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IN THE UNITED STATES DISTRICT COURT
FOR THE WESTERN DISTRICT OF PENNSYLVANIA

GARY HALL,

Plaintiff,

v.

SCHEDULE A DEFENDANTS,

Defendants.

Case No. 26-cv-1023

COMPLAINT FOR DAMAGES AND INJUNCTIVE RELIEF

Plaintiff hereby sues Defendants, the Individuals, Partnerships, and Unincorporated

Associations identified on Schedule “A” (collectively “Defendants”).  All Defendants are

knowingly and intentionally displaying, promoting, advertising, distributing, offering for sale, and

selling infringing versions of Plaintiff’s copyrighted works (the “Infringing Products”) on the 

Amazon.com, Walmart.com, and Temu.com online marketplaces, operating under the seller

identities and/or the online marketplace accounts as set forth on Schedule “A” hereto (the “Seller 

IDs” and collectively, the “Defendant Merchant Storefronts”). In support of its claims, Plaintiff 

alleges as follows:

NATURE OF ACTION

1. Plaintiff is the owner of United States Registered Copyrights which are infringed

by Defendants. Each Defendant has infringed at least one of Plaintiff’s Registered Copyrights.

Below is a side-by-side comparison of Plaintiff’s copyrighted works and an example of

Defendants’ products that embody Plaintiff’s copyrighted works:
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Reg. Number Title of Work Copyrighted Work Defendants’ Images

VA 2-454-527
Visit Arrakis - Surf 

Arrakis

Def #1-15, 34-37, 42-68, 
219

VA 2-458-781 Buffalo Bill's Body Lotion

Def #16-20, 38-40, 69-
133, 220-221

VA 2-456-814
Seymour's Organic Plant 

Food

Def #25-27, 41, 134-171

VA 2-456-822
Krampus Babysitting 

Services

Def #21-24

VA 2-456-895
Ghost Pirate Grog

Def #28-29, 172-175, 222
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VA 2-456-893 Back to the Mall

Def #30, 176-179

VA 2-456-820 Only Noodles

Def #31

VA 2-456-818 Prime's Autoshop

Def #32

VA 2-456-811 Social Club Vampires

Def #33-

VA 2-456-827
Black Phillip Vintage 

Cartoon

Def #180-199

VA 2-456-824 Foolish Mortals

Def #200-213
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JURISDICTION AND VENUE

2. This Court has original subject matter jurisdiction over the claims in this action

pursuant to the provisions of the Federal Copyright Act, 17 U.S.C. § 101, et seq., 28 U.S.C. §

1338(a)–(b), and 28 U.S.C. § 1331.

3. Personal jurisdiction over each Defendant satisfies constitutional due process

because each Defendant has purposefully directed and expressly aimed its tortious activities at the

Commonwealth of Pennsylvania and established sufficient minimum contacts with Pennsylvania

by, among other things, be willing to accept an order for a product bearing Plaintiff’s copyrighted 

designs from a representative of Plaintiff with a Pennsylvania address, be willing to ship the

product to that representative in Pennsylvania, and be willing to collecting Pennsylvania sales tax.

In addition, upon information and belief, each Defendant has sold additional products bearing

Plaintiff’s copyrighted designs to consumers within Pennsylvania not affiliated in any way with 

Plaintiff through the regular course of business, with the knowledge that Plaintiff is harmed in

Pennsylvania as a result of its sales of infringing products to Pennsylvania residents.  Plaintiff’s 

claims arise out of and relate to Defendants’ sales of infringing products bearing Plaintiff’s 

copyrighted designs to Pennsylvania residents through the regular course of business.

4. Personal jurisdiction over each Defendant also satisfies constitutional due process

because the causes of action asserted herein, including copyright infringement, are intentional

VA 2-456-826
Buffalo Bill's Custom 

Leather

Def #214-218
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torts, were aimed at Pennsylvania, and caused harm that each Defendant should have anticipated

would be suffered by Plaintiff in Pennsylvania.

5. Upon information and belief, Defendants have cooperated, communicated, shared

information, and coordinated their efforts in order to create an infringing marketplace operating in

parallel to the legitimate marketplace of Plaintiff and third parties authorized to sell products

embodying Plaintiff’s copyrighted works, including: employing and benefitting from substantially 

similar paid advertising, marketing, and advertising strategies (e.g., search engine optimization or

“SEO”), in order to make their online storefronts appear more relevant and target a consumer

searching for products embodying Plaintiff’s copyrighted works. By their actions, in addition to

the damages associated with unauthorized use of Plaintiff’s copyrighted works, Defendants are

causing concurrent and irreparable harm to Plaintiff and the consuming public by: (1) reducing the

online visibility of Plaintiff’s copyrighted works; (2) diluting and eroding the retail market price 

for Plaintiff’s copyrighted works; (3) causing overall degradation of the value of goodwill

associated with Plaintiff’s copyrighted works; (4) devaluing the exclusivity that enhances the

worth of Plaintiff’s art and reputation; and (5) increasing Plaintiff’s overall cost to market its goods 

and educate consumers about Plaintiff’s copyrighted works.

6. Upon information and belief, Defendants are aware of Plaintiff and Plaintiff’s 

copyrighted works and are aware that their infringement is likely to cause harm to Plaintiff in

Pennsylvania.

7. Plaintiff is suffering irreparable and indivisible injury and has suffered substantial

damages as a result of Defendants’ unauthorized sale of the Infringing Products in direct

competition with Plaintiff.
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8. Personal jurisdiction over each Defendant satisfies the Pennsylvania long-arm

statute, and therefore Rule 4(k)(1)(A) of the Federal Rules of Civil procedure. 42 Pa. Cons. Stat.

§ 5322 (a) provides in pertinent part: “A tribunal of this Commonwealth may exercise personal

jurisdiction over a person ... as to a cause of action or other matter arising from such person: (1)

Transacting any business in this Commonwealth. Without excluding other acts which may

constitute transacting business for the purpose of this paragraph: (ii) The doing of a single act in

this Commonwealth for the purpose of thereby realizing pecuniary benefit ... (3) Causing harm or

tortious injury by an act or omission in this Commonwealth. (4) Causing harm or tortious injury

by an act or omission outside this Commonwealth ... (10) Committing any violation within the

jurisdiction of the Commonwealth of any statute, home rule charter, local ordinance or resolution,

or rule or regulation promulgated thereunder by any government unit or of any order of court or

other government unit.”  Defendants are subject to jurisdiction under the Pennsylvania long-arm

statute because, upon information and belief, Defendants have committed the intentional tort of

copyright infringement in Pennsylvania by displaying Plaintiff’s Works in Pennsylvania, accepted

orders from Pennsylvania residents, shipped infringing products into Pennsylvania, and collected

Pennsylvania sales tax on such orders.

9. By virtue of the civil conspiracy claim in Count II of this Complaint, the 

Pennsylvania contacts of each Defendant are imputed to every other Defendant because, upon 

information and belief, each Defendant was aware of, or should have been aware of, the actions of 

the other co-conspirators. 

10. By virtue of the civil conspiracy claim in Count II of this Complaint and the 

allegations of coordinated actions by Defendants, Plaintiff’s claims against Defendants arise out 

of the same series of transactions and occurrences.  
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11. Venue is proper in this Court pursuant to 28 U.S.C. § 1391: Defendants do not

reside in the United States and are subject to venue in any district. Further, Defendants solicit

business from this Judicial District and, upon information and belief, conduct and transact

significant business in this Judicial District.

INTRODUCTION

12. Plaintiff, Gary Hall, is the owner of several federal copyright registrations that

protect the creative content of Plaintiff’s images. The copyrights each protect one of many works

of art by Gary Hall, a professional artist for over 25 years. After earning a bachelor's degree in

Illustration & Animation, Hall began his career as a Graphic Designer and Illustrator for National

Galleries & Museums Merseyside in 1999. He later transitioned into the video game industry,

where he became the Art UI/UX Director at Activision before launching his own merchandise

business in 2014. Gary Hall derives significant profits from the sale and distribution of art prints

and licensed products.

13. This action has been filed by Plaintiff to combat online copyright infringers who

trade upon Plaintiff’s reputation, goodwill, and valuable copyrights by selling and/or offering for 

sale products in connection with Plaintiff’s images. In addition, the Defendants are selling

unauthorized products that are based on and derived from the copyrighted subject matter of

Plaintiff’s images.

14. Plaintiff is the owner of United States Copyright Registration Nos. VA 2-454-527,

VA 2-458-781, VA 2-456-814, VA 2-456-822, VA 2-456-895, VA 2-456-893, VA 2-456-820,

VA 2-456-818, VA 2-456-811, VA 2-456-827, VA 2-456-824, and VA 2-456-826 (the “Plaintiff’s 

Works”). These registrations are valid, subsisting, and in full force and effect. True and correct

copies of the registration certificates for the Plaintiff’s Works are attached hereto as Exhibit 1.
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Upon information and belief, the copyrights have effective dates that predate the Defendants’ acts 

of copyright infringement.

15. In an effort to illegally profit from the creative content of the Plaintiff’s Works, 

Defendants have created numerous Defendant Merchant Storefronts and designed them to appear

to be selling authorized Plaintiff’s Works.

16. The Defendant Merchant Storefronts share unique identifiers, such as design

elements and similarities of the unauthorized products offered for sale, establishing a logical

relationship between them and suggesting that Defendants’ illegal operations arise out of the same

transaction, occurrence, or series of transactions or occurrences. Defendants attempt to avoid

liability by going to great lengths to conceal both their identities and the full scope and

interworking of their illegal operation. Plaintiff is forced to file this action to combat Defendants’ 

piracy of the Plaintiff’s Works. Plaintiff has suffered, and continues to suffer, irreparable harm due

to the loss of control over the quality and creative content of Plaintiff’s valuable copyrighted

works, as well as damage to Plaintiff’s reputation, goodwill, and ability to license as a result of

Defendants’ actions. Accordingly, Plaintiff seeks injunctive and monetary relief.

17. The rise of online retailing, coupled with the ability of e-commerce sites to hide

their identities, has made it nearly impossible for policing actions to be undertaken by Plaintiff

because taking advantage of takedown procedures to remove infringing products would be an

ineffective and endless game of whack-a-mole against the mass piracy that is occurring over the

internet. Sadly, a swarm of infringers have decided to trade upon Plaintiff’s reputation, goodwill, 

and valuable copyrights by selling and/or offering for sale products in connection with Plaintiff’s 

images. The aggregated effect of the mass piracy that is taking place has overwhelmed Plaintiff
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and Plaintiff's ability to police Plaintiff's rights against the dozens of anonymous defendants who

are selling illegal infringing products at prices well below an original.

18. To be able to offer the infringing products at a price substantially below the cost of

original, while still being able to turn a profit after absorbing the cost of manufacturing, advertising,

and shipping requires an economy of scale only achievable through a cooperative effort throughout

the supply chain. As Homeland Security’s recent report confirms, infringers act in concert through 

coordinated supply chains and distribution networks to unfairly compete with legitimate brand

owners while generating huge profits for the illegal pirating network:

Historically, many counterfeits were distributed through swap meets and individual
sellers located on street corners. Today, counterfeits are being trafficked through
vast e-commerce supply chains in concert with marketing, sales, and distribution
networks. The ability of e-commerce platforms to aggregate information and
reduce transportation and search costs for consumers provides a big
advantage over brick-and-mortar retailers. Because of this, sellers on digital
platforms have consumer visibility well beyond the seller’s natural 
geographical sales area.

. . .
Selling counterfeit and pirated goods through e-commerce is a highly profitable
activity: production costs are low, millions of potential customers are available
online, transactions are convenient, and listing on well-branded e-commerce
platforms provides an air of legitimacy.

. . .
The impact of counterfeit and pirated goods is broader than just unfair competition.
Law enforcement officials have uncovered intricate links between the sale of
counterfeit goods and transnational organized crime. A study by the Better
Business Bureau notes that the financial operations supporting counterfeit
goods typically require central coordination, making these activities attractive
for organized crime, with groups such as the Mafia and the Japanese Yakuza
heavily involved. Criminal organizations use coerced and child labor to
manufacture and sell counterfeit goods. In some cases, the proceeds from
counterfeit sales may be supporting terrorism and dictatorships throughout the
world.

See Department of Homeland Security, Combating Trafficking in Counterfeit and Pirated Goods,

Jan. 24, 2020, (https://www.dhs.gov/publication/combating-trafficking-counterfeit-and-pirated-

goods), at 10, 19 (emphasis added) attached hereto as Exhibit 2.
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19. The Defendant Merchant Storefronts share unique identifiers, such as design

elements and similarities of the unauthorized products offered for sale, establishing a logical

relationship between them and suggesting that Defendants’ illegal operations arise out of the same

transaction, occurrence, or series of transactions or occurrences. Defendants use aliases to avoid

liability by going to great lengths to conceal both their identities as well as the full scope and

interworking of their illegal network. Despite deterrents such as takedowns and other measures, the

use of aliases enables infringers to stymie authorities:

The scale of counterfeit activity online is evidenced as well by the significant efforts
e-commerce platforms themselves have had to undertake. A major e-commerce
platform reports that its proactive efforts prevented over 1 million suspected bad
actors from publishing a single product for sale through its platform and blocked
over 3 billion suspected counterfeit listings from being published to their
marketplace. Despite efforts such as these, private sector actions have not been
sufficient to prevent the importation and sale of a wide variety and large volume of
counterfeit and pirated goods to the American public.

. . .
A counterfeiter seeking to distribute fake products will typically set up one or more
accounts on online third-party marketplaces. The ability to rapidly proliferate third-
party online marketplaces greatly complicates enforcement efforts, especially for
intellectual property rights holders. Rapid proliferation also allows counterfeiters
to hop from one profile to the next even if the original site is taken down or blocked.
On these sites, online counterfeiters can misrepresent products by posting pictures
of authentic goods while simultaneously selling and shipping counterfeit versions.

. . .
Not only can counterfeiters set up their virtual storefronts quickly and easily, but
they can also set up new virtual storefronts when their existing storefronts are shut
down by either law enforcement or through voluntary initiatives set up by other
stakeholders such as market platforms, advertisers, or payment processors.

Id. at 5, 11, 12.

20. Plaintiff has been and continues to be irreparably harmed through the loss of control

over Plaintiff’s reputation, goodwill, ability to license, and the quality of goods featuring the 

Plaintiff’s Works, as well as the devaluation of the exclusivity associated with Plaintiff’s art and 

professional reputation. The rise of eCommerce as a method of supplying goods to the public
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exposes brand holders and content creators that make significant investments in their products to

significant harm from counterfeiters:

Counterfeiting is no longer confined to street-corners and flea markets. The
problem has intensified to staggering levels, as shown by a recent Organization for
Economic Cooperation and Development (OECD) report, which details a 154
percent increase in counterfeits traded internationally — from $200 billion in 2005
to $509 billion in 2016. Similar information collected by the U.S. Department of
Homeland Security (DHS) between 2000 and 2018 shows that seizures of
infringing goods at U.S. borders have increased 10-fold, from 3,244 seizures per
year to 33,810.

…

The rise in consumer use of third-party marketplaces significantly increases the
risks and uncertainty for U.S. producers when creating new products. It is no longer
enough for a small business to develop a product with significant local consumer
demand and then use that revenue to grow the business regionally, nationally, and
internationally with the brand protection efforts expanding in step. Instead, with the
international scope of e-commerce platforms, once a small business exposes itself
to the benefits of placing products online — which creates a geographic scope far
greater than its more limited brand protection efforts can handle — it begins to face
increased foreign infringement threat.

. . .

Moreover, as costs to enter the online market have come down, such market entry
is happening earlier and earlier in the product cycle, further enhancing risk. If a new
product is a success, counterfeiters will attempt, often immediately, to outcompete
the original seller with lower-cost counterfeit and pirated versions while avoiding
the initial investment into research and design.

. . .

Counterfeiters have taken full advantage of the aura of authenticity and trust that
online platforms provide.While e-commerce has supported the launch of thousands
of legitimate businesses, their models have also enabled counterfeiters to easily
establish attractive “store-fronts” to compete with legitimate businesses. 

See Combating Trafficking in Counterfeit and Pirated Goods, Jan. 24, 2020, (Exhibit 2) at 4, 8,

11.

21. Not only are the creators and copyright owners harmed, the public is harmed as well:

The rapid growth of e-commerce has revolutionized the way goods are bought and
sold, allowing for counterfeit and pirated goods to flood our borders and penetrate
our communities and homes. Illicit goods trafficked to American consumers by e-
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commerce platforms and online third-party marketplaces threaten public health and
safety, as well as national security. This illicit activity impacts American innovation
and erodes the competitiveness of U.S. manufacturers and workers. The President’s 
historic memorandum provides a much warranted and long overdue call to action
in the U.S. Government’s fight against a massive form of illicit trade that is 
inflicting significant harm on American consumers and businesses. This illicit trade
must be stopped in its tracks.

Id. at 3, 4. (Underlining in original).

22. Plaintiff’s investigation shows that the telltale signs of an illegal piracy ring are

present in the instant action. The Defendant Merchant Storefronts share unique identifiers, such as

design elements and similarities of the infringing products offered for sale, establishing a logical

relationship between them and suggesting that Defendants’ illegal operations arise out of the same 

transaction, occurrence, or series of transactions or occurrences. Defendants attempt to avoid liability

by going to great lengths to conceal both their identities and the full scope and interworking of their

illegal piracy operation. Plaintiff is forced to file this action to combat Defendants’ infringement of 

the Plaintiff’s Works, as well as to protect unknowing consumers from purchasing unauthorized

reproductions of the Plaintiff’s Works over the internet.

THE PLAINTIFF

23. Plaintiff is the owner of the Copyright Registrations that protect the Plaintiff’s 

Works.

24. The copyrights protect works of art by Gary Hall. Hall’s art is inspired by vintage

cartoons, cult movies, horror films, heavy metal, comics, skateboarding, and tattoos. His work has

been featured on the album cover and merchandise of Dr Demento, on CDs, music videos, and

merchandise for Osaka Popstar, on the loading screens of the hugely popular Fortnite video game,

as well as on clothing merchandise for World of Warcraft. His art has also been showcased in the

published collection Sci Fi Art Now, and his tarot vintage cartoons were published as the Mystical
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Medleys Vintage Cartoon Tarot Deck and Poster Book. He has also collaborated with major

companies such as Disney, Sony, Sega, Microsoft, EA, and Activision. He is the only authorized

source of items bearing his copyrighted images (the “Plaintiff’s Works”).

25. Plaintiff has expended substantial time, money, and other resources developing,

advertising, and otherwise promoting his art, including the Plaintiff’s Works. Plaintiff has also

invested substantial time, money, and effort in building up and developing consumer awareness,

goodwill, and recognition in the Plaintiff’s Works. As a result, reproductions associated with

Plaintiff are recognized and exclusively associated by consumers, collectors, the public, and the

trade as works authorized by Plaintiff.

26. The success of the Plaintiff’s Works is due in large part to Plaintiff’s marketing,

promotional, and distribution efforts.

27. As a result of Plaintiff’s efforts, the quality of authorized reproductions, the

promotional efforts for Plaintiff's products and designs, press and media coverage, and social media

coverage, members of the public have become familiar with the Plaintiff’s Works and associate

them exclusively with Plaintiff.

28. Plaintiff has made efforts to protect Plaintiff's interests in and to the Plaintiff’s 

Works. No one other than Plaintiff and Plaintiff’s licensees are authorized to manufacture, import, 

export, advertise, create derivative works, offer for sale, or sell any goods utilizing the images of

Plaintiff’s Works without the express written permission of Plaintiff or Plaintiff’s representative.

29. Plaintiff is engaged in the business of distributing a variety of works throughout the

world, including within Pennsylvania. Plaintiff, either directly or indirectly, offers for sale and

sells Plaintiff’s Works within the Commonwealth of Pennsylvania, including via

https://www.neatoshop.com/artist/Nemons. Defendants, through the advertising, offering for sale,
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and sale of infringing versions of Plaintiff’s Works are directly and unfairly competing with 

Plaintiff’s economic interests in the Commonwealth of Pennsylvania and causing Plaintiff 

irreparable harm and damage within this jurisdiction.

30. Like many other artists, Plaintiff suffers ongoing daily and sustained violations of

Plaintiff’s copyrights at the hands of infringers, such as Defendants, who wrongfully display, 

reproduce, and infringe Plaintiff’s copyrighted works for the twin purposes of (i) duping and

confusing the consuming public and (ii) earning substantial profits across their e-commerce stores.

The natural and intended byproduct of Defendants’ combined actions is the erosion and destruction 

of the goodwill associated with Plaintiff’s name in Pennsylvania and brand and the destruction of 

the legitimate market sector in Pennsylvania in which Plaintiff operates. Defendants’ marketing and 

sales of their infringing products in Pennsylvania directly and adversely affects Plaintiff’s sales and

profits in Pennsylvania.

THE DEFENDANTS

31. Defendants are individuals and business entities who, upon information and belief,

reside in the People’s Republic of China or other foreign jurisdictions. Defendants conduct business 

throughout the United States, including within Pennsylvania and in this judicial district, through the

operation of the fully interactive commercial websites and online marketplaces operating under the

Defendant Merchant Storefronts. Each Defendant targets the United States, including Pennsylvania,

and has offered to sell and, on information and belief, has sold and continues to sell illegal

reproductions of the Plaintiff’s Works to consumers within the United States, including

Pennsylvania and in this judicial district.

32. Defendants directly engage in infringing the registered copyright in Plaintiff’s Works 

by advertising, offering for sale, and/or selling goods each bearing and/or using infringements of one
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or more of Plaintiff’s Works to consumers within Pennsylvania through e-commerce stores using, at

least, the Defendant Merchant Storefronts, as well as additional ecommerce store or seller

identification aliases not yet known to Plaintiff. Defendants have purposefully directed some portion

of their unlawful activities toward consumers in the Commonwealth of Pennsylvania through the

advertisement, offer to sell, sale, and/or shipment of infringing versions of Plaintiff’s works into 

Pennsylvania.

33. Defendants are using Plaintiff’s Works to drive Internet consumer traffic to their e-

commerce stores operating under the Defendant Merchant Storefronts, thereby decreasing the size

and value of Plaintiff’s legitimate Pennsylvania marketplace and intellectual property rights.

THE DEFENDANTS’ UNLAWFUL CONDUCT

34. The success of the Plaintiff’s Works has resulted in significant copying of the 

creative content protected by Plaintiff’s copyright registrations. Plaintiff has identified numerous 

fully interactive marketplace listings for infringement of Plaintiff’s Works on Amazon, Walmart,

Temu, and PayPal. Each Defendant targets consumers in the United States, including the

Commonwealth of Pennsylvania, and has offered to sell and, on information and belief, has sold

and continues to sell, infringing products that violate Plaintiff’s intellectual property rights in the 

Plaintiff’s Works to consumers within the United States, including the Commonwealth of

Pennsylvania.

35. Upon information and belief, Defendants facilitate sales by designing the

Defendant Merchant Storefronts so that they appear to unknowing consumers to be authorized

online retailers, outlet stores, or wholesalers selling genuine reproductions of the Plaintiff’s Works.

36. The Defendant Merchant Storefronts intentionally conceal their identities and the

full scope of their piracy operations in an effort to deter Plaintiff from learning Defendants’ true 
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identities and the exact interworking of Defendants’ illegal operations. Through their operation of 

the Defendant Merchant Storefronts, Defendants are directly and personally contributing to,

inducing, and engaging in the sale of Infringing Products as alleged, often times as partners, co-

conspirators, and/or suppliers. Upon information and belief, Defendants are an interrelated group

of infringers working in active concert to knowingly and willfully manufacture, import, distribute,

offer for sale, and sell Infringing Products.

37. Upon information and belief, at all times relevant hereto, the Defendants in this

action have had full knowledge of Plaintiff’s ownership of the Plaintiff’s Works, including

Plaintiff's exclusive right to use and license such intellectual property and the goodwill associated

therewith.

38. Defendants often go to great lengths to conceal their identities by often using multiple

fictitious names and addresses to register and operate their massive network of Defendant Merchant

Storefronts. Upon information and belief, Defendants regularly create new websites and online

marketplace accounts onAmazon,Walmart, Temu, and PayPal using the identities listed in Schedule

A to the Complaint, as well as other unknown fictitious names and addresses. Such Defendant

Internet Store registration patterns are one of many common tactics used by the Defendants to

conceal their identities, the full scope and interworking of their massive pirating operation, and to

avoid being shut down.

39. The Infringing Products for sale in the Defendant Merchant Storefronts bear

similarities and indicia of being related to one another, suggesting that the Infringing Products were

manufactured by and come from a common source and that, upon information and belief, Defendants

are coordinating and working in concert to profit from Plaintiff’s protected intellectual property. 
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40. In addition to operating under multiple fictitious names, Defendants in this case and

defendants in other similar cases against online infringers use a variety of other common tactics to

evade enforcement efforts. For example, infringers like Defendants will often register new online

marketplace accounts under new aliases once they receive notice of a lawsuit. Infringers also typically

ship products in small quantities via international mail to minimize detection by U.S. Customs and

Border Protection. A 2021 U.S. Customs and Border Protection report on seizure statistics indicated

that e-commerce sales accounted for 13.3% of total retail sales with second quarter of 2021 retail e-

commerce sales estimated at $222.5 billion. U.S. Customs and Border Protection, Intellectual

Property Right Seizure Statistics, FY 2021

(https://www.cbp.gov/sites/default/files/assets/documents/2022-Sep/202994%20-

%20FY%202021%20IPR%20Seizure%20Statistics%20BOOK.5%20-

%20FINAL%20%28508%29.pdf) at 23. A true and correct copy of CBP’s FY 2021 report is attached

hereto as Exhibit 3. In FY 2021, there were 213 million express mail shipments and 94 million

international mail shipments. Id. Nearly 90 percent of all intellectual property seizures occur in the

international mail and express environments. Id. at 27. The “overwhelming volume of small packages 

also makes CBP’s ability to identify and interdict high risk packages difficult.” Id. at 23.

41. Further, infringers such asDefendants, typically operate multiple credit card merchant

accounts and third-party accounts, such as PayPal, Inc. (“PayPal”) accounts, behind layers of payment 

gateways so that they can continue operation in spite of Plaintiff’s enforcement efforts. Upon 

information and belief, Defendants maintain offshore bank accounts and regularly move funds from

their PayPal accounts to offshore bank accounts outside the jurisdiction of this Court. Indeed, analysis

of PayPal transaction logs from previous similar cases indicates that offshore infringers regularly
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move funds from U.S.-based PayPal accounts to foreign-based bank accounts, such as China-based

bank accounts, outside the jurisdiction of this Court.

42. Defendants, without any authorization or license, have knowingly and willfully

pirated Plaintiff’s Works in connection with the advertisement, distribution, offering for sale, and

sale of illegal products into the United States and Pennsylvania over the internet. Each Defendant

Internet Store offers shipping to the United States, including Pennsylvania, and, on information

and belief, each Defendant has displayed Plaintiff’s Works, has offered to sell, and has actually 

sold Infringing Products into the United States, including Pennsylvania.

43. Each Defendant was, and is currently, offering for sale and selling the Infringing

Products to the consuming public via Defendants’ online storefronts using their Seller IDs. 

Defendants provide shipping, have actually shipped, and/or stand ready, willing, and able to ship

the Infringing Products to customers located within Pennsylvania. Each Defendant has also

infringed the copyright in Plaintiff’s Works within Pennsylvania by displaying Plaintiff’s work 

within Pennsylvania.

COUNT I

COPYRIGHT INFRINGEMENT

44. Plaintiff repeats and incorporates by reference herein the allegations contained in

the above paragraphs of this Complaint.

45. The Plaintiff’s Works and authorized reproductions have significant value and have

been produced and created at considerable expense.

46. At all relevant times, Plaintiff has been the holder of the pertinent exclusive rights

infringed by Defendants, as alleged hereunder, including but not limited to the Plaintiff’s Works,

including derivative works. The Plaintiff’s Works are the subject of valid Copyright Registration

Certificates issued by the Register of Copyrights. (Exhibit 1).
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47. Each Defendant, without the permission or consent of Plaintiff, has sold and

continues to sell online pirated derivative works of the copyrighted Plaintiff’s Works. Each

Defendant has violated Plaintiff’s exclusive rights of reproduction and distribution. Each 

Defendant’s actions constitute infringement of Plaintiff’s exclusive rights protected under the 

Copyright Act (17 U.S.C. §101 et seq.).

48. The foregoing acts of infringement constitute a collective enterprise of shared,

overlapping facts and have been willful, intentional, and in disregard of and with indifference to

the rights of the Plaintiff.

49. As a result of each Defendant’s infringement of Plaintiff’s exclusive rights under 

copyright, Plaintiff is entitled to relief pursuant to 17 U.S.C. §504 and to Plaintiff’s attorneys’ fees 

and costs pursuant to 17 U.S.C. §505.

50. The conduct of each Defendant is causing and, unless enjoined and restrained by

this Court, will continue to cause Plaintiff great and irreparable injury that cannot fully be

compensated or measured in money. Plaintiff has no adequate remedy at law. Pursuant to 17 U.S.C.

§§502 and 503, Plaintiff is entitled to injunctive relief prohibiting each Defendant from further

infringing Plaintiff’s copyrights and ordering that each Defendant destroy all unauthorized copies.

COUNT II

CIVIL CONSPIRACY

51. Plaintiff repeats and adopts and incorporates by reference herein the allegations

contained in the above paragraphs of this Complaint.

52. Plaintiff is informed and believes and therefore alleges upon information and belief

that Defendants knowingly and voluntarily entered into a scheme and agreement to engage in a

combination of unlawful acts and misconduct including, without limitation, a concerted and
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collaborated effort to maintain the distribution, marketing, advertising, shipping, and sale of

products that bear Plaintiff’s copyrighted designs.

53. The intent, purpose, and objective of the conspiracy and the underlying

combination of unlawful acts and misconduct committed by the Defendants was to unfairly

compete against Plaintiff and to profit from Plaintiff’s intellectual property.

54. Each Defendant understood and accepted the foregoing scheme and agreed to do

its respective part to further accomplish the foregoing intent, purpose, and objective. Thus, by

entering into the conspiracy, each Defendant has deliberately, willfully, and maliciously permitted,

encouraged, and induced all of the foregoing unlawful acts and misconduct.

55. As a direct and proximate cause of the unlawful acts and misconduct undertaken

by each Defendant in furtherance of the conspiracy, Plaintiff has sustained, and unless each

Defendant is restrained and enjoined, will continue to sustain severe, immediate, and irreparable

harm, damage, and injury for which Plaintiff has no adequate remedy at law.

56. As a result of Defendants’ actions alleged herein, Plaintiff is entitled to injunctive 

relief, an order granting Plaintiff’s damages and Defendants’ profits stemming from their false 

advertisements, and exemplary or punitive damages for Defendants’ intentional misconduct. 

PRAYER FOR RELIEF

WHEREFORE, Plaintiff prays for judgment against Defendants as follows:

1) That Defendants, their affiliates, officers, agents, employees, attorneys, and all persons

acting for, with, by, through, under, or in active concert with them be temporarily, preliminarily,

and permanently enjoined and restrained from:

a. Using the Plaintiff’s Works or any reproductions, copies, or colorable imitations

thereof in any manner in connection with the distribution, marketing, advertising,
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offering for sale, or sale of any product that is not an authorized reproduction of the

Plaintiff’s Works or is not authorized by Plaintiff to be sold in connection with the

Plaintiff’s Works;

b. passing off, inducing, or enabling others to sell or pass off any product or not produced

under the authorization, control, or supervision of Plaintiff and approved by Plaintiff

for sale under the Plaintiff’s Works;

c. further infringing the Plaintiff’s Works and damaging Plaintiff’s goodwill;

d. shipping, delivering, holding for sale, transferring or otherwise moving, storing,

distributing, returning, or otherwise disposing of, in any manner, products or inventory

not authorized by Plaintiff to be sold or offered for sale, andwhich directly use the images

of the Plaintiff’s Works, and which are derived from Plaintiff’s copyrights in the 

Plaintiff’s Works; and

e. using, linking to, transferring, selling, exercising control over, or otherwise owning the

Defendant Merchant Storefronts, or any other online marketplace account that is being

used to sell products or inventory not authorized by Plaintiff which are derived from

Plaintiff’s copyrights in the Plaintiff’s Works;

2) Entry of an Order that, upon Plaintiff’s request, those in privity with Defendants and 

those with notice of the injunction, including any online marketplaces, social media platforms,

Facebook, YouTube, LinkedIn, Twitter, internet search engines such as Google, Bing, and Yahoo,

web hosts for the Defendant Merchant Storefronts, shall:

a. disable and cease providing services for any accounts through which Defendants

engage in the sale of products not authorized by Plaintiff which reproduce the Plaintiff’s 
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Works or are derived from the Plaintiff’s Works, including any accounts associated with

the Defendants listed on Schedule A;

b. disable and cease displaying any advertisements used by or associated with Defendants

in connection with the sale of products not authorized by Plaintiff which are derived

from the Plaintiff’s Works; and

c. take all steps necessary to prevent links to the Defendant accounts identified on

Schedule A from displaying in search results, including, but not limited to, removing

links to the Defendant accounts from any search index;

3) For Judgment in favor of Plaintiff against Defendants that they have: a) willfully

infringed Plaintiff’s rights in Plaintiff’s federally registered copyrights pursuant to 17 U.S.C. §501; 

and b) otherwise injured the business reputation and business of Plaintiff by Defendants’ acts and 

conduct set forth in this Complaint;

4) For Judgment in favor of Plaintiff against Defendants for actual damages or statutory

damages pursuant to 17 U.S.C. §504, at the election of Plaintiff, in an amount to be determined at

trial;

5) That Plaintiff be awarded Plaintiff’s reasonable attorneys’ fees and costs; 

6) That Plaintiff be awarded punitive damages; and

7) Award any and all other relief that this Court deems just and proper.
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DEMAND FOR JURY TRIAL

Plaintiff respectfully demands a trial by jury on all claims.

Respectfully submitted,

Dated: May 19, 2026 /s/ Stanley D. Ference III
Stanley D. Ference III
Pa. ID No. 59899
courts@ferencelaw.com

FERENCE & ASSOCIATES LLC
409 Broad Street
Pittsburgh, Pennsylvania 15143
(412) 741-8400 – Telephone
(412) 741-9292 – Facsimile

Attorneys for Plaintiff
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LIST OF EXHIBITS

Exhibit 1 Registration certificates for the Plaintiff’s Works

Exhibit 2 Department of Homeland Security, Combating Trafficking in Counterfeit and
Pirated Goods, Jan. 24, 2020 (https://www.dhs.gov/publication/combating-
trafficking-counterfeit-and-pirated-goods)

Exhibit 3 U.S. Customs and Border Protection, Intellectual Property Right Seizure
Statistics, FY 2021
(https://www.cbp.gov/sites/default/files/assets/documents/2022-Sep/202994%20-
%20FY%202021%20IPR%20Seizure%20Statistics%20BOOK.5%20-
%20FINAL%20%28508%29.pdf
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Schedule “A”

[This page is the subject of Plaintiff’s Motion to File Under Seal. As 
such, this page has been redacted in accordance with L.R. 5.4(b)(1)]
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7DEOH�RI�&RQWHQWV�
�

7DEOH�RI�&RQWHQWV��������������������������������������������������������������������������������������������������������������������������������
��� ([HF�WLYH�6�PPDU���������������������������������������������������������������������������������������������������������������������
��� ,QWURG�FWLRQ���������������������������������������������������������������������������������������������������������������������������������
��� 2YHUYLH��RI�&R�QWHUIHLW�DQG�3LUDWHG��RRGV�7UDIILFNLQJ����������������������������������������������������������
��� �HDOWK�DQG�6DIHW���(FRQRPLF��DQG�1DWLRQDO�6HF�ULW��5LVNV������������������������������������������������������
��� �R��(�&RPPHUFH�)DFLOLWDWHV�&R�QWHUIHLW�7UDIILFNLQJ��������������������������������������������������������������
��� 3ULYDWH�6HFWRU�2�WUHDFK�DQG�3�EOLF�&RPPHQW���������������������������������������������������������������������������
��� ,PPHGLDWH�$FWLRQ�E��'�6�DQG�5HFRPPHQGDWLRQV�IRU�WKH�86�����������������������������������������������
��� 3ULYDWH�6HFWRU�%HVW�3UDFWLFHV�����������������������������������������������������������������������������������������������������
��� &RQFO�VLRQV��������������������������������������������������������������������������������������������������������������������������������
������$SSHQGL[�$��7KH�,35�&HQWHU�����������������������������������������������������������������������������������������������������
���� $SSHQGL[�%��2QJRLQJ�&%3�$FWLYLWLHV�WR�&RPEDW�&R�QWHUIHLW�7UDIILFNLQJ�������������������������������
���� $SSHQGL[�&����RPHODQG�6HF�ULW��,QYHVWLJDWLRQV�����������������������������������������������������������������������
���� $SSHQGL[�'��8�6���RYHUQPHQW�(IIRUWV�������������������������������������������������������������������������������������
���� $SSHQGL[�(���OREDO�,QLWLDWLYHV��������������������������������������������������������������������������������������������������
���� 5HIHUHQFHV����������������������������������������������������������������������������������������������������������������������������������
�

�
�
�
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)RUH�RUG�0HVVD�H�IURP���H��F�L���6HFUH�DU��RI��RPHOD�G�6HF�UL���

7KH� UDSLG� JUR�WK� RI�H�FRPPHUFH� KDV� UHYRO�WLRQL]HG�WKH��D��
JRRGV�DUH�ER�JKW�DQG�VROG��DOOR�LQJ�IRU�FR�QWHUIHLW�DQG�SLUDWHG�
JRRGV�WR�IORRG�R�U�ERUGHUV�DQG�SHQHWUDWH�R�U�FRPP�QLWLHV�DQG�
KRPHV�� ,OOLFLW� JRRGV� WUDIILFNHG� WR�$PHULFDQ� FRQV�PHUV�E��H�
FRPPHUFH� SODWIRUPV� DQG� RQOLQH� WKLUG�SDUW�� PDUNHWSODFHV�
WKUHDWHQ�S�EOLF�KHDOWK�DQG�VDIHW���DV��HOO� DV� QDWLRQDO� VHF�ULW���
7KLV�LOOLFLW�DFWLYLW��LPSDFWV�$PHULFDQ�LQQRYDWLRQ�DQG�HURGHV�WKH�
FRPSHWLWLYHQHVV�RI�8�6��PDQ�IDFW�UHUV�DQG��RUNHUV���

&RQV�PHUV� P�VW� EH� FRQILGHQW� LQ� WKH� VDIHW��� T�DOLW��� DQG�
D�WKHQWLFLW�� RI� WKH� SURG�FWV� WKH�� S�UFKDVH� RQOLQH�� '�6� LV�
FRPPLWWHG�WR�FRPEDWLQJ�FR�QWHUIHLWHUV�DQG�SLUDWHV��LWK�WKH�KHOS�
RI� R�U� 8�6�� �RYHUQPHQW� SDUWQHUV� DQG� SULYDWH� VHFWRU�
VWDNHKROGHUV����KR�DUH�FULWLFDO�WR�KHOSLQJ�VHF�UH�V�SSO��FKDLQV�
WR�VWHP�WKH�WLGH�RI�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV���

�&RPEDWLQJ�7UDIILFNLQJ�LQ�&R�QWHUIHLW�DQG�3LUDWHG��RRGV���KDV�EHHQ�SUHSDUHG�E��WKH�8�6��
'HSDUWPHQW�RI��RPHODQG�6HF�ULW��V�2IILFH�RI�6WUDWHJ���3ROLF���DQG�3ODQV��7KH� UHSRUW��VHV�
DYDLODEOH� GDWD�� V�EVWDQWLDO� S�EOLF� LQS�W�� DQG� RWKHU� LQIRUPDWLRQ� WR� GHYHORS� D� GHHSHU�
�QGHUVWDQGLQJ� RI� KR�� H�FRPPHUFH� SODWIRUPV�� RQOLQH� WKLUG�SDUW��PDUNHWSODFHV�� DQG� RWKHU�
WKLUG�SDUW�� LQWHUPHGLDULHV� IDFLOLWDWH� WKH� LPSRUWDWLRQ� DQG� VDOH� RI� PDVVLYH� DPR�QWV� RI�
FR�QWHUIHLW� DQG� SLUDWHG� JRRGV�� 7KH� UHSRUW� LGHQWLILHV� DSSURSULDWH� DGPLQLVWUDWLYH�� VWDW�WRU���
UHJ�ODWRU���DQG�RWKHU�DFWLRQV��LQFO�GLQJ�HQKDQFHG�HQIRUFHPHQW�PHDV�UHV��PRGHUQL]DWLRQ�RI�
OHJDO�DQG�OLDELOLW��IUDPH�RUNV��DQG�EHVW�SUDFWLFHV�IRU�SULYDWH�VHFWRU�VWDNHKROGHUV��7KHVH�VWURQJ�
DFWLRQV� FDQ�EH� LPSOHPHQWHG� V�LIWO�� WR� V�EVWDQWLDOO�� UHG�FH� WUDIILFNLQJ� LQ� FR�QWHUIHLW� DQG�
SLUDWHG�JRRGV��KLOH�SURPRWLQJ�D�VDIHU�$PHULFD���

7KLV� UHSRUW� �DV� SUHSDUHG� S�UV�DQW� WR� 3UHVLGHQW� 'RQDOG� -�� 7U�PS�V� $SULO� ��� ������
0HPRUD�G�P�R��&RPEDWL�J�7UDIILFNL�J�L��&R��WHUIHLW�D�G�3LUDWHG��RRG���7KH�3UHVLGHQW�V�
KLVWRULF�PHPRUDQG�P�SURYLGHV�D�P�FK��DUUDQWHG�DQG�ORQJ�RYHUG�H�FDOO�WR�DFWLRQ�LQ�WKH�8�6��
�RYHUQPHQW�V�ILJKW�DJDLQVW�D�PDVVLYH�IRUP�RI�LOOLFLW�WUDGH�WKDW�LV�LQIOLFWLQJ�VLJQLILFDQW�KDUP�
RQ�$PHULFDQ�FRQV�PHUV�DQG�E�VLQHVVHV��7KLV�LOOLFLW�WUDGH�P�VW�EH�VWRSSHG�LQ�LWV�WUDFNV��

7KLV�UHSRUW��DV�SUHSDUHG�LQ�FRRUGLQDWLRQ��LWK�WKH�6HFUHWDULHV�RI�&RPPHUFH� DQG�6WDWH��WKH�
$WWRUQH�� �HQHUDO�� WKH� 2IILFH� RI� 0DQDJHPHQW� DQG� %�GJHW�� WKH� ,QWHOOHFW�DO� 3URSHUW��
(QIRUFHPHQW� &RRUGLQDWRU�� WKH� 8QLWHG� 6WDWHV� 7UDGH� 5HSUHVHQWDWLYH�� WKH� $VVLVWDQW� WR� WKH�
3UHVLGHQW�IRU�(FRQRPLF�3ROLF���WKH�$VVLVWDQW�WR�WKH�3UHVLGHQW�IRU�7UDGH�DQG�0DQ�IDFW�ULQJ�
3ROLF��� DQG��LWK�RWKHU� SDUWQHUV� LQ� WKH�8�6���RYHUQPHQW��7KH� UHSRUW� DOVR� EHQHILWWHG� IURP�
H[WHQVLYH�HQJDJHPHQW��LWK�WKH�SULYDWH�VHFWRU��

6LQFHUHO����
�
&KDG�:ROI�
$FWLQJ�6HFUHWDU����
8�6��'HSDUWPHQW�RI��RPHODQG�6HF�ULW��
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��� ([HF�WLYH�6�PPDU��
�

7KH�3UHVLGHQW�V�$SULO����������0HPRUD�G�P�R��&RPEDWL�J�7UDIILFNL�J�L��&R��WHUIHLW�D�G�3LUDWHG�
�RRG�� FDOOV� SURPSW� DWWHQWLRQ� WR� LOOLFLW� WUDGH� WKDW� HURGHV� 8�6�� HFRQRPLF� FRPSHWLWLYHQHVV� DQG�
FDWDO�]HV�FRPSR�QGLQJ�WKUHDWV�WR�QDWLRQDO�VHF�ULW��DQG�S�EOLF�VDIHW���
�
&R�QWHUIHLWLQJ� LV� QR� ORQJHU� FRQILQHG� WR� VWUHHW�FRUQHUV� DQG� IOHD� PDUNHWV�� 7KH� SUREOHP� KDV�
LQWHQVLILHG�WR�VWDJJHULQJ�OHYHOV��DV�VKR�Q�E��D�UHFHQW�2UJDQLVDWLRQ�IRU�(FRQRPLF�&RRSHUDWLRQ�DQG�
'HYHORSPHQW� �2(&'�� UHSRUW�� �KLFK� GHWDLOV� D� ���� SHUFHQW� LQFUHDVH� LQ� FR�QWHUIHLWV� WUDGHG�
LQWHUQDWLRQDOO����IURP������ELOOLRQ�LQ������WR������ELOOLRQ�LQ�������6LPLODU�LQIRUPDWLRQ�FROOHFWHG�
E��WKH�8�6��'HSDUWPHQW�RI��RPHODQG�6HF�ULW���'�6��EHW�HHQ������DQG������VKR�V�WKDW�VHL]�UHV�
RI�LQIULQJLQJ�JRRGV�DW�8�6��ERUGHUV�KDYH�LQFUHDVHG����IROG��IURP�������VHL]�UHV�SHU��HDU�WR����������
�
5HOHYDQW� WR� WKH� 3UHVLGHQW�V� LQT�LU�� LQWR� WKH� OLQNDJHV�EHW�HHQ� H�FRPPHUFH� DQG� FR�QWHUIHLWLQJ��
2(&'�UHSRUWV�WKDW��(�FRPPHUFH�SODWIRUPV�UHSUHVHQW�LGHDO�VWRUHIURQWV�IRU�FR�QWHUIHLWV�DQG�SURYLGH�
SR�HUI�O� SODWIRUP�V�� IRU� FR�QWHUIHLWHUV� DQG� SLUDWHV� WR� HQJDJH� ODUJH� Q�PEHUV� RI� SRWHQWLDO�
FRQV�PHUV���� 6LPLODUO��� WKH� 8�6�� �RYHUQPHQW� $FFR�QWDELOLW�� 2IILFH� ��$2�� IR�QG� WKDW� H�
FRPPHUFH�KDV�FRQWULE�WHG� WR�D� VKLIW� LQ� WKH� VDOH�RI�FR�QWHUIHLW�JRRGV� LQ� WKH�8QLWHG� 6WDWHV���LWK�
FRQV�PHUV�LQFUHDVLQJO��S�UFKDVLQJ�JRRGV�RQOLQH�DQG�FR�QWHUIHLWHUV�SURG�FLQJ�D��LGHU�YDULHW��RI�
JRRGV�WKDW�PD��EH�VROG�RQ��HEVLWHV�DORQJVLGH�D�WKHQWLF�SURG�FWV��
�
5HVSRQGHQWV�WR�WKH�-�O������������)HGHUDO�5HJLVWHU�1RWLFH�LVV�HG�E��WKH�'HSDUWPHQW�RI�&RPPHUFH�
HFKRHG�WKHVH�REVHUYDWLRQV����3HUKDSV�PRVW�QRWDEO���WKH�,QWHUQDWLRQDO�$QWL�&R�QWHUIHLWLQJ�&RDOLWLRQ�
�,$&&��UHSRUWV�WKDW�WKH�WUDIILFNLQJ�RI�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV�LQ�H�FRPPHUFH�LV�D�WRS�SULRULW��
IRU�HYHU��VHFWRU�RI�LWV�PHPEHUVKLS���FRPSULVHG�RI�PRUH�WKDQ�����FRUSRUDWLRQV��LQFO�GLQJ�PDQ��
RI�WKH��RUOG�V�EHVW�NQR�Q�EUDQGV� LQ� WKH�DSSDUHO��D�WRPRWLYH��HOHFWURQLFV��HQWHUWDLQPHQW��O�[�U��
JRRGV��SKDUPDFH�WLFDO��SHUVRQDO�FDUH�DQG�VRIW�DUH�VHFWRUV���7KH�,$&&�V�EPLVVLRQ�JRHV�RQ�WR�VD���
�

�FUR��� HYHU�� �HFWRU� RI� W�H� ,�&&��� PHPEHU��LS�� W�H� �HHG� WR� DGGUH��� W�H�
WUDIILFNL�J�RI�FR��WHUIHLW�D�G�SLUDWHG�JRRG��L��H�FRPPHUFH��D��EHH��FLWHG�D��D�
WRS� SULRULW��� 7�H� YD�W� DPR��W�� RI� UH�R�UFH�� R�U� PHPEHU�� P��W� GHGLFDWH� WR�
H���UL�J�W�H��DIHW��D�G�YLWDOLW��RI�W�H�R�OL�H�PDUNHWSODFH��EHDU��R�W�W�H�WU�W��RI�
W�H�L���H��LJ�OLJ�WHG�E��3HWHU�1DYDUUR�����L�WD�W�WR�W�H�3UH�LGH�W�IRU�7UDGH�D�G�
0D��IDFW�UL�J� 3ROLF��� L�� �L�� �SULO� ��� �����2S�(G� SLHFH� L�� 7�H� :DOO� �WUHHW�
-R�U�DO���W�DW�W�H��DOH�RI�FR��WHUIHLW�EUD�G��DPH�JRRG��SUH�H�W��D�SHUYD�LYH�D�G�
HYHU�JUR�L�J�W�UHDW� L�� W�H�R�OL�H��SDFH��2�H� ,�&&�PHPEHU�UHSRUWHG�PDNL�J�

�������������������������������������������������
��2(&'����������RYHU�D�FH�)UDPH�RUN��WR�&R��WHU�,OOLFLW�7UDGH��,OOLFLW�7UDGH��2(&'�3�EOLVKLQJ��
3DULV��KWWSV���GRL�RUJ�����������������������HQ��
��8QGHU�)HGHUDO�5HJLVWHU�1RWLFH�����)5���������WKH�'HSDUWPHQW�RI�&RPPHUFH�VR�JKW��FRPPHQWV�IURP�LQWHOOHFW�DO�SURSHUW��
ULJKWV�KROGHUV��RQOLQH�WKLUG�SDUW��PDUNHWSODFHV�DQG�RWKHU�WKLUG�SDUW��LQWHUPHGLDULHV��DQG�RWKHU�SULYDWH�VHFWRU�VWDNHKROGHUV�RQ�WKH�
VWDWH�RI�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV�WUDIILFNLQJ�WKUR�JK�RQOLQH�WKLUG�SDUW��PDUNHWSODFHV�DQG�UHFRPPHQGDWLRQV�IRU�F�UELQJ�WKH�
WUDIILFNLQJ�LQ�V�FK�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV���

�
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���GUHG��RI�L�YH�WLJDWLYH�R�OL�H�WH�W�S�UF�D�H��RYHU�W�H�SD�W��HDU���LW��D��HDUO��
������FFH��I�OO��UH��OWL�J�L��W�H�UHFHLSW�RI�D�FR��WHUIHLW�LWHP���

�
7KH�VFDOH�RI�FR�QWHUIHLW�DFWLYLW��RQOLQH�LV�HYLGHQFHG�DV��HOO�E��WKH�VLJQLILFDQW�HIIRUWV�H�FRPPHUFH�
SODWIRUPV� WKHPVHOYHV� KDYH� KDG� WR� �QGHUWDNH�� $� PDMRU� H�FRPPHUFH� SODWIRUP� UHSRUWV� WKDW� LWV�
SURDFWLYH�HIIRUWV�SUHYHQWHG�RYHU���PLOOLRQ�V�VSHFWHG�EDG�DFWRUV�IURP�S�EOLVKLQJ�D�VLQJOH�SURG�FW�
IRU�VDOH�WKUR�JK�LWV�SODWIRUP�DQG�EORFNHG�RYHU���ELOOLRQ�V�VSHFWHG�FR�QWHUIHLW�OLVWLQJV�IURP�EHLQJ�
S�EOLVKHG�WR�WKHLU�PDUNHWSODFH��'HVSLWH�HIIRUWV�V�FK�DV�WKHVH��SULYDWH�VHFWRU�DFWLRQV�KDYH�QRW�EHHQ�
V�IILFLHQW�WR�SUHYHQW�WKH�LPSRUWDWLRQ�DQG�VDOH�RI�D��LGH�YDULHW��DQG�ODUJH�YRO�PH�RI�FR�QWHUIHLW�DQG�
SLUDWHG�JRRGV�WR�WKH�$PHULFDQ�S�EOLF���
�
7KH�SURMHFWHG�JUR�WK�RI�H�FRPPHUFH�I�HOV�PR�QWLQJ�IHDUV�WKDW�WKH�VFDOH�RI�WKH�SUREOHP��LOO�RQO��
LQFUHDVH��HVSHFLDOO���QGHU�D�E�VLQHVV�DV��V�DO�VFHQDULR��&RQVHT�HQWO���DQ�HIIHFWLYH�DQG�PHDQLQJI�O�
UHVSRQVH�WR�WKH�3UHVLGHQW�V�PHPRUDQG�P�LV�D�PDWWHU�RI�QDWLRQDO�LPSRUW��
�

�FWLR�V�WR�EH�7DNH��E����6�D�G�WKH�8�6���R�HU�PH�W�

�
'HVSLWH�S�EOLF�DQG�SULYDWH�HIIRUWV�WR�GDWH��WKH�RQOLQH�DYDLODELOLW��RI�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV�
FRQWLQ�HV� WR�LQFUHDVH��6WURQJ�JRYHUQPHQW�DFWLRQ�LV�QHFHVVDU��WR�I�QGDPHQWDOO��UHDOLJQ� LQFHQWLYH�
VWU�FW�UHV�DQG�WKHUHE��HQFR�UDJH�WKH�SULYDWH�VHFWRU�WR�LQFUHDVH�VHOI�SROLFLQJ�HIIRUWV�DQG�IRF�V�PRUH�
LQQRYDWLRQ�DQG�H[SHUWLVH�RQ�WKLV�YLWDO�SUREOHP��7KHUHIRUH��'�6��LOO�LPPHGLDWHO���QGHUWDNH�WKH�
IROOR�LQJ�DFWLRQV�DQG�PDNH�UHFRPPHQGDWLRQV�IRU�RWKHU�GHSDUWPHQWV�DQG�DJHQFLHV�WR�FRPEDW�WKH�
WUDIILFNLQJ�RI�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV���
�

�����������������������������������������������������h���������������

��� (�V�UH�(��L�LHV��L���)L�D�FLDO�,��HUHV�V�L��,PSRU�V��HDU�5HVSR�VLELOL���

��� ,�FUHDVH�6FU��L���RI�6HF�LR������(��LUR�PH���

��� 6�VSH�G�D�G��HEDU�5HSHD��2IIH�GHUV���F����DL�V��1R���RPSOLD���,��HU�D�LR�DO�3RV�V�

��� �SSO���L�LO�)L�HV��3H�DO�LHV�D�G�,�M��F�L�H��F�LR�V�IRU�9LROD�L�H�,PSRU�HG�3URG�F�V�

��� /H�HUD�H��G�D�FH�(OHF�UR�LF��D�D�IRU�0DLO�0RGH�
��� ���L��R���HUIHL�L����R�VRU�L�P��R�,GH��LI��2�OL�H�1HIDULR�V��F�RUV����7,21��3OD��

��� ��DO��H�(�IRUFHPH���5HVR�UFHV�

��� �UHD�H�0RGHU�L�HG�(��RPPHUFH�(�IRUFHPH���)UDPH�RUN�

��� �VVHVV��R��ULE��RU��7UDGHPDUN�,�IUL��HPH���/LDELOL���IRU�3OD�IRUPV�

����5H�(�DPL�H���H�/H�DO�)UDPH�RUN�6�UUR��GL���1R��5HVLGH���,PSRU�HUV�

����(V�DEOLV��D�1D�LR�DO��R�V�PHU���DUH�HVV��DPSDL����

�
�

�
�

�������������������������������������������������
��,QWHUQDWLRQDO�$QWL�&R�QWHUIHLWLQJ�&RDOLWLRQ�V�FRPPHQWV�PDGH�RQ�WKH�'HSDUWPHQW�RI�&RPPHUFH��,QWHUQDWLRQDO�7UDGH�
$GPLQLVWUDWLRQ��2IILFH�RI�,QWHOOHFW�DO�3URSHUW��5LJKWV���5HSRUW�RQ�WKH�6WDWH�RI�&R�QWHUIHLW�DQG�3LUDWHG��RRGV�7UDIILFNLQJ�
5HFRPPHQGDWLRQV�����-�O��������3RVWHG�RQ���$�J�VW�������KWWSV�������UHJ�ODWLRQV�JRY�GRF�PHQW�' '2&����������������



�

��

�HVW�3UDFWLFHV�IRU����RPPHUFH�3ODWIRUPV�D�G�7KLUG�3DUW��

0DUNHWSODFHV�

�
�RYHUQPHQW�DFWLRQ�DORQH�LV�QRW�HQR�JK�WR�EULQJ�DER�W�WKH�QHHGHG�SDUDGLJP�VKLIW�DQG��OWLPDWHO��
VWHP�WKH�WLGH�RI�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV��$OO�UHOHYDQW�SULYDWH�VHFWRU�VWDNHKROGHUV�KDYH�FULWLFDO�
UROHV�WR�SOD��DQG�P�VW�DGRSW�LGHQWLILHG�EHVW�SUDFWLFHV���KLOH�UHGR�EOLQJ�HIIRUWV�WR�SROLFH�WKHLU�R�Q�
E�VLQHVVHV�DQG�V�SSO��FKDLQV���
�
:KLOH�WKH�8�6��EULFN�DQG�PRUWDU�UHWDLO�VWRUH�HFRQRP��KDV�D��HOO�GHYHORSHG�UHJLPH�IRU�OLFHQVLQJ��
PRQLWRULQJ�� DQG� RWKHU�LVH� HQV�ULQJ� WKH� SURWHFWLRQV� RI� LQWHOOHFW�DO� SURSHUW�� ULJKWV� �,35��� D�
FRPSDUDEOH� UHJLPH� LV� ODUJHO�� QRQ�H[LVWHQW� IRU� LQWHUQDWLRQDO� H�FRPPHUFH� VHOOHUV��7KH� IROOR�LQJ�
WDEOH�FDWDORJV�D�VHW�RI�KLJK�SULRULW���EHVW�SUDFWLFHV��WKDW�VKDOO�EH�FRPP�QLFDWHG�WR�DOO�UHOHYDQW�SULYDWH�
VHFWRU�VWDNHKROGHUV�E��WKH�1DWLRQDO�,QWHOOHFW�DO�3URSHUW��5LJKWV�&RRUGLQDWLRQ�&HQWHU��,W�VKDOO�EH�WKH�
&HQWHU�V�G�W��WR�PRQLWRU�DQG�UHSRUW�RQ�WKH�DGRSWLRQ�RI�WKHVH�EHVW�SUDFWLFHV��LWKLQ�WKH�VFRSH�RI�WKH�
OHJDO�D�WKRULW��RI�'�6�DQG�WKH�)HGHUDO�JRYHUQPHQW����

�
)RUHPRVW� DPRQJ� WKHVH�EHVW�SUDFWLFHV� LV� WKH� LGHD� WKDW� H�FRPPHUFH�SODWIRUPV��RQOLQH�WKLUG�SDUW��
PDUNHWSODFHV�� DQG� RWKHU� WKLUG�SDUW�� LQWHUPHGLDULHV� V�FK� DV� F�VWRPV� EURNHUV� DQG� H[SUHVV�
FRQVLJQPHQW� FDUULHUV� P�VW� WDNH� D� PRUH� DFWLYH� UROH� LQ� PRQLWRULQJ�� GHWHFWLQJ�� DQG� SUHYHQWLQJ�
WUDIILFNLQJ�LQ�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV��
�
�

� �

��������������������������������������������d�����������D������������

��� �RPSUH�H�VL�H��7HUPV�RI�6HU�LFH����UHHPH��V�

��� 6L��LILFD��O��(��D�FHG�9H��L���RI�7�LUG�3DU���6HOOHUV�

��� /LPL�D�LR�V�R���L���5LVN�3URG�F�V�

��� 5DSLG�1R�LFH�D�G�7DNHGR���3URFHG�UHV�

��� (��D�FHG�3RV���LVFR�HU���F�LR�V�

��� ,�GHP�L���5HT�LUHPH��V�IRU�)RUHL���6HOOHUV�

��� �OHDU�7UD�VDF�LR�V�7�UR�����D�NV���D���RPSO���L���8�6��(�IRUFHPH���5HT�HV�V�IRU�

,�IRUPD�LR���5),��

��� 3UH�6DOH�,GH��LILFD�LR��RI�7�LUG�3DU���6HOOHUV�

��� (V�DEOLV��0DUNH�SODFH�6HOOHU�,��

�����OHDUO��,GH��LILDEOH��R���U��RI�2UL�L���LVFORV�UHV�
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��

��� ,QWURG�FWLRQ�
�
(�FRPPHUFH�SODWIRUP��UHSUH�H�W�LGHDO��WRUHIUR�W��IRU�FR��WHUIHLW��D�G�SURYLGH�
SR�HUI�O�SODWIRUP����IRU�FR��WHUIHLWHU��D�G�SLUDWH��WR�H�JDJH�ODUJH���PEHU��RI�
SRWH�WLDO�FR���PHU����

��2U�D�LVD�LR��IRU�(FR�RPLF��RRSHUD�LR��D�G��H�HORSPH����
�
7KH�UDSLG�JUR�WK�RI�H�FRPPHUFH�SODWIRUPV��I�UWKHU�FDWDO�]HG�E��WKLUG�SDUW��RQOLQH�PDUNHWSODFHV�
FRQQHFWHG�WR�WKH�SODWIRUPV��KDV�UHYRO�WLRQL]HG�WKH��D��SURG�FWV�DUH�ER�JKW�DQG�VROG���2QOLQH�WKLUG�
SDUW��PDUNHWSODFH��PHDQV�DQ���HE�EDVHG�SODWIRUP�WKDW� LQFO�GHV� IHDW�UHV�SULPDULO��GHVLJQHG�IRU�
DUUDQJLQJ� WKH�VDOH��S�UFKDVH��SD�PHQW��RU�VKLSSLQJ�RI�JRRGV��RU� WKDW�HQDEOHV�VHOOHUV�QRW�GLUHFWO��
DIILOLDWHG��LWK�DQ�RSHUDWRU�RI� V�FK�SODWIRUPV�WR�VHOO�SK�VLFDO�JRRGV�WR�FRQV�PHUV�ORFDWHG� LQ� WKH�
8QLWHG�6WDWHV��
�
,Q�WKH�8QLWHG�6WDWHV��H�FRPPHUFH��HDU�RYHU��HDU�UHWDLO�VDOHV�JUH��E�������SHUFHQW�LQ�WKH� VHFRQG�
T�DUWHU�RI�������KLOH� WRWDO�UHWDLO� VDOHV�LQFUHDVHG�E�� RQO������SHUFHQW�DV�EULFN�DQG�PRUWDU� UHWDLO�
FRQWLQ�HG�LWV�UHODWLYH�GHFOLQH����)RU�H[DPSOH��$PD]RQ�UHSRUWV�WKLUG�SDUW��VDOHV�RQ�LWV�PDUNHWSODFH�
JUH��IURP������PLOOLRQ�LQ������WR������ELOOLR��LQ��������,Q������DORQH��:DOPDUW�H[SHULHQFHG�DQ�
H�FRPPHUFH�VDOHV�LQFUHDVH�RI����SHUFHQW����
�
&R�QWHUIHLWV�WKUHDWHQ�QDWLRQDO�VHF�ULW��DQG�S�EOLF�VDIHW��GLUHFWO���KHQ�LQWURG�FHG�LQWR�JRYHUQPHQW�
DQG�FULWLFDO�LQIUDVWU�FW�UH�V�SSO��FKDLQV��DQG�LQGLUHFWO��LI��VHG�WR�JHQHUDWH�UHYHQ�H�IRU�WUDQVQDWLRQDO�
FULPLQDO� RUJDQL]DWLRQV�� &R�QWHUIHLWV� DOVR� SRVH� ULVNV� WR� K�PDQ� KHDOWK� DQG� VDIHW��� HURGH� 8�6��
HFRQRPLF�FRPSHWLWLYHQHVV�DQG�GLPLQLVK�WKH�UHS�WDWLRQV�DQG�WU�VW�RUWKLQHVV�RI�8�6��SURG�FWV�DQG�
SURG�FHUV��$FURVV�DOO�VHFWRUV�RI�WKH�HFRQRP���FR�QWHUIHLW�JRRGV��QIDLUO��FRPSHWH��LWK�OHJLWLPDWH�
SURG�FWV�DQG�UHG�FH�WKH�LQFHQWLYHV�WR�LQQRYDWH��ERWK�LQ�WKH�8QLWHG�6WDWHV�DQG�DEURDG���
�
:KLOH� WKH� H[SDQVLRQ� RI� H�FRPPHUFH�KDV� OHG� WR� JUHDWHU� WUDGH� IDFLOLWDWLRQ�� LWV� RYHUDOO� JUR�WK��
HVSHFLDOO�� WKH� JUR�WK� RI� FHUWDLQ� UHODWHG� E�VLQHVV�PRGHOV�KDV� IDFLOLWDWHG� RQOLQH� WUDIILFNLQJ� LQ�
FR�QWHUIHLW�DQG�SLUDWHG�JRRGV��$PHULFDQ�FRQV�PHUV�VKRSSLQJ�RQ�H�FRPPHUFH�SODWIRUPV�DQG�RQOLQH�
WKLUG�SDUW��PDUNHWSODFHV�QR�� IDFH�D� VLJQLILFDQW�ULVN�RI�S�UFKDVLQJ�FR�QWHUIHLW�RU�SLUDWHG�JRRGV��
7KLV�ULVN�FRQWLQ�HV�WR�ULVH�GHVSLWH�F�UUHQW�HIIRUWV�DFURVV�H�FRPPHUFH�V�SSO��FKDLQV�WR�UHG�FH�V�FK�
WUDIILFNLQJ��
�

�������������������������������������������������
��2(&'����������RYHU�D�FH�)UDPH�RUN��WR�&R��WHU�,OOLFLW�7UDGH��,OOLFLW�7UDGH��2(&'�3�EOLVKLQJ��
3DULV��KWWSV���GRL�RUJ�����������������������HQ��
��'HSDUWPHQW�RI�&RPPHUFH��8�6��&HQV�V�%�UHD���(FRQRPLF�,QGLFDWRUV�'LYLVLRQ���4�DUWHUO��5HWDLO�(�&RPPHUFH�6DOHV��QG�
4�DUWHU�����������$�J�VW�������KWWSV��������FHQV�V�JRY�UHWDLO�UHOHDVHV�KLVWRULFDO�HFRPP���T��SGI��
��-HII�%H]RV��������/HWWHU�WR�6KDUHKROGHUV���7�H��PD]R��%ORJ�����$SULO�������KWWSV���EORJ�DER�WDPD]RQ�FRP�FRPSDQ��
QH�V������OHWWHU�WR�VKDUHKROGHUV�
��1RWH��:DOPDUW�GRHV�QRW�VHSDUDWH�R�W�WKH�SHUFHQWDJH�RI�WKLUG�SDUW��YHQGRU�VDOHV��0RUH�LQIRUPDWLRQ�FDQ�EH�IR�QG���HUH��-DLV�DO��
$EKLVKHN����HWWLQJ�6WDUWHG�6HOOLQJ�RQ�:DOPDUW�LQ�������$Q�,QVLGHU�V���LGH�WR�6�FFHVV���%LJ&RPPHUFH��
KWWSV�������ELJFRPPHUFH�FRP�EORJ�VHOOLQJ�RQ��DOPDUW�PDUNHWSODFH��PLOOHQQLDOV�DUH�WKH�GULYHUV�RI�OHJDF��EUDQG�FKDQJH�
LQFO�GLQJ��DOPDUW���HH�DO�R���:DOPDUW�0DUNHWSODFH��)UHT�HQWO��$VNHG�4�HVWLRQV���:DOPDUW��
KWWSV���PDUNHWSODFH��DOPDUW�FRP�UHVR�UFHV�����������������HGI���E��ED���

�
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��

7KH�2(&'�UHSRUWV� LQWHUQDWLRQDO�WUDGH�LQ�FR�QWHUIHLW� DQG�SLUDWHG�JRRGV�DPR�QWHG�WR�DV�P�FK�DV�
�����ELOOLRQ�LQ�������7KLV�UHSUHVHQWV�D�����SHUFHQW� LQFUHDVH�IURP������DV�D�SURSRUWLRQ�RI��RUOG�
WUDGH��)URP�������WKUR�JK�������VHL]�UHV�RI�LQIULQJLQJ�JRRGV�E��WKH�8�6��&�VWRPV�DQG�%RUGHU�
3URWHFWLRQ��&%3��DQG�8�6��,PPLJUDWLRQ�DQG�&�VWRPV�(QIRUFHPHQW��,&(��LQFUHDVHG�IURP�������WR�
������� �KLOH� WKH� GRPHVWLF� YDO�H� RI� VHL]HG� PHUFKDQGLVH� �� DV� PHDV�UHG� E�� PDQ�IDFW�UHU�V�
V�JJHVWHG�UHWDLO�SULFH�RI�WKH�OHJLWLPDWH�JRRG��0653����LQFUHDVHG�IURP�����PLOOLRQ�LQ������ WR�
�����ELOOLRQ�LQ��������
��
7KH� ULVH� LQ� FRQV�PHU� �VH� RI� WKLUG�SDUW�� PDUNHWSODFHV� VLJQLILFDQWO�� LQFUHDVHV� WKH� ULVNV� DQG�
�QFHUWDLQW�� IRU�8�6��SURG�FHUV��KHQ�FUHDWLQJ�QH��SURG�FWV�� ,W� LV�QR�ORQJHU� HQR�JK�IRU�D�VPDOO�
E�VLQHVV�WR�GHYHORS�D�SURG�FW��LWK�VLJQLILFDQW�ORFDO�FRQV�PHU�GHPDQG�DQG�WKHQ��VH�WKDW�UHYHQ�H�
WR�JUR��WKH�E�VLQHVV�UHJLRQDOO���QDWLRQDOO���DQG�LQWHUQDWLRQDOO���LWK�WKH�EUDQG�SURWHFWLRQ�HIIRUWV�
H[SDQGLQJ� LQ�VWHS�� ,QVWHDG���LWK� WKH� LQWHUQDWLRQDO�VFRSH�RI�H�FRPPHUFH�SODWIRUPV��RQFH�D�VPDOO�
E�VLQHVV�H[SRVHV�LWVHOI�WR�WKH�EHQHILWV�RI�SODFLQJ�SURG�FWV�RQOLQH����KLFK�FUHDWHV�D�JHRJUDSKLF�
VFRSH�IDU�JUHDWHU� WKDQ� LWV�PRUH� OLPLWHG�EUDQG�SURWHFWLRQ�HIIRUWV�FDQ�KDQGOH��� LW�EHJLQV�WR� IDFH�
LQFUHDVHG�IRUHLJQ�LQIULQJHPHQW�WKUHDW���
�
0RUHRYHU��DV�FRVWV�WR�HQWHU�WKH�RQOLQH�PDUNHW�KDYH�FRPH�GR�Q��V�FK�PDUNHW�HQWU��LV�KDSSHQLQJ�
HDUOLHU� DQG� HDUOLHU� LQ� WKH� SURG�FW� F�FOH�� I�UWKHU� HQKDQFLQJ� ULVN�� ,I� D� QH�� SURG�FW� LV� D� V�FFHVV��
FR�QWHUIHLWHUV��LOO�DWWHPSW��RIWHQ� LPPHGLDWHO���WR�R�WFRPSHWH�WKH�RULJLQDO�VHOOHU��LWK�OR�HU�FRVW�
FR�QWHUIHLW�DQG�SLUDWHG�YHUVLRQV��KLOH�DYRLGLQJ�WKH�LQLWLDO�LQYHVWPHQW�LQWR�UHVHDUFK�DQG�GHVLJQ���
�
,Q� RWKHU� �RUGV�� RQ� WKHVH� SODWIRUPV�� WKH� FR�QWHUIHLW� DQG� SLUDWHG� JRRGV� FRPSHWH� �QIDLUO�� DQG�
IUD�G�OHQWO��DJDLQVW� WKH�JHQ�LQH�LWHPV��:KLOH�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV�KDYH�EHHQ� VROG� IRU�
�HDUV�RQ�VWUHHW�FRUQHUV��DOOH�V��DQG�IURP�WKH�WU�QNV�RI�FDUV��WKHVH�LOOLFLW�JRRGV�DUH�QR��PDUNHWHG�WR�
FRQV�PHUV�LQ�WKHLU�KRPHV�WKUR�JK�LQFUHDVLQJO��PDLQVWUHDP�H�FRPPHUFH�SODWIRUPV�DQG�WKLUG�SDUW��
RQOLQH�PDUNHWSODFHV�WKDW�FRQYH��DQ�DLU�RI�OHJLWLPDF���
�
:LWK�WKH� ULVH�RI�H�FRPPHUFH��WKH�SUREOHP�RI�FR�QWHUIHLW�WUDIILFNLQJ�KDV� LQWHQVLILHG��7KH�2(&'�
GRF�PHQWV�D�����SHUFHQW�LQFUHDVH�LQ�FR�QWHUIHLWV�WUDGHG�LQWHUQDWLRQDOO���IURP������ELOOLRQ�LQ������
WR������ELOOLRQ�LQ���������'DWD�FROOHFWHG�E��&%3�EHW�HHQ������DQG������VKR�V�WKDW�VHL]�UHV�RI�
LQIULQJLQJ�JRRGV�DW�8�6��ERUGHUV��P�FK�RI�LW�WUDIILFNHG�WKUR�JK�H�FRPPHUFH��KDV�LQFUHDVHG�WHQ�IROG���
2YHU����SHUFHQW�RI�WKH�FRQWUDEDQG�VHL]HG�E��&%3�DUULYHG�IURP�&KLQD�DQG��RQJ�.RQJ��7KHVH�KLJK�
UDWHV�RI�VHL]�UHV�DUH�FRQVLVWHQW��LWK�D�NH��2(&'�ILQGLQJ���
�

&R��WHUIHLW� D�G� SLUDWHG� SURG�FW�� FRPH� IURP� PD��� HFR�RPLH��� �LW�� &�L�D�
DSSHDUL�J�D�� W�H� �L�JOH� ODUJH�W�SURG�FL�J�PDUNHW��7�H�H� LOOHJDO�SURG�FW��DUH�
IUHT�H�WO��IR��G�L��D�UD�JH�RI�L�G��WULH���IURP�O�[�U��LWHP���H�J��ID��LR��DSSDUHO�
RU�GHO�[H��DWF�H����YLD�L�WHUPHGLDU��SURG�FW�����F��D��PDF�L�H����SDUH�SDUW��RU�

�������������������������������������������������
�����������������������������������������������������z�������/����������������������������������
�������������������������������������������������������������������/������������������z�����������
���2(&'�(8,32���������7UDGH�LQ�&R�QWHUIHLW�DQG�3LUDWHG��RRGV��0DSSLQJ�WKH�(FRQRPLF�,PSDFW��2(&'�3�EOLVKLQJ��3DULV���
KWWSV�������RHFG�LOLEUDU��RUJ�GRFVHUYHU���������������
HQ�SGI�H[SLUHV �����������LG LG�DFFQDPH LG�����FKHFNV�P ���%)���'�(�����($)�(�(')�)������

�
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F�HPLFDO���WR�FR���PHU�JRRG��W�DW��DYH�D��LPSDFW�R��SHU�R�DO��HDOW��D�G��DIHW��
���F��D��S�DUPDFH�WLFDO���IRRG�D�G�GUL�N��PHGLFDO�HT�LSPH�W��RU�WR��������

�

2SHUDWLR��0H�D��OH��

�
,Q�������LQ�UHVSRQVH�WR�WKH�DODUPLQJO��KLJK�UDWHV�RI�FRQWUDEDQG��QFRYHUHG�E��'�6�DQG�D�UHT�HVW�
IURP� WKH� :KLWH� �R�VH� 2IILFH� RI� 7UDGH� DQG� 0DQ�IDFW�ULQJ� 3ROLF�� �2703��� &%3� LQLWLDWHG�
2SHUDWLRQ�0HJD�)OH[��7KLV�RSHUDWLRQ��VHV�HQKDQFHG�LQVSHFWLRQ�DQG�PRQLWRULQJ�HIIRUWV�WR�LGHQWLI��
KLJK�ULVN�YLRODWRUV� WKDW� DUH� VKLSSLQJ� DQG�UHFHLYLQJ� LOOLFLW� FRQWUDEDQG� WKUR�JK� LQWHUQDWLRQDO�PDLO�
IDFLOLWLHV�DQG�H[SUHVV�FRQVLJQPHQW�K�EV���
�
7KH� SHULRGLF��EOLW]�RSHUDWLRQV��FRQG�FWHG��QGHU�WKH�D�VSLFHV�RI�2SHUDWLRQ�0HJD�)OH[�H[DPLQH�
WKR�VDQGV�RI�SDUFHOV� IURP�&KLQD�DQG��RQJ�.RQJ�DQG�FDUHI�OO��FDWDORJ�WKH�UDQJH�RI�FRQWUDEDQG�
VHL]HG��7R�GDWH��V�FK�RSHUDWLRQV�KDYH�LQFO�GHG�YLVLWV�WR�VHYHQ�RI�&%3�V�LQWHUQDWLRQDO�PDLO�IDFLOLWLHV�
DQG�IR�U�H[SUHVV�FRQVLJQPHQW�K�EV�DQG�WKH�FRPSOHWLRQ�RI�RYHU��������DGGLWLRQDO�LQVSHFWLRQV��7KH�
IROOR�LQJ�WDEOH�V�PPDUL]HV�WKH�ILQGLQJV�RI�WKUHH�0HJD�)OH[�EOLW]HV�FRQG�FWHG�EHW�HHQ�-�O��DQG�
6HSWHPEHU�RI��������
�

���������������������D����&�����������
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6R�UFH��8�6����V�RPV�D�G��RUGHU�3UR�HF�LR����

�
$PRQJ�WKH�GLVFUHSDQFLHV��QFRYHUHG�E��2SHUDWLRQ�0HJD�)OH[��HUH�������VKLSPHQWV�RI�FR�QWHUIHLW�
SURG�FWV��7KHVH�FR�QWHUIHLWV�UDQJH�IURP�IDNH�QDPH�EUDQG�LWHPV��OLNH�/R�LV�9�LWWRQ�EDJV�WR�VSRUWV�
HT�LSPHQW�PDGH��LWK�ID�OW��SDUWV��2WKHU�FRQWUDEDQG�LQFO�GHG�GU�J�SDUDSKHUQDOLD��GHDGO��RSLRLGV��
DQG�FR�QWHUIHLW�GULYHUV��OLFHQVHV���� ,Q�DOO��FR�QWHUIHLWV� FRQVWLW�WHG�PRUH� WKDQ�RQH�RI� HYHU��WKUHH�
GLVFUHSDQFLHV��QFRYHUHG�E��LQVSHFWRUV�����

�������������������������������������������������
���2(&'�(8,32���������7UDGH�LQ�&R�QWHUIHLW�DQG�3LUDWHG��RRGV��0DSSLQJ�WKH�(FRQRPLF�,PSDFW��2(&'�3�EOLVKLQJ��3DULV���
KWWSV�������RHFG�LOLEUDU��RUJ�GRFVHUYHU���������������
HQ�SGI�H[SLUHV �����������LG LG�DFFQDPH LG�����FKHFNV�P ���%)���'�(�����($)�(�(')�)������
��2UHQ�)OLHJHOPDQ���0DGH�LQ�&KLQD��)DNH�,'V���7�H�1H���RUN�7LPH�����)HEU�DU��������
KWWSV�������Q�WLPHV�FRP������������HG�FDWLRQ�HGOLIH�IDNH�LGV�RU��K���R�OG�D�VW�GHQW�RUGHU�D�WHD�VHW�KWPO�
���$PRQJ�WKH�QHDU�������GLVFUHSDQFLHV������RI�WKHP��HUH�DJULF�OW�UDO�YLRODWLRQV��V�FK�DV�EDG�PHDW��IU�LW��RU�SURG�FH���QVDIH�IRU�
WKH�$PHULFDQ�FRQV�PHU��7KHVH�DJULF�OW�UDO�GLVFUHSDQFLHV�DUH�GDQJHUR�V�WR�WKH�8QLWHG�6WDWHV�EHFD�VH�WKH��PD��FRQWDLQ�GLVHDVHV�
RU�SHVWV�WKDW�FDQ�JUHDWO��LPSDFW�DJULF�OW�UH��)RU�H[DPSOH��RQ�2FWREHU�����������&%3�VHL]HG�QHDUO������SR�QGV�RI�PLWWHQ�FUDEV�
IURP�DQ�LQFRPLQJ�&KLQHVH�IUHLJKW��,Q�$VLD��PLWWHQ�FUDEV�DUH�FRQVLGHUHG�D�VHDVRQDO�GHOLFDF���KR�HYHU��WKH��KDYH�D�GLVDVWUR�V�
LPSDFW�RQ�RWKHU�JOREDO�KDELWDWV�DQG�DUH�ODEHOHG�DV�DQ�LQYDVLYH�VSHFLHV��6HH��'HSDUWPHQW�RI��RPHODQG�6HF�ULW���8�6��&�VWRPV�DQG�
%RUGHU�3URWHFWLRQ���&%3�3UHYHQWV�6P�JJOLQJ�RI�1HDUO������3R�QGV�RI�,QYDVLYH�0LWWHQ�&UDEV������2FWREHU�������
KWWSV�������FES�JRY�QH�VURRP�QDWLRQDO�PHGLD�UHOHDVH�FES�SUHYHQWV�VP�JJOLQJ�QHDUO������SR�QGV�LQYDVLYH�PLWWHQ�FUDEV��
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�
$�WKRULWLHV�DOVR�VHL]HG�����FRQWUROOHG�RU�SURKLELWHG�V�EVWDQFHV��LQFO�GLQJ��UHFUHDWLRQDO�GU�JV�OLNH�
/6'�� FRFDLQH��'07�� HFVWDV���PDULM�DQD��P�VKURRPV�� DQG� SRSS�� SRGV� DV��HOO� DV� VWHURLGV� DQG�
KLJKO��DGGLFWLYH�SDLQNLOOHUV�OLNH�7UDPDGRO���
�
,W�LV�QRW�M�VW�D�ULVH�LQ�WKH�YRO�PH�RI�FR�QWHUIHLWV��H�DUH��LWQHVVLQJ���$2�QRWHV�WKDW�FR�QWHUIHLWHUV�
DUH� LQFUHDVLQJO�� SURG�FLQJ� D���LGHU� YDULHW�� RI� JRRGV� WKDW� PD�� EH� VROG�RQ��HEVLWHV� DORQJVLGH�
D�WKHQWLF�SURG�FWV�����
�
'�6�ILQGV�WKH�F�UUHQW�VWDWH�RI�H�FRPPHUFH�WR�EH�DQ�LQWROHUDEOH�DQG�GDQJHUR�V�VLW�DWLRQ�WKDW�P�VW�
EH�DGGUHVVHG�ILUPO��DQG�V�LIWO��E��VWURQJ�DFWLRQV��LWKLQ�WKH�'HSDUWPHQW�DQG�DFURVV�RWKHU�UHOHYDQW�
DJHQFLHV�RI�WKH�8�6���RYHUQPHQW��86����7KHVH�LQFO�GH��7KH�)HGHUDO�%�UHD��RI�,QYHVWLJDWLRQ�DQG�
WKH�'HSDUWPHQW�RI�-�VWLFH��WKH�'HSDUWPHQW�RI�&RPPHUFH��DQG�WKH�'HSDUWPHQW�RI�WKH�7UHDV�U���7KLV�
UHSRUW�SURYLGHV�D�EO�HSULQW�IRU�V�LIW�DQG�FRQVWU�FWLYH�FKDQJHV�DQG�VHWV�IRUWK�VHYHUDO� DFWLRQV�IRU�
LPPHGLDWH�LPSOHPHQWDWLRQ���
�

��� 2YHUYLH��RI�&R�QWHUIHLW�DQG�3LUDWHG��RRGV�
7UDIILFNLQJ�

�
:KLOH�PRVW�H�FRPPHUFH�WUDQVDFWLRQV�LQYROYH�OHJLWLPDWH�VHOOHUV�DQG�SURG�FWV��IDU�WRR�PDQ��LQYROYH�
WKH�WUDIILFNLQJ�RI�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV�DQG�H[SRVH�OHJLWLPDWH�E�VLQHVVHV�DQG�FRQV�PHUV�
WR� V�EVWDQWLDO� ULVNV�� 7KLV� LV� D� JOREDO� SKHQRPHQRQ�� WKH� 2(&'� UHSRUWV� LQWHUQDWLRQDO� WUDGH� LQ�
FR�QWHUIHLW�DQG�SLUDWHG�JRRGV�DPR�QWHG�WR�DV�P�FK�DV�KDOI�D�WULOOLRQ�GROODUV�LQ���������
�
.H���UL�HUV�RI ��R��WHUIHLWL���D�G�3LUDF��L�����RPPHUFH�

�
�LVWRULFDOO���PDQ��FR�QWHUIHLWV��HUH�GLVWULE�WHG�WKUR�JK�V�DS�PHHWV�DQG�LQGLYLG�DO�VHOOHUV�ORFDWHG�
RQ�VWUHHW�FRUQHUV��7RGD���FR�QWHUIHLWV�DUH�EHLQJ�WUDIILFNHG�WKUR�JK�YDVW�H�FRPPHUFH�V�SSO��FKDLQV�
LQ�FRQFHUW��LWK�PDUNHWLQJ��VDOHV��DQG�GLVWULE�WLRQ�QHW�RUNV��7KH�DELOLW��RI�H�FRPPHUFH�SODWIRUPV�
WR�DJJUHJDWH�LQIRUPDWLRQ�DQG�UHG�FH�WUDQVSRUWDWLRQ�DQG�VHDUFK�FRVWV�IRU�FRQV�PHUV�SURYLGHV�D�ELJ�
DGYDQWDJH� RYHU� EULFN�DQG�PRUWDU� UHWDLOHUV�� %HFD�VH� RI� WKLV�� VHOOHUV� RQ� GLJLWDO� SODWIRUPV� KDYH�
FRQV�PHU�YLVLELOLW���HOO�EH�RQG�WKH�VHOOHU�V�QDW�UDO�JHRJUDSKLFDO�VDOHV�DUHD���
�
6HOOLQJ� FR�QWHUIHLW� DQG� SLUDWHG� JRRGV� WKUR�JK� H�FRPPHUFH� LV� D� KLJKO�� SURILWDEOH� DFWLYLW���
SURG�FWLRQ�FRVWV� DUH� OR���PLOOLRQV�RI�SRWHQWLDO�F�VWRPHUV� DUH� DYDLODEOH�RQOLQH�� WUDQVDFWLRQV� DUH�
FRQYHQLHQW�� DQG� OLVWLQJ� RQ��HOO�EUDQGHG� H�FRPPHUFH� SODWIRUPV� SURYLGHV� DQ� DLU� RI� OHJLWLPDF���

�������������������������������������������������
2WKHU�GLVFUHSDQFLHV�IR�QG�E��&%3�LQ�WKH�EOLW]�RSHUDWLRQV�LQFO�GHG�����HDSRQ�PRGLILFDWLRQV�DQG�J�Q�SDUWV����RFF�UUHQFHV�RI�GU�J�
SDUDSKHUQDOLD��DQG���SLOO�SUHVVHV��)RU�I�OO�V�PPDU��RI�ILQGLQJV��VHH��'HSDUWPHQW�RI��RPHODQG�6HF�ULW���8�6��&�VWRPV�DQG�%RUGHU�
3URWHFWLRQ��2SHUDWLRQ�0HJD�)OH[�,��,,�DQG�,,,�6�PPDULHV��������
��8�6���RYHUQPHQW�$FFR�QWDELOLW��2IILFH�5HSRUW�WR�WKH�&KDLUPDQ��&RPPLWWHH�RQ�)LQDQFH��8�6��6HQDWH��,�WHOOHFW�DO�3URSHUW���
�JH�FLH��&D��,PSURYH�(IIRUW��WR��GGUH����L�N��3R�HG�E��&�D�JL�J�&R��WHUIHLW��0DUNHW���$2���������:DVKLQJWRQ��'&��
�RYHUQPHQW�$FFR�QWDELOLW��2IILFH��-DQ�DU��������KWWSV�������JDR�JRY�DVVHWV������������SGI��
��6HH�2(&'��7UHQGV�LQ�7UDGH�LQ�&R�QWHUIHLW�DQG�3LUDWHG��RRGV��0DUFK��������DYDLODEOH�DW�
KWWSV�������RHFG�RUJ�JRYHUQDQFH�ULVN�WUHQGV�LQ�WUDGH�LQ�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV�J�J�I����HQ�KWP�
��6HH�3DUNHU�HW�DO�������
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:KHQ�VHOOHUV�RI�LOOLFLW�JRRGV�DUH� LQ�DQRWKHU�FR�QWU���WKH��DUH� ODUJHO��R�WVLGH�WKH�M�ULVGLFWLRQ� IRU�
FULPLQDO�SURVHF�WLRQ�RU�FLYLO�OLDELOLW��IURP�8�6��OD��HQIRUFHPHQW�DQG�SULYDWH�SDUWLHV��
�
7�H��ROH�RI�2�OL�H�7�LUG�3DUW��0DUNHWSODFH��
�
7KLUG�SDUW�� RQOLQH� PDUNHWSODFHV� FDQ� T�LFNO�� DQG� HDVLO�� HVWDEOLVK� DWWUDFWLYH� �VWRUH�IURQWV�� WR�
FRPSHWH��LWK�OHJLWLPDWH�E�VLQHVVHV��2Q�VRPH�SODWIRUPV��OLWWOH�LGHQWLI�LQJ�LQIRUPDWLRQ�LV�QHFHVVDU��
WR�EHJLQ�VHOOLQJ���
�
$�FR�QWHUIHLWHU�VHHNLQJ�WR�GLVWULE�WH�IDNH�SURG�FWV��LOO�W�SLFDOO��VHW��S�RQH�RU�PRUH�DFFR�QWV�RQ�
RQOLQH�WKLUG�SDUW��PDUNHWSODFHV��7KH�DELOLW��WR�UDSLGO��SUROLIHUDWH�WKLUG�SDUW��RQOLQH�PDUNHWSODFHV�
JUHDWO��FRPSOLFDWHV�HQIRUFHPHQW�HIIRUWV��HVSHFLDOO��IRU�LQWHOOHFW�DO�SURSHUW��ULJKWV�KROGHUV��5DSLG�
SUROLIHUDWLRQ�DOVR�DOOR�V�FR�QWHUIHLWHUV�WR�KRS�IURP�RQH�SURILOH�WR�WKH�QH[W�HYHQ�LI�WKH�RULJLQDO�VLWH�
LV� WDNHQ� GR�Q� RU� EORFNHG�� 2Q� WKHVH� VLWHV�� RQOLQH� FR�QWHUIHLWHUV� FDQ�PLVUHSUHVHQW� SURG�FWV� E��
SRVWLQJ�SLFW�UHV�RI�D�WKHQWLF�JRRGV��KLOH�VLP�OWDQHR�VO��VHOOLQJ�DQG�VKLSSLQJ�FR�QWHUIHLW�YHUVLRQV���
�
&R�QWHUIHLWHUV�KDYH�WDNHQ�I�OO�DGYDQWDJH�RI�WKH�D�UD�RI�D�WKHQWLFLW��DQG�WU�VW�WKDW�RQOLQH�SODWIRUPV�
SURYLGH��:KLOH�H�FRPPHUFH�KDV�V�SSRUWHG�WKH�OD�QFK�RI�WKR�VDQGV�RI�OHJLWLPDWH�E�VLQHVVHV��WKHLU�
PRGHOV�KDYH�DOVR�HQDEOHG�FR�QWHUIHLWHUV� WR� HDVLO��HVWDEOLVK� DWWUDFWLYH��VWRUH�IURQWV�� WR�FRPSHWH�
�LWK�OHJLWLPDWH�E�VLQHVVHV���
�
3ODWIRUPV��VH�WKHLU�WKLUG�SDUW��PDUNHWSODFH�I�QFWLRQV�WR�OHYHUDJH��W�R�VLGHG��QHW�RUN�HIIHFWV�WR�
LQFUHDVH�SURILWDELOLW��IRU�WKH�SODWIRUP�E��DGGLQJ�ERWK�PRUH�VHOOHUV�DQG�PRUH�E��HUV��%HFD�VH�VHOOHUV�
EHQHILW��LWK�HDFK�DGGLWLRQDO�E��HU��VLQJ�WKH�SODWIRUP��PRUH�FRQV�PHUV�WR�VHOO�WR���DQG�E��HUV�DUH�
PRUH�OLNHO��WR�MRLQ��VH�WKH�SODWIRUP��LWK�HDFK�DGGLWLRQDO�VHOOHU��PRUH�VHOOHUV�WR�E���IURP���WKHUH�
FDQ�EH�GLPLQLVKHG�LQWHUQDO�UHVLVWDQFH�WR�DGGLQJ�OR�HU�T�DOLW��VHOOHUV���
�
3ODWIRUPV�WKDW�UHFRJQL]H�WKLV� VWUDWHJ��PD�� LQFHQWLYL]H�VHOOHU� OLVWLQJV�WR�VWLP�ODWH�I�UWKHU�JUR�WK�
DQG� LQFUHDVH�SURILWV�E�W�GR� VR��LWKR�W�DGHT�DWH�VFU�WLQ���$V�M�VW�RQH�LQFHQWLYH��PDQ��SODWIRUPV�
FUHDWH��IULFWLRQOHVV�HQWU���E��UHG�FLQJ�WKH�FRVWV�IRU�VHOOHUV�DQG�E��HUV�WR�MRLQ��WKHUHE��LQFUHDVLQJ�
WKH�OLNHOLKRRG�WKDW�WKH�SODWIRUP��LOO�UHDFK�DQ�HIILFLHQW�DQG�KLJKO��SURILWDEOH�VFDOH�� �
�
3ODWIRUPV�DOVR�JHQHUDWH�YDO�H�E��RSHQLQJ�SUHYLR�VO���Q�VHG��RU�OHVV�IUHT�HQWO���VHG��PDUNHWV��,Q�
DGGLWLRQ�� RQOLQH� SODWIRUPV� UHG�FH� WUDQVDFWLRQ� FRVWV� E�� VWUHDPOLQLQJ� WKH� DFW�DO� WUDQVDFWLRQ�� IRU�
H[DPSOH��E��HUV�DQG�VHOOHUV��VH�D�VWDQGDUGL]HG�WUDQVDFWLRQ�PHWKRG�WKDW�VLPSOLILHV�LQWHUDFWLRQV��LWK�
E��HUV�DQG�UHG�FHV�WKH�ULVN�WKDW�WKH�E��HU��LOO�QRW�SD����
�
)RU�H[DPSOH��EHIRUH�WKH�ULVH�RI�H�FRPPHUFH��VHFRQGKDQG�SURG�FWV�FR�OG�EH�VROG�DW�JDUDJH�VDOHV�RU�
LQ�FODVVLILHG�QH�VSDSHU�DGYHUWLVHPHQWV��(�FRPPHUFH�FUHDWHG�D�SURFHVV� IRU�DOOR�LQJ�E��HUV�DQG�
VHOOHUV�WR�WUDGH�JRRGV�GLJLWDOO���UHG�FLQJ�WUDQVDFWLRQ�FRVWV�DQG�FUHDWLQJ�D�JOREDO�PDUNHWSODFH�IRU�
�VHG��E�W�WRR�RIWHQ�FR�QWHUIHLW��SURG�FWV���
�
$QRWKHU��D��SODWIRUPV�JHQHUDWH�YDO�H�LV�E��DJJUHJDWLQJ�LQIRUPDWLRQ�DQG�UHG�FLQJ�VHDUFK�FRVWV��$�
E��HU�PD��VHDUFK�IRU�D�SURG�FW��HLWKHU�E��NH��RUG�RU�SURG�FW�FDWHJRU���DW�OR�HU�VHDUFK�FRVW�WKDQ�
YLVLWLQJ� EULFN�DQG�PRUWDU� VWRUHV�� %HFD�VH� RI� WKLV�� VHOOHUV� RQ� GLJLWDO� SODWIRUPV� KDYH� FRQV�PHU�
YLVLELOLW���HOO�EH�RQG�WKH�VHOOHU�V�QDW�UDO�JHRJUDSKLFDO�VDOHV�DUHD���
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�
,Q�DGGLWLRQ��FRQV�PHUV��KR�KDYH�PDGH�D�S�UFKDVH�PD���VH�WRROV�SURYLGHG�E��WKH�PDUNHWSODFH�WR�
UDWH�WKH�SURG�FW�DQG�WKH�VHOOHU�LQYROYHG��7KHVH�UDWLQJV�FUHDWH�DQ�LPSRUWDQW�PHFKDQLVP�WR�IDFLOLWDWH�
I�W�UH�FRQV�PHU�WU�VW�LQ�DQ�RWKHU�LVH��QNQR�Q�VHOOHU���
�
,Q�SULQFLSOH��V�FK�D�UDWLQJ�V�VWHP�SURYLGHV�D�NH��WR�RYHUFRPLQJ�D�FRPPRQ�HFRQRPLF�SUREOHP�WKDW�
PLJKW�RWKHU�LVH�SUHFO�GH�VDOHV���LWKR�W�D�OR��FRVW�WU�VW�E�LOGLQJ�IHDW�UH�WKDW�DOVR�FRPP�QLFDWHV�
T�DOLW���DQG�LQ�D�PDUNHW��LWK�VLJQLILFDQW�Q�PEHUV�RI�OR��T�DOLW��SURG�FWV��E��HUV�PD��UHI�VH�WR�
S�UFKDVH�DQ��SURG�FW�DW�DOO��RU��R�OG�GHPDQG�D�OR�HU�SULFH�WR�UHIOHFW�WKH��QFHUWDLQW���2QH�IUHT�HQW�
UHV�OW� LV� WKDW� OR�� FRVW� FR�QWHUIHLWV� GULYH� R�W� KLJK� T�DOLW��� WU�VWHG� EUDQGV� IURP� WKH� RQOLQH�
PDUNHWSODFH�� ,Q� SUDFWLFH��HYHQ� WKH�UDWLQJV� V�VWHPV� DFURVV�SODWIRUPV�KDYH� EHHQ�JDPHG�� DQG� WKH�
SUROLIHUDWLRQ�RI�IDNH�UHYLH�V�DQG�FR�QWHUIHLW�JRRGV�RQ�WKLUG�SDUW��PDUNHWSODFHV�QR��WKUHDWHQV�WKH�
WU�VW�PHFKDQLVP�LWVHOI����
�
�R�HU��WDUW�S�D�G�3URG�FWLR��&R�W��
�
7KH�UHODWLYH�HDVH�RI�VHWWLQJ��S�DQG�PDLQWDLQLQJ�H�FRPPHUFH��HEVLWHV�PDNHV�RQOLQH�PDUNHWSODFHV�
D�SULPH�ORFDOH�IRU�WKH�UHWDLOLQJ�RI�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV��(�FRPPHUFH�UHWDLOHUV�HQMR��OR��
IL[HG�FRVWV�RI�VHWWLQJ��S�DQG�PDLQWDLQLQJ��HE�E�VLQHVVHV�DQG�OR�HU�FRVWV�IRU�FDUU�LQJ�R�W�QRUPDO�
E�VLQHVV�RSHUDWLRQV�V�FK�DV�PDQDJLQJ�PHUFKDQW�DFFR�QWV��7KHVH�YHQW�UHV�FDQ�EH�VHW��S�T�LFNO��
�LWKR�W�P�FK�VRSKLVWLFDWLRQ�RU�VSHFLDOL]HG�VNLOOV���
�
6RPH�RQOLQH�SODWIRUPV�DOOR��UHWDLOHUV�WR��VH�SUH�PDGH�WHPSODWHV�WR�FUHDWH�WKHLU�VWRUHV��KLOH�RWKHU�
SODWIRUPV�RQO��UHT�LUH�WKDW�D�VHOOHU�FUHDWH�DQ�DFFR�QW��7KHVH�E�VLQHVVHV�IDFH�P�FK�OR�HU�RYHUKHDG�
FRVWV�WKDQ�WUDGLWLRQDO�EULFN�DQG�PRUWDU�VHOOHUV�EHFD�VH�WKHUH�LV�QR�QHHG� WR� UHQW�UHWDLO� VSDFH�RU�WR�
KLUH� LQ�SHUVRQ�F�VWRPHU�IDFLQJ�VWDII��1RW�RQO��FDQ�FR�QWHUIHLWHUV� VHW��S�WKHLU�YLUW�DO� VWRUHIURQWV�
T�LFNO��DQG�HDVLO���E�W�WKH��FDQ�DOVR�VHW��S�QH��YLUW�DO�VWRUHIURQWV��KHQ�WKHLU�H[LVWLQJ�VWRUHIURQWV�
DUH� VK�W� GR�Q� E�� HLWKHU� OD�� HQIRUFHPHQW� RU� WKUR�JK� YRO�QWDU�� LQLWLDWLYHV� VHW� �S� E�� RWKHU�
VWDNHKROGHUV�V�FK�DV�PDUNHW�SODWIRUPV��DGYHUWLVHUV��RU�SD�PHQW�SURFHVVRUV��
�
,Q�WKH�SURG�FWLRQ�VWDJH��FR�QWHUIHLWHUV�NHHS�FRVWV�OR��E��VWHDOLQJ�SURG�FW�VHFUHWV�RU�WHFKQRORJLFDO�
NQR�OHGJH�� H[SORLWLQJ� QH�� SURG�FWLRQ� WHFKQRORJLHV�� DQG� GLVWULE�WLQJ� RSHUDWLRQV� DFURVV�
M�ULVGLFWLRQV��2QH�PHWKRG�LQYROYHV�HPSOR�HHV��KR�VHOO�WUDGH�VHFUHWV�WR�D�WKLUG�SDUW���KR��LQ�W�UQ��
GHYHORSV�DQG�VHOOV�FR�QWHUIHLW�SURG�FWV�EDVHG�RQ�WKH�VWROHQ�VHFUHWV��$QRWKHU�PHWKRG�UHOLHV�RQ�DQ�
LQWHUPHGLDU�� WR� VWHDO� D� ILUP�V� SURG�FW� RU� WHFKQRORJ��� 7KH� �VH� RI� LQWHUPHGLDULHV� UHG�FHV� WKH�
WUDFHDELOLW��WR�WKH�FR�QWHUIHLWHU���
�
&R�QWHUIHLWLQJ�DQG�SLUDF��RSHUDWLRQV�DOVR�WDNH�DGYDQWDJH�RI�QH��OR��FRVW�SURG�FWLRQ�WHFKQRORJLHV��
)RU�H[DPSOH��WKH�WHFKQRORJLFDO�DGYDQFHV�LQ�PRGHOLQJ��SULQWLQJ�DQG�VFDQQLQJ�WHFKQRORJLHV�V�FK�DV�
�'�SULQWLQJ�UHG�FH�WKH�EDUULHUV�IRU�UHYHUVH�HQJLQHHULQJ�DQG�WKH�FRVWV�RI�PDQ�IDFW�ULQJ�FR�QWHUIHLW�
SURG�FWV���
�
/R�HU� SURG�FWLRQ� FRVWV� FDQ� DOVR� EH� DFKLHYHG� WKUR�JK� GLVWULE�WHG� SURG�FWLRQ� RSHUDWLRQV�� 2QH�
PHWKRG�LQYROYHV�PDQ�IDFW�ULQJ�WKH�FR�QWHUIHLW�JRRG�LQ�D�IRUHLJQ�PDUNHW� WR�OR�HU�WKH�FKDQFHV�RI�
GHWHFWLRQ�DQG�WR�PLQLPL]H�OHJDO�OLDELOLW��LI�SURVHF�WHG��7KLV�FDQ�EH�FRPELQHG��LWK�LPSRUWDWLRQ�RI�
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WKH�FR�QWHUIHLW�ODEHOV�VHSDUDWHO��IURP�WKH�LWHPV���LWK�WKH�ODEHOV�EHLQJ�DSSOLHG�WR�WKH�SURG�FWV�DIWHU�
ERWK�LWHPV�DUULYH�LQ�WKH�8�6��
�
,Q�DGGLWLRQ��LW�LV�P�FK�FKHDSHU�WR�PDQ�IDFW�UH�LOOLFLW�JRRGV�EHFD�VH�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV�
DUH�RIWHQ�SURG�FHG�LQ��QVDIH��RUNSODFHV��LWK�V�EVWDQGDUG�DQG��QVDIH�PDWHULDOV�E���RUNHUV��KR�
DUH�RIWHQ�SDLG�OLWWOH�DQG�VRPHWLPHV�QRWKLQJ�LQ�WKH�FDVH�RI�IRUFHG�ODERU��0RUHRYHU��LQ�WKH�FDVH�RI�
JRRGV� JRYHUQHG� E�� )HGHUDO� KHDOWK� DQG� VDIHW�� UHJ�ODWLRQV�� LW� RIWHQ� FRVWV�P�FK� OHVV� WR� SURG�FH�
FR�QWHUIHLW�YHUVLRQV�WKDW�GR�QRW�PHHW�WKHVH�KHDOWK�DQG�VDIHW��VWDQGDUGV���
�
�R�HU�0DUNHWL�J�&R�W��
�
%�VLQHVVHV�WKDW��VH�RQO��DQ�LQWHUQHW�SUHVHQFH�DV�WKHLU�FRQV�PHU�IDFLQJ�DVSHFW�W�SLFDOO��HQMR��OR�HU�
FRVWV�RI�GHVLJQLQJ��HGLWLQJ��DQG�GLVWULE�WLQJ�PDUNHWLQJ�PDWHULDOV��&R�QWHUIHLWHUV�DOVR�EHQHILW�IURP�
JUHDWHU�DQRQ�PLW��RQ�GLJLWDO�SODWIRUPV�DQG��HE�VLWHV�DQG�JUHDWHU�HDVH�WR�UHWDUJHW�RU�UHPDUNHW�WR�
F�VWRPHUV��)RU�H[DPSOH��FR�QWHUIHLWHUV��VH�OHJLWLPDWH�LPDJHV�DQG�GHVFULSWLRQV�RQ�RQOLQH�SODWIRUPV�
WR�FRQI�VH�F�VWRPHUV��DQG�WKH��RSHQ�P�OWLSOH�VHOOHU�DFFR�QWV�RQ�WKH�SODWIRUP�VR�WKDW�LI�RQH�DFFR�QW�
LV�LGHQWLILHG�DQG�UHPRYHG��WKH�FR�QWHUIHLWHU�FDQ�VLPSO���VH�DQRWKHU��
�
7KH�SRS�ODULW��RI�VRFLDO�PHGLD�DOVR�KHOSV�UHG�FH�WKH�FRVWV�RI�DGYHUWLVLQJ�FR�QWHUIHLW�SURG�FWV��7KH�
QDW�UH� RI� VRFLDO� PHGLD� SODWIRUPV� KDV� DLGHG� LQ� WKH� SUROLIHUDWLRQ� RI� FR�QWHUIHLWV� DFURVV� DOO� H�
FRPPHUFH�VLWHV��,QVWDJUDP��VHUV��IRU�H[DPSOH��FDQ�WDNH�DGYDQWDJH�RI�FRQQHFWLYLW��DOJRULWKPV�E��
�VLQJ�WKH�QDPHV�RI� O�[�U��EUDQGV�LQ�KDVKWDJV��)ROOR�HUV�FDQ�VHDUFK�E��KDVKWDJ�DQG��Q�LWWLQJO��
ILQG� FR�QWHUIHLW� SURG�FWV�� �KLFK� DUH� FRPLQJOHG� DQG� GLIILF�OW� WR� GLIIHUHQWLDWH� IURP� OHJLWLPDWH�
SURG�FWV�DQG�VHOOHUV���
�
�R�HU��L�WULE�WLR��&R�W��
�
7UDGLWLRQDOO���PDQ��FR�QWHUIHLW�JRRGV��HUH�GLVWULE�WHG�WKUR�JK�V�DS�PHHWV�DQG�LQGLYLG�DO�VHOOHUV�
ORFDWHG� RQ� VWUHHW� FRUQHUV��:LWK� WKH� ULVH� RI� RQOLQH�SODWIRUPV� IRU� VKRSSLQJ�� F�VWRPHUV� FDQ� KDYH�
SURG�FWV�GHOLYHUHG�WR�WKHP�GLUHFWO����
�
)RUHLJQ�HQWLWLHV�WKDW�WUDIILF�LQ�FR�QWHUIHLWV��QGHUVWDQG�KR��WR�OHYHUDJH�QH�HU�GLVWULE�WLRQ�PHWKRGV�
EHWWHU� V�LWHG�WR�H�FRPPHUFH� WKDQ� WKH� WUDGLWLRQDO� WUDGH�SDUDGLJP� �L�H��� LPSRUWV�DUULYLQJ�YLD�ODUJH�
FDUJR�FRQWDLQHUV��LWK�GRPHVWLF�GLVWULE�WLRQ�QHW�RUNV���7RGD���PDLO�SDUFHO�VKLSPHQWV��LQFO�GLQJ�
WKUR�JK�H[SUHVV�FRQVLJQPHQWV��DFFR�QW�IRU�PRUH�WKDQ�����PLOOLRQ�SDFNDJHV�HDFK��HDU� ���6HL]�UHV�
LQ�WKH�VPDOO�SDFNDJH�HQYLURQPHQW�PDGH��S����SHUFHQW�RI�DOO�VHL]�UHV�LQ�������D���SHUFHQW�LQFUHDVH�
RYHU� ������ )URP� ����� WR� ������ WKH� Q�PEHU� RI� VHL]�UHV� IURP� H[SUHVV� FRQVLJQPHQW� FDUULHUV�
LQFUHDVHG�E������SHUFHQW��DQG�WKH�0653�RI�WKRVH�VHL]�UHV�KDG�D�����SHUFHQW�LQFUHDVH����,Q�FRQWUDVW��
VHL]�UHV�IURP�FDUJR�GHFUHDVHG�E�����SHUFHQW�IURP�)����WR�)�����
�

�������������������������������������������������
��KWWSV�������FES�JRY�VLWHV�GHID�OW�ILOHV�DVVHWV�GRF�PHQWV������$SU�)�����������6HL]�UH���6WDWV���%RRNOHW����
���������&RPSOLDQW�SGI�S�����
��KWWSV�������JDR�JRY�DVVHWV������������SGI�PRG DUWLFOHBLQOLQH�S�����

