
ARS-‐‑-‐‑Alternative Remittance System
CBRN-‐‑-‐‑Caribbean Basin Radar Network
CFATF-‐‑-‐‑Caribbean Financial Action Task Force
DEA-‐‑-‐‑Drug Enforcement Administration
DOJ-‐‑-‐‑Department of Justice
DOS-‐‑-‐‑Department of State
ESF-‐‑-‐‑Economic Support Fund
EU-‐‑-‐‑European Union
FATF-‐‑-‐‑Financial Action Task Force
FBI-‐‑-‐‑Federal Bureau of Investigation
FinCEN-‐‑-‐‑Financial Crimes Enforcement Network
FIU-‐‑-‐‑Financial Intelligence Unit
GCC-‐‑-‐‑Gulf Cooperation Council
IBC-‐‑-‐‑International Business Company
IMF-‐‑-‐‑International Monetary Fund
INCSR-‐‑-‐‑International Narcotics Control Strategy Report
INM-‐‑-‐‑See INL
INL-‐‑-‐‑Bureau of International Narcotics Control and Law Enforcement Affairs
IRS-‐‑-‐‑Internal Revenue Service
IRS-‐‑CID-‐‑-‐‑Internal Revenue Service, Criminal Investigation Division
JICC-‐‑-‐‑Joint Information Coordination Center
MLAT-‐‑-‐‑Mutual Legal Assistance Treaty
MOU-‐‑-‐‑Memorandum of Understanding
NBRF-‐‑-‐‑Northern Border Response Force
NNICC-‐‑-‐‑National Narcotics Intelligence Consumers Committee
OAS-‐‑-‐‑Organization of American States
OAS/CICAD-‐‑-‐‑Inter-‐‑American Drug Abuse Control Commission
OFC-‐‑-‐‑Offshore Financial Center
OPBAT-‐‑-‐‑Operation Bahamas, Turks and Caicos
PC-‐‑R-‐‑EV-‐‑-‐‑Council of Europe's Select Committee of Experts on  The Evaluation of Anti-‐‑Money Laundering
Measures
UN Convention-‐‑-‐‑1988 United Nations Convention Against Illicit Traffic in Narcotic Drugs and Psychotropic
Substances
UNODCCP-‐‑-‐‑United Nations Office for Drug Control and Crime Prevention
USAID-‐‑-‐‑Agency for International Development
USG-‐‑-‐‑United States Government

ha-‐‑-‐‑Hectare
HCl-‐‑-‐‑Hydrochloride (cocaine)
Kg-‐‑-‐‑Kilogram
Mt-‐‑-‐‑Metric Ton

[End.]
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Legislative Basis for the INCSR

7KH�'HSDUWPHQW�RI�6WDWH
V�,QWHUQDWLRQDO�1DUFRWLFV�&RQWURO�6WUDWHJ\�5HSRUW��,1&65��KDV�EHHQ�SUHSDUHG
LQ�DFFRUGDQFH�ZLWK�VHFWLRQ�����RI�WKH�)RUHLJQ�$VVLVWDQFH�$FW�RI�������DV�DPHQGHG��WKH��)$$�����
8�6�&�����������7KH������,1&65�LV�WKH�ILIWHHQWK�DQQXDO�UHSRUW�SUHSDUHG�SXUVXDQW�WR�WKH�)$$��,Q
DGGLWLRQ�WR�DGGUHVVLQJ�WKH�UHSRUWLQJ�UHTXLUHPHQWV�RI�VHFWLRQ�����RI�WKH�)$$��DV�ZHOO�DV�VHFWLRQV�����G�
����DQG�����F��RI�WKH�)$$�DQG�VHFWLRQ�����RI�WKH�1DUFRWLFV�&RQWURO�7UDGH�$FW�RI�������DV�DPHQGHG��
WKH�,1&65�SURYLGHV�WKH�IDFWXDO�EDVLV�IRU�WKH�3UHVLGHQWLDO�QDUFRWLFV�FHUWLILFDWLRQ�GHWHUPLQDWLRQV�IRU
PDMRU�GUXJ�SURGXFLQJ�DQG�RU�GUXJ�WUDQVLW�FRXQWULHV���0DMRUV�/LVW���UHTXLUHG�XQGHU�VHFWLRQ�����RI�WKH
)$$��6HFWLRQ�����RI�WKH�)$$�UHTXLUHV�WKDW����SHUFHQW�RI�FHUWDLQ�NLQGV�RI�DVVLVWDQFH�EH�ZLWKKHOG�IURP
DOO�VXFK�FRXQWULHV��UHTXLUHG�WR�EH�LGHQWLILHG�DQG�UHSRUWHG�WR�&RQJUHVV�E\�WKH�3UHVLGHQW�E\�1RYHPEHU��
RI�HDFK�\HDU��SHQGLQJ�WKH�3UHVLGHQW
V�0DUFK���FHUWLILFDWLRQ�GHWHUPLQDWLRQV��,I�D�FRXQWU\�LV�QRW�FHUWLILHG�
PRVW�IRUHLJQ�DVVLVWDQFH�LV�FXW�RII�DQG�WKH�8QLWHG�6WDWHV�LV�UHTXLUHG�WR�YRWH�DJDLQVW�DVVLVWDQFH�E\�VL[
PXOWLODWHUDO�GHYHORSPHQW�EDQNV�WR�WKDW�FRXQWU\�

7KH�VWDWXWH�UHTXLUHV�D�UHSRUW�RQ�WKH�H[WHQW�WR�ZKLFK�HDFK�FRXQWU\�RU�HQWLW\�WKDW�UHFHLYHG�DVVLVWDQFH
XQGHU�FKDSWHU���RI�3DUW�,�RI�WKH�)RUHLJQ�$VVLVWDQFH�$FW����LQ�WKH�SDVW�WZR�ILVFDO�\HDUV�KDV��PHW�WKH
JRDOV�DQG�REMHFWLYHV�RI�WKH�8QLWHG�1DWLRQV�&RQYHQWLRQ�$JDLQVW�,OOLFLW�7UDIILF�LQ�1DUFRWLF�'UXJV�DQG
3V\FKRWURSLF�6XEVWDQFHV���WKH�������81�'UXJ�&RQYHQWLRQ����)$$�������D�����$���6LPLODUO\��WKH
3UHVLGHQW
V�FHUWLILFDWLRQ�GHWHUPLQDWLRQ�PXVW�DGGUHVV�ZKHWKHU�D�FRXQWU\��GXULQJ�WKH�SUHYLRXV�\HDU��KDV
FRRSHUDWHG�IXOO\�ZLWK�WKH�8QLWHG�6WDWHV�RU�KDV�WDNHQ�DGHTXDWH�VWHSV�RQ�LWV�RZQ�WR�DFKLHYH�IXOO
FRPSOLDQFH�ZLWK�WKH�JRDOV�DQG�REMHFWLYHV�HVWDEOLVKHG�E\�WKH������81�'UXJ�&RQYHQWLRQ��)$$��
����E�����$���)$$�������D�����$��

$OWKRXJK�WKH�&RQYHQWLRQ�GRHV�QRW�FRQWDLQ�D�OLVW�RI�JRDOV�DQG�REMHFWLYHV��LW�GRHV�VHW�IRUWK�D�QXPEHU�RI
REOLJDWLRQV�WKDW�WKH�SDUWLHV�DJUHH�WR�XQGHUWDNH��*HQHUDOO\�VSHDNLQJ��LW�UHTXLUHV�WKH�SDUWLHV�WR�WDNH�OHJDO
PHDVXUHV�WR�RXWODZ�DQG�SXQLVK�DOO�IRUPV�RI�LOOLFLW�GUXJ�SURGXFWLRQ��WUDIILFNLQJ��DQG�GUXJ�PRQH\
ODXQGHULQJ��WR�FRQWURO�FKHPLFDOV�WKDW�FDQ�EH�XVHG�WR�SURFHVV�LOOLFLW�GUXJV��DQG�WR�FRRSHUDWH�LQ
LQWHUQDWLRQDO�HIIRUWV�WR�WKHVH�HQGV��7KH�VWDWXWH�OLVWV�DFWLRQ�E\�IRUHLJQ�FRXQWULHV�RQ�WKH�IROORZLQJ�LVVXHV
DV�UHOHYDQW �WR�HYDOXDWLQJ�SHUIRUPDQFH�XQGHU�WKH������81�'UXJ�&RQYHQWLRQ��LOOLFLW�FXOWLYDWLRQ�
SURGXFWLRQ��GLVWULEXWLRQ��VDOH��WUDQVSRUW�DQG�ILQDQFLQJ��DQG�PRQH\�ODXQGHULQJ��DVVHW�VHL]XUH��H[WUDGLWLRQ�
PXWXDO�OHJDO�DVVLVWDQFH��ODZ�HQIRUFHPHQW�DQG�WUDQVLW�FRRSHUDWLRQ��SUHFXUVRU�FKHPLFDO�FRQWURO��DQG
GHPDQG�UHGXFWLRQ�

,Q�DWWHPSWLQJ�WR�HYDOXDWH�ZKHWKHU�FRXQWULHV�DQG�FHUWDLQ�HQWLWLHV�DUH�PHHWLQJ�WKH�JRDOV�DQG�REMHFWLYHV�RI
WKH������81�'UXJ�&RQYHQWLRQ��WKH�'HSDUWPHQW�KDV�XVHG�WKH�EHVW�LQIRUPDWLRQ�LW�KDV�DYDLODEOH��7KH
�����,1&65�FRYHUV�FRXQWULHV�WKDW�UDQJH�IURP�PDMRU�GUXJ�SURGXFLQJ�DQG�GUXJ�WUDQVLW�FRXQWULHV��ZKHUH
GUXJ�FRQWURO�LV�D�FULWLFDO�HOHPHQW�RI�QDWLRQDO�SROLF\��WR�VPDOO�FRXQWULHV�RU�HQWLWLHV�ZKHUH�GUXJ�LVVXHV�RU
WKH�FDSDFLW\�WR�GHDO�ZLWK�WKHP�DUH�PLQLPDO��7KH�UHSRUWV�YDU\�LQ�WKH�H[WHQW�RI�WKHLU�FRYHUDJH��)RU�NH\
GUXJ�FRQWURO�FRXQWULHV��ZKHUH�FRQVLGHUDEOH�LQIRUPDWLRQ�LV�DYDLODEOH��ZH�KDYH�SURYLGHG�FRPSUHKHQVLYH
UHSRUWV��)RU�VRPH�VPDOOHU�FRXQWULHV�RU�HQWLWLHV�ZKHUH�RQO\�VNHWFK\�LQIRUPDWLRQ�LV�DYDLODEOH��ZH�KDYH
LQFOXGHG�ZKDWHYHU�GDWD�WKH�UHVSRQVLEOH�SRVW�FRXOG�SURYLGH�

7KH�FRXQWU\�FKDSWHUV�UHSRUW�XSRQ�DFWLRQV³LQFOXGLQJ�SODQV��SURJUDPV��DQG��ZKHUH�DSSOLFDEOH�
WLPHWDEOHV³WRZDUG�IXOILOOPHQW�RI�&RQYHQWLRQ�REO LJDWLRQV��%HFDXVH�WKH������81�'UXJ�&RQYHQWLRQ
V
VXEMHFW�PDWWHU�LV�VR�EURDG�DQG�DYDLODELOLW\�RI�LQIRUPDWLRQ�RQ�HOHPHQWV�UHODWHG�WR�SHUIRUPDQFH�XQGHU�WKH
&RQYHQWLRQ�YDULHV�ZLGHO\�ZLWKLQ�DQG�EHWZHHQ�FRXQWULHV��WKH�'HSDUWPHQW
V�YLHZV�RQ�WKH�H[WHQW�WR
ZKLFK�D�JLYHQ�FRXQWU\�RU�HQWLW\�LV�PHHWLQJ�WKH�JRDOV�DQG�REMHFWLYHV�RI�WKH�&RQYHQWLRQ�DUH�EDVHG�RQ�WKH
RYHUDOO�UHVSRQVH�RI�WKH�FRXQWU\�RU�HQWLW\�WR�WKRVH�JRD OV�DQG�REMHFWLYHV�
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6RPH�FRXQWULHV�DQG�RWKHU�HQWLWLHV�DUH�QRW�\HW�SDUWLHV�WR�WKH������81�'UXJ�&RQYHQWLRQ��VRPH�GR�QRW
KDYH�VWDWXV�LQ�WKH�8QLWHG�1DWLRQV�WKDW�ZRXOG�DOORZ�WKHP�WR�EHFRPH�SDUWLHV��)RU�VXFK�FRXQWULHV�RU
HQWLWLHV��ZH�KDYH�QRQHWKHOHVV�FRQVLGHUHG�DFWLRQV�WDNHQ�E\�WKRVH�FRXQWULHV�RU�HQWLWLHV�LQ�DUHDV�FRYHUHG
E\�WKH�&RQYHQWLRQ�DV�ZHOO�DV�SODQV��LI�DQ\��IRU�EHFRPLQJ�SDUWLHV�DQG�IRU�EULQJLQJ�WKHLU�OHJLVODWLRQ�LQWR
FRQIRUPLW\�ZLWK�WKH�&RQYHQWLRQ
V�UHTXLUHPHQWV��)RU�VRPH�RI�WKH�VPDOOHVW�FRXQWULHV�RU�HQWLWLHV�WKDW�DUH
QRW�RQ�WKH�0DMRUV�/LVW��WKH�'HSDUWPHQW�KDV�LQVXIILFLHQW�LQIRUPDWLRQ�WR�PDNH�D�MXGJPHQW�DV�WR�ZKHWKHU
WKH�JRDOV�DQG�REMHFWLYHV�RI�WKH�&RQYHQWLRQ�DUH�EHLQJ�PHW�

8QOHVV�RWKHUZLVH�QRWHG�LQ�WKH�UHOHYDQW�FRXQWU\�FKDSWHUV��,1/�FRQVLGHUV�DOO�FRXQWULHV�DQG�RWKHU�HQWLWLHV
ZLWK�ZKLFK�WKH�86*�KDV�ELODWHUDO�QDUFRW LFV�DJUHHPHQWV�WR�EH�PHHWLQJ�WKH�JRDOV�DQG�REMHFWLYHV�RI�WKRVH
DJUHHPHQWV�

,QIRUPDWLRQ�FRQFHUQLQJ�FRXQWHUQDUFRWLFV�DVVLVWDQFH�LV�SURYLGHG��SXUVXDQW�WR�VHFWLRQ�����E��RI�WKH
)$$��LQ�VHFWLRQV�HQWLWOHG��)<�����������)LVFDO�6XPPDU\�DQG�)XQFWLRQDO�%XGJHW��DQG��2WKHU�86*
$VVLVWDQFH�3URYLGHG��

6WDWHPHQW�RQ�&HUWLILFDWLRQ

6HFWLRQ�����E�����RI�WKH�)$$�UHTXLUHV�WKDW��LQ�PDNLQJ�GHWHUPLQDWLRQV�UHJDUGLQJ�IXOO�FHUWLILFDWLRQ��WKH
3UHVLGHQW�FRQVLGHU�WKH�H[WHQW�WR�ZKLFK�HDFK�PDMRU�LOOLFLW�GUXJ�SURGXFLQJ�RU�GUXJ�WUDQVLW�FRXQWU\�KDV�

PHW�WKH�JRDOV�DQG�REMHFWLYHV�RI�WKH�8QLWHG�1DWLRQV�&RQYHQWLRQ�$JDLQVW�,OOLFLW�7UDIILF�LQ
1DUFRWLF�'UXJV�DQG�3V\FKRWURSLF�6XEVWDQFHV��LQFOXGLQJ�DFWLRQ�RQ�VXFK�LVVXHV�DV�LOOLFLW
FXOWLYDWLRQ��SURGXFWLRQ��GLVWULEXWLRQ��VDOH��WUDQVSRUW��DQG�ILQDQFLQJ��DQG�PRQH\�ODXQGHULQJ��DVVHW
VHL]XUH��H[WUDGLWLRQ��PXWXDO�OHJDO�DVVLVWDQFH��ODZ�HQIRUFHPHQW�DQG�WUDQVLW�FRRSHUDWLRQ��SUHFXUVRU
FKHPLFDO�FRQWURO��DQG�GHPDQG�UHGXFWLRQ�

DFFRPSOLVKHG�WKH�JRDOV�GHVFULEHG�LQ�DQ�DSSOLFDEOH�ELODWHUDO�QDUFRWLFV�DJUHHPHQW�ZLWK�WKH�8QLWHG
6WDWHV�RU�D�PXOWLODWHUDO�DJUHHPHQW��DQG

WDNHQ�OHJDO�DQG�ODZ�HQIRUFHPHQW�PHDVXUHV�WR�SUHYHQW�DQG�SXQLVK�SXEOLF�FRUUXSWLRQ��HVSHFLDOO\�E\
VHQLRU�JRYHUQPHQW�RIILFLDOV��WKDW�IDFLOLWDWHV�WKH�SURGXFWLRQ��SURFHVVLQJ��RU�VKLSPHQW�RI�QDUFRWLF
DQG�SV\FKRWURSLF�GUXJV�DQG�RWKHU�FRQWUROOHG�VXEVWDQFHV��RU�WKDW�GLVFRXUDJHV�WKH�LQYHVWLJDWLRQ�RU
SURVHFXWLRQ�RI�VXFK�DFWV�

7KH�VWDWXWH�SURYLGHV��DOWHUQDWLYHO\��WKDW�D�FRXQWU\�WKDW�FDQQRW�EH�FHUWLILHG�XQGHU�WKH�IRUHJRLQJ�VWDQGDUG
PD\�EH�FHUWLILHG�RQ�WKH�JURXQGV�WKDW��YLWDO�QDWLRQDO�LQWHUHVWV�RI�WKH�8QLWHG�6WDWHV�UHTXLUH��WKDW
DVVLVWDQFH�ZLWKKHOG�SXUVXDQW�WR�VHFWLRQ�����D�����EH�SURYLGHG�WR�DQG�WKH�8QLWHG�6WDWHV�QRW�YRWH
DJDLQVW�PXOWLODWHUDO�GHYHORSPHQW�EDQN�OHQGLQJ�WR�VXFK�FRXQWU\��)$$�������E�����%��

0DMRU�,OOLFLW�'UXJ�3URGXFLQJ��'UXJ�7UDQVLW��6LJQLILFDQW�6RXUFH��3UHFXUVRU�&KHPLFDO��DQG�0RQH\
/DXQGHULQJ�&RXQWULHV

6HFWLRQ�����D�����RI�WKH�)$$�UHTXLUHV�WKH�86*�WR�LGHQWLI\�

�$��PDMRU�LOOLFLW�GUXJ�SURGXFLQJ�DQG�PDMRU�GUXJ�WUDQVLW�FRXQWULHV�

�%��PDMRU�VRXUFHV�RI�SUHFXUVRU�FKHPLFDOV�XVHG�LQ�WKH�SURGXFWLRQ�RI�LOOLFLW�QDUFRWLFV��RU

�&��PDMRU�PRQH\�ODXQGHULQJ�FRXQWULHV�

7KHVH�FRXQWULHV�DUH�LGHQWLILHG�EHORZ�

0DMRU�,OOLFLW�'UXJ�3URGXFLQJ�DQG�'UXJ�7UDQVLW�&RXQWULHV

$�PDMRU�LOOLFLW�GUXJ�SURGXFLQJ�FRXQWU\�LV�RQH�LQ�ZKLFK�

�$��������KHFWDUHV�RU�PRUH�RI�LOOLFLW�RSLXP�SRSS\�LV�FXOWLYDWHG�RU�KDUYHVWHG�GXULQJ�D�\HDU�

�%��������KHFWDUHV�RU�PRUH�RI�LOOLFLW�FRFD�LV�FXOWLYDWHG�RU�KDUYHVWHG�GXULQJ�D�\HDU��RU

�&��������KHFWDUHV�RU�PRUH�RI�LOOLFLW�FDQQDELV�LV�FXOWLYDWHG�RU�KDUYHVWHG�GXULQJ�D�\HDU��XQOHVV�WKH
3UHVLGHQW�GHWHUPLQHV�WKDW�VXFK�LOOLFLW�FDQQDELV�SURGXFWLRQ�GRHV�QRW�VLJQLILFDQWO\�DIIHFW�WKH�8QLWHG
6WDWHV��)$$�������H���� �

$�PDMRU�LOOLFLW�GUXJ�WUDQVLW�FRXQWU\�LV�RQH�



�$��WKDW�LV�D�VLJQLILFDQW�GLUHFW�VRXUFH�RI�LOOLFLW�QDUFRWLF�RU�SV\FKRWURSLF�GUXJV�RU�RWKHU�FRQWUROOHG
VXEVWDQFHV�VLJQLILFDQWO\�DIIHFWLQJ�WKH�8QLWHG�6WDWHV��RU

�%��WKURXJK�ZKLFK�DUH�WUDQVSRUWHG�VXFK�GUXJV�RU�VXEVWDQFHV��)$$�������H�����

7KH�IROORZLQJ�PDMRU�GUXJ�SURGXFLQJ�DQG�RU�GUXJ�WUDQVLW�FRXQWULHV�ZHUH�LGHQWLILHG�DQG�QRWLILHG�WR
&RQJUHVV�E\�WKH�3UHVLGHQW�SXUVXDQW�WR�VHFWLRQ�����K��RI�WKH�)$$�LQ����� �

$IJKDQLVWDQ��7KH�%DKDPDV��%ROLYLD��%UD]LO��%XUPD��&DPERGLD��&KLQD��&RORPELD�

'RPLQLFDQ�5HSXEOLF��(FXDGRU��*XDWHPDOD��+DLWL��,QGLD��-DPDLFD��/DRV��0H[LFR�

1LJHULD��3DNLVWDQ��3DQDPD��3DUDJXD\��3HUX��7KDLODQG��9HQH]XHOD��DQG�9LHWQDP�

0DMRU�3UHFXUVRU�&KHPLFDO�6RXUFH�&RXQWULHV

7KH�IROORZLQJ�FRXQWULHV�KDYH�EHHQ�GHWHUPLQHG�WR�EH�PDMRU�VRXUFHV�RI�SUHFXUVRU�RU�HVVHQWLDO�FKHPLFDOV
XVHG�LQ�WKH�SURGXFWLRQ�RI�LOOLFLW�QDUFRWLFV�

$UJHQWLQD��%UD]LO��&KLQD��*HUPDQ\��,QGLD��0H[LFR��7KH�1HWKHUODQGV��DQG�WKH

8QLWHG�6WDWHV�

,QIRUPDWLRQ�LV�SURYLGHG�SXUVXDQW�WR�VHFWLRQ�����RI�WKH�)$$�LQ�WKH�VHFWLRQ�HQWLWOHG��&KHPLFDO
&RQWUROV��

0DMRU�0RQH\�/DXQGHULQJ�&RXQWULHV

$�PDMRU�PRQH\�ODXQGHULQJ�FRXQWU\�LV�GHILQHG�E\�VWDWXWH�DV�RQH��ZKRVH�ILQDQFLDO�LQVWLWXWLRQV�HQJDJH�LQ
FXUUHQF\�WUDQVDFWLRQV�LQYROYLQJ�VLJQLILFDQW�DPRXQWV�RI�SURFHHGV�IURP�LQWHUQDWLRQDO�QDUFRWLFV
WUDIILFNLQJ��)$$������H������+RZHYHU��WKH�FRPSOH[�QDWXUH�RI�PRQH\�ODXQGHULQJ�WUDQVDFWLRQV�WRGD\
PDNHV�LW�GLIILFXOW�LQ�PDQ\�FDVHV�WR�GLVWLQJXLVK�WKH�SURFHHGV�RI�QDUFRWLFV�WUDIILFNLQJ�IURP�WKH�SURFHHGV
RI�RWKHU�VHULRXV�FULPH��0RUHRYHU��ILQDQFLDO�LQVWLWXWLRQV�HQJDJLQJ�LQ�WUDQVDFWLRQV�LQYROYLQJ�VLJQLILFDQW
DPRXQWV�RI�SURFHHGV�RI�RWKHU�VHULRXV�FULPH�DUH�YXOQHUDEOH�WR�QDUFRWLFV�UHODWHG�PRQH\�ODXQGHULQJ��7KLV
\HDU
V�OLVW�RI�PDMRU�PRQH\�ODXQGHULQJ�FRXQWULHV�UHFRJQL]HV�WKLV�UHODWLRQVKLS�E\�LQFOXGLQJ�DOO�FRXQWULHV
DQG�RWKHU�MXULVGLFWLRQV��ZKRVH�ILQDQFLDO�LQVWLWXWLRQV�HQJDJH�LQ�WUDQVDFWLRQV�LQYROYLQJ�VLJQLILFDQW
DPRXQWV�RI�SURFHHGV�IURP�DOO�VHULRXV�FULPH��7KH�IROORZLQJ�FRXQWULHV�MXULVGLFWLRQV�KDYH�EHHQ�LGHQWLILHG
WKLV�\HDU�LQ�WKLV�FDWHJRU\�

$QWLJXD�DQG�%DUEXGD��$XVWUDOLD��$XVWULD��WKH�%DKDPDV��%UD]LO��%XUPD��&DQDGD�

&D\PDQ�,VODQGV��&KLQD��&RORPELD��&\SUXV��'RPLQLFD��WKH�'RPLQLFDQ�5HSXEOLF�

)UDQFH��*HUPDQ\��*UHHFH��*UHQDGD��*XHUQVH\��+RQJ�.RQJ��+XQJDU\��,QGLD�

,QGRQHVLD��WKH�,VOH�RI�0DQ��,VUDHO��,WDO\��-DSDQ��-HUVH\��/HEDQRQ��/LHFKWHQVWHLQ�

/X[HPERXUJ��0H[LFR��1DXUX��WKH�1HWKHUODQGV��1LJHULD��3DNLVWDQ��3DQDPD�

3DUDJXD\��3KLOLSSLQHV��5XVVLD��6LQJDSRUH��6SDLQ��6W��.LWWV�DQG�1HYLV��6W��9LQFHQW

DQG�WKH�*UHQDGLQHV��6ZLW]HUODQG��7DLZDQ��7KDLODQG��7XUNH\��8QLWHG�$UDE

(PLUDWHV��8QLWHG�.LQJGRP��8QLWHG�6WDWHV��8UXJXD\��DQG�9HQH]XHOD�

)XUWKHU�LQIRUPDWLRQ�RQ�WKHVH�FRXQWULHV�HQWLWLHV�DQG�8QLWHG�6WDWHV�PRQH\�ODXQGHULQJ�SROLFLHV��DV
UHTXLUHG�E\�VHFWLRQ�����RI�WKH�)$$��LV�VHW�IRUWK�LQ�WKH�VHFWLRQ�HQWLWOHG��)LQDQFLDO�&ULPHV�DQG�0RQH\
/DXQGHULQJ��

BBBBBBBBBBBBBBBBBBBBBBB

����7KH�'HSDUWPHQW�RI�6WDWH
V�%XUHDX�RI�,QWHUQDWLRQDO�1DUFRWLFV�DQG�/DZ�(QIRUFHPHQW�$IIDLUV��,1/��LV�UHVSRQVLEOH�IRU�PDQDJLQJ�PRUH�WKDQ

�����PLOOLRQ�D�\HDU�LQ�QDUFRWLFV�FRQWURO�DQG�DQWLFULPH�DVVLVWDQFH�WR�IRUHLJQ�FRXQWULHV�
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DoS (INL) Budget by Region
FY 2000 -‐‑ FY 2001

($000)

 
FY 2000

Actual
FY 2000

Em.
Supp.(1)

FY 2001
Estimate

Narcotics Programs(2)               -‐‑              -‐‑            -‐‑

Country Programs               -‐‑              -‐‑            -‐‑

Latin America               -‐‑              -‐‑            -‐‑

Bahamas 1,000              -‐‑ 1,200

Bolivia 48,000 110,000 52,000

Brazil 1,500 4,500 2,000

Colombia 55,929 838,500 48,000

Ecuador 1,200 20,000 2,200

Guatemala 3,000                -‐‑ 3,000

Jamaica 800                -‐‑ 1,200

Mexico 4,071                -‐‑ 10,000

Peru 48,000 32,000 48,000
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Venezuela 700 3,500 1,200

Latin America Regional 8,793 10,000 8,957

Subtotal for Latin America 172,993 1,018,500 177,757

Asia/Africa/Middle East              -‐‑             -‐‑             -‐‑

Laos 4,000             -‐‑ 4,200

Pakistan 3,250                  -‐‑ 3,500

Thailand 3,000                  -‐‑ 3,000

Asia/Africa/ME Regional 4,798                  -‐‑ 3,328

Subtotal for Asia/Africa/ME 15,048                  -‐‑ 14,028

Interregional Aviation Support 50,000                  -‐‑ 50,000

Total Country Programs 238,041 1,018,500 241,785

International Organizations 12,000                  -‐‑ 12,000

Law Enforcement Training
and Demand Reduction

9,000                  -‐‑ 10,000

Systems Support/Upgrades 5,000                  -‐‑ 4,000

Program Development &
Support

9,800                  -‐‑ 11,500

7RWDO�1DUFRWLFV�3URJUDPV��� 273,841 1,018,500 279,285

���7KH�&RQJUHVV�SURYLGHG�D���������ELOOLRQ�LQ�(PHUJHQF\�6XSSOHPHQWDO�IXQGLQJ�IRU�3ODQ�&RORPELD�LQ�)<������

���)LJXUHV�IRU�)<������EXGJHW�UHTXHVW�DUH�QRW�DYDLODEOH�DV�RI�0DUFK���������

���,QFOXGHV�D�UHVFLVVLRQ�RI��������PLOOLRQ�IRU�)<������DQG��������IRU�)<������

'R6��,1/��%XGJHW�E\�)XQFWLRQ



FY 2000 -‐‑ FY 2001

($000)

 
FY

2000
Actual

% of
Total

FY
2000

Em.
Supp.

% of
Total

FY 2001
Estimate

% of
Total

Narcotics Programs(1)             -‐‑         -‐‑                 
-‐‑

        -‐‑               -‐‑       -‐‑

Law Enforcement
Assistance and
Institution
Development

96,341 35.2 722,500 70.9 94,425 33.8

Alternative
Develop/
Eradication

126,535 46.2 296,000 29.1 127,280 45.6

International
Organizations

12,000 4.4                
-‐‑

        -‐‑ 12,000 4.3

Drug
Awareness/Demand
Reduction

7,395 2.7                
-‐‑

        -‐‑ 8,395 3.0

Law Enforcement
Training

7,000 2.6                
-‐‑

        -‐‑ 8,000 2.9

Program
Development and
Support

24,570 9.0                
-‐‑

        -‐‑ 29,185 10.4

Total Narcotics Programs(2) 273,841 100 1,018,500 100 279,285 100

(1)Figures for FY 2002 budget request are not available as of March 1, 2001.

(2)Includes a rescission of $1.159 million for FY 2000 and $0.715 for FY 2001.

International Training

,QWHUQDWLRQDO�FRXQWHUQDUFRWLFV�WUDLQLQJ�LV�PDQDJHG�IXQGHG�E\�,1/�DQG�FDUULHG�RXW�E\�WKH�'($��8�6��&XVWRPV�6HUYLFH��DQG�8�6��&RDVW

*XDUG��0DMRU�REMHFWLYHV�DUH�

&RQWULEXWLQJ�WR�WKH�EDVLF�LQIUDVWUXFWXUH�IRU�FDUU\LQJ�RXW�FRXQWHUQDUFRWLFV�ODZ�HQIRUFHPHQW�DFWLYLWLHV�LQ�FRXQWULHV�ZKLFK�FRRSHUDWH�ZLWK



DQG�DUH�FRQVLGHUHG�VLJQLILFDQW�WR�8�6��QDUFRWLFV�FRQWURO�HIIRUWV�

,PSURYLQJ�WHFKQLFDO�VNLOOV�RI�GUXJ�ODZ�HQIRUFHPHQW�SHUVRQQHO�LQ�WKHVH�FRXQWULHV��DQG

,QFUHDVLQJ�FRRSHUDWLRQ�EHWZHHQ�8�6��DQG�IRUHLJQ�ODZ�HQIRUFHPHQW�RIILFLDOV�

2YHU�������SHUVRQV�SDUWLFLSDWHG�LQ�WKH�8QLWHG�6WDWHV�*RYHUQPHQW
V�LQWHUQDWLRQDO�QDUFRWLFV�FRQWURO�WUDLQLQJ�SURJUDP�LQ�)<������

,1/�WUDLQLQJ�FRQWLQXHV�WR�IRFXV�RQ�HQFRXUDJLQJ�IRUHLJQ�ODZ�HQIRUFHPHQW�DJHQF\�VHOI�VXIILFLHQF\�WKURXJK�LQIUDVWUXFWXUH�GHYHORSPHQW��7KH

HIIHFWLYHQHVV�RI�RXU�FRXQWHUQDUFRWLFV�HIIRUWV�RYHUVHDV�VKRXOG�EH�YLHZHG�LQ�WHUPV�RI�ZKDW�KDV�EHHQ�GRQH�WR�EULQJ�DERXW�WKH�HVWDEOLVKPHQW�RI

HIIHFWLYH�KRVW�FRXQWU\�HQIRUFHPHQW�LQVWLWXWLRQV��WKHUHE\�WDNLQJ�GUXJV�RXW�RI�FLUFXODWLRQ�EHIRUH�WKH\�EHJLQ�WKHLU�MRXUQH\�WRZDUG�WKH�8QLWHG

6WDWHV��8�6��ODZ�HQIRUFHPHQW�SHUVRQQHO�VWDWLRQHG�RYHUVHDV�DUH�LQFUHDVLQJO\�FRPLQJ�WR�VHH�WKHLU�SULPH�UHVSRQVLELOLW\�DV�SURPRWLQJ�WKH�FUHDWLRQ

RI�KRVW�JRYHUQPHQW�V\VWHPV�WKDW�DUH�FRPSDWLEOH�ZLWK�DQG�VHUYH�WKH�VDPH�EURDG�JRDOV�DV�RXUV�

'XULQJ�)<�������ODZ�HQIRUFHPHQW�WUDLQLQJ�FRQWLQXHG�WR�GHYRWH�LQFUHDVHG�DWWHQWLRQ�WR�WKH�GHYHORSPHQW�DQG�VXSSRUW�RI�LQIUDVWUXFWXUH

EXLOGLQJ�LQ�WKRVH�FRXQWULHV�ZKLFK�SRVHG�WKH�JUHDWHVW�WKUHDW�WR�WKH�8�6��DV�D�UHVXOW�RI�WKHLU�UROH�DV�VRXUFH�RU�WUDQVLW�FRXQWULHV�IRU�QDUFRWLFV

GHVWLQHG�IRU�WKH�8QLWHG�6WDWHV��,1/�UHFHLYHG�SRVLWLYH�IHHGEDFN�ERWK�IURP�8�6��(PEDVVLHV�DQG�IRUHLJQ�JRYHUQPHQWV�RQ�WKH�GLUHFW�EHQHILWV

JDLQHG�IURP�WKLV�WUDLQLQJ��LQFOXGLQJ�WKH�GLVFRYHU\�RI�LOOHJDO�QDUFRWLFV�DV�D�UHVXOW�RI�WHFKQLTXHV�OHDUQHG�GXULQJ�D�SURJUDP�

,1/�IXQGLQJ�KDV�DOVR�EHHQ�SURYLGHG�IRU�WKH�HVWDEOLVKPHQW�DQG�RSHUDWLRQ�RI�,QWHUQDWLRQDO�/DZ�(QIRUFHPHQW�$FDGHPLHV��,/($
V��LQ�%XGDSHVW

DQG�%DQJNRN��7KH�UHJLRQDO�WUDLQLQJ�SURYLGHG�DW�WKH�,/($
V�FRQVLVWV�RI�ERWK�JHQHUDO�ODZ�HQIRUFHPHQW�WUDLQLQJ�DV�ZHOO�DV�VSHFLDOL]HG�WUDLQLQJ

IRU�PLG�OHYHO�PDQDJHUV�LQ�SROLFH�DQG�RWKHU�ODZ�HQIRUFHPHQW�DJHQFLHV��2YHU������RIILFLDOV�IURP����FRXQWULHV�KDYH�UHFHLYHG�WUDLQLQJ�LQ

%XGDSHVW�DQG�RYHU�����RIILFLDOV�IURP����FRXQWULHV�KDYH�UHFHLYHG�WUDLQLQJ�LQ�%DQJNRN��,W�LV�DQWLFLSDWHG�WKDW�DGGLWLRQDO�,/($
V�ZLOO�EH

HVWDEOLVKHG�LQ�WKH�:HVWHUQ�+HPLVSKHUH�DQG�$IULFD�

,1/�IXQGHG�WUDLQLQJ�ZLOO�FRQWLQXH�WR�VXSSRUW�WKH�PDMRU�8�6��DQG�LQWHUQDWLRQDO�VWUDWHJLHV�IRU�FRPEDWLQJ�QDUFRWLFV�WUDIILFNLQJ�ZRUOGZLGH�

(PSKDVLV�ZLOO�EH�SODFHG�RQ�FRQWULEXWLQJ�WR�WKH�DFWLYLWLHV�RI�LQWHUQDWLRQDO�RUJDQL]DWLRQV��VXFK�DV�WKH�81'&3�DQG�WKH�2$6��7KURXJK�WKH

PHHWLQJV�RI�PDMRU�GRQRUV��WKH�'XEOLQ�*URXS��81'&3�DQG�RWKHU�LQWHUQDWLRQDO�IRUD��ZH�ZLOO�FRRUGLQDWH�ZLWK�RWKHU�SURYLGHUV�RI�WUDLQLQJ��DQG

XUJH�WKHP�WR�VKRXOGHU�JUHDWHU�UHVSRQVLELOLW\�LQ�SURYLGLQJ�WUDLQLQJ��ZKLFK�VHUYHV�WKHLU�SDUWLFXODU�VWUDWHJLF�LQWHUHVWV�

,1/�ZLOO�PDLQWDLQ�LWV�UROH�RI�FRRUGLQDWLQJ�WKH�DFWLYLWLHV�RI�8�6��ODZ�HQIRUFHPHQW�DJHQFLHV�LQ�UHVSRQVH�WR�UHTXHVWV�IRU�DVVLVWDQFH�IURP�8�6�

(PEDVVLHV��7KLV�ZLOO�DYRLG�GXSOLFDWLRQ�RI�HIIRUW�DQG�HQVXUH�WKDW�SUHVHQWDWLRQV�UHSUHVHQW�WKH�IXOO�UDQJH�RI�86*�SROLFLHV�DQG�SURFHGXUHV�

Training Statistics

 
1XPEHU�RI

3DUWLFLSDQWV
1XPEHU�RI
3URJUDPV

'UXJ�(QIRUFHPHQW�$GPLQLVWUDWLRQ   -‐‑  -‐‑

7UDLQLQJ�LQ�8�6� -‐‑ -‐‑

�9HWWHG��7UDLQLQJ ��� �

7UDLQLQJ�LQ�+RVW�&RXQWULHV -‐‑ -‐‑

,Q�&RXQWU\�'UXJ�(QIRUFHPHQW�6HPLQDU ��� ��

$GYDQFHG�'UXJ�(QIRUFHPHQW�6HPLQDU ��� �

,QW
O�$VVHW�)RUIHLWXUH�6HPLQDU ��� �

$LUSRUW�2SHUDWLRQV ��� �



6SHFLDOL]HG �� �

,/($ ��� �

6XEWRWDO ����� ��

8�6��&XVWRPV�6HUYLFH  -‐‑  -‐‑

7UDLQLQJ�LQ�8�6� -‐‑ -‐‑

,QWHUQDWLRQDO�9LVLWRUV�3URJUDP ��� ���

7UDLQLQJ�LQ�+RVW�&RXQWULHV                                 -‐‑                               -‐‑

2YHUVHDV�(QIRUFHPHQW�7UDLQLQJ ��� ��

5HJLRQDO�2YHUVHDV�(QIRUFHPHQW

7UDLQLQJ

�� �

7UDLQ�WKH�7UDLQHU�:RUNVKRS �� �

6KRUW�7HUP�$GYLVRU\ �� �

&RQWUDEDQG�(QIRUFHPHQW�7HDP ��� �

,QWHJULW\�$QWL�&RUUXSWLRQ ��� �

,QWHOOLJHQFH�7UDLQLQJ �� �

2XWERXQG�&XUUHQF\�,QWHUGLFWLRQ

6HPLQDU

�� �

$VVHVVPHQWV � �

&DQLQH�7UDLQLQJ��8�6��%DVHG� � �

$VVHW�)RUIHLWXUH�6HPLQDU �� �

&DUULHU�,QLWLDWLYH�3URJUDP

6HPLQDUV�%XVLQHVV�$QWL�6PXJJOLQJ

&RDOLWLRQ

��� ��

6XEWRWDO ���� ���

                               -‐‑                               -‐‑



8�6��&RDVW�*XDUG

7UDLQLQJ�LQ�+RVW�&RXQWULHV                                -‐‑                               -‐‑

0DULWLPH�/DZ�(QIRUFHPHQW ��� �

3RUW�6HFXULW\�DQG�6DIHW\�&RXUVH �� �

/RQJ�7HUP�7UDLQLQJ ��� �

6XEWRWDO ��� �

7RWDO�,1/�)XQGHG�7UDLQLQJ�)<����� ���� ���

Drug Enforcement Administration
7KH�SUHHPLQHQW�UHVSRQVLELOLW\�RI�WKH�'UXJ�(QIRUFHPHQW�$GPLQLVWUDWLRQ��'($��LV�WR�UHGXFH�DQG�XOWLPDWHO\�PLQLPL]H�WKH�LPSDFW�SRVHG�WR�RXU

QDWLRQ�E\�LOOLFLW�GUXJV��$OO�FRFDLQH�DQG�KHURLQ��DV�ZHOO�DV�VRPH�PDULMXDQD�DQG�RWKHU�GDQJHURXV�GUXJV��DUH�SURGXFHG�RXWVLGH�WKH�8QLWHG�6WDWHV�

7KHVH�LOOLFLW�GUXJV�DUH�VPXJJOHG�IURP�FRXQWULHV�RI�WKHLU�VRXUFH��XVXDOO\�WKURXJK�RWKHU�FRXQWULHV��LQWR�WKH�8QLWHG�6WDWHV�7KHUHIRUH��WKH

UHGXFWLRQ�RI�LOOLFLW�GUXJ�DYDLODELOLW\�LQ�WKH�8QLWHG�6WDWHV�UHTXLUHV�D�VWURQJ�LQWHUQDWLRQDO�FRXQWHUQDUFRWLFV�VWUDWHJ\��,Q�FRRSHUDWLRQ�DQG

FRRUGLQDWLRQ�ZLWK�RWKHU�QDWLRQV��DV�ZHOO�DV�ZLWK�RWKHU�8�6��DJHQFLHV��'($�VWULYHV�WR�FRQFXUUHQWO\�VXSSUHVV�LOOLFLW�GUXJ�SURGXFWLRQ��GLVUXSW�WKH

DYDLODELOLW\�RI�WKHVH�GUXJV�LQ�WKH�GLVWULEXWLRQ�FKDLQ��DUUHVW�DQG�SURVHFXWH�WKRVH�LQYROYHG�LQ�DQ\�DVSHFW�RI�LOOHJDO�GUXJ�WUDIILFNLQJ��DQG�VHL]H

WKHLU�SURILWV�DQG�DVVHWV�

7KH�SULPDU\�FRQWULEXWLRQ�RI�'($�LQ�LPSOHPHQWLQJ�RXU�LQWHUQDWLRQDO�FRXQWHU�QDUFRWLFV�VWUDWHJ\�LV�DFFRPSOLVKHG�WKURXJK�WKH����RIILFHV�WKDW

'($�PDLQWDLQV�LQ����FRXQWULHV�ZRUOGZLGH��7KH�'($�RYHUVHDV�PLVVLRQ�LV�DV�IROORZV�

&RQGXFW�ELODWHUDO�LQYHVWLJDWLYH�DFWLYLWLHV�

&RRUGLQDWH�LQWHOOLJHQFH�JDWKHULQJ�

&RRUGLQDWH�WUDLQLQJ�SURJUDPV�IRU�KRVW�FRXQWU\�SROLFH�DJHQFLHV��DQG

$VVLVW�LQ�WKH�GHYHORSPHQW�RI�KRVW�FRXQWU\�GUXJ�ODZ�HQIRUFHPHQW�LQVWLWXWLRQV�DQG�HQJDJH�LQ�IRUHLJQ�OLDLVRQ�

,Q�PRVW�FRXQWULHV�ZKHUH�'($�PDLQWDLQV�RIILFHV��'($�FDUULHV�RXW�DOO�RI�WKH�DERYH�IXQFWLRQV��7KH�HPSKDVLV�RQ�HDFK�IXQFWLRQ�LV�GHWHUPLQHG

E\�WKH�FRQGLWLRQV�H[LVWLQJ�LQ�WKH�KRVW�QDWLRQ��)RU�H[DPSOH��LQ�VRPH�FRXQWULHV�ZKHUH�WKH�GUXJ�HQIRUFHPHQW�V\VWHP�LV�DGYDQFHG��D�'($

&RXQWU\�2IILFH�PD\�OLPLW�LWV�UROH�WR�VHOHFWHG�DFWLYLWLHV�LQVWHDG�RI�WKH�IXOO�UDQJH�RI�SURJUDPV��7KH�IROORZLQJ�VHFWLRQV�SURYLGH�D�IHZ�H[DPSOHV

RI�WKH�DVVLVWDQFH�'($�SURYLGHG�GXULQJ������WR�KRVW�QDWLRQ�FRXQWHUSDUWV�LQ�VXSSRUW�RI�WKH�IRXU�IXQFWLRQ�DUHDV�

%LODWHUDO�,QYHVWLJDWLRQV

'($
V�&RXQWU\�2IILFHV�ZRUN�ZLWK�HOHPHQWV�RI�WKH�KRVW�QDWLRQ�ODZ�HQIRUFHPHQW�DJHQFLHV�WR�LQYHVWLJDWH
DFWLYLWLHV�RI�GUXJ�WUDIILFNHUV�WKDW�OHDG�WR�LQGLFWPHQWV�DQG�SURVHFXWLRQV�LQ�HLWKHU�WKH�KRVW�FRXQWU\��WKH
8QLWHG�6WDWHV��RU�D�WKLUG�FRXQWU\��:KHQHYHU�DSSURSULDWH�DQG�IHDVLEOH��'($�VKDUHV�LQWHOOLJHQFH
LQIRUPDWLRQ�RQ�PDMRU�WUDIILFNHUV�RSHUDWLQJ�LQ�KRVW�FRXQWULHV�ZLWK�IRUHLJQ�FRXQWHUSDUWV�WR�HQKDQFH�WKHLU
LQYHVWLJDWLYH�NQRZOHGJH��7KH�H[DPSOHV�WKDW�IROORZ�LOOXVWUDWH�'($
V�UROH�LQ�ELODWHUDO�LQYHVWLJDWLRQV�

%DVHG�RQ�LQIRUPDWLRQ�SURYLGHG�GLUHFWO\�E\�WKH�0H[LFR�&LW\ �&RXQWU\�2IILFH��0&&2���0H[LFDQ
DXWKRULWLHV�DUUHVWHG�,VPDHO�+LJXHUD�*XHUUHUR��D�PDMRU�PHPEHU�RI�WKH�$UHOODQR�)HOL[�2UJDQL]DWLRQ
�$)2���DQG�QLQH�RWKHU�VXVSHFWV��2WKHU�$)2�FROODERUDWRUV�FDSWXUHG�LQ������LQFOXGHG�D�IRUPHU�)HGHUDO
+LJKZD\�3ROLFH�GLUHFWRU�ZKR�SURYLGHG�WKH�$)2�ZLWK�LQVLGHU�LQIRUPDWLRQ�DQG�SURWHFWLRQ��DQG�D
&RORPELDQ�ZKR�VHUYHG�DV�D�JR�EHWZHHQ�IRU�&RORPELD�0H[LFR�GUXJ�VKLSPHQWV�IRU�WKH�$)2��1RQH�RI
WKHVH�DFWLRQV�ZRXOG�KDYH�EHHQ�DFKLHYHG�KDG�LW�QRW�EHHQ�IRU�WKH�FORVH�FROODERUDWLRQ�EHWZHHQ�WKH�'($
0&&2�DQG�LWV�FRXQWHUSDUWV�LQ�0H[LFR�

7KH�&RVWD�5LFD�&RXQWU\�2IILFH��ZRUNLQJ�ZLWK�KRVW�QDWLRQ�FRXQWHUSDUWV�DQG�VHYHUDO�'($�IRUHLJQ�DQG
GRPHVWLF�RIILFHV��FRQGXFWHG�WKH�LQYHVWLJDWLRQ�RI�D�GUXJ�WUDIILFNHU�ZKR�ZDV�OLQNHG�WR�WKH�/LQHDU�WDUJHW
-RVH�*XLOOHUPR�*RPH]�5DPLUH]��7KH�FRPELQHG�HIIRUW�UHVXOWHG�LQ�WKH�DUUHVW�RI����GHIHQGDQWV�DQG�WKH
VHL]XUH�RI�������NLORJUDPV�RI�FRFDLQH�LQ�&RVWD�5LFD��(YLGHQFH�IURP�WKLV�LQYHVWLJDWLRQ�OHG�WR�WKH�8�6�



LQGLFWPHQW�RI�*RPH]�DQG�VHYHUDO�DVVRFLDWHV��'($�3DQDPD�DVVLVWHG�3DQDPDQLDQ�DXWKRULWLHV�ZLWK�WKH
DUUHVW�RI�*RPH]�5DPLUH]�DQG�DQ�DVVRFLDWH��$V�WKH�ILUVW�5HJLRQDO�/LQHDU�WDUJHW�RSHUDWLQJ�LQ�&HQWUDO
$PHULFD��*RPH]�5DPLUH]�KDG�EHHQ�WKH�WDUJHW�RI�LQYHVWLJDWLRQV�FRQGXFWHG�E\�DOO�'($�&HQWUDO
$PHULFDQ�FRXQWU\�RIILFHV��%RWK�*RPH]�5DPLUH]�DQG�KLV�DVVRFLDWH�ZHUH�H[WUDGLWHG�IURP�3DQDPD�WR�WKH
8QLWHG�6WDWHV�WR�IDFH �)HGHUDO�'UXJ�&KDUJHV�

7KH�$WKHQV�&RXQWU\�2IILFH�DQG�,VWDQEXO�5HVLGHQW�2IILFH�ZRUNHG�FORVHO\�ZLWK�7XUNLVK�1DWLRQDO�3ROLFH
DQG�+HOOHQLF�1DWLRQDO�3ROLFH�RQ�DQ�LQYHVWLJDWLRQ�WDUJHWLQJ�D�KHURLQ�WUDQVSRUWDWLRQ�RUJDQL]DWLRQ
RSHUDWLQJ�LQ�,VWDQEXO��7KH�LQYHVWLJDWLRQ�UHVXOWHG�LQ�WKH�VHL]XUH�RI�����NLORJUDPV�RI�KHURLQ�DQG�WKH
DUUHVW�RI�IRXU�GHIHQGDQWV�LQ�*UHHFH�DQG����LQ�7XUNH\��7KH�+HOOHQLF�1DWLRQDO�3ROLFH�UHFHLYHG
SHUPLVVLRQ�WR�FRQGXFW�D�FRQWUROOHG�GHOLYHU\�RI�WKH�KHURLQ�DIWHU�LQWHOOLJHQFH�ZDV�GHYHORSHG�WKDW�WKH
RUJDQL]DWLRQ�ZDV�JRLQJ�WR�XWLOL]H�WZR�SDVVHQJHU�EXVHV�WR�WUDQVSRUW�D�ODUJH�DPRXQW�RI�6RXWKZHVW�$VLDQ
KHURLQ�WR�*UHHFH�YLD�7XUNH\��$IWHU����KRXUV�RI�VXUYHLOODQFH��*UHHN�DXWKRULWLHV�VHL]HG�WKH�WZR�EXVHV�LQ
$WKHQV�DQG�IRXQG�WKH�KHURLQ�FRQFHDOHG�LQ�WKH�URRI�RI�WKH�EXVHV��7KLV�PDUNHG�WKH�ODUJHVW�KHURLQ�VHL]XUH
LQYROYLQJ�WKH�,VWDQEXO�1DUFRWLFV�6HFWLRQ�DQG�DOVR�WKH�ODUJHVW�KHURLQ�VHL]XUH�LQ�*UHHFH�

<DUGHQD�+DEURQL��WDUJHW�RI�D�MRLQW�PRQH\�ODXQGHULQJ�LQYHVWLJDWLRQ�EHJXQ�LQ�$SULO�������ZDV�DUUHVWHG�DW
WKH�1HZDUN�$LUSRUW�XSRQ�KHU�DUULYDO�IURP�3DQDPD��+DEURQL��ZKR�ZDV�LQGLFWHG�RXW�RI�WKH�(DVWHUQ
'LVWULFW�RI�1HZ�<RUN��XVHG�KHU�MHZHOU\�EXVLQHVV�WR�ODXQGHU�SURFHHGV�IRU�VHYHUDO�&RORPELDQ�GUXJ
WUDIILFNHUV�WKURXJK�IDOVH�JROG�SXUFKDVHV�VDOHV�DQG�E\�H[FKDQJLQJ�FDVK�IRU�VHFRQG�DQG�WKLUG�SDUW\
FKHFNV��IDOVH�LQYRLFLQJ��DQG�D�PXOWLWXGH�RI�EDQN�WUDQVIHUV��7R�GDWH��ILYH�DUUHVWV�KDYH�EHHQ�PDGH�DQG
QXPHURXV�VHDUFK�ZDUUDQWV�KDYH�EHHQ�HIIHFWHG��7KLV�LQYHVWLJDWLRQ�KDV�EHHQ�VLJQLILFDQW�LQ�WKDW�WKH
*RYHUQPHQW�RI�3DQDPD�SURYLGHG�WKH�'($�3DQDPD�&LW\�&RXQWU\�2IILFH�ZLWK�LQIRUPDWLRQ�FUXFLDO�LQ
FDVH�GHYHORSPHQW�

6HQVLWLYH�,QYHVWLJDWLYH�8QLWV��6,8V��EHJDQ�RSHUDWLRQV�LQ�)<������LQ�0H[LFR��&RORPELD��3HUX��DQG
%ROLYLD��(DFK�IRUHLJQ�ODZ�HQIRUFHPHQW�RIILFLDO�KDYLQJ�DFFHVV�WR�VHQVLWLYH�LQIRUPDWLRQ�PXVW�PHHW�6,8
FULWHULD³L�H���DQ�LQWHUYLHZ��FRPSXWHUL]HG�FULPLQDO�EDFNJURXQG�LQYHVWLJDWLRQV��VHFXULW\
TXHVWLRQQDLUH�EDFNJURXQG�LQWHUYLHZ��PHGLFDO�DQG�SV\FKRORJLFDO�VFUHHQLQJ��XULQDO\VLV��DQG�D�SRO\JUDSK�
%\�WKH�HQG�RI�������HVWDEOLVKHG�6,8V�ZHUH�IXOO\�RSHUDWLRQDO�LQ�VHYHUDO�PDMRU�QDUFRWLFV�WUDIILFNLQJ�DUHDV
LQ�7KDLODQG��7KH�6,8V�UHSUHVHQW�WKH�EHVW�WUDLQHG�DQG�EHVW�HTXLSSHG�FRXQWHUQDUFRWLFV�FDSDELOLW\�XQGHU
WKH�5R\DO�7KDL�3ROLFH��7KH\�KDYH�DOVR�EHHQ�DEOH�WR�LQVWLWXWLRQDOL]H�FRPSOH[�ODZ�HQIRUFHPHQW
WHFKQLTXHV��DV�ZHOO�DV�8�6��WRXWHG�FRQFHSWV�RI�LQWHJULW\�DQG�KRQHVW\�DPRQJ�LWV�SHUVRQQHO��'XULQJ�����
'($�WUDLQHG�6,8V�LQ�7KDLODQG�VHL]HG�KXQGUHGV�RI�NLORJUDPV�RI�KHURLQ�DQG�WKRXVDQGV�RI�NLORJUDPV�RI
PHWKDPSKHWDPLQH��7KH�ODUJHVW�VHL]XUH�LQ�ZKLFK�'($�SDUWLFLSDWHG�ZDV�WKH�UHVXOW�RI�DQ�RSHUDWLRQ�LQ
ZKLFK�����NLORJUDPV�RI�PHWKDPSKHWDPLQH�WDEOHWV�ZHUH�GHOLYHUHG�E\����8QLWHG�:D�6WDWH�$UP\
RSHUDWLYHV�WR�7KDL�DXWKRULWLHV�LQ�WKH�7KDLODQG�%XUPD�ERUGHU�UHJLRQ��7KH�RSHUDWLRQ�FRQFOXGHG�ZKHQ
7KDL�DQG�'($�DXWKRULWLHV�OHG�D�FRQWUROOHG�GHOLYHU\�WR�WKH�LQWHQGHG�UHFLSLHQWV�LQ�%DQJNRN��UHVXOWLQJ�LQ
RQH�DUUHVW�

6LQFH�0D\�������WKH�%RJRWD�&RXQWU\�2IILFH��LQ�FRQMXQFWLRQ�ZLWK�WKH�&RORPELDQ�1DWLRQDO�3ROLFH�6,8�
KDYH�EHHQ�LQYHVWLJDWLQJ�WKH�GUXJ�WUDIILFNLQJ�DFWLYLWLHV�RI�$OHMDQGUR�%(51$/�0DGULJDO��'XULQJ�WKLV
LQYHVWLJDWLRQ��NQRZQ�DV�2SHUDWLRQ�0LOOHQQLXP��%(51$/�0DGULJDO�ZDV�LGHQWLILHG�DV�WKH�PRVW
VLJQLILFDQW�GUXJ�WUDIILFNHU�RSHUDWLQJ�LQ�&RORPELD��(YLGHQFH�REWDLQHG�GXULQJ�WKLV�LQYHVWLJDWLRQ�UHYHDOHG
WKDW�KLV�RUJDQL]DWLRQ�ZDV�UHVSRQVLEOH�IRU�WUDQVSRUWLQJ�EHWZHHQ����DQG����WRQV�RI�FRFDLQH�SHU�PRQWK
IURP�&RORPELD�WR�WKH�8QLWHG�6WDWHV��YLD�0H[LFR��SULPDULO\�LQ�FRQWDLQHUL]HG�FDUJR��7R�GDWH��WKLV
LQYHVWLJDWLRQ�KDV�\LHOGHG����DUUHVWV�LQ�WKH�8QLWHG�6WDWHV��0H[LFR��(FXDGRU��&RORPELD��DQG�RQ�WKH
KLJK�VHDV��$OVR�������PHWULF�WRQV�RI�FRFDLQH�KDYH�EHHQ�VHL]HG��,W�LV�DQWLF LSDWHG�WKDW�WKH����GHIHQGDQWV
FXUUHQWO\�LQFDUFHUDWHG�LQ�&RORPELD�ZLOO�EH�H[WUDGLWHG�WR�WKH�8QLWHG�6WDWHV�GXULQJ������

'($�LQ�$UJHQWLQD�VSHDUKHDGHG�D�\HDU�ORQJ�LQYHVWLJDWLRQ�WKDW�OHG�WR�WKH�GLVPDQWOLQJ�RI�WKH
&RORPELDQ�EDVHG�'HVV\�+,*8(5$�0RUHQR�KHURLQ�WUDIILFNLQJ�RUJDQL]DWLRQ��7KLV�PXOWL�QDWLRQDO
LQYHVWLJDWLRQ�UHVXOWHG�LQ�WKH�LGHQWLILFDWLRQ�RI����RUJDQL]DWLRQDO�PHPEHUV�����RI�ZKRP�DUH�LQ�FXVWRG\�
,QGLFWPHQWV�RI�IRXU�XSSHU�WLHU�PHPEHUV�RI�WKLV�RUJDQL]DWLRQ�ZHUH�KDQGHG�GRZQ�LQ�WKH�6RXWKHUQ
'LVWULFW�RI�)ORULGD�DQG�H[WUDGLWLRQ�SURFHHGLQJV�WR�WKH�8QLWHG�6WDWHV�DUH�XQGHUZD\�

'XULQJ�WKH�FRXUVH�RI�WKH�WUDQV�FRQWLQHQWDO�LQYHVWLJDWLRQ�DJDLQVW�WKH�,YDQ�'H�/D�9(*$�RUJDQL]DWLRQ
IURP�%DUUDQTXLOOD��&RORPELD��ODZ�HQIRUFHPHQW�DXWKRULWLHV�LQ�9HQH]XHOD��(XURSH��WKH�8QLWHG�6WDWHV�
DQG�RQ�WKH�KLJK�VHDV�VHL]HG����WRQV�RI�FRFDLQH��'H�/D�9(*$�WUDQVSRUWHG�PXOWL�WRQ�VKLSPHQWV�RI
FRFDLQH�SURGXFHG�LQ�&RORPELD�YLD�ODQG�LQWR�9HQH]XHOD��,Q�9HQH]XHOD��WKH�FRFDLQH�ZDV�VWRUHG�XQWLO�LW
ZDV�ORDGHG�RQWR�PHUFKDQW�VKLSV�IRU�WUDQVSRUW�WR�FULPLQDO�RUJDQL]DWLRQV�LQ�WKH�8QLWHG�6WDWHV��*UHHFH�
DQG�,WDO\��,Q�D�FDUHIXOO\�SODQQHG��WDNH�GRZQ�������WRQV�RI�FRFDLQH�ZHUH�VHL]HG�DQG����VXVSHFWV�ZHUH
DUUHVWHG�LQ�9HQH]XHOD��LQFOXGLQJ�'H�/D�9(*$�ZKR�ZDV�LPPHGLDWHO\�H[SHOOHG�WR�IDFH�FKDUJHV�LQ�WKH
8QLWHG�6WDWHV��,Q�WRWDO�����DUUHVWV�ZHUH�PDGH�ZRUOGZLGH�



'($�LQ�%ROLYLD�DQG�%ROLYLDQ�FRXQWHUSDUWV�GLVPDQWOHG�WKH�/RUJLR�6$$9('5$�RUJDQL]DWLRQ��ZKLFK
SURGXFHG�DQG�GLVWULEXWHG�PXOWL�KXQGUHG�NLORJUDP�VKLSPHQWV�RI�FRFDLQH�EDVH�WKURXJKRXW�%ROLYLD�
%UD]LO��3HUX�DQG�$UJHQWLQD��8WLOL]LQJ�XQGHUFRYHU�DQG�H[WHQVLYH�VXUYHLOODQFH�WHFKQLTXHV�
6$$9('5$�DQG�ILYH�PHPEHUV�RI�WKLV�RUJDQL]DWLRQ�ZHUH�DUUHVWHG�DQG�����NLORJUDPV�RI�FRFDLQH�EDVH
ZHUH�VHL]HG�

'($�LQYHVWLJDWLRQV�OHG�WR�WKH�LGHQWLILFDWLRQ�LQ�+RQJ�.RQJ�6SHFLDO�$GPLQLVWUDWLYH�5HJLRQ��6$5�
EDQN�DFFRXQWV�FRQWUROOHG�E\�VKHOI�FRPSDQLHV�LQ�3DQDPD�RI�DSSUR[LPDWHO\������������LQ�DVVHWV�RI�D
&RORPELDQ�GUXJ�WUDIILFNHU�LQGLFWHG�LQ�WKH�8QLWHG�6WDWHV��)XUWKHU�LQYHVWLJDWLRQ�E\�WKH�+RQJ�.RQJ
DXWKRULWLHV�DQG�'($�LQ�+RQJ�.RQJ�DQG�&RORPELD�UHVXOWHG�LQ�WKH�UHFRYHU\�RI�GUXJ�WUDIILFNLQJ
SURFHHGV�LQ�WKH�DPRXQW�RI�������������UHSUHVHQWLQJ�WKH�VHFRQG�ODUJHVW�UHFRYHU\�E\�WKH�+RQJ�.RQJ
6$5�JRYHUQPHQW�VLQFH�WKH�SDVVDJH�RI�WKH�'UXJ�7UDIILFNLQJ�2UGLQDQFH�LQ������

$Q�H[WHQVLYH�FRPPXQLFDWLRQV�QHWZRUN�ZDV�XVHG�WR�IDFLOLWDWH�FRRUGLQDWLRQ�DQG�WKH�IORZ�RI�DFWLRQDEOH
LQWHOOLJHQFH�RQ�WZR�ODUJH�PXOWL�QDWLRQDO�RSHUDWLRQV�LQYROYLQJ�FRXQWULHV�RI�&HQWUDO�DQG�6RXWK�$PHULFD
DQG�WKH�&DULEEHDQ��2SHUDWLRQ�&RQTXLVWDGRU��0DUFK��������������LQYROYHG����FRXQWULHV�IURP�WKLV
UHJLRQ�DQG�2SHUDWLRQ�/LEHUWDGRU��2FWREHU����1RYHPEHU�����������LQYROYHG����FRXQWULHV�IURP�WKH
UHJLRQ��%RWK�RSHUDWLRQV�ZHUH�HVWDEOLVKHG�WR�GHYHORS�D�FRKHVLYH�FRRSHUDWLYH�HQYLURQPHQW�EHWZHHQ
VRXUFH�DQG�WUDQVLW�QDWLRQV��FRQVROLGDWH�FRXQWHUGUXJ�DFWLYLWLHV�LQ�WKH�&DULEEHDQ��DQG�FRQWLQXH
GHYHORSPHQW�RI�D�FRPSUHKHQVLYH�UHJLRQDO�VWUDWHJ\�DQG�GLVUXSWLRQ�RI�GUXJ�WUDIILFNLQJ�DFWLYLWLHV�

8QGHU�WKH�DXVSLFHV�RI��2SHUDWLRQ�/LEHUWDGRU��WZR�7HJXFLJDOSD�&RXQWU\�2IILFH�DJHQWV��DORQJ�ZLWK
+RQGXUDQ�FRXQWHUSDUWV��ZHUH�SDUW�RI�D�WZHQW\�PDQ�WHDP�PRELOH�FKHFNSRLQW�DW�/DV�0DQRV��DORQJ�WKH
+RQGXUDQ�1LFDUDJXDQ�ERUGHU��7KH�WHDP�ZDV�HVVHQWLDO�LQ�WKH�VHL]XUH�RI�����NLORJUDPV�RI�FRFDLQH
KLGGHQ�ZLWKLQ�WKH�IDOVH�EHG�RI�D�SLFN�XS�WUXFN�DQG�LQVLGH�D�WUDFWRU�WUDLOHU��7KH�DUUHVW�RI�VHYHQ
*XDWHPDODQV�ZDV�DWWULEXWHG�WR�WKHVH �VHL]XUHV�

'($�/LPD�&RXQWU\�2IILFH�FRQWLQXHG�LWV�ORQJ�WHUP�LQYHVWLJDWLRQ�ZLWK�WKH�6,8�WDUJHWLQJ�&RORPELDQ
QDWLRQDOV�LQYROYHG�LQ�WKH�FROOHFWLRQ��GLVWULEXWLRQ��DQG�H[SRUWDWLRQ�RI�PXOWL�KXQGUHG�TXDQWLWLHV�RI
FRFDLQH�LQ�3HUX��7KH�LQYHVWLJDWLRQ�FXOPLQDWHG�ZLWK�WKH�DUUHVW�RI����VXEMHFWV��LQFOXGLQJ�WHQ�&RORPELDQ
FLWL]HQV�DQG�RQH�'XWFK�QDWLRQDO��DQG�WKH�VHL]XUH�RI�����NLORJUDPV�RI�FRFDLQH�+&O��7KH�6,8�LQ
&RORPELD�FRQWULEXWHG�WR�WKH�LQYHVWLJDWLRQ�E\�SURYLGLQJ�LQIRUPDWLRQ�WKDW�UHVXOWHG�LQ�WKH�SRVLWLYH
LGHQWLILFDWLRQ�RI�&RORPELDQ�YLRODWRUV�RSHUDWLQJ�LQ�3HUX�

7KH�6DQWLDJR�&RXQWU\�2IILFH�DQG�WKH�/D�3D]�&RXQWU\�2IILFH��ZRUNLQJ�FRRSHUDWLYHO\�ZLWK�SROLFH
FRXQWHUSDUWV��H[HFXWHG�VLPXOWDQHRXV�VHDUFK�DQG�DUUHVW�ZDUUDQWV�LQ�%ROLYLD�DQG�&KLOH�DV�SDUW�RI�D
FRRSHUDWLYH�RSHUDWLRQ�DJDLQVW�%ROLYLDQ�PLQLQJ�FRPSDQ\��7LHUUD�/LPLWDGD��,W�LV�HVWLPDWHG�WKDW�WKH�7LHUUD
/LPLWDGD�2UJDQL]DWLRQ�ZDV�UHVSRQVLEOH�IRU�WKH�FKHPLFDO�GLYHUVLRQ�RI�DW�OHDVW����PLOOLRQ�NLORJUDPV�RI
VXOIXULF�DFLG��2YHU�����%ROLYLDQ�DQG�&KLOHDQ�ODZ�HQIRUFHPHQW�RIILFLDOV�WDUJHWHG�QLQH�ORFDWLRQV�LQ
%ROLYLD�DQG�IRXU�ORFDWLRQV�LQ�&KLOH�IRU�VLPXOWDQHRXV�HQIRUFHPHQW�DFWLRQV��7LHUUD�/LPLWDGD�LQ�%ROLYLD
DQG�WZR�FKHPLFDO�FRPSDQLHV�LQ�&KLOH�ZHUH�FORVHG�GRZQ��DQG�HLJKW�LQGLYLGXDOV�KDYH�EHHQ�DUUHVWHG�LQ
%ROLYLD�DQG�VHYHQ�LQ�&KLOH�

'($�LQ�WKH�'RPLQLFDQ�5HSXEOLF�DQG�3XHUWR�5LFR��LQ�FRRUGLQDWLRQ�ZLWK�'RPLQLFDQ�DXWKRULWLHV�
FRQGXFWHG�DQ�LQYHVWLJDWLRQ�RI�WKH�0DULWLQH�3$8/,12�&$6752�WUDIILFNLQJ�RUJDQL]DWLRQ��7KLV
RUJDQL]DWLRQ�ZDV�LQYROYHG�LQ�WUDQVSRUWLQJ�PXOWL�KXQGUHG�NLORJUDP�VKLSPHQWV�RI�FRFDLQH�IURP�&RORPELD
WR�WKH�8QLWHG�6WDWHV�YLD�WKH�'RPLQLFDQ�5HSXEOLF��3$8/,12�&$6752�DQG����PHPEHUV�RI�KLV
RUJDQL]DWLRQ�ZHUH�DUUHVWHG�LQ�WKH�'RPLQLFDQ�5HSXEOLF�DQG�DQ�DGGLWLRQDO����ZHUH�DUUHVWHG�LQ�3XHUWR
5LFR�

'($�DQG�FRXQWHUSDUWV�LQ�(FXDGRU��&RORPELD��$UJHQWLQD��DQG�WKH�8QLWHG�6WDWHV�FRQGXFWHG�D
UHJLRQDO�LQYHVWLJDWLRQ�RI�WKH�6HUJLR�$1'5(6�0LQR�RUJDQL]DWLRQ��ZKLFK�RSHUDWHG�LQ�WKHVH�FRXQWULHV
WUDQVSRUWLQJ�&RORPELDQ�KHURLQ�WR�1HZ�<RUN��0RUH�WKDQ����NLORJUDPV�RI�KHURLQ�ZHUH�VHL]HG�LQ�(FXDGRU
DQG�DQ�DGGLWLRQDO����ZHUH�VHL]HG�LQ�WKH�8QLWHG�6WDWHV��7KLV�PXOWL�QDWLRQDO�FRRSHUDWLYH�HIIRUW�UHVXOWHG
LQ�WKH�DUUHVW�RI�$1'5(6�0LQR�DQG�WKH�SULQFLSDO�PHPEHUV�RI�KLV�RUJDQL]DWLRQ�

'($�DVVLVWHG�LQ�WKH�VHL]XUH�RI������NLORJUDPV�RI�FRFDLQH�DQG�WKH�DUUHVW�RI�WKUHH�LQGLYLGXDOV�LQ�5XVVLD�
$�������SRXQG�VWHHO�PROG�VHL]HG�LQ�0LDPL�ZDV�WUDQVSRUWHG�YLD�D�FRQWUROOHG�GHOLYHU\�WR�D�ZDUHKRXVH�LQ
0RVFRZ��$UUHVWV�ZHUH�PDGH�ZKHQ�WKH�LQGLYLGXDOV�EHJDQ�GLVPDQWOLQJ�WKH�PROG��,Q�WKH�IROORZ�XS�RI�WKLV
LQYHVWLJDWLRQ��5XVVLDQ�DXWKRULWLHV�VHL]HG�������SRXQGV�RI�PHWKDTXDORQH�SRZGHU�

7KH�%UDVLOLD�&RXQWU\�2IILFH�DQG�%UD]LOLDQ�DXWKRULWLHV�FRQGXFWHG�DQ�LQYHVWLJDWLRQ�RI�D�PXOWLIDFHWHG
FULPLQDO�RUJDQL]DWLRQ�RSHUDWLQJ�LQ�%UD]LO��5DLGV�LQ�%UD]LO�QHWWHG����DUUHVWV��WKH�VHL]XUH�RI�DSSUR[LPDWHO\
����PLOOLRQ�GROODUV�RI�FRXQWHUIHLW�8�6��FXUUHQF\�DQG�����NLORJUDPV�RI�FRFDLQH�

,QIRUPDWLRQ�VKDUHG�EHWZHHQ�WKH�*XDWHPDOD�&RXQWU\�2IILFH�DQG�FRXQWHUSDUWV�UHVXOWHG�LQ�WKH�VHL]XUH



RI�����NLORJUDPV�RI�FRFDLQH�FRQFHDOHG�LQ�HOHFWULFDO�WUDQVIRUPHUV�DV�ZHOO�DV�WKH�EUHDN�XS�RI�D�ODUJH�GUXJ
WUDIILFNLQJ�ULQJ�ORFDWHG�LQ�WKH�*XDWHPDOD�&LW\�,QWHUQDWLRQDO�$LUSRUW�

$�MRLQW�LQYHVWLJDWLRQ�EHWZHHQ�WKH�'($�0LDPL�)LHOG�'LYLVLRQ��'($�LQ�6SDLQ��DQG�3RUWXJXHVH
DXWKRULWLHV�OHG�WR�WKH�DUUHVW�RI�IRXU�LQGLYLGXDOV�DQG�WKH�VHL]XUH�RI�������NLORJUDPV�RI�FRFDLQH�WKDW�KDG
EHHQ�VKLSSHG�WR�3RUWXJDO�IURP�&RORPELD�YLD�9HQH]XHOD�DQG�5RWWHUGDP�

,Q�)HEUXDU\�������WKH�%ULGJHWRZQ��%DUEDGRV�&RXQWU\�2IILFH�SDUWLFLSDWHG�LQ�WKH�WUDQVSRUWDWLRQ�RI
&KDUOHV�0LOOHU�WR�WKH�8QLWHG�6WDWHV�WR�VWDQG�WULDO�LQ�6RXWK�)ORULGD�RQ�GUXJ�WUDIILFNLQJ�FKDUJHV��0U�
0LOOHU�RSHUDWHG�IURP�WKH�&DULEEHDQ�LVODQG�RI�6W��.LWWV�DQG�ZDV�UHVSRQVLEOH�IRU�VHQGLQJ�PXOWL�KXQGUHG
NLORJUDP�VKLSPHQWV�RI�FRFDLQH�WR�WKH�8QLWHG�6WDWHV��+H�ZDV�FRQYLFWHG�RQ�'HFHPEHU����������DQG�LV
FXUUHQWO\�DZDLWLQJ�VHQWHQFLQJ�

,QWHOOLJHQFH�*DWKHULQJ

'($�FRRUGLQDWHV�LQWHOOLJHQFH�ZRUOGZLGH�RQ�WKH�FXOWLYDWLRQ�DQG�PDQXIDFWXUH�RI�LOOLFLW�VXEVWDQFHV��WKH
VDOH�RI�SUHFXUVRU�FKHPLFDOV�IRU�PDNLQJ�LOOLFLW�GUXJV��DQG�WKH�WUDQVSRUWDWLRQ�URXWHV�RI�WKHVH�GUXJV�LQWR
WKH�8QLWHG�6WDWHV��7KH�IROORZLQJ�DFWLYLWLHV�GHPRQVWUDWH�WKH�EUHDGWK�RI�'($�LQYROYHPHQW�ZRUOGZLGH�

6XEVHTXHQW�WR�LQWHOOLJHQFH�IURP�WKH�/RV�$QJHOHV�)LHOG�'LYLVLRQ�DQG�7KH�+DJXH��1HWKHUODQGV�&RXQWU\
2IILFH��'XWFK�DXWKRULWLHV�VHL]HG�����PLOOLRQ�WDEOHWV�RI�0'0$�DQG�D�SRXQG�RI�FRFDLQH��7KH\�DOVR
DUUHVWHG�D�'($�IXJLWLYH�ZKR�KDG�HOXGHG�8�6��DXWKRULWLHV�VLQFH�WKHLU�VHL]XUH�RI�����PLOOLRQ�WDEOHWV�RI
0'0$�WZR�PRQWKV�SULRU�

'($�DQG�ODZ�HQIRUFHPHQW�DJHQFLHV�LQ�*UHHFH��&RORPELD��9HQH]XHOD��6SDLQ��,WDO\��(QJODQG��DQG
)UDQFH�VKDUHG�LQWHOO LJHQFH�LQ�DQ�LQWHUQDWLRQDO�PDULWLPH�VPXJJOLQJ�LQYHVWLJDWLRQ��7KH�LQYHVWLJDWLRQ
IRFXVHG�RQ�&RORPELDQ�GUXJ�WUDIILFNHUV��7KH�+HOOHQLF�1DWLRQDO�3ROLFH�DUUHVWHG�VL[�VXVSHFWV�LQ�*UHHFH�
:LWK�LQWHOOLJHQFH�JDWKHUHG�E\�WKH�$WKHQV�&RXQWU\�2IILFH��9HQH]XHODQ�DXWKRULWLHV�DSSUHKHQGHG���
VXVSHFWV��LQFOXGLQJ�D�UHSXWHG�&RORPELDQ�GUXJ�VKLSSHU�DFWLQJ�DV�WKH�PDVWHUPLQG�EHKLQG�WKH�RSHUDWLRQV�
DQG�VHL]HG�DSSUR[LPDWHO\�VHYHQ�DQG�D�KDOI�WRQV�RI�FRFDLQH�

'($�&RXQWU\�2IILFHV�LQ�0H[LFR�DQG�WKURXJKRXW�&HQWUDO�$PHULFD�FRQWLQXHG�WR�VXSSRUW��GHYHORS�
DQG�LPSURYH�WKH�LQWHOOLJHQFH�FROOHFWLRQ��DQDO\VLV��DQG�H[FKDQJH�RI�HDFK�UHVSHFWLYH�FRXQWU\
V�-RLQW
,QWHOOLJHQFH�&RRUGLQDWLRQ�&HQWHU��-,&&���7KLV�KDV�LQFOXGHG�LQVWDOOLQJ�IUHLJKW�WUDFNLQJ�VRIWZDUH�
FRQVWUXFWLRQ�RI�QHZ�LQVSHFWLRQ�VWDWLRQV��SURYLGLQJ�LQWHOOLJHQFH�FROOHFWLRQ�DQG�SURFHVVLQJ�JXLGDQFH��DQG
IRVWHULQJ�LQWHUDJHQF\�FRRSHUDWLRQ�DQG�LQWHOOLJHQFH�VKDULQJ��7KLV�KDV�DOORZHG�WKH�-,&&V�WR�VKDUH�DQG
FROOHFW�LQWHOOLJHQFH�ZLWK�WKH�(O�3DVR�,QWHOOLJHQFH�&HQWHU��(3,&���RWKHU�ORFDO�ODZ�HQIRUFHPHQW�DJHQFLHV�
DQG�WKHLU�UHVSHFWLYH�&RXQWU\�2IILFHV�

,QIRUPDWLRQ�SURYLGHG�WR�WKH�&URDWLDQ�1DWLRQDO�3ROLFH
V�'UXJ�8QLW�E\�'($�LQ�$XVWULD�UHVXOWHG�LQ�WKH
VHL]XUH�RI�����NLORJUDPV�RI�FRFDLQH�RQ�D�YHVVHO��7KH�YHVVHO�ZDV�VHDUFKHG�ZLWK�QR�VXFFHVV��D�VHFRQGDU\
VHDUFK�E\�D�&URDWLDQ�GLYH�WHDP�ORFDWHG�DQ�XQGHUZDWHU�FRPSDUWPHQW�ZKHUH�WKH\�GLVFRYHUHG�WKH
FRFDLQH�

,QWHOOLJHQFH�LQIRUPDWLRQ�IURP�7KH�+DJXH�&RXQWU\�2IILFH�DQG�1HZ�<RUN�)LHOG�'LYLVLRQ�OHG�WR�WKH
DUUHVW�LQ�6SDLQ�RI�D�'($�IXJLWLYH�ZKR�ZDV�ZDQWHG�LQ�WKH�6RXWKHUQ�'LVWULFW�RI�1HZ�<RUN�RQ�FKDUJHV�RI
FRQVSLUDF\�WR�LPSRUW���������WDEOHWV�RI�0'0$�IURP�$PVWHUGDP�WR�1HZ�<RUN�

'($�LQ�+DLWL�KDV�EHHQ�JDWKHULQJ�LQWHOOLJHQFH�RQ�URXWHV��PHWKRGRORJLHV�DQG�RUJDQL]DWLRQV�FRQGXFWLQJ
PDULWLPH�GUXJ�WUDIILFNLQJ�LQWR�DQG�WKURXJK�+DLWL��7KLV�LQWHOOLJHQFH�UHVXOWHG�LQ�WKH�LQWHUFHSWLRQ�RI�D
YHVVHO�����PLOHV�VRXWK�RI�3XHUWR�5LFR�DQG�WKH�VHL]XUH�RI�������NLORJUDPV�RI�FRFDLQH��)RXUWHHQ
FUHZPHPEHUV�ZHUH�DUUHVWHG�DQG�ZLOO�EH�SURVHFXWHG�LQ�3XHUWR�5LFR�

$V�D�UHVXOW�RI�LQWHOOLJHQFH�SURYLGHG�E\�'($�1LFDUDJXD��WKH�1LFDUDJXDQ�1DWLRQDO�3ROLFH�VHL]HG����
NLORJUDPV�RI�FRFDLQH�DQG�DUUHVWHG�WZR�LQGLYLGXDOV�FRQQHFWHG�WR�D�PDMRU�GUXJ�WUDIILFNLQJ�RUJDQL]DWLRQ�

&RRUGLQDWH�7UDLQLQJ�3URJUDPV�IRU�+RVW�&RXQWU\�3ROLFH�$JHQFLHV

'($
V�LQWHUQDWLRQDO�WUDLQLQJ�DFWLYLWLHV�DUH�FRQGXFWHG�LQ�FRRUGLQDWLRQ�ZLWK�'($
V�IRUHLJQ�RIILFHV��8�6�
0LVVLRQV��DQG�WKH�'HSDUWPHQW�RI�6WDWH��,QWHUQDWLRQDO�1DUFRWLFV�DQG�/DZ�(QIRUFHPHQW�$IIDLUV��7KH�IXOO
UDQJH�RI�WKH�LQWHUQDWLRQDO�DQWLQDUFRWLFV�WUDLQLQJ�SURJUDP�LV�DGGUHVVHG�LQ�WKH�,QWHUQDWLRQDO�7UDLQLQJ
6HFWLRQ�

,QVWLWXWLRQ�%XLOGLQJ�DQG�)RUHLJQ�/LDLVRQ

'($�$JHQWV�HVWDEOLVK�FORVH�UHODWLRQVKLSV�DQG�QHWZRUNV�ZLWK�WKHLU�FRXQWHUSDUWV�WKDW�IRVWHU�FRRSHUDWLRQ



LQ�LQWHUQDWLRQDO�GUXJ�ODZ�HQIRUFHPHQW��'($�$JHQWV�PHHW�ZLWK�WKHLU�FRXQWHUSDUWV�WR�GLVFXVV�SROLF\�DQG
OHJLVODWLYH�LVVXHV�DQG�SURYLGH�DVVLVWDQFH�LQ�GHYHORSLQJ�GUXJ�FRQWURO�ODZV�DQG�UHJXODWLRQV��'($�DOVR
SURYLGHV�WUDLQLQJ�DQG�PDWHULDO�VXSSRUW�WR�IRUHLJQ�ODZ�HQIRUFHPHQW�SDUWQHUV�WR�KHOS�WKHP�FRPEDW�PDMRU
GUXJ�WUDIILFNLQJ�RUJDQL]DWLRQV�DQG�WKH�SURGXFWLRQ�DQG�WUDQVSRUWDWLRQ�RI�LOOLFLW�GUXJV��7KH�DFWLYLWLHV
GHVFULEHG�EHORZ�DUH�UHSUHVHQWDWLYH�RI�'($V�HIIRUWV�LQ�IRUHLJQ�OLDLVRQ�DQG�LQVWLWXWLRQ�EXLOGLQJ�DFWLYLWLHV�

,Q�$SULO�������'($�VSRQVRUHG�WKH���WK�DQQXDO�,QWHUQDWLRQDO�'UXJ�(QIRUFHPHQW�&RQIHUHQFH��,'(&��
$W�WKH�FRQIHUHQFH��VHQLRU�GUXJ�ODZ�HQIRUFHPHQW�RIILFLDOV�IURP����PHPEHU�FRXQWULHV�WKURXJKRXW�WKH
:HVWHUQ�+HPLVSKHUH�DQG�REVHUYHUV�IURP�(XURSH��$VLD��DQG�$XVWUDOLD�PHW�WR�GLVFXVV�DQG�H[FKDQJH
LQVLJKWV�RQ�FRXQWHU�QDUFRWLFV�HQIRUFHPHQW�DFWLYLWLHV��3UHVHQWHUV�GHVFULEHG�WKHLU�FRXQWHU�QDUFRWLFV�ODZ
HQIRUFHPHQW�VWUDWHJLHV�DQG�VKDUHG�OHVVRQV�OHDUQHG�IURP�PXOWLODWHUDO�LQYHVWLJDWLRQV�DQG�RSHUDWLRQV�
0HPEHUV�DGRSWHG�LQLWLDWLYHV�SHUWDLQLQJ�WR�WKH�GHYHORSPHQW�RI�UHJLRQDO�PXOWLQDWLRQDO�HQIRUFHPHQW
LQYHVWLJDWLRQV�DQG�RSHUDWLRQV�WDUJHWLQJ�PDMRU�GUXJ�WUDIILFNHUV�LQ�WKH�KHPLVSKHUH��7KH\�DOVR�DGRSWHG
LQLWLDWLYHV�IRU�LQFUHDVHG�HQIRUFHPHQW�DQG�UHJXODWRU\�DFWLRQ�WR�UHGXFH�WKH�XVH�RI�JHQHUDO�DYLDWLRQ�IRU
WUDIILFNLQJ�SXUSRVHV��7KH�FRQIHUHQFH��KRVWHG�E\�WKH�8QLWHG�6WDWHV��SURYLGHG�D�IRUXP�IRU�WKH�GHOHJDWHV
WR�H[FKDQJH�LQIRUPDWLRQ�DQG�EXLOG�SHUVRQDO�UHODWLRQVKLSV�WKDW�DUH�NH\�WR�HQKDQFLQJ�FORVHU�FRRUGLQDWLRQ
DPRQJ�ODZ�HQIRUFHPHQW�DJHQFLHV�

)ROORZLQJ�H[WHQVLYH�HIIRUWV�E\�WKH�0H[LFR�&LW\�&RXQWU\�2IILFH�DQG�RWKHUV��WKH�0H[LFDQ�6XSUHPH
&RXUW�UXOHG�WKDW�0H[LFDQ�QDWLRQDOV�FRXOG�EH�H[WUDGLWHG�SXUVXDQW�WR�WKH�8�6��0H[LFR�([WUDGLWLRQ
7UHDW\��7KLV�GHFLVLRQ��LPSDFWLQJ�QR�OHVV�WKDQ����RXWVWDQGLQJ�DSSHOODWH�FDVHV��UHVROYHV�D�SHUFHLYHG
FRQWUDGLFWLRQ�EHWZHHQ�WKH�0H[LFDQ�3HQDO�&RGH�DQG�WKH�H[WUDGLWLRQ�WUHDW\�RQ�ZKHWKHU�0H[LFDQ�FLWL]HQV
KDG�WR�VWDQG�WULDO�LQ�0H[LFR�IRU�FULPHV�FRPPLWWHG�DEURDG�RU�ZHUH�VXEMHFW�WR�H[WUDGLWLRQ�RQO\�LQ
H[FHSWLRQDO�FDVHV��$V�RI�1RYHPEHU��������������SHUVRQV�LQ�0H[LFDQ�FXVWRG\�VWRRG�VXEMHFW�WR
H[WUDGLWLRQ�WR�WKH�8QLWHG�6WDWHV�EDVHG�RQ�8�6��SURYLVLRQDO�DUUHVW�ZDUUDQWV�DQG�H[WUDGLWLRQ�UHTXHVWV�

7KH�1LFRVLD��&\SUXV��&RXQWU\�2IILFH��WKURXJK�LWV�LQWHUDFWLRQV�DQG�H[FHOOHQW�ZRUNLQJ�UHODWLRQVKLS�ZLWK
LWV�FRXQWHUSDUWV��SOD\HG�D�SDUW�LQ�UDLVLQJ�VXSSRUW�IRU�WKH�QHZO\�HQDFWHG�PRQH\�ODXQGHULQJ�SURKLELWLRQ
ODZ�LQ�,VUDHO��7KH�ODZ�SURKLELWV�KROGLQJ��VHOOLQJ��UHFHLYLQJ��WUDQVIHUULQJ��DQG�EURNHULQJ�SURSHUW\�VXFK�DV
ODQG�RU�PRQH\�LQ�RUGHU�WR�FDPRXIODJH�WKH�VRXUFH�RI�WKH�IXQGV��RU�NQRZOHGJH�RI�WKH�VRXUFH��7KH�ODZ
DOVR�REOLJDWHV�HYHU\�SHUVRQ�HQWHULQJ�RU�H[LWLQJ�,VUDHO�WR�UHSRUW�DPRXQWV�RI�PRUH�WKDQ������������

$IWHU�PRUH�WKDQ�WKUHH�\HDUV�RI�GLVFXVVLRQ�DQG�QHJRWLDWLRQ�E\�'($�6LQJDSRUH��WKH�'HSDUWPHQW�RI
-XVWLFH��DQG�WKH�'HSDUWPHQW�RI�6WDWH��WKH�8�6��DQG�6LQJDSRUH�JRYHUQPHQWV�VLJQHG�D�ELODWHUDO�'UXJ
'HVLJQDWLRQ�$JUHHPHQW��7KH�DJUHHPHQW�IDFLOLWDWHV�WKH�H[FKDQJH�RI�LQIRUPDWLRQ�RQ�GUXJ�PRQH\
ODXQGHULQJ�VXVSHFWV�DQG�WDUJHWV�UHFLSURFDO�KRQRULQJ�RI�DVVHW�IRUIHLWXUH�UHTXHVWV��DQG�VKDULQJ�RI�DVVHWV�
7KURXJK�'($�DQG�6LQJDSRUH�ODZ�HQIRUFHPHQW�LQYHVWLJDWLYH�HIIRUWV��DSSUR[LPDWHO\�����PLOOLRQ�LQ�GUXJ
WUDIILFNLQJ�SURFHHGV�KDYH�EHHQ�LGHQWLILHG�DQG�IUR]HQ�LQ�6LQJDSRUH�EDQNV�IRU�VHL]XUH�IRUIHLWXUH�

7KH�$QWL�1DUFRWLFV�)RUFH��$1)��6,8�LQ�3DNLVWDQ�KDYH�VHL]HG����NLORJUDPV�RI�ZKLWH�KHURLQ��PRVWO\�DW
WKH�DLUSRUW��2QH�VHL]XUH�LQYROYHG�WKH�DUUHVW�RI����1LJHULDQV��DOO�LGHQWLILHG�DV��VZDOORZHUV���OHDGLQJ�WR
WKH�VHL]XUH�RI�D�WRWDO�RI����NLORJUDPV�RI�ZKLWH�KHURLQ��7KLV�LV�D�IDLUO\�QHZ�WUHQG�LQ�3DNLVWDQ�DQG�'($�LQ
3DNLVWDQ�LV�ZRUNLQJ�FORVHO\�ZLWK�WKH�$1)�WR�LGHQWLI\�DQG�DUUHVW�IXWXUH�FRXULHUV��$QRWKHU�VHL]XUH��IURP
DQ�XQGHUFRYHU�RSHUDWLRQ��LV�D�GLUHFW�UHVXOW�RI�WKH�VSHFLDOL]HG�WUDLQLQJ�$1)�RIILFHUV�LQ�WKH�6,8�UHFHLYH�

7KH�7HJXFLJDOSD�&RXQWU\�2IILFH�DVVLVWHG�+RQGXUDV�LQ�GUDIWLQJ�FKHPLFDO�GLYHUVLRQ�OHJLVODWLRQ��2QFH
DSSURYHG��LW�ZLOO�SURYLGH�WKH�+RQGXUDQ�ODZ�HQIRUFHPHQW�DJHQFLHV�ZLWK�WKH�DXWKRULW\�WR�PRQLWRU�WKH
GLYHUVLRQ�RI�HVVHQWLDO�FKHPLFDOV�DQG�SURVHFXWH�EXVLQHVVHV�QRW�IROORZLQJ�WKH�UHJXODWLRQV�

,Q�-DQXDU\�������DGYRFDWHG�E\�WKH�'($�0DQLOD�&RXQWU\�2IILFH��WKH�3KLOLSSLQH�3UHVLGHQW�LVVXHG
([HFXWLYH�2UGHU�1R������FUHDWLQJ�WKH�1DWLRQDO�'UXJ�/DZ�(QIRUFHPHQW�DQG�3UHYHQWLRQ�&RRUGLQDWLQJ
&HQWHU��7KH�3UHVLGHQW�YLHZV�WKH�'UXJ�&HQWHU�DV�WKH�QXFOHXV�IRU�WKH�QHZ�3KLOLSSLQH�'UXJ
(QIRUFHPHQW�$JHQF\��WR�EH�HVWDEOLVKHG�WKURXJK�OHJLVODWLRQ�H[SHFWHG�WR�SDVV�ODWHU�WKLV�\HDU�

7KH�*XDWHPDOD�&RXQWU\�2IILFH��*&2��KDV�KDG�DQ�LPSRUWDQW�UROH�LQ�SURYLGLQJ�OLDLVRQ�EHWZHHQ�WKH
8�6��0LVVLRQ��WKH�*RYHUQPHQW�RI�*XDWHPDOD��DQG�WKH�'LYLVLRQ�RI�$QWL�1DUFRWLFV�2SHUDWLRQV
�'2$1���7KH�*&2�KDV�ZRUNHG�FORVHO\�ZLWK�WKH�'2$1�DQG�JRYHUQPHQW�SROLF\�PDNHUV�WR�SXVK�IRUWK
QHZ�DJUHHPHQWV�DQG�OHJLVODWLRQ��7KH�*XDWHPDODQ�&RQJUHVV�DSSURYHG�D�RQH�\HDU�EODQNHW�DXWKRUL]DWLRQ
IRU�DOO�8�6��*RYHUQPHQW�PLOLWDU\�DQWLQDUFRWLFV�RSHUDWLRQV��*XDWHPDOD�DOVR�VLJQHG�WKUHH�GLVWLQFW�/HWWHUV
RI�$JUHHPHQW�ZLWK�WKH�8�6��*RYHUQPHQW�RQ�FRXQWHUQDUFRWLFV�DQG�GHPDQG�UHGXFWLRQ�

'($�&RXQWHUQDUFRWLFV�7UDLQLQJ�6WDWLVWLFV

3URJUDPV 1XPEHU�RI 1XPEHU�RI



3DUWLFLSDQWV 3URJUDPV

                           

7UDLQLQJ�LQ�8�6�                                 -‐‑                               -‐‑

�9HWWHG��7UDLQLQJ ��� �

                                                               -‐‑                                 -‐‑                               -‐‑

7UDLQLQJ�LQ�+RVW�&RXQWULHV                                 -‐‑                               -‐‑

,Q�&RXQWU\�'UXJ�(QIRUFHPHQW�6HPLQDU ��� ��

$GYDQFHG�'UXJ�(QIRUFHPHQW�6HPLQDU ��� �

,QW
O�$VVHW�)RUIHLWXUH�6HPLQDU ��� �

$LUSRUW�2SHUDWLRQV ��� �

6SHFLDOL]HG �� �

,/($ ��� �

7RWDO ����� ��
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2YHUYLHZ

&DPSDLJQ�67((/�:(%�LV�WKH�&RDVW�*XDUG
V�PXOWL\HDU�FDPSDLJQ�SODQ�WR�FRPEDW�WKH�G\QDPLF
PDULWLPH�GUXJ�WUDIILFNLQJ�WKUHDW�

6WUDWHJLF�&RQFHSW��7R�GHQ\�GUXJ�VPXJJOHUV�DFFHVV�WR�QRQ�FRPPHUFLDO�PDULWLPH�URXWHV�E\�D�VHTXHQFH�RI
FRRUGLQDWHG�RSHUDWLRQV�SODFLQJ�LQWHUGLFWLRQ�IRUFHV�LQ�KLJK�WKUHDW�DUHDV�RI�WKH�&DULEEHDQ�DQG�HDVWHUQ
3DFLILF��67((/�:(%�LV�IXOO\�DOLJQHG�ZLWK�*RDO����6KLHOG�$PHULFD
V�DLU��ODQG�DQG�VHD�IURQWLHUV�IURP�WKH
GUXJ�WKUHDW��DQG�*RDO����%UHDN�IRUHLJQ�DQG�GRPHVWLF�GUXJ�VRXUFHV�RI�VXSSO\��RI�WKH�1DWLRQDO�'UXJ
&RQWURO�6WUDWHJ\��1'&6���DQG�FRPSOHPHQWV�WKH�FRQWULEXWLRQV�RI�RXU�ODZ�HQIRUFHPHQW��&XVWRPV�
'($��ORFDO�/($V��DQG�'R'�SDUWQHUV�LQ�WKLV�HIIRUW�

6\VWHPDWLF�URXWH�GHQLDO��7KH�HPSOR\PHQW�RI�D��VXUJH�DQG�PDLQWDLQ��VWUDWHJ\�E\�FRPELQLQJ�D�ODUJH
QXPEHU�RI�VXUIDFH�DQG�DLU�DVVHWV�LQ�D��VXUJH��IRUFH��IRFXVHG�RQ�VWRSSLQJ�WKH�IORZ�RI�GUXJV�WKURXJK�D
KLJK�WKUHDW�WUDIILFNLQJ�DUHD��2QFH�WKDW�IORZ�LV�VLJQLILFDQWO\�UHGXFHG��WKH�VXUJH�HIIRUW�LV�UHGXFHG�WR�D
�PDLQWHQDQFH��IRUFH�RI�VXIILFLHQW�VL]H�WR�FRQWLQXH�WR�GHWHU�WUDIILFNHUV�IURP�XVLQJ�WKRVH�PDULWLPH
URXWHV��6XUJH�IRUFHV�DUH�WKHQ�IRFXVHG�RQ�DQRWKHU�KLJK�WKUHDW�WUDIILFNLQJ�DUHD�WR�GHQ\�GUXJ�VPXJJOHUV�WKH
XVH�RI�WKDW�URXWH�DQG�VR�IRUWK��WKHUHE\�UHVXOWLQJ�LQ�V\VWHPDWLF�URXWH�GHQLDO��6XUJH�RSHUDWLRQV�DUH
UHSHDWHG�LQ�D�KLJK�WKUHDW�GUXJ�WUDIILFNLQJ�DUHD�DV�UHTXLUHG�LI�LQWHOOLJHQFH�WUHQGV�LQGLFDWH�D�VKLIW�E\�GUXJ
VPXJJOHUV�EDFN�WR�WKDW�DUHD�

67((/�:(%�GHSHQGV�XSRQ�LQWHUQDWLRQDO�FRPELQHG�PDULWLPH�RSHUDWLRQV��3DUWQHULQJ�ZLWK�ODZ
HQIRUFHPHQW�RIILFLDOV�RI�RWKHU�QDWLRQV�KHOSV�GHYHORS�LQGLJHQRXV�LQWHUGLFWLRQ�IRUFHV��DQG�HQKDQFHV�WKH
FXPXODWLYH�LPSDFW�RI�LQWHUGLFWLRQ�HIIRUWV�GLUHFWHG�DW�GUXJ�WUDIILFNHUV�LQ�WKH�UHJLRQ��&RPELQHG
RSHUDWLRQV�ZLWK�RWKHU�QDWLRQV
�PDULWLPH�IRUFHV�DOVR�SURYLGH�SUDFWLFDO�WUDLQLQJ�IRU�DOO�SDUWLFLSDWLQJ
SHUVRQQHO�

&RPELQHG�2SHUDWLRQV

2SHUDWLRQ�&$5,%(�9(1785(��,QWHUQDWLRQDO�HIIRUW�WR�GHQ\�VPXJJOHUV�WKH�XVH�RI�PDULWLPH�URXWHV
DORQJ�WKH�LVODQGV�RI�WKH�HDVWHUQ�&DULEEHDQ��3DUWLFLSDWLQJ�QDWLRQV�DUH�WKH�86��)UDQFH��1HWKHUODQGV�
8QLWHG�.LQJGRP��7ULQLGDG�DQG�7REDJR��*UHQDGD��%DUEDGRV��6W��9LQFHQW�DQG�WKH�*UHQDGLQHV��6W��/XFLD�
'RPLQLFD��6W��.LWWV�DQG�1HYLV��'RPLQLFDQ�5HSXEOLF�DQG�$QWLJXD�%DUEXGD��'XULQJ�������WZR
&$5,%(�9(1785(�RSHUDWLRQV�ZHUH�FRQGXFWHG��HDFK�RI�DSSUR[LPDWHO\�ILYH�PRQWKV
�GXUDWLRQ�

2SHUDWLRQ�)5217,(5�/$1&(��$�8�6��+DLWL�'RPLQLFDQ�5HSXEOLF�HIIRUW�WR�GHQ\�VPXJJOHUV�WKH�XVH
RI�PDULWLPH�URXWHV�LQWR�+LVSDQLROD��ZKLFK�VHUYHV�DV�WKH�QH[W�VWHS�LQ�WKH�VXUJH�DQG�PDLQWDLQ�VWUDWHJ\�RI
&DPSDLJQ�67((/�:(%��7KLV�HIIRUW�UHPDLQHG�LQ�D�PDLQWHQDQFH�SKDVH�WKURXJKRXW������

2SHUDWLRQ�5,3�7,'(��$�FRPELQHG�8�6��-DPDLFD�*UDQG�&D\PDQV��8.��HIIRUW�WR�GHQ\�VPXJJOHUV�WKH
XVH�RI�PDULWLPH�VPXJJOLQJ�URXWHV�LQWR�-DPDLFD�DQG�WKH�&D\PDQ�,VODQGV��5,3�7,'(�ZDV�FRQGXFWHG
WZLFH�GXULQJ������

2SHUDWLRQ�&21-81726��$�8�6��3DQDPD�SURIHVVLRQDO�H[FKDQJH�DQG�FRPELQHG�ODZ�HQIRUFHPHQW
HIIRUW�LQ�WKH�WHUULWRULDO�VHDV�RI�3DQDPD��-XVW�RQH�&21-81726�ZDV�FRQGXFWHG�LQ�������)(%������WKH
UHPDLQGHU�ZHUH�FDQFHOOHG�EHFDXVH�RI�WKH�DEVHQFH�RI�D�9LVLWLQJ�)RUFHV�$JUHHPHQW��9)$��EHWZHHQ
3DQDPD�DQG�WKH�86�

2SHUDWLRQ�$//,('�675(1*7+��8�6��%HOL]H�FRPELQHG�RSHUDWLRQ�FRQGXFWHG�SHULRGLFDOO\�SXUVXDQW
WR�WKH�86�%+�FRXQWHUGUXJ�ELODWHUDO�DJUHHPHQW��7KLV�RSHUDWLRQ�ZDV�SUHYLRXVO\�FRQGXFWHG�LQ�VXSSRUW�RI
WKH�FRPELQHG�&(175$/�6.,(6�LQWHUDJHQF\�FDPSDLJQ��'($��86&6��'2'��LQ�&HQWUDO�$PHULFD��2QH
$//,('�675(1*7+�ZDV�FRQGXFWHG�HDUO\�LQ�������6LQFH�WKHQ��&RDVW�*XDUG�KDV�SDUWLFLSDWHG�LQ



VHYHUDO�DG�KRF�RSHUDWLRQV�ZLWK�%HOL]H�WR�H[HUFLVH�WKH�86�%+�ELODWHUDO�DJUHHPHQW�

2SHUDWLRQ�/,)(6$9(5��8�6��+RQGXUDV�FRPELQHG�RSHUDWLRQ�FRQGXFWHG�LQ�VXSSRUW�RI�&(175$/
6.,(6��0DULWLPH�FRXQWHUGUXJ�HIIRUW�LV�VXSSRUWHG�E\�0DULWLPH�3DWURO�$LUFUDIW��03$��SURYLGHG�E\
-,$7)�(DVW��DQG�FRPSOHPHQWV�D�86�+2�FRPELQHG�HIIRUW�HPSOR\LQJ�WKH�JURXQG�DQG�DLU�IRUFHV�RI�-7)
%UDYR��2SHUDWLRQ�6(*85,'$'��D�FRPELQHG�&RDVW�*XDUG�+RQGXUDQ�1DY\�PDULWLPH�FRXQWHUGUXJ
HIIRUW�LQGHSHQGHQW�RI�&(175$/�6.,(6��ZDV�DOVR�FRQGXFWHG�LQ�ODWH�������6XFFHVVIXO�RSHUDWLRQV
FRQWULEXWHG�WR�WKH�+RQGXUDQ�JRYHUQPHQW
V�UDWLILFDWLRQ�RI�WKH�86�+2�FRXQWHUGUXJ�ELODWHUDO�DJUHHPHQW�

2SHUDWLRQ�0$<$1�-$*8$5��8�6��*XDWHPDOD�FRPELQHG�RSHUDWLRQ�FRQGXFWHG�LQ�VXSSRUW�RI
&(175$/�6.,(6��2QH�0$<$1�-$*8$5�RSHUDWLRQ�ZDV�FRQGXFWHG�LQ������

2SHUDWLRQ�&+2.(+2/'��&RPELQHG�RSHUDWLRQV�ZLWK�&RVWD�5LFD��7KH�ILUVW�&+2.(+2/'�ZDV
FRQGXFWHG�LQ�HDUO\�������DQG�OHDG�WR�&RVWD�5LFD
V�ILUVW�HYHU�PDULWLPH�SROOXWLRQ�FDVH�SURVHFXWLRQ��VLQFH
WKHQ��QXPHURXV�RWKHU�RSHUDWLRQV�KDYH�EHHQ�FRQGXFWHG�ZLWK�&RVWD�5LFD��SXUVXDQW�WR�WKH�QHZ�86�&RVWD
5LFD�ELODWHUDO�DJUHHPHQW�

2SHUDWLRQ�6&,0,7$5��&RPELQHG�RSHUDWLRQ�ZLWK�WKH�%DKDPDV��7KLV�RSHUDWLRQ�ZDV�FRQGXFWHG�LQ�WKH
QRUWKHUQ�DQG�FHQWUDO�%DKDPDV��LQYROYLQJ�QHZ�%DKDPLDQ����PHWHU�SDWURO�ERDWV�DQG�5R\DO�%DKDPLDQ
'HIHQVH�)RUFH��5%')��VKLSULGHUV�HPEDUNHG�LQ�&RDVW�*XDUG�FXWWHUV�

2SHUDWLRQ�&87/$66��$QRWKHU�FRPELQHG�RSHUDWLRQ�ZLWK�WKH�%DKDPDV��FRQFHQWUDWLQJ�HIIRUW�RQ�WKH
VRXWKHUQ�%DKDPDV��7KLV�RSHUDWLRQ�LQYROYHG�8�6��1DY\�3DWURO�&RDVWDOV�ZLWK�&*�/('(7V��DV�ZHOO�DV
5%')
V�'UXJ�(QIRUFHPHQW�8QLW�

2SHUDWLRQ�%DKDPDV��7XUNV�DQG�&DLFRV��23%$7���$�0HPRUDQGXP�RI�8QGHUVWDQGLQJ�ZLWK�WKH�8.��WKH
%DKDPDV�DQG�7XUNV�DQG�&DLFRV�WR�FRPEDW�WUDIILFNLQJ�LQ�WKH�7XUNV�DQG�&DLFRV�DQG�WKH�%DKDPDV��86&*
FRQWULEXWHV�DLUFUDIW�DQG�DLUFUHZ�RQ�D�VWHDG\�VWDWH�EDVLV��$OVR�UHIHUUHG�WR�DV�WKH�75,3$57��WKH�8�6��LV�D
VLJQDWRU\�WR�WKH�028��VLJQHG�LQ�-8/�����86&*�GRHV�QRW�SURYLGH�ODZ�HQIRUFHPHQW�SHUVRQQHO�WR
23%$7��/DZ�HQIRUFHPHQW�LV�FDUULHG�RXW�E\�7ULSDUW�7HDP�0HPEHUV��770V���ZKR�DUH�HLWKHU�%DKDPLDQ
RU�7XUNV�DQG�&DLFRV�ODZ�HQIRUFHPHQW�DXWKRULWLHV��7KH�'($�SURYLGHV�/(�RIILFHUV��EXW�WKH\�RSHUDWH
RQO\�WR�DVVLVW�WKH�770V�DQG�GR�QRW�KDYH�ODZ�HQIRUFHPHQW�MXULVGLFWLRQ��,Q�������23%$7�IRUFHV��ZLWK
&RDVW�*XDUG�VXSSRUW��VHL]HG�������SRXQGV�RI�FRFDLQH���������SRXQGV�RI�PDULMXDQD��DUUHVWHG���
SHUVRQV�DQG�VHL]HG����YHVVHOV�

&RLQFLGHQWDO�,QWHUDFWLRQ�ZLWK�0H[LFR�

7KH�&RDVW�*XDUG�FRQGXFWV�FRLQFLGHQWDO�RSHUDWLRQV�ZLWK�WKH�0H[LFDQ�1DY\�LQ�WKH�*XOI�RI�0H[LFR�DQG
WKH�(DVWHUQ�3DFLILF�WR�DVVLVW�WKH�0;1$9�LQ�WKHLU�FRXQWHUGUXJ�HIIRUWV��,Q�������&RDVW�*XDUG�SURYLGHG
GLUHFW�VXSSRUW�LQ����FDVHV�UHVXOWLQJ�LQ����07�RI�FRFDLQH�VHL]HG��0RVW�VLJQLILFDQW�RI�WKHVH�ZHUH�WKH�)�9
9DOHULD�ZLWK���07��DQG�)�9�7RS�)OLJKW�ZLWK�����PHWULF�WRQV�

7KH�86�0H[LFR�,QWHUGLFWLRQ�:RUNLQJ�*URXS��,:*��LV�VSRQVRUHG�E\�WKH�+LJK�/HYHO �&RQWDFW�*URXS
�+/&*��DQG�JUHZ�IURP�WKH�ELODWHUDO�FRRSHUDWLRQ�H[SHULHQFHG�GXULQJ�PDULWLPH�LQWHUGLFWLRQV�LQ������
7KH�,:*�LV�WKH�QHZHVW�+/&*�ZRUNLQJ�JURXS�DQG�LV�EDVHG�RQ�D�0H[LFR�SURSRVDO�DFFHSWHG�E\�+/&*
LQ�1RYHPEHU�������86,&�OHDGV�WKH�8�6��VLGH�RI�-,$7)�(DVW��-,$7)�:HVW��&XVWRPV��&*'���&*'���
'($�DQG�WKH�1DUFRWLFV�$IIDLUV�6HFWLRQ��1$6��DW�WKH�8�6��(PEDVV\��0H[LFR�UHSUHVHQWDWLRQ�LQFOXGHV
)($'6��'($�HTXLYDOHQW���&(1'52����QDWLRQDO�FRXQWHUGUXJ�XQLW���65(��IRUHLJQ�PLQLVWU\���3)3
�)HGHUDO�3UHYHQWDWLYH�3ROLFH���'()(16$��$UP\���0$5,1$��1DY\��DQG�6&7��&DSWDLQ�RI�WKH
3RUW�0HUFKDQW�0DULQH���7KH�,:*�KDV�SURYHQ�WR�EH�D�WUHPHQGRXV�DVVHW�LQ�RXU�HIIRUWV�WR�HQKDQFH�&'
FRRSHUDWLRQ��7KH�,:*�KDV�IDFLOLWDWHG�LQLWLDWLYHV�VXFK�DV�WKH�86�0(;�&RPPXQLFDWLRQV�3ODQ�IRU�XVH�LQ
ODZ�HQIRUFHPHQW�LQWHUGLFWLRQ�RSHUDWLRQV��DQG�WKH�3RVW�6HL]XUH�$QDO\VLV�7UDLQLQJ�([HUFLVH�ZLWK�WKH
0(;1$9�DQG�WKH�)($'6�

,QWHUDFWLRQ�ZLWK�&RORPELD�

7KH�&RDVW�*XDUG�KDV�HQMR\HG�XQSUHFHGHQWHG�FRRSHUDWLRQ�LQ�PDULWLPH�LQWHUGLFWLRQ�WKLV�SDVW�\HDU
UHVXOWLQJ�LQ�WKH�VHL]XUH�RI�RYHU��������SRXQGV�RI�FRFDLQH�LQ�������7KH�8�6��&RORPELD�6KLSERDUGLQJ
$JUHHPHQW�DOORZV�WKH�8�6��WR�H[HUFLVH�MXULVGLFWLRQ�RYHU�&2�IODJJHG�YHVVHOV�ORFDWHG�RXWVLGH�WKH�&2
((=��LI�WKH�8�6��KDV�LQLWLDWHG�DQ�RQJRLQJ�LQYHVWLJDWLRQ��7KLV�KDV�VLJQLILFDQWO\�DLGHG�8�6��SURVHFXWLRQ�RI
PDMRU�GUXJ�WUDIILFNLQJ�RUJDQL]DWLRQV��7KH�&RORPELDQV�KDYH�DXWKRUL]HG�DOO����UHTXHVWV�IRU�86&*
ERDUGLQJV�RI�&RORPELDQ�IODJJHG�YHVVHOV�VLQFH�2FWREHU�������5HFHQW�VXFFHVVIXO�FRFDLQH�VHL]XUHV�DV�D
UHVXOW�RI�WKH�$JUHHPHQW�LQFOXGH�)�9�5(%(/'(���������OEV���)�9�/(<1(<'��������OEV���)�9
'28*/$6�,��������OEV���DQG�WZR�JR�IDVW�YHVVHOV��������OEV��



([HUFLVHV�DQG�7UDLQLQJ³,QWHUDFWLRQ�ZLWK�)RUHLJQ�*RYHUQPHQWV�

75$'(:,1'6����LV�DQ�DQQXDO�H[HUFLVH�FRQGXFWHG�LQ�WZR�SDUWV��D�JURXQG�SKDVH�DQG�D�PDULWLPH
SKDVH��7KH�PDULWLPH�SKDVH�LV�FRQGXFWHG�E\�WKH�86&*�DQG�IRFXVHV�RQ�HQKDQFLQJ�WKH�SDUWLFLSDWLQJ
QDWLRQV
�&RDVW�*XDUG�UHODWHG�PLVVLRQV���FDSDELOLWLHV�WKURXJK�XVH�RI�V\PSRVLD��HQJLQHHULQJ�VXSSRUW�DQG
XQGHUZD\�H[HUFLVHV�LQ�PDULWLPH�ODZ�HQIRUFHPHQW��0/(���VHDUFK�DQG�UHVFXH�DQG�PDULQH�HQYLURQPHQWDO
UHVSRQVH�GLVDVWHU�FRQWDLQPHQW��7KH�PDULWLPH�SKDVH�ZDV�FRQGXFWHG�GXULQJ�WZR�SHULRGV��WKH�ILUVW�SHULRG
ZDV�KRVWHG�E\�-DPDLFD����0DU�WR����$SU��2WKHUV�LQYROYHG�ZHUH�%DUEDGRV��%HOL]H��'RPLQLFDQ
5HSXEOLF��+DLWL�DQG�7ULQLGDG�	�7REDJR��7KH�VHFRQG�SHULRG�ZDV����WR����$SU�DQG�LQYROYHG�6W��/XFLD�DV
KRVW�FRXQWU\��$QWLJXD�	�%DUEXGD��%DUEDGRV��'RPLQLFD��*UHQDGD��*X\DQD��1HWKHUODQGV�$QWLOOHV��6W
.LWWV�1HYLV��6W�9LQFHQW�DQG�WKH�*UHQDGLQHV��DQG�WKH�8QLWHG�.LQJGRP�

7KH�8�6��&RDVW�*XDUG�SURYLGHV�EDVLF�DQG�DGYDQFHG�WUDLQLQJ�LQ�LWV�IRXU�FRUH�PLVVLRQ�DUHDV�RI�0DULWLPH
/DZ�(QIRUFHPHQW��0DULWLPH�6DIHW\��0DULQH�(QYLURQPHQWDO�3URWHFWLRQ�DQG�'HIHQVH�5HDGLQHVV�
6SHFLILF�VNLOO�VHWV�LQFOXGH�HQIRUFHPHQW�RI�ODZV�DQG�WUHDWLHV��FRXQWHUQDUFRWLFV��ILVKHULHV��VPXJJOLQJ��DOLHQ
LQWHUGLFWLRQ���VHD UFK�DQG�UHVFXH��PDULQH�HQYLURQPHQWDO�UHVSRQVH�DQG�SURWHFWLRQ��VDIHW\�DQG�VHFXULW\�RI
PDULQH�WUDQVSRUWDWLRQ��SRUWV��ZDWHUZD\V�DQG�VKRUH�IDFLOLWLHV��FRQWLQJHQF\�DQG�UHVSRQVH�SODQQLQJ��OHJDO
DXWKRULW\�DQG�MXULVGLFWLRQ��UHVRXUFH�PDQDJHPHQW�WR�LQFOXGH�EXGJHW�IRUPXODWLRQ�DQG�ZRUNIRUFH
SODQQLQJ��WUDLQLQJ�DQG�UHWHQWLRQ��DQG�QDWLRQDO�GHIHQVH�SUHSDUHGQHVV�

7KH�WUDLQLQJ�SURJUDP�GHYHORSPHQW�SURFHVV�EHJLQV�E\�ILUVW�DVVHVVLQJ�WKH�VWDWH�RI�WKH�SDUWQHU�QDWLRQ
V
PDULWLPH�SURJUDP��UHVRXUFHV�DQG�WKH�RUJDQL]DWLRQ�GHVLJQDWHG�DV�WKH�OHDG�IRU�WKLV�UHVSRQVLELOLW\��$
WDLORUHG��DQG�SRVVLEO\�MRLQW��WUDLQLQJ�SODQ�LV�WKHQ�GHYHORSHG�WR�PHHW�WKH�SDUWQHU�QDWLRQ
V�SURJUDP�JRDOV�
8OWLPDWHO\��LQ�FRXQWU\�WHDPV�KHOS�WKH�SDUWQHU�RUJDQL]DWLRQ�FDUU\�RXW�WKH�GHYHORSHG�WUDLQLQJ�SODQ�WR�WKH
SRLQW�RI�HVWDEOLVKHG�VHOI�VXIILFLHQF\��7KH�WHDP�FDQ�DVVLVW�D�FRXQWU\�LQ�DFKLHYLQJ�QDWLRQDO�PDULWLPH�JRDOV
LQ�QRQ�GHIHQVH�DUHDV�ZLWKLQ�WKH�8�6��&RDVW�*XDUG
V�DUHD�RI�H[SHUWLVH��6KRXOG�WKH�SDUWQHU�QDWLRQ�KDYH�D
PLVVLRQ�RU�LVVXH�WKDW�LV�FRYHUHG�E\�PXOWLSOH�8�6��DJHQFLHV��ZKLFK�LQFOXGHV�WKH�8�6��&RDVW�*XDUG��WKH
WHDP�OHDGHU�ZLOO�DVVLVW�LQ�DFTXLVLWLRQ�RI�SHUVRQQHO�IURP�RWKHU�8�6��DJHQFLHV��0LVVLRQ�DUHDV�DGGUHVVHG�E\
SUHYLRXV�&RDVW�*XDUG�DQG�MRLQW�WUDLQLQJ�WHDPV�LQFOXGH��HYDOXDWLRQ�RI�PDULWLPH�ODZ�HQIRUFHPHQW
SURJUDPV��GHYHORSPHQW�RI�PRGHO�SRUWV�UHODWLYH�WR�QDUFRWLFV�LQWHUYHQWLRQ��FUHDWLRQ�RI�DQ
LPSOHPHQWDWLRQ�SODQ�IRU�D�PXOWL�PLVVLRQ��PXOWL�DJHQF\�PDULWLPH�VHUYLFH�PDQDJHPHQW�PRGHO��DQG
GHYHORSPHQW�RI�WUDLQLQJ�SODQV�DQG�LQVWLWXWLRQV�IRU�PXOWL�DJHQF\�PDULQH�VDIHW\�DQG�PDULWLPH�ODZ
HQIRUFHPHQW�SURJUDPV�

7KH�IROORZLQJ�FKDUWV�VKRZ�DFWXDO�DQG�SURMHFWHG�WUDLQLQJ�DQG�DVVLVWDQFH�HYHQWV�IRU�)<���DQG�)<���

USCG Technical Assistance

)<����&RPSOHWHG�

&RXQWU\ &RXUVH�7LWOH 6WDUW
'DWH

)LQLVK
'DWH

)XQGLQJ
6RXUFH
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$QWLJXD��56678� 0DULWLPH�&RPPHUFH�&RQWURO��,QIUDVWUXFWXUH�'HYHORSPHQW

0RELOH�7UDLQLQJ�7HDP

���2FW��� ���6HS��� ,1/

$UXED &RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW�%RDUGLQJ

2IILFHU�0RELOH�7UDLQLQJ�7HDP

���0D\��� ���0D\��� 'LUHFW

$UXED &RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW�%RDUGLQJ

2IILFHU�0RELOH�7UDLQLQJ�7HDP
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%HQLQ (QJLQHHULQJ�/RJLVWLFV�DQG�$GPLQ�0RELOH�7UDLQLQJ�7HDP ���0DU��� ���0DU��� ,0(7

%ROLYLD 0DULWLPH�&RPPHUFH�&RQWURO��,QIUDVWUXFWXUH�'HYHORSPHQW

0RELOH�7UDLQLQJ�7HDP

���2FW��� ���6HS��� (PEDVV\

&RORPELD 6PDOO�%RDW�2SHUDWLRQV�0RELOH�7UDLQLQJ�7HDP ���1RY��� ���1RY��� ,1/

&RVWD�5LFD 3RUW�6HFXULW\��3RUW�9XOQHUDELOLW\�0RELOH�WUDLQLQJ�WHDP ���-XQ��� ���-XQ��� (PEDVV\

&URDWLD 0RGHO�0DULWLPH�6HUYLFH�&RGH�3KDVH�� ���6HS��� ���6HS��� ,0(7

&XUDFDR &RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW�%RDUGLQJ

2IILFHU�0RELOH�7UDLQLQJ�7HDP

���0D\��� ���0D\��� 'LUHFW

(FXDGRU &RXQWHU�'UXJ�7UDLQLQJ�6XSSRUW�0LVVLRQ ���0D\��� ���-XQ��� '2'C

(FXDGRU &RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW�%RDUGLQJ

2IILFHU�0RELOH�7UDLQLQJ�7HDP

���$XJ��� ���6HS��� ,0(7

(FXDGRU 5LYHULQH�2SHUDWLRQV�6XSSRUW�DQG�7UDLQLQJ ���)HE��� ���)HE��� '2'C

(FXDGRU 5LYHULQH�2SHUDWLRQV�6XSSRUW�DQG�7UDLQLQJ ���$SU��� ���$SU��� '2'C

)LML 0DULWLPH�1HHGV�$VVHVVPHQW ���0DU��� ���0DU��� ,0(7

)LML 0RGHO�0DULWLPH�6HUYLFH�&RGH�3KDVH�� ���0DU��� ���0DU��� ,0(7

*HRUJLD 0DULWLPH�&RPPHUFH�&RQWURO��,QIUDVWUXFWXUH�'HYHORSPHQW

0RELOH�7UDLQLQJ�7HDP

���2FW��� ���6HS��� 86&6

*UHHFH 0/(�,QVWUXFWRUV�&RXUVH�0RELOH�7UDLQLQJ�7HDP ���0D\��� ���0D\��� (8&20

*UHQDGD +XOO�0DLQWHQDQFH��&67� ���-XQ��� ���-XQ��� '2'

+DLWL 0DULWLPH�&RPPHUFH�&RQWURO��,QIUDVWUXFWXUH�'HYHORSPHQW

0RELOH�7UDLQLQJ�7HDP

���2FW��� ���6HS��� ,0(7

+DLWL 6PDOO�%RDW�(OHFWURQLFV�0RELOH�7UDLQLQJ�7HDP ���-XO��� ���-XO��� ,0(7

-DPDLFD &RQWDLQHU�,QVSHFWLRQ�0RELOH�7UDLQLQJ�7HDP ���-XQ��� ���-XQ��� (PEDVV\

-DPDLFD 'HFN�6HDPDQVKLS��&67� ���0D\��� ���0D\��� '2'



-DPDLFD +XOO�0DLQWHQDQFH��&67� ���0D\��� ���-XQ��� '2'
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-DSDQ &RQWDLQHU�,QVSHFWLRQ�0RELOH�7UDLQLQJ�7HDP ���1RY��� ���1RY���
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-DSDQ &RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW�%RDUGLQJ

2IILFHU�0RELOH�7UDLQLQJ�7HDP

���$XJ��� ���6HS��� )06
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.HQ\D %RDUGLQJ�2IILFHU��&RXQWHUQDUFRWLFV�0DULWLPH�/DZ

(QIRUFHPHQW�0RELOH�7UDLQLQJ�7HDP

���2FW��� ���2FW��� ,0(7

.HQ\D &RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW�%RDUGLQJ

2IILFHU�0RELOH�7UDLQLQJ�7HDP

���2FW��� ���2FW��� ,0(7

.HQ\D 0/(�,QVWUXFWRUV�&RXUVH�0RELOH�7UDLQLQJ�7HDP ���2FW��� ���2FW��� ,0(7

0DFHGRQLD +XOO�0DLQWHQDQFH�0RELOH�7UDLQLQJ�7HDP ���6HS��� ���6HS��� ,0(7

0DFHGRQLD 2XWERDUG�0RWRU�0DLQWHQDQFH�0RELOH�7UDLQLQJ�7HDP ���6HS��� ���6HS��� ,0(7

0DGDJDVFDU &RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW�%RDUGLQJ

2IILFHU�0RELOH�7UDLQLQJ�7HDP

���2FW��� ���2FW��� ,0(7

1LFDUDJXD &RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW�%RDUGLQJ

2IILFHU�0RELOH�7UDLQLQJ�7HDP

���'HF��� ���'HF��� ,0(7

1LFDUDJXD 0/(�,QWHUGLFWLRQ�3ODQQLQJ�0RELOH�7UDLQLQJ�7HDP ���-XQ��� ���-XQ��� ,0(7

3DNLVWDQ &RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW�%RDUGLQJ

2IILFHU�0RELOH�7UDLQLQJ�7HDP

���-XO��� ���-XO��� ,1/

3DNLVWDQ 0DULWLPH�/DZ�(QIRUFHPHQW�&RXQWHU�1DUFRWLFV��

&RQIHUHQFH�DQG�$VVHVVPHQW

���-XQ��� ���-XQ��� '2'



3DQDPD 0DULWLPH�&RPPHUFH�&RQWURO��,QIUDVWUXFWXUH�'HYHORSPHQW

0RELOH�7UDLQLQJ�7HDP

���2FW��� ���6HS��� (PEDVV\

3DSXD�1HZ
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2XWERDUG�0RWRU�0DLQWHQDQFH�0RELOH�7UDLQLQJ�7HDP ���0D\��� ���0D\��� ,0(7
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3KLOLSSLQHV 0/(�,QWHUGLFWLRQ�3ODQQLQJ�0RELOH�7UDLQLQJ�7HDP ���0DU��� ���0DU��� 86$,'

5RPDQLD 0RGHO�0DULWLPH�6HUYLFH�&RGH�3KDVH�� ���'HF��� ���'HF��� ,0(7

6H\FKHOOHV 0RGHO�0DULWLPH�6HUYLFH�&RGH�3KDVH�� ���-XQ��� ���-XQ��� ,0(7

6RORPRQ�,VODQG 2XWERDUG�0RWRU�0DLQWHQDQFH�0RELOH�7UDLQLQJ�7HDP ���0D\��� ���0D\��� ,0(7

6W�0DDUWHQ &RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW�%RDUGLQJ
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6W�9LQFHQW 'HFN�6HDPDQVKLS��&67� ���-XQ��� ���-XQ��� '2'

6W�9LQFHQW 1DYLJDWLRQ��&67� ���-XQ��� ���-XQ��� '2'

6XULQDPH 0RGHO�0DULWLPH�6HUYLFH�&RGH�3KDVH�� ���'HF��� ���'HF��� ,0(7

7KDLODQG &RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW�%RDUGLQJ

2IILFHU�0RELOH�7UDLQLQJ�7HDP

���0DU��� ���0DU��� (PEDVV\

7ULQLGDG�	

7REDJR

'HFN�6HDPDQVKLS��&67� ���-XQ��� ��-XQ��� '2'

7ULQLGDG�	

7REDJR

0/(�%RDUGLQJ�2IILFHU��&67� ���-XQ��� ���-XQ��� '2'



7ULQLGDG�	
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3RUW�6HFXULW\��3RUW�9XOQHUDELOLW\�0RELOH�7UDLQLQJ�7HDP ���2FW��� ���2FW��� ,1/
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9DQXDWX 0RGHO�0DULWLPH�6HUYLFH�&RGH�3KDVH�� ���$XJ��� ���$XJ��� ,0(7

<HPHQ 0DULWLPH�1HHGV�$VVHVVPHQW ���-XQ��� ���-XO��� )06
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&RXQWU\ &RXUVH�7LWOH )XQGLQJ

$OEDQLD ,QVWUXFWRU�&RXUVH��&RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW

0RELOH�7UDLQLQJ�7HDP

,0(7

$QWLJXD�DQG�%DUEXGD 0DULWLPH�&RPPHUFH�&RQWURO��,QIUDVWUXFWXUH�'HYHORSPHQW�0RELOH

7UDLQLQJ�7HDP

,1/

$UXED ,QVWUXFWRU�&RXUVH��&RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW

0RELOH�7UDLQLQJ�7HDP

)06

%DKDPDV %RDUGLQJ�2IILFHU��$GYDQFHG��&RXQWHUQDUFRWLFV�0DULWLPH�/DZ

(QIRUFHPHQW�0RELOH�7UDLQLQJ�7HDP

,0(7

%DKDPDV ,QWHUGLFWLRQ�3ODQQLQJ��&RXQWHUQDUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW

0RELOH�7UDLQLQJ�7HDP

,0(7

%HQLQ 2XWERDUG�0RWRU�0DLQWHQDQFH��$GYDQFHG�0RELOH�7UDLQLQJ�7HDP ,0(7

%ROLYLD 0DULWLPH�&RPPHUFH�&RQWURO��,QIUDVWUXFWXUH�'HYHORSPHQW�0RELOH

7UDLQLQJ�7HDP

(PEDVV\

%XOJDULD $GYDQFHG�%RDUGLQJ�2IILFHU�&RXUVH��0/( ,1/

&KLQD ,QWHUGLFWLRQ�3ODQQLQJ��&RXQWHUQDUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW

0RELOH�7UDLQLQJ�7HDP

,1/

&KLQD 3RUW�3K\VLFDO�6HFXULW\���3RUW�9XOQHUDELOLW\�$VVHVVPHQW�%DVLF

0RELOH�7UDLQLQJ�7HDP

,1/

&KLQD 6PDOO�%RDW�2SHUDWLRQV�0RELOH�7UDLQLQJ�7HDP ,1/

&RORPELD %RDUGLQJ�2IILFHU��&RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW ,1/



0RELOH�7UDLQLQJ�7HDP

&RORPELD &XUULFXOXP�,QIXVLRQ�3URJUDP��&RXQWHU�1DUFRWLFV�0DULWLPH�/DZ

(QIRUFHPHQW�0RELOH�7UDLQLQJ�7HDP

,0(7

&RORPELD ,QVWUXFWRU�&RXUVH��&RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW

0RELOH�7UDLQLQJ�7HDP

,0(7

&RORPELD 3RUW�3K\VLFDO�6HFXULW\���3RUW�9XOQHUDELOLW\�$VVHVVPHQW�$GYDQFHG

0RELOH�7UDLQLQJ�7HDP

)06

&RVWD�5LFD %RDUGLQJ�2IILFHU��&RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW

0RELOH�7UDLQLQJ�7HDP

,1/

&RVWD�5LFD ,QWHUGLFWLRQ�3ODQQLQJ��&RXQWHUQDUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW

0RELOH�7UDLQLQJ�7HDP

,1/

&RVWD�5LFD 6PDOO�%RDW�2SHUDWLRQDO�7UDLQLQJ�3URJUDP�'HYHORSPHQW�0RELOH

7UDLQLQJ�7HDP

,0(7

&RVWD�5LFD 6PDOO�%RDW�2SHUDWLRQV��&*��� ,1/

&URDWLD 0RGHO�0DULWLPH�6HUYLFH�&RGH�3KDVH�����'HYHORSPHQW ,0(7

&XUDFDR ,QVWUXFWRU�&RXUVH��&RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW

0RELOH�7UDLQLQJ�7HDP

)06

(O�6DOYDGRU %RDUGLQJ�2IILFHU��&RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW

0RELOH�7UDLQLQJ�7HDP

,0(7

(O�6DOYDGRU ,QWHUGLFWLRQ�3ODQQLQJ��&RXQWHUQDUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW

0RELOH�7UDLQLQJ�7HDP

,0(7

*HRUJLD (QJLQHHULQJ�/RJLVWLFV�$GPLQLVWUDWLRQ�0RELOH�7UDLQLQJ�7HDP 86&6

*UHHFH %RDUGLQJ�2IILFHU��$GYDQFHG��&RXQWHUQDUFRWLFV�0DULWLPH�/DZ

(QIRUFHPHQW�0RELOH�7UDLQLQJ�7HDP

'LUHFW
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&RXQWU\ &RXUVH�7LWOH )XQGLQJ

+DLWL 0DULWLPH�&RPPHUFH�&RQWURO��,QIUDVWUXFWXUH�'HYHORSPHQW�0RELOH

7UDLQLQJ�7HDP�/77

,0(7



+RQGXUDV 6PDOO�%RDW�2SHUDWLRQV�0RELOH�7UDLQLQJ�7HDP ,1/

,QGRQHVLD -RLQW�&RXQWHUQDUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW�%RDUGLQJ

2IILFHU�0RELOH�7UDLQLQJ�7HDP

,0(7

,QGRQHVLD -RLQW�&RXQWHUQDUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW�%RDUGLQJ

2IILFHU�0RELOH�7UDLQLQJ�7HDP

,0(7

-DPDLFD %RDUGLQJ�2IILFHU��&RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW

0RELOH�7UDLQLQJ�7HDP

,0(7

-DPDLFD ,QVWUXFWRU�&RXUVH��&RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW

0RELOH�7UDLQLQJ�7HDP

,0(7

-DPDLFD ,QWHUGLFWLRQ�3ODQQLQJ��&RXQWHUQDUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW

0RELOH�7UDLQLQJ�7HDP

,0(7

/DWYLD %RDUGLQJ�2IILFHU��&RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW

0RELOH�7UDLQLQJ�7HDP

'26

/DWYLD 0RGHO�0DULWLPH�6HUYLFH�&RGH�3KDVH�����3ODQQLQJ ,1/

/HEDQRQ 0RGHO�0DULWLPH�6HUYLFH�&RGH�3KDVH�����$VVHVVPHQW ,1/

/HEDQRQ 0RGHO�0DULWLPH�6HUYLFH�&RGH�3KDVH�����3ODQQLQJ ,1/

/HEDQRQ 0RGHO�0DULWLPH�6HUYLFH�&RGH�3KDVH�����'HYHORSPHQW ,1/

0R]DPELTXH 0RGHO�0DULWLPH�6HUYLFH�&RGH�3KDVH�����$VVHVVPHQW ,0(7

0R]DPELTXH 0RGHO�0DULWLPH�6HUYLFH�&RGH�3KDVH�����3ODQQLQJ ,0(7

1DPLELD %RDUGLQJ�2IILFHU���)LVKHULHV ,0(7

1DPLELD 0/(�3UH�7UDLQLQJ�6XUYH\ ,0(7

1LFDUDJXD %RDUGLQJ�2IILFHU��$GYDQFHG��&RXQWHUQDUFRWLFV�0DULWLPH�/DZ

(QIRUFHPHQW�0RELOH�7UDLQLQJ�7HDP

,0(7

1LFDUDJXD ,QWHUGLFWLRQ�3ODQQLQJ��&RXQWHUQDUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW

0RELOH�7UDLQLQJ�7HDP

,0(7

3DNLVWDQ %RDUGLQJ�2IILFHU��$GYDQFHG��&RXQWHUQDUFRWLFV�0DULWLPH�/DZ

(QIRUFHPHQW�0RELOH�7UDLQLQJ�7HDP

,1/

3DQDPD -RLQW�&RXQWHUQDUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW�%RDUGLQJ ,1/



2IILFHU�0RELOH�7UDLQLQJ�7HDP

3DQDPD 0DULWLPH�&RPPHUFH�&RQWURO��,QIUDVWUXFWXUH�'HYHORSPHQW�0RELOH

7UDLQLQJ�7HDP

(PEDVV\

3DQDPD 6PDOO�%RDW�2SHUDWLRQV�0RELOH�7UDLQLQJ�7HDP ,1/

3RUWXJDO %RDUGLQJ�2IILFHU��$GYDQFHG��&RXQWHUQDUFRWLFV�0DULWLPH�/DZ

(QIRUFHPHQW�0RELOH�7UDLQLQJ�7HDP

,0(7

3RUWXJDO 0/(�3UH�7UDLQLQJ�6XUYH\ ,0(7

5XVVLD ,QVWUXFWRUV�&RXUVH��0/(�&*��� ,1/

5XVVLD 0LVFHOODQHRXV�0RELOH�7UDLQLQJ�7HDP�2XW�&2186 ,0(7

6DPRD /HDGHUVKLS�DQG�0DQDJHPHQW ,0(7

USCG Technical Assistance (Cont.)
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&RXQWU\ &RXUVH�7LWOH )XQGLQJ

6RORPRQ�,VODQGV 6PDOO�%RDW�2SHUDWLRQV�0RELOH�7UDLQLQJ�7HDP ,0(7

6XULQDPH %RDUGLQJ�2IILFHU��&RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW

0RELOH�7UDLQLQJ�7HDP

,0(7

6XULQDPH ,QWHUGLFWLRQ�3ODQQLQJ��&RXQWHUQDUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW

0RELOH�7UDLQLQJ�7HDP

,0(7

6XULQDPH ,QWURGXFWLRQ�WR�2SHUDWLRQDO�,QIRUPDWLRQ�0DQDJHPHQW�077 ,0(7

6XULQDPH 0RGHO�0DULWLPH�6HUYLFH�&RGH�3KDVH�����,PSOHPHQWDWLRQ ,0(7

6XULQDPH 6PDOO�%RDW�2SHUDWLRQV�0RELOH�7UDLQLQJ�7HDP ,0(7

7KDLODQG ,QVWUXFWRUV�&RXUVH��0/(�&*��� ,1/

7XQLVLD ,QVWUXFWRU�&RXUVH��&RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW

0RELOH�7UDLQLQJ�7HDP

,0(7

8]EHNLVWDQ %RDUGLQJ�2IILFHU��$GYDQFHG��&RXQWHUQDUFRWLFV�0DULWLPH�/DZ

(QIRUFHPHQW�0RELOH�7UDLQLQJ�7HDP

,1/



8]EHNLVWDQ %RDUGLQJ�2IILFHU��&RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW

0RELOH�7UDLQLQJ�7HDP

,1/

9DQXDWX 0RGHO�0DULWLPH�6HUYLFH�&RGH�3KDVH�����'HYHORSPHQW ,0(7

<HPHQ 0DULWLPH�&RPPHUFH�&RQWURO��,QIUDVWUXFWXUH�'HYHORSPHQW�0RELOH

7UDLQLQJ�7HDP

)06

<HPHQ��6DQDD� 0DULWLPH�&RPPHUFH�&RQWURO��,QIUDVWUXFWXUH�'HYHORSPHQW�0RELOH

7UDLQLQJ�7HDP

)06

=DPELD %RDUGLQJ�2IILFHU��&RXQWHU�1DUFRWLFV�0DULWLPH�/DZ�(QIRUFHPHQW

0RELOH�7UDLQLQJ�7HDP

(PEDVV\

=DPELD 0/(�3UH�7UDLQLQJ�6XUYH\ ,0(7

=LPEDEZH 0/(�3UH�7UDLQLQJ�6XUYH\ ,0(7

USCG Vessel Transfer
([FHVV�'HIHQVH�$UWLFOHV�3URJUDP

9HVVHO�'HVFULSWLRQ )<�� )<����3ODQQHG�3URSRVHG�

���)RRW�3DWURO�%RDW -DPDLFD���� &RORPELD����

 -‐‑
3DQDPD���� 7ULQLGDG�	�7REDJR����

 -‐‑
3KLOLSSLQHV���� 'RPLQLFDQ�5HSXEOLF����

 -‐‑
&RVWD�5LFD���� 3DQDPD���

 -‐‑
*HRUJLD���� 3KLOLSSLQHV����

 -‐‑
$UJHQWLQD���� &RVWD�5LFD����

 -‐‑
&RORPELD���� (O�6DOYDGRU����

 -‐‑
7XUNPHQLVWDQ����

                                            -‐‑

����)RRW�%XR\�7HQGHU
                                             -‐‑

'RPLQLFDQ�5HSXEOLF����

                                             -‐‑                                              -‐‑
*KDQD����



���)RRW�0RWRU�/LIH�%RDW 6H\FKHOOHV���� 7XQLVLD����

-‐‑ +RQGXUDV���� (O�6DOYDGRU����

                                             -‐‑                                             -‐‑
&KLOH����

                                             -‐‑                                             -‐‑
*X\DQD����

                                             -‐‑                                             -‐‑
0DGDJDVFDU����

United States Customs Service

6LQFH�������WKH�8�6��&XVWRPV�6HUYLFH�KDV�SURYLGHG�D�FRPSUHKHQVLYH�SURJUDP�RI�LQWHUQDWLRQDO�FRXQWHU
QDUFRWLFV�WUDLQLQJ�DQG�DVVLVWDQFH�WR�IRUHLJQ�FXVWRPV�DQG�RWKHU�ERUGHU�FRQWURO�DJHQFLHV��,QGLYLGXDO
WUDLQLQJ�DQG�DVVLVWDQFH�SURJUDPV�DUH�WDLORUHG�WR�PHHW�WKH�QHHGV�RI�WKH�UHFLSLHQW�FRXQWU\�EXW�XVXDOO\
IRFXV�RQ�RQH�RU�PRUH�RI�WKH�IROORZLQJ�VXEMHFW�DUHDV��QDUFRWLFV�LQWHUGLFWLRQ�DW�DLU�VHD�ODQG�SRUWV�RI
HQWU\��ILQDQFLDO�LQYHVWLJDWLRQV��WUDLQLQJ�GHYHORSPHQW��DQG�PDQDJHPHQW�RI�VSHFLDO�HQIRUFHPHQW�WHDPV�

&RXQWHU�1DUFRWLFV�7UDLQLQJ�DQG�$VVLVWDQFH

,Q�������8�6��&XVWRPV�FRQGXFWHG�D�WRWDO�RI�����LQWHUQDWLRQDO�FRXQWHUQDUFRWLFV�SURJUDPV�LQYROYLQJ
�����SDUWLFLSDQWV�IURP�RYHU����FRXQWULHV��3URJUDPV�FRQGXFWHG�RXWVLGH�WKH�8�6��LQFOXGHG����2YHUVHDV
(QIRUFHPHQW�7UDLQLQJ��2(7��3URJUDPV�IRU�LQGLYLGXDO�FRXQWULHV��RQH�5HJLRQDO�2YHUVHDV�(QIRUFHPHQW
7UDLQLQJ��52(7��3URJUDP�IRU�WZR�RU�PRUH�FRXQWULHV��ILYH�7UDLQ�WKH�7UDLQHU�:RUNVKRSV��7�:��IRU�DQ
LQGLYLGXDO�FRXQWU\��VL[�6KRUW�7HUP�$GYLVRU\��67$��SURJUDPV��IRXU�&RQWUDEDQG�(QIRUFHPHQW�7HDP
�&(7��SURJUDPV��ILYH�,QWHJULW\�$QWL�&RUUXSWLRQ�3URJUDPV��RQH�,QWHOOLJHQFH�SURJUDP��RQH�$VVHW
)RUIHLWXUH�6HPLQDU��DQG�WHQ�,QGXVWU\�3DUWQHUVKLS�3URJUDP��,33��VHPLQDUV�

,Q�DGGLWLRQ�WR�WKH�QRUPDO�VFKHGXOH�RI�LQWHUQDWLRQDO�FRXQWHUQDUFRWLFV�WUDLQLQJ�DQG�DVVLVWDQFH�FRQGXFWHG
XQGHU�WKH�DXVSLFHV�RI�,1/��8�6��&XVWRPV�FDUULHG�RXW�D�QXPEHU�RI�FRXQWHUQDUFRWLFV�SURMHFWV�LQ�UHVSRQVH
WR�KLJK�SULRULW\�FRQFHUQV�GXULQJ�������$PRQJ�WKHVH�DUH�WKH�IROORZLQJ�

8�6��&XVWRPV�SURYLGHG�WHFKQLFDO�WUDLQLQJ�DQG�DVVLVWDQFH�LQ�VXSSRUW�RI�WKH�,QWHUQDWLRQDO�/DZ
(QIRUFHPHQW�$FDGHP\��,/($��SURJUDPV�FXUUHQWO\�RSHUDWLQJ�LQ�%XGDSHVW�DQG�%DQJNRN��8�6�
&XVWRPV�KDV�GHYHORSHG�DQG�FRQGXFWHG�VSHFLDOL]HG�WUDLQLQJ�RQ�WRSLFV�ZKLFK�LQFOXGH�
,QWHUQDWLRQDO�&RQWUROOHG�'HOLYHULHV�DQG�'UXJ�,QYHVWLJDWLRQ�FRQGXFWHG�MRLQWO\�ZLWK�'($�
&RPSOH[�)LQDQFLDO�,QYHVWLJDWLRQV��FRQGXFWHG�MRLQWO\�ZLWK�,56��DQG�,QWHOOHFWXDO�3URSHUW\�5LJKWV�
FRQGXFWHG�ZLWK�WKH�)%,�

8�6��&XVWRPV�GHYHORSHG�DQG�LPSOHPHQWHG�D�&RORPELDQ�WUDLQLQJ�DQG�DVVLVWDQFH�LQLWLDWLYH�
IRFXVLQJ�RQ�QDUFRWLFV�LQWHUGLFWLRQ�HIIRUWV��FRPEDWLQJ�WKH�%ODFN�0DUNHW�3HVR�([FKDQJH��JDWKHULQJ
RI�LQWHOOLJHQFH��DQG�ELODWHUDO�FRRSHUDWLYH�HIIRUWV�EHWZHHQ�WKH�JRYHUQPHQW�RI�WKH�8�6��DQG
&RORPELD��,Q�VXSSRUW�RI�3ODQ�&RORPELD��8�6��&XVWRPV�ZLOO�SURYLGH�WUDLQLQJ�DQG�DVVLVWDQFH
IRFXVLQJ�RQ�LQWHJULW\��ERUGHU�LQWHUGLFWLRQ��WUDGH�IUDXG��LQWHOOLJHQFH�FROOHFWLRQ��LQGXVWU\
SDUWQHUVKLS�SURJUDPV��DQG�ILQDQFLDO�FULPHV�LVVXHV�LQ�&RORPELD��,Q�DGGLWLRQ��DQ�$QGHDQ�5HJLRQDO
,QLWLDWLYH�KDV�EHHQ�GHYHORSHG�WR�FRXQWHU�WKH�HIIHFWV�RI�3ODQ�&RORPELD�LQ�WKH�$QGHDQ�5HJLRQ�

7KH�1LJHULD�,QWHU�$JHQF\�:RUNLQJ�*URXS�ZDV�HVWDEOLVKHG�WR�SURYLGH�VXSSRUW�DQG�DVVLVWDQFH�WR
WKH�GHPRFUDWLF�SURFHVV��LQIUDVWUXFWXUH�LPSURYHPHQWV��DQG�HFRQRPLF�GHYHORSPHQW�LQ�1LJHULD�
2YHU�WKH�SDVW�WZR�\HDUV��8�6��&XVWRPV�KDV�SDUWLFLSDWHG�LQ�VHYHUDO�PXOWL�DJHQF\�DVVHVVPHQWV�
LQFOXGLQJ�D�-DQXDU\������,1/�IXQGHG�6SHFLDO�$LUSRUW�1DUFRWLFV�,QWHUGLFWLRQ�&RXUVH�LQ�/DJRV�
ZKLFK�ZLOO�IRFXV�RQ�WKH�WDUJHWLQJ�DQG�VHDUFK�RI�SDVVHQJHUV��FDUJR�DQG�DLUFUDIW��DQG�VPXJJOLQJ
LQYHVWLJDWLRQV��,Q�DGGLWLRQ��IXQGLQJ�ZDV�SURYLGHG�E\�,1/�IRU�D�&RQWUDEDQG�(QIRUFHPHQW�7HDP
7UDLQLQJ�3URJUDP�WKDW�WRRN�SODFH�LQ�2FWREHU������

7KH�6DIH�6NLHV�IRU�$IULFD�,QLWLDWLYH�LV�LQWHQGHG�WR�SURPRWH�VXVWDLQDEOH�LPSURYHPHQWV�LQ�DYLDWLRQ
VDIHW\�DQG�VHFXULW\�LQ�$IULFD�DQG�WR�FUHDWH�WKH�HQYLURQPHQW�QHFHVVDU\�WR�IRVWHU�WKH�JURZWK�RI



DYLDWLRQ�VHUYLFHV�EHWZHHQ�$IULFD�DQG�WKH�8QLWHG�6WDWHV��7KH�LQLWLDWLYH�UHFRJQL]HV�WKDW�6DIH�6NLHV
DUH�D�SUHUHTXLVLWH�IRU�LQFUHDVHG�WUDGH�DQG�LQYHVWPHQW�DQG�ORQJ�WHUP�HFRQRPLF�GHYHORSPHQW�LQ
$IULFD��,Q�VXSSRUW�RI�WKLV�LQLWLDWLYH��WKH�8�6��*RYHUQPHQW�SHULRGLFDOO\�VHQGV�PXOWL�DJHQF\�WHDPV
WR�FRQGXFW�VXUYH\V�RI�WKH�DYLDWLRQ�QHHGV�RI�WKH�VHOHFWHG�FRXQWULHV�DQG�ZLOO�DVVLVW�WKHP�LQ
GHYHORSLQJ�ZRUN�SODQV�WR�LPSURYH�DQG�HQKDQFH�WKHLU�DYLDWLRQ�LQIUDVWUXFWXUH��7KHVH�FRXQWULHV�DUH
WKHQ�HQFRXUDJHG�WR�ZRUN�ZLWK�LQWHUQDWLRQDO�RUJDQL]DWLRQV�DQG�WKH�SULYDWH�VHFWRU�WR�LPSOHPHQW
WKHVH�SODQV��8�6��VXUYH\�WHDPV��ZKLFK�LQFOXGH�RQH�8�6��&XVWRPV�,QVSHFWRU��YLVLWHG�.HQ\D�LQ
0DUFK�������&RWH�G
,YRLUH�LQ�-XO\�������DQG�7DQ]DQLD�LQ�1RYHPEHU�������7KH�6DIH�6NLHV�WHDP
UH�YLVLWHG�.HQ\D�LQ�$SULO�������&DSH�9HUGH�LQ�0D\�������1DPLELD�&DPHURRQ�-XQH������DQG
0DOL�LQ�$XJXVW������

$�8�6��&XVWRPV�FDQLQH�H[SHUW�WUDYHOHG�WR�&RORPELD�GXULQJ�0DUFK������WR�FRQGXFW�D�3RVW�
IXQGHG�FDQLQH�SURJUDP�DVVHVVPHQW��,Q�DGGLWLRQ��XQGHU�+XUULFDQH�0LWFK�6XSSOHPHQWDO�IXQGLQJ
VL[�+RQGXUDQ�FDQLQH�RIILFHUV�SDUWLFLSDWHG�LQ�FDQLQH�WUDLQLQJ�SURJUDPV�DW�WKH�8�6��&XVWRPV
&DQLQH�7UDLQLQJ�&HQWHU�ORFDWHG�LQ�)URQW�5R\DO��9LUJLQLD�

3RVW�IXQGHG�6KRUW�7HUP�$GYLVRU\�SURMHFWV�ZHUH�FRQGXFWHG�LQ�9HQH]XHOD�LQ�)HEUXDU\�DQG
1RYHPEHU������

,QGXVWU\�3DUWQHUVKLS�3URJUDPV

&DUULHU�,QLWLDWLYH�3URJUDP��&,3��DQG�%XVLQHVV�$QWL�6PXJJOLQJ�&RDOLWLRQ��%$6&��WUDLQLQJ�DUH�FRQGXFWHG
IRU�8�6��&XVWRPV
�LQGXVWU\�SDUWQHUV��7KH�&DUULHU�,QLWLDWLYH�3URJUDP�SURYLGHV�FRXQWHUQDUFRWLFV�DQG
VHFXULW\�WUDLQLQJ�WR�DLU��VHD�DQG�ODQG�FRPPHUFLDO�WUDQVSRUW�FRPSDQLHV��FDUULHUV��DQG�HPSKDVL]HV�SXEOLF�
SULYDWH�SDUWQHUVKLSV�LQ�ZKLFK�8�6��&XVWRPV�DQG�WKH�FDUULHU�FRPSDQLHV�FRRSHUDWH�WR�SUHYHQW
FRPPHUFLDO�FRQYH\DQFHV�IURP�EHLQJ�XWLOL]HG�WR�VPXJJOH�QDUFRWLFV�

7KH�%XVLQHVV�$QWL�6PXJJOLQJ�&RDOLWLRQ��%$6&��LV�D�EXVLQHVV�OHG��8�6��&XVWRPV�VXSSRUWHG�DOOLDQFH
FUHDWHG�WR�FRPEDW�QDUFRWLF�VPXJJOLQJ�YLD�FRPPHUFLDO�WUDGH��$V�D�YROXQWDU\�SURJUDP�IRU�EXVLQHVVHV�
ZLWK�QR�*RYHUQPHQW�LPSRVHG�PDQGDWHV��FRUSRUDWH�SDUWLFLSDQWV�DUH�H[SHFWHG�WR�VHW�VHOI�LPSRVHG
EXVLQHVV�VWDQGDUGV�WKDW�ZLOO�VLJQLILFDQWO\�GHWHU�QDUFRWLFV�WUDIILFNHUV��7KH�%$6&�SURJUDP�H[DPLQHV�WKH
HQWLUH�SURFHVV�RI�PDQXIDFWXULQJ�DQG�VKLSSLQJ�RI�PHUFKDQGLVH�IURP�IRUHLJQ�FRXQWULHV�WR�WKH�8QLWHG
6WDWHV��HPSKDVL]LQJ�WKH�FUHDWLRQ�RI�D�PRUH�VHFXULW\�FRQVFLRXV�HQYLURQPHQW�DW�IRUHLJQ�PDQXIDFWXULQJ
SODQWV�WR�HOLPLQDWH��RU�DW�OHDVW�UHGXFH��SURGXFW�YXOQHUDELOLW\�WR�QDUFRWLFV�VPXJJOLQJ��%\�H[DPLQLQJ
SDFNLQJ�DQG�VKLSSLQJ�SUDFWLFHV�DQG�LGHQWLI\LQJ�DQG�FRUUHFWLQJ�GHILFLHQFLHV�DORQJ�WKH�VSHFWUXP�RI�WKH
LPSRUW�SURFHVV��EXVLQHVVHV�FDQ�UHGXFH�WKHLU�H[SRVXUH�WR�WKH�OLNHOLKRRG�WKDW�WKHLU�VKLSPHQWV�ZLOO�EH�XVHG
DV�QDUFRWLFV�VPXJJOLQJ�YHKLFOHV�

7KH�)<������IXQGLQJ�F\FOH�ZDV�WKH�QLQWK�\HDU�LQ�ZKLFK�,1/�IXQGHG�&XVWRPV
�LQWHUQDWLRQDO�WUDLQLQJ�IRU
WKH�&DUULHU�,QLWLDWLYH�3URJUDP��DQG�WKH�WKLUG�LQ�ZKLFK�,1/�IXQGLQJ�ZDV�SURYLGHG�IRU�WKH�%$6&��,1/
IXQGV�ZHUH�XVHG�WR�SUHVHQW�&,3�DQG�%$6&�WUDLQLQJ�WR�����HPSOR\HHV�LQ����IRUHLJQ�WUDLQLQJ�VHPLQDUV�
0RVW�RI�WKH�)<������IXQGHG�SURJUDPV�ZHUH�SUHVHQWHG�GXULQJ�)<�������7KHVH�VHPLQDUV�DQG�VLWH
VXUYH\V�ZHUH�RIIHUHG�LQ�WKH�IROORZLQJ�FRXQWULHV��$UXED��&RORPELD��'RPLQLFDQ�5HSXEOLF��(O�6DOYDGRU�
*X\DQD��-DPDLFD��0H[LFR��3HUX��DQG�1LJHULD��&RVWV�UHODWLQJ�WR�WKHVH�SURJUDPV�DUH�SDUWLDOO\�RIIVHW�E\�WKH
VSRQVRULQJ�FRPPHUFLDO�WUDQVSRUWDWLRQ�FRPSDQLHV�

$W�SUHVHQW��RYHU�������FDUULHUV�RSHUDWLQJ�LQ�WKH�PDULWLPH��WUXFNLQJ��UDLO��DQG�DLU�HQYLURQPHQWV
SDUWLFLSDWH�LQ�WKH�&DUULHU�,QLWLDWLYH�3URJUDP��2YHU�����IRUHLJQ�PDQXIDFWXUHUV�DQG�H[SRUWHUV�KDYH�EHJXQ
SDUWLFLSDWLRQ�LQ�WKH�%$6&�VLQFH�LWV�LQFHSWLRQ�LQ�������,Q�)<�������&XVWRPV�,QGXVWU\�3DUWQHUV�HIIHFWHG
RYHU�����IRUHLJQ�LQWHUFHSWLRQV�RI�LOOHJDO�GUXJV��ZLWK�D�WRWDO�ZHLJKW�RI�RYHU��������SRXQGV��7KH\�DOVR
SURYLGHG�LQIRUPDWLRQ�DQG�DVVLVWDQFH�OHDGLQJ�WR�RYHU����GUXJ�VHL]XUHV�DW�WKH�8�6��ERUGHU��ZLWK�D�ZHLJKW
LQ�H[FHVV�RI��������SRXQGV��,Q�WRWDO��&,3�DQG�%$6&�SDUWLFLSDQWV�FRQWULEXWHG�WR�����LQWHUFHSWLRQV�DQG
VHL]XUHV��SUHYHQWLQJ�RYHU��������SRXQGV�RI�LOOHJDO�GUXJV�IURP�HQWHULQJ�WKH�8QLWHG�6WDWHV�

8�6��&XVWRPV�DQG�WKH�0DWWHO�&RUSRUDWLRQ��RQH�RI�SULYDWH�LQGXVWU\
V�ILUVW�SURSRQHQWV�RI�WKH�%XVLQHVV
$QWL�6PXJJOLQJ�&RDOLWLRQ��%$6&���DGGUHVVHG�WKH���WK�:RUNLQJ�*URXS�PHHWLQJ�RI�WKH�:RUOG�&XVWRPV
2UJDQL]DWLRQ
V��:&2��$OOLDQFH�RI�&XVWRPV�DQG�7UDGH�IRU�WKH�,QWHUGLFWLRQ�RI�1DUFRWLFV
�$&7,21�'(),6���'LVFXVVHG�ZHUH�WKH�GHYHORSPHQW�RI�WKH�%$6&�SURJUDP��UHDVRQV�ZK\�LQGXVWU\
GHVLUHG�VXFK�D�SURJUDP��DQG�WKH�EHQHILWV�HQMR\HG�E\�&XVWRPV�DQG�LQGXVWU\�DV�D�UHVXOW�RI�WKH�SURJUDP��,W
ZDV�DQQRXQFHG�WKDW�WKH�,QWHUQDWLRQDO�&KDPEHU�RI�&RPPHUFH�KDV�HQGRUVHG�%$6&�DQG�KRSHV�WR�ZRUN
ZLWK�WKH�:&2�LQ�H[SDQGLQJ�%$6&�DURXQG�WKH�ZRUOG�

7KH�$PHULFDV�&RXQWHU�6PXJJOLQJ�,QLWLDWLYH��$&6,��LV�D�SULRULW\�XQGHUWDNLQJ�HVWDEOLVKHG�E\�8�6�
&XVWRPV�WR�EXLOG�XSRQ�WKH�VXFFHVV�RI�WKH�&,3�DQG�%$6&��E\�VWUHQJWKHQLQJ�DQG�H[SDQGLQJ�RXU
DQWLQDUFRWLFV�VHFXULW\�SURJUDPV�WKURXJKRXW�&HQWUDO�DQG�6RXWK�$PHULFD��8QGHU�WKH�DXVSLFHV�RI�$&6,�



8�6��&XVWRPV�RIILFLDOV�DUH�EHLQJ�GHWDLOHG�WR�VHOHFW�&HQWUDO�DQG�6RXWK�$PHULFDQ�FRXQWULHV�WR�DVVLVW
EXVLQHVVHV�DQG�KRVW�JRYHUQPHQWV�LQ�GHYHORSLQJ�VHFXULW\�SURJUDPV�DQG�LQLWLDWLYHV�WR�VDIHJXDUG
OHJLWLPDWH�VKLSPHQWV�IURP�EHLQJ�XVHG�WR�VPXJJOH�QDUFRWLFV��$�SDUDOOHO�WUDFN�RI�WKH�$&6,�LQFOXGHV�WKH
WUDLQLQJ�RI�FRXQWHUSDUW�FXVWRPV�DGPLQLVWUDWLRQV�DQG�RWKHU�DSSURSULDWH�IRUHLJQ�JRYHUQPHQW�DQWLGUXJ
IRUFHV��'XULQJ�������8�6��&XVWRPV�VXFFHVVIXOO\�LQWURGXFHG�$&6,�WR�WKH�JRYHUQPHQWV�DQG�WUDGH�DQG
WUDQVSRUWDWLRQ�HQWLWLHV�LQ�WKH�VHYHQ�WDUJHWHG�FRXQWULHV��&RORPELD��&RVWD�5LFD��(FXDGRU��0H[LFR�
3DQDPD��3HUX�DQG�9HQH]XHOD��

5HVXOWV

3DUWLFXODUO\�QRWHZRUWK\�LQ�DVVHVVLQJ�8�6��&XVWRPV�LQWHUQDWLRQDO�FRXQWHUQDUFRWLFV�WUDLQLQJ�DQG
DVVLVWDQFH�GXULQJ������DUH�WKH�IROORZLQJ�UHSRUWV�RQ�WKH�UHVXOWV�RI�WKH�WUDLQLQJ�HIIRUWV�LQ�WHUPV�RI
QDUFRWLFV�VHL]XUHV��LPSURYHPHQW�LQ�WKH�RUJDQL]DWLRQ�RI�FRXQWHUQDUFRWLFV�ODZ�HQIRUFHPHQW��DQG
LQFUHDVHG�SXEOLF�DZDUHQHVV�

,Q�D�FDEOH�GDWHG�$SULO����������WKH�8�6��(PEDVV\�LQ�6DQ�6DOYDGRU�DWWULEXWHV�WKH�VHL]XUH�RI����
NLORJUDPV�RI�FRFDLQH�DQG�DUUHVWV�RI�WZR�VXEMHFWV�WR�8�6��&XVWRPV�WUDLQLQJ�HIIRUWV��2Q�0DUFK
��WK�'LYLVLRQ�RI�$QWL�1DUFRWLFV��'$1��DJHQWV�DVVLJQHG�WR�D�PRELOH�LQVSHFWLRQ�WHDP�HVWDEOLVKHG
D�YHKLFOH�FKHFNSRLQW�QHDU�WKH�(O�$PDWLOOR�%RUGHU�&URVVLQJ��'XULQJ�WKH�RSHUDWLRQ��'$1�DJHQWV
LQVSHFWHG�D�ORFDO�EXV�FRXULHU�WKDW�RSHUDWHV�ZLWKLQ�WKH�ERXQGDULHV�RI�(O�6DOYDGRU�DQG�+RQGXUDV�
'$1�DJHQWV�FRQGXFWHG�LQWHUYLHZV�RI�WKH�SDVVHQJHUV�WKDW�UHVXOWHG�LQ�WZR�IHPDOHV�EHLQJ�HVFRUWHG
WR�WKH�'$1�RIILFH��$�IHPDOH�'$1�DJHQW�FRQGXFWHG�D�SDWGRZQ�VHDUFK�WKDW�UHYHDOHG�WZR�EULFN
VL]H�SDFNDJHV�EHQHDWK�WKH�FORWKLQJ�RI�HDFK�VXVSHFW��(DFK�EULFN�SDFNDJH�FRQWDLQHG�D�ZKLWH
SRZGHU\�VXEVWDQFH�WKDW�WHVWHG�SRVLWLYH�IRU�FRFDLQH��7KH�6DQ�6DOYDGRU�FRXQWU\�RIILFH�QRWHG�WKDW
PHPEHUV�RI�WKH�PRELOH�LQVSHFWLRQ�WHDP��LQFOXGLQJ�WKH�IHPDOH�DJHQW��KDG�MXVW�UHWXUQHG�IURP�D
RQH�ZHHN�WUDLQLQJ�VHPLQDU�SUHVHQWHG�E\�WKH�8�6��&XVWRPV�6HUYLFH�LQ�(O�3DVR��7H[DV�

,Q�D�FDEOH�GDWHG�$SULO�����������WKH�8�6��(PEDVV\�LQ�4XLWR�DWWULEXWHV�WKH�VHL]XUH�RI�����
NLORJUDPV�RI�FRFDLQH�WR�8�6��&XVWRPV�WUDLQLQJ�HIIRUWV��'XULQJ�$SULO�������������1$6�(FXDGRU
DQG�8�6��&XVWRPV�KHOG�DQ�2YHUVHDV�(QIRUFHPHQW�7UDLQLQJ�3URJUDP�LQ�*XD\DTXLO�IRU���
(FXDGRULDQ�1DWLRQDO�3ROLFH��(13��SHUVRQQHO��7KH�WUDLQLQJ�IRFXVHG�RQ�FRQWDLQHUL]HG�FDUJR
LQVSHFWLRQ�WHFKQLTXHV�DQG�LQFOXGHG�SUDFWLFDO�LQVSHFWLRQ�H[HUFLVHV�DW�WKH�*XD\DTXLO�6HDSRUW�
%DUHO\�WZR�ZHHNV�DIWHU�WKH�WUDLQLQJ�WKH�(13�FDQLQH�XQLW�LQ�*XD\DTXLO�PDGH�D�PDMRU�VHL]XUH�RI
FRFDLQH�KLGGHQ�LQ�D�FRQWDLQHU�RI�DUWLILFLDO�SXPLFH�ERXQG�IRU�WKH�3RUW�RI�0LDPL��7KH�VHL]XUH
GHPRQVWUDWHG�WKH�(13
V�PRUH�DJJUHVVLYH�ODZ�HQIRUFHPHQW�LQ�WKH�SRUW�DQG�WKH�PDVWHU\�RI�QHZ
VNLOOV�OHDUQHG�LQFOXGLQJ�LPSURYHG�VHDUFKLQJ�WHFKQLTXHV�DQG�TXLFNHU�IROORZ�XS�RI�LQYHVWLJDWLYH
OHDGV�

&XVWRPV�0XWXDO�$VVLVWDQFH�$JUHHPHQWV

,Q�������WKH�8QLWHG�6WDWHV�*RYHUQPHQW�VLJQHG�&XVWRPV�0XWXDO�$VVLVWDQFH�$JUHHPHQWV��&0$$V��ZLWK
WKH�*RYHUQPHQWV�RI�%XOJDULD��3KLOLSSLQHV��0H[LFR�DQG�6RXWK�$IULFD�DQG�SHQGLQJ�VLJQDWXUHV�ZLWK�%UD]LO
DQG�0DOWD��7KH�8QLWHG�6WDWHV�*RYHUQPHQW�VLJQHG�D�&0$$�ZLWK�WKH�*RYHUQPHQW�RI�0H[LFR�LQ������
+RZHYHU��WKH�UHVSHFWLYH�&XVWRPV�DGPLQLVWUDWLRQV�DJUHHG�WR�SXUVXH�D�QHZ�&0$$�ZKLFK�QRZ��DPRQJ
RWKHU�WKLQJV��LPSURYHV�FRQIRUPLW\�WR�FXUUHQW�RSHUDWLRQDO�SUDFWLFHV�XQLTXH�WR�WKH�FRXQWULHV
�VKDUHG
ERUGHU�VWDWXV��7KH�QHZ�8�6��0H[LFR�&0$$�DOVR�WDNHV�LQWR�DFFRXQW�LVVXHV�RI�ERWK�WKH�8�6�
'HSDUWPHQWV�RI�6WDWH�DQG�-XVWLFH�DQG�SURYLGHV�8�6��&XVWRPV�ZLWK�DQ�XSGDWHG�OHJDO�IUDPHZRUN�ZLWK
ZKLFK�WR�HQIRUFH�FXVWRPV�ODZV�DQG�H[FKDQJH�LQIRUPDWLRQ�

&0$$�QHJRWLDWLRQV�DUH�FXUUHQWO\�RQ�JRLQJ�ZLWK�WKH�*RYHUQPHQWV�RI�&KLOH��.XZDLW�DQG�3DUDJXD\�
&0$$V�SURYLGH�IRU�PXWXDO�DVVLVWDQFH�LQ�WKH�HQIRUFHPHQW�RI�FXVWRPV�UHODWHG�ODZV��DQG�8�6��&XVWRPV
XWLOL]HV�WKHVH�DJUHHPHQWV�WR�DVVLVW�LQ�HYLGHQFH�FROOHFWLRQ�IRU�FULPLQDO�FDVHV�LQYROYLQJ�QDUFRWLFV
VPXJJOLQJ�DQG�PRQH\�ODXQGHULQJ��8�6��FRXUWV�KDYH�UXOHG�WKDW�HYLGHQFHG�JDWKHUHG�YLD�WKHVH�H[HFXWLYH
DJUHHPHQWV�LV�IXOO\�DGPLVVLEOH�LQ�8�6��FRXUW�FDVHV�

6KDUHG�)LQDQFLDO�$VVHWV

,Q�)<�������8�6��&XVWRPV�VKDUHG�ILQDQFLDO�DVVHWV�ZLWK�ILYH�FRXQWULHV�
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Argentina

,��6XPPDU\

$UJHQWLQD�LV�QRW�D�PDMRU�GUXJ�SURGXFLQJ�FRXQWU\��EXW�LW�UHPDLQV�D�WUDQVLW�FRXQWU\�IRU�FRFDLQH�IORZLQJ
IURP�QHLJKERULQJ�%ROLYLD��ZLWK�XQGHWHUPLQHG�TXDQWLWLHV�RI�WKH�GUXJ�DOVR�EHLQJ�PRYHG�WKURXJK
$UJHQWLQD�LQ�LQWHUQDWLRQDO�WUDQVLW�IURP�3HUX�DQG�&RORPELD��:LWKLQ�WKH�ODVW�VHYHUDO�\HDUV��$UJHQWLQD�KDV
EHFRPH�D�WUDQVLW�DUHD�IRU�&RORPELDQ�KHURLQ�HQURXWH�WR�WKH�8�6��(DVW�&RDVW��SULPDULO\�1HZ�<RUN��
DOWKRXJK�WKHUH�LV�QR�HYLGHQFH�WKDW�WKH�TXDQWLWLHV�LQYROYHG�VLJQLILFDQWO\�DIIHFW�WKH�8�6��$FFRUGLQJ�WR
$UJHQWLQH�JRYHUQPHQW��*2$��VWDWLVWLFV��GRPHVWLF�GUXJ�XVH�LV�JURZLQJ��$OWKRXJK�WKH�RYHUDOO�QXPEHU�RI
SHRSOH�DUUHVWHG�IRU�SRVVHVVLRQ�DQG�WUDIILFNLQJ�GHFOLQHG�E\�D�VPDOO�DPRXQW�ODVW�\HDU��WKH�QXPEHU�RI
VHL]XUHV�LQFUHDVHG��7KLV�LV�LQGLFDWLYH�RI�D�PRUH�IRFXVHG�XVH�RI�LQYHVWLJDWLYH�UHVRXUFHV�E\�WKH�*2$�
ZKHUH�WUDIILFNLQJ�RUJDQL]DWLRQV�DUH�EHLQJ�WDUJHWHG�LQVWHDG�RI�LQGLYLGXDO�YLRODWRUV��6WLOO��WKH�VPXJJOLQJ�RI
FRFD�OHDI�LQWR�$UJHQWLQD�IURP�%ROLYLD�UHPDLQV�D�SUREOHP��ZLWK��������NLORJUDPV�RI�FRFD�OHDI�VHL]HG�E\
$UJHQWLQH�DXWKRULWLHV�LQ������

:KLOH�FRJQL]DQW�RI�LWV�UHVSRQVLELOLWLHV�LQ�WKH�LQWHUGLFWLRQ�DUHD��WKH�$UJHQWLQH�JRYHUQPHQW�IRFXVHV�LWV
FRXQWHUQDUFRWLFV�HIIRUWV�RQ�GHPDQG�UHGXFWLRQ��)HGHUDO�FRXQWHUQDUFRWLFV�SROLF\�LV�FRRUGLQDWHG�E\�WKH
6HFUHWDULDW�IRU�WKH�3UHYHQWLRQ�RI�'UXJ�$GGLFWLRQ�DQG�1DUFRWLFV�7UDIILFNLQJ��6('521$5���7KH
JRYHUQPHQW�KDV�VHYHUDO�QDWLRQDO�VHFXULW\�IRUFHV�LQYROYHG�LQ�FRXQWHUQDUFRWLFV�HIIRUWV��DQG�SURYLQFLDO
SROLFH�IRUFHV�DOVR�SOD\�DQ�LQWHJUDO�UROH�

7KHUH�KDV�DOVR�EHHQ�VRPH�SRVLWLYH�PRYHPHQW�RQ�PRQH\�ODXQGHULQJ�OHJLVODWLRQ�LQ�������$UJHQWLQD�LV�D
SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�

,,��6WDWXV�RI�&RXQWU\

$UJHQWLQD�LV�QRW�D�PDMRU�GUXJ�SURGXFLQJ�FRXQWU\��$FFRUGLQJ�WR�WKH�ILUVW�QDWLRQDO�VXUYH\�RQ�GUXJ�XVH�
UHOHDVHG�LQ�-XQH�����������SHUFHQW�RI�DGXOWV�EHWZHHQ�WKH�DJHV�RI����DQG����VDLG�WKH\�KDG�FRQVXPHG�DQ
LOOHJDO�GUXJ�LQ�WKH�SUHYLRXV����GD\V��0DULMXDQD�LV�WKH�PRVW�SRSXODU�LOOHJDO�GUXJ�FRQVXPHG��ZLWK�FRFDLQH
+&O�DQG�LQKDODQWV�UDQNHG�VHFRQG�DQG�WKLUG��,OOLFLW�FXOWLYDWLRQ�UHPDLQV�QHJOLJLEOH��7KHUH�LV�YHU\�OLPLWHG
UHILQLQJ�RU�PDQXIDFWXULQJ�RI�LOOLFLW�GUXJV��ZLWK�VPDOO�DPRXQWV�EHLQJ�SURGXFHG�LQ�WKH�FRXQWU\��0RVW
$UJHQWLQH�RIILFLDOV�DJUHH�WKDW�WKH�WUDIILFNLQJ�RI�QDUFRWLFV�WKURXJK�$UJHQWLQD�LV�D�SUREOHP��DOWKRXJK�LW
KDV�UHPDLQHG�GLIILFXOW�WR�TXDQWLI\�WKH�IORZ�ZLWK�DQ\�GHJUHH�RI�DFFXUDF\��$UJHQWLQD�KDV�D�ODUJH�DQG�ZHOO�
GHYHORSHG�FKHPLFDO�LQGXVWU\�ZKLFK�PDQXIDFWXUHV�DOPRVW�DO O�WKH�SUHFXUVRUV�QHFHVVDU\�IRU�WKH�SURFHVVLQJ
RI�FRFDLQH��%XHQRV�$LUHV�DOVR�KDV�D�VRSKLVWLFDWHG�ILQDQFLDO�VHFWRU��ZKLFK�FRXOG�EH�XVHG�IRU�PRQH\
ODXQGHULQJ�RSHUDWLRQV�

%ROLYLD�LV�WKH�SULPDU\�VRXUFH�RI�FRFDLQH�HQWHULQJ�$UJHQWLQD��6RPH�GUXJV��VXFK�DV�PDULMXDQD��HQWHU�YLD
3DUDJXD\�DQG�%UD]LO��:LWKLQ�WKH�SDVW�VHYHUDO�\HDUV��WKH�WUDIILFNLQJ�RI�&RORPELDQ�KHURLQ�WKURXJK
$UJHQWLQD�WR�WKH�8�6��(DVW�&RDVW�KDV�LQFUHDVHG�VLJQLILFDQWO\��6HL]XUHV�RI�SV\FKRSKDUPDFHXWLFDOV��VXFK
DV��HFVWDV\���FRQWLQXH�WR�RFFXU��$PSKHWDPLQH�VHL]XUHV�DUH�LQFUHDVLQJ�DV�ZHOO�

&RPPHUFLDO�DLUFUDIW��SULYDWH�DQG�FRPPHUFLDO�YHKLFOHV��FRQWDLQHUL]HG�UDLO�FDUJR��DQG�IRRW�WUDIILF�DOO�VHUYH
DV�PHDQV�RI�HQWU\�RI�GUXJV�LQWR�$UJHQWLQD��7KH�WKRXVDQGV�RI�XQFRQWUROOHG�DLUILHOGV�DQG�VPDOO�PXQLFLSDO
DLUSRUWV��FRPELQHG�ZLWK�WKH�FRQWLQXLQJ�ODFN�RI�QDWLRQD O�UDGDU�FRYHUDJH�DUH�IDFWRUV�ZKLFK�PDNH
$UJHQWLQD�DWWUDFWLYH�WR�SRWHQWLDO�WUDIILFNHUV��5LYHULQH�WUDIILF�IURP�3DUDJXD\�DQG�%UD]LO�LV�DQRWKHU
SUREDEOH�PHWKRG�IRU�PRYLQJ�QDUFRWLFV�LQWR�DQG�WKURXJK�$UJHQWLQD��'UXJ�VKLSPHQWV�RXW�RI�WKH�FRXQWU\
DUH�PRVWO\�YLD�FRPPHUFLDO�DLUFUDIW�RU�WKURXJK�$UJHQWLQD
V�PDULWLPH�SRUW�V\VWHPV��&RXULHUV�RI�FRFDLQH
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IURP�%XHQRV�$LUHV
�(]HL]D�,QWHUQDWLRQDO�$LUSRUW�DUH�SULPDULO\�GHVWLQHG�IRU�(XURSH��6RXWK�$IULFD��DQG
$XVWUDOLD��$LU�FRXULHUV�RI�KHURLQ�DUH�SULPDULO\�GHVWLQHG�IRU�WKH�8QLWHG�6WDWHV��0DULWLPH�WUDQVSRUW�IURP
$UJHQWLQD�LV�FRQGXFWHG�E\�SDVVHQJHUV��EXON�FDUJR�DQG�SRVVLEO\�FRQWDLQHUL]HG�FDUJR�GHSDUWLQJ�IURP
$UJHQWLQH�SRUWV�

$V�D�PHPEHU�RI�0(5&2685��$UJHQWLQD�FDQQRW�RSHQ�DQG�LQVSHFW�VHDOHG�FRQWDLQHUV�IURP�DQRWKHU
PHPEHU�VWDWH�ZKLFK�DUH�SDVVLQJ�WKURXJK�WKH�FRXQWU\�LQ�WUDQVLW��7KHVH�VHDOHG�DQG�XQLQVSHFWHG
FRQWDLQHUV�DUH�FRQVLGHUHG�WR�EH�D�KLJK�WUDIILFNLQJ�WKUHDW�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

7KH�JRYHUQPHQW�DFWLYHO\�RSSRVHV�GUXJ�WUDIILFNLQJ�DQG�WKH�VDOH�DQG�XVH�RI�LOOHJDO�QDUFRWLFV�ZLWKLQ�WKH
FRXQWU\��$UJHQWLQD�LV�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��,Q�������WKH�$UJHQWLQH�FRQJUHVV�SDVVHG
WKH�ODZV�QHFHVVDU\�WR�EULQJ�WKH������81�'UXJ�&RQYHQWLRQ�LQWR�HIIHFW��9DULRXV�SUHVLGHQWLDO�GHFUHHV
VLQFH�WKHQ�KDYH�WDUJHWHG�PRQH\�ODXQGHULQJ�DQG�DOORZHG�DVVHW�VHL]XUHV��,Q�������D�ZLWQHVV�SURWHFWLRQ
SURJUDP�IRU�NH\�ZLWQHVVHV�LQ�GUXJ�UHODWHG�SURVHFXWLRQV�ZDV�FUHDWHG�

$UJHQWLQD�UHPDLQV�YHU\�DFWLYH�LQ�PXOWLODWHUDO�FRXQWHUQDUFRWLFV�RUJDQL]DWLRQV�VXFK�DV�WKH�,QWHU
$PHULFDQ�'UXJ�$EXVH�&RPPLVVLRQ��&,&$'���WKH�,QWHUQDWLRQDO�'UXJ�(QIRUFHPHQW�&RQIHUHQFH
�,'(&���DQG�WKH�81'&3��,Q�������$UJHQWLQD�FRQWLQXHG�WR�XUJH�0(5&2685�WR�SOD\�D�ODUJHU�UROH�LQ
PRQH\�ODXQGHULQJ�DQG�FKHPLFDO�SUHFXUVRU�GLYHUVLRQ�LQYHVWLJDWLRQV��7KH�*2$�DOVR�KRVWHG�WKH�,'(&�LQ
�����

'HPDQG�5HGXFWLRQ��7KH�*2$�KDV�WUDGLWLRQDOO\�IRFXVHG�LWV�QDUFRWLFV�HIIRUWV�RQ�GHPDQG
UHGXFWLRQ��'UXJ�XVH�LV�WUHDWHG�DV�D�PHGLFDO�SUREOHP�DQG�DGGLFWV�DUH�HOLJLEOH�WR�UHFHLYH
JRYHUQPHQW�VXEVLGL]HG�WUHDWPHQW��%XHQRV�$LUHV�SURYLQFH��WKH�PRVW�KHDYLO\�SRSXODWHG��KDV
LWV�RZQ�ZHOO�HVWDEOLVKHG�GHPDQG�UHGXFWLRQ�SURJUDP�ZKLFK�FRLQFLGHV�ZLWK�WKH�SURYLQFH
SUREDEO\�KRVWLQJ�WKH�PRVW�GUXJ�XVHUV�

/DZ�(QIRUFHPHQW�(IIRUWV��$UJHQWLQD�KDV�PDQ\�IHGHUDO�DQG�SURYLQFLDO�SROLFH�IRUFHV
LQYROYHG�LQ�WKH�FRXQWHUQDUFRWLFV�HIIRUW��7KH�SULPDU\�IHGHUDO�IRUFHV�LQYROYHG�DUH�WKH�)HGHUDO
3ROLFH��ZKR�DOVR�KDYH�MXULVGLFWLRQ�IRU�FULPHV�FRPPLWWHG�LQ�RU�FRQQHFWHG�WR�WKH�FLW\�RI�%XHQRV
$LUHV���WKH�*HQGDUPHULH�1DFLRQDO��ERUGHU�SROLFH���WKH�1DWLRQDO�&XVWRPV�6HUYLFH��WKH
1DWLRQDO�$LU�3ROLFH��DQG�WKH�1DWLRQDO�&RDVW�*XDUG��7KH�SURYLQFLDO�SROLFH�IRUFHV�RI�%XHQRV
$LUHV��6DOWD��DQG�-XMX\�DUH�DOVR�YHU\�LQYROYHG�LQ�WKH�FRXQWHUQDUFRWLFV�FDPSDLJQ�

$OO�RI�$UJHQWLQD
V�VHFXULW\�IRUFHV�IDFH�FRQWLQXLQJ�VHYHUH�FRXQWHUQDUFRWLFV�EXGJHW�OLPLWDWLRQV�ZKLFK
KDYH�KDPSHUHG�LQYHVWPHQW�LQ�WUDLQLQJ�DQG�HTXLSPHQW��$OVR��D�ODFN�RI�FRRUGLQDWLRQ�EHWZHHQ�WKH�PDQ\�
DQG�DW�WLPHV��FRPSHWLQJ��ODZ�HQIRUFHPHQW�RUJDQL]DWLRQV�FRQWLQXHV�WR�OHVVHQ�*2$�HIIHFWLYHQHVV��7KH
*2$�UHFRJQL]HV�WKLV�SUREOHP�DQG�KDV�WDNHQ�VRPH�VWHSV�WR�WU\�WR�DOOHYLDWH�LW�

0DULMXDQD�VHL]XUHV�ZHUH�XS�GUDPDWLFDOO\�IURP������DV�ZHUH�KHURLQ�VHL]XUHV��,Q��������������NLORJUDPV
RI�PDULMXDQD�����NLORJUDPV�RI�KHURLQ�DQG�DSSUR[LPDWHO\�����PHWULF�WRQV�RI�FRFDLQH�EDVH�DQG
K\GURFKORULGH�ZHUH�VHL]HG��,Q��������������NLORJUDPV�RI�PDULMXDQD�������NLORJUDPV�RI�KHURLQ�DQG�RYHU
WZR�PHWULF�WRQV�RI�FRFDLQH�EDVH�DQG�K\GURFKORULGH�ZHUH�VHL]HG�LQ�$UJHQWLQD��+RZHYHU��GUXJ�DUUHVW
VWDWLVWLFV�GHFOLQHG�LQ�������IURP�������DUUHVWV�LQ������WR�������DUUHVWV�LQ�������7KH�8�6��(PEDVV\
EHOLHYHV�WKLV�GHPRQVWUDWHV�D�PRUH�IRFXVHG�XVH�RI�*2$�ODZ�HQIRUFHPHQW�LQYHVWLJDWLYH�UHVRXUFHV��ZKHUH
WUDIILFNLQJ�RUJDQL]DWLRQV�DUH�EHLQJ�WDUJHWHG�LQVWHDG�RI�WKH�LQGLYLGXDO�YLRODWRU�

&RUUXSWLRQ��7KH�UHFHQWO\�UHVWUXFWXUHG�'H�/D�5XD�JRYHUQPHQW�KDV�UHLWHUDWHG�WKDW�WKH�ILJKW
DJDLQVW�FRUUXSWLRQ�LV�RQH�RI�LWV�KLJKHVW�SULRULWLHV��$UJHQWLQD�LV�D�SDUW\�WR�WKH�,QWHU�$PHULFDQ
$QWL�&RUUXSWLRQ�&RQYHQWLRQ�DQG�KDV�VLJQHG�WKH�2(&'�DQWLEULEHU\�FRQYHQWLRQ�

$JUHHPHQWV�DQG�7UHDWLHV��,Q�������$UJHQWLQD�DQG�WKH�86*�VLJQHG�D�PXWXDO�OHJDO
DVVLVWDQFH�WUHDW\�WKDW�ZHQW�LQWR�HIIHFW�LQ�������,Q�������WKH�86*�DQG�$UJHQWLQD�VLJQHG�D�QHZ
H[WUDGLWLRQ�WUHDW\��7KH�H[FKDQJH�RI�LQVWUXPHQWV�RI�UDWLILFDWLRQ�WRRN�SODFH�RQ�-XQH���������
DQG�WKH�WUHDW\�ZHQW�LQWR�HIIHFW�RQ�-XQH�����UHSODFLQJ�DQ�RXWGDWHG�WUHDW\�VLJQHG�LQ�������$
PHPRUDQGXP�RI�XQGHUVWDQGLQJ�EHWZHHQ�WKH�8�6��7UHDVXU\�DQG�6('521$5�GHDOLQJ�ZLWK
WKH�H[FKDQJH�RI�ILQDQFLDO�LQIRUPDWLRQ�UHODWLQJ�WR�PRQH\�ODXQGHULQJ�ZDV�VLJQHG�LQ������

7KH�*2$�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��,W�DOVR�KDV�ELODWHUDO�QDUFRWLFV�FRRSHUDWLRQ
DJUHHPHQWV�ZLWK�PDQ\�QHLJKERULQJ�FRXQWULHV��7KH�8QLWHG�.LQJGRP��*HUPDQ\��$XVWUDOLD��)UDQFH��DQG
,WDO\�SURYLGH�OLPLWHG�WUDLQLQJ�DQG�HTXLSPHQW�VXSSRUW��$UJHQWLQD�VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW
7UDQVQDWLRQDO�2UJDQL]HG�&ULPH�DQG�LWV�SURWRFROV�LQ�'HFHPEHU������

3UHFXUVRU�&KHPLFDO�&RQWURO��$UJHQWLQD�KDV�D�ZHOO�GHYHORSHG�FKHPLFDO�LQGXVWU\�ZKLFK



SURGXFHV�PDQ\�RI�WKH�QHFHVVDU\�VROYHQWV��DFLGV��DQG�R[LGL]LQJ�FKHPLFDOV�QHHGHG�IRU�WKH
H[WUDFWLRQ�RI�FRFDLQH�IURP�WKH�FRFD�OHDI�DQG�LWV�VXEVHTXHQW�SXULILFDWLRQ��$UJHQWLQH�DXWKRULWLHV
VHL]HG����������OLWHUV�RI�FKHPLFDOV�LQ������

$�SUHVLGHQWLDO�GHFUHH�VLJQHG�LQ������SODFHG�FRQWUROV�RQ�HVVHQWLDO�FKHPLFDOV�DQG�SUHFXUVRUV��UHTXLULQJ
WKDW�DOO�PDQXIDFWXUH��LPSRUW�RU�H[SRUW�RI�SUHFXUVRU�FKHPLFDOV��DQG�FHUWDLQ�SKDUPDFHXWLFDO�GUXJV��EH
UHJLVWHUHG�ZLWK�6('521$5��,Q�������DQRWKHU�GHFUHH�LQFOXGHG�WKH�QHHG�IRU�GLVWULEXWRUV�DQG
WUDQVSRUWHUV�WR�UHJLVWHU��8QWLO�YHU\�UHFHQWO\��QRW�PXFK�ZDV�GRQH�WR�YHULI\�WKH�ERQD�ILGHV�RI�FKHPLFDO
WUDQVIHUV��'XH�WR�UHVRXUFH�FRQVWUDLQWV�DQG�GHILFLHQFLHV�LQ�WKH�UHOHYDQW�HDUOLHU�GHFUHHV��WKHUH�KDYH�EHHQ
YHU\�IHZ�LQYHVWLJDWLRQV�LQWR�VXVSLFLRXV�FKHPLFDO�WUDQVIHUV�

6('521$5�KDV�UHFRJQL]HG�ORQJVWDQGLQJ�SUREOHPV�ZLWK�WKH�ROG�FKHPLFDO�UHJLVWHU��7KH�*2$�KDV
LQWURGXFHG�QHZ�DQG�PRUH�VHFXUH�LPSRUW�DQG�H[SRUW�FHUWLILFDWHV��6('521$5�KDV�EHJXQ�WR�UHEXLOG�D
QDWLRQDO�GDWDEDVH�RI�SURGXFHUV�DQG�GLVWULEXWRUV�WR�JDLQ�D�EHWWHU�XQGHUVWDQGLQJ�RI�WKH�VFRSH�RI�WKH
SUREOHP�DQG�KDV�IRUPHG�DQ�HLJKW�SHUVRQ�FKHPLFDO�LQYHVWLJDWLRQ�XQLW��7KH�*2$�KDV�SURSRVHG�WR�LWV
QHLJKERUV�WKDW�WKH\�ZRUN�PRUH�FORVHO\�WRJHWKHU�WR�PRQLWRU�WKH�IORZV�RI�FKHPLFDOV�LQ�WKH�UHJLRQ�
6('521$5�RIILFLDOV�VD\�WKH\�DUH�ZLOOLQJ�DQG�DEOH�WR�H[FKDQJH�UHFRUGV�ZLWK�86*�ODZ�HQIRUFHPHQW
DXWKRULWLHV�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

,Q�������WKH�JRYHUQPHQWV�RI�WKH�8QLWHG�6WDWHV�DQG�$UJHQWLQD�VLJQHG�D�FRRSHUDWLRQ�DJUHHPHQW�DJDLQVW
GUXJ�WUDIILFNLQJ��ZKLFK�ZDV�LPSOHPHQWHG�DQQXDOO\�XQWLO������WKURXJK�D�VHULHV�RI�PHPRUDQGD�RI
XQGHUVWDQGLQJ��7KH�SURJUDPV�FRQWLQXH��XVLQJ�PRQH\�REOLJDWHG�GXULQJ�HDUOLHU�\HDUV��'XULQJ�WKDW�WLPH�
86*�DVVLVWDQFH�WRWDOHG�DSSUR[LPDWHO\������PLOOLRQ��-XVW�RYHU����PLOOLRQ�ZDV�XVHG�WR�VXSSO\�HTXLSPHQW�
ZLWK�WKH�EDODQFH�XVHG�IRU�WUDLQLQJ�SURJUDPV�IRU�$UJHQWLQH�ODZ�HQIRUFHPHQW�SHUVRQQHO�

&RRSHUDWLRQ�EHWZHHQ�WKH�86*�DQG�$UJHQWLQH�DXWKRULWLHV��ERWK�IHGHUDO�DQG�SURYLQFLDO��FRQWLQXHG�WR�EH
H[FHOOHQW�LQ�������7KH�1RUWKHUQ�%RUGHU�7DVN�)RUFH��1%7)��DQG�*URXS�&RQGRU��PDMRU�'($�
VXSSRUWHG�LQLWLDWLYHV�LQ�WKH�IURQWLHU�UHJLRQ�ZLWK�%ROLYLD��FRQWLQXH�WR�SURGXFH�QRWHZRUWK\�UHVXOWV��%RWK
WKH�1%7)�DQG�*URXS�&RQGRU�GHYRWH�DOO�RI�WKHLU�LQYHVWLJDWLYH�UHVRXUFHV�WR�FRXQWHUQDUFRWLFV�ZRUN�
6WDWH�'HSDUWPHQW�IXQGLQJ�KDV�EHHQ�XVHG�WR�SURYLGH�HTXLSPHQW�DQG�WUDLQLQJ�IRU�ERWK�XQLWV��7KH�1%7)
DQG�*URXS�&RQGRU�KDYH�VHL]HG�������NLORJUDPV�RI�FRFDLQH�DQG�DUUHVWHG����WUDIILFNHUV�LQ�FDOHQGDU�\HDU
������$�PDMRU�EHQHILW�GHULYHG�IURP�ERWK�WKH�1%7)�DQG�*URXS�&RQGRU�RSHUDWLRQV�KDV�EHHQ�WKH
FRRSHUDWLRQ�EHWZHHQ�SDUWLFLSDWLQJ�DJHQFLHV�LQ�WKH�FRQGXFW�RI�MRLQW�LQYHVWLJDWLRQV��7KH�8�6��(PEDVV\�LQ
%XHQRV�$LUHV�ZLOO�FRQWLQXH�WR�ZRUN�ZLWK�DQG�WUDLQ�WKH�YDULRXV�DJHQFLHV�LQYROYHG�LQ�WKHVH�JURXSV�WR
HQVXUH�FRQWLQXHG�VXFFHVV�

7KH�8�6��(PEDVV\�IXQGHG�WKH�SDUWLFLSDWLRQ�RI�D�8�6��H[SHUW�LQYROYHG�LQ�WKH�GHYHORSPHQW�RI�WKH
�3DUWQHUVKLS�IRU�D�'UXJ�)UHH�$UJHQWLQD���7KH�$UJHQWLQH�$G�&RXQFLO�ODXQFKHG�WKH�SURJUDP�LQ�ODWH
������7KH�DG�FRXQFLO�HVWLPDWHV�WKDW�ORFDO�PHGLD�KDV�GRQDWHG�RYHU�����PLOOLRQ�LQ�IUHH�WLPH�DQG�VSDFH�
7KH�FDPSDLJQ�KDV�EHHQ�YHU\�VXFFHVVIXO��EULQJLQJ�LQ�WKRXVDQGV�RI�FDOOV�IRU�LQIRUPDWLRQ�DERXW
SUHYHQWLRQ�DQG�UHKDELOLWDWLRQ�SURJUDPV��7KH�8�6��(PEDVV\�ZDV�D OVR�DFWLYH�LQ�VSRQVRULQJ�D�VXFFHVVIXO
VHULHV�RI�VHPLQDUV�RQ�GUXJV�DQG�WKH�PHGLD�

7KH�5RDG�$KHDG��7KH�*2$�VKRXOG�FRQWLQXH�WR�IRFXV�LWV�HIIRUWV�RQ�WKH�FULWLFDO�QRUWKHUQ
ERUGHU�DUHD�ZKHUH�WKH�YDVW�PDMRULW\�RI�FRFDLQH�HQWHUV�$UJHQWLQD��ZLWKRXW�QHJOHFWLQJ�RWKHU
SRWHQWLDOO\�LPSRUWDQW�DUHDV�VXFK�DV�WKH�WUL�ERUGHU�DUHD�ZKHUH�$UJHQWLQD��3DUDJXD\��DQG
%UD]LO�PHHW��7KH�86*�ZLOO�ZRUN�ZLWK�WKH�$UJHQWLQH�&XVWRPV�6HUYLFH�DQG�$LU�3ROLFH�WR�WDUJHW
KHURLQ�WUDIILFNLQJ�WR�WKH�8�6��(DVW�&RDVW�DQG�FRFDLQH�PRYHPHQWV�E\�FRXULHUV�WKURXJK
$UJHQWLQD
V�DLUSRUWV��7KH�*2$�VKRXOG�DOVR�GHWHUPLQH�WKH�H[WHQW�RI�6RXWK�$WODQWLF�PDULWLPH
WUDIILFNLQJ��7KH�8�6��(PEDVV\�ZLOO�FRQWLQXH�WR�ZRUN�ZLWK�6('521$5�WR�GHYHORS�HIIHFWLYH
FKHPLFDO�FRQWUROV�DQG�LGHQWLI\�WKH�LOOHJDO�GLYHUVLRQ�RI�SUHFXUVRU�FKHPLFDOV�

Bolivia

,��6XPPDU\

%ROLYLD�FRQWLQXHV�WR�EH�WKH�PRGHO�IRU�WKH�UHJLRQ�LQ�FRFD�HUDGLFDWLRQ��$Q�H[WUHPHO\�HIIHFWLYH�HUDGLFDWLRQ
SURJUDP�LQ�WKH�&KDSDUH��SUHYLRXVO\�%ROLYLD
V�SULQFLSDO�FRFD�JURZLQJ�UHJLRQ�KDV�UHGXFHG�WKH�QXPEHU�RI
KHFWDUHV�RI�FRFD�XQGHU�FXOWLYDWLRQ�WR�IHZHU�WKDQ������'HVSLWH�UHFHQW�FKDQJHV�ZLWKLQ�WKH�%DQ]HU
JRYHUQPHQW�DQG�GLVWXUEDQFHV�WKURXJKRXW�WKH�FRXQWU\��DOO�FRPPHUFLDOO\�VLJQLILFDQW�FRFD�ILHOGV�ZHUH
HOLPLQDWHG�IURP�WKH�&KDSD UH�E\�WKH�HQG�RI�������7KH�GLVWXUEDQFHV�DOVR�QHJDWLYHO\�LPSDFWHG�WKH�JDLQV
LQ�FRXQWHUQDUFRWLFV�DOWHUQDWLYH�GHYHORSPHQW�SURGXFWLRQ��(YHQ�WKRXJK�%ROLYLD�SURGXFHG�OHVV�FRFDLQH�LQ
�����WKDQ�WKH�\HDU�EHIRUH��GUXJ�VHL]XUHV�LQFUHDVHG��ZKHQ�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�SRWHQWLDO



SURGXFWLRQ��(QIRUFHPHQW�RI�WKH�DQWL�PRQH\�ODXQGHULQJ�ODZ�ZDV�KDPSHUHG�E\�EXUHDXFUDWLF
LQVXIILFLHQFLHV�DQG�OHJDO�UHVWULFWLRQV��UHVXOWLQJ�LQ�QR�DUUHVWV�RU�SURVHFXWLRQV�LQ�������,W�UHPDLQV�XQFOHDU
LI�QHZ�UHJXODWLRQV�WKDW�ZLOO�WDNH�HIIHFW�LQ�0D\������ZLOO�UHVROYH�WKH�OHJDO�DPELJXLWLHV�UHJDUGLQJ�DVVHW
VHL]XUH�DQG�IRUIHLWXUH�

$�KLJKO\�HIIHFWLYH�FKHPLFDO�LQWHUGLFWLRQ�SURJUDP�KDV�IRUFHG�%ROLYLDQ�WUDIILFNHUV�WR�FRQWLQXH�WR�UHO\�RQ
LQIHULRU�VXEVWLWXWHV�IRU�VFDUFH�DQG�H[SHQVLYH�FKHPLFDOV�VPXJJOHG�LQ�IURP�QHLJKERULQJ�FRXQWULHV�DQG�WR
VWUHDPOLQH�WKH�FRFDLQH�EDVH�DQG�K\GURFKORULGH��+&O��SURGXFWLRQ�SURFHVV��$V�D�FRQVHTXHQFH��WKH�SXULW\
RI�%ROLYLDQ�FRFDLQH�KDV�EHHQ�JUHDWO\�UHGXFHG��0RVW�IRUHLJQ�WUDIILFNHUV�QRZ�SUHIHU�WR�SXUFKDVH�EDVH�LQ
%ROLYLD��RU�WR�LPSRUW�3HUXYLDQ�EDVH�IRU�WUDQVVKLSPHQW�DQG�SURFHVVLQJ�LQWR�+&O�LQ�%UD]LO��ZKHUH
HVVHQWLDO�FKHPLFDOV�DUH�UHDGLO\�DYDLODEOH��&RXQWHUQDUFRWLFV�DOWHUQDWLYH�GHYHORSPHQW�LQLWLDWLYHV�LQ�WKH
&KDSDUH�FRQWLQXH�WR�SURYLGH�OLFLW�DOWHUQDWLYHV�WR�FRFD��%ROLYLD�LV�D�SDUW\�WR�WKH������81�&RQYHQWLRQ�

,,��6WDWXV�RI�&RXQWU\

'XULQJ�������%ROLYLD�FRQWLQXHG�WR�WUDLO�&RORPELD�DQG�3HUX�LQ�WKH�SURGXFWLRQ�RI�FRFD�OHDI�DQG�FRFDLQH�
,Q�������WKH�*RYHUQPHQW�RI�%ROLYLD��*2%��HUDGLFDWLRQ�SURJUDP�UHGXFHG�FRFD�FXOWLYDWLRQ�E\���
SHUFHQW�QDWLRQZLGH³DQG�E\�RYHU����SHUFHQW�LQ�WKH�&KDSDUH³IURP��������KHFWDUHV�DW�WKH�HQG�RI�����
WR��������KHFWDUHV�E\�WKH�HQG�RI�������3RWHQWLDO�OHDI�SURGXFWLRQ�GHFOLQHG�E\����SHUFHQW��IURP�������
PHWULF�WRQV�WR��������PHWULF�WRQV��DQG�SRWHQWLDO�FRFDLQH�SURGXFWLRQ�IHOO�IURP����PHWULF�WRQV�LQ������WR
���PHWULF�WRQV��6LQFH�������%ROLYLD
V�FDSDFLW\�WR�SURGXFH�FRFDLQH�KDV�EHHQ�UHGXFHG�IURP�����PHWULF
WRQV�WR�WKH�ORZHVW�OHYHOV�RI�FXOWLYDWLRQ�DQG�SRWHQWLDO�FRFDLQH�SURGXFWLRQ�VLQFH�WKH�86*�EHJDQ
FRQGXFWLQJ�LPDJHU\�EDVHG�FURS�HVWLPDWHV�IRU�%ROLYLD�LQ������

$W�WKH�HQG�RI�������%ROLYLD�KDG�D�QHJOLJLEOH�DPRXQW�RI�FRFD�XQGHU�FXOWLYDWLRQ�LQ�WKH�&KDSDUH�UHJLRQ�
KDYLQJ�UHGXFHG�WKH�UHPDLQLQJ�������KHFWDUHV�WR�OHVV�WKDQ�����KHFWDUHV�LQ�'HFHPEHU�������7KH
UHPDLQLQJ�FRQFHQWUDWLRQ�RI�DSSUR[LPDWHO\��������KHFWDUHV�LV�ORFDWHG�LQ�WKH�<XQJDV�UHJLRQ��DQG����
KHFWDUHV�DUH�XQGHU�FXOWLYDWLRQ�LQ�$SROR��7KH�*RYHUQPHQW�RI�%ROLYLD��*2%��LV�FXUUHQWO\�SUHSDULQJ�DQ
HUDGLFDWLRQ�FRFD�UHGXFWLRQ�SURJUDP�IRU�WKH�<XQJDV�WR�FRPPHQFH�LQ�0DUFK�$SULO�������$UWLFOH����RI
ODZ�������%ROLYLD
V�EDVLF�FRXQWHUQDUFRWLFV�ODZ��SUHVHQWO\�DOORZV�IRU�WKH�FXOWLYDWLRQ�RI��������KHFWDUHV
LQ�WKH�<XQJDV�LQ�RUGHU�WR�VDWLVI\�OHJDO�GHPDQG��7KH�VDPH�DUWLFOH�SHUPLWV�WKH�JRYHUQPHQW�SHULRGLFDOO\�WR
UHHYDOXDWH�WKH�QHHGV�RI�WKH�OHJDO�FRFD�PDUNHW�DQG�UHYLVH�WKH�OLPLW�DFFRUGLQJO\��7KH�JRYHUQPHQW�SODQV
WR�FRQGXFW�VXFK�DQ�HYDOXDWLRQ�GXULQJ�WKH�FRPLQJ�\HDU��7KH�TXDQWLW\�RI�FRFD�JURZQ�LQ�$SROR�LV�QRW
FRQVLGHUHG�VLJQLILFDQW��DQG�QR�HYLGHQFH�VXJJHVWV�LW�LV�EHLQJ�JURZQ�IRU�RWKHU�WKDQ�OHJLWLPDWH�SXUSRVHV�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��7KH�EDLO�SURYLVLRQV�RI�WKH�&RGH�RI�&ULPLQDO�3URFHGXUHV��&&3��WRRN�SDUWLDO
HIIHFW�RQ�0D\�����������DXWKRUL]LQJ�FRQWLQXHG�GHWHQWLRQ�ZKHUH�WKH�FRXUW�GHWHUPLQHV�D�ULVN�RI
IOLJKW�RU�REVWUXFWLRQ�RI�MXVWLFH�H[LVW��.H\�DQWLQDUFRWLFV�SURYLVLRQV��VXFK�DV�VWULFWHU�UXOHV�RI
HYLGHQFH��ZLOO�QRW�WDNH�HIIHFW�XQWLO�0D\�����������ZKHQ�WKH�FRGH�WDNHV�IXOO�HIIHFW��3URJUHVV�RQ
FRPSOHPHQWDU\�OHJLVODWLRQ��LQFOXGLQJ�WKH�3XEOLF�0LQLVWU\�/DZ��3ROLFH�/DZ��DQG�-XGLFLDO
%UDQFK�/DZ�KDV�EHHQ�VORZ��7KH�3XEOLF�0LQLVWU\�/DZ��ZKLFK�LV�GHVLJQHG�WR�SURIHVVLRQDOL]H
WKH�SURVHFXWRULDO�IXQFWLRQ�DQG�JLYH�SURVHFXWRUV�JUHDWHU�LQGHSHQGHQFH�DQG�FRQWURO�RYHU
LQYHVWLJDWLRQV��KDV�SDVVHG�WKH�/RZHU�+RXVH�RI�&RQJUHVV��,Q�WKH�IORRU�GHEDWH��WKH�1DWLRQDO
5HYROXWLRQDU\�0RYHPHQW��015��3DUW\�RSSRVHG�DQ�DUWLFOH�WKDW�DOORZV�WKH�&RQJUHVV�EURDG
RYHUVLJKW�RYHU�WKH�3XEOLF�0LQLVWU\��DQG�LV�VHHNLQJ�WR�KDYH�WKLV�RYHUWXUQHG�LQ�WKH
&RQVWLWXWLRQDO�7ULEXQDO��7KH�&RQJUHVV�DOVR�GHFLGHG�WR�WHPSRUDULO\�UHWDLQ�LWV�FRQWURO�RYHU�WKH
VHOHFWLRQ�RI�GLVWULFW�SURVHFXWRUV��DOWKRXJK�WKLV�ZLOO�SDVV�WR�WKH�$WWRUQH\�*HQHUDO�RQFH�D
FDUHHU�SURVHFXWRULDO�VHUYLFH�LV�HVWDEOLVKHG�

&XOWLYDWLRQ��7RWDO�FXOWLYDWLRQ�RI�FRFD�LQ�%ROLYLD�ZDV�DSSUR[LPDWHO\��������KHFWDUHV�DW�WKH
HQG�RI�������������OHVV�WKDQ�D�\HDU�HDUOLHU��2I�WKH�WRWDO���������KHFWDUHV�ZHUH�RI�PDWXUH�
KDUYHVWDEOH�FRFD��D����SHUFHQW�UHGXFWLRQ�IURP�WKH�SUHYLRXV�\HDU��2QO\�����KHFWDUHV�RI�QHZ
FRFD�ZHUH�SODQWHG�

2QH�KHFWDUH�RI�&KDSDUH�FRFD�\LHOGV�DQ�DYHUDJH�RI�����PHWULF�WRQV�RI�VXQ�GULHG�FRFD�OHDI��ZKLFK��LQ
WXUQ��SURGXFHV�����NLORV�RI�FRFDLQH��7KH�HUDGLFDWLRQ�RI�������KHFWDUHV�RI�&KDSDUH�FRFD�GXULQJ�WKLV�\HDU�
WKHUHIRUH��SUHYHQWHG�DSSUR[LPDWHO\����PHWULF�WRQV�RI�FRFDLQH�IURP�EHLQJ�PDQXIDFWXUHG�DQG�H[SRUWHG
WR�WKH�8�6��DQG�RWKHU�GHVWLQDWLRQV�

3URGXFWLRQ��)RU�WKH�VL[WK�\HDU�LQ�D�URZ��WRWDO�SRWHQWLDO�FRFDLQH�SURGXFWLRQ�LQ�%ROLYLD�KDV
GHFOLQHG��IURP�����PHWULF�WRQV�LQ������WR����PHWULF�WRQV�LQ�������0RUHRYHU��WKH�GHVWUXFWLRQ�RI
�������VTXDUH�PHWHUV�RI�VHHGEHGV�HQVXUHV�WKLV�WUHQG�ZLOO�FRQWLQXH�ZKHQ�WKH�JRYHUQPHQW
V
FRFD�UHGXFWLRQ�HIIRUW�PRYHV�WR�WKH�<XQJDV�LQ������



&RXQWHUQDUFRWLFV�$OWHUQDWLYH�'HYHORSPHQW��7KH�8�6��$JHQF\�IRU�,QWHUQDWLRQDO
'HYHORSPHQW��86$,'���ZLWK�IXQGLQJ�IURP�WKH�'HSDUWPHQW�RI�6WDWH
V�%XUHDX�RI�,QWHUQDWLRQDO
1DUFRWLFV�DQG�/DZ�(QIRUFHPHQW�$IIDLUV��VXSSRUWV�WKH�*2%
V�DOWHUQDWLYH�GHYHORSPHQW
DFWLYLWLHV�ZKLFK�IRFXV�RQ�FRQVROLGDWLQJ�WKH�DJULFXOWXUDO�DQG�LQIUDVWUXFWXUH�QHWZRUN��DQG
HQDEOLQJ�IDUPHUV�WR�VXSSRUW�WKHPVHOYHV�DQG�WKHLU�IDPLOLHV�ZLWKRXW�WKH�QHHG�WR�FXOWLYDWH�FRFD�
86$,'�VXSSRUWHG�RUJDQL]DWLRQV�DUH�FRQWULEXWLQJ�WR�QHW�FRFD�UHGXFWLRQ�E\�SURYLGLQJ
DOWHUQDWLYH�GHYHORSPHQW�DVVLVWDQFH�WR�WKRVH�FRPPXQLWLHV�DQG�IDUPHU�RUJDQL]DWLRQV�WKDW�DUH
ZLOOLQJ�WR�HOLPLQDWH�DOO�RI�WKHLU�FRFD�SODQWLQJV�RU�KDYH�KDG�DOO�WKHLU�FRFD�HUDGLFDWHG�IRUFLEO\�

$V�RI�6HSWHPEHU����������WKH�YROXPH�RI�OLFLW�DOWHUQDWLYH�GHYHORSPHQW�SURGXFWLRQ�OHDYLQJ�WKH�&KDSDUH�
DV�GHWHUPLQHG�E\�WKH�WUDQVSRUW�VXUYH\�DW�WKH�UHJLRQ
V�WZR�SRLQWV�RI�H[LW��WRWDOHG�������PLOOLRQ�
VXEVWDQWLDOO\�DERYH�FDOHQGDU�\HDU�����
V����PRQWK�WRWDO�RI�������PLOOLRQ��([SRUWV�RI�&KDSDUH�OLFLW�IUHVK
DQG�SURFHVVHG�FURSV�WRWDOHG������PLOOLRQ��OHVV�IHHV�IRU�VHUYLFHV�RU�GXHV�SDLG�E\�PHPEHUV��7KH�QXPEHU
RI�GRPHVWLF�DJULEXVLQHVVHV�SXUFKDVLQJ�&KDSDUH�FURSV�RU�VXSSO\LQJ�DJULFXOWXUDO�LQSXWV�KDG�LQFUHDVHG
IURP����WR����DJULEXVLQHVVHV�

7KH�WKUHH�ZHHNV�RI�FLYLO�YLROHQFH�DQG�URDG�EORFNDJHV�LQ�2FWREHU��KRZHYHU��UHGXFHG�RYHUDOO�HFRQRPLF
DFWLYLW\�LQ�%ROLYLD�E\�QHDUO\�KDOI��)DUPJDWH�ORVVHV�WR�WKH�&KDSDUH�IDUPHUV�SDUWLFLSDWLQJ�LQ�DOWHUQDWLYH
GHYHORSPHQW�DFWLYLWLHV�H[FHHG�������PLOOLRQ�DQG�SURGXFWLRQ�LQIUDVWUXFWXUH�ZDV�GHVWUR\HG�E\�SURWHVWLQJ
FRFD�JURZHUV��FRFDOHURV���+DUG�ZRQ�PDUNHW�OLQNDJHV�ZLWK�$UJHQWLQH�DQG�&KLOHDQ�EX\HUV�ZHUH�DOVR
VHYHUHO\�GDPDJHG�E\�WKH�LQDELOLW\�RI�&KDSDUH�SURGXFHUV�WR�FRPSO\�ZLWK�GHOLYHU\�FRQWUDFWV��7KH
FRFDOHUR�DQG�RWKHU�FLYLO�JURXSV�EHKLQG�WKH�YLROHQFH�DQG�GHVWUXFWLRQ�KDYH�VHYHUHO\�MHRSDUGL]HG�ZKDW
KDG�EHHQ�H[SDQGLQJ�HFR�WRXULVP�DQG�EXVLQHVV�LQYHVWPHQW�RSSRUWXQLWLHV��LQFOXGLQJ�FDXVLQJ�WKH
GHSDUWXUH�RI�ILQDQFLDO�LQVWLWXWLRQV�SRLVHG�WR�EHJLQ�LQYHVWLQJ�DQG�SURYLGLQJ�ILQDQFLDO�VHUYLFHV�LQ�WKH
&KDSDUH�

0RQH\�/DXQGHULQJ��,PSOHPHQWDWLRQ�RQ�WKH������ODZ�DJDLQVW�PRQH\�ODXQGHULQJ�EHJDQ�LQ
ODWH������ZKHQ�WKH�ILQDQFLDO�LQYHVWLJDWLYH�XQLW�RI�WKH�6XSHULQWHQGHQF\�RI�%DQNV�HVWDEOLVKHG
SURWRFROV�ZLWK�WKH�3XEOLF�0LQLVWU\�DQG�WKH�6SHFLDO�)RUFH�IRU�WKH�)LJKW�$JDLQVW�1DUFRWLFV
�)(/&1��IRU�WKH�WUDQVIHU�RI�LQIRUPDWLRQ��+RZHYHU��YDULRXV�IDFWRUV�KDYH�KDPSHUHG�WKH
HIIHFWLYH�HQIRUFHPHQW�RI�WKH�ODZ��LQFOXGLQJ�D��WKH�ODFN�RI�SHUVRQQHO�DQG�LQIUDVWUXFWXUH�LQ�WKH
3XEOLF�0LQLVWU\�DQG�ODZ�HQIRUFHPHQW�DJHQFLHV�WR�EH�DEOH�WR�FRQGXFW�FULPLQDO�LQYHVWLJDWLRQV�
E��UHVWULFWLRQV�RQ�WKH�DELOLW\�RI�WKH�XQLW�WR�PRQLWRU�RWKHU�ILQDQFLDO�LQVWLWXWLRQV��VXFK�DV�VWRFN�
ERQGV��DQG�LQVXUDQFH�EURNHUDJHV��DQG�F��D�FRQVWLWXWLRQDO�SURKLELWLRQ�RQ�ZLUHWDSSLQJ��1R
DUUHVWV�RU�SURVHFXWLRQV�IRU�PRQH\�ODXQGHULQJ�YLRODWLRQV�RFFXUUHG�LQ������

$VVHW�6HL]XUH��7KH�0LQLVWU\�RI�*RYHUQPHQW��02*��KDV�UHFHLYHG�WHFKQLFDO�DVVLVWDQFH�IURP
86$,'�WR�UHJXODWH�WKH�VHL]HG�DVVHWV�UHJLPH�HVWDEOLVKHG�E\�WKH�&&3��7KH�VHL]HG�DVVHWV
UHJLPH�ZLOO�WDNH�HIIHFW�RQ�0D\�����������DIWHU�WKH�02*�SXEOLVKHV�WKH�UHTXLUHG�UHJXODWLRQV�
7KHVH�QHZ�UHJXODWLRQV�VKRXOG�UHVROYH�WKH�DPELJXLWLHV�DQG�FRQIOLFWV�LQ�WKH�UHJLPH�DV�VHW�RXW
LQ�ODZ������DQG�WKH�VXSUHPH�GHFUHH�LVVXHG�LQ�WKH�ODVW�\HDU�RI�WKH�SUHGHFHVVRU�JRYHUQPHQW�
,W�LV�VWLOO�XQFOHDU��KRZHYHU��LI�WKHVH�QHZ�UHJXODWLRQV�ZLOO�VHUYH�WR�UHYLVH�WKH�FRGH�SURYLVLRQV
WKDW�DSSHDU�WR�EH�XQFRQVWLWXWLRQDO��VXFK�DV�SURYLVLRQV�WKDW�SURYLGH�IRU�WKH�VHL]XUH�DQG�VDOH�RI
WKH�SURSHUW\�RI�WKH�DFFXVHG�EHIRUH�D�ILQDO�GHWHUPLQDWLRQ�RI�JXLOW�RU�LQQRFHQFH�

([WUDGLWLRQ��%ROLYLD�DQG�WKH�8QLWHG�6WDWHV�VLJQHG�D�ELODWHUDO�H[WUDGLWLRQ�WUHDW\�LQ�������7KH
WUHDW\�HQWHUHG�LQWR�IRUFH�WKH�IROORZLQJ�\HDU�DQG�PDQGDWHV�WKH�H[WUDGLWLRQ�RI�QDWLRQDOV�IRU�PRVW
VHULRXV�RIIHQVHV��LQFOXGLQJ�GUXJ�WUDIILFNLQJ��7KH�*2%�KDV�H[WUDGLWHG�WZR�IXJLWLYHV�WR�WKH�8�6�
VLQFH�-DQXDU\�������DQG�KDV�GHWDLQHG�ILYH�RWKHUV��$OO�RI�WKHVH�FDVHV�DUH�UHODWHG�WR�QDUFRWLFV
FKDUJHV�

'HPDQG�5HGXFWLRQ�3URJUDPV��7KH�*2%
V�EXGJHW�FRQWDLQHG�OLWWOH�IXQGLQJ�IRU�WKH�9LFH
0LQLVWU\�IRU�3UHYHQWLRQ�DQG�5HKDELO LWDWLRQ��7KH�9LFH�0LQLVWU\��WKHUHIRUH��ZDV�XQDEOH�WR�SODQ�D
FRPSUHKHQVLYH�SURJUDP�RI�DZDUHQHVV�DQG�SUHYHQWLRQ��+RZHYHU��LQ�FRQMXQFWLRQ�ZLWK�WKH
9LFH�0LQLVWU\��WKH�86*�LV�VXSSRUWLQJ�SURJUDPV�GHVLJQHG�WR�IRFXV�RQ�GUXJ�DZDUHQHVV
HGXFDWLRQ�DQG�FRXQVHOLQJ�LQ�SXEOLF�VFKRROV�WKURXJKRXW�%ROLYLD�

/DZ�(QIRUFHPHQW�(IIRUWV��(YHQ�WKRXJK�%ROLYLD�SURGXFHG�OHVV�FRFDLQH�LQ������WKDQ�WKH
\HDU�EHIRUH��GUXJ�VHL]XUHV�LQFUHDVHG�ZKHQ�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�SRWHQWLDO
SURGXFWLRQ��$V�RI�1RYHPEHU������������PHWULF�WRQV�RI�FRFDLQH�GHULYDWLYHV�ZHUH�VHL]HG��EXW
PRVW�RI�WKLV�ZDV�3HUXYLDQ�LQ�RULJLQ���%DVHG�RQ�FRFDLQH�SURGXFWLRQ�HVWLPDWHV�RI����PHWULF
WRQV�IRU�%ROLYLD��WKH�VHL]XUH�DPRXQW�LV������SHUFHQW�RI�WKDW�HVWLPDWHG�SRWHQWLDO�WRWDO��,Q������
WKH�VHL]XUH�UDWH�ZDV�����SHUFHQW�RI�SRWHQWLDO�SURGXFWLRQ��DQG�����SHUFHQW�LQ������

0RVW�FKHPLFDOV�XVHG�LQ�SURFHVVLQJ�%ROLYLDQ�FRFD�OHDI�LQWR�FRFDLQH�EDVH�DQG�+&O�DUH�VPXJJOHG�IURP



QHLJKERULQJ�FRXQWULHV��:LWK�WKH�HIIHFWLYH�FKHPLFDO�LQWHUGLFWLRQ�SURJUDP�WKDW�WKH�*2%�KDV�HVWDEOLVKHG
RYHU�WKH�SDVW�WKUHH�\HDUV��HVVHQWLDO�FKHPLFDOV�DUH�KDUG�WR�REWDLQ�RU�GLIILFXOW�WR�DIIRUG��7KLV�KDV�IRUFHG
WKH�%ROLYLDQ�WUDIILFNHUV�WR�VWUHDPOLQH�WKH�FRFDLQH�SURGXFWLRQ�SURFHVV�WR�UHGXFH�RU�HOLPLQDWH�WKH�QHHG
IRU�VRPH�FKHPLFDOV��DQG�WR�XVH�LQIHULRU�VXEVWLWXWHV�DQG�UHF\FOLQJ��7KH�SXULW\�RI�%ROLYLDQ�FRFD LQH�KDV
FRQVHTXHQWO\�EHHQ�UHGXFHG�WR�DV�ORZ�DV����SHUFHQW��,Q�DGGLWLRQ��%ROLYLDQ�WUDIILFNHUV�FRQWLQXH�WR�XVH
PDQQLWRO�DQG�RWKHU�FXWWLQJ�DJHQWV�WR�PDNH�XS�WKH�TXDQWLWLHV�UHTXHVWHG�E\�WKHLU�FXVWRPHUV��'HPDQG�IRU
%ROLYLDQ�FRFDLQH�+&O�KDV�IDOOHQ��DV�D�UHVXOW��0RVW�IRUHLJQ�WUDIILFNHUV�QRZ�SUHIHU�WR�SXUFKDVH�FRFDLQH
EDVH��RU�LPSRUW�3HUXYLDQ�EDVH�IRU�WUDQVVKLSPHQW�DQG�UHILQLQJ�LQWR�+&O�LQ�%UD]LO��ZKHUH�HVVHQWLDO
FKHPLFDOV�DUH�UHDGLO\�DYDLODEOH�

&RUUXSWLRQ�� 7KH� *2%�� DV� D� PDWWHU� RI� RIILFLDO� SROLF\�� GRHV� QRW� FRQGRQH�� HQFRXUDJH� RU
IDFLOLWDWH�DQ\�DVSHFW�RI�QDUFRWUDIILFNLQJ�

,Q�$XJXVW��D�IRUPHU�QDUFRWLFV�MXGJH�ZDV�VHQWHQFHG�WR����\HDUV�LQ�SULVRQ�IRU�DFFHSWLQJ�D�EULEH�LQ�D�����
QDUFRWLFV�WUDIILFNLQJ�FDVH��7KLV�FRXUW�GHFLVLRQ�UHSUHVHQWV�WKH�ILUVW�WLPH�D�%ROLYLDQ�MXGJH�KDV�HYHU�EHHQ
SURVHFXWHG�DQG�FRQYLFWHG�XQGHU�%ROLYLDQ�QDUFRWLFV�VWDWXWHV��7KH�LQYHVWLJDWLRQ��DUUHVW��DQG�VHQWHQFLQJ
RI�WKH�MXGJH�UHSUHVHQWV�D�WUHPHQGRXV�DFKLHYHPHQW�IRU�WKH�FRXQWHUQDUFRWLFV�HIIRUW�LQ�%ROLYLD��3ULRU�WR
WKLV��MXGJHV�VHUYLQJ�RQ�WKH�6DQWD�&UX]�QDUFRWLFV�WULEXQDOV�HQJDJHG�LQ�FRUUXSW�DFWLYLWLHV�ZLWK�LPSXQLW\�
LQFOXGLQJ�UHFHLYLQJ�ODUJH�EULEHV�IURP�QDUFRWLFV�GHIHQGDQWV�LQ�H[FKDQJH�IRU�VHQWHQFH�UHGXFWLRQV�
GLVPLVVDO�RI�FULPLQDO�SURVHFXWLRQV��DQG�UHWXUQLQJ�VHL]HG�DVVHWV�EHIRUH�OHJDO�SURFHHGLQJV�ZHUH
FRPSOHWHG��7KRVH�MXGJHV�WKDW�FRQVLGHUHG�WKHPVHOYHV��XQWRXFKDEOH��ZHUH�HIIHFWLYHO\�QXOOLI\LQJ�DOO�RI
WKH�FRXQWHUQDUFRWLFV�ODZ�HQIRUFHPHQW�DGYDQFHV�LQ�HDVWHUQ�%ROLYLD�WKURXJK�WKHLU�FULPLQDO�DFWLRQV�

,Q�6HSWHPEHU��WKH�6DQWD�&UX]�'LVWULFW�$SSHDOV�&RXUW�RYHUWXUQHG�D�ORZHU�FRXUW�GHFLVLRQ�ZKLFK�IDYRUHG
WKH�0DULQR�'LRGDWR�FRFDLQH�RUJDQL]DWLRQ��7KH�$SSHDOV�&RXUW�GHFLVLRQ�UHVXOWHG�LQ�WKH�FRQYLFWLRQ�RI
OHDGHU�0DULQR�'LRGDWR�DQG�IRXU�RI�KLV�FULPLQDO�DVVRFLDWHV�RQ�QDUFRWLFV�WUDIILFNLQJ�FKDUJHV��7KH�FRXUW
VHQWHQFHG�'LRGDWR�WR�WHQ�\HDUV�LQ�SULVRQ��DQG�WKH�IRXU�DVVRFLDWHV�UHFHLYHG�SULVRQ�VHQWHQFHV�UDQJLQJ
IURP�IRXU�WR�ILYH�\HDUV��'LRGDWR
V�GHIHQVH�DWWRUQH\V�KDYH�ILOHG�DQ�DSSHDO�ZLWK�WKH�%ROLYLDQ�6XSUHPH
&RXUW��ZKLFK�LV�XQGHU�UHYLHZ��$�ILQDO�GHFLVLRQ�LV�H[SHFWHG�LQ�HDUO\������

$JUHHPHQWV�DQG�7UHDWLHV��%ROLYLD�LV�D�SDUW\�WR�WKH������6LQJOH�&RQYHQWLRQ�RQ�1DUFRWLF
'UXJV��WKH������3URWRFRO�WKHUHWR��DQG�WKH������&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV�
%ROLYLD�LV�DOVR�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��%ROLYLD�DQG�WKH�8QLWHG�6WDWHV
VLJQHG�DQ�H[WUDGLWLRQ�WUHDW\�LQ�������DQG�WKH�WUHDW\�KDV�EHHQ�LQ�IRUFH�VLQFH�������%ROLYLD
VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO�2UJDQL]HG�&ULPH�DQG�LWV�SURWRFROV�LQ
'HFHPEHU������

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

3ROLF\�,QLWLDWLYHV��7R�HQVXUH�WKDW�WKH�KXPDQ�ULJKWV�RI�%ROLYLDQ�FLWL]HQV�DUH�UHVSHFWHG�E\
86*�VXSSRUWHG�FRXQWHUQDUFRWLFV�IRUFHV��WKH�PLVVLRQ�PDGH�WKH�SURPSW��WKRURXJK��DQG
LPSDUWLDO�LQYHVWLJDWLRQ�RI�DOO�FUHGLEOH�KXPDQ�ULJKWV�YLRODWLRQV�D�FRQGLWLRQ�SUHFHGHQW�IRU�WKH
GLVEXUVDO�RI�ILVFDO�\HDU������DQG�ILVFDO�\HDU������%DODQFH�RI�3D\PHQW�3URJUDP�IXQGV��7KH
PLVVLRQ�FRQWLQXHV�WR�KHOS�SUHSDUH�%ROLYLDQ�SROLFH�DQG�SURVHFXWRUV�IRU�WKH�LPSOHPHQWDWLRQ�RI
WKH�QHZ�&RGH�RI�&ULPLQDO�3URFHGXUH�

%LODWHUDO�&RRSHUDWLRQ��7KH�%L�1DWLRQDO�&RPPLVVLRQ��FKDLUHG�E\�WKH�8�6��DPEDVVDGRU�DQG
WKH�9LFH�3UHVLGHQW�RI�%ROLYLD��FRQWLQXHV�WR�PHHW�UHJXODUO\�WR�PRQLWRU�SURJUHVV�WRZDUG�WKH
JRDOV�VHW�RXW�LQ�WKH�86*�*2%�FRXQWHUQDUFRWL FV�DJUHHPHQWV�DQG�WR�FRQVLGHU�QHZ�SURJUDPV
DQG�LQLWLDWLYHV��7KH�8�6��DPEDVVDGRU�DQG�VHQLRU�PHPEHUV�RI�WKH�PLVVLRQ
V�FRXQWHUQDUFRWLFV
WHDP�KDYH�DOVR�HVWDEOLVKHG�D�VHULHV�RI�ZRUNLQJ�OXQFKHV�ZLWK�*2%�&DELQHW�PLQLVWHUV�WR
GLVFXVV�LVVXHV�RI�PXWXDO�LQWHUHVW�DQG�JRDOV�IRU�WKH�FRPSOHWLRQ�RI��3ODQ�'LJQLGDG���3UHVLGHQW
%DQ]HU
V�ILYH�\HDU�SODQ�WR�JHW�%ROLYLD�RXW�RI�WKH�GUXJ�FLUFXLW�

8�6��&XVWRPV�VHQW�WZR�&XVWRPV�,QVSHFWRUV�WR�%ROLYLD�RQ�D�WKUHH�ZHHN�PLVVLRQ�WR�FRYHU�ODQG�ERUGHU
FKHFNSRLQWV�LQ�VXSSRUW�RI�'($
V��2SHUDWLRQ�*DWHNHHSHU���7KLV�RSHUDWLRQ�LV�DQ�RQJRLQJ�MRLQW�LQLWLDWLYH
RI�'($�DQG�WKH�%ROLYLDQ�1DWLRQDO�3ROLFH�WR�FRQWURO�WKH�IORZ�RI�FRFDLQH�IURP�WKH�&KDSDUH�9DOOH\�DQG�
WKHUHE\��WKH�ZRUOG
V�PDUNHW��7KH�8�6��&RDVW�*XDUG�PDLQWDLQV�D�ORQJ�WHUP�WUDLQLQJ�WHDP�LQ�FRXQWU\�
ZRUNLQJ�SULPDULO\�ZLWK�WKH�%OXH�'HYLOV�7DVN�)RUFH�ULYHULQH�XQLW�

5RDG�$KHDG��'XULQJ�������WKH�*2%�ZLOO�VSOLW�WKH�-RLQW�7DVN�)RUFH��-7)��WR�PDLQWDLQ�D
UHGXFHG�QXPEHU�LQ�WKH�&KDSDUH�VXLWDEOH�IRU�PRQLWRULQJ��PDLQWDLQLQJ�VHFXULW\��DQG
FRQGXFWLQJ�HUDGLFDWLRQ�RI�UHSODQWHG�RU�UHVLGXDO�FRFD��7KH�RWKHU�-7)�PHPEHUV�ZLOO�EH
GHSOR\HG�LQ�WKH�<XQJDV�WR�SUHSDUH�IRU�WKH�LPSOHPHQWDWLRQ�RI�DQ�HUDGLFDWLRQ�SURJUDP�FRFD
UHGXFWLRQ�SURJUDP�WKHUH�



7KH�DJJUHVVLYH�HUDGLFDWLRQ�SURJUDP�RI������DQG������RXWSDFHG�WKH�FRXQWHUQDUFRWLFV�DOWHUQDWLYH
GHYHORSPHQW�SURJUDPV�LQ�WKH�&KDSDUH�E\�D�ZLGH�PDUJLQ��7KH�*2%�ZLWK�86$,'�DVVLVWDQFH�ZLOO
DFFHOHUDWH�WKH�DOWHUQDWLYH�GHYHORSPHQW�SURJUDPV�LQ�WKH�&KDSDUH�DQG�OD\�WKH�JURXQGZRUN�IRU�DQ�HTXDOO\
DJJUHVVLYH�SURJUDP�LQ�WKH�<XQJDV�

Bolivia Statistics
(1992-‐‑2000)
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$JXD�5LFD���

�OWUV�
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$UUHVWV�'HWHQWLRQV ����� ����� ����� ����� ��� ��� ����� ����� �����

/DEV�'HVWUR\HG
         



&RFDLQH�+&O � � � � � �� �� �� ��

%DVH ��� ��� ����� ����� ����� ����� ����� ����� �����

(1) The reported leaf-‐‑to-‐‑HCl conversion ratio is estimated to be 370 kilograms of leaf to one kilograms of cocaine HCl in the

Chapare. In the Yungas, the reported ratio is 315:1.

(2) Most coca processors have eliminated the coca paste step in production.

(3) Agua Rica (AR) is a suspension of cocaine base in a weak acid solution. AR seizures first occurred in late 1991. According to DEA,

37 liters of AR equal one kilograms of cocaine base.

Brazil

,��6XPPDU\

$OWKRXJK�%UD]LO�LV�QRW�D�VLJQLILFDQW�SURGXFHU�RI�LOOLFLW�QDUFRWLFV��LW�FRQWLQXHV�WR�EH�D�PDMRU�WUDQVLW
FRXQWU\�IRU�LOOLFLW�GUXJV�VKLSSHG�WR�WKH�8QLWHG�6WDWHV�DQG�(XURSH�DV�ZHOO�DV�D�PDMRU�SURGXFHU�RI
SUHFXUVRU�FKHPLFDOV��7KH�WZR�PDLQ�FRXQWHUQDUFRWLFV�HYHQWV�RI������ZHUH�WKH�%UD]LOLDQ�JRYHUQPHQW
V
ODXQFK�RI�2SHUDWLRQ�&REUD��DQG�WKH�FODULILFDWLRQ�RI�WKH�JRYHUQPHQW
V�GLYLVLRQ�RI�FRXQWHUQDUFRWLFV
UHVSRQVLELOLWLHV��:LWK�2SHUDWLRQ�&REUD��%UD]LO�LV�UHLQIRUFLQJ�LWV�QRUWKHUQ�ERUGHU�ZLWK�&RORPELD�DJDLQVW
DQ\�VSLOORYHU�UHVXOWLQJ�IURP�LPSOHPHQWDWLRQ�RI�3ODQ�&RORPELD�E\�WKH�&RORPELDQ�JRYHUQPHQW��5H�
RUJDQL]LQJ�WKH�DVVLJQPHQW�RI�FRXQWHUQDUFRWLFV�UHVSRQVLELOLWLHV��WKH�%UD]LOLDQ�JRYHUQPHQW�JDYH
UHVSRQVLELOLW\�IRU�VXSSO\�UHGXFWLRQ��LQWHUGLFWLRQ��WR�WKH�%UD]LOLDQ�0LQLVWU\�RI�-XVWLFH�RU�LWV�VXE�DJHQFLHV
�VXFK�DV�WKH�)HGHUDO�3ROLFH���DQG�IRU�GHPDQG�UHGXFWLRQ��WUHDWPHQW�SUHYHQWLRQ��WR�WKH�%UD]LOLDQ
DQWLGUXJ�DJHQF\��NQRZQ�DV�6(1$'�

$FFRUGLQJ�WR�%UD]LOLDQ�DXWKRULWLHV��WKH�FRXQWU\
V�GRPHVWLF�GUXJ�SUREOHP�LV�LQFUHDVLQJ��%UD]LO�FRQWLQXHV
WR�FRRSHUDWH�ZLWK�LWV�QHLJKERUV��SDUWLFXODUO\�3HUX�DQG�&RORPELD��WR�HIIHFWLYHO\�FRQWURO�WKH�UHPRWH
IURQWLHU�UHJLRQV�ZKHUH�LOOLFLW�GUXJV�DUH�WUDQVSRUWHG��)HGHUDO�3ROLFH�UHSRUWHG�VHL]LQJ�IRXU�PHWULF�WRQV�RI
FRFDLQH�LQ�������D�ILJXUH�VXSSOHPHQWHG�E\�VWDWH��ORFDO��DQG�KLJKZD\�SROLFH�IRUFHV
�QDUFRWLFV�VHL]XUHV
PDGH�EXW�QRW�UHIOHFWHG�LQ�WKH�IHGHUDO�JRYHUQPHQW�VWDWLVWLFV�

%UD]LO�KDV�D�ELODWHUDO�QDUFRWLFV�DJUHHPHQW�DQG�D�PHPRUDQGXP�RI�XQGHUVWDQGLQJ��028��ZLWK�WKH�8�6�
SURYLGLQJ�IRU�ELODWHUDO�FRXQWHUQDUFRWLFV�FRRSHUDWLRQ��%UD]LO�DOVR�FRRSHUDWHV�ELODWHUDOO\�ZLWK�VHYHUDO
RWKHU�FRXQWULHV�DQG�SDUWLFLSDWHV�LQ�PXOWLODWHUDO�FRXQWHUQDUFRWLFV�LQLWLDWLYHV��VXFK�DV�WKH�81'&3�DQG
WKH�2UJDQL]DWLRQ�RI�$PHULFDQ�6WDWHV�$QWL�'UXJ�$EXVH�&RQWURO�&RPPLVVLRQ��2$6�&,&$'���%UD]LO�LV
D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�

,,��6WDWXV�RI�&RXQWU\

$OWKRXJK�%UD]LO�LV�QRW�D�VLJQLILFDQW�GUXJ�SURGXFLQJ�FRXQWU\��LW�LV�D�PDMRU�WUDQVLW�FRXQWU\�IRU�FRFDLQH
EDVH�PRYLQJ�IURP�$QGHDQ�5LGJH�FXOWLYDWLRQ�DUHDV�WR�SURFHVVLQJ�ODERUDWRULHV�LQ�&RORPELD��,W�LV�DOVR�D
FRQGXLW�IRU�FRFDLQH�K\GURFKORULGH��+&O��IURP�&RORPELD�DQG�RWKHU�QHLJKERULQJ�FRXQWULHV�WR�1RUWK
$PHULFD��(XURSH��DQG�%UD]LOLDQ�FLWLHV���&UDFN��FRFDLQH�LV�XVHG�DPRQJ�\RXWK�LQ�WKH�FRXQWU\
V�FLWLHV�
SDUWLFXODUO\�6DR�3DXOR�

%UD]LO�KDV�D�ODUJH��VRSKLVWLFDWHG�ILQDQFLDO�VHFWRU��0RQH\�ODXQGHULQJ��ZKLFK�EHFDPH�D�FULPLQDO�RIIHQVH�LQ
������LV�DVVRFLDWHG�ZLWK�QDUFRWLFV�WUDIILFNLQJ��FRQWUDEDQG��DQG�RWKHU�FRUUXSWLRQ��,Q�1RYHPEHU��D
SDUOLDPHQWDU\�LQYHVWLJDWLYH�FRPPLVVLRQ�HVWLPDWHG�DQQXDO�PRQH\�ODXQGHULQJ�LQ�%UD]LO�DW����ELOOLRQ
GROODUV��KDOI�RI�ZKLFK�LW�DWWULEXWHG�WR�QDUFRWLFV��%UD]LOLDQ�DGPLQLVWUDWLRQ�RIILFLDOV�FRXQWHU�WKLV�DVVHUWLRQ
E\�PDLQWDLQLQJ�WKDW�WKHUH�LV�QR�DFFXUDWH�HVWLPDWH�RI�WKH�OHYHO�RI�PRQH\�ODXQGHULQJ�LQ�%UD]LO�

7KH�%UD]LOLDQ�)HGHUDO�3ROLFH��'3)��SODQQHG�DQG��LQ�6HSWHPEHU��EHJDQ�LPSOHPHQWDWLRQ�RI�2SHUDWLRQ
&REUD��DQ�DPELWLRXV�WKUHH�\HDU�LQWHU�DJHQF\�HIIRUW�WR�SUHYHQW�RU�DGGUHVV�DQ\�SRVVLEOH�VSLOORYHU�HIIHFW
IURP�WKH�LPSOHPHQWDWLRQ�RI�3ODQ�&RORPELD�E\�WKH�&RORPELDQ�JRYHUQPHQW�WKURXJK�DOORFDWLRQ�RI�JUHDWHU
UHVRXUFHV�LQ�WKH�$PD]RQLDQ�ERUGHU�DUHD��&RQVWUXFWLRQ�FRQWLQXHG�RQ�WKH�$PD]RQ�6XUYHLOODQFH�6\VWHP
�6,9$0���ZKLFK�ZLOO�SURYLGH�DQ�LQWHJUDWHG�DLU��DQG�ODQG�EDVHG�UDGDU�V\VWHP�E\������WR�GHWHFW
WUDIILFNLQJ�DQG�RWKHU�LOOHJDO�DLUFUDIW�DFWLYLW\�LQ�WKH�OLJKWO\�SRSXODWHG�UHJLRQ�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��2SHUDWLRQ�&REUD��&2ORPELD�%5$]LO���UHLQIRUFLQJ�%UD]LO
V�JRYHUQPHQW
V



SUHVHQFH�DORQJ�LWV�������PLOH�ERUGHU�ZLWK�&RORPELD��ZLOO�FRYHU�DOO�PDMRU�ULYHUV�EHWZHHQ
%UD]LO�DQG�&RORPELD��7KH�'3)�ZLOO�DOVR�LPSOHPHQW�D�WDFWLFDO�DLU�SDWURO�JURXS�WR�FRYHU�WKH
HQWLUH�UHJLRQ�XVLQJ�IL[HG�ZLQJ�DQG�URWDU\�ZLQJ�DLUFUDIW��$OO�PDMRU�%UD]LOLDQ�JRYHUQPHQW
DJHQFLHV��LQFOXGLQJ�WKH�PLOLWDU\��)RUHLJQ�0LQLVWU\��&XVWRPV��-XVWLFH�0LQLVWU\��0RQH\
/DXQGHULQJ�&RXQFLO��&2$)���%UD]LOLDQ�,QWHOOLJHQFH�$JHQF\��$%,1���DQG�)RUHVWU\�'HSDUWPHQW
�,%$0$���ZHUH�FRQVXOWHG�LQ�WKH�HODERUDWLRQ�RI�WKH�SODQ�

%UD]LO�DOVR�FRQWLQXHV�WR�PRYH�DKHDG�LQ�FRXQWHUQDUFRWLFV�MXGLFLDO�UHIRUP��,Q�6HSWHPEHU��D�ZHHN�ORQJ
GUXJ�FRXUWV�VHPLQDU�IXQGHG�E\�WKH�(PEDVV\
V�1DUFRWLFV�$IIDLUV�6HFWLRQ�ZDV�KHOG�LQ�5LR�GH�-DQHLUR�
DWWHQGHG�E\�PRUH�WKDQ����SDUWLFLSDQWV�IURP�VHYHQ�%UD]LOLDQ�VWDWHV�LQFOXGLQJ�VWDWH�MXGJHV�DQG�SROLFH�
)LYH�$PHULFDQ�GUXJ�FRXUW�H[SHUWV�DGPLQLVWHUHG�WKH�VHPLQDU��VSHDNHUV�LQFOXGHG�D�8�6��IHGHUDO�MXGJH��WKH
8�6��$PEDVVDGRU��DQG�WKH�%UD]LOLDQ�&KLHI�RI�,QVWLWXWLRQDO�6HFXULW\�IRU�WKH�2IILFH�RI�WKH�3UHVLGHQW�
$FFRUGLQJ�WR�UHSRUWV��SDUWLFLSDQWV�KDYH�EHJXQ�WR�PRYH�DKHDG�LQ�WKH�LPSOHPHQWDWLRQ�RI�ORFDO�GUXJ
FRXUWV�WR�WU\�GUXJ�UHODWHG�RIIHQVHV�

$FFRPSOLVKPHQWV��7KH�'3)�PDGH�������QDUFRWLFV�UHODWHG�DUUHVWV�DQG�VHL]HG�IRXU�PHWULF
WRQV�RI�FRFDLQH�DQG����NLORJUDPV�RI�FUDFN�LQ�������2YHUDOO�VWDWLVWLFV�DUH�LQFRPSOHWH�
KRZHYHU��VLQFH�RQO\�WKRVH�RI�WKH�'3)�DUH�UHSRUWHG�RQ�D�QDWLRQDO�EDVLV��'3)�VRXUFHV
HVWLPDWH�WKH\�UHFRUG�SHUKDSV����SHUFHQW�RI�VHL]XUHV�DQG�GHWHQWLRQV�

/DZ�(QIRUFHPHQW��7KH�'3)�VHL]HG�IRXU�PHWULF�WRQV�RI�FRFDLQH�LQ�������0DULMXDQD
�FDQQDELV��VHL]XUHV�RI�����PHWULF�WRQV�LQ������ZHUH�PRUH�WKDQ�WZLFH�WKH�������PHWULF�WRQV
VHL]HG�LQ�������2QH�GUXJ�ODERUDWRU\�ZDV�DOVR�GLVPDQWOHG�

,Q�������WKH�'3)�IRFXVHG�HIIRUWV�RQ�WKH�ZHVWHUQ�$PD]RQ�UHJLRQ��FRQWLQXLQJ�RSHUDWLRQV
GHYHORSHG�IURP��2SHUDWLRQ�3RUUDV���ZKLFK�EHJDQ�LQ�������$QRWKHU�PDMRU�RSHUDWLRQ�LQ�WKH
UHJLRQ�IHDWXUHV�WULODWHUDO�FRRSHUDWLRQ�DPRQJ�%UD]LO��3HUX��DQG�&RORPELD��2SHUDWLRQ�;;,�ZDV
D�MRLQW�%UD]LOLDQ�3HUXYLDQ�RSHUDWLRQ�WKDW�IRFXVHG�RQ�FRFDLQH�WUDIILFNLQJ�RUJDQL]DWLRQV��7KH
YDVW�$PD]RQ�UHJLRQ�UHPDLQV�GLIILFXOW�WR�PRQLWRU�DGHTXDWHO\��ZLWK�WKH�WUDQVSRUW�RI�QDUFRWLFV
SRVVLEOH�E\�DLU�DQG�DORQJ�WKH�H[WHQVLYH�ULYHU�V\VWHP��6RPH�DXWKRULWLHV�FODLP�WKDW�D�PDMRULW\
RI�WKH�FRFDLQH�VKLSSHG�GRZQ�WKH�$PD]RQ�LV�GHVWLQHG�IRU�WKH�8QLWHG�6WDWHV��0DQDXV�
0DFDSD��DQG�%HOHP�VHUYH�DV�WUDQVVKLSPHQW�SRLQWV�IRU�GUXJV�FRPLQJ�IURP�&RORPELD�DQG
3HUX�WR�VKLSV�ERXQG�IRU�ZRUOG�PDUNHWV�

)HGHUDO �FRXQWHUQDUFRWLFV�SROLFH�DQG�VWDWH�DXWKRULWLHV�DOVR�KDYH�EHHQ�LQYHVWLJDWLQJ�H[WHQVLYH�GRPHVWLF
GLVWULEXWLRQ�QHWZRUNV�WKDW�DUH�LQ�SODFH�LQ�WKH�PDMRU�DQG�VHFRQGDU\�FLWLHV�

,OOLFLW�&XOWLYDWLRQ�3URGXFWLRQ��7KHUH�LV�QR�VLJQLILFDQW�HYLGHQFH�RI�WKH�FXOWLYDWLRQ�RI�LOOLFLW
GUXJV�LQ�%UD]LO�ZLWK�WKH�H[FHSWLRQ�RI�VRPH�FDQQDELV�JURZQ�SULPDULO\�IRU�GRPHVWLF
FRQVXPSWLRQ�LQ�WKH�LQWHULRU�RI�WKH�QRUWKHDVW�UHJLRQ��'3)�DQDO\VWV�EHOLHYH�WKDW�LQWHUQDWLRQDO
QDUFRWLFV�WUDIILFNLQJ�RUJDQL]DWLRQV�PD\�EH�LQYHVWLQJ�LQ�EXLOGLQJ�FRFDLQH�SURFHVVLQJ
ODERUDWRULHV�LQ�%UD]LOLDQ�WHUULWRU\�EHFDXVH�RI�WKH�DYDLODELOLW\�RI�SUHFXUVRU�FKHPLFDOV�

0RQH\�/DXQGHULQJ��,Q�������WKH�*RYHUQPHQW�RI�%UD]LO�LPSOHPHQWHG�PRQH\�ODXQGHULQJ
UHSRUWLQJ�UHTXLUHPHQWV��EDVHG�RQ������PRQH\�ODXQGHULQJ�OHJLVODWLRQ�DQG�LPSOHPHQWLQJ
UHJXODWLRQV�LVVXHG�LQ�������7KH�O DZ�PDNHV�PRQH\�ODXQGHULQJ�D�FULPLQDO�DFWLYLW\�DQG
UHTXLUHV�ILQDQFLDO�HQWLWLHV��UDQJLQJ�IURP�EDQNV�WR�MHZHOU\�VWRUHV��WR�PDLQWDLQ�UHFRUGV�DQG
UHSRUW�VXVSLFLRXV�ILQDQFLDO�WUDQVDFWLRQV��7KH�&RXQFLO�IRU�WKH�&RQWURO�RI�)LQDQFLDO�$FWLYLWLHV
�&2$)���ZKLFK�FRRUGLQDWHV�JRYHUQPHQW�HIIRUWV�WR�FRXQWHU�PRQH\�ODXQGHULQJ��LV�WKH�FHQWUDO
UHFLSLHQW�RI�UHSRUWV�UHJDUGLQJ�VXVSHFW�ILQDQFLDO�DFWLYLWLHV��&2$)�UHSRUWHG�DQ�DSSUHFLDEOH
LQFUHDVH�LQ�WKH�QXPEHU�RI�WKHVH�UHSRUWV�LQ�������$�QXPEHU�RI�EDQN�DFFRXQWV�DQG�RWKHU�IXQGV
ZHUH�EORFNHG�EHFDXVH�RI�VXVSLFLRQ�RI�PRQH\�ODXQGHULQJ��,Q�VRPH�LQVWDQFHV��IXQGV�ZHUH
IRUIHLWHG�IROORZLQJ�MXGLFLDO�GHFLVLRQV�

$VVHW�6HL]XUH��0DQ\�DVVHWV��SDUWLFXODUO\�PRWRU�YHKLFOHV��DUH�VHL]HG�GXULQJ�QDUFRWLFV�UDLGV
DQG�SXW�LQWR�LPPHGLDWH�XVH�E\�WKH�'3)��XQGHU�D������H[HFXWLYH�GHFUHH��2WKHU�DVVHWV�DUH
DXFWLRQHG�DQG�SURFHHGV�GLVWULEXWHG�EDVHG�RQ�FRXUW�GHFLVLRQV��)HGHUDO�3ROLFH�UHFRUGV�VKRZ
WKDW�WHQ�DLUSODQHV������PRWRU�YHKLFOHV��DQG�����ILUHDUPV�ZHUH�VHL]HG�DQG�XVHG�LQ������

3UHFXUVRU�&KHPLFDO�&RQWURO��%UD]LO�UHTXLUHV�UHJLVWUDWLRQ�ZLWK�IHGHUDO�QDUFRWLFV�SROLFH�IRU�DOO�SURGXFWLRQ�
WUDQVSRUW��DQG�GLVWULEXWLRQ�RI�SUHFXUVRU�FKHPLFDOV��$������ODZ�SODFHV����FKHPLFDOV�XQGHU�IHGHUDO
FRQWURO�����PRUH�DUH�XQGHU�FRQVLGHUDWLRQ���VHWV�PLQLPXP�WKUHVKROGV�IRU�UHSRUWLQJ�DQG�UHFRUG�NHHSLQJ
RQ�WUDQVDFWLRQV��SURYLGHV�IRU�LPSRUW�DQG�H[SRUW�OLFHQVLQJ��DQG�IL[HV�VXEVWDQWLDO�DGPLQLVWUDWLYH�SHQDOWLHV
IRU�QRQFRPSOLDQFH��:KLOH�FRPSOLDQFH�ZLWK�WKH�SHUPLW�SURFHVV�DSSHDUV�WR�EH�ZLGHVSUHDG��D�ODFN�RI
UHVRXUFHV�KLQGHUV�DFWLYH�IROORZ�XS�RQ�VKLSPHQWV�



7KH�'3)�KDV�LQLWLDWHG�VHYHUDO�SURJUDPV�DLPHG�DW�FRQWUROOLQJ�DQG�GLVUXSWLQJ�WKH�GLYHUVLRQ�RI�SUHFXUVRU
FKHPLFDOV�IURP�%UD]LO�WR�FRFDLQH�SURGXFLQJ�FRXQWULHV��LQFOXGLQJ�WUDLQLQJ�DQG�LQWHUGLFWLRQ�RSHUDWLRQV
ZLWK�F\FOLFDO�DXGLWV�DQG�LQYHVWLJDWLRQV�RI�%UD]LOLDQ�FKHPLFDO�ILUPV��%UD]LO�FRPSOLHV�ZLWK�DJUHHPHQWV�RQ
UHFRUG�NHHSLQJ�FRQFHUQLQJ�WUDQVDFWLRQV�RI�SUHFXUVRU�DQG�HVVHQWLDO�FKHPLFDOV��DQG�KDV�HVWDEOLVKHG
SURFHGXUHV�XQGHU�ZKLFK�VXFK�UHFRUGV�FDQ�EH�PDGH�DYDLODEOH�WR�RWKHU�FRXQWULHV
�ODZ�HQIRUFHPHQW
DXWKRULWLHV�

&RUUXSWLRQ��$V�D�PDWWHU�RI�JRYHUQPHQW�SROLF\��%UD]LO�GRHV�QRW�FRQGRQH��HQFRXUDJH��RU
IDFLOLWDWH�SURGXFWLRQ��VKLSPHQW��RU�GLVWULEXWLRQ�RI�LOOLFLW�GUXJV�RU�ODXQGHULQJ�RI�GUXJ�PRQH\��,Q
'HFHPEHU�������WKH�%UD]LOLDQ�FRQJUHVVLRQDO�LQVSHFWLRQ�FRPPLVVLRQ�RQ�FRUUXSWLRQ�FDOOHG�IRU
WKH�LQGLFWPHQW�RI�����SHUVRQV��LQFOXGLQJ�VHYHUDO�VWDWH�DQG�ORFDO�SROLWLFLDQV�DQG�IRUPHU
RIILFLDOV�

$JUHHPHQWV�DQG�7UHDWLHV��%UD]LO�EHFDPH�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�LQ������
%LODWHUDO�DJUHHPHQWV�EDVHG�RQ�WKH������FRQYHQWLRQ�IRUP�WKH�EDVLV�IRU�FRXQWHUQDUFRWLFV
FRRSHUDWLRQ�EHWZHHQ�WKH�8�6��DQG�%UD]LO��%UD]LO�DOVR�KDV�D�QXPEHU�RI�QDUFRWLFV�FRQWURO
DJUHHPHQWV�ZLWK�LWV�6RXWK�$PHULFDQ�QHLJKERUV��VHYHUDO�(XURSHDQ�FRXQWULHV��DQG�6RXWK
$IULFD��,Q�'HFHPEHU�������%UD]LO�VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO
2UJDQL]HG�&ULPH�DQG�LWV�SURWRFROV�

7KH�8�6��DQG�%UD]LO�ELODWHUDO�PXWXDO�OHJDO�DVVLVWDQFH�WUHDW\��0/$7���VLJQHG�LQ�2FWREHU�������ZDV
UDWLILHG�E\�WKH�%UD]LOLDQ�FRQJUHVV�LQ�'HFHPEHU�������8SRQ�HQWU\�LQWR�IRUFH��WKLV�WUHDW\�ZLOO�VXSSRUW
HIIRUWV�E\�%UD]LO�WR�GHDO�ZLWK�QDUFRWLFV�WUDIILFNLQJ�DQG�RUJDQL]HG�FULPH��DV�ZH OO�DV�RWKHU�RIIHQVHV�

%UD]LO�DQG�WKH�8QLWHG�6WDWHV�DUH�SDUWLHV�WR�D�ELODWHUDO�H[WUDGLWLRQ�WUHDW\�VLJQHG�LQ�������%UD]LO
FRRSHUDWHV�ZLWK�WKH�8QLWHG�6WDWHV�DQG�RWKHU�FRXQWULHV�LQ�WKH�H[WUDGLWLRQ�RI�QRQ�%UD]LOLDQ�QDWLRQDOV
DFFXVHG�RI�QDUFRWLFV�UHODWHG�FULPHV��$FFRUGLQJ�WR�WKH�%UD]LOLDQ�FRQVWLWXWLRQ��KRZHYHU��QR�%UD]LOLDQ
VKDOO�EH�H[WUDGLWHG��H[FHSW�QDWXUDOL]HG�%UD]LOLDQV�LQ�WKH�FDVH�RI�D�FRPPRQ�FULPH�FRPPLWWHG�EHIRUH
QDWXUDOL]DWLRQ��RU�LQ�WKH�FDVH�ZKHUH�WKHUH�LV�VXIILFLHQW�HYLGHQFH�RI�SDUWLFLSDWLRQ�LQ�WKH�LOOLFLW�WUDIILF�RI
QDUFRWLFV�DQG�UHODWHG�GUXJV��XQGHU�WKH�WHUPV�RI�WKH�ODZ��7KHUH�ZHUH�QR�H[WUDGLWLRQV�WR�WKH�8�6��RI
SHUVRQV�DFFXVHG�RI�FRXQWHUQDUFRWLFV�DFWLYLWLHV�LQ�������+RZHYHU��WKHUH�LV�RQH�H[WUDGLWLRQ�UHTXHVW
SHQGLQJ�LQ�WKH�%UD]LOLDQ�6XSUHPH�&RXUW�FRQFHUQLQJ�D�'($�IXJLWLYH�ZKR�ZDV�DUUHVWHG�LQ������

'RPHVWLF�3URJUDPV��'HPDQG�5HGXFWLRQ�5HKDELOLWDWLRQ���6(1$'�FRQWLQXHV�WR�HQMR\
VXFFHVV�ZLWK�LWV�WROO�IUHH�QXPEHU�RQ�GUXJ�LQIRUPDWLRQ��&RXQWHUQDUFRWLFV�IXQGV�IURP�)<�����
DQG�)<������KDYH�EHHQ�HDUPDUNHG�WR�IXQG�D�6(1$'�VSRQVRUHG�%UD]LO�ZLGH�VXUYH\�RI�GUXJ
FRQVXPSWLRQ��DV�ZHOO�DV�WR�VXSSRUW�GHPDQG�UHGXFWLRQ�DQG�GUXJ�HGXFDWLRQ�SURJUDPV�LQ
%UD]LO��&RQWLQXLQJ�SUHYLRXV�\HDUV
�LQYHVWPHQWV��WKH�8�6��VXSSRUWHG�WUDLQLQJ�VHVVLRQV�RI
352(5'�RIILFHUV��EDVHG�RQ�WKH�$PHULFDQ�'�$�5�(��PRGHO��352(5'�SURYLGHV�WUDLQLQJ�WR
XQLIRUPHG�VWDWH�PLOLWDU\�SROLFH�GUXJ�HGXFDWLRQ�YROXQWHHUV�LQ����RI�%UD]LO
V����VWDWHV��DV�ZHOO
DV�LQ�WKH�)HGHUDO�'LVWULFW�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

8�6��3ROLF\�,QLWLDWLYHV��8�6��FRXQWHUQDUFRWLFV�SROLF\�LQ�%UD]LO�IRFXVHV�RQ�ZRUNLQJ�ZLWK
%UD]LOLDQ�DXWKRULWLHV�WR�DVVLVW�WKHP�WR�LGHQWLI\�DQG�GLVPDQWOH�LQWHUQDWLRQDO�QDUFRWLFV�WUDIILFNLQJ
RUJDQL]DWLRQV��UHGXFH�PRQH\�ODXQGHULQJ�DQG�LQFUHDVH�DZDUHQHVV�RI�WKH�GDQJHUV�RI�GUXJ
WUDIILFNLQJ�DQG�GUXJ�DEXVH��$VVLVWLQJ�%UD]LO�WR�GHYHORS�D�VWURQJ�OHJDO�VWUXFWXUH�IRU�QDUFRWLFV
DQG�PRQH\�ODXQGHULQJ�FRQWURO�DQG�HQKDQFLQJ�FRRSHUDWLRQ�DW�WKH�SROLF\�OHYHO�DUH�NH\�JRDOV�
%LODWHUDO�DJUHHPHQWV�SURYLGH�IRU�FRRSHUDWLRQ�EHWZHHQ�8�6��DJHQFLHV��WKH�QDWLRQD O�DQWLGUXJ
VHFUHWDULDW�DQG�WKH�0LQLVWU\�RI�-XVWLFH�

%LODWHUDO�&RRSHUDWLRQ��7KH�'3)�DQG�6(1$'�FRQWLQXHG�WR�H[SUHVV�WKHLU�VWURQJ�LQWHUHVW�LQ
DFWLYH�FRRSHUDWLRQ��SDUWLFXODUO\�LQWHOOLJHQFH�VKDULQJ��DQG�FRRUGLQDWLRQ�ZLWK�WKH�8�6��LQ�GUXJ
FRQWURO�DFWLYLWLHV�

8�6��ODZ�HQIRUFHPHQW�DJHQFLHV�H[SDQGHG�WKHLU�LQIRUPDWLRQ�VKDULQJ�DFWLYLWLHV�ZLWK�%UD]LOLDQ
SROLFH�DXWKRULWLHV�LQ�������DQG�8�6��'UXJ�(QIRUFHPHQW�$GPLQLVWUDWLRQ��'($��DJHQWV�ZHUH
LQYLWHG�WR�REVHUYH�'3)�RSHUDWLRQV�LQ�WKH�$PD]RQ�UHJLRQ��%UD]LO�FRRSHUDWHV�ZLWK�DXWKRULWLHV
LQ�QHLJKERULQJ�FRXQWULHV��SDUWLFXODUO\�&RORPELD��3HUX�DQG�%ROLYLD��WR�HQKDQFH�UHJLRQDO
FRXQWHUQDUFRWLFV�HIIRUWV�

%LODWHUDO�SURJUDPV�WKDW�WRRN�SODFH�LQ������LQFOXGHG�D�UHJLRQDO�WZR�ZHHN�GUXJ�HQIRUFHPHQW�VHPLQDU�LQ
%UD]LO�LQ�-DQXDU\��D�ILYH�ZHHN�VSHFLDO�LQYHVWLJDWLYH�XQLW�VHPLQDU�LQ�WKH�8�6 ��LQ�$XJXVW�DQG�6HSWHPEHU��D
RQH�ZHHN�SUHFXUVRU�FKHPLFDO�FRQWURO�FRXUVH�LQ�%UD]LO�LQ�6HSWHPEHU��DQG�D�WZR�ZHHN�UHJLRQDO�GUXJ



HQIRUFHPHQW�VHPLQDU��IRFXVLQJ�RQ�ILQDQFLDO�LQYHVWLJDWLRQ��LQ�%UD]LO�LQ�'HFHPEHU��$GGLWLRQDOO\��D
VHPLQDU�IRU�GUXJ�FRXUW�SURIHVVLRQDOV�IRU����SDUWLFLSDQWV�ZDV�JLYHQ�E\�WKH�QDWLRQDO�DVVRFLDWLRQ�RI�GUXJ
FRXUW�SURIHVVLRQDOV�LQ�5LR�GH�-DQLHUR��ZLWK�8�6��IXQGLQJ��D�%UD]LOLDQ�H[SHUW�RQ�SUHYHQWLRQ�DWWHQGHG�D
ZRUOGZLGH�SUHYHQWLRQ�FRQIHUHQFH�LQ�6HSWHPEHU��DQG�VHYHUDO�352(5'��'�$�5�(���WUDLQLQJ�SURJUDPV
ZHUH�VSRQVRUHG�WKURXJKRXW�%UD]LO�

7KH�5RDG�$KHDG��7KH�SODQQLQJ�DQG�LPSOHPHQWDWLRQ�RI�WKH�DPELWLRXV�2SHUDWLRQ�&REUD�LQ
QRUWKHUQ�%UD]LO�GHPRQVWUDWHV�WKH�*RYHUQPHQW�RI�%UD]LO
V�VHULRXV�FRPPLWPHQW�WR�FRPEDW
WUDIILFNLQJ�DQG�SURGXFWLRQ�RI�LOOHJDO�GUXJV��)XUWKHU�VLJQV�RI�%UD]LO
V�VWURQJ�FRPPLWPHQW�WR
FRPEDW�GUXJ�WUDIILFNLQJ�ZRXOG�LQFOXGH�SDVVDJH�RI�RPQLEXV�FRXQWHUQDUFRWLFV�OHJLVODWLRQ�DQG
SHQGLQJ�OHJLVODWLRQ�RQ�VHULRXV�FULPHV��LQFOXGLQJ�QDUFRWLFV�WUDIILFNLQJ��FRQWLQXHG�KLJK�OHYHO
DWWHQWLRQ�WR�FRXQWHUQDUFRWLFV�HIIRUWV��IXUWKHU�IXQGLQJ�RI�FRXQWHUQDUFRWLFV�SURJUDPV�DQG�ODZ
HQIRUFHPHQW�DJHQFLHV��DQG�FRQWLQXHG�LQWHUGLFWLRQ�HIIRUWV�LQ�WKH�UHJLRQV�PRVW�H[SORLWHG�E\
LQWHUQDWLRQDO�QDUFRWLFV�WUDIILFNHUV�

Chile

,��6XPPDU\

&KLOH�LV�QRW�D�FHQWHU�RI�LOOLFLW�QDUFRWLFV�SURGXFWLRQ��EXW�LV�D�WUDQVVKLSPHQW�SRLQW�IRU�FRFDLQH�SURGXFWV
PRYLQJ�WR�WKH�8�6��DQG�(XURSH��&KLOH�FRQWLQXHV�WR�EH�D�VRXUFH�RI�SUHFXUVRU�FKHPLFDOV�H[SRUWHG�IRU�XVH
LQ�FRFD�SURFHVVLQJ�LQ�3HUX�DQG�%ROLYLD��7KURXJK�FORVH�FRRSHUDWLRQ�ZLWK�QHLJKERULQJ�FRXQWULHV��&KLOH
H[SHULHQFHG�VLJQLILFDQW�GUXJ�FRQWURO�VXFFHVVHV�LQ�������7KH�&KLOHDQ�ILQDQFLDO�V\VWHP��GXH�WR�LWV�UHODWLYH
VRSKLVWLFDWLRQ�DQG�OHJLVODWLYH�JDSV��LV�YXOQHUDEOH�WR�PRQH\�ODXQGHULQJ��1DUFRWLFV�FRUUXSWLRQ�LV�QRW�D
VHULRXV�LVVXH�DIIHFWLQJ�&KLOH��&KLOH�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�DQG�QXPHURXV
PXOWLODWHUDO�DQG�ELODWHUDO�GUXJ�UHODWHG�FRRSHUDWLRQ�DJUHHPHQWV��7KH�*RYHUQPHQW�RI�&KLOH��*2&��LV
LQFUHDVLQJ�IXQGLQJ�WR�VFKRRO�DQG�FRPPXQLW\�EDVHG�GUXJ�DEXVH�DQG�SUHYHQWLRQ�SURJUDPV�LQ�UHVSRQVH�WR
LGHQWLILHG�SDWWHUQV�RI�LOOHJDO�XVH�E\�\RXWK�DQG�DVVRFLDWHG�LQFUHDVHG�FULPLQDO�DFWLYLW\�

,,��6WDWXV�RI�&RXQWU\

&KLOH�UHPDLQV�D�VRXUFH�RI�SUHFXUVRU�FKHPLFDOV�LOOHJDOO\�GLYHUWHG�WR�QHLJKERULQJ�FRXQWULHV�IRU�XVH�LQ
SURFHVVLQJ�FRFDLQH�DQG�D�PHGLXP�OHYHO�WUDQVVKLSPHQW�SRLQW�IRU�UHILQHG�FRFDLQH�H[SRUWHG�WR�WKH�8�6�
DQG�(XURSH��&KLOH�LV�QRW�D�SURGXFHU�FRXQWU\�IRU�QDUFRWLFV��DVLGH�IURP�YHU\�VPDOO�TXDQWLWLHV�RI�FRFD
SDVWH�DQG�PDULMXDQD�GHVWLQHG�IRU�GRPHVWLF�PDUNHWV��$������ODZ�FULPLQDOL]HG�LOOLFLW�DVVRFLDWLRQ��WUDGH�LQ
SUHFXUVRU�FKHPLFDOV�GHVWLQHG�IRU�XVH�LQ�QDUFRWLFV�UHILQLQJ��DQG�PRQH\�ODXQGHULQJ�DQG�DXWKRUL]HG
ZLUHWDSV��/HJLVODWLRQ�WR�UHSODFH�DQG�VWUHQJWKHQ�WKH������ODZ�LV�SHQGLQJ�LQ�WKH�&KLOHDQ�&RQJUHVV�

0XOWLODWHUDOO\��&KLOH�LV�DQ�DFWLYH�PHPEHU�RI�WKH�,QWHU�$PHULFDQ�'UXJ�$EXVH�&RQWURO�&RPPLVVLRQ
�&,&$'��DQG�D�VWURQJ�VXSSRUWHU�RI�HIIRUWV�WR�SURPRWH�DQ�HIIHFWLYH�0XOWLODWHUDO�(YDOXDWLRQ�0HFKDQLVP
�0(0���&KLOH�LV�DO VR�D�VLJQDWRU\�WR�WKH�QHZO\�FUHDWHG��'HFHPEHU�������6RXWK�$PHULFDQ�)LQDQFLDO
$FWLRQ�7DVN�)RUFH�RQ�0RQH\�/DXQGHULQJ��*$),68'���%LODWHUDOO\��LQ�$XJXVW������WKH�8�6��DQG�&KLOH
VLJQHG�DQ�XPEUHOOD�DJUHHPHQW�WR�SURYLGH�D�FRQVXOWDWLYH�PHFKDQLVP�IRU�VKDULQJ�LQIRUPDWLRQ��VWUDWHJ\
DQG�UHVRXUFHV�WR�FRQWLQXH�RXU�MRLQW�HIIRUWV�LQ�WKH�FRXQWHUQDUFRWLFV�VWUXJJOH�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��$�FRPSUHKHQVLYH�UHYLVLRQ�RI�&KLOH
V������FRXQWHUQDUFRWLFV�ODZ�ZDV
XQGHUWDNHQ�LQ������DQG�SURSRVHG�VWUHQJWKHQLQJ�FKDQJHV�ZHUH�GUDIWHG��7KH�SHQGLQJ
FKDQJHV�IRFXV�RQ�DXWKRUL]LQJ�IOH[LELOLW\�LQ�VHQWHQFLQJ��FXUUHQWO\��UHJDUGOHVV�RI�VHYHULW\�RI�WKH
RIIHQVH��WKH�PLQLPXP�VHQWHQFH�LV�ILYH�\HDUV���FRPEDWLQJ�PRQH\�ODXQGHULQJ�WKURXJK
PDQGDWRU\�UHSRUWLQJ�RI�WUDQVDFWLRQV�DQG�FUHDWLRQ�RI�D�ILQDQFLDO�LQWHOOLJHQFH�XQLW��DQG
KDUPRQL]LQJ�WKH�GUXJ�FRGH�ZLWK�&KLOH
V�RQJRLQJ�OHJDO�UHIRUP��&KLOH�LV�LQ�WKH�PLGVW�RI�D�PXOWL�
\HDU�WUDQVLWLRQ�IURP�D�FORVHG�MXGLFLDU\�GULYHQ�FULPLQDO�OHJDO�V\VWHP�WR�DQ�DGYHUVDULDO�V\VWHP
ZLWK�RSSRVLQJ�SURVHFXWLQJ�DQG�GHIHQGLQJ�DWWRUQH\V�PDNLQJ�DUJXPHQWV�LQ�RSHQ�FRXUW�

7KH�1DWLRQDO�'UXJ�&RQWURO�&RXQFLO��&21$&(���WKH�*2&
V�GUXJ�FRRUGLQDWLQJ�ERG\��DQG�PDLQ�FRQGXLW
IRU�GHPDQG�UHGXFWLRQ�DFW LYLWLHV��KDV�D�WRWDO������DQQXDO�EXGJHW�RI�DSSUR[LPDWHO\�������PLOOLRQ��7KLV
ILJXUH�UHSUHVHQWV�DQ�RYHU����SHUFHQW�UHDO�LQFUHDVH�IURP�LWV������EXGJHW��UHIOHFWLQJ�WKH�*2&
V
UHFRJQLWLRQ�WKDW�GUXJ�XVH�LV�D�VLJQLILFDQW�SUREOHP�LQ�&KLOH��&21$&(
V�GHPDQG�UHGXFWLRQ�SURJUDP�IRU
�����LV������PLOOLRQ�������PLOOLRQ�IRU�FRPPXQLW\�EDVHG�SUHYHQWLRQ�SURJUDPV�������PLOOLRQ�IRU
SUHYHQWLRQ�WDUJHWHG�DW�VFKRROV�DQG������PLOOLRQ�IRU�GUXJ�WUHDWPHQW��5HVRXUFHV�WR�EH�FKDQQHOHG�WR
VFKRRO�DQG�FRPPXQLW\�EDVHG�SURJUDPV�ZLOO�GRXEOH�XQGHU�WKLV�\HDU
V�EXGJHW�

'UXJ�3URGXFWLRQ��)ORZ��7UDQVLW��6PXJJOHUV�IURP�VRXUFH�FRXQWULHV�PDNH�HIIHFWLYH�XVH�RI



WKH�H[WHQVLYH�FRQWDLQHUL]HG�FDUJR�IDFLOLWLHV�DW�&KLOH
V�WHQ�SRUWV��&RPSOLFDWLQJ�&KLOHDQ
DXWKRULWLHV
�FKDOOHQJHV��WUHDW\�SURYLVLRQV�IURP�WKH�ODWH�QLQHWHHQWK�FHQWXU\�SURYLGH�IRU
LQVSHFWLRQ�IUHH�VKLSPHQW�RI�WUDQVLWLQJ�FDUJR�RULJLQDWLQJ�LQ�%ROLYLD�RU�3HUX��,OOHJDO�FRFD
SURGXFWV�HQWHU�SULQFLSDOO\�IURP�3HUXYLDQ�DQG�%ROLYLDQ�ODQG�SRLQWV��:KLOH�VRPH�FRFD�SDVWH�LV
SURGXFHG�LQ�&KLOH��WKH�EXON�IORZV�IURP�LWV�QHLJKERUV�VRXWK�DORQJ�WKH�3DQ�$PHULFDQ�+LJKZD\
WR�6DQWLDJR�DQG�SRLQWV�EH\RQG��5HILQHG�FRFDLQH�LV�QRW�SURFHVVHG�LQ�&KLOH�EXW�WUDQVLWV
SDFNDJHG�IRU�H[SRUW�YLD�VHDSRUWV��&KLOHDQ�VWDWLVWLFV�SXW�FRFDLQH�VHL]XUHV�DW�RYHU�WHQ�PHWULF
WRQV�LQ�������DQ�LQFUHDVH�IURP�VHL]XUHV�LQ�������+RZHYHU��IDFWRULQJ�RXW�WKH�QLQH�PHWULF�WRQ
VHL]XUH�IURP�-DQXDU\��GLVFXVVHG�EHORZ���VHL]XUHV�RI�FRFDLQH�SURGXFWV�ZHUH�GRZQ���
SHUFHQW�IURP�WKH������OHYHO�RI�����PHWULF�WRQV��6HL]XUHV�RI�PDULMXDQD�WRWDOHG�RYHU�WZR�PHWULF
WRQV��SULPDULO\�GHVWLQHG�IRU�GRPHVWLF�FRQVXPSWLRQ��ZKLFK�ZDV�GRXEOH�WKH�DPRXQW�VHL]HG�LQ
������,Q�D�QHZ�GHYHORSPHQW��8�6��ERXQG�KHURLQ�VXUIDFHG�����NLORJUDPV�ZHUH�VHL]HG�DW�WKH
6DQWLDJR�DLUSRUW�GXULQJ�������YHUVXV�QRQH�LQ�SUHYLRXV�\HDUV�

$FFRPSOLVKPHQWV��%\�ZRUNLQJ�ZLWK�LWV�QHLJKERULQJ�/DWLQ�$PHULFDQ�DQG�8�6��ODZ
HQIRUFHPHQW�FRXQWHUSDUWV��&KLOH�DFFRPSOLVKHG�VWXQQLQJ�FRQWURO�VXFFHVVHV�GXULQJ�������,Q
-DQXDU\��&KLOHDQ�DXWKRULWLHV�VHL]HG�QHDUO\�QLQH�PHWULF�WRQV�RI�UHILQHG�FRFDLQH�KLGGHQ�LQ�D
3DQDPDQLDQ�IODJ�FDUJR�VKLS�PDNLQJ�D�FDOO�LQ�WKH�QRUWKHUQ�SRUW�RI�$ULFD��,Q�$XJXVW��IROORZLQJ
D�IRXU�\HDU�LQYHVWLJDWLRQ��&KLOHDQ�DXWKRULWLHV�SDUWLFLSDWHG�LQ�WKH�GLVPDQWOLQJ�RI�D�SUHFXUVRU
FKHPLFDO�GLYHUVLRQ�RSHUDWLRQ�LQYROYLQJ��������WRQV�RI�VXOIXULF�DFLG�PDQXIDFWXUHG�LQ�&KLOH�IRU
FRFDLQH�SURFHVVLQJ�LQ�%ROLYLD��&KLOHDQ�DXWKRULWLHV�ZUDSSHG�XS������ZLWK�WKHLU�ODUJHVW�HYHU
VHL]XUH�RI�PDULMXDQD������WRQV���GLVPDQWOLQJ�D�GUXJ�ULQJ�PRYLQJ�3DUDJXD\DQ�SURGXFW�WKURXJK
$UJHQWLQD�IRU�GLVWULEXWLRQ�LQ�&KLOH�

0RQH\�/DXQGHULQJ��&KLOH
V�ILQDQFLDO�V\VWHP�LV�UHODWLYHO\�VRSKLVWLFDWHG�DQG�YXOQHUDEOH�WR
PRQH\�ODXQGHULQJ�DFWLYLWLHV��&XUUHQW�OHJLVODWLRQ�GRHV�QRW�SURYLGH�IRU�PDQGDWRU\�UHSRUWLQJ�RI
HLWKHU�VXVSLFLRXV�RU�KLJK�YDOXH�WUDQVDFWLRQV��0RUHRYHU��&KLOH�KDV�QRW�\HW�HVWDEOLVKHG�D
GLVWLQFW�JRYHUQPHQW�RUJDQL]DWLRQ�WR�XQGHUWDNH�ILQDQFLDO�LQWHOOLJHQFH�DQDO\VLV��)XUWKHU
FKDOOHQJLQJ�&KLOHDQ�DQWL�PRQH\�ODXQGHULQJ�ODZ�HQIRUFHPHQW�HIIRUWV��SUHVHQW�OHJLVODWLRQ
UHTXLUHV�OLQNDJH�WR�D�GUXJ�FULPH�DV�D�SUHUHTXLVLWH�WR�D�PRQH\�ODXQGHULQJ�FDVH��$�IXOO�UHYLVLRQ
RI�WKH������FRXQWHUQDUFRWLFV�ODZ�LV�SHQGLQJ�LQ�&RQJUHVV�DQG�SURYLVLRQV�FUHDWLQJ�D�ILQDQFLDO
LQWHOOLJHQFH�XQLW�DQG�PDQGDWRU\�UHSRUWLQJ�UHTXLUHPHQWV�DUH�LQWHJUDO�FRPSRQHQWV�RI�WKH�ELOO�
%URDGHQLQJ�WKH�VWDWXWH�WR�HQFRPSDVV�QRQ�GUXJ�UHODWHG�RIIHQVHV�DV�SUHGLFDWH�WR�D�PRQH\
ODXQGHULQJ�FKDUJH�LV�QRW�DQWLFLSDWHG�LQ�WKLV�ELOO��EXW�WKH�*2&�KRSHV�WR�DGGUHVV�WKLV�IODZ�LQ
VXEVHTXHQW�OHJLVODWLRQ�\HW�WR�EH�LQWURGXFHG��&KLOH�LV�D�PHPEHU�RI�WKH�6RXWK�$PHULFDQ
)LQDQFLDO�7DVN�)RUFH�RQ�0RQH\�ODXQGHULQJ��*$),68'��

&RUUXSWLRQ��&RUUXSWLRQ�DPRQJ�RIILFLDOV�DQG�VHQLRU�ODZ�HQIRUFHPHQW�SHUVRQQHO�LV�QRW�D
PDMRU�SUREOHP��7UDQVSDUHQF\�,QWHUQDWLRQDO
V������&RUUXSWLRQ�3HUFHSWLRQV�,QGH[�OLVWV�&KLOH
DV�WKH���WK�PRVW�WUDQVSDUHQW�FRXQWU\�LQ�WKH�ZRUOG��RQO\�IRXU�VSRWV�EHORZ�WKH�8�6��DQG�OHQJWKV
DKHDG�RI�LWV�6RXWK�$PHULFDQ�QHLJKERUV��D OO�UDQNHG�EHORZ���WK�SODFH��:KHUH�RIILFLDOV�KDYH
EHHQ�DFFXVHG�RI�FRUUXSWLRQ��*2&�LQVWLWXWLRQV�KDYH�LQYHVWLJDWHG�WKH�DOOHJDWLRQV�DQG�LPSRVHG
DSSURSULDWH�VDQFWLRQV�

7UHDWLHV�DQG�$JUHHPHQWV��7KH�8�6��DQG�&KLOH�DUH�SDUWLHV�WR�D�ELODWHUDO�H[WUDGLWLRQ�WUHDW\
VLJQHG�LQ�������DQG�H[WUDGLWLRQV�IURP�&KLOH�XQGHU�WKLV�RXWGDWHG�LQVWUXPHQW�DUH�DUGXRXV�DQG
H[SHQVLYH��7KH�&KLOHDQ�0LQLVWU\�RI�)RUHLJQ�$IIDLUV�LV�LQWHUHVWHG�LQ�SULQFLSOH�LQ�XSGDWLQJ�LWV
H[WUDGLWLRQ�WUHDWLHV�ZLWK�YDULRXV�FRXQWULHV��LQFOXGLQJ�WKH�8QLWHG�6WDWHV��7KH�*2&�KDV�DOVR
LQGLFDWHG�LQWHUHVW�LQ�WKH�LVVXH�RI�DVVHW�IRUIHLWXUH�DQG�DVVHW�VKDULQJ�VXEVHTXHQW�WR�VHL]XUH�
&KLOH�LV�D�PHPEHU�RI�WKH�(JPRQW�*URXS��ZKLFK�SURPRWHV�WKH�VKDULQJ�RI�GDWD�FRQFHUQLQJ
ILQDQFLDO�FULPHV�GDWD�DPRQJ�UHOHYDQW�QDWLRQDO�DJHQFLHV��$V�D�SDUW\�WR�WKH������81�'UXJ
&RQYHQWLRQ��&KLOH�FRQWLQXHV�WR�ZRUN�WRZDUG�FRPSOLDQFH�ZLWK�LWV�JRDOV�DQG�REMHFWLYHV�YLD�LWV
�����FRXQWHUQDUFRWLFV�ODZ�ZLWK�SURSRVHG�FKDQJHV��&KLOH�LV�DOVR�D�SDUW\�WR�WKH������81
&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV��,Q�$XJXVW�������WKH�*2&�DQG�86*�VLJQHG�D�QHZ
DJUHHPHQW�IRU�FRRSHUDWLRQ�DQG�PXWXDO�DVVLVWDQFH�LQ�QDUFRWLFV�UHODWHG�PDWWHUV��&KLOH�KDV
VLPLODU�DJUHHPHQWV�LQ�IRUFH�ZLWK�WKH�8�.���6SDLQ��WKH�(8�DQG�WKH�&]HFK�5HSXEOLF��%LODWHUDO
DJUHHPHQW�QHJRWLDWLRQV�DUH�XQGHUZD\�ZLWK�)UDQFH��*HUPDQ\��5XVVLD��3RODQG��5RPDQLD�
8NUDLQH��7XUNH\��7XQLVLD��*XDWHPDOD�DQG�+RQGXUDV��&KLOH�VLJQHG�WKH�81�&RQYHQWLRQ
$JDLQVW�7UDQVQDWLRQDO�2UJDQL]HG�&ULPH�LQ�'HFHPEHU������

'HPDQG�5HGXFWLRQ�'RPHVWLF�3URJUDPV��7KH�&KLOHDQ�SXEOLF�LV�FRQFHUQHG�DERXW�ULVLQJ
GUXJ�XVH�DQG�GLVWULEXWLRQ�DQG�DVVRFLDWHV�WKHVH�SUREOHPV�ZLWK�ULVLQJ�VWUHHW�FULPH��&21$&(
V
ODVW�FRPSUHKHQVLYH�VXUYH\�ZDV�FRQGXFWHG�LQ������DQG�LQGLFDWHG�WKDW��������&KLOHDQV�����
SHUFHQW�RI�WKH�SRSXODWLRQ��KDG�XVHG�LOOHJDO�GUXJV�LQ�WKH�SDVW�\HDU��$FFRUGLQJ�WR�&21$&(����
SHUFHQW�RI�GUXJ�XVHUV�DUH�FRFDLQH�EDVH�RU�FRFDLQH�K\GURFKORULGH�XVHUV��DQG����SHUFHQW�RI



WKH�SRSXODWLRQ�KDV�WULHG�LOOLFLW�VXEVWDQFHV�DW�OHDVW�RQFH��)ROORZLQJ�RQ�WKH������VXUYH\�
&21$&(�XQGHUWRRN�D�FRPSUHKHQVLYH�VXUYH\�RI�XVH�E\�VFKRRO�DJH�&KLOHDQV�LQ�ODWH������
7KH�UHVXOWV�LQGLFDWH�WKDW�RYHU����SHUFHQW�RI�&KLOHDQ�KLJK�VFKRRO�VWXGHQWV�KDG�XVHG�LOOHJDO
VXEVWDQFHV��7KLV�ILJXUH�URVH�WR�RYHU����SHUFHQW�IRU�6DQWLDJR�KLJK�VFKRRO�VHQLRUV��7KH�VLQJOH
LGHQWLILDEOH�GUXJ�RI�FKRLFH�ZDV�PDULMXDQD�����SHUFHQW��ZLWK�XVH�RI�FRFD�SURGXFWV�LGHQWLILHG
E\����SHUFHQW��7ZHQW\�IRXU�SHUFHQW�FLWHG��RWKHU�LOOHJDO�GUXJV���OLNHO\�UHIHUULQJ�WR�LQKDODQWV�RU
VWLPXODQWV�DFFRUGLQJ�WR�&21$&(��7KHVH�ILJXUHV�YDOLGDWHG�SHUFHSWLRQV�WKDW�LOOHJDO�GUXJ�XVH
E\�\RXWK�LV�D�VLJQLILFDQW�SUREOHP�DQG�OHG�WR�VL]HDEOH�LQFUHDVHV�LQ�UHVRXUFHV�GHGLFDWHG�WR
VFKRRO�DQG�FRPPXQLW\�EDVHG�SUHYHQWLRQ��1RQJRYHUQPHQWDO�RUJDQL]DWLRQV��1*2V��DUH
DFWLYH�LQ�UHKDELOLWDWLRQ�DQG�HGXFDWLRQ�HIIRUWV��RIWHQ�ZLWK�VPDOO�JUDQWV�IURP�&21$&(�DV�SDUW
RI�D�GHFHQWUDOL]HG�GHFLVLRQ�PDNLQJ�LQLWLDWLYH��DQG�&KLOHDQ�VFKRROV�LQFRUSRUDWH�GUXJ
HGXFDWLRQ�LQ�WKHLU�FXUULFXOXP�XVLQJ�FRXUVH�PDWHULDOV�GHVLJQHG�E\�WKH�1*2�FRPPXQLW\�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

8�6��VXSSRUW�WR�&KLOH�LQ������UHLQIRUFHG�RQJRLQJ�MRLQW�8�6��&KLOHDQ�SULRULWLHV�LQ�ILYH�DUHDV�����ODZ�HQIRUFHPHQW�DQG�MXGLFLDU\�FDSDFLW\

EXLOGLQJ�ZLWKLQ�WKH�IUDPHZRUN�RI�WKH�RQJRLQJ�SURIRXQG�UHIRUP�RI�WKH�&KLOHDQ�OHJDO�V\VWHP�����GLYHUVLRQ�RI�SUHFXUVRU�FKHPLFDOV�����PRQH\

ODXQGHULQJ�����WUDQVVKLSPHQW�RI�LOOHJDO�VXEVWDQFHV�XVLQJ�FRQWDLQHUL]HG�FDUJR��DQG����GHPDQG�UHGXFWLRQ��7KURXJKRXW�������WKH�8�6��(PEDVV\

VSRQVRUHG�VHPLQDUV�LQ�ERWK�WKH�8�6��DQG�&KLOH�WR�KHOS�SUHSDUH�LQYHVWLJDWRUV��SURVHFXWRUV��GHIHQGHUV��ODZ�VFKRRO�IDFXOW\��DQG�MXGLFLDU\

RIILFLDOV�IRU�WKHLU�UROHV�LQ�&KLOH
V�QHZ�DGYHUVDULDO�FULPLQDO�OHJDO�V\VWHP��7KHVH�SURJUDPV�LQFOXGHG�WKH�6WDWH�VSRQVRUHG�SDUWLFLSDWLRQ�RI�8�6��

EDVHG�ODZ�VFKRROV�DQG�ORFDO�ODZ�HQIRUFHPHQW�DJHQFLHV�DV�ZHOO�DV�WKH�8�6��'HSDUWPHQW�RI�-XVWLFH��,Q�0DUFK�������WKH�(PEDVV\�EURXJKW�D

6WDWH�'HSDUWPHQW�IXQGHG��8�6��&XVWRPV�SURYLGHG�FRXUVH�WR�VKDUH�8�6��WHFKQLTXHV�DQG�VWUDWHJLHV�WR�GHWHFW�DQG�WKZDUW�WKH�ODWHVW�PHWKRGV�RI

FRQWDLQHU�DOWHUDWLRQ�IRU�WKH�VKLSPHQW�RI�LOOHJDO�GUXJV��,Q�1RYHPEHU�������WKH�(PEDVV\�EURXJKW�D�6WDWH�'HSDUWPHQW�IXQGHG�WHDP�RI�PRQH\

ODXQGHULQJ�H[SHUWV�WR�&KLOH�WR�SURYLGH�D�ZHHN�ORQJ�VHPLQDU�RQ�WKH�ODWHVW�WUHQGV�DQG�LQYHVWLJDWLYH�WHFKQLTXHV�WR�RYHU����RI�WKHLU�&KLOHDQ

FRXQWHUSDUWV�IURP�WHQ�&KLOHDQ�SXEOLF�DQG�SULYDWH�VHFWRU�RUJDQL]DWLRQV�FRQFHUQHG�ZLWK�FRXQWHULQJ�PRQH\�ODXQGHULQJ��,Q�6HSWHPEHU������

ZLWK�6WDWH�'HSDUWPHQW�IXQGLQJ�DQG�&21$&(�VXSSRUW��WKH�8�6��(PEDVV\�OHW�D�FRQWUDFW�WR�HQFRXUDJH�D�SULYDWH�VHFWRU�EDVHG�DOOLDQFH�WR�GHVLJQ

DQG�ODXQFK�D�PDVVLYH�DQWLGUXJ�PHGLD�SURJUDP��7KH�FRQWUDFW�SURYLGHV�VXSSRUW�IRU�D�ZHOO�UHJDUGHG�PHGLD�FRQVXOWDQW�ZLWK�D�SURYHQ�WUDFN

UHFRUG�WR�GHYHORS�D�&KLOHDQ�SURJUDP�EDVHG�RQ�KLJKO\�VXFFHVVIXO�PRGHOV�LQ�ERWK�WKH�8�6���3DUWQHUVKLS�IRU�D�'UXJ�)UHH�$PHULFD��DQG�RWKHU

/DWLQ�$PHULFDQ�FRXQWULHV�

The Road Ahead. In 2001, the USG intends to provide continued support to GOC efforts to combat narcotics-‐‑
related problems listed above. Building on the successes of prior year programs, further capacity building
surrounding judicial reform is planned. State Department-‐‑funded courses provided by the IRS regarding money
laundering, by U.S. Customs on containerized cargo and by the DEA on precursor chemical diversion are all
expected to take place in 2001. USG support to build a private sector-‐‑based, demand reduction-‐‑focused mass
media program will likewise continue.

Colombia

,��6XPPDU\

&RORPELD�SURGXFHV�DQG�GLVWULEXWHV�PRUH�FRFDLQH�WKDQ�DQ\�RWKHU�FRXQWU\�LQ�WKH�ZRUOG�DQG�LV�DOVR�DQ
LPSRUWDQW�VXSSOLHU�RI�KHURLQ��7KH�VLWXDWLRQ�KDV�ORQJ�EHHQ�FKDOOHQJLQJ��EXW�LW�KDV�UHDFKHG�FULVLV
SURSRUWLRQV�LQ�WKH�ODVW�IHZ�\HDUV��ZLWK�WKH�HQRUPRXV�DPRXQWV�RI�PRQH\�JHQHUDWHG�E\�WKH�GUXJ�WUDGH
IXHOLQJ�&RORPELD
V�ORQJ�VWDQGLQJ��YLROHQW�LQWHUQDO�FRQIOLFW��7KH�LOOHJDO�JXHUULOOD�DQG�SDUDPLOLWDU\�JURXSV
WKDW��WD[��GUXJ�WUDIILFNHUV�LQ�UHWXUQ�IRU�SURWHFWLQJ�LOOLFLW�FXOWLYDWLRQ�DQG�QDUFRWLFV�ODERUDWRULHV�FXUUHQWO\
FRQWURO�DOPRVW�KDOI�RI�&RORPELD
V�QDWLRQDO�WHUULWRU\��PRVWO\�LQ�UHPRWH�DUHDV�ZKHUH�JRYHUQPHQW�SUHVHQFH
KDV�WUDGLWLRQDOO\�EHHQ�ZHDN��0RUH�DQG�PRUH��WKHVH�JURXSV�DUH�HQWHULQJ�LQWR�WKH�SURGXFWLRQ�DQG
WUDIILFNLQJ�SKDVHV�RI�WKH�QDUFRWLFV�EXVLQHVV��$V�LQ�SUHYLRXV�\HDUV��WKHLU�DWWDFNV�RQ�&RORPELDQ�VHFXULW\
IRUFHV�DQG�VSUD\�DLUFUDIW�KDYH�KDPSHUHG�FRXQWHUQDUFRWLFV�RSHUDWLRQV��HVSHFLDOO\�LQ�WKH�JXHUULOOD�
FRQWUROOHG�VRXWK��EXW�DOVR�LQ�SDUDPLOLWDU\�GRPLQDWHG�DUHDV�LQ�WKH�QRUWK��$OWKRXJK�WKH�3DVWUDQD
$GPLQLVWUDWLRQ�UHPDLQV�FRPPLWWHG�WR�LWV�SHDFH�GLDORJXH�ZLWK�WKH�WZR�ODUJHVW�LQVXUJHQW�JURXSV��WKH
5HYROXWLRQDU\�$UPHG�)RUFHV�RI�&RORPELD��)$5&��DQG�WKH�1DWLRQDO�/LEHUDWLRQ�$UP\��(/1���LWV�WDONV
KDYH�VKRZQ�IHZ�JDLQV�WR�GDWH��$IWHU�XQLODWHUDOO\�ZLWKGUDZLQJ�IURP�WKH�QHJRWLDWLQJ�WDEOH�1RYHPEHU����
WKH�)$5&�UHDFKHG�DQ�DJUHHPHQW�ZLWK�WKH�*2&�RQ�)HEUXDU\���WR�UHWXUQ�WR�QHJRWLDWLRQV�

2Q�-XO\����������3UHVLGHQW�&OLQWRQ�VLJQHG�LQWR�ODZ�D�FRPSUHKHQVLYH������ELOOLRQ�DVVLVWDQFH�SDFNDJH�LQ
VXSSRUW�RI�WKH�*RYHUQPHQW�RI�&RORPELD
V��*2&���3ODQ�&RORPELD���DQ�LQWHJUDWHG�VWUDWHJ\�IRFXVLQJ�RQ
WKH�SHDFH�SURFHVV��WKH�HFRQRP\��WKH�FRXQWHUQDUFRWLFV�VWUDWHJ\��MXVWLFH�UHIRUP�DQG�KXPDQ�ULJKWV
SURWHFWLRQ��DQG�GHPRFUDWL]DWLRQ�DQG�VRFLDO�GHYHORSPHQW��,W�VXSSOHPHQWV�RQJRLQJ�8�6�
FRXQWHUQDUFRWLFV�SURJUDPV�WRWDOLQJ������PLOOLRQ�WKDW�ZHUH�DOUHDG\�LQ�SODFH��8QGHU�3ODQ�&RORPELD��WKH
8�6��ZLOO�VXSSRUW�MXVWLFH�VHFWRU�UHIRUP�DQG�DOWHUQDWLYH�GHYHORSPHQW�SURMHFWV�DQG�ZLOO�SURYLGH
HTXLSPHQW��WUDLQLQJ��DQG�WHFKQLFDO�DVVLVWDQFH�WR�WKH�&RORPELDQ�DQWLQDUFRWLFV�SROLFH�DQG�WKH�PLOLWDU\�WR
LQFUHDVH�WKHLU�FDSDELOLW\�WR�HUDGLFDWH�LOOLFLW�FRFD�DQG�RSLXP�SRSS\�FXOWLYDWLRQ�DQG�WR�FRQGXFW
LQWHUGLFWLRQ�RSHUDWLRQV��7KH�LQLWLDO�JHRJUDSKLFDO�IRFXV�LV�LQ�WKH�GHSDUWPHQW�RI�3XWXPD\R�LQ�VRXWKHUQ



&RORPELD��ZKHUH�WKH�PDMRULW\�RI�LOOHJDO�FURSV�DUH�FXOWLYDWHG�DQG�ZKHUH�WKH�JUHDWHVW�QXPEHU�RI�LOOHJDO
DUPHG�JURXSV�RSHUDWHV��7R�FRXQWHU�WKLV�WKUHDW��WKH�8�6��DLG�SDFNDJH�SURYLGHV�IRU�WKH�WUDLQLQJ�DQG
HTXLSSLQJ�RI�D�&RXQWHUQDUFRWLFV�%ULJDGH��7KH�VHFRQG�EDWWDOLRQ�LQ�WKH�%ULJDGH�FRPSOHWHG�LWV�WUDLQLQJ�LQ
'HFHPEHU������DQG��DORQJ�ZLWK�WKH�ILUVW��ZKLFK�FRPSOHWHG�WUDLQLQJ�LQ��������LV�QRZ�RSHUDWLRQDO�

'HVSL WH�EXGJHW�FXWEDFNV�HDUO\�LQ�WKH�\HDU�DQG�LQFUHDVHG�JURXQG�ILUH�DWWDFNV�E\�JXHUULOODV�DQG
SDUDPLOLWDULHV�RQ�VSUD\�DLUFUDIW��WKH�8�6��VXSSRUWHG�*2&�DHULDO�HUDGLFDWLRQ�SURJUDP�KDG�D�VXFFHVVIXO
\HDU�LQ�������WUHDWLQJ�DSSUR[LPDWHO\��������KHFWDUHV�RI�FRFD�DQG�������KHFWDUHV�RI�RSLXP�SRSS\��7KH
*2&�KDV�DQ�LQWHJUDWHG�VWUDWHJ\�RI�FRPELQLQJ�VSUD\LQJ�RI�ODUJH�LQGXVWULDO�FURSV�ZLWK�SURJUDPV�LQ�ZKLFK
VPDOO�JURZHUV�DJUHH�WR�YROXQWDULO\�PDQXDOO\�HUDGLFDWH�LQ�H[FKDQJH�IRU�DOWHUQDWLYH�FURS�GHYHORSPHQW
DVVLVWDQFH�

7KH�&RORPELDQ�1DWLRQDO�3ROLFH�$QWLQDUFRWLFV�'LUHFWRUDWH��&13�',5$1��DQG�WKH�)LVFDOLD�*HQHUDO�GH
OD�5HSXEOLFD��QDWLRQDO�SURVHFXWRU
V�RIILFH���LQ�FRQMXQFWLRQ�ZLWK�WKH�'($��FXOPLQDWHG��2SHUDWLRQ�1HZ
*HQHUDWLRQ���D�ORQJ�WHUP�LQYHVWLJDWLRQ�WDUJHWLQJ�VHYHUDO�RI�WKH�ODUJHVW�GUXJ�WUDIILFNLQJ�RUJDQL]DWLRQV
RSHUDWLQJ�LQ�&RORPELD��LQ�ZKLFK����GHIHQGDQWV�ZHUH�DUUHVWHG�

&RORPELD�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�

,,��6WDWXV�RI�&RXQWU\

&RORPELD�UHPDLQV�WKH�ZRUOG
V�ODUJHVW�FRFDLQH�EDVH�SURGXFHU��ZLWK�XS�WR�����PHWULF�WRQV�SURGXFHG�LQ
�����IURP�LQGLJHQRXV�FRFD��8S�WR�WKUHH�TXDUWHUV�RI�WKH�ZRUOG
V�FRFDLQH�K\GURFKORULGH��+&O��LV
SURFHVVHG�LQ�&RORPELD�IURP�FRFDLQH�EDVH�LPSRUWHG�IURP�3HUX�DQG�%ROLYLD�DQG�IURP�ORFDOO\�JURZQ
FRFD��&RFD�FXOWLYDWLRQ�LQ�&RORPELD�LQFUHDVHG�E\����SHUFHQW�LQ�������0RVW�RI�WKH�LQFUHDVH�RFFXUUHG
RXWVLGH�RI�WKH�HUDGLFDWLRQ�DUHDV��'HVSLWH�HIIRUWV�E\�WKH�*RYHUQPHQW�RI�&RORPELD�WR�OLPLW�LQFUHDVHV�
FXOWLYDWLRQ�H[SDQGHG�GUDPDWLFDOO\�RYHU�WKH�SDVW�WKUHH�\HDUV��(VWLPDWHG�FRFD�FXOWLYDWLRQ�LQFUHDVHG���
SHUFHQW�LQ����������SHUFHQW�LQ������DQG����SHUFHQW�LQ�������&RORPELD�LV�DOVR�D�VLJQLILFDQW�VXSSOLHU�RI
KHURLQ�WR�WKH�8QLWHG�6WDWHV��SRWHQWLDOO\�SURGXFLQJ�XS�WR�HLJKW�PHWULF�WRQV��07��\HDUO\��YLUWXDOO\�DOO�RI
ZKLFK�LV�GHVWLQHG�IRU�WKH�8�6��PDUNHW�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��,Q�������&RORPELD�EHJDQ�D�SDWWHUQ�RI�MXGLFLDO�FRRSHUDWLRQ�ZLWK�WKH�ILUVW
H[WUDGLWLRQ�RI�D�&RORPELDQ�FLWL]HQ�WR�WKH�8�6��LQ�QLQH�\HDUV��7KDW�SDWWHUQ�FRQWLQXHG�LQ�����
ZLWK�WKH�H[WUDGLWLRQ�WR�WKH�8�6��RI����IXJLWLYHV��LQFOXGLQJ�QLQH�&RORPELDQ�FLWL]HQV��PRVW�RQ
QDUFRWLFV�WUDIILFNLQJ�FKDUJHV��(QFRXUDJHG�E\�WKLV�WUHQG��WKH�8�6��UHTXHVWHG�WKH�H[WUDGLWLRQ�RI
���DGGLWLRQDO�LQGLYLGXDOV�LQ�������'UXJ�NLQJSLQV�$OHMDQGUR��-XYHQDO��%HUQDO�0DGULJDO�DQG
)DELR�2FKRD�9DVTXH]��RI�WKH�QRWRULRXV�2FKRD�FULPH�IDPLO\��DUH�DPRQJ�PRUH�WKDQ���
IXJLWLYHV��PRVW�RI�ZKRP�DUH�&RORPELDQ�FLWL]HQV��FXUUHQWO\�XQGHU�DUUHVW�DQG�DZDLWLQJ
DSSURYDO�IRU�H[WUDGLWLRQ�

7KH�3DVWUDQD�JRYHUQPHQW�KDV�PDGH�FOHDU��RQ�PDQ\�RFFDVLRQV��LWV�RSSRVLWLRQ�WR�RIILFLDO�FRUUXSWLRQ��$V
D�PDWWHU�RI�SROLF\��WKH�*2&�GRHV�QRW�HQFRXUDJH�RU�IDFLOLWDWH�LOOLFLW�SURGXFWLRQ�RU�GLVWULEXWLRQ�RI
QDUFRWLF�RU�SV\FKRWURSLF�GUXJV�RU�RWKHU�FRQWUROOHG�VXEVWDQFHV��RU�WKH�ODXQGHULQJ�RI�SURFHHGV�IURP
LOOHJDO�GUXJ�WUDQVDFWLRQV��$SSURSULDWH�OHJLVODWLRQ�KDV�EHHQ�HQDFWHG�WR�FRPEDW�PRQH\�ODXQGHULQJ�DQG
UHODWHG�LOOHJDO�ILQDQFLDO�IORZV�DVVRFLDWHG�ZLWK�QDUFRWLFV�WUDIILFNLQJ��DQG�D�XQLW�H[LVWV�ZLWKLQ�WKH
0LQLVWULHV�RI�-XVWLFH�DQG�)LQDQFH�WR�WUDFN�WKHVH�IORZV��&RORPELD
V�ODUJH�FRPPHUFLDO�EDQNV�JHQHUDOO\
VHHN�WR�FRRSHUDWH�ZLWK�ODZ�HQIRUFHPHQW�DXWKRULWLHV��&RORPELD
V�ODUJH�QXPEHU�RI�VPDOO�IRUHLJQ
H[FKDQJH�KRXVHV�LV�PRUH�SUREOHPDWLF��&RORPELD�KDV�MRLQHG�LQ�DQ�LQLWLDWLYH�ZLWK�WKH�8�6���9HQH]XHOD�
3DQDPD��DQG�$UXED�WR�DGGUHVV�WKH�SUREOHP�RI�WKH�%ODFN�0DUNHW�3HVR�([FKDQJH��%03(���7KH�%03(
LV�WKH�QDPH�JLYHQ�WR�D�KLJKO\�RUJDQL]HG�PRQH\�ODXQGHULQJ�V\VWHP�WKURXJK�ZKLFK�SURGXFWV�VXFK�DV
OLTXRU�DQG�GRPHVWLF�DSSOLDQFHV�DUH�SXUFKDVHG�DEURDG�ZLWK�QDUFRWLFV�JHQHUDWHG�GROODUV��VPXJJOHG�LQWR
&RORPELD�DQG�VROG�RQ�WKH�GRPHVWLF�PDUNHW��SURGXFLQJ�SHVRV�ZKLFK�FDQ�EH�LQWURGXFHG�LQWR�WKH
OHJLWLPDWH�HFRQRP\�

7KH�VHFRQG�RI�WKUHH�EDWWDOLRQV�LQ�WKH�&RORPELDQ�$UP\
V�QHZ�&RXQWHUQDUFRWLFV�%ULJDGH�EHFDPH
RSHUDWLRQDO�LQ�'HFHPEHU�������ZLWK�����WURRSV��7RJHWKHU�ZLWK�WKH�ILUVW�EDWWDOLRQ��ZKLFK�EHJDQ
RSHUDWLRQV�RQH�\HDU�HDUOLHU��WKH�%ULJDGH�QRZ�QXPEHUV�������WURRSV��$����PHPEHU�MRLQW�%ULJDGH�VWDII
FRPSULVHG�RI�RIILFHUV�IURP�WKH�&RORPELDQ�$UP\��1DY\��$LU�)RUFH��DQG�&RXQWHUQDUFRWLFV�SROLFH�DOVR
FRPSOHWHG�W UDLQLQJ�LQ�'HFHPEHU��7KH�PHPEHUV�RI�HDFK�XQLW�KDYH�EHHQ�YHWWHG�WR�HQVXUH�WKDW�WKHUH�LV�QR
FUHGLEOH�HYLGHQFH�WKDW�WKH\�KDYH�FRPPLWWHG�JURVV�YLRODWLRQV�RI�KXPDQ�ULJKWV��$�WKLUG�EDWWDOLRQ��ZKLFK
ZLOO�LQFOXGH�DERXW�����WURRSV������RI�ZKLFK�KDYH�EHHQ�YHWWHG�WR�GDWH���ZLOO�XQGHUJR�WUDLQLQJ�LQ������

7KH�',5$1��$QWL�1DUFRWLFV�3ROLFH���ZLWK�8�6��VXSSRUW��LPSOHPHQWHG�DQ�$LUPRELOH�,QWHUGLFWLRQ



SURMHFW��ZKLFK�ZLOO�SURYLGH�WKH�',5$1�ZLWK�D�TXLFN�UHDFWLRQ�IRUFH�WR�VXSSRUW�LQWHUGLFWLRQ�DFWLYLWLHV�
2QH�FRPSDQ\�ZDV�WUDLQHG�LQ�������DQG�WKHUH�DUH�SODQV�WR�HVWDEOLVK�WZR�PRUH�FRPSDQLHV�

7KURXJKRXW�������WKH�$VVHW�)RUIHLWXUH�8QLW�RI�WKH�)LVFDOLD�GHPRQVWUDWHG�LWV�ZLOOLQJQHVV�WR�DVVLVW�WKH
8�6��'HSDUWPHQW�RI�-XVWLFH�WR�IUHH]H�DQG�VHL]H�&RORPELDQ�EDQN�DFFRXQWV�XVHG�WR�ODXQGHU�GUXJ
SURFHHGV�UHODWHG�WR�8�6��LQYHVWLJDWLRQV�

7KH�&RORPELDQ�$LU�)RUFH��)$&��FRQWLQXHG�WR�LPSURYH�LWV�PRQLWRULQJ�DQG�LQWHUGLFWLRQ�DELOLWLHV��,Q
������WKH�)$&�SUHYHQWHG�QHDUO\�DOO�LOOHJDO�DLUFUDIW�IURP�HQWHULQJ�&RORPELD
V�QRUWK�FRDVW��0RVW�LOOHJDO
&DULEEHDQ�IOLJKWV�LQVWHDG�KDYH�UHWXUQHG�YLD�9HQH]XHODQ�DLUVSDFH��7UDFNLQJ�DVVLVWDQFH�IURP�WKH�8�6��KDV
HQDEOHG�WKH�)$&�WR�LQWHUGLFW�DLUFUDIW�HQWHULQJ�&RORPELD
V�HDVWHUQ�ERUGHUV�EH\RQG�WKH�UDQJH�DQG
FRYHUDJH�RI�H[LVWLQJ�JURXQG�EDVHG�UDGDUV��UHVXOWLQJ�LQ�D����SHUFHQW�LQFUHDVH�LQ�DLU�LQWHUGLFWLRQ
RSHUDWLRQV�DQG�WKH�GHVWUXFWLRQ�RI�DOPRVW�WZLFH�DV�PDQ\�DLUFUDIW��6HL]XUHV�RI�DLUFUDIW�E\�SROLFH�DV�D
UHVXOW�RI�)$&�RSHUDWLRQV�KDYH�FRQWLQXHG�DW�WKH�SUHYLRXV�\HDU
V�UDWHV��:LWK�DGGLWLRQDO�3ODQ�&RORPELD
UHVRXUFHV�LQ�������WKH�)$&
V�DLU�LQWHUGLFWLRQ�FDSDELOLWLHV�VKRXOG�FRQWLQXH�WR�LPSURYH��7KH�',5$1
V
FLYLO�DYLDWLRQ�UHJLVWUDWLRQ�SURJUDP��EHJXQ�LQ�������LQVSHFWHG�����DLUFUDIW�LQ�������ILQGLQJ����YLRODWLRQV
ZLWK����WHVWLQJ�SRVLWLYH�IRU�GUXJ�UHVLGXH�

7KH�DHULDO�HUDGLFDWLRQ�SURJUDP�KDG�D�VXFFHVVIXO�\HDU��'XH�WR�EXGJHWDU\�FRQVWUDLQWV��RSHUDWLRQV�RXW�RI
WKH�)RUZDUG�2SHUDWLQJ�/RFDWLRQ��)2/��LQ�/DUDQGLD�ZHUH�VKDUSO\�UHGXFHG�DQG�RSHUDWLRQV�RXW�RI�)2/
6DQ�-RVH�GH�*XDYLDUH�ZHUH�VXVSHQGHG�LQ�$SULO��2SHUDW LRQV�LQ�6DQ�-RVH�UHVXPHG�LQ�6HSWHPEHU��$�WRWDO
RI�DSSUR[LPDWHO\��������KHFWDUHV�RI�FRFD�DQG�������KHFWDUHV�RI�RSLXP�SRSS\�ZHUH�WUHDWHG�LQ������
7KH�FRFD�WRWDO�UHSUHVHQWV�D�VOLJKW�GHFOLQH�IURP�WKH������WRWDOV�DQG�WKH�SRSS\�WRWDO�LV�WKH�KLJKHVW�HYHU�
'XULQJ�WKH�ILUVW�TXDUWHU�RI�WKH�\HDU��WKH�*2&�SHUPLWWHG�VSUD\LQJ�RI�������KHFWDUHV�RI�FRFD�DORQJ�WKH
H[WUHPH�QRUWKHUQ�DQG�VRXWKHUQ�ERUGHUV�RI�WKH�FRFD�ULFK�3XWXPD\R�GHSDUWPHQW��&RFD�VSUD\LQJ�DOVR�WRRN
SODFH�IRU�WKH�ILUVW�WLPH�LQ�WKH�GHSDUWPHQWV�RI�1RUWH�GH�6DQWDQGHU��1DUL�R��DQG�%R\DF���DUHDV�LQ
ZKLFK�LOOLFLW�FXOWLYDWLRQ�KDG�SUHYLRXVO\�QRW�EHHQ�VLJQLILFDQW�HQRXJK�WR�ZDUUDQW�WKH�LQYHVWPHQW�RI
UHVRXUFHV��EXW�ZKHUH�PXFK�QHZ�JURZWK�ZDV�VHHQ�LQ�������$V�SDUDPLOLWDU\�JURXSV�GRPLQDWH�WKH�FRFD
WUDGH�LQ�1RUWH�GH�6DQWDQGHU�DQG�%R\DF���WKHVH�RSHUDWLRQV�VHQW�D�PHVVDJH�WKDW�WKH�*2&�ZLOO�QRW
WROHUDWH�GUXJ�WUDIILFNHUV�RI�DQ\�VWULSH��7KH�HUDGLFDWLRQ�SURJUDP�ZDV�KLQGHUHG�E\����JURXQG�ILUH�DWWDFNV
RQ�VSUD\�SODQHV³D����SHUFHQW�LQFUHDVH�IURP������

7KH�DHULDO�HUDGLFDWLRQ�SURJUDP�PDNHV�H[FOXVLYH�XVH�RI�WKH�KHUELFLGH�JO\SKRVDWH��ZKLFK�LV�PL[HG�ZLWK
ZDWHU�DQG�WZR�DGMXYDQWV��&2602�)/8;����)�DQG�&2602�,1�'��7KH�8�6��(QYLURQPHQWDO
3URWHFWLRQ�$JHQF\��(3$��DSSURYHG�JO\SKRVDWH�IRU�JHQHUDO�XVH�LQ������DQG�UH�FHUWLILHG�LW�LQ�6HSWHPEHU
������,W�LV�DSSURYHG�E\�WKH�(3$�IRU�XVH�RQ�YDULRXV�FURSV��IRUHVWV��UHVLGHQWLDO�DUHDV��DQG�DURXQG�DTXDWLF
DUHDV��,Q�LWV�ODWHVW�FRPSUHKHQVLYH�UHYLHZ�RI�VWXGLHV�RQ�JO\SKRVDWH��WKH�(3$�FRQFOXGHG�WKDW�SURSHU�XVH
ZRXOG�QRW�FDXVH�DGYHUVH�HIIHFWV�LQ�KXPDQV�

:LWK�UHVSHFW�WR�HQYLURQPHQWDO�LPSDFW��JO\SKRVDWH�LV�QRW�SHUVLVWHQW�LQ�VRLO��LW�GRHV�QRW�EXLOG�XS�DIWHU
UHSHDWHG�XVH��DQG�LW�LV�ELRORJLFDOO\�GHJUDGHG�UDSLGO\�E\�VRLO�PLFUREHV��%HFDXVH�LW�ERQGV�WLJKWO\�ZLWK�WKH
VRLO��JO\SKRVDWH�LV�XQOLNHO\�WR�OHDFK�LQWR�XQGHUJURXQG�GULQNLQJ�ZDWHU��6WXGLHV�KDYH�VKRZQ�JO\SKRVDWH�WR
EH��SUDFWLFDOO\�QRQ�WR[LF��WR�ILVK�DQG��LQ�ORQJ�WHUP�IHHGLQJ�VWXGLHV�RI�FRZV��FKLFNHQV��DQG�SLJV�
JO\SKRVDWH�ZDV�XQGHWHFWDEOH�LQ�PXVFOH�WLVVXH��IDW��PLON��DQG�HJJV�

&2602�,1�'�DQG�&2602�)/8;����)��WKH�DGMXYDQWV�XVHG�LQ�WKH�DHULDO�HUDGLFDWLRQ�LQ�&RORPELD�
DUH�SURGXFHG�LQ�&RORPELD��ZKHUH�WKH�0LQLVWU\�RI�+HDOWK�KDV�FODVVLILHG�WKHP�DV�WR[LFLW\�&DWHJRU\�,9³
OLJKWO\�WR[LF��7KH�(3$�KDV�GHWHUPLQHG�WKDW�WKH�LQJUHGLHQWV�LQ�&2602�,1�'�DQG�&2602�)/8;�
���)�DUH�DFFHSWDEOH�IRU�XVH�RQ�IRRG�SURGXFWV�ZKHQ�WKH�ODEHO�LQVWUXFWLRQV�DUH�IROORZHG�

7KH�&RORPELDQ�1DY\�KDV�FUHGLWHG�D�VKLSERDUGLQJ�DJUHHPHQW��VLJQHG�E\�WKH�*2&�DQG�8�6��LQ������
ZLWK�WKH�FDSWXUH�RI�RYHU����WRQV�RI�FRFDLQH�LQ�������DQG�KDV�GHVFULEHG�WKLV�DJUHHPHQW�DV�RQH�RI�LWV
PRVW�HIIHFWLYH�FRXQWHUGUXJ�WRROV��7KH�*2&�DOVR�HQDFWHG�WZR�UHVROXWLRQV�WKDW�VKRXOG�FRPSOLFDWH�WKH
ORJLVWLFV�DQG�VXSSO\�VXSSRUW�WR�QDUFRWUDIILFNHUV�DW�VHD��7KH�ILUVW�OD\V�RXW�VSHFLILF�SURFHGXUHV�DQG
SHQDOWLHV�FRQFHUQLQJ�WKH�FRQWURO�DQG�YLJLODQFH�RI�VKLSV�DQG�ERDWV��7KH�VHFRQG�VWUHQJWKHQV�WKH�SHQDOWLHV
DVVRFLDWHG�ZLWK�FDUU\LQJ�IXHO�LQ�H[FHVV�RI�WKH�SHUPLW�LVVXHG�E\�WKH�&DSWDLQ�RI�WKH�3RUW��&273���WR
SUHYHQW�UHIXHOLQJ�RI��JR�IDVW��ERDWV�DW�VHD���,W�DOVR�LQFUHDVHV�SHQDOWLHV�RQ�RSHUDWLQJ�ZLWKRXW�&273
SHUPLVVLRQ�RU�RXWVLGH�RI�DUHDV�VSHFLILHG�E\�WKHLU�SHUPLW��DQG�FDUU\LQJ�RXW�RSHUDWLRQV�ZLWK�IDOVH�RU
DOWHUHG�FHUWLILFDWHV��7KH�SHQDOWLHV�UDQJH�IURP��������WR���������DQG�UHYRFDWLRQ�RI�RSHUDWRU
OLFHQVHV�SHUPLWV�IRU�LQGLYLGXDOV��DQG�IURP���������WR����������DQG�ORVV�RI�OLFHQVHV�SHUPLWV�IRU
FRUSRUDWLRQV��6LQFH�GLHVHO�IXHO�LV�QRW�UHJXODWHG��WUDIILFNHUV�DUH�DGMXVWLQJ�E\�SXWWLQJ�GLHVHO�HQJLQHV�RQ
VPXJJOLQJ�ERDWV��DQG�E\�XVLQJ�ERDWV�ZLWK�D�JUHDWHU�UDQJH�WR�UHGXFH�WKH�QHHG�IRU�UHIXHOLQJ�

3ULVRQ�VHFXULW\�UHPDLQV�D�VHULRXV�SUREOHP�LQ�&RORPELD��ZKHUH�VHULRXV�RYHUFURZGLQJ��YLROHQFH��DQG
SHUPLVVLYH�FRQGLWLRQV�SHUPLW�LPSULVRQHG�WUDIILFNHUV�WR�UHPDLQ�LQYROYHG�LQ�WKHLU�RSHUDWLRQV��7KH�86*



KDV�SURYLGHG������PLOOLRQ�WR�UHIRUP�RQH�KLJK�VHFXULW\�SULVRQ�DV�D�PRGHO��7KH�*2&�KDV�EHHQ�PRUH
LQFOLQHG�WR�EXLOG�DGGLWLRQDO�SULVRQV�WKDQ�WR�UHIRUP�SULVRQ�DGPLQLVWUDWLRQ�

7KH�DOWHUQDWLYH�GHYHORSPHQW�SURJUDP�LV�NH\�WR�WKH�*2&�FRXQWHUQDUFRWLFV�VWUDWHJ\��FRPSOHPHQWLQJ
LQWHUGLFWLRQ�DQG�IRUFHG�DHULDO�HUDGLFDWLRQ��,W�VHHNV�WR�LPSURYH�OHJDO�DOWHUQDWLYHV�IRU�VPDOO�JURZHUV��OHVV
WKDQ�WKUHH�KHFWDUHV��LQ�FRFD�DQG�RSLXP�SRSS\�JURZLQJ�DUHDV��3ODQ�&RORPELD�ZLOO�H[SDQG�86$,'
SURJUDPV��DQG�LW�ZLOO�FRQWLQXH�WR�ZRUN�FORVHO\�ZLWK�WKH�*2&
V�1DWLRQDO�$OWHUQDWLYH�'HYHORSPHQW�3ODQ
�3/$17(��IRU�VHYHUDO�\HDUV��3/$17(�KDV�WDUJHWHG��������IDPLOLHV��VPDOO�SURGXFHUV�RI�LOOLFLW�FURSV��WR
VLJQ�YROXQWDU\�LOOLFLW�FURS�HOLPLQDWLRQ�DJUHHPHQWV��VSHFLI\LQJ�WKH�WLPHIUDPH�DQG�QXPEHU�RI�KHFWDUHV�WR
EH�HOLPLQDWHG��LQ�H[FKDQJH�IRU�DVVLVWDQFH�ZLWK�DOWHUQDWLYH�FURSV��OLYHVWRFN��IRUHVWU\�DQG�FRPPXQLW\
LQIUDVWUXFWXUH�SURMHFWV�

7ZR�NH\�DQWLQDUFRWLFV�LQWHUGLFWLRQ�SURMHFWV�LQ������ZHUH�&13�WUDLQLQJ�DW�SRUWV�DQG�DLUSRUWV��ZLWK���
PLOOLRQ�RI�8�6��3ODQ�&RORPELD�PRQLHV�HDUPDUNHG�IRU�WKLV�SURMHFW�DQG�WKH�%XVLQHVV�$QWL�VPXJJOLQJ
&RDOLWLRQ��D�SULYDWH�LQLWLDWLYH�SURYLGLQJ�WHFKQLFDO�DVVLVWDQFH��WUDLQLQJ��DQG�VSRQVRUVKLS�WR�FRPSDQLHV
VHHNLQJ�WR�VWUHQJWKHQ�WKHLU�H[SRUWLQJ�UHJLPHV�

$FFRPSOLVKPHQWV��)RU�������WKH�',5$1�UHSRUWHG�WKH�VHL]XUH�RI�RYHU����PHWULF�WRQV��PW��RI
FRFDLQH�+&O�DQG�FRFDLQH�EDVH������PW�RI�FRFD�OHDYHV�����PW�RI�PDULMXDQD��DQG����
NLORJUDPV�RI�KHURLQ��PRUSKLQH�DQG�RSLXP��WKH�GHVWUXFWLRQ�RI�����FRFDLQH�EDVH�ODEV����
FRFDLQH�+&O�ODEV�DQG����KHURLQ�ODEV��WKH�FDSWXUH�RI�RYHU�����PW�RI�VROLG�SUHFXUVRU
FKHPLFDOV�DQG�RYHU���������JDOORQV�RI�OLTXLG�SUHFXUVRUV��WKH�VHL]XUH�RI�����YHKLFOHV�����
ERDWV�����DLUFUDIW�DQG�����ZHDSRQV��WKH�GHVWUXFWLRQ�RI����FODQGHVWLQH�DLUVWULSV��DQG�WKH�DUUHVW
RI�RYHU�������SHUVRQV��0RVW�RI�WKHVH�RSHUDWLRQV�ZHUH�GRQH�ZLWK�'($�DVVLVWDQFH�DV�SDUW�RI
2SHUDWLRQ��*UHHQ�-XQJOH���$GGLWLRQDOO\��WKH�&13�DQG�WKH�'$6��$GPLQLVWUDWLYH�6HFXULW\
'HSDUWPHQW���ZLWK�8�6��DVVLVWDQFH��VHL]HG�LQ������DQG������PRUH�WKDQ����PLOOLRQ�RI
FRXQWHUIHLW�8�6��GROODUV��PRVW�RI�ZKLFK�ZHUH�GHVWLQHG�WR�GUXJ�WUDIILFNLQJ�JURXSV�

,Q�2SHUDWLRQ�1HZ�*HQHUDWLRQ��&RORPELDQ�DXWKRULWLHV��ZLWK�WKH�VXSSRUW�RI�8�6��ODZ�HQIRUFHPHQW�
DUUHVWHG����VXEMHFWV�DQG�VHL]HG�QXPHURXV�DVVHWV��LQFOXGLQJ�ODUJH�DPRXQWV�RI�8�6��FXUUHQF\��DQG
WKRXVDQGV�RI�SDJHV�RI�GRFXPHQWDU\�HYLGHQFH��2Q�6HSWHPEHU�����������WKH�&RORPELDQ�)LVFDOLD�DUUHVWHG
D�1HZ�<RUN�IXJLWLYH�OLQNHG�WR�DSSUR[LPDWHO\����NLORJUDPV�RI�KHURLQ�VHL]HG�LQ�(FXDGRU��$UJHQWLQD�
$WODQWD��DQG�1HZ�<RUN��7KH�VXEMHFW�LV�EHOLHYHG�WR�EH�WKH�KHDG�RI�D�KHURLQ�WUDIILFNLQJ�RUJDQL]DWLRQ
EDVHG�LQ�FHQWUDO�&RORPELD��7KH�8QLWHG�6WDWHV�KDV�UHTXHVWHG�WKLV�VXEMHFW
V�H[WUDGLWLRQ�WR�VWDQG�WULDO�LQ
IHGHUDO�GLVWULFW�FRXUW�LQ�1HZ�<RUN�

$OWKRXJK�WKH�8�6��VSRQVRUHG�DOWHUQDWLYH�GHYHORSPHQW�SURJUDP�EHJDQ�RQO\�LQ�$XJXVW�������LW�KDV
DOUHDG\�DFKLHYHG�LPSRUWDQW�UHVXOWV��7R�GDWH������KHFWDUHV�RI�RSLXP�SRSS\�KDYH�EHHQ�HOLPLQDWHG�LQ
7ROLPD�����KHFWDUHV�RI�FRFD�KDYH�EHHQ�HOLPLQDWHG�LQ�&DXFD��DQG����HOLPLQDWLRQ�DJUHHPHQWV�KDYH�EHHQ
VLJQHG�����DOUHDG\�UHVXOWLQJ�LQ�LOOLFLW�FURS�HOLPLQDWLRQ��7KH�PRVW�UHFHQW��VLJQHG�RQ�'HFHPEHU���LQ
3XHUWR�$VLV��3XWXPD\R��ZLWK�����VPDOO�SURGXFHU�IDPLOLHV��SURYLGHV�IRU�YROXQWDU\�HOLPLQDWLRQ�RI
DSSUR[LPDWHO\�����KHFWDUHV�RI�FRFD�

&RRSHUDWLRQ�EHWZHHQ�DQG�DPRQJ�WKH�YDULRXV�EUDQFKHV�RI�WKH�&RORPELDQ�DUPHG�IRUFHV�DQG�WKH�SROLFH
FRQWLQXHG�WR�LPSURYH��7KH�DUPHG�IRUFHV�FRQGXFWHG�XQLODWHUDO�DQG�MRLQW�FRXQWHUQDUFRWLFV�RSHUDWLRQV
ZLWK�WKH�SROLFH��GHSOR\LQJ�LQ�DUHDV�ZKHUH�SROLFH�IDFH�D�VLJQLILFDQW�JXHUULOOD�WKUHDW��7KH�$LU�)RUFH��$UP\�
1DY\��DQG�0DULQHV�FRRUGLQDWHG�ZLWK�WKH�',5$1�LQ�VHYHUDO�MRLQW�FRXQWHUQDUFRWLFV�RSHUDWLRQV�LQ�ZKLFK
WKH\�GHVWUR\HG�GUXJ�ODEV��FRQILVFDWHG�QDUFRWLFV�DQG�DUUHVWHG�LQGLYLGXDOV�LQYROYHG��,Q�DGGLWLRQ��WKH
&RORPELDQ�SROLFH�DQG�DUP\�KDYH�SDUWLFLSDWHG�LQ�LQWHQVLYH�MRLQW�WUDLQLQJ�WR�SUHSDUH�WKH�DUP\
V�QHZ
FRXQWHUQDUFRWLFV�EDWWDOLRQ��ZKLFK�ZLOO�DVVLVW�WKH�',5$1�GXULQJ�FRXQWHUQDUFRWLFV�RSHUDWLRQV�LQ�WKH
FRFD�JURZLQJ�UHJLRQV��HVSHFLDOO\�LQ�WKH�VRXWK��7KH�SROLFH�DQG�DUP\�KDYH�DOVR�DJUHHG�WR�ZRUN�WRJHWKHU
RQ�WDFWLFDO�RSHUDWLRQV�WKDW�LQYROYH�WKH�QHZ�EDWWDOLRQ��&R�ORFDWHG�ZLWK�WKH�EDWWDOLRQ�LQ�7UHV�(VTXLQDV�
WKH�-RLQW�,QWHOOLJHQFH�&HQWHU��-,&��LQFOXGHV�SHUVRQQHO�IURP�ERWK�IRUFHV�

7KH�\HDU������VDZ�VLJQLILFDQW�GHYHORSPHQW�LQ�PDULWLPH�GUXJ�LQWHUGLFWLRQ�RSHUDWLRQV��&RQWLQXHG
DSSOLFDWLRQ�RI�WKH�PDULWLPH�DJUHHPHQW�UHVXOWHG�LQ�WKH�FDSWXUH�RI�PRUH�WKDQ����WRQV�RI�FRFDLQH�DW�VHD�
DFFRUGLQJ�WR�&RORPELDQ�1DY\�VRXUFHV��7KHUH�ZDV�IXUWKHU�LPSURYHPHQW�LQ�WKH�LQWHOOLJHQFH�DQG
FRPPXQLFDWLRQV�H[FKDQJH�SURFHVV��-,$7)�(DVW�FRQGXFWHG�RSHUDWLRQV�ZLWK�WKH�&RORPELDQ�1DY\�LQ
ERWK�WKH�&DULEEHDQ�DQG�3DFLILF��UHVXOWLQJ�LQ�IXUWKHU�LPSURYHPHQW�LQ�FRPPXQLFDWLRQ�OLQNV�ZLWK
&RORPELDQ�1DY\�RSHUDWLRQV�FHQWHUV�LQ�%RJRWD��%DKLD�0DODJD��DQG�&DUWDJHQD��&RQIHUHQFHV�DUH
VFKHGXOHG�LQ�HDUO\������WR�FRQWLQXH�WKH�LPSURYHPHQW�SURFHVV�DQG�WR�VKDUH�WDFWLFDO�LQWHUGLFWLRQ�OHVVRQV
OHDUQHG�

$JUHHPHQWV�DQG�7UHDWLHV��&RORPELD�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�DQG�WKH
*2&
V�1DWLRQDO�$QWL�1DUFRWLFV�3ODQ�RI������PHHWV�WKH�VWUDWHJLF�SODQ�UHTXLUHPHQWV�RI�WKH



&RQYHQWLRQ��5HFHQW�UHIRUPV�KDYH�JHQHUDOO\�EURXJKW�WKH�JRYHUQPHQW�LQWR�OLQH�ZLWK�WKH
UHTXLUHPHQWV�RI�WKH�&RQYHQWLRQ��,Q�'HFHPEHU�������&RORPELD�VLJQHG�WKH�81�&RQYHQWLRQ
$JDLQVW�7UDQVQDWLRQDO�2UJDQL]HG�&ULPH�DQG�LWV�3URWRFRO�WR�3UHYHQW�7UDIILFNLQJ�LQ�3HUVRQV�

&XOWLYDWLRQ�DQG�3URGXFWLRQ��&RFD�DQG�RSLXP�SRSS\�UHPDLQ�WKH�SULQFLSDO�LOOLFLW�FURSV�JURZQ
LQ�&RORPELD��,Q�������WKHVH�FURSV�ZHUH�HVWLPDWHG�WR�EH���������KHFWDUHV�DQG������
KHFWDUHV�UHVSHFWLYHO\��7KH�8QLWHG�6WDWHV�*RYHUQPHQW�HVWLPDWHV�WKDW�LQ������WKHUH�ZHUH�DQ
HVWLPDWHG�WR�EH���������KHFWDUHV�RI�FRFD�XQGHU�FXOWLYDWLRQ��$W�WKH�WLPH�RI�SXEOLFDWLRQ��RSLXP
SRSS\�FXOWLYDWLRQ�WRWDOV�IRU������ZHUH�QRW�DYDLODEOH��&RFD��WKH�SUHGRPLQDQW�LOOLFLW�FURS��LV
JURZQ�PDLQO\�RQ�WKH�HDVWHUQ�SODLQV�LQ�*XDYLDUH�DQG�QHLJKERULQJ�GHSDUWPHQWV�DQG�DORQJ�WKH
(FXDGRULDQ�DQG�3HUXYLDQ�ERUGHUV�LQ�WKH�GHSDUWPHQWV�RI�3XWXPD\R�DQG�&DTXHWD��,QFUHDVLQJ
DPRXQWV�RI�FRFD�DUH�FXOWLYDWHG�LQ�WKH�QRUWKHUQ�GHSDUWPHQWV�RI�%ROLYDU�DQG�1RUWH�GH
6DQWDQGHU��0RVW�RSLXP�LV�JURZQ�RQ�WKH�HDVWHUQ�VORSHV�RI�WKH�&HQWUDO�&RUGLOOHUD�0RXQWDLQV
LQ�7ROLPD��+XLOD��DQG�&DXFD�GHSDUWPHQWV��ZLWK�OLPLWHG�DPRXQWV�LQ�1RUWH�GH�6DQWDQGHU�
VRXWKHUQ�%ROLYDU��DQG�$QWLRTXLD�GHSDUWPHQWV�

$�UHFHQWO\�FRPSOHWHG�86*�VWXG\ �UHYHDOHG�WKDW�&RORPELDQ�FRFDLQH�EDVH�ODERUDWRULHV�RSHUDWH�DW�D
VLJQLILFDQWO\�KLJKHU�OHYHO�RI�HIILFLHQF\�WKDQ�WKRVH�LQ�3HUX�RU�%ROLYLD��7KLV�LPSURYHG�HIILFLHQF\�
FRPELQHG�ZLWK�FURS�HVWLPDWHV�DQG�OHDI�\LHOG�ILJXUHV��HVWDEOLVKHV�WKH�HVWLPDWH�RI�FRFDLQH�SURGXFWLRQ�LQ
&RORPELD�DW�����PW�IRU�&<�������/DUJHU�DQG�HYHU�PRUH�FRPSOH[�FRFDLQH�+&O�ODERUDWRULHV�DUH
UHSODFLQJ�WKH�OHVV�VRSKLVWLFDWHG�ODEV�SUHYLRXVO\�HQFRXQWHUHG��+&O�ODERUDWRULHV�FDQ�EH�IRXQG�LQ�DOO
UHJLRQV�RI�WKH�FRXQWU\��EXW�DUH�ODUJHO\�ORFDWHG�LQ�WKH�SODLQV�DQG�MXQJOH�UHJLRQV��QHDU�WKH�FRFD�JURZLQJ
]RQHV�XQGHU�GH�IDFWR�JXHUULOOD�SDUDPLOLWDU\�FRQWURO��1XPHURXV�ODERUDWRULHV�KDYH�EHHQ�LGHQWLILHG�LQ
H[WUHPHO\�UHPRWH�DUHDV�WKDW�DUH�GLIILFXOW�WR�UHDFK�HYHQ�E\�KHOLFRSWHU�

&RORPELD
V�KHURLQ�SURGXFWLRQ�LQ������ZDV�HVWLPDWHG�DW�QHDUO\���PHWULF�WRQV��DVVXPLQJ�D�KDUYHVW�RI�WHQ
NLORJUDPV�RI�RSLXP�JXP�IURP�RQH�KHFWDUH�RI�RSLXP�SRSS\�DQG�FRQYHUVLRQ�RI�WHQ�NLORJUDPV�RI�RSLXP
JXP�LQWR�RQH�NLORJUDP�RI�KHURLQ��7KHVH�ILJXUHV�DUH�EDVHG�RQ�WUDGLWLRQDO�FRQYHUVLRQ�FDOFXODWLRQV
HVWDEOLVKHG�IRU�6RXWKZHVW�DQG�6RXWKHDVW�$VLD��7KHVH�ILJXUHV�FRXOG�EH�UHYLVHG�EDVHG�RQ�WKH�UHVXOWV�RI�D
8�6��VWXG\�H[SHFWHG�WR�EH�FRPSOHWHG�LQ�������2SLXP�JXP�HVWLPDWHV�IRU������ZHUH�QRW�DYDL ODEOH�DW�WKH
WLPH�RI�SXEOLFDWLRQ�

&RORPELD�DFFRXQWV�IRU�DQ�HVWLPDWHG�WZR�SHUFHQW�RI�WKH�ZRUOG
V�RSLXP�SRSS\��1HDUO\�DOO�RI�WKH
UHVXOWLQJ�KHURLQ��KRZHYHU��LV�GHVWLQHG�IRU�WKH�8QLWHG�6WDWHV��+HURLQ�SURGXFWLRQ�LQ�FODQGHVWLQH
ODERUDWRULHV�LQ�&RORPELD�DSSHDUV�WR�EH�OLPLWHG�EDVHG�RQ�WKH�VL]H�RI�WKH�ODERUDWRULHV�VHL]HG�

0LQRU�PDULMXDQD�FXOWLYDWLRQ�UHPDLQHG�LQ�������EXW�ZDV�QRW�VLJQLILFDQW�

'UXJ�)ORZ�7UDQVLW��&RORPELD�LV�WKH�FHQWHU�RI�WKH�LQWHUQDWLRQDO�FRFDLQH�WUDGH��ZLWK�GUXJV
IORZLQJ�RXW�RI�WKH�FRXQWU\�DW�D�VWDEOH�DQG�FRQVWDQW�UDWH��,Q�DGGLWLRQ�WR�SURGXFLQJ�ODUJH
TXDQWLWLHV�RI�FRFDLQH�EDVH�GRPHVWLFDOO\��&RORPELDQ�WUDIILFNHUV�LPSRUW�FRFDLQH�EDVH��E\�DLU
DQG�E\�ULYHU��IURP�3HUX�DQG��WR�D�OHVVHU�H[WHQW��IURP�%ROLYLD��7KH�EDVH�LV�FRQYHUWHG�LQWR
FRFDLQH�+&O�DW�FODQGHVWLQH�ODERUDWRULHV�

&RORPELD
V�FRDVWDO�UHJLRQV��ZKLFK�H[WHQG�IURP�3DQDPD�WR�9HQH]XHOD�LQ�WKH�QRUWK�DQG�IURP�3DQDPD�WR
(FXDGRU�LQ�WKH�ZHVW��FRQWLQXH�WR�IORXULVK�DV�PDMRU�WUDQVVKLSPHQW�SRLQWV�IRU�EXON�PDULWLPH�VKLSPHQWV
RI�FRFDLQH�DQG�PDULMXDQD��7KH�YDVW�PDMRULW\�RI�WKH�GUXJV�VKLSSHG�IURP�WKH�FRDVWDO�UHJLRQV�RULJLQDWH
IURP�SURGXFWLRQ�DUHDV�LQ�WKH�VRXWK�FHQWUDO�SRUWLRQ�RI�WKH�FRXQWU\�DV�ZHOO�DV�RWKHU�OHVV�SUROLILF�JURZLQJ
DUHDV�LQ�WKH�QRUWKHUQ�WKLUG�RI�&RORPELD��0RVW�RI�WKH�VKLSPHQWV�DUH�RUJDQL]HG�E\�WKH�ZHOO�HVWDEOLVKHG
WUDIILFNLQJ�RUJDQL]DWLRQV�EDVHG�LQ�&DOL��0HGHOOLQ��%RJRWD�DQG�RWKHU�FLWLHV�WKURXJKRXW�WKH�FRXQWU\�

)LVKLQJ�YHVVHOV�WUDQVSRUW�ODUJH�TXDQWLWLHV�RI�QDUFRWLFV�IURP�&RORPELD�WR�0H[LFR�DQG�RU�RWKHU�FRXQWULHV
ZKLOH�HQ�URXWH�WR�WKH�8QLWHG�6WDWHV�WR�ERWK�WKH�$WODQWLF�DQG�3DFLILF�UHJLRQV��7KH\�DUH�RIWHQ�ORDGHG�RII
ORDGHG�E\�JR�IDVW�ERDWV�RSHUDWLQJ�IURP�VHFOXGHG�FRDVWDO�DUHDV�WKDW�UHQGH]YRXV�ZLWK�WKH�ILVKLQJ�YHVVHOV
DW�VHD��)LVKLQJ�YHVVHOV�KDYH�SURYHQ�WKHPVHOYHV�WR�EH�ZHOO�VXLWHG�IRU�VPXJJOLQJ�RSHUDWLRQV�DV�WKH\�KDYH
WKH�DELOLW\�WR�UHPDLQ�DW�VHD�IRU�ORQJ�SHULRGV��WUDQVLW�YDVW�GLVWDQFHV��GUDZ�PLQLPDO�DWWHQWLRQ�DQG�KLGH
DPRQJ�WKH�YDVW�QXPEHUV�RI�OHJLWLPDWH�ILVKLQJ�YHVVHOV�

*R�IDVW�ERDWV�WUDQVSRUW�GUXJV�GLUHFWO\�IURP�&RORPELD�WR�RWKHU�QHLJKERULQJ�FRXQWULHV�DQG�&DULEEHDQ
LVODQGV��7KH\�KXJ�WKH�FRDVWOLQH�DV�WKH\�PRYH�QRUWK�WR�VHFOXGHG�RII�ORDGLQJ�VLWHV��RU�WUDQVLW�GLUHFWO\�WR
QHLJKERULQJ�&DULEEHDQ�LVODQGV�ZKLFK�VHUYH�DV�WUDQVVKLSPHQW�SRLQWV��6RPH�WUDIILFNLQJ�RUJDQL]DWLRQV�XVH
UHIXHOLQJ�VKLSV�WKDW�UH�VXSSO\�WKH�JR�IDVW�ERDWV�RQ�WKH�KLJK�VHDV��H[WHQGLQJ�WKHLU�UDQJH�LQ�WKH�3DFLILF
2FHDQ�

&RPPHUFLDO�FDUJR�VKLSV�DOVR�WUDQVSRUW�GUXJV�IURP�&RORPELD�GLUHFWO\�WR�WKH�8QLWHG�6WDWHV�DQG�(XURSH�
7KH�GUXJV�DUH�RIWHQ�KLGGHQ�LQ�FRQWDLQHUL]HG�FDUJR��EXON�FDUJR��RU�KLGGHQ�FRPSDUWPHQWV�EXLOW�LQWR�WKH



VKLS��DQG�DUH�ORDGHG�RII�ORDGHG�ERWK�LQ�SRUW�DQG�E\�WKH�XVH�RI�JR�IDVW�ERDWV�ZKLOH�DW�VHD�

7KH�UHFHQW�VHL]XUH�RI�D�SDUWLDOO\�FRQVWUXFWHG������IRRW�VXEPDULQH�RXWVLGH�WKH�FLW\�RI�%RJRWD�UHIOHFWV�WKH
YHUVDWLOLW\�DQG�ILQDQFLDO�UHVRXUFHV�RI�&RORPELDQ�GUXJ�WUDIILFNHUV��+DG�LW�EHHQ�FRPSOHWHG��WKLV
VXEPDULQH�ZRXOG�KDYH�EHHQ�FDSDEOH�RI�WUDQVSRUWLQJ�XS�WR�WHQ�PHWULF�WRQV�RI�FRFDLQH�WR�WKH�8QLWHG
6WDWHV��DERXW�ILYH�SHUFHQW�RI�DQQXDO�8�6��GHPDQG��ZKLOH�UHPDLQLQJ�DW�VQRUNHO�GHSWK�WKH�HQWLUH�WULS�
:LWK�DQ�HVWLPDWHG�WRWDO�FRVW�RI����PLOOLRQ�GROODUV��WKLV�LQFLGHQW�DJDLQ�GHPRQVWUDWHV�WUDIILFNHU�UHVRXUFHV
DQG�LQJHQXLW\��&RORPELDQ�FRFDLQH�WUDIILFNLQJ�JURXSV�JHQHUDWH�ELOOLRQV�RI�GROODUV�LQ�UHYHQXHV�HDFK�\HDU�
UHVRXUFHV�WKDW�LQFUHDVLQJO\�KDYH�EHHQ�XVHG�WR�SXUFKDVH�WKH�EHVW�WDOHQW�DQG�WHFKQRORJ\�DYDLODEOH�RQ�WKH
ZRUOG�PDUNHW��:KLOH�VPDOOHU�VHPL�VXEPHUVLEOH�YHVVHOV�KDYH�EHHQ�VHL]HG�LQ�WKH�SDVW��GUXJ�ODZ
HQIRUFHPHQW�RIILFLDOV�GR�QRW�EHOLHYH�WKDW��GUXJ�VXEPDULQHV��DUH�OLNHO\�WR�EHFRPH�D�VLJQLILFDQW�WKUHDW�RU
D�FRPPRQ�PRGH�XVHG�WR�WUDQVSRUW�GUXJV�

$SSUR[LPDWHO\����SHUFHQW�RI�WKH�KHURLQ�VHL]HG�E\�IHGHUDO�DXWKRULWLHV�LQ�WKH�QRUWKHDVWHUQ�8QLWHG�6WDWHV
LV� RI� &RORPELDQ� RULJLQ�� WKH� PDMRULW\� RI� ZKLFK� LV� SURGXFHG� LQ� &RORPELD� DQG� H[SRUWHG� WKURXJK� WKH
LQWHUQDWLRQDO�DLUSRUWV�LQ�%RJRWD��0HGHOOLQ��&DOL��DQG��WR�D�OHVVHU�H[WHQW��%DUUDQTXLOOD��7KH�'($�EHOLHYHV
WKDW�PRVW�RI� WKH�KHURLQ�GHVWLQHG�IRU� WKH�8QLWHG�6WDWHV� LV� WUDQVSRUWHG�IURP�&RORPELD�YLD�FRXULHUV� �RU
�PXOHV��� RQ� FRPPHUFLDO� DLUOLQHV�� &XUUHQWO\�� WUDQVSRUWDWLRQ� URXWHV� JHQHUDOO\� LQFOXGH� D� VWRSRYHU� LQ
LQWHUPHGLDU\� FRXQWULHV� LQ� &HQWUDO� $PHULFD�� WKH� &DULEEHDQ�� DQG�RU� 0H[LFR�� 7KH� VKLSPHQW� LV� WKHQ
WUDQVIHUUHG�WR�D�GLIIHUHQW�PXOH��ZKR�WKHQ�FRPSOHWHV�WKH�GHOLYHU\�LQWR�WKH�8QLWHG�6WDWHV��+HURLQ�VHL]XUHV
PDGH� E\� WKH� &RORPELDQ� 1DWLRQDO� 3ROLFH�� ZLWK� 86*� WUDLQLQJ� DQG� DVVLVWDQFH�� DW� %RJRWD� (O� 'RUDGR
,QWHUQDWLRQDO� $LUSRUW� GXULQJ� WKH� IRXUWK� TXDUWHU� RI� ����� LQGLFDWH� KHURLQ� VKLSPHQWV� ZHUH� SULPDULO\
GHVWLQHG�IRU�WKH�8QLWHG�6WDWHV�

'RPHVWLF�3URJUDPV��7KH�1DWLRQDO�'LUHFWRUDWH�RI�'DQJHURXV�'UXJV��'1(��GHYHORSV�RYHUDOO
GUXJ�SROLF\�LQ�&RORPELD��ZKLOH�D�QHZ�SURJUDP�ZLWKLQ�WKH�&RORPELDQ�3UHVLGHQF\��580%26�
PDQDJHV�SUHYHQWLRQ�DQG�GHPDQG�UHGXFWLRQ�SURJUDPV�

580%26�ZDV�FUHDWHG�LQ������DV�D�UHVSRQVH�WR�WKH�JURZLQJ�SUREOHP�RI�GUXJ�XVH�LQ�&RORPELD�
HVSHFLDOO\�DPRQJ�\RXQJ�PDOHV��DJHV��������LQ�ZHOO�SRSXODWHG�DQG�HFRQRPLFDOO\�GHYHORSHG�DUHDV�VXFK
DV�WKH�FRIIHH�SURGXFLQJ�UHJLRQ�DQG�FLWLHV�VXFK�DV�%RJRWD��0HGHOOLQ��DQG�&DOL��,W�ZRUNV�ZLWK�RWKHU
DJHQFLHV�WR�HQVXUH�WKDW�DGHTXDWH�WUHDWPHQW�FHQWHUV�DUH�DYDLODEOH�DQG�SUHVLGHV�RYHU�D�GHPDQG�UHGXFWLRQ
SURJUDP�LQ�ZKLFK����JRYHUQPHQWDO�DQG�QRQJRYHUQPHQWDO�RUJDQL]DWLRQV�SDUWLFLSDWH��,W�DOVR�OHQGV
DVVLVWDQFH�WR�WKH�UHJLRQV�DQG�PXQLFLSDOLWLHV�WR�KHOS�WKHP�FUHDWH�ORFDO�SUHYHQWLRQ�DQG�WUHDWPHQW
SURJUDPV��ZLWK����RI�&RORPELD
V����GHSDUWPHQWV�QRZ�UHFHLYLQJ�DVVLVWDQFH�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

3ROLF\�,QLWLDWLYHV��7KH�8�6��FRQWLQXHV�WR�SODFH�LWV�IRFXV�RQ�LQVWLWXWLRQ�EXLOGLQJ��HVSHFLDOO\
ZLWKLQ�WKH�ODZ�HQIRUFHPHQW�DQG�MXGLFLDO�V\VWHPV�

%LODWHUDO�&RRSHUDWLRQ��86$,'�FRRUGLQDWHV�WKH�86*
V�MXVWLFH�VHFWRU�UHIRUP�SURJUDP�LQ
FRRSHUDWLRQ�ZLWK�WKH�'HSDUWPHQW�RI�-XVWLFH��23'$7�DQG�,&,7$3���,WV�SURJUDPV�ZLOO�H[SDQG
XQGHU�3ODQ�&RORPELD��7KH\�ZLOO�IRFXV�RQ�VWUHQJWKHQLQJ�WKH�HIIHFWLYHQHVV��WUDQVSDUHQF\��DQG
IDLUQHVV�RI�WKH�&RORPELDQ�FULPLQDO�MXVWLFH�V\VWHP��7KH\�ZLOO�DOVR�LQFUHDVH�FLWL]HQ�DFFHVV�WR
MXVWLFH��SULPDULO\�E\�SURPRWLQJ�WKH�WUDQVLWLRQ�WR�DQ�DFFXVDWRU\�V\VWHP�DQG�HVWDEOLVKLQJ
&DVDV�GH�-XVWLFLD��-XVWLFH�+RXVHV��7KHVH�ZLOO�SURPRWH�DOWHUQDWLYH�GLVSXWH�UHVROXWLRQ
PHFKDQLVPV�LQ�PDUJLQDOL]HG�FRPPXQLWLHV��SURWHFWLQJ�GHIHQGDQWV
�ULJKWV��DQG�IDFLOLWDWLQJ
FRRSHUDWLRQ�DPRQJ�*2&�MXGLFLDO�LQVWLWXWLRQV�DQG�FLYLO�VRFLHW\��7KH�ILUVW�RUDO�WULDO�FRXUWURRP
ZDV�UHFHQWO\�HVWDEOLVKHG�DQG����PRUH�DUH�SODQQHG��7ZHOYH�&DVDV�GH�-XVWLFLD�KDYH�EHHQ
HVWDEOLVKHG�VLQFH�������WZR�LQ�������DQG�WKHUH�DUH�SODQV�WR�HVWDEOLVK����PRUH�

86$,'�KDV�DOVR�H[SDQGHG�LWV�RQJRLQJ�KXPDQ�ULJKWV�SURJUDP�WR�VXSSRUW�NH\�JRYHUQPHQWDO�DQG�QRQ�
JRYHUQPHQWDO�RUJDQL]DWLRQV��$�+XPDQ�5LJKWV�2EVHUYDWRU\�DQG�FRPPXQLFDWLRQV�VWUDWHJ\�KDYH�EHHQ
HVWDEOLVKHG�LQ�WKH�2IILFH�RI�WKH�9LFH�3UHVLGHQW��86$,'�LV�VXSSRUWLQJ�KXPDQ�ULJKWV�WUDLQLQJ�IRU�WKH
+XPDQ�5LJKWV�8QLWV�RI�WKH�3URVHFXWRU�*HQHUDO�DQG�$WWRUQH\�*HQHUDO
V�RIILFHV��WKH�GHYHORSPHQW�RI�D
ODZ�RQ�IXQGDPHQWDO�KXPDQ�ULJKWV�DQG�FLWL]HQ�GXWLHV��DQG�SURJUDPV�WR�GLVVHPLQDWH�KXPDQ�ULJKWV
LQIRUPDWLRQ�WR�UHJLRQV�DQG�PXQLFLSDOLWLHV��$Q�(DUO\�:DUQLQJ�6\VWHP�ZLOO�EH�HVWDEOLVKHG�LQ�WKH
2PEXGVPDQ
V�2IILFH�WKDW�ZLOO�ERWK�DOHUW�DXWKRULWLHV�WR�SRVVLEOH�YLRODWLRQV�DQG�HQVXUH�UDSLG�DQG
HIIHFWLYH�UHVSRQVH�WR�FRPPXQLWLHV�XQGHU�WKUHDW��H�J���PDVVDFUHV��IRUFHG�GLVSODFHPHQW���86$,'�LV
H[SDQGLQJ�LWV�VXSSRUW�WR�KXPDQ�ULJKWV�1*2V�

7UDLQLQJ�HOHPHQWV�RI�WKH�'HSDUWPHQW�RI�-XVWLFH��23'$7�DQG�,&,7$3��KDYH�SURYLGHG�WUDLQLQJ�LQ�WKH
8�6��WR�DERXW�����SURVHFXWRUV�DQG�LQYHVWLJDWRUV�LQ�PRQH\�ODXQGHULQJ��KXPDQ�ULJKWV��DQWLFRUUXSWLRQ�
DQG�DQWLQDUFRWLFV�LVVXHV��7KLV�WUDLQLQJ��ZKLFK�ZLOO�LQFUHDVH�XQGHU�3ODQ�&RORPELD��HVWDEOLVKHV�WKH



PHFKDQLVPV�IRU�ELODWHUDO�HYLGHQFH�H[FKDQJH�DQG�ODZ�HQIRUFHPHQW�UHODWLRQVKLSV�

$V�D�UHVXOW�RI�WKH�8�6��VSRQVRUHG�3RUW�6HFXULW\�3URJUDP��D�SXEOLF�SULYDWH�SDUWQHUVKLS�LQ�ZKLFK�VSHFLDOO\
WUDLQHG�QDUFRWLFV�SROLFH�FDUU\�RXW�LQVSHFWLRQ�DQG�LQWHUGLFWLRQ�RSHUDWLRQV��WKH�SRUW�DXWKRULWLHV�KDYH
VHL]HG�PRUH�WKDQ����PHWULF�WRQV�RI�FRFDLQH�DQG����RI�PDULMXDQD�VLQFH�ODWH�������DOO�DW�YHU\�OLWWOH�FRVW�WR
WKH�86*��7KH�WUDIILFNHUV�KDYH�UHVSRQGHG�E\�PDNLQJ�HODERUDWH�DQG�FRVWO\�HIIRUWV�WR�GLVJXLVH�FRFDLQH
LQVLGH�PDFKLQHU\��EULEH�RIILFLDOV��DQG�DYRLG�WKH�FRPPHUFLDO�SRUWV�E\�XVLQJ��JR�IDVW��ERDWV�RU�VKLSSLQJ
YLD�(FXDGRU�DQG�9HQH]XHOD�

7KH�UHJXODU�DSSURSULDWLRQ�IRU�WKH�1DUFRWLFV�$IIDLUV�6HFWLRQ��1$6��RI�WKH�8�6��(PEDVV\�LQ�%RJRWD�ZDV
����PLOOLRQ��ZLWK�WKH�ODUJHVW�VXPV�JRLQJ�WR�VXSSRUW�',5$1�DLU�RSHUDWLRQV��������PLOOLRQ� �DQG�WKH�FURS
HUDGLFDWLRQ�SURJUDP�����PLOOLRQ���7KH�',5$1�DLU�VHUYLFH�FRQVLVWV�RI����KHOLFRSWHUV�DQG����IL[HG�ZLQJ
DLUFUDIW��7KH�86*�IXQGHG�SULYDWH�FRQWUDFWRU�WKDW�SURYLGHV�VXSSRUW�WR�WKH�',5$1
V�HUDGLFDWLRQ
SURJUDP�RSHUDWHV�DQ�DGGLWLRQDO����KHOLFRSWHUV��WHQ�VSUD\�SODQHV��DQG�WKUHH�VXSSRUW�SODQHV�

,Q�DGGLWLRQ��WKH�8�6��SURYLGHG�����PLOOLRQ�LQ������DQG������IRU�WKH�DFTXLVLWLRQ�RI�VL[�%ODFN�+DZN
KHOLFRSWHUV�WR�HQKDQFH�WKH�',5$1
V�FRXQWHUQDUFRWLFV�FDSDFLW\��7KUHH�ZHUH�GHOLYHUHG�LQ������DQG
WKUHH�LQ�������7KH�SLORWV�DQG�WHFKQLFLDQV�IRU�WKHVH�QHZ�KHOLFRSWHUV�ZHUH�WUDLQHG�LQ�WKH�8QLWHG�6WDWHV�
7KH�86*�LV�DOVR�XSJUDGLQJ�WKH�',5$1
V�+XH\�KHOLFRSWHU�IOHHW��7KH�ILUVW�QLQH�RI����XSJUDGHV
VFKHGXOHG�IRU������KDYH�EHHQ�FRPSOHWHG�DQG�WKH�UHPDLQLQJ�VL[�DUH�VFKHGXOHG�IRU�FRPSOHWLRQ�E\�WKH
HQG�RI�-DQXDU\�������:LWK�IXQGV�DSSURSULDWHG�XQGHU�WKH�3ODQ�&RORPELD�HPHUJHQF\�VXSSOHPHQWDO
OHJLVODWLRQ��WKH�8�6��ZLOO�SXUFKDVH�QLQH�DGGLWLRQDO�VSUD\�DLUFUDIW�IRU�WKH�&13�

7KH�8�6��DOVR�SURYLGHG����8+��1�KHOLFRSWHUV�WR�WKH�&RORPELDQ�$UP\�WR�VXSSRUW�WKH�QHZ
FRXQWHUQDUFRWLFV�EULJDGH��ZLWK����DGGLWLRQDO�8+��1V�GXH�WR�DUULYH�LQ�-DQXDU\�������$IWHU�D�\HDU�RI
LQWHQVLYH�WUDLQLQJ��KHOLFRSWHU�RSHUDWLRQV�EHJDQ�LQ�'HFHPEHU�ZLWK�IXOO�RSHUDWLRQDO�FDSDELOLW\��)LQDOO\��LQ
ODWH�-DQXDU\�������WKH�&13�LV�VFKHGXOHG�WR�UHFHLYH�WZR�&����UHFRQQDLVVDQFH�DLUFUDIW�

7KH�5RDG�$KHDG��7KH�*2&
V��3ODQ�&RORPELD��UHFRJQL]HV�WKH�LQWHUUHODWHG�QDWXUH�RI
&RORPELD
V�FRXQWHUQDUFRWLFV�HIIRUWV�DQG�LWV�SHDFH�SURFHVV��,Q�������WKH�IRUHPRVW�REVWDFOHV
WR�FXUELQJ�QDUFRWLFV�WUDIILFNLQJ�LQ�&RORPELD�ZLOO�FRQWLQXH�WR�EH�WKH�JXHUULOODV�DQG
SDUDPLOLWDULHV��ZKR�GHSHQG�KHDYLO \�RQ�VXEVWDQWLDO�GUXJ�UHYHQXHV�WR�VXSSRUW�WKHLU
RUJDQL]DWLRQV��7KHVH�DUPHG�JURXSV��SDUWLFXODUO\�WKH�JXHUULOODV��YLROHQWO\�RSSRVH�SROLFH
HUDGLFDWLRQ�RSHUDWLRQV�DQG�&13�PLOLWDU\�LQWHUGLFWLRQ�HIIRUWV��DV�UHIOHFWHG�E\�WKH��DUPHG�KDOW�
RI�DOO�DFWLYLWLHV�LQ�3XWXPD\R�FDOOHG�E\�WKH�)$5&�LQ�6HSWHPEHU��1HYHUWKHOHVV��3/$17(
UHFHQWO\�VLJQHG�D�YROXQWDU\�HOLPLQDWLRQ�DJUHHPHQW�LQ�3XWXPD\R��&RORPELDQ�DXWKRULWLHV
DQWLF LSDWH�WKDW��RYHU�D�WZR�\HDU�SHULRG��������VPDOO�FRFD�SURGXFHUV�LQ�3XWXPD\R�DQG�WKHLU
IDPLOLHV�ZLOO�FRPPLW�WR�YROXQWDULO\�HOLPLQDWLRQ�RI��������KHFWDUHV�RI�FRFD�

7KH�86*�ZLOO�FRQWLQXH�ZRUNLQJ�ZLWK�WKH�*2&�WR�VROLGLI\�UHIRUPV�LQ�WKH�',5$1�DQG�VXSSRUW
&RORPELD
V�HIIRUWV�WR�VXVWDLQ�DQG�WR�LPSURYH�WKH�FDSDELOLW\�DQG�HIILFLHQF\�RI�WKH�MXGLFLDO�V\VWHP��ZKLFK
UHPDLQV�RQH�RI�WKH�ZHDNHVW�OLQNV�LQ�WKH�FRXQWHUQDUFRWLFV�FKDLQ�

7KH�&RORPELDQ�PLOLWDU\
V�FRXQWHUQDUFRWLFV�UROH�ZLOO�EURDGHQ�LQ�������DV�WKH�DUP\
V�FRXQWHUQDUFRWLFV
EDWWDOLRQV�MRLQ�WR�EHFRPH�WKH�FRXQWHUQDUFRWLFV�EULJDGH��7KH�8�6��ZLOO�SURYLGH�RQJRLQJ�WUDLQLQJ�DQG
VXSSRUW�IRU�WKH�EULJDGH�LQ������

7KH�DHULDO�HUDGLFDWLRQ�SURJUDP�ZLOO�DOVR�H[SDQG�LQ�������7KH�',5$1��ZLWK�8�6��VXSSRUW��SODQV�WR
HVWDEOLVK�WZR�EDVHV�IRU�VSUD\�DQG�HVFRUW�DLUFUDIW��7KH�',5$1�DOVR�SODQV�WR�FRPSOHWH�WKH�RUJDQL]DWLRQ�
WUDLQLQJ��DQG�HTXLSSLQJ�RI�WZR�PRUH�DLUPRELOH�LQWHUGLFWLRQ�FRPSDQLHV�DQG�HVWDEOLVK�DQ�$QWLQDUFRWLFV
7UDLQLQJ�&HQWHU��7KH�JRDOV�IRU�DHULDO�HUDGLFDWLRQ�LQ������DUH���������KHFWDUHV�RI�FRFD�DQG�������
KHFWDUHV�RI�SRSS\�

Colombia Statistics 
(1992-‐‑2000)
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7RWDO�$UUHVWV ����� ³ ����� ����� ����� ����� ����� ����� �����

(1) Newly acquired data from field surveys has resulted in revised leaf yield and HCl production estimates from 1995 on.

(2) Reported cannabis cultivation has not been confirmed by USG survey.

(3) Seizure data show combined CNP and military figures. (4) Includes 24 metric tons of cocaine seized in maritime operations.

Ecuador
I. Summary

(FXDGRU�FRQWLQXHV�WR�EH�D�PDMRU�WUDQVLW�DUHD�IRU�GUXJV�DQG�SUHFXUVRU�FKHPLFDOV��7UDIILFNHUV�H[SORLW�(FXDGRU
V�SRURXV�ERUGHUV�ZLWK�&RORPELD

DQG�3HUX�WR�FRQVROLGDWH�VPXJJOHG�FRFDLQH�DQG�KHURLQ�LQWR�ODUJHU�ORDGV�IRU�EXON�VKLSPHQW�WR�WKH�8�6��DQG�(XURSH�KLGGHQ�LQ�FRQWDLQHUV�RI

OHJLWLPDWH�FDUJR��(FXDGRU�FRQWLQXHG�WR�VWUXJJOH�ZLWK�HFRQRPLF�DQG�SROLWLFDO�FULVHV��LQFOXGLQJ�SROLWLFDO�WXUPRLO�LQ�-DQXDU\������ZKLFK�OHG�WR

WKH�RXVWHU�RI�WKH�HOHFWHG�SUHVLGHQW�DQG�KLV�UHSODFHPHQW�E\�KLV�FRQVWLWXWLRQDO�VXFFHVVRU��$OVR�LQ�������(FXDGRU�EHFDPH�WKH�ILUVW�6RXWK

$PHULFDQ�FRXQWU\�WR�DGRSW�WKH�8�6��GROODU�DV�LWV�QDWLRQDO�FXUUHQF\��7KH�(FXDGRULDQ�FRQJUHVV�HQDFWHG�D�QHZ�FULPLQDO�MXVWLFH�SURFHGXUDO�FRGH

ZKLFK�ZLOO�IXQGDPHQWDOO\�FKDQJH�LWV�OHJDO�V\VWHP�IURP�DQ�LQTXLVLWRULDO�WR�DQ�DFFXVDWRU\�VW\OH�RQH��7KH�(FXDGRULDQ�1DWLRQDO�3ROLFH��(13�

VHL]HG�PRUH�WKDQ�WKUHH�WRQV�RI�FRFDLQH�DQG�FRFD�EDVH������NLORJUDPV�RI�KHURLQ��DQG����WRQV�RI�PDULMXDQD��7KH�(13�HVWDEOLVKHG�D�XQLILHG

DQWLGUXJ�GLYLVLRQ�WR�VWUHQJWKHQ�WKH�PDQDJHPHQW�RI�GUXJ�ODZ�HQIRUFHPHQW��$�VROLG�H[DPSOH�RI�WKH�FORVH�FRRSHUDWLRQ�RI�WKH�*RYHUQPHQW�RI

(FXDGRU��*2(��ZLWK�WKH�86*�LQ�WKH�ILJKW�DJDLQVW�QDUFRWLFV�WUDIILFNLQJ�ZDV�WKH�VLJQLQJ�LQ�1RYHPEHU������RI�D�WHQ�\HDU�DJUHHPHQW�SHUPLWWLQJ

WKH�8�6��WR�RSHUDWH�DHULDO�FRXQWHUGUXJ�GHWHFWLRQ�DQG�PRQLWRULQJ�PLVVLRQV�IURP�DQ�(FXDGRULDQ�$LU�)RUFH�EDVH�LQ�0DQWD��+RZHYHU��(FXDGRU
V

GHSUHVVHG�HFRQRP\�DQG�SRRU�SROLFH�PLOLWDU\�FRRUGLQDWLRQ�FRQWLQXH�WR�KDPSHU�FRXQWHUGUXJ�HIIRUWV�

(FXDGRU�LV�D�SDUW\�WR�DQG�KDV�HQDFWHG�OHJLVODWLRQ�WR�LPSOHPHQW�WKH�SURYLVLRQV�RI�WKH������81�'UXJ�&RQYHQWLRQ�

,,��6WDWXV�2I�&RXQWU\

(FXDGRU�LV�RQH�RI�WKH�SULPDU\�WUDQVLW�URXWHV�IRU�FRFDLQH�DQG�KHURLQ�IURP�&RORPELD�DQG�3HUX��7KH
FRXQWU\�VHUYHV�DV�D�PDMRU�VWDJLQJ�DUHD�IRU�WKH�WUDQVLW�RI�VPXJJOHG�FRFDLQH�DQG�KHURLQ��ZKLFK�LV�KLGGHQ
LQ�EXON�TXDQWLWLHV�LQ�FRQWDLQHUV�RI�OHJLWLPDWH�FDUJR�DQG�VKLSSHG�WR�WKH�8�6��DQG�(XURSH��6RPH�VPDOO
ILHOGV�RI�SRSSLHV�DQG�FRFD�KDYH�EHHQ�IRXQG�ZLWKLQ�(FXDGRU��ZKLFK�KDYH�EHHQ�PDQXDOO\�HUDGLFDWHG�E\
WKH�(FXDGRULDQ�$UP\�DQG�WKH�(FXDGRULDQ�1DWLRQDO�3ROLFH��,Q�DGGLWLRQ��VHYHUDO�VPDOO�FRFDLQH
SURFHVVLQJ�ODERUDWRULHV�KDYH�EHHQ�GLVFRYHUHG�DQG�GLVPDQWOHG�E\�WKH�SROLFH��(FXDGRU
V�QRUWKHUQ�ERUGHU
DUHD�ZLWK�&RORPELD�LV�D�PDMRU�WUDQVLW�DUHD�IRU�GUXJV��FKHPLFDOV��DUPV�DQG�PXQLWLRQV��'XH�LQ�SDUW�WR
LQFUHDVHG�LQVXUJHQW�SDUDPLOLWDU\�YLROHQFH�DFURVV�WKH�ERUGHU��(FXDGRU�LV�IDFLQJ�D�ZRUVHQLQJ�VHFXULW\
SUREOHP��7KH�86*�LV�ZRUNLQJ�FORVHO\�ZLWK�WKH�*2(�WR�VWUHQJWKHQ�PLOLWDU\�DQG�SROLFH�FRQWURO�RYHU�WKH
QRUWKHUQ�ERUGHU�UHJLRQ�

&RFDLQH�LV�VPXJJOHG�LQWR�(FXDGRU�SULPDULO\�E\�WUXFN�LQ�ODUJH�VKLSPHQWV�RI�OHJLWLPDWH�SURGXFWV�YLD�WKH
3DQ�$PHULFDQ�+LJKZD\�IURP�&RORPELD�DQG�WKHQ�ORDGHG�LQWR�H[SRUW�VKLSPHQWV�LQ�WKH�VHDSRUWV�RI
*XD\DTXLO��0DQWD�DQG�0DFKDOD��&RFD�EDVH�LV�DOVR�VPXJJOHG�LQWR�(FXDGRU�IURP�3HUX�DQG�&RORPELD�
2XWERXQG�FRFDLQH�VKLSPHQWV�DUH�KLGGHQ�LQ�FRPSDUWPHQWV�LQ�RFHDQ�JRLQJ�YHVVHOV�RU�FRQFHDOHG�ZLWKLQ
FRQWDLQHUL]HG�SHULVKDEOH��VHDIRRG��EDQDQDV��IORZHUV��RU�EXON�FDUJR��+HURLQ�DQG�FRFDLQH�DUH�DOVR
IUHTXHQWO\�VPXJJOHG�LQ�SDVVHQJHU�VXLWFDVHV�RU�E\�ERG\�FDUULHUV�ERDUGLQJ�LQWHUQDWLRQDO�IOLJKWV�DW�WKH
4XLWR�DQG�*XD\DTXLO�DLUSRUWV��$�UHFHQW�WUHQG�KDV�EHHQ�WKH�LQFUHDVH�LQ�VPXJJOLQJ�RI�FRFD�EDVH�E\�WUXFNV
WKDW�FURVV�LQWR�(FXDGRU
V�6XFXPELRV�3URYLQFH�IURP�&RORPELD
V�3XWXPD\R�'HSDUWPHQW�DQG�WKHQ�UHWXUQ
WR�&RORPELD�RQ�WKH�3DQ�$PHULFDQ�+LJKZD\��ZKHUH�LW�LV�UHILQHG�LQWR�FRFDLQH�K\GURFKORULGH��+&O��

(FXDGRU�LV�JUDGXDOO\�UHFRYHULQJ�IURP�D�VHYHUH�ILQDQFLDO�DQG�HFRQRPLF�FULVLV��ZLWK�PRVW�RI�LWV�PDMRU
EDQNV�FROODSVLQJ�DQG�UHTXLULQJ�JRYHUQPHQW�LQWHUYHQWLRQ��7KH�(FXDGRULDQ�JRYHUQPHQW�QRZ�FRQWUROV
DERXW����SHUFHQW�RI�WKH�FRXQWU\
V�EDQNLQJ�VHFWRU��,Q�������(FXDGRU�EHFDPH�WKH�ILUVW�6RXWK�$PHULFDQ
FRXQWU\�WR�DGRSW�WKH�8�6��GROODU�DV�LWV�QDWLRQDO�FXUUHQF\��7KLV�PHDVXUH�ZDV�LQWHQGHG�WR�VWRS�WKH�KLJK
LQIODWLRQ�DQG�GHSUHFLDWLRQ�RI�WKH�FXUUHQF\�ZKLFK�KDG�SDUDO\]HG�WKH�HFRQRP\��+RZHYHU��GROODUL]DWLRQ
PD\�DOVR�PDNH�(FXDGRU�D�PRUH�DWWUDFWLYH�VLWH�IRU�PRQH\�ODXQGHULQJ�DQG�RWKHU�ILQDQFLDO�FULPLQDO
DFWLYLW\��6RPH�QDUFRWLFV�SURILWV�IURP�&RORPELD�PD\�KDYH�EHHQ�LQYHVWHG�LQ�(FXDGRULDQ�UHDO�HVWDWH�DQG
EXVLQHVVHV��'UXJ�PRQH\�ODXQGHULQJ�LV�LOOHJDO�XQGHU�WKH������QDUFRWLFV�ODZ��+RZHYHU��WKH�(FXDGRULDQ
JRYHUQPHQW�SUHVHQWO\�KDV�QR�HIIHFWLYH�PHDQV�WR�LQYHVWLJDWH�RU�SURVHFXWH�VXFK�FULPHV�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

,Q�FRPSOLDQFH�ZLWK�WKH������81�'UXJ�&RQYHQWLRQ��WKH�*2(�KDV�SDVVHG�OHJLVODWLRQ�FULPLQDOL]LQJ�WKH
SURGXFWLRQ��WUDQVSRUW��DQG�VDOH�RI�FRQWUROOHG�QDUFRWLF�VXEVWDQFHV��WKH�LPSRUW��WUDQVSRUW�DQG�RU�XVH�RI



HVVHQWLDO�FKHPLFDOV�ZLWKRXW�WKH�ZULWWHQ�SHUPLVVLRQ�RI�WKH�(FXDGRULDQ�1DWLRQDO�'UXJ�&RXQFLO
�&216(3���DQ\�DWWHPSW�WR�FRQFHDO�WKH�SURILWV�IURP�QDUFRWLFV�WUDIILFNLQJ�DFWLYLWLHV��WKH�LQWLPLGDWLRQ�RU
FRUUXSWLRQ�RI�MXGLFLDO�DQG�SXEOLF�DXWKRULWLHV�IRU�GUXJ�FULPHV��DQG�LOOHJDO�DVVRFLDWLRQ�UHODWHG�WR�GUXJ
WUDIILFNLQJ�DQG�SURILWHHULQJ�

3ROLF\�,QLWLDWLYHV��7KH�DGPLQLVWUDWLRQ�RI�3UHVLGHQW�*XVWDYR�1RERD��ZKR�VXFFHHGHG
3UHVLGHQW�0DKXDG�RQ�-DQXDU\�����������KDV�PDGH�VLJQLILFDQW�SURJUHVV�LQ�VWUHQJWKHQLQJ
ELODWHUDO�FRXQWHUQDUFRWLFV�FRRSHUDWLRQ�ZLWK�WKH�8�6��&216(3�SXEOLVKHG�D�QHZ�QDWLRQDO
GUXJ�VWUDWHJ\�LQ�������ZKLFK�FOHDUO\�GHWDLOV�WKH�UROHV�DQG�UHVSRQVLELOLWLHV�RI�*2(�DJHQFLHV�
LQFOXGLQJ�WKH�DUPHG�IRUFHV��LQ�FRPEDWLQJ�GUXJ�WUDIILFNLQJ�DQG�FRQVXPSWLRQ��'XULQJ������
&216(3�FRQWLQXHG�WR�ZRUN�RQ�GUDIWLQJ�UHIRUPV�WR�WKH�RUJDQLF�GUXJ�ODZ��7KH�*2(�DQG�86*
DOVR�EHJDQ�QHJRWLDWLRQV�RQ�QHZ�LQLWLDWLYHV�WR�VWUHQJWKHQ�ODZ�HQIRUFHPHQW��VHFXULW\�DQG
HFRQRPLF�GHYHORSPHQW�RQ�WKH�QRUWKHUQ�ERUGHU�

7KH�(FXDGRULDQ�1DWLRQDO�3ROLFH��(13��KDV�SULPDU\�UHVSRQVLELOLW\�IRU�QDUFRWLFV�ODZ�HQIRUFHPHQW�LQ
(FXDGRU��7R�VWUHQJWKHQ�WKH�PDQDJHPHQW�RI�FRXQWHUQDUFRWLFV�HIIRUWV��WKH�(13�HVWDEOLVKHG�D�XQLILHG
DQWLGUXJ�GLYLVLRQ�LQ�������7KLV�QHZ�GLYLVLRQ�KDV�FRQVROLGDWHG�WKH�YDULRXV�VSHFLDOL]HG�SROLFH�XQLWV��VXFK
DV�WKH�SURYLQFLDO�GUXJ�LQYHVWLJDWLYH�RIILFHV��WKH�PRELOH�URDG�LQWHUGLFWLRQ�JURXS��WKH�FDQLQH�WHDPV�DW
DLUSRUWV�DQG�VHDSRUWV��DQG�YDULRXV�FRXQWHUGUXJ�LQWHOOLJHQFH�XQLWV��LQWR�D�VLQJOH�FRKHUHQW�RUJDQL]DWLRQ�
7KH�SROLFH�PDULWLPH�FDUJR�LQIRUPDWLRQ�FRRUGLQDWLRQ�FHQWHU��6,3$��LQ�*XD\DTXLO�EHJDQ�RSHUDWLRQV��7KH
(13�KDV�HVWDEOLVKHG�GDWD�FRPPXQLFDW LRQ�OLQNV�EHWZHHQ�6,3$��WKH�(FXDGRULDQ�FXVWRPV�VHUYLFH��DQG
WKH�(13�DQWLGUXJ�GLYLVLRQ
V�LQWHOOLJHQFH�FHQWHU�LQ�4XLWR��:LWK�86*�DVVLVWDQFH��WKH�(13�SODQV�WR
HVWDEOLVK�QHZ�FDUJR�LQVSHFWLRQ�XQLWV�DW�WKH�PDMRU�VHDSRUWV�RI�0DQWD�DQG�0DFKDOD��ZKLFK�ZLOO�SURYLGH
DGGLWLRQDO�LQWHOOLJHQFH�LQSXW�LQWR�WKH�6,3$�

,Q�DQ�HIIRUW�WR�FOHDQ�XS�WKH�ZLGHVSUHDG�FRUUXSWLRQ�LQ�(FXDGRU
V�FXVWRPV�VHUYLFH��WKH�(FXDGRULDQ
PLOLWDU\ �WRRN�LW�RYHU�LQ�������7KH�*2(�WKHQ�SULYDWL]HG�WKH�FXVWRPV�VHUYLFH�LQ�0D\�������7KH�QHZ
PDQDJHUV�RI�(FXDGRULDQ�FXVWRPV�FRPH�IURP�WKH�SULYDWH�VHFWRU�DQG�KDYH�JUHDWO\�VWUHDPOLQHG�FDUJR
FOHDUDQFH�SURFHGXUHV��&XVWRPV�KDV�DOVR�EHHQ�LQFUHDVLQJO\�FRRSHUDWLYH�ZLWK�WKH�(13�LQ�H[FKDQJLQJ
LQIRUPDWLRQ�RQ�LQERXQG�DQG�RXWERXQG�VKLSPHQWV��7KH�8�6��(PEDVV\��WKURXJK�WKH�1DUFRWLFV�$IIDLUV
6HFWLRQ��1$6���KDV�HVWDEOLVKHG�D�8�6��&XVWRPV�DGYLVRU�SRVLWLRQ�WR�SURYLGH�WHFKQLFDO�DVVLVWDQFH�WR�WKH
(13�DQG�WKH�FXVWRPV�VHUYLFH�WR�VWUHQJWKHQ�FRQWURO�RYHU�WKH�SRUWV�

'XH�WR�(FXDGRU
V�VHYHUH�HFRQRPLF�FULVLV��WKH�6XSHULQWHQGHQF\�RI�%DQNV�KDV�IRFXVVHG�LWV�DWWHQWLRQ�RQ
WKH�FROODSVLQJ�EDQNLQJ�VHFWRU��&RQVHTXHQWO\��DOPRVW�QR�LQYHVWLJDWLRQV�RI�PRQH\�ODXQGHULQJ�ZHUH
FRQGXFWHG�LQ�(FXDGRU�GXULQJ������

,Q�-DQXDU\�������WKH�(FXDGRULDQ�JRYHUQPHQW�HQDFWHG�D�QHZ�FULPLQDO�SURFHGXUDO�FRGH��ZKLFK�LV
LQWHQGHG�WR�IXQGDPHQWDOO\�FKDQJH�WKH�FRXQWU\
V�FULPLQDO�MXVWLFH�V\VWHP�IURP�DQ�LQTXLVLWRULDO�WR�DQ
DFFXVDWRULDO�VW\OH�V\VWHP��7KH�QHZ�FRGH��ZKLFK�ZLOO�HQWHU�LQWR�IRUFH�LQ�-XO\�������HPSRZHUV�WKH
SURVHFXWRUV��ILVFDOLD��WR�LQYHVWLJDWH�DQG�SURVHFXWH�FULPHV��DQG�DOWHUV�WKH�UROH�RI�MXGJHV�WR�QHXWUDO
DUELWHUV�SUHVLGLQJ�RYHU�RUDO�WULDOV��7KH�(13��ILVFDOLD �DQG�MXGLFLDU\�KDYH�UHFHLYHG�86*�WUDLQLQJ�WR�KHOS
WKHP�DVVXPH�WKHLU�QHZ�UROHV�LQ�WKH�DFFXVDWRU\�FULPLQDO�MXVWLFH�V\VWHP�

$FFRPSOLVKPHQWV��7KH�*2(�GHPRQVWUDWHG�LWV�VWURQJ�FRPPLWPHQW�WR�ELODWHUDO�FRXQWHUGUXJ
FRRSHUDWLRQ�ZLWK�WKH�86*�E\�VLJQLQJ�D�WHQ�\HDU�DJUHHPHQW�WR�SHUPLW�8�6��DLUFUDIW�WR�XVH
0DQWD�DV�D�IRUZDUG�RSHUDWLQJ�ORFDWLRQ��)2/��LQ�1RYHPEHU�������7KLV�DJUHHPHQW�ZLOO�SHUPLW
(FXDGRU�DQG�WKH�8�6��WR�ZRUN�HYHQ�FORVHU�LQ�WKH�GHWHFWLRQ�DQG�PRQLWRULQJ�RI�FODQGHVWLQH
DLUFUDIW�WUDQVSRUWLQJ�QDUFRWLFV�WR�&HQWUDO�$PHULFD��0H[LFR�DQG�WKH�&DULEEHDQ��7KH�(13�KDG
DQ�RXWVWDQGLQJ�\HDU�LQ�PDNLQJ�GUXJ�VHL]XUHV�DQG�DUUHVWV�LQ�������7KH�SROLFH�VHL]HG�PRUH
WKDQ�����PHWULF�WRQV�RI�FRFDLQH�DQG�FRFD�EDVH������NLORJUDPV�RI�KHURLQ��DQG�RYHU����WRQV�RI
PDULMXDQD��7KH�UHDVRQV�IRU�WKH�H[FHOOHQW�LQWHUGLFWLRQ�SHUIRUPDQFH�WK LV�\HDU�ZHUH�EHWWHU�XVH
RI�LQWHOOLJHQFH��DJJUHVVLYH�OHDGHUVKLS��DQG�HIIHFWLYH�XVH�RI�FDQLQH�LQWHUGLFWLRQ�WHDPV�DW
(FXDGRU
V�VHDSRUWV�DQG�DLUSRUWV�

7KH�(FXDGRULDQ�PLOLWDU\�KDV�WDNHQ�DFWLRQV�WR�VWUHQJWKHQ�VHFXULW\�DORQJ�(FXDGRU
V�ERUGHU�ZLWK
&RORPELD��)ROORZLQJ�WKH������VLJQLQJ�RI�D�SHDFH�WUHDW\�ZLWK�3HUX��WKH�(FXDGRULDQ�$UP\�DQG�1DY\
�0DULQHV��KDYH�UHGHSOR\HG�DGGLWLRQDO�IRUFHV�WR�WKH�QRUWKHUQ�ERUGHU��7KH�$UP\�KDV�HVWDEOLVKHG�QHZ
EDWWDOLRQV�LQ�6XFXPELRV�3URYLQFH��ERUGHULQJ�&RORPELD
V�3XWXPD\R�'HSDUWPHQW�ZKLFK�LV�WKH�VLWH�RI
ODUJH�FXOWLYDWLRQV�RI�FRFD��7KH�(FXDGRULDQ�1DY\�KDV�HVWDEOLVKHG�QHZ�XQLWV�SDWUROOLQJ�WKH�FRDVWDO
ZDWHUZD\V�ERUGHULQJ�&RORPELD
V�1DULQR�'HSDUWPHQW��ZKLFK�LV�DOVR�DQ�DUHD�RI�GUXJ�SURGXFWLRQ�DQG
WUDIILFNLQJ�

'HVSLWH�VRPH�LPSURYHPHQWV��XQHYHQ�PLOLWDU\�SROLFH�FRRSHUDWLRQ�LQ�(FXDGRU�UHPDLQV�D�VHULRXV
SUREOHP��7KH�(FXDGRULDQ�1DY\�FRQWUROV�WKH�FRXQWU\
V�SRUWV��EXW�FRRSHUDWLRQ�ZLWK�WKH�SROLFH�YDULHV



ZLGHO\�IURP�SRUW�WR�SRUW��$GGLWLRQDO�HIIRUWV�PXVW�EH�WDNHQ�LQ������WR�LQFUHDVH�WKH�SROLFH�SUHVHQFH�LQ�DOO
PDMRU�(FXDGRULDQ�VHDSRUWV��SDUWLFXODUO\�0DQWD�DQG�0DFKDOD�

/DZ�(QIRUFHPHQW�(IIRUWV��,Q�RUGHU�WR�IDFLOLWDWH�WKH�ZRUNLQJ�UHODWLRQVKLSV�RI�SROLFH�DQG
SURVHFXWRUV�XQGHU�WKH�QHZ�(FXDGRULDQ�FULPLQDO�MXVWLFH�FRGH��WKH�(13�VLJQHG�DQ�DJUHHPHQW
ZLWK�WKH�ILVFDOLD�LQ�������8QGHU�WKLV�DJUHHPHQW��WKH�SROLFH�DQG�SURVHFXWRUV�KDYH�UHFHLYHG
MRLQW�WUDLQLQJ�SURJUDPV�LQ�FULPLQDO�LQYHVWLJDWLRQV�DQG�FDVH�PDQDJHPHQW��7KH�8�6�
'HSDUWPHQW�RI�-XVWLFH��23'$7�,&,7$3��KDV�SURYLGHG�WUDLQLQJ�FRXUVHV�WR�(FXDGRU�WR�KHOS
SUHSDUH�WKH�SROLFH��MXGLFLDU\��DQG�ILVFDOLD�IRU�WKHLU�QHZ�UROHV�XQGHU�WKH�QHZ�DFFXVDWRU\�VW\OH
FULPLQDO�MXVWLFH�V\VWHP�

:LWK�8�6��6RXWKHUQ�&RPPDQG�ILQDQFLDO�VXSSRUW��WKH�(13�KDYH�FRPSOHWHG�FRQVWUXFWLRQ�RI�D�KLJKZD\
LQVSHFWLRQ�FKHFNSRLQW�DW�D�VWUDWHJLF�URDG�MXQFWLRQ�LQ�%DH]D��HDVW�RI�4XLWR��7KH�(13�LV�UHGHSOR\LQJ�WKH
1$6�VXSSRUWHG�PRELOH�KLJKZD\�LQVSHFWLRQ�XQLW��*(0$��WR�WKLV�ORFDWLRQ��ZKLFK�ZLOO�DVVLVW�WKH�SROLFH
LQ�LQWHUGLFWLQJ�GUXJV��SUHFXUVRU�FKHPLFDOV��DUPV�DQG�PXQLWLRQV�HQWHULQJ�WKH�6XFXPELRV�3XWXPD\R
ERUGHU�DUHD�ZLWK�&RORPELD�

&RUUXSWLRQ��7KH������GUXJ�ODZ��/DZ������FRQWDLQV�D�SURYLVLRQ�IRU�SURVHFXWLRQ�RI�DQ\
JRYHUQPHQW�RIILFLDO��LQFOXGLQJ�D�MXGJH��ZKR�GHOLEHUDWHO\�LPSHGHV�WKH�SURVHFXWLRQ�RI�DQ\RQH
FKDUJHG�XQGHU�WKDW�ODZ�

$V�D�PDWWHU�RI�JRYHUQPHQW�SROLF\��WKH�*2(�GRHV�QRW�HQFRXUDJH�RU�IDFLOLWDWH�WKH�LOOLFLW�SURGXFWLRQ�RU
GLVWULEXWLRQ�RI�GUXJV��RWKHU�FRQWUROOHG�VXEVWDQFHV�RU�WKH�ODXQGHULQJ�RI�GUXJ�PRQH\��:KLOH�QDUFRWLFV�
UHODWHG�FRUUXSWLRQ�LV�D�SUREOHP�LQ�(FXDGRU��LQ������QR�VHQLRU�(FXDGRULDQ�JRYHUQPHQW�RIILFLDO�ZDV
LGHQWLILHG�DV�HQJDJHG�LQ�WKH�SURGXFWLRQ�RU�GLVWULEXWLRQ�RI�GUXJV�RU�LQ�WKH�ODXQGHULQJ�RI�LOOLFLW�SURFHHGV�
+RZHYHU��LQ������WKH�8�6��(PEDVV\�KDG�WR�WHUPLQDWH�WHFKQLFDO�DVVLVWDQFH�WR�WKH�ILVFDOLD�JHQHUDO��FKLHI
SURVHFXWRU
V�RIILFH��GXH�WR�FRQFHUQV�RI�KLJK�OHYHO�FRUUXSWLRQ�LQ�FDVHV�LQYROYLQJ�SROLWLFDOO\�SRZHUIXO
LQGLYLGXDOV�DFFXVHG�RI�EDQNLQJ�IUDXG�DQG�HPEH]]OHPHQW�

$UUHVWV�DQG�3URVHFXWLRQV��,QWHUQDWLRQDOO\��WKH�86*�DQG�WKH�*2(�DUH�ZRUNLQJ�WR
VWUHQJWKHQ�ODZ�HQIRUFHPHQW�UHODWLRQVKLSV��GHYHORS�LQIRUPDWLRQ�VKDULQJ�FRQGXLWV��DQG�EROVWHU
LQWHUGLFWLRQ�FRRSHUDWLRQ��&RRSHUDWLRQ�EHWZHHQ�WKH�86*�DQG�*2(�KDV�UHVXOWHG�LQ�VHYHUDO
VXFFHVVIXO�GUXJ�LQWHUGLFWLRQ�RSHUDWLRQV��WKH�GLVPDQWOLQJ�RI�WUDIILFNLQJ�RUJDQL]DWLRQV�DQG�WKH
H[SXOVLRQ�WR�WKH�8�6��RI�WKLUG�FRXQWU\�QDWLRQDOV�LQGLFWHG�IRU�QDUFRWLFV�WUDIILFNLQJ�FULPHV�

$JUHHPHQWV�DQG�7UHDWLHV��7KH�H[WUDGLWLRQ�WUHDW\�EHWZHHQ�WKH�86*�DQG�WKH�*2(�ZDV
VLJQHG�LQ������DQG�VXSSOHPHQWHG�LQ�������7KH�(FXDGRULDQ�FRQVWLWXWLRQ�SURKLELWV�WKH
H[WUDGLWLRQ�RI�(FXDGRULDQ�QDWLRQDOV�EXW�(FXDGRU�KDV�FRRSHUDWHG�ZLWK�WKH�86*�WR�GHSRUW�RU
H[WUDGLWH�QRQ�(FXDGRULDQV��$OWKRXJK�WKH�86*�DQG�*2(�KDYH�HQJDJHG�LQ�SUHOLPLQDU\�WDONV
RQ�UHYLVLQJ�WKH�H[LVWLQJ�H[WUDGLWLRQ�WUHDW\��WKH�(FXDGRULDQ�EDU�RQ�H[WUDGLWLRQ�RI�QDWLRQDOV�LV
DQ�REVWDFOH�WR�IRUPDO�QHJRWLDWLRQV�

(FXDGRU�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�DQG�KDV�D�QDUFRWLFV�ODZ�WKDW�LQFRUSRUDWHV�WKH
SURYLVLRQV�RI�WKDW�WUHDW\��,Q�'HFHPEHU�������(FXDGRU�VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW
7UDQVQDWLRQDO�2UJDQL]HG�&ULPH�DQG�LWV�SURWRFROV�

7KH�*2(�LV�D�VWURQJ�VXSSRUWHU�RI�UHJLRQDO�FRRSHUDWLRQ�DQG�KDV�VLJQHG�ELODWHUDO�FRXQWHUQDUFRWLFV
DJUHHPHQWV�ZLWK�WKH�8�6���&RORPELD�DQG�&XED��DV�ZHOO�DV�WKH�6XPPLW�RI�WKH�$PHULFDV�PRQH\
ODXQGHULQJ�LQLWLDWLYH��DQG�WKH�2$6�&,&$'�GRFXPHQW�RQ�DQ�DQWLGUXJ�KHPLVSKHULF�VWUDWHJ\��+RZHYHU��D
ELODWHUDO�PDULWLPH�FRXQWHUGUXJ�DJUHHPHQW��ILUVW�SURSRVHG�LQ�������KDV�UHFHLYHG�QR�DWWHQWLRQ�IURP�WKH
*2(�VLQFH�HDUO\������

,Q�������WKH�*2(�DQG�WKH�86*�HQWHUHG�LQWR�DQ�DJUHHPHQW�RQ�PHDVXUHV�WR�SUHYHQW�WKH�GLYHUVLRQ�RI
FKHPLFDO�VXEVWDQFHV��,Q�������WKH�WZR�JRYHUQPHQWV�FRQFOXGHG�DQ�DJUHHPHQW�WR�VKDUH�LQIRUPDWLRQ�RQ
FXUUHQF\�WUDQVDFWLRQV�RYHU���������

7KH�*2(�KDV�PDGH�SURJUHVV�LQ�D�QXPEHU�RI�LPSRUWDQW�DUHDV�FRYHUHG�E\�WKH������81�'UXJ
&RQYHQWLRQ�DQG�2$6�&,&$'�PRGHO�OHJLVODWLRQ��LQFOXGLQJ�XSJUDGLQJ�LWV�LQWHUGLFWLRQ�HIIRUWV��IRFXVVLQJ
RQ�UHGXFLQJ�WKH�GLYHUVLRQ�RI�HVVHQWLDO�FKHPLFDOV��DQG�EHJLQQLQJ�LPSOHPHQWDWLRQ�RI�D�SURJUDP�WR�UHGXFH
PRQH\�ODXQGHULQJ�

&XOWLYDWLRQ�3URGXFWLRQ��7KH�*2(�FRQWLQXHV�WR�EH�YLJLODQW�DERXW�SUHYHQWLQJ�LOOLFLW�GUXJ
FXOWLYDWLRQ�DQG�SURFHVVLQJ�DFWLYLWLHV��7KHUH�LV�QR�HYLGHQFH�RI�ODUJH�VFDOH��FRPPHUFLDO�FRFD
RU�RSLXP�SRSS\�FXOWLYDWLRQ�LQ�(FXDGRU��+RZHYHU��WKHUH�LV�FRQFHUQ�WKDW�FRFD�FXOWLYDWLRQ�FRXOG
H[SDQG�RYHU�WKH�ERUGHU�LQWR�(FXDGRU�DV�D�UHVXOW�RI�&RORPELDQ�JRYHUQPHQW�HUDGLFDWLRQ
HIIRUWV�LQ�3XWXPD\R�'HSDUWPHQW��7KH�(13�KDV�GLVFRYHUHG�DQG�GLVPDQWOHG�VHYHUDO�VPDOO



FRFDLQH�UHILQLQJ�ODERUDWRULHV��SURFHVVLQJ�FRFD�SDVWH�LPSRUWHG�IURP�3HUX�DQG�&RORPELD�

'UXJ�)ORZ�7UDQVLW��(FXDGRU�KDV�EHHQ�IRU�\HDUV�D�PDMRU�WUDQVLW�URXWH�IRU�XQUHILQHG�FRFDLQH
EDVH�VKLSSHG�E\�DLU�DQG�RYHUODQG�IURP�QRUWKHUQ�3HUX�WR�VRXWKHUQ�&RORPELD�IRU�SURFHVVLQJ�
DQG�KDV�QRZ�EHFRPH�D�PDMRU�VWDJLQJ�DUHD�IRU�VKLSPHQW�RI�UHILQHG�FRFDLQH�K\GURFKORULGH
PRYHG�IURP�&RORPELD�WKURXJK�(FXDGRU
V�VHDSRUWV�WR�8�6 ��DQG�(XURSHDQ�PDUNHWV�
&RORPELDQ�WUDIILFNHUV�DOVR�H[SRUW�KHURLQ�WKURXJK�(FXDGRU�XVLQJ�ERG\�FDUULHUV�WKURXJK�WKH
FRXQWU\
V�DLUSRUWV��(FXDGRU�LV�DOVR�DQ�LPSRUWDQW�WUDQVLW�FRXQWU\�IRU�SUHFXUVRU�DQG�HVVHQWLDO
FKHPLFDOV��ZKLFK�DUH�VPXJJOHG�LQWR�&RORPELD�DQG�3HUX�IRU�FRFDLQH�SURFHVVLQJ��$�UHFHQW
FKDQJH�WR�WKLV�SDWWHUQ�KDV�EHHQ�WKH�GLVFRYHU\�RI�VHYHUDO�VPDOO�FRFDLQH�UHILQLQJ�ODERUDWRULHV
ZLWKLQ�(FXDGRU��7KH�*2(�LV�FRPEDWLQJ�WKH�VSUHDG�RI�GUXJ�SURGXFWLRQ�LQWR�(FXDGRU�E\
LQWHQVLI\LQJ�KLJKZD\�LQWHUGLFWLRQ�HIIRUWV�DQG�FRQWLQXLQJ�WR�PRQLWRU�LPSRUWV�RI�FKHPLFDOV�E\
OHJLWLPDWH�FRPSDQLHV�WR�SUHYHQW�WKHLU�GLYHUVLRQ�WR�LOOLFLW�PDUNHWV�

'HPDQG�5HGXFWLRQ��7KH�PRVW�UHFHQW�QDWLRQDO�VXUYH\�E\�&216(3�LQGLFDWHG�GUXJ�XVH�LQ
(FXDGRU�WR�EH�DW�UHODWLYHO\�ORZ�OHYHOV��ZLWK�IRXU�SHUFHQW�RI�WKH�UHVSRQGHQWV�DGPLWWLQJ�WR
KDYLQJ�XVHG�LOOLFLW�GUXJV�DW�OHDVW�RQFH�LQ�WKHLU�OLIHWLPH��(FXDGRU
V�QHZ�QDWLRQDO�GUXJ�VWUDWHJ\
KDV�PDGH�GHPDQG�UHGXFWLRQ�D�KLJK�QDWLRQDO�SULRULW\��&216(3�KDV�D�YHU\�DPELWLRXV�GUXJ
SUHYHQWLRQ�SURJUDP�DQG�WKH�0LQLVWU\�RI�(GXFDWLRQ�KDV�SURYLGHG�RULHQWDWLRQ�VHPLQDUV�IRU�WKH
FRXQWU\
V�SXEOLF�VFKRRO�WHDFKHUV��,Q�DGGLWLRQ��DOO�SXEOLF�LQVWLWXWLRQV��LQFOXGLQJ�WKH�PLOLWDU\��DUH
UHTXLUHG�WR�HVWDEOLVK�GUXJ�SUHYHQWLRQ�SURJUDPV�LQ�WKH�ZRUNSODFH�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�6WUDWHJLHV

86*�FRXQWHUQDUFRWLFV�SROLF\�LQ�(FXDGRU�VHHNV�WR�VWUHQJWKHQ�WKH�WHFKQLFDO�FDSDELOLW\�RI�(FXDGRULDQ
SROLFH��PLOLWDU\��DQG�MXVWLFH�DJHQFLHV�WR�DWWDFN�WKH�QDUFRWLFV�WUDIILFNLQJ�SUREOHP�LQ�(FXDGRU��LQFOXGLQJ
LPSURYHG�ERUGHU�DQG�SRUW�FRQWURO��LQYHVWLJDWLRQ�DQG�SURVHFXWLRQ�RI�QDUFRWLFV�WUDIILFNLQJ�RUJDQL]DWLRQV�
DQG�UHGXFWLRQ�RI�GRPHVWLF�GUXJ�FRQVXPSWLRQ�

86*�SURYLGHG�WUDLQLQJ�FRXUVHV�ZHUH�KHOG�LQ�WKH�DUHDV�RI�MXGLFLDO�UHIRUP��FDUJR�LQVSHFWLRQ�WHFKQLTXHV�
UDGLR�FRPPXQLFDWLRQV��H[SRUW�GRFXPHQW�H[SORLWDWLRQ��FKHPLFDO�GLYHUVLRQ��ULYHULQH�RSHUDWLRQV��PDULWLPH
FRXQWHUGUXJ�RSHUDWLRQV��DQG�VHDSRUW�FRQWURO�

$OO�LQLWLDWLYHV�DQG�VWUDWHJLHV�ZHUH�SODQQHG�DQG�FRRUGLQDWHG�ZLWK�WKH�(FXDGRULDQ�JRYHUQPHQW�YLD
FRXQWHUQDUFRWLFV�ELODWHUDO�DJUHHPHQWV�ZLWK�WKH�(13�DQG�&216(3�

7KH�8�6��(PEDVV\�KDV�FKDLUHG�PHHWLQJV�RI�D�0LQL�'XEOLQ�*URXS�IRU�(FXDGRU��ZKLFK�LV�LQWHQGHG�WR
LPSURYH�FRRUGLQDWLRQ�RI�QDUFRWLFV�DQG�ODZ�HQIRUFHPHQW�DVVLVWDQFH�SURJUDPV�DPRQJ�GRQRU�FRXQWULHV�
7KH�%ULWLVK��)UHQFK��6SDQLVK��DQG�*HUPDQ�HPEDVVLHV�DOVR�DUH�DFWLYH�LQ�WKLV�JURXS�

The Road Ahead. The USG will continue to work closely with the GOE on
counternarcotics efforts. The U.S. will seek improved performance on
military/police coordination, seaport control, and highway interdiction.
Significantly larger U.S. assistance programs for drug interdiction and alternative
development in 2001 will target the northern border. The reform of the Ecuadorian
criminal justice system offers prospects for improvements in the investigation and
prosecution of drug trafficking cases.

Ecuador Statistics
(1992-‐‑2000)
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Paraguay

,��6XPPDU\

7KH�*RYHUQPHQW�RI�3DUDJXD\
V��*23��DQWLGUXJ�FRRSHUDWLRQ�ZLWK�WKH�86*�DQG�RWKHU�UHJLRQDO
JRYHUQPHQWV�LPSURYHG�LQ�������3DUDJXD\�UHPDLQV�D�WUDQVLW�FRXQWU\�IRU�DSSUR[LPDWHO\�WHQ�PHWULF�WRQV
RI�ODUJHO\�%ROLYLDQ�FRFDLQH�DQQXDOO\��DV�ZHOO�DV�D�VRXUFH�FRXQWU\�IRU�KLJK�TXDOLW\�PDULMXDQD�WKDW�LV�QRW
WUDIILFNHG�WR�WKH�8QLWHG�6WDWHV��3DUDJXD\�LV�D�ODUJH�PRQH\�ODXQGHULQJ�FHQWHU�LQ�/DWLQ�$PHULFD��EXW�LW
UHPDLQV�XQFOHDU�KRZ�PXFK�PD\�EH�GUXJ�UHODWHG��7KH�*23�QDPHG�D�QHZ�KHDG�RI�WKH�DQWLGUXJ
VHFUHWDULDW��6(1$'��DQG�LWV�SROLFH�XQLW��',1$5��ZKR�UH�HQHUJL]HG�WKH�*23
V�DQWLGUXJ�HIIRUWV�
6(1$'�IRUPHG�D�QHZ�XQLW�WR�LQYHVWLJDWH�PDMRU�WUDIILFNHUV�DQG�WKHLU�RUJDQL]DWLRQV��ZKLFK�OHG�WR�WKH
DUUHVW�RI�IRXU�PDMRU�WUDIILFNHUV�DQG�WKH�GHVWUXFWLRQ�RI�DQ�DLUFUDIW�IHUU\LQJ�FRFDLQH�WR�%UD]LO��&RFDLQH
VHL]XUHV �UHPDLQHG�VWDEOH�DW������OHYHOV�

7KH�6HQDWH�LV�FRQVLGHULQJ�D�FRPSOHWH�PRGHUQL]DWLRQ�RI�3DUDJXD\
V�H[LVWLQJ�GUXJ�ODZ��ZKLFK�LQFOXGHV
ORQJ�VRXJKW�DXWKRULWLHV�IRU�SROLFH�WR�XVH�LQIRUPDQWV��DQG�FRQGXFW�XQGHUFRYHU�RSHUDWLRQV�DQG�FRQWUROOHG
GHOLYHULHV��:KLOH�WKH�*23�SURYLGHG�WKH�$QWL�0RQH\�/DXQGHULQJ�6HFUHWDULDW��6(35(/$'��ZLWK�LWV
ILUVW�LQGHSHQGHQW�EXGJHW��QR�DUUHVWV�RU�SURVHFXWLRQV�RI�PRQH\�ODXQGHUHUV�ZHUH�PDGH��7KH�*23�DOVR
PDGH�OLWWOH�SURJUHVV�DJDLQVW�RIILFLDO�FRUUXSWLRQ�DQG�KDV�QRW�PDGH�SURJUHVV�LQ�GHYHORSLQJ�DQ�HIIHFWLYH
DQWLGUXJ�DQG�RUJDQL]HG�FULPH�LQYHVWLJDWLYH�DQG�RSHUDWLRQDO�FDSDELOLW\�IRU�WKH�ERUGHU�DUHDV��3DUDJXD\
HQKDQFHG�LWV�FRRSHUDWLRQ�ZLWK�LWV�QHLJKERUV�E\�VLJQLQJ�DJUHHPHQWV�RQ�MXGLFLDO�FRRSHUDWLRQ�DQG
LQIRUPDWLRQ�VKDULQJ��DQG�E\�H[SHOOLQJ�D�PDMRU�WUDIILFNHU�WR�%UD]LO��:KLOH�MXGLFLDO�FRRSHUDWLRQ�UHPDLQV
ZHDN��WKH�$WWRUQH\�*HQHUDO�QDPHG�VSHFLDO�SURVHFXWRUV�ZLWK�QDWLRQDO�MXULVGLFWLRQ�WR�VWUHQJWKHQ
6(1$'
V�FRXQWHUGUXJ�RSHUDWLRQV��3DUDJXD\�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�

,,��6WDWXV�RI�&RXQWU\

3DUDJXD\�LV�D�WUDQVLW�FRXQWU\�IRU�DSSUR[LPDWHO\�WHQ�PHWULF�WRQV�RI�ODUJHO\�%ROLYLDQ�DQG�VRPH�&RORPELDQ
FRFDLQH�DQQXDOO\��ZKLFK�LV�WUDIILFNHG�WR�$UJHQWLQD��%UD]LO��WKH�8�6���(XURSH��DQG�$IULFD��1R�DSSUHFLDEOH
DFWLRQ�KDV�EHHQ�WDNHQ�E\�WKH�*23�WR�HIIHFW�FRQWUROV�RYHU�LWV�OHQJWK\�DQG�XQGHYHORSHG�ODQG�ERUGHUV�
H[WHQVLYH�ULYHU�QHWZRUN��QXPHURXV�XQSROLFHG�DLUVWULSV��ERWK�UHJLVWHUHG�DQG�XQUHJLVWHUHG���DQG�SHUVLVWHQW
RIILFLDO�FRUUXSWLRQ�WKDW�IDFLOLWDWH�WKH�FRFDLQH�WUDGH�

3DUDJXD\�LV�DOVR�D�ODUJH�PRQH\�ODXQGHULQJ�FHQWHU�LQ�/DWLQ�$PHULFD��$OWKRXJK�VRPH�3DUDJXD\DQ�RIILFLDOV
EHOLHYH�WKDW�DV�PXFK�DV����SHUFHQW�RI�PRQH\�ODXQGHULQJ�PD\�EH�JHQHUDWHG�IURP�QDUFRWLFV�WUDIILFNLQJ
8�6��*RYHUQPHQW�H[SHUWV�EHOLHYH�WKDW����SHUFHQW�LV�D�PRUH�DFFXUDWH�ILJXUH��7KLV�LV�WKH�ILUVW�\HDU�WKDW
WKH�*23�KDV�SURYLGHG�D�EXGJHW�WR�WKH�)LQDQFLDO�$QDO\VLV�8QLW��)$8��RI�6(35(/$'��:KLOH�WKLV�JDYH



WKH�)$8�WKH�DELOLW\�WR�GHYHORS�FDVHV�DJDLQVW�PRQH\�ODXQGHUHUV��QR�DUUHVWV�RU�SURVHFXWLRQV�ZHUH
HIIHFWHG�WKLV�\HDU��7KHUH�DUH�D�QXPEHU�RI�UHDVRQV�ZK\�WKHUH�KDV�EHHQ�QR�LPSOHPHQWDWLRQ�RI�WKH�����
DQWL�PRQH\�ODXQGHULQJ�OHJLVODWLRQ��7KH�6(35(/$'�FRXQFLO�GHFLGHV�ZKLFK�RI�WKH�6XVSLFLRXV�$FWLYLW\
5HSRUWV��6$5V��UHFHLYHG�IURP�ILQDQFLDO�LQVWLWXWLRQV��DQG�DQDO\]HG�E\�WKH�)$8��ZLOO�JR�IRUZDUG�IRU
SURVHFXWLRQ��7KLV�\HDU��RI�������6$5V�WKDW�ZHUH�DQDO\]HG�E\�WKH�)$8��RQO\�RQH�FDVH��QRW�UHODWHG�WR
QDUFRWUDIILFNLQJ��ZDV�UHFRPPHQGHG�E\�WKH�6(35(/$'�FRXQFLO�IRU�SURVHFXWLRQ��2QO\�WHQ�SHUFHQW�RI
WKH�ILQDQFLDO�LQVWLWXWLRQV�WKDW�DUH�VXSSRVHG�WR�UHSRUW�VXVSLFLRXV�WUDQVDFWLRQV�DFWXDOO\�GR�VR��$OVR��QR
6$5V�IRU�WUDQVDFWLRQV�RI�OHVV�WKDQ���������ZHUH�UHSRUWHG�E\�WKHVH�LQVWLWXWLRQV��$�FXPEHUVRPH�MXGLFLDO
SURFHVV�LV�ODUJHO\�UHVSRQVLEOH�IRU�FRQVLVWHQWO\�PLQLPDO�VXFFHVV�LQ�WKH�*23
V�HQIRUFHPHQW�RI�LWV�GUXJ�
UHODWHG�DVVHW�VHL]XUH�DQG�IRUIHLWXUH�ODZV�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��7RZDUG�IXOILOOPHQW�RI�LWV�FRPPLWPHQWV�XQGHU�WKH������81�'UXJ
&RQYHQWLRQ��WKH�*23�WRRN�LPSRUWDQW�VWHSV�LQ������LQFOXGLQJ��WKH�QDPLQJ�RI�D�QHZ�KHDG�RI
WKH�FRXQWHUGUXJ�VHFUHWDULDW��6(1$'��ZKR�KDV�UH�HQHUJL]HG�WKH�*23
V�DQWLGUXJ�HIIRUWV��WKH
FUHDWLRQ�ZLWKLQ�6(1$'�RI�D�0DMRU�9LRODWRUV�8QLW�ZKLFK�IRFXVHV�VROHO\�RQ�PDMRU�GUXJ
WUDIILFNHUV�DQG�WKHLU�RUJDQL]DWLRQV��WKH�VLJQLQJ�RI�DJUHHPHQWV�ZLWK�3DUDJXD\
V�QHLJKERUV�RQ
MXGLFLDO�FRRSHUDWLRQ�DQG�LQIRUPDWLRQ�VKDULQJ��WKH�H[SXOVLRQ�RI�WZR�PDMRU�WUDIILFNHUV�WR�%UD]LO�
WKH�QDPLQJ�E\�WKH�$WWRUQH\�*HQHUDO�RI�VSHFLDO�SURVHFXWRUV�ZLWK�QDWLRQDO�MXULVGLFWLRQ�WR
VWUHQJWKHQ�6(1$'
V�FRXQWHUGUXJ�RSHUDWLRQV��DQG�WKH�IXQGLQJ�RI�6(35(/$'
V�)$8�IRU�WKH
ILUVW�WLPH�VLQFH�LWV�FUHDWLRQ�LQ�������,Q�DGGLWLRQ��WKH�6HQDWH�LV�FRQVLGHULQJ�D�FRPSOHWH
PRGHUQL]DWLRQ�RI�3DUDJXD\
V�H[LVWLQJ�GUXJ�ODZ��ZKLFK�LQFOXGHV�ORQJ�VRXJKW�DXWKRULW\�IRU
SROLFH�WR�XVH�LQIRUPDQWV��DQG�WR�FRQGXFW�XQGHUFRYHU�RSHUDWLRQV�DQG�FRQWUROOHG�GHOLYHULHV�
7KHVH�DXWKRULWLHV�ZLOO�EH�NH\�WR�6(1$'
V�DELOLW\�WR�VXFFHVVIXOO\�LQYHVWLJDWH�DQG�SURVHFXWH
PDMRU�GUXJ�WUDIILFNHUV��DQG�WR�VXVWDLQLQJ�WKH�DFFRPSOLVKPHQWV�PDGH�LQ������DJDLQVW
WUDIILFNLQJ�RUJDQL]DWLRQV�LQ�3DUDJXD\�

$FFRPSOLVKPHQWV��7KH�PRVW�VLJQLILFDQW�FRXQWHUQDUFRWLFV�DFKLHYHPHQWV�LQ������ZHUH�WKH
DUUHVW�RI�0LJXHO�$QJHO�$UJXHOOR��D�OLHXWHQDQW�LQ�WKH�2GXPRGX�WUDIILFNLQJ�RUJDQL]DWLRQ��WKH
DUUHVW�RI�&RORPELDQ�FRFDLQH�WUDIILFNHU�-XOLDQ�*XWLHUUH]�4XLURJD��DQG�WKH�DUUHVW�DQG�H[SXOVLRQ
WR�%UD]LO�RI�IXJLWLYHV�0DUFHO�'D�6LOYD�/HDQGUR�DQG�-DLPH�$PDWR�)LOKR�WR�IDFH�MXVWLFH�LQ�WKDW
FRXQWU\��7KH�DUUHVWV�FDPH�DV�D�UHVXOW�RI�WKH�LQFUHDVHG�LQYHVWLJDWLYH�IRFXV�RI�6(1$'�RQ�WKH
DFWLYLWLHV�RI�WKH�PDMRU�FRFDLQH�WUDIILFNLQJ�RUJDQL]DWLRQV��DQG�LPSURYHG�FRXQWHUQDUFRWLFV
FRRSHUDWLRQ�ZLWK�LWV�QHLJKERUV��VXFK�DV�%UD]LO�

/DZ�(QIRUFHPHQW�(IIRUWV��7KH�*23�SURYLGHG�FRXQWHUQDUFRWLFV�FRRSHUDWLRQ�WR�'UXJ
(QIRUFHPHQW�$GPLQLVWUDWLRQ��'($��LQYHVWLJDWLRQV�DQG�EHJDQ�WR�GHYHORS�LWV�FDSDFLW\�WR�FDUU\
RXW�LWV�RZQ�LQYHVWLJDWLRQV�ZLWK�WKH�FUHDWLRQ�RI�D�0DMRU�9LRODWRUV�8QLW��098��ZLWKLQ�6(1$'�
7KRVH�HIIRUWV�UHVXOWHG�LQ�WKH�GHVWUXFWLRQ�RI�RYHU�����NLORV�RI�FRFDLQH�LQ�D�VLQJOH�LQFLGHQW�LQ
6HSWHPEHU��ZKHQ�6(1$'�DJHQWV�HQJDJHG�LQ�D�VKRRW�RXW�ZLWK�GUXJ�WUDIILFNHUV�DWWHPSWLQJ�WR
XQORDG�FRFDLQH�DW�D�UHPRWH�ODQGLQJ�VWULS�LQ �WKH�&KDFR��6(1$'�GHVWUR\HG��������NLORV�RI
PDULMXDQD��VHL]HG����NLORV�RI�FRFDLQH��DUUHVWHG�QXPHURXV�ORZ�OHYHO�FRFDLQH�WUDIILFNHUV��DQG
GHVWUR\HG�����KHFWDUHV�RI�PDULMXDQD�ILHOGV��$VVHW�VHL]XUHV��DQ�XQWHVWHG�IURQWLHU�IRU
3DUDJXD\DQ�MXVWLFH��ZHUH�PLQLPDO�

&RUUXSWLRQ��:KLOH�WKH�*23�UHFRJQL]HV�FRUUXSWLRQ�DV�D�SXEOLF�SROLF\�FKDOOHQJH��LW�KDV�QRW
WDNHQ�VXIILFLHQW�PHDVXUHV�WR�SUHYHQW�RU�SXQLVK�SXEOLF�FRUUXSWLRQ�LQ�JHQHUDO��RU�VSHFLILFDOO\
ZLWK�UHVSHFW�WR�QDUFRWUDIILFNLQJ��7KH�86*�UHPDLQV�FRQFHUQHG�WKDW�UHSRUWHGO\�FRUUXSW�SROLFH
RIILFLDOV�UHPDLQ�LQ�NH\�SRVWV�DQG�DUH�LQ�SRVLWLRQV�WR�JLYH�SURWHFWLRQ�WR��RU�FRPSURPLVH�ODZ
HQIRUFHPHQW�DFWLRQV�DJDLQVW�QDUFRWLFV�WUDIILFNHUV�

/DZ������RI������VXEMHFWV�SXEOLF�RIILFLDOV�ZKR�HQJDJH�LQ�QDUFRWLFV�UHODWHG�RIIHQVHV�WR�WKH�PD[LPXP
DSSOLFDEOH�SHQDOWLHV��:KLOH�QR�FXUUHQW�SXEOLF�RIILFLDOV�ZHUH�WULHG�XQGHU�WKLV�ODZ�LQ�������LQ�2FWREHU�
IRUPHU�6(1$'�FKLHI�-RVH�7RPDV�&HQWXULRQ�ZDV�VHQWHQFHG�WR�VHYHQ�\HDUV�LQ�SULVRQ�IRU�FRUUXSWLRQ
GXULQJ�KLV�WHQXUH�DW�WKH�KHOP�RI�WKH�FRXQWHUQDUFRWLFV�DJHQF\�

-XGLFLDO�FRUUXSWLRQ�ZDV�VXVSHFWHG�LQ�WKH�UHOHDVH��IRU�WKH�VHFRQG�WLPH�LQ�WZR�\HDUV��RI�FRFDLQH�WUDIILFNHU
1HVWRU�%DH]��ZKR�ZDV�DUUHVWHG�IRU�SRVVHVVLRQ�RI����NLORV�RI�FRFDLQH�LQ�������,Q�-DQXDU\�������DW�WKH
EHJLQQLQJ�RI�WKH�DQQXDO�MXGLFLDO�UHFHVV��%DH]�ZDV�UHOHDVHG�IURP�MDLO�LQ�D�SURFHGXUH�IUDXJKW�ZLWK
LUUHJXODULWLHV��'HVSLWH�H[WHQVLYH�SUHVV�FRYHUDJH�RI�WKH�TXHVWLRQDEOH�MXGLFLDO�DFWLRQ�E\�ERWK�WKH�MXGJH
DQG�WKH�SURVHFXWRU��QHLWKHU�RIILFLDO�ZDV�GLVFLSOLQHG�E\�WKH�FRXUW��,Q�$XJXVW��6(1$'�OHJDO�DGYLVRU
&HVDU�1XQH]�ZDV�ILUHG�RQ�FUHGLEOH�DOOHJDWLRQV�RI�KDYLQJ�KDG�LPSURSHU�FRQWDFW�ZLWK�%DH]�

$JUHHPHQWV�DQG�7UHDWLHV��3DUDJXD\�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��DV�ZHOO



DV�WKH������6LQJOH�&RQYHQWLRQ�RQ�1DUFRWLF�'UXJV�DQG�LWV������3URWRFRO��DQG�WKH�����
&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV��,W�KDV�UDWLILHG�WKH�2$6�&RQYHQWLRQ�RQ�&RUUXSWLRQ�
VLJQHG�WKH�2$6�&,&$'�+HPLVSKHULF�'UXJ�6WUDWHJ\��DQG�DJUHHG�WR�WKH�'HFODUDWLRQ�RI
3ULQFLSOHV�DQG�SODQ�RI�DFWLRQ�DGRSWHG�DW�WKH�6XPPLW�RI�WKH�$PHULFDV�DQG�DW�WKH������PRQH\
ODXQGHULQJ�PLQLVWHULDO��,W�HQWHUHG�LQWR�D�ELODWHUDO�DVVLVWDQFH�DJUHHPHQW�ZLWK�WKH�8QLWHG�6WDWHV
LQ�������ZKLFK�ZDV�H[WHQGHG�LQ�������PHHWLQJ�WKH�UHTXLUHPHQWV�RI�WKH�&KLOHV�DQG�/HDK\
DPHQGPHQWV��3DUDJXD\�UDWLILHG�D�ELODWHUDO�H[WUDGLWLRQ�WUHDW\�ZLWK�WKH�8QLWHG�6WDWHV��LQFOXGLQJ
WKH�H[WUDGLWLRQ�RI�QDWLRQDOV��LQ�������7KH�8�6��6HQDWH�DSSURYHG�WKH�WUHDW\�LQ�2FWREHU������
7KH�WUHDW\�ZLOO�HQWHU�LQWR�IRUFH�XSRQ�WKH�H[FKDQJH�RI�LQVWUXPHQWV�RI�UDWLILFDWLRQ��3DUDJXD\
KDV�HQWHUHG�LQWR�WULSDUWLWH�ODZ�HQIRUFHPHQW�DJUHHPHQWV�ZLWK�$UJHQWLQD�DQG�%UD]LO��DQG�ZLWK
$UJHQWLQD�DQG�%ROLYLD��DQG�KDV�VLPLODU�ELODWHUDO�DJUHHPHQWV�ZLWK�$UJHQWLQD��%UD]LO��&KLOH�
DQG�9HQH]XHOD��,Q�'HFHPEHU�������3DUDJXD\�VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW
7UDQVQDWLRQDO�2UJDQL]HG�&ULPH�DQG�LWV�SURWRFROV�

&XOWLYDWLRQ�DQG�3URGXFWLRQ��&DQQDELV�LV�WKH�RQO\�LOOLFLW�FURS�FXOWLYDWHG�LQ�3DUDJXD\��DQG�LV
KDUYHVWHG�WKURXJKRXW�WKH�\HDU��7KH�*23�UHSRUWV�WKDW�DSSUR[LPDWHO\�������KHFWDUHV�DUH
XQGHU�FXOWLYDWLRQ��$FFRUGLQJ�WR�6(1$'��PDULMXDQD�SURGXFWLRQ�LV�XS�LQ�3DUDJXD\�RYHU
SUHYLRXV�\HDUV��DQG�KDV�VSUHDG�IURP�WKH�WUDGLWLRQDO�JURZLQJ�DUHDV�LQ�6DQ�3HGUR�DQG
$PDPED\�SURYLQFHV�WR�WKH�QHLJKERULQJ�SURYLQFHV�RI�&DQLQGH\X�DQG�&DDJXD]X��0LQRU
TXDQWLWLHV�RI�FRFDLQH�DUH�UHSRUWHGO\�SURFHVVHG�LQ�3HGUR�-XDQ�&DEDOOHUR�DQG�&LXGDG�GHO
(VWH�RQ�WKH�%UD]LOLDQ�ERUGHU�

'UXJ�)ORZ�7UDQVLW��$OWKRXJK�LW�LV�GLIILFXOW�WR�VD\�SUHFLVHO\�KRZ�PXFK�FRFDLQH�LV�WUDQVLWLQJ
3DUDJXD\��86*�ODZ�HQIRUFHPHQW�RIILFLDOV�HVWLPDWH�WKDW�DSSUR[LPDWHO\����PHWULF�WRQV�RI
PRVWO\�%ROLYLDQ�FRFDLQH�WUDQVLW�3DUDJXD\�DQQXDOO\��&RORPELDQ�DQG�3HUXYLDQ�FRFDLQH�LV�DOVR
SHQHWUDWLQJ�3DUDJXD\�

'HPDQG�5HGXFWLRQ�3URJUDPV��6(1$'�KDV�WKH�FKLHI�FRRUGLQDWLQJ�UROH�XQGHU�WKH�1DWLRQDO
3URJUDP�$JDLQVW�'UXJ�$EXVH��DQG�ZRUNV�ZLWK�WKH�0LQLVWULHV�RI�+HDOWK�DQG�(GXFDWLRQ��DV
ZHOO�DV�ZLWK�ORFDO�QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQV��3DUDJXD\�KDV�D�UHODWLYHO\�VPDOO�EXW
JURZLQJ�VXEVWDQFH�DEXVH�SUREOHP��(VPHOGD�$FRVWD��WKH�KHDG�RI�6(1$'
V�2IILFH�RI
'HPDQG�5HGXFWLRQ��KDV�D�VPDOO�VWDII�DQG�OLPLWHG�EXGJHW��EXW�LV�GRLQJ�D�WUHPHQGRXV�DPRXQW
RI�RXWUHDFK�ZRUN��SDUWLFXODUO\�LQ�WKH�VFKRROV��WR�DGGUHVV�WKH�VPDOO�EXW�JURZLQJ�VXEVWDQFH
DEXVH�SUREOHP�LQ�3DUDJXD\�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

3ROLF\�,QLWLDWLYHV��86*�SULRULWLHV�DUH�WR�GLVUXSW�QDUFRWLFV�WUDIILFNLQJ�WKURXJK�WKH�WUDLQLQJ�DQG
HTXLSSLQJ�RI�DQ�HIIHFWLYH�LQYHVWLJDWLYH�DQG�LQWHUGLFWLRQ�FDSDELOLW\��WR�FRPEDW�PRQH\
ODXQGHULQJ�WKURXJK�HIIHFWLYH�LPSOHPHQWDWLRQ�RI�WKH�ODZ�FULPLQDOL]LQJ�VXFK�DFWLYLW\��DQG�WR
GHFUHDVH�SXEOLF�FRUUXSWLRQ��7KH�*23�PXVW�UHPRYH�WKH�SHUFHSWLRQ�RI�JXDUDQWHHV�RI�SROLWLFDO
SURWHFWLRQ�RU�D�IUHH�WLFNHW�RXW�RI�MDLO�LI�PDMRU�GUXJ�WUDIILFNHUV�RU�PRQH\�ODXQGHUHUV�DUH�DUUHVWHG�
7R�DFFRPSOLVK�WKHVH�JRDOV��WKH�86*�ZLOO�VXSSRUW�WKH�*23
V�HIIRUWV�WR�GHYHORS�DQ�HIIHFWLYH
DQWLGUXJ�DQG�RUJDQL]HG�FULPH�LQYHVWLJDWLYH�DQG�RSHUDWLRQDO�FDSDELOLW\�IRU�WKH�ERUGHU�DUHDV��WR
SDVV�OHJLVODWLRQ�DXWKRUL]LQJ�WKH�XVH�RI�LQIRUPDQWV��FRQWUROOHG�GHOL YHULHV�DQG�XQGHUFRYHU
RSHUDWLRQV��DQG�FULPLQDOL]LQJ�GUXJ�UHODWHG�FRQVSLUDF\��WR�VWUHQJWKHQ�GHPRFUDWLF�LQVWLWXWLRQV�
HVSHFLDOO\�WKRVH�FRQQHFWHG�WR�ODZ�HQIRUFHPHQW��WR�IDFLOLWDWH�LQWHUQDWLRQDO�ODZ�HQIRUFHPHQW
FRRSHUDWLRQ�WKURXJK�HQWU\�LQWR�IRUFH�RI�D�QHZ�ELODWHUDO�H[WUDGLWLRQ�WUHDW\��DQG�WR�LQFUHDVH
SXEOLF�DZDUHQHVV�RI�WKH�WKUHDW�QDUFRWLFV�SRVH�WR�3DUDJXD\DQ�VRFLHW\�DQG�GHPRFUDF\�

'($�SURYLGHG�WZR�PDMRU� WUDLQLQJ�FRXUVHV�IRU�6(1$'�VSHFLDO�DJHQWV��DQG�FRQWLQXHG�WR�ZRUN�ZLWK
6(1$'��SURYLGLQJ�JXLGDQFH�RQ�RSHUDWLRQV�DQG�LQYHVWLJDWLRQV��7KH�'HSDUWPHQW�RI�6WDWH
V�%XUHDX�RI
,QWHUQDWLRQDO�1DUFRWLFV�DQG�/DZ�(QIRUFHPHQW�$IIDLUV��,1/��FRQWLQXHG�WR�VXSSRUW�WKH�GHWHFWRU�GRJ
SURJUDP�DQG�VHQW�WKUHH�PHPEHUV�RI�WKH�6(1$'�FDQLQH�XQLW�DQG�WKHLU�GRJV�WR�%ROLYLD�WR�SDUWLFLSDWH�LQ
DGYDQFHG�WUDLQLQJ��,1/�DOVR�SURYLGHG�HTXLSPHQW�DQG�WUDLQLQJ�VXSSRUW�WR�6(1$'��LQFOXGLQJ�WKH
GRQDWLRQ�RI�WHQ�YHKLFOHV�WR�EH�XVHG�RQ�FRXQWHUQDUFRWLFV�RSHUDWLRQV��,1/�SURYLGHG�PRQH\�ODXQGHULQJ
LQYHVWLJDWLRQ�WUDLQLQJ�DQG�DQ�LQWHJUDWHG�FRPSXWHU�V\VWHP�WR�WKH�6(35(/$'�)$8��ZKLFK�DOORZHG
WKHP�WR�IXOO\�FRPSXWHUL]H�WKH�FROOHFWLRQ�DQG�DQDO\VLV�RI�VXVSLFLRXV�ILQDQFLDO�DFWLYLW\�UHSRUWV��7KH�8�6�
(PEDVV\
V�3XEOLF�'LSORPDF\�VHFWLRQ�VHQW�WKUHH�,93�JUDQWHHV� �IXQGHG�E\�,1/��WR�WKH�8QLWHG�6WDWHV�WR
SDUWLFLSDWH�LQ�FRXQWHUQDUFRWLFV�MRXUQDOLVP�DQG�LQWHUQDWLRQDO�QDUFRWLFV�PDWWHUV�WUDLQLQJ�SURJUDPV�

7KH�2IILFH�RI�'HIHQVH�&RRSHUDWLRQ��2'&��VHQW�D�PLOLWDU\�LQIRUPDWLRQ�VXSSRUW�WHDP�WR�3DUDJXD\�WR
WUDLQ�*23�RIILFLDOV�ZRUNLQJ�LQ�GHPDQG�UHGXFWLRQ�HIIRUWV��7KH�2'&�DOVR�VHQW�RIILFHUV�DQG�VSHFLDO
DJHQWV�WR�D�&RXQWHUGUXJ�2SHUDWLRQV�FRXUVH�FRQGXFWHG�DW�WKH�6FKRRO�RI�WKH�$PHULFDV�DQG�WR�D�8�6�
6RXWKHUQ�&RPPDQG��866287+&20��VSRQVRUHG�8QLWHG�&RXQWHUGUXJ�&RQIHUHQFH�RQ�FKHPLFDO



FRQWURO�LQIRUPDWLRQ�VKDULQJ�

7KH�5RDG�$KHDG��7KH�*23�QHHGV�WR�FRQVROLGDWH�LWV�EHJLQQLQJV�RI�VXFFHVV�DJDLQVW
QDUFRWUDIILFNLQJ�DQG�XVH�WKDW�PRPHQWXP�WR�JHW�WRXJK�RQ�PRQH\�ODXQGHUHUV�DQG�FRUUXSW
SXEOLF�RIILFLDOV��7R�GR�WKDW��WKH�*23�PXVW�FRQWLQXH�WR�SXUVXH�LQYHVWLJDWLRQV�DJDLQVW�PDMRU
FRFDLQH�WUDIILFNHUV��PDNH�VLJQLILFDQW�GUXJ�VHL]XUHV�DQG�DUUHVWV��FDUU\�RXW�VXFFHVVIXO
SURVHFXWLRQV��SUHYHQW�WKH�UHOHDVH�RI�DUUHVWHG�GUXJ�WUDIILFNHUV�E\�FRUUXSW�MXGJHV�DQG
SURVHFXWRUV��DQG�LPSOHPHQW�WKH�DQWL�PRQH\�ODXQGHULQJ�ODZ�DQG�SURYLVLRQV�RI�WKH�DQWLGUXJ
ODZ�DLPHG�DW�SXQLVKLQJ�DQG�SUHYHQWLQJ�RIILFLDO�FRUUXSWLRQ�

'XULQJ������WKH�86*�ZLOO�FRQWLQXH�VWUHQJWKHQLQJ�6(1$'
6�DQWLQDUFRWLFV��0DMRU�9LRODWRUV�DQG
)LQDQFLDO�,QYHVWLJDWLRQ�8QLWV��DV�ZHOO�DV�6(35(/$'
V�)LQDQFLDO�$QDO\VLV�8QLW��WKURXJK�WUDLQLQJ�
WHFKQLFDO�DVVLVWDQFH��HTXLSPHQW�GRQDWLRQV��DQG�RSHUDWLRQDO�VXSSRUW��7KH�86*�ZLOO�DOVR�ZRUN�ZLWK�WKH
H[HFXWLYH�DQG�OHJLVODWLYH�EUDQFKHV�RQ�SDVVDJH�RI�WRXJKHU�DQWLQDUFRWLFV�ODZ�HQIRUFHPHQW�OHJLVODWLRQ�WKDW
H[SOLFLWO\�DXWKRUL]HV�SROLFH�WR�XVH�LQIRUPDQWV��DQG�WR�FRQGXFW�FRQWUROOHG�GHOLYHULHV�DQG�XQGHUFRYHU
RSHUDWLRQV��2'&�LV�ZRUNLQJ�RQ�SURFXULQJ�LPPHGLDWH�866287+&20�VXSSRUW�IRU�FRXQWHUGUXJ
WUDLQLQJ�GHSOR\PHQWV�IRU�WKH�6(1$'�DQG�DQ�LQFUHDVH�LQ�HGXFDWLRQ�WUDLQLQJ�IXQGV�WR�VHQG�PRUH�PLOLWDU\
DQG�6(1$'�RIILFHUV�WR�WKH�&RXQWHUGUXJ�2SHUDWLRQV�FRXUVH�

Peru

,��6XPPDU\

'HVSLWH�WKH�SROLWLFDO�WXUEXOHQFH�LQ�3HUX�GXULQJ�������WKH�*RYHUQPHQW�RI�3HUX��*23��PDGH�SURJUHVV
RQ�DOO�PDMRU�FRPSRQHQWV�RI�LWV�FRXQWHUQDUFRWLFV�SURJUDP��3ROLWLFDO�XQUHVW�DQG�LQVWDELOLW\�UHDFKHG�D
SHDN�ZLWK�WKH�RXVWLQJ�RI�WKH�GH�IDFWR�GLUHFWRU�RI�WKH�1DWLRQDO�,QWHOOLJHQFH�6HUYLFH�9ODGLPLUR
0RQWHVLQRV��DQG�ZLWK�3UHVLGHQW�)XMLPRUL
V�UHVLJQDWLRQ�RQ�1RYHPEHU�����7KH�LQWHULP�3HUXYLDQ
JRYHUQPHQW�UHYHDOHG�HYLGHQFH�RI�FRUUXSWLRQ�LQ�WKH�RXWJRLQJ�JRYHUQPHQW�DQG�PDGH�VZHHSLQJ�FKDQJHV
LQ�WKH�PLOLWDU\��SROLFH�DQG�LQWHOOLJHQFH�RUJDQL]DWLRQV��'HVSLWH�WKHVH�GUDPDWLF�FKDQJHV��WKHUH�ZDV�D
UHGXFWLRQ�LQ�WKH�WRWDO�DPRXQW�RI�FRFD�FXOWLYDWHG�LQ�3HUX��,QWHUGLFWLRQ�WR�GLVUXSW�WKH�DFWLYLWLHV�RI
QDUFRWLFV�WUDIILFNHUV�UHVXOWHG�LQ�WKH�DUUHVW�RI�SULQFLSDOV�LQ�PDMRU�GUXJ�WUDIILFNLQJ�RUJDQL]DWLRQV��DQG�WKH
GHVWUXFWLRQ�RI�FRFDLQH�SURFHVVLQJ�ODEV��7KHUH�ZDV�RQH�PDMRU�VHL]XUH�RI�FRFDLQH�K\GURFKORULGH��+&O�
DQG�RQH�LQWHUFHSWLRQ�RI�D�VPXJJOLQJ�DLUFUDIW�GXULQJ�WKH�\HDU��3ULYDWH�VKLSSLQJ�FRPSDQLHV�DUH�PDNLQJ
SURJUHVV�LQ�WKHLU�DELOLW\�WR�PRQLWRU�VHD�FDUJR�FRQWDLQHU�VKLSPHQWV��0DMRU�FKDOOHQJHV�UHPDLQ�WR
VWUHQJWKHQ�SROLFH�IRUFHV�WR�EHWWHU�FRSH�ZLWK�ULYHULQH��RYHUODQG�DQG�PDULWLPH�VPXJJOLQJ�FKDQQHOV�DQG�WR
LPSURYH�ILQDQFLDO�LQYHVWLJDWLYH�XQLWV�

2YHU�������KHFWDUHV�RI�FRFD�ZHUH�HUDGLFDWHG�PDQXDOO\��ZKLFK�FRQWULEXWHG�WR�WKH�RYHUDOO����SHUFHQW
UHGXFWLRQ�LQ�FRFD�FXOWLYDWLRQ�RYHU�WKH�SDVW�VL[�\HDUV��(UDGLFDWLRQ�HIIRUWV�ZHUH�VXVSHQGHG�DW�YDULRXV
WLPHV�GXULQJ�WKH�\HDU��GXULQJ�WKH�SUHVLGHQWLDO�FDPSDLJQ��ZKHQ�SROLFH�VHFXULW\�ZDV�XQDYDLODEOH��GXULQJ�D
SHULRG�RI�QHJRWLDWLRQV�ZLWK�WKH�*23�RYHU�WKH�RSHUDWLRQ�RI�8�6��RZQHG�8+��+�KHOLFRSWHUV��DQG�ILQDOO\
DIWHU�YLROHQW�GHPRQVWUDWLRQV�DJDLQVW�HUDGLFDWLRQ�E\�FRFD�JURZLQJ�FRPPXQLWLHV��1RWZLWKVWDQGLQJ�WKH
WXUPRLO��WKH�WUDQVLWLRQ�JRYHUQPHQW�KDV�UHVWDWHG�LWV�FRPPLWPHQW�WR�WKH�UHGXFWLRQ�RI�FRFD�FXOWLYDWLRQ�
7KHUH�ZDV�D�VLJQLILFDQW�LQFUHDVH�LQ�WKH�QXPEHU�RI�RSLXP�SRSS\�ILHOGV�GLVFRYHUHG�DQG�GHVWUR\HG�E\�WKH
*23�GXULQJ�������KRZHYHU��LQIRUPDWLRQ�RQ�WKH�H[WHQW�RI�RSLXP�SRSS\�FXOWLYDWLRQ�WKURXJKRXW�3HUX
UHPDLQHG�VFDUFH�

7KH�FRXQWHUQDUFRWLFV�DOWHUQDWLYH�GHYHORSPHQW�SURJUDP�DFKLHYHG�VLJQLILFDQW�UHVXOWV��LQFUHDVLQJ�WKH
JURVV�YDOXH�RI�OLFLW�DJULFXOWXUDO�SURGXFWLRQ�WR�������PLOOLRQ�LQ�WDUJHWHG�DUHDV��7KLV�H[FHHGV�WKH�JURVV
YDOXH�RI�FRFD�OHDI�SURGXFWLRQ�LQ�WKH�VDPH�DUHDV�E\�WHQ�SHUFHQW��DQG�PDUNV�D�QRWDEOH�GHFOLQH�LQ�WKH�LOOLFLW
HFRQRP\�EDVHG�RQ�FRFD��$OWHUQDWLYH�GHYHORSPHQW�KDV�DOVR�DVVLVWHG�LQ�UDLVLQJ�WKH�SHUFHQWDJH�RI�FRFD
DUHD�KRXVHKROGV�ZLWK�DFFHVV�WR�EDVLF�VHUYLFHV�IURP����SHUFHQW�WR����SHUFHQW�

3HUX�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��DQG�KDV�VLJQHG�FRXQWHUQDUFRWLFV�FRRSHUDWLRQ
DJUHHPHQWV�ZLWK�PRVW�RI�LWV�UHJLRQDO�QHLJKERUV�

,,��6WDWXV�RI�&RXQWU\

7KH�SULFH�RI�FRFD�UHPDLQHG�KLJK�GXULQJ�WKH�\HDU��UHIOHFWLQJ�WUDIILFNHU�VXFFHVV�LQ�WUDQVSRUWLQJ�GUXJV�IURP
3HUX�WR�H[WHUQDO�PDUNHWV��DQG�UHWXUQLQJ�WR�PDNH�DGGLWLRQDO�SXUFKDVHV��7KH�*23�FRQWLQXHG�WR�FRQGXFW
LQWHUGLFWLRQ�DFWLYLWLHV��7KHVH�LQLWLDWLYHV�EHFDPH�PRUH�HIIHFWLYH�RQFH�8�6��RZQHG�KHOLFRSWHUV�EHFDPH
UHJXODUO\�DYDLODEOH��DIWHU�WKH�VXFFHVVIXO�FRQFOXVLRQ�RI�ELODWHUDO�QHJRWLDWLRQV�RYHU�WKHLU�WHUPV�RI
RSHUDWLRQ��'HVSLWH�UHKDELOLWDWLRQ�RI�DERXW�������KHFWDUHV�RI�SUHYLRXVO\�DEDQGRQHG�FRFD��WKHUH�ZDV�D
QHW�GHFUHDVH�IURP��������KHFWDUHV�LQ������WR��������LQ�������7KLV�UHSUHVHQWV�DQ�RYHUDOO�UHGXFWLRQ�RI
DUHD�XQGHU�FXOWLYDWLRQ�RI�DERXW����SHUFHQW�RYHU�WKH�ODVW�VL[�\HDUV�



0RVW�HUDGLFDWLRQ�ZDV�LQ�DUHDV�QHDU�$JXD\WLD�DQG�LQ�WKH�8SSHU�+XDOODJD�9DOOH\��&25$+��WKH�*23
FRFD�HUDGLFDWLRQ�HQWLW\��EHJDQ�HUDGLFDWLRQ�LQ�WKH�LQWHQVLYHO\�FXOWLYDWHG�DUHDV�RI�$XFD\DFR�DQG�7LQJR
0DULD�LQ�WKH�8SSHU�+XDOODJD�9DOOH\��EXW�VWRSSHG�LQ�WKH�IDFH�RI�FRFD�IDUPHU�GHPRQVWUDWLRQV��7KH�*23
KDV�VWDWHG�LWV�FRPPLWPHQW�WR�HUDGLFDWH�FRFD�LQ�WKH�0RQ]RQ�DUHD�RI�WKH�+XDOODJD�9DOOH\�LQ������
7RZDUG�WKDW�HQG� �LWV�QHJRWLDWLRQV�ZLWK�FRFD�JURZLQJ�FRPPXQLWLHV�KDYH�LGHQWLILHG�SRWHQWLDO�DOWHUQDWLYH
GHYHORSPHQW�DFWLYLWLHV�WR�RIIVHW�QHJDWLYH�HIIHFWV�RQ�WKH�ORFDO�HFRQRP\�

7UDIILFNHUV�KDYH�VLJQLILFDQWO\�LQFUHDVHG�WKH�XVH�RI�ULYHULQH�WUDQVSRUW��RYHUODQG�WUDQVSRUW��DQG�PDULWLPH
VKLSPHQW�IURP�&DOODR�DQG�RWKHU�3HUXYLDQ�SRUWV�WR�H[SRUW�ODUJH�VKLSPHQWV�RI�FRFDLQH�EDVH�DQG
K\GURFKORULGH��0DULWLPH�WUDQVSRUW�RI�GUXJV�LQFUHD VHG�LQ�������ZLWK�D�JURZLQJ�SHUFHQWDJH�RI�GUXJV
GHVWLQHG�IRU�(XURSH��7KHUH�LV�LQFUHDVLQJ�HYLGHQFH�WKDW�WUDIILFNHUV�DUH�SURFHVVLQJ�FRFDLQH�K\GURFKORULGH
�+&O��DW�ODERUDWRULHV�ERWK�ZHVW�RI�WKH�$QGHV��DQG�QHDU�WKH�ERUGHUV�ZLWK�%UD]LO��&RORPELD��DQG�%ROLYLD�

$Q�LQFUHDVH�LQ�SRSS\�FXOWLYDWLRQ�LV�D�JURZLQJ�FDXVH�IRU�FRQFHUQ��6R�LV�WKH�LGHQWLILFDWLRQ�DQG�VHL]XUH�RI
D�PRUSKLQH��SURGXFLQJ�ODERUDWRU\�LQ�3HUX��3RSS\�FXOWLYDWLRQ�LV�LOOHJDO��DQG�WKH�3HUXYLDQ�1DWLRQDO
3ROLFH��313��WDNH�SURPSW�DFWLRQ�WR�GHVWUR\�SRSS\�FXOWLYDWLRQV��7R�LOOXVWUDWH��LQ�������RQO\���
NLORJUDPV�RI�ODWH[�JXP�ZHUH�VHL]HG�DQG��������SODQWV�GLVFRYHUHG�DQG�HUDGLFDWHG��LQ�������WKH�ILJXUHV
MXPSHG�WR�����NLORJUDPV�RI�JXP�DQG�D�VWDJJHULQJ�����PLOOLRQ�SODQWV��7KH�QDWLRQDO�GUXJ�SROLFH�
',1$1'52��UHFHQWO\�PDGH�LWV�ILUVW�VHL]XUH�RI�KHURLQ�DQG�LW�DSSHDUV�WKDW�VRPH�&RORPELD�EDVHG
FRFDLQH�WUDIILFNHUV�DUH�DOVR�WUDIILFNLQJ�LQ�KHURLQ��&RORPELDQ�WUDIILFNHUV�DUH�SURYLGLQJ�VPDOO�IDUPHUV�ZLWK
VHHGV�IURP�&RORPELDQ�SRSSLHV��RIIHULQJ�WHFKQLFDO�DVVLVWDQFH�DQG�FDVK�ORDQV��DQG�EX\LQJ�WKH�UHVXOWLQJ
FURS�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��'XULQJ�WKH�ODWWHU�KDOI�RI�������WKH�*23�LQLWLDWHG�DQ�DPELWLRXV�HIIRUW�WR
GHYHORS�DQ�HIIHFWLYH�����������&RXQWHUQDUFRWLFV�6WUDWHJ\��WR�UHSODFH�WKH�FXUUHQW�������
������VWUDWHJ\��:LWK�&RQWUDGURJDV��WKH�*23�GUXJ�FRQWURO�DJHQF\��LQ�WKH�OHDG��WKH�*23�KDV
FRQGXFWHG�PHHWLQJV�RI�*23�DJHQFLHV��1*2V��DQG�WKH�LQWHUQDWLRQDO�FRPPXQLW\��$�EDVLF
VWUDWHJ\�GRFXPHQW�VKRXOG�EH�UHDG\�IRU�UHYLHZ�DQG�DSSURYDO�E\�WKH�*23�LQ�HDUO\������
5HODWHG�WR�WKHVH�HIIRUWV��',1$1'52�GHYHORSHG�D�ILYH�\HDU�VRXUFH�]RQH�LQLWLDWLYH�LQ�0DUFK
������IRFXVLQJ�ODZ�HQIRUFHPHQW�DQG�LQWHUGLFWLRQ�DFWLYLWLHV�LQ�WKH�PDMRU�FRFD�JURZLQJ�YDOOH\V�

,Q�JHQHUDO��WKH�*23�KDV�EHHQ�YHU\�DFWLYH�LQ�UHJLRQDO�DQG�PXOWLODWHUDO�FRXQWHUQDUFRWLFV�FRRUGLQDWLRQ
HIIRUWV��,Q�$XJXVW�������&RQWUDGURJDV�WRRN�WKH�LQLWLDWLYH�WR�RUJDQL]H�DQ�$QGHDQ�UHJLRQDO�DOWHUQDWLYH
GHYHORSPHQW�FRQIHUHQFH�LQ�/LPD��7KH�FRQFHSW�ZDV�WR�EHJLQ�WR�SODQ�RQ�D�UHJLRQDO�EDVLV��&RORPELD
KRVWHG�D�IROORZ�RQ�FRQIHUHQFH�WR�GLVFXVV�D�XQLILHG�DSSURDFK�WRZDUG�WKH�8�6��RQ�$QGHDQ�WUDGH
SUHIHUHQFH�LVVXHV��&RQWUDGURJDV�DQG�WKH�81'&3�MRLQWO\�VSRQVRUHG�D�ZRUNVKRS�WR�GLVFXVV
KDUPRQL]DWLRQ�RI�PRQH\�ODXQGHULQJ�OHJLVODWLRQ�LQ�WKH�$QGHDQ�&RPPXQLW\�

$FFRPSOLVKPHQWV��,Q�������&$'$��WKH�*23
V�DOWHUQDWLYH�GHYHORSPHQW�PHDVXULQJ�DQG
PRQLWRULQJ�DJHQF\��D�GLYLVLRQ�RI�&25$+���FRPSOHWHG�LWV�PHDVXUHPHQWV�RI�FRFD�FXOWLYDWLRQ
LQ�WKH�$JXD\WLD�DQG�$OWR�+XDOODJD�DUHDV��&$'$
V�SURIHVVLRQDO��FRPSXWHU�JHQHUDWHG�PDSV�
FRRUGLQDWHG�ZLWK�DHULDO�HVWLPDWHV��KDYH�EHFRPH�WKH�EHQFKPDUN�IRU�FRFD�FXOWLYDWLRQ
HVWLPDWHV��DQG�DUH�UHOLHG�XSRQ�E\�WKH�(XURSHDQ�8QLRQ��(8��DQG�RWKHU�JURXSV�SURYLGLQJ
DOWHUQDWLYH�GHYHORSPHQW�DVVLVWDQFH�WR�3HUX��$OWKRXJK�WKH�FXOWLYDWLRQ�RI�RSLXP�SRSSLHV�LV
LOOHJDO�LQ�3HUX��WKH�*23�KDV�QRW�\HW�GLUHFWHG�&$'$�WR�PHDVXUH�SRSS\�FXOWLYDWLRQ�

/DZ�(QIRUFHPHQW�(IIRUWV��,Q�-DQXDU\�������',1$1'52�DUUHVWHG�$GROIR�&DFKLTXH�5LYHUD
�ZKRVH�EURWKHUV��6HJXQGR�DQG�$EHODUGR�ZHUH�DUUHVWHG�HDUOLHU���FR�KHDG�RI�D�PDMRU�3HUXYLDQ
FRFDLQH�EDVH�WUDIILFNLQJ�RUJDQL]DWLRQ��+LV�DUUHVW�HIIHFWLYHO\�HQGHG�WKH�LOOHJDO�FRFDLQH
RSHUDWLRQV�RI�WKLV�RUJDQL]DWLRQ��ZKLFK�KDG�H[SRUWHG�PXOWL�NLORJUDP�TXDQWLWLHV�RI�FRFDLQH
EDVH�WR�%UD]LO�DQG�&RORPELD�IRU�RYHU�QLQH�\HDUV��/XLV�DQG�-RVH�$\EDU�&DQFKR��WKH�KHDGV�RI
D�PDMRU�DUPV�DQG�GUXJV�WUDIILFNLQJ�RUJDQL]DWLRQ��ZHUH�DOVR�DUUHVWHG��7KHLU�GHDOLQJV�DUH
DOOHJHG�WR�KDYH�LQYROYHG�UHWLUHG�PLOLWDU\�RIILFHUV��7KHUH�ZHUH�DOVR�DOOHJDWLRQV�WKDW�WKH�GHDO
ZDV�IDFLOLWDWHG�E\�VHYHUDO�KLJK�UDQNLQJ�PHPEHUV�RI�WKH�*23��ZKLFK�OHG�WR�FKDUJHV�RI
FRUUXSWLRQ�DW�WKH�KLJKHVW�OHYHOV��7KLV�PD\�KDYH�EHHQ�RQH�RI�PDQ\�IDFWRUV�WKDW�FRQWULEXWHG�WR
WKH�SUHYLRXV�JRYHUQPHQW
V�HYHQWXDO�GRZQIDOO�

,Q�WHUPV�RI�GUXJ�LQWHUGLFWLRQ��WKH�*23�FRRSHUDWHG�ZLWK�WKH�'($�DQG�&KLOHDQ�DXWKRULWLHV�LQ�WKH�QLQH
WRQ�VHL]XUH�RI�FRFDLQH�IURP�D�PDULWLPH�VKLSPHQW�LQ�WKH�&KLOHDQ�VHDSRUW�RI�$ULFD��7KHUH�ZHUH�DOVR�WZR
VXFFHVVIXO�LQWHUFHSWLRQV�RI�WUDIILFNHU�DLUFUDIW�E\�WKH�3HUXYLDQ�$LU�)RUFH��)$3��GXULQJ�������2QH�RI
WKHVH�LQWHUFHSWLRQV�KLJKOLJKWHG�VLJQLILFDQW�LQWH UDJHQF\�3HUXYLDQ�FRRSHUDWLRQ�EHWZHHQ�WKH�DLU�IRUFH�DQG
SROLFH��ZKLFK�IRUFHG�WKH�WUDIILFNHUV�WR�EXUQ�WKHLU�DLUFUDIW�DQG�VDFULILFH�LWV�GUXJ�SD\ORDG��$V�D�UHVXOW�RI
LPSURYHG�LQWHOOLJHQFH�VKDULQJ�DQG�FRRUGLQDWLRQ�EHWZHHQ�WKH�SROLFH�DQG�DLU�IRUFH��RWKHU�DWWHPSWV�E\



WUDIILFNHU�DLUFUDIW�WR�HQWHU�3HUX�WR�UHWULHYH�FRFDLQH�VKLSPHQWV�ZHUH�DERUWHG�

:KLOH�WKH�WRWDO�DPRXQW�RI�GUXJV�VHL]HG�LQ������GHFOLQHG��WKH�313�GHVWUR\HG�VHYHUDO�FRFDLQH
K\GURFKORULGH�ODERUDWRULHV��7KH�313�&KHPLFDO�&RQWURO�8QLW�FRQGXFWHG�RYHU�������UHJXODWRU\�DQG
FULPLQDO�LQYHVWLJDWLRQV�RI�VXVSHFWHG�FKHPLFDO�FRPSDQLHV�LQ�������PDNLQJ����DUUHVWV��VHL]LQJ�RYHU����
PHWULF�WRQV�RI�FRQWUROOHG�SUHFXUVRU�FKHPLFDOV��DQG�FORVLQJ�VL[�FKHPLFDO�FRPSDQLHV��*23�OHJLVODWLRQ
SDVVHG�LQ������KDV�HQKDQFHG�WKH�313
V�DELOLW\�WR�UHJXODWH�FKHPLFDO�FRPSDQLHV��DQG�LQFUHDVHG�WKH
QXPEHU�RI�FKHPLFDOV�UHJXODWHG��KRZHYHU��WKH�ODZ�QHHGV�WR�EH�DPHQGHG�DQG�VWUHQJWKHQHG�WR�LQFOXGH
FULPLQDO�SHQDOWLHV�IRU�YLRODWRUV�

5HJDUGLQJ�*23�HIIRUWV�WR�LQWHUGLFW�ULYHUERUQH�GUXJ�VKLSPHQWV��',1$1'52�DQG�WKH�3HUXYLDQ�&RDVW
*XDUG�KDYH�LPSURYHG�WKHLU�FRRUGLQDWLRQ�DQG�RSHUDWLRQDO�FDSDELOLWLHV�ZLWK�86*�GRQDWHG�HTXLSPHQW�
+RZHYHU��IRU�WKH�SURJUDP�WR�EH�VXFFHVVIXO��WKH\�PXVW�GHYHORS�DQG�VKDUH�LQWHOOLJHQFH��DQG�FRRSHUDWH�LQ
LQYHVWLJDWLRQV�ZLWK�ODQG��VHD�DQG�DLU�FRPSRQHQWV��7KH�HIIHFWLYHQHVV�RI�WKH�ULYHULQH�SURJUDP�LV�WKXV�IDU
PRGHUDWH��EXW�WKHUH�DUH�FOHDU�LQGLFDWLRQV�WKDW��DV�WKH�SURJUDP�HYROYHV��LW�ZLOO�EHFRPH�DQ�HIIHFWLYH�WRRO
IRU�LQWHUGLFWLRQ�DQG�GHWHUUHQFH�RI�QDUFRWLFV�PRYHPHQW�DORQJ�3HUX
V�YDVW�ZDWHUZD\V��7KH�86*�
VXSSRUWHG�3HUXYLDQ�RSHUDWHG�-RLQW�3HUXYLDQ�5LYHULQH�7UDLQLQJ�&HQWHU��-357&��FRQWLQXHV�WR�WUDLQ
SHUVRQQHO�DQG�WKHUH�LV�DQ�LQLWLDWLYH�WR�PDNH�LW�D�UHJLRQDO�VFKRRO�

:LWK�86*�VXSSRUW��WKH�*23�DQG�SULYDWH�VKLSSLQJ�FRPSDQLHV�DUH�LPSURYLQJ�WKHLU�DELOLWLHV�WR�PRQLWRU
VHD�FDUJR�FRQWDLQHU�DFWLYLWLHV��3ULYDWH�VKLSSLQJ�FRPSDQLHV�KDYH�EHHQ�LQVWUXPHQWDO�LQ�SURYLGLQJ�WKH
313�ZLWK�LQWHOOLJHQFH�WR�VXSSRUW�PDMRU�RQJRLQJ�LQYHVWLJDWLRQV�RI�3HUXYLDQ�DQG�RWKHU�LQWHUQDWLRQDO
WUDIILFNLQJ�RUJDQL]DWLRQV�DWWHPSWLQJ�WR�XWLOL]H�VHD�FDUJR�FRQWDLQHUV�WR�WUDQVSRUW�PXOWL�WRQ�VKLSPHQWV�RI
FRFDLQH�WR�WKH�8�6���0H[LFR��DQG�(XURSH��$V�3HUXYLDQ�SRUWV�DUH�SULYDWL]HG��WKH�SRVVLELOLW\�RI�HPXODWLQJ
&RORPELD
V�IHH�VXSSRUWHG�SRUW�VHFXULW\�SURJUDP�DOVR�LQFUHDVHV��$LUOLQH�SHUVRQQHO�KDYH�EHHQ�YLWDO�WR�WKH
VXFFHVVHV�RI�3HUXYLDQ�DXWKRULWLHV��ERWK�313�DQG�&XVWRPV��LQ�GHWHFWLQJ�WKH�VPXJJOLQJ�RI�FRFDLQH�E\
SDVVHQJHUV�H[LWLQJ�3HUX�WR�LQWHUQDWLRQDO�GHVWLQDWLRQV�

&RUUXSWLRQ��7KH�FXUUHQW�DGPLQLVWUDWLRQ�RI�3UHVLGHQW�3DQLDJXD�GRHV�QRW�FRQGRQH�
HQFRXUDJH�RU�IDFLOLWDWH�GUXJ�WUDIILFNLQJ��$OWKRXJK�WKHUH�LV�QR�ILUP�HYLGHQFH�RI�D�GUXJ�WLH�
IRUPHU�GH�IDFWR�LQWHOOLJHQFH�FKLHI�9ODGLPLUR�0RQWHVLQRV�LV�DOOHJHG�WR�KDYH�RYHU�����PLOOLRQ�LQ
6ZLVV�EDQN�DFFRXQWV�DQG�WKHUH�DUH�DV�\HW�XQSURYHQ�EXW�FUHGLEOH�DOOHJDWLRQV�RI�DGGLWLRQDO
DFFRXQWV�LQ�RWKHU�FRXQWULHV��7KH�&RQJUHVV�LV�LQYHVWLJDWLQJ�WKHVH�DOOHJDWLRQV��DQG�D
FRUUXSWLRQ�FRPPLVVLRQ�KDV�EHHQ�HVWDEOLVKHG��1XPHURXV�RIILFLDOV�KDYH�EHHQ�ILUHG�RU�UHWLUHG
LQ�DQ�HIIRUW�WR�DFKLHYH�KRQHVW�DQG�UHVSRQVLYH�JRYHUQPHQW�LQ�WKH�SRVW�)XMLPRUL�HUD�

$JUHHPHQWV�DQG�7UHDWLHV��7KH�*23�VWURQJO\�VXSSRUWV�WKH�REMHFWLYHV�RI�WKH������86*�
*23�FRXQWHUQDUFRWLFV�ELODWHUDO�IUDPHZRUN�DJUHHPHQW�DQG�WKH������81�'UXJ�&RQYHQWLRQ��WR
ZKLFK�3HUX�KDV�EHHQ�D�SDUW\�VLQFH�������3HUX�LV�DOVR�D�SDUW\�WR�WKH������81�6LQJOH
&RQYHQWLRQ��WKH������SURWRFRO�WKHUHWR��DQG�WKH������&RQYHQWLRQ�RQ�3V\FKRWURSLF
6XEVWDQFHV��7KHUH�LV�DOVR�D�FDVK�WUDQVDFWLRQ�LQIRUPDWLRQ�H[FKDQJH�DJUHHPHQW�EHWZHHQ�WKH
86*�DQG�3HUX��1HJRWLDWLRQV�IRU�D�PRGHUQL]HG�8�6��3HUXYLDQ�H[WUDGLWLRQ�WUHDW\�KDYH�EHHQ
XQGHU�ZD\�VLQFH������DQG�WKH�QHZ�3HUXYLDQ�JRYHUQPHQW�KDV�H[SUHVVHG�D�ZLOOLQJQHVV�WR
VHH�WKHVH�WKURXJK�WR�FRPSOHWLRQ�

3HUX�LV�D�SDUW\�ZLWK�RWKHU�$QGHDQ�QDWLRQV�WR�D������FKHPLFDO�FRQWURO�DJUHHPHQW�ZLWK�WKH�(XURSHDQ
8QLRQ��,Q�DGGLWLRQ��3HUX�KDV�ELODWHUDO�GUXJ�FRQWURO�DJUHHPHQWV�ZLWK�VHYHUDO�RWKHU�/DWLQ�$PHULFDQ
FRXQWULHV��WKH�PRVW�UHFHQW��ZLWK�%UD]LO��ZDV�VLJQHG�LQ�1RYHPEHU�������,Q�'HFHPEHU�������3HUX�VLJQHG
WKH�81�&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO�2UJDQL]HG�&ULPH�DQG�LWV�SURWRFROV�

'UXJ�)ORZ�7UDQVLW��'XULQJ�������WKHUH�ZDV�D�VLJQLILFDQW�LQFUHDVH�LQ�FODQGHVWLQH�FRFDLQH
+&O�SURFHVVLQJ�ODERUDWRULHV�DORQJ�WKH�FRDVWDO�DUHDV��SDUWLFXODUO\�QHDU�/LPD��ZKHUH�3HUXYLDQ
VHDSRUWV�ZHUH�XVHG�IRU�PXOWL�WRQ�VKLSPHQWV�RI�FRFDLQH�+&O�WR�WKH�8�6���0H[LFR�DQG�(XURSH�

$OWHUQDWLYH�'HYHORSPHQW�3URJUHVV��,Q�������WKH�*23
V�86*�VXSSRUWHG�FRXQWHUQDUFRWLFV
DOWHUQDWLYH�GHYHORSPHQW�SURJUDP�FRQWLQXHG�WR�RSHUDWH�LQ�VL[�FRFD�FXOWLYDWLRQ�]RQHV�
%HFDXVH�WKH�KLJK�SULFH�RI�FRFD�OHDI�KDV�HQFRXUDJHG�UHKDELOLWDWLRQ�RI�FRFD�ILHOGV�
VXVWDLQDELOLW\�ZLOO�GHSHQG�RQ�FRRUGLQDWLRQ�RI�DOWHUQDWLYH�GHYHORSPHQW�ZLWK�WKH�GLVLQFHQWLYHV
RI�FURS�HUDGLFDWLRQ�DQG�LQWHUGLFWLRQ��7KH�*23�DOWHUQDWLYH�GHYHORSPHQW�SURJUDP�LV�DLPHG�DW
VWUHQJWKHQLQJ�ORFDO�JRYHUQPHQW��SURYLGLQJ�DFFHVV�WR�EDVLF�VHUYLFHV�DQG�SURYLGLQJ
VXVWDLQDEOH��OLFLW�HFRQRPLF�RSSRUWXQLWLHV��0LFUR��DQG�VPDOO�FUHGLW�DVVLVWDQFH�DUH�DYDLODEOH�
DQG�WKH�DOWHUQDWLYH�GHYHORSPHQW�SURJUDP�KDV�LQLWLDWHG�HPHUJHQF\�DVVLVWDQFH�WR�DW�ULVN
KRXVHKROGV�LQ�WKH�8SSHU�+XDOODJD�WR�KHOS�DV�WKH\�WUDQVIRUP�IURP�GHSHQGHQFH�RQ�WKH�LOOLFLW
FRFD�HFRQRP\�



)ROORZLQJ�WKH������%UXVVHOV�'RQRUV�&RQVXOWDWLYH�*URXS�PHHWLQJ�DUUDQJHG�IRU�WKH�3HUXYLDQ
*RYHUQPHQW�E\�WKH�,QWHU��$PHULFDQ�'HYHORSPHQW�%DQN�DQG�2UJDQL]DWLRQ�RI�$PHULFDQ�6WDWHV�'UXJ
&RQWURO�&RPPLVVLRQ��2$6�&,&$'������GRQRUV�SOHGJHG�D�WRWDO�RI�8�6�������PLOOLRQ�IRU
FRXQWHUQDUFRWLFV�DOWHUQDWLYH�GHYHORSPHQW�LQ�3HUX��'LVEXUVHPHQWV�IURP�RWKHU�FRXQWULHV�KDYH�EHHQ
VORZ��KRZHYHU��GHOD\LQJ�LPSOHPHQWDWLRQ�RI�PDQ\�SURJUDPV�

'RPHVWLF�3URJUDPV��'HPDQG�5HGXFWLRQ���$�FDGUH�RI�1*2V�FRRSHUDWHV�ZLWK
&RQWUDGURJDV�WR�DGGUHVV�3HUXYLDQ�GUXJ�FRQVXPSWLRQ��,URQLFDOO\��DW�OHDVW�VRPH�RI�WKH�ULVH�LQ
GRPHVWLF�GUXJ�FRQVXPSWLRQ�LV�GXH�WR�VXFFHVVIXO�LQWHUGLFWLRQ��DV�WUDIILFNHUV�XQDEOH�WR�JHW
GUXJV�RXW�RI�WKH�FRXQWU\�ZHUH�IRUFHG�WR�GHYHORS�GRPHVWLF�PDUNHWV��6XUYH\V�VKRZ�WKDW�WKH
QXPEHU�RI�ILUVW�WLPH�GUXJ�XVHUV�LV�ULVLQJ��DOEHLW�IURP�D�ORZ�VWDUWLQJ�SRLQW��DQG�WKDW�WKH�DJH�RI
ILUVW�XVH�LV�GURSSLQJ��$�UHFHQW�SROO�E\�&('52��DQ�LQIOXHQWLDO�1*2��LQGLFDWHG�WKDW�PRVW
3HUXYLDQV�QRZ�FRQVLGHU�GUXJV�WR�EH�RQH�RI�WKH�JUHDWHVW�WKUHDWV�IDFLQJ�3HUX��$�SULYDWH�VHFWRU
JURXS��$OLDQ]D�SDUD�XQ�3HUX�VLQ�'URJDV����$OOLDQFH�IRU�D�'UXJ�)UHH�3HUX����IRXQGHG�LQ�����
DQG�PRGHOHG�RQ�WKH�8�6���3DUWQHUVKLS�IRU�D�'UXJ�)UHH�$PHULFD��DQG�VLPLODU�/DWLQ�$PHULFDQ
LQ LWLDWLYHV�KDV�FRQWLQXHG�WR�EH�DFWLYH�LQ�GHYHORSLQJ�79�VSRWV�DQG�RWKHU�SUHYHQWLRQ�PHVVDJHV
DLPHG�SDUWLFXODUO\�DW�FKLOGUHQ�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

%LODWHUDO�&RRSHUDWLRQ��,Q�������WKH�8�6��(PEDVV\�DGRSWHG�D�VRXUFH�]RQH�FRXQWHUQDUFRWLFV
VWUDWHJ\�WR�LPSURYH�LWV�VXSSRUW�WR�*23�FRXQWHUQDUFRWLFV�HIIRUWV�LQ�WKH�PDLQ�FRFD�SURGXFLQJ
YDOOH\V�RI�3HUX��7KHVH�VRXUFH�]RQHV�DUH�ZKHUH�LOOLFLW�FRFD�DQG�SRSS\�DUH�SURGXFHG��LQLWLDO
SURFHVVLQJ�LV�FDUULHG�RXW�DQG�SUHFXUVRU�FKHPLFDOV�DQG�PRQH\�PXVW�IORZ�WR�VXSSRUW�WKH
QDUFRWLFV�EXVLQHVV��7KLV�IRFXV�VKRXOG�HQKDQFH�WKH�*23
V�DELOLW\�WR�GLVUXSW�RXWERXQG
PRYHPHQWV�RI�GUXJV�E\�GHWHFWLQJ�WKHP�DW�RU�QHDU�WKHLU�SRLQW�RI�RULJLQ��86*�WUDLQLQJ�LQ
GHWHFWLRQ�RI�FRQWUDEDQG��IRU�FXVWRPV�RIILFHUV�DV�ZHOO�DV�DLUOLQH�DQG�DLUSRUW�HPSOR\HHV�
UHVXOWHG�LQ�D�VLJQLILFDQW�LQFUHDVH�LQ�DUUHVWV�DQG�VHL]XUHV�RI�SDVVHQJHUV�ERG\�FDUU\LQJ
FRFDLQH�+&O�IURP�/LPD�WR�WKH�8�6��DQG�RWKHU�LQWHUQDWLRQDO�GHVWLQDWLRQV��,Q�DGGLWLRQ��D�86*�
SURYLGHG�;�UD\�PDFKLQH��LQVWDOOHG�LQ�2FWREHU�������ZLOO�HQKDQFH�WKH�DELOLW\�RI�DLUSRUW
DXWKRULWLHV�WR�GHWHFW�LOOHJDO�WUDQVSRUWDWLRQ�RI�FRFDLQH�

7KH�*23�DQG�86*�KDYH�ZRUNHG�FORVHO\�WR�LPSOHPHQW�WKH�VXFFHVVIXO�HUDGLFDWLRQ�DQG�DOWHUQDWLYH
GHYHORSPHQW�SURJUDPV��)RXUWHHQ�86*�RZQHG�KHOLFRSWHUV�DUH�IORZQ�DQG�PDLQWDLQHG�E\�WKH�*23�WR
SURYLGH�WUDQVSRUWDWLRQ�IRU�FRFD�HUDGLFDWLRQ�DQG�LQWHUGLFWLRQ��+HOLFRSWHU�SLORWV�DQG�PHFKDQLFV�UHFHLYH
WUDLQLQJ�LQ�WKH�8QLWHG�6WDWHV��ZKLFK�EHQHILWV�3HUX
V�FRXQWHUQDUFRWLFV�DYLDWLRQ�SURJUDP��86*�ODZ
HQIRUFHPHQW�DJHQFLHV�KDYH��WKURXJK�H[WHQVLYH�FODVVURRP�DQG�RQ�WKH�MRE�WUDLQLQJ��HQKDQFHG�*23
FRXQWHUSDUW�DELOLWLHV�WR�JDWKHU�VKDUH�LQWHOO LJHQFH�DQG�FRQGXFW�ORQJ�WHUP�DQG�FRPSOH[�LQYHVWLJDWLRQV�
7KHUH�KDV�DOVR�EHHQ�LPSURYHPHQW�LQ�*23�RSHUDWLRQDO�HIIRUWV�RQ�ULYHUV�DQG�URDGV�

7KH�86*�LV�VXSSRUWLQJ�*23�HIIRUWV�WR�PDNH�WKH�DLUEULGJH�GHQLDO�SURJUDP�PRUH�HIIHFWLYH�E\�LQFUHDVLQJ
WKH�*23
V�DELOLW\�WR�HQKDQFH�DLUERUQH�UDGDU�VXSSRUW��RYHUKDXOLQJ�7XFDQR�DQG�$����HQJLQHV��VWDWLRQLQJ
)$3�DLUFUDIW�DW�VLWHV�WKDW�ZLOO�DOORZ�D�PRUH�WLPHO\�UHVSRQVH��DQG�ZRUNLQJ�WR�LQFUHDVH�WKH�DYDLODELOLW\�RI
)$3�LQWHUFHSW�DLUFUDIW��7KH�86*�$UP\�&RUSV�RI�(QJLQHHUV�UHFHQWO\�EXLOW�DQG�GRQDWHG�D�IDFLOLW\�IRU�WKH
)$3�LQ�,TXLWRV��DQG�LV�FRQVWUXFWLQJ�D�)$3�IDFLOLW\�DW�3XHUWR�0DOGRQDGR�WR�FRYHU�DHULDO�WUDIILFNLQJ
URXWHV�LQ�WKH�VRXWK��,Q�DGGLWLRQ��PDMRU�FRQVWUXFWLRQ�KDV�EHHQ�XQGHUWDNHQ�LQ�3XFDOOSD��LQFOXGLQJ�D�SROLFH
FRPPDQG�IDFLOLW\�WR�VXSSRUW�HQKDQFHG�RSHUDWLRQV�LQ�WKH�PDLQ�GUXJ�SURGXFLQJ�YDOOH\V�

The Road Ahead. New elections and a policy to fight corruption bode well for
counternarcotics work. Peru's significant reduction of coca under cultivation proves
that its strategy is working. However, with higher prices being paid for coca,
farmers will be tempted to abandon licit crops. It is essential that manual
eradication of illegal coca crops, counternarcotics-‐‑related alternative development,
rehabilitation of the airbridge denial program, and land and maritime/riverine
interdiction all continue, closely coordinated as complementary programs. The GOP
should also refine relevant laws, especially as they pertain to money laundering,
asset seizure, and chemical controls.

Peru Statistics
(1992-‐‑2000)
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Uruguay

,��6XPPDU\

8UXJXD\�LV�QRW�D�PDMRU�GUXJ�SURGXFLQJ�RU�WUDQVVKLSPHQW�FRXQWU\��1HYHUWKHOHVV��WKH�*RYHUQPHQW�RI
8UXJXD\��*28��VXSSRUWV�HIIRUWV�WR�FRPEDW�GUXJ�WUDIILFNLQJ�DQG�GRPHVWLF�GUXJ�FRQVXPSWLRQ��,Q������
WKH�8UXJXD\DQ�1DWLRQDO�3ROLFH�UHFHLYHG�DXWKRULW\�WR�DVVLVW�RWKHU�*28�DJHQFLHV�LQ�DQWLQDUFRWLFV
HQIRUFHPHQW�DQG�GUXJ�VHL]XUHV��DQG�GUXJ�UHODWHG�DUUHVWV�LQFUHDVHG�GUDPDWLFDOO\�GXULQJ�������7KH�*28
KDV�WDNHQ�PHDVXUHV�WR�UHJXODWH�ILQDQFLDO�DFWLYLWLHV��UHGXFLQJ�WKH�SRWHQWLDO�IRU�PRQH\�ODXQGHULQJ��7KH
3ROLFH�$QWL�'UXJ�'LUHFWRUDWH��'*57,'��HVWDEOLVKHG�D�)LQDQFLDO�,QYHVW LJDWLRQV�8QLW��),8��LQ�RUGHU�WR
SUHVHQW�PRUH�FRPSOHWH�HYLGHQFH�LQ�QDUFRWLFV�UHODWHG�SURVHFXWLRQV��8UXJXD\�LV�D�SDUW\�WR�WKH������81
'UXJ�&RQYHQWLRQ�



,,��6WDWXV�RI�&RXQWU\

'RPHVWLF�GUXJ�FRQVXPSWLRQ�LV�UHODWLYHO\�ORZ��DOWKRXJK�VRPH�GUXJ�VXUYH\�GDWD�VXJJHVWV�WKDW
FRQVXPSWLRQ�RI�PDULMXDQD�DQG�V\QWKHWLF�GUXJV��VXFK�DV�HFVWDV\�DQG�/6'��PD\�EH�LQFUHDVLQJ��8UXJXD\�LV
QHLWKHU�D�PDMRU�GUXJ�SURGXFLQJ�FRXQWU\�QRU�D�PDMRU�GUXJ�WUDQVLW�FRXQWU\��6HL]XUHV�RI�VPDOO�TXDQWLWLHV�RI
GUXJV�IURP�SHUVRQV�WUDYHOLQJ�IURP�$UJHQWLQD�DQG�%UD]LO�WR�(XURSH�VXJJHVW�WKDW�WUDIILFNHUV�RFFDVLRQDOO\
XVH�8UXJXD\�WR��ODXQGHU��WKH�RULJLQ�RI�VKLSPHQWV��7KH�PRYHPHQW�RI�PDULWLPH�FRQWDLQHUV�WKURXJK�WKH
SRUW�RI�0RQWHYLGHR�UHPDLQV�DQ�DUHD�RI�FRQFHUQ��DV�GRHV�HIIHFWLYH�LPSOHPHQWDWLRQ�RI�SUHFXUVRU
FKHPLFDO�FRQWUROV�

$V�D�UHJLRQDO�ILQDQFLDO�FHQWHU��8UXJXD\�LV�VXVFHSWLEOH�WR�SRVVLEOH�PRQH\�ODXQGHULQJ��8UXJXD\�KDV
KLVWRULFDOO\�DWWUDFWHG�IRUHLJQ�PRQHWDU\�GHSRVLWV�GXH�WR�LWV�HFRQRPLF�DQG�SROLWLFD O�VWDELOLW\�DV�ZHOO�DV
OLEHUDO�FXUUHQF\�H[FKDQJH�DQG�EDQN�VHFUHF\�ODZV��1DUFRWLFV�UHODWHG�PRQH\�ODXQGHULQJ�LV�LOOHJDO��DQG
DOWKRXJK�8UXJXD\�KDV�EDQN�VHFUHF\�ODZV��ILQDQFLDO�LQVWLWXWLRQV�PXVW�SURYLGH�FHUWDLQ�LQIRUPDWLRQ�XSRQ
WKH�UHTXHVW�RI�WKH�&HQWUDO�%DQN��%DQNV��LQFOXGLQJ�RIIVKRUH�EDQNV���FXUUHQF\�H[FKDQJH�KRXVHV�DQG
VWRFNEURNHUV�DUH�UHTXLUHG�WR�UHSRUW�WUDQVDFWLRQV�RI�RYHU���������WR�WKH�&HQWUDO�%DQN ��KRZHYHU�WKH
&HQWUDO�%DQN�GRHV�QRW�URXWLQHO\�UHYLHZ�WKHVH�UHFRUGV��7KH�2UJDQL]DWLRQ�RI�$PHULFDQ�6WDWHV��2$6�
DQG�WKH�86*�SURYLGHG�WKH�&HQWUDO�%DQN�ZLWK�FRPSXWHUV�DQG�VRIWZDUH�WR�PDLQWDLQ�D�GDWDEDVH�DQG
DQDO\]H�SDWWHUQV�RI�WUDQVDFWLRQV��DQG�WUDLQLQJ�RI�GDWDEDVH�WHFKQLFLDQV�LV�EHLQJ�VFKHGXOHG�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��3UHVLGHQW�%DWOOH�KDV�SXEOLFO\�H[SUHVVHG�D�IDYRUDEOH�DWWLWXGH�WRZDUG
OHJDOL]DWLRQ�RI�GUXJV��KRZHYHU�FRXQWHUQDUFRWLFV�HIIRUWV�UHPDLQ�D�VWDWH�SULRULW\��DOWKRXJK
IXQGLQJ�OHYHOV�DUH�UHODWLYHO\�ORZ���7KH�$QWL�'UXJ�6HFUHWDULDW��61'��ZDV�VHW�DSDUW�IURP�WKH
'HSXW\�&KLHI�RI�6WDII�LQ�WKH�2IILFH�RI�WKH�3UHVLGHQF\�DQG�D�61'�*HQHUDO�6HFUHWDU\�ZDV
FUHDWHG�E\�SUHVLGHQWLDO�GHFUHH�VKRUWO\�EHIRUH�H[�3UHVLGHQW�6DQJXLQHWWL�OHIW�RIILFH��3UHVLGHQW
%DWOOH�UHWXUQHG�DXWKRULW\�IRU�WKH�61'�WR�'HSXW\�&KLHI�RI�6WDII�/HRQDUGR�&RVWD�RQ�-XQH���E\
SUHVLGHQWLDO�GHFUHH��7KH�61'�LV�UHVSRQVLEOH�IRU�FRRUGLQDWLQJ�*28�FRXQWHUQDUFRWLFV�HIIRUWV
DQG�LV�GHYHORSLQJ�D�FRXQWHUQDUFRWLFV�PDVWHU�SODQ�

$FFRPSOLVKPHQWV��1R�HYLGHQFH�H[LVWV�RI�DQ\�VLJQLILFDQW�FXOWLYDWLRQ�RU�SURGXFWLRQ�RI�LOOLFLW
GUXJV�LQ�8UXJXD\��$OWKRXJK�8UXJXD\�LV�QRW�D�PDMRU�WUDQVVKLSPHQW�FRXQWU\��VHL]XUHV�LQGLFDWH
WKDW�VRPH�GUXJV�HQWHU�WKH�FRXQWU\�WKURXJK�%UD]LO�DQG�$UJHQWLQD��7KH�8UXJXD\DQ�&RDVW
*XDUG�UHFHQWO\�LPSURYHG�LWV�FRPSXWHUL]HG�QHWZRUN�DQG�GDWDEDVH�LQ�RUGHU�WR�UHFRUG�SHUVRQV
DQG�YHVVHOV�SDVVLQJ�WKURXJK�8UXJXD\DQ�WHUULWRULDO�ZDWHUV�

7KH�8UXJXD\DQ�1DWLRQDO�3ROLFH�ZHUH�JLYHQ�MXULVGLFWLRQ�IRU�QDUFRWLFV�HQIRUFHPHQW�LQ�������DQ�DXWKRULW\
ZKLFK�IRUPHUO\�UHVWHG�VROHO\�ZLWK�WKH�3ROLFH�$QWL�'UXJ�'LUHFWRUDWH��'*57,'���3ROLFH�RIILFLDOV�PD\
QRZ�WDUJHW�ORFDO�QDUFRWLFV�GLVWULEXWRUV�DQG�DVVLVW�WKH�'*57,'��ZKLFK�KDV�OLPLWHG�SHUVRQQHO�UHVRXUFHV�
7R�LQFUHDVH�WKH�HIIHFWLYHQHVV�RI�WKLV�SODQ��'*57,'�KDV�EHJXQ�WUDLQLQJ�SROLFH�RIILFLDOV�LQ�DQWLQDUFRWLFV
HQIRUFHPHQW��'*57,'�UHPDLQV�UHVSRQVLEOH�IRU�ODUJH�VFDOH�FRXQWHUQDUFRWLFV�LQYHVWLJDWLRQV�DQG
RSHUDWLRQV�

$QWLGUXJ�OHJLVODWLRQ�SDVVHG�LQ�2FWREHU������PDGH�QDUFRWLFV�UHODWHG�PRQH\�ODXQGHULQJ�D�FULPH��7KH
&HQWUDO�%DQN�UHTXLUHV�EDQNV��LQFOXGLQJ�RIIVKRUH�EDQNV���FXUUHQF\�H[FKDQJH�KRXVHV�DQG�VWRFNEURNHUV�WR
UHFRUG�WUDQVDFWLRQV�RYHU����������,W�DOVR�UHTXLUHV�DOO�HQWLWLHV�XQGHU�LWV�MXULVGLFWLRQ�WR�UHSRUW�VXVSLFLRXV
ILQDQFLDO�WUDQVDFWLRQV�WR�D�ILQDQFLDO�LQIRUPDWLRQ�DQDO\VLV�XQLW��ZKLFK�LV�EHLQJ�FUHDWHG�ZLWKLQ�WKH
6XSHULQWHQGHQF\�RI�,QWHUPHGLDU\�)LQDQFLDO�,QVWLWXWLRQV��&RPSXWHUV�DQG�VRIWZDUH�DUH �EHLQJ�LQVWDOOHG�DW
WKH�&HQWUDO�%DQN�WR�HQDEOH�ILQDQFLDO�DQDO\VLV�WR�GHWHFW�PRQH\�ODXQGHULQJ��)LQDQFLDO�LQYHVWLJDWLRQV�
ZKLFK�DUH�QRW�URXWLQH�DQG�PXVW�EH�FRXUW�RUGHUHG��KDYH�EHHQ�HIIHFWLYH�LQ�LGHQWLI\LQJ�DSSURSULDWH
DFFRXQWV�RQ�VRPH�RFFDVLRQV�

8UXJXD\DQ�MXGJHV�KDYH�WKH�DXWKRULW\�WR�LVVXH�VHL]XUH�RUGHUV��ZLWKRXW�SULRU�QRWLFH��IRU�SRVVLEOH�DVVHW
FRQILVFDWLRQ�RU�IRUIHLWXUH��9HKLFOHV�DQG�DVVHWV�GLUHFWO\�OLQNHG�WR�QDUFRWLFV�DFWLYLWLHV�KDYH�EHHQ
FRQILVFDWHG��KRZHYHU�FDVK�DQG�RWKHU�DVVHWV�OHVV�HDVLO\�WLHG�WR�QDUFRWLFV�DFWLYLWLHV�DUH�QRW�XVXDOO\�VHL]HG�
'*57,'�KDV�RSHQHG�D�ILQDQFLDO�LQYHVWLJDWLRQV�XQLW�ZLWK�WKH�REMHFWLYH�RI�SUHVHQWLQJ�MXGJHV�ZLWK�PRUH
FRPSOHWH�ILQDQFLDO�LQIRUPDWLRQ�WR�IDFLOLWDWH�WKH�VHL]XUH�RI�D�ZLGH�UDQJH�RI�DVVHWV�

8UXJXD\�LV�DFWLYH�LQ�LQWHUQDWLRQDO�DQWLQDUFRWLFV�HIIRUWV��8UXJXD\�DQG�RWKHU�SDUWLFLSDQWV�LQ�WKH�6RXWKHUQ
&RQH�:RUNLQJ�*URXS�RI�WKH�,QWHUQDWLRQDO�&RQIHUHQFH�IRU�'UXJ�&RQWURO�UHJXODUO\�H[FKDQJH�QDUFRWLFV�
UHODWHG�LQIRUPDWLRQ��7KH�*28�FRRSHUDWHV�ZLWK�WKH�86*�DQG�$UJHQWLQH�DQG�%UD]LOLDQ�RIILFLDOV�LQ
HIIRUWV�WR�FRQWURO�FURVV�ERUGHU�PRYHPHQWV�RI�SHUVRQV�DQG�GUXJV��7KH�86*�DQG�*28�KDYH�DQ
H[WUDGLWLRQ�WUHDW\�DQG�D�PXWXDO�OHJDO�DVVLVWDQFH�WUHDW\��0/$7��LQ�HIIHFW�



/DZ�(QIRUFHPHQW�(IIRUWV��*28�DQWLQDUFRWLFV�HQIRUFHPHQW�HIIRUWV�UHVXOWHG�LQ�LQFUHDVHG
VHL]XUHV�DQG�PRUH�VXFFHVVIXO�SURVHFXWLRQ�RI�GUXJ�UHODWHG�FULPHV�LQ������WKDQ�LQ�SUHYLRXV
\HDUV��%\�1RYHPEHU�������WKH�TXDQWLW\�RI�PDULMXDQD�VHL]HG�KDG�LQFUHDVHG�IURP����
NLORJUDPV�LQ������WR�����NLORJUDPV�LQ�������FRFDLQH�VHL]XUHV�KDG�LQFUHDVHG�VOLJKWO\����
NLORJUDPV�LQ��������DQG�VHL]XUHV�RI�HFVWDV\�DQG�/6'�KDG�LQFUHDVHG�WHQ�IROG�IURP���
NLORJUDPV�LQ������WR�����NLORJUDPV�LQ�������7KH�SDUWLFLSDWLRQ�RI�QRQ�'*57,'�SROLFH�RIILFHUV
LQ�DQWLGUXJ�HIIRUWV�KDV�FRQWULEXWHG�WR�EHWWHU�HQIRUFHPHQW��'*57,'�DQG�&RDVW�*XDUG
HIIHFWLYHQHVV�KDV�DOVR�LQFUHDVHG�GXH�WR�LPSURYHG�LQYHVWLJDWLYH�SURFHGXUHV�DQG�HTXLSPHQW�

'UXJ�DUUHVWV�DQG�FRQYLFWLRQV�DOVR�LQFUHDVHG�GUDPDWLFDOO\�GXULQJ�������IURP�������
�DUUHVWV�FRQYLFWLRQV��LQ������WR����������DUUHVWV�FRQYLFWLRQV��LQ�������$Q�LQFUHDVHG�IRFXV�RQ�ORFDO
WUDIILFNHUV�DQG�QHWZRUNV�E\�RUGLQDU\�SROLFH�XQLWV�PD\�DFFRXQW�LQ�SDUW�IRU�WKH�LQFUHDVHG�QXPEHU�RI
DUUHVWV��0DMRU�WUDIILFNHUV�DQG�WKHLU�RUJDQL]DWLRQV�UHPDLQ�WKH�SULQFLSDO�FRQFHUQ�RI�'*57,'
LQYHVWLJDWLRQV��%HWWHU�FRRUGLQDWLRQ�DQG�FRRSHUDWLRQ�EHWZHHQ�HQIRUFHPHQW�DJHQFLHV�DQG�WKH�MXGLFLDU\
DORQJ�ZLWK�DQ�HPSKDVLV�RQ�FDVH�SUHSDUDWLRQ�LV�H[SHFWHG�WR�LPSURYH�WKH�FRQYLFWLRQ�UDWH�

&RUUXSWLRQ��7KH��/H\�&ULVWDO���7UDQVSDUHQF\�/DZ���ZKLFK�HQWHUHG�LQWR�IRUFH�LQ�-DQXDU\
������FULPLQDOL]HV�D�EURDG�UDQJH�RI�SRWHQWLDO�DEXVHV�RI�SRZHU�E\�JRYHUQPHQW�RIILFH�KROGHUV�
LQFOXGLQJ�WKH�ODXQGHULQJ�RI�IXQGV�UHODWHG�WR�SXEOLF�FRUUXSWLRQ�FDVHV��DQG�LQVWLWXWHV�ILQDQFLDO
GLVFORVXUH�UHTXLUHPHQWV�IRU�KLJK�UDQNLQJ�*28�RIILFLDOV��7KH�*28�GRHV�QRW�HQFRXUDJH�RU
IDFLOLWDWH�GUXJ�SURGXFWLRQ��WUDIILFNLQJ�RU�PRQH\�ODXQGHULQJ�QRU�LV�WKHUH�DQ\�HYLGHQFH�WKDW
VHQLRU�*28�RIILFLDOV�KDYH�GRQH�VR��3XEOLF�RIILFLDOV�ZKR�NQRZ�RI�D�GUXJ�UHODWHG�FULPH�RU
LQFLGHQW�DQG�GR�QRWKLQJ�DERXW�LW�PD\�EH�FKDUJHG�ZLWK�D��FULPH�RI�RPLVVLRQ��XQGHU�WKH
&LWL]HQ�6HFXULW\�/DZ�

$JUHHPHQWV�DQG�7UHDWLHV��7KH�86*�DQG�*28�KDYH�FRRSHUDWHG�RQ�QDUFRWLFV�UHODWHG
H[WUDGLWLRQV�DQG�KDYH�DQ�H[WUDGLWLRQ�WUHDW\��VLJQHG�LQ�������ZKLFK�ZHQW�LQWR�IRUFH�LQ�������$
0XWXDO�/HJDO�$VVLVWDQFH�7UHDW\��0/$7���VLJQHG�LQ�������ZKLFK�HQWHUHG�LQWR�IRUFH�LQ�$SULO
������KDV�DOVR�EHHQ�HIIHFWLYHO\�LPSOHPHQWHG��7KH�0XWXDO�(YDOXDWLRQ�0HFKDQLVP��0(0�
DGRSWHG�E\�WKH�2UJDQL]DWLRQ�RI�$PHULFDQ�6WDWHV�'UXJ�&RQWURO�&RPPLVVLRQ��2$6�&,&$'��LQ
2FWREHU������LV�EHLQJ�LPSOHPHQWHG�E\�WKH�*28��8UXJXD\�LV�D�SDUW\�WR�WKH������81�'UXJ
&RQYHQWLRQ��,Q�'HFHPEHU�������8UXJXD\�VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO
2UJDQL]HG�&ULPH�DQG�LWV�SURWRFROV�

&XOWLYDWLRQ�3URGXFWLRQ��7KHUH�LV�QR�VLJQLILFDQW�FXOWLYDWLRQ�RU�SURGXFWLRQ�RI�LOOLFLW�GUXJV�LQ
8UXJXD\�

'UXJ�)ORZ�7UDQVLW��8UXJXD\�LV�QRW�D�PDMRU�GUXJ�WUDQVLW�FRXQWU\��7KH�SRURXV�ERUGHU�EHWZHHQ
QRUWKHUQ�8UXJXD\�DQG�%UD]LO�LV�WKH�PDMRU�HQWU\�SRLQW�IRU�GUXJV�GHVWLQHG�IRU�GRPHVWLF�XVH
DQG�RU�LQWHUQDWLRQDO�WUDQVVKLSPHQW��SULQFLSDOO\�WR�(XURSH��7KH�ODUJH�DPRXQW�RI�FRQWDLQHUL]HG
FDUJR�SDVVLQJ�WKURXJK�WKH�SRUW�RI�0RQWHYLGHR�PD\�EH�VXVFHSWLEOH�WR�QDUFRWLFV�VKLSPHQWV�

'HPDQG�5HGXFWLRQ��7KHUH�DUH�VLJQV�WKDW�ORZ�OHYHOV�RI�GUXJ�FRQVXPSWLRQ�LQ�8UXJXD\�DUH
VORZO\�ULVLQJ��DQG�WKH�1DWLRQDO�$QWL�'UXJ�6HFUHWDULDW��61'��KDV�FRRUGLQDWHG�GHPDQG
UHGXFWLRQ�SURJUDPV�WR�FRXQWHU�WKLV�WUHQG��'RPHVWLF�HIIRUWV�KDYH�LQFOXGHG�WHDFKHU�WUDLQLQJ�
SXEOLF�RXWUHDFK�DQG�VHPLQDUV�DQG�SURJUDPV�EDVHG�LQ�FRPPXQLW\�FHQWHUV�DQG�VSRUWV�FOXEV�
7KH�$OOLDQFH�IRU�D�'UXJ�)UHH�8UXJXD\�GLUHFWV�DQ�H[WHQVLYH�PHGLD�FDPSDLJQ��ZKLFK�KDV
VLJQLILFDQWO\�LQFUHDVHG�SXEOLF�DZDUHQHVV�RI�QDUFRWLFV�UHODWHG�LVVXHV�LQ�WKH�SDVW�IHZ�\HDUV�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

U.S. Policy Initiatives. USG programs support GOU counternarcotics efforts,
especially in the areas of money laundering controls, counternarcotics
enforcement, and demand reduction.

Bilateral Cooperation. The USG and GOU cooperate on a wide range of law
enforcement issues. USG funds provided through bilateral cooperation agreements
have provided equipment and training to enhance GOU efforts to combat drug use
and trafficking. GOU officials, private and public bankers, judges and prosecutors
participated in a multi-‐‑agency money-‐‑laundering seminar presented in August
2000. The national drug awareness media campaign has also benefited from USG
assistance.

The Road Ahead. Money laundering continues to be an area of concern, and will
receive USG support. Training is being planned for the technicians who will run the



Central Bank database and analytical software programs for anti-‐‑money laundering
monitoring. A seminar designed to support implementation of money laundering
legislation will take place in 2001. Procurement of equipment, which will enhance
DGRTID and Coast Guard investigative capabilities, is also being planned. Support
of antidrug canine breeding and training programs will continue.

Venezuela

,��6XPPDU\

9HQH]XHOD�LV�D�VLJQLILFDQW�WUDQVLW�URXWH�IRU�LOOHJDO�GUXJV�GHVWLQHG�IRU�WKH�8�6��DQG�(XURSH��E\�VRPH�86*
HVWLPDWHV��RYHU�����PHWULF�WRQV�RI�FRFDLQH�WUDQVLW�9HQH]XHOD�DQQXDOO\���7KH�YDVW�PDMRULW\�RI�WKLV�WUDIILF
FRQVLVWV�RI�FRFDLQH�DQG�KHURLQ�IURP�QHLJKERULQJ�&RORPELD��7KH�*RYHUQPHQW�RI�9HQH]XHOD��*29�
FRQWLQXHG�WR�FRPEDW�QDUFRWLFV�WUDIILFNLQJ�DQG�GUXJ�FRQVXPSWLRQ�LQ�������GHVSLWH�FRQVLGHUDEOH�FKDQJH
LQ�WKH�SROLWLFDO�V\VWHP�LQFOXGLQJ�D�QHZ�FRQVWLWXWLRQ�DGRSWHG�LQ�'HFHPEHU������WKDW�PDQGDWHG�WKH
HOHFWLRQ�RI�D�QHZ�XQLFDPHUDO�1DWLRQDO�$VVHPEO\��7KH�*29�LQWURGXFHG�QHZ�SROLF\�LQLWLDWLYHV�DQG
HQKDQFHG�ODZ�HQIRUFHPHQW�HIIRUWV�WR�FRPEDW�GUXJ�WUDIILFNLQJ�DQG�UHODWHG�FULPH��&RRSHUDWLRQ�ZLWK�8�6�
ODZ�HQIRUFHPHQW�DJHQFLHV�ZDV�YHU\�JRRG�DQG�RQH�FRPSOH[�MRLQW�RSHUDWLRQ�OHG�WR�WKH�VHL]XUH�RI����
PHWULF�WRQV�RI�FRFDLQH��QXPHURXV�DUUHVWV�LQ�9HQH]XHOD�DQG�WKH�H[SXOVLRQ�RI�WZR�VLJQLILFDQW�WKLUG�
FRXQWU\�QDUFRWUDIILFNHUV�WR�WKH�8�6��IRU�WULDO��'XULQJ�WKH�\HDU��9HQH]XHODQ�SURVHFXWRUV�WRRN�VWHSV�WR
IXOILO�WKHLU�QHZ�UHVSRQVLELOLWLHV�XQGHU�WKH�QHZ�SHQDO�FRGH�LQWURGXFHG�LQ�������7KH�1DWLRQDO�$QWLGUXJ
&RPPLVVLRQ�LQWURGXFHG�QHZ�LQLWLDWLYHV�LQ������WR�H[SDQG�GHPDQG�UHGXFWLRQ�SURJUDPV��WR�LQFUHDVH
9HQH]XHODQ�SDUWLFLSDWLRQ�LQ�PXOWLODWHUDO�DQWLGUXJ�LQLWLDWLYHV��DQG�WR�LPSURYH�HUDGLFDWLRQ�HIIRUWV�DLPHG
DW�VPDOO�DUHDV�RI�FRFD�DQG�RSLXP�SRSS\�FXOWLYDWLRQ�WKDW�VSLOO�RYHU�LQWR�9HQH]XHODQ�WHUULWRU\�IURP
&RORPELD�

7KH�*29�FRQWLQXHG�WR�SODFH�D�KLJK�SULRULW\�RQ�UHGXFLQJ�FRUUXSWLRQ��5HRUJDQL]DWLRQV�LQ�ODZ
HQIRUFHPHQW�DJHQFLHV�DQG�WKH�FXVWRPV�VHUYLFH�OHG�WR�ODUJH�VFDOH�GLVPLVVDOV�RI�WKRVH�VXVSHFWHG�RI
LQYROYHPHQW�LQ�FRUUXSWLRQ��+RZHYHU��QHZ�OHJLVODWLRQ�WR�JLYH�SROLFH�QHFHVVDU\�WRROV�WR�DLG
LQYHVWLJDWLRQV�ZDV�QRW�DGRSWHG�SDUWO\�EHFDXVH�WKH�QHZ�1DWLRQDO�$VVHPEO\�GLG�QRW�EHJLQ�ZRUN�XQWLO
2FWREHU�������7KH�*29�FRQWLQXHG�WR�DWWHPSW�WR�FRQGXFW�DHULDO�LQWHUGLFWLRQ�RSHUDWLRQV�DJDLQVW�GUXJ
VPXJJOLQJ�DLUFUDIW�XQLODWHUDOO\�LQ������EXW�WKHVH�DFWLRQV�ZHUH�ODUJHO\�LQHIIHFWLYH��DOWKRXJK�DLU�WUDQVLWV
WKURXJK�9HQH]XHODQ�DLUVSDFH�E\�GUXJ�VPXJJOHUV�GHFUHDVHG�VLJQLILFDQWO\�GXULQJ�WKH�\HDU��

9HQH]XHOD�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�

,,��6WDWXV�RI�&RXQWU\

9HQH]XHOD�LV�ORFDWHG�RQ�D�PDMRU�URXWH�IRU�LOOHJDO�GUXJV�SURGXFHG�LQ�&RORPELD�DQG�GHVWLQHG�IRU�WKH�8�6�
DQG�(XURSH��0RVW�RI�WKH�GUXJV�DUH�VPXJJOHG�E\�ODQG�LQWR�9HQH]XHOD�DQG�WKHQ�FRQFHDOHG�LQ�FRPPHUFLDO
FDUJR�OHDYLQJ�PDMRU�9HQH]XHODQ�SRUWV��$LU�SDVVHQJHUV�DQG�FDUJR�RQ�FRPPHUFLDO�DLU�FDUULHUV�RQ�WKH�PRUH
WKDQ����IOLJKWV�D�GD\�WR�8�6��GHVWLQDWLRQV�DUH�DQRWKHU�PHDQV�RI�GUXJ�WUDQVLW��6PDOO�SULYDWH�DLUFUDIW�DQG
ERDWV�DUH�DOVR�XVHG�WR�FDUU\�GUXJV�WKURXJK�9HQH]XHODQ�DLUVSDFH�RU�WHUULWRULDO�ZDWHUV�WR�&DULEEHDQ
WUDQVVKLSPHQW�SRLQWV��'XULQJ�������LQYHVWLJDWLRQV�XQFRYHUHG�HYLGHQFH�RI�LQFUHDVLQJ�QXPEHUV�RI�ODUJH�
VFDOH�VKLSPHQWV�RI�FRFDLQH�WR�(XURSH�WKURXJK�9HQH]XHOD�

'UXJ�WUDIILFNLQJ�RUJDQL]DW LRQV�DOVR�XVH�9HQH]XHOD�DV�D�ORFDWLRQ�WR�GLYHUW�HVVHQWLDO�DQG�SUHFXUVRU
FKHPLFDOV�XVHG�LQ�WKH�SURGXFWLRQ�RI�LOOHJDO�GUXJV�LQ�GUXJ�VRXUFH�FRXQWULHV��DQG�XVH�9HQH]XHOD
V�PRGHUQ
ILQDQFLDO��UHDO�HVWDWH�DQG�WRXULVP�VHFWRUV�WR�ODXQGHU�GUXJ�SURILWV��7KH�*29�KDV�LQWURGXFHG�HIIHFWLYH
8�6��VW\OH�FXUUHQF\�WUDQVDFWLRQ�UHSRUWLQJ�UHTXLUHPHQWV�IRU�EDQNV��EXW�LQYHVWLJDWLRQ�DQG�SURVHFXWLRQ�RI
PRQH\�ODXQGHULQJ�LV�KDPSHUHG�E\�ODFN�RI�OHJLVODWLRQ�DQG�HIIHFWLYH�SROLFH�ZRUN�

6RPH�VSLOORYHU�RI�&RORPELDQ�FRFD�DQG�RSLXP�SRSS\�FXOWLYDWLRQ�KDV�WUDGLWLRQDOO\�RFFXUUHG�DORQJ�WKH
9HQH]XHODQ�ERUGHU�LQ�VSDUVHO\�SRSXODWHG�DUHDV��2QH�VPDOO��PRXQWDLQRXV�DUHD�DORQJ�WKH�QRUWKHUQ�SDUW
RI�WKH�ERUGHU�LV�XVHG�WR�JURZ�RSLXP�SRSS\�EXW�KHURLQ�SURFHVVLQJ�LV�FDUULHG�RXW�LQ�&RORPELD�DQG�WKH
SUREOHP�KDV�EHHQ�OLPLWHG�WR�D�FXOWLYDWLRQ�DUHD�RI�XQGHU����KHFWDUHV�E\�FRQWLQXHG�DJJUHVVLYH�HUDGLFDWLRQ
DQG�H[SXOVLRQ�DFWLYLWLHV�E\�WKH�9HQH]XHODQ�PLOLWDU\��'XULQJ�������WKH�*29�H[SUHVVHG�JURZLQJ�FRQFHUQ
DERXW�&RORPELDQ�FRFD�SODQWDWLRQV�RQ�9HQH]XHODQ�WHUULWRU\�DQG�WKH�PLOLWDU\�LQLWLDWHG�LQWHQVLILHG�PDQXDO
HUDGLFDWLRQ�RSHUDWLRQV�WDUJHWLQJ�WKHVH�DUHDV�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV

3ROLF\�,QLWLDWLYHV��'XULQJ�������WKH�1DWLRQDO�$QWLGUXJ�&RPPLVVLRQ��&21$&8,'��FRQWLQXHG
WR�LPSOHPHQW�D�IRXU�\HDU�QDWLRQDO�VWUDWHJLF�DQWLGUXJ�SODQ��&21$&8,'�IRFXVVHG�RQ
LPSURYLQJ�GHPDQG�UHGXFWLRQ�HIIRUWV�DQG�SROLFH�FRRUGLQDWLRQ��1HZ�OHJLVODWLYH�SROLF\



LQLWLDWLYHV�ZHUH�OLPLWHG�E\�WKH�IDFW�WKDW�WKH�1DWLRQDO�$VVHPEO\�PDQGDWHG�E\�WKH�QHZ
FRQVWLWXWLRQ�ZDV�HOHFWHG�LQ�-XO\�DQG�RQO\�EHJDQ�ZRUN�LQ�2FWREHU��+RZHYHU��DW�WKH�HQG�RI
�����WKH�1DWLRQDO�$VVHPEO\�EHJDQ�FRQVLGHUDWLRQ�RI�WKH�&KDYH]�$GPLQLVWUDWLRQ
V�SODQ�WR
FUHDWH�D�VLQJOH��QDWLRQDO�SROLFH�IRUFH��7KH�QHZ�IRUFH�LV�GHVLJQHG�WR�RYHUFRPH�SUREOHPV�RI
ULYDOU\��LQHIILFLHQF\�DQG�FRUUXSWLRQ�WKDW�KDYH�SODJXHG�H[LVWLQJ�ODZ�HQIRUFHPHQW
RUJDQL]DWLRQV��7KH�$GPLQLVWUDWLRQ�DOVR�SUHSDUHG�GUDIW�OHJLVODWLRQ�WR�LPSURYH�FKHPLFDO
SUHFXUVRU�FRQWURO�DQG�D�VHSDUDWH�ODZ�WR�VWUHQJWKHQ�FXUUHQF\�WUDQVDFWLRQ�UHSRUWLQJ
UHTXLUHPHQWV�IRU�FRQVLGHUDWLRQ�E\�WKH�$VVHPEO\�

7KH�*29�GHFLVLRQ�LQ������WR�PRQLWRU�DQG�WUDFN�RQ�LWV�RZQ�VXVSHFWHG�GUXJ�VPXJJOLQJ�DLUFUDIW�XVLQJ
9HQH]XHODQ�DLUVSDFH�RQ�WKHLU�ZD\�WR�RU�IURP�GUXJ�GHOLYHULHV�LQ�WKH�&DULEEHDQ�DQG�WR�SURKLELW�8�6�
DLUFUDIW�IURP�FDUU\LQJ�RXW�VXFK�RSHUDWLRQV�RYHU�9HQH]XHOD��OHG�WR�PDQ\�IOLJKWV�VXFFHVVIXOO\�HYDGLQJ
GHWHFWLRQ��:KLOH�WKH�9HQH]XHODQ�PLOLWDU\�FRQWLQXHG�WR�FRRSHUDWH�FORVHO\�ZLWK�8�6��IRUFHV�ZLWK�UHJDUG
WR�LQIRUPDWLRQ�RQ�VXVSHFW�DLUFUDIW�DQG�ODXQFKHG�WKHLU�RZQ�DLUFUDIW��DHULDO�LQWHUGLFWLRQ�HIIRUWV�ZHUH
ODUJHO\�XQVXFFHVVIXO��$Q�DSSDUHQW�FKDQJH�LQ�GUXJ�WUDIILFNLQJ�DLU�RSHUDWLRQV��KRZHYHU��OHG�WR�D�PDMRU
UHGXFWLRQ�LQ�VXFK�IOLJKWV�WKURXJK�9HQH]XHODQ�DLUVSDFH�LQ�WKH�VHFRQG�KDOI�RI�WKH�\HDU�

$FFRPSOLVKPHQWV��,Q�D�PDMRU�VWHS�IRUZDUG�IRU�ODZ�HQIRUFHPHQW�FRRSHUDWLRQ�LQ�������WKH
1DWLRQDO�*XDUG�EUDQFK�RI�WKH�9HQH]XHODQ�$UPHG�)RUFHV�MRLQWO\�FRQGXFWHG�DQ�H[WUHPHO\
FRPSOH[�RSHUDWLRQ�ZLWK�8�6��&XVWRPV��'($�DQG�(XURSHDQ�ODZ�HQIRUFHPHQW�RIILFLDOV�WR
EUHDN�XS�D�PDMRU�&RORPELDQ�QDUFRWLFV�VPXJJOLQJ�ULQJ�RSHUDWLQJ�LQ�9HQH]XHOD��7KH
RUJDQL]DWLRQ�KDG�EHHQ�UHVSRQVLEOH�IRU�VHYHUDO�PXOWL�WRQ�ORDGV�RI�FRFDLQH�VKLSSHG�LQ
IUHLJKWHUV�WR�WKH�8�6��DQG�(XURSH��)ROORZLQJ�DQ�LQWHQVLYH�VXUYHLOODQFH�DQG�PRQLWRULQJ
RSHUDWLRQ�ZLWK�WKH�IXOO�SDUWLFLSDWLRQ�RI�WKH�1DWLRQDO�*XDUG������WRQV�RI�FRFDLQH�ZHUH�VHL]HG�LQ
GLIIHUHQW�ORFDWLRQV�LQ�HDVWHUQ�9HQH]XHOD�LQ�-XO\�DQG�PRUH�WKDQ�WHQ�LQGLYLGXDOV�RI�YDU\LQJ
LPSRUWDQFH�LQ�WKH�RUJDQL]DWLRQ�ZHUH�DUUHVWHG��7ZR�WKLUG�FRXQWU\�QDWLRQDOV�ZKR�KHOSHG�UXQ
WKH�RUJDQL]DWLRQ�ZHUH�H[SHGLWLRXVO\�H[SHOOHG�WR�WKH�8�6��IRU�SURVHFXWLRQ��7KH�RWKHU
LQGLYLGXDOV�ZHUH�EURXJKW�WR�WULDO�DW�WKH�HQG�RI�WKH�\HDU�LQ�9HQH]XHODQ�FRXUWV�

&RRSHUDWLRQ�ZDV�DOVR�YHU\�JRRG�ZLWK�WKH�RWKHU�PDMRU�ODZ�HQIRUFHPHQW�ERG\�ZLWK�UHVSRQVLELOLW\�IRU
GUXJ�FDVHV�LQ�9HQH]XHOD��WKH�7HFKQLFDO�-XGLFLDO�3ROLFH��37-�� �,Q�D�ZLGH�YDULHW\�RI�FDVHV�LQYROYLQJ
KHURLQ�VPXJJOLQJ��FRFDLQH��PXOHV���DQG�XVH�RI�DLU�FDUJR�VKLSPHQWV��WKH�37-�ZRUNHG�FORVHO\�ZLWK�'($
DQG�VLJQLILFDQW�VHL]XUHV�DQG�D�QXPEHU�RI�DUUHVWV�UHVXOWHG�IURP�WKHVH�RSHUDWLRQV�

7KH�*29�HQKDQFHG�HIIRUWV�WR�FROOHFW�LQIRUPDWLRQ�WR�GHWHU�PRQH\�ODXQGHULQJ�LQ�������ZRUNLQJ�FORVHO\
ZLWK�EDQNV�DQG�RWKHU�ILQDQFLDO�LQVWLWXWLRQV�DQG�LQ�6HSWHPEHU�LQWURGXFHG�QHZ�UHJXODWLRQV�WKDW�IXUWKHU
VWUHQJWKHQHG�WKH�DOUHDG\�VWULQJHQW�FXUUHQF\�WUDQVDFWLRQ�UHSRUWLQJ�EDVHG�RQ�8�6��UHSRUWLQJ�UHTXLUHPHQWV�
&21$&8,'�LQLWLDWHG�VWHSV�WR�LPSOHPHQW�WKH�UHFRPPHQGDWLRQV�IURP�D�ODWH������HYDOXDWLRQ�RI
9HQH]XHODQ�ILQDQFLDO�FRQWUROV�E\�WKH�&DULEEHDQ�)LQDQFLDO�$FWLRQ�7DVN�)RUFH�

&21$&8,'�DOVR�LPSOHPHQWHG�QDWLRQ�ZLGH�SODQV�WR�LPSURYH�GRPHVWLF�GHPDQG�UHGXFWLRQ�SURJUDPV
LQFOXGLQJ�V\VWHPDWLF�HIIRUWV�WR�FROOHFW�GDWD�RQ�LOOHJDO�GUXJ�XVH�SDWWHUQV�DQG�ZRUN�RQ�FHQWUDOL]HG�DQG
UHJLRQDO�GUXJ�WUHDWPHQW�SURJUDPV�

7KH�*29�FRQWLQXHG�WR�EH�FRQFHUQHG�DERXW�VPDOO�FRFD�DQG�RSLXP�SRSS\�SODQWDWLRQV�RSHUDWHG�E\
&RORPELDQV�MXVW�LQVLGH�WKH�9HQH]XHODQ�ERUGHU��,QWHQVLILHG�PDQXDO�HUDGLFDWLRQ�RSHUDWLRQV�E\�WKH�DUPHG
IRUFHV�LQ������NHSW�WKLV�FXOWLYDWLRQ�WR�YHU\�OLPLWHG�DUHDV��,Q�ODWH������&21$&8,'�LQLWLDWHG�D
FRRUGLQDWHG�SODQ�WR�PHDVXUH�DQG�FDOLEUDWH�HUDGLFDWLRQ�SURJUDPV�WR�V\VWHPDWLFDOO\�FRXQWHU�WKLV�SUREOHP�
&21$&8,'�DOVR�FRQWLQXHG�WR�FRRUGLQDWH�LPSURYHG�FKHPLFDO�SUHFXUVRU�FRQWURO�PHFKDQLVPV�DQG
9HQH]XHOD�SDUWLFLSDWHG�LQ�RSHUDWLRQ��6HLV�IURQWHUDV��ZLWK�VL[�RWKHU�6RXWK�$PHULFDQ�FRXQWULHV��7KLV
RSHUDWLRQ��GHVLJQHG�WR�LPSURYH�UHJLRQDO�FRRSHUDWLRQ�WR�FRXQWHU�SUHFXUVRU�FKHPLFDO�GLYHUVLRQ��UHVXOWHG
LQ�WKH�VHL]XUH�RI�������OL WHUV�RI�WKH�FKHPLFDO�DFHWRQH��XVHG�LQ�WKH�SURGXFWLRQ�RI�FRFDLQH��DQG�WKH�DUUHVW
RI�WZR�LQGLYLGXDOV�IRU�GLYHUVLRQ�LQ�9HQH]XHOD�

/DZ�(QIRUFHPHQW�(IIRUWV��9HQH]XHODQ�ODZ�HQIRUFHPHQW�DXWKRULWLHV�VHL]HG�DSSUR[LPDWHO\
���PHWULF�WRQV�RI�FRFDLQH�LQ�������7KLV�ILJXUH�VKRZV�D�WUHQG�RI�LQFUHDVHG�VHL]XUHV�RYHU
SUHYLRXV�\HDUV�DQG�GHPRQVWUDWHV�FRQWLQXHG�FRPPLWPHQW�E\�9HQH]XHODQ�ODZ�HQIRUFHPHQW�
7KH�QXPEHU�RI�DUUHVWV�RI�LQGLYLGXDOV�IRU�GUXJ�UHODWHG�RIIHQVHV�GURSSHG�VLJQLILFDQWO\�LQ�����
ODUJHO\�EHFDXVH�RI�GLIILFXOWLHV�ZLWK�WKH�LPSOHPHQWDWLRQ�SURFHVV�IRU�WKH�QHZ�SHQDO�FRGH�WKDW
FRQWLQXHG�WKURXJKRXW�WKH�\HDU�

7KH�DPRXQW�RI�KHURLQ�VHL]HG�LQFUHDVHG�LQ������WR�����NLORJUDPV��IURP�WKH�SUHYLRXV�\HDU
V�ILJXUH�RI���
NLORJUDPV��,Q�RQH�LQGLFDWLRQ�RI�LQFUHDVHG�FRRSHUDWLRQ��LQ������'($�ZRUNHG�PRUH�WKDQ����GUXJ�FDVHV
ZLWK�9HQH]XHODQ�ODZ�HQIRUFHPHQW�DXWKRULWLHV�DV�FRPSDUHG�WR�RQO\����FDVHV�LQ������



9HQH]XHODQ�ODZ�HQIRUFHPHQW�DXWKRULWLHV�FRQWLQXHG�WR�IRFXV�GUXJ�LQWHUGLFWLRQ�HIIRUWV�DW�ERUGHU�HQWU\
SRLQWV��DLUSRUWV�DQG�VHDSRUWV��,Q�������2SHUDWLRQ�2ULQRFR�DQG�RWKHU��VPDOOHU�VFDOH�LQYHVWLJDWLRQV
SURYLGHG�HYLGHQFH�RI�*29�LQWHUHVW�LQ�GLUHFWLQJ�HIIRUWV�DW�EUHDNLQJ�XS�WUDIILFNLQJ�RUJDQL]DWLRQV
RSHUDWLQJ�LQ�9HQH]XHOD��&21$&8,'�SOD\HG�D�OHDGHUVKLS�UROH�DV�WKH�FRRUGLQDWRU�RI�WKH�QDWLRQDO
DQWLGUXJ�VWUDWHJ\ �DQG�ZRUNHG�ZLWK�ODZ�HQIRUFHPHQW�DQG�WKH�PLOLWDU\�WR�LPSURYH�DQWL�PRQH\�ODXQGHULQJ
HIIRUWV��FKHPLFDO�SUHFXUVRU�FRQWURO��DQG�HUDGLFDWLRQ�RI�LOOHJDO�GUXJ�FXOWLYDWLRQ��/DZ�HQIRUFHPHQW
DFWLYLWLHV�ZHUH�KDPSHUHG�LQ������E\�FRQWLQXHG�UHRUJDQL]DWLRQV�DQG�JRYHUQPHQW�ZLGH�DXVWHULW\
PHDVXUHV�LQWURGXFHG�E\�WKH�&KDYH]�$GPLQLVWUDWLRQ�DV�SDUW�RI�D�PRYH�WR�UHGLUHFW�JRYHUQPHQW�VSHQGLQJ
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&RQWURO�&RPPLVVLRQ���9HQH]XHOD�ZDV�D�NH\�SDUWLFLSDQW�LQ�KHPLVSKHULF�HIIRUWV�WR�GHYHORS�D�PXOWLODWHUDO
HYDOXDWLRQ�PHFKDQLVP�WR�LPSURYH�DQWLGUXJ�FRRSHUDWLRQ��7KH�*29�DOVR�SDUWLFLSDWHG�LQ�WKH�&DULEEHDQ
)LQDQFLDO�$FWLRQ�7DVN�)RUFH�DQG�RWKHU�DQWL�PRQH\�ODXQGHULQJ�RUJDQL]DWLRQV��,Q�'HFHPEHU������
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The Road Ahead. Venezuela will continue to be vulnerable to drug flows from
Colombia and related problems such as money laundering as that country's
production increases and with the implementation of the Plan Colombia initiative
against drug production. The GOV plans to intensify its efforts to combat



corruption but is also committed to reorganization of its law enforcement agencies
in order to more effectively counter any spillover. The GOV is also committed to
participation in regional approaches to the drug problem which can be the basis
for considerable success against drug trafficking organizations. The USG will
continue to work with the GOV in the context of these regional efforts and to
expand law enforcement cooperation to counter narcotics related activities in
Venezuela.

Venezuela Statistics
(1992-‐‑2000)
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Belize
I. Summary

Belize was removed from the list of major drug-‐‑transit countries in 1999 chiefly because of declining
estimates of the amounts of drugs transiting there en route to the United States and Mexico, but also due to
modest drug seizures over the last three years. Evidence in 2000 did not support a finding that drugs entering
the United States from Belize were in an amount sufficient to have a significant effect on the United States.
However, Belize's topography and geographic proximity to Mexico and the western Caribbean drug transit
routes make it a logical transshipment point for drugs earmarked for delivery to the United States. Therefore, it
remains a country of concern.

The Government of Belize (GOB) recognizes this possibility and works closely with the United States on
narcotics control and other international crime issues, primarily through the efforts of the Belize Police
Department (BPD), the Belize Defense Force (BDF), and the fledgling Maritime Anti-‐‑Drug Unit. During the past
year, the GOB has increased the size and improved the structure of the BPD, built new and renovated old police
stations, and enhanced police equipment and training. Several training programs have been implemented to
help the BPD improve its professionalism and capabilities. Belize is a party to the 1988 UN Drug Convention.

II. Status of Country
Belize has a population of approximately 250,000 and a land mass of 8,866 square miles. Contiguous borders
with Guatemala and Mexico, large tracts of unpopulated jungles and forested areas, a lengthy unprotected
coastline, hundreds of small cayes, and numerous navigable inland waterways, combine with Belize's
rudimentary infrastructure to make Belize a potentially significant transshipment point for illicit drugs.

III. Country Actions Against Drugs in 2000
Policy Initiatives. During the year, the GOB created an Anti-‐‑Drug Unit within the BPD. This initiative marks the
first time a law enforcement unit has been dedicated solely to counternarcotics. The GOB authorized the on-‐‑
site collaboration of a U.S. law enforcement officer with the new counternarcotics Anti-‐‑Drug Unit. U.S. law
enforcement training and technical assistance will assist the continued operations of the unit. DOJ/DEA
personnel vetted members of this new unit.

The GOB also created the National Drug Abuse Control Council (NDAAC), which developed the nation's first
comprehensive drug control strategy with the assistance of the Organization of American States and the
European Union. The Ministry of National Security finalized the initial draft of the strategy in 2000. Revisions
are pending.

The GOB fully participated in joint counternarcotics operations with the USG, such as Central Skies and
Regional Aerial Reconnaissance and Eradication (RARE) missions. Throughout the year, the GOB also carried
out its own independent counternarcotics operations.

Accomplishments. According to GOB statistics, in the last year the GOB increased the size of the police
department by five percent to 825 officers. The GOB also renovated dozens of police stations country-‐‑wide,
trained approximately 25 percent of the police force, and acquired equipment and uniforms for enforcement
personnel. The GOB and the U.S. signed an Overflight Protocol to the 1992 Maritime Counterdrug Agreement
in April, an Extradition Treaty in August, and a Mutual Legal Assistance Treaty (MLAT) in September. The
Maritime Agreement is now in force. The extradition treaty, which will mandate the extradition of nationals,
has been ratified by both Belize and the U.S., and will enter into force in the near future, as soon as
instruments of ratification have been exchanged. The GOB is in the process of ratifying the MLAT. Until the
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new extradition treaty enters into force, the U.S. and Belize will continue to operate under the 1972 U.S.-‐‑UK
Extradition Treaty, which applies to Belize. That treaty permits, but does not require, the extradition of
nationals, and the GOB has extradited its nationals in the past.

Illicit Cultivation/Production. In the first ten months of 2000, 143,000 marijuana plants were eradicated
manually in Belize. Illicit cultivation of marijuana continues to occur in Belize but at reduced levels from the
widespread cultivation of a decade ago, when Belize was ranked fourth in worldwide marijuana production.
There is no available evidence that marijuana cultivated in Belize has a significant effect on the U.S. Although it
is much less prevalent than it was in years past, marijuana remains the most popularly grown drug crop in
Belize. Despite their limited resources, the BDF and BPD routinely conduct manual marijuana eradication
missions involving, at times, modest-‐‑sized fields, ranging from 500 to several thousand plants.

Because of environmental concerns, the GOB does not allow spray missions for the eradication of marijuana.
However, it continues to cooperate with and encourage RARE operations. Such missions are followed by BPD
and BDF manual eradication of marijuana fields and seedlings, which the GOB views as effective and more
environmentally sound.

There are indications that marijuana cultivation is up slightly from last year. Typically, marijuana fields are
located in remote regions, far from the homes of the cultivators, so even though thousands of plants were
destroyed in various locations, few attendant arrests were made.

Precursor Chemical Control. There is no evidence of traffic in precursor chemicals in Belize. Almost no
industry in Belize requires the use of precursor chemicals. However, the GOB in support of the 1988 UN Drug
Convention has developed a precursor chemical program. There is no evidence of the production of drugs,
other than the cultivation of marijuana, in Belize.

Money Laundering. Money laundering is a potential threat to Belize because of its growing offshore financial
sector. (For additional information see the Money Laundering Section).

Asset Seizure. GOB law permits the seizure of assets connected to drug trafficking but to date, none have
been seized. Negotiations to implement an International Asset Sharing program in Belize have stalled.

Domestic Programs/Demand Reduction. GOB demand reduction efforts are coordinated by NDACC, which
provides drug abuse education, information, counseling, rehabilitation, and outreach. NDACC also operates a
public commercial campaign, complete with radio advertisements and billboards, designed to dissuade youths
from using drugs. This year, NDACC developed the nation's first comprehensive drug control strategy with the
assistance of the Organization of American States and the European Union. The Ministry of National Security
finalized the initial draft of the strategy in 2000.

Law Enforcement Efforts. Seizures of cocaine, including crack, in 2000 declined 35 percent from the previous
year to 13 kilograms. The authorities also seized 203.3 kilograms of cannabis in 2000. While Belize is a
potential transit zone for cocaine, little evidence to confirm the passage of large shipments of cocaine through
Belizean waters, except for the occasional single kilogram cocaine packages that wash ashore. Though
building its capability, the GOB lacks adequate resources to pursue major maritime interdiction efforts.
However, its efforts to eradicate marijuana have been largely successful. The GOB's most serious internal drug
problem in Belize is rooted in drug-‐‑associated criminality. The newly created Anti-‐‑Drug Unit is dedicated
solely to handling counternarcotics cases and conducts operations throughout the year. Obtaining convictions
remains troublesome as the Office of the Public Prosecutor remains under-‐‑trained, under-‐‑paid, and poorly
equipped. In 2000, the authorities made 2,072 drug-‐‑related arrests or detentions.

Corruption. In April 1999, the GOB created an Office of the Ombudsman, which can independently investigate
allegations of wrongdoing. The police also have an internal affairs investigator charged with handling
complaints against police officers. However, there have been no test cases during the tenure of the current
Commissioner of Police.

Agreements and Treaties. Belize has been a party to the 1988 UN Convention since 1996. In March 1997,
Belize ratified a stolen vehicles treaty with the U.S. In September 1997, the GOB signed the National Crime
Information Center Pilot Project Assessment Agreement, which allows for the sharing of information and data
between the U.S. and Belize. In 1992, Belize set the standard for maritime counterdrug cooperation in the
region by signing the first Maritime Counterdrug Agreement with the U.S. The GOB and the U.S. signed an
Overflight Protocol to the 1992 Maritime Agreement in April 2000, a new Extradition Treaty in August and an
MLAT in September.

Drug Flow/Transit. Maritime routes along Belize's lengthy coastline, remote border crossings, and navigable
inland waterways are the suspected means for trafficking narcotics through Belize to Mexico, Guatemala, and
the U.S. Because of limited seizures of cocaine during the past three years, transit patterns have been difficult
to verify.



IV. U.S. Policy Initiatives and Programs
U.S. Policy Initiatives and Bilateral Cooperation. The U.S. strategy in Belize continues to focus on assisting
the GOB to develop a sustainable infrastructure, which will allow it to combat its drug problems effectively. In
2000, U.S. support included equipment and training for several units of the police department. U.S.
counternarcotics and law enforcement assistance focused on renovating the Belize City Police Station,
constructing the Joint Intelligence Coordination Center (JICC), and establishing the new anti-‐‑money laundering
unit. The U.S. provided equipment and training to the police canine unit, the rapid response force, and the
JICC. The U.S. Coast Guard and the U.S. military responded to GOB requests for training and logistics support
for counternarcotics activities.

The Road Ahead. With trafficking routes constantly in flux, the potential remains for Belize to become a
significant transshipment point for marijuana, cocaine, crystal methamphetamine, and heroin. Marijuana
cultivation continues to require monitoring and periodic eradication. After two years in power, the People's
United Party continues to rank combating drug trafficking and associated crime as a top priority. U.S. support
will focus on building maritime capabilities, supporting police counternarcotic units, and improving Belize's
administration of justice.

Canada
I. Summary

Canada, like the United States, is primarily a drug-‐‑consuming country. It produces large amounts of high
tetrahydrocannabinol (THC) content marijuana cultivated in indoor, increasingly-‐‑hydroponic operations, much
of which is shipped to the U.S. International drug traffickers attempt to route drug shipments, primarily heroin,
cocaine and MDMA (ecstasy), through Canada to the U.S. to take advantage of the long and open Canada-‐‑U.S.
border, the massive flow of legitimate containerized commerce, and the lower criminal penalties compared
with the U.S. Canada is in the process of strengthening its laws and regulations on money laundering and
chemical diversion to bring them into compliance with international standards.

The GOC's drug control strategy emphasizes drug abuse prevention and treatment. The law enforcement
component emphasizes action against organized crime. Canadian law enforcement officials cooperate closely
and actively with their U.S. counterparts on narcotics investigations and interdiction efforts. Canada is a party
to the 1988 UN Drug Convention and participates actively in international drug control efforts.

II. Status of Country
Narcotics production, distribution, and use are illegal in Canada. Drugs are smuggled into Canada for domestic
use and for transshipment to the U.S. or Europe, and vice versa. Canadian and U.S. law enforcement agencies
take this shared problem very seriously, particularly with respect to Asian-‐‑sourced heroin, and continue to
explore more effective ways to confront it. Since neither government has precise estimates of the amount of
illicit drugs transshipped through Canada to the U.S. or from the U.S. to Canada, they are undertaking a
comprehensive joint study.

Cocaine, hashish, and Asian heroin continue to enter North America predominantly by sea containers, but also
by air and over land. Major ports of entry include Vancouver, Montreal, and Halifax, as well as Toronto's
Pearson Airport. Given the long and open U.S.-‐‑Canada border, Canada will continue to be targeted by
smugglers for potential transit points to and from the U.S. market. U.S. and Canadian law enforcement
coordinate closely at all levels to curb trafficking, but recognize that constant vigilance is required. Though the
Government of Canada (GOC) is taking steps to address them, money laundering and chemical diversion are
also problems in Canada.

While Canada has a relatively low crime rate compared with other countries in the Western Hemisphere, drug
trafficking by organized crime has been identified by Canadian law enforcement as a serious problem.
Toronto, Canada's largest city, has experienced growing problems with organized criminals from Asia and
Russia. Asian-‐‑based ethnic groups dominate the heroin trade, alien smuggling, and credit card fraud, which
are aimed at the United States as well as Canada. Vancouver, which also has significant Asian gang activity,
now suffers from epidemic drug abuse with nearly one death per day from drug overdoses. Criminal
motorcycle gang activity, including methamphetamine trafficking, appears to be on the rise nationwide.

According to the Royal Canadian Mounted Police (RCMP), Colombian and Italian-‐‑based organized crime and
outlaw motorcycle gangs appear to be the single most active criminal groups importing cocaine, though others
are involved as well. Shipments arrive via mothership, marine containers, and occasionally by clandestine
flights. The RCMP estimates that between 50-‐‑100 tons of foreign marijuana, at least 100 tons of hashish (plus
six tons of liquid hashish), 15-‐‑24 tons of cocaine and at least one ton of heroin are imported into Canada each
year, producing up to CAN $4 billion in wholesale profits and CAN $18 billion in street-‐‑level profits.



Canada's drug strategy, the third in a series of five-‐‑year plans, was issued in 1998. The strategy is
comprehensive, addressing all of the foregoing problems. Only approximately 30 percent of its
counternarcotics efforts and resources is devoted to law enforcement, however, with the remainder focused on
domestic demand reduction. Building on stronger antidrug legislation passed in 1997, the Canadian drug
strategy calls for a new targeting imperative on organized crime by the Solicitor General's Office.

III. Country Actions Against Drugs in 2000
Policy Initiatives. Recognizing that Canada's large and diverse financial sector, unprotected by mandatory
reporting requirements for suspicious transactions, had become an attractive venue for international money
launderers, the GOC passed control legislation in 1999 in response to recommendations of the Financial Action
Task Force (FATF). The GOC expects to have the Financial Transactions and Report Analysis Center that the law
requires fully operational by mid-‐‑2001. The GOC has also tasked Health Canada with developing regulations
on precursor chemicals.

Accomplishments. In 2000 (as of November 30), Canadian authorities made 12,186 drug-‐‑related arrests
(compared with 12,541 in 1999).Canadian law enforcement efforts, often in cooperation with U.S.
counterparts, resulted in the interdiction of numerous large-‐‑scale narcotics shipments and the wholesale
disruption of trafficking organizations. In November 2000, in a joint investigation, several traffickers and
airline employees were arrested for using Pearson Airport in Toronto to ship drugs from South America to
Canada. On June 13 the RCMP arrested 45 traffickers involved in an organized ring transporting marijuana
from Ontario and Quebec to New York via the Akwesasne Reservation.

Canadian authorities several times seized large caches of heroin. On June 11, 1,100 grams were seized in
Vancouver, British Columbia. On September 2, 99 kilograms from a container arriving from the People's
Republic of China were seized in Vancouver, British Columbia. Fifty-‐‑seven kilograms hidden within a shipment
of preserved duck eggs, together with 17 kilograms of MDMA were seized in Toronto, Ontario on September 4.
Six hundred grams were seized from a courier on a flight from Frankfurt, Germany to Toronto on September
29. The courier resided in Detroit, Michigan.

Canadian authorities made significant drug seizures throughout the year, principally at airports and seaports,
many as a result of joint investigations with the U.S. Drug Enforcement Administration. Joint investigations
involving the RCMP and DEA resulted in the seizure of several cocaine shipments of 1,000 and 1,206 kilograms
in Florida and the Bahamas organized by traffickers in Toronto and destined for locations in the U.S. and
Canada. Traffickers went to considerable lengths to evade detection; one 48 kilogram cocaine shipment was
discovered in a container arriving from South Africa to Vancouver, British Columbia.

Canadian authorities seized large caches of cannabis and hashish, e.g., approximately ten tons of hashish were
seized in January 2000 from a container arriving in Montreal from Dubai. Another ten tons of hashish bound
for Montreal was seized in Newark by the DEA. Both shipments were organized by Canadian based trafficking
organizations. In July, 1,000 kilograms of hashish and 22 kilograms of hash oil were seized at a home in
Blainville, Quebec. In Montreal, another 200 kilograms of hashish were discovered in a container arriving from
the Netherlands and 171 kilograms were found in Ontario. Canadian authorities seized numerous MDMA
(ecstasy) shipments arriving from such destinations as the Netherlands and Bulgaria, and closed several
laboratories, including a residential lab in Ontario with an estimated production capacity of 400,000 dosage
units.

Based on information provided by a chemical supply house in the Toronto area concerning a suspicious
purchase of hydriodic acid, a precursor chemical for producing methamphetamine, the RCMP conducted a
successful investigation against a methamphetamine trafficking group. Working with DEA, the RCMP arrested a
trafficker and seized a cache of methamphetamine precursors. The defendant was a U.S. parole violator with
close ties to the California Hells Angels.

Law Enforcement Efforts. During 2000, Canadian authorities continued to implement the five-‐‑year antidrug
strategy issued in 1998. The strategy recognizes the growing threat from transnational organized crime,
particularly narcotics traffickers, and directs a concerted effort against it. In 2000, the GOC increased funding
to fight organized crime, largely through enhanced intelligence.

While the RCMP has mounted effective operations against narcotics and other criminal organizations, Canadian
courts have been reluctant to impose tough prison sentences reflecting a widespread view that drugs are a
"victimless" crime and should be treated primarily as a health issue. The Canadian Supreme Court has
questioned the legality of police involvement in "sting"-‐‑type operations, undercover "buys" and other
techniques now commonly used around the world in drug investigations, largely on privacy grounds, as a
potential violation of the 1982 Canadian Charter of Rights and Freedoms.

Corruption. Canada holds its officials and law enforcement personnel to very high standards of conduct and
has strong anticorruption controls in place. Government personnel found to be engaged in malfeasance of any



kind are removed and subject to prosecution.

Agreements and Treaties. Canada is a party to the 1988 UN Drug Convention. The U.S. and Canada have
numerous long-‐‑standing agreements on law enforcement cooperation, including extradition and mutual legal
assistance treaties, a customs mutual assistance agreement, and an asset sharing agreement. In 1998, the
RCMP became the first foreign law enforcement organization to be afforded access to the El Paso Intelligence
Center (EPIC), the USG's tactical drug intelligence center.

Canada actively participates in international antidrug fora including: the UNDCP, the Inter-‐‑American Drug
Abuse Control Commission of the Organization of American States (CICAD), the Dublin Group, the Financial
Action Task Force, and other groups. It is also an active participant in the Multilateral Evaluation Mechanism
(MEM), a hemispheric peer review system to evaluate each member state's antidrug strategies and efforts.
Canada chaired the negotiation process that designed the MEM. The GOC is a major contributor to both the
UNDCP and CICAD, both in funding and technical support. It was among the first signatories to the UN
Convention Against Transnational Organized Crime and its protocols on trafficking in persons and smuggling
of migrants, which were approved in December.

Cultivation and Production. Cannabis products continue to be the drug of choice among Canadian drug
users. Both hashish and marijuana are readily available and widely consumed among drug users. Marijuana
growers are turning away from conventional outdoor cultivation to utilize greenhouses or hydroponic facilities.
Indoor growing facilities have increased the tetrahydrocannabinol (THC) level of hydroponic marijuana
(estimated to be between 10-‐‑20 percent), and hydroponic marijuana is in demand by Canadian and U.S.
consumers. The increase in demand coupled with high profits from sales, low start up costs and ease of
operation have made marijuana cultivation attractive to criminal groups, particularly organized motorcycle
gangs, which have affiliates in major metropolitan areas such as Vancouver, Toronto and Montreal. Unlike the
United States, hashish also finds a broad market in Canada.

According to Canadian authorities, marijuana cultivation in British Columbia is a sophisticated, one billion-‐‑
dollar-‐‑a-‐‑year growth industry with a sizeable amount of the harvest being smuggled into the U.S. A pound of
high-‐‑grade marijuana smuggled into California will sell for 600 percent of its wholesale value in British
Columbia. U.S.-‐‑produced marijuana is also imported into Canada, although the amount is not known.

During 2000, Canadian authorities cracked down on the production of MDMA, PCP and GHB. A number of
clandestine MDMA laboratories have been located in major population areas including Toronto, Vancouver and
Montreal. Outlaw motorcycle gangs and other Montreal criminal groups specialize in the manufacture of
"ecstasy" MDMA/PPMA. Recent search warrants targeting outlaw motorcycle gangs have recovered large
quantities of MDMA along with cocaine. Laboratories manufacture from one to five kilograms at a time, with a
yield of approximately 10,000 tablets per kilogram. PCP manufacturing mostly occurs in or near Quebec City in
laboratories managed by outlaw motorcycle gangs. GHB manufacturing also takes place in the Toronto area.
Manufacturing of GHB and other synthetic drugs is relatively simple and two companies in Quebec and Ontario
offer complete manufacturing kits on the Internet.

Domestic Programs. Based on Canadian government estimates, there are approximately 1,000,000 drug users
in Canada, including some 250,000 cocaine addicts and 40,000 heroin addicts. Canada emphasizes demand
reduction in its drug control strategy and, along with non-‐‑governmental organizations, offers extensive drug
abuse prevention programs. The focus on prevention is considered a more cost-‐‑effective intervention. There
are substantial regional differences in the patterns of drug abuse. For example, Vancouver struggles with
heroin overdose deaths while Native American communities in the prairie provinces are plagued with propane
and glue-‐‑sniffing.

IV. U.S. Policy Initiatives and Programs
Bilateral Cooperation. Canadian and U.S. law enforcement have an extensive cooperative relationship, perhaps
the closest and most productive of our international partnerships. Strong cooperation exists not only at the
federal level, bilaterally and multilaterally, but at the state and local level as well. The principal bilateral
cooperative forum is the annual Cross-‐‑Border Crime Forum which engages policymakers in a joint effort to
guide that relationship and to enhance coordination. Its working groups continue to identify areas and
priorities, such as intelligence sharing, where we can better advance our common goals. Operation North Star
is an ongoing mechanism for operational coordination. The two governments have a broad array of
agreements in place to facilitate legal cooperation, such as the extradition and mutual legal assistance (MLAT)
treaties, and an information sharing agreement between the U.S. DEA and the RCMP. Canada is by far the
United States' principal extradition partner.

To further enhance this unparalleled relationship, the USG is committed to:

supporting Canadian efforts to strengthen legislation and regulatory practices consistent with
international standards and practices;



maintaining and expanding two-‐‑way intelligence sharing;
maintaining and expanding professional exchanges and cooperative training activities between our law
enforcement agencies; and
maintaining joint cross-‐‑border investigations and operations.

The Road Ahead. The United States looks forward to continuing its already excellent law enforcement
partnership with Canada at both the bilateral and international level. The GOC has taken and continues to take
important steps to enhance the capabilities of Canadian law enforcement to confront the growing threat of
international organized crime, drug trafficking and money laundering in Canada. However, sentencing
guidelines, together with stronger judicial and public support, would increase the impact of the GOC's law
enforcement efforts and create a stronger deterrent to transnational crime.

Costa Rica
I. Summary

Costa Rica is a transshipment point for the smuggling of cocaine and heroin from South America to the United
States and Europe. Although Costa Rica is not a major transit country for drugs coming to the United States, it
remains a country of concern to the U.S. The bilateral Maritime Counterdrug Cooperation Agreement, which
entered into force in late 1999, has improved the ability of the United States and Costa Rica to combat
maritime drug smuggling. In 2000, Costa Rica enacted legislation to establish a professional coast guard
service. Costa Rica is a party to the 1988 UN Drug Convention.

II. Status of Country
Costa Rica's strategic location on the Central American isthmus makes the country an attractive transshipment
and staging area for shipments of South American-‐‑produced cocaine and heroin destined for the United States
and Europe. Enhanced land interdiction capabilities caused drug traffickers to abandon traditional overland
routes and redirect their illicit cargo to points north via maritime and air assets. Cocaine seizures by Costa
Rican authorities fell for a second year in 2000 compared to the record seizures of 1997-‐‑98. Legislation
enacted in May 1998 addressed many of the major loopholes in the Costa Rican banking system and created a
Financial Investigative Unit (FIU). Costa Rica does not produce controlled precursor or essential chemicals. The
importation and distribution of such chemicals and prescription drugs are subject to a stringent governmental
licensing process. Costa Ricans are increasingly concerned over local consumption of illicit narcotics,
particularly crack cocaine, and the violent crimes associated with drug use and trafficking. The GOCR's
adoption of strict antidrug measures is an attempt to meet the serious threats posed by narcotics trafficking.
Resource limitations continue to constrain enforcement.

III. Country Actions Against Drugs in 2000
Policy Initiatives. The GOCR was the first Central American country to sign a comprehensive six-‐‑part bilateral
Maritime Counterdrug Cooperation Agreement with the U.S. The Costa Rican Legislative Assembly passed the
Coast Guard Professionalization Law in May 2000. This law establishes an autonomous budget with higher
salaries and addresses personnel professionalization through increased requirements for admission to the
soon-‐‑to-‐‑be established Coast Guard Academy and institutes officer and enlisted career tracks. Under the new
law, the Coast Guard is responsible for maritime law enforcement operations (counternarcotics, fisheries,
immigration, and arms trafficking), protection of natural resources, port security, and maritime search and
rescue.

Proposed legislation currently under consideration in the Legislative Assembly would create a Costa Rican
Counternarcotics Institute, which would facilitate coordination of the GOCR's efforts in counternarcotics
intelligence, demand reduction, asset seizure, and precursor chemical licensing. The legislation would expand
current money laundering measures to include offenses that are not strictly narcotics-‐‑related (for additional
information please money laundering section). Furthermore, the proposed legislation would address identified
gaps in the internal control of precursor and essential chemicals.

Implementation of the Criminal Procedures Code, enacted in January 1998, has enhanced cooperation between
the Judicial Investigative Police and the Public Prosecutor's Office.

Accomplishments. Relations between U.S. law enforcement agencies and GOCR counternarcotics
organizations, including the Judicial Investigative Police Narcotics Section and the Ministry of Public Security
Drug Control Police, remain close and productive, resulting in regular information sharing and joint operations.
Costa Rica hosted four joint operations under the auspices of the USG-‐‑coordinated regional operation known
as "Central Skies-‐‑Operation Chokehold." Central Skies Operations have resulted in the destruction of over 4.2
million marijuana plants to date. Helicopters and aircrews of Joint Task Force Bravo deployed from Soto Cano
Air Base, Honduras, supported these eradication operations. Additionally, the maritime component of these



joint operations has resulted in 235 boardings, seizure of 30 kilograms of cocaine and two go-‐‑fast vessels, the
first successful prosecution of a maritime pollution case, detention of six vessels for illegal fishing, and the
integration of the Air Surveillance Section of the Ministry of Public Security for counterdrug detection and
monitoring flights.

The Drug Department of the Ministry of Public Health operates an effective program to license the import and
distribution of precursor and essential chemicals and prescription medicines. It is currently seeking to improve
the control of the re-‐‑sale of precursors within Costa Rica, as well as re-‐‑exportation.

Law Enforcement Efforts. The primary counternarcotics agencies in Costa Rica are the Judicial Investigative
Police, under the Supreme Court, and the Ministry of Public Security's Drug Control Police. The Judicial
Investigative Police operate a small, but highly professional, Narcotics Section that specializes in investigating
international narcotics trafficking. The Drug Control Police investigate both domestic and international drug
smuggling and distribution and is responsible for airport interdiction as well as land-‐‑based interdiction at the
primary ports of entry. Both entities routinely conduct complex investigations of drug smuggling
organizations, resulting in arrests and the confiscation of cocaine using the full range of investigative
techniques permitted under the country's progressive antidrug statutes, including use of wiretaps, controlled
deliveries, and undercover agents. Information obtained during investigations by GOCR judicial authorities
displays evidence that use of Costa Rica's wiretap law has disrupted criminal organizations, making those
organizations increasingly more guarded in their communications and more likely to use pay telephones or
pre-‐‑paid cards and to switch cellular phones on a more frequent basis. Evidence gathered under the Costa
Rican wiretap law has also facilitated narcotics prosecutions in the United States.

Costa Rica does not have an expeditious asset forfeiture procedure. Current law does not put the burden of
proof on the defendant to prove legitimate purchase of assets. The development of a comprehensive asset
forfeiture procedure would facilitate law enforcement efforts and could potentially provide the GOCR with a
much-‐‑needed source of income and/or assets in support of such efforts.

Corruption. President Rodriguez has worked to deter corruption among public officials. U.S. law enforcement
agencies consider the public security forces to be full partners in counternarcotics investigations and
operations with little or no fear of compromise to on-‐‑going cases. The Minister of Public Security dismissed 21
personnel from the maritime service for corruption and incompetence following the recent passage of the
Coast Guard Professionalization Law.

Agreements and Treaties. The six-‐‑part bilateral Maritime Counterdrug Cooperation Agreement is the most
comprehensive agreement of its kind in the region. The agreement is designed to promote closer cooperation
in the interdiction of maritime smuggling. At the same time the Maritime Agreement was signed, the U.S. and
Costa Rica also signed a Memorandum of Understanding (MOU) on Maritime Cooperation and Assistance. The
United States agreed in the MOU to take steps toward securing equipment, and technical and training
assistance for the Costa Rican Coast Guard. The GOCR and the Netherlands are co-‐‑sponsoring an effort to
establish a regional maritime counterdrug agreement for Caribbean and Central American countries. The draft,
based on a Costa Rican model of the USG six-‐‑part maritime agreement, is being circulated among interested
countries for review. Formal negotiations began in 2000.

Both the U.S. and Costa Rica have ratified the bilateral Stolen Vehicles Treaty concluded in 1999. The U.S.-‐‑
Costa Rican extradition treaty entered into force in 1991. Although Costa Rican law does not permit the
extradition of nationals, the treaty is used on a regular basis to extradite non-‐‑Costa Rican national. Costa Rica
is a party to the 1988 UN Drug Convention and all other UN narcotics agreements. Costa Rica and the U.S. are
also parties to bilateral drug information and intelligence sharing agreements dating from 1975 and 1976.
Costa Rica is a member of the Caribbean Financial Action Task Force and the Egmont Group.

Cultivation and Production. Cannabis cultivation is relatively small-‐‑scale and generally found in remote
mountainous areas near the Panamanian border, in the Caribbean region near Limon and Talamanca, and the
Valle del General on the southern Pacific coast. Such cultivation is sometimes intermixed with legitimate crops.
There is no evidence of the export of cannabis from Costa Rica. Costa Rica does not cultivate other illicit
drugs. No clandestine cocaine laboratories have been detected in Costa Rica since 1986.

Drug Flow and Transit. Overland shipments of illicit narcotics transiting Costa Rica are more likely to be
transported in smaller vehicles than in the tractor-‐‑trailers that drug traffickers used before 1999. Historically,
overland shipments would proceed to San Jose for temporary storage prior to consolidation or re-‐‑packing for
transit northward. Current information indicates that such shipments are being moved directly from the
southern to the northern border as quickly as possible, and then are being passed into Nicaragua. The recent
trend of trafficking narcotics by maritime routes has continued. The narcotraffickers avoid overland routes by
using go-‐‑fast vessels to transport drugs by way of the Pacific Ocean and Caribbean. Costa Rican internal drug
use is mostly limited to marijuana, cocaine, and crack. However, the club drug MDMA, also known as ecstasy,
is available and increasing in popularity among young adults. LSD has also been detected. The dramatic
decline in the availability of cocaine at the street level, as reported last year by the Judicial Investigative Police,



appears to be a sustained trend with street prices for cocaine continuing to rise. This can partially be
attributed to the current preference by traffickers of directing their shipments into Guatemala and Mexico,
avoiding the rest of the isthmus.

Demand Reduction. Costa Ricans have become increasingly concerned over local consumption, especially of
crack cocaine. Abuse appears highest in the Central Valley (including the major cities of San Jose, Alajuela,
Cartago, and Heredia), the port cities of Limon and Puntarenas, the north near Barra del Colorado, and along
the southern border. The National Drug Prevention Council (CENADRO) oversees drug prevention efforts and
educational programs throughout the country, primarily through well-‐‑developed educational programs for use
in schools and community centers. CENADRO also serves as the custodian for assets seized from narcotics
traffickers. The Costa Rican Drug Abuse Resistance Education (DARE) Foundation, modeled after its U.S.
counterpart, conducts drug awareness programs at over 500 public and private schools, and is considered one
of the top international DARE programs. The DEA's Costa Rica office collaborated with DARE Costa Rica in
November in conducting the first Red Ribbon Campaign outside the United States.

IV. U.S. Policy Initiatives and Programs
U.S. Policy Initiatives. U.S. counternarcotics goals in Costa Rica aim to reduce the transit of drugs to U.S.
markets. Objectives include reducing the flow of illicit narcotics through Costa Rica, enhancing the
effectiveness of the criminal justice system, reducing the use of Costa Rica as a money laundering center by
strengthening enforcement of recently approved controls against such activities, and supporting efforts to
locate and destroy marijuana fields. Specific objectives include: continuing to implement the bilateral Maritime
Counterdrug Cooperation Agreement; enhancing interdiction of drug shipments by improving the facilities and
training personnel at the northern border crossing of Penas Blancas; enhancing the ability of the Air Section of
the Public Security Ministry to respond to illicit drug activities by providing equipment and technical training;
improving law enforcement capacity through providing specialized training and equipment to the Judicial
Investigative Police Narcotics Section, the Drug Control Police, Joint Counternarcotics Intelligence Center
(CICAD), the National Police Academy, and the Customs Control Police; and to increase public awareness of
dangers posed by drug use through assistance to Costa Rican demand reduction programs and initiatives.

The single border crossing between Costa Rica and Nicaragua at Penas Blancas provides a unique opportunity
for law enforcement officials to reduce northbound overland cocaine trafficking through Central America via
the Pan American Highway. There are no secondary crossing points or alternative routes on the Costa Rican-‐‑
Nicaraguan border to bypass the main check point. The U.S. Embassy is working with GOCR law enforcement
authorities to establish enhanced port-‐‑of-‐‑entry/exit facilities for greater border control. This facility will have
the potential for future expansion to allow for southbound inspections seeking traffic in illegal arms, currency,
precursor chemicals, and stolen equipment.

The Department of State allocated $1.9 million from the Colombia Interdiction and Alternative Development
Supplemental appropriation for expanded assistance to the Costa Rican Coast Guard as outlined in the MOU
signed along with the Maritime Agreement. This assistance is designed to enhance Costa Rican and U.S.
maritime security through the development of a professional Coast Guard. Plans include acquiring eight small
boats, supporting the transfer of a second U.S. Coast Guard Point Class cutter, providing advanced
professional and technical training for GOCR personnel, and assisting with the renovation of three Coast Guard
stations on the Pacific coast.

Bilateral Cooperation. The U.S. Department of State's Bureau of International Narcotics and Law Enforcement
(INL) sponsored numerous technical assistance and training programs for Costa Rican officials during 2000.
Regional training opportunities included the extensive U.S. Customs Service Integrity and Risk Assessment
series and several INL-‐‑sponsored FBI professional development seminars with topics ranging from stolen
vehicles to media relations. INL and DEA sponsored a Costa Rica-‐‑specific money laundering seminar for public
and private institutions and officials as well as an advanced training seminar on precursor chemicals. INL
funding supported the participation of 12 Coast Guard personnel in a three-‐‑month training course in patrol
boat operations at the U.S. Navy Small Craft Instruction and Technical Training School in early 2000; a two-‐‑
week Port Security Program for 52 GOCR officials from five GOCR law enforcement agencies in June; and a
follow-‐‑on Port Security and Container Inspection Program in September.

The U.S. Embassy San Jose and U.S. Southern Command sponsored the first Regional Summit on Anti-‐‑
Corruption and Counterdrug Activities for 160 government representatives from Central America and Mexico,
on February 24-‐‑25, 2000, and the first Central American Patrol Boat Commanders Conference, on May 17-‐‑19,
2000. Both conferences promoted the broader U.S. objective of encouraging greater counternarcotics
cooperation with and among the Central American countries.

The U.S. purchased specialized surveillance gear and related computer equipment for the Judicial Investigative
Police Narcotics Section and the Drug Control Police to assist in narcotics investigations. The U.S. also acquired
upgraded computer equipment for the Public Prosecutor's Narcotics Section and the Ministry of Public Health's



Precursor Chemicals Unit. CICAD also received technical equipment to support the implementation of Guardian
software and the Financial Analysis Unit.

The Road Ahead. U.S.-‐‑GOCR cooperation will intensify with the recent allocation of funding for the
development of the Costa Rican Coast Guard and as the U.S. assists in enhancing Costa Rica's capabilities to
engage in the joint operations contemplated by the bilateral Maritime Counterdrug Cooperation Agreement.
The United States seeks to improve GOCR capabilities to curtail the use of Costa Rica as a narcotics
transshipment and temporary storage area, discourage drug consumption, and fight money laundering. The
U.S. will cooperate with the GOCR in its efforts to professionalize its public security forces and implement and
expand the strict controls against money laundering enacted in 1998.

El Salvador
I. Summary

El Salvador is a transit country for narcotics, mainly cocaine, moving to the U.S., although evidence in 2000 did
not support a finding that drugs coming into the U.S. from El Salvador were of sufficient quantity to have a
significant effect on the U.S. Although it is not a major transit country for drugs coming to the United States, El
Salvador remains a country of concern to the U.S. Local consumption is on the rise, and law enforcement
agencies have noted a significant increase in the production and sale of low-‐‑cost crack cocaine. Under the
guidance of President Francisco Flores, the Government of El Salvador (GOES) has established Grupo Cuscatlan,
an interagency counternarcotics coordination group which includes the military and civilian agencies. El
Salvador participated in two joint eradication/training efforts with the U.S. in 2000, Operation Pelican and
Central Skies, in addition to participating in a regional narcotics interdiction exercise called Operation
Liberator. The Anti-‐‑Narcotics Division (DAN) of the National Civilian Police (PNC) continues to improve its
professional capability, and the Joint Intelligence Coordination Center (JICC) is expanding its interaction with
EPIC. The GOES has been purging its National Police of officers suspected or accused of crimes or corruption,
and a similar process is now underway in the Attorney General's Office and the court system.

The GOES approved in record time a U.S. request to establish a Forward Operating Location (FOL) in El
Salvador's main airport. The FOL has already provided valuable interdiction information against Pacific
traffickers. Using funds approved by Congress as part of Plan Colombia, and building on programs begun
using relief funds from Hurricane Mitch, the United States is working with the GOES to strengthen existing
capabilities to fight corruption, reduce the transit of illegal contraband, and erect barriers to alien smuggling.
Where those capabilities are non-‐‑existent or in a fledgling state, U.S. assistance is enhancing institutional
abilities.

The GOES Financial Investigation Unit began operations in 2000, a major step in the implementation and
enforcement of its 1998 money laundering legislation. The GOES has an interagency group providing oversight
to efforts to address the problem of precursor chemicals, and the U.S. continues to provide training to further
develop expertise in this area. El Salvador is a party to the 1988 UN Drug Convention.

II. Status of Country
Cocaine seizures in El Salvador remain far short of those in neighboring countries, and the quantities seized
likely do not reflect the true level of trafficking. The Pan American and Litoral Highways have been major
transit routes, and there is some evidence of increased transit via the seaport of Acajutla en route to ports in
Guatemala and Mexico, where they are staged for further transport to the United States. El Salvador produces
only small quantities of cannabis for domestic consumption. The installation of a new air traffic control radar
has helped reduce unregistered air traffic through Salvador air space. A new border crossing station at the
border with Honduras will help reduce trafficking on that part of the Pan American Highway, and a
strengthened national K9 program should help reinforce interdiction efforts. The GOES continues to move
actively against potential money laundering, expanding its efforts to encompass casinos and money exchange
houses, in addition to commercial banks. (For additional information se Money Laundering Section)

III. Country Actions Against Drugs in 2000
Policy Initiatives. The GOES created Grupo Cuscatlan, an inter-‐‑agency cooperative body incorporating civilian
law enforcement and military elements. The director of the National Civilian Police (PNC) instituted an ongoing
internal investigation which is sharply reducing the number of corrupt police, and he is further improving
screening and training procedures for new recruits. Although PNC drug seizures increased moderately over
1999, the Director was unable to meet the sharp increase he had projected. As a result, he has vowed that the
PNC will redouble its efforts in the coming year. The GOES also initiated an internal investigation of the
Attorney General's Office and the courts aimed at purging corrupt elements.

