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�6RXWK�%DQN�8QLYHUVLW\��/RQGRQ��8.

7KLV� VWXG\� KDV� EHHQ� SUHSDUHG�ZLWKLQ� WKH�818�:,'(5� SURMHFW� RQ�8QGHUGHYHORSPHQW�� 7UDQVLWLRQ�� DQG
5HFRQVWUXFWLRQ�LQ�6XE�6DKDUDQ�$IULFD��GLUHFWHG�E\�3URIHVVRU�7RQ\�$GGLVRQ��818�:,'(5

818�:,'(5� JUDWHIXOO\� DFNQRZOHGJHV� WKH� ILQDQFLDO� FRQWULEXWLRQ� WR� WKH� SURMHFW� E\� WKH�*RYHUQPHQW� RI
,WDO\� �'LUHFWRUDWH� *HQHUDO� IRU� 'HYHORSPHQW� &RRSHUDWLRQ��� WKH� *RYHUQPHQW� RI� 6ZHGHQ� �6ZHGLVK
,QWHUQDWLRQDO� 'HYHORSPHQW� &RRSHUDWLRQ� $JHQF\��� DQG� WKH� *RYHUQPHQW� RI� WKH� 8QLWHG� .LQJGRP
�'HSDUWPHQW� IRU� ,QWHUQDWLRQDO� 'HYHORSPHQW��� 7KHVH� DJHQFLHV� DUH� QRW� UHVSRQVLEOH� IRU� DQ\� LQIRUPDWLRQ
SURYLGHG�RU�YLHZV�H[SUHVVHG��ZKLFK�UHPDLQ�WKRVH�RI�WKH�DXWKRU�RU�DXWKRUV�DORQH�

'LVFXVVLRQ�3DSHU�1R���������

'LVSODFHG�&RPPXQLWLHV�DQG�WKH
5HFRQVWUXFWLRQ�RI�/LYHOLKRRGV�LQ
(ULWUHD

*DLP�.LEUHDE�

-XQH�����

$EVWUDFW

6LQFH�ODUJH�VFDOH�SURJUDPPHV�RI�SRVW�ZDU�UHVHWWOHPHQW�DQG�UHLQWHJUDWLRQ�DUH�FRVWO\��LW�LV
LPSRUWDQW� WR� OHDUQ� WKH� OHVVRQV� RI� WKH� UHVHWWOHPHQW� SURJUDPPH� VWDUWHG� DIWHU� WKH� HQG� RI
(ULWUHD¶V� OLEHUDWLRQ� ZDU� LQ� ������ (ULWUHD¶V� V\VWHP� RI� ODQG� WHQXUH� ODUJHO\� IDFLOLWDWHG
UHVHWWOHPHQW� �DOWKRXJK� ORQJ�WHUP�HQYLURQPHQWDO� SUREOHPV�PD\� HPHUJH��� VRFLDO� FDSLWDO
EXLOW� GXULQJ� WKH� ZDU� ZDV� D� SRVLWLYH� UHVRXUFH�� DQG� WKH� VWDWH¶V� OHJLWLPDF\� ZDV� DQRWKHU
SRVLWLYH� IDFWRU� GHVSLWH� WKH� VKRUWDJH� RI� VNLOOV�� DQG� IUDJPHQWHG� KHOS� IURP� WKH� GRQRUV�
7KRVH�ZKR� VHOI�VHWWOHG� JHQHUDOO\� GLG� EHWWHU� WKDQ� WKRVH�ZKR� VHWWOHG� XQGHU� JRYHUQPHQW
VFKHPHV�� WKLV� LPSOLHV� WKDW� KHOSLQJ� VHOI�VHWWOHPHQW� LV� PRUH� FRVW�HIIHFWLYH� WKDQ� GLUHFW
JRYHUQPHQW� KHOS²DQ� LPSRUWDQW� OHVVRQ� IRU� WKH� IXWXUH�� 7KH� VXFFHVV� RI� UHWXUQHHV� LQ
UHFRQVWUXFWLQJ� WKHLU� OLYHOLKRRGV� GHSHQGV� XSRQ� WKH� UHVXPSWLRQ� RI� VXVWDLQDEOH
GHYHORSPHQW� DFWLYLWLHV� LQ� VHWWOHPHQW� DUHDV��$VVLVWDQFH� LV�PRVW� HIIHFWLYH� DQG� HTXLWDEOH
ZKHQ�SURYLGHG�RQ�D�FRPPXQLW\�ZLGH�EDVLV��EULQJLQJ�EHQHILWV�WR�WKH�HQWLUH�SRSXODWLRQ�RI
DUHDV�ZKHUH�UHWXUQHHV�VHWWOH�

.H\ZRUGV��6XE�6DKDUDQ�$IULFD��(ULWUHD��FRQIOLFW��HFRQRPLF�UHIRUP

-(/�FODVVLILFDWLRQ��2�2��2��
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� ,QWURGXFWLRQ

6XFFHVVIXO� UHVHWWOHPHQW� DQG� OLYHOLKRRG� VHFXULW\� DUH� FUXFLDO� WR� DFKLHYLQJ� SRVW�FRQIOLFW
GHYHORSPHQW��$W�WKH�WLPH�RI�WKH�RYHUWKURZ�RI�WKH�'HUJ�LQ�0D\�������LW�ZDV�HVWLPDWHG
WKDW� QHDUO\� �������� LQWHUQDOO\� GLVSODFHG� SHUVRQV� �,'3V�� ������� H[�FRPEDWDQWV� DQG
QHDUO\���������UHWXUQHHV�ZRXOG�KDYH�WR�EH�UHVHWWOHG�LQ�(ULWUHD��(55(&�������(55(&
����D��� 7KLV� SURFHVV� SRVHG� D� PDMRU� FKDOOHQJH� WR� WKH� IOHGJOLQJ� (ULWUHDQ� 6WDWH�� 0DQ\
FRQVWUDLQWV� H[LVWHG�� LQFOXGLQJ� D� IUDJLOH� HQYLURQPHQW�� DQG� WKH� QHZ� VWDWH¶V� OLPLWHG
DGPLQLVWUDWLYH� FDSDFLW\� DQG� ILVFDO� UHVRXUFHV�� $ERYH� DOO�� (ULWUHD� LV� RQH� RI� WKH� SRRUHVW
FRXQWULHV�LQ�WKH�ZRUOG��7KH�HFRQRP\�ZDV�UHODWLYHO\�ZHOO�DGYDQFHG�LQ�FRPSDULVRQ�WR�WKH
66$�DYHUDJH� LQ� WKH�����V��EXW� WKLUW\� \HDUV�RI�ZDU� OHIW� WKH�QHZO\� LQGHSHQGHQW� FRXQWU\
ZLWK�D�SHU�FDSLWD�LQFRPH�RI�RQO\�86�����������:RUOG�%DQN��������$ERXW����SHU�FHQW�RI
WKH�SRSXODWLRQ�ZDV�HVWLPDWHG�WR�EH�SRRU�MXVW�DIWHU�LQGHSHQGHQFH��DQG�DERXW�WZR�WKLUGV�RI
KRXVHKROGV�ZHUH�GHSHQGHQW�XSRQ� IRRG�DLG� �:RUOG�%DQN��������7KHUHIRUH�� ODUJH�VFDOH
UHVHWWOHPHQW�KDG�WR�WDNH�SODFH�LQ�GLIILFXOW�VHW�RI�FLUFXPVWDQFHV�

1HYHUWKHOHVV��(ULWUHD�VXFFHHGHG�UHODWLYHO\�ZHOO²JLYHQ�WKH�FRQVWUDLQWV²LQ�UHVHWWOLQJ�LWV
SHRSOH� DQG� LQ� KHOSLQJ� WKHP� WR� UHVXPH� ROG� OLYHOLKRRGV� RU� EXLOG� QHZ� RQHV�� 7KLV� SDSHU
DVVHVVHV� WKH� UHVHWWOHPHQW�SURFHVV��6HFWLRQ��� VHWV�RXW� WKH�EDVLF� IHDWXUHV�RI� WKH�SURFHVV�
FRQWUDVWLQJ� WKRVH�ZKR� UHFHLYHG�KHOS�ZLWK� WKRVH�ZKR� VHWWOHG� WKHPVHOYHV�ZLWKRXW�PXFK
DVVLVWDQFH�� 6HFWLRQ� �� WKHQ� WXUQV� WR� WKH� FULWLFDO� UROH� RI� DFFHVV� WR� ODQG� DQG� FRPPRQ
SURSHUW\� UHVRXUFHV�� ZKLOH� VHFWLRQ� �� GLVFXVVHV� WKH� HQYLURQPHQWDO� GLPHQVLRQV� RI
UHVHWWOHPHQW�DQG�JRYHUQPHQW�ODQG�WHQXUH�LQWHUYHQWLRQV²NH\�GHWHUPLQDQWV�RI�OLYHOLKRRG
VXVWDLQDELOLW\��6HFWLRQ���KLJKOLJKWV� WKH�FHQWUDO� UROH�SOD\HG�E\� VRFLDO� FDSLWDO� GHYHORSHG
GXULQJ�WKH����\HDU�OLEHUDWLRQ�ZDU�LQ�HDVLQJ�UHVHWWOHPHQW�DQG�VHFWLRQ���IRFXVHV�RQ�VWDWH
FDSDFLW\�LQ�WKH�UHVHWWOHPHQW�SURFHVV��7KH�LQGHSHQGHQFH�ZDU�UDLVHG�H[SHFWDWLRQV�WKDW�WKH
VWDWXV�RI�ZRPHQ�ZRXOG�FKDQJH�LQ�(ULWUHDQ�VRFLHW\��DQG�WKHUHIRUH�UHVHWWOHPHQW¶V�JHQGHU
GLPHQVLRQV� DUH� H[SORUHG� LQ� VHFWLRQ� ��� 7KH� SDSHU� FRQFOXGHV� WKDW� UHVHWWOHPHQW� ZDV
IDFLOLWDWHG�E\�HIIHFWLYH�SXEOLF�DGPLQLVWUDWLRQ��XQLW\�RI�SXUSRVH�DQG�UREXVW�VRFLDO�FDSLWDO�
WRJHWKHU�ZLWK�UHFHSWLYH�FRPPXQLWLHV�DQG�D�V\VWHP�RI�SURSHUW\�ULJKWV�WKDW�ZDV�VXSSRUWLYH
�DW�OHDVW�LQ�WKH�VKRUW�WHUP��

:H� IRFXV� RQ� WKH� UHVHWWOHPHQW� HIIRUW� LQ� WKH� DIWHUPDWK� RI� WKH� 'HUJ¶V� IDOO�� 7UDJLFDOO\�
(ULWUHD� DQG� (WKLRSLD� EHJDQ� D� QHZ� ZDU� LQ� 0D\� ����� UHVXOWLQJ� LQ� PDVV� H[SXOVLRQV�
(WKLRSLD�KDV�GHSRUWHG�DERXW��������(WKLRSLDQ�FLWL]HQV�RI�(ULWUHDQ�RULJLQ� WRJHWKHU�ZLWK
(ULWUHDQV� OHJDOO\� UHVLGHQW� LQ� (WKLRSLD� �.LEUHDE� ����E��� $OWKRXJK� WKLV� SDSHU� GRHV� QRW
GLVFXVV�WKH�UHVHWWOHPHQW�RI�SHRSOH�GLVSODFHG�E\� WKH�QHZ�ZDU²WKH�VLWXDWLRQ�UHPDLQV� LQ
IOX[�DW�WKH�SUHVHQW�WLPH��6HSWHPEHU������²VRPH�RI�WKH�OHVVRQV�OHDUQHG�IURP�WKH�HDUOLHU
UHVHWWOHPHQW�SHULRG�DUH�RI�UHOHYDQFH�WR�WKH�QHZ�FKDOOHQJH�WKDW�IDFHV�(ULWUHD�

� $VVLVWHG�VHWWOHPHQW�DQG�VHOI�VHWWOHPHQW

%HWZHHQ� ����� DQG� ����� VRPH� �������� SHRSOH� UHWXUQHG� WR� (ULWUHD�ZLWKRXW� DVVLVWDQFH�
�������� IURP� 6XGDQ�� �����O� IURP� (WKLRSLD� DQG� WKH� UHPDLQGHU� IURP� RWKHU� $IULFDQ
FRXQWULHV�� WKH�0LGGOH�(DVW�� (XURSH��1RUWK�$PHULFD� DQG�$VLD�� %HWZHHQ�2FWREHU� ����
DQG� -XQH� ������ ������� UHIXJHHV� UHWXUQHG� XQGHU� WKH� 3URJUDPPH� IRU� 5HIXJHH
5HLQWHJUDWLRQ� DQG� 5HKDELOLWDWLRQ� RI� 5HVHWWOHPHQW� $UHDV� LQ� (ULWUHD� �352)(5,�� 3LORW
3URMHFW��7KH�JRYHUQPHQW�UDQ�WKLV�SURJUDPPH�ZLWK�GRQRU�DVVLVWDQFH�
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7KHUH�DUH�WKUHH�GLVFHUQLEOH�SDWWHUQV�LQ�UHWXUQHH�VHWWOHPHQW��7KHVH�DUH�VHOI�VHWWOHPHQW�LQ
UXUDO� DUHDV�� VHOI�VHWWOHPHQW� LQ� XUEDQ� RU� VHPL�XUEDQ� DUHDV�� DQG� VHWWOHPHQW� LQ� IRUPDO
UHLQWHJUDWLRQ� VLWHV� HVWDEOLVKHG� E\� WKH� JRYHUQPHQW� LQ� FROODERUDWLRQ� ZLWK� LQWHUQDWLRQDO
GRQRUV��7KH�RYHUZKHOPLQJ�PDMRULW\�RI�WKH�UHWXUQHHV�KDYH�VHOI�VHWWOHG�LQ�WKH�XUEDQ�DQG
VHPL�XUEDQ� DUHDV�� WKH� ERUGHU� WRZQV� UHFHLYLQJ� D� OLRQ¶V� VKDUH�� 7KH� SURSRUWLRQ� RI� WKRVH
ZKR�KDYH�VHOI�VHWWOHG�LQ�UXUDO�DUHDV�LV�YHU\�VPDOO�DQG�WKHUH�LV�OLWWOH�LQIRUPDWLRQ�RQ�KRZ
WKH\�KDYH�IDUHG�

5HWXUQHHV�XQGHU�WKH�352)(5,�3LORW�3URMHFW²�������LQGLYLGXDOV�RU�������KRXVHKROGV²
ZHUH�VHWWOHG�E\� WKH�JRYHUQPHQW�ZLWK�VXSSRUW� IURP� LQWHUQDWLRQDO�GRQRUV�� ,Q� DGGLWLRQ� WR
LQIUDVWUXFWXUH� VHUYLFHV� VXFK� DV� EDVLF� DGPLQLVWUDWLRQ�� KHDOWK� FDUH�� SULPDU\� HGXFDWLRQ�
ZDWHU� VXSSOLHV� DQG� IRRG� DLG�� 352)(5,� SURYLGHG� SDFNDJHV� RI� DJULFXOWXUDO� LQSXWV�
352)(5,� UHWXUQHHV� ZKR� VHWWOHG� LQ� *DVK� 6HWLW� DQG� %DUND� UHFHLYHG� WZR� KHFWDUHV� RI
FXOWLYDEOH�ODQG��VHHG�IRU�WKH�ILUVW�\HDU��WRROV��SORXJKV��D[HV��KRHV��VSDGHV��VLFNOHV���DQG
OLYHVWRFN� RI� WKHLU� FKRLFH� XS� WR� D� YDOXH� RI� 86�� ���� �WRJHWKHU� ZLWK� YDFFLQDWLRQ� RI
OLYHVWRFN�DW�WKH�WLPH�RI�SXUFKDVH�DQG�IUHH�WUHDWPHQW�IRU�WKH�ILUVW�\HDU���(DFK�UHLQWHJUDWLRQ
VLWH�ZDV� DOVR� DOORFDWHG� FRPPRQ� JUD]LQJ� ODQG� DFFHVVLEOH� WR� FRPPXQLW\�PHPEHUV� �VHH
.LEUHDE�����D��

7KH� VHOI�UHWXUQLQJ� UHIXJHHV� GLG� QRW� KDYH� DFFHVV� WR� VXFK� HQWLWOHPHQWV�� 7KH\� VKDUHG
ZKDWHYHU� VHUYLFHV� DQG�RSSRUWXQLWLHV�ZHUH�DYDLODEOH� LQ� WKHLU� VHWWOHPHQW� DUHD��+RZHYHU�
ODUJH� SXEOLF� LQYHVWPHQWV� KDYH� EHHQ� PDGH� LQ� WKH� SURYLVLRQ� RI� VRFLDO� DQG� HFRQRPLF
LQIUDVWUXFWXUH� DQG� VHUYLFHV� LQ� DUHDV� UHFHLYLQJ� UHWXUQHHV²RWKHUZLVH� WKH� ERUGHU� WRZQV
ZRXOG�KDYH�EHHQ�RYHUZKHOPHG�

$�NH\�TXHVWLRQ�LV��KRZ�GR�WKH�VHOI�VHWWOHG�UHWXUQHHV�PDNH�HQGV�PHHW�ZKHQ�WKH\�UHFHLYHG
QR�RXWVLGH�VXSSRUW"�7KH�ERUGHU�WRZQV�ZKHUH�WKH�PDMRULW\�RI�WKH�UHWXUQHHV�KDYH�VHWWOHG
ZHUH� HLWKHU� VSDUVHO\�SRSXODWHG�RU�GHVHUWHG�GXULQJ� WKH�ZDU�� HVSHFLDOO\� DIWHU� WKH� VHFRQG
KDOI� RI� WKH� ����V�� 7KH� UHWXUQ� RI� D� ODUJH� QXPEHU� RI� UHIXJHHV� IURP� WKH� 6XGDQ� KDV
GUDPDWLFDOO\� FKDQJHG� WKH� HFRQRPLF� DQG� FXOWXUDO� ODQGVFDSH� RI� WKH�*DVK� 6HWLW� DUHD�� ,Q
SDUWLFXODU��WKH�VRFLDO�DQG�HWKQLF�FRPSRVLWLRQ�RI�WKH�SRSXODWLRQ�DV�ZHOO�DV�WKHLU�HFRQRPLF
DFWLYLWLHV� KDYH� FKDQJHG� IURP� WKH� SUH�ZDU� SDWWHUQV�� 6LQFH� WKH� DUULYDO� RI� WKH� UHWXUQHHV�
ERUGHU�WRZQV�VXFK�DV�*ROXM��8P�+DMHU��7HODWD�$VKHU��7HVVHQHL��%DUHQWX��DQG�$OL�*LGLU�
KDYH� JURZQ� IURP� VWDJQDQW� DQG� LQVLJQLILFDQW� YLOODJHV� WR� WKULYLQJ� UHJLRQDO� PDUNHWV�
$PRQJ�WKH�VHOI�VHWWOHG�UHWXUQHHV��WKHUH�DUH�D�ODUJH�QXPEHU�RI�FDVXDO�ODERXUHUV�ZKR�ZRUN
LQ�FRQVWUXFWLRQ��DJULFXOWXUH�DQG�VHUYLFHV��0DQ\�VXSSOHPHQW�WKHLU�LQFRPHV�IURP�UDLQ�IHG
RU� LUULJDWHG� DJULFXOWXUH�� 7KH� ODWWHU� DUH�PDLQO\� SHRSOH�ZKR� UHQW� ODQG� HLWKHU� IURP� ORFDO
UHVLGHQWV� RU� WKH� JRYHUQPHQW�� 0LFUR�HQWHUSULVHV� DUH� D� OLIHOLQH� IRU� D� ODUJH� QXPEHU� RI
UHWXUQHHV�� HVSHFLDOO\� ZRPHQ�� LQ� WRZQV� VXFK� 7HVVHQHL�� 5HPLWWDQFHV� IURP� DEURDG� DUH
LPSRUWDQW�DV�ZHOO��RQ�WKH�VFDOH�RI�UHPLWWDQFHV�VHH�+DQVVRQ�������

7KH�PDMRULW\�RI�KRXVHKROGV�FRPELQH�D�GLYHUVLW\�RI� LQFRPH�JHQHUDWLQJ�DFWLYLWLHV��0RVW
DUH� VHDVRQDO� DFWLYLWLHV�� 'XULQJ� WKH� VODFN� VHDVRQ� LQ� DJULFXOWXUH�� SHRSOH� ZRUN� LQ
FRQVWUXFWLRQ�RU�FROOHFW�DQG�VHOO�ZDWHU��ILUHZRRG��EXLOGLQJ�PDWHULDOV�DQG�WKDWFK�JUDVV�DV
ZHOO�DV�SHWW\�WUDGH��&URVV�ERUGHU�WUDGH�VWLOO�SOD\V�DQ�LPSRUWDQW�UROH�LQ�WKH�OLYHOLKRRGV�RI
PDQ\� UHWXUQHHV�� HVSHFLDOO\� LQ� WKH� ERUGHU� WRZQV�� GHVSLWH� WKH� (ULWUHD¶V� XQHDV\� UHODWLRQV
ZLWK�6XGDQ�

$OWKRXJK� LW� LV� WRR�HDUO\� WR� UHDFK�GHILQLWLYH�FRQFOXVLRQV�� WKHUH� LV� OLWWOH�GRXEW� WKDW� WKRVH
ZKR�VHWWOHG�WKHPVHOYHV�VHHP�WR�EH�PRUH�FRQWHQW�ZLWK�WKHLU�OLYHV�WKDQ�WKRVH�ZKR�OLYH�LQ
JRYHUQPHQW� UHLQWHJUDWLRQ� VLWHV�� +RZHYHU�� RXWFRPHV� GR� YDU\� DFURVV� WKH� JRYHUQPHQW
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UHLQWHJUDWLRQ�VLWHV��7KRVH�ZKR�VHWWOHG�LQ�)DQFR��*ROXM��*HUJHI�DQG�7HEHOGLD�KDYH�GRQH
EHWWHU�EHFDXVH�WKH\�DUH�VHWWOHG�LQ�KLJKHU�UDLQIDOO�DUHDV��7KRVH�ZKR�DUH�VHWWOHG�LQ�$OHEX
�ZKLFK� LQ� 7LJUH� OLWHUDOO\� PHDQV� µD� VLWH� ZLWK� QRWKLQJ¶��� 7HNUHUHW� DQG� $G� ,EUDKLP� DUH
ZRUVH� RII� EHFDXVH� WKH� JRYHUQPHQW� ZURQJO\� VHOHFWHG� WKHVH� UHLQWHJUDWLRQ� VLWHV�� 7KH
DYHUDJH�DQQXDO�UDLQIDOO�LQ�WKHVH�DUHDV�FDQQRW�VXSSRUW�UDLQ�IHG�DJULFXOWXUH��'XULQJ�WKH�ODVW
IRXU� \HDUV�� WKH� UHWXUQHHV� KDYH� RQO\� KDUYHVWHG� FURSV� RQFH� �������� 7KLV� LPSOLHV� WKDW
UHVRXUFHV� DUH� EHWWHU� XVHG� LQ� IDFLOLWDWLQJ� VHOI�VHWWOHPHQW� WKDQ� LQ� WKH� JRYHUQPHQW� LWVHOI
UHVHWWOLQJ� SHRSOH�� ,W� DOVR� KLJKOLJKWV� WKH� LPSRUWDQFH� RI� WKH� HQYLURQPHQW� DQG� ODQG� WR
OLYHOLKRRGV��DQ�LVVXH�WKDW�ZH�QRZ�WXUQ�WR�

� /DQG�WHQXUH�DQG�UHVHWWOHPHQW

$JULFXOWXUH�GRPLQDWHV�(ULWUHD¶V� HFRQRP\��RYHU����SHU� FHQW�RI� WKH�SRSXODWLRQ�GHSHQGV
IRU�LWV�VXEVLVWHQFH�RQ�DJULFXOWXUH�DQG�UHODWHG�DFWLYLWLHV��&RQGLWLRQV�DUH�KDUVK²HLWKHU�DULG
RU�VHPL�DULG²DQG�WKH�GHFOLQH�LQ�FURS�\LHOGV�DQG�YHJHWDWLRQ�FRYHU�LV�RI�PDMRU�FRQFHUQ�LQ
ERWK� (ULWUHD� DQG� QHLJKERXULQJ� 6XGDQ��� 7KH� LQWHQVLILFDWLRQ� RI� DJULFXOWXUH� KDV� QRW
SURJUHVVHG� YHU\� IDU� VLQFH� LQYHVWPHQW� LQ� LUULJDWLRQ� DQG� ZDWHU� FRQVHUYDWLRQ� KDV� EHHQ
OLPLWHG�� DQG� LQSXW�PDUNHWV� UHPDLQ� XQGHUGHYHORSHG�� ([WHQVLYH� FXOWLYDWLRQ� DQG� JUD]LQJ
SUHGRPLQDWH��DQG�ODQG�DQG�RWKHU�FRPPRQ�SURSHUW\�UHVRXUFHV� WRJHWKHU�ZLWK� ODERXU�DQG
FDWWOH�DUH�WKHUHIRUH�WKH�NH\�SURGXFWLYH�DVVHWV��7KH�LPSRUWDQFH�RI�ODQG�WR�UXUDO�SHRSOH�LV
DSWO\� VXPPDUL]HG� E\� D� FRPPHQW� RI� 6�� )�� 1DGHO� ZKR� VWXGLHG� ODQG� XVH� LQ� WKH� ����V
�1DGHO����������

µ,W�KDV�EHHQ�VDLG�RI�WKH�$IULFDQ�WKDW�KH�GRHV�QRW�SRVVHVV�KLV� ODQG�EXW� LV
SRVVHVVHG� E\� LW�� 7KH� DWWLWXGH� RI� WKH� (ULWUHDQ� SHDVDQW� WRZDUGV� KLV� ODQG
FDQQRW� EH� PRUH� DSWO\� GHVFULEHG�� ,QGHHG�� KLV� SUHRFFXSDWLRQ� ZLWK� KLV
ODQGHG�SRVVHVVLRQV�VKRZV�D�GHSWK�DQG�SDVVLRQ�QRW�RIWHQ�SDUDOOHOHG�DPRQJ
$IULFDQ�UDFHV�¶

7KLV�LV�DV�WUXH�WRGD\�DV�LW�ZDV�ILIW\�\HDUV�DJR��7KHUHIRUH��ZH�QRZ�GLVFXVV�UHFHQW�FKDQJHV
LQ�ODQG�WHQXUH�DQG�WKHLU�LPSOLFDWLRQV�IRU�UHVHWWOHPHQW�

7KH� WUDGLWLRQDO� (ULWUHDQ� ODQG� WHQXUH� V\VWHP�� DOWKRXJK� QRW� XQLIRUP� WKURXJKRXW� WKH
FRXQWU\��ZDV�EDVHG�RQ�JXDUDQWHHG�DFFHVV�E\�LQGLYLGXDO�IDPLOLHV�WR�FXOWLYDEOH�ODQG²WKLV
ZDV� FRQWUROOHG� FROOHFWLYHO\� E\� D� JURXS� RI� YLOODJHV� DVVRFLDWHG� E\� FRPPRQ� GHVFHQW� RU
FRPPRQ�UHVLGHQFH�RU�E\�NLQGUHG�JURXSV�FDOOHG�HQGD��1DGHO�������.LEUHDE�����F���7KLV
VWURQJ� OHJDF\� RI� DWWDFKPHQW� WR� ODQG� QRWZLWKVWDQGLQJ�� D� ODQG� ODZ�ZDV� SDVVHG� LQ� �����
ZKLFK� YHVWHG� RZQHUVKLS� RI� DOO� ODQG� RQ� WKH� JRYHUQPHQW� �*2(� ����D��� 7KH� QHZ� ODZ
FODVVLILHV�ODQG�LQWR�WZR�FDWHJRULHV��7KH�ILUVW��FRQVLVWV�RI�ODQG�DOORWWHG�WR�(ULWUHDQ�FLWL]HQV
SUHYLRXVO\�KHOG�FRPPXQDOO\�RU�RQ�DQ�H[WHQGHG� IDPLO\�EDVLV�� 6XUSOXV� ODQG�ZLWKLQ� WKLV
FDWHJRU\� FRPHV� XQGHU� WKH� FRQWURO� RI� WKH� JRYHUQPHQW� ZKLFK� WKHQ� DOORFDWHV� LW� WR� WKH
ODQGOHVV�� (ULWUHDQ� FLWL]HQV� ZKR� KDYH� DWWDLQHG� WKH� DJH� RI� PDMRULW\� DQG� ZKR� LQWHQG� WR
EHFRPH� IDUPHUV� DUH� HQWLWOHG� WR� OLIHORQJ� ULJKWV� RI� XVXIUXFW� �*2(� ����D��� 7KH� VHFRQG

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

� 7KH�UHVSHFWLYH�UROHV�RI�FOLPDWH�FKDQJH�YHUVXV�PDQ�PDGH�ODQG�GHJUDGDWLRQ�LQ�FDXVLQJ�GHFOLQLQJ�\LHOGV
LV�PXFK�GHEDWHG�DQG�WKH�LVVXH�LV�GLIILFXOW�WR�UHVROYH�GHILQLWLYHO\�JLYHQ�WKH�FRPSOH[LW\�RI�WKH�SURFHVVHV
DQG�WKH�VSDUVHQHVV�RI�WKH�GDWD²HVSHFLDOO\�IRU�(ULWUHD��VHH�+HOOGqQ�������,EUDKLP�������DQG�.LEUHDE
����F�DPRQJ�RWKHUV��
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FDWHJRU\�� FRQVLVWV� RI� ODQG� GLUHFWO\� FRQWUROOHG� E\� WKH� JRYHUQPHQW�� LQFOXGLQJ� ODQG
SUHYLRXVO\� KHOG� E\� WKH� VWDWH�� VXUSOXV� ODQG� UHPDLQLQJ� DIWHU� DOORFDWLRQV� WR� WKH� ODQGOHVV�
H[SURSULDWHG�ODQG��DQG�ODQG�UHVHUYHG�IRU�PLQHV��IRUHVWV�DQG�LQYHVWPHQWV��

8VXIUXFW� ULJKWV�FDQ�QHLWKHU�EH�VROG�QRU�EHTXHVWHG��+RZHYHU��D�GHFHDVHG�SHUVRQ¶V� ODQG
SDVVHV� WR�KLV�RU�KHU� FKLOGUHQ� LI� WKH\�DUH�XQGHU�DJH�ZLWK�DQ�RSHQ�RSWLRQ� WR� UHWDLQ� VXFK
ODQG� XSRQ� DWWDLQPHQW� RI� ��� \HDUV��$� GHFHDVHG¶V� RIIVSULQJ�� LQFOXGLQJ� WKRVH� ZKR� KDYH
DWWDLQHG�PDMRULW\�DJH��DOVR�KDYH�SUH�HPSWLYH�ULJKWV� WR� WKHLU�SDUHQWV¶�KROGLQJV�SURYLGHG
WKDW� WKH\� UHOLQTXLVK� WKHLU� RZQ� DOORWPHQWV�� 7KLV� SURYLVLRQ� LV� LQWHQGHG� WR� HQFRXUDJH
ODQGKROGHUV� WR� LQYHVW� DQG� LPSURYH� WKH� SURGXFWLYLW\� RI� WKHLU� KROGLQJV�� /DQG� KHOG� LQ
XVXIUXFW�FDQ�EH�OHDVHG�SURYLGHG�WKDW�WKH�JRYHUQPHQW¶V�RZQHUVKLS�ULJKWV�DUH�QRW�DIIHFWHG�
7KRVH�ZLWK�XVXIUXFW�ULJKWV�DUH�DOVR�HQWLWOHG�WR�FKDQJH�WKHLU�OLIHORQJ�XVXIUXFW�WR�D�OHDVH�
7KLV� LV� DOVR� GHVLJQHG� WR� HQFRXUDJH� LQYHVWPHQW�� $OWKRXJK� WKH� YLOODJH� RU� WKH� ORFDO
FRPPXQLW\�KDV�ORVW�FROOHFWLYH�RZQHUVKLS�DQG�FRQWURO�RYHU�FXOWLYDEOH�ODQG��LW�VWLOO�UHWDLQV
FROOHFWLYH� FRQWURO� RYHU� LWV� RZQ� JUD]LQJ� DUHDV�� ZRRGODQGV�� URDGV� DQG� ZDWHU� UHVRXUFHV�
7KHVH�ULJKWV�DUH�VXEMHFW�WR�JRYHUQPHQW�UHYLHZ�DQG�LQWHUYHQWLRQ�ZKHQHYHU�WKH�ODWWHU�IHHOV
WKHUH�LV�QHHG�WR�GR�VR�

7KLV�SURSHUW\�ULJKWV� UHJLPH�KDV�EHHQ� LQVWUXPHQWDO� LQ� IDFLOLWDWLQJ� WKH� LQWHJUDWLRQ�RI� WKH
GLVSODFHG�SRSXODWLRQ��7KH�PDMRULW\�RI�UHWXUQHHV�IURP�WKH�6XGDQ�KDYH�VHWWOHG�LQ�WKH�*DVK
6HWLW�VXE�UHJLRQ�ZKHUH�WKHUH�LV�D�UHODWLYH�DEXQGDQFH�RI�VXUSOXV�ODQG�DQG�WKHUHIRUH�PRUH
RSSRUWXQLWLHV� IRU� VHOI�HPSOR\PHQW� WKDQ� LQ�PDQ\�RWKHU� UHJLRQV��$OWKRXJK� WKH� ODQG� ODZ
��������LV�QRW�\HW�IRUPDOO\�LQ�IRUFH��SHRSOH�VHHP�WR�DFFHSW�WKH�QHZ�VLWXDWLRQ�LQ�ZKLFK�DOO
ODQG�IRUPDOO\�EHORQJV�WR�WKH�6WDWH���$OO�VXUSOXV�ODQG�LV�JRYHUQPHQW�ODQG�DQG��DFFRUGLQJ
WR� WKH� QHZ� ODZ�� DOO� (ULWUHDQ� FLWL]HQV� ZKR� LQWHQG� WR� PDNH� DJULFXOWXUDO� OLYHOLKRRGV� DUH
HQWLWOHG� WR� FXOWLYDEOH� ODQG� ZKHUHYHU� LW� LV� LQ� VXUSOXV�� DQG� UHJDUGOHVV� RI� WKHLU� SODFH� RU
RULJLQ��+HQFH��PRVW�UHWXUQHHV�LQ�WKH�*DVK�%DUND�UHJLRQ�KDYH�EHHQ�DOORWWHG�VXUSOXV�ODQG
E\�WKH�JRYHUQPHQW�

5HWXUQHHV� KDYH� EHHQ� DEOH� WR� VHWWOH� ZLWK� OLWWOH� UHVLVWDQFH� IURP� ORFDO� FRPPXQLWLHV� �VHH
VHFWLRQ����� ,I� WKH�SXEOLF�GLG�QRW� DFTXLHVFH� WR� WKH� JRYHUQPHQW� RZQHUVKLS�RI� ODQG�� WKHQ
VRPH� ORFDO� UHVLGHQWV� ZRXOG� SUREDEO\� KDYH� UHVLVWHG� WKH� HVWDEOLVKPHQW� RI� UHLQWHJUDWLRQ
VLWHV� DFFRPPRGDWLQJ� SHRSOH� ZLWK� QR� SUHYLRXV� OLQNV� WR� WKH� DUHD� EDVHG� RQ� FRPPRQ
GHVFHQW�RU�UHVLGHQFH��%XW�WKH�VRFLDO�FRKHVLRQ�DQG�RWKHU�VRFLDO�FDSLWDO�GHYHORSHG�GXULQJ

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

� 7KH�'HUJ�QDWLRQDOL]HG�DOO� ODQG�DQG� UHQHZDEOH� UHVRXUFHV�� LQFOXGLQJ� WKRVH� LQ�(ULWUHD�� EXW� WKLV�GLG�QRW
DIIHFW�WKH�RYHUDOO�ODQG�WHQXUH�V\VWHP�LQ�PRVW�SDUWV�RI�(ULWUHD�PDLQO\�EHFDXVH�RI�WKH�ZDU��RQ�ODQG�WHQXUH
LVVXHV�LQ�(WKLRSLD�VHH�'DQLHO�$\DOHZ�HW�DO��������

� +LWKHUWR�� WKHUH�KDV�EHHQ� QR� RIILFLDO� H[SODQDWLRQ� DV� WR�ZK\� WKH� /DQG�$FW� �/HJV�������� KDV� QRW� EHHQ
IRUPDOO\� HQIRUFHG�� +RZHYHU�� GH� IDFWR�� LW� LV� LQ� IRUFH� LQ� DOO� WKH� UXUDO� DUHDV� DQG� LQ� FLWLHV� RXWVLGH� WKH
FDSLWDO��$VPDUD��7KH�ODQG�TXHVWLRQ�LV�H[WUHPHO\�FRPSOH[�DQG�SROLWLFDOO\�VHQVLWLYH�LQ�WKH�FHQWXULHV�ROG
YLOODJHV� LQ� WKH� YLFLQLW\� RI� $VPDUD�� 7KH� FDSLWDO� FDQQRW� H[SDQG� XQOHVV� LW� VZDOORZV� WKH� YLOODJHV
VXUURXQGLQJ� LW�� 7KLV� ZRXOG� PHDQ� WKDW� WHQV� RI� WKRXVDQGV� RI� KRXVHKROGV� ZRXOG� ORRVH� WKHLU� ODQG� DQG
WKHUHIRUH� WKH�PDLQ� VRXUFH� RI� WKHLU� OLYHOLKRRG�� 6LQFH� WKH� IRUPDO� VHFWRU� LV� VPDOO� DQG� LV� JURZLQJ� RQO\
VORZO\�� PRVW� RI� WKH� GLVSODFHG� ZRXOG� ILQG� LW� GLIILFXOW� WR� REWDLQ� DOWHUQDWLYH� HPSOR\PHQW�� 0RUH
IXQGDPHQWDOO\�� ODQG� LV� D� VRXUFH� RI� VRFLDO� LGHQWLW\� LQ� (ULWUHDQ� VRFLHW\� DV� ZHOO� DV� EHLQJ� D� VRXUFH� RI
OLYHOLKRRG��,Q�PRVW�RI�KLJKODQG�(ULWUHD�� WKHUH� LV�D�VWURQJ�VHQVH�RI�FORVH� LQWHUGHSHQGHQFH�EHWZHHQ�DQ
LQGLYLGXDO��KLV�RU�KHU�GHVFHQW�JURXS��DQG�WKH�ODQG�ZLWK�ZKLFK�WKDW�JURXS�LV�WUDGLWLRQDOO\�DVVRFLDWHG��7KH
WUDGLWLRQV�� FXVWRPV�� EHOLHIV�� YDOXHV� DQG� LQVWLWXWLRQV� RI� WKHVH� FRPPXQLWLHV� DUH� GHHSO\� URRWHG� LQ� WKHLU
DQFHVWUDO�ODQGV��([SURSULDWLRQ�RI�VXFK�ODQG�IRU�SXEOLF�XVH�LV�VRPHWKLQJ�ZKLFK�WKH\�PD\�QRW�XQGHUVWDQG
RU�DFFRPPRGDWH��7KH�JRYHUQPHQW�LV�TXLWH�DZDUH�RI�WKLV�SUREOHP�
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WKH�ZDU� \HDUV�SOD\HG�D�SDUW� LQ�HDVLQJ� WKH� UHVHWWOHPHQW��DV�GLG� WKH� WDQJLEOH�EHQHILWV� IRU
ORFDOV�WKDW�UHWXUQHHV�EURXJKW�ZLWK�WKHP��VHH�VHFWLRQ����

7KRVH�ZKR�UHWXUQHG�WR�WKHLU�YLOODJHV�RI�RULJLQ�ZHUH�VXSSRVHG�WR�UHFHLYH�ODQG�IURP�WKHLU
UHODWLYHV��YLOODJHV�RU�WR�UHJDLQ�WKH�ODQG�WKH\�OHIW�EHKLQG�ZKHQ�WKH\�IOHG�WR�6XGDQ��0DQ\
ZHUH�DEOH�WR�UHJDLQ�WKHLU�ODQG�RU��ZKHQ�LW�KDG�EHHQ�DOORFDWHG�WR�RWKHUV��WKHLU�UHODWLYHV�RU
YLOODJHV� UHSODFHG� WKHLU� ODQG��+RZHYHU�� WKLV�ZDV�GHSHQGHQW� ILUVWO\��RQ�ZKHWKHU� WKH\�DUH
VHWWOHG�LQ�WKH�GLVWULFW�RI�WKHLU�RULJLQ�DQG�VHFRQGO\�RQ�ZKHWKHU�WKHUH�LV�XQDOORFDWHG�VXUSOXV
ODQG�� $W� D� SROLF\� OHYHO�� DOO� UHWXUQHHV�� LQFOXGLQJ� WKRVH� ZKR� FKRRVH� WR� UHWXUQ� WR� DUHDV
ZKHUH� WKHUH� LV� ODQG� VKRUWDJH� DUH� HQWLWOHG� WR� FXOWLYDEOH� ODQG� SURYLGHG� WKDW� ODQG� LV� WKH
PDMRU� VRXUFH� RI� OLYHOLKRRG� LQ� WKH� DUHD�� 1HYHUWKHOHVV�� LI� QR� VXUSOXV� ODQG� LV� DYDLODEOH�
UHWXUQHHV�KDYH�WR�ZDLW�XQWLO�D�ODQG�KROGLQJ�PHPEHU�RI�WKH�YLOODJH�V�FRQFHUQHG�HLWKHU�GLHV
RU� HPLJUDWHV� HOVHZKHUH�� ,Q�PRVW� FDVHV�� WKLV� SUREOHP� GRHV� QRW� DULVH� EHFDXVH� UHWXUQHHV
EHLQJ�UDWLRQDO�DQG�NQRZOHGJHDEOH�DERXW�ORFDO�FRQGLWLRQV�VHOGRP�UHWXUQ� WR�DUHDV�ZKHUH
WKHUH�LV�D�SUREOHP�RI�ODQG�VKRUWDJH��7KH�RYHUZKHOPLQJ�PDMRULW\�RI� WKH�UHWXUQHHV�KDYH
QRW�UHWXUQHG� WR� WKHLU�YLOODJHV�RU�SODFHV�RI�KDELWXDO� UHVLGHQFH��2QH�RI� WKH�NH\�HOHPHQWV
WKDW� LQIOXHQFHV� WKH� FKRLFH� RI� GHVWLQDWLRQ� LV� DFFHVV� WR� FXOWLYDEOH� ODQG� RU� WR� QRQ�IDUP
LQFRPH�JHQHUDWLQJ�RSSRUWXQLWLHV��7KDW� LV�ZK\� WKH� ODUJH�PDMRULW\�RI� WKH� UHWXUQHHV�KDYH
FKRVHQ� WR� VHWWOH� ZKHUH� DFFHVV� WR� DFWXDO� RU� SHUFHLYHG� RSSRUWXQLWLHV� IRU� ODQG� DQG
HPSOR\PHQW�VHOI�HPSOR\PHQW�RSSRUWXQLWLHV�DUH�JUHDWHU�UHJDUGOHVV�RI�ZKHWKHU� WKHVH�DUH
ZLWKLQ�RU�RXWVLGH�WKHLU�DUHDV�RI�RULJLQ�

,Q�*DVK�%DUND�ZKHUH� WKHUH� LV� VR� IDU�QR�VFDUFLW\�RI�FXOWLYDEOH� ODQG�� UHWXUQHHV�KDYH�QRW
H[SHULHQFHG�DQ\�SUREOHP�LQ�UHJDLQLQJ�WKHLU�ROG�SRVVHVVLRQV�RU�LQ�JHWWLQJ�UHSODFHPHQWV�
7KH�VDPH�LV�QRW��KRZHYHU��WUXH�LQ�WKH�DUHDV�ZKHUH�FXOWLYDEOH�ODQG�LV�LQ�YHU\�VKRUW�VXSSO\�
7KH� ILQGLQJV� RI� D� UHFHQW� VWXG\� E\� WKH� DXWKRU� �.LEUHDE� ����E�� FOHDUO\� VXJJHVW� WKDW
ZKHWKHU�UHWXUQHHV�UHJDLQ�WKHLU�ODQG�LQ�WKHLU�YLOODJHV�RI�RULJLQ�RU�KDELWXDO�UHVLGHQFH�LV�WR�D
ODUJH�H[WHQW�GHWHUPLQHG�E\�ODQG�DYDLODELOLW\��,W�LV�DOVR�LQWHUHVWLQJ�WR�QRWH�WKDW�LQ�PRVW��LI
QRW� DOO�� FDVHV�� UHIXJHHV� GR� QRW� UHWXUQ� WR� WKHLU� YLOODJHV� RI� RULJLQ�ZKHQ� WKH\� NQRZ� WKDW
OLYHOLKRRG� SURVSHFWV� DUH� XQFHUWDLQ� �GXH� WR� ODFN� RI� ODQG� RU� RII�IDUP� HPSOR\PHQW��
0RUHRYHU��WKH�FKDQJHV�LQ�OLIHVW\OH�WKDW�PRVW�UHIXJHHV�XQGHUZHQW�GXULQJ�WKHLU�H[LOH�KDYH
UHGXFHG� WKH� DWWUDFWLYHQHVV� RI� ROG� OLIHVW\OHV�� 9HU\� IHZ� RI� WKH� SHRSOH� ZKR� UHSDWULDWHG
WKHPVHOYHV�DQG�ZHQW� WR� OLYH� LQ�XUEDQ�DUHDV�GHSHQG�RQ�DJULFXOWXUH� IRU� WKHLU� OLYHOLKRRG�
GHVSLWH�EHLQJ� DOORWWHG� ODQG�HLWKHU�E\� WKH� JRYHUQPHQW�RU� E\� WKHLU� YLOODJHV� �LQ� WKH�*DVK
%DUND�UHJLRQ�IRU�H[DPSOH���7KH\�KDYH�SUHIHUUHG�WR�GHYHORS�PLFUR�HQWHUSULVHV�

,Q�VXPPDU\��WKH�JRYHUQPHQW¶V�LQWHUYHQWLRQ�LQ�WKH�SURSHUW\�ULJKWV�UHJLPH�WKURXJK�VWDWH
RZQHUVKLS�KDV�HDVHG� WKH� UHVHWWOHPHQW�SUREOHP��+RZHYHU�� WKH�HQYLURQPHQWDO� LPSDFW�RI
WKLV�LQWHUYHQWLRQ�PD\�SURYH�WR�EH�SUREOHPDWLF�XQOHVV�LW�LV�KDQGOHG�YHU\�FDUHIXOO\��,I�LW�LV
QRW�� WKHQ�SURJUHVV� LQ� VROYLQJ� WKH� VKRUW�WHUP� �EXW�XUJHQW��SUREOHP�RI� UHVHWWOHPHQW�PD\
FRPH�DW� WKH�FRVW�RI�ORQJ�WHUP�SUREOHPV��,W� LV� WKHUHIRUH�WR�WKH�HQYLURQPHQWDO� LPSDFW�RI
VWDWH�ODQG�RZQHUVKLS�WKDW�ZH�QRZ�WXUQ�

� 5HVHWWOHPHQW�DQG�WKH�HQYLURQPHQWDO�LPSDFW�RI�VWDWH�ODQG�RZQHUVKLS

6KRUWO\� DIWHU� LQGHSHQGHQFH�� WKH� JRYHUQPHQW� GUHZ� XS� D� QDWLRQDO� HQYLURQPHQWDO
PDQDJHPHQW�SODQ��1(03��ZKLFK�ZDV�DGRSWHG�DIWHU�D�QDWLRQDO�FRQIHUHQFH�LQ�������(($
�������$Q�LQVWLWXWLRQDO�VWUXFWXUH�ZDV�VHW�XS�DQG�HQYLURQPHQWDO�OHJLVODWLRQ�LV�GXH��,Q�WKH
PHDQWLPH�� WKH� 0LQLVWU\� RI� $JULFXOWXUH� LVVXHG� WZR� GLUHFWLYHV�� 7KH� ILUVW�� µ&OHDULQJ
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3URFHGXUHV�DQG�8WLOL]DWLRQ�RI�7UHHV�LQ�$JULFXOWXUDO�$UHDV¶��������SURKLELWV� WKH�FXWWLQJ
RI�SODQW�VSHFLHV�RI�µRXWVWDQGLQJ�LPSRUWDQFH¶��WUHHV�DORQJ�ULYHU�FRXUVHV�DQG�VSULQJV�IRU�D
GLVWDQFH�RI��������PHWUHV�IURP�WKH�VWUHDP�EDQNV��DV�ZHOO�DV�RQ�VORSHV�JUHDWHU�WKDQ���
GHJUHHV�� �(($� ������� 7KH� VHFRQG�� µ5HJXODWLRQ� RI� /DQG� &OHDUDQFH� IRU� $JULFXOWXUDO
&RQFHVVLRQV¶� ������� VSHOOV� RXW� WKH� HQYLURQPHQWDO� UXOHV� WKDW� VKRXOG� EH� IROORZHG� E\
FRQFHVVLRQDLUHV��LQFOXGLQJ�WKH�SURYLVLRQ�RI�ZLQGEUHDNV��QDWLYH�VSHFLHV�FRQVHUYDWLRQ��DQG
WKH� VSDFLQJ� RI� ODUJH� IDUPV� DW� LQWHUYDOV� RI� DW� OHDVW� ���� PHWUHV� WR� DOORZ� SDVVDJH� RI
OLYHVWRFN� �(($��������7KLV� LV�GHVLJQHG� WR�SURWHFW� WKH�DELOLW\�RI� FRPPXQLWLHV� WR� GULYH
WKHLU�OLYHVWRFN�WR�ULYHUV�ZKLFK�DUH�IURQWHG�E\�FRPPHUFLDO�IDUP�FRQFHVVLRQV�

3ULRU� WR� WKHLU� GLVSODFHPHQW�� VL]HDEOH� QXPEHUV� RI� UHIXJHHV� ZHUH� HLWKHU� SDVWRUDOLVWV� RU
DJUR�SDVWRUDOLVWV��([LOH�IRUFHG�WKHP�WR�GLYHUVLI\�WKHLU�OLYHOLKRRGV�DQG�WKH\�WRRN�XS�PRUH
VHGHQWDU\� RFFXSDWLRQV� LQFOXGLQJ� FXOWLYDWLRQ� DQG� PLFUR�HQWHUSULVHV�� 1HYHUWKHOHVV�� WKH
PDMRULW\�RI�UHWXUQHHV��LQFOXGLQJ�WKRVH�ZKR�KDYH�VHWWOHG�LQ�WRZQV��VWLOO�GHSHQG�GLUHFWO\�RU
LQGLUHFWO\�RQ�DJULFXOWXUH��7KH\�KDYH�FOHDUHG�ODUJH�WUDFWV�RI�ODQG��ZKLFK�KDG�UHYHUWHG�WR
VDYDQQDK� IRUHVW� GXULQJ� WKH� ZDU�� IRU� FXOWLYDWLRQ�� FRQVWUXFWLRQ� PDWHULDO� DQG� IXHOZRRG�
6LQFH�QR�PRGHUQ� LQSXWV� VXFK�DV� IHUWLOL]HUV�DUH�XVHG��SURGXFWLYLW\� LV� UHODWLYHO\� ORZ�DQG
FRQVHTXHQWO\� H[WHQVLYH�� UDWKHU� WKDQ� LQWHQVLYH�� IDUPLQJ� LV� GRPLQDQW� OHDGLQJ� WR� WKH
FOHDUDQFH�RI�ODUJH�DUHDV��'XULQJ�ILHOGZRUN�LQ������DQG������� WKH�DXWKRU�REVHUYHG� WKDW
QHLWKHU� FRQFHVVLRQDLUHV� �FRPPHUFLDO� IDUPHUV�� QRU� VPDOOKROGHUV� �LQFOXGLQJ� UHWXUQHHV�
ZHUH� FRPSO\LQJ� ZLWK� WKH� GLUHFWLYHV�� 7KLV� WKUHDWHQV� WKH� VXVWDLQDELOLW\� RI� UXUDO
OLYHOLKRRGV�

,Q�GHSWK�GLVFXVVLRQ�ZLWK�NH\�LQIRUPDQWV�UHYHDOHG�WKDW�ZKHUHDV�WKH�PDMRULW\�DUH�DZDUH�RI
WKH�UHODWLRQVKLS�EHWZHHQ�WUHHV�DQG�HQYLURQPHQWDO�VXVWDLQDELOLW\��PDQ\�QHYHUWKHOHVV�OHIW
WKHLU�SORWV�GHYRLG�RI�WUHHV��$VNHG�ZK\�WKH\�GLG�VR��PRVW�UHVSRQGHG�WKDW� WUHHV�FRPSHWH
ZLWK� FURSV� IRU� VSDFH� DQG� PRLVWXUH�� FDVW� VKDGH� RQ� FURSSHG� ODQG�� KDUERXU� GHVWUXFWLYH
ELUGV��DQG�SURYLGH�VDQFWXDU\�WR�LQVHFW�SHVWV��7KLV�VXJJHVWV�WKDW�WKH�PLQLVWHULDO�GLUHFWLYHV
DUH�QRW�SURSHUO\�HQIRUFHG��(YHQ�LQ�UHLQWHJUDWLRQ�VLWHV�VXFK�DV�*HUJHI��JUD]LQJ�DQG�DUDEOH
ODQGV� ZHUH� QRW� GHPDUFDWHG� DQG� DV� D� UHVXOW� OLYHVWRFN� URXWHV� DUH� EORFNHG� GXULQJ� WKH
FXOWLYDWLRQ� VHDVRQV²FRQWUDU\� WR� WKH� PLQLVWHULDO� GLUHFWLYHV�� 7KLV� KDV� FDXVHG� WHQVLRQ
EHWZHHQ�KHUGHUV�DQG�FXOWLYDWRUV��.LEUHDE�����D��

7KHUH� DUH� D� IHZ� FRPPHUFLDO� IDUPHUV� DPRQJ� WKH� UHWXUQHHV�� 7KH\� KDYH� EURXJKW� ODUJH
WUDFWV� RI� ODQG�XQGHU� FXOWLYDWLRQ� DQG� DUH�PDMRU� HPSOR\HUV� RI� VHDVRQDO� ODERXU²WKHUHE\
EHQHILWLQJ� ERWK� UHWXUQHHV� DQG� ORFDO� FRPPXQLWLHV� PRUH� JHQHUDOO\�� %XW� XQOHVV� WKHLU
DFWLYLWLHV� DUH� UHJXODWHG�� VXEVWDQWLDO� HQYLURQPHQWDO� GDPDJH� ZLOO� RFFXU�� ([SDQVLRQ� RI
PHFKDQL]HG� DJULFXOWXUH� PD\� DOVR� GLVSODFH� VPDOOKROGHUV� DQG� SDVWRUDOLVWV�� &RPPHUFLDO
IDUPHUV� KDYH� OREELHG� HQHUJHWLFDOO\� WR� PD[LPL]H� WKHLU� LQWHUHVWV²HYHQ� DW� WKH� ULVN� RI
HQYLURQPHQWDO�GDPDJH��7KH�JRYHUQPHQW�LV�LQ�D�GLOHPPD��2Q�WKH�RQH�KDQG��LW�UHFRJQL]HV
WKH� SRWHQWLDO� HQYLURQPHQWDO� GDQJHU� WKDW� KRUL]RQWDO� H[SDQVLRQ� RI� PHFKDQL]HG� UDLQ�IHG
DJULFXOWXUH�HQWDLOV��%XW�DW� WKH�VDPH�WLPH�LW�DOVR�YDOXHV�PHFKDQL]DWLRQ¶V�FRQWULEXWLRQ� WR
QDWLRQDO�IRRG�VHFXULW\�

7KH� KDUYHVWLQJ� RI� IXHOZRRG� DQG� FRQVWUXFWLRQ� PDWHULDOV� FRQVWLWXWH� IXUWKHU� VRXUFHV� RI
HQYLURQPHQWDO� SUHVVXUH�� ,QHYLWDEO\�� GHPDQGV�RQ� IRUHVW� UHVRXUFHV� DUH� KLJK� LQ� WKH� HDUO\
\HDUV�RI�SRVW�ZDU�UHFRQVWUXFWLRQ��0RVW�RI�WKH�UHWXUQHHV�LQ�WRZQV�FRQVXPH�IXHOZRRG�DQG
EXLOGLQJ� PDWHULDOV�� 2II�IDUP� HPSOR\PHQW� LV� OLPLWHG� DQG� WKH� SRRU� GHSHQG� RQ� VHOOLQJ
ILUHZRRG� DQG� FRQVWUXFWLRQ� PDWHULDOV�� +RZHYHU�� D� SODQ� WR� SURPRWH� WKH� XVH� RI� QRQ
ELRPDVV�VRXUFHV�RI�HQHUJ\�DQG�EXLOGLQJ�PDWHULDOV�ZDV�DEDQGRQHG�GXH�WR�ODFN�RI�GRQRU
LQWHUHVW�
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7KH�UHLQWHJUDWLRQ�SURJUDPPH�EXGJHWHG�86����PLOOLRQ�IRU�DQ�HQYLURQPHQWDO�FRPSRQHQW
WR� XQGHUWDNH� UHIRUHVWDWLRQ� DQG� VRLO� FRQVHUYDWLRQ� PHDVXUHV� WR� FRQWURO� WKH� µVHYHUH
GHJUDGDWLRQ�RI�ODQG�LQ�WKH�DUHDV�RI�UHVHWWOHPHQW��HVSHFLDOO\�WKRVH�DUHDV�ZKHUH�WKH�PDMRU
HFRQRPLF�DFWLYLW\�RI�WKH�UHWXUQHHV�LV�DJULFXOWXUH�EDVHG¶��(55(&�����E���$OWKRXJK�WKH
JRYHUQPHQW�LV�GHWHUPLQHG�WR�VWULFWO\�HQIRUFH�IRUHVWU\�ODZV��LWV�PHDQV�RI�GRLQJ�VR²DQG
LWV� DELOLW\� WR� RIIHU� WKH� SRRU� DOWHUQDWLYH� OLYHOLKRRGV²DUH� ERWK� OLPLWHG�� 0RUHRYHU�
H[SHULHQFH�HOVHZKHUH�KLJKOLJKWV�WKH�FKDOOHQJH�IDFLQJ�WKH�(ULWUHDQ�JRYHUQPHQW�

6WDWH�LQWHUYHQWLRQ�LQ�WKH�PDQDJHPHQW�RI�ODQG�DQG�FRPPRQ�SURSHUW\�UHVRXUFHV�KDV�EHHQ
ZLGHVSUHDG� LQ� $IULFD¶V� VRFLDOLVW� FRXQWULHV�� DV� LQ� PXFK� RI� WKH� GHYHORSLQJ� ZRUOG� �VHH
$GGLVRQ�����E���8QIRUWXQDWHO\��WKLV�KDV�EHHQ�D�UHFLSH�IRU�QDWXUDO�UHVRXUFH�GHSOHWLRQ�LQ
PXFK�RI�66$��VHH�*KDL�������DQG�6KHSKHUG�������DPRQJ�RWKHUV���7KH�VWDWH�PD\�QRW�EH
DQ� LQQDWHO\� EDG�PDQDJHU� RI� QDWXUDO� UHVRXUFHV�� EXW� WKH� UHFRUG� RI� VWDWH� RZQHUVKLS� KDV
FHUWDLQO\�EHHQ�GLVPDO��7KH�OLWHUDWXUH�KLJKOLJKWV�WZR�PDMRU�SUREOHPV�

)LUVW��VKRUW�WHUP�UHYHQXH�PD[LPL]DWLRQ²ZLWKRXW�GXH�UHJDUG�WR�ORQJ�WHUP�VXVWDLQDELOLW\
RI� ODQG� DQG� FRPPRQ� SURSHUW\� UHVRXUFHV²LV� FRPPRQ� XQGHU� VWDWH� PDQDJHPHQW�
*RYHUQPHQWV� WKDW� DUH� GHVSHUDWH� WR� HDUQ� IRUHLJQ� H[FKDQJH²SDUWLFXODUO\� LQ� ZDU�WRUQ
HFRQRPLHV²ILQG� WKDW� WKH� H[SORLWDWLRQ� RI� ODQG�� IRUHVWV� DQG�ZDWHU� UHVRXUFHV� LV� DQ� HDV\
RSWLRQ�� 6HFRQG�� WKH� HQG� RI� WUDGLWLRQDO� RZQHUVKLS�ULJKWV� DQG� PHFKDQLVPV� IRU� WKH
UHJXODWLRQ�RI�UHVRXUFH�XVH²FXVWRPV��NLQVKLS�UHODWLRQV��DQG�VR� IRUWK²KDV� UHTXLUHG� WKH
HVWDEOLVKPHQW�RI�QHZ�PHFKDQLVPV� WR�PRQLWRU�DQG�SROLFH�VWDWH�SURSHUW\� ULJKWV��%XW� IRU
JRYHUQPHQWV�ZLWK�OLPLWHG�UHYHQXHV��WKHVH�FRVWV�KDYH�EHFRPH�SURKLELWLYH��$V�D�UHVXOW��QR
HIIHFWLYH�FRQWURO�LV�H[HUFLVHG��DQG�ODQG�DQG�FRPPRQ�SURSHUW\�UHVRXUFHV�EHFRPH�GH�IDFWR
RSHQ�DFFHVV�UHVRXUFHV��*KDL��������0RUHRYHU��VWDWH� LQWHUYHQWLRQ�KDV�RIWHQ�HQFRXUDJHG
SRZHUIXO� FRPPXQLW\� PHPEHUV� DQG� RXWVLGHUV� WR� LOOHJDOO\� VHL]H� WKH� ODQG� DQG� RWKHU
UHVRXUFHV� WUDGLWLRQDOO\� PDQDJHG� E\� FRPPXQLWLHV� �.LEUHDE� ����F��� 7KH� SUREOHP� LV
SDUWLFXODUO\� DFXWH� LQ� $IULFD�� HVSHFLDOO\� DPRQJ� FRQIOLFW�SRVW�FRQIOLFW� FRXQWULHV� VXFK� DV
$QJROD��*XLQHD�%LVVDX��DQG�0R]DPELTXH��VHH�$GGLVRQ�����D�DQG�:X\WV�������

'HVSLWH�WKLV�GLVPDO�H[SHULHQFH��WKH�(ULWUHDQ�JRYHUQPHQW�KDV�YHVWHG�XSRQ�LWVHOI�WKH�ULJKW
RI� RZQHUVKLS� RI� DOO� ODQG� LQ� WKH� FRXQWU\�� 7KH� HXSKRULD� FKDUDFWHUL]LQJ� WKH� SRVW�
LQGHSHQGHQFH�SHULRG�KDV�JHQHUDWHG�PXFK�VXSSRUW�IRU�JRYHUQPHQW�SROLFLHV��LQFOXGLQJ�LWV
IRUHVWU\� ODZV�� EXW� WKLV� VXSSRUW� FDQQRW� EH� FRXQWHG� XSRQ� IRUHYHU�� 8QOHVV� HIILFLHQW� DQG
FRVW�HIIHFWLYH� HQIRUFHPHQW� PHFKDQLVPV� DUH� SXW� LQ� SODFH�� (ULWUHD� LV� OLNHO\� WR� IDFH� WKH
SUREOHPV�HQFRXQWHUHG�E\�RWKHU�SRRU�FRXQWULHV�WKDW�KDYH�QDWLRQDOL]HG�ODQG�DQG�FRPPRQ
SURSHUW\�UHVRXUFHV��7KHVH�FRXOG�KROG�EDFN�VXFFHVVIXO�ORQJHU�WHUP�UXUDO�GHYHORSPHQW�

� 7KH�UROH�RI�VRFLDO�FDSLWDO�LQ�UHVHWWOHPHQW

'XULQJ�WKH�ZDU¶V�HDUO\�\HDUV��LW�ZDV�PDLQO\�SHRSOH�IURP�WKH�ZHVWHUQ�ORZODQGV�ZKR�IOHG
WR�6XGDQ��$V� WKH�ZDU�HVFDODWHG��QR�SDUW�RI�(ULWUHD�ZDV�VSDUHG�DQG� WKH�H[RGXV�EHFDPH
QDWLRQZLGH�� )RU� PDQ\� UXUDO� (ULWUHDQV� WKLV� UHSUHVHQWHG� D� WXUQLQJ� SRLQW� LQ� WKHLU� OLYHV�
0DQ\�KDG�ORVW�DOO�WKHLU�SURSHUW\�EXW�WKH\�PHW�IHOORZ�(ULWUHDQV�IURP�GLVWDQW�UHJLRQV�IRU
WKH�ILUVW�WLPH��2YHUFRPLQJ�KDUGVKLS�DQG�VRFLDO�GLVRULHQWDWLRQ�QHFHVVLWDWHG�FROOHFWLYH�DQG
FR�RSHUDWLYH�HIIRUW��DV�GLG�GHDOLQJ�ZLWK�DLG�DJHQFLHV� DQG� WKH�6XGDQHVH�DXWKRULWLHV� DQG
SRSXODWLRQ��+HQFH��QHZ�VRFLDO�RUJDQL]DWLRQV�DQG�QHWZRUNV�WUDQVFHQGLQJ�WKH�ROG�NLQVKLS
QHWZRUNV� RU� HWKQLF� DIILOLDWLRQV� DURVH��7KH� SRZHUV� RI� WUDGLWLRQDO� OHDGHUV� GHFOLQHG�� QHZ
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OHDGHUV�HPHUJHG�ZLWK�VWURQJ�OLQNV�WR�WKH�OLEHUDWLRQ�PRYHPHQW��DQG�D�QHZ�RUJDQL]DWLRQDO
FXOWXUH�ZDV�FUHDWHG�

(ULWUHDQ� H[SHULHQFH� WKHUHIRUH� GLIIHUV� IURP� WKDW� RI� PDQ\� RWKHU� FRQIOLFW� FRXQWULHV�� 7KH
WHUP� µZDU�WRUQ¶� FRPPRQO\� GHVFULEHV� VRFLHWLHV� ZKRVH� IDEULF� LV� IUDJPHQWHG� ZLWK� ORZ
OHYHOV� RI� WUXVW²LQFUHDVLQJ� WKH� OLNHOLKRRG� RI� FRQIOLFW� UHVXPLQJ�� 7KH� ODEHO� PLJKW� EH
VXLWDEOH�IRU�VRFLHWLHV�VXFK�DV�/LEHULD��5ZDQGD�DQG�WKH�IRUPHU�<XJRVODYLD²WR�QDPH�MXVW
WKUHH�FRXQWULHV�LQ�ZKLFK�RSSRVLQJ�JURXSV�GHILQHG�WKHPVHOYHV�E\�HWKQLFLW\��WULEH��UHOLJLRQ
RU� ODQJXDJH�� %XW� ZDUV� WKDW� DUH� VXFFHVVIXO� LQ� H[SHOOLQJ� FRORQLDO� SRZHUV� DQG� IRUHLJQ
LQYDGHUV�FDQ�EXLOG�VRFLDO�FRKHVLRQ��7KHUHIRUH�µZDU�WRUQ¶�LV�QRW�DQ�DFFXUDWH�GHVFULSWLRQ
RI�(ULWUHDQ�VRFLHW\�� WKH�VKDULQJ�RI� VXIIHULQJ�FHPHQWHG�QDWLRQDO�FRKHVLRQ�DQG�FUHDWHG�D
QHZ�VWRFN�RI�VRFLDO�FDSLWDO�ZKLFK�IDFLOLWDWHV�FRRSHUDWLRQ��7KLV�LV�D�VXEVWDQWLDO�UHVRXUFH
IRU�UHWXUQHHV�WR�DFFHVV�ZKHQ�UHFRQVWUXFWLQJ�WKHLU�OLYHOLKRRGV�

,Q� JHQHUDO�� RQH� RI� WKH� PDMRU� FRQVWUDLQWV� RQ� UHLQWHJUDWLQJ� D� GLVSODFHG� SRSXODWLRQ� LV
KRVWLOLW\�EHWZHHQ�WKRVH�ZKR�OHIW�GXULQJ�WKH�FRQIOLFW�DQG�WKRVH�ZKR�VWD\�EHKLQG��5RJJH
������ .LEUHDE� ����E��� (DFK� JURXS�PD\� DFFXVH� WKH� RWKHU� RI� EHWUD\DO� DQG� FRZDUGLFH�
7KRVH� ZKR� VWD\HG� PD\� VHH� WKH� UHWXUQLQJ� UHIXJHHV� DV� PRUH� FRPSHWLWLRQ� IRU� VFDUFH
UHVRXUFHV� DQG� MREV�� :KHQ� ODQG� DQG� QDWXUDO� UHVRXUFHV� DUH� VFDUFH�� SRSXODWLRQ
GLVSODFHPHQW�PD\�UHSUHVHQW�D�EOHVVLQJ�LQ�GLVJXLVH�IRU�WKRVH�ZKR�VWD\HG�RQ�GXULQJ�ZDU�

(ULWUHD¶V�H[SHULHQFH�LV�GLIIHUHQW�WR�PRVW�RWKHU�ZDU�WRUQ�VRFLHWLHV²YHU\�OLWWOH�UHVHQWPHQW
DSSHDUV� WR� H[LVW�� ,Q� WKUHH� UHLQWHJUDWLRQ� VLWHV�� QDPHO\�� $OHEX� �*DVK� 6HWLW��� 7HNUHUHW
�%DUND��DQG�+DJD]��$QVHED���WKH�ORFDO�SRSXODWLRQ�GLG�LQLWLDOO\�UHVHQW�WKH�HVWDEOLVKPHQW
RI� UHLQWHJUDWLRQ� VLWHV� DGMDFHQW� WR� WKHLU� YLOODJHV�� 7KH\� IHDUHG� WKDW� WKLV� ZRXOG� LQFUHDVH
FRPSHWLWLRQ� IRU� ODQG�� ZDWHU�� ILUHZRRG�� EXLOGLQJ�PDWHULDOV� DQG� SDVWXUH�� 6RPH� SURWHVWV
RFFXUUHG��)RU� H[DPSOH� LQ�+DJD]²ZKHUH� WKHUH� LV� D� VKRUWDJH� RI� FXOWLYDEOH� ODQG²ORFDO
UHVLGHQWV�WKZDUWHG�WKH�JRYHUQPHQW¶V�SODQ�WR�DOORFDWH�ODQG�WR�UHWXUQHHV��7KH� ODWWHU�ZHUH
XQDEOH�WR�JHW�ODQG�XQOHVV�WKH\�KDG�SDVW�OLQNV�WR�WKH�ORFDO�FRPPXQLW\��%XW�WKHVH�FDVHV�DUH
PRVWO\�IHZ�LQ�QXPEHU�LQ�(ULWUHD�

:KHQ� UHWXUQHHV� KDYH� VHWWOHG� LQ� SRSXODWHG� DUHDV�� FRQIOLFWV� ZLWK� ORFDOV� KDYH� EHHQ
PLQLPDO��)LUVW��D�UHFHQWO\�FRPSOHWHG�VWXG\�RI�*DVK�6HWLW²ZKLFK�KDV�D�ODUJH�QXPEHU�RI
UHWXUQHHV²IRXQG�WKDW�UHFHLYLQJ�FRPPXQLWLHV�KDUERXU�OLWWOH�UHVHQWPHQW��.LEUHDE�����E��
$VLGH�IURP�WKH�SRSXODU�FRPPLWPHQW�WR�ZRUNLQJ�WRJHWKHU��WKH�JRYHUQPHQW¶V�SROLF\�WKDW
DVVLVWDQFH�WR�UHWXUQHHV�VKRXOG�DOVR�EH�PDGH�DFFHVVLEOH�WR�WKH�UHFHLYLQJ�FRPPXQLWLHV�KDV
UHGXFHG�DQ\�ODWHQW�WHQVLRQV��:RUOG�%DQN��������6HFRQG��DV�QRWHG�LQ�VHFWLRQ����PRVW�RI
WKH� ERUGHU� WRZQV� ZHUH� DOPRVW� FRPSOHWHO\� GHSRSXODWHG� GXULQJ� WKH� ZDU�� 0RVW� RI� WKH
SHRSOH�QRZ� OLYLQJ� LQ� WKHVH� WRZQV� DUH� UHWXUQHHV�� ,'3V� DQG�GHPRELOL]HG� H[�FRPEDWDQWV
ZKR�VKDUH�VLPLODU�ZDU�WLPH�H[SHULHQFHV�DQG�KDYH�IRUJHG�VRFLDO� UHODWLRQVKLSV�EDVHG�RQ
FRPPRQ�SDVW� KDUGVKLSV��7KLUG�� LQ�$OHEX��7HNUHUHW� DQG� HOVHZKHUH�� UHVHQWPHQW� TXLFNO\
UHFHGHG� SDUWO\� EHFDXVH� UHVHWWOHPHQW� EHQHILWHG� ORFDOV�� 7KHVH� ZHUH� VRPH� RI� WKH� PRVW
QHJOHFWHG�FRPPXQLWLHV�SULRU�WR�LQGHSHQGHQFH��YLOODJHV�KDG�QR�VFKRROV��FOLQLFV��RU�ZDWHU�
7KHVH� IDFLOLWLHV� KDYH� QRZ� EHHQ� HVWDEOLVKHG� DQG� DUH� KLJKO\� YDOXHG� E\� FRPPXQLWLHV�
)LQDOO\�� WKH� UHLQWHJUDWLRQ� VLWHV� SURYLGH� D� ELJJHU� PDUNHW� IRU� ORFDO� IDUPHUV� DQG� PLFUR�
HQWUHSUHQHXUV�� DQG� WKH� ODUJH�VFDOH� DQG� KRUWLFXOWXUDO� IDUPV� RSHUDWHG� E\� UHWXUQHHV� DOVR
SURYLGH�EDGO\�QHHGHG�ZDJH�HPSOR\PHQW�

,Q�VXPPDU\��(ULWUHD�LV�IRUWXQDWH�LQ�KDYLQJ�DFFXPXODWHG�D�ODUJH�VWRFN�RI�VRFLDO�FDSLWDO²
RQH� RI� WKH� SRVLWLYH� DVSHFWV� RI� WKH� RWKHUZLVH� H[WUHPH� KDUGVKLS� RI�ZDU�� 7KHUH� LV�PXFK
HYLGHQFH�WKDW�VRFLDO�FDSLWDO�LV�D�SRVLWLYH�IRUFH�IRU�GHYHORSPHQW��VHH�IRU�H[DPSOH��3XWPDQ
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������:LGQHU�DQG�0XQGW�������DQG�FHUWDLQO\� WKH�VRFLDO�FDSLWDO� IRXQG� LQ�(ULWUHD�JLYHV
WKH�FRXQWU\�D�KHDG�VWDUW�LQ�UHFRQVWUXFWLRQ�DV�FRPSDUHG�ZLWK�VXFK�IUDFWXUHG�VRFLHWLHV�DV
$QJROD� DQG�*XLQHD�%LVVDX� �VHH�$GDXWD� HW� DO�������DQG�.RYVWHG� DQG�7DUS��������%XW
VRFLDO� FDSLWDO²DV�ZLWK� DOO� IRUPV� RI� FDSLWDO²GHSUHFLDWHV� RYHU� WLPH�� 7KHUHIRUH� (ULWUHD
PXVW�ZRUN�KDUG�WR�SUHVHUYH�LWV�LQLWLDO�DGYDQWDJH�

� 6WDWH�FDSDFLW\�WR�PDQDJH�UHVHWWOHPHQW

$OWKRXJK�FRPPXQLWLHV�WKHPVHOYHV�FDQ�GR�PXFK�WR�UHVHWWOH��VWDWH�DVVLVWDQFH�LV�FUXFLDO²
HVSHFLDOO\� IRU� SRRUHU� KRXVHKROGV� ZKR� PD\� RWKHUZLVH� EH� OHIW� EHKLQG� DV� RWKHUV
VXFFHVVIXOO\�UHEXLOG��RQ�WKLV�SUREOHP�VHH�GH�6RXVD��������,Q�WKLV�UHJDUG��(ULWUHD�HQMR\HG
RQH�PDMRU� DGYDQWDJH� FRPSDUHG� WR� RWKHU� FRQIOLFW� FRXQWULHV�� WKH� JRYHUQPHQW� KDV� EURDG
OHJLWLPDF\� DV� WKH� SURGXFW� RI� D� QDWLRQDO� LQGHSHQGHQFH� ZDU� �VHH� +DQVVRQ� ������
0RUHRYHU�� LW� LV� FRPPLWWHG� WR� HVWDEOLVKLQJ� D� WUDQVSDUHQW� SXEOLF� DGPLQLVWUDWLRQ� IUHH� RI
FRUUXSWLRQ�

'XULQJ� ILHOGZRUN� LQ� VRXWK�ZHVWHUQ� (ULWUHD� ZKHUH� WKH� PDMRULW\� RI� WKH� UHWXUQHHV� DUH
FRQFHQWUDWHG�� WKH� DXWKRU� HQFRXQWHUHG� FRPSODLQWV� DERXW� LQHIILFLHQF\� DQG� ODFN� RI
SDUWLFLSDWLRQ� LQ� GHFLVLRQ�PDNLQJ� SURFHVVHV�� EXW� QR� DOOHJDWLRQV� RI� FRUUXSWLRQ�� )RU
H[DPSOH��LQ�DQ�HYDOXDWLRQ�RI�D�UHVWRFNLQJ�SURMHFW�IRU�UHWXUQHHV��WKHLU�UHSUHVHQWDWLYHV�DQG
D�UDQGRP�VDPSOH�RI�KRXVHKROG�KHDGV�ZHUH�IUDQN�DERXW�PLVWDNHV�LQ�WKH�SURMHFW¶V�GHVLJQ
DQG� LPSOHPHQWDWLRQ� �.LEUHDE� ����D��� %XW� WKH\� DOVR� UHSRUWHG� WKDW� HYHU\� SHQQ\� LQ� WKH
SURMHFW�ZDV�DFFRXQWHG�IRU��,Q�FRQWUDVW��ZKHQ�WKH�DXWKRU�XQGHUWRRN�ILHOGZRUN�LQ�(ULWUHDQ
UHIXJHH� VHWWOHPHQWV� DQG� FDPSV� LQ� 6XGDQ�� KH� ZDV� WROG� RI� FRQVLGHUDEOH� FRUUXSWLRQ� DQG
HPEH]]OHPHQW� DPRQJ� 6XGDQHVH� RIILFLDOV� �.LEUHDE� ����F��� 7KLV� KDV� DXJPHQWHG� WKH
FRQILGHQFH�RI�WKH�UHWXUQHHV�WKDW�WKH\�FDQ�LQYHVW�WKHLU�VFDUFH�UHVRXUFHV�SURGXFWLYHO\�

+RZHYHU�� QDWLRQDO� FDSDFLW\� WR� PDQDJH� UHVHWWOHPHQW� ZDV� �DQG� LV�� FRQVWUDLQHG� E\� WKH
FRXQWU\¶V�GHVSHUDWH�VNLOOV�VKRUWDJH��0DQ\�VNLOOHG�DQG�SURIHVVLRQDO�(ULWUHDQV�HLWKHU�IOHG
WKH� FRXQWU\� GXULQJ� WKH�ZDU� RU� GLHG� LQ� WKH� LQGHSHQGHQFH� VWUXJJOH�� 6RPH� SURIHVVLRQDOV
KDYH�UHWXUQHG��EXW�WKHLU�QXPEHU� LV�QRW� ODUJH�HQRXJK�WR�ILOO� WKH�VKRUWDJHV� LQ� WKH�SULYDWH
DQG� SXEOLF� VHFWRUV� �VHH� +DQVVRQ� ������� +RZHYHU�� LW� LV� XQFOHDU� ZKHWKHU� WKH� FRXQWU\
ZRXOG� EHQHILW� PRUH� IURP� WKH� UHWXUQ� RI� WHFKQLFDO� H[SHUWLVH� WKDQ� IURP� WKH� UHPLWWDQFHV
SURYLGHG� E\� WKH� 'LDVSRUD²ZKLFK� ILQDQFHG� PXFK� RI� WKH� OLEHUDWLRQ� ZDU� DQG� LV� SDUWO\
ILQDQFLQJ� WKH� UHFRQVWUXFWLRQ� HIIRUW�� ,W�PD\� EH� EHWWHU� WR� DFFHOHUDWH� WKH� WUDLQLQJ� RI� QHZ
VNLOOHG�DQG�SURIHVVLRQDO�ODERXU�

7KH� VKRUWDJH� RI� VNLOOV� LV� WR� VRPH� H[WHQW� H[DFHUEDWHG� E\� WKH� JRYHUQPHQW¶V� SROLF\� RQ
WHFKQLFDO� DVVLVWDQFH� ZKLFK� LV� JXLGHG� E\� WKH� FRQFHSW� RI� µQDWLRQDO� H[HFXWLRQ¶�� 7KLV
FRQILQHV�H[WHUQDO�DFWRUV�WR�ILOOLQJ�WKH�JDSV�FUHDWHG�E\�WKH�ODFN�RI�QDWLRQDO�UHVRXUFHV�DQG
FDSDELOLWLHV��815,6'�����������7KLV�UHIOHFWV�WKH�FRXQWU\¶V�PXFK�DGPLUHG�DLP�WR�DYRLG
ORQJ�UXQ�GHSHQGHQFH�RQ�SURJUDPPH� DLG� �03,(&��������1DWLRQDO� H[HFXWLRQ� LV� ILQH� LQ
SULQFLSOH�EXW�LWV�DSSOLFDWLRQ�KDV�EHHQ�SUREOHPDWLF��HYHQ�LQ�DUHDV�ZKHUH�WKHUH�LV�D�GHILQLWH
ODFN�RI�ORFDO�VNLOOV��WKH�SROLF\�RQ�WHFKQLFDO�DVVLVWDQFH�LV�DSSOLHG�UHVWULFWLYHO\�

7KH� VWDWH¶V� ILVFDO� UHVRXUFHV� DUH� OLPLWHG�� GHVSLWH� LWV� HIIRUWV� WR� PRELOL]H� PRUH� SXEOLF
UHYHQXH��7KLV�LQKLELWV�LWV�DELOLW\�WR�DGRSW�D�FRPSUHKHQVLYH�UHVHWWOHPHQW�SURJUDPPH��,Q�D
SRRU� FRXQWU\� VXFK� DV� (ULWUHD�� UHWXUQHHV� PD\� EH� XQVXFFHVVIXO� LQ� UH�HVWDEOLVKLQJ
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WKHPVHOYHV� XQOHVV� D� FRPSUHKHQVLYH� GHYHORSPHQW� SURJUDPPH� LV� LQ� SODFH� WR� HDVH� WKHLU
DEVRUSWLRQ��8QIRUWXQDWHO\��WKH�GRQRU�UHVSRQVH�WR�WKLV�QHHG�ZDV�VORZ�DQG�OLPLWHG�

7KH�WUDGLWLRQDO�81+&5�DVVLVWDQFH�SDFNDJH�FRPSULVHV�D�IRRG�JUDQW��FDVK�WR�PHHW�WUDYHO
FRVWV�� VHHGV�� EDVLF� IDUPLQJ� WRROV�� PDWHULDOV� IRU� VKHOWHU�� DQG� FRRNLQJ� XWHQVLOV�� :KLOH
REYLRXVO\� KHOSIXO�� LW� LV� LQFUHDVLQJO\� UHFRJQL]HG� WKDW� WKLV� GRHV� QRW� JR� IDU� HQRXJK
�81+&5� ������� 6SHFLILFDOO\�� WKH� JDS� EHWZHHQ� WKH� KXPDQLWDULDQ� DQG� GHYHORSPHQW
REMHFWLYHV�RI�GRQRUV�PXVW�EH�EULGJHG��7KLV�LPSOLHV�JUHDWHU�FR�RUGLQDWLRQ�DPRQJ�GRQRUV
�DQG�EHWZHHQ�GRQRUV�DQG�QDWLRQDO�DFWRUV��VR�WKDW�EDVLF�LQWHJUDWLRQ�DVVLVWDQFH�DQG�ORQJHU�
WHUP� GHYHORSPHQW� IRFXVHG� RQ� WKH� DUHDV� RI� UHWXUQ� DUH� EURXJKW� WRJHWKHU²E\� LQFOXGLQJ
DUHDV� RI� UHWXUQ� LQWR� QDWLRQDO� SODQV� IRU� UHFRQVWUXFWLRQ� DQG� GHYHORSPHQW� IRU� H[DPSOH
�.LEUHDE�����E��2JDWD�������81+&5�������

7KH�DYDLODEOH�GDWD�VXJJHVWV� WKDW�GHVSLWH� WKLV� UKHWRULF�� WKH� UHVSRQVH�RI� WKH� LQWHUQDWLRQDO
FRPPXQLW\�WR�WKH�UHFRQVWUXFWLRQ�DQG�UHVHWWOHPHQW�SURJUDPPHV�LQ�(ULWUHD�KDV�EHHQ�TXLWH
VORZ�DQG�IUDJPHQWHG���352)(5,�������.LEUHDE�����D������E���7KLV�LV�RQH�RI�WKH�PDMRU
FRQVWUDLQWV�WKDW�KDYH�VORZHG�GRZQ�WKH�SURFHVV�RI�UHLQWHJUDWLRQ�RI�GLVSODFHG�SRSXODWLRQV�
$� VLPLODU� IUDJPHQWHG� UHVSRQVH� LV� IRXQG� LQ� RWKHU�ZDU�WRUQ� FRXQWULHV²VHH� IRU� LQVWDQFH
.RYVWHG�DQG�7DUS������RQ�*XLQHD�%LVVDX�

� 7KH�JHQGHU�GLPHQVLRQV�RI�WKH�UHVHWWOHPHQW�SURFHVV

,W�LV�JHQHUDOO\�DVVXPHG�WKDW�WKH�OLEHUDWLRQ�ZDU�OHIW�(ULWUHD�ZLWK�D�ODUJHU�VKDUH�RI�IHPDOH�
KHDGHG�KRXVHKROGV�WKDQ�ZRXOG�RWKHUZLVH�KDYH�EHHQ�WKH�FDVH��7KH�:RUOG�%DQN�HVWLPDWHV
WKDW� ���SHU� FHQW� RI� KRXVHKROGV� DUH� IHPDOH�KHDGHG� �:RUOG�%DQN� �������+RZHYHU�� WKLV
ILJXUH� LV� WKH�SURGXFW�RI�JXHVVZRUN�DQG�FDQQRW�EH� WDNHQ�VHULRXVO\��7KH�PDMRULW\�RI� WKH
�������� FDVXDOWLHV�ZHUH� FLYLOLDQV� DQG� WKHUH� LV� QRWKLQJ� WR� VXJJHVW� WKDW�PRUH�PHQ� WKDQ
ZRPHQ�SHULVKHG� DPRQJ�FLYLOLDQV��0RUHRYHU�� VLQFH�ZRPHQ� FRPSULVHG�RQH�WKLUG�RI� WKH
OLEHUDWLRQ� DUP\¶V� ILJKWLQJ� IRUFH�� LW� LV� SUREDEO\� UHDVRQDEOH� WR� DVVXPH� WKDW� ZRPHQ
FRQVWLWXWHG�RQH�WKLUG�RI�WKH��������ILJKWHUV�ZKR�GLHG�

$OWKRXJK� LW� LV� XQFOHDU�ZKHWKHU� WKH� SURSRUWLRQ�RI� IHPDOH�KHDGHG�KRXVHKROGV� LV� XQGXO\
ODUJH�� LW� FHUWDLQO\� QHFHVVDU\� WR� LQFRUSRUDWH� WKH� SULQFLSOH� RI� JHQGHU� HTXDOLW\� LQWR
HFRQRPLF� DQG� VRFLDO� SROLF\�� SDUWLFXODUO\� LQ� WKH� DUHDV� RI� ODQG�� DJULFXOWXUDO� DVVLVWDQFH�
WUDLQLQJ� DQG� HGXFDWLRQ²WR� QDPH� MXVW� WKUHH�� (GXFDWLRQ� DQG� WUDLQLQJ� DUH� HVSHFLDOO\
LPSRUWDQW��WKH�DGXOW�LOOLWHUDF\�UDWH�LV����SHU�FHQW��DQG�WKH�IHPDOH�LOOLWHUDF\�UDWH�LV����SHU
FHQW��VR� WKDW�ZRPHQ�FDQ�EHFRPH�VHOI�HPSOR\HG�DQG�FRPSHWH� LQ� WKH� ODERXU�PDUNHW� IRU
VNLOOHG� MREV� �:RUOG� %DQN� ������ ����� +RZHYHU�� WKH� SUHYDLOLQJ� JHQGHU� LGHRORJ\� DOVR
LQIOXHQFHV� ZRPHQ¶V� FKDQFHV� LQ� WKH� ODERXU� PDUNHW�� VNLOOV� DUH� QRW� HQRXJK� ZKHQ
GLVFULPLQDWLRQ�H[LVWV��$PRQJ�WKH�GHPRELOL]HG�IHPDOH�H[�ILJKWHUV�DQG�UHWXUQHH� IHPDOHV
WKHUH�ZHUH�D�IHZ�ZKR�WUDLQHG�DV�EULFNOD\HUV��PHFKDQLFV��DQG�HOHFWULFLDQV�GXULQJ�WKH�ZDU�
7KH\� IDFH� RSHQ� GLVFULPLQDWLRQ� LQ� WKH� MRE�PDUNHW�� HVSHFLDOO\� LQ� WKH� ZHVWHUQ� ORZODQGV
�ZKHUH�,VODPLF�FXOWXUH�LV�GRPLQDQW��VLPSO\�EHFDXVH�VXFK�VNLOOV�DUH�FRQVLGHUHG�WR�EH�WKH
H[FOXVLYH� GRPDLQ� RI� PHQ�� 7KH� FRPPXQLWLHV¶� SHUFHSWLRQ� RI� WKH� GLYLVLRQ� RI� ODERXU� LV
VWURQJO\�JHQGHUHG�

7KH�(3/)� WULHG� WR� SURPRWH� JHQGHU� HTXDOLW\� GXULQJ� WKH� OLEHUDWLRQ�ZDU� LQFOXGLQJ� HTXDO
SD\� IRU� HTXDO�ZRUN� DQG� WKH� SURYLVLRQ� RI� JHQGHU� VHQVLWLYH� VHUYLFHV� LQ� KHDOWK� FDUH� DQG
HGXFDWLRQ���18(:�������DQG�WKH�JRYHUQPHQW�KDV�UHPDLQHG�FRPPLWWHG�WR�WKLV�REMHFWLYH
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VLQFH� LQGHSHQGHQFH��*XDUDQWHHLQJ� HTXDO� DFFHVV� WR� SURGXFWLYH� UHVRXUFHV� LV� RQH� FULWLFDO
PHDVXUH��'XULQJ� WKH� OLEHUDWLRQ� VWUXJJOH�� WKH�(3/)� WULHG� WR� GLVWULEXWH� ODQG� WR�PHQ� DQG
ZRPHQ� HTXDOO\� LQ� WKH� OLEHUDWHG� DUHDV�� 'XULQJ� WKH� VWUXJJOH�� WKH� (3/)¶V� 1DWLRQDO
'HPRFUDWLF� 3URJUDPPH� SURFODLPHG� WKDW� DOO� ODZV�� FXVWRPDU\� RU� UHOLJLRXV� WKDW
GLVFULPLQDWHG� DJDLQVW� ZRPHQ� ZRXOG� EH� UHSHDOHG� DQG� UHSODFHG� E\� ODZV� ZKLFK� WUHDW
ZRPHQ� DV� HTXDO� FLWL]HQV�� &RQVLVWHQW� ZLWK� WKLV� FRPPLWPHQW�� WKH� /DQG� 3URFODPDWLRQ
HQDFWHG�LQ������JXDUDQWHHV�ZRPHQ�HTXDOLW\�RI�ULJKWV�RI�XVH�WR�ODQG�DV�HTXDO�PHPEHUV�RI
VRFLHW\� �3URFODPDWLRQ�1R������������7KH� ODQG�SROLF\� UHFRJQL]HV� WKH� ULJKWV� RI�PDUULHG
ZRPHQ��GLYRUFHHV��ZLGRZV��DQG�WKHLU�GHSHQGDQWV���FKLOGOHVV�ZRPHQ��XQPDUULHG�ZRPHQ�
DQG�PHQWDOO\�RU�SK\VLFDOO\�GLVDEOHG�ZRPHQ�����\HDUV�RU�ROGHU��

2WKHU� PHDVXUHV� WR� SURPRWH� JHQGHU� HTXDOLW\� KDYH� DOVR� EHHQ� XQGHUWDNHQ�� 7KH
JRYHUQPHQW¶V� FRPPLWPHQW� WR� JHQGHU� HTXDOLW\� DW� D� SROLF\� OHYHO� LV� FOHDU� IURP� WKH
SULQFLSOHV�HQVKULQHG� LQ� WKH�FRXQWU\¶V�1DWLRQDO�&KDUWHU��0DFUR�3ROLF\�DQG�&RQVWLWXWLRQ
�RQ�WKH�FUHDWLRQ�RI�WKHVH�NH\�GRFXPHQWV�VHH�+DQVVRQ��������7KH�1DWLRQDO�&KDUWHU��IRU
H[DPSOH�� SURFODLPV� WKDW�� µ7KH� LVVXH�RI�ZRPHQ� LV� D�PDMRU� VRFLDO� LVVXH��$� VRFLHW\� WKDW
GRHV�QRW�UHVSHFW� WKH�ULJKWV�DQG�HTXDOLW\�RI�ZRPHQ�FDQQRW�EH�D� WUXO\� OLEHUDWHG�VRFLHW\¶
�3)'-������������,W�LV�IXUWKHU�GHFODUHG�WKDW�WKH�REMHFWLYHV�IRU�HTXDO�ULJKWV�DUH��LQWHU�DOLD�
µ7R�UHVSHFW�WKH�HTXDOLW\�RI�ZRPHQ�DQG�WR�VWULYH�IRU�HTXDO�SDUWLFLSDWLRQ�RI�ZRPHQ�LQ�DOO
DUHDV��DQG�WR�HQFRXUDJH�ZRPHQ�WR�SURWHFW�WKHLU�ULJKWV�E\�RUJDQL]LQJ�WKHPVHOYHV¶�������
�������7KH�0DFUR�3ROLF\�DOVR�VWDWHV�WKDW��DOO�HIIRUWV�ZLOO�EH�PDGH�WR�PDNH�VRFLHW\�DZDUH
RI� ZRPHQ¶V� UROH�� HTXDO� ULJKWV� ZLOO� EH� XSKHOG� DQG� ODZV� DFFRUGLQJO\� FKDQJHG�� IHPDOH
SDUWLFLSDWLRQ� LQ� HGXFDWLRQ� DQG� HPSOR\PHQW� ZLOO� H[SDQG�� DSSURSULDWH� ODERXU�VDYLQJ
WHFKQRORJLHV�ZLOO�EH�HQFRXUDJHG�WR�UHGXFH�IHPDOH�WLPH�EXUGHQV��DQG�PRWKHU�DQG�FKLOG�
FDUH� VHUYLFHV�ZLOO�EH�H[SDQGHG� �*2(�����E�������0RVW� IRUPDO� ODZV� WKDW� GLVFULPLQDWH
DJDLQVW�ZRPHQ�DUH�UHSHDOHG��HVSHFLDOO\�LQ�WKH�DUHDV�RI�SURSHUW\��PDUULDJH��GLYRUFH�DQG
LQKHULWDQFH�

)RUPDO�OHJDO�HTXDOLW\�DORQH�PD\�QRW��KRZHYHU��VLJQLILFDQWO\�FKDQJH�WKH�SRVLWLRQ�RI�WKH
PDMRULW\�RI�ZRPHQ��5LJKWV�WKDW�LPSLQJH�RQ�JHQGHU�UHODWLRQV�LQ�(ULWUHD�DUH�VWLOO�JRYHUQHG
E\�WKUHH�VHWV�RI�ODZV��QDPHO\��FXVWRPDU\��6KDULD�DQG�FLYLO�ODZV�SHUWDLQLQJ�WR�IDPLO\�ODZ
JRYHUQLQJ� PDUULDJH�� GLYRUFH�� LQKHULWDQFH�� FKLOG� FXVWRG\�� DQG� SRVW�PDULWDO� UHVLGHQFH�
'HVSLWH� WKH� ZLGHO\� KHOG� YLHZ� WKDW� WKH� FXVWRPDU\� ODZV� GR� QRW� DFFRUG� ZRPHQ� DQ\
HFRQRPLF��FXOWXUDO�DQG�VRFLDO�ULJKWV��WKHUH�DUH�VRPH�VDIHJXDUGV�ZKLFK�SURKLELW�H[FHVVLYH
IRUPV� RI� LQHTXDOLW\� LQ� WHUPV� RI� DFFHVV� WR� ODQG�� UHVLGHQFH�� LQKHULWDQFH�� DQG� PDUULDJH�
+RZHYHU�� WKHVH� VDIHJXDUGV� DUH� LQVXIILFLHQW� DQG� FXVWRPDU\� DQG� 6KDULD� ODZV� GR�� RQ
EDODQFH�� GLVFULPLQDWH� DJDLQVW� ZRPHQ�� 7KH� VLQJOH� PRVW� LPSRUWDQW� REVWDFOH� WR� JHQGHU
HTXDOLW\� LV� WKH� SDWULDUFKDO� WUDGLWLRQDO� FXOWXUH� ZKLFK�� RQ� WKH� RQH� KDQG� JHQHUDWHV� WKH
FRQYHQWLRQV�DQG�WKH�FRGHV�RI�EHKDYLRXU�WKDW�MXVWLI\�WKH�VXERUGLQDWLRQ�RI�ZRPHQ�WR�PHQ
DQG�� RQ� WKH� RWKHU�� XQGHUYDOXHV� WKH� FULWLFDO� FRQWULEXWLRQV� RI� ZRPHQ� LQ� WKH� VSKHUHV� RI
SURGXFWLRQ�DQG�UHSURGXFWLRQ�

6LQFH� (ULWUHDQ� VRFLHW\� LV� SUHGRPLQDQWO\� UXUDO� DQG� WUDGLWLRQDO�� RQO\� D� VPDOO²PDLQO\
XUEDQ²VHFWLRQ� RI� WKH� SRSXODWLRQ� ZLOO� VHHN� UHGUHVV� WKURXJK� WKH� IRUPDO� OHJLVODWLRQ�
,QGHHG�� WKH� HIILFDF\� RI� WKH� OHJDO� UHIRUPV� DQG� WKH� SULQFLSOH� RI� JHQGHU� HTXDOLW\� �DV
HQVKULQHG� LQ� WKH� &RQVWLWXWLRQ�� WKH� 1DWLRQDO� &KDUWHU� DQG� WKH� 0DFUR� 3ROLF\�� DUH
FRPSURPLVHG� �DQG� HYHQ� QXOOLILHG� LQ� VRPH� FDVHV�� E\� WKH� JRYHUQPHQW¶V� UHVSHFW� DQG
VHQVLWLYLW\�IRU�WKH�FRXQWU\¶V�UHOLJLRXV�DQG�FXOWXUDO�GLYHUVLW\��7KHUHIRUH��IRU�WKH�PDMRULW\
RI�ZRPHQ�WKH�FRPPLWPHQW�WR�JHQGHU�HTXDOLW\�ZLOO�UHPDLQ�ZHOO�PHDQLQJ�UKHWRULF�
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7KH� *RYHUQPHQW� WKHUHIRUH� IDFHV� D� GLOHPPD�� LWV� SULQFLSDO� ODZV� GHFODUH� WKDW� JHQGHU
GLVFULPLQDWLRQ� LV�QRW�SHUPLWWHG�EXW� LW� DOVR�DFFHSWV� WKDW� LVVXHV� UHODWLQJ� WR�PDUULDJH�DQG
LQKHULWDQFH�IDOO�ZLWKLQ�WKH�GRPDLQ�RI�WKH�ULJKWV�RI�UHOLJLRXV�DQG�FXOWXUH�JURXSV��$V�ORQJ
DV� WKHVH�FRQWUDGLFWLRQV�DUH�QRW� DGGUHVVHG�� D�XQLIRUP�FLYLO� FRGH� WKDW� JXDUDQWHHV� JHQGHU
HTXDOLW\�UHJDUGOHVV�RI�UHOLJLRXV�RU�FXOWXUH�DIILQLW\�PD\�EH�LPSRVVLEOH�WR�DFKLHYH�

� &RQFOXVLRQV

7KLV�SDSHU�KDV�IRFXVHG�RQ�WKH�UHVHWWOHPHQW�RI�SHRSOH�GLVSODFHG�E\�(ULWUHD¶V�WKLUW\�\HDU
OLEHUDWLRQ� ZDU�� +RZHYHU�� (ULWUHD¶V� ���������� ZDU� ZLWK� (WKLRSLD� SRVHV� QHZ
UHFRQVWUXFWLRQ�SUREOHPV²ZKLFK�DUH�RQO\�QRZ�HPHUJLQJ��6LQFH�ODUJH�VFDOH�SURJUDPPHV
RI�SRVW�ZDU�UHVHWWOHPHQW�DQG�UHLQWHJUDWLRQ�DUH�FRVWO\��LW�LV�LPSRUWDQW�WR�OHDUQ�WKH�OHVVRQV
RI� WKH� SUHYLRXV� UHVHWWOHPHQW� SURJUDPPH� VWDUWHG� DIWHU� WKH� HQG� RI� WKH� OLEHUDWLRQ�ZDU� LQ
�����

:H� KDYH� VHHQ� WKDW� ODQG� WHQXUH� ODUJHO\� IDFLOLWDWHG� UHVHWWOHPHQW� �DOWKRXJK� ORQJ�WHUP
HQYLURQPHQWDO� SUREOHPV�PD\� HPHUJH��� VRFLDO� FDSLWDO� EXLOW� GXULQJ� WKH� ZDU� KDV� EHHQ� D
SRVLWLYH�UHVRXUFH��DQG�WKH�VWDWH¶V�OHJLWLPDF\�KDV�EHHQ�DQRWKHU�SRVLWLYH�IDFWRU�GHVSLWH�WKH
VKRUWDJH�RI�VNLOOV��DQG�IUDJPHQWHG�KHOS�IURP�WKH�GRQRUV��7KUHH�SROLF\�LPSOLFDWLRQV�VWDQG
RXW�� )LUVW�� WKRVH� ZKR� VHOI�VHWWOHG� JHQHUDOO\� GLG� EHWWHU� WKDQ� WKRVH� ZKR� VHWWOHG� XQGHU
JRYHUQPHQW� VFKHPHV�� WKLV� LPSOLHV� WKDW� KHOSLQJ� VHOI�VHWWOHPHQW� LV� PRUH� FRVW�HIIHFWLYH
WKDQ�GLUHFW�JRYHUQPHQW�KHOS²DQ�LPSRUWDQW�OHVVRQ�IRU�WKH�IXWXUH��6HFRQG��WKH�VXFFHVV�RI
UHWXUQHHV�LQ�UHFRQVWUXFWLQJ�WKHLU�OLYHOLKRRGV�GHSHQGV�XSRQ�WKH�UHVXPSWLRQ�RI�VXVWDLQDEOH
GHYHORSPHQW� DFWLYLWLHV� LQ� VHWWOHPHQW� DUHDV²WKHUHIRUH� D� PXOWLIDFHWHG� GHYHORSPHQW
SURJUDPPH�VKRXOG�EH�LPSOHPHQWHG�LQ�WKH�DUHDV�RI�UHWXUQ��7KLV�GRHV��KRZHYHU�� UHTXLUH
PRUH�GRQRU�VXSSRUW�JLYHQ�WKH�OLPLWHG�UHVRXUFHV�RI�D�SRRU�FRXQWU\�VXFK�DV�(ULWUHD��7KLUG�
DVVLVWDQFH� LV�PRVW�HIIHFWLYH�DQG�HTXLWDEOH�ZKHQ�SURYLGHG�RQ�D� FRPPXQLW\�ZLGH�EDVLV�
EULQJLQJ�EHQHILWV� WR�WKH�HQWLUH�SRSXODWLRQ�RI�DUHDV�ZKHUH�UHWXUQHHV�VHWWOH��VHH�81+&5
�������$JDLQ��IXUWKHU�GRQRU�UHVRXUFHV�DUH�QHHGHG�WR�UHLQIRUFH�JRYHUQPHQW�HIIRUWV�

/RQJVWDQGLQJ�SUREOHPV�UHPDLQ��2QH�RI�WKH�PRVW�LPSRUWDQW�LV�IRRG�VHFXULW\��PXFK�RI�WKH
SRSXODWLRQ� UHOLHV� RQ� IRRG� DLG� H[FHSW� LQ� \HDUV� RI� H[FHSWLRQDO� UDLQIDOO�� 7KH� FDSDFLW\� RI
PDQ\� UXUDO� DUHDV� WR� DEVRUE� DGGLWLRQDO� SRSXODWLRQV� ZLOO� EH� OLPLWHG� XQOHVV� (ULWUHD¶V
GHSHQGHQFH�RQ�UDLQIDOO�LV�UHGXFHG�WKURXJK�WKH�FRQVWUXFWLRQ�RI�GDPV��PLFUR�GDPV�DQG�WKH
VSUHDG� RI� ZDWHU� FRQVHUYDWLRQ� SUDFWLFHV�� %XW� VXFK� LQYHVWPHQW� PXVW� DOVR� EH� FRPELQHG
ZLWK� VXSSRUWLYH� ODQG�WHQXUH� SROLFLHV�� VR� WKDW� FRPPXQLWLHV� KDYH� DQ� LQFHQWLYH� WR
VXVWDLQDEO\�PDQDJH�ODQG�DQG�FRPPRQ�SURSHUW\�UHVRXUFHV��+HQFH��XUJHQW�FRQVLGHUDWLRQ
PXVW�EH�JLYHQ�WR�IXUWKHU�WHQXUH�UHIRUP��DQRWKHU�LOOXVWUDWLRQ�RI�WKH�LPSRUWDQFH�RI�UHIRUP
WR�HTXLWDEOH�UHFRQVWUXFWLRQ��0DQ\�FKDOOHQJHV�WKHUHIRUH�UHPDLQ�
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5HIHUHQFHV