�
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���

7KH�,QWHUQDWLRQDO�&KDPEHU�RI�&RPPHUFH�IR�QG�WKDW�FR�QWHUIHLWHUV��VH�LQWHUQDWLRQDO�DLU�SDFNDJHV�
EHFD�VH�WKH�KLJK�YRO�PH�RI�WKHVH�SDFNDJHV�PDNHV�HQIRUFHPHQW�PRUH�GLIILF�OW����$�UHFHQW�UHSRUW�
E��WKH�2(&'�SRLQWV�R�W�WKDW�GLVWULE�WLQJ�FR�QWHUIHLWV�DFURVV�D�VHULHV�RI�VPDOO�SDFNDJHV�VSUHDGV�WKH�
ULVN�RI�GHWHFWLRQ��DQG�OR�HUV� WKH�ORVV�IURP�KDYLQJ�RQH�RU�PRUH�VKLSPHQWV�VHL]HG��V�JJHVWLQJ�WKDW�
ORVVHV�WR�WKH�FR�QWHUIHLWHU�RQ�DQ�RQJRLQJ�EDVLV��R�OG�EH��LWKLQ�D�WROHUDEOH�UDQJH�����
�
7KH�2(&'�UHSRUW�DOVR�QRWHV�WKDW�LW�LV�KDUGHU�IRU�D�WKRULWLHV�WR�GHWHFW�FR�QWHUIHLWV�LQ�VPDOO�SDUFHOV�
WKDQ� LQ� VKLSSLQJ� FRQWDLQHUV� EHFD�VH�FDUJR�FRQWDLQHUV�PDNLQJ� HQWU�� DW�D�PDULWLPH�SRUW�SURYLGH�
F�VWRPV�RIILFLDOV��LWK�PRUH�LQIRUPDWLRQ���HOO�LQ�DGYDQFH�RI�DUULYDO��0RUHRYHU��WKH�HIIRUW�UHT�LUHG�
IRU�&%3�WR�VHL]H�D�VKLSPHQW�GRHV�QRW�YDU��E��VL]H�RI�WKH�VKLSPHQW��PHDQLQJ�WKDW�D�SDFNDJH�RI�D�
IH��LQIULQJLQJ�JRRGV�UHT�LUHV�WKH�VDPH�UHVR�UFHV�WR�VHL]H�DV�D�FDUJR�FRQWDLQHU��LWK�K�QGUHGV�RI�
LQIULQJLQJ�JRRGV���
�
6HFWLRQ�����RI� WKH�7DULII�$FW� RI������KDV� OLNH�LVH� HQFR�UDJHG�FR�QWHUIHLWHUV� WR�IDYRU� VPDOOHU�
SDUFHO�GHOLYHU���8QGHU�6HFWLRQ������D�IRUHLJQ�JRRG�YDO�HG�DW�RU�OHVV�WKDQ������DQG� LPSRUWHG�E��
RQH�SHUVRQ�RQ�RQH�GD��LV�QRW�V�EMHFW�WR�WKH�VDPH�IRUPDO�F�VWRPV�HQWU��SURFHG�UHV�DQG�ULJRUR�V�
GDWD� UHT�LUHPHQWV� DV� KLJKHU�YDO�H� SDFNDJHV� HQWHULQJ� WKH� 8QLWHG� 6WDWHV�� 7KLV� UHG�FHG� OHYHO� RI�
VFU�WLQ��LV�DQ�RSHQ�LQYLWDWLRQ�WR�H[SORLW�6HFWLRQ�����U�OHV�WR�WUDQVSRUW�DQG�GLVWULE�WH�FR�QWHUIHLWV��
�
5�OHV�VHW�E��WKH�8QLYHUVDO�3RVWDO�8QLRQ��838��KDYH�KLVWRULFDOO��FRQWULE�WHG�WR�WKH�GLVWRUWLRQ� LQ�
UDWHV� IRU� GHOLYHU�� RI� LQWHUQDWLRQDO� H�FRPPHUFH� S�UFKDVHV� WR� WKH� 8QLWHG� 6WDWHV���� � � 838�
UHLPE�UVHPHQW� UDWHV� KDYH� �QGHUSULFHG� GRPHVWLF� SRVWDJH� UDWHV� IRU� VPDOO� SDUFHOV�� 7KLV� PDUNHW�
GLVWRUWLRQ�PDGH�LW�FKHDSHU�IRU�VPDOO�SDFNDJH�H[SRUWV�WR�WKH�8QLWHG�6WDWHV��IURP�FHUWDLQ�FR�QWULHV�
WKDQ��R�OG�RWKHU�LVH�EH�HFRQRPLFDOO��IHDVLEOH�DQG�KDV� HQFR�UDJHG�WKH� �VH�RI�WKH�LQWHUQDWLRQDO�
SRVWDO�PRGH�RYHU�RWKHU� VKLSPHQW�FKDQQHOV��7KH�8QLWHG�6WDWHV�UHFHQWO�� VFRUHG�D�KLVWRULF�YLFWRU��
�KHQ� WKH� 838� RYHUKD�OHG� LWV� WHUPLQDO� G�HV� V�VWHP���� HIIHFWLYHO�� HOLPLQDWLQJ� WKLV� R�WGDWHG�
SROLF������
�
&R���PHU��WWLW�GH��D�G�3HUFHSWLR���
�
7KH� VDOH� RI�FR�QWHUIHLWV� D�D�� IURP� VR�FDOOHG� ��QGHUJUR�QG�� RU� VHFRQGDU��PDUNHWV� �H�J�� VWUHHW�
FRUQHUV��IOHD�PDUNHWV��WR�H�FRPPHUFH�SODWIRUPV�LV�UHVKDSLQJ�FRQV�PHU�DWWLW�GHV�DQG�SHUFHSWLRQV��
:KHUH�LQ�WKH�SDVW��FRQV�PHUV�FR�OG�LGHQWLI��SURG�FWV�E��UHO�LQJ�RQ��UHG�IODJ��LQGLFDWRUV�V�FK�DV�
D� V�VSLFLR�V� ORFDWLRQ�RI� WKH�VHOOHU��SRRU�T�DOLW��SDFNDJLQJ��RU�GLVFR�QW�SULFLQJ�FRQV�PHUV�DUH�
QR��UHJ�ODUO��H[SRVHG�WR�FR�QWHUIHLW�SURG�FWV�LQ�VHWWLQJV�DQG��QGHU�FRQGLWLRQV��KHUH�WKH�DUWLFOHV�
DSSHDU�JHQ�LQH���
�
:KLOH�WKH�ULVNV�RI�UHFHLYLQJ�D�FR�QWHUIHLW�PD��KDYH�EHHQ�REYLR�V�WR�D�FRQV�PHU�S�UFKDVLQJ�LWHPV�
RQ�VWUHHW�FRUQHUV���LWK�WKH�ULVH�RI�RQOLQH�SODWIRUPV��LW�LV�QRW�VR�REYLR�V�DQ�PRUH��)RU�H[DPSOH��LW�LV�
�������������������������������������������������
��KWWSV���FGQ�LFF�ER�RUJ�FRQWHQW��SORDGV�VLWHV�����������,&&�%$6&$3�5ROHV�DQG�5HVSRQVLELOLWLHV�RI�,QWHUPHGLDULHV�SGI�S�����
��2(&'�(8,32���������0L���H�RI��PDOO�3DUFHO��IRU�7UDGH�L��&R��WHUIHLW��RRG���)DFW��D�G�7UH�G���,OOLFLW�7UDGH��2(&'�
3�EOLVKLQJ��3DULV��KWWSV���GRL�RUJ�����������������������HQ�S�����
��7KH�838�LV�D�VSHFLDOL]HG�DJHQF��RI�WKH�8QLWHG�1DWLRQV�WKDW�FRRUGLQDWHV�SRVWDO�SROLFLHV�EHW�HHQ�����FR�QWULHV��,PSRUWDQWO���
WKHVH�WUHDWLHV�GHWHUPLQH�WKH�FRVW�RI�VKLSSLQJ�EHW�HHQ�WKH�YDULR�V�FR�QWULHV�DQG�RIIHUV�OR��UDWHV�WR�PDLO�RULJLQDWLQJ�IURP�DEURDG��
DV�FRPSDUHG�WR�GRPHVWLF�SRVWDJH�UDWHV��
���h����������������h�������������������������������������������������������������������
�����������������������������������������������������d������������������������������������
���KWWSV�������Q�WLPHV�FRP������������E�VLQHVV��QLYHUVDO�SRVWDO��QLRQ��LWKGUD��KWPO�
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���

�QOLNHO��WKDW�DQ�RQH��R�OG� VHW�R�W�WR�S�UFKDVH�D�FR�QWHUIHLW�ELF�FOH�KHOPHW�JLYHQ� WKH�SRWHQWLDO�
VDIHW��ULVNV��KR�HYHU��V�FK�LWHPV�DUH�UHDGLO��DYDLODEOH�WR��QV�VSHFWLQJ�FRQV�PHUV�RQ�H�FRPPHUFH�
�HEVLWHV���
�
5HSRUWV�LQGLFDWH�WKDW�VRPH�WKLUG�SDUW��PDUNHWSODFH�OLVWLQJV�IDOVHO��FODLP�WR�KDYH�FHUWLILFDWLRQV��LWK�
KHDOWK� DQG� VDIHW�� VWDQGDUGV� RU� RIIHU� LWHPV� EDQQHG� E�� IHGHUDO� UHJ�ODWRUV� RU� HYHQ� WKH� SODWIRUPV�
WKHPVHOYHV��&R�SOHG��LWK�WKH�LQDELOLW��RI�E��HUV�WR�DFF�UDWHO��GHWHUPLQH�WKH�PDQ�IDFW�UHU�RU�WKH�
RULJLQ�RI�WKH�SURG�FW��LW�LV�FKDOOHQJLQJ�IRU�E��HUV�WR�PDNH�LQIRUPHG�GHFLVLRQV�LQ�WKH�H�FRPPHUFH�
HQYLURQPHQW���
�
,Q�������0DUN0RQLWRU�IR�QG�WKDW����SHUFHQW�RI�DOO��Q�LWWLQJ�S�UFKDVHV�RI�FR�QWHUIHLW�JRRGV��HUH�
ER�JKW�WKUR�JK�RQOLQH�WKLUG�SDUW��PDUNHWSODFHV�����6HOOHUV�RQ�ODUJH��HOO�NQR�Q�SODWIRUPV�UHO��RQ�
WKH�WU�VW�WKDW�WKRVH�SODWIRUPV�KRVWLQJ�RI�WKH�PDUNHWSODFH�HOLFLWV��7KH�UHV�OWV�RI�WKLV�V�UYH��LQGLFDWH�
WKDW�EDG�DFWRUV�VHOOLQJ�FR�QWHUIHLW�JRRGV�RQ�OHJLWLPDWH�RQOLQH�SODWIRUPV�HURGHV�WU�VW� LQ�ERWK�WKH�
EUDQGV�DQG�WKH�SODWIRUPV�WKHPVHOYHV���
�
,Q� ������ ,QFRSUR� FRQG�FWHG� D� V�UYH�� IRF�VLQJ� RQ�8QLWHG� .LQJGRP� �8.�� FRQV�PHUV��KR� KDG�
�Q�LWWLQJO��S�UFKDVHG�FR�QWHUIHLW�JRRGV�DQG�KR��WKHLU�SHUFHSWLRQV�RI�RQOLQH�PDUNHWSODFHV��HUH�
DIIHFWHG�DV�D�UHV�OW�����7KH�UHV�OWV�RI�WKLV�V�UYH��VKR��WKDW����SHUFHQW�RI�UHVSRQGHQWV�UHSRUWHG�WKDW�
WKH�� KDG��Q�LWWLQJO��S�UFKDVHG�FR�QWHUIHLWV��2I� WKHVH�����SHUFHQW� UHSRUWHG�WKDW� WKH��KDG�QHYHU�
UHFHLYHG�D�UHI�QG�DIWHU�UHSRUWLQJ�D�VHOOHU�WR�RQOLQH�PDUNHWSODFHV���
�
,Q�DGGLWLRQ��UR�JKO��RQH�WKLUG�RI�UHVSRQGHQWV�UHSRUWHG�WKDW�WKH���R�OG�EH�OHVV�OLNHO��WR�E���D��LGHO��
FR�QWHUIHLWHG�SURG�FW� IURP�DQ�RQOLQH�PDUNHWSODFH��KLOH����SHUFHQW� UHSRUWHG�QR� ORQJHU� �VLQJ�D�
SDUWLF�ODU�RQOLQH�PDUNHWSODFH� DIWHU� UHFHLYLQJ�FR�QWHUIHLW�JRRGV��5HVSRQGHQWV�DOVR� UHSRUWHG�WKDW��
�KHQ� WU�LQJ� WR� GLIIHUHQWLDWH� EHW�HHQ� JHQ�LQH� DQG� FR�QWHUIHLW� SURG�FWV�� WKH�� FRQVLGHU� RQOLQH�
UHYLH�V�DORQJ��LWK�WKH�UHS�WDWLRQ�RI�RQOLQH�PDUNHWSODFHV���
�
7KHVH�UHFHQW�ILQGLQJV��DJDLQVW�WKH�ODUJHU�EDFNGURS�RI� WKH�H�FRPPHUFH�HQYLURQPHQW��GHPRQVWUDWH�
WKH� LPPHGLDF��RI�WKH�SUREOHP�DV�FRQV�PHU�FRQILGHQFH�DQG�EUDQG�LQWHJULW��FRQWLQ�H�WR� V�IIHU�LQ�
WKH�UHDOP�RI�RQOLQH�WKLUG�SDUW��PDUNHWSODFHV���
�

7RS�3URG�FWV�3UR�H�WR��R��WHUIHLWL���D�G�3LUDF��

�
&R�QWHUIHLWHUV�VHOO�IDNH�JRRGV�DV�D�WKHQWLF�JRRGV���IRU�H[DPSOH��D�FRS��RI�D�/R�LV�9�LWWRQ�EDJ�
RU� 5ROH[� �DWFK� IUD�G�OHQWO�� VROG� DV� WKH� �UHDO� WKLQJ��� &R�QWHUIHLWHUV� �VH� LGHQWLFDO� FRSLHV� RI�
UHJLVWHUHG�WUDGHPDUNV��LWKR�W�WKH�D�WKRUL]DWLRQ�RI�WKH�ULJKWI�O�R�QHU���
�
3LUDF��W�SLFDOO��UHIHUV� WR�WKH�DFW�RI�FRS�LQJ�D�SURWHFWHG��RUN��V�FK�DV�D�ERRN��PRYLH��RU�P�VLF��
�LWKR�W�WKH�FRQVHQW�RI�WKH�ULJKWV�KROGHU�RU�SHUVRQ�G�O��D�WKRUL]HG�E��WKH�ULJKWV�KROGHU���
�

�������������������������������������������������
��0DUN0RQLWRU���������0DUN0R�LWRU�2�OL�H�%DURPHWHU���OREDO�R�OL�H���RSSL�J���UYH���������FR���PHU�JRRG���'R�QORDGHG�
IURP�KWWSV�������PDUNPRQLWRU�FRP�GR�QORDG�UHSRUW�0DUN0RQLWRUB2QOLQHB6KRSSLQJB5HSRUW������8.�SGI��S����
��,1&2352��������&R�QWHUIHLW�3URG�FWV�DUH�(QGHPLF���DQG�LW�LV�GDPDJLQJ�EUDQG�YDO�H��,1&2352�0DUNHW�5HVHDUFK�5HSRUW�
DYDLODEOH�DW�KWWSV�������LQFRSURLS�FRP�FPV��S�FRQWHQW��SORDGV�������������B,QFRSURB0DUNHW�5HVHDUFK�UHSRUW�SGI��
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���

7KH�EHOR��WDEOH�SURYLGHV�D�V�PPDU��RI�WKH�DQQ�DO�,35�VHL]�UH�VWDWLVWLFV�FROOHFWHG�E��&%3�LQ�)�����
LQFO�GLQJ�LWHPV�IURP�DOO�PRGHV�RI�WUDQVSRUWDWLRQ��$SSDUHO�DQG�RWKHU� W�SHV�RI�DFFHVVRULHV��DORQJ�
�LWK� IRRW�HDU�� WRS� WKH� OLVW� DW� ��� SHUFHQW� DQG� ��� SHUFHQW� RI� VHL]�UHV�� UHVSHFWLYHO��� &RPPRQO��
FR�QWHUIHLWHG�LWHPV�LQ�WKHVH�FDWHJRULHV�LQFO�GH�EUDQG�QDPH�VKRHV�V�FK�DV�1LNH�DQG�$GLGDV��DV��HOO�
DV�1)/�MHUVH�V��
�
:DWFKHV�DQG� MH�HOU��IROOR��DW����SHUFHQW�RI�WRWDO�VHL]�UHV��'�ULQJ�WKH�0HJD�)OH[�RSHUDWLRQ�RQ�
$�J�VW�����������IRU�H[DPSOH��&%3�RIILFHUV�VHL]HG�FR�QWHUIHLW�5ROH[��DWFKHV�YDO�HG�DW�RYHU������
PLOOLRQ���DQGEDJV�DQG��DOOHWV�UHSUHVHQWHG�QHDUO�����SHUFHQW�RI�DOO�VHL]�UHV��LQFO�GLQJ�FR�QWHUIHLWV�
RI� O�[�U�� EUDQGV� V�FK� DV� /R�LV� 9�LWWRQ�� 0LFKDHO� .RUV�� DQG� ��FFL�� &RQV�PHU� HOHFWURQLFV�
UHSUHVHQWHG����SHUFHQW�RI� VHL]�UHV�� LQFO�GLQJ�SURG�FWV� V�FK�DV� L3KRQHV��KRYHU� ERDUGV�� HDUE�GV��
PLFURFKLSV��DQG�RWKHUV���
�
3KDUPDFH�WLFDOV�DQG�SHUVRQDO�FDUH�LWHPV�DFFR�QW�IRU�RQO����SHUFHQW�RI�WRWDO�VHL]�UHV���R�HYHU��DV�
GLVF�VVHG�LQ�WKH�QH[W�VHFWLRQ��PDQ��RI�WKH�SURG�FWV�LQ�WKHVH�FDWHJRULHV�SRVH�VLJQLILFDQW�GDQJHUV�WR�
WKH�FRQV�PHU��)DNH�SUHVFULSWLRQ�GU�JV�FDQ�ODFN�DFWLYH�LQJUHGLHQWV��FRQWDLQ� LQFRUUHFW�GRVDJHV��RU�
LQFO�GH� GDQJHUR�V� DGGLWLYHV�� )DNH� SHUVRQDO� FDUH� LWHPV� V�FK� DV� FRVPHWLFV� KDYH� EHHQ� IR�QG� WR�
FRQWDLQ�HYHU�WKLQJ�IURP�KDUPI�O�EDFWHULD�WR�K�PDQ��DVWH��%HW�HHQ������DQG�������&%3�DQG�,&(�
�RPHODQG�6HF�ULW��,QYHVWLJDWLRQV���6,��VHL]HG�RYHU�����PLOOLRQ�LQ�IDNH�SHUI�PHV�IURP�&KLQD���
�
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6R�UFH��8�6����V�RPV�D�G��RUGHU�3UR�HF�LR��

�

��� �HDOWK�DQG�6DIHW���(FRQRPLF��DQG�1DWLRQDO�6HF�ULW��
5LVNV��

�
&R�QWHUIHLW�WUDIILFNLQJ�H[SRVHV�$PHULFDQ�FRQV�PHUV�WR�VLJQLILFDQW�KHDOWK�DQG� VDIHW�� ULVNV���LQ�
DGGLWLRQ�WR�VLJQLILFDQW�HFRQRPLF�LPSDFWV�DQG��LQ�VRPH�FDVHV��WKUHDWV�WR�QDWLRQDO�VHF�ULW���
�
�HDOWK�D�G�6DIHW��

�
7KH�W�SHV�RI�FR�QWHUIHLW�JRRGV�DYDLODEOH�RQ�H�FRPPHUFH�SODWIRUPV�JR�IDU�EH�RQG�WKRVH�SURG�FWV�
�LWK�SRWHQWLDO�KLGGHQ�WR[LQV���OLNH�VSRUWV�MHUVH�V��MH�HOU��DQG�S�UVHV�DQG�LQFO�GH�PDQ��SURG�FWV�
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���

WKDW�FDQ�SRVH�PRUH�REYLR�V�VHULR�V�ULVNV�WR�KHDOWK�DQG�VDIHW���OLNH�SUHVFULSWLRQ�GU�JV�DQG�DLU�EDJV��
,W� LV�QRW�RQO�� WKH� VHOOHUV�RI�WKH�FR�QWHUIHLW�JRRGV��E�W�DOVR� WKH�H�FRPPHUFH�SODWIRUPV�DQG�RWKHU�
WKLUG�SDUW�� LQWHUPHGLDULHV� �H�J��� VKLSSHUV�� WKDW� IDFLOLWDWH� WKHLU� VDOH�� WKDW� DUH� SURILWLQJ� IURP� WKH�
PDUNHWLQJ�DQG�GLVWULE�WLRQ�RI�WKHVH�LOOLFLW�SURG�FWV�WR�WKH�$PHULFDQ�S�EOLF��
�
7KH�SURILW�PDUJLQV�DUH�HVSHFLDOO��KLJK�IRU�FR�QWHUIHLWHUV�LQ�WKH�VDOH�RI�FR�QWHUIHLW�SKDUPDFH�WLFDOV��
,Q�WKH�SDVW��FR�QWHUIHLW�SUHVFULSWLRQ�GU�JV�SULPDULO��LQYROYHG�VR�FDOOHG�OLIHVW�OH�GU�JV�OLNH�VLOGHQDILO�
�9LDJUD���7RGD���WKLV�PDUNHW�KDV�H[SDQGHG�WR�LQFO�GH�DOO�W�SHV�RI�WKHUDSH�WLF�PHGLFLQHV��LQFO�GLQJ�
LQV�OLQ��FDQFHU�PHGLFDWLRQV��DQG�FDUGLRYDVF�ODU�GU�JV���
�
&R�QWHUIHLWLQJ�KDV�DOVR�VSUHDG�LQWR�RYHU�WKH�FR�QWHU�PHGLFLQHV�OLNH�FR�JK�V�U�S�DQG��HLJKW�ORVV�
GU�JV��$V� PRUH�$PHULFDQV�S�UFKDVH� GU�JV� RQOLQH��PDQ��8�6�� FRQV�PHUV�DSSHDU� WR� EH� ODUJHO��
�QD�DUH�RI�WKH�SRWHQWLDO�GDQJHUV�RI�S�UFKDVLQJ�FR�QWHUIHLW�GU�JV�IURP�LQWHUQHW�SKDUPDFLHV���
�
8QOLNH� OHJLWLPDWH�GU�J�PDQ�IDFW�UHUV�WKDW�DUH�V�EMHFW�WR�LQVSHFWLRQV�E�� WKH�8�6��)RRG�DQG�'U�J�
$GPLQLVWUDWLRQ�� ODEV�WKDW�PDQ�IDFW�UH�FR�QWHUIHLWV�KDYH�QR�V�FK�RYHUVLJKW��$FFRUGLQJ�WR�D������
%HWWHU� %�VLQHVV�%�UHD�� VW�G��� �FRPSDQLHV� EDVHG� LQ� &KLQD���RQJ�.RQJ�� 6LQJDSRUH�� DQG� ,QGLD�
VKLSSHG����SHUFHQW�RI�WKH�FR�QWHUIHLW�PHGLFLQHV�VHL]HG�LQ�WKH�8�6�����
�
,Q�0DUFK�������(�URSRO��WKH�(�URSHDQ�8QLRQ�V�OD��HQIRUFHPHQW�DJHQF���VHL]HG����PLOOLRQ�GRVHV�
RI�FR�QWHUIHLW�PHGLFLQH�UDQJLQJ�IURP�RSLRLGV�WR�KHDUW�PHGLFDWLRQ��(�URSRO�QRWHG�WKDW�WKLV�W�SH�RI�
FR�QWHUIHLWLQJ�LV�RQ�WKH�ULVH�G�H�WR�WKH�UHODWLYHO��OR��ULVN�RI�FULPLQDO�GHWHFWLRQ����
�
&R�QWHUIHLW�PHGLFLQHV�QRW� RQO��GHIUD�G� FRQV�PHUV� �KR� DUH�RIWHQ� DIIOLFWHG��LWK� VHULR�V� KHDOWK�
LVV�HV��WKH��FDQ�DOVR�EH�OHWKDO��)DNH�SUHVFULSWLRQ�RSLRLGV�DUH�RIWHQ�ODFHG��LWK�GHDGO��IHQWDQ�O��P�FK�
RI��KLFK�RULJLQDWHV�LQ�&KLQD��,Q�UDLVLQJ�D�DUHQHVV�RI�WKH�GDQJHUV��WKH�1DWLRQDO�,QVWLW�WHV�RI��HDOWK�
�1,���KDV��DUQHG��
�

3UHYH�WL�J� FR��WHUIHLW� PHGLFL�H�� IURP� H�WHUL�J� W�H� 8�LWHG� �WDWH�� L�� H�SHFLDOO��
GLIILF�OW�� L�� SDUW� EHFD��H� �HDUO�� ��� SHUFH�W� RI� GU�J�� DUH� PDGH� RYHU�HD�� D�G�
DSSUR[LPDWHO�� ��� SHUFH�W� RI� W�H� DFWLYH� PHGLFL�DO� FRPSR�H�W�� RI� GU�J�� DUH�
LPSRUWHG��%HFD��H�PD���RI�W�H�H�PHGLFL�H��DUH�H[SH��LYH��E��HU��DUH�DWWUDFWHG�E��
OR�HU�SULFH���7�H�UL�H�RI�,�WHU�HW�S�DUPDFLH��PDNH��UHJ�ODWLR��RI�GU�J��DIHW��PRUH�
GLIILF�OW�����

�

�������������������������������������������������
��%DNHU��&��6WHYHQ���)DNHV�DUH�1RW�)DVKLRQDEOH��$�%%%�6W�G��RI�WKH�(SLGHPLF�RI�&R�QWHUIHLW��RRGV�6ROG�2QOLQH���%HWWHU�
%��L�H���%�UHD���0D��������KWWSV�������EEE�RUJ�JOREDODVVHWV�ORFDO�EEEV�VW�OR�LV�PR�����VWBOR�LVBPRB����VW�GLHV�FR�QWHUIHLW�
JRRGV�%%%�6W�G��RI�&R�QWHUIHLW��RRGV�6ROG�2QOLQH�SGI�
��%DNHU��&��6WHYHQ���)DNHV�DUH�1RW�)DVKLRQDEOH��$�%%%�6W�G��RI�WKH�(SLGHPLF�RI�&R�QWHUIHLW��RRGV�6ROG�2QOLQH���%HWWHU�
%��L�H���%�UHD���0D��������3J�����KWWSV�������EEE�RUJ�JOREDODVVHWV�ORFDO�EEEV�VW�OR�LV�PR�
����VWBOR�LVBPRB����VW�GLHV�FR�QWHUIHLW�JRRGV�%%%�6W�G��RI�&R�QWHUIHLW��RRGV�6ROG�2QOLQH�SGI�
��1DWLRQDO�,QVWLW�WHV�RI��HDOWK��%ODFNVWRQH��(U�LQ�$���-RVHSK�3��)�KU�-U���DQG�6WHYH�3RFLDVN���7KH��HDOWK�DQG�(FRQRPLF�(IIHFWV�
RI�&R�QWHUIHLW�'U�JV����PHULFD���HDOW��D�G��U�J�%H�HILW�����������������
KWWSV�������QFEL�QOP�QLK�JRY�SPF�DUWLFOHV�30&����������6HH�DOVR��0DFNH���7LP�.���HW�DO����$IWHU�FR�QWHUIHLW�$YDVWLQ�����KDW�
KDYH��H�OHDUQHG�DQG��KDW�FDQ�EH�GRQH���1DW�UH��HYLH���&OL�LFDO�2�FRORJ���������������������
KWWSV�������QDW�UH�FRP�DUWLFOHV�QUFOLQRQF���������SGI�

�



�

���

�HDOWK� DQG�VDIHW�� ULVNV� H[WHQG� IDU�EH�RQG� IDNH�SUHVFULSWLRQ� GU�JV��&R�QWHUIHLW�FRVPHWLFV� RIWHQ�
FRQWDLQ� LQJUHGLHQWV� V�FK� DV� DUVHQLF��PHUF�U��� DO�PLQ�P�� RU� OHDG� DQG�PD�� EH�PDQ�IDFW�UHG� LQ�
�QVDQLWDU��FRQGLWLRQV���KLFK�FDQ��OWLPDWHO��OHDG�WR�SUREOHPV��LWK�RQH�V�H�HV�RU�VNLQ���
�
$Q�LQYHVWLJDWLRQ�RI�FR�QWHUIHLW�L3KRQH�DGDSWHUV�FRQG�FWHG�E��WKH��$2�IR�QG�D����SHUFHQW�IDLO�UH�
UDWH�LQ�����FR�QWHUIHLW�DGDSWHUV�WHVWHG�IRU�VDIHW���ILUH��DQG�VKRFN�KD]DUGV��DQG�IR�QG�WKDW����RI�WKH�
DGDSWHUV�SRVHG�D� ULVN�RI� OHWKDO� HOHFWURF�WLRQ�WR� WKH��VHU����,Q�'HFHPEHU�������&%3�VHL]HG�������
KRYHU�ERDUGV��LWK�FR�QWHUIHLW�EDWWHULHV���KLFK�FDQ�FD�VH�ILUHV�UHV�OWLQJ�LQ�LQM�U��RU�GHDWK�����
�
&KLOGUHQ�V�WR�V��VRPH�ODFHG��LWK�GHDGO��PHWDOV�OLNH�FDGPL�P�DQG�OHDG��UHSUHVHQW�DQRWKHU�DUHD�LQ�
�KLFK�FR�QWHUIHLWHUV�KDYH�WDNHQ�DGYDQWDJH�RI�H�FRPPHUFH�E�VLQHVV�PRGHOV�WKDW�SURYLGH�OLPLWHG�WR�
QR�DFFR�QWDELOLW��IRU�VHOOHUV���
�
7KH�'HSDUWPHQW�RI�-�VWLFH�KDV�SURVHF�WHG�LQGLYLG�DOV�IRU�WKH�RQOLQH�VDOH�RI�D��KLJK�YDO�H�WDUJHW��

RI�FR�QWHUIHLWHUV���QDPHO���DLUEDJV�����$ORQJ��LWK�RWKHU�FR�QWHUIHLW�D�WRPRWLYH�SDUWV�OLNH�EUDNH�
SDGV���KHHOV��DQG�VHDW�EHOWV���QVDIH�DLUEDJV�FDQ�KDYH�FDWDVWURSKLF�FRQVHT�HQFHV�IRU�GULYHUV��DV��HOO�
DV�IRU�WKHLU�SDVVHQJHUV�DQG�RWKHUV�RQ�WKH�URDG��%LF�FOH�KHOPHWV��DQRWKHU�IDYRULWH�RI�FR�QWHUIHLWHUV��
OLNH�LVH�FDQ�OHDG�WR�FDWDVWURSKLF�FRQVHT�HQFHV�IRU�F�FOLVWV��
�
2I�WKH�FRQWUDEDQG�SURG�FWV�VHL]HG�LQ������E��&%3�DQG�,&(��6,��DQ�DVWRQLVKLQJ����SHUFHQW�SRVHG�
GLUHFW�DQG�REYLR�V�WKUHDWV�WR�KHDOWK�DQG�VDIHW�����(�FRPPHUFH�DOVR�IDFLOLWDWHV�WKH��LGHVSUHDG�VDOH�
RI�SLUDWHG�YHUVLRQV�RI�FRS�ULJKWHG��RUNV��3LUDWHG�PHGLFDO�ERRNV����KLFK�FDQ�FRQWDLQ�HUURUV�WKDW�
HQGDQJHU� SDWLHQWV�� OLYHV� �� KDYH� EHHQ� IR�QG� RQ� SODWIRUPV� DORQJ� �LWK� RWKHU� SLUDWHG� ERRNV�
�WH[WERRNV�DQG�WUDGH�ERRNV��DQG�LOOLFLW�UHSURG�FWLRQV�RI�P�VLF�&'�ER[�VHWV��

�

�FR�RPLF��DUP�

�
7KH� JUR�WK� LQ� RQOLQH� VDOHV� RI� FR�QWHUIHLW� DQG� SLUDWHG� JRRGV� GLUHFWO�� KDUPV� �� DQG� �QIDLUO��
FRPSHWHV� DJDLQVW��� WKH�PDQ�� OHJLWLPDWH� FRPSDQLHV� WKDW� SURG�FH�� VHOO� DQG� GLVWULE�WH� JHQ�LQH�
JRRGV��RIWHQ� UHV�OWLQJ� LQ� ORVW�SURILWV�� HPSOR�HH� OD�RIIV�� DQG�GLPLQLVKHG� LQFHQWLYHV� WR� LQQRYDWH��
)URQWLHU�(FRQRPLFV��������ILQGV�WKDW�FR�QWHUIHLW�JRRGV�GLVSODFHG�UR�JKO��KDOI�D�WULOOLRQ�GROODUV�RI�
JOREDO�VDOHV�RI� OHJLWLPDWH�FRPSDQLHV�LQ������DQG�IRUHFDVWV�WKLV�GLVSODFHPHQW�WR�UHDFK����WR������
WULOOLRQ�E����������7KH�VW�G��DOVR�HVWLPDWHV�WKDW�JOREDO�HPSOR�PHQW�ORVVHV�G�H�WR�FR�QWHUIHLW�JRRGV�

�������������������������������������������������
��8QGHU�ULWHUV�/DERUDWRU���8/����&R�QWHUIHLW�L3KRQH�$GDSWHUV���DYDLODEOH�DW��KWWSV���OHJDF���SORDGV��O�FRP��S�
FRQWHQW��SORDGV�VLWHV������������������&R�QWHUIHLWL3KRQH�:3��LJK5HVB),1$/�SGI��$OVR��HH��8�6���RYHUQPHQW�$FFR�QWDELOLW��
2IILFH�5HSRUW�WR�WKH�&KDLUPDQ��&RPPLWWHH�RQ�)LQDQFH��8�6��6HQDWH��,�WHOOHFW�DO�3URSHUW����JH�FLH��&D��,PSURYH�(IIRUW��WR�
�GGUH����L�N��3R�HG�E��&�D�JL�J�&R��WHUIHLW��0DUNHW���$2���������:DVKLQJWRQ��'&���RYHUQPHQW�$FFR�QWDELOLW��2IILFH��
-DQ�DU��������3J�����KWWSV�������JDR�JRY�DVVHWV������������SGI��
��8�6���RYHUQPHQW�$FFR�QWDELOLW��2IILFH�5HSRUW�WR�WKH�&KDLUPDQ��&RPPLWWHH�RQ�)LQDQFH��8�6��6HQDWH��,�WHOOHFW�DO�3URSHUW���
�JH�FLH��&D��,PSURYH�(IIRUW��WR��GGUH����L�N��3R�HG�E��&�D�JL�J�&R��WHUIHLW��0DUNHW���$2���������:DVKLQJWRQ��'&��
�RYHUQPHQW�$FFR�QWDELOLW��2IILFH��-DQ�DU��������KWWSV�������JDR�JRY�DVVHWV������������SGI��
��'HSDUWPHQW�RI�-�VWLFH��8�6��$WWRUQH��V�2IILFH��:HVWHUQ�'LVWULFW�RI�1H���RUN���7�R�0HQ�&KDUJHG��LWK�,PSRUWLQJ�DQG�6HOOLQJ�
&R�QWHUIHLW�$LUEDJV������2FWREHU�������KWWSV�������M�VWLFH�JRY��VDR��GQ��SU�W�R�PHQ�FKDUJHG�LPSRUWLQJ�DQG�VHOOLQJ�
FR�QWHUIHLW�DLUEDJV��'HSDUWPHQW�RI�-�VWLFH��8�6��$WWRUQH��V�2IILFH��:HVWHUQ�'LVWULFW�RI�1H���RUN���&KHHNWR�DJD�0DQ�6HQWHQFHG�
IRU�%��LQJ�DQG�6HOOLQJ�&R�QWHUIHLW�$LUEDJV�����0D��������
��'HSDUWPHQW�RI��RPHODQG�6HF�ULW���8�6��&�VWRPV�DQG�%RUGHU�3URWHFWLRQ���,QWHOOHFW�DO�3URSHUW��5LJKWV��)LVFDO��HDU������
6HL]�UH�6WDWLVWLFV���$�J�VW�������KWWSV�������FES�JRY�VLWHV�GHID�OW�ILOHV�DVVHWV�GRF�PHQWV������$�J�,35B$QQ�DO�5HSRUW�)��
�����SGI�
��KWWSV���LFF�ER�RUJ�S�EOLFDWLRQ�HFRQRPLF�LPSDFWV�FR�QWHUIHLWLQJ�SLUDF��UHSRUW�SUHSDUHG�EDVFDS�LQWD���



�

���

�HUH�EHW�HHQ���PLOOLRQ�DQG�����PLOOLRQ�MREV�LQ��������LWK�MRE�GLVSODFHPHQW�H[SHFWHG�WR�GR�EOH�E��
�������
�
&R�QWHUIHLW�JRRGV�DOVR�GDPDJH�WKH�YDO�H�RI�OHJLWLPDWH�EUDQGV��:KHQ�EUDQG�R�QHUV�ORVH�WKH�DELOLW��
WR�FROOHFW�D�SULFH�SUHPL�P�IRU�EUDQGHG�JRRGV��LW�OHDGV�WR�GLPLQLVKHG�LQQRYDWLRQ�DV�EUDQG�R�QHUV�
DUH� OHVV�OLNHO��WR�LQYHVW�LQ�FUHDWLQJ�LQQRYDWLYH�SURG�FWV��/HJLWLPDWH�FRPSDQLHV��DQG�SDUWLF�ODUO��
VPDOO�E�VLQHVVHV��UHSRUW�GHYDVWDWLQJ�LPSDFWV�G�H�WR�WKH�DE�QGDQFH�RI�FRPSHWLQJ�RQOLQH�FR�QWHUIHLWV�
DQG�SLUDWHG�JRRGV��0RUHRYHU���KLOH�H�FRPPHUFH�SODWIRUPV�FDQ�EHQHILW�OHJLWLPDWH�E�VLQHVVHV�E��
KHOSLQJ�WKHP�WR�UHDFK�F�VWRPHUV��LWK�D�QH��SURG�FW��WKH�VDPH�SURFHVV�DQG�WHFKQRORJ��DOVR�PDNHV�
LW�HDVLHU�IRU��QVFU�S�OR�V�ILUPV�WR�LGHQWLI��SRS�ODU�QH��SURG�FWV��SURG�FH�LQIULQJLQJ�YHUVLRQV�RI�
WKHP��DQG�VHOO�WKHVH�LOOLFLW�JRRGV�WR�WKH�E�VLQHVV�V�SRWHQWLDO�F�VWRPHUV��
�
$V�SUHYLR�VO��QRWHG�� WKH�VSHHG�DW��KLFK�FR�QWHUIHLWHUV�FDQ�VWHDO�LQWHOOHFW�DO�SURSHUW��WKUR�JK�H�
FRPPHUFH� FDQ� EH� YHU�� UDSLG�� ,I� D� QH�� SURG�FW� LV� D� V�FFHVV�� FR�QWHUIHLWHUV� PD�� DWWHPSW� WR�
LPPHGLDWHO��R�WFRPSHWH�WKH�RULJLQDO�VHOOHU��LWK�OR�HU�FRVW�FR�QWHUIHLW�YHUVLRQV����KLOH�DYRLGLQJ�
UHVHDUFK� DQG� GHYHORSPHQW� FRVWV�� 7KH� UHV�OW�� FR�QWHUIHLWHUV�PD�� KDYH�D� VLJQLILFDQW� FRPSHWLWLYH�
DGYDQWDJH�LQ�D�YHU��VKRUW�SHULRG�RI�WLPH�RYHU�WKRVH��KR�VHOO�WU�VWHG�EUDQGV���
�
6�FK�IDVW�WUDFN�FR�QWHUIHLWLQJ�SRVHV��QLT�H�DQG�VHULR�V�SUREOHPV�IRU�VPDOO�E�VLQHVVHV���KLFK�GR�
QRW�KDYH�WKH�VDPH�ILQDQFLDO�UHVR�UFHV�DV�PDMRU�EUDQGV�WR�SURWHFW�WKHLU�LQWHOOHFW�DO�SURSHUW���/DFNLQJ�
WKH� DELOLW�� WR� LQYHVW� LQ�EUDQG�SURWHFWLRQ�DFWLYLWLHV�� V�FK�DV� FRQWLQ�DOO��PRQLWRULQJ� H�FRPPHUFH�
SODWIRUPV�WR�LGHQWLI��LOOLFLW�JRRGV��SHUIRUP�WHVW�E��V��DQG�VHQG�WDNHGR�Q�QRWLFHV�WR�WKH�SODWIRUPV��
VPDOOHU�E�VLQHVVHV�DUH�PRUH�OLNHO��WR�H[SHULHQFH�UHYHQ�H�ORVVHV�DV�F�VWRPHUV�S�UFKDVH�FR�QWHUIHLW�
YHUVLRQV�RI�WKH�EUDQGHG�SURG�FWV���
�
,Q�PDQ��FDVHV��$PHULFDQ�HQWHUSULVHV�KDYH�OLWWOH�UHFR�UVH�DVLGH�IURP�LQLWLDWLQJ�OHJDO�DFWLRQ�DJDLQVW�
D� SDUWLF�ODU�YHQGRU��6�FK�OHJDO� DFWLRQ� FDQ�EH�H[WUHPHO�� GLIILF�OW��0DQ��H�FRPPHUFH� VHOOHUV�RI�
LQIULQJLQJ�SURG�FWV�DUH�ORFDWHG�R�WVLGH�WKH�M�ULVGLFWLRQ�RI�WKH�8QLWHG�6WDWHV��RIWHQ�LQ�&KLQD��H[LVWLQJ�
OD�V�DQG�UHJ�ODWLRQV�ODUJHO��VKLHOG�IRUHLJQ�FR�QWHUIHLWHUV�IURP�DQ��DFFR�QWDELOLW����
�
2U�D�L�HG��ULPH�D�G�7HUURULVP�

�
7KH� LPSDFW� RI� FR�QWHUIHLW� DQG� SLUDWHG� JRRGV� LV� EURDGHU� WKDQ� M�VW� �QIDLU� FRPSHWLWLRQ�� /D��
HQIRUFHPHQW�RIILFLDOV�KDYH� �QFRYHUHG� LQWULFDWH� OLQNV�EHW�HHQ� WKH� VDOH� RI�FR�QWHUIHLW�JRRGV�DQG�
WUDQVQDWLRQDO� RUJDQL]HG�FULPH��$� VW�G�� E�� WKH�%HWWHU� %�VLQHVV�%�UHD��QRWHV� WKDW� WKH� ILQDQFLDO�
RSHUDWLRQV� V�SSRUWLQJ� FR�QWHUIHLW� JRRGV� W�SLFDOO�� UHT�LUH� FHQWUDO� FRRUGLQDWLRQ�� PDNLQJ� WKHVH�
DFWLYLWLHV�DWWUDFWLYH�IRU�RUJDQL]HG�FULPH���LWK�JUR�SV�V�FK�DV�WKH�0DILD�DQG�WKH�-DSDQHVH��DN�]D�
KHDYLO��LQYROYHG����&ULPLQDO�RUJDQL]DWLRQV��VH�FRHUFHG�DQG�FKLOG�ODERU� WR�PDQ�IDFW�UH�DQG�VHOO�
FR�QWHUIHLW�JRRGV��,Q�VRPH�FDVHV��WKH�SURFHHGV�IURP�FR�QWHUIHLW�VDOHV�PD��EH�V�SSRUWLQJ�WHUURULVP�
DQG�GLFWDWRUVKLSV�WKUR�JKR�W�WKH��RUOG����
�

�������������������������������������������������
��KWWSV�������EEE�RUJ�JOREDODVVHWV�ORFDO�EEEV�VW�OR�LV�PR�����VWBOR�LVBPRB����VW�GLHV�FR�QWHUIHLW�JRRGV�%%%�6W�G��RI�
&R�QWHUIHLW��RRGV�6ROG�2QOLQH�SGI�
��8QLWHG�1DWLRQV�2IILFH�RI�'U�JV�DQG�&ULPH��812'&���)RF���2���7�H�,OOLFLW�7UDIILFNL�J�RI�&R��WHUIHLW��RRG��D�G�
7UD���DWLR�DO�2UJD�L]HG�&ULPH��DYDLODEOH�DW��
KWWSV��������QRGF�RUJ�GRF�PHQWV�FR�QWHUIHLW�)RF�V6KHHW�&R�QWHUIHLWBIRF�VVKHHWB(1B�,5(6�SGI�



�

���

1DWLR�DO�6HF�ULW��

�
2QH�RI�WKH�JUHDWHVW�WKUHDWV�FR�QWHUIHLWV�SRVH�WR�QDWLRQDO�VHF�ULW��LV�WKHLU�HQWU��LQWR�WKH�V�SSO��FKDLQ�
RI�$PHULFD�V� GHIHQVH�LQG�VWULDO�EDVH��7KLV�GHIHQVH�LQG�VWULDO� EDVH� LQFO�GHV�ERWK�SULYDWH� VHFWRU�
FRQWUDFWRUV�DQG�JRYHUQPHQW�DJHQFLHV��SDUWLF�ODUO��WKH�'HSDUWPHQW�RI�'HIHQVH���
�
,Q�)�����������SHUFHQW�RI�'�6�VHL]�UHV� LQFO�GHG�FR�QWHUIHLW�YHUVLRQV� RI�FULWLFDO� WHFKQRORJLFDO�
FRPSRQHQWV�� D�WRPRWLYH�DQG�DHURVSDFH�SDUWV��EDWWHULHV��DQG�PDFKLQHU���(DFK�RI�WKHVH� LQG�VWULDO�
VHFWRUV�KDYH�EHHQ�LGHQWLILHG�DV�FULWLFDO�WR�WKH�GHIHQVH�LQG�VWULDO�EDVH��DQG�WK�V�FULWLFDO�WR�QDWLRQDO�
VHF�ULW���2QH�H[DPSOH�GUD�Q�IURP�D������VW�G��E��WKH�%�UHD��RI�,QG�VWU��DQG�6HF�ULW���LWKLQ�WKH�
'HSDUWPHQW�RI�&RPPHUFH�IHDW�UHG�WKH�LPSRUW�RI�FR�QWHUIHLW�VHPLFRQG�FWRUV�RU��7URMDQ�FKLSV��IRU�
�VH�LQ�GHIHQVH�PDQ�IDFW�ULQJ�DQG�RSHUDWLRQV����6�FK�7URMDQ�FKLSV�FDQ�FDUU��YLU�VHV�RU�PDO�DUH�
WKDW� LQILOWUDWH� DQG� �HDNHQ� $PHULFDQ� QDWLRQDO� VHF�ULW��� 7KH� SUREOHP� RI� FR�QWHUIHLW� FKLSV� KDV�
EHFRPH�VR�SHUYDVLYH�WKDW�WKH�'HSDUWPHQW�RI�'HIHQVH�KDV�UHIHUUHG�WR�LW�DV�DQ��LQYDVLRQ���&RPSDQLHV�
IURP�&KLQD�DUH�WKH�SULPDU��SURG�FHUV�RI�FR�QWHUIHLW�HOHFWURQLFV�����
�

��� �R��(�&RPPHUFH�)DFLOLWDWHV�&R�QWHUIHLW�
7UDIILFNLQJ�

�
:KLOH�H�FRPPHUFH�KDV�V�SSRUWHG�WKH� OD�QFK�RI� WKR�VDQGV�RI�OHJLWLPDWH�E�VLQHVVHV��H�FRPPHUFH�
SODWIRUPV�� WKLUG�SDUW�� PDUNHWSODFHV�� DQG� WKHLU� V�SSRUWLQJ� LQWHUPHGLDULHV� KDYH� DOVR� VHUYHG� DV�
SR�HUI�O�VWLP�ODQWV� IRU� WKH� WUDIILFNLQJ� RI�FR�QWHUIHLW� DQG�SLUDWHG� JRRGV��7KH� FHQWUDO� HFRQRPLF�
GULYHU� RI� V�FK� WUDIILFNLQJ� LV� WKLV� EDVLF� UHDOLW���6HOOLQJ� FR�QWHUIHLW�DQG� SLUDWHG� JRRGV� WKUR�JK� H�
FRPPHUFH�SODWIRUPV�DQG�UHODWHG�RQOLQH�WKLUG�SDUW��PDUNHWSODFHV�LV�D�KLJKO��SURILWDEOH�YHQW�UH��
�
)RU�FR�QWHUIHLWHUV��SURG�FWLRQ�FRVWV�DUH�OR���PLOOLRQV�RI�SRWHQWLDO�F�VWRPHUV�DUH�DYDLODEOH�RQOLQH��
WUDQVDFWLRQV� DUH� FRQYHQLHQW�� DQG� OLVWLQJ� JRRGV� RQ� �HOO�NQR�Q� SODWIRUPV� SURYLGHV� DQ� DLU� RI�
OHJLWLPDF���:KHQ�VHOOHUV�RI�LOOLFLW�JRRGV�DUH�LQ�DQRWKHU�FR�QWU���WKH��DUH�DOVR�H[SRVHG�WR�UHODWLYHO��
OLWWOH�ULVN�RI�FULPLQDO�SURVHF�WLRQ�RU�FLYLO�OLDELOLW���QGHU�F�UUHQW�OD��HQIRUFHPHQW�DQG� UHJ�ODWRU��
SUDFWLFHV�� ,W� LV�FULWLFDO� WKDW�LPPHGLDWH�DFWLRQ�EH�WDNHQ� WR�SURWHFW�$PHULFDQ�FRQV�PHUV�DQG�RWKHU�
VWDNHKROGHUV�DJDLQVW�WKH�KDUP�DQG�ORVVHV�LQIOLFWHG�E��FR�QWHUIHLWHUV��
�

�������������������������������������������������
��KWWSV�������ELV�GRF�JRY�LQGH[�SKS�GRF�PHQWV�WHFKQRORJ��HYDO�DWLRQ����GHIHQVH�LQG�VWULDO�EDVH�DVVHVVPHQW�RI�FR�QWHUIHLW�
HOHFWURQLFV������ILOH�
��6D�QGHUV���UHJRU��DQG�7LP�.RF]DQNVL���&R�QWHUIHLWV����HIH��H��WD�GDUGL]DWLR��3URJUDP�-R�U�DO��2FWREHU�'HFHPEHU�������
KWWSV�������GVS�GOD�PLO�3RUWDOV����'RF�PHQWV�3�EOLFDWLRQV�-R�UQDO��������'63-�SGI�
�
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)LJ�UH�2QH�SURYLGHV�D�VLPSOLILHG�RYHUYLH��RI�KR��FR�QWHUIHLW�SURG�FWV�PRYH�IURP�SURG�FWLRQ�
E��FR�QWHUIHLWHUV�WR�VDOHV�WR�$PHULFDQ�FRQV�PHUV��

�
�

�R��WHUIHLW�3URG�FWLR��D�G��LVWULE�WLR��

�
7KH�FR�QWHUIHLW�VDOHV�SURFHVV�EHJLQV��LWK� VRPH�W�SH�RI�SURG�FWLRQ�FDSDELOLW��IRU� WKH�FR�QWHUIHLW�
JRRG��,Q�WKLV�VWDJH��FR�QWHUIHLWHUV�HQMR��HQRUPR�V�SURG�FWLRQ�FRVW�DGYDQWDJHV�UHODWLYH�WR�OHJLWLPDWH�
E�VLQHVVHV��&R�QWHUIHLWV�DUH�RIWHQ�SURG�FHG�LQ��QVDIH��RUNSODFHV���LWK�V�EVWDQGDUG�DQG��QVDIH�
PDWHULDOV��E���RUNHUV��KR�DUH�RIWHQ�SDLG�OLWWOH�RU�VRPHWLPHV�QRWKLQJ�LQ�WKH�FDVH�RI�IRUFHG�ODERU���
�
,Q�WKH�FDVH�RI�JRRGV�V�EMHFW�WR�IHGHUDO�KHDOWK�DQG�VDIHW��UHJ�ODWLRQV��LW�FRVWV�P�FK�OHVV�WR�SURG�FH�
FR�QWHUIHLW�YHUVLRQV�WKDW�GR�QRW�PHHW�WKHVH�KHDOWK�DQG�VDIHW��UHT�LUHPHQWV�WKDW�PDNH�WKH�OHJLWLPDWH�
SURG�FWV�VR�VDIH��
�
&R�QWHUIHLWHUV� OLNH�LVH�PLQLPL]H� WKH� QHHG� IRU� LQF�UULQJ� VLJQLILFDQW� UHVHDUFK� DQG� GHYHORSPHQW�
H[SHQGLW�UHV�E�� VWHDOLQJ� LQWHOOHFW�DO� SURSHUW��� WHFKQRORJLHV��DQG� WUDGH� VHFUHWV��7KH�� DOVR� VKDYH�
SURG�FWLRQ�FRVWV��VLQJ�LQIHULRU�LQJUHGLHQWV�RU�FRPSRQHQWV���
�
)RU� H[DPSOH�� D� FRPPRQ� �D�� IRU� FR�QWHUIHLWHUV� WR� SURG�FH� IDNH� SUHVFULSWLRQ� RSLRLGV� OLNH�
2[�FRQWLQ��RU�D�SUHVFULSWLRQ�GU�J�OLNH�9LDJUD��LV�WR�VWDUW��LWK�WKH�UHDO�SLOOV�DV�D�EDVLF�LQJUHGLHQW��
7KHVH�UHDO�SLOOV�DUH�WKHQ� JUR�QG��S�LQWR�D�SR�GHU��GLO�WHG��LWK�VRPH�W�SH�RI��VRPHWLPHV�WR[LF��
SR�GHU�ILOOHU��DQG�WKHQ��VSLNHG���LWK�DQ�LOOHJDO�DQG�GHDGO��QDUFRWLF�OLNH�IHQWDQ�O��LQ�WKH�FDVH�RI�
IDNH�RSLRLGV��RU�LOOHJDO�DQG�GHDGO��DPSKHWDPLQHV�RU�VWU�FKQLQH��LQ�WKH�FDVH�RI�9LDJUD��
�
,Q�WKH�FDVH�RI�DSSDUHO��V�FK�DV�U�QQLQJ�VKRHV��HPSOR�HHV�IURP�D�OHJLWLPDWH�EUDQGHG�FRPSDQ��PD��
OHDYH� WKH� FRPSDQ�� DQG� VHW� �S� WKHLU� R�Q� IDFLOLW��� 7KHVH� HPSOR�HHV� KDYH� WKH� H[SHUWLVH� WR�
PDQ�IDFW�UH� LGHQWLFDO�ORRNLQJ� VKRHV�� E�W� WKH�� �LOO� W�SLFDOO�� GR� VR� �LWK� FKHDSHU�� LQIHULRU�
FRPSRQHQWV��7KH�UHV�OW��WKH�VKRHV�PD��IDLO�G�ULQJ�DFWLYLW���LQM�UH�WKH��VHU��LWK�DQ�LQIHULRU�LQVROH��
RU��DW�D�PLQLP�P���HDU�R�W�IDVWHU�WKDQ�WKH�UHDO�SURG�FW����

�������������������������������������������������
��'HSDUWPHQW�RI��RPHODQG�6HF�ULW���8�6��&�VWRPV�DQG�%RUGHU�3URWHFWLRQ���&%3�6HL]HV�2YHU������0LOOLRQ��RUWK�RI�)DNH�1LNH�
6KRHV�DW�/$�/RQJ�%HDFK�6HDSRUW�����2FWREHU�������KWWSV�������FES�JRY�QH�VURRP�ORFDO�PHGLD�UHOHDVH�FES�VHL]HV�RYHU����
PLOOLRQ��RUWK�IDNH�QLNH�VKRHV�ODORQJ�EHDFK�VHDSRUW�
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���

�
7KH�WHFKQRORJLFDO�DGYDQFHV�LQ�PRGHOLQJ��SULQWLQJ��DQG�VFDQQLQJ�WHFKQRORJLHV�V�FK�DV��'�SULQWLQJ��
KDYH�DOVR�VLJQLILFDQWO��UHG�FHG�WKH�EDUULHUV�IRU�UHYHUVH�HQJLQHHULQJ�DQG�WKH�FRVWV�RI�PDQ�IDFW�ULQJ�
FR�QWHUIHLW�SURG�FWV��$JDLQ�� RQH�SUREOHP� WKDW�PD�� DULVH�PD�� EH�WKH��VH�RI�LQIHULRU�SURG�FWLRQ�
LQS�WV�WKDW�OHDG�WR�SURG�FW�IDLO�UH��
�
7KHVH� DUH� M�VW� D� IH�� RI� WKH� PDQ�� �D�V� FR�QWHUIHLWV� EHJLQ� WKHLU� ORQJ� MR�UQH�� LQWR� $PHULFDQ�
KR�VHKROGV��7KHUH�LV�RIWHQ�QR��D��IRU�OHJLWLPDWH�E�VLQHVVHV�WR�FRPSHWH��RQ�D�SURG�FWLRQ�FRVW�EDVLV��
�LWK�FR�QWHUIHLWHUV��7KHUH�LV� DOVR�RIWHQ�QR��D�� IRU�D�FRQV�PHU�WR� WHOO� WKH�GLIIHUHQFH�EHW�HHQ�D�
FR�QWHUIHLW�DQG�OHJLWLPDWH�JRRG��
�
7KLUG�3DUW��0DUNHWSODFHV�D�G��R��WHUIHLWHU��HEVLWHV�

�
$�FR�QWHUIHLWHU�VHHNLQJ�WR�GLVWULE�WH�IDNH�SURG�FWV��LOO�W�SLFDOO��VHW��S�RQH�RU�PRUH�DFFR�QWV�RQ�
WKLUG�SDUW�� PDUNHWSODFHV�� DQG� WKHVH� DFFR�QWV� FDQ� RIWHQ� EH� VHW� �S� T�LFNO�� DQG� �LWKR�W� P�FK�
VRSKLVWLFDWLRQ�RU�PDQ��VSHFLDOL]HG� VNLOOV��8QGHU� V�FK�FLUF�PVWDQFHV�� LW�LV� D[LRPDWLF�WKDW�RQOLQH�
UHWDLOHUV�IDFH�P�FK�OR�HU�RYHUKHDG�FRVWV�WKDQ�WUDGLWLRQDO�EULFN�DQG�PRUWDU�VHOOHUV��7KHUH�LV�QR�QHHG�
WR�UHQW�UHWDLO�VSDFH�RU�WR�KLUH�LQ�SHUVRQ��F�VWRPHU�IDFLQJ�VWDII���
�
,Q�D�FRPPRQ�VFHQDULR��WKLUG�SDUW��PDUNHWSODFH��HEVLWHV�FRQWDLQ�SKRWRV�RI�WKH�UHDO�SURG�FW��IDNH�
UHYLH�V�RI�WKH�FR�QWHUIHLW�SURG�FW��DQG�RWKHU�V�FK�GLVLQIRUPDWLRQ�GHVLJQHG�WR�PLVOHDG�RU�IRRO�WKH�
FRQV�PHU�LQWR�EHOLHYLQJ�WKH�OHJLWLPDF��RI�WKH�SURG�FW��7KH�SUROLIHUDWLRQ�RI�V�FK�GLVLQIRUPDWLRQ�LV�
WKH�KDOOPDUN�RI�WKH�V�FFHVVI�O�RQOLQH�FR�QWHUIHLWHU��6�FK�GHFHSWLRQ�QRW�RQO��SURYLGHV�FR�QWHUIHLWHUV�
�LWK� DQ� HQRUPR�V� FRPSHWLWLYH� DGYDQWDJH� RYHU� WKHLU� EULFN�DQG�PRUWDU� FR�QWHUSDUWV�� OHJLWLPDWH�
VHOOHUV�RQ�WKH�LQWHUQHW�DUH�KDUPHG�DV��HOO���
�
,Q�VRPH�FDVHV��FR�QWHUIHLWHUV�KHGJH�DJDLQVW�WKH�ULVN�RI�EHLQJ�FD�JKW�DQG�WKHLU��HEVLWHV�WDNHQ�GR�Q�
IURP� DQ�H�FRPPHUFH�SODWIRUP�E��SUHHPSWLYHO��HVWDEOLVKLQJ�P�OWLSOH�YLUW�DO�VWRUH�IURQWV��$�NH��
�QGHUO�LQJ� SUREOHP� KHUH� LV� WKDW� RQ� DW� OHDVW� VRPH� H�FRPPHUFH� SODWIRUPV�� OLWWOH� LGHQWLI�LQJ�
LQIRUPDWLRQ� LV�QHFHVVDU��IRU�D�FR�QWHUIHLWHU�WR�EHJLQ�VHOOLQJ��,Q�WKH�DEVHQFH�RI�I�OO�WUDQVSDUHQF���
FR�QWHUIHLWHUV� FDQ� T�LFNO�� DQG� HDVLO�� PRYH� WR� D� QH�� YLUW�DO� VWRUH� LI� WKHLU� RULJLQDO� WKLUG�SDUW��
PDUNHWSODFH�LV�WDNHQ�GR�Q��
�
7KH� SRS�ODULW�� RI� VRFLDO� PHGLD� DOVR� KHOSV� SUROLIHUDWH� FR�QWHUIHLWV� DFURVV� YDULR�V� H�FRPPHUFH�
SODWIRUPV��,QVWDJUDP��VHUV��IRU�H[DPSOH��FDQ�WDNH�DGYDQWDJH�RI�FRQQHFWLYLW��DOJRULWKPV�E���VLQJ�
WKH� QDPHV�RI� O�[�U��EUDQGV� LQ� KDVKWDJV��)ROOR�HUV�FDQ�VHDUFK�E��KDVKWDJ�DQG��Q�LWWLQJO�� ILQG�
FR�QWHUIHLW�SURG�FWV���KLFK�DUH�FRPLQJOHG�DQG�GLIILF�OW�WR�GLIIHUHQWLDWH� IURP�OHJLWLPDWH�SURG�FWV�
DQG�VHOOHUV��
�
$FFRUGLQJ�WR�D������UHSRUW��,��WDJUDP�D�G�&R��WHUIHLWL�J��QHDUO�����SHUFHQW�RI�WKH�SRVWV�DQDO�]HG�
DER�W�IDVKLRQ�SURG�FWV�RQ�,QVWDJUDP�IHDW�UHG�FR�QWHUIHLW�RU�LOOLFLW�SURG�FWV� ���0RUH�WKDQ��������
,QVWDJUDP�DFFR�QWV��HUH�LGHQWLILHG�DV�SURPRWLQJ�DQG�VHOOLQJ�FR�QWHUIHLWV��D�����SHUFHQW�LQFUHDVH�
IURP� D�SULRU������DQDO�VLV�� ,QVWDJUDP�V�6WRU�� IHDW�UH���KHUH�FRQWHQW�GLVDSSHDUV� LQ� W�HQW��IR�U�
KR�UV���DV�VLQJOHG�R�W�DV�SDUWLF�ODUO��HIIHFWLYH�IRU�FR�QWHUIHLW�VHOOHUV��

�������������������������������������������������
��6WURSSD��$QGUHD��HW�DO����,QVWDJUDP�DQG�FR�QWHUIHLWLQJ�LQ�������QH��IHDW�UHV��ROG�SUREOHPV�����R�W��DWD����$SULO�������5RPH��
1H���RUN��KWWSV���JKRVWGDWD�LR�UHSRUW�,QVWDJUDPB&R�QWHUIHLWLQJB�'�SGI�
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�
$�PRUH�UHFHQW�GHYHORSPHQW�RQ�VRFLDO�PHGLD�LV�WKH�SUROLIHUDWLRQ�RI��KLGGHQ�OLVWLQJV��IRU�WKH�VDOH�RI�
FR�QWHUIHLWV��6RFLDO�PHGLD�LV��VHG�WR�SURYLGH�GLUHFW�K�SHUOLQNV�LQ�SULYDWH�JUR�SV�RU�FKDWV�WR�OLVWLQJV�
IRU�FR�QWHUIHLW�JRRGV�WKDW�S�USRUW�WR�EH�VHOOLQJ��QUHODWHG�OHJLWLPDWH�LWHPV��%��DFFHVVLQJ�WKH�OLQN��
E��HUV�DUH�EUR�JKW�WR�DQ�H�FRPPHUFH�SODWIRUP��KLFK�DGYHUWLVHV�DQ��QUHODWHG�OHJLWLPDWH�LWHP�IRU�
WKH�VDPH�SULFH�DV�WKH�FR�QWHUIHLW�LWHP�LGHQWLILHG�LQ�WKH�SULYDWH�JUR�S�RU�FKDW��7KH�E��HU�LV�GLUHFWHG�
WR� S�UFKDVH� WKH� �QUHODWHG� LWHP� LQ� WKH� OLVWLQJ� E�W� �LOO� UHFHLYH� WKH� VR�JKW�DIWHU� FR�QWHUIHLW� LWHP�
LQVWHDG��

�
2UGHU���OILO OPH�W�L�����RPPHUFH�

�
7KH� IRUHLJQ� FR�QWHUIHLWHU� P�VW� ILUVW� FKRRVH� EHW�HHQ� VHQGLQJ� D� SDFNDJH� HLWKHU� E�� H[SUHVV�
FRQVLJQPHQW� FDUULHU� RU� WKUR�JK� WKH� LQWHUQDWLRQDO� SRVW�� $V� D� JHQHUDO� SURSRVLWLRQ�� H[SUHVV�
FRQVLJQPHQW�VKLSSHUV���V�FK�DV�'�/�([SUHVV��)HGHUDO�([SUHVV��DQG�WKH�8QLWHG�3DUFHO�6HUYLFH���
�HUH�V�EMHFW�WR�GDWD�UHT�LUHPHQWV�EHIRUH�WKH���HUH�H[WHQGHG�WR�WKH�LQWHUQDWLRQDO�SRVWV���
�
,Q�WKH�QH[W�VWHS�DORQJ�WKH�GHOLYHU��FKDLQ��D�SDUFHO��LOO�DUULYH�DW�D�SRUW�RI�HQWU���QGHU�WKH�D�WKRULW��
RI�&%3��0LOOLRQV�RI�SDUFHOV�DUULYH�GDLO���DQG�LW� LV�LPSRVVLEOH�WR�LQVSHFW�PRUH� WKDQ�D�YHU��VPDOO�
IUDFWLRQ��
�
$OWKR�JK�RFHDQ�VKLSSLQJ�LV� VWLOO�D�PDMRU�PRGH�RI�WUDQVSRUW�IRU�FR�QWHUIHLWV��WKH�UDSLG�JUR�WK�RI�
RWKHU�PRGHV�� V�FK� DV� WU�FN� DQG� DLU� SDUFHO� GHOLYHU��� WKUHDWHQ� WR� �SHQG�HVWDEOLVKHG� HQIRUFHPHQW�
HIIRUWV��DQG�DV�V�FK��LV�LQFUHDVLQJO���VHG�E��LQWHUQDWLRQDO�FR�QWHUIHLWHUV��7KLV�FRQWLQ�HG�VKLIW�IURP�
E�ON�FDUJR�GHOLYHU��WR�RWKHU�PRGHV�E��FR�QWHUIHLWHUV�LV�LOO�VWUDWHG�LQ�WKH�WUHQGV�LQ�VHL]�UH�VWDWLVWLFV���
�
,W�LV�FOHDU�IURP�WKHVH�REVHUYDWLRQV�WKDW�FR�QWHUIHLW�WUDIILFNHUV�KDYH�OHDUQHG�KR��WR�OHYHUDJH�QH�HU�
DLU� SDUFHO�GLVWULE�WLRQ�PHWKRGV�WKDW�YDU��IURP�WKH�WUDGLWLRQDO�EULFN�DQG�PRUWDU� UHWDLO�PRGHO� �IRU�
H[DPSOH��LPSRUWV�DUULYLQJ�YLD�ODUJH�FDUJR�FRQWDLQHUV��LWK�GRPHVWLF�GLVWULE�WLRQ�QHW�RUNV���7KLV�LV�
DQ�LVV�H�WKDW�P�VW�EH�GLUHFWO��DGGUHVVHG�E��ILUP�DFWLRQV�IURP�&%3��
�
6HFWLR�������H�0L�LPLV���HPSWLR��D�G��R��WHUIHLW�7UDIILFNL���

�
8QGHU�6HFWLRQ�����RI� WKH�7DULII�$FW�RI� ������DV�DPHQGHG�E�� WKH�7UDGH� )DFLOLWDWLRQ�DQG�7UDGH�
(QIRUFHPHQW�$FW�RI�������7)7($���DUWLFOHV��LWK�D�YDO�H�RI������RU�OHVV��LPSRUWHG�E��RQH�SHUVRQ�
RQ�RQH�GD���FDQ�EH�DGPLWWHG�IUHH�RI�G�W��DQG�WD[HV��8QGHU����&)5����������DQG����&)5�SDUW������
6�ESDUW�&�� WKRVH�LPSRUWDWLRQV�DUH�RIWHQ�QRW�V�EMHFW�WR�WKH� VDPH�IRUPDO�F�VWRPV�SURFHG�UHV�DQG�
ULJRUR�V�GDWD�UHT�LUHPHQWV�DV�KLJKHU�YDO�H�SDFNDJHV�HQWHULQJ�WKH�8QLWHG�6WDWHV��,QVWHDG��WKH�OR��
YDO�H�VKLSPHQWV�FDQ�EH�DGPLWWHG�LQWR�8�6��FRPPHUFH��LWK�WKH�SUHVHQWDWLRQ�RI�D�ELOO�RI�ODGLQJ�RU�D�
PDQLIHVW�OLVWLQJ�HDFK�ELOO�RI�ODGLQJ�DQG�D�OLPLWHG�GDWD�VHW��7KH�UHODWLYHO��OLPLWHG�QDW�UH�RI�WKH�GDWD�
UHT�LUHPHQWV� FRPSOLFDWHV� WKH� LGHQWLILFDWLRQ� RI� KLJK�ULVN� JRRGV� E��&%3� DQG� RWKHU�HQIRUFHPHQW�
DJHQFLHV��8QGHU����&)5�����������&%3�KDV�H[LVWLQJ�D�WKRULW�� WR�UHT�LUH�IRUPDO�HQWU���DQG� WKH�
FRPSOHWH� GDWD� VHW� IRU� DQ�� VKLSPHQW�� IRU� DQ�� PHUFKDQGLVH�� LI� GHHPHG� QHFHVVDU�� IRU� LPSRUW�
DGPLVVLELOLW�� HQIRUFHPHQW� S�USRVHV�� UHYHQ�H� SURWHFWLRQ�� RU� WKH� HIILFLHQW� FRQG�FW� RI� F�VWRPV�
E�VLQHVV���
�
�
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�DUHKR�VHV����OIL OOPH�W��H�WHUV�D�G��R��WHUIHLW�7UDIILFNL���

�
&HUWDLQ� H�FRPPHUFH� SODWIRUPV� KDYH� DGRSWHG� D� E�VLQHVV�PRGHO� WKDW� UHOLHV� RQ�1RUWK�$PHULFDQ�
�DUHKR�VHV�WR�SURYLGH�VSDFH�IRU�IRUHLJQ�PDGH�JRRGV��IROOR�HG�E��RQH�DW�D�WLPH�RUGHU�I�OILOOPHQW��
DW��KLFK�SRLQW�WKH�JRRGV�DUH�LQGLYLG�DOO��SDFNHG�DQG�VKLSSHG�WR�8�6��FRQV�PHUV�RQ�P�FK�VKRUWHU�
GHOLYHU��WLPHOLQHV��7KH�SODWIRUPV�WKDW��VH�WKLV�PRGHO�PD��DOVR�FRRUGLQDWH��LWK�F�VWRPV�EURNHUV��
DV��HOO� DV�SURYLGH�WKLUG�SDUW�� ORJLVWLFV�DQG� IUHLJKW� IRU�DUGLQJ� VHUYLFHV� WR�DVVLVW��LWK� WKH�LQLWLDO�
GHOLYHU��RI�JRRGV�WR�WKH��DUHKR�VH���
�
$OWKR�JK�WKLV�PRGHO�LV�D�VLJQLILFDQW�LQQRYDWLRQ�IRU�OHJLWLPDWH�FRPPHUFH�DQG�SURYLGHV�EHQHILWV�WR�
FRQV�PHUV� LQ� WKH�IRUP�RI� UHG�FHG� FRVWV�DQG� VKLSSLQJ� WLPH��LW� FUHDWHV� D�PHFKDQLVP� WKDW� DOOR�V�
FR�QWHUIHLW�WUDIILFNHUV�WR�PLQLPL]H�WUDQVSRUWDWLRQ�FRVWV�DV��HOO���KLOH�LQWHUPLQJOLQJ�KDUPI�O�JRRGV�
DPRQJ� OHJLWLPDWH�JRRGV��)URP�D�ULVN� SHUVSHFWLYH��WKLV�PRGHO�DOOR�V�JRRGV�WR�HQWHU� WKH�8QLWHG�
6WDWHV� LQ�D� GHFHQWUDOL]HG�PDQQHU�� DOOR�LQJ�D�FR�QWHUIHLW� WUDIILFNHU� WR� VSUHDG� WKH� ULVN�RI� VHL]�UH�
DFURVV�D�Q�PEHU�RI�OR��YDO�H�SDFNDJHV��,Q�VLW�DWLRQV��KHUH�WKH� I�OILOOPHQW�FHQWHU� LV�R�WVLGH�WKH�
8�6��&�VWRPV�DUHD�� WKLV�PRGHO�SURYLGHV� WKH�RSSRUW�QLW��WR��VH�RFHDQ�FRQWDLQHU� VKLSSLQJ�DV� WKH�
SULPDU��PRGH�RI� WUDQVLW� IRU� WKH�VKLSPHQW���KLFK�NHHSV� RYHUDOO� VKLSSLQJ�FRVWV� UHODWLYHO�� OR�� DV�
RFHDQ�FDUJR�LV�P�FK�FKHDSHU�WKDQ�DLU�GHOLYHU���,W�LV�LQ�SDUW�EHFD�VH�RI�WKHVH�LQFHQWLYHV�WKDW�WKHVH�
I�OILOOPHQW�FHQWHUV�KDYH�HPHUJHG�DV�DQ�LPSRUWDQW�HOHPHQW�RI�WKH�V�SSO��FKDLQV�IRU�PDQ��FR�QWHUIHLW�
WUDIILFNHUV��
�

��� 3ULYDWH�6HFWRU�2�WUHDFK�DQG�3�EOLF�&RPPHQW�
�
7KLV�UHSRUW�EHQHILWWHG�IURP�H[WHQVLYH�R�WUHDFK�WR��DQG�FRPPHQWV� IURP��Q�PHUR�V�SULYDWH�VHFWRU�
VWDNHKROGHUV�LQ�UHVSRQVH�WR�WKH�)51������������LVV�HG�RQ�-�O������������5HVSRQGHQWV�LQFO�GHG��
H�FRPPHUFH�SODWIRUPV�WKDW�RSHUDWH� WKLUG�SDUW��PDUNHWSODFHV��WKLUG�SDUW��VHOOHUV��VKLSSHUV�� WKLUG�
SDUW��ORJLVWLFV�SURYLGHUV��SD�PHQW�SURFHVVRUV��DQG�LQWHOOHFW�DO�SURSHUW��ULJKWV�KROGHUV���
�
5L�KWV�KROGHUV�D�G�6WDNHKROGHUV��HHGEDFN�

�
,Q�SURYLGLQJ�FRPPHQWV�RQ�SODWIRUPV��F�UUHQW�SUHYHQWDWLYH�HIIRUWV��ULJKWV�KROGHUV�DUJ�HG�WKDW�VRPH�
SODWIRUPV�GR�QRW�GR�HQR�JK�WR�HQV�UH�WKDW�VHOOHUV�SURYLGH�DFF�UDWH�LQIRUPDWLRQ��7KH��DOVR�VWUHVVHG�
WKDW�WKH�RQERDUGLQJ�DQG�YHWWLQJ�RI�VHOOHUV�UHPDLQV�D�FRQFHUQ�RI�WKH�KLJKHVW�SULRULW����
�
6RPH�FRPPHQWHUV�I�UWKHU�DUJ�HG�WKDW�VHOOHUV��LOO�QRW�EH�V�IILFLHQWO��GHWHUUHG��QOHVV�WKH��FDQ�EH�
LGHQWLILHG�DQG�S�QLVKHG�IRU�SURPRWLQJ�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV�YLD�RQOLQH�SODWIRUPV��)�UWKHU��
WKH��FRQWHQGHG�WKDW�SODWIRUPV�VKR�OG�EH�PRUH�SURDFWLYH�LQ�WKHLU�DSSURDFK�WR�FRPEDWLQJ�,35�WKHIW�
DQG�PLV�VH��&RPPHQWHUV�DOVR�DGYLVHG�WKDW�WKH�ODFN�RI�UHOHYDQW�SROLFLHV�DQG�SURFHG�UHV�WR�YHULI��
VHOOHUV�� WU�H� QDPHV� DQG� DGGUHVVHV�� DQG� WR� FRQG�FW� WKH� QHFHVVDU�� YHWWLQJ� DQG� G�H� GLOLJHQFH��
FRQWULE�WHV�WR�D�UDQJH�RI�LPSHGLPHQWV�WR�HIIHFWLYH�HQIRUFHPHQW��
�
5LJKWV� KROGHUV��LGHO�� YLH��WKH� SUHVHQW� OHJLVODWLYH� ODQGVFDSH� IRU� RQOLQH� HQIRUFHPHQW����KHUH�
RQOLQH�LQWHUPHGLDULHV�DUH�JHQHUDOO��QRW�VWULFWO��OLDEOH�IRU�WKH�SURG�FWV�VROG�RQ�WKHLU�PDUNHWSODFHV�
E�� WKLUG� SDUWLHV� �� WR� EH� R�W� RI� GDWH�� :KLOH� LQ� WKH� EULFN�DQG�PRUWDU� HFRQRP��� FRQWULE�WRU��
LQIULQJHPHQW�OLDELOLW��KDV�EHHQ��HOO�GHYHORSHG�WKUR�JK�FDVH�OD��IRU�WKH�OLFHQVLQJ�DQG�RYHUVLJKW�RI�



�

���

VHOOHUV��D�FRPSDUDEOH�UHJLPH�LV�ODUJHO��QRQ�H[LVWHQW�LQ�WKH�H�FRPPHUFH�UHDOP��$�NH��SUREOHP�KHUH�
LV� WKDW� WKH� OD�V� WKDW� DSSO�� WRGD��KDYH� UHPDLQHG� ODUJHO�� �QFKDQJHG�VLQFH� WKH� HDUO�� GD�V� RI�H�
FRPPHUFH��7KH���HUH�GHYHORSHG�DW�D�WLPH��KHQ�&RQJUHVV��SULPDU��FRQFHUQ��DV�WR�DYRLG�RYHU�
UHJ�ODWLRQ�RI�WKH�QDVFHQW�PDUNHW���DV�H[HPSOLILHG�E��WKH�Q�PHUR�V�VDIH�KDUERUV�DQG�OLPLWDWLRQV�
RQ�OLDELOLW��IRU�WKLUG�SDUW��LQWHUPHGLDULHV���
�
5LJKWV� KROGHUV� I�UWKHU� DUJ�HG� WKDW� WKH� F�UUHQW� U�OHV�� UHJ�ODWLRQV�� DQG� SUDFWLFHV� JRYHUQLQJ� H�
FRPPHUFH� GLVSURSRUWLRQDWHO�� SODFH� WKH� E�UGHQ� RI� HQIRUFHPHQW� RQ� ULJKWV� KROGHUV�� :KLOH� H�
FRPPHUFH�SODWIRUPV�WKDW�RSHUDWH�WKLUG�SDUW��PDUNHWSODFHV�SURYLGH�YDULR�V�WRROV�IRU�ULJKWV�KROGHUV�
WR�UHSRUW�FR�QWHUIHLW�OLVWLQJV�RI�WKHLU�EUDQGV��WKH��KDYH�HIIHFWLYHO��VKLIWHG�WKH�SULPDU��UHVSRQVLELOLW��
WR�PRQLWRU��GHWHFW��DQG�UHPRYH�LQIULQJLQJ�SURG�FWV�WR�WKH�ULJKWV�KROGHUV��
�
&RPPHQWHUV� DOVR� QRWHG� VHYHUDO� GLVSDULWLHV� DFURVV� H�FRPPHUFH� SODWIRUPV�� )RU� H[DPSOH�� DPRQJ�
WKLUG�SDUW��PDUNHWSODFHV�WKDW�FRQWURO��KR�PD��OLVW�SURG�FWV�RQ�WKHLU�VLWH�IRU�VDOH��VRPH�VFU�WLQL]H�
WKHLU� VHOOHUV�P�FK�PRUH� WKDQ�RWKHUV��6RPH�DOOR��DQ�RQH�WR�VHOO� D�SURG�FW� LI�WKH��SURYLGH�EDVLF�
LQIRUPDWLRQ�DER�W�WKHPVHOYHV��V�FK�DV�FUHGLW�FDUG�DQG�WD[�LGHQWLW��LQIRUPDWLRQ��2WKHUV�UHT�LUH�PRUH�
GHWDLOHG�LQIRUPDWLRQ��V�FK�DV�DQ�H[LVWLQJ�RQOLQH�SUHVHQFH��SURRI�WKDW�WKH�VHOOHU�LV�D�E�VLQHVV�HQWLW��
DQG�QRW�DQ�LQGLYLG�DO��DQG�WKDW�WKH�VHOOHU�KDV�HVWDEOLVKHG�F�VWRPHU�V�SSRUW���
�
6�EPLVVLRQV��HUH�DOVR�UHFHLYHG�IURP�VHYHUDO�SODWIRUPV�QRWLQJ�WKDW�WKH��KDYH�LQYHVWHG�KHDYLO��LQ�
SURDFWLYH�HIIRUWV�WR�SUHYHQW�FR�QWHUIHLWV�IURP�UHDFKLQJ�WKHLU�RQOLQH�VWRUHV��DQG�VHYHUDO�FRPPHQWHUV�
QRWHG� WKDW� VRPH� SODWIRUPV� KDYH� VLJQLILFDQW� LQWHUDFWLRQV� �LWK� OD�� HQIRUFHPHQW� WR� FRPEDW�
FR�QWHUIHLWV�WUDIILFNLQJ��$GGLWLRQDOO���WKHUH��DV�FRQFHUQ�H[SUHVVHG�E��VRPH�UHVSRQGHQWV�WKDW��KLOH�
VHYHUDO�RI�WKH�OHDGLQJ�RQOLQH�SODWIRUPV�KDYH�E�LOW�R�W�V�EVWDQWLDO�SURJUDPV��PDQGDWLQJ�WKDW�WKHVH�
SUDFWLFHV� EH� DGRSWHG� E�� DOO� RQOLQH� SODWIRUPV� FR�OG� KDYH� VLJQLILFDQW� FRQVHT�HQFHV� IRU� VPDOOHU�
FRPSHWLWRUV��
�
2EVHU�DWLR�V�L��6�SSRUW�RI�6WUR����R�HU�PH�W��FWLR��

�
)LYH�REVHUYDWLRQV�HPHUJHG�IURP�WKLV�VWDNHKROGHU�R�WUHDFK�DQG�D�EURDGHU�UHYLH��RI�WKH�H�FRPPHUFH�
ODQGVFDSH��ILUVW��DFWLRQV�E��WKH�SULYDWH�VHFWRU�FRPSRQHQWV�RI�WKH�H�FRPPHUFH�V�SSO���GLVWULE�WLRQ��
DQG� VDOHV�FKDLQ��LOO�EH� FULWLFDO� WR� UHG�FLQJ� WKH� KHDY�� YRO�PH�RI� FR�QWHUIHLW� DQG�SLUDWHG�JRRGV�
FLUF�ODWLQJ� LQ� WKH� 8�6�� HFRQRP��� 7KLV� LV� SDUWLF�ODUO�� WU�H� IRU� WKLUG�SDUW��PDUNHWSODFHV�� �KLFK�
SURYLGH�WRROV�WKDW�SURG�FHUV�RI�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV�FDQ�H[SORLW���
�
:LWK�UHVSHFW�WR�V�FK�DFWLRQV��SODWIRUPV�DUH�LQFUHDVLQJO��GHYHORSLQJ�PHWKRGV�WR�UHPRYH�FR�QWHUIHLW�
OLVWLQJV�DQG�FRPSHQVDWH�FRQV�PHUV��KR�KDYH��Q�LWWLQJO��S�UFKDVHG�FR�QWHUIHLW�JRRGV��3ODWIRUPV�
DUH� DOVR� LPSURYLQJ� WKHLU� FDSDELOLWLHV� WR� PRUH� T�LFNO�� LGHQWLI�� FR�QWHUIHLWV� DV� �HOO� DV� LGHQWLI��
SURG�FW�VHFWRUV�WKDW�DUH�PRUH�Y�OQHUDEOH�WR�FR�QWHUIHLWLQJ���
�
6HFRQG��GHVSLWH�V�FK�DFWLRQV��SULYDWH�VWDNHKROGHUV�KDYH�IDOOHQ�IDU�VKRUW�RI�DGHT�DWHO��DGGUHVVLQJ�
WKH� V�EVWDQWLDO� FKDOOHQJHV� WKDW�P�VW�EH� V�UPR�QWHG�LI� WKH� WUDIILFNLQJ�RI�FR�QWHUIHLW� DQG�SLUDWHG�
JRRGV�LV�WR�EH�GHWHUUHG��6�FK�WUDIILFNLQJ�FRQWLQ�HV�WR�JUR��ERWK�LQ�WKH�YRO�PH�DQG�DUUD��RI�JRRGV�
WUDIILFNHG��$�NH��IDLOLQJ��LWKLQ� WKH�SULYDWH�VHFWRU�LV�D� ODFN�RI�D�FRPPRQO��DFFHSWHG�VHW�RI�EHVW�
SUDFWLFHV�WR�FRPEDW�FR�QWHUIHLW�WUDIILFNLQJ���
�



�

���

7KLUG�� ULJKWV� KROGHUV� DUH� RIWHQ� E�UGHQHG� E�� H�FRPPHUFH� SODWIRUPV� WKDW� RSHUDWH� WKLUG�SDUW��
PDUNHWSODFHV��LWK�D�GLVSURSRUWLRQDWH�VKDUH�RI�WKH�FRVWV�RI�PRQLWRULQJ��GHWHFWLRQ��DQG�HQIRUFHPHQW�
IDOOLQJ�RQ� ULJKWV�KROGHUV��7KLV�E�UGHQ�IDOOV�KHDYLO��RQ�VPDOOHU�$PHULFDQ�HQWHUSULVHV� WKDW� FDQQRW�
VSUHDG� WKH� FRVWV�G�H� WR� WUDGHPDUN� LQIULQJHPHQWV� DQG� EUDQG� HQIRUFHPHQW� RYHU� ODUJH� VDOHV� DQG�
LQYHQWRULHV��
�
)R�UWK��QR�DPR�QW�RI�RIILFHUV�RU�JRYHUQPHQW�UHVR�UFHV�DORQH�FDQ�VWHP�WKLV�WUDIILFNLQJ��
�
)LIWK�� DEVHQW�WKH�DGRSWLRQ�RI�D�VHW�RI�EHVW�SUDFWLFHV�DQG�D�I�QGDPHQWDO� UHDOLJQPHQW�RI�LQFHQWLYHV�
EUR�JKW�DER�W�E��VWURQJ�JRYHUQPHQW�DFWLRQV�� WKH�SULYDWH�VHFWRU��LOO� FRQWLQ�H�WR� IDOO�IDU�VKRUW�LQ�
SROLFLQJ�LWVHOI��,QGHHG��WKH�F�UUHQW�LQFHQWLYH�VWU�FW�UH�WHQGV�WR�UH�DUG�WKH�WUDIILFNLQJ�LQ�FR�QWHUIHLW�
DQG�SLUDWHG�JRRGV�PRUH�WKDQ�WKHVH�LQFHQWLYHV�KHOS�WR�GHWHU�V�FK�WUDIILFNLQJ��
�
7KH� QH[W� W�R� VHFWLRQV� RI� WKLV� UHSRUW� LGHQWLI�� D� VHW� RI� VWURQJ� JRYHUQPHQW�DFWLRQV� WKDW� '�6�� LQ�
FRQV�OWDWLRQ� �LWK� WKH� LQWHUDJHQF��� EHOLHYHV� LV� QHFHVVDU�� WR� EULQJ� DER�W� WKLV� I�QGDPHQWDO�
UHDOLJQPHQW� RI� LQFHQWLYHV� �� DQG� WKHUHE�� HQV�UH� WKDW� H�FRPPHUFH� VWDNHKROGHUV� DSSURSULDWHO��
VKR�OGHU�P�FK�PRUH�RI� WKH�UHVSRQVLELOLW��IRU�SUHYHQWLQJ�WKH�RQOLQH�WUDIILFNLQJ� LQ�FR�QWHUIHLW�DQG�
SLUDWHG�JRRGV��
�

��� ,PPHGLDWH�$FWLRQ�E��'�6�DQG�5HFRPPHQGDWLRQV�
IRU�WKH�86���

�
&%3�DQG�,&(�DUH�WKH�SULPDU��IHGHUDO�DJHQFLHV�UHVSRQVLEOH�IRU�VHF�ULQJ�$PHULFD�V�ERUGHUV��$�NH��
UHVSRQVLELOLW��LV�WR�SUHYHQW�JRRGV�WKDW�LQIULQJH�8�6��FRS�ULJKWV��UHJLVWHUHG�WUDGHPDUNV��DQG�FHUWDLQ�
SDWHQWV�IURP�HQWHULQJ�WKH�8QLWHG�6WDWHV��&%3�V�LQWHUGLFWLRQ�RI�FR�QWHUIHLW�JRRGV�DW�8�6��3RUWV�RI�
(QWU���32(��LV�WKH�IURQWOLQH�RI�86��,35�HQIRUFHPHQW���
�
,Q�PHHWLQJ�WKHLU�UHVSRQVLELOLWLHV��&%3�DQG�,&(�KDYH�WKH�VWDW�WRU��D�WKRULW��WR�LQVSHFW�D���SDFNDJH�
DV�LW�LV�LPSRUWHG�LQWR�8�6��WHUULWRU���&%3�DQG�,&(�PD��GUD���SRQ�Q�PHUR�V�RWKHU�D�WKRULWLHV�WR�
VWRS�DQG�SUHYHQW�WKH�WUDIILFNLQJ�RI�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV��IURP�WKH�DVVHVVPHQW�RI�FLYLO�ILQHV�
DQG�RWKHU�SHQDOWLHV�WR�GHEDUULQJ�DQG�V�VSHQGLQJ�LUUHVSRQVLEOH�DFWRUV��0DQ��RI�WKHVH�D�WKRULWLHV�DUH�
�QGHU�WLOL]HG�RU��QGHUGHYHORSHG�WR�PDWFK�WKH�ULVNV�LQ�WKH�HYROYLQJ�H�FRPPHUFH�HQYLURQPHQW��
�
7KH� SUHYLR�V� VHFWLRQV� RI� WKLV� UHSRUW� KDYH� SURYLGHG� DQ� RYHUYLH�� RI� WKH� FR�QWHUIHLW� WUDIILFNLQJ�
ODQGVFDSH�DQG�LGHQWLILHG�NH��SUREOHPV�WKDW�QHHG�WR�EH�DGGUHVVHG�ILUPO��DQG�V�LIWO���7KLV�VHFWLRQ�
LGHQWLILHV�D�VHW�RI�DFWLRQV�'�6��LOO�PDNH�WKUR�JK�HQIRUFHPHQW�DFWLRQV��V�E�UHJ�ODWRU��FKDQJHV��
DQG� DV� QHFHVVDU��� QRWLFH� DQG� FRPPHQW� U�OHPDNLQJ� RU� UHT�HVWHG� VWDW�WRU�� DPHQGPHQWV�� 7KHVH�
DFWLRQV�DUH�V�PPDUL]HG�LQ�WKH�IROOR�LQJ�WDEOH��
�

������������������������d����������������������������������������h���������������

��� (�V�UH�(��L�LHV��L���)L�D�FLDO�,��HUHV�V�L��,PSRU�V��HDU�5HVSR�VLELOL����

��� ,�FUHDVH�6FU��L���RI�6HF�LR������(��LUR�PH���

��� 6�VSH�G�D�G��HEDU�5HSHD��2IIH�GHUV���F����DL�V��1R���RPSOLD���,��HU�D�LR�DO�3RV�V�

��� �SSO���L�LO�)L�HV��3H�DO�LHV�D�G�,�M��F�L�H��F�LR�V�IRU�9LROD�L�H�,PSRU�HG�3URG�F�V�



�

���

��� /H�HUD�H��G�D�FH�(OHF�UR�LF��D�D�IRU�0DLO�0RGH�
��� ���L��R���HUIHL�L����R�VRU�L�P��R�,GH��LI��2�OL�H�1HIDULR�V��F�RUV����7,21��3OD��

��� ��DO��H�(�IRUFHPH���5HVR�UFHV�

��� �UHD�H�0RGHU�L�HG�(��RPPHUFH�(�IRUFHPH���)UDPH�RUN�

��� �VVHVV��R��ULE��RU��7UDGHPDUN�,�IUL��HPH���/LDELOL���IRU�3OD�IRUPV�

����5H�(�DPL�H���H�/H�DO�)UDPH�RUN�6�UUR��GL���1R��5HVLGH���,PSRU�HUV�

����(V�DEOLV��D�1D�LR�DO��R�V�PHU���DUH�HVV��DPSDL���

�
8QOHVV�WKH�WUDIILFNLQJ�RI�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV�LV�JUHDWO��UHG�FHG��$PHULFDQV��LOO�FRQWLQ�H�
WR�IDFH��QDFFHSWDEO��KLJK�KHDOWK�DQG�VDIHW��ULVNV��$PHULFDQ�HQWHUSULVHV�DQG��RUNHUV��LOO�FRQWLQ�H�
WR�HQG�UH�VHYHUH�QHJDWLYH�LPSDFWV��LQQRYDWLRQ�DQG�HFRQRPLF�JUR�WK��LOO�V�IIHU��DQG�$PHULFD��LOO�
FRQWLQ�H�WR�EH�H[SRVHG�WR�VLJQLILFDQW�QDWLRQDO�VHF�ULW��ULVNV���
�

��� ��V�UH� ��WLWLHV� �LWK� �L�D�FLDO� ,�WHUHVWV� L�� ,PSRUWV� �HDU�

5HVSR�VLELOLW��

�
'�6��LOO�S�UV�H�D�PRGHUQL]HG�HQIRUFHPHQW�DQG�UHJ�ODWRU��IUDPH�RUN�WKDW�UHIOHFWV�WKH�HFRQRPLF�
UHDOLWLHV� RI� LQWHUQDWLRQDO� H�FRPPHUFH� DQG� HQV�UHV� WKDW� WKH� IOR��RI� FRQWUDEDQG�LV� VWRSSHG� DW� LWV�
VR�UFH���
��

•� &%3��LOO� DGM�VW� LWV� HQWU�� SURFHVVHV� DQG� UHT�LUHPHQWV�� DV� QHFHVVDU��� WR� HQV�UH� WKDW� DOO�
DSSURSULDWH�SDUWLHV� WR� LPSRUW� WUDQVDFWLRQV� DUH� KHOG� UHVSRQVLEOH� IRU�H[HUFLVLQJ�D� G�W��RI�
UHDVRQDEOH�FDUH��
�

•� &%3��LOO�WUHDW�GRPHVWLF��DUHKR�VHV�DQG�I�OILOOPHQW�FHQWHUV�DV�WKH��OWLPDWH�FRQVLJQHH�IRU�
DQ��JRRG�WKDW�KDV�QRW�EHHQ�VROG�WR�D�VSHFLILF�FRQV�PHU�DW� WKH�WLPH�RI�LWV� LPSRUWDWLRQ��$V�
GLVF�VVHG�LQ�WKLV�UHSRUW��FR�QWHUIHLW�SURG�FWV�HYDGH�GHWHFWLRQ�DQG�VLW�LQ�I�OILOOPHQW�FHQWHUV�
�DLWLQJ� IRU� S�UFKDVH� E�� D� FRQV�PHU�� %�� WUHDWLQJ� GRPHVWLF� �DUHKR�VHV� DQG� I�OILOOPHQW�
FHQWHUV� DV� FRQVLJQHHV� LQ� V�FK�FLUF�PVWDQFHV��&%3� FDQ� HQKDQFH� WKHLU� DELOLW�� WR� LGHQWLI��
6HFWLRQ�����DE�VHV�FRQVLVWHQW��LWK�F�UUHQW�D�WKRULWLHV��DV��HOO�DV��VH�LWV�RWKHU�VWDW�WRU��DQG�
UHJ�ODWRU�� D�WKRULWLHV� WR� FRPEDW� WUDIILFNLQJ� RI� FR�QWHUIHLW� JRRGV� LQ� WKH� SRVVHVVLRQ� RI�
GRPHVWLF��DUHKR�VHV�DQG�I�OILOOPHQW�FHQWHUV��
�

•� '�6��LOO� HQFR�UDJH�SODWIRUPV�DQG� RWKHU� WKLUG�SDUW�� LQWHUPHGLDULHV� WKDW�R�Q�RU�RSHUDWH�
�DUHKR�VHV� RU� I�OILOOPHQW� FHQWHUV� WR� S�UV�H�� LQ� FRRUGLQDWLRQ� �LWK� ULJKWV� KROGHUV�� E�ON�
DEDQGRQPHQW�DQG�GHVWU�FWLRQ�RI�FRQWUDEDQG�JRRGV�WKDW��HUH�QRW�LQWHUGLFWHG�E��&%3�E�W�
DUH� LQ� WKH� SODWIRUP�V� RU� RWKHU� WKLUG�SDUW�� LQWHUPHGLDU��V� SRVVHVVLRQ� LQ� D� �DUHKR�VH� RU�
I�OILOOPHQW�FHQWHU��,Q�FDVHV��KHUH�&%3�V�VSHFWV�PHUFKDQGLVH�GHVWLQHG�IRU�D�8�6��I�OILOOPHQW�
FHQWHU� YLRODWHV� WUDGH� OD�V� SURKLELWLQJ� LPSRUWDWLRQ� RI� FR�QWHUIHLW� JRRGV� DQG� LQLWLDWHV� D�
VHL]�UH� SURFHVV� IRU� PHUFKDQGLVH�� &%3� �LOO� QRWLI�� WKH� SODWIRUP� RU� RWKHU� WKLUG�SDUW��
LQWHUPHGLDU�� RSHUDWLQJ� WKH� I�OILOOPHQW� FHQWHU� RU� �DUHKR�VH� DQG� UHT�HVW� WKH�� S�UV�H�
DEDQGRQPHQW�DQG�GHVWU�FWLRQ��LWK�WKH�ULJKWV�KROGHUV�RI�DQ��LGHQWLFDO�RIIHQGLQJ�JRRGV�LQ�
WKHLU�SRVVHVVLRQ��)DLO�UH�WR�FRRSHUDWH�IROOR�LQJ�V�FK�QRWLILFDWLRQ�FR�OG�EH�D� IDFWRU��KHQ�
&%3�DQG�,&(�LGHQWLI��FR�QWHUIHLW�FDVHV�WR�S�UV�H��QGHU�WKHLU�H[LVWLQJ�D�WKRULWLHV���

�



�

���

•� &%3��LOO�UHT�LUH�IRUPDO�HQWU��IRU�VKLSPHQWV�GHHPHG�KLJK�ULVN��QRW�LWKVWDQGLQJ�WKDW�V�FK�
VKLSPHQWV�PLJKW� RWKHU�LVH� T�DOLI�� IRU� G�W��IUHH� RU� LQIRUPDO� HQWU�� WUHDWPHQW���LJK�ULVN�
PHUFKDQGLVH� VKDOO� LQFO�GH� WKRVH� FDWHJRULHV� RI� JRRGV� WKDW� SRVH� DQ� HOHYDWHG� ULVN� RI�
FR�QWHUIHLWLQJ�DQG�VKDOO�FRQVLGHU�WKH�VR�UFH�RI�WKH�PHUFKDQGLVH���

�
•� &%3��LOO�DGGUHVV�V�FK�KLJK�ULVN�VKLSPHQWV��LWKLQ�LWV�F�UUHQW�ERQGLQJ�UHJLPH��GHYHORSLQJ�

D�IUDPH�RUN�IRU�D�QH��W�SH�RI�ERQG�VSHFLILFDOO��IRU�FR�QWHUIHLW�ULVN��OLNH�ERQGV�UHT�LUHG�
IRU�DQWL�G�PSLQJ�DQG�FR�QWHUYDLOLQJ�G�WLHV����
�

•� ,Q�FRQV�OWDWLRQ��LWK�WKH�'HSDUWPHQW�RI�-�VWLFH��&%3��LOO�SURYLGH�J�LGDQFH�UHJDUGLQJ�WKH�
W�SHV�RI�F�VWRPV�YLRODWLRQV�WKDW�FR�OG�EH�DFWLRQDEOH��QGHU�WKH�)DOVH�&ODLPV�$FW��)&$��
DQG��LOO�PDNH�LQIRUPDWLRQ�UHJDUGLQJ�V�FFHVVI�O�)&$�FODLPV�S�EOLFO��DYDLODEOH�WR�LQIRUP�
DQG�HQDEOH�WKH�S�EOLF�WR�LGHQWLI��DQG�EULQJ�V�FK�YLRODWLRQV�WR�WKH�DWWHQWLRQ�RI�WKH�
JRYHUQPHQW��
�

��� ,�FUHDVH�6FU�WL���RI�6HFWLR���������LUR�PH�W�

�
$V� GHVFULEHG� DERYH�� H[LVWLQJ� OD�V� DQG� DGPLQLVWUDWLYH� SUDFWLFHV� PD�� QRW� V�IILFLHQWO�� GHILQH�
UHVSRQVLELOLWLHV�LQ�WKH�H�FRPPHUFH�HQYLURQPHQW��LQFO�GLQJ��KR��LWKLQ�DQ�H�FRPPHUFH�WUDQVDFWLRQ�
EHDUV� UHVSRQVLELOLW��DQG�OHJDO� OLDELOLW��IRU� LOOLFLW�PHUFKDQGLVH�DQG�RWKHU�YLRODWLRQV��6WDW�WHV� DQG�
DGPLQLVWUDWLYH� SUDFWLFHV� FDQ� EH� FODULILHG� DQG� �SGDWHG� WR� SURYLGH� JUHDWHU� WUDQVSDUHQF�� DQG�
LQIRUPDWLRQ� DER�W� WKH�YDULR�V�SDUWLHV�LQYROYHG�VR� WKDW�'�6� FDQ� LGHQWLI��KLJK�ULVN�WUDQVDFWLRQV��
LQWHUGLFW�GDQJHUR�V�PHUFKDQGLVH��DQG�FD�VH�EDG�DFWRUV�WR�SD��WKH�SULFH�IRU�WKHLU�DFWLRQV��7R�DGGUHVV�
WKLV�SUREOHP�LQ�WKH�6HFWLRQ�����HQYLURQPHQW��&%3�VKDOO�UHT�LUH�GDWD�WKDW�V�IILFLHQWO��LGHQWLILHV�WKH�
WKLUG�SDUW�� VHOOHU� DQG� WKH� QDW�UH� DQG� YDO�H� RI� WKH� LPSRUWHG� PHUFKDQGLVH�� DV� �HOO� DV� RWKHU�
LQIRUPDWLRQ� WKDW� LV� QHFHVVDU�� WR� GHWHUPLQH� WKH� UHVSRQVLEOH� SDUW�� IRU� 6HFWLRQ� ���� HOLJLELOLW��
S�USRVHV��FRQVLVWHQW��LWK�H[LVWLQJ�OHJDO�D�WKRULWLHV��7KLV��LOO�EH�LQIRUPHG�E��WKH�IROOR�LQJ�HIIRUWV���

�
•� �D��HU� ,�IRUPD�LR�� ��UR���� 3LOR�� 3UR�UDP�� &%3� KDV� EHHQ� H[DPLQLQJ� GLIIHUHQW� H�

FRPPHUFH�SODWIRUP�E�VLQHVV�PRGHOV�DQG�KDV�LQLWLDWHG�VHYHUDO�SLORW�SURJUDPV�GHVLJQHG�WR�
EHWWHU��QGHUVWDQG�WKH�G�QDPLFV�LQYROYHG��DQG�WKH�W�SH�RI�LQIRUPDWLRQ�WKDW�WKH�JRYHUQPHQW�
VKR�OG�EH�FROOHFWLQJ��LQFO�GLQJ�WKH��6HFWLRQ�����'DWD�3LORW�� VSHFLILFDOO��IRU�6HFWLRQ�����
HQWULHV�� ��� )HG� 5HJ�� ������ �-�O�� ���� ������� &%3� SODQV� WR� FRQWLQ�H� WKHVH� HIIRUWV� IRU�
DSSUR[LPDWHO��W�R��HDUV�DQG��LOO��VH�WKH�LQIRUPDWLRQ�JDLQHG�WR�EHWWHU�WDUJHW�FR�QWHUIHLWV�
LQ�WKH�6HFWLRQ�����HQYLURQPHQW��WR�KHOS�VKDSH�WKH�VFRSH�RI�I�UWKHU�SROLF��IRUPDWLRQ��DQG�
HQV�UH�FRPSOLDQFH��LWK�F�VWRPV�OD�V���

�
•� (��D�FHG��D�D�5HT�LUHPH��V��8SRQ�FROOHFWLRQ�RI�DGHT�DWH�DPR�QWV�RI�GDWD�WKUR�JK�WKH�

6HFWLRQ�����'DWD�3LORW�WR� LGHQWLI��JDSV�LQ�WKH�F�UUHQW�GDWD�FROOHFWLRQ�IUDPH�RUN��E�W�QR�
ODWHU�WKDQ�VL[�PRQWKV�IURP�WKH�LVV�DQFH�RI�WKLV�UHSRUW��&%3��LOO��FRQVLVWHQW��LWK�DSSOLFDEOH�
OD��� WDNH� DOO� QHFHVVDU�� VWHSV��� LQFO�GLQJ�� DV� DSSOLFDEOH�� LVV�LQJ� D� QRWLFH� RI� SURSRVHG�
U�OHPDNLQJ���WR�LQLWLDWH�D�QH��GDWD�FROOHFWLRQ�SURFHVV��7KLV�SURFHVV��LOO�LQFO�GH�FROOHFWLQJ�
FHUWDLQ� LQIRUPDWLRQ� IURP� GRPHVWLF��DUHKR�VHV� RU� I�OILOOPHQW� FHQWHUV� DER�W� WKLUG�SDUW��
VHOOHUV� LQ� WUDQVDFWLRQV� IRU��KLFK�WKH� WKLUG�SDUW�� VHOOHU� �WLOL]HV�D� GRPHVWLF��DUHKR�VH� RU�
I�OILOOPHQW�FHQWHU�WR�VWRUH�LQYHQWRU��IRU�I�UWKHU�VDOH�WR�GRPHVWLF�FRQV�PHUV��7KH�FROOHFWLRQ�
�LOO�DOVR�LQFO�GH�GDWD�WKDW� V�IILFLHQWO��LGHQWLILHV�WKH� WKLUG�SDUW��VHOOHU�DQG�WKH�QDW�UH�DQG�



�

���

YDO�H� RI� WKH� LPSRUWHG� PHUFKDQGLVH�� DV� �HOO� DV� RWKHU� LQIRUPDWLRQ� WKDW� LV� QHFHVVDU�� WR�
GHWHUPLQH� WKH� UHVSRQVLEOH� SDUW�� IRU� 6HFWLRQ� ���� HOLJLELOLW�� S�USRVHV�� FRQVLVWHQW� �LWK�
H[LVWLQJ�OHJDO�D�WKRULWLHV��$V�DSSURSULDWH��WKH�GRPHVWLF��DUHKR�VH�RU�I�OILOOPHQW�FHQWHU�PD��
EH�GHHPHG�WKH��SHUVRQ��IRU�6HFWLRQ�����HOLJLELOLW��LI�WKH��DUHKR�VH�RU�I�OILOOPHQW�FHQWHU�
IDLOV�WR�SURYLGH�&%3��LWK�V�FK�LQIRUPDWLRQ���
�

•� ,VV�H� ��LGD�FH�� 7R� SUHYHQW� DE�VH� RI� 6HFWLRQ� ����� &%3� �LOO� GHYHORS� DGPLQLVWUDWLYH�
J�LGDQFH�DQG��LI�QHFHVVDU���FRQVLGHU��KHWKHU�SURP�OJDWLQJ�QH��UHJ�ODWLRQV�LV�QHFHVVDU��WR�
EHWWHU�GHILQH�DQG�V�EVHT�HQWO��HQIRUFH�6HFWLRQ�����HOLJLELOLW��UHT�LUHPHQWV��$W�D�PLQLP�P�
WKLV�J�LGDQFH��LOO�DGGUHVV�WKH�IROOR�LQJ���
�

�� :KDW�YDO�H�QHHGV�WR�EH�UHSRUWHG�IRU�D�6HFWLRQ�����HQWU���DQG��
�

�� :KDW�LQIRUPDWLRQ��LOO�EH�QHFHVVDU��WR��QLT�HO��LGHQWLI��WKH��OWLPDWH�FRQVLJQHH��
�

��� 6�VSH�G�D�G��HEDU�5HSHDW�2IIH�GHUV���FW���DL�VW�1R��

�RPSOLD�W�,�WHU�DWLR�DO�3RVWDO�2SHUDWRUV�

�

,Q�DSSURSULDWH�FLUF�PVWDQFHV��&%3�DQG�,&(�F�UUHQWO��WDNH�VWHSV�WR�DGG�SHUVRQV��ERWK�HQWLWLHV�DQG�
LQGLYLG�DOV�� WKDW� KDYH� EHHQ� IR�QG� WR� ODFN� SUHVHQW� UHVSRQVLELOLW�� WR� WKH� IHGHUDO� V�VSHQVLRQ� DQG�
GHEDUPHQW� OLVW�� 7KRVH� SHUVRQV� RQ� WKLV� V�VSHQVLRQ� DQG� GHEDUPHQW� OLVW� DUH� SURKLELWHG� IURP�
SDUWLFLSDWLQJ� LQ� ERWK� JRYHUQPHQW� SURF�UHPHQW� DQG� FHUWDLQ� RWKHU� QRQ�SURF�UHPHQW� DFWLYLWLHV��
�R�HYHU��F�UUHQW�DJHQF��SUDFWLFHV�FRQWLQ�H�WR�SHUPLW�WKHVH�SHUVRQV�WR�REWDLQ�LPSRUWHU�RI�UHFRUG�
Q�PEHUV�DQG�LPSRUW�JRRGV�LQWR�WKH�8QLWHG�6WDWHV���
�
([SOLFLWO��FODULI�LQJ�WKH�VFRSH�RI�V�VSHQVLRQ�DQG�GHEDUPHQW�WR�SUHYHQW�SDUWLFLSDWLRQ�LQ�WKH�LPSRUWHU�
RI� UHFRUG�SURJUDP�E��DPHQGLQJ�([HF�WLYH�2UGHU� �������LOO� DVVLVW�&%3�LQ� UHT�LULQJ� UHJ�ODWHG�
HQWLWLHV� WR�VFUHHQ� WKHLU�F�VWRPHUV�DJDLQVW� WKH� V�VSHQVLRQ�DQG� GHEDUPHQW� OLVW��7KLV��LOO� LPSURYH�
WDUJHWLQJ�DQG�UHG�FH�WKH�Q�PEHU�RI�SDFNDJHV�VHQW�E��UHSHDW�RIIHQGHUV��WKHUHE��VWRSSLQJ�WKH�IOR��
RI�FRQWUDEDQG�DW�WKHLU�VR�UFHV��
�

•� &%3� UHFRPPHQGV� DPHQGLQJ� ([HF�WLYH� 2UGHU� ������ WR� H[SOLFLWO�� EDU� V�VSHQGHG� DQG�
GHEDUUHG�SHUVRQV�IURP�SDUWLFLSDWLQJ�LQ�WKH�,PSRUWHU�RI�5HFRUG�3URJUDP���
�

•� )ROOR�LQJ� V�FK� DQ� DPHQGPHQW�� RU� DV� RWKHU�LVH� FRQVLVWHQW� �LWK� DSSOLFDEOH� OD�� DQG�
([HF�WLYH� 2UGHUV�� &%3��LOO� UHT�LUH� H[SUHVV� FRQVLJQPHQW� RSHUDWRUV�� FDUULHUV�� DQG� K�E�
IDFLOLWLHV�WR�YHULI��WKHLU�F�VWRPHUV�KDYH�QRW�EHHQ�V�VSHQGHG�RU�GHEDUUHG�IURP�SDUWLFLSDWLQJ�
LQ�WKH�,PSRUWHU�RI�5HFRUG�3URJUDP�DQG�UHI�VH�WR�SURYLGH�LPSRUW�UHODWHG�VHUYLFHV� WR�V�FK�
V�VSHQGHG�RU�GHEDUUHG�F�VWRPHUV���
�

•� &RQVLVWHQW��LWK�DSSOLFDEOH�OD���&%3��LOO�FRQGLWLRQ�FRQWLQ�HG�DFFHVV�WR�LWV��WU�VWHG�WUDGHU�
SURJUDPV�� E��H[SUHVV�FRQVLJQPHQW�RSHUDWRUV��FDUULHUV��DQG�K�E� IDFLOLWLHV�RQ�FRPSOLDQFH�
�LWK�WKLV�YHULILFDWLRQ�SURFHVV�WKDW�GHWHUPLQHV��KHWKHU�D�F�VWRPHU�KDV�EHHQ�V�VSHQGHG�RU�
GHEDUUHG��

�



�

���

•� &RQVLVWHQW��LWK�DSSOLFDEOH�OD���&%3�DOVR��LOO� LGHQWLI��QRQ�FRPSOLDQW�LQWHUQDWLRQDO�SRVWDO�
RSHUDWRUV� DQG� LQWHUQDWLRQDO�SRVWV�E�� GHYHORSLQJ� DQ� ,QWHUQDWLRQDO�0DLO�1RQ�&RPSOLDQFH�
PHWULF�DQG��LOO�WDNH�HQIRUFHPHQW�DFWLRQV�EDVHG�RQ�WKHVH�PHWULFV���

�
����SSO���L�LO��L�HV��3H�DOWLHV��D�G�,�M��FWL�H��FWLR�V�IRU�9LRODWL�H�

,PSRUWHG�3URG�FWV�

�
,W�LV�FULWLFDO�WR�WKH�LQWHJULW��RI�H�FRPPHUFH�DQG�IRU�WKH�SURWHFWLRQ�RI�FRQV�PHUV�DQG�ULJKWV�KROGHUV�
WKDW� H�FRPPHUFH� SODWIRUPV� WKDW� RSHUDWH� WKLUG�SDUW�� PDUNHWSODFHV�� DQG� RWKHU� WKLUG�SDUW��
LQWHUPHGLDULHV�DVV�PH�JUHDWHU� UHVSRQVLELOLW���DQG�WKHUHIRUH�JUHDWHU� OLDELOLW��IRU�WKHLU�UROHV�LQ� WKH�
WUDIILFNLQJ�RI�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV��7R�WKDW�HQG��&%3�DQG�,&(��LOO��VH�H[LVWLQJ�VWDW�WRU��
DQG� UHJ�ODWRU�� D�WKRULWLHV� WR� UHDFK� WKH� DFWLYLWLHV� RI� WKLUG�SDUW�� PDUNHWSODFHV� DQG� RWKHU�
LQWHUPHGLDULHV��KHUH�HYLGHQFH�GHPRQVWUDWHV�WKH��KDYH��QOD�I�OO��DVVLVWHG�LQ�WKH� LPSRUWDWLRQ�RI�
FR�QWHUIHLW�DQG�SLUDWHG�JRRGV�WKUR�JK�WKH�IROOR�LQJ�DFWLRQV���
�

•� &%3�DQG�,&(��LOO�LPPHGLDWHO��EHJLQ�WR�LGHQWLI��FDVHV�LQ��KLFK�WKLUG�SDUW��LQWHUPHGLDULHV�
KDYH�GHPRQVWUDEO��GLUHFWHG��DVVLVWHG�ILQDQFLDOO���RU�DLGHG�DQG�DEHWWHG�WKH� LPSRUWDWLRQ�RI�
FR�QWHUIHLW�PHUFKDQGLVH��,Q�FRRUGLQDWLRQ��LWK�WKH�'HSDUWPHQW�RI�-�VWLFH��&%3�DQG�,&(��LOO�
VHHN�DOO�DYDLODEOH�VWDW�WRU��D�WKRULWLHV�WR�S�UV�H�FLYLO�ILQHV�DQG�RWKHU�SHQDOWLHV�DJDLQVW�WKHVH�
HQWLWLHV��LQFO�GLQJ�UHPHGLHV��QGHU����8�6�&���������I���DV�DSSURSULDWH���
�

•� '�6� UHFRPPHQGV� WKH�DGPLQLVWUDWLRQ�S�UV�H� D� VWDW�WRU��FKDQJH� WR�H[SOLFLWO��SHUPLW� WKH�
JRYHUQPHQW� WR� VHHN� LQM�QFWLYH� UHOLHI� DJDLQVW� WKLUG�SDUW�� PDUNHWSODFHV� DQG� RWKHU�
LQWHUPHGLDULHV�GHDOLQJ�LQ�FR�QWHUIHLW�PHUFKDQGLVH���
�

•� ,Q� WKH� LQWHULP��'�6��LOO� SURYLGH� LQIRUPDWLRQ� DQG� V�SSRUW� WR� UHJLVWHUHG� EUDQG� R�QHUV�
ORRNLQJ�WR��WLOL]H�VWDW�WRU��D�WKRULWLHV�WR�VHHN� LQM�QFWLYH�UHOLHI�DJDLQVW�SHUVRQV�GHDOLQJ�LQ�
FR�QWHUIHLW�PHUFKDQGLVH���KHWKHU� WKUR�JK�GLUHFW�VDOHV� RU� IDFLOLWDWLRQ� RI� VDOHV�� IROOR�LQJ�
VHL]�UHV�RI�JRRGV�WKDW�DUH�LPSRUWHG�FRQWUDU��WR�OD����
�

•� ,&(�VKDOO�SULRULWL]H�LQYHVWLJDWLRQV�LQWR�LQWHOOHFW�DO�SURSHUW��EDVHG�FULPHV�UHJDUGOHVV�RI�VL]H�
DQG��LOO�PDNH�UHIHUUDOV�IRU�DOO�V�FK�LQYHVWLJDWLRQV��KHUH�DSSURSULDWH��
�

•� ,&(��LOO�FRRUGLQDWH��LWK�WKH�'HSDUWPHQW�RI�-�VWLFH�WR�GHYHORS�D�VWUDWHJ��WR�LQYHVWLJDWH�DQG�
SURVHF�WH�LQWHOOHFW�DO�SURSHUW��YLRODWLRQV�DW�DOO�OHYHOV�RI�WKH�V�SSO��FKDLQ�DW�D�V�IILFLHQWO��
KLJK�OHYHO�WR�UHVSRQG�WR�WKH�FRQFHUQV�UDLVHG�LQ�WKLV�UHSRUW�DQG�DFFRUGLQJ�WR�LWV�E�GJHW�DQG�
EURDGHU�PLVVLRQ�JRDOV���
�

��� �H�HUD�H��G�D�FH��OHFWUR�LF��DWD�IRU�0DLO�0RGH�

�
7KH� 8QLWHG� 6WDWHV� 3RVWDO� 6HUYLFH� �8636�� LV� UHVSRQVLEOH� IRU� WKH� SUHVHQWDWLRQ� RI� PDLO� DQG� WKH�
SURYLVLRQ�RI�DGYDQFH�HOHFWURQLF�GDWD��$('��WR�&%3�IRU�DUULYLQJ�LQWHUQDWLRQDO�PDLO�SDUFHOV��8636�
UHFHLYHV�V�FK�$('�IURP�LQWHUQDWLRQDO�SRVWV��$V�KDV�EHHQ�QRWHG��JLYHQ�WKH�Q�PEHU�RI�H�FRPPHUFH�
WUDQVDFWLRQV�WKDW�DUH�VHQW�E��PDLO��WKHUH�LV�D�VLJQLILFDQW�JDS�LQ�WKH�LQIRUPDWLRQ�&%3�UHFHLYHV���8636�
DQG� &%3� KDYH� HQKDQFHG� WKHLU� FROODERUDWLRQ� LQ� WKH� WDUJHWLQJ� DQG� LGHQWLILFDWLRQ� RI� RIIHQGLQJ�



�

���

PHUFKDQGLVH� WKDW� LV� LPSRUWHG� WKUR�JK� LQWHUQDWLRQDO�PDLO��%RWK� DJHQFLHV� DUH� LPSOHPHQWLQJ�QH��
VWUDWHJLHV�IRU�OHYHUDJLQJ�WKH�$('�DOUHDG��DYDLODEOH�WR�LGHQWLI��RIIHQGLQJ�PHUFKDQGLVH�E��WDNLQJ�
WKH�IROOR�LQJ�DFWLRQV����
�

•� '�6�DQG�8636�KDYH�VLJQHG�D�OHWWHU�RI�LQWHQW�WKDW�HQDEOHV�WKH�8636�WR��RUN�DORQJVLGH�&%3�
G�ULQJ� VSHFLDO�RSHUDWLRQV� WR� EHFRPH�D� IRUFH�P�OWLSOLHU� LQ� WKH� LQWHUGLFWLRQ�RI�FR�QWHUIHLW�
SURG�FWV��
�

•� 8SRQ�FRPSOHWLRQ�DQG�S�EOLFDWLRQ�RI�WKH�6�QWKHWLFV�7UDIILFNLQJ�DQG�2YHUGRVH�3UHYHQWLRQ�
�6723��$FW�LPSOHPHQWLQJ� UHJ�ODWLRQV��'�6��LOO��VH� LQIRUPDWLRQ�JOHDQHG� IURP� WKH�����
'DWD�3LORW�DQG��LOO�PDNH�UHFRPPHQGDWLRQV�WR�8636�WR�DGGUHVV�DQ��FULWLFDO�GDWD�JDSV�WKDW�
UHPDLQ�EHW�HHQ��KDW�LV�UHT�LUHG�RI�PDLO�YHUV�V�DLU�FDUJR��$W�D�PLQLP�P��WKLV�HIIRUW��LOO�
VHHN�WR�HQKDQFH�WKH�LQGLYLG�DOL]HG� WUDFNLQJ�RI�LQWHUQDWLRQDO�PDLO�SDUFHOV�VHQW� WKUR�JK�DLU�
FDUJR���

�
��� 3OD��IRU���7,21�

�
&R�QWHUIHLW� QHW�RUNV� FDQ� EH� FRPSOH[� DQG� P�OWLGLPHQVLRQDO�� H[SORLWLQJ� OHJDO� DQG� UHJ�ODWRU��
Q�DQFHV� LQ� WKH�GLIIHUHQW� VWDJHV�DQG�DVSHFWV�RI� LQWHUQDWLRQDO� WUDGH���HW�� IRU� D�YDULHW��RI� UHDVRQV��
LQFO�GLQJ�FRPSHWLWLRQ�OD��DQG�WUDGH�VHFUHWV�SURWHFWLRQ��YDULR�V� VWDNHKROGHUV�LQ�WKH� H�FRPPHUFH�
V�SSO�� DQG�GLVWULE�WLRQ�FKDLQV� KLVWRULFDOO�� KDYH� QRW� VKDUHG� LQIRUPDWLRQ�RQ� SUREOHPDWLF� VHOOHUV��
VKLSSHUV��IUHLJKW�IRU�DUGHUV��EURNHUV��DQG�RWKHU�WKLUG�SDUW��LQWHUPHGLDULHV�LQYROYHG�LQ�FR�QWHUIHLW�
WUDIILFNLQJ��
�
7R�DGGUHVV� WKLV� LVV�H��WKH�,35�&HQWHU�HVWDEOLVKHG� WKH�(�&RPPHUFH�:RUNLQJ��UR�S��(&:���WR�
IRVWHU�DQG�HQFR�UDJH�WKH�IOR��RI�DFWLRQDEOH�GDWD�DQG�LQIRUPDWLRQ�EHW�HHQ�SODWIRUPV�DQG�UHOHYDQW�
WKLUG�SDUW�� LQWHUPHGLDULHV� DV� �HOO� DV� DIIHFWHG� FDUULHUV�� VKLSSHUV�� VHDUFK� HQJLQHV�� DQG� SD�PHQW�
SURFHVVRUV��'�6�V�SSRUWV�WKH�HIIRUWV�RI�WKH�,35�&HQWHU�V�(&:��DQG�UHFRPPHQGV�WKH�IRUPDWLRQ�
RI�WKH�$QWL�&R�QWHUIHLWLQJ�&RQVRUWL�P�WR�,GHQWLI��2QOLQH�1HIDULR�V�$FWRUV��$&7,21���6SHFLILF�
$&7,21�HIIRUWV��LOO�LQFO�GH�WKH�IROOR�LQJ���
�

•� 6KDULQJ�LQIRUPDWLRQ��LWKLQ�WKH�$&7,21�IUDPH�RUN�RQ�VHOOHUV��VKLSSHUV��DQG�RWKHU�WKLUG�
SDUW��LQWHUPHGLDULHV�LQYROYHG�LQ�WUDIILFNLQJ�LQ�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV��
�

•� 6KDULQJ�RI�ULVN�D�WRPDWLRQ�WHFKQLT�HV�DOOR�LQJ�$&7,21�PHPEHUV�WR�FUHDWH�DQG�LPSURYH�
RQ� SURDFWLYH� WDUJHWLQJ� V�VWHPV� WKDW� D�WRPDWLFDOO�� PRQLWRU� RQOLQH� SODWIRUP� VHOOHUV� IRU�
FR�QWHUIHLWV�DQG�SLUDWHG�JRRGV��
�

•� ,Q� DGGLWLRQ�� $&7,21� PHPEHUV� PD�� HQWHU� QRQ�ELQGLQJ� PHPRUDQGD� RI� �QGHUVWDQGLQJ�
�028���LWK�WKH�,35�&HQWHU��FRQVLVWHQW��LWK�8�6��OD���WR�FODULI��WKH�H[SHFWDWLRQV�DQG�OHJDO�
�QGHUVWDQGLQJ�IRU� GDWD� VKDULQJ� DQG�FRRUGLQDWHG�,35� HQIRUFHPHQW�PRYLQJ� IRU�DUG��6�FK�
028V��LOO�SURYLGH� D�YHKLFOH� WR� FUHDWH� D�FRPSOLDQFH�VFRULQJ�PHFKDQLVP��DV��HOO� DV� WR�
GHOLQHDWH� UHDVRQDEOH�HIIRUWV�WR�NQR��WKH�VHOOHU�DV��HOO�DV�WKH�VFRSH�RI�SURG�FWV� LQYROYHG�
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�H�J��� IDVW�PRYLQJ�FRQV�PHU�JRRGV�� FRQV�PHU� HOHFWURQLFV�� IDVKLRQ� DQG� O�[�U�� SURG�FWV��
VSRUWV�JRRGV��VRIW�DUH��DQG�JDPHV��DQG�WR�V����

�
�����DO��H���IRUFHPH�W�5HVR�UFHV�

�
3DFNDJHV� VKLSSHG� WKUR�JK� WKH� LQWHUQDWLRQDO�PDLO� HQYLURQPHQW� DFFR�QW� IRU� DSSUR[LPDWHO�� ����
PLOOLRQ�SDFNDJHV�DQQ�DOO���7KLV�GRHV�QRW�LQFO�GH�WKH�PLOOLRQV�RI�SDFNDJHV�VHQW�R�W�GDLO��YLD�H[SUHVV�
FRQVLJQPHQW� FDUULHUV�� $PLGVW� WKLV� IORRG� RI� SDFNDJHV�� LQV�IILFLHQW� UHVR�UFHV� FDQ� FUHDWH� D� NH��
OLPLWDWLRQ�RQ�WKH�FDSDELOLWLHV�RI�'�6�DQG�RWKHU�JRYHUQPHQW�DJHQFLHV�WR�VFUHHQ��WDUJHW��DQG�GHWHFW�
WKH�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV�WKDW�KLGH�DPRQJVW�WKH�LQFUHDVLQJ�PDVVLYH�IOR��RI�VPDOO�SDFNDJHV���
�
$� ODFN� RI� UHVR�UFHV� DOVR� OLPLWV� WKH� DELOLW�� RI� LQWHOOLJHQFH� JDWKHULQJ� DQG� DQDO�VLV�� WKH� SURSHU�
GHWHUPLQDWLRQ�RI��KHWKHU�V�VSHFW�JRRGV�PD��EH�FR�QWHUIHLW��WKH�FROOHFWLRQ�RI�FRPSUHKHQVLYH�GDWD�
RQ� WKH� WUDIILFNLQJ� LQ� FR�QWHUIHLW� DQG� SLUDWHG� JRRGV�� DQG� WKH� DELOLW�� WR� FRQG�FW� FULPLQDO�
LQYHVWLJDWLRQV�LQWR�WKH�RUJDQL]DWLRQV�WKDW�WUDIILF�LQ�FR�QWHUIHLW�JRRGV��7R�DGGUHVV�WKHVH�LVV�HV��WKH�
IROOR�LQJ�DFWLRQV�VKDOO�EH�WDNHQ��
�

•� �&%3��LOO�DQDO�]H��KHWKHU�WKH�IHHV�FROOHFWHG�E��&%3�DUH�F�UUHQWO��VHW�DW�V�IILFLHQW�OHYHOV�
WR�UHLPE�UVH�WKH�FRVWV�DVVRFLDWHG��LWK�SURFHVVLQJ��LQVSHFWLQJ��DQG�FROOHFWLQJ�G�WLHV��WD[HV��
DQG� IHHV�IRU�SDUFHOV��&%3�VKDOO�DOVR�SURYLGH� UHFRPPHQGDWLRQV� WR�WKH�'HSDUWPHQW�RI�WKH�
7UHDV�U��UHJDUGLQJ�DQ��IHH�DGM�VWPHQWV�WKDW��R�OG�EH�QHFHVVDU��WR�I�QG�DQG�UHLPE�UVH�WKH�
IHGHUDO�JRYHUQPHQW�V�FRVWV�IRU�PRUH�HIIHFWLYHO��FRPEDWLQJ�WKH� WUDIILFNLQJ�RI�FR�QWHUIHLW�
DQG�SLUDWHG�JRRGV��

�

����UHDWH�0RGHU�L�HG����RPPHUFH���IRUFHPH�W��UDPH�RUN�

�
'�6��LOO� S�UV�H� D�PRGHUQL]HG�HQIRUFHPHQW� IUDPH�RUN� WKDW� UHIOHFWV� WKH� HFRQRPLF� UHDOLWLHV�RI�
LQWHUQDWLRQDO�H�FRPPHUFH��7KLV�QH��IUDPH�RUN�PD��UHO��RQ�WKH�SURYLVLRQ�RI�SULYLOHJHV�RU�EHQHILWV�
E��&%3� WR�H�FRPPHUFH�HQWLWLHV�LQ�H[FKDQJH� IRU� WKH�V�EPLVVLRQ�RI�DGGLWLRQDO�GDWD�HOHPHQWV�DQG�
V�IILFLHQW�LQWHUQDO�FRQWUROV�WKDW�GHPRQVWUDWH�WKH�HQWLWLHV��DELOLW��WR�LGHQWLI��DQG�PDQDJH�ULVN��LWKLQ�
WKHLU�UHVSHFWLYH�V�SSO��FKDLQV��7KLV�QH��IUDPH�RUN�PD��DOVR�UHT�LUH��SGDWHV�WR�H[LVWLQJ�VWDW�WHV�
DQG� UHJ�ODWLRQV�WR��QGHUSLQ�WKLV�HIIRUW��.H��HOHPHQWV�RI�D�PRGHUQL]HG�H�FRPPHUFH�HQIRUFHPHQW�
IUDPH�RUN�FR�OG�LQFO�GH��E�W�DUH�QRW�OLPLWHG�WR��
�

•� 6HHNLQJ� VWDW�WRU�� D�WKRULW�� WR� WUHDW� ,35� LQIULQJLQJ� JRRGV� DV� V�PPDULO�� IRUIHLWHG� �SRQ�
GLVFRYHU��E��&%3�RU�,&(�VLPLODU�WR�WKH�WUHDWPHQW�RI�6FKHG�OH�,�DQG�,,�QDUFRWLFV��QGHU�7LWOH�
��� RI� WKH� 8�6�� &RGH�� 7KLV� �LOO� VHQG� D� FOHDU� PHVVDJH� DER�W� WKH� LPSRUWDQFH� RI� ,35�
HQIRUFHPHQW��DQG�VLP�OWDQHR�VO��VWUHDPOLQH�WKH�GLVSRVLWLRQ�RI�&%3�HQIRUFHPHQW�DFWLRQV��
�

•� 3�UV�LQJ�VWDW�WRU��DQG�RU�UHJ�ODWRU��FKDQJHV��DV�QHFHVVDU���VR�WKDW�&%3�FDQ�EHWWHU� VKDUH�
LQIRUPDWLRQ��LWK�WKH�SULYDWH�VHFWRU��
�

•� ,PSOHPHQWLQJ�D�ULVN�EDVHG�ERQGLQJ�UHJLPH�IRU�H�FRPPHUFH�WUDQVDFWLRQV��DQG�
�

•� $GRSWLQJ�VWUHDPOLQHG�HQIRUFHPHQW�SURFHVVHV�IRU�VHL]HG��DEDQGRQHG��DQG�IRUIHLWHG�JRRGV��



�

���

�
��� �VVHVV��R�WULE�WRU��7UDGHPDUN�,�IUL��HPH�W��LDELOLW��IRU���

�RPPHUFH�

�
2QOLQH�SODWIRUPV�KDYH�DYRLGHG�FLYLO� OLDELOLW��IRU�FRQWULE�WRU�� WUDGHPDUN�LQIULQJHPHQW�LQ�VHYHUDO�
FDVHV���LYHQ�WKH�DGYDQFH�DQG�H[SDQVLRQ�RI�H�FRPPHUFH��'�6�UHFRPPHQGV�WKDW�WKH�'HSDUWPHQW�
RI�&RPPHUFH�FRQVLGHU�WKH�IROOR�LQJ�PHDV�UHV��
�

•� $VVHVV�WKH�VWDWH�RI�OLDELOLW��IRU�WUDGHPDUN�LQIULQJHPHQW�FRQVLGHULQJ�UHFHQW�M�GLFLDO�RSLQLRQV��
DQG� WKH�LPSDFW�RI�WKLV� UHSRUW�LQFO�GLQJ�SODWIRUPV��LPSOHPHQWDWLRQ�RI�WKH�EHVW�SUDFWLFHV�
GLUHFWHG�KHUHLQ��
�

•� 6HHN� LQS�W� IURP� WKH� SULYDWH� VHFWRU� DQG� RWKHU� VWDNHKROGHUV� DV� WR� WKH� DSSOLFDWLRQ� RI� WKH�
WUDGLWLRQDO� GRFWULQHV� RI� WUDGHPDUN� LQIULQJHPHQW� WR� WKH� H�FRPPHUFH� VHWWLQJ�� LQFO�GLQJ�
�KHWKHU� WR� S�UV�H� FKDQJHV� LQ� WKH� DSSOLFDWLRQ� RI� WKH� FRQWULE�WRU�� DQG�RU� YLFDULR�V�
LQIULQJHPHQW�VWDQGDUGV�WR�SODWIRUPV��

�

���� 5H���DPL�H�WKH��H�DO��UDPH�RUN�6�UUR��GL���1R��5HVLGH�W�

,PSRUWHUV�

�
&�UUHQWO���QRQ�UHVLGHQW�LPSRUWHUV�FDQ�OHJDOO��HQWHU�JRRGV�LQWR�WKH�8QLWHG�6WDWHV�SURYLGHG�WKH��KDYH�
D��UHVLGHQW�DJHQW��DV�GHILQHG�LQ�UHJ�ODWLRQ��,Q�SUDFWLFH��LW�FDQ�EH�GLIILF�OW�WR�FRPSHO�QRQ�UHVLGHQW�
LPSRUWHUV�WR�SD��FLYLO�SHQDOWLHV�DQG�UHVSRQG�WR�RWKHU�HQIRUFHPHQW�DFWLRQV�DYDLODEOH�WR�WKH�86���
:LWK�WKLV�LQ�PLQG��'�6�VKR�OG�UHHYDO�DWH�WKH�OHJDO�IUDPH�RUN�IRU�DOOR�LQJ�QRQ�UHVLGHQW�LPSRUWHUV�
LQ�WKH�6HFWLRQ�����GH�PL�LPL��OR��YDO�H�VKLSPHQW�HQYLURQPHQW��

���� �VWDEOLVK�D�1DWLR�DO��R�V�PHU���DUH�HVV��DPSDL���

�
�LYHQ� WKH�FULWLFDO� UROH� WKDW�FRQV�PHUV�FDQ�SOD�� LQ�WKH�EDWWOH�DJDLQVW�RQOLQH�FR�QWHUIHLWLQJ��'�6�
UHFRPPHQGV� WKH� GHYHORSPHQW� RI� D� QDWLRQDO� S�EOLF�SULYDWH� D�DUHQHVV� FDPSDLJQ�� 7KH� QDWLRQDO�
S�EOLF�D�DUHQHVV�FDPSDLJQ�UHFRPPHQGHG�E��'�6�VKR�OG�LQYROYH�SODWIRUPV��ULJKWV�KROGHUV��DQG�
WKH� DSSOLFDEOH� JRYHUQPHQW� DJHQFLHV� WR�SURYLGH� HG�FDWLRQ� IRU�FRQV�PHUV� UHJDUGLQJ� WKH� ULVNV� RI�
FR�QWHUIHLWV�DV��HOO�DV�WKH�YDULR�V��D�V�FRQV�PHUV�FDQ��VH�WR�VSRW�FR�QWHUIHLW�SURG�FWV��$W�SUHVHQW��
PDQ�� FRQV�PHUV� UHPDLQ��QLQIRUPHG�DV� WR� WKH� ULVNV� RI�E��LQJ�FR�QWHUIHLW� DQG�SLUDWHG�SURG�FWV�
RQOLQH��7KHVH�ULVNV�DUH�ERWK�GLUHFW�WR�WKHP��H�J���WDLQWHG�EDE��IRRG���DV��HOO�DV�LQGLUHFW��H�J���VDOHV�
UHYHQ�HV�FDQ�I�QG�WHUURULVP����
�
0DQ��FRQV�PHUV�DUH�DOVR��QD�DUH�RI�WKH�VLJQLILFDQW�SUREDELOLWLHV�WKH��IDFH�RI�EHLQJ�GHIUD�GHG�E��
FR�QWHUIHLWHUV��KHQ�WKH��VKRS�RQ� H�FRPPHUFH� SODWIRUPV��$V� WKLV� UHSRUW�KDV�GRF�PHQWHG��WKHVH�
SUREDELOLWLHV�DUH��QDFFHSWDEO��KLJK�DQG�DSSHDU� WR�EH�ULVLQJ��(YHQ�WKRVH�FRQV�PHUV�PRWLYDWHG�WR�
FRQG�FW�UHVHDUFK�DQG�VWD��LQIRUPHG�PLJKW�ODFN�WKH�VSHFLDOL]HG�NQR�OHGJH�DQG�HIILFLHQW��VHU�WRROV�
WR�PDNH�GLOLJHQW�RQOLQH�E��LQJ�GHFLVLRQV���
�



�

���

$� VWURQJ� DQG� RQJRLQJ� QDWLRQDO� FDPSDLJQ� WR� LQFUHDVH� S�EOLF� D�DUHQHVV� DER�W� WKH� ULVNV� RI�
FR�QWHUIHLWV�LQ�DQ�H�FRPPHUFH��RUOG�VKR�OG�KHOS�DOHUW�FRQV�PHUV�DER�W�WKH�SRWHQWLDO�GDQJHUV�RI�
VRPH� RQOLQH� S�UFKDVHV�� 7R� WKH� H[WHQW� H�FRPPHUFH� SODWIRUPV� HPSR�HU� WKHLU� FRQV�PHUV� WR�
SDUWLFLSDWH� LQ�WKH�PRQLWRULQJ�DQG�GHWHFWLRQ�RI�FR�QWHUIHLWV��H�J���E�� LPSOHPHQWLQJ�VHYHUDO�RI� WKH�
EHVW�SUDFWLFHV�UHFRPPHQGHG�LQ�WKLV�UHSRUW��WKLV��LOO�DOVR�KHOS�LQ�WKH�ILJKW�DJDLQVW�WKH�WUDIILFNLQJ�LQ�
FR�QWHUIHLW�DQG�SLUDWHG�JRRGV���
�
7KLV� HIIRUW� FR�OG� �VH� WHFKQRORJ�� DV� �HOO� DV� SURYLGH� RQOLQH� HG�FDWLRQ�� )RU� H[DPSOH�� RQOLQH�
PDUNHWSODFHV�FR�OG�SURPLQHQWO��GLVSOD��PHVVDJHV�RQ� WKHLU�KRPH�SDJHV��DV��HOO� DV� RQ�KLJK�ULVN�
LWHP�SDJHV���DUQLQJ�F�VWRPHUV�DER�W�WKH�GDQJHUV�RI�FR�QWHUIHLWV�DQG��UJLQJ�UHVSHFW�IRU�LQWHOOHFW�DO�
SURSHUW�� ULJKWV�� $GGLWLRQDOO��� WKH� FDPSDLJQ� FR�OG� EH� SDLUHG� �LWK� WHFKQRORJLFDOO��HQDEOHG�
DVV�UDQFHV� RI� D�WKHQWLFLW��� 6�FK� DQ� DSSURDFK� �R�OG� SURYLGH� FRPPHUFLDO� DGYDQWDJHV� WR� WKH�
SODWIRUPV�WKDW�DGRSW�LW��KLOH�DOVR�EHQHILWLQJ�FRQV�PHUV�DQG�ULJKWV�KROGHUV�WKUR�JK�UHOLDEOH�PHWKRGV�
WR�LGHQWLI��DQG�FHUWLI��WKH�D�WKHQWLFLW��RI�EUDQGHG�SURG�FWV�DFURVV�RQOLQH�SODWIRUPV��
�

��� 3ULYDWH�6HFWRU�%HVW�3UDFWLFHV��
�
7KH�IROOR�LQJ�WDEOH�FDWDORJV�D�VHW�RI�KLJK�SULRULW���EHVW�SUDFWLFHV��WKDW�VKR�OG�EH�V�LIWO��DGRSWHG�
E�� H�FRPPHUFH� SODWIRUPV� WKDW� RSHUDWH� WKLUG�SDUW�� PDUNHWSODFHV�� DQG� RWKHU� WKLUG�SDUW��
LQWHUPHGLDULHV��8QGHU�WKH�D�WKRULW��RI�WKH�6HFUHWDU��RI�WKH�'HSDUWPHQW�RI��RPHODQG�6HF�ULW���WKHVH�
EHVW�SUDFWLFHV�VKDOO�EH�UHFRPPHQGHG�DQG�FRPP�QLFDWHG�WR�DOO�UHOHYDQW�SULYDWH�VHFWRU�VWDNHKROGHUV�
E��WKH�,&(��6,�OHG�,35�&HQWHU���
�
,W�VKDOO�EH�D�G�W��RI�WKH�,35�&HQWHU�WR�HQFR�UDJH��PRQLWRU��DQG�UHSRUW�RQ�WKH�DGRSWLRQ�RI��DQG�WKH�
SURJUHVV�DQG�HIIHFWLYHQHVV�RI��WKHVH�EHVW�SUDFWLFHV��WKUR�JK�DOO�PHDQV�QHFHVVDU���LWKLQ�WKH�VFRSH�
RI�WKH�OHJDO�D�WKRULW��RI�'�6�DQG�WKH�)HGHUDO��RYHUQPHQW���
�

��������������������������������������������d�����������D������������

��� �RPSUH�H�VL�H��7HUPV�RI�6HU�LFH����UHHPH��V�

��� 6L��LILFD��O��(��D�FHG�9H��L���RI�7�LUG�3DU���6HOOHUV�

��� /LPL�D�LR�V�R���L���5LVN�3URG�F�V�

��� (IILFLH���1R�LFH�D�G�7DNHGR���3URFHG�UHV�

��� (��D�FHG�3RV���LVFR�HU���F�LR�V�

��� ,�GHP�L���5HT�LUHPH��V�IRU�)RUHL���6HOOHUV�

��� �OHDU�7UD�VDF�LR�V�7�UR�����D�NV���D���RPSO���L���8�6��(�IRUFHPH���5HT�HV�V���

��� 3UH�6DOH�,GH��LILFD�LR��RI�7�LUG�3DU���6HOOHUV�

��� (V�DEOLV��0DUNH�SODFH�6HOOHU�,�V�

�����OHDUO��,GH��LILDEOH��R���U��RI�2UL�L���LVFORV�UHV�

�
����RPSUHKH�VL�H��7HUPV�RI�6HU�LFH����UHHPH�WV�

�
,W�LV�FULWLFDO�WKDW�SODWIRUPV�UHT�LUH�DOO�WKLUG�SDUW��VHOOHUV�WR�VLJQ�FRPSUHKHQVLYH�DQG�VWULQJHQW�WHUPV�
RI� VHUYLFH� DJUHHPHQWV� WKDW� PD[LPL]H� WKH� D�WKRULWLHV� RI� WKH� SODWIRUPV� WR� FRPEDW� FR�QWHUIHLW�
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WUDIILFNLQJ��7HUPV�RI�VHUYLFH�DJUHHPHQWV��LOO�SURYLGH�SODWIRUPV��LWK�DQ�LPSRUWDQW�OHJDO�PHDQV�WR�
FRPEDW�FR�QWHUIHLW�WUDIILFNLQJ�
�
0RVW� REYLR�VO��� WKHVH� WHUPV� RI� VHUYLFH� VKR�OG� LQFRUSRUDWH� H[SOLFLW� SURKLELWLRQV� RQ� VHOOLQJ�
FR�QWHUIHLW� DQG� SLUDWHG�JRRGV��2QFH� WKH�SODWIRUP�KDV� DIILUPDWLYHO�� GHWHFWHG� LQIULQJHPHQW�RQ� D�
VHOOHU�SURILOH��WKH�DFWLRQV�OLVWHG�EHOR���QGHU�WKH�FDWHJRU��RI��SRVW�GLVFRYHU��DFWLRQV�� VKR�OG�EH�
DOOR�HG��QGHU�WKH�WHUPV�DQG�WDNHQ�V�LIWO����
�
7KH� WHUPV� RI� VHUYLFH� VKR�OG� DOVR� OLVW� WKH� SRWHQWLDO� UHSHUF�VVLRQV� VHOOHUV� IDFH� IRU� YLRODWLRQV��
�HQHUDOO��� WKHVH�UHSHUF�VVLRQV� VKR�OG�DOOR��SODWIRUPV�WR� LPSRVH� VDQFWLRQV�V�FK�DV�V�VSHQVLRQ��
WHUPLQDWLRQ��DQG�GHEDUPHQW��LWKR�W��DLWLQJ�IRU�D�GHWHUPLQDWLRQ�E��D�FR�UW�IRU�VHOOHUV��KR�YLRODWH�
WKH�WHUPV�RI�WKH�DJUHHPHQW��7KH�WHUPV�VKR�OG�LQFO�GH�HVFDODWLQJ�FDSDELOLWLHV�WR�V�VSHQG��WHUPLQDWH��
DQG�GHEDU�FR�QWHUIHLW�WUDIILFNHUV�DQG�WKHLU�DIILOLDWHV���
�
6SHFLILFDOO���WKH�� VKR�OG�DOOR��WKH�SODWIRUP�WR�FRQG�FW��DW�D�PLQLP�P��WKH� IROOR�LQJ�DFWLRQV�LQ�
UHVSRQVH�WR�YLRODWLRQV�RU�LGHQWLILHG�ULVN�IDFWRUV�LQ�WKH�VHOOHU�V�SURILOH�DQG�SURG�FW�SRVWLQJV��LWKR�W�
�DLWLQJ�IRU�D�GHWHUPLQDWLRQ�E��D�FR�UW���
�

����WHUPLQDWH�RU�V�VSHQG�D�VHOOHU�DFFR�QW�EDVHG�RQ�WKH��VH�RU�UHIHUHQFH�WR�D��VHUQDPH�WKDW�
LV�FRQI�VLQJO��VLPLODU�WR�D�UHJLVWHUHG�WUDGHPDUN���
�
����WDNH�GR�Q�RU�V�VSHQG�DQG�NHHS�GR�Q�LQGLYLG�DO�SURG�FW�SRVWLQJV�EDVHG�RQ�WKH�PLV�VH�
RI�SKRWRJUDSKV�� ORJRV��H[WHUQDO� OLQNV� WR� LQIULQJLQJ�FRQWHQW�� FHUWDLQ�FRGHG�PHVVDJHV��LWK�
DFW�DO�LQWHOOHFW�DO�SURSHUW��UHIHUHQFHV�UHPRYHG��RU�LPEHGGHG�RIIHUV�WR�PDQ�IDFW�UH��DQG��
�
����DOOR��IRU�DQ�HVFDODWLQJ�HQIRUFHPHQW�VWU�FW�UH�WKDW�UHV�OWV�LQ��IRU�PDMRU�LQIUDFWLRQV�DQG�RU�
UHSHDW�PLQRU� LQIUDFWLRQV��SHUPDQHQW� UHPRYDO�RI�WKH� VHOOHU�� DQG�DQ��NQR�Q�UHODWHG�VHOOHU�
SURILOHV��IURP�WKH�PDUNHWSODFH�IHDW�UH�RI�WKH�SODWIRUP�DQG�I�UWKHU�UHV�OWV�LQ�IRUIHLW�UH�DQG�
GHVWU�FWLRQ� RI� DOO�RIIHQGLQJ� JRRGV� LQ��DUHKR�VHV� RU�I�OILOOPHQW�FHQWHUV�RSHUDWHG� E���RU�
�QGHU�WKH�FRQWURO�RI��WKH�SODWIRUP���

�
7R�PD[LPL]H�SODWIRUP�D�WKRULWLHV��DQG�DV�H[SODLQHG�I�UWKHU�EHOR���V�FK�WHUPV�RI�VHUYLFH�VKR�OG�
DOVR� DOOR�� SODWIRUPV� WR� LPSRVH� DSSURSULDWH� OLPLWDWLRQV� RQ� SURG�FWV� OLVWHG�� UHT�LUH� FOHDUO��
LGHQWLILDEOH�FR�QWU��RI�RULJLQ�GLVFORV�UHV��LPSRVH�8�6��EDQNLQJ�DQG�LQGHPQLW��UHT�LUHPHQWV��DQG�
VLJQLILFDQWO��LPSURYH�SUH�VDOH�LGHQWLILFDWLRQ�RI�WKLUG�SDUW��VHOOHUV���
�

���6L��LILFD�WO����KD�FHG�9HWWL���RI�7KLUG�3DUW��6HOOHUV�

�
6LJQLILFDQWO�� HQKDQFHG�YHWWLQJ� RI� WKLUG�SDUW�� VHOOHUV� LV� RQH� RI� WKH�PRVW� HIIHFWLYH� IRUPV� RI� G�H�
GLOLJHQFH� SODWIRUPV� FDQ� HQJDJH� LQ� WR� UHG�FH� WKH� ULVN� RI� FR�QWHUIHLWV� HQWHULQJ� WKH� H�FRPPHUFH�
VWUHDP��3ODWIRUPV�VKR�OG�KDYH�D��QLIRUP�DQG�DUWLF�ODEOH�YHWWLQJ�UHJLPH�WR�GHWHUPLQH�LI�D�VHOOHU��LOO�
EH�DOOR�HG�WR�OLVW�SURG�FWV�IRU�VDOH���
�
7R�IDFLOLWDWH�HQKDQFHG�YHWWLQJ��SODWIRUPV�VKR�OG��DW�D�PLQLP�P��UHT�LUH�WKH�IROOR�LQJ���
�



�

���

����V�IILFLHQW�LGHQWLILFDWLRQ�RI�WKH�VHOOHU��LWV�DFFR�QWV�DQG�OLVWLQJV��DQG�LWV�E�VLQHVV�ORFDWLRQV�
SULRU�WR�DOOR�LQJ�WKH�VHOOHU�WR�OLVW�SURG�FWV�RQ�WKH�SODWIRUP���
�
����FHUWLILFDWLRQ�IURP�WKH�VHOOHU�DV�WR��KHWKHU�LW��RU�UHODWHG�SHUVRQV��KDYH�EHHQ�EDQQHG�RU�
UHPRYHG� IURP� DQ�� PDMRU� H�FRPPHUFH� SODWIRUPV�� RU� RWKHU�LVH� LPSOLFDWHG� LQ� VHOOLQJ�
FR�QWHUIHLW�RU�SLUDWHG�SURG�FWV�RQOLQH��DQG��
�
����DFNQR�OHGJPHQW���KHUH�DSSOLFDEOH��WKDW�WKH�VHOOHU�LV�RIIHULQJ�WUDGHPDUNHG�SURG�FWV�IRU�
�KLFK�WKH�VHOOHU�GRHV�QRW�R�Q�WKH�ULJKWV��HLWKHU�EHFD�VH�WKH��DUH�D�UHVHOOHU�RU�VHOOHU�RI��VHG�
SURG�FWV���

�
,QIRUPDWLRQ�SURYLGHG�E��SRWHQWLDO�VHOOHUV�VKR�OG�DOVR�EH�YHWWHG�IRU�DFF�UDF���LQFO�GLQJ�WKUR�JK�WKH�
IROOR�LQJ�HIIRUWV���
�

�����VH�RI�WHFKQRORJLFDO�WRROV��DV��HOO�DV�DQDO�VHV�RI�KLVWRULFDO�DQG�S�EOLF�GDWD��WR�DVVHVV�
ULVN�RI�VHOOHUV�DQG�SURG�FWV��DQG��
�
����HVWDEOLVKPHQW�RI�DQ�D�GLW�SURJUDP�IRU� VHOOHUV��FRQFHQWUDWLQJ�RQ� UHSHDW�RIIHQGHUV�DQG�
WKRVH�VHOOHUV�H[KLELWLQJ�KLJKHU�ULVN�FKDUDFWHULVWLFV��

�
$Q�� IDLO�UH� WR�SURYLGH�DFF�UDWH�DQG�UHVSRQVLYH�LQIRUPDWLRQ� VKR�OG� UHV�OW� LQ�D�GHWHUPLQDWLRQ� WR�
GHFOLQH�WKH�VHOOHU�DFFR�QW�DQG�RU�WR�KROG�WKH�VHOOHU�LQ�YLRODWLRQ�RI�WKH�SODWIRUP�V�WHUPV�RI�VHUYLFH���
�

��� �LPLWDWLR�V�R���L�K�5LVN�3URG�FWV�

�
3ODWIRUPV�VKR�OG�KDYH�LQ�SODFH�SURWRFROV�DQG�SURFHG�UHV�WR�SODFH�OLPLWDWLRQV�RQ�WKH�VDOH�RI�SURG�FWV�
WKDW�KDYH� D�KLJKHU�ULVN�RI�EHLQJ�FR�QWHUIHLWHG�RU�SLUDWHG�DQG�RU�SRVH�D�KLJKHU�ULVN� WR� WKH�S�EOLF�
KHDOWK� DQG� VDIHW��� � )RU� H[DPSOH�� VRPH� RI� WKH�PDMRU� SODWIRUPV� FRPSOHWHO�� SURKLELW� WKH� VDOH� RI�
SUHVFULSWLRQ�PHGLFDWLRQV�E��WKLUG�SDUW��VHOOHUV�LQ�WKHLU�PDUNHWSODFHV��0DQ��SODWIRUPV�DOVR�EDQ�WKH�
VDOH�RI�SURG�FWV�WKDW�DUH�NQR�Q�WR�EH�SDUWLF�ODUO��Y�OQHUDEOH�WR�FR�QWHUIHLWLQJ�DQG�WKDW�SRVH�D�VDIHW��
ULVN��KHQ�VROG�RQOLQH��([DPSOHV�LQFO�GH�FDU�DLUEDJ�FRPSRQHQWV��LQIDQW�IRUP�OD��DQG�QH��EDWWHULHV�
IRU�FHOO�ODU�SKRQHV���
�
3ODWIRUPV�FDQ�DOVR�SODFH�RWKHU�W�SHV�RI�UHVWULFWLRQV�RQ�WKLUG�SDUW��VHOOHUV�EHIRUH�FHUWDLQ�KLJK�ULVN�
FDWHJRULHV�RI�JRRGV�PD��EH�VROG��)RU�H[DPSOH��VRPH�SODWIRUPV�UHT�LUH�SULRU�DSSURYDO�IRU�LWHPV�
V�FK�DV�D�WRPRWLYH�SDUWV�� MH�HOU���DUW��IRRG�� FRPS�WHUV�� VSRUWV�FROOHFWLEOHV��'9'V��DQG��DWFKHV�
WKDW�DUH�SDUWLF�ODUO��SURQH�WR�FR�QWHUIHLWLQJ���
�
3ODWIRUPV� VKR�OG� SURPLQHQWO�� S�EOLVK� D� OLVW� RI� LWHPV� WKDW� PD�� QRW� EH� VROG� RQ� WKLUG�SDUW��
PDUNHWSODFHV��QGHU�DQ��FLUF�PVWDQFHV��SURKLELWHG���DV��HOO�DV�D�OLVW�RI�LWHPV�WKDW�FDQ�RQO��EH�VROG�
�KHQ�DFFRPSDQLHG�E��LQGHSHQGHQW�WKLUG�SDUW��FHUWLILFDWLRQ��UHVWULFWHG���,Q�FRQVWU�FWLQJ�WKHVH�OLVWV��
SODWIRUPV�VKR�OG�FRQVLGHU��DPRQJ�RWKHU�WKLQJV���KHWKHU�D�FR�QWHUIHLW�YHUVLRQ�RI�WKH��QGHUO�LQJ�
SURG�FW�SUHVHQWV�LQFUHDVHG�ULVNV�WR�WKH�KHDOWK�DQG�VDIHW��RI�8�6��UHVLGHQWV�RU�WKH�QDWLRQDO�VHF�ULW��
RI� WKH� 8QLWHG� 6WDWHV��:KHQ� D� VHOOHU� FODLPV� WKHLU� PHUFKDQGLVH� KDV� DQ� LQGHSHQGHQW� WKLUG�SDUW��
FHUWLILFDWLRQ��DQG�WKLV�FHUWLILFDWLRQ�LV�UHT�LUHG�LQ�RUGHU�IRU�WKH�SURG�FW�WR�EH�OHJDOO��RIIHUHG�IRU�VDOH�
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���

LQ�WKH�8QLWHG�6WDWHV��SODWIRUPV�VKR�OG�PDNH�JRRG�IDLWK�HIIRUWV�WR�YHULI��WKH�D�WKHQWLFLW��RI�WKHVH�
FHUWLILFDWLRQV���
�

��� �IILFLH�W�1RWLFH�D�G�7DNHGR���3URFHG�UHV�

�
1RWLFH�DQG�WDNHGR�Q� LV� WKH�PRVW�FRPPRQ�PHWKRG�RI� UHPRYLQJ� FR�QWHUIHLW� OLVWLQJV� IURP� WKLUG�
SDUW��PDUNHWSODFHV� DQG� H�FRPPHUFH� SODWIRUPV��7KLV�QRWLFLQJ�SURFHVV�FDQ� EH� SDUWLF�ODUO�� WLPH�
FRQV�PLQJ�DQG�UHVR�UFH�LQWHQVLYH�IRU�ULJKWV�KROGHUV��KR�F�UUHQWO��EHDU�D�KLJKO��GLVSURSRUWLRQDWH�
VKDUH�RI�WKH�E�UGHQ�RI�LGHQWLI�LQJ�WKH�FR�QWHUIHLW�OLVWLQJV�IRU�QRWLFLQJ��
�
7KHVH�ULJKWV�KROGHUV�P�VW�LQYHVW�VLJQLILFDQW�UHVR�UFHV�WR�VFR�U�PLOOLRQV�RI�OLVWLQJV�DFURVV�P�OWLSOH�
SODWIRUPV�WR�LGHQWLI��SRWHQWLDOO��FR�QWHUIHLW� OLVWLQJV�DQG�QRWLI��WKH� WKLUG�SDUW��PDUNHWSODFH�RU�H�
FRPPHUFH�SODWIRUP��7KLV�NLQG�RI�FRPSUHKHQVLYH�SROLFLQJ�RI�H�FRPPHUFH�RIWHQ�LV�QRW�SRVVLEOH�IRU�
VPDOOHU�HQWHUSULVHV��
�
$V�D� I�UWKHU�E�UGHQ��VRPH� WKLUG�SDUW��PDUNHWSODFHV� UHT�LUH� ULJKWV�KROGHUV� WR�E��� WKH� V�VSHFWHG�
SURG�FWV�IURP�WKH�VHOOHUV�WR�YHULI��WKDW�WKH��DUH�LQ�IDFW�FR�QWHUIHLW��7KHUH�RIWHQ�LV�D�GHOD��RI�D�GD��
RU�ORQJHU�EHW�HHQ� WKH�WLPH�WKDW�QRWLFH�LV�SURYLGHG��DQG� WKH�WLPH�OLVWLQJ�LV�UHPRYHG��'�ULQJ� WKLV�
SHULRG��FR�QWHUIHLWHUV�PD��FRQWLQ�H�WR�GHIUD�G�$PHULFDQ�FRQV�PHUV��
�
7R�DGGUHVV�WKHVH�DE�VHV���DQG�DVV�PH�D�P�FK�JUHDWHU�VKDUH�RI�UHVSRQVLELOLW��IRU�WKH�SROLFLQJ�RI�
H�FRPPHUFH���SODWIRUPV�VKR�OG� FUHDWH� DQG�PDLQWDLQ� FOHDU�� SUHFLVH��DQG� REMHFWLYH�FULWHULD� WKDW�
DOOR��IRU�T�LFN�DQG�HIILFLHQW�QRWLFH�DQG�WDNHGR�QV�RI�LQIULQJLQJ�VHOOHU�SURILOHV�DQG�SURG�FW�OLVWLQJV��
$Q� HIIHFWLYH� UHJLPH� VKR�OG� LQFO�GH�� DW� D� PLQLP�P�� WKH� IROOR�LQJ�� ���� PLQLPDO� UHJLVWUDWLRQ�
UHT�LUHPHQWV� IRU� DQ� LQWHUHVWHG� SDUW�� WR� SDUWLFLSDWH� LQ� WKH� QRWLFH� DQG� WDNHGR�Q� SURFHVV�� ����
UHDVRQDEOH� U�OHV� WKDW� WUHDW� SURILOH� R�QHUV� RIIHULQJ� ODUJH� T�DQWLWLHV� RI� JRRGV� RQ� FRQV�PHU�WR�
FRQV�PHU�SODWIRUPV�DV�E�VLQHVVHV��DQG�����WUDQVSDUHQF��WR�WKH�ULJKWV�KROGHUV�DV�WR�KR��FRPSODLQWV�
DUH� UHVROYHG�DORQJ��LWK� UHOHYDQW� LQIRUPDWLRQ� RQ�RWKHU�VDOHV�DFWLYLW��E�� WKH� VHOOHU� WKDW�KDV�EHHQ�
LPSOLFDWHG���
�

��� ��KD�FHG�3RVW��LVFR�HU���FWLR�V�

�
8SRQ�GLVFRYHU��WKDW�FR�QWHUIHLW�RU�SLUDWHG�JRRGV�KDYH�EHHQ�VROG��SODWIRUPV�VKR�OG�FRQG�FW�D�VHULHV�
RI��SRVW�GLVFRYHU���DFWLRQV�WR�UHPHGLDWH�WKH�IUD�G��7KHVH�VKR�OG�LQFO�GH���
�

����QRWLILFDWLRQ�WR�DQ��E��HU�V��OLNHO��WR�KDYH�S�UFKDVHG�WKH�JRRGV�LQ�T�HVWLRQ��LWK�WKH�RIIHU�
RI�D�I�OO�UHI�QG���
�
���� QRWLILFDWLRQ� WR� LPSOLFDWHG� ULJKWV� KROGHUV�� �LWK� GHWDLOV� RI� WKH� LQIULQJLQJ� JRRGV�� DQG�
LQIRUPDWLRQ�DV�WR�DQ��UHPDLQLQJ�VWRFN�RI�WKH�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV�KHOG�LQ��DUHKR�VHV���
�
���� LPSOHPHQWDWLRQ� RI� SUDFWLFHV� WKDW� UHV�OW� LQ� WKH� UHPRYDO� RI�FR�QWHUIHLW� DQG� SLUDWHG�JRRGV�
�LWKLQ� WKH� SODWIRUP�V�HIIHFWLYH� FRQWURO� DQG� LQ� D�PDQQHU� WKDW� SUHYHQWV� V�FK� JRRGV� IURP� UH�
HQWHULQJ�WKH�8�6��RU�EHLQJ�GLYHUWHG�WR�RWKHU�PDUNHWV��DQG��
�
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���

���� LPPHGLDWH�HQJDJHPHQW��LWK� OD�� HQIRUFHPHQW� WR� SURYLGH� LQWHOOLJHQFH� DQG� WR� GHWHUPLQH�
I�UWKHU�FR�UVHV�RI�DFWLRQ��

�
��� ,�GHP�LILFDWLR��5HT�LUHPH�WV�IRU��RUHL���6HOOHUV�

�
)RU�D�ODUJH�SRUWLRQ�RI�H�FRPPHUFH��IRUHLJQ�VHOOHUV�GR�QRW�SURYLGH�VHF�ULW��RU�SURWHFWLRQ�DJDLQVW�D�
ORVV�RU�RWKHU�ILQDQFLDO�E�UGHQ�DVVRFLDWHG��LWK�WKH�SURG�FWV�WKH��VHOO�LQ�WKH�8QLWHG�6WDWHV��%HFD�VH�
WKHVH�VHOOHUV�DUH�ORFDWHG�R�WVLGH�WKH�8QLWHG�6WDWHV��WKH��DOVR�PD��QRW�EH�V�EMHFW�WR�WKH�M�ULVGLFWLRQ�
RI�8�6��FR�UWV�LQ�FLYLO�OLWLJDWLRQ�RU�JRYHUQPHQW�HQIRUFHPHQW�DFWLRQV��)�UWKHU�DGGLQJ�WR�WKLV�OLDELOLW��
JDS��WKHUH�LV�WKLV���KLOH�H�FRPPHUFH�SODWIRUPV�JHQHUDOO��KDYH�D�8�6��SUHVHQFH�DQG�DUH��QGHU�8�6��
M�ULVGLFWLRQ���QGHU�WKH� F�UUHQW� LQWHUSUHWDWLRQV� RI�$PHULFDQ� OD�V�DQG� UHJ�ODWLRQV�� WKH��DUH�RIWHQ�
IR�QG�QRW�WR�EH�OLDEOH�IRU�KDUP�FD�VHG�E��WKH�SURG�FWV�WKH��VHOO�RU�GLVWULE�WH���
�
7KH�UHV�OW�RI�WKLV�M�ULVGLFWLRQDO�DQG�OLDELOLW��JDS�LV�WKDW�FRQV�PHUV�DQG�ULJKWV�KROGHUV�GR�QRW�KDYH�
DQ�HIILFLHQW�RU�SUHGLFWDEOH�IRUP�RI�OHJDO�UHFR�UVH��KHQ�WKH��DUH�KDUPHG�E��IRUHLJQ�SURG�FWV�VROG�
RQ�WKLUG�SDUW��PDUNHWSODFHV��$FFRUGLQJO���H�FRPPHUFH�SODWIRUPV�VKR�OG�UHT�LUH�IRUHLJQ�VHOOHUV�WR�
SURYLGH�VRPH�IRUP�RI�VHF�ULW��LQ�FDVHV��KHUH�D�IRUHLJQ�SURG�FW�LV�VROG�WR�D�8�6��FRQV�PHU��6�FK�
IRUP�RI�VHF�ULW��VKR�OG�EH�VSHFLILFDOO��GHVLJQHG�WR�FRYHU�WKH�SRWHQWLDO�W�SHV�DQG�VFRSH�RI�KDUP�WR�
FRQV�PHUV�DQG�ULJKWV�KROGHUV�IURP�FR�QWHUIHLW�RU�SLUDWHG�SURG�FWV���
�
1RWH� WKDW� WKHUH� DUH�VHYHUDO��D�V� WKDW� SODWIRUPV�PLJKW� IOH[LEO��DFKLHYH�WKLV�JRDO��)RU�H[DPSOH��
UHT�LULQJ� SURRI� RI� LQV�UDQFH��R�OG�SURYLGH� D� IRUP�RI� VHF�ULW�� IRU� DQ�� UHDVRQDEO�� IRUHVHHDEOH�
GDPDJHV�WR�FRQV�PHUV�WKDW�PLJKW�IOR��IURP�WKH��VH�RI�WKH�SURG�FW��5LJKWV�KROGHUV�FR�OG�DOVR�EH�
FRPSHQVDWHG�LQ�FDVHV�RI�LQIULQJHPHQW���
�

����OHDU�7UD�VDFWLR�V�7KUR��K��D�NV�WKDW��RPSO���LWK�8�6��

��IRUFHPH�W�5HT�HVWV�

��
0DQ��IRUHLJQ�VHOOHUV�RQ�WKLUG�SDUW��PDUNHWSODFHV�GR�QRW�KDYH�D�ILQDQFLDO�QH[�V�WR�WKH�8QLWHG�6WDWHV��
PDNLQJ�LW�GLIILF�OW�WR�REWDLQ�ILQDQFLDO�LQIRUPDWLRQ�DQG�WR�V�EMHFW�DOO�SDUWV�RI�WKH�WUDQVDFWLRQ�WR�8�6��
OD��HQIRUFHPHQW�HIIRUWV���
�
3ODWIRUPV� VKR�OG�FORVH� WKLV� ORRSKROH� E�� HQFR�UDJLQJ� DOO� VHOOHUV� WR�FOHDU� WUDQVDFWLRQV�RQO���LWK�
EDQNV�DQG�SD�PHQW�SURYLGHUV�WKDW�FRPSO���LWK�8�6��OD��HQIRUFHPHQW�UHT�HVWV�IRU�LQIRUPDWLRQ�DQG�
OD�V�UHODWHG�WR��UHOHYDQW�WR��WKH�ILQDQFLQJ�RI�FR�QWHUIHLW�DFWLYLW���
�

��� 3UH�6DOH�,GH�WLILFDWLR��RI�7KLUG�3DUW��6HOOHUV�

�
6WDNHKROGHUV�KDYH��DW�WLPHV��UHSRUWHG�WKDW�E��HUV�KDYH�EHHQ�V�USULVHG�WR�GLVFRYHU��SRQ�FRPSOHWLRQ�
RI�DQ�RQOLQH�VDOHV�WUDQVDFWLRQ��WKDW�WKH�RUGHU��LOO�EH�I�OILOOHG�E��DQ��QNQR�Q�WKLUG�SDUW��VHOOHU�DQG�
�RW�WKH�SODWIRUP�LWVHOI��:LWKR�W�DGGUHVVLQJ�WKH�VHSDUDWH�OHJDO�T�HVWLRQ�RI��KHWKHU�WKLV�FRPSULVHV�
GHFHSWLYH�DFWLRQ�SHU��H��DW�OHDVW�VRPH�E��HUV�PD��KDYH�PDGH�GLIIHUHQW�S�UFKDVLQJ�GHFLVLRQV�LI�WKH��
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KDG�NQR�Q��SULRU�WR�S�UFKDVH��WKH�LGHQWLW��RI�WKH�WKLUG�SDUW���VWRUHIURQW��R�QHU��DQG�RU�WKH�SDUW��
�OWLPDWHO��UHVSRQVLEOH�IRU�I�OILOOLQJ�WKH�WUDQVDFWLRQ���
�
7R� LQFUHDVH� WUDQVSDUHQF�� RQ� WKLV� LVV�H�� SODWIRUPV� VKR�OG� VLJQLILFDQWO�� LPSURYH� WKHLU� SUH�VDOH�
LGHQWLILFDWLRQ� RI� WKLUG�SDUW�� VHOOHUV� VR� WKDW� E��HUV� FDQ� PDNH� LQIRUPHG� GHFLVLRQV�� SRWHQWLDOO��
IDFWRULQJ�LQ� WKH�OLNHOLKRRG�RI�EHLQJ�VROG�D�FR�QWHUIHLW�RU�,35�LQIULQJLQJ�PHUFKDQGLVH��3ODWIRUPV�
VKR�OG� LPSOHPHQW� DGGLWLRQDO� PHDV�UHV� WR� LQIRUP� FRQV�PHUV�� SULRU� WR� WKH� FRPSOHWLRQ� RI� D�
WUDQVDFWLRQ��RI�WKH�LGHQWLW��RI�VWRUHIURQW�R�QHUV�DQG�RU�WKRVH�UHVSRQVLEOH�IRU�I�OILOOLQJ�D�WUDQVDFWLRQ��
DV��HOO�DV�DQ��DOOHJDWLRQV�RI�FR�QWHUIHLWV�EHLQJ�VROG�E��D�SDUWLF�ODU� VHOOHU��2Q� WKH�FRQYHUVH��LI�D�
SDUWLF�ODU�VHOOHU�LV�D�OLFHQVHG�UHVHOOHU�RI�WKH�SURG�FW��WKLV�LQIRUPDWLRQ�VKR�OG�DOVR�EH�SURYLGHG���
�
(YHQ�LI�WKLV�LQIRUPDWLRQ�PD��EH�F�UUHQWO��DYDLODEOH��ILUP�VWHSV�VKR�OG�EH�WDNHQ�WR�HQV�UH�WKDW�WKLV�
LQIRUPDWLRQ� LV� IHDW�UHG� SURPLQHQWO�� LQ� SURG�FW� OLVWLQJV�� 7KLV� �LOO� SURPSW� JUHDWHU� FRQV�PHU�
D�DUHQHVV�DQG�OHDG�WR�PRUH�LQIRUPHG�GHFLVLRQ�PDNLQJ��
�

��� �VWDEOLVK�0DUNHWSODFH�6HOOHU�,�V�

�
3ODWIRUPV�JHQHUDOO��GR�QRW�UHT�LUH�D�VHOOHU�RQ�D�WKLUG�SDUW��PDUNHWSODFH�WR�LGHQWLI��WKH��QGHUO�LQJ�
E�VLQHVV�HQWLW���QRU�WR�OLQN�RQH�VHOOHU�SURILOH�WR�RWKHU�SURILOHV�R�QHG�E��WKDW�VDPH�E�VLQHVV��RU�E��
UHODWHG�E�VLQHVVHV�DQG�R�QHUV��,Q�DGGLWLRQ��WKH�SDUW��WKDW�DSSHDUV�DV�WKH�VHOOHU�RQ�WKH�LQYRLFH�DQG�
WKH�E�VLQHVV�RU�SURILOH�WKDW�DSSHDUV�RQ�WKH�SODWIRUP�WR�EH�WKH�VHOOHU��PD��QRW�DO�D�V�EH�WKH�VDPH���
7KLV� ODFN�RI� WUDQVSDUHQF�� DOOR�V�RQH�E�VLQHVV� WR�KDYH�PDQ�� GLIIHUHQW�SURILOHV� WKDW� FDQ�DSSHDU�
�QUHODWHG�� ,W�DOVR�DOOR�V�D�E�VLQHVV�WR�FUHDWH�DQG�GLVVROYH�SURILOHV��LWK�JUHDWHU�HDVH���KLFK�FDQ�
REI�VFDWH�WKH�PDLQ�PHFKDQLVP�WKDW�FRQV�PHUV��VH�WR�M�GJH�VHOOHU�FUHGLELOLW���QDPHO��UHYLH�V�E��
RWKHU�E��HUV���
�
3ODWIRUPV�VKR�OG�UHT�LUH�VHOOHUV�WR�SURYLGH�WKH�QDPHV�RI�WKHLU��QGHUO�LQJ�E�VLQHVV�RU�E�VLQHVVHV�
�LI�DSSOLFDEOH���DV��HOO�DV�DQ��RWKHU�UHODWHG�VHOOHU�SURILOHV�R�QHG�RU�FRQWUROOHG�E��WKDW�VHOOHU�RU�WKDW�
FOHDU�WUDQVDFWLRQV�WKUR�JK�WKH�VDPH�PHUFKDQW�DFFR�QW��3ODWIRUPV�FDQ��VH�WKLV�VHOOHU�,'�LQIRUPDWLRQ�
LQ�WKUHH�KHOSI�O��D�V���
�
)LUVW��WR�FRPP�QLFDWH�WR�WKH�FRQV�PHU�D�PRUH�KROLVWLF�YLH��RI���KR��LV�VHOOLQJ�WKH�JRRGV��DOOR�LQJ�
WKH� FRQV�PHU� WR� LQVSHFW�� DQG� FRQV�OW� UHYLH�V� RI�� DOO� UHODWHG� VHOOHU� SURILOHV� WR� GHWHUPLQH�
WU�VW�RUWKLQHVV��6HFRQG��OLQNLQJ�DOO�UHODWHG�VHOOHUV�WRJHWKHU��LOO�DVVLVW�ULJKWV�KROGHUV�LQ�PRQLWRULQJ�
�KR�LV�VHOOLQJ�JRRGV�WKDW�WKH��EHOLHYH�WR�EH�LQIULQJLQJ��7KLUG��WKH�SODWIRUP�FDQ��VH�WKH�FRQQHFWLRQV�
WR�RWKHU�VHOOHU�SURILOHV�WR�EHWWHU�FRQG�FW�LWV�R�Q�LQWHUQDO�ULVN�DVVHVVPHQW��DQG�PDNH�ULVN�PLWLJDWLRQ�
GHFLVLRQV� �H�J��� UHT�LULQJ� FDVK� GHSRVLWV�RU� LQV�UDQFH�� DV� DSSURSULDWH� EDVHG� RQ� WKH� YRO�PH� DQG�
VRSKLVWLFDWLRQ�RI�WKH�VHOOHU��
�

���� �OHDUO��,GH�WLILDEOH��R��WU��RI�2UL�L���LVFORV�UHV�

�
%ULFN�DQG�PRUWDU�UHWDLO�VWRUHV�DUH�UHT�LUHG�WR�KDYH�ODEHOV�RQ�WKHLU�SURG�FWV�WKDW�FOHDUO��LGHQWLI��WKH�
FR�QWU��RU�FR�QWULHV�RI�RULJLQ��1R�V�FK�UHT�LUHPHQW�DSSOLHV�WR�RQOLQH�H�FRPPHUFH��
�
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3ODWIRUPV�VKR�OG�UHT�LUH�VHOOHUV�WR�GLVFORVH�WKH�FR�QWU��RI�RULJLQ�RI�WKHLU�SURG�FWV��DQG�SODWIRUPV�
VKR�OG�SRVW�WKLV�FR�QWU��RI�RULJLQ�LQIRUPDWLRQ�IRU�DOO�WKH�SURG�FWV�WKH��VHOO��7KLV��LOO�DVVLVW�ERWK�
WKH�SODWIRUPV�DQG�FRQV�PHUV�LQ�HYDO�DWLQJ�WKH�ULVNV�WKDW�D�SURG�FW�PLJKW�EH�FR�QWHUIHLW���
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��� &RQFO�VLRQV�
�
%RWK�SULYDWH� VHFWRU� DQG�86�� LQS�W� WR� WKLV� UHSRUW� KDYH� VKR�Q� WKDW� WKH� IORRG� RI� FR�QWHUIHLW� DQG�
SLUDWHG� JRRGV� QR�� EHLQJ� WUDIILFNHG� WR� $PHULFDQ� FRQV�PHUV� WKUR�JK� RQOLQH� WKLUG�SDUW��
PDUNHWSODFHV�LV�WKUHDWHQLQJ�ERWK�WKH�S�EOLF�KHDOWK�DQG�VDIHW��DV��HOO�DV�QDWLRQDO�VHF�ULW���7KH�ODFN�
RI�HIIHFWLYH�PHWKRGV�IRU�DGGUHVVLQJ�FR�QWHUIHLW�JRRGV�VWLIOHV�$PHULFDQ�LQQRYDWLRQ�DQG�HURGHV�WKH�
FRPSHWLWLYHQHVV� RI�8�6��PDQ�IDFW�UHUV�DQG��RUNHUV��'HVSLWH� LQFUHDVHG�HIIRUWV�RI�ERWK� WKH�86��
DQG� SULYDWH� VHFWRU� VWDNHKROGHUV�� WKH� WUDIILFNLQJ� RI� FR�QWHUIHLW� DQG� SLUDWHG� JRRGV� FRQWLQ�HV� WR�
�RUVHQ��LQ�ERWK�WKH�YRO�PH�DQG�WKH�DUUD��RI�SURG�FWV�EHLQJ�WUDIILFNHG���
�
7KLV�UHSRUW� WR�3UHVLGHQW�'RQDOG�-��7U�PS�KDV�LGHQWLILHG�D�VHW�RI�VWURQJ�JRYHUQPHQW�DFWLRQV�WKDW�
'�6� DQG� RWKHU� IHGHUDO� DJHQFLHV� FDQ� EHJLQ� H[HF�WLQJ� LPPHGLDWHO�� WR� DGGUHVV� D� FULVLV� WKDW� LV�
�QGHUPLQLQJ�$PHULFD�V�WU�VW�LQ�H�FRPPHUFH�HYHQ�DV�LW�LV�H[SRVLQJ�WKH�$PHULFDQ�S�EOLF�WR��QG�H�
DQG��QDFFHSWDEOH�ULVNV���
�
$GGLWLRQDOO���WKLV�UHSRUW�KDV�SURSRVHG�D�VHW�RI�EHVW�SUDFWLFHV�IRU�SULYDWH�VHFWRU� VWDNHKROGHUV�WKDW�
'�6�EHOLHYHV� VKR�OG� EH�DGRSWHG� V�LIWO���$V� WKH� ORQJVWDQGLQJ�H[SHULHQFHV�RI�EULFN�DQG�PRUWDU�
VWRUHV�GHPRQVWUDWH��WKH�SULYDWH�VHFWRU�LV�FDSDEOH�RI�RSHUDWLQJ�E�VLQHVVHV�WKDW�VHOO�OHJLWLPDWH��QRW�
LOOLFLW��JRRGV�WR�$PHULFDQ�FRQV�PHUV��:H�VKR�OG�H[SHFW�WKH�VDPH�OHYHO�RI�FDUH�IURP�RQOLQH�WKLUG�
SDUW��PDUNHWSODFHV�WKDW��H�H[SHFW�IURP�WKH�VWRUHV�SK�VLFDOO��ORFDWHG�LQ�R�U�FRPP�QLWLHV��

�

'�ULQJ�WKH�WLPH��R��KDYH�VSHQW�UHDGLQJ�WKLV�UHSRUW��K�QGUHGV�RI�WKR�VDQGV�RI�QH��FOLFNV�LQ�RQOLQH�
WKLUG�SDUW��PDUNHWSODFHV�KDYH�VWDUWHG�WKH�SURFHVV�IRU�D�QH���DYH�RI�FR�QWHUIHLWV�IORRGLQJ�LQWR�WKH�
8QLWHG�6WDWHV��$OWKR�JK� WKH�86���LOO� FRQWLQ�H� WR�EHQHILW� IURP�DGGLWLRQDO� LQIRUPDWLRQ�IOR�LQJ�
IURP�F�UUHQW�U�QQLQJ�SLORW�SURJUDPV��DQG�ORQJHU�WHUP�OHJLVODWLYH�DQG�UHJ�ODWRU��HIIRUWV��WKH�WLPH�
KDV�FRPH�IRU�DFWLRQ��ERWK�IURP�WKH�86��DQG�WKRVH�SULYDWH�VHFWRU�FRPSDQLHV�WKDW�GHVLUH�WR�EH�JRRG�
SDUWQHUV�LQ�FRPEDWLQJ�WKH�VFR�UJH�RI�FR�QWHUIHLWLQJ��
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����$SSHQGL[�$��7KH�,35�&HQWHU�
�
7KH�1DWLRQDO� ,QWHOOHFW�DO�3URSHUW��5LJKWV�&RRUGLQDWLRQ�&HQWHU��,35�&HQWHU��LV�OHG�E���RPHODQG�
6HF�ULW��,QYHVWLJDWLRQV��7KH� ,35�&HQWHU�SOD�V�DQ�LPSRUWDQW� UROH�LQ�FRQV�PHU�DQG�ULJKWV�KROGHUV�
HG�FDWLRQ� RQ� WKH� GDQJHUV� RI� S�UFKDVLQJ� FR�QWHUIHLW� JRRGV� DQG� RQ� KR�� WR� UHSRUW� D� V�VSHFWHG�
FR�QWHUIHLW�WR�OD��HQIRUFHPHQW���
�
,Q� ������ WKH� ,35� &HQWHU� FRQG�FWHG� ���� ,35� DQG� FRPPHUFLDO� IUD�G�UHODWHG� R�WUHDFK� HIIRUWV��
UHDFKLQJ��������SHRSOH��$V�UHFRPPHQGHG�LQ�WKLV�UHSRUW��WKLV�,35�&HQWHU�VKR�OG�SOD��D�FULWLFDO�DQG�
H[SDQGHG�UROH�LQ�WKH�RQJRLQJ�EDWWOH�DJDLQVW�FR�QWHUIHLW�WUDIILFNLQJ���
�
7KLV�$SSHQGL[�GHVFULEHV�VRPH�RI�WKH�PDMRU�LQLWLDWLYHV�WKH�,35�&HQWHU�LV�F�UUHQWO��LQYROYHG�LQ��
�
%DFNJUR��G�R��W�H�,3��&H�WHU�
�
7KH� ,35�&HQWHU�EULQJV�WRJHWKHU����8�6��RYHUQPHQW�DQG�IRUHLJQ�JRYHUQPHQW�DJHQFLHV�LQ�D�WDVN�
IRUFH� VHWWLQJ� �VLQJ� D� WKUHH�SURQJHG� DSSURDFK� WR� FRPEDW� LQWHOOHFW�DO� SURSHUW�� DQG� WUDGH� FULPH��
LQWHUGLFWLRQ��LQYHVWLJDWLRQ��DQG�R�WUHDFK�WR�WKH�S�EOLF�DQG�OD��HQIRUFHPHQW��,W�VHHNV�WR�FRRUGLQDWH�
D��QLILHG�86��UHVSRQVH�WR�WKH�JUR�LQJ�WKUHDW�RI�FR�QWHUIHLWLQJ�DQG�KDV�VLJQLILFDQWO��H[SDQGHG�WKH�
RULJLQDO�P�OWL�DJHQF��OD��HQIRUFHPHQW�DQG�UHJ�ODWRU��HQGHDYRU�FUHDWHG�WR�WDUJHW�,35�FULPHV���
�
$V� SDUW� RI� WKLV� HIIRUW�� ULJKWV� KROGHUV�� RQOLQH�PDUNHWSODFHV�� SD�PHQW� SURFHVVHUV� DQG� FRPSDQLHV�
LQYROYHG�LQ�DOO�SRLQWV�DFURVV�WKH�V�SSO��FKDLQ�UHJ�ODUO��PHHW��LWK�PHPEHUV�RI�WKH�,35�&HQWHU�WR�
VKDUH�WKHLU�EHVW�SUDFWLFHV��FRQFHUQV��DQG�V�JJHVWLRQV��7KH�LQIRUPDWLRQ�JDWKHUHG�DW�WKHVH�HYHQWV�FDQ�
OHDG� WR� I�UWKHU� FROODERUDWLRQ� DFURVV� VHFWRUV� WR� GHYHORS� LQQRYDWLYH� VRO�WLRQV� WR� FRPSOH[� FURVV�
F�WWLQJ� FKDOOHQJHV�� LQFO�GLQJ� HQKDQFHG� LQIRUPDWLRQ� VKDULQJ�� MRLQW� HQIRUFHPHQW� DFWLRQV�� DQG�
VSHFLDOL]HG��WDUJHWHG�WUDLQLQJ�DQG�R�WUHDFK���
�
,3��7UDL�L�J�
�
7KH� ,35�&HQWHU���LWK�DVVLVWDQFH�IURP�WKH�'HSDUWPHQW�RI�6WDWH���RUNV�FORVHO���LWK� ,QWHUQDWLRQDO�
1DUFRWLFV�DQG�/D��(QIRUFHPHQW�$IIDLUV� �'26�,1/�� DQG�'2-� ,QWHUQDWLRQDO�&RPS�WHU��DFNLQJ�
DQG�,QWHOOHFW�DO�3URSHUW��6HFWLRQ��IRUPHUO��,QWHOOHFW�DO�3URSHUW��/D��(QIRUFHPHQW�&RRUGLQDWRU���
,3/(&���,Q�FRQM�QFWLRQ��LWK�,&(�$WWDFKp�RIILFHV��WKH�,35�&HQWHU�GLUHFWV��RUJDQL]HV�DQG�GHOLYHUV�
UHJLRQDO� ,35� WUDLQLQJ� LQ� WKH� IRUP� RI� OHFW�UHV� DQG� SUHVHQWDWLRQV� WR� IRUHLJQ� F�VWRPV�� SROLFH��
SURVHF�WRUV��DQG�PDJLVWUDWHV���
�
,35�&HQWHU� WUDLQLQJ� SURJUDPV�DUH��V�DOO�� ����GD�V� LQ� OHQJWK� DQG� HPSKDVL]H� ,35� HQIRUFHPHQW��
SDUWLF�ODUO�� WKH� LQYHVWLJDWLRQ� DQG� SURVHF�WLRQ�RI� ,35� YLRODWLRQV� DQG� DVVRFLDWHG� FULPHV� V�FK� DV�
VP�JJOLQJ�DQG�PRQH��OD�QGHULQJ���
�
7KH�WUDLQLQJ�SURJUDPV�DUH�LQWHUDFWLYH��RUNVKRSV�OHG�E��V�EMHFW�PDWWHU�H[SHUWV�DQG�IRF�V�RQ�KHDOWK�
DQG� VDIHW�� ULVNV� DVVRFLDWHG� �LWK� FR�QWHUIHLWHG� LWHPV� V�FK� DV� SKDUPDFH�WLFDOV�� HOHFWURQLFV��
D�WRPRWLYH� SDUWV�� DQG� KHDOWK� DQG� EHD�W�� SURG�FWV�� :LWK� WKH� JUR�LQJ� Q�PEHU� RI� H�FRPPHUFH�
PDUNHWSODFHV��WKH�WUDLQLQJ�SURJUDPV�KDYH�DQ�,QWHUQHW�LQYHVWLJDWLRQV�IRF�V�DV��HOO���
�



�

���

3ULYDWH�VHFWRU�UHSUHVHQWDWLYHV�RU�DVVRFLDWLRQV�DUH�DOVR�LQYLWHG�WR�SDUWLFLSDWH�LQ�WKH�WUDLQLQJ�SURJUDPV�
WR�KLJKOLJKW�WKH�FKDOOHQJHV�WKHLU�LQG�VWU��VHFWRU�PD��IDFH�LQ�D�SDUWLF�ODU�UHJLRQ�DQG�WR�KLJKOLJKW�WKH�
QHFHVVLW��RI�JRYHUQPHQW�DQG�LQG�VWU��FRRSHUDWLRQ��
�
��WRPRWLYH���WL�&R��WHUIHLWL�J�&R��FLO
�
7KH� ,35�&HQWHU�PHHWV�UHJ�ODUO���LWK�D�WRPRWLYH�RULJLQDO�HT�LSPHQW�PDQ�IDFW�UHUV�WKUR�JK�WKH�
$�WRPRWLYH�$QWL�&R�QWHUIHLWLQJ�&R�QFLO��$�&���WR�DGGUHVV�WKH�VDOH�DQG�GLVWULE�WLRQ�RI�FR�QWHUIHLW�
SDUWV�DQG�FRPSRQHQWV� WR��QV�VSHFWLQJ�FRQV�PHUV��LQFO�GLQJ�WKH�GLVWULE�WLRQ�RI�FR�QWHUIHLW�SDUWV�
WKUR�JK�WKLUG�SDUW��PDUNHWSODFHV��7KH�,35�&HQWHU�DQG�WKH�$�&���RUN�WRJHWKHU�WR�SURYLGH�WUDLQLQJ�
WR�IHGHUDO�DQG�ORFDO�OD��HQIRUFHPHQW�SDUWQHUV�DQG�SD�PHQW�SURFHVVRUV�RQ�UHFRJQL]LQJ�FR�QWHUIHLW�
D�WRPRWLYH�SDUWV�DQG�FRQG�FWLQJ�FULPLQDO�LQYHVWLJDWLRQV�DQG�SURVHF�WLRQV��
�
�HIH��H�,�G��WULDO�%D�H���SSO��&�DL��
�
$GGUHVVLQJ�FR�QWHUIHLWV�LQ�WKH�GHIHQVH�LQG�VWULDO�EDVH�V�SSO��FKDLQ�LV�FULWLFDO�WR�QDWLRQDO�VHF�ULW���
$�ID�OW��FR�QWHUIHLW�SURG�FW�FDQ�KDUP�QRW�RQO��WKH�LQGLYLG�DO��KR��VHV�LW��,W�FDQ�LPSDFW�WKH�VDIHW��
DQG�VHF�ULW��RI�WKH�HQWLUH�FR�QWU��LI�GDQJHUR�V�FR�QWHUIHLWV�DUH��VHG�LQ�FRPEDW�VLW�DWLRQV���
�
7KH�'HIHQVH�)HGHUDO�$FT�LVLWLRQ�5HJ�ODWLRQ�6�SSOHPHQW��')$56��LV� D�'HSDUWPHQW�RI�'HIHQVH�
�'2'��VSHFLILF� V�SSOHPHQW� WR� WKH� )HGHUDO� $FT�LVLWLRQV� 5HJ�ODWLRQ� �)$5��� �KLFK� HVWDEOLVKHV�
JRYHUQPHQW��LGH� UHJ�ODWLRQV� JRYHUQLQJ� H[HF�WLYH� DJHQF�� SURF�UHPHQW� FRQWUDFWV�� ')$56�
��������������&RQWUDFWRU�&R�QWHUIHLW�(OHFWURQLF�3DUW�'HWHFWLRQ�DQG�$YRLGDQFH�6�VWHP��UHT�LUHV�
WKDW�FHUWDLQ�JRYHUQPHQW�FRQWUDFWRUV�LQVWLW�WH�DQG�LPSOHPHQW�D�FR�QWHUIHLW�GHWHFWLRQ�DQG�DYRLGDQFH�
V�VWHP�IRU�HOHFWURQLF�SDUWV��LQFO�GLQJ�HVWDEOLVKLQJ�WKH�PLQLP�P�UHT�LUHPHQWV�IRU�V�FK�D�V�VWHP�
DQG�SHQDOWLHV�IRU�D�IDLO�UH�WR�FRPSO���,Q�DGGLWLRQ��FRQWUDFWRUV�FDQ�UHFRYHU�WKH�FRVWV�RI�DQ��UH�RUN�
RU�FRUUHFWLYH�DFWLRQ�WDNHQ�WR�UHPHG��DQ��FR�QWHUIHLWV�SDUWV�IURP�V�EFRQWUDFWRUV���
�
2SHUDWLRQ�&KDLQ�5HDFWLRQ��2&5��LV�DQ�,&(�OHG�LQLWLDWLYH�DW�WKH�,35�&HQWHU�WKDW�WDUJHWV�FR�QWHUIHLWV�
HQWHULQJ�WKH�V�SSO��FKDLQV�RI�WKH�'2'�DQG�RWKHU�86��DJHQFLHV��2&5�EHJDQ�LQ�-�QH�������DQG�LW�
FRPELQHV� WKH� H[SHUWLVH� RI� ��� IHGHUDO� DJHQFLHV�� (DFK� �HDU�� WKH�2&5�7DVN� )RUFH� FR�KRVWV� WKH�
&R�QWHUIHLW� 0LFURHOHFWURQLFV� :RUNLQJ� �UR�S� �&0:��� �LWK� WKH� 'HSDUWPHQW� RI� -�VWLFH�V�
&RPS�WHU�&ULPHV�DQG� ,QWHOOHFW�DO�3URSHUW��6HFWLRQ��&&,36���$WWHQGHHV�LQFO�GH�UHSUHVHQWDWLYHV�
IURP� LQG�VWU��� OD�� HQIRUFHPHQW�� 'HSDUWPHQW� RI� 'HIHQVH� �'2'��� DQG� $VVLVWDQW�8QLWHG� 6WDWHV�
$WWRUQH�V� �$86$V��� 7KH� IRF�V� RI� WKH� PHHWLQJV� LV� WR� HQKDQFH� FRPP�QLFDWLRQ� EHW�HHQ� OD��
HQIRUFHPHQW�DQG�LQG�VWU��DQG�GLVF�VV�WKH�ODWHVW�WUHQGV�LQ�WKH�FR�QWHUIHLWLQJ�RI�LQWHJUDWHG�FLUF�LWV��
7KH�&0:��V�UROH�LV�WR�SURWHFW�WKH�'2'�V�SSO��FKDLQ�WKUR�JK�H[WHQVLYH�FROODERUDWLRQ���
�
� �
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����$SSHQGL[�%��2QJRLQJ�&%3�$FWLYLWLHV�WR�&RPEDW�
&R�QWHUIHLW�7UDIILFNLQJ�

�
7KLV�DSSHQGL[�SURYLGHV�D�EULHI�V�PPDU��RI�VRPH�RI�WKH�PDMRU�DFWLYLWLHV�&%3�DQG�'�6�HQJDJH�LQ�
DV�SDUW�RI�WKH�EDWWOH�DJDLQVW�WKH�WUDIILFNLQJ�RI�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV��
�
1DWLR�DO�7DUJHWL�J�&H�WHU�
�
&%3�V�1DWLRQDO�7DUJHWLQJ�&HQWHU��17&��FDUULHV�R�W�GDLO��WDUJHWLQJ�RQ�,35�UHFLGLYLVWV���KLFK�RIWHQ�
�VH�WKLUG�SDUW��PDUNHWSODFHV�IRU�FR�QWHUIHLW� WUDIILFNLQJ��,W�PDNHV� UHIHUUDOV� WR�WKH�,35�&HQWHU� IRU�
UHYLH��DQG�GLVWULE�WLRQ�WR�LWV�ILHOG�RIILFHV�IRU�I�UWKHU�LQYHVWLJDWLRQ��,W�DOVR�SURYLGHV�UHDO�WLPH�,35�
FDVH�V�SSRUW�IRU��RPHODQG�6HF�ULW��,QYHVWLJDWLRQV�DQG�FROODERUDWHV��LWK�WKH�17&�V�LQYHVWLJDWLRQV�
GLYLVLRQ�WR�FROODERUDWH�RQ�,35�FULPLQDO�OHDGV�DQG�H[LVWLQJ�FDVHV��
�
&2�&�(�&RPPHUFH�:RUNL�J��UR�S�
�
7KH�&RPPHUFLDO�&�VWRPV�2SHUDWLRQV�$GYLVRU��&RPPLWWHH��&2$&��SURYLGHV�UHFRPPHQGDWLRQV�
WR�WKH�6HFUHWDULHV�RI�WKH�7UHDV�U��DQG�'�6�RQ�LPSURYHPHQWV�WR�WKH�FRPPHUFLDO�RSHUDWLRQV�RI�&%3��
7KH�&2$&�FRQVLVWV�RI����PHPEHUV�DSSRLQWHG�E��WKH�6HFUHWDU��RI�WKH�7UHDV�U��DQG�WKH�6HFUHWDU��
RI�'�6���
�
&2$&� PHPEHUV� DUH� UHSUHVHQWDWLYH� RI� WKH� LQGLYLG�DOV� DQG� ILUPV� DIIHFWHG� E�� WKH� FRPPHUFLDO�
RSHUDWLRQV�RI�&%3��&%3�V�2IILFH�RI�7UDGH�OHDGV�WKH�&2$&�(�&RPPHUFH�:RUNLQJ��UR�S���KLFK�
IRF�VHV� RQ� SROLF�� FKDOOHQJHV� V�UUR�QGLQJ� WKH� LQFUHDVH� RI� H�FRPPHUFH� VKLSPHQW� YRO�PHV�� 7KH�
JUR�S�UHFHQWO��ILQDOL]HG�D�V�SSO��FKDLQ�PDS�WKDW�WKH�&2$&�UHFRPPHQGHG�&%3��VH�IRU�R�WUHDFK�
DQG�SROLF��PDNLQJ�HQGHDYRUV���
�
2�WUHDF��
�
6HFWLRQ�����RI�WKH�7UDGH�)DFLOLWDWLRQ�DQG�7UDGH�(QIRUFHPHQW�$FW��7)7($���FRGLILHG�DW����8�6�&��
�� ������ FDOOV� IRU� '�6� WR� GHYHORS� DQG� H[HF�WH� DQ� HG�FDWLRQDO� D�DUHQHVV� FDPSDLJQ� DLPHG� DW�
LQIRUPLQJ�LQWHUQDWLRQDO�WUDYHOHUV�DER�W�WKH�OHJDO��HFRQRPLF��DQG�S�EOLF�KHDOWK�DQG�VDIHW��LPSDFWV�
RI� LPSRUWLQJ� ,35�LQIULQJLQJ� PHUFKDQGLVH�� 7KHUH� KDYH� EHHQ� IR�U� SKDVHV� WR� GDWH� LQ� WKH� �7U�WK�
%HKLQG�&R�QWHUIHLWV�� ,35�S�EOLF� D�DUHQHVV� FDPSDLJQ�V�PPHU������� KROLGD�V� ������ V�PPHU�
������DQG�KROLGD�V��������
�
'�ULQJ�HDFK�RI�WKHVH�IR�U�SKDVHV��DGYHUWLVHPHQWV�KDYH�U�Q�RQ�ODUJH�VFDOH�ELOOERDUGV�LQ�PDMRU�8�6��
DLUSRUWV�WKUR�JKR�W�WKH�FR�QWU���7KHUH�KDV�DOVR�EHHQ�D�GLJLWDO�FRPSRQHQW�WR�WKH�FDPSDLJQ��KHUH�
WKH�DGV�U�Q�RQ�UHOHYDQW�WUDYHO�UHODWHG��HEVLWHV���
�
&%3�FRQWLQ�HV�WR�SDUWQHU��LWK�WKH�SULYDWH�VHFWRU�WR�FRQG�FW�,35�ULVN�DVVHVVPHQWV�E��DOOR�LQJ�,35�
R�QHUV�WR�DVVLVW�&%3�LQ�LGHQWLI�LQJ�D�WKHQWLF�DQG�OR��ULVN�VKLSPHQWV��&%3�LV�DOVR�KLJKO��HQJDJHG�
�LWK� WKH�SULYDWH� VHFWRU� WKUR�JK� SDUWLFLSDWLRQ� LQ� WKH� ,35�:RUNLQJ��UR�S� RI�WKH�&2$&�V�7UDGH�
(QIRUFHPHQW�DQG�5HYHQ�H�&ROOHFWLRQ�6�EFRPPLWWHH��DQG�WKH�'HSDUWPHQW�RI�&RPPHUFH�V�,QG�VWU��
7UDGH�$GYLVRU��&RPPLWWHH�RQ�,QWHOOHFW�DO�3URSHUW��5LJKWV���
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�
,Q�)��������&%3�FRQG�FWHG� UR�QGWDEOHV� WR�EULQJ�WRJHWKHU�SHUVRQQHO�IURP�WKH�OD��HQIRUFHPHQW�
FRPP�QLW��DQG�LQG�VWU��VWDNHKROGHUV�IRU�LQIRUPDWLRQ�VKDULQJ�DPRQJ�PHPEHUV��7KLV�SURYLGHG�DQ�
RSSRUW�QLW�� IRU� LQG�VWU�� VWDNHKROGHUV� WR� VKDUH� VSHFLILF� LQG�VWU�� VWDQGDUGV��LWK� ILHOG�SHUVRQQHO�
�RUNLQJ� WR� SURWHFW� VWDNHKROGHU� ULJKWV� DW� WKH�ERUGHU�� ,Q� )�� ������&%3� KHOG� UR�QGWDEOHV� DW� WKH�
$�WRPRWLYH�DQG�$HURVSDFH�&HQWHU�RI�([FHOOHQFH�DQG�([SHUWLVH�,35�&RQIHUHQFH���
�
&%3�SHUVRQQHO�IURP�KHDGT�DUWHUV��WKH�SRUWV��WKH�FHQWHUV��17&��DQG�WKH�WDUJHWLQJ�JUR�SV�DOVR�PHHW�
UHJ�ODUO���LWK�SULYDWH�VHFWRU�VWDNHKROGHUV�DQG� WUDGH�DVVRFLDWLRQV�WR�GLVF�VV�WUHQGV��WHFKQRORJLHV��
DQG��D�V�WR�FRRSHUDWH�RQ�,35�HQIRUFHPHQW��&%3�PDLQWDLQV�,35�HQIRUFHPHQW�SHUVRQQHO�DFURVV�WKH�
FR�QWU��� DOOR�LQJ� &%3� SHUVRQQHO� WR� PHHW� �LWK� E�VLQHVVHV� DQG� WUDGH� DVVRFLDWLRQV� HLWKHU� DW�
KHDGT�DUWHUV� RU� LQ� ORFDWLRQV� FORVH� WR� �KHUH� WKH� FRPSDQLHV� DUH� ORFDWHG� RU� GR� E�VLQHVV�� &%3�
SHUVRQQHO�UHJ�ODUO��PHHW��LWK�EUDQG�SURWHFWLRQ�DQG�RWKHU�FRUSRUDWH�RIILFLDOV�RQ�D�FRPSDQ��VSHFLILF�
EDVLV���
�
$GGLWLRQDOO���&%3� S�UV�HV� ELODWHUDO� DQG�P�OWLODWHUDO�HQJDJHPHQWV��LWK� IRUHLJQ� FR�QWHUSDUWV� WR�
FRQG�FW� MRLQW� F�VWRPV� ,35� HQIRUFHPHQW� RSHUDWLRQV�� VKDUH� HIIHFWLYH� HQIRUFHPHQW� SUDFWLFHV�� DQG�
H[FKDQJH�LQIRUPDWLRQ�RQ�,35�YLRODWLRQV�WR�LPSURYH�WDUJHWLQJ�DQG�LQWHUGLFWLRQ�RI�FR�QWHUIHLW�DQG�
SLUDWHG�JRRGV���
�
&%3��LQ�FRRUGLQDWLRQ��LWK� ,&(��6,��IRF�VHV� LWV�ELODWHUDO� HQJDJHPHQW� HIIRUWV�RQ� WKRVH�FR�QWULHV�
�LWK� �KLFK� &%3� DQG� ,&(��6,� KDYH� D� &�VWRPV� 0�W�DO� $VVLVWDQFH� $JUHHPHQW� �&0$$�� DQG�
FRQWLQ�HV�WR�S�UV�H�HVWDEOLVKLQJ�QH��&0$$V��LWK�IRUHLJQ�JRYHUQPHQWV�DUR�QG�WKH��RUOG��&%3�
DWWDFKpV� VWDWLRQHG� DW� HPEDVVLHV� DUR�QG� WKH� �RUOG� IDFLOLWDWH� FRRSHUDWLRQ� WKUR�JK� RSHUDWLRQDO�
SODQQLQJ�� LQIRUPDWLRQ�H[FKDQJH��DQG� VKDULQJ�EHVW� SUDFWLFHV� EHW�HHQ�&%3�DQG�IRUHLJQ� F�VWRPV�
D�WKRULWLHV���
�
7UDL�L�J��
�
&%3�V�,35�UHODWHG�WUDLQLQJ�IRF�VHV�RQ�WUDLQLQJ�IURQW�OLQH�DQG�&HQWHU�RI�([FHOOHQFH�DQG�([SHUWLVH�
�&HQWHU��SHUVRQQHO�RQ�KR��GHWHFW��H[DPLQH��DQG�HQIRUFH�,35� YLRODWLRQV��6HYHUDO�RIILFHV��LWKLQ�
&%3�FROODERUDWH� WR�SURYLGH�D� URE�VW� ,35� LQVWU�FWRU�OHG� WUDLQLQJ� FR�UVH� WKDW� FRYHUV�,35� VHL]�UH�
D�WKRULW���HQIRUFHPHQW�EHVW�SUDFWLFHV��DGPLQLVWUDWLYH�,35�SURFHG�UHV��DQG�RWKHU�FULWLFDO�OHJDO�DQG�
SROLF��WRSLFV���
�
&%3�V�2IILFH�RI�7UDGH�DOVR�FRQG�FWV�,35��HELQDUV�WR�HG�FDWH�SRUW�DQG�&HQWHU�SHUVRQQHO�RQ�,35�
LQIULQJLQJ� SURG�FWV�� 5LJKWV� KROGHUV� SURYLGH� LQIRUPDWLRQ� RQ� KR�� WR� UHFRJQL]H� ,35�LQIULQJLQJ�
SURG�FWV��ODEHOV��DQG�SDFNDJLQJ��&%3�LV�DOVR�GHYHORSLQJ�D�IRUPDOL]HG�$GYDQFHG�,35�(QIRUFHPHQW�
7UDLQLQJ�FR�UVH� WKDW��LOO�H[SDQG�RQ� WKH�H[LVWLQJ�,35� ,QVWU�FWRU�OHG�7UDLQLQJ�FR�UVH� WR� LQFUHDVH�
VW�GHQWV��NQR�OHGJH�RI�DGYDQFHG�,35�HQIRUFHPHQW�DUHDV��
�
3ULYDWH� VHFWRU� HQJDJHPHQW� DOVR� FRQWLQ�HV� WR� FRPSULVH� D� VLJQLILFDQW� SDUW� RI� &%3� WUDLQLQJ� IRU�
IURQWOLQH�SHUVRQQHO��5LJKWV�KROGHUV�DUH�UR�WLQHO��LQYLWHG� WR�DGGUHVV�&%3�D�GLHQFHV�DW� ORFDO�SRUWV�
DQG�WKH�&HQWHUV��&%3�DOVR�KRVWV�QDWLRQDO��HELQDUV��LWK�ULJKWV�KROGHUV�GHVLJQHG�WR�WUDLQ�SHUVRQQHO�
DFURVV�WKH�FR�QWU���5LJKWV�KROGHUV�DOVR�SURYLGH�&%3�SHUVRQQHO��LWK�SURG�FW�LGHQWLILFDWLRQ�J�LGHV�



�

���

WKDW�GHVFULEH�PHWKRGV�WR�GLVWLQJ�LVK�EHW�HHQ�JHQ�LQH�DQG�LQIULQJLQJ�SURG�FWV��7KHVH�J�LGHV�DIIRUG�
IURQWOLQH�SHUVRQQHO�WKH�DELOLW��WR�FRPSDUH�LPSRUWHG�PHUFKDQGLVH��LWK�SLFW�UHV�RI�JHQ�LQH�SURG�FWV���
�
$GGLWLRQDOO��� &%3� 5HJ�ODWLRQV� DQG� 5�OLQJV� SURYLGH� WUDLQLQJ� RQ� DGYDQFHG� GHWHFWLRQ� RI�
WUDGHPDUN�FRS�ULJKW�LQIULQJHPHQW�WR�,PSRUW�6SHFLDOLVWV�RI�WKH�$�WRPRWLYH�DQG�$HURVSDFH�&HQWHU��
WKH�&RQV�PHU�3URG�FWV�DQG�0DVV�0HUFKDQGLVLQJ�&HQWHU��DQG�WKH�$SSDUHO��)RRW�HDU�DQG�7H[WLOH�
&HQWHU��DV��HOO� DV� WR�&%3� RIILFHUV� DW� WKH�SRUWV� RI�1H�DUN��1H�� -HUVH���DQG� -RKQ�)��.HQQHG��
$LUSRUW��
�
��OHPDNL�J��D�G�3URFHG�UH��

&%3� KDV� UHFHQWO�� S�EOLVKHG� W�R� QRWLFHV� RI� SURSRVHG� U�OHPDNLQJ� UHODWHG� WR� WKH� SURWHFWLRQ� RI�
LQWHOOHFW�DO�SURSHUW��ULJKWV��,Q�WKH�ILUVW��&%3�SURSRVHV�WR�VWDQGDUGL]H�WKH�SURFHVV�E���KLFK�F�VWRPV�
EURNHUV�YHULI�� WKH�LGHQWLW��RI�WKHLU�FOLHQWV�� W�SLFDOO�� LPSRUWHUV��7KH� SURSRVHG� UHJ�ODWLRQV��R�OG�
IRUPDOL]H� WKH� YHULILFDWLRQ� SURFHVV� DQG� UHT�LUH� WKDW� D� UH�YHULILFDWLRQ� SURFHVV� EH� FDUULHG� R�W� E��
EURNHUV�HYHU���HDU��7KLV�LPSURYHG�EURNHU�NQR�OHGJH�LV�GHVLJQHG�WR�DOOR��IRU�EHWWHU�FRPPHUFLDO�
IUD�G�SUHYHQWLRQ�DQG�UHYHQ�H�SURWHFWLRQ��DQG�WR�KHOS�SUHYHQW�WKH��VH�RI�VKHOO�RU�VKHOI�FRPSDQLHV�
E��LPSRUWHUV��KR�DWWHPSW�WR�HYDGH�WKH�F�VWRPV�OD�V�RI�WKH�8QLWHG�6WDWHV��3UHYHQWLQJ�WKH��VH�RI�
VKHOO�RU�VKHOI�FRPSDQLHV�E��LPSRUWHUV��R�OG�KHOS�UHG�FH�WKH�PLVFODVVLILFDWLRQ�RI�PHUFKDQGLVH�WR�
DYRLG�G�WLHV��SURWHFW�DJDLQVW�,35�YLRODWLRQV��UHG�FH�DQWLG�PSLQJ�FR�QWHUYDLOLQJ�G�W��LQIUDFWLRQV��
DQG�UHG�FH�WKH�LPSRUWDWLRQ�RI��QVDIH�PHUFKDQGLVH���
�
7KH� VHFRQG� SURSRVDO� �R�OG� FUHDWH� D� SURFHG�UH� IRU� WKH� GLVFORV�UH� RI� LQIRUPDWLRQ� RWKHU�LVH�
SURWHFWHG�E��WKH�7UDGH�6HFUHWV�$FW�WR�D�WUDGHPDUN�R�QHU��KHQ�PHUFKDQGLVH�KDV�EHHQ�YRO�QWDULO��
DEDQGRQHG�LI�&%3�V�VSHFWV�WKDW�WKH�V�FFHVVI�O�LPSRUWDWLRQ�RI�WKH�PHUFKDQGLVH��R�OG�KDYH�YLRODWHG�
8�6�� WUDGH� OD�V� SURKLELWLQJ� WKH� LPSRUWDWLRQ� RI� PHUFKDQGLVH� EHDULQJ� FR�QWHUIHLW� PDUNV�� 7KLV�
UHJ�ODWLRQ��LOO�SURYLGH�JUHDWHU�WUDQVSDUHQF��IRU�SDUWQHU�JRYHUQPHQW�DJHQFLHV��DV��HOO�DV�IRU�ULJKWV�
KROGHUV�� DOOR�LQJ� ERWK� WR� UHDVVHVV� DQG� DPHQG� WKHLU� R�Q� HQIRUFHPHQW� VWUDWHJLHV� LQ� OLJKW� RI�
FRQWHPSRUDQHR�V�DWWHPSWV�WR�LPSRUW�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV���
�
7UDGH��SHFLDO�2SHUDWLR���
�
$�&%3�7UDGH� 6SHFLDO�2SHUDWLRQ��762�� LV� D� FRPSUHKHQVLYH� DQG� IRF�VHG� WUDGH� WDUJHWLQJ� DFWLRQ�
FRQG�FWHG� G�ULQJ� D� OLPLWHG� WLPHIUDPH� WR� DGGUHVV� D� VSHFLILF� WUDGH�HQIRUFHPHQW� ULVN�� �V�DOO�� LQ�
V�SSRUW� RI� RQH� RI� &%3�V� 3ULRULW�� 7UDGH� ,VV�HV� �37,V��� �KLFK� LQFO�GH� ,35� YLRODWLRQV�� 7KHVH�
RSHUDWLRQV�WDUJHW�KLJK�ULVN�VKLSPHQWV�DW�VHDSRUWV��DLUSRUWV��&%3�V�LQWHUQDWLRQDO�PDLO�IDFLOLWLHV��DQG�
H[SUHVV�FRQVLJQPHQW�FDUULHU�K�EV�DFURVV�WKH�8QLWHG�6WDWHV���
�
7KUHH� UHODWHG�GHYHORSPHQWV�KDYH�FRQWULE�WHG�WR�WKH�JUR�WK� LQ� WKH�Q�PEHU�RI�QDWLRQDO�DQG�ORFDO�
762V� DQG� LPSURYHG� YLVLELOLW�� LQWR� WKHLU� UHV�OWV�� ���� 7KH� LPSOHPHQWDWLRQ� RI� WKH� $�WRPDWHG�
7DUJHWLQJ�6�VWHP��$76��,PSRUW�7DUJHWLQJ�PRG�OH�DQG�WKH��SGDWHG�$76�,PSRUW�&DUJR�PRG�OH�DW�
WKH�EHJLQQLQJ�RI�)������������WKH�LVV�DQFH�RI�DQ��SGDWHG�762�6WDQGDUG�2SHUDWLQJ�3URFHG�UHV�LQ�
)��������DQG�����WKH�RQJRLQJ�HIIRUWV�RI�SURDFWLYH�WUDGH�HQIRUFHPHQW�PDQDJHUV�FROODERUDWLQJ��LWKLQ�
&%3�V�,QWHJUDWHG�7UDGH�7DUJHWLQJ�1HW�RUN���KLFK�PHHWV�PRQWKO��DQG�UHSUHVHQWV�DOO�RI�&%3�WUDGH�
FRPSRQHQWV��)LHOG�2IILFHV��&HQWHUV���HDGT�DUWHUV��DQG�RWKHU�RIILFHV��
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����$SSHQGL[�&����RPHODQG�6HF�ULW��,QYHVWLJDWLRQV�
�
�RPHODQG�6HF�ULW�� ,QYHVWLJDWLRQV� ��6,���LWKLQ�'�6�V� ,PPLJUDWLRQ�DQG�&�VWRPV�(QIRUFHPHQW�
DJHQF��LV� WKH�SULQFLSDO�LQYHVWLJDWLYH�DUP� RI�'�6��,W� LV�D�YLWDO�8�6��DVVHW� LQ�FRPEDWLQJ�FULPLQDO�
RUJDQL]DWLRQV�LOOHJDOO��H[SORLWLQJ�$PHULFD�V�WUDYHO��WUDGH��ILQDQFLDO�DQG�LPPLJUDWLRQ�V�VWHPV�DQG�
LQFO�GLQJ�WKH�WKHIW�RI�LQWHOOHFW�DO�SURSHUW���
�
,�YH�WLJDWLR���
�
�6,� LQYHVWLJDWHV� VRSKLVWLFDWHG��FRPSOH[� FRQVSLUDFLHV� WKDW� VSDQ� LQWHUQDWLRQDO� ER�QGDULHV��7KHVH�
LQYHVWLJDWLRQV�UHV�OW�LQ�WKH�SURVHF�WLRQ�RI�PHPEHUV�RI�WUDQVQDWLRQDO�FULPLQDO�RUJDQL]DWLRQV�DQG�WKH�
VHL]�UH�RI�LOOLFLW�SURFHHGV�DQG�FRQWUDEDQG��
�
2SHUDWLR��,��2�U��LWH��

6LQFH��������6,�KDV�EHHQ�FRQG�FWLQJ�2SHUDWLRQ�,Q�2�U�6LWHV��,26���7KLV�RSHUDWLRQ�WDUJHWV�FULPLQDO�
RUJDQL]DWLRQV�WKDW�GLVWULE�WH�GDQJHUR�V�DQG�LOOLFLW�JRRGV�YLD��HEVLWHV��RQOLQH�SODWIRUPV��DQG�VRFLDO�
PHGLD�VLWHV���
�
,QLWLDOO��IRUPHG�DV�D�8�6��EDVHG�LQLWLDWLYH�IRU�WKH�VHL]�UH�RI�GRPDLQ�QDPH�UHJLVWUDWLRQV��,26�KDV�
HYROYHG�WR�GHYHORS�ORQJ�WHUP�LQYHVWLJDWLRQV�WKDW�LGHQWLI��WDUJHWV�DQG�DVVHWV�LQ�WKH�8�6��DQG�GLVU�SW�
WKH�ILQDQFLDO�VFKHPHV��VHG�E��WKHVH�RUJDQL]DWLRQV��ERWK�GRPHVWLFDOO��DQG�LQWHUQDWLRQDOO����
�
2SHUDWLRQ� ,26� KDV� EHHQ� H[SDQGHG� WR� LQFO�GH� HIIRUWV� E�� YDULR�V� (�URSHDQ� FR�QWULHV� DQG�
FRRUGLQDWHG�E��(�URSRO��WKH�(�URSHDQ�8QLRQ�V�OD��HQIRUFHPHQW�DJHQF����7KHVH�HIIRUWV�LQFO�GH�
FLYLO�WDNHGR�QV�E��SULYDWH�VHFWRU�FRPSDQLHV�JUR�SV���
�
,Q����������FR�QWULHV�DQG�GR]HQV�RI�SULYDWH�VHFWRU�FRPSDQLHV�SDUWLFLSDWHG�LQ�,26��UHV�OWHG�LQ�WKH�
FULPLQDO�VHL]�UH�RI�RYHU��������GRPDLQ�QDPH�UHJLVWUDWLRQV�DQG�WKH�FLYLO�VHL]�UH�RI�RYHU�����PLOOLRQ�
GRPDLQ�QDPH�UHJLVWUDWLRQV���
�
,Q�DGGLWLRQ��RYHU�����PLOOLRQ�85/�OLQNV�WR�H�FRPPHUFH�SODWIRUPV�DQG�VRFLDO�PHGLD�SODWIRUPV�KDYH�
EHHQ�VHL]HG�DV�D�UHV�OW�RI�,26��:KHQ�D�GRPDLQ�QDPH�UHJLVWUDWLRQ�LV�VHL]HG�DV�SDUW�RI�,26��,QWHUQHW�
WUDIILF�WR�WKDW� VLWH�LV�UHGLUHFWHG�WR�DUGV�D�VHL]�UH�EDQQHU�QRWLI�LQJ�YLVLWRUV�WKDW�WKH�VLWH�KDV�EHHQ�
VHL]HG�IRU�RIIHULQJ�FR�QWHUIHLWV��6LQFH�,26�EHJDQ��WKHUH�KDYH�EHHQ�PRUH�WKDQ�����PLOOLRQ�YLH�V�RI�
WKH�,26�VHL]�UH�EDQQHU���
�
�2Q� )HEU�DU�� ���� ������ �6,� DOVR� S�EOLVKHG� LWV� (�&RPPHUFH� 6WUDWHJLF� 3ODQ�� ,W� OHYHUDJHV�
FROODERUDWLRQ� DPRQJ� SULYDWH� LQG�VWU��� OD�� HQIRUFHPHQW�� DQG� DGYRFDWHV� IRU� D� FRRSHUDWLYH�
HQIRUFHPHQW�DSSURDFK�WR�LGHQWLI��DQG�GLVPDQWOH�RUJDQL]DWLRQV�DQG�SURVHF�WH�SHRSOH�WKDW�WUDIILF�LQ�
GDQJHUR�V�DQG� LOOLFLW�JRRGV��WLOL]LQJ�YDULR�V�H�FRPPHUFH�R�WOHWV��7KHVH�R�WOHWV�LQFO�GH�ERWK�WKH�
RSHQ�QHW� DQG� WKH� GDUN��HE�DORQJ��LWK�VDOHV�SODWIRUPV��VRFLDO�PHGLD�� DQG� D� YDULHW��RI�SD�PHQW�
SURFHVVRUV�DQG�VKLSSLQJ�PHWKRGV���
�
�
�
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1DWLR�DO�&�EHU�)RUH��LF��D�G�7UDL�L�J��OOLD�FH�
�
�6,�KDV�W�R�VWDII�PHPEHUV�DW�WKH�1DWLRQDO�&�EHU�)RUHQVLFV�DQG�7UDLQLQJ�$OOLDQFH� �1&)7$���D�
QRQ�JRYHUQPHQW�RUJDQL]DWLRQ�LQ�3LWWVE�UJK��3$��7KH�SURIHVVLRQDOV�DW�1&)7$��RUN��LWK�LQG�VWU��
DQG�OD��HQIRUFHPHQW�WR�GH�FRQIOLFW�OHDGV�DQG�FRRUGLQDWH�RSHUDWLRQV�EHW�HHQ�DJHQFLHV��DV��HOO�DV�
WR�VKDUH�LQWHOOLJHQFH�DQG�GHYHORS�LQYHVWLJDWLYH�UHIHUUDOV��7KH�1&)7$�EULQJV�WRJHWKHU�H[SHULHQFHG�
OD�� HQIRUFHPHQW� DJHQWV� DQG� DQDO�VWV�� JRYHUQPHQWDO� H[SHUWV�� DQG� LQG�VWU�� OHDGHUV� WR� IRUP� DQ�
LQWHJUDO�DOOLDQFH�EHW�HHQ�DFDGHPLD��OD��HQIRUFHPHQW��DQG�LQG�VWU����
�
(�&RPPHUFH�:RUNL�J��UR�S��
�
,Q�1RYHPEHU��������6,�HVWDEOLVKHG�WKH�(�&RPPHUFH�:RUNLQJ��UR�S��LW�LQFO�GHV�UHSUHVHQWDWLYHV�
IURP�YDULR�V�RQOLQH�PDUNHWSODFHV��SD�PHQW�SODWIRUPV��DQG�H[SUHVV�FRQVLJQPHQW�E�VLQHVVHV�DORQJ�
�LWK�&%3�DQG�WKH�)%,��7KLV��RUNLQJ� JUR�S�DOVR� LQFO�GHV�WKH� ,QWHUQDWLRQDO�$QWL�&R�QWHUIHLWLQJ�
&RDOLWLRQ�� D� :DVKLQJWRQ�� '�&��EDVHG� QRQ�SURILW� RUJDQL]DWLRQ� GHYRWHG� WR� FRPEDWLQJ� SURG�FW�
FR�QWHUIHLWLQJ�DQG�SLUDF����
�
7KH�(�&RPPHUFH�:RUNLQJ��UR�S�PHHWV�UHJ�ODUO��WR�IDFLOLWDWH�WKH�H[FKDQJH�RI�LQWHOOLJHQFH��VKDUH�
EHVW�SUDFWLFHV��DQG�LGHQWLI��FURVV�VHFWRU�FROODERUDWLRQ�DPRQJ�LWV�PHPEHUV��,Q�ODWH��������6,�OHG�D�
SLORW�SURMHFW��KLFK�LQYROYHG�WKH�VKDULQJ�RI�GDWD�DPRQJ�WKH�SDUWLFLSDWLQJ�RQOLQH�SODWIRUPV��7KLV�
SLORW�SURMHFW�GHPRQVWUDWHG�WKDW�FULPLQDO�RUJDQL]DWLRQV�DUH�H[SORLWLQJ�P�OWLSOH�RQOLQH�SODWIRUPV�WR�
VHOO�FR�QWHUIHLW�LWHPV���
�
�6,�LV�DOVR��RUNLQJ��LWK�PHPEHUV�RI�WKH�(�&RPPHUFH�:RUNLQJ��UR�S�DV�WKH��VWULYH�WR�HVWDEOLVK��
E��ODWH�������D�SUDFWLFH�RI�V�VWDLQHG�DQG�WLPHO��VKDULQJ�RI�ODUJH�DPR�QWV�RI�LQIRUPDWLRQ�EHW�HHQ�
WKH� SODWIRUPV�� 2QFH� WKLV� KDV� EHHQ� DFFRPSOLVKHG�� WKH� LQLWLDWLYH� �LOO� EH� H[SDQGHG� WR� LQFO�GH�
SDUWLFLSDWLRQ�E��WKH�SD�PHQW�SODWIRUPV�DQG�H[SUHVV�FRQVLJQPHQW�VHFWRUV��
�
7UDL�L�J�
�
�6,�RIIHUV�DQ�DGYDQFHG�FRPPHUFLDO�IUD�G�WUDLQLQJ�FR�UVH�HQWLWOHG��,QWHOOHFW�DO�3URSHUW��DQG�7UDGH�
(QIRUFHPHQW�,QYHVWLJDWLRQV���7KLV�W�R��HHN�WUDLQLQJ�FRYHUV�D�UDQJH�RI�LQWHOOHFW�DO�SURSHUW��DQG�
WUDGH�HQIRUFHPHQW�WRSLFV��5HSUHVHQWDWLYHV� IURP� WKH� FRQV�PHU� HOHFWURQLFV�� WREDFFR�� D�WRPRWLYH��
DQG�RWKHU�LQG�VWULHV�V�EMHFW�WR�KLJK�FR�QWHUIHLW� ULVN�GHOLYHU�SUHVHQWDWLRQV�DV�SDUW�RI�WKLV�WUDLQLQJ��
)R�U�VHVVLRQV�RI�WKLV�FR�UVH��HUH�GHOLYHUHG�WR������6,�DQG�&%3�DWWHQGHHV�LQ�)���������

� �
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����$SSHQGL[�'��8�6���RYHUQPHQW�(IIRUWV�
�
$FURVV� WKH� LQWHUDJHQF��� WKH�86��HQJDJHV� LQ�D� FRPSUHKHQVLYH�DSSURDFK� WR�PRQLWRU��GHWHU�� DQG�
SUHYHQW� WKH� LPSRUWDWLRQ��GLVWULE�WLRQ�� DQG�VDOH� RI� FR�QWHUIHLW� DQG�SLUDWHG� JRRGV� LQWR� WKH� 8QLWHG�
6WDWHV��/D��HQIRUFHPHQW�DQG�UHJ�ODWRU��DJHQFLHV��DV��HOO� DV�SURVHF�WRUV�DQG�FLYLO�FRPSODLQDQWV�
DOO�SOD��D�UROH�LQ�DGGUHVVLQJ�WKLV�LVV�H��HVSHFLDOO��DV�LW�DIIHFWV�WKH�KHDOWK�DQG�VDIHW���HFRQRP��DQG�
QDWLRQDO�VHF�ULW��RI�WKH�8QLWHG�6WDWHV��6RPH�DVSHFWV�RI�WKLV�DSSURDFK�DUH�PRGH�QH�WUDO��KLOH�RWKHUV�
DUH�VSHFLILF�WR�WKH�LQWHUQDWLRQDO�VDOH�RI�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV�WKUR�JK�WKLUG�SDUW��SODWIRUPV���
�
7KLV�DSSHQGL[�SURYLGHV�D� EULHI�V�PPDU��RI�VRPH�RI�WKH�PDMRU�DFWLYLWLHV�RI�VHOHFW� DJHQFLHV�DQG�
HQWLWLHV�WR�DGGUHVV�FR�QWHUIHLWV�DQG�SLUDWHG�JRRGV�VROG�RQ�WKLUG�SDUW��PDUNHWSODFHV��7KLV�DSSHQGL[�
GRHV�QRW�SUHVHQW�D�FRPSUHKHQVLYH�RYHUYLH��RI�DOO�HIIRUWV�WR�DGGUHVV�LQWHOOHFW�DO�SURSHUW��YLRODWLRQV���
�
�HSDUWPH�W�RI��WDWH�
�
7KH�8�6��'HSDUWPHQW� RI� 6WDWH� KDV� IR�QG� WKDW� LQFUHDVHG�GLSORPDWLF�HQJDJHPHQW� RQ� LQWHOOHFW�DO�
SURSHUW�� SURWHFWLRQV�DW� WKH� KLJKHVW� SUDFWLFDO� OHYHOV�� V�SSRUWHG� E�� LQWHUDJHQF�� HQJDJHPHQW� DQG�
V�VWDLQHG�DQG�WDUJHWHG�FDSDFLW��E�LOGLQJ��LV�DQ�HIIHFWLYH��D��WR�E�LOG��S�WKH�QHFHVVDU��SROLWLFDO��LOO�
WR�DGHT�DWHO��SURWHFW� ,35�RYHUVHDV��7KLV�GLSORPDWLF�DQG�FDSDFLW��E�LOGLQJ�HQJDJHPHQW�SURYLGHV�
HYLGHQFH�RI� WKH��HLJKW�WKDW�WKH�8�6��JLYHV�WR�,35�SURWHFWLRQ��RUOG�LGH���LJK�OHYHO�HQJDJHPHQW�
RQ�,35�DOVR�DOOR�V�8�6��RIILFLDOV� WKH�RSSRUW�QLW��WR�HG�FDWH�IRUHLJQ�RIILFLDOV�RQ�WKH�HFRQRPLF��
VRFLDO��DQG�F�OW�UDO�EHQHILWV�RI�SURWHFWLQJ� ,35��KLOH�DW�WKH�VDPH�WLPH��DUQLQJ�RI�WKH�GDQJHUV�WR�
WKHLU�HFRQRPLHV��S�EOLF�KHDOWK��DQG�K�PDQ�VDIHW��SUHVHQWHG�E��FR�QWHUIHLWV�DQG�SLUDF����
�
7KH�'HSDUWPHQW� RI� 6WDWH�� WKUR�JK� LWV� %�UHD��RI� ,QWHUQDWLRQDO� 1DUFRWLFV� DQG�/D��(QIRUFHPHQW�
$IIDLUV� �,1/��� LQ� FRQV�OWDWLRQ� �LWK� WKH� %�UHD�� RI� (FRQRPLF� DQG� %�VLQHVV� $IIDLUV� 2IILFH� RI�
,QWHOOHFW�DO�3URSHUW��(QIRUFHPHQW��V�SSRUWV�WKH�8�6��7UDQVQDWLRQDO�DQG��LJK�7HFK�&ULPH��OREDO�
/D��(QIRUFHPHQW�1HW�RUN���/(1����
�
7KH��/(1�FRQVLVWV�RI�WKH��RUOG�LGH�GHSOR�PHQW�RI�H[SHULHQFHG�8�6��OD��HQIRUFHPHQW�H[SHUWV�WR�
GHOLYHU�WUDLQLQJ�DQG�WHFKQLFDO�DVVLVWDQFH�WR�IRUHLJQ�OD��HQIRUFHPHQW�SDUWQHUV�GHVLJQHG�WR�DGYDQFH�
RSHUDWLRQDO�V�FFHVV��,1/�DOVR�SURYLGHV�DVVLVWDQFH�WR�8QLWHG�6WDWHV�3DWHQW�DQG�7UDGHPDUN�2IILFH�
�86372��DQG�WKH�'�6�,35�&HQWHU�WR�HQDEOH�WKHP�WR�GHOLYHU�FRPSOHPHQWDU��FDSDFLW��E�LOGLQJ���
�
�HSDUWPH�W�RI�&RPPHUFH��
�
7KH� 'HSDUWPHQW� RI� &RPPHUFH� ,QWHUQDWLRQDO� 7UDGH� $GPLQLVWUDWLRQ�V� 2IILFH� RI� 6WDQGDUGV� DQG�
,QWHOOHFW�DO�3URSHUW��26,3��26,3��SURYLGHV�GRPHVWLF�R�WUHDFK�HYHQWV�WR�SURPRWH�,35�SURWHFWLRQ�
LQ� RQOLQH� PDUNHWSODFHV� DQG� WR� HG�FDWH� VPDOO� DQG� PHGL�P� VL]HG� HQWHUSULVHV� RQ� WKH� YDO�H� RI�
SURWHFWLQJ�DQG�HQIRUFLQJ�WKHLU�LQWHOOHFW�DO�SURSHUW��ULJKWV�ERWK�GRPHVWLFDOO��DQG�LQWHUQDWLRQDOO����
�
&RPPHUFH�V��6723IDNHV�5RDG�6KR�V��UHSUHVHQW�D��QLT�H��LQWHUDJHQF��R�WUHDFK�HYHQW��7KH��DUH�
SUHVHQWHG� LQ�P�OWLSOH�8�6�� FLWLHV� �LWK� ,35�LQWHQVLYH� LQG�VWULHV� DQG� SURYLGH� DQ� DUUD�� RI� SDQHO�
VSHDNHUV� DQG� ,35� H[SHUWV�� 7KHVH� 5RDGVKR�V� GHOLYHU� FULWLFDOO�� LPSRUWDQW� LQIRUPDWLRQ� DER�W�
LQWHOOHFW�DO�SURSHUW��WR�D�GLHQFHV�WKDW�QHHG�LW�PRVW���VWDUW��SV��HQWUHSUHQH�UV��VPDOO�DQG�PHGL�P�
VL]HG�E�VLQHVVHV��LQGHSHQGHQW�FUHDWRUV��DQG�LQYHQWRUV���
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�
,Q�DGGLWLRQ��26,3�FRQWLQ�HV�WR�H[SDQG�WKH�SURJUDP�V��QLT�H�LQWHUDFWLYH�IHDW�UHV��7KHVH�LQFO�GH�
J�LGHG�DVVLVWDQFH�E��&%3�RIILFLDOV�WR�DVVLVW��LWK�WUDGHPDUN�UHFRUGDWLRQ�DQG�J�LGDQFH�IURP�8�6��
&RS�ULJKW�2IILFH�RIILFLDOV�LQ�UHJLVWHULQJ�FRS�ULJKW�SURWHFWLRQV���
�
86372�SURYLGHV�SROLF��DQG�WHFKQLFDO�DGYLFH�WR� WKH�$GPLQLVWUDWLRQ�DQG�&RQJUHVV�RQ�OHJLVODWLRQ�
DQG�RWKHU�PDWWHUV�UHODWLQJ�WR�FLYLO��FULPLQDO��DQG�ERUGHU�HQIRUFHPHQW�RI�LQWHOOHFW�DO�SURSHUW���,W�LV�
FRQVWDQWO���RUNLQJ�WR�LPSURYH�GRPHVWLF�LQWHOOHFW�DO�SURSHUW��OD�V�DQG�UHJ�ODWLRQV�DQG�DOVR�VHHNV�
WR�LQFUHDVH�S�EOLF�D�DUHQHVV�WKUR�JK�HG�FDWLRQ�RQ�WKH�ULVNV�RI�LQIULQJHPHQW�DQG�WKH�EHQHILWV�RI�
,35�SURWHFWLRQ�DQG�HQIRUFHPHQW���
�
,Q�������86372�OD�QFKHG�D�P�OWL��HDU��QDWLRQ�LGH�S�EOLF�D�DUHQHVV�FDPSDLJQ��LWK�WKH�1DWLRQDO�
&ULPH� 3UHYHQWLRQ� &R�QFLO� LQ� D� MRLQW� HIIRUW� WR� HG�FDWH� 8�6�� FRQV�PHUV� DER�W� WKH� GDQJHUV� RI�
FR�QWHUIHLW�JRRGV��
�
86372�� LQFO�GLQJ� WKUR�JK� LWV� �OREDO� ,QWHOOHFW�DO� 3URSHUW�� $FDGHP�� ��,3$��� SURYLGHV� DQG�
SDUWLFLSDWHV� LQ� WHFKQLFDO� DVVLVWDQFH� DQG� FDSDFLW��E�LOGLQJ� SURJUDPV� IRU� IRUHLJQ� JRYHUQPHQWV�
VHHNLQJ�WR�GHYHORS�RU�LPSURYH�WKHLU�LQWHOOHFW�DO�SURSHUW��OD�V�DQG�UHJ�ODWLRQV��DQG�WR�HQKDQFH�WKH�
H[SHUWLVH�RI�WKRVH�UHVSRQVLEOH�IRU�LQWHOOHFW�DO�SURSHUW��ULJKWV�HQIRUFHPHQW��
�
)HGHUDO�%�UHD��RI�,�YH�WLJDWLR���

,Q�2FWREHU�������WKH�)HGHUDO�%�UHD��RI�,QYHVWLJDWLRQ��)%,��GHYHORSHG�D�QH��VWUDWHJ��WR�FRPEDW�
,35�FULPH�E��KHOSLQJ�GLIIHUHQW�LQG�VWU��VHFWRUV�LGHQWLI��FRPPRQ�FKDOOHQJHV�DQG��RUN�WRJHWKHU�WR�
VROYH� WKHVH� FKDOOHQJHV�� 7KH� )%,�V� VWUDWHJ�� IRF�VHV� RQ� E�LOGLQJ� SDUWQHUVKLSV� �LWK� NH��
LQWHUPHGLDULHV� LQ� WKH� V�SSO�� FKDLQ� IRU� FR�QWHUIHLW� DQG� SLUDWHG� JRRGV�� V�FK� DV� H�FRPPHUFH�
SODWIRUPV��SD�PHQW�SURFHVVRUV��DQG�WKH�HFRV�VWHP�IRU�RQOLQH�DGYHUWLVLQJ���
�
7KH� )%,�V� VWUDWHJ�� DOVR� IRF�VHV� RQ� LGHQWLI�LQJ� DQG� S�UV�LQJ� LQYHVWLJDWLRQV� DJDLQVW� �V�VWHPLF�
HQDEOHUV�� RU� HQWLWLHV� �KLFK� NQR�LQJO�� IDFLOLWDWH� WKH� ODUJH�VFDOH� LQIULQJHPHQW� RI� LQWHOOHFW�DO�
SURSHUW�� ULJKWV��$V�RQH� H[DPSOH� RI� WKLV� LQ�DFWLRQ�� LQ������ WKH�)%,�KHOSHG�VHYHUDO� H�FRPPHUFH�
FRPSDQLHV�UH�HYDO�DWH�WKHLU�SROLFLHV�UHJDUGLQJ�WKH�VDOH�RI�SRWHQWLDOO��KD]DUGR�V�FR�QWHUIHLW�JRRGV�
RQOLQH��
�
$W� WKH�,35�&HQWHU�� WKH�)%,�KHOSV�SURYLGH�I�QGLQJ�DQG�ORJLVWLFDO�V�SSRUW� IRU� WKH��6,�PDQDJHG�
�UHSRUW� ,3� WKHIW�� E�WWRQ�� D� �HE�EDVHG� DSSOLFDWLRQ� IRU� FRQV�PHUV� DQG� ULJKWV� KROGHUV� WR� V�EPLW�
FRPSODLQWV� WR� OD�� HQIRUFHPHQW� UHJDUGLQJ� V�VSHFWHG� LQIULQJLQJ� DFWLYLWLHV�� 7KH� )%,� LV� F�UUHQWO��
�RUNLQJ�RQ�GHYHORSLQJ�QH��DQDO�WLF�WRROV�WR�KHOS�SURFHVV�FRQV�PHU�DQG�ULJKWV�KROGHU�FRPSODLQWV��
�
8����7UDGH��HSUH�H�WDWLYH�
�
7KH� 2IILFH� RI� WKH� 8�6�� 7UDGH� 5HSUHVHQWDWLYH� �8675�� LV� UHVSRQVLEOH� IRU� GHYHORSLQJ� DQG�
FRRUGLQDWLQJ�LQWHUQDWLRQDO�WUDGH�SROLF��IRU�WKH�8�6��JRYHUQPHQW��LWK�UHVSHFW� WR� ,35�SURWHFWLRQV��
8675�DOVR�RYHUVHHV�QHJRWLDWLRQV��LWK�WUDGLQJ�SDUWQHUV��LQFO�GLQJ�RQ�,35�LVV�HV���
�
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8675��VHV�D��LGH� UDQJH�RI�ELODWHUDO� DQG�P�OWLODWHUDO�WUDGH�WRROV�WR�SURPRWH�VWURQJ� LQWHOOHFW�DO�
SURSHUW�� OD�V� DQG� HIIHFWLYH� HQIRUFHPHQW� �RUOG�LGH�� UHIOHFWLQJ� WKH� LPSRUWDQFH� RI� LQWHOOHFW�DO�
SURSHUW��DQG�LQQRYDWLRQ�WR�WKH�JUR�WK�RI�WKH�8�6��HFRQRP����
�
8����)RRG�D�G��U�J��GPL�L�WUDWLR��
�
7KH�8�6��)RRG�DQG�'U�J�$GPLQLVWUDWLRQ��)'$��SURWHFWV�WKH�S�EOLF�KHDOWK�E��HQV�ULQJ�WKH�VDIHW���
HIILFDF���DQG�VHF�ULW��RI�IRRG��GU�JV��PHGLFDO�GHYLFHV��FRVPHWLFV�DQG�PDQ��S�EOLF�KHDOWK�SURG�FWV��
2QH�NH��PHWKRG�WKDW�)'$��VHV�WR�VWUHQJWKHQ�LWV�S�EOLF�KHDOWK�PLVVLRQ�LV�WKUR�JK�UHJ�ODWLRQV�DQG�
LQYHVWLJDWLRQV�RI�FR�QWHUIHLW�SURG�FWV���
�
7KH�)'$�DOVR�LVV�HV�VDIHW��DOHUWV�DQG�UHFDOOV�RI�GDQJHUR�V�SURG�FWV��7KH�&RQV�PHU�3URG�FW�6DIHW��
&RPPLVVLRQ��&36&��SURPRWHV�WKH�VDIHW��RI�FRQV�PHU�SURG�FWV�E��DGGUHVVLQJ��QUHDVRQDEOH�ULVNV�
RI� LQM�U�� DQG� GHYHORSLQJ� �QLIRUP� VDIHW�� VWDQGDUGV�� 1RW� V�USULVLQJO��� FR�QWHUIHLW� DQG� SLUDWHG�
SURG�FWV�W�SLFDOO��GR�QRW�FRPSO���LWK�&36&�UHT�LUHPHQWV���
�
&R���PHU�3URG�FW��DIHW��&RPPL��LR���
�
&36&�SURPRWHV�WKH�VDIHW��RI�FRQV�PHU�SURG�FWV�E��DGGUHVVLQJ��QUHDVRQDEOH�ULVNV�RI�LQM�U��DQG�
GHYHORSLQJ��QLIRUP�VDIHW��VWDQGDUGV��1RW�V�USULVLQJO���FR�QWHUIHLW�DQG�SLUDWHG�SURG�FWV�W�SLFDOO��
GR�QRW�FRPSO���LWK�&36&�UHT�LUHPHQWV���
�
8����3R�WDO��HUYLFH�
�
$V�GLVF�VVHG� LQ� WKLV� UHSRUW��RQH�FULWLFDO�PLVVLRQ�RI�8636� LV� WR� UHFHLYH� DGYDQFH� HOHFWURQLF�GDWD�
�$('��IRU� LQER�QG�LQWHUQDWLRQDO�PDLO��RULJLQDWLQJ�LQ�����GLIIHUHQW� FR�QWULHV��$W�SUHVHQW��8636�
UHFHLYHV�$('�GDWD�IURP�D�PDMRULW��RI� WKH�LQER�QG� LQWHUQDWLRQDO�PDLO� LW� UHFHLYHV���R�HYHU��LW�LV�
DOVR�UHT�LUHG���QGHU�WKH�6�QWKHWLFV�7UDIILFNLQJ�DQG�2YHUGRVH�3URWHFWLRQ��6723��$FW�RI�������3�E��
/��1R�� ��������� ��� ����������� ���� 6WDW�� ������ 7LWOH�9,,,�� 6�EWLWOH�$�� WR� UHFHLYH�$('�RQ� DOO�
LQWHUQDWLRQDO�PDLO�SDFNDJHV�E��'HFHPEHU������������
�
,PSRUWDQWO���8636�SURYLGHV�WKH�LWV�DGYDQFH�HOHFWURQLF�GDWD�LW�UHFHLYHV�WR�&%3��7KLV�LQIRUPDWLRQ�
VKDULQJ�DVVLVWV�&%3�LQ�EHWWHU�WDUJHWLQJ�SDFNDJHV�EHIRUH�WKH�LWHPV�DUULYH�DW�WKH�LQWHUQDWLRQDO�VHUYLFH�
FHQWHUV���
� �
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����$SSHQGL[�(���OREDO�,QLWLDWLYHV�
�
7KH� SUROLIHUDWLRQ� RI� FR�QWHUIHLW� JRRGV� RQ� WKLUG�SDUW��PDUNHWSODFHV� LV� D� JOREDO� SUREOHP�� 7KLV�
$SSHQGL[�RIIHUV�D�EULHI�V�UYH��RI�VRPH�RI�WKH�JOREDO�RSWLRQV�DQG�FRRSHUDWLYH�HIIRUWV�DYDLODEOH�WR�
FRPEDW�WKH�WUDIILFNLQJ�RI�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV��
�
,�WHU�DWLR�DO�2UJD�L]DWLR���

7KH�:RUOG� 7UDGH� 2UJDQL]DWLRQ�V� �:72��$JUHHPHQW� RQ�7UDGH�5HODWHG�$VSHFWV� RI� ,QWHOOHFW�DO�
3URSHUW��5LJKWV�FRQWDLQV�GLVFLSOLQHV� WR�SURWHFW�LQWHOOHFW�DO�SURSHUW��WKDW�DUH�HQIRUFHDEOH� WKUR�JK�
WKH�:72�V� 'LVS�WH� 6HWWOHPHQW�%RG���7KH�:RUOG� ,QWHOOHFW�DO� 3URSHUW�� 2UJDQL]DWLRQ�� D�8QLWHG�
1DWLRQV� VSHFLDOL]HG� DJHQF��� LV� D� JOREDO� IRU�P� IRU� LQWHOOHFW�DO� SURSHUW�� VHUYLFHV�� SROLF���
LQIRUPDWLRQ�� DQG� FROODERUDWLRQ�� 7KH� :RUOG� &�VWRPV� 2UJDQL]DWLRQ� �:&2�� OHDGV� LQWHUQDWLRQDO�
F�VWRPV�FRRSHUDWLRQ��LQFO�GLQJ��LWK�UHVSHFW�WR�WKH�HQIRUFHPHQW�RI�LQWHOOHFW�DO�SURSHUW��ULJKWV���
�
7KH� ,QWHUQDWLRQDO� 3ROLFH� 2UJDQL]DWLRQ� �,17(532/��� LQ� D� SDUWQHUVKLS� �LWK� 8QGHU�ULWHUV�
/DERUDWRULHV� �8/�� RSHUDWHV� WKH� ,QWHUQDWLRQDO� ,35� &ULPH� ,QYHVWLJDWRUV� &ROOHJH� �,,3&,&��� 7KH�
PLVVLRQ� RI� ,,3&,&� LV� WR�HG�FDWH� JOREDO� OD�� HQIRUFHPHQW� DQG�VWDNHKROGHU�JUR�SV� WR�HIIHFWLYHO��
FRPEDW�WUDQVQDWLRQDO�,35�FULPH��2YHU�����FR�QWULHV�KDYH�YLVLWHG�WKH�,,3&,&�VLWH�VLQFH�LWV�OD�QFK�
DQG� UHSUHVHQWDWLYHV� IURP� RYHU� ���� OD�� HQIRUFHPHQW� DJHQFLHV� KDYH� HQUROOHG� LQ� WKH� WUDLQLQJ��
,17(532/� HQDEOHV� LWV� PHPEHUV� WR� VKDUH� DQG� DFFHVV� GDWD� RQ� FULPH� DQG� FULPLQDOV�� LQFO�GLQJ�
FR�QWHUIHLW�JRRGV��
�
(�URSH�
�
6HYHUDO�(�URSHDQ�JRYHUQPHQW�DJHQFLHV�KDYH�GHYHORSHG�0HPRUDQGD�RI�8QGHUVWDQGLQJV��028V��
�LWK�WKH�SULYDWH�VHFWRU�WR�DGGUHVV�FR�QWHUIHLW�LVV�HV��)RU�H[DPSOH��WKH�(�URSHDQ�&RPPLVVLRQ�KDV�
IDFLOLWDWHG�DQ�028�RQ�WKH�VDOH�RI�FR�QWHUIHLW�JRRGV�YLD�WKH�LQWHUQHW��LWK�PDMRU�LQWHUQHW�SODWIRUPV�
DQG�ULJKWV�KROGHUV��KR�DUH�DIIHFWHG�E��RQOLQH�VDOHV�RI�FR�QWHUIHLW�JRRGV��7KH�SODWIRUPV�FRPPLW�WR�
QRWLFH�DQG�WDNH�GR�Q�SURFHG�UHV�DQG�WR�WDNLQJ�SUR�DFWLYH�DQG�SUHYHQWLYH�PHDV�UHV��V�FK�DV�WKH��VH�
RI�PRQLWRULQJ�WRROV�DOOR�LQJ�GHWHFWLRQ�RI�LOOHJDO�FRQWHQW��
�
7KH�(�URSHDQ�&RPPLVVLRQ�DOVR�FRQFO�GHG�DQ�028�RQ�2QOLQH�$GYHUWLVLQJ�DQG�,35�LQ������WKDW�
H[WHQGV�WR�WUDGHPDUNV�DQG�FRS�ULJKW��6LJQDWRULHV�FRPPLW�WR�PLQLPL]H�WKH�SODFHPHQW�RI�DGYHUWLVLQJ�
RQ��HEVLWHV�DQG�PRELOH�DSSOLFDWLRQV�WKDW�LQIULQJH�RQ�,35�RU�GLVVHPLQDWH�FR�QWHUIHLW�JRRGV�VR�DV�WR�
UHG�FH�WKH�UHYHQ�HV�RI�WKHVH�WUDIILFNLQJ��HEVLWHV�DQG�DSSV���
�
,Q� )UDQFH�� WKUR�JK� WKH�)UHQFK�0LQLVWU�� RI�(FRQRP��� SRVWDO�RSHUDWRUV� KDYH� VLJQHG�D�FKDUWHU� WR�
DGGUHVV�FR�QWHUIHLWV��LWK� ULJKWV�KROGHUV� WKDW� IRF�VHV�RQ�R�WUHDFK��FROODERUDWLRQ�DQG�WUDLQLQJ�� ,Q�
'HFHPEHU� ������ EUDQG� R�QHUV� DQG� FHUWDLQ� RQOLQH� SODWIRUPV� DOVR� VLJQHG� D� FKDUWHU� WR� ILJKW�
FR�QWHUIHLWV�RQOLQH���KLFK�RUJDQL]HV�FRRSHUDWLRQ�EHW�HHQ�EUDQG�R�QHUV��RQOLQH�SODWIRUPV��DQG�OD��
HQIRUFHPHQW�D�WKRULWLHV�DQG�KHOSV�LPSOHPHQW�SUHYHQWLYH�PHDV�UHV�DV��HOO�DV�QRWLFH�DQG�WDNHGR�Q�
SURFHG�UHV���
�
7KHUH� KDYH� DOVR� EHHQ� (�URSHDQ� HIIRUWV� WR� HQKDQFH� WHFKQRORJ�� DVVRFLDWHG� �LWK� SURWHFWLQJ�
LQWHOOHFW�DO�SURSHUW��ULJKWV��7KH�(�URSHDQ�8QLRQ�,QWHOOHFW�DO�3URSHUW��2IILFH� �(8,32��KHOG� WKH�
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LQD�J�UDO�(8�%ORFNDWKRQ�FRPSHWLWLRQ�WR�GHYHORS�,35�SURWHFWLRQ� VRO�WLRQV�EDVHG�RQ�EORFNFKDLQ�
WHFKQRORJLHV���
�
7KH�,QWHOOHFW�DO�3URSHUW��&ULPH�&RRUGLQDWHG�&RDOLWLRQ��,3&���DW�(�URSRO�SURYLGHV�RSHUDWLRQDO�DQG�
WHFKQLFDO� V�SSRUW� WR� OD��HQIRUFHPHQW� DJHQFLHV� DQG� RWKHU� SDUWQHUV� LQ� WKH� (8�� 7KH� ,3&�� KDV�
V�SSRUWHG�PRUH� WKDQ����KLJK�SULRULW��FDVHV�RI�LQWHOOHFW�DO�SURSHUW��LQIULQJHPHQW�� ,W�WDNHV�GR�Q�
�HEVLWHV��VHG�WR�VHOO�FR�QWHUIHLW�PHUFKDQGLVH�DQG�VK�W�GR�QV�LOOHJDO�RSHUDWLRQV�WKDW��VH�ELWFRLQ��
�
7KH�&LW��RI�/RQGRQ�3ROLFH��&R/3���DQG� ,35�&HQWHU�SDUWQHU�DJHQF���KRVW�WKH�3ROLFH� ,QWHOOHFW�DO�
3URSHUW��&ULPH�8QLW��3,3&8���&R/3�LV� I�QGHG� E�� WKH�8.�,QWHOOHFW�DO�3URSHUW��2IILFH� WR� ILJKW�
FULPLQDOV��KR�LQIULQJH�WUDGHPDUN�DQG�FRS�ULJKWV��,W��RUNV��LWK�OD��HQIRUFHPHQW�DJHQFLHV�LQ�WKH�
8.�DQG�DFURVV�WKH��RUOG�WR�DUUHVW�FULPLQDOV��KR�HQJDJH�LQ�WKH�SURG�FWLRQ��LPSRUWDWLRQ�DQG�VDOH�RI�
FR�QWHUIHLW�JRRGV���
�
3RVWDO�DQG�F�VWRPV�DJHQFLHV�LQ�)UDQFH�DQG�,WDO��KDYH�RUJDQL]HG�MRLQW�RSHUDWLRQV��KHUH�DOO�SDUFHOV�
HQWHULQJ�WKH�LQWHUQDWLRQDO�RIILFH�RI�H[FKDQJHV�IURP�WDUJHWHG�FR�QWULHV�DUH�VFUHHQHG�IRU�FR�QWHUIHLW�
JRRGV���
�
&D�DGD�
�
&DQDGD�KDV�FUHDWHG�3URMHFW�&KDUJHEDFN� WR�ILJKW�FR�QWHUIHLWLQJ��IUD�G��DQG�,35�WKHIW�E��HQDEOLQJ�
GHFHLYHG�FRQV�PHUV�WR�JHW�WKHLU�PRQH��EDFN��7KH�LQLWLDWLYH���KLFK�EHJDQ�LQ�������LV�DGPLQLVWHUHG�
E��WKH�&DQDGLDQ�$QWL�)UD�G�&HQWHU��&$)&����
�
8QGHU�WKH�D�WKRULW��RI�3URMHFW�&KDUJHEDFN��GHIUD�GHG�FRQV�PHUV�FDQ�ILOH�D�FRPSODLQW��LWK� WKHLU�
EDQN�RU�WKH�&$)&�DQG�SURYLGH�LQIRUPDWLRQ�RQ�WKH�S�UFKDVH��7KH�&$)&�WKHQ��RUNV��LWK�ULJKWV�
KROGHUV�WR�FRQILUP�WKDW�WKH�JRRGV��HUH�FR�QWHUIHLW�DQG�UHOD�V�WKLV�LQIRUPDWLRQ�WR�WKH�FDUGKROGHU�V�
EDQN���
�
7KH� FDUGKROGHU�V� EDQN� WKHQ�LQLWLDWHV�D�FKDUJH� EDFN�DJDLQVW� WKH� VHOOHU�V�PHUFKDQW�DFFR�QW��7KDW�
UHV�OWV�LQ�WKH�WHUPLQDWLRQ�RI�WKH�PHUFKDQW�V�DFFR�QW��VHG�E��WKH�FR�QWHUIHLWHU��DQG�WKH�YLFWLPV�DUH�
LQVWU�FWHG�QRW�WR�UHW�UQ�WKH�FR�QWHUIHLW�JRRGV�WR�WKH�VHOOHU��
�

� �
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����5HIHUHQFHV�
�
)ROOR�LQJ�WKH�PDQGDWHV�VHW�IRUWK�LQ�3UHVLGHQW�7U�PS�V�$SULO����������0HPRUD�G�P�R��&RPEDWL�J�
7UDIILFNL�J�L��&R��WHUIHLW�D�G�3LUDWHG��RRG���WKH�UHSRUW�VKDOO��DV�LWV�SULPDU��JRDOV��

•� $QDO�]H�DYDLODEOH�GDWD� DQG�RWKHU� LQIRUPDWLRQ� WR�GHYHORS� D�GHHSHU� �QGHUVWDQGLQJ�RI� WKH�
H[WHQW� WR��KLFK�RQOLQH� WKLUG�SDUW��PDUNHWSODFHV�DQG�RWKHU� WKLUG�SDUW�� LQWHUPHGLDULHV�DUH�
�VHG�WR�IDFLOLWDWH�WKH�LPSRUWDWLRQ�DQG�VDOH�RI�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV���

•� ,GHQWLI�� WKH� IDFWRUV� WKDW� FRQWULE�WH� WR� WUDIILFNLQJ� LQ� FR�QWHUIHLW� DQG� SLUDWHG� JRRGV�� DQG�
GHVFULEH� DQ�� PDUNHW� LQFHQWLYHV� DQG� GLVWRUWLRQV� WKDW� PD�� FRQWULE�WH� WR� WKLUG�SDUW��
LQWHUPHGLDULHV�IDFLOLWDWLQJ�WUDIILFNLQJ�LQ�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV��

•� ,GHQWLI�� DSSURSULDWH� DGPLQLVWUDWLYH�� VWDW�WRU��� UHJ�ODWRU��� RU� RWKHU� FKDQJHV�� LQFO�GLQJ�
HQKDQFHG�HQIRUFHPHQW�DFWLRQV��WKDW�FR�OG�V�EVWDQWLDOO��UHG�FH�WUDIILFNLQJ�LQ�FR�QWHUIHLW�DQG�
SLUDWHG� JRRGV�RU� SURPRWH�PRUH�HIIHFWLYH� OD��HQIRUFHPHQW� UHJDUGLQJ�WUDIILFNLQJ� LQ� V�FK�
JRRGV��

,Q�WKH�FR�UVH�RI�S�UV�LQJ�WKHVH�JRDOV��WKH�UHSRUW�VKDOO�DOVR��
•� (YDO�DWH� WKH� H[LVWLQJ� SROLFLHV� DQG� SURFHG�UHV� RI� WKLUG�SDUW�� LQWHUPHGLDULHV� UHODWLQJ� WR�

WUDIILFNLQJ�LQ�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV��DQG�LGHQWLI��WKH�SUDFWLFHV�RI�WKRVH�HQWLWLHV�WKDW�
KDYH�EHHQ�PRVW� HIIHFWLYH� LQ�F�UELQJ� WKH� LPSRUWDWLRQ� DQG�VDOH� RI�FR�QWHUIHLW� DQG�SLUDWHG�
JRRGV��LQFO�GLQJ�WKRVH�FRQYH�HG�WKUR�JK�RQOLQH�WKLUG�SDUW��PDUNHWSODFH�

•� ,GHQWLI�� DSSURSULDWH� J�LGDQFH� WKDW� DJHQFLHV� PD�� SURYLGH� WR� WKLUG�SDUW��
LQWHUPHGLDULHV� WR� KHOS� WKHP� SUHYHQW� WKH� LPSRUWDWLRQ� DQG� VDOH� RI� FR�QWHUIHLW� DQG�
SLUDWHG�JRRGV���

•� ,GHQWLI��DSSURSULDWH�DGPLQLVWUDWLYH�� UHJ�ODWRU���OHJLVODWLYH��RU�SROLF��FKDQJHV�WKDW�
�R�OG� HQDEOH� DJHQFLHV�� DV� DSSURSULDWH�� WR� PRUH� HIIHFWLYHO�� VKDUH� LQIRUPDWLRQ�
UHJDUGLQJ�FR�QWHUIHLW�DQG�SLUDWHG�JRRGV��LQFO�GLQJ�V�VSHFWHG�FR�QWHUIHLW�DQG�SLUDWHG�
JRRGV�� �LWK� LQWHOOHFW�DO� SURSHUW�� ULJKWV� KROGHUV�� FRQV�PHUV�� DQG� WKLUG�SDUW��
LQWHUPHGLDULHV��

•� (YDO�DWH�WKH�F�UUHQW� DQG�I�W�UH�UHVR�UFH�QHHGV�RI�DJHQFLHV�DQG�PDNH�DSSURSULDWH�
UHFRPPHQGDWLRQV� IRU� PRUH� HIIHFWLYH� GHWHFWLRQ�� LQWHUGLFWLRQ�� LQYHVWLJDWLRQ�� DQG�
SURVHF�WLRQ� UHJDUGLQJ� WUDIILFNLQJ� LQ� FR�QWHUIHLW� DQG� SLUDWHG� JRRGV�� LQFO�GLQJ�
WUDIILFNLQJ� WKUR�JK� RQOLQH� WKLUG�SDUW�� PDUNHWSODFHV� DQG� RWKHU� WKLUG�SDUW��
LQWHUPHGLDULHV��DQG�UHFRPPHQG�FKDQJHV�WR�WKH�GDWD�FROOHFWLRQ�SUDFWLFHV�RI�DJHQFLHV��
LQFO�GLQJ� VSHFLILFDWLRQ� RI� FDWHJRULHV� RI� GDWD� WKDW� VKR�OG� EH� FROOHFWHG� DQG�
DSSURSULDWH�VWDQGDUGL]DWLRQ�SUDFWLFHV�IRU�GDWD���

•� ,GHQWLI��DUHDV�IRU�FROODERUDWLRQ�EHW�HHQ�WKH�'HSDUWPHQW�RI�-�VWLFH�DQG�'HSDUWPHQW�
RI��RPHODQG�6HF�ULW��RQ�HIIRUWV�WR�FRPEDW� WUDIILFNLQJ� LQ�FR�QWHUIHLW� DQG�SLUDWHG�
JRRGV���

�
6HH�I�OO�PHPRUDQG�P�DW��3UHVLGHQW�'RQDOG�-��7U�PS��0HPRUDQG�P�RQ�&RPEDWLQJ�7UDIILFNLQJ�
LQ�&R�QWHUIHLW�DQG�3LUDWHG��RRGV����$SULO�������KWWSV��������KLWHKR�VH�JRY�SUHVLGHQWLDO�
DFWLRQV�PHPRUDQG�P�FRPEDWLQJ�WUDIILFNLQJ�FR�QWHUIHLW�SLUDWHG�JRRGV��



EXHIBIT 3
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��GEWVK�G�5WOOCT����������������������������������������������������������������������������������������������������������������������������� �

�24�5GK�WTG�6QVCNU���������������������������������������������������������������������������������������������������������������������������������

�����i��i�������������-������������i�������i�������VVi�����i�����������������������������������������������������

��6������-�������������������������������������������������������������������������������������������������������������������������������������

��i������������������Vi�i���������������������������������������������������������������������������������������������������������

���������i�������������������������������������������������������������������������������������������������������������������������������������

�i�����������iV����i��V������i������������������������������������������������������������������������������������������������������

��V����������i�����������i�V������������������������������������������������������������������������������������������������������������

1WVTGCEJ���$2�7�5���JCODGT�QH��QOOGTEG�/GOQTCPFWO�QH�7PFGTUVCPFKPI���������������������������������

1WVTGCEJ��6JG�;GCT�QH�VJG�5OCNN�CPF�/GFKWO�5K�GF��PVGTRTKUGU�9GDKPCT�5GTKGU������������������������������

��,�����������i�Vi�������������������������������������������������������������������������������������������������������������������������

�GPVGTU�QH���EGNNGPEG�CPF���RGTVKUG�5RQVNKIJV�����������������������������������������������������������������������������������

���i��������������������������������V�����������i����������������������������������������������������������������������

-i����i�7������������������������������������������������������������������������������������������������������������������������������� �����

 ��Li�����-i����i����������������������������������������������������������������������������������������������������������������������������

�����V���-i��i��L���-,�������������������������������������������������������������������������������������������������������������� �����

������-i����i����i�������-,��-i��i��L���V��������������������������������������������������������������������������� �����

5GK�WTGU�D��/QFG�QH�6TCPURQTVCVKQP�������������������������������������������������������������������������������������������������

�i������-��i��������-iV������L�������V����������������������������������������������������������������������������������������� �����

�-,��L���i��i��������Vi��i�Vi��������i����i����������������������������������������������������������������������������������

������,����������������V������������������������������������������������������������������������������������������������������������������

Disclaimer:�The�information�contained�in�this�report�does�not�constitute�the�of�cial�trade�statistics�of�the�United�
-���i�����i���������V���������i�����iV������L��i�����������i���������V�����i��������i��i�����Li���i������iV�����V�
analysis,�and�are�provided�for�the�purpose�of�establishing�U.S.�Department�of�Homeland�Security�workload.
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7�5���WUVQOU�CPF�$QTFGT�2TQVGEVKQP�HQEWUGU�KVU�

VTCFG�GPHQTEGOGPV�GHHQTVU�QP�UG�GP�2TKQTKV��6TCFG�

�UUWGU��26����26�U�TGRTGUGPV�JKIJ�TKUM�CTGCU�VJCV�

can�cause�signi�cant�revenue�loss,�harm�the�U.S.�

economy,�or�threaten�the�health�and�safety�of�the�

�OGTKECP�RGQRNG���WTTGPV�26�U�KPENWFG��P�GNNGE��CN�

2TQRGT���4�I��U���24�,�which�protect�American�

�PVGNNGEVWCN�2TQRGTV��D��KPVGTFKEVKPI��KQNCVK�G�IQQFU�

CPF�NG�GTCIKPI�GPJCPEGF�GPHQTEGOGPV�CWVJQTKVKGU��

Trade�in�illegitimate�goods�is�associated�with�

smuggling�and�other�criminal�activities,�and�often�

HWPFU�ETKOKPCN�GPVGTRTKUGU���$2�RTQVGEVU�VJG�

intellectual�property�rights�of�American�businesses,�

UCHGIWCTFKPI�VJGO�HTQO�WPHCKT�EQORGVKVKQP�CPF�

use�for�malicious�intent�while�upholding�American�

innovation�and�ingenuity.�CBP�works�with�many�

RCTVPGT�IQ�GTPOGPV�CIGPEKGU�CPF�VJG�VTCFG�

EQOOWPKV��VQ�OKVKICVG�VJG�TKUMU�RQUGF�D��KORQTVU�QH�

UWEJ�KNNKEKV�IQQFU��

FY�2021�was�another�successful�year�for�IPR�

enforcement.�CBP�made�over�27,000�seizures�

(i.e.,�102,490�seizure�lines)�with�an�estimated�

OCPWHCEVWTGToU�UWIIGUVGF�TGVCKN�RTKEG��/542��QH�Q�GT�

$3.3�billion,�which�represents�an�increase�of�152%�

over�the�previous�Fiscal�Year,�when�goods�valued�at�

$1.3�billion�MSRP�were�seized�for�IPR�violations.�CBP�

CNUQ�TGEGK�GF�CPF�TGURQPFGF�VQ�����KPSWKTKGU�HTQO�

the��eld�concerning�IPR�enforcement�in�(�������

��iV����i�-�������
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1� Pew�Research�Center,�“Mobile�Fact�Sheet,”��������������i��i�i������������i��i���������ii�������i�����������������

�� �F�

3� “One�in��ve�mobile�phones�shipped�abroad�is�fake,”�Organization�for�Economic�Co-operation�and�Development,�March�28,�2017,�One�in��ve�mobile�phones�shipped�abroad�is�fake�-�OECD�

�����VV����������,i����������������,i������

4� “Counterfeit�and�pirated�goods�get�boost�from�pandemic,�new�report�con�rms,”�European�Union�Agency�for�Law�Enforcement�and�Cooperation�(Europol),�March�7,�2022,�������������

europol.europa.eu/media-press/newsroom/news/counterfeit-and-pirated-goods-get-boost-pandemic-new-report-con�rms�and�accompanying�report�(EUROPOL�2022�IPR�Threat�Report).

�����i�vi�������������-������������
�i�������i�������VVi�����i�

Almost�all�of�Americans�now�own�a�cell�phone�of�

UQOG�MKPF�.�The�percentage�of�Americans�that�own�

a�smartphone�is�now�85%,�up�from�just�35%�in�Pew�

Research�Center’s�survey�of�smartphone�ownership�

�rst�conducted�in�2011���2TQFWEVKQP�QH�IQQFU�UWEJ�CU�

smartphones,�smartphone�batteries,�and�chargers,�is�

knowledge�intensive�and�the�industry�relies�heavily�

on�technologies�that�are�IPR-protected.�Thus,�the�

growing�prevalence�of�such�items�not�only�intensi�es�

IP�dependence,�but�also�makes�it�a�lucrative�target�

HQT�EQWPVGTHGKVGTU��6JG�1TICPKUCVKQP�HQT��EQPQOKE�

�Q�QRGTCVKQP�CPF��G�GNQROGPVoU�TGRQTV�KP������

found�that�nearly�one�in��ve�mobile�phones�shipped�

KPVGTPCVKQPCNN��KU�HCMG�.��Mobile�phones,�their�accessories�

CPF�EQORQPGPVU�CTG�COQPI�VJG�VQR�ECVGIQTKGU�QH�HCMG�

IQQFU�UGK�GF�D��EWUVQOU�CWVJQTKVKGU�CPF�UQNF�KP�ITGCV�

PWODGTU�FWTKPI�UCNGU�G�GPVU�UWEJ�CU�$NCEM�(TKFC��CPF�

��DGT�/QPFC��.��In�addition,�such�counterfeits�have�

DGGP�TGEGPVN��G�RNQKVKPI�VJG�INQDCN�UWRRN��UJQTVCIG�

in�semiconductor�chips.��It�is�worth�noting�that�the�

INQDCN�UJQTVCIG�QH�UGOKEQPFWEVQT�EJKRU�KU�NKPMGF�VQ�VJG�

JKIJ�FGOCPF�HQT�FKIKVCN�UGT�KEGU�CPF�OCPWHCEVWTKPI�

RTQDNGOU�GOGTIGF�FWTKPI�VJG��18������RCPFGOKE

�

����

�QWPVGTHGKVGTU�ECP�G�RNQKV�VJKU�FGOCPF�CPF�UJQTVCIG�

KP�UWRRN��D��WUKPI�EQWPVGTHGKV�UGOKEQPFWEVQTU�UWEJ�CU�

FKQFGU�KP�VJG�OCTMGV����U�UGOKEQPFWEVQTU�CTG�KPVGITCN�

in�many�areas,�e.g.,�healthcare,�transport,�and�defense,�

VJG�TKUM�QH�RTK�CVG�GNGEVTQPKEU�UWEJ�CU�OQDKNG�RJQPGU�CPF�

CEEGUUQTKGU�DGKPI�CHHGEVGF�KU�CNUQ�JKIJ ��

In�FY�2021,�CBP�seized�over�������UJKROGPVU�QH�

EQWPVGTHGKV�EGNN�RJQPGU�CPF�CEEGUUQTKGU���6JG�UGK�GF�

OGTEJCPFKUG�KU�GUVKOCVGF�VQ�JC�G�C�/CPWHCEVWTGToU�

5WIIGUVGF�4GVCKN�2TKEG�QH�Q�GT�����O�NN�QP�����ENQUGT�

look�at�CBP�statistics�shows�that�most�of�the�counterfeits�

QTKIKPCVGF�HTQO��QPI�-QPI�CPF��JKPC�

Further,�the�number�of�seizures�occurred�in�the�express�

EQPUKIPOGPV�CPF�ECTIQ�GP�KTQPOGPV�EQODKPGF�

CEEQWPVGF�HQT�OQTG�VJCP����RGTEGPV�QH�VJG�VQVCN��24�

UGK�WTGU�QH�EGNN�RJQPGU�CPF�CEEGUUQTKGU�HQT�(;������

�P�CFFKVKQP�VQ�VJG�PGICVK�G�GEQPQOKE�KORCEVU�VJCV�UWEJ�

EQWPVGTHGKV�OQDKNG�RJQPGU�CPF�CEEGUUQTKGU�RQUG�VQ�VJG�

public,�there�are�also�notable�non-economic�impacts�

that�negatively�impact�society.��First,�counterfeit�mobile�

phones�pose�signi�cant�health�and�safety�risks.��Such�

FG�KEGU�OC��EQPVCKP�NG�GNU�QH�EJGOKECNU�UWEJ�CU�NGCF�

CPF�ECFOKWO�VJCV�QHVGP�G�EGGF�GUVCDNKUJGF�UCHGV��

standards.��In�some�cases,�the�values�were�35-40�times�

JKIJGT�VJCP�VJG�INQDCNN��CEEGRVGF�NKOKVU�HQT�NGCF�.��CBP,�

EKVKPI�CP�KP�GUVKICVKQP�EQPFWEVGF�D��VJG�)Q�GTPOGPV�

Accountability�Of�ce,�previously�reported�a�99�percent�

failure�rate�in�400�counterfeit�adapters�tested�for�safety,�
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5� See�EUROPOL�2022�IPR�Threat�Report�at�12.

�� �F�

7� “International�Telecommunication�Union’s�ITU-T�Technical�Report,”�International�Telecommunication�Union,�December�11,�2015,�https://www.itu.int/dms_pub/itu-t/opb/tut/T-TUT-CCICT-

2015-PDF-E.pdf��������

8� “Combatting�Traf�cking�in�Counterfeit�and�Pirated�Goods,”�CBP,�January�24,�2020,�https://www.dhs.gov/sites/default/�les/publications/20_0124_plcy_counterfeit-pirated-goods-

report_01.pdf��������

9� See�EUROPOL�2022�IPR�Threat�Report�at�12.

�����i�vi�������������-������������
�i�������i�������VVi�����i�

�re,�and�shock�hazards,�and�found�that�12�of�such�

CFCRVGTU�RQUGF�C�TKUM�QH�NGVJCN�GNGEVTQEWVKQP�VQ�VJG�WUGT���

In�addition,�counterfeit�electronic�devices�may�also�

include�malware�and�other�harmful�software,�adding�the�

TKUM�QH�FCVC�VJGHV���

To�avert�such�dangers,�consumers�should�purchase�from�

TGRWVCDNG�UQWTEGU�CPF�RTQHGUUKQPCN�TGUGNNGTU�UJQWNF�DG�

aware�that�counterfeit�parts�may�be�part�of�the�supply�

EJCKP�

FY�2021�IPR�Seizures�–�Cell�Phones�and�Accessories

Source�Country Seizure�Lines %�of�Total

Hong�Kong 1,118 59.0%

China 606 32.0%

South�Africa 33 1.7%

Malaysia 18 0.9%

United�States 17 0.9%

All�Other�Countries 103 5.4%

Grand�Total 1,895 100.0%

FY�2021�MSRP�of�IPR�Seizures�–�Cell�Phones�and�Accessories

Source�Country MSRP %�of�Total

China $�39,183,693 60.7%

Hong�Kong $�22,105,010 34.2%

Malaysia $�2,005,387 3.1%

United�Arab�Emirates $�432,091 0.7%

Vietnam $�236,485 0.4%

All�Other�Countries $�623,225 1.0%

Grand�Total $64,585,891 100.0%
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In�FY�2021,�CBP�continued�to�target�and�seize�illegal�imports�of�counterfeit,�unapproved,�or�otherwise�substandard�

�18������TGNCVGF�RTQFWEVU�VJCV�VJTGCVGPGF�VJG�JGCNVJ�CPF�UCHGV��QH��OGTKECP�EQPUWOGTU��6JGUG�UGK�WTGU�KPENWFGF�

38,154�Food�and�Drug�Administration-prohibited�COVID-19�test�kits,�just�over�35�million�counterfeit�face�masks�

and�8,677�Food�and�Drug�Administration-prohibited�hydroxychloroquine�tablets.�Fifty-three�percent�of�the�seizures�

occurred�in�the�express�consignment�environment,�18�percent�were�discovered�in�incoming�mail�and�roughly�31�

percent�originated�in�China.�CBP�also�collaborated�with�partner�government�agencies�to�expedite�medical�supplies�

and�personal�protective�equipment�through�the�customs�clearance�process,�while�working�to�identify�and�intercept�

fraudulent,�unapproved,�or�otherwise�substandard�material

CBP’s�COVID-19�Cargo�Resolution�Team�(CCRT),�is�

comprised�of�a�network�of�subject�matter�experts�from�

CETQUU�VJG�CIGPE���6JG���46�VTKCIGF�KPEQOKPI�TGSWGUVU�

from�importers�and�customers;�coordinated�with�federal,�

state,�and�local�government�agencies;�facilitated�inbound�

UJKROGPVU�VJTQWIJ�RQTVU�QH�GPVT���G�RGFKVGF�KORQTVCVKQP�

QH�ETKVKECN�OGFKECN�UWRRNKGU��CPF�TGURQPFGF�FKTGEVN��VQ�

KPSWKTKGU�CDQWV�VJG�KORQTVCVKQP�QH�RGTUQPCN�RTQVGEVK�G�

equipment,�COVID-19�test�kits,�ventilators,�and�other�

OGFKECN�UWRRNKGU��

In�FY�2021,�the�CCRT�was�responsible�for�expediting�

UJKROGPVU�QH�VJG��18�������CEEKPG�CPF�TGNCVGF��CEEKPG�

materials.�The�CCRT�worked�closely�with�several�

KORQTVGTU�CPF�QVJGT�IQ�GTPOGPV�CIGPEKGU�VQ�GPUWTG�VJG�

vaccine�and�vaccine�materials�were�released�with�minimal�

delay.�During�the�FY�2021,�the�CCRT�also�responded�to�

����SWGUVKQPU�HTQO�VJG�VTCFG�EQOOWPKV��CPF�HCEKNKVCVGF�

VJG�ENGCTCPEG�QH�����1RGTCVKQP�9CTR�5RGGF��195��

UJKROGPVU�

To�read�more�about�CBP’s�efforts�during�the�pandemic,�

RNGCUG��KUKV�https://www.cbp.gov/newsroom/coronavirus

FY�2021�Overall�COVID-�19�Related�Seizure�Totals�
As�of�10/1/2021

Product Total�Seizures Quantity

Covid-19�Test�Kits 53 38,154

Antibody�Test�Kits 9 1,063

Masks 670 35,092,178

Chloroquine 10 1,810

Hydroxychloroquine 59 8,677

Azithromycin 32 2,141

Lianhua�Qingwen� 17 17,567

Respirator/Ventilator 1 27

Hand�Sanitizers 2 150,001

Virus�Shut-Out�Lanyards 1 30,000

Vaccination�Cards 734 21,314
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Components�of�CBP’s�Integrated�Trade�Targeting�Network�conducted�4�national�level�IPR�Trade�Special�Operations�

and�76�local�IPR�Trade�Special�Operations�in�FY�2021.��These�operations�targeted�high-risk�shipments�at�seaports,�

airports,�rail�facilities,�international�mail�facilities�and�express�carrier�hubs�across�the�United�States.��The�IPR�Trade�

Special�Operation�is�an�important�tactic�used�by�CBP�to�gather�intelligence�on�how�counterfeiters�are�shipping�

RTQFWEV�VQ�VJG�7�5���6JG�QRGTCVKQPU�CNUQ�FKUTWRV�VJGUG�PGHCTKQWU�UWRRN��EJCKPU�CPF�NGCF�VQ�ETKOKPCN�KP�GUVKICVKQPU�D��

�QOGNCPF�5GEWTKV���P�GUVKICVKQPU���

In�FY�2021,�IPR�Trade�Special�Operations�resulted�in�

seizures�worth�an�estimated�$21�million�dollars�in�MSRP.��

Importantly,�Trade�Special�Operations�often�result�in�

UGK�WTGU�QH�RTQFWEVU�VJCV�OC��DG�DQVJ�EQWPVGTHGKVU�

and�violations�of�other�import�safety�laws.��Examples�

CTG�RTQJKDKVGF�HQQF�RTQFWEVU�CPF�WPCRRTQ�GF�

RJCTOCEGWVKECNU���

�24��PHQTEGOGP��6TC�P�PI

Part�of�the�Of�ce�of�Trade’s�responsibilities�include�

training�CBP��eld�personnel�in�identifying�suspect�

imports,�making�infringement�determinations,�and�

following�proper�IP�border�enforcement�procedures.��In�

FY�2021,�despite�the�travel�restrictions�caused�by�the�

COVID-19�pandemic,�the�Of�ce�of�Trade�conducted�

OQTG�CF�CPEGF��2�GPHQTEGOGPV�VTCKPKPI�UGUUKQPU�VJCP�KP�

FY�2020,�reaching�8�out�of�the�10�Centers�of�Excellence�

and�Expertise,�including�the�Pharmaceutical,�Health�

and�Chemical�CEE,�to�which�Regulations�and�Rulings�

RTQ�KFGF�KPUVTWEVKQP�QP��2�GPHQTEGOGPV�TGNCVKPI�VQ�

COVID-19�speci�c�products,�and�to�CBP�of�cers�(CBPO)

s�stationed�at�the�ports�of�entry�with�the�highest�

�QNWOG�QH�VTCFG��6JG�VTCKPKPI�EQPVKPWGU�VQ�TCKUG�VJG�

pro�le�of�IPR�issues:�from�FY�2019�to�FY�2020�the�

number�of�requests�from�CBP�Of�cers�and�Importer�

5RGEKCNKUVU�HQT�RTG�UGK�WTG��24�GPHQTEGOGPV�CF�KEG�

HTQO�CVVQTPG��CF�KUQTU�KP�VJG�4GIWNCVKQPU�CPF�4WNKPIU�

Directorate�increased�by�20%�compared�to�FY�2019.��In�

(;������VJG�PWODGT�QH�RTG�UGK�WTG�TGSWGUVU�TQUG�G�GP�

more�steeply,�increasing�57%�from�FY�2020,�totaling�over�

����TGSWGUVU�
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CBP�works�with�partner�government�agencies�to�

facilitate�legitimate�trade�that�supports�economic�growth�

CPF�UJKGNFU�VJG��OGTKECP�RWDNKE�CPF�DWUKPGUUGU�HTQO�

unsafe�products,�intellectual�property�theft,�and�unfair�

VTCFG�RTCEVKEGU�

�OO�ITC��QP�CPF���U�QOU��PHQTEGOGP��������s�

�QOGNCPF�5GE�T�����P�GU��IC��QPU���5���

CBP�and�ICE-HSI�identify�cases�in�which�third-party�

intermediaries�have�demonstrably�directed,�assisted�

�nancially,�or�aided�and�abetted�the�importation�of�

counterfeit�merchandise.�In�coordination�with�the�

Department�of�Justice,�CBP�and�ICE-HSI�seek�all�

available�statutory�authorities�to�pursue�civil��nes�and�

other�penalties�against�these�entities,�including�remedies�

under�19�U.S.C.�§�1526(f),�as�appropriate.�

CBP�and�ICE-HSI�mitigate�the�welfare�and��nancial�risks�

posed�by�imports�of�illicit�products.�In�FY�2021,�ICE-HSI�

arrested�388�individuals,�obtained�155�indictments,�and�

TGEGK�GF�����EQP�KEVKQPU�TGNCVGF�VQ�KPVGNNGEVWCN�RTQRGTV��

ETKOGU�

�QNNCDQTC��QP�5RQ�N�I����In�partnership�with�CBP,�

�5��NCWPEJGF��R�TC���P������P�2T�O�����152��KP��RTKN�

�����VQ�RTQVGEV�VJG��QOGNCPF�HTQO�VJG�KPETGCUKPI�CPF�

G�QN�KPI�VJTGCV�RQUGF�D���18�������TGNCVGF�HTCWF�CPF�

criminal�activity.�As�part�of�OSP,�CBP�Of�cers�and�HSI�

special�agents�have�opened�investigations�nationwide,�

UGK�GF�OKNNKQPU�QH�FQNNCTU�KP�KNNKEKV�RTQEGGFU��OCFG�

multiple�arrests;�and�shut�down�thousands�of�fraudulent�

websites.��Speci�cally,�OSP�during�its�year�aimed�to�

HQEWU�QP�VJTGG�CTGCU���EQODCVKPI�VJG�KNNGICN�KORQTV�CPF�

UCNG�QH�EQWPVGTHGKV�CPF�UWDUVCPFCTF�RTQFWEVU��FGVGEVKPI�

and�deterring��nancial�fraud�scams;�and�preventing�the�

G�RNQKVCVKQP�QH�TGNKGH�CPF�UVKOWNWU�RTQITCOU�

One�year�after�its�inception�in�April�2020,�OSP�has�

yielded�signi�cant�results,�both�statistically�and�in�terms�

QH�VJG�KORCEV�VJG�KPKVKCVK�G�JCU�QP�RTQVGEVKPI�VJG�JGCNVJ�

and�safety�of�the�American�public.��This�work�has�kept�

EQWPVGTHGKV�CPF�UWDUVCPFCTF�IQQFU�QWV�QH�VJG�OGFKECN�

and�consumer�supply�chains�while�ensuring�violators�are�

JGNF�CEEQWPVCDNG�HQT�VJGKT�ETKOKPCN�GHHQTVU�VQ�G�RNQKV�VJG�

pandemic�for�pro�t.

In�total,�this�operation�has�yielded�3,131�COVID-19�

TGNCVGF�UGK�WTGU�VJCV�KPENWFGF�RTQJKDKVGF��18������6GUV�

Kits,�Prohibited�Pharmaceuticals,�Counterfeit�Masks�

and�more.��OSP�has�resulted�in�362�Criminal�Arrests,�

���������i������

31�Convictions,�and�a�total�of�$54.7�million�USD�of�illicit�

RTQEGGFU�UGK�GF���6JG�QRGTCVKQP�JCU�CNUQ�NGF�VQ�����

seizures�of�counterfeit�vaccines,�with�49�cases�initiated�

CPF����ETKOKPCN�CTTGUVU�OCFG�

�U�VJG�RWDNKE�FGOCPF�HQT�CEEGUU�VQ��CEEKPGU�CPF�

treatments�grow,�so�do�illegal�attempts�to�introduce�

EQWPVGTHGKV��GTUKQPU�QH�VJGUG�KVGOU�KPVQ�7�5��OCTMGVRNCEG���

As�such,��R�TC���P������P�2T�O��������JCU�DGGP�

NCWPEJGF�VQ�G�RCPF�VJG�HQEWU�QH�152�VQ�CFFTGUU�VJG�

GOGTIKPI�RWDNKE�JGCNVJ�VJTGCV�QH�EQWPVGTHGKV��GTUKQPU�

QH��18�������CEEKPGU�CPF�VTGCVOGPVU�GPVGTKPI�VJG�

marketplace.��OSP�2.0�will�focus�on�tackling�new�and�

G�QN�KPI�RWDNKE�JGCNVJ�VJTGCVU�RQUGF�D��VJG�UCNG�CPF�

FKUVTKDWVKQP�QH�EQWPVGTHGKV�CPF�QT�WPCWVJQTK�GF��CEEKPGU�

CPF�VTGCVOGPVU�

HSI�will�continue�to�partner�with�CBP�to�seize�mislabeled,�

fraudulent,�unauthorized,�and�prohibited�COVID-19�test�

kits,�treatment�kits,�homeopathic�remedies,�and�personal�

RTQVGEVK�G�GSWKROGPV��22����
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6�G�7P��GF�5�C�GU�2QU�CN�5GT��EG��7525��

7525�KU�TGURQPUKDNG�HQT�RTGUGPVKPI�OCKN�CPF�RTQ�KFKPI�

GNGEVTQPKE�FCVC�������VQ��$2�HQT�CTTK�KPI�KPVGTPCVKQPCN�

mail�parcels.�USPS�and�CBP�have�worked�to�target�and�

KFGPVKH������KQNCVKQPU�KORQTVGF�VJTQWIJ�KPVGTPCVKQPCN�

mail.�Both�agencies�are�implementing�new�strategies�

HQT�NG�GTCIKPI�VJG�����CNTGCF��C�CKNCDNG�VQ�KFGPVKH��

QHHGPFKPI�OGTEJCPFKUG�

�QNNCDQTCVKQP�5RQVNKIJV���R�TC���P���IC������KU�C�

CBP-led,�interagency�effort�that�was�initiated�in�July�

2019�to�ensure�compliance�and�assess�illicit�networks�

KP�VJG�KPVGTPCVKQPCN�OCKN�GP�KTQPOGPV�VJTQWIJ�RGTKQFKE�

GPJCPEGF�KPURGEVKQPU����$2�EQPFWEVU�/GIC�(NG��

operations�in�close�coordination�with�ICE,�the�U.S.�

Postal�Inspection�Service,�and�the�U.S.�Food�and�Drug�

Administration�(FDA)�to�detect,�intercept,�and�seize�illicit�

IQQFU�CTTK�KPI�KP�UOCNN�RCTEGNU�HTQO��JKPC�

For�example,�most�seizures�out�of�Memphis�were�

EQWPVGTHGKV�FTK�GTUo�NKEGPUGU���6JGUG�UJKROGPVU�QTKIKPCVGF�

from�China�and�were�shipped�to�various�locations�

VJTQWIJQWV�VJG�7PKVGF�5VCVGU����$2�NGCTPGF�VJCV�OCP��

of�the�shipments�were�smuggled�in�the�bottom�of�

boxes�containing�tassels,�clothing,�and�even�bundles�

QH�U�PVJGVKE�JCKT��.��Further,�in�just�one�day�in�October�

2020,�CBPOs�in�LAX�International�Mail�Facility�(IMF)�

KPVGTEGRVGF�����UJKROGPVU�EQPVCKPKPI�EQWPVGTHGKV�

footwear,�handbags,�wearing�apparel,�prohibited�plant�

and�animal�products,�and�other�items�that�threaten�the�

JGCNVJ�CPF�UCHGV��QH��OGTKECP�EQPUWOGTU�CPF�WPFGTOKPG�

VJG�EQORGVKVK�GPGUU�QH�7�5��DWUKPGUUGU��.��Similarly,�

CBP’s�New�York�Field�Of�ce,�home�to�two�IMF’s,�John�

(��-GPPGF���PVGTPCVKQPCN��KTRQTV��VJG�NCTIGUV��/(�KP�VJG�

United�States),�and�the�Port�of�New�York/Newark,�and�its�

partners�also�inspected�more�than�4,000�shipments�and�

UGK�GF�����UJKROGPVU�HQT��24��KQNCVKQPU����

On�average,�CBP�processes�more�than�420,000�parcels�

QH�OCKN�HTQO��JKPC�GCEJ�FC����6JTQWIJQWV��R�TC���P�

��IC�����,�CBP�found�that�more�than�13�percent�

QH�VCTIGVGF�UJKROGPVU�EQPVCKP�EQWPVGTHGKV�IQQFU�QT�

EQPVTCDCPF�KVGOU���

���������i������

��� -ii�https://www.cbp.gov/newsroom/local-media-release/cbp-memphis-seizes-nearly-200-shipments-through-operation-mega-�ex�

��� -ii�https://www.cbp.gov/newsroom/local-media-release/operation-mega-�ex-stops-hundreds-illicit-made-china-shipments-lax�

��� -ii�https://www.cbp.gov/newsroom/local-media-release/cbp-new-york-�eld-of�ce-seizes-127-ipr-violations-during-operation�
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6�G�0C��QPCN��P�GNNGE��CN�2TQRGT���4�I��U�

�QQTF�PC��QP��GP�GT���24��GP�GT��

The�IPR�Center,�in�collaboration�with�CBP,�stands�at�the�

HQTGHTQPV�QH�VJG�7PKVGF�5VCVGU�IQ�GTPOGPVoU�TGURQPUG�

VQ�EQODCVVKPI�INQDCN�KPVGNNGEVWCN�RTQRGTV����2��VJGHV�CPF�

enforcement�of�its�international�trade�laws.�

�QNNCDQTC��QP�5RQ�N�I�����R�TC���P���CO�2�C��T�KU�

CP�QPIQKPI�CPPWCN�QRGTCVKQP�VJCV�DGIKPU�CHVGT�G�GT��

Super�Bowl�and�continues�through�the�next�one,�

VCTIGVKPI�KPVGTPCVKQPCN�UJKROGPVU�QH�EQWPVGTHGKV�URQTVU�

OGTEJCPFKUG�KPVQ�VJG�7PKVGF�5VCVGU��6JKU�QRGTCVKQP�KU�TWP�

by�the�IPR�Center�in�collaboration�with�CBP,�the�National�

Football�League,�and�other�major�sports�leagues�to�

RTG�GPV�VJG�KNNGICN�KORQTVCVKQP�CPF�FKUVTKDWVKQP�QH�

EQWPVGTHGKV�URQTVU�OGTEJCPFKUG��

Super�Bowl�LV�was�played�on�February�7,�2021,�at�

Raymond�James�Stadium�in�Tampa,�Florida.�CBP�and�

ICE�HSI�announced�the�seizure�of�more�than�267,511�

counterfeit�sports-related�items,�worth�an�estimated�

������OKNNKQP�OCPWHCEVWTGToU�UWIIGUVGF�TGVCKN�RTKEG�

(MSRP),�through�a�collaborative�enforcement�operation�

VCTIGVKPI�KPVGTPCVKQPCN�UJKROGPVU�QH�EQWPVGTHGKV�

OGTEJCPFKUG�KPVQ�VJG�7PKVGF�5VCVGU���6JG��UGK�GF�

items�such�as�fake�jerseys,�hats,�rings,�t-shirts,�jackets,�

tickets,�souvenirs,�and�thousands�of�other�sports�related�

OGOQTCDKNKC�RTGRCTGF�VQ�DG�OCTMGF�CU�NGIKVKOCVG�CPF�

CWVJGPVKE�KVGOU�

Due�to�COVID-19,�much�of�the�illegal�activity�moved�

online,�which�refocused�partner�government�agency�

efforts�more�towards�commercial�websites�engaged�in�

VJG�KNNGICN�UCNG�CPF�FKUVTKDWVKQP�QH�EQWPVGTHGKV�IQQFU��

�QOOGTE�CN���U�QOU�1RGTC��QPU��F��UQT���QOO���GG�

��1����

6JG�RTK�CVG�UGEVQT�RNC�U�CP�KPUVTWOGPVCN�TQNG�KP�VJG�

INQDCN�GEQPQO��CPF�JCU�C�WPKSWG�QRRQTVWPKV��VQ�NGPF�

VJGKT�EQPUKFGTCDNG�G�RGTVKUG�VQ��$2��$��RCTVPGTKPI�

with�industry�leaders,�CBP�links�our�processes�with�

modern�business�practices,�which�results�in�enhanced�

compliance�with�trade�laws,�improves�our�facilitation�and�

enforcement�efforts,�and�assists�the�U.S.�economy.�CBP’s�

engagement�with�its�federal�advisory�committee,�the�

COAC,�is�a�key�component�in�evaluating�and�adapting�

CBP�policies�and�getting�feedback�about�signi�cant�

RTQRQUGF�EJCPIGU��

�$2�JCU�DGGP�CDNG�VQ�CFQRV�CPF�KORNGOGPV�

TGEQOOGPFCVKQPU�RTGUGPVGF�D��VJG��1����249)����U�

of�January�2021,�CBP�began�concurrently�issuing�the�

PQVKEG�QH�UGK�WTG��015��CPF�KPKVKCVKPI�RWDNKECVKQP�QH�VJG�

notice�of�intent�to�forfeit�on�all�seized�shipments�with�a�

domestic�value�less�than�$2,500.��Although�publication�

is�advanced,�all�interested�parties�are�afforded�the�

UCOG�QRRQTVWPKV��VQ�TGURQPF�VQ�VJG�015�CU�VJG��JCF�

under�previously�existing�procedures.�Additionally,�

CBP�announced�that�effective�June�7,�2021,�NOS�will�

DG�GOCKNGF�VQ�TKIJVU�JQNFGTU��KC�VJG�GOCKN�CFFTGUUGU�

RTQ�KFGF�VQ��$2�VJTQWIJ�VJG��24�G�4GEQTFCVKQP�

program.��Delivery�of�seizure�notices�via�email�allows�for�

instantaneous�noti�cation�to�the�rights�holder.��Issuing�

electronic�NOS�has�increased�the�speed�at�which�the�

VTCFG�EQOOWPKV��TGEGK�GF�VJG�PGEGUUCT��KPHQTOCVKQP�CPF�

allowed�for�instantaneous�sharing�of�the�information�with�

the�rights�holder.��It�has�also�bene�ted�CBP�as�it�reduced�

VJG�EQUV�QH�OCKNKPI�UWEJ�PQVKEGU���6JKU�RCRGTNGUU�CRRTQCEJ�

aligns�with�CBP’s�continuous�effort�to�improve�resource�

ef�ciency.��CBP�looks�forward�to�further�engagement�

with�the�COAC.
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�QPC��QPU��EEGR�CPEG�2TQITCO�

2WTUWCPV�VQ�5GEVKQP�����F��QH�VJG��TCF���CE����C���P�

CPF��TCF���P��TE�O�P���E��of�2015,�P.L.�114-125,�CBP�

enacted�regulations�at�19�C.F.R.�§133.61,�setting�forth�

RQNKEKGU�CPF�RTQEGFWTGU�HQT�CEEGRVKPI�FQPCVKQPU�HTQO�

private�sector�parties�of�hardware,�software,�equipment,�

CPF�VGEJPQNQIKGU�HQT��24�GPHQTEGOGPV�RWTRQUGU���6JGUG�

regulations�are�consistent�with�the�CBP�Commissioner’s�

FY�2021�priority�to�identify,�detect,�and�interdict�high-

TKUM�UJKROGPVU�VJTQWIJ�RCTVPGTUJKRU���

Since�19�C.F.R.�§133.61�went�into�effect�in�January�2018,�

DAP�has�fully�executed��ve�formal�IPR�enforcement�

partnerships�with�Procter�&�Gamble,�Otter�Products,�

Cisco�Systems,�Apple�Inc.,�and�Nike�Inc.��To�date,�214�

RTQFWEV�CWVJGPVKECVKQP�VQQNU�JC�G�DGGP�FGRNQ�GF�VQ�

70�locations.��More�importantly,�these�partnerships�are�

demonstrably�bene�ting�CBP’s�frontline�and�yielding�a�

RQUKVK�G�TGVWTP�QP�KP�GUVOGPV�HQT�KVU�RCTVPGTU���

�P�GNNGE��CN�2TQRGT���4�I��U�G�4GEQTFC��QP�

�$2�EQPEGPVTCVGU�KVU��24�DQTFGT�GPHQTEGOGPV�QP�

HGFGTCNN��TGIKUVGTGF�VTCFGOCTMU�CPF�EQR�TKIJVU�VJCV�

have�been�recorded�with�CBP�by�their�owners�using�the�

Intellectual�Property�Rights��e-Recordation�(IPRR)�system,�

https://iprr.cbp.gov/���NN�VTCFGOCTM�CPF�EQR�TKIJV�

TGEQTFCVKQPU�CTG�EQPVCKPGF�KP�C�UGEWTG�RTQRTKGVCT��

FCVCDCUG�CEEGUUKDNG�D���$2�RGTUQPPGN�CV�CNN�����RQTVU�QH�

GPVT���2TQFWEV����OCPWCNU�RTQ�KFGF�D��TKIJVU�JQNFGTU�CTG�

CNUQ�NKPMGF�VQ�VJG�FCVCDCUG�CPF�WUGF�D���$2�KP�OCMKPI�

IPR�border�enforcement�determinations.�In�FY21,�CBP�

added�over�2,000�recordations�to�their�enforcement�

database.�As�of�September�30,�2021,�CBP�was�enforcing�

20,758�active�recorded�copyrights�and�trademarks.

�P�GNNGE��CN�2TQRGT���4�I��U�G��NNGIC��QPU

�PHQTOCVKQP�QP�RQVGPVKCN��24�KPHTKPIGOGPVU�ECP�DG�

UWDOKVVGF�VQ��$2�WUKPI�VJG�G��NNGICVKQPU�1PNKPG�6TCFG�

8KQNCVKQP�4GRQTVKPI�5�UVGO�CV���������i���i������������

gov/s��or�by�calling�1-800-BE-ALERT.

6JG�G��NNGICVKQP�RTQITCO�RTQ�KFGU�CP�GNGEVTQPKE�RQTVCN�

through�which�the�trade�community�and�the�public�

ECP�TGRQTV�UWURGEVGF�VTCFG��KQNCVKQPU�VQ��$2���6JG�

e-Allegation�process�enables�CBP,�in�collaboration�with�

the�partners,�to�protect�our�economy�from�the�effects�

QH�WPHCKT�VTCFG�RTCEVKEGU�CPF�IWCTF�CICKPUV�VJG�GPVT��QH�

RTQFWEVU�VJCV�EQWNF�RQUG�C�VJTGCV�VQ�JGCNVJ�CPF�UCHGV��

In�addition�to�IPR�violations,�there�are�other�types�of�

trade�violations,�such�as�forced�labor�violations,�duty�

evasion�violations,�and�shipping�violations.��For�more�

information�on�various�types�of�trade�violations,�visit�

https://www.cbp.gov/trade/e-allegations�

�P�GNNGE��CN�2TQRGT���4�I��U�5GCTE�

CBP�works�closely�with�rights�holders�in�making�IPR�

GPHQTEGOGPV�FGVGTOKPCVKQPU����RWDNKE�FCVCDCUG�QH�

DQVJ�CEVK�G�CPF�KPCEVK�G�TGEQTFCVKQPU�KU�C�CKNCDNG�WUKPI�

C�UGCTEJ�GPIKPG�ECNNGF�VJG��PVGNNGEVWCN�2TQRGTV��4KIJVU�

5GCTEJ���245��CV�http://iprs.cbp.gov/�

e-Allegations�by�Fiscal�Year�(FY)

Fiscal�Year�(FY) Amount�of�IPR�(Counterfeit�
Trademark�&�Piratical�Copyright)�

e-Allegations

Total�Number�of�e-Allegations�
received�that�FY

2018 324 1,162

2019 264 1,252

2020 360 1,290

2021 407 1,743

16,000 17,000 18,000 19,000 20,000 21,000

FY�2018

FY�2019

FY�2020

FY�2021

Amount�of�Active�Recordations

20,756

18,757

18,745

17,641

F
is
ca
l�Y
e
a
r�
(F
Y
)



�
9
��
�
�
�

�
�

�
9
��
�
�
�

�
�



�
9
��
�
�
�

�
�

��V����������i�����������i�V�

��EN�U�QP�1TFGTU�

�$2�GPHQTEGU�G�ENWUKQP�QTFGTU�KUUWGF�D��VJG��PVGTPCVKQPCN�

6TCFG��QOOKUUKQP���6����/QUV��6��G�ENWUKQP�QTFGTU�CTG�

RCVGPV�DCUGF��6JG��6��KUUWGU�DQVJ�NKOKVGF�CPF�IGPGTCN�

exclusion�orders.�Limited�exclusion�orders�apply�only�

VQ�KPHTKPIKPI�CTVKENGU�QH�PCOGF�TGURQPFGPVU��)GPGTCN�

G�ENWUKQP�QTFGTU�DCT�VJG�GPVT��QH�KPHTKPIKPI�CTVKENGU�D��CNN�

Exclusion�orders�prohibit�the�entry�of�all�covered�articles,�

even�if�they�were�not�speci�cally�accused�and�found�

to�infringe�by�the�ITC.�Once�excluded,�subsequent�

KORQTVCVKQPU�QH�VJG�UCOG�CTVKENGU�D��VJG�UCOG�KORQTVGT�

are�subject�to�seizure.

❱❱� ��ENWUKQP�1TFGTU�s�HQT�(;������

�■ 5GK�WTGU�EQTTGEVN��EKVKPI����75�������K������ECUGU

�■ Seizure�Est.�MSRP:�$1,930,683.��

�■ 6QVCN��EVK�G���ENWUKQP�1TFGTU��q�V�VJG�GPF�QH��

FY�2021,�CBP�was�administering�128�active�

G�ENWUKQP�QTFGTU�KUUWGF�D��VJG�7�5���PVGTPCVKQPCN�

Trade�Commission�following�investigations�of�unfair�

KORQTV�RTCEVKEGU�KP�VJG�KORQTVCVKQP�QH�CTVKENGU�KPVQ�

VJG�7PKVGF�5CVGU�KP��KQNCVKQP�QH����7�5�����������q

2�DN�E��YCTGPGUU��CORC�IP

In�FY�2021,�CBP�continued�the��T��������PF����P��T������

IPR�Public�Awareness�Campaign�intended�to�educate�

the�public�of�many�harms�associated�with�the�purchase�

QH�EQWPVGTHGKV�IQQFU���6JG�IQCN�QH�VJG�ECORCKIP�KU�VQ�

KPETGCUG�EQPUWOGT�EQPUEKGPVKQWUPGUU�D��OCMKPI�RGQRNG�

aware�that�buying�counterfeits�is�not�a�victimless�crime�

CPF�VQ�GPEQWTCIG�VJGO�VQ�UJQR�HTQO�NGIKVKOCVG�CPF�

trustworthy�sources.��Due�to�COVID-19,�CBP�pivoted�

KVU�EQPUWOGT�GFWECVKQP�ECORCKIP�VQ�NG�GTCIG�G�KUVKPI�

digital�platforms�and�utilize�relationships�with�trade�

associations�to�bring�awareness�to�the�dangers�of�

EQWPVGTHGKV�IQQFU���6JKU�KPENWFGF�VJG�WUG�QH�VTCFKVKQPCN�

media�avenues�as�well�as�CBP’s�social�media�presence�

(Twitter,�Facebook,�and�Instagram)�and�updating�CBP’s�

IPR�website�(https://www.cbp.gov/trade/priority-issues/

�����CPF�VJG��T��������PF����P��T������UVCPFCNQPG�

webpage�(https://cbp.gov/trade/fakegoodsrealdangers���

Asia�Paci�c�Economic�Cooperation

In�February�2021,�at�the�Asia�Paci�c�Economic�

�QQRGTCVKQP���2����5WDEQOOKVVGG�QP��WUVQOU�

Procedures�(SCCP)�meeting�that�was�hosted�virtually�

by�New�Zealand,�CBP�presented�the�results�of�the�

COVID-19�joint�enforcement�effort�that�took�place�from�

November�10�to�December�10,�2020.��This�operation�

helped�participating�economies�with�the�identi�cation,�

interdiction,�and�deterrence�of�counterfeit�COVID-19�

TGNCVGF�KVGOU�CPF�JCF�RCTVKEKRCVKQP�HTQO�GKIJV��2���

economies�(Australia,�Japan,�Mexico,�New�Zealand,�

Papua�New�Guinea,�Peru,�Thailand,�and�the�United�

States).��Following�on�this�effort,�the�United�States�and�

Peru�conducted�a�joint�enforcement�COVID-19�focused�

QRGTCVKQP�KP��WPG������VQ�CUUGUU��24�VTGPFU�UKPEG�VJG�

RTG�KQWU�QRGTCVKQP���$QVJ�VJG�7�5��CPF�2GTW�RTGUGPVGF�

VJGKT�TGUWNVU�VQ�VJG��2���5��2�CV�VJG��KTVWCN�OGGVKPI�

JGNF�KP��WIWUV������
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��� 1��TGCE�����$2�CPF�VJG��JCODGT�CITGGF�VQ�UWRRQTV�

outreach�efforts�related�to�bringing�awareness�to�

VJG�RWDNKE�CDQWV�VJG�FCPIGTU�QH�EQWPVGTHGKV�IQQFU���

During�the�holiday�season�of�2021,�CBP�and�the�

Chamber�participated�in�a�joint�holiday�campaign,�

the�Shop�Smart�Campaign,�which�included�a�media�

DNKV��VJCV�TGCEJGF�CP�CWFKGPEG�QH�Q�GT����OKNNKQP�

RGQRNG�

��� �$2��24�5�C��U��EU��C�C�5�CT�PI����$2�RTQ�KFGU�

G�ENWUK�G��24�UGK�WTG�UVCVKUVKEU�QP�C�SWCTVGTN��DCUKU�

VQ�VJG��JCODGT����$2�JCU�RTQ�KFGF�CNN�VJG�(;�����

3WCTVGTN���24�UVCVKUVKEU�

��� 6TC�P�PI����$2�CPF�VJG��JCODGT�JC�G�CITGGF�

VQ�RTQ�KFG�DK�FKTGEVKQPCN�VTCKPKPI�VQ�GCEJ�QH�VJGKT�

TGNG�CPV�RGTUQPPGN�OGODGTU���

��� �C�C�2�NQ�����$2�KU�EQPFWEVKPI�C�FCVC�UJCTKPI�RKNQV�

with�three�of�the�Chamber’s�member�companies,�

with�the�hopes�of�expanding�the�pilot�to�include�

QVJGT�EQORCPKGU�KP�VJG�HWVWTG��6JG�EWTTGPV�RKNQV�

UGT�GU�CU�CP�QRRQTVWPKV��VQ�GUVCDNKUJ�DGUV�RTCEVKEGU�

for�IPR�data�sharing�with�the�private�sector.��It�also�

QHHGTU��$2�VJG�CDKNKV��VQ�VGUV�VJG��KCDKNKV��QH�FCVC�

sharing�with�major�brands�to�better�target�and�seize�

KORQTVU�QH�EQWPVGTHGKV�CPF�RKTCVGF�IQQFU�CPF�QVJGT�

�24��KQNCVK�G�OGTEJCPFKUG���

Information�sharing�between�CBP�and�the�U.S.�Chamber�of�Commerce�strengthens�CBP’s�ability�to�defend�intellectual�

property�standards�that�generate�American�jobs,�save�lives,�and�enhance�our�economic�prosperity�The�MOU�enhances�

CBP’s�abilities�to�effectively�target�and�intercept�substandard,�illegitimate�goods�and�protect�American�ingenuity.��

On�May�26,�2021,�CBP�entered�a�novel�memorandum�of�understanding�(MOU)�with�the�U.S.�Chamber�of�Commerce�

(Chamber)�that�outlines�general�terms�of�connecting�resources�and�sharing�information�to�stop�the��ow�of�counterfeit�

goods.��This�memorandum�of�understanding�establishes�a��rst-of-its-kind�framework�for�public-private�collaboration�

QP�EQODCVVKPI�EQWPVGTHGKV�CPF�RKTCVGF�IQQFU��6JG�/17�EQPUKUVU�QH�HQWT�RKNNCTU�
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In�FY�2021�CBP�launched�a�webinar�series�directed�to�

UOCNN�CPF�OGFKWO�GPVGTRTKUGU�GPVKVNGF�n6JG�;GCT�QH�VJG�

5OCNN�CPF�/GFKWO�5K�GF��PVGTRTKUGU��5/��o����������

www.cbp.gov/trade/priority-issues/ipr/cbp-year-sme��

The�series�of�webinars�focused�on�topics�concerning�

how�SMEs�can�work�with�CBP�to�help�prevent�imports�

of�merchandise�that�infringes�their�IPR.�During�FY�2021,�

CBP�hosted�four�webinars�that�reached�1200�members�

of�the�SME�trade�community.�These�webinars�focused�on�

how�SMEs�could�protect�their�ingenuity�from�infringing�

imports,�what�to�do�after�registering�your�mark�with�CBP,�

CPF�G�EQOOGTEG�DWUKPGUUGU���

Due�to�this�outreach,�CBP�has�seen�a�rise�in�the�number�

QH�TGEQTFCVKQP�CRRNKECVKQPU�D��VTCFGOCTM�CPF�EQR�TKIJV�

owners�of�small�and�medium�sized�businesses.�This�

JCU�TGKPHQTEGF�VJCV�VJG��$2�TGEQTFCVKQP�RTQITCO�KU�

a�powerful�tool�for�SMEs�in�combatting�infringing�

KORQTVCVKQPU�

����i�V���/�i�9i����v���i�-���������
�i�����-��i�����i�����i���iL�����-i��i�
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13� “2019�E-Stats�Report:��Measuring�the�Electronic�Economy,”�U.S.�Census�Bureau,�August�5,�2021,�https://www.census.gov/

newsroom/press-releases/2021/e-estats-report-electronic-economy.html�

14� “Monthly�Retail�Trade,”�U.S.�Census�Bureau,�https://www.census.gov/retail/index.html�

15� �“Quarterly�Retail�E-Commerce�Sales�–�2nd�Quarter�2021,”�U.S.�Census�Bureau,�August�19,�2021,�https://www.census.gov/retail/

mrts/www/data/pdf/ec_current.pdf�

��� �F�

E-commerce�is�a�growing�segment�of�the�economy�

of�the�U.S.��It�made�up�10.7%�of�the�total�retail�

UCNGU�KP������CV��������DKNNKQP�7�5��FQNNCTU��75���CPF�

subsequently�accounted�for�14%�of�the�total�retail�sales�

KP������COQWPVKPI�VQ������DKNNKQP�75���.�In�2020�alone,�

e-commerce�sales�in�the�U.S.�grew�over�40%�and�reached�

�������DKNNKQP�75��KP��CNWG�����

During�the�second�quarter�of�2021,�the�U.S.�retail�

e-commerce�sales�were�estimated�at�$222.5�billion,�

an�increase�of�3.3�percent�from�the��rst�quarter�of�

���������6JG�UGEQPF�SWCTVGT������G�EQOOGTEG�GUVKOCVG�

KPETGCUGF�CV�����RGTEGPV�HTQO�VJG�UGEQPF�SWCTVGT�QH�

���������EQOOGTEG�UCNGU�KP�VJG�UGEQPF�SWCTVGT�QH������

CEEQWPVGF�HQT������RGTEGPV�QH�VQVCN�UCNGU��.��In�FY�2021,�

�$2�RTQEGUUGF�����OKNNKQP�G�RTGUU�UJKROGPVU�CPF����

OKNNKQP�KPVGTPCVKQPCN�OCKN�UJKROGPVU�

Such�growing�trends�comes�with�many�challenges.��While�

e-commerce�shipments�pose�the�same�health,�safety,�

and�economic�security�risks�as�containerized�shipments,�

due�to�the�complex�and�dynamic�nature�of�the�industry,�

�$2�NCEMU�HWNN��KUKDKNKV��KPVQ�VJG�G�EQOOGTEG�UWRRN��EJCKP���

The�overwhelming�volume�of�small�packages�also�makes�

�$2oU�CDKNKV��VQ�KFGPVKH��CPF�KPVGTFKEV�JKIJ�TKUM�RCEMCIGU�

dif�cult.��Further,�vague�and�inaccurate�electronic�data�

provided�by�certain�trade�entities�poses�signi�cant�

challenge�when�targeting�shipments.

�P�TGURQPUG�VQ�VJG�KPETGCUKPI�EJCNNGPIGU�KP�VJG�

e-commerce�environment,�CBP�has�been�focusing�its�

effort�to�improve�trade�risk�management�by�working�

closely�with�the�trade�community.��Going�into�its�second�

year,�CBP�continues�to�operate�two�test�pilot�programs,�

VJG�5GEVKQP������CVC�2KNQV�CPF�VJG��PVT��6�RG����6GUV�

and�is�now�looking�to�formalize�the�success�of�these�two�

RKNQV�RTQITCOU�

5GE��QP������C�C�2�NQ�

Initiated�in�2019,�the�Section�321�Data�Pilot�is�a�

voluntary�collaboration�with�online�marketplaces,�

carriers,�technology��rms,�and�logistics�providers�to�

UGEWTG�G�EQOOGTEG�UWRRN��EJCKPU�CPF�RTQVGEV��OGTKECP�

consumers.��CBP�is�conducting�this�test�for�two�reasons:��

the��rst�is�to�determine�the�feasibility�of�requiring�

CF�CPEG�FCVC�HTQO�FKHHGTGPV�V�RGU�QH�RCTVKGU��CPF�

VJG�UGEQPF�KU�VQ�FGVGTOKPG�VJG�HGCUKDKNKV��QH�TGSWKTKPI�

CFFKVKQPCN�FCVC�VJCV�KU�IGPGTCNN��PQV�TGSWKTGF�WPFGT�

EWTTGPV�TGIWNCVKQPU�VQ�GHHGEVK�GN��KFGPVKH��CPF�VCTIGV�

JKIJ�TKUM�UJKROGPVU�KP�VJG�G�EQOOGTEG�GP�KTQPOGPV���

6Q�HWTVJGT�G�CNWCVG�VJG�5GEVKQP������CVC�2KNQV�RTQITCO�

and�the�risks�associated�with�Section�321�F��O�P�O���

shipments,�in�August�2021,�CBP�announced�in�the�

��F�TC����I����T�KVU�RNCP�VQ�G�VGPF�VJG�EWTTGPV�VGUV�

RTQITCO�VJTQWIJ��WIWUV������

Since�the�establishment�of�the�program�in�2019,�CBP�has�

experienced�signi�cant�operational�bene�ts.��Speci�cally,�

along�with�the�administrative�ruling�issued�in�July�2020��,��

VJKU�RKNQV�RTQITCO�DGVVGT�RQUKVKQPU��$2�VQ�KFGPVKH��

duty�evasions�and�other�abuses�consistent�with�current�

UVCVWVQT��CWVJQTKVKGU�CPF�JGNRU�ETGCVG�C�OQTG�RTGFKEVCDNG�

GPHQTEGOGPV�GP�KTQPOGPV�HQT�VTCFG���6JKU�TWNKPI�CNUQ�

provides�CBP�with�important�foreign�seller�information�

with�which�to�target�and�interdict�counterfeit�products,�

consumer�safety�violations,�and�other�threats�before�they�

enter�the�U.S.��For�the�owner�or�purchaser�to�qualify�as�

the�“person”�under�Section�321,�importers�are�required�

to�provide�the��rst�and�last�name�of�the�owner�or�

purchaser,�or�the�name�of�the�business.

�P�T��6�RG����6GU�

In�September�2019,�CBP�also�launched�a�voluntary�test�

QH�C�5GEVKQP�����F��O�P�O���EQOOGTEKCN�GPVT��RTQEGUU�

Growth�of�Small�Shipments
(Totals�are�displayed�in�millions)

150
170

222

275

502
484

463

356

94

213
184

144161

110

76 82 91 96

2013 2014 2015 2016 2017 2018 2019 2020 2021

Mail�Shipments Express�Bills
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17� CBP�issued�an�administrative�ruling�that�clari�ed�whether�impor tations�made�by�a�nonresident�importer�in�one�day�and�sent�to�a�U.S.�ful�llment�

facility�or�warehouse�may�qualify�for�informal�duty-free�entry�under�19�U.S.C.�§�1321(a)(2)(c).��The�administrative�ruling�when�into�effect�

on�July�28,�2020�and�was�published�in�the�Customs�Rulings�Online�Search�System�(CROSS)�on�July�31,�2020.��See�https://rulings.cbp.gov/

search?term=H290219&collection=ALL&sortBy=RELEVANCE&pageSize=30&page=1�

through�the�creation�of�the�new�Entry�Type�86.��The�

Entry�Type�86�Test�allows�customs�brokers�and�self-�lers�

VQ�GNGEVTQPKECNN��UWDOKV�F��O�P�O���GPVTKGU�VJTQWIJ�VJG�

Automated�Broker�Interface,�including�those�subjects�to�

RCTVPGT�IQ�GTPOGPV�CIGPE���2)���FCVC�TGSWKTGOGPVU�HQT�

clearance.��This�new�entry�type�aimed�to�improve�import�

safety�and�security�by�providing�greater�visibility�into�low�

value�shipments�for�both�CBP�and�PGAs�while�ensuring�

regulatory�requirements�are�met.��Creation�of�the�new�

informal�entry�type�86�allows�for�customs�brokers�and�

self-�lers�to�electronically�submit�entries�with�a�limited�

data�set�that�is�exempt�from�duty,�taxes�and�fees.

Documented�Bene�ts�of�Section�321�Data�Pilot�and�

Entry�Type�86�Test

In�FY�2021,�CBP�received�524�million��lings�on�F��O�P�O���

UJKROGPVU������OKNNKQP�5GEVKQP������CVC�2KNQV������OKNNKQP�

Entry�Type�86).��In�the�fourth�quarter�of��scal�year�2020,�

�$2�TGEGK�GF�5GEVKQP������CVC�2KNQV�FCVC�QP�PGCTN��

25%�of�all�non-mail�F��O�P�O���shipments.��Similarly,�

Entry�Type�86��lings�accounted�for�almost�50%�of�all�

PQP�OCKN�F��O�P�O���shipments.��The�two�pilot�programs�

have�also�shown�signi�cant�operational�bene�ts�when�

pilot�participants�provided�seller�information,�product�

pictures,�and�other�transactional�details.��First,�the�

RTQITCOU�NGF�VQ�OQTG�RTGFKEVCDNG�CPF�EQPUKUVGPV�

enforcement�environment�for�low-risk�shipments�and�

trusted�trade�partners.��Second,�obtaining�advance�

data�elements�signi�cantly�reduced�CBP�workload�with�

UCOG�FC��ENGCTCPEG�EQORCTGF�VQ�VJG�RTG�KQWU�UK���VQ�

eight-day�wait�times.��Further,�advance�information�

led�to�fewer�CBP�holds�and�improved�overall�security,�

including�mitigating�risks�associated�with�the�importation�

of�potential�counterfeit�test�kits,�medical�devices,�and�

RGTUQPCN�RTQVGEVK�G�GSWKROGPV�TGNCVGF�VQ��18������

Pilot�participants�also�experienced�fewer�holds.��One�

platform�experienced�97%�fewer�holds�from�when�

they��rst�began�transmitting�data.��Another�platform�

also�experienced�90%�fewer�holds.��In�addition�to�such�

operational�bene�ts,�feedback�received�in�a�CBP�survey�

revealed�that�pilot�participants�saw�an�estimated��

$2�billion�USD�in�time�and�cost�savings�associated�with�

VJG��PVT��6�RG����6GUV��

Informed�Compliance�Efforts

While�administering�the�two�pilot�programs,�CBP�has�

made�signi�cant�efforts�to�engage�with�the�trade�

EQOOWPKV��CPF�VQ�KPHQTO�UVCMGJQNFGTU�QH�VJG�5GEVKQP�

����CFOKPKUVTCVK�G�TWNKPI�CPF�KVU�KORNKECVKQPU����P�CFFKVKQP�

to�engaging�with�the�ETF,�CBP’s�E-commerce�Branch�

and�Of�ce�of�Trade�Relations�actively�connect�with�

the�trade�community�in�various�fora.��For�example,�

CBP�holds�quarterly�public�meeting�with�the�Advisory�

Committee�on�Commercial�Operations�(COAC),�a�group�

QH�RTK�CVG�UGEVQT�UVCMGJQNFGTU�UGNGEVGF�VQ�CF�KUG�VJG�

5GETGVCTKGU�QH�VJG��GRCTVOGPV�QH�6TGCUWT��CPF�VJG�

�GRCTVOGPV�QH��QOGNCPF�5GEWTKV��QP�VJG�EQOOGTEKCN�

QRGTCVKQPU�QH��$2��TGEQTFKPIU�QH�RCTV�OGGVKPIU����������

www.cbp.gov/trade/stakeholder-engagement/coac/

�������������ii�����.��To�reach�wider�foreign�sellers�

CPF�UJKRRGTU�CPF�KPHQTO�VJGO�QH�VJG�CFOKPKUVTCVK�G�

ruling�issued�in�July�2020,�the�branch�also�translated�

CPF�KUUWGF�VJG�TWNKPI�KP��JKPGUG������������������

gov/sites/default/�les/assets/documents/2021-

Apr/1%20Administrative%20Ruling%20One-Pager%20

Mandarin%20Translation.pdf).��Lastly,�CBP�participated�

in�numerous�webinars�and�online�trainings�to�inform�

VJG�RWDNKE�VJG�NCVGUV�TGIWNCVKQPU�CPF�C�CKNCDNG�TGUQWTEGU�

�https://www.cbp.gov/trade/stakeholder-engagement)�

CBP�understands�the�importance�of�working�closely�with�

the�trade�community�to�achieve�its�objectives,�especially�

when�implementing�new�administrative�rulings.��CBP�has�

been�engaged�with�the�trade�community�throughout�this�

dynamic�process�and�will�continue�to�work�with�not�only�

the�traditional�players,�but�also�foreign�stakeholders�who�

will�be�affected�by�the�Section�321�administrative�ruling.

��,�����������i�Vi
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�$2�JCU�����GPVGTU�QH���EGNNGPEG�CPF���RGTVKUG���GPVGTU��

to�focus�CBP’s�trade�expertise�on�industry-speci�c�

KUUWGU�VJTQWIJ�CEEQWPV�DCUGF�RTQEGUUKPI�QP�C�PCVKQPCN�

scale.��The�Centers,�managed�from�strategic�locations�

around�the�country,�have�national�authority�to�make�

VTCFG�FGEKUKQPU�CV�CNN�RQTVU�QH�GPVT��KP�CP�GHHQTV�VQ�

OGGV�VJG�IQCNU�QH�UVTGPIVJGPKPI��OGTKECoU�GEQPQOKE�

competitiveness,�enhancing�industry�knowledge�and�

expertise,�developing�innovative�trade�processing�

procedures,�applying�strategic�and�impactful�trade�

enforcement�actions,�and�leveraging�available�trade�

KPVGNNKIGPEG���6JG��GPVGTU�CTG�VJG�QRGTCVKQPCN�GPVKV��

of�CBP�responsible�for�identifying,�assessing�and�

prioritizing�risks�within�their�respective�industries�with�

C�HQEWU�QP��$2oU�RTKQTKV��VTCFG�KUUWGU��6JG��GPVGTU�CNUQ�

administer�the�collection�of�trade�remedies�as�well�

CU�NGCF�CPF�ECTT��QWV�QRGTCVKQPU�VQ�FGVGEV�CPF�FGVGT�

unlawful�trade�activities.�

To�learn�more�about�the�Centers,�visit�������������

cbp.gov/trade/centers-excellence-and-expertise-

������������
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Wearing�Apparel/Accessories

Handbags/Wallets

Footwear

Watches/Jewelry

Consumer�Electronics

Consumer�Products

Pharmaceutical/Personal�Care

Automotive/Aerospace

Labels/Tags

All�Other�Commodities

Number�of�Seizures�Lines�by�Fiscal�Year�2021

28%

13%

12%

5%

4%

3%

1%
1%

4%

30%

Number�of�Seizures�Lines�by�Fiscal�Year�2020

28%

23%
15%

13%

8%

4%

4%

1% 1%

3%

Wearing�Apparel/Accessories

Handbags/Wallets

Footwear

Watches/Jewelry

Consumer�Electronics

Consumer�Products

Pharmaceutical/Personal�Care

Automotive/Aerospace

Labels/Tags

All�Other�Commodities
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��,��D��HII����������HDPO��H������HS���������H�D�H������HS��������H��H������H����H�O��H��
and�not�seizures.��This�will�allow�for�greater�speci�city,�especially�for�those�seizures�
����������D���P��H���D����H���SH��I���PP����������SPH���������P�O��SOH�S��������D�H�
categorized�as�All�Other�Commodities.�Because�the�individual�percentage��gures�are�
rounded,�in�some�cases,�the�sum�of�the�rounded�percentages�for�a�given��scal�year�is�
�O����O������H�����O��H����D������SH��H���

Number�of�Seizure�Lines�by�Product�–�FY�2021

Products Seizure�Lines Percentage

Wearing�Apparel/Accessories �30,681� 30%

Handbags/Wallets �28,331� 28%

Footwear �13,355� 13%

Watches/Jewelry �12,313� 12%

Consumer�Electronics �5,380� 5%

Consumer�Products �3,721� 4%

Pharmaceuticals/Personal�Care �3,155� 3%

Automotive/Aerospace �1,303� 1%

Labels/Tags �641� 1%

All�Other�Commodities �3,610� 4%

Number�of�Seizure�Lines �102,490� 100%

Number�of�Seizure�Lines�by�Product�–�FY�2020

Products Seizure�Lines %�of�Total

Wearing�Apparel/Accessories �20,386� 28%

Handbags/Wallets �16,554� 23%

Footwear �10,868� 15%

Watches/Jewelry �9,405� 13%

Consumer�Electronics �5,534� 8%

Consumer�Products �2,940� 4%

Pharmaceuticals/Personal�Care �2,819� 4%

Automotive/Aerospace �968� 1%

Labels/Tags �470� 1%

All�Other�Products �2,413� 3%

Number�of�Seizure�Lines �72,357� 100%
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5%

3%

2%
1%
1%

3%

MSRP�By�Product�FY�2021

Watches/Jewelry

Handbags/Wallets

Wearing�Apparel/Accessories

Pharmaceuticals/Personal�Care

Consumer�Electronics

Footwear

Consumer�Products

Toys

Computers/Accessories

All�Other�Commodities

36%

29%

15%

6%

Total�FY�2021�MSRP�$3,330,037,350

5%

4%

4%

2%
5%

MSRP�By�Product�FY�2020

33%

22%

13%

12%

1%

Total�FY�2020�MSRP�$1,309,156,510

Watches/Jewelry

Handbags/Wallets

Consumer�Electronics

Wearing�Apparel/Accessories

Footwear

Pharmaceuticals/Personal�Care

Consumer�Products

Labels/Tags

Automotive/Aerospace

All�Other�Commodities
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��,��D��HII����������HDPO��H������HS���������H�D�H������HS��������H��H������H����H�O��H��D�������
seizures.��This�will�allow�for�greater�speci�city,�especially�for�those�seizures�which�contain�more�than�
��H���SH��I���PP����������SPH���������P�O��SOH�S��������D�H��D�H�����H��D���OO�2��H����PP�����H���
Because�the�individual�percentage��gures�are�rounded,�in�some�cases,�the�sum�of�the�rounded�
percentages�for�a�given��scal�year�is�slightly�higher�or�lower�than�100�percent.

MSRP�By�Product�–�FY�2021

Products MSRP Percentage

Watches/Jewelry �$1,186,747,146� 36%

Handbags/Wallets �$972,495,390� 29%

Wearing�Apparel/Accessories �$487,370,983� 15%

Pharmaceuticals/Personal�Care �$185,043,493� 6%

Consumer�Electronics �$171,010,749� 5%

Footwear �$96,690,708� 3%

Consumer�Products �$72,075,495� 2%

Toys �$25,420,514� 1%

Computers/Accessories �$24,553,282� 1%

All�Other�Products �$108,629,590� 3%

Grand�Total �$3,330,037,350� 100%

Number�of�Seizure�Lines �102,490�

MSRP�By�Product�–�FY�2020

Products �MSRP� Percentage

Watches/Jewelry �$435,249,467� 33%

Handbags/Wallets �$282,702,448� 22%

Consumer�Electronics �$173,829,670� 13%

Wearing�Apparel/Accessories �$157,226,661� 12%

Footwear �$63,146,456� 5%

Pharmaceuticals/Personal�Care �$56,190,152� 4%

Consumer�Products �$49,695,611� 4%

Labels/Tags �$19,823,791� 2%

Automotive/Aerospace �$11,063,561� 1%

All�Other�Products �$60,228,693� 5%

Grand�Total �$1,309,156,510� 100%

Number�of�Seizure�Lines �72,537�
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Seizure�Lines�By�Economy�FY�2021

China

Hong�Kong

Turkey

Philippines

Colombia

All�Other�Countries

33%

18%
11%

6%

6%

27%

Number�of�Seizure�Lines:�102,490

Seizure�Lines�By�Economy�FY�2020

China

Hong�Kong

Turkey

Vietnam

Thailand

All�Other�Countries

37%

32%

9%

3%

2%

16%

Number�of�Seizure�Lines:�72,357
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*�The�aggregate�seizure�data�re�ect�the�reported�country�of�origin,�not�necessarily�where�the�
seized�goods�were�produced.�Because�the�individual�percentage��gures�are�rounded,�in�
some�cases,�the�sum�of�the�rounded�percentages�for�a�given��scal�year�is�slightly�higher�or�
O��H����D������SH��H���

Seizures�Lines�and�Related�MSRP�by�Economy�–�FY�2021

Trading�Partner �Seizure�Lines� %�of�Total �MSRP�

China �33,323� 33% �$1,888,298,761�

Hong�Kong �18,466� 18% �$613,462,655�

Turkey �10,781� 11% �$60,347,048�

Philippines �6,416� 6% �$45,692,010�

Colombia �5,912� 6% �$23,980,798�

All�Other�Countries �27,592� 27% �$698,256,079�

Total �102,490� 100% �$3,330,037,350�

Seizures�Lines�and�Related�MSRP�by�Economy�–�FY�2020

Trading�Partner �Seizure�Lines� %�of�Total �MSRP�

China �26,985� 37% �$660,767,476�

Hong�Kong �23,493� 32% �$428,961,694�

Turkey �6,831� 9% �$31,237,035�

Vietnam �2,123� 3% �$25,803,755�

Thailand �1,445� 2% �$12,601,807�

All�Other�Countries �11,480� 16% �$149,784,743�

Grand�Total �72,357� 100% �$1,309,156,510�
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Modes�of�Transportation�by�MSRP�(in�millions)

Express Mail Cargo Other

FY�2021

FY�2020

FY�2019

FY�2018
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Modes�of�Transport�
Estimated�MSRP�(in�Millions)

FY�2021 FY�2020 FY�2019 FY�2018

Express $1,036.1 $589.1� $553.5� $549.2�

Mail $231.5 $98.1� $175.6� $197.3�

Cargo $1,575.7 $463.4� $488.2� $447.9�

Other $486.7 $158.5� $337.9� $205.4�

TOTAL $3,330.0 $1,309.1� $1,555.2� $1,399.8�

Modes�of�Transport
Seizures

FY�2021 FY�2020 FY�2019 FY�2018

Express 16,926 17,001 �15,811� �21,632�

Mail 7,293 6,886 �8,982� �9,643�

Cargo 2,274 1,993 �1,903� �1,673�

Other 622 623 �903� �862�

TOTAL �27,115� 26,503 �27,599� �33,810
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Health,�Safety,�and�Security�(HSS)�by�Commodity�FY�2021

46.6%

17.8%

15.3%

7.0%

4.7%

2.6%

1.3%

0.6% 0.3%

3.8%

Pharmaceuticals/Personal�Care

Consumer�Electronics

Automotive/Aerospace

Wearing�Apparel/Accessories

Cigarettes

Consumer�Products

Computers/Accessories

Sporting�Goods

Food

All�Other�Commodities�

Health,�Safety,�and�Security�(HSS)�by�Commodity�FY�2020

47.6%

28.7%

9.0%

2.9%

2.4%

2.1%

1.4%

0.5% 0.4%

4.9%

Pharmaceuticals/Personal�Care

Consumer�Electronics

Automotive/Aerospace

Consumer�Products

Computers/Accessories

Cigarettes

Sporting�Goods

Wearing�Apparel/Accessories

Food

All�Other�Commodities�
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Health,�Safety,�and�Security�(HSS)�by�Commodity�–�FY�2021

Health,�Safety,�and�Security �Seizure�Lines� %�of�Total

Pharmaceuticals/Personal�Care �3,041� 46.6%

Consumer�Electronics �1,165� 17.8%

Automotive/Aerospace �1,002� 15.3%

Wearing�Apparel/Accessories �457� 7.0%

Cigarettes �309� 4.7%

Consumer�Products �170� 2.6%

Computers/Accessories �84� 1.3%

Sporting�Goods �38� 0.6%

Food �19� 0.3%

All�Other�Commodities �247� 3.8%

Number�of�Seizure�Lines �6,532� 100%

Health,�Safety,�and�Security�(HSS)�by�Commodity�–�FY�2020

Health,�Safety,�and�Security �Seizure�Lines� %�of�Total

Pharmaceuticals/Personal�Care �2,706� 47.6%

Consumer�Electronics �1,630� 28.7%

Automotive/Aerospace �511� 9.0%

Consumer�Products �165� 2.9%

Computers/Accessories �139� 2.4%

Cigarettes �119� 2.1%

Sporting�Goods �81� 1.4%

Wearing�Apparel/Accessories �30� 0.5%

Food �21� 0.4%

All�Other�Commodities �277� 4.9%

Number�of�Seizure�Lines �5,679� 100%

��,��D��HII����������HDPO��H������HS���������H�D�H������HS��������H��H������H����H�
lines�and�not�seizures.��This�will�allow�for�greater�speci�city,�especially�for�
����H��H����H������������D���P��H���D����H���SH��I���PP����������SPH����
�����P�O��SOH�S��������D�H��D�H�����H��D���OO�2��H����PP�����H����H�D��H���H�
individual�percentage��gures�are�rounded,�in�some�cases,�the�sum�of�the�rounded�
percentages�for�a�given��scal�year�is�slightly�higher�or�lower�than�100�percent.
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MSRP�by�Center�of�Excell

Fiscal�Year FY�2021 FY�2020

Center�Name MSRP %�of�Total�
MSRP

MSRP %�of�Total�

Consumer�
Products�and�Mass�
Merchandising

$2,358,989,573 70.84% $841,588,271�

Apparel,�Footwear�and�
Textiles

$588,394,332 17.67% $231,915,396�

Electronics $196,173,287 5.89% $170,643,120�

Pharmaceuticals,�
Health�and�Chemicals

$138,605,159 4.16% $21,024,365�

Automotive�and�
Aerospace

$21,168,082 0.64% $10,857,996�

Agriculture�and�
Prepared�Products

$9,284,046 0.28% $893,941�

Industrial�and�
Manufacturing�
Materials

$5,514,953 0.17% $3,260,622�

Machinery $10,741,371 0.32% $22,860,881�

Base�Metals $1,166,547 0.04% $6,111,920�

Total $3,330,037,350 100% $1,309,156,510
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nce�and�Expertise�(CEEs)

FY�2019 FY�2018

of�Total�
MSRP

MSRP %�of�Total�
MSRP

MSRP %�of�Total�
MSRP

4.28% $1,000,628,016 64.34% $1,037,183,326 74.09%

7.71% $383,694,303 24.67% $192,996,007 13.79%

3.03% $117,028,274 7.52% $121,609,130 8.69%

1.61% $9,234,202 0.59% $8,896,989 0.64%

0.83% $9,868,483 0.63% $14,638,119 1.05%

0.07% $3,882,013 0.25% $4,578,951 0.33%

0.25% $1,225,896 0.08% $951,393 0.07%

1.75% $27,810,170 1.79% $11,475,793 0.82%

0.47% $1,897,700 0.12% $7,544,135 0.54%

100% $1,555,269,057 100% $1,399,873,842 100%
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3�GU��QPU���QP�CE����G��24��GNR��GU��(QT��UU�U�CPEG
Monday�through�Friday�to�answer�questions�on�IPR�enforcement.�Contact�the�IPR�Help�Desk�

�KC�GOCKN�CV�IPRHELPDESK@cbp.dhs.gov��

4GI�NC��QPU��4�N�PIU��CPF�4GEQTFC��QP�–�For�questions�about�CBP’s�IP�enforcement�regime,�
EQPVCEV�4GIWNCVKQPU�CPF�4WNKPIU��44��CV�hqiprbranch@cbp.dhs.gov

the�e-Recordation�program,�contact�iprrquestions@cbp.dhs.gov
articles�potentially�subject�to�an�ITC�exclusion�order�may�be�submitted�to�

Rulings@cbp.dhs.gov��

)��FCPEG�QP��$2��24�2QN�E��CPF�2TQITCOU���6JG��24�CPF����QOOGTEG��K�KUKQP���24��K�KUKQP��
coordinates�with�rights�holders,�members�of�the�trade�community,�CBP�staff,�other�Federal�

agencies,�and�foreign�governments�in�developing�and�implementing�the�Agency’s�IPR�strategy,�
policy�and�programs.�To�contact�the�IPR�Division,�email�

G��NNGIC��QPU�-�If�you�are�aware�of�or�suspect�a�company�or�individual�is�committing�IPR�crime,�

RNGCUG�TGRQTV�VJG�VTCFG��KQNCVKQP�WUKPI��$2oU�G��NNGICVKQPU�1PNKPG�6TCFG�8KQNCVKQP�4GRQTVKPI�
5�UVGO�CV�https://eallegations.cbp.gov/s/��6TCFG��KQNCVKQPU�ECP�CNUQ�DG�TGRQTVGF�D��ECNNKPI�

��n���������,/�

0C��QPCN��P�GNNGE��CN�2TQRGT���4�I��U��QQTF�PC��QP��GP�GT
Intellectual�Property�Rights,�including�counterfeiting�and�piracy,�contact�the�National�IPR�

�QQTFKPCVKQP��GPVGT�CV�https://www.iprcenter.gov/referral/
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3�GU��QPU���QP�CE����G��24��GNR��GU��(QT��UU�U�CPEG����$2oU��24��GNR��GUM�KU�UVCHHGF�
Monday�through�Friday�to�answer�questions�on�IPR�enforcement.�Contact�the�IPR�Help�Desk��

�–�For�questions�about�CBP’s�IP�enforcement�regime,�
hqiprbranch@cbp.dhs.gov��(QT�KPHQTOCVKQP�EQPEGTPKPI�

iprrquestions@cbp.dhs.gov��4WNKPI�TGSWGUVU�TGICTFKPI�
articles�potentially�subject�to�an�ITC�exclusion�order�may�be�submitted�to�EOEBranch.ITC337.

���6JG��24�CPF����QOOGTEG��K�KUKQP���24��K�KUKQP��
coordinates�with�rights�holders,�members�of�the�trade�community,�CBP�staff,�other�Federal�

agencies,�and�foreign�governments�in�developing�and�implementing�the�Agency’s�IPR�strategy,�
policy�and�programs.�To�contact�the�IPR�Division,�email�iprhelpdesk@cbp.dhs.gov��

�-�If�you�are�aware�of�or�suspect�a�company�or�individual�is�committing�IPR�crime,�

RNGCUG�TGRQTV�VJG�VTCFG��KQNCVKQP�WUKPI��$2oU�G��NNGICVKQPU�1PNKPG�6TCFG�8KQNCVKQP�4GRQTVKPI�
��6TCFG��KQNCVKQPU�ECP�CNUQ�DG�TGRQTVGF�D��ECNNKPI�

0C��QPCN��P�GNNGE��CN�2TQRGT���4�I��U��QQTF�PC��QP��GP�GT���6Q�4GRQTV�8KQNCVKQPU�QH�
Intellectual�Property�Rights,�including�counterfeiting�and�piracy,�contact�the�National�IPR�

https://www.iprcenter.gov/referral/�QT�VGNGRJQPG���n�����,�������
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