Accomplishments. El Salvador participated in two joint eradication/interdiction/training exercises with the



U.S. in 2000, Operation Pelican and Central Skies. It also participated in the first combined maritime operation,
Operation Accion Aliado. U.S. law enforcement and military officials participating in these exercises and
operations praised the high degree of cooperation from the Salvadoran police and military participants, and
noted the good internal Salvadoran interagency cooperation resulting from coordination provided by Grupo
Cuscatlan. Salvadoran police and enforcement authorities also took part in a regional coordination/training
exercise, Operation Liberator. A new border crossing inspection station will be constructed in 2001 to improve
border controls with Honduras. The FOL began operating in 2000. The Legislative Assembly is considering a
package of legislative changes, including wiretap authorization and organized crime provisions. The Vice
President announced the establishment of a code of government ethics. The Salvadoran legislature approved a
constitutional amendment permitting the extradition of nationals.

Law Enforcement Efforts. The 422 kilograms of cocaine seized in 2000 represents a significant increase from
1999's 23.8 kilograms and 1998's 42 kilograms. Cannabis seizures in 2000 totaled 451 kilograms, an increase
from the seizure of 280.8 kilograms in 1999. If the Legislative Assembly passes proposed laws currently under
consideration, the police would be granted powers that could significantly expand their ability to conduct
investigations and effect seizures. Under the auspices of Grupo Cuscatlan, Salvadoran military assets are now
being used in ground, air, and maritime capacities in support of antinarcotics operations.

Corruption. The GOES has been active on a variety of fronts in the fight against corruption. In 2000, the Vice
President announced a code of government ethics. The police, Attorney General's Office, and the courts all are
involved in an anticorruption based restructuring which should result in a more reliable, professional, and
transparent legal system. The PNC's Internal Investigations Unit has been established, as has the Office of
Crimes Against the State in the Attorney General's Office. The U.S. will continue to assist with training for all
these institutions to support the ongoing anticorruption initiatives.

Agreements and Treaties. The GOES approved in record time an agreement to allow the U.S. to establish a
Forward Operating Location (FOL) on the military side of Comalapa Airport. The Salvadoran legislature
approved a constitutional amendment allowing the extradition of Salvadoran nationals. As a result, the U.S.
and El Salvador anticipate entering into negotiation in 2001 of a modern extradition treaty to replace the
current extradition treaty dating from 1911. The U.S. and Salvadoran governments also are actively discussing
maritime and stolen vehicles treaties which could be signed in 2001. The GOES is a party to the 1988 UN Drug
Convention. In December 2000, El Salvador signed the UN Convention Against Transnational Organized Crime.

Drug Flow/Transit. Illegal drug traffic appears to move through El Salvador on the Pan American and Litoral
Highways. Small boats may be in use for regional trafficking, and large shipments likely transit the seaport of
Acajutla on the way to ports in Guatemala and Mexico. Intelligence suggests substantial trafficking by
"mother-‐‑ships" and go-‐‑fast boats bypassing Salvadoran waters. Unregistered traffic by small planes through
Salvadoran airspace has been significantly decreased by the installation of a new, more powerful radar at
Comalapa Airport and interdiction cooperation between the military, the port authority, and the PNC.

Domestic Programs/Demand Reduction. Local drug consumption, particularly of crack, continues to increase
in El Salvador. "FUNDASALVA," El Salvador's premier substance abuse institution, plans to launch a demand
reduction public education advertising campaign in 2001, with U.S. assistance. There are domestic treatment
programs in place, including in small urban centers. The Drug Abuse Resistance Education (DARE) program has
been given new resources by the PNC director.

IV. U.S. Policy Initiatives and Programs
U.S. Policy Initiatives. The U.S.' broad-‐‑based efforts in El Salvador are designed to strengthen and further
professionalize the PNC, especially the Anti-‐‑Narcotics Division (DAN), to increase Salvadoran capability to
combat money laundering, and to ensure a transparent and professional criminal justice system.

Bilateral Cooperation. In 1999, El Salvador received $950,000 in supplemental Hurricane Mitch funds, which
were allocated to support ongoing anticorruption efforts, including the new PNC Inspector General's Internal
Affairs Unit ($300,000), the Attorney General's Office of Crimes Against the State ($300,000), and the
establishment of an independent Office of Government Ethics ($350,000). In 2000, El Salvador received a $3
million allocation from the Plan Colombia supplemental legislation, which will fund a variety of antinarcotics
projects including: the establishment of an interagency antinarcotics operations center headed by the DAN; the
provision of communications equipment for the PNC, the DAN and border police; the construction of DAN
substations at remote entry points; new maritime interdiction equipment; and specialized training for judges,
police and prosecutors. The U.S. Coast Guard has agreed to transfer an 82-‐‑foot patrol boat in May 2001 and
anticipates donating additional naval assets to improve maritime interdiction.

The Road Ahead. The establishment of Grupo Cuscatlan, the government's anticorruption initiatives, and the
increasing professionalism of Salvadoran law enforcement and military participants in joint U.S. exercises are
important steps in improving antinarcotics efforts. New naval assets will enhance maritime interdiction
capabilities. In the coming year, the U.S. will work with the GOES to improve detection and interdiction at the



borders, particularly with Honduras, and at the port of Acajutla. The new border crossing station, a revitalized
K9 program, and expanded and increasingly specialized training will head the U.S.' agenda in 2001. The U.S.
will continue to work with the Legislative Assembly and the GOES to ensure passage of a new package of
legislation granting the police broader and stronger authorities. The U.S. also will work toward signature of
maritime, extradition, and stolen vehicles treaties.

Guatemala
I. Summary

Guatemala remains a major drug-‐‑transit country for South American cocaine en route to the United States and
Europe. Cocaine is moved through Guatemala by air, road, and in seagoing vessels of all types. In 2000, U.S.
Government (USG) law enforcement agencies worked closely with the Government of Guatemala (GOG) to
increase law enforcement capabilities to counter the constant flow of drugs transiting the country. Seizures
declined significantly due to the tremendous turnover in personnel in law enforcement and other GOG
agencies, an acute lack of resources, and widespread corruption. Professionalization of the National Civilian
Police's Department of Anti-‐‑Narcotics Operations (DOAN), the main Guatemalan counternarcotics force, is a
prime objective of the Government. The GOG is working, with USG assistance, to develop effective, integrated
law enforcement and counternarcotics training programs to continue to improve the quality of the DOAN and
to enhance interdiction and eradication operations. There are also efforts to improve the training for narcotics
prosecutors. The GOG has a growing domestic consumption problem and supports a very active demand
reduction program.

The GOG has yet to seriously consider enacting comprehensive money laundering legislation and has not
positively responded to U.S. overtures for a comprehensive six-‐‑part maritime counternarcotics agreement.
Guatemala is a party to the 1988 UN Drug Convention.

II. Status of Country
Guatemala is the preferred country in Central America for storage and consolidation for onward shipment of
cocaine to the United States. U.S. estimates indicate that over 300 metric tons of cocaine are shipped through
the Central American corridor to Mexico and the United States annually. Guatemalan law enforcement agencies
interdicted close to one-‐‑and-‐‑a-‐‑half metric tons of cocaine in 2000. This was a significant drop from the
previous year's ten metric tons even though narcotics-‐‑related arrests almost doubled to 842. Crack seizures
rose sharply, highlighting the marked increase in domestic consumption apparently caused by the
narcotraffickers paying for transportation services with drugs rather than money.

Cocaine seizures declined because of widespread corruption, high turnover of law enforcement personnel at all
levels, and a lack of financial support from the incoming administration. Since the Portillo administration took
office in January 2000, there have been four different directors of DOAN. This turnover has made long-‐‑range
planning for operations and investigations nearly impossible and the formation of working relationships very
difficult. With only limited air assets, the Guatemalan police have lacked an airlift capability to support their
eradication and drug interdiction efforts. They often have trouble providing even basic equipment and
provisions to the DOAN agents in the field. This is exacerbated by their expansion of recent years into more
areas of the country. Corruption is endemic in all sectors and levels of the government and hindered
counternarcotics operations during 2000.

The DOAN, which receives significant training and support from the USG, is considered to be one of the best-‐‑
trained and armed units in the National Civilian Police (PNC). Along with other GOG entities, it regularly
cooperates with U.S. law enforcement agencies in combating narcotrafficking. However, it too has been
adversely affected by constant turnover and a shortage of resources.

The Public Ministry's special narcotics prosecutor's offices, which receive USG training and assistance, continue
to try cases and achieve convictions for minor narcotics offenders. Unfortunately, success in prosecuting major
narcotraffickers has been limited. Intimidation, lack of resources, and corruption in the judiciary are the
primary reasons for the lack of success in prosecuting and convicting major traffickers.

Guatemala grows minimal quantities of opium poppy and marijuana. Apart from crack and marijuana for local
consumption, narcotics are generally not processed in Guatemala.

Guatemala has yet to pass any money laundering legislation due to major resistance from the banking and
other sectors. The banking sector has very strict secrecy laws and allows the use of bearer shares.

Diversion of precursor chemicals is considered to be a growing problem in Guatemala. While the GOG has
legislation identifying 46 precursor chemicals, it has yet to pass the implementing regulations that would make
the legislation useful for enforcement and prosecution purposes. However, the GOG was successful in making
one major precursor chemical seizure using the precursor chemical provisions provided for in the 1988 UN



Drug Convention.

The GOG has an aggressive demand reduction program aimed at a growing substance abuse problem. As part
of its five-‐‑year master plan adopted in 1998, Guatemala's National Drug Coordinating Agency, SECCATID, has
continued to work very closely with the USG and international organizations, including the UN and the OAS, in
providing seminars, surveys, and education designed to decrease consumption and raise public awareness
about the plague of consumption and narcotrafficking.

III. Country Actions Against Drugs in 2000
Policy Initiatives. In the year 2000, Guatemala signed three Letters of Agreement (LOAs) with the USG on
counternarcotics and demand reduction. The GOG increased DOAN staffing and is currently recruiting a limited
number of agents for new posts in some of the more remote areas of the country. The GOG, with U.S.
assistance, has continued to improve the DOAN headquarters facility, along with the planning, command and
control center, and a number of satellite offices. A major accomplishment was the recent activation of a direct
communications link to U.S. counternarcotics information tracking services. It is hoped that this U.S.-‐‑funded
initiative will allow the DOAN staff to plan and execute more effective counternarcotics operations.

In early 2000, the Guatemalan Congress decided that all U.S. military antinarcotics operations on Guatemalan
soil required its advance approval. However, in August 2000, the Congress modified this decision by approving
legislation that provided a blanket one-‐‑year authorization for such operations.

The Guatemalan Supreme Court, with U.S. assistance, has established a new program of special courts that will
be staffed with the best qualified personnel available to handle sensitive cases that regular courts cannot. Two
of these courts have already opened and one more is slated for the year 2001.

Accomplishments. Even though seizures decreased significantly in comparison with previous years, there were
important seizures. In April 2000, DOAN seized 797 kilograms of cocaine that were concealed in electrical
transformers. Information provided by the U.S.-‐‑supported Port Security Program (PSP) played a role in realizing
this seizure. In March 2000, DOAN was able to seize a small aircraft with 214 kilograms of cocaine. This last
year also saw the PNC and DOAN dismantle a large drug trafficking ring located in the Guatemala City
International Airport.

Various USG agencies have also begun working with DOAN on forming a rapid response team that will
randomly visit the ports, land border entry points, and highway checkpoints in an effort to increase seizures.
The USG provided polygraph training to five PNC agents who are the nucleus of a vetting unit that will provide
the PNC and DOAN an important and previously unavailable tool.

Illicit Cultivation and Production. While there has been no recent aerial reconnaissance to accurately evaluate
the growing areas, the USG believes illicit cultivation is still quite low compared to the early 1990's, when
Guatemala was a major producing country for opium poppy. During 2000 opium eradication totaled a single
hectare. Marijuana cultivation continues to be a problem in the northern jungle areas along the borders with
Belize and Mexico. The DOAN eradicated 32 hectares of marijuana in 2000 compared to 52 hectares in 1999.
The lack of resources in general, and air assets in particular, has made eradication a difficult mission for the
DOAN.

Sale, Transport, and Financing. The Pan-‐‑American Highway is a major conduit of illegal drugs traveling north
to Mexico and eventually the U.S. Drugs also are transported to Europe through Guatemalan commercial
maritime vessels. Earlier this year, Dutch police made a large seizure of cocaine that was concealed in a banana
shipment from Guatemala. The DEA reports that the number of Guatemalan "mules" being caught in U.S.
airports with cocaine and heroin in or on their bodies has increased greatly. U.S. law enforcement sources
indicate that air transshipment of cocaine decreased, while shipment via boats increased in 2000. The use of
commercial containers, both on land and through seaports, continues to offer the best opportunity for
smuggling larger quantities of drugs through Guatemala.

Money Laundering. While recent statistics are unavailable, many believe that money laundering is on the rise
in Guatemala. In November of 2000, the GOG ratified the Central American Convention for the Prevention of
Money Laundering and Related Crimes. While this convention lacks teeth without the proper money laundering
legislation, its ratification is an indication of the GOG's recognition of the need to take action. (For additional
information see Money Laundering Section)

Asset Seizures. The GOG passed reforms to drug enforcement legislation in November 1998 to allow the use
of seized assets by the police, and the DOAN is now using some seized vehicles to support their operational
requirements. However, Guatemalan law still does not allow the DOAN to use monies seized in narcotics cases.
The use of seized assets is still relatively new, and the procedures for using the assets are complicated,
difficult to use and not transparent. The U.S. is currently developing a standard procedure for the DOAN, so
that it can more easily and regularly apply for and receive the maximum amount of available seized assets.



Extradition. The extradition treaty between the GOG and the USG dates from 1903; a supplementary
extradition treaty adding narcotics offenses to the list of extraditable offenses was adopted in 1940. Their use
in recent years has required a significant expenditure of effort and time on the part of both the USG and the
GOG. Despite limited success with formal extraditions, the GOG is sometimes able to expel/deport U.S.
fugitives on the basis of violations of Guatemalan immigration laws.

Mutual Legal Assistance. The USG does not have a mutual legal assistance treaty with Guatemala.

Law Enforcement and Transit Cooperation. Guatemalan law enforcement representatives work
enthusiastically with U.S. personnel and organizations to curtail the flow of drugs through Guatemala. Several
U.S. law enforcement agencies have active collaborative relationships with Guatemalan law enforcement
authorities. Guatemala continues to exchange information and maintain links with Joint Intelligence
Coordination Centers (JICC) throughout Central America and with the El Paso Intelligence Center (EPIC). The
Port Security Program (PSP), a self-‐‑financed program that fosters cooperation between the GOG, the USG and
private shipping companies operating in Guatemala, continues to contribute to the counternarcotics effort. The
program is funded by a fee levied on shipping companies and used to finance the program's day-‐‑to-‐‑day
operations that include providing monetary and technical assistance to the DOAN agents who operate in the
ports. The USG provides technical, logistical, and training assistance. Guatemala participated in two Mayan
Jaguar combined maritime counterdrug operations with the U.S. Coast Guard.

Demand Reduction. The GOG is firmly opposed to illicit drugs and continues to support drug education and
rehabilitation programs. In 2000, SECCATID implemented a variety of projects as part of their comprehensive
demand reduction strategy. Through the National Program of Preventive Education, SECCATID trained 350
more instructors this year throughout the country using the "train the trainer" concept. SECCATID has also
hosted over 700 parents in monthly drug education seminars throughout the country.

This year SECCATID published a booklet entitled "Manual for Teachers About Drug Prevention." The manual is
now being distributed to schools throughout the country for use as part of the normal curriculum. SECCATID,
with the help of local community involvement, also implemented a national awareness billboard campaign
against drug consumption. This last year also saw the creation of an Ambulatory Drug Rehabilitation Program
that has produced some very positive results. The program provides the only outpatient-‐‑based drug
rehabilitation program in Guatemala. The program insists on addicts recognizing that they have a problem and
also promotes family involvement in the rehabilitation program when possible.

Law Enforcement Efforts. The GOG continued efforts to modernize the PNC despite budget cuts. This year,
they centered on investigative development, basic investigative training, crime scene management, updating
the DOAN intelligence functions, creating the vetting unit, and fully establishing a counternarcotics command
and control center. However, frequent turnover in the command structure created management problems that
undermined the PNC's performance.

Corruption. Guatemala has signed, but not ratified, the Inter-‐‑ American Convention Against Corruption.
Corruption and intimidation in Guatemalan justice and law enforcement institutions continue to be serious
concerns. Police are regularly accused of corruption, prosecutors mishandle cases, and some judges appear to
be colluding with drug traffickers. For example, five narcotraffickers were released after having their case
moved through a series of judges, with the last one reducing the charges and subsequently releasing the
suspects without a proper legal basis. Even the Congress is not exempt from corruption, as 23 ruling party
congressmen have been accused this year of altering financial details of a tax law after it had been approved
by the general session. "Guategate," as the case is called, has occupied a tremendous amount of time of the
anticorruption unit and the judiciary. GOG efforts to fight corruption have been generally ineffective and have
contributed to disillusionment with the government's commitment to solving this problem.

The Public Ministry (MP), with USG assistance, opened the new Anti-‐‑Corruption Prosecutor's office in April
2000. The unit has since initiated almost a thousand cases against government officials. It remains to be seen
whether these cases will result in convictions.

The USG funded the first ever Anti-‐‑Corruption Seminar for high-‐‑level GOG and regional leaders this year. The
attendance was a veritable "Who's Who" of Guatemala. While immediate results are not expected, the fact that
almost all high-‐‑level government officials attended and signed a resolution to fight corruption raises hopes
that anticorruption efforts are going to intensify in the coming years.

Agreements and Treaties. Guatemala is a party to the 1961 UN Single Convention and its 1972 Protocol; the
1971 UN Convention on Psychotropic Substances; the 1988 UN Drug Convention; the Central American
Commission for the Eradication of Production, Traffic, Consumption and Illicit Use of Psychotropic Drugs and
Substances; and the Central American Treaty on Joint Legal Assistance for Penal Issues. Guatemala has also
signed bilateral counternarcotics agreements, including information exchanges, with Mexico (1989), Venezuela
(1991), Argentina (1991), Colombia (1992), Ecuador (1992), Peru (1994), and Spain (1999). While most GOG
law enforcement efforts have been fully consistent with the goals and objectives of the 1988 UN Drug



Convention, some aspects of the Convention, such as the provisions on extradition and money laundering,
have not been codified into law. Intermittent negotiations on a bilateral Maritime Counterdrug Agreement
occurred between 1997 and 1999; however, there has been no progress since then. In December 2000,
Guatemala signed the UN Convention Against Organized Crime.

IV. U.S. Policy Initiatives and Programs
Policy Initiatives. A U.S. regional project to begin tracking commercial freight is just coming online and is
expected to help in countering this threat. U.S. efforts will continue to focus on developing an effective
interdiction program and a more professional DOAN with effective intelligence capabilities. They also will focus
on continued training and support for the narcotics prosecutors and members of the judicial system. The U.S.
will continue to press the GOG to pass specific legislation to combat narcotrafficking and money laundering
before they threaten the stability of Guatemala's fragile financial sector.

The Road Ahead. Now that the Portillo Administration has completed a full year in office, the problem of
excessive turnover of counternarcotics personnel should be resolved. Since most of the new administration's
legislative energies were devoted to domestic concerns in the past year, the GOG should find it easier to
pursue some of the more complicated legislative and bilateral initiatives that are needed to successfully
engage the narcotraffickers. The GOG antinarcotics forces will continue to develop qualitatively and
quantitatively, with more effective investigative and law enforcement units to control transshipment, expanded
case management and tracking, increased data collection and analysis capability, and greater regional
cooperation.

The GOG plans to increase public education and demand reduction efforts, bringing in more private and public
funding and expanding regional cooperation. Cocaine abuse, primarily crack, is expected to continue to grow
as traffickers trade a percentage of cocaine shipments for transportation and security services. Domestic
cocaine consumption will increase drug-‐‑related domestic crime, adding to the burden on a police force that is
already struggling to cope with the current wave of violent crime that is blanketing the country.

Guatemala Statistics
(1992-‐‑2000)
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Honduras
I. Summary

Honduras remains a transit country for drugs, primarily cocaine, moving toward Mexico and the U.S. from
South America. Evidence in 2000 did not support a finding that drugs entering the U.S. from Honduras were in
an amount sufficient to have a significant effect on the U.S. However, the entire region of Central America,
including Honduras, remains of concern to the U.S. Corruption is endemic and continues to undermine
Honduran law enforcement and counternarcotics efforts. The Honduran Congress ratified a maritime
counternarcotics agreement with the U.S. that will facilitate U.S. support for Honduran interdiction operations.
The Honduran Congress also approved a constitutional judicial reform amendment designed to improve the
effectiveness of the judiciary. The Government approved a counternarcotics master plan, but funds to
implement it are limited. Both the Honduran military and Ministry of Security took a more active role in
antidrug operations. The U.S. continues to provide funding, training, and technical support to improve
Honduran law enforcement capabilities. Ensuring the detention, prosecution, and incarceration of major
offenders, however, remains a challenge. Honduras is a party to the 1988 UN Drug Convention.

II. Status of Country
Honduras produces a limited amount of marijuana but is not a significant drug producing country. Its primary
drug problem stems from the trafficking of hard drugs, in particular, cocaine, via air, land, and maritime
routes. There are direct air and maritime links to U.S. cities and the Pan American Highway crosses southern
Honduras. The Honduran police and Navy have limited maritime assets to counter narcotrafficking. The
assassination in November 2000 of a drug smuggler by two Hondurans in the pay of Colombian traffickers,
later shot to death by Honduran police, highlights the reality that international drug transporters are active in
Honduras. U.S. law enforcement agencies believe money laundering in Honduras is increasing, although the
country is not a major money laundering center.

III. Country Actions Against Drugs in 2000
Policy Initiatives. The National Congress ratified an agreement with the U.S. to facilitate maritime
counternarcotics cooperation, which is expected to go into effect in early 2001. The Government also
approved a counternarcotics master plan. In late 2000, the National Congress approved a judicial reform
constitutional amendment aimed at reducing the arbitrary administration of justice. These reforms have the
potential to decrease opportunities for criminals to manipulate the judicial system but will require substantial
political will to implement.



Accomplishments. As of December 1, 2000, the Honduran antidrug police, the (DLCN) and the National
Preventive Police (PNP) had seized 1.139 metric tons of cocaine, 1,272 rocks of crack, and 2,550 pounds of
marijuana. The DLCN and PNP also had made 892 narcotics-‐‑related arrests. The Public and Security Ministries
and the Honduran Navy signed an agreement to establish a small maritime facility in Gracias a Dios
Department. The Honduran police have begun to interdict cocaine transshipments through frontier posts,
drawing on increased U.S. Government-‐‑provided counternarcotics training.

Law Enforcement Efforts. Counternarcotics operations remain a high priority for the Government of Honduras
(GOH), but a lack or resources and training combine with ineffective institutions to hamper these efforts. There
is mounting evidence of the penetration of law enforcement agencies by narcotraffickers and other criminals.
For example, a DLCN unit arrested a police official assigned to Gracias a Dios Department found carrying
cocaine from that region to La Ceiba. In another instance, the DLCN intercepted a large cocaine shipment in
transit from San Pedro Sula to Guatemala by truck. Although they arrested the driver, he eventually gained his
release through bribery.

Corruption. Corruption is arguably the single most serious impediment to more effective counternarcotics
efforts and remains a major problem in all aspects of national life. The Minister of Security has proposed a
series of measures to counter the influence of corruption on law enforcement and judicial authorities, but the
National Congress has yet to enact any of them. The Government dismissed a number of officials suspected of
involvement in corrupt practices, including the deputy national police commissioner, but has yet to conduct a
wide-‐‑ranging investigation into criminal penetration of law enforcement and judicial units. Nationally elected
officials enjoy legal immunity for all acts while in office, creating a perverse incentive for people involved in
illicit activity to run for office and complicating enforcement efforts against suspected illegal narcotics activity.

Agreements and Treaties. The Honduran Government is an active member of the Inter-‐‑American Drug Abuse
Control Commission (CICAD). Honduras also hosts the Regional Center for Legal Development and Judicial
Cooperation in Central America, which is headed by a Nicaraguan. Honduras has counternarcotics agreements
with the U.S., Belize, Colombia, Jamaica, Mexico, Venezuela, and Spain. The U.S. and Honduras continue to
negotiate a stolen vehicles treaty. The U.S. and Honduras concluded a maritime counternarcotics agreement
that is to enter into force in early 2001. The agreement will allow U.S. vessels to operate in Honduran waters in
support of Honduran law enforcement efforts. In addition, the agreement provides for information exchange
and the coordination of joint counternarcotics activities. A 1909 extradition treaty between the U.S. and
Honduras is in force, however, the 1982 Honduran Constitution prohibits extradition of Honduran nationals. In
December 2000, Honduras signed the UN Convention Against Transnational Organized Crime.

Cultivation/Production. Marijuana remains the only illegal drug known to be cultivated in Honduras. The GOH
lacks the technical ability to determine the size of the crop and conducts eradication operations on an
intermittent basis. During 2000, the GOH eradicated 589,027 marijuana plants.

Drug Flow/Transit. The vast majority of drugs entering Honduras are destined for the U.S., although evidence
in 2000 did not support a finding that the quantity of drugs that entered the U.S. from Honduras was sufficient
to have a significant effect on the U.S. There are increasing reports that traffickers are using drugs, rather than
currency, to pay local contractors for services. The U.S. law enforcement community believes the volume of
drugs transiting Honduras increased in 2000, although it is difficult to quantify the amounts involved since
most shipments go undetected. Drug smuggling through Honduran ports on the Caribbean has encouraged
the port authority to work with private companies and U.S. officials to develop a port security program.
Commercial and private vehicles continue to be used to smuggle cocaine on overland routes. Illegal landings in
Gracias a Dios Department also are used to deliver cocaine for transshipment via small boat to La Ceiba for
embarkation on commercial vessels, or via truck to Guatemala.

Asset Seizure and Forfeiture. The National Congress enacted an asset seizure law in 1993 that subsequent
Honduran Supreme Court rulings substantially weakened. The draft legislation mentioned above, however,
strengthens the asset seizure provisions of Honduran law.

Precursor Chemical Control. The GOH continues to try to limit the illicit introduction of precursor chemicals
into the country. However, comprehensive regulations to control the sale of chemicals necessary for the
processing of illegal narcotics have never been developed. There is no evidence to suggest the presence of
large-‐‑scale narcotics labs in Honduras.

Domestic Programs/Demand Reduction. Alcohol is by far the most abused drug in Honduras, followed by—
to a much lesser degree—cocaine, marijuana, and inhalants. Crack cocaine use is increasing, however,
particularly along the north coast, in the Bay Islands and in urban centers. Reports of so-‐‑called designer drugs
such as "ecstasy" have appeared in the press.

Honduran government efforts to fight drug abuse lack structure and sufficient funding to have much of an
impact, and demand reduction has not traditionally been a part of Honduran counternarcotics efforts. Until
recently, drug abuse was rarely addressed by politicians or raised as an issue in the public domain. More



attention has been given to the issue in recent years, but drug abuse is still viewed as merely one among many
public health and social problems linked to unemployment, poverty, and the growing number of youth gangs
or "maras."

The Honduran Government's demand reduction entity "IHADFA"—the Institute for the Prevention of Alcoholism
and Drug Addiction—conducts prevention programs throughout the country. IHADFA also chairs the umbrella
groups "CIHSA"—the inter-‐‑institutional coordinating body for addiction, through which it oversees programs
operated by the ministries of public health and education, as well as by non-‐‑governmental organizations.
However the majority of CIHSA members are social development organizations, many of them religion-‐‑based,
for which prevention is only one of many objectives.

IV. U.S. Policy Initiatives and Programs
U.S. Policy Initiatives. U.S. counternarcotics initiatives focused on gaining ratification by the Honduran
Congress of the maritime counternarcotics accord and implementation of bilateral counternarcotics and
anticorruption projects. The U.S. has signed a series of bilateral agreements with key Honduran Government
agencies to provide anticorruption assistance by funding the acquisition of computers and conduct training.
The U.S. Customs Service sponsored a series of anticorruption conferences. The U.S. and Honduras continued
to negotiate the language of a proposed stolen vehicles agreement.

Bilateral Cooperation. The canine program moved forward, with four dogs delivered and four handlers trained
in 2000. The U.S. Customs Service is to train five more handlers and deliver five dogs in 2001. Three vehicles
to transport canine units were delivered to the Public Ministry counterdrug unit in December. Plans for
constructing a counternarcotics and customs checkpoint on the Pan American Highway were also prepared,
with completion anticipated in August 2001. The U.S. provided two refurbished 36-‐‑foot patrol boats for
counternarcotics purposes. The U.S. will provide financial support to the DLCN, Ministry of Security, and
Honduran Navy to establish a small maritime facility in Gracias a Dios Department, a major narcotrafficking
center. Representatives from the DLCN, the police counterdrug unit, and the Public Ministry's organized crime
unit attended a U.S.-‐‑funded Advanced Narcotics Investigators Course in Guatemala.

Honduran demand reduction programs are benefiting from a three-‐‑fold expansion in U.S. funding compared to
FY 1999. The U.S. Embassy cooperates with IHADFA by funding educational and community-‐‑based programs
for children at risk and "maras" (youth gangs). These programs include workshops and training seminars for
parents, teachers, and community leaders, and the development of alternative activities for at-‐‑risk
populations. Honduran maritime forces joined the U.S. Coast Guard in several maritime counterdrug
operations such as OP Lifesaver and OP Seguridad.

The Road Ahead. The Honduran Government remains committed to the battle against the use or transport of
illegal drugs. The Security Ministry has taken a keen interest in bilateral counternarcotics cooperation following
the appointment of a new Minister. The Honduran military has begun to assume a greater role in
counternarcotics affairs, following the 1999 constitutional amendment that established a military
counternarcotics mission. While the Government has approved a counternarcotics master plan, funding is
limited and U.S. assistance to accomplish key goals will remain crucial. Corruption and drug-‐‑related violence
continue to pose a major challenge to effective law enforcement.

Mexico
I. Summary

Mexico faces a broad array of drug-‐‑related problems including the production and transshipment of illicit
drugs, money laundering, illicit firearms trafficking, and growing consumption. The Government of Mexico
(GOM) remained committed its longstanding policy of combating drug trafficking and related crimes, and to
close cooperation with the U.S. and other countries in the Hemisphere. In its struggle against drugs, Mexico
still faces daunting challenges. The drug trafficking organizations that control the production and shipment of
drugs, along with related money laundering and criminal activities, remain powerful. These groups are well
organized and adept at corrupting or intimidating public officials. Corruption of the law enforcement sector by
drug trafficking organizations remains a serious institutional problem. These organizations likewise pose a
serious threat to the United States, controlling drug distribution networks throughout much of the country.

Mexico's counterdrug program achieved a number of important successes in 2000. Mexican authorities
arrested two key members of the Tijuana based Arellano Felix Organization (AFO). Mexico's aggressive
eradication program, coupled with drought in the principal drug cultivation areas, resulted in record low levels
of opium poppy production. Bilateral counterdrug cooperation was characterized by improved information
sharing and the establishment of formal mechanisms to achieve shared goals. The two governments
collaborated on a bilateral evaluation of illicit crop cultivation. Bilateral maritime cooperation advanced with
the creation of a technical working group. In an important decision announced January 2001, the Mexican
Supreme Court affirmed the GOM's authority to extradite Mexican nationals. This, along with the Mexican



Senate's December 2000 ratification of the temporary surrender protocol to the bilateral extradition treaty,
should improve cooperation in bringing drug traffickers and other criminals to justice.

In July 2000, Vicente Fox Quesada was elected president of Mexico on a platform of restoring public security
and putting an end to corruption. The Fox Administration has pledged its commitment to combating drug
traffickers and ending impunity. It has proposed several structural changes to Mexico's law enforcement
institutions, including the creation of a new Public Security Ministry and professionalization of the national
police forces. These commitments offer unprecedented opportunities for greater cooperation and mutual
assistance with the U.S. However, corruption and the ability to implement proposed reforms present significant
hurdles for success of the GOM's counterdrug strategy.

II. Status of Country
Mexico is the principal transit route for U.S.-‐‑bound cocaine from South America. DEA estimates that 55
percent of the cocaine sold in the U.S. transits Mexico. Cocaine and other drugs are smuggled via every
conceivable commercial and non-‐‑commercial conveyance: air or maritime containerized cargo; fishing vessels;
flights to clandestine landing points; and airdrops to go-‐‑fast boats off Mexican coasts. Human "mules,"
including undocumented migrants and children who backpack or strap the drugs to their bodies, also
transport smaller quantities of the contraband.

Although only one suspect flight originating outside Mexico was detected in 2000, hundreds of internal flights
moving drugs, primarily marijuana, from South/Central Mexico to the border overwhelmed limited law
enforcement air and land assets. During 2000, the eastern Pacific coast of Mexico continued to be the favored
route for maritime trafficking because of the vast area and a lack of natural choke points. In addition, there
was a resumption of non-‐‑commercial vessel movement to Mexico's Yucatan Peninsula through the Western
Caribbean. Maritime trafficking can involve single or multiple vessels, go-‐‑fast boats, fishing vessels and
commercial carriers. Traffickers continued to use air shipments, although they appeared to be less frequent
than maritime deliveries, as well as the overland route via Mexico's southern border from Guatemala and
Belize.

Mexico-‐‑based transnational criminal organizations have become the largest distributors in the U.S. of
methamphetamine and its precursor chemicals. The rate of increase in methamphetamine seizures—638
kilograms for 2000 versus 358 kilograms for 1999 and 96 kilograms for 1998—suggests a growing
involvement by Mexican traffickers in this trade that targets the U.S. Seizures of Mexico-‐‑bound ephedrine, the
primary ingredient used to manufacture methamphetamine and similar stimulants, have focused attention on
the magnitude of ephedrine acquisition by Mexican organized crime groups. Mexico is also a transit point for
potassium permanganate, used in the purification process for cocaine.

Mexico's eradication program is one of the oldest and largest in the world. The military and Attorney General's
Office (PGR) continued their successful manual and aerial eradication programs, posting figures comparable to
1999's record gains. Most drug crop cultivation occurs in small fields located in remote areas to evade
detection and eradication. Since lands used for illicit cultivation are subject to seizure, many growers use
public or communal lands to avoid tracing ownership.

Although Mexico produces only about two percent of the world's opium, nearly its entire harvested illicit crop
is converted into heroin and shipped to the U.S. USG estimates of opium poppy production in Mexico during
the past decade show potential yields of 4 to 6 metric tons of heroin annually. GOM eradication efforts,
coupled with a severe drought, caused cultivation to plummet almost 50 percent to a record low—to 1,900
hectares -‐‑and potential heroin production to fall from over 4 metric tons in 1999 to only 2.5 metric tons in
2000.

During the past three years, marijuana cultivation has yielded an estimated 6,700-‐‑8,600 metric tons annually.
In 2000, net marijuana cultivation showed no significant change, increasing by only 200 hectares to 3,900 over
1999. As a result, potential marijuana production increased from 6,700 metric tons in 1999 to 7,000 metric
tons last year. In crop field surveys during the past three years, a more robust plant has been observed
throughout Mexico. The plant grows to a height of two meters and has more flowering area, the most potent
part of the plant. Mexican agronomists assess that the plant has higher levels of THC and, because of resin-‐‑
coated foliage, is more resistant to herbicides.

Drug related violence in Mexico is on the increase. In the past, drug-‐‑related violence was mostly confined to
rivalries between trafficking organizations. These organizations, however, have demonstrated blatant
disregard for human life, as executions of law enforcement personnel, government officials, and innocent
bystanders have increased.

In recent years, international money launderers have turned increasingly to Mexico for initial placement of
drug proceeds into the global financial system. Measures enacted by Mexico in 1996 provide the legal
framework for more effective control of money laundering. Recent legislative modifications and regulations



that lower the CMIR threshold (inbound or outbound declarations of large amounts of currency or monetary
instruments) and impose requirements for suspicious transaction reports, currency transaction reports, "know
your customer", and record keeping requirements on non-‐‑bank financial institutions (currency exchange
houses, credit institutions, stock market, insurance companies, and bail bond companies) should improve the
GOM's ability to prosecute money laundering cases.

In January 2000, the GOM signed a Memorandum of Understanding with the U.S. to facilitate tracking of the
movement of large sums of money from the U.S. to Mexico. In June 2000, Mexico became a member of the
Financial Action Task Force (FATF), a global body dedicated to fighting money laundering. In November 2000,
the Mexican Secretariat of Finance and Public Credit proposed to regulate non-‐‑bank financial institutions such
as foreign exchange houses (casas de cambio). In January 2001, Mexico enacted domestic legislation to
strengthen reporting of large value domestic currency transactions. However, enforcement continues to be
weak and convictions scarce. Additional efforts need to be directed towards developing cooperative
relationships among law enforcement, financial regulators, and the financial sector to reduce financial system
vulnerabilities.

In recent years, Mexican law enforcement agencies intensified counterdrug enforcement while increasing
information exchange with the U.S. and other international partners. Efforts to arrest members of the Baja
California-‐‑based Arellano Felix Organization (AFO) since March 2000 have been relatively successful. The GOM
still lacks the broad institutional capability to fully implement its antidrug legislation and national drug
strategy. Chronic problems of corruption, weak police and criminal justice institutions, budget constraints, and
severe poverty in rural areas where drug crops are cultivated hamper Mexico's ability to combat drug
trafficking.

III. Country Actions Against Drugs in 2000
Policy Initiatives. Mexico's national antidrug strategy encompasses the full range of actions called for in the
1988 UN Drug Convention and highlights the importance of international cooperation, particularly with
neighboring states.

In July, Vicente Fox Quesada was elected president on a platform that emphasized improved efforts against
organized crime and elimination of official corruption. The Fox administration, which took office December 1,
2000, has outlined an ambitious plan for strengthening and restructuring federal law enforcement agencies, in
particular strengthening the prosecutorial role of the PGR and transferring key police functions from the
Secretariat of Government to a new Secretariat for Public Security and Justice. The administration has
expressed its intention to professionalize and strengthen the role of the Federal Judicial Police, to be renamed
the Federal Investigation Agency. A cabinet-‐‑rank Comptroller General will focus on white-‐‑collar crime by
public officials and chair an inter-‐‑agency, cabinet-‐‑level panel on anticorruption. In late December, Fox
announced his intention to deploy at least 2,000 Federal Preventive Police (PFP) to Tijuana to "put an end to the
power exercised by the Arellano Felix Organization."

Appeal provisions provided in the 1999 Asset Seizure and Sharing Law continue to hamper asset forfeiture by
allowing drug traffickers to file prolonged legal appeals against GOM efforts to seize their properties.

Institutional Development. Institutional weaknesses within national law enforcement organizations remain a
serious obstacle to the efficiency and reliability of Mexican police forces. In 2000, a renewed focus by the GOM
on the professionalization of its law enforcement agencies was accompanied by increased collaboration with
the U.S. on training. The PGR, PFP, and the National Public Safety System (which coordinates training for state
police) were more proactive in coordinating a wide range of public security and counterdrug training
opportunities, including courses on ethics, human rights, "train-‐‑the-‐‑trainer" and basic investigation. The GOM
gave special emphasis to counterdrug training. Approximately 4,000 students participated in at least 122 U.S.
sponsored courses offered through Mexican law enforcement training institutions.

A new federal law enforcement entity for crime prevention, the PFP, operational since mid-‐‑1999, is charged
with prevention of federal crimes such as terrorism, smuggling, kidnapping, arms trafficking, drug trafficking,
and protection of federal installations such as airports, ports, highways, and borders. Intelligence gathering
and analysis to support this mandate is a major operational tool of the new force, whose commanders and
agents are among the highest paid police officials in Mexico.

Major improvements to the infrastructure of other key government agencies will support Mexican efforts to
combat drug trafficking and related crimes. The National Public Safety System invested approximately $1
billion U.S. dollars in both state and federal law enforcement agencies in 2000. The GOM invested in several
new tools for law enforcement, including: a nationwide fingerprint database which consolidated over 500,000
paper records; and the purchase of 24 Bell helicopters for drug crop eradication by the Mexican Attorney
General's office. In the area of money laundering, the Secretariat of the Treasury completed a major project to
allow automated filing of Mexican financial sector reports from banks. This effort will greatly speed the receipt
and analysis of data used to identify and track money-‐‑laundering operations.



The Office of the Special Prosecutor for Drug Crimes (FEADS) received a major upgrade to its communications
system and computer network. The USG donated four ion scanners to assist FEADS in detecting minute traces
of drug residue. The scanners have already been used to establish probable cause on one maritime smuggling
event.

The Mexican Secretariat of National Defense (SDN) spends approximately 16 percent of its budget on
eradication and interdiction. According to media reports, the SDN will receive a budget increase of 12 percent
in 2001 to further support counterdrug efforts.

Law Enforcement Efforts. Mexico's antidrug enforcement efforts included organized crime investigations, the
arrest of several important traffickers, sustained marijuana and poppy eradication, money laundering
investigations (see money laundering section of this report), chemical diversion control (see chemical control
section of this report), and increased bilateral cooperation in air, land and maritime drug interdiction.

Arrests. The GOM arrested a number of important traffickers in 2000, most significantly two high level
associates of the Arellano Felix Organization. On May 3, 2000, the Mexican military arrested Ismael "El Mayel"
Higuera Guerrero, chief operations officer for the AFO, in Tijuana. On March 11, 2000, Mexican authorities
arrested Jesus "Chuy" Labra Aviles, the AFO financial manager. Other key AFO collaborators captured in 2000
included Enrique Harari Garduno, a former Federal Highway Police director who provided protection and insider
information to the AFO; Carlos Ariel Charry Guzman, a Colombian affiliated with the Revolutionary Armed
Forces of Colombia (FARC), who served as a go-‐‑between for Colombia-‐‑Mexico drug shipments for the AFO;
and Ismael Higuera Avila, son of Ismael Higuera, who was arrested in Ensenada in August and was formally
arraigned on drug trafficking charges a month later.

Notable also was the arrest of Agustin Vazquez Mendoza, captured in the state of Puebla in July 2000, after a
six-‐‑year manhunt by U.S. and Mexican law enforcement agents. Vasquez Mendoza allegedly was responsible
for the 1994 killing of a DEA agent in Phoenix, Arizona, and his arrest would not have occurred without
significant sustained support by Mexican federal and state police agents. His extradition to the U.S. is pending
appeal.

In addition, a joint U.S.-‐‑Mexican investigation—Operation Tar Pit—resulted in the arrests of significant heroin
traffickers Isaias and Juan Hernandez Ibarra. Extradition requests are pending. In November 2000, Hugo
Baldomero Medina Garza, a key figure of the Gulf Cartel, was arrested in Tampico, Tamaulipas on charges of
drug trafficking, illegal arms possession, and money laundering. Mexican authorities are actively pursuing his
prosecution. In March of 2000, GOM vetted units arrested significant Mexican drug trafficker Olegario Meraz
Gutierrez, cousin of major trafficker Jose Albino Quintero Meraz.

Although none of the leading Mexican drug traffickers was arrested or convicted in 2000, these actions
represent significant accomplishments for Mexico's counterdrug agencies, both in arresting and initiating
prosecution of high-‐‑level traffickers. Each of these arrests involved successful operational planning and
execution, and a new level of interagency cooperation.

Seizures. Mexican law enforcement and military entities reported the following (provisional) seizure and
destruction statistics:

23.2 metric tons of cocaine (31 percent decrease over last year)
2005.1 metric tons of marijuana (37 percent increase)
302.0 kilograms of heroin (17 percent increase)
409.3 kilograms of opium gum (49 percent decrease)
638.2 kilograms of methamphetamine (78 percent increase)
23 clandestine laboratories (64 percent increase)

Asset Seizure & Forfeiture. In February 2000, GOM investigations identified and dismantled a complex money
laundering operation connected to the Amezcua Contreras organization. Through the investigation, the PGR
was able to identify and seize 70 properties, including bank accounts, 20 companies and six aircraft.

In May 2000, the GOM seized 20 properties associated with Ismael Higuera Guerrero. In June 2000, raids
conducted on multiple properties resulted in the seizure of five ranches presumably owned by Ismael Zambada
Garcia in Sinaloa. Zambada Garcia is a major trafficker previously associated with the Juarez cartel. In July
2000, Renato Tostado Felix, an alleged gunman for Juan Jose Esparragoza Moreno, was arrested and four
properties and bank accounts were seized. Esparragoza, known as "El Azul," is a major trafficker and former
member of the Juarez cartel.

Mexican authorities seized approximately 8 million U.S. dollars in AFO property following the arrests of Jesus
"Chuy" Labra and Ismael Higuera Guerrero.

As a result of combined operations, the PGR and U.S. Customs Service seized over 20 aircraft involved in drug
trafficking in northern Mexico.



Illicit Cultivation and Production. Mexico's aggressive eradication campaign, coupled with drought conditions
in 1999 and 2000, has reduced net cultivation of opium poppy to record lows. Illicit cultivation is characterized
by small fields in remote locations on public lands and is widely dispersed across a large potential growing
area.

In 2000, the GOM eradicated 15,621 hectares of opium poppy (up from 15,470 in 1999) and 31,019 hectares
of cannabis (down from 33,583 in 1999). The GOM does not produce estimates of illegal drug crop cultivation;
however, U.S. experts estimate that Mexico's net opium drug crop production in 2000 was 24 metric tons of
opium gum compared to 43 metric tons in 1999 and 60 metric tons in 1998. Net marijuana production was
7,000 metric tons of cannabis, compared with 6,700 metric tons in 1999 and 8,300 metric tons in 1998.
Marijuana production declined throughout the 1990's while opium poppy production, which had fluctuated
roughly between 4,000 and 5,000 hectares of net cultivation, dropped to its lowest level ever.

Cooperation between GOM and U.S. entities involved in eradication and assessment of drug crop production
has been excellent. The two governments held frequent exchanges of information regarding new types of drug
crops resistant to herbicides and eradication operations and in 2000 initiated a bilateral study to refine the
estimated opium yield of Mexican poppy plants.

Extradition. In 2000, the GOM extradited 12 fugitives to the United States as compared to 14 in 1999. Of the
12, six were sought on drug-‐‑related charges (three U.S. citizens, two Argentines and one Mexican national).
No major drug trafficker was extradited in 2000.

In January 2001, the Mexican Supreme Court ruled that the GOM, in its discretion, could extradite Mexican
nationals pursuant to the existing U.S.-‐‑Mexico Extradition Treaty. This decision, which impacts a large number
of outstanding cases, resolves a perceived contradiction between the Mexican Penal Code, Mexican extradition
law, and the extradition treaty over whether Mexican citizens must be tried in Mexico for crimes committed
abroad or may, "in exceptional cases," be extradited for trial in the country whose laws have been violated by
their criminal activities. Despite this perceived contradiction, the GOM extradited seven Mexican nationals and
one dual U.S.-‐‑Mexican national to the United States in cases it deemed exceptional between 1996 and 2000.
However, during the same time period, Mexican intermediate appellate courts entered nonappealable release
orders in favor of two significant drug-‐‑trafficking fugitives, Oscar Malherbe and Jaime Gonzalez-‐‑Castro, based
on findings that the jurisdiction of Mexican courts to prosecute Mexican nationals for offenses committed
abroad preempted any discretion of the Mexican executive branch to extradite them.

Notwithstanding the favorable Supreme Court decision on the nationality issue, adverse lower court decisions
on other issues continue to impede the extradition process. In fact, in 2000, four fugitives (three wanted for
narcotics trafficking and one for money laundering) were released after Mexican courts ruled against U.S.
extradition requests. Most significant is the issue of life imprisonment, which was the basis for the 2000
release of narcotics trafficker Jaime Ladino-‐‑Avila after a court ruled that his potential sentence of life
imprisonment in the United State violated the Mexican Constitution's prohibition against cruel or unusual
punishment While a battery of Foreign Ministry and judicial opinions throughout 2000 reached the opposite
conclusion of the Ladino court, underscoring that the Mexican Constitution contemplates imprisonment and
that potential life imprisonment abroad should not frustrate the extradition process, the issue remains to be
resolved by the Mexican Supreme Court. An unfavorable decision by the Supreme Court could extend to all
extradition cases where a fugitive, regardless of nationality, faces a potential life sentence in the United States.

As of December 31, 2000, there were 51 persons in Mexican custody pending extradition to the United States.
This group includes drug related defendants Agustin Vasquez Mendoza, wanted in connection with the 1994
murder of DEA agent Richard Fass; Ismael Higuera Guerrero, a top lieutenant of the AFO; and the brothers
Isaias and Juan Hernandez Ibarra, major heroin traffickers; and Jesus Amezcua Contreras, a noted
methamphetamine trafficker. Unfortunately, the extradition case against Jesus Amezcua's brother, Luis
Amezcua, was dismissed in January 2001 by a Mexican court due to lack of active pursuit by the GOM, but he
remains in custody on Mexican charges.

Demand Reduction. Mexico faces an increased drug abuse threat related to narcotrafficking. A GOM research
study shows that Mexican cocaine consumption has tripled in five years. An estimated 2.5 million Mexicans
used illegal drugs in 1998. The third annual U.S.-‐‑Mexico Binational Demand Reduction Conference was held in
April 2000 in Phoenix, AZ. Experts in treatment and addictions from both nations have established an ongoing
dialogue on all facets of drug consumption and treatment. The Mexican government has given special
attention to the northern border where the incidence of drug abuse is as much as three times the national
average. Demand reduction projects in the border cities of Tijuana and Ciudad Juarez have sought alliances
with similar efforts in adjacent U.S. cities.

In June 2000, the GOM named a "drug czar for demand reduction," who brought new attention and focus to
federal efforts to reduce drug use. The czar also assumed the helm of the National Council Against Addictions
(CONADIC), which was elevated to the Under-‐‑Secretary level within the Secretary of Health. CONADIC has since
been reorganized and has greatly decentralized the decision making process to state and local governmental



and NGO entities. A national media campaign against illegal drug use, alcohol abuse, and tobacco
consumption was launched, and an advisory board and trust fund were established to support demand
reduction projects.

Corruption. Pervasive corruption in Mexican government institutions remains the greatest challenge facing the
GOM in its efforts to fight drug trafficking and organized crime. Long term efforts by the GOM to address the
climate of corruption have been stymied by administrative shortcomings in its law enforcement agencies such
as a lack of police operational funds, lack of equipment and training, low salaries, and limited career
trajectories. Drug money further corrodes an already weak culture of law enforcement. Despite aggressive
efforts during the past two years to establish a vetting process for federal police agents, the GOM made little
progress against drug related corruption in 2000.

A joint U.S.-‐‑Mexico effort to create within the PGR specially vetted counterdrug units insulated from corruption
has not lived up to its potential. However, they continue to provide the best option available for eliminating the
existence and toleration of corruption within the law enforcement sector.

Notable instances that appear to be related to law enforcement corruption which occurred in 2000, include:

In March, the Chief Administrative Officer of the PGR, Juan Manuel Izabal Villicana, committed suicide
shortly after $700,000 USD was discovered in his safety deposit box and additional money was found in
other safety deposit boxes. One of Izabal's deputies, Jorge Francisco Miranda Noricumbo, director of
criminal assets seized by the PGR, was briefly detained and is now free on bail. While the investigation is
underway, the incident further undermined public confidence in government institutions.
In April 2000, two senior PGR prosecutors and one military officer were murdered. The loss of these
officials who were aggressively investigating the AFO was a major blow to Mexican counterdrug efforts.
Four federal police agents believed to be working for the AFO were arrested in connection with the
murders, and the chief suspect in the case, FEADS Commander Cesar Jimenez, is a fugitive.
On August 31, two senior military officers, GEN Mario Acosta Chaparro and GEN Francisco Humberto
Quiros Hermosillo were arrested and charged with links to the Amado Carillo Fuentes trafficking
organization.

The GOM has established several programs to deal with corruption. The National Public Safety System has
established a national police registry to prevent police officials dismissed for corruption from being hired by
another law enforcement entity. Additionally, the PGR's employee suitability unit, the Confidence Control
Center, conducts background checks and polygraphs on all federal prosecutors, police agents, forensic
experts, and pilots assigned to counterdrug duties. Employees who are removed through due process after
failing the screening, or who are found to be corrupt or incompetent, have no right to reinstatement, although
under certain circumstances they may be compensated for their dismissal.

President Fox has appointed Francisco Barrio Terrazas, the former governor of Chihuahua, as an anticorruption
czar, with broad authority to establish anticorruption programs in federal agencies. As Secretary of the
Controller and Agency for Administrative Development (SECODAM), Barrio also has oversight over Inspector
General-‐‑type audits of federal agencies. SECODAM focuses primarily on white-‐‑collar corruption, management
training and internal controls, and can levy administrative sanctions against corrupt officials.

Agreements and Treaties. Mexico is a party to the 1988 UN Drug Convention, the 1961 UN Single Convention
on Drugs as amended by the 1972 Protocol, and the 1971 UN Convention on Psychotropic Substances. It also
subscribes to regional antidrug commitments, including the 1996 Anti-‐‑Drug Strategy in the Hemisphere and
1990 Declaration of Ixtapa, which commit signatories to take strong action against drug trafficking, including
controlling money laundering and preventing chemical diversion. Mexico has bilateral narcotics accords with
32 countries.

The U.S.-‐‑Mexico extradition treaty has been in force since 1980. A U.S.-‐‑Mexico protocol to the extradition
treaty permitting the temporary surrender for trial of fugitives who are serving a sentence in one country but
also are wanted on criminal charges in the other was approved by the U.S. Senate in October 1998 and ratified
by President Clinton in January 1999. The Mexican Senate approved the protocol in December 2000, and its
entry into force is anticipated in early 2001.

Bilateral Cooperation. The U.S. and Mexico cooperate in a range of bilateral counterdrug and law enforcement
fora. Senior bilateral entities include the Legal Working Group of the Binational Commission chaired by the
Attorneys General of both countries and the High-‐‑Level Contact Group on Drug Control (HLCG), headed by the
Office of National Drug Control Policy (ONDCP), the U.S. Attorney General, the Mexican Foreign Secretary, and
the Mexican Attorney General. The HLCG met in April and in August 2000 to report on progress made by its
five working groups (money laundering, demand reduction, arms trafficking, interdiction) to review action
plans and goals, and to develop priorities for future cooperation. The Senior Law Enforcement Plenary Group
also continues its regular meetings to monitor and guide bilateral actions at the practical and operational level.

Military to Military Cooperation. The Mexican military has been more open than at any time in recent memory



and has pressed for expanded cooperation in overland interdiction and increased USG-‐‑funded training. A visit
to the U.S. by then-‐‑Secretary of National Defense Cervantes in January 2000, was followed by visits to Mexico
by the Chairman of the Joint Chiefs, J5 and the U.S. Army Chief of Staff.

Money Laundering. Despite the legislative and regulatory advances of the past few years and enhanced
domestic and international cooperation, effective implementation of Mexico's anti-‐‑money laundering program
remains weak. Some financial institutions, such as the "casas de cambio" are exempt from the CTR record
keeping and reporting requirements, although this may well change in 2001 as Mexico recognizes and plugs
this loophole.

Maritime Interdiction. In April 2000, under the auspices of the HLCG, the U.S. and Mexico established an
operationally focused Interdiction Working Group to exchange drug interdiction information that has improved
communications and cooperation. In October, the group adopted a protocol to facilitate communications
between maritime interdiction elements of both countries. Although multi-‐‑ton maritime seizures are down,
maritime coordination in "at sea" operations and patrolling has increased significantly.

In November, the U.S. and Mexico held a training exercise in post-‐‑seizure analysis for agents and prosecuting
attorneys of the Mexican counterdrug agency (FEADS), PFP, Secretariat of Communications and Transportation
(SCT), and officials from the U.S. Coast Guard, DEA, FBI, and U.S. Attorney's office. The highlights of the
exercise were the use of the ion scanner, crew interview techniques, and detection of false compartments on
maritime vessels. A joint session given by Mexican and U.S. prosecutors on protecting the chain of evidence
for case prosecution served to educate participants on the needs of judicial officials in both the U.S. and
Mexico.

Significant maritime seizures in 2000 included: 5.5 metric tons cocaine, F/V Valeria (January 25); 2.4 metric
tons cocaine, go-‐‑fast (March 29); 3.5 metric tons cocaine, F/V Top Flight (June 18); 2.4 metric tons cocaine,
G/F Rosita (August 21); 1.378 kilograms cocaine, go-‐‑fast (October 14); 3.2 metric tons cocaine, go-‐‑fast
(November 28).

Judicial Exchanges. The U.S.-‐‑Mexico Judicial Exchange Program, coordinated by a Binational Committee of
Judges and the National Center for State Courts (NCSC), has helped to increase communication and mutual
understanding among the judiciaries of the two nations. Over 500 Mexican judges have participated in U.S.-‐‑
sponsored conferences, seminars, training courses, and graduate programs in the past three years.

In addition, USAID's Rule of Law program has worked closely with GOM entities to develop and strengthen
justice sector institutions. Initiatives undertaken in 2000 include: 1) a Judicial Masters program developed by
the National University of Mexico (UNAM); 2) a diagnostic of Mexican state courts completed by UNAM and
used by President Fox's Transition Team as a source for future policies regarding the Judicial Branch; and 3) a
community mediation center in the state of Jalisco established by the Center for Attention to Victims of Crime
(CENAVID), a local NGO, to demonstrate how mediation can improve the quality of legal aid services for the
poor.

IV. U.S. Policy Initiatives and Programs
As neighboring states facing a common threat, each country's antidrug efforts are directly affected by the
policies and efforts of the other. Therefore, both the U.S. and Mexico have sought, through bilateral fora such
as the HLCG and Senior Law Enforcement Plenary, and through the Bi-‐‑National Drug Strategy, to construct
complementary programs and policies. U.S. drug control policy in Mexico is aimed at supporting political
commitment and strengthening the institutional capability of the GOM to take effective measures against the
production and trafficking of illicit drugs and related crimes. The USG seeks to work collaboratively with
Mexico to apprehend and prosecute the leaders of the transnational criminal organizations, to disrupt or
dismantle cartel operations, to combat money laundering, arms trafficking, and precursor chemical diversion,
and to reduce the demand for drugs.

Cooperative initiatives along our common border are a priority for both nations. In addition, the U.S. seeks to
support the GOM's efforts to strengthen institutions, to improve training for its personnel, to modernize the
justice sector, and to promote anticorruption reforms. Critical to this success is the identification and
prosecution of corrupt law enforcement, military, political, and business leaders who protect traffickers.

The Road Ahead. Mexico and the U.S. will continue to cooperate in a broad spectrum of counterdrug activities,
including those targeting drug abuse, trafficking and production. The effectiveness of national and bilateral
efforts against drug crimes will depend largely on demonstrable progress in disrupting and dismantling
transnational narcotrafficking organizations. This includes apprehending, prosecuting and convicting major
drug traffickers, and exposing and prosecuting individuals and businesses involved in providing critical
support networks such as money laundering and front companies, security transportation, and warehousing.

Continued measurable progress in reducing the production of illicit drugs and the flow of such drugs through



Mexico into the U.S. has long been a shared USG-‐‑GOM objective. Continuation of programs to exchange
information or experiences in specialized areas will contribute to such progress.

The methamphetamine problem is of serious concern to the U.S. and of increasing concern to Mexico as the
consumption rate, particularly in the northern border areas, continues to rise. Much of the methamphetamine
sold in the U.S. is believed to originate from the western coastal states of Mexico. Mexico should become more
aggressive in chemical control and the coordination of bilateral initiatives should be addressed to deal with
this growing problem.

The elimination of official corruption is key to improving counterdrug efforts. The establishment of effective
internal affairs units within Mexican law enforcement bodies is critical. The Mexican police must become more
aggressive in their efforts to seek out and punish corrupt officials from their own ranks. The establishment of
internal audit divisions to deal with administrative corruption that leeches resources from field units will
further strengthen the operative elements of the police forces.

As experience in other countries has shown, vetted unit initiatives offer an opportunity to initiate and to
advance investigations against major drug traffickers. Bilateral cooperation, confidence building, and
information sharing will continue to improve by adoption of a strengthened vetting process. The vetting
process that screens officials to serve in specialized units should be incorporated as ongoing and random
screening, rather than a one-‐‑time exercise.

Security for both Mexican and U.S. law enforcement personnel is of paramount importance. Close collaboration
between the U.S. and Mexico, such as existed during the Agustin Vasquez Mendoza case, sends a strong signal
to drug traffickers that threats against U.S. or Mexican agents will not be tolerated.

Mexico has had only a handful of successful money laundering prosecutions and convictions. Recent changes
to money laundering regulations will improve the ability of the Mexican government to track money laundering
operations from unregulated exchange houses and other financial institutions. Establishment of a mechanism
to obtain information necessary for investigations from Mexican banking institutions and closer collaboration
between financial investigative units within the Mexican government would facilitate the successful
prosecution of money laundering cases.

The USG will continue to offer technical support to Mexico in developing and strengthening its counterdrug
institutions. Despite increased GOM support to law enforcement, better equipment, more and better-‐‑trained
personnel, and improved salaries and benefits are still needed to bring law enforcement units to full operating
efficiency.

Increased cooperation on post-‐‑seizure and post-‐‑arrest analysis will enhance investigations against major
trafficking organizations.

The Mexican Supreme Court's decision to validate the extradition of Mexican nationals is a welcome
development as it supports the principle that criminals should be tried where the crime was committed. The
Mexican "amparo" process, a cumbersome appeals process, continues to hinder the extradition of major drug
traffickers to the U.S. and feeds the perception that Mexico is a safe-‐‑haven for fugitives from justice.

The two countries have made progress in initiating or implementing important elements of the common
strategy for cooperative action against illicit drugs. Shared objectives in 2001 are to:

Reduce the demand for illicit drugs in both countries by intensifying antidrug information and educational
efforts;
Improve our respective capacities to disrupt drug shipments by land, air and sea;
Focus law enforcement efforts against criminal organizations and those who facilitate their operations;
Strengthen U.S./Mexican law enforcement cooperation and policy coordination, especially through the
vetted unit program;
Make effective use of extradition procedures and ensure that fugitives are brought to justice
expeditiously and with due legal process;
Enforce existing laws more effectively to detect and penalize money laundering; enhance bilateral and
multilateral exchanges of expertise to combat money laundering;
Continue training and technical cooperation programs.

Mexico Statistics
(1992-‐‑2000)
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1 The eradication figures shown are derived from data supplied by Mexican authorities. The effective eradication figure is an

estimate of the actual amount of a crop destroyed-‐‑-‐‑factoring in replanting, repeated spraying of one area, and other factors.

2 In 1995, the PGR revised downward the 1994 national detainees figure from 14,968 to 6,860.

Nicaragua
I. Summary

While Nicaragua is not a major drug producing country, it is a transit area for illegal narcotics en route from
South America to the U.S. Evidence in 2000 did not support a finding that the illicit narcotics entering the U.S.
from Nicaragua were in an amount sufficient to have a significant effect on the U.S., but Nicaragua is a country
of concern to the U.S. Drug consumption within Nicaragua is on the rise, particularly along the impoverished
Atlantic Coast. The Nicaraguan Government has shown its commitment to the fight against the narcotics trade.
However, the Nicaraguan National Police (NNP) still need significant support. Severe resource constraints and a
legal system plagued with inefficiency and corruption have made it difficult for the police to make significant
progress in this area.

Important legal reforms are now under consideration. During 2000, the USG provided significant assistance to
the counternarcotics efforts of the Nicaraguan Police. Nicaragua's weak and under-‐‑regulated banking sector
makes it a susceptible to money laundering activities. Nicaragua is a party to the 1988 UN Drug Convention.

II. Status of Country
The Government of Nicaragua (GON) has become increasingly aware of the dangers posed by drug trafficking
and has focused on policy and structural changes to fight the problem. Public awareness has also increased.
The primary threats are drug transshipment and consumption. Colombian and other drug trafficking
organizations move drug shipments through Nicaragua mainly over land and sea routes. The Atlantic Coast, in
particular, has become a way station for "go-‐‑fast" boats en route from Colombia to points further north.
Traffickers often pay local facilitators in drugs, fueling growing drug consumption in the country. While
Nicaragua's banking system is too small to be considered a prime target for potential money laundering, U.S.
experts believe this could change if fundamental problems in Nicaraguan banking regulations are not
addressed.

The Nicaraguan National Police is a capable law enforcement organization, but their effectiveness is limited by
severe resource constraints and weaknesses within the criminal justice system, notably inefficiency and
corruption. The army, which includes a naval unit, provides some support to Nicaraguan law enforcement in
combating drug trafficking. Consumption of illegal drugs (especially crack cocaine) is a serious and growing
problem, particularly along the Atlantic Coast.

III. Country Action Against Drugs in 2000
Policy Initiatives. During 2000, the GON moved forward in its efforts to modernize the country's legal
machinery for confronting the narcotics trade. A proposed new criminal code is working its way through the
legislature and GON officials anticipate that it will be approved in 2001. The Supreme Court approved a new
Penal Procedural Code on November 24, 2000, which is being reviewed by the Justice Commission of the
National Assembly. Should the bill receive final approval, the new penal code procedures would help move
Nicaragua from an inquisitorial justice system (in which judges handle investigations based on written reports
submitted by the police) toward becoming an accusatorial system (in which police carry out investigations and
defendants can present oral arguments on their own behalf). The National Assembly has also discussed
creating an independent "Public Ministry" that will give prosecutors greater autonomy.

Accomplishments. The GON took a number of important steps in 2000 to strengthen its national antidrug
effort. The National Assembly formed an Institute to study the drug problem. On August 15, the Chief of the
National Police and the Commander of the Army signed a formal cooperative agreement that established



mechanisms to share information and coordinate counternarcotics enforcement activities. The GON increased
the size of the National Police Narcotics Unit from 96 to 116 officers.

Law Enforcement Efforts. Nicaraguan authorities seized 1,693 kilograms of cocaine and three kilograms of
heroin. An additional 27 kilograms of heroin that had been shipped through Nicaragua were seized in the U.S.
In addition, the authorities seized 83,066 marijuana plants and 5,135 crack stones. When one includes the
heroin seizures in the U.S., Nicaragua-‐‑related heroin confiscations rose significantly from the previous year.

Corruption. Efforts to resist corruption are complicated by the fact that the police have the lowest salaries in
Central America—an entry-‐‑level police officer makes less than $80 a month. During 2000, the Nicaraguan
Police undertook several measures to combat and control corruption in their ranks. The Police began a new
system of rotating Captains and Lieutenants serving in rural areas. Personnel at the Commissioner and Sub-‐‑
Commissioner level had already been subject to similar rotations. The practice is now being extended
downward to lower-‐‑ranking officials in an attempt to undercut possible conflicts of interest that might develop
at the local level. One officer suspected of corruption was removed from the National Police Drug unit. In early
September, the Police began to issue numbered badges to officers, making it easier for citizens to identify
officers who engage in questionable acts. Finally, the Nicaraguan counterdrug unit answers only to the two top
ranked officials in the National Police, a practice that helps to protect sensitive information.

A growing problem is the misuse of medical parole, through which convicted individuals are obtaining releases
under the guise of medical ailments. They do this largely through bribing judicial or legislative officials. In late
2000, a notorious drug suspect and former policeman, Roger Ramirez, attempted to gain freedom on medical
grounds under the terms of a legislative pardon. Strong protests from the National Assembly quashed this
effort.

The GON is developing a task force, to be headed by former Vice President Bolanos, that will address
corruption across the government. The GON is also in the process of developing a National Integrity Plan
geared toward greater transparency and governability. As part of this, the NNP and the Controller's Office have
recently signed an agreement to cooperate in the fight against corruption. Finally, the National Integrity Plan
calls for a civil service law to professionalize government employees.

Money Laundering. One area of specific concern is Nicaragua's weak banking sector. Though existing law
requires that banks report deposits of over USD 10,000 to a Commission of Financial Analysis, this
Commission has not been established. The Commission is supposed to work under the aegis of the Ministry of
Government and is to be made up of representatives from a variety of government institutions, including the
Police and the Superintendency of Banks. However, the Nicaraguans have neither the resources nor the
technical expertise to get the Commission up and running. Consequently, money laundering laws are not yet in
force and no money laundering cases have been prosecuted.

Agreements and Treaties. Nicaragua is a party to the 1961 UN Single Convention, the 1971 UN Convention
on Psychotropic Substances and the 1988 UN Drug Convention. A U.S./Nicaragua extradition treaty has been in
effect since 1907, however, the Nicaraguan constitution prohibits extradition of Nicaraguan nationals.
Nicaragua is also a member of CFATF. In December 2000, Nicaragua signed the UN Transnational Convention
Against Organized Crime.

Cultivation/Production. With the exception of marijuana, which is consumed domestically, illegal drugs are
not cultivated in Nicaragua. The GON continued its ongoing eradication effort in 2000.

Drug Flow/Transit. Nicaragua's location, the endemic poverty of a large proportion of the population and the
lack of resources available to law enforcement make the country an attractive transit area for international
drug trafficking. The area of the country most vulnerable to drug trafficking is the sparsely populated, isolated
Atlantic Coast. The many islands and tiny inlets of the Atlantic littoral provide ideal way stations and rest areas
for drug smugglers moving between Colombia and points further north. Some Atlantic Coast residents support
the traffickers by refueling trafficker vessels and by storing drugs. In some communities, drug smuggling has
become the principal economic activity. Drugs also move north along the Pan American Highway and in fast
boats that run along the Pacific Coast.

Domestic Programs. Drug consumption in Nicaragua is on the rise, particularly crack cocaine usage on the
Atlantic Coast, an economically afflicted area that suffers from 60-‐‑70 percent unemployment. Drug traffickers
often pay for cooperation from local citizens in kind, giving drugs to those who aid them. In addition, drug
shippers threatened by interdiction in the Caribbean will frequently toss their wares overboard. These
packages wash ashore in poor communities where they are viewed as a lucky find by impoverished local
residents, who then divide the drugs up among village members. Both these trends contribute to increases in
local usage.

The GON has responded to its growing domestic drug problem. The Ministries of Education and Health, the
Police, and the Nicaraguan Fund for Children and Family (FONIF) have all undertaken limited demand reduction
campaigns. Each of these agencies faces significant financial constraints in these efforts. The Minister of



Education and the Police have agreed to implement a D.A.R.E. program in 2001.

III. U.S. Policy Initiatives and Programs

Bilateral Cooperation. Nicaragua and the United States now enjoy a strong counternarcotics relationship. The
police have made significant progress in recent years in professionalizing their force. Since the Nicaraguan
Police established formal relations with the DEA in 1997, cooperation between the two agencies has been
ongoing and effective. During 2000, the U.S. continued to provide significant antinarcotics and law
enforcement assistance to the National Police, both through the DEA, State/INL, and the Department of
Justice's International Criminal Investigative Training Assistance Program (ICITAP). The USG provided over 30
seminars to the Nicaraguan National Police.

In response to the vast and long-‐‑term complications created by Hurricane Mitch, the USG provided Nicaragua
with additional funding to fight corruption and alien smuggling and to build the country's capabilities to carry
out the interdiction of drugs shipped by land. These efforts continue.

The Road Ahead. Nicaragua's leaders recognize the threat that the drug trade poses to Nicaraguan society and
to Nicaraguan sovereignty. They and the police forces are committed to the antidrug effort. Nevertheless,
Nicaragua faces significant challenges in countering the international drug trade, notably the lack of the
necessary resources. They need to continue the internal reforms and professionalization of justice sector
personnel. Nicaragua has increased its cooperation with neighboring states, via the Central American
Permanent Commission against drugs (CCP) and the Inter-‐‑American Drug Abuse Control Commission (CICAD),
which will help to reinforce national efforts.

The United States and other donors have undertaken programs to strengthen the technical capabilities of the
Nicaraguan police and the accountability of the judicial system, which will also aid Nicaragua in its efforts to
create a viable and stable democratic system. Nicaragua and the U.S. are now working to conclude a bilateral
maritime agreement, which would permit joint operations in maritime interdiction efforts off the coasts of
Nicaragua. The U.S. is also supporting Nicaragua's efforts to tighten regulation over the country's financial
system in an effort to counter money laundering.

Panama
I. Summary

The Government of Panama (GOP) continues to demonstrate its willingness to combat drug trafficking, money
laundering and other transnational crimes. In 2000, the GOP seized significant amounts of illicit drugs
although trafficking routes appeared to have changed. Panama passed anti-‐‑money laundering legislation
expanding the grounds on which money laundering can be prosecuted and amplified the types of businesses
subject to money laundering controls. Panama is a party to the 1988 UN Drug Convention.

Panama is a major transshipment point for illicit drugs smuggled from South America. Cocaine is stockpiled in
Panama before it is repackaged for transfer to the U.S. and Europe. Panama's location, its largely unpatrolled
coastlines, advanced infrastructure, underdeveloped judicial system, and well-‐‑developed financial services
sector make it vulnerable to transnational crime, including drug trafficking, money laundering, illicit arms
sales, stolen vehicle trafficking and alien smuggling. Panama's canal, containerized seaports, the Pan-‐‑
American Highway, an active international airport, and numerous uncontrolled airfields provide organized
crime groups a variety of ways to transport illicit narcotics through Panama.

Panama's international banking center, the Colon Free Zone (CFZ) and its U.S. dollar-‐‑based economy attract
money launderers. In addition to changing Panama's money laundering laws and regulations, with the goal of
bringing them into compliance with international standards, the Moscoso Administration participated in anti-‐‑
money laundering training and worked closely with the USG to achieve mutual money laundering law
enforcement objectives.

II. Status of Country
Panama's proximity to the world's largest cocaine producer and its inadequate maritime, airport, and border
controls continued to make Panama a major drug transit country. Domestic drug abuse continued to increase
in 2000. Panama is not a significant producer of drugs or precursor chemicals. Panama's large and
sophisticated banking and trading center, and its dollar-‐‑based economy, make it an attractive site for money
laundering, especially through the Colombian Black Market Peso Exchange (BMPE). The BMPE is a complex
network dedicated to changing U.S. dollars into Colombian pesos and is used by drug traffickers and
smugglers, as well as by legitimate industry attempting to avoid trade tariffs. The Moscoso Administration
took concrete steps to enhance Panama's measures to combat money laundering (see Money Laundering
Section). Panama is a member of the Egmont Group (an alliances of 30 nations with centralized financial
intelligence units that meet once a year) and the Caribbean Financial Action Task Force (CFATF).



III. Country Actions Against Drugs in 2000
Policy Initiatives. The National Commission for the Study and Prevention of Drug-‐‑related Crimes (Commission
Nacional Para El Estudio Y la Prevencion de Los Delitos Relacionados con Droga—CONAPRED), Panama's
national drug policy office, established an interagency precursor chemical control board in 2000. This board
will integrate the four principal GOP entities regulating chemical control with private sector businesses
involved in the chemical industry. CONAPRED also began drafting Panama's 2002 to 2007 national drug
strategy. The Technical Judicial Police (PTJ) worked closely with the U.S. Embassy to develop a project that will
establish Panama's first regional forensic laboratory and lead to upgrades for the PTJ's central forensic
laboratory.

Accomplishments. Through CONAPRED and under the authority of the Attorney General, Panama continued to
implement the National Drug Strategy 1996-‐‑2001, its own national counternarcotics plan. This program,
coordinates GOP and non-‐‑governmental organizations (NGOs) and emphasize prevention, treatment,
rehabilitation, supply control and interdiction. In 2000, CONAPRED worked closely with Cruz Blanca, a local
NGO, and the Embassy to design Panama's first major epidemiological study of youth drug abuse since 1993.
In May, Panama hosted the annual meeting of the Egmont Group of Financial Analysis Units (UAF) and in
August 2000, Panama hosted the "Fourth Hemispheric Congress on the Prevention of Money Laundering."
Panama's Financial Analysis Unit and the Panama Banking Association organized both events.

Law Enforcement Efforts. DEA statistics show seizures of 6,640 kilograms of cocaine, 2,490 kilograms of
marijuana, 69 kilograms of heroin, 2,250 tablets of MDMA and 237 arrests for international drug-‐‑related
offenses. Although Panama's cocaine seizures in 2000 were lower than its record seizures in 1997-‐‑98, they do
represent a significant increase over 1999. Heroin seizures for 2000 are the highest ever recorded. The two
seizures of MDMA are the first recorded in Panama. Interdiction successes in 1997-‐‑8 forced traffickers to
change their trafficking patterns in 1999-‐‑2000. As a result, most of the large seizures in 2000 were the result
of intelligence-‐‑driven, investigatory efforts rather than random enforcement. Significant seizures of heroin
underscored Panama's key role in the transfer of heroin from Colombia into the U.S.

Although GOP inter-‐‑agency law enforcement cooperation appears to have improved, the relationship between
the Public Ministry and the PTJ remained strained. U.S.-‐‑Panama bilateral cooperation with the PTJ's
counternarcotics squad, which is co-‐‑housed with the Public Ministry's drug prosecutor, remained excellent.
Panama's National Police (PNP) continued to support its counterpart agencies and to work with USG law
enforcement agencies. The PNP's Directorate of Information and Intelligence (DIIP) played an increasing role in
organizing and executing operations.

The National Maritime Service (SMN) continued to achieve success in interdicting illicit narcotics; its operations
resulted in seizures of 1,496 kilograms of cocaine and six kilograms of heroin. The SMN continued to work
well with the National Air Service (SAN), the Panamanian National Police (PNP), the PTJ, the drug prosecutor's
office, and with its USG counterparts. The SMN participated in maritime drug intelligence sharing which
contributed to the seizure of seven Panamanian flagged vessels in international waters and 17,851 kilograms
of cocaine. The presence of USCG personnel to train and assist in joint mission planning and professional
exchanges that are conducted during joint operations has been invaluable.

Despite limited air assets and continuing problems with maintenance and spare parts procurement, the strain
of heavy commitment to Darien Province border police support and internal structural problems, the SAN
continued to provide excellent support for counterdrug operations. Notable successes include the SAN's March
25 seizure of a helicopter and 350 kilograms of cocaine in Chiriqui Province. During this event, the SAN
demonstrated its capability to intercept, track and force down a helicopter identified by the U.S. Customs
Service (USCS) as having been purchased from drug proceeds. The SAN responded repeatedly to U.S. law
enforcement requests to overfly and photograph suspect areas and to identify suspect aircraft in flight or on
the ground. The SAN offered assistance to support an initiative to use Tocumen International Airport for short-‐‑
notice refueling of U.S. Customs aircraft. The SAN provided crucial logistical support that enabled the U.S.
Coast Guard (USCG), assisted by the SMN and the PNP, to transfer 11 Colombian prisoners and 20 kilograms of
evidentiary cocaine to the U.S. The SAN and the PNP also continued to cooperate in the surveillance of areas of
potential coca and marijuana growth.

Precursor Chemicals. Panama is not a major producer or significant consumer of chemicals used in
processing illegal drugs. However, a large volume of chemicals transits the CFZ for other countries. In 2000,
Panama further developed its regulatory/enforcement infrastructure to control the use and shipment of
precursor chemicals with the assistance of the U.S. Embassy and the Inter-‐‑American Drug Abuse Control
Commission (CICAD). The GOP also established an interagency precursor chemical control board that will
coordinate chemical control between four GOP entities and the private sector.

Asset Forfeiture. Panama's legal system authorizes asset forfeiture, including a system for identifying and
forfeiting narcotics-‐‑related assets. Through forfeiture actions the PTJ, the PNP and other GOP law enforcement



agencies have acquired numerous vehicles. Panama has not specifically enacted legislation to authorize it to
share seized narcotics assets with other governments but the GOP has shared assets with other countries
individually. Building on negotiations between the United States Attorney's Office and the Office of Panama's
Attorney General, the USG developed a draft asset sharing agreement that the GOP is reviewing. This
agreement would permit asset sharing in the multi-‐‑million dollar Gonzalo Rodriguez Gacha case as well as
other major narcotics trafficking cases.

Money Laundering. USG/GOP money laundering cooperation improved significantly with the Moscoso
Administration. In June 2000, Panama was named by the Financial Action Task Force (FATF), as one of 15
"non-‐‑cooperative" jurisdictions in the fight against money laundering. Partly in response to this designation,
the GOP, in October 2000, passed money laundering laws that greatly expanded the grounds on which money
laundering can be prosecuted. The new legislation increased the number of entities required to report cash
transactions of $10,000 or more and/or suspicious transactions. Executive decrees promulgated in October
permitted direct sharing of information between the UAF and its foreign counterparts and the Public Ministry's
investigation/prosecution unit. Also during 2000, Panama joined the Black Market Peso Exchange Group of
countries. (See money laundering section).

Corruption. Corruption by lower-‐‑level officials in the police and judiciary, though often not publicized, is an
impediment to drug control efforts. Although involvement in drug-‐‑related corruption is officially discouraged,
weak enforcement allows much of it to go unpunished. These factors inherently foster individual corruption
and make it challenging to develop long-‐‑term, criminal investigations against top-‐‑echelon drug and money
laundering violators. The president of the Supreme Court is committed to making the judicial system more
effective and transparent. She has worked closely with USAID to develop an Administration of Justice program
launched during 2000 that targets many of the judicial system's infrastructural weaknesses, including case
tracking, judicial and ethics training and alternative dispute resolution.

Agreements and Treaties. Panama is a party to the 1988 UN Drug Convention, the 1961 UN Single
Convention and its 1972 Protocol, and the 1971 UN Convention on Psychotropic Substances. A mutual legal
assistance treaty (MLAT) and an extradition treaty are in force between the U.S. and Panama, although the
Panamanian constitution does not permit the extradition of Panamanian nationals. Panama signed a bilateral
stolen vehicle treaty in June 2000. Comprehensive implementing legislation is awaiting Legislative Assembly
approval.

The USG and the GOP signed a maritime operations agreement, which included provisions for shipriders and
USCG support and assistance to the SMN, in 1991. In 1999, the USG concluded a Customs Mutual Assistance
Agreement (CMAA) with the GOP.

The GOP participates in CICAD, the Caribbean Financial Action Task Force (CFATF), the Black Market Peso
Exchange Working Group and the Basle Committees' Offshore Group of Bank Supervisors (OGBS). Panama
joined the Egmont Group, an alliance of 30 nations with centralized financial analysis units to combat money
laundering in 1997, becoming the group's first Latin American participant. Panama's new anti-‐‑money
laundering executive decrees will also make it possible for the first time for Panama's UAF to exchange
information with Egmont Group counterparts subject to memorandums of understanding with each Egmont
country.

Panama has bilateral agreements on drug trafficking with the United Kingdom, Colombia, Mexico, Cuba, and
Peru and MLATs with the UK, Colombia, Costa Rica, El Salvador, Guatemala, Honduras, and Nicaragua.
Negotiations for a comprehensive U.S./Panama bilateral maritime agreement are underway. Panama signed the
UN Convention Against Transnational Organized Crime and its protocols in December 2000.

Cultivation and Production. Eradication. Aerial reconnaissance by the SAN in 2000 indicates the presence of
suspected small coca fields in one of the previously eradicated areas. As the quantity is minute and located in
a very remote area near the Colombian border, it was deemed unworthy of an eradication effort. There are
limited amounts of marijuana cultivated to supply the local market but are insufficient for export. Both the SAN
and the PNP investigate areas of potential cultivation and to eradicate marijuana or coca when it is found. In
2000, the SMN eradicated 867 kilograms of marijuana on the Isla del Rey Perlas and in the Darien Province.
Sporadic reports of drug laboratories in the Darien remain unconfirmed.

Drug Flow and Transit. Panama is a key center for the transit and distribution of South American cocaine and
increasingly, precursor chemicals and heroin. Fishing vessels, cargo ships and "go-‐‑fast" boats transit
Panamanian waters, continuing on to other Central American countries or dropping off their cargo in Panama.
Shipments dropped off in Panama are repackaged and moved northward on the Pan-‐‑American Highway, or
depart in sea freight containers. Small, low-‐‑flying planes were reported entering Panamanian airspace and
dropping drug loads in remote, sparsely populated areas. Couriers transiting Panama by commercial air flights
continued to move increasing amounts of cocaine and heroin to the U.S. and Europe. The quantities of
Colombian heroin transiting Panama during 2000 increased significantly indicating that South American drug
organizations remain committed to increasing their share of the highly profitable heroin market.



Domestic Programs (Demand Reduction). In 2000, Panama continued to implement CONAPRED's
counternarcotics plan and to design its next five-‐‑year counternarcotics strategy. As part of the National Drug
Strategy, CONAPRED also began its first comprehensive public national drug prevention campaign in
September 2000. The demand reduction portion of the strategy stresses prevention, treatment, rehabilitation
and reinsertion of drug users into the labor force. The Ministry of Education and CONAPRED, supported by NAS
funding, promoted demand reduction through training for teachers, information programs, antidrug abuse
training for youth, school curriculum programs. CONAPRED and the Embassy's Narcotics Affairs Section also
supported the Ministry of Education's National Drug Information Center (CENAID) in 2000. These efforts were
integrated with the Ministry of Health's treatment and rehabilitation programs and those of the Catholic
Church, local NGOs and the University of Panama. Hogares Crea has established Panama's first long-‐‑term
rehabilitation center outside of Panama City, in a rural area in Cocle Province. Working with the Embassy's
Narcotics Affairs Section and the NGO Cruz Blanca, CONAPRED developed a comprehensive epidemiological
survey of Panama's youth drug abuse problem and its links to violence, family break-‐‑up and other social
factors. This survey will be conducted in the four major urban areas in the first quarter of 2001.

IV. U.S. Policy Initiatives and Programs
The U.S. provided crucial equipment, training, and information to enhance the performance of GOP
counternarcotics and law enforcement institutions in 2000. These U.S.-‐‑supported programs are aimed at
improving Panama's abilities to investigate and prosecute illegal drug trafficking and other transnational
crimes, to strengthen Panama's judicial system, to assist Panama to implement its drug abuse prevention
program, to encourage the enactment of more effective laws and regulations covering counternarcotics, money
laundering, alien smuggling, stolen vehicle trafficking and corruption and to ensure strict enforcement of
existing Panamanian laws.

The U.S., through USAID, is assisting the GOP to develop an Administration of Justice (AOJ) program to
strengthen law enforcement and judicial institutions and procedures from both within and without the system.
This program includes segments covering judicial transparency/ethics, developing a registry of judicial
opinions, alternative sentencing proposals and commercial dispute/alternative dispute resolution proposals.
The AOJ program also works to promote the development of civil society. In October, USAID sponsored
Panama's first conference of six Panamanian non-‐‑governmental organizations working toward judicial reform.
This group will become a focal point through which the Embassy will support Panamanians seeking to
strengthen and improve Panama's judicial system.

During 2000, the U.S. Coast Guard continued to work closely with the SMN, enhancing its effectiveness as a
maritime interdiction force. The U.S. traditionally has had an excellent relationship with Panamanian Customs
and U.S. programs have provided Panamanian Customs with training and operational tools. The USG and GOP
signed a Memorandum of Understanding in 2000 to arrange for the transfer of support equipment, including
four 22-‐‑foot boats for the SMN and two vans for Customs. The Embassy's Office of Defense Cooperation
transferred an 82-‐‑foot Coast Guard patrol boat to the SMN in 2000, with another scheduled to arrive in
January 2001. The Office of Defense Cooperation received $590,000 in Foreign Military Financing in 2000
which is being used to help the SMN establish an Atlantic base, procure much-‐‑needed repair parts for boats
transferred by the USG and training. The U.S. transferred excess Department of Defense property that had
been used on U.S. bases before the reversion of the Panama Canal to the Government of Panama in December.
The property, which includes boats and vehicles, is to be used for anticrime purposes.

Other USG projects begun in 2000 included: working with the GOP to upgrade its forensic laboratory and
establish a satellite forensic laboratory for Panama's Western provinces, assisting the PTJ's Antinarcotics Unit's
motorpool to become more effective, providing training and equipment to deter alien smuggling and vehicle
theft, and upgrading the analytical capacity of the Financial Analysis Unit. The USG continued to support the
Ministry of Education's teacher training for demand reduction programs, development of Panama's Joint
Intelligence Coordination Center (JICC) and joint counternarcotics operations between Panamanian authorities
and DEA, Customs, INS and the U.S. Coast Guard. The USG donated four narcotics detection dogs to the
Customs unit at Tocumen International Airport; the canine program has already resulted in an increase in
narcotics seizures.

Bilateral Cooperation. The Moscoso Administration continued its close cooperation by increasing joint
counternarcotics efforts with DEA and by strengthening national law enforcement institutions. The GOP
cooperated with U.S. requests to board and search Panamanian-‐‑flagged vessels suspected of drug smuggling
in international waters despite the December 31, 1999 expiration of the Status of Forces agreement (SOFA)
that eliminated an important framework under which counternarcotics joint operations and training had taken
place. Nonetheless, the GOP has remained one of our principal partners in counternarcotics missions. Under
the authority of the Attorney General and Ministry of Government and Justice, there have been seven transits of
drugs or prisoners seized on the high seas, in territorial waters, and in the Panama Canal. The GOP has been
extremely cooperative and forward-‐‑leaning, both with seizures within their territory as well as prosecution of



targets of drug intent. It has engaged in cooperative maritime investigations with partner nations, most
notably Colombia and Costa Rica. The SMN will provide four crewmembers in March 2001 for the Caribbean
Support Tender, a U.S. Coast Guard vessel with a multinational crew that provides training and assistance in
ship maintenance and repairs to Caribbean Coast Guards. The lack of a formal arrangement to permit short-‐‑
term visits by Armed Forces personnel for law enforcement purposes hampered joint maritime and training
cooperation. Due to the lack of such an arrangement, several events were cancelled that would have expanded
significantly USG/GOP joint maritime interdiction efforts. Our Embassy actively seeks to reach a mutually
acceptable framework with the Government of Panama to allow occasional, temporary deployments of U.S.
armed services personnel to Panama for law enforcement purposes. The PTJ, Customs, the National Directorate
of Immigration and the PNP, with support from the U.S. Immigration and Naturalization Service, U.S. Customs
and DEA, executed two major joint interdiction operations along the Costa Rican border against alien
smuggling and drug trafficking.

The Moscoso Administration drafted Panama's first-‐‑ever law enforcement/national security strategy with some
U.S. assistance. This strategy was the major focus of the U.S./Panama bilateral meetings in the fall of 1999 and
the spring of 2000. At these meetings, the U.S. and Panama discussed an array of issues in four bilateral
working groups: social affairs and the environment, law enforcement, trade and security. The Law Enforcement
Working Group exchanged information and presented recommendations on counternarcotics, extradition,
asset forfeiture, justice reform, stolen vehicles, alien smuggling and money laundering.

The GOP continued to investigate important high-‐‑level drug traffickers. Some examples of major cases in 2000
include:

Fernando Mendoza, 1,008 kilograms of cocaine seized, 25 arrests
Mohamad Soueidan, 377 kilograms of cocaine, 14 arrests, six vehicles, real estate, and one CFZ business.
Soueidan was a distributor of hundreds of kilograms of cocaine who used Panama as his base of
operations to traffic cocaine to the U.S. and other countries.
Julio Munoz-‐‑Valencia, two kilograms of heroin, 1.25 kilograms cocaine, five arrests.
Carlos Rivera-‐‑Graell, six kilograms of heroin, five arrests, three kilograms cocaine, one arrest.
Miguel Barrios, six kilograms heroin, five arrests.

In June 2000, an operation to catch customs, immigration, and drug-‐‑trafficking violations culminated in the
seizure of 698 kilograms of cocaine and three arrests, including Francisco Smith, the subject of a long-‐‑term
Costa Rican criminal investigation.

The Road Ahead. The GOP continues to demonstrate its commitment to build strong law enforcement
institutions, fight money laundering, and ensure security of the canal. The U.S. and Panama will continue to
cooperate in these areas and to strengthen joint counternarcotics efforts. Conclusion of a bilateral maritime
agreement and an arrangement to permit temporary deployments to Panama by U.S. Armed Forces
representatives for law enforcement purposes would greatly facilitate counternarcotics joint operations and
training. Panama's law enforcement efforts would be enhanced through closer coordination between its law
enforcement agencies and with U.S. counterparts. The U.S. will continue to work with the GOP to help
strengthen Panama's law enforcement institutional capacity, particularly in training, interdiction, investigation
and prosecution.

The U.S. will support anticorruption efforts, criminal justice reform and anticrime assistance to Panama that
complements Panama's counternarcotics and countercrime efforts, including assistance in the areas of alien
smuggling and stolen vehicle trafficking. The U.S. will continue to assist the GOP in its efforts to implement
recently passed money laundering laws to bring Panama into compliance with international money laundering
standards and to increase the GOP's ability to investigate and prosecute successfully money laundering cases
in Panama.

The U.S. will continue to work with the Ministries of Health and Education and NGOs to expand Panama's
demand reduction program. Because of Panama's budgetary limits, we believe the GOP should develop new
sources of funds to combat drug trafficking and abuse, such as those available through effective money
laundering prosecutions and asset forfeiture. We will work with the GOP to explore how such possible funding
sources can be exploited fully.

 

[End.]
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&RPPLVVLRQHU�RI�3ROLFH�DSSHDOHG�WKH�DFTXLWWDO�RI�WKH�VHYHQWK�GHIHQGDQW�DV�DOORZHG�XQGHU�%DKDPLDQ
ODZ��7ZR�RI�WKH�GHIHQGDQWV�DUH�VRQV�RI�D�IRUPHU�FDELQHW�PLQLVWHU��7KH�VHQWHQFHV�UDQJHG�IURP���
PRQWKV�WR�WKUHH�\HDUV��8QGHU�WKH�QHZ�EDLO�VWDWXWH��DOO�VHYHQ�ZLOO�EH�KHOG�ZLWKRXW�EDLO�ZKLOH�WKH\�DSSHDO
WKHVH�YHUGLFWV�WR�WKH�%ULWLVK�3ULY\�&RXQFLO��WKH�ILQDO�DSSHDOV�FRXUW�IRU�%DKDPLDQ�FDVHV�

,Q�1RYHPEHU��D�0DJLVWUDWH
V�&RXUW�FRQYLFWHG�ZHOO�NQRZQ�1DVVDX��EXVLQHVVPDQ��6DPXHO�.QRZOHV�
DOVR�NQRZQ�DV��1LQHW\���RI�SRVVHVVLRQ�RI�ILYH�SRXQGV�RI�PDULMXDQD�ZLWK�LQWHQW�WR�VXSSO\��.QRZOHV�
UHSXWHG�WR�EH�WKH�QDWLRQ
V�OHDGLQJ�FRFDLQH�WUDIILFNHU��UHFHLYHG�DQ����PRQWK�VHQWHQFH�DQG�ZDV
LPSULVRQHG�ZLWKRXW�EDLO�SHQGLQJ�WKH�DSSHDO�RI�KLV�FRQYLFWLRQ�

7KH�*&2%��ZRUNLQJ�FORVHO\�ZLWK�WKH�86*��LV�LQ�WKH�ILQDO�VWDJHV�RI�D�FRXUW�DXWRPDWLRQ�SURMHFW
GHVLJQHG�WR�UHGXFH�GHOD\V�LQ�FULPLQDO�FDVHV��HVSHFLDOO\�GUXJ�SURVHFXWLRQV��7KH�ODVW�VWHS�LQ�WKH�SURMHFW�



WR�EH�FRPSOHWHG�LQ�������ZLOO�EH�WR�LQVWDOO�D�FRXUW�FDVH�PDQDJHPHQW�VRIWZDUH�V\VWHP��WKH�%DKDPDV
,QWHJUDWHG�-XVWLFH�,QIRUPDWLRQ�6\VWHP��%,-,6���WKDW�ZLOO�PDNH�%DKDPLDQ�FRXUWV�YLUWXDOO\��SDSHUOHVV��
,PSURYHG�FDVH�IORZ�PDQDJHPHQW�SUDFWLFHV��LQFUHDVHG�FRQWURO�E\�MXGJHV�RYHU�FRXUW�FDOHQGDUV��DQG
VWULFWHU�HQIRUFHPHQW�RI�DGMRXUQPHQW�UXOHV�LPSOHPHQWHG�LQ������VLJQLILFDQWO\�UHGXFHG�WKH�OHQJWK�RI
FRXUW�FDVHV�GXULQJ�WKH�\HDU��)XUWKHUPRUH��WKH�EDFNORJ�RI�DSSHDO�FDVHV�KDV�QHDUO\�EHHQ�HUDGLFDWHG��WR�WKH
SRLQW�ZKHUH�WKH�%DKDPLDQ�DSSHOODWH�FRXUW�ZLOO�EH�GHDOLQJ�LQ������ZLWK�FDVHV�ZKLFK�EHJDQ�LQ�����³DQ
XQSUHFHGHQWHG�UHGXFWLRQ�LQ�FRXUW�GHOD\�

'XULQJ�������WKH�*&2%�FRQWLQXHG�ZRUN�RQ�GHYHORSLQJ�LWV�ORQJ�DZDLWHG�1DWLRQDO�'UXJ�6WUDWHJ\�
ZKLFK�PD\�EH�FRPSOHWHG�VRPHWLPH�LQ�������,Q�1RYHPEHU��WKH�*&2%�QDPHG�D�UHWLUHG�VHQLRU�SROLFH
RIILFLDO�WR�KHDG�WKH�),8�FUHDWHG�E\�WKH�)LQDQFLDO�,QWHOOLJHQFH�$FW������

/DZ�(QIRUFHPHQW�(IIRUWV��7KH�5R\DO�%DKDPDV�3ROLFH�)RUFH��5%3)��FRQWLQXHG�WR�SDUWLFLSDWH
DFWLYHO\�LQ�23%$7��D�PXOWL�DJHQF\��LQWHUQDWLRQDO�RSHUDWLRQ�ZKRVH�PLVVLRQ�LV�WR�VWRS�WKH�IORZ�RI
FRFDLQH�DQG�PDULMXDQD�WUDQVLWLQJ�WKURXJK�7KH�%DKDPDV�WR�WKH�8QLWHG�6WDWHV��8�6��&RDVW�*XDUG�DQG
8�6��$UP\�KHOLFRSWHUV�EDVHG�RQ�WKH�%DKDPLDQ�LVODQGV�RI�1HZ�3URYLGHQFH��*UHDW�([XPD��DQG�*UHDW
,QDJXD�LQWHUFHSW�PDULWLPH�GUXJ�VPXJJOHUV�DQG�VHL]H�DLUGURSV�RI�GUXJV�LQWR�%DKDPLDQ�WHUULWRU\��2IILFHUV
RI�WKH�5%3)�'UXJ�(QIRUFHPHQW�8QLW��'(8��6WULNH�)RUFH�DQG�WKH�5R\DO�7XUNV�DQG�&DLFRV�,VODQGV
3ROLFH�)RUFH�IO\�RQ�DOO�23%$7�PLVVLRQV�DQG�DUH�UHVSRQVLEOH�IRU�PDNLQJ�DUUHVWV�DQG�VHL]XUHV��$�'($
6SHFLDO�$JHQW�LV�DOVR�RQ�ERDUG�HDFK�IOLJKW�WR�SURYLGH�DGY LFH�DQG�FRRUGLQDWLRQ�

7KH�'(8��D�VSHFLDO�IRUFH�ZLWKLQ�WKH�5%3)�FRPSRVHG�RI����RIILFHUV��ZRUNV�FORVHO\�ZLWK�'($�RQ�GUXJ
LQYHVWLJDWLRQV��$V�RI�'HFHPEHU�������WKH�*&2%�KDG�DUUHVWHG�������SHUVRQV�RQ�GUXJ�FKDUJHV�DQG
VHL]HG������PHWULF�WRQV�RI�FRFDLQH�DQG������PHWULF�WRQV�RI�PDULMXDQD��'XULQJ�������FRFDLQH�VHL]XUHV
ZHUH����SHUFHQW�KLJKHU�WKDQ�LQ�������0DULMXDQD�VHL]XUHV�ZHUH�ILYH�SHUFHQW�KLJKHU�WKDQ�LQ�������,Q�WZR
VHL]XUHV�DW�WKH�1DVVDX�$LUSRUW��WKH�*&2%�VHL]HG�D�WRWDO�RI����NLORJUDPV�RI��HFVWDV\��WDEOHWV�HQ�URXWH
WR�WKH�8�6��IURP�WKH�1HWKHUODQGV��'XULQJ�������WKH�5%3)�VHL]HG�WZR�DLUFUDIW��RQH�YHKLFOH��DQG�HLJKW
ERDWV�LQYROYHG�LQ�GUXJ�WUDIILFNLQJ�

7KH�*&2%�KDV�\HW�WR�FOHDUO\�GHILQH�D�FRXQWHUQDUFRWLFV�UROH�IRU�WKH�5R\DO�%DKDPDV�'HIHQFH�)RUFH
�5%')�³D�SRWHQWLDOO\�LPSRUWDQW�SOD\HU�LQ�GUXJ�LQWHUGLFWLRQ��7KH�5%')
V�UHVSRQVH�WR�UHTXHVWV�E\
23%$7�IRU�DVVLVWDQFH�LQ�LQWHUFHSWLQJ�GUXJ�VPXJJOLQJ�YHVVHOV�KDV�EHHQ�LQDGHTXDWH��7KH�5%')�VD\V
WKDW�LW�ODFNV�DGHTXDWH�UHVRXUFHV�DQG�VXLWDEOH�YHVVHOV�ZLWK�ZKLFK�WR�UHVSRQG��DQG�LQ�'HFHPEHU
DQQRXQFHG�WKDW�LW�ZRXOG�PRGLI\�WZR�FRQILVFDWHG��JR�IDVW��ERDWV�IRU�LQWHUFHSWLQJ�GUXJ�VPXJJOLQJ
YHVVHOV��7KH�5%')�DOVR�H[SUHVVHG�LQWHUHVW�LQ��PXOWL�FUHZLQJ��DQ�LQWHUFHSWRU�ERDW�ZLWK�WKH�'(8�

,Q�0D\�������2$6�&,&$'�FRQGXFWHG�DQ�DVVHVVPHQW�RI�7KH�%DKDPDV
�SUHFXUVRU�FKHPLFDO�FRQWURO
UHJLPH�DQG�PDGH�VHYHUDO�UHFRPPHQGDWLRQV�IRU�FRUUHFWLYH�DFWLRQV��LQFOXGLQJ�LPSURYLQJ�WKH�OHJLVODWLRQ
DQG�V\VWHP�IRU�FRQWUROOLQJ�FKHPLFDO�SUHFXUVRUV��DZDUHQHVV�UDLVLQJ�RI�WKH�LPSRUWDQFH�RI�FKHPLFDO
SUHFXUVRU�FRQWURO�LQ�HIIHFWLQJ�GUXJ�VXSSO\�UHGXFWLRQ��DVVHVVPHQW�RI�OHJLWLPDWH�FKHPLFDO�QHHGV��DQG
WUDLQLQJ�RI�RIILFHUV�ZKR�PRQLWRU�FKHPLFDO�SUHFXUVRUV��7R�GDWH��WKH�*&2%�KDV�QRW�WDNHQ�VWHSV�WR�FDUU\
RXW�WKHVH�UHFRPPHQGDWLRQV�

'XULQJ�������*&2%�RIILFLDOV�VHL]HG������������LQ�GUXJ�PRQH\��RYHU�����WLPHV�WKH�DPRXQW�RI�FXUUHQF\
VHL]HG�LQ�������7KH�'(8�LV�SUHVHQWO\�FRQGXFWLQJ�VHYHUDO�PRQH\�ODXQGHULQJ�DQG�DVVHW�IRUIHLWXUH
LQYHVWLJDWLRQV��7KH�PRQH\�ODXQGHULQJ�WULDO�LQ�WKH�6XSUHPH�&RXUW�RI�D�SURPLQHQW�DWWRUQH\��VHW�WR�EHJLQ
LQ�2FWREHU�������KDG�WR�EH�SRVWSRQHG�XQWLO�HDUO\������WR�DZDLW�WKH�JDWKHULQJ�RI�GRFXPHQWDU\�HYLGHQFH
IURP�WKH�&D\PDQ�,VODQGV�

&RUUXSWLRQ��$V�D�PDWWHU�RI�JRYHUQPHQW�SROLF\��7KH�%DKDPDV�GRHV�QRW�HQFRXUDJH�RU�IDFLOLWDWH�LOOLFLW
SURGXFWLRQ�RU�GLVWULEXWLRQ�RI�QDUFRWLF�RU�SV\FKRWURSLF�GUXJV�RU�RWKHU�FRQWUROOHG�VXEVWDQFHV��RU�WKH
ODXQGHULQJ�RI�SURFHHGV�IURP�LOOHJDO�GUXJ�WUDQVDFWLRQV��,Q�������WKH�*&2%�UDWLILHG�WKH�,QWHU�$PHULFDQ
&RQYHQWLRQ�DJDLQVW�&RUUXSWLRQ�

,Q�2FWREHU�������DQ�RSSRVLWLRQ�0HPEHU�RI�3DUOLDPHQW��03��FKDUJHG�WKDW�FDELQHW�PLQLVWHUV�RI�WKH
UXOLQJ�SDUW\�KDG�IDFLOLWDWHG�GUXJ�PRQH\�ODXQGHULQJ�E\�DSSURYLQJ�DQG�JUDQWLQJ�FRQFHVVLRQV�WR�D�/RQJ
,VODQG�UHVRUW�KRWHO�FRQVWUXFWLRQ�SURMHFW�IXQGHG�E\�D�QRWRULRXV�%DKDPLDQ�FRFDLQH�WUDIILFNHU��'ZLJKW
0DMRU��0DMRU��UHSXWHGO\�WKH�QDWLRQ
V�QXPEHU�WZR�GUXJ�ORUG��KDV�EHHQ�DUUHVWHG�VHYHUDO�WLPHV�VLQFH�����
EXW�KDV�DOZD\V�EHHQ�UHOHDVHG�EHFDXVH�RI�ODFN�RI�HYLGHQFH��7KH�03�DOVR�DOOHJHG�WKDW�UHODWLYHV�RI�D
VHQLRU�FDELQHW�PLQLVWHU�ZHUH�LQYROYHG�ZLWK�0DMRU��7KH�*&2%�PLQLVWHUV�GHQLHG�DQ\�ZURQJGRLQJ�DQG
FDOOHG�IRU�D�YRWH�RI�FRQGHPQDWLRQ�DJDLQVW�WKH�03��7KH�*&2%�GLG�QRW�LVVXH�D�SURPLVHG�SXEOLF�UHSRUW
RQ�WKH�VRXUFH�RI�WKH�SURMHFW
V�IXQGLQJ�

,Q�������WKH�5%3)�VWHSSHG�XS�LWV�FDPSDLJQ�WR�ZHHG�RXW�FRUUXSW�PHPEHUV�RI�WKH�IRUFH��SURPXOJDWLQJ
DQG�LPSOHPHQWLQJ�LWV��3ROLF\�IRU�WKH�3UHYHQWLRQ��'HWHFWLRQ�DQG�7UHDWPHQW�RI�&RUUXSWLRQ��'LVKRQHVW\



DQG�8QHWKLFDO�%HKDYLRXU���,Q�6HSWHPEHU��D�%DKDPLDQ�0DJLVWUDWHV
�&RXUW�FRQYLFWHG�WZR�5%3)�RIILFHUV
RI�DWWHPSWLQJ�WR�VPXJJOH�FRFDLQH�LQWR�WKH�8�6��2QH�RIILFHU�ZDV�VHQWHQFHG�WR�WZR�\HDUV�LQ�SULVRQ�DQG
WKH�RWKHU�����PRQWKV��$�WKLUG�RIILFHU�DFFXVHG�RI�FRPSOLFLW\�ZDV�GLVPLVVHG�E\�WKH�5%3)�DIWHU�KLV
DFTXLWWDO�IRU�LQVXIILFLHQW�HYLGHQFH�

7KH�3URFHHGV�RI�&ULPH�$FW�������HQDFWHG�LQ�'HFHPEHU�������PDGH�SXEOLF�FRUUXSWLRQ�D�SUHGLFDWH
RIIHQVH�IRU�PRQH\�ODXQGHULQJ�

$VVHW�)RUIHLWXUH��7KH�3URFHHGV�RI�&ULPH�$FW������SURYLGHV�IRU�IRUIHLWXUH�RI�UHDO�DQG�SHUVRQDO
SURSHUW\�GHULYHG�IURP�RU�XVHG�LQ�FRQQHFWLRQ�ZLWK�D�GUXJ�UHODWHG�RIIHQVH��3HUVRQDO�SURSHUW\�FDQ�EH
IRUIHLWHG�UHJDUGOHVV�RI�ZKHWKHU�WKH�RIIHQGHU�KDV�EHHQ�FRQYLFWHG��7KH�DFW�DOVR�FUHDWHV�D�&RQILVFDWHG
$VVHWV�)XQG�WR�EH�XVHG�IRU�ODZ�HQIRUFHPHQW��WUHDWPHQW�DQG�UHKDELOLWDWLRQ�RI�GUXJ�DGGLFWV��DQG�GUXJ
HGXFDWLRQ�

$JUHHPHQWV�DQG�7UHDWLHV��7KH�%DKDPDV�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��7KH�*&2%
ZRUNV�ZLWK�WKH�86*�WR�DFFRPSOLVK�WKH�ILYH�REMHFWLYHV�RI�D�FRQWLQXLQJ�8�6��%DKDPDV�FRXQWHUGUXJ�DQG
ODZ�HQIRUFHPHQW�SURMHFW�GHVLJQHG�WR�HQKDQFH�WKH�FDSDELOLW\�RI�WKH�*&2%�WR�VXSSUHVV�FULPLQDO�DFWLYLW\�
7KHVH�REMHFWLYHV�DUH�HQKDQFHPHQW�RI�WKH�%DKDPLDQ�MXGLFLDO�V\VWHP��LQFUHDVHG�HIILFLHQF\�DQG
HIIHFWLYHQHVV�RI�WKH�5%3)�DQG�5%')��PRQH\�ODXQGHULQJ�SUHYHQWLRQ�DQG�FRQWURO��VXSSRUW�IRU�23%$7
FRXQWHUGUXJ�RSHUDWLRQV��DQG�ORFDO�GUXJ�GHPDQG�UHGXFWLRQ�

7KH�8�6��%DKDPDV�0XWXDO�/HJDO�$VVLVWDQFH�7UHDW\��0/$7��IDFLOLWDWHV�WKH�ELODWHUDO�H[FKDQJH�RI
LQIRUPDWLRQ�DQG�HYLGHQFH�IRU�XVH�LQ�FULPLQDO�SURFHHGLQJV��86*�0/$7�UHTXHVWV�VHHN�DQG�VHFXUH
ILQDQFLDO�LQIRUPDWLRQ�DQG�HYLGHQFH�IRU�XVH�LQ�86*�FULPLQDO�LQYHVWLJDWLRQV�DQG�SURVHFXWLRQV�WKDW�ZRXOG
RWKHUZLVH�EH�XQDYDLODEOH�EHFDXVH�RI�%DKDPLDQ�EDQNLQJ�FRQILGHQWLDOLW\�ODZV��'XULQJ�WKH�ODWWHU�SDUW�RI
������WKH�*&2%�FUHDWHG�D�VHSDUDWH�XQLW�ZLWKLQ�WKH�2IILFH�RI�WKH�$WWRUQH\�*HQHUDO�WR�SURFHVV
LQWHUQDWLRQDO�UHTXHVWV�IRU�DVVLVWDQFH��LQFOXGLQJ�0/$7�UHTXHVWV��6LQFH�LWV�FUHDWLRQ��WKLV�XQLW�KDV�IRFXVHG
LWV�HIIRUWV�SULPDULO\�RQ�FOHDULQJ�WKH�EDFNORJ�RI�XQH[HFXWHG�0/$7�UHTXHVWV�IURP�WKH�86*��7R�GDWH��WKH
XQLW�KDV�PDGH�VXEVWDQWLDO�SURJUHVV�WRZDUG�DFKLHYLQJ�WKDW�REMHFWLYH�DQG�KDV�VXEVWDQWLDOO\�LPSURYHG�LWV
0/$7�UHODWLRQVKLS�ZLWK�WKH�86*��7KH�%DKDPDV�DOVR�KDV�0/$7V�ZLWK�WKH�8QLWHG�.LQJGRP�DQG
&DQDGD��7KH�(YLGHQFH��3URFHHGLQJV�LQ�2WKHU�-XULVGLFWLRQV��$FW������DOORZHG�WKH�*&2%�WR�SURYLGH
VXFK�LQIRUPDWLRQ�HYHQ�IRU�FDVHV�LQ�WKH�LQYHVWLJDWRU\�VWDJH��,Q�DGGLW LRQ��WR�IDFLOLWDWH�PXWXDO�OHJDO
DVVLVWDQFH��7KH�%DKDPDV�HQDFWHG�WKH�&ULPLQDO�-XVWLFH��,QWHUQDWLRQDO�&RRSHUDWLRQ��$FW��������ZKLFK
DPRQJ�RWKHU�WKLQJV�SURYLGHV�IRU�WKH�UHJLVWUDWLRQ�DQG�HQIRUFHPHQW�RI�IRUIHLWXUH�DQG�RWKHU�RUGHUV�RI
GHVLJQDWHG�FRXQWULHV��6LPLODU�DXWKRULW\�H[LVWV�XQGHU�WKH�QHZO\�HQDFWHG�3URFHHGV�RI�&ULPH�$FW�������

7KH�*&2%�KDV�EHHQ�UHFHSWLYH�WR�8�6��H[WUDGLWLRQ�UHTXHVWV��EDVHG�RQ�WKH����� �8�6��%DKDPDV
H[WUDGLWLRQ�WUHDW\��$FWXDO�H[WUDGLWLRQV�DUH�W\SLFDOO\�VORZHG�E\�SURFHGXUDO�GHOD\V�LQ�WKH�%DKDPLDQ
FRXUWV��2QH�RI�WKH�WZR�H[WUDGLWLRQV�WR�WKH�8�6��LQ������ZDV�GUXJ�UHODWHG³D�PDMRU�&DQDGLDQ�WUDIILFNHU
ZKRVH�H[WUDGLWLRQ�KDG�EHHQ�GHOD\HG�IRU�VHYHUDO�\HDUV�DQG�ZDV�DFFRPSOLVKHG�RQO\�DIWHU�KLV�DSSHDO�
ZKLFK�ZDV�FRQWHVWHG�DW�JUHDW�H[SHQVH�E\�WKH�*&2%��ZDV�GHQLHG�E\�WKH�3ULY\�&RXQFLO�LQ�/RQGRQ��,Q
1RYHPEHU��D�0DJLVWUDWHV
�&RXUW�JUDQWHG�D�8�6��UHTXHVW�IRU�WKH�SURYLVLRQDO�DUUHVW�RI�D�%DKDPLDQ�ZKR
KDG�MXPSHG�EDLO�LQ������SULRU�WR�KLV�VHQWHQFLQJ�LQ�WKH�8�6��IRU�GUXJ�WUDIILFNLQJ��7KH�VXVSHFW�LV�QRZ
VHUYLQJ�D�SULVRQ�VHQWHQFH�LQ�7KH�%DKDPDV�RQ�D�PDULMXDQD�FKDUJH��ZKLFK�PXVW�EH�FRPSOHWHG�EHIRUH�KH
FDQ�EH�H[WUDGLWHG�WR�WKH�8�6�

,Q�������WKH�86*�DQG�WKH�*&2%�LQIRUPDOO\�HVWDEOLVKHG�WKH��-RLQW�8QLWHG�6WDWHV�&RDVW�*XDUG�5R\DO
%DKDPDV�'HIHQFH�)RUFH�6KLSULGHU�DQG�2YHUIOLJKW�3URJUDPPH��IRU�MRLQW�RSHUDWLRQV��7KLV�SURJUDP�ZDV
IRUPDOL]HG�DV�WKH��&RRSHUDWLYH�6KLSULGHU�DQG�2YHUIOLJKW�'UXJ�,QWHUGLFWLRQ�3URJUDPPH��E\�DQ
H[FKDQJH�RI�GLSORPDWLF�QRWHV�LQ������DQG�ZDV�H[WHQGHG�E\�DQRWKHU�VXFK�H[FKDQJH�LQ�������7KH
DJUHHPHQW�SHUPLWV�7KH�%DKDPDV�WR�HPEDUN�5%')�RU�5%3)�RIILFHUV�DV�VKLSULGHUV�RQ�86*�YHVVHOV
RSHUDWLQJ�LQ�%DKDPLDQ�ZDWHUV��$�%DKDPLDQ�VKLSULGHU�PD\�JUDQW�D�86*�YHVVHO�DXWKRULW\�WR�ERDUG�DQG
VHDUFK�DQ\�VXVSHFWHG�GUXJ�VPXJJOLQJ�YHVVHOV�LQ�%DKDPLDQ�ZDWHUV��DV�ZHOO�DV�%DKDPLDQ�YHVVHOV�RQ�WKH
KLJK�VHDV��DQG�WR�DVVLVW�WKH�VKLSULGHU�ZLWK�DUUHVWV��GUXJ�VHL]XUHV��DQG�YHVVHO�VHL]XUHV��7KH�DJUHHPHQW
DOVR�DXWKRUL]HV�8�6��ODZ�HQIRUFHPHQW�DLUFUDIW�WR�RYHUIO\�%DKDPLDQ�WHUULWRU\�

'UXJ�)ORZ�7UDQVLW��86*�HVWLPDWHV�LQGLFDWH �WKDW����SHUFHQW�RI�WKH�FRFDLQH�GHWHFWHG�KHDGLQJ�WR�WKH
8�6��IURP�6RXWK�$PHULFD�PRYHV�WKURXJK�WKH�-DPDLFD�&XED�%DKDPDV�FRUULGRU��0RVW�RI�WKDW�DPRXQW
DUULYHV�LQ�7KH�%DKDPDV�E\��JR�IDVW��ERDW�IURP�-DPDLFD��ZLWK�UHODWLYHO\�OLWWOH�FRPLQJ�GLUHFWO\�IURP
&RORPELD�E\��JR�IDVW��ERDW�RU�DLUGURS��'($�23%$7�HVWLPDWHV�WKDW�WKHUH�DUH�URXJKO\�D�GR]HQ�PDMRU
%DKDPLDQ�GUXJ�WUDIILFNLQJ�RUJDQL]DWLRQV��7KH\�RIIHU�WKHLU�VH UYLFHV��RIWHQ�ZLWK��PRQH\�EDFN
JXDUDQWHHV���WR�-DPDLFDQ�GUXJ�FDUWHOV�WR�WUDQVSRUW�WKHLU�GUXJV�WR�WKH�8QLWHG�6WDWHV��7KH�%DKDPLDQ��JR�
IDVW��ERDWV�XVXDOO\�KHDG�QRUWK�IURP�-DPDLFD�DQG�WUDYHO�WKURXJK�WKH�:LQGZDUG�3DVVDJH��EHWZHHQ�+DLWL
DQG�&XED��LQWR�%DKDPLDQ�ZDWHUV�



'HPDQG�5HGXFWLRQ�3URJUDPV��7KH�*&2%�PDNHV�PRGHVW�PRQHWDU\�DQG��LQ�NLQG��FRQWULEXWLRQV�WR
GHPDQG�UHGXFWLRQ�SURJUDPV��HVSHFLDOO\�LQ�HGXFDWLRQ�DQG�SUHYHQWLRQ��,Q������LW�GRXEOHG�WKH��VWLSHQG�
RI�WKH�TXDVL�JRYHUQPHQWDO�1DWLRQDO�'UXJ�&RXQFLO��WR�ZKLFK�WKH�86*�DOVR�SURYLGHV�PRQHWDU\
DVVLVWDQFH��7KH�WHUPLQDWLRQ�LQ�'HFHPEHU������RI�WKH�81'&3�IXQGHG�ILYH�\HDU�GHPDQG�UHGXFWLRQ
SURMHFW�OHIW�WKDW�HIIRUW�WHPSRUDUL O\�ZLWKRXW�DGHTXDWH�ILQDQFLDO�UHVRXUFHV�WR�VXVWDLQ�LWV�SURJUDPV��,Q�WKH
IXWXUH��D�QHZ�&RQILVFDWHG�$VVHWV�)XQG�HVWDEOLVKHG�E\�WKH�3URFHHGV�RI�&ULPH�$FW������ZLOO�KHOS�IXQG
GHPDQG�UHGXFWLRQ�SURJUDPV��DV�ZHOO�DV�WKH�GUXJ�UHKDELOLWDWLRQ�SURJUDPV�RI�WKH�JRYHUQPHQW
V
6DQGLODQGV�5HKDELOLWDWLRQ�&HQWHU�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

3ROLF\�,QLWLDWLYHV��7KH�JRDOV�RI�8�6��DVVLVWDQFH�WR�7KH�%DKDPDV�DUH�WR�GLVPDQWOH�WUDIILFNLQJ
RUJDQL]DWLRQV��VWHP�WKH�IORZ�RI�GUXJV�WKURXJK�7KH�%DKDPDV�WR�WKH�8�6���DQG�VWUHQJWKHQ�%DKDPLDQ�ODZ
HQIRUFHPHQW�DQG�MXGLFLDO�LQVWLWXWLRQV�WR�PDNH�WKHP�PRUH�HIIHFWLYH�DQG�VHOI�VXIILFLHQW�LQ�FRPEDWLQJ
GUXJ�WUDIILFNLQJ�DQG�PRQH\�ODXQGHULQJ�

%LODWHUDO�&RRSHUDWLRQ��8QGHU�D�/HWWHU�RI�$JUHHPHQW�VLJQHG�LQ�6HSWHPEHU�������WKH�86*�LQFUHDVHG�LWV
VXSSRUW�WR�WKH�*&2%�IRU�WKH�8�6��%DKDPDV�FRXQWHUGUXJ�DQG�ODZ�HQIRUFHPHQW�SURMHFW�E\����������
7KDW�VXSSRUW�WRWDOV�������������VLQFH�WKH�LQFHSWLRQ�RI�WKH�SURMHFW�LQ������

'XULQJ�������WKH�'HSDUWPHQW�RI�6WDWH��%XUHDX�RI�,QWHUQDWLRQDO�1DUFRWLFV�DQG�/DZ�(QIRUFHPHQW
$IIDLUV
��,1/��%DKDPDV�&RXQWU\�3URJUDP��DGPLQLVWHUHG�E\�WKH�8�6��(PEDVV\
V�1DUFRWLFV�$IIDLUV
6HFWLRQ��IXQGHG�WUDLQLQJ��HTXLSPHQW��DQG�WHFKQLFDO�DVVLVWDQFH�IRU�D�QXPEHU�RI�%DKDPLDQ�ODZ
HQIRUFHPHQW�XQLWV�DQG�GUXJ�GHPDQG�UHGXFWLRQ�RUJDQL]DWLRQV��7KLV�DLG�LQFOXGHG�HOHFWURQLF�VXUYHLOODQFH
HTXLSPHQW�DQG�9+)�UDGLRV�IRU�WKH�'(8��XQLIRUPV��ERRWV�DQG�RWKHU�HPHUJHQF\�HTXLSPHQW�IRU�WKH
'(8�6WULNH�)RUFH��FRPSXWHU�HTXLSPHQW�IRU�WKH�5%3)�&ROOHJH�/DERUDWRU\��FRQVWUXFWLRQ�PDWHULDOV�IRU
WKH�5%3)�)LULQJ�5DQJH��RIILFH�HTXLSPHQW�IRU�WKH�6XSUHPH�&RXUW��FRPSXWHU�DQG�RIILFH�HTXLSPHQW�DV
ZHOO�DV�WUDYHO�H[SHQVHV�IRU�WKH�1DWLRQDO�'UXJ�&RXQFLO��DQG�WUDLQLQJ�PDQXDOV�IRU�D�'UXJ�$FWLRQ�6HUYLFH
ZRUNVKRS��&XUUHQWO\��,1/�LV�LQ�WKH�SURFHVV�RI�SURFXULQJ�WKH�VRIWZDUH�IRU�WKH�%,-,6�FRXUW�PDQDJHPHQW
SURMHFW�

,Q�������WKH�86*�IXQGHG�WKH�FRQVWUXFWLRQ�LQ�WKH�8�6��RI�D�KLJK�SHUIRUPDQFH�SXUSRVH�EXLOW��JR�IDVW�
LQWHUFHSWRU�ERDW�WR�EH�XVHG�LQ�FRQMXQFWLRQ�ZLWK�23%$7�KHOLFRSWHUV�RQ�GUXJ�LQWHUGLFWLRQ�PLVVLRQV��7KH
ERDW�ZDV�GRQDWHG�WR�WKH�5%3)�LQ�-DQXDU\������

,Q�'HFHPEHU�������WKH�86*�GRQDWHG�WKUHH�GUXJ�GHWHFWRU�GRJV�WR�WKH�&DQLQH�8QLW�RI�WKH�5%3)��7ZR
RI�WKHVH�GRJV�ZLOO�EH�XVHG�DW�WKH�)UHHSRUW�DLUSRUW�DQG�FRQWDLQHU�SRUW��7KH�WKLUG�GUXJ�GHWHFWRU�GRJ��DOVR
WUDLQHG�WR�WUDFN�DQG�DSSUHKHQG�IXJLWLYHV��ZLOO�EH�EDVHG�LQ�1DVVDX�DQG�ZLOO�SDUWLFLSDWH�LQ�KHOLFRSWHU�
ERUQH�23%$7�GUXJ�LQWHUGLFWLRQ�PLVVLRQV�

,Q�'HFHPEHU��WKH�5%')�VRXJKW�86*�DVVLVWDQFH�LQ�HTXLSSLQJ�RQH�RI�LWV�QHZO\�DFTXLUHG��JR�IDVW�
LQWHUFHSWRU�ERDWV�ZLWK�QHZ�HQJLQHV�DQG�FRPPXQLFDWLRQV�HTXLSPHQW�IRU�XVH�LQ�GUXJ�LQWHUGLFWLRQ��$OVR
LQ�'HFHPEHU��WZR�PHPEHUV�RI�WKH�5%')�FRPSOHWHG�D�RQH�\HDU�WRXU�RI�GXW\�RQ�WKH�8�6��&RDVW�*XDUG
&XWWHU��*HQWLDQ���WKH�PXOWL�QDWLRQDO�FUHZHG�&DULEEHDQ�6XSSRUW�7HQGHU��&67���7KH\�ZHUH�UHSODFHG�RQ
WKH�&67�E\�WKUHH�RWKHUV�IURP�WKH�5%')�

7KH�5RDG�$KHDG��7KH�%DKDPDV
�SUR[LPLW\�WR�WKH�8�6��DQG�WKH�VKHHU�H[WHQW�RI�LWV�DUHD�JXDUDQWHH�LW
ZLOO�EH�D�WDUJHW�IRU�GUXJ�WUDQVVKLSPHQW�DQG�RWKHU�FULPLQDO�DFWLYLW\�IRU�WKH�IRUHVHHDEOH�IXWXUH��7KH
%DKDPDV�PXVW�FRQWLQXH�LWV�VWURQJ�FRPPLWPHQW�WR�ELODWHUDO�FRXQWHUQDUFRWLFV�HIIRUWV��,W�QHHGV�WR
GHVLJQDWH�WKH�8QLWHG�6WDWHV�XQGHU�WKH�&ULPLQDO�-XVWLFH��,QWHUQDWLRQDO�&RRSHUDWLRQ��$FW��������DQG�WKH
3URFHHGV�RI�&ULPH�$FW��������VR�WKDW�WKH�IXOO�UDQJH�RI�DVVLVWDQFH�LQ�IUHH]LQJ�DQG�IRUIHLWLQJ�FULPLQDO
SURFHHGV�ZLOO�EH�DYDLODEOH�WR�WKH�8�6��,WV�ODUJH�RIIVKRUH�ILQDQFLDO�VHUYLFHV�VHFWRU�PDNHV�7KH�%DKDPDV
DQ�REYLRXV�WDUJHW�IRU�H[SORLWDWLRQ�E\�GUXJ�PRQH\�ODXQGHUHUV�DQG�RWKHU�ILQDQFLDO�FULPLQDOV��:LWK
ULJRURXV�LPSOHPHQWDWLRQ�RI�LWV�VWUHQJWKHQHG�DQWL�PRQH\�ODXQGHULQJ�ODZV�DQG�FRQWLQXHG�LPSURYHPHQW
RI�LWV�LQWHUQDWLRQDO�FRRSHUDWLRQ�YLD�IXOO�DQG�UDSLG�UHVSRQVH�WR�0/$7�UHTXHVWV��7KH�%DKDPDV�FRXOG
EHFRPH�OHVV�DWWUDFWLYH�WR�ILQDQFLDO�FULPLQDOV��%HFDXVH�RI�LWV�UHODWLYHO\�VPDOO�EXGJHWDU\�UHVRXUFHV�DQG
JURZLQJ�GUXJ�WUDQVVKLSPHQW�SUREOHP��7KH�%DKDPDV�ZLOO�FRQWLQXH�WR�GHSHQG�RQ�VLJQLILFDQW�8�6�
DVVLVWDQFH�WR�ILJKW�LQWHUQDWLRQDO�QDUFRWLFV�WUDIILFNLQJ�DQG�FULPH��,Q�RUGHU�WR�VWUHQJWKHQ�WKH�FRXQWU\
V
DQWLGUXJ�LQVWLWXWLRQV��WKH�86*�SODQV�WR�GRQDWH�DGGLWLRQDO��JR�IDVW��LQWHUFHSWRU�ERDWV�WR�WKH�*&2%��WR
DVVLVW�WKH�*&2%�LQ�HVWDEOLVKLQJ�LWV�),8��WR�FRQWLQXH�LWV�SDUWLFLSDWLRQ�LQ�23%$7�DQG�LWV�VXSSRUW�IRU�WKH
'(8��DQG�WR�DVVLVW�WKH�5%')�LQ�DVVXPLQJ�D�JUHDWHU�FRXQWHUQDUFRWLFV�UROH�
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,��6XPPDU\

$QJXLOOD��WKH�%ULWLVK�9LUJLQ�,VODQGV��%9,���WKH�&D\PDQ�,VODQGV��0RQWVHUUDW��DQG�WKH�7XUNV�DQG�&DLFRV
,VODQGV��7&,��FRPSULVH�WKH�8QLWHG�.LQJGRP
V�&DULEEHDQ�2YHUVHDV�7HUULWRULHV��&27V���7KHVH
WHUULWRULHV�DUH�QRW�VLJQLILFDQW�GUXJ�SURGXFLQJ�ORFDWLRQV�EXW�DUH�GUXJ�WUDQVVKLSPHQW�SRLQWV��7KHUH�LV�QR
HYLGHQFH��KRZHYHU��WKDW�GUXJV�DUH�FRPLQJ�WKURXJK�WKH�&27V�WR�WKH�8�6��LQ�TXDQWLWLHV�VXIILFLHQW�WR�KDYH
D�VLJQLILFDQW�HIIHFW�RQ�WKH�8QLWHG�6WDWHV��%HUPXGD�LV�D�VHOI�JRYHUQLQJ�RYHUVHDV�WHUULWRU\�RI�WKH�8.��,W�LV
QRW�D�GUXJ�SURGXFLQJ�ORFDWLRQ��:LWK�LWV�PLG�RFHDQ�ORFDWLRQ�����PLOHV�RII�WKH�HDVW�FRDVW�RI�WKH�8�6��
%HUPXGD�LV�RQH�RI�WKH�PRUH�UHPRWH�SRSXODWHG�LVODQGV�LQ�WKH�ZRUOG��%HFDXVH�DOO�DLU�OLQNV�WR�WKH�LVODQG
DUH��RXW�DQG��EDFN��IURP�WKH�8�6���&DQDGD�DQG�WKH�8.��%HUPXGD�LV�QRW�D�WUDQVVKLSPHQW�SRLQW�IRU
GUXJV�FRPLQJ�WR�WKH�8�6��6RPH�LOOHJDO�VXEVWDQFHV�FRQVXPHG�LQ�%HUPXGD�DUH�WUDQVVKLSSHG�WR�%HUPXGD
E\�ZD\�RI�WKH�8�6�

7KH�8.��D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�DQG�WKH������81�&RQYHQWLRQ�RQ�3V\FKRWURSLF
6XEVWDQFHV��H[WHQGHG�FRYHUDJH�RI�WKRVH�&RQYHQWLRQV�LQ������WR�WKH�&27V�DQG�%HUPXGD��$OO�WKH
&27V�DQG�%HUPXGD�KDG�EURXJKW�WKHLU�DQWLGUXJ�UHJLPHV�LQWR�FRPSOLDQFH�ZLWK�WKH������LQLWLDWLYH�E\�WKH
HQG�RI������,,��6WDWXV�RI�&DULEEHDQ�2YHUVHDV�7HUULWRULHV

7KH�8.�&27V��ZLWK�WKH�&D\PDQ�,VODQGV�OHDGLQJ�WKH�ZD\��KDYH�HVWDEOLVKHG�QXPHURXV�RIIVKRUH
ILQDQFLDO�LQVWLWXWLRQV��7KHVH�RIIVKRUH�LQVWLWXWLRQV�DUH�YXOQHUDEOH�WR�DEXVH�E\�GUXJ�WUDIILFNHUV�DQG�RWKHUV
VHHNLQJ�WR�ODXQGHU�WKH�SURFHHGV�RI�FULPH��7KH�&27V��ZLWK�VWURQJ�HQFRXUDJHPHQW�IURP�WKH�%ULWLVK
*RYHUQPHQW��KDYH�LQFUHDVHG�UHJXODWLRQ�RYHU�WKHLU�ILQDQFLDO�VHUYLFHV�VHFWRUV�DQG�IXUWKHU�UHIRUPV�DUH
DQWLFLSDWHG�

%HUPXGD�LV�RQH�RI�WKH�ZRUOG
V�SUHPLHU�RIIVKRUH�LQWHUQDWLRQDO�ILQDQFLDO�DQG�EXVLQHVV�FHQWHUV��ZLWK�D
ODUJH�QXPEHU�RI�LQWHUQDWLRQDO�EXVLQHVV�FRUSRUDWLRQV��,%&V���7KH�*RYHUQPHQW�RI�%HUPXGD��*2%��KDV
DOZD\V�EHHQ�DZDUH�RI�WKH�SRWHQWLDO�RI�PRQH\�ODXQGHULQJ�DQG�RWKHU�ILQDQFLDO�FULPH�DQG�KDV�VFUXWLQL]HG
FORVHO\�DOO�DSSOLFDWLRQV�IRU�LQFRUSRUDWLRQ�RI�QHZ�,%&V��,Q������D�3URFHHGV�RI�&ULPH�$FW�ZDV�SDVVHG�
HQWHULQJ�LQWR�IRUFH�LQ�������7KH�$FW�LPSRVHG�VWULFW�UHTXLUHPHQWV�RQ�ILQDQFLDO�LQVWLWXWLRQV�LQ�WKH�DUHDV
RI�FXVWRPHU�LGHQWLILFDWLRQ��FXUUHQF\�WUDQVDFWLRQ�UHFRUG�NHHSLQJ��DQG�LQWHUQDO�UHSRUWLQJ�SURFHGXUHV�

$OO�WKH�&27V�DQG�%HUPXGD�DUH�DFWLYH�PHPEHUV�RI�WKH�&DULEEHDQ�)LQDQFLDO�$FWLRQ�7DVN�)RUFH
�&)$7)���7KH�8.��WKH�&27V�DQG�%HUPXGD�FRPPLVVLRQHG�DQ�LQGHSHQGHQW��LQ�GHSWK�UHYLHZ�RI
ILQDQFLDO�UHJXODWLRQ�LQ�WKH�&27V�DQG�%HUPXGD��7KH�UHYLHZ�H[DPLQHG�H[LVWLQJ�DQWL�PRQH\�ODXQGHULQJ
V\VWHPV�DQG�SUDFWLFHV��DQG�DVVHVVHG�WKHP�DJDLQVW�LQWHUQDWLRQDO�VWDQGDUGV��,Q�DGGLWLRQ��WKH�)LQDQFLDO
$FWLRQ�7DVN�)RUFH�UHYLHZHG�WKH�DQWL�PRQH\�ODXQGHULQJ�UHJLPHV�RI�%HUPXGD��%9,��DQG�WKH�&D\PDQ
,VODQGV�DQG��LQ�-XQH�������QDPHG�WKH�&D\PDQ�,VODQGV�DV�D�QRQ�FRRSHUDWLYH�MXULVGLFWLRQ�EDVHG�RQ
GHILFLHQFLHV�LQ�LWV�DQWL�PRQH\�ODXQGHULQJ�DQG�LQWHUQDWLRQDO�FRRSHUDWLRQ�ODZV�DQG�SUDFWLFHV��6LQFH�WKHQ�
WKH�&D\PDQ�,VODQGV�KDV�DSSURYHG�UHJXODWLRQV�DQG�OHJLVODWLRQ�WKDW�DUH�LQWHQGHG�WR�DGGUHVV�GHILFLHQFLHV



LQ�LWV�DQWL�PRQH\�ODXQGHULQJ�UHJLPH��:KHQ�IXOO\�LPSOHPHQWHG��WKHVH�FKDQJHV�FRXOG�PDNH�WKH�&D\PDQ
,VODQGV�OHVV�YXOQHUDEOH�WR�PRQH\�ODXQGHULQJ�DQG�ILQDQFLDO�FULPH�

7UHDWLHV�DQG�$JUHHPHQWV��7KH�8.��D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�DQG�WKH������81
&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV��KDV�H[WHQGHG�FRYHUDJH�RI�WKRVH�&RQYHQWLRQV�WR�WKH�&27V
DQG�%HUPXGD��7KH�&27V�DUH�VXEMHFW�WR�WKH������8�6��8.�0XWXDO �/HJDO�$VVLVWDQFH�7UHDW\��0/$7�
FRQFHUQLQJ�WKH�&D\PDQ�,VODQGV��ZKLFK�KDV�EHHQ�H[WHQGHG�WR�WKH�RWKHU�&27V�EXW�QRW�WR�%HUPXGD��
7KH������8�6��8.�H[WUDGLWLRQ�WUHDW\�DQG�LWV������VXSSOHPHQW�DUH�DSSOLFDEOH�WR�WKH�&27V�DQG
%HUPXGD��,Q�������WKH�8.�DQG�&27V�JRYHUQPHQWV�H[SORUHG�ZLWK�WKH�86*�WKH�SRVVLELOLW\�RI
FRQFOXGLQJ�D�VXSSOHPHQWDO�WUHDW\�RI�H[WUDGLWLRQ�DSSOLFDEOH�WR�WKH�&27V�RQO\��7KLV�PDWWHU�LV�VWLOO�XQGHU
VWXG\�

8�6��8.�PDULWLPH�FRRSHUDWLRQ�LQ�WKH�&DULEEHDQ�LV�FRYHUHG�E\�VHYHUDO�DJUHHPHQWV��$������H[FKDQJH�RI
GLSORPDWLF�QRWHV�JUDQWV�SHUPLVVLRQ�E\�WKH�8.³VSHFLILFDOO\�FRYHULQJ�WKH�&DULEEHDQ��WKH�*XOI�RI
0H[LFR��DQG�SDUW�RI�WKH�ZHVWHUQ�$WODQWLF³IRU�WKH�8�6��&RDVW�*XDUG��86&*��WR�ERDUG�SULYDWHO\�RZQHG
YHVVHOV�ZLWK�8.�UHJLVWU\�WKDW�DUH�VXVSHFWHG�RI�GUXJ�WUDIILFNLQJ��7KLV�DJUHHPHQW�IXUWKHU�DOORZV�VXFK
YHVVHOV�WR�EH�VHDUFKHG�DQG��LI�GUXJV�DUH�IRXQG��VHL]HG�DQG�WDNHQ�WR�D�8�6��SRUW��$GGLWLRQDOO\��WKH�8�6�
&XVWRPV�6HUYLFH�DQG�86&*�KDYH�D�UHFLSURFDO�6KLSULGHU�$JUHHPHQW�ZLWK�WKH�%9,��7KH�86&*��SXUVXDQW
WR�WKLV�DJUHHPHQW��GHSOR\V�VKLSULGHUV�RQ�WKH�5R\DO�1DY\
V�:HVW�,QGLDQ�*XDUG�VKLSV��7KH�8�6��8.�8.
2YHUVHDV�7HUULWRULHV�$JUHHPHQW�&RQFHUQLQJ�0DULWLPH�DQG�$HULDO�&RRSHUDWLRQ�WR�6XSSUHVV�,OOLFLW
7UDIILFNLQJ�E\�6HD�LQ�:DWHUV�RI�WKH�&DULEEHDQ�DQG�%HUPXGD�ZDV�VLJQHG�LQ������DQG�HQWHUHG�LQWR�IRUFH
RQ�2FWREHU�����������IROORZLQJ�SDVVDJH�RI�LPSOHPHQWLQJ�OHJLVODWLRQ�E\�WKH�VL[�WHUULWRULHV��7KH
$JUHHPHQW�HQKDQFHV�H[LVWLQJ�FRRSHUDWLRQ�EHWZHHQ�WKH�8.�DQG�8�6��DJDLQVW�WKH�WUDIILFNLQJ�RI�LOOLFLW
GUXJV�LQ�WKH�ZDWHUV�DURXQG�WKHVH�WHUULWRULHV�

7KH�86*�KDV�FRQFOXGHG�D�&XVWRPV�0XWXDO�$VVLVWDQFH�$JUHHPHQW�ZLWK�WKH�8.�

,,,��$FWLRQV�$JDLQVW�'UXJV�LQ�����

7KH�&27V�FRQWLQXH�WR�EHQHILW�IURP�SURJUDPV�GHYHORSHG�LQ������XQGHU�WKH�(XURSHDQ�8QLRQ��(8�
&DULEEHDQ�'UXJV�,QLWLDWLYH��&',���QRWDEO\�LQ�WKH�ILHOGV�RI�PDULWLPH�FRRSHUDWLRQ��ODZ�HQIRUFHPHQW
WUDLQLQJ��DQWL�PRQH\�ODXQGHULQJ�DQG�MXGLFLDO�WUDLQLQJ��,Q�������WKH�8.�GRQDWHG�D�WUDLQLQJ�YHVVHO�IRU
&DULEEHDQ�FRDVW�JXDUGV�HQJDJHG�LQ�GUXJ�LQWHUGLFWLRQ�

2SHUDWLRQDO�FRQWDFW�EHWZHHQ�WKH�JRYHUQPHQWV�RI�WKH�&27V�DQG�WKHLU�VLVWHU�&DULEEHDQ�LVODQGV�LV�FORVH
DQG�HIIHFWLYH��7KH�JHRJUDSKLFDO�SRVLWLRQ�RI�$QJXLOOD�DQG�%9,�PDNH�WKHP�SULPH�GUXJ�WUDQVVKLSPHQW
URXWHV�SDUWLFXODUO\�YXOQHUDEOH�WR�DLUGURSV�RI�FRFDLQH�LQ�WKH�VXUURXQGLQJ�VHDV�DQG�RIIVKRUH�LVODQGV��7KH
GURSV�JHQHUDOO\�DUH�GHVWLQHG�IRU�WKH�QHDUE\�LVODQGV�RI�6W��0DUWLQ�6W��0DDUWHQ�DQG�3XHUWR�5LFR�DV�ZHOO�DV
WKH�8�6��9LUJLQ�,VODQGV��&RRSHUDWLRQ�DPRQJ�$QJXLOOLDQ��)UHQFK�DQG�'XWFK�RIILFLDOV�LQ�6W��0DUWLQ�LV
JRRG��6HQLRU�SROLFH�RIILFHUV�URXWLQHO\�KROG�MRLQW�PHHWLQJV�WR�DGGUHVV�LVVXHV�DQG�H[FKDQJH�GUXJ�UHODWHG
LQIRUPDWLRQ��)UHQFK�DXWKRULWLHV�LQ�6W��0DUWLQ�KDYH�EHFRPH�PRUH�DFWLYH�LQ�WDNLQJ�PHDVXUHV�WR�UHGXFH
WKH�WUDQVIHU�RI�VPDOO�TXDQWLWLHV�RI�GUXJV�WR�$QJXLOOD�YLD�SDVVHQJHU�IHUU\�

&RRSHUDWLRQ�EHWZHHQ�WKH�%9,�DQG�8�6��DXWKRULWLHV�KDV�ZRUNHG�ZHO O�XQGHU�WKH�6KLSULGHU�$JUHHPHQW�DQG
WKH�0/$7��7KH�%9,�KDV�DOVR�EHHQ�DFWLYHO\�LQYROYHG��ZKHQ�LWV�VPDOO�IRUFHV�KDYH�SHUPLWWHG��LQ�WKH
FRPELQHG�DQQXDO�RSHUDWLRQV�RI�&DULEH�9HQWXUH�DQG�)URQWLHU�6KLHOG³WZR�VXFFHVVIXO�86*�FRXQWHUGUXJ
LQLWLDWLYHV�LQ�WKH�&DULEEHDQ�

7KH�5R\DO�1DY\�DOVR�SDUWLFLSDWHV�LQ�&DULEH�9HQWXUH�DQG�)URQWLHU�6KLHOG��7KHVH�RSHUDWLRQV�KDYH�KDG
LQFUHDVLQJ�VXFFHVV�LQ�GUXJ�LQWHUGLFWLRQ�DQG��DV�VXFK��DUH�EHFRPLQJ�D�PDLQVWD\�RI�WKH�8�6��8.�PDULWLPH
DQWLGUXJ�SRUWIROLR�LQ�WKH�&DULEEHDQ��5R\DO�1DY\�YHVVHOV�DVVLJQHG�WR�:HVW�,QGLHV�JXDUG�GXWLHV
SDUWLFLSDWH�LQ�FRRUGLQDWHG�GUXJ�LQWHUGLFWLRQ�PLVVLRQV�LQ�VXSSRUW�RI�WKH�8�6��-RLQW�,QWHUDJHQF\�7DVN
)RUFH�(DVW��-,$7)�(DVW���EDVHG�LQ�.H\�:HVW��)ORULGD��7KH�5R\DO�1DY\�PDLQWDLQV�D�IXOO�WLPH�OLDLVRQ
RIILFHU�LQ�.H\�:HVW�WR�VXSSRUW�-,$7)�(DVW
V�PLVVLRQ�

7KH�8.�2YHUVHDV�7HUULWRULHV�5HJLRQDO�&ULPLQDO�,QWHOOLJHQFH�6\VWHP��275&,6���ZLWK�LWV�KXE�LQ�0LDPL
�WKXV�LQFUHDVLQJ�DQG�IDFLOLWDWLQJ�OLDLVRQ�ZLWK�WKH�86*���KDV�EHHQ�RSHUDWLRQDO�VLQFH�������7KLV�EXLOGV�RQ
WKH�VXFFHVVIXO�RSHUDWLRQ�RI�WKH�FRPELQHG�8�6��8.�:KLWH�&ROODU�&ULPH�,QYHVWLJDWLRQ�7HDP��:&&,7�
HVWDEOLVKHG�LQ������LQ�0LDPL�ZLWK�)%,�RIILFHUV�DQG�%ULWLVK�ODZ�HQIRUFHPHQW�RIILFHUV�

,Q�������FORVH�DQWLGUXJ�FRRSHUDWLRQ�FRQWLQXHG�EHWZHHQ�WKH�&27V��%HUPXGD�DQG�8�6��ODZ�HQIRUFHPHQW
DXWKRULWLHV��7KH�&D\PDQ�,VODQGV�SHUPLWV�WKH�86&*�WR�XVH�LWV�WHUULWRU\�DV�D�EDVH�IRU�FRXQWHUQDUFRWLFV
RSHUDWLRQV�LQ�WKH�&DULEEHDQ��7KH�%HUPXGD�3ROLFH�6HUYLFH�KDV�KDG�DQ�DFWLYH�OLDLVRQ�UHODWLRQVKLS�ZLWK
WKH�1HZ�-HUVH\�RIILFH�RI�'($�LQ�D�QXPEHU�RI�FRQWUROOHG�GHOLYHULHV�WKDW�UHVXOWHG�LQ�DUUHVWV��ERWK�LQ
%HUPXGD�DQG�WKH�8�6��$V�DQ�DGMXQFW�WR�FXUUHQW�LQWHUGLFWLRQ�HIIRUWV��WKH�*2%�LV�PRYLQJ�IRUZDUG�ZLWK�D



QXPEHU�RI�GHPDQG�UHGXFWLRQ�LQLWLDWLYHV��2QH�KLJK�SULRULW\�SURMHFW�LV�WKH�HVWDEOLVKPHQW�RI�D��GUXJ
FRXUW��DV�D�YHQXH�IRU�DGMXGLFDWLRQ�RI�OHVVHU�RIIHQVHV��7KLV�LV�PRGHOHG�RQ�D�VLPLODU�SURJUDP�LQ
3HQVDFROD��)ORULGD��DQG�ZLOO�HPSKDVL]H�WUHDWPHQW�DQG�FRPPXQLW\�VHUYLFH�IRU�ILUVW�WLPH�RIIHQGHUV�LQ�OLHX
RI�WUDGLWLRQDO�LQFDUFHUDWLRQ��,Q�6HSWHPEHU��WKH�$WWRUQH\�*HQHUDO�DQG�WKH�0LQLVWHU�IRU�3XEOLF�6DIHW\
YLVLWHG�D��PHQWRU��GUXJ�FRXUW�SURJUDP�LQ�3KLODGHOSKLD�DQG�REVHUYHG�WUHDWPHQW�IDFLOLWLHV�LQ�:DVKLQJWRQ�
'�&�

/DZ�(QIRUFHPHQW�(IIRUWV��7KH�%ULWLVK�*RYHUQPHQW�DSSRLQWHG�D�&27V�/DZ�(QIRUFHPHQW�$GYLVRU�LQ
-DQXDU\�������%DVHG�LQ�0LDPL��WKH�$GYLVRU�ZRUNV�FORVHO\�ZLWK�SROLFH��FXVWRPV��DQG�LPPLJUDWLRQ
VHUYLFHV�LQ�WKH�&27V�WR�HQKDQFH�WKHLU�FRXQWHUGUXJV�FDSDELOLW\��(QKDQFHG�FRRSHUDWLRQ�ZLWK�WKH�8�6��LV
DOVR�EHLQJ�FRQVLGHUHG��7KH�$GYLVRU�DOVR�ZRUNV�ZLWK�WKH�&27V
�'UXJ�&RXQFLOV�DQG�RWKHU�ERGLHV�LQ�WKH
DUHDV�RI�GHPDQG�UHGXFWLRQ�DQG�GUXJ�DZDUHQHVV�HGXFDWLRQ�

7KH�%HUPXGD�JRYHUQPHQW�IRUPHG�D�&RPELQHG�(QIRUFHPHQW�,QWHOOLJHQFH�7HDP�WR�IRVWHU�LPSURYHG
LQWHOOLJHQFH�VKDULQJ�EHWZHHQ�FXVWRPV�DQG�WKH�SROLFH��$�&ULPHVWRSSHUV�+RWOLQH�ZDV�HVWDEOLVKHG�WR�WDS
LQWR�WKH�%HUPXGLDQ�RXWUDJH�RYHU�GUXJ�WUDIILFNLQJ�RQ�WKH�LVODQG��7KH�����QXPEHU�LV�DQVZHUHG�LQ�0LDPL�
)ORULGD��DQG�WKH�WLSV�DUH�WKHQ�SDVVHG�EDFN�WR�WKH�%HUPXGD�3ROLFH�6HUYLFH��7KLV�DUUDQJHPHQW�KDV
RYHUFRPH�WKH�UHOXFWDQFH�RI�PDQ\�WR�SURYLGH�LQIRUPDWLRQ�WR�WKH�SROLFH�IRU�IHDU�RI�KDYLQJ�WKHLU�YRLFHV
UHFRJQL]HG��%HUPXGD�SROLFH�DQG�FXVWRPV�RIILFHUV�FRQWLQXH�WR�PDNH�VHL]XUHV�RI�FDQQDELV��FRFDLQH�DQG
RWKHU�GDQJHURXV�GUXJV��XVXDOO\�RQ�WKH�VWUHQJWK�RI�LQWHOOLJHQFH�SURYLGHG�E\�'($�

&RUUXSWLRQ��7KHUH�ZHUH�QR�DUUHVWV�RU�SURVHFXWLRQV�RI�VHQLRU�JRYHUQPHQW�RU�ODZ�HQIRUFHPHQW�RIILFLDOV
IRU�QDUFRWLFV�UHODWHG�FRUUXSWLRQ�LQ�������%ULWLVK�DXWKRULWLHV�DFW�H[SHGLWLRXVO\�DQG�HIIHFWLYHO\�DJDLQVW
DQ\�LQGLFDWLRQ�RI�FRUUXSWLRQ�LQ�WKH�&27V��DV�WKH\�GR�LQ�WKH�8.�LWVHOI�

$�%HUPXGLDQ�FXVWRPV�RIILFHU�DQG�KHU�DFFRPSOLFH��DUUHVWHG�LQ�������ZHUH�UHFHQWO\�FRQYLFWHG�LQ�8�6�
GLVWULFW�FRXUW�LQ�1HZ�<RUN��7KH\�ZHUH�IRXQG�JXLOW\�RI�FRQVSLULQJ�WR�LPSRUW�D�ODUJH�TXDQWLW\�RI�FRFDLQH
LQWR�%HUPXGD�RQ�D�8�6��DLUOLQHU��7KH�*2%�FRRSHUDWHG�ZLWK�8�6��ODZ�HQIRUFHPHQW�DXWKRULWLHV�LQ�WKH
DUUHVW��DQG�WKH\�UHVSRQG�HIIHFWLYHO\�DQG�H[SHGLWLRXVO\�DJDLQVW�DQ\�KLQW�RI�FRUUXSWLRQ�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

$V�QRWHG�DERYH��WKH�86*�HQMR\V�H[FHOOHQW�PDULWLPH�FRRSHUDWLRQ�ZLWK�WKH�&27V�DQG�%HUPXGD�DQG
ZLWK�WKH�8.�LQ�WKH�&DULEEHDQ�UHJLRQ�XQGHU�WKH�0DULWLPH�/DZ�(QIRUFHPHQW�&RRSHUDWLRQ�$JUHHPHQW
DQG�VXSSRUW�WR�-,$7)�(DVW��&ROOHFWLYHO\��WKHVH�HIIRUWV�KDYH�UHVXOWHG�LQ�GUXJ�LQWHUGLFWLRQ�VXFFHVVHV
DFURVV�WKH�&DULEEHDQ�UHJLRQ�

7KH�8�6���DORQJ�ZLWK�WKH�8.�DQG�RWKHU�(XURSHDQ�VWDWHV�DQG�&DQDGD��SURYLGHV�VXSSRUW�WR�WKH
&DULEEHDQ�)LQDQFLDO�$FWLRQ�7DVN�)RUFH��&)$7)���RI�ZKLFK�DOO�WKH�&27V�DQG�%HUPXGD�DUH�PHPEHUV�
&)$7)�DVVLVWV�LWV�PHPEHUV�LQ�LGHQWLI\LQJ�ZHDNQHVVHV�DQG�HQFRXUDJLQJ�UHIRUPV�LQ�WKHLU�DQWL�PRQH\
ODXQGHULQJ�DQG�ILQDQFLDO�VHUYLFHV�UHJXODWRU\�UHJLPHV��,Q�DGGLWLRQ��WKH�8�6���LQ�FRQMXQFWLRQ�ZLWK�WKH�(8
DQG�WKH�8.��IXQGV�WKH�&DULEEHDQ�$QWL�PRQH\�/DXQGHULQJ�3URJUDP��&$/3���ZKLFK�SURYLGHV�WUDLQLQJ
DQG�WHFKQLFDO�DVVLVWDQFH�LQ�WKH�DUHDV�RI�ILQDQFLDO�LQYHVWLJDWLRQ��WKH�OHJDO�DQG�MXGLFLDO�DVSHFWV�RI�ILQDQFLDO
VHFWRU�UHJXODWLRQ��DQG�WR�ILQDQFLDO�VHFWRU�HPSOR\HHV�DQG�WKHLU�UHJXODWRUV�

7KH�5RDG�$KHDG��7KH�8�6��ORRNV�IRUZDUG�WR�FRQWLQXHG�FORVH�FRRSHUDWLRQ�ZLWK�WKH�8.�&DULEEHDQ
2YHUVHDV�7HUULWRULHV�DQG�%HUPXGD�RQ�DOO�FRXQWHUQDUFRWLFV�IURQWV��7KH�8�6��ZLOO�FRQWLQXH�WR�VXSSRUW�WKH
ZRUN�RI�&)$7)�DQG�&$/3�LQ�IXUWKHU�VWUHQJWKHQLQJ�WKH�ILQDQFLDO�VHFWRU�UHJXODWRU\�DQG�DQWL�PRQH\
ODXQGHULQJ�UHJLPHV�RI�WKH�8.�&27V�DQG�%HUPXGD��7KH�'($
V�1HZ�-HUVH\�RIILFH�LV�SODQQLQJ�PRUH
WUDLQLQJ�IRU�WKH�%HUPXGD�QDUFRWLFV�VTXDG�LQ������

Cuba

,��6XPPDU\

7KH�*RYHUQPHQW�RI�&XED��*2&��KDV�LPSURYHG�WKH�VKDULQJ�RI�LQIRUPDWLRQ�ZLWK�WKH�86*�DQG�RWKHU
JRYHUQPHQWV�RQ�LQWHUQDWLRQDO�GUXJ�WUDIILFNLQJ��EXW�WKHUH�UHPDLQV�D�ODFN�RI�DXWKRULWDWLYH�LQIRUPDWLRQ
IURP�WKH�*2&�ZLWK�UHJDUG�WR�GRPHVWLF�GUXJ�XVH�DQG�GUXJ�WUDIILFNLQJ�WKURXJK�DQG�IURP�&XED��7KLV�ODFN
RI�LQIRUPDWLRQ�PDNHV�LW�GLIILFXOW�WR�DVVHVV�WKH�VHYHULW\�RI�WKH�SUREOHP��$OWKRXJK�&XED�LV�QRW�D�PDMRU
WUDQVLW�FRXQWU\�IRU�GUXJV�FRPLQJ�WR�WKH�8QLWHG�6WDWHV��LW�UHPDLQV�D�FRXQWU\�RI�FRQFHUQ�WR�86*
FRXQWHUQDUFRWLFV�DJHQFLHV�

&XED
V�XQLTXH�JHRJUDSK\�SUHVHQWV�DQ�LQYLWLQJ�HQYLURQPHQW�WR�ERWK�DLU�DQG�PDULWLPH�VPXJJOHUV��7KH
LVODQG�VWUHWFKHV�RYHU�����QDXWLFDO�PLOHV��QP��HDVW�WR�ZHVW�DQG�SUHVHQWV�WR�PDULQHUV�RYHU������QP�RI
FRDVWOLQH�DQG�PRUH�WKDQ������LVOHWV�DQG�FD\V��&XED
V�ORFDWLRQ�LQ�WKH�QRUWKHUQ�&DULEEHDQ�SURYLGHV�GLUHFW



DQG�LQGLUHFW�SDWKV�IRU�GUXJ�VPXJJOHUV�DWWHPSWLQJ�WR�UHDFK�WKH�8QLWHG�6WDWHV��&RPSRXQGLQJ�WKH
FKDOOHQJH�RI�JHRJUDSK\�LV�D�VPDOO�SRSXODWLRQ�����PLOOLRQ��KHDYLO\�FRQFHQWUDWHG�LQ�DQG�DURXQG�+DYDQD
DQG�RWKHU�XUEDQ�FHQWHUV��OHDYLQJ�WKH�VSDUVHO\�SRSXODWHG�FD\V�DQG�HDVWHUQ�FRDVWV�YXOQHUDEOH�WR�LOOLFLW
DFWLYLW\��)XUWKHUPRUH��LQFUHDVLQJ�WRXULVP��HVSHFLDOO\�ZLWK�(XURSH��SUHVHQWV�WKH�GDXQWLQJ�SURVSHFW�RI
LQFUHDVLQJ�GUXJ�VPXJJOLQJ�WKURXJK�&XED�WR�(XURSH�

&XEDQ�LQWHUGLFWLRQ�HIIRUWV�IRFXV�RQ�FXVWRPV�VHDUFKHV�RI�FRPPHUFLDO�DLUFUDIW�DQG�SDVVHQJHUV�DV�ZHOO�DV
VKLSSLQJ�WUDIILF��7KH�*2&�LV�SD\LQJ�LQFUHDVLQJ�DWWHQWLRQ�WR�QRQ�FRPPHUFLDO�ERDWV�DQG�VPDOO�DLUFUDIW
WKDW�H[SORLW�LWV�JHRJUDSK\�WR�DYRLG�8�6��LQWHUGLFWLRQ�IRUFHV��7KH�*2&�KDV�KHOG�QXPHURXV�ODZ
HQIRUFHPHQW�WUDLQLQJ�VHPLQDUV�DQG�V\PSRVLD��ZLWK�LQWHUQDWLRQDO�VXSSRUW��WR�LQFUHDVH�WKH�HIIHFWLYHQHVV
RI�&XEDQ�FRXQWHUGUXJ�IRUFHV��7KHVH�HYHQWV�DQG�LQWHUGLFWLRQ�VXFFHVVHV�DUH�ZHOO�SXEOLFL]HG�LQ�&XED
V
JRYHUQPHQW�FRQWUROOHG�PHGLD��&XED�KDV�VWLII�SHQDOWLHV�IRU�SURGXFLQJ��WUDQVSRUWLQJ��WUDIILFNLQJ�
LQWURGXFLQJ��RU�VPXJJOLQJ�QDUFRWLFV��EXW�QRW�IRU�FRQVXPLQJ�WKHP��&XED
V�DGGLWLRQ�RI�DQWL�PRQH\
ODXQGHULQJ�ODZV�WR�SUHYHQW�PRQH\�ODXQGHULQJ�IURP�WDNLQJ�URRW�LV�D�SRVLWLYH�VWHS�DJDLQVW�WUDIILFNLQJ
RUJDQL]DWLRQV��&XED�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�

,,��6WDWXV�RI�&RXQWU\

7KHUH�DUH�QR�RIILFLDO�*2&�UHSRUWV�RQ�LQWHUQDO�GUXJ�SUREOHPV�RU�GUXJ�WUDIILFNLQJ�IURP�RU�WKURXJK�&XED
WR�RWKHU�FRXQWULHV��QRU�DUH�WKHUH�DQ\�UHSRUWV�RI�PRQH\�ODXQGHULQJ�LQ�������&XED�GRHV�QRW�DSSHDU�WR�EH
D�VLJQLILFDQW�VLWH�IRU�FXOWLYDWLRQ�RU�SURGXFWLRQ�RI�GUXJV��$OWKRXJK�WKHUH�ZDV�D�PRGHVW�RYHUDOO�ULVH�LQ
GUXJ�XVH�LQ�&XED�LQ�������E\�&XEDQV�DV�ZHOO�DV�IRUHLJQHUV��WKH�*2&�FRQWLQXHG�WR�DWWULEXWH�GUXJ�XVH�LQ
&XED�WR�WKH�JURZLQJ�QXPEHU�RI�WRXULVWV�DQG�WR�WKH�GUXJV�WKDW�ZDVK�DVKRUH�IURP�GLVUXSWHG�VPXJJOLQJ
YHQWXUHV��&XEDQ�RIILFLDOV�EODPH�WKHLU�LQDELOLW\�WR�SDWURO�WKHLU�WHUULWRULDO�ZDWHUV�DGHTXDWHO\�RQ�D�ODFN�RI
UHVRXUFHV��+RZHYHU��WKH\�DUH�LQ�WKH�SURFHVV�RI�XSJUDGLQJ�WKHLU�SDWURO�ERDWV�DQG�LQFUHDVLQJ�WKHLU�DELOLW\
WR�LQWHUDFW�ZLWK�WKH�8�6��&RDVW�*XDUG�

&XED
V�OHDG�ODZ�HQIRUFHPHQW�DJHQF\�RQ�GUXJ�UHODWHG�LVVXHV�LV�WKH�0LQLVWU\�RI�WKH�,QWHULRU
V�1DWLRQDO
$QWLGUXJ�'HSDUWPHQW��7KH�1DWLRQDO�'UXJ�&RPPLVVLRQ��IRUPHG�LQ�������LV�DQ�LQWHUDJHQF\�FRRUGLQDWLQJ
ERG\�KHDGHG�E\�WKH�0LQLVWHU�RI�-XVWLFH��7KH�0LQLVWULHV�RI�,QWHULRU��([WHULRU�5HODWLRQV��3XEOLF�+HDOWK�
(GXFDWLRQ��DQG�&XOWXUH�DUH�DOVR�UHSUHVHQWHG�RQ�WKH�FRPPLVVLRQ��DORQJ�ZLWK�WKH�FXVWRPV�DQG�ERUGHU
JXDUG�VHUYLFHV�DQG�QDWLRQDO�VSRUWV�LQVWLWXWH�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��,Q�������&XED�FRQWLQXHG�LWV�SROLF\�RI�LQWHUQDO��ELODWHUDO��DQG�PXOWLODWHUDO�HIIRUWV�DW
FRQWUROOLQJ�GUXJ�FULPH��&XED�KDV�EHJXQ�D�SURJUDP�WR�WUDLQ�DOO�ODZ�HQIRUFHPHQW�RIILFHUV�LQ�EDVLF�GUXJ
DZDUHQHVV�WRSLFV��LQFOXGLQJ�SUHYHQWLRQ��E\�������6PDOOHU��LQ�GHSWK�FRXQWHUGUXJ�WUDLQLQJ�VHPLQDUV�DQG
V\PSRVLD�KDYH�EHHQ�SUHVHQWHG�LQ�&XED�ZLWK�WKH�FRRSHUDWLRQ�RI�VHYHUDO�FRXQWULHV�LQFOXGLQJ�&RORPELD�
*HUPDQ\��6SDLQ��)UDQFH��WKH�8.��DQG�&DQDGD��&XED�DOVR�PDGH�D�SUHVHQWDWLRQ�RQ�LWV�PDULWLPH�GUXJ
LQWHUGLFWLRQ�RSHUDWLRQV�DW�WKH�2FWREHU������PHHWLQJ�RI�WKH�+HDGV�RI�1DWLRQDO�'UXJ�/DZ�(QIRUFHPHQW
$JHQFLHV��/DWLQ�$PHULFD�DQG�&DULEEHDQ��

/DZ�(QIRUFHPHQW�(IIRUWV��&XED�DQG�WKH�8QLWHG�6WDWHV�FRQWLQXHG�WR�H[FKDQJH�GUXJ�UHODWHG�ODZ
HQIRUFHPHQW�LQIRUPDWLRQ�RQ�D�FDVH�E\�FDVH�EDVLV�DQG�KDYH�H[SDQGHG�WKHVH�HIIRUWV�WKURXJK�D�SHUPDQHQW
8�6��&RDVW�*XDUG�GUXJ�LQWHUGLFWLRQ�VSHFLDOLVW�DW�WKH�8�6��,QWHUHVWV�6HFWLRQ��86,17��LQ�+DYDQD��7KH
8�6��&RDVW�*XDUG�DQG�&XED
V�ERUGHU�JXDUG��6SDQLVK�LQLWLDOV�7*)�IRU�7URSDV�*XDUGDV�)URQWHUDV�
H[FKDQJHG�LQIRUPDWLRQ�VHYHUDO�WLPHV�LQ�HIIRUWV�WR�DSSUHKHQG�ERDWV�DQG�FUHZV�LQYROYHG�LQ�GUXJ
WUDIILFNLQJ�

7KH�0LQLVWU\�RI�,QWHULRU��SULPDULO\�7*)��FRQGXFWHG�D�PDMRU�FRXQWHUGUXJ�RSHUDWLRQ�IURP�-XO\�WKURXJK
2FWREHU�RI�������DWWHPSWLQJ�WR�GHWHU�GUXJ�VPXJJOHUV�IURP�VNLUWLQJ�WKH�HDVWHUQ�FRDVW�RI�&XED�ZKLOH�HQ
URXWH�WR�WKH�%DKDPDV�DQG�WKH�8QLWHG�6WDWHV��7KLV�RSHUDWLRQ�UHVXOWHG�LQ�VHYHUDO�YHVVHO�VHL]XUHV�DQG
DUUHVWV��6LJQLILFDQWO\��WKH�RSHUDWLRQ�ZDV�DOVR�XVHG�WR�SURGXFH�D�YLGHRWDSH�WKDW�LV�EHLQJ�XVHG�WR�WUDLQ
7*)�WURRSV�WKURXJKRXW�&XED�RQ�WKH�GUXJ�WUDIILFNLQJ�WKUHDW�DQG�DSSURSULDWH�ODZ�HQIRUFHPHQW�WDFWLFV�WR
FRPEDW�WKH�WKUHDW�

$V�D�UHVXOW�RI�WKH������UHSRUW�E\�WKH�,QWHUQDWLRQDO�1DUFRWLFV�&RQWURO�%RDUG�WKDW�DGYLVHG�WKDW
�WHFKQLFDO�DVVLVWDQFH�E\�GRQRU�FRXQWULHV�DQG�UHOHYDQW�LQWHUQDWLRQDO�RUJDQL]DWLRQV�ZRXOG�HQKDQFH�WKH
HIIRUWV�RI�WKH�&XEDQ�ERUGHU�JXDUG�WR�LQWHUFHSW�LOOLFLW�GUXJ�FRQVLJQPHQWV���WKH�*2&�UHFHLYHG�IXQGV�WR
XSJUDGH�7*)�SDWURO�ERDWV��7KH�([HFXWLYH�'LUHFWRU�RI�WKH�81'&3�GRFXPHQWHG�WKH�XSJUDGHV�PDGH
SRVVLEOH�E\�WKH�LQWHUQDWLRQDO�DVVLVWDQFH�ZKHQ��RQ�D�YLVLW�WR�&XED�LQ�)HEUXDU\�������KH�QRWHG
�VLJQLILFDQW�DFFRPSOLVKPHQWV�RI�WKH�&XEDQV�LQ�FRPEDWLQJ�GUXJV��GHVSLWH�WKH�SDXFLW\�RI�DYDLODEOH
UHVRXUFHV��



'UXJ�6HL]XUHV�$UUHVWV��&XED
V�JRYHUQPHQW�FRQWUROOHG�SUHVV�UHSRUWHG�LQ�1RYHPEHU�WKDW�������
NLORJUDPV�RI�LOOHJDO�GUXJV�ZHUH�VHL]HG�LQ�WKH�ILUVW�WHQ�PRQWKV�RI�������D�������NLORJUDPV�LQFUHDVH�RYHU
WKH�DPRXQW�VHL]HG�LQ�WKH�VDPH�SHULRG�RI�������2I�WKLV�DPRXQW��������NLORJUDPV�ZHUH�VHL]HG�LQ�WKH
-XO\�2FWREHU�RSHUDWLRQ��LQFOXGLQJ�������NLORJUDPV�RI�FRFDLQH�DQG�������NLORJUDPV�RI�PDULMXDQD��7KH
VDPH�DUWLFOH�VWDWHG�WKDW��IURP������WKURXJK�������D�WRWDO�RI����PHWULF�WRQV�RI�GUXJV�ZHUH�VHL]HG�DQG
����IRUHLJQ�GUXJ�WUDIILFNHUV�ZHUH�DUUHVWHG��RI�ZKRP�����UHPDLQ�LPSULVRQHG�LQ�&XED�

7KH�PDMRULW\�RI�&XEDQ�GUXJ�VHL]XUHV�DUH�IURP�EDOHV�RI�GUXJV�ZKLFK�GULIW�DVKRUH�IURP�GLVUXSWHG
PDULWLPH�RU�DLU�VPXJJOLQJ�DWWHPSWV��7KHVH��UHFDORV��DUH�D�SRVVLEOH�VRXUFH�RI�GUXJV�IRU�LQWHUQDO
WUDIILFNLQJ�DQG�FRQVXPSWLRQ��EXW�WKH�*2&�GLG�QRW�SXEOLVK�VWDWLVWLFV�IRU������IRU�DUUHVWV�RU
SURVHFXWLRQV�RI�&XEDQV�RQ�GUXJ�FKDUJHV��7KH�*2&�FRQWLQXHG�WR�PDLQWDLQ�WKDW�LW�KDG�QR�VHULRXV
GRPHVWLF�FRQVXPSWLRQ�SUREOHP�DQG�WKDW�GRPHVWLF�GHPDQG�IRU�GUXJV�VXFK�DV�FRFDLQH�ZDV�ORZ�

&RUUXSWLRQ��&XEDQ�DXWKRULWLHV�PDLQWDLQ�WKDW�WKHUH�LV�QR�HYLGHQFH�RI�QDUFRWLFV�UHODWHG�FRUUXSWLRQ�E\
JRYHUQPHQW�RIILFLDOV��1R�UHSRUWV�RI�QDUFRWLFV�UHODWHG�FRUUXSWLRQ�DSSHDUHG�LQ�&XED
V�VWDWH�FRQWUROOHG
PHGLD�LQ�������,QWHUQDWLRQDO�FRXQWHUGUXJ�RIILFLDOV�KDYH�QRW�UHSRUWHG�DQ\�HYLGHQFH�RI�FRUUXSWLRQ�E\
*2&�RIILFLDOV�

$VVHW�6HL]XUH��7KH�*2&�UHWDLQV�DOO�SURSHUW\�VHL]HG�RU�VXVSHFWHG�RI�EHLQJ�OLQNHG�WR�QDUFRWLFV
WUDIILFNLQJ��1R�*2&�SXEOLVKHG�UHSRUWV�RQ�DVVHW�IRUIHLWXUH�DUH�DYDLODEOH�

$JUHHPHQWV�DQG�7UHDWLHV��7KH�*2&�VWDWHV�WKDW�LW�PDLQWDLQV�ELODWHUDO�DJUHHPHQWV�RQ�QDUFRWLFV�ZLWK���
FRXQWULHV�DQG�OHVV�IRUPDO�ZRUNLQJ�DUUDQJHPHQWV�ZLWK����RWKHUV��,Q�DGGLWLRQ��&XED�FRRSHUDWHV�ZLWK���
LQWHUQDWLRQDO�DQWLGUXJ�RUJDQL]DWLRQV��7KH�8�6���6SDLQ��DQG�)UDQFH�KDYH�SRVWHG�FRXQWHUQDUFRWLFV
SHUVRQQHO�WR�+DYDQD�WR�HQKDQFH�FRXQWHUQDUFRWLFV�HIIRUWV�ZLWK�WKH�*2&��7KH�8.�DQG�&DQDGD�KDYH
GUXJ�OLDLVRQ�RIILFHUV�ZKR�YLVLW�&XED�RFFDVLRQDOO\��2QO\�UHFHQWO\�KDYH�WKHVH�RIILFHUV�EHJXQ�WR�FRRUGLQDWH
WKHLU�ELODWHUDO�HIIRUWV�WR�PD[LPL]H�WKHLU�HIIHFWLYHQHVV�DQG�PLQLPL]H�GXSOLFDWLRQ��7KURXJK�PLG������
LQWHUQDWLRQDO�SDUWQHUV�KDG�WUDLQHG�RYHU�����&XEDQ�ODZ�HQIRUFHPHQW�RIILFLDOV�LQ�YDULRXV�VXEMHFWV�
LQFOXGLQJ�FDQLQH�GUXJ�GHWHFWLRQ��YHVVHO�VHDUFKHV��DQG�EDJJDJH�VHDUFKHV��&XED�DQG�WKH�8QLWHG�6WDWHV�GR
QRW�KDYH�D�ELODWHUDO�DQWLQDUFRWLFV�WUHDW\�RU�DJUHHPHQW��EXW�FRQWLQXHG�WR�ZRUN�WRJHWKHU�RQ�D�FDVH�E\�
FDVH�EDVLV��,Q�0DUFK�������WKH�8�6��&RDVW�*XDUG�DQG�&XEDQ�ERUGHU�JXDUG�EHJDQ�WR�XVH�YRLFH�WHOHSKRQH
FRPPXQLFDWLRQV�WR�H[FKDQJH�WLPH�FULWLFDO�WDFWLFDO�LQIRUPDWLRQ��,Q�6HSWHPEHU��D�8�6��&RDVW�*XDUG
RIILFHU�ZDV�SHUPDQHQWO\�DVVLJQHG�WR�WKH�8�6��,QWHUHVWV�6HFWLRQ�WR�IXUWKHU�LPSURYH�8�6��FRXQWHUGUXJ
HIIRUWV�ZLWK�&XED��,Q�'HFHPEHU�������&XED�VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO
2UJDQL]HG�&ULPH�

&XOWLYDWLRQ�3URGXFWLRQ��7KHUH�LV�QR�HYLGHQFH�WKDW�&XED�LV�D�VLJQLILFDQW�GUXJ�SURGXFLQJ�FRXQWU\��7KH
*2&�GLG�QRW�SXEOLVK�UHSRUWV�UHJDUGLQJ�FURS�VL]H�HVWLPDWHV��FURS�\LHOGV��RU�HUDGLFDWLRQ�HIIRUWV�

'UXJ�)ORZ�7UDQVLW��$V�QRWHG�DERYH��WKHUH�LV�D�ODFN�RI�DXWKRULWDWLYH�LQIRUPDWLRQ�DERXW�WKH�QDWXUH
DQG�H[WHQW�RI�GUXJ�WUDIILFNLQJ�IURP�DQG�WKURXJK�&XED��%DVHG�RQ�DYDLODEOH�LQIRUPDWLRQ��WUDIILFNLQJ�RI
LOOHJDO�QDUFRWLFV�LQ������WRRN�SODFH�WKURXJK�&XED
V�ZDWHUV�DQG�DLUVSDFH�DQG�WKURXJK�&XEDQ
LQWHUQDWLRQDO�DLUSRUWV��,Q�WKH�FDVHV�DW�VHD��WKH�QDUFRWLFV�ZHUH�HLWKHU�WUDQVSRUWHG�E\�ERDW�WKURXJK�&XEDQ
ZDWHUV�RU�GURSSHG�E\�DLUFUDIW�DQG�SLFNHG�XS�E\��JR�IDVW��ERDWV�ZDLWLQJ�QHDUE\��,W�DSSHDUV�WKDW�WKH
LPPHGLDWH�GHVWLQDWLRQ�IRU�PDQ\�RI�WKHVH�RSHUDWLRQV�ZDV�WKH�%DKDPDV��EXW�WKH�EHVW�HVWLPDWH�LV�WKDW�WKH
ILQDO�GHVWLQDWLRQ�IRU�PRVW�RI�WKH�GUXJV�ZDV�SUREDEO\�WKH�8QLWHG�6WDWHV��6PXJJOLQJ�E\�DLUOLQH�SDVVHQJHUV
DSSHDUHG�WR�EH�GLUHFWHG�SULPDULO\�WRZDUG�(XURSHDQ�GHVWLQDWLRQV�

0RQH\�/DXQGHULQJ��&XED�LV�QRW�DQ�LQWHUQDWLRQDO�ILQDQFLDO�FHQWHU��7KH�*2&�FRQWUROV�DOO�ILQDQFLDO
LQVWLWXWLRQV�DQG�LWV�SHVR�LV�QRW�DFFHSWHG�RXWVLGH�RI�&XED��$FFRUGLQJ�WR�WKH�*2&��LW�KDV�QRW�SURVHFXWHG
DQ\�PRQH\�ODXQGHULQJ�FDVHV�VLQFH�WKH�1DWLRQDO�$VVHPEO\�SDVVHG�OHJLVODWLRQ�FULPLQDOL]LQJ�LW�LQ������
&XED�KDV�VROLFLWHG�WUDLQLQJ�DVVLVWDQFH�LQ�FRPEDWLQJ�PRQH\�ODXQGHULQJ�IURP�WKH�8.��&DQDGD��)UDQFH�
DQG�6SDLQ�

&KHPLFDO�&RQWURO��&XED�LV�QRW��EDVHG�RQ�DYDLODEOH�LQIRUPDWLRQ��D�VRXUFH�RI�SUHFXUVRU�FKHPLFDOV��7KH
*2&�GLG�QRW�SXEOLFL]H�DQ\�LQFLGHQWV�LQYROYLQJ�SUHFXUVRU�FKHPLFDOV�GXULQJ������

'RPHVWLF�3URJUDPV�'HPDQG�5HGXFWLRQ��/LWWOH�LV�NQRZQ�DERXW�&XEDQ�GUXJ�SUHYHQWLRQ�SURJUDPV�
7KH�*2&�RIILFLDOO\�FODLPV�WKDW�WKHUH�LV�QR�GUXJ�FRQVXPSWLRQ�SUREOHP��EXW�LWV�RIILFLDOV�DUH�FRQFHUQHG
DERXW�VSLOORYHU�RI�GUXJV�IURP�WRXULVWV�WR�WKH�ORFDO�SRSXODWLRQ��$QWLGUXJ�SROLF\�DQG�RSHUDWLRQV�UHFHLYH
PRGHVW�FRYHUDJH�LQ�&XED
V�JRYHUQPHQW�FRQWUROOHG�SUHVV��,Q�������LQWHUQDWLRQDO�FRRSHUDWLRQ�ZDV�WKH
PDMRU�WKHPH�RI�WKH�SUHVV�UHOHDVHV��EXW�DOO�LQFOXGHG�VWDWHPHQWV�DJDLQVW�LQWHUQDO�GUXJ�FRQVXPSWLRQ�
2WKHU�SXEOLF�HIIRUWV�LQFOXGH�H[KRUWDWLRQV�IRU�SHRSOH�LQ�WKH�HDVWHUQ�SURYLQFHV�WR�WXUQ�LQ��UHFDORV���GUXJ
SDFNDJHV�ZDVKHG�XS�RQ�EHDFKHV��WR�ORFDO�SROLFH��DQG�DQ�DLUFUDIW�FOHDQHU�DW�9DUDGHUR�LQWHUQDWLRQDO
DLUSRUW�EHFDPH�D�WHPSRUDU\�QDWLRQDO�KHUR�IRU�GLVFRYHULQJ�D�SDFNDJH�RI�KHURLQ�KLGGHQ�RQ�D�MHW�GHVWLQHG



IRU�(XURSH�

,9��8�6��3ROLF\�,QLWLDWLYHV

%LODWHUDO�&RRSHUDWLRQ��7KH�8�6��DQG�&XED�GR�QRW�VKDUH�D�ELODWHUDO�QDUFRWLFV�DJUHHPHQW�DQG�WKH
'HSDUWPHQW�RI�6WDWH�GRHV�QRW�SURYLGH�&XED�ZLWK�IXQGLQJ�IRU�FRXQWHUQDUFRWLFV�DFWLYLWLHV��7KH�8�6��DQG
&XED�HQKDQFHG�FRPPXQLFDWLRQV�LQ������EHWZHHQ�WKH�8�6�&RDVW�*XDUG�DQG�&XEDQ�ERUGHU�JXDUG�E\
VKDULQJ�LQIRUPDWLRQ�PRUH�IUHTXHQWO\�UHJDUGLQJ�DLUFUDIW�DQG�YHVVHOV�VXVSHFWHG�RI�WUDIILFNLQJ��&XEDQ
WDFWLFDO�UHVSRQVHV�WR�VKDUHG�LQIRUPDWLRQ�IRUFHG�VHYHUDO�VPXJJOLQJ�YHVVHOV�WR�OHDYH�&XEDQ�WHUULWRULDO
ZDWHUV�WRZDUG�SXUVXLQJ�8�6��&RDVW�*XDUG�YHVVHOV��$V�D�UHVXOW�RI�WKH������GLVFXVVLRQV�DLPHG�DW
H[SDQGLQJ�H[FKDQJHV�RI�LQIRUPDWLRQ�RQ�FRXQWHUQDUFRWLFV�PDWWHUV��WKH�8�6��&RDVW�*XDUG�DVVLJQHG�D
SHUPDQHQW�GUXJ�LQWHUGLFWLRQ�VSHFLDOLVW�WR�ZRUN�ZLWK�WKH�*2&�RQ�D�FDVH�E\�FDVH�EDVLV��7KH�8�6� �DQG
&XED�H[FKDQJH�LQIRUPDWLRQ�ZKHQ�QHFHVVDU\�WR�SURVHFXWH�GUXJ�WUDIILFNHUV�

7KH�5RDG�$KHDG��7KH�SRVWLQJ�RI�D�SHUPDQHQW�GUXJ�LQWHUGLFWLRQ�VSHFLDOLVW�WR�WKH�8�6��,QWHUHVWV
6HFWLRQ�LQ�+DYDQD�SUHVHQWV�DQ�RSSRUWXQLW\�WR�OHDUQ�PRUH�DERXW�&XEDQ�FRXQWHUGUXJ�HIIRUWV��,Q�DGGLWLRQ�
PRUH�IUHTXHQW�H[FKDQJHV�RI�LQIRUPDWLRQ�RQ�VXVSHFWHG�GUXJ�WUDIILFNLQJ�HYHQWV�PD\�UHVXOW�LQ�LQFUHDVHG
LQWHUGLFWLRQ�VXFFHVV�IRU�&XEDQ��8�6���DQG�%DKDPLDQ�ODZ�HQIRUFHPHQW�IRUFHV�

Dominican Republic

,��6XPPDU\

7KH�'RPLQLFDQ�5HSXEOLF��'5��LV�D�PDMRU�WUDQVLW�FRXQWU\�IRU�6RXWK�$PHULFDQ�GUXJV��PRVWO\�FRFDLQH�
PRYLQJ�WR�WKH�8QLWHG�6WDWHV��,W�VHUYHV�GUXJ�VPXJJOHUV�DV�ERWK�D�FRPPDQG�DQG�FRQWURO�FHQWHU�DQG
WUDQVVKLSPHQW�SRLQW��,QFUHDVLQJ�DPRXQWV�RI�GHVLJQHU�GUXJV��HVSHFLDOO\��HFVWDV\���DUH�EHLQJ�PRYHG
WKURXJK�WKH�'5�IURP�(XURSH�WR�WKH�8�6��DQG�3XHUWR�5LFR��:KLOH�H[WUDGLWLRQ�RI�IXJLWLYHV�WR�WKH�8�6�
KDV�EHFRPH�PRUH�URXWLQH�DV�RXU�ELODWHUDO�H[WUDGLWLRQ�UHODWLRQVKLS�FRQWLQXHV�WR�LPSURYH��WKHUH�VWLOO�LV�QR
UHJXODU�SURFHVV��$�PRUH�UHJXODU�DQG�SUHGLFWDEOH�H[WUDGLWLRQ�SURFHVV�UHPDLQV�D�NH\�8�6��REMHFWLYH�LQ�LWV
ELODWHUDO�UHODWLRQV�ZLWK�WKH�'5�

7KH�'5�LV�GHVLJQDWHG�D�PDMRU�PRQH\�ODXQGHULQJ�FRXQWU\��EXW�LV�QRW�D�UHJLRQDO�ILQDQFLDO�FHQWHU��'UDIW
OHJLVODWLRQ�WR�VWUHQJWKHQ�PRQH\�ODXQGHULQJ�UHJXODWLRQV�LV�DZDLWLQJ�SDVVDJH�E\�WKH�OHJLVODWXUH�

7KH�QHZ�JRYHUQPHQW�RI�+LSROLWR�0HMLD��LQVWDOOHG�LQ�$XJXVW�������KDV�SOHGJHG�IXOO�FRRSHUDWLRQ�ZLWK
WKH�8QLWHG�6WDWHV�DQG�RWKHU�FRXQWULHV�LQ�FRXQWHUQDUFRWLFV�DFWLYLWLHV��$�1DWLRQDO�'UXJ�3ODQ�IRU�WKH�\HDUV
�����������SXEOLVKHG�LQ�$XJXVW��ZLOO�JXLGH�LWV�HIIRUWV��7KH�'5�LV�D�SDUW\�WR�WKH������81�'UXJ
&RQYHQWLRQ�DQG�LWV�FRXQWHUQDUFRWLFV�HIIRUWV�DUH�FRQVLVWHQW�ZLWK�WKH�JRDOV�RI�WKH�&RQYHQWLRQ�

,,��6WDWXV�RI�&RXQWU\

,QWHOOLJHQFH�DQG�VHL]XUHV�WKURXJKRXW�WKH�UHJLRQ�LQGLFDWH�WKDW�'RPLQLFDQ��3XHUWR�5LFDQ��DQG�&RORPELDQ
WUDIILFNHUV�KDYH�PDGH�WKH�'5�D�PDMRU�FRPPDQG�DQG�FRQWURO�FHQWHU��0DQ\�PDMRU�GUXJ�VKLSPHQWV
FRRUGLQDWHG�IURP�WKH�'5�GR�QRW�DFWXDOO\�WUDQVLW�WKH�'5�

7KH�'5
V�UROH�LQ�GUXJ�WUDIILFNLQJ��DV�SRLQWHG�RXW�LQ�WKH�FRXQWU\
V�1DWLRQDO�&RXQWHUQDUFRWLFV�3ODQ�
�UHVXOWV�QRW�RQO\�IURP�LWV�JHRJUDSKLF�SRVLWLRQ�LQ�WKH�]RQH��EXW�DOVR�IURP�WKH�H[LVWHQFH�RI�VWUXFWXUHG
FULPLQDO�RUJDQL]DWLRQV�LQWHJUDWHG�E\�'RPLQLFDQV��3XHUWR�5LFDQV�DQG�&RORPELDQV�ZKLFK�RSHUDWH�LQ
6DQWR�'RPLQJR�DV�ZHOO�DV�LQ�1HZ�<RUN��%RVWRQ��3URYLGHQFH�DQG�RWKHU�FLWLHV��,Q�JHQHUDO��WKH
&RORPELDQV�DUH�LQ�FKDUJH�RI�FRQWURO�DQG�VXSSO\�LQ�WKH�&DULEEHDQ�DQG�EHJLQ�WKH�ILUVW�SKDVH�RI�WKH
WUDQVSRUW��/DWHU��'RPLQLFDQV�EHFRPH�WKH�SULPDU\�WUDQVSRUWHUV���7KH�3ODQ�HVWLPDWHV�WKDW�DSSUR[LPDWHO\
���SHUFHQW�RI�WKH�GUXJV�DUULYLQJ�LQ�WKH�'5�UHPDLQ�LQ�WKH�FRXQWU\�DV��SD\PHQW�LQ�NLQG���DQG�UHFRJQL]HV
WKDW�WKLV�IDFW�FRQWULEXWHV�WR�LQFUHDVLQJ�GUXJ�DEXVH�DQG�FULPH�LQ�WKH�FRXQWU\��7KH�*RYHUQPHQW�RI�WKH
'RPLQLFDQ�5HSXEOLF��*2'5��UHDOL]HV�WKDW�WKH�WUDQVQDWLRQDO�FKDUDFWHULVWLFV�RI�WKH�WUDQVSRUW�PDNH
WUDQVQDWLRQDO�FRXQWHUQDUFRWLFV�FRRSHUDWLRQ�HVVHQWLDO�

&RPPHUFLDO�DQG�QRQ�FRPPHUFLDO�PDULWLPH�YHVVHOV�DUH�WKH�SUHIHUUHG�PRGH�RI�WUDQVSRUW��EXW�WKHUH�DUH
DOVR�VLJQLILFDQW�VHL]XUHV�DW�'RPLQLFDQ�DLUSRUWV��6PDOO�ERDWV�EULQJ�GUXJV�LQ�WKURXJK�WKH�ODUJHO\
XQSURWHFWHG�FRDVWOLQH�RU�GURS�GUXJV�QHDU�WKH�VKRUH�IRU�SLFNXS�DQG�RQZDUG�VKLSPHQW��6RPH�GUXJV
EURXJKW�LQWR�+DLWL�DUH�PRYHG�WR�WKH�'5�WR�EH�ORDGHG�LQWR�FRQWDLQHUV�IRU�RQZDUG�VKLSPHQW��6PDOOHU
TXDQWLWLHV�RI�GUXJV�DUH�FDUULHG�E\�FUXLVH�VKLS�DQG�FRPPHUFLDO�DLUOLQH�SDVVHQJHUV�

3UHFXUVRU�FKHPLFDOV�DUH�RI�LQFUHDVLQJ�FRQFHUQ�LQ�WKH�'5��7KH�1DWLRQDO�'UXJ�&RXQFLO�KDV�SURKLELWHG
WKH�UH�H[SRUWDWLRQ�RI�FHUWDLQ�VXEVWDQFHV��&RQWURO�IRU�WKHVH�VXEVWDQFHV�LV�WKH�UHVSRQVLELOLW\�RI�WKH
6HFUHWDULDW�RI�+HDOWK�



7KH�'HSDUWPHQW�RI�-XVWLFH�KDV�SXW�D�KROG�RQ�LWV�,&,7$3�SURJUDP�WR�HQKDQFH�FULPLQDO�LQYHVWLJDWLRQ
WHFKQLTXHV�XQWLO�WKH�1DWLRQDO�3ROLFH�LPSOHPHQW�DGHTXDWH�VDIHJXDUGV�IRU�SURWHFWLQJ�KXPDQ�ULJKWV�DQG
GXH�SURFHVV�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��,Q�$SULO��WKH�*2'5�VXEPLWWHG�OHJLVODWLRQ�WR�VWUHQJWKHQ�PRQH\�ODXQGHULQJ
UHJXODWLRQV��,Q�$XJXVW��WKH�*2'5�SXEOLVKHG�D�1DWLRQDO�'UXJ�3ODQ��,Q�1RYHPEHU��WKH�*2'5�VLJQHG�D
ELODWHUDO�DJUHHPHQW�ZLWK�6SDLQ�IRU�FRXQWHUQDUFRWLFV�DVVLVWDQFH��7KDW�VDPH�PRQWK�WKH�8�6��DQG�WKH
*2'5�FRQFOXGHG�D�QHZ��IRXU�\HDU��RYHUIOLJKW�DJUHHPHQW�WKDW�SHUPLWV�86*�DLUFUDIW�WR�IO\�WKURXJK�'5
DLUVSDFH�LQ�SXUVXLW�RI�VPXJJOHUV
�DLUFUDIW�

$FFRPSOLVKPHQWV��7KH�'5
V�'LUHFWRUDWH�IRU�1DWLRQDO�'UXJ�&RQWURO��'1&'��DQG�WKH�'RPLQLFDQ
PLOLWDU\�FRRSHUDWH�LQ�HIIRUWV�WR�FORVH�WKH �FRXQWU\
V�ERUGHUV�WR�WKH�IORZ�RI�GUXJV��7KH\�KDYH�HVWDEOLVKHG
VSHFLDO�XQLWV�RI�PLOLWDU\�SHUVRQQHO�XQGHU�WKH�VXSHUYLVLRQ�RI�WKH�'1&'��VXSSRUWHG�E\�WKH�86*��WR
SURWHFW�WKH�FRXQWU\
V�ERUGHU�ZLWK�+DLWL�DQG�FRDVWOLQH��7KLV�\HDU�WKUHH�VSHFLDO�ODQG�FRQWURO�XQLWV�ZHUH
DGGHG�WR�WKH�IRXU�XQLWV�DOUHDG\�RQ�WKH�+DLWL�ERUGHU��7KUHH�XQLWV�ZHUH�DOVR�HVWDEOLVKHG�RQ�WKH�FRDVWOLQH
IRU�WKH�SXUSRVH�RI�SUHYHQWLQJ�JR�IDVW�ERDW�ODQGLQJV��7KH�'1&'
V�FDQLQH�XQLW�LQFUHDVHG�IURP�ILYH�WR���
GRJV�DQG�KDQGOHUV�

,OOLFLW�&XOWLYDWLRQ��3URGXFWLRQ��'LVWULEXWLRQ��$OWKRXJK�WKH�'5�LV�QRW�FRQVLGHUHG�D�GUXJ�FXOWLYDWLQJ
RU�SURGXFLQJ�FRXQWU\��LWV�'1&'�DQG�$UPHG�)RUFHV�ORFDWHG�DQG�GHVWUR\HG�VHYHUDO�VPDOO�ILHOGV�RI
FDQQDELV�FRQWDLQLQJ�EHWZHHQ����DQG�������SODQWV�

'UXJ�)ORZ�7UDQVLW��7KURXJK�'HFHPEHU�������ZLWK�86*�FRRSHUDWLRQ�DQG�DVVLVWDQFH��WKH�'1&'
VHL]HG�������NLORJUDPV�RI�FRFDLQH��������NLORJUDPV�RI�PDULMXDQD�����NLORJUDPV�RI�KHURLQ������
NLORJUDPV�RI�FUDFN�FRFDLQH��DQG�PDGH�������GUXJ�UHODWHG�DUUHVWV�

6DOH��7UDQVSRUW�DQG�)LQDQFLQJ��7KH�'1&'�SXUVXHV�DQG�DUUHVWV�LQGLYLGXDOV�LQYROYHG�LQ�WKH
ILQDQFLQJ�RI�LOOHJDO�DFWLYLWLHV�DQG�WKH�VDOH�DQG�WUDQVSRUW�RI�LOOHJDO�VXEVWDQFHV��+RZHYHU��ZHDNQHVVHV�LQ
DVVHW�IRUIHLWXUH�DQG�PRQH\�ODXQGHULQJ�OHJLVODWLRQ��FRPELQHG�ZLWK�FRUUXSWLRQ�DQG�LQHIILFLHQW
DGPLQLVWUDWLRQ�RI�MXVWLFH��UHVXOW�LQ�IDLOXUH�WR�FRQYLFW�DQG�SXQLVK�D�VLJQLILFDQW�QXPEHU�RI�GUXJ�RIIHQGHUV�

/DZ�(QIRUFHPHQW�(IIRUWV��3UHVLGHQW�0HMLD�DSSRLQWHG�WUXVWHG�DVVRFLDWHV�WR�NH\�FRXQWHUQDUFRWLFV
SRVWV�DQG�WKH\�KDYH�ODXQFKHG�SURJUDPV�WR�PHHW�WKH�GUXJ�WUDIILFNLQJ�WKUHDW��7KH\�DOVR�KDYH�SOHGJHG�IXOO
FRRSHUDWLRQ�ZLWK�86*�FRXQWHUQDUFRWLFV�DJHQFLHV�

7KH�'RPLQLFDQ�5HSXEOLF�VHUYHG�DV�RQH�RI�WZR�UHJLRQDO�FRPPDQG�FHQWHUV�IRU�'($�RSHUDWLRQV
&RQTXLVWDGRU�DQG�/LEHUWDGRU��'XULQJ�2SHUDWLRQ�/LEHUWDGRU��ZKLFK�WRRN�SODFH�IURP�2FWREHU���
WKURXJK�1RYHPEHU�����������D�PDMRU�'RPLQLFDQ�WUDIILFNHU�DQG����RI�KLV�DVVRFLDWHV�ZHUH�DSSUHKHQGHG�
7KH�*2'5�VHL]HG�WKH�RUJDQL]DWLRQ
V�DVVHWV��LQFOXGLQJ�OX[XU\�KRPHV��YHKLFOHV��UHDO�HVWDWH�KROGLQJV��DQG
VHYHUDO�EXVLQHVVHV��7KH�RUJDQL]DWLRQ
V�OHDGHU�LV�EHLQJ�KHOG�SHQGLQJ�H[WUDGLWLRQ�WR�WKH�8�6�

7KH�'1&'
V�HOHFWURQLF�VXUYHLOODQFH�XQLW�KDV�DGYDQFHG�WR�WKH�SRLQW�ZKHUH�HYLGHQFH�JDWKHUHG�LQ�WKH
'5�ZLOO�OLNHO\�EH�XVHG�LQ�8�6��FRXUWV�

7KH�'1&'�-RLQW�,QIRUPDWLRQ�DQG�&RRUGLQDWLRQ�&HQWHU��-,&&��LV�FRQVLGHUHG�D�PRGHO�IRU�WKH�&DULEEHDQ
DQG�RIWHQ�UHFHLYHV�YLVLWRUV�DQG�SURYLGHV�WUDLQLQJ�WR�-,&&�SHUVRQQHO�IURP�RWKHU�FRXQWULHV�

0RQH\�/DXQGHULQJ��7KH�'5�IDFHV�D�JURZLQJ�DQG�V\VWHPLF�SUREOHP�RI�QDUFRWLFV�UHODWHG�PRQH\
ODXQGHULQJ��EXW�ODFNV�DGHTXDWH�ODZV�WR�FRQIURQW�WKH�SUREOHP��7KH�'5�KDV�KDG�DQ�DQWL�PRQH\
ODXQGHULQJ�VWDWXWH�VLQFH�������EXW�WKH�ODZ�LV�ZHDN��ORRVHO\�HQIRUFHG�DQG�FRYHUV�RQO\�ODXQGHULQJ�IURP
WKH�SURFHHGV�RI�QDUFRWLFV�WUDIILFNLQJ��7KH�IRUPHU�DGPLQLVWUDWLRQ�VXEPLWWHG�GUDIW�OHJLVODWLRQ�WR
VWUHQJWKHQ�PRQH\�ODXQGHULQJ�UHJXODWLRQV�WR�WKH�6HQDWH�LQ�$SULO��EXW�WKH�QHZ�OHJLVODWXUH�KDV�QRW�\HW
FRQVLGHUHG�LW��7KH�'5�KDV�SDUWLFLSDWHG�LQ�WKH�&DULEEHDQ�)LQDQFLDO�$FWLRQ�7DVN�)RUFH��&)$7)��VLQFH
�����DQG�XQGHUZHQW�D�PXWXDO�HYDOXDWLRQ�LQ������

$VVHW�6HL]XUH��7KH�2UJDQL]DWLRQ�RI�$PHULFDQ�6WDWHV
�,QWHU�$PHULFDQ�'UXJ�$EXVH�&RQWURO
&RPPLVVLRQ��&,&$'��EDVHG�DVVHW�IRUIHLWXUH�OHJLVODWLRQ��DGRSWHG�LQ�������SURYLGHV�IRU�WKH�VHL]XUH�RI
DOO��JRRGV��SURGXFWV�DQG�LQVWUXPHQWV��RI�FULPH��RQO\�LQ�FDVHV�RI�QDUFRWLFV�UHODWHG�FULPLQDO�DFWLYLW\��
8QGHU�WKH�OHJLVODWLRQ��WKH�*2'5�VHL]HV�PRQH\��UHDO�DQG�SHUVRQDO�SURSHUW\��EDQN�DFFRXQWV��YHKLFOHV
DQG�DLUFUDIW��$OWKRXJK�WKH�*2'5�FDQQRW�OHJDOO\�IRUIHLW�VHL]HG�DVVHWV�XQWLO�D�FRXUW�UHQGHUV�D�GHILQLWLYH
MXGJPHQW��DXWKRULWLHV�DUH�SHUPLWWHG�SURYLVLRQDO�XVH�RI�WKH�VHL]HG�DVVHWV�SHQGLQJ�IRUIHLWXUH��ZKLFK�FDQ
FUHDWH�RSSRUWXQLWLHV�IRU�DEXVH��,Q�������*2'5�DXWKRULWLHV�FRQILVFDWHG�������������YHKLFOHV��DQG���
UHVLGHQWLDO�DQG�EXVLQHVV�SURSHUWLHV�OLQNHG�WR�QDUFRWLFV�UHODWHG�FULPHV��7KH�1DWLRQDO�'UXJ�&RXQFLO
�&1'��QRZ�KROGV�VHL]HG�DVVHWV�LQ�H[FHVV�RI�����PLOOLRQ��EXW�KDV�QR�PHFKDQLVP�WR�PDQDJH�WKH



GLYHVWPHQW�RI�WKH�DVVHWV�

([WUDGLWLRQ��7KH�ELODWHUDO�8�6��'RPLQLFDQ�([WUDGLWLRQ�7UHDW\�GDWHV�IURP�������([WUDGLWLRQ�RI
QDWLRQDOV�LV�QRW�PDQGDWRU\�XQGHU�WKH�7UHDW\�DQG�IRU�PDQ\�\HDUV�'RPLQLFDQ�OHJLVODWLRQ�EDUUHG�WKH
H[WUDGLWLRQ�RI�'RPLQLFDQ�QDWLRQDOV��)RUPHU�3UHVLGHQW�)HUQDQGH]�VLJQHG�OHJLVODWLRQ�LQ������DOORZLQJ
WKH�H[WUDGLWLRQ�RI�'RPLQLFDQ�QDWLRQDOV��,Q�0DUFK�������WKH�8�6��0DUVKDOV�6HUYLFH�DVVLJQHG�WZR
PDUVKDOV�WHPSRUDULO\�WR�WKH�'5��7KH\�KDYH�UHFHLYHG�H[FHOOHQW�FRRSHUDWLRQ�IURP�WKH�'1&'
V�6SHFLDO
6HFWLRQ�IRU�)XJLWLYH�6XUYHLOODQFH�DQG�RWKHU�UHOHYDQW�'RPLQLFDQ�DXWKRULWLHV�LQ�ORFDWLQJ�IXJLWLYHV�DQG
UHWXUQLQJ�WKHP�WR�WKH�8�6��WR�IDFH�MXVWLFH��'XULQJ�������WKLV�FRRSHUDWLRQ�UHVXOWHG�LQ�WKH�H[WUDGLWLRQ�RI
IRXU�'RPLQLFDQV�DQG�WKH�H[SXOVLRQ�GHSRUWDWLRQ�RI����8�6��FLWL]HQV�DQG�WKLUG�FRXQWU\�QDWLRQDOV�

&RQFHUQ�RYHU�WKH�*2'5
V�IDLOXUH�WR�DSSUHKHQG�WZR�'RPLQLFDQ�IXJLWLYHV�ZDQWHG�IRU�KLJK�SURILOH
PXUGHUV�LQ�WKH�6WDWH�RI�1HZ�<RUN�UHVXOWHG�LQ�FHUWDLQ�PHPEHUV�RI�WKH�8�6��&RQJUHVV�SODFLQJ�KROGV�
VLQFH�UHPRYHG��RQ�VRPH�86*�DVVLVWDQFH�WR�WKH�*2'5��2QH�RI�WKHVH�IXJLWLYHV��FKDUJHG�ZLWK�WKH
PXUGHU�RI�KLV�ZLIH��ZDV�DSSUHKHQGHG�LQ�0DUFK������DQG�GHSRUWHG�WR�WKH�8�6��7KH�RWKHU��ZDQWHG�IRU
WKH�PXUGHU�RI�D�1<&�SROLFH�RIILFHU��ZDV�DSSUHKHQGHG�LQ�1RYHPEHU������DQG�DZDLWV�H[WUDGLWLRQ�

0XWXDO�/HJDO�$VVLVWDQFH��7KH�*2'5�GRHV�QRW�KDYH�D�IRUPDO�0XWXDO�/HJDO�$VVLVWDQFH�7UHDW\�ZLWK
WKH�8�6��RU�DQ\�RWKHU�FRXQWU\��EXW�FRRSHUDWHV�ZLWK�86*�DJHQFLHV��LQFOXGLQJ�WKH�'($��)%,��DQG�8�6�
0DUVKDOV�6HUYLFH��LQ�FRXQWHUQDUFRWLFV�DQG�IXJLWLYH�PDWWHUV�

&RUUXSWLRQ��7KH�*2'5�GRHV�QRW��DV�D�PDWWHU�RI�JRYHUQPHQW�SROLF\��HQFRXUDJH�RU�IDFLOLWDWH �LOOLFLW
SURGXFWLRQ�RU�GLVWULEXWLRQ�RI�QDUFRWLFV��SV\FKRWURSLF�GUXJV��DQG�RWKHU�FRQWUROOHG�VXEVWDQFHV��QRU�GRHV
LW�FRQWULEXWH�WR�GUXJ�PRQH\�ODXQGHULQJ��'RPLQLFDQ�LQVWLWXWLRQV�DUH�HVVHQWLDOO\�ZHDN�DQG�YXOQHUDEOH�WR
LQIOXHQFH�E\�LQWHUHVW�JURXSV�RU�LQGLYLGXDOV�ZLWK�PRQH\�WR�VSHQG��LQFOXGLQJ�QDUFRWLFV�WUDIILFNHUV��7KH
*2'5�KDV�QRW�SURVHFXWHG�DQ\�VHQLRU�JRYHUQPHQW�RIILFLDO�IRU�HQJDJLQJ�LQ��HQFRXUDJLQJ��RU�LQ�DQ\�ZD\
IDFLOLWDWLQJ�WKH�LOOLFLW�SURGXFWLRQ�RU�GLVWULEXWLRQ�RI�VXFK�GUXJV�RU�VXEVWDQFHV��RU�WKH�ODXQGHULQJ�RI
SURFHHGV�IURP�LOOHJDO�GUXJ�WUDQVDFWLRQV�

7KH�*2'5�LV�VWUHQJWKHQLQJ�HQIRUFHPHQW�RI�D������/DZ��ZKLFK�UHTXLUHV�VHQLRU�DSSRLQWHG��FLYLO
VHUYLFH��DQG�HOHFWHG�JRYHUQPHQW�RIILFLDOV�WR�ILOH�ILQDQFLDO�GLVFORVXUH�VWDWHPHQWV��,Q�D�PDMRU�VWHS
IRUZDUG��LW�KDV�SXEOLVKHG�WKH�VXPPDULHV�RI�WKH�VZRUQ�ILQDQFLDO�GLVFORVXUH�VWDWHPHQWV�IRU�DOO�'RPLQLFDQ
MXGJHV�RQ�WKH�LQWHUQHW�DW�KWWS���ZZZ�VXSUHPD�JRY�GR�MXHFHV�GM�KWP�

&KHPLFDO�&RQWURO��7KH�6HFUHWDULDW�RI�+HDOWK�KDV�UHVSRQVLELOLW\�IRU�WKH�FRQWURO�RI�FKHPLFDOV�HQWHULQJ
DQG�GHSDUWLQJ�WKH�'5��7KH�1DWLRQDO�'UXJ�&RQWURO�&RXQFLO��&1'��KDV�SURKLELWHG�WKH�UH�H[SRUWDWLRQ�RI
FHUWDLQ�FKHPLFDOV�

'HPDQG�5HGXFWLRQ��7KH�*2'5�UHDOL]HV�LW�IDFHV�D�JURZLQJ�SUREOHP�RI�LOOHJDO�GUXJ�DEXVH��'HPDQG
FRQWURO�SURJUDPV�DUH�WKH�UHVSRQVLELOLW\�RI�WKH�&1'��DQG�LWV�QHZ�OHDGHUVKLS�DSSHDUV�WR�EH�LQFUHDVLQJO\
IRFXVVHG�RQ�HIIRUWV�WR�GHVLJQ�D�SURJUDP�WR�FRQIURQW�WKH�SUREOHP��$������VXUYH\�DPRQJ�VHFRQGDU\
VWXGHQWV�VKRZHG�DOFRKRO�DQG�WREDFFR�FRQWLQXH�WR�EH�WKH�PRVW�SUHYDOHQW�GUXJV�RQ�WKH�VWUHHW��IROORZHG
E\�LQKDODQWV�DQG�PDULMXDQD��&RFDLQH��FUDFN��DQG�HFVWDV\�KDYH�EHFRPH�PRUH�DYDLODEOH��ZLWK�IRXU�SHUFHQW
RI�VWXGHQWV�UHSRUWLQJ�H[SRVXUH�

$JUHHPHQWV�DQG�7UHDWLHV��,Q�������WKH�*2'5�JUDQWHG�D�IRXU�\HDU�H[WHQVLRQ�RI�RYHUIOLJKW�DXWKRULW\
WR�WKH�86*�IRU�UDSLG�UHVSRQVH�LQ�FRXQWHUQDUFRWLFV�DQG�DOLHQ�VPXJJOLQJ�RSHUDWLRQV��$OVR�GXULQJ������
WKH�1DUFRWLFV�$IIDLUV�6HFWLRQ�VLJQHG�/HWWHUV�RI�$JUHHPHQW�ZLWK�WKH�*2'5�WRWDOLQJ�VOLJKWO\�PRUH�WKDQ
O���PLOOLRQ�GROODUV��3URJUDPV�VXSSRUWHG�LQFOXGH�WKH�ERUGHU�XQLWV ��DQWL�PRQH\�ODXQGHULQJ�LQLWLDWLYHV��WKH
IXJLWLYH�XQLW��DQG�WKH�FDQLQH�SURJUDP��3URJUDPV�WKDW�DUH�EHLQJ�GHYHORSHG�LQFOXGH�FRPPHUFLDO�IUHLJKW
WUDFNLQJ�DQG�SRUW�VHFXULW\�V\VWHPV�DQG�2IILFHV�RI�3URIHVVLRQDO�5HVSRQVLELOLW\�LQ�WKH�'1&'�DQG�WKH
6XSHULQWHQGHQF\�RI�%DQNLQJ�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

&RFDLQH�WUDIILFNLQJ��PRQH\�ODXQGHULQJ��LQVWLWXWLRQDO�FRUUXSWLRQ��DQG�UHIRUP�RI�WKH�SURVHFXWRULDO�DQG
MXGLFLDO�V\VWHPV�UHPDLQ�WKH�8�6�
�SULPDU\�FRXQWHUQDUFRWLFV�FRQFHUQV�LQ�WKH�'5��7KH�86*�DQG�WKH
*2'5�FRRSHUDWH�WR�GHYHORS�'RPLQLFDQ�LQVWLWXWLRQV�WKDW�FDQ�LQWHUGLFW�DQG�VHL]H�QDUFRWLFV�VKLSPHQWV
DQG�FRQGXFW�HIIHFWLYH�LQYHVWLJDWLRQV�OHDGLQJ�WR�DUUHVW��SURVHFXWLRQV��DQG�FRQYLFWLRQV��7KH�86*�ZLOO
FRQWLQXH�WR�XUJH�WKH�*2'5�WR�LPSURYH�LWV�DVVHW�IRUIHLWXUH�SURFHGXUHV�DQG�LWV�FDSDFLW\�WR�UHJXODWH
ILQDQFLDO� LQVWLWXWLRQV��PDLQWDLQ�VWULFW�FRQWUROV�RQ�SUHFXUVRU�FKHPLFDOV�DQG�FRQWLQXH�LWV�GHPDQG
UHGXFWLRQ�SURJUDPV��'XULQJ�������86*�DVVLVWDQFH�SURYLGHG�HVVHQWLDO�HTXLSPHQW�DQG�WUDLQLQJ�
VXSSRUWHG�H[SDQVLRQ�RI�WKH�%RUGHU�&RQWURO�8QLWV��H[SDQGHG�WKH�&DQLQH�8QLWV��DQG�KHOSHG�WKH�'1&'
ZLWK�SRO\JUDSKLQJ�DSSUR[LPDWHO\����SHUVRQQHO�ZRUNLQJ�LQ�WKH�DQWLGUXJ�LQYHVWLJDWLRQ�XQLW��7KH�86*
GLUHFWHG�LWV�PLOLWDU\�DVVLVWDQFH�LQ�WKH�'5�WRZDUG�WUDLQLQJ�DQG�PDLQWDLQLQJ�PLOLWDU\�DVVHWV�FULWLFDO�IRU



QDUFRWLFV�LQWHUGLFWLRQ�DFWLYLWLHV�

7KH�86*�KDV�IXQGHG�'5�HIIRUWV�WR�ORFDWH��DSSUHKHQG��DQG�H[WUDGLWH�LQGLYLGXDOV�ZDQWHG�RQ�FULPLQDO
FKDUJHV�LQ�WKH�8QLWHG�6WDWHV��7KH�86*�KDV�DOVR�SURYLGHG�IXQGV�WR�HQDEOH�WKH�*2'5�WR�XSJUDGH
FRPSXWHU�V\VWHPV�DW�WKH�LQWHUQDWLRQDO�DLUSRUWV�DQG�SXUFKDVH�HTXLSPHQW�WR�FUHDWH�PDFKLQH�UHDGDEOH
SDVVSRUWV�WKDW�LV�QRZ�EHLQJ�LQVWDOOHG�

7KH�*2'5�$UPHG�)RUFHV�ZRUNHG�FORVHO\�ZLWK�WKH�8�6��&RDVW�*XDUG�RQ�FRXQWHU�GUXJ�RSHUDWLRQV�DQG
RWKHU�PDULWLPH�ODZ�HQIRUFHPHQW�LVVXHV��7KH�'RPLQLFDQ�1DY\�SDUWLFLSDWHG�ZLWK�LWV�8�6��DQG�(8
SDUWQHUV�LQ�WZR�UHJLRQ�ZLGH�FRXQWHU�GUXJ�H[HUFLVHV�LQ�������7KH�'1&'��'($��DQG�-,$7)�(DVW
FRQGXFWHG�KHOLFRSWHU�WUDLQLQJ�RSHUDWLRQV�

,Q�0DUFK�������8�6��&XVWRPV�SURYLGHG��ZLWK�(PEDVV\�IXQGLQJ��D�VKRUW�WHUP�DGYLVRU�ZKR�ZRUNHG�ZLWK
'RPLQLFDQ�RIILFLDOV�WR�VWUHQJWKHQ�WKHLU�GUXJ�LQWHUGLFWLRQ�SURJUDP�DW�VHDSRUWV�

86$,'
V��6WUHQJWKHQHG�5XOH�RI�/DZ�DQG�5HVSHFW�IRU�+XPDQ�5LJKWV��SURJUDP�LV�ZRUNLQJ�LQ�FRQFHUW
ZLWK�WKH�'RPLQLFDQ�FRXUW�DQG�SURVHFXWRULDO�V\VWHPV�WR�LPSURYH�DGPLQLVWUDWLRQ�RI�MXVWLFH��HQKDQFH
DFFHVV�WR�MXVWLFH��DQG�VXSSRUW�DQWLFRUUXSWLRQ�SURJUDPV��0HDVXUDEOH�LPSURYHPHQWV�WR�GDWH�LQFOXGH
VSHHGLHU��PRUH�WUDQVSDUHQW�MXGLFLDO�SURFHVVHV�PDQDJHG�E\�EHWWHU�WUDLQHG��WHFKQLFDOO\�FRPSHWHQW��DQG
HWKLFDO�MXGJHV�ZKR�LQVLVW�RQ�VWULFWHU�DGKHUHQFH�WR�GXH�SURFHVV�

7KH�86$,'�SURJUDP�WUDLQHG�PRUH�WKDQ����QHZ�HQWU\�OHYHO�SURVHFXWRUV�LQ�EDVLF�FULPLQDO�MXVWLFH�DQG
SURVHFXWRULDO�VNLOOV��&ULPLQDO�SROLF\�GHYHORSPHQW�DVVLVWDQFH�SURYLGHG�WR�RIILFLDOV��LQ�ERWK�WKH�$WWRUQH\
*HQHUDO�DQG�WKH�DQWLFRUUXSWLRQ�SURVHFXWRU�XQLWV��UHVXOWHG�LQ�DQ�XQSUHFHGHQWHG�KLJK�SURILOH�SXEOLF
VHFWRU�FRUUXSW LRQ�LQYHVWLJDWLRQ�DQG�LQ�WKH�ILOLQJ�RI�FKDUJHV�LPSOLFDWLQJ�VHQLRU�RIILFLDOV�RI�WKH�SUHYLRXV
DGPLQLVWUDWLRQ�

7KH�5RDG�$KHDG��7KH�LPPHGLDWH�86*�JRDO�LV�WR�KHOS�LQVWLWXWLRQDOL]H�MXGLFLDO�UHIRUP�DQG�JRRG
JRYHUQDQFH�LQLWLDWLYHV��7KH�'5�DQG�8�6��DUH�ZRUNLQJ�WR�EXLOG�FRKHUHQW�FRXQWHUQDUFRWLFV�SURJUDPV�WKDW
FDQ�UHVLVW�WKH�SUHVVXUHV�RI�FRUUXSWLRQ�DQG�FDQ�DGGUHVV�QHZ�FKDOOHQJHV�EURXJKW�E\�LQQRYDWLYH�QDUFRWLFV
WUDIILFNLQJ�RUJDQL]DWLRQV�

7KH�8�6��DQG�*2'5�ZLOO�FRQWLQXH�WR�VWUHQJWKHQ�GUXJ�FRQWURO�FRRSHUDWLRQ�WKURXJK�VKDULQJ�RI
LQIRUPDWLRQ�DQG�GHYHORSLQJ�FORVHU�ZRUNLQJ�UHODWLRQVKLSV�DPRQJ�SULQFLSDO�DJHQFLHV��7KH�8�6��ZLOO�ZRUN
FORVHO\�ZLWK�WKH�*2'5�WR�EXLOG�DQ�HIIHFWLYH�DVVHW�IRUIHLWXUH�UHJLPH��7KH�8�6��ZLOO�FRQWLQXH�WR�SURYLGH
WUDLQLQJ�IRU�WKH�'1&'
V�%RUGHU�&RQWURO�8QLWV�DQG�VXSSRUW�IRU�WKH�&DQLQH�8QLWV��7KH�'1&'
V�IXJLWLYH
LQYHVWLJDWLRQ�WHDPV�ZLOO�KDYH�8�6��VXSSRUW�IRU�WKHLU�HIIRUWV�WR�SXUVXH�'RPLQLFDQ�IXJLWLYHV�IURP�8�6�
MXVWLFH�VHHNLQJ�UHIXJH�LQ�WKH�'RPLQLFDQ�5HSXEOLF��7KH�8�6��LV�FRPPLWWHG�WR�VXSSRUW�WKH�0HMLD
DGPLQLVWUDWLRQ
V�HIIRUWV�WR�FXUE�FRUUXSWLRQ��HVSHFLDOO\�DV�LW�DIIHFWV�WKH�SURVHFXWLRQ�RI�QDUFRWLFV
WUDIILFNHUV��7KH�8�6��DOVR�KDV�SOHGJHG�DLG�LQ�VXSSRUW�RI�ERUGHU�DQG�SRUW�VHFXULW\�SURMHFWV�

86$,'�KDV�VXSSRUWHG�DQDO\VLV�DQG�SXEOLF�GHEDWH�ZKLFK�OHG�WR�GUDIWLQJ�RI�LPSRUWDQW�OHJLVODWLRQ�WR
UHIRUP�WKH�&ULPLQDO�3URFHGXUHV�&RGH��WR�FUHDWH�D�3XEOLF�0LQLVWU\��SURVHFXWRU��&DUHHU�6WDWXWH��DQG
UHIRUP�WKH�H[LVWLQJ�PRQH\�ODXQGHULQJ�ODZ��$Q�DXWRPDWHG�FULPLQDO�FDVH�WUDFNLQJ�V\VWHP�VKRXOG�EH�IXOO\
LPSOHPHQWHG�LQ������
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6HL]XUHV
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$UUHVWV�'HWHQWLRQV
         

1DWLRQDOV ����� ����� ����� ����� ����� ����� ����� ³ �����

)RUHLJQHUV ��� ��� ³ �� �� �� ��� ³ ���

7RWDO�$UUHVWV ����� ����� ����� ����� ����� ����� ����� ����� �����

�Dutch Caribbean

$UXED��WKH�1HWKHUODQGV�$QWLOOHV��DQG�WKH�1HWKHUODQGV��+ROODQG��IRUP�WKH�WKUHH�SDUWV�RI�WKH�.LQJGRP
RI�WKH�1HWKHUODQGV��7KH�WZR�&DULEEHDQ�SDUWV�RI�WKH�.LQJGRP�KDYH�DXWRQRP\�RYHU�WKHLU�LQWHUQDO
DIIDLUV��ZLWK�WKH�ULJKW�WR�H[HUFLVH�LQGHSHQGHQW�GHFLVLRQ�PDNLQJ�LQ�D�QXPEHU�RI�FRXQWHUQDUFRWLFV�DUHDV�
7KH�*RYHUQPHQW�RI�WKH�1HWKHUODQGV��*21��LV�UHVSRQVLEOH�IRU�WKH�GHIHQVH�DQG�IRUHLJQ�DIIDLUV�RI�DOO
WKUHH�SDUWV�RI�WKH�.LQJGRP�DQG�DVVLVWV�WKH�*RYHUQPHQW�RI�$UXED��*2$��DQG�WKH�*RYHUQPHQW�RI�WKH
1HWKHUODQGV�$QWLOOHV��*21$��LQ�WKHLU�HIIRUWV�WR�FRPEDW�QDUFRWLFV�WUDIILFNLQJ��7KH�.LQJGRP�RI�WKH
1HWKHUODQGV�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��DQG�DOO�WKUHH�SDUWV�DUH�VXEMHFW�WR�WKH
&RQYHQWLRQ�

1HWKHUODQGV�$QWLOOHV

7KH�LVODQGV�RI�WKH�1HWKHUODQGV�$QWLOOHV��1$���&XUD�DR�DQG�%RQDLUH�RII�9HQH]XHOD�DQG�6DED��6DLQW
(XVWDWLXV��DQG�6DLQW�0DDUWHQ�HDVW�RI�WKH�8�6��9LUJLQ�,VODQGV��FRQWLQXH�WR�VHUYH�DV�QRUWKERXQG
WUDQVVKLSPHQW�SRLQWV�IRU�FRFDLQH�DQG�LQFUHDVLQJ�DPRXQWV�RI�KHURLQ�FRPLQJ�IURP�6RXWK�$PHULFD�
FKLHIO\�&RORPELD��9HQH]XHOD��DQG�6XULQDPH��7KHVH�VKLSPHQWV�W\SLFDOO\�DUH�WUDQVSRUWHG�WR�8�6��WHUULWRU\
LQ�WKH�&DULEEHDQ�E\�JR�IDVW�ERDWV�DQG�WR�(XURSH�E\��PXOHV���GUXJ�FRXULHUV��ZKR�XVH�FRPPHUFLDO
IOLJKWV��(YLGHQFH�LQ������GLG�QRW�VXSSRUW�D�ILQGLQJ�WKDW�GUXJV�QRZ�HQWHULQJ�WKH�8�6��IURP�WKH
1HWKHUODQGV�$QWLOOHV�DUH�LQ�DQ�DPRXQW�VXIILFLHQW�WR�KDYH�D�VLJQLILFDQW�HIIHFW��1HYHUWKHOHVV��WKH
3UHVLGHQW
V�1RYHPEHU������QRWLILFDWLRQ�WR�WKH�8�6��&RQJUHVV�RI�WKH�OLVW�RI�PDMRU�GUXJ�VRXUFH�DQG
WUDQVLW�FRXQWULHV�VWDWHG�WKDW�WKH�HQWLUH�HDVWHUQ�DQG�VRXWKHUQ�&DULEEHDQ�LV�DQ�DUHD�RI�FRQFHUQ�WR�EH�NHSW
XQGHU�REVHUYDWLRQ��7KH�'($�DQG�ORFDO�ODZ�HQIRUFHPHQW�VDZ�DQ�LQFUHDVH�WKLV�\HDU�LQ�JR�IDVW�ERDW
WUDIILF��VRPH�RI�ZKLFK�PRYHG�WR�6DLQW�0DDUWHQ�HQ�URXWH�WR�3XHUWR�5LFR�RU�WKH�8�6��9LUJLQ�,VODQGV�

&RQVLVWHQW�ZLWK�WKH�LQFUHDVHG�JR�IDVW�WUDIILF��DUUHVWV�RI��PXOHV��DW�+DWR�$LUSRUW�E\�ORFDO�ODZ
HQIRUFHPHQW�VHW�QHZ�UHFRUGV�LQ�������ILOOLQJ�&XUD�DR
V�MDLO�WR�FDSDFLW\��9DULRXV�VRXUFHV�FRQWLQXH�WR
UHSRUW�WKDW��LQ�DGGLWLRQ�WR�WKH�JR�IDVW�DFWLYLW\�DQG�WKH�VPDOO�DPRXQWV�LQWHUFHSWHG�E\�FXVWRPV�RIILFHUV�DW
WKH�DLUSRUW��ODUJH�TXDQWLWLHV�RI�QDUFRWLFV�PRYHG�WKURXJK�WKH�1HWKHUODQGV�$QWLOOHV�LQ�FRQWDLQHUV��EXW�WKH
ODFN�RI�HYLGHQFH�REWDLQHG�WKURXJK�VHL]XUHV�PDNHV�LW�GLIILFXOW�WR�YHULI\�WKHVH�UHSRUWV��'XWFK�6DLQW
0DDUWHQ��ZLWK�LWV�IUHH�SRUW�DQG�SUR[LPLW\�WR�8�6��WHUULWRU\��DOVR�SRVHV�D�VHULRXV�WKUHDW�DV�D�VWDJLQJ
JURXQG�IRU�PRYLQJ�FRFDLQH�DQG�KHURLQ�LQWR�WKH�8�6��PDUNHW�

7KH�FULPH�DQG�KRPHOHVVQHVV�VWHPPLQJ�IURP�GUXJ�DEXVH�UHPDLQ�LPSRUWDQW�FRQFHUQV�IRU�WKH
*RYHUQPHQW�RI�WKH�1HWKHUODQGV�$QWLOOHV��*21$���7KH�ULVH�LQ�GUXJ�DEXVH�LV�DWWULEXWHG�WR�SD\PHQW�IRU
GUXJ�WUDIILFNLQJ�VHUYLFHV�EHLQJ�PDGH�LQ�FRFDLQH�UDWKHU�WKDQ�LQ�FDVK�

(OHFWHG�RIILFLDOV�DQG�DOO�HOHPHQWV�RI�WKH�ODZ�HQIRUFHPHQW�DQG�MXGLFLDO�FRPPXQLW\�UHFRJQL]H�WKDW�WKH
1$��PDLQO\�E\�UHDVRQ�RI�JHRJUDSK\��IDFHV�D�VHULRXV�WKUHDW�IURP�GUXJ�WUDIILFNLQJ��7KH�SROLFH��ZKR�DUH
XQGHUVWDIIHG�DQG�LQDGHTXDWHO\�WUDLQHG��GR�QRW�IHHO�WKH\�KDYH�DGHTXDWH�UHVRXUFHV�WR�ILJKW�WKH�WKUHDW
HIIHFWLYHO\��7KH�ULJRURXV�OHJDO�VWDQGDUGV�WKDW�PXVW�EH�PHW�WR�SURVHFXWH�FDVHV�VLJQLILFDQWO\�FRQVWUDLQ�WKH
HIIHFWLYHQHVV�RI�WKH�SROLFH��$V�D�UHVXOW��WKH�SROLFH�SUHIHU�WR�SXUVXH�RSHQ�DQG�VKXW�FDVHV�VXFK�DV�WKRVH
DJDLQVW��PXOHV��FDXJKW�DW�WKH�DLUSRUW�UDWKHU�WKDQ�WDFNOLQJ�WKH�FRPSOH[��ORQJ�WHUP�NLQG�RI�FDVH
QHFHVVDU\�WR�SURVHFXWH�D�PDMRU�GUXJ�WUDIILFNHU�

$�IDU�UHDFKLQJ�UHVWUXFWXULQJ�RI�WKH�SROLFH�LV�XQGHUZD\��KRZHYHU��DQG�WKH�ILUVW�VLJQV�RI�LPSURYHG
SHUIRUPDQFH�DUH�DSSHDULQJ��,QFUHDVHG�SROLFH�YLVLELOLW\�LV�UHDVVXULQJ�FLWL]HQV�WKDW�FULPLQDOV�GR�QRW
FRQWURO�WKH�VWUHHWV��7KH�SROLFH�GHSDUWPHQW�DOVR�KDV�LQVWLWXWHG�DQ�DVVLJQPHQWV�SROLF\���WKH�ULJKW�PDQ�IRU
WKH�ULJKW�MRE���LQ�RUGHU�WR�DGGUHVV�WKH�ORQJ�VWDQGLQJ�SUREOHP�WKDW�WKH�SHUVRQQHO�V\VWHP�UHZDUGV�OHQJWK�
RI�VHUYLFH�UDWKHU�WKDQ�HIIHFWLYHQHVV��:KLOH�SD\�LV�VWLOO�OLQNHG�WR�VHQLRULW\��WKH�QHZ�V\VWHP�LV�GHVLJQHG�WR
UHZDUG�LQLWLDWLYH�UDWKHU�WKDQ�\HDUV�DW�D�GHVN�ZLWKRXW�D�PLVWDNH��5HFRJQL]LQJ�WKH�NH\�UROH�SOD\HG�E\�WKH
FULPLQDO�LQYHVWLJDWLRQ�VHUYLFH��&,'���WKH�QHZ�SROLFH�FKLHI�KDV�PDGH�LPSURYLQJ�WKH�&,'�KLV�WRS�SULRULW\�



6HFRQG�RQ�KLV�OLVW�RI�SULRULWLHV�LV�LPSURYLQJ�WKH�H[SHUWLVH�RI�WKH�ILQDQFLDO�LQYHVWLJDWLRQ�WHDP�

7KH�VSHFLDOL]HG�'XWFK�SROLFH�XQLWV��567��WKDW�VXSSRUW�ODZ�HQIRUFHPHQW�LQ�WKH�1HWKHUODQGV�$QWLOOHV
HPHUJHG�LQ������DV�G\QDPLF�DQG�HIIHFWLYH��3DUWLFXODUO\�QRWHZRUWK\�ZDV�DQ�567�LQYHVWLJDWLRQ�WKDW�OHG
WR�WKH�VXFFHVVIXO�SURVHFXWLRQ�RI�QXPHURXV�SROLFH�RIILFHUV�IRU�LQYROYHPHQW�LQ�WKH�NLOOLQJ�RI�D
9HQH]XHODQ�GUXJ�WUDIILFNHU�

,Q�DGGLWLRQ�WR�WKHVH�LPSURYHPHQWV�LQ�ODZ�HQIRUFHPHQW��WKH�*21$�GHPRQVWUDWHG�LWV�FRPPLWPHQW�WR
WKH�FRXQWHUQDUFRWLFV�HIIRUW�E\�FRQWLQXHG�VXSSRUW�IRU�D�8�6��)RUZDUG�2SHUDWLQJ�/RFDWLRQ�DW�&XUDFDR
V
+DWR�,QWHUQDWLRQDO�$LUSRUW��8QGHU�D�WHQ�\HDU�DJUHHPHQW�VLJQHG�LQ�0DUFK�DQG�QRZ�DZDLWLQJ�'XWFK
UDWLILFDWLRQ��8�6��PLOLWDU\�DLUFUDIW�DUH�FRQGXFWLQJ�FRXQWHUQDUFRWLFV�GHWHFWLRQ�DQG�PRQLWRULQJ�IOLJKWV�RYHU
ERWK�WKH�VRXUFH�DQG�WUDQVLW�]RQHV�IURP�UDPS�VSDFH�SURYLGHG�IUHH�RI�FKDUJH�

7KH�1HWKHUODQGV�$QWLOOHV�DQG�$UXED�&RDVW�*XDUG��&*1$$���QRZ�DQ�DOPRVW�IXOO\�PDWXUH�RUJDQL]DWLRQ�
VFRUHG�D�QXPEHU�RI�LPSUHVVLYH�VXFFHVVHV�LQ�������7KH�&*1$$�ZDV�UHVSRQVLEOH�IRU�VHYHUDO�VHL]XUHV��RI
ERWK�FRFDLQH�DQG�PDULMXDQD���,WV�WKUHH�QHZ�FXWWHUV��RXWILWWHG�ZLWK�ULJLG�KXOO�LQIODWDEOH�ERDWV�GHVLJQHG
HVSHFLDOO\�IRU�FRXQWHUQDUFRWLFV�ZRUN�LQ�WKH�&DULEEHDQ��GHPRQVWUDWHG�WKHLU�XWLOLW\�DJDLQVW�JR�IDVW�ERDWV
DQG�RWKHU�WDUJHWV��,Q�DGGLWLRQ��WKH�&*1$$�KDV�GHYHORSHG�D�SUHPLHU�FRXQWHUGUXJ�LQWHOOLJHQFH
RUJDQL]DWLRQ�WKDW�KDV�SURYHQ�WR�EH�DQ�LQYDOXDEOH�LQWHUQDWLRQDO�ODZ�HQIRUFHPHQW�SDUWQHU�

8QGHU�WKH�OHDGHUVKLS�RI�D�KLJKO\�SURIHVVLRQDO�DWWRUQH\�JHQHUDO��WKH�*21$�VWUHQJWKHQHG�LWV�FRRSHUDWLRQ
ZLWK�8�6��ODZ�HQIRUFHPHQW�IXUWKHU�WKLV�SDVW�\HDU��7KLV�FRRSHUDWLRQ�H[WHQGHG�WR�6DLQW�0DDUWHQ��ZKHUH
WKH�8�6��DQG�*21$�FRQWLQXHG�MRLQW�HIIRUWV�DJDLQVW�LQWHUQDWLRQDO�RUJDQL]HG�FULPH��GUXJ�WUDIILFNLQJ��DQG
PRQH\�ODXQGHULQJ�

$UXED

$UXED�LV�D�WUDQVVKLSPHQW�SRLQW�IRU�FRFDLQH�DQG�LQFUHDVLQJ�TXDQWLWLHV�RI�KHURLQ�PRYLQJ�QRUWK��PDLQO\
IURP�&RORPELD��WR�WKH�8�6��DQG�(XURSH��'UXJV�PRYH�QRUWK�YLD�FUXLVH�VKLSV�DQG�WKH�PXOWLSOH�GDLO\
IOLJKWV�WR�WKH�8�6��DQG�(XURSH��(YLGHQFH�LQ������GLG�QRW�VXSSRUW�D�ILQGLQJ�WKDW�GUXJV�HQWHULQJ�WKH�8�6�
IURP�$UXED�DUH�LQ�DQ�DPRXQW�VXIILFLHQW�HQRXJK�WR�KDYH�D�VLJQLILFDQW�HIIHFW��1HYHUWKHOHVV��WKH
3UHVLGHQW
V�1RYHPEHU������QRWLILFDWLRQ�WR�WKH�8�6��&RQJUHVV�RI�WKH�OLVW�RI�PDMRU�GUXJ�VRXUFH�DQG
WUDQVLW�FRXQWULHV�VWDWHG�WKDW�WKH�HQWLUH�HDVWHUQ�DQG�VRXWKHUQ�&DULEEHDQ�LV�DQ�DUHD�RI�FRQFHUQ�WR�EH�NHSW
XQGHU�REVHUYDWLRQ��7KH�LVODQG�D WWUDFWV�GUXJ�WUDIILFNHUV�ZLWK�LWV�JRRG�LQIUDVWUXFWXUH��H[FHOOHQW�IOLJKW
FRQQHFWLRQV��DQG�OLJKW�VHQWHQFHV�WR�EH�VHUYHG�LQ�SULVRQV�ZLWK�UHODWLYHO\�JRRG�OLYLQJ�FRQGLWLRQV�

:KLOH�$UXED�LV��E\�DQ\�VWDQGDUG��D�UHODWLYHO\�FULPH�IUHH�LVODQG��$UXEDQV�ZRUU\�DERXW�WKH�HDV\
DYDLODELOLW\�RI�LQH[SHQVLYH�GUXJV��7KH\�KDYH�EHJXQ�WR�WDON�DERXW�WUDIILFNHUV�EHLQJ�SDLG�LQ�FRFDLQH�UDWKHU
WKDQ�FDVK��7UDIILFNHUV�WKHQ�FRQYHUW �WKH�FRFDLQH�LQWR�FDVK��LW�LV�VDLG��E\�FXOWLYDWLQJ�QHZ�XVHUV��7KH�PRVW
YLVLEOH�HYLGHQFH�RI�D�GUXJ�DEXVH�SUREOHP�PD\�EH�WKH�KRPHOHVV�DGGLFWV��FDOOHG�FKROODUV��ZKRVH
SKRWRJUDSKV�DSSHDU�LQ�WKH�SUHVV�LQ�FRQQHFWLRQ�ZLWK�VWRULHV�DERXW�GUXJ�DEXVH�

&RXQWHUQDUFRWLFV�(IIRUWV�LQ�$UXED��'UXJ�DEXVH�LQ�$UXED�UHPDLQV�D�FDXVH�IRU�FRQFHUQ��3ULYDWH
IRXQGDWLRQV�RQ�WKH�LVODQG�ZRUN�RQ�GUXJ�HGXFDWLRQ�DQG�SUHYHQWLRQ�DQG�WKH�$UXEDQ�JRYHUQPHQW
V�WRS
DQWLGUXJ�RIILFLDO�DFWLYHO\�UHDFKHV�RXW�WR�8�6��VRXUFHV�IRU�PDWHULDOV�WR�XVH�LQ�KLV�RIILFH
V�SUHYHQWLRQ
SURJUDPV�

$UXEDQ�ODZ�HQIRUFHPHQW�RIILFLDOV�FKDQJHG�WKHLU�DQWLGUXJ�WUDIILFNLQJ�VWUDWHJ\�LQ�������,QVWHDG�RI�XVLQJ
OLPLWHG�UHVRXUFHV�WR�DUUHVW�ORZ�OHYHO��PXOHV���PRVWO\�DW�WKH�DLUSRUW��ODZ�HQIRUFHPHQW�RIILFLDOV�VKLIWHG
WKHLU�IRFXV�WR�LQYHVWLJDWLQJ�DQG�SURVHFXWLQJ�PLG�OHYHO�GUXJ�WUDIILFNHUV�ZKR�VXSSO\�GUXJV�WR�DQ�HQGOHVV
SDUDGH�RI��PXOHV���7KLV�VKLIW�\LHOGHG�QRWDEOH�VXFFHVVHV��&ULWLFV�UHPDLQ��KRZHYHU��DQG�WKH\�FRPSODLQ
WKDW�VR�OLWWOH�DWWHQWLRQ�LV�QRZ�JLYHQ�WR�ORZ�OHYHO�VWUHHW�SXVKHUV�WKDW�WKH\�HQMR\�YLUWXDOO\�XQLPSHGHG
IUHHGRP�WR�VHOO�ZLGHO\�DYDLODEOH�DQG�FKHDS�GUXJV�WR�$UXEDQ�\RXWK��LQFUHDVLQJ�WKH�GRPHVWLF�GUXJ�DEXVH
SUREOHP�

7KH�*RYHUQPHQW�RI�$UXED��*2$��WRRN�IXUWKHU�SRVLWLYH�VWHSV�LQ������WR�GHPRQVWUDWH�LWV�FRPPLWPHQW
WR�WKH�LQWHUQDWLRQDO�HIIRUW�WR�FRPEDW�GUXJ�WUDIILFNLQJ��$IWHU�ZHOFRPLQJ�WKH�SODFHPHQW�RI�8�6��&XVWRPV
DLUFUDIW�DW�D�)RUZDUG�2SHUDWLQJ�/RFDWLRQ��)2/��DW�5HLQD�%HDWUL[�,QWHUQDWLRQDO�$LUSRUW�LQ�������WKH
*2$�FRQWLQXHG�WKURXJKRXW������WR�PDNH�YDOXDEOH�FRPPHUFLDO�UDPS�VSDFH�DYDLODEOH�WR�8�6��DLUFUDIW
FRQGXFWLQJ�DHULDO�FRXQWHUQDUFRWLFV�GHWHFWLRQ�DQG�PRQLWRULQJ�PLVVLRQV��$UXED�DIILUPHG�WKH�ORQJ�WHUP
QDWXUH�RI�LWV�FRPPLWPHQW�WR�WKH�)2/�ZKHQ�LW�KRVWHG�WKH�VLJQLQJ�FHUHPRQ\�IRU�WKH�WHQ�\HDU�)2/
DJUHHPHQW�LQ�0DUFK�

$V�SDUW�RI�LWV�SXVK�WR�EULQJ�D�VWLOO�ODUJHU�8�6��ODZ�HQIRUFHPHQW�SUHVHQFH�WR�$UXED��WKH�*2$�ZHOFRPHG
8�6��&XVWRPV�6HUYLFH�DQG�8�6��'HSDUWPHQW�RI�$JULFXOWXUH
V�$QLPDO�DQG�3ODQW�+HDOWK�,QVSHFWLRQ
6HUYLFH��$3+,6��SUH�FOHDUDQFH�SHUVRQQHO�LQ�$SULO�������7KHVH �RIILFHUV�RFFXS\�IDFLOLWLHV�ILQDQFHG�DQG



EXLOW�E\�WKH�*2$��$UXEDQ�RIILFLDOV�DFWLYHO\�DQG�FUHDWLYHO\�H[SORUHG�ZD\V�WR�FDSLWDOL]H�RQ�WKH�SUHVHQFH
RI�WKH�)2/�DQG�SUH�FOHDUDQFH�SHUVRQQHO��VHHNLQJ�WR�XVH�UHVLGHQW�8�6��ODZ�HQIRUFHPHQW�H[SHUWLVH�WR
LPSURYH�ORFDO�ODZ�HQIRUFHPHQW�FDSDELOLWLHV�

$UXED�DOVR�FRQWLQXHG�WR�SDUWLFLSDWH�LQ�WKH�&RDVW�*XDUG�RI�WKH�1HWKHUODQGV�$QWLOOHV�DQG�$UXED��ZKLFK�
DV�QRWHG�DERYH��LV�HQMR\LQJ�LQFUHDVHG�HIIHFWLYHQHVV�DV�WKH �RUJDQL]DWLRQ�PDWXUHV�

$FWLRQV�$JDLQVW�'UXJV�LQ�����

$JUHHPHQWV�DQG�7UHDWLHV��7KH������81�'UXJ�&RQYHQWLRQ�ZDV�H[WHQGHG�WR�WKH�1HWKHUODQGV
$QWLOOHV�LQ�$XJXVW������DQG�$UXED�WKH�IROORZLQJ�2FWREHU��$OWKRXJK�LWV�H[WHQVLRQ�ZDV�RULJLQDOO\
UHSRUWHG�WR�KDYH�RFFXUUHG�LQ�-XQH�������DQ�LVVXH�DURVH�RYHU�WKH�ODFN�RI�XQLIRUPLW\�EHWZHHQ�WKH�DVVHW
IRUIHLWXUH�ODZV�RI�WKH�1HWKHUODQGV�$QWLOOHV�DQG�$UXED��5HYLVHG��XQLIRUP��OHJLVODWLRQ�KDG�WR�EH�GUDIWHG
DQG�HQDFWHG�EHIRUH�WKH�81�&RQYHQWLRQ�ILQDOO\�FRXOG�EH�H[WHQGHG�

&XOWLYDWLRQ�DQG�3URGXFWLRQ��&XOWLYDWLRQ�DQG�SURGXFWLRQ�DUH�QRW�LVVXHV�

0RQH\�/DXQGHULQJ��7R�FRPEDW�PRQH\�ODXQGHULQJ��ERWK�WKH�1HWKHUODQGV�$QWLOOHV�DQG�$UXED�KDYH
SDVVHG�PRQH\�ODXQGHULQJ�OHJLVODWLRQ�DQG�HVWDEOLVKHG�FHQWHUV�IRU�DQDO\]LQJ�UHSRUWV�RI�XQXVXDO�ILQDQFLDO
WUDQVDFWLRQV��7KH�1HWKHUODQGV�$QWLOOHV�$QWL�PRQH\�/DXQGHULQJ�&RPPLWWHH�ZRUNHG�WKURXJKRXW������WR
LPSURYH�WKH�OHJLVODWLYH�IUDPHZRUN�IRU�FRXQWHULQJ�PRQH\�ODXQGHULQJ�

7KH�VWDIIV�RI�WKH�UHSRUWLQJ�FHQWHUV��NQRZQ�DV�027
V��WKHLU�'XWFK�DFURQ\P��LQ�$UXED�DQG�WKH
1HWKHUODQGV�$QWLOOHV�DUH�WLQ\�EXW�GHGLFDWHG��7KH\�DUH�KDPSHUHG�E\�D�KLJK�YROXPH�RI�WUDQVDFWLRQV�WR�EH
UHYLHZHG�DQG�D�PRQH\�ODXQGHULQJ�ODZ�WKDW�PDNHV�LW�GLIILFXOW�WR�REWDLQ�FRQYLFWLRQV��7KH�UHSRUWLQJ
FHQWHUV��EDVHG�RQ�WKH�'XWFK�PRGHO��PXVW�SURFHVV�UHSRUWV�RI�DOO��XQXVXDO��WUDQVDFWLRQV��IDU�PRUH
QXPHURXV�WKDQ�UHSRUWV�RI��VXVSLFLRXV��WUDQVDFWLRQV��WKH�FULWHULRQ�WKDW�WKH�8�6��XVHV�WR�VHOHFW
WUDQVDFWLRQV�IRU�UHYLHZ��

7KH�VPDOO�027
V�ULVN�EHLQJ�RYHUZKHOPHG�E\�WKH�VKHHU�YROXPH�RI�UHSRUWV�RI�XQXVXDO�WUDQVDFWLRQV��,Q
DGGLWLRQ��ZKHQ�WKH�027�SDVVHV�D�FDVH�WR�WKH�SROLFH��WKH�PRQH\�ODXQGHULQJ�ODZ�UHTXLUHV�SURRI�RI�DQ
XQGHUO\LQJ�FULPH��7KLV�LV�D�VWDQGDUG�WKDW�VR�IDU�KDV�SURYHQ�DOPRVW�LPSRVVLEOH�IRU�SROLFH�WR�PHHW��7KH
SROLFH�ODFN�WUDLQLQJ�LQ�VRSKLVWLFDWHG�PHWKRGV�QHHGHG�WR�EXLOG�D�VXFFHVVIXO�PRQH\�ODXQGHULQJ�FDVH�DQG
WKH�WRXJK�OHJDO�UHTXLUHPHQWV�SODFH�WKHP�DW�DQ�HYHQ�JUHDWHU�GLVDGYDQWDJH��7KH�UHFHQW�DUULYDO�RI�NH\
MXGLFLDO�SHUVRQQHO�IURP�WKH�1HWKHUODQGV�ZLWK�DPSOH�H[SHULHQFH�LQ�ILQDQFLDO�FULPH�PD\�KHUDOG�DQ
LPSURYHPHQW�LQ�WKLV�DUHD�

7KH�GLUHFWRU�RI�)UHH�=RQH�$UXED�KDV�ZRUNHG�WLUHOHVVO\�WR�NHHS�PRQH\�ODXQGHULQJ�IURP�VKLIWLQJ�IURP
WKH�UHFHQWO\�UHJXODWHG�ILQDQFLDO�VHFWRU�LQWR�WKH�VWLOO�ODUJHO\�XQUHJXODWHG�WUDGH�VHFWRU��+H�DOVR�KDV
GHYHORSHG�VWDQGDUGV�IRU�XVH�LQ�GHWHUULQJ�)UHH�=RQH�FRUUXSWLRQ�WKURXJKRXW�WKH�UHJLRQ�DQG�KHOSHG�OHDG
WKH�PXOWLODWHUDO�HIIRUW�WR�FRPEDW�WKH�%ODFN�0DUNHW�3HVR�([FKDQJH�

&RUUXSWLRQ��7KH�HIIHFW�RI�RIILFLDO�FRUUXSWLRQ�RQ�WKH�SURGXFWLRQ�DQG�SURFHVVLQJ�RI�LOOHJDO�GUXJV�LV�QRW
DQ�LVVXH�IRU�HLWKHU�$UXED�RU�WKH�1HWKHUODQGV�$QWLOOHV��)XUWKHUPRUH��WKHUH�LV�QR�HYLGHQFH�WR�LQGLFDWH
WKDW�SXEOLF�RIILFLDOV�DUH�LQYROYHG�LQ�WKH�VKLSPHQW�RI�GUXJV�RU�LQ�GLVFRXUDJLQJ�WKH�LQYHVWLJDWLRQ�RU
SURVHFXWLRQ�RI�GUXJ�VKLSPHQW��7R�SUHYHQW�VXFK�SXEOLF�FRUUXSWLRQ��WKHUH�LV�D�MXGLFLDU\�WKDW�HQMR\V�D
ZHOO�GHVHUYHG�UHSXWDWLRQ�IRU�LQWHJULW\��,W�KDV�FORVH�WLHV�ZLWK�WKH�'XWFK�OHJDO�V\VWHP�LQFOXGLQJ�H[WHQVLYH
VHFRQGLQJ�RI�'XWFK�SURVHFXWRUV�DQG�MXGJHV�WR�ILOO�SRVLWLRQV�IRU�ZKLFK�WKHUH�DUH�QR�TXDOLILHG�FDQGLGDWHV
DPRQJ�WKH�VPDOO�$QWLOOHDQ�DQG�$UXEDQ�SRSXODWLRQV�

$JUHHPHQWV�DQG�7UHDWLHV��%RWK�$UXED�DQG�WKH�1HWKHUODQGV�$QWLOOHV�URXWLQHO\�KRQRU�UHTXHVWV�PDGH
XQGHU�WKH�8�6��1HWKHUODQGV�0XWXDO�/HJDO�$VVLVWDQFH�7UHDW\ �DQG�FRRSHUDWH�H[WHQVLYHO\�ZLWK�WKH�8�6��RQ
ODZ�HQIRUFHPHQW�PDWWHUV�DW�OHVV�IRUPDO�OHYHOV�

:KLOH�QHLWKHU�$UXED�QRU�WKH�1HWKHUODQGV�$QWLOOHV�KDV�VSHFLILF�OHJLVODWLRQ�FRQWUROOLQJ�SUHFXUVRU
FKHPLFDOV��'($�UHSRUWV�H[FHOOHQW�LQIRUPDO�FRRSHUDWLRQ�IURP�WKH�UHOHYDQW�SKDUPDFHXWLFDO�DXWKRULWLHV�

'RPHVWLF�3URJUDPV�'HPDQG�5HGXFWLRQ��%RWK�WKH�1HWKHUODQGV�$QWLOOHV�DQG�$UXED�KDYH�RQJRLQJ
GHPDQG�UHGXFWLRQ�SURJUDPV��EXW�QHHG�DGGLWLRQDO�UHVRXUFHV�DQG�ZRXOG�ZHOFRPH�DQ\�VXSSRUW�WKDW�WKH
8�6��FRXOG�SURYLGH��LQFOXGLQJ�PDWHULDOV�

8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

$V�D�PDWWHU�RI�SROLF\��WKH�'HSDUWPHQW�RI�6WDWH�KDV�QR�,1/�FRXQWHUQDUFRWLFV�DVVLVWDQFH�SURJUDPV�ZLWK
WKH�JRYHUQPHQWV�LQ�WKH�'XWFK�&DULEEHDQ��7KH�8�6��HQFRXUDJHV�$UXED�DQG�1HWKHUODQGV�$QWLOOHV�ODZ
HQIRUFHPHQW�RIILFLDOV�WR�SDUWLFLSDWH�LQ�,1/�IXQGHG�UHJLRQDO�WUDLQLQJ�FRXUVHV��EXW�WKH�*2$�DQG�*21$



PXVW�SD\�WKHLU�RZQ�WUDYHO�FRVWV��7KH�8�6��&RDVW�*XDUG��WZLFH�GXULQJ�������SURYLGHG�ODZ�HQIRUFHPHQW
WUDLQLQJ�IXQGHG�E\�WKH�QDWLRQDO�JRYHUQPHQWV�

7KH�8�6��KDV�EHJXQ�H[SORULQJ�QRQ�,1/�WUDLQLQJ�VXFK�DV�VSRQVRULQJ�YLVLWV�E\�ILQDQFLDO�H[SHUWV�IURP�WKH
)ORULGD�,QWHUQDWLRQDO�9ROXQWHHU�&RUSV�WR�VWUHQJWKHQ�WKH�ILQDQFLDO�UHSRUWLQJ�FHQWHUV��,W�LV�DOVR�EHJLQQLQJ
WR�VHDUFK�IRU�ZD\V�LQ�ZKLFK�ORFDOO\�DVVLJQHG�8�6��ODZ�HQIRUFHPHQW�SHUVRQQHO�FDQ�VKDUH�WKHLU�H[SHUWLVH
ZLWK�KRVW�FRXQWU\�FRXQWHUSDUWV��&KLHIO\�WKURXJK�'($��WKH�8�6��LV�DEOH�WR�SURYLGH�OLPLWHG�DVVLVWDQFH�WR
HQKDQFH�WHFKQLFDO�FDSDELOLWLHV�DV�ZHOO�DV�VRPH�WDUJHWHG�WUDLQLQJ�

$V�DQ�DSSUHFLDWLRQ�KDV�JURZQ�LQ�WKH�'XWFK�&DULEEHDQ�RI�WKH�LPSRUWDQFH�RI�LQWHOOLJHQFH�WR�HIIHFWLYH�ODZ
HQIRUFHPHQW��WKH�86*�LV�H[SDQGLQJ�LQWHOOLJHQFH�VKDULQJ�ZLWK�*2$�DQG�*21$�RIILFLDOV ��%HFDXVH
8�6��SURYLGHG�LQWHOOLJHQFH�PXVW�PHHW�WKH�VWULFW�UHTXLUHPHQWV�RI�ORFDO�ODZ��VKDULQJ�RI�LQWHOOLJHQFH�DQG
ODZ�HQIRUFHPHQW�LQIRUPDWLRQ�UHTXLUHV�RQJRLQJ��H[WHQVLYH�OLDLVRQ�ZRUN�WR�EULGJH�WKH�GLIIHUHQFH�EHWZHHQ
8�6��DQG�'XWFK�EDVHG�ODZ�

Eastern Caribbean

,��6XPPDU\

7KH�VHYHQ�HDVWHUQ�&DULEEHDQ�FRXQWULHV���$QWLJXD�DQG�%DUEXGD��%DUEDGRV��'RPLQLFD��*UHQDGD��6W�
.LWWV�DQG�1HYLV��6W��/XFLD��DQG�6W��9LQFHQW�DQG�WKH�*UHQDGLQHV���IRUP�WKH�HDVWHUQ�HGJH�RI�WKH
&DULEEHDQ�WUDQVLW�]RQH�IRU�GUXJV��PRVWO\�FRFDLQH��FDQQDELV�SURGXFWV�DQG�KHURLQ��WUDYHOLQJ�IURP�6RXWK
$PHULFD�WR�WKH�8�6��DQG�RWKHU�JOREDO�PDUNHWV��,OOLFLW�QDUFRWLFV�WUDQVLW�WKH�HDVWHUQ�&DULEEHDQ�PRVWO\�E\
VHD��DV�VKLSPHQWV�DUH�PRYHG�WR�FRQWLQHQWDO�1RUWK�$PHULFD�RU�(XURSH��0DULWLPH�QDUFRWLFV�VKLSPHQWV
ZLWKLQ�WKH�UHJLRQ�DUH�GHVWLQHG�IRU�3XHUWR�5LFR�DQG�RWKHU�8�6��LVODQG�WHUULWRULHV��DV�ZHOO�DV�WKH�)UHQFK
&DULEEHDQ�GHSDUWPHQWV�DQG�'XWFK�MXULVGLFWLRQV��7KH�-RLQW�,QWHUDJHQF\�7DVN�)RUFH�(DVW��-,$7)�(�
FRQWLQXHG�WR�UHSRUW�DLUGURSV�RI�FRFDLQH�LQ�WKH�HDVWHUQ�&DULEEHDQ�LQ�������7KH�OHYHO�RI�FRFDLQH�
PDULMXDQD��DQG�KHURLQ�WUDIILFNHG�WKURXJK�LQGLYLGXDO�FRXQWULHV�WR�WKH�8�6��GRHV�QRW�UHDFK�WKH�OHYHO
QHHGHG�WR�GHVLJQDWH�DQ\�RQH�RI�WKHP�D�PDMRU�GUXJ�WUDQVLW�FRXQWU\�XQGHU�WKH�)RUHLJQ�$VVLVWDQFH�$FW�RI
������DV�DPHQGHG��1RQHWKHOHVV��WKH�3UHVLGHQW
V�1RYHPEHU������QRWLILFDWLRQ�WR�WKH�8�6��&RQJUHVV�RI
WKH�OLVW�RI�PDMRU�GUXJ�VRXUFH�DQG�WUDQVLW�FRXQWULHV�VWDWHG�WKDW�WKH�HQWLUH�HDVWHUQ�DQG�VRXWKHUQ�&DULEEHDQ
LV�DQ�DUHD�RI�FRQFHUQ�WR�EH�NHSW�XQGHU�REVHUYDWLRQ��,I�FRQGLWLRQV�ZDUUDQW��WKH�3UHVLGHQW�ZLOO�DGG
UHOHYDQW�FRXQWULHV�WR�WKH�PDMRUV�OLVW��0DULMXDQD�LV�JURZQ�LQ�6W��9LQFHQW��6W��/XFLD��DQG�'RPLQLFD�
SULPDULO\�IRU�ORFDO�XVH�RU�IRU�H[SRUW�WR�RWKHU�LVODQGV�LQ�WKH�UHJLRQ��7KH�RYHUDOO�OHYHO�RI�SURGXFWLRQ�LV
EHORZ�WKH�WKUHVKROG�IRU�GHVLJQDWLQJ�DQ\�RI�WKHVH�FRXQWULHV�DV�PDMRU�GUXJ�SURGXFHUV�XQGHU�WKH�)RUHLJQ
$VVLVWDQFH�$FW��\HW�WKH�H[WHQW�RI�PDULMXDQD�SURGXFWLRQ�ZLWKLQ�6W��9LQFHQW�DQG�WKH�*UHQDGLQHV�LV
VLJQLILFDQW�LQ�UHODWLRQ�WR�LWV�JURVV�GRPHVWLF�SURGXFW�

'UXJ�WUDIILFNLQJ��DQG�WKH�FULPHV�WKDW�GHULYH�IURP�LW³PRQH\�ODXQGHULQJ��GUXJ�XVH��SROLWLFDO�LQIOXHQFH�
EX\LQJ��YLROHQW�FULPH��DQG�LQWLPLGDWLRQ³WKUHDWHQ�WKH�VWDELOLW\�RI�WKH�VPDOO�LQGHSHQGHQW�FRXQWULHV�RI
WKH�HDVWHUQ�&DULEEHDQ��7R�YDU\LQJ�GHJUHHV��WKH�GHVWUXFWLYH�QDWXUH�RI�WKH�GUXJ�WUDGH�DQG�GUXJ�UHODWHG
FRUUXSWLRQ�KDYH�GDPDJHG�FLYLO�VRFLHW\�LQ�DOO�RI�WKHVH�FRXQWULHV�

&RORPELDQ�GUXJ�WUDIILFNHUV�DQG�YDULRXV�RUJDQL]HG�FULPH�JURXSV�KDYH�LQILOWUDWHG�PDQ\�RI�WKH�HDVWHUQ
&DULEEHDQ�QDWLRQV��HVWDEOLVKLQJ�WKHLU�RZQ�LQIUDVWUXFWXUH�DQG�FRQWUDFWLQJ�WKH�VHUYLFHV�RI�ORFDO�FULPLQDO
RUJDQL]DWLRQV��7R�PRYH�WKH�GUXJV�ZLWKLQ�WKH�UHJLRQ��PDQ\�WUDIILFNHUV�XVH�D�EDUWHU�V\VWHP��SD\LQJ�IRU
VHUYLFHV�ZLWK�GUXJV�DQG�RU�ZHDSRQV�WR�OLPLW�FRVWV�DQG�WR�LQFUHDVH�GHPDQG�DQG�PDUNHWV�LQ�WKH�UHJLRQ�
$V�D�UHVXOW��LQFUHDVHG�DPRXQWV�RI�FRFDLQH�DQG�FUDFN�FRFDLQH�UHPDLQ�LQ�WKH�HDVWHUQ�&DULEEHDQ�DQG
FRQWULEXWH�WR�YLROHQW�FULPH�

7KH�VHYHQ�HDVWHUQ�&DULEEHDQ�VWDWHV�DUH�SDUW\�WR�WKH������81�6LQJOH�&RQYHQWLRQ�DQG�WKH������81
'UXJ�&RQYHQWLRQ��2WKHU�WKDQ�6W��/XFLD�DQG�6W��9LQFHQW�DQG�WKH�*UHQDGLQHV��DOO�FRXQWULHV�DUH�SDUW\�WR
WKH������81�&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV��1RQH�RI�WKH�VHYHQ�VWDWHV�KDYH�VLJQHG�WKH�,QWHU�
$PHULFDQ�&RQYHQWLRQ�DJDLQVW�&RUUXSWLRQ��$OO�VHYHQ�JRYHUQPHQWV�KDYH�VLJQHG�DQG�EURXJKW�LQWR�IRUFH
ELODWHUDO�PXWXDO�OHJDO�DVVLVWDQFH�DQG�H[WUDGLWLRQ�WUHDWLHV�ZLWK�WKH�8�6�

(DVWHUQ�&DULEEHDQ�RIILFLDOV�UHJDUG�PDULMXDQD�SURGXFWLRQ�DQG�WUDIILFNLQJ�DV�VHULRXV�FRQFHUQV��'RPLQLFD�
6W��/XFLD��6W��.LWWV�DQG�1HYLV��DQG�*UHQDGD�KDYH�DFWLYH�JURXQG�EDVHG�HUDGLFDWLRQ�SURJUDPV��1R
�:HHGHDWHU��8�6��DLUOLIW�DVVLVWHG�HUDGLFDWLRQ�H[HUFLVHV�WRRN�SODFH�LQ�WKH�HDVWHUQ�&DULEEHDQ�LQ������

0RVW�RI�WKH�PDULMXDQD�SURGXFHG�LQ�WKH�HDVWHUQ�&DULEEHDQ�LV�FRQVXPHG�ZLWKLQ�WKH�UHJLRQ�RU�WUDQVSRUWHG
WR�(XURSH��1HYHUWKHOHVV��WKH�8�6��VXSSRUWV�DQG�HQFRXUDJHV�HUDGLFDWLRQ�FDPSDLJQV�DV�D�PHDQV�WR
FRPEDW�KLJK�OHYHOV�RI�HDVWHUQ�&DULEEHDQ�PDULMXDQD�XVH�DQG�WKH�FRUUXSWLQJ�DQG�FRUURVLYH�HIIHFW�RI�WKLV
LOOHJDO�WUDGH��,Q�JHQHUDO��HDVWHUQ�&DULEEHDQ�ODZ�HQIRUFHPHQW�DJHQFLHV�DUH�FRPPLWWHG�WR�FRQWUROOLQJ�GUXJ
WUDIILFNLQJ�DQG�ZRUNLQJ�ZLWK�WKHLU�8�6��FRXQWHUSDUWV��6LJQLILFDQW�SHUVRQQHO�UHVRXUFHV�DUH�VWLOO�VSHQW�RQ



DUUHVWV�RI�UHODWLYHO\�VPDOO�WLPH�WUDIILFNHUV�DQG�GUXJ�XVHUV�DV�D�PHDQV�WR�FRQWURO�HYHU�LQFUHDVLQJ�VWUHHW
FULPH��0HDQZKLOH��FRQVSLUDF\�FDVHV�DJDLQVW�ULQJOHDGHUV��FRPSOH[�ILQDQFLDO�LQYHVWLJDWLRQV��PRQH\
ODXQGHULQJ�DQG�DVVHW�IRUIHLWXUH�FDVHV�DUH�DOPRVW�QRQ�H[LVWHQW�

6RPH�RI�WKH�QHFHVVDU\�FULPLQDO�VWDWXWHV�H[LVW�LQ�DOO�HDVWHUQ�&DULEEHDQ�FRXQWULHV��VXFK�DV�DVVHW�IRUIHLWXUH
DQG�PRQH\�ODXQGHULQJ�ODZV��\HW�PRVW�MXULVGLFWLRQV�ODFN�WKH�PRGHUQL]HG�ODZV�WKDW�DOORZ�ODZ
HQIRUFHPHQW�DJHQFLHV�WR�SHQHWUDWH�RUJDQL]HG�FULPLQDO�JURXSV��7KH�0D\������%DUEDGRV�3ODQ�RI�$FWLRQ
DQG�WKH�8�6��&DULEEHDQ�6XPPLW�-XVWLFH�DQG�6HFXULW\�$FWLRQ�3ODQ��DV�ZHOO�DV�&DULEEHDQ�SROLFH
DXWKRULWLHV�RQ�D�UHJXODU�EDVLV��FDOO�IRU�ODZV�FRYHULQJ�ZLUHWDS��FRQWUROOHG�GHOLYHULHV��FRQVSLUDF\�
DXWKRUL]DWLRQ�RI�XQGHUFRYHU�LQYHVWLJDWLRQV��WKH�XVH�RI�SDLG�LQIRUPDQWV��DQG�SOHD�EDUJDLQLQJ��+RZHYHU�
DOOHJHG�FRQVWLWXWLRQDO�LPSHGLPHQWV�FRPELQHG�ZLWK�DQ�DSSDUHQW�ODFN�RI�SROLWLFDO�ZLOO�WR�WDFNOH�WKH
SUREOHP�KDYH�HIIHFWLYHO\�WKZDUWHG�VXFK�OHJDO�LQLWLDWLYHV�LQ�PRVW�HDVWHUQ�&DULEEHDQ�MXULVGLFWLRQV�
0HDQZKLOH��ODZ�HQIRUFHPHQW�DQG�MXGLFLDO�DXWKRULWLHV�LQ�VRPH�FRXQWULHV�IDFH�WKH�GDXQWLQJ�WDVN�RI
GHYHORSLQJ�FDVHV�ZLWK�QLQHWHHQWK�FHQWXU\�OHJLVODWLRQ�DJDLQVW�VRSKLVW LFDWHG�WZHQW\�ILUVW�FHQWXU\�FULPLQDO
JURXSV��:LWKRXW�D�VHULRXV��EURDG�EDVHG�PRGHUQL]DWLRQ�HIIRUW��LW�LV�XQOLNHO\�WKH�UHJLRQ�ZLOO�GHYHORS
VLJQLILFDQW�GHIHQVHV�DJDLQVW�GUXJ�WUDIILFNHUV��PRQH\�ODXQGHUHUV��DQG�LQWHUQDWLRQDO�FULPLQDOV�ZKR�FRPPLW
IUDXG�

0RVW�RI�WKH�VHYHQ�FRXQWULHV�GHYRWH�VLJQLILFDQW�UHVRXUFHV�DQG�HIIRUW�WR�PDULWLPH�GUXJ�LQWHUGLFWLRQ
RSHUDWLRQV��,Q�WKH�DEVHQFH�RI�LQYHVWLJDWLYH�OHDGV��KRZHYHU� �WKHVH�HIIRUWV�DUH�FRVWO\�DQG�RI�OLPLWHG
HIIHFWLYHQHVV��/DZ�HQIRUFHPHQW�DXWKRULWLHV�LQ�WKH�UHJLRQ�DFNQRZOHGJH�WKH�QHHG�IRU�LQFUHDVHG
LQIRUPDWLRQ�FROOHFWLRQ�DQG�VKDULQJ��DQG�VHYHUDO�RI�WKH�FRXQWULHV�KDYH�PDGH�HIIRUWV�WR�FUHDWH�LQWHU�
DJHQF\�GUXJ�LQWHOOLJHQFH�FHQWHUV��7UDGLWLRQDO�ULYDOULHV�EHWZHHQ�ODZ�HQIRUFHPHQW�ERGLHV�DQG��LQ�VRPH
MXULVGLFWLRQV��DQ�DSSDUHQW�ODFN�RI�SROLWLFDO�FRPPLWPHQW�WR�FUHDWH�VXFK�FHQWHUV��KDYH�KLQGHUHG�SURJUHVV
RQ�WKHVH�LQLWLDWLYHV�

&RXQWULHV�WKDW�KDYH�WULHG�WR�EURDGHQ�WKHLU�RIIVKRUH�ILQDQFLDO�VHFWRUV�ZLWKRXW�LPSOHPHQWLQJ�HIIHFWLYH
UHJXODWLRQ�DQG�RYHUVLJKW�KDYH�EHHQ�HVSHFLDOO\�YXOQHUDEOH�WR�PRQH\�ODXQGHULQJ�DQG�WR�RWKHU�ILQDQFLDO
FULPHV��7KLV�SKHQRPHQRQ�LV�DGGUHVVHG�LQ�GHWDLO�LQ�WKH�PRQH\�ODXQGHULQJ�VHFWLRQ�RI�WKLV�UHSRUW�

'RPLQLFD��*UHQDGD��6W��.LWWV�DQG�1HYLV��DQG�6W��9LQFHQW �DQG�WKH�*UHQDGLQHV�KDYH�SRRUO\�UHJXODWHG
HFRQRPLF�FLWL]HQVKLS�SURJUDPV��8QVFUXSXORXV�LQGLYLGXDOV�KDYH�WDNHQ�DGYDQWDJH�RI�WKHVH�SURJUDPV�WR
PRGLI\�RU�FUHDWH�PXOWLSOH�LGHQWLWLHV�DQG�KDYH�XVHG�WKHVH�LGHQWLWLHV�WR�KHOS�FUHDWH�WKH�RIIVKRUH�HQWLWLHV
XVHG�LQ�PRQH\�ODXQGHULQJ��ILQDQFLDO�IUDXG��PLJUDQW�VPXJJOLQJ��DQG�RWKHU�LOOLFLW�DFWLYLWLHV��DV�ZHOO�DV�WR
IDFLOLWDWH�WKH�WUDYHO�RI�WKH�SHUSHWUDWRUV�RI�WKHVH�FULPHV�

,Q�������WKH�HDVWHUQ�&DULEEHDQ�FRXQWULHV�FRQWLQXHG�WR�ZRUN�WR�LPSOHPHQW�WKH������&DULEEHDQ�8�6�
6XPPLW�-XVWLFH�DQG�6HFXULW\�$FWLRQ�3ODQ��7KH�SODQ�VHWV�RXW�D�FRPSUHKHQVLYH�VHW�RI�PHDVXUHV�WR
FRPEDW�WUDQVQDWLRQDO�FULPH��SDUWLFXODUO\�GUXJ�WUDIILFNLQJ�DQG�PRQH\�ODXQGHULQJ��,W�FDOOV�IRU
FROODERUDWLRQ�LQ�VWUHQJWKHQLQJ�FULPLQDO�MXVWLFH�V\VWHPV�DQG�LQWHUGLFWLRQ�HIIRUWV��FRPEDWLQJ�VPDOO�DUPV
VPXJJOLQJ�DQG�FRUUXSWLRQ��GHYHORSLQJ�D�FULPLQDO�MXVWLFH�SURWHFWLRQ�SURJUDP��DQG�UHGXFLQJ�GUXJ�GHPDQG
WKURXJK�HGXFDWLRQ��UHKDELOLWDWLRQ��DQG�HUDGLFDWLRQ��(DVWHUQ�&DULEEHDQ�JRYHUQPHQWV�VWLOO�QHHG�WR�WDNH
VLJQLILFDQW�LQWHUQDO�VWHSV�WR�PHHW�VRPH�EDVLF�FRPPLWPHQWV��DOWKRXJK�WKH\�KDYH�DFKLHYHG�VRPH�SURJUHVV
LQ�LPSOHPHQWLQJ�WKH�SODQ��8QIRUWXQDWHO\��&$5,&20�FDQFHOOHG�WKH�DQQXDO�PHHWLQJ�RI�WKH�8�6��
&DULEEHDQ�-RLQW�&RPPLWWHHV�RQ�-XVWLFH�DQG�6HFXULW\�DQG�RQ�(FRQRPLF�'HYHORSPHQW�LQ�������,W�KDV
QRW�\HW�EHHQ�SRVVLEOH�WR�HVWDEOLVK�D�PXWXDOO\�DFFHSWDEOH�GDWH�IRU�UHVFKHGXOLQJ��0RUHRYHU��&$5,&20
KDG�SXW�LWV�-XVWLFH�DQG�6HFXULW\�$FWLRQ�3ODQV�&RRUGLQDWRU�RQ�LQGHWHUPLQDWH�DGPLQLVWUDWLYH�OHDYH�VWDWXV�
KH�KDV�UHWXUQHG�WR�KLV�MRE�

7KH�HDVWHUQ�&DULEEHDQ�VWDWHV�DOVR�FRQWLQXHG�WR�FDUU\�RXW�WKH�%DUEDGRV�3ODQ�RI�$FWLRQ�GHYHORSHG�LQ
�����DW�D�&DULEEHDQ�UHJLRQDO�GUXJ�FRQIHUHQFH��7KHVH�VWDWHV�KDYH�DFKLHYHG�FRQVLGHUDEOH�SURJUHVV�RQ
PDQ\�HOHPHQWV�RI�WKH�SODQ��EXW�WKH�86*�VKDUHV�RWKHU�GRQRUV
�FRQFHUQV�DERXW�WKH�QHHG�WR�LQWHJUDWH
GHPDQG�UHGXFWLRQ�DQG�LQWHUGLFWLRQ�DFWLYLWLHV�PRUH�HIIHFWLYHO\�XQGHU�QDWLRQDO�GUXJ�FRXQFLOV��'RLQJ�VR
ZRXOG�LQFUHDVH�LQIRUPDWLRQ�VKDULQJ�DQG�LPSURYH�ELODWHUDO�DQG�PXOWL�ODWHUDO�FRRSHUDWLRQ�FRQFHUQLQJ
FRXQWHUQDUFRWLFV�

,Q�������WKH�VHYHQ�HDVWHUQ�&DULEEHDQ�FRXQWULHV�DOVR�FRQWLQXHG�WR�VXSSRUW�WKH�5HJLRQDO�6HFXULW\�6\VWHP
�566���D�WUHDW\�EDVHG�RUJDQL]DWLRQ�WR�ZKLFK�DOO�VHYHQ�FRXQWULHV�EHORQJ��7KH�566�FRRUGLQDWHV�VRPH
FRXQWHUQDUFRWLFV�RSHUDWLRQV�DPRQJ�PHPEHU�VWDWHV��7KH�566�FRQWLQXHG�WR�RSHUDWH�D�PDULWLPH�WUDLQLQJ
IDFLOLW\�LQ�$QWLJXD�IRU�PHPEHU�QDWLRQ�IRUFHV��/RFDO�LQVWUXFWRUV��DVVLVWHG�E\�8�6��DQG�%ULWLVK�WUDLQHUV�
SURYLGHG�YDULRXV�ODZ�HQIRUFHPHQW�DQG�VHDPDQVKLS�FRXUVHV��,Q�������WKH�8�6��GHOLYHUHG�WR�%DUEDGRV
WKH�ILUVW�RI�WZR�&����VXUYHLOODQFH�DLUFUDIW��ZKLFK��ZLWK�8�6��DVVLVWDQFH��WKH�566�LV�XVLQJ�WR�FRQGXFW
PDULWLPH�VXUYHLOODQFH��,Q�������WKH�8�6��ZLOO�GHOLYHU�D�VHFRQG�&����DLUFUDIW�WR�%DUEDGRV��ZKLFK�WKH�566
ZLOO�XVH�WR�H[SDQG�LWV�WDFWLFDO�PDULWLPH�FDSDELOLW\��'XULQJ�������WKH�8�6��ZLOO�SURYLGH�RQJRLQJ�VXSSRUW
IRU�WKH�RSHUDWLRQ�DQG�PDLQWHQDQFH�RI�ERWK�&����DLUFUDIW��6XSSRUW�IRU�WKHVH�DLUFUDIW�ZLOO�UHTXLUH�D�JUHDWHU



ILQDQFLDO�FRPPLWPHQW�RQ�WKH�SDUW�RI�%DUEDGRV�DQG�WKH�RWKHU�566�PHPEHU�FRXQWULHV�ZKHQ�86*
VXSSRUW�WR�WKH�SURJUDP�FRQFOXGHV�

'XULQJ�������WKH�8�6��(PEDVV\�LQ�%DUEDGRV�EHFDPH�DZDUH�RI�WKUHH�SRVVLEOH�RFFDVLRQV�ZKHUHLQ�WKH�&�
���DLUFUDIW�KDG�WUDQVSRUWHG�KLJK�OHYHO�JRYHUQPHQW�OHDGHUV�WR�RIILFLDO�EXW�QRQ�FRXQWHUGUXJ�IXQFWLRQV�LQ
WKH�UHJLRQ�ZKLOH�WKH�DLUFUDIW�ZDV�RWKHUZLVH�HQJDJHG�LQ�QRUPDO�PLVVLRQV��7KH�(PEDVV\�GLVFRYHUHG�WKHVH
IHZ�LQFLGHQWV�GXULQJ�LWV�UHYLHZ�RI�566�PRQWKO\�UHSRUWV�DQG�WKURXJK�LWV�PRQLWRULQJ�RI�WKH�DLUFUDIW
V
PLVVLRQV��7KH�(PEDVV\�KDV�GLVFXVVHG�WKHVH�LQFLGHQWV�ZLWK�WKH�566��ERWK�DW�WKH�ZRUNLQJ�OHYHO�DV�ZHOO
DV�GLUHFWO\�ZLWK�WKH�5HJLRQDO�6HFXULW\�&RRUGLQDWRU��,Q�DGGLWLRQ��WKH������/HWWHU�RI�$JUHHPHQW�EHWZHHQ
WKH�86*�DQG�WKH�566�FRQFHUQLQJ�WKH�XVH�RI�WKH�&����DLUFUDIW�LV�ZRUGHG�PRUH�UHVWULFWLYHO\�WR
FLUFXPVFULEH�VXFK�DFWLYLWLHV�LQ�WKH�IXWXUH�

,,��6WDWXV�RI�&RXQWULHV�DQG�$FWLRQV�$JDLQVW�'UXJV

7KH�LVODQGV�RI�$QWLJXD�DQG�%DUEXGD�DUH�GUXJ�WUDQVLW�VLWHV�IRU�QDUFRWLFV�PRYLQJ�IURP�6RXWK�$PHULFD�WR
WKH�8�6��DQG�JOREDO�PDUNHWV��0RWKHUVKLS�RSHUDWLRQV�XVH��JR�IDVW��ERDWV�DV�SLFNXS�YHVVHOV��6HFOXGHG
EHDFKHV�DQG�XQFRQWUROOHG�PDULQDV�SURYLGH�H[FHOOHQW�DUHDV�WR�FRQGXFW�WKH�GUXJ�WUDQVIHU�RSHUDWLRQV�
&DQQDELV�FXOWLYDWLRQ�RQ�WKH�LVODQGV�LV�QRW�VLJQLILFDQW�DQG�LV�IRU�ORFDO�FRQVXPSWLRQ�

$QWLJXD�DQG�%DUEXGD�LV�D�SDUW\�WR�WKH������81�6LQJOH�&RQYHQWLRQ�DQG�LWV������3URWRFRO��WKH������81
&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV��DQG�WKH������81�'UXJ�&RQYHQWLRQ��7KH�*RYHUQPHQW�RI
$QWLJXD�DQG�%DUEXGD��*2$%��KDV�VLJQHG�QHLWKHU�WKH�,QWHU�$PHULFDQ�&RQYHQWLRQ�DJDLQVW�&RUUXSWLRQ
QRU�WKH�,QWHU�$PHULFDQ�&RQYHQWLRQ�RQ�0XWXDO�/HJDO�$VVLVWDQFH�RQ�/HJDO�0DWWHUV��7KH�*2$%�KDV
VLJQHG�WKH�,QWHU�$PHULFDQ�&RQYHQWLRQ�DJDLQVW�WKH�,OOLFLW�0DQXIDFWXULQJ�RI�DQG�7UDIILFNLQJ�LQ�)LUHDUPV�
$PPXQLWLRQ��([SORVLYHV�DQG�2WKHU�5HODWHG�0DWHULDOV��,QWHU�$PHULFDQ�)LUHDUPV�&RQYHQWLRQ��

7KH�86*�DQG�WKH�*2$%�VLJQHG�D�PDULWLPH�GUXJ�ODZ�HQIRUFHPHQW�FRRSHUDWLRQ�DJUHHPHQW�LQ�$SULO
������DQG�DQ�RYHUIOLJKW�DJUHHPHQW�LQ�-XQH�������,Q�������WKH�*2$%�ZDV�WKH�ILUVW�HDVWHUQ�&DULEEHDQ
JRYHUQPHQW�WR�EULQJ�LQWR�IRUFH�WKH�QHZ�H[WUDGLWLRQ�DQG�PXWXDO�OHJDO�DVVLVWDQFH�WUHDWLHV��7KH�*2$%
ZDV�ODUJHO\�UHVSRQVLYH�WR�86*�LQLWLDWHG�PXWXDO�OHJDO�DVVLVWDQFH�UHTXHVWV�LQ�������7KH�8�6��KDV�PDGH
RQO\�RQH�H[WUDGLWLRQ�UHTXHVW�WR�$QWLJXD�DQG�%DUEXGD�VLQFH�WKH�WUHDW\�HQWHUHG�LQWR�IRUFH��7KLV�UHTXHVW�
PDGH�LQ�1RYHPEHU�������LV�VWLOO�SHQGLQJ��DQG�WKH�VXEMHFW�LV�RXW�RQ�EDLO� �7KH�QH[W�KHDULQJ�LV�VFKHGXOHG
IRU�)HEUXDU\������

,Q�������*2$%�IRUFHV�VHL]HG������NLORJUDPV�RI�FRFDLQH��������NLORJUDPV�RI�PDULMXDQD��DUUHVWHG����
SHUVRQV�DQG�HUDGLFDWHG�������FDQQDELV�SODQWV��$�86*�SURYLGHG����IRRW�SDWURO�ERDW�GHOLYHUHG�LQ�PLG�
������VXVWDLQHG�VLJQLILFDQW�GDPDJH�ZKHQ�LW�UDQ�DJURXQG�RII�'RPLQLFD�GXULQJ�D�KXUULFDQH�LQ�1RYHPEHU
������,W�KDV�QRW�\HW�EHHQ�UHSDLUHG��7KH�*2$%�UHFHLYHG�VXEVWDQWLDO�IXQGV�LQ������YLD�LWV�DVVHW
VHL]XUH�VKDULQJ�DJUHHPHQW�ZLWK�RWKHU�FRXQWULHV�

7KH�RQO\�UHKDELOLWDWLRQ�FHQWHU�LQ�$QWLJXD�DQG�%DUEXGD�LV�&URVVURDGV��D����EHG�SULYDWH�GUXJ�WUHDWPHQW
IDFLOLW\�ZKLFK�RIIHUV�WUHDWPHQW�WR�LQWHUQDWLRQDO�DQG�ORFDO�FOLHQWV��7KH�FHQWHU�RIIHUV�LWV�VHUYLFHV�WR�D
OLPLWHG�QXPEHU�RI�ORFDO�FOLHQWV�ZKR�FDQ�WDNH�DGYDQWDJH�RI�VSHFLDO�SD\PHQW�DQG�DIWHU�WUHDWPHQW�ZRUN
SURJUDPV�WR�SD\�IRU�WUHDWPHQW��,Q�������&URVVURDGV�DQG�WKH�*2$%�FRQWLQXHG�WKHLU�HIIRUWV�WR�HVWDEOLVK
D�KDOIZD\�KRXVH�LQ�WKH�FDSLWDO��6W��-RKQ
V�

%DUEDGRV�LV�D�WUDQVLW�FRXQWU\�DQG�KXE�IRU�FRFDLQH�SURGXFWV��KHURLQ��DQG�GHVLJQHU�GUXJV�HQWHULQJ�E\�VHD
DQG�E\�DLU�IURP�&RORPELD��9HQH]XHOD��*X\DQD�DQG�HOVHZKHUH�LQ�WKH�UHJLRQ��7KHVH�GUXJV�RIWHQ�HQWHU
%DUEDGRV�LQ�FRQWDLQHU�YHVVHOV��DQG�VPDOOHU�YHVVHOV�DOVR�EULQJ�LQ�PDULMXDQD�IURP�6W��9LQFHQW�DQG�WKH
*UHQDGLQHV��&RQWDLQHU�IUHLJKW�IRUZDUGHUV�DQG�FUXLVH�OLQHV�DUH�DOVR�UHSRUWHG�WR�WUDQVSRUW�FRFDLQH�YLD
%DUEDGRV��0RVW�FRFDLQH�VKLSPHQWV�HQWHULQJ�%DUEDGRV�DQG�LWV�WHUULWRULDO�ZDWHUV�DUH�GHVWLQHG�IRU�1RUWK
$PHULFD�DQG�(XURSH��+RZHYHU��LQ�UHFHQW�\HDUV��GRPHVWLF�FRFDLQH�DQG�FUDFN�FRQVXPSWLRQ�KDYH
LQFUHDVHG�

%DUEDGRV�LV�SDUW\�WR�WKH������81�&RQYHQWLRQ�DQG�LWV������3URWRFRO��WKH������81�&RQYHQWLRQ�RQ
3V\FKRWURSLF�6XEVWDQFHV�DQG�WKH������81�'UXJ�&RQYHQWLRQ��%DUEDGRV�LV�QHLWKHU�VLJQHG�QRU�UDWLILHG
WKH�,QWHU�$PHULFDQ�&RQYHQWLRQ�DJDLQVW�&RUUXSWLRQ��WKH�,QWHU�$PHULFDQ�&RQYHQWLRQ�RQ�0XWXDO�/HJDO
$VVLVWDQFH��RU�WKH�,QWHU�$PHULFDQ�)LUHDUPV�&RQYHQWLRQ��7KH�*2%�DQG�WKH�86*�KDYH�EURXJKW�LQWR
IRUFH�WKUHH�LPSRUWDQW�HOHPHQWV�RI�FRXQWHUQDUFRWLFV�FRRSHUDWLRQ��D�PDULWLPH�DJUHHPHQW�ZLWK�RYHUIOLJKW
DXWKRULW\��DQG�H[WUDGLWLRQ�DQG�PXWXDO�OHJDO�DVVLVWDQFH�WUHDWLHV�

,Q�������PDQSRZHU�VKRUWDJHV�DQG�FRRUGLQDWLRQ�GLIILFXOWLHV�FRQWLQXHG�WR�LQWHUIHUH�ZLWK�%DUEDGRV
V
FRRSHUDWLRQ�ZLWK�8�6��ODZ�HQIRUFHPHQW�RIILFLDOV�WR�DUUHVW�DQG�SURVHFXWH�PDMRU�WUDIILFNHUV��+RZHYHU�
WKH�JRYHUQPHQW�SURFXUHG�D�IOHHW�RI�QHZ�SROLFH�YHKLFOHV�DQG�UHIXUELVKHG�SROLFH�IDFLOLWLHV�LQ������LQ�DQ
HIIRUW�WR�LPSURYH�WKH�IRUFH
V�UHVSRQVLYHQHVV��,Q�ODWH�������WKH�3ROLFH�&RPPLVVLRQHU�DOVR�DQQRXQFHG



SODQV�WR�URRW�RXW��VXVSLFLRXV�RIILFHUV��ZKR�KDG�EHHQ�FRUUXSWHG�E\�QDUFRWUDIILFNHUV�

*RYHUQPHQW�RI�%DUEDGRV��*2%��DJHQFLHV�UHSRUWHG�VHL]LQJ����NLORJUDPV�RI�FRFDLQH�DQG������
NLORJUDPV�RI�PDULMXDQD�LQ�������7KH\�DUUHVWHG�����SHUVRQV�RQ�GUXJ�FKDUJHV�DQG�HUDGLFDWHG������
FDQQDELV�SODQWV��7KH�*2%�WHUPLQDWHG�D�ORQJVWDQGLQJ�86*�FRXQWHUQDUFRWLFV�DVVLVWDQFH�SURJUDP�LQ
�����EHFDXVH�RI�REMHFWLRQV�WR�KXPDQ�ULJKWV�FRQGLWLRQV�FRQQHFWHG�WR�WKH�SURJUDP�

7KH�*2%�KDV�LPSOHPHQWHG�D�SHQDO�V\VWHP�UHIRUP�ELOO�WR�SURYLGH�DOWHUQDWLYH�VHQWHQFLQJ�RSWLRQV
EH\RQG�SULVRQ�DQG�ILQHV��7KLV�LQFOXGHV�FRPPXQLW\�VHUYLFH�RUGHUV��FXUIHZ�RUGHUV��DQG�RWKHU
DOWHUQDWLYHV��7KH�ODZ�LV�GHVLJQHG�WR�UHGXFH�SULVRQ�RYHUFURZGLQJ�DQG�SURYLGH�RSWLRQV�IRU�GHDOLQJ�ZLWK
\RXWKIXO�RIIHQGHUV�DQG�GUXJ�DGGLFWHG�FULPLQDOV��7ZHQW\�VHYHQ�LQGLYLGXDOV�ZHUH�VHQWHQFHG�WR
FRPPXQLW\�VHUYLFH�GXULQJ�WKH�ILUVW����GD\V�DIWHU�WKH�UHIRUPV�ZHUH�LPSOHPHQWHG��7KH�JRYHUQPHQW�LV
DOVR�DFWLYHO\�FRQVLGHULQJ�WKH�HVWDEOLVKPHQW�RI�D�SDUROH�V\VWHP�DQG�D�VSHFLDOL]HG�GUXJ�FRXUW�

7KH�3URFHHGV�RI�&ULPH�$FW�RI������SURYLGHV�IRU�WKH�FRQILVFDWLRQ�RI�SURSHUW\�VKRZQ�WR�KDYH�EHHQ
GHULYHG�RU�REWDLQHG�E\�D�SHUVRQ��GLUHFWO\�RU�LQGLUHFWO\��IURP�WKH�FRPPLVVLRQ�RI�FHUWDLQ�RIIHQVHV�
LQFOXGLQJ�GUXJ�WUDIILFNLQJ�DQG�PRQH\�ODXQGHULQJ��DQG�WR�HQDEOH�ODZ�HQIRUFHPHQW�DXWKRULWLHV�WR�WUDFH
VXFK�SURFHHGV��EHQHILWV��RU�SURSHUW\��1HYHUWKHOHVV��WKHUH�ZHUH�QR�VLJQLILFDQW�DVVHW�VHL]XUHV�LQ������

%DUEDGRV�KDV�GUDIWHG�D�QDWLRQDO�SODQ�FRQFHUQLQJ�VXSSO\�DQG�GHPDQG�UHGXFWLRQ�IRU�WKH�SHULRG������
������+RZHYHU��DV�FXUUHQWO\�FRQILJXUHG��WKH�JRYHUQPHQW
V�1DWLRQDO�&RXQFLO�RQ�6XEVWDQFH�$EXVH
�1&6$��IRFXVHV�DOPRVW�HQW LUHO\�RQ�GHPDQG�UHGXFWLRQ��1&6$�DQG�YDULRXV�FRQFHUQHG�1*2V��VXFK�DV
WKH�1DWLRQDO�&RPPLWWHH�IRU�WKH�3UHYHQWLRQ�RI�$OFRKROLVP�DQG�'UXJ�'HSHQGHQF\��1&3$''���DUH�YHU\
DFWLYH�DQG�HIIHFWLYH��1&6$�ZRUNV�FORVHO\�ZLWK�1*2V�LQ�SUHYHQWLRQ�DQG�HGXFDWLRQ�HIIRUWV�DQG�VNLOOV�
WUDLQLQJ�FHQWHUV��%DUEDGRV
V�H[FHOOHQW�'�$�5�(��3URJUDP�UHPDLQHG�DFWLYH�LQ�WKH�VFKRRO�V\VWHP�DQG
FRQWLQXHG�WR�HQJDJH�SXEOLF�DQG�SULYDWH�VHFWRU�VSRQVRUV�WR�KHOS�FRQWLQXH�WKH�SURMHFW�IROORZLQJ�LWV�86*�
VXSSRUWHG�VWDUW�XS��7KH�PHQWDO�KHDOWK�KRVSLWDO�SURYLGHV�GUXJ�GHWR[LILFDWLRQ�

'RPLQLFD�VHUYHV�DV�D�WUDQVVKLSPHQW�DQG�WHPSRUDU\�VWRUDJH�DUHD�IRU�GUXJV��PRVWO\�FRFDLQH�SURGXFWV�
KHDGHG�WR�WKH�8�6��DQG�WR�(XURSH�YLD�WKH�)UHQFK�GHSDUWPHQWV�RI�0DUWLQLTXH�DQG�*XDGHORXSH��*R�IDVW
ERDWV�EULQJ�VKLSPHQWV�IURP�6W��9LQFHQW�DQG�WKH�*UHQDGLQHV��&DQQDELV�DOVR�LV�FXOWLYDWHG�LQ�'RPLQLFD�
7KH�'RPLQLFD�SROLFH�UHJXODUO\�FRQGXFW�JURXQG�EDVHG�FDQQDELV�HUDGLFDWLRQ�PLVVLRQV�LQ�UXJJHG�
PRXQWDLQRXV�DUHDV�

,Q�������'RPLQLFDQ�ODZ�HQIRUFHPHQW�DJHQFLHV�UHSRUWHG�VHL]LQJ�����JPV�RI�FUDFN�FRFDLQH�DQG����
NLORJUDPV�RI�PDULMXDQD��7KH\�HUDGLFDWHG���������FDQQDELV�SODQWV��'RPLQLFD�SROLFH�DUUHVWHG����
SHUVRQV�RQ�GUXJ�FKDUJHV�

/LNH�WKH�UHVW�RI�WKH�UHJLRQ��RIWHQ�DQWLTXDWHG�ODZV�DQG�D�MXGLFLDO�SURFHVV�WKDW�HPSKDVL]HV�ILQHV�LQ�OLHX�RI
MDLO�VHQWHQFHV��HVSHFLDOO\�IRU�IRUHLJQHUV��FRQWLQXHG�WR�XQGHUPLQH�HIIRUWV�E\�WKH�'RPLQLFD�SROLFH�WR
DUUHVW�GUXJ�WUDIILFNHUV��$FW����RI�������WLWOHG��'UXJV��3UHYHQWLRQ�RI�0LVXVH����GLUHFWV�DVVHW�IRUIHLWXUH�
'RPLQLFD�VHL]HG�D�KLJK�SHUIRUPDQFH�JR�IDVW�ERDW�DQG�RXWILWWHG�LW�DV�D�SROLFH�SXUVXLW�ERDW�LQ������

7KH�HFRQRPLF�FLWL]HQVKLS�SURJUDP��RIIVKRUH�EDQN LQJ��LQWHUQDWLRQDO�EXVLQHVV�FRUSRUDWLRQV��DQG�LQWHUQHW
JDPLQJ�DUH�OXFUDWLYH�VRXUFHV�RI�LQFRPH�IRU�WKH�JRYHUQPHQW��+RZHYHU��WKH�JRYHUQPHQW
V�UHJXODWRU\�DQG
LQYHVWLJDWLYH�FDSDELOLWLHV�DUH�QRW�DGHTXDWH�WR�SUHYHQW�DEXVH�RI�WKHVH�LQGXVWULHV��'RPLQLFDQ�FLWL]HQVKLS
FDQ�EH�SXUFKDVHG�HDVLO\��ZLWK�OLWWOH�WR�QR�EDFNJURXQG�LQYHVWLJDWLRQ�DQG�QR�UHVLGHQF\�UHTXLUHPHQW�

7KH�0LQLVWU\�RI�+HDOWK�RYHUVHHV�GUXJ�GHPDQG�UHGXFWLRQ�HIIRUWV��8QGHUIXQGHG�DQG�XQGHUVWDIIHG��WKH
0LQLVWU\�DQG�LWV�1DWLRQDO�'UXJ�3UHYHQWLRQ�8QLW�KDYH�QHYHUWKHOHVV�EHHQ�KLJKO\�VXFFHVVIXO�LQ
HVWDEOLVKLQJ�D�VHULHV�RI�FRPPXQLW\�EDVHG�GUXJ�XVH�SUHYHQWLRQ�SURJUDPV��6WDUWLQJ�DW�DJH�WKUHH�DQG
SURFHHGLQJ�WKURXJK�DJH�����VFKRRO�FKLOGUHQ�UHFHLYH�GUXJ�XVH�SUHYHQWLRQ�HGXFDWLRQ��7KH�'�$�5�(�
3URJUDP��D�FRRSHUDWLYH�HIIRUW�RI�WKH�SROLFH�IRUFH�DQG�WKH�PLQLVWU\�RI�HGXFDWLRQ��FRPSOHPHQWV�WKLV
HIIRUW�LQ�VFKRROV��7KHUH�DUH�QR�GUXJ�UHKDELOLWDWLRQ�IDFLOLWLHV�LQ�'RPLQLFD��WKH�SV\FKLDWULF�KRVSLWDO
SURYLGHV�GHWR[LILFDWLRQ�VHUYLFHV�

'RPLQLFD�LV�D�SDUW\�WR�WKH������81�6LQJOH�&RQYHQWLRQ�DQG�LWV������3URWRFRO��WKH������81
&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV��DQG�WKH������81�'UXJ�&RQYHQWLRQ��+RZHYHU��'RPLQLFD�KDV
QRW�\HW�UDWLILHG�WKH�,QWHU�$PHULFDQ�&RQYHQWLRQ�RQ�0XWXDO�/HJD O�$VVLVWDQFH�LQ�&ULPLQDO�0DWWHUV��WKH
,QWHU�$PHULFDQ�&RQYHQWLRQ�DJDLQVW�&RUUXSWLRQ��RU�WKH�,QWHU�$PHULFDQ�)LUHDUPV�&RQYHQWLRQ��'RPLQLFD
DQG�WKH�8�6��KDYH�VLJQHG�DQG�EURXJKW�LQWR�IRUFH�D�PDULWLPH�DJUHHPHQW��D�0XWXDO�/HJDO�$VVLVWDQFH
7UHDW\��0/$7���DQG�DQ�H[WUDGLWLRQ�WUHDW\��'RPLQLFD�KDV�QRW�\HW�DJUHHG�WR�H[SDQG�WKH�PDULWLPH
DJUHHPHQW�WR�LQFOXGH�RYHUIOLJKW�DXWKRULW\�

7KH�*RYHUQPHQW�RI�*UHQDGD��*2*��UHSRUWV�WKDW�WKHUH�KDV�EHHQ�DQ�LQFUHDVH�LQ�QDUFRWLFV�WUDIILFNLQJ�
SDUWLFXODUO\�FRFDLQH��WKURXJK�*UHQDGD
V�LQWHUQDWLRQDO�DLUSRUW��3ULYDWH�YHVVHOV�SDVVLQJ�WKURXJK�DQG



VWRSSLQJ�LQ�*UHQDGD
V�FRDVWDO�ZDWHUV�HQ�URXWH�WR�8�6��DQG�RWKHU�PDUNHWV�DUH�XVHG�WR�WUDQVSRUW�ODUJHU
TXDQWLWLHV��*UHQDGD�LV�D�SDUW\�WR�WKH������81�6LQJOH�&RQYHQWLRQ�DQG�LWV������3URWRFRO��WKH������81
&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV��DQG�WKH������81�'UXJ�&RQYHQWLRQ��*UHQDGD�KDV�QHLWKHU
VLJQHG�QRU�UDWLILHG�WKH�,QWHU�$PHULFDQ�&RQYHQWLRQ�RQ�0XWXDO�/HJDO�$VVLVWDQFH�LQ�/HJDO�0DWWHUV�RU�WKH
,QWHU�$PHULFDQ�&RQYHQWLRQ�DJDLQVW�&RUUXSWLRQ��*UHQDGD�KDV�VLJQHG�EXW�QRW�\HW�UDWLILHG�WKH�,QWHU�
$PHULFDQ�)LUHDUPV�&RQYHQWLRQ�

7KH�*2*�DQG�WKH�86*�VLJQHG�D�PDULWLPH�ODZ�HQIRUFHPHQW�FRRSHUDWLRQ�DJUHHPHQW�LQ������DQG�DQ
RYHUIOLJKW�DPHQGPHQW�WR�WKH�PDULWLPH�DJUHHPHQW�LQ�������7KH�*2*�DQG�WKH�86*�KDYH�DOVR�EURXJKW
LQWR�IRUFH�DQ�H[WUDGLWLRQ�WUHDW\�DQG�D�0XWXDO�/HJDO�$VVLVWDQFH�7UHDW\��0/$7��

*UHQDGD�KDV�DQ�DFWLYH�DQG�JURZLQJ�RIIVKRUH�ILQDQFLDO�VHFWRU�ZLWK�RIIVKRUH�EDQNV��LQWHUQDWLRQDO
EXVLQHVV�FRUSRUDWLRQV��DQG�DQ�HFRQRPLF�FLWL]HQVKLS�SURJUDP��EXW�ZLWK�RQO\�D�PLQLPDO�UHJXODWRU\�VWDII�
7KH�*UHQDGD�)LQDQFLDO�6HUYLFHV�$XWKRULW\�ZKLFK�ZDV�HVWDEOLVKHG�LQ������WR�RYHUVHH�WKH�RIIVKRUH
ILQDQFLDO�VHFWRU�KDV�EHHQ�ODUJHO\�LQHIIHFWLYH�WR�GDWH��EXW�UHFHQWO\�LQVWDOOHG�QHZ�OHDGHUVKLS�FRXOG
LQFUHDVH�WKH�FDSDFLW\�DQG�HIIHFWLYHQHVV�RI�WKH�DJHQF\��6HULRXV�TXHVWLRQV�UHPDLQ��KRZHYHU��DV�WR
*UHQDGD
V�ZLOO�DQG�DELOLW\�WR�SHUIRUP�GXH�GLOLJHQFH�RQ�DSSOLFDQWV�DQG�RWKHUZLVH�SURSHUO\�UHJXODWH�WKLV
VHFWRU���6HH�WKH�PRQH\�ODXQGHULQJ�VHFWLRQ�RI�WKLV�UHSRUW���7KH�3URFHHGV�RI�&ULPH�$FW�UHTXLUHV�D
FRQYLFWLRQ�EHIRUH�DVVHWV�FDQ�EH�IRUIHLWHG��WKRXJK�DVVHWV�FDQ�EH�VHL]HG�DQG�KHOG�SULRU�WR�FRQYLFWLRQ�

7KH�0LQLVWU\�RI�(GXFDWLRQ
V�'UXJ�3UHYHQWLRQ�8QL W�LV�DFWLYH��:LWK�WKH�DFWLYH�LQYROYHPHQW�RI�PDQ\
JRYHUQPHQW�DJHQFLHV��WKH�1DWLRQDO�'UXJ�$YRLGDQFH�&RPPLWWHH�NHHSV�GUXJ�SUHYHQWLRQ�WKHPHV�EHIRUH
WKH�SXEOLF��7KH�SROLFH�DQG�WKH�*2*�DW�WKH�KLJKHVW�OHYHOV�DFWLYHO\�VXSSRUW�WKH�FRPPLWWHH��'UXJ�XVH
SUHYHQWLRQ�HGXFDWLRQ�LV�LQFRUSRUDWHG�LQWR�DOO�OHYHOV�RI�WKH�HGXFDWLRQDO�FXUULFXOXP�RI����SULPDU\
VFKRROV��7KH�'�$�5�(��3URJUDP�FRQWLQXHV�WR�IXQFWLRQ�ZHOO��*UHQDGD 
V�RQH����EHG�GUXJ�DQG�DOFRKRO
WUHDWPHQW�FHQWHU�FRQWLQXHV�WR�UHFHLYH�DERXW����SDWLHQWV�SHU�\HDU��0RVW�SDWLHQWV�DUH�DGPLWWHG�IRU
DOFRKRO�DEXVH��DOO�WUHDWPHQW�FRVWV�DUH�ERUQH�E\�WKH�JRYHUQPHQW��7KH�SV\FKLDWULF�KRVSLWDO�DOVR�SURYLGHV
GUXJ�GHWR[LILFDWLRQ�

/DZ�HQIRUFHPHQW�DJHQFLHV�LQ�*UHQDGD�FRRSHUDWH�ZHOO�RQ�GUXJ�FRQWURO��7KH\�PHHW�UHJXODUO\�WR�SODQ
MRLQW�RSHUDWLRQV��WKHUHE\�PD[LPL]LQJ�DYDLODEOH�DVVHWV��*UHQDGLDQ�DXWKRULWLHV�UHSRUWHG�VHL]LQJ
DSSUR[LPDWHO\����NLORJUDPV�RI�FRFDLQH�DQG�����NLORJUDPV�RI�PDULMXDQD�LQ�������7KH\�DUUHVWHG����
SHUVRQV�RQ�GUXJ�FKDUJHV�DQG�HUDGLFDWHG�������FDQQDELV�SODQWV��1R�ODUJH�VFDOH�WUDIILFNHUV�ZHUH�DUUHVWHG
LQ������

6W��.LWWV�DQG�1HYLV�LV�D�UHJXODU�WUDQVVKLSPHQW�FHQWHU�IRU�FRFDLQH�IURP�6RXWK�$PHULFD�WR�WKH�8�6��'UXJV
DUH�WUDQVIHUUHG�RXW�RI�6W��.LWWV�DQG�1HYLV�SULPDULO\�YLD�VPDOO�VDLOERDWV��ILVKLQJ�ERDWV��DQG�JR�IDVW�ERDWV
ERXQG�IRU�3XHUWR�5LFR�DQG�WKH�8�6��9LUJLQ�,VODQGV��7UDIILFNLQJ�RUJDQL]DWLRQV�RSHUDWLQJ�LQ�6W��.LWWV�DUH
OLQNHG�GLUHFWO\�WR�6RXWK�$PHULFDQ�WUDIILFNHUV�DQG�RWKHU�RUJDQL]HG�FULPH�JURXSV��DQG�DSSHDU�KLJKO\
RUJDQL]HG��%HFDXVH�ORFDO�WUDIILFNHUV�DUH�SDLG�ZLWK�GUXJV��ZKLFK�WKH\�WKHQ�VHOO�ORFDOO\��ORFDO�GUXJ�XVH�
HVSHFLDOO\�RI�FUDFN�FRFDLQH��LV�LQFUHDVLQJ�

7KH�86*�VLQFH�0D\������KDV�VRXJKW�WKH�H[WUDGLWLRQ�RI�WKUHH�SURPLQHQW�GUXJ�WUDIILFNHUV�ZDQWHG�LQ�WKH
8�6��RQ�GUXJ�WUDIILFNLQJ�FKDUJHV��,Q�2FWREHU�������D�PDJLVWUDWH�LQLWLDOO\�UXOHG�DJDLQVW�WKH�H[WUDGLWLRQ�
$Q�DSSHDOV�MXGJH�RUGHUHG�WKH�PDJLVWUDWH�WR�UHFRQVLGHU�KLV�GHFLVLRQ�WR�GHQ\�WKH�H[WUDGLWLRQV�LQ�$SULO
������QRWLQJ�WKDW�VXIILFLHQW�HYLGHQFH�H[LVWHG�WR�WU\�WKH�GHIHQGDQWV��'HVSLWH�WKH�DSSHOODWH�FRXUW
V�RUGHU�
WKH�PDJLVWUDWH�UHIXVHG�WR�UHYHUVH�KLV�LQLWLDO�GHFLVLRQ��DUJXLQJ�WKDW�WKH�RULJLQDO�RUGHU�VWRRG�EHFDXVH�WKH
KLJKHU�FRXUW�MXGJH�KDG�QRW�TXDVKHG�KLV�RULJLQDO�RUGHU��7KH�86*�DJDLQ�DSSHDOHG�WKH�PDJLVWUDWH
V
GHFLVLRQ��DQG�LQ�-DQXDU\������D�KLJK�FRXUW�MXGJH�DQQRXQFHG�KLV�GHFLVLRQ�WR�TXDVK�WKH�ORZHU�FRXUW
V
2FWREHU������DQG�-DQXDU\������GHQLDOV�RI�WKH�86*�H[WUDGLWLRQ�UHTXHVWV��7KH�GHIHQGDQWV�WKHQ�ILOHG
QRWLFH�RI�WKHLU�LQWHQW�WR�DSSHDO�WKH�KLJK�FRXUW
V�GHFLVLRQ�WR�WKH�3ULY\�&RXQFLO��WKH�ODVW�FRXUW�RI�DSSHDO
IRU�WKH�(QJOLVK�VSHDNLQJ�&DULEEHDQ��'XH�WR�WHFKQLFDO�SUREOHPV�ZLWK�FRXUW�UHFRUGV��WKH�3ULY\�&RXQFLO
KDV�QRW�\HW�KHDUG�WKH�FDVH�

,Q�ODWH�)HEUXDU\�������RQH�RI�WKH�WKUHH�GHIHQGDQWV�DSSHDUHG�EHIRUH�D�PDJLVWUDWH��ZDLYHG�KLV�ULJKWV��DQG
VWDWHG�KLV�ZLOOLQJQHVV�WR�VXUUHQGHU�WR�8�6��DXWKRULWLHV��$�)ORULGD�MXU\�FRQYLFWHG�KLP�RI�WZR�IHORQ\
WUDIILFNLQJ�FKDUJHV�RQ�'HFHPEHU����������7KH�86*�H[WUDGLWLRQ�UHTXHVW�IRU�WKH�RWKHU�WZR�GHIHQGDQWV�LV
SHQGLQJ�

7KH�*RYHUQPHQW�RI�6W��.LWWV�DQG�1HYLV��*26.1��KDV�PDGH�QR�HIIRUW�VLQFH������WR�VHHN�WKH
FRQYLFWLRQ�RI�WKH�DVVDVVLQ�RI�6XSHULQWHQGHQW�RI�3ROLFH�-XGH�0DWWKHZ��$�VXVSHFW�LQ�WKLV�GUXJ�UHODWHG
FDVH�KDV�EHHQ�WULHG�WKUHH�WLPHV�VLQFH�WKH������NLOOLQJ��DQG�QRQH�RI�WKH�MXULHV�KDYH�YRWHG�IRU
FRQYLFWLRQV��'XULQJ�WKH�WKLUG�WULDO��ZKLFK�HQGHG�LQ�-XQH�������VL[�SHRSOH��LQFOXGLQJ�RQH�RI�WKH�WKUHH
PHQ�WKH�8�6��VRXJKW�WR�H[WUDGLWH��ZHUH�DUUHVWHG�DQG�FKDUJHG�ZLWK�MXU\�WDPSHULQJ��7KH�FDVHV�DJDLQVW
WKHP�ZHUH�RUGHUHG�WR�EH�GURSSHG�IRU�SURFHGXUDO�UHDVRQV�



6W��.LWWV�DQG�1HYLV�LV�SDUW\�WR�WKH������81�6LQJOH�&RQYHQWLRQ�DQG�LWV������3URWRFRO��WKH������81
&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV��DQG�WKH������81�'UXJ�&RQYHQWLRQ��7KH�*26.1�KDV
QHLWKHU�VLJQHG�QRU�UDWLILHG�WKH�,QWHU�$PHULFDQ�&RQYHQWLRQ�RQ�0XWXDO�/HJDO�$VVLVWDQFH�LQ�/HJDO�0DWWHUV
RU�WKH�,QWHU�$PHULFDQ�&RQYHQWLRQ�DJDLQVW�&RUUXSWLRQ��7KH�*26.1�KDV�VLJQHG�EXW�QRW�\HW�UDWLILHG�WKH
,QWHU�$PHULFDQ�)LUHDUPV�&RQYHQWLRQ��7KH�*26.1�VLJQHG�D�PDULWLPH�ODZ�HQIRUFHPHQW�FRRSHUDWLRQ
DJUHHPHQW�ZLWK�WKH�8�6��LQ�������DQG�DQ�RYHUIOLJKW�DPHQGPHQW�WR�WKH�PDULWLPH�DJUHHPHQW�LQ�������,Q
������WKH�86*�DQG�WKH�*26.1�EURXJKW�LQWR�IRUFH�H[WUDGLWLRQ�DQG�PXWXDO�OHJDO�DVVLVWDQFH�WUHDWLHV�

6W��.LWWV�DQG�1HYLV�GHYHORSHG�D�PDVWHU�SODQ�IRU�GUXJ�FRQWURO�LQ�������,PSOHPHQWDWLRQ�RI�WKH�SODQ�ZDV
SUREOHPDWLF��ODUJHO\�GXH�WR�EXGJHWDU\�SUREOHPV��7KH�SODQ�ZDV�UHILQHG�DQG�VXEPLWWHG�WR�SDUOLDPHQW�LQ
'HFHPEHU������

7KH�*26.1�'HIHQFH�)RUFH��ZKLFK�ZDV�UHHVWDEOLVKHG�LQ������DIWHU�D����\HDU�KLDWXV��FRQWLQXHG�WR
DXJPHQW�WKH�SROLFH
V�DQWLQDUFRWLFV�HIIRUWV��SDUWLFXODUO\�LQ�FDQQDELV�HUDGLFDWLRQ�RSHUDWLRQV��$�QHZ
1DWLRQDO�-RLQW�+HDGTXDUWHUV��1+4��ZDV�LQDXJXUDWHG�LQ�������7KH�1+4�VHUYHV�DV�FRPPXQLFDWLRQV
DQG�FRRSHUDWLRQ�KXE�IRU�YDULRXV�ODZ�HQIRUFHPHQW�HQWLWLHV�LQ�WKH�WZLQ�LVODQG�IHGHUDWLRQ��+RZHYHU��WKH
UHGXFWLRQ�RI�WKH�RQFH�HIIHFWLYH�.LWWLWLDQ�GUXJ�VTXDG�IURP����PHPEHUV�LQ������WR�HLJKW�PHPEHUV�E\�WKH
HQG�RI������XQGHUPLQHG�WKH�*26.1
V�DQWLQDUFRWLFV�HIIRUWV�

*26.1�RIILFLDOV�UHSRUWHG�VHL]LQJ����NLORJUDPV�RI�FRFDLQH�DQG�����NLORJUDPV�RI�PDULMXDQD�LQ������
7KH\�DUUHVWHG����SHRSOH�RQ�GUXJ�FKDUJHV�DQG�HUDGLFDWHG��������FDQQDELV�SODQWV�

7KH�KLJK�GHJUHH�RI�GUXJ�WUDIILFNLQJ�DFWLYLW\�WKURXJK�DQG�DURXQG�6W��.LWWV�DQG�1HYLV�DQG�WKH�SUHVHQFH�RI
NQRZQ�WUDIILFNHUV�LQ�6W��.LWWV�SODFH�WKLV�VPDOO�FRXQWU\�DW�JUHDW�ULVN�IRU�FRUUXSWLRQ�DQG�PRQH\�ODXQGHULQJ
DFWLYLW\���6HH�0RQH\�/DXQGHULQJ�VHFWLRQ��

6W��/XFLD�KDV�H[SHULHQFHG�D�UDSLG�LQFUHDVH�LQ�FRFDLQH�WUDIILFNLQJ�RYHU�WKH�SDVW�ILYH�\HDUV��,QWHUQDWLRQDO
QDUFRWLFV�WUDIILFNHUV�DUH�DFWLYH�LQ�6W��/XFLD��ZRUNLQJ�ZLWK�ORFDO�WUDQVVKLSSHUV�WR�VWRFNSLOH�FRFDLQH
DZDLWLQJ�RQZDUG�VKLSPHQW��0XFK�RI�WKLV�FRFDLQH�FRPHV�IURP�&RORPELD�WKURXJK�9HQH]XHOD��HLWKHU
GLUHFWO\�RU�YLD�7ULQLGDG�DQG�7REDJR��RU�WR�D�OHVVHU�H[WHQW�6W��9LQFHQW�DQG�WKH�*UHQDGLQHV��7KH�FRFDLQH
LV�WKHQ�PRYHG�WR�0DUWLQLTXH�RU�'RPLQLFD�DQG�RQ�WR�(XURSH�DQG�WKH�8�6��0XFK�RI�WKH�FRFDLQH�HQWHUV
6W��/XFLD�DW�RU�QHDU�LWV�VRXWKHUQ�PRVW�SRUW�RI�9LHX[�)RUW��'UXJV�DUH�FRPPRQO\�VPXJJOHG�RQWR�6W�
/XFLD
V�UXJJHG�FRDVWOLQH�WKURXJK�RIIVKRUH�DLUGURSV�IROORZHG�E\�VPDOO�ERDW�WUDQVSRUW�WR�VHDVLGH�FDFKHV�
6RPH�PDULMXDQD�LV�FXOWLYDWHG��PRVWO\�IRU�ORFDO�FRQVXPSWLRQ��7KH�*RYHUQPHQW�RI�6W��/XFLD��*26/��KDV
D�JRRG�UHFRUG�RQ�FRXQWHUQDUFRWLFV�FRRSHUDWLRQ�DQG�LV�JHQHUDOO\�GHHPHG�RQH�RI�WKH�86*
V�PRVW
HIIHFWLYH�ODZ�HQIRUFHPHQW�SDUWQHUV�LQ�WKH�/HVVHU�$QWLOOHV�

7KH�*26/�UHSRUWHG�VHL]LQJ�����NLORJUDPV�RI�FRFDLQH�DQG�������NLORJUDPV�RI�PDULMXDQD�LQ�������7KH\
DUUHVWHG�����SHUVRQV�RQ�GUXJ�FKDUJHV�DQG�HUDGLFDWHG���������FDQQDELV�SODQWV��7KH�86*�DQG�WKH
*26/�FRRSHUDWH�H[WHQVLYHO\�RQ�ODZ�HQIRUFHPHQW�PDWWHUV�

/DZ�1XPEHU����RI�������HQWLWOHG��'UXJV�3UHYHQWLRQ�RI�0LVXVH�$FW���SHUPLWV�DVVHW�IRUIHLWXUH�DIWHU
FRQYLFWLRQ��7KH�ODZ�GLUHFWV�WKH�IRUIHLWHG�SURFHHGV�WR�EH�DSSOLHG�WR�WUHDWPHQW��UHKDELOLWDWLRQ��HGXFDWLRQ
DQG�SUHYHQWDWLYH�PHDVXUHV�UHODWHG�WR�GUXJ�DEXVH��+RZHYHU��WKHUH�ZHUH�QR�VLJQLILFDQW�DVVHW�IRUIHLWXUHV
LQ�������1RU�ZHUH�DQ\�PDMRU�GUXJ�WUDIILFNHUV�DUUHVWHG�LQ������

6W��/XFLD�LV�D�SDUW\�WR�WKH������81�6LQJOH�&RQYHQWLRQ�DQG�LWV������3URWRFRO�DQG�WKH������81�'UXJ
&RQYHQWLRQ��6W��/XFLD�KDV�QRW�DFFHGHG�WR�WKH������81�&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV��7KH
*26/�KDV�QHLWKHU�VLJQHG�QRU�UDWLILHG�WKH�,QWHU�$PHULFDQ�&RQYHQWLRQ�DJDLQVW�&RUUXSWLRQ�RU�WKH�,QWHU�
$PHULFDQ�&RQYHQWLRQ�RQ�0XWXDO�$VVLVWDQFH�LQ�&ULPLQDO�0DWWHUV��7KH�*26/�KDV�VLJQHG�EXW�QRW�\HW
UDWLILHG�WKH�,QWHU�$PHULFDQ�&RQYHQWLRQ�DJDLQVW�)LUHDUPV�

7KH�*26/�VLJQHG�D�PDULWLPH�DJUHHPHQW�ZLWK�WKH�86*�LQ������DQG�DQ�RYHUIOLJKW�DPHQGPHQW�WR�WKH
PDULWLPH�DJUHHPHQW��,Q�)HEUXDU\�������WKH�8�6��DQG�6W��/XFLD�H[FKDQJHG�LQVWUXPHQWV�RI�UDWLILFDWLRQ
ZKLFK�EURXJKW�WKH�0/$7�DQG�H[WUDGLWLRQ�WUHDWLHV�LQWR�IRUFH�

6W��/XFLD�KDV�LQVWLWXWHG�D�FHQWUDOL]HG�DXWKRULW\��WKH�6XEVWDQFH�$EXVH�$GYLVRU\�&RXQFLO�6HFUHWDULDW��WR
FRRUGLQDWH�WKH�JRYHUQPHQW
V�QDWLRQDO�DQWLGUXJ�DQG�VXEVWDQFH�DEXVH�VWUDWHJ\��9DULRXV�FRPPXQLW\
JURXSV��SDUWLFXODUO\�WKH�SROLFH�SXEOLF�UHODWLRQV�RIILFH��FRQWLQXH�WR�EH�DFWLYH�LQ�GUXJ�XVH�SUHYHQWLRQ
HIIRUWV��ZLWK�D�SDUWLFXODU�IRFXV�RQ�\RXWK��6W��/XFLD�RIIHUV�GUXJ�WUHDWPHQW�DQG�UHKDELOLWDWLRQ�DW�DQ�LQ�
SDWLHQW�IDFLOLW\�NQRZQ�DV�7XUQLQJ�3RLQW��UXQ�E\�WKH�0LQLVWU\�RI�+HDOWK��7KH�6W��/XFLDQ�SROLFH�UHSRUW
WKDW�WKH�'�$�5�(��3URJUDP�KDV�EHHQ�H[WUHPHO\�VXFFHVVIXO�

6W��9LQFHQW�DQG�WKH�*UHQDGLQHV�LV�WKH�ODUJHVW�SURGXFHU�RI�PDULMXDQD�LQ�WKH�HDVWHUQ�&DULEEHDQ�DQG�WKH
VRXUFH�IRU�PXFK�RI�WKH�PDULMXDQD�XVHG�LQ�WKH�UHJLRQ��,Q�WKH�LQDFFHVVLEOH �QRUWKHUQ�KDOI�RI�6W��9LQFHQW�
H[WHQVLYH�WUDFWV�DUH�XQGHU�LQWHQVLYH�PDULMXDQD�FXOWLYDWLRQ��%HFDXVH�RI�WKH�FRXQWU\
V�VPDOO�VL]H�



FXOWLYDWLRQ�GRHV�QRW�UHDFK�WKH�OHYHO�RI�������KHFWDUHV�WKDW�WKH�)RUHLJQ�$VVLVWDQFH�$FW�UHTXLUHV�IRU�D
FRXQWU\�WR�EH�GHVLJQDWHG�DV�D�PDMRU�GUXJ�SURGXFHU��QRU�GRHV�LW�VLJQLILFDQWO\�DIIHFW�WKH�8�6��$V�VXFK�
GHVSLWH�WKH�SHUYDVLYH�LQIOXHQFH�RI�WKH�GUXJ�WUDGH��6W��9LQFHQW�LV�QRW�GHVLJQDWHG�D�PDMRU�GUXJ�WUDQVLW
FRXQWU\�XQGHU�WKH�)RUHLJQ�$VVLVWDQFH�$FW��&RPSUHVVHG�PDULMXDQD�LV�VHQW�IURP�6W��9LQFHQW�WR
QHLJKERULQJ�LVODQGV�YLD�SULYDWH�YHVVHOV��6W��9LQFHQW�DQG�WKH�*UHQDGLQHV�KDV�DOVR�EHFRPH�D�VWRUDJH�DQG
WUDQVVKLSPHQW�SRLQW�IRU�QDUFRWLFV��PRVWO\�FRFDLQH��WUDQVIHUUHG�IURP�7ULQLGDG�DQG�7REDJR�DQG�6RXWK
$PHULFD�RQ�JR�IDVW�DQG�LQWHU�LVODQG�FDUJR�ERDWV�

7KH�LOOHJDO�GUXJ�WUDGH�KDV�LQILOWUDWHG�WKH�HFRQRP\�RI�6W��9LQFHQW�DQG�WKH�*UHQDGLQHV�DQG�PDGH�VRPH
VHJPHQWV�RI�WKH�SRSXODWLRQ�GHSHQGHQW�RQ�PDULMXDQD�SURGXFWLRQ�DQG�WUDIILFNLQJ��7KRXJK�WKH\
DFNQRZOHGJH�WKH�GHSHQGHQFH��PDQ\�9LQFHQWLDQV�KDYH�EHHQ�UHOXFWDQW�WR�DFNQRZOHGJH�WKH�QHJDWLYH
HIIHFWV�RI�WKH�GUXJ�WUDGH��D�GHFOLQH�LQ�FLYLO�VRFLHW\��GUXJ�DGGLFWLRQ��UHGXFHG�ZRUNHU�SURGXFWLYLW\��YLROHQW
EHKDYLRU��PXUGHUV�UHODWHG�WR�GUXJ�WUDIILFNLQJ��GLVDSSHDUDQFHV��DQG�LQFUHDVHG�JHQHUDO�FULPLQDO�DFWLYLW\�

,Q�������*RYHUQPHQW�RI�6W��9LQFHQW�DQG�WKH�*UHQDGLQHV��*269*��RIILFLDOV�UHSRUWHG�VHL]LQJ�����
NLORJUDPV�RI�FRFDLQH�DQG���������NLORJUDPV�RI�PDULMXDQD��7KH\�DUUHVWHG�����SHUVRQV�RQ�GUXJ�UHODWHG
FKDUJHV�DQG�HUDGLFDWHG��������FDQQDELV�SODQWV��:LWK�LQVXIILFLHQW�UHVRXUFHV��WKH�SROLFH��FXVWRPV��DQG
FRDVW�JXDUG�WU\�WR�FRQWURO�WKH�UXJJHG�WHUUDLQ�DQG�DGMDFHQW�VHD�RI�6W��9LQFHQW�DQG�WKH�FKDLQ�RI�LVODQGV
PDNLQJ�XS�WKH�*UHQDGLQHV��7KHLU�UHDFWLRQ�FDSDELOLW\�LV�OLPLWHG��1R�PDMRU�WUDIILFNHUV�ZHUH�DUUHVWHG�DQG
QR�VLJQLILFDQW�DVVHWV�VHL]HG�LQ������

6W��9LQFHQW�DQG�WKH�*UHQDGLQHV�LV�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��,W�KDV�QRW�DFFHGHG�WR�WKH
81�&RQYHQWLRQV�RI������DQG�������7KH�*269*�KDV�QHLWKHU�VLJQHG�QRU�UDWLILHG�WKH�,QWHU�$PHULFDQ
&RQYHQWLRQ�DJDLQVW�&RUUXSWLRQ�RU�WKH�,QWHU�$PHULFDQ�&RQYHQWLRQ�RQ�0XWXDO�$VVLVWDQFH�LQ�&ULPLQDO
0DWWHUV��7KH�*269*�KDV�VLJQHG�EXW�QRW�\HW�UDWLILHG�WKH�,QWHU�$PHULFDQ�&RQYHQWLRQ�DJDLQVW�)LUHDUPV�
7KH�*269*�VLJQHG�D�PDULWLPH�DJUHHPHQW�ZLWK�WKH�86*�LQ�������EXW�LW�KDV�QRW�\HW�VLJQHG�DQ
RYHUIOLJKW�DPHQGPHQW�WR�WKH�PDULWLPH�DJUHHPHQW��7KH�*269*�VLJQHG�DQ�H[WUDGLWLRQ�WUHDW\�LQ������
DQG�DQ�0/$7�LQ�-DQXDU\�������ERWK�RI�ZKLFK�ZHUH�EURXJKW�LQWR�IRUFH�LQ�6HSWHPEHU������

$Q�DGYLVRU\�FRXQFLO�RQ�GUXJ�DEXVH�DQG�SUHYHQWLRQ��PDQGDWHG�E\�VWDWXWH��KDV�EHHQ�LQDFWLYH�IRU�VHYHUDO
\HDUV��7KH�JRYHUQPHQW�PHQWDO�KRVSLWDO�SURYLGHV�GUXJ�GHWR[LILFDWLRQ��EXW�QR�LQ�SDWLHQW�GUXJ
UHKDELOLWDWLRQ�VHUYLFHV�H[LVW��7KH�IDPLO\�OLIH�FXUULFXOXP�LQ�WKH�VFKRROV�LQFOXGHV�GUXJ�SUHYHQWLRQ
HGXFDWLRQ��DQG�VHOHFWHG�VFKRROV�FRQWLQXH�WR�UHFHLYH�ZDUPO\�WKH�SROLFH�UXQ�'�$�5�(��3URJUDP��KHOSLQJ
WR�RYHUFRPH�D�JHQHUDO�ODFN�RI�SXEOLF�WUXVW�LQ�WKH�SROLFH��0DULRQ�+RXVH��DQ�1*2��RIIHUV�GUXJ
FRXQVHOLQJ�LQ�6W��9LQFHQW�DQG�KDV�GHYHORSHG�ZRUWKZKLOH�LQLWLDWLYHV�LQ�SULVRQ�RIILFHU�WUDLQLQJ�DQG
SULVRQHU�UHKDELOLWDWLRQ�
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0DUWLQLTXH��*XDGHORXSH��WKH�)UHQFK�VLGH�RI�6W��0DUWLQ��6W��%DUWKHOHP\��DQG�)UHQFK�*XLDQD�DUH�VXEMHFW
WR�)UHQFK�ODZ��LQFOXGLQJ�DOO�LQWHUQDWLRQDO�FRQYHQWLRQV�WR�ZKLFK�)UDQFH�LV�D�SDUW\��:LWK�WKH�UHVRXUFHV�RI
)UDQFH�EHKLQG�WKHP��WKH�)UHQFK�&DULEEHDQ�'HSDUWPHQWV�DQG�)UHQFK�*XLDQD�DUH�PHHWLQJ�WKH�JRDOV�DQG
REMHFWLYHV�RI�WKH������81�'UXJ�&RQYHQWLRQ��7KH�3ROLFH�-XGLFLDLUH��*HQGDUPHULH��DQG�)UHQFK�&XVWRPV
6HUYLFH�WRJHWKHU�SOD\�D�PDMRU�UROH�LQ�QDUFRWLFV�ODZ�HQIRUFHPHQW�LQ�)UDQFH
V�RYHUVHDV�GHSDUWPHQWV��MXVW
DV�WKH\�GR�LQ�WKH�RWKHU�SDUWV�RI�)UDQFH��6RXWK�$PHULFDQ�FRFDLQH�PRYHV�WKURXJK�WKH�)UHQFK�&DULEEHDQ
DQG�IURP�)UHQFK�*XLDQD�WR�(XURSH�DQG��WR�D�OHVVHU�H[WHQW��WR�WKH �8�6��$OWKRXJK�HYLGHQFH�LQ������GLG
QRW�VXSSRUW�D�ILQGLQJ�WKDW�GUXJV�HQWHULQJ�WKH�8�6��IURP�WKH�)UHQFK�&DULEEHDQ�KDG�D�VLJQLILFDQW�HIIHFW�RQ
WKH�8�6���WKH�8�6��FRQVLGHUV�WKH�EURDG�JHRJUDSKLFDO�DUHD�RI�WKH�HDVWHUQ�DQG�VRXWKHUQ�&DULEEHDQ��RI
ZKLFK�WKH�)UHQFK�&DULEEHDQ�LV�D�SDUW��DV�DQ�DUHD�RI�FRQFHUQ�WR�EH�NHSW�XQGHU�REVHUYDWLRQ��$�VPDOO
DPRXQW�RI�FDQQDELV�LV�FXOWLYDWHG�LQ�)UHQFK�*XLDQD�

,Q�'HFHPEHU����� ��)UHQFK�&XVWRPV�VHL]HG�PRUH�WKDQ��������HFVWDV\�SLOOV��ZRUWK�DSSUR[LPDWHO\����
PLOOLRQ�)UDQFV��DW�WKH�3RLQWH�D�3LWUH�DLUSRUW��*XDGHORXSH��DQG�SODFHG�WZR�WUDIILFNHUV�LQ�FXVWRG\�
:HLJKLQJ�QHDUO\�ILYH�NLORJUDPV��WKLV�VHL]XUH�RI�HFVWDV\�ZDV�WKH�ODUJHVW�HYHU�LQ�*XDGHORXSH��7KH�GUXJV
RULJLQDWHG�LQ�$PVWHUGDP�DQG�ZHUH�LQWHQGHG�IRU�WKH�$PHULFDQ�PDUNHW�

,Q�DGGLWLRQ�WR�WKH�DJUHHPHQWV�DQG�WUHDWLHV�GLVFXVVHG�LQ�WKH�UHSRUW�RQ�)UDQFH��86*�DQG�*2)
FRXQWHUQDUFRWLFV�FRRSHUDWLRQ�LQ�WKH�&DULEEHDQ�LV�HQKDQFHG�E\�D�PXOWLODWHUDO�&DULEEHDQ�FXVWRPV�PXWXDO
DVVLVWDQFH�DJUHHPHQW�ZKLFK�SURYLGHV�IRU�LQIRUPDWLRQ�VKDULQJ�WR�HQIRUFH�FXVWRPV�ODZV��LQFOXGLQJ�WKRVH
UHODWHG�WR�GUXJ�WUDIILFNLQJ��7KH�DVVLJQPHQW�RI�D�)UHQFK�*HQGDUPHULH�OLDLVRQ�RIILFHU�WR�WKH�8�6��-RLQW
,QWHUDJHQF\�7DVN�)RUFH�(DVW��-,$7)�(DVW��DW�.H\�:HVW��)ORULGD�KDV�D OVR�HQKDQFHG�ODZ�HQIRUFHPHQW
FRRSHUDWLRQ�LQ�WKH�&DULEEHDQ��7KH�86*�DQG�WKH�*2)�KDYH�EHHQ�H[SORULQJ�D�SRVVLEOH�FRXQWHUQDUFRWLFV
PDULWLPH�DJUHHPHQW�IRU�WKH�&DULEEHDQ�IRU�VHYHUDO�\HDUV��DQG�WKH�86*�VWLOO�DZDLWV�D�UHVSRQVH�IURP�WKH
*2)�RQ�ODQJXDJH�SURSRVHG�E\�WKH�86*�LQ�������3HQGLQJ�VXFK�DQ�DJUHHPHQW��8�6��DQG�)UHQFK
DXWKRULWLHV�KDYH�PDLQWDLQHG�JRRG�RSHUDWLRQDO�UHODWLRQV�LQ�WKH�&DULEEHDQ�DQG�KDYH�SDUWLFLSDWHG�LQ�MRLQW



LQWHUGLFWLRQ�RSHUDWLRQV�LQ�WKH�DUHD�

,Q�0DUWLQLTXH��WKH�)UHQFK�,QWHUPLQLVWHULDO�'UXJ�&RQWURO�7UDLQLQJ�&HQWHU��&,)$'��RIIHUV�WUDLQLQJ�LQ
)UHQFK��6SDQLVK��DQG�(QJOLVK�WR�WKH�&DULEEHDQ�DQG�&HQWUDO�DQG�6RXWK�$PHULFD��FRYHULQJ�VXFK�VXEMHFWV
DV�PRQH\�ODXQGHULQJ�DQG�SUHFXUVRU�FKHPLFDOV��PXWXDO�OHJDO�DVVLVWDQFH�DQG�LQWHUQDWLRQDO�OHJDO
FRRSHUDWLRQ��FRDVW�JXDUG�WUDLQLQJ��FXVWRPV�YDOXDWLRQ��DQG�GUXJ�FRQWURO�LQ�D LUSRUWV��&,)$'�FRRUGLQDWHV
LWV�WUDLQLQJ�DFWLYLWLHV�ZLWK�WKH�81'&3��2$6�&,&$'��DQG�LQGLYLGXDO�GRQRU�QDWLRQV��8�6��&XVWRPV
RIILFHUV�SHULRGLFDOO\�WHDFK�DW�&,)$'�

)UDQFH�VXSSRUWV�(XURSHDQ�8QLRQ�LQLWLDWLYHV�UHJDUGLQJ�FRXQWHUQDUFRWLFV�DVVLVWDQFH�WR�WKH�&DULEEHDQ�
7KH�(8�DQG�LWV�PHPEHU�VWDWHV��WKH�8�6���DQG�RWKHU�LQGLYLGXDO�DQG�PXOWLQDWLRQDO�GRQRUV�DUH
FRRUGLQDWLQJ�WKHLU�DVVLVWDQFH�SURJUDPV�FORVHO\�WKURXJK�HVWDEOLVKHG�PLQL�'XEOLQ�JURXSV�LQ�WKH�UHJLRQ
DQG�WKURXJK�ELODWHUDO�DQG�PXOWLODWHUDO�GLVFXVVLRQV��7KH�*2)�SURYLGHV�WKH�VDODU\�DQG�VXSSRUW�FRVWV�IRU
WKH�'HSXW\�'LUHFWRU�RI�WKH�&DULEEHDQ�)LQDQFLDO�$FWLRQ�7DVN�)RUFH��&)$7)���ZKR�LV�)UHQFK��DQG
SDUWLFLSDWHV�DFWLYHO\�LQ�&)$7)�DV�D�FRRSHUDWLQJ�DQG�VXSSRUWLQJ�QDWLRQ��&2681��

Guyana

,��6XPPDU\

*X\DQD�LV�D�WUDQVVKLSPHQW�SRLQW�IRU�6RXWK�$PHULFDQ�FRFDLQH�RQ�LWV�ZD\�WR�1RUWK�$PHULFD�DQG�(XURSH�
DOWKRXJK�WKHUH�LV�QR�HYLGHQFH�WKDW�WKH�FRFDLQH�HQWHULQJ�WKH�8�6��IURP�*X\DQD�LV�LQ�DQ�DPRXQW
VXIILFLHQW�WR�KDYH�D�VLJQLILFDQW�HIIHFW�RQ�WKH�8�6��&RFDLQH�HQWHUV�*X\DQD�E\�VHD��ULYHU��RYHUODQG��DQG
DLUGURS��7UDIILFNHUV�WKHQ�WDNH�DGYDQWDJH�RI�*X\DQD
V�GHQVH�MXQJOHV��VSDUVHO\�SRSXODWHG�DUHDV��DQG�ZHDN
ODZ�HQIRUFHPHQW�DQG�OHJDO�LQIUDVWUXFWXUH�WR�PRYH�WKH�GUXJV�WR�VHD�DQG�DLU�SRUWV�IRU�RQZDUG�VKLSPHQW�
*X\DQD�LV�RQH�RI�WKH�SRRUHVW�FRXQWULHV�LQ�WKH�+HPLVSKHUH��'HVSLWH�LWV�OLPLWHG�UHVRXUFHV��WKH
*RYHUQPHQW�RI�*X\DQD��*2*��DFKLHYHG�VRPH�VXFFHVVHV�LQ�LQWHUGLFWLQJ�GUXJV�LQ�������%RWK�WKH
*X\DQD�3ROLFH�)RUFH��*3)��DQG�WKH�&XVWRPV�$QWL1DUFRWLFV�8QLW��&$18��FRRSHUDWHG�ZLWK�'($�
ZKLFK�FRYHUV�*X\DQD�IURP�LWV�RIILFH�LQ�&DUDFDV��9HQH]XHOD��*X\DQD�HQDFWHG�OHJLVODWLRQ�WR�SUHYHQW
PRQH\�ODXQGHULQJ�HDUO\�LQ�������EXW�LW�LV�QRW�\HW�LQ�HIIHFW��,Q�1RYHPEHU�������WKH�*2*�UDWLILHG�WKH
,QWHU�$PHULFDQ�&RQYHQWLRQ�$JDLQVW�&RUUXSWLRQ��7KH�*2*�KDV�D�1DWLRQDO�'UXJ�6WUDWHJ\�0DVWHU�3ODQ
������������WKDW�FRYHUV�ERWK�VXSSO\�DQG�GHPDQG�UHGXFWLRQ��ZKLFK�WKH�*2*�QHHGV�WR�LPSOHPHQW�DQG
XSGDWH��*X\DQD�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��EXW�QHHGV�WR�SDVV�DQG�LPSOHPHQW�D�ZLGH
UDQJH�RI�DGGLWLRQDO�OHJLVODW LRQ�EHIRUH�LW�ZLOO�EH�LQ�FRPSOLDQFH�ZLWK�WKH�&RQYHQWLRQ
V�JRDOV�DQG
REMHFWLYHV�

,,��6WDWXV�RI�&RXQWU\

$V�*X\DQD
V�QHLJKERUV�VWUHQJWKHQ�WKHLU�GUXJ�LQWHUGLFWLRQ�HIIRUWV��WUDIILFNHUV�DUH�LQFUHDVLQJO\�WXUQLQJ�WR
*X\DQD�DV�D�VDIHU�WUDQVVKLSPHQW�URXWH�IRU�6RXWK�$PHULFDQ�FRFDLQH��*X\DQD
V�ERUGHUV�DUH�SRURXV�DQG
ODUJHO\�XQSDWUROOHG��SHUPLWWLQJ�QDUFRWLFV�WR�HQWHU�WKH�FRXQWU\�E\�URDG�RU�E\�ULYHU��$LUGURSV�DOVR�RFFXU�DW
D�QXPEHU�RI�UHPRWH�DQG�XQPRQLWRUHG�DLUVWULSV��7KH�FRFDLQH�LV�WKHQ�WUDQVSRUWHG�SULPDULO\�WR
*HRUJHWRZQ��ZKHUH�LW�LV�PRYHG�E\�FRPPHUFLDO�VKLS�RU�DLU�YLD�LQWHUPHGLDWH�VWRSV�LQ�WKH�&DULEEHDQ�RU�
LQFUHDVLQJO\��GLUHFWO\�WR�WKH�8QLWHG�6WDWHV�DQG�(XURSH��0DULMXDQD�LV�FXOWLYDWHG�RQ�D�VPDOO�VFDOH�LQ
*X\DQD
V�LQWHULRU��7KH�JURZLQJ�WUDQVLW�RI�QDUFRWLFV�WKURXJK�*X\DQD�KDV�UHVXOWHG�LQ�LQFUHDVHG�GRPHVWLF
XVDJH�RI�LOOHJDO�QDUFRWLFV��7KH�ODFN�RI�UHVRXUFHV�IRU�FRXQWHUGUXJ�ODZ�HQIRUFHPHQW�HIIRUWV��LQDGHTXDWH
ODZV��DQG�ZHDN�MXGLFLDO�LQIUDVWUXFWXUH�VHYHUHO\�OLPLW�WKH�*2*
V�DELOLW\�WR�LQWHUGLFW�GUXJ�VKLSPHQWV�DQG
DUUHVW�DQG�SURVHFXWH�GUXJ�WUDIILFNHUV�

,,,��&RXQWU\�$FWLRQV�DJDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��6HQLRU�JRYHUQPHQW�RIILFLDOV�FRQVLVWHQWO\�H[SUHVVHG�FRPPLWPHQW�WR�ILJKWLQJ
QDUFRWLFV�WUDIILFNLQJ�DQG�FRRSHUDWLQJ�ZLWK�WKH�8�6��DQG�RWKHU�&DULEEHDQ�FRXQWULHV�LQ�FRXQWHUQDUFRWLFV
HIIRUWV��7KH�*2*�KDV�VWDWHG�WKDW�LW�YLHZV�DV�D�KLJK�SULRULW\�HQWHULQJ�LQWR�D�PDULWLPH�FRXQWHUQDUFRWLFV
ODZ�HQIRUFHPHQW�DJUHHPHQW�ZLWK�WKH�8�6���DQG�LQ�-DQXDU\�������WKH�8�6��DQG�*2*�LQLWLDOHG�WKH�WH[W�RI
VXFK�DQ�DJUHHPHQW�DQG�VLJQHG�D�PLQXWH�RI�QHJRWLDWLRQV��,W�LV�XQFOHDU��KRZHYHU��ZKHQ�WKH�*2*�ZLOO�EH
DEOH�WR�VLJQ�WKH�PDULWLPH�FRRSHUDWLRQ�DJUHHPHQW��7KH�*2*�DOVR�FRQWLQXHG�WR�VXSSRUW�UHJLRQDO�DQG
ORFDO�FRXQWHUQDUFRWLFV�LQLWLDWLYHV��*X\DQD
V�1DWLRQDO�'UXJ�6WUDWHJ\�0DVWHU�3ODQ�������������FRYHUV
ERWK�VXSSO\�DQG�GHPDQG�UHGXFWLRQ��EXW�IXUWKHU�*2*�DFWLRQ�LV�QHHGHG�WR�LPSOHPHQW�LW��7KH�*2*�DOVR
QHHGV�WR�XSGDWH�WKH�3ODQ�IRU�FRQWLQXHG�LPSOHPHQWDWLRQ�EH\RQG������

$FFRPSOLVKPHQWV��,Q�)HEUXDU\�������WKH�*X\DQHVH�1DWLRQDO�$VVHPEO\�SDVVHG�OHJLVODWLRQ�WKDW
FULPLQDOL]HV�GUXJ�UHODWHG�PRQH\�ODXQGHULQJ��DOORZV�IRU�WKH�H[SDQVLRQ�WR�RWKHU�SUHGLFDWH�RIIHQVHV��DQG
UHTXLUHV�VXVSLFLRXV�ILQDQFLDO�WUDQVDFWLRQ�UHSRUWLQJ��+RZHYHU��WKH�OHJLVODWLRQ�LV�QRW�\HW�LQ�HIIHFW��,Q



1RYHPEHU�������*X\DQD�UDWLILHG�WKH�,QWHU�$PHULFDQ�&RQYHQWLRQ�$JDLQVW�&RUUXSWLRQ�

/DZ�(QIRUFHPHQW�(IIRUWV��7KH�*2*�UHPDLQV�FRPPLWWHG�WR�FRPEDWLQJ�QDUFRWLFV�WUDIILFNLQJ�WKURXJK
QDUFRWLFV�LQWHUGLFWLRQ�HIIRUWV��DOWKRXJK�WKH�ODFN�RI�UHVRXUFHV�VHYHUHO\�LQKLELWV�LWV�DELOLW\�WR�FDUU\�RXW
VXFFHVVIXO�LQWHUGLFWLRQ�RSHUDWLRQV��/HJLVODWLRQ�HQDFWHG�LQ������JUDQWHG�&$18�VWDWXV�DV�D�ERQD�ILGH�ODZ
HQIRUFHPHQW�DJHQF\��ZLWK�IXOO�DUUHVW��VHL]XUH�DQG�SURVHFXWLRQ�SRZHUV��,Q�$SULO�������WKH�*2*�VHL]HG
WKH�*UHHN�RZQHG�YHVVHO��1HZ�&KDUP��DIWHU�&$18�GLVFRYHUHG�����SRXQGV�RI�FRFDLQH�RQ�ERDUG��EXW
QR�FULPLQDO�SURVHFXWLRQ�UHVXOWHG�IURP�WKH�VHL]XUH��7KH�&$18�DQG�*3)�FRQWLQXHG�WR�DSSUHKHQG�DQG
DUUHVW�SHUVRQV�LQYROYHG�LQ�WKH�QDUFRWLFV�WUDGH��7KH�*3)�UHSRUWHG�WKDW�LW�DUUHVWHG����GUXJ�VPXJJOHUV�LQ
�����DWWHPSWLQJ�WR�ERDUG�IOLJKWV�WR�1RUWK�$PHULFD�DQG�(XURSH�DW�*X\DQD
V�&KHGGL�-DJDQ�,QWHUQDWLRQDO
$LUSRUW��,Q�'HFHPEHU�������ORFDOO\�WUDLQHG�*3)�GUXJ�GHWHFWLRQ�GRJV�ORFDWHG�FRFDLQH�KLGGHQ�LQ�D�1HZ
<RUN�ERXQG�DLUOLQHU
V�DLU�YHQW�

7KH�VSHFLDO�&$18�*3)�FRXQWHUQDUFRWLFV�WDVN�IRUFH��FUHDWHG�E\�3UHVLGHQW�-DJGHR�LQ�ODWH������
FRRUGLQDWHG�UDLGV�RQ�GUXJ�GHDOHUV�LQ�VHYHUDO�FRDVWDO�YLOODJHV�LQ�RUGHU�WR�UHGXFH�WKH�DYDLODELOLW\�RI�GUXJV
IRU�ORFD O�FRQVXPSWLRQ��:KLOH�DFWLYH�HDUO\�LQ�������WKH�WDVN�IRUFH�GLG�QRW�FDUU\�RXW�RSHUDWLRQV�ODWHU�LQ
WKH�\HDU��'XH�WR�D�ODFN�RI�UHVRXUFHV��*2*�&RDVW�*XDUG�RSHUDWLRQV�LQ������ZHUH�OLPLWHG�

&RUUXSWLRQ��,QGLYLGXDO�*3)�DQG�&XVWRPV�RIILFLDOV�UHSRUWHGO\�ZHUH�LQYROYHG�LQ�DVVLVWLQJ�QDUFRWLFV
WUDIILFNLQJ��+RZHYHU��IHZ�FDVHV�ZHUH�IXOO\�LQYHVWLJDWHG�RU�SURVHFXWHG��7R�GHWHFW�DQG�GHWHU�FRUUXSWLRQ�
WKH�*2*�QHHGV�WR�WDNH�VWHSV�WR�LPSOHPHQW�WKH�,QWHU�$PHULFDQ�&RQYHQWLRQ�$JDLQVW�&RUUXSWLRQ��ZKLFK
LW�UDWLILHG�LQ�ODWH������

$VVHW�6HL]XUH��7KH�*2*�KDV�QRW�HQDFWHG�OHJLVODWLRQ�VSHFLILFDOO\�FRYHULQJ�DVVHW�VHL]XUH��DVVHW
IRUIHLWXUH�RU�DVVHW�DQG�LQWHOOLJHQFH�VKDULQJ��+RZHYHU��WKH�QHZ�PRQH\�ODXQGHULQJ�ODZ�GRHV�FRQWDLQ
OLPLWHG�FODXVHV�DGGUHVVLQJ�DVVHW�IRUIHLWXUH�

$JUHHPHQWV�DQG�7UHDWLHV��*X\DQD�LV�D�SDUW\�WR�WKH������81�&RQYHQWLRQ�RQ�3V\FKRWURSLF
6XEVWDQFHV�DQG�WKH������81�'UXJ�&RQYHQWLRQ��7KH������8�6��8.�H[WUDGLWLRQ�WUHDW\�LV�VWLOO�LQ�IRUFH
EHWZHHQ�*X\DQD�DQG�WKH�8�6��*X\DQD�KDV�DQ�DJUHHPHQW�WR�VKDUH�QDUFRWLFV�LQWHOOLJHQFH�ZLWK�WKH�8.�

&XOWLYDWLRQ�3URGXFWLRQ��$�VPDOO�DPRXQW�RI�FDQQDELV�FXOWLYDWLRQ�WDNHV�SODFH�LQ�*X\DQD
V�LQWHULRU�
'XULQJ�������&$18�DQG�WKH�*3)�$QWL1DUFRWLFV�8QLW�FRQGXFWHG�PDULMXDQD�HUDGLFDWLRQ�RSHUDWLRQV�
'HVSLWH�SUHYLRXV�VSHFXODWLRQ��WKHUH�DUH�QR�FRQILUPHG�UHSRUWV�RI�FRFDLQH�SURFHVVLQJ�LQ�*X\DQD�

'UXJ�)ORZ�7UDQVLW��*2*�RIILFLDOV�EHOLHYH�WKDW�*2*�FRXQWHUQDUFRWLFV�DJHQFLHV�LQWHUGLFW�RQO\�D
VPDOO�SHUFHQWDJH�RI�WKH�VXEVWDQWLDO�DPRXQWV�RI�FRFDLQH�DQG�FRFD�SDVWH�WKDW�WUDQVLWV�*X\DQD�IURP
&RORPELD�RU�3HUX�

'RPHVWLF�3URJUDPV�'HPDQG�5HGXFWLRQ��6RPH�PDULMXDQD�LV�FRQVXPHG�GRPHVWLFDOO\�LQ�*X\DQD�
DQG�GRPHVWLF�FRQVXPSWLRQ�RI�FRFDLQH��FUDFN�FRFDLQH��HFVWDV\�DQG�KHURLQ�LV�LQFUHDVLQJ��,QWHUQDWLRQDO
GUXJ�WUDIILFNHUV�UHSRUWHGO\�KDYH�JLYHQ�QDUFRWLFV�DV�SD\PHQWV�WR�WKHLU�*X\DQHVH�DVVRFLDWHV��LQFUHDVLQJ
WKH�DPRXQW�RI�QDUFRWLFV�DYDLODEOH�IRU�ORFDO�XVH��7KH�*3)�DQG�WKH�0LQLVWU\�RI�+HDOWK�FDUU\�RXW�\RXWK
RXWUHDFK�WKURXJK�VHYHUDO�ORFDO�DQG�LQWHUQDWLRQDO�SURJUDPV�LQFOXGLQJ�'�$�5�(�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

3ROLF\�,QLWLDWLYHV��,Q�������WKH�8�6��FRQWLQXHG�WR�H[SDQG�LWV�FRXQWHUQDUFRWLFV�FRRSHUDWLRQ�ZLWK
*X\DQD�WKURXJK�YLVLWV�E\�'($�SHUVRQQHO�DQG�GLVFXVVLRQV�E\�VHQLRU�(PEDVV\�DQG�6WDWH�'HSDUWPHQW
RIILFLDOV�ZLWK�*X\DQHVH�RIILFLDOV��7KH�8�6��DOVR�SURYLGHG�WUDLQLQJ�DQG�HTXLSPHQW�WR�VWUHQJWKHQ�WKH
*2*
V�FRXQWHUQDUFRWLFV�DJHQFLHV�

%LODWHUDO�&RRSHUDWLRQ��,Q�6HSWHPEHU�������WKH�*2*�VLJQHG�D�ELODWHUDO�DJUHHPHQW�ZLWK�WKH�86*
DFFHSWLQJ���������LQ�6WDWH�'HSDUWPHQW�,1/�IXQGV�IRU�XVH�LQ�FRXQWHUQDUFRWLFV�WUDLQLQJ�DQG�HTXLSPHQW�
7KURXJK�PLOLWDU\�WUDLQLQJ�SURJUDPV��WKH�8�6��FRQWLQXHG�WR�SURYLGH�WKH�*X\DQHVH�'HIHQVH�)RUFH��*')�
ZLWK�FRXQWHUQDUFRWLFV�WUDLQLQJ��'XULQJ�������,1/�IXQGV�ZHUH�XVHG�WR�IXQG�WUDYHO�RI�*X\DQHVH
FRXQWHUQDUFRWLFV�RIILFLDOV�WR�LQWHUQDWLRQDO�GUXJ�HQIRUFHPHQW�PHHWLQJV�DQG�SURFXUH�QHHGHG�HTXLSPHQW�
,Q�$XJXVW�������8�6��&XVWRPV�FRQGXFWHG�DQ�,1/�IXQGHG�&DUULHU�,QLWLDWLYH�3URJUDP�LQ�*HRUJHWRZQ
DWWHQGHG�E\����UHSUHVHQWDWLYHV�RI�FRPPHUFLDO�FDUULHUV��6LQFH�)HEUXDU\�������WKH�*2*�KDV�SURYLGHG
WZR�FUHZPHQ�IRU�WKH�&DULEEHDQ�6XSSRUW�7HQGHU��&67���D�8�6��&RDVW�*XDUG�YHVVHO�ZLWK�D�PXOWLQDWLRQDO
FUHZ�WKDW�SURYLGHV�WUDLQLQJ�DQG�DVVLVWDQFH�LQ�VKLS�PDLQWHQDQFH�DQG�UHSDLUV�WR�&DULEEHDQ�&RDVW�*XDUGV�
7KH�&67�YLVLWHG�*X\DQD�WZLFH�LQ�������,Q�'HFHPEHU��VHQLRU�*')�RIILFHUV�PHW�ZLWK�86*�RIILFLDOV�DW
WKH�+HDGTXDUWHUV�RI�WKH�8�6��6RXWKHUQ�&RPPDQG�DQG�WKH�-RLQW�,QWHUDJHQF\�7DVN�)RUFH��(DVW��WR
GLVFXVV�WKH�*')
V�FRXQWHUQDUFRWLFV�UROH�

7KH�5RDG�$KHDG��$V�QDUFRWLFV�WUDIILFNLQJ�WKURXJK�*X\DQD�LQFUHDVHV��8�6��FRXQWHUGUXJ�DJHQFLHV�QHHG



WR�HQVXUH�WKH\�GR�QRW�ORVH�VLJKW�RI�*X\DQD
V�SUREOHPV�JLYHQ�LWV�XQLTXH�JHRJUDSKLF�VLWXDWLRQ�RQ�WKH
PDUJLQV�RI�ERWK�WKH�&DULEEHDQ�DQG�6RXWK�$PHULFD��*X\DQHVH�OHDGHUV�FRQWLQXH�WR�EH�UHFHSWLYH�WR�8�6�
FRXQWHUQDUFRWLFV�HIIRUWV�DQG�DVVLVWDQFH�DV�WKH�QDUFRWLFV�SUREOHP�JURZV�LQ�*X\DQD��$V�D�UHVXOW��WKH�8�6�
ZLOO�VHHN�WR�KHOS�WKH�*2*�FRPEDW�QDUFRWLFV�WUDIILFNLQJ�E\�SURYLGLQJ�WHFKQLFDO�DVVLVWDQFH��WUDLQLQJ��DQG
HTXLSPHQW�WR�LPSURYH�WKH�FDSDFLW\�RI�WKH�*3)��&$18��DQG�*')��7KH�8�6��LV�DOVR�SUHSDUHG�WR�SURYLGH
WHFKQLFDO�DVVLVWDQFH�WR�DVVLVW�WKH�*2*�LQ�PRGHUQL]LQJ�LWV�DQWLFULPH�OHJDO�IUDPHZRUN�DQG�LPSOHPHQWLQJ
WKH�,QWHU�$PHULFDQ�$QWL&RUUXSWLRQ�&RQYHQWLRQ��7KH�8�6��ZLOO�FRQWLQXH�WR�HQFRXUDJH�WKH�*2*�WR�WDNH
DGYDQWDJH�RI�UHJLRQDO�LQLWLDWLYHV��VXFK�DV�WKH�&DULEEHDQ�)LQDQFLDO�$FWLRQ�7DVN�)RUFH��DQG�IXOILOO�LWV
FRPPLWPHQWV�XQGHU�WKH������81�'UXJ�&RQYHQWLRQ�DQG�WKH�%ULGJHWRZQ�6XPPLW�$FWLRQ�3ODQ�

Haiti

,��6XPPDU\

&RFDLQH�IORZ�WKURXJK�+DLWL�GHFUHDVHG�IURP����SHUFHQW�WR���SHUFHQW�RI�WKH�WRWDO�GHWHFWHG�IORZ�LQ������
EXW�OLWWOH�RI�WKLV�LV�DWWULEXWDEOH�WR�WKH�HIIRUWV�RI�WKH�+DLWLDQ�*RYHUQPHQW��'HVSLWH�WKLV�GHFUHDVH��+DLWL
V
ORFDWLRQ�FRPELQHG�ZLWK�H[WUHPH�SRYHUW\��FRUUXSWLRQ��DQG�OLPLWHG�ODZ�HQIRUFHPHQW�DQG�MXVWLFH
FDSDELOLW\�FRQWLQXH�WR�PDNH�+DLWL�D�PDMRU�WUDQVVKLSPHQW�SRLQW�IRU�6RXWK�$PHULFDQ�QDUFRWLFV��HVSHFLDOO\
&RORPELDQ�FRFDLQH��7KH�2UJDQL]DWLRQ�RI�$PHULFDQ�6WDWHV
��2$6��TXHVWLRQLQJ�RI�WKH�OHJLWLPDF\�RI�WKH
0D\������1DWLRQDO�$VVHPEO\�HOHFWLRQV�DQG�WKH�*RYHUQPHQW�RI�+DLWL
V��*2+��ODFN�RI�DFWLRQ�WR�FRUUHFW
WKLV�VLWXDWLRQ�UHVXOWHG�LQ�WKH�VXVSHQVLRQ�RI�PRVW�LQWHUQDWLRQDO�DVVLVWDQFH�WR�WKH�*RYHUQPHQW�RI�+DLWL�
,Q�6HSWHPEHU��WKH�*2+�GHFOLQHG�WR�VLJQ�D�/HWWHU�RI�$JUHHPHQW�IRU�8�6��*RYHUQPHQW��86*�
FRXQWHUQDUFRWLFV�DVVLVWDQFH��,Q�1RYHPEHU��D�8�6��ODZ�ZDV�HQDFWHG�WKDW�VWLSXODWHV�WKDW�QR�8�6�
DVVLVWDQFH�PD\�EH�PDGH�DYDLODEOH�WR�WKH�FHQWUDO�*RYHUQPHQW�RI�+DLWL�XQWLO�WZR�FRQGLWLRQV��GLVFXVVHG
LQ�GHWDLO�EHORZ��ZHUH�PHW�

7KH�*RYHUQPHQW�RI�+DLWL�FRRSHUDWHG�IXOO\�LQ�D�OLPLWHG�QXPEHU�RI�DUHDV��VSHFLILFDOO\��RQ�PDULWLPH
LQWHUGLFWLRQ�RSHUDWLRQV�ZLWK�WKH�8�6��&RDVW�*XDUG�DQG�PXOWLODWHUDO�LQWHUGLFWLRQ�RSHUDWLRQV��+RZHYHU�
DWWHPSWV�WR�FXUE�FRUUXSWLRQ�KDYH�EHHQ�PLQLPDO��,Q�6HSWHPEHU�������WKH�8QLWHG�6WDWHV�DQG�+DLWL�ZHUH
XQDEOH�WR�DJUHH�WR�WHUPV�IRU�D�/HWWHU�RI�$JUHHPHQW�IRU�8QLWHG�6WDWHV�*RYHUQPHQW�FRXQWHUQDUFRWLFV
DVVLVWDQFH�

)URP�PLG������WR�WKH�HQG�RI�������WKH�SDVVDJH�RI�FRXQWHUQDUFRWLFV�UHODWHG�OHJLVODWLRQ�UHODWHG�WR
FRXQWHUQDUFRWLFV�PHDVXUHV�ZDV�GHOD\HG�E\�D�SURORQJHG�SROLWLFDO�FULVLV��(OHFWLRQV�LQ�0D\������UHVXOWHG
LQ�D�QHZ�3DUOLDPHQW�WKDW��E\�\HDU
V�HQG��UDWLILHG�D�8�6��+DLWLDQ�ELODWHUDO�PDULWLPH�FRXQWHUGUXJ
DJUHHPHQW�DQG�DQ�,QWHU�$PHULFDQ�&RQYHQWLRQ�$JDLQVW�&RUUXSWLRQ�

)RUPHU�3UHVLGHQW�-HDQ�%HUWUDQG�$ULVWLGH�ZDV�HOHFWHG�DV�3UHVLGHQW�DQG�WRRN�RIILFH�RQ�)HEUXDU\���������
,Q�D�'HFHPEHU����OHWWHU�WR�3UHVLGHQW�&OLQWRQ� �WKHQ�3UHVLGHQW�(OHFW�$ULVWLGH�SOHGJHG�WR��HQKDQFH
VXEVWDQWLDOO\�FRRSHUDWLRQ�WR�FRPEDW�GUXJ�WUDIILFNLQJ��

,,��6WDWXV�RI�&RXQWU\

+DLWL��ZDV�HQJXOIHG�LQ�D�GDQJHURXVO\�SRODUL]HG�SROLWLFDO�VLWXDWLRQ�WKURXJKRXW������WKDW�GDPDJHG�IXUWKHU
WKH�FRXQWU\
V�PHDJHU�HFRQRP\��:KLOH�HOHFWLRQV�LQ�0D\�UHVWRUHG�D�IXQFWLRQLQJ�3DUOLDPHQW�DIWHU�QHDUO\�D
IRXU�\HDU�ODSVH��LUUHJXODULWLHV�LQ�WKH�HOHFWLRQ�FDXVHG�WKH�RSSRVLWLRQ�DQG�PXFK�RI�WKH�LQWHUQDWLRQDO
FRPPXQLW\�WR�TXHVWLRQ�WKH�OHJLWLPDF\�RI�WKH�QHZ�3DUOLDPHQW��)RUPHU�3UHVLGHQW�$ULVWLGH�ZDV�HOHFWHG�DV
SUHVLGHQW�LQ�1RYHPEHU�LQ�DQ�HOHFWLRQ�ER\FRWWHG�E\�PRVW�RSSRVLWLRQ�SDUWLHV��+H�WRRN�RIILFH�)HEUXDU\���
�����

7KH�QHZ�+DLWLDQ�3DUOLDPHQW
V�RSHQLQJ�VHVVLRQ�ZDV�GHOD\HG�RYHU�LQWHUQDWLRQDO�FRQFHUQV�DERXW
LUUHJXODULWLHV�LQ�WKH�0D\�HOHFWLRQV��2QFH�LQ�VHVVLRQ��3DUOLDPHQW�UDWLILHG�WKH������ELODWHUDO�DJUHHPHQW
ZLWK�WKH�8QLWHG�6WDWHV�RQ�HQGLQJ�PDULWLPH�WUDIILFNLQJ�DQG�WKH�,QWHU�$PHULFDQ�&RQYHQWLRQ�DJDLQVW
&RUUXSWLRQ��DQG��LQ�-DQXDU\�������LW�HQDFWHG�WKH�1DWLRQDO�'UXJ�&RQWURO�6WUDWHJ\��1'&6��DORQJ�ZLWK
DQWL�PRQH\�ODXQGHULQJ�OHJLVODWLRQ��7KH�8QLWHG�6WDWHV�KDG�OREELHG�IRU�WKH�SDVVDJH�RI�WKH�1'&6�DQG
DQWL�PRQH\�ODXQGHULQJ�ELOOV�DQG�LV�ZRUNLQJ�ZLWK�WKH�*2+�RQ�LPSOHPHQWDWLRQ�SODQV��7KH�*2+�ZLOO
QHHG�WHFKQLFDO�DVVLVWDQFH�WR�LPSOHPHQW�WKH�OHJLVODWLRQ��7KH�)RUHLJQ�2SHUDWLRQV��([SRUW�)LQDQFLQJ��DQG
5HODWHG�3URJUDPV�$FW��������3�/�����������VWLSXODWHV�WKDW�QR�IXQGV�DSSURSULDWHG�E\�WKDW�$FW�RU�DQ\
SUHYLRXV�)RUHLJQ�2SHUDWLRQV�DSSURSULDWLRQV�$FW�FDQ�EH�PDGH�DYDLODEOH�IRU�DVVLVWDQFH�IRU�WKH�FHQWUDO
*RYHUQPHQW�RI�+DLWL�XQWLO�WKH�6HFUHWDU\�RI�6WDWH�UHSRUWV�WKDW�+DLWL�KDV�KHOG�IUHH�DQG�IDLU�HOHF WLRQV�WR
VHDW�D�QHZ�SDUOLDPHQW�DQG�WKH�'LUHFWRU�RI�WKH�8�6��2IILFH�RI�1DWLRQDO�'UXJ�&RQWURO�3ROLF\
�21'&3�UHSRUWV�WKDW�*RYHUQPHQW�RI�+DLWL�LV�IXOO\�FRRSHUDWLQJ�ZLWK�8QLWHG�6WDWHV�HIIRUWV�WR�LQWHUGLFW
LOOLFLW�GUXJ�WUDIILF�WKURXJK�+DLWL�WR�WKH�8QLWHG�6WDWHV��1HLWKHU�RI�WKHVH�FRQGLWLRQV�KDV�EHHQ�PHW�

,Q�D�'HFHPEHU����OHWWHU�WR�3UHVLGHQW�&OLQWRQ��3UHVLGHQW��(OHFW�$ULVWLGH�SOHGJHG��DPRQJ�RWKHU�WKLQJV��WR



�HQKDQFH�VXEVWDQWLDOO\�FRRSHUDWLRQ�WR�FRPEDW�GUXJ�WUDIILFNLQJ��

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��+DLWL
V�FRXQWHUQDUFRWLFV�LQLWLDWLYHV�VXIIHUHG�GXH�WR�WKH�SROLWLFDO�LPSDVVH�DQG
HFRQRPLF�LQVWDELOLW\�DQG�DSSDUHQW�ODFN�RI�SROLWLFDO�ZLOO��7KH�QHZ�SDUOLDPHQW��KRZHYHU��PRYHG�TXLFNO\
DIWHU�3UHVLGHQW�$ULVWLGH
V�HOHFWLRQ�WR�DSSURYH�DQWLGUXJ�OHJLVODWLRQ�DQG�D�1DWLRQDO�'UXJ�&RQWURO�6WUDWHJ\�
2QO\�DVVHW�IRUIHLWXUH�DQG�FKHPLFDO�FRQWURO�ODZV�UHPDLQ�WR�EH�HQDFWHG�

,OOLFLW�&XOWLYDWLRQ�DQG�3URGXFWLRQ��+DLWL�LV�QRW�D�PDMRU�GUXJ�FXOWLYDWLQJ�RU�GUXJ�SURGXFLQJ�FRXQWU\�
&XOWLYDWLRQ��SURGXFWLRQ��GLVWULEXWLRQ��VDOH�DQG�SRVVHVVLRQ�RI�QDUFRWLFV�DUH�LOOHJDO�LQ�+DLWL��6RPH�VPDOO
PDULMXDQD�FXOWLYDWLRQ�VLWHV�ZHUH�IRXQG�LQ�WKH�FRXQWU\��OLNHO\�LQWHQGHG�IRU�ORFDO�XVH�

0RQH\�/DXQGHULQJ��2Q�-DQXDU\�����������WKH�+DLWLDQ�SDUOLDPHQW�DSSURYHG�D�PRQH\�ODXQGHULQJ�ODZ
RULJLQDOO\�ZULWWHQ�LQ�������7KH�OHJLVODWXUH�DOVR�DSSURYHG�WKH�1DWLRQDO�'UXJ�&RQWURO�6WUDWHJ\��,Q�$XJXVW
+DLWL
V�FHQWUDO�EDQN�SXEOLVKHG�D�FLUFXODU�GLUHFWLQJ�FRPPHUFLDO�EDQNV��VDYLQJV�EDQNV��IRUHLJQ�H[FKDQJH
EURNHUV�DQG�WUDQVIHU�DJHQFLHV�WR�UHSRUW�WR�WKH�*2+�LQGLYLGXDO�PRQHWDU\�WUDQVDFWLRQV�YDOXHG�DW�RU
DERYH�WKH�+DLWLDQ�JRXUGH�HTXLYDOHQW�RI��� �����8�6��GROODUV��7KLV�LV�WKH�*2+
V�ILUVW�NQRZQ�DWWHPSW�WR
DGGUHVV�PRQH\�ODXQGHULQJ�WKURXJK�+DLWLDQ�EDQNLQJ�LQVWLWXWLRQV��7KH�8QLWHG�1DWLRQV�'UXJ�&RQWURO
3URJUDP��81'&3��KDV�SURYLGHG�D�PRQH\�ODXQGHULQJ�H[SHUW�WR�ZRUN�ZLWK�WKH�*2+�RQ�LPSOHPHQWLQJ
WKH�QHZ�OHJLVODWLRQ�

$VVHW�6HL]XUH��7KH�ODFN�RI�DVVHW�IRUIHLWXUH�OHJLVODWLRQ�DQG�D�IXQFWLRQDO�VHL]XUH�SURFHVV�KDV�WKH�+DLWLDQ
JRYHUQPHQW
V�DELOLW\�WR�VHL]H�DQG�XWLOL]H�WKH�SURSHUW\�RI�FULPLQDOV��$SDUW�IURP�DEDQGRQHG�&RORPELDQ
JR�IDVW�ERDWV�UHFRYHUHG�RQ�WKH�VRXWK�FRDVW��ZKLFK�ZHUH�UHFRQGLWLRQHG�E\�WKH�86&*��WKH�JRYHUQPHQW
KDV�EHHQ�XQDEOH�WR�XWLOL]H�WKH�DVVHWV�VHL]HG�LQ�GUXJ�UDLGV��7KHUH�ZHUH��KRZHYHU��UHSRUWV�LQ������RI
SURSHUW\�EHLQJ�UHWXUQHG�WR�LWV�RZQHU�DIWHU�DWWHPSWV�WR�HIIHFW�LWV�VHL]XUH�IDLOHG�EHFDXVH�RI�WKH�ODFN�RI�D
FOHDUO\�GHILQHG�SURFHVV�

3UHFXUVRU �&KHPLFDO�&RQWURO��+DLWL�KDV�QR�SUHFXUVRU�FKHPLFDO�DQG�HVVHQWLDO�FKHPLFDOV�FRQWURO�ODZ�
:KLOH�VXVSHFW�DFWLYLW\�LQ�SUHFXUVRU�FKHPLFDOV�H[LVWV��QR�VLJQLILFDQW�WUDGH�KDV�EHHQ�GHWHFWHG�

'HPDQG�5HGXFWLRQ��7KH�*2+�GRHV�QRW�RSHUDWH�D�GHPDQG�UHGXFWLRQ�RU�SXEOLF�DZDUHQHVV�SURJUDP�
$QHFGRWDO�UHSRUWV�LQGLFDWH�WKDW�ORFDO�FRQVXPSWLRQ�LV�ULVLQJ�DV�WUDIILFNHUV�LQFUHDVLQJO\�SD\�WKHLU
SHUVRQQHO�LQ�SURGXFW��7KHUH�KDYH�EHHQ�PDQ\�UHSRUWV�RI�ORFDO�FLWL]HQV�VHL]LQJ�FRFDLQH�EHIRUH�LW�FRXOG�EH
GHOLYHUHG�WR�WKH�LQGLYLGXDO�LQ�FKDUJH�RI�WUDQVLW�WKURXJK�+DLWL��&RFDLQH�LV�ZLGHO\�NQRZQ�DV��PDQQD�IURP
KHDYHQ��WKURXJKRXW�+DLWL��DV�LW�KDV�EHFRPH�D�VRXUFH�RI�LQFRPH�IRU�HQWLUH�WRZQV��6WROHQ�GUXJV�DUH�UH�
VROG�WR�GHDOHUV�ZKR�WKHQ�HLWKHU�VHOO�WKHP�ORFDOO\�RU�VHQG�WKHP�WR�WKH�8QLWHG�6WDWHV�RU�&DQDGD�

/DZ�(QIRUFHPHQW�(IIRUWV��7KH�*2+�LV�DZDUH�RI�WKH�QDWLRQ
V�VWDWXV�DV�D�SULQFLSDO�WUDQVLW�]RQH�IRU
QDUFRWLFV�WUDIILFNHG�IURP�6RXWK�WR�1RUWK�$PHULFD��)RU�WKH�*RYHUQPHQW�RI�+DLWL��FRXQWHUQDUFRWLFV
HIIRUWV�DUH�VHFRQGDU\�WR�WKH�IDU�PRUH�SUHVVLQJ�PDWWHUV�RI�SROLWLFDO�VWDELOLW\��SXEOLF�RUGHU��DQG�HFRQRPLF
GHYHORSPHQW��:KLOH�WKH�*2+�LQVLVWV�WKDW�LW�LV�ZLOOLQJ�WR�FRPEDW�GUXJ�WUDIILFNLQJ�LI�SURYLGHG�ZLWK
QHHGHG�UHVRXUFHV�DQG�LQWHOOLJHQFH�LQIRUPDWLRQ��WKH�PLQLPDO�ODZ�HQIRUFHPHQW�SURJUHVV�WKDW�ZDV
DFFRPSOLVKHG�ZDV�D�UHVXOW�RI�8�6��DJHQWV�ZRUNLQJ�VLGH�E\�VLGH�ZLWK�IOHGJOLQJ�+DLWLDQ�QDUFRWLFV�RIILFHUV�

7KH�+DLWLDQ�&RDVW�*XDUG��+&*���D�XQLW�RI�WKH�+13�WKDW�ZRUNV�FORVHO\�ZLWK�WKH�8�6��&RDVW�*XDUG
�86&*���KDV�VKRZQ�SURPLVH�RI�GHYHORSLQJ�LQWR�HIIHFWLYH�FRXQWHUQDUFRWLFV�HQWLW\��$�86&*�WHDP�WKDW
WUDLQHG�DQG�DGYLVHG�WKH�+&*�ZDV�ZLWKGUDZQ�LQ�'HFHPEHU������WR�FRPSO\�ZLWK�OHJLVODWLYH�UHVWULFWLRQV
RQ�DVVLVWDQFH�WR�WKH�FHQWUDO�JRYHUQPHQW�RI�+DLWL�O��([SDQGHG�+&*�SDWUROV�LQ������WDUJHWHG�+DLWL
V�WHQ
PRVW�DFWLYH�SRUWV��:RUNLQJ�FORVHO\�ZLWK�WKH�'($��86&*��DQG�+13�DQWL�GUXJ�XQLW��)UHQFK�DFURQ\P�LV
%/76���WKH�+&*�ERDUGHG�VKLSV�DW�VHD�DQG�LQ�SRUW��,W�ZDV�WKH�OHDG�DJHQF\�IRU�WKH�ILUVW�HYHU�ERDUGLQJ
DQG�VHDUFK�RI�D�ODUJH�PHUFKDQW�YHVVHO�LQ�3RUW�DX�3ULQFH�KDUERU�DQG�VHL]HG�VL[WHHQ�YHVVHOV�IRU�VXVSLFLRQ
RI�WUDIILFNLQJ��:KLOH�VHL]XUHV�ZHUH�GRZQ�LQ�������LQVWLWXWLRQDO�DQG�LQIUDVWUXFWXUH�GHYHORSPHQW
FRQWLQXHG��$�QRUWK�FRDVW�EDVH�EXLOW�ZLWK�86*�IXQGV�LV�DOPRVW�FRPSOHWH��EXW�D�VLPLODU�IDFLOLW\�LV�QHHGHG
RQ�WKH�VRXWKHUQ�FRDVW�RI�+DLWL�ZKHUH�PRVW�RI�WKH�JR�IDVW�ERDWV�GLVFKDUJH�WKHLU�FRFDLQH�VKLSPHQWV�

'XULQJ�������WKH�+13�VHL]HG�����NLORJUDPV�RI�FRFDLQH�DQG�MXVW�RYHU�����SRXQGV�RI�PDULMXDQD��'UXJ�
UHODWHG�DUUHVWV�PDWFKHG�WKH�GRZQZDUG�WUHQG��ZLWK����UHFRUGHG�LQ�������FRPSDUHG�WR����LQ������

:LWK�86*�VXSSRUW��D�WUDLOHU�ZDV�UHILWWHG�DV�DQ�RIILFH�DQG�ORFDWHG�DW�WKH�3RUW�DX�3ULQFH�VHDSRUW�IRU�XVH
E\�WKH�LQWHUDJHQF\�PDULWLPH�LQWHUGLFWLRQ�WDVN�IRUFH��,W�QRZ�VHUYHV�DV�D�FRRUGLQDWLRQ�FHQWHU�IRU�PDULWLPH
LQWHUGLFWLRQ�DFWLYLWLHV�RII�+DLWL
V�FRDVWV�DQG�LQ�SRUW���:LWK�'($�JXLGDQFH��WKH�WDVN�IRUFH�KDV�EHJXQ
FRQGXFWLQJ�SRUW�VXUYH\V�WKURXJKRXW�+DLWL�LQ�DQ�HIIRUW�WR�GHYHORS�VRXUFHV�RI�LQIRUPDWLRQ�DQG�FRQWDFWV
ZLWK�SRUW�DXWKRULWLHV�DQG�RWKHU�ODZ�HQIRUFHPHQW�HQWLWLHV��$FFRUGLQJ�WR�'($��WKH�+DLWLDQ�DLUSRUW�DQG
PDULWLPH�GUXJ�XQLWV�DUH�HYROYLQJ�LQWR�GLVFLSOLQHG�SURIHVVLRQDO�XQLWV�WKDW�DUH�LQFUHDVLQJO\�ZLOOLQJ�WR�ZRUN



ZLWK�8�6��FRXQWHUSDUWV��7KH�IOHGJOLQJ�RUJDQL]DWLRQV�VKRZ�ZLOOLQJQHVV�WR�ZRUN�DQG�WR�LPSURYH�WKHLU
SURIHVVLRQDO�FDSDELOLWLHV�

,Q�-DQXDU\��WKH�+13�'LUHFWRU�*HQHUDO�DJUHHG�WR�LQFUHDVH�WRWDO�%/76�DJHQWV�IURP����WR�����$W�\HDU
V
HQG�����QHZ�DJHQWV�KDG�EHHQ�DGGHG��EULQJLQJ�WKH�WRWDO�WR�����7KH�8QLWHG�6WDWHV�LQWHQGV�WR�SRO\JUDSK
WKHVH�DJHQWV��,Q�0DUFK��WKH�*2+�SDUWLFLSDWHG�LQ�2SHUDWLRQ�&RQTXLVWDGRU��DQ�RSHUD WLRQ�WKDW�UHVXOWHG
LQ�DQ�LQFUHDVHG�OHYHO�RI�YHKLFOH�DQG�YHVVHO�VHDUFKHV��DLUOLQH�SDVVHQJHU�DQG�EDJJDJH�LQVSHFWLRQ��DQG
VHDUFK�ZDUUDQWV�LQ�DUHDV�RI�KLJK�GUXJ�WUDIILFNLQJ�DFWLYLW\��1R�ODUJH�VHL]XUHV�ZHUH�UHSRUWHG�

$�-RLQW�,QIRUPDWLRQ�&RRUGLQDWLRQ�&HQWHU��-,&&��EHJDQ�RSHUDWLRQV�DW�WKH�3RUW�DX�3ULQFH�LQWHUQDWLRQDO
DLUSRUW�LQ�2FWREHU�������7KH�-,&&�KDV�EHHQ�XVHG�SULPDULO\�IRU�VKDULQJ�LQIRUPDWLRQ�EHWZHHQ�+D LWLDQ
DXWKRULWLHV��1R�VLJQLILFDQW�GUXJ�VHL]XUHV�ZHUH�DWWULEXWHG�WR�LWV�RSHUDWLRQV�LQ�������%HFDXVH�RI�*2+
IDLOXUH�WR�DSSRLQW�D�GLUHFWRU�IRU�WKH�-,&&��WKH�86*�VXVSHQGHG�LQ�6HSWHPEHU�LWV�VXSSRUW�IRU�D�WHFKQLFDO
DGYLVRU�

$�+DLWLDQ�FXVWRPV�DJHQW�DQG�KLV�GRJ�WUDLQHG�IRU�WKUHH�PRQWKV�LQ�)UDQFH�ZLWK�)UHQFK�&XVWRPV
LQVWUXFWRUV��7KH�GRJ�DQG�KDQGOHU�QRZ�DVVLVW�LQ�VHDUFKHV�IRU�FRQWUDEDQG�DW�WKH�3RUW�DX�3ULQFH�DLUSRUW�

&RUUXSWLRQ��+DLWL�UHFHQWO\�UDWLILHG�WKH�,QWHU�$PHULFDQ�&RQYHQWLRQ�$JDLQVW�&RUUXSWLRQ��'HVSLWH
FRQWLQXLQJ�RIILFLDO�GHFODUDWLRQV�WKDW�FRUUXSWLRQ�ZLOO�QRW�EH�WROHUDWHG��LW�LV�HQGHPLF�WKURXJKRXW�WKH
+13��&XVWRPV��-XVWLFH�DQG�3RUW�$XWKRULW\�VHFWRUV��3XEOLF�RIILFLDOV�DW�DOO�OHYHOV�DUH�SDLG�VDODULHV�WKDW�DUH
VXIILFLHQWO\�PHDJHU�WR�SUHGLVSRVH�WKHP�WR�EULEHU\��+LJK�OHYHO�*2+�RIILFLDOV�RI�WKH�3UHYDO
DGPLQLVWUDWLRQ�DQG�PHPEHUV�RI�WKH�1DWLRQDO�$VVHPEO\�DUH�DOVR�VXVSHFWHG�RI�WLHV�ZLWK�QDUFRWUDIILFNHUV�
$JUHHPHQWV�DQG�7UHDWLHV��+DLWL�LV�SDUW\�WR�WKH������81�6LQJOH�&RQYHQWLRQ��LWV������3URWRFRO�DQG�WKH
�����81�'UXJ�&RQYHQWLRQ��+DLWL�KDV�QRW�UDWLILHG�WKH������9LHQQD�&RQYHQWLRQ�RQ�3V\FKRWURSLF
6XEVWDQFHV��,Q�'HFHPEHU�������+DLWL�ZDV�RQH�RI�����FRXQWULHV�WR�VLJQ�WKH�81�&RQYHQWLRQ�$JDLQVW
7UDQVQDWLRQDO�2UJDQL]HG�&ULPH�DQG�WKH�VXSSOHPHQWDU\�SURWRFROV�RQ�0LJUDQW�6PXJJOLQJ�DQG
7UDIILFNLQJ�LQ�3HUVRQV�

([WUDGLWLRQ��+DLWL�DQG�WKH�8�6��KDYH�KDG�D�ELODWHUDO�([WUDGLWLRQ�7UHDW\�VLQFH�������,W�KDV�QRW�EHHQ
XVHG�LQ�UHFHQW�\HDUV��7KH�+DLWLDQ�FRQVWLWXWLRQ�RI������IRUELGV�H[WUDGLWLRQ�RI�+DLWLDQV�

,Q�'HFHPEHU�������WKH�*2+�VLJQHG�D�/HWWHU�RI�$JUHHPHQW�ZLWK�WKH�8�6��LQ�ZKLFK�LW�DJUHHG�WR�DFW
GLOLJHQWO\�RQ�8�6��UHTXHVWV�IRU�GHSRUWDWLRQ�RU�H[SXOVLRQ�WR�WKH�8�6��RI�QRQ�+DLWLDQ�QDWLRQDOV�VXVSHFWHG
RI�GUXJ�WUDIILFNLQJ�DQG�ZDQWHG�E\�WKH�8�6��MXVWLFH�V\VWHP��,Q�$XJXVW��WKH�+DLWLDQ�1DWLRQDO�3ROLFH
�+13��DUUHVWHG�D�&RORPELDQ�QDWLRQDO�ZDQWHG�IRU�SDUROH�YLRODWLRQ�LQ�WKH�8�6��DQG�VXEVHTXHQWO\
H[SHOOHG�KLP�WR�WKH�8�6��7KLV�ZDV�WKH�ILUVW�QRQ�+DLWLDQ�QDWLRQDO�H[SHOOHG�IURP�+DLWL�WR�WKH�8�6�
SXUVXDQW�WR�WKH������DJUHHPHQW��,Q�-DQXDU\��WKH�*2+�H[SHOOHG�VXVSHFWHG�WUDIILFNHU�*DU\�/HYHOO��D
)UHQFK�FLWL]HQ��WR�)ORULGD�ZKHUH�KH�ZDV�XQGHU�LQGLFWPHQW�IRU�GUXJ�WUDIILFNLQJ�

'UXJ�IORZ�DQG�WUDQVLW��&RFDLQH�IORZ�WKURXJK�+DLWL�GHFUHDVHG�IURP����SHUFHQW�WR���SHUFHQW�RI�WKH
WRWDO�GHWHFWHG�IORZ�LQ�������/DZ�HQIRUFHPHQW�DFWLRQV��SDUWLFXODUO\�8�6��&XVWRPV�VHL]XUHV�RI�FRFDLQH
DERDUG�+DLWLDQ�IUHLJKWHUV�PRRUHG�LQ�WKH�0LDPL�5LYHU��DFFRXQW�IRU�VRPH�RI�WKLV �GHFUHDVH��7KH�ODUJHVW
IDFWRU�PD\�EH�WKH�GLIILFXOWLHV�WUDIILFNHUV�H[SHULHQFHG�LQ�PRYLQJ�GUXJV�WKURXJK�+DLWL�EHFDXVH�RI�SRRU
LQIUDVWUXFWXUH�RU�WKH�VHL]XUH�RI�GUXJV�E\�ULYDO�WUDIILFNHUV�RU�RWKHU�FULPLQDOV��$LU�VKLSPHQWV�GURSSHG
VLJQLILFDQWO\�LQ�������SDUWLFXODUO\�DIWHU�VHYHUDO�DLUFUDIW�FUDVKHG�WU\LQJ�WR�ODQG�RQ�PDNHVKLIW�UXQZD\V�

0RVW�&RORPELDQ�FRFDLQH�WUDQVLWLQJ�+DLWL�QRZ�DUULYHV�RQ�WKH�VRXWKHUQ�FRDVW� LQ�FRDVWDO�IUHLJKWHUV�
FRQWDLQHU�VKLSV�DQG�VPDOO�QRQ�FRPPHUFLDO�ERDWV��3RUW�DUHDV�DUH�ODUJHO\�XQVHFXUHG�DQG�FRDVWDO�DUHDV�DUH
SRURXV��7KH�+&*�KDV�QR�URXWLQH�SUHVHQFH�RQ�WKH�VRXWK�FRDVW�DQG�ORFDO�SROLFH�GR�QRW�WDNH�DQ\�DFWLRQ�

$IWHU�FRFDLQH�HQWHUV�+DLWL��WKHUH�DUH�VHYHUDO�PHWKRGV�RI�RQZDUG�VKLSPHQW��6RPH�FRFDLQH�WUDQVLWV�WR�WKH
QRUWK�FRDVW�DQG�FRQWLQXHV�LWV�MRXUQH\�LQ�+DLWLDQ�IUHLJKWHUV�RU�LQ�FRQWDLQHUV�ERXQG�IRU�WKH�8�6��&RFDLQH
LV�WKH�SULQFLSDO�EXVLQHVV�LQ�VRPH�FRDVWDO�WRZQV��LQFOXGLQJ�WKRVH�RQ�WKH�QRUWKHUQ�VLGH�RI�WKH�VRXWKHUQ
FODZ��6RPH�FURVVHV�WKH�ERUGHU�WR�WKH�'RPLQLFDQ�5HSXEOLF�WR�EH�ORDGHG�LQWR�FRQWDLQHUV�RU�VPDOO�YHVVHOV
ERXQG�IRU�1RUWK�$PHULFD�RU�(XURSH��6RPH�LV�WUDQVVKLSSHG�LQ�VPDOO�YHVVHOV�WR�3XHUWR�5LFR�DQG�WKHQ
VKLSSHG�YLD�FRQWDLQHU�FDUJR�YHVVHOV�RU�FRPPHUFLDO�DLUOLQHV�WR�1RUWK�$PHULFD�RU�(XURSH�

,9�8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

6RPH�ELODWHUDO�SURJUDPV�VKRZHG�SRWHQWLDO��KRZHYHU��WKH�*RYHUQPHQW�RI�+DLWL��*2+��GLG�QRW�VLJQ�D
/HWWHU�RI�$JUHHPHQW�IRU�86*�)<������FRXQWHUQDUFRWLFV�DVVLVWDQFH�IXQGV��SULPDULO\�EHFDXVH�WKH�*2+
REMHFWHG�WR�WKH�LPSOLFDWLRQV�RI�WKH�DJUHHPHQW
V�ODQJXDJH�SURKLELWLQJ�DVVLVWDQFH�WR�QDUFRWUDIILFNHUV�
$VVLVWDQFH�SHQGLQJ�IURP�SUHYLRXV�\HDUV�IXQGLQJ�KDV�EHHQ�VXVSHQGHG�XQWLO�WKH�QHZ�DGPLQLVWUDWLRQ
V
LQWHQWLRQV�RQ�FRXQWHUQDUFRWLFV�FRRSHUDWLRQ�DUH�FODULILHG�



2WKHU�8�6��SURJUDPV��LQFOXGLQJ�WKRVH�DGPLQLVWHUHG�E\�WKH�8�6��'HSDUWPHQW�RI�-XVWLFH
V�,&,7$3�DQG
23'$7��ZHUH�VXVSHQGHG�GXULQJ������DV�D�UHVXOW�RI�GLVVDWLVIDFWLRQ�ZLWK�WKH�UHVXOWV�RI�WKH�0D\
HOHFWLRQV�DQG�RYHUDOO�GLVVDWLVIDFWLRQ�ZLWK�WKH�SURJUDPV�DV�FDWDORJXHG�LQ�D�*$2�UHSRUW��7KH�%LODWHUDO
&RDVW�*XDUG�3URJUDP��ZKLFK�VKRZHG�PHDVXUDEOH�SURJUHVV�ZLWKLQ�������ZDV�VXVSHQGHG�DV�D�UHVXOW�RI
UHVWULFWLRQV�LQ�WKH�)<������)RUHLJQ�2SHUDWLRQV�$SSURSULDWLRQV�$FW��GLVFXVVHG�DERYH�LQ�WKH�6WDWXV�RI
&RXQWU\�VHFWLRQ��

7KH�5RDG�$KHDG��'HVSLWH�WKLV�\HDU
V�GHFOLQH��OLWWOH�RI�ZKLFK�FDQ�EH�DWWULEXWHG�WR�WKH�HIIRUWV�RI�WKH
*2+��WKH�TXDQWLW\�RI�GUXJV�WUDQVLWLQJ�+DLWL�LV�VWLOO�IDU�WRR�KLJK��7KLV�WUDGH�WKUHDWHQV�WKH�VWDELOLW\�DQG
LQWHJULW\�RI�+DLWLDQ�LQVWLWXWLRQV�DQG�ZLOO�UXLQ�FRXQWOHVV�OLYHV�LQ�+DLWL�DQG�HOVHZKHUH��7KH�QHZ
DGPLQLVWUDWLRQ�RI�3UHVLGHQW�$ULVWLGH�QHHGV�WR�KDOW�WKLV�WUDGH�DQG�PDNH�WKH�URRWLQJ�RXW�RI�LWV�FRUUXSWLQJ
DQG�GHVWDELOL]LQJ�LQIOXHQFHV�RQH�RI�LWV�WRS�SULRULWLHV�

7KH�QHZ�$ULVWLGH�DGPLQLVWUDWLRQ�PXVW�PRYH�TXLFNO\�WR�LPSOHPHQW�WKH�UHFHQWO\�SDVVHG�FRXQWHUQDUFRWLFV
DQG�DQWL�PRQH\�ODXQGHULQJ�OHJLVODWLRQ��$W�WKH�UHJLRQDO�OHYHO��LW�VKRXOG�MRLQ�WKH�&DULEEHDQ�)LQDQFLDO
$FWLRQ�7DVN�)RUFH��&)$7)���VWUHQJWKHQ�VLJQLILFDQWO\�FRXQWHUQDUFRWLFV�FRRSHUDWLRQ�ZLWK�WKH
QHLJKERULQJ�'RPLQLFDQ�5HSXEOLF��DQG�SDUWLFLSDWH�LQ�UHJLRQDO�FRXQWHUQDUFRWLFV�LQWHUGLFWLRQ�H[HUFLVHV�
+DLWL�DOVR�QHHGV�WR�HVWDEOLVK�D�ILQDQFLDO�LQYHVWLJDWLRQV�XQLW�WKDW�LV�DEOH�WR�DQDO\]H�DQG�LQYHVWLJDWH
VXVSHFWHG�PRQH\�ODXQGHULQJ��7KHVH�ODZ�HQIRUFHPHQW�DFWLYLWLHV�VKRXOG�EH�FRPELQHG�ZLWK�HGXFDWLRQ
LQLWLDWLYHV�GHVLJQHG�WR�FRQYLQFH�+DLWL
V�\RXWK�RI�WKH�ULVNV�DQG�FRQVHTXHQFHV�RI�DGGLFWLRQ�DQG�WR�FKDQJH
SXEOLF�SHUFHSWLRQV�WKDW�HQJDJLQJ�LQ�GUXJ�WUDIILFNLQJ�LV�DQ�DFFHSWDEOH�PHDQV�WR�HVFDSH�SRYHUW\�

,QWHUQDWLRQDO�DVVLVWDQFH�FDQ�SOD\�D�VWURQJ�SDUW�LQ�DVVLVWLQJ�+DLWL�LQ�FRQIURQWLQJ�WKH�GUXJ�WUDGH��6XFK
DVVLVWDQFH��KRZHYHU��LV�YDOXHOHVV�DQG�ZLOO�QRW�EH�IRUWKFRPLQJ�XQOHVV�+DLWL�PRYHV�GHFLVLYHO\�WR
VWUHQJWKHQ�ODZ�HQIRUFHPHQW�DQG�MXGLFLDO�LQVWLWXWLRQV��SDUWLFXODUO\ �WR�URRW�RXW�DQG�HVWDEOLVK�HIIHFWLYH
LQWHUQDO�FRQWUROV�DJDLQVW�FRUUXSWLRQ��:LWKRXW�WDNLQJ�EDVLF�PHDVXUHV�VXFK�DV�UHLQYLJRUDWLQJ�WKH
,QVSHFWRU�*HQHUDO�IXQFWLRQ�RI�WKH�+DLWLDQ�1DWLRQDO�3ROLFH�DQG�HQDFWLQJ�DQG�LPSOHPHQWLQJ�IXOO\�WRXJK
DQWLFRUUXSWLRQ�VWDWXWHV��+DLWL
V�DQG�WKH�LQWHUQDWLRQDO�FRPPXQLW\
V�HIIRUWV�WR�ILJKW�LOOHJDO�GUXJV�WKHUH�ZLOO
EH�GHVWLQHG�WR�EH�LQHIIHFWLYH�

Jamaica

,��6XPPDU\

-DPDLFD�LV�D�PDMRU�WUDQVLW�SRLQW�IRU�6RXWK�$PHULFDQ�FRFDLQH�HQ�URXWH�WR�WKH�8�6��DV�ZHOO�DV�WKH�ODUJHVW
&DULEEHDQ�SURGXFHU�DQG�H[SRUWHU�RI�PDULMXDQD��'XULQJ�������WKH�*RYHUQPHQW�RI�-DPDLFD��*2-��PDGH
VRPH�SURJUHVV�WRZDUG�PHHWLQJ�WKH�JRDOV�DQG�REMHFWLYHV�RI�WKH������81�'UXJ�&RQYHQWLRQ��,QFUHDVHG
WUDIILFNLQJ�WKURXJK�-DPDLFD�LQGLFDWHV�WKH�QHHG�IRU�WKH�*2-�WR�LQWHQVLI\�DQG�IRFXV�LWV�ODZ�HQIRUFHPHQW
HIIRUWV�DQG�WR�HQKDQFH �LWV�LQWHUQDWLRQDO�FRRSHUDWLRQ�

,Q�������WKH�*2-�DPHQGHG�LWV������0RQH\�/DXQGHULQJ�$FW�WR�DGG�IUDXG��FRUUXSWLRQ��DQG�ILUHDUPV
WUDIILFNLQJ�DV�SUHGLFDWH�RIIHQVHV��)XUWKHU�*2-�DFWLRQ�LV�QHHGHG��KRZHYHU��WR�EULQJ�-DPDLFD�LQ�OLQH�ZLWK
LQWHUQDWLRQDO�VWDQGDUGV��LQFOXGLQJ�DQ�LPSURYHG�DVVHW�IRUIHLWXUH�UHJLPH�DQG�DQ�RSHUDWLRQDO�ILQDQFLDO
DQDO\VLV�XQLW��,Q�������WKH�*2-�HQDFWHG�OHJLVODWLRQ�HQDEOLQJ�DVVHW�VKDULQJ�DJUHHPHQWV�ZLWK�RWKHU
JRYHUQPHQWV��DQ�DJUHHPHQW�ZLWK�WKH�8�6��LV�SHQGLQJ�

7KH�*2-�EURXJKW�LQWR�IRUFH�LQ�$SULO������D�3UHFXUVRU�&KHPLFDOV�$FW��EXGJHWHG�IRU�LPSOHPHQWDWLRQ�RI
FKHPLFDO�FRQWUROV��DQG�LV�WDNLQJ�DFWLRQ��ZLWK�8�6��DVVLVWDQFH��WR�FRPSO\�ZLWK�UHFRPPHQGDWLRQV
SURYLGHG�E\�2$6�&,&$'
V�3UHFXUVRUV�&RQWURO�3URMHFW��$OWKRXJK�WKH�*2-�PDGH�SURJUHVV�LQ
LPSOHPHQWLQJ�WKH�UHFRPPHQGDWLRQV�FRQWDLQHG�LQ�D������SRUW�VHFXULW\�DVVHVVPHQW�DQG�LQFUHDVHG
VHFXULW\�SUHVHQFH�DW�LWV�SRUWV��GUXJ�WUDIILFNHUV�FRQWLQXH�WR�XVH�-DPDLFD
V�DLU�DQG�VHDSRUWV��8�6��&XVWRPV
UHSRUWV�WKDW�-DPDLFD�LV�WKH�HPEDUNDWLRQ�SRLQW�RI�WKH�ODUJHVW�QXPEHU�RI�SDVVHQJHUV�DUUHVWHG�ZLWK�GUXJV�DW
8�6��DLUSRUWV��:KLOH�HYLGHQFH�IURP�GUXJ�GHWHFWLRQ�WHFKQRORJ\��VXFK�DV�LRQ�VFDQ��FDQ�EH�H[SORLWHG�XQGHU
FHUWDLQ�FRQGLWLRQV��WKH�*2-�VKRXOG�FRQVLGHU�SURYLGLQJ�VSHFLILF�OHJLVODWLRQ�WR�DGPLW�WKLV�W\SH�RI
HYLGHQFH�LQ�-DPDLFDQ�FRXUWV��,Q�'HFHPEHU�������WKH�*2-�LQWURGXFHG�D�ZLUHWDS�ELOO�LQ�3DUOLDPHQW�

7KH�)XJLWLYH�$SSUHKHQVLRQ�7HDP��D�VSHFLDO�SROLFH�XQLW�GHGLFDWHG�WR�WKH�DSSUHKHQVLRQ�DQG�HYHQWXDO
H[WUDGLWLRQ�RI�FULPLQDOV�ZDQWHG�E\�WKH�8�6���DLGHG�E\�RIILFHUV�RI�WKH�8�6��0DUVKDOV�6HUYLFH��PDGH�RYHU
���DUUHVWV�LQ�������PRUH�WKDQ�GRXEOH�WKH�QXPEHU�LQ�������7KH�*2-�H[WUDGLWHG����SHRSOH�WR�WKH�8�6��LQ
�����DQG�LV�DFWLYHO\�ZRUNLQJ�RQ�RYHU����FDVHV��/HJLVODWLRQ�FUHDWLQJ�GUXJ�FRXUWV�FDPH�LQWR�IRUFH�LQ
������WKH�FRXUWV�VKRXOG�EHJLQ�VLWWLQJ�LQ������

&RUUXSWLRQ�FRQWLQXHV�WR�XQGHUPLQH�ODZ�HQIRUFHPHQW�DQG�MXGLFLDO�HIIRUWV�DJDLQVW�GUXJ�UHODWHG�FULPH�LQ
-DPDLFD��7KH�*2-�UHLQWURGXFHG�LQ�3DUOLDPHQW�LWV�DQWLFRUUXSWLRQ�ELOO��ZKLFK�SDVVHG�LQ�'HFHPEHU��DQG
DPHQGPHQWV�WR�VWUHQJWKHQ�WKH�3DUOLDPHQW��,QWHJULW\�RI�0HPEHUV��$FW��,PSOHPHQWDWLRQ�RI�WKHVH�ELOOV



DQG�UDWLILFDWLRQ�RI�WKH�,QWHU�$PHULFDQ�&RQYHQWLRQ�$JDLQVW�&RUUXSWLRQ�FRXOG�KHOS�WKH�*2-�URRW�RXW
FRUUXSWLRQ�LQ�WKH�SXEOLF�VHFWRU�

$�VLJQLILFDQW�LQFUHDVH�LQ�WKH�IORZ�RI�FRFDLQH�WKURXJK�-DPDLFD�LQ�WKH�ILUVW�KDOI�RI�������FRXSOHG�ZLWK
UHGXFHG�FRFDLQH�VHL]XUHV�DQG�PDULMXDQD�HUDGLFDWLRQ�E\�WKH�*2-��LQGLFDWHV�WKDW�WKH�*2-�QHHGV�WR�WDNH
PRUH�LQWHQVLYH�ODZ�HQIRUFHPHQW�DFWLRQ�ZLWK�HQKDQFHG�LQWHUQDWLRQDO�FRRSHUDWLRQ�WR�GLVUXSW�GUXJ
WUDIILFNLQJ�DQG�SURGXFWLRQ�DFWLYLWLHV�LQ�-DPDLFDQ�WHUULWRU\�DQG�ZDWHUV��6XFK�DFWLRQV�LQFOXGH�WKH�DUUHVW
DQG�SURVHFXWLRQ�RI�VLJQLILFDQW�GUXJ�WUDIILFNHUV�RSHUDWLQJ�LQ�-DPDLFD��GLVPDQWOLQJ�RI�VPDOO�LQGHSHQGHQW
JURXSV�WKDW�FRQGXFW�WKH�GUXJ�WUDGH��DQG�LQFUHDVHG�GUXJ�VHL]XUHV�DQG�HUDGLFDWLRQ��$V�LW�DJUHHG�WR�GR�LQ
������WKH�*2-�VKRXOG�GHYHORS�D�YHWWHG�VSHFLDO�LQYHVWLJDWLYH�XQLW�WR�LGHQWLI\�DQG�WDUJHW�VLJQLILFDQW�GUXJ
WUDIILFNHUV��-DPDLFDQ�IRUFHV�SDUWLFLSDWHG�LQ�FRPELQHG�RSHUDWLRQV�XQGHU�WKH�-DPDLFD�8�6��ELODWHUDO
PDULWLPH�DJUHHPHQW��EXW�VKRXOG�WDNH�IXOO�DGYDQWDJH�RI�WKH�DJUHHPHQW�LQ�RUGHU�WR�UHGXFH�WKH�GUXJ�IORZ
WKURXJK�-DPDLFD��8�6��ODZ�HQIRUFHPHQW�DJHQFLHV�QRWH�WKDW�FRRSHUDWLRQ�ZLWK�WKHLU�*2-�FRXQWHUSDUWV�LV
JHQHUDOO\�JRRG�EXW�FRXOG�EH�VLJQLILFDQWO\�LPSURYHG�

7KH�*2-�KDV�LQ�SODFH�D�QDWLRQDO�GUXJ�FRQWURO�VWUDWHJ\�WKDW�FRYHUV�ERWK�VXSSO\�DQG�GHPDQG�UHGXFWLRQ�
WKH�*2-�VKRXOG�DGG�WR�LW�VSHFLILF�JRDOV�DQG�REMHFWLYHV�DQG�PHDVXUHV�RI�HIIHFWLYHQHVV��-DPDLFD�LV�D�SDUW\
WR�WKH������81�'UXJ�&RQYHQWLRQ�

,,��6WDWXV�RI�&RXQWU\

-DPDLFD�LV�D�PDMRU�WUDQVLW�FRXQWU\�IRU�FRFDLQH�IURP�6RXWK�$PHULFD�GHVWLQHG�IRU�WKH�8�6��DQG�RWKHU
PDUNHWV��DQG�DOVR�WKH�IRUHPRVW�SURGXFHU�DQG�H[SRUWHU�RI�PDULMXDQD�LQ�WKH�&DULEEHDQ��-DPDLFD�LV�QRW�D
VLJQLILFDQW�UHJLRQDO�ILQDQFLDO�FHQWHU��WD[�KDYHQ��RU�RIIVKRUH�EDQNLQJ�FHQWHU��DQG�ORFDO�FULPLQDOV�GLVWUXVW
-DPDLFDQ�ILQDQFLDO�LQVWLWXWLRQV��1HYHUWKHOHVV��VRPH�PRQH\�ODXQGHULQJ�GRHV�RFFXU��PRVW�OLNHO\�WKURXJK
WKH�SXUFKDVH�RI�DVVHWV��VXFK�DV�KRXVHV�RU�FDUV��UDWKHU�WKDQ�ILQDQFLDO�LQVWUXPHQWV��,W�LV�GLIILFXOW�
KRZHYHU��WR�GLVWLQJXLVK�EHWZHHQ�DVVHWV�DFTXLUHG�IURP�ODXQGHULQJ�RSHUDWLRQV�DQG�WKRVH�UHVXOWLQJ�IURP
OHJLWLPDWH�UHPLWWDQFHV��-DPDLFD�LV�QRW�D�VRXUFH�RI�SUHFXUVRU�RU�HVVHQWLDO�FKHPLFDOV�XVHG�LQ�WKH
SURGXFWLRQ�RI�LOOLFLW�QDUFRWLFV��1RQHWKHOHVV��WKH�8�6��DQG�2$6�&,&$'�DUH�FRQFHUQHG�RYHU�WKH
YXOQHUDELOLW\�RI�&DULEEHDQ�SRUWV��LQFOXGLQJ�WKRVH�LQ�-DPDLFD��WR�LOOHJDO�GLYHUVLRQ�RI�SUHFXUVRU�DQG
HVVHQWLDO�FKHPLFDOV��,OOLFLWO\�REWDLQHG�LVRSURS\O�DOFRKRO�KDV�EHHQ�XVHG�WR�H[WUDFW�KDVKLVK�RLO�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

-DPDLFD
V�FRXQWHUQDUFRWLFV�HIIRUWV�KDYH�WDNHQ�SODFH�DJDLQVW�D�EDFNGURS�RI�VHYHUH�UHVRXUFH�FRQVWUDLQWV
FDXVHG�E\�D�FRQWLQXLQJ�UHFHVVLRQ�������ZDV�-DPDLFD
V�ILIWK�VWUDLJKW�\HDU�RI�QHJDWLYH�RU�IODW�HFRQRPLF
JURZWK�

3ROLF\�,QLWLDWLYHV��7KH�*2-�SXEOLFO\�VWDWHV�LWV�FRPPLWPHQW�WR�FRPEDWLQJ�LOOHJDO�GUXJV��-DPDLFD�
KRZHYHU��RSHUDWHV�XQGHU�VHYHUH�UHVRXUFH�FRQVWUDLQWV��ZLWK�RYHU�KDOI�RI�LWV�QDWLRQDO�EXGJHW�JRLQJ�IRU
GHEW�VHUYLFLQJ�

$�3UHFXUVRU�&KHPLFDOV�$FW��EDVHG�RQ�WKH�UHFRPPHQGDWLRQV�RI�WKH������81�&RQYHQWLRQ�DQG�WKH
&,&$'�PRGHO�UHJXODWLRQV��HQWHUHG�LQWR�IRUFH�LQ�$SULO�������DOWKRXJK�LPSOHPHQWLQJ�UHJXODWLRQV�KDYH
QRW�\HW�EHHQ�ILQDOL]HG��,Q�WKH�FRXUVH�RI�GUDIWLQJ�WKH�LPSOHPHQWLQJ�UHJXODWLRQV��WKH�*2-�LGHQWLILHG
ZHDNQHVVHV�LQ�WKH�$FW�DQG�LV�GUDIWLQJ�DPHQGPHQWV�WR�VWUHQJWKHQ�LW��*2-�RIILFLDOV�DUH�DOVR�ZRUNLQJ
FORVHO\�ZLWK�'($�WR�LGHQWLI\�WUDLQLQJ�QHHGV�DQG�HVWDEOLVK�D�FRPPXQLFDWLRQ�QHWZRUN�EHWZHHQ�WKH
FRQFHUQHG�DJHQFLHV��SXUVXDQW�WR�WKH�UHFRPPHQGDWLRQV�FRQWDLQHG�LQ�WKH�2$6�&,&$'�UHSRUW��,Q
'HFHPEHU�������WKH�*2-�LQWURGXFHG�WKH�,QWHUFHSWLRQ�RI�&RPPXQLFDWLRQV��ZLUHWDS��$FW�LQ�3DUOLDPHQW
WKDW�YHVWV�WKH�DXWKRULW\�WR�WDS�YRLFH�DQG�HOHFWURQLF�WHOHFRPPXQLFDWLRQV�ZLWK�WKH�FRXUWV�UDWKHU�WKDQ�WKH
3ULPH�0LQLVWHU��/HJLVODWLRQ�FUHDWLQJ�GUXJ�FRXUWV��SDVVHG�E\�3DUOLDPHQW�LQ�ODWH�������ZDV�HQDFWHG�LQ
������5HJXODWLRQV�IRU�WKH�FRXUWV�KDYH�EHHQ�GUDIWHG��DQG�WKH�FRXUWV�VKRXOG�EHJLQ�VLWWLQJ�LQ������

-DPDLFD�KDV�D�1DWLRQDO�$QWL'UXJ�3ODQ��������������WKDW�FRYHUV�VXSSO\�DQG�GHPDQG�UHGXFWLRQ��7KH
SODQ��KRZHYHU��GRHV�QRW�FRQWDLQ�JRDOV�DQG�REMHFWLYHV�DQG�PHDVXUHV�RI�HIIHFWLYHQHVV��7KH�1DWLRQDO
&RXQFLO�RQ�'UXJ�$EXVH��1&'$���WKH�OHDG�RUJDQL]DWLRQ�IRU�UHYLVLRQ�RI�WKH�'UXJ�3ODQ��LV�SURSRVLQJ�WR
KROG�D�ZRUNVKRS�XQGHU�&,&$'�DXVSLFHV�WR�SURPRWH�SODQ�UHYLVLRQ�

$FFRPSOLVKPHQWV��,Q�������3DUOLDPHQW�SDVVHG�DPHQGPHQWV�WR�WKH������0RQH\�/DXQGHULQJ�$FW�WKDW
H[SDQG�WKH�SUHGLFDWH�RIIHQVHV�WR�IUDXG��FRUUXSWLRQ��DQG�ILUHDUPV�WUDIILFNLQJ��$OWKRXJK�WKH�*2-�KDV
WDNHQ�VWHSV�WR�HVWDEOLVK�D�ILQDQFLDO�DQDO\VLV�XQLW��LQFOXGLQJ�LGHQWLI\LQJ�VWDII�DQG�RIILFH�VSDFH��LW�LV�QRW
\HW�RSHUDWLRQDO��7KH�81'&3�SURYLGHG�D�PHQWRU�LQ������WR�ZRUN�ZLWK�WKH�XQLW�

$OWKRXJK�WKH�*2-�WRRN�VWHSV�LQ������WR�VWUHQJWKHQ�SRUW�VHFXULW\��-DPDLFD
V�DLU�DQG�VHDSRUWV�FRQWLQXH
WR�EH�XWLOL]HG�E\�WUDIILFNHUV�RI�LOOHJDO�GUXJV��7KH�*2-�KDV�QRZ�LPSOHPHQWHG�PRVW�RI�WKH



UHFRPPHQGDWLRQV�IURP�WKH������3RUW�6HFXULW\�$VVHVVPHQW��LQFOXGLQJ�HVWDEOLVKPHQW�RI�D�FKDOOHQJH
SROLF\��UHSDLU�RI�[�UD\�HTXLSPHQW��LQVWDOODWLRQ�RI�FORVHG�FLUFXLW�79�V\VWHPV�DQG�LPSOHPHQWDWLRQ�RI�D
VLQJOH�,'�SROLF\�DW�WKH�DLUSRUW��7KH�RQO\�PDMRU�RXWVWDQGLQJ�UHFRPPHQGDWLRQ�LV�LPSOHPHQWDWLRQ�RI�D
VLQJOH�,'�FDUG�IRU�VHDSRUW�DFFHVV��ZKLFK�WKH�*2-�VWDWHV�VKRXOG�EH�DFFRPSOLVKHG�LQ������ZLWK�WKH
UHWXUQ�RI�WKH�3RUW�6HFXULW\�)RUFH�WR�WKH�ZKDUYHV��7KH�*2-�LV�DOVR�HQWHUWDLQLQJ�ELGV�IRU�FRPSOHWH
FRQWDLQHU�LQVSHFWLRQ�VHUYLFHV��,Q�������WKH�*2-�WUDLQHG����QHZ�FLYLOLDQ�LPPLJUDWLRQ�RIILFHUV�
SHUPLWWLQJ�WKH�UHOHDVH�RI�VHFXULW\�SHUVRQQHO�EDFN�WR�VHFXULW\�GXWLHV��7KH�&RQWUDEDQG�(QIRUFHPHQW
7HDP��&(7��LV�FXUUHQWO\�VWDIIHG�ZLWK����&XVWRPV�RIILFHUV�DQG�WZR�-DPDLFDQ�&RQVWDEXODU\�)RUFH��-&)�
SHUVRQQHO��KRZHYHU��WKH�&XVWRPV�PRGHUQL]DWLRQ�SODQ�FDOOV�IRU�H[SDQVLRQ�RI�WKH�&XVWRPV�FRPSRQHQW�WR
���RIILFHUV��&(7�SHUVRQQHO�DUH�QRZ�VWDWLRQHG�DW�WKH�SRUWV�RQ�D����KRXU�EDVLV��DV�DUH�-&)�1DUFRWLFV
'LYLVLRQ�SHUVRQQHO�DW�WKH�LQWHUQDWLRQDO�DLUSRUWV���D�PRYH�WKDW�FRQWULEXWHG�WR�GRXEOH�WKH�QXPEHU�RI�GUXJ
FRXULHU�DUUHVWV�DW�.LQJVWRQ
V�0DQOH\�$LUSRUW�

7R�VHUYH�DV�D�GHWHUUHQW�WR�ODQGLQJV�RI�GUXJ�VPXJJOLQJ�SULYDWH�SODQHV��WKH�*2-�PDGH�RSHUDWLRQDO�86*�
SURYLGHG�WUDLOHUV�DW�WZR�VPDOO�GRPHVWLF�DLUSRUWV��7KH�WUDLOHUV�DUH�PDQQHG�E\�-&)�QDUFRWLFV�RIILFHUV�RQ�D
SHUPDQHQW����KRXU�EDVLV��EXW�UHDFWLRQ�DQG�FRPPXQLFDWLRQ�FDSDELOLWLHV�RI�WKH�RIILFHUV�DUH�OLPLWHG�
1RQHWKHOHVV��WKH�SHUPDQHQW�SUHVHQFH�RI�-&)�DW�WKHVH�DLUSRUWV�DSSHDUV�WR�SURYLGH�D�GHWHUUHQW�HIIHFW�DV
UHSRUWV�RI�VXVSHFWHG�DLU�WUDIILFNLQJ�KDYH�GHFOLQHG�PDUNHGO\�

,Q�6HSWHPEHU�������-DPDLFD �VLJQHG�D�/HWWHU�RI�$JUHHPHQW��/2$��ZLWK�WKH�8�6��WKDW�VXSSRUWV�SURMHFWV
GHVLJQHG�WR�WKZDUW�WKH�H[SORLWDWLRQ�RI�-DPDLFDQ�WHUULWRU\�E\�GUXJ�SURGXFHUV�DQG�WUDIILFNHUV�DQG�RWKHU
LQWHUQDWLRQDO�FULPLQDOV�

/DZ�(QIRUFHPHQW�(IIRUWV��%RWK�WKH�-DPDLFDQ�'HIHQVH�)RUFH��-')��DQG�WKH�-&)�DVVLJQ�D�KLJK�SULRULW\
WR�FRXQWHUQDUFRWLFV�PLVVLRQV��:KLOH�WKH�-&)�LQ�JHQHUDO�VXIIHUV�IURP�LQVWLWXWLRQDO�SUREOHPV�UHFRJQL]HG
E\�WKH�-&)�OHDGHUVKLS��WKH�1DUFRWLFV�3ROLFH�RI�WKH�-&)�LV�D�FRPSHWHQW�DQG�UHVSHFWHG�XQLW�

'HVSLWH�D�VLJQLILFDQW�LQFUHDVH�LQ�WKH�HVWLPDWHG�FRFDLQH�IORZ�WKURXJK�-DPDLFD��LQ�������WKH�*2-�VHL]HG
��������NLORJUDPV�RI�FRFDLQH��OHVV�WKDQ�LQ�������$OPRVW�RQH�KDOI�RI�WKLV�DPRXQW������NLORJUDPV��ZDV
VHL]HG�LQ�D�MRLQW�8�6��&RDVW�*XDUG�'($�-&)�-')�RSHUDWLRQ��7KH�*2-�DUUHVWHG�������GUXJ�RIIHQGHUV�
LQFOXGLQJ�����IRU�FRFDLQH�UHODWHG�RIIHQVHV��7KH�*2-�HUDGLFDWHG�����KHFWDUHV�RI�PDULMXDQD�LQ������
VKRUW�RI�WKH�JRDO�RI�������KHFWDUHV�VHW�RXW�LQ�WKH�)<����/HWWHU�RI�$JUHHPHQW��/2$��ZLWK�WKH�8�6�
+RZHYHU��IROORZLQJ�D�VWULNH�E\�SULVRQ�JXDUGV��WKH�-')�ZDV�DVVLJQHG�WR�SURYLGH�HPHUJHQF\�ZDUGHU
VHUYLFH�DQG�ZDV�XQDEOH�WR�FRQWLQXH�LWV�HUDGLFDWLRQ�SURJUDP��OHDYLQJ�WKH�WDVN�WRWDOO\�WR�WKH�-&)�DQG
UHGXFLQJ�WKH�PDQSRZHU�DVVLJQHG�WR�WKH�SURJUDP��,Q�DGGLWLRQ�WR�WKH�FDQQDELV�PDQXDOO\�HUDGLFDWHG�E\
-&)�SHUVRQQHO��*2-�DXWKRULWLHV�LQ������VHL]HG�DQG�GHVWUR\HG������PHWULF�WRQV�RI�PDULMXDQD����
NLORJUDPV�RI�KDVKLVK��DQG�������NLORJUDPV�RI�KDVK�RLO�

7KH�)XJLWLYH�$SSUHKHQVLRQ�7HDP��)$7���D�VSHFLDO�XQLW�HVWDEOLVKHG�E\�WKH�-&)��LV�GHGLFDWHG�WR�WKH
FDSWXUH�DQG�HYHQWXDO�H[WUDGLWLRQ�RI�FULPLQDOV�ZDQWHG�E\�WKH�8�6��:RUNLQJ�FORVHO\�ZLWK�RIILFHUV�IURP
WKH�8�6��0DUVKDOV�6HUYLFH��WKH�)$7�PDGH�RYHU����DUUHVWV�LQ�������,Q�-XO\��WKH�)$7�DUUHVWHG�D�GUXJ
WUDIILFNHU�ZKR�LV�WKH�VXEMHFW�RI�D�8�6��H[WUDGLWLRQ�UHTXHVW��EXW�WKH�WUDIILFNHU�VXEVHTXHQWO\�HVFDSHG
FXVWRG\�DQG�KDV�QRW�EHHQ�ORFDWHG��7KH�'LUHFWRU�RI�3XEOLF�3URVHFXWLRQV�LV�LQYHVWLJDWLQJ�WKH�HYHQWV
VXUURXQGLQJ�WKH�HVFDSH��,Q�������WKH�*2-�H[WUDGLWHG�6DPXHO�.QRZOHV��D�PDMRU�%DKDPLDQ�GUXJ
WUDIILFNHU��WR�WKH�%DKDPDV��7KH�2UJDQL]HG�&ULPH�8QLW�UDLGHG�WKH�KRPH�RI�-DPHV�3LQQRFN�RI�WKH
.QRZOHV�RUJDQL]DWLRQ��VHL]LQJ�FRPSXWHU�HTXLSPHQW�DQG�FXUUHQF\�RI�YDULRXV�QDWLRQV��EXW�KDV�QRW�\HW
DUUHVWHG�3LQQRFN��7KH�*2-�GLG�QRW�HVWDEOLVK�D�YHWWHG�VSHFLDO�LQYHVWLJDWLYH�XQLW�WR�WDUJHW�PDMRU�GUXJ
WUDIILFNHUV��ZKLFK�LW�DJUHHG�WR�GR�LQ�������6PDOO�LQGHSHQGHQW�JURXSV��KRZHYHU��FRQGXFW�PRVW�RI�WKH
GUXJ�WUDGH�LQ�-DPDLFD��DQG�WKH�2UJDQL]HG�&ULPH�8QLW�LQYHVWLJDWHV�WKHVH�FDVHV�

&RUUXSWLRQ��&RUUXSWLRQ�FRQWLQXHV�WR�XQGHUPLQH�ODZ�HQIRUFHPHQW�DQG�MXGLFLDO�HIIRUWV�DJDLQVW�GUXJ�
UHODWHG�FULPH�LQ�-DPDLFD��7KH�*2-�LV�VHHNLQJ�WR�DGGUHVV�WKH�LVVXH�RI�SXEOLF�FRUUXSWLRQ�ZLWK�SDVVDJH�LQ
'HFHPEHU������RI�LWV�DQWLFRUUXSWLRQ�OHJLVODWLRQ��ZKLFK�GHILQHV�DFWV�RI�FRUUXSWLRQ�E\�SXEOLF�VHUYDQWV�
PDQGDWHV�DVVHW�GHFODUDWLRQV��DQG�HVWDEOLVKHV�D�&RUUXSWLRQ�&RPPLVVLRQ�WR�LQYHVWLJDWH�FRUUXSWLRQ
FKDUJHV��7KH�*2-�KDV�LQGLFDWHG��KRZHYHU��WKDW�WKH�&RUUXSWLRQ��3UHYHQWLRQ��$FW�ZLOO�QRW�FRPH�LQWR
IRUFH�XQWLO�LW�LV�DPHQGHG�WR�LQFOXGH�UHFRPPHQGDWLRQV�IURP�D�JRYHUQPHQW�VSRQVRUHG�UHSRUW�RQ
FRUUXSWLRQ��,Q�������WKH�*2-�DOVR�LQWURGXFHG�LQ�3DUOLDPHQW�DPHQGPHQWV�WR�VWUHQJWKHQ�WKH�3DUOLDPHQW
�,QWHJULW\�RI�0HPEHUV��$FW��7KH�*2-�KDV�VWDWHG�WKDW�HQDFWPHQW�RI�LWV�DQWLFRUUXSWLRQ�ELOO�PXVW�RFFXU
EHIRUH�LW�FDQ�UDWLI\�WKH�,QWHU�$PHULFDQ�&RQYHQWLRQ�$JDLQVW�&RUUXSWLRQ�

7KH�*2-�GRHV�QRW�HQFRXUDJH�RU�IDFLOLWDWH�WKH�LOOLFLW�SURGXFWLRQ�RU�GLVWULEXWLRQ�RI�QDUFRWLF�RU
SV\FKRWURSLF�GUXJV�RU�RWKHU�FRQWUROOHG�VXEVWDQFHV��RU�WKH�ODXQGHULQJ�RI�SURFHHGV�IURP�LOOHJDO�GUXJ
WUDQVDFWLRQV��$V�D�PDWWHU�RI�SROLF\��WKH�*2-�SURVHFXWHV�LQGLYLGXDOV�ZKR�E\�UHOLDEOH�HYLGHQFH�DUH�OLQNHG
WR�GUXJ�UHODWHG�DFWLYLW\��7KH�*2-�KDV�QRW�SURVHFXWHG�DQ\�VHQLRU�-DPDLFDQ�JRYHUQPHQW�RIILFLDO�IRU
IDFLOLWDWLQJ�WKH�LOOLFLW�SURGXFWLRQ�RU�GLVWULEXWLRQ�RI�VXFK�GUXJV�RU�VXEVWDQFHV��RU�WKH�ODXQGHULQJ�RI



SURFHHGV�IURP�LOOHJDO�GUXJ�WUDQVDFWLRQV��7KH�*2-�KDV�D�SROLF\�RI�LQYHVWLJDWLQJ�FUHGLEOH�UHSRUWV�RI�SROLFH
FRUUXSWLRQ��2QH�PDMRU�LQYHVWLJDWLRQ�LQWR�DOOHJHG�SROLFH�QDUFRFRUUXSWLRQ�LV�XQGHU�ZD\��,Q�DGGLWLRQ��WKH
-&)�UHFHLYHG����UHSRUWV�RI�GUXJ�UHODWHG�FRUUXSWLRQ�LQYROYLQJ�SROLFH�SHUVRQQHO�LQ�������ZKLFK�DUH
FXUUHQWO\�XQGHU�LQYHVWLJDWLRQ��2QH�SROLFH�RIILFHU�ZDV�DUUHVWHG�IRU�SRVVHVVLRQ�DQG�GHDOLQJ�LQ�PDUL MXDQD�
7KH�-&)�FRQGXFWV�GUXJ�WHVWLQJ�RI�UHFUXLWV�DW�WKHLU�LQLWLDO�SK\VLFDO�H[DP��EXW�GRHV�QRW�KDYH�D�SROLF\�RI
UDQGRP�GUXJ�WHVWLQJ��7KH�-')�KDV�D��]HUR�WROHUDQFH��SROLF\�RQ�GUXJ�LQYROYHPHQW�E\�LWV�PHPEHUV�

$VVHW�)RUIHLWXUH��'XULQJ�������-DPDLFDQ�DXWKRULWLHV�VHL]HG����PRWRU�YHKLFOHV�����ERDWV��DQG�WKUHH
VKLSSLQJ�FRQWDLQHUV�LQ�GUXJ�UHODWHG�LQFLGHQWV��(LJKWHHQ�RI�WKH�ERDWV�KDYH�EHHQ�IRUPDOO\�IRUIHLWHG�XQGHU
FRXUW�SURFHGXUHV��WKH�UHVW�RI�WKH�VHL]HG�LWHPV�UHPDLQ�LQ�JRYHUQPHQW�FXVWRG\��-DPDLFD
V�FXUUHQW�DVVHW
IRUIHLWXUH�UHJLPH��KRZHYHU��GRHV�QRW�SHUPLW�WKH�*2-�WR�WDNH�IXOO�DGYDQWDJH�RI�WKH�IRUIHLWXUH
PHFKDQLVP��DV�WKH������'UXJ�2IIHQVHV��)RUIHLWXUH�RI�3URFHHGV��$FW�UHTXLUHV�D�FULPLQDO�GUXJ�
WUDIILFNLQJ�FRQYLFWLRQ�DV�D�SUHUHTXLVLWH�WR�WKH�IRUIHLWXUH�RI�DVVHWV�DVVRFLDWHG�ZLWK�GUXJ�WUDIILFNLQJ�
-DPDLFD�GRHV �QRW�KDYH�D�FLYLO�IRUIHLWXUH�VWDWXWH�

$JUHHPHQWV�DQG�7UHDWLHV��-DPDLFD�KDV�D�0XWXDO�/HJDO�$VVLVWDQFH�7UHDW\��0/$7��DQG�DQ�H[WUDGLWLRQ
WUHDW\�ZLWK�WKH�8�6��%RWK�FRXQWULHV�XWLOL]H�WKH�0/$7�LQ�FRPEDWLQJ�LOOHJDO�QDUFRWLFV�WUDIILFNLQJ�DQG
RWKHU�FULPHV��-DPDLFD�LV�DOVR�D�SDUW\�WR�WKH�0/$7�DPRQJ�WKH�&RPPRQZHDOWK�VWDWHV��$�8�6��-DPDLFD
PDULWLPH�FRXQWHUQDUFRWLFV�FRRSHUDWLRQ�DJUHHPHQW�FDPH�LQWR�IRUFH�LQ�)HEUXDU\�������-DPDLFD�KDV
UDWLILHG�WKH������81�6LQJOH�&RQYHQWLRQ�RQ�1DUFRWLF�'UXJV�DQG�LWV������3URWRFRO��WKH������81
&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV��DQG�WKH������81�'UXJ�&RQYHQWLRQ�

7KH�*2-�H[WUDGLWHG�WHQ�SHRSOH�WR�WKH�8�6��LQ�������PRUH�WKDQ�GRXEOH�WKH�IRXU�LQ�������7KHUH�DUH���
DFWLYH�SHQGLQJ�H[WUDGLWLRQ�UHTXHVWV�����RI�ZKLFK�DUH�SURFHHGLQJ�WKURXJK�WKH�FRXUWV�IROORZLQJ�DUUHVWV�
-DPDLFDQ�DXWKRULWLHV�DUH�JHQHUDOO\�UHFHSWLYH�WR�DQG�FRRSHUDWLYH�ZLWK�8�6��UHTXHVWV�IRU�H[WUDGLWLRQ�
+RZHYHU��WKH�QXPHURXV�DSSHDOV�DYDLODEOH�WR�FULPLQDO�GHIHQGDQWV��FRPELQHG�ZLWK�DQ�RYHUEXUGHQHG
FRXUW�V\VWHP��PHDQ�WKDW�FRQWHVWHG�H[WUDGLWLRQ�UHTXHVWV�FDQ�WDNH�IRXU�WR�ILYH�\HDUV��DQG�SRVVLEO\�ORQJHU�
WR�IXOO\�OLWLJDWH�

,OOLFLW�&XOWLYDWLRQ�3URGXFWLRQ��-DPDLFD�LV�WKH�ODUJHVW�&DULEEHDQ�SURGXFHU�DQG�H[SRUWHU�RI�PDULMXDQD�
7KH�FRQVXPSWLRQ�RI�PDULMXDQD�LV�LOOHJDO�LQ�-DPDLFD��DQG�WKH�*2-�KDV�FRQVLVWHQWO\�UHMHFWHG�FDOOV�IRU�LWV
OHJDOL]DWLRQ��,Q�������KRZHYHU��WKH�XSSHU�KRXVH�RI�3DUOLDPHQW�FDOOHG�IRU�HVWDEOLVKPHQW�RI�D
FRPPLVVLRQ�WR�UHYLHZ�WKH��GHFULPLQDOL]DWLRQ��RI�SHUVRQDO�XVDJH�RI�PDULMXDQD��DQG�WKH�UXOLQJ�3HRSOH
V
1DWLRQDO�3DUW\�XQDQLPRXVO\�DGRSWHG�D�UHVROXWLRQ�FDOOLQJ�IRU�WKH�DSSRLQWPHQW�RI�VXFK�D�FRPPLVVLRQ�
:KLOH�WKH�FRPPLVVLRQ�KHOG�KHDULQJV�GXULQJ�������LW�KDV�QRW�\HW�SURGXFHG�DQ\�ILQGLQJV�

7KHUH�LV�QR�DFFXUDWH�HVWLPDWH�RI�WKH�DPRXQW�RI�PDULMXDQD�XQGHU�FXOWLYDWLRQ�RU�RQ�WKH�QXPEHU�RI
KDUYHVWV�SHU�\HDU��PDNLQJ�HUDGLFDWLRQ�WDUJHWV�GLIILFXOW��&URSV�DUH�XVXDOO\�FRQFHDOHG�LQ�VZDPSV�DQG
RWKHU�UHPRWH�DUHDV�WKDW�KDYH�OLPLWHG�URDG�DFFHVV��3DVW�VXFFHVVHV�LQ�HUDGLFDWLRQ�QRZ�PDNH�PDULMXDQD
ILHOGV�PRUH�GLIILFXOW�WR�ORFDWH�ZLWKRXW�DHULDO�VXUYHLOODQFH��IRU�ZKLFK�WKH�*2-�KDV�UHTXHVWHG�86*
DVVLVWDQFH�GXH�WR�LWV�VHYHUHO\�OLPLWHG�FDSDFLW\��:KLOH�LQ�SULRU�\HDUV��WKH�-&)�DQG�-')�FRRSHUDWHG�RQ�D
PDULMXDQD�HUDGLFDWLRQ�SURJUDP��DV�D�UHVXOW�RI�WKH�UHDVVLJQPHQW�RI�-')�RIILFHUV�WR�SULVRQ�GXW\��WKH�-&)
LQ������KDG�VROH�UHVSRQVLELOLW\�IRU�WKH�SURJUDP��ZKLFK�LV�SDUWLDOO\�IXQGHG�E\�WKH�8�6��$V�D�PDWWHU�RI
SROLF\��-DPDLFD�GRHV�QRW�XVH�KHUELFLGH�WR�HUDGLFDWH�FDQQDELV��0DQXDO�FXWWLQJ�LV�WKH�PHWKRG�XWLOL]HG�

'UXJ�)ORZ�7UDQVLW��'DWD�IRU�WKH�ILUVW�KDOI�RI������LQGLFDWH�WKDW�WKH�DPRXQW�RI�FRFDLQH�WUDQVLWLQJ
-DPDLFD�TXDGUXSOHG�FRPSDUHG�WR�WKH�VDPH�SHULRG�LQ�������PDNLQJ�LW�WKH�OHDGLQJ�WUDQVVKLSPHQW�SRLQW�LQ
WKH�&DULEEHDQ��,Q�WKH�ILUVW�WZR�TXDUWHUV�RI�������DSSUR[LPDWHO\����PHWULF�WRQV�RI�FRFDLQH�DUH�HVWLPDWHG
WR�KDYH�WUDQVLWHG�-DPDLFD��FRPSDUHG�WR�DQ�HVWLPDWHG�WRWDO�RI����PHWULF�WRQV�IRU�������&RFDLQH�DUULYHV
LQ�-DPDLFD�SULPDULO\�E\�JR�IDVW�ERDWV�DQG�FRQFHDOHG�LQ�FRPPHUFLDO�VKLSPHQWV��-DPDLFD�EDVHG�WUDIILFNHUV
XVH�VHYHUDO�PHWKRGV�WR�WUDQVSRUW�FRFDLQH�DQG�PDULMXDQD�RQ�WR�WKH�8�6��DQG�RWKHU�PDUNHWV��VKLSPHQWV�RI
RQH�WRQ�RU�PRUH�E\�JR�IDVW�ERDW��FRQFHDOHG�LQ�FRPPHUFLDO�VKLSPHQWV��KXOO�DWWDFKPHQWV�WR�PHUFKDQW
YHVVHOV��DQG�FRXULHUV�ZKR�ERDUG�FRPPHUF LDO�DLUOLQHV�RU�FUXLVH�VKLS�ZLWK�GUXJV�WKH\�KDYH�LQJHVWHG�RU
FRQFHDOHG�LQ�WKHLU�FORWKLQJ�RU�OXJJDJH��8�6��&XVWRPV�UHSRUWV�WKDW�-DPDLFD�LV�WKH�VRXUFH�RI�WKH�ODUJHVW
QXPEHU�RI�SDVVHQJHUV�DUUHVWHG�ZLWK�GUXJV�DW�8�6��DLUSRUWV��6PDOO�LQGHSHQGHQW�JURXSV�FRQGXFW�PRVW�RI
WKH�GUXJ�WUDGH�LQ�-DPDLFD�

'RPHVWLF�3URJUDPV�'HPDQG�5HGXFWLRQ��-DPDLFD�KDV�VHYHUDO�DFWLYH�GHPDQG�UHGXFWLRQ�SURMHFWV�LQ
SODFH��7KH�81'&3�LV�DF WLYH�LQ�-DPDLFD�DQG�ZRUNV�GLUHFWO\�ZLWK�WKH�*2-�DQG�QRQ�JRYHUQPHQWDO
RUJDQL]DWLRQV��1*2V��WR�LPSURYH�GHPDQG�UHGXFWLRQ�HIIRUWV��7KH�(XURSHDQ�8QLRQ�DJUHHG�WR�IXQG�D
ODUJH�WKUHH�\HDU�GHPDQG�UHGXFWLRQ�SURMHFW�WKDW�EHJDQ�LQ�'HFHPEHU�������7ZR�RI�WKH�PRVW�KLJKO\
YLVLEOH�SURMHFWV�DUH�WKRVH�RI�WKH�1DWLRQDO�&RXQFLO�RQ�'UXJ�$EXVH��1&'$��DQG�WKH�1*2�$GGLFWLRQ
$OHUW��7KH�81'&3�KDV�IXQGHG�DQ�LQWHJUDWHG�GHPDQG�UHGXFWLRQ�SURJUDP�PDQDJHG�E\�WKH�1&'$��,Q
������$GGLFWLRQ�$OHUW�UHFHLYHG�8�6��IXQGLQJ�IRU�LWV�DGROHVFHQW�GUXJ�SUHYHQWLRQ�SURJUDP�DQG�LQ�����
ZDV�SURYLGHG�ZLWK�D�YDQ��7KH�*2-�PDNHV�H[WHQVLYH�XVH�RI�WKH�DXGLRYLVXDO��SULQW�PHGLD�DQG�RWKHU



PDWHULDOV�SURGXFHG�E\�8�6��0LOLWDU\�,QIRUPDWLRQ�6XSSRUW�7HDPV��0,67��GHSOR\HG�LQ�FRXQWU\��7KH
0,67�WHDPV�KDYH�ZRUNHG�FORVHO\�ZLWK�QDWLRQDO�GHPDQG�UHGXFWLRQ�DJHQFLHV�WR�GHYHORS�DQG�GLVWULEXWH
PDWHULDOV�UHLQIRUFLQJ�DQ�DQWLGUXJ�PHVVDJH�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

%LODWHUDO�&RRSHUDWLRQ��8�6��ODZ�HQIRUFHPHQW�DJHQFLHV�QRWH�WKDW�FRRSHUDWLRQ�ZLWK�WKHLU�*2-
FRXQWHUSDUWV�LV�JHQHUDOO\�JRRG�EXW�FRXOG�EH�VLJQLILFDQWO\�LPSURYHG��7KH�-')�&RDVW�*XDUG�FRQWLQXHG�WR
SDUWLFLSDWH�LQ�8�6��-DPDLFDQ�PDULWLPH�LQWHUGLFWLRQ�RSHUDWLRQV�XQGHU�WKH�ELODWHUDO�PDULWLPH
FRXQWHUQDUFRWLFV�DJUHHPHQW��EXW�LQ�RUGHU�WR�UHGXFH�GUXJ�IORZ�WKURXJK�-DPDLFD��WKH�-DPDLFDQ�IRUFHV
QHHG�WR�WDNH�IXOO�DGYDQWDJH�RI�WKH�PDULWLPH�DJUHHPHQW��'HVSLWH�OLPLWHG�UHVRXUFHV��WKH�*2-�VSHQGV
VXEVWDQWLDO�DPRXQWV�WR�PDLQWDLQ�DQ�LQWHUGLFWLRQ�FDSDELOLW \�FRQVLVWLQJ�RI�KHOLFRSWHUV�DQG�SDWURO�YHVVHOV�
7KH�8�6��DXJPHQWHG�WKH�-')�&RDVW�*XDUG
V�DVVHWV�ZLWK�WKH�SURYLVLRQ�LQ������RI�WZR����IRRW�FXWWHUV
IRU�FRDVWDO�SDWURO��7KH�8�6��LV�DOVR�IXQGLQJ�WKH�UHIXUELVKLQJ�RI�VL[�ERDWV��LQFOXGLQJ�WZR�JR�IDVW�YHVVHOV
IRU�WKH�-')�&RDVW�*XDUG��LQ�DQ�HIIRUW�WR�SURYLGH�WKH�-')�ZLWK�YHVVHOV�FDSDEOH�RI�LQWHUGLFWLQJ�JR�IDVW
YHVVHOV��7KH�-&)�IRUPHG�D�)XJLWLYH�$SSUHKHQVLRQ�7HDP��)$7��LQ�������ZLWK�8�6��DVVLVWDQFH��WR�ORFDWH
IXJLWLYHV�ZDQWHG�IRU�H[WUDGLWLRQ�WR�WKH�8�6��7KH�8�6��KDV�VXSSRUWHG�WKH�)$7�ZLWK�WKH�SUHVHQFH�RI�8�6�
0DUVKDOV�WR�DLG�WKH�WHDP��7KH�8�6��DOVR�SURYLGHG�WKH�)$7�ZLWK�VSHFLDOL]HG�WUDLQLQJ��HTXLSPHQW�DQG
RSHUDWLRQDO�VXSSRUW��,Q�������WKH�8�6��IXQGHG�-DPDLFDQ�SDUWLFLSDWLRQ�LQ�VHYHUDO�UHJLRQDO�WUDLQLQJ
FRXUVHV�

7KH�*2-�FRQWLQXHV�WR�IXQG�WKH�RSHUDWLQJ�H[SHQVHV�IRU�WKH�&DULEEHDQ�5HJLRQDO�'UXJ�/DZ�(QIRUFHPHQW
7UDLQLQJ�&HQWHU��5('75$&��DIWHU�WKH������H[SLUDWLRQ�RI�81'&3�IXQGLQJ��5('75$&��EXLOW�ZLWK
8�6��IXQGV�XQGHU�D�81'&3�SURMHFW��KDV�SURYLGHG�VSHFLDOL]HG�WUDLQLQJ�IRU�WKRXVDQGV�RI�UHJLRQDO�ODZ
HQIRUFHPHQW�RIILFHUV�VLQFH�LWV������LQFHSWLRQ��7KH�8�6��SURYLGHG�IXQGLQJ�DQG�LQVWUXFWRUV�IRU�D�QXPEHU
RI�FRXUVHV�DW�5('75$&�

7KH�5RDG�$KHDG��-DPDLFD�KDV�WDNHQ�VWHSV�WR�SURWHFW�LWVHOI�DJDLQVW�GUXJ�WUDIILFNLQJ�DQG�RWKHU�W\SHV�RI
RUJDQL]HG�FULPH��EXW�LQFUHDVHG�GUXJ�WUDIILFNLQJ�WKURXJK�-DPDLFD�LQGLFDWHV�WKH�QHHG�IRU�WKH�*2-�WR
LQWHQVLI\�DQG�IRFXV�LWV�ODZ�HQIRUFHPHQW�HIIRUWV�DQG�HQKDQFH�LWV�LQWHUQDWLRQDO�FRRSHUDWLRQ��)XUWKHU�*2-
DFWLRQ�LV�UHTXLUHG�WR�EULQJ�LWV�DQWL�PRQH\�ODXQGHULQJ�ODZ�LQ�OLQH�ZLWK�LQWHUQDWLRQDO�VWDQGDUGV��HVSHFLDOO\
H[WHQGLQJ�WKH�ODZ�WR�FRYHU�ODXQGHULQJ�RI�WKH�SURFHHGV�RI�DOO�VHULRXV�FULPH��7KH�*2-�DOVR�VKRXOG
VWUHQJWKHQ�LWV�DVVHW�IRUIHLWXUH�ODZV�DQG��ZKHUH�QHFHVVDU\��HQDFW�OHJLVODWLRQ�WKDW�ZLOO�SHUPLW�ODZ
HQIRUFHPHQW�WR�XWLOL]H�PRGHUQ�FULPH�FRQWURO�WRROV�VXFK�DV�ZLUHWDSV�DQG�LRQ�VFDQ�WHFKQRORJ\�LQ�EXLOGLQJ
FDVHV�DJDLQVW�RUJDQL]HG�FULPH��7KH�*2-�DOVR�QHHGV�WR�UHYLVH�LWV�GUXJ�HYLGHQFH�H[KLELW�OHJLVODWLRQ�WR
LQFOXGH�0'0$���HFVWDV\���DQG�RWKHU�QHZ�GUXJV��7KH�*2-�VKRXOG�WDNH�VWHSV�WR�VWUHQJWKHQ�LWV
LPPLJUDWLRQ�FRQWUROV�VR�DV�WR�LQKLELW�WKH�IUHH�PRYHPHQW�RI�GUXJ�WUDIILFNHUV�DQG�RWKHU�FULPLQDOV�

1RZ�WKDW�3DUOLDPHQW�KDV�SDVVHG�WKH�DQWLFRUUXSWLRQ�ELOO��UDWLILFDWLRQ�DQG�LPSOHPHQWDWLRQ�RI�WKH�,QWHU�
$PHULFDQ�&RQYHQWLRQ�$JDLQVW�&RUUXSWLRQ�ZLOO�IXUWKHU�VWUHQJWKHQ�WKH�*2-
V�DELOLW\�WR�FRXQWHU
FRUUXSWLRQ��)ROORZLQJ�UDWLILFDWLRQ��WKH�8�6��LV�SUHSDUHG�WR�SURYLGH�WHFKQLFDO�DVVLVWDQFH�WKURXJK�DQ
DQWLFRUUXSWLRQ�H[SHUW��LI�WKH�*2-�GHVLUHV�KHOS�WR�LPSOHPHQW�WKH�&RQYHQWLRQ��7KH�86*�ZLOO�FRQWLQXH�WR
VHHN�ZD\V�WR�DVVLVW�WKH�*2-�WR�LPSURYH�LWV�GUXJ�LQWHUGLFWLRQ�DQG�PDULMXDQD�HUDGLFDWLRQ�FDSDELOLWLHV�DQG
LV�SUHSDUHG�WR�SURYLGH�WHFKQLFDO�DVVLVWDQFH�DQG�WUDLQLQJ�WRZDUG�WKLV�HQG��7KH�8�6��ZLOO�DOVR�FRQWLQXH�WR
SURYLGH�WUDLQLQJ�DQG�ZRUN�FORVHO\�ZLWK�WKH�SROLFH�DQG�SXEOLF �SURVHFXWRUV�WR�HQKDQFH�WKHLU�DELOLWLHV�WR
LGHQWLI\��LQYHVWLJDWH��VXFFHVVIXOO\�SURVHFXWH��DQG�IRUIHLW�WKH�DVVHWV�RI�VLJQLILFDQW�GUXJ�WUDIILFNHUV
RSHUDWLQJ�LQ�-DPDLFD�

Jamaica Statistics
(1992-‐‑2000)
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�KD�
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&XOWLYDWLRQ

�KD�

XQN XQN XQN ����� ����� ����� ����� ����� �����

3RWHQWLDO

<LHOG�����PW�
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6HL]XUHV���
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&DQQDELV

�PW�
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+DVKLVK�2LO

�NJ�
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+HURLQ��PW� ����� ����� ����� ����� ����� ³ ����� ����� �����

$UUHVWV
         

1DWLRQDOV ����� ����� ����� ����� ����� ����� ��� ��� ���

)RUHLJQHUV ���
  

��� ��� ��� �� ��� ���

7RWDO

$UUHVWV

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

(1) Yield is based on an estimate of 675 kilograms per hectare.

(2) Data derived from official information supplied by the Narcotics Division, Jamaica Constabulary Force, except for hectares

of marijuana cultivation, which is based on joint estimates from the JCF, JDF, and DEA.

Suriname

,��6XPPDU\

6XULQDPH�LV�D�WUDQVVKLSPHQW�SRLQW�IRU�6RXWK�$PHULFDQ�FRFDLQH�HQ�URXWH�WR�(XURSH�DQG�WKH�8QLWHG
6WDWHV��DQG�LQFUHDVLQJO\�IRU�(XURSHDQ�SURGXFHG�0'0$��HFVWDV\��GHVWLQHG�IRU�WKH�8�6��PDUNHW�
(YLGHQFH�DYDLODEOH�LQ������GLG�QRW�VXSSRUW�D�ILQGLQJ�WKDW�WKH�GUXJV�HQWHULQJ�WKH�8�6��IURP�6XULQDPH
ZHUH�LQ�DQ�DPRXQW�VXIILFLHQW�WR�KDYH�D�VLJQLILFDQW�HIIHFW�RQ�WKH�8�6��'UXJV�WUDQVLW�6XULQDPH�YLD�VHD�
ULYHU��DQG�DLU�URXWHV��7KH�ODFN�RI�LQIUDVWUXFWXUH�LQ�WKH�ODUJHO\�XQPRQLWRUHG�LQWHULRU��ZKLFK�FRPSULVHV���
SHUFHQW�RI�WKH�FRXQWU\��DQG�ZHDN�ERUGHU�FRQWUROV�DUH�WKH�PDMRU�REVWDFOHV�LQ�WKH�GHWHFWLRQ�RI�GUXJ
VKLSPHQWV�LQWR�DQG�RXW�RI�WKH�FRXQWU\��*RYHUQPHQW�RI�6XULQDPH��*26��ODZ�HQIRUFHPHQW�RIILFLDOV�
KRZHYHU��KDYH�DFKLHYHG�VRPH�VXFFHVVHV�LQ�LQWHUGLFWLQJ�GUXJV��$�KLJK�OHYHO�RI�FRRSHUDWLRQ�H[LVWV
EHWZHHQ�8�6��DJHQFLHV�DQG�*26�ODZ�HQIRUFHPHQW�RIILFLDOV��'RPHVWLF�GUXJ�XVH�LQ�6XULQDPH�FRQWLQXHV
WR�JURZ��7KH�SULQFLSDO�REVWDFOHV�WR�HIIHFWLYH�FRXQWHUQDUFRWLFV�ODZ�HQIRUFHPHQW�DUH�LQDGHTXDWH
OHJLVODWLRQ��WKH�ODFN�RI�ODZ�HQIRUFHPHQW�UHVRXUFHV��DQG�GUXJ�UHODWHG�FRUUXSWLRQ��6XULQDPH�LV�D�SDUW\�WR
WKH������81�'UXJ�&RQYHQWLRQ�EXW�KDV�\HW�WR�LPSOHPHQW�OHJLVODWLRQ�EULQJLQJ�LW�LQWR�FRPSOHWH
FRQIRUPLW\�ZLWK�WKH�&RQYHQWLRQ�



,,��6WDWXV�RI�&RXQWU\

6XULQDPH�LV�D�FRQGXLW�IRU�FRFDLQH�WUDQVVKLSPHQW�IURP�6RXWK�$PHULFD�WR�(XURSH�DQG�WKH�8QLWHG�6WDWHV�
:KLOH�LQ�WKH�SDVW�WKH�FRFDLQH�ZDV�SULPDULO\�GHVWLQHG�IRU�(XURSH��*26�RIILFLDOV�UHSRUW�DQ�LQFUHDVH�LQ
WKH�DPRXQW�RI�FRFDLQH�LQWHUFHSWHG�HQ�URXWH�WR�WKH�8�6��6XULQDPH�LV�DOVR�EHLQJ�XVHG�WR�WUDQVVKLS�HFVWDV\
RULJLQDWLQJ�LQ�(XURSH�WR�WKH�8�6��7KHUH�LV�QR�HYLGHQFH��KRZHYHU��WKDW�LQGLFDWHV�WKDW�WKH�GUXJV�HQWHULQJ
WKH�8�6��IURP�6XULQDPH�LQ������KDG�D�VLJQLILFDQW�HIIHFW�RQ�WKH�8�6��0XFK�RI�WKH�FRFDLQH�HQWHULQJ
6XULQDPH�GRHV�VR�YLD�VPDOO�DLUVWULSV�ORFDWHG�WKURXJKRXW�WKH�GHQVH�MXQJOH��VRPH�RI�ZKLFK�DUH�DOVR�XVHG
IRU�DUPV�IRU�GUXJ�VZDSV��3ROLFH�KDYH�LQ�WKH�SDVW�UHFHLYHG�UHSRUWV�WKDW�SUHFXUVRU�FKHPLFDOV�DUH�VWRUHG�LQ
6XULQDPH�DQG�PD\�KDYH�EHHQ�XVHG�LQ�FODQGHVWLQH�ODERUDWRULHV��7KH�ODFN�RI�UHVRXUFHV�IRU
FRXQWHUQDUFRWLFV�HIIRUWV��LQDGHTXDWH�OHJLVODWLRQ��DQG�GUXJ�UHODWHG�FRUUXSWLRQ�LQKLELW�6XULQDPH
V�DELOLW\
WR�LQWHUGLFW�GUXJV��DQG�WR�LGHQWLI\��DSSUHKHQG��DQG�SURVHFXWH�GUXJ�WUDIILFNHUV�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��7KH�9HQHWLDDQ�DGPLQLVWUDWLRQ��ZKLFK�WRRN�RIILFH�LQ�$XJXVW�������VWURQJO\�RSSRVHV
GUXJ�WUDIILFNLQJ��*26�RIILFLDOV�KDYH�H[SUHVVHG�FRQFHUQ�DERXW�WKH�H[WHQW�RI�GUXJ�WUDIILFNLQJ�WKURXJK
6XULQDPH�DQG�LQFUHDVLQJ�GRPHVWLF�GUXJ�DEXVH��7KH�QDUFRWLFV�EULJDGH�RI�WKH�.RUSV�3ROLWLH�6XULQDPH
�.36���6XULQDPH
V�SROLFH�IRUFH��EHQHILWV�IURP�D�KLJK�YLVLELOLW\�OHYHO�ZLWKLQ�WKH�SROLFH�GHSDUWPHQW
EHFDXVH�GUXJ�LQWHUGLFWLRQ�LV�D�KLJK�SURILOH�LVVXH�ZLWKLQ�6XULQDPH�DQG�LQWHUQDWLRQDOO\��&XVWRPV�
KRZHYHU��UHFHLYHV�YHU\�IHZ�UHVRXUFHV�DQG�DOPRVW�QR�IRUPDO�WUDLQLQJ��GHVSLWH�LWV�DFWLYH�UROH�LQ�GUXJ
LQWHUGLFWLRQ��*26�RIILFLDOV�FRQWLQXHG�WR�SDUWLFLSDWH�LQ�UHJLRQDO�FRXQWHUQDUFRWLFV�HIIRUWV��,Q������
6XULQDPHVH�ODZ�HQIRUFHPHQW�RIILFHUV�WRRN�SDUW�LQ�WZR�UHJLRQDO�DQWLGUXJ�RSHUDWLRQV�RUJDQL]HG�E\�'($�
,Q�PLG�������6XULQDPH�SDLG�LWV�GXHV�DQG�VHYHUDO�\HDUV�RI�DUUHDUV�WR�WKH�&DULEEHDQ�)LQDQFLDO�$FWLRQ
7DVN�)RUFH�DQG�UHVXPHG�LWV�SDUWLFLSDWLRQ�LQ�WKDW�RUJDQL]DWLRQ��6XULQDPH�KDV�D�6WUDWHJLF�'UXJV�0DVWHU
3ODQ�������������WKDW�FRYHUV�ERWK�VXSSO\�DQG�GHPDQG�UHGXFWLRQ��EXW�QHHGV�WR�WDNH�VWHSV�WR�IXOO\
LPSOHPHQW�WKH�3ODQ�

/DZ�(QIRUFHPHQW�(IIRUWV��*26�ODZ�HQIRUFHPHQW�DQG�FXVWRPV�RIILFLDOV�WHQG�WR�IRFXV�RQ�LQGLYLGXDO
VPXJJOHUV�DQG�PXOHV�DV�RSSRVHG�WR�PDMRU�WUDIILFNHUV�DQG�WKHLU�RUJDQL]DWLRQV��DQG�UHO\�PDLQO\�RQ
SURILOLQJ�DW�WKH�PDMRU�SRUWV�RI�HQWU\�H[LW��*26�SROLFH�DUUHVWHG�HDFK�ZHHN�DQ�DYHUDJH�RI�ILYH�WR�VL[
PXOHV�RU�FRFDLQH�VZDOORZHUV�DWWHPSWLQJ�WR�ERDUG�IOLJKWV��SULPDULO\�WR�$PVWHUGDP��DW�3DUDPDULER
V
LQWHUQDWLRQDO�DLUSRUW��EXW�HVWLPDWHG�WKDW�DV�PDQ\�DV�������PRUH�JHW�WKURXJK�ZLWKRXW�GHWHFWLRQ��,Q
������ODZ�HQIRUFHPHQW�RIILFLDOV�DW�WKH�DLUSRUW�LQWHUFHSWHG�PRUH�WKDQ�����NLORJUDPV�RI�FRFDLQH��,Q
1RYHPEHU��*26�SROLFH�DUUHVWHG�WZR�VXVSHFWV�LQ�FRQQHFWLRQ�ZLWK�D�0DUFK������LQFLGHQW�LQ�ZKLFK�QLQH
NLORJUDPV�RI�FRFDLQH�ZHUH�IRXQG�LQ�6XULQDPHVH�GLSORPDWLF�EDJV�DW�$PVWHUGDP
V�6FKLSKRO�$LUSRUW��,Q
ODWH�������*26�FXVWRPV�RIILFLDOV��LQ�WZR�VHSDUDWH�LQFLGHQWV��DUUHVWHG�LQGLYLGXDOV�DWWHPSWLQJ�WR�ERDUG
IOLJKWV�WR�WKH�8�6��ZLWK�DSSUR[LPDWHO\����������ZRUWK�RI�HFVWDV\�WDEOHWV��,Q�'($�VSRQVRUHG
RSHUDWLRQV��DSSUR[LPDWHO\��������FDQQDELV�SODQWV�ZHUH�HUDGLFDWHG��'XULQJ�������WKH�*26�VHL]HG
QHDUO\�����NLORJUDPV�RI�FRFDLQH�DQG�VPDOO�DPRXQWV�RI�FUDFN�FRFDLQH������NLORJUDPV�RI�PDULMXDQD��DQG
�������HFVWDV\�WDEOHWV�

3UHFLVH�ILJXUHV�IRU�WKH�QXPEHU�RI�GUXJV�IRU�JXQV�VZDSV�WKDW�WRRN�SODFH�LQ������DUH�QRW�DYDLODEOH��EXW
6XULQDPHVH�SROLFH�RIILFHUV�EHOLHYH�WKHUH�ZDV�DQ�LQFUHDVH�IURP�SUHYLRXV�\HDUV��,Q�������6XULQDPHVH
RIILFLDOV�DUUHVWHG�HLJKW�LQGLYLGXDOV�LQ�FRQQHFWLRQ�ZLWK�WKH�FUDVK�RI�D�SODQH�VXVSHFWHG�RI�EHLQJ�XVHG�IRU�D
JXQV�IRU�FRFDLQH�VZDS��7KH�SODQH�FRQWDLQHG�ZHDSRQV��DPPXQLWLRQ�DQG�PRQH\��,Q�ODWH������
6XULQDPHVH�SROLFH�DUUHVWHG�WKUHH�VXVSHFWV��D�6XULQDPHVH��D�%UD]LOLDQ��DQG�D�'XWFK�QDWLRQDO��DQG
FRQILVFDWHG�WZR�DLUSODQHV��DXWRPDWLF�ZHDSRQV��DQG�DPPXQLWLRQ��GXULQJ�D�UDLG�RQ�DQ�DLUVWULS�QHDU�WKH
ZHVWHUQ�ERUGHU�ZLWK�*X\DQD��7R�GDWH��WKHUH�KDYH�EHHQ�QR�SURVHFXWLRQV�FRQQHFWHG�ZLWK�HLWKHU�HYHQW�

&RUUXSWLRQ��3XEOLF�FRUUXSWLRQ��WKRXJK�E\�QR�PHDQV�XQLYHUVDO��LV�D�VHULRXV�SUREOHP�LQ�6XULQDPH�
5HSRUWV�RI�PRQH\�ODXQGHULQJ��GUXJ�WUDIILFNLQJ�DQG�DVVRFLDWHG�FULPLQDO�DFWLYLW\�LQYROYLQJ�FXUUHQW�DQG
IRUPHU�JRYHUQPHQW�DQG�PLOLWDU\�RIILFLDOV�FRQWLQXH�XQDEDWHG��LI�JHQHUDOO\�XQSURYHG�WKURXJK�OHJDO
SURFHVVHV��)RUPHU�VWURQJPDQ�'HVL�%RXWHUVH�ZRQ�HOHFWLRQ�WR�WKH�1DWLRQDO�$VVHPEO\�LQ������GHVSLWH�KLV
FRQYLFWLRQ�LQ�WKH�1HWKHUODQGV�LQ������IRU�QDUFRWLFV�WUDIILFNLQJ��D�FRQYLFWLRQ�VXEVHTXHQWO\�SDUWLDOO\
RYHUWXUQHG�DV�WKH�UHVXOW�RI�DQ�DSSHDO���%RXWHUVH
V�VRQ��'LQR��LV�UHSHDWHGO\�PHQWLRQHG�DV�EHLQJ�LQYROYHG
LQ�QDUFRWLFV�WUDQVVKLSSLQJ�DQG�GUXJV�IRU�JXQV�GHDOV��+H�ZDV�GHFODUHG�SHUVRQD�QRQ�JUDWD�E\�WKH�%UD]LOLDQ
JRYHUQPHQW�DQG�UHFDOOHG�IURP�D�GLSORPDWLF�SRVWLQJ�LQ�%UDVLOLD�LQ������IROORZLQJ�PHGLD�VWRULHV�RI�KLV
LQYROYHPHQW�LQ�VXFK�DFWLYLWLHV��7KH�9HQHWLDDQ�JRYHUQPHQW�KDV�SOHGJHG�WR�SXW�DQWLFRUUXSWLRQ�HIIRUWV
KLJK�RQ�LWV�SULRULW\�OLVW�DQG��HDUO\�LQ�LWV�DGPLQLVWUDWLRQ��HVWDEOLVKHG�DQ�DQWLFRUUXSWLRQ�FRPPLVVLRQ�
6XULQDPH�VLJQHG��EXW�KDV�QRW�UDWLILHG��WKH�,QWHU�$PHULFDQ�&RQYHQWLRQ�$JDLQVW�&RUUXSWLRQ�

$JUHHPHQWV�DQG�7UHDWLHV��6XULQDPH�LV�D�SDUW\�WR�WKH������81�6LQJOH�&RQYHQWLRQ�RQ�1DUFRWLF�'UXJV
DQG�WKH������81�&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV��,W�LV�DOVR�D�SDUW\�WR�WKH������81�'UXJ
&RQYHQWLRQ�EXW�KDV�QRW�\HW�LPSOHPHQWHG�OHJLVODWLRQ�EULQJLQJ�LW�LQWR�FRPSOLDQFH�ZLWK�WKH�&RQYHQWLRQ�



6XULQDPH�FXUUHQWO\�KDV�OHJLVODWLRQ�WKDW�FRQIRUPV�WR�WKH�GUXJ�LQWHUGLFWLRQ�SRUWLRQ�RI�WKH�&RQYHQWLRQ�
7KH�*26�VLJQHG�DQG�UDWLILHG�WKH�2$6�&RQYHQWLRQ�RQ�0XWXDO�/HJDO�$VVLVWDQFH�LQ�&ULPLQDO�0DWWHUV��$
FRPSUHKHQVLYH�VL[�SDUW�ELODWHUDO�PDULWLPH�FRXQWHUQDUFRWLFV�HQIRUFHPHQW�DJUHHPHQW�ZLWK�WKH�8�6�
HQWHUHG�LQWR�IRUFH�LQ�$XJXVW�������7KH�8�6��1HWKHUODQGV�([WUDGLWLRQ�7UHDW\�RI������LV�DSSOLFDEOH�WR
6XULQDPH��EXW�WKHUH�KDYH�EHHQ�QR�H[WUDGLWLRQV�IURP�WKH�8�6��WR�6XULQDPH�RU�YLFH�YHUVD�LQ�6XULQDPH
V
���\HDU�KLVWRU\��6XULQDPH�KDV��KRZHYHU��RQ�DW�OHDVW�RQH�RFFDVLRQ�GHSRUWHG�D�8�6��IXJLWLYH�LQ�OLHX�RI
H[WUDGLWLRQ��6XULQDPH�DQG�WKH�1HWKHUODQGV�HQWHUHG�LQWR�D�0XWXDO�/HJDO�$VVLVWDQFH�$JUHHPHQW�LQ�����
WKDW�KDV�EHHQ�XVHG�WR�VKDUH�LQIRUPDWLRQ�RQ�QDUFRWLFV�LVVXHV�

&XOWLYDWLRQ�DQG�3URGXFWLRQ��&DQQDELV�LV�JURZQ�DQG�XVHG�LQ�6XULQDPH
V�WULEDO�LQIOXHQFHG�LQWHULRU�
'XULQJ�WZR�VHSDUDWH�'($�VSRQVRUHG�RSHUDWLRQV�WKLV�\HDU��DSSUR[LPDWHO\��������FDQQDELV�SODQWV�ZHUH
GLVFRYHUHG�RQ�ODQG�SORWV�UDQJLQJ�IURP�RQH�WR�VHYHUDO�DFUHV��+RZHYHU��WKHUH�LV�QHLWKHU�VSHFLILF�GDWD�RQ
WKH�QXPEHU�RI�KHFWDUHV�XQGHU�FXOWLYDWLRQ�QRU�HYLGHQFH�WKDW�FDQQDELV�LV�H[SRUWHG�LQ�VLJQLILFDQW
TXDQWLWLHV�

'UXJ�)ORZ�7UDQVLW��0XFK�RI�WKH�FRFDLQH�HQWHULQJ�6XULQDPH�GRHV�VR�WKURXJK�VPDOO�DLUVWULSV�ORFDWHG
WKURXJKRXW�WKH�GHQVH�MXQJOH�LQWHULRU�ZKHUH�D�ODFN�RI�LQIUDVWUXFWXUH��SHUVRQQHO��DQG�HTXLSPHQW�PDNH
GHWHFWLRQ�DQG�LQWHUGLFWLRQ�QHDUO\�LPSRVVLEOH��6RPH�RI�WKHVH�DLUVWULSV�DUH�DOVR�XVHG�IRU�DUPV�IRU�GUXJV
VZDSV��,Q�WKH�SDVW�\HDU��VHYHUDO�DLUVWULSV�KDYH�EHHQ�LGHQWLILHG��EXW�WKHUH�DUH�QR�UHSRUWV�RI�DQ\�EHLQJ
HOLPLQDWHG��'UXJV�H[LW�6XULQDPH�PRVW�RIWHQ�E\�DLU��YLD�VKLSPHQWV�DQG�LQGLYLGXDO��EDOORRQ�VZDOORZHUV��
DQG�VHD��WKURXJK�3DUDPDULER
V�KDUERU��(XURSHDQ�SURGXFHG�HFVWDV\�LV�WUDQVSRUWHG�YLD�WKH�WKULFH�ZHHNO\
IOLJKWV�IURP�WKH�1HWKHUODQGV�WR�6XULQDPH��GUXJ�FRXULHUV�WKHQ�WUDQVSRUW�WKH�GUXJV�WR�WKH�8�6��RQ�IOLJKWV
WR�0LDPL��/DUJH�TXDQWLWLHV�RI�HFVWDV\�ZHUH�DOVR�VHL]HG�LQ�&XUDFDR�DQG�$UXED�IURP�SDVVHQJHUV�RQ�IOLJKWV
IURP�6XULQDPH�

'RPHVWLF�3URJUDPV�'HPDQG�5HGXFWLRQ��6XULQDPH
V�GRPHVWLF�GUXJ�SUREOHP�FRQWLQXHV�WR�JURZ�
6XULQDPH�KDV�D�1DWLRQDO�'HPDQG�5HGXFWLRQ�6WUDWHJ\��EXW�QHHGV�WR�GR�PRUH�WR�LPSOHPHQW�LW��7KH
1DWLRQDO�$QWL'UXJ�&RXQFLO��SROLFH�DQG�QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQV��1*2V��HPSKDVL]H�GUXJ
HGXFDWLRQ�DQG�UHKDELOLWDWLRQ�LQ�UHVSRQVH�WR�JURZLQJ�GRPHVWLF�GUXJ�FRQVXPSWLRQ��'UXJ�WUHDWPHQW
FOLQLFV��KRZHYHU��KDYH�QR�GHWDLOHG�WUHDWPHQW�SODQV�IRU�DGGLFWV�DQG�RIWHQ�UHO\�RQ�XQWUDLQHG�YROXQWHHUV
IRU�VWDIILQJ��,Q�-XQH��WKH�1*2��.LFN�WKH�+DELW��ZDV�IRXQGHG�WR�H[SDQG�6XULQDPH
V�GHPDQG�UHGXFWLRQ
SURJUDP��:LWK�IXQGLQJ�IURP�VHYHUDO�LQWHUQDWLRQDO�DQG�ORFDO�VRXUFHV��WKH�*26�KRSHV�WR�SURPRWH
GHPDQG�UHGXFWLRQ�LQ�WKH�JHQHUDO�SRSXODWLRQ�DQG�HVSHFLDOO\�DPRQJ�WKH�\RXQJHU�JHQHUDWLRQ�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

%LODWHUDO�&RRSHUDWLRQ��$�KLJK�OHYHO�RI�FRRSHUDWLRQ�H[LVWV�EHWZHHQ�8�6��DQG�*26�ODZ�HQIRUFHPHQW
RIILFLDOV��7KURXJKRXW�������WKH�8�6��SURYLGHG�WUDLQLQJ�DQG�PDWHULDO�VXSSRUW�WR�HOHPHQWV�RI�6XULQDPH
V
SROLFH�DQG�PLOLWDU\�WR�SURPRWH�JUHDWHU�ELODWHUDO�FRRSHUDWLRQ��%XLOGLQJ�RQ�ZRUN�GRQH�LQ�SUHYLRXV�\HDUV�
'($�DQG�WKH�'HSDUWPHQW�RI�6WDWH�DVVLVWHG�WKH�FDGUH�RI�GHGLFDWHG�ODZ�HQIRUFHPHQW�RIILFLDOV�WR�LQFUHDVH
WKHLU�WHFKQLFDO�VNLOOV��7KURXJK�VHYHUDO�ORQJ�WHUP�WHPSRUDU\ �GXW\�DVVLJQPHQWV��'($�SURYLGHG�WUDLQLQJ
DQG�ORJLVWLFDO�VXSSRUW�WR�WKH�QDUFRWLFV�XQLW�RI�WKH�SROLFH�IRUFH��2WKHU�*26�GUXJ�HQIRUFHPHQW�DJHQFLHV
ZRUNHG�FORVHO\�ZLWK�8�6��DJHQFLHV�WKURXJKRXW�WKH�\HDU��,Q�6HSWHPEHU�������WKH�8�6��DQG�*26�VLJQHG�D
/HWWHU�RI�$JUHHPHQW��/2$��SURYLGLQJ�'HSDUWPHQW�RI�6WDWH�FRXQWHUQDUFRWLFV�IXQGLQJ��7KH�/2$
FRQWDLQV�D�IUDPHZRUN�IRU�8�6��*26�FRXQWHUQDUFRWLFV�FRRSHUDWLRQ��,Q�1RYHPEHU�������WKH�*26
VLJQHG�D�0HPRUDQGXP�RI�$JUHHPHQW�ZLWK�WKH�8�6��WR�SURYLGH�WZR�6XULQDPHVH�FUHZPHQ�IRU�WKH
&DULEEHDQ�6XSSRUW�7HQGHU��D�8�6��&RDVW�*XDUG�YHVVHO�ZLWK�D�PXOWLQDWLRQDO�FUHZ�WKDW�SURYLGHV�WUDLQLQJ
DQG�DVVLVWDQFH�LQ�VKLS�PDLQWHQDQFH�DQG�UHSDLUV�WR�&DULEEHDQ�&RDVW�*XDUGV�

7KH�5RDG�$KHDG��7KH�8�6��ZLOO�FRQWLQXH�WR�HQFRXUDJH�WKH�*26�WR�HQDFW�ODZV�WR�LPSOHPHQW�DOO
DVSHFWV�RI�WKH������81�'UXJ�&RQYHQWLRQ��LQFOXGLQJ�DVVHW�IRUIHLWXUH�DQG�PRQH\�ODXQGHULQJ�ODZV��DQG
WR�DSSO\�IRUFHIXOO\�WKH�SURYLVLRQV�DOUHDG\�LQ�HIIHFW��7KH�8�6��ZLOO�VHHN�WR�HQKDQFH��WKRXJK�D�YDULHW\�RI
DYHQXHV��WKH�FORVH�FRRSHUDWLRQ�EHWZHHQ�WKH�'($��RWKHU�8�6��DJHQFLHV��DQG�WKHLU�6XULQDPHVH
FRXQWHUSDUWV��DQG�VXSSRUW�FRQWLQXHG�*26�SDUWLFLSDWLRQ�LQ�UHJLRQDO�FRXQWHUQDUFRWLFV�HIIRUWV��7KH�8�6�
ZLOO�SURYLGH�WUDLQLQJ��WHFKQLFDO�DVVLVWDQFH�DQG�HTXLSPHQW�WR�VWUHQJWKHQ�WKH�*26
V�FRXQWHUQDUFRWLFV�DQG
DQWLFRUUXSWLRQ�HIIRUWV��7KH�8�6��(PEDVV\�ZLOO�FRQWLQXH�WR�ZRUN�WRZDUG�HVWDEOLVKLQJ�D�SHUPDQHQW�'($
SUHVHQFH�LQ�6XULQDPH�

Trinidad and Tobago

,��6XPPDU\

7ULQLGDG�DQG�7REDJR�LV�D�WUDQVLW�FRXQWU\�IRU�QDUFRWLFV�IURP�6RXWK�$PHULFD�WR�WKH�8�6��DQG�(XURSH�
(YLGHQFH�LV�LQVXIILFLHQW��KRZHYHU��WR�HVWDEOLVK�WKDW�WKH�TXDQWLW\�RI�GUXJV�WUDQVLWLQJ�7ULQLGDG�DQG
7REDJR�KDV�D�VLJQLILFDQW�HIIHFW�RQ�WKH�8�6��,Q�DGGLWLRQ��PDULMXDQD�LV�FXOWLYDWHG�LQ�7ULQLGDG�DQG�7REDJR



IRU�GRPHVWLF�XVH�DQG�H[SRUW�WR�RWKHU�FRXQWULHV�LQ�WKH�UHJLRQ��+RZHYHU��WKH�DPRXQW�RI�PDULMXDQD
SURGXFHG�LV�EHORZ�WKH�WKUHVKROG�IRU�GHVLJQDWLQJ�WKH�FRXQWU\�DV�D�PDMRU�GUXJ�SURGXFLQJ�FRXQWU\�XQGHU
WKH�)RUHLJQ�$VVLVWDQFH�$FW��7KH�*RYHUQPHQW�RI�7ULQLGDG�DQG�7REDJR��*277��LV�D�VWURQJ�DOO\�RI�WKH
8�6��RQ�FRXQWHUQDUFRWLFV�LVVXHV��DQG�*277�ODZ�HQIRUFHPHQW�DJHQFLHV�UHPDLQ�YHU\�FRRSHUDWLYH�ZLWK
WKHLU�86*�FRXQWHUSDUWV��*277�RIILFLDOV�DOVR�FRQWLQXHG�WR�SDUWLFLSDWH�DFWLYHO\�LQ�UHJLRQDO
FRXQWHUQDUFRWLFV�IRUD�DQG�RSHUDWLRQV��,Q�-XQH��WKH�*277�KRVWHG�D�&DULEEHDQ�ZLGH�-XVWLFH�0LQLVWHULDO�
FR�FKDLUHG�E\�8�6��$WWRUQH\�*HQHUDO�5HQR��GXULQJ�ZKLFK�WKH�8�6��DQG�*277�VLJQHG�D�MRLQW�VWDWHPHQW
RQ�ODZ�HQIRUFHPHQW�FRRSHUDWLRQ��7KH�*277�HQDFWHG�OHJLVODWLRQ�LQ������WR�VWUHQJWKHQ�LWV
FRXQWHUQDUFRWLFV��DQWL�PRQH\�ODXQGHULQJ��DQG�DQWLFRUUXSWLRQ�FDSDELOLWLHV��'XULQJ�������*277�ODZ
HQIRUFHPHQW�DXWKRULWLHV�VHL]HG�PRUH�FRFDLQH�DQG�HUDGLFDWHG�PRUH�PDULMXDQD�WKDQ�LQ�������:KLOH
7ULQLGDG�DQG�7REDJR�LV�QRW�DQ�LPSRUWDQW�UHJLRQDO�ILQDQFLDO�FHQWHU��WD[�KDYHQ�RU�RIIVKRUH�FHQWHU��LW�LV
OLNHO\�WKDW�VRPH�PRQH\�ODXQGHULQJ�WDNHV�SODFH��7ULQLGDG�DQG�7REDJR
V�FRXQWHUGUXJ�HIIRUWV�KDYH
VLJQLILFDQWO\�LPSURYHG�DV�D�UHVXOW�RI�86*�SURYLGHG�WUDLQLQJ�DQG�HTXLSPHQW��LQFOXGLQJ�UDGDUV��SDWURO
ERDWV��DQG�DLUFUDIW��7KH�*277�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�DQG�FRQWLQXHV�WR�ZRUN
YLJRURXVO\�WRZDUG�PHHWLQJ�WKH�&RQYHQWLRQ
V�REMHFWLYHV�

,,��6WDWXV�RI�&RXQWU\

/RFDWHG�MXVW�RII�WKH�WLS�RI�9HQH]XHOD��7ULQLGDG�DQG�7REDJR�LV�D�FRQYHQLHQW�WUDQVVKLSPHQW�SRLQW�IRU
6RXWK�$PHULFDQ�FRFDLQH�GHVWLQHG�IRU�WKH�8�6��DQG�RWKHU�PDUNHWV��7ZR�VHL]XUHV�GXULQJ������LQGLFDWH
WKDW�7ULQLGDG�DQG�7REDJR�LV�DOVR�EHJLQQLQJ�WR�EH�XVHG�IRU�WUDQVLW�RI�KHURLQ�RULJLQDWLQJ�LQ�6RXWK
$PHULFD��7ULQLGDG�DQG�7REDJR�LV�QRW�D�SURGXFHU�RI�FRFD�RU�RSLXP�SRSS\��0DULMXDQD�LV�JURZQ�LQ
7ULQLGDG�DQG�7REDJR��SULPDULO\�IRU�GRPHVWLF�XVH�DQG�H[SRUW�WR�RWKHU�FRXQWULHV�LQ�WKH�UHJLRQ��EXW�QRW�RQ
D�VFDOH�WR�PDNH�LW�D�PDMRU�GUXJ�SURGXFLQJ�FRXQWU\��7ULQLGDG�DQG�7REDJR
V�SHWURFKHPLFDO�EDVHG
HFRQRP\�UHTXLUHV�WKH�LPSRUW�H[SRUW�RI�SUHFXUVRU�FKHPLFDOV�WKDW�FDQ�EH�GLYHUWHG�IRU�XVH�LQ�WKH
PDQXIDFWXUH�RI�FRFDLQH�K\GURFKORULGH��7KH�QDWLRQ
V�JURZLQJ�HFRQRP\�ZLWK�ZHOO�GHYHORSHG
FRPPXQLFDWLRQV�DQG�WUDQVSRUWDWLRQ�SURGXFHV�D�ODUJH�QXPEHU�RI�VL]HDEOH�WUDQVDFWLRQV�WKDW�FRXOG
REVFXUH�PRQH\�ODXQGHULQJ��7KH�*277��KRZHYHU��KDV�KLVWRULFDOO\�WDNHQ�D�VWURQJ�UHJXODWRU\�DSSURDFK�WR
LWV�EDQNLQJ�VHFWRU�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��7KH�*277�KDV�D�FRXQWHUQDUFRWLFV�PDVWHU�SODQ��7KH�ILUVW�KDOI��DSSURYHG�LQ������
DLPV�WR�UHGXFH�WKH�VXSSO\�RI�LOOLFLW�GUXJV�E\�SURVHFXWLQJ�WUDIILFNHUV��VWUHQJWKHQLQJ�WKH�FULPLQDO�MXVWLFH
V\VWHP��DQG�UHGXFLQJ�RSSRUWXQLWLHV�IRU�PRQH\�ODXQGHULQJ��7KH�SODQ
V�VHFRQG�KDOI�VHHNV�WR�UHGXFH
GHPDQG�E\�HVWDEOLVKLQJ�DQWLGUXJ�FRDOLWLRQV�LQ�HDFK�SROLFH�GLVWULFW��$OWKRXJK�WKH�VHFRQG�KDOI�RI�WKH
PDVWHU�SODQ�KDV�QRW�\HW�EHHQ�DSSURYHG��WKH�*277�KDV�EHHQ�LPSOHPHQWLQJ�WKH�HQWLUH�PDVWHU�SODQ��,Q
������WKH�*277�HVWDEOLVKHG�D�1DWLRQDO�'UXJ�&RXQFLO�WR�RYHUVHH�WKH�SODQ
V�LPSOHPHQWDWLRQ�DQG�DOVR
UHYLVHG�WKH�SODQ�WR�LQFRUSRUDWH�OHJDO�UHIRUPV��KXPDQ�UHVRXUFH�GHYHORSPHQW��WHFKQLFDO�WUDLQLQJ��DQG
UHKDELOLWDWLRQ��$W�WKH�HQG�RI�WKH�\HDU��*277�PLQLVWULHV�ZHUH�UHYLHZLQJ�WKH�DPHQGHG�SODQ�

7KH�*277�FRQWLQXHG�WR�IXQG�D�8�6��&XVWRPV�$GYLVRU\�7HDP�WKDW�LV�SURYLGLQJ�WHFKQLFDO�DVVLVWDQFH�LQ
WUDFNLQJ�DQG�LQWHUFHSWLQJ�PDULQH�YHVVHOV�DQG�LPSURYLQJ�QDUFRWLFV�GHWHFWLRQV��7KH�*277��ZLWK�86*
DVVLVWDQFH��LV�UHRUJDQL]LQJ�LWV�%XUHDX�RI�,QODQG�5HYHQXH�WR�VWUHQJWKHQ�GHWHFWLRQ�RI�DQG�SHQDOWLHV�IRU
ILQDQFLDO�FULPHV�DQG�WR�HVWDEOLVK�D�FULPLQDO�LQYHVWLJDWLRQ�GLYLVLRQ�

,Q�-XQH�������WKH�*277�KRVWHG�D�&DULEEHDQ�ZLGH�-XVWLFH�0LQLVWHULDO��FR�FKDLUHG�ZLWK�WKH�8�6���8.�
DQG�&DQDGD��WR�VKRZFDVH�LWV�&RXQWHU�'UXJ�&ULPH�7DVN�)RUFH�DQG�WR�SURYLGH�D�IRUXP�WR�GLVFXVV�EHVW
SUDFWLFHV�LQ�FRXQWHUQDUFRWLFV�HIIRUWV��7KH�0LQLVWHULDO��FKDLUHG�RQ�WKH�8�6��VLGH�E\�$WWRUQH\�*HQHUDO
5HQR��DOVR�SURYLGHG�WKH�YHQXH�IRU�VLJQDWXUH�RI�D�MRLQW�VWDWHPHQW�UHDIILUPLQJ�8�6��*277�ODZ
HQIRUFHPHQW�FRRSHUDWLRQ�

,Q�0D\�������7ULQLGDG�DQG�7REDJR�EHFDPH�WKH�ILUVW�&DULEEHDQ�QDWLRQ�HOHFWHG�WR�WKH�9LFH�3UHVLGHQF\�
DQG�LQ�IDOO������WR�WKH�3UHVLGHQF\��RI�WKH�2$6
V�,QWHU�$PHULFDQ�'UXJ�$EXVH�&RPPLVVLRQ�

$FFRPSOLVKPHQWV��,Q�������WKH�*277�SDVVHG�OHJLVODWLRQ�WKDW�LPSRVHV�VWLIIHU�ILQHV�DQG
LPSULVRQPHQW�IRU�ERWK�SRVVHVVLRQ�DQG�WUDIILFNLQJ�LQ�LOOHJDO�GUXJV�DQG�SURYLGHV�IRU�D�FRXUW�VXSHUYLVHG
SDUROH�V\VWHP�LQ�ZKLFK�GUXJ�DGGLFWV�ZRXOG�EH�UHOHDVHG�IURP�SULVRQ�WR�XQGHUJR�UHKDELOLWDWLRQ��7KH
*277�DOVR�SDVVHG�DQ�DQWL�PRQH\�ODXQGHULQJ�ELOO�LQ�$XJXVW�WKDW�H[SDQGV�WKH�OLVW�RI�SUHGLFDWH�RIIHQVHV
WR�DOO�VHULRXV�FULPHV��UHTXLUHV�UHSRUWLQJ�RI�ODUJH�WUDQVDFWLRQV�DQG�VXVSLFLRXV�DFWLYLWLHV��DQG�SHUPLWV�WKH
FRQILVFDWLRQ�RI�SURFHHGV�IURP�FULPH��,Q�������OHJLVODWLRQ�ZDV�SDVVHG�WR�SURYLGH�D�PHFKDQLVP�IRU
SURWHFWLRQ�RI�ZLWQHVVHV��D�VHULRXV�SUREOHP�LQ�PDQ\�QDUFRWLFV�FDVHV�

,Q�-XQH� �WKH�FRXUW�RI�DSSHDO�GLVPLVVHG�WKH�DSSHDOV�RI�IRXU�FRFDLQH�WUDIILFNHUV��DQG�RUGHUHG�WKHP�WR
VHUYH�OLIH�VHQWHQFHV�IRU�GUXJ�WUDIILFNLQJ��7KH�DSSHOODWH�FRXUW�DOVR�RUGHUHG�WKH�FRQILVFDWLRQ�RI�PLOOLRQV�RI



GROODUV�LQ�DVVHWV��WKH�ILUVW�VXFK�RUGHU�XQGHU�WKH�'DQJHURXV�'UXJV�$FW��7KH�*277�PDGH�VLJQLILFDQW
SURJUHVV�LQ�FRQYHUWLQJ�WKH�HVWDWH�RI�KDQJHG�GUXJ�WUDIILFNHU�'ROH�&KDGHH�LQWR�D�GUXJ�UHKDELOLWDWLRQ
FHQWHU��ZKLFK�LV�VFKHGXOHG�WR�RSHQ�LQ������

/DZ�(QIRUFHPHQW�(IIRUWV��7KH�*277
V�LQWHU�PLQLVWHULDO�-RLQW�2SHUDWLRQV�&RPPDQG�&HQWHU��-2&&�
FRRUGLQDWHG�PDULWLPH�GUXJ�LQWHUGLFWLRQ�RSHUDWLRQV�WKURXJKRXW�WKH�\HDU�� LQFOXGLQJ�WKH�HLJKWK�MRLQW
PDULWLPH�RSHUDWLRQ�ZLWK�WKH�8�6��,Q�2FWREHU��WKH�-2&&��IRU�WKH�ILUVW�WLPH��FDUULHG�RXW�WZR�FRQFXUUHQW
FRXQWHUQDUFRWLFV�RSHUDWLRQV�WKDW�UHVXOWHG�LQ����DUUHVWV�DQG�WKH�GHVWUXFWLRQ�RI����NLORJUDPV�RI�FRFDLQH�

7KH�*277�VHL]HG�����NLORJUDPV�RI�FRFDLQH�LQ�WKH�ILUVW�WKUHH�TXDUWHUV�RI�������H[FHHGLQJ�WKH�WRWDO
VHL]HG�LQ�������7KLV�VXFFHVV�ZDV�GXH�WR�HIIRUWV�RI�WKH�2UJDQL]HG�&ULPH�DQG�1DUFRWLFV�8QLW��2&18��
VHYHUDO�UHJLRQDO�FRXQWHUQDUFRWLFV�LQWHUGLFWLRQ�RSHUDWLRQV�FRRUGLQDWHG�WKURXJK�WKH�-2&&��DQG�RQH
RSHUDWLRQ�FRQGXFWHG�E\�WKH�7ULQLGDG�DQG�7REDJR�3ROLFH�6HUYLFH��7736��GXULQJ�ZKLFK�����NLORJUDPV
ZHUH�VHL]HG�IURP�SHUVRQV�ZKR�UHWULHYHG�FRFDLQH�WKDW�ZDVKHG�DVKRUH�LQ�6RXWK�7ULQLGDG��,Q�WZR�VHSDUDWH
LQFLGHQWV��WKH�*277�VHL]HG�D�WRWDO�RI�����NLORJUDPV�RI�KHURLQ��WKH�'HFHPEHU�VHL]XUH�RI�DSSUR[LPDWHO\
ILYH�NLORJUDPV�ZDV�UHSRUWHG�WR�EH�WKH�ODUJHVW�VHL]XUH�HYHU�RI�KHURLQ�LQ�7ULQLGDG�DQG�7REDJR��*277
PDULMXDQD�HUDGLFDWLRQ�RSHUDWLRQV�LQ�WKH�ILUVW�WKUHH�TXDUWHUV�RI������UHVXOWHG�LQ�WKH�GHVWUXFWLRQ�RI�RYHU
����PLOOLRQ�PDULMXDQD�SODQWV�DQG�VHHGOLQJV��7KH�8�6��GRQDWHG�HTXLSPHQW�IRU�WKH�*277
V�HUDGLFDWLRQ
HIIRUW�DQG��LQ�WZR�RSHUDWLRQV��SURYLGHG�KHOLFRSWHUV�WR�WUDQVSRUW�WKH�FXWWHUV�WR�WKH�PDUL MXDQD�FXOWLYDWLRQ�

,Q�WKH�ILUVW�WKUHH�TXDUWHUV�RI�������WKH�*277�PDGH�RYHU������DUUHVWV�IRU�GUXJ�UHODWHG�RIIHQVHV��7KH
*277�HVWLPDWHV�WKDW����SHUFHQW�RI�WKH�FRXQWU\
V�FULPH�LV�UHODWHG�WR�QDUFRWLFV�

&RUUXSWLRQ��'XULQJ�������QR�FDVHV�RI�GUXJ�UHODWHG�FRUUXSWLRQ�ZHUH�ILOHG�DJDLQVW�VHQLRU�RIILFLDOV��7KH
*277�GRHV�QRW�HQFRXUDJH�RU�IDFLOLWDWH�WKH�LOOLFLW�SURGXFWLRQ�RU�GLVWULEXWLRQ�RI�QDUFRWLFV�RU�WKH
ODXQGHULQJ�RI�GUXJ�PRQH\��,Q�������WKH�*277�SDVVHG�OHJLVODWLRQ�WKDW�SHUPLWV�JUHDWHU�PRQLWRULQJ�RI
WKH�ILQDQFLDO�DFWLYLWLHV�RI�D�JUHDWHU�VFRSH�RI�SXEOLF�RIILFLDOV��,QGLYLGXDOV�DUH�UHTXLUHG�WR�GHFODUH�DQG
H[SODLQ�WKH�VRXUFHV�RI�WKHLU�DVVHWV��DQ�DOUHDG\�HVWDEOLVKHG�LQWHJULW\�FRPPLVVLRQ�LV�DXWKRUL]HG�WR�LQLWLDWH
LQYHVWLJDWLRQV��)ROORZLQJ�WKH������HVFDSH�DQG�UHFDSWXUH��ZLWK�8�6��DVVLVWDQFH��RI�D�PDMRU�GUXJ
WUDIILFNHU��WKH�*277�IRUPHG�D�KLJK�UDQNLQJ�FRPPLVVLRQ�RI�LQTXLU\�WR�H[DPLQH�WKH�FLUFXPVWDQFHV�RI
WKH�LQFLGHQW��$V�D�UHVXOW�RI�WKH�FRPPLVVLRQ
V�ILQGLQJV��FKDUJHV�ZHUH�ILOHG�DJDLQVW�WKUHH�SROLFH�RIILFHUV�
EXW�WKH�FDVHV�KDYH�QRW�\HW�FRPH�WR�WULDO��7ULQLGDG�DQG�7REDJR�LV�D�SDUW\�WR�WKH�,QWHU�$PHULFDQ
&RQYHQWLRQ�$JDLQVW�&RUUXSWLRQ�

$JUHHPHQWV�DQG�7UHDWLHV��7ULQLGDG�DQG�7REDJR�LV�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��WKH�����
81�6LQJOH�&RQYHQWLRQ�DQG�LWV������3URWRFRO��DQG�WKH������81�&RQYHQWLRQ�RQ�3V\FKRWURSLF
6XEVWDQFHV��0XWXDO�OHJDO�DVVLVWDQFH�DQG�H[WUDGLWLRQ�WUHDWLHV�ZLWK�WKH�8�6��HQWHUHG�LQWR�IRUFH�LQ
1RYHPEHU�������$�ELODWHUDO�8�6��*277�PDULWLPH�DJUHHPHQW�LV�LQ�IRUFH�

&XOWLYDWLRQ�DQG�3URGXFWLRQ��7ULQLGDG�DQG�7REDJR�LV�QRW�D�SURGXFHU�RI�FRFDLQH�RU�RSLXP�SRSS\�
0DULMXDQD�LV�FXOWLYDWHG�\HDU�URXQG�LQ�WKH�IRUHVW�DQG�MXQJOH�DUHDV�RI�QRUWKHUQ��HDVWHUQ��DQG�VRXWKHUQ
7ULQLGDG�DQG��WR�D�PLQRU�H[WHQW��LQ�7REDJR��7KH�*277�UHSRUWV�WKHUH�DUH�DSSUR[LPDWHO\�����KHFWDUHV
XQGHU�FXOWLYDWLRQ��0DULMXDQD�LV�HUDGLFDWHG�E\�FXWWLQJ�DQG�EXUQLQJ�SODQWV�PDQXDOO\��$LUFUDIW�DQG�JOREDO
SRVLWLRQLQJ�V\VWHPV�DUH�XVHG�WR�GHWHFW�FURS�DUHDV�DQG�WR�IDFLOLWDWH�JURXQG�WURRSV�LQ�ORFDWLQJ�JURZLQJ
DUHDV��DHULDOO\�DSSOLHG�KHUELFLGHV�DUH�QRW�XVHG�

'UXJ�)ORZ�7UDQVLW��7ULQLGDG�DQG�7REDJR
V�VHYHUDO�DLUSRUWV�DQG�KDUERUV��ODUJH�YROXPHV�RI�FDUJR
WUDIILF��DQG�D�KLJKO\�PRELOH�SRSXODWLRQ�PDNH�LW�DQ�DWWUDFWLYH�WUDQVVKLSPHQW�SRLQW�IRU�LOOLFLW�GUXJV�
SULPDULO\�FRFDLQH�EXW�DOVR�KHURLQ��YLD�DLU�DQG�VHD��6HYHUDO�UHFHQW�FRFDLQH�VHL]XUHV�DQG�VXSSRUWLQJ
LQIRUPDWLRQ�LQGLFDWH�WKDW�GUXJ�WUDIILFNLQJ�RUJDQL]DWLRQV�DUH�LQFUHDVLQJ�WKHLU�XVH�RI�7ULQLGDG�DQG�7REDJR
WR�IDFLOLWDWH�WKH�WUDQVVKLSPHQW�RI�FRFDLQH�WR�WKH�8�6���EXW�WKHUH�LV�LQVXIILFLHQW�HYLGHQFH�WR�HVWDEOLVK�WKDW
WKH�TXDQWLW\�RI�GUXJV�WUDQVLWLQJ�7ULQLGDG�DQG�7REDJR�KDV�D�VLJQLILFDQW�HIIHFW�RQ�WKH�8�6��$�QHWZRUN�RI
QDUFRWLFV�VPXJJOLQJ�RUJDQL]DWLRQV�RSHUDWHV�LQ�7ULQLGDG�DQG�7REDJR��6PDOO�ILVKLQJ�ERDWV�DUH�WKH�PDLQ
PHWKRG�RI�FRQYH\DQFH�IRU�FRFDLQH�EURXJKW�WR�7ULQLGDG�DQG�7REDJR��DOWKRXJK�ODUJH�YHVVHOV��SOHDVXUH
FUDIW�DQG�DLUSODQHV�DOVR�FDUU\�QDUFRWLFV��0XOWL�NLORJUDP�TXDQWLWLHV�RI�FRFDLQH�PRVW�RIWHQ�DUH�VPXJJOHG
RXW�E\�FRXULHUV�DQG�LQ�DLU�FDUJR��FRFDLQH�KDV�EHHQ�IRXQG�LQ�ERWK�WKH�7ULQLGDG�DQG�7REDJR�DLUSRUWV�DQG
RQ�FRPPHUFLDO�DLUOLQH�IOLJKWV�WKDW�VWRSSHG�HQ�URXWH�IURP�*X\DQD�WR�1RUWK�$PHULFD��+RZHYHU��VRPH
PXOWL�KXQGUHG�NLORJUDP�TXDQWLWLHV�RI�FRFDLQH�KDYH�EHHQ�VHL]HG�IURP�RXWERXQG�FRPPHUFLDO�PDULWLPH
FRQYH\DQFHV��$OWKRXJK�WUDIILFNLQJ�WKURXJK�7ULQLGDG�DQG�7REDJR�KDV�LQFUHDVHG��PDQ\�VKLSPHQWV�DUH
E\SDVVLQJ�WKH�FRXQWU\�LQ�IDYRU�RI�RWKHU�LVODQGV��GXH�LQ�ODUJH�SDUW�WR�WKH�FRXQWHUQDUFRWLFV�HIIRUWV�RI
*277�VHFXULW\�IRUFHV��$Q�LQFUHDVH�LQ�PDULMXDQD�IURP�9HQH]XHOD�PD\�LQGLFDWH�WKDW�GHPDQG�LV
H[FHHGLQJ�GRPHVWLF�VXSSO\��ZKLFK�KDV�EHHQ�UHGXFHG�E\�LQFUHDVHG�*277�PDULMXDQD�HUDGLFDWLRQ�HIIRUWV�

'RPHVWLF�3URJUDPV�'HPDQG�5HGXFWLRQ��3URJUDPV�WR�UHGXFH�WKH�GHPDQG�IRU�LOOLFLW�GUXJV�DUH
PDQDJHG�E\�WKH�0LQLVWULHV�RI�6RFLDO�'HYHORSPHQW�DQG�(GXFDWLRQ�ZLWK�DVVLVWDQFH�IURP�QRQ�



JRYHUQPHQWDO�RUJDQL]DWLRQV��1*2V���7KH�*277�IXQGV�WKH�1DWLRQDO�$OFRKRO�DQG�'UXJ�$EXVH
3UHYHQWLRQ�3URJUDP��ZKLFK�FRRUGLQDWHV�WKH�DFWLYLWLHV�RI�1*2V�WR�UHGXFH�GHPDQG�

,Q�������WKH�*277�ODXQFKHG�WKH�'�$�5�(��SURJUDP�IRU�����WR�����\HDU�ROGV��FDUULHG�RXW�E\�WKH
&RPPXQLW\�3ROLFLQJ�%UDQFK�RI�WKH�7736��7KH�86*�SURYLGHG�IXQGV�IRU�SURJUDP�PDWHULDOV�DQG�WHDFKHU
WUDLQLQJ��7KH�8�6��DOVR�SURYLGHG�DVVLVWDQFH�WR�VHYHUDO�SROLFH�\RXWK�FOXEV��HVWDEOLVKHG�E\�WKH�7736
&RPPXQLW\�3ROLFLQJ�%UDQFK�WR�SURYLGH�ORFDO�FKLOGUHQ�ZLWK�SRVLWLYH�UROH�PRGHOV�DQG�GUXJ�DZDUHQHVV
SURJUDPPLQJ�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

3ROLF\�,QLWLDWLYHV��7KH�8�6�
�NH\�SROLF\�REMHFWLYH�LV�WR�DVVLVW�WKH�*277�LQ�HOLPLQDWLQJ�WKH�IORZ�RI
QDUFRWLFV�WKURXJK�7ULQLGDG�DQG�7REDJR�WR�WKH�8�6��7KH�8�6��KDV�IRFXVHG�RQ�HQKDQFLQJ�WKH�*277
V
DELOLW\�WR�LQWHUGLFW�QDUFRWLFV�VKLSPHQWV��VWUHQJWKHQ�DQWLGUXJ�WUDIILFNLQJ�ODZV��EULQJ�WUDIILFNHUV�WR�WULDO�
DWWDFN�PRQH\�ODXQGHULQJ��GHWHU�SXEOLF�FRUUXSWLRQ��DQG�SURWHFW�ZLWQHVVHV�IURP�LQWLPLGDWLRQ�DQG�PXUGHU�

%LODWHUDO�&RRSHUDWLRQ��7KH�8�6��KDV�D�YHU\�FRRSHUDWLYH�UHODWLRQVKLS�ZLWK�WKH�*277��ZKLFK�SOD\V�D
OHDGLQJ�UROH�LQ�UHJLRQDO�FRXQWHUGUXJ�HIIRUWV��*277�RIILFLDOV�FRQVLVWHQWO\�VSHDN�RXW�DJDLQVW�GUXJ
WUDIILFNLQJ�DQG�LQ�VXSSRUW�RI�*277�8�6��FRXQWHUQDUFRWLFV�FRRSHUDWLRQ��'XULQJ�KHU�-XQH�YLVLW�WR
7ULQLGDG�DQG�7REDJR�WR�SDUWLFLSDWH�LQ�WKH�*277�KRVWHG�&DULEEHDQ�-XVWLFH�0LQLVWHULDO��WKHQ�$WWRUQH\
*HQHUDO�5HQR�DQG�3ULPH�0LQLVWHU�3DQGD\�VLJQHG�D�MRLQW�VWDWHPHQW�RQ�ODZ�HQIRUFHPHQW�FRRSHUDWLRQ�LQ
ZKLFK�ERWK�FRXQWULHV�SOHGJHG�WR�FRQWLQXH�DQG�H[SDQG�ELODWHUDO�FRRSHUDWLRQ�LQ�GUXJ�LQWHUGLFWLRQ�
GHWHFWLRQ�RI�SUHFXUVRU�FKHPLFDOV��DQWL�PRQH\�ODXQGHULQJ�HIIRUWV��GUXJ�UHKDELOLWDWLRQ�DQG�MXGLFLDO�UHIRUP�

2XU�VWURQJ�ELODWHUDO�FRRSHUDWLRQ�ZDV�UHFRJQL]HG�E\�7ULQLGDG�DQG�7REDJR
V�VHOHFWLRQ�DV�WKH�VRXWKHUQ
FRPPDQG�FHQWHU�IRU�D����FRXQWU\�DQWLGUXJ�RSHUDWLRQ�RUJDQL]HG�E\�WKH�'($��7R�IXUWKHU�HQKDQFH�8�6��
*277�FRXQWHUQDUFRWLFV�HIIRUWV��WKH�'($�DGGHG�D�WKLUG�RIILFHU�WR�LWV�FRXQWU\�RIILFH�LQ�������7KH
*277�DQG�8�6��DOVR�SDUWLFLSDWHG�LQ�WZR�PDULWLPH�H[HUFLVHV�XQGHU�WKH�ELODWHUDO�PDULWLPH
FRXQWHUQDUFRWLFV�FRRSHUDWLRQ�DJUHHPHQW��GXULQJ�ZKLFK�SHUVRQQHO�IURP�WKH�7ULQLGDG�DQG�7REDJR
'HIHQVH�)RUFH��WKH�8�6��&RDVW�*XDUG�DQG�WKH�8�6��1DY\�SDUWLFLSDWHG�DV�REVHUYHUV�RQ�HDFK�RWKHU
V
YHVVHOV��,Q�ODWH�������WKH�8�6��WUDQVIHUUHG�WR�WKH�*277�DQ����IRRW�SDWURO�ERDW�IRU�PDULWLPH
LQWHUGLFWLRQ��EULQJLQJ�WR�WKUHH�WKH�WRWDO�QXPEHU�RI�VXFK�ERDWV�WUDQVIHUUHG�WR�WKH�*277��7KH�*277
FRQWLQXHG�WR�RSHUDWH�WZR�&����DLUFUDIW�DQG�WZR�3LSHU�1DYDMR�DLUFUDIW��SURYLGHG�E\�WKH�8�6��IRU
FRXQWHUQDUFRWLFV�VXUYHLOODQFH��6LQFH�LWV�FRPPLVVLRQLQJ�LQ�2FWREHU�������WKH�*277�KDV�SURYLGHG���RI
WKH����LQWHUQDWLRQDO�FUHZPHQ�IRU�WKH�&DULEEHDQ�6XSSRUW�7HQGHU��D�8�6��&RDVW�*XDUG�YHVVHO�ZLWK�D
PXOWLQDWLRQDO�FUHZ�WKDW�SURYLGHV�WUDLQLQJ�DQG�DVVLVWDQFH�LQ�VKLS�PDLQWHQDQFH�DQG�UHSDLUV�WR�&DULEEHDQ
&RDVW�*XDUGV�

'($�ZRUNHG�ZLWK�WKH�0LQLVWU\�RI�+HDOWK�WR�IXUWKHU�VWUHQJWKHQ�WKH�*277
V�SUHFXUVRU�FKHPLFDO�FRQWURO
SURJUDP��ZKLFK�LV�FXUUHQWO\�LQDGHTXDWH��WKURXJK�SURYLVLRQ�RI�LQ�FRXQWU\�WUDLQLQJ��,Q�DGGLWLRQ��WKH�8�6�
LV�SURYLGLQJ�FRPSXWHUV�DQG�VRIWZDUH�WR�DVVLVW�LQ�WKH�*277
V�DQDO\VLV�RI�GDWD�REWDLQHG�GXULQJ
LQVSHFWLRQV�WR�GHWHUPLQH�LI�FKHPLFDOV�DUH�EHLQJ�GLYHUWHG�LQWR�WKH�LOOLFLW�PDUNHW�

$�WKUHH�SHUVRQ�8�6��&XVWRPV�DGYLVRU\�WHDP��IXQGHG�E\�WKH�*277��ZRUNHG�FORVHO\�ZLWK�WKH�*277
V
&XVWRPV�DQG�([FLVH�GLYLVLRQ�WR�LQFUHDVH�WKH�HIIHFWLYHQHVV�RI�LWV�SDVVHQJHU�DQG�FDUJR�SURFHVVLQJ�DQG
VWUHQJWKHQ�LWV�FRXQWHUGUXJ�HQIRUFHPHQW�FDSDELOLWLHV��7KH�WHDP�DOVR�SURYLGHG�WHFKQLFDO�DVVLVWDQFH�DQG
H[SHUWLVH�LQ�WUDFNLQJ�VPDOO�SOHDVXUH�FUDIW�DQG�FDUJR�YHVVHOV�DQG�LQ�VXSSRUW�RI�WKH�*277
V�FDQLQH
QDUFRWLFV�GHWHFWLRQ�DQG�PDULQH�LQWHUGLFWLRQV�SURJUDPV��,Q�������DQ�DGGLWLRQDO�FDQLQH�DQG�KDQGOHU�ZHUH
WUDLQHG�DW�WKH�8�6��&XVWRPV�&DQLQH�(QIRUFHPHQW�7UDLQLQJ�&HQWHU��7KH�8�6��LV�SXUFKDVLQJ�WZR�QHZ
LQWHUFHSWRU�W\SH�YHVVHOV�IRU�WKH�PDULQH�LQWHUGLFWLRQ�XQLW��8�6��&XVWRPV�LV�GRQDWLQJ�WKUHH�UDGDUV�WR
LPSURYH�WKH�*277
V�FRDVWDO�UDGDU�VXUYHLOODQFH�V\VWHP�WKDW��ZLWK�8�6��GRQDWHG�UDGDUV�DQG�WHFKQLFDO
DVVLVWDQFH��KDV�EHHQ�RSHUDWLQJ�VLQFH�������7R�GDWH��&XVWRPV�KDV�UHSRUWHG�QR�VLJQLILFDQW�VHL]XUHV�

$W�*277�LQYLWDWLRQ��DQ�,QWHUQDO�5HYHQXH�6HUYLFH�WD[�DVVLVWDQFH�DQG�DGYLVRU\�VHUYLFH�WHDP�ZDV
HVWDEOLVKHG�WR�PRGHUQL]H�WKH�%XUHDX�RI�,QODQG�5HYHQXH��,56�LV�KHOSLQJ�WKH�*277�SODQ�D
FRPSUHKHQVLYH�FULPLQDO�LQYHVWLJDWLRQ�GLYLVLRQ�DQG�SURYLGLQJ�WHFKQLFDO�DVVLVWDQFH�WR�HQIRUFH�FULPLQDO
VWDWXWHV�UHODWLYH�WR�WD[�DGPLQLVWUDWLRQ�DQG�UHODWHG�ILQDQFLDO�FULPHV�

7KH�5RDG�$KHDG��7KH�8�6��ZLOO�FRQWLQXH�WR�ZRUN�ZLWK�WKH�*277��WKURXJK�SURYLVLRQ�RI�WHFKQLFDO
DVVLVWDQFH��WUDLQLQJ�DQG�HTXLSPHQW��WR�VWUHQJWKHQ�LWV�FRXQWHUQDUFRWLFV�DQG�DQWL�PRQH\�ODXQGHULQJ
FDSDELOLWLHV��7KH�8�6��ZLOO�SURYLGH�VXSSRUW�WR�HQKDQFH�WKH�*277
V�PDULWLPH�LQWHUGLFWLRQ�FDSDELOLWLHV�
7KH�8�6��ZLOO�DOVR�VHHN�WR�LPSURYH�WKH�UXOH�RI�ODZ�E\�HQFRXUDJLQJ�OHJDO�UHIRUPV�DQG�SURYLGLQJ
DVVLVWDQFH�WR�UHGXFH�MXGLFLDO�GHOD\V�DQG�LPSURYH�HYLGHQWLDU\�ODZV��7KH�8�6��ZLOO�FRQWLQXH�WR�ZRUN
FORVHO\�ZLWK�WKH�*277
V�FRXQWHUQDUFRWLFV�WDVN�IRUFH�RQ�WKH�LPSOHPHQWDWLRQ�RI�PRQH\�ODXQGHULQJ�DQG
DVVHW�IRUIHLWXUH�ODZV��,Q�DGGLWLRQ��WKH�8�6��ZLOO�SURYLGH�WUDLQLQJ��WHFKQLFDO�DVVLVWDQFH�DQG�HTXLSPHQW�IRU



WKH�GUXJ�UHKDELOLWDWLRQ�FHQWHU�WKH�*277�LV�HVWDEOLVKLQJ�DW�D�GUXJ�ORUG
V�FRQILVFDWHG�HVWDWH�
5HSUHVHQWDWLYHV�LQ�3RUW�RI�6SDLQ�ZLOO�FRQWLQXH�WR�SDUWLFLSDWH�DFWLYHO\�LQ�WKH�(DVWHUQ�&DULEEHDQ�ZRUNLQJ
JURXS��ZKLFK�DGGUHVVHV�FRXQWHUQDUFRWLFV�LVVXHV�IURP�D�VXEUHJLRQDO�YLHZSRLQW�

>(QG�@
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Afghanistan

,��6XPPDU\

$IJKDQLVWDQ�FRQWLQXHV�WR�EH�WKH�ZRUOG
V�ODUJHVW�RSLXP�SURGXFHU�DIWHU�DQRWKHU�\HDU�RI�PDMRU�LQFUHDVHV�
$IJKDQLVWDQ�QRZ�DFFRXQWV�IRU����SHUFHQW�RI�WKH�ZRUOG
V�LOOLFLW�RSLXP�VXSSO\��'HVSLWH�VHYHUH�GURXJKW
FRQGLWLRQV�LQ�PXFK�RI�WKH�FRXQWU\��UHOLDEOH�86*�HVWLPDWHV�LQGLFDWH�WKDW�FXOWLYDWLRQ�LQFUHDVHG�E\���
SHUFHQW�DQG�SRWHQWLDO�SURGXFWLRQ�UHDFKHG�������PHWULF�WRQV��7UDIILFNHUV�RI�$IJKDQ�KHURLQ�FRQWLQXHG�WR
URXWH�PRVW�RI�WKHLU�SURGXFWLRQ�WR�(XURSH�EXW�DOVR�WDUJHWHG�WKH�8QLWHG�6WDWHV��7KH�7DOLEDQ�DQG
1RUWKHUQ�$OOLDQFH�IDFWLRQV�YLH�IRU�QDWLRQDO�FRQWURO�RI�$IJKDQLVWDQ�DQG�ERWK�FRQWURO�WHUULWRU\�XVHG�E\
FXOWLYDWRUV��UHILQHUV�DQG�WUDIILFNHUV��7KH�8QLWHG�1DWLRQV�,QWHUQDWLRQDO�'UXJ�&RQWURO�3URJUDP��81'&3�
DQG�QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQ��1*2��HIIRUWV�DW�VXSSO\�DQG�GHPDQG�UHGXFWLRQ�KDYH�KDG�OLWWOH
VXFFHVV�GXH�WR�WKH�ODFN�RI�FRRSHUDWLRQ�DQG�VXSSRUW�IURP�WKH�$IJKDQ�IDFWLRQV��7KH�IDFWLRQV��HVSHFLDOO\
WKH�7DOLEDQ��ZKLFK�FRQWUROV����SHUFHQW�RI�WKH�WHUULWRU\�ZKHUH�SRSS\�LV�JURZQ��SURPRWH�SRSS\
FXOWLYDWLRQ�WR�ILQDQFH�ZHDSRQV�SXUFKDVHV�DV�ZHOO�DV�PLOLWDU\�RSHUDWLRQV��7KRVH�LQ�SRVLWLRQV�RI�DXWKRULW\
KDYH�PDGH�SURFODPDWLRQV�DJDLQVW�SRSS\�FXOWLYDWLRQ�EXW�KDYH�KDG�OLWWOH�RU�QR�HIIHFW�RQ�WKH�GUXJ�WUDGH�
ZKLFK�FRQWLQXHV�WR�H[SDQG�

7KH�7DOLEDQ�LVVXHG�LQ�ODWH�-XO\�D�QHZ�EDQ�RQ�SRSS\�FXOWLYDWLRQ��+RZHYHU��LW�LV�QRW�FOHDU�KRZ�VHULRXV
WKH�7DOLEDQ
V�HIIRUWV�DUH�WR�HQIRUFH�WKH�EDQ��1RU�LV�LW�FOHDU�WKDW�D�EDQ�RQ�SRSS\�FXOWLYDWLRQ�ZLOO�LPSHGH
D�GUXJ�WUDGH�VXVSHFWHG�E\�WKH�LQWHUQDWLRQDO�FRPPXQLW\�WR�KDYH�ODUJH�TXDQWLWLHV�RI�RSLXP�LQ�VWRUDJH�
7KH�DQQRXQFHPHQW�RI�WKH�RSLXP�EDQ�KDV�FDXVHG�RSLXP�SULFHV�WR�ULVH��D�ERRQ�IRU�WUDIILFNHUV�VLWWLQJ�RQ
ODUJH�VWRFNSLOHV��1HLWKHU�WKH�7DOLEDQ�QRU�WKH�1RUWKHUQ�$OOLDQFH�KDV�WDNHQ�DQ\�VLJQLILFDQW�DFWLRQ�WR�VHL]H
VWRUHG�RSLXP��SUHFXUVRU�FKHPLFDOV�RU�DUUHVW�DQG�SURVHFXWH�QDUFRWLFV�WUDIILFNHUV��2Q�WKH�FRQWUDU\�
DXWKRULWLHV�FRQWLQXH�WR�WD[�WKH�RSLXP�SRSS\�FURS�DW�DERXW�WHQ�SHUFHQW��DQG�DOORZ�LW�WR�EH�VROG�LQ�RSHQ
ED]DDUV��WUDGHG�DQG�WUDQVSRUWHG�

$IJKDQLVWDQ�LV�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��EXW�QR�SROLWLFDO�IDFWLRQ�WRRN�PHDQLQJIXO�VWHSV
LQ������WR�PHHW�$IJKDQLVWDQ
V�REOLJDWLRQV�XQGHU�WKH�&RQYHQWLRQ��,Q�������WKH�7DOLEDQ�SOHGJHG�WR�GHDO
ZLWK�QDUFRWLF�GUXJV�DFFRUGLQJ�WR�LQWHUQDWLRQDO�GUXJ�FRQWURO�FRQYHQWLRQV��,Q�-XQH�������WKH
,QWHUQDWLRQDO�1DUFRWLFV�&RQWURO�%RDUG�LQYRNHG�DUWLFOH����RI�WKH�6LQJOH�&RQYHQWLRQ�RQ�1DUFRWLF�'UXJV
RI������DJDLQVW�WKH�7DOLEDQ�IRU�IDLOLQJ�WR�H[WHQG�VXSSRUW�DQG�FRRSHUDWLRQ�WR�DOO�LQWHUQDWLRQDO�DJHQFLHV
ZRUNLQJ�LQ�WKH�GUXJ�FRQWURO�ILHOG�

,,��6WDWXV�RI�&RXQWU\

,Q�������$IJKDQLVWDQ�UHPDLQHG�WKH�ODUJHVW�SURGXFHU�RI�RSLXP�SRSS\�LQ�WKH�ZRUOG��GHVSLWH�D�SURWUDFWHG
GURXJKW�DQG�DQ�RQJRLQJ�FLYLO�ZDU�DQG�SROLWLFDO�LQVWDELOLW\��7KH�7DOLEDQ�DQG�1RUWKHUQ�$OOLDQFH
FRQWLQXHG�WR�IRFXV�RQ�WKH�LQWHUQDO�VWUXJJOH�IRU�FRQWURO�RI�$IJKDQLVWDQ��%\�WKH�HQG�RI�������WKH�7DOLEDQ
FRQWUROOHG����WR����SHUFHQW�RI�WKH�FRXQWU\
V�WHUULWRU\��LQFOXGLQJ�RYHU����SHUFHQW�RI�WKH�DUHD�ZKHUH
RSLXP�SRSS\�LV�FXOWLYDWHG��7KH�1RUWKHUQ�$OOLDQFH�KDV�QRPLQDO�FRQWURO�RYHU�WKH�UHPDLQLQJ�IRXU�SHUFHQW
RI�WKH�RSLXP�JURZLQJ�DUHD��PRVWO\�LQ�%DGDNKVKDQ�DQG�7DNKDU�SURYLQFHV�

,Q�WKH�\HDU�������SRWHQWLDO�SURGXFWLRQ�ZDV�HVWLPDWHG�E\�WKH�86*�DW�������PHWULF�WRQV��WZR�DQG�D�KDOI
WLPHV�WKDW�RI�%XUPD��LWV�QHDUHVW�FRPSHWLWRU�IRU�LOOLFLW�SRSS\�FXOWLYDWLRQ��1HZ�DUHDV�RI�SRSS\
FXOWLYDWLRQ��KLJK�RSLXP�SULFHV�DW�SODQWLQJ�DQG�DGHTXDWH�ZDWHU�GXULQJ�WKH�JURZLQJ�VHDVRQ�VSXUUHG�WKH
UHFRUG�FURS��0RVW�RI�WKH�SRSS\�LV�JURZQ�RQ�LUULJDWHG��SULPH�DJULFXOWXUDO�ODQG��DQG�ZDV�XQDIIHFWHG�E\�D
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GHYDVWDWLQJ�GURXJKW�LQ�WKH�UHJLRQ�GXULQJ�������$IJKDQLVWDQ
V�SRSS\�ILHOGV�WKHUHIRUH�SURGXFH�YHU\�KLJK
\LHOGV�SHU�KHFWDUH�

'UXJ�SURGXFWLRQ�LQ�DQG�WUDIILFNLQJ�IURP�$IJKDQLVWDQ�LV�DIIHFWLQJ��QHJDWLYHO\��WKH�UHJLRQ��7KH�GUXJ�WUDGH
FRUUXSWV�ORFDO�DXWKRULWLHV��LV�WKH�PDMRU�IDFWRU�EHKLQG�VN\URFNHWLQJ�UHJLRQDO�KHURLQ�DGGLFWLRQ�LQ�UHIXJHH
DQG�LQGLJHQRXV�SRSXODWLRQV��DQG�LV�UHVSRQVLEOH�IRU�LQFUHDVHG�OHYHOV�RI�WHUURULVP�DQG�GUXJ�UHODWHG
YLROHQFH�LQ�QHLJKERULQJ�FRXQWULHV��7KH�$IJKDQ�GUXJ�WUDGH�DOVR�XQGHUPLQHV�WKH�UXOH�RI�ODZ�E\�JHQHUDWLQJ
ODUJH�DPRXQWV�RI�FDVK��FRQWULEXWLQJ�WR�UHJLRQDO�PRQH\�ODXQGHULQJ�DQG�RIILFLDO�FRUUXSWLRQ�LQ�FRXQWULHV
ZLWK�ZHDN�HFRQRPLHV�DQG�LQVWLWXWLRQV�

,,,��&RXQWU\�$FWLRQV�DJDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��7KH�8�6��*RYHUQPHQW�GRHV�QRW�UHFRJQL]H�HLWKHU�RI�$IJKDQLVWDQ
V�PDMRU�SROLWLFDO
IDFWLRQV�EXW�KROGV�WKRVH�IDFWLRQV�UHVSRQVLEOH�IRU�LOOLFLW�DFWLYLWLHV�ZLWKLQ�WKHLU�DUHDV�RI�FRQWURO�DQG
RSHUDWLRQ��7KH�1RUWKHUQ�$OOLDQFH�KDV�WDNHQ�QR�DFWLRQ�RI�ZKLFK�ZH�DUH�DZDUH�DJDLQVW�FXOWLYDWLRQ�DQG
WUDIILFNLQJ�LQ�LWV�DUHD��+RZHYHU��LQ�-XO\�������7DOLEDQ��VXSUHPH�OHDGHU��0XOODK�2PDU�LVVXHG�D�GHFUHH
WR�HQG�SRSS\�FXOWLYDWLRQ�QDWLRQ�ZLGH�LQ�WKH�����������JURZLQJ�VHDVRQ��7KLV�GHFUHH�IROORZHG�WKH�RQH
LVVXHG�LQ�6HSWHPEHU������WR�UHGXFH�SRSS\�FXOWLYDWLRQ�E\�RQH�WKLUG��:KLOH�WKHUH�KDYH�EHHQ�VRPH
FUHGLEOH�UHSRUWV�RI�VFDWWHUHG�HQIRUFHPHQW�DFWLRQV�UHODWHG�WR�WKH�QHZ�EDQ�RQ�SRSS\�FXOWLYDWLRQ��LW�ZLOO
QRW�EH�SRVVLEOH�WR�DVVHVV�WKH�H[WHQW�RI�DQ\�HUDGLFDWLRQ�RU�UHGXFWLRQ�LQ�FXOWLYDWLRQ�XQWLO�PLG�������7KH
7DOLEDQ�PDGH�QR�GLVFHUQLEOH�DWWHPSW�WR�HQIRUFH�GHFUHHV�EDQQLQJ�RU�UHGXFLQJ�SRSS\�LQ������DQG������
5DWKHU��FXOWLYDWLRQ�LQFUHDVHG�FRXQWU\ZLGH�LQ�WKRVH�\HDUV�

$FFRPSOLVKPHQWV��1R�$IJKDQ�IDFWLRQ�WRRN�DQ\�VLJQLILFDQW�VWHSV�WR�DFKLHYH�WKH�JRDOV�DQG�REMHFWLYHV
RI�WKH������81�'UXJ�&RQYHQWLRQ��,Q�-XQH�������WKH�,QWHUQDWLRQDO�1DUFRWLFV�&RQWURO�%RDUG�LQYRNHG
DUWLFOH����RI�WKH�6LQJOH�&RQYHQWLRQ�RQ�1DUFRWLF�'UXJV�RI������IRU�IDLOLQJ�WR�H[WHQG�VXSSRUW�DQG
FRRSHUDWLRQ�WR�DOO�LQWHUQDWLRQDO�DJHQFLHV�ZRUNLQJ�LQ�WKH�GUXJ�FRQWURO�ILHOG�

7KH��6WDWH�+LJK�&RPPLVVLRQ�IRU�'UXJ�&RQWURO���6+&'&��LV�D�SDUWQHU�ZLWK�81'&3�LQ�7DOLEDQ�
FRQWUROOHG�DUHDV�RQ�GUXJ�FRQWURO�SURMHFWV��81'&3
V�SLORW�DOWHUQDWLYH�GHYHORSPHQW�SRSS\�UHGXFWLRQ
SURMHFWV�LQ�1DQJDUKDU�DQG�4DQGDKDU�SURYLQFHV�KDG�PL[HG�UHVXOWV�LQ�DFKLHYLQJ�SRSS\�UHGXFWLRQ�WDUJHWV
ODVW�JURZLQJ�VHDVRQ��81'&3�PDQDJHG�VPDOO�VFDOH�GHYHORSPHQW�DVVLVWDQFH�SURMHFWV�GLG�QRW�DFKLHYH
VLJQLILFDQW�UHGXFWLRQV�LQ�RSLXP�FXOWLYDWLRQ�DQG�FODLPHG�GHFUHDVHV�ZHUH�RIIVHW�E\�WKH�H[SDQVLRQ�RI
FXOWLYDWLRQ�LQ�QHZ�GLVWULFWV��2QO\�LQ�4DQGDKDU�GLG�SRSS\�FXOWLYDWLRQ�DFWXDOO\�GHFOLQH��EXW�QRW�E\�RQH�
WKLUG�DV�GHFUHHG��/RFDO�DXWKRULWLHV�FRQWLQXHG�WR�PDLQWDLQ�D������EDQ�RQ�RSLXP�SURGXFWLRQ�LPSRVHG�LQ
WKH�;HEHF�GLVWULFW�RI�%DGDNKVKDQ�SURYLQFH��,Q������%DGDNKVKDQ�DXWKRULWLHV�VXEVHTXHQWO\�H[WHQGHG�LW
WR�WKH�GLVWULFWV�RI�(VKNDVKHP�DQG�SDUWV�RI�%DKDUDN��$V�D�ZKROH��%DGDNKVKDQ�RSLXP�SRSS\�FXOWLYDWLRQ
GHFOLQHG�E\����SHUFHQW�LQ������

%HFDXVH�DOWHUQDWLYH�GHYHORSPHQW�SURJUDPV�KDYH�KDG�OLWWOH�RU�QR�HIIHFW�DQG�WKH�FRQWUROOLQJ�DXWKRULWLHV
FRQWLQXH�WR�SURILW�IURP�WKH�LOOLFLW�WUDGH��WKH�LQWHUQDWLRQDO�FRPPXQLW\�KDV�JURZQ�UHVLVWDQW�WR�VXSSRUWLQJ
DOWHUQDWLYH�GHYHORSPHQW�SURMHFWV�LQ�$IJKDQLVWDQ��$V�D�UHVXOW��81'&3�KDV�LQVXIILFLHQW�GRQRU�VXSSRUW
IRU�LWV�$IJKDQLVWDQ�DOWHUQDWLYH�GHYHORSPHQW�SURJUDPV�DQG�LV�FORVLQJ�WKHP�GRZQ��7KH�8�6��FRQWLQXHV�WR
VXSSRUW�WKH�81'&3
V�DQQXDO�RSLXP�SRSS\�VXUYH\�LQ�$IJKDQLVWDQ�DV�ZHOO�DV�81'&3�FURS�PRQLWRULQJ
SURJUDPV�

/DZ�(QIRUFHPHQW�(IIRUWV��,Q�WKH�DEVHQFH�RI�DQ�HIIHFWLYH�FHQWUDO�JRYHUQPHQW��D�WUDLQHG�DQWLQDUFRWLFV
IRUFH�DQG�DQ�RSHUDWLRQDO�GUXJ�SROLF\�LQ�$IJKDQLVWDQ��WKHUH�LV�YLUWXDOO\�QR�FRXQWHUQDUFRWLFV�ODZ
HQIRUFHPHQW��$IJKDQLVWDQ�GRHV�QRW�KDYH�DQ\�HIIHFWLYH�QDWLRQDO�LQVWLWXWLRQDO�DUUDQJHPHQWV�IRU�WKH
SODQQLQJ�DQG�FRRUGLQDWLRQ�RI�GUXJ�FRQWURO�HIIRUWV��/RFDO�7DOLEDQ�DXWKRULWLHV�FODLPHG�WR�KDYH�VHL]HG�DQG
EXUQHG�����NLORJUDPV�RI�RSLXP�DQG�������NLORJUDPV�RI�FDQQDELV�SXEOLFO\�LQ�4DQGDKDU�LQ�0DUFK�����
EXW�WKLV�KDV�QRW�EHHQ�YHULILHG��7KHUH�ZHUH�QR�LQGHSHQGHQWO\�YHULILDEOH�UHSRUWV�RI�DUUHVW�RU�SURVHFXWLRQ
RI�GUXJ�WUDIILFNHUV�RU�ORFDO�GUXJ�GHDOHUV��,Q�1RYHPEHU��WKH�1DQJDUKDU�7DOLEDQ�DXWKRULWLHV�FODLPHG�WR
KDYH�FORVHG�GRZQ�D�GUXJ�PDUNHW�LQ�WKH�QRWRULRXV�*KDQL�.KHO�ED]DDU�LQ�6KLQZDU�GLVWULFW��7KH�KHDG�RI
WKH�7DOLEDQ
V�$QWL�1DUFRWLFV�&RPPLVVLRQ�FODLPHG�GHVWUXFWLRQ�RI�FDQQDELV�FXOWLYDWLRQ�LQ�/RJDU�DQG
%DONK�SURYLQFHV�LQ�-XQH�DQG�-XO\�������1RQH�RI�WKHVH�UHSRUWV�FRXOG�EH�YHULILHG��6RPH�ORFDO�6KXUDV
�FRXQFLOV�RI�HOGHUV��DUH�UHSRUWHGO\�VXSSRUWLQJ�WKH������SRSS\�EDQ��'XULQJ�2FWREHU�WR�1RYHPEHU������
���IDUPHUV�LQ�1DQJDUKDU�UHSRUWHGO\�ZHUH�GHWDLQHG�IRU�YLRODWLQJ�WKH�EDQ�RQ�VRZLQJ�SRSS\�VHHGV�

$OVR�LQ�1DQJDUKDU��ORFDO�DXWKRULWLHV�UHSRUWHGO\�HUDGLFDWHG�����KHFWDUHV�RI�SRSS\�DORQJ�WKH�7RUNKDP�
'DUXQWD�URDG�LQ�$SULO�������KRZHYHU��LQGHSHQGHQW�REVHUYHUV�VXJJHVW�WKH�DUHD�HUDGLFDWHG�ZDV�IDU
VPDOOHU�WKDQ�UHSRUWHG�DQG�PD\�KDYH�DOUHDG\�EHHQ�KDUYHVWHG��'HVSLWH�WKLV�DQG�RWKHU�7DOLEDQ�SURPLVHV�WR
GHVWUR\�KHURLQ�ODERUDWRULHV��RSHQ�QDUFRWLFV�UHILQLQJ�LV�IORXULVKLQJ�

$JUHHPHQWV�DQG�7UHDWLHV��$IJKDQ�JRYHUQPHQWV�KDYH�VLJQHG�D�QXPEHU�RI�LQWHUQDWLRQDO�FRQYHQWLRQV�



DQG�PDGH�VSHFLILF�FRPPLWPHQWV�FRQFHUQLQJ�WKH�FXOWLYDWLRQ��WUDIILFNLQJ�DQG�DEXVH�RI�LOOLFLW�GUXJV�LQ
$IJKDQLVWDQ��$IJKDQLVWDQ�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��WKH������81�&RQYHQWLRQ�RQ
3V\FKRWURSLF�6XEVWDQFHV��DQG�WKH������6LQJOH�&RQYHQWLRQ��7KHUH�LV�QR�HYLGHQFH�RI�FRPSOLDQFH�ZLWK
DQ\�RI�WKHVH�DJUHHPHQWV��$IJKDQLVWDQ�DOVR�VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO�2UJDQL]HG
&ULPH�LQ�'HFHPEHU�������

&XOWLYDWLRQ�DQG�3URGXFWLRQ��$IJKDQLVWDQ�LV�WKH�ZRUOG
V�ODUJHVW�SURGXFHU�RI�RSLXP�DQG�D�PDMRU
SURGXFHU�RI�FDQQDELV��$Q�HVWLPDWHG�������PHWULF�WRQV��07��RI�RSLXP�JXP�ZDV�SURGXFHG�LQ������
3RSS\�FXOWLYDWLRQ�DQG�RSLXP�SURGXFWLRQ�LQFUHDVHG����DQG����SHUFHQW�UHVSHFWLYHO\��VSXUUHG�E\�KLJK
RSLXP�SULFHV�DW�SODQWLQJ��DGHTXDWH�ZDWHU�FRQGLWLRQV�GXULQJ�WKH�SHDN�SRSS\�JURZLQJ�VHDVRQ��DQG�WKH
IDLOXUH�RI�DXWKRULWLHV�WR�RSSRVH�WKH�GHYHORSPHQW�RI�QHZ�DUHDV�IRU�SRSS\�FXOWLYDWLRQ�

$IJKDQLVWDQ
V�DUHD�XQGHU�SRSS\�FXOWLYDWLRQ�KDV�PRUH�WKDQ�TXDGUXSOHG�VLQFH�������2SLXP�SRSS\
FXOWLYDWLRQ�ZDV�IRXQG�LQ����RXW�RI����SURYLQFHV�LQ�������DFFRUGLQJ�WR�WKH�81'&3��+HOPDQG�SURYLQFH
DORQH�DFFRXQWHG�IRU�PRUH�WKDQ�KDOI�RI�WKH�WRWDO�RSLXP�SRSS\�FXOWLYDWLRQ�LQ�$IJKDQLVWDQ�DQG�ZDV
UHVSRQVLEOH�IRU����SHUFHQW�RI�WKH�ZRUOG�LOOLFLW �RSLXP�VXSSO\��%\�86*�HVWLPDWHV��+HOPDQG�SURYLQFH
GRPLQDWHG�FXOWLYDWLRQ�ZLWK��������KD��IROORZHG�E\�1DQJDUKDU�SURYLQFH�ZLWK��������KD�LQ������

$Q�LQIUDVWUXFWXUH�IRU�WKH�SURGXFWLRQ�RI�PRUSKLQH�EDVH�DQG�KHURLQ�KDV�EHHQ�GHYHORSHG�LQ�$IJKDQLVWDQ
LQ�FRQWUDVW�WR�WKH�VLWXDWLRQ�VHYHUDO�\HDUV�DJR�ZKHQ�QHDUO\�DOO�KHURLQ�UHILQLQJ�WRRN�SODFH�RXWVLGH�WKH
FRXQWU\��0RVW�ODERUDWRULHV�UHILQLQJ�RSLXP�LQWR�KHURLQ�RSHUDWH�LQ�1DQJDUKDU�DQG�+HOPDQG�SURYLQFHV�
6RPH�ODERUDWRULHV�DOVR�PD\�EH�ORFDWHG�QHDU�WKH�$IJKDQ�ERUGHUV�RI�&HQWUDO�$VLDQ�FRXQWULHV�

'UXJ�)ORZ�7UDQVLW��2SLXP�WUDGLQJ�LQ�$IJKDQLVWDQ�DQG�6RXWKZHVW�$VLD�LV�ZHOO�RUJDQL]HG�DQG�ZHOO
GHYHORSHG��7UDGHUV�RIIHU�JURZHUV�DGYDQFHV�WR�ILQDQFH�LQSXWV��DQG�WLGH�JURZHUV�RYHU�ZKLOH�WKH�FURS�LV�LQ
WKH�JURXQG��7KH\�YLVLW�KRXVHKROGV�WR�EX\�RSLXP��7KLV�FUHGLW��RU�DGYDQFH�SD\PHQW�RQ�IXWXUH�RSLXP
SURGXFWLRQ�LV�DQ�LQWHJUDO�SDUW�RI�OLYHOLKRRG�VWUDWHJLHV�LQ�SRSS\�SURGXFLQJ�DUHDV�RI�$IJKDQLVWDQ��7KH
UHODWLYHO\�VWDEOH�YDOXH�RI�RSLXP�DQG�LWV�QRQSHULVKDELOLW\�PHDQ�WKDW�LW�DOVR�VHUYHV�DV�DQ�LPSRUWDQW�VRXUFH
RI�VDYLQJV�DQG�LQYHVWPHQW�DPRQJ�WUDGHUV�DQG�FXOWLYDWRUV��7DOLEDQ�DXWKRULWLHV�UHSRUWHGO\�IDFLOLWDWH�WKH
LQWHUQDO�WUDQVLW�DQG�H[SRUW�RI�GUXJV�IRU�WUDIILFNHUV�

$V�PXFK�DV�KDOI�WKH�TXDQWLW\�RI�LOOLFLW�GUXJ�SURGXFHG�LQ�$IJKDQLVWDQ�FRXOG�EH�FRQVXPHG�LQ�$IJKDQLVWDQ
DQG�LWV�QHLJKERUV�,UDQ��3DNLVWDQ��7DMLNLVWDQ��8]EHNLVWDQ��7XUNPHQLVWDQ��DQG�RWKHU�VWDWHV�LQ�&HQWUDO
$VLD�DQG�WKH�3HUVLDQ�*XOI��DFFRUGLQJ�WR�81'&3�HVWLPDWHV��8�6��VHL]XUH�GDWD�VXJJHVW�WKDW�DW�OHDVW�ILYH
SHUFHQW��DSSUR[LPDWHO\�RQH�PHWULF�WRQ��RI�WKH�KHURLQ�LPSRUWHG�LQWR�WKH�8�6��RULJLQDWHV�LQ�$IJKDQLVWDQ�
6PXJJOLQJ�URXWHV�DUH �YDULHG��+LVWRULFDOO\�KHURLQ�KDV�EHHQ�WUDIILFNHG�WR�(XURSH�DQG�1RUWK�$PHULFD
WKURXJK�3DNLVWDQ��,UDQ��DQG�7XUNH\��EXW�VPXJJOLQJ�URXWHV�WKURXJK�WKH�&HQWUDO�$VLDQ�5HSXEOLFV�DUH
SUROLIHUDWLQJ��$IJKDQLVWDQ�SURYLGHV�UDZ�RSLXP�SULPDULO\�IRU�ORFDO�FRQVXPSWLRQ�LQ�3DNLVWDQ��,UDQ��DQG
WKH�3HUVLDQ�*XOI��ZKHUH�WUDIILFNLQJ�RUJDQL]DWLRQV�KDYH�VWURQJ�OLQNV�

2Q�D�UHJLRQDO�EDVLV��81'&3�RSHUDWHV�D�QXPEHU�RI�SURJUDPV�WR�UHGXFH�$IJKDQ�GUXJ�WUDIILFNLQJ�LQ
6RXWKZHVW�$VLD��LQFOXGLQJ�VSHFLILF�ODZ�HQIRUFHPHQW�SURJUDPV�ZLWK�7XUNPHQLVWDQ��8]EHNLVWDQ�
7DMLNLVWDQ��3DNLVWDQ��DQG�,UDQ��7DMLN��,UDQLDQ�DQG�3DNLVWDQL�ODZ�HQIRUFHPHQW�IRUFHV�DUH�HQJDJLQJ�PRUH
IUHTXHQWO\�LQ�DUPHG�FRQIURQWDWLRQV�ZLWK�ZHOO�HTXLSSHG�QDUFRWLFV�WUDIILFNHUV�PRYLQJ�ODUJH�TXDQWLWLHV�RI
GUXJV�DFURVV�WKH�$IJKDQLVWDQ�ERUGHU�

'RPHVWLF�3URJUDPV�'HPDQG�5HGXFWLRQ��'UXJ�DEXVH�LV�ULVLQJ�LQ�$IJKDQLVWDQ��7KH�LQFUHDVH�LQ
RSLXP�DQG�KHURLQ�SURGXFWLRQ�LQHYLWDEO\�KDV�PDGH�PRUH�RI�WKHVH�GUXJV�DYDLODEOH�RQ�WKH�ORFDO�PDUNHW�
GHVSLWH�DQ\�RIILFLDO�DWWHPSWV�WR�SUHYHQW�WKLV�IURP�KDSSHQLQJ�

$FFRUGLQJ�WR�WKH�81'&3��KHURLQ��RSLXP�DQG�KDVKLVK�DUH�WKH�PRVW�FRPPRQO\�DEXVHG�GUXJV��DORQJ�ZLWK
D�ZLGH�YDULHW\�RI�HDVLO\�DYDLODEOH�SKDUPDFHXWLFDO�GUXJV�VXFK�DV�DQDOJHVLFV��K\SQR�VHGDWLYHV�DQG
WUDQTXLOL]HUV��+HURLQ��RSLXP�DQG�RWKHU�QDUFRWLFV�DUH�DOPRVW�H[FOXVLYHO\�LQJHVWHG�RUDOO\�RU�LQKDOHG��DQG
DUH�YHU\�UDUHO\�LQMHFWHG��2I�SDUWLFXODU�FRQFHUQ�LV�RSLXP�DEXVH�DPRQJ�ZRPHQ�DQG�SDVVLYH�RSLXP
H[SRVXUH�RI�YHU\�\RXQJ�FKLOGUHQ��7KLV�\HDU�81'&3�FLWHG�DQHFGRWDO�UHSRUWV�IURP�.DEXO�VXJJHVWLQJ�DQ
�HSLGHPLF��RI�WUDQTXLOL]HU�XVH�DPRQJ�ZRPHQ�

+HURLQ�DGGLFWLRQ�LV�D�UDSLGO\�JURZLQJ�SUREOHP�HVSHFLDOO\�LQ�-DODODEDG��.DEXO��4DQGDKDU��+HUDW�DV�ZHOO
DV�LQ�H[SDWULDWH�$IJKDQ�FRPPXQLWLHV�LQ�UHIXJHH�FDPSV��$�7DOLEDQ�FRXUW�LQ�2FWREHU������LVVXHG�D
GHFLVLRQ�WKDW��DGGLFWV�RI�LOOLFLW�GUXJV�VKRXOG�EH�UHIHUUHG�WR�D�KRVSLWDO�WUHDWPHQW�FHQWHU�WR�UHFHLYH
SURSHU�WUHDWPHQW���1RQHWKHOHVV��WKH�7DOLEDQ�FRQWLQXHV�WR�LQFDUFHUDWH�UDWKHU�WKDQ�WUHDW�GUXJ�DGGLFWV�LQ
$IJKDQLVWDQ��(IIHFWLYH�LQVWLWXWLRQDO�DUUDQJHPHQWV�IRU�WKH�SODQQLQJ�DQG�FRRUGLQDWLRQ�RI�GHPDQG
UHGXFWLRQ�SURJUDPV��LQ�SDUWLFXODU��DUH�QRW�LQ�SODFH�LQ�$IJKDQLVWDQ��.DEXO
V�UHPDLQLQJ�PHQWDO�KRVSLWDO�LV
UHSRUWHGO\�WKH�RQO\�SODFH�LQ�$IJKDQLVWDQ�SURYLGLQJ�OLPLWHG�VSHFLDOL]HG�WUHDWPHQW�IRU�GUXJ�DGGLFWV��7KH
KRVSLWDO�VHHV�DERXW�����SUREOHP�GUXJ�XVHUV�SHU�PRQWK��PRVWO\�KHURLQ�DGGLFWV��6RPH�QRQ�VSHFLDOLVW



KRVSLWDOV�DQG�FOLQLFV�LQ�$IJKDQLVWDQ�SURYLGH�WUHDWPHQW�WR�GUXJ�XVHUV��,Q�%DGDNKVKDQ�SURYLQFH��ZKHUH
EHWZHHQ�WHQ�WR����SHUFHQW�RI�WKH�ORFDO�SRSXODWLRQ�LV�EHOLHYHG�WR�XVH�RSLXP��DW�OHDVW�RQH�1*2�KDV�VHW
XS�GUXJ�WUHDWPHQW�IDFLOLWLHV��EXW�VHFXULW\�FRQFHUQV�KDYH�IRUFHG�WKH�81'&3�WR�FORVH�D�GHPDQG
UHGXFWLRQ�SURJUDP�LQ�%DGDNKVKDQ�

81'&3
V�GUXJ�DZDUHQHVV�SURJUDP�LQ�$IJKDQLVWDQ�LV�OLPLWHG�E\�D�ODFN�RI�UHVRXUFHV��,WV�GUXJ�GHPDQG
UHGXFWLRQ�SURJUDP�IRFXVHV�RQ�WKH�QHHG�IRU�SURYLGLQJ�FRPPXQLW\�EDVHG�GUXJ�WUHDWPHQW�DQG�SUHYHQWLRQ
SURJUDPV��:LWK�WKH�%%&�$IJKDQ�(GXFDWLRQ�3URMHFW��WKH�81'&3
V�'UXJ�'HPDQG�5HGXFWLRQ�3URMHFW
SXEOLVKHG��������SLFWXUH�ERRNV�RQ�WKH�HIIHFW�RI�GUXJV��OHDIOHWV�RQ�WKH�FRQVHTXHQFHV�RI�KHURLQ�DQG
FDQQDELV�XVH��DQG�SRVWHUV�DQG�FDOHQGDUV�ZLWK�DQ�DQWLGUXJ�PHVVDJH��,Q�������81'&3�RUJDQL]HG
FDPSDLJQV�LQ�4DQGDKDU�XVLQJ�WKH�GLVWULFW�VKXUD��FRPPXQLW\�UHSUHVHQWDWLYHV��DQG�ORFDO�UHSUHVHQWDWLYHV�
81'&3�DOVR�WUDLQHG�RYHU�D�KXQGUHG�IHPDOH�FRPPXQLW\�PRELOL]HUV�LQ�GUXJ�DZDUHQHVV��EDVLF�KHDOWK��DQG
VDQLWDWLRQ�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

7KH�8�6��FRQWLQXHV�WR�XUJH�WKH�$IJKDQ�IDFWLRQV�WR�GHPRQVWUDWH�WKDW�WKH\�WDNH�LQWHUQDWLRQDO�GUXJ�FRQWURO�REOLJDWLRQV�VHULRXVO\��86*�RIILFLDOV

KDYH�UHSHDWHGO\�XUJHG�7DOLEDQ�RIILFLDOV�WR�UHVSHFW�DQG�LPSOHPHQW�$IJKDQLVWDQ
V�LQWHUQDWLRQDO�REOLJDWLRQV�RQ�WHUURULVP��QDUFRWLFV��DQG�KXPDQ

ULJKWV��,Q�DGGLWLRQ��WKH�8�6��LQWURGXFHG�DQG�DFWLYHO\�SURPRWHG�WKH�DGRSWLRQ�RI�6HFXULW\�&RXQFLO�UHVROXWLRQ�������ZKLFK�UHTXLUHV�DOO�VWDWHV�WR

SUHYHQW�WKH�VDOH��VXSSO\��RU�WUDQVIHU�E\�WKHLU�QDWLRQDOV�RU�IURP�WKHLU�WHUULWRULHV�RI�DFHWLF�DQK\GULGH�WR�DQ\�SHUVRQ�LQ�WKH�WHUULWRU\�LQ�$IJKDQLVWDQ

XQGHU�7DOLEDQ�FRQWURO��5HJLRQDOO\��WKH�8�6�LV�FRRSHUDWLQJ�ZLWK�WKH�81'&3�DQG�$IJKDQLVWDQ
V�QHLJKERUV�WR�EXLOG�QDWLRQDO�DQG�UHJLRQDO

FDSDFLWLHV�WR�FRXQWHU�WKH�$IJKDQ�GUXJ�WUDGH��7KH�86*�KDV�EHHQ�DFWLYH�LQ�WKH�81�VDQFWLRQHG�6L[�3OXV�7ZR�*URXS��,UDQ��3DNLVWDQ��&KLQD�

7DMLNLVWDQ��8]EHNLVWDQ��DQG�7XUNPHQLVWDQ��SOXV�WKH�8�6��DQG�5XVVLD��LQ�LWV�HIIRUWV�WR�ODXQFK�D�UHJLRQDO�FRXQWHUQDUFRWLFV�LQLWLDWLYH��,Q�0D\

������WKH�86*�VXSSRUWHG�D�81'&3�VSRQVRUHG�7HFKQLFDO�([SHUWV�PHHWLQJ�LQ�9LHQQD�WKDW�EURXJKW�WRJHWKHU�6L[�3OXV�7ZR�PHPEHUV�DQG

GRQRU�FRXQWULHV�WR�GHYHORS�D�EURDG�EDVHG�UHVSRQVH�WR�VLWXDWLRQ�LQ�$IJKDQLVWDQ�DQG�WKH�VXUURXQGLQJ�UHJLRQ��,Q�6HSWHPEHU��ZLWK�WKH�H[FHSWLRQ

RI�7XUNPHQLVWDQ��WKH�6L[�3OXV�7ZR�*URXS�VLJQHG�D�5HJLRQDO�$FWLRQ�3ODQ�WR�FRXQWHU�WKH�$IJKDQ�GUXJ�WUDGH�

7KH�5RDG�$KHDG��3URVSHFWV�IRU�PHDQLQJIXO�SURJUHVV�RQ�GUXJ�FRQWURO�HIIRUWV�LQ�$IJKDQLVWDQ�UHPDLQ�GLP�DV�ORQJ�DV�WKH�FRXQWU\�UHPDLQV�DW

ZDU��1RWKLQJ�LQGLFDWHV�WKDW�HLWKHU�WKH�7DOLEDQ�RU�WKH�1RUWKHUQ�$OOLDQFH�LQWHQG�WR�WDNH�VHULRXV�DFWLRQ�WR�GHVWUR\�KHURLQ�RU�PRUSKLQH�EDVH

ODERUDWRULHV�RU�VWRS�GUXJ�WUDIILFNLQJ��7KH�GHJUHH�RI�LPSOHPHQWDWLRQ�RI�WKH������RSLXP�SRSS\�EDQ�FDQQRW�EH�YHULILHG�XQWLO�PLG�������7R�WKH

H[WHQW�WKDW�SRSS\�FRQWLQXHV�WR�GLVSODFH�ZKHDW�SURGXFWLRQ�LQ�+HOPDQG�DQG�LQ�WKH�FRXQWU\�DV�D�ZKROH��$IJKDQLVWDQ�ZLOO�IDFH�LQFUHDVLQJO\

VHYHUH�IRRG�VKRUWDJHV��7KH�86*�VHHNV�WR�FRQWDLQ�WKH�IORZ�RI�RSLXP�DQG�KHURLQ�IURP�$IJKDQLVWDQ�WKURXJK�D�VWURQJHU�IRFXV�RQ�UHJLRQDO

FRXQWHUQDUFRWLFV�FRRSHUDWLRQ��$V�FRRUGLQDWRU�RI�WKH�6L[�3OXV�7ZR�FRXQWHUQDUFRWLFV�LQLWLDWLYH��WKH�86*�ZLOO�FRQWLQXH�WR�VXSSRUW�DQG�DGYDQFH

WKH�5HJLRQDO�$FWLRQ�3ODQ��7KH�86*�ZLOO�FRQWLQXH�WR�LPSUHVV�XSRQ�DOO�$IJKDQ�IDFWLRQV�WKH�LPSRUWDQFH�RI�XQFRQGLWLRQDO�DQG�YHULILDEOH

FRXQWHUQDUFRWLFV�PHDVXUHV��QRW�PHUHO\�FODLPV�DQG�SXEOLFLW\�PHDVXUHV�

Afghanistan Statistics
(1992-‐‑2000)
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(1) Note: Potential production estimates for 1996-‐‑1999 have been revised upward from previous INCSRs, reflecting improved

methodologies for estimating opium yields. The estimates of land area under poppy cultivation in Afghanistan for those are

unchanged and have not been revised.



Bangladesh

,��6XPPDU\

6XUURXQGHG�E\�PDMRU�GUXJ�SURGXFLQJ�DQG�H[SRUWLQJ�FRXQWULHV��%DQJODGHVK�OLHV�LQ�WKH�PLGGOH�RI�RQH�RI
WKH�ODUJHVW�GUXJ�SURGXFLQJ�UHJLRQV�LQ�WKH�ZRUOG��$OWKRXJK�UXPRUV�SHUVLVW�RI�RSLXP�FXOWLYDWLRQ�LQ�VRPH
DUHDV��%DQJODGHVK�LV�QRW�D�VLJQLILFDQW�SURGXFHU�RI�QDUFRWLFV��+RZHYHU��UHFHQW�VHL]XUHV�RI�6RXWKZHVW
$VLDQ�KHURLQ�HQ�URXWH�WR�%DQJODGHVK�LQGLFDWH�WKDW�WUDIILFNLQJ�RUJDQL]DWLRQV�DUH�XVLQJ�%DQJODGHVK�DV�D
GUXJ�WUDQVLW�URXWH��%DQJODGHVK�LV�DOVR�D�FRQVXPHU�RI�LOOLFLW�GUXJV��/RFDO�ODZ�HQIRUFHPHQW�DJHQFLHV�ODFN
WUDLQLQJ��HTXLSPHQW��DQG�RWKHU�UHVRXUFHV�WR�GHWHFW�DQG�LQWHUGLFW�GUXJ�VKLSPHQWV��DQG�QDUFRWLFV�FRQWURO
HIIRUWV�LQ�%DQJODGHVK�ODFN�FRRUGLQDWLRQ��:LGHVSUHDG�FRUUXSWLRQ�LQ�WKH�SROLFH�DJJUDYDWHV�ODZ
HQIRUFHPHQW�SUREOHPV��%DQJODGHVK�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�

,,��6WDWXV�RI�&RXQWU\

8QFRQILUPHG�UHSRUWV�LQGLFDWH�RSLXP�LV�FXOWLYDWHG�LQ�%DQGDUEDQ�'LVWULFW�QHDU�WKH�%XUPHVH�ERUGHU�
+RZHYHU��WKH�H[WHQW��LI�DQ\��WR�ZKLFK�%DQJODGHVK�SURGXFHV�LOOHJDO�QDUFRWLFV�RU�SUHFXUVRU�FKHPLFDOV�LV
XQNQRZQ��%DQJODGHVK�DXWKRULWLHV�VHL]HG�VL[�NLORJUDPV��NJ��RI�KHURLQ�IURP�-DQXDU\�WKURXJK�6HSWHPEHU
������+RZHYHU��3DNLVWDQL�&XVWRPV�RIILFLDOV�LQ�.DUDFKL�VHL]HG�PRUH�WKDQ����NLORJUDPV�RI�KHURLQ�HQ
URXWH�WR�'KDND�LQ�HLJKW�VHSDUDWH�LQFLGHQWV�GXULQJ�WKLV�VDPH�SHULRG�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��,Q�ODWH�1RYHPEHU��WKH�%DQJODGHVK�*RYHUQPHQW�SDVVHG�D�QHZ�1DUFRWLFV�&RQWURO
$FW��XSGDWLQJ�WKH�ODZ�IRU�WKH�ILUVW�WLPH�VLQFH�������7KLV�QHZ�ODZ�DOORZV�DXWKRULWLHV�WR�IROORZ�D�GUXJ
VKLSPHQW�WKURXJK�WR�LWV�GHVWLQDWLRQ��WKHUHE\�LGHQWLI\LQJ�DOO�WKH�YDULRXV�FKDQQHOV�LQYROYHG��3ULRU�ODZ
UHTXLUHG�DXWKRULWLHV�WR�VHL]H�WKH�GUXJV�LPPHGLDWHO\��7KH�1DUFRWLFV�&RQWURO�$FW�RI������DOVR�LQFOXGHV�D
EDQ�RQ�SUHFXUVRU�FKHPLFDOV�

$FFRPSOLVKPHQWV��,Q�0D\�������%DQJODGHVK�FRPSOHWHG�FRQVWUXFWLRQ�RI�LWV�FHQWUDO�FKHPLFDO
ODERUDWRU\��ZKLFK�LQFOXGHV�VRPH�8�6��SURYLGHG�HTXLSPHQW���GHVLJQHG�WR�DVVLVW�WKH�%DQJODGHVK
'HSDUWPHQW�RI�1DUFRWLFV�&RQWURO�LQ�LGHQWLI\LQJ�DQG�HYDOXDWLQJ�VHL]HG�GUXJV��7KH�ODE�KDV�QRW�\HW
EHFRPH�RSHUDWLRQDO�

/DZ�(QIRUFHPHQW�(IIRUWV��'XULQJ�WKH�SHULRG�IURP�-DQXDU\�WKURXJK�6HSWHPEHU�������ODZ
HQIRUFHPHQW�RIILFLDOV�VHL]HG�VL[�NLORJUDPV�RI�KHURLQ������PHWULF�WRQV�FDQQDELV�DQG���������ERWWOHV�RI
3KHQVLG\O��D�FRXJK�V\UXS�FRQWDLQLQJ�FRGHLQH�ZLGHO\�DEXVHG�LQ�%DQJODGHVK��,Q������ODZ�HQIRUFHPHQW
RIILFHUV�VHL]HG�D�WRWDO�RI����NLORJUDPV�RI�KHURLQ�����RI�ZKLFK�ZHUH�VHL]HG�LQ�D�VLQJOH�UDLG� ������PHWULF
WRQV�RI�FDQQDELV�DQG���������ERWWOHV�RI�3KHQVLG\O��7KH�'HSDUWPHQW�RI�1DUFRWLFV�&RQWURO��'1&�
UHFUXLWHG�WZHQW\�QHZ�RIILFHUV�GLUHFWO\�IURP�WKH�XQLYHUVLW\�DQG�JDYH�WKHP�WKH�UDQN�RI�$VVLVWDQW�'HSXW\
'LUHFWRU��D�UDQN�WKDW�ZRXOG�QRUPDOO\�WDNH�WZHQW\�\HDUV�WR�DFKLHYH�LQ�D�PRYH�GHVLJQHG�WR�OLPLW�WKH
DJHQWV
�YXOQHUDELOLW\�WR�FRUUXSWLRQ��:KLOH�WKH�'1&�GRHV�RIIHU�VRPH�EDVLF�WUDLQLQJ��ERUGHU�JXDUGV�
D LUSRUW�FXVWRPV�RIILFHUV�DQG�SROLFH�RIILFHUV�KDYH�OLWWOH�WUDLQLQJ�LQ�QDUFRWLFV�FRQWURO�

&RUUXSWLRQ��&RUUXSWLRQ�RI�JRYHUQPHQW�RIILFLDOV�DQG�ODZ�HQIRUFHPHQW�SHUVRQQHO�LV�ZLGHVSUHDG�LQ
%DQJODGHVK��/RFDO�SROLFH�RIILFHUV�DQG�JRYHUQPHQW�RIILFLDOV�DVVLVW�LQ�VPXJJOLQJ�JRRGV��LQFOXGLQJ
QDUFRWLFV��&RUUXSWLRQ�FDVHV�DUH�UDUHO\�SURVHFXWHG��DQG�FRUUXSW�RIILFLDOV�DUH�XVXDOO\�QRW�SXQLVKHG�EH\RQG
VXVSHQVLRQ�RU�WHUPLQDW LRQ�RI�JRYHUQPHQW�HPSOR\PHQW�

$VVHW�)RUIHLWXUH��7KH�1DUFRWLFV�&RQWURO�$FW�RI������JUDQWV�WKH�DXWKRULWLHV�WKH�ULJKW�WR�FRQILVFDWH
DVVHWV�WR�FRPEDW�GUXJ�UHODWHG�PRQH\�ODXQGHULQJ�

$JUHHPHQWV�DQG�7UHDWLHV��%DQJODGHVK�LV�D�SDUW\�WR�WKH������'UXJ�&RQYHQWLRQ��%DQJODGHVK�DOVR
H[FKDQJHV�QDUFRWLFV�UHODWHG�LQIRUPDWLRQ�ZLWK�%XUPD��DQG�LW�SUHYLRXVO\�HQWHUHG�LQWR�D�PHPRUDQGXP�RI
XQGHUVWDQGLQJ�RQ�QDUFRWLFV�FRRSHUDWLRQ�ZLWK�,UDQ�

'UXJ�)ORZ�7UDQVLW��)URP�-DQXDU\�WR�6HSWHPEHU�������3DNLVWDQL�&XVWRPV�RIILFLDOV�LQ�.DUDFKL�VHL]HG
PRUH�WKDQ����NLORJUDPV�RI�KHURLQ�HQ�URXWH�E\�DLU�WR�'KDND�LQ�HLJKW�GLIIHUHQW�LQFLGHQWV��2EVWDFOHV�WR
GUXJ�WUDIILFNLQJ�DUH�IHZ��7KH�'HSDUWPHQW�RI�1DUFRWLFV�&RQWURO�KDV�QR�RIILFHUV�SRVWHG�DW�WKH�&KLWWDJRQJ
DLUSRUW��ZKLFK�UHFHLYHV����GDLO\�GRPHVWLF�IOLJKWV�DQG�HLJKW�LQWHUQDWLRQDO�IOLJKWV�SHU�ZHHN ��&XVWRPV
RIILFLDOV�UHFHLYH�QR�WUDLQLQJ�LQ�GHWHFWLQJ�QDUFRWLFV��7KH�'1&�DOVR�GRHV�QRW�FRQGXFW�UDQGRP�VHDUFKHV�RI
FUHZ�PHPEHUV��VKLSV��ERDWV��YHKLFOHV�RU�FRQWDLQHUV�DW�WKH�&KLWWDJRQJ�SRUW��*XDUGV�DORQJ�%DQJODGHVK
V
SRURXV�ERUGHUV�ZLWK�,QGLD�DQG�%XUPD��DV�ZHOO�DV�SRVWDO�RIILFLDOV��UHFHLYH�QR�WUDLQLQJ�LQ�GHWHFWLQJ
QDUFRWLFV��8QFRQILUPHG�UHSRUWV�VXJJHVW�WKDW�QDUFRWLFV�DUH�VKLSSHG�LQ�SDUFHOV��HVSHFLDOO\�IURP�3DNLVWDQ�



'RPHVWLF�3URJUDPV��'HPDQG�5HGXFWLRQ���%DQJODGHVK�KDV�D�ODUJH�SRSXODWLRQ�RI�GUXJ�DEXVHUV��EXW
WKH�DFWXDO�QXPEHU�RI�LOOHJDO�GUXJ�XVHUV�LQ�%DQJODGHVK��YDULRXVO\�HVWLPDWHG�EHWZHHQ���������DQG�RQH
PLOOLRQ��LV�XQNQRZQ��'UXJV�DUH�LQH[SHQVLYH�DQG�UHDGLO\�DYDLODEOH�LQ�FHUWDLQ�DUHDV�RI�WKH�PDMRU�FLWLHV�DQG
LQ�WKH�ERUGHU�DUHDV��7KHUH�DUH�VRPH�RXWSDWLHQW�DQG�VRPH����GD\�GHWR[LILFDWLRQ�FHQWHUV��EXW�WKHLU�ORQJ�
WHUP�VXFFHVV�UDWHV�DUH�QHJOLJLEOH��%DQJODGHVK�KDV�IRXU�ORQJ�WHUP�UHVLGHQWLDO�UHKDELOLWDWLRQ�FHQWHUV��WZR
VWDUWHG�E\�D�&DWKROLF�%URWKHU��DQG�WZR�RWKHUV�MXVW�RSHQHG�LQ������E\�SHRSOH�ZKR�KDG�ZRUNHG�ZLWK
KLP��7KHVH�FHQWHUV�DSSHDU�WR�KDYH�KDG�VRPH�VXFFHVV��7KH�8QLWHG�1DWLRQV�,QWHUQDWLRQDO�'UXJ�&RQWURO
3URJUDP��81'&3��KDG�VRPH�DZDUHQHVV�FDPSDLJQV�HDUO\�LQ�WKH�\HDU��EXW�FORVHG�LWV�RSHUDWLRQ�LQ�-XQH
�����

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

%LODWHUDO�&RRSHUDWLRQ��,Q�-XO\�������WKH�8�6��GHOLYHUHG�DQ�DQDO\WLFDO�EDODQFH��D�WRS�ORDGLQJ�EDODQFH
DQG�D�SRODUL]LQJ�PLFURVFRSH�WR�%DQJODGHVK�IRU�WKH�\HW�WR�EH�RSHQHG�FHQWUDO�FKHPLFDO�ODERUDWRU\�IRU
DQDO\VLV�RI�LOOLFLW�GUXJV��7KH�86*�DOVR�VSRQVRUHG�D�WUDLQLQJ�VHPLQDU�IRU�SROLFH�RIILFHUV�LQ�1HSDO��ZKLFK
%DQJODGHVK�SROLFH�RIILFHUV�DWWHQGHG�

7KH�5RDG�$KHDG��7KH�8�6��LV�VSRQVRULQJ�DQ�DQWLFRUUXSWLRQ�VHPLQDU�LQ�'KDND�LQ�-DQXDU\�������ZKLFK
ZLOO�EH�DWWHQGHG�E\�UHSUHVHQWDWLYHV�IURP�WKH�6RXWK�$VLD�UHJLRQ��7KLV�VHPLQDU�ZLOO�DGGUHVV�DQ�LVVXH�WKDW
SODJXHV�ODZ�HQIRUFHPHQW�HIIRUWV�WKURXJKRXW�6RXWK�$VLD�DQG�XQGHUPLQHV�HIIRUWV�WR�FRQWURO�LOOHJDO
QDUFRWLFV��7KH�8�6��DOVR�LV�FXUUHQWO\�VWXG\LQJ�D�SURSRVDO�WKDW�ZRXOG�KHOS�%DQJODGHVK�GHYHORS�D�PRUH
FRPSUHKHQVLYH�VWUDWHJ\�DJDLQVW�QDUFRWLFV��LPSURYH�WKH�LQYHVWLJDWLYH�DQG�IRUHQVLF�VNLOOV�RI�ODZ
HQIRUFHPHQW��DQG�LQVWLWXWLRQDOL]H�PRGHUQ�ODZ�HQIRUFHPHQW�WHFKQLTXHV�DQG�SUDFWLFHV�LQ�WUDLQLQJ
IDFLOLWLHV�

India

,��6XPPDU\

,QGLD�LV�RQH�RI�WKH�ZRUOG
V�WRS�SURGXFHUV�RI�OLFLW�RSLXP�DQG�LV�WKH�VROH�SURGXFHU�RI�OLFLW�RSLXP�JXP��,W
LV�D�NH\�KHURLQ�WUDQVVKLSPHQW�DUHD�GXH�WR�LWV�ORFDWLRQ�EHWZHHQ�6RXWKHDVW�$VLD�DQG�6RXWKZHVW�$VLD��WKH
WZR�PDLQ�VRXUFHV�RI�LOOLFLWO\�JURZQ�RSLXP��,QGLD�LV�D�PRGHVW��EXW�DSSDUHQWO\�JURZLQJ�SURGXFHU�RI
KHURLQ�IRU�WKH�LQWHUQDWLRQDO�PDUNHW��7KH�JRYHUQPHQW�RI�,QGLD��*2,��FRQWLQXHV�WR�WLJKWHQ�FRQWUROV�WR
FXUWDLO�GLYHUVLRQ�RI�OLFLW�RSLXP��EXW�DQ�XQNQRZQ�\HW�VLJQLILFDQW�TXDQWLW\�RI�OLFLW�RSLXP�ILQGV�LWV�ZD\�WR
LOOLFLW�PDUNHWV��7KHUH�ZDV�D�VLJQLILFDQW�LQFUHDVH�LQ�GLYHUVLRQ�RI�OLFLW�RSLXP�IURP�WKH������FURS��EXW�WKH
�����FURS�VXIIHUHG�PXFK�OHVV�GLYHUVLRQ��$�VPDOO�DPRXQW�RI�LOOHJDO�SRSS\�LV�FXOWLYDWHG�LQ�WKH�IRRWKLOOV�RI
WKH�+LPDOD\DV�DQG�QRUWKHDVWHUQ�,QGLD�

,QGLD�FRQWLQXHV�WR�WLJKWHQ�FRQWUROV�RQ�GLYHUVLRQ�DQG�LQ������DJUHHG�WR�D�MRLQW�OLFLW�RSLXP�SRSS\�VXUYH\
�-/236��DJUHHPHQW�ZLWK�WKH�8�6���D�VLJQLILFDQW�VWHS�LQ�ILJKWLQJ�GLYHUVLRQ��7KH�VXUYH\�ZLOO�SURYLGH�D
ILUPHU�VFLHQWLILF�EDVLV�IRU�PLQLPXP�TXDOLI\LQJ�\LHOGV�IRU�IDUPHUV��,QGLD�DQG�%XUPD�FRQWLQXH�WR
FRRSHUDWH�RQ�GUXJV�UHJLRQDOO\��KROGLQJ�UHJXODU�ZRUNLQJ�OHYHO�PHHWLQJV�RQ�WKH�ERUGHU�RU�SROLF\�OHYHO
PHHWLQJV�LQ�5DQJRRQ�RU�'HOKL��&RRSHUDWLRQ�ZLWK�6UL�/DQND�KDV�EHHQ�OLPLWHG�GHVSLWH�WKH�DSSDUHQW�VXUJH
LQ�KHURLQ�WUDIILFNLQJ�IURP�VRXWKHUQ�,QGLD�WR�6UL�/DQND��,QGLD�3DNLVWDQ�GUXJ�FRQWURO�FRRSHUDWLRQ�KDV
GHFOLQHG�VLQFH�WKH������PLOLWDU\�FRXS�LQ�3DNLVWDQ��EXW�ERUGHU�FRRUGLQDWLRQ�PHHWLQJV�EHWZHHQ�WKH
FRXQWULHV�WKDW�DGGUHVV�VHFXULW\�LVVXHV�LQFOXGLQJ�GUXJ�WUDIILFNLQJ�KDYH�FRQWLQXHG�

*2,�FRQWUROV�UHVWULFW�DFFHVV�WR�DFHWLF�DQK\GULGH��$$���D�FKHPLFDO�XVHG�WR�SURFHVV�RSLXP�LQWR�KHURLQ�
7KH�FKHPLFDOV�Q�DFHW\ODQWKUDQLOOLF�DFLG��HSKHGULQH��DQG�SVHXGRHSKHGULQH�DQG�WKHLU�VDOWV�DUH�DOVR�IXOO\
FRQWUROOHG��7KH�*2,�UHYLHZV�LWV�FKHPLFDO�FRQWUROV�DQQXDOO\�DQG�XSGDWHV�LWV�OLVW�RI��FRQWUROOHG
VXEVWDQFHV��DV�QHFHVVDU\��7KH�8�6��KDV�UHTXHVWHG�WKDW�WKH�*2,�FRQWURO�DOO����FKHPLFDOV�OLVWHG�LQ�WKH
DQQH[�WR�WKH������81�'UXJ�&RQYHQWLRQ��*2,�LV�ZLOOLQJ�WR�FRQVLGHU�FRQWUROV�LI�SURYLGHG�ZLWK
FRPSHOOLQJ�HYLGHQFH�WKDW�OHJDOO\�SURGXFHG�,QGLDQ�FKHPLFDOV��VXFK�DV�SRWDVVLXP�SHUPDQJDQDWH��DUH
EHLQJ�GLYHUWHG�WR�LOOHJDO�GUXJ�SURGXFWLRQ��,QGLD�SDUWLFLSDWHV�LQ�WKH�PXOWLODWHUDO�SRWDVVLXP�SHUPDQJDQDWH
WUDFNLQJ�SURJUDP���2SHUDWLRQ�3XUSOH���DQG�LV�FR�FKDLULQJ�WKH�$$�WUDFNLQJ�SURJUDP���2SHUDWLRQ
7RSD]��

,QGLD�LV�D�SDUW\�WR�WKH������81�6LQJOH�&RQYHQWLRQ�RQ�1DUFRWLFV�'UXJV�DQG�LWV������3URWRFRO��WKH�����
&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV�DQG�WKH������81�'UXJ�&RQYHQWLRQ�EXW�KDV�QRW�\HW�HQDFWHG
PRQH\�ODXQGHULQJ�OHJLVODWLRQ�LQ�OLQH�ZLWK�WKH������81�&RQYHQWLRQ��7KH�,QGLDQ�SDUOLDPHQW�FRQWLQXHV
WR�FRQVLGHU�GUDIW�OHJLVOD WLRQ�WKDW�ZRXOG�H[SOLFLWO\�FULPLQDOL]H�PRQH\�ODXQGHULQJ��LPSRVH�UHSRUWLQJ
UHTXLUHPHQWV�RQ�ILQDQFLDO�LQVWLWXWLRQV�DQG�LQWHUPHGLDULHV��DQG�SURYLGH�IRU�VHL]XUH�DQG�FRQILVFDWLRQ�RI
DVVHWV�UHODWHG�WR�WKH�SURFHHGV�RI�FULPH��7KH�ELOO�KDV�EHHQ�UHIHUUHG�WR�D�VHOHFW�FRPPLWWHH�RI�WKH�XSSHU
KRXVH�RI�,QGLD
V�3DUOLDPHQW��ZKLFK�KDV�PDGH�FHUWDLQ�UHFRPPHQGDWLRQV��7KHVH�DUH�FXUUHQWO\�XQGHU



UHYLHZ�E\�WKH�H[HFXWLYH�EUDQFK�

,,��6WDWXV�RI�&RXQWU\

,QGLD�LV�WKH�ZRUOG
V�ODUJHVW�SURGXFHU�RI�OHJDO�RSLDWHV�IRU�SKDUPDFHXWLFDO�SXUSRVHV�DQG�WKH�RQO\�FRXQWU\
WKDW�VWLOO�SURGXFHV�RSLXP�JXP�UDWKHU�WKDQ�FRQFHQWUDWH�RI�SRSS\�VWUDZ��&36���7KH�&HQWUDO�%XUHDX�RI
1DUFRWLFV��&%1��RYHUVHHV�OLFLW�RSLXP�FXOWLYDWLRQ�LQ�,QGLD�DQG�UHJXODWHV�WKH�H[SRUW�RI�SUHFXUVRU
FKHPLFDOV��2SLXP�SRSS\�LV�JURZQ�OHJDOO\�LQ�WKH�VWDWHV�RI�0DGK\D�3UDGHVK��5DMDVWKDQ��DQG�8WWDU
3UDGHVK��8QGHU�WKH�WHUPV�RI�LQWHUQDWLRQDOO\�DJUHHG�FRYHQDQWV��DQG�WR�PHHW�8�6��FHUWLILFDWLRQ
UHTXLUHPHQWV��,QGLD�LV�UHTXLUHG�WR�PDLQWDLQ�OLFLW�SURGXFWLRQ�RI�RSLXP�DQG�FDUU\�RYHU�VWRFNV�DW�OHYHOV�QR
KLJKHU�WKDQ�WKRVH�FRQVLVWHQW�ZLWK�ZRUOG�GHPDQG��L�H���WR�DYRLG�H[FHVVLYH�SURGXFWLRQ�DQG�VWRFNSLOLQJ
ZKLFK�FRXOG��OHDG��LQWR�LOOLFLW�PDUNHWV��,QGLD�KDV�FRPSOLHG�ZLWK�WKLV�UHTXLUHPHQW��,Q�������WKH�*2,
ZDV�XQDEOH�WR�ILOO�SKDUPDFHXWLFDO�FRPSDQLHV
�GHPDQGV�IRU�RSLXP�EHFDXVH�RI�DQ�LQDFFXUDWH�LQYHQWRU\�RI
RSLXP�VWRFNV��DQG�DW�WKH�HQG�RI�������WKH�FKLHI�FRQWUROOHU�RI�WKH�IDFWRULHV�HVWLPDWHG�RQO\�ILYH�WR�WHQ
PHWULF�WRQV��07��UHPDLQHG�LQ�VWRFN�XQWLO�WKH�QH[W�KDUYHVW��7KLV�VWDJQDWLRQ�FRQWLQXHG�LQ�������EXW�LQ
�����VXIILFLHQW�UDLQV�FRPELQHG�ZLWK�LPSURYHG�SROLFH�HQIRUFHPHQW�DQG�FURS�PDQDJHPHQW�WHFKQLTXHV
SURGXFHG�D�VKDUS�ULVH�LQ�WKH�UHDOL]HG�KDUYHVW�WR�D�UHFRUG�������PHWULF�WRQV��DW����SHUFHQW�VROLG³WKH
UHODWLYHO\��ZHW��RSLXP�FROOHFWHG�E\�IDUPHUV��

8QIRUWXQDWHO\��EDG�ZHDWKHU�GXULQJ�WKH���������SRSS\�JURZLQJ�VHDVRQ�DQG�D�FXOWLYDWRU
V��VWULNH��ZKLFK
GHOD\HG�SODQWLQJ�OHG�WR�D�GLVDVWURXV������RSLXP�KDUYHVW�RI�RQO\�����PHWULF�WRQV��DW����SHUFHQW�VROLG��
7R�IXOILO�GRPHVWLF�DQG�LQWHUQDWLRQDO�GHPDQG�FRPPLWPHQWV�WKH�*2,��FRPSOHWHO\�H[KDXVWHG��LWV�OLFLW
RSLXP�VWRFNSLOH�OHDYLQJ�QR�FDUU\RYHU�VWRFN�IURP�������7KLV�SUHFDULRXV�VLWXDWLRQ�PDGH�DQ�DGHTXDWH
�����KDUYHVW�H[WUHPHO\�LPSRUWDQW�

7R�PHHW�,QGLD
V�VKDUH�RI�DQWLFLSDWHG�ZRUOG�GHPDQG�IRU�OLFLW�RSLXP�LQ������DQG�UHEXLOG�GRPHVWLF
VWRFNSLOHV�WRZDUG�DQ�,QWHUQDWLRQDO�1DUFRWLFV�&RQWURO�%RDUG��,1&%��UHFRPPHQGHG�OHYHO�RI�DERXW����
PHWULF�WRQV�����SHUFHQW�VROLG���WKH�,QGLDQ�JRYHUQPHQW�VHW�D�OLFLW�RSLXP�KDUYHVW�WDUJHW�RI�������PHWULF
WRQV�����SHUFHQW�VROLG��LQ�����������PHWULF�WRQV�IRU�H[SRUW������PHWULF�WRQV�IRU�GRPHVWLF�XVH�DQG����
PHWULF�WRQV�IRU�EXIIHU�VWRFNV���7R�PHHW�WKLV�JRDO��IRU�WKH�WKLUG�FRQVHFXWLYH�\HDU��WKH�*2,�FRQWLQXHG�WR
OLFHQVH�D�KLVWRULFDOO\�ODUJHU�QXPEHU�RI�IDUPHUV�DQG�DQ�LQFUHDVHG�DUHD�IRU�SRSS\�FXOWLYDWLRQ��)RU�WKH
�����RSLXP�KDUYHVW�VHDVRQ��WKH�*2,�OLFHQVHG���������IDUPHUV�WR�FXOWLYDWH�RSLXP�RQ��������KHFWDUHV�

7KH������KDUYHVW�\LHOGHG�������PHWULF�WRQV�DW����SHUFHQW�VROLG��RU�������PHWULF�WRQV�DW����SHUFHQW
VROLG���WKH�KLJKHVW�HYHU�LQ�,QGLDQ�RSLXP�KLVWRU\��7KLV�ZDV�VRPH�����PHWULF�WRQV�KLJKHU�WKDQ�WKH�����
KDUYHVW�RI�����PHWULF�WRQV�IURP�URXJKO\�WKH�VDPH�DPRXQW�RI�FXOWLYDWHG�ODQG�DQG�H[FHHGHG�WKH�*2,
V
WDUJHW�RI�������PHWULF�WRQV��7KRXJK�WKH������DQG������KDUYHVWV�KDG�LGHQWLFDO�ZHDWKHU�FRQGLWLRQV�
HQKDQFHG�HQIRUFHPHQW�GXULQJ�WKH�KDUYHVW�DQG�ZHLJKLQJ�SHULRG�SURPSWHG�IDUPHUV�WR�WXUQ�LQ�KLJKHU
\LHOGV�LQ�������7KH�DYHUDJH�\LHOG�DOVR�VKRZHG�DQ�DSSUHFLDEOH�ULVH��7KH�DYHUDJH�\LHOGV�LQ�0DGK\D
3UDGHVK��5DMDVWKDQ��DQG�8WWDU�3UDGHVK��83��ZHUH�������NLORJUDPV��������NLORJUDPV�DQG������
NLORJUDPV�UHVSHFWLYHO\��7KH�OHYHO�RI�GLYHUVLRQ�IURP�WKH�OLFLW�RSLXP�FURS��ZKLOH�DOZD\V�GLIILFXOW�WR
HVWLPDWH��FOHDUO\�GHFOLQHG�IURP�DQ�DODUPLQJ�OHYHO�LQ�������ZKHQ�XS�WR�����PHWULF�WRQV�RI�RSLXP�JXP
PD\�KDYH�EHHQ�GLYHUWHG�WR�WKH�EODFN�PDUNHW��7KH�VXFFHVV�VHHQ�LQ������DSSHDUV�GXH�LQ�ODUJH�SDUW�WR�WKH
PRUH�DJJUHVVLYH�*2,�GUXJ�FRQWURO�HIIRUWV�GXULQJ�WKH�KDUYHVW�DQG�FROOHFWLRQ�SHULRG�RI�WKH�FURS�

)RU�WKH�FURS�\HDU�������WKH�WRWDO�OLFHQVHG�DUHD�KDV�EHHQ�UHGXFHG�IURP��������KHFWDUHV�WR�������
KHFWDUHV��&XOWLYDWRUV�ZKR�KDG�IDLOHG�WR�DFKLHYH�TXDOLI\LQJ�\LHOGV��DW�OHDVW����NLORJUDPV�SHU�KHFWDUH�LQ
0DGK\D�3UDGHVK�DQG�5DMDVWKDQ��LQ�WKH�SUHYLRXV�\HDU�ZHUH�GH�OLFHQVHG��7KH�*2,�KDV�QRW�OLFHQVHG�DQ\
ILUVW�WLPH�DSSOLFDQWV�IRU������

:KLOH�FULPLQDO�HOHPHQWV�SURGXFH�KHURLQ�IURP�ERWK�GLYHUWHG�OHJDO�RSLXP�DQG�LOOHJDOO\�JURZQ�RSLXP��QR
UHOLDEOH�GDWD�DUH �DYDLODEOH�RQ�WKH�H[WHQW�RI�SURGXFWLRQ��3RSSLHV�DUH�JURZQ�LOOLFLWO\�LQ�WKH�+LPDOD\DQ
IRRWKLOOV�RI�.DVKPLU�DQG�8WWDU�3UDGHVK��DQG�LQ�QRUWKHDVW�,QGLD�QHDU�WKH�%DQJODGHVK�DQG�%XUPHVH
ERUGHUV�LQ�WKH�VWDWHV�RI�0DQLSXU��0L]RUDP��1DJDODQG��DQG�$UXQDFKDO�3UDGHVK��7KH�TXDQWLWLHV�RI�LOOLFLW
SURGXFWLRQ�DSSHDU�UHODWLYHO\�VPDOO��DQG�WKHUH�LV�OLWWOH�FXUUHQW�LQGLFDWLRQ�WKDW�VXFK�RSLDWHV�ILQG�WKHLU�ZD\
LQWR�WKH�H[SRUW�PDUNHW�IRU�WKH�8QLWHG�6WDWHV��+HURLQ�EDVH���EURZQ�VXJDU��KHURLQ��LV�WKH�GRPHVWLF�GUXJ
RI�FKRLFH��,Q�WKH�QRUWKHDVWHUQ�VWDWH�RI�0DQLSXU��LQMHFWDEOH�6RXWKHDVW�$VLDQ�KHURLQ�ZDV�FRPPRQ�D�IHZ
\HDUV�DJR�DQG�QHHGOH�VKDULQJ�VSUHDG�WKH�+,9�YLUXV��%XW�VLQFH�WKH�PLG�����V�WKH�GUXJ�RI�FKRLFH�LQ
QRUWKHDVW�,QGLD�KDV�EHHQ�SUR[\YRQ��D�SDLQNLOOHU�LQ�FDSVXOH�IRUP�WKDW�LV�RSHQHG��WKH�FRQWHQWV�GLVVROYHG
LQ�ZDWHU�DQG�WKHQ�LQMHFWHG��3UR[\YRQ�LV�QRZ�WKH�GUXJ�RI�FKRLFH�DV�LW�FRVWV�DERXW����FHQWV�SHU�GRVH�
FRPSDUHG�WR�D�SULFH�RI����DQG�KLJKHU�IRU�D�GRVH�RI�KHURLQ�

�%URZQ�VXJDU��KHURLQ��RULJLQDWLQJ�LQ�,QGLD��LV�DYDLODEOH�LQ�1HSDO��%DQJODGHVK��6UL�/DQND��DQG�WKH
0DOGLYHV��6LQFH�-DQXDU\�������,QGLDQ�DXWKRULWLHV�KDYH�VHL]HG�PRUH�WKDQ�����NLORJUDPV�RI�UHILQHG
KHURLQ��DW�OHDVW�SDUW�RI�ZKLFK�ZDV�SURGXFHG�LQ�,QGLD��GHVWLQHG�IRU�6UL�/DQND�



,QGLD�SURGXFHV�DFHWLF�DQK\GULGH��$$��IRU�WKH�OHJDO�GRPHVWLF�DQG�LQWHUQDWLRQDO�FKHPLFDO�PDUNHWV�
/RFDOO\��PXFK�RI�WKH�OLFLW�$$�LV�XVHG�E\�WKH�WDQQLQJ�LQGXVWU\��$�VLJQLILFDQW�TXDQWLW\�RI�$$�FRQWLQXHG
WR�EH�GLYHUWHG�WR�KHURLQ�ODERUDWRULHV�WKURXJKRXW�6RXWK�$VLD��EXW�DSSDUHQWO\�DW�OHYHOV�FRQVLGHUDEO\
ORZHU�WKDQ�LQ�SUHYLRXV�\HDUV��7KURXJK�1RYHPEHU������WKH�*2,�KDG�VHL]HG�D�WRWDO�RI�����OLWHUV�RI�$$�
,Q����� �WKH�*2,�LPSRVHG�FRQWUROV�RQ�WKH�SURGXFWLRQ��VDOH��WUDQVSRUWDWLRQ��LPSRUW��DQG�H[SRUW�RI�$$�
7KHVH�FRQWUROV�KDYH�UHGXFHG�WKH�DYDLODELOLW\�RI�WKH�FKHPLFDO�WR�WKH�LOOLFLW�PDUNHW��1HYHUWKHOHVV��LOOLFLW
GLYHUVLRQ�RI�SUHFXUVRU�FKHPLFDOV�IURP�,QGLD�FRQWLQXHV�WR�RFFXU�

,QGLD�LV�DOVR�D�WUDQVLW�URXWH�IRU�LOOLFLW�KHURLQ��KDVKLVK��DQG�PRUSKLQH�EDVH�IURP�$IJKDQLVWDQ��3DNLVWDQ�
%XUPD��DQG�WR�D�OHVVHU�H[WHQW��1HSDO ��7KH�DPRXQW�RI�,QGLDQ�RULJLQ�KHURLQ�RU�RWKHU�GUXJV�WKDW�HQWHUV�WKH
8�6��LV�QRW�EHOLHYHG�WR�EH�VLJQLILFDQW��6RPH�WUDIILFNLQJ�LQ�,QGLDQ�SURGXFHG�PHWKDTXDORQH�WR�VRXWKHUQ
DQG�HDVWHUQ�$IULFD�FRQWLQXHV��EXW�WKLV�WUDGH�PD\�EH�LQ�GHFOLQH�DV�PHWKDTXDORQH�SURGXFWLRQ�LQ�$IULFD
JURZV��&DQQDELV�VPXJJOHG�IURP�1HSDO�LV�PDLQO\�FRQVXPHG�ZLWKLQ�,QGLD��EXW�VRPH�PDNHV�LWV�ZD\�WR
ZHVWHUQ�GHVWLQDWLRQV�

,,,��&RXQWU\�$FWLRQ�$JDLQVW�'UXJV�LQ�����

$PHQGPHQWV�WR�,QGLD
V�1DUFRWLF�'UXJV�DQG�3V\FKRWURSLF�6XEVWDQFHV��1'36��$FW�RI�������VRXJKW�E\
WKH�JRYHUQPHQW�VLQFH�������ZHUH�SDVVHG�E\�WKH�XSSHU�KRXVH�RI�SDUOLDPHQW�EXW�DUH�QRZ�XQGHU
FRQVLGHUDWLRQ�EHIRUH�WKH�/RN�6DEKD��WKH�PDLQ�SDUOLDPHQWDU\�ERG\���7KHVH�DPHQGPHQWV�ZRXOG�����
VWUHDPOLQH�SURYLVLRQV�UHODWLQJ�WR�VHDUFK�DQG�VHL]XUH�E\�HQIRUFHPHQW�RIILFLDOV������FRGLI\�SURYLVLRQV�IRU
WKH�FLYLO�IRUIHLWXUH�RI�WKH�DVVHWV�RI�GUXJ�WUDIILFNHUV������VLPSOLI\�WKH�SURFHGXUHV�IRU�FRQWUROOHG�GHOLYHU\
HQIRUFHPHQW�RSHUDWLRQV������UHIRUP�VHQWHQFLQJ�JXLGHOLQHV�WR�DOORZ�JUHDWHU�GLIIHUHQWLDWLRQ�EHWZHHQ
PLQRU�DQG�VHULRXV�FULPHV�WR�IDFLOLWDWH�FRQYLFWLRQV�RI�RIIHQGHUV������FODULI\�WKH�DSSOLFDWLRQ�RI�EDLO�IRU
VHULRXV�RIIHQGHUV�PRUH�OLNHO\�WR�GLVDSSHDU�EHIRUH�WULDO��DQG�����FORVH�YDULRXV�WHFKQLFDO�ORRSKROHV�WKDW
KLQGHU�WKH�SURVHFXWLRQ�DQG�FRQYLFWLRQ�RI�GUXJ�WUDIILFNHUV�

&KHPLFDO�&RQWUROV��,Q�UHFHQW�\HDUV��WKH�OLVW�RI�VXEVWDQFHV�FRYHUHG�E\�WKH�GUXJ�ODZ�KDV�JURZQ��DQG
FRQWUROV�RQ�SUHFXUVRU�FKHPLFDOV�KDYH�EHHQ�VWUHQJWKHQHG��7R�DOLJQ�,QGLDQ�ODZ�PRUH�FORVHO\�ZLWK
UHFRPPHQGDWLRQV�RI�WKH�81�(FRQRPLF�DQG�6RFLDO�&RXQFLO�DQG�WKH�81�&RPPLVVLRQ�RQ�1DUFRWLF
'UXJV��WKH�*2,�KDV�EURXJKW�DOO�VXEVWDQFHV�LQFOXGHG�LQ�VFKHGXOHV�,,,�DQG�,9�RI�WKH������81
&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV�XQGHU�,QGLDQ�LPSRUW�H[SRUW�FRQWUROV��,Q�DGGLWLRQ��WKH
IROORZLQJ�QHZ�VXEVWDQFHV�KDYH�EHHQ�EURXJKW�XQGHU�FRQWUROV��HWU\SWDPLQH��PHWKFDWKLQRQ��]LSHSURO�
DPLQRUH[��EURWL]RODP��DQG�PHVRFDUE��5HJXODWLRQV�FRYHULQJ�WKH�SUHFXUVRU�FKHPLFDOV�Q�DFHW\O
DQWKUDQLOOLF�DFLG�DQG�$$�KDYH�EHHQ�DPHQGHG�WR�UHTXLUH�VHOOHUV�WR�HVWDEOLVK�WKH�LGHQWLW\�RI�EX\HUV�EHIRUH
VDOHV�DUH�YHWWHG�IRU�DSSURYDO��%HVLGHV�WKHVH�FRQWUROOHG�FKHPLFDOV��H[SRUW�RI�VHYHQ�VXEVWDQFHV��QDPHO\�
DFHWLF�DQK\GULGH��HSKHGULQH��SVHXGRHSKHGULQH���SKHQ\O�SURSDQRQH������PHWK\OHQHGLR[\SKHQ\O�
��SURSDQRQH��PHWK\O�HWK\O�NHWRQH�DQG�SRWDVVLXP�SHUPDQJDQDWH�UHTXLUH�D��QR�REMHFWLRQ�FHUWLILFDWH�
�12&��IURP�WKH�&HQWUDO�%XUHDX�RI�1DUFRWLFV��&%1���,PSRUWV�RI�DFHWLF�DQK\GULGH��HUJRPHWULQH�
HUJRWDPLQH�DQG�KHOLRWURSLQ��SLSHURQDO��UHTXLUH�DQ�12&�IURP�WKH�&%1��7KHVH�DGPLQLVWUDWLYH�FRQWUROV
DUH�QHFHVVDU\�EHFDXVH�HUJRPHWULQH��HUJRWDPLQH�DQG�KHOLRWURSLQ��SLSHURQDO��DUH�LPSRUWHG�LQ�,QGLD�DQG
FRXOG�EH�PLVXVHG�IRU�LOOLFLW�PDQXIDFWXUH�RI�GUXJV�

7KH�*2,�UHYLHZV�LWV�FKHPLFDO�FRQWUROV�DQQXDOO\�DQG�XSGDWHV�LWV�OLVW�RI��FRQWUROOHG�VXEVWDQFHV��DV
QHFHVVDU\��7KH�8�6��KDV�UHTXHVWHG�WKDW�WKH�*2,�FRQWURO�DOO����FKHPLFDOV�OLVWHG�LQ�WKH�DQQH[�WR�WKH
�����81�'UXJ�&RQYHQWLRQ��7KH�*2,�LV�ZLOOLQJ�WR�FRQVLGHU�FRQWUROV�LI�SURYLGHG�ZLWK�FRPSHOOLQJ
HYLGHQFH�WKDW�OHJDOO\�SURGXFHG�,QGLDQ�FKHPLFDOV��VXFK�DV�SRWDVVLXP�SHUPDQJDQDWH��DUH�EHLQJ�GLYHUWHG
WR�LOOHJDO�GUXJ�SURGXFWLRQ�

$FFRPSOLVKPHQWV��,QGLD
V�YDULRXV�DJHQFLHV�LQYROYHG�LQ�GUXJ�FRQWURO�ZRUN��SDUWLFXODUO\�WKH�&%1�DQG
WKH�1DUFRWLFV�&RQWURO�%XUHDX��1&%���FRQWLQXHG�WR�WDNH�VWHSV�WR�FXUE�GUXJ�WUDIILFNLQJ�DQG�DEXVH�LQ
,QGLD�GXULQJ�������:KLOH�&%1�RYHUVHHV�WKH�OLFLW�RSLXP�SURJUDP�DQG�,QGLD
V�FKHPLFDO�LQGXVWU\��WKH
1&%�LV�UHVSRQVLEOH�IRU�FRXQWHUQDUFRWLFV�HIIRUWV�DQG�ODZ�HQIRUFHPHQW�FRRUGLQDWLRQ��(IIRUWV�WR�DGYDQFH
,QGLD
V�FRPPLWPHQW�WR�PHHW�LQWHUQDWLRQDO�GHPDQG�IRU�OLFLW�RSLXP�DQG�WR�FRQWURO�QDUFRWLFV�WUDIILFNLQJ
DUH�QRWHZRUWK\��DV�WKH�IROORZLQJ�H[DPSOHV�LOOXVWUDWH�

)ROORZLQJ�WKH�GLVDVWURXV������OLFLW�RSLXP�KDUYHVW�DQG�GRXEWV�FRQFHUQLQJ�,QGLD
V�DELOLW\�WR�PHHW
LWV�JOREDO�OLFLW�RSLXP�FRPPLWPHQWV��,QGLD�VXEVWDQWLDOO\�LQFUHDVHG�WKH�DUHD�WR�EH�OLFHQVHG�IRU
FXOWLYDWLRQ�WR�DERXW��������KHFWDUHV�DQG�WKH�QXPEHU�RI�OLFHQVHG�FXOWLYDWRUV�WR����������7KH
�����KDUYHVW�RI�����PHWULF�WRQV��DW����SHUFHQW�VROLG��DOORZHG�,QGLD�WR�PHHW�ZRUOG�H[SRUW
UHTXLUHPHQWV�EXW�IDLOHG�WR�UHEXLOG�RSLXP�VWRFNSLOHV�WR�,1&%�UHFRPPHQGHG�OHYHOV��7KH�����
KDUYHVW�RI�������PHWULF�WRQV��DW����SHUFHQW�VROLG��ZDV�VKDUSO\�KLJKHU�WKDQ�WKH������KDUYHVW�DQG
H[FHHGHG�WKH�*2,
V�WDUJHW�RI�������PHWULF�WRQV��7KLV�\LHOG�FDPH�IURP�URXJKO\�WKH�VDPH�DPRXQW
RI�ODQG�XQGHU�FXOWLYDWLRQ�LQ�������$V�WKH������DQG������KDUYHVWV�KDG�YLUWXDOO\�LGHQWLFDO�ZHDWKHU
FRQGLWLRQV�DQG�FDPH�IURP�URXJKO\�WKH�VDPH�DPRXQW�RI�ODQG��WKH�����PHWULF�WRQV�LQFUHDVH�LQ�WKH



FURS�ZRXOG�VHHP�WR�EH�DWWULEXWDEOH�WR�HQKDQFHG�HQIRUFHPHQW�GXULQJ�WKH�KDUYHVW��2QH�PHDVXUH
ZDV�WKDW�WKH�*2,�DXJPHQWHG�&%1�VWDII�E\����RIILFHUV�IURP�FHQWUDO�&XVWRPV�DQG�([FLVH�RQ�D
���GD\�GHWDLO�GXULQJ�WKH�RSLXP�JXP�KDUYHVW��,Q�DGGLWLRQ�WKH�'HSDUWPHQW�RI�6WDWH
V�%XUHDX�RI
,QWHUQDWLRQDO�1DUFRWLFV�DQG�/DZ�(QIRUFHPHQW�$IIDLUV��,1/��SURYLGHG����PRWRUF\FOHV�WR�&%1�LQ
������JLYLQJ�LQYHVWLJDWRUV�JUHDWHU�PRELO LW\�WR�LQVSHFW�RSLXP�ILHOGV�GXULQJ�WKH������JURZLQJ
VHDVRQ�DQG�KDUYHVW��$Q�DGGLWLRQDO�XQH[SHFWHG����PRWRUF\FOHV�ZHUH�SURYLGHG�WR�WKH�&%1�E\�WKH
*2,�LQ������

7KH�JRYHUQPHQW�SHULRGLFDOO\�UDLVHV�WKH�RIILFLDO�SULFH�SDLG�WR�IDUPHUV�WR�LQFUHDVH�LQFHQWLYHV�WR�OLFLW
FXOWLYDWRUV�IRU�GHFODULQJ�DQG�VHOOLQJ�WR�WKH�JRYHUQPHQW�DOO�OLFLWO\�JURZQ�RSLXP��7KLV�SULFH�UDLVH�LV
UHODWHG�WR�WKH�H[SRUW�SULFH�WKH�8�6��DQG�RWKHU�FRXQWULHV�DUH�ZLOOLQJ�WR�RIIHU�LQ�WKH�LQWHUQDWLRQDO�PDUNHW
IRU�,QGLDQ�RSLXP��7KH�*2,�KDV�EHHQ�LQFUHDVLQJ�WKH�SURFXUHPHQW�SULFH�RI�OLFLW�RSLXP�E\����WR���
SHUFHQW�DQQXDOO\�LQ�WKH�ODVW�WKUHH�\HDUV��)RU�WKH�FURS�\HDU�������WKH�SULFH�VFKHGXOH��RSLXP�\LHOG�SHU
KHFWDUH�DQG�SULFH�SHU�NLORJUDP�DW����SHUFHQW�VROLG��ZDV�

8S�WR����NLORJUDPV�KHFWDUH��KD�³,QGLDQ�5XSHHV��5V��������8�6�������

0RUH�WKDQ����NLORJUDPV�KD�DQG�XS�WR����NLORJUDPV�KD³5V�������8�6������

0RUH�WKDQ����NLORJUDPV�KD�DQG�XS�WR����NLORJUDPV�KD³5V�������8�6������

0RUH�WKDQ����NLORJUDPV�KD�DQG�XS�WR����NLORJUDPV�KD³5V��������8�6������

0RUH�WKDQ����NLORJUDPV�KD�DQG�XS�WR�����NLORJUDPV�KD³5V��������8�6������

0RUH�WKDQ�����NLORJUDPV�KD³5V��������8�6������

7KLV�JUDGXDWHG�VFDOH�RI�SD\PHQW�WR�OLFHQVHG�IDUPHUV�LV�GHVLJQHG�WR�HQFRXUDJH�JUHDWHU
SURGXFWLYLW\�DQG�SUHYHQW�GLYHUVLRQ�WR�WKH�EODFN�PDUNHW��ZKHUH�RSLXP�FDQ�IHWFK�SULFHV�DV�PXFK
DV����WLPHV�KLJKHU�WKDQ�WKH�EDVH�JRYHUQPHQW�SULFH�RI�5V������SHU�NLORJUDP��7KH�*2,�KDV
GHFLGHG�QRW�WR�UDLVH�WKH�SURFXUHPHQW�SULFH�IRU�WKH�FURS�\HDU������

/LFLW�RSLXP�GLYHUVLRQ�FRQWUROV�LQWURGXFHG�LQ������KDYH�EHHQ�FRQWLQXHG�LQ������WR�LQFOXGH�UH�
VXUYH\V�RI�SORWV�DIWHU�WKH�SODQWHG�FURS�UHDFKHV�D�SDUWLFXODU�VWDJH�RI�JURZWK�WR�HQVXUH�WKDW�WKH
DUHD�XQGHU�FXOWLYDWLRQ�PDWFKHV�WKDW�OLFHQVHG��&XOWLYDWLRQ�PRUH�WKDQ�ILYH�SHUFHQW�DERYH�WKH
OLFHQVHG�DPRXQW�LV�GHVWUR\HG��DQG�WKH�FXOWLYDWRU�LV�OLDEOH�WR�SURVHFXWLRQ��&RQWUROV�GXULQJ�WKH
SRSS\�ODQFLQJ�SHULRG�DW�KDUYHVW�KDYH�DOVR�EHHQ�VWUHQJWKHQHG��7R�LQFUHDVH�FRQWURO�RYHU�OLFLW
RSLXP�SURGXFWLRQ��RIIHQVHV�UHODWLQJ�WR�FXOWLYDWLRQ�DQG�HPEH]]OHPHQW�RI�RSLXP�E\�OLFHQVHG
FXOWLYDWRUV�FRQWLQXH�RQ�SDU�ZLWK�WKH�RWKHU�WUDIILFNLQJ�RIIHQVHV��&RQYLFWLRQV�FDQ�UHVXOW�LQ�WHQ�WR
���\HDUV�LPSULVRQPHQW�DQG�ILQHV�XS�WR�86'�������

7KH�*2,�KDV�FRQWLQXHG�D�V\VWHPDWLF�SURJUDP�WR�FRPEDW�LOOLFLW�RSLXP�FXOWLYDWLRQ��HVSHFLDOO\�LQ
WKH�QRUWK�RI�,QGLD��E\�FRPELQLQJ�UHPRWH�VHQVLQJ�LQIRUPDWLRQ�ZLWK�UDLGV�DQG�WKH�GHVWUXFWLRQ�RI
LOOLFLW�FURSV�DV�ZHOO�DV�FURS�VXEVWLWXWLRQ�SURJUDPV��,QGLDQ�DXWKRULWLHV�DUH�DOVR�VWXG\LQJ�WKH
IHDVLELOLW\�RI�HVWDEOLVKLQJ�D�FRQWLQXRXV�DHULDO�VDWHOOLWH�EDVHG�V\VWHP�IRU�PRQLWRULQJ�RI�OLFLW�DQG
LOOLFLW�RSLXP�FXOWLYDWLRQ�QDWLRQZLGH��6PDOO�VFDOH�LOOLFLW�FXOWLYDWLRQ�RI�RSLXP�KDV�H[LVWHG�IRU�\HDUV
LQ�DUHDV�RI�,QGLD
V�QRUWKHDVW��XVXDOO\�DORQJ�WKH�UHJLRQ
V�ERUGHU�ZLWK�%XUPD�DQG�&KLQD��&XOWLYDWLRQ
LQ�HDVLO\�DFFHVVLEOH�DUHDV�RI�0L]RUDP��0DQLSXU��DQG�1DJDODQG�ZDV�VXFFHVVIXOO\�HOLPLQDWHG�LQ�WKH
HDUO\�DQG�PLG���V��DFFRUGLQJ�WR�&%1�RIILFLDOV��7KH�EXON�RI�,QGLD
V�LOOLFLW�FXOWLYDWLRQ�LV�QRZ
FRQILQHG�WR�$UXQDFKDO�3UDGHVK��WKH�PRVW�UHPRWH�RI�QRUWKHDVWHUQ�VWDWHV��ZLWK�QR�DLUILHOGV�DQG�IHZ
URDGV�

7KH�&%1�EHJDQ�RUJDQL]HG�SRSS\�HUDGLFDWLRQ�FDPSDLJQV�LQ�$UXQDFKDO�3UDGHVK�IRXU�\HDUV�DJR��,Q
WKH�ILUVW�FDPSDLJQ��WKH������RSLXP�FURS��&%1�GHVWUR\HG����KHFWDUHV��7KLV�LQFUHDVHG�WR���
KHFWDUHV�LQ�������DQG�����KHFWDUHV�LQ�������,Q�����������KHFWDUHV�ZHUH�GHVWUR\HG��,Q�RUGHU�WR
VWDII�WKH�IRUFH�RI����QHFHVVDU\�IRU�WKH�DQQXDO�HUDGLFDWLRQ�FDPSDLJQV��WKH�&%1�RIILFH�RI�WHQ�LV
DVVLVWHG�E\�QDWLRQDO�FXVWRPV�RIILFHUV�IURP�WKURXJKRXW�WKH�QRUWKHDVW��7KH�0LQLVWU\�RI�)LQDQFH�KDV
SURYLGHG�&%1�ZLWK�IXQGV�IRU�IXHO��FDPSLQJ�JHDU�DQG�VWLSHQGV�IRU�WKLV�IRUFH��$FFRUGLQJ�WR
YHWHUDQV�RI�SDVW�HUDGLFDWLRQ�HIIRUWV��PRVW�RI�WKH�LOOLFLW�RSLXP�LV�JURZQ�WR�PHHW�FRQVXPSWLRQ
QHHGV�RI�ORFDO�DGGLFWV��D�VL]HDEOH�SRSXODWLRQ��&%1��KRZHYHU��LV�FRQFHUQHG�WKDW�SURGXFWLRQ�LV
ULVLQJ��ZLWK�DQ�LQFUHDVLQJ�SHUFHQWDJH�IRU�FRPPHUFLDO�SXUSRVHV��IRU�ORFDO�VDOH�RU�WR�KHURLQ
SURGXFHUV�DFURVV�WKH�%XUPD�ERUGHU��&XUUHQW�URXJK�HVWLPDWHV�E\�WKH�ORFDO�GUXJ�FRQWURO�RIILFLDOV
SXW�RSLXP�FXOWLYDWLRQ�LQ�$UXQDFKDO�3UDGHVK�DW�������WR�������KHFWDUHV��:LWK�IXQGLQJ�IURP�WKH
81'&3�DQG�WKH�81�'HYHORSPHQW�3URJUDP��81'3���&%1�ZLOO�EHJLQ�D�WZR�PRQWK�VXUYH\�LQ
1RYHPEHU�WR�JHW�D�PRUH�SUHFLVH�ILJXUH�RQ�SURGXFWLRQ��EHIRUH�VWDUWLQJ�WKH�DQQXDO�HUDGLFDWLRQ
FDPSDLJQ��(VWLPDWHV�RI�RSLXP�JXP�\LHOGV�DUH�QRQH[LVWHQW��EXW�&%1�RIILFLDOV�EHOLHYH�WKDW�WKH



LOOLFLW�SURGXFWLRQ�LQ�$UXQDFKDO�3UDGHVK�\LHOGV�DW�OHDVW�WHQ�NLORJUDPV�SHU�KHFWDUH�

,1/�KDV�UHFHQWO\�IXQGHG�WKH�SXUFKDVH�RI�SRUWDEOH�PRZLQJ�GHYLFHV�WR�DVVLVW�&%1�VWDII�ZLWK�WKH
DQQXDO�LOOLFLW�RSLXP�HUDGLFDWLRQ�FDPSDLJQ�LQ�$UXQDFKDO�3UDGHVK�

,QGLD�SDUWLFLSDWHV�LQ�WKH�PXOWLODWHUDO�SRWDVVLXP�SHUPDQJDQDWH�WUDFNLQJ�SURJUDP���2SHUDWLRQ
3XUSOH���DQG�,QGLD
V�1DUFRWLFV�&RPPLVVLRQHU�LV�FR�FKDLULQJ�WKH�$$�WUDFNLQJ�SURJUDP�
�2SHUDWLRQ�7RSD]���VFKHGXOHG�WR�EHJLQ�0DUFK����������7KH�1&%�UHSRUWV�WKDW�FRRSHUDWLRQ�IURP
LQGXVWU\�LQ�FRQWUROOLQJ�WKH�DYDLODELOLW\�RI�SUHFXUVRU�FKHPLFDOV�FRQWLQXHV�WR�EH�VWURQJ��$�VHULHV�RI
PHHWLQJV�E\�1&%�ZLWK�WKH�LQGXVWU\�LQ������SURGXFHG�D�YROXQWDU\�FRGH�RI�FRQGXFW�DPRQJ�ILUPV
WKDW�LV�DLGLQJ�WKH�HQIRUFHPHQW�HIIRUW��1&%�VD\V�WKDW�VHL]XUHV�RI�VKLSPHQWV�RI�LOOHJDO�SUHFXUVRU
FKHPLFDOV�UHPDLQHG�ORZ�LQ�������DSSDUHQWO\�EHFDXVH�RI�WKH�UHGXFHG�LOOHJDO�VXSSOLHV�DYDLODEOH�
3ULFHV�RI�SUHFXUVRU�FKHPLFDOV�KDYH�ULVHQ�

,QGLDQ�DXWKRULWLHV�FRQWLQXHG�WR�ZRUN�FORVHO\�ZLWK�WKH�GUXJ�HQIRUFHPHQW�DJHQFLHV�RI�RWKHU
FRXQWULHV��,Q�)HEUXDU\������FRRSHUDWLRQ�EHWZHHQ�,QGLDQ�DXWKRULWLHV�DQG�WKH�8QLWHG�.LQJGRP
&XVWRPV�6HUYLFH�OHG�WR�WKH�DUUHVW�LQ�0XPEDL�RI�DQ�DOOHJHG�GUXJ�WUDIILFNHU�DQG�WKH�VHL]XUH�RI�VL[
NLORJUDPV�RI�,QGLDQ�SURGXFHG�KHURLQ�IRXQG�LQ�KLV�SRVVHVVLRQ�DQG�ERXQG�IRU�WKH�8QLWHG
.LQJGRP�

7R�GHFUHDVH�WKH�EDFNORJ�RI�FDVH��WKH�*2,�ZRUNV�ZLWK�VSHFLDO�VWDWH�FRXUWV�IRU�QDUFRWLFV�PDWWHUV�
ZKLFK�DUH����SHUFHQW�IXQGHG�E\�WKH�IHGHUDO�JRYHUQPHQW��)HGHUDO�QDUFRWLFV�HQIRUFHPHQW�RIILFLDOV
PHHW�TXDUWHUO\�ZLWK�WKHLU�VWDWH�JRYHUQPHQW�FRXQWHUSDUWV�WR�VKDUH�LQIRUPDWLRQ�DQG�SURYLGH
WUDLQLQJ��DQG�IHGHUDO�HIIRUWV�KDYH�VSXUUHG�WKH�IRUPDWLRQ�RI�VSHFLDOL]HG�QDUFRWLFV�XQLWV�LQ�VWDWH�DQG
PHWURSROLWDQ�SROLFH�DJHQFLHV��7KH�1&%��DV�WKH�*2,
V��QRGDO��DJHQF\�IRU�GUXJ�FRQWURO�HIIRUWV�
KDV�RUJDQL]HG�VHYHUDO�QDWLRQZLGH�RU�UHJLRQDO�FRRUGLQDWLRQ�PHHWLQJV��,Q�$XJXVW��WKH�1&%
RUJDQL]HG�WKH�ILUVW�FRQIHUHQFH�WR�GLVFXVV�ZLWK�VWDWH�JRYHUQPHQWV�LQ�WKH�QRUWKHDVW�FRRUGLQDWLRQ�RI
GUXJ�FRQWURO�HIIRUWV�LQ�WKH�UHJLRQ�

,Q�������,QGLD�KRVWHG�WKH���WK�PHHWLQJ�RI�WKH�81�6XEFRPPLVVLRQ�RQ�,OOLFLW�'UXJ�7UDIILF�LQ�WKH
1HDU�DQG�0LGGOH�(DVW��ZKLFK�SURGXFHG�WKH��/XFNQRZ�$FFRUG��RQ�SUHFXUVRU�FKHPLFDO�FRQWURO�
7KH�1&%�DOVR�ZRUNHG�ZLWK�WKH�81'&3�RQ�VWXGLHV�RQ�GUXJ�GHPDQG�UHGXFWLRQ�DQG�SUHFXUVRU
FKHPLFDO�FRQWURO�LQ�6RXWK�$VLD��7R�OHDUQ�PRUH�DERXW�,QGLD
V�RZQ�GUXJ�SUREOHP��WKH�0LQLVWU\�RI
6RFLDO�-XVWLFH�DQG�(PSRZHUPHQW�DQG�WKH�81'&3�KDYH�HPEDUNHG�RQ�D�FRPSUHKHQVLYH�VXUYH\�RI
QDUFRWLFV�DGGLFWLRQ�QDWLRQZLGH��7KH�ILUVW�UHVXOWV�RI�WKH�VXUYH\��LQLWLDOO\�H[SHFWHG�LQ�HDUO\������
DUH�VWLOO�DZDLWHG��8QGHU�WKH��6FKHPH�IRU�3URKLELWLRQ�DQG�'UXJ�$EXVH�3UHYHQWLRQ��EHJXQ�LQ
������WKH�*2,�IXQGV����SHUFHQW�RI�WKH�FRVWV�RI�����1*2V�LQ�PDLQWDLQLQJ�����GUXJ�WUHDWPHQW
FHQWHUV�QDWLRQZLGH��7KH�*2,�LV�DOVR�ZRUNLQJ�ZLWK�WKH�,/2�DQG�WKH�81'&3�WR�LPSOHPHQW
FRPPXQLW\�EDVHG�UHKDELOLWDWLRQ�DQG�ZRUNSODFH�SUHYHQWLRQ�SURJUDPV��'HVSLWH�QHZ�LQLWLDWLYHV�
ERWK�WKH�&%1�DQG�WKH�1&%�FRQWLQXH�WR�IDFH�ILQDQFLDO�FRQVWUDLQWV�LQ�FRQGXFWLQJ�D�VWURQJ
FRXQWHUQDUFRWLFV�SURJUDP�

,QGLD�DOVR�SDUWLFLSDWHV�LQ�ELODWHUDO�HIIRUWV�WR�FRXQWHU�QDUFRWLFV�WUDIILFNLQJ��8QGHU�WKH�DXVSLFHV�RI
WKH�81�DQG�ZLWK�8�6��HQFRXUDJHPHQW��PHHWLQJV�EHWZHHQ�FRXQWHUQDUFRWLFV�RIILFLDOV�RI�,QGLD�DQG
3DNLVWDQ�ZKLFK�EHJDQ�LQ������KDYH�FRQWLQXHG��3HULRGLF�PHHWLQJV�DOVR�WDNH�SODFH�ZLWK�%XUPHVH
RIILFLDOV�DORQJ�WKH�ERUGHU��PRVW�UHFHQWO\�LQ�1RYHPEHU�������WR�H[FKDQJH�QDUFRWLFV�LQIRUPDWLRQ
DQG�FRRUGLQDWH�HQIRUFHPHQW�RSHUDWLRQV�RQ�HLWKHU�VLGH�RI�WKH�,QGR�%XUPD�ERUGHU��,QGLD�DQG�6UL
/DQND�KDYH�KHOG��RSHUDWLRQDO�OHYHO�WDONV��VLQFH������DQG�FRQWLQXH�WR�GR�VR�WR�FRRUGLQDWH
FRXQWHUQDUFRWLFV�HIIRUWV��,QGLD�DOVR�PDLQWDLQV�FORVH�OLDLVRQ�ZLWK�RWKHU�6RXWK�$VLDQ�FRXQWULHV
WKURXJK�WKH�6RXWK�$VLDQ�$VVRFLDWLRQ�IRU�5HJLRQDO�&RRSHUDWLRQ��6$$5&��GUXJ�RIIHQVHV
PRQLWRULQJ�GHVN�LQ�&RORPER�WKDW�IDFLOLWDWHV�FROOHFWLRQ�RI�GDWD�RQ�GUXJ�VHL]XUHV�LQ�6$$5&
FRXQWULHV��,QGLD�KDV�HQWHUHG�LQWR�ELODWHUDO�DJUHHPHQW�ZLWK����FRXQWULHV�IRU�VKDULQJ�RI�VWUDWHJLF
DQG�RSHUDWLRQDO�LQWHOOLJHQFH�DQG�KROGV�UHJXODU�PHHWLQJV�DW�YDULRXV�OHYHOV�ZLWK�GUXJ�HQIRUFHPHQW
RUJDQL]DWLRQV�

/DZ�(QIRUFHPHQW�(IIRUWV��0RUH�IRFXVHG�*2,�HIIRUWV�DUH�UHVXOWLQJ�LQ�LQFUHDVHG�VHL]XUHV�DQG�IHZHU
DUUHVWV��,Q������DQ�HVWLPDWHG�������NLORJUDPV�KHURLQ�ZHUH�VHL]HG��XS����SHUFHQW�IURP����������
NLORJUDPV��DQG����SHUFHQW�RYHU�����������NLORJUDPV���2SLXP�VHL]XUHV�WRWDOHG�������NLORJUDPV��XS
IURP�������NLORJUDPV�LQ������DQG�������NLORJUDPV�LQ�������RFFXUULQJ�PRVWO\�LQ�WKH�SRSS\�JURZLQJ
DUHDV��+DVKLVK�VHL]XUHV�WRWDOHG�������NLORJUDPV��YHUVXV�������LQ�������DQG�PRUSKLQH�WRWDOHG���
NLORJUDPV��YHUVXV����NLORJUDPV�LQ��������7KURXJK�1RYHPEHU�������������SHUVRQV�ZHUH�FRQYLFWHG�IRU
GUXJ�WUDIILFNLQJ�

,QGLD�/DZ�(QIRUFHPHQW�6WDWLVWLFV������������



 ���� ���� ���� ���� ����

3URVHFXWHG ����� ������ ������ ������ ������

&RQYLFWHG ����� ����� ����� ����� �����

$FTXLWWHG ����� ����� ����� ����� �����

'HWHUPLQLQJ�WKH�JHRJUDSKLF�RULJLQ�RI�KHURLQ�VHL]HG�LQ�,QGLD�LV�RIWHQ�QRW�SRVVLEOH�ZLWK�FXUUHQW�IRUHQVLF
FDSDELOLWLHV��1HYHUWKHOHVV��WKH�*2,�ZDV�DEOH�WR�GHWHUPLQH�WKDW�DW�OHDVW�����NLORJUDPV�RI�KHURLQ����
SHUFHQW��FDPH�IURP�$IJKDQLVWDQ�RU�3DNLVWDQ��7KH�SHUFHQWDJH�RI�KHURLQ�ORFDOO\�SURGXFHG�ZLWKLQ�,QGLD
DSSHDUV�WR�EH�JURZLQJ�DQG�VHHPV�ERXQG�IRU�WKH�LQWHUQDWLRQDO�PDUNHW��2YHU�����NLORJUDPV�RI�KHURLQ
ZHUH�VHL]HG�HLWKHU�ERXQG�IRU�6UL�/DQND�RU�VHL]HG�LQ�6UL�/DQND�DQG�GHWHUPLQHG�WR�KDYH�RULJLQDWHG�LQ
,QGLD�

&RUUXSWLRQ��$OOHJDWLRQV�RI�FRUUXSWLRQ�DPRQJ�ODZ�HQIRUFHPHQW�SHUVRQQHO�DQG�HOHFWHG�SROLWLFLDQV
FRQWLQXH�WR�EH�DLUHG�LQ�WKH�,QGLDQ�PHGLD��7KH�86*�UHFHLYHV�UHSRUWV�RI�QDUFRWLFV�UHODWHG�FRUUXSWLRQ��EXW
ODFNV�PHDQV�WR�DVVHVV�WKH�RYHUDOO�VFRSH�RI�GUXJ�FRUUXSWLRQ�LQ�,QGLD��%RWK�WKH�&%1�DQG�WKH�1&%�KDYH
SHULRGLFDOO\�WDNHQ�VWHSV�WR�SXQLVK�FRUUXSW�RIILFLDOV�ZLWKLQ�WKHLU�UDQNV��7KH�&%1�IUHTXHQWO\�WUDQVIHUV
RIILFLDOV�LQ�NH\�GUXJ�SURGXFLQJ�DUHDV�DQG�KDV�LQFUHDVHG�WKH�WUDQVSDUHQF\�RI�SD\LQJ�OLFHQVHG�RSLXP
IDUPHUV�WR�SUHYHQW�FRUUXSWLRQ�

$JUHHPHQWV�DQG�7UHDWLHV��,QGLD�LV�D�SDUW\�WKH����� �81�6LQJOH�&RQYHQWLRQ�RQ�1DUFRWLF�'UXJV�DQG
LWV������3URWRFRO��WKH������81�&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV�DQG�WKH������81�'UXJ
&RQYHQWLRQ��,QGLD�PHHWV�PRVW�RI�WKH�UHTXLUHPHQWV�RI�WKH�WKUHH�81�GUXJ�FRQYHQWLRQV�WR�ZKLFK�LW�LV�D
SDUW\�WKURXJK�WKH�1'36�$FW�RI�������WKRXJK�,QGLD�KDV�\HW�WR�PHHW�WKH�PRQH\�ODXQGHULQJ�UHTXLUHPHQW
RI�WKH������81�'UXJ�&RQYHQWLRQ��$�QHZ�H[WUDGLWLRQ�WUHDW\�EHWZHHQ�WKH�8�6� �DQG�,QGLD�HQWHUHG�LQWR
IRUFH�-XO\�����������UHSODFLQJ�UHOLDQFH�RQ�WKH������8�6��8.�([WUDGLWLRQ�7UHDW\�

&XOWLYDWLRQ�DQG�3URGXFWLRQ��7KH������FURS�ZDV�FXOWLYDWHG�E\���������OLFHQVHG�IDUPHUV�RQ�������
KHFWDUHV�LQ�5DMDVWKDQ��0DGK\D�3UDGHVK��DQG�8WWDU�3UDGHVK��/LFHQVHG�IDUPHUV�DUH�DOORZHG�WR�FXOWLYDWH�D
PD[LPXP�RI����DUHV��RQH�ILIWK�RI�D�KHFWDUH��RI�RSLXP�SRSS\��8SRQ�FRPSOHWLRQ�RI�WKH�KDUYHVW�VHDVRQ�LQ
0DUFK�$SULO��OLFHQVHG�IDUPHUV�LQ�5DMDVWKDQ�DQG�0DGK\D�3UDGHVK�ZHUH�H[SHFWHG�WR�UHPLW�WR�&%1
�UHVSRQVLEOH�IRU�FRQWUROOLQJ�DQG�FROOHFWLQJ�,QGLD
V�OLFLW�RSLXP�JXP�SURGXFWLRQ��DW�OHDVW����NLORJUDPV�RI
RSLXP�JXP�SHU�KHFWDUH�RI�FXOWLYDWLRQ�DW�D����SHUFHQW�VROLG�FRQVLVWHQF\��/LFHQVHG�IDUPHUV�LQ�8WWDU
3UDGHVK�ZHUH�HDFK�H[SHFWHG�WR�VXEPLW����NLORJUDPV�RI�RSLXP�JXP�SHU�KHFWDUH��7KH�*2,
V�0LQLVWU\�RI
)LQDQFH�HDFK�\HDU�DQQRXQFHV�WKHVH��PLQLPXP�TXDOLI\LQJ�\LHOGV��DW�WKH�EHJLQQLQJ�RI�WKH�RSLXP
FXOWLYDWLRQ�VHDVRQ�LQ�6HSWHPEHU�RU�2FWREHU��DQG�WKH\�DUH�EDVHG�RQ�KLVWRULFDO�\LHOG�OHYHOV�IURP�OLFHQVHG
IDUPHUV�GXULQJ�SUHYLRXV�FURSV�

,QGLD�SURGXFHV�RSLXP�E\�WUDGLWLRQDO�PHWKRGV��H[WUDFWLQJ�WKH�RSLXP�JXP�E\�KDQG�E\�ODQFLQJ�WKH
FDSVXOHV��,QGLD
V�OLFLW�RSLXP�JXP�LV�KLJK�LQ�PRUSKLQH�FRQWHQW�DQG�KDV�RWKHU�DONDORLGV�VXFK�DV�WKHEDLQH
QRZ�IDYRUHG�E\�LQWHUQDWLRQDO�QDUFRWLFV�UDZ�PDWHULDOV�LPSRUWHUV��2WKHU�OHJDO�SURGXFHUV�RI�RSLXP
DONDORLGV��VXFK�DV�7XUNH\��)UDQFH�DQG�$XVWUDOLD��SURGXFH�FRQFHQWUDWH�RI�SRSS\�VWUDZ��&36���KDUYHVWLQJ
XQODQFHG�SRSS\�FDSVXOHV�DQG�XVLQJ�D�FKHPLFDO�H[WUDFWLRQ�SURFHVV�

,QGLD
V�WUDGLWLRQDO�VW\OH�RI�KDUYHVWLQJ�RSLXP�JXP�KDV�DQ�LQKHUHQW�ZHDNQHVV�LQ�FRQWUROOLQJ�GLYHUVLRQ�
(DFK�\HDU�RYHU�D�PLOOLRQ�IDUPHUV�DQG�IDUP�ZRUNHUV�FRPH�LQWR�FRQWDFW�ZLWK�WKH�SRSS\�SODQWV�DQG�WKHLU
OXFUDWLYH�JXP��&ORVHO\�SROLFLQJ�WKHVH�IDUPHUV�RSHUDWLQJ�RQ�SULYDWHO\�KHOG�ODQG�VFDWWHUHG�WKURXJKRXW
WKUHH�RI�,QGLD
V�ODUJHVW�VWDWHV�LV�D�FRQVLGHUDEOH�FKDOOHQJH�IRU�WKH�&%1��7KH�*2,�UHFHQWO\�H[SORUHG�WKH
SRVVLELOLW\�RI�FRQYHUWLQJ�WR�WKH�PRUH�VRSKLVWLFDWHG�&36�KDUYHVWLQJ�PHWKRG�WR�FXUWDLO�OLFLW�RSLXP
GLYHUVLRQ�EXW�WKHUH�DUH�QR�FXUUHQW�SODQV�WR�PDNH�WKLV�H[SHQVLYH�WUDQVIRUPDWLRQ�

7KRXJK�QR�UHOLDEOH�HVWLPDWH�RI�GLYHUVLRQ�IURP�,QGLD
V�OLFLW�RSLXP�LQGXVWU\�H[LVWV��REVHUYHUV�DQG�GUXJ
HQIRUFHPHQW�RIILFLDOV�KDYH�HVWLPDWHG�GLYHUVLRQ�DW�WHQ�WR����SHUFHQW�RI�WKH�FURS��7KHUH�ZDV
LQWHUQDWLRQDO�FRQFHUQ�WKDW�GLYHUVLRQ�LQ������ZDV�DW�UHFRUG�OHYHOV�EXW�PRVW�REVHUYHUV�EHOLHYH�WKDW
GLYHUVLRQ�ZDV�JUHDWO\�FXUWDLOHG�LQ�������$�WHQ�SHUFHQW�UDWH�RI�GLYHUVLRQ�ZRXOG�SXW�VRPH�����WRQV�RI
RSLXP�JXP�LQWR�WKH�LOOLFLW�QDUFRWLFV�PDUNHW�DQG�PDNH�,QGLD�WKH�ZRUOG
V�IRXUWK��DIWHU�$IJKDQLVWDQ�
%XUPD��DQG�/DRV��ODUJHVW�SURGXFHU�RI�LOOHJDO�RSLDWHV�



*2,�KHURLQ�VHL]XUHV�GDWD�GXULQJ������PD\�SRLQW�WR�LQFUHDVHG�LOOHJDO�SURGXFWLRQ�RI�KHURLQ�ZLWKLQ�,QGLD
IURP�RSLXP�JXP�GLYHUWHG�IURP�WKH�OLFLW�ILHOGV��6RPH�KHURLQ�ORFDOO\�SURGXFHG�IURP�GLYHUWHG�RSLXP�JXP
ZDV�ERXQG�IRU�WKH�LQWHUQDWLRQDO�PDUNHW��LQFOXGLQJ�WKH�8QLWHG�.LQJGRP�DQG�6UL�/DQND�

'UXJ�)ORZ�7UDQVLW��,QGLD�LV�D�WUDQVLW�DUHD�IRU�KHURLQ�IURP�$IJKDQLVWDQ�DQG�3DNLVWDQ�DQG�IURP
6RXWKHDVW�$VLD��%XUPD��7KDLODQG��DQG�/DRV���6HL]XUHV�RI�KHURLQ�PDGH�LQ�,QGLD�IURP�WKHVH�WZR�UHJLRQV
FRQWLQXH�WR�SURYLGH�HYLGHQFH�RI�,QGLD
V�WUDQVVKLSPHQW�UROH��0RVW�KHURLQ�WUDQVLWLQJ�,QGLD�DSSHDUV�ERXQG
IRU�(XURSH��6HL]XUHV�RI�KHURLQ�PDGH�DW�1HZ�'HOKL�DQG�0XPEDL�DLUSRUWV�UHLQIRUFH�WKLV�DVVHVVPHQW�
7KHUH�DSSHDUV�WR�EH�QR�VLJQLILFDQW�OHYHO�RI�KHURLQ�WUDIILFNLQJ�GLUHFWO\�WR�WKH�8QLWHG�6WDWHV�IURP�,QGLD�

'HPDQG�5HGXFWLRQ��5HOLDEOH�HVWLPDWHV�RI�GUXJ�DEXVH�LQ�,QGLD�DUH�HOXVLYH��*2,�DQG�81�VRXUFHV
FRQWLQXH�WR�FLWH�D�UDQJH�RI�RQH�WR�ILYH�PLOOLRQ�RSLXP�XVHUV�DQG�RQH�PLOOLRQ�KHURLQ�DGGLFWV��WKRXJK�VRPH
1*2
V�ZRUNLQJ�RQ�GUXJ�DEXVH�EHOLHYH�WKH�WUXH�QXPEHU�RI�KHURLQ�DGGLFWV�LV�PXFK�KLJKHU��$QHFGRWDO
UHSRUWV�IURP�NH\�GUXJ�DEXVH��KRW�VSRWV��LQ�QRUWKHDVW�,QGLD�DQG�XUEDQ�FHQWHUV�VXJJHVW�WKDW�KHURLQ�DEXVH
LV�LQFUHDVLQJ�

,Q�������WKH�81'&3�DQG�WKH�0LQLVWU\�RI�6RFLDO�-XVWLFH�DQQRXQFHG�SODQV�WR�FRQGXFW�D�MRLQW�VXUYH\�RI
GUXJ�DEXVH�QDWLRQZLGH��EXW�WKLV�VXUYH\�LV�QRZ�H[SHFWHG�LQ�������7KH�81'&3�LQ������HPEDUNHG�RQ
WZR�GHPDQG�UHGXFWLRQ�SURMHFWV�LQ�,QGLD��2QH�WDUJHWV�QRUWKHDVWHUQ�,QGLD�ZKHUH�GUXJ�DEXVH�UDWHV�DQG
GUXJ�UHODWHG�+,9�$,'6�FDVHV�DUH�WKH�KLJKHVW�LQ�,QGLD��$�ODFN�RI�LQWHUQDWLRQDO�GRQRU�IXQGLQJ�IRU�WKHVH
SURMHFWV��KRZHYHU��KDV�SRVWSRQHG�WKHLU�IXOO�LPSOHPHQWDWLRQ�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

3ROLF\�,QLWLDWLYHV��7KH�*2,�WRRN�D�QXPEHU�RI�VWHSV�LQ������WR�LPSURYH�LWV�DQWLGUXJ�SROLFLHV�DQG
SURJUDPV��7KH�*2,�DGGHG�HSKHGULQH��D�PHWKDPSKHWDPLQH�SUHFXUVRU��WR�WKH�OLVW�RI�FRQWUROOHG
FKHPLFDOV�XQGHU�LWV�1DUFRWLF�'UXJV�DQG�3V\FKRWURSLF�6XEVWDQFHV��1'36��$FW�DQG�LQFUHDVHG�&%1
UHVRXUFHV�WR�ILJKW�WKH�GLYHUVLRQ�RI�OLFLW�RSLXP�DQG�OLFLW O\�SURGXFHG�FKHPLFDOV��,Q�'HFHPEHU�������WKH
*2,�SODFHG�DQ�DPHQGPHQW�WR�WKH�1'36�$FW�EHIRUH�SDUOLDPHQW�WR�JUDQW�MXGJHV�JUHDWHU�IOH[LELOLW\�LQ
VHQWHQFLQJ�GUXJ�YLRODWLRQV�

%LODWHUDO�&RRSHUDWLRQ��7KH�8�6��DQG�,QGLD�H[SDQGHG�GUXJ�FRQWURO�FRRSHUDWLRQ�LQ�������ZLWK�VHYHUDO
QHZ�LQLWLDWLYHV�ODXQFKHG��$JUHHPHQW�ZDV�UHDFKHG�WR�FRQGXFW�D�8�6��,QGLD�MRLQW�VXUYH\�RI�OLFLW�RSLXP
\LHOGV��ZKLFK�ZLOO�EHJLQ�GXULQJ�WKH������RSLXP�FURS�VHDVRQ��,1/�FRPPRGLWLHV�DQG�WUDLQLQJ�DVVLVWDQFH
WR�,QGLDQ�GUXJ�HQIRUFHPHQW�DJHQFLHV�LQFUHDVHG��ZLWK�D����������SURMHFW�VLJQHG�ZLWK�WKH�0LQLVWU\�RI
)LQDQFH�LQ�6HSWHPEHU�������7KLV�SDFNDJH�RI�DVVLVWDQFH�ZLOO�ERRVW�WKH�GUXJ�HQIRUFHPHQW�FDSDFLWLHV�RI
YDULRXV�,QGLDQ�DJHQFLHV��SURYLGLQJ�HTXLSPHQW�WR�WKH����1&%�XQLWV�RSHUDWLQJ�WKURXJKRXW�,QGLD�DQG�WR
WKH�0L]RUDP�VWDWH�JRYHUQPHQW�WR�FRXQWHU�GUXJ�DQG�FKHPLFDO�WUDIILFNLQJ�DFURVV�WKDW�VWDWH
V�ERUGHU�ZLWK
%XUPD��&RRSHUDWLRQ�EHWZHHQ�WKH�'($�DQG�,QGLDQ�GUXJ�HQIRUFHPHQW�DXWKRULWLHV�LV�H[SDQGLQJ�
SDUWLFXODUO\�LQ�LQYHVWLJDWLRQV�LQWR�SUHFXUVRU�FKHPLFDOV�VPXJJOHG�IURP�,QGLD�WR�NH\�GUXJ�SURGXFWLRQ
DUHDV�

7KH�5RDG�$KHDG��7KH�*2,�KDV�WLJKWHQHG�FRQWUROV�RYHU�OLFLW�RSLXP�FXOWLYDWLRQ�DQG�ORRNV�WR�LQFUHDVHG
86*�FRRSHUDWLRQ�IRU�FRPEDWLQJ�GUXJ�WUDIILFNLQJ�DQG�QDUFRWHUURULVP��7KH�0LQLVWU\�RI�)LQDQFH��WKH�*2,
OHDG�IRU�SROLF\�RQ�GUXJ�FRQWURO��LV�PRUH�DFWLYHO\�VKDSLQJ�DQG�FRRUGLQDWLQJ�GUXJ�FRQWURO�VWUDWHJLHV�DPRQJ
,QGLD
V�YDULRXV�GUXJ�HQIRUFHPHQW�DJHQFLHV�DQG�ZLOO�FRQWLQXH�WR�EH�WKH�8�6�
�IRFDO�SRLQW�IRU�FRRSHUDWLYH
DQWLGUXJ�HIIRUWV��7KH�*2,�LV�LQFUHDVLQJO\�FRQFHUQHG�RYHU�WKH�QH[XV�EHWZHHQ�GUXJ�WUDIILFNLQJ�DQG
WHUURULVP��7KH�*2,�KDV�UHFRJQL]HG�WKH�QHHG�IRU�VWURQJHU�GUXJ�FRQWURO�HIIRUWV�QDWLRQDOO\�EXW�LQ�WKH
QRUWKHDVW�LQ�SDUWLFXODU��7KH�8�6��ZLOO�FRQWLQXH�WR�H[SORUH�RSSRUWXQLWLHV�WR�ZRUN�ZLWK�WKH�*2,�LQ
DGGUHVVLQJ�GUXJ�WUDIILFNLQJ�DQG�SURGXFWLRQ�DQG�RWKHU�WUDQVQDWLRQDO�FULPHV�RI�FRPPRQ�FRQFHUQ�

The Maldives

7KH�5HSXEOLF�RI�0DOGLYHV�FRQVLVWV�RI�������LVODQGV�LQ�WKH�,QGLDQ�2FHDQ�ZLWK�D�FRPSDUDWLYHO\�VPDOO�
EXW�JURZLQJ��GUXJ�SUREOHP��7KH�IDFW�WKDW�FKLOGUHQ�XQGHU����FRQVWLWXWH����SHUFHQW�RI�WKH�SRSXODWLRQ
PDNHV�SROLFH�DQG�81�RIILFLDOV�ZDU\�RI�WKH�KLJK�JURZWK�SRWHQWLDO�IRU�GUXJ�DEXVH�LQ�WKH�FRXQWU\��3ROLFH�
KRZHYHU��WKLQN�WKH\�FDQ�VWLOO�FRQWURO�WKH�VDOH�RI�GUXJV�RQ�WKH�VWUHHWV�RI�WKH�FDSLWDO��0DOH
��3ROLFH
RIILFLDOV�EHOLHYH�WKH�FRXQWU\
V��������IRUHLJQ�ZRUNHUV��PDLQO\�,QGLDQV�DQG�6UL�/DQNDQV�ZKR�ZRUN�LQ�WKH
FRXQWU\
V�UHVRUWV��FRQGXFW�PRVW�RI�WKH�WUDIILFNLQJ��7KH�8�6��KDV�UHFHLYHG�UHSRUWV�IURP�LQIRUPHG
REVHUYHUV�ZKR�QRWH�WKDW�DQ�HSLGHPLF�RI�KHURLQ�DEXVH��LQ�WKH�IRUP�RI�EURZQ�VXJDU��D�UHODWLYHO\
XQUHILQHG�YHUVLRQ�RI�KHURLQ�VXLWDEOH�IRU�VPRNLQJ��QRW�LQMHFWLRQ��E\�0DOGLYLDQ�\RXWK�PD\�EH�XQGHU�ZD\
LQ�WKH�0DOGLYHV�

2IILFLDOV�IHDU�WKDW�WKH�0DOGLYHV�PLJKW�EHFRPH�D�WUDQVVKLSPHQW�SRLQW�IRU�GUXJ�VPXJJOHUV��0RVW�GUXJV
FRPH�LQWR�DQG�WKURXJK�WKH�FRXQWU\�E\�VKLS��EXW�WKH�FXVWRPV�VHUYLFH�DQG�SROLFH�ILQG�LW�LPSRVVLEOH�WR



VHDUFK�DOO�VKLSV�DGHTXDWHO\��7KH�JRYHUQPHQW�KDV�GLVFXVVHG�XVLQJ�GUXJ�VQLIILQJ�GRJV�WR�KHOS�VHDUFK
YHVVHOV��EXW�VWURQJ�FXOWXUDO�UHVLVWDQFH�WR�GRJV�DQG�RSSRVLWLRQ�LQ�SDUW�RYHU�TXHVWLRQV�RI�FRVW
HIIHFWLYHQHVV��SUHYHQW�WKH�SURMHFW
V�LPSOHPHQWDWLRQ�

7KH�*RYHUQPHQW�RI�WKH�5HSXEOLF�RI�WKH�0DOGLYHV��*250���DVVLVWHG�E\���������LQ�86*�IXQGLQJ�
EHJDQ�WR�FRPSXWHUL]H�LWV�LPPLJUDWLRQ�UHFRUG�NHHSLQJ�V\VWHP�LQ������LQ�DQ�DWWHPSW��DPRQJ�RWKHU
WKLQJV��WR�WUDFN�WKH�PRYHPHQWV�RI�VXVSHFWHG�GUXJ�WUDIILFNHUV��7KH�8�6��SURYLGHG�DQRWKHU��������
EHWZHHQ������DQG������WR�WKH�*250�WR�H[SDQG�WKLV�FRPSXWHU�V\VWHP�ZLWK�DGGLWLRQDO�FRPSXWHUV�DQG
PLFURZDYH�QHWZRUNLQJ�WHFKQRORJ\�

,Q�1RYHPEHU������WKH�*250�HVWDEOLVKHG�D�1DUFRWLFV�&RQWURO�%RDUG��1&%��XQGHU�WKH�([HFXWLYH
2IILFH�RI�WKH�3UHVLGHQW��7KH�%RDUG
V�ILUVW�FRPPLVVLRQHU��D�OLHXWHQDQW�FRORQHO��KDV�FRQFXUUHQW�GXWLHV�DV
'HSXW\�&RPPLVVLRQHU�RI�WKH�0DOGLYLDQ�1DWLRQDO�6HFXULW\�6HUYLFH�

7KH�1&%�FRRUGLQDWHV�GUXJ�LQWHUGLFWLRQ�DFWLYLWLHV��RYHUVHHV�UHKDELOLWDWLRQ�RI�DGGLFWV��DQG�FRRUGLQDWHV
DFWLRQV�RI�1*2V�DQG�LQGLYLGXDOV�HQJDJHG�LQ�FRXQWHUQDUFRWLFV�DFWLYLWLHV��,Q������WKH�*250�DOVR
HVWDEOLVKHG�WKH�FRXQWU\
V�ILUVW�GUXJ�UHKDELOLWDWLRQ�FHQWHU�ZLWK�VSDFH�IRU�VHYHUDO�GR]HQ�FOLHQWV��7KH
JRYHUQPHQW�ODXQFKHG�D�QDWLRQDO�DQWLGUXJ�SURJUDP�LQ������DQG�VHQW�WHDPV�WR�LQFUHDVH�GUXJ�DZDUHQHVV
DQG�DVVLVW�ZLWK�GUXJ�GHWHFWLRQ�WR����RI�WKH����DWROOV��7KH�,WDOLDQ�JRYHUQPHQW�GRQDWHG�IXQGV�LQ������IRU
GUXJ�UHKDELOLWDWLRQ�WUDLQLQJ�

7KH�5HSXEOLF�RI�WKH�0DOGLYHV�KDV�QR�H[WUDGLWLRQ�WUHDW\�ZLWK�WKH�8QLWHG�6WDWHV��,Q�������KRZHYHU��WKH
0DOGLYHV�FRRSHUDWHG�ZLWK�WKH�8�6��LQ�UHQGHULQJ�D�1LJHULDQ�QDWLRQDO�WR�WKH�8�6��WR�IDFH�QDUFRWLFV
WUDIILFNLQJ�FKDUJHV��7KH�*250�KDV�VLJQHG�WKH������81�'UXJ�&RQYHQWLRQ��DOWKRXJK�WKH�FRXQWU\
V
OHJLVODWXUH�KDV�QRW�UDWLILHG�WKH�&RQYHQWLRQ��7KH�6RXWK�$VLDQ�$VVRFLDWLRQ�IRU�5HJLRQDO�&RRSHUDWLRQ
�6$$5&��&RQYHQWLRQ�RQ�1DUFRWLF�'UXJV�FDPH�LQWR�IRUFH�LQ�WKH�0DOGLYHV�LQ�������7KH�'UXJ�$FWLRQ
3URJUDP�RI�WKH�&RORPER�3ODQ�KDV�FRQGXFWHG�WUDLQLQJ�IRU�0DOGLYHV�SULVRQ�DXWKRULWLHV�DQG�RWKHU
LQWHUHVWHG�RIILFLDOV�LQ�FRQWUROOLQJ�DEXVH�RI�QDUFRWLFV�DPRQJ�SULVRQ�LQPDWHV��1R�HYLGHQFH�H[LVWV�RI
QDUFRWLFV�UHODWHG�FRUUXSWLRQ�LQ�WKH�0DOGLYHV�

,Q�������WKH�81'&3�GRQDWHG�FRPSXWHUV�WR�WKH�1&%�WR�DVVLVW�HIIRUWV�WR�FRQWURO�SUHFXUVRU�FKHPLFDOV�
$OWKRXJK�VRPH�LQ�WKH�0DOGLYHV�KRSH�WR�HVWDEOLVK�WKH�FRXQWU\�DV�DQ�RIIVKRUH�ILQDQFLDO�FHQWHU��LWV
DQWLTXDWHG�EDQNLQJ�ODZV�DQG�UHJXODWLRQV�DQG�FXUUHQF\�FRQWUROV�SUHVHQW�FKDOOHQJHV��1R�ODZV�VSHFLILFDOO\
DGGUHVV�PRQH\�ODXQGHULQJ�RU�VHL]XUH�RI�DVVHWV�

Nepal

,��6XPPDU\

1HSDO�LV�QHLWKHU�D�VLJQLILFDQW�SURGXFHU�RI�QRU�D�PDMRU�WUDQVLW�URXWH�IRU�QDUFRWLF�GUXJV��$OWKRXJK
FXVWRPV�DQG�ERUGHU�FRQWUROV�UHPDLQ�ZHDN��LQWHUQDWLRQDO�FRRSHUDWLRQ�KDV�UHVXOWHG�LQ�LQFUHDVHG
QDUFRWLFV�UHODWHG�LQGLFWPHQWV�LQ�1HSDO�DQG�DEURDG��1HSDO
V�1DUFRWLFV�'UXJ�&RQWURO�/DZ�(QIRUFHPHQW
8QLW��1'&/(8��KDV�HQKDQFHG�ERWK�WKH�FRXQWU\
V�HQIRUFHPHQW�FDSDFLW\�DQG�H[SHUWLVH��1HSDO�KDV
GUDIWHG�ELOOV�RQ�PRQH\�ODXQGHULQJ�DQG�PXWXDO�OHJDO�DVVLVWDQFH��EXW�WKH\�KDYH�QRW�\HW�EHHQ�HQDFWHG�DV
ODZ��1HSDO�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�

,,��6WDWXV�RI�&RXQWU\

+HURLQ�IURP�6RXWKZHVW�DQG�6RXWKHDVW�$VLD�LV�VPXJJOHG�LQWR�1HSDO�DFURVV�WKH�RSHQ�ERUGHU�ZLWK�,QGLD
DQG�WKURXJK�.DWKPDQGX
V�LQWHUQDWLRQDO�DLUSRUW��/RFDO�XVH�RI�UHILQHG��EURZQ��QR����KHURLQ�LV�ULVLQJ�
5HSRUWHGO\��FRQVLGHUDEOH�FDQQDELV�LV�SURGXFHG�LQ�1HSDO�IRU�WKH�,QGLD�PDUNHW��$EXVH�RI�ORFDOO\�JURZQ
DQG�ZLOG�FDQQDELV�DQG�KDVKLVK��PDUNHWHG�LQ�IUHHODQFH�RSHUDWLRQV��LV�ZLGHVSUHDG��7KHUH�LV�DOVR�GRPHVWLF
DEXVH�RI�OLFLW��FRGHLQH�EDVHG�PHGLFLQHV��1HSDO�LV�QRW�D�VLJQLILFDQW�PRQH\�ODXQGHULQJ�FRXQWU\��,W�LV�QRW�D
SURGXFHU�RI�FKHPLFDO�SUHFXUVRUV�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�,Q�����

3ROLF\�,QLWLDWLYHV��1HSDO
V�EDVLF�GUXJ�ODZ�LV�WKH�1DUFRWLF�'UXJV��&RQWURO��$FW���������������8QGHU�WKLV
ODZ��WKH�FXOWLYDWLRQ��SURGXFWLRQ��SUHSDUDWLRQ��PDQXIDFWXUH��H[SRUW��LPSRUW��SXUFKDVH��SRVVHVVLRQ��VDOH
RU�FRQVXPSWLRQ�RI�PRVW�FRPPRQO\�DEXVHG�GUXJV�LV�LOOHJDO��7KH�1DUFRWLFV�&RQWURO�$FW��DPHQGHG�ODVW�LQ
������FRQIRUPV�LQ�SDUW�WR�WKH�6LQJOH�&RQYHQWLRQ�DQG�WKH������3URWRFRO�E\�DGGUHVVLQJ�QDUFRWLFV
SURGXFWLRQ��PDQXIDFWXUH��VDOHV��LPSRUW��DQG�H[SRUW��1HSDO�KDV�GHYHORSHG��LQ�DVVRFLDWLRQ�ZLWK�WKH
8QLWHG�1DWLRQV�,QWHUQDWLRQDO�'UXJ�&RQWURO�3URJUDP��81'&3��D�PDVWHU�SODQ�IRU�GUXJ�DEXVH�FRQWURO�
1HSDO�GLG�QRW�UHFHLYH�DQ\�81'&3�IXQGLQJ�IRU�WKH�SURJUDP�LQ������



/HJLVODWLYH�DFWLRQ�RQ�PRQH\�ODXQGHULQJ��PXWXDO�OHJDO�DVVLVWDQFH��DQG�ZLWQHVV�SURWHFWLRQ�UHPDLQHG
VWDOOHG�LQ�������7KH�JRYHUQPHQW�KDV�QRW�VXEPLWWHG�VFKHGXOHG�DPHQGPHQWV�WR�LWV�FXVWRPV�DFW�WR
FRQWURO�SUHFXUVRU�FKHPLFDOV��/HJLVODWLRQ�RQ�DVVHW�VHL]XUHV�RU�FULPLQDO�FRQVSLUDF\�KDV�QRW�\HW�EHHQ
GUDIWHG�

$FFRPSOLVKPHQWV��7KH�*RYHUQPHQW�RI�1HSDO��*21��LV�DFWLYH�LQ�UHJLRQDO�FRRUGLQDWLRQ�RI
DQWLQDUFRWLFV�HIIRUWV�DQG�DFWLYHO\�FRRSHUDWHG�LQ�LQWHUQDWLRQDO�HIIRUWV�WR�LGHQWLI\�DQG�DUUHVW�WUDIILFNHUV�
&RRSHUDWLRQ�EHWZHHQ�WKH�8�6��'UXJ�(QIRUFHPHQW�$GPLQLVWUDWLRQ��'($��DQG�1HSDO
V�1'&/(8��KDV
EHHQ�H[FHOOHQW�DQG�KDV�UHVXOWHG�LQ�LQGLFWPHQWV�ERWK�LQ�1HSDO�DQG�DEURDG��1HSDO�DFWLYHO\�SDUWLFLSDWHV�LQ
WKH�HIIRUWV�RI�WKH�6RXWK�$VLD�$VVRFLDWLRQ�IRU�5HJLRQDO�&RRSHUDWLRQ��6$$5&��IRU�UHJLRQDO�FRRUGLQDWLRQ
WR�FRPEDW�GUXJ�WUDIILFN LQJ�DQG�DEXVH�

&XVWRPV�DQG�ERUGHU�FRQWURO�DUH�ZHDN�DORQJ�1HSDO
V�ODQG�ERUGHUV�ZLWK�,QGLD�DQG�&KLQD��7KH�,QGLDQ
ERUGHU�LV�RSHQ��1DUFRWLFV�DQG�RWKHU�FRQWUDEDQG�VHFXULW\�DW�1HSDO
V�UHJLRQDO�DLUSRUWV�ZLWK�GLUHFW�IOLJKWV
WR�,QGLD�DQG�.DWKPDQGX
V�7ULEKXYDQ�LQWHUQDWLRQDO�DLUSRUW�UHPDLQ�LQDGHTXDWH��7KH�*21�DORQJ�ZLWK
RWKHU�JRYHUQPHQWV�LV�ZRUNLQJ�WR�LQFUHDVH�WKH�OHYHO�RI�VHFXULW\�DW�WKH�LQWHUQDWLRQDO�DLUSRUW��,Q�������WKH
8�6��,PPLJUDWLRQ�DQG�1DWXUDOL]DWLRQ�6HUYLFH�SURYLGHG�IUDXGXOHQW�GRFXPHQW�WUDLQLQJ�WR�1HSDO
V
LPPLJUDWLRQ�VHUYLFH��8�6��&XVWRPV�SURYLGHG�WUDLQLQJ�WR�1HSDOL�FXVWRPV�DQG�SROLFH�DQG�KHOG
GLVFXVVLRQV�WR�H[SDQG�FXVWRPV�DQG�LPPLJUDWLRQ�WUDLQLQJ�WR�ODQG�ERUGHU�DUHDV�

/DZ�(QIRUFHPHQW�(IIRUWV��)LQDO�VWDWLVWLFDO�GDWD�IRU������DQG�GDWD�IRU�WKH�ILUVW�WKUHH�TXDUWHUV�RI�����
LQGLFDWH�WKDW�GHVWUXFWLRQ�RI�FDQQDELV�LQ�FXOWLYDWLRQ�GHFUHDVHG�LQ������ZKLOH�VHL]XUHV�RI�FDQQDELV
LQFUHDVHG�������PHGLD�UHSRUWV�LQGLFDWH�WKDW�FDQQDELV�SURGXFWLRQ�LV�XS�VLJQLILFDQWO\�DQG�PRVWO\�ERXQG
IRU�,QGLD��$UUHVWV�DQG�VHL]XUHV�RI�KHURLQ�DQG�RSLXP�DUH�QRW�VLJQLILFDQWO\�GLIIHUHQW�IURP�SDWWHUQV�RI
SUHYLRXV�\HDUV��0RVW�1HSDOL�VHL]XUHV�RI�KHURLQ��KDVKLVK��DQG�RSLXP�RFFXU�DW�WKH�7ULEKXYDQ
LQWHUQDWLRQDO�DLUSRUW�LQ�.DWKPDQGX�

7KH�1'&/(8�KDV�GHYHORSHG�DQ�LQWHOOLJHQFH�ZLQJ��EXW�LWV�HIIHFWLYHQHVV�LV�FRQVWUDLQHG�E\�D�ODFN�RI
WUDQVSRUW��FRPPXQLFDWLRQV�DQG�VXUYHLOODQFH�HTXLSPHQW��&RRUGLQDWLRQ�DQG�FRRSHUDWLRQ�EHWZHHQ
1'&/(8�DQG�1HSDO
V�FXVWRPV�DQG�LPPLJUDWLRQ�VHUYLFHV��ZKLOH�VWLOO�SUREOHPDWLF��LV�LPSURYLQJ��8�6�
&XVWRPV�KHOG�D�QDUFRWLFV�LQWHUGLFWLRQ�FRXUVH�LQ�.DWKPDQGX�ZLWK�1'&/(8��SROLFH��FXVWRPV��DQG
LPPLJUDWLRQ�LQ�0DUFK�DQG�D�FRXUVH�LQ�UHJLRQDO�LQWHJULW\�UHLQIRUFHPHQW�LQ�$SULO��7KHVH�FRXUVHV�VHUYHG�WR
EULGJH�FRPPXQLFDWLRQV�LVVXHV�EHWZHHQ�1HSDO
V�HQIRUFHPHQW�VHUYLFHV��(QIRUFHPHQW�SHUVRQQHO�DOVR
SDUWLFLSDWHG�LQ�D�'($�EDVLF�GUXJ�HQIRUFHPHQW�VFKRRO�KHOG�LQ�6UL�/DQND�LQ�DXJXVW�

&RUUXSWLRQ��/DZV�UHTXLUHG�E\�WKH������81�'UXJ�&RQYHQWLRQ�WR�SUHYHQW�DQG�SXQLVK�SXEOLF�FRUUXSWLRQ
LQ�QDUFRWLFV�LVVXHV��HVSHFLDOO\�E\�VHQLRU�JRYHUQPHQW�RIILFLDOV� �DUH�ODFNLQJ��+RZHYHU��WKHUH�LV�QR�UHFRUG
WKDW�VHQLRU�JRYHUQPHQW�RIILFLDOV�KDYH�IDFLOLWDWHG�WKH�SURGXFWLRQ��SURFHVVLQJ��RU�VKLSPHQW�RI�QDUFRWLF
DQG�SV\FKRWURSLF�GUXJV�DQG�RWKHU�FRQWUROOHG�VXEVWDQFHV�RU�GLVFRXUDJHG�RU�RWKHUZLVH�KDPSHUHG�WKH
LQYHVWLJDWLRQ�RU�SURVHFXWLRQ�RI�VXFK�DFWV�

$JUHHPHQWV�DQG�7UHDWLHV��1HSDO�LV�SDUW\�WR�WKH������6$$5&�&RQYHQWLRQ�RQ�1DUFRWLFV�'UXJV�DQG
3V\FKRWURSLF�6XEVWDQFHV��1HSDO �LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�

&XOWLYDWLRQ�3URGXFWLRQ��&DQQDELV�LV�DQ�LQGLJHQRXV�SODQW�LQ�1HSDO�DQG�FXOWLYDWLRQ�RI�GHYHORSHG
YDULHWLHV�LV�ULVLQJ��SDUWLFXODUO\�LQ�ORZODQG�DUHDV��$�UHFHQW�1HSDOL�QHZVSDSHU�UHSRUW�FODLPHG�WKDW�,QGLDQ
HQWLWLHV�KDYH�FRQWULEXWHG�WR�H[SDQGLQJ�FDQQDELV�FXOWLYDWLRQ�E\�VXSSO\LQJ�VHHG�DQG�DJULFXOWXUDO�NQRZ�
KRZ��ILQDQFLQJ�RSHUDWLRQV��EX\LQJ��DQG�H[SRUWLQJ�WKH�SURGXFW �WR�,QGLD��7KHUH�PD\�EH�VRPH�VPDOO�VFDOH
FXOWLYDWLRQ�RI�RSLXP�SRSS\��EXW�GHWHFWLRQ�LV�GLIILFXOW�VLQFH�LW�LV�LQWHUVSHUVHG�DPRQJ�OLFLW�FURSV��1HSDOL
GUXJ�HQIRUFHPHQW�RIILFLDOV�EHOLHYH�WKDW�DOO�KHURLQ�VHL]HG�LQ�1HSDO�RULJLQDWHV�HOVHZKHUH�

&KHPLFDO�&RQWUROV��1HSDO�SURGXFHV�QR�SUHFXUVRU�FKHPLFDOV�DQG�KDV�QR�ODZV�JRYHUQLQJ�SUHFXUVRU
FKHPLFDOV��$XWKRULWLHV�GR�QRW�FRQVLGHU�FKHPLFDO�FRQWUROV�D�SULRULW\�LVVXH�LQ�1HSO�DW�WKLV�WLPH�

'UXJ�)ORZ�7UDQVLW��1DUFRWLFV�VHL]XUHV�VXJJHVW�WKDW�QDUFRWLFV�WUDQVLW�1HSDO�ERWK�IURP�WKH�HDVW�DQG
ZHVW�LQ�HTXDO�SURSRUWLRQV��$UUHVWV�RI�1HSDOHVH�FRXULHUV�LQ�RWKHU�FRXQWULHV�VXJJHVW�WKDW�1HSDOHVH�DUH
EHFRPLQJ�PRUH�LQYROYHG�LQ�WUDIILFNLQJ�DQG�WKDW�1HSDO�PD\�EH�LQFUHDVLQJO\�XVHG�DV�D�WUDQVLW�SRLQW�IRU
GHVWLQDWLRQV�LQ�6RXWK�DQG�(DVW�$VLD��7KHUH�LV�QR�GDWD�FOHDUO\�LQGLFDWLQJ�WKDW�WKH�8�6��LV�D�ILQDO
GHVWLQDWLRQ�IRU�GUXJV�WUDQVLWLQJ�1HSDO��7KH�*21�LV�DWWHPSWLQJ�WR�WUDFN�FKDQJHV�LQ�WUDIILFNLQJ�SDWWHUQV�

'RPHVWLF�3URJUDPV��7KH�*21�FRQWLQXHV�WR�LPSOHPHQW�LWV�QDWLRQDO�GUXJ�GHPDQG�UHGXFWLRQ�VWUDWHJ\
LQ�DVVRFLDWLRQ�ZLWK�WKH�6UL�/DQND�EDVHG�&RORPER�3ODQ��WKH�8�6���81'&3��GRQRU�DJHQFLHV��DQG�1*2V�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

3ROLF\�,QLWLDWLYHV��8�6��SROLF\�LV�WR�VWUHQJWKHQ�1HSDO
V�ODZ�HQIRUFHPHQW�FDSDFLW\�WR�FRPEDW�QDUFRWLFV



WUDIILFNLQJ�DQG�UHODWHG�FULPHV��WR�PDLQWDLQ�SRVLWLYH�ELODWHUDO�FRRSHUDWLRQ��DQG�WR�HQFRXUDJH�1HSDO�WR
HQDFW�DQG�LPSOHPHQW�DSSURSULDWH�ODZV�DQG�UHJXODWLRQV�WR�PHHW�DOO�REMHFWLYHV�RI�WKH������81�'UXJ
&RQYHQWLRQ��7KH�8�6���1'&/(8��DQG�RWKHU�GRQRU�QDWLRQV�ZRUN�WRJHWKHU�WKURXJK�UHJLRQDO�GUXJ�OLDLVRQ
RIILFHV�DQG�WKURXJK�WKH�.DWKPDQGX�0LQL�'XEOLQ�*URXS�

%LODWHUDO�&RRSHUDWLRQ��7KH�8�6��ZRUNV�ZLWK�*21�DJHQFLHV�WR�LPSOHPHQW�1HSDO
V�PDVWHU�SODQ�IRU
GUXJ�DEXVH�FRQWURO�DQG�WR�SURYLGH�H[SHUWLVH�DQG�WUDLQLQJ�LQ�HQIRUFHPHQW�DQG�SROLF\��,Q������WKH�86*
KHOG�D�QDUFRWLFV�LQWHUGLFWLRQ�FRXUVH�DQG�D�UHJLRQDO�LQWHJULW\�UHLQIRUFHPHQW�FRXUVH��HDFK�WDXJKW�E\�8�6�
&XVWRPV�LQ�.DWKPDQGX��DQG�KRVWHG�1'&/(8�RIILFHUV�DW�D�UHJLRQDO�GUXJ�HQIRUFHPHQW�VFKRRO�LQ�6UL
/DQND�WDXJKW�E\�'($��1HSDO�H[FKDQJHV�WUDIILFNLQJ�LQIRUPDWLRQ�LQ�FRQQHFWLRQ�ZLWK�LQWHUQDWLRQDO
QDUFRWLFV�LQYHVWLJDWLRQV�DQG�SURFHHGLQJV�

7KH�5RDG�$KHDG��7KH�8�6��ZLOO�FRQWLQXH�RQJRLQJ�LQIRUPDWLRQ�H[FKDQJHV��WUDLQLQJ��DQG�HQIRUFHPHQW
FRRSHUDWLRQ��ZRUN�ZLWK�WKH�81'&3�WR�HQKDQFH�WKH�1'&/(8��VXSSRUW�WKH�&RORPER�3ODQ
V
UHKDELOLWDWLRQ�SURJUDPV�LQ�1HSDO�DQG�ZRUN�ZLWK�WKH�0LQLVWU\�RI�+RPH�$IIDLUV�RQ�GHPDQG�UHGXFWLRQ�
7KH�8�6��ZLOO�HQFRXUDJH�WKH�*21�WR�DGYDQFH�VWDOOHG�GUXJ�OHJLV ODWLRQ�

Pakistan

,��6XPPDU\

3DNLVWDQ�LV�DQ�LPSRUWDQW�WUDQVLW�FRXQWU\�IRU�$IJKDQ�RSLDWHV�DQG�FDQQDELV��,Q�������3DNLVWDQ�EHFDPH�D
PLQRU�SURGXFHU�RI�RSLXP��ZLWK�SRSS\�FXOWLYDWLRQ�GURSSLQJ�EHORZ�������KHFWDUHV�WR�����KHFWDUHV��D���
SHUFHQW�GHFUHDVH�IURP�������*RYHUQPHQW�RI�3DNLVWDQ��*23��FRRSHUDWLRQ�RQ�GUXJ�FRQWURO�ZLWK�WKH
8�6��LV�H[FHOOHQW��,QWHQVLYH�ODZ�HQIRUFHPHQW�HIIRUWV��OHG�E\�WKH�$QWL�1DUFRWLFV�)RUFH��$1)���KDYH
IRUFHG�QDUFRWLFV�WUDIILFNHUV�WR�DGRSW�D�ORZHU�SURILOH��,QWHUGLFWLRQV�RI�KHURLQ�LQFUHDVHG����SHUFHQW�DQG
VHYHUDO�PDMRU�WUDIILFNHUV�ZHUH�DUUHVWHG��7KH�*RYHUQPHQW�RI�3DNLVWDQ�KDV�SUHYHQWHG�WKH�UH�HPHUJHQFH
RI�ODUJH�KHURLQ�PRUSKLQH�SURFHVVLQJ�ODERUDWRULHV��+RZHYHU��WKHUH�ZDV�OLWWOH�SURJUHVV�LQ������RQ
SHQGLQJ�H[WUDGLWLRQ�FDVHV�RI�QDUFRWLFV�IXJLWLYHV��7KHUH�ZDV�OLWWOH�QHZ�SURJUHVV�LQ�H[WHQGLQJ�WKH�&RQWURO
RI�1DUFRWLF�6XEVWDQFHV�$FW��&16$��DQG�WKH�$QWL�1DUFRWLFV�)RUFH�$FW��$1)$��LQWR�QHZ�WULEDO�DUHDV�LQ
1RUWK�:HVW�)URQWLHU�3URYLQFH��1:)3���7KH�PLOLWDU\�JRYHUQPHQW�WKDW�VHL]HG�SRZHU�LQ�2FWREHU�����
KDV�PDLQWDLQHG�WKH�FRPPLWPHQWV�RI�WKH�SUHYLRXV�FLYLOLDQ�JRYHUQPHQW�RQ�FRXQWHUQDUFRWLFV��LQFOXGLQJ
LPSOHPHQWDWLRQ�RI�WKH������'UXJ�&RQWURO�0DVWHU�3ODQ��3DNLVWDQ�LV�D�SDUW\�WR�WKH������81�'UXJ
&RQYHQWLRQ�

,,��6WDWXV�RI�&RXQWU\

8�6��ILJXUHV�IRU������VKRZ�WKDW�3DNLVWDQ�DOPRVW�DFKLHYHG�LWV�DPELWLRXV�JRDO�RI�HOLPLQDWLQJ�RSLXP
SURGXFWLRQ�E\�WKH�\HDU�������7KH�RSLXP�SRSS\�FURS�IHOO�WR�D�UHFRUG�ORZ�RI�����KHFWDUHV��:KLOH
3DNLVWDQL�RSLXP�SURGXFWLRQ�KDV�SOXPPHWHG��QHLJKERULQJ�$IJKDQLVWDQ�KDV�EHFRPH�WKH�ZRUOG
V�ODUJHVW
RSLXP�SURGXFHU�E\�LQFUHDVLQJ�RSLXP�SURGXFWLRQ�VRPH����SHUFHQW�LQ������WR�������PHWULF�WRQV��07��
7KH�WULSOLQJ�RI�SRSS\�FXOWLYDWLRQ�LQ�$IJKDQLVWDQ�VLQFH������DQG�JURZWK�LQ�VRSKLVWLFDWLRQ�RI�WKH�$IJKDQ
GUXJ�WUDGH�DUH�SXWWLQJ�HQRUPRXV�SUHVVXUH�RQ�*23�ERUGHU�FRQWURO�HIIRUWV�DQG�3DNLVWDQL�VRFLHW\�
6XFFHVVIXO�LQWHUGLFWLRQ�RSHUDWLRQV�RFFXU��EXW�WUDIILFNHUV�KDYH�VXSHULRU�ILUHSRZHU�DQG�IDVWHU�YHKLFOHV�
WKH�WHUULWRU\�LV�HQRUPRXV��DQG�ODZ�HQIRUFHPHQW�LV�ZLGHO\�GLVSHUVHG��ZLWK�OLWWOH�UDSLG�PRELOL]DW LRQ�DLUOLIW
FDSDELOLW\��7KLV�PHDQV�PRUH�GUXJV�WUDQVLWLQJ�3DNLVWDQ��D�JURZLQJ�DGGLFWLRQ�SUREOHP��DQG�PRUH�FDVK
DYDLODEOH�IRU�EULEHU\�DQG�RIILFLDO�FRUUXSWLRQ��3DNLVWDQ�UHPDLQV�DQ�LPSRUWDQW�WUDQVLW�FRXQWU\�IRU�WKH
SUHFXUVRU�FKHPLFDO�DFHWLF�DQK\GULGH��$$��GHVWLQHG�IRU�$IJKDQLVWDQ
V�KHURLQ�ODERUDWRULHV��:KLOH
FKHPLFDO�FRQWUROV�DSSHDU�DGHTXDWH��VRPH�GLYHUVLRQ�IURP�OLFLW�LPSRUWV�KDV�WDNHQ�SODFH�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��&ORVLQJ�LQ�RQ�LWV�JRDO�RI�D�SRSS\�IUHH�3DNLVWDQ�E\�WKH�HQG�RI�\HDU�������WKH�*23
SODQV�WR�FRQVROLGDWH�LWV�VXFFHVV�LQ�UHSODFLQJ�WKH�LOOLFLW�SRSS\�FURS�E\�EXLOGLQJ�PRUH�URDGV�WR�LPSURYH
DFFHVV�DQG�JLYLQJ�GUXJ�FXOWLYDWRUV�YLDEOH�HFRQRPLF�DOWHUQDWLYHV�ZLWKLQ�SRSS\�JURZLQJ�DUHDV��7KH�8�6��
IXQGHG�FURS�FRQWURO�SURJUDP��DQ�HOHPHQW�LQ�WKH�*23�'UXJ�&RQWURO�0DVWHU�3ODQ��ZLOO�FRQWLQXH�IRU
DQRWKHU�WKUHH�\HDUV�WKURXJK�������7R�IXUWKHU�WKH�3ODQ
V�HQKDQFHG�ODZ�HQIRUFHPHQW�REMHFWLYHV��WKH
0LQLVWHU�RI�,QWHULRU�RUJDQL]HG�LQ�6HSWHPEHU������D�FRQIHUHQFH�WR�SURPRWH�FRRUGLQDWLRQ�DPRQJ�ODZ
HQIRUFHPHQW�DJHQFLHV��7KH�'UXJ�&RQWURO�0DVWHU�3ODQ�DOVR�FDOOV�IRU�WKH�JRYHUQPHQW�WR�UHYLHZ�SROLFLHV
WR�EULQJ�DERXW�D�GUXJ�IUHH�3DNLVWDQ��EXW�D�ODFN�RI�UHVRXUFHV�KDPSHUV�LPSOHPHQWDWLRQ�RI�WKHVH�SROLFLHV�

7KH�*23�DOVR�LQLWLDWHG�GXULQJ������QHZ�SROLFLHV�RQ�WKH�SURVHFXWLRQ�RI�QDUFRWLFV�RIIHQVHV�DQG
RUJDQL]HG�FULPH��)LYH�QHZ�VSHFLDO�QDUFRWLFV�FRXUWV�ZHUH�DSSURYHG�EXW�ZLOO�QRW�EH�RSHUDWLRQDO�ZLWKRXW
IXUWKHU�IXQGLQJ��7KH�*23�LVVXHG�D�1DWLRQDO�$FFRXQWDELOLW\�%XUHDX��1$%��RUGLQDQFH�HVWDEOLVKLQJ�D



IUDPHZRUN�IRU�GHWHFWLQJ�DQG�UHFRYHULQJ�WKH�SURFHHGV�RI�VHULRXV�FULPHV��,Q�'HFHPEHU�WKH�FDELQHW
DSSURYHG�3DNLVWDQ
V�VLJQLQJ�RI�WKH�81�&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO�2UJDQL]HG�&ULPH�

$FFRPSOLVKPHQWV��7KH�PRVW�LPSRUWDQW�DFFRPSOLVKPHQW�LQ������ZDV�WKH�VWHHS�GURS�LQ�RSLXP�SRSS\
FXOWLYDWLRQ�LQ�3DNLVWDQ��*23�RIILFLDOV�FRQWLQXH�WR�WDNH�PHDVXUHV�WR�SUHYHQW�WKH�UH�HPHUJHQFH�RI�KHURLQ
RU�PRUSKLQH�EDVH�ODERUDWRULHV��,Q�'HFHPEHU��D�UDLG�LQ�WKH�.K\EHU�$JHQF\�DW�WKH�$IJKDQ�ERUGHU�QHWWHG
VRPH�DGGLFWV�DQG�VPDOO�WLPH�RSHUDWRUV�LQYROYHG�LQ�PDQXIDFWXULQJ�KHURLQ�DQG�RWKHU�GUXJ�UHODWHG
PDWHULDOV��7KH�$1)�PRQLWRUHG�WKH�SXUSRUWHG�GHVWUXFWLRQ�RI�WZR�VPDOO�KHURLQ�ODERUDWRULHV�LQ�+HOPDQG
SURYLQFH�RI�$IJKDQLVWDQ�DFURVV�WKH�ERUGHU�

7KH�$1)�ODXQFKHG�DQ�LPSRUWDQW�UHJLRQDO�PDULWLPH�LQWHUGLFWLRQ�LQLWLDWLYH�LQ�������7KH�1DUFRWLFV
$IIDLUV�6HFWLRQ�DW�WKH�8�6��(PEDVV\�,VODPDEDG�KDV�ZRUNHG�FORVHO\�ZLWK�WKH�$1)�WR�HQOLVW�WKH
SDUWLFLSDWLRQ�RI�DOO�UHOHYDQW�3DNLVWDQL�ODZ�HQIRUFHPHQW�DJHQFLHV�DQG�ODZ�HQIRUFHPHQW�IURP�2PDQ�DQG
WKH�8$(��$OO�PDMRU�ODZ�HQIRUFHPHQW�DJHQFLHV�SDUWLFLSDWHG�LQ�D�SODQQLQJ�FRQIHUHQFH�KHOG�DW�.DUDFKL
IURP�-XQH������������)ROORZ�RQ�WUDLQLQJ�SURYLGHG�E\�WKH�8�6��DQG�WKH�YLVLWV�RI�H[SHUWV�IURP�ERWK�VLGHV
KDYH�IXUWKHU�FHPHQWHG�LQWHUDJHQF\�FRRSHUDWLRQ�

/DZ�(QIRUFHPHQW�(IIRUWV��7KH�$1)�LV�3DNLVWDQ
V�SULQFLSDO�QDUFRWLFV�ODZ�HQIRUFHPHQW�DJHQF\�
7KURXJKRXW������WKH�$1)�ZDV�XQGHUVWDIIHG��RSHUDWLQJ�ZLWK�������RXW�RI�DQ�DXWKRUL]HG�SHUVRQQHO
VWUHQJWK�RI��������+RZHYHU��WKH�*23�KDV�DXWKRUL]HG�UHFUXLWPHQW�RI�DQ�DGGLWLRQDO�����SHUVRQQHO�WR
VKRUH�XS�$1)�RSHUDWLRQDO�FDSDELOLW\��$UP\�DQG�SROLFH�SHUVRQQHO�DVVLJQHG�WR�WKH�$1)�IRU�D�WKUHH�\HDU
WRXU�RI�GXW\�QHHG�SHUIRUPDQFH�LQFHQWLYHV�DQG�VSHFLDOL]HG�WUDLQLQJ��6SHFLDOL]HG�WUDLQLQJ�DQG�WKH
IRUPDWLRQ�RI�D�6SHFLDO�,QYHVWLJDWLYH�&HOO��6,&��RU��9HWWHG�8QLW���WDUJHWLQJ�PDMRU�WUDIILFNLQJ
RUJDQL]DWLRQV��KDYH�ERRVWHG�PRUDOH��9HWHUDQV�RI�WKH�SURJUDP�XQGHUZHQW�D�ULJRURXV�ILYH�ZHHN�WHFKQLFDO
WUDLQLQJ�FRXUVH�LQ�WKH�8�6��LQ�2FWREHU�1RYHPEHU��������7KLV�SURJUDP�ZLOO�EH�H[SDQGHG�LQ������

3DNLVWDQ
V�LOOLFLW�GUXJ�VHL]XUHV�ZHUH�XS�VLJQLILFDQWO\�FRPSDUHG�WR�WKH�VDPH�SHULRG�LQ�������7KHVH�ILJXUHV
VKRZ�����PHWULF�WRQV�RI�KHURLQ������PHWULF�WRQV�RI�RSLXP�DQG�������PHWULF�WRQV�RI�KDVKLVK�VHL]HG
GXULQJ�WKH�ILUVW�WHQ�PRQWKV�RI�������FRPSDUHG�WR�����PHWULF�WRQV�RI�KHURLQ�������PHWULF�WRQV�RI�RSLXP
DQG������PHWULF�WRQV�RI�KDVKLVK�VHL]HG�LQ��������6HL]XUHV�RI�$$�FRQVLVWHG�RI�VPDOO�FRQVLJQPHQWV
RULJLQDWLQJ�LQ�,QGLD��$1)�VHL]XUHV�RI�KHURLQ�DQG�FDQQDELV�VHW�UHFRUGV�LQ�������$1)�%DOXFKLVWDQ�
FRYHULQJ�PDMRU�WUDIILFNLQJ�URXWHV�IURP�$IJKDQLVWDQ��EURXJKW�LQ�UHFRUG�KDXOV��$SDUW�IURP�$1)��RWKHU
ODZ�HQIRUFHPHQW�DJHQFLHV�WDOO\LQJ�VLJQLILFDQW�GUXJ�VHL]XUHV�ZHUH�WKH�3ROLFH��3DNLVWDQ�&XVWRPV��&RDVW
*XDUG��&*��DQG�WKH�)URQWLHU�&RUSV��7KH�8�6��XUJHG�EHWWHU�LQWHUDJHQF\�FRRUGLQDWLRQ�DQG�UHFRUG�&*
VHL]XUHV�RI����PHWULF �WRQV�RI�KDVKLVK�DQG�LPSURYHG�KHURLQ�RSLXP�VHL]XUHV�ZHUH�LQ�SDUW�DWWULEXWDEOH�WR
WKLV�8�6��LQLWLDWLYH��&XVWRPV�VHL]XUHV�DOVR�VKRZHG�D����SHUFHQW�LQFUHDVH�IRU�WKH�ILUVW�WHQ�PRQWKV�RI
�����FRPSDUHG�ZLWK�WKH�VDPH�SHULRG�ODVW�\HDU��%RWK�WKH�)URQWLHU�&RUSV�%DOXFKLVWDQ�DQG�&XVWRPV
LPSURYHG�WKHLU�GUXJ�VHL]XUH�UHFRUGV�FRPSDUHG�WR�WKH�SUHYLRXV�\HDU��&XVWRPV�RIILFHV�DW�3DNLVWDQ
V
LQWHUQDWLRQDO�DLUSRUWV�KDYH�EHHQ�LQFUHDVLQJO\�HIIHFWLYH�LQ�LQWHUGLFWLQJ�KHURLQ�FRXULHUV�RI�DOO�QDWLRQDOLWLHV
EHORQJLQJ�WR�IRUHLJQ�WUDIILFNLQJ�RUJDQL]DWLRQV��PDQ\�ZLWK�D�1LJHULD�FRQQHFWLRQ��PRVWO\�WUDYHOLQJ�WR�WKH
0LGGOH�(DVW��%DQJODGHVK��DQG�7KDLODQG�

)RU�������WRWDO�IUR]HQ�GUXJ�WUDIILFNHUV
�DVVHWV�VWRRG�DW�5XSHHV��5V����������PLOOLRQ��8�6������PLOOLRQ�
DQG����PLOOLRQ�LQ�WUDYHOHUV
�FKHFNV��$�3DNLVWDQL�FRXUW�UXOHG�LQ�IDYRU�RI�IRUIHL WXUH�RI�DVVHWV�WR�WKH
JRYHUQPHQW�IRU�WKH�ILUVW�WLPH�LQ�������,Q�WKDW�SUHFHGHQW�VHWWLQJ�FDVH��DVVHWV�ZRUWK�DSSUR[LPDWHO\
���������ZHUH�IRUIHLWHG�EDVHG�RQ�WKH�WUDIILFNHU
V�FRQYLFWLRQ�LQ�WKH�8�6��RQ�D�QDUFRWLFV�RIIHQVH��$
SHWLWLRQ�UHTXHVWLQJ�D�VWD\�RI�WKH�RUGHU�RI�WKH�FRXUW�LV�VWLOO�SHQGLQJ�LQ�WKH�6XSUHPH�&RXUW��)RUIHLWHG
SURSHUW\�EHORQJLQJ�WR�FRQYLFWHG�GUXJ�WUDIILFNHUV�VR�IDU�LV�ZRUWK�5V������PLOOLRQ��8�6�������PLOOLRQ��

7KH�WULDO�RI�6DNKL�'RVW�-DQ�1RWH]DL��D�SURPLQHQW�GUXJ�WUDIILFNHU�DQG�VXVSHFWHG�PHPEHU�RI�WKH�4XHWWD
$OOLDQFH�WUDIILFNLQJ�V\QGLFDWH��FRQFOXGHG�WKLV�\HDU��DIWHU�VHYHQ�\HDUV�RI�SURFHHGLQJV��+H�UHFHLYHG�D
VHQWHQFH�RI�OLIH�LQ�SULVRQ�DQG�IRUIHLWHG�KLV�DVVHWV��7KH�FDVH�RI�DQRWKHU�DOOHJHG�GUXJ�WUDIILFNHU��0XQDZDU
+XVVDLQ�0DQM��D�IRUPHU�PHPEHU�RI�3DNLVWDQ
V�1DWLRQDO�$VVHPEO\�LV�VWLOO�SHQGLQJ�LQ�WKH�VXSHULRU�FRXUW�
DIWHU�ILYH�\HDUV�RI�SURFHHGLQJV��7KH�FDVH�RI�5DKPDW�6KDK�$IULGL��RZQHU�RI�DQ�(QJOLVK�ODQJXDJH�GDLO\
DQG�DQ�LQIOXHQWLDO�SROLWLFLDQ�IURP�1�:�)�3��DUUHVWHG�LQ�HDUO\�������DOVR�LV�SHQGLQJ��7KHVH�WKUHH�FDVHV
UHSUHVHQW�D�VLJQLILFDQW�WHVW�RI�WKH�$1)
V�DELOLW\�WR�SURVHFXWH�SROLWLFDOO\�SRZHUIXO�WUDIILFNHUV�

7KH�SURVHFXWLRQV�RI�PRVW�FULPLQDO�DQG�QDUFRWLFV�FDVHV�LQ�3DNLVWDQ�DUH�SURWUDFWHG��&RUUXSWLRQ�DQG�ORZ
VDODULHV�WKUHDWHQ�WKH�LQWHJULW\�RI�ODZ�HQIRUFHPHQW�DQG�MXGLFLDO�LQVWLWXWLRQV�WKURXJKRXW�3DNLVWDQ��-XGJHV
JUDQW�FRQWLQXDQFHV��GHIHQGDQWV�ILOH�GHOD\LQJ�LQWHUORFXWRU\�DSSHDOV��ZLWQHVVHV�DUH�UHOXFWDQW�WR�WHVWLI\�
DQG�EULEHU\�FDQ�LQIOXHQFH�FDVH�RXWFRPHV��7R�H[SHGLWH�FDVHV�WKURXJK�WKH�FRXUW�V\VWHP��WKH�$1)�VWLOO
QHHGV�WR�VWUHQJWKHQ�LWV�ODZ�GLUHFWRUDWH��$�VWHS�LQ�WKH�ULJKW�GLUHFWLRQ�KDV�EHHQ�WKH�HVWDEOLVKPHQW�RI�ILYH
VSHFLDO�QDUFRWLFV�FRXUWV�LQ�������DOWKRXJK�WKH\�DUH�QRW�\HW�IXOO\�RSHUDWLRQDO�DQG�ODFN�UHDOLVWLF�RSHUDWLQJ
EXGJHWV��7KH�XOWLPDWH�HIIHFWLYHQHVV�RI�WKHVH�QHZ�FRXUWV�LV�LQ�TXHVWLRQ�DQG�WKH\�ZRXOG�EHVW�VHUYH
3DNLVWDQ�E\�WDUJHWLQJ�PDMRU�RIIHQGHUV�DQG�WUDIILFNLQJ�RUJDQL]DWLRQV�



&RUUXSWLRQ��:H�KDYH�QR�HYLGHQFH�WKDW�WKH�*23�DQG�LWV�VHQLRU�RIILFLDOV�HQFRXUDJH�RU�IDFLOLWDWH�WKH
LOOLFLW�SURGXFWLRQ�RU�GLVWULEXWLRQ�RI�QDUFRWLF�RU�SV\FKRWURSLF�GUXJV�RU�RWKHU�FRQWUROOHG�VXEVWDQFHV��RU�WKH
ODXQGHULQJ�RI�SURFHHGV�IURP�LOOHJDO�GUXJ�WUDQVDFWLRQV��7R�FKHFN�RIILFLDO�FRUUXSWLRQ�PRUH�HIIHFWLYHO\��WKH
3UHVLGHQW�RI�3DNLVWDQ�SURPXOJDWHG�WKH�1DWLRQDO�$FFRXQWDELOLW\�%XUHDX��DPHQGPHQW��RUGLQDQFH������
$PRQJ�WKH�SROLWLFLDQV�DQG�FLYLO�VHUYDQWV�FRQYLFWHG�LQ�FRUUXSWLRQ�FDVHV�ZHUH�DQ�$LU�9LFH�0DUVKDO��UHWG�
DQG�KLV�WKUHH�EURWKHUV�ZKR�UHFHLYHG�VHQWHQFHV�RI�VHYHQ�\HDUV�ULJRURXV�LPSULVRQPHQW�DQG�5V����PLOOLRQ
ILQH�IRU�ZLOOIXO�EDQN�ORDQ�GHIDXOW³WKH�ILUVW�WLPH�WKDW�WKH�*23�KDV�VXFFHVVIXOO\�FRQYLFWHG�VXFK�D�KLJK
UDQNLQJ�PLOLWDU\�RIILFHU�

$JUHHPHQWV�DQG�7UHDWLHV��3DNLVWDQ�GRHV�QRW�KDYH�VSHFLILF�DJUHHPHQWV�ZLWK�WKH�8�6��IRU�PXWXDO�OHJDO
DVVLVWDQFH��SUHFXUVRU�FKHPLFDOV�RU�PRQH\�ODXQGHULQJ��+RZHYHU��LW�GRHV�KDYH�D�JHQHUDO�FRXQWHUQDUFRWLFV
DJUHHPHQW�ZLWK�WKH�8�6���ZKLFK�SURYLGHV�IRU�FRRSHUDWLRQ�LQ�WKH�DUHDV�RI�RSLXP�SRSS\�HUDGLFDWLRQ�
QDUFRWLFV�ODZ�HQIRUFHPHQW�DQG�GUXJ�GHPDQG�UHGXFWLRQ��([WUDGLWLRQV�DUH�FDUULHG�RXW�XQGHU�D������8�6��
8.�WUHDW\��DIILUPHG�WR�EH�YDOLG�E\�WKH�*23��6HYHUDO�SHQGLQJ�8�6��H[WUDGL WLRQ�UHTXHVWV�DUH�ZDLWLQJ
FRXUW�DFWLRQ���1R�QHZ�UHTXHVWV�ZHUH�PDGH�LQ��������2QH�VXEMHFW�DZDLWLQJ�H[WUDGLWLRQ�GLHG�RI�QDWXUDO
FDXVHV�LQ�SULVRQ�

3DNLVWDQ�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�DQG�KDV�VLJQHG�ELODWHUDO�QDUFRWLFV�DJUHHPHQWV
ZLWK�,UDQ��WKH�8QLWHG�$UDE�(PLUDWHV��.\UJ\]VWDQ��8]EHNLVWDQ��&KLQD�DQG�,QGLD��3DNLVWDQ�DOVR�LV�D�SDUW\
WR�WKH�:RUOG�&XVWRPV�2UJDQL]DWLRQ
V�,QWHUQDWLRQDO�&RQYHQWLRQ�IRU�WKH�3UHYHQWLRQ��,QYHVWLJDWLRQ�DQG
5HSUHVVLRQ�RI�&XVWRPV�2IIHQVHV��1DLUREL�&RQYHQWLRQ���$QQH[�;�RQ�$VVLVWDQFH�LQ�1DUFRWLFV�&DVHV�

7KH�JRYHUQPHQWV�RI�3DNLVWDQ�DQG�,UDQ�DQG�81'&3�VLJQHG�D�0HPRUDQGXP�RI�8QGHUVWDQGLQJ��028�
RQ�QDUFRWLFV�FRRSHUDWLRQ�LQ�0D\�������8QGHU�WKH�028��WKH�81'&3�KDV�LPSOHPHQWHG�D�ODZ
HQIRUFHPHQW�SURMHFW�ZLWK�ERWK�JRYHUQPHQWV��GHVLJQHG�WR�HQFRXUDJH�FRRSHUDWLRQ�RQ�LQWHUGLFWLRQ��DV
ZHOO�DV�LPSURYH�QDUFRWLFV�ODZ�HQIRUFHPHQW��8QGHU�DQ�H[WHQGHG������028��3DNLVWDQL�DQG�,UDQLDQ
FRXQWHUQDUFRWLFV�RIILFLDOV�H[FKDQJH�LQIRUPDWLRQ�RQ�QDUFRWLFV�WUDIILFNLQJ�DQG�FRRSHUDWH�RQ�FURVV�ERUGHU
QDUFRWLFV�WUDIILFNLQJ�LQWHUGLFWLRQV��6LQFH�������FRXQWHUQDUFRWLFV�RIILFLDOV�RI�ERWK�,QGLD�DQG�3DNLVWDQ
KDYH�UHJXODUO\�KHOG�PHHWLQJV�WR�GLVFXVV�RSHUDWLRQDO�FRRSHUDWLRQ�DQG�FURVV�ERUGHU�IORZV�RI�SUHFXUVRU
FKHPLFDOV�WKDW�IORZ�DFURVV�WKH�ERUGHU�

&XOWLYDWLRQ�3URGXFWLRQ��)LYH�KXQGUHG�ILIWHHQ�������KHFWDUHV��KD��RI�RSLXP�SRSS\�ZHUH�FXOWLYDWHG�LQ
3DNLVWDQ
V�1RUWK�:HVW�)URQWLHU�3URYLQFH��1:)3��LQ�������FRPSDUHG�WR�������KD�LQ�������PRVW�RI�LW�LQ
WKH�%DUD�5LYHU�9DOOH\�RI�.K\EHU�$JHQF\��RQ�WKH�ERUGHU�RI�$IJKDQLVWDQ
V�1DQJDUKDU�SURYLQFH�
&RPSOHWHO\�HOLPLQDWLQJ�FXOWLYDWLRQ�LQ�.K\EHU�ZLOO�EH�GLIILFXOW�VLQFH�WKHUH�DUH�QR�URDGV�LQWR�WKH�DUHD�IRU
DQ�HIIHFWLYH�HUDGLFDWLRQ�FDPSDLJQ��+RZHYHU��8�6��DQG�*23�RIILFLDOV�DUH�H[SORULQJ�WKH�SRVVLELOLW\�RI�D
SURMHFW�LQWR�WKH�DUHD�EDVHG�RQ�VXFFHVVIXO�HUDGLFDWLRQ�DSSURDFKHV�XVHG�HOVHZKHUH�LQ�WKH�1:)3��7KH
86*�HVWLPDWHG�SRWHQWLDO�RSLXP�SURGXFWLRQ�IRU������DW����PHWULF�WRQV��FRPSDUHG�WR����PHWULF�WRQV�LQ
�����

81'&3�SURYLGHV�DOWHUQDWLYH�GHYHORSPHQW�DVVLVWDQFH�LQ�'LU�'LVWULFW�RI�1:)3��ZLWK�WKH�8QLWHG
.LQJGRP�DQG�8�6��WKH�SULQFLSDO�GRQRUV�IRU�WKH�'LU�SURMHFW��7KH�8�6��GLUHFWO\�IXQGV�DOWHUQDWLYH
GHYHORSPHQW�SURMHFWV�LQ�0RKPDQG�DQG�%DMDXU�DJHQFLHV�DQG�FRQWULEXWHV�WR�SRSS\�HQIRUFHPHQW
RSHUDWLRQV�LQ�WKRVH�DJHQFLHV�DQG�'LU�GLVWULFW��7KH�8�6��DQG�81'&3�FURS�FRQWURO�FRQVROLGDWLRQ�SURMHFWV
VHHN�VXVWDLQDEOH�UHVXOWV�

%RWK�$IJKDQ�RULJLQ�FDQQDELV�DQG�RSLDWHV�WUDQVLW�WKURXJK�3DNLVWDQ��$IJKDQLVWDQ�SURGXFHG�DQ�HVWLPDWHG
������PHWULF�WRQV�RI�RSLXP�LQ�������$IJKDQ�RSLDWHV�WUDIILFNHG�WR�(XURSH�DQG�1RUWK�$PHULFD�HQWHU
3DNLVWDQ
V�%DOXFKLVWDQ�DQG�1:)3�SURYLQFHV�DQG�H[LW�HLWKHU�WKURXJK�,UDQ�RU�3DNLVWDQ
V�0DNUDQ�&RDVW�
RU�WKURXJK�LQWHUQDWLRQDO�DLUSRUWV�ORFDWHG�LQ�3DNLVWDQ
V�PDMRU�FLWLHV��7UDIILFNHUV�DOVR�WUDQVLW�ODQG�URXWHV
IURP�%DOXFKLVWDQ�WR�,UDQ�DQG�IURP�WKH�WULEDO�DJHQFLHV�RI�1:)3�WR�&KLWUDO��ZKHUH �WKH\�UH�HQWHU
$IJKDQLVWDQ�DW�%DGDNKVKDQ�SURYLQFH�IRU�WUDQVLW�WKURXJK�&HQWUDO�$VLD�

'UXJ�SURGXFWLRQ�LQFUHDVHV�LQ�$IJKDQLVWDQ�DUH�SULPDULO\�UHVSRQVLEOH�IRU�PRUH�WUDIILFNLQJ�RI�RSLDWHV
WKURXJK�3DNLVWDQ��,QWHQVLYH�FRXQWHUQDUFRWLFV�HIIRUWV�E\�WKH�*RYHUQPHQW�RI�,UDQ�KDYH�IRUFHG�WUDIILFNHUV
WR�ILQG�DOWHUQDWLYH�URXWHV��LQFUHDVLQJ�WKH�SUHVVXUH�RQ�3DNLVWDQ�DQG�WKH�&HQWUDO�$VLDQ�FRXQWULHV��,Q
DGGLWLRQ��WKH�*23�HVWLPDWHV�LWV�DGGLFW�SRSXODWLRQ�FRXOG�FRQVXPH�DV�PXFK�DV�����PHWULF�WRQV�RI
RSLXP�D�\HDU��'HFUHDVLQJ�SURGXFWLRQ�RI�RSLXP�LQ�3DNLVWDQ�PHDQV�WKDW�3DNLVWDQ�LV�D�PDMRU�FXVWRPHU�RI
$IJKDQ�RSLXP��DOWKRXJK�WKH�PDMRULW\�RI�WKH�KHURLQ�VPXJJOHG�RXW�RI�6RXWKZHVW�$VLD�WKURXJK�3DNLVWDQ
FRQWLQXHV�WR�JR�WR�WKH�(XURSHDQ�PDUNHW��LQFOXGLQJ�5XVVLD�DQG�(DVWHUQ�(XURSH��7KH�EDODQFH�JRHV�WR
WKH�:HVWHUQ�+HPLVSKHUH�DQG�WR�6RXWKHDVW�$VLD�ZKHUH�LW�DSSHDUV�WR�VXSSOHPHQW�RSLXP�SURGXFWLRQ
VKRUWIDOOV�LQ�WKDW�UHJLRQ��&RXULHUV�LQWHUFHSWHG�LQ�3DNLVWDQ�WKLV�\HDU�ZHUH�HQ�URXWH�WR�$IULFD��1HSDO�
(XURSH��7KDLODQG�DQG�WKH�0LGGOH�(DVW�

'RPHVWLF�3URJUDPV��7KH�*23�HVWLPDWHV�D�GUXJ�DEXVH�SRSXODWLRQ�RI�EHWZHHQ�WKUHH�DQG�IRXU�PLOOLRQ



�RI�ZKRP�KDOI�DUH�KHURLQ�DGGLFWV���JURZLQJ�DW�WKH�UDWH�RI�VHYHQ�SHUFHQW�D�\HDU��1R�UHOLDEOH�VXUYH\�KDV
EHHQ�FRQGXFWHG�VLQFH������WR�YHULI\�WKHVH�ILJXUHV��$OWKRXJK�WKH�*23�DWWDFKHG�JUHDW�LPSRUWDQFH�WR
DWWDFNLQJ�LWV�GUXJ�DEXVH�SUREOHP�LQ�������WKH�*23�DOORFDWHG�OLWWOH�IXQGLQJ�WR�H[SDQG�WKH�FRXQWU\
V
ZRHIXOO\�LQDGHTXDWH�GUXJ�WUHDWPHQW�IDFLOLWLHV�DQG�WR�UDLVH�DZDUHQHVV�RI�WKH�LVVXH��'HPDQG�UHGXFWLRQ
HGXFD WLRQDO�HIIRUWV�GXULQJ������LQFOXGHG�D�UDGLR�DZDUHQHVV�SURJUDP�RUJDQL]HG�E\�WKH�$1)��D�VSRUWV
WRXUQDPHQW�DQG�D�SDLQWLQJ�FRPSHWLWLRQ��DQG�$1)�GLVWULEXWLRQ�RI�SRVWHUV�DQG�VWLFNHUV��0RUH
VLJQLILFDQWO\��WKH�$1)�DQG�3DNLVWDQ�379��VXSSRUWHG�E\�86*�IXQGV��FRPSOHWHG�D����HSLVRGH�79�VHULDO
WR�UDLVH�DZDUHQHVV�DERXW�QDUFRWLFV�SUREOHPV��7KH�*23
V�ILYH�\HDU�'UXJ�$EXVH�&RQWURO�0DVWHU�3ODQ
FDOOV�IRU�H[SHQGLWXUH�RI�������PLOOLRQ�RQ�GHPDQG�UHGXFWLRQ�ZLWK�������PLOOLRQ�IRU�SUHYHQWLRQ�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

8�6��FRXQWHUQDUFRWLFV�SROLF\�REMHFWLYHV�IRU������DUH�WR�HQFRXUDJH�WKH�*23�WR�HOLPLQDWH�UHPDLQLQJ
SRFNHWV�RI�RSLXP�SRSS\�FXOWLYDWLRQ��WR�LQFUHDVH�LQWHUGLFWLRQ�RI�RSLDWHV�IURP�$IJKDQLVWDQ��WR�GLVPDQWOH
PDMRU�WUDIILFNLQJ�RUJDQL]DWLRQV��WR�HQKDQFH�FRRSHUDWLRQ�UHJDUGLQJ�WKH�H[WUDGLWLRQ�RI�QDUFRWLFV�IXJLWLYHV
WR�WKH�8�6���DQG�WR�HQFRXUDJH�*23�HIIRUWV�DJDLQVW�ZKLWH�FROODU�FULPH�VXFK�DV�PRQH\�ODXQGHULQJ�

%LODWHUDO�&RRSHUDWLRQ��7KH�8�6��SURYLGHG��������PLOOLRQ�LQ�QDUFRWLFV�FRQWURO�DVVLVWDQFH�WR�3DNLVWDQ
LQ�������7KLV�DPRXQW�LQFOXGHG����������IURP�'($�IRU�WKH�6SHFLDO�,QYHVWLJDWLYH�&HOO��6,&��ZLWKLQ�WKH
$1)��,Q�DGGLWLRQ�WR�QDUFRWLFV�ODZ�HQIRUFHPHQW��WKH�8�6��FRQWLQXHV�WR�IXQG�FURS�FRQWURO�SURMHFWV�LQ
0RKPDQG�DQG�%DMDXU�DQG�SXEOLF�DZDUHQHVV�SURMHFWV�LQ�VXSSRUW�RI�3DNLVWDQ
V�GHPDQG�UHGXFWLRQ�HIIRUWV�

7KH�$1)�FRQWLQXHV�WR�FRRSHUDWH�HIIHFWLYHO\�ZLWK�'($�WR�UDLVH�LQYHVWLJDWLYH�VWDQGDUGV��7KH�FUHDWLRQ
RI�WKH�6,&��WUDLQHG�DQG�HTXLSSHG�E\�WKH�8�6���KDV�EHHQ�D�PLOHVWRQH�LQ�LPSURYLQJ�*23�FRXQWHUQDUFRWLFV
HIIRUWV��7KH�6,&�WDUJHWV�PDMRU�GUXJ�WUDIILFNLQJ�RUJDQL]DWLRQV�DQG�ILUVW�\HDU�UHVXOWV�KDYH�EHHQ
HQFRXUDJLQJ��:LWK�WKLV�VXFFHVV��SODQV�DUH�XQGHUZD\�WR�H[SDQG�6,&�RSHUDWLRQV�

6WUHQJWKHQLQJ�LQWHU�DJHQF\�FRRSHUDWLRQ�UHPDLQV�D�SULRULW\��SDUWLFXODUO\�LQ�%DOXFKLVWDQ�DQG�WKH�1:)3�
8�6��IXQGHG�FURS�FRQWURO�SURMHFWV�LQ�1:)3
V�0RKPDQG�DQG�%DMDXU�DJHQFLHV�FRQWULEXWHG�WR�WKH�QHDU
HOLPLQDWLRQ�RI�SRSS\�FXOWLYDWLRQ�LQ�������,Q�0RKPDQG��FXOWLYDWLRQ�GHFOLQHG�IURP�����KD�LQ������WR���
KD�LQ�������LQ�%DMDXU��IURP����KD�WR����KD�

3DNLVWDQ�DOVR�UHFHLYHG�FRXQWHUQDUFRWLFV�DVVLVWDQFH�IURP�RWKHU�VRXUFHV�LQ�������3ULQFLSDO�DPRQJ�WKHVH
ZHUH�81'&3�DQG�WKH�8QLWHG�.LQJGRP��$������PLOOLRQ�81'&3�IXQGHG�WKUHH�\HDU�QDUFRWLFV�ODZ
HQIRUFHPHQW�SURJUDP�VWDUWHG�LQ������LV�QRZ�SURJUHVVLQJ�ZHOO�ZLWK�GRQRUV
�VXSSRUW��FRPSOHPHQWLQJ
8�6��ELODWHUDO�DVVLVWDQFH��81'&3�DOVR�VXSSRUWV�DQ�HQIRUFHPHQW�SURMHFW�IXUWKHULQJ�FRXQWHUQDUFRWLFV
FRRSHUDWLRQ�EHWZHHQ�,UDQ�DQG�3DNLVWDQ��LV�XSJUDGLQJ�WKUHH�IRUHQVLF�ODERUDWRULHV�WR�WHVW�QDUFRWLFV��DQG
VXSSRUWV�WKH�*23
V�HIIRUWV�DW�HQIRUFLQJ�QDUFRWLFV�ODZV�ZLWKLQ�WULEDO�DUHDV�RI�3DNLVWDQ��7KH�81'&3
FRQGXFWHG�D�VXUYH\�RI�3DNLVWDQ
V�DGGLFW�SRSXODWLRQ�WR�GHWHUPLQH�EDVHOLQH�LQIRUPDWLRQ�RQ�GUXJ�DEXVH�

7KH�5RDG�$KHDG��7KH�8�6��ZLOO�ZRUN�FORVHO\�ZLWK�WKH�*23�WR�WDUJHW�PDMRU�KHURLQ�WUDIILFNLQJ
RUJDQL]DWLRQV�DQG�LQFUHDVH�VHL]XUHV�RI�ODUJH�VKLSPHQWV�RI�RSLDWHV��SDUWLFXODUO\�WKRVH�WUDQVLWLQJ�WKURXJK
FRDVWDO�DUHDV�RI�%DOXFKLVWDQ�DQG�SUHFXUVRU�FKHPLFDOV��7KH�6,&�ZLOO�SOD\�DQ�LPSRUWDQW�UROH�LQ�WKLV
VWUDWHJ\��7KH�8�6��ZLOO�XUJH�WKH�*23�WR�IXOO\�LPSOHPHQW�81�6HFXULW\�&RXQFLO�5HVROXWLRQ�������ZKLFK
UHTXLUHV�DOO�VWDWHV�WR�SUHYHQW�WKH�VDOH��VXSSO\��RU�WUDQVIHU�RI�DFHWLF�DQK\GULGH�WR�DQ\�SHUVRQ�LQ�WKH
WHUULWRU\�RI�$IJKDQLVWDQ�XQGHU�7DOLEDQ�FRQWURO��7KH�86*�ZLOO�HQFRXUDJH�*23�HIIRUWV�WR�FRQVROLGDWH
WKH�JDLQV�PDGH�LQ�WKH�FURS�FRQWURO�SURJUDP�DQG�WR�VXVWDLQ�WKH�HQIRUFHPHQW�RI�ODZ�ZLWKLQ�SRSS\
JURZLQJ�DUHDV�LQ�WKH�0RKPDQG�DQG�%DMDXU�DJHQFLHV��7KH�8�6��ZLOO�ZRUN�ZLWK�WKH�*23�WR�H[SHGLWH
H[WUDGLWLRQ�UHTXHVWV�DQG�WR�VWUHQJWKHQ�3DNLVWDQ
V�DELOLW\�WR�DWWDFN�PRQH\�ODXQGHULQJ��7KH�8�6��ZLOO
FRQWLQXH�HIIRUWV�WR�HQKDQFH�PDULWLPH�HQIRUFHPHQW �ZLWK�WKH�0DULWLPH�6HFXULW\�$JHQF\��&RDVW�*XDUG�
&XVWRPV��$1)��DQG�FRXQWULHV�LQ�WKH�UHJLRQ�DIIHFWHG�E\�QDUFRWLFV�WUDIILFNLQJ�IURP�$IJKDQLVWDQ�
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2SLXP
         

3RWHQWLDO�+DUYHVW ��� ����� ����� ����� ����� ����� ����� ����� �����



�KD�

(UDGLFDWLRQ��KD� ����� ����� ����� ��� ��� � ��� ��� ���

&XOWLYDWLRQ��KD� ����� ����� ����� ����� ����� ����� ����� ����� �����

3RWHQWLDO�<LHOG

�PW�
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6HL]XUHV
         

2SLXP��PW� ���� ����� ���� ���� ���� ������ ����� ���� ���

+HURLQ��PW� ���� ���� ���� ���� ���� ����� ���� ��� ���

+DVKLVK�0DULMXDQD

�PW�

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

/DEV�'HVWUR\HG � � � � �� �� �� �� ��

$FHWLF�$QK\GULGH

�OWU�

�� ��� ������ �����
     

$UUHVWV ������ ������ ������ ������ ������ ������ ������ ������ ������

8VHUV��WKRXVDQGV�
         

2SLXP�+HURLQ
     

��� ����� ����� �����

2SLXP��VLQFH

�����

��� ��� ��� ��� ��
    

+HURLQ��VLQFH

�����

����� ����� ����� ����� �����
    

&DQQDELV ����� ����� ����� ����� ��� ����� ����� ����� �����

2WKHU�'UXJV ��� ��� ��� ��� ��� ��� �� �� ��

(1) Figures 1999 have been corrected to reflect full year.

Sri Lanka

,��6XPPDU\

6UL�/DQND�FRQWLQXHG�LWV�QDWLRQ�ZLGH�GHPDQG�UHGXFWLRQ�FDPSDLJQ�LQ�������(IIRUWV�DW�SXEOLF�HGXFDWLRQ
RQ�GUXJ�DEXVH�DOVR�FRQWLQXHG�LQ�������ZLWK�WKH�VXSSRUW�RI�WKH�8�6��(PEDVV\��7KH�FRXQWU\�UHPDLQHG�D
VWURQJ�UHJLRQDO�SOD\HU�LQ�FRXQWHUQDUFRWLFV�FRRSHUDWLRQ��7KH�*RYHUQPHQW�RI�6UL�/DQND�FRQWLQXHG�WR



PDNH�DYDLODEOH�D�8�6��*RYHUQPHQW�IXQGHG�GDWDEDVH�RQ�QDUFRWLFV�DUUHVWV�DQG�UHODWHG�GDWD�WR�RWKHU
FRXQWULHV�LQ�WKH�6RXWK�$VLDQ�$VVRFLDWLRQ�IRU�5HJLRQDO�&RRSHUDWLRQ��6$$5&���,PSOHPHQWDWLRQ�RI�WKH
&RXQWHUQDUFRWLFV�0DVWHU�3ODQ��EHJXQ�LQ�������DOVR�FRQWLQXHG��&DQQDELV�HUDGLFDWLRQ�DQG�VHL]XUHV
GHFUHDVHG�IURP�������DQG�WKH�QXPEHU�RI�GUXJ�UHODWHG�DUUHVWV�GHFUHDVHG�VOLJKWO\��DOWKRXJK�KHURLQ�DQG
RSLXP�VHL]XUHV�H[FHHGHG������UDWHV�GXH�PDLQO\�WR�D�UHFRUG����NLORJUDP�KHURLQ�FDWFK�LQ�-XQH��,Q������
6UL�/DQND��D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��DJDLQ�IDLOHG�WR�FRQVLGHU�HQDEOLQJ�OHJLVODWLRQ�IRU�LWV
LPSOHPHQWDWLRQ��7KH�*26/�KDV�GUDIWHG�OHJLVODWLRQ�WR�XSGDWH�H[LVWLQJ�DQWLQDUFRWLFV�VWDWXWHV��EXW�GLG
QRW�VXEPLW�OHJLVODWLRQ�RQ�WKH�FRQWURO�RI�SUHFXUVRU�FKHPLFDOV�WR�SDUOLDPHQW�

,,��6WDWXV�RI�&RXQWU\

6UL�/DQND�KDV�D�FRPSDUDWLYHO\�PRGHVW�GUXJ�SUREOHP��EXW�D�QXPEHU�RI�UHFHQW�KHURLQ�VHL]XUHV�LQ�,QGLD
ERXQG�IRU�6UL�/DQND�DQG�LQ�WKH�*XOI�RI�0DQQDU�EHWZHHQ�,QGLD�DQG�6UL�/DQND�FRQILUP�WKH�H[LVWHQFH�RI�D
KHURLQ�WUDIILFNLQJ�SLSHOLQH�LQ�WKH�DUHD��$�VOLJKW�EXW�VWHDG\�LQFUHDVH�LQ�QDUFRWLFV�FRQVXPSWLRQ³
SDUWLFXODUO\�KHURLQ³FRQWLQXHG�LQ�������7KH�0LQLVWU\�RI�'HIHQVH��02'���XQGHU�ZKRVH�MXULVGLFWLRQ�WKH
SROLFH�VHUYH��KDV�RYHUDOO�UHVSRQVLELOLW\�IRU�FRXQWHUQDUFRWLFV�DQG�GHPDQG�UHGXFWLRQ�DFWLYLWLHV��EXW�WKH
FRQIOLFW�ZLWK�WKH�/LEHUDWLRQ�7LJHUV�RI�7DPLO�(HODP��/77(��VHSDUDWLVWV�GUDLQV�WKH�0LQLVWU\
V�UHVRXUFHV�
OHDYLQJ�LW�OLPLWHG�SHUVRQQHO��WLPH�DQG�IXQGLQJ�WR�DGGUHVV�WKH�GUXJ�SUREOHP��7KH�FRQIOLFW�DEVRUEV�WKH
DWWHQWLRQ�RI�6UL�/DQND
V�QDYDO�IRUFHV�DQG�SUHYHQWV�WKH�DGHTXDWH�SDWURO�RI�6UL�/DQND
V�������PLOHV�RI
FRDVWOLQH��7KH�LVODQG
V�SRSXODULW\�DV�D�WUDQVVKLSPHQW�SRLQW�IRU�QDUFRWLFV�IURP�6RXWK�$VLD�KDV
FRQVHTXHQWO\�JURZQ��EXW�WKHUH�LV�QR�HYLGHQFH�WKDW�WKHVH�GUXJV�UHDFK�WKH�8�6��LQ�DQ\�VLJQLILFDQW
TXDQWLW\��3ROLFH�RIILFLDOV�LQ�WKH�VRXWKHUQ�,QGLDQ�VWDWH�RI�7DPLO�1DGX�FRQWLQXH�WR�UHSRUW�GUXJ�VPXJJOLQJ
DFWLYLWLHV�DPRQJ�6UL�/DQNDQ�7DPLO�UHIXJHHV�OLYLQJ�WKHUH�DQG�H[SUHVV�FRQFHUQ�WKDW�PXFK�RI�WKH�GUXJ
WUDIILFNLQJ�LQ�VRXWKHUQ�,QGLD�LQ������ZDV�GHVWLQHG�IRU�6UL�/DQND��6RPH�EHOLHYH�WKH�/77(�KHOSV�ILQDQFH
LWV�LQVXUJHQF\�WKURXJK�GUXJ�WUDIILFNLQJ��DOWKRXJK�QHLWKHU�WKH�8�6��*RYHUQPHQW�QRU�WKH�3ROLFH�1DUFRWLFV
%XUHDX��31%��KDV�ILUP�HYLGHQFH�WR�VXSSRUW�WKLV�VXVSLFLRQ�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��7KH�*RYHUQPHQW�RI�6UL�/DQND��*26/��FRQWLQXHG�WR�LPSOHPHQW�D�FRXQWHUQDUFRWLFV
PDVWHU�SODQ�GHYHORSHG�LQ������LQ�FRQVXOWDWLRQ�ZLWK�WKH�81'&3��$W�WKH�HQG�RI�WKH�\HDU��WKH�*26/
ZDV�VWLOO�UHYLHZLQJ�D�FRPSUHKHQVLYH�FRXQWHUQDUFRWLFV�OHJLVODWLYH�SDFNDJH�GUDIWHG�ZLWK�H[SHUW�KHOS�IURP
WKH�81�E\�WKH�1DWLRQDO�'DQJHURXV�'UXJV�&RQWURO�%RDUG��1''&%���WKH�JRYHUQPHQW�DJHQF\
UHVSRQVLEOH�IRU�FRRUGLQDWLQJ�QDWLRQDO�GUXJ�SROLFLHV��7KH�SDFNDJH�IRFXVHV�RQ�WKUHH�FRXQWHUQDUFRWLFV
LVVXHV�����UHIRUPLQJ�WKH�3RLVRQV��2SLXP�DQG�'DQJHURXV�'UXJV�RUGLQDQFH�WR�LQFOXGH�D�EDQ�RQ�SUHFXUVRU
FKHPLFDOV�DQG�RQ�QDUFRWLFV�UHODWHG�PRQH\�ODXQGHULQJ�����HQDFWLQJ�OHJLVODWLRQ�WR�LPSOHPHQW�WKH�����
81�&RQYHQWLRQ�DQG�WKH������6$$5&�&RQYHQWLRQ�RQ�1DUFRWLF�'UXJV�DQG�3V\FKRWURSLF�6XEVWDQFHV�
LQFOXGLQJ�SURYLVLRQV�IRU�H[WUDGLWLRQ�DQG�PXWXDO�OHJDO�DVVLVWDQFH��DQG����LQLWLDWLQJ�OHJLVODWLRQ�IRU�WKH
WUHDWPHQW�DQG�UHKDELOLWDWLRQ�RI�GUXJ�DGGLFWV��7KH�GUDIW�OHJLVODWLRQ�LV�WZR�\HDUV�ROG�

,OOLFLW�&XOWLYDWLRQ�DQG�3URGXFWLRQ�RI�,OOLFLW�1DUFRWLF�6XEVWDQFHV��&DQQDELV�LV�WKH�RQO\�LOOLFLW
QDUFRWLF�FXOWLYDWHG�DQG�SURGXFHG�LQ�6UL�/DQND��&DQQDELV�JURZQ�LQ�6UL�/DQND�KDV�QR�VLJQLILFDQW�HIIHFW
RQ�WKH�8�6��0RVW�FDQQDELV�FXOWLYDWLRQ�RFFXUV�LQ�KHDY\�MXQJOH�LQ�WKH�VRXWKHDVWHUQ�SDUW�RI�WKH�LVODQG�
QHDU�DUHDV�RI�FRQIOLFW��'XH�WR�VWDIILQJ�OLPLWDWLRQV�EURXJKW�RQ�E\�WKH�FRQIOLFW�DQG�WKH�ORFDWLRQ�RI�WKH
ILHOGV��WKH�SROLFH�ORFDWHG�DQG�GHVWUR\HG�RQO\�RQH�ODUJH�ILHOG�RI�FDQQDELV�LQ�������D�IRXU�DFUH�SORW
FRQWDLQLQJ�QHDUO\��������NLORJUDPV��LQ�-DQXDU\��DQG�D�WRWDO�RI����DFUHV�QDWLRQDOO\��3ROLFH�FRQWLQXH�WR
UHO\�SULPDULO\�RQ�LQIRUPDQWV�WR�ILQG�FDQQDELV�FXOWLYDWLRQ�

5HJLRQDO�&RRSHUDWLRQ��6UL�/DQND�LV�DFWLYH�LQ�UHJLRQDO�DQWLQDUFRWLFV�FRRSHUDWLRQ��$�FRPSXWHU�SURJUDP
GHYHORSHG�E\�WKH�31%�DQG�IXQGHG�E\�WKH�8�6��*RYHUQPHQW�KRVWV�D�UHJLRQDO�GDWDEDVH�RI�QDUFRWLFV
DUUHVWV��PRQLWRULQJ�DQG�RWKHU�LQIRUPDWLRQ��/DZ�HQIRUFHPHQW�DJHQFLHV�WKURXJKRXW�6$$5&�KDYH�DFFHVV
WR�WKH�GDWDEDVH��DOWKRXJK�ORFDO�RIILFLDOV�FODLP�PDQ\�FRXQWULHV�LQ�WKH�UHJLRQ�GLG�QRW�FRQWULEXWH�HQRXJK
LQIRUPDWLRQ�WR�WKH�GDWDEDVH�LQ������IRU�WKH�SURJUDP�WR�EH�XVHIXO��7KH�1''&%�WDNHV�WKH�OHDG�LQ
GUDIWLQJ�OHJLVODWLRQ�DQG�HQFRXUDJLQJ�UHJLRQDO �FRRSHUDWLRQ�RQ�SUHFXUVRU�FRQWURO�DQG�LQ������GUDIWHG�D
YROXQWDU\�FRGH�RI�FRQGXFW�IRU�OHJDO�SUHFXUVRU�FKHPLFDO�LPSRUWHUV��7KH�1''&%�KRSHV�WKH�SULYDWH
VHFWRU�ZLOO�DGRSW�WKH�FRGH�IRUPDOO\�LQ������

'XULQJ�������WKH�'UXJ�$GYLVRU\�3URJUDP��'$3��RI�WKH�&RORPER�3ODQ��DQ�LQWHUQDWLRQDO�RUJDQL]DWLRQ
KHDGTXDUWHUHG�LQ�6UL�/DQND��FRQGXFWHG�VXFFHVVIXO�QDUFRWLFV�WUDLQLQJ�SURJUDPV�LQ�WKH�UHJLRQ��SDUWLDOO\
IXQGHG�E\�WKH�8�6��,Q�6HSWHPEHU��WKH�'$3�XVHG�86*�IXQGV�WR�FRQYHQH�WKH�7KLUG�*OREDO�&RQIHUHQFH
RQ�'UXJ�$EXVH�3ULPDU\�3UHYHQWLRQ�LQ�,WDO\��0RUH�WKDQ�����SDUWLFLSDQWV�IURP����FRXQWULHV�DWWHQGHG�

'RPHVWLF�3URJUDPV�'HPDQG�5HGXFWLRQ��7KH�1''&%�FDUULHG�RXW�DQ�LVODQG�ZLGH�RXWUHDFK
FDPSDLJQ�LQ������DQG�FRQGXFWHG�LQGLYLGXDO�FRXQVHOLQJ�VHVVLRQV�ZLWK��������GUXJ�DEXVHUV�LQ�XUEDQ
DUHDV��%DVHG�RQ�WKLV�SURMHFW��1''&%�VRXUFHV�HVWLPDWH�WKH�WRWDO�QXPEHU�RI�DGGLFWV�DW��������WR



��������,Q�������WKH�JRYHUQPHQW�HVWLPDWHG�WKH�QXPEHU�RI�KHURLQ�DGGLFWV�DW���������DOWKRXJK�D�ZRUOG
KHDOWK�RUJDQL]DWLRQ�IXQGHG�VXUYH\�LQ������HVWLPDWHG�WKHUH�ZHUH�RQO\��������DGGLFWV�

7KH�1''&%�KDV�FRQWLQXHG�DQ�DJJUHVVLYH��QDWLRQ�ZLGH�GUXJ�HGXFDWLRQ�FDPSDLJQ�WKDW�IHDWXUHV�D
ZHHNO\�QDWLRQDO�UDGLR�SURJUDP��7KH�1''&%�DOVR�KDV�KHOG�VHPLQDUV�IRU�MXGLFLDO�RIILFHUV��WUDLQLQJ
FRXUVHV�IRU�SROLFH�RIILFHUV��KXQGUHGV�RI�GUXJ�DZDUHQHVV�VHPLQDUV�IRU�VWXGHQWV��WHDFKHUV�DQG�SDUHQWV�
DQG�WUDLQLQJ�SURJUDPV�RQ�GUXJ�DEXVH�SUHYHQWLRQ��7KH�1''&%�KDV�HVWDEOLVKHG�\RXWK�FDPSV�IRU�\RXWK
OHDGHUV�DQG�WUHDWPHQW�SURJUDPV�DW�UHVLGHQWLDO�WUHDWPHQW�FHQWHUV��$�IDPLO\�EDVHG�SUHYHQWLRQ�WUHDWPHQW
SURJUDP�EHJXQ�LQ������FRQWLQXHG�WR�IXQFWLRQ�LQ�������,Q�DGGLWLRQ��WKH�QXPEHU�RI�SHRSOH�XWLOL]LQJ
UHKDELOLWDWLRQ�FHQWHUV�KDV�LQFUHDVHG��7KH�&RORPER�3ODQ�VXSSRUWHG�VHYHUDO�ORFDO�RUJDQL]DWLRQV�WUDLQLQJ
YROXQWHHU�GUXJ�FRXQVHORUV��$Q�RIILFHU�IURP�WKH�8�6��(PEDVV\�VSRNH�DW�DQ�DZDUGV�FHUHPRQ\�IRU�RQH�RI
WKHVH�SURJUDPV�LQ������

/DZ�(QIRUFHPHQW�(IIRUWV��7KH�31%��WKH�&XVWRPV�6HUYLFH��DQG�WKH�'HSDUWPHQW�RI�([FLVH�VKDUH
UHVSRQVLELOLW\�IRU�FRXQWHULQJ�FDQQDELV�SURGXFWLRQ��7RWDO�VHL]XUHV�RI�FDQQDELV�GHFUHDVHG�LQ�����³����
PHWULF�WRQV��07��WKURXJK�1RYHPEHU��FRPSDUHG�WR�IXOO�\HDU�ILJXUHV�RI������PHWULF�WRQV�LQ������DQG
�����PHWULF�WRQV�LQ�������7KH�31%�UHSRUWHG�DUUHVWV�RI��������SHRSOH�RQ�GUXJ�UHODWHG�FKDUJHV�WKURXJK
1RYHPEHU�������7KLV�FRPSDUHG�WR�IXOO�\HDU�ILJXUHV�RI��������DUUHVWHG�LQ������DQG��������DUUHVWHG�LQ
������7KH�31%�KLUHG����QHZ�RIILFHUV�LQ�$XJXVW������WR�H[SDQG�HIIRUWV�WR�FRPEDW�D�PRGHVW�LQFUHDVH�LQ
QDUFRWLFV�DEXVH�DQG�WUDIILFNLQJ��7KURXJK�1RYHPEHU�������PRVW�RI�WKRVH�DUUHVWHG�IRU�QDUFRWLFV�UHODWHG
RIIHQVHV�KDG�WKHLU�FDVHV�UHIHUUHG�WR�WKH�$WWRUQH\�*HQHUDO
V�2IILFH�IRU�SURVHFXWLRQ�

&RUUXSWLRQ��7KHUH�ZDV�QR�HYLGHQFH�SXEOLF�RIILFLDOV�HQJDJHG�LQ�QDUFRWLFV�WUDIILFNLQJ�LQ�������DOWKRXJK
WKHUH�ZHUH�DOOHJDWLRQV�WKDW�SROLFH�RIILFHUV�LQ�WKH�SURYLQFHV�DFFHSWHG�EULEHV�LQ�UHWXUQ�IRU�LJQRULQJ�GUXJ
WUDIILFNLQJ��,Q�������WKH�*26/�VHW�XS�D�SHUPDQHQW�FRPPLVVLRQ�WR�LQYHVWLJDWH�FKDUJHV�RI�EULEHU\�DQG
FRUUXSWLRQ�DJDLQVW�SXEOLF�RIILFLDOV��DOWKRXJK�WKH�FRPPLVVLRQ�HIIHFWLYHO\�VWRSSHG�IXQFWLRQLQJ�LQ�����
GXH�WR�SROLWLFDO�LQ�ILJKWLQJ��1R�QDUFRWLFV�UHODWHG�FRUUXSWLRQ�FDVHV�KDYH�HPHUJHG�IURP�WKH�FRPPLVVLRQ�

$JUHHPHQWV�DQG�7UHDWLHV��6UL�/DQND�KDV�VLJQHG�WKH������81�'UXJ�&RQYHQWLRQ�DQG�WKH�����
6$$5&�&RQYHQWLRQ�RQ�1DUFRWLF�'UXJV�DQG�3V\FKRWURSLF�6XEVWDQFHV��(QDEOLQJ�OHJLVODWLRQ�IRU�ERWK
FRQYHQWLRQV��GUDIWHG�LQ�������KDV�VWLOO�QRW�EHHQ�SUHVHQWHG�WR�SDUOLDPHQW��7KH�GUDIW�OHJLVODWLRQ�LQFOXGHV
VSHFLILF�SURYLVLRQV�IRU�H[WUDGLWLRQ�IRU�QDUFRWLFV�UHODWHG�RIIHQVHV��6UL�/DQND�DQG�WKH�8�6��VLJQHG�D�QHZ
JHQHUDO�H[WUDGLWLRQ�WUHDW\�LQ�������ZKLFK�HQWHUHG�LQWR�IRUFH�LQ�-DQXDU\�������6UL�/DQND�KDV�DOVR�VLJQHG
WKH�:RUOG�&XVWRPV�2UJDQL]DWLRQ��:&2��,QWHUQDWLRQDO�&RQYHQWLRQ�RQ�0XWXDO�$GPLQLVWUDWLYH
$VVLVWDQFH�IRU�WKH�3UHYHQWLRQ��,QYHVWLJDWLRQ�DQG�5HSUHVVLRQ�RI�&XVWRPV�2IIHQVHV��ZKLFK�LV�NQRZQ�DV
WKH�1DLUREL�&RQYHQWLRQ��6UL�/DQND�VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO�2UJDQL]HG�&ULPH
DQG�LWV�3URWRFROV�LQ�'HFHPEHU�������

'UXJ�)ORZ�7UDQVLW��+HURLQ�LV�WKH�RQO\�NQRZQ�QDUFRWLF�WR�WUDQVLW�6UL�/DQND�LQ�VLJQLILFDQW�TXDQWLWLHV�
,Q�������WKH�31%�GHWHFWHG�DQG�VHL]HG�VHYHUDO�KHURLQ�VKLSPHQWV�IURP�,QGLD�DW�.DWXQD\DNH
,QWHUQDWLRQDO�DLUSRUW�DQG�LQ�-XQH�PDGH�D�UHFRUG�FDWFK�RI����NLORJUDPV�RI�KHURLQ�DIWHU�LQWHUFHSWLQJ�D
VPDOO�YHVVHO�FURVVLQJ�IURP�VRXWKHUQ�,QGLD�WR�WKH�FRDVWDO�FLW\�RI�&KLODZ��7KH�31%�VD\V�WKLV�FDVH
LOOXVWUDWHV�WKH�FRDVW
V�YXOQHUDELOLW\�WR�WUDQVVKLSPHQWV�RI�KHURLQ�IURP�,QGLD��6UL�/DQND�KDV�QR�&RDVW
*XDUG�DQG�WKH�1DY\�LV�SUHRFFXSLHG�ZLWK�/77(�PLOLWDU\�RSHUDWLRQV�

/DUJH�KDXOV�E\�,QGLDQ�DQG�6UL�/DQND�DXWKRULWLHV�RI�KHURLQ�DQG�RSLXP�VKLSPHQWV�ERXQG�IRU�6UL�/DQND
DUH�HYLGHQFH�RI�\HW�DQRWKHU�QDUFRWLFV�SLSHOLQH�LQ�6RXWK�$VLD��,Q�-XQH������FRXQWHUQDUFRWLFV�RIILFLDOV�LQ
7DPLO�1DGX�DUUHVWHG�IRXU�,QGLDQ�QDWLRQDOV�WUDQVSRUWLQJ����NLORJUDPV�RI�KLJK�SXULW\�KHURLQ�ERXQG�IRU
6UL�/DQND��SUHVXPDEO\�IRU�WUDQVVKLSPHQW��,Q�2FWREHU�DQG�1RYHPEHU������WKH�,QGLDQ�1DUFRWLFV
&RQWURO�%XUHDX��1&%��DUUHVWHG�6UL�/DQNDQV�RSHUDWLQJ�KHURLQ�WUDIILFNLQJ�RSHUDWLRQV�LQ�,QGLD�DQG�VHL]HG
����NLORJUDPV�RI�KHURLQ�PDUNHG�IRU�VKLSPHQW�WR�WKH�LVODQG��1&%�RIILFLDOV�EHOLHYH�PXFK�RI�WKH�KHURLQ
VHL]HG�LQ�VRXWKHUQ�,QGLD�HDFK�\HDU��DPRXQWLQJ�WR�KXQGUHGV�RI�NLORJUDPV��LV�ERXQG�IRU�6UL�/DQND��DQ
LPSRUWDQW�WUDQVVKLSPHQW�KXE�EHWZHHQ�WKH�0LGGOH�(DVW�DQG�(DVW�$VLD��7KH�LVODQG
V�UHODWLYHO\�VPDOO
QXPEHU�RI�KHURLQ�XVHUV�VXJJHVWV�D�WUDQVVKLSPHQW�UROH�IRU�6UL�/DQND��7KHUH�DUH�QR�GDWD��KRZHYHU�
LQGLFDWLQJ�WKLV�KHURLQ�UHDFKHV�WKH�8�6�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

7KH�8�6��*RYHUQPHQW�ZRUNV�ZLWK�6UL�/DQNDQ�FRXQWHUQDUFRWLFV�RUJDQL]DWLRQV�LQ�VXSSRUW�RI�WKHLU�HIIRUWV
WR�SURPRWH�DZDUHQHVV�RI�WKH�GDQJHUV�RI�QDUFRWLFV�DPRQJ�WKH�JHQHUDO�SRSXODWLRQ��,Q�DGGLWLRQ�WR
SURYLGLQJ�RFFDVLRQDO�PDWHULDO�DQG�ILQDQFLDO�VXSSRUW��WKH�8�6��(PEDVV\�LQ�6UL�/DQND�KDV�SDUWLFLSDWHG
DFWLYHO\�LQ�FRPPXQLW\�DZDUHQHVV�VHPLQDUV��7KH�8�6��*RYHUQPHQW�KRSHV�WR�DGYDQFH�VHOI�VXIILFLHQF\
DQG�FRRSHUDWLRQ�DPRQJ�ODZ�HQIRUFHPHQW�DQG�RWKHU�JRYHUQPHQW�RIILFLDOV�ZRUNLQJ�RQ�QDUFRWLFV�LVVXHV�LQ
6UL�/DQND�DQG�WKH�UHJLRQ��7KH�8�6��KDV�VXSSRUWHG�UHJLRQDO�HIIRUWV�E\�SURYLGLQJ�RYHU����������WR�WKH
&RORPER�3ODQ
V�'UXJ�$GYLVRU\�3URJUDP�IURP������WKURXJK����� �



%LODWHUDO�&RRSHUDWLRQ��,Q�SUHYLRXV�\HDUV��WKH�8�6��KDV�DVVLVWHG�VHYHUDO�6UL�/DQNDQ�RUJDQL]DWLRQV�LQ
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DQG�*HUPDQ�JRYHUQPHQWV�
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Albania

I. Summary

Drug trafficking remains a significant issue for Albania. Organized crime uses Albania as a transit point for
drug smuggling due to its strategic location, weak police and judicial systems, and lax border controls. The
most common illegal drugs are heroin, cocaine and marijuana. Heroin is typically routed through the "Balkans
Route" of Turkey-‐‑Bulgaria-‐‑Macedonia-‐‑Albania, and on to Italy and Greece. Although Albania is not a major
transit country for drugs coming into the United States, it remains a country of concern to the U.S. Drug abuse
is a growing problem, but remains on a small scale compared with Western Europe. Statistics continue to be
unreliable on drug trafficking or use, and the public is generally unaware of the problems associated with
drugs.

The Government of Albania (GOA), largely in response to international pressure and assistance, has been
confronting criminal elements more aggressively. This continues to be an uphill battle because of lack of
resources and corruption in Albania. The government established an antidrug unit in 1998 under the Ministry
of Public Order and, in 1999, drafted legislation calling for national coordination to combat drugs and improve
investigations of drug-‐‑related crimes. Albania is not a party to the UN Drug Convention.

II. Status of Country

The government is continuing its efforts to build security and stability throughout Albania. Police
professionalism has increased, especially among units that defend public order. The judiciary is engaged in
improving the legal system with technical assistance from the U.S. Department of State and U.S. Justice
Department, though it remains weak and subject to corruption. The current government of Prime Minister Ilir
Meta has been in power since October 1999, and has begun to implement commitments to crack down on
organized crime. The Albanian military and police work closely with the Italian police and coastal patrol
organizations to shut down smuggling runs of illegal immigrants, drugs and other contraband across the
Adriatic to Italy. In November 2000, the government mounted an antitrafficking initiative, Operation Eagle, that
increased cooperation with these organizations, particularly in the port city of Vlore, a known trafficking center
in drugs, illegal migrants, weapons and other contraband.

Plagued by severe unemployment, crime, and lack of infrastructure, the Albanian public focuses little public
attention or debate on the problem of drug abuse. There are no independent organizations that compile data
on drug use in Albania, nor are significant government assets dedicated to tracking the problem. But Albania is
experiencing an upsurge in drug abuse by younger Albanians. Heroin and marijuana are abused; cocaine is
also available, but is expensive, and this fact restricts its use. Heroin is imported from the Former Yugoslav
Republic of Macedonia, but originates in Afghanistan; marijuana is produced domestically. Local addicts also
use a powerful synthetic morphine called pethidine. The limited press and media coverage on the subject
speculates that drug use, especially among adolescents in cities, is on the rise. There are no special treatment
centers for drug addicts.

III. Country Action Against Drugs in 2000

Policy Initiatives. In 1998, the Ministry of Public Order opened an antidrug unit, which remains understaffed
and lacking basic equipment. In 1999, the government drafted two laws that derive partially from the 1998 UN
Drug Convention. These laws call for national coordination of policies regarding use and trafficking of
narcotics as well as establishing a framework to improve criminal investigations in drug-‐‑related cases. As of
December 2000, no date was set for parliament to consider these drafts. The government is also taking an
active role with its Balkan neighbors bilaterally and in regional initiatives to combat organized crime. Albania is
a participant in the Stability Pact and the Southeast European Cooperation Initiative (SECI).
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Accomplishments. Although antidrug authorities do not have the capacity to determine crop sizes and yields,
they estimate that police destroyed more than 256,000 marijuana plants in the first 11 months of 2000,
believed to be more than 50 percent of the total harvest.

Law Enforcement Efforts. Authorities report that in 2000, police arrested 640 persons for drug trafficking,
four of them foreign citizens (one American, two Turks, and one Greek). The police seized 23.5 kilograms of
heroin, 28 kilograms of cocaine, and over two liters of hashish oil. Asset seizure was legalized as an anti-‐‑
smuggling weapon in 1998, when legislation was passed that allows for the seizure and sale of boats used for
smuggling. In August 2000, Parliament passed a new Anti-‐‑Speedboat law that enables police to seize
speedboats used in illegal trafficking, including drugs, not only at sea, as was the case in the past, but on land
as well.

Illicit Cultivation and Production. With the exception of cannabis, Albania is not known as a major producer
of illicit drugs. According to authorities of the Ministry of Public Order's antidrug unit, in 2000, cannabis is the
only drug grown and produced in Albania, and is typically for consumption or sale in Belgium, France,
Germany, Greece, and Italy. Metric ton quantities of Albanian marijuana have been seized in Greece and Italy.
The Ministry of Public Order reported that police forces destroyed cannabis plants in 41 villages, mostly in
southern Albania. The ministry also reported a new trend(s): the growing of red poppies and cannabis in
Northern Albania.

Precursor Chemical Control. Albania is not a producer of significant qualities of precursor chemicals.
Albanian law does not address precursor chemicals.

Distribution. Corruption among police and magistrates hampers efforts to crack down on drug distribution,
though distribution is less of a problem than transit of illegal narcotics for international trafficking. However,
police efforts to combat distribution may be increasingly effective since the government now has greater
authority over areas previously out of their control.

Sale, Transport, and Financing. Organized crime plays a significant role in drug trafficking, including the
facilitation of sales, financial arrangements, and smuggling. The government, in cooperation with Italian
authorities, has made some progress in interdicting narcotics smugglers at sea.

Drug flow/Transit. Heroin and cocaine are the main drugs that transit Albania. Authorities report that heroin
typically follows through the "Balkan Route," while traffickers ship cocaine by air from the U.S. and Latin
America, with a stop in Albania, and then on to Western Europe.

Agreements and Treaties. The United States has an extradition treaty with Albania that entered into force on
November 13, 1935. As stated earlier, Albania is not a party to any of the UN Drug Conventions. Albania
signed the U.N Convention Against Transnational Organized Crime and its Protocols in December, 2000.

Demand Reduction. Drug abuse is a comparatively new problem in Albania and the government and Albanian
society have been slow to address it. Local and national authorities do not believe the problem is particularly
widespread, owing both to traditional cultural norms and low levels of discretionary income.

Corruption. Corruption remains a deeply entrenched problem. Low salaries and social acceptance of graft
make it difficult to combat corruption among police, magistrates, and border officials. In 2000, the Ministry of
Public Order established an Anti-‐‑Organized Crime directorate with technical assistance provided by the U.S.
Department of Justice's ICITAP and OPDAT with funding by the Department of State's Bureau of International
Narcotics and Law Enforcement Affairs (INL).

IV. U.S. Policy Initiatives and Programs

Bilateral and Multilateral Cooperation. The GOA continues to welcome assistance from the United States and
Western Europe. The U.S. is intensifying its activities in the areas of public order and legal reform with
expanded programming and additional staff members at the U.S. mission in Tirana. Additional U.S. advisors
will work with the Ministry of Public Order to support efforts to fight organized crime and trafficking in 2001.
Other USG, EU, and international programs include support for Albanian customs reform and enhanced border
controls, continued judicial training, efforts to improve cooperation between police and prosecutors, and
anticorruption programs. The U.S. continues to offer Department of Justice/ICITAP police training programs
and OPDAT training and technical assistance for prosecutors.

The Road Ahead. The U.S. will continue to push the Albanian government to encourage progress on illegal
drug trafficking and use law enforcement assistance efficiently, and support legal reform. The U.S. assistance
will increase in 2001 to provide additional guidance and training to law enforcement and judiciary bodies,
including the planned posting of two additional ICITAP experts to help establish the Ministry of Public Order's
Organized Crime Unit. EU and international efforts will provide the GOA with additional support.

Armenia



I. Summary

Armenia is not a major drug producing country, and domestic consumption is relatively small. The Government
of Armenia (GOAM), however, recognizing its potential as a transit route for international narcotics shipments,
is working to improve its interdiction ability. The Armenian parliament is presently considering legislation,
which would strengthen the Interior Ministry's mandate to combat drug trafficking. Because of limited
government resources, however, counternarcotics programs emphasize prevention with little funding for
treatment. Armenia is a party to the 1988 UN Drug Convention. It is expected that in January or February 2001
Armenia will sign an Agreement on Collaboration of Member States of the Commonwealth of Independent
States in Combating Illegal Trafficking of Narcotic, Psychotropic and Precursor Substances.

II. Status of Country

Because of its geographical position, Armenia has the potential to become a significant transit point for
international drug trafficking. Armenia is presently a secondary trafficking route for drugs because of limited
transport between it and neighboring countries. However, according to the Ministry of Interior, transit through
Armenia is increasing. The Interior Ministry estimates that 75 percent of all opiates in Armenia are being
smuggled from Iran, constituting about 50 percent of all narcotics smuggled into Armenia. Armenia's borders
with Azerbaijan and Turkey remain closed due to the Nagorno-‐‑Karabakh conflict, but when these borders
open, drug transiting could increase significantly. The GOAM's immediate concern is to prepare its law
enforcement capabilities for this situation.

Drug abuse is not a serious problem in Armenia. The local market for narcotics, according to the Interior
Ministry, is not large and the main drugs of choice are opium and cannabis. Heroin first appeared in the
Armenian drug market in 1996 and since then there has been a small upward trend in heroin sales.

The number of substance abusers has been on the rise over the past three years. The average age of users has
gone from 35 to 25 in recent years. The Ministry of Interior has reported an increase in drug use among 15 to
17 year olds, which may be explained in part by increased use of narcotics in cafes and nightclubs and a rise in
prostitution. The rising number of persons who have tested HIV positive, generally associated with drug use,
has also become a concern. It is estimated that the number of drug abusers in Armenia exceeds 10,000, of
that number 50 percent report consuming opiates. The average cost of treatment for one drug addict to the
state is USD250.

III. Country Actions Against Drugs in 2000

Policy Initiatives. The newly drafted General Section of the Criminal Code has passed all three parliamentary
readings and it is currently waiting Presidential approval. This section includes a draft law on narcotic drugs,
prepared by the Interior Ministry, pertaining specifically to psychotropic substances and includes provisions
that would give the Ministry a clear mandate as the lead agency for combating drug trafficking. The Interior
Ministry has also drafted a decree for the establishment of a joint committee to update the classification of
drugs and to introduce stricter control over licit production, sale, and distribution of pharmaceutical drugs of a
psychotropic nature.

Accomplishments. According to both the Ministry of Interior and the Office of the Prosecutor General (OPG),
during the first nine months of 2000, there have been 789 incidents of crime associated with illegal trafficking
in drugs registered, compared with 1062 for the same period of the previous year. This constitutes a decrease
by 273 incidents or 25.7 percent. To date according to the OPG, 54.0kg of narcotic substances have been
confiscated, against 43.1kg for the same period last year. The OPG explains this trend as a result of a more
active approach to uncovering criminals involved in the sale of narcotics.

According to the Office of the Prosecutor General domestic production, such as wild hemp, is grown primarily
in the Provinces of Ararat and Gegharkunik, and to a lesser extent in the Provinces of Armavir, Lori, and
Syunik. Importation of drugs to Armenia originates mainly from Russia, Iran and Turkey for Heroin; Russia,
Iran, Ukraine and Asian Countries for Opiates; and Iran for Marijuana. Motor vehicles are the main mode of
transportation, though other means such as planes are used as well.

Law Enforcement Efforts. In 1999, the Interior Ministry began to deploy joint teams of Armenian police and
customs representatives at each customs post and checkpoint. The Ministry obtained fifteen drug-‐‑sniffer dogs
from Western Europe for this purpose. Based on the Embassy's periodic review, initially the canine program
was deemed a success, but training of the dogs has not been adequately maintained and they are not
exercised on a regular basis, resulting in less effective skills of the dogs in the program.

Corruption. There were no cases reported of government officials being involved in drug-‐‑related corruption in
2000. However, corruption remains endemic in Armenia.

Agreements and Treaties. Armenia is a party to the 1988 UN Drug Convention, the 1961 UN Single
Convention as amended by the 1972 Protocol, and the 1971 Convention on Psychotropic Substances. Armenia



is a signatory to the 1992 Kiev and 1996 Dushanbe narcotics control assistance agreements of the NIS
countries. In 1999, Armenia, Georgia, and Iran signed a trilateral agreement on cooperation to combat drug
trafficking. Armenia has also signed bilateral agreements on cooperation against illicit traffic in narcotics and
psychotropic substances with the Customs Service of Turkmenistan, Customs Committee of Georgia, and the
Customs Committee of Tajikistan. The OPG expects that in January/February 2001 Armenia will sign an
Agreement on Collaboration of Member States of the Commonwealth of Independent States in Combating
Illegal Trafficking of Narcotic, Psychotropic and Precursor Substances.

Cultivation and Production. Cannabis (hemp) and opium poppy grow wild in northern areas of Armenia,
particularly in the Lake Sevan basin and in some mountainous areas. No illicit laboratories producing synthetic
drugs were discovered in Armenia in 2000.

Drug Flow/Transit. Transit of illegal drugs is recognized as the most serious concern for the GOAM, however,
no estimates of the total amount of drugs transported through Armenia are available. The main drug routes
run from Iran, to Russia and Ukraine and almost all heroin brought to Armenia originates from those countries.

Demand Reduction. Drug abuse is one of the most serious concerns of health authorities, due to poor
financing, a lack of communication with remote rural areas, and a lack of interest in "preventative actions" on
the part of local NGOs.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. Cooperation was established between the U.S. and Armenian law enforcement agencies
in a number of areas. Armenian officials have participated in U.S.-‐‑funded training sessions both in Armenia
and at the International Law Enforcement Academy (ILEA) in Budapest, Hungary. Armenian police officers and
border guards have attended training on investigative techniques, forensic techniques, crisis management,
domestic violence, and internal controls. Members of the legal sector have attended training on drafting
legislation, prosecutorial functions, judicial reform, and public corruption. The Armenians have teamed up with
U.S. advisors to work on launching a program that will combats money laundering and economic crimes for
Armenian law enforcement officers and judges.

The Road Ahead. The U.S.G. will continue working with the Armenian government to improve training of both
their law enforcement and rule of law sectors. There are plans to provide much needed equipment that will
enhance training in every area of concern. The Armenian government has agreed to continue its cooperation
with neighboring countries in a regional effort to control drug trafficking through the Caucasus.

Austria

I. Summary

Throughout 2000, Austria remained primarily a transit country for drug trafficking from the Balkans to Western
European markets. Organized drug trafficking is carried out largely by non-‐‑Austrian criminal groups. Austrian
authorities have expressed concern over the continued rise of organized crime, which they attribute
predominantly to Mafia-‐‑type gangs from Russia and other former East Bloc countries. Production or cultivation
of illegal substances in Austria remains insignificant. The law enforcement community believes the expanded
investigative tools, contained in several recently passed laws, give them the means to fight organized crime.
Austria made combating narcotrafficking a priority during its OSCE chairmanship in 2000. Cooperation with
U.S. authorities is excellent. Austria has been a party to the 1971 and 1988 UN drug conventions since 1997.

II. Status of Country

Production of illicit drugs in Austria continues to be marginal, but Austria remains a transit country for drugs
that organized crime syndicates transport along the major European drug routes. Seizures of heroin rose to
200 kilograms by November 2000 from 118.213 kilograms in 1999. Seizures of MDMA ("ecstasy") also rose
significantly in 2000. The number of drug-‐‑related deaths rose to 215 in 2000 from 174 in 1999. Unofficial
estimates place drug-‐‑related crime at about 30 percent of all offenses. Most organized drug crime can be
traced back to perpetrators in the NIS (Newly Independent States). Austria heeded a European court decision
and abolished anonymous passbook savings accounts in 2000, further hindering money-‐‑laundering
possibilities. This move also halted a related Financial Action Task Force (FATF) initiative to suspend Austria's
membership for noncompliance. Complementary legal measures in 2000 served to close remaining loopholes
for unmonitored transactions.

III. Country Action Against Drugs in 2000

Policy Initiatives. The new center-‐‑right coalition government (OVP/FPO), installed in February 2000, has
sought minor changes in Austria's liberal drug policies. Its policy objectives include measures to reduce the
decreed "limit quantities" (e.g. 20 grams for cannabis THC), over which drug use becomes a crime. One part of
the government has called for increases of the existing range of punishments for drug dealers. Drug experts
have termed these steps a move toward a more "repressive" drug policy, while the opposition Social Democrats



and Greens continue to favor total decriminalization of cannabis. The Government of Austria's strategy at the
same time includes a commitment to intensify drug prevention education. Existing legislation, last overhauled
in the 1998 Narcotic Substances Act, focuses on therapy for drug users and foresees severe penalties for drug
dealers. While drug dealers may face up to 20 years in prison, first-‐‑time users of cannabis may avoid criminal
proceedings if they agree to therapy.

Austrian investigators maintain that a 1998 law directed against organized crime, which allows technical
surveillance of persons "strongly suspected" of having committed "crimes punishable up to 10 years," has
helped them arrest a large number of drug dealers since its passage. A related investigative tool, the "Police
Powers Law," was amended in 2000 by the new government. It authorizes investigators to collect and analyze
information about likely extremist/terrorist groups without judicial approval and prior to the establishment of
"substantiated suspicion."

Accomplishments. With the help of new legal tools and the support of the DEA Office at the U.S. Embassy in
Vienna, police seized 104 kilograms of heroin at Vienna's Schwechat Airport in June 2000. This and most other
drugs seized in Austria in 2000 entered Austria by way of the Balkan route. In May 2000, authorities seized
1,170 kilograms of cannabis at the border crossing from Slovenia. Authorities believe the absence of major
cocaine seizures at Vienna's Airport, a traditional cocaine transit port, could be attributed to a redirection of
drug-‐‑smuggling routes. In the fall of 2000, Austrian authorities arrested members of an Austrian-‐‑Polish drug
ring, whom they accused of producing and selling illicit drugs (including 120,000 ecstasy tablets) worth $670
million. In December 2000, Austrian authorities destroyed a drug-‐‑ring in the state of Styria, arresting 16
suspected drug dealers. Also in December 2000, Austrian authorities, in cooperation with the DEA, seized 10.5
kilograms of heroin from a Polish, Russian, and German drug ring. Overall, authorities estimate that one out of
two criminal offenses in Austria is drug-‐‑related.

In 1999, authorities registered 17,597 cases of domestic drug-‐‑related criminal offenses, compared to 16,624
for the previous year; 2000 figures are not yet available. (Fifteen cases involved U.S. citizens). No major
changes in these figures are expected for 2000. According to a 1998 study, the country spent about $135
million annually (i.e., 0.27 percent of total budget outlays that year) to combat illegal drugs. Two-‐‑thirds of this
amount went into law enforcement efforts.

International Policy. As chair of the OSCE in 2000, Austria worked diligently to make the fight against drug
trafficking one of the priorities of its term. During its term as OSCE Chief, Austria sponsored an antidrug
summit in Tashkent/Uzbekistan in October 2000. Austria continues to cooperate within EU fora, to prioritize
social and health policy measures and to urge inclusion of NGOs at the planning stages of the EU's antidrug
strategy plans. Overall, Austrian authorities routinely stress the need for increased international cooperation in
view of the growing internationalization of the drug trafficking cartels. The central narcotics bureau
participated in a reciprocal exchange program for improving investigative procedures with officials in Slovakia,
FYROM (Former Yugoslav Republic of Macedonia), and Slovenia.

Austria has legislation allowing freezing and forfeiture of assets. Criminal courts are responsible for tracing
and seizing assets. Austria has not enacted laws for sharing seized narcotics assets with other governments;
however, mutual legal assistance treaties can be used as an alternative vehicle to accomplish equitable
distribution of forfeited assets. In the first 11 months of 2000, $10.7 million were frozen, of which $7.7
million were due to one case.

Law Enforcement Efforts. As of November 1, 2000, law enforcement authorities had registered a marked rise
in heroin seizures (200 kilograms by the end of November 2000) and a notable drop of cocaine seizures at
Vienna's Schwechat Airport. In 1999, authorities seized 99.140 kilograms of cocaine, an increase from the
62.377 kilograms seized in 1998. Of all drug offenses in 1999, 386 were related to illegal possession of
psychotropic substances, mainly in the form of controlled substance medications. No offenses were registered
in 1999 regarding precursor materials. The overall number of illicit drug abusers is believed to have remained
stable, although no exact figures exist. In 2000, as in previous years, there were approximately 15,000 to
20,000 drug users in Austria. By October 2000 authorities had registered 215 cases of suspected drug-‐‑related
deaths, an increase over the 174 drug-‐‑related deaths reported in 1999.

Corruption. Austria ratified the OECD Antibribery Convention in 1999. The GOA's public corruption laws
recognize and punish the abuse of power by a public official. Austria has eliminated tax deductibility of bribes
and any gray market payments. There are no cases pending at the moment which involve any bribery of
foreign public officials. According to a December 2000 Interior Ministry report, use of corruption by NIS-‐‑based
organized crime gangs constitutes a rising threat. In reaction, Austrian authorities have increased their efforts
to prevent and fight corruption since 1999. For this purpose, an ad hoc panel was established in the Interior
Ministry that is charged with designing counter strategies. The U.S. is not aware of any high-‐‑level Austrian
government officials' involvement in drug-‐‑related corruption.

Agreements and Treaties. The U.S.-‐‑Austrian Mutual Legal Assistance Treaty, signed in 1995, was ratified by
the Austrian Parliament in June 1998 and entered into force on August 1, 1998. An updated U.S.-‐‑Austrian



extradition treaty became effective in January 2000. It replaced a 1930 extradition treaty with Austria and a
1934 supplementary extradition convention. The new treaty is a modern dual criminality treaty, i.e., it no
longer lists specific extraditable offenses, but makes extraditable all criminal offenses that are prosecuted in
both countries and carry a penalty of more than one year or a residual penalty of more than three months.

Vienna is the seat of UNDCP, and Austria is a "major donor" to the UNDCP. As in past years, it has pledged ATS
6.88 million ($460,000) each year for 2000 and 2001. In 1998, Austria became a full member of the Schengen
process, to eliminate passport control and visas for internal travel among European member states. It has
invested an equivalent of $250 million for Schengen-‐‑related measures since. Vienna is a co-‐‑sponsor of the
"UN-‐‑Vienna Civil Society Award," a USD 100,000 prize given to individuals and organizations fighting drug
abuse and organized crime. In 2000 the UN and Austria awarded the prize to organizations from Colombia,
Chad, and Thailand, as well as to the late British drug expert Roger Lewis. On December 12, 2000, Austria
signed the UN Transnational Organized Crime Convention and its protocols, and urged "swift ratification of the
document by all signatory parties."

Cultivation. The U.S. is not aware of any significant cultivation or production of illicit drugs in Austria. Austria
recorded no domestic cultivation of coca, opium, or cannabis in 1999.

Drug Flow/Transit. Most drugs enter Austria by way of the Balkan Route from Southwest Asia. The illicit trade
is carried out mainly by Turkish groups, but also by Albanian traffickers based in southern Yugoslavia,
followed by nationals of countries of the former Yugoslavia. The Slovak capital of Bratislava remained a
temporary heroin depository for traffickers. Cocaine continues to be smuggled by couriers of South American
drug cartels, to some extent also by African traffickers and, most recently, by Caribbean-‐‑based Austrian
nationals. South American drug cartels increasingly use Central and Eastern European airports, including
Austria's. Since 1999, Croatian cocaine traffickers with links to South American cartels have become more
prominent in Austria.

Domestic Programs (Demand Reduction). Austrian authorities have traditionally viewed drug addiction as a
disease rather than a crime, a fact reflected in rather liberal drug legislation last amended in 1998, and in
related court decisions. Experts predict that legislative plans by the new center-‐‑right coalition will redress what
some perceive as an excessively tolerant philosophy. Existing antidrug plans on the federal and state level
pursue a "balanced, comprehensive and integrative" approach, with special emphasis on the prevention of
social marginalization of drug addicts. Demand reduction puts emphasis on primary prevention, drug
treatment and counseling, as well as "harm reduction," i.e., medically supervised availability of narcotics to
recalcitrant abusers. The use of heroin for claimed therapeutic purposes is generally not allowed.

Drug education starts at the pre-‐‑school level. It extends to apprenticeship institutions and includes out-‐‑of-‐‑
school youth programs. The government and local authorities routinely sponsor "educational campaigns"
inside and outside school, e.g. mass media campaigns. Austria has syringe exchange programs for HIV
prevention. New AIDS cases declined in 1999 and 2000, while the spread of Hepatitis B and C remains a
relatively new challenge. There is a growing trend toward diversification in substitution treatment (methadone,
prolonged action morphine, and buprenorphine), which has been in place for over a decade. The city of Vienna
has been considering the use of cannabis for medical purposes, but has been unable so far to put a pertinent
legal framework in place.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. Although Austria has no specific bilateral narcotics agreement with the U.S., Austrian
cooperation with U.S. investigative efforts is excellent. U.S.-‐‑Austrian negotiations on the establishment of an
Interior Ministry liaison office at the Austrian Embassy in Washington, D.C. continued in 2000. The office would
handle bilateral issues involving all forms of crime, including illegal narcotics. In July 2000, the Austrian chief
of narcotics participated in the "Club Drugs Conference," sponsored by the DEA, which discussed ways to
combat synthetic drugs. In August 2000, Austrian Interior Minister Strasser discussed cooperation on law
enforcement issues in Washington with officials from U.S. agencies, including the DEA, FBI, CIA, the State
Department, and with U.S. Attorney General Janet Reno.

The Road Ahead. The U.S. will continue to support Austrian efforts to create more effective tools for law
enforcement, as well as to work with Austria within the context of U.S.-‐‑EU initiatives, the UN and the OSCE,
promoting among Austrian officials a better understanding of U.S. drug policy will remain a priority.

Azerbaijan

I. Summary

Azerbaijan is located along a drug transit route running from Afghanistan and Central Asia west into Western
Europe, and from Iran north into Russia and west into Western Europe. Consumption and cultivation of
narcotics are at low, but levels of use are increasing. During 2000, the main drugs seized were opium and
cannabis. Section 907 of the Freedom Support Act has precluded the funding of U.S. counternarcotics



assistance. Azerbaijan is a party to the 1988 UN Drug Convention.

II. Status of Country

Azerbaijan's main narcotics problem is the increased transit of drugs through its territory resulting from the
disruption of the "Balkan route" due to regional ethnic conflicts in several countries of the former Yugoslavia.
Narcotics from Afghanistan and South Asia enter from Iran or cross the Caspian Sea from Central Asia and
continue on to markets in Russia and Europe. Azerbaijan shares a 700-‐‑km frontier with Iran, but its border
control forces are insufficiently trained and equipped to patrol it effectively. Iranian and other traffickers are
exploiting this situation. Domestic consumption is growing with over 13,500 persons registered in hospitals
for drug abuse in Azerbaijan. The actual level of drug abuse is estimated to be many times higher. Government
authorities suspect that persons displaced by the Nagorno-‐‑Karabakh conflict have been drawn into drug
trafficking out of economic necessity. The Government of Azerbaijan (GOAJ) continues to claim that the
Armenian occupied areas of Azerbaijan are used for drug cultivation. The GOAJ also maintains that narcotics
are transported across the approximately 100 km of Azerbaijan's border with Iran that is under the control of
Armenian/Nagorno-‐‑Karabakh forces.

III. Country Actions Against Drugs in 2000

Policy Initiatives. The "State Committee on Drug Control" headed by Deputy Prime Minister Ali Hasanov,
continues to lead antinarcotics policy initiatives. This Committee is responsible for the implementation of the
United Nations General Assembly resolutions relating to drug control. The Ministry of Internal Affairs has
continued their program in the southern portion of the country, along the border with Iran, that organizes
local counternarcotics police officials to work closely together across local jurisdictions.

Accomplishments. A new criminal code entered into force in September.

Law Enforcement Efforts. There were 2,061 drug-‐‑related arrests during the first ten months of 2000. Police
lack basic equipment and have little experience in modern counternarcotics methods. Border control
capabilities on the border with Iran and maritime border units are inadequate to prevent narcotics smuggling.
This year customs officials seized and destroyed a large shipment of opium poppy seeds that originated in
Afghanistan.

Corruption. Corruption permeates the public and private sectors. Government officials including the President
and Prime Minister have remarked on the gravity of the problem. Current legislation has proven inadequate to
address police and judicial corruption.

Agreements and Treaties. Azerbaijan has no narcotics-‐‑related agreements or treaties with the U.S. and no
extradition agreement. Azerbaijan is a party to the 1988 UN Drug convention, the 1971 Convention on
Psychotropic Substances, and the 1961 Single Convention. Azerbaijan signed the UN Convention Against
Transnational Organized Crime and Accompanying Protocols in December, 2000.

Cultivation and Production. Cannabis and poppy were cultivated illegally, mostly in southern Azerbaijan.
During the first ten months of 2000, law enforcement authorities discovered and destroyed about 388 tons of
cannabis and about 45 kilograms of potential opium gum, which were under cultivation.

Drug Flow/Transit. Narcotics traffickers seem to rely on familiar transit routes. Opium and poppy straw
originating in Afghanistan and South Asia transit through Azerbaijan from Iran, or from Central Asia across the
Caspian Sea. Drugs are also smuggled through Azerbaijan to Russia, then on to Central and Western Europe.
Azerbaijan cooperates with Black Sea and Caspian Sea states in tracking and interdicting narcotics shipments,
especially morphine base and heroin. Caspian Sea cooperation includes efforts to interdict narcotics
transported across the Caspian Sea by ferry. Law enforcement officials report they have received good
cooperation from Russia, but have encountered considerable reluctance from Iran to assist in counternarcotics
efforts.

Demand Reduction. Opium and cannabis products are the most commonly used drugs. The government of
Azerbaijan has begun education initiatives directed at curbing domestic drug consumption.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. U.S. Law enforcement exchange of information with Azerbaijan has increased in 2000.
Counternarcotics programs are severely limited because section 907 of the Freedom Support Act prohibits
assistance to the Government of Azerbaijan. Three Azerbaijan government officials participated, at their own
expense, in a regional U.S. training program in Georgia.

The Road Ahead. Without establishment of legal authority to allow the U.S. to provide counternarcotics
assistance to the government of Azerbaijan, a key strategic partner in improving regional stability in the
Caucasus, nothing more than piecemeal, bilateral cooperation between the two countries will be possible.

Belarus



I. Summary

Belarus' economic, political, and geographical situation increases its potential of becoming a major drug transit
and production site. Deteriorating economic conditions and a sharp drop in real wages continue to dislocate
many workers. The sentiment that wealth can and should be acquired by any means possible is growing. The
Belarusian government currently lacks both the legislative framework and the financial resources to combat
drug trafficking.

II. Status of Country

Belarus' location between Russia and the West, combined with its good rail and road transportation system,
and a customs union with Russia that eliminated internal boarders between the two countries, add to Belarus'
potential as a narcotics transit corridor.

According to Ministry of Health data, the number of officially registered drug addicts totals 5000, with an
estimated 700 to 800 new registrants per year. These numbers do not take into account non-‐‑registered
addicts who are estimated to exceed these numbers by a factor of ten. Most addicts use products made of
opium poppy, oil poppy or marijuana. However, synthetic drugs such as barbiturates, heroin, cocaine, and
other drugs are being used in increasing quantities. There is a growing market for low-‐‑quality brown heroin.

III. Country Actions Against Narcotics in 2000

Policy Initiatives. Belarusian President Lukashenko has taken steps to strengthen the state's capacity to fight
organized crime and drug trafficking. In Lukashenko's presidential decree 21, of 1997, he directed the police
to intensify their efforts to combating organized crime and their enterprises. There were no significant policy
initiatives in 2000.

Accomplishments. In June 1995 an interagency commission for combating crimes and drug abuse was
established. This commission is charged with coordinating the activities of various Belarusian agencies, as well
as, state committees, public associations, and international organizations.

Law Enforcement Efforts. A considerable number of crimes recorded over the last two years are related to
smuggling. These crimes included: stealing narcotic and addictive substances; organizing or maintaining drug
dens for using drugs; and forging medical documents with the aim of procuring drugs. The Minsk office of the
UN High Commission for Refugees has indicated that illegal immigrants in Belarus, attempting to travel to the
west, often finance their trips through narcotics smuggling.

Responsibility for investigating and discovering narcotics-‐‑ related crime is divided among the ministry of
internal affairs, KGB, customs committee, border guards and ministry of health. Even with many agencies
responsible for drug interdiction, resources are scarce and officers are spread thin because of other non-‐‑drug-‐‑
related responsibilities.

Corruption. Belarus also faces many of the same organized crime problems that plague other countries of the
Former Soviet Union. The absence of Belarusian laws on organized crime allows lead syndicates to use Belarus
for not only drug production and trafficking, but also other drug related crimes such as money laundering.

Agreements and Treaties. Belarus is a party to the 1988 UN Drug Convention, the 1961 Single Convention
and the 1971 UN Convention on Psychotropic Substances. Belarus is a member of INTERPOL, hosting a
department of 12 persons dealing with issues of crime that transcend national borders. In addition, Belarus
has joined regional efforts at law enforcement cooperation and has also signed bilateral agreements on
cooperation against organized crime and drug trafficking, such as the 1993 on Drug Control Assistance
Agreement with Italy and inter-‐‑state treaties with Lithuania and China. Currently, there are plans to sign
similar agreements with Austria, Bulgaria, Sweden and Germany. Belarus signed the UN Convention Against
Transnational Organized Crime and its accompanying Protocols in December, 2000.

Cultivation and Production. Opium poppy straw and marijuana are produced in Belarus mainly for domestic
consumption. Belarus does not cultivate narcotics, but the country has major chemical production facilities and
has all the resources necessary for the production of synthetic narcotics. The laboratory and technical
capabilities are in place while much of the industrial plants are lying idle. There is no legislation or regulations
dealing with precursor chemicals. Law enforcement is not trained in the detection of drug making facilities and
does not have a ready list of indicators of clandestine production of synthetics. Unfortunately, control of
precursor chemicals is not an issue that appears to be on the agenda of policy makers or even law
enforcement officials, and the chemical industry is left to police itself. Since most precursor chemicals are
highly regulated, Belarusian authorities believe that they do not have a serious problem.

Drug Flow/Transit. Belarus is growing in importance as a transit country. Good rail and road connections
running east to west and north to south are used to transport narcotics from areas such as Ukraine, Central
Asia, the Caucasus, and Russia to Western Europe. In addition, incidents of drug transportation destined for



Poland and Germany have increased dramatically as a result of the customs union that eliminated internal
borders between Belarus and Russia.

Demand Reduction. Belarus has not formulated a national drug abuse prevention strategy and only limited
efforts are devoted to preventative and educational programs. Instead, the main emphasis is put on treatment
and social rehabilitation of current drug addiction problems. Treatment for drug addicts is generally performed
in psychiatric hospitals, either through arrest or self-‐‑enrollment. The emphasis of all Belarusian programs is to
achieve detoxification and physical stabilization. Knowledge is lacking on how to further assist addicts with
psychological counseling and social rehabilitation.

IV. U.S. Policy Initiatives and Programs

Bilateral Initiatives. Counternarcotics programs are prohibited by section 907 of the Freedom Support Act,
which prohibits assistance to the Government of Belarus. This policy of selective engagement has resulted in
the USG not providing support to GOB police agencies since February 1997.

The Road Ahead. Without legal authority to provide U.S. counternarcotics assistance to the government of
Belarus, the U.S. is only able to engage in piecemeal humanitarian bilateral assistance.

Belgium

I. Summary

The Kingdom of Belgium has not been a significant producer of narcotics or precursor chemicals used in the
production of illicit narcotics. However, police report that through November 2000, ten amphetamine or
ecstasy labs have been seized compared to only four in all of 1999. Police also report a recent increase in
cannabis cultivation. Belgium is a major trader in chemicals and is frequently used as a transit country for
precursor chemicals destined for South America. Narcotics traffickers continue to exploit Belgium's large port
facilities, transportation infrastructure, and central location in Western Europe for transshipment of illicit
drugs. The increase in the incidence of trafficking in MDMA/ecstasy, which began in 1999, continued unabated
in 2000. Belgium's contribution to the United Nations Drug Control Program (UNDCP) budget rose to $451,000
in 2000. Belgium is a party to the 1988 UN Drug Convention.

II. Status of Country

Belgium has not been a significant producer of illicit narcotics or precursor chemicals. Recent developments,
however, are cause for concern. Police seized ten amphetamine or ecstasy laboratories in 2000, compared to
only four in 1999. Authorities suspect that Dutch synthetic drug producers are periodically shifting operations
over the border from the Netherlands in order to avoid mounting law enforcement pressure there. Cannabis
resin, also called hashish, is the most widely distributed and used illicit substance in Belgium, but heroin abuse
produces the most important health and social problems, including drug-‐‑related crime. Belgian police
recognize the growing threat posed by trafficking in MDMA/ecstasy.

Heroin trafficking into Belgium is in the hands of Turkish trafficking groups who dominate the Balkan
transportation route. Turkey is both a major heroin processing country and a major heroin transit country,
particularly for heroin destined for Europe. Authorities estimate that 75 to 80 percent of the Belgian heroin
market is controlled by these Turkish groups. Additionally, Belgium is an important transit route for heroin
destined to other European markets, but not the U.S.

III. Country Action Against Drugs in 2000

Policy Initiatives. In 1998, the government adopted a plan to re-‐‑organize the police forces. At the federal
level, the Gendarmerie and the judicial police will be integrated into a federal police force in charge of major
criminal investigations, including significant national and international narcotics investigations. At the local
level, the Gendarmerie and the municipal police will be merged. The reorganization includes the creation of an
anticorruption service for the federal police. The plan will combine approximately 17,000 members of the
Gendarmerie, 1,200 members of the judicial police force, and 19,000 local and municipal police. Integration
on the federal level is scheduled for January 1, 2001 when national agencies of the judicial police and the
Gendarmerie will be merged. Local integration will follow later in the year.

A new state security plan, announced in June, included the creation of a special working group, under the
auspices of the Ministry of Health, to devise a new Drug Control Strategy for Belgium. This working group,
composed of representatives of all interested ministries, was expected to announce its findings in November
2000. However, discussions were continuing in December 2000 and the final report was delayed until early in
2001.

Accomplishments. In 1999 parliament passed an organized crime law that defines a "criminal organization"
and criminalizes membership in such an organization. Individuals can be extradited or tried based solely on
their membership in a criminal organization. The legislation endorses the use of undercover operations and



wiretaps by law enforcement agents.

Law Enforcement Efforts. Belgian law enforcement authorities pro-‐‑actively investigate individuals and
organizations involved in illegal narcotics trafficking into and through Belgium. The law enforcement efforts of
the Gendarmerie currently focus on major trafficking organizations; particularly those involved in trafficking of
heroin, cocaine and, most recently, those involved in MDMA or ecstasy.

Belgium is also one of the preferred transit routes for organizations trafficking ecstasy to the United States,
although there is no evidence that ecstasy entering the U.S. from Belgium is in an amount sufficient to have a
significant effect on the U.S. Most of the ecstasy trafficked through Belgium originates in the Netherlands.
Recently, special units have been established within the Gendarmerie to specifically investigate ecstasy
trafficking organizations. Ecstasy seizures have increased dramatically. Dutch trafficking organizations
commonly use Brussels' Zaventem airport as a transit point for drug couriers en route to the United States.
Ecstasy seizures at Zaventem increased from 132,000 tablets in 1998 to 296,000 in 1999. Arrests increased
from six in 1998 to 24 in 1999.

Interdiction efforts by Belgian customs authorities at Antwerp and Zeebrugge lack sufficient resources and
manpower. Customs officials report that a five-‐‑man team of inspectors is responsible for all port activities
involving drugs. Officials report that 3,000-‐‑4,000 containers are loaded and unloaded at the port of Antwerp
on a daily basis. The inspection team has the capacity to search five to ten containers per week. In addition to
containerized freight, customs also reports increased activity involving the ships' crew members. This entails
the smuggling of smaller quantities of drugs by individual crew members and larger operations where crew
members arrange to off-‐‑load large amounts of drugs from the ship before it reaches the dock.

Interdiction efforts by police and customs increased significantly in 2000. Customs officials seized an
increasing number of packages destined for the U.S. from express mail companies and the Belgian postal
service. For the first time, police at Zaventem airport initiated enforcement operations targeting outbound
flights to the United States in response to the increasing number of couriers transporting (primarily) ecstasy to
U.S. cities. The U.S. has no evidence that ecstasy entering the U.S. from Belgium is in quantities sufficient to
have a significant impact on the U.S. Belgian customs officials at the port of Antwerp remain proactive and
responsive to information concerning suspected drug shipments secreted on vessels or in containerized
freight.

Belgian law on asset confiscation was expanded through national legislation adopted July 17, 1990, which
allows for confiscation of proceeds of a crime, including investment income from crime proceeds and assets
purchased with criminal proceeds. These measures complement Article 42 of the Criminal Code that defines
confiscation. If the goods subject to confiscation cannot be located, a judge may assess their value and order
confiscation of equivalent assets. This practice is known as "confiscation by equivalent."

Asset seizure legislation was expanded in May 1997 to provide procedures for the seizure of real estate and to
provided a legal basis to freeze assets pending the outcome of a criminal investigation. The 1997 law also
permits the Belgian judiciary to execute foreign judgments regarding seizure and confiscation of assets
derived from drug trafficking or money laundering. Since the assets seizure legislation was implemented in
1990, judges have most frequently used "confiscation by equivalent" procedures. Since 1990, judges have
used the confiscation procedure in 330 cases, involving an estimated illegal profit of more than $155.5
million.

Corruption. Corruption is not judged a problem within the narcotics units of the law enforcement agencies.
Legal measures exist to combat and punish corruption.

Agreements and Treaties. Belgium is a party to the 1988 UN Drug Convention. Belgium is also a party to the
1961 Single Convention and its 1972 Protocol and the 1971 UN Convention on Psychotropic Substances. In
December 2000 Belgium signed the UN Convention Against Transnational Organized Crime and its protocols.
The U.S. and Belgium have an extradition treaty, as well as a new mutual legal assistance treaty entered into
force in January 2000. Belgium and the United States are in the process of finalizing a Memorandum of
Understanding to formalize Belgian participation in the Caribbean Maritime Counterdrug Initiative. Final
approval is expected in early 2001.

In 2000, Belgium entered into a bilateral police cooperation agreement with Poland. This agreement is
comprehensive in nature and includes the framework/guidelines for cooperation on narcotics matters.
Negotiations for a bilateral police cooperation agreement are also underway with Slovakia.

The Belgian Ministry of Justice maintains drug liaison offices in 13 foreign cities with territorial competence for
33 countries. The drug liaison offices in Bangkok, Bogota, The Hague, Istanbul, Madrid, Moscow, Paris, Rabat,
Rome, Vienna, Warsaw, Washington, and Wiesbaden are staffed by either judicial police or Gendarmerie
officers. In 2000, new liaison officers were assigned to Morocco (Rabat) and Bucharest.

Belgium is a member of several international antidrug organizations, including the heads of European



Narcotics Law Enforcement Agencies (HONLEA), the European Committee to Combat Drugs (CELAD), and the
Dublin Group. Belgium is a member of the major donors group of the UNDCP. Belgium ratified the Europol
convention in June 1998.

Cultivation/Production. Police have noted an increase in production of amphetamines and ecstasy, primarily
in illegal laboratories on the Belgium/Netherlands border. These laboratories are linked to criminal
organizations that distribute the drugs within Europe and to the United States—most frequently through the
cities of New York, Miami, Los Angeles and Orlando, Florida. Authorities have also reported an increase in the
cultivation of cannabis, primarily in greenhouses but also in hydroponic facilities.

Drug Flow/Transit. Belgium remains an important transit point for drug traffickers because of its port
facilities (Antwerp is Europe's second busiest port), airports, excellent road connections to neighboring
countries, and central geographic location. Most illicit drugs pass through Belgium via the ports of Antwerp
and Zeebrugge; across the border from the Netherlands; or through Brussels Zaventem airport. Smuggling
routes change constantly, but Belgian authorities believe an increasing number of heroin shipments arrive from
Central Asia via Turkey. Belgian customs reports that the heroin is most probably concealed in containerized
freight in relatively small quantities of 10-‐‑15 kilograms. Customs reports that because Antwerp is considered
a "free trade zone," traffickers know that inspections of containerized freight are minimal. These shipments
take one of two trafficking routes: in northern Europe through Hungary, Poland, the Czech Republic, Slovakia
and Austria or in southern Europe through Italy. Cannabis sold in Belgium originates in Morocco, Latin
America, and Southeast Asia and arrives via land, air, and sea routes.

Express mail companies in and around Brussels are commonly used by trafficking organizations to smuggle
ecstasy tablets into the United States. The express mail method of transport is particularly popular with import
organizations in Los Angeles, New York, and Florida. Recently, Dutch groups have begun utilizing the Belgian
postal system to send packages containing drugs to U.S. destinations. Israeli criminal organizations continue
to play a prominent role in the transportation of ecstasy from producers in the Netherlands and Belgium to
distributors in the United States. Belgian authorities are cooperating with U.S. law enforcement agencies to
disrupt this transit route.

Demand Reduction. Belgium has an active antidrug educational program that targets the country's youth. The
regional governments (Flanders, Wallonia, and Brussels) now administer such programs. The programs include
education campaigns, drug hotlines, HIV and hepatitis prevention programs, detoxification programs, and a
pilot program for "drug-‐‑free" prison sections. The Belgian system contrasts with the U.S. approach in that
Belgium directs and targets its programs at individuals who influence young people versus young people
themselves. Teachers, coaches, clergy, and the like are thought to be better suited to deliver the antidrug
message to the target audience because they already are known and respected by the young people.

Belgium recently participated in a training program with the U.S.-‐‑based DARE program. DARE officials traveled
to Belgium to sponsor a "train the trainers" project. Belgian based trainers are now qualified to teach the DARE
program to other demand reduction officers in Europe.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. Cooperation between the United States and Belgium continues to be excellent with an
increasing number of joint investigations. This has resulted in an increase in the number of International
Controlled Drug Deliveries (ICDs) facilitated by DEA between Belgium and the United States. These ICDs have
been particularly effective in combating ecstasy trafficking between the two countries.

The DEA and the FBI enjoy close and effective cooperation with the judicial police and the Gendarmerie. U.S.
law enforcement agencies represented in Brussels enjoy excellent working relationships with offices of the
Belgian national magistrates and prosecutors.

The Brussels DEA country office and the Belgian Gendarmerie regularly exchange intelligence information
concerning trends and techniques employed by ecstasy trafficking organizations operating between Belgium
and the United States. This exchange of information (including arrest and seizure statistics) enables both
countries to anticipate emerging patterns of drug transportation. Belgian police have recently initiated an
intelligence program targeting outbound commercial flights from Belgium to the United States.

The Road Ahead. The United States looks forward to continued close cooperation with Belgium in combating
illicit drug trafficking and drug-‐‑related crime, and to continued Belgian participation in multilateral
counternarcotics fora such as the Dublin Group.

Bosnia and Herzegovina

I. Summary

Bosnia and Herzegovina (BiH) remains a small but growing market for drug consumption and is emerging as a
regional hub for narcotics transshipment. Despite increasing inter-‐‑entity law enforcement cooperation, gradual



improvements in oversight of the financial sector, and several major drug seizures, local authorities are still
politically divided, law enforcement efforts still poorly coordinated, and the justice system still antiquated and
inadequate. The narcotics trade remains an integral part of the influence of the foreign and domestic
organized crime figures and the ethnic extremists who operate with the tacit acceptance—if not active
collusion—of corrupt public officials. Minimal border and customs controls, grave flaws in the regulatory
structure, and the absence of political will have left few practical impediments to narcotics trafficking and
related crimes through Bosnia. Bosnia is a party to the 1988 UN Drug Convention, and is attempting to forge
ties with regional and international law enforcement agencies.

II. Status of the Country

Bosnia occupies a strategic position along the historic Balkan smuggling routes between heroin processing
centers in Turkey and markets in Western Europe. Although Bosnia is not a major transit country for drugs
coming to the United States, it remains a country of concern to the U.S. Narcotics trafficking emerged as a
serious problem during the Bosnian conflict, both as a reflection of the general breakdown of law and order
and as a means for the warring parties to generate revenue. Bosnian authorities at the state, entity, and
cantonal level have been unable to stem the continued transit of illegal aliens, black market commodities
(especially cigarettes), and narcotics since the conclusion of the Dayton Accords. Traffickers have capitalized in
particular on minimal border controls, an inefficient judicial system, widespread public sector corruption, and
poor coordination between law enforcement agencies.

Although domestic production is limited to small-‐‑time cannabis cultivation, local authorities -‐‑ particularly
those in Sarajevo canton -‐‑ are concerned that the "foreign influence" of Bosnia's large international community
and the impact of rapid urbanization and high unemployment will contribute to the development of a domestic
market for narcotics consumption.

III. Country Actions Against Drugs in 2000

Policy Initiatives. Although Bosnia has neither a national police force nor a national counternarcotics strategy,
the initial deployment of the State Border Service (SBS) in June has markedly improved controls at a limited
number of international crossing points. Telephone hotlines, local press coverage, and public relations efforts
organized by the international community have focused public attention on smuggling and black-‐‑
marketeering. Foreign donors continue to provide law enforcement assistance training to Bosnian authorities
both on a bilateral basis and through international agencies. The USG's bilateral law enforcement assistance
program continues to emphasize counternarcotics and task force training.

Accomplishments. Under close supervision by the international community, Bosnian law enforcement agencies
have taken initial steps toward substantive cooperation on the counternarcotics front, most notably with the
recent formation of an inter-‐‑entity joint task force. The Federation (one of two "entities" created by Dayton, the
other entity being the "Republika Srpska" or "RS") Interior Ministry is finalizing plans to establish branch offices
in each canton, an initiative which will greatly increase its ability to more aggressively pursue its mandate as
the lead counternarcotics agency in the Federation.

Despite these isolated initiatives, however, neither the RS nor the Federation has made significant progress in
addressing the sclerotic legal environment that allows criminals to act with virtual impunity. Neither entity has
vigorously pursued new legislation to reinforce existing asset seizure/forfeiture or money-‐‑laundering statutes.
Law enforcement cooperation is primarily informal and ad hoc. Mutual legal assistance is severely limited by
the judicial bureaucracy, and serious legal and bureaucratic obstacles to the extradition of Bosnian citizens
remain in place. The conclusion of a bilateral border-‐‑control agreement with Croatia, upgrades in Bosnia's
INTERPOL office and more active participation in regional fora such as the Southeast Europe Cooperation
Initiative (SECI) may presage improvements in these areas.

Law Enforcement Efforts. Law enforcement efforts improved in 2000, but remain inadequate given the level
of narcotics trafficking. Police counternarcotics operations in the Federation have resulted in 394 arrests and
the seizure of over 40 kilograms of marijuana in 2000. Cantonal police in Bihac in Western Bosnia seized over
2,000 marijuana plants in 2000. In separate actions between September 30 -‐‑ October 1, 2000, law
enforcement authorities in the Republika Srpska (RS) seized a 144 kilograms shipment of cocaine and a 70
kilograms shipment of marijuana, both reportedly destined for shipment to Western Europe.

On November 29, 2000, Sarajevo Canton authorities arrested Nazim Uskuplu, a Turkish national wanted by
European authorities for his alleged role in narcotics trafficking operations throughout Central and Eastern
Europe. Uskuplu's arrest (based on an INTERPOL warrant) is an important step forward in Bosnia's full
membership in INTERPOL; local officials are investigating Uskuplu's actions and associates in Bosnia but
believe his presence in BiH indicates major trafficking activity. On November 11 2000, local authorities seized
an 11 kilogram shipment of marijuana, reportedly from Albania, near Mostar in southern BiH.

These actions represent largely isolated efforts by local authorities rather than a coordinated national
counternarcotics program. Despite these individual successes, narcotics-‐‑trafficking remains a crime of



opportunity limited primarily by the interest of criminal elements in the higher profit margins offered by black-‐‑
marketeering and alien smuggling. Ethnic Albanians, supplied by Turks, are responsible for smuggling
Turkish-‐‑refined heroin through Bosnia to Western Europe. Authorities have yet to focus systematically on
major narcotics traffickers; they have yet to bring a major case to trial or bring adequate resources to bear.
The recent closure of the UN Drug Control Program (UNDCP) office in BiH will further complicate local
initiatives and impede coordination with international authorities. To date, existing asset seizure and forfeiture
statutes have neither been pursued by prosecutors nor imposed by judges. There is no established mechanism
to identify, trace, or share narcotics-‐‑related assets.

Corruption. Law enforcement agencies have substantiated links between the narcotics trade and the parallel
institutions that undermine the rule of law in Bosnia. Bosnia has no laws specifically targeting narcotics-‐‑related
public sector corruption and has not pursued charges against public officials on narcotics-‐‑related offenses. A
long-‐‑standing parliamentary inquiry into the disappearance of over 20 kilograms of heroin from the safe of
the war-‐‑time Federation Interior Minister has made no progress to date. The U.S. Embassy in Sarajevo is
coordinating closely with the Stabilization Force (SFOR), the United Nations Mission in Bosnia-‐‑Herzegovina
(UNMIBH), and the Office of the High Representative (OHR) to combat the influence of organized crime, corrupt
officials, and ethnic hard-‐‑liners, all of whom use the narcotics trade to generate revenue.

Agreements and Treaties. There is no bilateral agreement between BiH and the United States specifically
pertaining to counternarcotics. Counternarcotics does feature prominently in the USG's bilateral law
enforcement assistance training program, which has provided both the Federation and the RS advice and
assistance in a broad range of law enforcement issues including investigative techniques, border controls, and
major case management. Although both entities worked closely with the UNDCP under the terms of a 1997
agreement, UNDCP concluded its program in BiH in early 2000. Bosnia is a party to the 1988 UN Drug
Convention and is developing bilateral law enforcement ties with neighboring states to combat narcotics
trafficking. Bosnia signed the UN Convention Against Transnational Organized Crime and its Protocols in
December, 2000.

Drug Flow/Transit. Major heroin and marijuana shipments are believed to travel through BiH by several well-‐‑
established overland routes. Local officials believe that Western Europe, not the U.S., is the ultimate destination
for this traffic. Judging by reported seizures, cocaine trafficking is minimal; the market for designer drugs such
as ecstasy in urban areas is small but reportedly growing. Law enforcement authorities posit that elements
from each ethnic group and all major crime "families" are involved in the narcotics trade, often collaborating
across ethnic lines. There is mounting evidence of links between—and conflict among—Bosnian criminal
elements and organized crime syndicates in Russia, Albania, the FRY, Croatia, Austria, Germany, and Italy.
Drugs are believed to have figured prominently in the June murder in Sarajevo of a Montenegrin figure with
reputed ties to narcotics trafficking.

Cultivation and Production. Federation Interior Ministry officials believe that domestic cultivation is limited to
small-‐‑scale marijuana crops grown in southern and western BiH. Although refinement and production are
negligible, law enforcement officials indicate that Bosnia is increasingly becoming a temporary storage point
for drug shipments en route from east to west.

Domestic Programs. USG-‐‑sponsored community-‐‑oriented policing programs, which contain a strong antidrug
component, have reached over 40,000 Bosnian children. Although individual cantons have sponsored pilot
community outreach programs and sought international assistance to introduce more proactive initiatives,
there is no national drug awareness program.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. The USG remains committed to providing the counternarcotics training and support
needed to foster independent law enforcement operations by BiH authorities.

The Road Ahead. With the International Police Task Force's ongoing shift from training to monitoring of local
police forces, the international community ("IC") will increasingly emphasize advanced specialized training in
areas such as counternarcotics. The USG in particular has focused its bilateral training programs on related
subjects such as organized crime, public sector corruption, and border controls. The IC is working to increase
local capacities and to encourage interagency cooperation by mentoring and advising the local law
enforcement community. The recent formation of an inter-‐‑entity joint task force will facilitate the exchange of
information between RS and Federation authorities and could pave the way for inter-‐‑entity law enforcement
operations, a distant, but essential goal.

Bulgaria

I. Summary

Centrally located on Balkan routes leading through Romania or Serbia, Bulgaria is an important transit route
between Turkey and Western Europe for Southwest Asian heroin and Southeast Asian marijuana. Authorities



have also seized maritime deliveries of South American cocaine. Although Bulgaria is not a major transit
country for drugs coming to the United States, it remains a country of concern to the U.S.

In total, Bulgaria's seizures in 2000 are comparable to those in the rest of Europe combined, and represent a
major increase over previous years. Bulgaria is a party to the 1988 UN Drug Convention. The Government of
Bulgaria (GOB) seeks to expand and enhance regional and international counternarcotics cooperation, and
requires schools to offer a demand reduction program. Law enforcement authorities cooperate actively with
U.S. and third country counterparts, both bilaterally and multilaterally, on counternarcotics case and issues.
Narcotics use is a relatively small, but growing problem.

II. Status of Country

Bulgaria is a significant drug-‐‑transit country centrally located on three traditional Balkan routes between
Turkey and, respectively, Serbia, Romania, and the former Yugoslav Republic of Macedonia. Small quantities of
opium poppies and cannabis are grown in Bulgaria. Clandestine labs produce amphetamines and diverted
acetic anhydride is transported from Bulgaria to Turkey.

Combating administrative corruption and organized crime are policy priorities for the Bulgarian government.
The President, in office since January 1997, supports these priorities. The GOB has at its disposal potentially
wide-‐‑reaching new anticrime legislation, including a 1998 money laundering law which authorities are working
to implement, and which some in the government have suggested might be usefully updated and
strengthened. As a result of late 1998 legislation which took full effect on January 1, 2000, the magistracy's
investigative functions have been restructured. The government has provided extensive training to police
investigators and others given greater responsibilities by these structural changes. The Prosecutor General, in
office since January 1999, continues to seek ways to ensure a more effective prosecutorial assault on crime,
including narcotics trafficking.

III. Country Actions Against Drugs

Policy Initiatives. National strategy against narcotics is coordinated by an inter-‐‑ministerial body composed of
ministers or deputy ministers from 17 ministries and agencies. This council has designated the National
Service for Combating Organized Crime (NSBOP) as the national focal point to gather and analyze information
from all agencies. NSBOP continues to develop its new Center for Narcotics Data Coordination, with five
analysts and four technical experts. It plans to open linked centers in major population centers, beginning with
Plovdiv and Varna, and will provide additional training for its analysts with funding from the EU's PHARE and
UNDCP multi-‐‑country drugs project.

Accomplishments. GOB narcotics seizures during 2000 were significant, both in the numbers of seizures and
in the quantities of illicit drugs seized. NSBOP believes its seizures during 2000 were even more significant
since they involved highly-‐‑placed or centrally-‐‑placed individuals in the narcotics distribution system. NSBOP
also has pointed to greater coordination within the government, included with the Customs Agency and other
divisions of the Ministry of Finance. Additional GOB accomplishments in 2000 included increasingly focused
application of the money-‐‑laundering law in conformity with international standards, and productive use of
assistance from PHARE and other western sources.

Law Enforcement Efforts. A 1999 Drugs and Precursors Law provided a legislative framework for GOB
antinarcotics strategy, and law enforcement agencies, primarily NSBOP, attempted in 2000 to carry out this
strategy with a team approach in which analysts developed expertise in specialized fields, then coordinated
information. The new Narcotics Information Center coordinates data from internal sources, from Interpol, and
from Romania and Macedonia, and will be expanded to include data from the region as a whole. The Customs
Agency used newly improved methods and training to discover and seize large amounts of narcotics during
2000.

Current statistics were compiled from data provided by the Interior Ministry's National Service for Combating
Organized Crime and by the Finance Ministry's Customs Agency (renamed in 2000 formerly the General
Customs Directorate). In 2000, there was a significant increase in the total number of drug seizures at border
check points. Specifically, in 2000, there were 80 drug seizures at border check points compared to 31 and 35
seizures in 1999 and 1998, respectively. However, there is an increase in the number of drug users in Bulgaria,
estimated at 44-‐‑48,000, up from 25-‐‑30,000 in 1998. Also, five illicit drug laboratories were destroyed in
2000.

Corruption. There have been significant improvements under the current government, but corruption,
including allegedly among police and especially Customs officials, continued in 2000 to be an important
political topic in Bulgaria and could figure largely in the scheduled 2001 elections. The U.S. has no specific
information that any senior GOB official has been involved in drug trafficking or other narcotics-‐‑related crimes.
The government, in place since May 1997, has made the fight against organized crime and corruption a major
priority, and has pressed forward with an extensive legislative reform effort to strengthen anticrime laws.



Agreements and Treaties. Bulgaria is a party to the 1988 UN Drug Convention, the 1961 Single Convention
and its 1972 Protocol, the 1971 Convention on Psychotropic Substances, and the 1990 Convention on
Laundering, Search, Seizure and Confiscation of Proceeds from Crime. Bulgaria signed the UN Convention
Against Transnational Organized Crime and its Protocols in December, 2000.

The 1924 U.S./Bulgarian Extradition Treaty and a 1934 supplementary treaty are in force and in use, although
there have been some difficulties in implementation. For example, a Bulgarian court in 2000 released a
narcotics trafficker whose provisional arrest and extradition the U.S. had requested. Consultations are
anticipated in 2001 regarding Bulgarian implementation of the treaty. Bulgaria is also party to the 1957
Council of Europe Convention on Extradition, the 1959 European Mutual Legal Assistance Treaty in Penal
Measures, and the 1983 Council of Europe Convention on Transfer of Sentenced Persons. It also has a bilateral
treaty with Turkey for transfer of convicted persons. The Bulgarian Customs Agency has memoranda of
understanding on mutual assistance and cooperation with several European counterparts and is negotiating or
updating others. The U.S. and Bulgaria signed a cooperation agreement in 2000. The GOB coordinates with
INTERPOL and EUROPOL.

International Cooperation. Bulgarian and U.S. law enforcement agencies work well together in
counternarcotics investigative efforts and in information sharing. Information on criminal investigations
subsequent to arrest is held in secret, but is releasable to foreign law enforcement agencies at the discretion
of the Prosecutor's office.

Bulgaria has signed and ratified the 1988 UN Drug Convention and is a signatory to the 1990 Council of
Europe Convention on Laundering, Search, Seizure and Confiscation of Proceeds from Crime. International
agreements enter automatically into Bulgarian law. The Bulgarian government cooperates closely in providing
timely information and evidence, but it has not adopted specific laws or regulations to ensure availability of
narcotics investigations records to appropriate USG and other government personnel.

The GOB has no bilateral agreements with other countries on money laundering. It is a party to the 1988 UN
Drug Convention, and is building its antinarcotics units to more effectively combat the problem. It works with
INTERPOL and is trying to expand and extend other forms of international cooperation, including especially
with the EU. It is set to play an active, indeed leading role in South European Cooperation Initiative (SECI)
anticrime efforts.

Cultivation and Production. Law enforcement officials do not routinely calculate crop size or yields for illegal
narcotics crops. When necessary, case-‐‑specific determinations are made based on the weight of dry leaves
yielded from one square meter times the dimensions of the field. In general, yield calculations for illegal
narcotics crops are difficult, since it is not unusual, for example, to find cannabis hidden in a cornfield.

Drug Flow/Transit. Heroin from the Golden Crescent and Southwest Asian sources (e.g., Afghanistan) is the
main illegal drug transiting Bulgaria, though some marijuana and cocaine also transits. The northern Balkan
route from Turkey through Bulgaria to Romania is the most frequently used overland route; there are others
through Serbia and the former Yugoslav Republic of Macedonia. In previous years, GOB officials noted the
transiting of apparently increasing amounts of Brazilian cocaine. The precursor chemical acetic anhydride,
possibly produced in Bulgaria or coming from Macedonia, is transported from/through Bulgaria to Turkey.

Domestic Programs (Demand Reduction). Bulgaria's drug abuse problem is small but growing. Experts
estimate that in this country of some eight million, there are up to 50,000 heroin users, fewer than 10 percent
of whom are in treatment. Cocaine is too expensive for all but the wealthy. Marijuana has traditionally been
used in rural areas. Ecstasy is an important and growing problem among university students. As in previous
years, drug consumption is particularly worthy of note among marginalized Roma, among whom glue sniffing
is a serious problem. There is also drug abuse in prisons, in some localized geographic areas, and among
traffickers. Demand reduction has received government attention for several years. The Ministry of Education
requires that schools nationwide teach health promotion modules on substance abuse. There is also a World
Health Organization program for health promotion in 30 target schools. The Bulgarian National Center for
Addictions provides training seminars on drug abuse for schoolteachers nationwide. There are also municipal
demand reduction programs co-‐‑sponsored by the National Center for Addictions and the Institute of Public
Health in six major cities and a number of smaller communities. Three universities provide professional
training in drug prevention.

For drug treatment, there are 35 outpatient units and 10-‐‑12 inpatient facilities nationwide. The National
Center for Addictions has psychiatric units in 20 regional centers. Specialized professional training in drug
treatment and demand reduction has been provided through programs sponsored by UNDCP (funded by the
U.S. State Department and the Government of Italy), EU/PHARE, and the Council of Europe's Pompidou Group.

IV. U.S. Policy Initiatives and Strategies

The U.S. promotes increased attention to the problems of narcotics trafficking and money laundering, assists
Bulgarian law enforcement and anticrime legislative reform efforts with training, advisory assistance and some



equipment, and encourages further cooperation between Bulgarian and U.S. law enforcement agencies,
including the DEA, FBI, and Customs. In late 2000, the Department of Justice sent a regional legal advisor, who
will set up a permanent office in Sofia in early 2001 to work with the GOB on law enforcement issues including
drugs. Likewise, a Department of Justice/Central and East European Legal Initiative advisor was appointed to
consult with and advise Bulgarian prosecutors and investigators. USAID's assistance to the training of
magistrates, to date primarily judges, also serves to reinforce the GOB's antinarcotics effort.

Bilateral Cooperation. Bilateral cooperation between U.S. and Bulgarian law enforcement officials is excellent,
with regular and close consultation between the GOB and DEA. U.S. bilateral assistance has focused on ILEA
mid-‐‑level training and periodic FBI training. Through this INL-‐‑funded program, the USG has also provided
advisory assistance to the GOB in the drafting of money laundering legislation and reform of the penal code
and procedural penal code.

The Road Ahead. With new Department of Justice advisors funded by the Department of State's Bureau of
International Narcotics and Law Enforcement Affairs (INL), the continuation of USAID assistance to magisterial
training, and U.S. Embassy training and equipment aid to Bulgarian law enforcement agencies in the pipeline,
2000 was a promising year for USG aid to the GOB. In 2001, the U.S. will use this assistance and will continue
to encourage the GOB in antidrug efforts, combating money laundering, drafting and implementing anticrime
legislative reforms, and continuing mutual cooperation with U.S. law enforcement. It will work with the GOB to
identify further law enforcement training, advisory and equipment needs, and seek funding to meet those
needs. The U.S. encourages the GOB to exchange counternarcotics information with other states in the region.
The U.S. will also promote counternarcotics cooperation with regional and Western European assistance and
UNDCP support for Bulgarian law enforcement authorities.

Croatia

I. Summary

Croatia is not a major producer of narcotics. However, smugglers—driven to other routes in the early 1990s by
war and instability—once again are using Croatia as part of the Balkans transshipment route of narcotics,
particularly heroin, to Western Europe. Organized crime elements in Albania control heroin trafficking into
Croatia. Cocaine also transits Croatia, entering frequently at the port of Rijeka. There have been some large
cocaine seizures in Croatia. Although Croatia is not a major transit country for drugs entering the United
States, it remains a country of concern to the U.S. During 2000, no new antinarcotics laws were passed,
although the government is considering new legislation to increase its capacity to fight organized crime and
corruption and to strengthen the interdiction powers of the customs directorate. In 2000, Croatia joined the
Southeast European Cooperation Initiative's regional center for combating transborder crime.

The Ministry of Interior is the government ministry most directly involved in antinarcotics activities. Croatia's
national narcotics strategy focuses on reducing domestic availability and demand for narcotics and curtailing
Croatia's use as a transshipment point. Croatia generally has strong cooperation with its neighbors to disrupt
drug trafficking. Croatia is a party to the 1988 UN Drug Convention.

II. Status of Country

Croatia, with a geographic position along the most direct route to Europe from Asia and limited resources for
securing its extensive coast and borders, offers significant possibilities for transshipping narcotics. The
Balkans route crossed Croatian territory prior to the break-‐‑up of Yugoslavia, although that traffic was
substantially displaced to neighboring states (for example, the Czech Republic and Hungary) during the
turmoil following the break-‐‑up of Yugoslavia. The government of Croatia detects an increased use of Croatia
as a transshipment center corresponding to the increase in stability in the region.

Domestic narcotics abuse remains a priority area of attention, a problem that has mildly worsened during
2000. In particular, police are concerned about an increase in overdose deaths as well as a surge in
amphetamine and ecstasy among the nation's youth.

III. Country Action Against Drugs in 2000

Policy Initiatives. Croatia continues to pursue its national strategy for combating abuse of narcotics. This
initiative included implementation of measures to reduce both supply and demand. The Interior Ministry,
Justice Ministry, and Customs Directorate have primary responsibility for law enforcement issues, while the
Ministry of Health has primary responsibility for the strategy to reduce and treat drug abuse. The Interior
Ministry's antinarcotics division is responsible for coordinating the work of drug units in police departments
throughout the country. The Interior Ministry maintains cooperative relationships with INTERPOL, neighboring
states as well as with counterparts in Germany and the United States.

Law Enforcement Efforts. During the first ten months of 2000, police made 5,532 seizures of narcotics and
6,132 persons had drug-‐‑related criminal charges filed against them. The number of criminal acts represents



approximately a ten percent increase over 1999. Seized drugs include: 6.2 kilograms of heroin, one kilogram
of hashish, 390 kilograms of marijuana, 930 kilograms of cocaine, 9,100 ecstasy pills and two kilograms of
amphetamines. Croatian officials believe that the vast majority of seized cocaine was destined for European
markets, largely because cocaine is prohibitively expensive for most citizens of Croatia. It represents only
seven to eight percent of total drugs consumed in the Croatian market.

Croatian officials estimate that there are between 10,000 to 15,000 heroin addicts, consuming between 400 to
500 kilograms of heroin annually. On average, approximately 1,400 Croatians become addicted to heroin every
year, although the rate of growth is slowing and the average age of addicts is increasing, suggesting that
demand for heroin may have peaked.

Corruption. Croatian Interior Ministry officials maintain that corruption is not an endemic problem.
Throughout 2000, however, there continued to be allegations of narcotics-‐‑related corruption and
narcotrafficking involving the then-‐‑ruling HDZ party, elements of the Croatian intelligence and military and
Bosnian Mafia groups. These allegations have not been substantiated.

Agreements and Treaties. In 2000, Croatia entered the Southeast European Cooperative Initiative's (SECI)
agreement to prevent and combat transborder crime. Croatia is a party to the 1988 UN drug convention, the
1961 UN Single Convention and its 1972 Protocol and the 1971 UN Convention on Psychotropic Substances.
Extradition between Croatia and the United States is governed by a 1902 extradition treaty between the U.S.
and Yugoslavia, which remained in force after Croatian independence. According to the Croatian constitution,
Croatian citizens may not be extradited with the exception of extradition to the International War Crimes
Tribunal in the Hague. Croatia signed the UN Convention Against Transnational Organized Crime and its
Protocols in December, 2000.

The Croatian government is drafting a new narcotics law that will enhance its ability to prosecute those
suspected of trafficking in precursor chemicals. Pending passage of the law, the government uses its
adherence to the 1988 UN Drug Convention as the basis for prosecuting precursor trafficking. The GOC also is
preparing new legislation to strengthen undercover activities against the drug trade as well as new measures
to enhance its ability to fight organized crime.

Cultivation/Production. The Interior Ministry continues a program to identify areas of marijuana cultivation.
The ministry assesses that small-‐‑scale marijuana production (less than 15,000 plants) for domestic sale and
use is the only narcotics production within Croatia.

Demand Reduction. 40,000 young people use drugs regularly, and between 10,000-‐‑20,000 are addicts,
according to Croatian authorities. The GOC continues to follow its 1998 national strategy on demand
reduction. The Ministry of Health, with limited resources, has implemented demand reduction programs. The
Ministry of Education requires drug education in primary and secondary schools. The state-‐‑run medical system
offers treatment programs for addicts. The GOC attempts to use high-‐‑profile events, such as the destruction
of over 900 kilograms of seized cocaine to raise awareness of the dangers of narcotics trafficking and the role
of law enforcement.

Most demand reduction initiatives, however, are locally driven and are financed from the local budgets. These
local programs encompass everything from prevention of drug abuse to rehabilitation and re-‐‑socialization of
the addicts. The GOC does not maintain a comprehensive list of institutions dealing with demand reduction.
After much debate, the GOC rejected a proposal to decriminalize possession of marijuana for personal use.

IV. U.S. Policy Initiatives and Programs

Croatia's democratic transition in early 2000 opened new opportunities for cooperation and assistance on
rule-‐‑of-‐‑ law and law enforcement cooperation issues that the U.S. is actively pursuing actively. The Interior
Ministry and U.S. law enforcement agencies enjoyed strong cooperation at the operational level. In addition,
the United States is providing technical assistance to the Croatian Customs Directorate as part of a World
Bank-‐‑funded effort trade facilitation project that would, inter alia, improve the capabilities of Croatian customs
to profile suspicious shipments, interdict drug shipments and curb corruption.

Cyprus

I. Summary

Cyprus is not a producer of significant amounts of narcotics. There is increasing concern about a perceived
increase in drug use among the population, but the Government of Cyprus (GOC) traditionally has low
tolerance for any narcotics use and continues its public affairs campaign to remind Cypriots that narcotics use
carries heavy penalties. As a result of its large offshore banking sector, Cyprus remains vulnerable to money
laundering. Cyprus is a party to the 1988 UN Drug Convention.

II. Status of the Country



Cyprus has a small, but growing population of soft-‐‑core drug users. Hashish is the most commonly
encountered drug, followed by heroin, cocaine, and ecstasy, all of which are available in most major towns.
Users consist primarily of young people and tourists. Cypriot law carries a maximum prison term of one year
for drug users under 25 years of age with no police record. While there is no indication of illicit drug or
precursor chemical trafficking, the island's highly developed business, modern telecommunications system,
fifth largest merchant shipping fleet in the world, and the free-‐‑port status of its two main seaports make
Cyprus an ideal location for such activity. Still low by international standards, drug-‐‑related crime has been
steadily rising since the 1980's.

III. Country Action Against Drugs in 2000

Policy Initiatives. During 2000, the GOC continued its efforts against money laundering, as outlined in the
subject chapter of this report. It followed a low tolerance policy on drug use in the country.

Accomplishments. These are mostly in the money laundering area, which are found in the subject chapter of
this report.

Law Enforcement Efforts. Although no statistics are available, Cyprus aggressively pursues drug seizures,
arrests, and prosecutions for drug violations. Cypriot police are generally effective in their law enforcement
efforts; their techniques and capacity remain restricted by a shortage of financial resources.

International enforcement cooperation is limited somewhat by the political division of the island into the
internationally recognized Republic of Cyprus and the "Turkish Republic of Northern Cyprus (TRNC)." Turkish
Cypriots have their own law enforcement organization responsible for the investigation of all narcotics-‐‑related
matters. There continues to be strong evidence of a growing trade in narcotics between the "TRNC" and Turkey
and Britain, as well as significant money laundering activities. There is also some evidence of smuggling of
narcotics from the "TRNC" to southern Cyprus.

Corruption. There is no evidence of senior or other officials facilitating the production, processing, or
shipment of drugs.

Agreements and Treaties. Cyprus is a party to the 1988 UN Drug Convention and the 1995 European
"Convention on Laundering, Search, Seizure and Confiscation of the Proceeds from Crime." During 2000,
Cyprus ratified the European "Convention on the Transfer of Proceedings in Criminal Matters" and the
European "Convention on Mutual Assistance in Criminal Matters." A new extradition treaty between the U.S.
and Cyprus went into effect in September 1999. A mutual legal assistance treaty, signed by the GOC and USG
in December 1999 awaits ratification by the U.S. Senate and the GOC.

Cultivation/Production. The only illicitly cultivated controlled substance in Cyprus is cannabis, and this is
grown only in small quantities for local consumption. The Cypriot authorities vigorously pursue this illegal
cultivation.

Drug Flow/Transit. There is no indication that Cyprus is used as a significant transit route for illicit narcotics.
Law enforcement efforts have mostly converted Cyprus from a drug transit point to a "broker point," in which
dealers meet potential buyers and negotiate the purchase and shipment of future shipments. This change is
likely also as a result of improved conditions in Lebanon. Lebanese containerized freight now moves directly to
third countries without transiting Cyprus.

Domestic Programs/Demand Reduction. While drug use remains relatively low in Cyprus, recent increases
have prompted the government to actively promote demand reduction programs through the school system
and social organizations, occasionally with DEA-‐‑Nicosia participation. Drug treatment is available.

IV. U.S. Policy Initiatives and Programs

Policy Initiatives. Combating money laundering in Cyprus continues to be one of the highest priorities of the
USG's policy towards Cyprus.

Bilateral Cooperation. Bilateral cooperation between the USG and GOC in law enforcement efforts has been
excellent, as has GOC bilateral cooperation with neighboring countries.

The Road Ahead. The USG seeks closer cooperation from the Office of the Attorney General, the Central Bank,
the Cyprus Police and the Customs Authority officials in drug enforcement and anti-‐‑money laundering efforts.
The USG will work with the GOC to heighten its enforcement of its laws.

Czech Republic

I. Summary

The Czech Republic is both a transhipment and destination country for illegal narcotics. Limited amounts of
pervitine are also produced in country. Continuing a trend cited in last year's report, Czech antidrug policy



emphasizes interdiction and criminal penalties against both narcotics traffickers and, to a lesser extent, users.
Czech cooperation with U.S., European and other international law enforcement efforts remains excellent. The
Czech Republic is a party to the 1988 UN Drug Convention.

II. Status of Country

Heroin from the south (mostly Turkey, moving north via the Balkans) continues to transit the Czech Republic
en route to Northern and Western Europe. Czech authorities attribute much of this activity to Kosovar Albanian
organized crime gangs, some of which maintain warehouse operations in the Czech Republic. Some heroin is
also sold in the Czech Republic. Cocaine and West African marijuana also reach the Czech Republic, mostly in
transit to Northern and Western Europe. While cocaine tends to be too expensive for the average Czech, some
is sold to Western tourists. Marijuana is the drug of choice for younger Czechs. The use of ecstasy is
reportedly also increasing, particularly among Czech University students. Some pervitine is produced in the
Czech Republic, primarily for local consumption (although some is now being exported to nearby countries,
e.g., Germany and Poland).

Recognizing that money laundering had become a problem, the Czech government took steps in 1999 and
2000 to clamp down on illegal financial transactions. On August 1, 2000, for example, a law prohibiting new
anonymous accounts went into effect. As part of their drive toward European Union (EU) membership, the
Czechs have also been engaged in legal and judicial reform efforts aimed at fighting major economic and
financial crimes and public corruption.

III. Country Actions Against Drugs

Policy Initiatives. In October 2000 the Czech government approved a "National Drug Strategy, 2001-‐‑2004,"
which will guide Czech antinarcotics efforts in the coming years. At the same time, the Czech government
approved a new "Strategy for the Fight Against Organized Crime," which includes several antinarcotics
components.

Another significant new policy initiative (announced in November 2000) was to give the Czech National
Antidrug Center (NADC) greater autonomy. Effective January 1, 2001, the NADC will report directly to the
Minister of Interior.

Law Enforcement Efforts. The Czech National Antidrug Center (also known as the Antidrug Police) and a
special Czech Custom's unit which focuses on narcotics and weapons smuggling have the lead in most major
antinarcotics cases. Both are considered elite law enforcement units. Two other special police units, the
Anticorruption Squad (SPOK) and the Anti-‐‑Organized Crime Police (UOOZ), sometimes handle cases which
involve narcotics (e.g., UOOZ might discover an organized crime gang engaged in a combination of
prostitution and drug-‐‑smuggling operations), but tend to turn purely narcotics cases over to the NADC.
Despite budgetary problems, all of these units appear to work hard, take their antinarcotics responsibilities
seriously and cooperate effectively on drug cases.

Corruption. We are unaware of any new cases of drug-‐‑related police or public corruption having been exposed
during 2000. The antidrug police, in particular, pride themselves on their integrity. The government's "Clean
Hands" anticorruption campaign has sought to identify and prosecute both public officials and business
executives engaged in illegal financial dealings (including money laundering), but has not reported any
narcotics-‐‑related cases.

Agreements and Treaties. The Czech Republic has upheld its responsibilities as a party to the 1988 UN Drug
Convention and the World Customs Organization's Convention on Mutual Administrative Assistance for the
Prevention, Investigation and Repression of Customs Offenses. Antinarcotics cooperation with the U.S. is
excellent, both in agency-‐‑to-‐‑agency terms and within the framework of the U.S.-‐‑Czech Mutual Legal
Assistance Treaty and the U.S.-‐‑Czech Customs Mutual Assistance Agreement. The Czechs also cooperate
closely and effectively with several of their European partners. Germany, France, Switzerland, and the Nordic
states have antinarcotics liaison officers attached to their embassies in Prague. The Czech Republic signed the
UN Convention Against Transnational Organized Crime in December, 2000.

Cultivation/Production. Marijuana production is negligible and apparently for personal uses only. The
Ministry of Agriculture monitors the cultivation and marketing of opium poppies grown for the poppy seeds
used in traditional Czech cuisine. Production in 2000 should remain consistent with non-‐‑illicit domestic use.

Pervitine (a Czech-‐‑produced methamphetamine) is the second-‐‑most popular drug (after marijuana) in the
Czech Republic. Traditionally, pervitine is produced in small labs in private homes, with production aimed at
domestic users. Official reports suggest some Czech-‐‑produced pervitine is being exported to neighboring
states (specifically, Germany and Poland).

Drug Flow/Transit. According to a recent report by the Mini-‐‑Dublin Group, there are some indications (based
on seizure data) that the transit of cocaine and ecstasy through the Czech Republic is increasing. Czech police



are also concerned about the role of organized crime (particularly groups from Kosovo, Nigeria, Vietnam and
the CIS-‐‑states) in the trade and trafficking of marijuana and heroin. Amphetamines produced in Poland and
Slovakia reportedly transit the Czech Republic en route north and west.

Domestic Programs/Demand Reduction. There are approximately 16,000 Czech drug addicts. Czech schools
engage in various antidrug education programs, but their effectiveness is difficult to gauge. The U.S. has
funded some efforts to train teachers in demand reduction methods. The Czech government also maintains a
network of counseling and health centers available to drug users seeking drop-‐‑by or continuing treatment. For
heroin addicts both methadone therapy and needle-‐‑exchange programs are available. Health experts believe
the needle-‐‑exchange program has greatly limited the spread of HIV/AIDS among IV drug users.

IV. U.S. Policy Initiatives and Programs

Policy Initiatives. U.S. goals and objectives in the Czech Republic include bolstering Czech law enforcement
(including antinarcotics) capabilities, maintaining effective links between U.S. law enforcement agencies and
their Czech counterparts, supporting Czech anti-‐‑money laundering efforts, and promoting drug abuse
awareness.

Bilateral Cooperation. In recent years, the U.S. has provided a number of training opportunities for Czech
police, customs officers, prosecutors and judicial officials. This training has included, inter alia, antidrug and
anticorruption components. Moreover, DEA maintains an extremely active cooperative relationship with the
Czech Antidrug police, and U.S. Customs Service agents work effectively with their Czech counterparts. The
U.S. has also helped fund a teacher-‐‑training program aimed at demand reduction.

The Road Ahead. The U.S. will continue to cooperate very closely with Czech government and police officials
in their antinarcotics efforts. Czech NADC officers and U.S. DEA agents will remain in close contact both on
specific cases and in broader counternarcotics program. The U.S. will work to identify resources to continue to
provide various training programs for Czech police, investigators, prosecutors and judges to complement our
goals of improving law enforcement effectiveness and assisting in Czech anticorruption efforts.

Denmark

I. Summary

Denmark's strategic geographic location and status as Northern Europe's primary transportation point make it
an attractive drug transit country. The Danes cooperate closely with their Scandinavian neighbors and the EU
against the transit of illicit drugs, and Denmark plays an increasingly important role in helping the Baltic States
combat narcotics trafficking. While quantities of drugs seized in Denmark are relatively small, Danish
authorities assume that their open border agreements and high volume of international trade allow some drug
shipments to transit Denmark undetected. Danish authorities report a dramatic increase in the use of ecstasy
and amphetamines in 2000, especially among younger Danes, although the figures on seizures do not reflect
this increase. Denmark is a party to the 1988 UN Drug Convention.

II. Status of Country

Drug traffickers use Denmark's excellent transportation network to bring illicit drugs to Denmark for domestic
use and for transshipment to other Nordic countries. Evidence suggests that drugs from Russia, the Baltic
countries, and central Europe pass through Denmark en route to other EU states and the U.S. The amount
flowing to the U.S. is relatively small and is not in an amount sufficient to have a significant effect on the U.S.
Seizures of all drugs except amphetamines are significantly lower than last year. Police in the region report this
is due to a change in the trafficking routes used by drug traffickers.

III. Country Action Against Drugs in 2000

Policy Initiatives. Denmark continues to provide training, financing, and coordination assistance to the three
Baltic countries (Estonia, Latvia, and Lithuania), principally to improve interdiction efforts. Denmark, Sweden,
and Norway have each stationed a Nordic liaison officer in one of the Baltic countries through their Politi Told
Nordic (PTN -‐‑ Nordic Police Customs) agreement. Denmark's officer is stationed in Lithuania.

Accomplishments. Danish police continued their aggressive counternarcotics efforts in 2000. Because of
public outcry over the release of arrested drug dealers in 1996, many of whom were foreigners, Danish law
was amended to make it easier to place drug dealers behind bars and to expel foreign dealers who reside
illegally in Denmark. Danish authorities view narcotics-‐‑related money laundering as a manageable problem
despite Denmark's role as a major financial center.

Danish law permits forfeiture and seizure of assets in drug-‐‑related criminal cases. Authorities strongly uphold
existing asset seizure and forfeiture law and cooperate with foreign authorities in such cases. There were no
significant seizures of assets in 2000. In 1998, U.S. authorities criticized Danish customs for lax enforcement
on exports of precursor chemicals to Latin America. Since then, the Danes have been very responsive and



proactive on monitoring exports.

Law Enforcement Efforts. Seizures for all types of drugs except amphetamines were down in 2000, reflecting
increasingly effective narcotics control efforts and changes in trafficking routes. Through December 2000,
Denmark confiscated 18.6 kilograms of cocaine (down from 24.2), 20.7 kilograms of heroin (down from 96),
1,697 kilograms of hashish and marijuana (down from 14,051), and 18,538 MDMA tablets down from 26,117.)
Figures used here for 1999 include a few more months data than those used in last year's report. (The decline
in seizures of hashish and marijuana is not as dramatic as it appears as the large numbers in 1999 were due to
a single 12-‐‑ton seizure aboard the M/V Kvedara.) Amphetamine were the only drugs that saw an increase in
seizures -‐‑ from 31.6 kilograms in 1999 to 42.9 kilograms in 2000. In April, authorities seized eight kilograms
of cocaine off of a charter flight from Venezuela at the international airport in Bilund. Local gangs had
discovered that there were no customs checks, not even drug-‐‑sniffing dogs, at this airport. In a related
operation, in August authorities arrested a large number of Danish drug traffickers, along with Bandido and
Hell's Angels gang members. One group of traffickers had enlisted the Bandidos as bodyguards and
distributors and the other group had enlisted the Hell's Angels. This multi-‐‑ton hashish trafficking operation
made Danish authorities aware that Danes, and not foreigners as previously believed, conduct much of the
drug trafficking in Denmark.

Denmark continues to bolster the interdiction capabilities of the Baltic States. One of the bases of operations is
on the Baltic island of Bornholm, Denmark's easternmost territory, where a continuing project involving the
customs services and police, in cooperation with the Danish Navy, works to interdict narcotics, other smuggled
contraband and illegal migrants.

Corruption. The U.S. has no knowledge of any involvement by Danish government officials in drug production
or sale, or other drug-‐‑related corruption. Danish laws regarding public corruption in general are sufficiently
stringent that there are no laws specifically targeting narcotics-‐‑related corruption.

Agreements and Treaties. Denmark complies with the requirements of all major international conventions
and agreements regarding narcotics to which it is party. Denmark also contributes toward the development of
common counternarcotics standards within the international organizations of which it is a member. Denmark
ratified the 1988 UN Drug Convention in 1991 and signed the enabling legislation for the European Drugs
Unit, now Europol, in 1997. Denmark signed the UN Convention Against Transnational Crime and its protocols
in December 2000. The U.S. has signed a Customs Mutual Assistance Agreement (CMAA) and an Extradition
Treaty with Denmark. Denmark participates in the Dublin Narcotics Assistance Coordinating Group and EU
meetings on related topics.

Cultivation/Production. There is no substantial cultivation or production in Denmark.

Drug Flow/Transit. According to law enforcement officials in Denmark, drugs transit Denmark on their way to
neighboring European nations and, to a lesser extent, to the U.S. There is no evidence that drugs entering the
U.S. from Denmark are in an amount sufficient to have a significant effect on the U.S. The ability of the Danish
authorities to interdict this flow is slightly hampered by Denmark's membership in the EU and the resultant
open border policies.

Domestic Programs/Demand Reduction. Denmark's Ministry of Health estimates that there are between
10,000 and 12,000 drug users in Denmark, which includes only those people who are officially registered as
addicts with the government and enrolled in government programs. The country maintains an extensive
counternarcotics education program in schools and youth centers. Drug addicts are treated in a large number
of institutions throughout Denmark. In addition to in-‐‑patient care at hospitals, out-‐‑patient care is available at
hospitals, youth crisis centers, and special out-‐‑patient clinics. These programs are free of charge to Danish
residents. In 1996, the government began funding programs that involve the treatment of addicts through a
medically supervised reduction program as an alternative to serving prison sentences. The debate on a
proposal to permit doctors to supply some addicts with heroin continues, but support is waning.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. The U.S. enjoys excellent cooperation with its Danish counterparts on drug-‐‑related
issues and in assisting in joint investigations.

The Road Ahead. In the coming year, the Danish authorities hope to increase their seizures of ecstasy tablets
within Denmark and work closely with the Norwegian authorities in interdicting drugs. The Danes will also
continue to build on the PTN agreement with their Nordic neighbors to increase information sharing and
cooperation against narcotics trafficking. The U.S. will continue its liaison with Danish authorities and work to
deepen its regional cooperation against illicit drug trafficking.

Estonia

I. Summary



This increase in drug use and transit through Estonia has been met by an increased response from law
enforcement authorities. The arrest of Estonian drug traffickers in neighboring countries and domestically, as
well as the destruction of several domestic drug labs, demonstrates Estonia's involvement in the international
narcotics trade. Nevertheless, by international standards, Estonia's narcotics problem is not grave. Estonia
joined the international community and ratified the 1988 UN Drug Convention in May of 2000.

II. Status Of Country

Estonia's geographical position, on the edge of the Baltic Sea linking Europe and Russia, makes transportation
of persons and goods and tourism the country's leading economic sectors. Tourism and soft border controls
between EU members has resulted in relatively safe transit routes for heroin, amphetamine and cannabis
products from the Netherlands, Belgium, and the Scandinavian countries to Estonia.

There is a growing demand for illicit narcotics. A recent survey shows that the number of 15-‐‑16 year old
students who admit having tried illegal drugs at least once has increased by a factor of seventeen in the last
four years (from 0.4 percent to 7 percent). However, compared with the situation in other countries, Estonia's
narcotics problem is not serious. The estimated drug abusers in the country number only about 20,000 out of
a population of 1.4 million.

III. Country Actions Against Drugs in 2000

Policy Initiatives. The Minister of Internal Affairs has recently stated that the national criminal code,
addressing drug-‐‑related crimes, must be made stronger. Domestically, the law on narcotics and psychotropic
substance provides a legal basis for controlling drugs, their precursor chemicals, the trafficking of drugs, and
also addresses treatment and rehabilitation of drug abusers. The most severe punishments are reserved for
those engaged in the sale and trafficking of narcotics, rather than to users. Although the Government of
Estonia (GOE) has declared narcotics control to be a priority, the domestic demand for hard drugs and an
upsurge of HIV virus-‐‑infected drug users in the northeast border area illustrate the limited effects of the GOE's
counternarcotics efforts.

Law Enforcement Efforts. According to the GOE`s 1997-‐‑2001 police program, the prevention of drug
addiction and narcotics-‐‑related crime is one of Estonia's top priorities. As a direct consequence, the
Counternarcotics Office of Central Criminal Police was established to coordinate the Estonian police and their
efforts. Fifty-‐‑seven full-‐‑time counter narcotics officers are assigned to the Tallinn-‐‑based central criminal
police bureau, up from 45 in 1999.

In addition, one police officer in each police prefecture has been assigned responsibility for drug matters. In
Tallinn a special counternarcotics team, accompanied by drug-‐‑sniffing dogs, regularly patrols the streets,
high-‐‑crime areas and youth nightspots. Two additional counterdrug offices have been established, one in
Tartu the country's second largest city in southern Estonia and the other in Narva a northeastern city
considered the most problematic after Tallinn and predominately populated by a Russian speaking minority.

A separate counternarcotics unit functions under the national customs board. The primary task of the unit is to
detect and prevent the smuggling of drugs in the areas along the border between control points. Nine border
guards have been trained to work full-‐‑time with drug-‐‑detecting dogs that work at the border. Similarly to
Estonian police, each customs region -‐‑ five in total -‐‑ has one or two customs officers whose responsibilities
include drug matters as a top priority. The Estonian customs board and private forwarding companies continue
to implement a cooperation agreement to impede expanding drug trafficking into and transit through Estonia.

During the first nine months of the year 2000, 987 drug-‐‑related crimes (a 19.4 percent increase over the same
period last year) and 1,559 civil offenses, such as possession of drugs in small amounts, were registered. Six
production sites (thee active, three abandoned) were discovered and shut down, compared with two in 1999.
The Central Criminal Police, through long-‐‑term surveillance efforts, confiscated about ten kilograms of newly
made Amphetamine and 100 liters of precursors, the largest seizure ever made by the Estonian police. The
GOE is quick to point out that the sharp rise is due not only to expanding drug abuse, but also to the
increasing expertise of law enforcement agencies, especially of the Estonian police.

Corruption. The drop in real wages has led to circumstantial corruption. The relatively large number of police
seizures and closing of drug labs, is an example of how highly-‐‑educated chemists who have access to good
lab equipment but are being paid low salaries are forced to find alternate means of income.

Treaties and Agreements. Estonia continues to meet the requirements of the three United Nations drug
conventions. In May 2000, the Estonian parliament ratified the UN 1988 Drug Convention. Estonia also is a
party to the 1961 UN Single Convention and its 1972 Protocol, as well as the 1971 UN Convention on
Psychotropic Substances. Estonia signed the UN Convention Against Transnational Organized Crime in
December, 2000.

Cultivation and Production. According to the central criminal police, 50 percent of the Amphetamine



consumed in Estonia are produced locally. Ecstasy has also been produced in Estonia. Addicts convert opium
poppy straw into an injectable acetylated opium solution also known as "Polish kompot" or "liquid heroin." This
solution has been produced in crude "kitchen labs," a process that requires precursor chemicals much the
same as those used in the conversion of opium to heroin. While the cold weather precludes Estonia from
becoming an important source of narcotics crops, small amounts of opium poppies and cannabis have been
reportedly cultivated. Countryside communities with small populations make it easy to keep these so-‐‑called
"narco-‐‑farms" hidden.

Drug Flow and Transit. According to the counternarcotics department of Estonia's central criminal police,
there is not one established drug trafficking route through Estonia. The spread of high technology Internet and
cellular phones, especially with the new untraceable phone-‐‑cards available at any kiosk, has resulted in an
increase in street trade and sales of narcotics. Traffickers take advantage of the frequent passenger ferries
from Finland and Sweden, that unload thousands of European tourists at the port's border control stations,
making it difficult for law enforcement agencies to adequately check parcels. Small boats and freight vehicles
are also being used for drug trafficking. Estonian dealers and traffickers have established direct contacts with
cocaine sources in Latin America, including Colombia and Venezuela. Amphetamine, other stimulants and
precursors are reportedly imported from Russia and other Former Soviet countries. The import of precursor
chemicals in particular has raised more concerns because of the difficulty of identifying them as such at the
border. Recently, narcotics police seized LSD-‐‑laced stamps originating in Latvia. This is three times more than
the total of the recent years.

Demand Reduction. Amphetamine, hashish, and acetylated opium products remain the most widely abused
drugs in Estonia. Police officials identify the increased use of Ecstasy by young people as one of their most
pressing concerns. Ecstasy is available for purchase in almost every bar and nightclub in Tallinn and has
become the drug of choice in the 15 to 25 year old group. Drug-‐‑related topics are a compulsory health
education subject of Estonia's basic and secondary education state study program. Estonian NGO's and youth
organizations are actively participating in counternarcotics efforts with a series of antidrug advertising
campaigns, educational exhibitions, lectures and video seminars designed both for students and teachers. On
the initiative of the Tallinn City Government, Estonia joined the international youth organization "path", and the
young people's leisure-‐‑time project, fully financed by Estonian businesses, corporations, and the Tallinn City
Government.

IV. U.S. Policy Initiatives and Programs

The U.S. pursued few policy initiatives and programs during 2000. A one-‐‑week drug enforcement operation-‐‑
training seminar was provided for the Estonian law enforcement community. And, a demand reduction summer
camp, focused on adolescents and teenagers, which sent a strong antidrug message. In 2001, the U.S. intends
to offer Estonia additional bilateral training dealing with drug enforcement and organized and financial crimes.

Finland

I. Summary

Finland is not a significant narcotics producing or trafficking country. However, drug abuse increased steadily
during the 1990s and into 2000, and drug-‐‑related crimes have increased four and a half times from 1990 to
2000. The police attribute the increased drug use to the wider availability of narcotics in post-‐‑Cold War
Europe; greater experimentation by Finnish youth; and a continuing gap between police resources and
incidents of drug abuse. One alarming result of this increase has been a significant rise in the number of drug-‐‑
related deaths and HIV cases. Effective controls on the Russian border have prevented the overland route from
developing into a trafficking conduit. The police are concerned, however, about heroin and methamphetamine
shipments arriving from the St. Petersburg area and the Baltic countries, respectively. Finland is a major donor
member of the UNDCP, and is active in counternarcotics initiatives within the European Union. Finland is a
party to the 1988 UN Drug Convention.

II. Status of Country

Finland remains an insignificant country with respect to narcotics production, trafficking, cultivation, and
production/diversion of precursor chemicals. Finnish law enforcement authorities effectively counter the threat
of trafficking from abroad. Estonia, Russia, Spain, and the Netherlands are Finland's principal sources of illicit
drugs. Existing Finnish legislation covers the distribution, sale, and transport of narcotic substances, as well as
extradition, law enforcement, transit cooperation, precursor chemical control, and demand reduction. It also
criminalizes abuse of illicit drugs with sentences of up to two years in prison.

Police have made significantly more arrests for heroin use and trafficking in 2000. Authorities suggest a link
between the increase in use of heroin and its increased purity and the sharp increase in the number of drug-‐‑
related deaths among young people. In September 2000, the Finnish press reported that since January 2000
there were 66 drug-‐‑related deaths among 15-‐‑ to 28-‐‑year-‐‑olds, compared with only 33 in all of 1998. Of the
140 drug-‐‑related deaths in 1999, about half were heroin-‐‑related. In 2000, the number of new cases of HIV



broke the record set in 1999, rising from 143 to 170. Health experts believe the increase is due in part to
intravenous drug use.

There are approximately 25-‐‑30 organized crime groups in Finland, some of which have connections with
organized crime in the Baltics and Russia. Some of these groups are facilitators and distributors of narcotics to
the Finnish market. Police are concerned that the implementation of the European Union's Schengen agreement
in March 2001, which will allow the free movement of people and cargo throughout the Union, might
increasingly make Finland a transit country for Russian organized crime.

III. Country Actions Against Drugs in 2000

Policy Initiatives. In late 1998, the Finnish government released a comprehensive policy statement on drugs.
This statement clearly articulated Finland's policy on drugs: complete prohibition. It reminded citizens that all
narcotics infractions, from "casual" use to manufacturing and trafficking, are crimes punishable under Finnish
law. However, in October 2000, the Finnish press reported that many prosecutors do not pursue charges in
minor drug possession cases. The Ministry of Justice is considering proposing legislation that would mandate
fines rather than prison time for minor drug possession offenses. This aside, the police believe it is imperative
to criminalize the system effectively in order to send a strong deterrent message to the "demand" end.

Accomplishments. In late 2000, Parliament passed legislation which would increase the law enforcement
community's ability to pursue criminals with additional investigative tools, including undercover investigations,
and authorization to make controlled "buys" (wiretapping was authorized in 1995). The legislation should go
into effect in March 2001. Following the issuance of the government's comprehensive policy statement on
drugs in late 1998, in February 2000, the Finnish police completed a strategy for combating drugs for 2000-‐‑
2003. The strategy places an increased emphasis on addressing street-‐‑level drug trafficking.

Law Enforcement Efforts. Police report a significant increase in arrests and seizures of heroin and ecstasy in
the late 1990's and into 2000. Police investigated 167 cases of indoor cannabis cultivation in the first six
months of 2000, up from thee equivalent total of 128 in 1999. Indoor cannabis cultivation is a fairly new
phenomenon in Finland, according to the police. While most homegrown cannabis is for private consumption,
some is intended for trafficking.

Beginning in the mid-‐‑1980s, law enforcement authorities focused limited police resources on major narcotics
cases and on significant traffickers, somewhat to the detriment of street-‐‑ level patrols, investigations, and
prosecutions. Police suggest the result of this focus was to lessen drug users' fear of arrest and to make
"recreational" drug use more widespread. According to the police, the steady rise in drug use during the 1990s
and 2000 led to a situation in which the number of drug offenders greatly exceeds the resources deployed to
combat illegal drugs. The police report that, following the release in late 1998 of the government's policy
statement on drugs, greater resources have been devoted to combating drugs at the street level. This includes
action by uniformed police officers, as well as by plainclothes police officers.

Corruption. There have been no arrests or prosecutions of public officials charged with corruption or related
offenses linked to narcotics money in Finnish history.

Agreements and Treaties. Finland is party to the 1988 UN Drug Convention and its legislation is consistent
with all the convention's goals. Finnish judicial authorities are empowered to seize the assets, real and
financial, of criminals. Finland has extradition treaties with many countries, and ratified the European Union's
extradition treaty in 1999. In December 2000, Finland signed the UN Convention Against Transnational Crime
and its protocols. A 1980 bilateral extradition treaty is in force between the U.S. and Finland. The USG has also
concluded a Customs Mutual Assistance Agreement with Finland. Finland is a member of the major donors'
group within the Dublin Group. The vast majority of its financial and other assistance to drug-‐‑producing and
transit countries has been via the UNDCP. Finland has had bilateral narcotics agreements with Estonia since
shortly after that country regained independence.

Finland does not have mutual legal assistance or precursor chemical treaties with the United States.
Multilateral treaties, including membership in the UNDCP, constitute the basis of Finnish cooperation with the
U.S. on counternarcotics initiatives.

Finland makes an impressive international effort to combat drug trafficking and other organized crime. The
Finnish police maintain liaison officers in eight European cities (four in Russia, four elsewhere). In addition,
Finland and the four other Nordic countries pool their resources and share information gathered by Nordic
liaison officers stationed in 34 posts around the world.

Cultivation/Production. During 2000, there were no seizures of indigenously cultivated opiates, no recorded
diversions of precursor chemicals, and no detection of illicit amphetamine, cocaine, or LSD laboratories in
Finland. Finland's climate and short growing season make natural cultivation of cannabis and opiates almost
impossible. Local cannabis cultivation involves small numbers of plants in individual homes using artificial
lighting. The distribution of the 22 key precursor chemicals used for cocaine, amphetamine, and heroin



production is tightly controlled.

Drug Flow/Transit. Hashish is the drug most often seized by the Finnish police. Trafficking in highly purified
methamphetamine from Estonia and Poland, small quantities of ecstasy from Estonia, and amphetamine for
Lithuania is a continuing concern for Finland. According to the police, these drugs are generally manufactured
in the Baltic region and elsewhere in Europe. Finnish authorities affirm that their land border with Russia is well
guarded—on both sides—to ensure that the border will not become a significant narcotics transit route. They
express continuing concern, however, about the recent presence (since 1998) of high-‐‑quality, powerful heroin
("white heroin") from the St. Petersburg area.

IV. U.S. Policy Initiatives

U.S. Policy Initiatives. The U.S. has pursued cooperation with Finland in a regional context, coordinating
assistance to the Baltic States. In January 2000, DEA conducted a two-‐‑week DEA regional drug enforcement
seminar in Helsinki. The seminar brought together participants from Finland, Estonia, Latvia, and Lithuania. In
December 2000, three FBI experts came to Helsinki at the invitation of the Finnish police to make
presentations at a Council of Baltic Sea States Law Enforcement Task Force on money laundering.

Bilateral Cooperation. Cooperation between U.S. law enforcement agencies and their Finnish counterparts
remains excellent.

The Road Ahead. The U.S. anticipates continued excellent cooperation with the Government of Finland in all
areas of countering crime and narcotics trafficking.

France

I. Summary

France remains a transshipment point for drugs moving in Europe. With its shared borders with trafficking
conduits such as Spain, Italy, and Belgium, and France's proximity to northern Africa, France is a natural
distribution point for drugs destined for North America from Europe and the Middle East as well as the
appropriate destination for drugs aimed at France and nearby countries. Specifically, ecstasy (MDMA)
originating in the Netherlands and Belgium, heroin originating in southwest Asia, cocaine originating in South
America, and cannabis originating in Morocco all pass through France.

A major concern of French officials is the continuing rise in the number of users of ecstasy and the large
quantities of this synthetic drug that are entering France. The use of crack cocaine is almost negligible. But the
use of cannabis (primarily hashish) is rising, particularly among young people, making it the most widely used
drug in France. Like other European countries, France is increasingly facing the problem of multiple drug
addiction. France is a party to the 1988 UN Drug Convention.

II. Status of Country

French government narcotics data for 1999, released in the spring of 2000, show that the number of persons
arrested for trafficking in cannabis remains significantly greater than for any other drug. The 1999 data show
that arrests for cocaine/crack trafficking increased by over 22 percent. In 1999 the amount of heroin seized
dropped 16.96 percent and there was a 17.78 percent decrease in the number of arrests for heroin use/resale.
This would indicate that actual use of heroin was also down for the third year in a row. Cannabis and ecstasy
continue to be the most widely abused drugs in France. The number of arrests for cannabis use/resale
increased 8.22 percent. Arrests for trafficking in psychotropic substances increased 110 percent and increased
17.25 percent for their use/resale.

III. Country Actions Against Drugs in 2000

Policy Initiatives. France's drug control agency, "La Mission Interministerielle de Lutte Contre la Drogue et la
Toxicomanie (MILDT)" (The Interministerial Mission for the Struggle Against Drugs and Drug Addiction), is the
focal point for French national drug control policy. MILDT coordinates among the many ministries that have a
role in establishing, implementing, and enforcing France's domestic drug control strategy. In June 1999 the
GOF adopted a three-‐‑year plan of action (1999-‐‑2001) to integrate efforts against the abuse of tobacco,
alcohol, and prescription drugs into France's antinarcotics programs. The plan gives a major role to
prevention, including health, welfare and education programs, while reaffirming the role of law enforcement
activities.

In January, a regional center for combating drugs was inaugurated at the police academy in Sofia, Bulgaria,
under a program for cooperation between the Interior Ministries of Bulgaria and France. In November, the
French government hosted a seminar in Almaty, Kazakhstan, which included police from Kazakhstan,
Uzbekistan, Kyrgyzstan, and Tajikistan to share operational methods used by law enforcement agencies in
European countries. In July, the French/EU presidency proposed an annual session of six seminars to be
offered to National Police of EU member states to take place in Lyon and Muenster between November 2000



and March 2001.

Accomplishments. France has stabilized and perhaps even reduced the number of heroin users. Having
adopted a new national drug policy, the GOF has commenced implementation of a three-‐‑year national drug
control strategy. French law enforcement officials continue to interdict and seize large quantities of narcotics
destined for or transiting France.

Law Enforcement Efforts. French counternarcotics authorities are efficient and effective. In 2000, French
authorities made notable seizures of narcotics. In May, French customs seized 192,000 ecstasy tablets in the
Port of Calais. In the same month, officials dismantled an international (France-‐‑Morocco) cannabis smuggling
ring. The second largest seizure of cocaine (117 kilograms) for the year was made in the Port of Calais on May
30. The General Directorate of Customs at Roissy, Charles de Gaulle Airport, seized over 285 kilograms of
cocaine only half-‐‑way through 2000. They predicted that seizures of heroin and cocaine in 2000 would be
greater than 1999. In August, a Spanish national was arrested following the seizure of 2,200 doses of LSD. In
September, customs officers seized 1.4 tons of cannabis resin in Bordeaux, the largest seizure in over a year.

France is an active participant in international efforts. In August, five tons of cocaine were seized in Orinoco
(Venezuela) as a result of French cooperative efforts. The confiscation operation included counternarcotics and
intelligence authorities from France, the U.S., and other countries.

In 1999 heroin seizures (203 kilograms) decreased by 40.86 percent, cannabis seizures (67,480 kilograms)
increased by 21.15 percent, cocaine seizures (3,687 kilograms) increased by 254.84 percent, LSD seizures
(9,991 doses) decreased by 46.51 percent, and ecstasy seizures (1,860,402 doses) increased by 62.88 percent.

Corruption. Narcotics-‐‑related corruption among French public officials is not a problem. The U.S. is not aware
of any involvement by senior officials in the production or distribution of drugs or in the laundering of drug
proceeds.

Agreements and Treaties. France is a party to the 1988 UN Drug Convention. It is a party to the 1961 UN
Single convention and its 1972 Protocol, as well as the 1971 UN Convention on Psychotropic Substances. The
USG and the GOF have narcotics-‐‑related agreements, including a 1971 agreement on coordinating action
against illicit trafficking. In 1996, the U.S. and France signed a new extradition treaty to replace the 1911
treaty and 1970 supplementary treaty currently in effect. The U.S. Senate ratified the new treaty in 1998. A
mutual legal assistance treaty signed in 1998 is expected to enter into force in 2001.

The U.S. has a Customs Mutual Assistance Agreement (CMAA) with the GOF. French officials participate in
international multilateral drug control efforts, including UNDCP, the Financial Action Task Force (FATF), and the
Dublin Group of countries to coordinate drug assistance. In 1999, France was the 11th largest donor to the
UNDCP, giving 9.5 million Francs (approximately $1.36 million), with particular emphasis on judicial
assistance, border controls in Southwest Asia, and money laundering. In December 2000, France signed the UN
Convention Against Transnational Organized Crime and its protocols.

Cultivation/Production. French authorities believe the cultivation and production of illicit drugs is not a
problem in France. France cultivates opium poppies under strict legal controls for medical use and produces
amphetamines. It reports its production of both products to the International Narcotics Control Board (INCB)
and cooperates with the U.S. Drug Enforcement Administration (DEA) to monitor and control those products.

Drug Flow/Transit. France is an important transshipment point for illicit drugs to other European countries.
Most of the heroin consumed or transiting through France originates in southwest Asia (Afghanistan and
Pakistan) and enters France via the Balkans after passing through Iran and Turkey. New routes for transporting
heroin from southwest Asia to Europe are developing through central Asia and Russia. West African drug
traffickers are also using France as a transshipment point for heroin and cocaine. These traffickers move
heroin from both Southwest Asia and Southeast Asia (primarily Burma) to the U.S. through West Africa and
France, with a back-‐‑haul of cocaine from South America to France through the U.S. and West Africa. Law
enforcement officials believe these West African traffickers are stockpiling heroin and cocaine in Africa before
shipping it to final destinations. France is also a transit route for Moroccan cannabis (hashish) destined for
European markets, and for South American cocaine destined for the U.S. and Europe. There is no evidence that
the heroin or cocaine entering the U.S. from France is in an amount sufficient to have a significant effect on the
U.S.

Most of the South American cocaine entering France comes from Spain and Portugal. Most of the ecstasy in
France or transiting France is produced in the Netherlands and Belgium.

Domestic Programs. MILDT is responsible for coordinating France's demand reduction programs. Drug
education efforts target government officials, counselors, teachers, and medical personnel. The GOF is
continuing its experimental methadone treatment program. Although there continues to be public debate
concerning decriminalization of cannabis, the GOF is opposed to any change in the 1970 drug law that
criminalizes all uses of illicit substances, including cannabis.



IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. U.S. and GOF counternarcotics law enforcement cooperation remains excellent with a
confirmed practice of information sharing. Most recently, French counterparts attended a conference on
ecstasy held in the United States.