$GGLVRQ��7�������D���µ5HFRQVWUXFWLRQ�IURP�:DU�LQ�$IULFD��&RPPXQLWLHV��(QWUHSUHQHXUV�
DQG�6WDWHV¶��'LVFXVVLRQ�3DSHU�1R������+HOVLQNL��818�:,'(5�

$GGLVRQ�� 7�� �����E��� µ)URP� &RQIOLFW� WR� 5HFRQVWUXFWLRQ¶��'LVFXVVLRQ� 3DSHU� 1R�� ���
+HOVLQNL��818�:,'(5�

$GDXWD� GH� 6RXVD��0��� 7RQ\�$GGLVRQ�� %M|UQ� (NPDQ� DQG�cVD� 6WHQPDQ� �������� µ)URP
+XPDQLWDULDQ�$VVLVWDQFH�WR�3RYHUW\�5HGXFWLRQ�LQ�$QJROD¶�'LVFXVVLRQ�3DSHU�1R�����
+HOVLQNL��818�:,'(5�

'DQLHO� $\DOHZ�� 6WHIDQ� 'HUFRQ� DQG� 3UDPLOD� .ULVKQDQ� �������� µ'HPRELOL]DWLRQ�� /DQG
DQG� +RXVHKROG� /LYHOLKRRGV�� /HVVRQV� IURP� (WKLRSLD¶�� 5,3� ���� +HOVLQNL�
818�:,'(5��'HFHPEHU��

GH� 6RXVD�� &ODUD� �������� µ5HEXLOGLQJ� 5XUDO� /LYHOLKRRGV� DQG� 6RFLDO� &DSLWDO�
0R]DPELTXH¶V� ([SHULHQFH¶�� :RUNLQJ� 3DSHU� 1R�� ����� +HOVLQNL�� 818�:,'(5
�'HFHPEHU��

(($��(ULWUHDQ�(QYLURQPHQWDO�$JHQF\����������µ(ULWUHD��5HIXJHH�5HLQWHJUDWLRQ�3URMHFW�
(QYLURQPHQW�$VVHVVPHQW�5HSRUW¶��$VPDUD��6HSWHPEHU��

(55(&� �(ULWUHDQ� 5HOLHI� DQG� 5HIXJHH� &RPPLVVLRQ�� �������� µ$QQXDO� 5HSRUW� RQ
352)(5,��1RYHPEHU������'HFHPEHU�����¶��$VPDUD��(55(&�

(55(&� �(ULWUHDQ� 5HOLHI� DQG� 5HIXJHH� &RPPLVVLRQ�� �����D��� µ7KH� &KDOOHQJH� RI
5HLQWHJUDWLRQ¶��(55(&�1HZVOHWWHU�������

(55(&��(ULWUHDQ�5HOLHI�DQG�5HIXJHH�&RPPLVVLRQ�������E��� µ7RZDUGV�)RRG�6HFXULW\�
&KDOOHQJHV�DQG�2SSRUWXQLWLHV¶��(55(&�1HZVOHWWHU�������

*KDL�� '�� �������� µ&RQVHUYDWLRQ�� /LYHOLKRRG� DQG� 'HPRFUDF\�� 6RFLDO� '\QDPLFV� RI
(QYLURQPHQWDO�&KDQJHV� LQ�$IULFD¶��815,6'�'LVFXVVLRQ�3DSHU�����*HQHYD��8QLWHG
1DWLRQV�5HVHDUFK�,QVWLWXWH�IRU�6RFLDO�'HYHORSPHQW�

*2(� �*RYHUQPHQW� RI� (ULWUHD�� �����D��� µ/DQG� 3URFODPDWLRQ� �������¶�� $VPDUD�� /DQG
&RPPLVVLRQ�

*2(������E���0DFUR�3ROLF\��$VPDUD��*RYHUQPHQW�3ULQWHU��1RYHPEHU��

+DQVVRQ��*|WH���������µ%XLOGLQJ�1HZ�6WDWHV��/HVVRQV�IURP�(ULWUHD¶��'LVFXVVLRQ�3DSHU
�IRUWKFRPLQJ���+HOVLQNL��818�:,'(5�

+HOOGqQ��8����������µ'HVHUWLILFDWLRQ��7LPH�IRU�DQ�$VVHVVPHQW¶��$PELR���������

,EUDKLP�� )�� 1�� �������� (FRORJLFDO� ,PEDODQFH� LQ� WKH� 5HSXEOLF� RI� WKH� 6XGDQ� ZLWK
5HIHUHQFH� WR� 'HVHUWLILFDWLRQ� LQ� 'DUIXU�� %D\UHXWK�� %D\UHXWKHU� *HZLVVHQVFKDIWOLFKH
$UEHLWHQ���

.LEUHDE��*�������D���5HDG\�DQG�:LOOLQJ�����EXW�6WLOO�:DLWLQJ��(ULWUHDQ�5HIXJHHV�LQ�6XGDQ
DQG�WKH�'LOHPPD�RI�5HWXUQ��8SSVDOD��7KH�/LIH�DQG�3HDFH�,QVWLWXWH�

.LEUHDE��*�� �����E��� µ/HIW� LQ�/LPER��3URVSHFWV� IRU�5HSDWULDWLRQ�RI�(ULWUHDQ�5HIXJHHV
IURP� WKH� 6XGDQ� DQG� WKH� 5HVSRQVH� RI� WKH� ,QWHUQDWLRQDO� 'RQRU� &RPPXQLW\¶�� LQ
7��$OOHQ� �HG���� ,Q� 6HDUFK� RI� &RRO� *URXQG�� +RPH� &RPLQJ� LQ� 1RUWKHDVWHUQ� $IULFD�
/RQGRQ��-DPHV�&XUUH\�



��

.LEUHDE��*�������F���3HRSOH�RQ�WKH�(GJH��'LVSODFHPHQW��/DQG�8VH�DQG�WKH�(QYLURQPHQW
LQ�WKH�*HGDUHI�5HJLRQ��6XGDQ��/RQGRQ��-DPHV�&XUUH\�

.LEUHDE��*�������D���µ(YDOXDWLRQ�RI�86$,'�3RUWLRQ�RI�WKH�352)(5,�3LORW�3URJUDPPH¶�
/RQGRQ��)HEUXDU\��

.LEUHDE� *�� �����E��� µ(ULWUHD�� 5HFRQVWUXFWLQJ� /LYHOLKRRGV� LQ� $UHDV� RI� 5HWXUQ�� $
3UHOLPLQDU\�5HSRUW¶��/RQGRQ�

.LEUHDE��*�������D���µ7KH�&RQVHTXHQFHV�RI�1RQ�SDUWLFLSDWRU\�3ODQQLQJ��/HVVRQV�IURP�D
/LYHVWRFN�3URYLVLRQ�3URMHFW�WR�5HWXUQHHV�LQ�(ULWUHD¶��-RXUQDO�RI�5HIXJHH�6WXGLHV����
�������������

.LEUHDE�*�������E���µ0DVV�'HSRUWDWLRQ�RI�(ULWUHDQV�DQG�(WKLRSLDQV�RI�(ULWUHDQ�2ULJLQ
IURP�(WKLRSLD�DQG�9LRODWLRQ�RI�+XPDQ�5LJKWV¶��(ULWUHDQ�6WXGLHV�5HYLHZ�������������
����

.RYVWHG�� -HQV� DQG� )LQQ� 7DUS� �������� µ*XLQHD�%LVVDX�� :DU�� 5HFRQVWUXFWLRQ� DQG
5HIRUP¶��:RUNLQJ�3DSHU�1R�������+HOVLQNL��818�:,'(5��1RYHPEHU��

03,(&���������µ(ULWUHD��)<������([WHUQDO�*UDQW�$VVLVWDQFH�3ROLF\�DQG�0DQDJHPHQW¶�
$VPDUD���)HEUXDU\��

1DGHO��6��)����������µ/DQG�7HQXUH�RQ�WKH�(ULWUHDQ�3ODWHDX¶��$IULFD���������������

18(:��1DWLRQDO�8QLRQ�RI�(ULWUHDQ�:RPHQ����������µ7KH�6WDWXV�RI�:RPHQ�LQ�(ULWUHD�
(ULWUHDQ�1DWLRQDO�5HSRUW�WR�WKH��WK�:RUOG�&RQIHUHQFH�RQ�:RPHQ¶��$VPDUD��18(:�

2JDWD��6�� �������� µ6WDWHPHQW� DW� WKH�)RUW\�ILIWK� VHVVLRQ�RI� WKH�([HFXWLYH�&RPPLWWHH�RI
WKH� +LJK� &RPPLVVLRQHU¶V� 3URJUDPPH¶�� *HQHYD�� 81� +LJK� &RPPLVVLRQHU� IRU
5HIXJHHV�����2FWREHU��

3)'-��3HRSOH¶V�)URQW�IRU�'HPRFUDF\�DQG�-XVWLFH���������µ1DWLRQDO�&KDUWHU�IRU�(ULWUHD�
)RU�'HPRFUDWLF��-XVW�DQG�3URVSHURXV�)XWXUH¶��1DNID��)HEUXDU\��

3XWPDQ��5����������µ7KH�3URVSHURXV�&RPPXQLW\��6RFLDO�&DSLWDO�DQG�3XEOLF�/LIH¶��7KH
$PHULFDQ�3URVSHFW������6SULQJ���KWWS���ZZZ�SURVSHFW�RUJ�DUFKLYHV������SXWQ�KWPO��

352)(5,���������µ5HSRUW�RI�WKH�3OHGJLQJ�&RQIHUHQFH�IRU�WKH�3URJUDPPH�IRU�5HIXJHH
5HLQWHJUDWLRQ�DQG�5HKDELOLWDWLRQ�RI�5HVHWWOHPHQW�$UHDV�LQ�(ULWUHD¶��*HQHYD��-XO\��

5RJJH��-����������µ5HSDWULDWLRQ�RI�5HIXJHHV��D�1RW�VR�6LPSOH�µ2SWLPXP¶�6ROXWLRQ¶�� LQ
7��$OOHQ��DQG�+��0RUVLQN��HGV��:KHQ�5HIXJHHV�*R�+RPH��/RQGRQ��-DPHV�&XUUH\�

6KHSKHUG��*����������µ7KH�5HDOLW\�RI�WKH�&RPPRQV��$QVZHULQJ�+DUGLQ�IURP�6RPDOLD¶�
'HYHORSPHQW�3ROLF\�5HYLHZ����

81+&5���������µ5HWXUQHH�$LG�DQG�'HYHORSPHQW¶��3URFHVVHG��*HQHYD��8QLWHG�1DWLRQV
+LJK�&RPPLVVLRQHU�IRU�5HIXJHHV�

81+&5� ��������7KH� 6WDWH� RI� WKH�:RUOG¶V� 5HIXJHHV�� LQ� 6HDUFK� RI� 6ROXWLRQV�� 2[IRUG�
2[IRUG�8QLYHUVLW\�3UHVV�IRU�WKH�8QLWHG�1DWLRQV�+LJK�&RPPLVVLRQHU�IRU�5HIXJHHV�

815,6'� �������� µ3URPRWLQJ� 1HZ� $LG� 5HODWLRQVKLSV¶�� 7KH� &KDOOHQJH� RI� 3HDFH�� DQ
LQWHUDFWLYH� QHZVOHWWHU� RI� WKH� :63�� *HQHYD�� 8QLWHG� 1DWLRQV� 5HVHDUFK� ,QVWLWXWH� IRU
6RFLDO�'HYHORSPHQW�

:LGQHU��-��ZLWK�$��0XQGW���������µ5HVHDUFKLQJ�6RFLDO�&DSLWDO�LQ�$IULFD¶��$IULFD���������
�����



��

:RUOG�%DQN���������µ(ULWUHD��3RYHUW\�$VVHVVPHQW¶��5HSRUW�1R���������(5��3RSXODWLRQ
DQG�+XPDQ�5HVRXUFHV�'LYLVLRQ�(DVWHUQ�$IULFD�'HSDUWPHQW��:DVKLQJWRQ��'&�

:X\WV�� 0DUF� �������� µ7KH� $JUDULDQ� 4XHVWLRQ� LQ� 0R]DPELTXH¶V� 7UDQVLWLRQ� DQG
5HFRQVWUXFWLRQ¶��'LVFXVVLRQ�3DSHU�1R������+HOVLQNL��818�:,'(5�





818�:RUOG� ,QVWLWXWH� IRU� 'HYHORSPHQW� (FRQRPLFV� 5HVHDUFK� �818�:,'(5�
ZDV� HVWDEOLVKHG� E\� WKH� 8QLWHG� 1DWLRQV� 8QLYHUVLW\� DV� LWV� ILUVW� UHVHDUFK� DQG
WUDLQLQJ�FHQWUH�DQG�VWDUWHG�ZRUN�LQ�+HOVLQNL��)LQODQG�LQ�������7KH�SXUSRVH�RI
WKH�,QVWLWXWH�LV�WR�XQGHUWDNH�DSSOLHG�UHVHDUFK�DQG�SROLF\�DQDO\VLV�RQ�VWUXFWXUDO
FKDQJHV� DIIHFWLQJ� WKH� GHYHORSLQJ� DQG� WUDQVLWLRQDO� HFRQRPLHV�� WR� SURYLGH� D
IRUXP� IRU� WKH� DGYRFDF\� RI� SROLFLHV� OHDGLQJ� WR� UREXVW�� HTXLWDEOH� DQG
HQYLURQPHQWDOO\� VXVWDLQDEOH� JURZWK�� DQG� WR� SURPRWH� FDSDFLW\� VWUHQJWKHQLQJ
DQG� WUDLQLQJ� LQ� WKH� ILHOG� RI� HFRQRPLF� DQG� VRFLDO� SROLF\�PDNLQJ�� ,WV� ZRUN� LV
FDUULHG�RXW�E\�VWDII�UHVHDUFKHUV�DQG�YLVLWLQJ�VFKRODUV�LQ�+HOVLQNL�DQG�WKURXJK
QHWZRUNV�RI�FROODERUDWLQJ�VFKRODUV�DQG�LQVWLWXWLRQV�DURXQG�WKH�ZRUOG�

818�:RUOG�,QVWLWXWH�IRU�'HYHORSPHQW�(FRQRPLFV�5HVHDUFK��818�:,'(5�
.DWDMDQRNDQODLWXUL���%��������+HOVLQNL��)LQODQG

&DPHUD�UHDG\�W\SHVFULSW�SUHSDUHG�E\�-DQLV�9HKPDDQ�.UHXOD�DW�818�:,'(5
3ULQWHG�DW�818�:,'(5��+HOVLQNL

7KH� YLHZV� H[SUHVVHG� LQ� WKLV� SXEOLFDWLRQ� DUH� WKRVH� RI� WKH� DXWKRU�V��� 3XEOLFDWLRQ� GRHV� QRW� LPSO\
HQGRUVHPHQW�E\�WKH�,QVWLWXWH�RU�WKH�8QLWHG�1DWLRQV�8QLYHUVLW\��QRU�E\�WKH�SURJUDPPH�SURMHFW�VSRQVRUV��RI
DQ\�RI�WKH�YLHZV�H[SUHVVHG�

,661����������
,6%1����������������SULQWHG�SXEOLFDWLRQ�
,6%1����������������LQWHUQHW�SXEOLFDWLRQ�


