULEXWLRQ RI WKH 37( VHFWRU WR SXEOLF VHFWRU QHW LQWHUHVW RXWOD\V KDV GHFUHDVHG

VLJQLILFDQWO\ RYHU WKH ODVW GHFDGH DQG D KDOI� DV UHGXFHG FDSLWDO RXWOD\V� LPSURYHG 37(

SHUIRUPDQFH DQG SULYDWLVDWLRQV KDYH UHGXFHG 37( VHFWRU QHW GHEW DV D VKDUH RI *'3�

7KH 37( VHFWRU SURYLGHV WKH JHQHUDO JRYHUQPHQW VHFWRU �SDUWLFXODUO\ DW WKH 6WDWH�ORFDO

OHYHO� ZLWK VLJQLILFDQW UHYHQXH LQ WKH IRUP RI GLYLGHQGV DQG LQWHUHVW SD\PHQWV� 'LYLGHQGV

FRUUHVSRQG WR JHQHUDO JRYHUQPHQW HTXLW\ KROGLQJV ZKLOH LQWHUHVW SD\PHQWV UHIOHFW WKH

VWRFN RI JHQHUDO JRYHUQPHQW ORDQV WR WKH 37( VHFWRU�

&KDUW � VKRZV WKH HIIHFW RI 37( UHVWUXFWXULQJ RQ WKHVH UHYHQXH VRXUFHV� $V 37(V KDYH

EHFRPH PRUH FRPPHUFLDO LQ IRFXV� DQG OHVV GLUHFWO\ FRQWUROOHG E\ JRYHUQPHQW� WKH\ KDYH

UHILQDQFHG JHQHUDO JRYHUQPHQW DGYDQFHV LQ WKH PDUNHW DQG DGRSWHG FDSLWDO VWUXFWXUHV DQG

GLYLGHQG SROLFLHV PRUH FRPSDUDEOH ZLWK WKRVH DSSO\LQJ LQ WKH SULYDWH VHFWRU�

1RWZLWKVWDQGLQJ WKH LPSDFW RI SULYDWLVDWLRQV� LQ UHFHQW \HDUV WKH 37( VHFWRU KDV SDLG

LQFUHDVLQJ GLYLGHQGV WR LWV JHQHUDO JRYHUQPHQW RZQHUV GXH WR LPSURYHG SURILWDELOLW\ DQG

WKH DGRSWLRQ RI FRPPHUFLDO GLYLGHQG SROLFLHV� 7KH DPRXQW RI LQFRPH WUDQVIHUUHG WR

JHQHUDO JRYHUQPHQW E\ 37(V KDV LQFUHDVHG IURP ��� SHU FHQW RI JHQHUDO JRYHUQPHQW

UHYHQXH LQ ������� WR ��� SHU FHQW LQ �������� 7KLV KDV PRUH WKDQ RIIVHW D GHFOLQH LQ

LQWHUHVW SDLG�

&KDUW �� ,QFRPH DQG ,QWHUHVW 7UDQVIHUUHG IURP 37(V WR

*HQHUDO *RYHUQPHQW 6HFWRU
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,QFRPH ,QWHUHVW

3HU FHQW RI *HQHUDO *RYHUQPHQW 5HYHQXH 3HU FHQW RI *HQHUDO *RYHUQPHQW 5HYHQXH
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$SSHQGL[�$���6L]H�DQG�6WUXFWXUH�RI�WKH

1RQ�)LQDQFLDO�3XEOLF�6HFWRU

7KLV $SSHQGL[ SURYLGHV DQ RYHUYLHZ RI WKH VL]H DQG VWUXFWXUH RI WKH $XVWUDOLDQ

QRQ�ILQDQFLDO SXEOLF VHFWRU WR DVVLVW LQ LQWHUSUHWLQJ WKH WUHQGV GLVFXVVHG LQ 3DUWV ,, DQG ,,,

RI WKH 6WDWHPHQW�

$V VKRZQ LQ &KDUW $�� WKH SXEOLF VHFWRU GLUHFWO\ DFFRXQWV IRU DURXQG �� SHU FHQW RI

FLYLOLDQ HPSOR\PHQW DQG �� SHU FHQW RI ILQDO GRPHVWLF GHPDQG�� 7KH 6WDWH�ORFDO OHYHO

DFFRXQWV IRU DERXW �� SHU FHQW RI WRWDO SXEOLF VHFWRU FLYLOLDQ HPSOR\PHQW� UHIOHFWLQJ LWV

PDMRU UHVSRQVLELOLWLHV IRU VHUYLFH GHOLYHU\ ³ IRU H[DPSOH LQ WKH DUHDV RI HGXFDWLRQ DQG

KHDOWK ³ DQG IRU LQIUDVWUXFWXUH�

&KDUW $�� &RQWULEXWLRQ RI SXEOLF DQG SULYDWH VHFWRUV
7RWDO (PSOR\PHQW� 6HSWHPEHU ���� 'RPHVWLF 'HPDQG� �������

&RPPRQZHDOWK

6WDWH�ORFDO

3ULYDWH 6HFWRU

3XEOLF ILQDO FRQVXPSWLRQ H[SHQGLWXUH

3XEOLF JURVV IL[HG FDSLWDO H[SHQGLWXUH

3ULYDWH VHFWRU

7KHUH DUH VLJQLILFDQW GLIIHUHQFHV LQ WKH UROHV DQG UHVSRQVLELOLWLHV RI WKH WZR PDLQ OHYHOV RI

JRYHUQPHQW� 0DMRU &RPPRQZHDOWK RXWOD\V LQFOXGH WUDQVIHU SD\PHQWV LQ UHODWLRQ WR VRFLDO

VHFXULW\� ZHOIDUH� KHDOWK DQG GHIHQFH H[SHQGLWXUH� 7KH &RPPRQZHDOWK DOVR KDV DQ

LPSRUWDQW UROH LQ IXQGLQJ HGXFDWLRQ DQG KHDOWK VHUYLFHV SURYLGHG E\ WKH 6WDWHV DQG WKH

SULYDWH VHFWRU� 0DMRU 6WDWH�ORFDO RXWOD\V DUH LQ WKH DUHDV RI HGXFDWLRQ� KHDOWK� WUDQVSRUW�

DQG SXEOLF RUGHU DQG VDIHW\�

,Q �������� WKH &RPPRQZHDOWK UDLVHG �� SHU FHQW RI WRWDO JHQHUDO JRYHUQPHQW UHYHQXH�

+RZHYHU� &RPPRQZHDOWK RZQ SXUSRVH RXWOD\V RQO\ GLUHFWO\ DFFRXQWHG IRU �� SHU FHQW RI

WRWDO JHQHUDO JRYHUQPHQW RXWOD\V� $ VLJQLILFDQW VKDUH RI &RPPRQZHDOWK UHYHQXH LV SDVVHG

RQ WR WKH 6WDWH�ORFDO OHYHO LQ WKH IRUP RI JUDQWV� ZKLFK DFFRXQW IRU �� SHU FHQW RI

6WDWH�ORFDO JHQHUDO JRYHUQPHQW UHYHQXH� )XUWKHU LQIRUPDWLRQ RQ LQWHU�JRYHUQPHQWDO

WUDQVIHUV LV SURYLGHG LQ %XGJHW 3DSHU 1R� � ³ )HGHUDO )LQDQFLDO 5HODWLRQV�

� 7UDQVIHU SD\PHQWV E\ WKH &RPPRQZHDOWK ³ IRU H[DPSOH� LQFRPH VXSSRUW ³ DUH QRW LQFOXGHG LQ SXEOLF

ILQDO GHPDQG�
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$SSHQGL[�%���7RWDO�1RQ�ILQDQFLDO�3XEOLF�6HFWRU�²�6XSSOHPHQWDU\�&DVK�7DEOHV

7DEOH %�� &RQVROLGDWHG 1RQ�ILQDQFLDO 3XEOLF 6HFWRU 8QGHUO\LQJ 2XWOD\V� 5HYHQXH DQG 8QGHUO\LQJ 'HILFLW

E\ ,QVWLWXWLRQDO 6HFWRU DV D 3HUFHQWDJH RI *'3

*HQHUDO *RYHUQPHQW 3XEOLF 7UDGLQJ (QWHUSULVHV 3XEOLF 6HFWRU

2XWOD\V�D� 5HYHQXH 8QGHUO\LQJ

'HILFLW�D�

2XWOD\V�D� 5HYHQXH 8QGHUO\LQJ

'HILFLW�D�

2XWOD\V

�D��E�

5HYHQXH�E� 8QGHUO\LQJ

'HILFLW�D�

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

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

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

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

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

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

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

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

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

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

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

��������H� QD QD ���� QD QD ��� QD QD ����

��������H� QD QD ���� QD QD ��� QD QD ����

��������H� QD QD ���� QD QD ��� QD QD ����

��������H� QD QD ���� QD QD ���� QD QD ����

��������H� QD QD ���� QD QD ���� QD QD ����

�D� 7KH GHILFLW LQ WKLV WDEOH LV WKH XQGHUO\LQJ GHILFLW RXWOLQHG LQ $SSHQGL[ &� 7KH RXWOD\V DQG XQGHUO\LQJ GHILFLW PHDVXUHV DEVWUDFW IURP QHW DGYDQFHV�

�E� &RPSRQHQWV GR QRW VXP WR WRWDOV GXH WR FRQVROLGDWLRQ RI WUDQVIHUV EHWZHHQ VHFWRUV�

�H� 7UHDVXU\ HVWLPDWHV EDVHG RQ DYDLODEOH LQIRUPDWLRQ�
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7DEOH %�� &RQVROLGDWHG 1RQ�ILQDQFLDO 3XEOLF 6HFWRU 8QGHUO\LQJ 2XWOD\V� 5HYHQXH DQG 8QGHUO\LQJ 'HILFLW

E\ /HYHO RI *RYHUQPHQW DV D 3HUFHQWDJH RI *'3

&RPPRQZHDOWK 6WDWH�ORFDO &RQVROLGDWHG 3XEOLF 6HFWRU

2XWOD\V�D� 5HYHQXH 8QGHUO\LQJ

'HILFLW�D�

2XWOD\V�D� 2ZQ 6RXUFH

5HYHQXH

*UDQWV

5HFHLYHG

7RWDO

5HYHQXH

8QGHUO\LQJ

'HILFLW�D�

2XWOD\V

�D��E�

5HYHQXH�E� 8QGHUO\LQJ

'HILFLW�D�

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

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

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

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

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

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

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

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

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

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

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

��������H� ���� ���� ���� QD QD QD QD ��� QD QD ����

��������H� QD QD ���� QD QD QD QD ��� QD QD ����

��������H� QD QD ���� QD QD QD QD ���� QD QD ����

��������H� QD QD ���� QD QD QD QD ���� QD QD ����

��������H� QD QD ���� QD QD QD QD ���� QD QD ����

�D� 7KH GHILFLW LQ WKLV WDEOH LV WKH XQGHUO\LQJ GHILFLW RXWOLQHG LQ $SSHQGL[ &� 7KH RXWOD\V DQG XQGHUO\LQJ GHILFLW PHDVXUHV DEVWUDFW IURP QHW DGYDQFHV�

�E� &RPSRQHQWV GR QRW VXP WR WRWDOV GXH WR FRQVROLGDWLRQ RI WUDQVIHUV EHWZHHQ VHFWRUV�

�H� 7UHDVXU\ HVWLPDWHV EDVHG RQ DYDLODEOH LQIRUPDWLRQ�
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7DEOH %�� *HQHUDO *RYHUQPHQW 8QGHUO\LQJ 2ZQ 3XUSRVH 2XWOD\V

E\ /HYHO RI *RYHUQPHQW

&RPPRQZHDOWK 6WDWH�ORFDO

$m 3HU FHQW RI *'3 $m 3HU FHQW RI *'3

������� ����� ���� ����� ����

������� ����� ���� ����� ����

������� ����� ���� ����� ����

������� ����� ���� ����� ����

������� ����� ���� ����� ����

������� ����� ���� ����� ����

������� ����� ���� ����� ����

������� ����� ���� ����� ����

������� ������ ���� ����� ����

������� ������ ���� ����� ����

������� ������ ���� ����� ����

��������H� ������ ���� QD ����

��������H� QD ���� QD ����

��������H� QD ���� QD ����

��������H� QD ���� QD ����

��������H� QD ���� QD ����

�H� 7UHDVXU\ HVWLPDWHV EDVHG RQ DYDLODEOH LQIRUPDWLRQ�
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7DEOH %�� *HQHUDO *RYHUQPHQW 1HW ,QWHUHVW 2XWOD\V E\ /HYHO RI *RYHUQPHQW

&RPPRQZHDOWK 6WDWH�ORFDO

$m 3HU FHQW RI *'3 $m 3HU FHQW RI *'3

������� ���� ���� ��� ���

������� ���� ���� ��� ���

������� ���� ���� ��� ���
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������� ���� ��� ���� ���
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7DEOH %�� 1RQ�ILQDQFLDO 3XEOLF 6HFWRU 1HW 'HEW

*HQHUDO *RYHUQPHQW 37( 6HFWRU 3XEOLF 6HFWRU

&RPPRQZHDOWK 6WDWH�ORFDO &RQVROLGDWHG�D�

3HU FHQW 3HU FHQW 3HU FHQW 3HU FHQW 3HU FHQW

$m RI *'3 $m RI *'3 $m RI *'3 $m RI *'3 $m RI *'3

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

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

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

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

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

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

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

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

��������H� ����� ���� QD ��� QD ���� QD ��� QD ����

��������H� ����� ��� QD ��� QD ���� QD ��� QD ����

��������H� ����� ��� QD ��� QD ��� QD ��� QD ����

��������H� ����� ��� QD ��� QD ��� QD ��� QD ����

��������H� ����� ���� QD ��� QD ��� QD ��� QD ���

�D� ,QFOXGHV XQLYHUVLWLHV�

�H� 7UHDVXU\ HVWLPDWHV EDVHG RQ DYDLODEOH LQIRUPDWLRQ�
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$SSHQGL[�&���6WDWLVWLFDO�1RWHV

