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� 03,I*�'LVFXVVLRQ�3DSHU�����

$EVWUDFW

7KH������6LQJOH�(XURSHDQ�$FW��6($�� LV� IUHTXHQWO\� LGHQWLILHG�DV�D�PRPHQWRXV� ODQGPDUN
IRU�(XURSHDQ�LQWHJUDWLRQ�EHFDXVH�LW�DOWHUHG�YRWLQJ�SURFHGXUHV�LQ�WKH�&RXQFLO�RI�0LQLVWHUV
¥� VXEVWLWXWLQJ�ZLGHVSUHDG� TXDOLILHG�PDMRULW\� YRWLQJ� IRU� WKH� XQDQLPLW\�ZKLFK� KDG� SUH�
YDLOHG� VLQFH� WKH� IDPRXV� /X[HPERXUJ�&RPSURPLVH� RI� ������$FFRUGLQJO\�� QHDUO\� DOO� DF�
FRXQWV� SRUWUD\� WKH� ����V� DV� D� WLPH� RI� HQRUPRXV� LQHIILFLHQF\� DQG� OHJLVODWLYH� VWDJQDWLRQ�
DQG�KDLO�WKH�SRVW�6($�SHULRG�DV�RQH�RI�H[SHGLWHG�GHFLVLRQPDNLQJ�DQG�DQ�§XQEORFNLQJ¨�RI
SURSRVDOV�ZKLFK�KDG�ODQJXLVKHG�IRU�\HDUV�LQ�WKH�&RXQFLO�

+RZHYHU�� GHVSLWH� ZLGHVSUHDG� VSHFXODWLRQ� DERXW� WKH� VLJQLILFDQFH� RI� WKH� 6($�� RQO\� LP�
SUHVVLRQLVWLF�DFFRXQWV�H[LVW�RI�SRVW�6($�GHFLVLRQPDNLQJ��7KLV�SDSHU� UHSUHVHQWV� WKH� ILUVW
V\VWHPDWLF� HIIRUW� WR� DVVHVV� HIILFLHQF\�ERWK�SULRU� WR� DQG�DIWHU� WKH� LQVWLWXWLRQDO� UHIRUPV�RI
������%DVHG�RQ�FRPSUHKHQVLYH�GDWD�IRU�(&�'LUHFWLYHV�SURSRVHG�VLQFH�������WKH�SDSHU�FDO�
FXODWHV�OHJLVODWLYH�YROXPH�DQG�GHFLVLRQPDNLQJ�VSHHG�RYHU�D�WZHQW\�WZR�\HDU�SHULRG��DQG
HPSOR\V� D� PXOWLSOH� UHJUHVVLRQ� DQDO\VLV� WR� LGHQWLI\� WKH� GHWHUPLQDQWV� RI� HIILFLHQF\� RYHU
WLPH�DQG�DFURVV�SROLF\�VHFWRUV��7KH�ILQGLQJV�FKDOOHQJH�VHYHUDO�IXQGDPHQWDO�DVVXPSWLRQV
LQ�WKH�OLWHUDWXUH��UHYHDOLQJ�WKDW�LQ�WKH�����V�GHFLVLRQPDNLQJ�HIILFLHQF\�ZDV�PXFK�KLJKHU
WKDQ�LV�RIWHQ�DVVXPHG��WKDW�WKH�HIIHFWV�RI�WKH�/X[HPERXUJ�&RPSURPLVH�KDYH�EHHQ�H[DJ�
JHUDWHG��DQG�WKDW�HIILFLHQF\�JDLQV�DWWULEXWDEOH�WR�H[WHQGLQJ�WKH�VKDGRZ�RI�WKH�YRWH�LQ�����
KDYH�IRU�WKH�PRVW�SDUW�IDLOHG�WR�PDWHULDOLVH�

=XVDPPHQIDVVXQJ

'LH�(LQKHLWOLFKH�(XURSlLVFKH�$NWH� �(($��YRQ� �����ZLUG�KlXILJ� DOV� HLQ�0HLOHQVWHLQ�GHU
HXURSlLVFKHQ�,QWHJUDWLRQ�EHWUDFKWHW��ZHLO�PLW� LKU�$EVWLPPXQJVYHUIDKUHQ�LP�0LQLVWHUUDW
JHlQGHUW�ZXUGHQ��'DV� VHLW� GHP�EHGHXWHQGHQ�/X[HPEXUJHU�.RPSURPL�� YRQ� ����� YRU�
KHUUVFKHQGH�3ULQ]LS�GHU�(LQVWLPPLJNHLW�ZXUGH�QXQ� LQ�YLHOHQ�%HUHLFKHQ�GXUFK�$EVWLP�
PXQJHQ� PLW� TXDOLIL]LHUWHU� 0HKUKHLW� HUVHW]W�� )ROJHULFKWLJ� FKDUDNWHULVLHUWHQ� QDKH]X� DOOH
'DUVWHOOXQJHQ�GLH�VLHE]LJHU�-DKUH�DOV�HLQH�=HLW�DX�HURUGHQWOLFKHU�,QHIIL]LHQ]�XQG�OHJLVOD�
WLYHU�6WDJQDWLRQ�XQG�SUHLVHQ�GLH�=HLW�QDFK�(($�DOV�HLQH�3KDVH�]�JLJHU�(QWVFKHLGXQJHQ
XQG�GHU�$XIO|VXQJ�GHU�%ORFNDGHKDOWXQJ�JHJHQ�EHU�$QWUlJHQ��GLH��EHU�-DKUH�KLQZHJ�LP
0LQLVWHUUDW�EORFNLHUW�ZDUHQ�

7URW]�XPIDQJUHLFKHU�6SHNXODWLRQHQ��EHU�GLH�%HGHXWXQJ�GHU�(LQKHLWOLFKHQ�(XURSlLVFKHQ
$NWH�H[LVWLHUHQ�MHGRFK�QXU�LPSUHVVLRQLVWLVFKH�%HVFKUHLEXQJHQ�GHU�(QWVFKHLGXQJVILQGXQJ
LQ�GHU�=HLW�QDFK�(($��'LHVHU�$XIVDW]�VWHOOW�GHQ�HUVWHQ�9HUVXFK�GDU��GLH�(IIL]LHQ]�YRQ�(QW�
VFKHLGXQJVSUR]HVVHQ�VRZRKO�YRU�DOV�DXFK�QDFK�GHQ� LQVWLWXWLRQHOOHQ�5HIRUPHQ�YRQ�����
V\VWHPDWLVFK� ]X� EHZHUWHQ�� $XI� GHU� %DVLV� YRQ� XPIDQJUHLFKHP� 'DWHQPDWHULDO� �EHU� VHLW
�����HLQJHEUDFKWH�(*�5LFKWOLQLHQYRUVFKOlJH�ZLUG�GDV�JHVHW]JHEHULVFKH�9ROXPHQ�XQG�GLH
'DXHU�GHU�(QWVFKHLGXQJVSUR]HVVH��EHU�HLQHQ�=HLWUDXP�YRQ���� -DKUHQ�HUID�W��ZREHL�]XU
(UPLWWOXQJ�GHU�(IIL]LHQ]GHWHUPLQDQWHQ��EHU�GLHVHQ�=HLWUDXP�XQG�TXHU�GXUFK�DOOH�3ROL�
WLNEHUHLFKH� GLH� PXOWLSOH� 5HJUHVVLRQVDQDO\VH� DQJHZHQGHW� ZLUG�� 'LH� (UJHEQLVVH� VWHOOHQ
HLQLJH�GHU�LQ�GHU�/LWHUDWXU�YRUKHUUVFKHQGHQ�IXQGDPHQWDOHQ�$QQDKPHQ�LQ�)UDJH��GHQQ�VLH
YHUGHXWOLFKHQ��GD��GLH�(QWVFKHLGXQJVHIIL]LHQ]�LQ�GHQ�VLHE]LJHU�-DKUHQ�ZHLWDXV�K|KHU�ZDU
DOV�KlXILJ�DQJHQRPPHQ�ZLUG��GD��GLH�$XVZLUNXQJHQ�GHV�/X[HPEXUJHU�.RPSURPLVVHV
�EHUWULHEHQ�EHZHUWHW�ZXUGHQ�XQG� HLQ�(IIL]LHQ]]XZDFKV��ZHOFKHU�GHP������ JHlQGHUWHQ
$EVWLPPXQJVYHUIDKUHQ�]X]XVFKUHLEHQ�ZlUH��JU|�WHQWHLOV�QLFKW�QDFKYROO]LHKEDU�LVW�
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� ,QWURGXFWLRQ

7KH�YDVW�OLWHUDWXUH�RQ�(XURSHDQ�LQWHJUDWLRQ�VKDUHV�VHYHUDO�GHHSO\�LQJUDLQHG�SHU�
FHSWLRQV�DERXW�WKH�KLVWRU\�RI�YRWLQJ�UXOHV��LQVWLWXWLRQDO�FKDQJH�DQG�SROLF\PDNLQJ
LQ�WKH�(XURSHDQ�&RPPXQLW\��(&���2QH� LV� WKH�XQLYHUVDOO\�DFFHSWHG�YLHZ�WKDW�DO�
WKRXJK�WKH�&RPPXQLW\ªV�RULJLQDO�WUHDW\�IRUPDOO\�SURYLGHG�IRU�ZLGHVSUHDG�TXDOL�
ILHG� PDMRULW\� YRWLQJ� �409�� E\� ������ &KDUOHV� GH� *DXOOH� LQVLVWHG� RQ� SURWHFWLQJ
)UHQFK�§YLWDO�LQWHUHVWV¨�IURP�EHLQJ�XQGHUPLQHG�E\�PDMRULW\�YRWH��DQG�IURP�����
RQZDUGV�XQDQLPLW\�EHFDPH�WKH�QRUP�LQ�WKH�&RXQFLO�RI�0LQLVWHUV�XQGHU�WKH�WHUPV
RI� WKH� VR�FDOOHG� /X[HPERXUJ� &RPSURPLVH��� 7KHUH� LV� DOVR� JHQHUDO� DJUHHPHQW
DPRQJVW�(&�VFKRODUV�DERXW�WKH�FRQVHTXHQFHV�RI�WKH�/X[HPERXUJ�&RPSURPLVH�¥
WKDW� GH� *DXOOH� §PDQDJHG� WR� LQWURGXFH� QDWLRQDO� YHWRHV� RQ� DOO� LVVXHV� EDU� WKH
EXGJHW�����>ZKLFK@�PRUH�RU�OHVV�IUR]H�SURJUHVV�IRU�WKH�QH[W�WZHQW\�\HDUV¨��'XFKrQH
������������$OWKRXJK�&RPPXQLW\�DFWLYLW\�GLG�QRW�JULQG�WR�D�KDOW�DIWHU������¥�VRPH
VLJQLILFDQW�SLHFHV�RI�OHJLVODWLRQ�ZHUH�DGRSWHG�DQG�WKH�(&�FROODERUDWHG�LQ�D�UDQJH
RI�LQWHUQDWLRQDO�QHJRWLDWLRQV�¥�WKHUH�H[LVWV�D�JHQHUDO�EHOLHI�WKDW�WKH�FRQVWDQW�YHWR
WKUHDW� SURGXFHG� VHULRXV� LQHIILFLHQF\�� HYLGHQW� LQ� SDWFK\�� VORZ� DQG� FXPEHUVRPH
GHFLVLRQPDNLQJ��7KLV�YLHZ�LV�VKDUHG�E\�(XURSHDQ�DQG�$PHULFDQ�REVHUYHUV�DOLNH�
:LOOLDP�:DOODFH�� IRU� LQVWDQFH��KDV�DUJXHG�WKDW�EHWZHHQ������DQG������WKH�&RP�
PXQLW\�PDGH�§RQO\�PRGHVW�DFKLHYHPHQWV�LQ�FRPPRQ�SRVLWLRQV�DQG�FRPPRQ�DF�
WLRQ¨�DQG�WKDW�§WKH�REVHUYHU�FRXOG�GHWHFW�D�PRRG�RI�ZHDULQHVV�DQG�GLVLOOXVLRQ�LQ
PDQ\�QDWLRQDO�FDSLWDOV�IURP������RQ¨��:DOODFH�������������([SDQGLQJ�WKH�SHULRG
RI�PDODLVH�VOLJKWO\��$OEHUWD�6EUDJLD�KDV�ZULWWHQ� WKDW�§LW� LV� FHUWDLQO\� WUXH� WKDW� WKH
&RPPXQLW\� KDG� UHDFKHG� D� SROLWLFDO� VWDOHPDWH� GXULQJ� WKH� ����V� WKDW� FRQWLQXHG
LQWR� WKH�����V��7KH�QHHG� IRU�XQDQLPLW\�RQ�DOO�GHFLVLRQV� WDNHQ�E\� WKH�&RXQFLO�RI
0LQLVWHUV�KDG�OHG�WR�SROLWLFDO�SDUDO\VLV�LQ�WKH�&RXQFLO¨��6EUDJLD�����������

7KHVH�GHHSO\�KHOG�SHUFHSWLRQV�GHULYH�SDUWO\�IURP�WKH�IDFW�WKDW�LQ������D�&RPPLW�
WHH�RI�§7KUHH�:LVH�0HQ¨�ZDV�HVWDEOLVKHG�WR� LGHQWLI\�WKH�FDXVHV�RI�DQG�SRWHQWLDO
UHPHGLHV� IRU� WKH� SHUFHLYHG� LQDGHTXDFLHV� RI� (&� LQVWLWXWLRQDO� SHUIRUPDQFH�� 7KHLU

��������������������������������������������������
,�DP�JUDWHIXO� WR�6LPRQ�+XJ��.MHOO�+DXVNHQ�� -DPHV�:DOVK�DQG�0DUF�6P\UO� IRU� WKHLU�GH�
WDLOHG� FRPPHQWV� DQG� VXJJHVWLRQV� RQ� HDUOLHU� GUDIWV� RI� WKLV� SDSHU�� DQG� WR� 5HQDXG� 'H�
KRXVVH��<YHV�0pQ\�DQG�WKH�5REHUW�6FKXPDQ�&HQWUH�DW�WKH�(XURSHDQ�8QLYHUVLW\�,QVWLWXWH
LQ�)ORUHQFH�IRU�WKHLU�VXSSRUW�RI�WKH�SURMHFW�

� $PRQJVW� WKH�PDQ\� FRQFHSWXDOO\� GLYHUVH� WUHDWPHQWV� RI� (&�SROLF\� DQG�SROLWLFV�� WKDW
WKH�/X[HPERXUJ�&RPSURPLVH�UHSUHVHQWHG�D�GHILQLQJ�PRPHQW�LQ�&RPPXQLW\�GHYHO�
RSPHQW� LV�RQH�RI�WKH�IHZ�LVVXHV�XSRQ�ZKLFK�WKHUH� LV�JHQHUDO�DJUHHPHQW��6HH�7D\ORU
������������1XJHQW������������������:HEE�������������'LQDQ���������������������9DQ�GHQ
%RV�������������3HWHUV������������



� 03,I*�'LVFXVVLRQ�3DSHU�����

UHSRUW�LQWURGXFHG�WKH�WHUP�ORXUGHXU�WR�GHVFULEH�WKH�JHQHUDO�SKHQRPHQRQ�RI�OHJLV�
ODWLYH� VWDJQDWLRQ� GXH� WR� §FXPEHUVRPH� DQG� LQDSSURSULDWH¨� GHFLVLRQPDNLQJ�PD�
FKLQHU\�DQG�SURFHGXUHV��(&��������¥����$FFRUGLQJ�WR�WKH�UHSRUW��QRW�HQRXJK�SURJ�
UHVV�ZDV�EHLQJ�PDGH� WRZDUGV�(XURSHDQ�8QLRQ��RQO\� VRPH�RI� WKH� WUHDW\ªV�REMHF�
WLYHV�KDG�EHHQ�WUDQVIRUPHG�LQWR�OHJLVODWLRQ��DQG�HYHQ�WKLV�§UDWKHU�PRGHVW�RXWSXW¨
FRQVXPHG�DQ� H[FHVVLYH� DPRXQW�RI� WLPH�DQG�HQHUJ\�ZLWKLQ� WKH�(&ªV� LQVWLWXWLRQV
�(&� ����������� 6WUXFWXUDO� FKDQJH� ZDV� VHHQ� WKHQ� DQG� KDV� VLQFH� EHHQ� YLHZHG� E\
VFKRODUV�DV�RQH�RI�WKH�NH\V�WR�UHQHZHG�LQWHJUDWLRQ��$PRQJ�LWV�PDQ\�UHFRPPHQ�
GDWLRQV��WKH�UHSRUW�DUJXHG�WKDW�GHFLVLRQPDNLQJ�HIILFLHQF\�ZRXOG�RQO\�LQFUHDVH�LI
WKH� /X[HPERXUJ� &RPSURPLVH� ZHUH� UHSODFHG� E\� IUHTXHQW� UHFRXUVH� WR� TXDOLILHG
PDMRULW\�YRWLQJ��(&���������������

7KLV� LV� SUHFLVHO\�ZKDW� KDSSHQHG� HLJKW� \HDUV� ODWHU�ZLWK� WKH� SDVVDJH� RI� WKH� ����
6LQJOH�(XURSHDQ�$FW��6($���ZKLFK�VLJQDOOHG�D�SROLWLFDO�ZLOOLQJQHVV�WR�DEDQGRQ�WKH
/X[HPERXUJ� &RPSURPLVH� RQ� SURSRVDOV� DOUHDG\� VXEMHFW� WR� 409�� DQG� IRUPDOO\
DPHQGHG� WKH� WUHDW\� WR� DOORZ� PDMRULW\� YRWLQJ� LQ� DUHDV� SUHYLRXVO\� JRYHUQHG� E\
XQDQLPLW\��:KLOH� WKH�XQGHUO\LQJ�UHDVRQV� IRU� WKH�6($ªV� WLPLQJ�DQG�DGRSWLRQ�UH�
PDLQ�PDWWHUV�RI�LQWHQVH�GHEDWH��WKHUH�LV�D�VWURQJ�FRQVHQVXV�WKDW�LW�VLJQLILHG�D�PR�
PHQWRXV�ODQGPDUN�DORQJ�WKH�SDWK�WR�ZLGHU�DQG�GHHSHU�(XURSHDQ�LQWHJUDWLRQ��$F�
FRUGLQJ�WR�DOO�FRQYHQWLRQDO�ZLVGRP��WKH�$FW�KHUDOGHG�DQ�HUD�RI�SHUYDVLYH�409�
ZKLFK� LQ� WXUQ�§XQEORFNHG¨�D�ZLGH� UDQJH�RI�SURSRVDOV�DQG�\LHOGHG�GUDPDWLFDOO\
PRUH� HIILFLHQW� GHFLVLRQPDNLQJ� �:HVVHOV� ������ (KOHUPDQQ� ������ 0DMRQH� ������
0RUH�SUHFLVHO\��LW�ZDV�WKH�PHUH�SRVVLELOLW\�DQG�WKUHDW�RI�409�¥�ZKLFK�,�UHIHU�WR
WKURXJKRXW� WKLV�SDSHU�DV�§WKH� VKDGRZ�RI� WKH�YRWH¨�¥� UDWKHU� WKDQ�DQ�DFWXDO�YRWH
ZKLFK�SURYLGHG�WKH�LPSHWXV�IRU�FRQFHVVLRQV�DQG�H[SHGLWHG�GHFLVLRQPDNLQJ���7KH
XVXDO�YLHZ�RI�(&�KLVWRU\�KROGV�WKDW�WKH�VKDGRZ�RI�WKH�YRWH�IRUPDOO\�IHOO�RQ�OHJLV�
ODWLYH�SURSRVDOV�SULRU�WR������EXW�ZDV�UHQGHUHG�LQHIIHFWLYH�EHFDXVH�RI�WKH�/X[HP�
ERXUJ�&RPSURPLVH�� DQG� WKDW� WKH�6($�JDYH� HIIHFW� WR� WKLV� VKDGRZ�DV�ZHOO� DV� H[�
SDQGLQJ�LWV�VFRSH�WR�FRYHU�SURSRVDOV�LQ�QHZ�SROLF\�DUHDV�

��������������������������������������������������
� 3DUWLFXODUO\�IURP�D�VSDWLDO�PRGHO�RU�UDWLRQDO�FKRLFH�SHUVSHFWLYH��IRUPDO�YRWLQJ�UXOHV

RFFXS\�D�FHQWUDO�SRVLWLRQ� LQ� WKH�YDVW� OLWHUDWXUH�RQ�ZK\�DQG�KRZ�LQVWLWXWLRQV�PDWWHU
�6FKDUSI�������FK�����7VHEHOLV�������3ROODFN�������$OW�6KHSVOH��������)RU�&RXQFLO�GHFL�
VLRQPDNLQJ�G\QDPLFV�RQH�ZRXOG�WKHUHIRUH�H[SHFW�YRWLQJ�SURFHGXUHV��DQG�FKDQJHV�WR
WKRVH�SURFHGXUHV�� WR�DFW�DV�D�SRZHUIXO� LQVWLWXWLRQDO� FRQVWUDLQW�ZKLFK�FRQGLWLRQV� WKH
EHKDYLRXU�RI�DFWRUV��7KH�&RPPLVVLRQ�QRWHG� LQ������� IRU�H[DPSOH�� WKDW�§HYHQ� LI� LW� LV
QRW�DOZD\V�QHFHVVDU\�WR�JR�WR�WKH�YRWH��WKH�RSWLRQ�RI�SXWWLQJ�SURSRVDOV�WR�WKH�YRWH�KDV
OHG�WR�WKH�UDSLG�DGRSWLRQ�RI�GLUHFWLYHV¨��(&�����������7KLV�SUHGLFWLRQ�DOVR�FRYHUV�GR�
PHVWLF�DFWRUV�DVVRFLDWHG�ZLWK�&RXQFLO�QHJRWLDWLRQV��)RU�H[DPSOH��:HVVHOV�DUJXHV�WKDW
WKH�WKUHDW�RI�409�DOVR�LPSURYHG�GHFLVLRQPDNLQJ�VSHHG�E\�§PRELOLV>LQJ@�WKH�LQWHUQDO
SURFHGXUHV�ZLWKLQ�QDWLRQDO�FDSLWDOV¨�DQG�IRUFLQJ�JRYHUQPHQWV�WR�DGRSW�PRUH�IOH[LEOH
QHJRWLDWLQJ�SRVLWLRQV��:HVVHOV������������
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'HVSLWH� WKH� XELTXLW\� RI� WKHVH� SHUFHSWLRQV� DERXW� (&� YRWLQJ� UXOHV�� LQVWLWXWLRQDO
FKDQJH�DQG�WKH�VLJQLILFDQFH�RI�WKH�6($�IRU�(&�LQWHJUDWLRQ��WKHUH�KDYH�EHHQ�RQO\
WZR�HPSLULFDO�VWXGLHV�PDGH�RI�(&�GHFLVLRQPDNLQJ�HIILFLHQF\�SULRU�WR�������ERWK�RI
ZKLFK�VXIIHU�IURP�VHYHUH�PHWKRGRORJLFDO�OLPLWDWLRQV��DQG�RQO\�LPSUHVVLRQLVWLF�DF�
FRXQWV�RI�SRVW�6($�GHFLVLRQPDNLQJ��7KLV�SDSHU�UHSUHVHQWV�WKH�ILUVW�V\VWHPDWLF�HI�
IRUW�WR�DVVHVV�(&�GHFLVLRQPDNLQJ�HIILFLHQF\�ERWK�EHIRUH�DQG�DIWHU�WKH�LQVWLWXWLRQDO
UHIRUPV�RI�������DQG�WKHUHE\�WHVW�WKH�HIIHFWV�RI�H[WHQGLQJ�WKH�VKDGRZ�RI�WKH�YRWH�
%DVHG� RQ� FRPSUHKHQVLYH� GDWD� IRU� DOO�'LUHFWLYHV� SURSRVHG� VLQFH� ������ WKH� SDSHU
H[DPLQHV� YDULRXV� DVSHFWV� RI� GHFLVLRQPDNLQJ� HIILFLHQF\� RYHU� D� WZHQW\�WZR� \HDU
SHULRG�� 7KH� ILQGLQJV� FKDOOHQJH� VHYHUDO� DVVXPSWLRQV�� UHYHDOLQJ� WKDW� LQ� WKH� ����V
GHFLVLRQPDNLQJ�HIILFLHQF\�ZDV�PXFK�KLJKHU�WKDQ�LV�RIWHQ�DVVXPHG��WKDW�WKH�HIIHFWV
RI�WKH�/X[HPERXUJ�&RPSURPLVH�KDYH�EHHQ�H[DJJHUDWHG��DQG�WKDW�HIILFLHQF\�JDLQV
DWWULEXWDEOH�WR�LQVWLWXWLRQDO�UHIRUP�RI�YRWLQJ�UXOHV�LQ������KDYH�IRU�WKH�PRVW�SDUW
IDLOHG�WR�PDWHULDOLVH�

7KH�DQDO\VLV�SURFHHGV�DV�IROORZV��7KH�QH[W�VHFWLRQ�GHVFULEHV�WKH�PHFKDQLFV�RI�(&
GHFLVLRQPDNLQJ� DQG� EULHIO\� UHYLHZV� WKH� ILQGLQJV� DQG� OLPLWDWLRQV� RI� SUHYLRXV
WUHDWPHQWV� RI� WKH� HIILFLHQF\� LVVXH�� 6HFWLRQV� WKUHH� DQG� IRXU� RXWOLQH� WKH� DQDO\WLFDO
DQG�PHWKRGRORJLFDO� UHILQHPHQWV� XQGHUWDNHQ� LQ� WKLV� VWXG\�� DQG� GHYHORS� VHYHUDO
K\SRWKHVHV�DERXW�WKH�HIIHFWV�RI�WKH�6($�RQ�(&�GHFLVLRQPDNLQJ�HIILFLHQF\��,Q�WKH
ILIWK�VHFWLRQ�WKHVH�K\SRWKHVHV�DUH�WHVWHG�DJDLQVW�HPSLULFDO�HYLGHQFH�IURP�WKH�SH�
ULRG� ����¥������ DQG� WKH� UHVXOWV� SUHVHQWHG� DV� GHVFULSWLYH� VWDWLVWLFV�� +\SRWKHVHV
DERXW�GHFLVLRQPDNLQJ�VSHHG�DUH�WKHQ�IRUPDOLVHG�DQG�WHVWHG�LQ�VHFWLRQ�VL[�ZLWK�D
PXOWLSOH�UHJUHVVLRQ�DQDO\VLV��7KH�ILQDO�VHFWLRQ�GUDZV�RXW�VRPH�RI�WKH�VWXG\ªV�LP�
SOLFDWLRQV�DQG�RXWOLQHV�DUHDV�ZKHUH�DGGLWLRQDO�UHVHDUFK�LV�UHTXLUHG�

� 3UHYLRXV�6WXGLHV

7KH�(&�OHJLVODWLYH�SURFHVV�LQYROYHV�WKUHH�PDLQ�LQVWLWXWLRQV�¥�WKH�&RPPLVVLRQ��WKH
&RXQFLO�DQG�WKH�(XURSHDQ�3DUOLDPHQW���7KH�&RPPLVVLRQ�HQMR\V�DOPRVW�H[FOXVLYH
SRZHU�WR�SURSRVH�OHJLVODWLRQ��XSRQ�ZKLFK�WKH�&RXQFLO�WKHQ�GHOLEHUDWHV��(DFK�SUR�
��������������������������������������������������
� 7KLV�VWDJH�RI�WKH�VWXG\�GLG�QRW�H[SOLFLWO\�H[DPLQH�WKH�HIIHFWV�H[HUWHG�E\�WKH�(XURSHDQ

3DUOLDPHQW�RQ�(&�GHFLVLRQPDNLQJ�HIILFLHQF\��DOWKRXJK�WKH�FRQFOXGLQJ�VHFWLRQ�EULHIO\
GLVFXVVHV�WKLV�DV�DQ�DUHD�RI�IXWXUH�UHVHDUFK��)RU�PDQ\�\HDUV�LW�SOD\HG�D�PDUJLQDO�UROH�
XQWLO� WUHDW\�DPHQGPHQWV� LQ������DQG������H[SDQGHG� WKH�3DUOLDPHQWªV� LQIOXHQFH�EH�
\RQG�PHUHO\�SURYLGLQJ�DGYLFH��:KLOH�LWV�UROH�UHPDLQV�YHU\�PXFK�VHFRQGDU\�WR�WKDW�RI
WKH�&RXQFLO� DQG�&RPPLVVLRQ�� LQ�PRVW� FDVHV� WKH�3DUOLDPHQW� FDQ�QRZ�DPHQG��GHOD\
DQG� VRPHWLPHV� EORFN� OHJLVODWLRQ�� SRZHUV�ZKLFK� FHUWDLQO\� LQIOXHQFH� WKH� RYHUDOO� G\�
QDPLFV�RI�SROLF\PDNLQJ�DV�ZHOO�DV�WKH�FRQWHQW�RI�(&�OHJLVODWLRQ��$�JURZLQJ�OLWHUDWXUH
H[SORUHV� WKH� LPSOLFDWLRQV�RI� WKH�(XURSHDQ�3DUOLDPHQWªV�SRZHUV��6HH�7VHEHOLV� �������
0RVHU���������3ROODFN���������-XGJH�HW�DO����������%UDGOH\��������
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SRVDO�LV�VXEMHFW�WR�RQH�RI�WZR�GLIIHUHQW�GHFLVLRQ�UXOHV�LQ�WKH�&RXQFLO�¥�XQDQLPLW\
RU�TXDOLILHG�PDMRULW\�YRWLQJ���7KH�7UHDW\�SURYLVLRQ��RU�SURYLVLRQV��HDFK�SURSRVDO
LV�EDVHG�XSRQ�LV�RULJLQDOO\�D�PDWWHU�IRU�WKH�&RPPLVVLRQ�WR�GHFLGH��DQG�WKLV�FKRLFH
GHWHUPLQHV�WKH�DSSOLFDEOH�GHFLVLRQ�UXOH� LQ�&RXQFLO��7KH�OHJLVODWLRQ�LVVXHG�E\�WKH
&RPPLVVLRQ�DQG�&RXQFLO�FDQ�WDNH�IRXU�IRUPV��5HJXODWLRQV��'LUHFWLYHV��'HFLVLRQV
DQG� 5HFRPPHQGDWLRQV��� 2QO\� WKH� ILUVW� WKUHH� W\SHV� RI� LQVWUXPHQW� KDYH� ELQGLQJ
IRUFH��DQG�RI�WKHVH��'LUHFWLYHV�DQG�5HJXODWLRQV�DUH�WKH�PRVW�UHOHYDQW�WR�DQ�DQDO\�
VLV�RI�GHFLVLRQPDNLQJ�HIILFLHQF\��DV�PDQ\�'HFLVLRQV�DUH�KLJKO\�VSHFLILF�DQG�DUH��LQ
HIIHFW�� DGPLQLVWUDWLYH� UDWKHU� WKDQ� OHJLVODWLYH� DFWV� �1XJHQW� ������������ 7KLV� SDSHU
GHDOV�H[FOXVLYHO\�ZLWK�'LUHFWLYHV��DOWKRXJK�WKH�VDPH�DQDO\WLFDO� WHFKQLTXHV�FRXOG
EH�H[WHQGHG�WR�FRYHU�5HJXODWLRQV�

2QO\� WZR� HPSLULFDO� VWXGLHV� KDYH� DGGUHVVHG� (&� GHFLVLRQPDNLQJ� HIILFLHQF\�� 7KH
ILUVW�ZDV�FDUULHG�RXW�LQ������E\�.ULVORY��(KOHUPDQQ�DQG�:HLOHU��DQG�H[DPLQHG�WKH
SHULRG� ����¥������ WKH� VHFRQG� ZDV� FRQGXFWHG� E\� 7KRPDV� 6ORRW� DQG� 3LHW� 9HU�
VFKXUHQ�DQG�DQDO\VHG�WKH�SHULRG�����¥������7KH�.ULVORY�VWXG\�LQWURGXFHG�DQ�LP�
SRUWDQW� GLVWLQFWLRQ� EHWZHHQ� VXEVWDQWLYH� DQG� PHFKDQLFDO� ORXUGHXU�� :KLOH� VXE�
VWDQWLYH�ORXUGHXU�UHODWHV�WR�WKH�GHWHULRUDWLRQ�LQ�FRQWHQW�DQG�TXDOLW\�RI�(&�OHJLVOD�
WLRQ��DQG�LV�WKXV�KLJKO\�VXEMHFWLYH��PHFKDQLFDO�ORXUGHXU�LV�PDQLIHVW�E\�WKUHH�FHQ�
WUDO� TXDQWLWDWLYH� PHDVXUHV� RI� HIILFLHQF\��GHFOLQLQJ� &RPPLVVLRQ� RXWSXW� �SURSRV�
DOV��� GHFOLQLQJ� &RXQFLO� RXWSXW� �DGRSWLRQV��� DQG� VORZQHVV� RI� GHFLVLRQPDNLQJ
�VSHHG���.ULVORY�HW�DO����������¥�����/DWHU�LQ�WKHLU�VWXG\�.ULVORY�HW�DO��LQWURGXFH�WKH
QRWLRQ�RI� OHJLVODWLYH�EDFNORJ� �SURSRVDOV�PLQXV�DGRSWLRQV�HDFK�\HDU�� DV�DQ�DGGL�
WLRQDO�PHDVXUH�RI�HIILFLHQF\��7KH�DXWKRUV�H[SOLFLWO\�IRFXVHG�WKHLU�DWWHQWLRQ�RQ�PH�
FKDQLFDO� HIILFLHQF\�� DQG�PDGH� RQO\� SDVVLQJ� UHIHUHQFH� WR� PDWWHUV� RI� VXEVWDQWLYH
ORXUGHXU��7KH�6ORRW�DQG�9HUVFKXUHQ�VWXG\�ZDV�PRVWO\�FRQFHUQHG�ZLWK�GHFLVLRQ�
PDNLQJ�VSHHG��EXW�LQFOXGHG�LQIRUPDWLRQ�DERXW�VHYHUDO�RI�WKH�RWKHU�PHFKDQLFDO�HI�
ILFLHQF\�LQGLFDWRUV��,W�WRR�IRFXVHG�H[FOXVLYHO\�RQ�PHFKDQLFDO�ORXUGHXU�

:KLOH�VRPH�RI�WKH�ILQGLQJV�ZHUH�LQFRQVLVWHQW�EHWZHHQ�WKH�WZR�VWXGLHV��WKH\�HDFK
FRQFOXGHG��FRQWUDU\� WR� WKH� IHDUV�H[SUHVVHG� LQ� WKH�UHSRUW�RI� WKH�7KUHH�:LVH�0HQ�
WKDW�(&�GHFLVLRQPDNLQJ�HIILFLHQF\�KDG�LPSURYHG�VWHDGLO\�RYHU�WLPH��&RPPLVVLRQ

��������������������������������������������������
� ,Q�D�OLPLWHG�QXPEHU�RI�FDVHV�SURSRVDOV�DUH�VXEMHFW�WR�D�VLPSOH�PDMRULW\�YRWH�LQ�&RXQ�

FLO�� EXW� IRU� WKH� SXUSRVHV� RI� WKH� SUHVHQW� DQDO\VLV� WKHVH� DUH� FODVVLILHG� WRJHWKHU� ZLWK
409�

� $UWLFOH� ���� RI� WKH� 7UHDW\� QRWHV� WKH� GLIIHUHQFHV� DPRQJVW� WKHVH� ILYH� LQVWUXPHQWV��§$
5HJXODWLRQ�VKDOO�KDYH�JHQHUDO�DSSOLFDWLRQ�� ,W� VKDOO�EH�ELQGLQJ� LQ� LWV�HQWLUHW\�DQG�GL�
UHFWO\�DSSOLFDEOH�LQ�DOO�0HPEHU�6WDWHV��$�'LUHFWLYH�VKDOO�EH�ELQGLQJ��DV�WR�WKH�UHVXOW�WR
EH�DFKLHYHG��XSRQ�HDFK�0HPEHU�6WDWH�WR�ZKLFK�LW�LV�DGGUHVVHG��EXW�VKDOO�OHDYH�WR�WKH
QDWLRQDO�DXWKRULWLHV�WKH�FKRLFH�RI�IRUP�DQG�PHWKRGV��$�'HFLVLRQ�VKDOO�EH�ELQGLQJ�LQ
LWV� HQWLUHW\� XSRQ� WKRVH� WR� ZKRP� LW� LV� DGGUHVVHG�� 5HFRPPHQGDWLRQV� DQG� 2SLQLRQV
VKDOO�KDYH�QR�ELQGLQJ�IRUFH�¨



*ROXE��'HFLVLRQPDNLQJ�(IILFLHQF\�LQ�WKH�(& �

DQG�&RXQFLO�RXWSXW�KDG�HLWKHU�ULVHQ�LQ�WKH�ODWH�����V��6ORRW�9HUVFKXUHQ��������RU
DGRSWLRQV�KDG�GHFOLQHG�DW�D�VORZHU�UDWH�WKDQ�SURSRVDOV�VR�WKDW�WKH�&RXQFLO�PDGH�D
§GUDPDWLF¨� \HDU�E\�\HDU� UHGXFWLRQ� LQ� WKH� EDFNORJ� RI� OHJLVODWLRQ� �.ULVORY� HW� DO�
�����������(DFK�VWXG\�DOVR�IRXQG�WKDW�GHFLVLRQPDNLQJ�VSHHG�KDG�LQFUHDVHG�GXULQJ
WKH� SHULRG� XQGHU� FRQVLGHUDWLRQ�� 7KH�.ULVORY� VWXG\� WKHUHIRUH� FRQFOXGHG� WKDW� XS
XQWLO������WKHUH�ZDV�QR�HYLGHQFH�RI�PHFKDQLFDO�ORXUGHXU�LQ�WKH�(&��6ORRW�DQG�9HU�
VFKXUHQ� H[WHQGHG� WKLV� SURJQRVLV� WR� FRYHU� WKH� SHULRG� WKURXJK� ������ DQG� FRQMHF�
WXUHG�WKDW�HIILFLHQF\�ZDV�VHW�WR�LPSURYH�VWLOO�IXUWKHU�DIWHU�WKH�DGRSWLRQ�RI�WKH�6($�

+RZHYHU�� WKHVH�VDQJXLQH�DFFRXQWV�FRQWDLQ�D�QXPEHU�RI� LPSRUWDQW�PHWKRGRORJL�
FDO�DQG�DQDO\WLFDO�OLPLWDWLRQV��7KH�VHPLQDO�.ULVORY�VWXG\��IRU�H[DPSOH��ZKLOH�VXJ�
JHVWLYH��GLG�QRW�FRPSLOH�UHOLDEOH�HVWLPDWHV�RI�WKH�YROXPH�RU�VSHHG�RI�&RPPXQLW\
OHJLVODWLRQ�� DQG�GLG� QRW� DWWHPSW� WR� LGHQWLI\� WKH� GHFLVLYH� IDFWRUV� JRYHUQLQJ�GHFL�
VLRQPDNLQJ�HIILFLHQF\��)RU�H[DPSOH�� WKH� VWXG\� IRXQG�RQO\�����SURSRVDOV�GXULQJ
WKH� SHULRG� ����¥������ LQFOXGLQJ�'LUHFWLYHV�� 5HJXODWLRQV� DQG�'HFLVLRQV�� EXW� WKLV
XQGHUHVWLPDWHV�WKH�DFWXDO�DPRXQW�RI�OHJLVODWLRQ�E\�D�IDFWRU�RI����DW�WKH�YHU\�OHDVW�
&RPPLVVLRQ� GDWDEDVHV� LQGLFDWH� WKDW� GXULQJ� WKLV� SHULRG�� HYHQ� H[FOXGLQJ� D� YDVW
QXPEHU�RI�'HFLVLRQV��WKHUH�ZHUH�DOPRVW������EDVLF�SURSRVDOV�IRU�5HJXODWLRQV�DQG
���� EDVLF� SURSRVDOV� IRU�'LUHFWLYHV���0RUHRYHU�� ����RI� WKH� FDVHV� H[DPLQHG�ZHUH
UHQGHUHG�XVHOHVV� IRU�PHDVXULQJ�GHFLVLRQPDNLQJ�VSHHG�EHFDXVH� WKH\� ODFNHG�SUR�
SRVDO�GDWHV��.ULVORY�HW�DO�������������

7KH�VWXG\�E\�6ORRW�DQG�9HUVFKXUHQ��ZKLOH�FRQVLGHUDEO\�PRUH�ULJRURXV�DQG�UHSOL�
FDEOH��ZDV�FRQGXFWHG�SULRU�WR�WKH�6($�DQG�WKXV�GRHV�QRW�LOOXPLQDWH�WKH�HIIHFWV�RI
HQKDQFHG�409��1RU�GRHV�LW�SURYLGH�D�FRPSDULVRQ�RI�OHJLVODWLRQ�SURSRVHG�LQ�VSH�
FLILF�SROLF\�DUHDV��6HYHUDO�PRUH�UHFHQW�DQDO\VHV�RI�(&�GHFLVLRQPDNLQJ�DOO�FRQWHQG
WKDW�WKH�6($�GLG�LQGHHG�OHDG�WR�ZLGHVSUHDG�PDMRULW\�YRWLQJ�DQG�VXEVWDQWLDO� LP�
SURYHPHQWV�LQ�GHFLVLRQPDNLQJ�HIILFLHQF\��EXW�WKHVH�UHSRUWV�HLWKHU�UHO\�H[FOXVLYHO\
RQ�WKH�WZR�HDUOLHU�VWXGLHV��:HVVHOV�������:DOODFH�������:DOODFH�:DOODFH��������RU
UHDFK�FRQFOXVLRQV�EDVHG�RQ�SHUVRQDO�LPSUHVVLRQV�RI�&RPPXQLW\�GHFLVLRQPDNLQJ
G\QDPLFV� UDWKHU� WKDQ� V\VWHPDWLF� HPSLULFDO� GDWD� �(&� ������ (KOHUPDQQ� ������'H�
KRXVVH��������

��������������������������������������������������
� 7KH�.ULVORY�GDWD�ZDV�DOVR�ELDVHG��LQ�WKDW�WKH�VDPSOH�RI�����FDVHV�GLG�QRW�DFFXUDWHO\

UHIOHFW�WKH�ODUJHU�SRSXODWLRQ�RI�&RPPLVVLRQ�SURSRVDOV��$V�WKH�DXWKRUV�QRWH��WKH�VDP�
SOH�ZDV�§FHUWDLQO\�QRW�UHSUHVHQWDWLYH�LQ�WKH�VWDWLVWLFDO�VHQVH�RI�WKH�ZRUG¨��.ULVORY�HW
DO��������������LQ�SDUW�EHFDXVH�RQO\�VHYHQ�RI�WKH�WZHQW\�WKUHH�'LUHFWRUDWHV�*HQHUDO�LQ
WKH�&RPPLVVLRQ�SURYLGHG�GDWD�RQ�SURSRVDOV�ZLWKLQ�WKHLU�UHVSHFWLYH�SROLF\�GRPDLQV�

� 'HKRXVVH�DVVHUWHG� LQ������ WKDW�§2QH�FDQ�DOUHDG\�QRWH�D�FOHDU�VKLIW�DZD\�IURP�XQD�
QLPLW\� LQ� WKH� &RXQFLOªV� SUDFWLFH�� LQVWDQFHV� RI�PDMRULW\� YRWLQJ� DUH� QRZ�PXFK�PRUH
IUHTXHQW�WKDQ�WKH\�ZHUH�ILYH�\HDUV�DJR�¨�������������EXW�GRHV�QRW�SURYLGH�DQ\�GDWD�
(KOHUPDQQ� FODLPHG� LQ� ����� WKDW� WKH� 6($� KDG� EHHQ� D� §VWDUWOLQJ� VXFFHVV¨�� WKDW
§VXEVWDQWLDO�XVH�KDG�EHHQ�PDGH¨�RI�TXDOLILHG�PDMRULW\�YRWLQJ�VLQFH�WKH�6($��DQG�WKDW
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/LNH� WKHVH� RWKHU� ZRUNV�� WKH� SUHVHQW� VWXG\� IRFXVHV� H[FOXVLYHO\� RQ� PHFKDQLFDO
UDWKHU�WKDQ�VXEVWDQWLYH�ORXUGHXU��,W�DGRSWV�WKH�VDPH�IRXU�FHQWUDO�LQGLFDWRUV�WR�RS�
HUDWLRQDOLVH�WKH�WHUP�§HIILFLHQF\¨�¥�FKDQJHV�LQ�&RPPLVVLRQ�LQSXW��&RXQFLO�RXWSXW�
OHJLVODWLYH�EDFNORJ��DQG�GHFLVLRQPDNLQJ�VSHHG��/LNH�SUHYLRXV�VWXGLHV�� LQFUHDVLQJ
HIILFLHQF\� LV�FRQFHSWXDOLVHG�DV�PRUH�ZRUN��LQSXW�DQG�RXWSXW��EHLQJ�GRQH� LQ� OHVV
WLPH��ZLWK�OHVV�OHJLVODWLYH�EDFNORJ��7KH�LQWHUDFWLRQ�RI�WKHVH�LQGLFDWRUV�LV�GLVFXVVHG
WKURXJKRXW�WKH�SDSHU��DQG�WKHLU�SRWHQWLDO�UHODWLRQVKLS�ZLWK�VXEVWDQWLYH�GHFLVLRQ�
PDNLQJ�HIILFLHQF\�LV�WDNHQ�XS�LQ�WKH�FRQFOXGLQJ�VHFWLRQ�

,W�LV�HVVHQWLDO�WR�PDNH�FOHDU�IURP�WKH�RXWVHW�WKDW�DW�QR�SRLQW�LV�WKH�IROORZLQJ�DQDO\�
VLV� RI� WKHVH� LQGLFDWRUV�PHDQW� WR� FRQYH\� D� QRUPDWLYH�PHVVDJH�� 1R� DWWHPSW�ZDV
PDGH�WR�GLVWLQJXLVK�RU�FRGH�WKH�SROLWLFDO�VDOLHQFH�RI�HDFK�LQGLYLGXDO�SURSRVDO��7KH
RQO\�SRLQW�DW�ZKLFK�SROLWLFDO�VDOLHQFH�RI�SURSRVDOV�HQWHUV�WKH�DQDO\VLV�LV�DW�WKH�DJ�
JUHJDWH�OHYHO��%\�FRQFHQWUDWLQJ�RQ�GLUHFWLYHV��DQG�RQO\�EDVLF�SURSRVDOV��WKLV�VWXG\
LQFRUSRUDWHV�WZR�RI�WKH�FKDUDFWHULVWLFV�XVXDOO\�DVVRFLDWHG�ZLWK�LPSRUWDQW�OHJLVOD�
WLRQ��0RUHRYHU��WKH�GDWDVHW�LQFOXGHV�QHDUO\�DOO�RI�WKH�§LPSRUWDQW¨�SURSRVDOV�FRQ�
WDLQHG� LQ� WKH� ODQGPDUN� ����� &RPPLVVLRQ�:KLWH� 3DSHU� EHFDXVH� WKH\�ZHUH� SUH�
GRPLQDQWO\� GLUHFWLYHV�� 5HJXODWLRQV�� E\� FRQWUDVW�� RIWHQ� GHDO� ZLWK� OHVV� VHQVLWLYH
VXEMHFW�PDWWHUV��DQG�DUH�DGRSWHG� LQ�EXON�SDFNDJHV�HDFK�\HDU�� IRU�H[DPSOH�ZKHQ
DJULFXOWXUDO�SULFHV�DQG�FRPPRQ�FXVWRPV�GXWLHV�DUH�VHW�

6LPLODUO\��QR�H[SOLFLW�DWWHPSW�ZDV�PDGH�WR�DVFHUWDLQ�KRZ�FKDQJHV�LQ�PHFKDQLFDO
HIILFLHQF\�FRUUHVSRQG�ZLWK�WKH�§TXDOLW\¨�RU�VXEVWDQWLYH�FRQWHQW�RI�DGRSWHG�OHJLV�
ODWLRQ�� DOWKRXJK� VHYHUDO� FDQGLGDWH� K\SRWKHVHV� DUH� GLVFXVVHG� EULHIO\� LQ� WKH� FRQ�
FOXGLQJ�VHFWLRQ��,QFUHDVLQJ�HIILFLHQF\�LV�QRW�QHFHVVDULO\�D�JRRG�WKLQJ�RU�D�GHVLUDEOH
REMHFWLYH��QRU�GRHV�LW�QHFHVVDULO\�LQGLFDWH�WKDW�(&�LQVWLWXWLRQV�DUH�RSHUDWLQJ�EHWWHU
WKDQ�EHIRUH�RU�JHQHUDWLQJ�SROLF\�ZKLFK�HQMR\V�JUHDWHU�OHJLWLPDF\�

�������������������������������������������������������������������������������������������������������������������������������������������������
WKLV� KDG� TXLFNHQHG� WKH� GHFLVLRQPDNLQJ� SURFHVV� �(KOHUPDQQ� �������������:KLOH� XQ�
GRXEWHGO\�WKLV�GHVFULSWLRQ�DFFXUDWHO\�GHSLFWV� WKH�UHODWLYH�VSHHG�RI�VRPH�OHJLVODWLRQ�
QR�UHDVRQV�DUH�JLYHQ�WR�JHQHUDOLVH�EH\RQG�WKH�LQGLYLGXDO�SURSRVDOV�PHQWLRQHG�LQ�WKH
DUWLFOH��,Q�VKDUS�FRQWUDVW�WR�WKHVH�YLHZV��XQSXEOLVKHG�ILQGLQJV�E\�.|QLJ�DQG�6FKXO]
LQGLFDWH� WKDW�ZKLOH�409�KDV�D�SRVLWLYH� HIIHFW��GHFLVLRQPDNLQJ� HIILFLHQF\�KDV� IDOOHQ
VLQFH�WKH�6($�DV�IRUZDUG�ODJWLPHV�URVH�VWHDGLO\��.|QLJ�6FKXO]��������7KH�VWUHQJWK�RI
WKLV�FODLP�LV�TXHVWLRQDEOH��KRZHYHU��DV�WKH�DXWKRUV�GR�QRW�JDWKHU�GDWD�IRU�\HDUV�SULRU
WR������ZKLFK� LV�QHFHVVDU\� WR� HQDEOH�PHDQLQJIXO� FRPSDUDWLYH� VWDWHPHQWV� DERXW� WKH
SRVW�6($�SHULRG�� DQG� WKHLU� IRUPDO�PRGHO� GRHV� QRW� LQFOXGH� LQWHUDFWLYH� WHUPV� LQ� WKH
UHJUHVVLRQ� DQDO\VLV� ZKLFK� ZRXOG� GLVWLQJXLVK� EHWZHHQ� UHJXODWLRQV� DQG� GLUHFWLYHV
ZKHQ�GLVFXVVLQJ�FKDQJHV�LQ�GHFLVLRQPDNLQJ�VSHHG�RYHU�WLPH��7KH\�DOVR�DVVXPH�WKDW
WKH�/X[HPERXUJ�&RPSURPLVH�GLVVROYHG�LQ�������DQG�WKH\�GR�QRW�DGGUHVV�FHQWUDO�LV�
VXHV�VXFK�DV�OHJLVODWLYH�EDFNORJ��WKH�:KLWH�3DSHU��RU�WKH�§XQEORFNLQJ¨�RI�SUH�6($�SUR�
SRVDOV�
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� 7KH�'DWD

:KHQ�DVVHVVLQJ� WKH�GHFLVLRQPDNLQJ�HIILFLHQF\�RI�(&� LQVWLWXWLRQV�RQH� LV� LPPHGL�
DWHO\� FRQIURQWHG� ZLWK� D� QXPEHU� RI� PHWKRGRORJLFDO� SUREOHPV� LQ� WHUPV� RI� GDWD
JDWKHULQJ��:KLOH�WKH�2IILFLDO�-RXUQDO�RI�WKH�(XURSHDQ�&RPPXQLWLHV��/�DQG�&�6H�
ULHV��FRQWDLQV�PDQ\�RI�WKH�RULJLQDO�&RPPLVVLRQ�SURSRVDOV�DQG�VXEVHTXHQW�&RXQ�
FLO�DGRSWLRQV��VXEVWDQWLDO�QXPEHUV�RI�SURSRVDOV�DUH�QRW�UHSRUWHG���0RUHRYHU��SUR�
SRVDO�GDWHV�DQG�OHJDO�EDVHV�DUH�IUHTXHQWO\�RPLWWHG��7R�RYHUFRPH�WKHVH�OLPLWDWLRQV�
WKH�SUHVHQW� VWXG\� FRPSLOHG�GDWD� IURP�RIILFLDO� HOHFWURQLF�&RPPLVVLRQ�GDWDEDVHV�
)RU� PRVW� PHDVXUHPHQWV� UHOLDEOH� LQIRUPDWLRQ� ZDV� DYDLODEOH� IRU� DOO� \HDUV� VLQFH
������,Q�VRPH�FDVHV�FRPSOHWH�LQIRUPDWLRQ�ZDV�DYDLODEOH�RQO\�IRU������DQG�VXEVH�
TXHQW� \HDUV�� 7KH� IXOO� GDWDVHW� LQFOXGHV� �����&RPPLVVLRQ�EDVLF�SURSRVDOV� IRU�'L�
UHFWLYHV�PDGH�GXULQJ�WKH�SHULRG�����¥������DV�ZHOO�DV����SURSRVDOV�PDGH�LQ�SUH�
YLRXV�\HDUV�ZKLFK�ZHUH�DGRSWHG�GXULQJ�WKLV�SHULRG���$V�RI����'HFHPEHU����������
RI� WKHVH� �����SURSRVDOV� KDG�EHHQ� DGRSWHG�� ����ZHUH� VWLOO� SHQGLQJ�� ���KDG�EHHQ
ZLWKGUDZQ�DQG���KDG�EHHQ�UHSODFHG�

3URSRVDOV� ZHUH� FRGHG� E\� WKHLU� OHJDO� EDVLV� XQGHU� WKH� WUHDW\�� ZKLFK� LGHQWLILHV
ZKHWKHU�WKH\�ZHUH�VXEMHFW�WR�XQDQLPRXV�RU�TXDOLILHG�PDMRULW\�YRWLQJ�SURFHGXUHV�
DQG� E\� SROLF\� DUHD����:KHUH� D� SURSRVDO�ZDV� VXEMHFW� WR�PXOWLSOH� OHJDO� EDVHV�� LWV
YRWLQJ�UXOHV�DQG�SROLF\�DUHD�ZHUH�FRGHG�RQO\�E\�WKH�PRVW�UHVWULFWLYH�WUHDW\�SURYL�
VLRQ� �LQ� VXFK�FDVHV� WKH�&RXQFLO�GRHV�QRW�KDYH� WKH� ULJKW� WR� FKRRVH�EHWZHHQ�XQD�
QLPLW\�DQG�409��EXW� LV�FRQVWUDLQHG�E\� WKH�PRUH�UHVWULFWLYH�RI� WKH�YDULRXV� OHJDO

��������������������������������������������������
� $UWLFOH�����RI�WKH�7UHDW\��ZKLFK�ZDV�DPHQGHG�LQ�������LQGLFDWHV�ZKLFK�W\SHV�RI�VHF�

RQGDU\�OHJLVODWLRQ�PXVW�EH�SXEOLVKHG�LQ�WKH�2IILFLDO�-RXUQDO��DQG�DFFRXQWV�IRU�WKH�GLI�
IHUHQFH�EHWZHHQ� WKH� LQFRPSOHWH�SXEOLVKHG� UHFRUG�DQG� WKH� FRPSUHKHQVLYH�&RPPLV�
VLRQ�GDWDEDVHV��3ULRU�WR�������RQO\�5HJXODWLRQV�ZHUH�VXEMHFW�WR�REOLJDWRU\�SXEOLFDWLRQ
ZKHUHDV�'LUHFWLYHV�DQG�'HFLVLRQV�RQO\�KDG�WR�EH�QRWLILHG�§WR�WKRVH�WR�ZKRP�WKH\�DUH
DGGUHVVHG¨� �H�J�� LQGLYLGXDO�0HPEHU� 6WDWHV��� $IWHU� ����� REOLJDWRU\� SXEOLFDWLRQ�ZDV
H[WHQGHG�WR�FRYHU�§'LUHFWLYHV�DQG�'HFLVLRQV�DGRSWHG�MRLQWO\�E\�WKH�&RXQFLO�DQG�WKH
(XURSHDQ�3DUOLDPHQW¨�DQG�§'LUHFWLYHV�DGGUHVVHG�WR�DOO�0HPEHU�6WDWHV¨��DOO�RWKHU�'L�
UHFWLYHV�DQG�'HFLVLRQV�UHPDLQHG�XQSXEOLVKHG�

� %DVLF�SURSRVDOV� H[FOXGH� DPHQGHG�� UHYLVHG� DQG� FRPSOHWHG�SURSRVDOV��$V� DQ� LQGLFD�
WLRQ� RI� KRZ� WKH� SULQWHG� IRUP� RI� WKH� RIILFLDO� MRXUQDO� XQGHUHVWLPDWHV� WKH� QXPEHU� RI
SURSRVDOV��D�VHDUFK�RI�WKH�2IILFLDO�-RXUQDO��2-&��E\�-DPHV�:DOVK�IRXQG�����SURSRVHG
GLUHFWLYHV� GXULQJ� ����¥������ LQFOXGLQJ� UHYLVHG� DQG� DPHQGHG� SURSRVDOV�� ZKLOH� WKH
SUHVHQW�VDPSOH�FRQWDLQV�����HQWULHV�IRU�WKH�VDPH�SHULRG��MXVW�FRXQWLQJ�EDVLF�SURSRV�
DOV�

�� 3URSRVDOV�ZHUH�GLYLGHG�LQWR�ILYH�SROLF\�VHFWRUV��$JULFXOWXUH��$UWLFOHV����DQG������)UHH
0RYHPHQW��$UWLFOHV���������7UDQVSRUW��$UWLFOHV����DQG������7D[DWLRQ��$UWLFOH������DQG
$SSUR[LPDWLRQ� �$UWLFOHV�����DQG����$���$OO� UHPDLQLQJ�SURSRVDOV�ZHUH�FODVVLILHG�DV
§RWKHU¨�DQG�XVHG�DV�WKH�EDVH�FDWHJRU\�IRU�WKH�UHJUHVVLRQ�DQDO\VLV�
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EDVHV�����,Q�DGGLWLRQ�WR�FDOFXODWLQJ�WKH�QXPEHU�RI�GLUHFWLYHV�SURSRVHG��LQSXW��DQG
DGRSWHG� �RXWSXW�� HDFK� \HDU� �DQG� WKXV� WKH� OHJLVODWLYH� EDFNORJ����� WZR� W\SHV� RI
VSHHG�ZHUH�PHDVXUHG��IRUZDUG�ODJWLPH��GHILQHG�DV�WKH�QXPEHU�RI�GD\V�IURP�WKH
GDWH�RI�SURSRVDO�XQWLO�WKH�GDWH�RI�DGRSWLRQ��DQG�EDFNZDUG�ODJWLPH��WKH�QXPEHU�RI
GD\V�HODSVHG��DW� WKH�WLPH�RI�DGRSWLRQ��VLQFH�D�SLHFH�RI� OHJLVODWLRQ�ZDV�SURSRVHG�
7KURXJKRXW� WKLV� SDSHU�� DOO� UHIHUHQFHV� WR� ODJWLPH� DQG�GHFLVLRQPDNLQJ� VSHHG�GH�
QRWH� IRUZDUG� ODJWLPH�XQOHVV�RWKHUZLVH�VSHFLILHG��<HDUO\� WRWDOV� IRU� LQSXW��RXWSXW�
DQG� FXPXODWLYH� EDFNORJ� �ODJJHG� E\� RQH� \HDU�� ZHUH� WKHQ� DVVLJQHG� WR� HDFK� SUR�
SRVDO���

([FOXGHG�IURP�WKH�VDPSOH�ZHUH�'LUHFWLYHV�SURSRVHG�XQGHU�WKH�(XUDWRP�WUHDW\��DV
ZHOO� DV� D� QXPEHU� RI� SURSRVDOV� IRU� WHFKQLFDO� DPHQGPHQWV� EDVHG� RQ� WKH� 6SDQLVK
DQG�3RUWXJXHVH� DFFHVVLRQ� WUHDWLHV�� 3URSRVDOV�ZKLFK�ZHUH� ODWHU�ZLWKGUDZQ�ZHUH
QRW�DVVLJQHG�DQ�DGRSWLRQ�GDWH��DQG�SURSRVDOV�VWLOO�XQGHU�FRQVLGHUDWLRQ�ZHUH�FODV�
VLILHG�DV�SHQGLQJ����(QWULHV�ZHUH�DOVR�H[FOXGHG�ZKHUH�D�SURSRVDOªV�MRLQW�OHJDO�ED�
VLV�SUHFOXGHG�D�FOHDU�GLVWLQFWLRQ�EHWZHHQ�409�DQG�XQDQLPLW\����,W�LV�LPSRUWDQW�WR
QRWH�WKDW�FRGLQJ�ZDV�GRQH�E\�SURSRVDO�UDWKHU�WKDQ�DGRSWLRQ��VR�WKDW�PDQ\�FDVHV

��������������������������������������������������
�� 7KXV�D�SURSRVDO�PDGH�XQGHU�DUWLFOHV����DQG�����ZDV�QRW� VXEMHFW� WR�409�DQG�ZDV

SODFHG�RQO\�XQGHU�WKH�KHDGLQJ�§DSSUR[LPDWLRQ¨��7KRVH�EDVHG�RQ�$UWLFOHV����DQG����
IRU�H[DPSOH��ZHUH� LQFOXGHG�XQGHU� WD[DWLRQ��7KRVH�EDVHG�RQ�$UWLFOHV����DQG������RU
$UWLFOHV����DQG������ZHUH�FODVVLILHG�DV�§RWKHU¨�

�� $V�GDWD�ZDV�XQDYDLODEOH� RQ� WKH�QXPEHU�RI�SURSRVDOV� DOUHDG\�SHQGLQJ� LQ� ������ WKH
EDFNORJ�YDULDEOH�ZDV�DVVLJQHG�DQ�LQLWLDO�YDOXH�RI�]HUR�

�� $�PRUH�SUHFLVH�DQDO\VLV�ZRXOG�DVVLJQ�GLIIHUHQW�EDFNORJ�ILJXUHV�WR�SURSRVDOV�PDGH�LQ
WKH�VDPH�\HDU�DV�OHJLVODWLYH�YROXPH�URVH�DQG�IHOO�LQ�DFFRUGDQFH�ZLWK�&RPPLVVLRQ�DQG
&RXQFLO� DFWLYLW\�GXULQJ� WKH�\HDU��$OVR�� WKH� FXUUHQW� VWXG\�GRHV�QRW� WHVW�ZKHWKHU� WKH
LQYROYHPHQW� RI� WKH� 3DUOLDPHQW�� ZKRVH� UROH� H[SDQGHG� DIWHU� WKH� 6($� DQG� WKHQ� VWLOO
IXUWKHU�DIWHU�WKH�7UHDW\�RQ�(XURSHDQ�8QLRQ��H[HUWHG�D�SRVLWLYH�RU�QHJDWLYH�HIIHFW�RQ
GHFLVLRQPDNLQJ�HIILFLHQF\��0RVW�DXWKRUV�KDYH�FRQFOXGHG�WKDW�WKLV�H[SDQVLRQ�KDV�QRW
VORZHG�GHFLVLRQPDNLQJ��.LUFKQHU�����������:HVVHOV������������(KOHUPDQQ�����������¥
������EXW�VHH�.|QLJ�6FKXO]�������

�� 1RW� DVVLJQLQJ� DGRSWLRQ� GDWHV� WR� ZLWKGUDZQ� DQG� UHSODFHG� SURSRVDOV� ZLOO� WHQG� WR
RYHUHVWLPDWH� WKH� OHJLVODWLYH� EDFNORJ�� ZKHUHDV� RPLVVLRQ� RI� DPHQGHG� DQG� UHSODFHG
SURSRVDOV�ZLOO� WHQG� WR�XQGHUHVWLPDWH� WKH�&RPPLVVLRQªV� OHJLVODWLYH� LQSXW�DQG�KHQFH
WKH� EDFNORJ�� ,Q�SUDFWLFH� WKHVH� HIIHFWV�ZHUH� DOPRVW� EDODQFHG�� DV� WKHUH�ZHUH� ���ZLWK�
GUDZDOV�DQG���UHSODFHPHQWV�ZKLFK�GLG�QRW�UHFHLYH�DGRSWLRQ�GDWHV��DQG����PRGLILHG
SURSRVDOV�H[FOXGHG�IURP�WKH�VDPSOH��7KXV�WKH�GDWDVHW�XQGHUHVWLPDWHV� WKH�WRWDO� OHJ�
LVODWLYH�EDFNORJ�IRU�GLUHFWLYHV�E\�RQO\����RYHU�D�WZHQW\�\HDU�SHULRG�

�� )RU� H[DPSOH� VLPXOWDQHRXV� UHIHUHQFH� WR� DUWLFOHV� ��� DQG� ��� EHIRUH� WKH� 6($�ZLWKRXW
LGHQWLI\LQJ�SDUDJUDSKV� WKHUHLQ�� 7KH� FRGLQJ� RI� WUDQVSRUW� SROLFLHV� LQYROYHG� D� FHUWDLQ
DPRXQW�RI�DPELJXLW\��EXW�LW�ZDV�DVVXPHG�WKDW�UHIHUHQFH�WR�DUWLFOH����VLJQLILHG�409
XQOHVV�WKH�GHURJDWLRQ�IRU�XQDQLPRXV�YRWLQJ�ZDV�VSHFLILHG��6LPLODU�DVVXPSWLRQV�ZHUH
PDGH�ZKHQ�FRGLQJ�SURSRVDOV� LQ�RWKHU�DUHDV�� VXFK�DV� WKRVH�XQGHU�$UWLFOH���� LQ� IUHH
PRYHPHQW�
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GHDOLQJ�ZLWK�DSSUR[LPDWLRQ��SDUWLFXODUO\�WKRVH�DVVRFLDWHG�ZLWK�WKH�:KLWH�3DSHU�
DSSHDU�XQGHU�$UWLFOH�����DQG�XQDQLPLW\�DOWKRXJK�WKH\�ZHUH�HYHQWXDOO\�DGRSWHG
XQGHU�$UWLFOH����$�DQG�409��7KH�GDWDVHW�WKHUHIRUH�GRHV�QRW�LVRODWH�IRU�DQDO\VLV
WKRVH�SURSRVDOV�ZKLFK� WKH�&RPPLVVLRQ�UHFODVVLILHG�XQGHU�D�GLIIHUHQW� OHJDO�EDVLV
DIWHU�WKH�6($�

� +\SRWKHVHV

7KH� QRWLRQ� WKDW� WKH� ����V�ZHUH� WKH� §GDUN� DJHV� RI� WKH� &RPPXQLW\¨� �.HRKDQH�
+RIIPDQQ����������DQG�D�WLPH�RI�§(XURVFOHURVLV¨�LV�ZLGHO\�VKDUHG�E\�(&�ODZ\HUV�
KLVWRULDQV�DQG�SROLWLFDO�VFLHQWLVWV��2EVHUYHUV�HPSKDVLVH�KRZ�GXULQJ�WKH�ODWH�����V
WKH�(&�ZDV�KDPVWUXQJ�E\� LQVWLWXWLRQDO� VFOHURVLV� �3LQGHU� ����������� §EHOHDJXHUHG
E\�QDWLRQDO�GLIIHUHQFHV��DQG�WKH�UHVXOWLQJ� LQDELOLW\� WR�GHYHORS�FRPPRQ�SROLFLHV¨
�6ODWHU���������������VHH�DOVR�0LOZDUG�HW�DO�������������2WKHUV�VXJJHVW�WKDW�WKH�����V
ZHUH� PDUNHG� E\� §WKH� ODFN� RI� SXUSRVH� DQG� WKH� LUUHVSRQVLEOH� ZDVWLQJ� RI� WLPH¨
�3HONPDQV� ������������ DV�ZHOO� DV� §WKH� SDLQIXO� VORZQHVV� RI� GHFLVLRQV¨� �'HKRXVVH
�������������� ,Q� VKRUW�� WKHUH� LV� SUDFWLFDOO\� XQLYHUVDO� DJUHHPHQW� DPRQJVW� VFKRODUV
WKDW�§WKH�WHUPV�©(XURVFOHURVLVª�DQG�©(XURSHVVLPLVPª�HQFDSVXODWH�WKH�KLVWRU\�RI�WKH
&RPPXQLW\�LQ�WKH�PLG�����V�¨�WKDW�§WKH�LQHIILFLHQF\�RI�WKH�%UXVVHOV�EXUHDXFUDF\
LQ� WKH� ����V� EHFDPH� D� PHWDSKRU� IRU� WKH� &RPPXQLW\ªV� GHFOLQH�¨� DQG� WKDW� §WKH
&RXQFLO�RI�0LQLVWHUVª� LQGHFLVLYHQHVV� OD\�DW� WKH� URRW�RI�%UXVVHOVª� LQVWLWXWLRQDO� LP�
PRELOLW\¨��'LQDQ������������������

,W� LV� DJDLQVW� WKH� EDFNJURXQG� RI� WKLV� VXSSRVHG� QDGLU� WKDW� WKH� 6($� VHUYHG� WR
§UHODXQFK¨�WKH�&RPPXQLW\�LQ�������VLJQDOOLQJ�D�ZLOOLQJQHVV�RQ�WKH�SDUW�RI�PHP�
EHU� VWDWHV� WR� DSSO\�409� WR�D�PXOWLWXGH�RI�SURSRVDOV�ZKLFK�KDG� ODQJXLVKHG� IRU
\HDUV�LQ�WKH�&RXQFLO��DV�ZHOO�DV�DFURVV�D�UDQJH�RI�QHZ�SROLF\�DUHDV�VXFK�DV�HQYL�
URQPHQWDO� DQG� VRFLDO�SROLF\��7KH�XWLOLVDWLRQ�DQG�H[WHQVLRQ�RI�409�ZDV� VHHQ�DV
WKH�NH\�WR�RYHUFRPLQJ�LQVWLWXWLRQDO� LQHUWLD�DQG�LPSURYLQJ�HIILFLHQF\��$V�-DFTXHV
3HONPDQV�DUJXHG�� LQ�RUGHU� WR� IXOILO� WKH�6($ªV�REMHFWLYH�RI� FRPSOHWLQJ� WKH� VLQJOH
PDUNHW� LW� ZDV� FUXFLDO� §WR� DOWHU� WKH� LQVWLWXWLRQDO� EDODQFH� DQG� LPSURYH� GHFLVLRQ�
PDNLQJ¨�ZKLFK�ZDV�SODJXHG�E\�§DSSDOOLQJ� LQHIILFLHQF\¨�DQG�§WKH�H[FHVVLYH� LP�
SDFW�RI�YHWR�SRZHU�RQ�QXPHURXV�QRQ�YLWDO� LVVXHV¨� �3HONPDQV�������������7R� WKH
H[WHQW� WKDW� WKH� 6($� DOWHUHG� WKLV� EDODQFH� E\� VXEVWLWXWLQJ� 409� IRU� WKH� QDWLRQDO
YHWR�� LW� VKRXOG� KDYH� KDG� D� GUDPDWLF� HIIHFW� RQ� GHFLVLRQPDNLQJ� HIILFLHQF\�� $V
6EUDJLD�FRPPHQWV��§WKH�SHUPLVVLELOLW\�RI�TXDOLILHG�PDMRULW\�YRWLQJ�OLHV�DW�WKH�FRUH
��������������������������������������������������
�� .LUFKQHU�LV�\HW�DQRWKHU�REVHUYHU�ZKR�FKDUDFWHULVHG�(&�GHFLVLRQPDNLQJ�LQ�WKH�����V

DV�§YHU\�FRPSOH[��FXPEHUVRPH�DQG�VORZ¨��.LUFKQHU�����������
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RI� WKH� LQVWLWXWLRQDO� FKDQJHV�ZURXJKW�E\� WKH�6($¨� �6EUDJLD� ������������ 6LPLODUO\�
1XJHQW� VXJJHVWHG� WKDW� §>L@Q� WKH� ����V� DQG�HDUO\� ����V�SROLF\�GHYHORSPHQW�ZDV
H[WUHPHO\� VOXJJLVK¨� EXW� VKRXOG� KDYH� LPSURYHG� HYHU� VLQFH� �1XJHQW� �����������
ZKLOH�:HVVHOV�KDV�FODLPHG�WKDW�§RQ�DYHUDJH��DIWHU�WKH�6($�WKH�&RXQFLO�KDV�WDNHQ
GHFLVLRQV�IRXU�WLPHV�DV�IDVW�DV�EHIRUH¨��:HVVHOV�������������7KH�SHUVRQDO�DFFRXQWV
RI� LQVLGH� REVHUYHUV� VXFK� DV� (KOHUPDQQ� DERXW� WKH� QDWXUH� RI� SRVW�6($� GHFLVLRQ�
PDNLQJ�UHLQIRUFH�VXFK�H[SHFWDWLRQV��(KOHUPDQQ�������

3UHGLFWLRQV�DERXW�FKDQJLQJ�GHFLVLRQPDNLQJ�HIILFLHQF\�DQG�WKH�UROH�RI�LQVWLWXWLRQDO
UHIRUP�DUH�FRPSOLFDWHG�E\�D�PXOWLWXGH�RI� IDFWRUV�� LQFOXGLQJ�DPRQJ�RWKHU� WKLQJV
WKH�HIIHFWV�RI�&RPPXQLW\�HQODUJHPHQW��WKH�SOHWKRUD�RI�GRPHVWLF�DQG�LQWHUQDWLRQDO
SROLWLFDO� FRQVLGHUDWLRQV� ZKLFK� FRQGLWLRQ� PHPEHU� VWDWH� EDUJDLQLQJ� SRVLWLRQV�
FKDQJHV�LQ�WKH�&RPPLVVLRQ�3UHVLGHQF\��WKH�UROH�RI�WKH�(XURSHDQ�3DUOLDPHQW��WKH
HYHQWV� VXUURXQGLQJ� WKH� SUHVHQWDWLRQ� DQG� KDQGOLQJ� RI� WKH� &RPPLVVLRQªV�:KLWH
3DSHU��DOVR�NQRZV�DV�WKH�§�����SURMHFW¨���(&�����D��DQG�WKH�QHJRWLDWLRQV�RYHU�WKH
0DDVWULFKW�7UHDW\�RQ�(XURSHDQ�8QLRQ��0DQ\�RI�WKHVH�IDFWRUV�DUH�ZHOO�EH\RQG�WKH
VFRSH� RI� WKH� SUHVHQW� DQDO\VLV�� DQG� VRPH� PLJKW� EH� WRR� FRPSOH[� WR� LQFRUSRUDWH
ZLWKLQ�D�TXDQWLWDWLYH�PRGHO�RI� WKH�GHFLVLRQPDNLQJ�SURFHVV��7KH������:KLWH�3D�
SHU��KRZHYHU��OHQGV�LWVHOI�WR�TXDQWLWDWLYH�DQDO\VLV�DQG�LV�RI�SDUWLFXODU�FRQFHUQ�EH�
FDXVH� RI� LWV� SRWHQWLDO� LPSOLFDWLRQV� IRU� OHJLVODWLYH� YROXPH� DQG� VSHHG�� RQH�ZRXOG
H[SHFW� WKDW� LWV� DOPRVW� ���� GLUHFWLYHV� ZRXOG� VZHOO� OHJLVODWLYH� LQSXW� DQG� RXWSXW�
ZKLOH�PDMRULW\�YRWLQJ��WKH�FRQFHSW�RI�PXWXDO�UHFRJQLWLRQ�DQG�WKH�§QHZ�DSSURDFK¨
¥� ZKHUHE\� WKH� &RXQFLO� ZRXOG� DJUHH� XSRQ� PLQLPDO� KHDOWK� DQG� VDIHW\� UHTXLUH�
PHQWV� DQG� GHOHJDWH� WKH� UHPDLQLQJ� GLIILFXOW� WHFKQLFDO� LVVXHV� WR� VWDQGDUGLVDWLRQ
ERGLHV�¥�ZHUH�DOO�YLHZHG�DV�PHDQV� WR�H[SHGLWH� WKH�GHFLVLRQPDNLQJ�SURFHVV� DQG
DOVR�WR�DYHUW�RU�SRVVLEO\�UHGXFH�EDFNORJ���

7KH�VWDQGDUG�SRUWUD\DO�RI�(&�KLVWRU\�VXPPDULVHG�DERYH�OHDGV�WR�HOHYHQ�HPSLUL�
FDOO\�WHVWDEOH�K\SRWKHVHV��JURXSHG�LQWR�WKUHH�FDWHJRULHV��)RU�WKH�SUH�6($�SHULRG�
ZH�ZRXOG�H[SHFW�WR�ILQG�

�� ����V�(XURVFOHURVLV�¥� LQ�WKDW�VRPH�RU�DOO�PHDVXUHV�RI�PHFKDQLFDO� ORXUGHXU�LQ�
FUHDVHG�GXULQJ� WKH� ����V�� 6RPH�DXWKRUV�ZRXOG�SUHGLFW�GHFLVLRQPDNLQJ� HIIL�
FLHQF\� WR�GURS�DIWHU� ������RWKHUV� DIWHU� ������EXW� WKH�JHQHUDO�SKHQRPHQRQ�RI
§(XURVFOHURVLV¨�VKRXOG�EH�DSSDUHQW�LQ�DOO�WKH�\HDUV�OHDGLQJ�XS�WR�WKH�6($�

�� $Q� LQFRQVHTXHQWLDO� 409� VKDGRZ� SULRU� WR� WKH� 6($� ¥� LQ� ZKLFK� FDVH� SURSRVDOV
VXEMHFW�WR�409�SULRU�WR�WKH�6($�ZRXOG�KDYH�IDOOHQ�YLFWLP�WR�WKH�/X[HPERXUJ
&RPSURPLVH�DQG�ZRXOG�KDYH�EHHQ�DGRSWHG�DW�PRUH�RU�OHVV�WKH�VDPH�VSHHG�DV

��������������������������������������������������
�� 'HWDLOV�RI� WKH�QHZ�DSSURDFK�DUH� IRXQG� LQ�(&� �����E�� ����F�� DQG�GLVFXVVHG� LQ�/DX�

ZDDUV��������
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WKRVH� SURSRVHG� XQGHU� XQDQLPRXV� YRWLQJ� SURFHGXUHV�� ,Q� RWKHU� ZRUGV�� RQH
ZRXOG�QRW�H[SHFW�WKDW�WKH�VKDGRZ�RI�409�SULRU�WR������KDG�DQ�DSSUHFLDEOH
HIIHFW�RQ�GHFLVLRQPDNLQJ�VSHHG�RU�EDFNORJ�

�� 3UH�6($�ORXUGHXU��7KH�\HDUV������������ZKHQ�WKH�PHPEHU�VWDWHV�ZHUH�QHJRWL�
DWLQJ� WKH� 6($�� VKRXOG� H[KLELW� FRQVLGHUDEOH� ORXUGHXU� DV� WKH� :KLWH� 3DSHU
VZHOOHG�OHJLVODWLYH�YROXPH�ZKLFK�ZDV�QRW�\HW�VXEMHFW�WR�ZLGHVSUHDG�PDMRULW\
YRWLQJ��7KH�HIIHFW�RI�WKH�:KLWH�3DSHU�RQ�HIILFLHQF\�ZRXOG�EH�FRQFHQWUDWHG�LQ
WKLV� SHULRG� EHFDXVH� ���� RI� LWV� ���� RU� VR� SURSRVDOV� RULJLQDWHG� LQ� WKH� \HDUV
�����������ZKHUHDV� RQO\� ����RULJLQDWHG� LQ�� DQG�ZHUH� VSUHDG� HYHQO\� DFURVV�
WKH� SUHYLRXV� VHYHQWHHQ� \HDUV�� %DFNORJ� VKRXOG� WKHUHIRUH� LQFUHDVH� DQG� VSHHG
VKRXOG�GHFUHDVH�LQ�WKH�UXQ�XS�WR�WKH�6($���

)RU�WKH�SRVW�6($�SHULRG�ZH�ZRXOG�H[SHFW�

�� :LGHVSUHDG� HIILFLHQF\�JDLQV��$FFRUGLQJ� WR�PRVW�REVHUYHUV�ZH� VKRXOG� ILQG� WKDW
WKH�6($�H[SDQGHG�WKH�VFRSH�RI�409��ZKLFK�LQ�WXUQ�LPSURYHG�HIILFLHQF\��7KH
VWURQJHVW� IRUP� RI� WKLV� K\SRWKHVLV� ZRXOG� SUHGLFW� D� VXEVWDQWLDOO\� HQODUJHG
§VKDGRZ¨�RI�409�DIWHU�������DV�ZHOO�DV�JHQHUDO�LPSURYHPHQW�DFURVV�DOO�LQGL�
FDWRUV��JUHDWHU�&RXQFLO�DQG�&RPPLVVLRQ�RXWSXW��DFFHOHUDWHG�GHFLVLRQPDNLQJ
DQG� GHFUHDVLQJ� OHJLVODWLYH� EDFNORJ�� 0XWXDO� UHFRJQLWLRQ� DQG� WKH� §QHZ� DS�
SURDFK¨�ZRXOG�DOVR�FRQWULEXWH�WR�HIILFLHQF\�JDLQV�LQ�WHUPV�RI�JUHDWHU�&RXQFLO
RXWSXW�FRPELQHG�ZLWK�LPSURYHG�VSHHG��:K\QHV����������¥������8QGHU�WKHVH
FRQGLWLRQV� WKH� (&ªV� GHFLVLRQPDNLQJ� DSSDUDWXV� ZRXOG� FRSH� ZHOO� ZLWK� WKH
&RPPLVVLRQªV�:KLWH�3DSHU��DEVRUELQJ�WKH�QHZ�ZRUNORDG�ZLWKRXW�VDFULILFLQJ
HIILFLHQF\��7KLV�SRVVLELOLW\�LV�PDGH�DOO�WKH�PRUH�OLNHO\�E\�WKH�IDFW�WKDW�DIWHU�WKH
6($� ����RI� WKH� SURSRVDOV� LQ� WKH�:KLWH� 3DSHU� FRXOG� KDYH� EHHQ� DGRSWHG� E\
409��(&����������

�� 3UHGLFWDEO\� GLYHUJLQJ� VSHHGV�� 6WDUWLQJ� LQ� ������ WKH� GHPLVH� RI� WKH� /X[HPERXUJ
&RPSURPLVH�VKRXOG�UHVXOW�LQ�SURSRVDOV�VXEMHFW�WR�409�EHLQJ�DGRSWHG�PRUH
TXLFNO\�WKDQ�WKRVH�UHPDLQLQJ�XQGHU�XQDQLPRXV�YRWLQJ��*UDSKLFDOO\��WZR�GLV�

��������������������������������������������������
�� 6RPH�FRPPHQWDWRUV�KDYH�DUJXHG�WKDW�PHPEHU�VWDWHV�DFWXDOO\�DJUHHG�WR�HQG�WKH�/X[�

HPERXUJ�&RPSURPLVH�DQG�SXUVXH�ZLGHVSUHDG�PDMRULW\�YRWLQJ�LQ������RU�HYHQ�HDU�
OLHU��%DVVRPSLHUUH�VXJJHVWV�WKDW�%ULWDLQ�EHLQJ�RXWYRWHG�LQ������RQ�DQ�(&�DJULFXOWXUDO
SROLF\�GHFLVLRQ�§OHG�DOO�VXFFHHGLQJ�SUHVLGHQFLHV���WR�FDOO�PRUH�DQG�PRUH�RIWHQ�IRU�D
YRWH¨��%DVVRPSLHUUH������������$QG�/XGORZ�ULJKWO\�SRLQWV�RXW� WKDW��DIWHU�DOO�� WKH� ,Q�
WHUJRYHUQPHQWDO�&RQIHUHQFH�ZKLFK�SURGXFHG�WKH�6($�ZDV�LWVHOI�D�SURGXFW�RI�D�PD�
MRULW\� YRWH� DW� WKH� -XQH� ����� 0LODQ� PHHWLQJ� RI� WKH� (XURSHDQ� &RXQFLO� �/XGORZ
������������,I�WKHVH�DXWKRUV�DUH�FRUUHFW��GHFLVLRQPDNLQJ�HIILFLHQF\�VKRXOG�LPSURYH�DF�
FRUGLQJO\��HYHQ�EHIRUH�DGRSWLRQ�RI�WKH�6($�
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WLQFW� OLQHV� VKRXOG� DSSHDU� DIWHU� WKH� 6($�DV� WKH� DYHUDJH� VSHHGV� IRU�SURSRVDOV
FODVVHG�XQGHU�WKH�UHVSHFWLYH�GHFLVLRQ�UXOHV�GLYHUJH�

�� 6HFWRUDO�HIILFLHQF\�JDLQV��0HFKDQLVP�,���9HU\�ODUJH�LQFUHDVHV�LQ�HIILFLHQF\�VKRXOG
EH�DSSDUHQW�LQ�SROLF\�DUHDV�ZKRVH�OHJDO�EDVLV�VKLIWHG�IURP�XQDQLPRXV�YRWLQJ
WR�409�DIWHU�WKH�6($��7KLV�SDUWLFXODUO\�LQFOXGHV�SURSRVDOV�GHDOLQJ�ZLWK�DS�
SUR[LPDWLRQ�RI�ODZV��$UWLFOH������DQG�WUDQVSRUW��$UWLFOH���>�@��

�� 8QEORFNHG� SURSRVDOV� DQG� GHFUHDVHG� EDFNORJ�� 7KH� 6($� KDV� EHHQ� DWWULEXWHG� ZLWK
§XQEORFNLQJ¨� ODUJH�QXPEHUV�RI�SURSRVDOV�KHOG�KRVWDJH� LQ�SUHYLRXV�\HDUV�E\
QDWLRQDO� YHWRHV�� VR� WKDW� WKH� QXPEHU� RI� DGRSWLRQV�ZRXOG� H[KLELW� DQ� XSZDUG
§VSLNH¨� LPPHGLDWHO\� DIWHU� ����� DQG� OHJLVODWLYH� EDFNORJ� ZRXOG� GHFOLQH� GUD�
PDWLFDOO\� WKHUHDIWHU��6LPLODUO\��DW� WKH�SRLQW�ZKHUH�WKH�/X[HPERXUJ�&RPSUR�
PLVH�ZDV�DEDQGRQHG��WKH�XQEORFNLQJ�RI�SURSRVDOV�ZKLFK�KDG�EHHQ�VXEMHFW�WR
YHWR�IRU�PDQ\�\HDUV�ZRXOG�SURGXFH�D�VXEVWDQWLDO�VSLNH�LQ�WKH�EDFNZDUG�WLPH
ODJV��2QFH�WKHVH�ROG�SURSRVDOV�ZHUH�FOHDUHG��WKH�JUDSK�RI�EDFNZDUG�WLPHODJV
VKRXOG�IDOO�SUHFLSLWRXVO\�

�� 6HFWRUDO�HIILFLHQF\�JDLQV��0HFKDQLVP�,,���3ROLF\�DUHDV�SUHYLRXVO\�VXEMHFW�WR�409
EXW�LQ�SUDFWLFH�KRVWDJH�WR�WKH�/X[HPERXUJ�&RPSURPLVH�VKRXOG�PDQLIHVW�LP�
SURYHG�HIILFLHQF\�DIWHU�WKH�6($��7KLV�LQFOXGHV�SURSRVDOV�LQ�DJULFXOWXUDO�SROLF\
�$UWLFOH�����DQG�IUHH�PRYHPHQW��$UWLFOHV���¥����

�� 3UHGLFWDEOH� IHDWXUHV� RI� SHQGLQJ� OHJLVODWLRQ�� ,I� WKH� 6($� H[WHQGHG� WKH� VKDGRZ� RI
409��WKHQ�E\�WKH�HQG�RI������SHQGLQJ�OHJLVODWLRQ�VKRXOG�H[KLELW�SUHGLFWDEOH
FKDUDFWHULVWLFV�� )LUVW�� LW� VKRXOG� EH� SUHGRPLQDQWO\� QHZ� OHJLVODWLRQ� LI� WKH� 6($
XQEORFNHG�WKH�PDVV�RI�ODQJXLVKLQJ�SURSRVDOV�ZKLFK�ZHUH�WKHQ�DGRSWHG�LQ�WKH
\HDUV� LPPHGLDWHO\� IROORZLQJ� ������ 6HFRQG�� WKH� ERG\� RI� SHQGLQJ� OHJLVODWLRQ
VKRXOG�FHUWDLQO\�QRW� FRQWDLQ�D� ODUJH�QXPEHU�RI�SURSRVDOV�ZKLFK�ZHUH�PDGH
SULRU� WR� WKH� 6($� DQG� VXEMHFW� WR� 409�� EHFDXVH� LW� LV� SUHFLVHO\� WKLV� FDWHJRU\
ZKLFK�VKRXOG�KDYH�H[SHULHQFHG� WKH� LPSURYHG�HIILFLHQF\�DVVRFLDWHG�ZLWK� WKH
GHPLVH�RI�WKH�/X[HPERXUJ�&RPSURPLVH�

��� 3RVW�0DDVWULFKW� HIILFLHQF\� JDLQV�� 7KH� IXUWKHU� H[WHQVLRQ� RI� 409� E\� WKH�0DDV�
WULFKW� 7UHDW\� �UDWLILHG� LQ� ������ VKRXOG� KDYH� LPSURYHG� GHFLVLRQPDNLQJ� HIIL�
FLHQF\�FRPSDUHG�WR�WKH�\HDUV�����¥�����

5HJDUGOHVV�RI�WLPH�SHULRG�ZH�ZRXOG�H[SHFW�WR�ILQG�

��� ,QWHUDFWLRQ� DPRQJVW� HIILFLHQF\� LQGLFDWRUV��2QH�SRVVLELOLW\� LV� WKDW� FRQWLQXLQJ�GH�
OLEHUDWLRQ� RYHU�SHQGLQJ�SURSRVDOV� FRQVXPHV� D� SRUWLRQ� RI� WKH�&RXQFLOªV� FXU�
UHQW� DJHQGD� VSDFH� DQG� OHQJWKHQV� WKH� SHULRG� QHFHVVDU\� IRU� GLVFXVVLQJ� QHZ
SURSRVDOV��2QH�RI�WKH�&RPPLVVLRQªV�SULPDU\�LQVWLWXWLRQDO�LQWHUHVWV�LV�WR�KDYH
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LWV�SURSRVDOV�DGRSWHG��DQG�DV�UDSLGO\�DV�SRVVLEOH��VR�WKDW�DV�EDFNORJ�DFFXPX�
ODWHV�WKH�&RPPLVVLRQªV�DWWHQWLRQ�VKRXOG�IRFXV�RQ�JHWWLQJ�WKH�FXUUHQW�EDWFK�RI
OHJLVODWLRQ�WKURXJK�&RXQFLO�DQG�VKRXOG�GHWHU�LW�IURP�§SLOLQJ�RQ¨�QHZ�SURSRV�
DOV��,Q�VKRUW��DQ�LQFUHDVH�LQ�EDFNORJ�VKRXOG�LQFUHDVH�WKH�ODJWLPH�IRU�QHZ�SUR�
SRVDOV� DQG� GHFUHDVH� WKH� &RPPLVVLRQªV� OHJLVODWLYH� LQSXW�� %DFNORJ� DQG� LQSXW
VKRXOG� WKXV� GHYHORS� LQ� F\FOHV�� ZLWK� XSSHU� ERXQGV� SDVW� ZKLFK� SRLQW� WKH
&RPPLVVLRQ�VKLIWV�LWV�DWWHQWLRQ�WR�SHQGLQJ�SURSRVDOV�

� 'HVFULSWLYH�6WDWLVWLFV

'DWD� IRU� WKH� IRXU� FHQWUDO� PHDVXUHV� RI� PHFKDQLFDO� GHFLVLRQPDNLQJ� HIILFLHQF\� LV
SUHVHQWHG�LQ�)LJXUHV��¥���DQG�LQ�7DEOHV���DQG����7KH�JURZLQJ�409�§VKDGRZ¨�DQG
LWV�HIIHFW�RQ�VSHHG�LV�SUHVHQWHG�LQ�)LJXUHV���DQG����DQG�LQ�7DEOH����&KDUDFWHULVWLFV
RI�WKH�OHJLVODWLYH�EDFNORJ�DQG�SHQGLQJ�OHJLVODWLRQ�DUH�SUHVHQWHG�LQ�)LJXUH���DQG�LQ
7DEOHV���DQG���

��� 7KH�([WHQW�RI�(XURVFOHURVLV

&RQWUDU\� WR� FRQYHQWLRQDO� ZLVGRP�� ZKLFK� KROGV� WKDW� WKH� ����V� ZHUH� WKH� §GDUN
DJHV¨� IRU� WKH�&RPPXQLW\�� D� SHULRG�PDUNHG� E\� HQRUPRXV� LQHIILFLHQF\�� VOXJJLVK
GHFLVLRQPDNLQJ�DQG�DQ�DWURSK\�LQ�&RPPXQLW\�OHJLVODWLRQ��K\SRWKHVLV�����)LJXUH��
VXJJHVWV� WKDW� LQ� IDFW�� RI� WKH� HQWLUH� ���\HDU� VSDQ� XQGHU� FRQVLGHUDWLRQ�� WKH� \HDUV
����¥�����ZLWQHVVHG�WKH�PRVW�GUDPDWLF�DQG�SHUVLVWHQW�LPSURYHPHQW�LQ�GHFLVLRQ�
PDNLQJ� VSHHG�� DV� WKH� DYHUDJH� IRUZDUG� ODJWLPH� IHOO� IURP� ����� GD\V� WR� RQO\� ���
GD\V��0RUHRYHU��WKH�IDFW�WKDW��UDWKHU�WKDQ�IDOOLQJ��OHJLVODWLYH�LQSXW�IOXFWXDWHG�DQG
WKHQ�DFWXDOO\�URVH�LQ�WKH�ODWH�����V��)LJXUH����IXUWKHU�ZHDNHQV�WKH�IRXQGDWLRQV�RI
WKH�(XURVFOHURVLV�P\WK��)LQDOO\�� WKH� OHJLVODWLYH�EDFNORJ�UHPDLQHG�YHU\� ORZ��HYHQ
KLWWLQJ�]HUR�LQ������

(XURVFOHURVLV�RQO\�PDGH�LWV�DSSHDUDQFH�LQ�������LQ�WKH�IRUP�RI�GHFOLQLQJ�&RXQFLO
RXWSXW�� VWHDGLO\�PRXQWLQJ� OHJLVODWLYH� EDFNORJ� �)LJXUH� ���� DQG� IRUZDUG� ODJWLPHV
ZKLFK�URVH�VKDUSO\�DQG�UHPDLQHG�IDLUO\�VWDEOH�XQWLO�������(YLGHQFH�RI�PHFKDQLFDO
ORXUGHXU�LQ�WKH�&RPPLVVLRQ�RQO\�EHJLQV� LQ�������ZKHQ�WKH�QXPEHU�RI�QHZ�SUR�
SRVDOV�IRU�GLUHFWLYHV�IDOOV�RII�UDSLGO\��7KH�ILQGLQJV�FRQWUDVW�ZLWK�WKRVH�RI�6ORRW�DQG
9HUVFKXUHQ��ZKR�FODLP�WKDW�IURP�����¥�����WKH�SURSRUWLRQ�RI�OHJLVODWLRQ�DGRSWHG
YHU\� TXLFNO\� �ZLWKLQ� ���PRQWKV�� LQFUHDVHG� VWHDGLO\�� ULVLQJ� IURP� ���� LQ� ����� WR
����E\�������:KLOH�WKLV�PLJKW�EH�WKH�FDVH�IRU�WKH�HQWLUH�UDQJH�RI�(&�OHJLVODWLRQ��D
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QDUURZHU�IRFXV�RQ�(&�GLUHFWLYHV�SURYLGHV�D�PXFK�GLIIHUHQW�SLFWXUH��$V�VKRZQ�LQ
)LJXUH����D�GUDPDWLF�LQFUHDVH�LQ�VSHHG�RFFXUUHG�GXULQJ�WKH�SHULRG�����¥������E\
ZKLFK�SRLQW�����RI�DOO�GLUHFWLYHV�ZHUH�DGRSWHG�ZLWKLQ����PRQWKV� �����RI� WKHP
ZLWKLQ�VL[�PRQWKV���EXW�WKLV�ZDV�IROORZHG�E\�SHULRGV�RI�GHFOLQH�DQG�UHODWLYH�VWD�
ELOLW\��1RW�XQWLO������GLG�WKH�SURSRUWLRQ�RI�OHJLVODWLRQ�DGRSWHG�ZLWKLQ����PRQWKV
UHWXUQ� WR� LWV� ����� OHYHOV�� ZKLOH� WKH� SURSRUWLRQ� RI� OHJLVODWLRQ� DGRSWHG�ZLWKLQ� ��
PRQWKV�KDV�QHYHU� IXOO\� UHFRYHUHG��7KXV� LW�DSSHDUV� WKDW�����¥�����ZHUH� WKH� UHDO
§GDUN�DJHV¨�IRU�WKH�&RPPXQLW\��ZKHUHDV�WKH�PLG��DQG�ODWH�����V�ZHUH�KLJKO\�HI�
ILFLHQW���

7KH�ODWH�RQVHW�RI�(XURVFOHURVLV�DQG�WKH�GUDPDWLF�IDOO� LQ�ODJWLPH�GXULQJ�WKH�����V
DOVR�FRQWUDGLFWV�WKH�H[SHFWHG�HIIHFWV�RI�%ULWLVK�DQG�,ULVK�DFFHVVLRQ�LQ�������$W�OHDVW
IRU�GLUHFWLYHV��LW� LV�VLPSO\�QRW�WKH�FDVH�WKDW�§OHJLVODWLYH�SDUDO\VLV�EHFDPH�FKURQLF
LQ� WKH�PLG�����V� IROORZLQJ� WKH� ILUVW� HQODUJHPHQW¨� �'LQDQ� ����������� RU� WKDW� (&
HQODUJHPHQW�IURP�VL[�WR�QLQH�PHPEHUV�LQHYLWDEO\�LQFUHDVHG�WKH�ORXUGHXU�RI�GHFL�
VLRQPDNLQJ��'HKRXVVH�0DMRQH�����������0DMRQH����������

:K\�GLGQªW�WKH�ILUVW�HQODUJHPHQW�GHSUHVV�HIILFLHQF\��SDUWLFXODUO\�ZKHQ�LW�PDUNHG
WKH� HQWU\� RI� %ULWDLQ�� WKH� §DZNZDUG� SDUWQHU¨� RI� WKH� &RPPXQLW\� �*HRUJH� �����"
2QH�UHDVRQ�PLJKW�EH�WKDW�%ULWLVK�RIILFLDOV�RSHUDWLQJ�LQ�%UXVVHOV�EURXJKW�ZLWK�WKHP
D�WUDGLWLRQ�RI�H[WUHPH�SUDJPDWLVP�ZKLFK�VKRZHG�OLWWOH�WROHUDQFH�IRU�WLPH�ZDVWLQJ�
2Q�WKH�RWKHU�KDQG��RQH�PLJKW�LGHQWLI\�%ULWLVK�SROLWLFDO�FXOWXUH��ZLWK�LWV�HPSKDVLV
RQ� PLQLVWHULDO� UHVSRQVLELOLW\� DQG� FDXWLRXV� LQFUHPHQWDOLVP�� DV� WKH� IXQGDPHQWDO
VRXUFH� RI� DZNZDUGQHVV�� $�PRUH� FRPSHOOLQJ� H[SODQDWLRQ� IRU� ZK\� (&� GHFLVLRQ�
PDNLQJ�HIILFLHQF\� FRQWLQXHG� WR� LPSURYH�GHVSLWH�%ULWLVK�DFFHVVLRQ�PLJKW� LQYROYH
WKH� SUHVHQFH� RI� D� OHDUQLQJ� SURFHVV� DQG� WKH� UROH� RI� LQFRPSOHWH� LQIRUPDWLRQ�
ZKHUHE\� WKH�%ULWLVK�� DV� QHZ�PHPEHUV��ZHUH�PRUH�ZLOOLQJ� WR� VLJQ�(&�SURSRVDOV
ZLWKRXW�ILUVW�VXEMHFWLQJ�WKHP�WR�LQWHQVH�VFUXWLQ\��7KLV�ZDV�FHUWDLQO\�WKH�FDVH�LQ�WKH
DUHD�RI�(&�HQYLURQPHQWDO�SROLF\�¥�%ULWLVK�UHVLVWDQFH�DQG�VFUXWLQ\�LQFUHDVHG�RYHU
WLPH��DV�RIILFLDOV�OHDUQHG�WKHLU�ZD\�DURXQG�WKH�&RPPXQLW\�LQVWLWXWLRQV�DQG�UHDOLVHG
WKH�IXOO�LPSOLFDWLRQV�RI�KDYLQJ�WR�LPSOHPHQW�(&�OHJLVODWLRQ��*ROXE�������������

:KDWHYHU�WKH�UHDVRQV�XQGHUO\LQJ�LWV�EHKDYLRXU�LQ�WKH�ILUVW�IHZ�\HDUV�RI�PHPEHU�
VKLS��LW�LV�FOHDU�WKDW�WKH�RQVHW�RI�(XURVFOHURVLV�LV�DWWULEXWDEOH�QRW�WR�%ULWLVK�HQWU\�LQ

��������������������������������������������������
�� 7KHVH�ILQGLQJV�OHQG�DGGLWLRQDO�VXSSRUW�WR�VFKRODUV�VXFK�DV�:HVVHOV��ZKRVH�VFHSWLFLVP

RI� WKH� (XURVFOHURVLV� K\SRWKHVLV� VWHPV� IURP� WKH� IDFW� WKDW� WKH� QXPEHU� RI� &RXQFLO
PHHWLQJV�LQFUHDVHG�VWHDGLO\�WKURXJKRXW�WKH�����V��:HVVHOV�������������7KH�WLPLQJ�RI
(XURVFOHURVLV�DOVR�GLVSHOV�DVVHUWLRQV� WKDW�§WKH� OHJLVODWLYH�VLWXDWLRQ� LPSURYHG�JUDGX�
DOO\� LQ� WKH�HDUO\�����V�DV�SROLWLFDO�SUHVVXUH�PRXQWHG� WR� FRPSOHWH� WKH� VLQJOH�PDUNHW
DQG�UHYLYH�(XURSHDQ� LQWHJUDWLRQ¨� �'LQDQ������������� ,W�DOVR�TXDOLILHV�6ORRW�DQG�9HU�
VFKXUHQªV�FODLP�WKDW�GHFLVLRQPDNLQJ�VSHHG�LPSURYHG�VWHDGLO\�IURP�����¥������6ORRW�
9HUVFKXUHQ������������$W�OHDVW�IRU�GLUHFWLYHV�WKLV�ZDV�QRW�WKH�FDVH�
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JHQHUDO��EXW�SHUKDSV�PRUH�VSHFLILFDOO\�WR�WKH�§7KDWFKHU�HIIHFW¨��$OWKRXJK�%ULWDLQªV
DZNZDUGQHVV� RULJLQDWHG� DV� IDU� EDFN� DV�+DUROG�:LOVRQ�� DQG�ZDV� HYLGHQW� LQ� WKH
����� UHIHUHQGXP� RQ� PHPEHUVKLS� DQG� WKH� UHQHJRWLDWLRQ� RI� LWV� WHUPV� �'LQDQ
��������¥����� WKH�GDWD�VXJJHVWV�WKDW� WKLV�SROLWLFDO� IULFWLRQ�GLG�QRW�DIIHFW� WKH�&RP�
PXQLW\ªV�RYHUDOO�GHFLVLRQPDNLQJ�HIILFLHQF\��DW� OHDVW�QRW�HQRXJK�WR�GHQW� WKH�VXE�
VWDQWLDO� \HDUO\� LPSURYHPHQWV�� 7KH� GRZQWXUQ� LQ� HIILFLHQF\� RQO\� EHJDQ� ZLWK
7KDWFKHUªV�DUULYDO��DQG�UHIOHFWV�WKH�JHQHUDO�LQIOXHQFH�RI�KHU�XQLTXH�SHUVRQDOLW\�DV
ZHOO�DV�KHU�KDQGOLQJ�RI�WKH�FHQWUDO�SROLWLFDO�LVVXH�DW�WKH�WLPH��KRZ�WR�VWUXFWXUH�(&
ILQDQFHV��,Q�DGGLWLRQ�WR�KHU�XQLTXHO\�DJJUHVVLYH�SROLWLFDO�VW\OH��ZKLFK�FRQWULEXWHG
OLWWOH�WR�FRQVHQVXDO�SROLF\PDNLQJ�LQ�WKH�&RXQFLO��DIWHU������7KDWFKHU�EHFDPH�WKH
SULPDU\� DQWDJRQLVW� LQ� D� VHULHV� RI� RQJRLQJ� (&� EXGJHW� FULVHV�� GXULQJ� ZKLFK� VKH
WKUHDWHQHG� WR�REVWUXFW�(&�GHFLVLRQPDNLQJ�XQWLO� VKH�JRW�KHU� §RZQ�PRQH\�EDFN¨
�:DOODFH����������¥�����*HRUJH�������FK�����

��� 4XDOLILHG�0DMRULW\�9RWLQJ�3ULRU�WR�WKH�6($

6XUSULVLQJO\�� WKH�GDWD�GLVFRQILUPV� WKH�ZLGHVSUHDG� VXSSRVLWLRQ� �UHSHDWHG� IRU� LQ�
VWDQFH�LQ�WKH�UHSRUW�RI�WKH�7KUHH�:LVH�0HQ��WKDW�(&�GHFLVLRQPDNLQJ�SULRU�WR�WKH
6($� UHPDLQHG� VOXJJLVK� EHFDXVH� SURSRVDOV� IRUPDOO\� VXEMHFW� WR� 409�� ZKLFK
VKRXOG�KDYH�SURFHHGHG�TXLFNO\��ZHUH� LQ�SUDFWLFH�EHLQJ�KHOG�KRVWDJH� WR�QDWLRQDO
YHWRHV�DQG�DGRSWHG�DW�WKH�VDPH�VSHHG�DV�WKRVH�XQGHU�XQDQLPRXV�YRWLQJ��5DWKHU�
LQ�JHQHUDO��DQG�LQ�ILYH�RXW�RI�WKH�VL[�SROLF\�DUHDV� LGHQWLILHG��SURSRVDOV�VXEMHFW� WR
SRWHQWLDO�PDMRULW\�YRWLQJ�EHIRUH�WKH�6($�SDVVHG�WKURXJK�WKH�&RXQFLO�PXFK�PRUH
TXLFNO\�WKDQ�WKRVH�UHTXLULQJ�XQDQLPRXV�FRQVHQW��7DEOH���DQG�)LJXUH�����7KH�DYHU�
DJH� IRUZDUG� ODJWLPH�IRU�GLUHFWLYHV�SURSRVHG�XQGHU�409�GXULQJ�����¥�����ZDV
RQH�WKLUG� ORZHU� WKDQ� WKDW� IRU�XQDQLPRXV�SURSRVDOV�� DQG� LQ� WKUHH�RI� WKH�\HDUV� LW
ZDV�HYHQ���¥����ORZHU����&RQWUDU\�WR�H[SHFWDWLRQV��K\SRWKHVLV�����LW�DSSHDUV�WKDW
WKH�HIIHFWV�RI�WKH�/X[HPERXUJ�&RPSURPLVH�DUH�GUDPDWLFDOO\�RYHUHVWLPDWHG�LQ�WKH
H[LVWLQJ� OLWHUDWXUH�� DQG� WKDW� WKH� VKDGRZ�RI� WKH� YRWH� KDG� D� FRQVLGHUDEOH� SRVLWLYH
LPSDFW�RQ�VSHHG�HYHQ�LQ�WKH�§GDUN�DJHV¨�RI�WKH�&RPPXQLW\��RYHU�D�GHFDGH�EHIRUH
WKH�6($�DOWHUHG� WKH�(&ªV� IRUPDO� LQVWLWXWLRQDO� UXOHV� DQG� LQIRUPDO�&RXQFLO�SURFH�
GXUHV�
��������������������������������������������������
�� 7KH�HIIHFW�RI�409�YDULHG�DFURVV�VHFWRUV��ZLWK�WKH�IROORZLQJ�LPSURYHPHQWV�WR�VSHHG�

DSSUR[LPDWLRQ��������IUHH�PRYHPHQW��������DJULFXOWXUH�������� WUDQVSRUW��������7KH
ODJWLPH�IRU�WKH�RQH�WD[�SURYLVLRQ�VXEMHFW�WR�409�ZDV�����ORZHU�WKDQ�WKH�WD[�SURYL�
VLRQV�DGRSWHG�WKURXJK�XQDQLPLW\��7KHVH�ILJXUHV�DFWXDOO\�XQGHUHVWLPDWH�WKH�UHODWLYH
HIIHFWV�RI�409�SULRU�WR�WKH�6($�EHFDXVH�D�QXPEHU�RI�SURSRVDOV�VXEMHFW�WR�XQDQLPLW\
YRWLQJ�ZHUH�UHFODVVLILHG�XQGHU�PDMRULW\�YRWLQJ�SURFHGXUHV�DIWHU�������ZKLFK�FXUWDLOHG
WKHLU� IRUZDUG� ODJWLPHV�DQG�GHSUHVVHG� WKH�KHLJKW�RI� WKH�����¥�����§XQDQLPLW\¨�FRO�
XPQV�LQ�)LJXUH���
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��� 3UH�6($�6FOHURVLV�����¥����

7KH�WKUHH�DQG�D�KDOI�\HDUV�SULRU�WR�WKH�6($��ZKLFK�WRRN�HIIHFW�LQ�-XQH�������GR�QRW
SURYLGH� D� FOHDU� SLFWXUH� RI� HIILFLHQF\�� $V� )LJXUH� �� VKRZV�� WKH� RYHUDOO� VSHHG� LP�
SURYHG� �FRQVLVWHQW� ZLWK� WKRVH� ZKR� FODLP� WKH� /X[HPERXUJ� &RPSURPLVH� ZDV
DEDQGRQHG�EHIRUH�WKH�IRUPDO�FKDQJHV� LQWURGXFHG�E\�WKH�6($��DQG�WKHQ�GHWHULR�
UDWHG��VXJJHVWLQJ�WKDW�IUHTXHQW�UHFRXUVH�WR�409�ZDV�HLWKHU�DEVHQW��LUUHOHYDQW��RU
RYHUVKDGRZHG�E\�RWKHU�IDFWRUV���0RUHRYHU��WKH�SURSRUWLRQ�RI�GLUHFWLYHV�DGRSWHG
ZLWKLQ� VL[�PRQWKV� RI� SURSRVDO� URVH� GXULQJ� WKLV� SHULRG��ZKHUHDV� WKH� SURSRUWLRQ
DGRSWHG�ZLWKLQ�WZHOYH�PRQWKV�DFWXDOO\�IHOO��)LJXUH�����&KDQJHV�LQ�OHJLVODWLYH�YRO�
XPH� DOVR� JLYH� FRQIOLFWLQJ� VLJQDOV��:KLOH� ERWK� OHJLVODWLYH� LQSXW� DQG� RXWSXW� URVH
VKDUSO\��VXJJHVWLQJ�FRQVLGHUDEOH�HIILFLHQF\��WKH�EDFNORJ�RI�GLUHFWLYHV��ZKLOH�VWDEOH
DW�ILUVW��MXPSHG�E\�����LQ�������)LJXUH�����7KHVH�ILQGLQJV�DUH�FRQVLVWHQW�ZLWK�WKH
DUJXPHQW� WKDW� WKH�:KLWH� 3DSHU� DQG� §����� 3URMHFW¨� GHSUHVVHG� HIILFLHQF\� �K\SR�
WKHVLV�����HYHQ�ZLWK�WKHLU�HPSKDVLV�RQ�PXWXDO�UHFRJQLWLRQ�DQG�D�§QHZ�DSSURDFK¨�

��� 3RVW�6($�3HULRG

2QH�ZRXOG�KDYH�H[SHFWHG�GHFLVLRQPDNLQJ�HIILFLHQF\�WR�LPSURYH�VXEVWDQWLDOO\�LQ
WKH�ODWH�����V��EHFDXVH�RI�WKH�H[SDQGLQJ�VFRSH�RI�409�DV�ZHOO�DV�WKURXJK�WKH�HI�
IHFWV�RI�PXWXDO�UHFRJQLWLRQ�DQG�WKH�QHZ�DSSURDFK��$W�WKH�VDPH�WLPH��WKH�PDJQL�
WXGH�RI�WKLV�LPSURYHPHQW��RU�LWV�SRVVLEOH�DEVHQFH��ZRXOG�DOVR�UHIOHFW�WKH�LPSDFW�RI
WKH� &RPPLVVLRQªV� :KLWH� 3DSHU�� )LJXUHV� �¥�� DQG� 7DEOHV� �� DQG� �� SUHVHQW� WKH
FKDQJLQJ�SURSRUWLRQ�RI�SURSRVDOV�IDOOLQJ�XQGHU�WKH�H[SDQGLQJ�VKDGRZ�RI�409�
WKH�DYHUDJH�GHFLVLRQPDNLQJ�VSHHG� IRU�SURSRVHG�GLUHFWLYHV��DQG�D�EUHDNGRZQ�RI
VSHHG�E\�YRWLQJ�SURFHGXUH�DQG�SROLF\�DUHD�IRU�WKH�SHULRG�����¥�����

$V�SUHGLFWHG��WKH�SURSRUWLRQ�RI�SURSRVHG�GLUHFWLYHV�VXEMHFW�WR�409�VRDUHG�DIWHU
�����¥�RYHU�HDFK�RI�WKH�QH[W�HLJKW�\HDUV�WKH�&RPPLVVLRQ�SODFHG���¥����RI�DOO�LWV
QHZ�SURSRVDOV� IRU�GLUHFWLYHV� LQ� WKH� VKDGRZ�RI� WKH�YRWH�� ,QVWHDG�RI� VKRZLQJ� LP�
SURYHG� GHFLVLRQPDNLQJ� HIILFLHQF\� VWHPPLQJ� IURP� SHUYDVLYH�PDMRULW\� YRWLQJ� DV
H[SHFWHG��KRZHYHU��WKH�GDWD�UHYHDO�VHYHUDO�FRXQWHULQWXLWLYH�WUHQGV��2Q�RQH�KDQG�
VRPH� LPSRUWDQW� LQGLFDWRUV� RI� PHFKDQLFDO� ORXUGHXU� GLG� VKRZ� LPSURYHPHQW�� DV
IRUZDUG� ODJWLPH� LQ� WKH�&RXQFLO� IHOO�PDUJLQDOO\� IURP�����¥������ DQG�GXULQJ� WKLV
VDPH� SHULRG� OHJLVODWLYH� LQSXW� DQG� RXWSXW� IOXFWXDWHG� EXW� URVH� VKDUSO\�� 2Q� WKH
RWKHU�KDQG��WKH�OHJLVODWLYH�EDFNORJ�JUHZ�E\������7KXV�WKH�PRVW�RSWLPLVWLF�LQWHU�
SUHWDWLRQ�RI�WKH�6($��K\SRWKHVLV�����ZKLFK�FODLPV�DFURVV�WKH�ERDUG�LPSURYHPHQWV
LQ�HIILFLHQF\��LV�FOHDUO\�QRW�WHQDEOH��0RUHRYHU��WKH�FRQWLQXHG�GRZQZDUG�WUHQG�LQ
IRUZDUG�ODJWLPHV�LV�KLJKO\�PLVOHDGLQJ��LI�DQG�ZKHQ�WKLV�EDFNORJ�LV�DGRSWHG��ODJ�
WLPHV�ZLOO�LQFUHDVH�IRU�WKH�HQWLUH�SRVW������SHULRG�DQG�WKH�VKDSH�RI�WKH�OLQH�LQ�)LJ�
XUH���PLJKW�DOWHU�GUDPDWLFDOO\�
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,Q�DGGLWLRQ�WR�VKRZLQJ�WKH�OHVV�WKDQ�VSHFWDFXODU�UHVXOWV�IURP�WKH������LQVWLWXWLRQDO
UHIRUPV�� WKH� GDWD� WKURZ� LQWR� TXHVWLRQ� WKH� FRPPRQ� EHOLHI� WKDW� PRUH� SHUYDVLYH
409�ZDV�WKH�FDXVDO�PHFKDQLVP�UHVSRQVLEOH�IRU�WKH�VOLJKW� LPSURYHPHQWV�ZKLFK
ZHUH� PDGH�� ,Q� RWKHU� ZRUGV�� GHFLVLRQPDNLQJ� HIILFLHQF\� PLJKW� KDYH� LPSURYHG
VRPHZKDW�DIWHU�WKH�6($��EXW�QRW�DV�D�GLUHFW�UHVXOW�RI�H[WHQGLQJ�WKH�VKDGRZ�RI�WKH
YRWH��6HYHUDO�IDFWV�SRLQW�WRZDUGV�WKLV�FRXQWHULQWXLWLYH�FRQFOXVLRQ��)LUVW��RQH�GRHV
QRW�VHH�WKH�GHPLVH�RI�WKH�/X[HPERXUJ�DFFRUG�UHIOHFWHG�LQ�DQ�LQFUHDVLQJ�GLVSDULW\
EHWZHHQ�SURSRVDOV�VXEMHFW�WR�409�DQG�WKRVH�VXEMHFW�WR�XQDQLPLW\��K\SRWKHVLV����
,QVWHDG��RQ�DYHUDJH��WKH�JDS�EHWZHHQ�WKH�WZR�W\SHV�RI�SURFHGXUHV�LV�PXFK�VPDOOHU
LQ� WKH�\HDUV� DIWHU� ����� WKDQ�EHIRUH��1RW� RQO\�GLG�409�SURSRVDOV�QRW�PDNH� WKH
GUDPDWLF�LPSURYHPHQWV�H[SHFWHG��EXW�WKHVH�LPSURYHPHQWV�ZHUH�HYLGHQW�IRU�SUR�
SRVDOV�RXWVLGH� WKH� VKDGRZ�RI� WKH�YRWH�¥� ODJWLPH� IRU� WKH�DYHUDJH�409�SURSRVDO
LQWURGXFHG�SRVW�6($�GURSSHG�E\�����ZKLOH�WKH�DYHUDJH�ODJ�IRU�SURSRVDOV�UHTXLU�
LQJ�XQDQLPLW\�IHOO�E\������7DEOH�����,Q������DQG�������SURSRVDOV�VXEMHFW�WR�XQDQL�
PRXV�YRWLQJ�SURFHGXUHV�HYHQ�WRRN�OHVV�WLPH�WKDQ�WKRVH�XQGHU�409��)LJXUH����

7KHVH� ILQGLQJV� FKDOOHQJH� FODLPV� E\� WKH�&RPPLVVLRQ� WKDW� GHFLVLRQPDNLQJ� VSHHG
GLG� QRW� LPSURYH� DIWHU� WKH� 6($� LQ� DUHDV� VWLOO� FRYHUHG� E\� XQDQLPRXV� YRWLQJ� �(&
������������7KH\�UDLVH�VLPLODU�GRXEWV�DERXW�WKH�VXJJHVWLRQ�WKDW�&RXQFLO� WLPH�ODJV
LQFUHDVHG�DIWHU�WKH�6($�IRU� LQWHUQDO�PDUNHW�PHDVXUHV�VXEMHFW� WR�XQDQLPRXV�YRWH
�:HVVHOV�������������MXVW�DV�WKH\�EHOLH�DVVHUWLRQV�WKDW�LW�ZDV�WKH�HQKDQFHG�SRVVLELO�
LW\� IRU�PDMRULW\� YRWLQJ�ZKLFK� TXLFNHQHG� WKH� SDFH� RI� LQWHUQDO�PDUNHW� OHJLVODWLRQ
�(KOHUPDQQ� ����������¥������� )LQDOO\�� VRFLDO� SROLF\� SURYLGHV� DQRWKHU� H[DPSOH
ZKHUH�409�GLG�QRW�\LHOG�UDSLG�GHFLVLRPDNLQJ�DIWHU�WKH�6($��$OWKRXJK�DOO����RI
WKH�SURSRVHG�'LUHFWLYHV�LQ�VRFLDO�SROLF\�ZHUH�VXEMHFW�WR�409��7DEOH�����WKHLU�DY�
HUDJH�IRUZDUG�ODJWLPH�ZDV�QRW�RQO\�WKH�KLJKHVW�DPRQJVW�WKRVH�LQ�WKH�VKDGRZ�RI
WKH� YRWH�� EXW� LW� QHDUO\� H[FHHGHG� WKH� DYHUDJH� ODJWLPH� RI� SURSRVDOV� XQGHU� XQDQL�
PRXV�YRWLQJ��'HFLVLRQPDNLQJ�DIWHU������ZDV�VORZHU�IRU�VRFLDO�SROLF\�XQGHU�409
WKDQ�LW�ZDV�LQ�JHQHUDO�IRU�HYHU\�RWKHU�SROLF\�DUHD�EHVLGHV�WD[DWLRQ�

0RUHRYHU�� RQH� ZRXOG� H[SHFW� D� FRQVLVWHQWO\� SRVLWLYH� UHODWLRQVKLS� EHWZHHQ� WKH
SURSRUWLRQ� RI� SURSRVDOV� IDOOLQJ�XQGHU� WKH�409� VKDGRZ�DQG� WKH� VSHHG� RI� GHFL�
VLRQPDNLQJ��VR�WKDW�VHFWRUV�ZKHUH�YRWLQJ�VKLIWHG�VXEVWDQWLDOO\�IURP�XQDQLPLW\�WR
TXDOLILHG�PDMRULW\�DIWHU�WKH�6($�ZRXOG�H[KLELW�WKH�JUHDWHVW�LPSURYHPHQWV�LQ�GHFL�
VLRQPDNLQJ�HIILFLHQF\��K\SRWKHVLV�����6LPLODUO\��VXEVWDQWLDO�LPSURYHPHQWV�VKRXOG
DOVR�EH�DSSDUHQW�LQ�VHFWRUV�ZKHUH�WKH�/X[HPERXUJ�&RPSURPLVH�ZDV�DEDQGRQHG
��������������������������������������������������
�� 7KH�&RPPLVVLRQ� LGHQWLILHV� WD[DWLRQ�DV�RQH�VXFK�SROLF\�DUHD�KLQGHUHG�E\�XQDQLPRXV

YRWLQJ�UXOHV��7KLV�FODLP�LV�RQO\�SDUWLDOO\�FRUUHFW��DQG�KLJKO\�PLVOHDGLQJ��$V�VKRZQ�LQ
)LJXUH� �� DQG�GLVFXVVHG�EHORZ��ZKLOH� LW� LV� WUXH� WKDW� WKH� VSHHG�RI�GHFLVLRQPDNLQJ� IRU
WD[DWLRQ�GLUHFWLYHV�GLG�QRW�LPSURYH�LPPHGLDWHO\�DIWHU�WKH�6($��LQ�IDFW�LW�GHWHULRUDWHG��
E\�IDU�WKH�PRVW�VXEVWDQWLDO�JDLQV�LQ�WKLV�ILHOG�FDPH�\HDUV�EHIRUH�WKH�6($��LQ�WKH�HDUO\
����V��D�SHULRG�LQ�ZKLFK�����RI�WKH�SURSRVDOV�ZHUH�VXEMHFW�WR�XQDQLPLW\��7DEOH����
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DQG�WKHUH�ZDV�SROLWLFDO�DJUHHPHQW�WR�LQVWLJDWH�409�DV�RULJLQDOO\�SURYLGHG�IRU�LQ
WKH�WUHDW\��K\SRWKHVLV�����+RZHYHU��WKH�GDWD�GR�QRW�VXSSRUW�D�VWULFWO\�SRVLWLYH��OHW
DORQH�D�OLQHDU�UHODWLRQVKLS�EHWZHHQ�IRUPDO�409�UXOHV�DQG�GHFLVLRQPDNLQJ�VSHHG
�7DEOH� ������ (TXDOO\� WHQXRXV� LV� WKH� FRQQHFWLRQ� EHWZHHQ� VSHHG� DQG� FKDQJLQJ
&RXQFLO� QRUPV�� 'LUHFWLYHV� LQ� WKH� ILHOGV� RI� DSSUR[LPDWLRQ� DQG� WUDQVSRUW� SDVVHG
FRPSOHWHO\�RU�DOPRVW�FRPSOHWHO\�IURP�XQDQLPRXV�WR�409�YRWLQJ�UHTXLUHPHQWV�
\HW�WKHVH�WZR�VHFWRUV�ZLWQHVVHG�WKH�OHDVW�LPSURYHPHQWV�LQ�WHUPV�RI�VSHHG��ZKLOH
WKH�409�VKDGRZ�EDUHO\�DOWHUHG�IRU�DJULFXOWXUH�DQG�WD[DWLRQ�GLUHFWLYHV��\HW�WKHVH
VHFWRUV�H[SHULHQFHG�HQRUPRXV�GURSV� LQ� ODJWLPH��)RU�GLUHFWLYHV�GHDOLQJ�ZLWK� IUHH
PRYHPHQW��WKH�SRVVLELOLW\�RI�409�DFWXDOO\�GHFOLQHG��\HW�WKLV�VHFWRU�PDGH�E\�IDU
WKH�PRVW�GUDPDWLF�LPSURYHPHQW�LQ�GHFLVLRQPDNLQJ�VSHHG�

$V� VKRZQ� LQ�)LJXUH���� WKH� UHDO� LPSURYHPHQWV� LQ�GHFLVLRQPDNLQJ� VSHHG�FDPH�DW
WKH� VWDUW� RI� WKH� ����V�� EHIRUH� WKH� 6($��&RPSDUHG� WR� WKH� ����V�� SURSRVDOV�PDGH
GXULQJ�����¥�����GHDOLQJ�ZLWK�IUHH�PRYHPHQW�DQG�WD[DWLRQ�WRRN�WKUHH�\HDUV�OHVV
WR�SDVV�WKURXJK�&RXQFLO��DQG�ODUJH�LPSURYHPHQWV�ZHUH�DOVR�PDGH�LQ�WKH�DUHD�RI
DSSUR[LPDWLRQ��1RW�RQO\�GR�WKH�SRVW�6($�JDLQV�VHHP�DOPRVW�WULYLDO�E\�FRPSDUL�
VRQ��EXW� LQ�VRPH�FDVHV� WKH\�DUH�H[SRVHG�DV� LOOXVRU\�¥� WKH�GHFLVLRQPDNLQJ�VSHHG
IRU� GLUHFWLYHV� LQ� WD[DWLRQ� DFWXDOO\� GHJHQHUDWHG� LQ� WKH� ILYH� \HDUV� SULRU� WR�0DDV�
WULFKW��7KH�RQO\�FOHDU�LPSURYHPHQW�UHODWLYH�WR�WKH�VSHHGV�RI�����¥�����FDPH�LQ�DJ�
ULFXOWXUH��ZKLFK�LV�FRQVLVWHQW�ZLWK�WKH�SUHGLFWHG�HIIHFWV�RI�LQVWLWXWLRQDO�UHIRUP�WR
&RXQFLO� QRUPV� DQG� WKH� SROLWLFDO� DJUHHPHQW� WR� VXEVWLWXWH�409� IRU� WKH� SUHYLRXV
WUDGLWLRQ�RI�FRQVHQVXV�EXLOGLQJ�DQG�SRWHQWLDO�QDWLRQDO�YHWR�

%HVLGHV� LPSURYLQJ� GHFLVLRQPDNLQJ� VSHHG�� WKH� H[WHQVLRQ� RI�409� DIWHU� WKH� 6($
ZDV� GHVLJQHG� VSHFLILFDOO\� WR� §XQEORFN¨� WKH� PDVV� RI� SURSRVDOV� WKDW� ZHUH� EHLQJ
KHOG�KRVWDJH�E\� WKH�/X[HPERXUJ�&RPSURPLVH� �K\SRWKHVLV� ����*UDSKLFDOO\�� VHY�
HUDO�WKLQJV�VKRXOG�EH�HYLGHQW�DW�WKH�SRLQW�ZKHUH�D�OHJDO�DQG�SROLWLFDO�VKLIW�WR�409
RFFXUUHG��WKH�IRUPHU�FRPLQJ�LQ�������WKH�ODWWHU�SRVVLEO\�WZR�RU�WKUHH�\HDUV�HDUOLHU�
)LUVW�� WKHUH� VKRXOG� EH� D� VXGGHQ� XSZDUG� VSLNH� LQ� WKH� QXPEHU� RI� &RXQFLO� DGRS�
WLRQV��DQG� WKLV�EXOJH� LQ�DFWLYLW\� VKRXOG� VXEVLGH� LQ�D� IHZ�\HDUV�RQFH� WKH�&RXQFLO
GLVSRVHV�RI�WKH�GLIILFXOW�FDVHV�OHIW�RYHU�IURP�WKH�����V�DQG�����V��6HFRQG��IRU�WKH
VDPH�UHDVRQV��OHJLVODWLYH�EDFNORJ�VKRXOG�GHFOLQH�GUDPDWLFDOO\�DIWHU�������RU�HYHQ
HDUOLHU���7KLUG��D�VLPLODU�VSLNH�VKRXOG�DSSHDU�RQ�WKH�JUDSK�RI�EDFNZDUG�WLPHODJV
�WKH�DYHUDJH�OHQJWK�RI�WLPH�WKH�&RXQFLO�KDV�VSHQW�GHOLEHUDWLQJ�OHJLVODWLRQ��EHFDXVH
WKH�IXOO�HIIHFWV�RI�D�VXGGHQ�SDVVDJH�RI�PDQ\�ROG�SURSRVDOV�ZRXOG�EH�UHIOHFWHG�LQ
WKH� \HDUV� LPPHGLDWHO\� IROORZLQJ� WKH� 6($�� DQG� EDFNZDUG� WLPHODJV� VKRXOG� GURS
VKDUSO\�WKHUHDIWHU�

��������������������������������������������������
�� &DOFXODWLRQV� LQ� 7DEOH� �� DUH� EDVHG� RQ� DGRSWHG� OHJLVODWLRQ� RQO\��ZKLFK� VXEVWDQWLDOO\

RYHUHVWLPDWHV� WKH� SRVLWLYH� HIIHFWV� RI�409� RQ� GHFLVLRQPDNLQJ� VSHHG� DIWHU� WKH� 6($
�EHFDXVH�PDQ\�UHFHQW�SURSRVDOV�DUH�VWLOO�SHQGLQJ��
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,Q�IDFW�WKH�GDWD�UHYHDO�WKDW�VRPH�RI�WKHVH�HIIHFWV�GLG�QRW�RFFXU��DQG�WKDW�WKHLU�WLP�
LQJ�GLIIHUHG� IURP�H[SHFWDWLRQV��)LJXUHV���DQG��� VKRZ� WKDW� WKH�QXPEHU�RI�'LUHF�
WLYHV� DGRSWHG� E\� WKH� &RXQFLO� GLG� ULVH� VXGGHQO\� LQ� WKH� SHULRG� ����¥����� UDWKHU
WKDQ� LQ�����¥������FRQVLVWHQW�ZLWK�GH�%DVVRPSLHUHªV�FODLP�WKDW�409�ZDV�EHLQJ
ZLGHO\�XVHG�HYHQ�SULRU�WR�WKH�IRUPDO�OHJDO�FKDQJHV�LQWURGXFHG�E\�WKH�6($����EXW
WKDW� WKLV� UHODWLYHO\�KLJK�&RXQFLO� DGRSWLRQ� UDWH�DFKLHYHG�RQO\�D� WULYLDO�GHFOLQH� LQ
OHJLVODWLYH�EDFNORJ��DQG�WKDW�EDFNORJ�FRQWLQXHG�WR�DFFXPXODWH�UDSLGO\�HYHU�VLQFH
�H[FHSW� LQ� �������0RUHRYHU�� EDFNZDUG� WLPHODJV� VXUJHG� LQ� ����¥����� �)LJXUH� ���
VXJJHVWLQJ�WKDW�LW�ZDV�DFWXDOO\�GXULQJ�WKHVH�WKUHH�\HDUV�WKDW�WKH�&RXQFLO�UHDFKHG
DJUHHPHQW�RQ�D�ODUJH�QXPEHU�RI�ROG�DQG�§GLIILFXOW¨�SURSRVDOV��EXW�&RXQFLO�RXWSXW
UHPDLQHG�VWDEOH�IRU�PRVW�RI�WKLV�WLPH��ZKLFK�EHOLHV�WKH�VXSSRVLWLRQ�WKDW�DJUHHPHQW
FDPH� DV� D� UHVXOW� RI� D� SROLWLFDO� VKLIW� WRZDUGV� JUHDWHU�409�� ,Q� VKRUW�� WKH� YDULRXV
ORXUGHXU�YDULDEOHV�SURYLGH�QR�LQGLFDWLRQ�WKDW�WKH�OHJDO�PRGLILFDWLRQV�LQWURGXFHG
E\� WKH�6($�PDUNHG� WKH�SRLQW� DW�ZKLFK�&RXQFLO�GHFLVLRQPDNLQJ�G\QDPLFV�ZHUH
WUDQVIRUPHG�LQ�D�PDQQHU�FRQVLVWHQW�ZLWK�SHUYDVLYH�409��RU�WKDW�WKH�VKDGRZ�RI
WKH� YRWH� IDFLOLWDWHG� DGRSWLRQ� RI� WKH� QXPHURXV� SURSRVDOV� SUHYLRXVO\� EORFNHG� E\
WKH� /X[HPERXUJ� &RPSURPLVH�� (TXDOO\� LPSRUWDQW�� WKH� GDWD� DOVR� EHOLH� WKH� YLHZ
WKDW� WKLV� VKLIW�� DQG� LWV� DWWHQGDQW� FRQVHTXHQFHV� IRU� HIILFLHQF\�� WRRN� SODFH� LQ� WKH
\HDUV�LPPHGLDWHO\�SUHFHGLQJ�WKH�6($�

��� 3HQGLQJ�/HJLVODWLRQ

,I�WKH�SUHGRPLQDQW�YLHZ�LV�FRUUHFW��WKDW�WKH�6($�H[WHQGHG�WKH�VKDGRZ�RI�WKH�YRWH
DQG�WKDW�WKLV�GUDPDWLFDOO\�LPSURYHG�(&�GHFLVLRQPDNLQJ�HIILFLHQF\��WKHQ�WKH�OHJ�
LVODWLYH�SURSRVDOV�VWLOO�SHQGLQJ�DV�RI������VKRXOG�H[KLELW�SUHGLFWDEOH�FKDUDFWHULV�
WLFV��K\SRWKHVLV�����3HQGLQJ�OHJLVODWLRQ�VKRXOG�EH�UHODWLYHO\�QHZ��EHFDXVH��ERWK�E\
GLVVROYLQJ� WKH�/X[HPERXUJ�&RPSURPLVH�DQG�E\�VKLIWLQJ�SURSRVDOV� IURP�XQDQL�
PRXV�YRWLQJ�SURFHGXUHV�WR�409��WKH�6($�XQEORFNHG�WKH�PDVV�RI�SURSRVDOV�SUH�
YLRXVO\�WUDSSHG�E\�QDWLRQDO�YHWRHV��7KHUH�VKRXOG�DOVR�EH�D�YDQLVKLQJO\�VPDOO�SUR�
SRUWLRQ�RI�SURSRVDOV�RULJLQDOO\�PDGH�ERWK�SULRU�WR������DQG�XQGHU�409�

$V�VKRZQ�E\�7DEOH���DQG�)LJXUH����DQ�DQDO\VLV�RI�SHQGLQJ�OHJLVODWLRQ�UHYHDOV�WKDW
H[WHQGLQJ�WKH�VKDGRZ�RI�WKH�YRWH�LQ�������RU�HDUOLHU��KDG�D�GHFLGHGO\�PL[HG�LP�
SDFW�RQ�GHFLVLRQPDNLQJ�HIILFLHQF\��6XUSULVLQJO\��SHQGLQJ�SURSRVDOV�DUH�QRW�QHDUO\
DV� QHZ� DV� H[SHFWHG� ¥� D� TXDUWHU� RI� WKHP�RULJLQDWHG�SULRU� WR� WKH� 6($� �H[FOXGLQJ

��������������������������������������������������
�� 7KDW�EDFNZDUG� ODJV� VWDUWHG� WR� FOLPE� LQ� ����� DQG�SHDNHG� LQ� ����� FRQWUDGLFWV�(KOHU�

PDQQªV�UHFROOHFWLRQ�WKDW�§WKH�ILUVW�VLJQ�WKDW�WKH�QHJRWLDWLRQV�RQ�WKH�6($�KDG�UHPRYHG
WKH� WDERR� VXUURXQGLQJ� WKH� YRWLQJ� SUREOHP¨� FDPH� LQ� 'HFHPEHU� ����� �(KOHUPDQQ
������������
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����� UDLVHV� WKLV� SURSRUWLRQ� WR� RQH�WKLUG��� ,I� DOO� ZHUH� WR� EH� VXGGHQO\� DGRSWHG�
ZKLFK�E\�GHILQLWLRQ�FRQVLGHUDEO\�RYHUHVWLPDWHV� WKH�GHFLVLRQPDNLQJ�VSHHG��QRQH
ZRXOG� KDYH� EHHQ� SDVVHG� LQ� XQGHU� D� \HDU�� DQG� WKHLU� DYHUDJH� EDFNZDUG� ODJWLPH
ZRXOG�VWLOO�EH�����\HDUV��7KLV�VXJJHVWV�WKDW�D�VXEVWDQWLDO�QXPEHU�RI�§KDUG�FDVHV¨
KDYH�OLQJHUHG�RQ�HYHQ�DIWHU�WKH�6($��ZLWK�LWV�PRUH�SHUYDVLYH�PDMRULW\�YRWLQJ�DQG
§QHZ�DSSURDFK¨�WR�KDUPRQLVDWLRQ��$OWKRXJK�WKH�&RPPLVVLRQ�LGHQWLILHG�WD[DWLRQ
DV� DQ� DUHD� ZKHUH� D� SDUWLFXODUO\� ODUJH� OHJLVODWLYH� EDFNORJ� KDG� DFFXPXODWHG� �(&
����������WKH�ILJXUHV�IRU�'LUHFWLYHV�VXJJHVW�RWKHUZLVH�¥�DV�RI�������PXFK�PRUH�WKDQ
WD[DWLRQ�� LW� ZDV� LQ� WKH� VHFWRUV� RI� WUDQVSRUW�� DSSUR[LPDWLRQ� DQG� IUHH� PRYHPHQW
ZKHUH� RQH� IRXQG� WKH� SUHSRQGHUDQFH� RI� YHU\� ROG� SURSRVDOV� �DV�ZHOO� DV� WKH� SUH�
SRQGHUDQFH�RI�QHZ�SURSRVDOV���:KLOH�VHULRXV�GHOD\V�FOHDUO\�UHPDLQ��WKH�GDWD�GRHV
UHDIILUP�WKDW�SURSRVDOV�VXEMHFW�WR�409�WHQG�WR�SURFHHG�IDVWHU�WKURXJK�WKH�&RXQ�
FLO� WKDQ� WKRVH� XQGHU� XQDQLPLW\�� DV� WKH� ODWWHU�� LI� VXGGHQO\� DGRSWHG��ZRXOG� KDYH
WZLFH�WKH�DYHUDJH�EDFNZDUG�ODJWLPH������\HDUV�IRU�409����\HDUV�IRU�XQDQLPLW\��

6R� SHQGLQJ� OHJLVODWLRQ� LV� TXLWH� ROG�� EXW� GRHV� LW� FRQWDLQ� D� VLJQLILFDQW� QXPEHU� RI
SURSRVDOV�ZKLFK�VKRXOG�KDYH�EHHQ�XQEORFNHG�E\�WKH�6($ªV�H[WHQVLRQ�RI�PDMRULW\
YRWLQJ"��� 6XFK�SURSRVDOV� IDOO� LQWR� WZR� VHSDUDWH� JURXSV� ¥� WKRVH� RULJLQDOO\�PDGH
XQGHU�409�EXW�XQWLO������KHOG�XS�E\�WKH�/X[HPERXUJ�&RPSURPLVH��DQG�WKRVH
VKLIWHG�XQGHU�409��WKXV�DSSHDULQJ� LQ� WKH�GDWDVHW�DV�XQDQLPRXV�DQG�SUH�6($��
$V�VKRZQ�LQ�7DEOH����RQO\����RI�SHQGLQJ�SURSRVDOV�IDOO�LQWR�WKH�IRUPHU�FDWHJRU\�
HYLGHQFH�ZKLFK� DSSHDUV� WR� VXSSRUW� WKH� HIILFDF\� RI� WKH� 6($��+RZHYHU�� WKH� FRQ�
WLQXLQJ�SUHVHQFH�RI�H[WUHPHO\�ROG�SURSRVDOV�ZKLFK�FRXOG�KDYH�EHHQ�DGRSWHG�E\
PDMRULW\�YRWH�LV�DFWXDOO\�RQO\�UHOHYDQW�LQ�SROLF\�VHFWRUV�ZKHUH�WKH�VKDGRZ�RI�WKH
YRWH�SOD\HG�D� UROH�EHIRUH�������7D[�SURYLVLRQV�DQG�DSSUR[LPDWLRQ�� IRU� LQVWDQFH�
ZHUH�DOPRVW�H[FOXVLYHO\�D�PDWWHU�RI�XQDQLPRXV�YRWLQJ�XQWLO�������ZKLFK�H[SODLQV
WKH�]HURV�LQ�WKH�IRXUWK�FROXPQ�RI�7DEOH����'XULQJ�WKHVH�\HDUV�WKH�VKDGRZ�RI�WKH
YRWH� IHOO� SUHGRPLQDQWO\� RQ� SURSRVDOV� LQ� DJULFXOWXUH�� IUHH�PRYHPHQW� DQG� WUDQV�
SRUW��DQG�WKH�YLUWXDO�DEVHQFH�RI�SHQGLQJ�OHJLVODWLRQ�LQ�WZR�RI�WKHVH�DUHDV�E\�����
VXJJHVWV�WKDW�WKH�HURVLRQ�RI�WKH�/X[HPERXUJ�&RPSURPLVH�PLJKW�KDYH�IDFLOLWDWHG
DGRSWLRQ�RI�VRPH�GLIILFXOW�FDVHV�DIWHU�WKH�6($��7KLV�XQEORFNLQJ�HIIHFW�DSSHDUV�QRW
WR� DSSO\� LQ� WUDQVSRUW�� KRZHYHU�� ZKHUH� IRXU� RI� WKH� WKLUWHHQ� SHQGLQJ� SURSRVDOV
RULJLQDWHG�XQGHU�409�SULRU�WR�WKH�6($�

7KH�6($�VKRXOG�DOVR�KDYH�XQEORFNHG�D�QXPEHU�SURSRVDOV�E\�DOORZLQJ�WKH�&RP�
PLVVLRQ� WR� VKLIW� WKHLU� OHJDO� EDVLV� IURP� XQDQLPRXV� WR� PDMRULW\� YRWLQJ�� 7KH� WZR
SULPDU\�DUHDV�ZKHUH�WKLV�FRXOG�KDYH�RFFXUUHG�DUH�(&�ODZV�GHDOLQJ�ZLWK�DSSUR[L�

��������������������������������������������������
�� 2I�DOO�WKH�SURSRVHG�GLUHFWLYHV�VWLOO�XQDGRSWHG�DW�WKH�HQG�RI�����������ZHUH�RULJLQDOO\

PDGH�XQGHU�409��$W�ILUVW�VLJKW�WKLV�DSSHDUV�WURXEOLQJ��EXW�E\�LWVHOI�WKLV�ILJXUH�LV�QRW
VXUSULVLQJ�EHFDXVH�LW�UHIOHFWV�WKH�IDFW�WKDW�WKH�409�VKDGRZ�HQFRPSDVVHG���¥����RI
DOO�QHZ�SURSRVDOV�DIWHU������
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PDWLRQ� �D� VKLIW� IURP�$UWLFOH� ���� WR�$UWLFOH� ���$��� DQG� WUDQVSRUW� �VXEVWLWXWLRQ� RI
409�IRU�XQDQLPLW\�LQ�$UWLFOH������7KXV��ZKHQ�DVVHVVLQJ�WKH�HIIHFWLYHQHVV�RI�WKH
6($�RQ�WKHVH�VHFWRUV�� WKH�UHOHYDQW� LQGLFDWRU� LV�QRW�D�VPDOO�QXPEHU�RI�409�SUR�
SRVDOV�OHIW�RYHU�IURP�WKH�SUH�6($�SHULRG��ZH�NQRZ�IURP�7DEOH���WKDW�WKHUH�FRXOG
EH� DOPRVW� QRQH��� EXW� VLPSO\� WKH� QXPEHU� RI� SUH�6($� SURSRVDOV� ZKLFK� DUH� VWLOO
SHQGLQJ� \HDUV� DIWHU� WKH\�PLJKW� KDYH� EHHQ� UHFODVVLILHG� XQGHU� QHZ� WUHDW\� SURYL�
VLRQV��7KH�GDWD�WHQG�WR�VKRZ�D�SUHSRQGHUDQFH�RI�VXFK�FDVHV�¥�RI�DOO�WKH�SUH�6($
SURSRVDOV�VWLOO�XQDGRSWHG�E\������� WKRVH�GHDOLQJ�ZLWK�WUDQVSRUW�DQG�DSSUR[LPD�
WLRQ� FRPSULVH� ����� $SSUR[LPDWLRQ� E\� LWVHOI� DFFRXQWV� IRU� ���� RI� WKH� EDFNORJ�
ZKLFK� LQGLFDWHV� WKDW� D� ODUJH� QXPEHU� RI� SURSRVDOV� LQ� WKLV� SROLF\� VHFWRU� GLG� QRW
EHQHILW�IURP�WKH�QHZ�OHJDO�SURYLVLRQV�LQWURGXFHG�E\�WKH�6($��RU�LWV�FRPPLWPHQW
WR�D�§QHZ�DSSURDFK¨�� ,Q�ZKDW�PDQ\�PLJKW�DUJXH� LV� WKH�PRVW� LPSRUWDQW� DUHD�RI
&RPPXQLW\�OHJLVODWLRQ��H[WHQGLQJ�WKH�VKDGRZ�RI�WKH�YRWH�KDG�RQO\�PRGHVW�HIIHFWV
RQ�WKLV�DVSHFW�RI�GHFLVLRQPDNLQJ�HIILFLHQF\��HYHQ�D�GHFDGH�DIWHU�WKH�6($��$QG�LQ
FRQMXQFWLRQ�ZLWK�WKH�DQDO\VLV�RI�EDFNZDUG�WLPH�ODJV�DQG�&RXQFLO�RXWSXW��K\SRWK�
HVLV� �� GLVFXVVHG� DERYH��� WKLV� ILQGLQJ� SURYLGHV� DGGLWLRQDO� HYLGHQFH� DJDLQVW� WKH
ZLGHVSUHDG�EHOLHI�WKDW�WKH�6($�§XQEORFNHG¨�D�YDVW�DUUD\�RI�OHJLVODWLRQ�SUHYLRXVO\
KHOG�KRVWDJH�E\�QDWLRQDO�YHWRHV�

$�PRUH� FRQYLQFLQJ� FDVH� FDQ� EH�PDGH� WKDW� WKH� LQWURGXFWLRQ� RI� WKH�:KLWH� 3DSHU
VLPSO\� GLVSODFHG� D� ODUJH� QXPEHU� RI� RWKHU� SURSRVDOV� LQWR� WKH� &RXQFLOªV� DOUHDG\
VXEVWDQWLDO�OHJLVODWLYH�EDFNORJ��)LUVW�RI�DOO��WKH�SDFH�DW�ZKLFK�WKH�&RXQFLO�GLVSRVHG
RI�WKH�:KLWH�3DSHUªV�����SURSRVDOV�ZDV�QRW�H[DFWO\�IXULRXV��DV�����ZHUH�VWLOO�QRW
DGRSWHG�DV�RI�PLG�������(&�����������7KH�SURWUDFWHG�QHJRWLDWLRQ�RYHU�WKLV�EDWFK�RI
OHJLVODWLRQ�KHOSV�H[SODLQ�ZK\� WKH� IRUZDUG� ODJV� URVH� UDWKHU� WKDQ� IHOO� LQ� WKH�\HDUV
LPPHGLDWHO\�IROORZLQJ�WKH�6($��:KLOH�PRVW�RI�WKH�UHPDLQLQJ�����SURSRVDOV�ZHUH
HYHQWXDOO\�DGRSWHG�DW�RU�DURXQG�WKH�WLPH�RI�WKH�0DDVWULFKW�7UHDW\��WKH�SDVVDJH�RI
WKH� ����� 3URJUDPPH� OHIW� D� FOHDU� LQVWLWXWLRQDO� ZDNH�� 7DEOH� �� VKRZV� WKDW� DV� WKH
&RXQFLO�ZDV� ILQDOO\�FRPLQJ�WR�JULSV�ZLWK� WKH�:KLWH�3DSHU� LQ�����¥������ LQVXIIL�
FLHQW�DWWHQWLRQ�RU�DJHQGD�VSDFH�ZDV�OHIW�RYHU�WR�GHDO�ZLWK�SUH�6($�SURSRVDOV��DQG
WKH�QXPEHU�DGRSWHG� IHOO�SUHFLSLWRXVO\��2QO\� ILYH�KDYH�EHHQ�DGRSWHG�VLQFH������
DQG�WKH�UHPDLQLQJ����DSSHDU�DV�SHQGLQJ�LQ�)LJXUH����VRPH�RI�WKHVH�FRXOG�DOVR�EH
WKH�ILQDO�UHPDLQV�RI�WKH������3URJUDPPH�����7KH�HQRUPRXV�EDFNORJ�RI�SURSRVDOV
PDGH� GXULQJ� WKH� SHULRG� ����������ZKLFK�ZDV� VWLOO� OLQJHULQJ� DV� RI� ����� IXUWKHU
VXJJHVWV� WKDW� WKH�:KLWH� 3DSHU� DOVR� GLVSODFHG� OHJLVODWLRQ� IURP� WKH� SRVW�6($�SH�
ULRG��$W�WKH�YHU\�OHDVW�KDOI�RI�WKHVH�QLQHW\�SURSRVDOV�FRXOG�QRW�SRVVLEO\�EH�DVVRFL�
DWHG�ZLWK� WKH�:KLWH� 3DSHU� EHFDXVH� RQO\� ���� RI� LWV� ���� LWHPV� RULJLQDWHG� LQ� WKH
SRVW�6($�\HDUV�

��������������������������������������������������
�� 2I� WKH�QLQH�SURSRVDOV� IURP������ZKLFK�ZHUH�VWLOO�SHQGLQJ�DV�RI���������ZHUH�PDGH

SULRU�WR�WKH�6($��ZKLFK�FDPH�LQWR�HIIHFW�RQ����-XQH������



�� 03,I*�'LVFXVVLRQ�3DSHU�����

��� 0HFKDQLFDO�/RXUGHXU�DIWHU�0DDVWULFKW

,W� LV� JHQHUDOO\� EHOLHYHG� WKDW� GHEDWH� VXUURXQGLQJ� WKH� DGRSWLRQ� RI� WKH�0DDVWULFKW
7UHDW\��SDUWLFXODUO\�WKH�LQWURGXFWLRQ�RI�WKH�VXEVLGLDULW\�SULQFLSOH�DQG�IXUWKHU�H[�
WHQVLRQ� RI� 409�� XVKHUHG� LQ� D� SHULRG� RI� OHJLVODWLYH� UHVWUDLQW� RQ� WKH� SDUW� RI� WKH
&RPPLVVLRQ�DQG�UHGXFHG�GHDGORFN�LQ�WKH�&RXQFLO��7KLV�FRXOG�LPSURYH�HIILFLHQF\
DQG� UHGXFH�PHFKDQLFDO� ORXUGHXU�DVVRFLDWHG�ZLWK� OHJLVODWLYH�EDFNORJ� �K\SRWKHVLV
�����:KLOH�RQO\� WZR�\HDUV�RI�GDWD�DUH�DYDLODEOH�� WKHVH�VXJJHVW�D�VRPHZKDW� WURX�
EOLQJ� WUDMHFWRU\��'HFLVLRQPDNLQJ� ODJWLPH� URVH� E\� ��� DQG� OHJLVODWLYH� EDFNORJ� UH�
PDLQHG� VWDEOH� IURP� ����¥������ GHVSLWH� WKH� IDFW� WKDW� WKH� &RPPLVVLRQªV� LQSXW� RI
QHZ�SURSRVHG�GLUHFWLYHV�IHOO�E\������7KH�PDLQ�UHDVRQ�IRU�WKH�VWXEERUQ�EDFNORJ�LV
WKDW�WKH�&RXQFLOªV�SRVW�0DDVWULFKW�DGRSWLRQ�UDWH�SOXPPHWHG�E\�DOPRVW�KDOI�

��� ,QWHUDFWLRQ�$PRQJVW�(IILFLHQF\�,QGLFDWRUV

7KH�LQWHUDFWLRQ�DPRQJVW�HIILFLHQF\�LQGLFDWRUV� LV�HQWLUHO\�GLIIHUHQW�IURP�ZKDW�RQH
PLJKW� H[SHFW�� ,QVWHDG�RI� H[HUWLQJ�GRZQZDUG�SUHVVXUH�RQ� VSHHG�� EDFNORJ�YDULHG
LQYHUVHO\�ZLWK�GHFLVLRQPDNLQJ�WLPH�¥�IURP������RQZDUGV�VSHHG�IHOO�ZKLOH�EDFN�
ORJ�FRQWLQXHG�WR�PRXQW��:KLOH�WKHUH�LV�VRPH�LQGLFDWLRQ�WKDW�WKH�JURZLQJ�EDFNORJ
GLG�GDPSHQ� WKH�&RPPLVVLRQªV� HQWKXVLDVP� IRU�QHZ�SURSRVDOV�� DV�\HDUO\� OHJLVOD�
WLYH�LQSXW�SHDNHG�LQ������DQG�UHPDLQHG�EHWZHHQ����DQG����SURSRVDOV�HYHU�VLQFH�
WKH�UHODWLRQVKLS�EHWZHHQ�WKHVH�WZR�LQGLFDWRUV�LV�FOHDUO\�QRW�LQYHUVH��7KHUH�DSSHDU
WR�EH�QR�XSSHU�ERXQGV�RQ�EDFNORJ��QRU�GRHV�EDFNORJ�F\FOH�LQ�UHODWLRQ�WR�&RPPLV�
VLRQ�LQSXW��7KLV�ZRXOG�VXJJHVW�WKDW�WKH�&RPPLVVLRQ�GLYHUWV�PLQLPDO�DWWHQWLRQ�WR
SHQGLQJ� SURSRVDOV� DQG� GRHV� QRW� DYRLG� §SLOLQJ� RQ¨� QHZ� SURSRVDOV� DV� EDFNORJ
JURZV����6LPLODUO\��WKH�VWHDG\�LPSURYHPHQW�LQ�GHFLVLRQPDNLQJ�VSHHG�LQ�WKH�IDFH
RI�JURZLQJ�EDFNORJ� LQGLFDWHV� WKDW�SHQGLQJ�SURSRVDOV�GR�QRW�DFWXDOO\�FRQVXPH�D
VLJQLILFDQW�SRUWLRQ�RI�WKH�&RXQFLOªV�DJHQGD�WLPH��5DWKHU��WKH�ILJXUHV�DUH�FRQVLVWHQW
ZLWK�D�GLIIHUHQW�G\QDPLF��ZKHUHE\�OHVV�DQG�OHVV�WLPH�LV�GHYRWHG�WR�SHQGLQJ�SUR�
SRVDOV�ZKLFK�DW�D�FHUWDLQ�SRLQW�GLVDSSHDU�IURP�WKH�&RXQFLOªV�§UDGDU¨��7KLV�ZRXOG
DOVR�SDUWO\�H[SODLQ�WKH�DFFXPXODWLQJ�EDFNORJ�DQG�WKH�SUHVHQFH�RI�D�ODUJH�QXPEHU
RI�SURSRVDOV�SHQGLQJ�IURP�WKH�SUH�6($�SHULRG�¥�LQVWHDG�RI�FRQVWLWXWLQJ�D�PDVV�RI
GLIILFXOW�FDVHV�VXEMHFW�WR�GUDPDWLFDOO\�SURORQJHG�&RXQFLO�QHJRWLDWLRQV��SDUW�RI�WKH
EDFNORJ�DQG�DW�OHDVW�VRPH�RI�WKH�ROG�SURSRVDOV�PLJKW�EH�VLPSO\�SROLWLFDOO\�GHDG�

��������������������������������������������������
�� 7KLV�IDFW�SUREDEO\�UHIOHFWV�WKH�LQFHQWLYH�VWUXFWXUH�RI�WKH�KLJKO\�IUDJPHQWHG�&RPPLV�

VLRQ� EXUHDXFUDF\�� ZKHUHE\� HDFK� LQGLYLGXDO� 'LUHFWRUDWH� *HQHUDO� KDV� DQ� LQWHUHVW� LQ
JHQHUDWLQJ�QXPHURXV�SURSRVDOV�DQG�PD[LPLVLQJ�LWV�RZQ�LQIOXHQFH�LQ�RQJRLQJ�LQWUD�
&RPPLVVLRQ�§WXUI¨�EDWWOHV��3HWHUV�������0DMRQH�������5RVV�������&UDP�������
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� 5HJUHVVLRQ�$QDO\VLV

7KH� DQDO\VLV� WKXV� IDU� KDV� EHHQ� EDVHG� RQ� GHVFULSWLYH� VWDWLVWLFV�� DQG� UHYHDOV� WKH
FRPSOLFDWHG� LQWHUDFWLRQ� DPRQJVW� WKH� YDULRXV� PHDVXUHV� RI� (&� PHFKDQLFDO� GHFL�
VLRQPDNLQJ� HIILFLHQF\�� ,W� DOVR� GHPRQVWUDWHV� WKH� OLPLWDWLRQV� RI� XVLQJ� VLPSOH� GH�
VFULSWLRQ� DQG� WZR�GLPHQVLRQDO� JUDSKV� WR� GLVFHUQ� FDXVDO� UHODWLRQVKLSV� EHWZHHQ
FKDQJHV� LQ� YRWLQJ� UXOHV�� OHJLVODWLYH� YROXPH�� EDFNORJ�� VSHHG� DQG� SROLF\� DUHD� DV
PDQ\� RI� WKHVH� YDULDEOHV� FKDQJH� VLPXOWDQHRXVO\� HYHU\� \HDU�� 8QGHU� VXFK� FRQGL�
WLRQV��WKH�RQO\�ZD\�WR�WHVW�ZKHWKHU�LQVWLWXWLRQDO�UHIRUP�DQG�WKH�VKDGRZ�RI�TXDOL�
ILHG�PDMRULW\�YRWLQJ�KDV�LQIOXHQFHG�PHFKDQLFDO�ORXUGHXU�LV�WR�FRQWURO�IRU�VLPXOWD�
QHRXV�YDULDWLRQV�WKURXJK�D�PXOWLSOH�UHJUHVVLRQ�DQDO\VLV��7KLV�VHFWLRQ�XVHV�UHJUHV�
VLRQ�WR�H[SORUH�WKH�GHWHUPLQDQWV�RI�RQH�RI�WKH�PRVW�IXQGDPHQWDO�DVSHFWV�RI�GHFL�
VLRQPDNLQJ�HIILFLHQF\�¥�&RXQFLO�GHFLVLRQPDNLQJ�VSHHG�

7KH�PRGHO� SUHVHQWHG� KHUH� SUHVXPHV� WKDW� WKH� GHSHQGHQW� YDULDEOH�� WKH� VSHHG� DW
ZKLFK�DQ\�LQGLYLGXDO�SURSRVHG�'LUHFWLYH�ZLOO�EH�DGRSWHG��GHSHQGV�RQ�ILYH�PDLQ
IDFWRUV�� WKH� QXPEHU� RI� QHZ�&RPPLVVLRQ� SURSRVDOV�PDGH� LQ� WKH� VDPH� \HDU�� WKH
YRWLQJ�SURFHGXUH�XQGHU�ZKLFK� WKH�SURSRVDO� IDOOV�� WKH� OHJLVODWLYH�EDFNORJ�FDUULHG
RYHU�IURP�WKH�SUHYLRXV�\HDU��ZKHWKHU�WKH�SURSRVDO�ZDV�PDGH�DIWHU�WKH�6($��DQG
WKH�SROLF\�DUHD�LQ�ZKLFK�WKH�SURSRVDO�LV�PDGH����7KH�PRGHO�DOVR�LQFOXGHV�D�ODUJH
QXPEHU� RI� GXPP\� DQG� LQWHUDFWLYH� YDULDEOHV� GHVLJQHG� WR� UHILQH� WKH� DQDO\VLV� E\
GHWHFWLQJ�YDULDWLRQ�LQ�VSHHG�ZLWKLQ�VXEVHWV�RI�WKH�GDWD�

7KH�SUHGLFWHG�HIIHFWV�RI�HDFK�LQGHSHQGHQW�YDULDEOH�RQ�GHFLVLRQPDNLQJ�VSHHG�DUH
LQGLFDWHG�LQ�7DEOH���DV�SRVLWLYH������QHJDWLYH��¥��RU�QHXWUDO������DQG�FORVHO\�IROORZ
WKH�ORJLF�XQGHUO\LQJ�WKH����K\SRWKHVHV�SUHVHQWHG�HDUOLHU��IRU�DQ\�JLYHQ�SURSRVDO�
LQFUHDVHV� LQ� WKH� WRWDO� QXPEHU� RI�&RPPLVVLRQ� SURSRVDOV�PDGH� LQ� WKH� VDPH� \HDU
�352326$/6�� DQG� WKH� SUHVHQFH� RI� ODVW� \HDUªV� UHPDLQLQJ� OHJLVODWLYH� EDFNORJ
�%$&./2*��VKRXOG�UHVXOW�LQ�ORQJHU�IRUZDUG�ODJWLPH��ODJWLPH�VKRXOG�GHFUHDVH�IRU
SURSRVDOV� VXEMHFW� WR� TXDOLILHG� PDMRULW\� YRWLQJ� DIWHU� WKH� 6($� �40932676($�
ZKHQ�WKH�VKDGRZ�RI�YRWLQJ�ZDV�H[WHQGHG�DQG�WKH�/X[HPERXUJ�&RPSURPLVH�GLV�
VROYHG��DQG�IRU�SROLF\�VHFWRUV�ZKHUH�DIWHU�WKH�6($��6(&72532676($��QHZ�OHJDO
EDVHV�ZHUH�LQWURGXFHG��WUDQVSRUW��DSSUR[LPDWLRQ��DQG��DJDLQ��ZKHUH�WKH�/X[HP�
ERXUJ�&RPSURPLVH�ZDV�DEDQGRQHG��DJULFXOWXUH��IUHH�PRYHPHQW��

��������������������������������������������������
�� 7KH�DQDO\VLV�GRHV�QRW�GLIIHUHQWLDWH�EHWZHHQ� WKH�HIIHFWV�RI� WKH�6($�DQG� WKRVH�RI� WKH

0DDVWULFKW� WUHDW\��ZKLFK� IXUWKHU� HQKDQFHG� WKH� VFRSH� RI�409��$� FOHDUHU� SLFWXUH� RI
WKHVH�HIIHFWV�ZLOO�RQO\�HPHUJH�DV�DGGLWLRQDO�GDWD� IRU�SURSRVDOV�PDGH�VLQFH������EH�
FRPHV�DYDLODEOH��EXW�DV�QRWHG�DERYH�WKH�LQLWLDO�LQGLFDWLRQV�DUH�QRW�RI�LPSURYLQJ�HIIL�
FLHQF\�
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$W� WKH� VDPH� WLPH�� PDQ\� RI� WKH� YDULDEOHV� ZRXOG� QRW� EH� H[SHFWHG� WR� LQIOXHQFH
VSHHG�� SURSRVDOV� VXEMHFW� WR�409� SULRU� WR� WKH� 6($� �409�� VKRXOG�PRYH� DW� WKH
VDPH�VSHHG�DV�WKRVH�XQGHU�XQDQLPLW\�EHFDXVH�RI�WKH�/X[HPERXUJ�&RPSURPLVH�
SURSRVDOV�PDGH�DIWHU�WKH�6($�EXW�XQGHU�XQDQLPRXV�YRWLQJ�UXOHV�VKRXOG�QRW�H[�
SHULHQFH� VKRUWHU� ODJWLPHV� �32676($�� XQOHVV� WKH\� DUH� VRPHKRZ� YLFDULRXVO\� DI�
IHFWHG�E\�WKH�SHQXPEUD�UDWKHU�WKDQ�WKH�VKDGRZ�RI�WKH�YRWH��DOO�SURSRVDOV�XQGHU
409�VKRXOG�HQMR\�VKRUWHU�ODJWLPHV��ZLWK�QR�SDUWLFXODU�H[SHGLHQF\�IURP�PDMRULW\
YRWLQJ� LQ� LQGLYLGXDO� SROLF\� VHFWRUV� �4096(&725��� 6LPLODUO\�� SULRU� WR� WKH� 6($�
GXULQJ�WKH�VXSSRVHG�SHULRG�RI�(XURVFOHURVLV��SURSRVDOV�LQ�DOO�SROLF\�DUHDV�VKRXOG
KDYH� SURFHHGHG� VORZO\�� ZLWK� QR� SDUWLFXODU� GHOD\V� RU� H[SHGLHQF\� LQ� LQGLYLGXDO
VHFWRUV� �6(&725��� )LQDOO\�� EDFNORJ� VKRXOG� H[HUW� D� JHQHUDO� QHJDWLYH� HIIHFW� RQ
VSHHG�EXW�VKRXOG�QRW�YDU\�DFURVV�SROLF\�VHFWRUV��%$&./2*6(&725���DQG�WKH�HI�
IHFW� VKRXOG� EH� HYLGHQW� UHJDUGOHVV� RI� ZKHWKHU� D� SURSRVDO� LV� VXEMHFW� WR� 409� RU
XQDQLPLW\� �409%$&./2*��� RU� ZKHWKHU� LW� ZDV� PDGH� DIWHU� WKH� 6($
�%$&./2*32676($��

7KH�JHQHUDO�IRUP�RI�WKH�HVWLPDWHG�HTXDWLRQ�ZDV�DV�IROORZV�

)RUZDUG�ODJWLPH� �D���E�352326$/6���E�409���E�%$&./2*W����
E�32676($���E�409•%$&./2*W�����E�409•32676($��
E�32676($•%$&./2*�W�����∑�EL6(&725L����∑�EL409•6(&725L����∑
�EL%$&./2*�W��•6(&725L����∑��EL32676($•6(&725L����H

7KH�§D¨�LV�WKH�LQWHUFHSW��WKH�§E¨�FRHIILFLHQWV�DUH�WKH�SDUDPHWHU�HVWLPDWHV��DQG�HDFK
RI� WKH� IRXU� SROLF\� VHFWRUV� ¥� DSSUR[LPDWLRQ�� IUHH� PRYHPHQW�� DJULFXOWXUH�� DQG
WUDQVSRUW�¥�LV�GHQRWHG�E\�§L¨��WKH�ILIWK�VHFWRU��§RWKHU¨��ZDV�XVHG�DV�WKH�EDVH�FDWH�
JRU\�����7KH�§H¨�LV�WKH�HUURU�WHUP�

7DEOH� �� UHSRUWV� WKH� UHJUHVVLRQ� UHVXOWV�� DOPRVW� DOO� RI�ZKLFK� FDVW� GRXEW� XSRQ� WKH
SUHYDLOLQJ�LQWHUSUHWDWLRQ�RI�ZKHUH��ZKHQ��DQG�KRZ�WKH�VKDGRZ�RI�409�YRWLQJ�DI�
IHFWV�(&�GHFLVLRQPDNLQJ�HIILFLHQF\����1HLWKHU�WKH�QXPEHU�RI�&RPPLVVLRQ�SURSRV�
DOV�PDGH� LQ� WKH�VDPH�\HDU�QRU� WKH�SUHYLRXV�\HDUªV� OHJLVODWLYH�EDFNORJ�KDG�D�VLJ�

��������������������������������������������������
�� 7KH�EDVH� FDWHJRU\�HQFRPSDVVHG�SURSRVDOV�GHDOLQJ�ZLWK�D�ZLGH� UDQJH�RI� LVVXHV�� LQ�

FOXGLQJ�IRU�H[DPSOH�VRFLDO�SROLF\��$UWLFOH����$���HQYLURQPHQWDO�SROLF\��$UWLFOH����6��
FRPPHUFLDO�SROLF\��$UWLFOH�������FRPSHWLWLRQ��$UWLFOH�����DQG�ILQDO�SURYLVLRQV��$UWLFOH
�����

�� 7KH�VWDWLVWLFDO�UHVXOWV�PXVW�EH� WUHDWHG�ZLWK�FDXWLRQ�DV�D�QXPEHU�RI�YDULDEOHV�DUH�DI�
IHFWHG�E\�PXOWLFROOLQHDULW\��,W�LV�OLNHO\�WKDW�VROYLQJ�WKLV�SUREOHP�ZRXOG�LQFUHDVH��DQG
LQ�QR�ZD\�ZRXOG�LW�GHFUHDVH��RXU�FRQILGHQFH�LQ�WKH�IRXU�SDUDPHWHU�HVWLPDWHV�ZKLFK
DUH�FXUUHQWO\�VKRZQ�WR�EH�VWDWLVWLFDOO\�VLJQLILFDQW��$W�WKH�VDPH�WLPH��KRZHYHU��VHYHUDO
YDULDEOHV�ZKLFK�DSSHDU�LQVLJQLILFDQW�KHUH�EHFDXVH�RI�ODUJH�VWDQGDUG�HUURUV�VKRXOG�QRW
EH�UXOHG�RXW�DV�LPSRUWDQW�GHWHUPLQDQWV�LQ�&RXQFLO�GHFLVLRQPDNLQJ�VSHHG�



*ROXE��'HFLVLRQPDNLQJ�(IILFLHQF\�LQ�WKH�(& ��

QLILFDQW�HIIHFW�RQ�WKH�VSHHG�DW�ZKLFK�D�SURSRVDO�PDGH�LWV�ZD\�WKURXJK�WKH�&RXQ�
FLO��DV�ERWK�RI�WKHVH�FRHIILFLHQWV�ZHUH�VWDWLVWLFDOO\�LQVLJQLILFDQW��$V�H[SHFWHG��WKH�HI�
IHFW�RI�EDFNORJ�GLG�QRW�YDU\�DFURVV�WLPH�RU�E\�YRWLQJ�SURFHGXUH��DQG�ZDV�VLPLODU
LQ�HDFK�SROLF\�VHFWRU�ZLWK�RQH�VXEVWDQWLDO�DQG�VXUSULVLQJ�H[FHSWLRQ�¥�LQ�WKH�FDVH�RI
IUHH�PRYHPHQW�GLUHFWLYHV��EDFNORJ�H[HUWHG�D�SRVLWLYH�DQG�VWDWLVWLFDOO\�VLJQLILFDQW
HIIHFW�RQ�GHFLVLRQPDNLQJ�VSHHG�

7KH�PRVW� VXUSULVLQJ� UHVXOWV��ZKLFK� FRQILUP� WKH� LPSUHVVLRQ�JDLQHG� IURP� WKH�GH�
VFULSWLYH�VWDWLVWLFV��DUH� WKH�PDJQLWXGH�DQG�VLJQV�RI� WKH�FRHIILFLHQWV� IRU� WZR�PDLQ
409�YDULDEOHV�� WKHVH�VKRZ�WKDW�PDMRULW\�YRWLQJ�KDG�DQ�HQRUPRXVO\�SRVLWLYH�HI�
IHFW� RQ� VSHHG� SULRU� WR� WKH� 6($�� DQG� WKDW� WKLV� HIIHFW� UHPDLQHG� EXW� ZDV� QRW� HQ�
KDQFHG� E\� WKH� LQVWLWXWLRQDO� UHIRUPV� LQWURGXFHG� XQGHU� WKH� 6($�� %RWK� RI� WKHVH
ILQGLQJV�VKDUSO\�FRQWUDGLFW�EURDG�FODLPV�WKDW�DW�QR�SRLQW�GR�&RXQFLO�YRWLQJ�UXOHV
LQIOXHQFH�GHFLVLRQPDNLQJ�VSHHG��6ORRW�9HUVFKXUHQ������������3URSRVDOV�VXEMHFW�WR
409�SULRU�WR������UHTXLUHG�RQ�DYHUDJH�DOPRVW�D�\HDU�OHVV�WLPH�LQ�&RXQFLO�EHIRUH
WKHLU�DGRSWLRQ� WKDQ�GLG�SURSRVDOV�RI� WKH� VDPH�SHULRG�XQGHU�XQDQLPRXV�YRWLQJ�
(TXDOO\� LPSRUWDQW��ZKLOH� DOO� DFFRXQWV� RI� (&� KLVWRU\�PDLQWDLQ� WKDW� WKH� 6($� VLJ�
QDOOHG�WKH�HQG�RI�WKH�/X[HPERXUJ�&RPSURPLVH�¥�ZKLFK�VKRXOG�EH�UHIOHFWHG�LQ�DQ
HYHQ�ODUJHU�SRVLWLYH�LPSDFW�RI�PDMRULW\�YRWLQJ�IRU�SURSRVDOV�PDGH�DIWHU�������DV
WKH�409�VKDGRZ��ZKLFK�ZDV� IRUPHUO\� UHQGHUHG�PRRW�E\�QDWLRQDO� YHWRHV�� VXG�
GHQO\�WRRN�HIIHFW��¥�WKH�VWDWLVWLFDO�LQVLJQLILFDQFH�RI�WKH�32676($409�FRHIILFLHQW
UHYHDOV�WKDW�QR�VXFK�LQFUHDVH�LQ�GHFLVLRQPDNLQJ�VSHHG�RFFXUUHG�

7KH�UHVXOWV�DOVR�SXW�LQWR�SHUVSHFWLYH�WKH�VHFWRUDO�DQG�WHPSRUDO�YDULDWLRQV�LQ�VSHHG
VKRZQ�LQ�7DEOH����7KH�RQO\�DUHD�ZKRVH�VSHHG�GLIIHUHG�VWDWLVWLFDOO\��DQG�GUDPDWL�
FDOO\�� IURP� WKH�EDVH� FDWHJRU\�ZDV� IUHH�PRYHPHQW��ZKHUH�SURSRVDOV� WRRN�DOPRVW
IRXU�\HDUV�ORQJHU�WR�SDVV�WKURXJK�WKH�&RXQFLO��%\�FRQWUDVW��SURSRVDOV�LQ�WUDQVSRUW�
DSSUR[LPDWLRQ�� DQG� DJULFXOWXUH� DOO� UHTXLUHG� URXJKO\� WKH� VDPH� GHFLVLRQPDNLQJ
WLPH� DV� WKRVH� LQ� WKH� EDVH� FDWHJRU\�� 7KH� UHVXOWV� DOVR� VXJJHVW� WKDW� LQ�PRVW� FDVHV
VHFWRUDO� YDULDWLRQV� LQ� VSHHG� DUH� QRW� DWWULEXWDEOH� WR� WKH� VKDGRZ� RI� WKH� YRWH�� $O�
WKRXJK� DOO� WKH�4096(&725� GXPP\� YDULDEOHV� KDG� ODUJH� QHJDWLYH� FRHIILFLHQWV�
QRQH�ZHUH�VWDWLVWLFDOO\�VLJQLILFDQW��$OVR�VXUSULVLQJ�LV�WKDW�WKH�JHQHUDO�UHODWLYH�LP�
SURYHPHQW�WR�VSHHG�LQ�WKH�SRVW�6($�SHULRG�ZDV�QRW�SDUWLFXODUO\�DSSDUHQW�LQ�WKH
DUHDV�RI�DSSUR[LPDWLRQ�� IUHH�PRYHPHQW�RU� WD[DWLRQ��4XLWH�XQH[SHFWHGO\�� IRU� WKH
ILUVW�WZR�RI�WKHVH�DUHDV�WKH�FRHIILFLHQWV�RI�WKH�32676($6(&725�GXPP\�YDULDEOHV
ZHUH� QRW� VWDWLVWLFDOO\� VLJQLILFDQW�� ,Q� WD[DWLRQ�� SURSRVDOV�PDGH� DIWHU� WKH� 6($�� LQ�
VWHDG�RI�PRYLQJ�PRUH�TXLFNO\�DV�H[SHFWHG��DFWXDOO\�UHTXLUHG�WZR�DQG�D�KDOI�\HDUV
ORQJHU�XQWLO�WKHLU�DGRSWLRQ�WKDQ�WKRVH�LQ�WKH�EDVH�FDWHJRU\��7KHVH�UHVXOWV�UHDIILUP
WKDW�WKH�&RPPLVVLRQ�PLJKW�KDYH�EHHQ�ZURQJ�LQ�LWV�YLHZ�WKDW�XQDQLPRXV�YRWLQJ
ZDV�WKH�SULPDU\�VWUXFWXUDO�LPSHGLPHQW�WR�VSHHG�LQ�WKH�SRVW�6($�HUD��EXW�FRUUHFW
LQ�LWV�DVVHVVPHQW�WKDW�WD[DWLRQ�UHPDLQHG�D�SUREOHP�DUHD�
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� 'LVFXVVLRQ

)RXU� FHQWUDO� ILQGLQJV� HPHUJH� IURP� WKLV� VWXG\��)LUVW�� WKDW� LW� LV� HVVHQWLDO� WR� UHFRQ�
VLGHU� WKH� LPSDFW� RQ�SROLF\PDNLQJ� WUDGLWLRQDOO\� DVFULEHG� WR� IRUPDO� DQG� LQIRUPDO
LQVWLWXWLRQV�� DQG� WR� WKH� HIIHFWV� RI� LQVWLWXWLRQDO� UHIRUP�� $FFRUGLQJ� WR� WUDGLWLRQDO
ZLVGRP�� SULRU� WR� WKH� 6($� WKH� IRUPDO� LQVWLWXWLRQDO� UXOHV� VWLSXODWHG� ZLGHVSUHDG
PDMRULW\�YRWLQJ�EXW�WKH�LQIRUPDO�LQVWLWXWLRQDO�UXOHV�SUHYDLOHG�LQ�WHUPV�RI�WKH�/X[�
HPERXUJ�&RPSURPLVH�DQG�XQDQLPRXV�YRWLQJ��6LPLODUO\�� WKH�WUDGLWLRQDO�ZLVGRP
KROGV�WKDW�WKH�6($�FKDQJHG�ERWK�WKH�IRUPDO�DQG�LQIRUPDO� LQVWLWXWLRQDO�UXOHV��UH�
VXOWLQJ�LQ�SHUYDVLYH�409�LQ�SUDFWLFH��7KH�HYLGHQFH�SUHVHQWHG�KHUH�VXJJHVWV�WKDW
IRU�PHFKDQLFDO� HIILFLHQF\� WKH� IRUPDO� LQVWLWXWLRQ�RI�409�PDWWHUHG�PRVW�SULRU� WR
WKH� 6($�� WKDW� WKH� LPSDFW� RI� WKH� LQIRUPDO� /X[HPERXUJ� &RPSURPLVH� KDV� EHHQ
KLJKO\�H[DJJHUDWHG��DQG�WKDW�WKH������LQVWLWXWLRQDO�UHIRUPV�GLG�QRW�\LHOG�QRWDEOH
HIILFLHQF\�JDLQV�

:KLOH� WKH� VWXG\� IRXQG� WKDW�SURSRVDOV� VXEMHFW� WR�409�PDGH� WKHLU�ZD\� WKURXJK
WKH� GHFLVLRQPDNLQJ� SURFHVV� RQH�WKLUG� IDVWHU� WKDQ� WKRVH� VXEMHFW� WR� XQDQLPRXV
YRWLQJ��WKLV�DSSOLHG�HTXDOO\�WR�SURSRVDOV�PDGH�EHIRUH�DQG�DIWHU�WKH�6($��7KXV�WKH
/X[HPERXUJ�&RPSURPLVH� VR� RIWHQ� LGHQWLILHG� DV� WKH� VRXUFH� RI� VOXJJLVKQHVV� DS�
SHDUV� QRW� WR� KDYH� UHWDUGHG� WKH� SURJUHVV� RI� OHJLVODWLRQ� SULRU� WR� ������ MXVW� DV� H[�
WHQGLQJ�WKH�§VKDGRZ�RI�WKH�YRWH¨�DIWHU������DSSHDUV�WR�KDYH�KDG�QR�DSSUHFLDEOH
LPSDFW�RQ�GHFLVLRQPDNLQJ�VSHHG��7KRVH�OLNH�-DFTXHV�'HORUV��ZKR�FODLPHG�LQ�����
WKDW�LV�ZDV�§WKH�EDOO�DQG�FKDLQ�RI�XQDQLPLW\�WKDW�EHGHYLOV�WKH�ZKROH�&RPPXQLW\
V\VWHP¨��'LQDQ�������������ZRXOG�EH�PRVW�VXUSULVHG�WR�VHH�WKH�OLPLWHG��HYHQ�GX�
ELRXV�� HIILFLHQF\� JDLQV� DWWULEXWDEOH� GLUHFWO\� WR� WKH� VKHGGLQJ� RI� WKLV� LQVWLWXWLRQDO
VKDFNOH�� ,I� WKH� JUHDW� WULXPSK� RI� WKH� 6($� ZDV� WKH� UHPRYDO� RI� WKH� /X[HPERXUJ
&RPSURPLVH�� WKH� VXEVHTXHQW� SRVLWLYH� HIIHFWV�ZHUH� WZLFH� DV� JUHDW� IRU� SURSRVDOV
ZKLFK�UHPDLQHG�VXEMHFW�WR�XQDQLPLW\�¥�LQ�WKH�SHQXPEUD�UDWKHU�WKDQ�WKH�VKDGRZ
RI�WKH�YRWH���

7KH� VHFRQG� PDMRU� ILQGLQJ� LV� WKDW� WKH� ����V� ZHUH� PHFKDQLFDOO\� KLJKO\� HIILFLHQW
UDWKHU�WKDQ�EHLQJ�WKH�§GDUN�DJHV¨�RI�WKH�&RPPXQLW\�RU�D�WLPH�RI�(XURVFOHURVLV�DV
XVXDOO\� SRUWUD\HG� LQ� WKH� OLWHUDWXUH�� 2I� WKH� ��� \HDUV� H[DPLQHG� KHUH�� WKH� SHULRG
����¥����� ZLWQHVVHG� E\� IDU� WKH� PRVW� GUDPDWLF� LPSURYHPHQWV� WR� VSHHG�� ZKLOH
PDLQWDLQLQJ�VWHDG\�OHJLVODWLYH�RXWSXW�DQG�QR�EDFNORJ��(XURVFOHURVLV�RQO\�VHW�LQ�E\
������SHUKDSV�DV�D� UHVXOW�RI� WKH�§7KDWFKHU�HIIHFW¨��DW�ZKLFK�SRLQW�DOO�PHFKDQLFDO
ORXUGHXU�LQGLFDWRUV�LQGLFDWH�JURZLQJ�GHFLVLRQPDNLQJ�LQHIILFLHQF\�

��������������������������������������������������
�� $JDLQ� LW� LV�QHFHVVDU\� WR�EHDU� LQ�PLQG� WKDW� FKDQJHV� LQ�DJJUHJDWH�HIILFLHQF\��ZKHWKHU

LPSURYLQJ�RU�GHFOLQLQJ��GR�QRW�QHFHVVDULO\� LQGLFDWH�DQ\WKLQJ�DERXW� WKH� IDWH�RI� LQGL�
YLGXDO�SLHFHV�RI�§LPSRUWDQW¨�(&�OHJLVODWLRQ�
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7KLUG��RYHU�WKH�SHULRG�����¥������DSDUW�IURP�����¥������FHUWDLQ�LQGLFDWRUV�RI�(&
GHFLVLRQPDNLQJ�HIILFLHQF\�DSSHDU�WR�KDYH�LPSURYHG��DV�GHFLVLRQPDNLQJ�VSHHG�LQ�
FUHDVHG�GXULQJ�D�WLPH�ZKHQ�OHJLVODWLYH�YROXPH�ZDV�HLWKHU�VWDEOH�RU�ULVLQJ��%XW�WKLV
FKDUDFWHULVDWLRQ� RI� (&� LQVWLWXWLRQDO� SHUIRUPDQFH� LV� KHDYLO\� TXDOLILHG�� SHUKDSV
HYHQ�UHIXWHG��E\� WKH� IRXUWK� ILQGLQJ�� WKDW� WKHUH�DUH� LPSRUWDQW� WUDGH�RIIV�DPRQJVW
WKH�YDULRXV�DVSHFWV�RI�HIILFLHQF\�� VR� WKDW�JDLQV� LQ� VSHHG�ZHUH�DFFRPSDQLHG�E\�D
VRDULQJ�OHJLVODWLYH�EDFNORJ�DQG�WKH�FRQWLQXHG�ODQJXLVKLQJ�RU�DEDQGRQPHQW�RI�ROG
SURSRVDOV� EORFNHG� LQ� WKH� &RXQFLO�� 2QO\� LI� RQH� H[FOXGHV� WKH� LVVXH� RI� OHJLVODWLYH
EDFNORJ�DQG�LJQRUHV�WKH�FRQWHQW�DQG�FRQVLGHUDEOH�DJH�RI�SHQGLQJ�OHJLVODWLRQ�GRHV
WKH�RYHUDOO�WUHQG�LQ�HIILFLHQF\�DSSHDU�JHQHUDOO\�SRVLWLYH��$V�QRWHG�HDUOLHU��VXFK�H[�
FOXVLRQ�LV�XQZDUUDQWHG��LI�DQG�ZKHQ�WKLV�ODUJH�EDFNORJ�LV�HYHQWXDOO\�DGRSWHG��DOO
RI� WKH� \HDUO\� IRUZDUG� ODJWLPHV� VLQFH� ����� ZLOO� ULVH�� VR� WKDW� WKH� FXUUHQW� VWHDG\
GRZQZDUG�WUHQG�LV�KLJKO\�PLVOHDGLQJ�

7KHVH�WUDGH�RIIV�SODFH�PDQ\�DVSHFWV�RI�(&�GHFLVLRQPDNLQJ�LQ�D�QHZ�OLJKW�¥�IRU�H[�
DPSOH��KRZ�WKH�&RPPXQLW\�LQVWLWXWLRQV�KDQGOHG�WKH�:KLWH�3DSHU��:DV�WKH�&RXQ�
FLO�DEOH�WR�DEVRUE�WKH������SURJUDPPH�ZLWKRXW�VDFULILFLQJ�HIILFLHQF\"�1RW�UHDOO\�¥
WKHUH�ZDV�QRW�WKH�H[SHFWHG�VLPXOWDQHRXV�LPSURYHPHQW�WR�VSHHG�DQG�YROXPH��DQG
WKH�DSSDUHQW�WULXPSK�RI�PDUJLQDOO\�IDVWHU�GHFLVLRQPDNLQJ�RQ�D� ODUJH�QXPEHU�RI
GLUHFWLYHV�PXVW�DOVR�EH�KHDYLO\�TXDOLILHG��DV�OHJLVODWLYH�EDFNORJ�FRQWLQXHG�WR�VRDU
IURP������RQZDUGV�

7KHVH�ILQGLQJV�DOVR�UDLVH�LQWHUHVWLQJ�TXHVWLRQV�DERXW�KRZ�(&�GHFLVLRQPDNLQJ�UH�
VSRQGV� WR� HQODUJHPHQW� RI� WKH� &RPPXQLW\�� :KLOH� WKHRUHWLFDOO\� HDFK� VXFFHVVLYH
HQODUJHPHQW�VKRXOG�LQFUHDVH�WKH�QXPEHU�RI�SRWHQWLDO�YHWR�SOD\HUV�DQG�WKXV�HURGH
HIILFLHQF\�� LW� DSSHDUV� WKDW� LQ� SUDFWLFH� HQODUJHPHQW� GRHV� QRW� H[HUW� D� FRQVLVWHQWO\
QHJDWLYH� RU� SUHGLFWDEOH� HIIHFW� RQ� HIILFLHQF\�� 7KH� FDVH� RI� %ULWLVK� DFFHVVLRQ� QRW
HURGLQJ�HIILFLHQF\�ZDV�GLVFXVVHG�HDUOLHU��DQG� ODJWLPH�DOVR� IHOO� LQ� WKH�HDUO\�����V
DIWHU�*UHHN�HQWU\��DOWKRXJK�LW�GLG�LQFUHDVH�DV�H[SHFWHG�LQ�WKH�\HDUV�����¥�����DIWHU
6SDLQ�DQG�3RUWXJDO�MRLQHG�WKH�&RPPXQLW\��,W�LV�VWLOO�WRR�HDUO\�WR�JDXJH�WKH�IXOO�HI�
IHFWV�RI�WKH������HQODUJHPHQW��EXW�DV�PHQWLRQHG�DERYH�WKH�LQLWLDO�WUHQGV�LQ�VORZHU
GHFLVLRQPDNLQJ�VSHHG�DQG�ULVLQJ�EDFNORJ�DUH�QRW�HQFRXUDJLQJ�

7KLV�SDSHU�GHPRQVWUDWHV� WKDW�SUHGRPLQDQW� FODLPV�DERXW�ZKHUH��ZKHQ�DQG�KRZ
WKH�VKDGRZ�RI�TXDOLILHG�PDMRULW\�YRWLQJ�DIIHFWV�PHFKDQLFDO�GHFLVLRQPDNLQJ�HIIL�
FLHQF\�UHTXLUH�IXQGDPHQWDO�UHYLVLRQ��6KRZLQJ�WKDW�WKH�/X[HPERXUJ�&RPSURPLVH
DQG�WKH�SRVW�6($�H[WHQVLRQ�RI�WKH�VKDGRZ�RI�WKH�YRWH�GR�QRW�H[SODLQ�FKDQJHV�LQ
ORXUGHXU� LV� E\� LWVHOI� DQ� LPSRUWDQW� ILQGLQJ�� DQG� D� QHFHVVDU\� ILUVW� VWHS� WRZDUGV� D
GHHSHU� XQGHUVWDQGLQJ� RI�ZKDW�GRHV� GHWHUPLQH�GHFLVLRQPDNLQJ� HIILFLHQF\��:KLOH
DFFRXQWLQJ�IRU�WKH�XQH[SHFWHGO\�VLJQLILFDQW�HIIHFWV�RI�WKH�SHQXPEUD�DQG�WKH�IDFW
WKDW� WKH� SHUYDVLYH� VKDGRZ� RI�PDMRULW\� YRWLQJ� DVVRFLDWHG�ZLWK� WKH� 6($� GLG� QRW
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GUDPDWLFDOO\�LPSURYH�GHFLVLRQPDNLQJ�HIILFLHQF\�IRU�&RPPXQLW\�GLUHFWLYHV�LV�ZHOO
EH\RQG�WKH�VFRSH�RI�WKH�SUHVHQW�DQDO\VLV��VHYHUDO�K\SRWKHVHV�GHVHUYH�FRQVLGHUDWLRQ�

2QH�K\SRWKHVLV�DV�WR�ZK\�WKH�����V�DSSHDU�XQH[SHFWHGO\�HIILFLHQW�DQG�WKH�SRVW�
6($� SHULRG� DSSHDUV� OHVV� HIILFLHQW� WKDQ� SUHGLFWHG� LV� WKDW� WKHUH� LV� DQ� LPSRUWDQW
WUDGH�RII�EHWZHHQ�PHFKDQLFDO�DQG�VXEVWDQWLYH� ORXUGHXU� �D�SRVVLELOLW\�DOVR�QRWHG
E\�.ULVORY�HW�DO�������������7KH�(&ªV�PHFKDQLFDO�HIILFLHQF\� LPSURYHG� WKURXJKRXW
WKH�PLG�����V�� EXW� SHUKDSV� WKH� VXEVWDQFH� RI� OHJLVODWLRQ� GHWHULRUDWHG�� 6LPLODUO\�
ZKLOH�H[WHQGLQJ�WKH�VKDGRZ�RI� WKH�YRWH�GLG�QRW�KDYH�D�GUDPDWLF� LPSDFW�RQ�PH�
FKDQLFDO�HIILFLHQF\�DIWHU�������WKH�GHPLVH�RI�WKH�/X[HPERXUJ�&RPSURPLVH�FRXOG
KDYH�IDFLOLWDWHG�WKH�SDVVDJH�RI�(&�OHJLVODWLRQ�ZLWK�PRUH�VLJQLILFDQW�FRQWHQW��:KLOH
LW� SUHVHQWV� HQRUPRXV�PHWKRGRORJLFDO� SUREOHPV�� WKH� LPSRUWDQW� TXHVWLRQV� WR� DQ�
VZHU�PLJKW�WKHUHIRUH�QRW�EH�WKH�RQHV�DERXW�PHFKDQLFDO�HIILFLHQF\�VR�RIWHQ�VWUHVVHG
LQ�WKH�FXUUHQW�OLWHUDWXUH��EXW�ZKHWKHU�RU�QRW�LQVWLWXWLRQDO�UHIRUP�DQG�JUHDWHU�PD�
MRULW\�YRWLQJ�IDFLOLWDWHG�DGRSWLRQ�RI�H[WUHPHO\�LQIOXHQWLDO�SLHFHV�RI�(&�OHJLVODWLRQ�
QR�PDWWHU� KRZ� IHZ� WKHLU� QXPEHU� DQG� KRZ� VORZ� WKHLU� SDVVDJH�� $JJUHJDWH�PH�
FKDQLFDO�LQHIILFLHQFLHV�HYLGHQW�LQ�WKH�GHDUWK�RI�(&�OHJLVODWLRQ��LWV�SURWUDFWHG�SUHSD�
UDWLRQ�LQ�&RPPLVVLRQ��DQG�LWV�VOXJJLVK�SDVVDJH�WKURXJK�WKH�&RXQFLO�PLJKW�DFWX�
DOO\�EH� V\PSWRPV�RI� D�SRVLWLYH� WUHQG� WRZDUGV� WKH�&RPPXQLW\ªV� VXFFHVVIXO� FRQ�
FHQWUDWLRQ�RQ�D�FRUH�RI�§LPSRUWDQW¨�PDWWHUV�UHODWHG�WR�SROLWLFDO�DQG�HFRQRPLF�8Q�
LRQ�

$�VHFRQG��UHODWHG�K\SRWKHVLV�FRQVLVWHQW�ZLWK�WKH�SUHYLRXV�FRPPHQWV�DERXW�LQVWL�
WXWLRQV�LV�WKDW�&RXQFLO�YRWLQJ�VLQFH������UHIOHFWV�D�QHZ�SROLWLFDO�G\QDPLF�EDVHG�RQ
LQIRUPDO�UXOHV��VR�WKDW�FRQVHQVXV�SROLWLFV�UHPDLQV�WKH�QRUP�LQ�WKH�&RXQFLO�GHVSLWH
WKH�WUHDW\ªV�OHJDO�DUFKLWHFWXUH�ZKLFK�VWLSXODWHV�ZLGHVSUHDG�409��,Q�RWKHU�ZRUGV�
WKH�6($�PLJKW�KDYH�VXEVWDQWLDOO\�EURDGHQHG� WKH� IRUPDO� LQVWLWXWLRQDO� VKDGRZ�RI
409��EXW�LQ�UHDOLW\�(&�GHFLVLRQPDNLQJ�QRZ�GHSHQGV�PRUH�RQ�LQIRUPDO�SROLWLFDO
SUDFWLFHV�DQG�WKH�OLQJHULQJ�SUHVVXUH�WR�UHDFK�XQDQLPLW\��7KLV�ZRXOG�DFFRXQW�IRU
WKH�VWHDGLO\�JURZLQJ�EDFNORJ�RI�SURSRVDOV�RQ�ZKLFK�WKHUH�LV�QR�SROLWLFDO�FRQVHQ�
VXV��DV�ZHOO�DV�WKH�EDVLFDOO\�VWDEOH�IRUZDUG�ODJWLPHV�VLQFH�WKH�SDVVDJH�RI�WKH�6($�
7KH�FRQVHQVXV�SROLWLFV�H[SODQDWLRQ�LPSOLHV�WKDW�409�LV�QRW�DFWXDOO\�EHLQJ�XVHG�
QRW�MXVW�LQ�WKH�KLJKHVW�SURILOH�FDVHV�VXFK�DV�(&�WUDGH�UHODWLRQV�ZLWK�WKH�86��:DO�
ODFH������������EXW�LQ�D�EURDG�UDQJH�RI�FDVHV�

$�WKLUG�SRWHQWLDO�H[SODQDWLRQ�IRU�WKH�XQXVXDO�ILQGLQJV�DERXW�HIILFLHQF\�EHIRUH�DQG
DIWHU� WKH� ����� LQVWLWXWLRQDO� UHIRUPV�PLJKW� EH� WKDW� WKH� 6($� VKLIWHG� VRPH� RI� WKH
PRVW� FRQWURYHUVLDO� LVVXHV� UHODWHG� WR� FRPSOHWLQJ� WKH�PDUNHW�XQGHU�409� �$UWLFOH
���$���VR�WKDW�WKH\�UHTXLUHG�ORQJHU�GHOLEHUDWLRQ��ZKLOH�OHVV�FRQWURYHUVLDO�PDWWHUV
UHPDLQHG�DQG�SDVVHG�TXLFNO\�XQGHU�XQDQLPLW\��%XW�WKLV�UHYHUVHV�WKH�XVXDO� ORJLF
RI� LQVWLWXWLRQDO�GHVLJQ�DQG�WKH�SUHGRPLQDQW�XQGHUVWDQGLQJ�RI� WKH�6($��ZKHWKHU
RQH� DWWULEXWHV� WKH� LQLWLDO� LPSHWXV� IRU� WKH� 6($� WR� LQWHUQDWLRQDO� HFRQRPLF� WUHQGV�
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&RPPLVVLRQ� OHDGHUVKLS�RU�D� FRQYHUJHQFH�RI�QDWLRQDO� LQWHUHVWV�� VXUHO\� LW�ZDV� WKH
PLWLJDWLRQ�RI�FRQWURYHUV\�DQG�WKH�EURDG�SROLWLFDO�DJUHHPHQW�RQ�D�QXPEHU�RI�NH\
SROLF\� REMHFWLYHV� ZKLFK� ILQDOO\� IDFLOLWDWHG� WKH� GLVVROXWLRQ� RI� WKH� /X[HPERXUJ
&RPSURPLVH�DQG�WKH�LQWURGXFWLRQ�RI�PRUH�H[WHQVLYH�PDMRULW\�YRWLQJ��6DQGKROW]�
=\VPDQ�������0RUDYFVLN�������'HKRXVVH�0DMRQH�������

$� IRXUWK� DQG� YHU\� GLIIHUHQW� K\SRWKHVLV� LV� WKDW� WKHUH� LV� D� JHQHUDO�ZLOOLQJQHVV� LQ
&RXQFLO�WR�DSSO\�409�EXW�WKDW�WKH�(&�GHFLVLRQPDNLQJ�SURFHVV�KDV�EXLOW�LQ�LQVWL�
WXWLRQDO�OLPLWDWLRQV�LQ�WHUPV�RI�ZKDW�LW�FDQ�SURFHVV�

+RZ�PLJKW�RQH�GLVWLQJXLVK�DPRQJVW�WKHVH�SRVVLELOLWLHV"�)RU�D�VWDUW��WKH�UHWHQWLRQ
RI�FRQVHQVXV�SROLWLFV�VKRXOG�EH�UHIOHFWHG�LQ�WKH�VPDOO�QXPEHU�RI�TXDOLILHG�PDMRULW\
YRWHV�DFWXDOO\�WDNHQ�E\�WKH�&RXQFLO�DIWHU���������7KH�RQO\�UHOLDEOH�GDWD�DYDLODEOH
FRYHUV�WKH�SHULRG�'HFHPEHU������WKURXJK�'HFHPEHU�������DQG�VKRZV�WKDW�IRU���
RI�WKH����'LUHFWLYHV�DGRSWHG�GXULQJ�WKLV�WLPH�DW�OHDVW�RQH�0HPEHU�6WDWH�DEVWDLQHG
RU�YRWHG�DJDLQVW��,W�LV�LPSRVVLEOH�WR�VD\�ZKHWKHU�WKLV�����409�UDWH�DSSOLHV�WR�WKH
HQWLUH�SRVW�6($�HUD��DV�YRWLQJ�ILJXUHV�IRXQG�LQ�WKH�VHFRQGDU\�OLWHUDWXUH�YDU\�GUD�
PDWLFDOO\�� $FFRUGLQJ� WR� (KOHUPDQQ�� &RPPXQLW\� OHJLVODWLRQ� �LQFOXGLQJ� 5HJXOD�
WLRQV�DV�ZHOO�DV�'LUHFWLYHV��ZDV�DGRSWHG�E\�D�PDMRULW\�YRWH�RQ�RQO\����RFFDVLRQV
IURP�PLG������WKURXJK�������(KOHUPDQQ��������������(YHQ�LI�HYHU\�VLQJOH�RQH�RI
WKHVH�YRWHV�RFFXUUHG� IRU�'LUHFWLYHV��ZKLFK� LV�KLJKO\� LPSODXVLEOH�� WKH� UDWH�ZRXOG
VWLOO�EH�RQO\��������RXW�RI�����DGRSWLRQV�GXULQJ�WKH�SHULRG���ZKLFK�VXSSRUWV�WKH
FRQVHQVXV� SROLWLFV� K\SRWKHVLV��:HVVHOV�� E\� FRQWUDVW�� GRHV� QRW� GLVWLQJXLVK� LQ� KLV
GDWD�EHWZHHQ�PDMRULW\�YRWHV�WDNHQ�RQ�FRPPRQ�SRVLWLRQV�DQG�WKRVH�RQ�DFWXDO�OHJ�
LVODWLYH�DGRSWLRQV��DQG�UHSRUWV�����FDVHV�RI�409�LQ�WKLV�VDPH�SHULRG��\LHOGLQJ�DQ
LPSRVVLEOH� UDWH�RI�ZHOO�RYHU�������:HVVHOV�������������$V�ZDV� WKH�FDVH�ZLWK�DV�
VHVVLQJ� RYHUDOO� GHFLVLRQPDNLQJ� HIILFLHQF\� VLQFH� WKH� DGRSWLRQ� RI� WKH� 0DDVWULFKW
7UHDW\��DQDO\VLV�RI�WKH�IUHTXHQF\�RI�DFWXDO�YRWHV�LQ�WKH�&RXQFLO�ZLOO�RQO\�EH�SRVVL�
EOH�DV�PRUH�GDWD�EHFRPHV�DYDLODEOH�HDFK�\HDU�

��������������������������������������������������
�� 2QH�UHDVRQ�ZK\�WKH�&RXQFLO�FRQWLQXHV�WR�DFW�E\�XQDQLPLW\�LQ�FDVHV�ZKHUH�WKH�WUHDW\

DOORZV�409�KDV�WR�GR�ZLWK�WKH�FRPLWRORJ\�SURFHVV�DQG�WKH�UHVXOWLQJ�GLVSXWHV�RYHU
WKH�&RPPLVVLRQªV�LPSOHPHQWDWLRQ�SRZHUV��(KOHUPDQQ�������������
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Figure 1 Average Decisionmaking Speed for Directives
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Note: The average forward lagtime of proposals made in 1995 is inevitably underestimated (because most are still
pending) and is presented as a dashed line.

Figure 2 Four EC Decisionmaking Speeds 1974–1993
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Figure 3 EC Legislative Volume for Directives 1974–1996
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Figure 4 Decisionmaking Speed and Legislative Backlog
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Figure 5 Decisionmaking Speed by Policy Area
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Figure 6 Backward Time Lags
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Figure 8 Speed of Proposed Directives by Voting Procedure 1974–1995
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Note: The average forward lagtimes of proposals made in 1995 are inevitably underestimated (because most are still
pending) and are presented as dashed columns.

Figure 7 The Growing „Shadow“ of Qualified Majority Voting
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Figure 9 Distribution of Legislative Backlog as of 31 December 1995
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Table 1 Legislative Input, Output, Backlog and Speed for EC Directives 1974–1996

Commission
proposals

(input)

Council
adoptions
(output)

Backlog Cumulative
backlog

Average for-
ward lagtime

(days)

Average back-
ward lagtime

(days)

1974 43 NA NA NA 1704 NA

1975 47 NA NA NA 1187 NA

1976 54 49 5 5 881 968

1977 45 39 6 11 746 872

1978 45 55 –10 1 605 846

1979 55 42 13 14 1003 653

1980 75 39 36 50 992 899

1981 45 37 8 58 869 451

1982 33 36 –1 57 781 1056

1983 44 36 8 65 843 927

1984 66 53 13 78 620 1625

1985 47 48 –1 77 520 1267

1986 65 68 –3 74 539 1046

1987 63 43 20 94 586 745

1988 86 64 22 116 636 859

1989 56 72 –16 100 479 691

1990 82 58 24 124 586 792

1991 68 55 13 137 474 599

1992 86 74 12 149 472 642

1993 50 59 –9 140 471 509

1994 51 40 11 151 508 660

1995 67 31 36 187 231 548

1996 NA 39 NA NA NA 797
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Table 2 Descriptive Statistics for Speed by Time Period, Voting Procedure and Policy Area

Period Voting Procedure Policy Area Average Forward Lag (days) n

Pre-SEA QMV 623 169
Approximation 466 19
Free movement 1217 26
Agriculture 506 95
Taxation 79 1
Transport 727 11
Other 511 17

Unanimity 933 401
Approximation 886 334
Free movement 1527 10
Agriculture 990 8
Taxation 1444 18
Transport 949 10
Other 917 21

All 841 570
Approximation 864 353
Free movement 1303 36
Agriculture 544 103
Taxation 1372 19
Transport 833 21
Other 735 38

Post-SEA QMV 499 338
Approximation 593 147
Free movement 452 20
Agriculture 298 80
Taxation 524 1
Transport 621 40
Social Policy 648 21
Other* 464 50

Unanimity 661 82
Approximation 623 19
Free movement 742 16
Agriculture 461 2
Taxation 852 22
Transport NA 0
Other 473 23

All 531 420
Approximation 596 166
Free movement 581 36
Agriculture 302 82
Taxation 838 23
Transport 621 40
Social Policy 648 21
Other* 467 73

1974–1995 QMV 540 507
Approximation 579 166
Free movement 884 46
Agriculture 411 175
Taxation 302 2
Transport 644 51
Social Policy 648 21
Other* 476 67

Unanimity 887 483
Approximation 872 353
Free movement 1044 26
Agriculture 884 10
Taxation 1118 40
Transport 949 10
Other 685 44

All 709 990
Approximation 778 519
Free movement 942 72
Agriculture 437 185
Taxation 1079 42
Transport 694 61
Social Policy 648 21
Other* 559 111

Notes: The „n“ column denotes the number of proposals in each category which were eventually adopted, and
thus excludes pending legislation.
* Including social policy.
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Table 3 Effect of the SEA on the QMV Shadow and on Decisionmaking Speed

Proportion of proposals under QMV (%) Change in forward lagtime (%) compared
with pre-SEA decisionmaking speed

Pre-SEA Post-SEA Percentage

change

All directives 30 80 50 –37

Approximation 5 89 84 –31

Free Movement 72 56 –16 –55

Agriculture 92 98 6 –44

Taxation 5 4 –1 –39

Transport 52 100 48 –25

Note: All calculations are based on adopted legislation only and exclude proposals pending as of 31 December 1995,
which substantially overestimates the positive effects of QMV on decisionmaking speed after the SEA.

Table 4 Adoption of Pre-SEA Proposed Directives

Directives
adopted

Number proposed
pre-SEA

% proposed
pre-SEA

1987 43 40 93

1988 64 47 73

1989 72 19 26

1990 58 5 9

1991 55 2 4

1992 74 2 3

1993 59 0 0

1994 40 1 3

1995 31 0 0

1996 39 0 0

1987–1996 535 116 21.7
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Table 5 Analysis of Pending Legislation

Policy area Number Proportion
proposed

under QMV
(%)

Proportion
proposed
pre-SEA

(%)

Proportion
proposed

under QMV and
pre-SEA

(%)

Proportion
proposed under
unanimity and

pre-SEA
(%)

All proposals 205 54 24 4 20

Agriculture 22 100 9 9 0

Approximation 105 46 30 0 30

Free Movement 20 50 25 5 20

Transport 13 92 39 31 8

Taxation 11 0 18 0 18

Other 34 53 15 6 9

Note: Within each policy area, proportions are based on the number of proposals in the area, not the total number of
pending proposals. For example, of the 105 pending proposals in the area of approximation, 46 percent were pro-
posed under QMV and 30 percent originated prior to the SEA.

Table 6 Hypothesised Effects of Independent Variables on Forward Lagtime

Independent variable Hypothesised effect

PROPOSALS +

QMV 0

QMV•POSTSEA –

QMV•BACKLOG 0

QMV•SECTOR 0

BACKLOG +

BACKLOG•SECTOR 0

BACKLOG•POSTSEA 0

POSTSEA 0 /–

SECTOR 0

SECTOR•POSTSEA –

Note: In each case BACKLOG refers to cumulative backlog lagged by one year.
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Table 7 Regression Estimates for Determinants of Decisionmaking Speed

Coefficient Signif. T

Primary Variables

BACKLOG –3.32 (2.74) .227

PROPOSALS .056 (1.66) .973

QMV –347.6* (177.7) .051

POSTSEA –127.8 (336) .704

Sector Dummies

AGRICULTURE 105.41 (266) .692

APPROXIMATION –5.21 (172.2) .976

FREEMOVEMENT 1332.42**** (282.26) .000

TAXATION 113.35 (315.24) .719

TRANSPORT 99.6 (284.7) .727

Interactive Terms

POSTSEA•QMV 30.2 (223.9) .893

QMV•BACKLOG 2.55 (2.29) .266

POSTSEA•BACKLOG 0.27 (2.09) .898

QMV•SECTOR

QMV•AGRICULTURE –46.95 (248.9) .850

QMV•APPROXIMATION –129.98 (166.37) .435

QMV•FREEMOVEMENT –162.36 (201.59) .421

QMV•TAXATION –64 (476.1) .893

QMV•TRANSPORT 133.1 (314.6) .672

BACKLOG•SECTOR

BACKLOG•AGRICULTURE –1.83 (3.17) .564

BACKLOG•APPROXIMATION –1.12 (2.77) .687

BACKLOG•FREEMOVEMENT –11.96*** (3.92) .002

BACKLOG•TAXATION –6.52 (4.76) .171

BACKLOG•TRANSPORT –0.52 (4.02) .897

POSTSEA•SECTOR

POSTSEA•AGRICULTURE 22.12 (288.7) .939

POSTSEA•FREEMOVEMENT 229.6 (320.25) .474

POSTSEA•TAXATION 927.9** (405.9) .022

POSTSEA•APPROXIMATION 393.9 (262.9) .134

POSTSEA•TRANSPORT –1.8 (398) .996

Constant 953.3**** (196.3) .000

N 868

R
2

0.14

Adjusted R
2

0.11

Notes: Unstandardised estimates, standard errors are in parentheses. Negative coefficients indicate
decreasing forward lagtime (increasing speed). Data includes all directives proposed during 1977–1995
which had been adopted as of 31 December 1996. All BACKLOG variables refer to cumulative backlog
lagged by one year. *p < .1, **p < .05, ***p < .01, ****p < .001.
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