7KH $%6 LV LQ WKH SURFHVV RI FKDQJLQJ WKH *)6 WR DQ DFFUXDO IUDPHZRUN� ZLWK WKH ILUVW

DFFUXDO *)6 GDWD OLNHO\ WR EH DYDLODEOH LQ PLG������ +RZHYHU� DV FRQVLVWHQW DFFUXDOV GDWD

DUH QRW \HW DYDLODEOH IRU DOO MXULVGLFWLRQV� GDWD LQ 3DUW ,,, RI WKLV VWDWHPHQW �7UHQGV LQ

1RQ�ILQDQFLDO 3XEOLF 6HFWRU &DVK %DODQFHV� DUH RQ D FDVK EDVLV�

0($685(6 2) 7+( &$6+ 81'(5/<,1* '(),&,7

7KH XQGHUO\LQJ FDVK GHILFLW PHDVXUH XVHG WKURXJKRXW WKLV 6WDWHPHQW LV GHILQHG DV FDVK

RXWOD\V PLQXV FDVK UHYHQXH� DGMXVWHG IRU QHW DGYDQFHV� 7KH ODWWHU FRPSULVH WUDQVDFWLRQV LQ

ILQDQFLDO DVVHWV XQGHUWDNHQ IRU SROLF\ SXUSRVHV ³ LH QHW SROLF\ OHQGLQJ �QHZ SROLF\ ORDQV

DQG DGYDQFHV OHVV UHSD\PHQWV� DQG QHW HTXLW\ WUDQVDFWLRQV �LQMHFWLRQV�SXUFKDVHV RI HTXLW\

OHVV HTXLW\ VDOHV��

3ULRU WR �������� WR PDLQWDLQ FRQVLVWHQF\ ZLWK WKH QHW OHQGLQJ FRQFHSW LQ WKH QDWLRQDO

DFFRXQWV� WKH PHDVXUH RI WKH JHQHUDO JRYHUQPHQW VHFWRU FDVK XQGHUO\LQJ GHILFLW XVHG LQ

WKLV 6WDWHPHQW LV QRW DGMXVWHG IRU LQFUHDVHV LQ SURYLVLRQV� 6XEVHTXHQW WR �������� LQ OLQH

ZLWK WKH 6\VWHP RI 1DWLRQDO $FFRXQWV� ���� �61$���� WKH FDVK XQGHUO\LQJ GHILFLW LV GHILQHG DV

XQGHUO\LQJ RXWOD\V PLQXV UHYHQXH� PLQXV QHW LQFUHDVH LQ SURYLVLRQV� )RU RWKHU VHFWRUV

LQFUHDVHV LQ SURYLVLRQV KDYH FRQVLVWHQWO\ EHHQ UHPRYHG LQ OLQH ZLWK WKH $%6 VWDQGDUG�

7KLV FKDQJH PDLQO\ DIIHFWV WKH GDWD IRU WKH &RPPRQZHDOWK JHQHUDO JRYHUQPHQW� ZKLFK

PDNHV VLJQLILFDQW SURYLVLRQV IRU 6XSHUDQQXDWLRQ SD\PHQWV WR WKH 37( VHFWRU�

8S XQWLO ������� WKH $%6 GHILQHG WKH GHILFLW LQ KHDGOLQH WHUPV �RXWOD\V OHVV UHYHQXH OHVV

LQFUHDVH LQ SURYLVLRQV�� 6LQFH WKDW WLPH WKH $%6 GHILFLW KDV EHHQ GHILQHG LQ XQGHUO\LQJ

WHUPV DV RXWOD\V �H[FOXGLQJ QHW DGYDQFHV� OHVV UHYHQXH OHVV LQFUHDVH LQ SURYLVLRQV� 7KLV LV

DFKLHYHG E\ UHFODVVLI\LQJ QHW DGYDQFHV IURP FDSLWDO RXWOD\V WR ILQDQFLQJ WUDQVDFWLRQV�

$OWKRXJK DQ $%6 KHDGOLQH GHILFLW LV QR ORQJHU SXEOLVKHG� LW FDQ EH UHDGLO\ GHULYHG IURP

SXEOLVKHG GDWD�

&$6+ 2:1 385326( 287/$<6

7KH DGMXVWHG PHDVXUH RI &RPPRQZHDOWK JHQHUDO JRYHUQPHQW FDVK RZQ SXUSRVH RXWOD\V

XVHG LQ WKLV 6WDWHPHQW FRPSULVHV FDVK XQGHUO\LQJ RXWOD\V DGMXVWHG PDLQO\ WR H[FOXGH

&RPPRQZHDOWK SD\PHQWV WR WKH 6WDWHV RWKHU WKDQ VSHFLILF SXUSRVH SD\PHQWV PDGH

¶WKURXJK· WKH 6WDWHV� 7KLV GLIIHUV IURP WKH $%6 PHDVXUH ZKLFK H[FOXGHV DOO SD\PHQWV WR

WKH 6WDWHV�

6SHFLILFDOO\� WKH $%6 PHDVXUH H[FOXGHV DOO SD\PHQWV WR RWKHU OHYHOV RI JRYHUQPHQW DQG

37(V DQG 3)(V� VXFK DV JHQHUDO UHYHQXH DVVLVWDQFH� VSHFLILF SXUSRVH SD\PHQWV DQG

DGYDQFHV DQG VXEVLGLHV� WRJHWKHU ZLWK LQWHUHVW SD\PHQWV RQ ERUURZLQJV XQGHUWDNHQ RQ

WKHLU EHKDOI� 7KH DGMXVWHG PHDVXUH DGGV EDFN LQ WR &RPPRQZHDOWK RXWOD\V VSHFLILF

SXUSRVH SD\PHQWV ¶WKURXJK· WKH 6WDWHV �RWKHU WKDQ WKRVH IRU ORFDO JRYHUQPHQW SXUSRVHV�
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DV WKHVH SD\PHQWV DUH JHQHUDOO\ QRW IRU 6WDWH�OLNH SXUSRVHV� $ FRUUHVSRQGLQJ DGMXVWPHQW LV

PDGH WR WKH 6WDWH�ORFDO VHULHV� 7KH DGMXVWHG PHDVXUH DOVR UHPRYHV 6WDWH ILVFDO

FRQWULEXWLRQV IURP WKH GDWD RQ JUDQWV WR WKH 6WDWHV�

7KH DGMXVWHG PHDVXUHV IRU ERWK WKH &RPPRQZHDOWK DQG WKH 6WDWH�ORFDO OHYHOV DEVWUDFW

IURP DOO QHW DGYDQFHV� 7KH\ DUH WKXV FRQVLVWHQW ZLWK PHDVXUHV RI WKH XQGHUO\LQJ GHILFLW LQ�

IRU H[DPSOH� UHPRYLQJ WKH LPSDFW RI HTXLW\ DVVHW VDOHV ZKLFK ZRXOG RWKHUZLVH EH LQFOXGHG

DV RIIVHWV WR RXWOD\V�

*29(510(17 ),1$1&( 67$7,67,&6

'DWD XVHG LQ WKLV 6WDWHPHQW UHFRJQLVHV WKH UHFHQW FKDQJHV PDGH E\ WKH $%6 WR EULQJ LWV

*)6 UHSRUWLQJ LQWR OLQH ZLWK 61$���

)URP ������� WKH 6WDWH FHQWUDO ERUURZLQJ DXWKRULWLHV �&%$V� KDYH EHHQ UHFODVVLILHG IURP

WKH JHQHUDO JRYHUQPHQW VHFWRU WR WKH SXEOLF ILQDQFLDO HQWHUSULVH �3)(� VHFWRU� 7KLV FKDQJH

UHFRJQLVHV WKDW� ZKLOH &%$V FRQWLQXH WR FDUU\ RXW ILQDQFLDO LQWHUPHGLDWLRQ DFWLYLWLHV RQ

EHKDOI RI WKH JHQHUDO JRYHUQPHQW VHFWRU� WKHLU UROH LV QRZ EURDGHU DQG PRUH FRPPHUFLDO

LQ QDWXUH� ,Q OLQH ZLWK WKH QHZ $%6 FODVVLILFDWLRQ� &%$V DUH H[FOXGHG IURP JHQHUDO

JRYHUQPHQW GHILFLWV DQG QHW GHEW SUHVHQWHG LQ WKLV 6WDWHPHQW�

7KH UHFODVVLILFDWLRQ RI &%$V LV EHLQJ LPSOHPHQWHG DV SDUW RI DQ H[WHQVLRQ RI WKH VFRSH RI

*)6 WR LQFOXGH 3)(V LQ RUGHU WR SURYLGH D PRUH FRPSOHWH FRYHUDJH RI WKH SXEOLF VHFWRU�

7KLV ZLOO HQVXUH WKDW &%$V UHPDLQ ZLWKLQ *)6� ,W ZLOO DOVR PDNH *)6 FRQVLVWHQW LQ VFRSH

ZLWK WKH QHZ DFFRXQWLQJ VWDQGDUG IRU WKH ZKROH RI JRYHUQPHQW DFFRXQWV �$$6����

+RZHYHU WKH DQDO\VLV RI WKH SXEOLF VHFWRU LQ WKLV 6WDWHPHQW H[FOXGHV 3)(V� LQ OLQH ZLWK

FXUUHQW 8QLIRUP 3UHVHQWDWLRQ )UDPHZRUN UHSRUWLQJ UHTXLUHPHQWV�

7KH ������� *RYHUQPHQW )LQDQFLDO (VWLPDWHV SXEOLFDWLRQ �&DW� 1R� ������� DOVR VDZ WKH

UHFODVVLILFDWLRQ RI UHJXODWRU\ IHHV DQG RWKHU ILQHV RXW RI WKH EURDGHU WD[HV� IHHV DQG ILQHV

FDWHJRU\ XVHG LQ SUHYLRXV \HDUV� 5HJXODWRU\ IHHV ZHUH UHFODVVLILHG DV XVHU FKDUJHV� WKHUHE\

UHGXFLQJ WD[HV DQG JHQHUDO JRYHUQPHQW ILQDO FRQVXPSWLRQ H[SHQGLWXUH� )LQHV ZHUH SODFHG

LQWR RWKHU FXUUHQW UHYHQXH� HIIHFWLYHO\ UHGXFLQJ WD[HV DQG LQFUHDVLQJ RWKHU UHYHQXH�
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$SSHQGL[�'���$OWHUQDWLYH�&RPPRQZHDOWK
%XGJHW�3UHVHQWDWLRQV

&RPPRQZHDOWK &ODVVLILFDWLRQ &RQFHSWV DQG ,VVXHV

&RPPRQZHDOWK %XGJHW ILQDQFLDO VWDWHPHQWV KDYH EHHQ SUHSDUHG RQ DQ DFFUXDO EDVLV LQ

DFFRUGDQFH ZLWK DSSOLFDEOH $XVWUDOLDQ $FFRXQWLQJ 6WDQGDUGV�

&RQVLVWHQW ZLWK FRPPHUFLDO SUDFWLFH� WKH %XGJHW ILQDQFLDO VWDWHPHQWV DUH XQDXGLWHG�

+RZHYHU� WKH *RYHUQPHQW KDV UHOHDVHG DXGLWHG &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWV RQ DQ

DFFUXDOV EDVLV IRU WKH \HDUV ������� DQG ������� DQG XQDXGLWHG )LQDQFLDO 6WDWHPHQWV

IRU ������� DQG �������� $XGLWHG )LQDQFLDO 6WDWHPHQWV IRU ������� ZLOO EH UHOHDVHG ODWHU

LQ WKH \HDU�

7KH &RPPRQZHDOWK� 6WDWHV DQG 7HUULWRULHV KDYH DQ DJUHHG IUDPHZRUN ³ WKH 8QLIRUP

3UHVHQWDWLRQ )UDPHZRUN �83)� ³ IRU WKH FRQVLVWHQW SUHVHQWDWLRQ RI JRYHUQPHQW ILQDQFLDO

LQIRUPDWLRQ RQ D *)6 EDVLV� 7KH H[LVWLQJ 83) SUHVHQWDWLRQ LV RQ D FDVK *)6 DFFRXQWLQJ

EDVLV� +RZHYHU� WKH 83) ZLOO EH UHYLHZHG WKLV \HDU DV PRVW MXULVGLFWLRQV PRYH WR DQ

DFFUXDO HQYLURQPHQW DQG WR HQVXUH FRQVLVWHQF\ ZLWK WKH DFFUXDO *)6 IUDPHZRUN EHLQJ

LQWURGXFHG E\ WKH $%6 IURP PLG ����� 7KH GDWD SURYLGHG LQ 3DUW , RI WKLV DSSHQGL[ DUH

FRQVLVWHQW ZLWK WKH QHZ DFFUXDO *)6 IUDPHZRUN� $ WDEOH RI EURDG OHYHO DJJUHJDWH GDWD RQ

D FDVK *)6 EDVLV IRU WKH &RPPRQZHDOWK JHQHUDO JRYHUQPHQW VHFWRU LV DOVR LQFOXGHG LQ

3DUW ,, RI WKLV DSSHQGL[�

&RQVLVWHQF\ ZLWK ([WHUQDO 5HSRUWLQJ 6WDQGDUGV

7KH &KDUWHU RI %XGJHW +RQHVW\ $FW ���� UHTXLUHV WKDW WKH EXGJHW EH EDVHG RQ H[WHUQDO

UHSRUWLQJ VWDQGDUGV DQG WKDW GHSDUWXUHV IURP DSSOLFDEOH H[WHUQDO UHSRUWLQJ VWDQGDUGV EH

LGHQWLILHG�

7KH PDMRU H[WHUQDO VWDQGDUGV XVHG LQ WKLV EXGJHW DUH $XVWUDOLDQ $FFRXQWLQJ 6WDQGDUGV DQG

WKH QHZ DFFUXDO *)6 IUDPHZRUN EHLQJ LQWURGXFHG E\ WKH $%6 WKLV \HDU WR PHHW HPHUJLQJ

QHZ GRPHVWLF DQG LQWHUQDWLRQDO DFFRXQWLQJ VWDQGDUGV IRU WKH SXEOLF VHFWRU�

,Q DGGLWLRQ� QRQ�DFFRXQWLQJ VWDQGDUG FODVVLILFDWLRQV KDYH EHHQ XVHG LQ GLIIHUHQW VHFWLRQV

RI WKH EXGJHW� ¶2XWFRPHV· LV D &RPPRQZHDOWK FODVVLILFDWLRQ IUDPHZRUN WKDW LQGLFDWHV WKH

UHVXOWV� LPSDFWV RU FRQVHTXHQFHV RI DJHQF\·V DFWLYLWLHV� )XQFWLRQDO FODVVLILFDWLRQV XVHG LQ

VRPH WDEOHV DUH EDVHG RQ VWDQGDUGV PDLQWDLQHG E\ WKH $%6� EXW KDYH EHHQ H[WHQGHG LQ

VRPH FDVHV WR SURYLGH JUHDWHU GHWDLO�

$FFUXDO *RYHUQPHQW )LQDQFH 6WDWLVWLFV )UDPHZRUN

)URP ���� RQZDUGV WKH $%6 LV FKDQJLQJ LWV UHFRUGLQJ RI JRYHUQPHQW ILQDQFH

VWDWLVWLFV �*)6� IURP D FDVK DFFRXQWLQJ WR DQ DFFUXDO DFFRXQWLQJ EDVLV�
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7KLV QHZ *)6 IUDPHZRUN UHIOHFWV WKH SULQFLSOHV FRQWDLQHG LQ WKH LQWHUQDWLRQDO VWDQGDUGV

VHW RXW LQ WKH 8QLWHG 1DWLRQV· $ 6\VWHP RI 1DWLRQDO $FFRXQWV� ���� �61$���� 7KH ILUVW

SUHVHQWDWLRQ E\ WKH $%6 RI SXEOLF ILQDQFH VWDWLVWLFV RQ DQ DFFUXDO DFFRXQWLQJ EDVLV LV

H[SHFWHG WR EH LQ WKHLU LVVXH RI *RYHUQPHQW )LQDQFH 6WDWLVWLFV� $XVWUDOLD �&DW� 1R� �������

IRU �������� ZKLFK LV SODQQHG IRU UHOHDVH LQ -XO\ �����

$FFUXDO UHFRUGLQJ RI *)6 ZLOO FRYHU VRPH ILQDQFLDO LWHPV RI VLJQLILFDQW VL]H ZKLFK DUH QRW

LQFOXGHG LQ FDVK�EDVHG VWDWLVWLFV EHFDXVH WKH\ GR QRW KDYH DQ DVVRFLDWHG FDVK IORZ� 7KHVH

LQFOXGH LQFUHDVHV LQ D JRYHUQPHQW·V XQIXQGHG VXSHUDQQXDWLRQ OLDELOLW\ DQG SURYLVLRQV IRU

WKH GHSUHFLDWLRQ RI LWV FDSLWDO DVVHWV� 7KH LQFOXVLRQ RI WKHVH W\SHV RI WUDQVDFWLRQV ZLOO

HQDEOH D PRUH FRPSOHWH DQDO\VLV RI D JRYHUQPHQW·V ILQDQFLDO VLWXDWLRQ�

7KH DFFUXDO *)6 ZLOO LQFOXGH WDEOHV RQ ERWK D VWRFN DQG IORZ EDVLV� 7KH RSHUDWLQJ

VWDWHPHQW ORRNV DW IORZV RI DFFUXDO UHYHQXH DQG H[SHQVHV� DQG DOVR ORRNV DW FKDQJHV LQ

ILQDQFLDO DQG QRQ�ILQDQFLDO DVVHWV� 7KH FDVK IORZ VWDWHPHQW FRQVLGHUV D MXULVGLFWLRQ·V FDVK

UHFHLSWV DQG SD\PHQWV� DV ZHOO DV RWKHU FDVK IORZV IURP LQYHVWPHQWV� 7KH FDVK GHILFLW

SUHVHQWHG LQ WKLV VWDWHPHQW LV WKH VDPH DV WKH FDVK XQGHUO\LQJ GHILFLW JHQHUDWHG XQGHU WKH

FDVK *)6� 7KH EDODQFH VKHHW ORRNV DW VWRFNV RI ILQDQFLDO DQG QRQ�ILQDQFLDO DVVHWV DQG

OLDELOLWLHV�

7KH DFFUXDO *)6 ZLOO KDYH D QXPEHU RI QHZ VXPPDU\ PHDVXUHV� LQFUHDVH LQ QHW DVVHWV� WKH

QHW RSHUDWLQJ UHVXOW� DQG ILVFDO EDODQFH �QHW OHQGLQJ��

,QFUHDVH LQ QHW DVVHWV� RU LQFUHDVH LQ QHW ZRUWK� LV GHILQHG DV WKH LQFUHDVH LQ D MXULVGLFWLRQ·V

QHW DVVHWV SRVLWLRQ� LQFOXGLQJ DQ\ FKDQJH LQ QRQ�ILQDQFLDO DVVHWV� ,QFUHDVH LQ QHW DVVHWV PD\

HLWKHU EH UHDG RII WKH 2SHUDWLQJ 6WDWHPHQW� DV QHW LQFUHDVH LQ QRQ�ILQDQFLDO DVVHWV SOXV QHW

LQFUHDVH LQ ILQDQFLDO DVVHWV DQG OLDELOLWLHV� RU GHULYHG IURP WKH %DODQFH 6KHHW� DV HQG�RI�\HDU

QHW DVVHWV PLQXV EHJLQQLQJ�RI�\HDU QHW DVVHWV�

7KH QHW RSHUDWLQJ UHVXOW LV GHILQHG DV WKH LQFUHDVH LQ QHW DVVHWV OHVV UHYDOXDWLRQV RI

ILQDQFLDO DVVHWV DQG QRQ�ILQDQFLDO DVVHWV DQG OLDELOLWLHV� &RQFHSWXDOO\� WKH QHW RSHUDWLQJ

UHVXOW PD\ DOVR EH YLHZHG DV WKH H[FHVV RI UHYHQXH RYHU H[SHQVHV� PHDVXUHG RQ DQ DFFUXDOV

EDVLV�

7KH ILVFDO EDODQFH LV GHILQHG DV WKH QHW RSHUDWLQJ UHVXOW OHVV QHW FDSLWDO IRUPDWLRQ SOXV

RWKHU PRYHPHQWV LQ QRQ�ILQDQFLDO DVVHWV� 7KH ILVFDO EDODQFH LV HIIHFWLYHO\ D PHDVXUH RI

JRYHUQPHQW QHW OHQGLQJ� WKH JDS EHWZHHQ JRYHUQPHQW VDYLQJV DQG LQYHVWPHQW� ,W

PHDVXUHV WKH JRYHUQPHQW·V QHW FDOO RQ RWKHU VHFWRUV LQ WKH HFRQRP\� DQG VR FRUUHVSRQGV

WR WKH JRYHUQPHQW·V GLUHFW FRQWULEXWLRQ WR WKH FXUUHQW DFFRXQW GHILFLW�

&RPSDULVRQ EHWZHHQ *)6 DQG DFFRXQWLQJ VWDQGDUGV

7KHUH LV D JHQHUDO FRQVLVWHQF\ RI WUHDWPHQW EHWZHHQ *)6 DQG DFFRXQWLQJ VWDQGDUGV� *)6

DQG $$6�� GHILQLWLRQV RI WKH VFRSH RI WKH SXEOLF VHFWRU DJUHH LQ DOPRVW DOO FDVHV� $$6��

DOVR UHFRPPHQGV WKDW IRU SUHVHQWDWLRQDO SXUSRVHV� WKH SXEOLF VHFWRU EH VHJPHQWHG LQWR

WKH VXEVHFWRUV UHTXLUHG IRU *)6 SXUSRVHV RQ WKH EDVLV RI *)6 VWDQGDUGV�
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7UDQVDFWLRQV DUH JHQHUDOO\ WUHDWHG LQ D VLPLODU PDQQHU E\ *)6 DQG DFFRXQWLQJ VWDQGDUGV�
6RPH RI WKH PDMRU GLIIHUHQFHV LQ WKH ZD\ WKDW *)6 WUHDW WUDQVDFWLRQV DUH LQFOXGHG
LQ 7DEOH '��

7DEOH '�� 'LIIHUHQFHV EHWZHHQ $$6�� DQG *)6 $FFUXDO $FFRXQWLQJ

6WDQGDUGV

,VVXH $$6�� 7UHDWPHQW *)6 7UHDWPHQW

3URYLVLRQV IRU EDG DQG GRXEWIXO

GHEWV�

7UHDWHG DV SDUW RI RSHUDWLQJ

H[SHQVHV�

7UHDWHG DV LQWHUQDO ¶ERRN

NHHSLQJ· HQWULHV DQG UHPRYHG

IURP RSHUDWLQJ H[SHQVHV�

3URILW�ORVV RQ VDOH RI DVVHWV� 7UHDWHG DV SDUW RI RSHUDWLQJ

UHYHQXHV�H[SHQVHV� SRVVLEO\ DV

DEQRUPDO JDLQV�ORVVHV�

7UHDWHG DV UHYDOXDWLRQV DQG

WKHUHIRUH UHPRYHG IURP

RSHUDWLQJ UHYHQXHV�H[SHQVHV�

$EQRUPDO LWHPV 0RVW DEQRUPDO LWHPV ZLOO EH

UHFRUGHG EHORZ WKH RSHUDWLQJ

UHVXOW� DOWKRXJK VRPH �HJ

FKDQJHV WR WKH RXWVWDQGLQJ

VXSHUDQQXDWLRQ OLDELOLW\ GXH WR

UHYLVHG DVVXPSWLRQV� ZRXOG EH

UHFRUGHG DERYH WKH OLQH�

$EQRUPDO LWHPV DUH FRQVLGHUHG

RQ DQ LQGLYLGXDO EDVLV WR

DVFHUWDLQ ZKHWKHU LW LV DQ

HFRQRPLF WUDQVDFWLRQ DQG LQ

ZKLFK SHULRG WKH WUDQVDFWLRQ

DSSOLHV�

,I LW LV WUHDWHG DV DQ HFRQRPLF

WUDQVDFWLRQ� LW LPSDFWV RQ *)6

RSHUDWLQJ UHVXOW�

%HQHILWV WR KRXVHKROGV LQ JRRGV

DQG VHUYLFHV �VRFLDO WUDQVIHUV LQ

NLQG� FRPSRQHQW RI SHUVRQDO

EHQHILWV SD\PHQWV�

$OO SHUVRQDO EHQHILWV SD\PHQWV

DUH WUHDWHG DV WUDQVIHUV LQ

RSHUDWLQJ H[SHQVHV�

7KLV FRPSRQHQW RI SHUVRQDO

EHQHILWV SD\PHQWV LV WUHDWHG DV

SDUW RI RWKHU H[SHQVHV LQ WKH

RSHUDWLQJ VWDWHPHQW�

5HJXODWRU\ )HHV ,QFOXGHG LQ WD[DWLRQ UHYHQXH DV

¶)LQHV DQG UHJXODWRU\ IHHV·�

7UHDWHG DV XVHU FKDUJHV DQG

LQFOXGHG LQ WKH ¶6DOHV RI *RRGV

DQG 6HUYLFHV· FRPSRQHQW RI

QRQ�WD[DWLRQ UHYHQXH�

)LQHV ,QFOXGHG LQ WD[DWLRQ UHYHQXH DV

¶)LQHV DQG UHJXODWRU\ IHHV�

7UHDWHG DV WUDQVIHU LQFRPH DV

SDUW RI QRQ�WD[DWLRQ UHYHQXH�

)LQDQFH /HDVHV 7UHDW ILQDQFH OHDVHV DV LI DQ DVVHW

ZHUH SXUFKDVHG IURP ERUURZLQJV

LH WKH OHDVH SD\PHQW LV VSOLW LQWR

DQ LQWHUHVW FRPSRQHQW �ZKLFK LV

VKRZQ DV DQ RSHUDWLQJ H[SHQVH�

DQG D SULQFLSDO FRPSRQHQW�

7KH DVVHW DQG WKH OLDELOLW\ DUH

UHFRUGHG RQ WKH EDODQFH VKHHW�

+RZHYHU� WKLV FRQYHQWLRQ GRHV

QRW DSSO\ WR WKH FDVK IORZ

VWDWHPHQW� ZKLFK GRHV QRW UHFRUG

WKH DFTXLVLWLRQ RI WKH DVVHW RU WKH

OLDELOLW\�

$V SHU WKH DFFRXQWLQJ VWDQGDUG�

H[FHSW WKDW WKH *)6 FDVK IORZ

VWDWHPHQW LQFOXGHV WKH

DFTXLVLWLRQ RI WKH DVVHW DQG WKH

OLDELOLW\�

6WDWHPHQW � SURYLGHV D UHFRQFLOLDWLRQ EHWZHHQ WKLV \HDU·V &RPPRQZHDOWK JHQHUDO
JRYHUQPHQW *)6 DQG $$6�� RSHUDWLQJ UHVXOWV�
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6HFWRUDO &ODVVLILFDWLRQV

,Q DFFRUGDQFH ZLWK $$6��� &RPPRQZHDOWK EXGJHW DQG RWKHU ILQDQFLDO GRFXPHQWDWLRQ

QRZ FODVVLI\ DJHQFLHV DFFRUGLQJ WR WKHLU LQVWLWXWLRQDO VHFWRU� ,QVWLWXWLRQDO VHFWRU LV D

FRQFHSW XVHG LQ *)6 DQG QDWLRQDO DFFRXQWV VWDWLVWLFV� 7KH WKUHH VHFWRUV FRQVWLWXWLQJ WKH

&RPPRQZHDOWK SXEOLF VHFWRU DUH�

x *HQHUDO *RYHUQPHQW�

x 3XEOLF 7UDGLQJ (QWHUSULVHV� DQG

x 3XEOLF )LQDQFLDO (QWHUSULVHV�

$JHQFLHV EHORQJLQJ WR WKH &RPPRQZHDOWK JHQHUDO JRYHUQPHQW VHFWRU IDOO ZLWKLQ WKH

VFRSH RI WKH EXGJHW ILQDQFLDO VWDWHPHQWV� 'DWD LV DOVR SURGXFHG LQ WKLV 6WDWHPHQW� IRU WKH

&RPPRQZHDOWK 37( DQG FRQVROLGDWHG QRQ�ILQDQFLDO VHFWRUV� RQ D *)6 FRQVLVWHQW EDVLV LQ

WKLV DSSHQGL[�

7KH SULPDU\ IXQFWLRQ RI WKH JHQHUDO JRYHUQPHQW VHFWRU LV WR SURYLGH SXEOLF VHUYLFHV WKDW

DUH PDLQO\ QRQ�PDUNHW LQ QDWXUH� DUH PDLQO\ IRU WKH FROOHFWLYH FRQVXPSWLRQ RI WKH

FRPPXQLW\� LQYROYH WKH WUDQVIHU RU UHGLVWULEXWLRQ RI LQFRPH� DQG DUH ILQDQFHG PDLQO\

WKURXJK WD[HV DQG RWKHU FRPSXOVRU\ OHYLHV� ([DPSOHV RI DJHQFLHV WKDW EHORQJ WR WKH

&RPPRQZHDOWK JHQHUDO JRYHUQPHQW VHFWRU DUH� &RPPRQZHDOWK GHSDUWPHQWV� VXFK DV

'HSDUWPHQW RI )LQDQFH DQG $GPLQLVWUDWLRQ� 'HSDUWPHQW RI )DPLO\ DQG &RPPXQLW\

6HUYLFHV� DQG 'HSDUWPHQW RI 9HWHUDQV· $IIDLUV� DQG DXWKRULWLHV� VXFK DV WKH $%& DQG

&6,52�

37(V DUH JRYHUQPHQW FRQWUROOHG HQWHUSULVHV ZKLFK KDYH D SULPDU\ IXQFWLRQ RI SURYLGLQJ

JRRGV DQG VHUYLFHV ZKLFK DUH PDLQO\ PDUNHW� QRQ�UHJXODWRU\ DQG QRQ�ILQDQFLDO LQ QDWXUH�

ILQDQFHG PDLQO\ WKURXJK VDOHV WR WKH FRQVXPHUV RI WKHVH JRRGV DQG VHUYLFHV� ([DPSOHV DUH

7HOVWUD DQG $XVWUDOLD 3RVW�

3)(V DUH HQWHUSULVHV ZKLFK DUH JRYHUQPHQW FRQWUROOHG DQG ZKLFK SHUIRUP FHQWUDO EDQN

IXQFWLRQV� DFFHSW GHPDQG� WLPH RU VDYLQJV GHSRVLWV RU KDYH WKH DXWKRULW\ WR LQFXU OLDELOLWLHV

DQG DFTXLUH ILQDQFLDO DVVHWV LQ WKH PDUNHW RQ WKHLU RZQ DFFRXQW� ([DPSOHV DUH WKH 5HVHUYH

%DQN RI $XVWUDOLD DQG 0HGLEDQN 3ULYDWH /WG�

&ODVVLILFDWLRQ RI DJHQFLHV LQ EXGJHW GRFXPHQWDWLRQ LV FRQVLVWHQW ZLWK $%6 FODVVLILFDWLRQ RI

DJHQFLHV� :KHUH DQ DJHQF\·V RSHUDWLRQV FKDQJH PDWHULDOO\ �HJ DV D UHVXOW RI

FRUSRUDWLVDWLRQ�� LWV VHFWRU FODVVLILFDWLRQ LV UHYLHZHG LQ FRQMXQFWLRQ ZLWK WKH $%6� 7KLV

SURFHVV KDV OHG WR D VPDOO QXPEHU RI DJHQFLHV EHLQJ UHFODVVLILHG WR D GLIIHUHQW VHFWRU LQ

EXGJHW GRFXPHQWDWLRQ�

7KH WHUP JRYHUQPHQW EXVLQHVV HQWHUSULVH �*%(� LV QRW D *)6 FRQFHSW EXW LV XVHG E\ WKH

&RPPRQZHDOWK WR GHVFULEH D JURXS RI FRPSDQLHV DQG DXWKRULWLHV� ORFDWHG PDLQO\ LQ WKH

37( DQG 3)( VHFWRUV� ZKLFK WUDGH JRRGV DQG�RU VHUYLFHV LQ WKH PDUNHW ZLWK D SULPH

REMHFWLYH RI HDUQLQJ D FRPPHUFLDO UHWXUQ� *RYHUQPHQW WUDGLQJ HQWHUSULVHV LV D WHUP XVHG
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LQ WKH &RXQFLO RI $XVWUDOLDQ *RYHUQPHQWV FRQWH[W DQG UHIHUV WR WKH FRPPHUFLDO DFWLYLWLHV
RI WKH &RPPRQZHDOWK� 6WDWHV DQG 7HUULWRULHV�

 7UDQVDFWLRQV EHWZHHQ &RPPRQZHDOWK JHQHUDO JRYHUQPHQW VHFWRU DJHQFLHV ³ VXFK DV
SD\PHQWV RI IULQJH EHQHILWV WD[� FXVWRPV GXW\ DQG LQWHUGHSDUWPHQWDO FKDUJHV ³ DUH
HOLPLQDWHG ZKHQ SUHSDULQJ WKH &RPPRQZHDOWK·V FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV� 2QO\
WUDQVDFWLRQV LQWR DQG RXW RI WKH &RPPRQZHDOWK JHQHUDO JRYHUQPHQW LPSDFW RQ WKH
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV�

3$57 ,���&20021:($/7+ $&&58$/ *29(510(17 ),1$1&(

67$7,67,&6

7KLV VHFWLRQ SUHVHQWV &RPPRQZHDOWK ILQDQFLDO GDWD RQ DQ DFFUXDO *)6 EDVLV� 6WDWLVWLFDO
WDEOHV DUH SUHVHQWHG EHORZ� VKRZLQJ DQ RSHUDWLQJ UHVXOW� FDVK IORZ VWDWHPHQW DQG EDODQFH
VKHHW IRU WKH &RPPRQZHDOWK JHQHUDO JRYHUQPHQW� 37( DQG FRQVROLGDWHG QRQ�ILQDQFLDO
SXEOLF VHFWRUV� 7KH WDEOHV ZHUH SURGXFHG E\ WKH 'HSDUWPHQW RI )LQDQFH DQG
$GPLQLVWUDWLRQ LQ FRQVXOWDWLRQ ZLWK WKH $%6�
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7RWDO ILQDQFLDO DVVHWV ���� ����

1RQ�ILQDQFLDO DVVHWV

/DQG DQG IL[HG DVVHWV ����� �����

2WKHU QRQ�ILQDQFLDO DVVHWV ���� ����

7RWDO QRQ�ILQDQFLDO DVVHWV ����� �����

7RWDO DVVHWV ����� �����

/LDELOLWLHV

'HSRVLWV KHOG � �

$GYDQFHV UHFHLYHG �� ��

%RUURZLQJ ����� �����

3URYLVLRQV �RWKHU WKDQ GHSUHFLDWLRQ DQG EDG GHEWV� ���� ����

2WKHU QRQ�HTXLW\ OLDELOLWLHV ���� ����

7RWDO OLDELOLWLHV ����� �����

1HW DVVHWV ����� �����
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7DEOH '��� 1RQ�)LQDQFLDO 3XEOLF 6HFWRU %DODQFH 6KHHW ��P�

������� �������

1RQ�ILQDQFLDO 3XEOLF 6HFWRU

$VVHWV

)LQDQFLDO DVVHWV

&DVK DQG GHSRVLWV ���� ����

$GYDQFHV SDLG ����� �����

,QYHVWPHQWV� ORDQV DQG SODFHPHQWV ���� ���

2WKHU QRQ�HTXLW\ DVVHWV ���� ����

(TXLW\ ����� �����

7RWDO ILQDQFLDO DVVHWV ����� �����

1RQ�ILQDQFLDO DVVHWV

/DQG DQG IL[HG DVVHWV ����� �����

2WKHU QRQ�ILQDQFLDO DVVHWV ���� ����

7RWDO QRQ�ILQDQFLDO DVVHWV ����� �����

7RWDO DVVHWV ������ ������

/LDELOLWLHV

'HSRVLWV KHOG ��� ���

$GYDQFHV UHFHLYHG � �

%RUURZLQJ ������ �����

3URYLVLRQV �RWKHU WKDQ GHSUHFLDWLRQ DQG EDG GHEWV� ����� �����

2WKHU QRQ�HTXLW\ OLDELOLWLHV ����� �����

7RWDO OLDELOLWLHV ������ ������

1HW DVVHWV ������ ������



����

3$57 ,,���&20021:($/7+ &$6+ *29(510(17 ),1$1&(

67$7,67,&6 7$%/(6

*RYHUQPHQW )LQDQFH 6WDWLVWLFV

7KH 8QLIRUP 3UHVHQWDWLRQ )UDPHZRUN �83)� ZLOO EH UHYLHZHG WKLV \HDU DV PRVW MXULVGLFWLRQV

PRYH WR DQ DFFUXDO HQYLURQPHQW DQG WKH $%6 PRYHV WR LWV QHZ DFFUXDO *)6 IUDPHZRUN�

8QWLO LW LV UHYLHZHG WKH 83) UHPDLQV RQ D FDVK *)6 DFFRXQWLQJ EDVLV�

7KLV VHFWLRQ LQFOXGHV EURDG DJJUHJDWHV RQ D FDVK *)6 EDVLV IRU WKH &RPPRQZHDOWK

JHQHUDO JRYHUQPHQW� 37( DQG FRQVROLGDWHG QRQ�ILQDQFLDO SXEOLF VHFWRUV�

&RQFHSWXDOO\� WKLV GDWD LV FRQVLVWHQW ZLWK FDVK *)6 GDWD UHOHDVHG LQ SUHYLRXV EXGJHW

SDSHUV DQG PLG�\HDU UHSRUWV� +RZHYHU� FKDQJHV WR GDWD VRXUFHV DVVRFLDWHG ZLWK WKH

&RPPRQZHDOWK·V PRYH WR DQ DFFUXDO IUDPHZRUN PD\ OLPLW GLUHFW FRPSDULVRQV ZLWK

SUHYLRXVO\ SXEOLVKHG *)6 GDWD�

:LWK WKH PRYH WR DQ DFFUXDO EXGJHW WKH &RPPRQZHDOWK KDV IRXQG LWVHOI XQDEOH WR

SURGXFH WKH GLVDJJUHJDWHG GDWD GLVSOD\HG LQ WKH FDVK *)6 WDEOHV WR D VDWLVIDFWRU\ GHJUHH RI

DFFXUDF\� $ IXOO UDQJH RI WDEOHV WR PHHW H[LVWLQJ 83) UHTXLUHPHQWV RQ D FDVK *)6

FRQVLVWHQW EDVLV KDYH WKXV QRW EHHQ SURGXFHG� +RZHYHU� WKH &RPPRQZHDOWK KDV

SURGXFHG GHWDLOHG DFFUXDO *)6 GDWD �7DEOHV '� WR '��� 3DUW ,�� 7KLV DSSURDFK LV

FRQVLVWHQW ZLWK WKH &RPPRQZHDOWK·V PRYH WR D FRPSUHKHQVLYH DFFUXDO EXGJHWLQJ

IUDPHZRUN�
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7DEOH '��� &DVK *RYHUQPHQW )LQDQFH 6WDWLVWLFV ��P��D�

*HQHUDO *RYHUQPHQW 3XEOLF 7UDGLQJ (QWHUSULVHV 1RQ�ILQDQFLDO 3XEOLF 6HFWRU

2XWOD\V 5HYHQXH 8QGHUO\LQJ 2XWOD\V 5HYHQXH 8QGHUO\LQJ 2XWOD\V 5HYHQXH 8QGHUO\LQJ

'HILFLW 'HILFLW 'HILFLW

��������H� ������ ������ ����� ���� ���� ���� ������ ������ �����

��������H� ������ ������ ����� ���� ���� ��� ������ ������ �����

��������S� ������ ������ ����� QD QD QD QD QD QD

��������S� ������ ������ ����� QD QD QD QD QD QD

��������S� ������ ������ ������ QD QD QD QD QD QD

�D� 7KHVH GDWD DUH FRQVLVWHQW ZLWK FDVK EDVHG *RYHUQPHQW )LQDQFH 6WDWLVWLFV SXEOLVKHG LQ SUHYLRXV %XGJHW 3DSHUV� 7KH GDWD DUH VRXUFHG IURP WKH UHOHYDQW FRPSRQHQWV
RI WKH DFFUXDO EDVHG *)6 FDVK IORZ VWDWHPHQWV �7DEOHV '�� '� DQG '��� DQG DUH DGMXVWHG WR WDNH DFFRXQW RI FODVVLILFDWLRQ GLIIHUHQFHV EHWZHHQ WKH FDVK *)6 DQG WKH
QHZ DFFUXDO *)6�

�H� HVWLPDWHV
�S� SURMHFWLRQV



����

3$57 ,,,���&20021:($/7+ %8'*(7 6(&725

+LVWRULFDOO\� WKH EXGJHW DQG PLG�\HDU VWDWHPHQWV KDYH PDLQO\ SUHVHQWHG WUDQVDFWLRQV

EHWZHHQ WKH &RPPRQZHDOWK EXGJHW VHFWRU DQG RWKHU VHFWRUV RI WKH HFRQRP\� LQFOXGLQJ

WUDQVDFWLRQV ZLWK QRQ�EXGJHW &RPPRQZHDOWK HQWLWLHV� 7KH &RPPRQZHDOWK EXGJHW VHFWRU

FRQVLVWV RI WKRVH GHSDUWPHQWV DQG DJHQFLHV ZKRVH GD\�WR�GD\ WUDQVDFWLRQV DUH UHFRUGHG LQ

WKH 2IILFLDO &RPPRQZHDOWK 3XEOLF $FFRXQW �&3$�� ZKHWKHU YLD WKH &RQVROLGDWHG

5HYHQXH )XQG� /RDQ )XQG� &RPPHUFLDO $FWLYLWLHV )XQG� RU WKH 5HVHUYHG 0RQH\ )XQG�

7KH GLIIHUHQFH EHWZHHQ WKH JHQHUDO JRYHUQPHQW DQG EXGJHW VHFWRUV OLHV ZLWK

&RPPRQZHDOWK JHQHUDO JRYHUQPHQW DXWKRULWLHV� VXFK DV &6,52 DQG WKH $%&� WKDW

RSHUDWH RXWVLGH WKH &3$ WKURXJK WKHLU RZQ EDQN DFFRXQWV DQG DUH WKXV H[FOXGHG IURP WKH

EXGJHW VHFWRU�

+RZHYHU IURP ���������� ZLWK WKH LQWURGXFWLRQ RI GHYROYHG EDQNLQJ� DOO JHQHUDO

JRYHUQPHQW DJHQFLHV ZLOO EH DEOH WR RSHUDWH RXWVLGH WKH &3$ WKURXJK WKHLU RZQ EDQN

DFFRXQWV�

7KHUHIRUH� LQ IXWXUH \HDUV QR GLVWLQFWLRQ ZLOO EH PDGH EHWZHHQ WKH EXGJHW VHFWRU DQG WKH

JHQHUDO JRYHUQPHQW VHFWRU�

7DEOH '��� 6XPPDU\ RI &RPPRQZHDOWK %XGJHW 6HFWRU $JJUHJDWHV

��������D��H� ��������H� ��������S� ��������S� ��������S�

5HYHQXH �$E� ����� ����� ����� ����� �����

3HU FHQW RI *'3 ���� ���� ���� ���� ����

([SHQVHV �$E� ����� ����� ����� ����� �����

3HU FHQW RI *'3 ���� ���� ���� ���� ����

2SHUDWLQJ 5HVXOW �$E� ��� ��� ��� ��� ����

3HU FHQW RI *'3 ��� ��� ��� ��� ���

&DSLWDO $GMXVWPHQWV �$E� ���� ���� ���� ���� ����

5HYDOXDWLRQV DGMXVWPHQWV �$E� ��� ��� ��� ��� ���

)LVFDO %DODQFH ��� ��� ��� ��� ����

3HU FHQW RI *'3 ��� ��� ��� ��� ���

�D� 8QGHU DFFUXDO EXGJHWLQJ� DJHQFLHV ZLOO EH DSSURSULDWHG IURP ��������� RQ D IXOO DFFUXDO EDVLV� +RZHYHU�

DSSURSULDWLRQV LQ ������� ZHUH RQ D FDVK EDVLV� $V D UHVXOW� GLIIHUHQFHV EHWZHHQ FDVK DQG DFFUXDO H[SHQVHV

LQWURGXFH GLVWRUWLRQV LQ WKH UHODWLYH ILQDQFLDO SRVLWLRQ RI WKH EXGJHW VHFWRU FRPSDUHG ZLWK WKH JHQHUDO

JRYHUQPHQW VHFWRU LQ �������� 7KH GDWD IRU ������� KDYH WKHUHIRUH EHHQ DGMXVWHG WR SDUWO\ FRUUHFW IRU WKLV

GLVWRUWLRQ�

�H� HVWLPDWHV

�S� SURMHFWLRQV
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$SSHQGL[�(��+LVWRULFDO�&RPPRQZHDOWK�*HQHUDO

*RYHUQPHQW�&DVK�'HILFLW�'DWD

7KLV DSSHQGL[ SURYLGHV KLVWRULFDO GDWD DQG IRUZDUG HVWLPDWHV IRU &RPPRQZHDOWK JHQHUDO
JRYHUQPHQW XQGHUO\LQJ RXWOD\V� UHYHQXH DQG XQGHUO\LQJ FDVK GHILFLW�

7DEOH (� SURYLGHV GHWDLOV RI WKH FDVK EXGJHW DJJUHJDWHV IRU WKH SHULRG ������� WR
�������� 7DEOH (� SURYLGHV GHWDLOV RI WD[� QRQ�WD[ DQG WRWDO FDVK UHYHQXH IRU WKH SHULRG
������� WR ��������

&ODVVLILFDWLRQ GLIIHUHQFHV DQG UHYLVLRQV� DV ZHOO DV FKDQJHV WR WKH VWUXFWXUH RI WKH EXGJHW�
FDQ LPSDFW RQ FRPSDULVRQV RYHU VXFK DQ H[WHQGHG SHULRG� )DFWRUV ZKLFK DIIHFW WKH
FRPSDUDELOLW\ RI EXGJHW DJJUHJDWHV EHWZHHQ \HDUV LQFOXGH�

x FODVVLILFDWLRQ GLIIHUHQFHV LQ WKH GDWD UHODWLQJ WR WKH SHULRG SULRU WR ������� PHDQ WKDW
GDWD IRU WKH HDUOLHU SHULRG PD\ QRW EH HQWLUHO\ FRQVLVWHQW ZLWK WKDW IRU ������� DQG
ODWHU \HDUV�

x DGMXVWPHQWV LQ WKH FRYHUDJH RI DJHQFLHV LQFOXGHG LQ WKH DFFRXQWV RI WKH GLIIHUHQW
VHFWRU�

x WKH UHPRYDO RI &HQWUDO %DQNLQJ $XWKRULWLHV IURP WKH *HQHUDO *RYHUQPHQW VHFWRU LQ
�������� DQG VXEVHTXHQW EDFNFDVWLQJ WR DFFRXQW IRU WKLV FKDQJH�

x WKH ������� UHFODVVLILFDWLRQ RI IHHV DQG ILQHV RXW RI WKH EURDGHU WD[HV� IHHV DQG ILQHV
FDWHJRU\ XVHG LQ SUHYLRXV \HDUV�

x WUDQVIHUV RI WD[LQJ SRZHUV EHWZHHQ WKH &RPPRQZHDOWK DQG WKH 6WDWHV�

x RWKHU FKDQJHV LQ ILQDQFLDO DUUDQJHPHQWV EHWZHHQ WKH &RPPRQZHDOWK EXGJHW VHFWRU�
&RPPRQZHDOWK QRQ�EXGJHW VHFWRU DJHQFLHV DQG WKH 6WDWH�ORFDO JRYHUQPHQW VHFWRU�
DQG

x FKDQJHV LQ DUUDQJHPHQWV IRU WUDQVIHU SD\PHQWV ZKHUH WD[ FRQFHVVLRQV RU UHEDWHV DUH
UHSODFHG E\ SD\PHQWV WKURXJK WKH VRFLDO VHFXULW\ V\VWHP� 7KLV KDV WKH HIIHFW RI
LQFUHDVLQJ ERWK FDVK UHYHQXHV DQG RXWOD\V DV FRPSDUHG ZLWK HDUOLHU SHULRGV� EXW QRW
FKDQJLQJ FDVK EDODQFHV� &KDQJHV LQ WKH RSSRVLWH GLUHFWLRQ �WD[ H[SHQGLWXUHV UHSODFLQJ
RXWOD\V� UHGXFH ERWK FDVK RXWOD\V DQG UHYHQXH�

:KLOH DSSUR[LPDWH DGMXVWPHQWV FDQ EH PDGH WR LGHQWLI\ WUHQGV LQ EXGJHW DJJUHJDWHV RQ D
JHQHUDOO\ FRQVLVWHQW EDVLV� WKH IXUWKHU EDFN WKLV DQDO\VLV LV WDNHQ� WKH OHVV PDQDJHDEOH WKDW
WDVN EHFRPHV�

$ GHWDLOHG GLVFXVVLRQ RI WKH FRPSDUDELOLW\ RI EXGJHW DJJUHJDWHV VLQFH ������� LV SURYLGHG
LQ 6WDWHPHQW � RI %XGJHW 3DSHU 1R� �� ��������
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7DEOH (�� &RPPRQZHDOWK *HQHUDO *RYHUQPHQW 8QGHUO\LQJ 2XWOD\V� 5HYHQXH DQG 8QGHUO\LQJ 'HILFLW

8QGHUO\LQJ 2XWOD\V 5HYHQXH 8QGHUO\LQJ 'HILFLW�D�

(VWLPDWH � 5HDO 3HU FHQW (VWLPDWH � 5HDO 3HU FHQW (VWLPDWH 3HU FHQW

$m *URZWK RI *'3 $m *URZWK RI *'3 $m RI *'3

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

������� ����� ���� ���� ����� ��� ���� ����� ����
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7DEOH (� �FRQWLQXHG�

8QGHUO\LQJ 2XWOD\V 5HYHQXH 8QGHUO\LQJ 'HILFLW�D�

(VWLPDWH � 5HDO 3HU FHQW (VWLPDWH � 5HDO 3HU FHQW (VWLPDWH 3HU FHQW

$m *URZWK RI *'3 $m *URZWK RI *'3 $m RI *'3

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

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

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

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

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

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

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

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

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

������� �H� ������ ��� ���� ������ ��� ���� ����� ����

������� �H� ������ ��� ���� ������ ��� ���� ����� ����

������� �H� ������ ���� ���� ������ ����� ���� ����� ����

������� �H� ������ ��� ���� ������ ��� ���� ����� ����

������� �H� ������ ���� ���� ������ ��� ���� ������ ����

�D� )ROORZLQJ UHFHQW FKDQJHV LQ WKH $XVWUDOLDQ 1DWLRQDO $FFRXQWV VWDQGDUGV� WKH XQGHUO\LQJ GHILFLW PHDVXUHV LQ WKLV WDEOH� IURP ������� RQZDUGV� LQFOXGH SD\PHQWV E\ WKH

&RPPRQZHDOWK LQ UHVSHFW RI DFFXPXODWHG SXEOLF WUDGLQJ HQWHUSULVH �37(� VXSHUDQQXDWLRQ OLDELOLWLHV� (VWLPDWHV SULRU WR ������� H[FOXGH WKHVH SD\PHQWV�



����

7DEOH (�� &RPPRQZHDOWK *HQHUDO *RYHUQPHQW 7D[DWLRQ 5HYHQXH� 1RQ�WD[DWLRQ 5HYHQXH DQG 7RWDO 5HYHQXH

7D[DWLRQ 5HYHQXH 1RQ�7D[DWLRQ 5HYHQXH 7RWDO 5HYHQXH

(VWLPDWH � 5HDO 3HU FHQW (VWLPDWH � 5HDO 3HU FHQW (VWLPDWH � 5HDO 3HU FHQW

$P *URZWK RI *'3 $P *URZWK RI *'3 $P *URZWK RI *'3

������� ���� ��� ���� ��� ��� ��� ���� ��� ����
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7DEOH (� �FRQWLQXHG�

7D[DWLRQ 5HYHQXH 1RQ�7D[DWLRQ 5HYHQXH 7RWDO 5HYHQXH

(VWLPDWH � 5HDO 3HU FHQW (VWLPDWH � 5HDO 3HU FHQW (VWLPDWH � 5HDO 3HU FHQW
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