The Road Ahead. The U.S. will continue its cooperation with France on all counternarcotics fronts, including
multilateral efforts such as the Dublin Group and UNDCP.

Georgia

I. Summary

Georgia is a secondary transit route for narcotics flowing from Central Asia to Europe. Georgia has the
potential to become an important narcotics transit route in the future because of the lack of control the
government exercises over some of its borders and territory. Law enforcement agencies remain overstaffed,
under-‐‑equipped, poorly paid, and have a reputation for corruption. The United States Government continues to
provide training and equipment for the border guards and customs officials. Georgia is a party to the 1988 UN
Drug Convention and is working with the UN Drug Control Program.

II. Status of Country

Georgia is a secondary transit route for heroin smuggled from Afghanistan to Europe and morphine base, also
from Afghanistan, being transported to Turkey. Given Georgia's geographic location and its ambition to form
part of an overland trade corridor between Europe and Asia in the future, there is a possibility it could also
emerge as a major drug route. Local involvement in drug trafficking remains limited, but cigarette, fuel and
alcohol smuggling are major illegal activities in Georgia. Interdiction efforts are hampered by Georgia's lack of
control of all its territory and its borders, some of which continue to be under separatist control.

III. Country Actions Against Drugs in 2000

Policy Initiatives. Counternarcotics efforts are coordinated under an inter-‐‑agency group chaired by the
Ministry of Interior (MOI) with the Ministry of State Security (MSS) as deputy chair. The interagency group did
not undertake any significant counternarcotics policy initiatives in 2000. The lead agencies remain fully
occupied with other priorities involving Georgia's national security.

Law Enforcement Efforts. Drug seizures and arrest in 2000 are reported to have risen 200 percent from
1999. Despite a growing awareness of the dangers of increased narcotics transiting, all of the relevant law
enforcement agencies in Georgia suffer from a lack of financial resources. Their personnel are under-‐‑equipped
and poorly trained. Command lines are vague and these organizations are vastly over-‐‑staffed.

Corruption. Corruption is a significant problem for Georgia's law enforcement agencies. There is widespread
acceptance of corruption within Georgian society. Despite numerous investigations and firings, petty
corruption on the part of lower level government officials is still widely tolerated as an inevitable consequence
of economic hardship and paltry salaries, often unpaid for months at a time. Customs officials lack proper
training and are easily corruptible. The President appoints the head of the customs service, but other positions
are reportedly purchased.

Agreements and Treaties. The GOG has no counternarcotics agreements with the United States. Georgia has
been a party to the 1988 UN Drug Convention since January 1998. Georgia is also a party to the council of
Europe Prisoner Transfer Treaty. Apart from a cooperation agreement between Georgia and Turkish Interior
Ministries, there are no formal mechanisms to exchange counter narcotics information. Georgia signed the UN
Convention Against Transnational Organized Crime and its Protocols in December, 2000.

Cultivation and Production. Estimates by the GOG on the extent of narcotics cultivation in Georgia are
unreliable. They do not, for example, include those areas of the country outside the central government's
control. Despite a small amount of low-‐‑grade marijuana grown mainly in the foothills of the Caucasus
Mountains, largely for domestic use, Georgia does not appear to be a significant producer of narcotics.
Although Georgia has the technical potential to produce precursor chemicals, it has no known capacity for
presently producing significant quantities of such chemicals.

Drug Flow/Transit. The government has no reliable statistics on the volume of drugs transiting Georgia.
However, the Ministry of Internal Affairs (MOIA) has reported that 95 percent of illegal drugs in Georgia are
imported. MOIA statistics indicate incidences of illegal drug contraband seizures doubled in 2000.

Demand Reduction. There are approximately 20,000-‐‑25,000 drug addicts in Georgia, according to MOIA
estimates. The drugs of choice are heroin and opium. The national program prepared by the MOIA's
antinarcotics unit is comprehensive; however, program implementation has been constrained due to a lack of
resources. Besides law enforcement activities, the government's strategy involves the treatment of addicts and
the education of young people as keys to the long-‐‑term reduction of domestic drug use.



IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. In the year 2000, the USG provided $20 million to the Georgian Law Enforcement
Assistance program. This program has assisted the GOG in developing the capabilities of its border guards and
customs service to control Georgia's borders after Russian Border Guards pulled out in 1998. This program
included counternarcotics training, training in tracking migration of persons, technical assistance, and an
antinarcotics seminar for the entire Caucus region.

The Road Ahead. Corruption in Georgian law enforcement agencies makes effective counternarcotics efforts
problematic. Financial and technical assistance from the U.S. and the international community should
concentrate on building capacity to monitor and control the workings of the law enforcement bodies.

Germany

I. Summary

Although not a major producing country, Germany is a consumer and transit country for narcotics. Most illicit
drugs are consumed in Germany, with ecstasy use showing a dramatic surge. Cocaine and heroin also rank as
widely used illicit drugs. There is a high level .of cooperation between Germany and the United States on
prevention programs, interdiction, money laundering, precursor chemical diversion, and Dublin Group
(assistance coordination) matters. Drug use and attendant problems continue to be treated primarily as social
and health issues rather than criminal issues in Germany. Germany has criminalized money laundering and in
mid-‐‑2000 created a Financial Intelligence Unit and established a central database for reporting of suspicious
money laundering transactions. Germany is a party to the 1998 UN Drug Convention.

II. Status of Country

Drug couriers from around the world travel to or through Germany via its major airports at Frankfurt and
Duesseldorf, and its North Sea and Baltic seaports such as Hamburg, Bremen, and Rostock. Much of the heroin
for the markets of Europe passes through Germany. Heroin is destined for the Netherlands, and most seizures
have been from Turkish nationals. Colombia, as well as several other Latin American countries, remains the
main source of cocaine transiting Germany. Germany is the world's leading manufacturer of pharmaceuticals,
making it a target for the diversion of precursor chemicals used in the production of illicit narcotics.

III. Country Actions Against Drugs in 2000

Policy Initiatives. With the 1998 shift of responsibility for the coordination of drug policy from the Ministry of
Interior to the Ministry of Health, Germany's approach to drug use and problems shifted from law enforcement
to social and health concerns. Focus continues to be on prevention and raising awareness of drug addiction as
a disease. Drug consuming rooms, where addicts shoot up in a clean environment and are offered drug
counseling, were legalized by the German Federal Government in February 2000. Hamburg, a leader in
addressing drug addiction as a health problem, was the first German state to pass implementing legislation for
the drug consuming rooms. Assessing the effectiveness of drug consuming rooms is difficult due to the
absence of hard data, but those in Hamburg received considerable government support as one tool in the
battle against drugs. The rooms remain controversial within Germany and in other countries. Unless they can
provide solid evidence of effectiveness, they are not likely to become widespread.

Germany continues to contribute to the UNDCP. Germany ranks with Italy, England, the United States, Japan,
and Sweden as one of the most important contributors to the UNDCP. The Federal Ministry for Economic
Cooperation and Development annually contributes approximately U.S. $2.3 million to be used in narcotics
control programs.

Accomplishments. Through October 2000, German law enforcement officials had numerous successes in
seizing illicit narcotics either destined for the German market or transiting Germany for other markets. During
the first six months, eight drug laboratories were discovered (five for the production of cocaine and three for
the production of amphetamines). German police cooperated with Spanish law enforcement officials in May
2000 in seizing 4.5 tons of hashish in Valencia, Spain. In addition, the alleged perpetrators had over U.S.
$500,000 in a Berlin bank. In October, Munich police seized 10.4 kilograms of heroin at a street price of
approximately U.S. $10 million. In November, Customs investigators in Frankfurt and Hamburg apparently
thwarted a possible drug deal with a value of approximately U.S. $300 million. Cargo from China containing
452 kilograms of a chemical substance used in the manufacture of ecstasy was destroyed at the Frankfurt
airport. In November, Bavarian authorities seized 87 kilograms of heroin (the largest seizure in 2000). The
drugs in this seizure apparently originated in Turkey and were destined for the German market. In November,
Bavarian customs authorities seized 400 kilograms of hashish, their largest discovery of hashish in several
years. This hashish, which was discovered in an Albanian refrigerator truck, entered Germany via Italy and
Austria. Official figures for the first six months of 2000 reported total heroin seizures during that period as
339 kilograms, cocaine seizures at 384 kilograms, amphetamines at 125 kilograms. Hashish and marijuana



seizures for the fist six months of 2000 were reported as 6.2 MT and 3.1 MT, respectively. Some 720 thousand
MDMA-‐‑"Ecstasy" pills were seized as well.

Law Enforcement Efforts. At the state and federal levels, German law enforcement efforts are effective.

Corruption. Neither the government nor senior officials encourage or facilitate the production or distribution
of illicit drugs. Isolated cases of corruption may occur, but it is not a major problem in Germany.

Agreements and Treaties. Germany is a party to the 1988 UN Drug Convention. Germany signed the UN
Convention Against Transnational Organized Crime and its protocols in December 2000. A 1978 extradition
treaty and supplement is in force between the U.S. and Germany. Negotiations for a Mutual Legal Assistance
Treaty (MLAT) between the U.S. and Germany are on-‐‑going. There is a Customs Mutual Assistance Agreement
(CMAA) between the U.S. and Germany.

Cultivation/Production. Police occasionally discover marijuana plants cultivated for personal use, but there is
no reported large-‐‑scale cultivation of any type of drug in Germany.

Drug Flow/Transit. Germany remains a transit country for illicit narcotics. Afghan heroin moves through
Turkey along the "Balkan Route" into Germany. Most cocaine seizures involved drugs from Colombia, though
other countries of transit/origin include The Netherlands and Brazil.

Domestic Programs/Demand Reduction. Federal Ministry of Health State Secretary Christa Nickels, tasked
with overseeing Germany's drug policy, continues to emphasize prevention and demand reduction. DEA works
closely with local law enforcement officials in outreach programs, such as presentations at schools, in
conducting prevention and demand reduction programs.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. German law enforcement agencies work closely and effectively with their U.S.
counterparts in narcotics related cases. Close cooperation to curb money laundering continues between DEA,
the Federal Bureau of Investigation (FBI), the Internal Revenue Service, and the U.S. Customs Service and their
German counterparts. These agencies and their FRG counterparts routinely cooperate in joint investigations.
Within the last year, there were 25 controlled deliveries to the U.S. resulting in the seizure of over 500
kilograms of ecstasy and numerous arrests. Further investigations in these cases have resulted in the
identification and arrest of an international ecstasy dealer. German-‐‑U.S. cooperation has also yielded an
excellent program designed to attack diversion of the chemical precursor for cocaine production.

The Road Ahead. The United States will continue its cooperation with Germany on all bilateral and
international counternarcotics fronts, including the Dublin Group and the UNDCP. Completion of an MLAT will
remain a priority for both the U.S. and Germany.

Greece

I. Summary

Greece is an important "gateway" country in the transit of illicit drugs. Narcotics flow into Western Europe both
through Greece's porous marine borders and through land borders with neighboring countries. Heroin and
hashish enter Greece via Turkey, while cannabis and other drugs enter via Albania, Bulgaria and FYROM
(Former Yugoslav Republic of Macedonia). Greek authorities report that drug abuse, particularly of heroin, is
increasing. The country has the second highest rate of increase in drug overdose deaths in Europe.

Although Greece is not a major transit country for drugs coming to the United States, it remains a country of
concern to the U.S. Local U.S. authorities report an excellent working relationship with Greek law enforcement
agencies. The government of Greece (GOG) is an active member of international antidrug and anti-‐‑money
laundering organizations such as the Financial Action Task Force (FATF) and the Dublin Group, in which a
Greek representative chairs the Balkans/Near East regional working group. The Greek Parliament ratified the
Southeast European Cooperative Initiative's (SECI) anticrime initiative and plans to participate in the work of the
regional anticrime center in Bucharest, and its specialized task force on counternarcotics. Greece is a party to
the 1988 UN Drug Convention.

II. Status of Country

Greece's geography, particularly its extensive coastline and numerous islands, its merchant marine (largest in
the world), and its membership in the European Union make it a favored drug transshipment route to Western
Europe. Two major Balkan drug routes pass through Greece: from Turkey through Greece and Albania to Italy,
and from Turkey through Greece to Bulgaria and on to Central and Western Europe.

The domestic market for illicit drugs is growing, particularly for heroin. A 1999 study by the University of
Athens found that the use of narcotics tripled in the last 15 years. Greek officials in charge of counternarcotics
policy estimated the number of persons in Greece using heroin on a regular basis at approximately 40,000,



with an estimated 90 percent of the heroin addicts using it intravenously. Other drugs used include cocaine,
LSD, ecstasy, barbiturates, amphetamines, and locally grown marijuana. Academic sources estimated the
average age for first time marijuana use to be 16 years old. Solvents are the most widely used controlled
substances among high school students (6.5 percent in 1993 and 13.7 percent among students aged 15-‐‑16 in
1998).

While not a major producer, supplier, or transshipment point for precursor chemicals, Greece has a special
customs unit to track and investigate chemical imports and exports.

III. Country Actions Against Drugs in 2000

Policy Initiatives. The Ministers of Health and Justice approved the extension of the government's network of
methadone treatment, in addition to two methadone treatment centers already in Athens and two in
Thessaloniki, to several other major cities in Greece. OKANA, the Ministry of Health's agency for combating
narcotics use, treats approximately 666 addicts at the four existing methadone treatment centers and has
4,076 people on its waiting list. (The long list is due to the limited number of centers available to addicts.) It
also runs a needle exchange program; syringes are inexpensive and readily available in pharmacies.

The Ministry of Justice, with OKANA and the Ministry of Health, undertook the creation of a treatment facility
for prison inmates addicted to drugs. The center, to be located in Avlona (Thiva), has not yet opened.

Accomplishments. The Financial Crimes Enforcement Unit (SDOE) of the Ministry of Finance has participated in
a number of narcotics interception operations since it was activated in 1987. In August 2000, after a nine-‐‑
month multi-‐‑nation investigation, the U.S. Drug Enforcement Agency (DEA), working with the Hellenic National
Police (HNP), SDOE and Hellenic Coast Guard (HCG), seized 9.5 tons of cocaine off the coast of Venezuela and
several cargo vessels, and arrested 50 suspects, several of whom were expelled to the United States. Greek
authorities will play a significant role in providing testimony and evidence in these trials.

The DEA and HCG have also had many successes in their container program this year in South and Central
America. Ships transiting through Greek ports were seized and searched. Shipments of hundreds of kilograms
of drugs were found as a result of this program.

Law Enforcement Efforts. The Central Narcotics Council, composed of representatives from the Ministries of
Public Order, Finance, and Merchant Marine, coordinates Greece's drug enforcement activities. Cooperation
between U.S. and Greek law enforcement officials is excellent; the GOG pursues U.S. requests for legal
assistance routinely. Greek laws permit the seizure of assets related to drug convictions. For the first time, the
authorities are also permitting the sharing of seized assets with other countries. The money raised in 2000
from the auctioning of several seized cargoes was shared between the U.S. and the Greek counternarcotics
agency.

From January 1-‐‑September 30, 2000, statistics show that the GOG seized 86 kilograms of heroin, 15 kilograms
of cocaine, and 25 kilograms of cannabis resin. In addition, 61,000 cannabis plants were seized as well as
seven tons of cannabis herb. During this period in 2000, there were 8,727 drug-‐‑related arrests and 5,670
drug investigations. In December 2000, law enforcement officials seized a shipment of 500 kilograms of
heroin.

The antinarcotics unit of the Greek police does not have its own budget. As a result, police equipment is often
outdated and training is infrequent, but has improved since 1999.

Corruption. The Ministry of Public Order opened a Bureau of Internal Affairs in October 1999 to combat police
corruption. Local U.S. authorities had no reports of serious corruption within the narcotics department of the
police force, nor in other governmental antinarcotics agencies. The government Ombudsman's office, created
in 1998, has authority to investigate corruption complaints within the governmental bodies that bear the
antinarcotics responsibility in Greece.

Agreements and Treaties. Greece is a party to the 1988 UN Drug Convention, and meets the convention's
goals and objectives relating to drug cultivation, distribution, sale, transport, law enforcement, transit
cooperation, and demand reduction. Greece has passed implementing legislation for essential and precursor
chemical controls. An agreement between the GOG and the U.S. to exchange information on narcotics
trafficking has been in force since 1928, and an extradition treaty has been in force since 1932. The U.S.
ratified a new Mutual Legal Assistance Treaty (MLAT) in December 2000 between the United States and Greece.
The MLAT was ratified by the Greek Parliament in October 2000. The Police Cooperation Memorandum, signed
in September 2000, will enhance operational police cooperation between the two countries. The U.S. has
concluded a Customs Mutual Assistance Agreement (CMAA) with the GOG.

Cultivation/Production. Cannabis, cultivated in small amounts for local consumption, is the only illicit drug
produced in Greece.

Drug Flow/Transit. Greece is a major transshipment route to Western Europe for heroin from Turkey, hashish



from the Middle East, and heroin, ecstasy, and marijuana from Southwest Asia. Metric ton quantities of
marijuana and smaller quantities of other drugs are smuggled across the borders from Albania, Bulgaria, and
FYROM. Marijuana has been smuggled into Greece on pack mules across the mountainous border with Albania.
Hashish is off-‐‑loaded in remote areas of the country and transported to Western Europe by boat or overland.
Larger shipments are smuggled into Greece in shipping containers, on bonded "TIR" trucks, in automobiles, on
trains, and in buses. Such trucks typically enter Greece via Turkish border crossings, then cross the Adriatic by
ferry to Italy. A small portion of these drugs is smuggled into the United States, including Turkish-‐‑refined
heroin that is traded for Latin American cocaine, but there is no evidence that drugs narcotics entering the U.S.
from Greece are in an amount sufficient to have a significant effect on the United States. Nigerian drug
organizations smuggle heroin and cocaine through the Athens airport, and increasingly through the Aegean
islands, from Turkey. The police have raided several organizations selling anabolic steroids (not a controlled
substance in Greece) by mail to purchasers in the United States. Cocaine also transits through Greece to other
parts of Europe.

Domestic Programs. OKANA coordinates all national antinarcotics policy in Greece. It heads demand reduction
efforts, develops and administers information and prevention programs, runs treatment centers for substance
abusers, and coordinates with other agencies involved in narcotics treatment and prevention.

IV. U.S. Policy Initiatives and Programs

Policy Initiatives. DEA has a close working relationship with representatives of the Greek Coast Guard, the
national police, Customs, SDOE, and INTERPOL.

The economic section of the U.S. Embassy in Athens maintains regular contact with SDOE. The Embassy's office
for public diplomacy regularly distributes literature on drug prevention, and periodically arranges background
briefings with DEA officers for local journalists and general informational seminars. Local DEA officials are
frequent speakers at local schools. Another program provides grants to Kethea (a self-‐‑regulating legal entity
under the supervision of the Ministry of Health, providing treatment, vocational training and social
rehabilitation to drug addicts) to bring U.S. rehabilitation experts for two weeks at a time to train Greek
therapists.

The Road Ahead. The United States will encourage the GOG to continue to participate actively in international
organizations such as the Dublin Group and OSCE. DEA will continue to seek funding to offer training to Greek
officials. DEA will also continue to organize additional conferences, seminars, and workshops with the goal of
building regional cooperation and coordination.

Hungary

I. Summary

Hungary is an important transit country for illegal narcotics from Southwest Asia to Western Europe. Among
other drugs, Hungary receives synthetic drugs and marijuana from the Netherlands, and heroin through the
Balkan Route. After dramatically increasing in the early 1990's, drug seizures have remained relatively stable
over the past few years. In 2000, however, there was an increase in seizures, possibly linked to improvements
in Hungarian border control. Domestic consumption of illegal narcotics, particularly heroin and ecstasy,
continued to be a problem. The Government of Hungary (GOH) passed strict antidrug legislation in late 1998
that went into effect in early 1999 and introduced stiff penalties for using and/or selling narcotics. The
government has also campaigned to eliminate corruption among government officials, especially those in the
political or judicial sphere, and a national anticorruption strategy is in the process of being formulated.
However, there is scant evidence of success in this field.

Drug traffickers may be punished with life imprisonment. Civil rights activists have been critical of the
government, arguing that the new laws unfairly punish users. A Data-‐‑Sharing Agreement to improve further
U.S.-‐‑Hungarian law enforcement cooperation was concluded in January 2000. Hungary is a party to the 1988
UN Drug Convention.

II. Status of Country

Hungary continued to be used as a major transit country for illegal narcotics smuggled from Southwest Asia
through the Balkans to Western Europe, although some disruption of traditional routes occurred as a result of
instability in the FRY (Former Republic of Yugoslavia). Although Hungary is not a major transit country for
drugs coming to the United States, it remains a country of concern to the U.S. The Hungarian government
assesses that foreign groups primarily control transit and sale of narcotics in Hungary, particularly groups
from Albania, Turkey and Nigeria. Many of these groups have been resident in Hungary for several years.
Ethnic Turks are continuing a trend toward increasingly more sophisticated means of transporting drugs
through Hungary, including the use of German-‐‑licensed vehicles that are not as closely scrutinized by border
guards.



III. Country Actions Against Drugs in 2000

Policy Initiatives. Anticrime legislation passed into law on March 1, 1999 was the first anticrime initiative of
the new government elected in May 1998. The legislation stiffens Hungary's criminal code, extends life
imprisonment for drug trafficking, allows confiscation of property, creates new criminal provisions for
production of chemical precursors and increases penalties for drug-‐‑related crimes. All drug consumers,
including casual users, are subject to criminal penalties, although addicts may be exempted from prosecution.
Civil rights leaders claim that the new provisions, among the toughest in Europe, will unfairly punish casual
users, while exempting addicts.

Accomplishments. The GOH adopted a National Drug Strategy, which includes demand reduction and law
enforcement efforts. The Coordination Committee on Drug Affairs was established as part of the National Drug
Strategy to act as a forum to iron out political conflicts associated with implementing the national strategy. Its
creation addresses calls in Parliament to replace the inter-‐‑ministerial drug committee by a "Drug Czar" and an
entirely new office responsible for antinarcotics strategy. According to unconfirmed press reports, a detailed
budget for the strategy, estimated at 17 Billion HUF (roughly U.S. $56 million) and the draft strategy itself were
submitted to Parliament where final approval is expected with few changes.

Law Enforcement Efforts. Hungarian and Austrian border authorities continue joint cross-‐‑border antinarcotics
investigation efforts begun in 1998. Eastern Hungary has seen initial steps toward joint border control efforts
with Romanian and Ukrainian counterparts encouraged by the U.S. Embassy, while updated detection
equipment provided by the European Union at high-‐‑incident border posts will continue to help bring down
incident rates in these areas. On December 5, the Hungarian Parliament passed a bill creating an Anti-‐‑Mafia
Center that will provide needed data-‐‑sharing and investigative cooperation between Hungarian law
enforcement bodies with investigative powers and the secret services. The Center was scheduled to begin
operations in January 2001, despite the Hungarian Socialist Party's appeal to the Constitutional Court to block
the opening of the Center on constitutional and political grounds.

Corruption. Hungary's governing coalition passed an anti-‐‑Mafia package that went into effect in March 1999.
Its provisions include increased criminal penalties for organized crimes relating to drugs and money
laundering in addition to a number of other offenses. In 1999, the GOH conducted an anticorruption campaign
targeted primarily at civil servants. A new code of ethics for Interior Ministry civil servants is being prepared in
line with assistance provided by the U.S. Embassy. The new Border Guards commander, upon assuming office
in late 1999, unveiled plans for a new personnel system designed to break up the continuity of border guards
posts in an effort to separate groups of potentially corrupt officials. The plans have not yet been implemented.
To date, there is little evidence of concrete progress in this anticorruption campaign, although the arrest of
Parliamentarian Istvan Szekely for taking bribes may provide the first example of a high-‐‑level corruption
prosecution since the regime change in 1990. There have been no narcotics-‐‑specific corruption cases of which
we are aware.

Agreements and Treaties. Hungary is party to the 1961 UN Convention amended by the 1972 Protocol, the
1971 UN Convention and the 1988 UN Drug Convention. An extradition treaty and mutual legal assistance
treaty are in force between the U.S. and Hungary. A bilateral Data-‐‑Sharing Agreement was signed in January
2000 that paved the way for even closer cooperation between U.S. and Hungarian law enforcement agencies.
Hungary signed the UN Convention Against Transnational Organized Crime and accompanying Protocols in
December, 2000.

Cultivation/Production. GOH authorities claim that marijuana (mostly cultivated in Western Hungary), ecstasy
and LSD are locally produced; all other illegal narcotics are imported into Hungary. Seventeen marijuana plots
were eradicated in 1998; four in 1999; but only one, consisting of 117 plants, was eradicated as of the end of
November 2000.

Drug Flow/Transit. Through the first 11 months of 2000, overall drug seizures went up sharply in Hungary,
owing largely to a handful of large confiscations scattered throughout the year. The Hungarian Customs
Service noted, particularly, the steep increases in heroin, marijuana, hashish, and opium seizures. Slight-‐‑to-‐‑
moderate decreases were observed in coca leaf (tourist confiscations), ecstasy and LSD seizures, but the
volume of these decreases was dwarfed by the increases cited above. The gross weight of confiscations
through the end of November 2000 increased by some 430 percent over 1999 figures.

Demand Reduction. Hungarian officials continue to report the increasing seriousness of their domestic drug
problem, particularly among teens and those in their twenties, who have benefited from the country's strong, if
unequal, economic performance. There are 10,000 heroin addicts in Hungary, and synthetic drugs are also
widely abused. In response to this growing problem, the National Drug Strategy, adopted on December 5,
plans to expand prevention programs modeled after a 1995 U.S. pilot project in Hungary to train teachers to
identify and counsel students using drugs. The strategy also plans to broaden law enforcement efforts begun
in 1998 to attack the drug supply network. To achieve these goals, the GOH will use public information
campaigns and other methods to deliver better, more complete information about the dangers of drug use to



the public. In addition, national drug treatment capabilities will be expanded and lifestyles that are more
productive will be highlighted as a way of limiting exposure to and a desire to experiment with psychotropic
drugs. Funding for the National Drug Strategy (USD $56 million) is spread over a three-‐‑year term.

IV. U.S. Policy Initiatives and Programs

U.S. Policy Initiatives. The U.S. focuses its support for GOH counternarcotics efforts on training and
cooperation through the ILEA (International Law Enforcement Academy) and bilateral programs with the GOH.
As part of the U.S. program, DEA conducts training programs for its Hungarian counterparts, which included an
Asset Forfeiture course in September 2000. DEA maintains a regional office in Vienna, Austria, that is
accredited to Hungary and works with local and national authorities.

Bilateral Cooperation. GOH officials continue to participate in international law enforcement training efforts,
particularly through the ILEA and the bilateral program coordinated by the U.S. Embassy in Budapest. The U.S.
has been supportive of Hungarian legislative efforts to stiffen criminal penalties for drug offenses, and will
continue to support the GOH through training at ILEA and ad hoc initiatives. The USG will continue to sponsor
law enforcement training programs and technical assistance via the USG "6-‐‑Point" Plan.

The Road Ahead. The U.S. will continue to enhance its already excellent law enforcement and counternarcotics
relationship with the GOH. The U.S. will move to ensure effective implementation of the 2000 Data Sharing
Agreement and the Mutual Legal Assistance Treaty. The U.S. will work to secure resources to provide
assistance to the GOH in all its counter crime efforts, with special attention to improvements in efforts to
counter corruption.

Iceland

I. Summary

Few, if any, illegal drugs are produced in Iceland and the country is not considered to be a major transit point
between North America and mainland Europe. Most illegal drugs in Iceland originate from outside the country
and appear to be solely for domestic use. However, in the single biggest drug seizure of 2000, an airline
passenger transiting Iceland on his way to New York was found with more than 14,000 ecstasy tablets in his
possession. Some Icelandic officials are concerned that the country's upcoming participation in the Schengen
Agreement's free travel area could increase the movement of illegal drugs through the international airport at
Keflavik. An annual survey of Icelandic 10th graders showed alcohol and drug use dropping for the second
consecutive year, reversing an upward trend since 1990. At same time, however, there were signs that overall
drug abuse continued to increase, as it has since 1995. In 2000, the number of admissions to treatment
centers was significantly higher, and law enforcement officials again seized a record amount of drugs.

II. Status of Country

Illegal drugs and precursor chemicals are not cultivated or produced in significant quantities in Iceland. The
harsh climate and lack of arable land make the outdoor cultivation of drug crops almost impossible. Icelandic
authorities believe that the production of drugs, to the extent it exists, is limited to individual marijuana plants
and a small amount of homemade amphetamines. The vast majority of illegal drugs found in Iceland originates
from outside the country, mainly Denmark, the Netherlands, and Germany. The chief illicit drugs entering
Iceland are cannabis, amphetamines, cocaine, and ecstasy. Icelandic authorities believe that most illegal drugs
are smuggled into the country by airline passengers, through the mail or inside commercial containers.

Iceland, along with the other Nordic countries, is scheduled to become a part of the Schengen free travel area
on March 25, 2001. Some officials are concerned that the elimination of passport controls on passengers
arriving from other Schengen countries could make it more difficult to combat drug smuggling by airline and
cruise ship passengers. Traditionally, Iceland's geographic isolation in the harsh environment of the North
Atlantic has protected it against other types of smuggling. There is growing concern, however, that drug
traffickers could be taking advantage of Iceland's sparse population and numerous unguarded harbors and
airstrips to bring in drugs by small private boats and planes.

As indicated by surveys and treatment center admissions, the abuse of drugs in Iceland has increased
significantly since 1995, roughly coinciding with the economic boom that has brought unprecedented
prosperity to the country. In 2000, there was an especially sharp increase in the number of people treated for
cocaine addiction, which previously had been a relatively minor problem. Icelanders were shocked in December
1999 when a teenage drug addict murdered an elderly woman in her home. For a country that averages fewer
than two murders per year, this was a chilling new development.

III. Country Actions Against Drugs in 2000

Policy Initiatives. The National Alcohol and Drug Abuse Prevention Council, which includes representatives
from each of the seven ministries involved in the fight against drugs (i.e., Prime Minister's Office, Foreign
Affairs, Social Affairs, Health, Justice, Finance, and Education), spearheaded the national effort against drug



abuse in 2000. Established in January 1999 to "eradicate the use of harmful drugs and to significantly reduce
the consumption of alcohol," the Council distributed more than $800,000 during the year to various groups
and causes around the country in support of these objectives.

Accomplishments. Three times as many ecstasy tablets were seized in 2000 as were in 1999, which itself was
a record year. Some two thirds of the ecstasy tablets were seized in one case, when a Dutch national waiting
for his connecting flight to New York was caught with 14,000 ecstasy tablets in his possession. The passenger,
who admitted that his plan was to sell the tablets in New York, was ultimately convicted of drug trafficking and
sentenced to nine years imprisonment. In another major seizure, an airline passenger was found with 80
condoms in his stomach containing some 800 ecstasy tablets. This was one of 11 cases during the year in
which an airline passenger was caught hiding drugs within his or her body. Meanwhile, the amount of cannabis
products seized in 2000 was down from the record set in 1999, but still significantly above that taken in
previous years.

Law Enforcement Efforts. The record number of seizures was due in part to greater cooperation between the
police and custom authorities. This cooperation was formalized in an agreement between the National Police
Commissioner and the Director of Customs in March 1999. The agreement includes provisions for the sharing
of information, the establishment of a joint database, the holding of regular consultations, the use of drug
dogs, and the exchange of officers. The increased seizures also reflected new guidelines issued by the National
Police Commission in April 1999 to the country's 27 district chiefs of police. Among other requirements, the
chiefs of police must now send a monthly report to the National Police Commission outlining who in their
district is suspected of producing, importing or distributing illegal drugs and what is being done about it. To
assist the district chiefs of police in pursuing drug cases, the National Police Commission divided the country
into five operational areas and assigned a specially trained narcotics officer to each one. In addition, a special
antidrug task force has been established to conduct operations in the southwest of Iceland, where most of the
illegal drugs are believed to enter the country.

Corruption. Public corruption in illegal narcotics is considered rare and, to the degree it exists, does not
involve higher-‐‑ranking officials of the government.

Agreements and Treaties. Iceland is a party to the 1988 UN Drug Convention, as well as the European
Convention on Money Laundering, Search, Seizure and Confiscation of Criminal Proceeds. In December 2000,
Iceland signed the UN Convention Against Transnational Organized Crime and its protocols. An extradition
treaty dating from 1902, supplemented in 1905, between Denmark and the U.S., is applicable to Iceland.

Domestic Programs/Demand Reduction. The National Alcohol and Drug Abuse Prevention Council's main
project was a five-‐‑year "Drug-‐‑Free Iceland" program, which was launched in 1997 as a cooperative effort
among the national government, the city of Reykjavik, and the Association of European Cities Against Drugs.
Among other things, the "Drug-‐‑Free Iceland" program informed parents about the reality of teenage drug and
alcohol abuse and emphasized the importance of enforcing the legal curfew as a way to prevent such abuse.
The annual survey of Icelandic 10th graders (16-‐‑year-‐‑olds) conducted in 2000 indicated that these efforts may
be having a positive effect. There was a decrease in alcohol and illicit drug consumption for the second
consecutive year, reversing an upward trend since 1990.

In July 2000, Reykjavik was the site for the founding conference of a new organization called "PATH: European
Youth Without Drugs." The idea of forming such an organization came from an Icelandic travel club that
organizes adventure trips for 16 to 25 year olds under the slogan "get high naturally." The PATH organization,
headquartered in Reykjavik, seeks to promote the positive message that teenagers do not need drugs or
alcohol to enjoy life. At the end of 2000, PATH had affiliated member organizations in 40 European countries,
as well as the United States.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. As part of its preparations for participating in the Schengen free travel area, Iceland has
sought law enforcement cooperation with the United States. This cooperation included bringing U.S. experts to
Iceland to discuss counternarcotics experience, as well as sending Icelandic law enforcement officials to the
U.S. to participate in international visitor programs and law enforcement training. An INS team came to Iceland
in September 2000 to train 140 police and customs officers on detecting fraudulent travel documents, and in
early 2001, a DEA team is scheduled to come to give a "jetway" course on how to identify male fide travelers.

Under a 1989 bilateral agreement, a Joint Information Coordination Center (JICC) was established in Iceland,
which is designed to facilitate information exchange regarding small aircraft flying between the United States
and Europe via Iceland. The JICC reports information about transiting planes to the El Paso Intelligence Center
(EPIC), which, in turn, notifies the JICC whether derogatory information exists on that particular aircraft or its
passengers. Iceland suspended its participation in the program in late 1999, but plans to start up again in
early 2001.

The Road Ahead. The U.S. will continue to foster bilateral cooperation through its speaker, international visitor



and mobile training team programs. The U.S. Embassy in Reykjavik, in cooperation with DEA and legal
attach�s in Copenhagen, will also work to make the JICC mechanism more useful for both countries and to act
on Iceland's specific requests for cooperation and assistance.

Ireland

I. Summary

The Republic of Ireland does not figure prominently in international drug trafficking, although increasing drug
abuse among Irish youth continues to have a significant domestic impact. In 2000, the Irish government
undertook a review of the National Drug Strategy. Another recent development, the Criminal Justice Act of
1999, provides for a mandatory minimum ten-‐‑year prison sentence for those convicted of possession with
intent to supply drugs with a value of U.S. $12,000 or more. Between the entry into force of this Act in May
1999 and November 20, 2000, 103 persons were charged with this offense. There have been no verifiable
instances of Ireland being used as a transshipment point for narcotics sent to the U.S. Ireland is a party to the
1988 UN Drug Convention.

II. Status of Country

While most drug seizures within the Republic and off its coast appear to be destined for Ireland, it is commonly
believed that Ireland is also a transit point for the shipment of narcotics destined for Europe. Ireland is not a
significant source of illicit narcotics or precursor chemicals. Money laundering, although still relatively limited,
has increased over the last few years.

III. Country Actions Against Drugs in 2000

Policy Initiatives. Government of Ireland (GOI) policy in relation to drug abuse is essentially to deal with the
problem on two levels. First, strong legislative measures backed up by tough law enforcement are intended to
address the supply of drugs. Second, the GOI has adopted a multi-‐‑agency, partnership approach to address
the issues of prevention and demand reduction. The GOI spent much of 2000 involved in a major review of its
National Drug Strategy (NDS). A review group comprising senior officials from key government departments
and the NDS Team are managing the review. Independent consultants were commissioned to assist with the
review process, which included a nation-‐‑wide public consultation process over the summer months. The
objective is to review the current NDS, identify any gaps or deficiencies, develop revised strategies and, if
necessary, new structures through which to deliver them. The review will be submitted to the Cabinet
Committee on Social Inclusion and later to the full Cabinet for approval. Officials anticipate completing the
process and launching a revised strategy by early 2001.

Ireland also applied to join key provisions of the Schengen Arrangements. The proposed participation will allow
for greater cooperation with the police services in other EU Member States, in relation to criminal
investigations and prosecutions, as well as improving cooperation in preventive action.

Accomplishments. In addition to the policy initiatives discussed above, law enforcement efforts in Ireland in
2000 resulted in major drug seizures.

Law Enforcement Efforts. Ireland's new participation in the Schengen Agreement's provisions for closer EU-‐‑
wide policing and customs cooperation is expected to enhance its counternarcotics efforts. For the period
January 1, 2000 to September 30, 2000, significant (street value U.S. $300,000 or more) drug seizures
amounted to an estimated street value of around U.S. $9.36 million.

In 2000, the Gardai Siochana (Irish police force) initiated a number of operations to tackle drug dealing at the
street level. Between January 1, 2000 and April 16, 2000, one operation yielded drug seizures with an
estimated street value of U.S. $1.44 million and resulted in over 2,000 arrests.

Ireland has also been praised for its close and successful relationship with the Dutch police. (Much of the
narcotics entering Ireland transit through Amsterdam, and most of Ireland's 13 known organized crime
families have operations in Amsterdam.) A March 2000 cooperative effort, which received considerable media
attention, resulted in the arrest of a number of persons in Amsterdam and Dublin and the seizure of firearms
and drugs with an estimated street value of U.S. $9.6 million.

Two items of concern are the lack of resources devoted to the interdiction of sea-‐‑borne smuggling and lack of
follow-‐‑through on the 1999 Criminal Justice Act. This Act mandates a ten-‐‑year sentence for convictions
involving narcotics with a value of over U.S. $12,000. In the first half of 2000, six cases came before the courts
and the mandatory sentence was not imposed in any of them. In each instance, the courts invoked the clause
allowing for lighter sentences in cases of "exception and specific circumstances." The Minister for Justice,
Equality and Law Reform intends to review the relevant provisions of the Act to assess their effectiveness.

1996 legislation permits the seizure of assets of those convicted of various crimes, including narcotics
trafficking. Legitimate businesses can be seized if they are used to launder drug money or other criminal



proceeds. Any asset can be seized except for a "homestead exemption" that protects primary residences.
Proceeds from seized assets are frequently donated to victims' funds and antinarcotics efforts. The law allows
for criminal forfeiture without formal criminal charges being made, but does not permit civil forfeiture.

Corruption. There were no verifiable instances of police or other official corruption related to drug activities in
2000.

Agreements and Treaties. The U.S. and Ireland signed a mutual legal assistance treaty in January 2001. An
extradition treaty between the two countries is already in force. Ireland is a party to the 1988 UN Drug
Convention, the 1961 UN Single Convention and its 1972 Protocol, and the 1971 UN Convention on
Psychotropic Substances. Bilateral antidrug and anticrime agreements with the Russian Federation and the
Republic of Hungary entered into force in 2000. Ireland signed the UN Convention Against Transnational
Organized Crime and its protocols in December 2000.

Cultivation/Production. Cultivation of narcotics remains limited to small quantities of cannabis. There is still
no evidence of domestic synthetic drug production capability.

Drug Flow/Transit. Irish authorities acknowledge that the Republic remains a "gateway" for imports of
cannabis, cocaine, and amphetamines to continental Europe. The cocaine comes primarily from Colombia and
other countries in Latin America and the Caribbean. Cannabis and amphetamine shipments originate in the
Netherlands and eastern European countries. Ireland continues to receive heroin shipments via the U.K. and
the Netherlands.

In 2000, Gardai continued to destroy narcotics networks in operation throughout Ireland. Concerns remain,
however, that criminal/drug trafficking organizations are moving to more complex networks and distribution
systems, including the involvement of non-‐‑Irish criminals.

Domestic Programs/Demand Reduction. The Framework for Social Inclusion and Equality, which was adopted
in 2000, includes the provisions for increased funding to local drug task forces and urban areas where an
emerging drug problem is evident. The Framework also provides to the Young People's Facilities and Services
Fund support for young people at risk of becoming drug abusers. The Framework notes that in the context of
the review of the National Drugs Strategy, workplace initiatives dealing with drug misuse will be considered.
Finally, the Framework provides for the Department of Justice, Equality and Law Reform, in conjunction with
the Gardai and the Probation and Welfare Service, to continue to develop programs for at-‐‑risk young persons

IV. U.S. Policy Initiatives and Programs

U.S. Policy Initiatives. The U.S. has pursued various policy initiatives in Ireland including encouraging Irish
cooperation with U.S. law enforcement agencies, such as the DEA, and participation in international
counternarcotics fora, such as the Dublin Group.

Bilateral Cooperation. U.S. and Irish counternarcotics officials furthered their close working relationship in
both official and unofficial capacities throughout 2000. In addition to handling requests for investigative
assistance and background information, officials were often involved in joint operations/investigations.

The Road Ahead. By supporting Irish efforts to counter drug trafficking, the U.S. can help ensure that Ireland
does not become a transit point for narcotics trafficking to the U.S. and that Ireland's developing financial
services market does not become a haven for money laundering. In pursuit of these objectives, the U.S. will
continue to offer cooperation and assistance with Irish authorities in this field.

Italy

I. Summary

The Government of Italy (GOI) is firmly committed to the fight against drug trafficking. Italian organized crime
groups continue to be involved in international drug trafficking and money laundering. The political turmoil in
the former Yugoslavia and Albania has provided the perfect opportunity to establish relationships between
Italian organized crime and Albanian criminal organizations. GOI cooperation with U.S. law enforcement
agencies continues to be exemplary. Italy is party to the 1988 UN Drug Convention.

II. Status of Country

Italy is not a drug producing country. The last time a heroin processing laboratory was discovered was in 1985
in Sicily. Although there are no cocaine HCL processing laboratories in Italy, Colombians, Peruvians, and
Italians have jointly set up conversion sites. In 2000, a conversion laboratory was seized in Milan, Italy. The
cocaine base was contained in bean-‐‑shaped pellets.

III. Country Actions Against Drugs in 2000

Policy Initiatives. Possession of small amounts of dangerous drugs is not a criminal offense in Italy. In



November 2000, in Genoa, Italy, the Italian Ministry for Social Solidarity held a conference on the fight against
drug addiction. The conference dealt with several problems related to drug addiction such as AIDS, and
legalization. Italy's Prime Minister announced that the GOI would not change the country's stringent antidrug
laws. As of November 2000, the Direzione per i Servizi Antidroga (DCSA) (Antidrug Services Directorate) had 18
drug liaison officers in 17 countries. Italy is a major contributor to the UNDCP based in Vienna and contributed
approximately $9.5 million in 1999 to UN programs to combat illegal drugs and crime. Pino Arlacchi, an
Italian, is in charge of UN drug control and anticrime efforts.

Accomplishments. During 2000, several major organized crime figures were arrested and their assets
forfeited. Bank accounts (total amount approximately $500,000) identified as owned by high echelon members
of the Colombian Cali cartel were forfeited for the first time in Italy.

Law Enforcement Efforts. The fight against drugs is a major priority of each of the three police services
coordinated by the DCSA, namely the Carabinieri (an armed service), the Polizia di Stato (State Police), and the
Guardi di Finanza (Finance Police). The number of drug trafficking arrests slightly increased to 20,493 arrests
in 2000, compared to 20,386 arrests in 1999. Drug overdose deaths decreased in 2000: 615 drug overdose
deaths in 2000, compared to 811 in 1999. (Figures are not comparable, because the 2000 figures are only for
the first ten months of the year.) In addition, below please find a comparison of drug seizures from 1999 and
January 1, 2000-‐‑October 31, 2000 (as expressed in kilograms, except MDMA/ecstasy, which is expressed in
tablet pills):

2000 1999

Heroin
(kg)

775 964

Cocaine
(kg)

1,805 2,723

Marijuana
(kg)

24,575 17,873

Hashish
k(g)

14,424 15,698

MDMA
(tablets)

486,890 160,665

Agreements and Treaties. Italy is a party to the 1961 UN Single Convention, the 1971 UN Convention on
Psychotropic Substances, the 1972 Protocol and the 1988 UN Drug Convention. In December 2000, an
international conference was held in Palermo, Italy, for the signing of treaty on transnational crime. The treaty
must be ratified by a quorum of 40 countries before it comes into force. This new treaty will strengthen
governments against serious crimes, including drug trafficking, money laundering, trafficking of human beings
and arms trafficking. As a member of the European Union, Italy participates in the Dublin Group, UNDCP
Pompidou group, Europol, the EU Commission, and attendant committees and working groups.

Cultivation/Production. There is no known coca bush cultivation in Italy. However, opium poppy grows
spontaneously in the southern part of Italy and the island of Sicily. It does not present a threat due to the low
alkaloid content.

Drug Flow/Transit. Italy is a consumer and transshipment country. It is a major transit point for heroin
coming from Southwest Asia destined to other European countries. The Balkan route is a heavily utilized
shipping route. During 2000, heroin and cocaine seizures in Italy have declined. Heroin and cocaine are
smuggled into Italy via boats and overland via trucks. In smaller quantities it is transported via couriers or air
express parcels. Italian authorities have reported an increase in the use of MDMA/ecstasy, which is mostly
imported from The Netherlands.

Domestic Programs. The Italian Ministry of the Interior reports that Italy has 552 public health departments
operated by the Ministry of Health. According to the Ministry of Health, there are 500,000 drug addicts in Italy,



of which 140,000 are provided rehabilitation services at public centers. Approximately 20,000 addicts receive
rehabilitation services from privately financed centers.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. The U.S. and Italy continue to enjoy exemplary cooperation regarding counternarcotics
efforts. U.S. and Italian law enforcement authorities carry out numerous joint operations against drug
traffickers, money launderers, and organized crime. In September 2000, the U.S. and the GOI sponsored the
third Global Conference on Drug Prevention at which 650 delegates from 74 countries came out strongly
against harm reduction and any form of drug legalization. Members of the Italian cabinet also attended and
sponsored various events. This Conference, funded in part by the U.S. Department of State, resulted in the
creation of the first ever "international drug prevention network" to help countries develop positive demand
reduction programs, fight legalization, and increase the political and social will to fight drug use.

The Road Ahead. U.S.-‐‑Italian cooperation against narcotics will be strengthened even further, and Italy will
continue as a key link in the effort against narcotic drug abuse and trafficking.

Kazakhstan

I. Summary

Kazakhstan is not a major producer of narcotics, but is an important transit route in Central Asia for opium
and heroin from Afghanistan going to Russia and Europe and precursor chemicals going to Afghanistan.
Kazakhstan legally produces acetic anhydride for export to Russia and other countries in the region; however,
the chemical is a heroin precursor and is illegally diverted to Afghanistan. While highly motivated to move
against the narcotics industry, the Government of Kazakhstan (GOK) is hampered by numerous resource and
coordination problems. Drug abuse continues to increase, with a drop in the average age of abusers. With the
assistance of the UN Office of Drug Control and Crime Prevention (UNODCCP), foreign countries and non-‐‑
government organizations (NGO's), some positive steps have been made, including creation of a Drug
Information Center. Seizures appear to be on the rise based upon information from that center. Kazakhstan is
a party to the 1988 UN Drug Convention.

II. Status of Country

Trains through Kazakhstan continue to be the most popular means of smuggling drugs to Russia and from
other Central Asian countries. Law enforcement officials are arresting more under-‐‑aged traffickers than in the
past. The official number of drug abusers is approximately 37,408, but authorities estimate the real number to
be 7-‐‑8 times higher. Increasing numbers of children (1,946) and women (3,488) were arrested during 2000 for
drug abuse. Marijuana and heroin are the drugs most often abused. The increase in heroin trafficking has led
to an increase in heroin abuse and addiction. Intravenous drug abuse is still on the rise, adding to the problem
of HIV positive tested citizens. UNODCCP has started needle exchange programs in an attempt to decrease
shared needle usage. Local law enforcement officials note that synthetic drugs are still a growing problem,
especially in nightclubs.

III. Country Actions Against Drugs in 2000

Policy Initiatives. President Nazarbaeyev issued a decree in April implementing measures to improve anticrime
and corruption efforts. He disbanded the State Commission on the Fight Against Corruption, and placed its
responsibilities directly under the Presidential Administration. In August, the GOK approved a unified chemical
control list, including dual use precursors, to be used to control all exports and imports.

Accomplishments. With the assistance of the UNODCCP, the Prosecutor General's office created the Drug
Information Center (DIC) and required all agencies involved with narcotics to report to it monthly. The GOK
signed an agreement with the Government of Germany to provide dog narcotics detector training.

Law Enforcement Efforts. During the first nine months of 2000, 20,062 drug related criminal cases were
opened, according to official reports from the DIC—five times more than last year's approximately 4,000 cases.
Seizures of 7.9 tons of drugs included 134 kilograms of heroin, 74 kilograms of opium, 7.4 tons of marijuana
and 154 kilograms of hashish. Also seized were 4,991 kilograms of precursor materials. The police, under the
Ministry of Interior, carried out most of the seizures, with the National Security Committee, Customs
Committee and Tax Police together accounting for about 2 percent of the seizures. Law enforcement
operations continue to suffer from lack of equipment, resources and technical expertise. Progress on
improving interagency cooperation has been slow. The lack of interagency communication and coordination
has hampered controlled deliveries within Kazakhstan. However, the DIC reported that Kazakhstani authorities
had cooperated with Russian counterparts on controlled deliveries in 60 cases, permitting the shipment across
the Russian border to expose the recipient.

Corruption. Corruption remains a problem, which the GOK has acknowledged and taken steps to combat. The
president issued a decree implementing measures to improve anticorruption efforts and placed responsibility



for fighting corruption under the direct supervision of the Presidential Administration. Disciplinary actions for
those guilty of corruption were developed by the end of the year.

Agreements and Treaties. Since 1998, the GOK has been a party to the 1988 UN Drug Control Convention,
the 1961 UN Single Convention and its 1972 protocol and the 1971 UN Convention on Psychotropic Drugs. It
has signed bilateral agreements with South Korea, Russia, and Pakistan on counternarcotics cooperation and
renewed cooperation agreements with neighboring Central Asian countries. Kazakhstan signed the UN
Convention Against Transnational Organized Crime in December 2000.

Cultivation and Production. Opium poppies and cannabis are grown more for personal use than illicit sale.
Traffickers still find opium and heroin smuggled from Afghanistan cheaper, purer and more potent than locally
produced opiates. While Kazakhstan is an important cannabis producer, this production does not significantly
affect the U.S. However, it remains a country of concern to the USG. Ephedra grows wild in mountainous areas
of southern and western Kazakhstan. Legal ephedra products are very profitable. The Drug Control Agency
plans to combat the illegal use of ephedra with the licensing of the manufacturers of ephedra products and to
treat ephedra, from a legal standpoint, as a dual use substance.

Drug Flow/Transit. Kazakhstan continues to be used for the transshipment of precursor chemicals, mainly
acidic anhydride, from Russia, China and other countries for the illicit production of heroin in Afghanistan.
Drug traffickers continue to use adolescents or the elderly to smuggle drugs, primarily opium and heroin, in
and out Kazakhstan.

Domestic Programs/Demand Reduction. The GOK initiated a public awareness campaign in 2000 via radio
and television against the use and trafficking of narcotics. Training of local schoolteachers in an antidrug
education curriculum continued. The GOK and UNODCCP continued to work with drug treatment programs.
Insufficient funding limited program services. Support from local officials for non-‐‑profit treatment programs
helped fill the void

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. In 2000, the USG provided 18 counternarcotics and law enforcement training courses to
over 250 Kazakhstani law enforcement officials, prosecutors and judicial officials. In addition, a regional FBI
Legal Attache Office was opened in Kazakhstan and a resident legal advisor was assigned to Almaty.

The Road Ahead. The USG will continue to support and cooperate with UNODCCP to encourage full
implementation of the GOK's plan for the control of illicit drugs and organized crime and encourage increased
support from the European Union and individual European countries. Pending signing of a bilateral assistance
agreement, the USG will continue to provide training and other assistance for law enforcement officials,
including judicial and prosecutorial officials.

Kyrgyzstan

I. Summary

Kyrgyzstan is not a major producer of illicit narcotics, although it is an important transit avenue for drugs from
Afghanistan to Russia and Western Europe. The technology and ability to produce opium, as was done during
the Soviet era in Kyrgyzstan, remains in place but is not used. A potent strain of marijuana grows wild in
Kyrgyzstan. The Government of Kyrgyzstan expresses a willingness to combat illegal drugs transiting
Kyrgyzstan but its law enforcement entities have not made any significant seizures or arrests in the last year.
Drug abuse is rising among all ethnic groups within Kyrgyzstan. In 1994, Kyrgyzstan became a party to the
1988 UN Drug Convention.

II. Status of Country

Tajikistan's internal chaos has helped make Kyrgyzstan an attractive onward route for illegal narcotics because
of their shared unprotected border. The southern provincial city of Osh continues to be a hub for the passing
of illegal narcotics through Kyrgyzstan.

III. Country Actions Against Drugs in 2000

Policy Initiatives. Kyrgyzstan is making efforts to increase control over its borders with Tajikistan and
Uzbekistan. Law enforcement agencies continue to make narcotics trafficking a priority, with a major focus on
border control. The primary goal of border control for Kyrgyzstan is to prevent future incursions by the
insurgents from Tajikistan from destabilizing southern Kyrgyzstan.

Law Enforcement Efforts. In the first ten months of 2000, seizures of heroin, opium, hashish, marijuana, and
opium straw totaled 1,517,756 kilograms, as reported by the Kyrgyz State Drug Control Commission, as
compared to a 1999 total of 1,895,211 kilograms of heroin, opium, and cannabis. Antidrug units of the
Ministry of Internal Affairs (MVD) continue to be undermanned and underfunded. The arrests made by the
police are always couriers, but never suppliers.



Corruption. Corruption is a widely acknowledged problem in Kyrgyzstan and there is no reason to believe that
those agencies involved in counternarcotics enforcement or other government officials are immune to it.

Agreements and Treaties. Kyrgyzstan is a party to the 1988 UN Drug Convention, the 1961 UN Single
Convention and its 1972 Protocol and the 1971 UN Convention on Psychotropic Substances. It is also a party to
the Central Asian Counternarcotics Protocol with the UN. Kyrgyzstan has extant extradition statutes; however,
there is no known instance of extradition relating to drug charges. Kyrgyzstan and the U.S. do not have a
bilateral extradition or mutual legal assistance treaty. Kyrgyzstan signed the UN Convention Against
Transnational Organized Crime and its protocols in December 2000.

Cultivation and Production. There are indications that opium poppies continue to grow wild and are
cultivated in insignificant amounts for illicit purposes. Government officials estimate that as much as 40,000
hectares of land might be under cannabis cultivation. This cannabis is either consumed locally or exported to
neighboring countries and does not significantly affect the U.S. Nevertheless, Kyrgyzstan remains a country of
concern to the USG.

Drug Flow/Transit. Because of its border with Tajikistan, Kyrgyzstan has become an important transit route
for opium and heroin from Afghanistan to Russian and Western European markets.

Demand Reduction. In the first half of the year, the Kyrgyz State Drug Control Commission produced a series
of infomercials about drug addiction and aired them on the local television stations. This was a coordinated
effort with the MVD. Drug use has increased, but there are no official estimates of drug use. There are also no
hospitals that offer drug treatment.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. Kyrgyzstan received U.S. training assistance in counternarcotics and law enforcement. It
has also cooperated with UNDCP, especially in the area of improving the Customs Service ability to detect
illegal narcotics shipments. The U.S. and other countries are contributing materiel and training to the
Government of Kyrgyzstan for border control. While the Kyrgyz authorities expressed a desire to work with U.S.
law enforcement agencies in an operational basis on the drug problem, this past year saw no involvement by
American law enforcement agencies working with their counterparts in Kyrgyzstan aside from participating in
training.

The Road Ahead. The U.S. will continue to support counternarcotics and law enforcement training and
equipment through a bilateral agreement. Regional efforts are a major part of cooperation and will continue to
be supported by U.S. contributions to UNODCCP projects that include Kyrgyzstan.

Latvia

I. Summary

The abuse and trafficking of illegal drugs continues to rise in Latvia. Of particular concern is the increasingly
widespread availability of heroin. In cooperation with NGO's and the international community, Latvia is working
on a demand reduction program specifically aimed at young people. The UNDCP maintains its regional office in
Riga and chairs the regular meetings of the Mini-‐‑Dublin Group. The U.S. and the EU, provide many assistance
and training programs to the Government of Latvia (GOL) to address law enforcement and narcotics problems.
Latvia is a party to the 1988 UN Drug Convention.

II. Status of Country

Drug abuse continues to increase in Latvia. First time registration for drug addicts increased from 410 for all of
1999 to 487 for the first ten months of 2000. Of these, 90 percent were registered as being addicted to
opiates. In the first nine months of 2000 there were 422 criminal cases involving either possession or
trafficking in drugs as compared to 337 for the same period in 1999. There has also been a significant
increase in the number of drug addicts contracting HIV through intravenous drug use.

III. Country Actions Against Drugs in 2000

Policy Initiatives. In October, the Latvian City Union adopted a resolution to be submitted to the government
asking for changes in legislation regarding preventive measures that should be taken on the part of city
councils in fighting the production, sale and distribution of drugs and psychotropic substances.

Accomplishments. As a first step toward combating the increasing problem of drug abuse in Latvia, the Riga
Narcotics Prevention Center has produced the first in-‐‑depth study of drug availability in Latvia. The Center has
also established Latvia's first 24-‐‑hour drug crisis hotline, as well as a web site, where people with drug
problems can receive confidential advice and counseling.

Law Enforcement Efforts. Law enforcement authorities are currently more concerned about cross-‐‑border drug



trafficking than local production. At the highest levels of government Latvian law enforcement agencies
attempt to cooperate, but this working relationship weakens in the field. Much of the problem stems from
limitations in the organizational structure and lack of financial, material and human resources. Less than five
percent of the country's 1,700 customs officials deal with border crossing. And, despite their size and close
proximity, law enforcement cooperation between the Baltic States is weak, often depending on personal
relationships.

Cultivation and Production. Drug production is not a significant problem in Latvia. To date, there is no
evidence of either amphetamines or ecstasy production in Latvia. The minor cultivation of opium poppies on
small private plots is fairly common. As a rule, however, the poppies are grown as an herb, rather than for
their narcotic qualities. In July, however, 40 tons of poppies were seized and a criminal case initiated. Also, in
October, two men were arrested for selling 50 kilograms of poppy seed straws. In general, however, low prices
and general availability make it unprofitable to either grow or produce drugs in Latvia.

Drug Flow and Transit. There is growing evidence that drugs, primarily opiates, are moving from Afghanistan
to the Balkans, up through Poland and from there, through the Baltics and on to Scandinavia. Most drug
smuggling involves organized crime elements that are already involved in cigarette and alcohol smuggling into
and through Latvia and other Baltic States. Evidence in the form of minor seizures seems to indicate that the
flow of drugs to Scandinavia through Latvia remains small.

Within Latvia, drugs appear to be distributed through local networks. According to both law enforcement and
press reporting, much of the Riga drug scene centers on a few popular nightclubs and, allegedly, a few open-‐‑
air drug markets. Precise information on these drug markets is sketchy at best. That said, small-‐‑scale dealers
are able to operate relatively freely due to apparent weaknesses in the law regarding small amounts of drugs.
Typically, small-‐‑time dealers are kept in detention for very short periods following arrest, and continue their
activities upon release.

Demand Reduction. Teenagers have been identified as the main target for drug demand reduction efforts.
Illegal drugs, particularly heroin, tend to be relatively inexpensive. According to law enforcement sources, the
average price of a single dose of heroin is 2 Lats (approximately U.S. $3.20), or less than the price of a Big Mac
at the local Macdonald's. With the average addict requiring six doses per day, a heroin habit is currently within
the reach of Riga's affluent youth. As a part of this program, the government has organized a number of
training programs for drug prevention and treatment professionals, and drug awareness campaigns have been
carried out in the schools. Latvia has worked with EU PHARE to provide a series of seminars designed to raise
the awareness of government officials, producers and distributors on precursor chemical control issues.

Agreements and Treaties. A 1923 extradition treaty supplemented in 1934 remains in effect between Latvia
and the United States. Latvia is a party to the 1988 UN Drug Convention, the 1961 UN Single Convention and
its 1972 Protocol, and the 1971 UN Convention on Psychotropic Substances. Latvia signed the UN Convention
Against Transnational Organized Crime in December, 2000.

IV. U.S. Policy Initiatives and Programs

Multi-‐‑Lateral Cooperation. Over the last year the U.S.G. has funded a variety of training programs designed
for police, customs, and judicial authorities. The EU has also provided aid programs aimed to strengthen local
law enforcement's ability to collect and analyze credible information on supply and demand.

Lithuania

I. Summary

Lithuania has become a part of the major transit route for heroin from Asia to Western Europe. Production of
synthetic narcotics in Lithuania advanced substantially, some of which are exported. Heroine has become the
drug of choice in Lithuania, becoming more widespread and twice as cheap to purchase then in the previous
year. Narcotics sales continue to increase nearby and inside secondary schools, a response to the growing
demand Lithuanian urban youth. Law Enforcement has reported an increase in the number of narcotics
trafficking cases.

II. Status of Country

In the past year, the demand for synthetic narcotics and precursor chemicals in Lithuania has increased, just as
sophisticated laboratories for amphetamine production appeared. Investigation and arrest statistics show that
heroin has become the drug of choice, and that its price decreased from U.S. $8-‐‑10 to five U.S. dollars per
dose. Young people are getting involved in narcotics use and trade at an earlier age. The narcotics supply and
distribution network is sophisticated. The use of narcotics is concentrated in a few big cities. The number of
narcotics-‐‑related crimes committed by groups and drug users is increasing, as is the number of repeated
crimes.

III. Country Actions Against Drugs In 2000



Policy Initiative. Due to the substantial increase in narcotics use, the GOL ordered an evaluation and stepping
up of the drug prevention program for 1999-‐‑2003. This new program is directed toward improving overall
counternarcotics policy, increasing the control of narcotics contraband and trade, increasing the control of
precursors and psychotropic substance use, increasing preventive education and cure of narcotic addicts, and
strengthening rehabilitation and social integration of narcotic addicts. Critics feel the program focused too
much on health care rather than on prevention of narcotics use, and it is not comprehensive. As a positive
development, experts note rapidly rising public awareness of the hazards caused by narcotics. Government
agencies and NGOs initiated a series of public awareness campaigns throughout 2000.

Accomplishments. In June 2000, amendments to the criminal code were passed to increase the penalty for
production of prohibited narcotics (amphetamines, ecstasy) with the aim to distribute them. In July 2000,
recommendations were drawn up for determining differences between small and large amounts of narcotics
discovered. The Interior Ministry is preparing amendments to the code, which would allow for increasing the
penalties for distribution of narcotics among the young persons. The Interior Ministry is also working on
coordinating of counter narcotics activities, and drafting instructions for the destruction of seized narcotics.

Law Enforcement Efforts. During the first ten months of 2000 law enforcement reported a 37.6 percent
increase in narcotics-‐‑related crimes, the majority of which were related to the purchase and possession of
narcotics for individual use and trade in narcotics. Although Lithuanian law enforcement agencies are aware
that Lithuania is being used for narcotics transit, there were only four cases of narcotics smuggling registered
in 1999 and six cases in 2000. Local experts believe that all elements necessary for effective counternarcotics
activities are present in Lithuania, however, some agencies are weaker than others are and the whole system is
poorly funded. Police note that they lack personnel and special equipment to fight narcotics-‐‑related crimes
more effectively.

Despite being understaffed, in need of practical training and experience and operating on very limited funding,
Lithuanian law enforcement made substantial efforts to fight narcotics crimes in 2000. The Custom's
Department responded to the increase in narcotics trafficking by creating a counternarcotics division.
Lithuanian law enforcement carried out several successful joint narcotics seizure operations with law
enforcement agencies of Germany, Netherlands, Poland, Latvia, the Russian Kaliningrad enclave, and Sweden.
Also, law enforcement successfully shut down four laboratories responsible for the production of
amphetamines and ecstasy, confiscating 16 kilograms of amphetamines and precursors and detaining more
than ten persons. The laboratories were well equipped, efficient, and produced drugs for export.

Corruption. The U.S. is unaware of any official narcotics-‐‑related corruption in Lithuania.

Cultivation and Production. Until 1998, most popular narcotics were cheap "local" narcotic substances, such as
intravenous opium extract produced from locally grown poppies or "Ephedrone" (or Pervitine) made from
medications containing ephedrine. With a rise in the standard of living, new types of drugs, primarily synthetic,
appeared on the market. In 1999, the use of heroin doubled, and it further increased in 2000.

Drug Flow and Transit. In 2000, narcotics transit routes through Lithuania have changed. The export of
poppy straw from Lithuania to the Russian enclave of Kaliningrad and Latvia is decreasing. Marijuana and
hashish now arrives in Lithuania from the east and from the west, by land and by sea. Heroin arrives in
Lithuania via Russia from Afghanistan. Cocaine is being transported to Lithuania from central and South
America via Germany and the Netherlands. Most amphetamines arrive in Lithuania from Poland and the
Netherlands, but they are increasingly being produced locally as well. The police claim to have reliable
information that Lithuanian-‐‑produced pills are exported to Russia and Sweden, and perhaps some other
countries.

In an effort to expand the market, narcotics traders increased their activities nearby and inside secondary
schools. The use of marijuana, ecstasy, LSD, and amphetamines unfortunately is considered an integral part of
the alternative youth sub-‐‑ culture, gradually leading to the use of stronger narcotics. Increasing proportions of
young people try heroin first. The number of those who try drugs among 15-‐‑16 year-‐‑old pupils is growing
rapidly. As a result, Lithuania is catching up to western countries fast in overall drug use, production and
distribution.

Demand Reduction. In 1997 Lithuania passed a law on narcological supervision which provides narcotic
addicts with the right to confidential health care and social services. Anonymous consultation and
needle/syringe replacement offices were started in 1997 and presently operate in all major cities. These efforts
have resulted in somewhat better contact with drug users on the social fringes, and in the slower spread of HIV
infection in Lithuania. The methadone treatment programs have been started in major cities since 1995.
Approximately 35 percent of the officially registered drug-‐‑dependent individuals had access to treatment and
rehabilitation. Law enforcement has contributed to the effort by staging annual operations to educate the
population.

There are more than 3,000 officially registered narcotic addicts in Lithuania. However, according to police



estimates, over 30,000 out of 3.7 million of Lithuania's inhabitants consume narcotics, and about half of them
live in the capital Vilnius. Over 90 percent of drug dependency cases in Lithuania are intravenous drug users.
According to the Lithuanian AIDS center, from 1997 to September 2000, the number of HIV cases among
intravenous drug users grew from one to 154 (this accounted for 60 percent of all HIV cases). According to the
most recent data available from the Vilnius public health center, 44 percent of Hepatitis C infected patients in
Vilnius admitted being intravenous drug users.

Treaties and Agreements. Lithuania is a party to the 1961 U.S. Single Convention as amended by the 1972
Protocol, the 1971 UN Convention on Psychotropic Substances, and the 1988 UN Drug Convention. A 1924
extradition treaty supplemented in 1934 is in force between the U.S. and Lithuania. A bilateral mutual legal
assistance treaty entered into force in 1999. Lithuania signed the UN Convention Against Transnational
Organized Crime in December, 2000.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. The U.S. will continue to support GOL in a variety of programs focused on
strengthening law enforcement bodies and drug control programs in an effort to improve border security and
anti-‐‑smuggling efforts. The U.S. has offered training to Lithuania law enforcement agencies in illegal
narcotics-‐‑related areas, such as land and maritime border control, anti-‐‑money laundering and combating
organized crime.

The Road Ahead. The U.S. will continue to assist Lithuania in meeting its obligations associated with
ratification of the 1988 UN Convention, and to support Lithuania's inclusion in programs aimed at the Baltic
region. Already an advanced drug enforcement school training program, a narcotics interdiction course,
assistance to combat money laundering, and clandestine laboratory investigation training are planned for
2001.

Luxembourg

I. Summary

The Government of Luxembourg (GOL) is committed to deterring the flow of drugs into the country and within
its borders. Illicit drug production does not pose significant problems for the country, although reports
document an increase since 1996 in the amount of drugs entering into the Grand Duchy. GOL authorities
believe there are relatively few hard drug users in Luxembourg for now, but remain concerned about the
potential for increased drug use, particularly among adolescents. Luxembourg is party to the 1988 UN Drug
Convention.

II. Status of Country

Luxembourg, based on an official study from 1995, has continued to estimate that 0.5 percent of
Luxembourg's population (roughly 2,300 people) are hard drugs users. The GOL's 2000 report on narcotics, a
collaboration between the Ministries of Health and Justice, found that the number of drug users has increased
since 1997 based on data from governmental and non-‐‑governmental organizations assisting addicts. In
addition, the 1995 statistic does not track with the European Commission's estimate that seven per 1,000
inhabitants in Luxembourg use drugs, giving the Grand Duchy the highest number, per capita, of drug users
within the European Union.

The GOL reports that the open borders with neighboring countries are responsible for the increased flow of
drugs into Luxembourg and have made it more difficult to stem the tide. Some 90 percent of illicit drugs
consumed in Luxembourg are brought into the country from other European countries, such as the
Netherlands. The Grand Ducal police force has a narcotics division that consists of 11 officers.

Luxembourg is a major world financial center, hosting more than 200 international financial institutions that
benefit from strict bank secrecy laws and operate an unrestricted range of services and activities. Nonetheless,
Luxembourg plays an active role in the EU against money laundering.

III. Country Action Against Drugs in 2000

Policy Initiatives. Based on the GOL's 1999 declaration that defines drug addiction as a medical and social
risk, the GOL increased the Ministry of Health's 2000 budget for fighting drug use from 46 million LUF to 86
million LUF and projects to raise the 2001 budget to 127 million LUF. The GOL in 2000 also appointed a
national drug coordinator in compliance with a European Union directive. The Ministries of Health and Youth
are preparing for a multimedia information and prevention campaign against drugs to begin in early 2001. The
Grand Ducal Police decided to add one more office to its narcotics division starting in 2001.

Agreements and Treaties. Luxembourg is a party to the 1988 UN Drug Convention and cooperates closely
with the USG in the fight against drugs and money laundering. The GOL ratified in 2000 a bilateral Mutual
Legal Assistance Treaty with the United States which provides an enhanced framework for taking action against



drug traffickers operating in the Grand Duchy. Luxembourg frequently collaborates with the World Health
Organization, Europol, other Benelux governments, and EURO-‐‑AST, a German, French and Luxembourgish
association to help drug addicts. In 2000, Luxembourg signed the UN Convention Against Transnational
Organized Crime and its protocols.

The Road Ahead. The GOL favors treatment of drug use in lieu of punishment. This philosophy, and the fact
that neighboring countries, including the Netherlands and Belgium, are increasingly decriminalizing drug use,
render likely the possibility that Luxembourg could, one day, follow suit and relax some of its antidrug
vigilance.

Macedonia, Former Yugoslav Republic of

I. Summary

Former Yugoslav Republic of Macedonia is not a major producer or transit point for illicit drugs; however, it
remains a country of concern to the United States. Illicit drug trafficking and/or interdiction increased
dramatically during 2000. Compared to last year, the number of criminal offenses increased by 45.5 percent
while the number of individuals involved increased by 34.5 percent. Loosened border restrictions and
inadequate frontier regimes in Kosovo and Albania permit traffickers to move drugs more easily across those
borders. The flow of drugs being smuggled into Western Europe through Macedonia increased with the
continued use of the shorter and more direct east-‐‑west link and the reestablishment of the traditional Balkan
"Drug Road" (Sofia-‐‑Dimitrovgrad-‐‑Belgrade-‐‑Western Europe). The increased flow of drugs through Macedonia
has also contributed to domestic consumption and local drug trafficking. Macedonia is a party to the 1988 UN
Drug Convention.

II. Status of Country

Macedonia is a transshipment point for drug trafficking between Turkey and Western Europe and recently one
between Albania and Kosovo and Western Europe. Marijuana from Albania is smuggled into FYROM. In 2000,
illicit narcotics trafficking increased along all links through Bulgaria, Albania and Kosovo. Increased movement
of drugs to and from Kosovo indicates that Kosovo has increased importance both as a market and a
production area. The main reasons cited for the sharp rise in narcotics trafficking include a lack of resources
available to interdict illegal drugs, better organized criminal elements operating in Macedonia from Albania
and Kosovo, and more-‐‑open border crossings.

III. Country Actions Against Drugs in 2000

Policy Initiatives. The Ministry of Interior undertook an active counternarcotics program in 2000. The process
of establishing an effective counternarcotics unit continues. Presently, there is an operational counternarcotics
unit at the national and local levels, where the firearms and the drug enforcement units work jointly. The
Ministry of Interior is actively involved in the Interpol/Pro-‐‑Balkan program and the SECI Regional Crime Center
in Bucharest.

Accomplishments. The Government of Macedonia developed legislation to permit interception of telephonic
communication. The law is awaiting parliamentary approval and required adjustments to the constitution.
Currently, it is illegal for Macedonian law enforcement agencies to use communication interception. Police and
customs authorities may only seize vehicles involved in drug trafficking.

Law Enforcement Efforts. In 1999, the Ministry of Interior opened nearly 300 illicit cultivation and production
related cases. The activities of the Ministry of Interior resulted in the following seizures in 2000: one ton and
323 kilograms of marijuana, 90.37 kilograms of heroin, 427 kilograms of hashish, 27 kilograms of opium,
4.689 kilograms of cocaine, ten liters of acetic anhydride, and 280 "Ecstasy" pills. Twice the amount of drugs
was seized in 2000 compared to 1999. The growth of illegal trade in drugs has been accompanied by a
coincident increase in number of drug addicts. Approximately 4,000 addicts have been registered, as required
by Macedonian law. So far this year, there are 500 newly registered addicts, which reflects an increase of 15.6
percent compared to last year. Drug overdoses claimed the lives of 11 individuals in 2000. In the same period,
authorities brought 43 cases of narcotics trafficking against 50 individuals locally, and seized small amounts
of associated drugs.

Based on information relating to quantities seized, the number of individuals arrested, the number of groups
identified involved with illicit production and/or trafficking in drugs, as well as the number of individuals
abusing drugs indicates that negative trends are accelerating and that illegal trade in narcotics and related
crime is on the increase in Macedonia. In addition, efforts at interdiction are improving, leading to larger
numbers of police actions.

The Ministry of Interior undertook a number of operations and technical measures to enforce and discover the
illegal trade in drugs and precursor chemicals. As a result, 300 criminal offenses of "illegal production and
trafficking in narcotic drugs, psycho-‐‑active substances and precursors" have been filed, involving 477



perpetrators.

Agreements and Treaties. Macedonia is a party to the 1988 UN Drug Convention. Extradition between
Macedonia and the United States is governed by a 1902 extradition treaty between the U.S. and Yugoslavia,
which applies to Macedonia as a successor state. Macedonia signed the UN Convention Against Transnational
Organized Crime and its Protocols in December, 2000.

Illicit Cultivation/Production. Macedonia is not a major cultivator or producer of illicit narcotics. There is
legal opium poppy cultivation that is strictly controlled. Production is by individual farmer-‐‑contractors or
larger state-‐‑controlled agricultural combines. Alkaloid, the only factory in Macedonia that processes opium
poppy, provides registered contractors with poppy seeds and buys out the poppies and poppy straw. There
have been no reports of diversion. Production is reported to the Macedonian Ministry of Health and through
the Ministry of Interior to the INCB (International Narcotics Control Bureau) in Vienna. There are no reports of
local illicit production or refining of heroin. Some recent cases under investigation have given rise to suspicion
that there is an illegal packing facility in Macedonia , but no arrests have been made. There is some unknown
quantity of illicit cultivation of cannabis, mainly for personal consumption. The government has an active
program against illicit drug-‐‑related cultivation.

Demand Reduction. Of the total of 3,432 registered drug addicts in 1999, 2,978 were men and 454 were
women. Public awareness programs are scarce and supported primarily by international non-‐‑governmental
organizations. There have been some efforts by NGO's to begin prevention programs, but these are also
limited and ineffective. Limited treatment of addicts is financed by the state. Addicts are given methadone on
the basis of a certificate confirming that they are receiving treatment in state-‐‑owned institutions.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. A non-‐‑resident DEA Country Attach� has been accredited in Macedonia since 1997.
The U.S. encourages antidrug support from those nations, primarily in Western Europe, most directly affected
by the drugs associated with this region. In 2000, the U.S. provided a precursor chemical training seminar for
drug enforcement officers. The improving political situation in the region has resulted in improved cooperation
between the Macedonian police and foreign police services of the countries with which Macedonia has bilateral
cooperation agreements. Limited, yet important and successful, cooperation has been coordinated by the DEA
office in Athens within neighboring countries. Improved cooperation with Greece, in particular, has resulted in
a growing number of successful cases.

The Road Ahead. The increasing trend of illegal drug trade in the region is expected to rise, along with
increasing activity of organized crime groups. Based on this projection, the Ministry of Interior will continue to
emphasize all aspects of enforcement. The U.S. will continue encouraging Macedonia to expand its drug
control activities, enact antidrug legislation, and to improve its counternarcotics enforcement capabilities. In
2001, the U.S. will also provide training programs and some equipment to Macedonia.

Malta

I. Summary

Malta is not a producer of illicit drugs nor is it a major transit route. However, it has the fourth largest ship
registry in the world and large freeport container operations that may be used for transfer of shipments by
narcotics traffickers. Drug abuse among Malta's youth is primarily of heroin and ecstasy. Law enforcement
agencies have full government and popular support for their continuing efforts to combat drug related crime.
Malta is a party to the 1988 UN Convention on Drugs.

II. Status of Country

Malta is not a major narcotics producer or trafficker. However, the Government of Malta (GOM) is concerned
over individual use, which is on a steady increase, and over limited-‐‑scale (but increasing) local drug trafficking.
The drug problem in Malta tends to involve the sale and use of consumer quantities of illegal drugs. The police
and the armed forces routinely attempt to interrupt these activities. Maltese authorities also attempt to prevent
the movement of drugs through the airport and the sea terminal. Although monitoring the movement of drugs
through the freeport has proved difficult because of the high volume of containers moving through, the
authorities have shown they can act decisively when notified by foreign law enforcement authorities of
transshipment attempts.

III. Country Actions Against Drugs in 2000

Policy Initiatives. The GOM continues to place great importance on aggressively combating drugs and drug-‐‑
related problems and has actively pursued illegal drug operations.

Accomplishments. Over the past two years, the GOM appointed an assistant police commissioner for drug-‐‑
related matters and created a force exclusively dedicated to the fight against drugs, the National Drug



Intelligence Unit (NDIU). In August 2000, the GOM authorized and supported a USG/multinational request to
board and exercise jurisdiction over the M/V "Suerte I," a Greek-‐‑owned Maltese-‐‑flagged vessel. The vessel was
escorted to Houston, Texas, where it was seized for alleged drug smuggling. As a result of this incident the
GOM requested a bilateral maritime counternarcotics cooperation agreement, which is under negotiation.

Law Enforcement Efforts. For the first 11 months of 2000, the Maltese police conducted 623 raids/searches,
resulting in the seizure of 5,165 ecstasy pills, 28 kilograms of cocaine and 5.6 kilograms of heroin. The
quantity of ecstasy seized during this period was 10 times the amount for 1999 and the quantity of heroin was
three times the amount for 1999. The efforts of the new assistant commissioner for narcotics and the NDIU
have resolved some coordination problems that existed between the various agencies combating drug
trafficking and drug abuse (the police, the NDIU, customs, the military and SEDQA (a national organization
dedicated to drug and alcohol rehabilitation).

Corruption. Malta has appropriate laws governing official corruption. There is no evidence of any problems
related to or associated with corruption of public officials due to illegal drug activities.

Agreements and Treaties. There is no extradition treaty between the U.S. and Malta, who continue to use an
extradition agreement between the United Kingdom (Malta's former colonial power) and the USG, signed in
1934 and applicable to Malta as of 1935. At its request, the GOM is negotiating with the USG on a new bilateral
extradition treaty, a Mutual Legal Assistance Treaty (MLAT), and a bilateral Maritime Counternarcotics
Cooperation Agreement. Negotiations on a bilateral Customs Assistance Agreement were completed and the
Agreement is scheduled to be signed in March 2001. Malta is a party to the 1988 UN Convention on Drugs and
has ratified the Council of Europe convention on money laundering.

Cultivation/Production. There is no known cultivation or production of narcotics in Malta.

Drug Flow/Transit. Malta's drug problems involve the importation and distribution of consumer-‐‑sized
quantities of illegal drugs. At present, there is no indication that Malta is a major trafficking location. However,
drug movements through the Malta freeport are impossible to quantify and probably occur.

Domestic Programs/Demand Reduction. SEDQA, a government-‐‑funded agency, deals with all aspects of drug
and alcohol abuse. The agency runs awareness and drug education programs in the school system and also
organizes programs for parents at the agency's headquarters. SEDQA also develops and runs local TV
commercials on drug awareness and education issues. CARITAS, a Catholic Church affiliate, is also very active
in drug education/awareness programs in Malta. A nation-‐‑wide European values study in 1999 indicated that
81 percent of the Maltese population consider drug abuse to be a serious problem, compared with 43 percent
in 1984.

IV. U.S. Policy Initiatives and Programs

U.S. Policy Initiatives. Although there are no USG policy initiatives specifically involving Malta, except for
previously-‐‑ mentioned proposed extradition and cooperative treaties, the USG continues to pursue its overall
policy of close cooperation among law enforcement officials on drug related issues and to provide training
where possible.

Road Ahead. The USG will continue to work with law enforcement entities and encourage the excellent
cooperation of the Maltese authorities whenever necessary to work on illegal drug issues of mutual interest
and concern.

Moldova

I. Summary

Moldova initiated a Service to Fight Against Illegal Traffic in Drugs at the Ministry of Internal Affairs in 1999.
While this office is small and equipment is limited, they have made inroads during the year 2000 in the fight
against narcotics. The Service has endeavored to serve as a training and information resource center for
regional police operations against narcotics. The amount of illegal narcotics reported as seized by law
enforcement officers during the year 2000 has risen. Low per capita income continues to make Moldova a
relatively unattractive market for narcotics. Nevertheless, drug use and the number of individuals addicted to
drugs are reported to be on the increase in Moldova. The country is not a significant narcotics producer. In the
year 2000, the United States has provided courses of instruction aimed at improving law enforcement
techniques in the area of drug enforcement. The United States has also supported visits of experts who consult
with state institutions on the prevention of money laundering, border control and the fight against organized
crime and corruption. Moldova is party to the 1988 UN Drug Convention.

II. Status of Country

The geographic position of Moldova produces a climate that is favorable for opium poppy and hemp
cultivation, particularly in the northern region. Cultivation is not reported as extensive and usage is currently



reported to be confined to local consumption and consumption in directly neighboring countries. Importation
of synthetic drugs (i.e., ecstasy and heroin) is reported to be on the increase, as is the importation of cocaine,
but cost factors confine these drugs to a limited audience. Moldovan traffickers are closely connected with
those in Ukraine and Romania. Despite limited law enforcement resources, seizures of drugs are on the
increase. This might also be interpreted as an indication that transshipment of drugs through Moldova is also
on the increase.

III. Country Actions Against Drugs in 2000

Policy Initiatives. Moldova continues to endeavor, despite resource constraints, to meet its obligations under
the 1988 UN Drug Convention and other international agreements to which it is a party. In 1999, the Service to
Fight Against Illegal Traffic in Drugs became independent of the general criminal investigative division under
the Ministry of Internal Affairs General Directorate. The Service is currently comprised of six permanently
assigned investigators and one administrator. This change has allowed the Service to focus exclusively on
antinarcotics activity. The Service maintains contact with each police district on antinarcotics matters and
serves as a central training and information center.

Accomplishments. The Service and local police are hampered by lack of local government funds for support
equipment. Despite these limitations, it was reported that the number of drug confiscations is on the rise.
Moldovan law enforcement officials are anticipating the approval and promulgation of a new criminal code,
which will increase penalties for drug use and update the number of illegal substances. This code is currently
in the legislative process. A new statute in this area is also currently in the legislative process.

Law Enforcement Efforts. Approximately, 1732 narcotics related criminal cases were processed by law
enforcement officers in the first ten months of 2000, a 1.4 percent increase over the number of cases
processed in the same ten months of 1999. Law enforcement officers seized over 1,000 kilos of narcotics in
the year 2000 to date, including 870 kilograms of poppy straw, 13 kilograms of opium, 95 kilograms of liquid
opium, and 70 kilograms of hashish/marijuana.

Corruption. Although there is no specific law dealing with narcotic-‐‑related corruption, Moldova has a
Department to Combat Organized Crime and Corruption, which addresses cases related to narcotics-‐‑related
public corruption. Circumstantial corruption will continue until the government can ensure that workers we
receive adequate salaries.

Agreements and Treaties. Moldova is a party to the 1988 UN Drug Convention, the 1961 UN Single
Convention and its 1972 Protocol, and the 1971 UN Convention on Psychotropic Substances. There is no
bilateral extradition or law enforcement treaty in force between Moldova and the U.S.

Drug Flow and Transit. Periodic seizures indicate that Moldova is used as a transit route for refined narcotics
moving from central Asia to central and Western Europe and for precursor chemicals moving in the opposite
direction. However, the seizures are too sporadic to indicate trends in this regard.

Demand Reduction. In the area of treatment for addicted individuals, Moldova has approximately 5,000
registered addicts. Significant treatment is unavailable, due to resource limitations. Police estimate 80,000
Moldovans abuse drugs, between one and two percent of the population. Funding for antidrug information
campaigns and education is also limited, although NGOs do some work in this area.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. The United States sponsors several important programs that aid in the battle to control
illegal narcotics. There is an on-‐‑going series of antinarcotics and anti-‐‑organized crime and corruption courses
presented by various U.S. agencies to law enforcement in Moldova. Forensic and police surveillance equipment
has been provided. Computer training centers have been established to give Moldovan law enforcement
officers the opportunity to learn how to use advanced technology in the war on drugs. The U.S. has provided
training and consultation on regulations for the financial sector. In addition, considerable support from various
U.S. government law enforcement agencies for border control projects has been and continues to be
implemented. The response of Moldovan law enforcement and high-‐‑ranking officials to these efforts has been
extremely positive.

The Road Ahead. The energy and determination of Moldovan law enforcement officials to fight against illegal
narcotics will need to be supplemented by outside resources for the foreseeable future. Legislation must be
also passed to support the efforts of law enforcement personnel in this field.

Netherlands

I. Summary

Despite active Dutch government policy to counter narcotics trafficking, The Netherlands remains an important
transit point for drugs entering Europe, an important producer and exporter of amphetamines and synthetic



drugs, and an important consumer of most illicit drugs. The U.S. DEA estimates that large amounts of ecstasy
tablets seized in the U.S. in 2000 came from or through The Netherlands. The U.S. notes the increasing
quantities of ecstasy that enter the U.S. from The Netherlands and will continue to monitor this problem
closely. The Dutch are active in efforts to stem international drug trafficking and have worked cooperatively
with the USG both bilaterally and in international fora. Domestically, however, Dutch policymakers view drug
abuse primarily as a public health issue. Dutch demand reduction programs reach about 75 percent of the
country's estimated 25,000 to 28,000 hard drug users. The Dutch are major donors to the UNDCP, members of
the Dublin Narcotics Assistance Coordinating Group, and chair its central European regional group. The Dutch
are also active in the Financial Action Task Force (FATF) and play a key role in the Caribbean Financial Action
Task Force (CFATF). The Netherlands is a party to the 1988 UN Drug Convention.

II. Status of Country

The central geographical position of The Netherlands, with its modern transportation and communications
infrastructure and the world's busiest seaport in Rotterdam, makes the country an attractive operational area
for international drug traffickers. Amphetamine, ecstasy and other synthetic drugs are produced in notable
amounts. Although marijuana is cultivated in The Netherlands, such cultivation does not have a significant
effect on the U.S. An Amsterdam police report concluded that the city is the country's center for drug
trafficking. As a center for the international chemical industry, The Netherlands is also an attractive location
for criminals to obtain or produce precursor chemicals used to manufacture illicit drugs. The Netherlands, like
many other industrialized countries, has been designated a major source of precursor chemicals which can be
used in the production of illicit narcotics. For details, see the precursor chemicals section of this report.

The Dutch Opium Act punishes possession, commercial distribution, production, import, and export of all
illicit drugs. However, the act distinguishes between "hard" drugs that have "unacceptable" risks (e.g. heroin,
cocaine, Ecstasy), and "soft" drugs (cannabis products). Trafficking in the former is prosecuted vigorously.
Sales of small amounts (under five grams) of the latter are "tolerated" (i.e., not prosecuted, even though
technically illegal) in "coffeeshops" operating under regulated conditions (no minors on premises, no alcohol
sales, no hard drug sales, no advertising, and no "public nuisance"). One of the aims of this controversial
policy is to separate the markets for soft and hard drugs so that soft drug users are less likely to encounter
hard drugs. Another goal -‐‑ arguably less successful -‐‑ has been to separate "revenue streams" so that hard
drug dealers do not use soft drug dealing as a source of capital.

III. Country Actions Against Drugs in 2000

Overall, the Health Ministry coordinates drug policy, while the Ministry of Justice is responsible for law
enforcement. Matters relating to local government and the police are the responsibility of the Ministry of
Interior. At the municipal level, policy is coordinated in tripartite consultations between the mayor, the chief
public prosecutor and the police. Other agencies with important roles in implementing drug policy include the
25 regional police forces and their Special Criminal Information Services; the National Police Services Force; the
National Criminal Intelligence Division (CRI) of the National Police Services Force, which coordinates efforts to
counter drug trafficking; and customs authorities and the Customs Information Center.

Policy Initiatives. Major Dutch government policy initiatives in 2000 included addressing soft drugs, especially
cannabis. The number of current cannabis users is estimated at 323,000, or 2.5 percent of the Dutch
population of 12 years and older. Reflecting Dutch concern about increasing cannabis use, Justice Minister
Korthals in 1999 denied pleas by 20 Dutch mayors to allow experiments with controlled cultivation of and
trade in Dutch-‐‑grown cannabis ("nederwiet"). Korthals said this would violate international treaties, lower the
age threshold of young people who start using drugs, and encourage drug tourism. The mayors called for such
measures in an attempt to terminate the paradoxical situation of "tolerating" front-‐‑door sales of soft drugs
(coffeeshops are allowed to sell five grams of soft drugs per person and to keep a supply of 500 grams), while
prosecuting back-‐‑door deliveries. Korthals confirmed in an April 2000 report issued by the Justice Ministry on
"soft" drug policy that the Dutch government does not intend to change current policies. Limited sales and use
of cannabis products continue to be "tolerated," but the supply of soft drugs to coffeeshops remains subject to
prosecution.

As a result of intensified controls, the number of coffeeshops has dropped from 1,200 in 1995 to 846 in 1999.
Research shows that only 105 (of 538) municipalities in The Netherlands have coffeeshops. Almost 75 percent
of municipalities do not tolerate the shops.

Other conclusions in the Justice Ministry's soft drug policy report were that the current policy of reducing the
number of coffeeshops may lead to more illegal points of sale, and banning foreign cannabis in coffeeshops
may lead to more street trade. The report also concluded that local governments are facing drug-‐‑related
problems of crime and public disturbances. The Justice Minister announced his intention to spend an extra U.S.
$10 million to step up enforcement efforts and other efforts to fight illegal cannabis trade. Innovative public
information and prevention campaigns are high priorities of this effort.



In July 2000, the Dutch government also decided not to honor a non-‐‑binding parliamentary resolution that
would have legalized the production and supply of Dutch-‐‑grown cannabis to coffeeshops. Prime Minister Kok,
sensitive to pressure from EU partners unhappy with The Netherlands' persistent role as a magnet for "drug
tourism," said the government would ignore the resolution because of Dutch international treaty obligations.

Ecstasy. The amount of MDMA seized in 1999 quadrupled compared to 1998, whereas the quantity of
amphetamine seized declined by a considerable margin. Statistics show that 36 percent of these seizures took
place abroad. The Dutch Police Synthetics Drug Unit's (USD) 1999 annual report shows that 40 percent of the
remaining 64 percent seized (ca. 25 percent of all ecstasy seized) in The Netherlands was destined for the U.S.
During 1999, 9,678,259 ecstasy tablets seized internationally originated inside Dutch borders.

During FY 2000, at least 8.1 million tablets seized could be traced to production in The Netherlands. During
October 2000, the Dutch seized a container of precursor chemicals that contained 8,250 liters of PMK (the
main precursor for ecstasy), enough to produce 112 million ecstasy tablets. In October 2000, at a Dutch-‐‑
sponsored international "Congress on Ecstasy," Justice Minister Korthals announced efforts to step up the fight
against trafficking in and production of ecstasy. Specifically, Korthals suggested a registration system for pill-‐‑
making machines and intensifying international cooperation in the fight against synthetic drugs.

Sentencing. Dutch criminal courts have drawn up national sentencing guidelines for a number of minor drug
offenses, in order to achieve more consistency in sentencing. The drug offenses concern matters involving only
one suspect. Small drug dealers, who have only been dealing for one month, may face three months in jail;
additional jail sentences vary from six to 18 months, depending on how long this dealing has been going on.
There also is a new streamlined national guideline for the sentencing of hemp growers. Penalties vary from
U.S. $1,000 for 50-‐‑100 plants, six weeks' imprisonment for 100-‐‑500 plants, and 12 weeks' imprisonment for
500-‐‑1,000 plants.

Medical Marijuana. In 2001, The Netherlands will set up a special government Bureau for the Medical Use of
Cannabis for AIDS, MS or cancer patients. The Bureau is to regulate cultivation, distribution and export of
marijuana for scientific medical purposes. So far, The Netherlands has imported marijuana for medical
research from federal bureaus in the UK and U.S.

Accomplishments. The Dutch Justice Minister announced in October 2000 that drug controls at Schiphol
airport would be intensified. The number of military police at the airport will be expanded from 170 to 220,
and the special Schiphol teams of police, Customs and public prosecutors will be strengthened to step up the
fight against drug trafficking. During October 2000, two x-‐‑ray drug scanners became operational at Schiphol.
In the first month of their operation, the scanners detected over 933 kilos of cocaine, almost as much as in all
of 1999. Dutch customs officials estimate the total street value of the drugs found in October at U.S. $80
million. In 2000, the Dutch Police Special Synthetics Unit (USD), established in 1997 to coordinate the fight
against designer drugs, was given permanent status.

Law Enforcement Efforts. Dutch police and prosecutors give high priority to combating drug trafficking. The
Hague-‐‑based DEA officers have close contacts with their counterparts in The Netherlands. During FY 2000,
DEA instructors held a "clandestine laboratory" course in Virginia to teach Dutch officers the methods used to
investigate and dismantle clandestine laboratories. During FY 2000, the Schiphol airport police established an
"outbound" team to watch suspected traffickers departing The Netherlands for other countries with
contraband, with a main focus on the U.S.

The increasing internationalization of the synthetic drug problem has led to increases in U.S. (and other)
requests for information from Dutch law enforcement. However, because precursor chemicals often have their
origins outside of Dutch territory, and because numerous separate production sites are located throughout
The Netherlands, it is often difficult for foreign authorities to find a police region with clear cut responsibility
for handling a specific case.

Corruption. There were no reported cases in 2000 of corruption of public officials because of illegal drug
activities. In May 2001, the Dutch Justice Ministry will host a ministerial-‐‑level multilateral "Global Forum II"
anticorruption conference following up the first one convened by the U.S. Vice President in February 1999. The
USG is co-‐‑sponsoring Global Forum II.

Agreements and Treaties. The Netherlands is a party to the 1988 UN Drug Convention. The U.S. and The
Netherlands have agreements on extradition, mutual legal assistance, and asset sharing. The Netherlands is a
member of the UN Commission on Narcotics Drugs and the Major Donors Group of the UNDCP, to which it
contributes some $750,000 per year. It participates in the Financial Action Task Force (FATF) and The
Caribbean Financial Action Task Force (CFATF). The Netherlands is a leading member of the Dublin Group and
chairs the central European regional Dublin Group. It is member of the daily management of the Caribbean
Customs Law Enforcement Council (CCLEC). It is actively implementing the Schengen Agreement, the Benelux
Agreement on Extradition, and the European Convention on Extradition and Mutual Assistance. The Dutch
participate in the Council of Europe's Pompidou Group. In December 2000, the Netherlands signed the UN



Convention Against Transnational Organized Crime and its protocols.

Dutch police, Justice and Customs officials maintain close contacts with their colleagues in Belgium, France,
Germany and the UK. In 2000, The Netherlands signed a cooperation agreement with Italy to fight synthetic
drug trafficking. The National Criminal Intelligence Division (CRI) has posted liaison officers in Thailand,
Pakistan, Venezuela, Colombia, Interpol, The Netherlands Antilles, Turkey, Poland, Spain, Hungary and Russia.
Finally, The Hague is headquarters of the EU's European Police Office (Europol).

Cultivation and Production. About 50 percent of The Netherlands' cannabis market is Dutch-‐‑grown marijuana
("nederwiet"). The Dutch government has given top priority to investigating and prosecuting large-‐‑scale
commercial cultivation of nederwiet and doubled the criminal penalty to four years imprisonment and/or a fine
of about U.S. $50,000. Legislation adopted in 1999 closed loopholes, thus completing the ban on all indoor
cultivation of hemp. Possession of five or less nederwiet plants is not prosecuted. Dutch police authorities
regularly dismantle nederwiet "plantations".

According to the Synthetic Drugs Unit's (USD) 1999 annual report, the total quantity of ecstasy tablets seized
throughout the world, that can be directly or indirectly traced back to The Netherlands, has increased
exponentially. The means for exportation include express mail, couriers, and sea containers. The USD reports
that 36 production laboratory sites were dismantled during 1999, of which 25 were associated with MDMA
(ecstasy) production, five with amphetamine production, and six with both ecstasy and amphetamine. During
calendar year 2000, Dutch authorities dismantled at least 23 MDMA production laboratory sites. Since the
establishment of the USD, ecstasy chemists have increasingly moved their activities and laboratories to
northern Belgium, Poland and the Middle East.

Drug Flow/Transit. Approximately 50 percent of hashish seized in The Netherlands enters the country from
Morocco through France and Belgium. About 80 percent of the heroin seized enters the country from Germany
through the Balkan Route. In 1999, 4,208 kilos of drugs were seized at Schiphol airport, of which almost 2,600
were in the possession of couriers and the remainder was hidden in airfreight. Of the total 1999 drug seizures
at the airport, 3,200 kilos consisted of cocaine, up from 2,849 kilos in 1998. Although the number of couriers
arrested at Schiphol dropped from 818 (1998) to 618 (1999), the average drug weight per courier went up
from 3.8 to 4.2 kilos. In 2000, the Dutch intensified border controls to combat the flow of drugs, including the
effective implementation of scanners in the port of Rotterdam (installed in 1999), and the x-‐‑ray scanners that
became operational at Schiphol airport in October 2000. The number of drug-‐‑sniffing dogs in Rotterdam port
has been increased from 25 to 35.

Demand Reduction/Prevention. The Netherlands has a variety of demand-‐‑reduction and "harm-‐‑reduction"
programs, reaching about 75 percent of the country's 25,000-‐‑28,000 hard drug users. The number of hard
drug addicts has stabilized in the past few years, and the average age has risen to 38. Dutch authorities assert
that the number of drug-‐‑related deaths in The Netherlands remains the lowest in Europe. HIV infection among
addicts is relatively low. A national drug monitoring office to coordinate the large number of monitoring
activities related to drugs became operational in 1999, and the first results are expected in 2001.

Additionally, the Justice Ministry will start experiments in ten Dutch cities with the enforced treatment of
criminal drug addicts. Special prison departments will be set up where nearly 350 repeated drug offenders will
be forced to undergo two-‐‑year treatment.

The Dutch Addiction Care Information Foundation (IVV) notes a significant increase in the number of cocaine
addicts seeking treatment: 5,689 people in 1999, which is 23 percent more than in 1998. The IVV attributes
the increasing trend in cocaine use to higher prosperity. The number of heroin and cannabis addicts seeking
treatment has stabilized, whereas the number of ecstasy clients in 1999 dropped by 25 percent from 1998.
The total number of cannabis users in The Netherlands is estimated at some 323,000, of a population of more
than 15.5 million. Total costs of Dutch drug treatment programs are put at U.S. $100 million.

Drug prevention programs are organized through a network of local, regional and national institutions.
Schools are targeted in efforts to discourage drug use, while national campaigns are conducted in the mass
media to reach the broader public. The Netherlands requires school instruction on the dangers of alcohol and
drugs as part of the health education curriculum. The Netherlands Institute of Mental Health and Addiction (the
Trimbos Institute) has developed projects in the field of alcohol and drugs in the context of teaching "healthy
living" in classrooms.

IV. U.S. Policy Initiatives

Bilateral Cooperation. The U.S. and The Netherlands cooperate closely on law enforcement activities
throughout the Kingdom of The Netherlands. The USG is also working with the Kingdom to assist Aruba and
The Netherlands Antilles in countering narcotics trafficking. In April 1999, the U.S. and The Netherlands
concluded an interim, one-‐‑year agreement for the establishment of Forward Operating Locations (FOLs) on
Aruba and Curacao. These are now operational. The ten-‐‑year FOL agreement still awaits approval by the Dutch
Parliament.



Although operational cooperation between U.S. and Dutch law enforcement agencies is excellent, there is a
growing concern over The Netherlands' role as the key source country for MDMA/ecstasy entering the U.S. The
U.S. Embassy in The Hague recently proposed a three-‐‑pronged effort (political engagement, training and
enhanced consultation at the working level, and public diplomacy) to improve bilateral law enforcement
cooperation. Initial Dutch reaction has been positive.

The Road Ahead. U.S.-‐‑Dutch bilateral law enforcement cooperation will intensify with the above-‐‑mentioned
proposed action plan. The USG will encourage improved methods for screening container traffic in the port of
Rotterdam and Schiphol airport to further counternarcotics efforts. The U.S. will also encourage The
Netherlands to place a police liaison in its embassy in Washington to deepen cooperation against international
crime and drug trafficking. However, important differences in approaches toward "soft" drugs, as well as
differing legal procedures and law enforcement structures could continue to complicate bilateral cooperation
against drugs.

Norway

I. Summary

Drug production remains rare in Norway because of the country's (a) harsh climate, and (b) regulations
governing domestic sales, exports, and imports of precursor chemicals and drugs. To combat money
laundering and control chemical precursors Norway is armed with excellent legislation and top-‐‑flight
enforcement efforts. In 2000, the number of drug seizures in Norway rose on a continuing trend, with
cannabis seizures accounting for the bulk (38 percent) followed by benzodiazepines (16 percent), and
amphetamines (13 percent). Seizures of heroin and ecstasy also increased. While narcotics production remains
rare, the police have been increasing efforts to track and intercept drugs in transit (e.g., those arriving from
central Europe and going to Nordic and other western markets). Norway is implementing various programs for
curbing domestic drug abuse. Norway is a party to the 1988 UN Drug Convention.

II. Status of the Country

While Norway has become more popular as a transit country for drugs produced in Central/Eastern Europe and
Central/South America, the increase in narcotics seizures by the police and customs has helped dampen the
problem. Norway has laws governing money laundering and sales, and exports and imports of precursor
chemicals.

III. Country Actions Against Drugs in 2000

Policy Initiatives. Norway continues to implement counternarcotics policy initiatives on several levels. While
Norway has not developed an overall counternarcotics master plan, the Ministry of Justice continues
implementing an Antidrug Action Plan to meet the objectives of the 1988 UN Drug Convention. The key goals
of the plan are to: (a) curb the inward flow of illicit drugs; (b) limit illicit drug production; (c) reduce domestic
drug consumption; and (d) coordinate with other ministries in the fight against illicit drug activities and related
crimes, including money laundering. Norway continues to cooperate closely with police forces in Nordic and
other countries on drug cases.

The Norwegian Customs and Excise Directorate continues implementing its own antidrug plan aimed at
curbing drug imports and seizing illicit drug money and chemicals for narcotics production. The Norwegian
Customs has established a mobile narcotics control unit (including sniffing dogs), and is coordinating its
efforts with the police and the Coast Guard.

Norway's Ministry of Health and Social Affairs continues to implement educational and other programs to
reduce drug abuse through the Norwegian directorate for the prevention of alcohol and drug problems.
Moreover, Norway's Ministry of Defense implements programs to reduce narcotics use in the armed forces. On
local government levels, antidrug campaigns were launched in 1999 and 2000.

Accomplishments. According to the police, Norway remains in full compliance with the 1988 UN Drug
Convention as a result of (a) counternarcotics plans/initiatives progressing as scheduled; (b) antidrug
legislation being strengthened; and (c) ongoing cooperation with the United Nations Drug Control Program
(UNDCP). As an indication of its broader antidrug policies, in November 2000 Norway also hosted meetings of
the World Antidoping Agency (WADA) Foundation Board and Executive Committee, the International Antidoping
Arrangement (IADA), and the International Intergovernmental Consultative Group on Antidoping in Sports
(IICGADS). Forty-‐‑one countries, including the United States, participated with representatives from
independent athletic organizations and the International Olympics Committee (IOC) in an effort to address the
challenges presented by doping in sports.

Law Enforcement Efforts. In 2000, the number of drug seizures rose to an estimated 26,200 cases, up from
21,835 the previous year (Final Statistics). According to the police, cannabis, and amphetamine seizures rose
most strongly. Seizures of heroin and ecstasy also rose. Law enforcement efforts were increased, resulting in a



record number of persons charged with narcotics crimes. Additionally, in an effort to discourage the use of
narcotics substances the fines relating to narcotics offenses were increased. Oekokrim, the principal entity
responsible for tracing and seizing assets, continues to establish systems for identifying, tracing, freezing,
seizing and forfeiting narcotics-‐‑related assets. According to Norwegian laws, assets derived from criminal acts
(narcotics trade and money laundering) are to be seized and confiscated by the Norwegian State. While the
State destroys drugs, alcohol, and cigarettes, the State auctions items such as confiscated autos. Norway has
not enacted laws for sharing narcotics assets with other countries. No major changes in current legislation are
contemplated.

Corruption. Public corruption remains insignificant in Norway, and no drug-‐‑related corruption was recorded in
2000. Norway's corruption laws were broadened in 1998 to cover corruption overseas to facilitate the domestic
prosecution of Norwegian nationals who bribe officials in foreign countries.

Agreements and Treaties. Norway is a party to the 1988 UN Drug Convention. It has extradition treaties with
many countries, including the United States. Norway's extradition law (of 1975) governs extradition of
criminals to the U.S. and other countries. It has bilateral customs agreements with the U.S., the EU, Russia,
countries in central and east Europe, and other trading partners. Norway remains a member of Interpol, the
Dublin Group and the Pompidou Group. In December 2000, Norway signed the UN Convention Against
Transnational Organized Crime and its protocols.

Cultivation/Production. Cultivation of drugs remains limited in Norway although small quantities of
Norwegian-‐‑grown cannabis have been detected. Production of synthetic drugs is also rare due to effective laws
governing domestic sales of precursor chemicals.

Drug Flow/Transit. According to the police, the inflow of illicit drugs increased in 2000 with cannabis,
benzodiazepines and amphetamines in the lead. Most illicit drugs are entering Norway in vehicles from The
Netherlands, Belgium, Germany, Poland, and Hungary. Some drugs have been seized in commercial vessels
arriving from the European continent and Central/South America. Nationals from the Former Republic of
Yugoslavia have become prominent in Norway's narcotics market.

Domestic Programs/Demand Reduction. As noted above, government ministries and local authorities have
initiated antidrug abuse programs. According to the police, the increasing number of drug-‐‑related deaths
suggests that these programs need further strengthening to become effective. While the maximum penalty for
a narcotics crime in Norway is 21 years imprisonment (also the maximum penalty for any crime, including
murder), penalties for carrying small amounts of narcotics remain mild from a global perspective. The police
believe that stiffer penalties and fines would probably help reduce drug demand, especially among youths.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. Norwegian counternarcotics authorities cooperate frequently with their counterparts in
the Nordic countries and the U.S. DEA officials consult with Norwegian counterparts regularly. The U.S.
generally experiences excellent law enforcement cooperation with the Norwegians.

The Road Ahead. U.S. officials will continue to participate with Norway in a variety of counternarcotics-‐‑related
meetings including antidoping in sports.

Poland

I. Summary

Poland continues to play an important role as both a transit route and producer of a variety of narcotics. As a
gateway to the European Union and lucrative markets beyond, Poland finds itself in the path of drug traffickers
and organized crime groups bringing narcotics from the Golden Triangle, Latin America, and elsewhere. Not
yet a large market itself, Poland nonetheless feels the impact of the trade through growing local narcotics
production, drug-‐‑related violence, money laundering, and other criminal activity. The current legal framework
for combating drug use and trafficking is the National Program for Counteracting Narcotics, originally passed
in 1997, and implemented in 1999. Poland is a party to the 1988 UN Drug Convention.

II. Status of Country

Poland's law enforcement organizations have recently stepped up efforts to stem the production and flow of
narcotics, in particular the growth in amphetamine manufacturing. Although these efforts have resulted in
numerous raids and seizures over the last year, they have not yet had a significant impact on the local
industry, which is estimated to satisfy nearly a quarter of European demand.

The transport of heroin through Poland and on to markets elsewhere in Europe continues to be dominated by
Turkish, Pakistani, Indian and Nigerian nationals. Poles control drug production and distribution in Poland's
domestic market. Polish nationals are also regularly recruited as couriers for drugs bound for Europe. Financial
support comes from Germans, Austrians, and Scandinavians. While the bulk of the narcotic traffic is



westbound, Poland is also a transit point for shipments to the Baltic nations mainly ecstasy smuggled to
Estonia and opium poppy straw and amphetamine transported to Lithuania.

III. Country Actions Against Drugs in 2000

Policy Initiatives. On November 17, 2000, President Kwasniewski signed into law three significant
amendments to the National Program for Counteracting Narcotics. The most controversial of those
amendments criminalizes possession of narcotics. To date, possession of small amounts of narcotics for
personal use has not been illegal. Under the new legislation, police are now authorized to arrest and prosecute
those found possessing any quantity of illicit drugs. Whether or not the police have the necessary resources to
enforce such legislation remains to be seen. To that end, the USG is working with the Polish Parliament to
amend the police law to enable them to effectively handle their caseload.

The second amendment empowers court officials to order drug treatment and counseling. Currently, treatment
is on a voluntary basis. The third significant amendment aims to penalize business owners who knowingly
foster an atmosphere tolerant to drug sales and use on their properties.

Accomplishments. During the past year the Government of Poland's (GOP) Central Narcotics Bureau merged
with the Organized Crime Bureau. The new office, the Central Bureau of Investigations, has a broadened
authority, allowing it to pursue multi-‐‑faceted criminal investigations. Polish law enforcement authorities
designed the new Bureau to eliminate duplicated effort, unnecessary expense, and avoidable delays. As a
result, each of the Bureau's seventeen district offices answers to headquarters, not local political or law
enforcement officials. Although very new, the Bureau has already succeeded in conducting several noteworthy
investigations leading to drug seizures and arrests. One such investigation involved cooperation with
Bulgarian, Slovak, and Czech counterparts, and resulted in at least 13 arrests and the seizure of 70 kilograms
of heroin.

Law Enforcement Efforts. In addition to efforts being made to streamline investigations, the GOP has
demonstrated a clear commitment to strengthening its border controls. Polish border and customs authorities
acknowledge that its borders, particularly with Ukraine and Belarus, have not presented a meaningful barrier to
criminals smuggling narcotics, human cargo, and miscellaneous contraband.

With considerable guidance and support from the European Union, the GOP has increased the size of its
customs presence on these borders, staffing more than a dozen new control towers and deploying mobile
surveillance teams. In addition, new detection technologies and methods are being employed at vehicle
crossing points. One such technology is x-‐‑ray equipment, which was instrumental in the recent discovery of
100 kilograms of heroin in a truck's floor.

In recognition of the growth in amphetamine production in Poland law enforcement bodies are focusing more
attention on locating and liquidating illegal laboratories. In 1999, police eliminated ten such laboratories, and
between January and May 2000, eight more were raided.

On November 27, police underlined their assault on amphetamine producers by raiding a laboratory in Warsaw
estimated to have produced 500 kilograms of amphetamines during the last year. The lab, associated with a
prominent Polish organized crime group, reportedly employed more than a dozen people, several of whom
were arrested at the scene.

Corruption. Data relating to corruption among law enforcement bodies is not available. Contacts within the
Polish National Police acknowledge that instances of corruption are occasionally discovered, particularly among
customs officers, and that prosecution for such activity is possible.

Agreements and Treaties. Poland is party to the 1988 UN Drug Convention. The U.S. and Poland have an
extradition and mutual legal assistance treaty. As part of its projected accession to the European Union, Poland
is cooperating with its EU counterparts to bring its legal code into line with that of other Union members. In
terms of narcotics enforcement, this process includes increasing the number of potential criminal narcotics
charges, as well as drafting legal definitions of drug trafficking and addiction. Poland signed the UN
Convention Against Transnational Organized Crime in December, 2000.

Cultivation/Production. Small quantities of marijuana are produced in Poland for local use. Morphine base
extracted from opium poppy straw, known locally as Kompot or Polish Heroin is a long-‐‑standing staple of
Polish addicts. Most Kompot is produced at home by addicts themselves. European law enforcement officials
estimate that Poland fulfills more than 25 percent of Europe's amphetamine demand. These high-‐‑quality
amphetamines are also available locally, and are increasingly popular among Poland's estimated 60,000 drug
addicts, as well as Poland's urban youth seeking recreational highs. Poland's law enforcement community
acknowledges that they are not yet fully equipped to stem the production of amphetamines and other locally
produced narcotics, much of which comes from mobile clandestine laboratories.

Drug Flow/Transit. Measuring the flow of illicit narcotics through Poland has proven a difficult task. There is



evidence of southwest Asian heroin, cocaine from South America and cannabis products from Morocco and
Nigeria. As police detection and interdiction methods improve, new means of transporting illegal materials are
discovered, including vehicles transiting Poland. Over the last two years, police report that nearly all the
heroin, cocaine, and LSD seized has been transiting Poland.

Domestic Programs/Demand Reduction. Kompot is the most common drug in Poland, used by approximately
75 percent of Polish addicts. Another 10 percent use inhalants; amphetamine abuse is growing very rapidly.
The Ministry of Health estimates that there are 30,000-‐‑40,000 addicts and up to 400,000 casual users.
Requests for medical or rehabilitative services have grown rapidly in the last three years, reaching more than
4,000 in 1999. According to rehabilitation authorities, this is the result of the growth in the number of drug
abuses, as opposed to the result of expanded services. Education programs, meanwhile, have diminished due
to a lack of money and trained instructors. As a national education strategy has yet to be finalized,
government bodies and international organizations have pursued a variety of education methods, including
school-‐‑based and mass media campaigns. The GOP is currently cooperating with UNDCP to devise a more
systematic public education program.

IV. U.S. Policy Initiatives and Programs

Initiatives. U.S. goals in Poland include the development of an increasingly potent Polish law enforcement
community, in part to stem the flow of drugs through Poland. The U.S. has also sought to help the GOP combat
domestic production of illicit narcotics. The U.S. reinforced this effort by sponsoring a training program on
clandestine laboratories, conducted by the DEA. The U.S. Resident Legal Advisor played an instrumental role in
persuading essential legislators and policymakers to support the amendments to the National Program for
Countering Narcotics. The FBI representative in the Embassy in Warsaw provided considerable input into the
reorganization and creation of the Central Bureau of Investigations.

Bilateral Cooperation. Polish authorities continue to cooperate closely with the Embassy and U.S. law
enforcement agencies through training programs, enforcement collaboration, and consultation on legal
reforms. The U.S. continues to foster close working ties with Polish law enforcement agencies, with a particular
focus on narcotics and organized crime. Over the last year, the U.S. Embassy in Warsaw played host to U.S.-‐‑
funded programs targeting money laundering and other financial crimes, drug trafficking, clandestine
narcotics laboratories, and corruption. The U.S. also continues to support Poland's International Police Training
Center, last year coordinating the provision of communication equipment.

Road Ahead. The U.S. anticipates continuing strong ties with Poland's law enforcement communities, fostered
through additional targeted training programs and continued expansion of working relationships between U.S.
Embassy and law enforcement officials.

Portugal

I. Summary

Portugal figures in the international drug situation largely as a gateway into Europe for drug smugglers. In
domestic consumption, heroin leads, followed by hashish and cocaine. Drugs enter by air and sea and transit
overland both to and from other European countries. The drugs tend to originate from North Africa and South
America. U.S.-‐‑Portuguese cooperation on drugs includes visits by American officials and experts, training of
law enforcement personnel, and assistance in establishing rehabilitation programs. Portugal participates
actively in international counter narcotics efforts. It views drug addiction as a public health problem and
administers methadone and needle-‐‑exchange programs. In 2001, a new law goes into effect that
decriminalizes drug use in small quantities. Portugal is a party to the 1988 UN Drug Convention.

II. Status of Country

Drug smugglers use Portugal as a point of entry for drug shipments headed into Europe from North Africa
(notably Morocco), and from Latin American countries (particularly Venezuela, Colombia, and Ecuador).
Portugal's open borders with other members of the Schengen Agreement simplify the work of drug smugglers,
and linguistic and cultural ties with Brazil and Mozambique facilitate trafficking from those countries.
Moroccan hashish and Afghan opium have entered Portugal through the Schengen countries. Cocaine and
heroin enter Portugal by commercial aircraft, truck, and maritime vessel. The heroin, largely of Turkish origin,
transits to Portugal through Holland and Spain and is consumed domestically or is shipped out of the country.
Cocaine produced in Brazil and Colombia passes through Portugal to the rest of Europe. The U.S. has not been
identified as a final destination.

Drug consumption is no longer a "big city" problem. Contrary to the general trend in Europe, heroin use in
Portugal has not diminished in recent years. Estimates suggest that (of a population of ten million) Portugal
has more than 60,000 heroin addicts, 5,000 cocaine addicts, and 100,000 hashish consumers. Ecstasy has
become an even more popular drug among some urban youth.



Portugal now has the highest per capita HIV infection rate in Europe, with 88 cases for every 1,000 inhabitants.
Intravenous drug use makes up 55 percent of all reported cases of HIV transmission in Portugal.

III. Country Actions Against Drugs in 2000

Policy Initiatives. President Jorge Sampaio signed new legislation that decriminalizes drug use for both
"casual" consumers and addicts. The law takes effect on July 1, 2001. Under the new law, "consumption,
acquisition, and possession of drugs for personal use" (maximum quantity allowed any one person not to
exceed ten days' worth) becomes a simple administrative offense. The penalties for "non-‐‑addict" consumers
may be either monetary fines or other penalties. For "addicts," only non-‐‑monetary penalties apply. The new
legislation replaces two articles of an earlier law addressing the legal regime applicable to trafficking in and
consumption of narcotic drugs, but does not revoke it.

Accomplishments. In December 1999, Portugal and the U.S. signed a case-‐‑specific assets sharing
Memorandum of Understanding (MOU). A portion of the monies was earmarked to fund rehabilitation
programs.

Law Enforcement Efforts. Portugal has three separate law enforcement agencies that deal with the drug
program—the Judicial Police (PJ), the Public Security Police (PSP), and the Republican National Guard (GNR). The
PJ is a unit of the Justice Ministry with overall responsibility for coordinating enforcement efforts and record
keeping. The PSP and GNR are uniformed forces operating in the cities and countryside, respectively, although
in practice overlap often occurs. The GNR also patrols the highways, inland waterways and the coast. The GNR
recently received delivery of two of five new speedboats needed to patrol the coastal waters. PSP officers in
some cities are involved in a "safe schools" project similar to the D.A.R.E. drug awareness program in the U.S.

Maritime interdiction cooperation between Portugal and Spain continued in 2000, following the terms of the
1998 treaty between the two countries. This cooperation, together with U.S. assistance, resulted in a multi-‐‑ton
cocaine seizure in the Caribbean. The traffickers arrested in Portugal were nationals of Portugal, Spain, and
Colombia.

The PJ made three major seizures of heroin and cocaine in 2000. The PJ aimed to cut off the supply source and
obstruct the operations of traffickers who sell to other traffickers. Drug programs overall are coordinated by
the Secretary of State for the Presidency of the Council of Ministry, Dr. Vitalino Canas, who is directly
responsible to the Prime Minister.

Corruption. No cases of systematic or large-‐‑scale corruption were reported in 2000.

Cultivation and Production. In Portugal production is not a significant concern.

Drug Flow and Transit. Portugal's exposed geographic position and its long, rugged coastline and proximity
to North Africa, offer an advantage to traffickers who smuggle illicit drugs into Portugal. Cooperation between
criminal elements in the far north of Portugal and the nearby Galician underworld appears to be increasing. A
Turkish trafficking group is seeking to turn the Iberian Peninsula into a narcotics distribution center for all of
Europe.

Demand Reduction. The Institute for Drugs and Drug Addiction is a new Portuguese government office that
serves as a statistical gathering and dissemination center for narcotics issues. In 2000, the government's
antidrug public service advertising campaign showed activity similar to campaigns on the danger of AIDS. A
new series of "Just Say No"-‐‑style television spots began last spring.

The Ministry of Health administers needle exchange, psychiatric, methadone, and detoxification programs.
During an official visit to Spain, the Portuguese Minister of Justice visited a prison to investigate a needle-‐‑
exchange program. He promised to review the possibility of implementing a similar program in Portugal.

The Portuguese consider drug addiction to be an illness, not a crime. Branch clinics of the Ministry of Health
offer methadone treatment. Registered addicts can obtain prescribed doses of methadone from any
pharmacist, and thus avoid having to go to a public clinic. Long-‐‑term clinics offer free detoxification. Portugal
prefers to see addicts in rehabilitation rather than in prison. A judge can offer a convicted user a choice
between therapy and prison, but cannot compel the user to enter therapy against his or her will.

Agreements and Treaties. Portugal is a party to the 1988 UN Drug Convention. A Customs Mutual Assistance
Agreement (CMAA) has been in force between Portugal and the U.S. since 1996. Portugal and the U.S.
cooperate in extradition matters through a 1908 extradition treaty. However, the extradition treaty does not
cover financial crimes, drug trafficking or organized crime.

Portugal is a member of the Pompidou group of the Council of Europe, which began in 1971 as a Europe-‐‑level
forum to discuss narcotics issues. The European Monitoring Center on Drugs and Drug Addiction (EMCDDA),
an EU facility, is located in Lisbon and serves as an information clearinghouse for EU countries.

IV. U.S. Policy Initiatives and Programs



Bilateral Cooperation. The U.S. has facilitate a working relationship between the Portuguese Navy and a
private company called International Health Resources Management, in order to develop a drug and alcohol
rehabilitation program. The Portuguese Navy has signed an agreement with the Portuguese Industry
Association that will allow civilian organizations and businesses to utilize drug testing and treatment services
from this program. The final phases of implementation and evaluation of this program will take place in 2001.

The Road Ahead. Portugal plans to continue to take dynamic steps to confront and combat a growing
domestic narcotics problem. In some areas, the country will align itself closely with the drug policies of its EU
neighbors. The future should see a continued effective performance by Portugal, characterized by increasing
cooperation with the United States and with European nations.

Romania

I. Summary

Romania is not a major producer or cultivator of narcotics. However, the country lies along a well-‐‑established
route used to funnel heroin and opium from Afghanistan through Turkey to Western Countries. Romania is
also used as a depot and transit point for South American cocaine destined for Western Europe. In 2000,
Romania made noted progress in empowering the National Police to investigate drug-‐‑related crimes. This year
also saw the implementation of legislation designed to fight money laundering, including provision for the
seizure of the proceeds of drug related activities. Romania is a party to the 1988 UN Drug Convention.

II. Status of Country

Romania lies along what is commonly referred to as the Northern Balkan Route, and serves as a transit country
for narcotics moving from Afghanistan, through Turkey and Bulgaria and onward to Western Europe. In
addition, a large amount of precursor chemicals transit Romania from West European countries south towards
Turkey. The comparatively low salaries earned by most Romanian citizens make narcotics prohibitively
expensive; however, law enforcement officials noted that the trend of increasing domestic use continued in
2000. According to the same officials, this trend was most prevalent in consumption of cannabis and synthetic
drugs, such as "ecstasy," among the country's youth.

III. Country Actions Against Drugs in 2000

Policy Initiatives. Romania made significant progress in its ability to combat narcotics with the passage of Law
143/2000. The law, passed in August 2000, gives the National Police expressed powers to carry out controlled
deliveries of narcotics. The law also allows for the use of undercover police in investigating drug-‐‑related
activities. While still relatively new, the law is already being put into practice.

Romania is home to the Southeast European Cooperative Initiative (SECI) Organized Crime Center, which serves
as a focal point for countries in the region to share information, including information on narcotics trafficking.
In 2000, the Romanian National Police received training from foreign governments including Germany, France,
and the United Kingdom, designed to provide Romanian officers greater experience and knowledge in fighting
organized crime such as drug trafficking. Seminars on fighting narcotics trafficking have also been sponsored
via the EU's PHARE program and the Pompidou Group.

Accomplishments. Romania's primary successes have come in the area of new legislation to fight narcotics
and money laundering. In addition, the SECI Organized Crime Center, headquartered in Bucharest, has taken
several steps closer to becoming fully functional. Romanian law enforcement is beginning to employ
cooperation assistance as a tool to identify major drug traffickers. Such cooperation assistance is specifically
allowed under the new drug law. Romanian agencies, such as the National Police, Border Police, and Custom's
Administration (VAMA) continue to offer a high degree of cooperation in working with the U.S. The lack of a
counternarcotics master plan, inadequate resources, and corruption, remain the most significant impediments
to combating narcotics trafficking in Romania.

Law Enforcement Efforts. During the first ten months of 2000, the National Police made 172 narcotics
seizures and the Customs Administration three seizures. While a smaller amount of hashish, cannabis and
heroin was confiscated in 2000 than in 1999, there was a slight increase in amount of seized cocaine. There
was also a noted increase in the amount of confiscated methadone pills, along with an over 50 percent
increase in the amount of synthetics (primarily ecstasy) confiscated. As of October 19, 2000, narcotics seizures
included 39.66 kilograms of heroin, 149 vials of morphine, 0.06 kilograms of opium, 35.17 kilograms of
hashish and cannabis, 12.9, kilograms of cocaine, 15,597 amphetamine pills, and 264 methadone pills.
Through the same period, there were two seizures of precursor chemicals, 137 liters of benzylmethylketone
(BMK) and 160 liters of acetic anhydride. Arrests through October 19, included 155 nationals, and 28
foreigners.

Law enforcement resources dedicated to fighting narcotics in Romania are limited. As of September 2000,
there were only 25 police officers assigned to the national level drug squads. Thirteen of these officers are



assigned to the Romanian National Police Antidrug unit within the country's Directorate for Combating
Organized Crime (DCCO). The 12 other officers are focused on combating the illicit sale of precursor
chemicals. In addition, one or two officers are assigned to each of Romania's 41 county organized crime
squads. Romania has established a system for identifying, tracing, freezing, seizing and forfeiting narcotics-‐‑
related assets. Under existing law, any proceeds from illegal activity, or assets that were used, or intended to
be used, in illegal activity can be seized. However, Romania currently does not have legislation in place that
allows for the sharing of seized assets with foreign governments.

Corruption. A 2000 anticorruption law expanded the penalties for corrupt acts and added to the list of
activities that can be prosecuted as corruption. However, corruption remains a serious problem within the
Romanian government. Despite the new law, the number of corruption cases brought to court dropped in
2000.

Agreements and Treaties. Romania currently has an extradition treaty with the United States and, in 1999,
the two countries signed a Mutual Legal Assistance Treaty (MLAT). Work has begun on the agreement with the
UN regarding cooperation in fighting narcotics trafficking and drug abuse. Romania is also working with the
UN regarding the implementation of fighting the trafficking of narcotics by sea, as outlined in the UN
Convention on the Trafficking of Illicit Narcotics and Psychotropic Substances. Romania signed the UN
Convention Against Transnational Organized Crime and its Protocols in December, 2000.

Drug Flow/Transit. Illicit narcotics from the Near and Middle East enter Romania primarily over land through
its southern border with Bulgaria. However, drugs are also brought into the country via the Black Sea port of
Constanta, as well as via the country's international airports. Once in Romania, the drugs move either north
through Hungary, or east through former Yugoslavia, on their way to Western Europe. The DCCO estimates
that approximately 80 percent of the drugs that enter Romania continue on to Western Europe, while the
remaining 20 percent are consumed in country.

Domestic Programs. Low wages restrict consumption of Heroin and cocaine; synthetic drugs are a growing
alternative, as are inhalants. Detoxification programs are offered through some hospitals, but are very limited.
The Romanian Ministry of Health maintains some programs designed to educate young people about the
hazards of drug abuse. However, these efforts are hampered by a lack of resources. As a result, there remains
a strong lack of knowledge among the country's youth regarding the dangers of abusing narcotics.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. In response to strong interest by the Romanian National Police and other Romanian
agencies with narcotics law enforcement responsibilities, the U.S. embassy has assisted in providing a wide
range of training geared towards fighting narcotics, corruption, and money laundering. The Regional Security
Officer is the coordinator at post. The Department of State's International Narcotics and Law Enforcement
Affairs (INL)-‐‑sponsored training in 2000 included an economic crimes course, a regional conference on
fighting corruption, a public corruption seminar, and a FBI-‐‑provided undercover operations seminar. Other
State Department-‐‑funded programs in 2000 were offered through the Department of Justice's Office of
Overseas Prosecutorial Development, Assistance and Training (OPDAT). These programs include an organized
crime seminar, as well as training in the areas of financial litigation, international asset forfeiture and asset
sharing, economic crime/advanced money laundering, and investigating public corruption. Training to improve
border enforcement was provided by the U.S. Customs Service, which has several representatives present in
Romania. DEA activities in Romania are coordinated by their regional office in Vienna.

The Road Ahead. Romania has put serious emphasis behind its counternarcotics efforts and cooperation with
the USG. There is little reason to believe that this cooperation will diminish under the new Romanian
administration elected in November 2000. The new drug law will make a noticeable difference in the country's
fight against drugs over the coming year and beyond. The USG plans to maintain its support in providing
counternarcotics, money laundering, and corruption related training in 2001.

Russia

I. Summary

Dominating all other drug issues in Russia is the continued dramatic increase in the flow of Afghan heroin into
the country across the southern border. In 2000, 80 percent of the heroin seized in Russia came from this
area; the UNODCCP estimates that the amount of heroin brought into Russia from that region has more than
doubled in the last year alone. The sharp increase in the supply of heroin has seen a correspondingly sharp
drop in price, which has in turn stimulated demand to an unprecedented extent. The GOR now recognizes that
drugs are no longer simply an illicit product in transit to another destination. Although more than half the
heroin seized in 2000 was destined for onward transit, Russia is now a consumer as well, and faces a serious
drug abuse problem for the first time. Traditionally, the drugs of choice have been opium poppy straw extract,
and cannabis products. The Public Health Minister estimated that there were 2 million addicts in Russia, and
the head of the Security Council said that there were over 200,000 drug-‐‑related crimes in the last year alone.



He says the President considers "the problem of the spreading and using of drugs in the category of a direct
threat to the national security of the state." While international cocaine traffickers of Russian origin continue to
use Russia as a transit point for onward shipment to Europe, Russia continues to be a depressed market for
cocaine, which remains priced out of this market for the time being.

In 2000, the Russian government displayed an increased interest in antinarcotics cooperation, and U.S. and
Russian law enforcement took significant steps towards deeper bilateral investigative cooperation and
intelligence sharing. In June 2000 the Putin Administration indicated an increased interest in exploring a multi-‐‑
faceted approach including demand reduction and prevention. Russia ratified a Mutual Legal Assistance Treaty
with the U.S. in the fall of 2000, and challenged the U.S. Senate to do the same. Russia is a party to the 1988
UN Drug Convention.

II. Status of Country

Russia is a transit country for heroin and opium, most of which comes from Afghanistan and more than half of
which is destined for Europe. It is also a transit country for cocaine averaging in the 50-‐‑60 kilograms range
trafficked by individual criminals of Russian origin who use the country for transshipment to Europe and
elsewhere. Small quantities of amphetamines, cannabis and opium poppy and ephedrine for domestic
consumption are produced in Russia; significant quantities of precursor chemicals for export, notably acetic
anhydrid are produced in, or diverted from, Russia for the production of Afghan heroin.

Low income levels mean Russia is a negligible market for cocaine. Russian demand for cocaine has fallen
abruptly from its peak in the more prosperous 1990's. The demand never equaled that of heroin, which is
much cheaper and more plentiful, and more easily imported. Cocaine seized in Russia is typically in transit to
Europe. While there have been seizures as large as several tons, such as that seized on a Russian-‐‑owned vessel
off the coast of a European country in late 1999, there have been no large seizures in 2000, aside from a 64
kilograms DEA controlled delivery in May. Russian law enforcement authorities do not consider that cocaine
trafficking presents a major criminal threat.

Heroin trafficking is the major drug problem facing Russia. The Afghan Taliban stepped up production of
opium and heroin for export into Tajikistan and Kazakhstan and on into Russia just as the economic crash of
1998 plunged Russia into a period of economic crisis. The crash resulted in a sharp drop in the standard of
living for many Russians, high unemployment rates, and a decrease in the technical and financial resources
available to law enforcement. Alcohol and substance abuse increased. Coinciding with the widespread
availability of cheap heroin, this situation contributed to an increase in serious heroin abuse and addiction, and
a concomitant steep increase in HIV and AIDS. Russian authorities resist needle exchange programs for fear of
appearing to encourage heroin abuse. HIV suppressing therapies exceed the financial capability of most
Russian clinics, and victims remain for the most part untreated, representing a concern for Russian health
authorities.

Given the porous nature of the border and the lack of technical and financial support for law enforcement,
Russia is ill-‐‑equipped to handle the growing inundation of the country with Afghan heroin. Although the bulk
of this product finds its way into European or other markets, the proximity of the source and the large
quantities available have provoked a precipitous drop in heroin prices, from an average $70 per gram in 1999
to $10 per gram in 2000. Even at these prices, the average Russian cannot support this habit without resorting
to some form of criminal activity. Russian authorities estimate the number of drug-‐‑related crimes in 2000 at
over 200,000.

Domestic distribution of drugs is handled by the same Russian criminal organizations that have long
conducted other criminal operations in the various regions of Russia. Trafficking into the country is often
handled by groups who tend to specialize in certain categories of drugs in specific areas. Heroin is mainly
imported by Afghan, Tajik and other Central Asian groups, and West Africans across the southern border with
Kazakhstan into European Russia and western Siberia. Vietnamese and Chinese groups traffic heroin, opium
and ephedrine into eastern Siberia, where methamphetamines are also manufactured in kitchen labs for
personal use. Ukrainian groups traffic in cannabis, while Nigerian and some other African groups traffic mostly
heroin.

III. Country Actions Against Drugs

Until recently, drug trafficking by Russians or through Russia was not given a high priority by Russian policy
makers or law enforcement. Russia had little drug abuse and the transit of narcotics through the country
received a lower priority than other seemingly more critical criminal activities. Russian authorities now indicate
that they recognize that the situation has changed and that drug trafficking is having a profoundly negative
effect on their country.

Policy Initiatives. The new Russian Presidential Administration has demonstrated that it places a high priority
on law enforcement (raising salaries of all Russian police 13 percent in 2001) and on control of narcotics.
Russian authorities have correspondingly stepped up their levels of international antidrug cooperation in



interdiction and enforcement. From the highest levels of government down to the working level, Russian
authorities have demonstrated increased willingness to cooperate with international counternarcotics efforts
and U.S. efforts in particular. Russian counternarcotics efforts rely heavily on law enforcement, but authorities
have recently displayed an increased interest in initiating cooperation and accepting assistance in the areas of
demand reduction and treatment as well.

Key Foreign Ministry officials characterize cooperation in the area of antinarcotics as one of the top Russian
priorities for U.S.-‐‑Russian relations, and one of their major priorities internationally. One key official called the
drug issue a non-‐‑ideological, non-‐‑political, truly shared problem, demanding a cooperative and joint
response. One of the highest-‐‑ranking Russian officials described the Government of Russia as totally
committed to this cooperation and said all ministries and agencies were available to work with the U.S. on
antinarcotics. He characterized their efforts as seeking to develop a coordinated approach that incorporates
education, health, military, intelligence and law enforcement components.

Accomplishments. In October 2000, Russia ratified the Mutual Legal Assistance Treaty, and called upon the
U.S. Senate to do the same.

The UNODCCP in Moscow continued to implement two domestic projects signed with the Russian government,
and four NIS-‐‑regional projects in which Russia is a partner. The first was signed in 1999, "Technical Assistance
in Control and Prevention of Drugs and Related Organized Crime," and provides equipment and training for
counternarcotics units in Russia. The second, "Training Center for CIS Countries at Domodedovo," was signed
in 2000 and establishes a program for training representatives of antidrug units of various CIS countries in the
Russian police training facility at Domodedovo in Moscow. In addition, the UNODCCP has undertaken an effort
to provide equipment and training to the Russian Border Service personnel who police the Tajik-‐‑Afghan border
to halt the flow of heroin before it reaches the Russian border. The UNODCCP in Moscow reports that all of
these projects have the support of the Russian authorities. They note, however, that Russia has not allocated
any funding for continued cooperation.

Law Enforcement Efforts. The 1998 Russian Law on Narcotics and Psychotropic Substances criminalized the
purchase and possession of drugs and stiffened the penalties for distribution and large-‐‑scale trafficking. While
this has done little to discourage the growing substance abuse in Russia, it has given law enforcement a
somewhat increased ability to deal with serious drug traffickers. However, court sentences continue to be light.

The UNODCCP estimates that the flow of Afghan heroin alone has increased three-‐‑fold in the last three years,
while Russian law enforcement budgets have remained static, equipment deteriorates and veteran officers are
lost to attrition. Little new funding is available for equipment replacement or procurement of new technology.
Inadequate budgets, low salaries and a lack of technical resources and support hamper performance and
encourage corruption. Funds for training are also extremely limited.

Within these limitations, Russian drug control units continue to strengthen and deepen their interagency
cooperation and to reach out to other nations for bilateral and multilateral international cooperation. The
recently formed Russian multi-‐‑agency Counternarcotics Task Force continues to develop and improve
agencies' cooperation. Seizures of heroin are up again this year to 59,000 instances, totaling 655 kilograms,
an increase of 134 percent over the first nine months of 1999, which was itself a record number of seizures.
Some of the most dramatic increases in trafficking seizures have taken place not in Russia, but on the Afghan-‐‑
Tajik border where the Russian Federal Border Service provides assistance in cooperation with Tajik forces.
According to UNODCCP figures, between July and October 382 kilograms of heroin and 1,916 kilograms of
opium were seized. One July seizure alone netted 154.4 kilograms of heroin. In April, Russian border guards
eliminated a transshipment base in Tajikistan controlled by Afghan traffickers, seizing 96 kilograms of
narcotics.

Corruption. President Putin has said that he will make controlling corruption a priority for his administration,
although few concrete steps have been taken to date. Low pay and difficult working conditions continue to
foster corruption among law enforcement officials, and there is a reluctance within the law enforcement
community to investigate their own.

Agreements and Treaties. Russia is party to the 1988 UN Drug Convention, the 1961 UN Single Convention
and its 1972 Protocol, and the 1971 UN Convention on Psychotropic Substances. In 1995, the Russian Border
Service concluded an agreement with Kyrgyzstan and Tajikistan to reinforce Trilateral Counter Narcotics
Cooperation on the borders with Afghanistan, Pakistan and Iran. Russia is a party to the 1992 Kiev Treaty on
Cooperation in Interregional Drug Investigations. Russia signed the UN Convention Against Transnational
Organized Crime and its Protocols in December, 2000.

The Annex of the Mutual Legal Assistance Agreement of 1996 specifically lists any crime associated with
trafficking in illicit drugs and psychotropic substances as a basis for making a request for assistance under the
agreement. It lists money laundering, government corruption and organized crime as well. In July 1998, the
U.S. Drug Enforcement Agency and the Ministry of Internal Affairs signed a Memorandum of Understanding



(MOU) on Counternarcotics Cooperation. A 1995 MOU between the Russian Federal Border Service and the U.S.
Coast Guard provides for cooperation in a variety of areas including Maritime Drug Interdiction. The U.S.
Attorney General and the Director of the Federal Security Service (FSB) signed an MOU in 1999 that provided for
the sharing of intelligence on counternarcotics between the Drug Enforcement Administration (DEA) and the
FSB. No extradition treaty exists between the U.S. and Russia; nevertheless, Russia has been cooperative in
assisting in the removal of suspects for purposes of U.S. prosecution.

Cultivation and Production. Although there are no official statistics on the extent of opium cultivation in
Russia, the USG has no evidence to suggest that more than 1,000 hectares of opium are cultivated. In the first
nine months of 2000, Russian authorities eradicated 5.3 hectares of wild and 7.3 hectares of cultivated opium.
Wild cannabis, which is lower in THC than that of cultivated cannabis, is estimated to cover some 1.5 million
hectares in the eastern part of the country. Russian authorities eradicated 11,474 hectares of wild cannabis in
2000. There is no statistical data on the harvesting of wild cannabis.

Drug Flow/Transit. Heroin from Afghanistan flows through Central Asia, particularly Tajikistan and
Kazakhstan, over the southern border into Russia, for domestic distribution and consumption and for onward
shipment to Europe and, to a much lesser extent, the United States. The port city of Astrakhan and the Black
Sea port of Novorossiysk are major transit points for Turkish and Afghan heroin into Russia. Vast amounts of
daily sea traffic, consisting of passengers, autos on ferries and bulk goods in trucks, are used to conceal
heroin trafficked into Russia. All routes mentioned above are also used in reverse to smuggle the precursor
chemical acetic anhydride to the clandestine laboratories in Afghanistan and Turkey which produce Afghan and
Turkish heroin. The lack of border controls with China and Mongolia facilitates smuggling, including drug
trafficking, through that region. In eastern Russia, Chinese drug producers continue to import the precursor
ephedrine for the domestic production of methamphetamine in kitchen labs in quantities for personal use.
Cocaine traffickers also route Colombian cocaine for transshipment to Europe and elsewhere through Russian
seaports and airports.

Demand Reduction. In 2000, Russian authorities demonstrated a marked increase in interest in exploring
possible cooperation and assistance in the area of drug abuse prevention and treatment. Russian authorities
have expressed interest in developing a comprehensive counter narcotics strategy which would combine
education, health and law enforcement, and requested meetings with the U.S. Office of National Drug Control
and Prevention to explore the creation of a similar organization in Russia. In 2000, the Ministry of Internal
Affairs participated in a U.S. program designed to improve the collection of data on drug abuse and addiction
among individuals who have been arrested. Russian law enforcement authorities also have come to support the
idea that demand reduction should complement law enforcement efforts to reduce supply. The 1998 Narcotics
Law provides for compulsory treatment of drug abusers who come to the attention of the authorities. The law
restricts drug abuse treatment to government facilities.

IV. U.S. Policy Initiatives and Programs

The principal U.S. goals are to help strengthen Russia's antinarcotics law enforcement capacity to help meet
the challenges of international drug trafficking into and across Russia, and to strengthen U.S.-‐‑Russian law
enforcement cooperation.

In 2000 the U.S. Department of State Anticrime Training and Technical Assistance Program provided
counternarcotics, anticorruption and money laundering training conducted by seven U.S. agencies to over 400
students. Students were primarily enforcement personnel from the Ministry of Internal Affairs (MVD), the
Federal Security Service (FSB) and Customs. This training also reached out to legislators, court officials, NGO's
and health professionals among others involved in demand reduction and drug abuse treatment. The program
also brought over U.S. technical advisors working on institutional change such as facilitating use of the Mutual
Legal Assistance Agreement to enhance the structures that encourage bilateral investigative cooperation. We
also expanded to the regions, preparing for a government ethics anticorruption program in Samara, and a
large-‐‑scale regional community police program that contains a significant antinarcotics component.

In a significant example of U.S.-‐‑Russia cooperation, the U.S. Drug Enforcement Administration worked with the
Russian multi-‐‑agency Drug Control Task Force to facilitate a controlled delivery of 64 kilograms of Colombian
cocaine found in Miami bound for St. Petersburg for onward shipment to Great Britain. This proved to be a
significant confidence-‐‑ building measure for U.S.-‐‑Russian law enforcement, and strengthened and deepened
cooperation resulting in a greater number of joint investigations and more open sharing of counternarcotics
intelligence.

The Road Ahead. Russia gives an increasingly high priority to counternarcotics efforts and has indicated a
desire to deepen and strengthen its cooperation with the United States and other bilateral and multilateral
international antinarcotics efforts. We will encourage Russia to develop a comprehensive, long-‐‑term national
strategy against drugs, which should include measures of effectiveness and be embedded in a national budget.
With our Russian counterparts, we will work to develop multidisciplinary sustainable law enforcement
assistance projects that combine equipment, technical assistance, and expert advisors in a concerted effort to



develop and strengthen the investigative, enforcement and interdiction capabilities of law enforcement units
responsible for drug control in Russia.

Slovak Republic

I. Summary

Slovakia remains a transshipment point for heroin to Western Europe along the "Balkan Route" which runs
through the Middle East and Turkey to Germany, France and other western European countries. In 2000, the
Government of the Slovak Republic (GOSR) funded the fight against narcotics at slightly higher levels than in
1999. Domestic drug use appears to have risen again in 2000. The GOSR is party to the 1988 UN Drug
Convention.

II. Status of Country

One of the main concerns of the GOSR is the continuing use of Slovakia as a transshipment point for
smuggling illicit drugs. The GOSR continues to concentrate on East-‐‑West smuggling from Ukraine and Russia.
Enforcement officials say that Russian organized crime groups have become more active in heroin trafficking
this year. Slovak authorities are also placing increased emphasis on the "Balkan Route" and the suspected
Albanian criminal organizations that use this route. Slovak officials believe Kosovar Albanian groups are their
greatest heroin trafficking threat, and estimate that these organizations control 90 percent of the Slovak
heroin market. Albanian traffickers cooperate with criminal organizations in neighboring countries to move
heroin to market.

The influence of organized crime on drug sales and use continued to increase in 2000. Slovak police think
organized crime has more resources and is masterminding increasingly complex operations. The Slovak police
have cracked some organized crime cases, but they admit that they are still unsure of the complete extent of
the problem. The GOSR has modestly increased funding to law enforcement, charged with the responsibility for
combating illegal narcotics. Slovakia does not have laws that specifically control precursor chemicals involved
in the production of illegal narcotics. Authorities do not believe that diversion of these chemicals is a problem
in Slovakia.

III. Country Actions Against Drugs

Policy Initiatives. Fighting organized crime and corruption is among the government's top priorities. While the
concept of cooperating with other nations in the fight against narcotics trafficking has not been completely
absorbed by all branches of the government, the GOSR has cooperated more closely on certain specific cases
of international trafficking. Of particular note is the improving cooperation between the Slovak customs
directorate, neighboring states and the United States.

Accomplishments. The current government, elected in 1998, has, to a large extent, completed a
reorganization of the police and National Drug Service. The Slovak Customs Service is seeking to share more
authority with the police in investigating cases of narcotics trafficking.

Law Enforcement Efforts. The number of attempts to smuggle illegal narcotics in 2000 appears to have
increased compared with 1999. The majority of those persons apprehended were not Slovak citizens. The
border service reports that most seizures at the borders were for marijuana trafficking.

Corruption. The current government is trying to reduce corruption through legal reform and increased
education. While observers believe that some progress has been made, most believe corruption is still a
serious problem, particularly at the lower levels in the law enforcement community. This corruption affects
enforcement of applicable antinarcotics laws. Transparency International continues to advise the Slovak
Government on how to draft and implement an effective anticorruption program for government employees.

Agreements and Treaties. The Slovak Republic is a party to the 1988 UN Drug Convention. The bilateral
extradition treaty between Czechoslovakia and the United States has continued in force in the Slovak Republic
and has, in effect, been updated to encompass drug-‐‑related offenses by virtue of the GOSR's ratification of the
UN Narcotics Conventions.

Cultivation/Production. Indications are that small amounts of marijuana continues to be grown in all regions
of the country, but that it is for domestic consumption only. It does not appear that cocaine, heroin or
synthetic drugs are being produced within Slovakia.

Drug Flow/Transit. The shared border with Hungary and Ukraine was the site of the greatest number of
attempts to enter Slovakia with illegal substances. The greatest number of attempts to smuggle substances out
of Slovakia was noted at the Czech and Austrian borders.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. Slovakia enforcement officials have participated in several Department of Justice



courses. These classes were designed to increase the resistance to corruptive influences at the working level,
and to improve counternarcotics and anti-‐‑organized crime skills.

Road Ahead. Through bilateral cooperation, the U.S. continues to encourage the GOSR to maintain its tough
stance on drug interdiction and to expand its enforcement and prevention capabilities through modernizing
responsible agencies.

Slovenia

I. Summary

Slovenia is not a major producer or a major transit country for illicit narcotics. However, its location in
southeastern Europe has the potential to make it an important transit country in the area. Militating against
this, however, is a higher standard of living and more professional police and customs organization than in
neighboring southeastern European states. As a successor state to the Socialist Federal Republic of Yugoslavia
(SFRY), Slovenia is a party to the 1988 UN Drug Convention.

II. Status of Country

Slovenian counternarcotics authorities believe that Slovenia's location between the Balkans and Central Europe
makes Slovenia a "problematic transit area" for heroin being smuggled into Western Europe, by Albanian,
Turkish and Italian organized crime groups. They also cite the northern Adriatic Port of Koper as a transit route
for South American cocaine and North African cannabis into the Schengen zone of Western European countries.
While drug abuse is still not a major problem in Slovenia, interdiction and seizure records indicate that the
problem of illegal drugs in Slovenia is on the rise. Heroin abuse is a growing problem in Slovenia, and while
quantities of cocaine seized are still small, indications are that the market for it is also growing.

III. Country Actions Against Drugs in 2000

Policy Initiatives/Accomplishments. The GOS has continued to make counternarcotics a priority of its law
enforcement entities. In 2000, the GOS took steps to interdict illicit drugs at its borders by cooperating with
U.S. officials, including Department of State, Department of Defense, DEA, FBI and Customs, to develop better
interdiction, and with EU member states bilaterally and multilaterally to improve interdiction coordination. The
Slovenian government signed the SECI Trans-‐‑border Organized Crime Center agreement in 2000, and will
participate in the SECI center in Bucharest starting in 2001. Slovenia also participates in the European Union's
PHARE Multi-‐‑Beneficiary Drug Program.

Law Enforcement Efforts. Law enforcement efforts led to an increase in drug seizures in 2000. Law
enforcement agencies seized 26,804 ecstasy pills in 2000, compared to 1,749 pills in 1999 and 4,496 pills in
1998. In addition, law enforcement agencies seized 3,431 kilograms of cannabis and 394.8 kilograms of
heroin in 2000, compared to 313.8 kilograms of cannabis and 32.2 kilograms of heroin in 1999.

Agreements/Treaties. Slovenia is a party to the 1988 UN Drug Convention and other recent UN narcotics
conventions. The 1902 extradition treaty between the United States and Yugoslavia remains in force between
the U.S. and Slovenia. Slovenia signed the UN Convention Against Transnational Organized Crime in December,
2000.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. The U.S. has provided bilateral training for Slovenian customs and border patrol
personnel in interdiction of contraband goods, including narcotics, and other narcotics and law enforcement
development courses.

The Road Ahead. In 2000, the U.S. will continue to provide counternarcotics and other law enforcement
training in Slovenia.

Spain

I. Summary

Spain is an important transit country to Europe for cocaine smuggled from South America and hashish from
Morocco and Algeria. Spain remains active in counter narcotics efforts globally, and has pledged $100 million
in financial support for Plan Colombia. Terrorism and drug trafficking remain Spain's highest law enforcement
concerns. Spain is a party to the 1988 UN Drug Convention.

II. Status of Country

No opium or coca is grown in Spain, and marijuana production is minimal. However, wide coastlines and
dozens of busy year round ports on the Atlantic and Mediterranean make smuggling of cocaine from Colombia
and hashish from Morocco and Algeria a profitable business. Spanish law enforcement agencies seize
increasing amounts of cocaine each year. Trends indicate that Spain is a chief, and possibly the chief, gateway



for cocaine shipments into Europe.

Illicit refining and manufacturing of drugs in Spain is minimal. However, small-‐‑scale laboratories which convert
cocaine base to cocaine hydrochloride are discovered and confiscated each year. Spain has a pharmaceutical
industry that produces precursor chemicals. There is control of precursor shipments within Spain from the
point of origin to destination, administered under the National Plan Against Drugs (PNSD). The majority of
heroin that arrives in Spain is transported via the Balkan route from Turkey. Body carriers from West Africa
account for most of the remainder of heroin smuggled into Spain.

III. Country Actions Against Drugs in 2000

Policy Initiatives. The Spanish parliament approved a new national drug strategy for 2000-‐‑2008 in December
1999. The new strategy authorizes the government to monitor modern methods of communication used by
traffickers, to tap phone lines without notification, and to sell seized assets in advance of a conviction. It gives
legal cover to police informers, creates a registry of vehicles (including ships) capable of being used in drug
trafficking, and reinforces border controls. The strategy also establishes a new system to assist the social
integration of drug addicts.

On the international front, the strategy targets money laundering and illicit commerce in chemical precursors.
It also calls for closer counter narcotics cooperation with France, Italy, Portugal, the UK, Germany, and Andorra,
and the establishment of permanent channels for collaboration with the Andean countries, Central America,
and the Caribbean. Spain is a leading supporter of Plan Colombia. Spain hosted a major donors conference in
support of Plan Colombia in Madrid in July and pledged $100 million.

The National Central Drug Unit (OCNE) coordinates counter narcotics operations among various government
agencies, including the security forces and Customs Service, and appears to function well. There is no evidence
of corruption of senior officials or their involvement in drug trafficking.

Accomplishments. Spanish police continued to seize large amounts of cocaine and hashish in 2000.
According to Spanish authorities, half of all cocaine seized in Europe is seized in Spain. Notable events during
the year included the Spanish police's seizure of 1,800 kilograms of cocaine paste and powder from a
clandestine cocaine laboratory in Malaga. Spanish Customs seized 12,000 kilograms of hashish aboard a ship
off the coast of Asturias. The Spanish National Police seized 120,000 tablets of Dutch-‐‑origin MDMA (ecstasy)
at Barajas airport in Madrid. (Four smugglers had taped the MDMA to their bodies and were seeking to depart
Spain for the U.S.) The Guardia Civil (GC) seized 700 kilograms of cocaine from a ship docked in Barcelona. The
GC seized several hashish shipments each in the 4,000 kilograms range during the year, mostly on the
southern coast. In short, Spanish interdiction efforts were aggressive.

Law Enforcement Efforts. Domestic measures to counter illicit drug trafficking and internal operational
cooperation fall under the authority (as of January 14, 1997) of the National Central Drug Unit (OCNE). OCNE is
comprised of three agencies: the Spanish National Police (SNP) and the Civil Guard (GC), which are part of the
Interior Ministry), and the Customs service which is part of Ministry of Economy.

Spain's National Drug Plan Office (PNSD) is the equivalent of the U.S. Office of National Drug Control Policy. It is
attached to the Interior Ministry and provides political and strategic direction. The establishment of regional
police units in designated zones of high intensity organized crime activity has resulted in greater numbers of
cocaine seizures.

Cultivation and Production. Coca leaf is not cultivated in Spain. Opium poppy is cultivated for research
purposes under strictly regulated conditions. Insignificant amounts of cannabis are also cultivated. While
refining and manufacturing of drugs is minimal, small-‐‑scale laboratories convert cocaine base to cocaine
hydrochloride. Ecstasy is manufactured in small quantities.

Drug Flow/Transit. Close historic and linguistic ties with Latin America attract Colombian cocaine traffickers,
who exploit Spain's position as a bridge to the rest of Europe. Spain's proximity to Morocco and its ample
coast result in large hashish shipments.

Demand Reduction. Spain reinforced and extended an antidrug media campaign in 2000. The Office of Spain's
National Antinarcotics Coordinator (PNSD) emphasizes a drug prevention message. PNSD has developed
mechanisms for dispensing methadone and exchanging needles. PNSD has also developed programs to
provide alternative penalties for addicts, making it possible for them to complete their sentences in accredited
detoxification and rehabilitation centers. Methadone distribution programs have been extended to all
penitentiaries.

Agreements and Treaties. Spain is a party to the 1988 UN Drug Convention. All articles of the convention are
applied in Spain. Spain ratified the 1990 Strasbourg convention on August 6, 1998. It entered into force on
December 1, 1998. In December 2000, Spain signed the UN Convention Against Transnational Organized
Crime and its protocols. Extradition between the U.S. and Spain is governed by a 1970 extradition treaty, which



has three additional supplements. A mutual legal assistance treaty has been in force between the U.S. and
Spain since 1993. The U.S. has signed a Customs Mutual Assistance Agreement (CMAA) with Spain.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. U.S. goals and objectives in Spain include maintaining and increasing the existing
excellent levels of bilateral and multilateral cooperation in law enforcement and demand reduction efforts. We
seek to promote continued contacts between officials of both countries involved in all facets of counter
narcotics work and related fields. Latin America continues to be an area of opportunity for counter narcotics
cooperation.

Multilateral Cooperation. Spain is an important contributor to the UNDCP and is a member of the UNDCP
major donors group. Spain is also a member of the Dublin Group and is the chair for Central America and
Mexico. Spain is also actively engaged in providing training and promoting institution-‐‑building programs
aimed at increasing the effectiveness of the judicial and law enforcement sectors in other nations, particularly
in South and Central America. The Spanish government has signed criminal legal assistance agreements with
the United States, Australia, Chile, Canada, Argentina, Mexico, the Dominican Republic, Uruguay, and Morocco.

The Road Ahead. The U.S. will continue to coordinate closely with Spanish counter narcotics officials. Spain
will continue to be a key player in the international fight against drug trafficking and money laundering.

Sweden

I. Summary

Sweden is not a significant illicit drug producing, trafficking or transit country. Swedish drug policy envisions
zero tolerance and, longer-‐‑term, a drug-‐‑free society. The Chair of the National Narcotics Commission
announced in December 2000, the need for a special Minister for Drug Issues in Sweden, similar to the U.S.
drug czar, to coordinate the efforts of the various departments and agencies. According to law enforcement
sources, more drugs are now being seized, and drugs are available in more places in Sweden. For
amphetamines, the Swedish drug of choice, purity levels have gone up, and prices have decreased in the last
few years, probably due to greater availability.

Swedish authorities remain concerned about the entire drug scene, but in particular continuing brown heroin
abuse in immigrant communities, often with Balkan and Middle East connections. Attitudes are slowly changing
among the young in Sweden toward a greater willingness to experiment with drugs. Some young people use
rohypnol or ecstasy. Drugs from Eastern Europe and the New Independent States (NIS) are a growing problem
for Swedish law enforcement. In 2000, Sweden continued its co-‐‑operation in international fora, including the
UN, the Dublin Group, the Pompidou Group, the EU and cooperated with the Baltic nations to combat drug
trafficking and money laundering. Sweden is a party to the 1988 UN Drug Convention.

II. Status of Country

Relative to other European countries, Sweden—both the government and the public—is intolerant to drugs.
However, increased travel and study abroad, combined with wider Internet availability, have led to increased
exposure to drugs and the liberal attitudes toward drugs of other nations. Cannabis and amphetamines are
still the most frequently seized and abused drugs. Police report that indoor cultivation of cannabis remains
small scale. Brown heroin (smoked) seems to have increased among immigrant youth. Some young people use
ecstasy. The media is giving a lot of attention to the newest drug among youth, GHB (Gamma-‐‑Hydroxy-‐‑
Butyrate), which the government classified as a narcotic drug in 2000. Seizures indicate that some Swedes are
using a substance in the fungus psilocybe semilanceata.

III. Country Actions Against Drugs in 2000

Policy Initiatives. The GOS aims to reduce the number of new drug abusers, motivate more drug abusers to
end the habit, and diminish the supply of narcotic drugs. Swedish customs and police officials continue to train
Baltic authorities in drug trafficking, intelligence work, investigation methods and drug recognition among
abusers. They are assisting the Baltic nations, Poland and the St. Petersburg and Kaliningrad areas in various
projects, including forensic science (analysis of fingerprints), illegal migration, narcotics, witness protection,
and organized crime. The program also gives training through the Nordic-‐‑Baltic Police Academy.

Since 1999, the Swedish police have been instituting a three-‐‑year project in South Africa to improve policing
there and to support the South African police service to work toward decreased crime rates, as well as better
relations between the police and the community, thus creating an improved level of safety.

In May 1996, the Heads of Governments of the Baltic Sea States established a Task Force on Organized Crime
in the Baltic Sea region to combat the increasing levels of organized crime, including, inter alia, drug
trafficking and money laundering. Sweden is the chair of the Task Force and the Task Force's Secretariat is
housed at the Ministry of Justice in Stockholm. In 2000, there was one expert meeting on narcotics to plan



activities. In addition, there have been two meetings on the Amphetamine Project in the eastern Baltic Sea
region (profiling of amphetamines in a forensic lab in Warsaw). A seminar on money laundering was held in
December 2000 in Finland. The Task Force's mandate has been prolonged to 2004.

Sweden participates in a number of international fora, including the UN Commission on Narcotic Drugs, the UN
Drug Control Program (UNDCP), the Dublin Group, and the Pompidou Group. Sweden chaired the regional
Dublin Group in Africa 1998-‐‑99 and contributed about U.S. $250,000 to the UNDCP "Drug Nexus Study" in
Africa in 1998. During 1999 and 2000, Sweden continued actively to promote improvement of multilateral
antidrug activities in UNDCP. According to the Ministry for Foreign Affairs, Sweden gave about U.S. $3.5 million
in FY 2000 in contributions to the UNDCP. The 1999 contribution was approximately U.S. $3.5 million and the
2001 pledge was U.S. $3.8 million.

Accomplishments. The Swedish International Development Authority (SIDA) received about U.S. $1 million in
2000 for multilateral and bilateral UN Normative Instruments Projects against drugs and tobacco primarily in
Africa, and to a lesser extent in Asia. The 2001 projection is for about U.S. $1.2 million. In FY 2000, Sweden's
contribution to the UN World Health Organization's substance abuse program was about U.S. $200,000 and the
2001 projection is the same.

The National Narcotics Commission, appointed in 1998, continued its work in 2000, writing broad-‐‑based
evaluation reports on the drug policy, and proposing ways to strengthen it. The Commission is continuing its
work into 2000, with no signal yet that it views its mission as completed. In 1999, Parliament passed new
legislation making it punishable to drive under the influence of narcotics or certain medical drugs. To combat
the proliferation of synthetic drugs, the criterion "strongly habit-‐‑forming" in earlier law text was replaced by
"dependence-‐‑creating qualities or Euphoria-‐‑creating effects" by a Parliament decision in 1999. This will be an
easier-‐‑to-‐‑establish criterion, which the government hopes will speed up investigations. After a decision in the
EU Council regarding a joint action on 4-‐‑MTA, the substance has been transferred to the Swedish Narcotic Act.

Agreements and Treaties. Sweden is a party to the 1988 UN Drug Convention and is meeting the
Convention's goals and objectives. Sweden also is a party to the 1961 Single Convention, as amended by the
1972 Protocol, and to the 1971 Convention on Psychotropic Substances. Sweden signed the UN Convention
Against Transnational Organized Crime and its protocols in December 2000.

Sweden has bilateral customs agreements with the United States, Germany, the United Kingdom, The
Netherlands, France, Finland, Denmark, Norway, Iceland, Spain, Poland, Russia, Estonia, Lithuania, Hungary,
Latvia, the Czech Republic, and Slovakia. Sweden has, through the EU, agreements with several other nations
regarding mutual assistance in customs matters. Sweden cooperates with the United States in extradition
matters under a 1963 convention and a 1984 supplement.

Sweden was a driving force in elaborating the EU action plan on drugs. In late 2000, Sweden submitted a
formal proposal to the EU Council for two council decisions against synthetic drugs in Europe, one regarding
the establishment of a system of special forensic profiling of synthetic drugs, and one concerning a
transmission system of drug samples within the EU. Discussions on these proposals should occur in early
2000. The National Narcotics Commission proposed that Sweden, as the Spring 2001 EU President, should
prioritize issues concerning illegal European production of narcotics, preventive measures, and drug problems
in the candidate nations. Sweden continues to work in many different ways within the EU to combat drug
abuse.

Law Enforcement. Swedish law enforcement authorities are effective, but decreased financial and staff
resources jeopardize the efficient tackling of narcotics crimes. In 2000, there were 13,949 drug seizures by
police and customs (compared to 16,078 seizures-‐‑end of year statistics) in 1999. The drug most often seized
was cannabis, with 4,909 seizures totaling more than one ton for the first 11 months of 2000 (compared to
5,073 seizures for all of 1999, totaling also more than one ton). The second most commonly seized drug was
amphetamine, with 4,264 seizures totaling 91 kilograms over January through November 2000 (compared to
5,073 seizures totaling 124 kilograms in 1999). In the first 11 months of 2000, Swedish police and customs
also made 1,127 heroin seizures weighing a total of 30.8 kilograms (compared to 64 kilograms in 1,244
seizures in 1999), and 39 kilograms of cocaine in 336 seizures (413.8 kilograms in 254 seizures in 1999). Also
in the first 11 months of 2000, there were 373 seizures of ecstasy, totaling 48,788 tablets (compared to 160
seizures yielding 73,250 tablets in 1999).

In April 2000, there was a major seizure (13 kg) of cocaine in Gothenburg Harbor aboard a banana boat from
Costa Rica. In June, two cruisers came to Stockholm with a combined stock of over 12 kilograms of cocaine. In
December, Stockholm customs found 40,000 tablets of rohypnol from Lithuania. There is also still some illegal
diversion of legally prescribed rohypnol. Despite the increase, year after year, in this abuse, the Swedish
Medical Products Agency has not yet changed rohypnol's classification to Schedule 2.

In 2000, Swedish police and customs drug liaison officers were located in Paris, Brussels, St. Petersburg,
Bangkok, Athens, Copenhagen, The Hague, London, Warsaw, Tallinn, Riga, Berlin, Budapest, Moscow, and



Amman. Sweden has both a customs and a police officer in Europol in The Hague; there are two Swedish
policemen at Interpol in Lyon.

Corruption. Corruption is very rare and, when discovered, punished consistently. Anticorruption laws
effectively deter public officials from engaging in the illicit production or distribution of drugs, and
involvement with money laundering.

Cultivation/Production. No illicit drugs are known to be cultivated or produced in significant amounts in
Sweden, but there seems to be a trend toward a small but steady cultivation of cannabis in private homes,
using seeds bought via the Internet.

Drug Flow/Transit. In 2000, Sweden remained a destination for synthetic drugs entering through The
Netherlands, Germany, and Denmark. Police report an increase in seizures of amphetamines from Estonia,
Lithuania, and Poland. Drugs enter the country concealed in commercial goods, overland, by mail, by air, and
by ferry, as well as by truck over the new bridge linking Denmark to Sweden. The Netherlands remains the
source of approximately half of all amphetamines seized, but a substantial amount originated in Poland, the
Czech Republic, and the Baltics. Pakistani brown heroin reportedly is smuggled in by ethnic Albanians from
Kosovo, and Macedonia (FYROM), through the Czech Republic or Slovakia, via Germany and Denmark, by ferry
to Sweden. Cocaine still is most often smuggled into Sweden by passengers flying in from South America, via
EU airports, mainly London, Frankfurt, and Paris. There are also criminal groups from Eastern Europe involved.
In 2000, law enforcement officials in Sweden did not discover any drugs intended for the United States.

Demand Reduction. The Swedish National Institute of Public Health coordinates educational initiatives
regarding the dangers of drug abuse that is compulsory in Swedish schools. Various private organizations also
are active in drug abuse prevention and public information programs. Under Swedish law, individuals who
abuse drugs can be sentenced to drug treatment.

"European Cities Against Drugs" (ECAD), an alliance of major cities that espouses zero tolerance policies and
no liberalization, is a growing Europe-‐‑wide movement founded in Sweden in 1994. The alliance maintains its
Secretariat in Stockholm. In September 1999, ECAD opened its first Regional office in St. Petersburg. The
organization cooperates with various antidrug organizations in the U.S., including National Families in Action
and Drug Watch International, and is expanding its network to Latin America, Asia, and Australia. At present,
236 cities and municipalities in more than 31 European nations are members of ECAD.

IV. U.S. Policy Initiatives and Programs

U.S. Policy Initiatives. The U.S. has sought to be engaged with the Swedes and the Baltic Sea Task Force on
Organized Crime and maintains a liaison with the Task Force through its DOJ representative in Brussels.

Bilateral Cooperation. Swedish cooperation with U.S. law enforcement authorities continues to be excellent.
Under the rubric of the Swedish EU presidency, the U.S. is exploring cooperation against synthetic drugs and
training initiatives in the Baltics.

The Road Ahead. The U.S. looks forward to further strengthening its already good counternarcotics
cooperation with Sweden, particularly in the Nordic-‐‑Baltic context and former Soviet Union region. The U.S. will
pursue enhanced cooperation with the Task Force and, through the Swedes, with the EU.

Switzerland

I. Summary

Switzerland is both a transit and destination country for illicit narcotics, especially heroin. The population
strongly supports the government's four-‐‑pillar counternarcotics policy highlighting prevention, treatment,
harm reduction and law enforcement. Switzerland indicated its commitment to fighting drug trafficking and
related money laundering when it agreed to address international economic crime in cooperation with the U.S.
in the U.S.-‐‑Switzerland Joint Economic Commission Declaration signed in Davos in January.

The heroin prescription program is widely accepted as a form of treatment for hard core addicts. The Swiss
government is preparing legislation to provide a permanent legal basis for the program. The proposed revision
of the narcotics law would also legalize the consumption and possession of cannabis. At the same time, the
Federal Department of Health is devising new drug prevention campaigns and bolstering youth antiaddiction
programs. Although the Swiss government has delayed ratification of the 1988 UN Drug Convention until the
revised narcotics legislation has passed, it adheres to the Convention in practice.

II. Status of Country

Drug use is widespread among Switzerland's 7.1 million inhabitants. An estimated 500,000 to 600,000 people
consume cannabis, the most frequently used drug in Switzerland, more or less regularly. Roughly 30,000
people are addicted to heroin and/or cocaine. While the use of heroin has stabilized and even shown a slight
decrease in recent years, the use of cocaine, cannabis and synthetic drugs, especially ecstasy, is increasing.



Police are concerned about the continuing trend by casual users to mix cannabis and other (usually synthetic)
amphetamines according to availability or whim. Health Department reports indicate that "cocktail"
consumption (mixture of cocaine and heroin injected together) has also increased. Switzerland is not a
significant producer of hard drugs. European neighbors have noted Switzerland's cultivation and export of soft
drugs. Domestic cannabis cultivation satisfies local demand and a significant amount is exported, primarily to
neighboring countries. Narcotics prices are relatively low, thanks to abundant supplies, often of a high grade
of purity. According to statistics of Swiss law enforcement authorities, foreigners play a primary role in
distribution. While West Africans dominate cocaine trafficking, Kosovar Albanians control the Swiss heroin
market.

III. Country Actions Against Drugs in 2000

Policy Initiatives. Switzerland continued its fight against illicit narcotics with a four pillar program, first
established as an intensified government antinarcotics effort in 1991. The program hinges on prevention,
treatment, harm reduction and law enforcement. In the last two years, the Federal Council opened discussions
on draft legislation to revise the 1951 Narcotics Law. The Federal Health Department conducted consultations
with cantons, NGOs and other interest groups. Under consideration were Federal Council proposals striving to
eliminate loopholes and inconsistencies in the existing law, tighten regulations prohibiting the sale of alcohol
and tobacco to youths under 16, and establish a permanent legislative basis for the heroin prescription
program. The consultation report revealed broad support for the four pillar policy, for the heroin prescription
program, and for increasing the federal government's leading role in national drug policy.

The consultation process also indicated growing support for the Federal Council proposal to revise the status
of cannabis under the Narcotics Law. Widespread consumption and legal ambiguities surrounding cannabis led
the Federal Council to suggest a cautious course leading to cannabis legalization. At the same time, it called
for increased prevention and youth protection measures. Although the consumption of all other narcotics is to
remain prohibited, a proposed "opportunity principle" in the draft legislation would grant authorities the power
to refrain from prosecuting consumers of narcotics other than cannabis in certain clearly defined situations.
The Federal Council will not finalize its proposed legislative changes concerning cannabis legislation until
questions relating to the cultivation, manufacture and sale of cannabis and cannabis products are studied
further. The Department of the Interior will address concerns about how best to prevent the export of cannabis
products and so-‐‑called "drug tourism." The Health Agency of the Department of the Interior has been
instructed by the Federal Council to draft the legislation for narcotics law revisions and draw up an
accompanying interpretative report analyzing the implications and possible international ramifications of such
revisions. These reports, along with the final draft legislation, are expected to be presented to parliament in
spring 2001, but a vote on the legislation probably will not occur until 2003.

Accomplishments. Through therapy and treatment programs, Switzerland has improved the physical and
mental well being of many addicts and reduced incidents of drug-‐‑related crime. The total number of cocaine
and heroin addicts in Switzerland has stabilized at roughly 30,000 in the last years. Swiss officials credit
needle exchange programs with reducing drug-‐‑related AIDS and hepatitis infections. Drug-‐‑related mortality
declined from 209 deaths in 1998 to 181 in 1999. Of these, 103 persons were over 27 years old. The average
age of newcomers into the heroin treatment program is 31.9 years.

A new law, which was introduced as the "Efficiency Bill" and passed by parliament in December 1999, aims to
make the prosecution of organized crime, money laundering, corruption and other white-‐‑collar crime more
effective by increasing personnel and financing of the criminal police section of the Federal Police Office. The
new law confers on the Federal Police and Attorney General's office the authority to take over cases that have
international dimensions, involve several cantons, or which deal with money laundering, organized crime,
corruption and white-‐‑collar crime. The law comes into effect January 1, 2002.

Law Enforcement Efforts. The number of apprehensions under the narcotics law dropped slightly to 44,307
(from 45,726 in 1998). Approximately 80 percent of those offenses were for consumption. While cannabis
seizures were cut almost in half, undoubtedly due to a shift of resources and emphasis toward combating
harder drugs, slightly more cocaine and LSD was seized in 1999. In the course of the ongoing investigative
police action known as "sippe" (translated as gang or clan), 98 drug dealers and couriers were arrested in 30
operations between 1996 and 1999. Drugs, weapons and over 1.2 million Swiss Francs in cash were seized.
The most significant prosecution involved two Kosovar brothers, deputy heads of a Kosovo-‐‑Albanian drug
ring, who were arrested on suspicion of money laundering and dealing up to 100 kilograms of heroin. In
March, a Zurich court sentenced the brothers to 10.5 and 8.5 years imprisonment respectively.

Approximately 200 hemp shops operate throughout Switzerland. They sell a variety of cannabis products,
including tea, oil, foods and beverages, cosmetics, textiles and so-‐‑called "sachets." Ostensibly sold to freshen-‐‑
up closets and drawers, the sachets contain a quality of marijuana suitable for smoking. Following a series of
police raids on hemp shops, a federal court ruled in March 2000 that selling hemp products with a THC level
above 0.3 percent, at high prices, was a violation of the narcotics law regardless of how the shop had labeled



the hemp.

Corruption. Incidents in which low-‐‑level public officials are allegedly involved in corruption related to
narcotics trafficking are virtually unknown.

Agreements and Treaties. Switzerland and the U.S. cooperate in law enforcement matters through bilateral
extradition and mutual legal assistance treaties. Switzerland has been re-‐‑elected to the UN Commission on
Narcotic Drugs (CND). It supports and is a major donor to the UNDCP, and works closely with the International
Narcotics Control Board (INCB), the World Health Organization (WHO), and the Council of Europe's cooperative
Group to Combat Drug Abuse and Illicit Drug Trafficking (Pompidou Group). Switzerland fully adheres to the
1988 UN Drug Convention in practice and has adopted legal instruments to implement its provisions. Formal
ratification, however, is delayed until revisions to the narcotics law are completed. Revisions allowing for a
more liberal policy on personal drug consumption and granting cantonal courts more discretion in sentencing
may require the federal government to ratify the convention with two reservations. Ratification will likely take
place in 2003. In 2000, Switzerland signed the UN Convention Against Transnational Organized Crime.

In 1996, Switzerland became party to the 1971 UN Convention on Psychotropic Substances. The government
intends to conform national law to the Chemical Action Task Force (CATF) recommendations and new European
Union regulations.

Cultivation and Production. Police estimate that over 200 tons of hemp will be harvested in Switzerland this
year. Easily satisfying domestic demand, Swiss hemp is also exported, primarily to neighboring countries. The
existing Swiss narcotics law permits the cultivation of hemp if the harvest is not destined for narcotics use.
Government subsidies are available to farmers growing hemp with THC levels below 0.3 percent. Production
appears to be increasing, but exact figures are not available. Indeed, last year police estimated production at
300 tons; the quasi-‐‑illicit nature of the crop makes estimating its production an uncertain science at best.
Much of the increased production is likely illegal. Police have also expressed concern over the increase in
domestic production of ecstasy and other synthetic drugs.

Drug Flow/Transit. Switzerland is both a transit country for drugs destined for other European countries and
a destination for narcotics deliveries, especially heroin and cocaine.

Domestic Programs/Demand Reduction. Switzerland focuses heavily on prevention and early intervention to
prevent casual users from developing a drug addiction. Youth programs encouraging abstinence and
promoting a healthy lifestyle cost the Government of Switzerland U.S. $22-‐‑25 million annually. A new nation-‐‑
wide program aimed at high-‐‑risk youths was announced in November 1999. With over 100 public and private
institutions providing drug counseling therapy, and an annual budget of U.S. $160-‐‑$190 million, Switzerland
has the capacity to provide therapy to two-‐‑thirds of its approximately 30,000 cocaine and heroin addicts.

In September the Federal Health Department published a new comprehensive assessment of the heroin
prescription program. In 1999 a total of 148 kilograms of heroin were used by treatment centers. Eighty-‐‑four
percent of this (or 124 kilograms) was for injection and the rest was in tablet form. Two hundred and thirty
kilograms were imported (the stored amount is generally larger than actually required to prevent program
disruption through delivery or harvest fluctuations). In 1999, 1,065 addicts were in the heroin prescription
program. The Department of Health reviewed all patients who had been in treatment for at least two years and
found that their physical and mental well being, social conduct and consumption habits had improved
significantly. Of the 180 people who left the program in 1999, 60 percent (or 107) of these switched to
methadone treatment or to abstinence-‐‑oriented treatment. Sixteen heroin treatment centers operated in
Switzerland at the end of 1999 and the government has approved the establishment of five additional centers.

The Health Department plans to continue evaluating the program, researching special addict groups and
increasing international consultation and dialogue. An international workshop on heroin-‐‑assisted treatment is
to take place in Switzerland in early 2001.

Measures are aimed at limiting harm and seeking to protect the health of addicts during the addiction period
as much as possible. Because of the high risk of HIV and hepatitis infection among intravenous drug users, the
federal government supports various harm reduction measures. These include needle exchange programs,
injection rooms, housing and employment programs (because the risk is inversely proportional to the level of
social integration). Compared to the late 1980's, the incidence of new HIV infections among addicts has
decreased significantly.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. U.S. officials continue to receive excellent cooperation from their Swiss counterparts in
justice and law enforcement efforts to combat narcotics trafficking and money laundering. Over the past few
years, Swiss cooperation with embassy agencies have resulted in prosecutors freezing over $300 million in
illicit drug-‐‑related assets in Swiss banks.



Organized within the framework of the bilateral Joint Economic Commission, Swiss and American government
and private sector officials met in December for two days of anti-‐‑money laundering/economic crime
consultations in Bern, Switzerland. The event reflected the growing cooperation between the U.S. and
Switzerland in law enforcement/anti-‐‑money laundering cooperation.

The Road Ahead. The USG will continue to build on its strong bilateral cooperation in the fight against
narcotics trafficking and money laundering. It will monitor Switzerland's revisions of its narcotics law and urge
Swiss authorities to ratify the 1988 UN Drug Convention without reservations. The U.S. will seek further
expert-‐‑level meetings between U.S. and Swiss finance and law enforcement officials in the framework of the
U.S.-‐‑Swiss Joint Economic Commission in order to deepen cooperation. The U.S. will continue to express
concern that Switzerland's heroin treatment program is not in the long-‐‑term interest of Swiss society.

Tajikistan

I. Summary

Tajikistan is not a major producer of narcotics but is a major transit country for heroin and opium from
Afghanistan through Central Asia and on to Russian and European markets. The volume of drugs following this
route via multiple methods of transportation is significant and growing. Although there were notable gains in
the total volume of drugs seized, the government continued to demonstrate little overall ability to combat drug
trafficking and other narcotics-‐‑related problems in a coordinated manner. Drug abuse of heroin, opium and
cannabis is a serious and growing problem. Tajikistan's medical infrastructure is highly inadequate and cannot
address the population's growing need for addiction treatment and rehabilitation. The government remained
committed during the year to implementing a counternarcotics strategy and cooperative programs with the UN
Office for Drug Control and Crime Prevention (UNODCCP). It also participated in the UN Six Plus Two
counternarcotics initiative, signing the Regional Action Plan, which it helped to draft. Tajikistan is a party to
the 1988 UN Drug Convention.

II. Status of Country

Geography and economics have made Tajikistan an attractive transit route for illegal narcotics. Its border with
opium-‐‑producing Afghanistan, which is dominated by mountainous terrain, is thinly guarded, difficult to
patrol, and easily crossed without inspection at a number of points. The disruption of normal economic activity
during the 1992-‐‑1997 civil war gave rise to a warlord class whose leaders continue to jostle for control of the
lucrative narcotics trade. With average monthly income in the country remaining at less than $10, the
temptation to become involved in narcotics-‐‑related transactions remains high for many segments of the
society. In-‐‑country cultivation is minimal, and the government is unaware of any processing or precursor
chemical production facilities. The amount of narcotics cultivation of cannabis and opium poppies within
Tajikistan is relatively small, and the government claims to have reduced it through rigorous law enforcement
efforts.

III. Country Actions Against Drugs in 2000

Policy Initiatives. The Presidential Office's Drug Control Agency (DCA), created in 1999 with UNODCCP
support, began to engage in and implement a number of programs with the UNODCCP designed to strengthen
Tajikistan's drug control capacity. The programs are part of a "Security Belt" strategy to stem drug trafficking
from Afghanistan. The DCA aims to centralize government counternarcotics efforts and support drug
treatment and rehabilitation efforts. While political pressures, or worse, can be used against authorities to
deter them from focusing on major traffickers and their organizations, the government appears to be giving
counternarcotics law enforcement a higher priority than in the past. Resources, however, remain limited.

Accomplishments. Despite a slow start due to a lack of resources and infighting with other government
security organs, the DCA became fully operational in April and was officially inaugurated in October 2000. It
recruited and trained a capable staff well regarded by the UNODCCP.

Law Enforcement Efforts. During the first nine months of 2000, Tajikistan officials reportedly seized 4.2 tons
of illegal narcotics, including 1,218 kilograms of heroin and 2,954 kilograms of opium—a notable increase
over the previous year's totals of 709 kilograms of heroin and 1,269 kilograms of opium. Russian Border Guard
personnel were responsible for more than half the seizures by volume. Although national and Russian border
forces are Tajikistan's first and main line of defense against illegal narcotics trafficking, they remain unequal to
the task. Given low pay and incentives for corruption, they are often, in fact, part of the problem.

Corruption. Influential figures from both sides of the civil war, many who now hold government positions, are
widely believed to have a hand in the drug trade. While it is impossible to determine how pervasive drug
corruption is within government circles, it is a fact that salaries for even top officials are low and often seem
inadequate to support the lifestyles many officials maintain. Even when arrests are made, the resulting cases
are not always brought to a satisfactory conclusion. As a matter of policy, however, Tajikistan does not
encourage or facilitate illicit production or distribution of narcotic or psychotropic drugs or other controlled



substances, or the laundering of proceeds from illegal drug transactions. While accusations of drug-‐‑related
corruption are routinely made by political figures against their enemies, there is no direct evidence of senior
officials of the government engaging in, encouraging, or facilitating illicit production or distribution of such
drugs or substances, or the laundering of proceeds from illegal drug transactions.

Agreements and Treaties. Tajikistan is a party to the 1988 UN Drug Convention and other UN narcotics-‐‑
related agreements as well. It signed the Central Asian Counternarcotics Protocol with the UNODCCP and
neighboring Central Asian countries. Tajikistan is a party to the World Customs Organization's International
Convention on Mutual Administrative Assistance for Prevention, Investigation, and Repression of Customs
Offenses (the Nairobi Convention), Annex X on Narcotics Cases. Tajikistan signed the UN Convention Against
Transnational Organized Crime in December 2000.

Cultivation/Production. Opium poppies and, to a lesser extent, cannabis, are cultivated in limited amounts,
most in the northern Aini and Pendjikent districts. Cultivation has been limited by law enforcement efforts as
well as the fact that it is cheaper and safer to cultivate opium poppies in neighboring Afghanistan.

Drug Flow/Transit. An estimated 80 percent of the narcotics produced in Afghanistan are smuggled across
the border into Tajikistan's Shurobod, Moskovski, and Panj districts, according to government figures. While
the government may be overestimating the percentage of Afghanistan's drug production that transits
Tajikistan, the total volume of drugs is certainly high. One UN estimate put the amount of heroin from
Afghanistan going through the country at roughly between 30 to 50 tons a year. Hashish from Afghanistan
also transits Tajikistan en route to Russian and European markets.

Domestic Programs/Demand Reduction. The new DCA began to implement some experimental initiatives
aimed at increasing drug awareness, primarily among school children. The number of young addicts continues
to grow.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. The USG is committed to providing counternarcotics and law enforcement training to
Tajikistan. In spite of the security restrictions that prohibit USG training personnel in Tajikistan, law
enforcement training was provided in venues outside the country.

The Road Ahead. The UNODCCP will remain the principal agency supporting counternarcotics efforts in
Tajikistan. The U.S. will continue to provide law enforcement training, encourage similar support from Western
European countries, and promote regional cooperation as essential to improve counternarcotics performance
for all countries in the region.

Turkey

I. Summary

Turkey continues to be a major transit route for Southwest Asian opiates moving to Europe. Turkish law
enforcement organizations continue to focus efforts on stemming this transit and on disrupting illicit
laboratories within Turkey, which process smuggled opiate raw materials into heroin. There is neither
appreciable cultivation of illicit narcotics in Turkey nor any indication of any diversion from Turkey's licit opium
production program. The U.S. discontinued its annual assistance program to Turkey in 2000 when Turkey did
not accept human rights language in the bilateral letter of agreement. Turkey is a party to the 1988 UN Drug
Convention.

II. Status of Country

Turkey remains a major transshipment point for heroin passing from Southwest Asia, primarily through Iran, to
European markets. Although there is no reliable data on heroin and other illicit opiates transiting Turkey, DEA
estimates that the flow to Europe remains at between four and six tons of heroin each month. The continued
discoveries of processing labs and seizures of illicit precursor chemicals, such as acetic anhydride, indicate
that refining heroin in Turkey remains a problem. Turkey is one of the world's two traditional licit opium poppy
growing countries, as recognized by the USG and the International Narcotics Control Board (INCB). The
Government of Turkey (GOT) maintains strict controls on its licit poppy program, which provides opiates for
the international pharmaceutical market.

III. Country Actions Against Drugs in 2000

Policy Initiatives. The GOT and its law enforcement and antinarcotics forces have long attached top priority to
disrupting narcotics trafficking and continued to do so in 2000.

Accomplishments. In 2000, the GOT staged a major campaign against corruption. The Interior Minister, in
conjunction with the Turkish National Police and Customs, conducted widespread operations against fictitious
exports and government corruption, particularly in Turkey's eastern and southeastern provinces. The GOT
hosted a UNODCCP conference on acetic anhydride as part of its increased efforts to crack down on



illegitimate importers of precursor chemicals. In cooperation with the UNODCCP, Turkey opened a training
academy to provide instruction to counternarcotics officers from Turkey and regional countries.

Law Enforcement Efforts. During 2000, Turkish law enforcement agencies, including the Turkish National
Police, the Jandarma (rural police), Customs and the Coast Guard, seized over 5.9 tons of heroin, 25.6 tons of
hashish and thousands of pills. There were 6,131 drug-‐‑related arrests (a 20 percent increase from 1999) and a
significant increase in seizures of precursor chemicals, including acetic anhydride. Much of the increase in
seizures, particularly of hashish, came from operations in eastern Turkey, particularly around Lake Van. The
Jandarma, with responsibility for patrolling Turkey's vast rural areas, also made several significant seizures this
year. Turkish officials continue to maintain a close relationship with USG and European counternarcotics
counterparts, as well as with the UNODCCP. GOT counternarcotics forces increased the sophistication of their
operations, including their ability to conduct controlled deliveries domestically and internationally.

Corruption. While corruption remains prevalent in Turkey, it is rarely associated with narcotics. The Interior
Minister's campaigns against corruption, particularly in the government, have received widespread public
support.

Agreements and Treaties. The GOT has long-‐‑standing bilateral treaties covering extradition and mutual legal
assistance in criminal matters with the USG. It is a party to the 1988 UN Drug Convention. It has signed various
bilateral and multilateral agreements with countries in the region for cooperation in counternarcotics and other
law enforcement efforts. Turkey signed the UN Convention Against Transnational Organized Crime and its
protocols in December 2000.

Cultivation/Production. The Turkish Grain Board (TMO) strictly controls licit opium poppy cultivation, with no
apparent diversion into illicit channels. Illicit cultivation of narcotic plants, primarily marijuana, is minor and
has no impact on the U.S.

Drug Flow/Transit. Heroin and morphine base are smuggled through Turkey's eastern border to European
markets. Morphine base is refined in illicit labs, most often in Turkey's rural southeast or near Istanbul. Heroin
is most commonly transferred to Europe hidden in containers on TIR (trans-‐‑international route) trucks, which
are only subject to customs investigations in source and final destination countries. Historically, there has
been little evidence that significant amounts of heroin from Turkey enter the U.S., either directly or through
another transit state. Nevertheless, Turkey remains a country of concern to the USG.

Domestic Programs/Demand Reduction. The incidence of substance abuse in Turkey remains low, although
surveys indicate that the abuse rate among school children continues to grow and is beginning at an earlier
age. Turkey's oldest drug prevention and substance abuse clinic, the Istanbul AMATEM, has broadened its
outreach to local schools and doctors in an effort to better educate children about the dangers of drugs. The
Ministry of Health has been working on preparing a national plan to combat drug abuse for several years. The
GOT established a national council with representatives of all concerned ministries, the Istanbul AMATEM and
university faculties, which meets monthly to discuss strategies and coordinate efforts. While Turkish society is
increasingly aware of the need to combat drug addiction, and the government is committed to address the
problem, the government agencies charged with primary responsibility for drug awareness and treatment
remain chronically underfunded and must compete for increasingly scarce GOT funds.

IV. U.S. Policy Initiatives and Programs

Policy Initiatives. U.S. policy remains to assist Turkey to strengthen its law enforcement capability to combat
narcotics trafficking. The USG has provided Turkish law enforcement entities with training and equipment
through an annual program of assistance. Under this program, the USG has also helped the GOT improve its
licit poppy production program to prevent its diversion into illicit channels. In 2000, the GOT did not sign the
bilateral agreement on assistance because of USG language on human rights. As a result, once previous year
assistance funds are used, no further funding for training and equipment will be provided.

Bilateral Cooperation. USG and GOT law enforcement entities have steadily increased cooperation on
counternarcotics efforts. Turkish counternarcotics forces have also become increasingly professional, in part
based on training and equipment they received from the USG.

Road Ahead. Law enforcement cooperation will continue between the USG and GOT entities to stem the flow of
narcotics. As Turkey prepares to join the European Union, it will need to significantly improve its narcotics
interdiction capability. For the next several years, tight budgets will limit the ability of Turkish counternarcotics
forces to obtain the equipment they need to pursue their primary focus of interdicting and disrupting narcotics
flows across Turkey.

Turkmenistan

I. Summary

Turkmenistan is not a significant producer or source country for illegal drugs or precursor chemicals. However,



largely due to its rugged and remote 1,180-‐‑kilometer border with Afghanistan and an 800-‐‑kilometer frontier
with Iran, Turkmenistan remains a crucial transit route for drug trafficking to Turkish, Russian and European
markets and precursor chemicals to Afghanistan. Counternarcotics efforts in Turkmenistan are carried out by
the Committee for National Security (KNB), the Border Guards, and the State Customs Committee. The
Government of Turkmenistan is committed to supporting a vigorous counternarcotics effort but its law
enforcement agencies are hampered by a widespread lack of equipment, resources and training. Although
statistics are difficult to obtain, government officials and non-‐‑government organizations believe that domestic
drug abuse, more often of opium and marijuana, is steadily increasing. Turkmenistan participates in the UN Six
Plus Two narcotics initiative, although it did not sign the Regional Action Plan it helped to draft. Turkmenistan
is a party to the 1988 UN Drug Convention.

II. Status of Country

Turkmenistan's use as a 2-‐‑way transit country for drugs and precursor chemicals is aided by heavy commercial
truck traffic with Iran, Caspian Sea ferry boat traffic from Turkmenistan to Azerbaijan and Russia, and
international flights connecting Ashgabat with nine international airports around the world. The bulk of
Turkmen law enforcement resources and manpower are directed at stopping the flow of drugs from
Afghanistan, exposing Turkmenistan's considerable border with Uzbekistan to increased use by narcotics
smugglers.

III. Country Actions Against Drugs in 2000

Policy Initiatives. Earlier this year the Turkmen parliament approved new legislation allowing police to legally
search a residence only after presenting evidence of the presence of weapons, explosives or more than five
kilograms of narcotics to a city, county or regional government-‐‑appointed commission, which then decides
whether to issue a search warrant. The Turkmen criminal code allows for the death penalty in certain
trafficking cases; however, a 1999 presidential moratorium on capital punishment remains in force.

Accomplishments. A national drug intelligence information center sponsored by the UN Office of Drug Control
and Crime Prevention (UNODCCP) should be completed and operational beginning in 2001. It connects a
central server in the Ministry of Internal Affairs with computer systems in the State Drug Control Commission,
the Committee for National Security, the Border Guards, the General Prosecutor, and the Ministry of Health to
facilitate collection, analysis and exchange of drug-‐‑related intelligence and enhance the effectiveness of
Turkmen counternarcotics efforts. At the October 2000 UNODCCP/OSCE international conference on drugs,
organized crime and terrorism, the Government of Turkmenistan formally approved its participation in the
UNODCCP-‐‑sponsored precursor control project for Central Asia and signed the conference draft agreement on
priority areas of cooperation.

Law Enforcement Efforts. The Government of Turkmenistan continues to give high priority to
counternarcotics law enforcement. Despite a lack of modern equipment and sufficient transport, Turkmen
border forces are remarkably effective in detecting and interdicting illegal crossings by armed smugglers.
According to government reports, in the first six months of 2000 Turkmen law enforcement agencies detained
181 border violators and seized 1,111 kilograms of narcotics. In addition, Turkmen border forces intercepted
17 smuggling groups and were involved in 7 armed clashes in which 9 smugglers were killed. On March 29,
2000, Turkmen border forces on the Iranian frontier clashed with ten armed smugglers in which seven
smugglers were killed and 701 kilograms of opium seized.

Corruption. Statistics or information concerning police corruption in Turkmenistan are difficult to obtain.
However, low salaries combined with broad general powers, fosters an environment in which corruption could
readily occur.

Agreements and Treaties. In 1996, Turkmenistan became a party to the 1998 UN Drug Convention, the 1961
UN Single Convention and its 1972 protocol, and the 1971 UN Convention on Psychotropic Substances. It has
signed agreements on counternarcotics cooperation with its Central Asian neighbors.

Cultivation and Production. Turkmenistan is not a significant producer of illegal drugs, although small-‐‑scale
opium and cannabis cultivation is thought to occur in remote mountain and desert areas. Each spring, the
government conducts limited aerial inspections of outlying areas in search of illegal cultivations, which are
eradicated immediately.

Drug Flow/Transit. Turkmenistan remains a primary corridor for transit of morphine base and heroin to
Turkey and opium and heroin to markets in Russia and Europe, and for the shipment of precursor chemicals,
mainly acidic anhydride, to heroin laboratories in Afghanistan. According to government officials, the quantity
of drugs and precursor chemicals intercepted this year along the Afghan border, as well as the total number of
drug seizures, has significantly decreased compared to recent years, because of the concentration of
Turkmenistan's law enforcement efforts along this border. However, the nearly 1,800-‐‑kilometer Uzbek frontier
remains thinly staffed by Border Guard forces in comparison to its boundaries with Afghanistan and Iran.



Domestic Programs/Demand Reduction. The Turkmen Ministry of Health estimates that approximately 6 to 7
percent of the population use illegal drugs, though unofficial estimates put the user population at 8 to 9
percent. The Ministry of Health operates six drug treatment clinics located in the capital Ashgabat and each of
its five provinces. Addicts may receive treatment at these clinics without revealing their identity and all clinic
visits are kept strictly confidential. In September 2000, the government permitted the implementation of a
UNODCCP/UN AIDS project for the prevention of drug abuse, aids and sexually transmitted disease among
Turkmen youth. The project calls for a drug abuse assessment of five to six Turkmen cities over a one or two
month period.

IV. U.S. Policies and Initiatives

Bilateral Cooperation. The USG seeks to assist Turkmenistan in updating its law enforcement institutions and
body of law to more effectively counter the illegal drug trade. Turkmen officials participated in USG-‐‑sponsored
training programs in 2000, including courses for narcotics interdiction for border forces, regional and in-‐‑
country drug enforcement seminars, and law enforcement seminars at the International Law Enforcement
Academy in Budapest, Hungary.

The Road Ahead. The USG will continue to cooperate with Turkmenistan in its fight against the illegal drug
trade. Through international and non-‐‑government organizations and programs, such as UNODCCP and the
American Bar Association, the USG plans to assist Turkmenistan enhance its judicial and legal institutions to
combat narcotics smuggling organizations and crime associated with illegal drugs. The USG will encourage
long-‐‑term demand reduction efforts and foster supply reduction through interdiction training, law
enforcement institution building and the promotion of regional cooperation.

Ukraine

I. Summary

Trafficking in and use of narcotics continue to increase in Ukraine in 2000. The government of Ukraine
continued to take concrete steps to limit illegal cultivation of poppy and hemp. The transit of narcotics
through Ukraine remains problematic. Ukraine is a party to the 1988 UN Dug Convention, and follows the
provisions of the convention in enacting antinarcotics legislation. Combating narcotics trafficking continues to
be a national priority for law enforcement bodies, though insufficient funding seriously hinders Ukrainian
efforts. Coordination between law enforcement agencies responsible for antinarcotics work has improved but
still remains a problem for regulatory reasons.

II. Status of Country

Although Ukraine is not a major drug producing/transit country, Ukrainian officials state that trafficking of
narcotics through Ukraine is increasing due to its geopolitical location. The domestic use of narcotics is also
rising and the number of drug addicts has been reported to be increasing. Ukraine is becoming a significant
transit corridor for narcotics originating in central and Southeast Asia. Numerous ports on the Black and Azov
Seas and porous borders, poorly financed and under-‐‑equipped border and customs controls make Ukraine
attractive to drug trafficking activities.

According to preliminary statistics for the first 11 months of 2000, approximately 41,657 criminal cases
involving narcotics were prosecuted, a minor increase over last year's figures. About 20,107 people have been
confined during the first 11 months of 2000 for drug-‐‑related offenses. Approximately 30,535 persons were
administratively fined for minor drug-‐‑related violations, a one-‐‑third increase over last year's figures.
Unemployed persons under the age of 30 committed most crimes connected with drugs.

The number of officially registered drug addicts in Ukraine now exceeds 100,000, an increase of
approximately 15,000 over last year's figures. The number of unregistered abusers is estimated to be three to
four times that number. Marijuana is getting more popular with young people. Nevertheless, opium straw
extract remains the main drug of choice for addicts. The younger generation uses synthetic drugs more
frequently. Hard drugs such as cocaine and heroin are still too expensive for Ukrainian drug users, but law
enforcement officials indicate a rise in heroin use due to the reduced price for this drug. Ukrainian efforts to
combat narcotics are seriously hampered by the lack of resources (e.g. Financing, personnel, equipment)
available to combat narcotics.

III. Country Actions Against Drugs in 2000

Policy Initiatives. During the last five years the Ukrainian parliament has passed a package of drug control
laws. The laws are well drafted and constitute a solid legal basis for combating narcotics effectively. These
laws are in line with the 1988 UN Drug Convention. Ukrainian law enforcement officials praise the drug control
legislation for being an effective tool in drug enforcement.

Under this legislation, the counternarcotics enforcement responsibility is given to the Ministry of Interior
(MVD), the State Security Service (SBU), the state customs service and the border guards. In 1993, the Drug



Enforcement Department (DED), an independent department within the MVD, was created. The DED reports
directly to the MVD and is staffed presently by 1,725 personnel. Despite understaffing, the DED has achieved
positive results in combating drug trafficking.

The national antinarcotics coordinating council, established in 1994 in the cabinet of ministers to coordinate
the efforts of government and public organizations to combat drugs, is currently drafting a 2001-‐‑2005
antidrug program. Although many of the steps under the previous antidrug plans (1994-‐‑1997, 1998-‐‑2000)
were restrained by lack of funds, the MVD is giving top priority to antidrug actions and is providing overall
support to the extent available.

Drug trafficking groups are increasingly using Ukrainian seaports to transport drugs to the west. Therefore, in
1997, the government tasked the state security service to interdict the shipment of drugs by sea. The
authorities have also increased counternarcotics measures to interdict drugs at Ukrainian airports.

Accomplishments. As stated above, Ukraine's efforts to implement its antidrug plans have been hampered by
the severe lack of funding for law enforcement and social agencies. Nevertheless, the Ministry of Health and
the Ministries of Education and Culture are working with the MVD to intensify national antidrug educational
programs.

According to Ukrainian government statistics, Ukrainian law enforcement agencies were successful in seizing
approximately 29 tons of narcotic drugs during the first eleven months of 2000. This included in-‐‑ country
seizures of 12 kilograms of heroin, 6.5 tons of marijuana, 110 kilograms of opiates, 10 kilograms of hashish,
22 tons of opium poppy straw, 26 doses of ecstasy and 4,707 doses of LSD. The MVD was successful in
uncovering 1,572 drug-‐‑dens as well as 78 laboratories, some of which were producing synthetic drugs. The
government conducted a large-‐‑scale operation named "poppy" to destroy poppy and hemp fields. In 2000,
government authorities destroyed 195,000 square meters of opium poppy fields, 34,000 square meters of
marijuana and 15,000 square meters of wild cannabis. Local consumption absorbs most of what is grown. Law
enforcement bodies succeeded in breaking up 2,341 criminal groups involved in drugs activities, with most
consisting of just a few people.

Ukrainian drug enforcement units remain understaffed and under funded. Approximately 1,725 officers have
been assigned to drug units throughout Ukraine. Cooperation between law enforcement agencies combating
narcotics (mainly MVD, SBU, customs and border guards) is improving; though it is still severely hampered by
conflicts over investigative jurisdiction.

Corruption. Ukrainian politicians, private citizens, and international experts, point out that corruption remains
a major problem hampering the investment climate and economic reforms. Corruption in Ukraine has an
impact on the effectiveness of efforts to combat organized crime, which is involved in the narcotics business.
The Ukrainian government has adopted a set of laws and decrees to combat corruption. The president signed
the latest anticorruption decree in November.

Agreements and Treaties. Ukraine is a party to the 1988 UN Drug Convention. It is also a party to the
agreement of the police forces of the members of the Commonwealth of Independent States, which provides
for coordination of operational drug control activities, and bilateral antinarcotics agreements were signed with
the security services of Belarus and Russia. Intergovernmental agreements providing for joint enforcement
efforts against illicit drug trafficking have been signed with the Czech Republic, Austria, Hungary, Poland,
Bulgaria, Romania, Slovakia, and the United Kingdom. The Ukrainian parliament ratified the U.S.-‐‑Ukraine
Mutual Legal Assistance Treaty in criminal matters in September. Ukraine signed the UN Convention Against
Transnational Organized Crime in December, 2000.

Cultivation and Production. Opium poppy is primarily grown in western, southwestern and northern Ukraine,
while hemp cultivation is concentrated in the eastern and southern parts of the country. Small quantities of
poppy and hemp are grown legally by licensed farms, which are closely controlled and guarded. The cabinet of
ministers has approved such cultivation for the food industry in late 1997. In 2000 special licenses were issued
to 26 farms to grow poppy on 3,147 hectares and to 53 farms to cultivate hemp on 2,559 hectares.

Drug Flow/Transit. Ukraine continues to experience an increase in drug trafficking from central and
Southeast Asia, Russia, Romania and Poland. In 2000, 41 channels of international drug trafficking were
closed. Shipments are usually destined for the west, and arrive primarily by road, rail or sea. While some are
produced locally, synthetic drugs are basically imported from Romania, Hungary, Poland, Germany and other
European countries.

The importance of Ukraine to drug traffickers as a transit corridor to western and central Europe continues to
increase. This is evidenced by the seizures in 2000 of drugs transiting Ukraine: 3.6 kilograms of heroin
(originating from Pakistan), 550 kilograms of opium straw (destined for Belarus), and 2.5 ton of marijuana. The
DED reports a reduction of cocaine seizures (total 77 grams), as a result the closure of the drug channel from
Ecuador.



Demand Reduction. Ukrainian officials are trying to reduce drug demand through preventive actions at
schools since most Ukrainian drug abusers are under the age of 30. Drug information centers have been
opened in the cities with the highest levels of drug abuse. A number of rehabilitation programs have been
conducted throughout the country by NGOs with the assistance of international institutions.

IV: U.S. Policy Initiatives and Programs

Bilateral Cooperation. U.S. mission priorities and objectives for law enforcement-‐‑related assistance are to
assist Ukrainian law enforcement authorities to develop more effective programs on border control, money
laundering, protection of intellectual property rights, and trafficking of women and children. In support of
these objectives, U.S. assistance programs have included training on drug interdiction, combating organized
crime and corruption, combating money laundering and financial crimes, antitrafficking efforts, forensic
science and related areas. The U.S. has also provided assistance in the development of new draft laws on
money laundering, a criminal code, a criminal procedure code and a law on the judiciary.

Road Ahead. Compared to international standards, Ukraine does not yet have a serious drug problem.
However, trafficking of narcotic drugs from Asia and South America to European destinations through Ukraine
is increasing as the drug traffickers look for new ways to circumvent western European customs and border
controls. Demand reduction and treatment of drug abusers are problems requiring close attention. Law
enforcement agencies need continued assistance in modern techniques to fight drug trafficking. Ukrainian
authorities have expressed interest in more U.S. training and assistance to combat narcotics trafficking.

United Kingdom

I. Summary

The United Kingdom (UK) is a consumer country of illicit drugs. In the course of legitimate business it produces
and exports precursor and essential chemicals that could be used to manufacture illicit drugs. The UK strictly
enforces national precursor chemical legislation in compliance with European Union (EU) regulations.
Implementation of stricter legislation appears to have reduced the vulnerability of British financial institutions
throughout the Crown dependencies and overseas territories to money laundering, but offshore banking
facilities in the Channel Islands, Isle of Man, and Caribbean Overseas Territories (COTS) remain attractive to
drug funds. Crime syndicates from around the world tap into the underground narcotics market, and use the
UK as a major shipping route. Like other developed nations, the UK faces a serious domestic drug problem.
The UK is in the third year of a ten-‐‑year drug strategy, monitored by the UK Antidrug Coordinator (UKADC),
Keith Hellawell. The U.S. and the UK held their first drug summit in October 1999. The UK is party to the 1988
UN Drug Convention.

II. Status of Country

British drug policy addresses both supply and demand reduction, while the Government's antidrug strategy
addresses international, national, regional, and local plans and initiatives. Marijuana remains the most-‐‑used
illicit drug in the UK. With an estimated 200,000 problem opiate users, however, a major concern is heroin and
other more harmful drugs (notably powder and crack cocaine). Cocaine use seems to have been on the
increase over the last four years, especially among young people. The region around Edinburgh and Glasgow,
Scotland is particularly hard hit by heroin problems, but virtually all parts of the UK, including many rural
areas, confront the problem of drug addition to at least some degree. The death toll from heroin and morphine
rose from 445 in 1997 to 632 in 1998 in England and Wales. Similarly, in Scotland the figure rose from 73 in
1997 to 163 in 1999. Deaths from heroin misuse in Northern Ireland probably amount to no more than one or
two per year. British authorities are also concerned about the use of powder cocaine, amphetamines and
ecstasy (MDMA), particularly among young people in London and other large cities' popular club scenes. Some
British narcotics experts believe that ecstasy use, after having leveled off in the past two years, is on the rise
again.

The number of people dealt with by the Criminal Justice System for possession of crack or powder cocaine has
roughly doubled, from 2,012 in 1997 to 4,143 in 1998. In the 1999/2000 British fiscal year, Customs seized
Class A (Schedule One) drugs valued at $1.9 (1.2BPS) billion. Seizures of some other drugs (e.g., cannabis),
however, have gone down, reflecting shifts in priorities in the government's antidrug strategy and in targeting
by enforcement agencies. However, increased arrests and seizures have failed to make a serious dent in the
drug trade: the value of drugs confiscated amounts to only a fraction of the estimated revenue and overall
profits from drug dealing.

The National Criminal Intelligence Service (NCIS) reports that Britain faces its worst-‐‑ever threat from national
and international organized crime. Drugs are linked to about 80 percent of all organized gangland crime in
London, and about 60 percent of UK crime overall.

III. Country Actions Against Drugs



Policy Initiatives. The British Government has developed a ten-‐‑year strategy, first outlined in an April 1998
White Paper, that emphasizes the importance of all sectors of society working together to combat drugs. Drug
problems do not occur in isolation, but are often linked to other social problems. Trends in drug abuse reflect
wider UK Government reforms in the welfare state, education, employment, health, immigration, criminal
justice, and the economy.

The strategy focuses on four elements: young people, to help them resist drug misuse and to permit them to
reach their full potential in society; communities, to protect them from drug-‐‑related, antisocial and criminal
behavior; treatment, to enable people with drug problems to recover and live healthy, crime-‐‑free lives; and
drug availability, to limit access to narcotics on the streets. Key performance targets have now been set in each
of these four elements.

The UK plays a leading role within the EU in combating drugs. Under the 1998 UK presidency, work was begun
on a new EU drug strategy for 2000-‐‑2004; the Cardiff European Council (June 1998) endorsed its essential
elements. In a speech to the Scottish Parliament in March 2000, Prime Minister Tony Blair spoke of his concern
about the serious drug problems that EU member states share with applicant countries. He called for EU action
against drugs to be given a much higher priority and made a number of proposals for member states to
increase exchange of information, develop common key indicators for measuring their progress in tackling
drug-‐‑related problems, make early progress in developing common sanctions for drug traffickers, and provide
more practical help to the EU candidate countries in dealing with their drug problems.

These and other proposals were subsequently included within the EU Action Plan on Drugs 2000-‐‑2004,
developed under the Portuguese Presidency and approved by the European Council at Feira in June 2000. The
UK has acted swiftly to increase its help to EU applicant countries, particularly those on the heroin smuggling
route through the Balkans. New assistance projects include an 18-‐‑month, cooperative antidrug program with
Bulgaria.

At the G-‐‑8 Summit in Okinawa in July 2000, the UK proposed that there should be meetings at the expert level
designed to step up global cooperation on drugs. The first ad hoc meeting of experts took place in Miyazaki,
Japan in December 2000. Chaired jointly by Japan and the UK, it addressed the issues of synthetic drugs and
chemical precursors. The second meeting, a seminar on the economics of drug markets, is to be held in
London in March 2001.

The head of the Drugs and International Crime Department (DICD) at the Foreign and Commonwealth Office
(FCO), Michael Ryder, is the UK Special Representative for international drug issues.

The UK works closely with the UNDCP and was its third-‐‑largest bilateral donor in 1999-‐‑2000. The British play
a leading role in a number of international drug-‐‑control fora, including the Council of Europe's Pompidou
group, the Dublin group, EUROPOL's drug unit and other EU forums, and the Financial Action Task Force
(FATF). The UK chairs the South Asian region of the Dublin group and is an active counternarcotics advocate in
the many mini-‐‑Dublin groups throughout the world. During the UK's 1999-‐‑2000 fiscal year, the UK disbursed
approximately $9.2 (BPS 6) million in aid and assistance focusing on the primary Southwest Asian and Balkan
heroin routes and on the Latin American and Caribbean cocaine routes.

In July 2000, the UK Government's Spending Review targeted expenditures on the root causes of drug misuse
that will rise significantly to approximately $1.5 (1 BPS) billion by 2003-‐‑2004. By then, expenditure on
treatment services will be approximately $617.5 (401 BPS) million, a 70 percent increase over current figures.
A range of drug-‐‑prevention activities, targeting young people, has already been taken. In particular, a program
to develop new drug-‐‑prevention services for young people at risk of drug misuse will be an integral
component of the first 121 of the government's new Health Action Zones (a broader health-‐‑policy initiative).

Legislation was passed in 2000 under the Criminal Justice and Court Services Act, which gives police the power
to test criminal suspects for drug use when an offense may be linked to hard-‐‑drug misuse. Courts will be
required to weigh a positive test-‐‑result when deciding bail, and testing will be extended to offenders serving
community sentences and those on parole. These proposals will be pilot tested before wide scale introduction.

New Scotland Yard appointed in January 1999 its first antidrug coordinator for the London metropolitan police,
who will work closely with the UKADC on coordinated drug programs for the capital. In Scotland, the
government is cracking down on drugs in prisons. Inmates in open prisons caught using drugs are sent
immediately to a high-‐‑security prison.

Accomplishments. The Drug Treatment and Testing Order is a community-‐‑based sentence, authorizing local
courts to require offenders to undergo treatment and submit to mandatory and random drug testing. The
Order began as a pilot program in September 1998 in three areas of England. It was rolled out nationally in
England and Wales on October 1, 2000 after the pilot program demonstrated that the combination of
treatment and random testing (to monitor progress) significantly reduced illegal drug use and criminal activity
of offenders subject to the Order. Accelerated by a centrally funded, three-‐‑year endowment of approximately
$30.8 (BPS 20) million in 1999, arrest referral schemes for all local police-‐‑custody facilities in England and



Wales have achieved almost 90 percent coverage and are well ahead of the 2002 target for full coverage.

In January 1999, the Home Secretary announced a new initiative to reduce smuggling of drugs into prisons,
and the government launched a prison service drug treatment program. Counseling, Assessment, Referral,
Advice and Throughcare services (CARATs) were available in every prison in England and Wales by the end of
2000.

The Drugs Prevention Advisory Service, launched in April 1999, is now supporting local drug action teams
(DATS) in delivering all four aims of the drug strategy. In May 1999, the UKADC published the UK's first
comprehensive antidrug plan, which set tough, binding targets to be monitored by appropriate government
departments. Key targets include reductions in the number of young people using heroin and cocaine;
availability of heroin and cocaine among young people; and recidivism by drug-‐‑misusing offenders (all by 25
percent by 2005, and 50 percent by 2008). Another key target is to increase the number of people accessing
treatment services (by 66 percent by 2005, and 100 percent by 2008).

According to the UKADC Annual Report for 1999/2000, published on November 7, 2000, most targets are
being met on schedule. These include: establishing the Drugs Prevention Advisory Service (DPAS);
implementing a drug-‐‑education policy in 93 percent of secondary schools and 75 percent of primary schools;
and targeting prevention work for young people at risk through Health Action Zones.

Results of the National Treatment Outcome Research Study (NTORS) indicated that, two years after treatment,
former users' drug consumption and related offenses are significantly reduced, supporting the strategy's aim
of getting offenders into treatment. The survey of arrestees, using the "New-‐‑Adam" urine analysis, to monitor
recent and long-‐‑term drug use and availability produced a second report, which showed that 69 percent of
arrestees in five locations tested positively for at least one drug. In future years, reports covering up to 16 sites
will provide more extensive data.

Law Enforcement Efforts. Law enforcement in the UK comprises a multi-‐‑agency effort. HM Customs and
Excise, the National Crime Squad and regular police forces—supported by the National Criminal Intelligence
Service and the security and intelligence agencies—work effectively to reduce the supply of drugs which enter
and are distributed within the UK. In Scotland, the Scottish Drug Enforcement Agency (similar to the U.S. DEA)
was established in 2000.

Corruption. Narcotics-‐‑related corruption of public officials is not considered a problem in the UK. When
identified, corrupt officials are vigorously prosecuted.

Asset Forfeiture. UK forfeiture law applies to proceeds of all indictable offenses. The USG enjoys good
cooperation from the UK. The UK honors U.S. freeze requests and was one of the first countries to enforce U.S.
civil forfeiture judgments. In October 1999, Prime Minister Blair asked the Cabinet Office Performance and
Innovation Unit (PIU) to assess the government's efforts at confiscating criminal proceeds. In June 2000, the
PIU published its detailed report criticizing the effectiveness of the UK's efforts both in pursuing and collecting
on confiscation orders and finding that existing powers are under used. The PIU has, among other things,
proposed the creation of a National Confiscation Agency dedicated to recovering criminal assets, the adoption
of civil forfeiture laws, and the promotion of greater international cooperation. More information can be found
on the Internet at www.cabinet-‐‑office.gov.uk/innovation.

Agreements and Treaties. The U.S.-‐‑UK Mutual Legal Assistance Treaty (MLAT) took effect in December 1996.
The UK is a party to the 1988 UN Drug Convention and complies fully with its provisions. It was the first
country to ratify the Council of Europe's directive on money laundering, as well as the first EU member to ratify
the agreement establishing EUROPOL. The U.S.-‐‑UK Extradition Treaty was updated most recently in 1985. The
UK is party to the WCO International Convention on Mutual Administrative Assistance for Prevention,
Investigation and Repression of Customs Offenses ("Nairobi Convention") Annex X on assistance in narcotics
cases. The U.S.-‐‑UK Customs Mutual Assistance Agreement (CMAA) dates from 1989. In December 2000, the
U.K. signed the UN Convention Against Transnational Organized Crime and its protocols.

Cultivation/Production. Marijuana is cultivated in limited quantities for personal use, and occasionally sold
commercially for illegal use. Most illicit amphetamines and ecstasy are imported from continental Europe, but
some are manufactured in the UK in limited amounts. Authorities destroy crops and clandestine facilities as
detected.

Drug Flow/Transit. Steady supplies of heroin and cocaine enter the UK. Heroin comes primarily (95 percent)
from Southwest Asia, chiefly Afghanistan, but also Pakistan. Most of these drugs go through Iran, Turkey
(where much of it is processed), and Eastern/Central Europe. The past year, however, has seen the rise of
ethnic-‐‑Pakistani gangs in the UK to rival traditional ethnic-‐‑Turkish dominance of heroin distribution inside
Great Britain—reputedly a $1.5 (1 BPS) billion market. The UK has a much larger and more geographically
dispersed ethnic-‐‑Pakistani population than an ethnic-‐‑Turkish community. Facilitated by direct airline
connections between Pakistan and Manchester, ethnic-‐‑Pakistani drug rings are using heroin "mules" to profit
from their strategy of "little-‐‑but-‐‑often." In contrast, Turkish and ethnic-‐‑Turkish-‐‑Cypriot drug runners have



tended to rely on larger shipments by truck. UK authorities, however, are stepping up efforts to counter cross-‐‑
channeling smuggling (including tobacco and illegal immigrants, as well as drugs) with increasing success.

The UNDCP believes that drug traffickers increasingly use some of the Central Asian Republics of the former
USSR as alternative smuggling routes to the UK. British authorities have not been able to verify this.

Hashish comes primarily from Morocco. Large cocaine shipments arrive directly from South America or via
mainland continental Europe. The street price of cocaine is much higher than in the U.S., making the UK an
attractive market. A synthetic drug supply originates out of Western and Central Europe; amphetamines,
ecstasy, and LSD have been traced back to sources in the Netherlands, Poland, as well as the UK.

The UK helps fund a UN antidrug program as well as offering bilateral assistance for drug interdiction efforts in
Iran, a key country on the heroin transit route. The UN project covers training and equipment primarily to
strengthen counternarcotics work at the borders with Afghanistan and Pakistan. British assistance includes
direct training (by HM Customs and Excise) and equipment to strengthen Iran's exit border with Turkey, which
addresses gaps in UNDCP coverage.

Domestic Programs. The UK Government's demand reduction efforts focus on school and other community-‐‑
based programs to educate young people and to prevent them from ever starting on drugs. New guidelines
were enacted in November 1998 to help teachers and youth-‐‑workers warn young people about the dangers of
drugs. As noted above, the Drug Prevention Advisory Service (DPAS) was established in 1999 to provide school
and community teams to give specialist prevention advice to all locally based drug action teams. The Standing
Conference on Drug Abuse has also published guidance for teachers on managing drug problems in school.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. Since 1989, the U.S. and UK governments have conducted periodic consultations at the
senior level to coordinate and harmonize policies, plans and programs on all counternarcotics fronts. Law
enforcement cooperation between the two countries is excellent and growing. The first U.S.-‐‑UK drug summit,
held in London in October 1999, revealed near unanimity on U.S.-‐‑UK drug issues, ranging from drugs in
prisons to doping in sports, and demonstrated that domestic and foreign drug-‐‑policy issues have merged.

Moreover, as noted in the section on UK Caribbean Overseas Territories, practical bilateral cooperation—
including joint naval operations, and deployment of USCG Law Enforcement Detachments on RN warships—is
ongoing and productive in the Caribbean region. Joint efforts in the money-‐‑laundering arena have also been
effective but could be enhanced. Cooperation from the Channel Islands and Isle of Man has improved
significantly in the past few years.

The Road Ahead. The U.S. looks forward to continued close cooperation with the UK on all counternarcotics
fronts.

Uzbekistan

I. Summary

Uzbekistan is not a major producer of narcotics or precursor chemicals, but is a major transit country for
Afghan heroin, opium and hashish going to Russia and Western Europe. The Government of Uzbekistan has
demonstrated commitment to stemming this flow, but resource constraints and lack of trained personnel and
centralized coordination hamper drug control efforts. Drug abuse and addiction is increasing, although
adequate official statistics are not available. Uzbekistan is a party to the 1988 UN Drug Convention and the
government considers the fight against drugs to be a high priority.

II. Status of Country

The explosive growth in heroin and opium production in Afghanistan has increased the volume of narcotics
crossing Uzbekistan, mostly from Tajikistan. Precursor chemicals have in the past traveled the same routes in
reverse to laboratories in Afghanistan and Pakistan, but there were no seizures of precursor chemicals in 2000.
Drug abuse and addiction are increasing, but little is being done in prevention and rehabilitation. A lack of
resources prevents adequate attention to drug issues, although political will is high.

III. Country Actions Against Drugs in 2000

Policy Initiatives. Uzbekistan is a strong participant in regional and bilateral counternarcotics initiatives,
taking a leadership role when necessary. Under a new narcotics law mentioned below, the State Drug Control
Commission has been given clear responsibility for coordination of narcotics issues in the country.

Accomplishments. A new law on narcotic substances and psychotropic agents took effect January 1, 2000.
The law sets out a legal framework for the regulation of production, use and transport of narcotics and
precursors. Licensing is now required for all legitimate activities, including medical use, of these substances. In
addition, import and export activities require explicit permission of the State Commission on Drug Control.



The law also contains a section on combating illegal trafficking in narcotics, directing the State Commission on
Drug Control to coordinate counternarcotics efforts and authorizing law enforcement agencies to take such
measures as conducting searches, confiscating contraband and compelling blood testing for suspected
criminal drug use. The law's final section guarantees medical treatment for addicts. Although the law's scope is
comprehensive, it is not detailed. Officials are currently drafting the regulations necessary to implement the
law. In September, Uzbekistan, Kyrgyzstan, Tajikistan and Kazakhstan signed an agreement on regional
cooperation in fighting transnational crime, including narcotics. Uzbekistan agreed to establish an information
and analysis clearinghouse for the partners, which is supported by the UN Office of Drug Control and Crime
Prevention (UNODCCP).

Law Enforcement Efforts. According to the State Commission on Drug Control, law enforcement agencies
seized 1.5 metric tons of opium and 450 kilograms of heroin in the first nine months of 2000. The Customs
Service in particular has improved its drug interdiction record over the last year. The Ministry of Internal Affairs
(MVD), the National Security Services (NSS), and the State Customs Committee have separate counternarcotics
jurisdiction, including domestic crime, international organized crime and foreign intelligence, and border
control, respectively. Despite this apparently clear delineation of responsibilities, the lack of operational
coordination diminishes the effectiveness of counternarcotics efforts. In addition, all entities face a severe lack
of money for equipment and training and must rely on international assistance to improve their capabilities.
The State Commission on Drug Control was designed to minimize internecine problems and duplication of
efforts, but has had limited success.

Corruption. While there were no major narcotics-‐‑related corruption cases in 2000, corruption and bribery
among law enforcement officials are common and sometimes related to narcotics.

Agreements and Treaties. Uzbekistan is a party to the 1988 UN Drug Convention. Uzbekistan has signed
various bilateral and multilateral agreements over the years that include ongoing narcotics cooperation with its
Central Asian neighbors and other countries in the region and with various European governments and the
USG. Uzbekistan is party to the Commonwealth of Independent States Multilateral Extradition and Mutual Legal
Assistance Agreements. As an active participant in the UN Six Plus Two counternarcotics initiative, Uzbekistan
signed the Regional Action Plan, which it helped to draft. Uzbekistan also signed the UN Convention Against
Transnational Organized Crime in December 2000.

Cultivation/Production. Cannabis and opium poppies are cultivated in the mountainous areas of Uzbekistan,
particularly in the regions of Samarkand and Syrhandarya. Uzbek officials report that successful eradication
efforts have significantly decreased the level of drug cultivation.

Drug Flow/Transit. The quantity of opium and heroin drugs crossing Uzbek territory continues to grow. Since
the only Afghan-‐‑Uzbek border crossing is closed, most narcotics transiting Uzbekistan come via Tajikistan
through various crossing points. Transport police and customs officials regularly also apprehend drug
smugglers on the Dushanbe-‐‑Moscow train. Chemical precursors from Russia and Ukraine bound for
laboratories in Southwest Asia have transited Uzbekistan in the recent past, although no seizures were made in
2000.

Domestic Programs/Demand Reduction. The government youth agency, KAMOLOT, has a public relations
campaign against drug use. Registered addicts are subject to compulsory treatment. Most observers agree that
there are around 200,000 drug abusers among Uzbekistan's 24 million inhabitants. The problem is growing.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. The USG continued to provide assistance to Uzbekistan's counternarcotics efforts in
2000 either bilaterally or through UNODCCP projects. This included support of the UNODCCP project for the
Uzbek Institute of Genetics research into an opium-‐‑destroying pathogen and the State Drug Control
Commission's Regional Narcotics Information Center. The USG provided various training courses for law
enforcement entities and judicial and prosecutorial officials. The USG also provided nine jeeps with spare parts
packages for counternarcotics use by the State Customs Committee.

The Road Ahead. The USG will continue to support Uzbekistan's counternarcotics efforts by providing training
and equipment. It will also support UNODCCP efforts to increase project support from major donors.

[End.]
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SUHFXUVRU�FKHPLFDOV��DQG�LV�QRW�OLNHO\�WR�EHFRPH�RQH��$QJROD�ODFNV�WKH�LQGXVWULDO�EDVH�WR�SURGXFH
FKHPLFDOV��DQG�UHPDLQV�XQGHUGHYHORSHG�DQG�XQVWDEOH��SROLWLFDOO\��GLVFRXUDJLQJ�PRQH\�ODXQGHULQJ�IRU
ODFN�RI�LQYHVWPHQW�SRWHQWLDO��'HVSLWH�UHVRXUFH�FKDOOHQJHV��WKH�$QJRODQ�1DWLRQDO�3ROLFH�LQFUHDVHG
GUDPDWLFDOO\�WKH�DPRXQW�RI�FRFDLQH�VHL]HG�LQ�������7KH�SROLFH�DWWULEXWH�WKLV�WR�WKH�JUHDWHU�HPSKDVLV
SODFHG�RQ�QDUFRWLFV�WUDIILFNLQJ�DQG�JUHDWHU�DZDUHQHVV�RI�$QJROD�DV�D�WUDQVVKLSPHQW�SRLQW�IRU�FRFDLQH�
1LJHULDQ�WUDIILFNHUV�FRQWURO�WKH�VPXJJOLQJ�RI�FRFDLQH�IURP�%UD]LO�WKURXJK�$QJROD�WR�6RXWK�$IULFD�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

$QJROD�LV�QRW�D�VLJQDWRU\�WR�WKH�6$'&�&RXQWHUQDUFRWLFV�3URWRFRO��0RQH\�ODXQGHULQJ�LV�QRW�DQ�LVVXH�LQ
$QJROD��JLYHQ�WKH�FRXQWU\
V�SRRUO\�GHYHORSHG�ILQDQFLDO�DQG�EDQNLQJ�VHFWRU��7KHUH�DUH�QR�ODZV
GHGLFDWHG�H[FOXVLYHO\�WR�PRQH\�ODXQGHULQJ��DOWKRXJK�PRQH\�ODXQGHULQJ�LV�GHILQHG�DV�D�FULPH�LQ�WKH
FRXQWHUQDUFRWLFV�ODZV��7KHUH�KDYH�EHHQ�QR�FDVHV�SURVHFXWHG�LQYROYLQJ�SXEOLF�FRUUXSWLRQ�FRQQHFWHG�WR
QDUFRWLFV�WUDIILFNLQJ��,Q�'HFHPEHU�������$QJROD�VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO
2UJDQL]HG�&ULPH�

7KH�DXWKRULWLHV�PDGH�����GUXJ�UHODWHG�DUUHVWV�GXULQJ�WKH�ILUVW�QLQH�PRQWKV�RI�������,Q�WKH�ILUVW�QLQH
PRQWKV�RI�������WKH�DXWKRULWLHV�RSHQHG�����QHZ�FDVHV�UHODWLQJ�WR�GUXJV�

$OWKRXJK�$QJROD�KDV�OHJLVODWLRQ�PDQGDWLQJ�WUHDWPHQW�IRU�WKRVH�FRQYLFWHG�RI�QDUFRWLFV�FRQVXPSWLRQ�
WKHUH�DUH�QR�SXEOLF�WUHDWPHQW�FHQWHUV��$QJROD�GRHV�FRRSHUDWH�ZLWK�6RXWK�$IULFD�LQ�ILJKWLQJ�WKH�IORZ�RI
FRFDLQH�IURP�$QJROD�WR�6RXWK�$IULFD��DQG�6RXWK�$IULFD�KDV�RIIHUHG�WUDLQLQJ�DQG�HTXLSPHQW�WR�WKH
$QJRODQ�SROLFH��$QJROD�DOVR�FRRSHUDWHV�RQ�D�UHJLRQDO�EDVLV�YLD�WKH�6$'&�DQG�UHFHQWO\�VLJQHG�D�ODZ
HQIRUFHPHQW�FRRSHUDWLRQ�DJUHHPHQW�ZLWK�%UD]LO��WKH�VKLSPHQW�SRLQW�LQ�6RXWK�$PHULFD�IRU�PXFK�RI�WKH
FRFDLQH�WUDQVLWLQJ�$QJROD��7KH�$QJRODQ�1DWLRQDO�3ROLFH�KDYH�H[SUHVVHG�VWURQJ�LQWHUHVW�LQ�SDUWLFLSDWLQJ
LQ�8�6��WUDLQLQJ�RSSRUWXQLWLHV�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

7KH�$QJRODQ�1DWLRQDO�3ROLFH�ZLOO�EH�UHFHLYLQJ�8�6��FRXQWHUQDUFRWLFV�WUDLQLQJ�LQ�)<������IRU�WKH�ILUVW
WLPH��7KLV�SURJUDP�VWHPV��LQ�SDUW��IURP�DJUHHPHQWV�UHDFKHG�GXULQJ�%LODWHUDO�&RQVXOWDWLYH�&RPPLVVLRQ
PHHWLQJV�ZLWK�WKH�8�6���LQ�ZKLFK�$QJROD�H[SUHVVHG�VWURQJ�LQWHUHVW�LQ�UHFHLYLQJ�ODZ�HQIRUFHPHQW
WUDLQLQJ��2YHU�WKH�ORQJHU�WHUP��$QJROD�VKRXOG�EHQHILW��DV�VKRXOG�WKH�ZKROH�VRXWKHUQ�$IULFDQ�UHJLRQ�
IURP�WKH�8�6��IXQGHG�,QWHUQDWLRQDO�/DZ�(QIRUFHPHQW�7UDLQLQJ�$FDGHP\��,/($��XQGHU�FRQVWUXFWLRQ�LQ
*DEDURQH��%RWVZDQD�
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,��6XPPDU\

7KH�*RYHUQPHQW�RI�%HQLQ��*2%��FRQWLQXHV�WR�PDNH�SURJUHVV�LQ�WKH�ILJKW�DJDLQVW�LOOHJDO�QDUFRWLFV
WUDIILFNLQJ�DQG�KDV�WDNHQ�VWHSV�WR�LPSOHPHQW�D�QDWLRQDO�GUXJ�VWUDWHJ\��%HQLQ�LV�QRW�D�PDMRU�QDUFRWLFV
SURGXFLQJ�FRXQWU\��%HQLQ�UHPDLQV�D�WUDQVLW�URXWH�IRU�LOOHJDO�QDUFRWLFV�WUDQVLWLQJ�:HVW�$IULFD��,OOHJDO�GUXJ
WUDIILFNLQJ�DQG�*2%�GUXJ�VHL]XUHV�KDYH�LQFUHDVHG�WKURXJKRXW�WKH�\HDU��7KH�*2%�KDV�GHYHORSHG�D
QDWLRQDO�DQWLGUXJ�SROLF\�DQG�LV�VWUXJJOLQJ�WR�LPSOHPHQW�LWV�QDWLRQDO�DFWLRQ�SODQ�DQG�FRRUGLQDWH�GUXJ
HQIRUFHPHQW�RSHUDWLRQV�WKURXJK�D�QHZO\�HVWDEOLVKHG�FHQWUDO�RIILFH��2&(57,'���,QDGHTXDWH�UHVRXUFHV�
LQWHUDJHQF\�ULYDOU\�DQG�UHSRUWV�RI�PLVKDQGOLQJ�RI�HYLGHQFH�RU�SRVVLEOH�FRUUXSWLRQ�KDYH�LPSHGHG�ODZ
HQIRUFHPHQW�HIIRUWV�

,,��6WDWXV�RI�&RXQWU\

%HQLQ�LV�QRW��DQG�LV�QRW�OLNHO\�WR�EHFRPH��D�VLJQLILFDQW�SURGXFHU�RI�GUXJV�RU�D�VRXUFH�RI�SUHFXUVRU
FKHPLFDOV��%HQLQ�SURGXFHV�D�OLPLWHG�DPRXQW�RI�FDQQDELV�IRU�ORFDO�FRQVXPSWLRQ��%HQLQ�UHPDLQV�D�:HVW
$IULFDQ�WUDQVLW�SRLQW�IRU�UHJLRQDO�WUDIILFNHUV�UDWKHU�WKDQ�D�SURGXFWLRQ�VLWH�

%HQLQ
V�SRURXV�ERUGHUV�SHUPLW�$IULFDQ�GUXJ�WUDIILFNHUV��SULPDULO\�1LJHULDQ�QDWLRQDOV��IUHHO\�WR�WUDQVLW
WKH�FRXQWU\�DQG�RU�DFFHVV�LWV�SRUWV��7KLV�HDVH�RI�DFFHVV�KDV�PDGH�%HQLQ�D�W UDQVVKLSPHQW�SRLQW�LQ�WKH
UHJLRQDO�DQG�VXE�UHJLRQDO�QDUFRWLFV�WUDGH�RI�KHURLQH��FRFDLQH��DQG�FDQQDELV�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��7KH�0LQLVWU\�RI�,QWHULRU��ZLWK�(8�ILQDQFLDO�VXSSRUW��FRPSOHWHG�D�FRPSUHKHQVLYH
QDWLRQDO�DQWLGUXJ�SROLF\�DQG�D�GHWDLOHG�QDWLRQDO�DFWLRQ�SODQ�WKLV�\HDU��,Q�'HFHPEHU�������%HQLQ
V
OHDGLQJ�DQWLQDUFRWLFV�HQIRUFHPHQW�RIILFLDOV�DQG�JRYHUQPHQW�OHDGHUV�GLVFXVVHG�SULRULWLHV�DW�D�URXQGWDEOH
GLVFXVVLRQ�RQ�ZD\V�WR�ILQDQFH��VXSSRUW��DQG�LPSOHPHQW�*2%�DQWLGUXJ�SROLF\�

*2%�KDV�QRW�HVWDEOLVKHG�WKH�LQIUDVWUXFWXUH�RU�OHJDO�DSSDUDWXV�WR�HQIRUFH�WKH�FRPSUHKHQVLYH
DQWLQDUFRWLFV�ODZ�HQDFWHG�LQ�������7KH�ODZ�LV�EDVHG�RQ�WKH�81'&3�PRGHO�GHVLJQHG�WR�EULQJ�FRXQWULHV
LQWR�FRPSOLDQFH�ZLWK�WKH������81�'UXJ�&RQYHQWLRQ��,W�FULPLQDOL]HV�PRQH\�ODXQGHULQJ�DQG�SURYLGHV
IRU�VWURQJHU�VHQWHQFHV��DVVHW�IRUIHLWXUH��DQG�LQWHU�DJHQF\�FRRSHUDWLRQ�

3URPSWHG�E\�WKH�VWHDG\�LQFUHDVH�RI�GUXJ�DEXVH�DQG�GUXJ�WUDIILF�DORQJ�WKH�:HVW�$IULFDQ�FRDVW��WKH�*2%
GHFLGHG�WR�WDNH�DFWLRQ�LQ�������7KH�0LQLVWU\�RI�-XVWLFH��/HJLVODWLRQ�DQG�+XPDQ�5LJKWV��WRJHWKHU�ZLWK
WKH�0LQLVWU\�RI�+HDOWK��VXJJHVWHG�D�QDWLRQDO�SROLF\�WR�ILJKW�GUXJ�DEXVH�DQG�LOOHJDO�QDUFRWLFV�WUDIILFNLQJ�
7KH�JRYHUQPHQW�FDOOHG�IRU�D�QDWLRQDO�PDVWHU�SODQ�WR�UHSRUW�RQ�WKH�GUXJ�DEXVH�VLWXDWLRQ�DQG�GHILQH
VWUDWHJLHV�WR�FRPEDW�WKLV�SUREOHP��7KH�*2%�EHJDQ�GUDIWLQJ�D�SODQ�LQ������DQG�WKH�QDWLRQDO�SROLF\�ZDV
SXEOLVKHG�LQ�-XO\�������7KH�*2%�LV�QRZ�VWUXJJOLQJ�WR�LPSOHPHQW�WKH�JRRG�LQWHQWLRQV�VHW�RXW�LQ�WKHLU
SROLF\��EXW�DV�LQ�DQ\�RWKHU�DUHDV�WKH\�PXVW�FRQIURQW�WKH�SUREOHP�RI�OLPLWHG�UHVRXUFHV�

$FFRPSOLVKPHQWV��7KH�*2%�QHZO\�GHYHORSHG�QDWLRQDO�DFWLRQ�SODQ�LGHQWLILHV�WHQ�DQWLGUXJ�VWUDWHJLHV
WR�EH�LPSOHPHQWHG�RYHU�WKH�QH[W�VL[�\HDUV��,W�KDV�WKUHH�PDMRU�REMHFWLYHV�

,PSURYH�WKH�VWUDWHJLHV�WR�FRPEDW�WKH�XVH�RI�LOOHJDO�GUXJV�

5HLQIRUFH�FXUUHQW�SURJUDPV�WR�ILJKW�DJDLQVW�LOOHJDO�GUXJ�SURGXFWLRQ�DQG�WUDIILFNLQJ��DQG

'HYHORS�VWUDWHJLHV�WR�SUHYHQW�GUXJ�DEXVH�DQG�SURYLGH�IRU�WKH�WUHDWPHQW�DQG�UHKDELOLWDWLRQ�RI�H[�
GUXJ�DEXVHUV�

7KH�QDWLRQDO�DQWLGUXJ�SROLF\�LGHQWLILHV�VL[�SULRULWLHV�DQG�IRXU�FRPSOHPHQWDU\�SURJUDPV��7KH�VL[
SULRULWLHV�DUH�DV�IROORZV�

&RRUGLQDWH�WKH�QDWLRQDO�HIIRUW�DJDLQVW�LOOHJDO�QDUFRWLFV�

3URYLGH�DGGLWLRQDO�UHVRXUFHV�WR�WKH�QDWLRQDO�GUXJ�ODE�

3URYLGH�DGGLWLRQDO�UHVRXUFHV�WR�ODZ�HQIRUFHPHQW�DJHQFLHV��LQFUHDVLQJ�WKHLU�GUXJ�LQWHUYHQWLRQ
FDSDELOLWLHV�

5HLQIRUFH�VPXJJOLQJ�FRQWUROV�DW�&RWRQRX
V�PDMRU�VKLSSLQJ�SRUW�

'HYHORS�SURJUDPV�IRU�WKH�SUHYHQWLRQ�RI�GUXJ�XVH�DQG�WUHDWPHQW�RI�GUXJ�DEXVHUV�



&UHDWH�D�QDWLRQDO�KHDOWK�FHQWHU�IRU�GUXJ�DEXVHUV�

&RPSOHPHQWDU\�SURMHFWV�IRFXV�RQ�LOOHJDO�GUXJ�SURGXFWLRQ��SUHVFULSWLRQ�GUXJ�DEXVHUV�WUDIILFNHUV�
SUHYHQWLRQ�SURJUDPV�IRU�VLQJOH�IDPLOLHV��DQG�WKH�FUHDWLRQ�RI�D�FDQLQH�EULJDGH�

/DZ�(QIRUFHPHQW�(IIRUWV��7KH�ODZ�HQIRUFHPHQW�DJHQF\�ZLWK�SULPDU\�UHVSRQVLELOLW\�IRU�FRPEDWLQJ
QDUFRWLFV�VPXJJOLQJ�DQG�GUXJ�DEXVH�LV�WKH�QHZO\�FUHDWHG�FHQWUDO�RIILFH�DJDLQVW�LOOHJD O�GUXJ�WUDIILFNLQJ
�2&(57,'���7KH�2&(57,'�LV�VXERUGLQDWH�WR�WKH�GLUHFWRU�JHQHUDO�RI�WKH�QDWLRQDO�SROLFH��DQG�ZRUNV
ZLWK�FXVWRPV��WKH�JHQGDUPHV�DQG�QDWLRQDO�SROLFH�GUXJ�XQLWV�

/DZ�HQIRUFHPHQW�DJHQFLHV�KDYH�KDG�VSRUDGLF�VXFFHVV�LQ�FRPEDWLQJ�WKH�YDULRXV�HOHPHQWV�RI�WKH�GUXJ
WUDGH��7KH�ELJJHVW�SUREOHP�IDFLQJ�WKH�JRYHUQPHQW�LV�D�ODFN�RI�HTXLSPHQW�DQG�WUDLQLQJ��7KH�*2%�KDV
QRW�EHHQ�DEOH�WR�VXSSO\�PXFK�LQ�WKH�ZD\�RI�LQFUHDVHG�UHVRXUFHV�WR�ODZ�HQIRUFHPHQW�DJHQFLHV�WKDW�DUH
UHVSRQVLEOH�IRU�GUXJ�HQIRUFHPHQW��7KLV�ODFN�RI�UHVRXUFHV�XQGHUPLQHV�VXFK�RUJDQL]DWLRQDO�FKDQJHV�DV
WKH�QHZ�FHQWUDO�GUXJ�SROLF\�FRRUGLQDWLQJ�ERG\��2&(57,'���$GHTXDWH�UHVRXUFHV�DUH�VWLOO�QRW�DYDLODEOH
RU�GHYRWHG�WR�GUXJ�LQWHUGLFWLRQ�HIIRUWV��$JHQFLHV�FRQWLQXH�WR�IRFXV�WKHLU�HIIRUWV�RQ�DUUHVWLQJ�DQG
SURVHFXWLQJ�VPDOO�VFDOH�FRXULHUV�DQG�XVHUV��'HVSLWH�WKH�HVWDEOLVKPHQW�RI�D�FHQWUDO�GUXJ�RIILFH��HIIRUWV
KDYH�EHHQ�KDPSHUHG�E\�LQWHU�DJHQF\�ULYDOU\�DQG�D�ODFN�RI�FRRSHUDWLRQ�DPRQJ�ODZ�HQIRUFHPHQW
DJHQFLHV�

7KHUH�KDYH�DOVR�EHHQ�DOOHJDWLRQV�RI�LPSURSHU�GLVSRVLWLRQ�RU�GHVWUXFWLRQ�RI�GUXJ�HYLGHQFH��$�UHFHQW
H[DPSOH�LQYROYHG�WKH�VHL]XUH�RI����NLORJUDPV�RI�FRFDLQH�DW�WKH�&RWRQRX�DLUSRUW�LQ�1RYHPEHU��7KLV
VXFFHVV��WKH�ODUJHVW�VHL]XUH�RI�WKH�\HDU��ZDV�RYHUVKDGRZHG�E\�SUHVV�UHSRUWV�RI�GLVDSSHDULQJ�GUXJ
HYLGHQFH�DQG�SUREOHPV�LQ�2&(57,'��6HL]XUHV�JHQHUDOO\�LQFUHDVHG�LQ������IURP�ODVW�\HDU
V�ILJXUHV�
6SHFLILFDOO\��LQ�������*2%�RIILFLDOV�VHL]HG���������NLORJUDPV�RI�FDQQDELV��DQ�LQFUHDVH�IURP�VHL]XUHV�RI
�������NLORJUDPV�RI�FDQQDELV�LQ�������$XWKRULWLHV�VHL]HG��������NLORJUDPV�RI�FRFDLQH�LQ�������DQ
LQFUHDVH�IURP�VHL]XUHV�RI�������NLORJUDPV�RI�FRFDLQH�LQ�������6HL]XUHV�RI�KHURLQ�LQ������IHOO�WR������
NLORJUDPV�LQ�������GRZQ�IURP����NLORJUDPV�LQ�����

&RUUXSWLRQ��3UHVV�UHSRUWV�KDYH�DOOHJHG�FRUUXSWLRQ�LQ�WKH�JRYHUQPHQW�DQG�KLQWHG�DW�SUREOHPV�ZLWK�WKH
GLVSRVLWLRQ�RI�GUXJ�HYLGHQFH��EXW�WKH�H[DFW�H[WHQW�RI�FRUUXSWLRQ�DQG�LWV�LPSDFW�RQ�ODZ�HQIRUFHPHQW�DQG
DQWLGUXJ�RSHUDWLRQV�LV�XQNQRZQ��7KLV�LV�D�GLIILFXOW�DUHD�WR�GLVFHUQ�DQG�UHVLVWDQFH�WR�RYHUVLJKW�UHIRUP
VWLOO�SHUVLVWV�ZLWKLQ�WKH�JRYHUQPHQW�

$JUHHPHQWV�DQG�7UHDWLHV��%HQLQ�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��WKH������81�6LQJOH
&RQYHQWLRQ�RQ�1DUFRWLF�'UXJV�DQG�LWV������3URWRFRO��DQG�WKH������81�&RQYHQWLRQ�RQ�3V\FKRWURSLF
6XEVWDQFHV��,Q�'HFHPEHU�������%HQLQ�VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO�2UJDQL]HG
&ULPH�DQG�WKH�SURWRFRO�RQ�WUDIILFNLQJ�LQ�SHUVRQV��$�GUXJ�HQIRUFHPHQW�FRRSHUDWLRQ�DJUHHPHQW�EHWZHHQ
WKH�)UHQFK�DQG�%HQLQHVH�JRYHUQPHQWV�LV�VWLOO�LQ�IRUFH��DQG�FRQWLQXHV�WR�DLG�%HQLQ
V�DQWLGUXJ�HIIRUWV�
7KHUH�LV�QR�ELODWHUDO�H[WUDGLWLRQ�RU�PXWXDO�OHJDO�DVVLVWDQFH�WUHDW\�EHWZHHQ�WKH�8�6��DQG�%HQLQ�

&XOWLYDWLRQ�DQG�3URGXFWLRQ��&DQQDELV�LV�WKH�RQO\�QDUFRWLF�FXOWLYDWHG�RU�SURGXFHG�LQ�DQ\�VL]DEOH
TXDQWLW\�LQ�%HQLQ��1R�ILJXUHV�RQ�WKH�H[DFW�H[WHQW�RI�SURGXFWLRQ�DUH�DYDLODEOH�DW�WKLV�WLPH��7KH�FDQQDELV
JURZQ�LQ�%HQLQ�LV�XVHG�IRU�GRPHVWLF�FRQVXPSWLRQ�

'UXJ�)ORZ�7UDQVLW��%HQLQ�LV�DQ�LPSRUWDQW�WUDQVLW�VWDJLQJ�SRLQW�IRU�6RXWKHDVW�$VLDQ�KHURLQ�EHLQJ
VPXJJOHG�WR�1LJHULD�IRU�RQZDUG�WUDQVSRUW�WR�(XURSH�DQG�WKH�8QLWHG�6WDWHV��DQG�IRU�6RXWK�$PHULFDQ
FRFDLQH�EHLQJ�WUDQVSRUWHG�WR�1LJHULD�HQ�URXWH�WR�(XURSH��7KHUH�LV�QR�HYLGHQFH�WKDW�WKH�KHURLQ�WKDW
HQWHUV�WKH�8�6��IURP�%HQLQ�LV�LQ�DQ�DPRXQW�VXIILFLHQW�WR�KDYH�D�VLJQLILFDQW�HIIHFW�RQ�WKH�8�6��0DULMXDQD
IURP�1LJHULD�WUDQVLWV�%HQLQ�RQ�LWV�ZD\�WR�RWKHU�$IULFDQ�FRXQWULHV��1LJHULDQ�WUDIILFNHUV�FRQWURO�GUXJ
WUDIILFNLQJ�DFWLYLWLHV�LQ�1LJHULD��,Q�DGGLWLRQ�WR�WUDQVLWLQJ�WKH�FRXQW\�RYHUODQG��GUXJV�GHSDUW�WKH�FRXQWU\
YLD�&RWRQRX
V�LQWHUQDWLRQDO�DLUSRUW�DQG�VHDSRUW�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

8�6��*RDOV�DQG�2EMHFWLYHV��7KH�SULPDU\�REMHFWLYH�RI�WKH�8�6��*RYHUQPHQW�LV�WR�FRPEDW�WKH�WUDQVLW�RI
GUXJV�WR�WKH�8�6��RU�(XURSH��7KH�JRDO�LV�WR�EXLOG�RQ�VXFFHVVIXO�DQWLQDUFRWLFV�FRRSHUDWLRQ�HIIRUWV�
IRFXVLQJ�RQ�SUHYHQWLRQ��LQWHUGLFWLRQ��SURVHFXWLRQ��DQG�WUHDWPHQW�

%LODWHUDO�&RRSHUDWLRQ��7KH�8�6��DQG�%HQLQ�VLJQHG�D�/HWWHU�RI�$JUHHPHQW�LQ������XQGHU�ZKLFK�WKH
8�6��DJUHHG�WR�SURYLGH�FRPPXQLFDWLRQV�HTXLSPHQW�DQG�GUXJ�WHVWLQJ�NLWV�WR�*2%�QDUFRWLFV�XQLWV��7KLV
DVVLVWDQFH�ZDV�SURYLGHG�LQ�������7KH�DXWKRULWLHV�LQ�%HQLQ�SRLQW�WR�PDQ\�DUHDV�ZKLFK�ZRXOG�EHQHILW
IURP�DGGLWLRQDO�DVVLVWDQFH��6XFK�KHOS�LV�XQGHU�FRQVLGHUDWLRQ��EXW�%HQLQ�PXVW�FRPSHWH�ZLWK�RWKHU
SUREOHP�QDUFRWLFV�FRXQWULHV�LQ�WKH�UHJLRQ�

7KH�5RDG�$KHDG��%HQLQ�LV�EHJLQQLQJ�WR�VHULRXVO\�DGGUHVV�WKH�GUXJ�SUREOHP�LQ�WKH�UHJLRQ�E\



LPSOHPHQWLQJ�FRRUGLQDWHG�DQWLGUXJ�PHDVXUHV��7KLV�LV�REYLRXVO\�WKH�ILUVW�VWHS�GRZQ�D�ORQJ�URDG��7KH
8�6��*RYHUQPHQW�PXVW�FRQWLQXH�WR�HQJDJH�%HQLQ�RQ�WKH�FRPSOH[�LVVXHV�RI�FRXQWHUQDUFRWLFV
HQIRUFHPHQW��DVVHW�IRUIHLWXUH��DQG�PRQH\�ODXQGHULQJ�ZKLOH�SURYLGLQJ�DVVLVWDQFH�ZKHQHYHU�SRVVLEOH�
%RUGHU�DQG�SRUW�FRQWURO�PHDVXUHV�DUH�WZR�REYLRXV�SULRULW\�DUHDV��DV�LV�LQFUHDVHG�WUDLQLQJ�RI
HQIRUFHPHQW�SHUVRQQHO��7KH�*2%�PXVW�VWUHQJWKHQ�DQG�HIIHFWLYHO\�XVH�WKH�DVVHW�IRUIHLWXUH�DQG
QDUFRWLFV�UHODWHG�PRQH\�ODXQGHULQJ�ODZV�WKDW�DUH�FXUUHQWO\�LQ�SODFH�

Botswana

,��6XPPDU\

%RWVZDQD�LV�QRW�D�PDMRU�SURGXFHU�RI�GUXJV�DQG�LV�QRW�D�VLJQLILFDQW�GUXJ�WUDQVLW�FRXQWU\��,VRODWHG
SRFNHWV�RI�PDULMXDQD�FXOWLYDWLRQ�RFFXU��EXW�HUDGLFDWLRQ�HIIRUWV�NHHS�SURGXFWLRQ�OHYHOV�ORZ��,Q������
GUXJ�FRQWURO�RIILFLDOV�VHL]HG�VL]DEOH�DPRXQWV�RI�FDQQDELV��DV�ZHOO�DV�VPDOO�DPRXQWV�RI�FRFDLQH��KHURLQ�
DQG�RQH�VHL]XUH�RI�SKHQREDUELWDQH��([DFW�VHL]XUH�DQG�FURS�GHVWUXFWLRQ�ILJXUHV�DUH�QRW�DYDLODEOH��%DVHG
RQ�D�VOLJKW�GHFUHDVH�LQ�WKH�QXPEHU�RI�GUXJ�UHODWHG�DUUHVWV�LQ�%RWVZDQD��GUXJ�FRQWURO�RIILFLDOV�VHH�OHVV
UHDVRQ�WR�IHDU�DQ�LQFUHDVH�LQ�GUXJ�XVH�LQ�%RWVZDQD��1HYHUWKHOHVV��FDQQDELV�UHPDLQV�D�SRSXODU�GUXJ
KHUH��GXH�WR�LWV�ORZ�SULFH��%RWVZDQD�LV�D�WUDQVLW�SRLQW�IRU�0DQGUD[�EHLQJ�VPXJJOHG�IURP�,QGLD�WR�6RXWK
$IULFD��,QGLYLGXDOV�FDXJKW�ZLWK�GUXJV�LQ�%RWVZDQD�FDQ�H[SHFW�ILQHV�DQG�SULVRQ�VHQWHQFHV�

,,��6WDWXV�RI�&RXQWU\

%RWVZDQD�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��WKH������81�6LQJOH�&RQYHQWLRQ�RQ�1DUFRWLF
'UXJV�DQG�LWV������3URWRFRO��DQG�WKH������81�&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV��,Q������
%RWVZDQD�FUHDWHG�D�1DWLRQDO�'UXJ�&RQWURO�&RRUGLQDWLRQ�&RXQFLO��FKDLUHG�E\�WKH�2IILFH�RI�WKH
3UHVLGHQW��,Q�DGGLWLRQ��WKH�*RYHUQPHQW�RI�%RWVZDQD�KDV�VWULFW�OHJLVODWLRQ�DJDLQVW�WKH�SURGXFWLRQ�
WUDIILFNLQJ��DQG�PRQH\�ODXQGHULQJ�DVVRFLDWHG�ZLWK�WKH�GUXJ�WUDGH��7KHUH�ZDV�FRQFHUQ�WKDW�%RWVZDQD
V
VWDWXV�DV�DQ�RIIVKRUH�ILQDQFLDO�FHQWHU�PLJKW�OHDG�WR�PRQH\�ODXQGHULQJ��VR�WKH�EDQNLQJ�V\VWHP�DQG
UHJXODWLRQV�VXUURXQGLQJ�%RWVZDQD
V�,QWHUQDWLRQDO�)LQDQFLDO�6HUYLFHV�&HQWHU��,)6&��KDYH�EHHQ�FDUHIXOO\
GUDIWHG�DQG�FORVHO\�PRQLWRUHG��%RWVZDQD�FRXUWV�ULJRURXVO\�VHQWHQFH�GUXJ�UHODWHG�RIIHQVHV��ZLWK
PDQGDWRU\�VHQWHQFHV�RI�RQH�WR�ILYH�\HDUV
�LPSULVRQPHQW�IRU�SRVVHVVLRQ�RI�IHZHU�WKDQ����JUDPV�RI
FDQQDELV��DQG�ILYH�WR�WHQ�\HDUV�IRU�PRUH�WKDQ����JUDPV��,Q�������WKH�DXWKRULWLHV�PDGH�����DUUHVWV
UHODWLQJ�WR�FDQQDELV�XVH��7KH�%RWVZDQD�1DWLRQDO�3ROLFH�6HUYLFH�ORRNV�IRUZDUG�WR�W UDLQLQJ�RSSRUWXQLWLHV
SURYLGHG�E\�GRQRUV��VXFK�DV�LWV������SDUWLFLSDWLRQ�LQ�D�UHJLRQDO�GUXJ�HQIRUFHPHQW�VHPLQDU�LQ�6RXWK
$IULFD�VSRQVRUHG�E\�WKH�8�6��'($�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV

7KHUH�KDV�EHHQ�D�UHGXFWLRQ�LQ�WKH�QXPEHU�RI�VHL]XUHV�RI�GUXJV�WUDQVLWLQJ�DQG�HQWHULQJ�WKH�FRXQWU\�
3ROLFH�VHL]HG�����NLORJUDPV�RI�FDQQDELV�GXULQJ�������PRVWO\�IURP�=DPELD�DQG�0R]DPELTXH��,Q������
SROLFH�VHL]HG�WKUHH�VKLSPHQWV�RI�FRFDLQH��WKH�ILUVW�RQH�RULJLQDWHG�LQ�%UD]LO�DQG�WUDQVLWHG�)UDQNIXUW�DQG
6RXWK�$IULFD�HQ�URXWH�WR�%RWVZDQD��7KH�VHFRQG�DQG�WKLUG�FRFDLQH�VKLSPHQWV�ZHUH�VHL]HG�IURP�1LJHULDQ
GHDOHUV�FURVVLQJ�WKH�ERUGHU�LQWR�%RWVZDQD��3ROLFH�VHL]HG�RQH�NLORJUDP�DQG�����JUDPV�LQ�WKH�WKUHH
VKLSPHQWV��7KH�%RWVZDQD�3ROLFH�UHSRUW�JRRG�FRRSHUDWLRQ�RQ�QDUFRWLFV�FRQWURO�ZLWK�WKHLU�UHJLRQDO
SDUWQHUV��HVSHFLDOO\�6RXWK�$IULFD�DQG�=LPEDEZH��7KH�81'&3�KDV�SURYLGHG�GUXJ�GHWHFWLRQ�GRJV�WR
%RWVZDQD�IRU�XVH�LQ�GUXJ�VHDUFKHV��7KHUH�DUH�QR�LQGLFDWLRQV�RI�VHQLRU�JRYHUQPHQW�RIILFLDOV�EHLQJ
LQYROYHG�LQ�GUXJ�UHODWHG�RIIHQVHV�

,9��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

7KH�8�6��*RYHUQPHQW�GLG�QRW�FRQGXFW�DQ\�FRXQWHUQDUFRWLFV�SROLF\�LQLWLDWLYHV�LQ�%RWVZDQD�GXULQJ�WKH
UHSRUWLQJ�\HDU��3ROLFH�RIILFLDOV�DQWLFLSDWH�PRUH�FRRSHUDWLRQ�ZLWK�86*�RIILFLDOV�XSRQ�WKH�RSHQLQJ�RI�WKH
,QWHUQDWLRQDO�/DZ�(QIRUFHPHQW�$FDGHP\��,/($��LQ�*DERURQH��DQWLFLSDWHG�LQ�ODWH������

Cameroon

,��6XPPDU\

&DPHURRQ�UHPDLQV�D�WUDQVLW�SRLQW�IRU�GUXJ�WUDIILFNLQJ��1LJHULDQ�QDWLRQDOV��UHVLGLQJ�LQ�&DPHURRQ��WUDIILF
KHURLQ�WR�(XURSH�DQG�WR�VRPH�H[WHQW�DOVR�WR�WKH�8QLWHG�6WDWHV��7KHUH�LV�QR�DYDLODEOH�HYLGHQFH�WKDW�WKH
KHURLQ�WKDW�HQWHUV�WKH�8�6��IURP�&DPHURRQ�KDV�D�VLJQLILFDQW�HIIHFW�RQ�WKH�8�6��0DULMXDQD�IURP�1LJHULD
LV�VPXJJOHG�WKURXJK�&DPHURRQ�WR�(XURSH��0RVW�W\SHV�RI�GUXJV�DUH�DYDLODEOH�LQ�&DPHURRQ��EXW
FDQQDELV�LV�WKH�RQO\�GUXJ�SURGXFHG�ORFDOO\�LQ�VLJQLILFDQW�TXDQWLWLHV��&DQQDELV�LV�DOVR�WKH�PRVW�ZLGHO\
FRQVXPHG�GUXJ��7KHUH�KDYH�EHHQ�RQO\�PLQRU�GUXJ�VHL]XUHV�LQ�������&DPHURRQ�LV�D�SDUW\�WR�WKH�����
81�'UXJ�&RQYHQWLRQ��&DPHURRQ�LV�DOVR�D�SDUW\�WR�WKH������81�6LQJOH�&RQYHQWLRQ�RQ�1DUFRWLF�'UXJV



DQG�LWV������3URWRFRO��DV�ZHOO�DV�WR�WKH������81�&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV��&DPHURRQ
VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO�&ULPH�DQG�LWV�SURWRFROV�LQ�'HFHPEHU������

,,��6WDWXV�RI�&RXQWU\

&DPHURRQ�SURGXFHV�IHZ�LOOHJDO�GUXJV�DQG�LV�QRW�NQRZQ�WR�EH�KHDYLO\�LQYROYHG�LQ�WUDIILFNLQJ��+RZHYHU�
WKH�WUDIILFNLQJ�VLWXDWLRQ�LQ�&DPHURRQ�LV�GLIILFXOW�WR�DVVHVV�EHFDXVH�LQWHUGLFWLRQ�LV�VSRUDGLF�DQG�IHZ
UHFRUGV�DUH�NHSW��$FFRUGLQJ�WR�&DPHURRQLDQ�SROLFH��LQWHUGLFWLRQV�LQ������ZHUH�GRZQ�IURP�WKH�ORZ
OHYHOV�UHSRUWHG�LQ�������7KH�SROLFH�DWWULEXWHG�WKH�GURS�WR�LPSURYHG�VPXJJOLQJ�WDFWLFV�LQ�WKH�IDFH�RI
FXVWRPV�DQG�SROLFH�VHUYLFHV�WKDW�DUH�SRRUO\�HTXLSSHG��SRRUO\�WUDLQHG�DQG�RIWHQ�LQGLIIHUHQW�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

7KH�*RYHUQPHQW�RI�&DPHURRQ��*5&��LQLWLDWHG�QR�QHZ�FRXQWHUQDUFRWLFV�LQLWLDWLYHV�LQ�������7KH
1DWLRQDO�&RPPLWWHH�IRU�WKH�)LJKW�DJDLQVW�'UXJV��&1/'���FUHDWHG�LQ������XQGHU�WKH�DXVSLFHV�RI�WKH
0LQLVWU\�RI�+HDOWK��UHPDLQHG�LQDFWLYH��7KHUH�ZHUH�QR�VSHFLILF�OHJDO�RU�ODZ�HQIRUFHPHQW�PHDVXUHV�WDNHQ
WR�SUHYHQW�DQG�SXQLVK�QDUFRWLFV�UHODWHG�SXEOLF�FRUUXSWLRQ��2QO\�OLPLWHG�UHVRXUFHV�DQG�WUDLQLQJ�DUH
DYDLODEOH�WR�FXVWRPV�DQG�SROLFH�RIILFLDOV��&RXQWHUQDUFRWLFV�ODZ�HQIRUFHPHQW�DFWLYLWLHV�LQ������ZHUH
OLPLWHG�WR�D�IHZ�PLQRU�GUXJ�VHL]XUHV�

0DULMXDQD�LV�ZLGHO\�DYDLODEOH�LQ�&DPHURRQ��&DQQDELV�LV�JURZQ�QDWLRQZLGH�EXW�LV�FRQFHQWUDWHG�LQ�WKH
(DVW��&HQWHU��/LWWRUDO�DQG�1RUWKZHVW�SURYLQFHV��$FFRUGLQJ�WR�WKH�ORFDO�SUHVV��LW�LV�WKH�GUXJ�PRVW�ZLGHO\
XVHG�DPRQJ�&DPHURRQLDQV�

7KH�JRYHUQPHQW�RI�&DPHURRQ�GRHV�QRW�PDLQWDLQ�DFFXUDWH�VWDWLVWLFV�RQ�GUXJ�SURGXFWLRQ�RU�VHL]XUHV�
+RZHYHU��WKH�JRYHUQPHQW�GLG�UHSRUW�WKH�IROORZLQJ�VHL]XUHV�IRU�WKH�SHULRG�-DQXDU\�WKURXJK�1RYHPEHU
��������������NLORJUDPV�RI�FDQQDELV��DV�ZHOO�DV�����SDFNHWV�QRW�ZHLJKHG����NLORJUDPV�RI�KHURLQ����
SDFNHWV��QRW�ZHLJKHG��RI�FRFDLQH��DQG�����NLORJUDPV�RI�SV\FKRWURSLF�GUXJV��7KH�*5&�DOVR�UHSRUWHG
WKDW����KHFWDUHV�DQG�QLQH�RWKHU�FDQQDELV�IDUPV��VXUIDFH�DUHD�QRW�UHSRUWHG��ZHUH�GHVWUR\HG��DQG����
SHUVRQV�ZHUH�GHWDLQHG�IRU�SRVVHVVLRQ��FRQVXPSWLRQ�DQG�RU�WUDIILFNLQJ�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

'($�LQVWUXFWRUV�FRQGXFWHG�D�WZR�ZHHN�:HVW�$IULFDQ�5HJLRQDO�'UXJ�(QIRUFHPHQW�6HPLQDU�LQ�$FFUD�
*KDQD��SDLG�IRU�E\�6WDWH�'HSDUWPHQW�DVVLVWDQFH�IXQGV��6L[�&DPHURRQLDQ�ODZ�HQIRUFHPHQW�RIILFHUV
DWWHQGHG�WKLV�FRQIHUHQFH�LQ�$SULO�������7UDLQLQJ�ZDV�SURYLGHG�LQ�WUDGLWLRQDO�DQG�VSHFLDOL]HG
LQYHVWLJDWLYH�WHFKQLTXHV�DV�UHODWHG�WR�QDUFRW LFV�LQYHVWLJDWLRQV��*LYHQ�WKH�ORZ�VWDUWLQJ�SRLQW�RI�*5&
FDSDELOLWLHV��D�VPDOO�LQYHVWPHQW�LQ�WKH�WUDLQLQJ�RI�SROLFH�DQG�FXVWRPV�RIILFLDOV�FRXOG�PDUNHGO\�LQFUHDVH
WKHLU�DELOLW\�WR�FRPEDW�GUXJ�WUDIILFNLQJ�

Cote D'ivoire

,��6XPPDU\

:LWK�WZR�RI�WKH�ODUJHVW�SRUWV�LQ�$IULFD�DQG�DQ�H[WHQVLYH�DQG�GHYHORSHG�LQIUDVWUXFWXUH��&�WH�G
,YRLUH
KDV�EHHQ�D�WUDQVLW�SRLQW�IRU�QDUFRWLFV�IURP�$VLD�DQG�/DWLQ�$PHULFD�WR�(XURSH�DQG��WR�D�OHVVHU�H[WHQW�
1RUWK�$PHULFD�IRU�WKH�SDVW�VHYHUDO�\HDUV��$OWKRXJK�GRPHVWLF�QDUFRWLF�GUXJ�SURGXFWLRQ�LV�QHJOLJLEOH�
DQG�OLPLWHG�WR�FDQQDELV��FRQVXPSWLRQ�RI�KDUG�GUXJV�LV�LQFUHDVLQJ��+HURLQ�DQG�FRFDLQH�XVH�DUH�ULVLQJ�LQ
$ELGMDQ��$V�D�FRQVHTXHQFH�RI�WKH�FRXS��WKH�8QLWHG�6WDWHV�VXVSHQGHG�ODZ�HQIRUFHPHQW�WUDLQLQJ��&�WH
G
,YRLUH�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��WKH������81�6LQJOH�&RQYHQW LRQ�RQ�1DUFRWLF
'UXJV�DQG�LWV������3URWRFRO��DQG�WKH������81�&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV�

,,��6WDWXV�RI�&RXQWU\

$ELGMDQ�LV�D�PDMRU�:HVW�$IULFDQ�ILQDQFLDO�FHQWHU�DQG�D�UHJLRQDO�KXE�IRU�LQWHUQDWLRQDO�DLUOLQH�WUDYHO�DQG
RFHDQ�IUHLJKW��)ROORZLQJ�86*�FLYLO�DYLDWLRQ�YLVLWV�XQGHU�WKH��6DIH�6NLHV��SURJUDP��VHFXULW\�DW�$ELGMDQ
V
,QWHUQDWLRQDO�$LUSRUW�KDV�EHHQ�WLJKWHQHG�VRPHZKDW��1HYHUWKHOHVV��GUXJV�DQG�PRQH\�FRQWLQXH�WR�SDVV
WKURXJK�,YRLULDQ�SRUWV�DQG�DFURVV�SRURXV�ERUGHUV��DORQJ�ZLWK�RWKHU�VPXJJOHG�JRRGV��LQFOXGLQJ�OLJKW
DUPV�DQG�VWROHQ�YHKLFOHV��$V�WKH�PLGGOH�FODVV�JURZV��WKHUH�LV�DOVR�D�VORZO\�JURZLQJ�GRPHVWLF�WUDGH�DQG
XVH�RI�KHURLQ�DQG�FRFDLQH��3ROLFH�VHL]XUHV�RI�QDUFRWLFV�DUH�XVXDOO\�VPDOO�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��'XULQJ�WKH�ILUVW�VL[�PRQWKV�RI�������WKH�,YRLULDQ�*RYHUQPHQW�LPSOHPHQWHG�D
QXPEHU�RI�UHFRPPHQGDWLRQV�PDGH�E\�IRUHLJQ�FRXQWULHV�LQWHUHVWHG�LQ�LPSURYHG�QDUFRWLFV�ODZ



HQIRUFHPHQW�DQG�LQFRUSRUDWHG�WKHP�LQWR�D�1DWLRQDO�$QWLGUXJ�3ODQ�DGRSWHG�LQ�0D\�������$PRQJ�RWKHU
WKLQJV��WKH�SODQ�LGHQWLILHV�GUXJ�DEXVHU�UHKDELOLWDWLRQ�DQG�HIIHFWLYH�HQIRUFHPHQW�DV�NH\�SULRULWLHV�IRU�WKH
QH[W�\HDU�DQG�DFFRUGLQJO\�GHILQHV�DUHDV�RI�UHVSRQVLELOLW\�EHWZHHQ�JRYHUQPHQW�DJHQFLHV��QRQ�
JRYHUQPHQWDO�RUJDQL]DWLRQV��DQG�LQWHUQDWLRQDO�GRQRUV�

$FFRPSOLVKPHQWV��)ROORZLQJ�WKH�'HFHPEHU������FRXS�G
HWDW��WKH�8�6��*RYHUQPHQW�VXVSHQGHG�PRVW
ELODWHUDO�DVVLVWDQFH�XQGHU�VHFWLRQ�����RI�WKH�)RUHLJQ�$VVLVWDQFH�$FW��&�WH�G
,YRLUH�FRQWLQXHV�
KRZHYHU��WR�FRRSHUDWH�ZLWK�WKH�8�6��*RYHUQPHQW�DQG�WKH�(XURSHDQ�8QLRQ
V��(8��$IULFDQ�$QWLGUXJ
3URJUDP�WR�LGHQWLI\�WUDLQLQJ�QHHGV�IRU�GUXJ�DEXVH�SUHYHQWLRQ��ODZ�HQIRUFHPHQW��DQG�DGGLFW�WUHDWPHQW
DQG�UHKDELOLWDWLRQ��$�UHJLRQDO�QDUFRWLFV�WUDLQLQJ�FHQWHU�LQ�*UDQG�%DVVDP�VWL OO�RIIHUV�FODVVHV
XQGHUZULWWHQ�E\�WKH�(8�

/DZ�(QIRUFHPHQW�(IIRUWV��)RUHLJQ�DQWLGUXJ�DVVLVWDQFH�WR�WKH�,QWHU�0LQLVWHULDO�&RPPLWWHH��&,/$'�
DQG�WKH�5HJLRQDO�7UDLQLQJ�&HQWHU�IRU�WKH�%DWWOH�$JDLQVW�'UXJV�KDYH�FRQWULEXWHG�VLJQLILFDQWO\�WR
LPSURYHG�ODZ�HQIRUFHPHQW�HIIRUWV��'XULQJ�WKH�ILUVW�KDOI�RI�������,YRLULDQ�SROLFH�UHSRUWHG�PDNLQJ����
VHL]XUHV�RI�FRFDLQH��KHURLQ��PDULMXDQD��DQG�RWKHU�LOOHJDO�QDUFRWLFV��7KHVH�LQFOXGHG�FRFDLQH�VHL]XUHV
WRWDOLQJ�������NLORJUDPV��KHURLQ�VHL]XUHV�WRWDOLQJ�������NLORJUDPV�ZLWK�WKH�DUUHVW�RI����SHRSOH��DQG
RYHU�����PDULMXDQD�VHL]XUHV�WRWDOLQJ�������NLORJUDPV�ZLWK�WKH�DUUHVW�RI�����SHRSOH��7KH�PDMRULW\�RI
VHL]XUHV�WRRN�SODFH�DW�WKH�3RUW�RI�$ELGMDQ��$ELGMDQ
V�)HOL[�+RXSKRXHW�%RLJQ\�,QWHUQDWLRQDO�$LUSRUW�
DQG�SRVW�RIILFHV��,Q�DGGLWLRQ��DXWKRULWLHV�DSSUHKHQGHG�HLJKW�FKLOGUHQ�EHLQJ�XVHG�DV��PXOHV��WR�WUDQVSRUW
LOOLFLW�GUXJV�

&RUUXSWLRQ��&RUUXSWLRQ�FRQWLQXHV�WR�KDPSHU�HIIRUWV�WR�HQIRUFH�FRXQWHUQDUFRWLFV�ODZV�HIIHFWLYHO\��,Q
DGGLWLRQ�QDUFRWLFV�ODZ�HQIRUFHPHQW�WRRN�D�ORZ�SULRULW\�GXULQJ�WKH�WHQ�PRQWK�ORQJ�PLOLWDU\�UHJLPH�
'HVSLWH�KLJKO\�SXEOLFL]HG�DQWLFRUUXSWLRQ�LQLWLDWLYHV�GXULQJ�WKH�ILUVW�KDOI�RI�������FRUUXSWLRQ��LURQLFDOO\�
DSSHDUHG�WR�ZRUVHQ��:KLOH�FRUUXSWLRQ�JRHV�ODUJHO\�XQSXQLVKHG��&�WH�G
,YRLUH�GRHV�QRW�HQFRXUDJH�RU
IDFLOLWDWH�LOOLFLW�QDUFRWLFV�SURGXFWLRQ�RU�GLVWULEXWLRQ�RI�GUXJV�RU�WKH�ODXQGHULQJ�RI�SURFHHGV�IURP�LOOHJDO
GUXJ�WUDQVDFWLRQV�DV�D�PDWWHU�RI�VWDWH�SROLF\��:LWK�WKH�SULPDU\�DJHQFLHV�IRU�QDUFRWLFV�HQIRUFHPHQW
VHHLQJ�VHYHUDO�OHDGHUVKLS�FKDQJHV�LQ�WHQ�PRQWKV��LPSOHPHQWDWLRQ�RI�SROLF\�VXIIHUHG�

$JUHHPHQWV�DQG�7UHDWLHV��7KH�*RYHUQPHQW�RI�&�WH�G
,YRLUH�LV�D�SDUW\�WR�WKH������81�'UXJ
&RQYHQWLRQ�������81�6LQJOH�&RQYHQWLRQ�DQG�LWV������3URWRFRO��DQG�WKH������&RQYHQWLRQ�RQ
3V\FKRWURSLF�6XEVWDQFHV��7KH�,YRLULDQ�*RYHUQPHQW�LV�DOVR�D�SDUW\�WR�VHYHUDO�UHJLRQDO�FRXQWHUQDUFRWLFV
FRRSHUDWLRQ�DJUHHPHQWV�QHJRWLDWHG�DPRQJ�PHPEHUV�RI�WKH�:HVW�$IULFDQ�6WDWHV
�5HJLRQDO�(FRQRPLF
2UJDQL]DWLRQ��(&2:$6���&�WH�G
,YRLUH�VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO�2UJDQL]HG
&ULPH�LQ�'HFHPEHU������

&XOWLYDWLRQ�3URGXFWLRQ��&DQQDELV�LV�JURZQ�LQ�OLPLWHG�TXDQWLWLHV�LQ�UHPRWHU�SDUWV�RI�VRXWKHUQ�&RWH
G
,YRLUH��0RVW�LV�FRQVXPHG�GRPHVWLFDOO\�DV�PDULMXDQD��&URSV�DUH�IUHTXHQWO\�FRQFHDOHG�DPRQJ�FRFRD
SODQWLQJV�DQG�WKHQ�WUDQVSRUWHG�RYHUODQG�WR�$ELGMDQ�DQG�RWKHU�GLVWULEXWLRQ�FHQWHUV��7KH�1DWLRQDO�3ROLFH
FRQWLQXH�WR�GHVWUR\�DQ\�FDQQDELV�WKH\�PD\�ILQG��EXW�WKH\�GR�QRW�NHHS�LWHPL]HG�UHFRUGV�RI�FURS�VHL]HG
DQG�TXDQWLWLHV�GHVWUR\HG��DQG�WKHUH�DUH�QR�JRRG�HVWLPDWHV�RI�SURGXFWLRQ�

'UXJ�)ORZ�7UDQVLW��$ELGMDQ�LV�D�PDMRU�WUDQVLW�SRLQW�IRU�6RXWKHDVW�DQG�6RXWKZHVW�$VLDQ�KHURLQ�HQ
URXWH�WR�(XURSH�DQG�WR�D�OHVVHU�GHJUHH�WKH�8�6���DQG�6RXWK�$PHULFDQ�FRFDLQH�GHVWLQHG�IRU�(XURSH�
&RWH�G
,YRLUH
V�PDMRU�VHDSRUWV�LQ�$ELGMDQ�DQG�6DQ�3HGUR�UHSRUWHGO\�VHUYH�DV�LPSRUWDQW�WUDQVLW�SRLQWV
WRR��'UXJV�DQG�RWKHU�JRRGV�FURVV�ERUGHUV�E\�ERDW�DQG�YHKLFOH��XQQRWLFHG�RU�DEHWWHG�E\�EULEHG�ERUGHU
RIILFLDOV��7KHUH�DUH�QR�UHOLDEOH�VWDWLVWLFV�RQ�WKH�PRYHPHQW�RI�QDUFRWLFV�

'RPHVWLF�3URJUDPV��'HPDQG�5HGXFWLRQ���3XEOLF�GUXJ�DEXVH�DZDUHQHVV�SURJUDPV�VWLOO�UHPDLQ�LQ
WKH�SODQQLQJ�VWDJHV�EXW�DUH�PDNLQJ�VRPH�SURJUHVV��)ROORZLQJ�WKH�LQVWDOODWLRQ�RI�WKH�QHZ�FLYLOLDQ
JRYHUQPHQW��VHYHUDO�DQWLGUXJ�JURXSV��LQ�FROODERUDWLRQ�ZLWK�WKH�0LQLVWULHV�RI�,QWHULRU�DQG�RI�<RXWK�
KDYH�PHW�WR�GLVFXVV�UHMXYHQDWLQJ�DQWLGUXJ�HIIRUWV��6HYHUDO�JRYHUQPHQW�DJHQFLHV�SDUWLFLSDWHG�LQ
ZRUNVKRSV�VSRQVRUHG�E\�WKH�(8
V�$IULFDQ�$QWLGUXJ�3URJUDP�WR�LGHQWLI\�FRUH�GUXJ�HGXFDWLRQ�SULRULWLHV�
7KH�UHVXOWLQJ�EURDG�WUDLQLQJ�HIIRUW�IRFXVHV�RQ�GUXJ�DZDUHQHVV�DQG�GHPDQG�UHGXFWLRQ��DV�ZHOO�DV�RQ�ODZ
HQIRUFHPHQW��WUHDWPHQW��DQG�UHKDELOLWDWLRQ�RI�IRUPHU�DGGLFWV�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

8�6��3ROLF\�,QLWLDWLYHV��8�6��SROLF\�JRDOV�UHPDLQ�IRFXVHG�RQ�UHGXFLQJ�XVH�RI�&�WH�G
,YRLUH�DV�D�WUDQVLW
SRLQW�IRU�QDUFRWLFV�WUDIILFNLQJ�

%LODWHUDO�&RRSHUDWLRQ��:LWK�WKH�VXVSHQVLRQ�RI�DLG�IROORZLQJ�WKH�'HFHPEHU������FRXS��8�6�
*RYHUQPHQW�DVVLVWDQFH�DW�PRVW�OHYHOV�KDV�EHHQ�IUR]HQ��,Q�ODWH�������WKH�8�6��*RYHUQPHQW�GLG
SXUFKDVH�D�FRPSXWHU�DQG�D�ID[�PDFKLQH�IRU�WKH�&,/$'��EXW�KDV�QRW�SUHVHQWHG�WKHP��SHQGLQJ�D



UHVROXWLRQ�RI�&�WH�G
,YRLUH
V�SROLWLFDO�FULVLV�DQG�D�UHVXPSWLRQ�RI�8�6��DLG�

7KH�5RDG�$KHDG��$V�LQ�SUHYLRXV�\HDUV��WKH�SULQFLSOH�8�6��FRXQWHUQDUFRWLFV�LQWHUHVW�ZLOO�EH�GUXJV
HQWHULQJ�IURP�/DWLQ�$PHULFD�DQG�WUDQVLWLQJ�WRZDUGV�(XURSH��DQG�SRVVLEO\�WKH�8�6��7UDLQLQJ�IRU�SROLFH�
*HQGDUPHULH��FXVWRPV��DQG�MXGLFLDO�DXWKRULWLHV�UHPDLQV�WKH�NH\�SUHUHTXLVLWH�IRU�EURDGHU�8�6��,YRLULDQ
HQJDJHPHQW�LQ�FRXQWHUQDUFRWLFV�HIIRUWV��:LWK�D�GHPRFUDWLFDOO\�HOHFWHG�JRYHUQPHQW�QRZ�LQ�SRZHU��D
UHVXPSWLRQ�RI�DVVLVWDQFH�LV�XQGHU�UHYLHZ�

Egypt

,��6XPPDU\

7KH�5HSXEOLF�RI�(J\SW�LV�QRW�D�PDMRU�SURGXFHU��VXSSOLHU��RU�FRQVXPHU�RI�QDUFRWLFV�RU�SUHFXUVRU
FKHPLFDOV��DQG�LW�GRHV�QRW�KDYH�D�VHULRXV�PRQH\�ODXQGHULQJ�SUREOHP��+HURLQ�DQG�FDQQDELV�DUH
WUDQVSRUWHG�WKURXJK�(J\SW��WKRXJK�WKH�OHYHO�RI�WUDIILF�KDV�GHFUHDVHG�LQ�������7KH�$QWLQDUFRWLFV
*HQHUDO�$GPLQLVWUDWLRQ��$1*$��LV�WKH�PDLQ�GUXJ�ILJKWLQJ�RUJDQL]DWLRQ�LQ�(J\SW��(J\SW�LV�D�SDUW\�WR
WKH������81�'UXJ�&RQYHQWLRQ�

,,��6WDWXV�RI�&RXQWU\

2SLXP�DQG�FDQQDELV�DUH�JURZQ�LQ�(J\SW��EXW�(J\SW�LV�QRW�D�VLJQLILFDQW�SURGXFHU�RU�FRQVXPHU�RI
QDUFRWLFV�RU�SUHFXUVRU�FKHPLFDOV��,W�LV�DOVR�QRW�D�PRQH\�ODXQGHULQJ�FHQWHU��1DUFRWLFV�GHVWLQHG�IRU
:HVWHUQ�(XURSH�DQG�WKH�8QLWHG�6WDWHV�FRQWLQXH�WR�EH�VKLSSHG�WKURXJK�(J\SW��WKRXJK�WKLV
SKHQRPHQRQ�KDV�GLPLQLVKHG�LQ������DQG�WKHUH�LV�QR�HYLGHQFH�WKDW�VLJQLILFDQW�DPRXQWV�RI�QDUFRWLFV�DUH
UHDFKLQJ�WKH�8�6��LQ�WKLV�PDQQHU��7KH�WUDQVVKLSPHQW�RI�6RXWKZHVW�$VLDQ�KHURLQ�LV�PDGH�HDVLHU�E\
(J\SW
V�ORQJ�XQLQKDELWHG�ERUGHUV�DQG�E\�WKH�KLJK�OHYHO�RI�VKLSSLQJ�ZKLFK�SDVVHV�WKURXJK�WKH�6XH]
&DQDO��1DUFRWLFV�DOVR�SDVV�WKURXJK�&DLUR�,QWHUQDWLRQDO�$LUSRUW��7KH�VXEVWDQFHV�PRVW�FRPPRQO\�DEXVHG
LQ�(J\SW�DUH�FDQQDELV�DQG�OHJLWLPDWH�SKDUPDFHXWLFDOV�

$1*$��ZKLFK�KDV�MXULVGLFWLRQ�IRU�LQYHVWLJDWLQJ�DOO�FULPLQDO�PDWWHUV�UHODWLQJ�WR�QDUFRWLFV��PDLQWDLQV
RIILFHV�LQ�DOO�PDMRU�FLWLHV�DQG�DLUSRUWV��%\�SURYLGLQJ�HTXLSPHQW�DQG�WUDLQLQJ��WKH�8�6��'($
V�FRXQWU\
RIILFH�DVVLVWV�$1*$�LQ�FHUWDLQ�VPXJJOLQJ�LQWHUGLFWLRQ�RSHUDWLRQV�LQ�WKH�&DQDO�=RQH�DQG�DW�&DLUR
$LUSRUW��DQG�LQ�FURS�HUDGLFDWLRQ�RSHUDWLRQV�LQ�WKH�6LQDL�3HQLQVXOD�DQG�8SSHU�(J\SW�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��7KH�*RYHUQPHQW�RI�(J\SW��*2(��FRQWLQXHV�WR�GHYHORS�WKH�FRPSUHKHQVLYH�GUXJ
FRQWURO�VWUDWHJ\�ZKLFK�LW�IRUPDOO\�DGRSWHG�LQ�������$1*$��WKH�(J\SWLDQ�&RDVW�*XDUG��&XVWRPV
6HUYLFH��0LQLVWU\�RI�,QWHULRU��DQG�VHOHFWHG�PLOLWDU\�XQLWV�FRRSHUDWH�LQ�WDVN�IRUFHV�WR�LQWHUGLFW�QDUFRWLFV
VKLSPHQWV��7KH�PLQLVWULHV�RI�KHDOWK�DQG�HGXFDWLRQ�DQG�VHYHUDO�UHOLJLRXV�RUJDQL]DWLRQV�UXQ�GUXJ
DZDUHQHVV�SURJUDPV�GHVLJQHG�WR�FXUE�GHPDQG��$OO�WKHVH�LQLWLDWLYHV�DUH�KLQGHUHG�E\�D�ODFN�RI�PRQH\�DQG
HTXLSPHQW��3DUOLDPHQW�FRQWLQXHV�WR�UHYLHZ�D�GUDIW�ODZ�ZKLFK�ZRXOG�FULPLQDOL]H�PRQH\�ODXQGHULQJ�

$FFRPSOLVKPHQWV��,Q�������SDUOLDPHQW�SDVVHG�D�ODZ�ZKLFK�ZLOO�DOORZ�$1*$�WR�NHHS�IRU�LWV
RSHUDWLRQDO�XVH�D�SRUWLRQ�RI�WKH�DVVHWV�VHL]HG�IURP�QDUFRWLFV�WUDIILFNHUV�

/DZ�(QIRUFHPHQW�(IIRUWV��(J\SWLDQ�ODZ�HQIRUFHPHQW�HIIRUWV�DUH�ODUJHO\�GLUHFWHG�WRZDUG�FRPEDWLQJ
WHUURULVP��QRQHWKHOHVV��$1*$�UXQV�DQ�HIIHFWLYH�SURJUDP�RI�DUUHVWLQJ�ORZ�OHYHO�GUXJ�WUDIILFNHUV�DQG
XVHUV��LQWHUFHSWLQJ�QDUFRWLFV�VKLSPHQWV��DQG�HUDGLFDWLQJ�LOOHJDO�FURSV��&XOWLYDWLRQ�RI�LOOLFLW�QDUFRWLFV
FRQWLQXHV�WR�GURS�HDFK�\HDU��/DUJH�VFDOH�VHL]XUHV�DQG�DUUHVWV�DUH�UD UH��VLQFH�GUXJ�DEXVH�LV�QRW�D�VHULRXV
SUREOHP�LQ�(J\SW��$1*$�UXQV�D�GUXJ�DZDUHQHVV�FDPSDLJQ�DQG�D�FURS�VXEVWLWXWLRQ�SURJUDP�LQ�WKH�6LQDL
WKDW�KDV�QRW�SURYHQ�VXFFHVVIXO��$1*$
V�HUDGLFDWLRQ�XQLW�UXQV�PRQWKO\�RSHUDWLRQV�DJDLQVW�FDQQDELV�DQG
RSLXP�FURSV�LQ�WKH�6LQDL��$������ODZ�SHQDOL]HV�WKRVH�ZKR�PDNH�PRQH\�WKURXJK�LOOHJDO�DFWLYLW\��8VLQJ
WKLV�ODZ��SURVHFXWRUV�PD\�LPSRXQG�IRU�XS�WR�ILYH�\HDUV�WKH�PRQH\�DQG�SURSHUW\�EHORQJLQJ�WR�D
FRQYLFWHG�FULPLQDO�DQG�KLV�IDPLO\��7KH�&RXUW�RI�(WKLFV��(J\SW
V�KLJKHVW�FULPLQDO�FRXUW��LV�WKHQ
UHVSRQVLEOH�IRU�GHWHUPLQLQJ�ZKHWKHU�WKH�VHL]HG�DVVHWV�ZHUH�REWDLQHG�DV�D�UHVXOW�RI�WKH�LOOHJDO�DFWLYLW\�
DQG�WKHUHIRUH�IRUIHLW��8S�XQWLO�UHODWLYHO\�UHFHQWO\�VHL]HG�DVVHWV�ZHQW�GLUHFWO\�WR�WKH�(J\SWLDQ�7UHDVXU\�
KRZHYHU�D�ODZ�SDVVHG�LQ������SURYLGHV�WKDW�D�SRUWLRQ�RI�WKH�DVVHWV�VHL]HG�LQ�QDUFRWLFV�FDVHV�QRZ�JRHV
WR�$1*$�

&RUUXSWLRQ��7KHUH�GRHV�QRW�DSSHDU�WR�EH�VHULRXV�QDUFRWLFV�UHODWHG�FRUUXSWLRQ�LQ�(J\SW��+RZHYHU��ORZ
OHYHO�ORFDO�SROLFH�RIILFLDOV�KDYH�EHHQ�LGHQWLILHG�DQG�DUUHVWHG�RQ�FRUUXSWLRQ�FKDUJHV��7KH�*2(�KDV�VWULFW
ODZV�DQG�KDUVK�SHQDOWLHV�IRU�JRYHUQPHQW�RIILFLDOV�FRQYLFWHG�RI�LQYROYHPHQW�LQ�QDUFRWLFV�WUDIILFNLQJ�RU
UHODWHG�DUHDV�



$JUHHPHQWV�DQG�7UHDWLHV��(J\SW�DQG�WKH�8�6��KDYH�KDG�DQ�H[WUDGLWLRQ�WUHDW\�LQ�SODFH�VLQFH�WKH�ODWH
����V��(J\SW�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��WKH������81�&RQYHQWLRQ��DQG�WKH������81
6LQJOH�&RQYHQWLRQ�DQG�LWV������3URWRFRO��7KH�6HQDWH�JUDQWHG�LWV�DGYLFH�DQG�FRQVHQW�WR�UDWLILFDWLRQ�RI
WKH�8�6��(J\SW�0XWXDO�/HJDO�$VVLVWDQFH�7UHDW\�RQ�2FWREHU�����������EXW�WKH�7UHDW\�KDV�QRW�\HW
HQWHUHG�LQWR�IRUFH��(J\SW�VLJQHG�WKH�81�&RQYHQWLRQ�RQ�7UDQVQDWLRQDO�2UJDQL]HG�&ULPH�LQ�'HFHPEHU
�����

&XOWLYDWLRQ�DQG�3URGXFWLRQ��&DQQDELV�LV�JURZQ�\HDU�URXQG�LQ�WKH�QRUWKHUQ�DQG�VRXWKHUQ�6LQDL�DQG�LQ
8SSHU�(J\SW��DQG�RSLXP�SRSS\�LV�JURZQ�LQ�VRXWKHUQ�6LQDL�IRU�SDUW�RI�WKH�\HDU��7KH�81'&3�UHSRUWV
WKDW�RSLXP�SURGXFWLRQ�LV�GHFOLQLQJ�LQ�(J\SW��EXW�FDQQDELV�SURGXFWLRQ�LV�LQFUHDVLQJ��7KH�URXJK�WHUUDLQ
GLFWDWHV�WKDW�SORWV�EH�RI�LUUHJXODU�VKDSH��VR�$1*$�HVWLPDWHV�FURS�VL]HV�E\�YLVXDO�LQVSHFWLRQ��$IWHU
LGHQWLI\LQJ�LOOHJDO�SORWV�WKURXJK�DHULDO�REVHUYDWLRQ�DQG�FRQILGHQWLDO�LQIRUPDQWV��$1*$�FRQGXFWV
GD\OLJKW�HUDGLFDWLRQ�RSHUDWLRQV��FXWWLQJ�DQG�EXUQLQJ�WKH�SODQWV��$1*$�KDV�QRW�\HW�LPSOHPHQWHG�LWV
SODQQHG�KHUELFLGH�HUDGLFDWLRQ�SURJUDP��1R�KHURLQ�SURFHVVLQJ�SODQWV�KDYH�EHHQ�GLVFRYHUHG�LQ�(J\SW�IRU
RYHU�WHQ�\HDUV��7KHUH�LV�QR�HYLGHQFH�WKDW�HLWKHU�(J\SWLDQ�JURZQ�RSLDWHV�RU�PDULMXDQD�UHDFK�WKH�8�6��LQ
TXDQWLWLHV�VXIILFLHQW�WR�KDYH�D�VLJQLILFDQW�LPSDFW�RQ�WKH�8�6�

'UXJ�)ORZ�7UDQVLW��$1*$�MXGJHV�WKDW�GUXJ�VKLSPHQWV�WKURXJK�(J\SW�KDYH�GHFUHDVHG�LQ�UHFHQW
\HDUV��DQG�DWWULEXWHV�WKLV�WR�LPSURYHG�ERUGHU�VXUYHLOODQFH�DQG�LQWHUGLFWLRQ��DV�ZHOO�DV�WR�WKH�FUHDWLRQ�RI
QHZ�VPXJJOLQJ�URXWHV�IURP�6RXWK�$VLD�WKURXJK�WKH�&RPPRQZHDOWK�RI�,QGHSHQGHQW�6WDWHV��+RZHYHU�
$1*$�GRHV�LQWHUFHSW�LOOLFLW�VKLSPHQWV�RI�KDVKLVK�DQG�KHURLQ�HQ�URXWH�WR�:HVWHUQ�(XURSH�DQG�1RUWK
$PHULFD�IURP�3DNLVWDQ�DQG�$IJKDQLVWDQ�

'RPHVWLF�3URJUDPV��'HPDQG�5HGXFWLRQ���7KH�PLQLVWULHV�RI�KHDOWK�DQG�LQWHULRU�VSRQVRU�D�QDWLRQDO
QDUFRWLFV�FDPSDLJQ�DQG�VHYHUDO�SXEOLF�DZDUHQHVV�FDPSDLJQV��7KHVH�SURJUDPV�DUH�DLPHG�DW�VFKRRO�DJHG
FKLOGUHQ�DQG�UHO\�RQ�WKH�PDVV�PHGLD��'($
V�RIILFH�LQ�&DLUR�DOVR�DVVLVWV�WKH�*2(�ZLWK�D�QDWLRQDO�GUXJ
DZDUHQHVV�FDPSDLJQ��0RVW�WUHDWPHQW�IRU�WKH�VPDOO�JURXS�RI�GUXJ�DEXVHUV�LV�FDUULHG�RXW�E\�SULYDWH
GRFWRUV�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

8�6��FRXQWHUQDUFRWLFV�SROLF\�LQ�(J\SW�UHPDLQV�WR�HQJDJH�LQ�D�ELODWHUDO�SURJUDP�WR�IXUWKHU�UHGXFH�WUDQVLW
RI�QDUFRWLFV�DQG�WR�GHFUHDVH�RSLXP�DQG�FDQQDELV�FXOWLYDWLRQ��7KLV�SROLF\�KDV�WKH�IROORZLQJ�VSHFLILF
REMHFWLYHV��LQFUHDVH�WUDLQLQJ��WDUJHW�HUDGLFDWLRQ�HIIRUWV��LPSURYH�LQWHUGLFWLRQ�PHWKRGRORJ\��DQG�LPSURYH
LQWHOOLJHQFH�FROOHFWLRQ�DQG�DQDO\VLV�

,Q�)<�������WKH�8�6��*RYHUQPHQW�SODQV�WR�SURYLGH�WKH�*2(�ZLWK�WUDLQLQJ�LQ�SROLFH�VFLHQFH�
DQWLFRUUXSWLRQ�PHDVXUHV��DQG�ERUGHU�FRQWURO�RSHUDWLRQV��7KH�'($�FRXQWU\�RIILFH�ZLOO�FRQWLQXH�WR�ZRUN
FORVHO\�ZLWK�$1*$�WR�LPSURYH�LQWHUGLFWLRQ�DQG�HUDGLFDWLRQ�WHFKQLTXHV��DQG�WR�GHYHORS�DGGLWLRQDO
VRXUFHV�RI�LQIRUPDWLRQ�RQ�SURGXFWLRQ�DQG�WUDIILFNLQJ�

Ethiopia

,��6XPPDU\

(WKLRSLD�GRHV�QRW�SOD\�D�PDMRU�UROH�LQ�PRQH\�ODXQGHULQJ��SUHFXUVRU�FKHPLFDO�SURGXFWLRQ�DVVRFLDWHG
ZLWK�WKH�GUXJ�WUDGH��RU�LQ�WKH�SURGXFWLRQ�RI�QDUFRWLF�GUXJV��(WKLRSLD�LV�VWUDWHJLFDOO\�ORFDWHG�DORQJ�D
PDMRU�QDUFRWLFV�WUDQVLW�URXWH�EHWZHHQ�6RXWKZHVW�$VLDQ�KHURLQ�SURGXFWLRQ�DQG�(XURSHDQ�PDUNHWV�DQG
:HVW�$IULFDQ�WUDIILFNLQJ�QHWZRUNV��&DQQDELV�LV�JURZQ�LQ�(WKLRSLD��EXW�PRVW�LV�FRQVXPHG�LQ�UXUDO�DUHDV
RI�(WKLRSLD�LWVHOI��0RUH�KHURLQ�LV�WUDQVLWLQJ�(WKLRSLD�IRU�PDUNHWV�LQ�:HVW�$IULFD��(XURSH��DQG�WKH�8�6�
1LJHULDQ�WUDIILFNHUV�DUH�DFWLYH�LQ�(WKLRSLD��(WKLRSLD�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��WKH
�����81�6LQJOH�&RQYHQWLRQ�RQ�1DUFRWLF�'UXJV�DQG�LWV������3URWRFRO��DQG�WKH������81�&RQYHQWLRQ
RQ�3V\FKRWURSLF�6XEVWDQFHV��7KH�(WKLRSLDQ�&RXQWHUQDUFRWLFV�8QLW��(&18��PDLQWDLQV�DQ�LQWHUGLFWLRQ
WHDP�DW�%ROH�,QWHUQDWLRQDO�$LUSRUW��ZKLFK�LV�ZKHUH�LWV�WZR�GUXJ�VQLIIHU�GRJV�SULPDULO\�DUH�HPSOR\HG�
7KH�LQWHUGLFWLRQ�XQLW�URXWLQHO\�VFUHHQV�SDVVHQJHUV��OXJJDJH��DQG�FDUJR�RQ�IOLJKWV�DUULYLQJ�IURP��KLJK
ULVN��RULJLQV��L�H���%DQJNRN��1HZ�'HOKL��0XPEDL��DQG�,VODPDEDG��7KH�VQLIIHU�GRJV�DUH�HPSOR\HG
H[DPLQLQJ�FDUJR��DQG�FKHFNLQJ�OXJJDJH��7KHVH�LQVSHFWLRQV�DUH�FRQGXFWHG�URXWLQHO\�ZLWK�D�GHJUHH�RI
UDQGRPQHVV�

,,��6WDWXV�RI�&RXQWU\

(WKLRSLD�LV�QRW�QRZ��DQG�QRW�OLNHO\�WR�EHFRPH��VLJQLILFDQW�LQ�WKH�SURGXFWLRQ�RI�QDUFRWLF�GUXJV�RU
SUHFXUVRU�FKHPLFDOV�RU�LQ�PRQH\�ODXQGHULQJ��&DQQDELV�LV�EHLQJ�SURGXFHG�IRU�H[SRUW�SULPDULO\�WR
QHLJKERULQJ�FRXQWULHV�



,,,��&RXQWU\�$FWLRQ�$JDLQVW�'UXJV�LQ�����

(WKLRSLD�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��DQG�FRQWLQXHV�WR�VWULYH�WR�IXOILOO�LWV�JRDOV�DQG
REMHFWLYHV��7KH�XVH�RI�KHURLQ�DQG�RWKHU�KDUG�GUXJV�UHPDLQV�TXLWH�ORZ��GXH�SULPDULO\�WR�WKH�KLJK�VWUHHW
SULFH�IRU�SRRU�(WKLRSLDQV�DQG�OLPLWHG�DYDLODELOLW\��7R�WKH�H[WHQW�WKHVH�KDUG�GUXJV�DUH�DYDLODEOH��LW�LV�LQ
ODUJH�SDUW�GXH�WR�WKH��VSLOORYHU��HIIHFW�IURP�WKH�WUDQVLWLQJ�RI�GUXJ�FRXULHUV�WKURXJK�%ROH�,QWHUQDWLRQDO
$LUSRUW��%ROH�LV�D�PDMRU�DLU�KXE�IRU�IOLJKW�FRQQHFWLRQV�EHWZHHQ�6RXWKHDVW�DQG�6RXWKZHVW�$VLD�DQG
$IULFD��DQG�PXFK�RI�WKH�KHURLQ�HQWHULQJ�DQG�RU�WUDQVLWLQJ�(WKLRSLD�FRPHV�IURP�$VLD��0DQ\�RI�WKH
IOLJKWV�UHTXLUH�XS�WR�WZR�GD\�OD\RYHUV�LQ�$GGLV��SHUPLWWLQJ�WKH�LQWURGXFWLRQ�RI�WKHVH�GUXJV�LQWR�WKH�ORFDO
SRSXODFH��,Q�'HFHPEHU�������(WKLRSLD�VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO�2UJDQL]HG
&ULPH�

/DZ�(QIRUFHPHQW�(IIRUWV��7KH�(&18�KDV�EHHQ�VHYHUHO\�KDPSHUHG�GXH�WR�D�ODFN�RI�OHDGHUVKLS�DW�WKH
IHGHUDO�OHYHO��$W�WKH�XQLW�OHYHO��WKH�(&18�DOVR�VXIIHUV�IURP�PDQDJHULDO�OHDGHUVKLS�SUREOHPV��7KH
(&18�FRPPDQGHU�ODFNV�D�FRPPLWPHQW�WR�DWWDFNLQJ�WKH�LQWHUQDWLRQDO�GUXJ�SUREOHP��DQG�WKH�DJHQF\
UHPDLQV�IRFXVHG�RQ�GRPHVWLF�LVVXHV��7KH�LQWHUGLFWLRQ�WHDP�DW�%ROH�KDV�EHHQ�ODUJHO\�LQHIIHFWLYH��:KLOH
WKH�QXPEHU�RI�RIILFHUV�DVVLJQHG�KDV�LQFUHDVHG��RQO\�WZR�KDYH�KDG�DQ\�UHDO�WUDLQLQJ�DQG�WKH\�DUH�WKH�RQO\
WZR�ZKR�FDQ�VSHDN�D�ODQJXDJH�RWKHU�WKDQ�$PKDULF��7KH�LQWHUGLFWLRQ�XQLW�KDV�LPSURYHG�LWV�DELOLW\�WR
LGHQWLI\�PDOH�1LJHULDQ�7DQ]DQLDQ�GUXJ��PXOHV��ZKR�WUDGLWLRQDOO\�VZDOORZ�GUXJV�WR�VPXJJOH�WKHP�
$UUHVWV�DW�%ROH�PRUH�WKDQ�WULSOHG�IURP�ODVW�\HDU
V�ILJXUHV�

3ROLF\�,QLWLDWLYHV��7KH�(WKLRSLDQ�0LQLVWU\�RI�-XVWLFH�LV�LQ�WKH�SURFHVV�RI�XSGDWLQJ�WKH�SHQDO�FRGH�
&XUUHQWO\�WKH�PD[LPXP�VHQWHQFH�IRU�WUDIILFNLQJ�LV�WZR�WR�WKUHH�\HDUV��ZKLFK�GRHV�QRW�VHUYH�DV�DQ
HIIHFWLYH�GHWHUUHQW�WR�XVLQJ�(WKLRSLD�DV�D�WUDQVLW�FRXQWU\��$GGLWLRQDOO\��(WKLRSLD�ODFNV�D�FHQWUDO
FRRUGLQDWLRQ�ERG\�WR�FRRUGLQDWH�V\VWHPDWLFDOO\�DQWLGUXJ�DFWLYLWLHV�RI�WKH�0LQLVWULHV�RI�(GXFDWLRQ�
+HDOWK��DQG�-XVWLFH� �6HQLRU�(WKLRSLDQ�JRYHUQPHQW�RIILFLDOV�DUH�DWWHPSWLQJ�WR�UHIRFXV�DWWHQWLRQ�RQ�WKH
GUXJ�SUREOHP�DQG�WR�UH�FRPPLW�(WKLRSLD�WR�FRXQWHULQJ�QDUFRWUDIILFNHUV�

�0RQH\�ODXQGHULQJ�LV�QRW�FRQVLGHUHG�D�SUREOHP���$VVHW�VHL]XUH��H[WUDGLWLRQ��DQG�PXWXDO�OHJDO
DVVLVWDQFH��DV�LQ�SDVW�\HDUV��ZHUH�RI�OLWWOH�VLJQLILFDQFH��7KH�8QLWHG�6WDWHV�GRHV�QRW�KDYH�DQ�H[WUDGLWLRQ
WUHDW\�ZLWK�(WKLRSLD�

,9��8�6��3ROLF\�,QLWLDWLYHV

7KHUH�ZHUH�QR�PDMRU�SROLF\�LQLWLDWLYHV�XQGHUWDNHQ�LQ�������7KH�IRFXV�KDV�UHPDLQHG�RQ�WKH�ODZ
HQIRUFHPHQW�VLGH��VSHFLILFDOO\�WKH�(&18��(WKLRSLD�KDV�OLPLWHG�UHVRXUFHV�DQG�PXVW�UHO\�RQ�DVVLVWDQFH
IURP�H[WHUQDO�VRXUFHV��2YHUDOO��WKH�(&18�QHHGV�PRUH�WUDLQLQJ��EHWWHU�IDFLOLWLHV��DQG�LPSURYHG�DFFHVV
WR�UHVRXUFHV��7KH�SHUVLVWHQW�ZHDNQHVV�RI�WKH�(&18
V�FXUUHQW�OHDGHUVKLS��KRZHYHU��PDNHV�DQ\
LPPHGLDWH�LPSURYHPHQW�TXLWH�GLIILFXOW�

Ghana

,��6XPPDU\

*KDQD�WDNHV�DQ�DFWLYH�VWDQFH�DJDLQVW�GUXJ�DEXVH�DQG�LOOLFLW�WUDIILFNLQJ�RI�QDUFRWLF�GUXJV�DQG
SV\FKRWURSLF�VXEVWDQFHV��*KDQD�KDV�DFWLYH�HQIRUFHPHQW��WUHDWPHQW�DQG�UHKDELOLWDWLRQ�SURJUDPV��*KDQD
LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�

,,��6WDWXV�RI�&RXQWU\

*KDQD�LV�D�WUDQVLW�SRLQW�IRU�6RXWKHDVW�DQG�6RXWKZHVW�$VLDQ�KHURLQ�EHLQJ�VPXJJOHG�WR�(XURSH�DQG�WKH
8�6���DQG�6RXWK�$PHULFDQ�FRFDLQH�EHLQJ�VPXJJOHG�WR�(XURSH��,QFUHDVLQJ�DPRXQWV�RI�KHURLQ�DUH
GHVWLQHG�IRU�WKH�8�6��6RPH�RI�WKH�FRFDLQH�PLJKW�DOVR�EH�VPXJJOHG�WR�6RXWK�$IULFD��7UDIILFNLQJ�RFFXUV
DW�$FFUD
V�.RWRND�,QWHUQDWLRQDO�$LUSRUW�DV�ZHOO�DV�DW�WKH�SRUWV�RI�7HPD�DQG�6HNRQGL��2YHUODQG
WUDIILFNLQJ�RFFXUV�DW�WKH�ODQG�ERUGHUV�ZLWK�7RJR��$IODR��DQG�&RWH�G
,YRLUH��(OXER���$V�1LJHULD
LPSURYHV�LWV�LQWHUGLFWLRQ�HIIRUWV��1LJHULDQ�WUDIILFNHUV�DUH�VWUHQJWKHQLQJ�WKHLU�SUHVHQFH�LQ�*KDQD��*KDQD�
8�6��ODZ�HQIRUFHPHQW�FRRUGLQDWLRQ�FRQWLQXHV�WR�JURZ�LQ�VWUHQJWK�DQG�HIIHFWLYHQHVV��7KH�WUDIILFNLQJ
SUREOHP�KDV�IXHOHG�DQ�LQFUHDVH�LQ�GRPHVWLF�FRQVXPSWLRQ��0DULMXDQD�XVH�LV�D�SUREOHP�LQ�*KDQD�
DOWKRXJK�WKH�H[WHQW�RI�ORFDO�FXOWLYDWLRQ�LV�XQFHUWDLQ�EHFDXVH�RI�LWV�FODQGHVWLQH�QDWXUH��7KURXJK�SXEOLF
HGXFDWLRQ�SURJUDPV��FLWL]HQV�DVVLVW�LQ�FRPEDWLQJ�GUXJ�WUDIILFNLQJ�DQG�DEXVH��0RQH\�ODXQGHULQJ�RFFXUV�
EXW�WKLV�LV�QRW�D�PDMRU�SUREOHP��3UHFXUVRU�FKHPLFDOV�DUH�DOVR�QRW�D�PDMRU�SUREOHP�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��7KH�1DUFRWLFV�&RQWURO�%RDUG��1&%��FRRUGLQDWHV�WKH�HIIRUWV�RI��DQG�FRRSHUDWHV



ZLWK��DOO�RUJDQL]DWLRQV�LQYROYHG�LQ�FRXQWHUQDUFRWLFV�DFWLYLWLHV��7KH�1&%
V������DFWLYLWLHV�HQFRPSDVVHG
QXPHURXV�DUHDV�RI�FRXQWHUQDUFRWLFV��LQFOXGLQJ�HQIRUFHPHQW�DQG�FRQWURO��HGXFDWLRQ��SUHYHQWLRQ�
WUHDWPHQW��UHKDELOLWDWLRQ��DQG�VRFLDO�UH�LQWHJUDWLRQ��,Q������WKH�1&%�FRPSOHWHG�LWV�FRXQWHUQDUFRWLFV
PDVWHU�SODQ��WKH��1DWLRQDO�3ODQ�RI�$FWLRQ�������������7KH�(XURSHDQ�&RPPLVVLRQ��WKURXJK�LWV
$IULFDQ�$QWLGUXJ�3URJUDP��$$'3��IRU�:HVW�$IULFD��SURYLGHG�ILQDQFLDO�DQG�WHFKQLFDO�VXSSRUW��7KLV
SODQ�LV�VWLOO�ZDLWLQJ�IRU�JRYHUQPHQW�DSSURYDO�

,Q�������UHDFWLQJ�WR�GLIILFXOWLHV�ZLWK�WKH�FXUUHQW�QDUFRWLFV�ODZ��WKH�1&%�VXEPLWWHG�SURSRVDOV�WR�WKH
*KDQDLDQ�JRYHUQPHQW�WR�DPHQG�WKH������QDUFRWLFV�ODZ�LQ�RUGHU�WR�LQFUHDVH�SHQDOWLHV�IRU�GUXJ�RIIHQVHV�
UDLVH�WKH�ILQH�IRU�QDUFRWLFV�UHODWHG�YLRODWLRQV�GXH�WR�GHSUHFLDWLRQ�RI�WKH�&HGL��DOORZ�WKH�1&%�WR�PDQDJH
DQG�DGPLQLVWHU�DQ\�SURSHUW\�IRUIHLWHG�XQGHU�WKH�QDUFRWLFV�ODZV��DQG�DOORZ�SURVHFXWLRQ�IRU�SRVVHVVLRQ�RU
FRQWURO�RI�DQ\RQH�ZKR�HPSOR\V�D�FRXULHU��PXOH���DJHQW�RU�VHUYDQW��7KHVH�SURSRVDOV�DUH�VWLOO�SHQGLQJ
JRYHUQPHQW�DSSURYDO�

$FFRPSOLVKPHQWV��7KH�1&%�DQG�RWKHU�ODZ�HQIRUFHPHQW�DJHQFLHV�HQMR\HG�JUHDWHU�DQG�PRUH
VXFFHVVIXO�FRRSHUDWLRQ�ZLWK�8�6��ODZ�HQIRUFHPHQW�DJHQFLHV��0RVW �QRWDEO\��WKLV�UHVXOWHG�LQ�WKH�DUUHVWV�RI
D�QXPEHU�RI�*KDQDLDQ�GUXJ�WUDIILFNHUV��WZR�RI�ZKRP�KDYH�EHHQ�FRQYLFWHG��7KH�1&%�LQFUHDVHG�LWV
QDWLRQDO�GUXJ�HGXFDWLRQ�HIIRUWV�WR�LQFOXGH�GLVWULFW�DVVHPEOLHV��ZKLFK�UHVXOWHG�LQ�LQFUHDVHG�ODZ
HQIRUFHPHQW�FLYLOLDQ�FRRSHUDWLRQ�LQ�FRPEDWLQJ�GUXJ�FXOWLYDWRUV�DQG�WUDIILFNHUV�

*KDQD�DWWHQGHG�WKH���UG�VHVVLRQ�RI�WKH�&RPPLVVLRQ�RQ�1DUFRWLFV�'UXJV�LQ�9LHQQD�LQ�0DUFK����� �
*KDQD�DOVR�DWWHQGHG�WKH�)RXUWK�,QWHU�0LQLVWHULDO�'UXJ�&RQWURO�0HHWLQJ�LQ�'DNDU��6HQHJDO��LQ�2FWREHU
�����

/DZ�(QIRUFHPHQW�(IIRUWV��7KH�SROLFH
V�&ULPLQDO�,QYHVWLJDWLYH�'LYLVLRQ
V��&,'��QDUFRWLFV�XQLW�EDVHG
LQ�$FFUD�XQGHUWDNHV�LQWHUGLFWLRQ�H[HUFLVHV��VXUYHLOODQFH��UDLGV��DUUHVWV��VHL]XUHV�DQG�SURVHFXWLRQV�DORQH
RU�LQ�MRLQW�RSHUDWLRQV�ZLWK�RIILFLDOV�RI�WKH�1&%��1&%�QDUFRWLFV�VTXDGV�DUH�ORFDWHG�DW�NQRZQ�GUXJ�
SURQH�DUHDV³.XPDVL��$VKDQWL�5HJLRQ���.RIRULGXD��(DVWHUQ�5HJLRQ���+R��9ROWD�5HJLRQ���DQG�7HPD
�*UHDWHU�$FFUD�5HJLRQ�³ZKLFK�FRQGXFW�VLPLODU�RSHUDWLRQV��7KH�&XVWRPV�([FLVH�DQG�3UHYHQWDWLYH
6HUYLFH��&(36��+HDGTXDUWHUV�DOVR�KDV�D�FRXQWHUQDUFRWLFV�XQLW��DV�ZHOO�DV�DQWLGUXJ�VTXDGV�DW�VRPH�RI
*KDQD
V�ERUGHUV��DW�$IODR��RQ�WKH�ERUGHU�ZLWK�7RJR��DQG�DW�(OXER��RQ�WKH�ERUGHU�ZLWK�&RWH�G
,YRLUH��
DQG�DW�.RWRND�,QWHUQDWLRQDO�$LUSRUW�LQ�$FFUD�

)LJXUHV�VKRZ�DQ�LQFUHDVH�LQ�FRFDLQH�UHODWHG�DUUHVWV�EXW�D�GHFUHDVH�LQ�FRFDLQH�VHL]XUHV��7KH�GHFUHDVH�LQ
VHL]XUHV�PD\�EH�GXH�WR�WKH�-DQXDU\�DQG�)HEUXDU\������DUUHVWV�RI�PDMRU�1LJHULDQ�GUXJ�WUDIILFNHUV�ZKR
ZHUH�SULPDU\�VXSSOLHUV�RI�FRFDLQH�WR�*KDQD��$�JUDP�RI�FRFDLQH��GHSHQGLQJ�RQ�LWV�SXULW\��VHOOV�DW�&HGLV
�����������������DSSUR[������������+HDYLO\�GLOXWHG�FRFDLQH�VHOO V�DW�&HGLV���������������SHU�JUDP
�DSSUR[����������

)LJXUHV�DOVR�VKRZ�DQ�LQFUHDVH�LQ�KHURLQ�UHODWHG�DUUHVWV��EXW�D�GHFUHDVH�LQ�KHURLQ�VHL]XUHV��7KLV�PD\�EH
GXH�WR�WKH�GHWHUUHQW�HIIHFW�RI�LQFUHDVHG�ODZ�HQIRUFHPHQW�YLJLODQFH�DW�WKH�ERUGHUV��$�JUDP�RI�KHURLQ�
GHSHQGLQJ�RQ�LWV�SXULW\��VHOOV�DW�&HGLV�����������������DSSUR[������������+HDYLO\�GLOXWHG�KHURLQ�VHOOV
DW�&HGLV���������������SHU�JUDP��DSSUR[���������

7KHUH�ZDV�D�ODUJH�LQFUHDVH�LQ�PDULMXDQD�UHODWHG�DUUHVWV��EXW�D�GHFUHDVH�LQ�PDULMXDQD�VHL]XUHV�LQ������
7KH�DPRXQW�RI�PDULMXDQD�VHL]HG�PD\�KDYH�LQFUHDVHG�GUDVWLFDOO\�LQ�'HFHPEHU�������ILJXUHV�QRW�\HW
DYDLODEOH���EHFDXVH�WKH�1&%�RIWHQ�VHL]HV�PRUH�PDULMXDQD�DIWHU�WKH�PDULMXDQD�FURS�LV�KDUYHVWHG�LQ
6HSWHPEHU�2FWREHU��7KH�1&%�KDV�DOVR�UHFHLYHG�PRUH�LQIRUPDWLRQ�RQ�GUXJ�FXOWLYDWRUV�DQG�GHDOHUV
IURP�WKH�SXEOLF�DIWHU�LQFUHDVHG�SXEOLF�HGXFDWLRQ�RQ�WKH�KDUPIXO�HIIHFW�RI�GUXJV�RQ�WKH�LQGLYLGXDO�DQG
WKH�VRFLHW\��$�NLORJUDP�RI�PDULMXDQD�VHOOV�DW�&HGLV���������DSSUR[����������$�ZUDS�RU�MRLQW�VHOOV�DW
DSSUR[��&HGLV������������DSSUR[�������������

'UXJ�GHDOHUV��XVLQJ�PDWFKVWLFNV�DV�PHDVXUHV��UHWDLO�FRFDLQH�RU�KHURLQ�DW�SULFHV�EHWZHHQ�&HGLV�������
�������DSSUR[�������������GHSHQGLQJ�RQ�SXULW\��7KH�PDWFKVWLFN�LV�GLSSHG�LQ�FRFDLQH�RU�KHURLQ�SRZGHU
DQG�ZKDW�FROOHFWV�RQ�WKH�KHDG�RI�WKH�PDWFK�LV�VROG��$�GUXJ�DGGLFW�PLJKW�QHHG�HLJKW�WR�WZHOYH�RI�WKHVH
PDWFKVWLFNV�SHU�GD\�

7KH�SROLFH�QDUFRWLFV�XQLW�DQG�WKH�1&%�KDYH�ZRUNHG�FORVHO\�ZLWK�WKH�$FFUD�,16�VXE�RIILFH��,16�$FFUD
VKDUHV�LQIRUPDWLRQ�DERXW�GUXJ�DFWLYLWLHV�EHWZHHQ�WKH�8�6��DQG�*KDQD�ZLWK�WKH�*KDQDLDQ�SROLFH�DQG
1&%��ZKR�FRUURERUDWH�WKH�LQIRUPDWLRQ�DQG�XOWLPDWHO\�ZRUN�WKH�FDVH��7KLV�IUHH�H[FKDQJH�RI
LQIRUPDWLRQ�KDV�UHVXOWHG�LQ�WKH�DUUHVW�RI�VHYHUDO�GUXJ�GHDOHUV��LQFOXGLQJ�WKH�DUUHVW�RI�DQ�LQGLYLGXDO�LQ
*KDQD��ZKR�LV�QRZ�WKH�VXEMHFW�RI�D�8�6��SHQGLQJ�H[WUDGLWLRQ�UHTXHVW�

,Q�$SULO�������D�*KDQDLDQ�GUXJ�VPXJJOLQJ�V\QGLFDWH�EDVHG�LQ�WKH�8�.��DQG�+ROODQG�ZDV�DSSUHKHQGHG
E\�%ULWLVK�DQG�'XWFK�VHFXULW\�SHUVRQQHO��7KUHH�+ROODQG�EDVHG�*KDQDLDQV�ZHUH�DUUHVWHG�LQ�$PVWHUGDP�
SUHSDULQJ�WR�VPXJJOH�FRFDLQH�WR�WKH�8�.��IURP�6XULQDPH��)RXU�RWKHU�8�.��EDVHG�*KDQDLDQV�KDYH�DOVR



EHHQ�DUUHVWHG�DQG�FRQYLFWHG��7KH\�UHFHLYHG�IURP�IRXU�WR����\HDUV�LQ�SULVRQ�

$�FRPELQHG�WHDP�RI�WKH�1&%
V�UDSLG�GHSOR\PHQW�XQLW�DQG�WKH�SROLFH�QDUFRWLFV�XQLW�FRQWLQXHG�WR
LQYHVWLJDWH�WKH�SURGXFWLRQ�DQG�GLVWULEXWLRQ�RI�QDUFRWLFV�DQG�WR�GHVWUR\�FXOWLYDWHG�FDQQDELV�IDUPV�DQG
SODQWV�LQ������

7KH�1&%�KDV�VXFFHHGHG�LQ�ZRUNLQJ�ZLWK�'+/�DQG�)HGHUDO�([SUHVV�WR�LQWHUFHSW�SDFNDJHV�FRQWDLQLQJ
QDUFRWLFV�WKDW�ZHUH�GHVWLQHG�IRU�WKH�8�6���*KDQD�RU�/RQGRQ��7KH�1&%�KDV�DOVR�DSSUHKHQGHG�PHPEHUV
RI�D�GUXJ�ULQJ�LQ�WKH�%URQJ�$KDIR�5HJLRQ�ZKR�ZHUH�FROOXGLQJ�ZLWK�WUDQVSRUW�GULYHUV�WR�VPXJJOH�GUXJV
WKURXJK�WKH�FRXQWU\�

&RUUXSWLRQ��,Q�������WKHUH�ZHUH�QR�QDUFRWLFV�UHODWHG�SXEOLF�FRUUXSWLRQ�FDVHV�UHSRUWHG��,Q�WZR�����
FDVHV�LQYROYLQJ�WKH�%XUHDX�RI�1DWLRQDO�,QWHOOLJHQFH�DQG�WKH�-XGLFLDO�6HUYLFH��WKH�IRXU�RIILFHUV�LQYROYHG
LQ�WKH�FDVH�ZHUH�GLVPLVVHG�IURP�VHUYLFH�

$JUHHPHQWV�DQG�7UHDWLHV��8�6��*KDQD�H[WUDGLWLRQ�UHODWLRQV�DUH�JRYHUQHG�E\�WKH������8�6��8�.�
([WUDGLWLRQ�7UHDW\��WR�ZKLFK�*KDQD�DFFHGHG��*KDQD�KDV�H[WUDGLWHG�IRXU�QDUFRWLFV�RIIHQGHUV�WR�WKH�8�6�
XQGHU�WKLV�WUHDW\��RQH�LQ������DQG�WZR�LQ��������DQG�RQH�LQ�-DQXDU\������WR�1HZ�-HUVH\��$GGLWLRQDOO\�
*KDQD�LV�D�SDUW\�WR�WKH�(FRQRPLF�&RPPXQLW\�RI�:HVW�$IULFDQ�6WDWHV��(&2:$6��3URWRFRO
$JUHHPHQW��ZKLFK�LQFOXGHV�DQ�H[WUDGLWLRQ�SURYLVLRQ��*KDQD�LV�DOVR�D�SDUW\�WR�WKH������81�'UXJ
&RQYHQWLRQ��WKH������81�&RQYHQWLRQ�RI�3V\FKRWURSLF�6XEVWDQFHV��DQG�WKH������81�6LQJOH
&RQYHQWLRQ�DQG�LWV������3URWRFRO�

&XOWLYDWLRQ�DQG�3URGXFWLRQ��0DULMXDQD�RU�FDQQDELV�JURZV�LQ�*KDQD��VR�LW�LV�HDVLO\�DYDLODEOH�DQG
ZLGHO\�DEXVHG��7KH�FDQQDELV�FRPHV�IURP�WKH�UXUDO�DUHDV��ZKHUH�LW�LV�FXOWLYDWHG�LOO LFLWO\��WR�WKH�XUEDQ
DUHDV��ZKHUH�WKHUH�LV�D�UHDG\�PDUNHW�IRU�LW��6RPH�FDQQDELV�LV�WUDIILFNHG�WR�QHLJKERULQJ�DQG�(XURSHDQ
FRXQWULHV��&DQQDELV�LV�XVXDOO\�KDUYHVWHG�LQ�6HSWHPEHU�DQG�2FWREHU��DQG�NQRZLQJ�WKLV��ODZ
HQIRUFHPHQW�WHDPV�LQFUHDVH�VXUYHLOODQFH�DQG�LQYHVWLJDWLRQ�GXULQJ�WKLV�WLPH��$V�D�UHVXOW��D�ODUJH�DPRXQW
RI�DUUHVWV�IRU�FDQQDELV�FXOWLYDWLRQ�DUH�PDGH�LQ�WKH�ODWWHU�SDUW�RI�WKH�\HDU�

'UXJ�)ORZ�7UDQVLW��&RFDLQH�DQG�KHURLQ�DUH�WKH�PDLQ�GUXJV�WKDW�WUDQVLW�*KDQD��0DULMXDQD�LV
VPXJJOHG�IURP�*KDQD�WR�RWKHU�$IULFDQ�FRXQWULHV�DQG�WR�(XURSH��1DUFRWLFV�HQWHULQJ�*KDQD�DUH
VRPHWLPHV�UHSDFNDJHG�IRU�UHVKLSPHQW�WR�WKH�8QLWHG�6WDWHV�DQG�(XURSH�WKURXJK�YDULRXV�FRQFHDOPHQW
PHWKRGV��VXFK�DV��KLGGHQ�LQ�IDOVH�FRPSDUWPHQWV�LQ�EULHIFDVHV��EDJV��DQG�FDUWRQV��GHSRVLWHG�LQWR
XQDFFRPSDQLHG�EDJJDJH��KLGGHQ�LQ�H[SRUWHG�IRRGVWXIIV��\DPV��SLQHDSSOHV��SDOP�RLO��ILVK��NROD�QXWV�
HWF����RU�SODFHG�LQ�FRQGRPV�RU�FHOORSKDQH�DQG�VZDOORZHG�E\�LQGLYLGXDOV��$FFRUGLQJ�WR�'($��WKHUH�KDV
EHHQ�D�QRWDEOH�LQFUHDVH�LQ�WKH�QXPEHU�RI�LQWHUFHSWHG�SDFNDJHV�RI�QDUFRWLFV�GHVWLQHG�IRU�$FFUD��7KHUH�LV
QR�HYLGHQFH�WKDW�GUXJV�WUDQVLWLQJ�*KDQD�KDYH�D�VLJQLILFDQW�HIIHFW�RQ�WKH�8�6�

$FFRUGLQJ�WR�WKH�1&%��FLWL]HQV�RI�QHLJKERULQJ�:HVW�$IULFDQ�FRXQWULHV�LQFUHDVLQJO\�XVH�*KDQDLDQ
SDVVSRUWV�WR�WUDYHO�EHFDXVH�LW�UDLVHV�OHVV�VXVSLFLRQ�WKDQ�RWKHU�FRXQWULHV
��H�J���1LJHULD���,Q�DGGLWLRQ��GUXJ
VPXJJOHUV�RIWHQ�SXUFKDVH�WKHLU�WLFNHWV�LQ�*KDQD�EHFDXVH�WKH�H[FKDQJH�UDWH�IDYRUV�WKHLU�FXUUHQFLHV��7KH
1&%�UHSRUWV�WKDW�DIWHU�D�VHULHV�RI�XQSXEOLFL]HG�RULHQWDWLRQ�FRXUVHV�IRU�ODZ�HQIRUFHPHQW�RIILFHUV�WKLV
\HDU��VHFXULW\�DJHQWV�ZHUH�DEOH�WR�LQFUHDVH�JUHDWO\�DUUHVWV�RI�GUXJ�VPXJJOHUV��1R�LOOHJDO�GUXJ�ODEV�ZHUH
GHWHFWHG�LQ�*KDQD�LQ�WKH�\HDU������

'HPDQG�5HGXFWLRQ��7KH�1&%�ZRUNV�ZLWK�WKH�0LQLVWU\�RI�/RFDO�*RYHUQPHQW�DQG�5XUDO
'HYHORSPHQW�WR�HQFRXUDJH�PHPEHUV�RI�*KDQD
V�����GLVWULFW�DVVHPEOLHV�WR�LQFOXGH�QDUFRWLFV
SUHYHQWLRQ�LQ�WKHLU�HGXFDWLRQ�SURJUDPV��7R�GDWH��WKH�1&%�KDV�FRQGXFWHG�GUXJ�HGXFDWLRQ�SURJUDPV�LQ
���RI�WKH�GLVWULFW�DVVHPEOLHV��7KH�1&%�DOVR�ZRUNV�ZLWK�WKH�0LQLVWULHV�RI�+HDOWK�DQG�(GXFDWLRQ
WKURXJK�WKH�PLQLVWULHV
�UHSUHVHQWDWLYHV�RQ�WKH�%RDUG��'UXJ�SUHYHQWLRQ�HGXFDWLRQ�SURJUDPV��VXFK�DV�WKH
SURJUDP�WKH�1&%�KHOG�RQ�WKH�,QWHUQDWLRQDO�'D\�$JDLQVW�'UXJ�$EXVH�RQ�-XQH�����WDUJHW�WKH�JHQHUDO
SXEOLF�DV�ZHOO�DV�WKH�PLQLVWULHV�WKHPVHOYHV�

7KH�1&%�KDV�UHFHLYHG�FRRSHUDWLRQ�IURP�*KDQDLDQ�QHZVSDSHUV�LQ�SXEOLVKLQJ�QDPHV�DQG�SLFWXUHV�RI
DUUHVWHG�GUXJ�RIIHQGHUV��ZKLFK�WKH�1&%�KRSHV�ZLOO�LQFUHDVH�DZDUHQHVV�RI�WKH�UHSHUFXVVLRQV�RI�GUXJ
DFWLYLWLHV�

,Q�6HSWHPEHU�������WKH�1&%��LQ�FROODERUDWLRQ�ZLWK�WKH�8QLWHG�1DWLRQV�'UXJ�&RQWURO�3URJUDP
�81'&3��5HJLRQDO�2IILFH�IRU�:HVW�DQG�&HQWUDO�$IULFD��RUJDQL]HG�D�QDWLRQDO�ZRUNVKRS�RQ�GUXJ�DEXVH
LQ�*KDQD��,Q�2FWREHU�DQG�1RYHPEHU�������WKH�1&%�RUJDQL]HG�ZRUNVKRSV�WR�HGXFDWH�PHGLD�RQ
QDUFRWLFV�LVVXHV��DQG�WR�FRRUGLQDWH�ZLWK�1*2V�RQ�D�GUXJ�SUHYHQWLRQ�HGXFDWLRQ�DFWLRQ�SODQ�

:LWK�VFKRRO�DXWKRULWLHV��WKH�1&%�KDV�KHOSHG�HVWDEOLVK�GUXJ�IUHH�FOXEV�LQ�DOO�VHFRQGDU\�VFKRROV�WR�DSSO\
SHHU�SUHVVXUH�LQ�GUXJ�SUHYHQWLRQ�HGXFDWLRQ��,Q������WKH�0LQLVWU\�RI�(GXFDWLRQ��LQ�FRRSHUDWLRQ�ZLWK�WKH
1&%��SODFHG�GUXJ�SUHYHQWLRQ�HGXFDWLRQ�LQ�WKH�FXUULFXOXP�RI�DOO�VHFRQGDU\�VFKRROV�DQG�WHDFKHU�WUDLQLQJ



FROOHJHV��7KH�1&%�GLVWULEXWHV�OLWHUDWXUH��EURDGFDVWV�DQWLGUXJ�LQIRUPDWLRQ�RQ�WKH�UDGLR��DQG�GHOLYHUV
WDONV�DW�VFKRROV�QDWLRQZLGH�

7KH�6FKRRO�+HDOWK�(GXFDWLRQ�3URJUDP��6+(3��KDQGOHV�DOO�GUXJ�SUHYHQWLRQ�HGXFDWLRQ�LQ�*KDQDLDQ
VFKRROV��,Q�DGGLWLRQ��LQ������WKH�1&%�DQG�WKH�*KDQD�(GXFDWLRQ�6HUYLFH�IRUPHG�D�FRPPLWWHH�ZLWK
6+(3��VFKRRO�JXLGDQFH�FRXQVHOLQJ�XQLWV��DQG�WKH�ZHOIDUH�XQLW��WR�RYHUVHH�GUXJ�SUHYHQWLRQ�HGXFDWLRQ�
7UHDWPHQW�SURJUDPV�KDYH�ODJJHG�EHKLQG�SUHYHQWDWLYH�HGXFDWLRQ�DQG�HQIRUFHPHQW�GXH�WR�ODFN�RI
IXQGLQJ�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

8�6��*RDOV�2EMHFWLYHV��8�6��JRDOV�DUH��WR�VWUHQJWKHQ�*KDQDLDQ�ODZ�HQIRUFHPHQW�FDSDFLW\��WR
VWUHQJWKHQ�WKH�*KDQDLDQ�JRYHUQPHQW
V�DELOLW\�WR�LGHQWLI\��LQYHVWLJDWH��DQG�SURVHFXWH�QDUFRWLFV�UHODWHG
FULPH��DQG�WR�UHGXFH�*KDQD
V�UROH�DV�D�WUDQVLW�SRLQW�IRU�QDUFRWLFV�

%LODWHUDO�&RRSHUDWLRQ��$FFRPSOLVKPHQWV���8�6��&XVWRPV�SDUWLFLSDWHG�LQ�D�FRXQWHU�QDUFRWLFV�VXUYH\
ZLWK�'($�LQ�$SULO�������*KDQD�DQG�'($�FR�VSRQVRUHG�D�UHJLRQDO�DQWLQDUFRWLFV�FRXUVH�IRU�ODZ
HQIRUFHPHQW�RIILFHUV�LQ�0DUFK��,16�$FFUD�MRLQHG�'($�LQ�FRQGXFWLQJ�WKH�WUDLQLQJ��/DZ�HQIRUFHPHQW
RIILFHUV�IURP�*KDQD��7RJR��%HQLQ�DQG�&DPHURRQ�DWWHQGHG��,Q�6HSWHPEHU�WKH�8�6��DQG�*KDQD�VLJQHG�D
/HWWHU�RI�$JUHHPHQW�UHQHZLQJ�WKHLU�QDUFRWLFV�FRRSHUDWLRQ�DQG�FDOOLQJ�IRU�WKH�8�6��WR�SURYLGH��������
LQ�HTXLSPHQW�WR�VXSSRUW�WKH�1&%�LQ�LWV�HIIRUWV�WR�FRPEDW�QDUFRWLFV�LQ�*KDQD�

,Q�1RYHPEHU�������*KDQD
V�3ROLFH�&ULPLQDO�,QYHVWLJDWLYH�'LYLVLRQ��ZRUNLQJ�ZLWK�8�6��&XVWRPV�DQG
'($��DSSUHKHQGHG�WKH�*KDQDLDQ�OHDGHU�RI�DQ�(DVW�&RDVW�QDUFRWLFV�ULQJ��7KH�DOOHJHG�GUXJ�VPXJJOHU�LV
WKH�VXEMHFW�RI�DQ�H[WUDGLWLRQ�UHTXHVW�

*KDQD�KDV�DOVR�UHFHLYHG�WHFKQLFDO�HTXLSPHQW�IURP�WKH�*HUPDQ�JRYHUQPHQW�DQG�WKH�81'&3�WR�DLG�WKH
1&%
V�FRXQWHUQDUFRWLFV�DFWLYLWLHV�

7KH�5RDG�$KHDG��7KH�8�6��ZDQWV�WR�FRQWLQXH�LWV�SURGXFWLYH�UHODWLRQVKLS�ZLWK�WKH�*RYHUQPHQW�RI
*KDQD�WR�LPSURYH�*KDQD
V�QDUFRWLFV�LQWHUGLFWLRQ�DQG�LQYHVWLJDWLYH�FDSDELOLWLHV�

Iran

,��6XPPDU\

7KH�,VODPLF�5HSXEOLF�RI�,UDQ�LV�D�PDMRU�WUDQVLW�URXWH�IRU�RSLDWHV�VPXJJOHG�IURP�$IJKDQLVWDQ�DQG
WKURXJK�3DNLVWDQ�WR�WKH�3HUVLDQ�*XOI��7XUNH\��5XVVLD�DQG�(XURSH��7KHUH�LV�QR�HYLGHQFH�WKDW�QDUFRWLFV
WKDW�WUDQVLW�,UDQ�DUH�LQ�DQ�DPRXQW�VXIILFLHQW�WR�KDYH�D�VLJQLILFDQW�HIIHFW�RQ�WKH�8�6��DW�WKLV�WLPH��,UDQ�LV
QR�ORQJHU�D�PDMRU�GUXJ�SURGXFLQJ�FRXQWU\��$Q�H[WHQVLYH������8�6��VXUYH\�FRQFOXGHG�WKDW�WKH�DPRXQW
RI�RSLXP�SRSS\�FXOWLYDWLRQ�LQ�,UDQ�LV�QHJOLJLEOH��GRZQ�IURP�DQ�HVWLPDWHG�������KHFWDUHV�LQ�������$
IROORZ�XS�VXUYH\�LQ������UHDFKHG�WKH�VDPH�FRQFOXVLRQ��+RZHYHU��DV�WKH�3UHVLGHQW
V�1RYHPEHU�����
QRWLILFDWLRQ�WR�WKH�8�6��&RQJUHVV�RI�WKH�OLVW�RI�PDMRU�GUXJ�SURGXFLQJ�DQG�WUDQVLW�FRXQWULHV�VWDWHG��,UDQ�LV
D�FRXQWU\�RI�FRQFHUQ��$V�ZLWK�DOO�IRUPHU�SURGXFLQJ�FRXQWULHV��WKH�86*�FRQWLQXHV�WR�ZDWFK�FORVHO\�IRU
HYLGHQFH�RI�UHQHZHG�SRSS\�FXOWLYDWLRQ�RU�HYLGHQFH�WKDW�GUXJV�WUDQVLWLQJ�,UDQ�UHDFK�WKH�8�6� �LQ
VLJQLILFDQW�TXDQWLWLHV��7KH�*RYHUQPHQW�RI�,UDQ��*2,��KDV�LQIRUPHG�WKH�8QLWHG�1DWLRQV�,QWHUQDWLRQDO
'UXJ�&RQWURO�3URJUDP��81'&3��WKDW�,UDQ�KDV�D�JURZLQJ�GUXJ�DGGLFWLRQ�SUREOHP�DQG�ODFNV�WKH
UHVRXUFHV�WR�FRXQWHU�LW�

7KH�*2,�KDV�GHPRQVWUDWHG�D�VXVWDLQHG�SROLWLFDO�FRPPLWPHQW�WR�FRPEDW�QDUFRWLFV��,UDQ�KDV�EHHQ�LQ�WKH
IRUHIURQW�RI�HIIRUWV�E\�WKH�LQWHUQDWLRQDO�FRPPXQLW\�WR�FRPEDW�WKH�$IJKDQ�GUXJ�WUDGH��OHDGV�DOO�RWKHU
FRXQWULHV�LQ�WKH�UHJLRQ�LQ�GUXJ�VHL]XUHV�E\�D�ZLGH�PDUJLQ��DQG�KDV�ORVW�������ODZ�HQIRUFHPHQW
SHUVRQQHO�LQ�FODVKHV�ZLWK�GUXJ�WUDIILFNHUV��1R�RWKHU�FRXQWU\�KDV�WDNHQ�WKH�ILJKW�WR�WKH�$IJKDQ�GUXJ
WUDGH�WR�WKLV�H[WHQW��7KH�81'&3�RSHQHG�D�FRXQWU\�RIILFH�LQ�7HKUDQ�LQ�-XQH�������DQG�LQDXJXUDWHG�D
������PLOOLRQ�GUXJ�FRQWURO�SURMHFW�ZLWK�,UDQ��,UDQ�KDV�UHFHLYHG�DVVLVWDQFH�IURP�WKH�8QLWHG�.LQJGRP
DQG�*HUPDQ\�DQG�KDV�ELODWHUDO�FRXQWHUQDUFRWLFV�FRRSHUDWLRQ�DJUHHPHQWV�ZLWK����RWKHU�FRXQWULHV�

,UDQ�KDV�UDWLILHG�WKH������81�'UXJ�&RQYHQWLRQ��EXW�LWV�ODZV�GR�QRW�EULQJ�LW�FRPSOHWHO\�LQWR�FRQIRUPLW\
ZLWK�WKH�&RQYHQWLRQ��7KH�81'&3�LV�ZRUNLQJ�ZLWK�,UDQ�WR�PRGLI\�,UDQ
V�ODZV��WUDLQ�WKH�MXGLFLDU\��DQG
LPSURYH�WKH�FRXUW�V\VWHP�

,,��6WDWXV�RI�&RXQWU\

/DQG�URXWHV�DFURVV�,UDQ�FRQVWLWXWH�WKH�VLQJOH�ODUJHVW�FRQGXLW�IRU�6RXWKZHVW�$VLDQ�RSLDWHV�HQ�URXWH�WR
(XURSHDQ�PDUNHWV��(QWHULQJ�IURP�$IJKDQLVWDQ�DQG�3DNLVWDQ�LQWR�HDVWHUQ�,UDQ��KHURLQ��RSLXP��DQG
PRUSKLQH�DUH�VPXJJOHG�RYHUODQG��XVXDOO\�WR�7XUNH\�EXW�DOVR�WR�7XUNPHQLVWDQ��$UPHQLD��DQG



$]HUEDLMDQ��'UXJV�DUH�DOVR�VPXJJOHG�E\�VHD�DFURVV�WKH�3HUVLDQ�*XOI�

,UDQ�LV�QR�ORQJHU�D�PDMRU�GUXJ�SURGXFLQJ�FRXQWU\��$Q�H[WHQVLYH������8�6��VXUYH\�DQG�D������IROORZ�XS
VXUYH\�ERWK�FRQFOXGHG�WKDW�WKH�DPRXQW�RI�RSLXP�SRSS\�FXOWLYDWLRQ�ZDV�QHJOLJLEOH��GRZQ�IURP�DQ
HVWLPDWHG�������KHFWDUHV�LQ�������$FFRUGLQJ�WR�WKH�81'&3��WKHUH�DUH�QR�UHSRUWV�LQGLFDWLQJ�LOOLFLW
QDUFRWLFV�FXOWLYDWLRQ�LQ�,UDQ�

'UXJ�DGGLFWLRQ�LQ�,UDQ�LV�D�JURZLQJ�SUREOHP��,Q�������,UDQ�HVWLPDWHG�WKDW�WKH�QXPEHU�RI�GUXJ�DGGLFWV
ZDV�DSSUR[LPDWHO\�����PLOOLRQ��ZLWK�DQ�DGGLWLRQDO���������GUXJ�DEXVHUV��2EVHUYHUV�DVFULEH�WKH�*2,
V
PRUH�DJJUHVVLYH�DQWLGUXJ�SROLFLHV��DW�OHDVW�LQ�SDUW��WR�FRQFHUQ�RYHU�EXUJHRQLQJ�GUXJ�DGGLFWLRQ�DQG
UHODWHG�FULPH�SUREOHPV�LQ�PDMRU�,UDQLDQ�XUEDQ�FHQWHUV��$OWKRXJK�WKH�PRVW�FRPPRQ�GUXJV�RI�DEXVH�DUH
RSLXP�DQG�KDVKLVK� �WKH�81'&3�UHSRUWV�WKDW�WKH�XVH�RI�KHURLQ��LQFOXGLQJ�E\�LQMHFWLRQ��LV�LQFUHDVLQJ�LQ
,UDQ�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV

3ROLF\�,QLWLDWLYHV��7KH�81'&3�RSHQHG�D�FRXQWU\�RIILFH�LQ�7HKUDQ�LQ�-XQH�������7KH�81'&3�DQG
WKH�*2,�VLJQHG�DQ�DJUHHPHQW�IRU�D�IRXU�\HDU�SURMHFW�FDOOHG��12528=����1HZ�<HDU��LQ�)DUVL���7KH
SURMHFW�LV�EXGJHWHG�DW�������������E\�81'&3��DQG�VXSSRUWHG�E\�,UDQ�DW�WKH�OHYHO�RI������PLOOLRQ�SHU
\HDU��7KH�SURMHFW�KDV�IRXU�SDUWV��LQWHUGLFWLRQ��GHPDQG�UHGXFWLRQ��OHJDO�DVVLVWDQFH�DQG�UHIRUP��DQG
FRPPXQLW\�DZDUHQHVV��6LQFH�������WKH�*2,�KDV�EHWWHU�UHFRJQL]HG�WKH�PDJQLWXGH�RI�LWV�GRPHVWLF�GUXJ
DEXVH�SUREOHP�DQG�KDV�JLYHQ�FRXQWHUQDUFRWLFV�HIIRUWV�PRUH�UHVRXUFHV�DQG�KLJKHU�OHYHO�DWWHQWLRQ�

,Q�-DQXDU\�������,UDQ�KRVWHG�WKH�ILUVW�,QWHUQDWLRQDO�&RQIHUHQFH�RI�'UXJ�/LDLVRQ�2IILFHUV��ZKLFK�ZDV
DWWHQGHG�E\�UHSUHVHQWDWLYHV�RI�UHJLRQDO�DQG�(XURSHDQ�FRXQWULHV��DV�ZHOO�DV�&DQDGD�DQG�$XVWUDOLD��7KH
FRQIHUHQFH�DJUHHG�WR�HVWDEOLVK�D�UHJLRQDO�GUXJ�FRQWURO�LQIRUPDWLRQ�FHQWHU�LQ�7HKUDQ�

,UDQ�KDV�DVNHG�WKH�81'&3�DQG�LWV�PHPEHU�QDWLRQV�WR�VXSSRUW�,UDQ
V�FRXQWHUQDUFRWLFV�HIIRUWV�EHFDXVH
,UDQ
V�HIIRUWV�UHGXFH�WKH�IORZ�RI�GUXJV�WR�(XURSH��,Q�UHVSRQVH��WKH�8QLWHG�.LQJGRP�KDV�SURYLGHG
QHDUO\����PLOOLRQ�IRU�FRXQWHUQDUFRWLFV�DVVLVWDQFH�

/DZ�(QIRUFHPHQW�(IIRUWV��7KH�$QWLQDUFRWLFV�+HDGTXDUWHUV�FRRUGLQDWHV�WKH�GUXJ�UHODWHG�DFWLYLWLHV�RI
WKH�SROLFH��WKH�,VODPLF�5HYROXWLRQDU\�*XDUG�&RUSV��DQG�WKH�0LQLVWULHV�RI�,QWHOOLJHQFH�DQG�6HFXULW\�
+HDOWK��DQG�,VODPLF�*XLGDQFH�DQG�(GXFDWLRQ��,UDQ�FODLPV�WR�VSHQG�XS�WR������PLOOLRQ�DQQXDOO\�DJDLQVW
GUXJV�

,UDQ�SXUVXHV�DQ�DJJUHVVLYH�ERUGHU�LQWHUGLFWLRQ�HIIRUW��$�VHQLRU�,UDQLDQ�RIILFLDO�WROG�81'&3�WKDW�,UDQ
KDV�LQYHVWHG�DV�PXFK�DV������PLOOLRQ�LQ�D�V\VWHP�RI�EHUPV��FKDQQHOV��FRQFUHWH�GDPV��VHQWU\�SRLQWV��DQG
REVHUYDWLRQ�WRZHUV��DV�ZHOO�DV�D�URDG�DORQJ�WKH�HQWLUH�HDVWHUQ�ERUGHU��$FFRUGLQJ�WR�SUHVV�UHSRUWV��WKH
,UDQLDQ�JRYHUQPHQW�DOVR�LQWHQGV�WR�EXLOG�D�IHQFH�DORQJ�LWV�ERUGHU�ZLWK�$IJKDQLVWDQ��7KHUH�DUH
HQRUPRXV�RQ�JRLQJ�FRVWV�DVVRFLDWHG�ZLWK�WKHVH�SURMHFWV��7KLUW\�WKRXVDQG�ODZ�HQIRUFHPHQW�SHUVRQQHO
DUH�UHJXODUO\�GHSOR\HG�DORQJ�WKH�ERUGHU��DQG�,UDQ�UHSRUWV�WKDW�PRUH�������ODZ�HQIRUFHPHQW�RIILFLDOV
KDYH�EHHQ�NLOOHG�LQ�FODVKHV�ZLWK�KHDYLO\�DUPHG�VPXJJOHUV�GXULQJ�WKH�ODVW�WZR�GHFDGHV��,QWHUGLFWLRQ
HIIRUWV�E\�WKH�SROLFH�DQG�WKH�5HYROXWLRQDU\�*XDUGV�UHVXOWHG�LQ�QXPHURXV�GUXJ�VHL]XUHV��$FFRUGLQJ�WR
WKH�81'&3��,UDQLDQ�RIILFLDOV�VHL]HG���������NLORJUDPV�RI�LOOLFLW�GUXJV�LQ������DQG���������NLORJUDPV
RI�LOOLFLW�GUXJV�LQ�WKH�ILUVW�VL[�PRQWKV�RI�������GLVPDQWOLQJ�D�WRWDO�RI�������WUDIILFNLQJ�JURXSV�LQ�����
DQG�������,Q�DGGLWLRQ��DIWHU�WZR�\HDUV�RI�EXPSHU�FURSV�LQ�$IJKDQLVWDQ��RSLXP�VWRFNV�DUH�OLNHO\�WR�EH�DW
UHFRUG�OHYHOV��PDNLQJ�LW�XQOLNHO\�WKDW�GUXJV�ZLOO�VWRS�IORZLQJ�LQWR�,UDQ�LQ�ODUJH�DPRXQWV�

'UXJ�RIIHQVHV�DUH�XQGHU�WKH�MXULVGLFWLRQ�RI�WKH�5HYROXWLRQDU\�&RXUWV��3XQLVKPHQW�IRU�QDUFRWLFV
RIIHQVHV�LV�VHYHUH��ZLWK�GHDWK�VHQWHQFHV�SRVVLEOH�IRU�SRVVHVVLRQ�RI�PRUH�WKDQ����JUDPV�RI�KHURLQ�RU�ILYH
NLORJUDPV�RI�RSLXP��7KRVH�FRQYLFWHG�RI�OHVVHU�RIIHQVHV�PD\�EH�SXQLVKHG�ZLWK�LPSULVRQPHQW��ILQHV��RU
ODVKHV��DOWKRXJK�ODVKLQJ�LV�VDLG�WR�KDYH�EHHQ�XVHG�OHVV�LQ�WKH�ODVW�\HDU�RU�WZR��2IIHQGHUV�EHWZHHQ�WKH
DJHV�RI����DQG����DUH�DIIRUGHG�VRPH�OHQLHQF\��,UDQ�KDV�H[HFXWHG�PRUH�WKDQ��������QDUFRW LFV�WUDIILFNHUV
LQ�WKH�ODVW�GHFDGH��$FFRUGLQJ�WR�WKH�81'&3��,UDQLDQ�RIILFLDOV�PDGH���������GUXJ�UHODWHG�DUUHVWV
�LQFOXGLQJ�RQ�FKDUJHV�RI�GUXJ�DEXVH��LQ�������ZKLOH�WKH�QXPEHU�RI�SULVRQHUV�FRQYLFWHG�RQ�GUXJ�UHODWHG
FKDUJHV�ZDV���������DSSUR[LPDWHO\����SHUFHQW�RI�,UDQ
V�WRWDO�SULVRQ�SRSXODWLRQ��6RPH�KXPDQ�ULJKWV
JURXSV�DOOHJH�WKDW�WKH�JRYHUQPHQW�KDV�EHHQ�NQRZQ�WR�FKDUJH�LWV�SROLWLFDO�RSSRQHQWV�ZLWK�GUXJ�RIIHQVHV
IDOVHO\�DV�D�PHDQV�RI�QHXWUDOL]LQJ�WKHLU�SROLWLFDO�DFWLYLWLHV�

&RUUXSWLRQ��$OWKRXJK�WKHUH�LV�QR�LQGLFDWLRQ�WKDW�KLJK�JRYHUQPHQW�RIILFLDOV�DLG�RU�DEHW�QDUFRWLFV
WUDIILFNHUV��WKHUH�DUH�SHULRGLF�UHSRUWV�RI�FRUUXSWLRQ�DPRQJ�ORZHU�OHYHO�ODZ�HQIRUFHPHQW��ZKLFK�LV
FRQVLVWHQW�ZLWK�WKH�WUDQVLW�RI�PXOWLSOH�WRQ�GUXJ�VKLSPHQWV�DFURVV�,UDQ��3XQLVKPHQW�RI�FRUUXSWLRQ
DSSHDUV�WR�EH�KDUVK�

$JUHHPHQWV�DQG�7UHDWLHV��,UDQ�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��,WV�OHJLVODWLRQ�GRHV�QRW



EULQJ�LW�FRPSOHWHO\�LQWR�FRQIRUPLW\�ZLWK�WKH�&RQYHQWLRQ��SDUWLFXODUO\�LQ�WKH�DUHDV�RI�PRQH\�ODXQGHULQJ
DQG�FRQWUROOHG�GHOLYHULHV��7KH�81'&3�LV�ZRUNLQJ�ZLWK�,UDQ�WKURXJK�WKH�12528=�3URJUDP�WR�PRGLI\
LWV�ODZV��WUDLQ�WKH�MXGLFLDU\��DQG�LPSURYH�WKH�FRXUW�V\VWHP��,UDQ�LV�D�SDUW\�WR�WKH������81�6LQJOH
&RQYHQWLRQ��DQG�KDV�VLJQHG�ELODWHUDO�FRXQWHUQDUFRWLFV�DJUHHPHQWV�ZLWK�$]HUEDLMDQ��%DQJODGHVK��,QGLD�
.D]DNKVWDQ��.XZDLW��1LJHULD��3DNLVWDQ��4DWDU��5XVVLD��7XUNH\��DQG�7XUNPHQLVWDQ��,UDQ�KDV�VKRZQ�DQ
LQFUHDVLQJ�GHVLUH�WR�FRRSHUDWH�ZLWK�WKH�LQWHUQDWLRQDO�FRPPXQLW\�RQ�FRXQWHUQDUFRWLFV�PDWWHUV�DQG
UHFHQWO\�VLJQHG�VHSDUDWH�TXDGULSDUWLWH�028V�RQ�PRQH\�ODXQGHULQJ�DQG�GUXJ�FRQWURO�ZLWK�$UPHQLD�
*HRUJLD��DQG�81'&3�DV�ZHOO�DV�$]HUEDLMDQ��*HRUJLD��DQG�81'&3��,Q�-DQXDU\�������DFFRUGLQJ�WR
SUHVV�UHSRUWV��,UDQLDQ�DLUSRUW�RIILFLDOV�YLVLWHG�&\SUXV�WR�ORRN�LQWR�ZD\V�WR�FRQWURO�GUXJ�WUDIILFNLQJ�IURP
,UDQ�WR�&\SUXV��,UDQ�SDUWLFLSDWHV�ZLWK�WKH�81'&3�DQG�3DNLVWDQ�RQ�D�UHDVRQDEO\�VXFFHVVIXO�SURMHFW�WR
EROVWHU�GUXJ�LQWHUGLFWLRQ�HIIRUWV�RQ�WKH�,UDQ�3DNLVWDQ�ERUGHU��,UDQ�LV�D�PHPEHU�RI�WKH�WHQ�QDWLRQ
(FRQRPLF�&RRSHUDWLRQ�2UJDQL]DWLRQ��(&2���ZKLFK�HVWDEOLVKHG�D�FRXQWHUQDUFRWLFV�FHQWHU�DV�SDUW�RI�LWV
VHFUHWDULDW��,Q�0DUFK��WKH�, UDQLDQ�SHUPDQHQW�HQYR\�WR�WKH�81
V�&RPPLVVLRQ�RQ�1DUFRWLF�'UXJV��&1'�
ZDV�HOHFWHG�E\�D�ODUJH�PDMRULW\�WR�FKDLU�WKH�&RPPLVVLRQ�IRU�D�RQH�\HDU�WHUP��8QGHU�KLV�DEOH
FKDLUPDQVKLS��WKH�&RPPLVVLRQ�GHYHORSHG�D�UHSRUWLQJ�DQG�HYDOXDWLRQ�SURJUDP�WR�IROORZ�XS�RQ
FRPPLWPHQWV�PDGH�DW�WKH������81*$�6SHFLDO�6HVVLRQ�RQ�'UXJV��,UDQ�KDV�EHHQ�DFWLYH�SDUWLFLSDQW�RQ
FRXQWHUQDUFRWLFV�LVVXHV�WKURXJK�WKH�81
V��6L[�3OXV�7ZR��SURFHVV�RQ�$IJKDQLVWDQ��DQG�VLJQHG�WKH�6L[
3OXV�7ZR�5HJLRQDO�$FWLRQ�3ODQ�LQ�6HSWHPEHU��,UDQ�VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO
2UJDQL]HG�&ULPH�LQ�'HFHPEHU�������

&XOWLYDWLRQ�DQG�3URGXFWLRQ��$������8�6��VXUYH\�RI�RSLXP�SRSS\�FXOWLYDWLRQ�LQ�,UDQ�DQG�D�GHWDLOHG
PXOWL�DJHQF\�DVVHVVPHQW�FRQFOXGHG�WKDW�WKH�DPRXQW�RI�SRSS\�EHLQJ�JURZQ�LQ�,UDQ�LV�QHJOLJLEOH��7KH
VXUYH\�ORRNHG�DW�PRUH�WKDQ������PLOO LRQ�DFUHV�LQ�,UDQ
V�WUDGLWLRQDO�SRSS\�JURZLQJ�DUHDV��DQG�IRXQG�QR
SRSS\�FURSV�JURZLQJ�WKHUH��DOWKRXJK�WKH�VXUYH\�FRXOG�QRW�UXOH�RXW�WKH�SRVVLELOLW\�RI�VRPH�FXOWLYDWLRQ�LQ
UHPRWH�DUHDV��$�IROORZ�XS�VXUYH\�LQ������UHDFKHG�WKH�VDPH�FRQFOXVLRQ��7KLV�HYLGHQFH�WKDW�QR�SRSSLHV
DUH�EHLQJ�JURZQ�LV�FRQVLVWHQW�ZLWK�,UDQLDQ�FODLPV�DQG�HYLGHQFH�IURP�RWKHU�FRQFHUQHG�FRXQWULHV�DQG�WKH
81'&3�

8�6��RSLXP�FURS�HVWLPDWHV�ZHUH�D�PDMRU�IDFWRU�LQ�SODFLQJ�,UDQ�RQ�WKH�0DMRUV�/LVW�LQ�SUHYLRXV�\HDUV��,Q
������D�SUHYLRXV�VXUYH\�VKRZHG�������KHFWDUHV�XQGHU�FXOWLYDWLRQ��,UDQ�ZDV�UHPRYHG�IURP�WKH�0DMRUV
/LVW�LQ�������IROORZLQJ�WKH�VXUYH\�

'UXJ�)ORZ�7UDQVLW��6KLSPHQWV�RI�RSLDWHV�HQWHU�,UDQ�RYHUODQG�IURP�3DNLVWDQ�DQG�$IJKDQLVWDQ�E\
FDPHO��GRQNH\�RU�WUXFN�FDUDYDQV��RIWHQ�RUJDQL]HG�DQG�SURWHFWHG�E\�KHDYLO\�DUPHG�HWKQLF�%DOXFK
WULEHVPHQ�IURP�HLWKHU�VLGH�RI�WKH�IURQWLHU��2QFH�LQVLGH�,UDQ��ODUJH�VKLSPHQWV�DUH�HLWKHU�FRQFHDOHG
ZLWKLQ�RUGLQDU\�FRPPHUFLDO�WUXFN�FDUJRHV�RU�EURNHQ�GRZQ�LQWR�VPDOOHU�VXE�VKLSPHQWV��)RUHLJQ
HPEDVV\�REVHUYHUV�UHSRUW�WKDW�,UDQLDQ�LQWHUGLFWLRQ�HIIRUWV�KDYH�GLVUXSWHG�VPXJJOLQJ�FRQYR\V
VXIILFLHQWO\�WR�IRUFH�VPXJJOHUV�WR�FKDQJH�WDFWLFV�DQG�HPSKDVL]H�FRQFHDOPHQW��7KH�XVH�RI�KXPDQ�PXOHV
UHSRUWHGO\�LV�RQ�WKH�ULVH�

0RVW�RI�WKH�RSLDWHV�VPXJJOHG�LQWR�,UDQ�DUH�VPXJJOHG�WR�QHLJKERULQJ�FRXQWULHV�IRU�IXUWKHU�SURFHVVLQJ
DQG�WUDQVSRUWDWLRQ�WR�(XURSH��7XUNH\�LV�WKH�PDLQ�SURFHVVLQJ�GHVWLQDWLRQ�IRU�WKHVH�RSLDWHV��PRVW�RI
ZKLFK�DUH�ERXQG�IRU�FRQVXPSWLRQ�LQ�5XVVLD�DQG�(XURSH��(VWDEOLVKHG�WUDGH�DQG�VPXJJOLQJ�URXWHV�IURP
,UDQ�WKURXJK�7XUNPHQLVWDQ��$]HUEDLMDQ��DQG�$UPHQLD�SURYLGH�DOWHUQDWLYH�URXWHV�WR�5XVVLD�DQG�(XURSH
WKDW�E\SDVV�7XUNLVK�LQWHUGLFWLRQ�HIIRUWV��$GGLWLRQDOO\��GHVSLWH�WKH�ULVN�RI�VHYHUH�SXQLVKPHQW��PDULQH
WUDQVSRUW�LV�XVHG�WKURXJK�WKH�3HUVLDQ�*XOI�WR�WKH�QDWLRQV�RI�WKH�$UDELDQ�3HQLQVXOD��WDNLQJ�DGYDQWDJH�RI
PRGHUQ�WUDQVSRUWDWLRQ�DQG�FRPPXQLFDWLRQ�IDFLOLWLHV�DQG�D�ODLVVH]�IDLUH�FRPPHUFLDO�DWWLWXGH�LQ�WKDW
DUHD��$�VLJQLILFDQW��EXW�XQNQRZQ��TXDQWLW\�RI�RSLDWHV�VPXJJOHG�LQWR�,UDQ�UHPDLQ�WKHUH�IRU�GRPHVWLF
FRQVXPSWLRQ�E\�DQ�HVWLPDWHG�����PLOOLRQ�XVHUV�

'HPDQG�5HGXFWLRQ��7KH�*RYHUQPHQW�RI�,UDQ�HVWLPDWHV�WKH�QXPEHU�RI�GUXJ�DGGLFWV�DW�RYHU����
PLOOLRQ��ZLWK�DQ�DGGLWLRQDO���������GUXJ�DEXVHUV��+RZHYHU��D�SK\VLFLDQ�DQG�PHPEHU�RI�WKH�QDWLRQDO
FRPPLWWHH�DJDLQVW�$,'6�HVWLPDWHG�WKDW�WKHUH�DUH�����PLOOLRQ�DGGLFWV��81'&3�HVWLPDWHV�WKDW�����WR
WZR�SHUFHQW�RI�D�SRSXODWLRQ�RI����PLOOLRQ�KDV�D�VHULRXV�GUXJ�SUREOHP��1LQHW\�WKUHH�SHUFHQW�RI�WKHVH�DUH
PDOH��ZLWK�D�PHDQ�DJH�RI������\HDUV��SOXV�RU�PLQXV������\HDUV���DQG�����SHUFHQW�DUH�+,9�SRVLWLYH��,Q
WKH�SDVW��WKH�,VODPLF�5HSXEOLF�DWWDFNHG�LOOHJDO�DOFRKRO�XVH�ZLWK�PRUH�IHUYRU�WKDQ�GUXJ�DEXVH��DQG�ZDV
UHOXFWDQW�WR�GLVFXVV�GUXJ�SUREOHPV�RSHQO\��6LQFH�������SXEOLF�DZDUHQHVV�FDPSDLJQV�DQG�DWWHQWLRQ�E\
WZR�VXFFHVVLYH�,UDQLDQ�3UHVLGHQWV�DV�ZHOO�DV�FDELQHW�PLQLVWHUV�DQG�WKH�SDUOLDPHQW�KDYH�JLYHQ�GHPDQG
UHGXFWLRQ�D�VLJQLILFDQW�ERRVW��8QGHU�WKH�12528=�SODQ��WKH�*RYHUQPHQW�RI�,UDQ�VSHQW�PRUH�WKDQ����
PLOOLRQ�GROODUV�LQ�WKH�ILUVW�\HDU�IRU�GHPDQG�UHGXFWLRQ�DQG�FRPPXQLW\�DZDUHQHVV��7KH�3UHYHQWLRQ
'HSDUWPHQW�RI�,UDQ
V�6RFLDO�:HOIDUH�$VVRFLDWLRQ�UXQV����WUHDWPHQW�DQG�UHKDELOLWDWLRQ�FHQWHUV��DV�ZHOO
DV����RXW�SDWLHQW�WUHDWPHQW�SURJUDPV�LQ�DOO�PDMRU�FLWLHV��6RPH��������SHRSOH�DUH�WUHDWHG�SHU�\HDU��DQG
VRPH�SURJUDPV�KDYH�WKUHH�PRQWK�ZDLWLQJ�OLVWV��1DUFRWLFV�$QRQ\PRXV�DQG�RWKHU�VHOI�KHOS�SURJUDPV�FDQ
EH�IRXQG�LQ�DOPRVW�DOO�GLVWULFWV�DV�ZHOO�DQG�VHYHUDO�QRQJRYHUQPHQWDO�RUJDQL]DWLRQV�IRFXV�RQ�GUXJ
GHPDQG�UHGXFWLRQ��7KHUH�DUH�QR�PHWKDGRQH�WUHDWPHQW�RU�+,9�SUHYHQWLRQ�SURJUDPV��DOWKRXJK�+,9



LQIHFWLRQ�LQ�WKH�SULVRQ�SRSXODWLRQ�LV�D�VHULRXV�FRQFHUQ�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

,Q�WKH�DEVHQFH�RI�GLSORPDWLF�UHODWLRQV�ZLWK�,UDQ��WKH�8QLWHG�6WDWHV�RI�$PHULFD�KDV�QR�QDUFRWLFV
LQLWLDWLYHV�LQ�,UDQ��7KH�8QLWHG�6WDWHV�*RYHUQPHQW�FRQWLQXHV�WR�HQFRXUDJH�UHJLRQDO�FRRSHUDWLRQ�DJDLQVW
QDUFRWLFV�WUDIILFNLQJ��,UDQ�DQG�WKH�8�6��KDYH�H[SUHVVHG�VLPLODU�YLHZSRLQWV�RQ�LOOLFLW�GUXJV�DQG�WKH
UHJLRQDO�LPSDFW�RI�WKH�$IJKDQ�GUXJ�WUDGH��,Q�WKH�FRQWH[W�RI�PXOWLODWHUDO�VHWWLQJV�VXFK�DV�WKH�81
V�6L[
3OXV�7ZR�JURXS��WKH�8�6��DQG�,UDQ�ZRUNHG�WRJHWKHU�SURGXFWLYHO\��,UDQ�QRPLQDWHG�WKH�8�6��WR�EH
FRRUGLQDWRU�RI�WKH�6L[�3OXV�7ZR�FRXQWHUQDUFRWLFV�LQLWLDWLYH�

7KH�5RDG�$KHDG��7KH�*2,�KDV�GHPRQVWUDWHG�VXVWDLQHG�QDWLRQDO�SROLWLFDO�ZLOO�DQG�WDNHQ�VWURQJ
PHDVXUHV�DJDLQVW�LOOLFLW�QDUFRWLFV��LQFOXGLQJ�FRRSHUDWLRQ�ZLWK�WKH�LQWHUQDWLRQDO�FRPPXQLW\��,UDQ
V
DFWLRQV�VXSSRUW�WKH�JOREDO�HIIRUW�DJDLQVW�LQWHUQDWLRQDO�GUXJ�WUDIILFNLQJ��,UDQ
V�HIIRUW�WR�ZRUN�PRUH
FORVHO\�ZLWK�LWV�QHLJKERUV�WR�FRXQWHU�WKH�$IJKDQ�GUXJ�WUDGH�LV�DQRWKHU�SURPLVLQJ�GHYHORSPHQW�

Israel

,��6XPPDU\

,VUDHO�LV�QRW�D�VLJQLILFDQW�WUDIILFNHU�RU�SURGXFHU�RI�GUXJV��KRZHYHU�WKH�H[SDQGLQJ�VXSSO\�RI�GUXJV�LQ
,VUDHO�LV�D�VLJQLILFDQW�SUREOHP��,VUDHO�ZRUNV�FORVHO\�ZLWK�8�6��DJHQFLHV�LQ�FRPEDWLQJ�GUXJ�WUDIILFNLQJ�
2Q�$XJXVW����������,VUDHO�SDVVHG�OHJLVODWLRQ�WKDW�FULPLQDOL]HV�PRQH\�ODXQGHULQJ��FUHDWHV�SURFHGXUHV�IRU
FULPLQDO�DQG�FLYLO�IRUIHLWXUH�RI�WKH�SURFHHGV�RI�PRQH\�ODXQGHULQJ��LQWURGXFHV�UHSRUWLQJ�RI�WKH�WUDQVIHUV
RI�FXUUHQF\�LQWR�DQG�RXW�RI�,VUDHO��DQG�DXWKRUL]HV�WKH�LVVXDQFH�RI�UHJXODWLRQV�UHTXLULQJ�WKH�UHSRUWLQJ�RI
LUUHJXODU�WUDQVDFWLRQV�E\�,VUDHO�ILQDQFLDO�LQVWLWXWLRQV��,VUDHO�LV�QRZ�LQ�WKH�SURFHVV�RI�LPSOHPHQWLQJ
UHJXODWLRQV�WR�LPSOHPHQW�WKLV�QHZ�ODZ��,VUDHO�SODQV�WR�EHFRPH�D�SDUW\�WR�WKH������81�'UXJ
&RQYHQWLRQ�LQ�WKH�QHDU�IXWXUH�

,,��6WDWXV�RI�&RXQWU\

,VUDHO�LV�QRW�D�VLJQLILFDQW�WUDIILFNHU�RU�SURGXFHU�RI�GUXJV�RU�SUHFXUVRU�FKHPLFDOV��,QWHUQDOO\��WKH�GUXJ
PDUNHW�LV�H[SHULHQFLQJ�D�JURZLQJ�GHPDQG�DPRQJ�QHDUO\�DOO�VHFWRUV�RI�WKH�SRSXODWLRQ�DQG�DQ�H[SDQGLQJ
VXSSO\�RI�D�ZLGH�YDULHW\�RI�GUXJV�

,Q�-XQH������,VUDHO�ZDV�LQFOXGHG�LQ�WKH�DQQRXQFHPHQW�RI�QRQ�FRRSHUDWLYH�FRXQWULHV��SXEOLVKHG�E\�WKH
)LQDQFLDO�$FWLRQ�7DVN�)RUFH��)$7)���SULPDULO\�EHFDXVH�,VUDHO�DW�WKDW�WLPH�GLG�QRW�KDYH�D
FRPSUHKHQVLYH�OHJDO�PHFKDQLVP�IRU�ILJKWLQJ�PRQH\�ODXQGHULQJ��+RZHYHU�,VUDHO�LQ�$XJXVW�SDVVHG
PRQH\�ODXQGHULQJ�OHJLVODWLRQ��DQG�LV�QRZ�LQ�WKH�SURFHVV�RI�IRUPDOL]LQJ�UHJXODWLRQV�WR�LPSOHPHQW�WKH
QHZ�ODZ�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��7KH�$QWLGUXJ�$XWKRULW\��$'$��VHWV�,VUDHOL�GUXJ�SROLF\��DQG�KDV�IRFXVHG�LWV
LQLWLDWLYHV�RQ�FKLOGUHQ�DQG�\RXWK�DW�KLJK�ULVN�IRU�WKH�SDVW�VHYHUDO�\HDUV��,WV�EXGJHW�KDV�UHPDLQHG
DSSUR[LPDWHO\������PLOOLRQ�GXULQJ�WKLV�WLPH��7KH�$'$�FRQWLQXHV�WR�FRRUGLQDWH�WKH�DFWLYLWLHV�RI�WKH
PLQLVWULHV�UHVSRQVLEOH�IRU�YDULRXV�DQWLGUXJ�LQLWLDWLYHV��(GXFDWLRQ��+HDOWK��/DERU�DQG�6RFLDO�$IIDLUV�
,QWHULRU��-XVWLFH�,QWHUQDO�6HFXULW\���DQG�UHSRUWV�GLUHFWO\�WR�WKH�3ULPH�0LQLVWHU��7KH�$'$�UHPDLQV
FRQFHUQHG�DERXW�WKH�H[SDQGLQJ�VXSSO\�RI�GUXJV��LQFOXGLQJ�PDULMXDQD��DPSKHWDPLQHV�DQG�WKHLU
GHULYDWLYHV��DV�ZHOO�DV�KHURLQ��FRFDLQH�DQG�/6'�

,VUDHO�FRQWLQXHV�WR�ZRUN�FORVHO\�ZLWK�WKH�8�6��'($�DQG�8�6��&XVWRPV�RIILFLDOV��7KLV�\HDU�WKH�,VUDHOL
&XVWRPV�$XWKRULW\�H[SDQGHG�LWV�UHVSRQVLELOLW\�RYHU�QDUFRWLFV�UHODWHG�HQIRUFHPHQW�DFWLYLWLHV��DQG
LQLWLDWHG�QHZ�WUDLQLQJ�IRU�LWV�RIILFHUV�RQ�FRQGXFWLQJ�GUXJ�VHDUFKHV�

$FFRPSOLVKPHQWV��,VUDHO
V�SDVVLQJ�RI�PRQH\�ODXQGHULQJ�OHJLVODWLRQ�ZDV�D�NH\�DFFRPSOLVKPHQW�LQ
������$V�RI�'HFHPEHU�������,VUDHO�SROLFH�KDYH�IRUPDOL]HG�UHJXODWLRQV�UHJDUGLQJ�UHSRUWLQJ�PHFKDQLVPV�
DQG�ZH�H[SHFW�EDQNLQJ�UHJXODWLRQV�WR�EH�ILQDOL]HG�LQ�FRPLQJ�ZHHNV��,VUDHO�LV�DOVR�LQ�WKH�SURFHVV�RI
VHWWLQJ�XS�D�0RQH\�/DXQGHULQJ�$XWKRULW\��WR�LQFOXGH�D�)LQDQFLDO�,QWHOOLJHQFH�8QLW���ZKLFK�ZLOO
FRRUGLQDWH�LQIRUPDWLRQ�DQG�DFWLYLWLHV�ZLWK�,VUDHOL�SROLFH��FXVWRPV��EDQNV�DQG�DOO�RWKHU�UHOHYDQW�HQWLWLHV�

/DZ�(QIRUFHPHQW�(IIRUWV��6RPH��������GUXJ�UHODWHG�ILOHV�ZHUH�RSHQHG�E\�WKH�,VUDHOL�SROLFH�GXULQJ
WKH�ILUVW�WHQ�PRQWKV�RI�������D�PRUH�WKDQ����SHUFHQW�ULVH�RYHU�WKH�VDPH�SHULRG�WKH�SUHYLRXV�\HDU��7KH
QXPEHU�RI�GUXJ�UHODWHG�DUUHVWV�GXULQJ�WKH�ILUVW�WHQ�PRQWKV�RI������URVH�VL[�SHUFHQW�RYHU�WKH�VDPH
SHULRG�ODVW�\HDU�WR��������6LQFH�WKH�PLG�����V�GUXJ�ILOHV�KDYH�DFFRXQWHG�IRU�DERXW�IRXU�SHUFHQW�RI�DOO



FULPLQDO�ILOHV��,Q�WKH�ODVW�GHFDGH�WKH�QXPEHU�RI�ILOHV�LQYROYLQJ�GUXJ�FULPHV�LQFUHDVHG�����SHUFHQW�IURP
VRPH�������ILOHV�LQ������WR�QHDUO\��������ILOHV�LQ�������7KH�,VUDHOL�SROLFH�UHSRUW�WKDW�PRVW�GUXJ
FULPLQDOV�DUH�PDOHV�EHWZHHQ�WKH�DJHV�RI����WR�����VRPH����SHUFHQW�DUH�QRQ�-HZV�DQG�WKH�UHPDLQLQJ�WHQ
SHUFHQW�DUH�ZRPHQ�

7KLV�\HDU�,VUDHO�VHL]HG�VRPH���������HFVWDV\�WDEOHWV��GRZQ�IURP�ODVW�\HDU
V����������EXW�PRUH�WKDQ
GRXEOH�WKH�QXPEHU�RI�WDEOHWV�VHL]HG�LQ�������6HL]XUHV�RI�FDQQDELV�ZHUH�XS�WR���������NLORJUDPV�GXULQJ
WKH�ILUVW�WHQ�PRQWKV�RI�������FRPSDUHG�WR�������GXULQJ�WKH�ILUVW�WHQ�PRQWKV�RI�������6HL]XUHV�RI
FRFDLQH�LQ�,VUDHO�WKLV�\HDU�GURSSHG�WR�DERXW�����NLORJUDPV�DV�FRPSDUHG�WR����NLORJUDPV�LQ��������0RUH
WKDQ����NLORJUDPV�RI�FRFDLQH�ZHUH�VHL]HG�LQ�RWKHU�FRXQWULHV�HQ�URXWH�WR�,VUDHO��DFFRUGLQJ�WR�,VUDHOL
SROLFH���6RPH�������EORWWHUV�RI�/6'�ZHUH�VHL]HG�WKLV�\HDU��VLPLODU�WR�WKH�������VHL]HG�ODVW�\HDU��7KH
DXWKRULWLHV�VHL]HG������NLORJUDPV�RI�KHURLQ�GXULQJ�WKH�ILUVW�WHQ�PRQWKV�RI�������FRPSDUHG�WR������
NLORJUDPV�LQ�WKH�ILUVW�WHQ�PRQWKV�RI������

&RUUXSWLRQ��,VUDHO�KDV�QR�FDVHV�RI�JRYHUQPHQW�FRUUXSWLRQ�LQ�QDUFRWLFV�LVVXHV��QRU�LV�WKHUH�DQ\�H[SOLFLW
RU�LPSOLFLW�RIILFLDO�VXSSRUW�IRU�QDUFRWLFV�UHODWHG�DFWLYLWLHV��,VUDHO�GRHV�QRW�KDYH�OHJLVODWLRQ�IRU�SXEOLF
FRUUXSWLRQ�UHODWLQJ�WR�QDUFRWLFV�SHU�VH��EXW�SXQLVKHV�FRUUXSWLRQ�LQ�DOO�JRYHUQPHQW�PDWWHUV�ZKHQ�SURYHQ�

$JUHHPHQWV�DQG�7UHDWLHV��,Q������,VUDHO�DQG�WKH�8�6��VLJQHG�D�0HPRUDQGXP�RI�8QGHUVWDQGLQJ
FDOOLQJ�IRU�ELODWHUDO�FRRSHUDWLRQ�WR�FRPEDW�LOOLFLW�QDUFRWLFV�WUDIILFNLQJ�DQG�DEXVH��$�'XDO�7D[DWLRQ
7UHDW\�HQWHUHG�LQWR�IRUFH�EHWZHHQ�WKH�8�6��DQG�,VUDHO�LQ�������ZKLFK�JUDQWV�8�6��WD[�DXWKRULWLHV�OLPLWHG
DFFHVV�WR�EDQN�DFFRXQW�LQIRUPDWLRQ��$�FXVWRPV�PXWXDO�DVVLVWDQFH�DJUHHPHQW�DQG�D�PXWXDO�OHJDO
DVVLVWDQFH�WUHDW\�DUH�DOVR�LQ�IRUFH�EHWZHHQ�,VUDHO�DQG�WKH�8�6��2Q�'HFHPEHU�����������,VUDHO�VLJQHG�WKH
81�&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO�2UJDQL]HG�&ULPH�LQ�3DOHUPR��,WDO\��,VUDHO�KDV�DFFHGHG�WR�WKH
(XURSHDQ�&RQYHQWLRQ�RQ�0XWXDO�/HJDO�$VVLVWDQFH�LQ�&ULPLQDO�0DWWHUV�DQG�LV�D�SDUW\�WR�WKH������81
&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV�DQG�WKH������6LQJOH�&RQYHQWLRQ�RQ�1DUFRWLFV�DQG�LWV�����
3URWRFROV��,VUDHO�LV�RQH�RI����SDUWLHV�WR�WKH�(XURSHDQ�7UHDW\�RQ�([WUDGLWLRQ�DQG�KDV�VHSDUDWH
H[WUDGLWLRQ�WUHDWLHV�ZLWK�VHYHUDO�RWKHU�FRXQWULHV��LQFOXGLQJ�WKH�8�6��8QGHU�D������ODZ��DQ�,VUDHOL�FLWL]HQ
ZKR�LV�GHHPHG�D��UHVLGHQW��RI�,VUDHO�DW�WKH�WLPH�RI�WKH�H[WUDGLWLRQ�UHTXHVW�PD\�EH�H[WUDGLWHG�IRU�WULDO
DEURDG�RQO\�LI�WKH�VWDWH�VHHNLQJ�H[WUDGLWLRQ�SURPLVHV�LQ�DGYDQFH�WR�UHWXUQ�WKH�SHUVRQ�WR�,VUDHO�WR�VHUYH
DQ\�VHQWHQFH�LPSRVHG��,VUDHO�LV�SDUW\�WR�D�QXPEHU�RI�RWKHU�ELODWHUDO�DQG�PXOWLODWHUDO�DJUHHPHQWV�WKDW
WKURXJK�XQUHODWHG�LVVXHV�DOORZ�IRU�H[WUDGLWLRQ�DQG�DVVHW�VHL]XUH��,VUDHO�FRRSHUDWHV�ZLWK�81'&3��,VUDHO
KDV�VLJQHG�EXW�KDV�QRW�UDWLILHG�WKH������81�'UXJ�&RQYHQWLRQ��,VUDHO�QRZ�KDV�OHJLVODWLRQ�LQ�SODFH�IRU
HDFK�RI�WKH����SULQFLSDO�HOHPHQWV�RI�WKH�&RQYHQWLRQ�

&XOWLYDWLRQ�3URGXFWLRQ��,VUDHOL�SROLFH�UHSRUW�WKDW�PDULMXDQD�LV�FXOWLYDWHG�ORFDOO\�LQ�,VUDHO�DQG�GUXJV
DUH�SURGXFHG�LQ�FODQGHVWLQH�ODERUDWRULHV�LQ�OLPLWHG�TXDQWLWLHV��7KH�DPRXQW�FXOWLYDWHG�RU�SURGXFHG
ORFDOO\�KDV�RQO\�D�PDUJLQDO�LPSDFW�RQ�WKH�ORFDO�GUXJ�PDUNHW��DQG�QR�SURYHQ�LPSDFW�RQ�WKH�8�6�

'UXJ�)ORZ�7UDQVLW��0RVW�RI�WKH�GUXJV�WKDW�DUH�LPSRUWHG�WR�,VUDHO�DUH�FRQVXPHG�LQ�,VUDHO��7KUHH�WRQV
RI�PDULMXDQD��ZKLFK�KDG�WUDQVLWHG�,VUDHO�IURP�6RXWK�$IULFD�WR�5RPDQLD��ZHUH�VHL]HG�LQ�������7KH
,VUDHOL�SROLFH�KDYH�QR�DGGLWLRQDO�LQIRUPDWLRQ�WR�LQGLFDWH�,VUDHO�KDV�DFWHG�DV�D�GUXJ�WUDQVLW�SRLQW�WKLV
\HDU��7KH�PDLQ�FRXQWULHV�WKDW�SURYLGH�LOOLFLW�QDUFRWLFV�WR�,VUDHO�LQFOXGH�-RUGDQ��KHURLQ��HFVWDV\�
FRFDLQH���/HEDQRQ��KHURLQ��FDQQDELV���(J\SW��PDULMXDQD���,QGLD�DQG�7XUNH\��6RXUFH�DQG�WUDQVLW
FRXQWULHV�DOVR�LQFOXGH�$VLD��(XURSH��6RXWK�$PHULFD�DQG�WKH�8QLWHG�6WDWHV��,VUDHOL�SROLFH�LQGLFDWH�WKDW
,VUDHOLV�SOD\�D�PDMRU�UROH�LQ�LQWHUQDWLRQDO�GUXJ�WUDIILFNLQJ�QHWZRUNV�LQ�VRXUFH��WUDQVLW�DQG�GLVWULEXWLRQ
FRXQWULHV�

$PSKHWDPLQHV�DQG�WKHLU�GHULYDWLYHV��RULJLQDWLQJ�SULPDULO\�IURP�WKH�1HWKHUODQGV��DUH�WKH�PRVW
SUHYDOHQW �GUXJV�LQ�,VUDHO��7KH�PRVW�ZLGHO\�XVHG�GHULYDWLYH�LV�0'0$��HFVWDV\���ZKLFK�LV�JHQHUDOO\
PDUNHWHG�LQ�WKH�IRUP�RI�D�FDSVXOH�RU�WDEOHW�EHDULQJ�YDULRXV�LPSULQWV��RU�RFFDVLRQDOO\�LQ�WKH�IRUP�RI
SRZGHU���7KH�GUXJ�LV�ZLGHO\�XVHG�DW��DFLG�SDUWLHV��ZKLFK�KDYH�EHFRPH�SRSXODU�DPRQJ�,VUDHOL�\RXWKV�
7KH�DYDLODELOLW\�RI�DPSKHWDPLQHV�RQ�WKH�,VUDHOL�PDUNHW�LV�HVWLPDWHG�WR�EH�LQ�WKH�PLOOLRQV�RI�WDEOHWV��WKH
SULFH�RI�DQ�HFVWDV\�WDEOHW�UDQJHV�IURP���������

7KH�VXSSO\�RI�PDULMXDQD��SULPDULO\�IURP�(J\SW��KDV�LQFUHDVHG�LQ�,VUDHO��DQG�LV�PHDVXUHG�E\�WHQV�RI
WRQV��7KH�SULFH�RI�����JUDPV�RI�PDULMXDQD�LV����������DQG�LW�LV�����������SHU�NLORJUDP��+DVKLVK�XVH
KDV�VWHDGLO\�GHFUHDVHG��,VUDHOL�SROLFH�VD\�WKLV�LV�SUREDEO\�WKH�UHVXOW�RI�UHGXFWLRQ�LQ�KDVKLVK�FXOWLYDWLRQ
LQ�/HEDQRQ�GXH�WR�LQWHUQDWLRQDO�SUHVVXUH�WR�GHVWUR\�WKH�FURSV��7KH�KDVKLVK�PDUNHW�LQ�,VUDHO�LV�PHDVXUHG
LQ�KXQGUHGV�RI�NLORJUDPV�

+HURLQ�LV�ZLGHO\�DYDLODEOH�LQ�,VUDHO��PRVWO\�WUDQVLWLQJ�IURP�-RUGDQ��DOVR�IURP�/HEDQRQ�DQG�(J\SW��
DOWKRXJK�WKHUH�KDV�EHHQ�D�GHFUHDVH�LQ�WKH�TXDQWLWLHV�VHL]HG�WKXV�IDU�WKLV�\HDU�������NLORJUDPV�DV
FRPSDUHG�WR�������NLORJUDPV�LQ��������7KH�KHURLQ�PDUNHW�LV�PHDVXUHG�LQ�WRQV��DQG�SULFHV�UDQJH�IURP
��������IRU�D�GRVH����������IRU�D�JUDP� �DQG�����������������IRU�D�NLORJUDP��,VUDHOL�SROLFH�LQGLFDWH�WKDW



-RUGDQ�KDV�EHFRPH�DQ�LPSRUWDQW�WUDQVLW�FRXQWU\�IRU�KHURLQ�WUDIILFNHG�IURP�/HEDQRQ�DQG�7XUNH\�YLD
6\ULD��EXW�WKLV�KHURLQ�JRHV�WR�(XURSH��7KHUH�LV�QR�HYLGHQFH�WKDW�VLJQLILFDQW�DPRXQWV�RI�KHURLQ
WUDIILFNHG�WKURXJK�,VUDHO�UHDFK�WKH�8�6�

&RFDLQH�LV�ZLGHO\�DYDLODEOH�RQ�WKH�,VUDHOL�PDUNHW��PHDVXUHG�LQ�WRQV���DQG�LV�LPSRUWHG�IURP�VRXUFH
FRXQWULHV�LQ�6RXWK�$PHULFD��3HUX��%ROLYLD�DQG�&RORPELD��DQG�IURP�WUDQVLW�FRXQWULHV�LQ�6RXWK�DQG
&HQWUDO�$PHULFD��0H[LFR��&KLOH��%UD]LO��9HQH]XHOD��DQG�3DUDJXD\��DV�ZHOO�DV�IURP�(XURSH�DQG�WKH�8�6�
7KH�SULFH�RI�D�JUDP�UDQJHV�IURP����������DQG�D�NLORJUDP�FRVWV�����������������

/6'�KDV�EHFRPH�PRUH�SRSXODU�LQ�,VUDHO�RYHU�WKH�SDVW�GHFDGH��DQG�LV�PHDVXUHG�LQ�WHQV�RI�WKRXVDQGV�RI
/6'�VTXDUHV��7KH�SULFH�RI�/6'�LV���������SHU�EORWWHU��RU�����IRU�D�PLFUR�WDEOHW��$Q�H[SHQVLYH�GUXJ
XVHG�E\�D�VPDOO�VHFWRU�RI�WKH�SRSXODWLRQ��WKH�RSLXP�PDUNHW�LV�PHDVXUHG�LQ�WHQV�RI�NLORJUDPV�

'RPHVWLF�&RQVXPSWLRQ�RI�,OOLFLW�'UXJV��7KH�,VUDHOL�SROLFH�HVWLPDWH�WKDW�WKH�,VUDHOL�GUXJ�PDUNHW�LV
YDOXHG�DW�ELOOLRQV�RI�GROODUV�SHU�\HDU��,Q�������WKH�SROLFH�HVWLPDWHG�WKH�VL]H�RI�WKH�,VUDHOL�GUXJ�PDUNHW
IRU������DV����WRQV�RI�PDULMXDQD��ILYH�WRQV�RI�KHURLQ��WZR�WR�WKUHH�WRQV�RI�FRFDLQH��PLOOLRQV�RI
DPSKHWDPLQH�WDEOHWV�DQG�WHQV�RI�WKRXVDQGV�RI�/6'�EORWWHUV�

'RPHVWLF�3URJUDPV��7KH�,VUDHO�$QWLGUXJ�$XWKRULW\��$'$��ZRUNV�LQ�WKH�DUHDV�RI�SUHYHQWLRQ�
HGXFDWLRQ��SXEOLF�DZDUHQHVV��WUHDWPHQW�DQG�UHKDELOLWDWLRQ��ODZ�HQIRUFHPHQW��FRPPXQLW\�GHYHORSPHQW�
UHVHDUFK�DQG�LQIRUPDWLRQ��SHUVRQQHO�WUDLQLQJ��DQG�HQFRXUDJHPHQW�RI�1*2V��7KH�$'$�IRFXVHV�RQ
\RXWK�DQG�VROGLHUV��WKURXJK�WKH�0LQLVWU\�RI�(GXFDWLRQ��ORFDO�DXWKRULWLHV��WKH �PHGLD�DQG�SDUHQWV��<RXWK
JURXSV�FRQVLGHUHG�DW�KLJKHVW�ULVN�DUH�QHZ�LPPLJUDQWV�IURP�WKH�IRUPHU�6RYLHW�8QLRQ��(WKLRSLD�DQG�WKH
$UDE�VHFWRU��DFFRUGLQJ�WR�WKH�$'$���5DYH�FXOWXUH��LV�JDLQLQJ�VWUHQJWK�LQ�,VUDHO�

7KH�$'$
V�PDLQ�SUHYHQWLRQ�PHWKRGV�DUH�FUHDWLQJ�DZDUHQHVV�RI�WKH�ULVNV�RI�GUXJ�XVH�DQG�SURYLGLQJ
SURJUDPV�WR�KHOS��DW�ULVN��\RXWK�WKURXJK�SHHU�FRXQVHOLQJ��VSRUWV��WUDYHO�DQG�RWKHU�SURJUDPV��7KH�$'$
KDV�PRGLILHG�LWV�SURJUDPV�WR�PHHW�VSHFLILF�FXOWXUDO�DQG�HGXFDWLRQDO�QHHGV�RI�PLQRULWLHV�DQG�QHZ
LPPLJUDQWV��,W�IRFXVHV�RQ�\RXWKV�ERWK�LQ�WKH�RIILFLDO�HGXFDWLRQDO�V\VWHP�DQG�LQ�,VUDHO
V�PDQ\�\RXWK
PRYHPHQWV��FHQWHUV��DQG�VSRUWV�FOXEV��DV�ZHOO�DV�WKH�$UP\��7KH�$'$�DOVR�FRRUGLQDWHV�GUXJ�UHODWHG
SURJUDPV�RI�WKH�0LQLVWU\�RI�(GXFDWLRQ�DQG�WKH�0LQLVWU\�RI�/DERU�6RFLDO�$IIDLUV��DV�ZHOO�DV�WKURXJKRXW
WKH�1*2�FRPPXQLW\�

$FFRUGLQJ�WR�WKH�$'$��WKHUH�DUH���������GUXJ�XVHUV��IURP�FDVXDO�WR�KDUG�FRUH�DGGLFWV�IRU�DOO�W\SHV�RI
GUXJV��LQ�,VUDHO��2I�WKRVH��DQ�HVWLPDWHG��������DUH�KHURLQ�DGGLFWV�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

3ROLF\�,QLWLDWLYHV��7KH�8�6��FRQWLQXHV�WR�DLP�WR�DVVLVW�,VUDHO�LQ�EXLOGLQJ�D�VHOI�VXVWDLQLQJ�GUXJ
LQWHUGLFWLRQ�IRUFH�DQG�IRVWHU�UHJLRQDO�FRRSHUDWLRQ�ZLWK�,VUDHO
V�QHLJKERUV�RQ�DQWLGUXJ�LVVXHV�

%LODWHUDO�&RRSHUDWLRQ��7KHUH�LV�H[FHOOHQW�RQJRLQJ�FRRSHUDWLRQ�EHWZHHQ�WKH�86*�DQG�,VUDHO�RQ�WKH
H[FKDQJH�RI�UHFRUGV�LQ�FRQQHFWLRQ�ZLWK�QDUFRWLFV�LQYHVWLJDWLRQV�DQG�SURFHHGLQJV��8�6��'($�RIILFLDOV�LQ
&\SUXV�UHSRUW�WKDW�WKHLU�,VUDHOL�FRXQWHUSDUWV�NHHS�JRRG�UHFRUGV�RQ�QDUFRWLFV�UHODWHG�LVVXHV�DQG�DOZD\V
VKDUH�WKHP�ZLWK�WKH�86*��8�6��&XVWRPV�RIILFLDOV�LQ�5RPH�FRQFXU�WKDW�,VUDHOL�DXWKRULWLHV�DUH�IXOO\
FRRSHUDWLYH�ZLWK�&XVWRPV�LQYHVWLJDWLRQV�

7KH�5RDG�$KHDG��$V�,VUDHO�KDV�SDVVHG�PRQH\�ODXQGHULQJ�OHJLVODWLRQ�WKLV�\HDU��LW�KDV�FOHDUHG�WKH�ODVW
LPSHGLPHQW�SUHYHQWLQJ�LW�IURP�UDWLI\LQJ�WKH������81�'UXJ�&RQYHQWLRQ��ZKLFK�LW�SODQV�WR�GR�LQ�WKH
QHDU�IXWXUH��,VUDHO
V�$QWLGUXJ�$XWKRULW\�ZLOO�FRQWLQXH�WR�IRFXV�RQ�SUHYHQWLRQ�ZLWKLQ�WKH�\RXWK�VHJPHQW
RI�WKH�SRSXODWLRQ��,VUDHOL�&XVWRPV�DXWKRULWLHV�SODQ�WR�H[SDQG�WKH�QXPEHU�RI�GUXJ�VQLIILQJ�GRJV�LQ�����
DV�SDUW�RI�WKH�FRXQWU\
V�RYHUDOO�HIIRUW�WR�LPSURYH�GUXJ�LQWHUGLFWLRQ�RQ�LWV�ERUGHUV�DQG�ZLWKLQ�LWV�SRUWV�RI
HQWU\�

Jordan
,��6XPPDU\

-RUGDQ
V�GRPHVWLF�GUXJ�DEXVH�SUREOHP�UHPDLQV�VPDOO�GXH�SULQFLSDOO\�WR�WKH�DFWLYH�HQIRUFHPHQW�RI
H[LVWLQJ�ODZV��DQG�WKH�FXOWXUDO�DQG�UHOLJLRXV�QRUPV�ZKLFK�KHOS�OLPLW�WKH�XVH�RI�LOOHJDO�GUXJV��-RUGDQ
UHPDLQV��KRZHYHU��D�WUDQVLW�FRXQWU\�RZLQJ�WR�LWV�SLYRWDO�ORFDWLRQ�EHWZHHQ�GUXJ�SURGXFLQJ�FRXQWULHV�WR
WKH�QRUWK��DQG�GUXJ�FRQVXPLQJ�FRXQWULHV�WR�WKH�VRXWK�DQG�ZHVW�

&RRSHUDWLRQ�EHWZHHQ�QHLJKERULQJ�FRXQWULHV��SDUWLFXODUO\�/HEDQRQ�DQG�6\ULD�LV�RQJRLQJ�DQG�VWURQJ�
&RRSHUDWLRQ�ZLWK�,VUDHO�FRQWLQXHV��EXW�-RUGDQ�KRSHV�IRU�D�PRUH�FRPSUHKHQVLYH�DQG�FRRSHUDWLYH
DJUHHPHQW��+DVKLVK�DEXVH�UHPDLQV�RQ�WKH�GHFOLQH�GXH�ODUJHO\�WR�HUDGLFDWLRQ�HIIRUWV�DQG�WRXJK



HQIRUFHPHQW�IURP�/HEDQRQ��ZKHUH�WKH�GUXJ�UHSRUWHGO\�RULJLQDWHV��-RUGDQLDQ�RIILFLDOV�DQQRXQFHG�D
WKUHH�\HDU�QDWLRQDO�VWUDWHJ\�WR�FRPEDW�GUXJV�RI�DEXVH�LQ�'HFHPEHU�������-RUGDQ�LV�D�SDUW\�WR�WKH�����
81�'UXJ�&RQYHQWLRQ�DQG�ORRNV�IRUZDUG�WR�LQFUHDVHG�VXSSRUW�IURP�WKH�(XURSHDQ�8QLRQ�DQG�WKH
8QLWHG�6WDWHV�WR�LPSURYH�LWV�HQIRUFHPHQW�FDSDELOLWLHV�

,,��6WDWXV�RI�&RXQWU\

1R�REYLRXV�LQGLFDWRUV�VXJJHVW�WKDW�-RUGDQ
V�VWDWXV�ZLOO�FKDQJH�IURP�D�QDUFRWLFV�WUDQVLW�FRXQWU\�WR�D
QDUFRWLFV�SURGXFLQJ�FRXQWU\�LQ�WKH�IRUHVHHDEOH�IXWXUH��6HL]XUH�VWDWLVWLFV�DQG�UHSRUWHG�GUXJ�XVH�DSSHDU�WR
VXSSRUW�WKLV�DVVHVVPHQW�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��,Q�'HFHPEHU�������-RUGDQLDQ�RIILFLDOV�DQQRXQFHG��7KH�1DWLRQDO�3ODQ�7R�&RPEDW
'UXJV�$QG�3V\FKRWURSLF�6XEVWDQFHV���D�JRYHUQPHQW�ZLGH�SURMHFW�VFKHGXOHG�WR�UXQ�WKURXJK�������7KH
HVWLPDWHG�EXGJHW�RI�WKH�SURMHFW�LV�8�6��������PLOOLRQ��$FWLYLWLHV�GXULQJ�WKH�SDVW�\HDU�FRQVLVWHG�PDLQO\
RI�PHHWLQJV�WR�GLVFXVV�GHPDQG�UHGXFWLRQ�DQG�ODZ�HQIRUFHPHQW�GUXJ�WUDQVLW�FRRSHUDWLRQ��7KH�SODQ�KDV
WKUHH�PDLQ�REMHFWLYHV��SUHYHQWLRQ��HQIRUFHPHQW��DQG�WUHDWPHQW�

/DZ�(QIRUFHPHQW�(IIRUWV��$V�D�PHPEHU�RI�-RUGDQ
V�0LQLVWU\�RI�,QWHULRU��-RUGDQ
V�3XEOLF�6HFXULW\
'LUHFWRUDWH�PDLQWDLQV�DQ�DFWLYH�$QWLQDUFRWLFV�DQG�&RXQWHUIHLWLQJ�%XUHDX��7KH�EXUHDX�VRXJKW�DQG
UHFHLYHG�WUDLQLQJ�IURP�)UDQFH�GXULQJ�WKH�UHSRUWLQJ�SHULRG��)UDQFH�WUDLQHG�-RUGDQLDQ�HQIRUFHPHQW
RIILFHUV�LQ�UDLG�DQG�VHOI�GHIHQVH�WHFKQLTXHV�GXULQJ�QDUFRWLF�LQYHVWLJDWLRQV��-RUGDQ�FRQWLQXHV�WR�VHHN
WUDLQLQJ�DVVLVWDQFH�IURP�WKH�8�6��DQG�RWKHU�(XURSHDQ�QDWLRQV�

&DQQDELV�DQG�KHURLQ�VHL]XUHV�URVH�LQ������WR�����NLORJUDPV�IURP����N LORJUDPV�WKH�SUHYLRXV�\HDU�
FDQQDELV�VHL]XUHV�DW�����NLORJUDPV�ZHUH�DOVR�XS�VKDUSO\�IURP�D�\HDU�DJR�����NLORJUDPV���7KH�ODUJHVW
KHURLQ�VHL]XUH�HYHU�RFFXUUHG�LQ�������ZKHQ�SROLFH�DQG�DQWLQDUFRWLFV�RIILFHUV�VHL]HG�����NLORJUDPV�RI
KHURLQ�EHLQJ�VPXJJOHG�LQWR�-RUGDQ�E\�ZD\�RI�WKH�6\ULDQ�ERUGHU��7KH�KHURLQ�ZDV�YDOXHG�DW�DERXW�8�6����
PLOOLRQ��6HL]XUHV�RI�V\QWKHWLF�GUXJV�LQ�WDEOHW�IRUP�DOVR�LQFUHDVHG�GUDPDW LFDOO\�GXULQJ�������7KH�WDEOHWV
DUH�D�FRPELQDWLRQ�RI�DPSKHWDPLQHV��FROORTXLDOO\�FDOOHG��FDSWDJRQ���(QIRUFHPHQW�RIILFLDOV�DWWULEXWH
WKLV�LQFUHDVH�WR�WKH�IORZ�RI�GUXJV�IURP�7XUNH\��PDNLQJ�WKHLU�ZD\�WR�DQG�WKURXJK�-RUGDQ��-RUGDQLDQ
RIILFLDOV�KRSH�WR�IXUWKHU�HQKDQFH�WKH�DOUHDG\�H[LVWLQJ�DQWLQDUFRWLFV�FRRSHUDWLRQ�ZLWK�7XUNLVK
HQIRUFHPHQW�RIILFLDOV�DQG�LPSURYH�HIIRUWV�WR�FRPEDW�WKLV�LQFUHDVH�

&RUUXSWLRQ��-RUGDQLDQ�RIILFLDOV�UHSRUW�QR�QDUFRWLF�UHODWHG�FRUUXSWLRQ�RU�LQYHVWLJDWLRQV�LQWR�QDUFRWLFV�
UHODWHG�FRUUXSWLRQ�IRU�WKH�UHSRUWLQJ�SHULRG��7KHUH�LV�FXUUHQWO\�QR�HYLGHQFH�WR�VXJJHVW�WKDW�VHQLRU�OHYHO
RIILFLDOV�DUH�LQYROYHG�LQ�QDUFRWLFV�WUDIILFNLQJ�

$JUHHPHQWV�DQG�7UHDWLHV��-RUGDQ�UHPDLQV�FRPPLWWHG�WR�H[LVWLQJ�ELODWHUDO�DJUHHPHQWV�ZLWK�6\ULD�
/HEDQRQ��,UDT��6DXGL�$UDELD��7XUNH\��(J\SW��3DNLVWDQ��DQG�+XQJDU\� �ZKLFK�KDYH�HVWDEOLVKHG�VRPH
IRUP�RI�FRXQWHUQDUFRWLFV�FRRSHUDWLRQ��-RUGDQ�DQG�WKH�8�6��FRQFOXGHG�DQ�H[WUDGLWLRQ�WUHDW\�LQ�������7R
GDWH��QR�GUXJ�UHODWHG�H[WUDGLWLRQV�KDYH�WDNHQ�SODFH�

&XOWLYDWLRQ�RU�3URGXFWLRQ��$XWKRULWLHV�YLJRURXVO\�HQIRUFH�H[LVWLQJ�ODZV�WKDW�SURKLELW�WKH�FXOWLYDWLRQ
RU�SURGXFWLRQ�RI�QDUFRWLFV�LQ�-RUGDQ�

'UXJ�)ORZ�7UDQVLW��-RUGDQ�LV�D�WUDQVLW�FRXQWU\�IRU�LOOLFLW�GUXJV�PRYLQJ�IURP�SURGXFLQJ�FRXQWULHV�WR
FRQVXPLQJ�FRXQWULHV��(QIRUFHPHQW�RIILFLDOV�GLUHFWO\�DVFULEH�WKLV�GUXJ�IORZ�SUREOHP�WR�WKH�ORQJ��GHVHUW
ERUGHUV�ZLWK�6\ULD��,UDT��6DXGL�$UDELD��,VUDHO��DQG�WKH�:HVW�%DQN�

'RPHVWLF�3URJUDPV�DQG�'HPDQG�5HGXFWLRQ��7KH�0LQLVWULHV�RI�,QWHULRU�DQG�+HDOWK�RIIHU
WUHDWPHQW�DQG�UHKDELOLWDWLRQ�DV�DQ�DOWHUQDWLYH�WR�LQFDUFHUDWLRQ��(QIRUFHPHQW�RIILFLDOV�DQG�SURVHFXWRUV
ZRUN�VLGH�E\�VLGH�WR�LGHQWLI\ �SRWHQWLDO�FDQGLGDWHV�IRU�WUHDWPHQW��7KH�0LQLVWU\�RI�(GXFDWLRQ�DQG�+HDOWK
PDNHV�SUHVHQWDWLRQV�RQ�GUXJ�DEXVH�WR�VFKRRO�DJH�\RXWKV��FRQGXFWV�DZDUHQHVV�EULHILQJV��DQG�SURGXFHV
OHFWXUH�PDWHULDOV�RQ�SUHYHQWLRQ��DZDUHQHVV��DQG�DGGLFWLRQ��+HDOWK�DQG�VRFLDO�GHYHORSPHQW�RIILFLDOV
H[SHFW�WKH�QXPEHU�RI�WUHDWPHQW�EHGV�WR�ULVH�LQ�WKH�FRPLQJ�\HDUV��7DNLQJ�DGYDQWDJH�RI�-RUGDQ
V
ZLGHVSUHDG�DGKHUHQFH�WR�,VODP�WR�DGYDQFH�GUXJ�DEXVH�SUHYHQWLRQ��WKH�0LQLVWU\�RI�,VODPLF�$IIDLUV�DQG
+RO\�3ODFHV�DOVR�GLUHFWV�UHOLJLRXV�VSHHFKHV��OHVVRQV��DQG�OHFWXUHV�RQ�DZDUHQHVV�RI�GUXJV�DQG�WKHLU
HIIHFWV�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

3ROLF\�,QLWLDWLYHV��:KLOH�QR�WUDLQLQJ�ZDV�VFKHGXOHG�LQ�������-RUGDQ
V�WUDLQLQJ�QHHGV�DUH�XQGHU�UHJXODU
UHYLHZ��DQG�HIIRUWV�ZLOO�EH�PDGH�LQ�WKH�IXWXUH�WR�LQFOXGH�-RUGDQ�LQ�DYDLODEOH�GUXJ�HQIRUFHPHQW�WUDLQLQJ�



%LODWHUDO�&RRSHUDWLRQ��-RUGDQ
V�$QWLQDUFRWLFV�%XUHDX�KDV�D�FORVH�ZRUNLQJ�UHODWLRQVKLS�ZLWK�WKH�'($
WKURXJK�WKH�'($�FRXQWU\�DWWDFK��LQ�&\SUXV��7KH�8�6��GRHV�QRW�KDYH�D�ELODWHUDO�QDUFRWLFV�DJUHHPHQW
ZLWK�-RUGDQ�

7KH�5RDG�$KHDG��8�6��(PEDVV\�RIILFLDOV�H[SHFW�FRQWLQXHG�FRRSHUDWLRQ�ZLWK�-RUGDQLDQ�HQIRUFHPHQW
DQG�SROLF\�RIILFLDOV�RQ�DQWLQDUFRWLFV�PDWWHUV��DQG�ORRN�IRUZDUG�WR�-RUGDQ
V�LQLWLDWLYHV�DQG�HIIRUWV �WR
LPSOHPHQW�YLJRURXVO\�-RUGDQ
V�WKUHH�\HDU�QDWLRQDO�VWUDWHJ\�WR�FRPEDW�GUXJV�RI�DEXVH�

Kenya

,��6XPPDU\

.HQ\D�LV�D�WUDQVLW�FRXQWU\�IRU�KHURLQ�DQG�KDVKLVK��PRVWO\�ERXQG�IURP�6RXWKZHVW�$VLD�IRU�(XURSH�DQG
1RUWK�$PHULFD��+HURLQ�WUDQVLWLQJ�.HQ\D�KDV�LQFUHDVHG�LQ�TXDOLW\�LQ�UHFHQW�\HDUV�DQG�LV�GHVWLQHG
LQFUHDVLQJO\�IRU�1RUWK�$PHULFD��$OWKRXJK�LW�LV�GLIILFXOW�WR�GHWHUPLQH�WKH�H[DFW�LPSDFW�WKDW�KHURLQ
WUDQVLW LQJ�.HQ\D�LV�KDYLQJ�RQ�WKH�8�6���LW�LV�QRW�\HW�EHOLHYHG�WR�EH�VLJQLILFDQW��0XOWL�WRQ�KDVKLVK
VKLSPHQWV�DOVR�FRQWLQXH�WR�EH�LQWHUGLFWHG�LQ�.HQ\D��&DQQDELV�PDULMXDQD�LV�JURZQ�FRPPHUFLDOO\�DQG
LPSRUWHG�IURP�QHLJKERULQJ�FRXQWULHV�IRU�WKH�LOOHJDO�GRPHVWLF�PDUNHW��7KHUH�LV�D�VPDOO�ORFDO�KHURLQ
PDUNHW��$LU�SDVVHQJHU�SURILOLQJ�DQG�RWKHU�WHFKQLTXHV�KDYH�KHOSHG�UHGXFH�DLUERUQH�KHURLQ�VKLSPHQWV�
,QWHUGLFWLRQ�RI�QDUFRWLFV�VKLSPHQWV�E\�VHD�KDV�EHHQ�OHVV�VXFFHVVIXO��EXW�D�SURJUDP�IRU�SURILOLQJ�VKLSSLQJ
FRQWDLQHUV�LV�LQ�HIIHFW�DQG�KDV�UHVXOWHG�LQ�VRPH�VHL]XUHV��3ROLFH�EURNH�XS�D�PDMRU�KHURLQ�DQG�KDVKLVK
VPXJJOLQJ�RSHUDWLRQ�LQ�������EXW�WKH�OHDGHU�RI�WKH�ULQJ�HVFDSHG�DUUHVW�DQG�ZDV�VXEVHTXHQWO\�PXUGHUHG
LQ�WKH�1HWKHUODQGV��2WKHU�PHPEHUV�RI�WKH�ULQJ�DUH�QRZ�EHLQJ�SURVHFXWHG��3ROLFH�DOVR�XQFRYHUHG�WZR
FDVHV�RI�KHURLQ�VPXJJOLQJ�E\�DLUOLQH�SHUVRQQHO��7KH�.HQ\DQ�JRYHUQPHQW�KDV�QRW�ILQDOL]HG�D�ORQJ�
DZDLWHG�1DWLRQDO�'UXJ�&RQWURO�0DVWHU�3ODQ��7KH�$QWLQDUFRWLFV�8QLW��$18��RI�WKH�.HQ\DQ�SROLFH
FRQWLQXHV�WR�FRRSHUDWH�ZHOO�ZLWK�LQWHUQDWLRQDO�DQG�UHJLRQDO�DQWLQDUFRWLFV�RIILFLDOV��$OWKRXJK
JRYHUQPHQW�RIILFLDOV�SURIHVV�VWURQJ�VXSSRUW�IRU�DQWLQDUFRWLFV�HIIRUWV��WKH�RYHUDOO�SURJUDP�VXIIHUV�IURP�D
ODFN�RI�UHVRXUFHV��,Q�������.HQ\D�UDWLILHG�WKH������81�&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV�
.HQ\D�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�DQG�KDV�HQDFWHG�IXOO�LPSOHPHQWLQJ�OHJLVODWLRQ�

,,��6WDWXV�RI�&RXQWU\

.HQ\D�LV�D�VLJQLILFDQW�WUDQVLW�FRXQWU\�IRU�QDUFRWLFV�PRYLQJ�WR�(XURSH�DQG�D�PLQRU�SURGXFHU�RI
QDUFRWLFV��+HURLQ�DQG�KDVKLVK�WUDQVLWLQJ�.HQ\D�DUH�KDYLQJ�DQ�LQFUHDVLQJ�LPSDFW�RQ�WKH�8QLWHG�6WDWHV�
&DQQDELV�RU�PDULMXDQD�LV�SURGXFHG�LQ�FRPPHUFLDO�TXDQWLWLHV�IRU�WKH�GRPHVWLF�PDUNHW��ZKLOH�VPDOO
TXDQWLWLHV�RI�FRFDLQH�DQG�RWKHU�GUXJV�RULJLQDWLQJ�RXWVLGH�$IULFD�WUDQVLW�.HQ\D�IRU�FRQVXPHUV�LQ
VRXWKHUQ�$IULFD�

.HQ\D
V�VHD�DQG�DLU�WUDQVSRUWDWLRQ�LQIUDVWUXFWXUH��DQG�WKH�QHWZRUN�RI�FRPPHUFLDO�DQG�IDPLO\�WLHV�WKDW
OLQN�VRPH�.HQ\DQV�WR�6RXWKZHVW�$VLD��PDNH�.HQ\D�DQ�LPSRUWDQW�WUDQVLW�FRXQWU\�IRU�6RXWKZHVW�$VLDQ
KHURLQ��,Q�������RIILFLD OV�QRWHG�D�GUDPDWLF�VKLIW�IURP�ORZ�SXULW\�EURZQ�KHURLQ�WR�KLJKHU�SXULW\�ZKLWH
KHURLQ��DQG�EHOLHYH�WKDW�WKH�KLJKHU�SXULW\�SURGXFW�LV�GHVWLQHG�SULQFLSDOO\�IRU�WKH�8QLWHG�6WDWHV��2IILFLDOV
QRZ�EHOLHYH�WKDW�WKH�8QLWHG�6WDWHV�LV�DW�OHDVW�DV�LPSRUWDQW�DV�(XURSH�DV�D�GHVWLQDWLRQ�IRU�KHURLQ
WUDQVLWLQJ�.HQ\D��,W�LV�GLIILFXOW�WR�HVWLPDWH�WKH�TXDQWLWLHV�RI�KHURLQ�UHDFKLQJ�WKH�8QLWHG�6WDWHV�WKURXJK
.HQ\D�DQG�RWKHU�SRLQWV�LQ�(DVW�$IULFD��DQG�WKH�LPSDFW�RI�WKLV�KHURLQ�RQ�WKH�8�6��PDUNHW�LV�WKHUHIRUH
DOVR�GLIILFXOW�WR�HVWLPDWH�SUHFLVHO\���DOWKRXJK�LW�LV�QRW�\HW�EHOLHYHG�WR�EH�VLJQLILFDQW��.HQ\D�LV�DOVR�DQ
LPSRUWDQW�WUDQVLW�SRLQW�IRU�6RXWKZHVW�$VLDQ�FDQQDELV�UHVLQ��KDVKLVK���DQG�SROLFH�KDYH�PDGH�VHYHUDO
PXOWL�WRQ�KDVKLVK�VHL]XUHV�LQ�UHFHQW�\HDUV��$IWHU�D�KLDWXV�RI�WZR�\HDUV��SROLFH�VHL]HG�IRXU�NLORJUDPV�RI
FRFDLQH�LQ������ZKLFK�ZDV�EHOLHYHG�WR�EH�GHVWLQHG�IRU�VDOH�LQ�VRXWKHUQ�$IULFD��$OWKRXJK�1DLUREL�VHUYHV
DV�D�UHJLRQDO�ILQDQFLDO�FHQWHU��WKHUH�LV�QR�GLUHFW�HYLGHQFH�WKDW�.HQ\D�LV�D�PDMRU�PRQH\�ODXQGHULQJ
FRXQWU\��.HQ\D�GRHV�QRW�SURGXFH�VLJQLILFDQW�TXDQWLWLHV�RI�SUHFXUVRU�FKHPLFDOV�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��.HQ\D�KDV�GUDIWHG��EXW�QRW�\HW�DGRSWHG�RU�LPSOHPHQWHG��D�QDWLRQDO�GUXJ�FRQWURO
PDVWHU�SODQ��$VVXUDQFHV�IURP�WKH�UHOHYDQW�PLQLVWHU�WKDW�WKH�SODQ�ZRXOG�EH�SUHVHQWHG�WR�WKH�FDELQHW�LQ
�����ZHUH�QRW�IXOILOOHG��5HJLRQDO�FRRSHUDWLRQ��KRZHYHU��LPSURYHG�GXULQJ������ZLWK�UHJXODU�PHHWLQJV
DQG�VKDULQJ�RI�LQIRUPDWLRQ�EHWZHHQ�QDUFRWLFV�RIILFLDOV�LQ�.HQ\D��8JDQGD��7DQ]DQLD��DQG�5ZDQGD�
.HQ\DQ�DXWKRULWLHV�DOVR�LPSURYHG�LQWHUQDO�LQIRUPDWLRQ�VKDULQJ�DQG�RSHUDWLRQDO�FRRUGLQDWLRQ�EHWZHHQ
YDULRXV�JRYHUQPHQW�DJHQFLHV��DLUOLQHV�DQG�RWKHU�HQWLWLHV��$18�RIILFHUV�DOVR�EHJDQ�D�SURJUDP�RI
RXWUHDFK�WR�MXGJHV�DQG�PDJLVWUDWHV��HGXFDWLQJ�WKHP�RQ�DQWLQDUFRWLFV�ODZ�DQG�WKH�VHULRXVQHVV�RI
QDUFRWLFV�LVVXHV��$18�FRQWLQXHG�WR�SXEOLFL]H�LWV�PHVVDJH�HIIHFWLYHO\�WKURXJK�ORFDO�PHGLD��.HQ\D�KDV
QR�FURS�VXEVWLWXWLRQ�RU�DOWHUQDWLYH�GHYHORSPHQW�LQLWLDWLYHV�IRU�SURJUHVVLYH�HOLPLQDWLRQ�RI�WKH
FXOWLYDWLRQ�RI�QDUFRWLFV�



7KH�$18�UHPDLQV�WKH�IRFXV�RI�.HQ\DQ�DQWLQDUFRWLFV�HIIRUWV��7KH�$18�UHFHLYHG�VOLJKWO\�PRUH
UHVRXUFHV�IURP�WKH�FHQWUDO�JRYHUQPHQW�LQ�������DQG�FRQWLQXHV�WR�H[SDQG�WKH�QXPEHU�RI�DQWLQDUFRWLFV
RIILFHUV��$�NH\�HOHPHQW�RI�WKH�SURSRVHG�PDVWHU�SODQ�LV�WKH�LGHQWLILFDWLRQ�RI�D�VHQLRU�FLYLO�VHUYDQW�WR
OLDLVH�ZLWK�GRQRUV�DQG�FRRUGLQDWH�D�EURDG�DQWLQDUFRWLFV�HIIRUW��LQFOXGLQJ�D�PXFK�H[SDQGHG�SUHYHQWDWLYH
HGXFDWLRQ�FDPSDLJQ��7KH�$18�ZRXOG�WKHQ�EH�IUHHU�WR�FRQFHQWUDWH�RQ�LWV�LQWHUGLFWLRQ�PDQGDWH�

$FFRPSOLVKPHQWV��7KH�$18�FRQWLQXHG�LWV�SURIHVVLRQDOL]DWLRQ�HIIRUWV�LQ�������0DQ\�$18�RIILFHUV
KDYH�XQGHUJRQH�WUDLQLQJ��PXFK�RI�LW�WKURXJK�WKH�81'&3�DQG�ELODWHUDO�SURJUDPV�VSRQVRUHG�E\�WKH�8�6��
*HUPDQ��%ULWLVK��-DSDQHVH��DQG�RWKHU�JRYHUQPHQWV��7KH�$18�DQG�WKH�.HQ\DQ�&XVWRPV�6HUYLFH�QRZ
KDYH�D�FDGUH�RI�RIILFHUV�SURILFLHQW�LQ�SURILOLQJ�DQG�VHDUFKLQJ�VXVSHFWHG�GUXJ�FRXULHUV�DQG�FRQWDLQHUV�DW
DLUSRUWV�DQG�VHDSRUWV��7KHUH�KDYH�EHHQ�VRPH�JRRG�UHVXOWV�ZLWK�SURILOLQJ�DW�DLUSRUWV��DOWKRXJK�JHQHUDOO\
IRU�FRXULHUV�DQG�QRW�PDMRU�WUDIILFNHUV��5HVXOWV�DW�VHDSRUWV�KDYH�EHHQ�PRUH�PRGHVW��7KH�$18�GHSOR\V
GUXJ�VQLIILQJ�GRJV�DQG�WRRN�DFWLRQ�LQ������WR�LPSURYH�WKH�GRJ�WHDPV
�HIIHFWLYHQHVV��7KH�$18�LV
EXLOGLQJ�LWV�VXUYHLOODQFH�FDSDELOLW LHV�DQG�LV�DEOH�WR�FDUU\�RXW�LQFUHDVLQJO\�VRSKLVWLFDWHG�RSHUDWLRQV�
,QDGHTXDWH�UHVRXUFHV��D�SUREOHP�WKURXJKRXW�WKH�.HQ\DQ�SROLFH�IRUFH��VLJQLILFDQWO\�UHGXFH�WKH�$18
V
RSHUDWLRQDO�HIIHFWLYHQHVV�

7KH�$18�FRRSHUDWHV�IXOO\�ZLWK�WKH�8QLWHG�6WDWHV�DQG�RWKHU�QDWLRQV�RQ�DQWLQDUFRWLFV�LQYHVWLJDWLRQV�DQG
RWKHU�RSHUDWLRQV��3ROLFH�EURNH�XS�D�PDMRU�KHURLQ�DQG�KDVKLVK�VPXJJOLQJ�RSHUDWLRQ�LQ�������EXW�WKH
OHDGHU�RI�WKH�ULQJ�HVFDSHG�DUUHVW�DQG�ZDV�PXUGHUHG�LQ�WKH�1HWKHUODQGV�ZKLOH�'XWFK�RIILFLDOV�ZHUH
FRQVLGHULQJ�D�.HQ\DQ�UHTXHVW�IRU�DVVLVWDQFH�LQ�DUUHVWLQJ�DQG�H[WUDGLWLQJ�WKH�VXVSHFW��2WKHU�PHPEHUV�RI
WKH�ULQJ�DUH�QRZ�EHLQJ�SURVHFXWHG�LQ�.HQ\D��7KH�$18�DOVR�FRRSHUDWHV�ZLWK�RWKHU�DJHQFLHV�LQ
FRQWUROOHG�GHOLYHU\�RSHUDWLRQV�

/DZ�(QIRUFHPHQW�(IIRUWV��.HQ\D�VHL]HG����NLORJUDPV�RI�KHURLQ�LQ������DQG�DUUHVWHG����SHRSOH�RQ
KHURLQ�UHODWHG�FKDUJHV��7KLV�UHSUHVHQWHG�WKH�IRXUWK�VWUDLJKW�\HDU�RI�LQFUHDVH�LQ�WKH�DPRXQW�RI�KHURLQ
VHL]HG��DQG�D�VXEVWDQWLDO�LQFUHDVH�RYHU�WKH������NLORJUDPV�VHL]HG�LQ�������2IILFLDOV�UHSRUW�D�VKDUS�VKLIW
IURP�ORZHU�TXDOLW\�EURZQ�KHURLQ�WR�KLJKHU�TXDOLW\�ZKLWH�KHURLQ��DQG�UHSRUW�WKDW�PXFK�RI�WKH�ZKLWH
KHURLQ�WUDQVLWLQJ�.HQ\D�LV�GHVWLQHG�IRU�WKH�8QWLHG�6WDWHV�DQG�QRW�(XURSH��DQG�WKDW�TXDQWLWLHV�D UH�VWLOO
EHOLHYHG�WR�EH�WRR�VPDOO�WR�KDYH�D�VLJQLILFDQW�HIIHFW�RQ�WKH�8�6��0RVW�FRXULHUV�DUUHVWHG�LQ�.HQ\D
FRQFHDO�KHURLQ�E\�VZDOORZLQJ�LW��7KH�$18�FRQFHQWUDWHV�LWV�DQWLKHURLQ�RSHUDWLRQV�DW�.HQ\D
V�WZR
LQWHUQDWLRQDO�DLUSRUWV��EXW�KDV�DOVR�EHJXQ�WDUJHWLQJ�VWUHHW�XVHUV�RI�KHURLQ��SDUWLFXODUO\�LQ�0RPEDVD�

.HQ\DQ�DXWKRULWLHV�VHL]HG�������NLORJUDPV�RI�KDVKLVK�LQ�0RPEDVD�LQ������LQ�D�VLQJOH�UDLG��7KH�KDVKLVK
ZDV�EHLQJ�SURFHVVHG�IRU�VKLSPHQW�WR�(XURSH�RU�1RUWK�$PHULFD��7KH�LQFLGHQW�ZDV�WKH�ODWHVW�LQ�D�VHULHV
RI�PXOWL�WRQ�KDVKLVK�VHL]XUHV�RQ�WKH�.HQ\DQ�FRDVW��,Q�DGGLWLRQ��RIILFLDOV�PDGH�VHYHUDO�VPDOOHU�VHL]XUHV�
2IILFLDOV�EHOLHYH�.HQ\DQ�FRDVWDO�ZDWHUV�DQG�SRUWV�DUH�LPSRUWDQW�WUDQVLW�SRLQWV�IRU�WKH�VKLSPHQW�RI
KDVKLVK�IURP�3DNLVWDQ�RU�$IJKDQLVWDQ�WR�(XURSH�DQG�1RUWK�$PHULFD�

&RFDLQH�VHL]XUHV�LQ�.HQ\D�KDYH�IOXFWXDWHG�ZLGHO\�LQ�UHFHQW�\HDUV��3ROLFH�PDGH�IRXU�DUUHVWV�DQG�VHL]HG
�����NLORJUDPV�RI�FRFDLQH�LQ�������3ROLFH�DOVR�DUUHVWHG�RQH�SHUVRQ�IRU�SRVVHVVLRQ�RI�D�SURKLELWHG
SV\FKRWURSLF�GUXJ��'LD]HSDP���.HQ\DQ�DXWKRULWLHV�GHVWUR\HG����DFUHV�RI�FDQQDELV�LQ������DQG�DUUHVWHG
�����SHUVRQV�RQ�FDQQDELV�UHODWHG�FKDUJHV��,Q����FDVHV��WKH�DPRXQWV�RI�PDULMXDQD�VHL]HG�H[FHHGHG���
NLORJUDPV��7KH�$18�FRQWLQXHG�D�SURJUDP�RI�URDGEORFN�RSHUDWLRQV�EHJXQ�LQ������LQ�FDQQDELV�
SURGXFLQJ�DUHDV��UHVXOWLQJ�LQ�WKH�VHFRQG�VWUDLJKW�\HDU�RI�VLJQLILFDQW�LQFUHDVH�LQ�VHL]XUHV�RI�FDQQDELV�DQG
LWV�GHULYDWLYHV��2IILFLDOV�UHSRUW�LQFUHDVHG�LPSRUWDWLRQ�RI�FDQQDELV�IURP�8JDQGD�DQG�7DQ]DQLD�ZKHUH
WKH�TXDOLW\�LV�VDLG�WR�EH�EHWWHU�WKDQ�.HQ\D
V�GRPHVWLF�SURGXFW��%RWK�GRPHVWLF�DQG�LQWHUQDWLRQDO
WUDIILFNHUV�LQ�FDQQDELV�KDYH�EHJXQ�WR�SURFHVV�WKH�SURGXFW�EHIRUH�WUDQVSRUWLQJ�WR�UHGXFH�EXON�DQG
HOLPLQDWH�SDUWV�RI�WKH�SODQW�ZKLFK�DUH�QRW�FRQVXPHG�E\�XVHUV�

.HQ\DQ�DXWKRULWLHV�DOVR�LGHQWLILHG�VLJQLILFDQW�GUXJ�VPXJJOLQJ�E\�DLUOLQH�SHUVRQQHO�ZKR�XVHG�WKHLU
SUHIHUHQWLDO�DFFHVV�DW�1DLUREL
V�,QWHUQDWLRQDO�$LUSRUW�WR�IDFLOLWDWH�WKH�WUDQVSRUW�RI�6RXWKZHVW�$VLDQ
KHURLQ�WR�(XURSH�DQG�RU�1RUWK�$PHULFD��3ROLFH�PDGH�DUUHVWV�DQG�DUH�SXUVXLQJ�SURVHFXWLRQV�LQ�WZR
FDVHV�LQYROYLQJ�DLUOLQH�SHUVRQQHO��7KH�$18�FRQWLQXHG�WR�RSHUDWH�URDGEORFNV�IRU�GRPHVWLF�GUXJ
WUDIILFNLQJ�LQWHUGLFWLRQ�DQG�LV�SXUVXLQJ�D�YDULHW\�RI�SROLF\�LQLWLDWLYHV�IRU�PRUH�HIIHFWLYH�FRRUGLQDWLRQ
ZLWK�RWKHU�JRYHUQPHQW�DJHQFLHV��7KH�$18�KDV�ODXQFKHG�DQ�RXWUHDFK�HIIRUW�WR�SHUVXDGH�MXGJHV�DQG
PDJLVWUDWHV�RI�WKH�VHULRXVQHVV�RI�DQWLQDUFRWLFV�RIIHQVHV�DQG�LGHQWLI\�ZD\V�FDVHV�FDQ�EH�KDQGOHG�PRUH
HIIHFWLYHO\��7KH�$18�DOVR�GLVVHPLQDWHV�LWV�DQWLQDUFRWLFV�PHVVDJHV�HIIHFWLYHO\�WKURXJK�ORFDO�PHGLD�

&RUUXSWLRQ��&RUUXSWLRQ�UHPDLQV�D�VLJQLILFDQW�EDUULHU�WR�HIIHFWLYH�QDUFRWLFV�HQIRUFHPHQW��'HVSLWH
.HQ\D
V�VWULFW�QDUFRWLFV�ODZ��ZKLFK�HQFRPSDVVHV�PRVW�IRUPV�RI�QDUFRWLFV�UHODWHG�FRUUXSWLRQ��WKHUH�DUH
FRQWLQXHG�EXW�XQFRQILUPHG�UHSRUWV�RI�SXEOLF�RIILFLDOV�EHLQJ�LQYROYHG�LQ�QDUFRWLFV�WUDIILFNLQJ��7KHUH
ZHUH�QR�SURVHFXWLRQV�RI�SXEOLF�RIILFLDOV�IRU�QDUFRWLFV�UHODWHG�FRUUXSWLRQ�LQ�������,Q�DW�OHDVW�RQH�FDVH�
KRZHYHU��SROLFH�SURFHHGHG�ZLWK�D�SURVHFXWLRQ�GHVSLWH�LQWHUYHQWLRQ�E\�VHQLRU�SROLWLFDO�RIILFLDOV�RQ
EHKDOI�RI�WKH�DFFXVHG��3ROLFH�IUHTXHQWO\�FRPSODLQ�WKDW�WKH�FRXUWV�DUH�LQHIIHFWLYH�LQ�KDQGOLQJ



DQWLQDUFRWLFV�FDVHV��DOWKRXJK�LW�LV�QRW�FOHDU�ZKHWKHU�WKLV�LV�D�UHVXOW�RI�FRUUXSWLRQ��PLVXQGHUVWDQGLQJ�RI
WKH�ODZ��RU�VLPSOH�MXGLFLDO�EDFNORJ��7KH�$18�SRLQWV�RXW��IRU�LQVWDQFH��WKDW����IRUHLJQ�VXVSHFWV�FKDUJHG
ZLWK�KHURLQ�RIIHQVHV�KDYH�VNLSSHG�EDLO�LQ�.HQ\D�VLQFH�������7KH�$18�KDV�XUJHG�WKH�FRXUWV�WR�WLJKWHQ
XS�RQ�EDLO�SURFHGXUHV�LQ�WKHVH�FDVHV��0RUH�EURDGO\��DQWLFRUUXSWLRQ�HIIRUWV�DUH�DQ�LQWHJUDO�SDUW�RI�DQ
HFRQRPLF�UHFRYHU\�SURJUDP�QHJRWLDWHG�ZLWK�WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG�DQG�WKH�:RUOG�%DQN�
7KHVH�HIIRUWV�OHG�WR�VLJQLILFDQW�SURVHFXWLRQV�GXULQJ�������EXW�WKH�IXWXUH�RI�WKH�DQWLFRUUXSWLRQ�SURJUDP
ZDV�QRW�FOHDU�DW�\HDU
V�HQG�

$JUHHPHQWV�DQG�7UHDWLHV��.HQ\D�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��ZKLFK�LW�LPSOHPHQWHG
LQ������ZLWK�WKH�HQDFWPHQW�RI�WKH�1DUFRWLF�'UXJV�DQG�3V\FKRWURSLF�6XEVWDQFHV�&RQWURO�$FW��.HQ\D�LV
DOVR�D�SDUW\�WR�WKH������81�6LQJOH�&RQYHQWLRQ�DQG�LWV������3URWRFRO��.HQ\D
V�1DWLRQDO�$VVHPEO\
UDWLILHG�WKH������81�&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV�LQ�������7KH������8�6��8�.�
([WUDGLWLRQ�7UHDW\�UHPDLQV�LQ�IRUFH�EHWZHHQ�WKH�8QLWHG�6WDWHV�DQG�.HQ\D�WKURXJK�D������H[FKDQJH�RI
QRWHV��8QGHU�D������0HPRUDQGXP�RI�8QGHUVWDQGLQJ��028���DPHQGHG�LQ�������WKH�8�6��GRQDWHG
VXUYHLOODQFH�DQG�FRPSXWHU�HTXLSPHQW�WR�WKH�$18�LQ�������7KH�028�DOVR�SURYLGHV�IRU�VKDULQJ�RI
QDUFRWLFV�UHODWHG�LQIRUPDWLRQ��7KH�8QLWHG�6WDWHV�DQG�.HQ\D�VLJQHG�DQRWKHU�028�LQ������WR�FRYHU�WKH
GRQDWLRQ�RI�PRWRUF\FOHV��FRPSXWHUV�DQG�UHODWHG�HTXLSPHQW�WR�WKH�$18��7KH�WKUHH�QDWLRQV�RI�WKH�(DVW
$IULFDQ�&RRSHUDWLRQ��($&��JURXS��.HQ\D��7DQ]DQLD�DQG�8JDQGD��FRQWLQXH�WR�FRQVLGHU�D�GUDIW�SURWRFRO
WR�HQKDQFH�UHJLRQDO�DQWLQDUFRWLFV�FRRSHUDWLRQ�

&XOWLYDWLRQ�DQG�3URGXFWLRQ��$�VLJQLILFDQW�QXPEHU�RI�.HQ\DQ�IDUPHUV�LOOHJDOO\�JURZ�FDQQDELV�RU
PDULMXDQD�RQ�D�FRPPHUFLDO�EDVLV�IRU�WKH�GRPHVWLF�PDUNHW��)DLUO\�ODUJH�VFDOH�FDQQDELV�FXOWLYDWLRQ�RFFXUV
LQ�WKH�/DNH�9LFWRULD�EDVLQ��LQ�WKH�FHQWUDO�KLJKODQGV�DURXQG�0W��.HQ\D�DQG�DORQJ�WKH�FRDVW��)RUHLJQ
WRXULVWV�H[SRUW�VPDOO�DPRXQWV�RI�.HQ\DQ�PDULMXDQD��.HQ\DQ�RIILFLDOV�HUDGLFDWHG�DERXW �����DFUHV�RI
FDQQDELV�LQ�������EXW�HUDGLFDWHG�RQO\�D�VPDOO�DPRXQW�����DFUHV��LQ�������2IILFLDOV�FRQWLQXH�WR�FRQGXFW
DHULDO�VXUYH\V�WR�LGHQWLI\�VLJQLILFDQW�FDQQDELV�SURGXFLQJ�DUHDV��2IILFLDOV�IURP�WKH�$18�DUH�DWWHPSWLQJ
WR�GHYHORS�DQ�LQQRYDWLYH�SURJUDP�RI�FRRSHUDWLRQ�ZLWK�WKH�.HQ\D�:LOGOLIH�6HUYLFH�WR�HUDGLFDWH
FDQQDELV�JURZQ�LQ�WKH�UHPRWH�DQG�HQYLURQPHQWDOO\�VHQVLWLYH�0W��.HQ\D�UHJLRQ��7KH�.HQ\DQ
JRYHUQPHQW�KDV�QR�HVWLPDWHV�RI�WKH�VL]H�RU�\LHOG�RI�WKH�FDQQDELV�FURSV�

'UXJ�)ORZ�7UDQVLW��.HQ\D�LV�VWUDWHJLFDOO\�ORFDWHG�DORQJ�D�PDMRU�WUDQVLW�URXWH�EHWZHHQ�6RXWKZHVW
$VLDQ�SURGXFHUV�RI�KHURLQ�DQG�PDUNHWV�LQ�(XURSH�DQG�1RUWK�$PHULFD��,Q�������WKH�DPRXQW�RI�KHURLQ
VHL]HG�LQ�.HQ\D�DQG�WKH�QXPEHU�RI�SHRSOH�DUUHVWHG�LQFUHDVHG�IRU�WKH�IRXUWK�VWUDLJKW�\HDU��+HURLQ
QRUPDOO\�WUDQVLWV�.HQ\D�E\�DLU��FDUULHG�E\�LQGLYLGXDO�FRXULHUV��7KHVH�FRXULHUV�ZHUH�RQFH�SULPDULO\�:HVW
$IULFDQV��0RUH�UHFHQWO\��KRZHYHU��FRXULHUV�DUH�PRUH�FRPPRQO\�6RXWK�$VLDQ��,QGLDQ��3DNLVWDQL��RU�(DVW
$IULFDQ��7DQ]DQLDQ��8JDQGDQ���2QFH�LQ�.HQ\D��KHURLQ�LV�W\SLFDOO\�GHOLYHUHG�WR�DJHQWV�RI�:HVW�$IULFDQ
FULPH�V\QGLFDWHV��PDLQO\�1LJHULDQ��.HQ\DQ�SROLFH�DOVR�GLVFRYHUHG�WZR�VLJQLILFDQW�FDVHV�RI�DLUOLQH
SHUVRQQHO�LQYROYHG�LQ�LQWHUQDWLRQDO�KHURLQ�WUD IILFNLQJ�LQ�������3URVHFXWLRQV�DUH�FRQWLQXLQJ�LQ�ERWK
FDVHV�

7KH�PRVW�VLJQLILFDQW�FKDQJH�LQ�KHURLQ�WUDIILFNLQJ�SDWWHUQV�QRWHG�E\�SROLFH�LQ������ZDV�D�GUDPDWLF�VKLIW
IURP�ORZ�SXULW\�EURZQ�KHURLQ�WR�KLJK�SXULW\�ZKLWH�KHURLQ��2YHU�WKH�ODVW�ILYH�\HDUV��KHURLQ�VHL]HG�LQ
.HQ\D�KDV�VKLIWHG�IURP�DOPRVW�����SHUFHQW�EURZQ�WR�DSSUR[LPDWHO\����SHUFHQW�ZKLWH��2IILFLDOV
DWWULEXWH�WKH�LQFUHDVLQJ�DPRXQW�RI�ZKLWH�KHURLQ�WR�LQFUHDVHG�SURFHVVLQJ�FDSDELOLWLHV�LQ�3DNLVWDQ�DQG
$IJKDQLVWDQ��2IILFLDOV�DOVR�VD\�WKDW�WKH�VKLIW�IURP�EURZQ�WR�ZKLWH�KHURLQ�KDV�EHHQ�DFFRPSDQLHG�E\�D
VKLIW�IURP�WKH�(XURSHDQ�WR�WKH�1RUWK�$PHULFDQ�PDUNHW��$FFRUGLQJ�WR�WKHVH�RIILFLDOV�DQG�RWKHU
NQRZOHGJHDEOH�VRXUFHV��DW�OHDVW�KDOI�WKH�KHURLQ�WUDQVLWLQJ�.HQ\D�LV�QRZ�GHVWLQHG�IRU�WKH�8QLWHG�6WDWHV�

/RFDO��UHJLRQDO�DQG�LQWHUQDWLRQDO�DQWLQDUFRWLFV�RIILFLDOV�DUH�DOVR�SD\LQJ�FORVHU�DWWHQWLRQ�WR�PDULWLPH
WUDQVSRUW�RI�KHURLQ�DQG�KDVKLVK�IURP�6RXWKZHVW�$VLD�WR�.HQ\D�DQG�SRLQWV�LQ�(DVW�$IULFD��0DULWLPH
VKLSPHQWV�WKURXJK�.HQ\D�KDYH�ORQJ�EHHQ�XWLOL]HG�IRU�PXOWL�WRQ�GHOLYHULHV�RI�KDVKLVK��DQG�SROLFH�LQ
0RPEDVD�VHL]HG�������NLORJUDPV�LQ�D�VLQJOH�UDLG�LQ�������2IILFLDO�UHSRUWV�DQG�DQHFGRWDO�HYLGHQFH
FRQILUP�WKDW�VPDOO�ERDWV�RIWHQ�PHHW�ZLWK�ODUJHU�YHVVHOV�DQFKRUHG�RII�WKH�.HQ\DQ�FRDVW�DQG�WUDQVSRUW
GUXJV�DQG�RWKHU�FODQGHVWLQH�PDWHULDO�WR�VPDOO�ODQGLQJV�DZD\�IURP�PDMRU�SRUWV��&XVWRPV�RIILFLDOV�LQ
3DNLVWDQ�LQWHUFHSWHG�D�PDULWLPH�VKLSPHQW�RI����NLORJUDPV�RI�KHURLQ�WR�.HQ\D�LQ�������7KHUH�LV�DOVR
HYLGHQFH�WKDW�SRRU�SROLFLQJ�DORQJ�WKH�(DVW�$IULFDQ�FRDVW�PDNHV�WKLV�UHJLRQ�DWWUDFWLYH�WR�PDULWLPH
VPXJJOHUV��.HQ\D
V�QHDU�QHLJKERU�6RPDOLD�KDV�D�ORQJ�FRDVWOLQH�DQG�QR�IXQFWLRQLQJ�JRYHUQPHQW��.HQ\D
DOVR�KDV�YHU\�IHZ�PDULWLPH�LQWHUGLFWLRQ�UHVRXUFHV��.HQ\D
V�SROLFH�IRUFH�KDV�D�VLQJOH�ERDW�DW�LWV�GLVSRVDO�
ZKLFK�LV�QRW�VHUYLFHDEOH�DW�SUHVHQW��7ZR�RWKHU�ERDWV�GRQDWHG�WR�.HQ\D�VSHFLILFDOO\�IRU�QDUFRWLFV
LQWHUGLFWLRQ�DUH�DOVR�QRW�VHUYLFHDEOH��DOWKRXJK�RIILFLDOV�DUH�DWWHPSWLQJ�WR�KDYH�RQH�UHSDLUHG��3RVWDO�DQG
FRPPHUFLDO�FRXULHU�VHUYLFHV�DUH�DOVR�XVHG�IRU�QDUFRWLFV�VKLSPHQWV�WKURXJK�.HQ\D��,Q�WKH�SDVW��.HQ\D
KDV�EHHQ�D�WUDQVLW�FRXQWU\�IRU�PHWKDTXDORQH�HQ�URXWH�IURP�,QGLD�WR�6RXWK�$IULFD��PDLQO\�HQWHULQJ�DW�WKH
SRUW�RI�0RPEDVVD��7KHUH�KDYH�EHHQ�QR�PHWKDTXDORQH��0DQGUD[��VHL]XUHV�LQ�.HQ\D��KRZHYHU��IRU�WKH
ODVW�WKUHH�\HDUV��2IILFLDOV�KDYH�QHYHU�LGHQWLILHG�DQ\�FODQGHVWLQH�DLUVWULSV�LQ�.HQ\D�XVHG�IRU�GUXJ
GHOLYHULHV�DQG�EHOLHYH�WKDW�QR�VXFK�DLUVWULSV�H[LVW�



'RPHVWLF�3URJUDPV��.HQ\D�KDV�PDGH�OLWWOH�SURJUHVV�LQ�GHPDQG�UHGXFWLRQ��DOWKRXJK�JRYHUQPHQW
RIILFLDOV�H[SUHVV�LQFUHDVLQJ�FRQFHUQ��,Q�DGGLWLRQ�WR�DOFRKRO��LOOHJDO�FDQQDELV�DQG�OHJDO�NKDW�DUH�WKH
GRPHVWLF�GUXJV�RI�FKRLFH��2YHU�����SHRSOH�GLHG�LQ������DV�D�UHVXOW�RI�FRQVXPSWLRQ�RI�LOOHJDOO\�EUHZHG
DOFRKRO��+HURLQ�DEXVH�LV�OLPLWHG�JHQHUDOO\�WR�PHPEHUV�RI�WKH�HFRQRPLF�HOLWH�DQG�D�VOLJKWO\�EURDGHU
UDQJH�RI�XVHUV�RQ�WKH�FRDVW��6ROYHQW�DEXVH�LV�ZLGHVSUHDG��DQG�KLJKO\�YLVLEOH��DPRQJ�VWUHHW�FKLOGUHQ�LQ
1DLUREL�DQG�RWKHU�XUEDQ�FHQWHUV��7KHUH�DUH�QR�UHOLDEOH�VWDWLVWLFV�RQ�GRPHVWLF�FRQVXPSWLRQ�RI�LOOLFLW
QDUFRWLFV��'HPDQG�UHGXFWLRQ�HIIRUWV�DUH�ODUJHO\�OLPLWHG�WR�SXEOLFLW\�FDPSDLJQV�VSRQVRUHG�E\�SULYDWH
GRQRUV�DQG�D�81'&3�SURMHFW�WR�EULQJ�DQWLGUXJ�HGXFDWLRQ�LQWR�WKH�VFKRROV��.HQ\DQ�RIILFLDOV�KDYH
H[SUHVVHG�LQWHUHVW�LQ�GHPDQG�UHGXFWLRQ�DQG�UHKDELOLWDWLRQ��EXW�WKHUH�DUH�QR�JRYHUQPHQW�SURJUDPV�RWKHU
WKDQ�RFFDVLRQDO�VSHHFKHV�WR�VFKRROV�DQG�FRPPXQLW\�JURXSV�E\�PHPEHUV�RI�WKH�$18��7KHUH�DUH�QR
VSHFLDO�JRYHUQPHQW�UHKDELOLWDWLRQ�RU�GUXJ�DEXVH�WUHDWPHQW�IDFLOLWLHV��EXW�VRPH�FKXUFKHV�DQG�QRQ�
JRYHUQPHQWDO�RUJDQL]DWLRQV�SURYLGH�OLPLWHG�UHKDELOLWDWLRQ�DQG�WUHDWPHQW�SURJUDPV�IRU�VROYHQW�DGGLFWHG
VWUHHW�FKLOGUHQ�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

7KH�SULQFLSDO�8�6��FRXQWHUQDUFRWLFV�REMHFWLYH�LQ�.HQ\D�LV�WR�LQWHUGLFW�WKH�IORZ�RI�QDUFRWLFV�WR�WKH
8QLWHG�6WDWHV��7KH�8�6��VHHNV�WR�DFFRPSOLVK�WKLV�REMHFWLYH�WKURXJK�ODZ�HQIRUFHPHQW�FRRSHUDWLRQ��WKH
HQFRXUDJHPHQW�RI�D�VWURQJ�.HQ\DQ�JRYHUQPHQW�FRPPLWPHQW�WR�QDUFRWLFV�LQWHUGLFWLRQ�DQG
VWUHQJWKHQLQJ�.HQ\DQ�FRXQWHUQDUFRWLFV�FDSDELOLWLHV�

%LODWHUDO�&RRSHUDWLRQ�DQG�$FFRPSOLVKPHQWV��7KHUH�ZDV�D�PRGHVW�H[SDQVLRQ�RI�86*�ELODWHUDO
FRRSHUDWLRQ�ZLWK�.HQ\D�DQG�VXUURXQGLQJ�FRXQWULHV�RQ�FRXQWHUQDUFRWLFV�PDWWHUV�LQ�������2SHUDWLRQDO
FROODERUDWLRQ�ZLWK�WKH�'($�DQG�RWKHU�86*�HQIRUFHPHQW�DJHQFLHV�UHPDLQHG�H[FHOOHQW��7KH�'($
FRQGXFWHG�D�EDVLF�GUXJ�LQWHUGLFWLRQ�FRXUVH�LQ�1DLUREL�LQ������IRU����FRXQWHUQDUFRWLFV�RIILFHUV�IURP�VL[
GLIIHUHQW�$IULFDQ�FRXQWULHV��LQFOXGLQJ�.HQ\D��7KH�8�6��'HSDUWPHQW�RI�'HIHQVH�SURYLGHG�D�WZR�SHUVRQ
WHDP�RI�GUXJ�GHWHFWLRQ�GRJ�KDQGOHUV�IRU�D�RQH�PRQWK�SURJUDP�RI�DVVLVWDQFH�WR�.HQ\DQ�DXWKRULWLHV�DW
LQWHUQDWLRQDO�DLUSRUWV�DQG�VHDSRUWV��%RWK�WKHVH�SURJUDPV�ZHUH�VXFFHVVIXO�

5RDG�$KHDG��7KH�8�6��ZLOO�FRQWLQXH�WR�WDNH�DGYDQWDJH�RI�LWV�JRRG�UHODWLRQV�ZLWK�.HQ\DQ�ODZ
HQIRUFHPHQW�WR�EXLOG�SURIHVVLRQDOLVP��RSHUDWLRQDO�FDSDFLW\�DQG�LQIRUPDWLRQ�VKDULQJ��7KH�8�6��ZLOO
HQFRXUDJH�SURJUHVV�RQ�DGRSWLRQ�RI�D�QDWLRQDO�GUXJ�FRQWURO�PDVWHU�SODQ�DQG�SURYLGH�VXJJHVWLRQV��ZKHUH
DSSURSULDWH��1DLUREL�LV�DOVR�DQ�HIILFLHQW�SRLQW�IRU�FRQGXFWLQJ�UHJLRQDO�WUDLQLQJ�DQG�RWKHU�UHJLRQDO
LQLWLDWLYHV�DQG�WKH�8�6��ZLOO�DFWLYHO\�VHHN�ZD\V�WR�PD[LPL]H�DQWLQDUFRWLFV�HIIRUWV�ERWK�LQ�.HQ\D�DQG
WKURXJKRXW�(DVW�$IULFD��3HUKDSV�PRVW�VLJQLILFDQWO\��WKH�8�6��ZLOO�ZRUN�ZLWK�ORFDO��UHJLRQDO�DQG
LQWHUQDWLRQDO�SDUWQHUV�WR�EHWWHU�XQGHUVWDQG�DQG�FRPEDW�WKH�IORZ�RI�LQWHUQDWLRQDO�QDUFRWLFV��SDUWLFXODUO\
KHURLQ��WKURXJK�.HQ\D�WR�WKH�8QLWHG�6WDWHV��7KH�8QLWHG�6WDWHV�SDUWLFLSDWHV�LQ�WKH�0LQL�'XEOLQ�*URXS�
ZKLFK�KDV�UHVSRQVLELOLW\�IRU�FRRUGLQDWLQJ�FRXQWHUQDUFRWLFV�DVVLVWDQFH�IURP�VHYHUDO�:HVWHUQ�GRQRUV�

Lebanon

,��6XPPDU\

/HEDQRQ�LV�QRW�D�PDMRU�LOOLFLW�GUXJ�SURGXFLQJ�RU�GUXJ�WUDQVLW�FRXQWU\��DOWKRXJK�LW�UHPDLQV�D�FRXQWU\�RI
FRQFHUQ�WR�WKH�8�6��7KH�*RYHUQPHQW�RI�/HEDQRQ��*2/��KDV�EHHQ�VXFFHVVIXO�LQ�GHVWUR\LQJ�LOOHJDO�FURSV
WKDW�KDYH�FRPH�WR�LWV�DWWHQWLRQ�EXW�KDV�\HW�WR�ILQG�D�VXLWDEOH�FURS�WR�UHSODFH�WKH�ORVW�UHYHQXHV�DQG
VXVWDLQ�WKH�OLYHOLKRRGV�RI�ORFDO�IDUPHUV��$V�D�UHVXOW��WKHUH�KDYH�EHHQ�LVRODWHG�LQFLGHQWV�RI�LQGLYLGXDO
IDUPHUV�FXOWLYDWLQJ�RSLXP�DQG�KDVKLVK�WR�VXSSOHPHQW�WKHLU�LQFRPHV��/RFDO�FDQQDELV�SURGXFWLRQ�LV
LQVLJQLILFDQW��DQG�WKHUH�LV�SUDFWLFDOO\�QR�ODERUDWRU\�SURFHVVLQJ��'UXJ�WUDIILFNLQJ�DFURVV�WKH�/HEDQHVH�
6\ULDQ�ERUGHU�KDV�GLPLQLVKHG�VXEVWDQWLDOO\�DV�D�UHVXOW�RI�/HEDQHVH�DQG�6\ULDQ�HIIRUWV�WR�GHWHU�LOOLFLW
FXOWLYDWLRQ�DQG�VPXJJOLQJ�DFWLYLW\��/HEDQRQ�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�

,,��6WDWXV�RI�&RXQWU\

$OWKRXJK�WKH�*2/�KDV�FRQWLQXHG�WR�FRPEDW�LOOHJDO�FURS�FXOWLYDWLRQ��WKH�*2/�KDV�QRWHG�WKDW�WKH
GHWHULRUDWLQJ�HFRQRPLF�VLWXDWLRQ�LQ�WKH�FRXQWU\³HVSHFLDOO\�ZLWKLQ�WKH�DJULFXOWXUDO�VHFWRU³KDV�UHVXOWHG
LQ�LVRODWHG�LQFLGHQWV�RI�LQGLYLGXDO�IDUPHUV�FXOWLYDWLQJ�LOOLFLW�FURSV��LQFOXGLQJ�KDVKLVK�DQG�RSLXP��:LWK
WKLV�LOOLFLW�FXOWLYDWLRQ�KDV�FRPH�D�VOLJKW�LQFUHDVH�LQ�WKH�OHYHO�RI�YLROHQFH�LQ�WKH�GUXJ�SURGXFLQJ�DUHDV�
$OWKRXJK�WKH�JRYHUQPHQW�KDV�JDLQHG�FRQWURO�RYHU�WKHVH�DUHDV��RFFDVLRQDOO\�SURGXFHUV�RI�LOOLFLW�FURSV
KDYH�VKRW�DW�VWUDQJHUV�ZKR�ZHUH�SHUFHLYHG�WR�EH�WKUHDWHQLQJ��2QH�VXFK�LQFLGHQW�RFFXUUHG�LQ�6HSWHPEHU
ZKHQ�XQNQRZQ�DVVDLODQWV�ILUHG�D�EXUVW�RI�PDFKLQH�JXQ�ILUH�DW�D�(XURSHDQ�GLSORPDW�GULYLQJ�RQ�D
VHFRQGDU\�URDGZD\�QHDU�+LUPLO�

,Q�������WKH�,QWHUQDO�6HFXULW\�)RUFHV��,6)�³WKH�ODZ�HQIRUFHPHQW�DJHQF\�WDVNHG�ZLWK�FRXQWHUQDUFRWLFV



UHVSRQVLELOLWLHV³GHVWUR\HG�RSLXP�FXOWLYDWLRQ�LQ�VHYHUDO�DUHDV�RI�WKH�%HTD
�9DOOH\��+RZHYHU��VRPH
SORWV�LQ�UHPRWH�DUHDV�RI�WKH�YDOOH\�OLNHO\�HVFDSHG�GHWHFWLRQ��7KH�,6)�HVWLPDWHV�WKDW�DSSUR[LPDWHO\
�������VTXDUH�PHWHUV�RI�ODQG�DUH�XVHG�IRU�KDVKLVK�SURGXFWLRQ��DQG��������VTXDUH�PHWHUV�DUH�GHGLFDWHG
WR�SRSS\�SURGXFWLRQ�

)RXU�W\SHV�RI�GUXJV�DUH�DYDLODEOH�LQ�/HEDQRQ³KDVKLVK��KHURLQ��FRFDLQH��PHWKDPSKHWDPLQH�DQG�RWKHU
V\QWKHWLFV��HFVWDV\��DOWKRXJK�KDVKLVK�DQG�KHURLQ�DUH�QR�ORQJHU�DYDLODEOH�LQ�ODUJH�TXDQWLWLHV��6PDOO
TXDQWLWLHV�FRQWLQXH�WR�EH�DYDLODEOH�IRU�ORFDO�FRQVXPSWLRQ�

/HEDQRQ�LV�QRW�D�PDMRU�WUDQVLW�FRXQWU\�DQG�PRVW�WUDIILFNLQJ�LV�GRQH�E\�DPDWHXUV��UDWKHU�WKDQ�PDMRU�GUXJ
QHWZRUNV��0DULMXDQD�DQG�RSLXP�GHULYDWLYHV�DUH�WUDIILFNHG�WR�D�PRGHVW�H[WHQW�LQ�WKH�UHJLRQ�EXW�WKHUH�LV
QR�HYLGHQFH�WKDW�LOOLFLW�QDUFRWLFV�WKDW�WUDQVLW�/HEDQRQ�UHDFK�WKH�8�6��LQ�VXIILFLHQW�DPRXQWV�WR�KDYH�D
VLJQLILFDQW�HIIHFW�RQ�WKH�8�6��6RXWK�$PHULFDQ�FRFDLQH�LV�VPXJJOHG�LQWR�/HEDQRQ�SULPDULO\�YLD�DLU�DQG
VHD�URXWHV�IURP�(XURSH��-RUGDQ�DQG�6\ULD��/HEDQHVH�QDWLRQDOV�OLYLQJ�LQ�6RXWK�$PHULFD�LQ�FRQFHUW�ZLWK
UHVLGHQW�/HEDQHVH�WUDIILFNHUV�RIWHQ�ILQDQFH�WKHVH�RSHUDWLRQV��6\QWKHWLFV�DUH�VPXJJOHG�LQWR�/HEDQRQ�IRU
XVH�E\�D�ZHDOWK\�JURXS��ZKLFK�IUHTXHQWV�FOXEV�

7KHUH�LV�QR�VLJQLILFDQW�ODERUDWRU\�SURFHVVLQJ�DFWLYLW\��VXFK�DFWLYLW\�KDV�SUDFWLFDOO\�GLVDSSHDUHG�GXH�WR
YLJLODQFH�RI�WKH�6\ULDQ�DQG�/HEDQHVH�JRYHUQPHQWV��6PDOO�DPRXQWV�RI�SUHFXUVRU�FKHPLFDOV��KRZHYHU�
VKLSSHG�IURP�/HEDQRQ�WR�7XUNH\�YLD�6\ULD��OLNHO\�HVFDSH�GHWHFWLRQ��/HJLVODWLRQ�SDVVHG�LQ�����
DXWKRUL]HG�VHL]XUH�RI�DVVHWV�LI�D�GUXJ�WUDIILFNLQJ�QH[XV�LV�HVWDEOLVKHG�LQ�FRXUW�SURFHHGLQJV��'HVSLWH
/HEDQRQ
V�WLJKW�EDQNLQJ�VHFUHF\�ODZV��DXWKRULWLHV�VHL]HG����������LQ�QDUFRIXQGV�RQ�EHKDOI�RI
,17(532/
V�RIILFH�LQ�&RSHQKDJHQ��'HQPDUN�

,,,��&RXQWU\�$FWLRQ�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��$OWKRXJK�WKHUH�KDYH�EHHQ�QR�QHZ�SROLF\�LQLWLDWLYHV�UHJDUGLQJ�LOOLFLW�QDUFRWLFV�RYHU
WKH�SDVW�\HDU��WKH�*2/�FRQWLQXHV�WR�VXSSRUW�DQWLQDUFRWLFV�LQLWLDWLYHV�ERWK�XQLODWHUDOO\�DQG�LQ
FRRUGLQDWLRQ�ZLWK�LQWHUQDWLRQDO�RUJDQL]DWLRQV�DQG�RWKHU�FRXQWULHV�WKURXJK�WUDLQLQJ�DQG�SURJUDP
SDUWLFLSDWLRQ�

$FFRPSOLVKPHQWV��7KH�/HEDQHVH�JRYHUQPHQW��LQ�FRRSHUDWLRQ�ZLWK�6\ULDQ�DXWKRULWLHV��FRQWLQXHV�WR
VXSSUHVV�WKH�LOOLFLW�FXOWLYDWLRQ�RI�RSLXP�DQG�FDQQDELV�LQ�WKH�%HTD
�9DOOH\��7KH�,6)�UHPDLQV�GHGLFDWHG
WR�FRXQWHULQJ�WKH�GUXJ�WUDGH��,Q�$SULO��,6)�'LUHFWRU�*HQHUDO�$EGHO�.DULP�,EUDKLP�VWUHVVHG�WKH�QHHG�WR
�FRPEDW�WKH�SODJXH�RI�GUXJV�DQG�URRW�LW�RXW���,Q�SXUVXLW�RI�WKHVH�HQGV��WKH�,6)�FRQWLQXHV�WR�FDUU\�RXW
LWV�RZQ�FURS�VXEVWLWXWLRQ�SURJUDP�

,Q�DGGLWLRQ�WR�LWV�XQLODWHUDO�HIIRUWV��WKH�*2/�ZRUNV�FORVHO\�ZLWK�WKH�8QLWHG�1DWLRQV�'UXJ�&RQWURO
3URJUDP��81'&3��WR�SURYLGH�VXEVWLWXWH�FURSV�IRU�ORFDO�IDUPHUV��2YHU�WKH�SDVW�VL[�\HDUV��WKH�81'&3
KDV�SURYLGHG�DERXW�RQH�WKLUG�RI�WKH�IXQGV��DQ�HVWLPDWHG������PLOOLRQ��XVHG�LQ�/HEDQRQ
V�DOWHUQDWLYH
GHYHORSPHQW�SURJUDP��2QH�RI�WKH�RUJDQL]DWLRQ
V�ODUJHVW�SURJUDPV�WDUJHWV�WKH�%DDOEDN�+LUPLO�DUHD�
ZKHUH�WKH�81'&3�RSHUDWHV�VL[�KHDOWKFDUH�FHQWHUV�DQG�SURYLGHV�ORDQV�DQG�YRFDWLRQDO�WUDLQLQJ�IRU
IDUPHUV��7KLV�SURJUDP�LV�FXUUHQWO\�RSHUDWLQJ�XQGHU�WHPSRUDU\�HPHUJHQF\�IXQGLQJ�ZKLFK�ZLOO�UXQ�RXW
DIWHU�WKH�ILUVW�TXDUWHU�RI�������)DUPHUV�LQ�WKH�%HTD
�9DOOH\�DUH�GLVVDWLVILHG�ZLWK�FURS�VXEVW LWXWLRQ
SURMHFWV��*LYHQ�WKH�FXUUHQW�DJULFXOWXUDO�FULVLV�LQ�WKH�FRXQWU\��DV�GHYHORSPHQW�IXQGV�IDLO�WR�DSSHDU��PRUH
DQG�PRUH�LPSRYHULVKHG�IDUPHUV�ZLOO�FRQVLGHU�UHVXPSWLRQ�RI�FXOWLYDWLRQ�RI�LOOLFLW�FURSV�DV�D�VRXUFH�RI
LQFRPH�

/DZ�(QIRUFHPHQW�DQG�7UDQVLW�&RRSHUDWLRQ��/HEDQHVH�VHFXULW\�VHUYLFHV�FRRUGLQDWH�ZLWK�WKHLU
LQWHUQDWLRQDO�FRXQWHUSDUWV�DQG�LQ�$SULO�������WKH�,6)�DQG�WKH�81�'UXJ�&RQWURO�3URJUDP�LQDXJXUDWHG�D
WZR�ZHHN�WUDLQLQJ�VHVVLRQ�RI�,6)�DQG�FXVWRPV�RIILFHUV�WR�FRPEDW�GUXJV�DQG�FULPH�LQ�/HEDQRQ��7KH�,6)
UHSRUWV�WKDW�FORVH�JRYHUQPHQWDO�FRRSHUDWLRQ�H[LVWV�ZLWK�WKH�PDMRU�WUDQVLW�FRXQWULHV��SDUWLFXODUO\�WKRVH
LQ�(XURSH��7KH�/HEDQHVH�PLOLWDU\�DOVR�FORVHO\�FRRUGLQDWHV�LWV�DFWLYLWLHV�DJDLQVW�GUXJ�WUDIILFNHUV�ZLWK�LWV
6\ULDQ�FRXQWHUSDUWV��$XWKRULWLHV�VHL]HG����������LQ�QDUFRIXQGV�RQ�EHKDOI�RI�,17(532/
V�RIILFH�LQ
&RSHQKDJHQ�

'RPHVWLF�3URJUDPV�'HPDQG�5HGXFWLRQ��8QWLO�UHFHQWO\��/HEDQHVH�OHDGHUV�GLG�QRW�SHUFHLYH�LOOLFLW
GUXJ�XVH�DV�D�VLJQLILFDQW�SUREOHP��$V�D�UHVXOW��WKH�RQO\�HQWLW\�LQ�/HEDQRQ�WKDW�LV�HQJDJHG�LQ�WUHDWLQJ�DQG
UHKDELOLWDWLQJ�GUXJ�XVHUV�LV�2XP�DO�1RXU��21���D�%HLUXW�EDVHG�1*2��$FFRUGLQJ�WR�WKH�'LUHFWRU
*HQHUDO�RI�WKH�RUJDQL]DWLRQ��JRYHUQPHQW�RIILFLDOV�DUH�VORZO\�UHDOL]LQJ�WKH�WKUHDW�SRVHG�E\�GRPHVWLF
FRQVXPSWLRQ�RI�LOOLFLW�QDUFRWLFV��DQG�SURYLGH����WR����SHUFHQW�RI�21
V�\HDUO\�EXGJHW�RI�����������,Q
DGGLWLRQ��WKH�RUJDQL]DWLRQ�UHFHLYHV�VXSSRUW��PDLQO\�SROLWLFDO�DQG�ORJLVWLFDO��IURP�/HEDQRQ
V�0LQLVWU\�RI
6RFLDO�$IIDLUV��21�HVWLPDWHV�WKDW�WKH�DJH�RI�/HEDQRQ
V�GUXJ�DGGLFWV�KDV�VWHDGLO\�GHFUHDVHG�VLQFH�WKH
HQG�RI�WKH�FRXQWU\
V�FLYLO�ZDU�LQ�������ZLWK�SUH�FROOHJH�DQG�FROOHJH�DJH�\RXWK�QRZ�EHLQJ�WKH�PRVW
YXOQHUDEOH�DJH�JURXS��21�VWDWLVWLFV�FLWH�WKDW�WKH�PRVW�FRPPRQO\�DEXVHG�LOOLFLW�VXEVWDQFH�LV�KHURLQ�EXW



XVH�RI��GHVLJQHU��GUXJV�VXFK�DV�PHWKDPSKHWDPLQHV�DQG�HFVWDV\�LV�SUHVHQW�DQG�SRVVLEO\�ULVLQJ�

21�RSHUDWHV�WKUHH�GUXJ�WUHDWPHQW�FHQWHUV�LQ�/HEDQRQ��WZR�IRU�PHQ�DQG�RQH�IRU�ZRPHQ��ZKLFK�DUH
FDSDEOH�RI�SURYLGLQJ�FRQWLQXRXV�WUHDWPHQW�WR����SDWLHQWV�D�\HDU��:KLOH�WKH�WUHDWPHQW�IDFLOLWLHV�IRU�KDUG�
FRUH�DGGLFWV�LV�DGHTXDWH��WKH�'LUHFWRU�*HQHUDO�RI�21�DGPLWV�WKDW�WKH�RUJDQL]DWLRQ�ODFNV�RXW�SDWLHQW
FDUH�IRU�WKRVH�LQGLYLGXDOV�ZKRVH�DGGLFWLRQV�GR�QRW�QHFHVVDULO\�ZDUUDQW�KRVSLWDOL]DWLRQ��21�DOVR
HQJDJHV�LQ�GUXJ�SUHYHQWLRQ�DFWLYLWLHV�VXFK�DV�GLVWULEXWLQJ�DQWLGUXJ�SDUDSKHUQDOLD�RQ�FROOHJH�FDPSXVHV
DQG�SURPRWLQJ�GUXJ�DZDUHQHVV�DPRQJ�WKH�SRSXODWLRQ�

/DZ�(QIRUFHPHQW�(IIRUWV��%HWZHHQ�-DQXDU\���DQG�1RYHPEHU���������������SHUVRQV�ZHUH�DUUHVWHG
RQ�FKDUJHV�UHODWHG�WR�QDUFRWLFV�SURGXFWLRQ��WUDQVSRUWDWLRQ��RU�GLVWULEXWLRQ��'XULQJ�WKLV�VDPH�WLPH
IUDPH��D�WRWDO�RI�������GUXJ�UHODWHG�FDVHV�ZHUH�LQYHVWLJDWHG��7KURXJKRXW�WKH�\HDU��WKH�*2/�PDGH
VHYHUDO�HIIRUWV�WR�FRXQWHU�QDUFRWLFV�DFWLYLWLHV�LQ�/HEDQRQ��LQFOXGLQJ�

,Q�0D\�������WKH�,6)�DQG�/HEDQHVH�-XGLFLDU\�3ROLFH�HUDGLFDWHG�DERXW�������VTXDUH�PHWHUV�RI
RSLXP�LQ�WKH�QRUWKHUQ�%HTD
�9DOOH\��7KHUH�ZDV�RQH�DUUHVW�LQ�DVVRFLDWLRQ�ZLWK�WKLV�RSHUDWLRQ�

,Q�6HSWHPEHU�������WKH�/HEDQHVH�$UPHG�)RUFHV�DUUHVWHG�WHQ�PHPEHUV�RI�D�PRQH\�ODXQGHULQJ
ULQJ�D�IHZ�PLOHV�VRXWK�RI�%HLUXW��$FFRUGLQJ�WR�ORFDO�PHGLD�DFFRXQWV�RI�WKH�DUUHVW��WKH�LQGLYLGXDOV
ZHUH�HQ�URXWH�WR�WKH�C$\Q�DO�+LOZHK�3DOHVWLQLDQ�UHIXJHH�FDPS�LQ�VRXWK�/HEDQRQ�

&RUUXSWLRQ��&RUUXSWLRQ�UHPDLQV�HQGHPLF�LQ�/HEDQRQ�XS�WR�WKH�VHQLRU�OHYHO�RI�JRYHUQPHQW��:KLOH�ORZ�
OHYHO�FRUUXSWLRQ�LQ�WKH�DQWLQDUFRWLFV�IRUFHV�LV�SRVVLEOH��WKHUH�LV�QR�HYLGHQFH�RI�ZLGH�VFDOH�FRUUXSWLRQ
ZLWKLQ�WKH�,6)��ZKLFK�DSSHDUV�WR�EH�JHQXLQHO\�GHGLFDWHG�WR�FRPEDWLQJ�WKH�ZDU�RQ�GUXJV�

$JUHHPHQWV�DQG�7UHDWLHV��/HEDQRQ�DQG�WKH�8QLWHG�6WDWHV�KDYH�QR�IRUPDO�ELODWHUDO�DJUHHPHQWV
DGGUHVVLQJ�WKH�LVVXHV�RI�QDUFRWLFV�WUDIILFNLQJ�RU�H[WUDGLWLRQ��/HEDQRQ�LV�D�SDUW\�WR�WKH������81�'UXJ
&RQYHQWLRQ�

&XOWLYDWLRQ�DQG�3URGXFWLRQ��7KH�,6)�HVWLPDWHV�WKDW�DSSUR[LPDWHO\��������VTXDUH�PHWHUV�RI�ODQG�DUH
XVHG�IRU�KDVKLVK�SURGXFWLRQ��DQG��������VTXDUH�PHWHUV�DUH�GHGLFDWHG�WR�SRSS\�SURGXFWLRQ��7KH�,6)
V
FODLP�WR�KDYH�GHVWUR\HG�DOO�RI�WKH�LOOLFLW�SRSS\�FURSV�LV�OLNHO\�WR�EH�DFFXUDWH�EHFDXVH�VXFK�FXOWLYDWLRQ
UHTXLUHV�LUULJDWLRQ��ZKLFK�LV�RQO\�DYDLODEOH�LQ�ILHOGV�WKDW�WKH�,6)�VWULFWO\�FRQWUROV��DQG�������VTXDUH
PHWHUV�RI�KDVKLVK��*2/�DXWKRULWLHV�PDLQWDLQ�WKDW�DV�D�UHVXOW�RI�GHVWUXFWLRQ�RI�SRSS\�SODQWDWLRQV��WKH
SURGXFWLRQ�RI�KHURLQ�KDV�EHHQ�QHDUO\�HOLPLQDWHG��7KH�*2/�HVWLPDWHV�WKDW����07�RI�KDVKLVK�ZDV
SURGXFHG�LQ�������%DVHG�RQ�FURS�TXDOLW\��RQH�PHWULF�WRQ�RI�JUHHQ�FDQQDELV�\LHOGV�WKH�IROORZLQJ
TXDQWLWLHV��ILYH�NLORJUDPV�RI�KDVKLVK�ILUVW�FDWHJRU\��]DKUD���ILYH�NLORJUDPV�RI�VHFRQG�FDWHJRU\�KDVKLVK
�NDEVKHK���ILYH�NLORJUDPV�RI�WKLUG�FDWHJRU\�RI�KDVKLVK��EDE�WDOHW���DQG�WZR�NLORJUDPV�RI�KDVKLVK�VHHGV�
7KHUH�LV�QR�HYLGHQFH�WKDW�WKHVH�FDQQDELV�GHULYDWLYHV�KDYH�D�VLJQLILFDQW�HIIHFW�RQ�WKH�8�6��

'UXJ�)ORZ�7UDQVLW��7UDQVLW�YLD�WUDGLWLRQDO�VPXJJOLQJ�URXWHV�KDV�EHHQ�FXUWDLOHG�E\�MRLQW�6\ULDQ�
/HEDQHVH�FRRSHUDWLRQ��EXW�QRQHWKHOHVV�FRQWLQXHV��7KH�WUDQVSRUW�RI�KDVKLVK�DFURVV�WKH�6\ULD�/HEDQRQ
ERUGHU�KDV�GHFOLQHG�VXEVWDQWLDOO\�LQ�TXDQWLW\�DQG�YDOXH�VLQFH������GXH�WR�WKH�GHGLFDWLRQ�RI�WKH
/HEDQHVH�DQG�WKH�6\ULDQ�JRYHUQPHQWV�WR�ILJKWLQJ�GUXJ�WUDIILFNLQJ�DQG�WKH�FRQWLQXDWLRQ�RI�D�MRLQW�GUXJ
HUDGLFDWLRQ�SURJUDP�ODXQFKHG�LQ�������'UXJ�WUDIILFNLQJ�DORQJ�WKH�,VUDHO�/HEDQRQ�ERUGHU�KDV�EHHQ
YLUWXDOO\�QRQH[LVWHQW�IROORZLQJ�WKH�,VUDHOL�ZLWKGUDZDO�IURP�/HEDQRQ�LQ�0D\������DQG�WKH�VXEVHTXHQW
QHDU�VHDOLQJ�RI�WKH�ERUGHU��'HVSLWH�WKH�JRYHUQPHQW
V�HIIRUWV��KRZHYHU��WKH�IORZ�RI�LOOLFLW�QDUFRWLFV�LQWR
DQG�RXW�RI�/HEDQRQ�FRQWLQXHV��7KH�HQG�GHVWLQDWLRQ�IRU�LQGLJHQRXVO\�SURGXFHG�KDVKLVK�DQG�RSLXP�LV
PDLQO\�(XURSH�DQG�WKH�0LGGOH�(DVW��KRZHYHU�WKHUH�KDYH�EHHQ�VFDWWHUHG�UHSRUWV�WKDW�VXFK�VXEVWDQFHV
DUH�EHLQJ�VPXJJOHG�LQWR�WKH�8QLWHG�6WDWHV��7KH�*2/�DOVR�FRQFHGHV�WKDW�VPDOO�TXDQWLWLHV�RI�PRUSKLQH
DQG�KHURLQ�DUH�VPXJJOHG�RYHUODQG�IURP�7XUNH\�IRU�ORFDO�XVH�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

8�6��3ROLF\�,QLWLDWLYHV��,Q�PHHWLQJV�ZLWK�/HEDQHVH�RIILFLDOV��WKH�86*�FRQWLQXHV�WR�VWUHVV�WKH�QHHG�IRU
GLOLJHQFH�LQ�SUHYHQWLQJ�WKH�SURGXFWLRQ�DQG�WUDQVSRUWDWLRQ�RI�QDUFRWLFV��WKH�LPSRUWDQFH�RI
DQWLFRUUXSWLRQ�HIIRUWV��DQG�WKH�PHULWV�RI�WUDQVSDUHQF\�LQ�WKH�EDQNLQJ�V\VWHP��86$,'��LQ�FORVH
FRRSHUDWLRQ�ZLWK�WKH�8�6��(PEDVV\�LQ�%HLUXW��FRQWLQXHV�LWV�IRXU�FRPSRQHQW�SURJUDP�WR�DLG�DQG
HPSRZHU�NH\�/HEDQHVH�VWDNHKROGHUV��ORFDO�JRYHUQPHQW��PHGLD��DQG�FLYLO�VRFLHW\�LQ�WKHLU�HIIRUWV�WR�ILJKW
FRUUXSWLRQ��7KH�SURJUDP�DLPV�WR�LQFUHDVH�SXEOLF�DZDUHQHVV�RI�WKH�FRVWV�RI�FRUUXSWLRQ��VWUHQJWKHQ
LQYHVWLJDWLYH�MRXUQDOLVP��IRVWHU�WUDQVSDUHQF\�DQG�DFFRXQWDELOLW\�DW�WKH�PXQLFLSDO�JRYHUQPHQW�OHYHO��DQG
SURYLGH�VPDOO�JUDQWV�WR�VXSSRUW�DQWLFRUUXSWLRQ�HIIRUWV�E\�ORFDO�JURXSV��2Q�WKH�VXSSO\�VLGH��86$,'�LV
ZRUNLQJ�ZLWK�ORFDO�YLOODJHV�WR�SURPRWH�WKH�VXEVWLWXWLRQ�RI�LOOLFLW�FURSV�ZLWK�OHJLWLPDWH��HFRQRPLFDOO\
YLDEOH�RQHV�

%LODWHUDO�&RRSHUDWLRQ��,Q�PLG�6HSWHPEHU�������WKH�/HEDQHVH�MXGLFLDU\�RIIHUHG�WR�DVVLVW�WKH�86*�LQ



SURVHFXWLQJ�WZR�/HEDQHVH�H[SDWULDWHV�ZKR�ZHUH�DWWHPSWLQJ�WR�WUDQVSRUW�KHURLQ�LQWR�WKH�8�6��IURP
/HEDQRQ��&RRSHUDWLRQ�DOVR�WDNHV�WKH�IRUP�RI�FRXQWHUQDUFRWLFV�WUDLQLQJ�FRXUVHV�DQG�RSHUDWLRQDO
JXLGDQFH�

7KH�5RDG�$KHDG��*LYHQ�WKH�OHYHO�RI�6\ULDQ�LQYROYHPHQW�LQ�/HEDQHVH�GRPHVWLF�DIIDLUV��VXFFHVV�LQ
FRPEDWLQJ�QDUFRWLFV�FXOWLYDWLRQ�DQG�WUDIILFNLQJ�GHSHQGV�RQ�WKH�ZLOO�RI�ERWK�WKH�6\ULDQ�DQG�/HEDQHVH
JRYHUQPHQWV��6\ULD�KDV�GHPRQVWUDWHG�D�FRQWLQXHG�FRPPLWPHQW�WR�DQWLQDUFRWLFV�DFWLRQV�LQ�/HEDQRQ�
6\ULD�LV�H[SHFWHG�WR�FRQWLQXH�WKLV�SROLF\��7KH�*2/�KDV�QRW�VXFFHVVIXOO\�GHYHORSHG�D�VRFLR�HFRQRPLF
VWUDWHJ\�WR�WDFNOH�WKH�SUREOHP�RI�FURS�VXEVWLWXWLRQ��7KH�JRYHUQPHQW�ZDV�VXFFHVVIXO�LQ�GHVWUR\LQJ�WKH
LOOHJDO�FURSV�EXW�KDV�\HW�WR�ILQG�D�VXLWDEOH�FURS�WR�UHSODFH�WKH�ORVW�UHYHQXHV�DQG�VXVWDLQ�WKH�OLYHOLKRRGV
RI�ORFDO�ID UPHUV��7KH�86*�ZLOO�FRQWLQXH�WR�SUHVV�WKH�*2/�WR�PDLQWDLQ�LWV�FRPPLWPHQW�WR�FRPEDWLQJ
GUXJ�SURGXFWLRQ�DQG�WUDQVLW��LPSOHPHQWLQJ�LWV�DQWLFRUUXSWLRQ�SROLFLHV��DQG�HQIRUFLQJ�LWV�QHZ�PRQH\�
ODXQGHULQJ�VWDWXWHV�

Lesotho
,��6XPPDU\

/HVRWKR�LV�QRW�D�PDMRU�SURGXFHU�RI�QDUFRWLFV�RU�SUHFXUVRU�FKHPLFDOV��QRU�GRHV�LW�KDYH�GUXJ�SURFHVVLQJ
ODERUDWRULHV�RU�KLJK�OHYHOV�RI�PRQH\�ODXQGHULQJ��+LJK�TXDOLW\�PDULMXDQD�LV�ZLGHO\�FXOWLYDWHG�LQ�/HVRWKR�
LQFOXGLQJ�LQ�WKH�FRXQWU\
V�PRXQWDLQV��DQG�LV�VPXJJOHG�WR�PDMRU�FLWLHV�LQ�6RXWK�$IULFD��EXW�LV�QRW
VPXJJOHG�RXWVLGH�WKH�UHJLRQ��ZLWK�WKH�SRVVLEOH�H[FHSWLRQ�RI�VRPH�VKLSPHQWV�WR�(XURSH��/HVRWKR
VXIIHUV�IURP�WKH�LPSDFW�RI�6RXWK�$IULFD�EDVHG�RUJDQL]HG�FULPH��PDLQO\�LQ�WKH�DUHDV�RI�OLYHVWRFN�DQG
PRWRU�YHKLFOH�WKHIW�DQG�DUPHG�UREEHU\��DJDLQVW�ZKLFK�PRVW�RI�WKH�FRXQWU\
V�VFDUFH�SRO LFH�UHVRXUFHV�DUH
GHSOR\HG��'RPHVWLF�QDUFRWLFV�DEXVH�LV�QRW�D�VHULRXV�VRFLDO�SUREOHP�

,,��6WDWXV�RI�&RXQWU\

6RPH�KLJK�TXDOLW\�PDULMXDQD�JURZQ�LQ�WKH�UXUDO��PRXQWDLQRXV�UHJLRQV�RI�WKH�FRXQWU\�LV�VPXJJOHG�WR
PDMRU�FLWLHV�LQ�6RXWK�$IULFD��EXW�LW�GRHV�QRW�DSSHDU�WKDW�/HVRWKR�PDULMXDQD�LV�VKLSSHG�WR�ZLGHO\�RXWVLGH
WKH�UHJLRQ��7KHUH�LV�VRPH�LQGLFDWLRQ�WKDW�VRPH�PDULMXDQD�PLJKW�EH�VKLSSHG�WR�(XURSH�

/HVRWKR�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��WKH������81�6LQJOH�&RQYHQWLRQ�RQ�1DUFRWLF
'UXJV�DQG�LWV������3URWRFRO��DQG�WKH������81�&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV��,W�KDV�DOVR
DSSURYHG�WKH�6RXWKHUQ�$IULFDQ�'HYHORSPHQW�&RPPXQLW\��6$'&��&RXQWHUQDUFRWLFV�3URWRFRO�DQG�WKH
�����8�6��8.�([WUDGLWLRQ�WUHDW\�UHPDLQV�LQ�IRUFH�EHWZHHQ�WKH�8�6��DQG�/HVRWKR��,Q�'HFHPEHU������
/HVRWKR�VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO�2UJDQL]HG�&ULPH�DQG�LWV�SURWRFROV�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

/HVRWKR�LV�FRQFHUQHG�DERXW�WKH�SRVVLEOH�LPSDFW�RI�RUJDQL]HG�FULPH��EXW�LWV�KLJKHVW�SULRULWLHV�LQ�WKDW
UHJDUG�DUH�OLYHVWRFN�DQG�PRWRU�YHKLFOH�WKHIW��ERWK�RI�ZKLFK�ZHUH�WKH�VXEMHFW�RI�QHZ�ODZV�HQDFWHG�E\
3DUOLDPHQW�GXULQJ�������7KH�SDVVDJH�RI�WKH�3UHYHQWLRQ�RI�&RUUXSWLRQ�DQG�(FRQRPLF�2IIHQVHV�$FW�LQ
$XJXVW������VHHNV�WR�DGGUHVV�DQRWKHU�KLJK�SURILOH�SUREOHP��7KH�*2/�LV�FXUUHQWO\�WU\LQJ�WR�VWDII�WKH
LQYHVWLJDWLQJ�ERG\�SURYLGHG�IRU�E\�WKDW�OHJLVODWLRQ�DQG�WR�IXUWKHU�VWXG\�DQG�DGRSW�WKH�EHVW�SUDFWLFHV�RI
6$'&�SDUWQHUV�DJDLQVW�SXEOLF�FRUUXSWLRQ�

/HVRWKR
V�VFDUFH�ODZ�HQIRUFHPHQW�UHVRXUFHV�KDYH�EHHQ�VWUHWFKHG�WR�WKH�OLPLW�GHDOLQJ�ZLWK�WKH�IRUHJRLQJ
SUREOHPV��DQG�WKH�FRXQWU\�KDV�WKXV�IDU�EHHQ�XQDEOH�WR�GHYHORS�D �PDVWHU�SODQ�FRQVLVWHQW�ZLWK�WKH�WHUPV
RI�WKH������81�'UXJ�&RQYHQWLRQ��$�WDVN�IRUFH�ZRUNLQJ�LQ�WKH�$WWRUQH\�*HQHUDO
V�2IILFH�LV�HYDOXDWLQJ
WKH�QHHG�IRU�DGGLWLRQDO�ODZV�EDVHG�RQ�PRGHOV�SUHSDUHG�E\�81'&3�IRU�LPSOHPHQWLQJ�WKH������81
'UXJ�&RQYHQWLRQ�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

/HVRWKR�VHQW�IRXU�SDUWLFLSDQWV�WR�WKH�8�6��VSRQVRUHG�5HJLRQDO�/DZ�(QIRUFHPHQW�7UDLQLQJ�1HHGV
$VVHVVPHQW�)RUXP�WKDW�ZDV�KHOG�LQ�*DERURQH�IURP�'HFHPEHU��������7KH�*2/�ZDQWV�WR�LPSURYH�LWV
LQVWLWXWLRQDO�FDSDFLW\�WR�ILJKW�FULPH��DQG�LV�HDJHUO\�DQWLFLSDWLQJ�WKH�WUDLQLQJ�RSSRUWXQLWLHV�WKDW�ZLOO�EH
DIIRUGHG�ZKHQ�WKH�,QWHUQDWLRQDO�/DZ�(QIRUFHPHQW�$FDGHP\��,/($��RSHQV�LQ�*DERURQH��%RWVZDQD�
FXUUHQWO\�VFKHGXOHG�IRU�ODWH������

Malawi

,��6XPPDU\



7KH�KHDUW�RI�0DODZL
V�GUXJ�DFWLYLW\�LV�PDULMXDQD���0DODZL�*ROG��LV�UHSXWHG�WR�EH�RI�KLJK�TXDOLW\�DQG�LV
YLHZHG�E\�DEXVHUV�LQ�WKH�UHJLRQ�DV�YHU\�GHVLUDEOH��5HDOL]LQJ�WKH�SRWHQWLDO�IRU�PRQHWDU\�JDLQ�WKURXJK�LWV
SURGXFWLRQ��PDQ\�LQ�0DODZL�DUH�WXUQLQJ�WR�WUDIILFNLQJ�DV�D�ZD\�WR�VXSSOHPHQW�RU�VXVWDLQ�WKHLU�IDPLOLHV�
:KLOH�0DODZL�LV�D�PDMRU�SURGXFHU�RI�FDQQDELV��LW�LV�VWLOO�RQO\�RI�UHJLRQDO�VLJQLILFDQFH��, WV�SURGXFWLRQ
GRHV�QRW�VLJQLILFDQWO\�DIIHFW�WKH�8�6��&RFDLQH�DQG�0DQGUD[�DUH�DEXVHG�LQ�0DODZL��EXW�WKH\�DUH�\HW�WR
HTXDO�WKH�GUXJ�DFWLYLW\�VXUURXQGLQJ�PDULMXDQD��+RZHYHU��0DQGUD[�IURP�,QGLD�WUDQVLWLQJ�.HQ\D�DOVR
WUDQVLWV�0DODZL�RQ�LWV�ZD\�WR�6RXWK�$IULFD��0DODZL�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�

,,��6WDWXV�RI�&RXQWU\

'UXJ�DEXVH�LQ�0DODZL�LV�QRW�UHFRJQL]HG�DV�D�VLJQLILFDQW�SUREOHP��2I�JUHDWHU�FRQFHUQ�DUH�0DODZL
V
SRURXV�ERUGHUV��ZKLFK�FRQWULEXWH�WR�DQ�LQFUHDVLQJ�SUHVHQFH�RI�LQWHUQDWLRQDO�GUXJ�WUDIILFNLQJ��5HFHQW
DUUHVWV�RI�QRQ�0DODZLDQV�KDYH�SRLQWHG�RXW�WKH�DWWUDFWLYH�QDWXUH�RI�0DODZL�DV�D�WUDQVLW�VLWH�IRU
WUDIILFNHUV�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV

7KH�*20�LV�LQWROHUDQW�RI�LOOHJDO�GUXJ�DFWLYLW\��,Q�������SHQDOWLHV�ZHUH�LQFUHDVHG�IRU�GUXJ�RIIHQFHV
IURP�D�PLQLPXP�VHQWHQFH�RI�WHQ�\HDUV�LPSULVRQPHQW�WR�D�PD[LPXP�RI�OLIH�LPSULVRQPHQW�DQG�RU
0.���������0DODZL�.ZDFKD���3UHVHQWO\�WKHUH�LV�D�FRPPLVVLRQ�UHYLHZLQJ�WKH��'DQJHURXV�'UXJ�$FW�
WR�HQVXUH�LW�LV�XS�WR�GDWH�DQG�FRPSUHKHQVLYH��7KH�*20�LV�PLQGIXO�RI�WKH������81�'UXJ�&RQYHQWLRQ
WR�ZKLFK�LW�LV�D�SDUW\��EXW�OLPLWHG�UHVRXUFHV�SUHYHQW�D�VXVWDLQHG�HIIRUW�LQ�DFKLHYLQJ�WKH�JRDOV�RI�WKH
&RQYHQWLRQ��$ERXW�WHQ�WRQV�RI�FDQQDELV�ZHUH�VHL]HG�GHVWUR\HG�GXULQJ�WKH�FXUUHQW�\HDU��DFFRUGLQJ�WR
ORFDO�HQIRUFHPHQW�RIILFLDOV�

$V�D�PHPEHU�RI�WKH�6RXWKHUQ�$IULFDQ�'HYHORSPHQW�&RPPXQLW\��6$'&���0DODZL�LV�D�VLJQDWRU\�RI�WKH
�6$'&�3URWRFRO�RQ�&RPEDWLQJ�,OOLFLW�'UXJ�7UDIILFNLQJ���,Q������0DODZL�VLJQHG�DQ�DJUHHPHQW
FRQWLQXLQJ�LQWR�IRUFH�WKH������8�6��8.�H[WUDGLWLRQ�WUHDW\��0DODZL�LV�DOVR�D�SDUW\�WR�WKH������81
6LQJOH�&RQYHQWLRQ�RQ�1DUFRWLF�'UXJV�DQG�LWV������3URWRFRO�DQG�WKH������81�&RQYHQWLRQ�RQ
3\VFKRWURSLF�6XEVWDQFHV��,Q�'HFHPEHU�������0DODZL�VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW
7UDQVQDWLRQDO�2UJDQL]HG�&ULPH��7KH�81'&3�FRQGXFWHG�D�WUDLQLQJ�FRXUVH�LQ�������DQG�LQ�������WKH
'DQJHURXV�'UXJ�8QLW�UHFHLYHG�EDGO\�QHHGHG�YHKLFOHV�IURP�WKH�81�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

%LODWHUDO�&RRSHUDWLRQ��7ZR�VHQLRU�0DODZL�'UXJ�2IILFHUV�DWWHQGHG�D�WZR�ZHHN�UHJLRQDO�VHPLQDU�RQ
GUXJ�FRQWURO�RUJDQL]HG�E\�'($�LQ�&DSH�7RZQ��6RXWK�$IULFD�LQ������

Mauritius

0DXULWLXV�LV�D�PLQRU�FRQVXPHU�DQG�WUDQVVKLSPHQW�URXWH�IRU�KHURLQ�IURP�6RXWK�$VLD��SULPDULO\�WR�6RXWK
$IULFD��$�VPDOO�DPRXQW�RI�FDQQDELV��HVWLPDWHG�DW��������SODQWV�PD[LPXP��LV�SURGXFHG�DQG�FRQVXPHG
ORFDOO\��7KHUH�DUH�LQFUHDVLQJ�UHSRUWV�WKDW�0DXULWLDQV�DUH�VPRNLQJ�KHURLQ�DQG�RSLXP��$Q�(FRQRPLF
&ULPH�DQG�$QWL�0RQH\�/DXQGHULQJ�/DZ�ZDV�HQDFWHG�LQ�-XO\��DQG�WKH�QHZO\�FUHDWHG�(FRQRPLF�&ULPH
2IILFH�LV�DOUHDG\�FDUU\LQJ�RXW�LQYHVWLJDWLRQV�LQWR�VXVSHFWHG�PRQH\�ODXQGHULQJ�DFWLYLW\��$�QHZ�$QWLGUXJ
/DZ�ZDV�SDVVHG�LQ�'HFHPEHU��ZKLFK�UHSRUWHGO\�ZLOO�DXWKRUL]H�WKH�IUHH]LQJ�RI�DVVHWV�XVHG�LQ�RU�GHULYHG
IURP�QDUFRWLFV�WUDIILFNLQJ��DV�ZHOO�DV�IDFLOLWDWH�XQGHUFRYHU�RSHUDWLRQV�

0DXULWLXV�LV�D�VLJQDWRU\�WR�WKH������81�&RQYHQWLRQ��EXW�KDV�QRW �UDWLILHG�LW��+RZHYHU��0DXULWLXV�LV�D
SDUW\�WR�WKH������81�6LQJOH�&RQYHQWLRQ�DQG�LWV������3URWRFRO�DQG�WR�WKH������81�&RQYHQWLRQ�RQ
3V\FKRWURSLF�6XEVWDQFHV��7KH�8QLWHG�6WDWHV�UHFRJQL]HV�WKH������8�6��8.�([WUDGLWLRQ�7UHDW\�DV�EHLQJ
LQ�IRUFH�ZLWK�0DXULWLXV�DQG�KDV�DVNHG�WKH�0DXULWLDQ�*RYHUQPHQW�WR�DIILUP�WKDW�WKLV�LV�WKH�FDVH��,Q
'HFHPEHU�������0DXULWLXV�VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO�2UJDQL]HG�&ULPH�

$�����SHUVRQ�$QWLGUXJ�DQG�6PXJJOLQJ�8QLW��$'68��ZLWKLQ�WKH�1DWLRQDO�3ROLFH�)RUFH�KDV�SULPDU\
UHVSRQVLELOLW\�IRU�QDUFRWLFV�ODZ�LQYHVWLJDWLRQV�DQG�HQIRUFHPHQW��DOWKRXJK�D����PHPEHU��)O\LQJ�6TXDG�
DOVR�FDUULHV�RXW�HQIRUFHPHQW�DFWLYLWLHV��$'68�KDV�LPSOHPHQWHG�D�FRRSHUDWLRQ�DJUHHPHQW�ZLWK�LWV
FRXQWHUSDUW�LQ�,QGLD��DQG�FRQWLQXHV�WR�GHYHORS�FRRSHUDWLYH�DUUDQJHPHQWV�ZLWK�6RXWKHUQ�$IULFDQ
'HYHORSPHQW�&RPPXQLW\��6$'&��SDUWQHUV�SXUVXDQW�WR�WKH�6$'&�3URWRFRO�RQ�,OOLFLW�'UXJ�7UDIILFNLQJ�
5HODWLRQV�ZLWK�WKH�8�6��'($�DUH�JRRG��'HVWUXFWLRQ�RI�FDQQDELV�SODQWV�KDV�VWHDGLO\�LQFUHDVHG�RYHU�WKH
ODVW�VHYHUDO�\HDUV��,QWHUHVWLQJO\��FDVHV�EHJXQ�IRU�SRVVHVVLRQ�RI�KHURLQ�KDYH�DOVR�PRXQWHG�VWHDGLO\��EXW
KHURLQ�VHL]XUHV�DUH�ORZ�LQ������DW�DERXW�����NLORJUDPV�DQG�VKRZ�QR�FOHDU�WUHQG�RYHU�WKH�ODVW�VHYHUDO
\HDUV��,Q������������NLORJUDPV�RI�FDQQDELV�ZHUH�VHL]HG��DQ�LQFUHDVH�IURP�����NLORJUDPV�LQ�������7KH
DXWKRULWLHV�VHL]HG�����JUDPV�RI�KDVKLVK�LQ�������7KH�DXWKRULWLHV�GHVWUR\HG��������FDQQDELV�SODQWV�LQ
������DQ�LQFUHDVH�IURP��������GHVWUR\HG�LQ������DQG��������GHVWUR\HG�LQ������



7KH�JRYHUQPHQW�SURYLGHV�GUXJ�HGXFDWLRQ�DQG�GHPDQG�UHGXFWLRQ�SURJUDPV�DQG�VXSSRUWV�VLPLODU
SURMHFWV�XQGHUWDNHQ�E\�1*2
V��$'68�KDV�GLVFRQWLQXHG�LWV�SUHSDUDWLRQ�RI�D�FRXQWHUQDUFRWLFV�PDVWHU
SODQ��EDVHG�RQ�WKH�DUJXPHQW�WKDW�QDUFRWLFV�DEXVH�LV�QRW�D�PDMRU�LVVXH�IRU�0DXULWLXV��&RUUXSWLRQ�LV
PRGHUDWH�E\�UHJLRQDO�VWDQGDUGV��DQG�GRHV�QRW�DSSHDU�WR�DIIHFW�FRXQWHUQDUFRWLFV�HIIRUWV�

7KH�8QLWHG�6WDWHV�SHULRGLFDOO\ �SURYLGHV�WUDLQLQJ�IRU�0DXULWLDQ�ODZ�HQIRUFHPHQW�DXWKRULWLHV��DQG�WZR
$'68�RIILFHUV�DWWHQGHG�D�UHJLRQDO�WUDLQLQJ�FRXUVH�LQ������

Morocco
I. Summary

'HVSLWH�WKH�*RYHUQPHQW�RI�0RURFFR
V��*20
V��ODZ�HQIRUFHPHQW�HIIRUWV��0RURFFR�UHPDLQV�D�PDMRU
SURGXFHU�DQG�H[SRUWHU�RI�FDQQDELV��:KLOH�WKHUH�FRQWLQXHV�WR�EH�QR�HYLGHQFH�0RURFFDQ�FDQQDELV
UHDFKHV�WKH�8QLWHG�6WDWHV�LQ�VLJQLILFDQW�DPRXQWV��DQ�HVWLPDWHG�������WRQV�LV�EHOLHYHG�WR�UHDFK�(XURSH
DQQXDOO\��(VWLPDWHV�YDU\��KRZHYHU��UHJDUGLQJ�WKH�H[WHQW�RI�FDQQDELV�FXOWLYDWLRQ�LQ�0RURFFR��7KH
*20
V�5R\DO�&HQWHU�IRU�5HPRWH�6HQVLQJ�HVWLPDWHV�WKDW�0RURFFR
V�FDQQDELV�JURZLQJ�DUHD�FRYHUV�D
WRWDO�RI���������������KHFWDUHV��7KHVH�QXPEHUV�DUH�ORZHU�WKDQ�WKRVH�RI�WKH�(XURSHDQ�8QLRQ��(8��
ZKLFK�HVWLPDWHV�WKH�DUHD�RI�FDQQDELV�FXOWLYDWLRQ�WR�EH���������������KHFWDUHV��7KH\�DUH�DOVR
VLJQLILFDQWO\�ORZHU�WKDQ�WKH�QXPEHUV�WKH�0RURFFDQ�JRYHUQPHQW�KDV�UHSRUWHG�LQ�WKH�SDVW��,W�LV�FOHDU�WKH
WKUHDW�SRVHG�E\�0RURFFDQ�HQIRUFHPHQW�HIIRUWV�KDV�QRW�EHHQ�VXIILFLHQW�WR�GHWHU�GUXJ�WUDIILFNLQJ��7KLV
UHDOLW\�FRXSOHG�ZLWK�*20�EXGJHWDU\�FRQVWUDLQWV�GRHV�QRW�ERGH�ZHOO�IRU�IXWXUH�SURJUHVV�DJDLQVW
FDQQDELV�FXOWLYDWLRQ��SURGXFWLRQ��DQG�WUDIILFNLQJ�LQ�0RURFFR��0RURFFR�LV�D�SDUW\�WR�WKH������81�'UXJ
&RQYHQWLRQ�

,,��6WDWXV�RI�&RXQWU\

0RURFFR�FRQVLVWHQWO\�UDQNV�DPRQJ�WKH�ZRUOG
V�ODUJHVW�SURGXFHUV�RI�FDQQDELV��DQG�LWV�FXOWLYDWLRQ�DQG
VDOH�SURYLGH�WKH�HFRQRPLF�EDVH�IRU�PXFK�RI�QRUWKHUQ�0RURFFR��$FFRUGLQJ�WR�(8�ODZ�HQIRUFHPHQW
RIILFLDOV��0RURFFDQ�FDQQDELV�LV�W\SLFDOO\�SURFHVVHG�LQWR�KDVKLVK��UHVLQ��RU�RLO�DQG�H[SRUWHG�WR�$OJHULD�
7XQLVLD��DQG�(XURSH��7R�GDWH��LQWHUQDWLRQDO�PRQH\�ODXQGHULQJ�DQG�SUHFXUVRU\�FKHPLFDOV�DUH�YLUWXDOO\
QRQ�IDFWRUV�ZLWKLQ�WKH�0RURFFDQ�GUXJ�PDUNHW�

:KLOH�FDQQDELV�LV�WKH�WUDGLWLRQDO�GUXJ�RI�FKRLFH�IRU�0RURFFDQV��WKHUH�LV�DOVR�D�VPDOO�EXW�JURZLQJ
GRPHVWLF�PDUNHW�IRU�KDUGHU�GUXJV�VXFK�DV�KHURLQ�DQG�FRFDLQH��1HZVSDSHU�UHSRUWV�RQ�0RURFFR
V�UROH�DV
D�PDMRU�SURGXFHU�DQG�H[SRUWHU�RI�GUXJV�DOOHJH�D�FRQQHFWLRQ�EHWZHHQ�ORFDO�GUXJ�WUDIILFNHUV�DQG
LQWHUQDWLRQDO�FDUWHOV�VXFK�DV�/DWLQ�$PHULFDQ�FRFDLQH�ULQJV��+RZHYHU��WKHVH�DOOHJDWLRQV�KDYH�QHYHU�EHHQ
VXEVWDQWLDWHG�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��,Q�������WKH�*20�HVWDEOLVKHG�D�FRRUGLQDWLRQ�XQLW�IRU�WKH�ILJKW�DJDLQVW�QDUFRWLFV�
8QLWH�GH�&RRUGLQDWLRQ�GH�/XWWH�$QWL�'URJXH��8&/$'���LQ�DQ�HIIRUW�WR�LPSURYH�FRRUGLQDWLRQ�EHWZHHQ�WKH
YDULRXV�ODZ�HQIRUFHPHQW�VHUYLFHV�LQYROYHG�LQ�WKH�FRXQWHUQDUFRWLFV�HIIRUW��8&/$'�LV�VXERUGLQDWH�WR�WKH
0LQLVWU\�RI�,QWHULRU��8&/$'�RIILFLDOV�UHSRUW�WKH\�KDYH�EHHQ�LQVWUXPHQWDO�LQ�UHZRUNLQJ�OHJLVODWLRQ�WR
LQFUHDVH�WKH�PD[LPXP�DOORZDEOH�SULVRQ�VHQWHQFH�WR����\HDUV�DV�ZHOO�DV�LQFUHDVH�ILQHV�IRU�QDUFRWLFV
YLRODWLRQV�WR�D�UDQJH�RI������������������7HQ�\HDUV�LPSULVRQPHQW�UHPDLQV�WKH�W\SLFDO�VHQWHQFH�IRU
PDMRU�GUXJ�WUDIILFNHUV�DUUHVWHG�LQ�0RURFFR��&RRUGLQDWLRQ�HIIRUWV�DPRQJ�ODZ�HQIRUFHPHQW�DJHQFLHV
UHPDLQ�ZHDN��8&/$'�KDV�QRW�\HW�EHHQ�DEOH�WR�HVWDEOLVK�FHQWUDOL]HG�FRQWURO�RYHU�DOO�GUXJ�UHODWHG
PDWWHUV�

7KH�*20
V�DQQRXQFHG�SURJUDPV�ZRXOG��LI�IXOO\�LPSOHPHQWHG��EULQJ�LW�LQWR�FRPSOLDQFH�ZLWK�WKH�����
81�'UXJ�&RQYHQWLRQ
V�JRDOV�DQG�REMHFWLYHV��8&/$'�FRQWLQXHV�WR�RYHUVHH�FRRSHUDWLRQ�EHWZHHQ�ODZ
HQIRUFHPHQW�VHUYLFHV�ZKLFK�KDYH�QRW�WUDGLWLRQDOO\�EHHQ�UHFHSWLYH�WR�WKH�H[FKDQJH�RI�LQIRUPDWLRQ�
+RZHYHU��8&/$'
V�FHQWUDOL]HG�FRQWURO�RI�DOO�GUXJ�UHODWHG�PDWWHUV�LV�QRW�\HW�FRPSOHWHO\�UHDOL]HG�
(XURSHDQ�GLSORPDWV�EHOLHYH�WKLV�LV�SDUWO\�WKH�UHVXOW�RI�WKH�ODFN�RI�UHVRXUFHV�WR�IXOILOO�WKH�8&/$'
PDQGDWH��DQG�QRWH�WKDW�ZLWKRXW�LQFUHDVHG�IXQGLQJ��WKH�DLPV�RI�WKH�81�&RQYHQWLRQ�ZLOO�UHPDLQ
XQDWWDLQDEOH�LQ�0RURFFR�

$FFRPSOLVKPHQWV��,Q�UHVSRQVH�WR�UHFRPPHQGDWLRQV�PDGH�E\�WKH�8QLWHG�1DWLRQV
�$QWL�'UXJ
&RPPLVVLRQ ��LQ������WKH�0RURFFDQ�0LQLVWU\�RI�+HDOWK�EHJDQ�WR�DVVHVV�WKH�GUXJ�VLWXDWLRQ�LQ�0RURFFR�
7KLV�PLQLVWU\�ZDV�UHVSRQVLEOH�IRU�SURSRVLQJ�PHDVXUHV�GHVLJQHG�WR�DGGUHVV�LQWHUQDWLRQDO�SURWRFROV
ZKLFK�OHG�WR�WKH�FUHDWLRQ�RI�WKH�$JHQF\�IRU�WKH�3URPRWLRQ�RI�(FRQRPLF�DQG�6RFLDO�'HYHORSPHQW�LQ
WKH�1RUWKHUQ�3URYLQFHV��DQG�HYHQWXDOO\�WR�WKH�IRUPDWLRQ�RI�8&/$'��0RURFFR�LV�D�SDUW\�WR�WKH�����
81�'UXJ�&RQYHQWLRQ��6LQFH�������0RURFFR�KDV�KDG�DQ�DJUHHPHQW�ZLWK�WKH�8QLWHG�6WDWHV�SOHGJLQJ



MRLQW�FRRSHUDWLRQ�LQ�ILJKWLQJ�GUXJ�WUDIILFNLQJ�DQG�SURGXFWLRQ��,Q�������WKH�*20�UDWLILHG�OHJLVODWLRQ
GHVLJQHG�WR�LPSOHPHQW�WKH�81�&RQYHQWLRQ��7KH�*20
V�HVWLPDWHV�RI�KHFWDUHV�GHYRWHG�WR�LOOLFLW
FDQQDELV�FXOWLYDWLRQ�DUH�VLJQLILFDQWO\�ORZHU�WKDQ�LWV�HVWLPDWHV�IRU�������7KH�*20�DWWULEXWHV�WKLV
UHGXFWLRQ�WR�LWV�HIIRUWV�WR�HQFRXUDJH�WKH�FXOWLYDWLRQ�RI�DOWHUQDWH�FURSV�LQ�FDQQDELV�JURZLQJ�UHJLRQV�
7KLV�KDV�EHHQ�GRQH�SULPDULO\�WKURXJK�WKH�*20
V�SURPRWLRQ�RI�HFRQRPLF�JURZWK�DQG�IRUHLJQ
LQYHVWPHQW�LQ�WKH�QRUWKHUQ�UHJLRQ�

/DZ�(QIRUFHPHQW�(IIRUWV��$V�SDUW�RI�D������DQWLGUXJ�LQLWLDWLYH�ODXQFKHG�E\�WKH�ODWH�.LQJ�+DVVDQ�
�������SROLFH�ZHUH�GHWDLOHG�WR�GUXJ�LQWHUGLFWLRQ�HIIRUWV�LQ�WKH�QRUWK�DQG�5LI�PRXQWDLQV�LQ������
$SSUR[LPDWHO\�HYHU\�VL[�PRQWKV��WKH�*20�URWDWHV�SHUVRQQHO�LQWR�WKLV�UHJLRQ�DQG�FRQWLQXHV�WR
PDLQWDLQ�WKH�VDPH�QXPEHU�RI�FKHFNSRLQWV��0RURFFDQ�IRUFHV�DOVR�PDQ�REVHUYDWLRQ�SRVWV�DORQJ�WKH
0HGLWHUUDQHDQ�FRDVW��DQG�WKH�1DY\�FDUULHV�RXW�URXWLQH�VHD�SDWUROV�DQG�UHVSRQGV�WR�VLJKWLQJV�E\�WKH
REVHUYDWLRQ�SRVWV�

&RUUXSWLRQ��7KH�*20�GRHV�QRW�SURPRWH�GUXJ�SURGXFWLRQ�RU�WUDIILFNLQJ�DV�D�PDWWHU�RI�SROLF\��DQG�LQ
WKH�SDVW�LW�KDV�GLVSXWHG�DOOHJDWLRQV�WKDW�JRYHUQPHQW�RIILFLDOV�LQ�WKH�QRUWKHUQ�WHUULWRULHV�DUH�LQYROYHG�LQ
WKH�GUXJ�WUDGH��+RZHYHU��LQ������WKHUH�ZHUH�VHYHUDO�KLJKO\�SXEOLFL]HG�DUUHVWV�LQYROYLQJ�GUXJ�WUDIILFNLQJ
E\�0RURFFDQ�RIILFLDOV�LQ�WKH�QRUWKHUQ�UHJLRQ��7KLV�PD\�EH�DQ�LQGLFDWLRQ�WKH�*20�LV�EHJLQQLQJ�WR�WDNH
D�VWURQJHU�VWDQFH�DJDLQVW�GUXJ�UHODWHG�FRUUXSWLRQ�

$JUHHPHQWV�DQG�7UHDWLHV��6LQFH������D�ELODWHUDO�PXWXDO�OHJDO�DVVLVWDQFH�WUHDW\�KDV�EHHQ�LQ�IRUFH
EHWZHHQ�0RURFFR�DQG�WKH�8QLWHG�6WDWHV��,Q�������0RURFFR�DQG�WKH�8�6��VLJQHG�D�ELODWHUDO�QDUFRWLFV
FRRSHUDWLRQ�DJUHHPHQW�ZKLFK�FDOOV�IRU�FRRSHUDWLRQ�LQ�WKH�ILJKW�DJDLQVW�LOOLFLW�SURGXFWLRQ��WUDIILFNLQJ�
DQG�DEXVH�RI�QDUFRWLFV��0RURFFR�DOVR�KDV�DQWLQDUFRWLFV�DQG�RU�PXWXDO�OHJDO�DVVLVWDQFH�WUHDWLHV�ZLWK�WKH
(8��)UDQFH��6SDLQ��*HUPDQ\��,WDO\��3RUWXJDO��DQG�WKH�8.�

&XOWLYDWLRQ�3URGXFWLRQ��6PDOO�IDUPHUV�FXOWLYDWH�PRVW�0RURFFDQ�FDQQDELV�LQ�WKH�QRUWKHUQ�RU�5LI
UHJLRQ��DOWKRXJK�VRPH�LV�DOVR�JURZQ�LQ�WKH�6RXVV�9DOOH\�RI�WKH�VRXWK��7KH�DYHUDJH�KHFWDUH�RI�FDQQDELV
SURGXFHV�WZR�WR�HLJKW�PHWULF�WRQV��PW��RI�UDZ�SODQW��DQG�LW�LV�HVWLPDWHG�FDQQDELV�FURSV�\LHOG�WZR�ELOOLRQ
8�6��GROODUV�LQ�UHYHQXHV�DQQXDOO\��7KH�*20�KDV�VWDWHG�LW�LV�FRPPLWWHG�WR�WKH�WRWDO�HUDGLFDWLRQ�RI
FDQQDELV�SURGXFWLRQ��EXW�JLYHQ�WKH�HFRQRPLF�GHSHQGHQFH�RQ�FDQQDELV�LQ�0RURFFR
V�QRUWKHUQ�UHJLRQ�
HUDGLFDWLRQ�LV�RQO\�IHDVLEOH�LI�DFFRPSDQLHG�E\�D�KLJKO\�VXEVLGL]HG�FURS�VXEVWLWXWLRQ�SURJUDP�

'UXJ�)ORZ�7UDQVLW��7KHUH�DUH�UHSRUWV�WKDW�0RURFFR�LV�XVHG�DV�D�WUDQVVKLSPHQW�SRLQW�IRU�KDUG�GUXJV
VXFK�DV�KHURLQ�DQG�FRFDLQH�HQWHULQJ�(XURSH��+RZHYHU��ZLWK�WKH�H[FHSWLRQ�RI�WKH�VL[�WRQV�RI�FRFDLQH
ZKLFK�XQH[SHFWHGO\�ZDVKHG�XS�RQ�WKH�0RURFFDQ�FRDVW�LQ�-XO\�������WKHUH�KDYH�EHHQ�QR�VXEVWDQWLDO
VHL]XUHV�RI�KDUG�GUXJV�LQ�0RURFFR�

'RPHVWLF�3URJUDPV��'HPDQG�5HGXFWLRQ���7KH�*20�GRHV�QRW�DFNQRZOHGJH�D�VLJQLILFDQW�KDUG
GUXJ�DGGLFWLRQ�SUREOHP�DQG�GRHV�QRW�DFWLYHO\�SURPRWH�UHGXFWLRQ�LQ�GRPHVWLF�GHPDQG�IRU�FDQQDELV��,W
KDV�HVWDEOLVKHG�D�SURJUDP�WR�WUDLQ�WKH�VWDIIV�RI�SV\FKLDWULF�KRVSLWDOV�LQ�WKH�WUHDWPHQW�RI�GUXJ�DGGLFWLRQ�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

8�6��3ROLF\�,QLWLDWLYHV��2QO\�YHU\�VPDOO�DPRXQWV�RI�QDUFRWLFV�SURGXFHG�LQ�RU�WUDQVLWLQJ�WKURXJK�0RURFFR�UHDFK�WKH�8QLWHG�6WDWHV��8�6�

SROLF\�JRDOV�LQ�0RURFFR�DUH�GHVLJQHG�WR�HQFRXUDJH�*20�DQWLQDUFRWLFV�HIIRUWV��WR�FRRSHUDWH�ZLWK�0RURFFDQ�ODZ�HQIRUFHPHQW�RIILFLDOV�LQ

FXUWDLOLQJ�SURGXFWLRQ�DQG�WUDQVVKLSPHQW�RI�GUXJV��WR�SURYLGH�WUDLQLQJ�LQ�ODZ�HQIRUFHPHQW�WHFKQLTXHV��WRSURPRWH�*20�DGKHUHQFH�WR�ELODWHUDO

DQG�LQWHUQDWLRQDO�DJUHHPHQW�UHTXLUHPHQWV��WR�SURYLGH�VXSSRUW�IRU�H[LVWLQJ�0RURFFDQ�(XURSHDQ�FRRSHUDWLRQ�LQ�WKLV�DUHD��DQG�WR�HQFRXUDJH

JUHDWHU�LQWHUQDWLRQDO�FRRSHUDWLRQ�WR�FRQWURO�0RURFFDQ�SURGXFWLRQ�DQG�H[SRUW�RI�GUXJV�

%LODWHUDO�&RRSHUDWLRQ��3XUVXDQW�WR�WKH������DJUHHPHQW��WKH�8�6��DQG�0RURFFR�PDLQWDLQ�UHJXODU�FRQWDFW�RQ�DQWLQDUFRWLFV�LVVXHV��7KH�8�6�

KDV�SURYLGHG�WUDLQLQJ�DQG�DQWLQDUFRWLFV�LQWHOOLJHQFH�ZKHUH�DSSOLFDEOH��DQG�PRVW�UHFHQWO\�FRQGXFWHG�UHJLRQDO�GUXJ�LQWHUGLFWLRQ�WUDLQLQJ�LQ

0RURFFR�LQ�'HFHPEHU������

7KH�5RDG�$KHDG��7KH�8�6��ZLOO�FRQWLQXH�WR�PRQLWRU�WKH�QDUFRWLFV�VLWXDWLRQ�LQ�0RURFFR��FRRSHUDWH�ZLWK�WKH�*20�LQ�LWV�DQWLQDUFRWLFV

HIIRUWV��DQG��WRJHWKHU�ZLWK�WKH�(8��SURYLGH�ODZ�HQIRUFHPHQW�WUDLQLQJ��LQWHOOLJHQFH��DQG�RWKHU�VXSSRUW�ZKHUH�SRVVLEOH�

Mozambique

,��6XPPDU\

0R]DPELTXH�LV�QRW�D�VLJQLILFDQW�SURGXFHU�RI�QDUFRWLFV�RU�D�VLJQLILFDQW�WUDQVVKLSPHQW�FRXQWU\�IRU�LOOHJDO
GUXJV�ERXQG�IRU�WKH�8QLWHG�6WDWHV��,WV�SRURXV�ERUGHUV��SRRUO\�SROLFHG�VHDFRDVW��DQG�LQDGHTXDWHO\
WUDLQHG�DQG�HTXLSSHG�ODZ�HQIRUFHPHQW�DJHQFLHV��KRZHYHU��PDNH�LW�VXVFHSWLEOH�WR�XVH�IRU�SURGXFWLRQ
DQG�WUDQVVKLSPHQW�RI�GUXJV�GHVWLQHG�SULPDULO\�IRU�WKH�QHLJKERULQJ�6RXWK�$IULFDQ�PDUNHW��7KHUH�LV�DOVR
JURZLQJ�FRQFHUQ��VXSSRUWHG�E\�DQHFGRWDO�HYLGHQFH��WKDW�0R]DPELTXH�L V�EHLQJ�XVHG�DV�D�WUDQVLW�SRLQW



IRU�GUXJV�IURP�6RXWK�$VLD�KHDGLQJ�IRU�(XURSHDQ�PDUNHWV��,QIRUPDWLRQ�RQ�GUXJ�XVH�LQ�0R]DPELTXH�LV
OLPLWHG��DOWKRXJK�DYDLODEOH�HYLGHQFH�VXJJHVWV�VLJQLILFDQW�XVH�RI�KHUEDO�FDQQDELV��PDULMXDQD��DQG�D�ULVH
LQ�WKH�FRQVXPSWLRQ�RI�V\QWKHWLF�GUXJV�DQG�KHURLQ�DPRQJ�D�VPDOO�XUEDQ�HOLWH��7KHUH�DUH�FRQIOLFWLQJ
RSLQLRQV�DV�WR�ORFDO�XVH�RI�0DQGUD[��PHWKDTXDORQH��DQG�KDVKLVK�

:KLOH�WKH�0R]DPELFDQ�JRYHUQPHQW�UHFRJQL]HV�LQFUHDVLQJ�GUXJ�XVH�DQG�GUXJ�WUDIILFNLQJ�DV�D�SUREOHP�
FRPSHWLQJ�GHPDQGV�IRU�VFDUFH�IXQGV�SUHYHQW�LW�IURP�GHYRWLQJ�VLJQLILFDQW�UHVRXUFHV�WR�WKH�LVVXH��7KH
JRYHUQPHQW�KDV�QRW�PDGH�WKHVH�DUHDV�SULRULWLHV�IRU�VHHNLQJ�GRQRU�IXQGLQJ��2QJRLQJ�FRRSHUDWLRQ
SURJUDPV�ZLWK�81'&3�DQG�ELODWHUDO�GRQRUV�DUH�DWWHPSWLQJ�WR�LPSURYH�WUDLQLQJ�RI�GUXJ�FRQWURO�RIILFLDOV
DQG�SURYLGH�EHWWHU�LQWHUGLFWLRQ�DQG�ODERUDWRU\�HTXLSPHQW��&RUUXSWLRQ�LQ�WKH�SROLFH�DQG�MXGLFLDU\
KDPSHUV�DQWLGUXJ�HIIRUWV��0R]DPELTXH�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�

,,��6WDWXV�RI�&RXQWU\

0R]DPELTXH�LV�QRW�D�VLJQLILFDQW�SURGXFHU�RI�LOOHJDO�GUXJV��DOWKRXJK�KHUEDO�FDQQDELV��PDULMXDQD��LV
SURGXFHG�WKURXJKRXW�WKH�FRXQWU\�IRU�ORFDO�FRQVXPSWLRQ��/DERUDWRULHV�SURGXFLQJ�0DQGUD[
�PHWKDTXDORQH��LOOLFLWO\�IRU�WKH�6RXWK�$IULFDQ�PDUNHW�ZHUH�UDLGHG�DQG�FORVHG�GRZQ�LQ������DQG������
7KHUH�LV�JURZLQJ�FRQFHUQ�DERXW�0R]DPELTXH
V�UROH�DV�D�GUXJ�WUDQVLW�FRXQWU\��6RPH�HYLGHQFH�VXJJHVWV
WKDW�6RXWKZHVW�$VLDQ�SURGXFHUV�VKLS�KDVKLVK�WKURXJK�0R]DPELTXH�WR�(XURSH�DQG�SRVVLEO\�&DQDGD�
7KH�VDPH�SURGXFHUV�DUH�EHOLHYHG�WR�XVH�0R]DPELTXH�WR�VKLS�OLPLWHG�TXDQWLWLHV�RI�KHURLQ�WR�(XURSH
DQG�6RXWK�$IULFD�DQG�0DQGUD[�IURP�,QGLD�WR�6RXWK�$IULFD��5HFHQW�HYLGHQFH�VXJJHVWV�D�VPDOO
/XVRSKRQH��3RUWXJXHVH�VSHDNLQJ��FRFDLQH�WUDIILFNLQJ�FRQQHFWLRQ��ZKHUH�OLPLWHG�DPRXQWV�RI�FRFDLQH
IURP�%UD]LO�WUDQVLW�3RUWXJDO�DQG�$QJROD�RU�0R]DPELTXH�RQ�WKHLU�ZD\�WR�6RXWK�$IULFD��/D[�HQIRUFHPHQW
RI�EDQNLQJ�UHJXODWLRQV�DQG�UHFHQW�EDQN�VFDQGDOV�KDYH�UDLVHG�WKH�SRVVLELOLW\�RI�OLPLWHG�PRQH\
ODXQGHULQJ��EXW�QR�KDUG�HYLGHQFH�WR�VXSSRUW�WKLV�KDV�\HW�EHHQ�GHYHORSHG��7KH�FRXQWU\
V�ERUGHUV�DUH
H[WUHPHO\�SRURXV�DQG�WKH�YDULRXV�ERUGHU�FRQWURO�DJHQFLHV�GR�QRW�KDYH�DGHTXDWH�UHVRXUFHV��WUDLQLQJ�
HTXLSPHQW��RU�SHUVRQQHO��WR�IXOILOO�WKHLU�UROHV��0R]DPELTXH�LV�QRW�D�SURGXFHU�RI�SUHFXUVRU�FKHPLFDOV�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��0R]DPELTXH
V�1DWLRQDO�$VVHPEO\�SDVVHG�DQWLQDUFRWLFV�OHJLVODWLRQ�LQ�0DUFK������
FRYHULQJ�WUDIILFNLQJ�DQG�FRQVXPSWLRQ�RI�QDUFRWLF�GUXJV��SV\FKRWURSLF�VXEVWDQFHV��SUHFXUVRUV��DQG
VXEVWDQFHV�RI�VLPLODU�HIIHFW��7KH�EDVLF�OHJLVODWLRQ�FUHDWHG�WKH�&HQWUDO�2IILFH�IRU�WKH�3UHYHQWLRQ�DQG
)LJKW�$JDLQVW�'UXJV��WKH�FKLHI�JRYHUQPHQW�SODQQLQJ�DQG�FRRUGLQDWLRQ�ERG\�RQ�GUXJ�FRQWURO�
0R]DPELTXH�KDV�QR�QDWLRQDO�SURJUDP�IRU�WKH�SURJUHVVLYH�HOLPLQDWLRQ�RI�LWV�FDQQDELV�FURS�

,Q�������0R]DPELTXH�SDVVHG�QHZ�PRQH\�ODXQGHULQJ�OHJLVODWLRQ��5HJXODWLRQ�RI�FRPPHUFLDO�EDQNV�LV
QRZ�WKH�UHVSRQVLELOLW\�RI�WKH�QDWLRQ
V�FHQWUDO�EDQN��ZKLFK�ODFNV�WKH�UHVRXUFHV�WR�GR�LWV�MRE�HIIHFWLYHO\�
5HFHQW�VFDQGDOV�LQ�ZKLFK�FRPPHUFLDO�EDQNV�KDYH�VHHQ�ODUJH�XQH[SODLQHG�ORVVHV�KLJKOLJKW�WKH�IDLOXUH�RI
WKH�UHJXODWRU��:KLOH�QR�HYLGHQFH�RI�PRQH\�ODXQGHULQJ�KDV�EHHQ�GHPRQVWUDWHG��DFWLYLW\�LQ�WKLV�DUHD�LV
SRVVLEOH�

$FFRPSOLVKPHQWV�0R]DPELTXH
V�DQWLGUXJ�DFFRPSOLVKPHQWV�DUH�OLPLWHG��*RYHUQPHQW�UHVRXUFHV
GHYRWHG�WR�WKH�HIIRUW�DUH�PHDJHU��1R�FRPSUHKHQVLYH�VWXGLHV�RQ�GUXJ�WUDIILFNLQJ��SURGXFWLRQ��RU�XVH�LQ
0R]DPELTXH�H[LVW�WR�SURYLGH�JXLGHOLQHV�IRU�GHYHORSLQJ�D�PDVWHU�SODQ��'RQRU�UHVRXUFHV�WR�FRPEDW
LOOHJDO�GUXJ�WUDIILFNLQJ�DQG�XVH�DUH�DOVR�OLPLWHG��0R]DPELTXH�LV��KRZHYHU��FRRSHUDWLQJ�ZLWK�WKH
81'&3�WKURXJK�WZR�SURMHFWV�GHVLJQHG�WR�LQFUHDVH�ODZ�HQIRUFHPHQW�FDSDFLW\�DQG�ERUGHU�FRQWURO�

/RFDO�ODZ�HQIRUFHPHQW �DJHQWV�LQ�VRPH�SURYLQFHV�KDYH�DWWHPSWHG�WR�GHVWUR\�FDQQDELV�FURSV�
0R]DPELTXH�FRRSHUDWHG�ZLWK�6RXWK�$IULFD�LQ������DQG������LQ�UDLGV�RQ�0DQGUD[�IDFWRULHV�QHDU
0DSXWR��1R�RWKHU�GUXJ�SURGXFWLRQ�LV�NQRZQ��7KH�0R]DPELFDQ�JRYHUQPHQW�KDV�DOVR�VHL]HG�DVVHWV
FRQQHFWHG�ZLWK�WKH�SURGXFWLRQ�RI�0DQGUD[��'LVWULEXWLRQ�RI�GUXJV�LQ�0R]DPELTXH��RXWVLGH�RI�ORFDOO\
JURZQ�KHUEDO�FDQQDELV��PDULMXDQD���LV�OLPLWHG��/RFDO�ULQJV�GLVWULEXWH�KHURLQ�DQG�FRFDLQH�LQ�%HLUD�DQG
1DPSXOD��3ROLFH�KDYH�DUUHVWHG�ULQJ�PHPEHUV�DQG�FRQILVFDWHG�GUXJV��EXW�WKH�RUJDQL]DWLRQV
�RSHUDWLRQV
DUH�EHOLHYHG�WR�FRQWLQXH��7KH�FRXQWU\�KDV�QRW�HIIHFWLYHO\�FRPEDWHG�GUXJ�GLVWULEXWLRQ�QHWZRUNV�LQ
0DSXWR�

/DZ�(QIRUFHPHQW�(IIRUWV��0R]DPELTXH�KDV�D�GHGLFDWHG�VHYHQ�SHUVRQ�GUXJ�XQLW�RSHUDWLQJ�LQ�0DSXWR�
)RUPHG�LQ������DQG�DQVZHULQJ�WR�WKH�&KLHI�RI�WKH�&ULPLQD O�,QYHVWLJDWLRQ�'HSDUWPHQW�RI�WKH�1DWLRQDO
3ROLFH��DFFRUGLQJ�WR�DQ�$XJXVW������81'&3�FRQVXOWDQW�UHSRUW��WKH�XQLW��H[LVWV�YLUWXDOO\�LQ�QDPH
RQO\���2XWVLGH�RI�0DSXWR��KDUG�SUHVVHG�ORFDO�SROLFH�XQLWV�KDYH�DQWLQDUFRWLFV�UHVSRQVLELOLWLHV��81'&3
LV�ZRUNLQJ�ZLWK�WKH�0R]DPELTXH�SROLFH�VHUYLFH�WR�HVWDEOLVK�VL[�GHGLFDWHG�GUXJ�XQLWV�QDWLRQZLGH�ZLWK�D
WRWDO�RI����RIILFHUV��7KH�JRYHUQPHQW�LV�FXUUHQWO\�UHFUXLWLQJ�RIILFHUV�IRU�WKH�SURJUDP��WR�EH�WUDLQHG�LQ
)HEUXDU\������E\�WKH�6SDQLVK�*XDUGLD�&LYLO�



0R]DPELTXH
V�LPPLJUDWLRQ�VHUYLFH��D�SROLFH�XQLW�ZLWKLQ�WKH�0LQLVWU\�RI�WKH�,QWHULRU��LV�OLPLWHG�WR
SDVVLQJ�RQ�LWV�VXVSLFLRQV�WR�WKH�SROLFH�RU�FXVWRPV�VHUYLFH��7KH�81'&3�UHSRUW�YLHZV�LPPLJUDWLRQ
V�UROH
DV��QRW�FUXFLDO�WR�WKH�GUXJV�ODZ�HQIRUFHPHQW�HIIRUW��

&XVWRPV�RIILFHUV�DW�0DSXWR
V�DLUSRUW�DQG�VHDSRUW�KDYH�UHFHLYHG�GUXJ�LQWHUGLFWLRQ�WUDLQLQJ�XQGHU�D
81'&3�SURJUDP��0DSXWR�EDVHG�FXVWRPV�DJHQWV�DUH�GHYH ORSLQJ�DQ�HPEU\RQLF�LQWHOOLJHQFH�V\VWHP�
ZKLFK�LQFOXGHV�GUXJ�FRQWURO�LQIRUPDWLRQ��ZLWK�VXSSRUW�IURP�DQ�RXWVLGH�FRQWUDFWRU��7KH�HQWLUH�QDWLRQDO
FXVWRPV�VHUYLFH�LV�FXUUHQWO\�EHLQJ�PRGHUQL]HG�XQGHU�FRQWUDFW�ZLWK�WKH�%ULWLVK�ILUP�&URZQ�$JHQWV�
ZKLFK�SODQV�WR�LQWURGXFH�GUXJ�LQWHUGLFWLRQ�PHWKRGV��81'&3�ZLOO�ZRUN�ZLWK�FXVWRPV�DJHQWV�DW�ODQG
ERUGHUV�DV�SDUW�RI�D�WUL�VWDWH�SURJUDP�ZLWK�0R]DPELTXH��6RXWK�$IULFD ��DQG�6ZD]LODQG��7KH�DVVLVWDQFH
SDFNDJH�LV�VWLOO�LQ�WKH�GHVLJQ�VWDJHV�

&RPSUHKHQVLYH�GUXJ�VHL]XUH�GDWD�IRU�0R]DPELTXH�LV�QRW�DYDLODEOH��3LHFHPHDO�GDWD�LQGLFDWHV�WKDW
0R]DPELTXH
V�ODUJHVW�GUXJ�VHL]XUHV�ZHUH�PDGH�LQ�������ZKHQ�WKH�JRYHUQPHQW�VHL]HG��������NLORJUDPV
RI�KDVKLVK�EHLQJ�RIIORDGHG�LQ�0DSXWR�SRUW�DORQJ�ZLWK����NLORJUDPV�RI�KHURLQ�DQG����NLORJUDPV�RI
FRFDLQH��7KDW�VDPH�\HDU��0R]DPELFDQ�SROLFH��ZLWK�6RXWK�$IULFDQ�ODZ�HQIRUFHPHQW�DVVLVWDQFH��UDLGHG�D
0DQGUD[�IDFWRU\�QHDU�0DSXWR���(LJKW\�SHUFHQW�RI�ZRUOG�SURGXFWLRQ�RI�0DQGUD[�LV�FRQVXPHG�LQ�6RXWK
$IULFD��

,Q�������0R]DPELFDQ�SROLFH�VHL]HG��������NLORJUDPV�RI�KDVKLVK�DW�WKH�0DSXWR�SRUW��7KH�&HQWUDO
2IILFH�IRU�WKH�3UHYHQWLRQ�DQG�)LJKW�$JDLQVW�'UXJV�UHSRUWHG�VHL]XUHV�RI�����EDOOV�RI�KDVKLVK��QLQH
EORFNV�RI�KDVKLVK������SLHFHV�RI�KDVKLVK������EDOOV�RI�KHUEDO�FDQQDELV��PDULMXDQD���������NLORJUDPV�RI
ORRVH�KHUEDO�FDQQDELV��PDULMXDQD������SDFNHWV�RI�KHURLQ��DQG�������GLD]HSDP�FDSVXOHV�LQ�������7KH\
DOVR�UHSRUWHG�WKH�GHVWUXFWLRQ�RI����ILHOGV�RI�KHUEDO�FDQQDELV��PDULMXDQD���,Q�������1DPSXOD�SROLFH
UHSRUWHG�VHL]XUHV�RI����NLORJUDPV�RI�FDQQDELV�SURGXFWV��HLJKW�SDFNDJHV�RI�KDVKLVK��DQG�XQVSHFLILHG
TXDQWLWLHV�RI�KHURLQ�DQG�PRUSKLQH��5HFHQW�VHL]XUHV�KDYH�EHHQ�VPDOOHU��,Q�6RIDOD�SURYLQFH�DV�RI�$XJXVW
������SROLFH�UHSRUWHG����VHL]XUHV�RI�FDQQDELV�SURGXFWV��7KH\�DOVR�UHSRUWHG�EHWZHHQ������DQG�����
VHL]XUHV�RI�RQH�NLORJUDP�RI�FRFDLQH��QLQH�NLORJUDPV�RI�KDVKLVK�����VPDOO�ZUDSV�RI�KHURLQ�����WZLVWV�RI
KDVKLVK��DQG�VHYHQ�VPDOO�ZUDSV�RI�FRFDLQH��$FFRUGLQJ�WR�WKH�81'&3�UHSRUW�WKH��VPDOO�ZUDSV�RI
FRFDLQH��ZHUH�DFWXDOO\�FUDFN�FRFDLQH�

,Q����������PHWULF�WRQV�RI�KHUEDO�FDQQDELV��PDULMXDQD��EHLQJ�JURZQ�LQ�SODQWDWLRQV�LQ�WKH�SURYLQFH�RI
0DQLFD�ZHUH�GHVWUR\HG��$OVR�LQ�������SROLFH�VHL]HG�����JUDPV�RI�FRFDLQH�IURP�ZKDW�WKH�$WWRUQH\
*HQHUDO�KDV�GHVFULEHG�DV�D�&RQJROHVH�WUDIILFNLQJ�ULQJ�

$V�RI�-XQH�������1DPSXOD�SROLFH�UHSRUWHG����VHL]XUHV�RI�FDQQDELV�SURGXFWV��ZLWK�WKH�ODUJHVW�VLQJOH
VHL]XUH�ZHLJKLQJ����NLORJUDPV��,Q�$XJXVW�������D�VKLS�UDQ�DJURXQG�QHDU�,QKDPEDQH�ZLWK�FDUJR�WKDW
LQFOXGHG��������NLORJUDPV�RI�KDVKLVK�LQ�RQH�DQG�WZR�NLORJUDP�EORFNV�WKDW�ZDVKHG�RQWR�WKH�VKRUH��,Q
WKH�PRVW�HIIHFWLYH�GUXJ�FRQWURO�RSHUDWLRQ�RI�WKH�\HDU��0R]DPELFDQ�FXVWRPV�DQG�SROLFH�RIILFLDOV
FRPELQHG�ZLWK�WKHLU�6RXWK�$IULFDQ�FRXQWHUSDUWV�DQG�UDLGHG�D�0DQGUD[�IDFWRU\�QHDU�0DSXWR�

7KH�ODWHVW�FRPSOHWH�ILJXUHV�RQ�GUXJ�DUUHVWV��FRQYLFWLRQV��DQG�SURVHFXWLRQV�DYDLODEOH�DUH�IRU�������,Q
WKDW�\HDU������SHRSOH�ZHUH�DUUHVWHG�IRU�WUDIILFNLQJ�DQG����ZHUH�FRQYLFWHG��,Q�DGGLWLRQ�������
LQGLYLGXDOV�ZHUH�FKDUJHG�ZLWK�GUXJ�XVDJH��2I�WKHVH�����ZHQW�RQ�WULDO�ZLWK�����EHLQJ�FRQYLFWHG��,Q�KLV
DQQXDO�UHSRUW�WR�WKH�1DWLRQDO�$VVHPEO\��WKH�$WWRUQH\�*HQHUDO�VWDWHG�ZLWKRXW�SURYLGLQJ�IXUWKHU�GHWDLOV
WKDW����SHRSOH�ZHUH�SURVHFXWHG�IRU�GUXJ�WUDIILFNLQJ�RU�XVDJH�LQ������

0R]DPELTXH
V�1DWLRQDO�$VVHPEO\�DSSURYHG�HQDEOLQJ�OHJLVODWLRQ�LQ�0DUFK������DOORZLQJ��DPRQJ�RWKHU
WKLQJV��IRU�WKH�FRQILVFDWLRQ�RI�GUXJ�UHODWHG�DVVHWV��7KH�*20�KDV�VHL]HG�DVVHWV�FRQQHFWHG�ZLWK�WKH
SURGXFWLRQ�RI�0DQGUD[��EXW�QRW�\HW�ZLWK�WKH�DFWXDO��WUDIILFNLQJ��LQ�DQ\�LOOHJDO�GUXJ�

&RUUXSWLRQ��&RUUXSWLRQ�LQ�DOO�DUHDV�LV�SHUYDVLYH�LQ�0R]DPELTXH��/HJLVODWLRQ�SURKLELWV�RIILFLDO
FRUUXSWLRQ��LQFOXGLQJ�QDUFRWLFV�VSHFLILFDOO\��EXW�LW�LV�QRW�ULJRURXVO\�HQIRUFHG��0R]DPELTXH�KDV�QRW
SURVHFXWHG�DQ\�JRYHUQPHQW�RIILFLDOV�IRU�FRUUXSWLRQ�UHODWLQJ�WR�WKH�SURGXFWLRQ��SURFHVVLQJ��RU�VKLSPHQW
RI�QDUFRWLF�DQG�SV\FKRWURSLF�GUXJV�RU�FRQWUROOHG�VXEVWDQFHV��QRU�KDV�LW�SURVHFXWHG�DQ\�LQGLYLGXDO�IRU
GLVFRXUDJLQJ�WKH�LQYHVWLJDWLRQ�RU�SURVHFXWLRQ�RI�VXFK�DFWV��:KLOH�DOOHJDWLRQV�KDYH�EHHQ�PDGH�LQ�WKH
LQGHSHQGHQW�SUHVV�WKDW�VHQLRU�JRYHUQPHQW�DQG�)5(/,02�SDUW\�RIILFLDOV�DUH�LQYROYHG�LQ�GUXJ
WUDIILFNLQJ�RU�LQ�FRYHULQJ�XS�GUXJ�WUDIILFNLQJ��QR�KDUG�HYLGHQFH�KDV�\HW�HPHUJHG�WKDW�VXSSRUWV�WKHVH
DFFXVDWLRQV�

$JUHHPHQWV�DQG�7UHDWLHV��0R]DPELTXH�KDV�QR�PXWXDO�OHJDO�DVVLVWDQFH��SUHFXUVRU�FKHPLFDO��PRQH\
ODXQGHULQJ��RU�RWKHU�FRXQWHUQDUFRWLFV�DJUHHPHQWV�ZLWK�WKH�8�6��0R]DPELTXH�LV�D�SDUW\�WR�WKH������81
'UXJ�&RQYHQWLRQ��WKH������6LQJOH�&RQYHQWLRQ�RQ�1DUFRWLF�'UXJV�DQG�LWV������3URWRFRO��DQG�WKH�����
&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV��0R]DPELTXH�KDV�UDWLILHG�WKH�6RXWKHUQ�$IULFDQ�'HYHORSPHQW
&RPPXQLW\��6$'&��3URWRFRO��,W�LV�DOVR�D�PHPEHU�RI�WKH�0XWXDO�$FFRUG�RI�0XOWLODWHUDO�$VVLVWDQFH



5HJDUGLQJ�WKH�)LJKW�$JDLQVW�&ULPH�LQ�6RXWKHUQ�$IULFD���������6LPLODUO\��0R]DPELTXH�LV�D�VLJQDWRU\�WR
WKH������0XWXDO�$FFRUG�RI�0XOWLODWHUDO�$VVLVWDQFH�5HODWHG�WR�'UXJ�7UDIILFNLQJ�LQ�6RXWKHUQ�$IULFD
�6$'&�3URWRFRO���,Q�������0R]DPELTXH�VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO�2UJDQL]HG
&ULPH�DQG�LWV�SURWRFROV�

&XOWLYDWLRQ�3URGXFWLRQ��+HUEDO�FDQQDELV��PDULMXDQD��LV�FXOWLYDWHG�LQ�1DPSXOD��&DER�'HOJDGR��7HWH�
0DQLFD��DQG�6RIDOD�SURYLQFHV��7KH�0R]DPELFDQ�JRYHUQPHQW�KDV�QR�VWDQGDUG�PHWKRGRORJ\�IRU
HVWLPDWLQJ�FURS�VL]H��DQG�QR�FRPSUHKHQVLYH�HVWLPDWHV�IRU�WKH�FRXQWU\�H[LVW��,QWHUFURSSLQJ�LV�UHSRUWHGO\
FRPPRQ�

'UXJ�)ORZ�7UDQVLW��0R]DPELTXH�LV�QRW�D�SULPDU\�WUDQVLW�FRXQWU\�IRU�GUXJV�GHVWLQHG�IRU�WKH�8QLWHG
6WDWHV��DQG�WKHUH�LV�OLWWOH�HYLGHQFH�WKDW�GUXJV�WUDQVLWLQJ�0R]DPELTXH�KDYH�D�VLJQLILFDQW�HIIHFW�RQ�WKH
8QLWHG�6WDWHV��+RZHYHU��0R]DPELTXH�DSSHDUV�WR�VHUYH�DV�D�WUDQVLW�FRXQWU\�IRU�KDVKLVK��FDQQDELV�UHVLQ�
KHURLQ��DQG�0DQGUD[�RULJLQDWLQJ�LQ�6RXWKZHVW�$VLD��7KHVH�GUXJV�DUULYH�LQ�0R]DPELTXH�E\�VPDOO�VKLS�
0DQGUD[�LV�GHVWLQHG�SULPDULO\�IRU�WKH�6RXWK�$IULFDQ�PDUNHW��+DVKLVK�DQG�KHURLQ�DUH�VKLSSHG�RQ�WR
(XURSH��DQG�WKHUH�LV�HYLGHQFH�WKDW�VRPH�KDVKLVK�PD\�DOVR�JR�WR�&DQDGD��$UUHVWV�LQ�%UD]LO�DQG
0R]DPELTXH�VXJJHVW�WKDW�FRFDLQH�LV�EHLQJ�VKLSSHG�YLD��PXOHV���L�H���LQGLYLGXDO�SDLG�VPXJJOHUV��IURP
%UD]LO�WR�0R]DPELTXH�DQG�$QJROD�WKURXJK�/LVERQ�IRU�RQZDUG�VKLSPHQW�WR�6RXWK�$IULFD��,Q�DGGLWLRQ�
WKHUH�LV�DQHFGRWDO�HYLGHQFH�WKDW�1LJHULDQ�FRFDLQH�WUDIILFNHUV�KDYH�WDUJHWHG�0R]DPELTXH�DV�D�JDWHZD\
WR�WKH�6RXWK�$IULFDQ�PDUNHW��7KH�H[WHQW�RI�FXUUHQW�WUDIILFNLQJ�LV�XQNQRZQ�

'HPDQG�5HGXFWLRQ��7KH�0R]DPELFDQ�JRYHUQPHQW��WKURXJK�WKH�2IILFH�IRU�WKH�&RQWURO�RI�DQG�)LJKW
$JDLQVW�'UXJV��KDV�XQGHUWDNHQ�GUXJ�HGXFDWLRQ�SURJUDPV�LQ�ORFDO�VFKRROV�LQ�FRRSHUDWLRQ�ZLWK�ELODWHUDO
DQG�PXOWLODWHUDO�GRQRUV�DV�SDUW�RI�LWV�GHPDQG�UHGXFWLRQ�HIIRUWV��7KH�HIILFDF\�RI�WKH�SURJUDP�KDV�QRW�\HW
EHHQ�GHWHUPLQHG��1R�FRPSUHKHQVLYH�VWXG\�RI�0R]DPELTXH
V�GUXJ�DEXVH�SUREOHP�KDV�EHHQ�FRQGXFWHG�
0DULMXDQD�KDV�EHHQ�DEXVHG�LQ�0R]DPELTXH�IRU�FHQWXULHV��7KH�DEXVH�RI�0DQGUD[�LV�PRUH�FRPPRQ�LQ
0DSXWR�DQG�RWKHU�ODUJHU�FLWLHV��EXW�WKH�GUXJ
V�KLJK�FRVW�SODFHV�OLPLWV�RQ�LWV�SUHYDOHQFH��&RFDLQH�DQG
KHURLQ�XVH�LV�ORZ��DOVR�EHFDXVH�RI�WKHLU�KLJK�SULFH��7KHUH�LV�DOVR�XVH�RI�KDVKLVK�DQG�V\QWKHWLF�GUXJV�
WKRXJK�H[SHUWV�GLIIHU�DV�WR�WKHLU�SUHYDOHQFH��'UXJ�DEXVH�WUHDWPHQW�RSWLRQV�LQ�0R]DPELTXH�DUH�VFDUFH�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

0R]DPELTXH�KDV�QR�ELODWHUDO�QDUFRWLFV�DJUHHPHQWV�ZLWK�WKH�8QLWHG�6WDWHV��DQG�WKHUH�DUH�QR�SODQV�WR
QHJRWLDWH�VXFK�DQ�DJUHHPHQW��7KHUH�LV�OLWWOH�HYLGHQFH�WKDW�0R]DPELTXH�LV�D�VRXUFH�RU�WUDQVVKLSPHQW
FRXQWU\�IRU�GUXJV�HQWHULQJ�WKH�8�6��PDUNHW��1DUFRWLFV�FRQWURO�DVVLVWDQFH�LV�SDUW�RI�RXU�JHQHUDO�LQWHUHVW
LQ�HQKDQFLQJ�WKH�DELOLWLHV�RI�0R]DPELTXH
V�ODZ�HQIRUFHPHQW�DJHQFLHV��7KH�8�6��KDV�LQFOXGHG�DQG�ZLOO
FRQWLQXH�WR�LQF OXGH�0R]DPELFDQ�ODZ�HQIRUFHPHQW�RIILFLDOV�LQ�UHJLRQDO�WUDLQLQJ�SURJUDPV�LQFOXGLQJ
WKRVH�UHODWLQJ�WR�GUXJ�FRQWURO��7KH�UHJLRQDO�WUDLQLQJ�EXGJHW�IRU�0R]DPELTXH�IRU�)<�����������ZDV
����������0R]DPELTXH�KDV�UHTXHVWHG�DVVLVWDQFH�LQ�IXQGLQJ�HTXLSPHQW�IRU�LWV�3ROLFH�6FLHQFHV�$FDGHP\
�$&,32/��DQG�LV�D�WDUJHW�FRXQWU\�IRU�SDUWLFLSDWLRQ�LQ�WKH�,QWHUQDWLRQDO�/DZ�(QIRUFHPHQW�$FDGHP\
�,/($��IRU�$IULFD�ORFDWHG�LQ�*DEDURQH��%RWVZDQD�

Namibia
I. Summary

1DPLELD�LV�QRW�D�PDMRU�GUXJ�SURGXFHU�RU�H[SRUWHU��KRZHYHU��LW�LV�LQFUHDVLQJO\�EHLQJ�XVHG�DV�D�GUXJ�WUDQVLW�FRXQWU\��1DPLELD�KDV�H[SHULHQFHG

D�VLJQLILFDQW�LQFUHDVH�LQ�GUXJ�UHODWHG�FULPLQDO�FDVHV�LQ�WKH�SDVW�\HDU��7KH�PRVW�FRPPRQ�LOOLFLW�GUXJV�DUH�FDQQDELV�DQG�PHWKDTXDORQH

�0DQGUD[���1DPLELD
V�'UXJ�/DZ�(QIRUFHPHQW�8QLW��'/(8��FRRSHUDWHV�ZLWK�QHLJKERULQJ�FRXQWULHV�DQG�UHFHQWO\�FRQFOXGHG�RQH�RI�LWV�PRVW

VLJQLILFDQW�QDUFRWLFV�FDVHV�LQYROYLQJ�D�MRLQW�LQYHVWLJDWLRQ�ZLWK�*HUPDQ�ODZ�HQIRUFHPHQW�DJHQFLHV��1DPLELDQ�JRYHUQPHQW�RIILFLDOV�H[SUHVV

VXSSRUW�IRU�DQWLQDUFRWLFV�SURJUDPV��1DPLELD
V�'/(8�QXPEHUV�RQO\�����ZKHQ�IXOO\�VWDIIHG��DQG�ODFNV�EDVLF�UHVRXUFHV��EXW�WKLV�LV�QRW�DV�D

UHVXOW�RI�D�ODFN�RI�FRPPLWPHQW��EXW�UDWKHU�LQDGHTXDWH�UHVRXUFHV��1DPLELD�LV�QRW�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��EXW�LV�D�SDUW\�WR

WKH������81�6LQJOH�&RQYHQWLRQ�DV�DPHQGHG�E\�WKH������3URWRFRO�DQG�WKH������81�&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV�

,,��6WDWXV�RI�&RXQWU\

1DPLELDQ�SROLFH�KDYH�GLVFRYHUHG�LVRODWHG�FDVHV�RI�FDQQDELV�FXOWLYDWLRQ��JURZQ�IRU�SHUVRQDO�XVH���EXW
WR�GDWH��WKH\�KDYH�QRW�XQFRYHUHG�DQ\�QDUFRWLF�SURGXFLQJ�ODERUDWRULHV��1LJHULDQ�WUDIILFNHUV�FRQWURO�WKH
FRXULHUV�WUDQVSRUWLQJ�FRFDLQH�WKURXJK�WKH�FRXQWU\��1DPLELD�LV�DOVR�D�WUDQVLW�SRLQW�IRU�0DQGUD[��IURP
,QGLD�WR�6RXWK�$IULFD��,QGLDQ�DQG�3DNLVWDQL�JURXSV�DUH�LQYROYH�LQ�WUDIILFNLQJ�0DQGUD[��6RXWK�$IULFDQ
WUDIILFNHUV�VPXJJOH�6RXWK�$IULFDQ�PDULMXDQD�WR�1DPLELD��3ROLFH�VXVSHFW�PRVW�LOOLFLW�GUXJV�DUH�VPXJJOHG
LQWR�1DPLELD�E\�URDG��KLGGHQ�LQ�ODUJH�WUXFNV��:KLOH�PRVW�RI�WKH�QDUFRWLFV�DUH�GHVWLQHG�IRU�WKH�LOOLFLW
6RXWK�$IULFDQ�PDUNHW��PRUH�DQG�PRUH�RI�WKH�GUXJV�DUH�UHPDLQLQJ�LQ�1DPLELD�DQG�IHHGLQJ�D�JURZLQJ
GRPHVWLF�GUXJ�DEXVH�SUREOHP��3ROLFH�VRXUFHV�UHSRUW�VLJQLILFDQW�LQFUHDVHV�LQ�WKH�XVH�RI�FRFDLQH��KHURLQ�
PHWKDTXDORQH��DQG�/6'��6OLJKWO\�PRUH�WKDQ�WKUHH�NLORJUDPV�RI�FRFDLQH�ZHUH�VHL]HG�GXULQJ�WKH�\HDU�



6PDOO�TXDQWLWLHV�RI�RWKHU�GUXJV�DEXVHG�LQ�WKH�UHJLRQ�ZHUH�VHL]HG�E\�ORFDO�HQIRUFHPHQW��DQG�ZKLOH
DOPRVW�D�KDOI�PHWULF�WRQ�RI�FDQQDELV�ZDV�VHL]HG��WKLV�TXDQWLW\�LV�VPDOO�E\�FRPSDULVRQ�WR�VHL]XUHV
HOVHZKHUH�LQ�WKH�UHJLRQ��0DULMXDQD�LV�WKH�GUXJ�RI�FKRLFH�LQ�1DPLELD��0DQGUD[�LV�XVHG�WR�D�OHVVHU�H[WHQW�
1DPLELD�LV�H[SHULHQFLQJ�D�JURZLQJ�SUREOHP�RI�FRFDLQH�DQG�FUDFN�FRFDLQH�DEXVH��DV�QRWHG�DERYH��WKHUH
KDYH�EHHQ�UHFHQW�VHL]XUHV�RI�FRFDLQH�LQ�1DPLELD�

$OWKRXJK�1DPLELD�LV�QRW�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��LW�KDV�EHHQ�D�SDUW\�WR�WKH������81
6LQJOH�&RQYHQWLRQ�DV�DPHQGHG�E\�WKH������3URWRFRO�DQG�WKH������81�&RQYHQWLRQ�RQ�3V\FKRWURSLF
6XEVWDQFHV�VLQFH�0DUFK�������,Q�'HFHPEHU�������1DPLELD�VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW
7UDQVQDWLRQDO�2UJDQL]HG�&ULPH�DQG�LWV�SURWRFROV�

7KH�8�6��*RYHUQPHQW�DWWHPSWHG�WR�SURYLGH�8�6����������ZRUWK�RI�DVVLVWDQFH�WR�1DPLELD
V�'/(8�DW
WKH�FORVH�RI�ODVW�ILVFDO�\HDU��LQFOXGLQJ�VQLIIHU�GRJV��GUXJ�WHVW�NLWV��DQG�FRPSXWHUV��8QIRUWXQDWHO\�
1DPLELD
V�0LQLVWU\�RI�-XVWLFH�ZDV�XQDEOH�WR�DSSURYH�WKH�UHTXLUHG�/HWWHU�RI�$JUHHPHQW�LQ�WKH�VKRUW
DPRXQW�RI�WLPH�EHIRUH�WKH�HQG�RI�WKH�ILVFDO�\HDU�ZKHQ�WKH�RIIHU�KDG�WR�EH�ZLWKGUDZQ��7KH�8�6��KDV�QRW
SURYLGHG�DQ\�DQWLQDUFRWLFV�DVVLVWDQFH�SURJUDPV�WR�1DPLELD�LQ�WKH�SDVW�

1DPLELDQ�JRYHUQPHQW�RIILFLDOV�KDYH�H[SUHVVHG�FRQFHUQ�RYHU�D�VLJQLILFDQW�LQFUHDVH�LQ�GUXJ�FDVHV�LQ�WKH
SDVW�IHZ�\HDUV�DQG�H[SUHVVHG�LQWHUHVW�LQ�FRRSHUDWLQJ�ZLWK�LQWHUQDWLRQDO�DQG�8�6��ODZ�HQIRUFHPHQW
DJHQFLHV��1DPLELD�KDV�EHHQ�LQGHSHQGHQW�IRU�RQO\�WHQ�\HDUV�DQG�LV�LQ�QHHG�RI�WUDLQLQJ�DQG�UHVRXUFHV�WR
HQKDQFH�LWV�SURVHFXWLRQ�RI�LQWHUQDWLRQDO�QDUFRWLF�FDVHV�

Nigeria

,��6XPPDU\

1LJHULD�UHPDLQV�D�ZRUOGZLGH�KXE�RI�QDUFRWLFV�WUDIILFNLQJ�DQG�PRQH\�ODXQGHULQJ�DFWLYLW\��1LJHULDQ
RUJDQL]HG�FULPLQDO�JURXSV�GRPLQDWH�WKH�$IULFDQ�GUXJ�WUDGH��DQG�WUDQVSRUW�QDUFRWLFV�WR�PDUNHWV�LQ�WKH
8QLWHG�6WDWHV��(XURSH��$VLD��DQG�$IULFD��7KHVH�FULPLQDO�RUJDQL]DWLRQV�RFFDVLRQDOO\�IXQG�WKHLU�DFWLYLWLHV
YLD�$GYDQFH�)HH�)UDXG��FRPPRQO\�UHIHUUHG�WR�DV������VFDPV���<HDUV�RI�PLOLWDU\�UXOH�DQG�DQ�DVVRFLDWHG
HFRQRPLF�GHFOLQH�FRQWULEXWHG�VLJQLILFDQWO\�WR�WKH�H[SDQVLRQ�RI�GUXJ�WUDIILFNLQJ�DQG�FULPLQDOLW\�LQ
1LJHULD��7KH�UHVXOWLQJ�VHYHUH�XQHPSOR\PHQW�DQG�ZLGHVSUHDG�FRUUXSWLRQ�SURYLGHG�ERWK�DQ�LQFHQWLYH
DQG�D�PHFKDQLVP�IRU�1LJHULDQ�FULPLQDO�JURXSV�WR�FDSLWDOL]H�RQ�1LJHULD
V�FHQWUDO�ORFDWLRQ�DORQJ�WKH
PDMRU�GUXJ�URXWHV�DQG�DFFHVV�JOREDO�QDUFRWLFV�PDUNHWV��6RXWKHDVW�$VLDQ�KHURLQ�VPXJJOHG�YLD�1LJHULD
DFFRXQWV�IRU�D�VLJQLILFDQW�SRUWLRQ�RI�WKH�KHURLQ�LPSRUWHG�LQWR�WKH�8QLWHG�6WDWHV��1LJHULDQ�FULPLQDO
HOHPHQWV�RSHUDWLQJ�LQ�6RXWK�$PHULFD�WUDQVVKLS�FRFDLQH�WKURXJK�1LJHULD�RQ�WR�(XURSH��$VLD��DQG
$IULFD��PDLQO\�6RXWK�$IULFD��1LJHULDQ�JURZQ�PDULMXDQD�LV�H[SRUWHG�WR�QHLJKERULQJ�:HVW�$IULFDQ�QDWLRQV
DQG�WR�(XURSH��EXW�QRW�LQ�VLJQLILFDQW�TXDQWLWLHV�WR�WKH�8�6�

'HPRFUDWLFDOO\�HOHFWHG�3UHVLGHQW�2EDVDQMR�KDV�SXEOLFO\�GHQRXQFHG�WKLV�FULPLQDO�DFWLYLW\�DQG�LV
DWWHPSWLQJ�WR�LPSURYH�WKH�LPDJH�RI�1LJHULD�ZLWKLQ�WKH�LQWHUQDWLRQDO�FRPPXQLW\��$�FDPSDLJQ�WR�URRW
RXW�FRUUXSWLRQ�ZDV�LPSOHPHQWHG�DIWHU�3UHVLGHQW�2EDVDQMR
V�LQDXJXUDWLRQ�LQ�0D\�������7KH�1DWLRQDO
$VVHPEO\�SDVVHG�WRXJK�DQWLFRUUXSWLRQ�OHJLVODWLRQ�WKDW�FUHDWHG�DQ�DQWLFRUUXSWLRQ�&RPPLVVLRQ�ZLWK
EURDG�SRZHUV��7KH�2EDVDQMR�$GPLQLVWUDWLRQ�DOVR�VXSSRUWV�WKH�FRQWURYHUVLDO������1'/($�$FW
1XPEHU�����7KLV�ODZ�GLFWDWHV�WKDW�1LJHULDQV�FRQYLFWHG�RI�GUXJ�RIIHQVHV�DEURDG�ZLOO�EH�DUUHVWHG�XSRQ
WKHLU�GHSRUWDWLRQ�EDFN�WR�1LJHULD��DQG��LI�FRQYLFWHG��EH�OLDEOH�IRU�D�PLQLPXP�RI���\HDUV�DGGLWLRQDO
LPSULVRQPHQW�IRU�KDUPLQJ�WKH�UHSXWDWLRQ�RI�1LJHULD��%XW�FRUUXSWLRQ�FRQWLQXHV�WR�EH�D�SUREOHP��HYHQ
IRU�WKH�2EVDQMR�$GPLQLVWUDWLRQ��ZKLFK�KDV�H[SHULHQFHG�LWV�RZQ�FRUUXSWLRQ�VFDQGDOV�

2YHU�WKH�\HDUV��1LJHULDQ�ODZ�HQIRUFHPHQW�DJHQFLHV�KDYH�KDG�VSRUDGLF�VXFFHVV�LQ�FRPEDWLQJ�WKH�YDULRXV
HOHPHQWV�RI�WKH�GUXJ�WUDGH��$�GHFUHH�ZDV�LPSOHPHQWHG�LQ������WR�VSHFLILFDOO\�FRPEDW�WKH�PRQH\
ODXQGHULQJ�DFWLYLWLHV�RI�QDUFRWLFV�VPXJJOHUV��+RZHYHU��WKHUH�KDYH�EHHQ�IHZ�DUUHVWV�WR�GDWH�DQG�QR
FRQYLFWLRQV�XQGHU�WKDW�ODZ��,Q�DGGLWLRQ��DVVHW�IRUIHLWXUH�KDV�QRW�EHHQ�D�VXFFHVVIXO�GHWHUUHQW�DJDLQVW
PRQH\�ODXQGHULQJ�RU�GUXJ�WUDIILFNLQJ�DFWLYLWLHV��,QWHUGLFWLRQ�DQG�HQIRUFHPHQW�HIIRUWV�DUH�FRPSOLFDWHG
E\�DQ�DEVHQFH�RI�LQWHU�DJHQF\�FRRSHUDWLRQ�DQG�D�VHULRXV�ODFN�RI�UHVRXUFHV��<HDUV�RI�QHJOHFW�E\
VXFFHVVLYH�PLOLWDU\�UHJLPHV�OHIW�WKH�ODZ�HQIRUFHPHQW�FRPPXQLW\�GHPRUDOL]HG�DQG�LOO�HTXLSSHG�WR�GHDO
ZLWK�VRSKLVWLFDWHG��LQWHUQDWLRQDO�FULPLQDO�QHWZRUNV��7KLV�SUREOHP�LV�FRPSRXQGHG�E\�SHUYDVLYH
FRUUXSWLRQ�WKURXJKRXW�DOO�OHYHO V�RI�JRYHUQPHQW��7KHUH�KDYH�EHHQ�D�IHZ�DUUHVWV�RI�PDMRU�WUDIILFNHUV�
KRZHYHU��LW�FDQ�WDNH�\HDUV�IRU�D�FDVH�WR�DFWXDOO\�FRPH�WR�WULDO�DQG�QR�PHFKDQLVP�H[LVWV�WR�WUDFN�FDVHV�
&DVHV�DUH�RIWHQ��V\VWHPDWLFDOO\�ORVW��ZLWKLQ�1LJHULD
V�MXGLFLDO�V\VWHP��1LJHULD�GLG�WDNH�D�VLJQLILFDQW�VWHS
LQ�1RYHPEHU�RI������E\�WUDQVIHUULQJ�LQWR�8�6��FXVWRG\�IRXU�IXJLWLYHV�ZDQWHG�RQ�VHULRXV�QDUFRWLFV�DQG
QDUFRWLFV�UHODWHG�FKDUJHV��LQFOXGLQJ�WZR�ZKR�DUH�RQ�WKH�3UHVLGHQW
V�/LVW�RI�6LJQLILFDQW�)RUHLJQ
1DUFRWLFV�7UDIILFNHUV�XQGHU�WKH�)RUHLJQ�1DUFRWLFV�.LQJSLQ�'HVLJQDWLRQ�$FW��1LJHULD�LV�D�SDUW\�WR�WKH
�����81�'UXJ�&RQYHQWLRQ�



,,��6WDWXV�RI�&RXQWU\

1LJHULD�SURGXFHV�QR�SUHFXUVRU�FKHPLFDOV�RU�GUXJV�WKDW�KDYH�D�VLJQLILFDQW�HIIHFW�RQ�WKH�8QLWHG�6WDWHV�
+RZHYHU��1LJHULD�UHPDLQV�D�PDMRU�GUXJ�WUDIILFNLQJ�KXE�DQG�1LJHULDQ�FULPLQDO�HOHPHQWV�RSHUDWH�JOREDO
FULPLQDO�WUDIILFNLQJ�QHWZRUNV�

7KH�ODZ�HQIRUFHPHQW�DJHQF\�ZLWK�SULPDU\�UHVSRQVLELOLW\�IRU�FRPEDWLQJ�QDUFRWLFV�VPXJJOLQJ�DQG�GUXJ
DEXVH�LV�WKH�1DWLRQDO�'UXJ�/DZ�(QIRUFHPHQW�$JHQF\��1'/($���7KH�1'/($�ZDV�HVWDEOLVKHG�LQ
������DQG�ZRUNV�DORQJVLGH�1LJHULDQ�&XVWRPV��WKH�6WDWH�6HFXULW\�6HUYLFH��WKH�1DWLRQDO�$JHQF\�IRU
)RRG�DQG�'UXJ�$GPLQLVWUDWLRQ�DQG�&RQWURO��1$)'$&���WKH�1DWLRQDO�3ROLFH��DQG�WKH�1LJHULDQ
,PPLJUDWLRQ�6HUYLFH�DW�WKH�YDULRXV�SRUWV�RI�HQWU\��1'/($
V�PRVW�VXFFHVVIXO�LQWHUGLFWLRQV�KDYH�WDNHQ
SODFH�DW�1LJHULD
V�LQWHUQDWLRQDO�DLUSRUWV��7KH�DJHQF\�KDV�KDG�VRPH�VXFFHVV�DSSUHKHQGLQJ�LQGLYLGXDO
ORZ�OHYHO�GUXJ�FRXULHUV�WUDQVLWLQJ�WKHVH�DLUSRUWV��6PXJJOHUV�KDYH�EHHQ�IRUFHG�WR�FKDQJH�WDFWLFV�DQG�VKLS
FRQWUDEDQG�YLD�1LJHULD
V�ILYH�PDMRU�VHDSRUWV�RU�DFURVV�LWV�SRURXV�ODQG�ERUGHUV��,QWHUGLFWLRQ�HIIRUWV�DUH
RIWHQ�KDPSHUHG�E\�D�ODFN�RI�FRRSHUDWLRQ�DPRQJ�WKH�UHOHYDQW�DJHQFLHV�

$V�VSHFLDOLVWV�LQ�PRYLQJ�QDUFRWLFV�DQG�RWKHU�FRQWUDEDQG��1LJHULDQ�FULPLQDO�RUJDQL]DWLRQV�DUH�KHDYLO\
LQYROYHG�LQ�FRUROODU\�FULPLQDO�DFWLYLWLHV�VXFK�DV�GRFXPHQW�IDEULFDWLRQ��LOOHJDO�LPPLJUDWLRQ��DQG�ILQDQFLDO
IUDXG��7KHLU�WLHV�WR�FULPLQDOV�LQ�WKH�8QLWHG�6WDWHV��(XURSH��6RXWK�$PHULFD��$VLD�DQG�6RXWK�$IULFD�DUH
ZHOO�GRFXPHQWHG��1LJHULDQ�SRO\�FULPH�RUJDQL]DWLRQV�H[DFW�VLJQLILFDQW�ILQDQFLDO�DQG�VRFLHWDO�FRVWV�
HVSHFLDOO\�DPRQJ�:HVW�$IULFDQ�QDWLRQV�ZLWK�OLPLWHG�UHVRXUFHV�IRU�FRXQWHULQJ�WKHVH�RUJDQL]DWLRQV�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��7KH�GHPRFUDWLFDOO\�HOHFWHG�2EDVDQMR�$GPLQLVWUDWLRQ�KDV�QRW�LQWURGXFHG�DQ\�QHZ
PDMRU�OHJLVODWLYH�RU�ILQDQFLDO�LQLWLDWLYHV�WR�FRPEDW�QDUFRWLFV�WUDIILFNLQJ��EXW�LW�GLG�WUDQVIHU�IRXU
GHIHQGDQWV�ZDQWHG�RQ�QDUFRWLFV�DQG�QDUFRWLFV�UHODWHG�FKDUJHV��LQFOXGLQJ�WZR��1DUFRWLFV�.LQJSLQV��
LQWR�WKH�FXVWRG\�RI�8�6��ODZ�HQIRUFHPHQW�RIILFLDOV��1LJHULD
V�FRXQWHUQDUFRWLFV�SROLF\�LV�EDVHG�RQ�WKH
1DWLRQDO�'UXJ�&RQWURO�0DVWHU�3ODQ��1'&03���LQ�SODFH�VLQFH����������7KLV�SODQ�DVVLJQV
UHVSRQVLELOLWLHV�WR�WKH�YDULRXV�JRYHUQPHQW�PLQLVWULHV�DQG�DJHQFLHV�DV�ZHOO�DV�1*2V�DQG�RWKHU�LQWHUHVW
JURXSV��7KH�PDVWHU�SODQ�DOVR�RXWOLQHV�EDVLF�UHVRXUFH�UHTXLUHPHQWV�DQG�WLPH�IUDPHV�IRU�WKH�FRPSOHWLRQ
RI�REMHFWLYHV��0DQ\�RI�WKHVH�JRDOV�KDYH�QRW�\HW�EHHQ�PHW�

%RWK�FKDPEHUV�LQ�WKH�1DWLRQDO �$VVHPEO\�KDYH�QDUFRWLFV�DIIDLUV�FRPPLWWHHV�ZKLFK�PRQLWRU�WKH
SHUIRUPDQFH�RI�WKH�1'/($�DQG�1LJHULD
V�FRXQWHUQDUFRWLFV�VWUDWHJ\��,Q�DGGLWLRQ��D�FDELQHW�OHYHO
DGYLVHU�RQ�GUXJV�DQG�ILQDQFLDO�FULPHV�UHSRUWV�GLUHFWO\�WR�WKH�3UHVLGHQW��7KH�IUHTXHQW�FKDQJH�RI
OHDGHUVKLS�RI�WKH�1'/($�KDV�LPSDLUHG�WKH�DJHQF\
V�LQWHUGLFWLRQ�DFWLYLWLHV��2YHU�D�SHULRG�RI�VL[
PRQWKV�WKHUH�KDYH�EHHQ�WKUHH�1'/($�&KDLUPHQ��7KH�SUHVHQW�1'/($�&KLHI��$OKDML�%HOOR�/DILDML��ZDV
DSSRLQWHG�LQ�2FWREHU�RI�������DQG�KDV�GHFODUHG�DQ�DOO�RXW�RIIHQVLYH�DJDLQVW�GUXJ�WUDIILFNLQJ��&KDLUPDQ
/DILDML�KDV�FDOOHG�IRU�WKH�KDUPRQL]DWLRQ�RI�1LJHULD
V�QDUFRWLFV�OHJLVODWLRQ�DQG�KDV�VRXJKW�LQFUHDVHG
LQWHUQDWLRQDO�DVVLVWDQFH�IRU�WKH�GUXJ�DJHQF\��7KH�1'/($�KDV�DOVR�HPEDUNHG�XSRQ�D�SXEOLFLW\
FDPSDLJQ�WR�FRPEDW�QDUFRWLFV�WUDIILFNLQJ�DQG�GUXJ�DEXVH�E\�VWDJLQJ�YDULRXV�FRQWUDEDQG�GHVWUXFWLRQ
HYHQWV�DURXQG�WKH�FRXQWU\�

$FFRPSOLVKPHQWV��$�VWURQJ�LQGLFDWLRQ�RI�WKH�1LJHULDQ�JRYHUQPHQW
V�FRPPLWPHQW�WR�FRRSHUDWLQJ
ZLWK�WKH�8�6��RQ�ODZ�HQIRUFHPHQW�GXULQJ�WKLV�SDVW�\HDU�ZDV�WKH�WUDQVIHU�LQWR�8�6��FXVWRG\�RI�IRXU
IXJLWLYHV�ZDQWHG�RQ�VHULRXV�QDUFRWLFV�DQG�QDUFRWLFV�UHODWHG�FKDUJHV��,Q�DQRWKHU�DFFRPSOLVKPHQW��D
1LJHULDQ�*HQHUDO�ZDV�UHSRUWHGO\�FRXUW�PDUWLDOHG��VWULSSHG�RI�KLV�UDQN��GLVPLVVHG�IURP�WKH�$UP\�DQG
UHPDLQV�LQ�WKH�FXVWRG\�RI�PLOLWDU\�RIILFLDOV�DIWHU�EHLQJ�LPSOLFDWHG�LQ�D�KHURLQ�VPXJJOLQJ�FDVH��ZKLOH�KH
ZDV�VWDWLRQHG�LQ�3DNLVWDQ��$FFRUGLQJ�WR�WKH�1'/($�������GUXJ�WUDIILFNHUV�ZHUH�DUUHVWHG�GXULQJ�WKH
������DQG���������NLORJUDPV�RI�FDQQDELV�GHVWUR\HG�RU�FRQILVFDWHG�����NLORJUDPV��RI�FRFDLQH�DQG���
NLORJUDPV��RI�KHURLQ�ZHUH�VHL]HG��7KH�1'/($�LV�DOVR�FODLPLQJ�WR�KDYH�GHVWUR\HG�PRUH�WKDQ�D�PLOOLRQ
NLORV�RI�FDQQDELV�LQ�HUDGLFDWLRQ�RSHUDWLRQV��7KH�H[DFW�VHL]XUH�ILJXUHV�PLJKW�GLIIHU�VKDUSO\�IURP�WKHVH
HVWLPDWHV�REWDLQHG�IURP�1'/($�

/DZ�(QIRUFHPHQW�(IIRUWV��1LJHULDQ�FRXQWHUQDUFRWLFV�HIIRUWV�SULPDULO\�IRFXV�RQ�WKH�LQWHUGLFWLRQ�RI
FRXULHUV�WUDQVLWLQJ�1LJHULD
V�DLUSRUWV�DV�ZHOO�DV�D�SXEOLF�FDPSDLJQ�IRFXVHG�RQ�GHVWUR\LQJ�SORWV�RI
FXOWLYDWHG�PDULMXDQD�WKURXJKRXW�WKH�FRXQWU\��8QIRUWXQDWHO\��PDMRU�QDUFRWLFV�VPXJJOHUV�DQG�WKHLU
QHWZRUNV�FRQWLQXH�WR�HVFDSH�DUUHVW�DQG�SURVHFXWLRQ��/DZ�HQIRUFHPHQW�DJHQFLHV�GR�QRW�SRVVHVV�WKH
QHFHVVDU\�UHVRXUFHV�RU�FDSDELOLWLHV�WR�FRPEDW�WKHVH�ZHOO�RUJDQL]HG��LQWHUQDWLRQDO�QHWZRUNV��$WWHPSWV
E\�1'/($�WR�DUUHVW�DQG�SURVHFXWH�PDMRU�WUDIILFNHUV�DQG�RWKHU�DVVRFLDWHV�RIWHQ�IDLO�LQ�1LJHULD
V
HQIHHEOHG�MXGLFLDO�V\VWHP��ZKLFK�LV�VXEMHFW�WR�LQWLPLGDWLRQ�DQG�FRUUXSWLRQ��$VVHW�VHL]XUHV�IURP
QDUFRWLFV�WUDIILFNHUV�DQG�PRQH\�ODXQGHUHUV��ZKLOH�SHUPLWWHG�XQGHU�1LJHULDQ�ODZ��KDYH�QHYHU�UHDOO\
V\VWHPDWLFDOO\�EHHQ�XWLOL]HG�DV�DQ�HQIRUFHPHQW�WRRO��EXW�VRPH�FRQYLFWHG�WUDIILFNHUV�KDYH�KDG�WKHLU
DVVHWV�VHL]HG�RYHU�WKH�\HDUV��7KH�QXPEHUV�RI�WUDIILFNHUV�WKXV�SHQDOL]HG�DUH�VPDOO��KRZHYHU�



&RUUXSWLRQ��3HUYDVLYH�FRUUXSWLRQ�LV�D�SUREOHP�WKURXJKRXW�1LJHULDQ�VRFLHW\��(VWLPDWHG�XQHPSOR\PHQW
LV�RYHU����SHUFHQW��&LYLO�VHUYDQWV
�VDODULHV�DUH�ORZ��,Q�DGGLWLRQ�VDODULHV�DUH�IUHTXHQWO\�SDLG�PRQWKV�ODWH�
FRPSRXQGLQJ�WKH�FRUUXSWLRQ�SUREOHP��$IWHU�LWV�LQDXJXUDWLRQ��WKH�2EDVDQMR�$GPLQLVWUDWLRQ�HPEDUNHG
RQ�D�SXEOLF�DQWLFRUUXSWLRQ�FUXVDGH��/HJLVODWLRQ�ZDV�HQDFWHG�DQG�DQ�DQWLFRUUXSWLRQ�FRPPLVVLRQ�IRUPHG�
$�FRPPLVVLRQ�ZDV�DOVR�HVWDEOLVKHG�WR�UHYLHZ�JRYHUQPHQW�FRQWUDFWV�DZDUGHG�E\�SDVW�DGPLQLVWUDWLRQV�
8QIRUWXQDWHO\��WKH�2EDVDQMR�$GPLQLVWUDWLRQ�KDV�PDGH�OLWWOH�SURJUHVV�WRZDUGV�WUDQVSDUHQF\�DQG
RSHQQHVV�LQ�LWV�FRQWUDFWLQJ�DQG�GHFLVLRQ�PDNLQJ�SURFHVV��7KH�DGPLQLVWUDWLRQ�LWVHOI�KDV�EHHQ�SODJXHG
ZLWK�DFFXVDWLRQV�RI�FRUUXSWLRQ��H[DFHUEDWHG�E\�SROLWLFDO�LQ�ILJKWLQJ�EHWZHHQ�WKH�3UHVLGHQW�DQG�WKH
1DWLRQDO�$VVHPEO\��7R�GDWH��WKHUH�KDYH�QRW�EHHQ�DQ\�GLVPLVVDOV�RI�KLJK�OHYHO�DGPLQLVWUDWLRQ�RIILFLDOV
IRU�FRUUXSWLRQ�WR�DGG�FUHGHQFH�WR�WKH�DQWLFRUUXSWLRQ�HIIRUWV��7KHUH�ZDV��KRZHYHU��D�UHFHQW�FDVH�LQ
ZKLFK�VHYHUDO�1LJHULDQ�&XVWRPV�RIILFLDOV�LQYROYHG�LQ�DQ�DWWHPSW�WR�VPXJJOH�KHURLQ�WR�WKH�8�6��ZHUH
DSSUHKHQGHG�DQG�QRZ�IDFH�WULDO�IRU�WKHLU�FULPH��&RUUXSWLRQ�UHPDLQV�D�VLJQLILFDQW�REVWDFOH�WR
FRXQWHUQDUFRWLFV�HIIRUWV� �HVSHFLDOO\�LQ�WKH�MXGLFLDO�SURFHVV��:KLOH�WKH�1'/($�KDV�DWWHPSWHG�WR�SXUJH
LWV�UDQNV�RI�RIILFHUV�VXVSHFWHG�RI�FRUUXSW�SUDFWLFHV��D�IHDU�RI�FRUUXSWLRQ�KDPSHUV�LQWHU�DJHQF\
FRRSHUDWLRQ�DV�DJHQFLHV�DUH�RIWHQ�GLVWUXVWIXO�DQG�XQZLOOLQJ�WR�VKDUH�LQIRUPDWLRQ�

$JUHHPHQWV�DQG�7UHDWLHV��1LJHULD�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��WKH������81�6LQJOH
&RQYHQWLRQ�DQG�LWV������3URWRFRO��DQG�WKH������81�&RQYHQWLRQ�RQ�3V\FKRWURSLF�6XEVWDQFHV��7KH
�����8�6��8.�([WUDGLWLRQ�7UHDW\��ZKLFK�ZDV�PDGH�DSSOLFDEOH�WR�1LJHULD�LQ�������LV�WKH�OHJDO�EDVLV�IRU
SHQGLQJ�8�6��H[WUDGLWLRQ�UHTXHVWV��LQFOXGLQJ�ILYH�RQ�QDUFRWLFV�RU�QDUFRWLFV�UHODWHG�PRQH\�ODXQGHULQJ
FKDUJHV��1LJHULD�LV�D�SDUW\�WR�WKH�:RUOG�&XVWRPV�2UJDQL]DWLRQ
V�1DLUREL�&RQYHQWLRQ��$QQH[�RQ
$VVLVWDQFH�LQ�1DUFRWLFV�&DVHV�

&XOWLYDWLRQ�DQG�3URGXFWLRQ��&DQQDELV�UHPDLQV�WKH�RQO\�LOOLFLW�GUXJ�WKDW�LV�SURGXFHG�LQ�DQ\�TXDQWLW\
WKURXJKRXW�1LJHULD��7KLV�GUXJ�LV�SURGXFHG�LQ�DOO����VWDWHV��0DMRU�FXOWLYDWLRQ�RFFXUV�LQ�FHQWUDO�DQG
QRUWKHUQ�1LJHULD�LQ�DGGLWLRQ�WR�WKH�'HOWD�DQG�2QGR�VWDWHV�LQ�WKH�VRXWK��0DULMXDQD��RU��,QGLDQ�+HPS�
DV�LW�LV�ORFDOO\�NQRZQ��LV�VROG�LQ�1LJHULD�DQG�H[SRUWHG�WKURXJKRXW�:HVW�$IULFD�DQG�LQWR�(XURSH��7R
GDWH��WKHUH�LV�QR�HYLGHQFH�RI�VLJQLILFDQW�PDULMXDQD�LPSRUWV�IURP�1LJHULD�LQWR�WKH�8QLWHG�6WDWHV��7KH
1'/($�KDV�EHHQ�HQJDJHG�LQ�DQ�DFWLYH�HUDGLFDWLRQ�FDPSDLJQ��7KH�1'/($�FODLPV�FDQQDELV�VHL]XUHV�LQ
H[FHVV�RI�����07�DQG�HUDGLFDWLRQ�RI�FDQQDELV�SODQWV�LQ�WKH�ILHOG�LQ�H[FHVV�RI������07��WKLV�\HDU�
5HFHQWO\��WKH�1'/($�KDV�KLJKOLJKWHG�WKLV�HUDGLFDWLRQ�FDPSDLJQ�E\�LQYLWLQJ�GLJQLWDULHV�WR�WKH�YDULRXV
GHVWUXFWLRQ�FHUHPRQLHV�DURXQG�WKH�FRXQWU\�DQG�UHOHDVLQJ�SUHVV�UHSRUWV�KLJKOLJKWLQJ�WKHLU�HUDGLFDWLRQ
DFWLYLWLHV�

'UXJ�)ORZ�7UDQVLW��1LJHULD�LV�D�PDMRU�VWDJLQJ�SRLQW�IRU�6RXWKHDVW�DQG�6RXWKZHVW�$VLDQ�KHURLQ�EHLQJ
VPXJJOHG�WR�(XURSH�DQG�WKH�8QLWHG�6WDWHV�DQG�IRU�6RXWK�$PHULFDQ�FRFDLQH�EHLQJ�WUDQVSRUWHG�WR
(XURSH��:KLOH�1LJHULD�UHPDLQV�$IULFD
V�GUXJ�WUDQVSRUW�KXE��WKHUH�DUH�LQGLFDWLRQV�WKDW�WKH�SUHIHUUHG
PHWKRGV�RI�WUDQVVKLSPHQW�KDYH�FKDQJHG��,PSURYHPHQW�RI�WKH�RYHUDOO�VHFXULW\�SRVWXUH�DW�0XUWDOD
0RKDPPHG�,QWHUQDWLRQDO�$LUSRUW�KDV�IRUFHG�GUXJ�WUDIILFNHUV�WR�VKLS�E\�VHD�IURP�1LJHULDQ�VHDSRUWV�
FRQFHDOLQJ�ODUJH�TXDQWLWLHV�RI�FRQWUDEDQG�LQ�VKLSSLQJ�FRQWDLQHUV�

'HPDQG�5HGXFWLRQ��/RFDO�SURGXFWLRQ�DQG�XVH�RI�PDULMXDQD�KDV�EHHQ�D�SUREOHP�LQ�1LJHULD�IRU�VRPH
WLPH��KRZHYHU��DFFRUGLQJ�WR�WKH�1'/($�DQG�1*2V��WKH�DEXVH�RI�KDUGHU�GUXJV��H�J���FRFDLQH��KHURLQ�
LV�RQ�WKH�ULVH��+HURLQ�DQG�FRFDLQH�DUH�UHDGLO\�DYDLODEOH�LQ�PDQ\�RI�1LJHULD
V�ODUJHU�FLWLHV��/DZ
HQIRUFHPHQW�RIILFLDOV�DGPLW�WKDW�1LJHULD�UHPDLQV�D�PDMRU�QDUFRWLFV�WUDQVVKLSPHQW�SRLQW��EXW�VRPH
RIILFLDOV�GHQ\�WKDW�GRPHVWLF�GUXJ�DEXVH�LV�RQ�WKH�ULVH��8�6��RIILFLDOV�DQG�WUDLQLQJ�LQVWUXFWRUV�ILQG�WKDW
PDQ\�1LJHULDQ�RIILFLDOV�GR�QRW�XQGHUVWDQG�WKDW�E\�VHUYLQJ�DV�D�WUDQVLW�SRLQW��1LJHULD�PD\�LWVHOI�EHJLQ�WR
VXIIHU�VLJQLILFDQW�GUXJ�DEXVH�SUREOHPV��7KH�1'/($�FRQWLQXHV�WR�H[SDQG�LWV�DQWLGUXJ�FOXEV�DW�1LJHULDQ
XQLYHUVLWLHV�DQG�GLVWULEXWH�DQWLGUXJ�OLWHUDWXUH��7KH�1'/($�DOVR�KDV�SODQV�WR�SURGXFH�D�WHDFKHU
V
PDQXDO�IRU�WKH�SULPDU\�DQG�VHFRQGDU\�VFKRRO�OHYHOV��ZKLFK�ZLOO�RIIHU�JXLGDQFH�RQ�WHDFKLQJ�VWXGHQWV
DERXW�GUXJ�DEXVH�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

3ROLF\�,QLWLDWLYHV��8�6��1LJHULDQ�FRXQWHUQDUFRWLFV�FRRSHUDWLRQ�IRFXVHV�RQ�VWRSSLQJ�LQGLYLGXDO�FRXULHUV
DQG�RQ�SURIHVVLRQDOL]LQJ�WKH�1'/($�DQG�RWKHU�ODZ�HQIRUFHPHQW�DJHQFLHV��8�6��WUDLQLQJ�DQG�PDWHULDO
DVVLVWDQFH�KDV�FRQWLQXHG��ZLWK�WKH�1'/($�WKH�SULPDU\�WDUJHW�IRU�DVVLVWDQFH��7KH�8�6��'($�RIILFH
GHDOV�ZLWK�D�VPDOO�JURXS�RI�1'/($�UHSUHVHQWDWLYHV�WR�OHVVHQ�WKH�FKDQFH�RI�FRPSURPLVH�E\�FRUUXSW
LQGLYLGXDOV��86*�ZRUNLQJ�OHYHO�UHSUHVHQWDWLYHV�HQMR\�JRRG�DFFHVV�WR�WKHLU�FRXQWHUSDUWV�DQG�WKHUH�LV�DQ
HYLGHQW�GHVLUH�RQ�ERWK�VLGHV�WR�VWUHQJWKHQ�WKHVH�UHODWLRQVKLSV��7KH�QHZ�1'/($�&KDLUPDQ�DSSHDUV
FRPPLWWHG�WR�PHHWLQJ�DJHQF\�JRDOV�DQG�LPSURYLQJ�WKH�PRUDOH�RI�1'/($�RIILFHUV��3ROLFH�UHIRUP�KDV
EHHQ�XQGHU�GLVFXVVLRQ�LQ�1LJHULD��1LJHULDQ�&RPPLVVLRQV�KDYH�UHYLHZHG�SODQV�IRU�UHIRUP�DQG�DVVLVWDQFH
DJHQFLHV�KDYH�SUHSDUHG�WKHLU�RZQ�VXJJHVWLRQV�IRU�ZD\V�WR�SURFHHG��EXW�WKH�WDVN�ZLOO�EH�IRUPLGDEOH�DV
WKH�SROLFH�ODFN�VR�PXFK�LQ�WKH�ZD\�RI�HTXLSPHQW��DQG�WKHLU�PRUDOH�KDV�VXIIHUHG�RYHU�WKH�\HDUV�DV�WKH
VLWXDWLRQ�GHWHULRUDWHG��6DODULHV�DUH�ORZ��DQG�DUH�IUHTXHQWO\�SDLG�PRQWKV�ODWH��IRU�H[DPSOH�



%LODWHUDO�$FFRPSOLVKPHQWV��7KH�WXUQLQJ�RYHU�RI�IRXU�IXJLWLYHV�ZDQWHG�RQ�QDUFRWLFV�DQG�QDUFRWLFV�
UHODWHG�FKDUJHV�LQ�WKH�8QLWHG�6WDWHV�ZDV�D�NH\�ELODWHUDO�DFFRPSOLVKPHQW�RI�������&RRSHUDWLRQ�EHWZHHQ
1LJHULDQ�DQG�8�6��ODZ�HQIRUFHPHQW�DJHQFLHV�FRQWLQXHV�WR�LQFUHDVH��DOWKRXJK�PXFK�ZRUN�UHPDLQV�WR�EH
GRQH��7KH�8�6��'($�RIILFH�LQ�1LJHULD�FRQWLQXHV�WR�ZRUN�ZLWK�WKH�1'/($�RQ�H[SDQGLQJ�WKHLU
UHODWLRQVKLS��,Q�2FWREHU�������8�6��&XVWRPV�FRQGXFWHG�D�6WDWH�'HSDUWPHQW�IXQGHG�&RQWUDEDQG
(QIRUFHPHQW�7HDP�WUDLQLQJ�SURJUDP�LQ�/DJRV�IRU�1'/($�RIILFHUV�

7KH�5RDG�$KHDG��7KH�8�6��1LJHULDQ�UHODWLRQVKLS�KDV�LPSURYHG�VLJQLILFDQWO\�ZLWK�WKH�UHLQWURGXFWLRQ
RI�GHPRFUDWLF�JRYHUQPHQW�LQ�1LJHULD��3UHVLGHQW�&OLQWRQ
V�$XJXVW������YLVLW�WR�1LJHULD�KLJKOLJKWHG
DUHDV�RI�VLJQLILFDQW�SURJUHVV��EXW�DOVR�LOOXVWUDWHG�WKDW�PXFK�PRUH�UHPDLQV�WR�EH�GRQH��$V�QRWHG
HOVHZKHUH�LQ�WKLV�UHSRUW��WKH�QDUFRWLFV�DQG�FULPH�SUREOHPV�LQ�1LJHULD�DUH�GHHSO\�URRWHG�LQ�1LJHULD
V
SUHVHQW�JRYHUQPHQWDO�V\VWHP��DQG�LQ�1LJHULDQ�VRFLHW\��,W�ZLOO�UHTXLUH�FRXUDJHRXV�SROLWLFDO�ZLOO�IRU�DQ\
1LJHULDQ�JRYHUQPHQW�WR�FRQIURQW�WKHVH�GLIILFXOW�LVVXHV�DQG�EULQJ�DERXW�PHDQLQJIXO�FKDQJH�

7KH�8�6��JRYHUQPHQW�LV�ZRUNLQJ�WR�DLG�1LJHULD�LQ�LWV�FRXQWHUQDUFRWLFV�HIIRUWV��2QH�DUHD�RI�SULPH
FRQFHUQ�LV�WKH�MXGLFLDU\��/DZ�HQIRUFHPHQW�HIIRUWV�DUH�RIWHQ�VW\PLHG�E\�WKH�VORZ�SDFH�RI�WKH�MXGLFLDO
V\VWHP��ZKLFK�FDQ�EH�DWWULEXWHG�WR�ERWK�LQWLPLGDWLRQ�DQG�FRUUXSWLRQ�RI�WKH�MXGLFLDU\�E\�FULPLQDO
RUJDQL]DWLRQV��7KH�8�6��$JHQF\�IRU�,QWHUQDWLRQDO�'HYHORSPHQW�KDV�LPSOHPHQWHG�D��5XOH�RI�/DZ�
SURJUDP�ZLWK�WKH�1LJHULDQ�JRYHUQPHQW�WR�KHOS�VWUHQJWKHQ�DQG�SURIHVVLRQDOL]H�WKH�MXGLFLDU\��,Q
DGGLWLRQ��ZLWKLQ�WKH�MXGLFLDO�V\VWHP��WKH�1LJHULDQ�JRYHUQPHQW�QHHGV�WR�HVWDEOLVK�D�UHOLDEOH�H[WUDGLWLRQ
SURFHVV�WKDW�ZLOO�DOORZ�H[WUDGLWLRQ�UHTXHVWV�WR�EH�KHDUG�H[SHGLWLRXVO\�DQG�IDLUO\��0DQ\�8�6��H[WUDGLWLRQ
UHTXHVWV�IRU�QDUFRWLFV�WUDIILFNHUV�KDYH�EHHQ�RXWVWDQGLQJ�IRU�\HDUV�

7KH�8�6��*RYHUQPHQW�LV�DOVR�FRQFHUQHG�DERXW�WKH�FRQWLQXHG�VLWXDWLRQ�RI�H[WUHPHO\�ORZ�VDODULHV�IRU
SROLFH�RIILFHUV�DQG�RWKHU�ODZ�HQIRUFHPHQW�DQG�MXVWLFH�SHUVRQQHO��DV�ZHOO�DV�H[DPSOHV�RI�PLVDOORFDWLRQ
RI�JRYHUQPHQW�UHVRXUFHV�ZKLOH�ODZ�HQIRUFHPHQW�QHHGV�JR�XQPHW��7KH�JRYHUQPHQW�RI�1LJHULD�QHHGV�WR
GHPRQVWUDWH�D�FRPPLWPHQW�RI�LWV�RZQ�UHVRXUFHV�WR�WKH�ILJKW�DJDLQVW�QDUFRWLFV�WUDIILFNLQJ�DQG
WUDQVQDWLRQDO�FULPH�LQ�RUGHU�WR�VWUHQJWKHQ�LWV�FDVH�IRU�DGGLWLRQDO�IRUHLJQ�GRQRU�DVVLVWDQFH�

7KH�8�6��JRYHUQPHQW�SURYLGHG�WUDLQLQJ�IRU�D�&RQWUDEDQG�(QIRUFHPHQW�7HDP�DW�1LJHULD
V�,QWHUQDWLRQDO
$LUSRUW��+RSHIXOO\��WKLV�WHDP�ZLOO�EH�XWLOL]HG�HIIHFWLYHO\��DQG�DOVR�VHUYH�DV�D�PRGHO�IRU�LQWHU�DJHQF\
FRRSHUDWLRQ�DW�RWKHU�SRUWV�RI�HQWU\��6LQFH�QDUFRWLFV�WUDIILFNLQJ�DQG�ILQDQFLDO�FULPHV�DUH�FORVHO\�OLQNHG�
WKH�JRYHUQPHQW�RI�1LJHULD�PXVW�DOVR�VWUHQJWKHQ�DQG�XWLOL]H�LWV�DVVHW�IRUIHLWXUH�OHJLVODWLRQ��DOUHDG\�LQ
SODFH��,Q�DGGLWLRQ��1LJHULD�PXVW�ZRUN�WR�EULQJ�L WV�PRQH\�ODXQGHULQJ�ODZV�LQWR�FRPSOLDQFH�ZLWK�WKH
)$7)����UHFRPPHQGDWLRQV�DQG�ZRUN�WR�UHJXODWH�LWV�EDQNLQJ�LQGXVWU\�

7KH�8�6��JRYHUQPHQW�ZLOO�FRQWLQXH�WR�DFWLYHO\�HQJDJH�1LJHULD�RQ�WKH�LVVXH�RI�FRXQWHUQDUFRWLFV�DQG
PRQH\�ODXQGHULQJ��7KHUH�KDYH�EHHQ�LQFUHPHQWDO�VXFFHVVHV��EXW�ORQJ�WHUP�SURJUHVV�ZLOO�RQO\�FRPH
DERXW�WKURXJK�WKH�FRQWLQXDWLRQ�RI�D�ORQJ�WHUP�GLDORJXH�DQG�DVVLVWDQFH��DQG�D�ZLOOLQJQHVV�RQ�WKH�SDUW�RI
1LJHULD
V�JRYHUQPHQW�WR�FRQIURQW�GLIILFXOW�LVVXHV��7KH�XQGHUO\LQJ�LQVWLWXWLRQDO�DQG�VRFLHWDO�IDFWRUV�WKDW
FRQWULEXWH�WR�QDUFRWLFV�WUDIILFNLQJ�DQG�PRQH\�ODXQGHULQJ�DFWLYLWLHV�LQ�1LJHULD�DUH�GHHS�VHDWHG�DQG
UHTXLUH�FRPSUHKHQVLYH��ORQJ�WHUP�VROXWLRQV�

Saudi Arabia

,��6XPPDU\

$V�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��WKH�*RYHUQPHQW�RI�6DXGL�$UDELD�FRQWLQXHV�WR�SODFH�D
KLJK�SULRULW\�RQ�LWV�HIIRUWV�WR�HOLPLQDWH�QDUFRWLFV�WUDIILFNLQJ�DQG�DEXVH��1DUFRWLFV�UHODWHG�FULPHV�DUH
SXQLVKHG�KDUVKO\��XQGHU�WKH�6DXGL�LQWHUSUHWDWLRQ�RI�,VODPLF�ODZ��QDUFRWLFV�WUDIILFNLQJ�LV�D�FDSLWDO
RIIHQVH��HQIRUFHG�DJDLQVW�6DXGLV�DQG�IRUHLJQHUV�DOLNH��7KLUW\�ILYH�FRQYLFWHG�WUDIILFNHUV�ZHUH�H[HFXWHG�LQ
������6DXGL�$UDELD�UHOLHV�RQ�D�QHWZRUN�RI�RYHUVHDV�GUXJ�HQIRUFHPHQW�OLDLVRQ�RIILFHV�DQG�RQ�VWDWH�RI�
WKH�DUW�GHWHFWLRQ�DQG�WUDLQLQJ�SURJUDPV�WR�FRPEDW�GUXJ�WUDIILFNLQJ�

:KLOH�6DXGL�RIILFLDOV�DUH�GHWHUPLQHG�LQ�WKHLU�FRXQWHUQDUFRWLFV�HIIRUWV��GUXJ�WUDIILFNLQJ�DQG�DEXVH�DSSHDU
WR�EH�JURZLQJ�SUREOHPV��DOEHLW�PLQRU�RQHV�E\�FRPSDULVRQ�WR�PDQ\�ZHVWHUQ�QDWLRQV���%HFDXVH�WKH�6DXGL
*RYHUQPHQW�SURYLGHV�QR�VWDWLVWLFV�RQ�GUXJ�FRQVXPSWLRQ��LQWHUGLFWLRQ��DQG�WUDIILFNLQJ��LW�KDV�EHHQ
LPSRVVLEOH�WR�YHULI\�WKLV�DVVHVVPHQW��$QHFGRWDO�HYLGHQFH�VXJJHVWV�WKDW�6DXGL�$UDELD
V�UHODWLYHO\
DIIOXHQW�SRSXODWLRQ��ODUJH�QXPEHUV�RI�XQHPSOR\HG�\RXWK��DQG�WKH�KLJK�SURILW�PDUJLQV�RQ�QDUFRWLFV
VPXJJOHG�WR�6DXGL�$UDELD�PDNH�WKH�FRXQWU\�DQ�DWWUDFWLYH�WDUJHW�IRU�GUXJ�WUDIILFNHUV�DQG�GHDOHUV�

,,��6WDWXV�RI�&RXQWU\

6DXGL�$UDELD�KDV�QR�VLJQLILFDQW�GUXJ�SURGXFWLRQ�DQG��LQ�NHHSLQJ�ZLWK�LWV�FRQVHUYDWLYH�,VODPLF�YDOXHV�



SODFHV�D�KLJK�SULRULW\�RQ�ILJKWLQJ�QDUFRWLFV�DEXVH�DQG�WUDIILFNLQJ��7KH�*RYHUQPHQW�XQGHUWDNHV
ZLGHVSUHDG�FRXQWHUQDUFRWLFV�HGXFDWLRQDO�FDPSDLJQV�LQ�WKH�PHGLD��KHDOWK�LQVWLWXWHV��DQG�VFKRROV��7KH
*RYHUQPHQW�KDV�LPSRVHG�WKH�GHDWK�SHQDOW\�IRU�GUXJ�VPXJJOLQJ�VLQFH�������'XH�WR�WKHVH�IDFWRUV��GUXJ
DEXVH�DQG�WUDIILFNLQJ�GR�QRW�SRVH�PDMRU�VRFLDO�RU�ODZ�HQIRUFHPHQW�SUREOHPV��+RZHYHU��6DXGL�RIILFLDOV
SULYDWHO\�DFNQRZOHGJH�WKDW�LOOHJDO�GUXJ�XVH�LV�RQ�WKH�ULVH�

7KH�6DXGL�*RYHUQPHQW�DLPV�LWV�HIIRUWV�WR�WUHDW�GUXJ�DEXVH�VROHO\�DW�6DXGL�QDWLRQDOV��ZKR�DUH�WUHDWHG�DW
RQH�RI�WKH�QDWLRQ
V�IRXU�GUXJ�WUHDWPHQW�FHQWHUV��7KHUH�DUH�QR�VHSDUDWH�IDFLOLWLHV�IRU�6DXGL�ZRPHQ��DQG
H[SDWULDWH�VXEVWDQFH�DEXVHUV�DUH�MDLOHG�DQG�VXPPDULO\�GHSRUWHG��+HDOWK�RIILFLDOV�FRQILUP�DQHFGRWDO
UHSRUWV�RI�D�JHQHUDO�LQFUHDVH�LQ�VXEVWDQFH�DEXVH ��EXW�QRWH�WKDW�PRVW�DGGLFWLRQV�DUH�QRW�VHYHUH�GXH�WR
WKH�VFDUFLW\�RI�DYDLODEOH�QDUFRWLFV�DQG�WKHLU�GLOXWHG�IRUP��+HURLQ�DQG�KDVKLVK�DUH�WKH�PRVW�KHDYLO\�
FRQVXPHG�VXEVWDQFHV��EXW�6DXGL�RIILFLDOV�UHSRUW�WKDW�FRFDLQH�DQG�DPSKHWDPLQHV�DUH�DOVR�LQ�GHPDQG�
7KH\�VWDWH�WKDW�VRPH�6DXGL�\RXWKV�HQJDJH�LQ�SDLQW�DQG�JOXH�LQKDODWLRQ�

,,,��&RXQWU\�$FWLRQ�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��7KH�0LQLVWU\�RI�,QWHULRU�LV�6DXGL�$UDELD
V�OHDG�DJHQF\�IRU�GUXJ�LQWHUGLFWLRQ��ZLWK
RYHU����RYHUVHDV�RIILFHV�LQ�FRXQWULHV�LGHQWLILHG�DV�UHSUHVHQWLQJ�D�WUDIILFNLQJ�WKUHDW��7KH�6DXGL
*RYHUQPHQW�DOVR�FRQWLQXHV�WR�SOD\�D�OHDGLQJ�UROH�LQ�HIIRUWV�WR�HQKDQFH�LQWHOOLJHQFH�VKDULQJ�DPRQJ�WKH
VL[�QDWLRQV�RI�WKH�*XOI�&RRSHUDWLRQ�&RXQFLO��6DXGL�$UDELD�LV�D�PHPEHU�RI�WKH�81'&3��DQG�LWV�GUXJ
HQIRUFHPHQW�SHUVRQQHO�SDUWLFLSDWH�UHJXODUO\� LQ�LQWHUQDWLRQDO�WUDLQLQJ�SURJUDPV�

$FFRPSOLVKPHQWV�/DZ�(QIRUFHPHQW�(IIRUWV��,OOHJDO�QDUFRWLFV�DUH�QRW�FXOWLYDWHG�RU�SURGXFHG�LQ
6DXGL�$UDELD��'UXJ�VHL]XUHV��DUUHVWV��SURVHFXWLRQV�DQG�FRQVXPSWLRQ�WUHQGV�DUH�QRW�PDWWHUV�RI�SXEOLF
UHFRUG��DOWKRXJK�ORFDO�QHZVSDSHUV�RFFDVLRQDOO\�UHSRUW�GUXJ�VHL]XUHV�E\�6DXGL�RIILFLDOV��6DXGL
LQWHUGLFWLRQ�HIIRUWV�WHQG�WR�IRFXV�PRUH�RQ�LQGLYLGXDO�FDUULHUV�WKDQ�RQ�RSHUDWLRQV�GHVLJQHG�WR�LGHQWLI\
GUXJ�GLVWULEXWRUV�DQG�UHJLRQDO�QHWZRUNV��:LWK�WKH�KHOS�DQG�DGYLFH�RI�8�6��&XVWRPV�DGYLVRUV��6DXGL
&XVWRPV�DJHQWV�HPSOR\�DGYDQFHG�GHWHFWLRQ�WHFKQLTXHV�ZKLFK�KDYH�\LHOGHG�DQ�LQFUHDVH�LQ�GUXJ�VHL]XUHV
�SUHGRPLQDQWO\�KHURLQ��FRFDLQH��DQG�KDVKLVK��DW�VRPH�SRLQWV�RI�HQWU\�

&RUUXSWLRQ��:H�KDYH�QR�HYLGHQFH�RI�LQYROYHPHQW�E\�6DXGL�*RYHUQPHQW�RIILFLDOV�LQ�WKH�SURGXFWLRQ�
SURFHVVLQJ��RU�VKLSPHQW�RI�QDUFRWLF�DQG�SV\FKRWURSLF�GUXJV�DQG�RWKHU�FRQWUROOHG�VXEVWDQFHV�

$JUHHPHQWV�DQG�7UHDWLHV��7KHUH�DUH�QR�H[WUDGLWLRQ�RU�PXWXDO�OHJDO�DVVLVWDQFH�DJUHHPHQWV�LQ�IRUFH
EHWZHHQ�WKH�8�6��DQG�6DXGL�$UDELD��6DXGL�$UDELD�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��,Q
'HFHPEHU�������6DXGL�$UDELD�VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO�2UJDQL]HG�&ULPH�

&XOWLYDWLRQ�3URGXFWLRQ��&XOWLYDWLRQ�DQG�SURGXFWLRQ�RI�QDUFRWLFV�LQ�6DXGL�$UDELD�LV�QHJOLJLEOH�

'UXJ�)ORZ�7UDQVLW��6DXGL�$UDELD�LV�QRW�D�PDMRU�WUDQVVKLSPHQW�SRLQW��'XH�LQ�SDUW�WR�QHZ�GHWHFWLRQ
WHFKQLTXHV�HPSOR\HG�DW�PDMRU�SRLQWV�RI�HQWU\��VHL]XUHV�RI�QDUFRWLFV�FRPLQJ�SULPDULO\�IURP�3DNLVWDQ�
$IJKDQLVWDQ��1LJHULD��DQG�7XUNH\�KDYH�LQFUHDVHG�

'RPHVWLF�3URJUDPV��'HPDQG�5HGXFWLRQ���7KH�6DXGL�*RYHUQPHQW�VSRQVRUV�ZLGHVSUHDG�PHGLD
FDPSDLJQV�DJDLQVW�VXEVWDQFH�DEXVH��DV�ZHOO�DV�GUXJ�HGXFDWLRQ�SURJUDPV�GLUHFWHG�DW�VFKRRO�DJH�FKLOGUHQ�
KHDOWK�FDUH�SURYLGHUV��DQG�PRWKHUV��6DXGL�RIILFLDOV�EHOLHYH�WKDW�SXEOLF�DQG�ZLGHO\�SXEOLFL]HG�H[HFXWLRQV
RI�FRQYLFWHG�WUDIILFNHUV�VHUYH�DV�D�GHWHUUHQW�WR�QDUFRWLFV�WUDIILFNLQJ�DQG�DEXVH��7KH�FRXQWU\
V�LQIOXHQWLDO
UHOLJLRXV�HVWDEOLVKPHQW�DFWLYHO\�SUHDFKHV�DJDLQVW�QDUFRWLFV�XVH�DQG�*RYHUQPHQW�WUHDWPHQW�IDFLOLWLHV
SURYLGH�IUHH�FRXQVHOLQJ�WR�PDOH�6DXGL�DGGLFWV�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

6WUDWHJLHV��7KH�8�6��VHHNV�WR�HQKDQFH�ELODWHUDO�DQG�PXOWLODWHUDO�FRRSHUDWLRQ�ZLWK�WKH�6DXGL
*RYHUQPHQW��7KH�6DXGL�0LQLVWU\�RI�,QWHULRU�LV�UHYLHZLQJ�D�QRQ�ELQGLQJ�0HPRUDQGXP�RI
8QGHUVWDQGLQJ��ZKLFK�WKH�'HSDUWPHQW�RI�6WDWH�SURSRVHG�LQ�0D\�������7KH�028�FDOOV�IRU�LQFUHDVHG
ELODWHUDO�FRRSHUDWLRQ�LQ�LQIRUPDWLRQ�VKDULQJ��OHJDO�DVVLVWDQFH��WUDLQLQJ��DQG�GHPDQG�UHGXFWLRQ�

%LODWHUDO�&RRSHUDWLRQ��6DXGL�RIILFLDOV�DFWLYHO\�VHHN�DQG�SDUWLFLSDWH�LQ�8�6��VSRQVRUHG�WUDLQLQJ
SURJUDPV�DQG�DUH�UHFHSWLYH�WR�HQKDQFHG�RIILFLDO�FRQWDFWV�ZLWK�'($�

7KH�5RDG�$KHDG��7KH�8�6��ZLOO�DUUDQJH�IRU�UHJXODU�YLVLWV�RI�UHJLRQDO�'($�RIILFHUV�WR�6DXGL�$UDELD��,W
ZLOO�DOVR�WU\�WR�ZRUN�ZLWK�6DXGL�RIILFLDOV�WR�SODQ�KRZ�WR�FRRSHUDWH�RQ�WKH�6DXGL�RIIHU�WR�KRVW�D�UHJLRQD O
'($�OHG�QDUFRWLFV�WUDLQLQJ�VHPLQDU�IRU�UHSUHVHQWDWLYHV�RI�$UDE�/HDJXH�PHPEHU�VWDWHV�

Senegal



,��6XPPDU\

7UDIILFNLQJ�RI�DOO�W\SHV�RI�GUXJV��SULPDULO\�KHURLQ��FRFDLQH��DQG�V\QWKHWLFV��H[LVWV�LQ�6HQHJDO�
$GGLWLRQDOO\��WKH�6HQHJDOHVH�DXWKRULWLHV�VWDWH�WKDW�SUHFXUVRU�FKHPLFDOV��ZKLFK�DUH�XVHG�IRU�WKH�IXUWKHU
IDEULFDWLRQ�RI�GUXJV��DUH�EHLQJ�LQWHUFHSWHG��8QGHWHUPLQHG�TXDQWLWLHV�RI�PDULMXDQD�DUH�JURZQ�WKURXJKRXW
6HQHJDO��SULPDULO\�LQ�WKH�VRXWKHUQ�UHJLRQ��&DVDPDQFH���EXW�WKHUH�LV�QR�HYLGHQFH�RI�VKLSPHQW�WR�WKH�8�6�
LQ�VLJQLILFDQW�TXDQWLWLHV��3URIHVVLRQDO�GUXJ�QHWZRUNV��PDQ\�RI�ZKLFK�DUH�RSHUDWHG�E\�IRUHLJQHUV��H�J��
1LJHULDQV���DUH�ZHOO�HVWDEOLVKHG�LQ�WKH�PDULMXDQD�WUDGH��7KH�SRUW�RI�'DNDU�DQG�WKH�LQWHUQDWLRQDO�DLUSRUW
RI�'DNDU�DUH�WKH�WZR�SULQFLSDO�SRLQWV�RI�HQWU\�H[LW�IRU�GUXJV�LQ�6HQHJDO��6HQHJDOHVH�DXWKRULWLHV�VWDWH
WKDW�EHFDXVH�WKHUH�LV�QRW�D�GLUHFW�IOLJKW�FRPLQJ�IURP�6RXWK�$PHULFD��FRFDLQH�L V�WUDQVVKLSSHG�LQWR�&DSH
9HUGH��1LJHULDQV�DUH�WKH�ELJJHVW�IDFWRU�LQ�WKH�GUXJ�WUDGH��WKRXJK�VRPH�6HQHJDOHVH�DQG�*DPELDQV�DUH
DOVR�LQYROYH��6HQHJDO�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��'UXJ�FRQVXPSWLRQ�FDQ�EH�IRXQG�LQ
DOO�DJH�JURXSV�DQG�SURIHVVLRQV�LQ�6HQHJDO��0DULMXDQD�LV�WKH�SULPDU\�GUXJ�RI�FKRLFH��IROORZHG�E\
V\QWKHWLF�GUXJV��7KH�6HQHJDOHVH�VWDWH�WKDW�WKHVH�GUXJV�DUH�DEXVHG�E\�SHUVRQV�SULPDULO\ �LQ�WKH�DJH�JURXS
RI����WR����\HDUV��RI�ZKLFK����SHUFHQW�RI�XVHUV�DUH�PDOH��6L[W\�ILYH�SHUFHQW�RI�WKLV�JURXS�KDV�D�MXQLRU
KLJK�VFKRRO�HGXFDWLRQ��7KH�XVH�RI�VROYHQWV�LV�DOVR�IRXQG�DPRQJ�\RXWK��SULPDULO\�EHWZHHQ�WKH�DJHV�RI
���DQG����\HDUV��7KHVH�DEXVHUV�DUH�SULPDULO\��VWUHHW�NLGV���6RPH�RI�WKH�XSSHU�DQG�PLGGOH�FODVV
VHJPHQWV�RI�VRFLHW\�DOVR�XVH�KHURLQ�DQG�FRFDLQH�

,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

,Q�������6HQHJDO�LQVWLWXWHG�D�QDWLRQDO�SODQ�RI�DFWLRQ�DJDLQVW�GUXJ�DEXVH�DQG�WKH�WUDIILFNLQJ�RI�GUXJV�
EXW�WKH�IXQGV�WR�LPSOHPHQW�WKLV�SODQ�KDYH�QRW�\HW�EHHQ�LGHQWLILHG��6HQHJDO�LV�D�SRRU�FRXQWU\�ZLWK�PDQ\
FRPSHWLQJ�GHPDQGV��6HQHJDO
V�QDWLRQDO�SODQ�LV�PXOWLGLVFLSOLQDU\�DQG�DLPV�WR�

FRQWURO�WKH�FXOWLYDWLRQ��SURGXFWLRQ��DQG�WUDIILF�RI�GUXJV

LQIRUP�WKH�SRSXODWLRQ�RI�WKH�GDQJHUV�RI�GUXJ�XVH

GHYHORS�D�SURJUDP�WR�UHLQWURGXFH�GUXJ�DGGLFWV�WR�VRFLHW\

$OVR��LQ�������DQ�LQWHU�PLQLVWHULDO�FRPPLWWHH�WR�ILJKW�DJDLQVW�GUXJV�ZDV�HVWDEOLVKHG��7KH�SXUSRVH�RI
WKLV�FRPPLWWHH�KDV�EHHQ�WR�HODERUDWH�DQG�FRRUGLQDWH�WKH�QDWLRQDO�SROLWLFDO�ILJKW�DJDLQVW�GUXJV��7KLV�\HDU
WKH�FRPPLWWHH�DSSURYHG�DQG�FDUULHG�RXW�D�GUXJ�FXOWLYDWLRQ�UHGXFWLRQ�SURJUDP��LPSOHPHQWHG�E\�D�QRQ�
JRYHUQPHQWDO�RUJDQL]DWLRQ�LQ�WKH�&DVDPDQFH�UHJLRQ��7KH�ILUVW�SKDVH�RI�WKH�SURJUDP�LQYROYHG�D
FDPSDLJQ�WR�LQIRUP�WKH�SXEOLF�WKDW�PRUH�PRQH\�FRXOG�EH�HDUQHG�IRU�WKH�IDUPHUV�RI�PDULMXDQD�LI�WKH
ODQG�ZDV�XVHG�IRU�RWKHU�SXUSRVHV��7KH�FDPSDLJQ�DOVR�DUJXHG�WKDW�GUXJV�ZHUH�KDUPIXO�WR�WKH
HQYLURQPHQW�DQG�SHUVRQDO�KHDOWK��DQG�WKDW�GUXJV�ZHUH�GHJUDGLQJ�WKH�HFRQRP\��9LOODJH�FRPPLWWHHV
KDYH�EHHQ�HVWDEOLVKHG�WR�SDVV�RQ�WKH�DERYH�LQIRUPDWLRQ�LQ�DQ�DWWHPSW�WR�VHQVLWL]H�SHRSOH�WR�WKH
SUREOHP�RI�GUXJV��7KH�VHFRQG�SKDVH�RI�WKH�SURJUDP�LV�WR�EHJLQ�LQ������ZKHUH�WKH�YLOODJH�FRPPLWWHHV
ZLOO�VXJJHVW�VXEVWLWXWH�FURSV�WR�UHSODFH�WKH�PDULMXDQD�SUHVHQWO\�EHLQJ�FXOWLYDWHG

&DQQDELV�LV�E\�IDU�DQG�DZD\�WKH�ODUJHVW�GUXJ�DPRQJ�VHL]XUHV�E\�6HQHJDOHVH�HQIRUFHPHQW�RIILFHUV�
6HL]XUHV�RI�RWKHU�GUXJV�DUH�VR�VPDOO�UHODWLYH�WR�VXVSHFWHG�WUDIILFNLQJ�LQ�WKHP�DV�WR�VXJJHVW�WKDW
HQIRUFHPHQW�LV�RQO\�JHWWLQJ�D�YHU\�VPDOO�SHUFHQWDJH�RI�WKRVH�GUXJV�WUDQVLWLQJ�6HQHJDO��,Q�������WKH�ODVW
\HDU�IRU�ZKLFK�VWDWLVWLFV�DUH�DYDLODEOH��WKH�DXWKRULWLHV�GHVWUR\HG��������NLORJUDPV�RI�FDQQDELV�DQG
VHL]HG�������NLORJUDPV�DQG�����JUDPV�RI�PDULMXDQD�OHDI��7KH\�DOVR�VHL]HG����JUDPV������GRVHV��RI
KHURLQ�����JUDPV�RI�PDULMXDQD�UHVLQ��DQG�������XQLWV�RI�V\QWKHWLF�GUXJV��7KH\�PDGH�������GUXJ�UHODWHG
DUUHVWV�

6HQHJDO�LV�D�SDUW\�WR�WKH������81�6LQJOH�&RQYHQWLRQ�DQG�LWV������3URWRFRO��WKH������81�&RQYHQWLRQ
RQ�3V\FKRWURSLF�6XEVWDQFHV��DQG�WKH������81�'UXJ�&RQYHQWLRQ��6HQHJDO�VLJQHG�WKH�81�&RQYHQWLRQ
$JDLQVW�7UDQVQDWLRQDO�2UJDQL]HG�&ULPH�DQG�LWV�SURWRFROV�LQ�'HFHPEHU������

South Africa

,��6XPPDU\

6RXWK�$IULFD�LV�FRPPLWWHG�WR�ILJKWLQJ�GRPHVWLF�DQG�LQWHUQDWLRQDO�WUDIILFNLQJ�LQ�LOOLFLW�QDUFRWLF�GUXJV��EXW
UHOLDEOH�HYLGHQFH�VXJJHVWV�WKDW�WKH�FRXQWU\�FRQWLQXHV�WR�EH�DQ�LPSRUWDQW�WUDQVLW�DUHD�IRU�FRFDLQH��IURP
6RXWK�$PHULFD��DQG�KHURLQ��IURP�WKH�)DU�(DVW���SULPDULO\�GHVWLQHG�IRU�GRPHVWLF�6RXWKHUQ�$IULFDQ�RU
(XURSHDQ�PDUNHWV��,Q�DGGLWLRQ�WR�EHLQJ�D�ODUJH�SURGXFHU�RI�FDQQDELV��PRVW�RI�ZKLFK�LV�FRQVXPHG�LQ�WKH
6RXWKHUQ�$IULFDQ�UHJLRQ��6RXWK�$IULFD�PD\�EH�WKH�ZRUOG
V�ODUJHVW�FRQVXPHU�RI�0DQGUD[
�PHWKDTXDORQH����0DQGUD[���D�YDULDQW�RI�PHWKDTXDORQH��LV�WKH�GUXJ�RI�DEXVH�RI�FKRLFH�LQ�6RXWK�$IULFD�
DQG�LWV�VPXJJOLQJ��SULPDULO\�IURP�,QGLD��EXW�DOVR�IURP�&KLQD�DQG�RWKHU�VRXUFHV��LV�WKH�VLQJOH�PRVW



LPSRUWDQW�PRQH\�HDUQHU�IRU�LQGLJHQRXV�6RXWK�$IULFDQ�RUJDQL]HG�FULPH��%\�������D�VWXG\�FRQGXFWHG�E\
WKH�6RXWK�$IULFDQ�3ROLFH�6HUYLFH�IRXQG�����LQGLJHQRXV�RUJDQL]HG�FULPLQDO�JDQJV�DFWLYH�LQ�DOO�RI�6RXWK
$IULFD��1LQHW\�WZR�RI�WKHVH�JDQJV�ZHUH�SULPDULO\�IRFXVHG�RQ�WKH�LQWHUQDWLRQDO�VPXJJOLQJ�RI�QDUFRWLFV�
ZLWK�0DQGUD[�WKH�OHDGLQJ�GUXJ�

6RXWK�$IULFD�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��,Q�������6RXWK�$IULFD�DQG�WKH�8�6��VLJQHG�D
ELODWHUDO�H[WUDGLWLRQ�WUHDW\�DQG�D�PXWXDO�OHJDO�DVVLVWDQFH�WUHDW\��$IWHU�PXFK�SRVW�HQDFWPHQW�WLQNHULQJ�E\
WKH�6RXWK�$IULFDQ�3DUOLDPHQW��WKH�3UHYHQWLRQ�RI�2UJDQL]HG�&ULPH�$FW��SDUWLFXODUO\�WKH�DVVHW�IRUIHLWXUH
VHFWLRQ��VHHPV�WR�KDYH�EHFRPH�D�XVHIXO�WRRO�IRU�ODZ�HQIRUFHPHQW��,Q�6HSWHPEHU�������WKH�FDELQHW
DJUHHG�WR�WKH�WH[W�RI�DQ�HDJHUO\�DQWLFLSDWHG�ELOO�WKDW�ZLOO�OHJDOO\�PDQGDWH�UHSRUWLQJ�DQG�UHFRUG�NHHSLQJ
RQ�FHUWDLQ�ILQDQFLDO�WUDQVDFWLRQV�DQG�WKDW�ZLOO�FUHDWH�D�)LQDQFLDO�,QWHOOLJHQFH�&HQWHU��),&���3UHGLFWLQJ
SDUOLDPHQWDU\�WLPHWDEOHV�IRU�HQDFWPHQW�RI�ELOOV�LV�LQH[DFW�DW�EHVW��EXW�WKHUH�DSSHDUV�WR�EH�VXIILFLHQW
LQWHUHVW�LQ�WKH�),&�OHJLVODWLRQ�WR�DOORZ�SDVVDJH�E\�HDUO\������

,,��6WDWXV�RI�&RXQWU\

6RXWK�$IULFD
V�WUDQVLWLRQ�WR�GHPRFUDF\�DQG�LWV�LQWHJUDWLRQ�LQWR�WKH�ZRUOG�HFRQRP\�KDYH�EHHQ
DFFRPSDQLHG�E\�WKH�LQFUHDVHG�XVH�RI�LWV�WHUULWRU\�IRU�WKH�WUDQVVKLSPHQW�RI�FRQWUDEDQG�RI�DOO�W\SHV�
LQFOXGLQJ�QDUFRWLFV��2XWGDWHG�UHJXODWRU\�DQG�OHJLVODWLYH�LQIUDVWUXFWXUHV�DQG�D�FULPLQDO�MXVWLFH�V\VWHP
WKDW�LV�VWUHWFKHG�MXVW�WR�GHDO�ZLWK�FRPPRQ��VWUHHW�FULPH��PDNH�6RXWK�$IULFD�D�WHPSWLQJ�WDUJHW�IRU
LQWHUQDWLRQDO�RUJDQL]HG�FULPH�JURXSV�RI�DOO�W\SHV��:LWK�DVVLVWDQFH�IURP�WKH�8�6��DQG�RWKHU�GRQRUV�
6RXWK�$IULFD�LV�PDNLQJ�VORZ�SURJUHVV�LQ�FUDIWLQJ�DQ�DSSURSULDWH�UHVSRQVH�WR�WKLV�VLWXDWLRQ�

6RXWK�$IULFD�KDV��IRU�VRPH�WLPH��EHHQ�WKH�RULJLQ��WKH�WUDQVLW�SRLQW�RU�WKH�WHUPLQXV��RI�PDQ\�PDMRU
VPXJJOLQJ�URXWHV��WKLV�ZDV�SDUWLFXODUO\�VR�GXULQJ�WKH�DSDUWKHLG�SHULRG��$GGLWLRQDOO\��6RXWK�$IULFD�KDV
WKH�PRVW�GHYHORSHG�WUDQVSRUWDWLRQ��FRPPXQLFDWLRQV��DQG�EDQNLQJ�LQIUDVWUXFWXUH�LQ�6XE�6DKDUDQ�$IULFD�
7KH�FRXQWU\
V�PRGHUQ�LQWHUQDWLRQDO�WHOHFRPPXQLFDWLRQV�V\VWHPV��SDUWLFXODUO\�ZLUHOHVV�WHOHSKRQHV���LWV
GLUHFW�DLU�OLQNV�ZLWK�6RXWK�$PHULFD�DQG�(XURSH��DQG�LWV�SHUPHDEOH�ODQG�ERUGHUV�SURYLGH�RSSRUWXQLWLHV
IRU�UHJLRQDO�DQG�LQWHUQDWLRQDO�WUDIILFNLQJ�LQ�DOO�IRUPV�RI�FRQWUDEDQG��LQFOXGLQJ�QDUFRWLFV��1DUFRWLFV
WUDIILFNLQJ�LV�YHU\�SURILWDEOH�IRU�RUJDQL]HG�FULPH�V\QGLFDWHV��DQG�WKH\�KDYH�EHFRPH�KHDYLO\�LQYROYHG�LQ
VWHDOLQJ�YHKLFOHV�DQG�WUDGLQJ�WKHP�DFURVV�6RXWK�$IULFD
V�ODQG�ERUGHUV�IRU�QDUFRWLFV�

6RXWK�$IULFD�FRQWLQXHV�WR�UDQN�DPRQJ�WKH�ZRUOG
V�ODUJHVW�SURGXFHUV�RI�FDQQDELV��DOWKRXJK�WKLV
SURGXFWLRQ�GRHV�QRW�KDYH�D�VLJQLILFDQW�HIIHFW�RQ�WKH�8�6��EHFDXVH�WKH�FDQQDELV�SURGXFHG�LQ�6RXWK
$IULFD�LV�HLWKHU�FRQVXPHG�ORFDOO\�RU�H[SRUWHG�WR�FRXQWULHV�RWKHU�WKDQ�WKH�8�6��6PXJJOLQJ�RI�FDQQDELV�WR
(XURSH�FRQWLQXHV�WR�LQFUHDVH��:KLOH�LQ������WKHUH�ZHUH�VHL]XUHV�LQ�WKH�8�6��RI�FDQQDELV�RULJLQDWLQJ�LQ
WKH�6RXWKHUQ�$IULFDQ�UHJLRQ��6ZD]LODQG���QRQH�ZHUH�UHSRUWHG�LQ������

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��&RPEDWLQJ�WKH�XVH�RI�DQG�WKH�WUDIILFNLQJ�LQ�LOOLFLW�QDUFRWLFV�LV�DQ�LPSRUWDQW
FRPSRQHQW�RI�WKH�DQWLFULPH�DJHQGD�RI�WKH�6RXWK�$IULFDQ�*RYHUQPHQW��6$*���$V�D�SUDFWLFDO�PDWWHU�
KRZHYHU��WKH�6$*�WHQGV�WR�WDUJHW�LWV�OLPLWHG�DQWLFULPH�UHVRXUFHV�RQ�VHULRXV��YLROHQW�GRPHVWLF�FULPH�
�1%��6RXWK�$IULFD�KDV�RQH�RI�WKH�ZRUOG
V�KLJKHVW�PXUGHU�DQG�UDSH�UDWHV���6RXWK�$IULFD
V�SRURXV�ERUGHUV
DUH�FURVVHG�GDLO\�E\�FULPLQDOV�WUDIILFNLQJ�LQ�PDQ\�IRUPV�RI�FRQWUDEDQG��LQFOXGLQJ��EXW�FHUWDLQO\�QRW
OLPLWHG�WR��LOOLFLW�QDUFRWLFV��VWROHQ�FDUV��LOOHJDO�ILUHDUPV��GLDPRQGV��DQG�SUHFLRXV�PHWDOV��7KH�FDELQHW
V
LQWHUDJHQF\��-XVWLFH�&OXVWHU��ZRUNV�WR�KHOS�FRRUGLQDWH�WKH�ODZ�HQIRUFHPHQW�DQG�FULPLQDO�MXVWLFH
V\VWHPV
�UHVSRQVH�WR�WKHVH�FKDOOHQJHV��7KH�1DUFRWLFV�%XUHDX��6$1$%��FRQWLQXHV�WR�VXIIHU�IURP�D�ODFN
RI�WUDLQLQJ��UHVRXUFHV��DQG�TXDOLILHG�SHUVRQQHO�

$FFRPSOLVKPHQWV��6RXWK�$IULFD
V������3UHYHQWLRQ�RI�2UJDQL]HG�&ULPH�$FW��ZKLFK�RXWODZHG�FHUWDLQ
FULPLQDO�FRQVSLUDFLHV�DQG�SXW�WHHWK�LQWR�SUHYLRXV�OHJLVODWLRQ�RXWODZLQJ�PRQH\�ODXQGHULQJ��IDUHG�D�ELW
EHWWHU�LQ�WKH�FRXUWV�LQ�������7KH�ODZ�ZDV�XVHG�PRUH�DJDLQVW�QDUFRWLFV�RIIHQVHV��DIWHU�FHUWDLQ�VHFWLRQV
ZHUH�UH�GUDIWHG�E\�3DUOLDPHQW�WR�DGGUHVV�GUDIWLQJ�FRQFHSWXDO�LQDGHTXDFLHV�WKDW�ZHUH�H[SRVHG�LQ�LQLWLDO
FRXUW�FDVHV��,Q�D�UHODWHG�GHYHORSPHQW��WR�LPSURYH�6RXWK�$IULFD
V�HQIRUFHPHQW�HIIRUW�DJDLQVW�PRQH\
ODXQGHULQJ��LQ�6HSWHPEHU�������WKH�FDELQHW�FRPSOHWHG�LWV�GHOLEHUDW LRQV�RQ�WKH�WH[W�RI�DQRWKHU�FULWLFDO
DQWL�PRQH\�ODXQGHULQJ�ELOO�WKDW�ZRXOG�OHJDOO\�PDQGDWH�UHFRUG�NHHSLQJ�DQG�GLVFORVXUH�RI�FHUWDLQ
ILQDQFLDO�WUDQVDFWLRQV��7KH�OHJLVODWLRQ�DOVR�ZRXOG�FUHDWH�D�6RXWK�$IULFDQ�)LQDQFLDO�,QWHOOLJHQFH�&HQWHU
WR�UHFHLYH�ILQDQFLDO�LQIRUPDWLRQ�DQG�VWDWLVWLFV�DQG�DQDO\]H�WKHP�IRU�SRVVLEOH�PRQH\�ODXQGHULQJ�DFWLYLW\�
,W�VKRXOG�EH�QRWHG�WKDW�WKH�),&�ELOO�LV�QRW�WDUJHWHG�VROHO\�DW�GUXJ�WUDIILFNHUV��DV�PRQH\�ODXQGHULQJ�LV
DVVRFLDWHG�LQ�6RXWK�$IULFD�ZLWK�PDQ\�IRUPV�RI�RUJDQL]HG�FULPH��1HYHUWKHOHVV��WKH�),&�ODZ�VKRXOG
SURYLGH�RQH�PRUH�WRRO�IRU�LGHQWLI\LQJ�DQG�EXLOGLQJ�VWURQJ�FDVHV�DJDLQVW�GUXJ�WUDIILFNLQJ�RUJDQL]DWLRQV
DQG�GUXJ�UHODWHG�PRQH\�ODXQGHULQJ�RSHUDWLRQV�

/DZ�(QIRUFHPHQW�(IIRUWV��6$1$%�DQG�6RXWK�$IULFDQ�&XVWRPV�FRQWLQXH�WR�PDNH�VHL]XUHV�RI�FRFDLQH



DUULYLQJ�LQ�6RXWK�$IULFD�DW�LQWHUQDWLRQDO�DLUSRUWV��$�FRFDLQH�VPXJJOLQJ�ULQJ�DPRQJ�WKH�HPSOR\HHV�RI
6RXWK�$IULFD
V�QDWLRQDO�DLUOLQH�ZDV�XQFRYHUHG�LQ�������7KH�DHULDO�ZLQJ�RI�WKH�SROLFH�FDUULHV�RXW�DQ
DLUERUQH�FDQQDELV�HUDGLFDWLRQ�SURJUDP�GRPHVWLFDOO\�DQG�DOVR�RIIHUV�FDQQDELV�HUDGLFDWLRQ�WR�UHJLRQDO
VWDWHV��7KH�HIIHFWLYHQHVV�RI�WKHVH�RSHUDWLRQV�LV�RIWHQ�KDPSHUHG�E\�ODFN�RI�RSHUDWLRQDO�IXQGV��,QFUHDVHG
WUDLQLQJ�RI�SROLFH�DQG�PRUH�XQLWV�WDUJHWHG�RQ�GUXJ�HQIRUFHPHQW�KDYH�OHG�WR�PRUH�VHL]XUHV�RI�GUXJV
GHVWLQHG�IRU�H[SRUW��&ULPH�VWDWLVWLFV�IRU�WKH�ILUVW�ILYH�PRQWKV�RI�������SXEOLVKHG�E\�WKH�6RXWK�$IULFDQ
1DWLRQDO�3ROLFH��LQGLFDWH�DQ�LQFUHDVH�LQ�QDUFRWLFV�FULPH�WR�OHYHOV�QRW�VHHQ�VLQFH�������+RZHYHU��WKH
3ROLFH�FDXWLRQ�WKDW�QDUFRWLFV�FULPH��XQOLNH�FULPHV�DJDLQVW�SHUVRQV�DQG�SURSHUW\��UHTXLUHV�SROLFH�DFW LRQ
IRU�GHWHFWLRQ��7KXV��DSSDUHQWO\�LQFUHDVLQJ�UDWHV�RI�QDUFRWLFV�UHODWHG�FULPH�FRXOG�MXVW�UHIOHFW�HQKDQFHG
HQIRUFHPHQW��DV�RSSRVHG�WR�PRUH�FULPLQDO�DFWLYLW\�

$�GLVFXVVLRQ�RQ�GUXJ�FRQWURO�LQ�6RXWK�$IULFD�LV�LQFRPSOHWH�ZLWKRXW�FRQVLGHUDWLRQ�RI�6RXWK�$IULFD
V�ODZ
HQIRUFHPHQW�LVVXHV��:KLOH�LQGLYLGXDO�HIIRUWV�RQ�WKH�JURXQG�DUH�DSSODXGHG��WKH�LQWHUQDO�SUREOHPV�LQ�ODZ
HQIRUFHPHQW�WKDW�H[LVW�DFURVV�WKH�ERDUG�LPSHGH�ERWK�DQWLFULPH�DQG�FRXQWHUQDUFRWLFV�HIIRUWV��6RXWK
$IULFD
V�FRXQWHUQDUFRWLFV�VLWXDWLRQ�LV�IXUWKHU�FRPSOLFDWHG�E\�LWV�UHOLDQFH�RQ�OHVV�HIIHFWLYH�QHLJKERUV�WR
LQWHUGLFW�FRQWUDEDQG�KHDGHG�LWV�ZD\��=DPELD��0R]DPELTXH��DQG�6ZD]LODQG�SURYLGHG�WKH�PRVW�SRSXODU
WUDQVLW�URXWHV�IRU�WKH�VPXJJOLQJ�RI�0DQGUD[�LQWR�6RXWK�$IULFD��/LQJHULQJ�UDFLVP�DQG�LQDSSURSULDWH�XVH
RI�YLROHQFH��HVSHFLDOO\�E\�ZKLWH�RIILFHUV �DJDLQVW�EODFN�VXVSHFWV��DQG�D�YLHZ�DPRQJ�ZKLWHV�WKDW�EODFN
FULPLQDO�YLROHQFH�DJDLQVW�WKHP�LV�XQGHUSOD\HG�LQ�EODFN�PDMRULW\�6RXWK�$IULFD�DOVR�OLPLWV�SROLFH�FLYLOLDQ
FRRSHUDWLRQ�DJDLQVW�FULPH�

&KDSWHU�)LYH�RI�WKH�3UHYHQWLRQ�$JDLQVW�2UJDQL]HG�&ULPH�$FW�VHWV�RXW�SURFHGXUHV�IRU�WKH�FRQILVFDWLRQ
RI�WKH�SURFHHGV�DQG�LQVWUXPHQWDOLWLHV�RI�DOO�W\SHV�RI�FULPH��7KH�$FW�SURYLGHV�IRU�ERWK�FLYLO�DQG�FULPLQDO
IRUIHLWXUH��&ULPLQDO�IRUIHLWXUH�LV�OLPLWHG�WR�LOOLFLW�SURFHHGV��ZKLOH�FLYLO�IRUIHLWXUH�FDQ�DOVR�EH�XVHG�DJDLQVW
�IDFLOLWDWLQJ��SURSHUW\��$VVHW�IRUIHLWXUH�SURFHHGLQJV�DUH�LQVWLWXWHG��DQG�WKH�PDQDJHPHQW�RI�VHL]HG�DVVHWV
LV�FRRUGLQDWHG�E\�WKH�$VVHW�)RUIHLWXUH�8QLW��7R�GDWH��VHYHUDO�KRXVHV��OX[XU\�YHKLFOHV��DQG�IXUQLWXUH
ZRUWK�PLOOLRQV�RI�5DQG�KDYH�EHHQ�IRUIHLWHG�XQGHU�FLYLO�IRUIHLWXUH�SURFHGXUHV��&ULPLQDO�LQYHVWLJDWLRQV
DUH�RQJRLQJ�DJDLQVW�SHUVRQV�IURP�ZKRP�WKH�DVVHWV�ZHUH�FRQILVFDWHG�

7KH�UHYHQXH�VHUYLFH�KDV�UHRUJDQL]HG�WKH�6RXWK�$IULFDQ�&XVWRPV�6HUYLFH�WR�PDNH�LW�PRUH�HIIHFWLYH�LQ
LQWHUGLFWLQJ�DQG�LQYHVWLJDWLQJ�VPXJJOLQJ�RI�DOO�W\SHV��LQFOXGLQJ�QDUFRWLFV�WUDIILFNLQJ��6RXWK�$IULFDQ
&XVWRPV�FRQWLQXHV�WR�EH�DFWLYH�LQ�LQYHVWLJDWLQJ�WKH�XVH�RI�WKH�PDLOV�IRU�LQWHUQDWLRQDO�FULPLQDO
DFWLYLWLHV��5HFHQWO\��FXVWRPV�RIILFLDOV�DW�3RUW�(OL]DEHWK��D�ORFDOH�ZKHUH�6RXWK�$IULFDQ�&XVWRPV�RIILFLDOV
ZKR�KDG�UHFHLYHG�8�6��FRQWUDEDQG�HQIRUFHPHQW�WUDLQLQJ�DUH�SRVWHG��VSRWWHG�D�VXVSLFLRXV�FRQWDLQHU��$
VSHFLDO�LQYHVWLJDWLYH�XQLW�ZDV�DOHUWHG�DQG�D�ODUJH�VKLSPHQW�RI�0DQGUD[�ZDV�GLVFRYHUHG�ZKHQ�WKH
FRQWDLQHU�ZDV�RSHQHG�DW�WKH�-RKDQQHVEXUJ�FXVWRPV�GHSRW�

&RUUXSWLRQ��2IILFLDOV�DFFXVHG�RI�FRUUXSWLRQ�FDQ�EH�SURVHFXWHG�XQGHU�WKH������&RUUXSWLRQ�$FW�
$FFXVDWLRQV�RI�ZLGHVSUHDG�SROLFH�FRUUXSWLRQ�DUH�IUHTXHQW��EXW�WKH�H[SHULHQFH�RI�HQIRUFHPHQW�RIILFHUV
ZRUNLQJ�IURP�WKH�8�6��(PEDVV\�LQ�6RXWK�$IULFD�LV�WKDW�PDQ\�RI�WKH�IDLOXUHV�DQG�ODSVHV�E\�WKH�SROLFH
FDQ�EH�DWWULEXWHG�DV�PXFK�WR�D�ODFN�RI�WUDLQLQJ�DQG�UHVRXUFHV�DV�WR�FRUUXSWLRQ��&UHGLEOH�HYLGHQFH�RI
QDUFRWLFV�UHODWHG�FRUUXSWLRQ�DPRQJ�VHQLRU�6RXWK�$IULFDQ�ODZ�HQIRUFHPHQW�RIILFLDOV�KDV�QRW�EHHQ
EURXJKW�WR�OLJKW��1HYHUWKHOHVV��VRPH�ORZ�OHYHO�FRUUXSWLRQ³DQG�PXFK�PDO�PLVIHDVDQFH³DPRQJ
ERUGHU�FRQWURO�RIILFLDOV�GRHV�DSSHDU�WR�FRQWULEXWH�WR�WKH�SHUPHDELOLW\�RI�6RXWK�$IULFD
V�ERUGHUV�

$JUHHPHQWV�DQG�7UHDWLHV��6RXWK�$IULFD�LV�D�VLJQDWRU\�WR�WKH������6RXWKHUQ�$IULFDQ�'HYHORSPHQW
&RPPXQLW\��6$'&���3URWRFRO�RQ�&RPEDWLQJ�,OOLFLW�'UXJ�7UDIILFNLQJ���6RXWK�$IULFD�LV�DOVR�D�SDUW\�WR
WKH������81�'UXJ�&RQYHQWLRQ�

,Q�6HSWHPEHU�������WKH�8�6��DQG�6RXWK�$IULFD�VLJQHG�D�ELODWHUDO�PXWXDO�OHJDO�DVVLVWDQFH�WUHDW\�DQG�D
QHZ�H[WUDGLWLRQ�WUHDW\�WR�UHSODFH�WKH�H[LVWLQJ������H[WUDGLWLRQ�WUHDW\��,QVWUXPHQWV�RI�UDWLILFDWLRQ�DUH
H[SHFWHG�WR�EH�H[FKDQJHG�LQ�������,Q�$XJXVW�������WKH�8�6��DQG�6RXWK�$IULFD�DOVR�VLJQHG�D�FXVWRPV
PXWXDO�DVVLVWDQFH�DJUHHPHQW�DQG�D�/HWWHU�RI�$JUHHPHQW�RQ�$QWLFULPH�DQG�&RXQWHUQDUFRWLFV
$VVLVWDQFH��7KH�/HWWHU�RI�$JUHHPHQW�SURYLGHV�IRU�8�6��WUDLQLQJ�DQG�FRPPRGLW\�DVVLVWDQFH�WR�VHYHUDO
6RXWK�$IULFDQ�ODZ�HQIRUFHPHQW�DJHQFLHV��,Q�'HFHPEHU�������6RXWK�$IULFD�VLJQHG�WKH�81�&RQYHQWLRQ
$JDLQVW�7UDQVQDWLRQDO�2UJDQL]HG�&ULPH�DQG�LWV�SURWRFROV�

&XOWLYDWLRQ�3URGXFWLRQ��&DQQDELV�RU��GDJJD��JURZV�ZLOG�LQ�VRXWKHUQ�$IULFD�DQG�LV�D�WUDGLWLRQDO�FURS
JURZQ�LQ�PDQ\�UXUDO�DUHDV�RI�6RXWK�$IULFD��SDUWLFXODUO\�WKH�(DVWHUQ�&DSH�DQG�.ZD�=XOX�1DWDO
SURYLQFHV��,W�DOVR�JURZV�ZLOG�DQG�LV�FXOWLYDWHG�LQ�QHLJKERULQJ�6ZD]LODQG��,W�LV�SRVVLEOH�WR�KDYH�WKUHH
FDQQDELV�FURSV�D�\HDU�LQ�VRPH�DUHDV�RI�6RXWKHUQ�$IULFD��0RVW�RI�6RXWK�$IULFDQ�SURGXFHG�FDQQDELV�LV
FRQVXPHG�GRPHVWLFDOO\�LQ�6RXWK�$IULFD�RU�LQ�WKH�6RXWKHUQ�$IULFDQ�UHJLRQ��+RZHYHU��LQFUHDVLQJ
DPRXQWV�DUH�EHLQJ�VHL]HG�LQ�&RQWLQHQWDO�(XURSH�DQG�WKH�8.��,Q�������D����NLORJUDP�VKLSPHQW�RI
6ZD]L�FDQQDELV�ZDV�VHL]HG�E\�WKH�8�6��'($�LQ�WKH�8QLWHG�6WDWHV��EXW�WKH�86*�LV�XQDZDUH�RI�6RXWKHUQ
$IULFDQ�FDQQDELV�UHDFKLQJ�WKH�8�6��LQ�������0DQGUD[�LV�DOVR�SURGXFHG�LQ�6RXWK�$IULFD�IRU�GRPHVWLF



FRQVXPSWLRQ�

'UXJ�)ORZ�7UDQVLW��&RFDLQH��LQ�VLJQLILFDQW�DPRXQWV��UHDFKHV�6RXWK�$IULFD�IURP�6RXWK�$PHULFD�
3UHYLRXVO\��%UD]LO�ZDV�WKH�PRVW�SRSXODU�GHSDUWXUH�FRXQWU\��0LDPL�PD\�KDYH�UHSODFHG�5LR�GH�-DQHLUR�LQ
�����DV�WKH�WUDQVIHU�SRLQW�RI�FKRLFH�IRU�WUDIILFNHUV�VHQGLQJ�FRFDLQH�WR�6RXWK�$IULFD�IURP�6RXWK
$PHULFD��7KH�EXON�RI�WKH�FRFDLQH�HQWHULQJ�6RXWK�$IULFD�SUREDEO\�LV�GHVWLQHG�IRU�UH�H[SRUW�WR�(XURSH�
1HYHUWKHOHVV��6RXWK�$IULFDQ�FRQVXPSWLRQ�RI�FRFDLQH��ERWK�SRZGHU�DQG��FUDFN���FU\VWDOOLQH��DSSDUHQWO\
LV�LQFUHDVLQJ��0LQGIXO�RI�WKH�8�6��VWUXJJOH�ZLWK�LWV�FUDFN�HSLGHPLF�RI�WKH�PLG�WR�ODWH�����
V��6RXWK
$IULFDQ�DXWKRULWLHV�DUH�FRQFHUQHG�D�VLPLODU�FULVLV�PD\�RFFXU�LQ�6RXWK�$IULFD��0DQ\�LOOHJDO�1LJHULDQ
UHVLGHQWV�LQ�6RXWK�$IULFD�DUH�LQYROYHG�LQ�RUJDQL]HG�FULPLQDO�HOHPHQWV��VSHFLDOL]LQJ�LQ�WKH�VPXJJOLQJ�RI
FUDFN�FRFDLQH�WR�6RXWK�$IULFD��1LJHULDQ�JDQJV�KDYH�DOVR�EHHQ�IRXQG�XVLQJ�6RXWK�$IULFD�DV�D�EDVH�RI
RSHUDWLRQV�IRU�ZRUOGZLGH�GUXJ�VPXJJOLQJ�DQG�VR�FDOOHG������)UDXG��������)UDXG�LV�DQ�LQWHUQDWLRQDO
FRQILGHQFH�UDFNHW��LQ�ZKLFK�SULPDULO\�1LJHULDQ�FULPLQDOV�VHHN�DFFHVV�WR�IRUHLJQ�EDQN�DFFRXQWV�IRU�LOOLFLW
WUDQVDFWLRQV��ZKLFK�HQG�XS�YLFWLPL]LQJ�WKHLU�IRUHLJQ�WDUJHWV���$FFRUGLQJ�WR�6RXWK�$IULFD
V�,QVWLWXWH�IRU
6HFXULW\�6WXGLHV��RI�VRPH���������HVWLPDWHG�1LJHULDQ�UHVLGHQWV�RI�6RXWK�$IULFD��RQO\�����DUH�OHJDOO\
SHUPLWWHG�UHVLGHQWV��$EXVH�RI�FUDFN�LV�JURZLQJ�IDVWHU�WKDQ�DEXVH�RI�DQ\�RWKHU�GUXJ�LQ�6RXWK�$IULFD�
VHL]XUHV�KDYH�JURZQ�IURP����NLORJUDPV�LQ������WR�����NLORJUDPV�LQ�������,Q�WKH�ILUVW�VL[�PRQWKV�RI
������WKH�6RXWK�$IULFDQ�1DUFRWLFV�%XUHDX�VHL]HG�DS[������NLORJUDPV��RI�FRFDLQH��7KLV�LQFUHDVH�LQ�FUDFN
VHL]XUHV�RFFXUUHG�HYHQ�WKRXJK�LWV�VWUHHW�SULFH�SXWV�LW�RXW�RI�UHDFK�IRU�PXFK�RI�WKH�SRSXODWLRQ�

+HURLQ�LV�VPXJJOHG�LQWR�6RXWK�$IULFD�IURP�6RXWKZHVW�DQG�6RXWKHDVW�$VLD��PXFK�RI�LW�LV�GHVWLQHG�IRU
RQZDUG�VKLSPHQW�WR�(XURSH�DQG��SRVVLEO\��VRPH�VPDOO�DPRXQW�WR�WKH�8�6��+HURLQ�FRQVXPSWLRQ�DPRQJ
6RXWK�$IULFDQ�\RXWK�DQG�VRPH�\RXQJ�SHRSOH�LQ�RWKHU�FRXQWULHV�KDV�DOVR�LQFUHDVHG��SDUWLFXODUO\�ZLWK�WKH
DGYHQW�RI�VPRNDEOH�KHURLQ��$FFRUGLQJ�WR�8�6��'($�DQG�ORFDO�1*2V�PRQLWRULQJ�HSLGHPLRORJLFDO�GDWD
LQ�6RXWK�$IULFD��6RXWK�$IULFD�KDV�H[SHULHQFHG�D����SHUFHQW�LQFUHDVH�LQ�LQWUDYHQRXV�KHURLQ�XVHUV�RYHU
WKH�ODVW�WKUHH�\HDUV��UDLVLQJ�IXUWKHU�FRQFHUQV�DERXW�WKH�LQFUHDVHG�VSUHDG�RI�+,9�$,'6��0DQGUD[�
LPSRUWHG�IURP�,QGLD�RU�ORFDOO\�SURGXFHG�LQ�6RXWK�$IULFD��LV�D�SRSXODU�LOOLFLW�GUXJ�DPRQJ�VHJPHQWV�RI
WKH�6RXWK�$IULFDQ�SRSXODFH��7KH�DPRXQW�RI�GUXJV�WUDQVLWLQJ�6RXWK�$IULFD�WR�WKH�8�6��LV�SUREDEO\
PLQLPDO�

'RPHVWLF�3URJUDPV��6RXWK�$IULFD�KDV�KDG�D�ORQJ�KLVWRU\�RI�0DQGUD[�DQG�GDJJD��FDQQDELV��DEXVH�
GUXJ�FRXQVHORUV�KDYH�QRWHG�LQFUHDVHV�LQ�WKH�QXPEHU�RI�SDWLHQWV�VHHNLQJ�WUHDWPHQW�IRU�FUDFN�DGGLFWLRQ
LQ�WKH�SDVW�WZR�WR�ILYH�\HDUV��*HQHUDO�EXGJHWDU\�FRQVWUDLQWV�KDYH�PHDQW�WKDW�6$*�VXEVLGLHV�IRU�QRQ�
JRYHUQPHQW�GUXJ�UHKDELOLWDWLRQ�DJHQFLHV�KDYH�EHHQ�FXW�WKH�ODVW�WZR�WR�WKUHH�\HDUV��7KHUH�DUH�PDQ\
SHRSOH�VHHNLQJ�WUHDWPHQW�ZKR�DUH�XQDEOH�WR�UHJLVWHU�ZLWK�DQ\�SURJUDP��DQG�IRU�WKRVH�ZKR�PDQDJH�WR
HQWHU�D�UHKDELOLWDWLRQ�SURJUDP��DYDLODEOH�VHUYLFHV�DUH�FRQVWUDLQHG�E\�ODFN�RI�UHVRXUFHV�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV�

3ROLF\�,QLWLDWLYHV��&ULPH�LV�DQ�LPSRUWDQW�LVVXH�LQ�6RXWK�$IULFD��:KLOH�PXFK�FULPLQDO�DFWLYLW\�LV
UHVWULFWHG�LQ�LWV�LPSDFW�WR�6RXWK�$IULFD��DQ�LPSRUWDQW�VKDUH�RI�DOO�FULPH�KDV�DQ�LPSDFW�RQ�WKH�UHJLRQ�
DQG�RQ�WKH�UHVW�RI�WKH�ZRUOG��8�6��ODZ�HQIRUFHPHQW�RIILFHUV�IURP�WKH�'($��)%,��8�6��&XVWRPV��DQG
6HFUHW�6HUYLFH�FRRSHUDWH�VXFFHVVIXOO\�ZLWK�WKHLU�6RXWK�$IULFDQ�FRXQWHUSDUWV��7KH�8�6��DOVR�XUJHV�6$*
WR�SURSRVH�OHJLVODWLRQ�WKDW�ZLOO�VWUHQJWKHQ�6RXWK�$IULFD
V�OHJDO�V\VWHP�DQG�SURYLGH�D�OHJDO�IUDPHZRUN
IRU�SURVHFXWLQJ�PRUH�VRSKLVWLFDWHG�RUJDQL]HG�FULPLQDO�DFWLYLWLHV��LQFOXGLQJ�GUXJ�WUDIILFNLQJ��,Q�VXSSRUW
RI�WKHVH�REMHFWLYHV��WKH�8�6��KHOSHG�WUDLQ�D�QHZ��HOLWH�6RXWK�$IULFDQ�HQIRUFHPHQW�IRUFH�FDOOHG�WKH
�6FRUSLRQV���7KLV�XQLW�WDUJHWV�RUJDQL]HG�FULPH�DQG�KLJK�SURILOH�FULPH�RI�DOO�VRUWV�

%LODWHUDO�&RRSHUDWLRQ��,Q�-XO\�������WKH�8�6��6RXWK�$IULFD�%L�1DWLRQDO�&RPPLVVLRQ��%1&��-XVWLFH
DQG�$QWLFULPH�&RRSHUDWLRQ�&RPPLWWHH��-$&&��KHOG�LWV�VHFRQG�PHHWLQJ��,Q�WKH�ODVW�WZR�\HDUV�WKH�-$&&
KDV�EHFRPH�DQ�LPSRUWDQW�IRFXV�RI�8�6��6RXWK�$IULFDQ�DQWLFULPH�DQG�FRXQWHUQDUFRWLFV�FRRSHUDWLRQ
HIIRUWV��7KHUH�KDV�EHHQ�H[FHOOHQW�FRRSHUDWLRQ�EHWZHHQ�6$1$%�DQG�WKH�'($��/LNHZLVH��WKH
UHODWLRQVKLS�EHWZHHQ�8�6��&XVWRPV�DQG�LWV�6RXWK�$IULFDQ�FRXQWHUSDUW�KDV�EHHQ�TXLWH�SURGXFWLYH�
&XVWRPV�RIILFLDOV�ZHUH�UHFHQWO\�LQ�6RXWK�$IULFD�DQG�VHYHUDO�QHDU�E\�FRXQWULHV�WR�DVVHVV�FRQGLWLRQV�DW
ODQG�ERUGHU�FURVVLQJV�DQG�WR�PDNH�UHFRPPHQGDWLRQV�IRU�LPSURYHPHQWV��7KH�8�6�
�ORQJ�WHUP�DQWLFULPH
DQG�FRXQWHUQDUFRWLFV�VWUDWHJ\�LQFOXGHV�D�SURJUDP�RI�FRQWLQXHG�DVVLVWDQFH�WR�DQG�FRRSHUDWLRQ�ZLWK
6RXWK�$IULFDQ�ODZ�HQIRUFHPHQW�DQG�FULPLQDO�MXVWLFH�DXWKRULWLHV�

7KH�5RDG�$KHDG��7KH�FRPPLWPHQW�WR�FUHDWH�DQ�HIIHFWLYH�OHJDO�DQG�UHJXODWRU\�LQIUDVWUXFWXUH�WR
FRPEDW�GUXJ�WUDIILFNLQJ��DQG�DOO�RWKHU�IRUPV�RI�RUJDQL]HG�FULPH��H[LVW�ERWK�LQ�6$*�DQG�LQ�WKH�6$*
SDUOLDPHQW��KRZHYHU��WKH�SURFHVV�RI�LPSOHPHQWLQJ�FKDQJH�LV�OLNHO\�WR�EH�VORZ�DQG�XQHYHQ�IRU�D�ZKLOH�

Swaziland
I. Summary



,QWHUQDWLRQDO�WUDIILFNLQJ�FRQWLQXHV�WR�JURZ�LQ�6ZD]LODQG��/RFDO�SURGXFWLRQ�FRQVLVWV�RI�D�ODUJH�PDULMXDQD�FDVK�FURS��VRPH�RI�ZKLFK�LV

FRQVXPHG�ORFDOO\�DQG�VRPH�RI�ZKLFK�LV�H[SRUWHG��SULPDULO\�WR�6RXWK�$IULFD�EXW�DOVR�WR�(XURSH�DQG��WR�D�OHVVHU�H[WHQW��WKH�8�6��7UDIILFNLQJ

KDV�EHFRPH�WKH�PDMRU�WKUHDW�DV�PXOWLSOH�IDFWRUV�PDNH�6ZD]LODQG�DWWUDFWLYH�DV�D�UHJLRQDO�EDVH�RU�WUDQVVKLSPHQW�SRLQW�IRU�LQWHUQDWLRQDO

WUDIILFNLQJ�RUJDQL]DWLRQV��,WV�SUR[LPLW\�WR�6RXWK�$IULFD��WKH�UHJLRQ
V�ULFKHVW�PDUNHW�IRU�LOOLFLW�QDUFRWLFV���D�ODFN�RI�HIIHFWLYH�DQWLGUXJ�OHJLVODWLRQ�

OLPLWHG�HQIRUFHPHQW�UHVRXUFHV��D�UHODWLYHO\�RSHQ�VRFLHW\��DQG�D�GHYHORSHG�HFRQRPLF�LQIUDVWUXFWXUH�DOO�FRQWULEXWH�WR�6ZD]LODQG�EHLQJ�D�KXE�

7KH����SHUVRQ�DQWLQDUFRWLFV�XQLW�ZLWKLQ�WKH�5R\DO�6ZD]LODQG�3ROLFH�KDV�EHQHILWHG�IURP�WUDLQLQJ�RSSRUWXQLWLHV�DQG�KDV�SURYHG�LQFUHDVLQJO\

VXFFHVVIXO�DW�LQWHUGLFWLQJ�VKLSPHQWV��7KH�XQLW
V�HIIHFWLYHQHVV��KRZHYHU��LV�OLPLWHG�E\�D�ODFN�RI�NH\�UHVRXUFHV�DQG�OHJLVODWLRQ�WR�FRQYLFW�WKRVH

DUUHVWHG��DV�ZHOO�DV�UXPRUHG�FRUUXSWLRQ�DPRQJ�UHODWHG�HQWLWLHV��6ZD]LODQG
V�VWUHQJWK�LV�LWV�KLJK�OHYHO�RI�DZDUHQHVV�RI�WKH�SRWHQWLDO�SUREOHP�

ZKLFK�KDV�OHG�WR�UHJLRQDO�FRRSHUDWLRQ��7KLV�FROODERUDWLRQ�LQFOXGHV�WKH�DUUHVW�RI�D�UHSXWHG�GUXJ�NLQJSLQ��0DVKHVKD�'ODPLQL��ZKR�LV�SUHVHQWO\

DZDLWLQJ�WULDO��DQG�WKH�VSUD\LQJ�RI�LOOLFLW�PDULMXDQD�FXOWLYDWLRQ��DV�D�UHVXOW�RI�6RXWK�$IULFDQ�DQG�86*�DVVLVWDQFH��7KH�86*�DVVLVWHG�LQ�WKH

DHULDO�HUDGLFDWLRQ�HIIRUW�E\�SURYLGLQJ�6RXWK�$IULFD�ZLWK�DFFHVV�WR�D�VSUD\HU��7KH�KHUELFLGH�WKH�6RXWK�$IULFDQ�JRYHUQPHQW�XVHG�WR�FRQGXFW�WKH

DHULDO�HUDGLFDWLRQ�KDV�QRW�EHHQ�VKRZQ�WR�KDUP�WKH�HQYLURQPHQW��,Q�RWKHU�GHYHORSPHQWV��WKH�5R\DO�6ZD]LODQG�3ROLFH�EHJDQ�WR�UXQ�DQWLGUXJ

VHPLQDUV�LQ�KLJK�VFKRROV�WKURXJKRXW�WKH�FRXQWU\��6ZD]LODQG�LV�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�

,,��6WDWXV�RI�&RXQWU\

/RFDO�RIILFLDO�FRQFHUQ�LV�JURZLQJ��DV�DQHFGRWDO�HYLGHQFH�DQG�QHZVSDSHU�DFFRXQWV�SRLQW�WRZDUG�UDSLGO\
LQFUHDVLQJ�QDUFRWLFV�WUDIILFNLQJ�LQ�6ZD]LODQG��6RXWK�$IULFDQ�1DUFRWLFV�%XUHDX��6$1$%��SHUVRQQHO
EHOLHYH�WKDW�EXON�VKLSPHQWV�RI�QDUFRWLFV�DUH�EHLQJ�VHQW�WR�6ZD]LODQG��ZKHUH�WKH�QDUFRWLFV�DUH�FXW�IRU
RQZDUG�VKLSPHQW�WR�6RXWK�$IULFD��(XURSH��DQG�WR�D�OHVVHU�H[WHQW��WKH�8�6��7KHUH�LV�DOVR�UHSRUWHG�XVH�RI
KDUGHU�GUXJV��LQFOXGLQJ�FUDFN�FRFDLQH��1LJHULDQ�WUDIILFNHUV�VPXJJOH�FRFDLQH�WKURXJK�6ZD]LODQG�HQ�URXWH
WR�6RXWK�$IULFD�

/RFDO�QDUFRWLF�GUXJ�FXOWLYDWLRQ�LV�VWLOO�ODUJHO\�OLPLWHG�WR�PDULMXDQD��ZLWK�WKH�FURS�FRQVLGHUHG�E\�SROLFH
WR�EH��H[WHQVLYH���,Q�DGGLWLRQ�WR�EHLQJ�FRQVXPHG�ORFDOO\��PDULMXDQD�LV�VKLSSHG�WR�6RXWK�$IULFD�ZLWK
VRPH�RQZDUG�VKLSPHQW��PRVWO\�WR�(XURSH�EXW�DOVR�WR�D�OHVVHU�H[WHQW�WKH�8QLWHG�6WDWHV��7KHUH�LV�QR
HYLGHQFH�WKDW�6ZD]L�PDULMXDQD�UHDFKHV�WKH�8�6��LQ�TXDQWLWLHV�VXIILFLHQW�WR�KDYH�D�VLJQLILFDQW�LPSDFW�RQ
WKH�8�6��/RFDO�FRQVXPSWLRQ�FRQVLVWV�RI�WKH�ORFDO�PDULMXDQD�FURS��SOXV�VPDOO�DPRXQWV�RI�0DQGUD[�
FRFDLQH��DQG�KHURLQ��7KH�ODUJHVW�PHWURSROLWDQ�FLW\��0DQ]LQL��LV�WKH�FHQWHU�RI�LOOHJDO�GUXJ�DFWLYLW\�LQ
6ZD]LODQG�

6ZD]LODQG
V�QDUFRWLFV�ODZ�GDWHV�IURP�WKH�����V��,W�GRHV�QRW�DGGUHVV�FRQVSLUDF\��DVVHW�VHL]XUH��RU�PRQH\
ODXQGHULQJ��KRZHYHU�WKHVH�DUHDV�DUH�H[SHFWHG�WR�EH�DGGUHVVHG�ZKHQ�WKH�6ZD]L�3DUOLDPHQW�PHHWV�LQ�WKH
ILUVW�TXDUWHU�RI�������$W�WKDW�WLPH��WKH�6ZD]L�3DUOLDPHQW�ZLOO�UHYLHZ�DQG�YRWH�WR�SDVV �WKH�QHZ�0RQH\
/DXQGHULQJ�%LOO�DQG�QHZ�DQWLQDUFRWLFV�OHJLVODWLRQ��$QWLQDUFRWLFV�OHJLVODWLRQ�LV�VWLOO�LQ�D�GUDIW�IRUP�DQG�D
8�6��'HSDUWPHQW�RI�-XVWLFH�FRQVXOWDQW�ZLOO�SURYLGH�DGGLWLRQDO�DVVLVWDQFH�ZLWK�GUDIWLQJ�RI�WKH�ODZ�EHIRUH
LW�JRHV�WR�3DUOLDPHQW��6ZD]LODQG�KDV�DQ�H[WUDGLWLRQ�WUHDW\�ZLWK�6RXWK�$IULFD��DV�ZHOO�DV�D�SURWRFRO�DQG
PXWXDO�XQGHUVWDQGLQJ�RQ�QDUFRWLFV�ZLWK�&RPPRQZHDOWK�&RXQWULHV��6ZD]LODQG�VLJQHG�WKH�81
&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO�2UJDQL]HG�&ULPH�LQ�'HFHPEHU������

7KH�SROLFH�KDYH�D����SHUVRQ�QDUFRWLFV�XQLW��,W�ODFNV�YHKLFOHV��GHWHFWLRQ�HTXLSPHQW��QDUFRWLFV�GRJV��DQG
RIILFH�DXWRPDWLRQ�HTXLSPHQW��ZKLFK�VLJQLILFDQWO\�KLQGHU�LWV�HIIHFWLYHQHVV��7KH�XQLW
V�OHYHO�RI�WUDLQLQJ�
ZKLOH�LQFUHDVLQJ��UHPDLQV�OLPLWHG��$GGLWLRQDOO\��LW�LV�VRPHWLPHV�FDOOHG�XSRQ�WR�SHUIRUP�URXWLQH��QRQ�
QDUFRWLFV�UH ODWHG�SROLFH�ZRUN��ZKLFK�GHWUDFWV�IURP�LWV�IRFXV�

7KHUH�DUH�UXPRUV�RI�FRUUXSWLRQ�DPRQJVW�SROLFH��FXVWRPV�DQG�RWKHU�JRYHUQPHQW�RIILFLDOV��,Q�������D
VHQLRU�SROLFH�RIILFHU�ZDV�DUUHVWHG��FKDUJHG�DQG�FRQYLFWHG��DQG�VHQWHQFHG�WR�D�SULVRQ�WHUP�RI�VHYHQ
\HDUV�ZLWKRXW�WKH�RSWLRQ�RI�D�ILQH��$OWKRXJK�FRUUXSWLRQ�KDV�EHHQ�FKDUDFWHUL]HG�DV��PLOG��E\�H[SDWULDWH
SROLFH�RIILFLDOV��LW�LV�WKRXJKW�WR�DIIHFW�LQWHUGLFWLRQ��DUUHVWV�DQG�FRQYLFWLRQV�

6ZD]LODQG�LV�QRW�FRQVLGHUHG�D�UHJLRQDO�ILQDQFLDO�FHQWHU��KRZHYHU�LW�LV�D�VKRUW�GLVWDQFH�IURP�PDMRU�6RXWK
$IULFDQ�FLWLHV��DQG�LV�D�GLIIHUHQW�MXULVGLFWLRQ��VR�WKHUH�LV�WKH�SRWHQWLDO�IRU�PRQH\�ODXQGHULQJ�

,,,��&RXQWU\�$FWLRQ�$JDLQVW�'UXJV

6ZD]LODQG�LV�D�SDUW\�WR�WKH�6$'&�SURWRFRO�RQ�FRPEDWLQJ�LOOLFLW�GUXJ�WUDIILFNLQJ��6ZD]LODQG�KDV�HQWHUHG
LQWR�DJUHHPHQWV�RQ�QDUFRWLFV�FRQWURO�ZLWK�0R]DPELTXH��DQG�ZLWK�6RXWK�$IULFD�DQG�WKH�81'&3�RQ�D
FRPPRQ�SURMHFW���&DSDFLW\�EXLOGLQJ�DJDLQVW�GUXJ�WUDIILFNLQJ�DQG�RUJDQL]HG�FULPH�LQ�6RXWKHUQ�$IULFD��
,Q�������WKH�5R\DO�6ZD]LODQG�3ROLFH��LQ�FRQMXQFWLRQ�ZLWK�KLJK�VFKRRO�WHDFKHUV��LQWURGXFHG�D�VFKRRO
SURJUDP�FDOOHG��<RXWK�3URJUDPV�DJDLQVW�'UXJV���$W�OHDVW���VHPLQDUV�LQ�VFKRROV�ZHUH�FRQGXFWHG�GXULQJ
WKH�\HDU�

$V�LQGLFDWHG�DERYH��D�VHQLRU�SROLFH�RIILFHU�LQYROYHG�LQ�WKH�VDOH�RI�PDULMXDQD�ZDV�DUUHVWHG��FKDUJHG�
FRQYLFWHG�DQG�VHQWHQFHG�WR�D�VHYHQ�\HDU�SULVRQ�WHUP��$OVR�RQH�RI�WKH�PRVW�IHDUHG�GUXJ�WUDIILFNHUV�
0DVKHVKD�'ODPLQL��LV�FXUUHQWO\�LQ�FXVWRG\�DIWHU�KH�ZDV�IRXQG�LQ�SRVVHVVLRQ�ZLWK������NLORJUDPV�RI



PDULMXDQD�

,Q�������WKH�5R\DO�6ZD]LODQG�3ROLFH�FRQGXFWHG�DERXW����KDQG�VSUD\LQJ�VHVVLRQV�WR�GHVWUR\�DERXW����
KHFWDUHV�RI�PDULMXDQD��7KH�'UXJ�8QLW��XVLQJ�VQLIILQJ�GRJV�IURP�6RXWK�$IULFD��ZDV�DEOH�WR�FRQILVFDWH�D
ODUJH�TXDQWLW\�RI�FDQQDELV�KLGGHQ�LQ�WUXFNV�DQG�UHDG\�WR�EH�H[SRUWHG�RYHUVHDV��5HJLRQDO�FRRSHUDWLRQ
FRQWLQXHV�ZLWK�6RXWK�$IULFDQ�DQWLGUXJ�RIILFLDOV��LQFOXGLQJ�WKH�VKDULQJ�RI�LQIRUPDWLRQ��6ZD]L ODQG�KDV
VWUHQJWKHQHG�WKLV�FRRSHUDWLRQ�WKURXJK�LWV�WHQXUH�DV�FKDLU�RI�WKH�6RXWKHUQ�$IULFDQ�5HJLRQDO�3ROLFH
&KLHIV�&RRSHUDWLRQ�2UJDQL]DWLRQ��6$53&2���6ZD]LODQG�RIILFLDOV�ZHOFRPH�UHJLRQDO�LQLWLDWLYHV�DQG
FRRSHUDWLRQ��%RWK�6ZD]LODQG�DQG�6RXWK�$IULFD�VXSSRUW�8.�SURYLGHG�WUDLQLQJ�DQG�8�6��DVVLVWDQFH�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

7KH�86*�VXSSRUWV�6ZD]L�HIIRUWV�LQ�GUXJ�LQWHUGLFWLRQ�DQG�GHPDQG�UHGXFWLRQ�LQ�DQ�HIIRUW�WR�SURPRWH�UHJLRQDO�VWDELOLW\��&RRUGLQDWLRQ�LV�FORVH

ZLWK�WKH�UHJLRQDO�'($�DQG�RWKHU�UHJLRQDO�86*�RIILFHV�LQ�3UHWRULD��ZKLFK�ZRUN�RQ�ODZ�HQIRUFHPHQW�LVVXHV��7KH�8�6��ZLOO�FRQWLQXH�WR

VXSSRUW�6ZD]L�LQWHUGLFWLRQ�DQG�GHPDQG�UHGXFWLRQ�HIIRUWV�DQG�KDV�WKH�IROORZLQJ�QHDU�WHUP�REMHFWLYHV�LQ�6ZD]LODQG�

8UJH�UDSLG�HQDFWPHQW�RI�WKH�XSGDWHG�GUXJ�OHJLVODWLRQ�

&RQWLQXH�DVVLVWDQFH�WR�HUDGLFDWH�FDQQDELV�FURSV�

$VVLVW�6ZD]L�LQLWLDWLYHV�LQ�WKH�FRXQWHUGUXJ�DUHQD��DV�EXGJHW�FHLOLQJV�SHUPLW�

,Q�������WKH�8�6��'HSDUWPHQW�RI�-XVWLFH�ZLOO�EH�VSRQVRULQJ�D�FRQVXOWDQW�YLVLW�WR�6ZD]LODQG�WR�DVVLVW�WKH�$VVLVWDQW�$WWRUQH\�*HQHUDO�LQ�WKH

GUDIWLQJ�RI�DQWLQDUFRWLFV�OHJLVODWLRQ��$Q�DGGLWLRQDO�VXP�RI�PRQH\�ZLOO�DOVR�EH�VSHQW�WR�FRQGXFW�D�ZRUNVKRS�IRU�VHYHUDO�0LQLVWHUV�RI

3DUOLDPHQW�RQ�WKH�QHZ�OHJLVODWLRQ�DQG�WR�SXUFKDVH�FRPSXWHUV�IRU�WKH�SROLFH�

Syria

,��6XPPDU\

,Q�������WKH�6\ULDQ�JRYHUQPHQW�FRQWLQXHG�WR�PDNH�SURJUHVV�LQ�FRPEDWLQJ�WKH�GUXJ�WUDGH��EXW�6\ULD
UHPDLQV�DQ�LPSRUWDQW�WUDQVLW�FRXQWU\��-RUGDQ�DQG�WKH�*XOI�6WDWHV�DUH�WKH�SULPDU\�GHVWLQDWLRQV�IRU�GUXJV
WUDQVLWLQJ�6\ULD�IURP�/HEDQRQ�DQG�7XUNH\��6\ULD�KDV�XVHG�LWV�LQIOXHQFH�LQ�/HEDQRQ�WR�DVVLVW�/HEDQHVH
RIILFLDOV�LQ�VLJQLILFDQWO\�VXSSUHVVLQJ�GUXJ�SURGXFWLRQ�DQG�WUDIILFNLQJ�WKHUH�LQ�UHFHQW�\HDUV�
&RXQWHUQDUFRWLFV�FRRSHUDWLRQ�ZLWK�QHLJKERULQJ�FRXQWULHV��SDUWLFXODUO\�7XUNH\��/HEDQRQ��DQG�-RUGDQ��LV
RQJRLQJ�DQG�UREXVW��6\ULD
V�GRPHVWLF�GUXJ�DEXVH�SUREOHP�UHPDLQV�VPDOO��GXH�ODUJHO\�WR�WKH�DFWLYH
HQIRUFHPHQW�RI�H[LVWLQJ�ODZV�DQG�WKH�FXOWXUDO�DQG�UHOLJLRXV�QRUPV�WKDW�VWLJPDWL]H�VXEVWDQFH�DEXVH�
6\ULD�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��,Q�UHFRJQLWLRQ�RI�WKH�6\ULDQ�JRYHUQPHQW
V�GUXJ
FRQWURO�HIIRUWV��6\ULD�ZDV�UHPRYHG�IURP�WKH�0DMRUV�/LVW�LQ������DQG�QDPHG�D�FRXQWU\�RI�FRQFHUQ��6LQFH
WKHQ��WKH�8�6��KDV�FRQWLQXHG�WR�PRQLWRU�6\ULD
V�HIIRUWV�WR�VXSSUHVV�FXOWLYDWLRQ�RI�SRSSLHV�LQ�WKH�6\ULDQ�
FRQWUROOHG�/HEDQHVH�%LTD
�9DOOH\�DQG�WR�PRQLWRU�WKH�HIIHFW�RI�GUXJV�WUDQVLWLQJ�6\ULD�RQ�WKH�8�6�

,,��6WDWXV�RI�&RXQWU\

6\ULD�LV�D�WUDQVLW�FRXQWU\�IRU�KDVKLVK�DQG�KHURLQ�PRYLQJ�WKURXJK�WKH�UHJLRQ��SDUWLFXODUO\�IURP�7XUNH\�
EXW�DOVR�IURP�/HEDQRQ��6\ULD�LV�DOVR�D�WUDQVLW�FRXQWU\�IRU�RSLXP�HQWHULQJ�/HEDQRQ�IURP�$IJKDQLVWDQ�YLD
-RUGDQ��2SLXP�WUDQVVKLSPHQWV�WKURXJK�6\ULD�LQFUHDVHG�LQ�������ZKLOH�VKLSPHQWV�RI�FRFDLQH�IURP�%UD]LO
YLD�(XURSH�DQG�6\ULD�WR�/HEDQRQ�GHFUHDVHG�LQ�������,QFUHDVHG�VKLSPHQWV�RI�GUXJV�WKURXJK�6\ULD�WR
6DXGL�$UDELD�DQG�,VUDHO�YLD�-RUGDQ�ZHUH�DOVR�REVHUYHG��7KH�DYDLODEOH�HYLGHQFH�LQGLFDWHV�WKDW�PRVW
QDUFRWLFV�WUDQVLWLQJ�6\ULD�JR�WR�RWKHU�SDUWV�RI�WKH�UHJLRQ�DQG�WR�(XURSH�

1R�PHPEHUV�RI�WKH�6\ULDQ�PLOLWDU\�VWDWLRQHG�LQ�/HEDQRQ�ZHUH�SURVHFXWHG�IRU�GUXJ�WUDIILFNLQJ�LQ������
'HVSLWH�SUHYLRXV�DOOHJDWLRQV�RI�VXFK�WUDIILFNLQJ��6\ULDQ�FRXQWHUQDUFRWLFV�RIILFLDOV�PDLQWDLQ�WKDW�GUXJ
SURGXFWLRQ�LQ�WKH�6\ULDQ�FRQWUROOHG�%LTD
�9DOOH\�KDV�GHFUHDVHG�VLJQLILFDQWO\��HYHQ�LQ�UHPRWH
PRXQWDLQRXV�DUHDV�ZLWKRXW�URDGV��7KHVH�RIILFLDOV�DFNQRZOHGJH�WKDW�VRPH�ORZ�UDQNLQJ�LQGLYLGXDOV�LQ
WKH�6\ULDQ�PLOLWDU\�KDYH�EHHQ�DUUHVWHG�LQ�WKH�SDVW�ZLWK�VPDOO�DPRXQWV�RI�GUXJV��EXW�PDLQWDLQ�WKDW�WKHUH
KDYH�EHHQ�QR�FDVHV�RI�6\ULDQ�PLOLWDU\�LQYROYHPHQW�LQ�QDUFRWLFV�WUDIILFNLQJ�LQ�WKH�SDVW�VHYHUDO�\HDUV�

6\ULD�ZDV�DGGHG�WR�WKH�0DMRUV�/LVW�LQ�WKH�ODWH�����
V�EHFDXVH�RSLXP�SURGXFWLRQ�LQ�WKH�6\ULDQ�
FRQWUROOHG�/HEDQHVH�%LTD
�9DOOH\�H[FHHGHG�WKH�WKUHVKROG�OLPLWV�RI�WKH�)RUHLJQ�$VVLVWDQFH�$FW�RI������
DV�DPHQGHG��,Q�������HVWLPDWHV�GHWHUPLQHG�WKDW�������KHFWDUHV�ZHUH�EHLQJ�XVHG�IRU�RSLXP�SURGXFWLRQ
LQ�WKH�%LTD
�9DOOH\��,Q�������6\ULD�DQG�/HEDQRQ�ODXQFKHG�D�VXFFHVVIXO�HUDGLFDWLRQ�FDPSDLJQ�WKDW�WKH\
KDYH�VXVWDLQHG�WR�WKH�SUHVHQW��UHGXFLQJ�WKH�DUHD�ZKHUH�RSLXP�LV�FXOWLYDWHG�WR�DSSUR[LPDWHO\����
KHFWDUHV�LQ�UHFHQW�HVWLPDWHV��7KH�FXOWLYDWLRQ�RI�FDQQDELV��SURFHVVHG�LQWR�KDVKLVK�IRU�SULPDULO\�QRQ�8�6�
PDUNHWV��ZDV�DOVR�UHGXFHG�GUDVWLFDOO\�GXULQJ�WKH�VDPH�SHULRG��,Q�UHFRJQLWLRQ�RI�WKHVH�HIIRUWV��6\ULD�ZDV
UHPRYHG�IURP�WKH�0DMRUV�/LVW�LQ������



,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��6\ULD
V�DQWLWUDIILFNLQJ�ODZ�RI������FDOOV�IRU�WKH�GHDWK�SHQDOW\�IRU�FHUWDLQ�RIIHQVHV�
6\ULDQ�DXWKRULWLHV�KDQGHG�GRZQ�WZR�GHDWK�VHQWHQFHV�LQ�QDUFRWLFV�UHODWHG�FDVHV�LQ�������KRZHYHU��LQ
SUDFWLFH�WKH�PD[LPXP�VHQWHQFH�LV����\HDUV��DQG�PRVW�GHDWK�VHQWHQFHV�DUH�UHSRUWHGO\�FRPPXWHG��0DQ\
FDVHV�DUH�SHQGLQJ�XQGHU�WKH�DQWLWUDIILFNLQJ�ODZ��DQG�WKHUH �DUH�RQJRLQJ�SURVHFXWLRQV�RI�GUXJ�RIIHQGHUV�
7KHUH�DUH�SURYLVLRQV�IRU�WKH�VHL]XUH�RI�DVVHWV�ILQDQFHG�E\�SURILWV�IURP�WKH�GUXJ�WUDGH��ZKLFK�DUH
LQYRNHG�RQ�D�FDVH�E\�FDVH�EDVLV�

$FFRPSOLVKPHQWV��6\ULDQ�DXWKRULWLHV�FRQWLQXHG�WR�ZRUN�FORVHO\�ZLWK�WKHLU�/HEDQHVH�FRXQWHUSDUWV�WR
VXSSUHVV�WKH�FXOWLYDWLRQ�RI�QDUFRWLFV�LQ�WKH�%LTD
�YDOOH\��$V�SDUW�RI�WKHLU�LQWHUGLFWLRQ�HIIRUWV��WKH�6\ULDQ
DXWKRULWLHV�FRQILVFDWHG�VHYHQ�NLORJUDPV�RI�FRFDLQH�����NLORJUDPV�RI�RSLXP�����NLORJUDPV�RI�KHURLQ�����
NLORJUDPV�RI�KDVKLVK��DQG�����PLOOLRQ�&DSWDJRQ�SLOOV��6\ULDQ�DXWKRULWLHV�UHSRUWHG�WKH�DUUHVW�RI������
LQGLYLGXDOV�RQ�QDUFRWLFV�UHODWHG�FKDUJHV�LQ�������7KHUH�ZHUH�����FRQYLFWLRQV�LQ�GUXJ�UHODWHG�FDVHV�
VHQWHQFHV�LQFOXGHG�WZR�GHDWK�VHQWHQFHV�����OLIH�VHQWHQFHV��DQG����VHQWHQFHV�RI�WHQ�RU�PRUH�\HDUV�RI
LPSULVRQPHQW�

/DZ�(QIRUFHPHQW�(IIRUWV��0RYHPHQW�RI�SUHFXUVRU�FKHPLFDOV�WKURXJK�6\ULD�LV�EHOLHYHG�WR�RFFXU�RQ�D
VPDOO�VFDOH��DOWKRXJK�6\ULDQ�DXWKRULWLHV�UHSRUWHG�DQ�LQFUHDVH�LQ�WKH�VPXJJOLQJ�RI�VXFK�SUHFXUVRUV�IURP
/HEDQRQ�WR�7XUNH\�YLD�-RUGDQ�LQ�������6\ULDQ�DXWKRULWLHV�KDYH�KLVWRULFDOO\�VHL]HG�RQO\�YHU\�VPDOO
DPRXQWV�RI�SUHFXUVRU�FKHPLFDOV�LQ�WUDQVLW��,Q������WKH�6\ULDQ�JRYHUQPHQW�FRGLILHG�D������SODQ�WR
FRQWURO�WKHVH�FKHPLFDOV�

6\ULD�FRRSHUDWHV�FORVHO\�ZLWK�WKH�/HEDQHVH�DXWKRULWLHV�LQ�WKH�DUHDV�RI�LQWHUGLFWLRQ��FXOWLYDWLRQ��DQG
SURGXFWLRQ��,Q�������6\ULD�FRQWLQXHG�WR�FRRSHUDWH�FORVHO\�ZLWK�-RUGDQ�RQ�QDUFRWLFV�PDWWHUV��6\ULDQ
FRXQWHUQDUFRWLFV�RIILFLDOV�PDLQWDLQ�WKDW�FRRSHUDWLRQ�ZLWK�7XUNH\�RQ�QDUFRWLFV�FRQWURO�KDV�VWHDGLO\
LPSURYHG��DQG�FKDUDFWHUL]H�WKH�FXUUHQW�ZRUNLQJ�UHODWLRQVKLS�DV��H[FHOOHQW���,Q������6\ULD�SDUWLF LSDWHG
LQ�D�UHJLRQDO�VHPLQDU�VSRQVRUHG�E\�WKH�81'&3�

6HL]XUHV�RI�FRFDLQH�GHFUHDVHG�WR�VHYHQ�NLORJUDPV�LQ������IURP����NLORJUDPV�LQ������DQG�����
NLORJUDPV�LQ�������:KLOH�VHL]XUHV�RI�FRFDLQH�IHOO�IURP������WR�������WKH�RYHUDOO�DPRXQW�RI�FRFDLQH
VKLSSHG�WKURXJK�6\ULD�DOVR�GHFUHDVHG��6HL]XUHV�RI�RSLXP�URVH�LQ������WR����NLORJUDPV��DV�FRPSDUHG�WR
ILYH�NLORJUDPV�LQ������DQG�����NLORJUDPV�LQ�������6HL]XUHV�RI�KHURLQ�GHFOLQHG�IURP����NLORJUDPV�LQ
�����WR����NLORJUDPV�LQ�������6\ULD�KDV�OHJLVODWLRQ�ZKLFK�SURYLGHV�IRU�VHL]XUH�RI�DVVHWV�ILQDQFHG�E\
SURILWV�IRUP�WKH�GUXJ�WUDGH��7KH�JRYHUQPHQW�KDV�XVHG�WKLV�OHJLVODWLRQ�WR�VHL]H�DVVHWV�

&RUUXSWLRQ��,Q�WKH�SDVW�WKHUH�KDYH�EHHQ�XQFRQILUPHG�UHSRUWV�RI�FRUUXSWLRQ�DPRQJ�VRPH�6\ULDQ
PLOLWDU\�RIILFLDOV�LQ�/HEDQRQ�LQYROYLQJ�WKH�LVVXDQFH�RI�SDVVHV�SHUPLWWLQJ�WKH�IUHH�PRYHPHQW�RI�JRRGV
DQG�SHUVRQV�LQ�UHWXUQ�IRU�EULEHV��7KH�6\ULDQ�JRYHUQPHQW�KDV�DQ�,QYHVWLJDWLRQV�$GPLQLVWUDWLRQ��,QWHUQDO
$IIDLUV�'LYLVLRQ��UHVSRQVLEOH�IRU�ZHHGLQJ�RXW�FRUUXSW�RIILFHUV�LQ�WKH�FRXQWHUQDUFRWLFV�XQLW�DQG�WKH
QDWLRQDO�SROLFH�IRUFH��7KH�,QYHVWLJDWLRQV�$GPLQLVWUDWLRQ�LV�LQGHSHQGHQW�RI�ERWK�WKH�FRXQWHUQDUFRWLFV
XQLW�DQG�WKH�QDWLRQDO�SROLFH�DQG�UHSRUWV�GLUHFWO\�WR�WKH�0LQLVWHU�RI�WKH�,QWHULRU��$FFRUGLQJ�WR�6\ULDQ
DXWKRULWLHV��WKHUH�ZHUH�QR�DUUHVWV�RU�SURVHFXWLRQV�RI�RIILFHUV�LQ�WKH�FRXQWHUQDUFRWLFV�XQLW�IRU�FRUUXSWLRQ
LQ������

$JUHHPHQWV�DQG�7UHDWLHV��6\ULD�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��WKH������81�6LQJOH
&RQYHQWLRQ�RQ�1DUFRWLF�'UXJV�DQG�LWV������3URWRFRO��DV�ZHOO�DV�WKH������&RQYHQWLRQ�RQ�3V\FKRWURSLF
6XEVWDQFHV��6\ULD�PDLQWDLQV�DQWLGUXJ�DJUHHPHQWV�ZLWK�&\SUXV��,UDQ��-RUGDQ��/HEDQRQ��6DXGL�$UDELD�
(J\SW��DQG�7XUNH\��,Q������6\ULD�UHQHZHG�LWV�DQWLGUXJ�DJUHHPHQW�ZLWK�6DXGL�$UDELD��,Q�������6\ULD
VLJQHG�D�QHZ�DJUHHPHQW�ZLWK�3DNLVWDQ�ZKLFK�FDOOHG�IRU�LQFUHDVHG�LQIRUPDWLRQ�VKDULQJ�LQ�WKH
FRXQWHUQDUFRWLFV�ILHOG��6\ULD�DQG�WKH�8�6��GR�QRW�KDYH�D�QDUFRWLFV�DJUHHPHQW��QRU�LV�WKHUH�DQ�H[WUDGLWLRQ
WUHDW\�EHWZHHQ�WKH�WZR�FRXQWULHV��6\ULD�LV�D�PHPEHU�RI�,17(532/��,Q�'HFHPEHU�������6\ULD�VLJQHG
WKH�81�&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO�2UJDQL]HG�&ULPH�DQG�LWV�SURWRFROV�

&XOWLYDWLRQ�3URGXFWLRQ��7KH�*26�KDV�DQ�HIIHFWLYH�DQWLQDUFRWLFV�V\VWHP�LQ�SODFH�WKDW�KDV�UHGXFHG
FXOWLYDWLRQ�DQG�SURGXFWLRQ�LQ�6\ULD�WR�QHJOLJLEOH�OHYHOV�

'UXJ�)ORZ�7UDQVLW��6\ULDQ�RIILFLDOV�HVWLPDWHG�WKDW�LQ������WKH�RYHUDOO�IORZ�RI�QDUFRWLFV�WUDQVLWLQJ
6\ULD�DQG�GHVWLQHG�IRU�RWKHU�FRXQWULHV�LQ�WKH�UHJLRQ�ZDV�DSSUR[LPDWHO\�WKH�VDPH�DV�LQ������
7UDQVVKLSPHQW�RI�QDUFRWLFV�IURP�7XUNH\�FRQWLQXHV�WR�UHSUHVHQW�WKH�PDMRU�FKDOOHQJH�WR�6\ULD
V
FRXQWHUQDUFRWLFV�HIIRUW��6HL]XUH�VWDWLVWLFV�VXJJHVW�D�VLJQLILFDQW�GHFUHDVH�LQ�VKLSPHQWV�RI�FRFDLQH��KHURLQ�
DQG�KDVKLVK��EXW�WKRVH�JDLQV�ZHUH�RIIVHW�E\�DQ�LQFUHDVH�LQ�PRYHPHQW�RI�RSLXP�IURP�$IJKDQLVWDQ�DQG
3DNLVWDQ�WKURXJK�6\ULD�WR�7XUNH\��7UDQVVKLSPHQW�RI�GUXJV�YLD�-RUGDQ�WR�WKH�*XOI�6WDWHV�KDV�VXUSDVVHG
FRFD�VKLSPHQWV�WR�/HEDQRQ��ZKLFK�GHFUHDVHG�LQ�������:KLOH�WRWDO�VHL]XUHV�RI�FDSWDJRQ�SLOOV�GHFUHDVHG
IURP�����PLOOLRQ�LQ������WR�����PLOOLRQ�LQ�������6\ULDQ�DXWKRULWLHV�UHSRUWHG�WKDW�WKH�DPRXQW�RI



FDSWDJRQ�VHL]HG�HQ�URXWH�IURP�7XUNH\�WR�6DXGL�$UDELD�YLD�6\ULD�LQFUHDVHG�IURP���������SLOOV�LQ�����
WR���������SLOOV�LQ�������'UXJ�LQWHUGLFWLRQ�UHPDLQV�WKH�IRFXV�RI�WKH�6\ULDQ�FRXQWHUQDUFRWLFV�HIIRUW�

'RPHVWLF�3URJUDPV�'HPDQG�5HGXFWLRQ��'XH�WR�WKH�VRFLDO�VWLJPD�DWWDFKHG�WR�GUXJ�XVH�DQG�VWLII
SHQDOWLHV�XQGHU�6\ULD
V�VWULFW�DQWLWUDIILFNLQJ�ODZ��WKH�LQFLGHQFH�RI�GUXJ�DEXVH�LQ�6\ULD�LV�ORZ��7KH�6\ULDQ
JRYHUQPHQW
V�FRXQWHUQDUFRWLFV�VWUDWHJ\��ZKLFK�LV�FRRUGLQDWHG�E\�WKH�0LQLVWHU�RI�WKH�,QWHULRU��XVHV�WKH
PHGLD�WR�HGXFDWH�WKH�SXEOLF�RQ�WKH�GDQJHUV�RI�GUXJ�XVH��DQG�GUXJ�DZDUHQHVV�LV�DOVR�SDUW�RI�WKH�QDWLRQDO
FXUULFXOXP�IRU�VFKRRO�FKLOGUHQ�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

3ROLF\�,QLWLDWLYHV��,Q�PHHWLQJV�ZLWK�6\ULDQ�RIILFLDOV��WKH�8�6��FRQWLQXHV�WR�VWUHVV�WKH�QHHG�IRU�GLOLJHQFH
LQ�SUHYHQWLQJ�QDUFRWLFV�DQG�SUHFXUVRU�FKHPLFDOV�IURP�WUDQVLWLQJ�6\ULDQ�WHUULWRU\��WKH�QHHG�WR�ZRUN�ZLWK
WKH�/HEDQHVH�JRYHUQPHQW�LQ�GLVPDQWOLQJ�GUXJ�ODERUDWRULHV�LQ�6\ULDQ�FRQWUROOHG�DUHDV�RI�/HEDQRQ��DQG
WKH�QHFHVVLW\�RI�WHUPLQDWLQJ�DQ\�LQYROYHPHQW��DFWLYH�RU�SDVVLYH��RI�LQGLYLGXDO�6\ULDQ�RIILFLDOV�LQ�WKH
GUXJ�WUDGH�

%LODWHUDO�&RRSHUDWLRQ��8�6��(PEDVV\�RIILFLDOV�LQ�'DPDVFXV�DQG�'($�RIILFLDOV�EDVHG�LQ�1LFRVLD
PDLQWDLQ�DQ�RQJRLQJ�GLDORJXH�ZLWK�6\ULDQ�DXWKRULWLHV�LQ�WKH�FRXQWHUQDUFRWLFV�XQLW��,Q�DGGLWLRQ��KLJK�
UDQNLQJ�8�6��RIILFLDOV�SHULRGLFDOO\�VKDUH�WKHLU�YLHZV�DQG�UHFRPPHQGDWLRQV�ZLWK�WKH�6\ULDQ�PLQLVWULHV�RI
)RUHLJQ�$IIDLUV�DQG�,QWHULRU�

7KH�5RDG�$KHDG��7KH�8�6��ZLOO�FRQWLQXH�WR�HQFRXUDJH�WKH�6\ULDQ�JRYHUQPHQW�WR�PDLQWDLQ�LWV
FRPPLWPHQW�WR�FRPEDWLQJ�GUXJ�WUDQVLW�DQG�SURGXFWLRQ�LQ�WKH�UHJLRQ��WR�IROORZ�WKURXJK�RQ�SODQV�WR
HQDFW�DQWL�PRQH\�ODXQGHULQJ�OHJLVODWLRQ��DQG�FRQWLQXH�WR�HQFRXUDJH�6\ULD�WR�LPSURYH�LWV
FRXQWHUQDUFRWLFV�FRRSHUDWLRQ�ZLWK�QHLJKERULQJ�FRXQWULHV��7KH�8�6��ZLOO�DOVR�HQFRXUDJH�6\ULDQ�RIILFLDOV
WR�FRQWLQXH�WKHLU�ZRUN�ZLWK�WKHLU�/HEDQHVH�FRXQWHUSDUWV�WR�HQVXUH�WKDW�GUXJ�SURGXFWLRQ�LQ�/HEDQRQ
UHPDLQV�DW�ORZ�OHYHOV��WR�ILQG�DQG�GHVWUR\�GUXJ�SURFHVVLQJ�ODERUDWRULHV�LQ�WKRVH�DUHDV�ZKHUH�6\ULDQ
IRUFHV�DUH�SUHVHQW��DQG�WR�ZRUN�WR�PLQLPL]H�WKH�LQYROYHPHQW�RI�6\ULDQ�RIILFLDOV�LQ�GUXJ�WUDIILFNLQJ�

Tanzania

,��6XPPDU\

7DQ]DQLD�LV�ORFDWHG�DORQJ�WUDIILFNLQJ�URXWHV�IURP�$VLD�DQG�WKH�0LGGOH�(DVW�WR�6RXWK�$IULFD��(XURSH
DQG�WKH�8QLWHG�6WDWHV��'UXJV�OLNH�KDVKLVK��0DQGUD[��FRFDLQH��KHURLQ��DQG�RSLXP�KDYH�IRXQG�WKHLU�ZD\
LQWR�DQG�WKURXJK�7DQ]DQLD
V�SRURXV�ERUGHUV��,Q�DGGLWLRQ��WKH�GRPHVWLF�SURGXFWLRQ�RI�FDQQDELV�LV
JURZLQJ��$V�D�UHVXOW��GUXJ�DEXVH��SDUWLFXODUO\�LQYROYLQJ�FDQQDELV��DV�ZHOO�DV�FRFDLQH�DQG�KHURLQ��LV
LQFUHDVLQJ��HVSHFLDOO\�DPRQJ�\RXQJHU�SHRSOH��0RQH\�ODXQGHULQJ�KDSSHQV�LQ�7DQ]DQLD��EXW�D�YHU\�ZHDN
ILQDQFLDO�VHFWRU�DQG�XQGHU�WUDLQHG�DQG�XQGHU�IXQGHG�ODZ�HQIRUFHPHQW�PDNH�LW�GLIILFXOW�WR�WUDFN�DQG
SURVHFXWH�

7DQ]DQLD�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��DQG��LQ�FRQMXQFWLRQ�ZLWK�81'&3��LV�VHHNLQJ�WR
DGGUHVV�REMHFWLYHV�RI�WKDW�FRQYHQWLRQ��5HFHQW�DFFRPSOLVKPHQWV�LQFOXGH�D�KLJK�SURILOH�DQG�DSSDUHQWO\
VXFFHVVIXO�PDVWHU�SODQ�SROLF\�ZRUNVKRS�DQG�WKH�HVWDEOLVKPHQW�RI�DQ�LQWHU�PLQLVWHULDO�$QWLGUXJ
&RPPLVVLRQ��+RZHYHU��7DQ]DQLD�LV�D�SRRU�FRXQWU\�DQG�ODFNV�WKH�QHFHVVDU\�UHVRXUFHV�WR�PDNH
LQVWLWXWLRQV�HIIHFWLYH��'HVSLWH�SXEOLF�SURPLVHV�WR�FRPEDW�JUDIW��7DQ]DQLD�LV�DSSDUHQWO\�XQDEOH�WR�SXW�D
VWRS�WR�UDPSDQW�FRUUXSWLRQ�

,,��6WDWXV�RI�&RXQWU\

8QWLO�������7DQ]DQLD
V�FRQWDFW�ZLWK�GUXJV�ZDV�ODUJHO\�OLPLWHG�WR�WKH�WUDGLWLRQDO�FXOWLYDWLRQ�RI�FDQQDELV
LQ�VRPH�SDUWV�RI�WKH�PDLQODQG��6LQFH�WKHQ��WKH�VLWXDWLRQ�KDV�FKDQJHG�GUDPDWLFDOO\�DQG�QHZ�GUXJV�OLNH
KDVKLVK��0DQGUD[��FRFDLQH��KHURLQ��DQG�RSLXP�KDYH�IRXQG�WKHLU�ZD\�LQWR�DQG�WKURXJK�7DQ]DQLD
V
SRURXV�ERUGHUV�

,Q�DGGLWLRQ��WKH�GRPHVWLF�SURGXFWLRQ�RI�FDQQDELV�LV�JURZLQJ��$V�D�UHVXOW��GUXJ�DEXVH��SDUWLFXODUO\
LQYROYLQJ�FDQQDELV�DQG�0DQGUD[��LV�LQFUHDVLQJ��HVSHFLDOO\�DPRQJ�\RXQJHU�SHRSOH��+DUGHU�GUXJV��KHURLQ
DQG�FRFDLQH��DUH�XVHG�LQ�VPDOO�TXDQWLWLHV�ZLWKLQ�WKH�DIIOXHQW�FODVVHV��5HFHQW�UHSRUWV�LQGLFDWH�WKDW�FUDFN
FRFDLQH�KDV�DOVR�EHHQ�LQWURGXFHG�WR�7DQ]DQLD��DQG�LV�JURZLQJ�PRUH�SUHYDOHQW��7KH�JURZLQJ�WRXULVP
LQGXVWU\�KDV�FUHDWHG�D�ODUJHU�GHPDQG�IRU�QDUFRWLFV�

7DQ]DQLD�LV�ORFDWHG�DORQJ�WUDIILFNLQJ�URXWHV�ZLWK�QXPHURXV�SRVVLEOH�LOOHJDO�SRLQWV�RI�HQWU\��7KH�GUXJV
RULJLQDWH�IURP�3DNLVWDQ��,QGLD��7KDLODQG��%XUPD��,UDQ��6\ULD��DQG�6RXWK�$PHULFD�HQ�URXWH�WR�(XURSH�
6RXWK�$IULFD��DQG�WR�D�OHVVHU�H[WHQW��WKH�8�6��7KH�DPRXQW�RI�GUXJV�WUDQVLWLQJ�7DQ]DQLD�GRHV�QRW�



KRZHYHU��VLJQLILFDQWO\�DIIHFW�WKH�8�6��'UXJV�HQWHU�7DQ]DQLD�E\�DLU��VHD��URDGV��DQG�UDLO��0DMRU�SRLQWV�RI
HQWU\�LQFOXGH�DLUSRUWV�LQ�'DU�HV�6DODDP��=DQ]LEDU��DQG�.LOLPDQMDUR��DQG�VHD�SRUWV�DW�'DU�HV�6DODDP�DQG
=DQ]LEDU��DV�ZHOO�DV�VPDOOHU�SRUWV�OLNH�7DQJD�DQG�0WZDUD�

'HVSLWH�D�SDXFLW\�RI�VWDWLVWLFV�DERXW�WKH�QDUFRWLFV�WUDGH�LQ�=DQ]LEDU��DQG�HYHQ�IHZHU�VHL]XUHV��ODZ
HQIRUFHPHQW�RIILFLDOV�ZLGHO\�EHOLHYH�WKDW�WKHUH�DUH�VLJQLILFDQW�DPRXQWV�RI�GUXJV�SDVVLQJ�WKURXJK�LWV�VHD
DQG�DLUSRUWV��:LGHVSUHDG�FRUUXSWLRQ�DQG�D�QHDU�DEVHQFH�RI�UHJXODWLRQ�RQ�=DQ]LEDU�PDNH�LW�DQ�LGHDO
WUDQVLW�SRLQW�

7KHUH�DUH�DOVR�VWURQJ�LQGLFDWLRQV�RI�D�GUXJV�DUPV�FRQQHFWLRQ�LQ�7DQ]DQLD�OLQNHG�ZLWK�WKH�DUPV�GHPDQG
LQ�WKH�*UHDW�/DNHV�5HJLRQ��'HPRFUDWLF�5HSXEOLF�RI�WKH�&RQJR��%XUXQGL��5ZDQGD��8JDQGD��HWF���

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV

3ROLF\�,QLWLDWLYHV��,Q������7DQ]DQLD�SDVVHG�WKH�3UHYHQWLRQ�RI�,OOLFLW�7UDIILF�DQG�'UXJV�$FWV��ZKLFK
HVWDEOLVKHV�VHYHUH�SXQLVKPHQWV�IRU�WKH�SURGXFWLRQ�DQG�WUDIILFNLQJ�RI�QDUFRWLFV��,W�VWLSXODWHV�ORQJ
VHQWHQFHV��LQFOXGLQJ�OLIH�LPSULVRQPHQW��DQG�IRUIHLWXUH�RI�SURSHUW\�GHULYHG�IURP�RU�XVHG�LQ�LOOLFLW
WUDIILFNLQJ��2IIHQVHV�XQGHU�WKLV�DFW�DUH�QRW�EDLODEOH��$������DFW�RI�SDUOLDPHQW�DOVR�FUHDWHG�WKH�,QWHU�
0LQLVWHULDO�$QWLGUXJ�&RPPLVVLRQ��,$'&���HVWDEOLVKHG�LQ�������WR�GHILQH��FRRUGLQDWH��DQG�SURPRWH
7DQ]DQLD
V�QDWLRQDO�DQG�VXE�UHJLRQDO�QDUFRWLFV�SROLFLHV��7KH�*RYHUQPHQW�RI�7DQ]DQLD�KDV�UHFHQWO\�SXW
QDUFRWLFV�LVVXHV�KLJKHU�RQ�WKH�SROLWLFDO�DJHQGD��3UHVLGHQW�0NDSD�KDV�GHFODUHG�WKH�JRYHUQPHQW
V�)LJKW
$JDLQVW�'UXJV��LQYROYLQJ�WKH�QLQH�PLQLVWULHV�WKDW�DUH�SDUW\�WR�WKH�,$'&��DV�ZHOO�DV�ILYH�RWKHU�PLQLVWULHV
WKDW�ZRUN�LQ�FORVH�FRRSHUDWLRQ�ZLWK�WKH�FRPPLVVLRQ�

,Q������81'&3�KHOSHG�ILQDQFH�D�ZRUNVKRS�IRU�WKH�,$'&�WR�GHYHORS�WKH�IUDPHZRUN�IRU�D�QDWLRQDO
PDVWHU�SODQ�WR�FRPEDW�GUXJ�WUDIILFNLQJ�DQG�DEXVH��$�81'&3�IXQGHG�H[SHUW�KDV�EHHQ�ZRUNLQJ�ZLWK�WKH
FRPPLVVLRQ�DQG�D�SODQ�KDV�EHHQ�VXEPLWWHG�WR�WKH�FDELQHW�IRU�DSSURYDO��,W�LV�H[SHFWHG�WR�EH�FRPSOHWHG
DQG�SXEOLVKHG�E\�PLG������

/DZ�(QIRUFHPHQW�(IIRUWV��7DQ]DQLD�KDV�WKUHH�DQWLGUXJ�SROLFH�XQLWV�RI�PRUH�WKDQ����RIILFHUV��RQH�LQ
'DU�HV�6DODDP��RQH�LQ�=DQ]LEDU��DQG�D�QHZ�XQLW�LQ�0RVKL��7KHVH�XQLWV�MXVW�UHFHLYHG�VL[�GUXJ�GHWHFWLRQ
GRJV�IURP�WKH�8QLWHG�.LQJGRP�WR�LQFUHDVH�WKHLU�GHWHFWLRQ�FDSDELOLW\�

$�VWUXFWXUHG�FRRSHUDWLRQ�EHWZHHQ�WKH�GUXJ�SROLFH�LQ�.HQ\D��8JDQGD��5ZDQGD��DQG�7DQ]DQLD�LV�ZHOO
HVWDEOLVKHG��ZLWK�EL�DQQXDO�PHHWLQJV�WR�GLVFXVV�UHJLRQDO�QDUFRWLFV�LVVXHV��7KLV�FRRSHUDWLRQ�KDV�UHVXOWHG
LQ�VLJQLILFDQW�LQFUHDVH�LQ�FRPPXQLFDWLRQ��DV�ZHOO�DV�HIIHFWLYHQHVV�LQ�WKHLU�LQGLYLGXDO�QDUFRWLFV�FRQWURO
HIIRUWV��7KURXJK�81'&3��7DQ]DQLD�UHFHLYHV�WHFKQLFDO�FRRSHUDWLRQ�WKDW�DPRXQWV�WR����������IRU�D
PXOWL�VHFWRUDO�SURMHFW�WKDW�LQFOXGHV�FDSDFLW\�EXLOGLQJ�IRU�ODZ�HQIRUFHPHQW��LQVWLWXWLRQ�EXLOGLQJ�DQG
GHPDQG�UHGXFWLRQ��7DQ]DQLD�DOVR�SDUWLFLSDWHV�LQ�81'&3�UHJLRQDO�SURMHFWV��7KH�6RXWKHUQ�$IULFDQ
'HYHORSPHQW�&RPPXQLW\��RI�ZKLFK�7DQ]DQLD�LV�D�PHPEHU��KDV�DSSURYHG�DQ�DQWLGUXJ�DFWLRQ�SODQ�DQG
ZLOO�DSSRLQW�D�GUXJ�DGYLVRU�

,Q�WKH�PRVW�UHFHQW�\HDU�IRU�ZKLFK�DFFXUDWH�VWDWLVWLFV�DUH�DYDLODEOH��������WKH�*27�VHL]HG�����NLORJUDPV
RI�KHURLQ��FRPSDUHG�WR�����LQ�����³DQ�LQFUHDVH�RI������SHUFHQW��,Q�2FWREHU�������SROLFH�LQ�WKH�'DU
HV�6DODDP�VHDSRUW�VHL]HG�RYHU�����NLORJUDPV�RI�0DQGUD[�IURP�D�FRQWDLQHU�EHOLHYHG�WR�EH�WUDQVLWLQJ
7DQ]DQLD�RQ�LWV�ZD\�IURP�0XPEDL�WR�6RXWK�$IULFD��$OVR�LQ�2FWREHU��SROLFH�DW�'DU�HV�6DODDP
,QWHUQDWLRQDO�$LUSRUW�DUUHVWHG�D�7DQ]DQLDQ�QDWLRQDO�FDUU\LQJ�QHDUO\�����JUDPV�RI�FRFDLQH�IURP�5LR�GH
-DQHLUR�WR�6ZLW]HUODQG��)RXU�DQG�D�KDOI�NLORJUDPV�RI�KHURLQ�ZHUH�VHL]HG�RQ�=DQ]LEDU�IURP�WKUHH
7DQ]DQLDQ�QDWLRQDOV�WUDYHOLQJ�IURP�'XEDL�WR�0RPEDVD�

&XOWLYDWLRQ�DQG�3URGXFWLRQ��7UDGLWLRQDO�FXOWLYDWLRQ�RI�FDQQDELV�WDNHV�SODFH�LQ�UHPRWH�SDUWV�RI�WKH
FRXQWU\��PDLQO\�IRU�GRPHVWLF�XVH��1R�ILJXUHV�H[LVW��EXW�SROLFH�DQG�JRYHUQPHQW�RIILFLDOV�UHSRUW�WKDW
SURGXFWLRQ�LV�FRQWLQXLQJ�WR�LQFUHDVH�

'UXJ�)ORZ�7UDQVLW��'XH�WR�LWV�ORFDWLRQ�DQG�SRURXV�ERUGHUV��SRUWV�DQG�DLUSRUWV��7DQ]DQLD��DQG�LQ
SDUWLFXODU�=DQ]LEDU��KDV�EHFRPH�DQ�LPSRUWDQW�WUDQVLW�FRXQWU\�IRU�QDUFRWLFV�PRYLQJ�LQ�VXE�6DKDUDQ
$IULFD��&RQWURO�DW�WKH�SRUWV�LV�HVSHFLDOO\�GLIILFXOW�DV�VRSKLVWLFDWHG�PHWKRGV�RI�IRUJHG�GRFXPHQWV
FRPELQH�ZLWK�SRRU�FRQWUROV�DQG�FRUUXSW�RIILFLDOV��7UDIILFNLQJ�XVLQJ�GRFXPHQW�FRXULHU�FRPSDQLHV�LV
EHFRPLQJ�PRUH�FRPPRQ��+HURLQ�WUDIILFNLQJ�LQ�7DQ]DQLD�LV�EHJLQQLQJ�WR�KDYH�DQ�LPSDFW�RQ�WKH�8�6�
$IJKDQ�KHURLQ�HQWHULQJ�7DQ]DQLD�IURP�3DNLVWDQ�LV�EHLQJ�VPXJJOHG�WR�WKH�8�6��E\�1LJHULDQ�WUDIILFNHUV�
,Q�DGGLWLRQ��D�JURZLQJ�QXPEHU�RI�7DQ]DQLDQV�DUH�DUUHVWHG�DEURDG�IRU�VHUYLQJ�DV�GUXJ�FRXULHUV��7KH�3RUW
RI�'DU�HV�6DODDP�LV�D�PDMRU�HQWU\�SRLQW�IRU�0DQGUD[�IURP�,QGLD�KHDGHG�WRZDUGV�6RXWK�$IULFD��7KLV
WUDGH�LV�PDQDJHG�E\�,QGLDQ�QDWLRQDOV�DQG�HWKQLF�,QGLDQV�RI�6RXWK�$IULFDQ�QDWLRQDOLW\�

2QO\�VPDOO�DPRXQWV�RI�QDUFRWLFV�DUH�VHL]HG�GXH�WR�ODFN�RI�UHVRXUFHV�DQG�FRUUXSWLRQ��)RU�H[DPSOH��WKH
7DQ]DQLDQ�&RDVW�*XDUG�ZKLFK�LV�UHVSRQVLEOH�IRU�D�ODUJH�SRUWLRQ�RI�7DQ]DQLD
V�ERUGHU�LQFOXGLQJ�WKH



,QGLDQ�2FHDQ��/DNH�9LFWRULD��/DNH�7DQJDQ\LND��/DNH�0DODZL��DQG�RWKHUV��KDV�RQO\�RQH�IXQFWLRQDO
ERDW��ZKLFK�ZDV�GRQDWHG�E\�WKH�%ULWLVK�LQ������

$JUHHPHQWV�DQG�7UHDWLHV��7DQ]DQLD�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��7DQ]DQLD�KDV�DOVR
VLJQHG�WKH�6RXWKHUQ�$IULFDQ�'HYHORSPHQW�FRPPXQLW\��6$'&��3URWRFRO�RQ�'UXJ�&RQWURO��7KH�����
8�6��8.�([WUDGLWLRQ�7UHDW\�LV�DSSOLFDEOH�WR�7DQ]DQLD�

'RPHVWLF�3URJUDPV�'HPDQG�5HGXFWLRQ��7DQ]DQLD�ZDV�WUDGLWLRQDOO\�EHOLHYHG�RQO\�WR�EH�D�WUDQVLW
SRLQW�IRU�QDUFRWLFV��EXW�VLJQV�SRLQW�WR�DQ�LQFUHDVH�LQ�FRQVXPHU�XVH��7KHUH�KDV�EHHQ�QR�VWXG\�RI
QDUFRWLFV�FRQVXPSWLRQ��EXW�81'&3�LV�ILQDOL]LQJ�WKH�UHVXOWV�RI�D�UDSLG�DVVHVVPHQW�VWXG\�LW�EHJDQ�LQ
������,Q�DGGLWLRQ��,$'&�KDV�EHJXQ�WR�FRPSLOH�QDUFRWLFV�VWDWLVWLFV�LQ�D�FHQWUDO�GDWDEDQN��,W�LV�NQRZQ
WKDW�GRPHVWLF�GHPDQG�LV�LQFUHDVLQJ�GXH�WR�ERWK�VSLOO�RYHU�IURP�WUDIILFNLQJ�DQG�LQFUHDVHG�WRXULVP��7KH
WRXULVW�LQGXVWU\�KDV�EURXJKW�HFVWDV\�WR�=DQ]LEDU�DQG�SROLFH�UHSRUWV�FRQILUP�WKDW�FUDFN�FRFDLQH�LV�DOVR
FRQVXPHG�ORFDOO\�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

8�6��SROLF\�LQLWLDWLYHV�DQG�SURJUDPV�IRU�DGGUHVVLQJ�QDUFRWLFV�SUREOHPV�LQ�7DQ]DQLD�DUH�IRFXVHG�RQ
WUDLQLQJ�ZRUNVKRSV�DQG�VHPLQDUV�IRU�ODZ�HQIRUFHPHQW�RIILFLDOV��,Q�-XO\�������'($�SUHVHQWHG�D�WZR�
ZHHN�GUXJ�HQIRUFHPHQW�FRXUVH�LQ�1DLUREL�ZKLFK�ZDV�DWWHQGHG�E\�VL[�7DQ]DQLDQ�DQWLQDUFRWLFV�RIILFHUV�
,Q�-DQXDU\�������DQ�DQWLQDUFRWLFV�RIILFHU�DWWHQGHG�D�WKUHH�ZHHN�FRXUVH�RQ�QDUFRWLFV�DQG�FRQWUDEDQG
LQWHUGLFWLRQ��)RXU�VHQLRU�7DQ]DQLDQ�SROLFH�RIILFHUV�DWWHQGHG�D�6WDWH�'HSDUWPHQW�VSRQVRUHG�WUDLQLQJ
DVVHVVPHQW�IRUXP�LQ�*DEDURQH��%RWVZDQD�LQ�-DQXDU\������

Togo

,��6XPPDU\

,Q�������7RJROHVH�DXWKRULWLHV�WRRN�DJJUHVVLYH�DFWLRQ�DJDLQVW�GUXJ�WUDIILFNHUV�E\�HQIRUFLQJ�WKH
*RYHUQPHQW
V�WRXJK������DQWLGUXJ�ODZ��)RU�WKH�ILUVW�WLPH�7RJR�KDV�SXQLVKHG�RIIHQGHUV�XVLQJ�WKH�KHDY\
ILQHV�DQG�ORQJ�SULVRQ�VHQWHQFHV�SURYLGHG�IRU�XQGHU�WKH������ODZ��7RJR�LV�D�SDUW\�WR�WKH������81�'UXJ
&RQYHQWLRQ�

,,��6WDWXV�RI�&RXQWU\

7RJR�FXOWLYDWHV�VPDOO�DPRXQWV�RI�FDQQDELV�SULPDULO\�IRU�ORFDO�FRQVXPSWLRQ��DQG�HVWLPDWHV�WKDW�RQO\�D
VPDOO�DPRXQW�RI�WKLV�FDQQDELV�LV�H[SRUWHG��7KH�FRXQWU\
V�SRRU�LQIUDVWUXFWXUH�FRXSOHG�ZLWK�KLJK
XQHPSOR\PHQW�DQG�GHVSHUDWH�HFRQRPLF�FRQGLWLRQV�DUH�XQOLNHO\�WR�DOORZ�IRU�FODQGHVWLQH�ODERUDWRULHV�RU
WKH�SURFXUHPHQW�RI�GUXJV�E\�PRVW�RI�WKH�7RJROHVH�FLWL]HQU\��1HYHUWKHOHVV��7RJR
V�UHODWLYHO\�SRURXV
ERUGHUV�SHUPLW�WUDIILFNHUV��PRVWO\�$IULFDQ�DQG�LQFOXGLQJ�PDQ\�1LJHULDQ�QDWLRQDOV��UHODWLYHO\�IUHH�DFFHVV
WR�WKH�FRXQWU\��7KLV�HDVH�RI�DFFHVV�KDV�PDGH�7RJR�D�WUDQVVKLSPHQW�SRLQW�LQ�WKH�UHJLRQDO�DQG�VXE�
UHJLRQDO�WUDGH�LQ�QDUFRWLFV��HVSHFLDOO\�IRU�KHURLQ�FRPLQJ�IURP�6RXWKHDVW�DQG�6RXWKZHVW�$VLD��GHVWLQHG
IRU�1LJHULD��DQG�IURP�WKHUH�WR�(XURSH�DQG�WKH�8�6��7KH�*27�EHOLHYHV�LQFUHDVHG�GUXJ�IORZV�WKURXJK
7RJR�KDYH�OHG�WR�DQ�XSVXUJH�LQ�YLROHQW�FULPH�LQ�JHQHUDO��,W�DOVR�LV�DZDUH�WKDW�LQFUHDVHG�LQWHUQDWLRQDO
W UDGH�PD\�H[SDQG�RSSRUWXQLWLHV�IRU�QDUFRWLFV�WUDIILFNLQJ�

,,,��&RXQWU\�$FWLRQ�$JDLQVW�'UXJV�LQ�����

/DZ�(QIRUFHPHQW�(IIRUWV��7RJR
V�GLIILFXOW�EXGJHW�SUREOHPV�KDYH�VW\PLHG�WKH�LPSOHPHQWDWLRQ�RI
PRVW�*27�VSRQVRUHG�DQWLGUXJ�SURJUDPV��7KHUH�LV�QHLWKHU�PRQH\�QRU�LQIUDVWUXFWXUH�IRU�UHKDELOLWDWLRQ
SURJUDPV�IRU�GUXJ�DGGLFWV��,Q�IDFW��RQO\�UHFHQWO\�KDV�WKH�*27�EHJXQ�WR�WUDLQ�LWV�PDJLVWUDWHV�LQ�KRZ�WR
KDQGOH�FDVHV�DQG�VHQWHQFLQJ�XQGHU�WKH������GUXJ�ODZ��7KH�*27�KHOG�PDQ\�GUXJ�FRQIHUHQFHV�WKLV�\HDU
WR�HGXFDWH�ORFDO�RIILFLDOV�LQYROYHG�ZLWK�FRXQWHUQDUFRWLFV�DFWLYLWLHV��7KH�PRVW�UHFHQW�GUXJ�HGXFDWLRQ
FRQIHUHQFH��KHOG�LQ�1RYHPEHU�������WDUJHWHG�ORFDO�PDJLVWUDWHV�UHVSRQVLEOH�IRU�HQIRUFLQJ�DQG
SURVHFXWLQJ�RIIHQGHUV�XQGHU�WKH������GUXJ�ODZ��,W�KDV�EHHQ�VXJJHVWHG�WKDW�VLQFH�����³GXULQJ�7RJR
V
RQJRLQJ��LI�KDOWLQJ��GHPRFUDWLF�WUDQVLWLRQ³SUHFLRXV�UHVRXUFHV�WKDW�FRXOG�KDYH�JRQH�LQWR�WKH
LQWHUGLFWLRQ�RI�LOOLFLW�GUXJV�KDYH�LQVWHDG�EHHQ�GLYHUWHG�WR�HQVXUH�SXEOLF�RUGHU�

3ROLF\�,QLWLDWLYHV��7RJR�LV�QRZ�ZRUNLQJ�PHWKRGLFDOO\�WRZDUG�SUHYHQWLQJ�WKH�IUHH�IORZ�RI�LOOHJDO�GUXJV
IURP�HQWHULQJ�WKH�FRXQWU\��,Q�DQ�HIIRUW�WR�PHHW�LWV�REOLJDWLRQV�XQGHU�WKH������81�'UXJ�&RQYHQWLRQ�
7KH�*27�RXWOLQHG�D�1DWLRQDO�'UXJ�6WUDWHJ\�LQ�������7KH�VWUDWHJ\��GHWDLOHG�LQ�D�PDMRU�SDSHU�SURGXFHG
E\�WKH�0LQLVWU\�RI�,QWHULRU�HQWLWOHG��7KH�'UXJ�0HQDFH�LQ�7RJR���GHILQHV�REVWDFOHV�WKH�*27
HQFRXQWHUV�LQ�FRPEDWLQJ�WKH�LOOLFLW�QDUFRWLF�WUDGH��VXFK�DV�EXGJHWDU\�GLIILFXOWLHV�DQG�WKH�SUREOHPV
SRVHG�E\�WKH�FRXQWU\
V�SRURXV�ERUGHUV��7KH�VWUDWHJ\�DOVR�VHWV�IRUWK�WKUHH�NH\�REMHFWLYHV�



,PSURYLQJ�WKH�0DQDJHPHQW�RI�'UXJ�&RQWURO�WKURXJK�SURPRWLQJ�UHVHDUFK�LQ�GUXJ�VXSSO\�DQG
GHPDQG�DQG�LPSURYLQJ�FRRUGLQDWLRQ�RI�DFWLRQ�LQ�ILJKWLQJ�DJDLQVW�GUXJV�

5HGXFLQJ�VXSSO\�WKURXJK�UHLQIRUFHPHQW�RI�FRRSHUDWLRQ�DPRQJ�DJHQFLHV�E\�FUHDWLQJ�D
FRQILGHQWLDO�GDWDEDQN��FRPSULVHG�RI�GDWD�IURP�DOO�DJHQFLHV��ZLWK�DOO�DJHQFLHV�KDYLQJ�FRPPRQ
DFFHVV��UHLQIRUFLQJ�FRRSHUDWLRQ�DQG�PDQDJHPHQW�FRQWUROV�DPRQJ�FRPSHWLQJ�VHFXULW\�DJHQFLHV
ZLWK�RYHUODSSLQJ�DXWKRULW\�LQ�WKH�DUHD�RI�HTXLSPHQW�DQG�KXPDQ�UHVRXUFHV���1RWH��&XUUHQWO\�WKH
1DWLRQDO�3ROLFH�IRFXV�RQ�GUXJ�LQWHUGLFWLRQ�LQ�FLWLHV�DQG�DW�WKH�/RPH�7RNRLQ�,QWHUQDWLRQDO
$LUSRUW��7KH�1DWLRQDO�*HQGDUPHULH�DOVR�ZRUNV�DW�WKDW�DLUSRUW�DV�ZHOO�DV�LQ�QRQ�XUEDQ�DUHDV�DQG
DORQJ�WKH�ERUGHUV��7KH�&XVWRPV�6HUYLFH�DOVR�KDQGOHV�ERUGHU�FRQWUROV���&RPEDWLQJ�LOOHJDO
SURGXFWLRQ�WKURXJK�ODZ�HQIRUFHPHQW�DQG�HUDGLFDWLRQ�PHDVXUHV��FRPEDWLQJ�PRQH\�ODXQGHULQJ�RI
GUXJ�IXQGV��DQG�FRPEDWLQJ�DOO�OHYHOV�RI�WKH�LOOHJDO�VXSSO\LQJ�RI�GUXJV��IURP�WKH�LQGLY LGXDO�ZKR�LV
DEXVLQJ�D�SUHVFULSWLRQ�WR�WKH�GUXJ�NLQJSLQ�ZKR�WUDQVVKLSV�NLORV�RI�KHURLQ�RU�FRFDLQH�WKURXJK
7RJR�

5HGXFLQJ�WKH�GHPDQG�LQ�GUXJV�E\�UHLQIRUFLQJ�SUHYHQWLYH�DFWLRQV�WKURXJK�WKH�PHGLD��LQFOXGLQJ
HGXFDWLRQ�DQG�GUXJ�DZDUHQHVV�FDPSDLJQV��HQIRUFLQJ�UHKDELOLWDWLRQ��LQFOXGLQJ�GHWR[LILFDWLRQ�DQG
SRVW��FXUH��FRXQVHOLQJ�DQG�VXSSRUW��DQG�UHLQIRUFLQJ�UHKDELOLWDWLRQ�E\�GHYHORSLQJ�WUDLQLQJ
DFWLYLWLHV�DQG�SURYLGLQJ�DVVLVWDQFH�WR�IRUPHU�DGGLFWV�

,Q�DQ�HIIRUW�WR�LPSOHPHQW�WKH�QDWLRQDO�VWUDWHJ\��WKH�*27�KDV�FDOOHG�RQ�GRQRU�FRXQWULHV�IRU����PLOOLRQ�
7KLV�IXQGLQJ�ZRXOG�EH�XVHG�WR�FUHDWH�PDQ\�QHZ�SURJUDPV�VXFK�DV�D�PDULWLPH�WDUJHWLQJ�XQLW��WZR�KHDOWK
FHQWHUV��DQG�D�UHKDELOLWDWLRQ�FHQWHU��7KH�SODQ�FDOOV�IRU�GHYHORSPHQW�RI�D�QHZ�FRXQWHUQDUFRWLFV
LQIUDVWUXFWXUH��DWWDFNLQJ�WKH�WUDQVVKLSPHQW�RI�QDUFRWLFV�DV�ZHOO�DV�WDUJHWLQJ�PDMRU�GUXJ�WUDIILFNHUV�DQG
RUJDQL]DWLRQV�

$JUHHPHQWV�DQG�7UHDWLHV��7RJR�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��7RJR�GRHV�QRW�KDYH�DQ
H[WUDGLWLRQ�WUHDW\�ZLWK�WKH�8QLWHG�6WDWHV��7KH�*27�KDV�VLJQHG�D�TXDGULSDUWLWH�DJUHHPHQW�ZLWK
SURYLVLRQV�WR�ILJKW�DJDLQVW�LOOHJDO�GUXJ�WUDIILFNLQJ�ZLWK�WKH�JRYHUQPHQWV�RI�*KDQD��%HQLQ��DQG�1LJHULD
�LQFOXGLQJ�WKH�H[WUDGLWLRQ�RI�FULPLQDOV���,Q�'HFHPEHU�������7RJR�VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW
7UDQVQDWLRQDO�2UJDQL]HG�&ULPH�DQG�LWV�SURWRFROV�

%LODWHUDO�&RRSHUDWLRQ��7RJR�KRVWHG�WKH�(&2:$6�+HDGV�RI�6WDWH�DQG�*RYHUQPHQWV�&RQIHUHQFH�LQ
'HFHPEHU�������ZKLFK�FUHDWHG�DQ�,QWHU�*RYHUQPHQWDO�*URXS�RI�$FWLRQ�$JDLQVW�0RQH\�/DXQGHULQJ�LQ
:HVW�$IULFD��7KLV�ZDV�D�VLJQLILFDQW�PLOHVWRQH��IRU�7RJR
V������GUXJ�ODZ�SHQDOL]HV�ILQDQFLDO�WUDQVDFWLRQV
DW�WKH�VDPH�OHYHO�DV�QDUFRWLFV�VPXJJOLQJ�RU�VHOOLQJ�

'UXJ�)ORZ�7UDQVLW��*27�DXWKRULWLHV�LQYROYHG�ZLWK�FRXQWHUQDUFRWLFV�FRQWLQXHG�WKHLU�LQWHUGLFWLRQ
HIIRUWV�GLUHFWHG�SULPDULO\�DW�SRUWV�RI�HQWU\��6HL]XUHV�DW�WKH�/RPH
V�7RNRLQ�,QWHUQDWLRQDO�$LUSRUW�KDYH
LQFUHDVHG�ZLWK�DQ�DYHUDJH�VPXJJOHU�WU\LQJ�WR�HQWHU�WKH�FRXQWU\�ZLWK�DSSUR[LPDWHO\�RQH�NLORJUDP�RI
KHURLQ�RU�FRFDLQH��8VXDOO\�FRXULHUV�VZDOORZ�EDOORRQV�ILOOHG�ZLWK�WKH�LOOLFLW�GUXJV��6R�IDU��WKH�SURILOH�RI
VPXJJOHUV�LV�VSOLW�������EHWZHHQ�$IULFDQV��PDLQO\�1LJHULDQV��DQG�(XURSHDQV��0RVW�KHURLQ�FRXULHUV
KDYH�XVHG�WKH�DLU�FDUULHU�(WKLRSLDQ�$LUZD\V��ZKLFK�KDV�FRQQHFWLQJ�VHUYLFH�IURP�3DNLVWDQ�LQ�$GGLV
$EDED��7KH�*27�QRZ�SXEOLFO\�UHOHDVHV�SLFWXUHV�RI�VPXJJOHUV�WR�PHGLD�RXWOHWV��LQFOXGLQJ�QDWLRQDO
WHOHYLVLRQ�DQG�ORFDO�QHZVSDSHUV��WKLV�LV�LQ�DFFRUGDQFH�ZLWK�WKH������GUXJ�ODZ���7KH�PRVW�UHFHQW�DUUHVW
LQYROYHG�D�1LJHULDQ�QDWLRQDO�DUULYLQJ�DW�WKH�7RNRLQ�,QWHUQDWLRQDO�$LUSRUW�LQ�1RYHPEHU��7KH�1LJHULDQ
KDG�VZDOORZHG�����NLORJUDPV�RI�KHURLQ��UHSRUWHGO\�SXUFKDVHG�LQ�3DNLVWDQ��/RFDO�QHZVSDSHUV�SXEOLVKHG
KLV�SLFWXUH�DQG�D�VWRU\�GHWDLOLQJ�KLV�SRVVLEOH�SXQLVKPHQW�RI����WR����\HDUV�LQ�SULVRQ�DQG�DQ�DSSUR[LPDWH
���������ILQH�

'UXJ�3URJUDPV�'HPDQG�5HGXFWLRQ��+HURLQ�DQG�FRFDLQH�DUH�UHDGLO\�DYDLODEOH�LQ�/RPH��7KH
1DWLRQDO�1DUFRWLF�&RQWURO�%RDUG�FRQWLQXHV�ZLWK�WKHLU�SURDFWLYH�PHDVXUHV�VLPLODU�WR�WKH�'�$�5�(�
SURJUDP�LQ�WKH�8QLWHG�6WDWHV��7KURXJK�WKH�FUHDWLYH�XVH�RI�VRFFHU�JDPHV�DPRQJ�\RXWK�JURXSV
WKURXJKRXW�WKH�FRXQWU\��WKH�&RPPLWWHH�KDV�VSUHDG�WKH�ZRUG�DERXW�WKH�GDQJHUV�RI�GUXJ�XVH�DQG
WUDIILFNLQJ�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

7KH�SULPDU\�8�6��JRDO�LV�WR�KHOS�WKH�*27�FRPEDW�WUDQVQDWLRQDO�QDUFRWLFV�VPXJJOLQJ�WKURXJK�DVVLVWLQJ
WKH�*27�LQ�LPSURYLQJ�LWV�DELOLW\�WR�LQWHUGLFW�LOOLFLW�QDUFRWLFV�HQWHULQJ�7RJR�DQG�WR�SURVHFXWH�WKRVH
WUDIILFNHUV�ZKR�DUH�FDXJKW��7RJR
V�UHDOL]DWLRQ�RI�WKH�WKUHDW�IURP�QDUFRWLFV�WUDIILFNLQJ��DQG�LWV�H[FHOOHQW
SODQQLQJ�UHVSRQVH�WR�WKDW�WKUHDW�LV�WKH�SUHUHTXLVLWH�WR�SURJUHVV��%XW�DFWXDOO\�DFKLHYLQJ�WKH�ZHOO�WKRXJKW�
RXW�JRDOV�LQ�7RJR
V�SODQ�ZLOO�EH�GLIILFXOW�EHFDXVH�RI�WKH�KDUG�IDFW�RI�WKH�FRXQWU\
V�RQJRLQJ�SROLWLFDO
FULVLV�DQG�WKH�UHVXOWLQJ�YHU\�SRRU�VWDWH�RI�7RJR
V�ILQDQFHV�



Tunisia

,��6XPPDU\

7XQLVLD
V�UROH�DV�D�GUXJ�WUDQVVKLSPHQW�SRLQW�LV�OLPLWHG��EXW�WKH�JRYHUQPHQW�KDV�FRQWLQXHG�LWV
FRRSHUDWLRQ�ZLWK�QHLJKERULQJ�VWDWHV�DQG�ZLWK�LQWHUQDWLRQDO�ERGLHV�WR�LQWHUGLFW�GUXJ�VKLSPHQWV��7XQLVLD
LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��,Q������7XQLVLD�SDVVHG�GUXJ�HQIRUFHPHQW�OHJLVODWLRQ�WR
LPSOHPHQW�WKH�FRQYHQWLRQ��7XQLVLD�LV�DOVR�SDUW\�WR�WKH�$UDE�&RQYHQWLRQ�$JDLQVW�,OOHJDO�7UDIILFNLQJ�,Q
'UXJV�$QG�3V\FKRWURSLF�6XEVWDQFHV��7KH�JRYHUQPHQW�KDV�DQ�DFWLYH�DQWLGUXJ�HGXFDWLRQ�SURJUDP�
IRFXVLQJ�RQ�\RXWK��,Q�'HFHPEHU�������7XQLVLD�VLJQHG�WKH�81�&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO
2UJDQL]HG�&ULPH�DQG�LWV�SURWRFROV�

,,��6WDWXV�RI�WKH�&RXQWU\

7XQLVLD�LV�QRW�D�VLJQLILFDQW�GUXJ�WUDQVVKLSPHQW�SRLQW��DQG�GRHV�QRW�SOD\�D�VLJQLILFDQW�UROH�LQ�PRQH\
ODXQGHULQJ�RU�SUHFXUVRU�FKHPLFDO�SURGXFWLRQ��7XQLVLD�LV�D�WUDQVLW�SRLQW�IRU�KDVKLVK�IURP�0RURFFR�EHLQJ
VPXJJOHG�WR�(XURSH��:KLOH�FRQVXPSWLRQ�RI�QDUFRWLFV�ZDV�SUHYLRXVO\�YLUWXDOO\�XQNQRZQ�DQG�UHPDLQV
OLPLWHG��GUXJ�XVH��LQFOXGLQJ�RI�FRFDLQH��HFVWDV\��PDULMXDQD��DQG�FDQQDELV��KDV�LQFUHDVHG�LQ�UHFHQW�\HDUV�
SULPDULO\�DW�KLJK�VFKRROV��XQLYHUVLWLHV��DQG�WRXULVW�UHVRUWV��7KHUH�LV�QR�UHOLDEOH�LQIRUPDWLRQ�DERXW
ZKHWKHU�VFDWWHUHG�SURGXFWLRQ�RI�FDQQDELV�LQ�QRUWKHUQ�7XQLVLD��ZKLFK�ZDV�OHJDOO\�FXOWLYDWHG�IRU�ORFDO
XVH�LQ�SUH�LQGHSHQGHQFH�7XQLVLD��FRQWLQXHV�LOOLFLWO\�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

$FFRPSOLVKPHQWV��,Q�-XO\�������D�FRXUW�LQ�WKH�7XQLVLDQ�FLW\�RI�6ID[��7XQLVLD
V�VHFRQG�ODUJHVW�FLW\�
FRQYLFWHG�WKH�GHIHQGDQWV�LQ�D�FDVH�LQ�ZKLFK����GHIHQGDQWV�ZHUH�LQYROYHG�DQG�����NLORJUDPV�RI�HFVWDV\
ZHUH�VHL]HG��,Q�1RYHPEHU�������D�7XQLV�FRXUW�KHDUG�D�FRPSOH[�QDUFRWLFV�FDVH�LQYROYLQJ����GHIHQGDQWV
RI�GLIIHUHQW�QDWLRQDOLWLHV��PDLQO\�)UHQFK�DQG�7XQLVLDQV��DFFXVHG�RI�SRVVHVVLQJ�DQG�WUDIILFNLQJ�LQ�KHURLQ�
7KHVH�WZR�FDVHV�LQGLFDWH�VRPH�LQFUHDVH�LQ�LQWHUQDWLRQDO�GUXJ�WUDIILFNLQJ�WR�DQG�WKURXJK�7XQLVLD��7KH
7XQLVLDQ�SUHVV�KDV�UHFHQWO\�EHJXQ�WR�UHSRUW�RQ�PDMRU�GUXJ�FDVHV��ZLWK�VRPH�DOOHJDWLRQV�WKDW�ZHDOWK\�
ZHOO�FRQQHFWHG�IDPLOLHV�DUH�LQYROYHG��7KH�VXEMHFW �RI�QDUFRWLFV�WUDIILFNLQJ�UHPDLQV�VRPHZKDW
VWLJPDWL]HG�DQG�SXEOLF�GLVFXVVLRQ�LV�OLPLWHG�

&RUUXSWLRQ��7KHUH�GRHV�QRW�DSSHDU�WR�EH�ZLGHVSUHDG�GUXJ�UHODWHG�JRYHUQPHQW�FRUUXSWLRQ��,Q�DQ�HIIRUW
WR�FRQWURO�GUXJ�UHODWHG�FRUUXSWLRQ��WKH������GUXJ�ODZ�SURYLGHV�IRU�VHQWHQFHV�WR�EH�GRXEOHG�LI�WKH�FULPH
LV�FRPPLWWHG�E\�D�GUXJ�HQIRUFHPHQW�RIILFLDO�RU�SHUVRQ�LQYROYHG�LQ�WKH�DGPLQLVWUDWLRQ�RU�JXDUGLQJ�RI
GUXJ�ZDUHKRXVHV�RU�GHSRWV�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

7KH�8�6��VXSSRUWV�7XQLVLDQ�HIIRUWV�WR�FRPSO\�IXOO\�ZLWK�WKH������81�&RQYHQWLRQ��DQG�VHHNV�7XQLVLDQ
VXSSRUW�IRU�8�6��LQWHUQDWLRQDO�DQWLQDUFRWLFV�LQLWLDWLYHV��7KHUH�LV�QR�8�6��7XQLVLD�ELODWHUDO�QDUFRWLFV
DJUHHPHQW��DQG�WKHUH�KDV�EHHQ�QR�UHFHQW�8�6��DVVLVWDQFH�WR�WKH�*27�RQ�FRXQWHUQDUFRWLFV�PDWWHUV��7KH
8�6��LQ�WKH�SDVW�SURYLGHG�QDUFRWLFV�UHODWHG�WUD LQLQJ�DVVLVWDQFH�LQ�PDULWLPH�VHFXULW\�IRU�7XQLVLDQ
FXVWRPV�RIILFLDOV�

United Arab Emirates

,��6XPPDU\

$OWKRXJK�LW�LV�QRW�D�GUXJ�SURGXFLQJ�FRXQWU\��WKH�8$(�LV�D�FURVVURDGV�IRU�ZHVW�HDVW�WUDGH�DQG�LV
SUR[LPDWH�WR�PDMRU�GUXJ�SURGXFLQJ�DQG�WUDQVLW�FRXQWULHV��LQFOXGLQJ�$IJKDQLVWDQ��3DNLVWDQ��,UDQ�DQG
,QGLD��,W�KDV�����NLORPHWHUV�RI�FRDVWOLQH��LV�VLWXDWHG�LQ�D�UHODWLYHO\�DIIOXHQW�UHJLRQ��DQG�KDV�D�GRPHVWLF
EDQNLQJ�V\VWHP�WKDW�RQO\�UHFHQWO\��'HFHPEHU�������DGRSWHG�IRUPDO�DQWL�PRQH\�ODXQGHULQJ�UHJXODWLRQV�
7KHVH�IDFWRUV��FRPELQHG�ZLWK�WKH�FRXQWU\
V�ODLVVH]�IDLUH�DWWLWXGH�WRZDUG�WUDGH��PDNH�LW�YXOQHUDEOH�WR
QDUFRWLFV�WUDIILFNLQJ��$�UHOLDEOH�HVWLPDWH�RI�WKH�YROXPH�DQG�W\SH�RI�GUXJ�WUDIILFNLQJ�LV�QRW�FXUUHQWO\
DYDLODEOH��LQ�SDUW�GXH�WR�OLPLWHG�VHL]XUH�GDWD��%XW�ULVLQJ�KHURLQ�DEXVH�LQ�WKH�8$(�DV�UHSRUWHG�LQ�WKH
PHGLD�DQG�DUUHVWV�RI�GUXJ�FRXULHUV�SODQQLQJ�WR�WUDQVLW�RU�ZKR�KDYH�DOUHDG\�WUDQVLWHG�WKH�8$(�DUH
HYLGHQFH�IRU�FRQFHUQ��7KH�IDLOXUH�RI�UHFHQWO\�DGRSWHG�PRQH\�ODXQGHULQJ�PHDVXUHV�WR�FULPLQDOL]H�VXFK
DFWLYLW\�DGGV�WR�8$(
V�YXOQHUDELOLW\�

3XEOLVKHG�VWDWLVWLFV�RQ�QDUFRWLFV�VHL]XUHV�DQG�GRPHVWLF�DGGLFWLRQ�UHYHDO�D�JURZLQJ�GUXJ�SUREOHP�DPRQJ
8$(�DQG�WKLUG�FRXQWU\�QDWLRQDOV�ZKLFK��ZKLOH�QRW�VLJQLILFDQW�E\�8�6 �VWDQGDUGV��LV�QRWDEOH�JLYHQ�WKH
FRXQWU\
V�KDUVK�GUXJ�ODZV��2IILFLDOV�RI�WKH�0LQLVWU\�RI�,QWHULRU
V�)HGHUDO�'UXJ�(QIRUFHPHQW�$JHQF\
KDYH�LQIRUPHG�8�6��RIILFLDOV�WKDW�KHURLQ�LV�WKHLU�PDLQ�FRQFHUQ��DOWKRXJK�WKH�PDMRULW\�RI�GUXJ�VHL]XUHV



DUH�RI�KDVKLVK�UDWKHU�WKDQ�KHURLQ��RSLXP��RU�FRFDLQH��7KLV�'UXJ�(QIRUFHPHQW�$JHQF\�LV�WDVNHG�ZLWK
FRRUGLQDWLQJ�GUXJ�HQIRUFHPHQW�HIIRUWV�DPRQJ�WKH�VHYHQ�HPLUDWHV�FRPSULVLQJ�WKH�8$(��DV�ZHOO�DV
H[HFXWLQJ�QDWLRQDO�DQWLGUXJ�VWUDWHJ\��7KH�8$(�JRYHUQPHQW�LV�D�SDUW\�WR�WKH������81�'UXJ
&RQYHQWLRQ�DQG�LV�FRPPLWWHG�WR�WKH�ILJKW�DJDLQVW�LQWHUQDWLRQDO�QDUFRWLFV�WUDIILFNLQJ�DQG�QDUFRWLFV
DEXVH�

,,��6WDWXV�RI�&RXQWU\

$�PDMRU�ILQDQFLDO�FHQWHU�DQG�UHJLRQDO�KXE�IRU�DLU�WUDYHO��FRPPHUFLDO�VKLSSLQJ�DQG�WUDGH��WKH�8$(�DOVR
LV�D�WUDQVVKLSPHQW�SRLQW�IRU�LOOHJDO�QDUFRWLFV�IURP�WKH�GUXJ�FXOWLYDWLQJ�UHJLRQV�RI�6RXWK�DQG�6RXWKZHVW
$VLD�WR�$IULFD�DQG�(XURSH��6RPH�DQDO\VWV�HVWLPDWH�WKDW�OHVV�WKDQ�RQH�SHUFHQW�RI�WKH�GUXJV�OLNHO\
WUDQVLWLQJ�WKH�(PLUDWHV�UHDFKHV�WKH�8QLWHG�6WDWHV��7KH�8$(�VHL]HG�D�QLQH�WRQ�VKLSPHQW�RI�PLVODEHOHG
DFHWLF�DQK\GULGH��D�FKHPLFDO�XVHG�WR�PDNH�RSLXP�LQWR�KHURLQ��HQ�URXWH�IURP�,QGLD�WR�$IJKDQLVWDQ�LQ
������DGGLWLRQDO�HYLGHQFH�RI�D�8$(�WUDQVVKLSPHQW�UROH�LQ�WKH�UHJLRQDO�GUXJ�WUDGH�

,OOHJDO�WUDIILFNLQJ�RFFXUV�PDLQO\�LQ�WKH�QRUWKHUQ�HPLUDWHV�GXH�WR�WKH�HPHUJHQFH�RI�'XEDL�DQG�6KDUMDK�DV
UHJLRQDO�FHQWHUV�LQ�WKH�WUDQVSRUWDWLRQ�RI�SDVVHQJHUV�DQG�FDUJR��D�SRURXV�ODQG�ERUGHU�ZLWK�2PDQ��DQG
WKH�SUHVHQFH�RI�DFWLYH��IUHH�WUDGH�]RQHV��LQ�DOO�WKH�HPLUDWHV�EXW�$EX�'KDEL��'UXJ�FRXULHUV�LQWHQGLQJ�WR
WUDYHO�WKURXJK�WKH�8$(�DUH�URXWLQHO\�DUUHVWHG�DW�DLUSRUWV�LQ�3DNLVWDQ��DQG�PDQ\�RWKHU�FRXULHUV�DUUHVWHG
LQ�$IULFDQ�DLUSRUWV�FDUULHG�WKHLU�$IJKDQ�KHURLQ�FDUJR�WKURXJK�'XEDL�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

3ROLF\�,QLWLDWLYHV��7KH�JRYHUQPHQW�RI�WKH�8$(��8$(*��FR�KRVWHG�D�GUXJ�FRQIHUHQFH�LQ�2FWREHU
�����ZLWK�WKH�81'3�DQG�SUHVHQWHG�D�QDWLRQDO�GUXJ�FRQWURO�VWUDWHJ\�WDUJHWLQJ�ERWK�WKH�VXSSO\�RI�DQG
GHPDQG�IRU�LOOHJDO�GUXJV��6XSSO\�UHGXFWLRQ�LQLWLDWLYHV�LQFOXGH�WKH�IRUPDWLRQ�RI�D�FRXQWHUQDUFRWLFV�IRUFH
ZLWKLQ�WKH�8$(�&RDVW�*XDUG��HVWDEOLVKPHQW�RI�VSHFLDO�GUXJ�WDVN�IRUFHV�WKURXJKRXW�WKH�HPLUDWHV�
UHJLVWUDWLRQ�RI�FRQYLFWHG�GUXJ�RIIHQGHUV�LQWR�D�FHQWUDO�GDWDEDVH�WR�GHQ\�HQWU\�DW�ERUGHU�SRLQWV�
DVVLJQPHQW�RI�VSHFLDOO\�WUDLQHG�FRXQWHU�QDUFRWLFV�RIILFHUV�WR�DOO�ERUGHU�SRLQWV�WR�SURILOH�SRWHQWLDO
WUDIILFNHUV��LQFUHDVHG�FRRSHUDWLRQ�ZLWK�QHLJKERULQJ�FRXQWULHV�UHJDUGLQJ�LQIRUPDWLRQ�H[FKDQJH�DQG�GUXJ
VHL]XUHV��PRQLWRULQJ�RI�SUHFXUVRU�FKHPLFDOV�WR�HQVXUH�WKHLU�OHJLWLPDWH�XVH��DQG�WKH�VLJQLQJ�RI
DQWLQDUFRWLFV�DJUHHPHQWV�ZLWK�3DNLVWDQ�DQG�,QGLD��7KH�8$(�FRQWLQXHV�WR�IRUPXODWH�D�QDWLRQDO�GUXJ
GHPDQG�UHGXFWLRQ�SODQ��7KLV�SODQ�LV�H[SHFWHG�WR�IRFXV�RQ�GHVLJQLQJ�SURJUDPV�WR�HQVXUH�WKDW�DOO�8$(
FLWL]HQV�KDYH�VXLWDEOH�HPSOR\PHQW��UHFHLYH�LQFHQWLYHV�WR�OHDG�VWDEOH�IDPLO\�RULHQWHG�OLYHV��DQG�DUH
SURYLGHG�ILQDQFLDO�LQFHQWLYHV�WR�FRRSHUDWH�ZLWK�SROLFH�LQ�GHWHFWLQJ�GUXJ�FULPHV��,Q�FRQMXQFWLRQ�ZLWK
UHGXFLQJ�GHPDQG��WKH�8$(*�KDV�HVWDEOLVKHG�GUXJ�WUHDWPHQW�FHQWHUV�IRU�WKRVH�LGHQWLILHG�DV�DGGLFWV�

8$(�DXWKRULWLHV�FRQWLQXH�WR�SDUWLF LSDWH�LQ�LQWHUQDWLRQDO�DQWLGUXJ�IRUD��7KH�8$(*�KDV�EHHQ�YHU\
UHFHSWLYH�WR�6WDWH�'HSDUWPHQW��'($��8�6��&RDVW�*XDUG��DQG�RWKHU�DJHQF\�VSRQVRUHG�WUDLQLQJ�RQ
PRQH\�ODXQGHULQJ��GUXJ�HGXFDWLRQ��WUHDWPHQW��DQG�SUHYHQWLRQ�SURJUDPV�

$JUHHPHQWV�DQG�7UHDWLHV��7KH�8�6��GRHV�QRW�KDYH�DQ�H[WUDGLWLRQ�WUHDW\�RU�D�PXWXDO�OHJDO�DVVLVWDQFH
WUHDW\�ZLWK�WKH�8$(��7KH�8$(�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�DQG�RWKHU�PXOWLODWHUDO�RU
ELODWHUDO�FRXQWHUQDUFRWLFV�FRQYHQWLRQV��LQFOXGLQJ�DJUHHPHQWV�ZLWK�3DNLVWDQ�DQG�,QGLD��7KH�8$(*�KDV
DOVR�VLJQHG�D�QXPEHU�RI�0HPRUDQGD�RI�8QGHUVWDQGLQJ�ZLWK�RWKHU�JRYHUQPHQWV��LQFOXGLQJ�WKH�8�6��DQG
8�.�

/DZ�(QIRUFHPHQW��,Q������WKH�8$(*�HVWDEOLVKHG�LWV�ILUVW�UHJLRQDO�QDUFRWLFV�OLDLVRQ�RIILFH�LQ
,VODPDEDG��3DNLVWDQ��DQG�LV�HYDOXDWLQJ�DQ�LQLWLDWLYH�WR�HVWDEOLVK�D�QHWZRUN�RI�OLDLVRQ�RIILFHV��8$(
RIILFLDOV�KDYH�LGHQWLILHG�D�UHTXLUHPHQW�IRU�D�GDWD�FHQWHU�WR�FRRUGLQDWH�QDUFRWLFV�UHODWHG�LQIRUPDWLRQ
WKURXJKRXW�WKH�8$(�DQG�KDYH�WDNHQ�SUHOLPLQDU\�PHDVXUHV�WR�HVWDEOLVK�D�FRXQWU\ZLGH�GDWDEDVH�

:KLOH�SXQLVKPHQW�IRU�GUXJ�RIIHQVHV�LV�VHYHUH��HQIRUFHPHQW�LV�KDPSHUHG�E\�WKH�DEVHQFH�RI�OHJDO
SURYLVLRQV�DOORZLQJ�DVVHW�IRUIHLWXUH��7KH�PLQLPXP�VHQWHQFH�IRU�LQGLYLGXDOV�FRQYLFWHG�RI�XVLQJ�GUXJV�LQ
WKH�8$(�LV�IRXU�\HDUV��RU�VHYHQ�\HDUV�LI�WKHUH�DOVR�LV�D�SRVVHVVLRQ�FKDUJH��,Q������WKH�GHDWK�VHQWHQFH
ZDV�LPSRVHG�RQ�D�&DQDGLDQ�FLWL]HQ�IRU�SRVVHVVLRQ�ZLWK�LQWHQW�WR�GLVWULEXWH�QDUFRWLFV��ODWHU�FRPPXWHG
WR�OLIH�LQ�SULVRQ��1R�GHDWK�VHQWHQFH�KDV�HYHU�EHHQ�FDUULHG�RXW�LQ�WKH�8$(�

6RPH�8$(�VXFFHVVHV�ZLWK�VKDOORZ�ZDWHU�LQWHUGLFWLRQV�KDYH�SURPSWHG�QDUFRWLFV�WUDIILFNHUV�WR�XVH
DOWHUQDWH�URXWHV��SDUWLFXODUO\�2PDQ
V�YDVW�������NP�FRDVWOLQH�IRU�RYHUODQG�VPXJJOLQJ�DFURVV�WKH�8$(�
2PDQ�ERUGHU��,Q�UHVSRQVH��WKH�8$(*�KDV�LQFUHDVHG�ERUGHU�SDWUROV�XWLOL]LQJ�HQKDQFHG�PRQLWRULQJ
HTXLSPHQW�

5HFRJQL]LQJ�WKH�QHHG�IRU�LQFUHDVHG�PRQLWRULQJ�DW�WKHLU�FRPPHUFLDO�VKLSSLQJ�SRUWV�DQG�ERUGHUV��WKH
8$(*�LV�PDNLQJ�HIIRUWV�WR�WLJKWHQ�LQVSHFWLRQV�RI�FDUJR�FRQWDLQHUV�WUDQVLWLQJ�WKH�8$(���2YHU�WZR



PLOOLRQ�FRQWDLQHUV�HQWHUHG�WKH�HPLUDWH�RI�'XEDL�LQ��������&XVWRPV�RIILFLDOV�DUH�UDQGRPO\�VHDUFKLQJ
FRQWDLQHUV�DQG�IROORZLQJ�XS�OHDGV�RI�VXVSLFLRXV�FDUJR��7KH�8$(*�LV�LQ�WKH�SURFHVV�RI�SURFXULQJ�VWDWH�
RI�WKH�DUW�HTXLSPHQW��ZKLFK�DOORZV�IRU�UDSLG��WKRURXJK�VHDUFKHV�RI�VKLSSLQJ�FRQWDLQHUV�DQG�YHKLFOHV�

&RUUXSWLRQ��8$(�RIILFLDOV�DJJUHVVLYHO\�SXUVXH�DQG�DUUHVW�LQGLYLGXDOV�LQYROYHG�LQ�LOOHJDO�QDUFRWLFV
WUD IILFNLQJ�DQG�RU�DEXVH��7KHUH�LV�QR�HYLGHQFH�WKDW�FRUUXSWLRQ�RI�SXEOLF�RIILFLDOV�LV�D�SUREOHP�

'RPHVWLF�3URJUDPV��'HPDQG�5HGXFWLRQ���8$(�DXWKRULWLHV�DFNQRZOHGJH�WKDW�QDUFRWLFV
FRQVXPSWLRQ�LV�DQ�LQFUHDVLQJ�SUREOHP�DPRQJ�WKH�ORFDO�SRSXODWLRQ��7KH�IRFXV�RI�WKH�8$(
JRYHUQPHQW
V�GRPHVWLF�SURJUDP�LV�WR�UHGXFH�GHPDQG�WKURXJK�SXEOLF�DZDUHQHVV�FDPSDLJQV�GLUHFWHG�DW
\RXQJ�SHRSOH�DQG�WKH�HVWDEOLVKPHQW�RI�UHKDELOL WDWLRQ�FHQWHUV��8$(�RIILFLDOV�EHOLHYH�WKDW�DGKHUHQFH�WR
,VODPLF�UHOLJLRXV�PRUHV�DQG�WKH�LPSRVLWLRQ�RI�VHYHUH�SULVRQ�VHQWHQFHV�IRU�SHUVRQV�FRQYLFWHG�RI�GUXJ
RIIHQVHV�DUH�HIIHFWLYH�GHWHUUHQWV�WR�QDUFRWLFV�DEXVH��7KH�8$(*�KDV�HVWDEOLVKHG�WUHDWPHQW�DQG
UHKDELOLWDWLRQ�SURJUDPV��8QGHU�IHGHUDO�ODZ��QDWLRQDOV�ZKR�DUH�DGGLFWHG�FDQ�SUHVHQW�WKHPVHOYHV�WR�WKH
SROLFH�RU�WR�D�UHKDELOLWDWLRQ�FHQWHU�DQG�EH�H[HPSWHG�IURP�FULPLQDO�SURVHFXWLRQ��3DWLHQWV�XQGHUJR�D�WZR�
\HDU�GUXJ�UHKDELOLWDWLRQ�SURJUDP�WKDW�LQFOXGHV�IDPLO\�FRXQVHOLQJ�WKHUDS\��1DWLRQDOV�ZKR�GR�QRW�WXUQ
WKHPVHOYHV�LQ�WR�ORFDO�DXWKRULWLHV�DUH�UHIHUUHG�WR�WKH�FRXUWV�IRU�SURVHFXWLRQ��7KLUG�FRXQWU\�QDWLRQDOV�RU
�JXHVW�ZRUNHUV���DSSUR[LPDWHO\����SHUFHQW�RI�WKH�8$(
V�SRSXODWLRQ��FRQYLFWHG�RI�QDUFRWLFV�RIIHQVHV
JHQHUDOO\�UHFHLYH�SULVRQ�VHQWHQFHV�DQG�WKHQ�DUH�GHSRUWHG�XSRQ�FRPSOHWLQJ�WKHLU�VHQWHQFHV�

'UXJ�)ORZ�7UDQVLW��7KH�YROXPH�RI�OHJLWLPDWH�FRPPHUFLDO�WUDGH�YLD�WKH�8$(
V�PDQ\�DLU�DQG�VHDSRUWV
PDNHV�LW�GLIILFXOW�WR�GHWHFW�LOOHJDO�GUXJ�VPXJJOLQJ�RSHUDWLRQV��:KLOH�WKH�8$(
V�JHRJUDSKLFDO�ORFDWLRQ�
ODUJH�VKLSSLQJ�DQG�WUDQVLW�LQIUDVWUXFWXUH��DQG�HPSKDVLV�RQ�D�VWUHDPOLQHG�PRYHPHQW�RI�FDUJR�FRXOG
DWWUDFW�QDUFRWLF�WUDIILFNLQJ�RUJDQL]DWLRQV��WKHUH�KDYH�EHHQ�QR�ODUJH�RU�FRQWDLQHUL]HG�GUXJ�VHL]XUHV�LQ�WKH
8$(��,QIRUPDWLRQ�FRPSLOHG�IURP�DUUHVWV�DQG�VHL]XUH�GDWD�LQ�RWKHU�WUDQVLW�DQG�GHVWLQDWLRQ�FRXQWULHV
GRFXPHQWV�D�WUDQVVKLSPHQW�UROH�IRU�WKH�8$(��EXW�WKH�PDJQLWXGH�RI�WKDW�UROH�LV�QRW�FOHDU��1R�RIILFLDO
FRXQWU\ZLGH�VWDWLVWLFV�DUH�DYDLODEOH�LQ�WKH�SXEOLF�GRPDLQ��QRU�KDYH�DQ\�VLJQLILFDQW�8$(�UHODWHG�GUXJ
VHL]XUHV�RFFXUUHG�LQ�FRXQWU\��$UUHVW�DQG�VHL]XUH�LQIRUPDWLRQ�IURP�RWKHU�FRXQWULHV��KRZHYHU��VXSSRUWV�D
JURZLQJ�ERG\�RI�RSLQLRQ�WKDW�QDUFRWLFV�VPXJJOLQJ�IURP�6RXWK�DQG�6RXWKZHVW�$VLD�WR�(XURSH�DQG
$IULFD�YLD�WKH�8$(�LV�LQFUHDVLQJ��+DVKLVK��KHURLQ�DQG�RSLXP�VKLSPHQWV�RULJLQDWH�PDLQO\�LQ
$IJKDQLVWDQ��SDVV�WKURXJK�3DNLVWDQ�DQG�,UDQ��DQG�DUH�VPXJJOHG�WR�WKH�8$(�LQ�FDUJR�FRQWDLQHUV�RU�RQ
VPDOO�YHVVHOV�DQG�SRZHUERDWV��VRPHWLPHV�DUULYLQJ�RYHUODQG�WKURXJK�2PDQ��7KH�DPRXQW�RI�WKH�8�6�
KHURLQ�PDUNHW�VXSSOLHG�IURP�6RXWK�$VLD�LV�ORZ��HVWLPDWHV�UDQJH�IURP�ILYH�WR����SHUFHQW���DQG�LW�LV
XQOLNHO\�WKDW�WKH�KHURLQ�WKDW�UHDFKHV�WKH�8�6��WKURXJK�WKH�8$(�LV�LQ�DQ�DPRXQW�VXIILFLHQW�WR�KDYH�D
VLJQLILFDQW�HIIHFW�RQ�WKH�8�6�

/RFDO�SUHVV�UHSRUWV�WKH�VWUHHW�YDOXH�RI�RQH�NLORJUDP�RI�3DNLVWDQL�KDVKLVK�WR�EH�86'�������LQ�$EX
'KDEL�DQG�86'�������LQ�'XEDL��3ULFHV�DUH�VDLG�WR�EH�KLJKHU�LQ�WKH�UHODWLYHO\�PRUH�DIIOXHQW�$EX�'KDEL
DQG�'XEDL�HPLUDWHV�

,9��8�6��3ROLF\�,QLWLDWLYHV�DQG�3URJUDPV

8�6��*RYHUQPHQW�SROLF\�VHHNV�FRQWLQXHG�DQG�HQKDQFHG�SDUWLFLSDWLRQ�E\�WKH�8$(*�LQ�SURJUDPV
GHDOLQJ�ZLWK�QDUFRWLFV�WUDIILFNLQJ��WKH�GLYHUVLRQ�RI�SUHFXUVRU�FKHPLFDOV��DQG�PRQH\�ODXQGHULQJ��,Q�����
WKH�8$(�SDUWLFLSDWHG�LQ�UHJLRQDO�WUDLQLQJ�SURJUDPV�ZLWK�3DNLVWDQ�DQG�2PDQ�WR�LPSURYH�PDULWLPH
QDUFRWLFV�LQWHUGLFWLRQ�

%LODWHUDO�&RRSHUDWLRQ��$OWKRXJK�WKH�8$(�KDV�QR�ELODWHUDO�QDUFRWLFV�DJUHHPHQW�ZLWK�WKH�8�6���8$(
DXWKRULWLHV�FRRSHUDWH�ZLOOLQJO\�ZLWK�8�6��LQYHVWLJDWLYH�HIIRUWV�WR�WKH�H[WHQW�SRVVLEOH�XQGHU�8$(�ODZ�
8$(�RIILFLDOV�DUH�HDJHU�WR�HQJDJH�LQ�H[FKDQJH�SURJUDPV�ZLWK�8�6��'UXJ�(QIRUFHPHQW�$GPLQLVWUDWLRQ
SHUVRQQHO�

7KH�5RDG�$KHDG��7KH�8�6��ZLOO�FRQWLQXH�WR�VXSSRUW�WKH�8$(*
V�HIIRUWV�DJDLQVW�LOOLFLW�QDUFRWLFV
W UDIILFNLQJ�DQG�PRQH\�ODXQGHULQJ��7KH�86*�ZLOO�HQFRXUDJH�WKH�8$(*�WR�IRFXV�HQIRUFHPHQW�HIIRUWV�RQ
GLVPDQWOLQJ�PDMRU�WUDIILFNLQJ�RUJDQL]DWLRQV�DQG�SURVHFXWLQJ�WKHLU�OHDGHUV��DQG�WR�HQDFW�DVVHW�IRUIHLWXUH
DQG�VHL]XUH�OHJLVODWLRQ�

Zambia
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=DPELD�LV�QRW�D�PDMRU�GUXJ�SURGXFHU�RU�H[SRUWHU��DQG�LW�LV�QRW�D�VLJQLILFDQW�GUXJ�WUDQVLW�FRXQWU\��EXW
0DQGUD[�KHDGHG�IRU�6RXWK�$IULFD�GRHV�WUDQVLW�=DPELD��7KHUH�LV��KRZHYHU��VRPH�FXOWLYDWLRQ�RI
FDQQDELV��7KH�=DPELDQ�'UXJ�(QIRUFHPHQW�&RPPLVVLRQ��'(&��FRRSHUDWHV�ZHOO�ZLWK�WKH�8�6��DQG
RWKHU�QDWLRQV
�ODZ�HQIRUFHPHQW�DJHQFLHV��EXW��WR�GDWH��WKHUH�KDYH�EHHQ�UHODWLYHO\�IHZ�SURVHFXWLRQV�RI



PDMRU�GUXJ�WUDIILFNHUV�LQ�=DPELD��7KHUH�LV�QR�TXHVWLRQ�RI�=DPELDQ�RIILFLDOV
�FRPPLWPHQW�WR�YLJRURXV
GUXJ�HQIRUFHPHQW��EXW�WKH�RYHUDOO�SURJUDP�VXIIHUV�IURP�D�ODFN�RI�UHVRXUFHV��=DPELD�LV�D�SDUW\�WR�WKH
�����81�'UXJ�&RQYHQWLRQ�

,,��6WDWXV�RI�&RXQWU\

3URGXFWLRQ�RI�GUXJV�LQ�=DPELD�LV�OLPLWHG��ZLWK�FXOWLYDWLRQ�RI�FDQQDELV�WKH�RQO\�VLJQLILFDQW�LVVXH�
&DQQDELV�LV�JURZQ�PRVWO\�LQ�UXUDO�DUHDV�DV�D�FDVK�FURS�VXSSOHPHQW�WR�VXEVLVWHQFH�DJULFXOWXUH��7KHUH�DUH
UHSRUWV�RI�VHL]XUHV�RI�=DPELDQ�RULJLQ�FDQQDELV�LQ�QHLJKERULQJ�VWDWHV��DQG�=DPELDQ�HQIRUFHPHQW
RIILFLDOV�VHL]HG�VL]HDEOH�TXDQWLWLHV�WKHPVHOYHV��=DPELD�LV�XQOLNHO\�WR�HPHUJH�DV�D�VLJQLILFDQW�VRXUFH�IRU
FDQQDELV��&DQQDELV�LV�XVHG�DPRQJ�WKH�XUEDQ�\RXQJ�DQG��WR�D�OHVVHU�GHJUHH��E\�YLOODJHUV�LQ�UXUDO�DUHDV�
1R�UHOLDEOH�VWDWLVWLFV�RQ�XVH�DUH�DYDLODEOH�

7KHUH�LV�D�VPDOO��EXW�UHSRUWHGO\�JURZLQJ�FRQVXPSWLRQ�RI�LPSRUWHG�GUXJV��LQFOXGLQJ�KHURLQ��FRFDLQH�
0DQGUD[��PHWKDTXDORQH�WDEOHWV���KDVKLVK��DQG�DPSKHWDPLQHV�E\�IRUHLJQHUV�UHVLGHQW�LQ�=DPELD�DV�ZHOO
DV�ZHDOWKLHU�\RXQJ�=DPELDQV��6RPH�RI�WKHVH�VDPH�GUXJV�DUH�WUDIILFNHG�WR�VRXWKHUQ�$IULFD��EXW�ZKLOH
WKHUH�KDYH�EHHQ�VHL]XUHV�DW�WKH�LQWHUQDWLRQDO�DLUSRUW�DQG�DW�ERUGHU�FURVVLQJV��WKLV�WUDIILFNLQJ�LV�OLPLWHG
LQ�VFRSH��ZLWK�WKH�H[FHSWLRQ�RI�0DQGUD[��ZKLFK�LV�PRGHUDWH�LQ�VFRSH�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

=DPELD�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��7KH������8�6��8.�([WUDGLWLRQ�7UHDW\�LV
DSSOLFDEOH�WR�=DPELD��$�'UXJ�&RQWURO�0DVWHU�3ODQ�ZDV�ODXQFKHG�LQ�2FWREHU�������7KH�REMHFWLYHV�RI
WKH�SODQ�DUH�UHVHDUFK�RQ�WKH�H[WHQW�RI�WKH�GUXJ�SUREOHP�DQG�GHPDQG�UHGXFWLRQ�WKURXJK�HQKDQFHG
SXEOLF�DZDUHQHVV�RI�WKH�GDQJHUV�RI�GUXJ�DEXVH��'XULQJ�WKH�ILUVW�\HDU�RI�WKH�SURMHFW��GUXJ�DZDUHQHVV
PDWHULDOV�ZHUH�GHYHORSHG�DQG�GLVWULEXWHG�WR�VFKRROV�LQ�WKUHH�SURYLQFHV��,Q�WKH�SDVW�\HDU�D�UDSLG
DVVHVVPHQW�VWXG\�RQ�WKH�H[WHQW�RI�GUXJ�DEXVH�LQ�=DPELD�ZDV�FDUULHG�RXW��7KH�SODQ�KDV�RQH�DGGLWLRQDO
\HDU�WR�UXQ�

,Q�-XO\�������GUXJ�GHWHFWLRQ�GRJ�NHQQHOV�ZHUH�RSHQHG�DW�WKH�=DPELDQ�'UXJ�(QIRUFHPHQW�&RPPLVVLRQ
�'(&��KHDGTXDUWHUV�LQ�/XVDND��7KH�NHQQHOV�ZHUH�IXQGHG�LQ�SDUW�E\�WKH�)LQQLVK�JRYHUQPHQW��)RXU
6RXWK�$IULFDQ�WUDLQHG�GRJV�ZHUH�IXQGHG�E\�WKH�81'&3��7KHUH�KDYH�EHHQ�QR�UHSRUWV�RI�GUXJ�VHL]XUHV
XVLQJ�WKH�GRJV��EXW�WKH\�ZRXOG�VHHP�WR�H[HUFLVH�D�GHWHUUHQW�HIIHFW�RQ�SRVVLEOH�YLRODWRUV�

$OVR�LQ�-XO\�������WKH�'(&�VSRQVRUHG�D�WZR�GD\�ZRUNVKRS�LQ�/XVDND�IRU�PHPEHUV�RI�SDUOLDPHQW�DQG
UHSUHVHQWDWLYHV�RI�FLYLO�VRFLHW\�RQ�WKH�LPSDFW�RI�GUXJ�WUDIILFNLQJ�DQG�PRQH\�ODXQGHULQJ�RQ�WKH�QDWLRQ�
$PRQJ�WKH�UHFRPPHQGDWLRQV�XQDQLPRXVO\�DGRSWHG�DW�WKH�ILQDO�SOHQDU\�VHVVLRQ�ZDV�WKDW�D�ELOO�RQ
SURKLELWLRQ�DQG�SUHYHQWLRQ�RI�PRQH\�ODXQGHULQJ��ZLWKGUDZQ�IURP�SDUOLDPHQW�E\�WKH�FDELQHW�DIWHU�D�ILUVW
UHDGLQJ��EH�UHLQWURGXFHG�WR�SDUOLDPHQW�E\�WKH�H[HFXWLYH�EUDQFK��7R�GDWH�WKLV�KDV�QRW�EHHQ�GRQH�

$V�RI�2FWREHU��WKH�'(&�KDG�PDGH�������QDUFRWLFV�DUUHVWV�IRU�WKH�\HDU�������:KLOH�WKH�ODUJH�PDMRULW\
RI�WKHVH�ZHUH�ORZ�OHYHO�=DPELDQ�FXOWLYDWRUV��VWUHHW�WUDIILFNHUV�DQG�DEXVHUV�����6RPDOLV�DQG����FLWL]HQV
RI�WKH�'HPRFUDWLF�5HSXEOLF�RI�WKH�&RQJR�ZHUH�DOVR�DUUHVWHG��'XULQJ�WKH�VDPH�SHULRG��WKH�'(&
REWDLQHG�����FRQYLFWLRQV�IRU�QDUFRWLFV�UHODWHG�FULPHV��'XULQJ�WKH�ILUVW����PRQWKV�RI�WKH�\HDU��=DPELDQ
HQIRUFHPHQW�RIILFLDOV�VHL]HG�DOPRVW���07�RI�FDQQDELV�DQG�PRUH�WKDQ�����NLORJUDPV�RI�0DQGUD[�DQG
RWKHU�V\QWKHWLF�GUXJV�DQG�SLOOV�
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7KH�8�6��FRQWULEXWHG����XVHG�FRPSXWHUV�DQG�PRQLWRUV�WR�WKH�'(&�DQG����GUXJ�WHVW�NLWV�IRU�XVH�DW
LQWHUQDWLRQDO�DLUSRUWV�DQG�ERUGHU�FURVVLQJV��,Q�ODWH�'HFHPEHU�������D�WHDP�RI�8�6��&XVWRPV�DQG�,16
H[SHUWV�ZHUH�SUHSDULQJ�WR�YLVLW�=DPELD
V�ERUGHU�ZLWK�7DQ]DQLD�DV�SDUW�RI�D�MRLQW�SURMHFW�WR�LPSURYH�ODZ
HQIRUFHPHQW�DQG��JHQHUDOO\��WR�LPSURYH�RSHUDWLRQV�DW�ODQG�ERUGHU�FURVVLQJV�LQ�VRXWKHUQ�DQG�HDVWHUQ
$IULFD�

Zimbabwe

,��6XPPDU\

=LPEDEZH�LV�QRW�D�PDMRU�SURGXFHU��VXSSOLHU�RU�H[SRUWHU�RI�LOOLFLW�QDUFRWLFV��'UXJ�XVH�LQ�=LPEDEZH�LV
JHQHUDOO\�OLPLWHG�WR�FDQQDELV��WKH�PDMRULW\�RI�ZKLFK�LV�LPSRUWHG�IURP�0DODZL��0R]DPELTXH�DQG
=DPELD��$OWKRXJK�=LPEDEZH�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�DQG�UDWLILHG�WKH�6$'&
�6RXWKHUQ�$IULFDQ�'HYHORSPHQW�&RPPXQLW\��3URWRFRO�RQ�1DUFRWLFV�&RRSHUDWLRQ��D�XQLILHG
JRYHUQPHQW�SURJUDP�RI�SUHYHQWLRQ�DQG�HQIRUFHPHQW�UHPDLQV�ODUJHO\�XQIXQGHG�DQG�LQDFWLYH��=LPEDEZH
KDV�QHLWKHU�UHTXHVWHG��QRU�KDV�LW�UHFHLYHG�86*�DVVLVWDQFH�LQ�WKH�SDVW�WZR�\HDUV��2Q�$SULO�����������WKH



8�6��=LPEDEZH�H[WUDGLWLRQ�WUHDW\�HQWHUHG�LQWR�IRUFH��,Q�'HFHPEHU�������=LPEDEZH�VLJQHG�WKH�81
&RQYHQWLRQ�$JDLQVW�7UDQVQDWLRQDO�2UJDQL]HG�&ULPH�

,,��6WDWXV�RI�&RXQWU\

3URGXFWLRQ��FXOWLYDWLRQ�DQG�WUDIILFNLQJ�RI�QDUFRWLFV�LQ�=LPEDEZH�DUH�UDWKHU�OLPLWHG��DV�LV�WKH
SURGXFWLRQ�RI�SUHFXUVRU�FKHPLFDOV��$OWKRXJK�FDQQDELV�LV�FXOWLYDWHG�LQ�WKH�UXUDO�DUHDV�RQ�D�VPDOO�VFDOH
IRU�ORFDO�XVH��PRVW�FDQQDELV�DYDLODEOH�LQ�=LPEDEZH�LV�LPSRUWHG�IURP�QHLJKERULQJ�FRXQWULHV�VXFK�DV
0DODZL��0R]DPELTXH�DQG�=DPELD��+DVKLVK��FRFDLQH��KHURLQ�DQG�/6'�DUH�RWKHU�QDUFRWLFV�WKDW�KDYH
EHHQ�QRWHG�LQ�YHU\�OLPLWHG�TXDQWLWLHV�LQ�ODUJHU�XUEDQ�DUHDV�VXFK�DV�+DUDUH��%XODZD\R��DQG�*ZHUX�
8QDIIRUGDEOH�WR�WKH�PDLQVWUHDP�SRSXODWLRQ��WKHVH�GUXJV�DUH�JHQHUDOO\�XVHG�E\�D�IHZ�DIIOXHQW�VXEXUEDQ
\RXWKV��=LPEDEZH�KDV�DOVR�EHHQ�LGHQWLILHG�DV�D�WUDQVVKLSPHQW�SRLQW�IRU�0DQGUD[��0HWKDTXDORQH���D
GUXJ�SURGXFHG�LQ�,QGLD�DQG�3DNLVWDQ�IRU�GLVWULEXWLRQ�LQ�6RXWK�$IULFD��6RPH�FRFDLQH�ERXQG�IRU�6RXWK
$IULFD�WUDQVLWV�=LPEDEZH��WKLV�WUDIILF�LV�XQGHU�WKH�FRQWURO�RI�1LJHULDQV�

,,,��&RXQWU\�$FWLRQV�$JDLQVW�'UXJV�LQ�����

7KH�LPSOHPHQWDWLRQ�RI�D�ILYH�\HDU�'UXJ�&RQWURO�0DVWHU�3ODQ�FRPPHQFHG�LQ�-DQXDU\������DQG�VWUHVVHG
IRXU�VSHFLILF�DUHDV�RI�FRQFHUQ��SUHYHQWLRQ��WUHDWPHQW��UHKDELOLWDWLRQ�DQG�ODZ�HQIRUFHPHQW��+RZHYHU�
ODZ�HQIRUFHPHQW�DXWKRULWLHV�DUH�QRW�SUHVHQWO\�HQJDJHG�LQ�VSHFLILF�SURJUDPV�WR�FRPEDW�GUXJ�XVH�
SURGXFWLRQ�RU�WUDQVVKLSPHQW��DQG�YLHZ�WKH�DQWLQDUFRWLFV�HIIRUW�DV�PLQRU�LQ�FRPSDULVRQ�ZLWK�RWKHU�ODZ
HQIRUFHPHQW�FKDOOHQJHV�WKDW�WKH\�URXWLQHO\�IDFH��3ROLFH�KDYH�VHL]HG�OLPLWHG�TXDQWLWLHV�RI�QDUFRWLFV�DQG
RIIHQGHUV�KDYH�EHHQ�SURVHFXWHG�LQ�WKH�FRXUWV��EXW�WKHVH�DFWLRQV�DUH�JHQHUDOO\�FRQVLGHUHG�E\�SURGXFWV�RI
ODZ�HQIRUFHPHQW�DFWLYLWLHV�RWKHU�WKDQ�WKRVH�LQ�WKH�FRXQWHUQDUFRWLFV�DUHQD��7KHUH�DUH�QR�NQRZQ
LQGLFDWRUV�WR�GHPRQVWUDWH�RU�VXJJHVW�WKDW�JRYHUQPHQW�RIILFLDOV�DUH�HQJDJHG�LQ�RU�HQFRXUDJH�LOOLFLW�GUXJ
SURGXFWLRQ�RU�GLVWULEXWLRQ�
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=LPEDEZH
V�SUREOHPV�ZLWK�LOOLFLW�GUXJV�DSSHDU�WR�EH�UHODWLYHO\�VPDOO��FHUWDLQO\�LQ�FRPSDULVRQ�ZLWK
PDQ\�QHLJKERULQJ�FRXQWULHV��6WLOO��LW�LV�XQIRUWXQDWH�WKDW�WKH�*2=
V�LQWHUHVW�LQ�WKH�FRXQWHUQDUFRWLFV
DUHQD�DSSHDUV�WR�KDYH�EHHQ�VLGHOLQHG�E\�D�PRUH�SUHVVLQJ��\HW�FRQWURYHUVLDO��SROLWLFDO�DJHQGD�
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Introduction

&KHPLFDO�GLYHUVLRQ�FRQWURO�LV�D�SURDFWLYH�DQG�VWUDLJKWIRUZDUG�VWUDWHJ\�WR�GHQ\�WUDIILFNHUV�WKH�FKHPLFDOV
WKH\�PXVW�KDYH�WR�PDQXIDFWXUH�LOOLFLW�GUXJV��,W�LQYROYHV�WKH�UHJXODWLRQ�RI�OLFLW�FRPPHUFH�LQ�WKH
FKHPLFDOV�PRVW�QHFHVVDU\�IRU�GUXJ�PDQXIDFWXUH�WR�HQVXUH�WKDW�RQO\�WUDQVDFWLRQV�IRU�ZKLFK�OHJLWLPDWH
HQG�XVHV�KDYH�EHHQ�HVWDEOLVKHG�DUH�SHUPLWWHG�WR�SURFHHG��WKHUHE\�SUHYHQWLQJ�WKH�GLYHUVLRQ�RI�GUXJ�
SURGXFLQJ�FKHPLFDOV�IURP�OLFLW�WUDGH�WR�LOOLFLW�GUXJ�PDQXIDFWXUH��&KHPLFDO�FRQWURO�LV�D�FRVW�HIIHFWLYH
VWUDWHJ\�WR�SUHYHQW�WKH�PDQXIDFWXUH�RI�LOOLFLW�GUXJV�WKURXJK�WKH�UHJXODWLRQ�RI�OLFLW�FRPPHUFH�

7KHUH�LV�ZLGHVSUHDG�LQWHUQDWLRQDO�FRPPHUFH�LQ�PDQ\�RI�WKH�FKHPLFDOV�UHTXLUHG�IRU�LOOLFLW�GUXJ
PDQXIDFWXUH��0DQ\�RI�WKHP�KDYH�H[WHQVLYH�FRPPHUFLDO�DSSOLFDWLRQV�DQG�DUH�DYDLODEOH�IURP�QXPHURXV
VRXUFH �FRXQWULHV��7KHUHIRUH��DQ�HVVHQWLDO�HOHPHQW�RI�HIIHFWLYH�LQWHUQDWLRQDO�FKHPLFDO�FRQWURO�LV�UDSLG
LQWHUQDWLRQDO�H[FKDQJH�RI�LQIRUPDWLRQ�EHWZHHQ�FRPSHWHQW�QDWLRQDO�DXWKRULWLHV�RQ�SURSRVHG
WUDQVDFWLRQV�LQ�UHJXODWHG�FKHPLFDOV�LQ�RUGHU�WR�LGHQWLI\�DQG�VWRS�RU�VHL]H�WKRVH�VKLSPHQWV�LQYROYLQJ
FKHPLFDOV�OLNHO\�WR�EH�GLYHUWHG�WR�LOOLFLW�GUXJ�PDQXIDFWXUH��1DWLRQDO�FRQWURO�V\VWHPV�DORQH�FDQQRW
SUHYHQW�GLYHUVLRQ�

7KH�8�6��FRQWLQXHV�WR�VHHN�WKH�HVWDEOLVKPHQW�RI�IRUPDO�DQG�LQIRUPDO�PXOWLODWHUDO�PHFKDQLVPV�IRU�WKLV
LQIRUPDWLRQ�H[FKDQJH�

&KHPLFDO�FRQWURO�LV�D�VWUDWHJ\�WR�SUHYHQW�D�FULPH��,W�UHTXLUHV�WKH�H[DPLQDWLRQ�RI�SURSRVHG�FRPPHUFLDO
WUDQVDFWLRQV��WKH�EXON�RI�ZKLFK�DUH�OHJLWLPDWH³DQ�H[DPLQDWLRQ�WKDW�UHTXLUHV�FKHPLFDO�PDQXIDFWXUHUV
DQG�WUDGHUV�WR�SURYLGH�FRPPHUFLDO�LQIRUPDWLRQ�WR�WKH�H[SRUWLQJ�FRXQWU\
V�DXWKRUL WLHV��7KHVH�DXWKRULWLHV
PXVW�VKDUH�DW�OHDVW�D�SRUWLRQ�RI�WKLV�LQIRUPDWLRQ�ZLWK�RWKHU�JRYHUQPHQWV�WR�DVFHUWDLQ�WKH�OHJLWLPDF\�RI
WKH�SURSRVHG�HQG�XVH��DQG�WR�SUHYHQW�WUDIILFNHUV�IURP�WXUQLQJ�WR�DOWHUQDWLYH�FKHPLFDO�VRXUFH�FRXQWULHV
ZKHQ�WUDQVDFWLRQV�LQ�RQH�FRXQWU\�DUH�GHQLHG�

0DQ\�JRYHUQPHQWV�FRQVLGHU�FKHPLFDO�FRQWURO�D�WUDGH�LVVXH�WR�EH�KDQGOHG�E\�WUDGH�PLQLVWULHV�DJHQFLHV
ZLWK�D�ELDV�WRZDUGV�SURPRWLQJ��QRW�UHJXODWLQJ�WUDGH��,I�WKHVH�PLQLVWULHV�GR�QRW�DOORZ�VXIILFLHQW�VFRSH
IRU�UHJXODWRU\�DQG�ODZ�HQIRUFHPHQW�PHDVXUHV�LQ�VXSSRUW�RI�FKHPLFDO�FRQWURO��WKH\�PD\�XQZLWWLQJO\
XQGHUPLQH�WKLV�HIIHFWLYH�DQWLGUXJ�VWUDWHJ\��7UDGH�PLQLVWU\�WHQGV�WR�UHLQIRUFH�WKH�UHOXFWDQFH�RI
FRPSDQLHV�WR�VKDUH�LQIRUPDWLRQ�ZLWK�WKHLU�JRYHUQPHQWV�WKDW�ZLOO�LQ�WXUQ�EH�VKDUHG�ZLWK�RWKHU
JRYHUQPHQWV��IRU�IHDU�RI�LWV�UHDFKLQJ�FRPSHW LWRUV��7KLV�FRQFHUQ�LV�XQIRXQGHG��7KHUH�LV�QR�HYLGHQFH
WKDW�WKH�VXEVWDQWLDO�PXOWLODWHUDO�FKHPLFDO�LQIRUPDWLRQ�H[FKDQJH�V\VWHP�QRZ�LQ�SODFH�KDV�EHHQ�DEXVHG
E\�VWDWHV�RU�ILUPV�WR�JDLQ�FRPSHWLWLYH�DGYDQWDJH�

7R�EH�HIIHFWLYH��PXOWLODWHUDO�FKHPLFDO�FRQWURO�PHFKDQLVPV�PXVW�SURYLGH�IRU�WKH�H[FKDQJH�RI
LQIRUPDWLRQ�QHFHVVDU\�IRU�WKH�IXOO�LPSOHPHQWDWLRQ�RI�QDWLRQDO�FKHPLFDO�FRQWURO�UHJLPHV��LQFOXGLQJ
SURFHGXUHV�IRU�LGHQWLI\LQJ�DQG�EULQJLQJ�XQGHU�FRQWURO�VXEVWLWXWH�FKHPLFDOV��ZKLOH�UHVSHFWLQJ�WKH
OHJLWLPDWH�FRPPHUFLDO�LQWHUHVWV�LQYROYHG��$�NH\�HOHPHQW�LV�JUHDWHU�UHFRJQLWLRQ�WKDW�FKHPLFDO�FRQWURO�LV
DOVR�D�ODZ�HQIRUFHPHQW�VWUDWHJ\�WR�EH�DGPLQLVWHUHG�LQ�FRRSHUDWLRQ�ZLWK�ODZ�HQIRUFHPHQW�DJHQFLHV�WR
FXUE�FULPLQDO�DFWLYLW\�

7R�UHLQIRUFH�WKHVH�PXOWLODWHUDO�PHFKDQLVPV��FRXQWULHV�PXVW�DOVR�HVWDEOLVK�HIIHFWLYH�QDWLRQD O�FKHPLFDO
FRQWURO�UHJLPHV��ZLWK�DGPLQLVWUDWLYH�VWUXFWXUHV�WR�VXSSRUW�WKHP�

,QWHUQDWLRQDO�)UDPHZRUN�IRU�&KHPLFDO�&RQWURO
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&KHPLFDO�&RQWUROV



7KH�QHHG�IRU�FKHPLFDO�FRQWURO�KDV�EHHQ�LQWHUQDWLRQDOO\�DFFHSWHG��$UWLFOH����RI�WKH������8QLWHG
1DWLRQV�&RQYHQWLRQ�DJDLQVW�,OOLFLW�7UDIILF�LQ�1DUFRWLF�'UXJV�DQG�3V\FKRWURSLF�6XEVWDQFHV�������81
'UXJ�&RQYHQWLRQ��HVWDEOLVKHV�WKH�REOLJDWLRQ�DQG�LQWHUQDWLRQDO�VWDQGDUGV�IRU�SDUWLHV�WR�WKH�&RQYHQWLRQ
WR�FRQWURO�WKHLU�FKHPLFDO�FRPPHUFH�WR�SUHYHQW�GLYHUVLRQ�WR�LOOLFLW�GUXJ�PDQXIDFWXUH�DQG�WR�FRRSHUDWH
ZLWK�RQH�DQRWKHU��7KH�WZR�WDEOHV�RI�WKH�$QQH[�WR�WKH�&RQYHQWLRQ�OLVW����FKHPLFDOV�DV�WKRVH�PRVW
QHFHVVDU\�IRU�GUXJ�PDQXIDFWXUH�DQG��WKHUHIRUH��VXEMHFW�WR�FRQWURO�

,Q�������WKH�,QWHU�$PHULFDQ�'UXJ�$EXVH�&RQWURO�&RPPLVVLRQ�RI�WKH�2UJDQL]DWLRQ�RI�$PHULFDQ�6WDWHV
�&,&$'��DSSURYHG�0RGHO�5HJXODWLRQV�IRU�WKH�FRQWURO�RI�GUXJ�UHODWHG�FKHPLFDOV�WKDW�VHW�D�KLJK
VWDQGDUG�IRU�JRYHUQPHQW�DFWLRQ��,Q�-XQH�������WKH�0RGHO�5HJXODWLRQV�ZHUH�XSGDWHG�WR�FRYHU�DOO�WKH
FKHPLFDOV�LQFOXGHG�LQ�WKH������81�'UXJ�&RQYHQWLRQ��DQG�WR�VWUHQJWKHQ�GRPHVWLF�DQG�LQWHUQDWLRQDO
FKHPLFDO�FRQWUROV�DQG�HQIRUFHPHQW�SURYLVLRQV�DQG�DXWKRULWLHV��0DQ\�/DWLQ�$PHULFDQ�FRXQWULHV�KDYH
DGRSWHG�FKHPLFDO�FRQWURO�ODZV�DQG�UHJXODWLRQV�EDVHG�RQ�WKH�&,&$'�0RGHO�5HJXODWLRQV�

7KH�8QLWHG�6WDWHV�DQG�RWKHU�JRYHUQPHQWV�XVH�WKH�DQQXDO�PHHWLQJV�RI�WKH�8QLWHG�1DWLRQV�&RPPLVVLRQ
RQ�1DUFRWLF�'UXJV��&1'��WR�SURPRWH�LQWHUQDWLRQDO�DFFHSWDQFH�RI�FKHPLFDO�FRQWURO�DQG�WR�KLJKOLJKW
HPHUJLQJ�FKHPLFDO�FRQWURO�FRQFHUQV��7KH�&1'�LV�DOVR�XVHG�WR�IRFXV�LQWHUQDWLRQDO�DWWHQWLRQ�RQ�WKH�XVH
E\�WUDIILFNHUV�RI�VXEVWLWXWH�FKHPLFDOV�LQ�SODFH�RI�WKRVH�FRQWUROOHG�XQGHU�LQWHUQDWLRQDO�FRQYHQWLRQV�
SDUWLFXODUO\�LQ�WKH�PDQXIDFWXUH�RI�V\QWKHWLF�GUXJV�VXFK�DV�PHWKDPSKHWDPLQH�

7KH�-XQH�������8QLWHG�1DWLRQV�*HQHUDO�$VVHPEO\�6SHFLDO�6HVVLRQ�'HYRWHG�WR�&RXQWHULQJ�WKH�:RUOG
'UXJ�3UREOHP�7RJHWKHU���81*$66��ZDV�DQ�LPSRUWDQW�YHKLFOH�IRU�SURPRWLQJ�FKHPLFDO�FRQWURO��7ZR�RI
WKH�ILYH�DFWLRQ�SODQV�DGRSWHG�E\�WKH�6SHFLDO�6HVVLRQ³WKRVH�GHDOLQJ�ZLWK�DPSKHWDPLQH�W\SH�VWLPXODQWV
DQG�WKHLU�SUHFXUVRUV�DQG�WKH�FRQWURO�RI�SUHFXUVRUV³ZHUH�GLUHFWO\�FRQQHFWHG�WR�FKHPLFDO�FRQWURO�

7KH�8�6��KDV�D�FKHPLFDO�FRQWURO�DJUHHPHQW�ZLWK�WKH�(XURSHDQ�8QLRQ��VLJQHG�RQ�0D\�����������,W�LV
SDUWLFXODUO\�YDOXDEOH�LQ�WKDW�LW�LQYROYHV�D����0HPEHU�6WDWH�RUJDQL]DWLRQ�UHSUHVHQWLQJ�PDQ\�RI�WKH
ZRUOG
V�PDMRU�FKHPLFDO�PDQXIDFWXULQJ�DQG�WUDGLQJ�QDWLRQV��,W�DOVR�LPSRUWDQWO\�SURYLGHV�IRU�WKH
H[FKDQJH�RI�LQIRUPDWLRQ�RQ�FKHPLFDO�WUDQVDFWLRQV�ZLWK�WKLUG�FRXQWULHV�

,Q�������0H[LFR�DQG�WKH�8QLWHG�6WDWHV�LQLWLDOHG�D�0HPRUDQGXP�RI�8QGHUVWDQGLQJ�RQ�FKHPLFDO�FRQWURO�
7KH�0HPRUDQGXP�DZDLWV�IRUPDO�VLJQDWXUH�

Diversion Methods
7KH�KXJH�WUDGH�LQ�FKHPLFDOV��ERWK�GRPHVWLF�DQG�LQWHUQDWLRQDO��RIIHUV�PXOWLSOH�RSSRUWXQLWLHV�IRU
WUDIILFNHUV�WR�REWDLQ�WKURXJK�GLYHUVLRQ�IURP�OHJLWLPDWH�FRPPHUFH�WKH�FKHPLFDOV�WKH\�UHTXLUH��7KH\�XVH
D�YDULHW\�RI�WDFWLFV��H[SORLWLQJ�OHJDO�DQG�UHJXODWRU\�ZHDNQHVVHV��WR�FLUFXPYHQW�QDWLRQDO�FKHPLFDO�FRQWURO
ODZV�DQG�UHJXODWLRQV��7KH�IROORZLQJ�DUH�VRPH�RI�WKH�PRUH�FRPPRQ�GLYHUVLRQ�PHWKRGV�

&KHPLFDOV�DUH�GLYHUWHG�IURP�GRPHVWLF�FKHPLFDO�SURGXFWLRQ�WR�LOOLFLW�LQ�FRXQWU\�GUXJ
PDQXIDFWXUH��7KLV�UHTXLUHV�WKH�GRPHVWLF�FDSDFLW\�WR�PDQXIDFWXUH�WKH�QHHGHG�FKHPLFDOV��FRXSOHG
ZLWK�SRRU�GRPHVWLF�FRQWUROV�RQ�WKHP�

&KHPLFDOV�DUH�LPSRUWHG�OHJDOO\�LQWR�GUXJ�SURGXFLQJ�FRXQWULHV�ZLWK�RIILFLDO�LPSRUW�SHUPLWV�DQG
VXEVHTXHQWO\�GLYHUWHG��7KH�IDLOXUH�RI�LPSRUWLQJ�FRXQWULHV�DGHTXDWHO\�WR�LQYHVWLJDWH�OHJLWLPDWH
HQG�XVH�EHIRUH�LVVXLQJ�LPSRUW�SHUPLWV��DQG�WKH�DFFHSWDQFH�E\�H[SRUWLQJ�FRXQWULHV�RI�LPSRUW
SHUPLWV�DV�VXIILFLHQW�SURRI�RI�OHJLWLPDWH�HQG�XVH�ZLWKRXW�DQ\�HIIRUW�DW�LQGHSHQGHQW�YHULILFDWLRQV
PDNH�WKLV�SRVVLEOH�

&KHPLFDOV�DUH�PDQXIDFWXUHG�LQ�RU�LPSRUWHG�E\�RQH�FRXQWU\��GLYHUWHG�IURP�GRPHVWLF�FRPPHUFH�
DQG�VPXJJOHG�LQWR�QHLJKERULQJ�GUXJ�SURGXFLQJ�FRXQWULHV��,QDGHTXDWH�LQWHUQDO�DQG�LPSRUW
FRQWUROV�DQG�ZHDN�ERUGHU�VHFXULW\�PDNH�WKLV�W\SH�RI�GLYHUVLRQ�SRVVLEOH�

&KHPLFDOV�DUH�PLVODEHOHG�WKURXJKRXW�D�WUDQVDFWLRQ��HLWKHU�GRPHVWLF�RU�LQWHUQDWLRQDO��DV�QRQ�
FRQWUROOHG�FKHPLFDOV��,Q�WKLV�FDVH��WKH�GLYHUVLRQ�WDNHV�SODFH�DW�WKH�PDQXIDFWXUHU�RU�GLVWULEXWRU
OHYHO��3RRU�GRPHVWLF�FRQWUROV�WKDW�SHUPLW�WKH�LQLWLDO�GLYHUVLRQ��FRXSOHG�ZLWK�WKH�LQDELOLW\�RI
HQIRUFHPHQW�RIILFLDOV�WR�YHULI\�WKH�WUXH�QDWXUH�RI�WKH�FKHPLFDOV��SHUPLW�WKLV�IRUP�RI�GLYHUVLRQ�

&KHPLFDOV�DUH�VKLSSHG�WR�FRXQWULHV�RU�UHJLRQV�ZKHUH�QR�V\VWHPV�H[LVW�IRU�WKHLU�FRQWURO��7KLV
RFFXUV�EHFDXVH�VRPH�FKHPLFDO�VRXUFH�FRXQWULHV�GR�QRW�LQVLVW�WKDW�H[SRUWV�RI�FRQWUROOHG
FKHPLFDOV�EH�RQO\�WR�FRXQWULHV�WKDW�KDYH�LQ�SODFH�YLDEOH��FRXQWU\ZLGH�UHJXODWRU\�V\VWHPV�

7KHVH�WDFWLFV�DUH�PDVNHG�E\�WKH�XVH�RI�IURQW�FRPSDQLHV��IDOVH�LQYRLFLQJ��PXOWLSOH�WUDQVVKLSPHQWV��XVH
RI�IUHH�WUDGH�]RQHV��DQG�DQ\�RWKHU�GHYLFH�WKDW�ZLOO�FRQFHDO�WKH�WUXH�QDWXUH�RI�WKH�SURGXFW��LWV�XOWLPDWH
UHFLSLHQW�RU�LWV�ILQDO�HQG�XVH�



7KHUH�LV�VRPH�UHF\FOLQJ�RI�WKH�VROYHQWV�XVHG�LQ�LOOLFLW�GUXJ�PDQXIDFWXUH��UHF\FOLQJ�FDQQRW�EH�XVHG�IRU
DFLGV��DONDOLQH�PDWHULDOV�RU�R[LGL]LQJ�DJHQWV��6LQFH�UHF\FOLQJ�UHTXLUHV�VRPH�VRSKLVWLFDWLRQ��DQG�WKHUH�LV�D
ORVV�RI�FKHPLFDO�ZLWK�HDFK�UHF\FOLQJ�SURFHVV��LW�LV�QRW�D�SUHIHUUHG�PHWKRG�IRU�XQVRSKLVWLFDWHG�KHURLQ
DQG�FRFDLQH�ODERUDWRULHV��7KH�FKHPLFDOV�XVHG�LQ�WKH�PDQXIDFWXUH�RI�V\QWKHWLF�GUXJV�VXFK
PHWKDPSKHWDPLQH�DQG�HFVWDV\�FDQ�QRW�EH�UHF\FOHG�

�����&KHPLFDO�'LYHUVLRQ�7UHQGV

5HFRJQLWLRQ�RI�WKH�LPSRUWDQFH�RI�FKHPLFDO�WUDFNLQJ�RSHUDWLRQV�ZDV�RQH�RI�WKH�PDMRU�GHYHORSPHQWV�LQ
FKHPLFDO�GLYHUVLRQ�FRQWURO�LQ�������,Q�VXFK�RSHUDWLRQV��FKHPLFDO�SURGXFLQJ��H[SRUWLQJ��WUDQVLW��DQG
LPSRUWLQJ�FRXQWULHV�FRRSHUDWH�LQ�WUDFNLQJ�VKLSPHQWV�RI�NH\�GUXJ�SUHFXUVRU�FKHPLFDOV�WR�SUHYHQW�WKHLU
GLYHUVLRQ��7R�EH�HIIHFWLYH��WUDFNLQJ�RSHUDWLRQV�PXVW�EH�GLUHFWHG�DW�D�FKHPLFDO�FHQWUDO�WR�WKH
PDQXIDFWXUH�RI�LOOLFLW�GUXJV�DQG�GLIILFXOW�WR�VXEVWLWXWH�LQ�WKH�PDQXIDFWXULQJ�SURFHVV��7KH\�PXVW�DOVR
LQFOXGH�WKH�SDUWLFLSDWLRQ�RI�DOO�WKH�PDMRU�FRXQWULHV�LQYROYHG�LQ�WKDW�FKHPLFDO
V�SURGXFWLRQ��WUDGH�DQG
XOWLPDWH�HQG�XVH�

2SHUDWLRQ�3XUSOH��D�YROXQWDU\�LQLWLDWLYH�ODXQFKHG�LQ������WR�WUDFN�VKLSPHQWV�RYHU�����NLORJUDPV�RI�WKH
NH\�FRFDLQH�SUHFXUVRU�SRWDVVLXP�SHUPDQJDQDWH��GHPRQVWUDWHG�WKH�HIIHFWLYHQHVV�RI�WKLV�VWUDWHJ\��,Q�WKH
ILUVW�HLJKW�PRQWKV�RI�������2SHUDWLRQ�3XUSOH�WUDFNHG�����VKLSPHQWV�WRWDOLQJ�RYHU�����������
NLORJUDPV�RI�SRWDVVLXP�SHUPDQJDQDWH��2I�WKHVH�����VKLSPHQWV�ZHUH�VWRSSHG�RU�VHL]HG��,Q�������IURP
LWV�LQFHSWLRQ�RQ�$SULO����WKURXJK�WKH�HQG�RI�WKH�\HDU��WKH�ILJXUHV�ZHUH�����VKLSPHQWV�WUDFNHG��WRWDOLQJ
����������NLORJUDPV��DQG����VKLSPHQWV�VWRSSHG�RU�VHL]HG��'XULQJ�������SDUWLFLSDWLRQ�LQ�2SHUDWLRQ
3XUSOH�JUHZ�IURP����WR����FRXQWULHV��,&32�,17(532/��DQG�WKH�:RUOG�&XVWRPV�2UJDQL]DWLRQ��7KH
81�,QWHUQDWLRQDO�1DUFRWLFV�&RQWURO�%RDUG�KDV�DVVXPHG�WKH�UROH�RI�FHQWUDO�FRRUGLQDWRU�RI�WKH
RSHUDWLRQ�

2QH�LQGLFDWLRQ�RI�WKH�LPSDFW�RI�2SHUDWLRQ�3XUSOH�LV�FKHPLFDO�DQDO\VLV�RI�UHFHQW�FRFDLQH�VHL]XUHV
VKRZLQJ�WKDW�RQO\�HLJKW�SHUFHQW�ZHUH�KLJKO\�R[LGL]HG��)RUPHUO\��������SHUFHQW�ZDV�LQ�WKH�KLJKO\
R[LGL]HG�UDQJH��3RWDVVLXP�SHUPDQJDQDWH�LV�QHHGHG�IRU�R[LGDWLRQ��+LJKO\�R[LGL]HG�FRFDLQH�LV�YHU\�ZKLWH
DQG�IOXII\��/RZHU�R[LGDWLRQ�UHVXOWV�LQ�D�GDUN��OXPS\�DQG�OHVV�DWWUDFWLYH�SURGXFW��$QRWKHU�LQGLFDWLRQ�LV
WKDW�WUDIILFNHUV�DUH�DWWHPSWLQJ�WR�PDQXIDFWXUH�WKHLU�RZQ�SRWDVVLXP�SHUPDQJDQDWH��,Q�������WKUHH
FODQGHVWLQH�SRWDVVLXP�SHUPDQJDQDWH�ODERUDWRULHV�ZHUH�XQFRYHUHG�LQ�&RORPELD�

7KH�3UHFXUVRU�&KHPLFDO�$FWLRQ�3ODQ��DGRSWHG�E\�WKH�-XQH������81*$66��LGHQWLILHG�SRWDVVLXP
SHUPDQJDQDWH�DQG�DFHWLF�DQK\GULGH�IRU�FRQWUROV�VWULFWHU�WKDQ�WKRVH�UHTXLUHG�E\�WKH������81�'UXJ
&RQYHQWLRQ��6SHFLILFDOO\��H[SRUWLQJ�FRXQWULHV�ZRXOG�EH�UHTXLUHG�WR�SURYLGH�SUH�H[SRUW�QRWLILFDWLRQ�RI
DQ\�VKLSPHQW�RI�WKH�FKHPLFDO�ZKHQ�UHTXHVWHG�E\�WKH�LPSRUWLQJ�FRXQWU\��7KLV�SURYLVLRQ�ZDV�D�PDMRU
IDFWRU�LQ�JDLQLQJ�LQLWLDO�DFFHSWDQFH�RI�2SHUDWLRQ�3XUSOH��,WV�VXEVHTXHQW�VXFFHVV�LV�LQFUHDVLQJ
DFFHSWDQFH�DQG�SDUWLFLSDWLRQ�

7KH�8�6��LQWURGXFHG�D�UHVROXWLRQ��DGRSWHG�E\�WKH�0DUFK������81�&RPPLVVLRQ�RQ�1DUFRWLF�'UXJV�
WKDW�ODXGHG�WKH�VXFFHVV�RI�2SHUDWLRQ�3XUSOH��XUJHG�LQFUHDVHG�SDUWLFLSDWLRQ��DQG�VXJJHVWHG�D�VLPLODU
LQLWLDWLYH�EH�FRQVLGHUHG�IRU�WKH�NH\�KHURLQ�SUHFXUVRU�FKHPLFDO�DFHWLF�DQK\GULGH��7KH�VSHFLDO�PHQWLRQ�RI
WKH�FKHPLFDO�LQ�WKH�81*$66�DFWLRQ�SODQ�ZDV�LPSRUWDQW�WR�WKH�UHVROXWLRQ
V�DGRSWLRQ�

,Q�UHVSRQVH��WKH�81�,QWHUQDWLRQDO�1DUFRWLFV�&RQWURO�%RDUG�LQ�2FWREHU������RUJDQL]HG�D�PHHWLQJ�RI
FKHPLFDO�GLYHUVLRQ�H[SHUWV�LQ�$QWDO\D��7XUNH\�WR�FRQVLGHU�D�WUDFNLQJ�RSHUDWLRQ�IRU�DFHWLF�DQK\GULGH�
7XUNH\�KRVWHG�WKH�PHHWLQJ��DVVLVWHG�LQ�LWV�RUJDQL]DWLRQ�DQG�SURYLGHG�JHQHURXV�VXSSRUW��7KH�PHHWLQJ
QRWHG�WKH�GLIIHUHQFHV�EHWZHHQ�SRWDVVLXP�SHUPDQJDQDWH�DQG�DFHWLF�DQK\GULGH��DFHWLF�DQK\GULGH�LV�PRUH
ZLGHO\�PDQXIDFWXUHG��KDV�PRUH�FRPPHUFLDO�XVHV��DQG�LV�WUDGHG�PRUH�H[WHQVLYHO\�LQ�LQWHUQDWLRQDO
PDUNHWV��$OVR��KHURLQ�LV�PDQXIDFWXUHG�LQ�PRUH�DUHDV�RI�WKH�ZRUOG��ZKHUHDV�FRFDLQH�PDQXIDFWXUH�LV
FRQFHQWUDWHG�LQ�WKH�$QGHDQ�UHJLRQ�

7KH�PHHWLQJ�GHFLGHG��GHVSLWH�WKH�JUHDWHU�GLIILFXOWLHV��WR�SURFHHG�ZLWK�DQ�DFHWLF�DQK\GULGH�WUDFNLQJ
RSHUDWLRQ�PRGHOHG�RQ�2SHUDWLRQ�3XUSOH��FDOOHG�2SHUDWLRQ�7RSD]��$�VWHHULQJ�JURXS�VXEVHTXHQWO\
HOHFWHG�,QGLD�DQG�WKH�8QLWHG�.LQJGRP�DV�FR�FKDLUV��HVWDEOLVKHG�����OLWHUV�DV�WKH�PLQLPXP�VKLSPHQW
VL]H�WR�EH�WUDFNHG��DQG�DJUHHG�WR�EHJLQ�WKH�RSHUDWLRQ�RQ�0DUFK���������

,Q�������$IJKDQLVWDQ�VROLGLILHG�LWV�SRVLWLRQ�DV�WKH�ZRUOG
V�ODUJHVW�SURGXFHU�RI�KHURLQ��$V�SDUW�RI�D
FRQFHUWHG�HIIRUW�WR�FXUE�WKLV�SURGXFWLRQ��WKH�8�6��SURSRVHG�D�SURYLVLRQ�LQ�D�81�6HFXULW\�&RXQFLO
VDQFWLRQV�UHVROXWLRQ�SURKLELWLQJ�WKH��VDOH��VXSSO\�RU�WUDQVIHU��RI�DFHWLF�DQK\GULGH�WR�WKH�7DOLEDQ�
FRQWUROOHG�DUHDV�RI�$IJKDQLVWDQ��6LQFH�$IJKDQLVWDQ�WRGD\�KDV�QR�OHJLWLPDWH�LQGXVWULDO�UHTXLUHPHQWV�IRU
DFHWLF�DQK\GULGH��VKLSPHQWV�RI�WKH�FKHPLFDO�UHDFKLQJ�WKH�FRXQWU\�DUH�EHLQJ�XVHG�IRU�KHURLQ
PDQXIDFWXUH��7KH�UHVROXWLRQ�DV�DGRSWHG��816&5�������LQFOXGHG�WKH�8�6�SURSRVDO��:KLOH�WKLV�ZLOO�QRW



VWRS�FKHPLFDO�VPXJJOLQJ��LW�SXWV�DFHWLF�DQK\GULGH�SURGXFLQJ��WUDGLQJ�DQG�WUDQVLW�FRXQWULHV�RQ�QRWLFH
WKDW�WKH\�VKRXOG�QRW�DXWKRUL]H�H[SRUWV�RI�WKH�FKHPLFDO�WR��RU�SHUPLW�LWV�WUDQVLW�WKURXJK�WKHLU�WHUULWRULHV
WR�WKH�7DOLEDQ�FRQWUROOHG�DUHDV�RI�$IJKDQLVWDQ�

7KH�FRQWLQXLQJ�JURZWK�LQ�WKH�DEXVH�RI�V\QWKHWLF�GUXJV�VXFK�DV�DPSKHWDPLQH�W\SH�VWLPXODQWV��$76�
DQG�HFVWDV\�ZDV�QRWHG�E\�WKH�-XO\������*���6XPPLW�KH OG�LQ�2NLQDZD��-DSDQ��$EXVH�RI�HFVWDV\�LV�PRUH
SUHYDOHQW�LQ�(XURSH��ZKLOH�$76�DEXVH�LV�PRUH�VR�LQ�$VLD�DQG�1RUWK�$PHULFD��DOWKRXJK�HFVWDV\�DEXVH�LV
DOVR�ULVLQJ�LQ�WKHVH�UHJLRQV��7KH�VXPPLW�OHDGHUV�FDOOHG�IRU�DQ�H[SHUW�OHYHO�PHHWLQJ�WR�FRQVLGHU�WKH
SUREOHP��-DSDQ�RUJDQL]HG�DQG�KRVWHG�WKH�PHHWLQJ�LQ�'HFHPEHU�������,Q�DGGLWLRQ�WR�*���PHPEHUV�
H[SHUWV�IURP�WKH�(XURSHDQ�8QLRQ�DQG�WKH�8QLWHG�1DWLRQV�,QWHUQDWLRQDO�'UXJ�&RQWURO�3URJUDP
SDUWLFLSDWHG�

7KH�*���H[SHUWV�LGHQWLILHG�FKHPLFDO�FRQWURO�DV�D�PDMRU�FRXQWHUPHDVXUH�DJDLQVW�V\QWKHWLF�GUXJ
PDQXIDFWXUH�DQG�WUDIILFNLQJ��$PRQJ�WKH�PHDVXUHV�FRQVLGHUHG�ZHUH�D�WUDFNLQJ�RSHUDWLRQ�IRU�NH\
V\QWKHWLF�GUXJ�SUHFXUVRU�FKHPLFDOV��JUHDWHU�FRRSHUDWLRQ�ZLWK�LQGXVWU\�LQ�LGHQWLI\LQJ�VXVSLFLRXV�RUGHUV�
DQG�WKH�UDSLG�PXOWLODWHUDO�VKDULQJ�RI�LQIRUPDWLRQ�WR�LGHQWLI\�QRQ�FRQWURO OHG�FKHPLFDOV�EHLQJ�VXEVWLWXWHG
IRU�FRQWUROOHG�FKHPLFDOV�LQ�WKH�LOOLFLW�V\QWKHWLF�GUXJ�PDQXIDFWXUH��*���PHPEHUV�LQWHQG�WR�XVH�WKH
DQQXDO�81�&RPPLVVLRQ�RQ�1DUFRWLF�'UXJV�PHHWLQJ��0DUFK�������WR�SURPRWH�WKHVH�LGHDV�LQ�WKLV�ODUJHU
IRUXP�RI�FRXQWULHV�PRVW�FRQFHUQHG�ZLWK�GUXJ�LVVXHV�

7KH�5RDG�$KHDG

7KH�GHYHORSPHQW�RI�WUDFNLQJ�RSHUDWLRQV�WDUJHWLQJ�VSHFLILF�FKHPLFDOV�KDV�LQFUHDVHG�DFFHSWDQFH�RI
FKHPLFDO�GLYHUVLRQ�FRQWURO�DV�DQ�LPSRUWDQW�FRXQWHUQDUFRWLFV�VWUDWHJ\��7KHLU�VXFFHVV��DQG�WKH�IDFW�RI
OLWWOH�RU�QR�RSSRVLWLRQ�IURP�LQGXVWU\��LV�DOVR�PXWLQJ�WKH�UHOXFWDQFH�RI�VRPH�JRYHUQPHQWV��RQ
FRPPHUFLDO�JURXQGV��WR�H[FKDQJH�LQIRUPDWLRQ�RQ�LQWHUQDWLRQDO�FKHPLFDO�WUDQVDFWLRQV�

2SHUDWLRQ�3XUSOH��WUDFNLQJ�SRWDVVLXP�SHUPDQJDQDWH��QHHGV�WR�EH�H[SDQGHG�LQ������WR�LQFOXGH�QRQ�
SDUWLFLSDWLQJ�FRXQWULHV�QRZ�UHFHLYLQJ�LQFUHDVHG�VKLSPHQWV�RI�SRWDVVLXP�SHUPDQJDQDWH��2SHUDWLRQ
7RSD]��WKH�QHZ�RSHUDWLRQ�WR�WUDFN�DFHWLF�DQK\GULGH��QHHGV�WR�EH�SURPRWHG�WR�HQFRXUDJH�ZLGHVSUHDG
SDUWLFLSDWLRQ��7KH�UHFRPPHQGDWLRQV�UHVXOWLQJ�IURP�WKH�*���H[SHUWV�PHHWLQJ�LQ�-DSDQ�RQ�V\QWKHWLF
GUXJV�QHHG�WR�EH�SURPRWHG�GXULQJ�WKH�0DUFK������&RPPLVVLRQ�RQ�1DUFRWLF�'UXJV�PHHWLQJ��7KDW
VHVVLRQ�ZLOO�DOVR�EH�DQ�RSSRUWXQLW\�WR�VWUHVV�WKH�EDQ�RQ�DFHWLF�DQK\GULGH�VKLSPHQWV�WR�$IJKDQLVWDQ
XQGHU�WKH�81�6HFXULW\�&RXQFLO�7DOLEDQ�VDQFWLRQV�UHVROXWLRQ��DQG�WR�H[FKDQJH�LGHDV�RQ�KRZ�WR�PDNH�LW
PRVW�HIIHFWLYH�

7KH�IRFXV�RQ�VSHFLILF�FKHPLFDOV��KRZHYHU��VKRXOG�QRW�EH�DW�WKH�H[SHQVH�RI�DWWHQWLRQ�WR�WKH�RWKHU
FKHPLFDOV�LQFOXGHG�LQ�WKH������81�'UXJ�&RQYHQWLRQ��7KH�QHHG�IRU�DGHTXDWH�FRQWUROV�RQ�DOO�FKHPLFDOV
LQFOXGHG�LQ�WKH������81�'UXJ�&RQYHQWLRQ�UHPDLQV�D�SULRULW\��0RUH�ZRUN�DOVR�QHHGV�WR�EH�GRQH�DW�WKH
QDWLRQDO�DQG�LQWHUQDWLRQDO�OHYHO�LQ�WKH�LGHQWLILFDWLRQ�DQG�FRQWURO�RI�VXEVWLWXWH�FKHPLFDOV��SDUWLFXODUO\
WKRVH�XVHG�LQ�WKH�PDQXIDFWXUH�RI�V\QWKHWLF�GUXJV�

Major Chemical Source Countries

7KH�FRXQWULHV�GLVFXVVHG�LQ�WKLV�VHFWLRQ�DUH�WKRVH�ZLWK�ODUJH�FKHPLFDO�PDQXIDFWXULQJ�DQG�WUDGLQJ
LQGXVWULHV�WKDW�KDYH�VLJQLILFDQW�WUDGH�ZLWK�GUXJ�SURGXFLQJ�UHJLRQV��DQG�WKRVH�FRXQWULHV�ZLWK�VLJQLILFDQW
FKHPLFDO�FRPPHUFH�VXVFHSWLEOH�WR�GLYHUVLRQ�GRPHVWLFDOO\�DQG�VPXJJOLQJ�LQWR�QHLJKERULQJ�GUXJ�
SURGXFLQJ�FRXQWULHV��'HVLJQDWLRQ�DV�D�PDMRU�FKHPLFDO�VRXUFH�FRXQWU\�GRHV�QRW�LQGLFDWH�D�FRXQWU\�ODFNV
DGHTXDWH�FKHPLFDO�FRQWURO�OHJLVODWLRQ�DQG�WKH�DELOLW\�WR�HQIRUFH�LW��5DWKHU��LW�UHFRJQL]HV�WKDW�WKH�YROXPH
RI�FKHPLFDO�WUDGH�ZLWK�GUXJ�SURGXFLQJ�UHJLRQV��RU�SUR[LPLW\�WR�WKHP��PDNHV�WKHVH�FRXQWULHV�WKH�VRXUFHV
RI�WKH�JUHDWHVW�TXDQWLWLHV�RI�FKHPLFDOV�OLDEOH�WR�GLYHUVLRQ�

0DQ\�RWKHU�FRXQWULHV�PDQXIDFWXUH�DQG�WUDGH�LQ�SUHFXUVRU�FKHPLFDOV��EXW�QRW�RQ�WKH�VFDOH��RU�ZLWK�WKH
EURDG�UDQJH�RI�SUHFXUVRU�FKHPLFDOV��RI�WKH�FRXQWULHV�LQ�WKLV�VHFWLRQ��7KHVH�GHVLJQDWLRQV�DUH�UHYLHZHG
DQQXDOO\��7KH�8QLWHG�6WDWHV��ZLWK�LWV�ODUJH�FKHPLFDO�LQGXVWU\�DQG�H[WHQVLYH�WUDGH�ZLWK�GUXJ�SURGXFLQJ
UHJLRQV��LV�LQFOXGHG�WKLV�\HDU�

$UWLFOH����RI�WKH������81�'UXJ�&RQYHQWLRQ�LV�WKH�LQWHUQDWLRQDO�VWDQGDUG�IRU�QDWLRQDO�FKHPLFDO�FRQWURO
UHJLPHV�DQG�IRU�LQWHUQDWLRQDO�FRRSHUDWLRQ�LQ�WKHLU�LPSOHPHQWDWLRQ��7KH�$QQH[�WR�WKH�&RQYHQWLRQ�OLVWV
WKH����FKHPLFDOV�PRVW�HVVHQWLDO�WR�LOOLFLW�GUXJ�PDQXIDFWXUH��7KH�&RQYHQWLRQ�LQFOXGHV�SURYLVLRQV�IRU
PDLQWDLQLQJ�UHFRUGV�RQ�WUDQVDFWLRQV�LQYROYLQJ�VXFK�FKHPLFDOV��DQG�SURYLGHV�IRU�WKHLU�VHL]XUH�LI�WKHUH�LV
VXIILFLHQW�HYLGHQFH�WKDW�WKH\�DUH�LQWHQGHG�IRU�LOOLFLW�GUXJ�PDQXIDFWXUH�

:HVWHUQ�+HPLVSKHUH



$UJHQWLQD

$UJHQWLQD�KDV�D�ZHOO�GHYHORSHG�FKHPLFDO�LQGXVWU\�WKDW�H[SRUWV�WR�FXVWRPHUV�WKURXJKRXW
/DWLQ�$PHULFD��7KH�LQGXVWU\�SURGXFHV�PRVW�RI�WKH�FKHPLFDOV�UHTXLUHG�IRU�FRFDLQH
PDQXIDFWXUH��WKH�H[FHSWLRQV�EHLQJ�SRWDVVLXP�SHUPDQJDQDWH�DQG�FKORURIRUP��$UJHQWLQD�LV
D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��$������ODZ�PHHWV�WKH�&RQYHQWLRQ
V
UHTXLUHPHQWV�IRU�UHFRUG�NHHSLQJ��LPSRUW�DQG�H[SRUW�OLFHQVLQJ��DQG�WKH�DXWKRULW\�WR�VXVSHQG
VKLSPHQWV��3UHVLGHQWLDO�GHFUHHV�LQ������DQG������DGGHG�WKH�UHTXLUHPHQW�WKDW�DOO
PDQXIDFWXUHUV��LPSRUWHUV��H[SRUWHUV��GLVWULEXWRUV��DQG�WUDQVSRUWHUV�EH�UHJLVWHUHG�ZLWK�WKH
6HFUHWDULDW�IRU�WKH�3UHYHQWLRQ�RI�'UXJ�$GGLFWLRQ�DQG�1DUFRWLFV�7UDIILFNLQJ
�6('521$5��

8QWLO�UHFHQWO\��QRW�PXFK�ZDV�GRQH�WR�YHULI\�WKH�ERQD�ILGHV�RI�FKHPLFDO�WUDQVIHUV�
6('521$5�UHPDLQV�VKRUW�RI�UHVRXUFHV�DQG�OLWW OH�LV�GRQH�WR�YHULI\�WKH�OHJLWLPDF\�RI
WUDQVDFWLRQV�LQ�FRQWUROOHG�FKHPLFDOV��7KHUH�KDYH�EHHQ�YHU\�IHZ�LQYHVWLJDWLRQV�LQWR
VXVSLFLRXV�FKHPLFDO�WUDQVIHUV��6('521$5��KRZHYHU��KDV�EHJXQ�WR�UHEXLOG�D�QDWLRQDO
GDWDEDVH�RI�SURGXFHUV�DQG�GLVWULEXWRUV�WR�JDLQ�D�EHWWHU�XQGHUVWDQGLQJ�RI�WKH�VFRSH�RI�WKH
SUREOHP�DQG�KDV�IRUPHG�DQ�HLJKW�SHUVRQ�FKHPLFDO�LQYHVWLJDWLYH�XQLW�

7KH�%XHQRV�$LUHV�3URYLQFLDO�3ROLFH�DOVR�UHJDUG�FKHPLFDO�HQIRUFHPHQW�DV�D�VLJQLILFDQW
SULRULW\�DQG�KDYH�WDNHQ�WKH�LQLWLDWLYH�LQ�HVWDEOLVKLQJ�D�FKHPLFDO�LPSRUW�H[SRUW�LQIRUPDWLRQ
EDVH�

,Q�������D�ODUJH�VHL]XUH�RI�$UJHQWLQH�FKHPLFDOV�ZDV�PDGH�LQ�%ROLYLD�DQG�DQ�DGGLWLRQDO
�������OLWHUV�RI�DFHWRQH�ZHUH�VHL]HG�DW�WKH�ERUGHU�EHWZHHQ�$UJHQWLQD�DQG�%ROLYLD��6HL]XUHV
ZHUH�GRZQ�LQ������WR�������OLWHUV�

$UJHQWLQH�DXWKRULWLHV�VKDUH�FKHPLFDO�FRQWURO�LQIRUPDWLRQ�ZLWK�8�6��RIILFLDOV�RQ�UHTXHVW�
$UJHQWLQD�KDV�DOVR�SURSRVHG�WR�LWV�QHLJKERUV�WKDW�WKH\�ZRUN�PRUH�FORVHO\�WRJHWKHU�WR
PRQLWRU�IORZV�RI�FKHPLFDOV�LQ�WKH�UHJLRQ�

%UD]LO

%UD]LO�KDV�6RXWK�$PHULFD
V�ODUJHVW�FKHPLFDO�LQGXVWU\��,Q�DGGLWLRQ��LW�LPSRUWV�VLJQLILFDQW
TXDQWLWLHV�RI�FKHPLFDOV�WR�PHHW�LWV�LQGXVWULDO�QHHGV�

%UD]LO�UDWLILHG�WKH������81�'UXJ�&RQYHQWLRQ�LQ�������EXW�LW�KDV�QRW�\HW�DGRSWHG
OHJLVODWLRQ�QHFHVVDU\�WR�IXOO\�LPSOHPHQW�LW��1DWLRQDO�FKHPLFDO�FRQWURO�ODZV�UHTXLUH
UHJLVWUDWLRQ�ZLWK�WKH�)HGHUDO�1DUFRWLFV�3ROLFH�RI�FKHPLFDO�SURGXFHUV��WUDQVSRUWHUV�DQG
GLVWULEXWRUV��$������ODZ�SODFHV����FKHPLFDOV�XQGHU�IHGHUDO�FRQWURO�����PRUH�DUH�XQGHU
FRQVLGHUDWLRQ���VHWV�PLQLPXP�WKUHVKROGV�IRU�UHFRUG�NHHSLQJ�DQG�UHSRUWLQJ�RI�WUDQVDFWLRQV
LQ�WKHP��DQG�SURYLGHV�IRU�LPSRUW�DQG�H[SRUW�OLFHQVHV��7KHUH�DUH�VXEVWDQW LDO�DGPLQLVWUDWLYH
SHQDOWLHV�IRU�QRQ�FRPSOLDQFH��:KLOH�FRPSOLDQFH�ZLWK�WKH�SHUPLW�SURFHVV�DSSHDUV�WR�EH
ZLGHVSUHDG��D�ODFN�RI�UHVRXUFHV�KLQGHUV�DFWLYH�IROORZ�XS�RQ�VKLSPHQWV��$XWKRULWLHV�DUH
ODUJHO\�GHSHQGHQW�RQ�FKHPLFDO�FRPSDQLHV�IRU�LQIRUPDWLRQ�RQ�VKLSPHQWV�RI�FRQWUROOHG
FKHPLFDOV�VXFK�DV�DFHWRQH�DQG�HLWKHU�WR�QHLJKERULQJ�%ROLYLD��&RORPELD�DQG�3HUX�

7KH�%UD]LOLDQ�)HGHUDO�3ROLFH�KDYH�LQLWLDWHG�VHYHUDO �SURJUDPV�DLPHG�DW�FRQWUROOLQJ�DQG
SUHYHQWLQJ�GLYHUVLRQ�RI�FKHPLFDOV�IURP�%UD]LO�WR�QHLJKERULQJ�FRFDLQH�SURGXFLQJ�FRXQWULHV�
7KH�SROLFH�KDYH�DOVR�RUJDQL]HG�SUHFXUVRU�FKHPLFDO�WUDLQLQJ�FRXUVHV��LQFOXGLQJ�D�RQH�ZHHN
FRXUVH�FRQGXFWHG�E\�'($��DQG�KDYH�LQLWLDWHG�F\FOLFDO�DXGLWV�DQG�LQYHVWLJDWLRQV�RI
%UD]LOLDQ�FKHPLFDO�ILUPV��7KH�SROLFH�EHOLHYH�VRPH�WUDIILFNLQJ�RUJDQL]DWLRQV�PD\�EH
LQYHVWLQJ�LQ�FRFDLQH�SURFHVVLQJ�ODEV�LQ�%UD]LO�WR�SURFHVV�FRFD�OHDI�DQG�RU�FRFDLQH�EDVH
VPXJJOHG�IURP�QHLJKERULQJ�FRXQWULHV�XVLQJ�FKHPLFDOV�GLYHUWHG�IURP�%UD]LOLDQ�GRPHVWLF
FRPPHUFH�

%UD]LO�KDV�HVWDEOLVKHG�SURFHGXUHV�XQGHU�ZKLFK�UHFRUGV�RI�WUDQVDFWLRQV�RI�SUHFXUVRU�DQG
HVVHQWLDO�FKHPLFDOV�FDQ�EH�PDGH�DYDLODEOH�WR�RWKHU�FRXQWULHV
�ODZ�HQIRUFHPHQW�DXWKRULWLHV�
7KH�8�6��%UD]LOLDQ�&RXQWHUQDUFRWLFV�$JUHHPHQW�SURYLGHV�WKH�IRUPDO�EDVL V�IRU�ELODWHUDO
FRRSHUDWLRQ�LQ�FKHPLFDO�FRQWURO��LQFOXGLQJ�LQIRUPDWLRQ�VKDULQJ��%UD]LO�DOVR�SDUWLFLSDWHV�LQ
2SHUDWLRQ�3XUSOH��WKH�PXOWLODWHUDO�SRWDVVLXP�SHUPDQJDQDWH�WUDFNLQJ�RSHUDWLRQ��DQG�ZLOO
SDUWLFLSDWH�LQ�2SHUDWLRQ�7RSD]��WKH�QHZ�DFHWLF�DQK\GULGH�WUDFNLQJ�RSHUDWLRQ�

0H[LFR



0H[LFR�KDV�PDMRU�FKHPLFDO�PDQXIDFWXULQJ�DQG�WUDGLQJ�LQGXVWULHV�WKDW�SURGXFH��LPSRUW�RU
H[SRUW�PRVW�RI�WKH�FKHPLFDOV�QHFHVVDU\�IRU�LOOLFLW�GUXJ�PDQXIDFWXUH��0H[LFR�LV�DQ�LPSRUWHU
DQG�WUDQVLW�FRXQWU\�IRU�SRWDVVLXP�SHUPDQJDQDWH�IURP�$VLD�WR�RWKHU�/DWLQ�$PHULFDQ
FRXQWULHV��,W�LV�DQ�LPSRUWDQW�HQWU\�DQG�WUDQVLW�SRLQW�IRU�HSKHGULQH��SVHXGRHSKHGULQH�DQG
SKHQ\SURSDQRODPLQH�XVHG�LQ�WKH�LOOLFLW�PDQXIDFWXUH�RI�DPSKHWDPLQH�W\SH�VWLPXODQWV�LQ
0H[LFR�DQG�WKH�8�6�

&RPSUHKHQVLYH�FKHPLFDO�FRQWURO�OHJLVODWLRQ�DGRSWHG�LQ������SODFHV����FKHPLFDOV�XQGHU
JRYHUQPHQW�UHJXODWLRQ�����SUHFXUVRU�FKHPLFDOV�XVHG�LQ�WKH�PDQXIDFWXUH�RI�V\QWKHWLF�GUXJV
DQG����HVVHQWLDO�FKHPLFDOV�XVHG�LQ�UHILQLQJ�RSLXP�DQG�FRFD�OHDI�LQWR�KHURLQ�DQG�FRFDLQH�
,Q�6HSWHPEHU�������LPSOHPHQWLQJ�UHJXODWLRQV�ZHUH�SXEOLVKHG�ZKLFK�GHILQHG�UHSRUWLQJ�DQG
QRWLILFDWLRQ�UHTXLUHPHQWV�IRU�ERWK�WKH�LPSRUW�DQG�H[SRUW�RI�WKHVH�FKHPLFDOV��H[SODLQHG
ZKDW�FRQVWLWXWHG�HQG�XVH��DQG�DXWKRUL]HG�0H[LFDQ�JRYHUQPHQW�DJHQFLHV�WR�VKDUH
LQIRUPDWLRQ�ZLWK�RWKHU�JRYHUQPHQWV��7KHVH�ODZV�DQG�UHJXODWLRQV�PHHW�WKH�UHTXLUHPHQWV�RI
WKH������81�'UXJ�&RQYHQWLRQ�WR�ZKLFK�0H[LFR�LV�D�SDUW\�

7KH�8�6��DQG�0H[LFR�KDYH�HVWDEOLVKHG�D�ELODWHUDO�FKHPLFDO�FRQWURO�ZRUNLQJ�JURXS�DV�D
IRUPDO�PHFKDQLVP�IRU�FRRSHUDWLRQ�DQG�LQIRUPDWLRQ�H[FKDQJH�LQ�FKHPLFDO�FRQWURO�PDWWHUV�
,Q�������WKH�JURXS�IRFXVHG�RQ�GUDIWLQJ�D�0HPRUDQGXP�RI�8QGHUVWDQGLQJ��028��EHWZHHQ
WKH�WZR�JRYHUQPHQWV�WR�IRUPDOL]H�LQIRUPDWLRQ�H[FKDQJH��7KH�028�ZDV�LQLWLDOHG�DV�DQ
LQGLFDWLRQ�RI�DJUHHPHQW�LQ�SULQFLSOH��EXW�QRW�VLJQHG�E\�ERWK�JRYHUQPHQWV�GXULQJ�WKH
$XJXVW���������PHHWLQJ�RI�WKH�+LJK�/HYHO�&RQWDFW�*URXS��0H[LFR�LV�D�SDUWLFLSDQW�LQ
2SHUDWLRQ�3XUSOH��WKH�PXOWLODWHUDO�LQLWLDWLYH�WDUJHWLQJ�SRWDVVLXP�SHUPDQJDQDWH��DQG
H[FKDQJHV�LQIRUPDWLRQ�RQ�WUDQVDFWLRQV�LQ�WKDW�FKHPLFDO�ZLWKLQ�WKH�FRQWH[W�RI�WKH
RSHUDWLRQ�

$OWKRXJK�D�FRPSUHKHQVLYH�UHJXODWRU\�DQG�SHQDO�UHJLPH�LV�LQ�SODFH�IRU�FKHPLFDOV�
HQIRUFHPHQW�LV�ZHDN��&KHPLFDO�LQYHVWLJDWLRQV�DUH�VSOLQWHUHG�DPRQJ�HLJKW�JRYHUQPHQW
HQWLWLHV��OHDGLQJ�WR�LQIRUPDWLRQ�JDSV��GXSOLFDWLRQ�RI�HIIRUW��DQG�ODFN�RI�DFFRXQWDELOLW\��7KH
ODFN�RI�ILHOG�LQVSHFWLRQV�DQG�LQYHVWLJDWLRQV�PDNHV�LGHQWLILFDWLRQ�DQG�SURVHFXWLRQ�RI
YLRODWRUV�GLIILFXOW�

7KH�8QLWHG�6WDWHV

7KH�8QLWHG�6WDWHV�PDQXIDFWXUHV�DQG�RU�WUDGHV�LQ�DOO����FKHPLFDOV�OLVWHG�LQ�WKH�$QQH[�WR
WKH������81�'UXJ�&RQYHQWLRQ��,W�LV�D�SDUW\�WR�WKH�&RQYHQWLRQ�DQG�KDV�ODZV�DQG
UHJXODWLRQV�PHHWLQJ�LWV�FKHPLFDO�FRQWURO�SURYLVLRQV�

7KH�EDVLF�8�6��FKHPLFDO�FRQWURO�ODZ�LV�WKH�&KHPLFDO�'LYHUVLRQ�DQG�7UDIILFNLQJ�$FW�RI
������7KLV�ODZ�DQG�WKUHH�VXEVHTXHQW�FKHPLFDO�FRQWURO�DPHQGPHQWV�ZHUH�DOO�GHVLJQHG�DV
DPHQGPHQWV�WR�WKH�8�6��FRQWUROOHG�VXEVWDQFHV�ODZV�UDWKHU�WKDQ�VWDQG�DORQH�OHJLVODWLRQ�DQG
DUH�DGPLQLVWHUHG�E\�WKH�'UXJ�(QIRUFHPHQW�$GPLQLVWUDWLRQ��'($���,Q�DGGLWLRQ�WR
UHJLVWUDWLRQ�DQG�UHFRUG�NHHSLQJ�UHTXLUHPHQWV��WKH�OHJLVODWLRQ�UHTXLUHV�WUDGHUV�WR�ILOH�DQ
LPSRUW�H[SRUW�GHFODUDWLRQ�DW�OHDVW����GD\V�SULRU�WR�VKLSPHQW�RI�UHJXODWHG�FKHPLFDOV��'($
XVHV�WKH����GD\�SHULRG�WR�GHWHUPLQH�LI�WKH�FRQVLJQHH�KDV�D�OHJLWLPDWH�QHHG�IRU�WKH
FKHPLFDO��&KHPLFDO�GLYHUVLRQ�LQYHVWLJDWRUV�DUH�DVVLJQHG�WR�'($�RIILFHV�LQ����NH\
FRXQWULHV�DQG�RQH�DW�,17(532/�WR�DVVLVW�LQ�GHWHUPLQLQJ�OHJLWLPDWH�HQG�XVH��,Q�RWKHU
FRXQWULHV��'($�DJHQWV�SHUIRUP�WKLV�WDVN��7KH�GLYHUVLRQ�LQYHVWLJDWRUV�DQG�DJHQWV�ZRUN
FORVHO\�ZLWK�KRVW�FRXQWU\�RIILFLDOV�LQ�WKLV�SURFHVV��,I�OHJLWLPDWH�HQG�XVH�FDQQRW�EH
GHWHUPLQHG��WKH�OHJLVODWLRQ�JLYHV�'($�WKH�DXWKRULW\�WR�VWRS�VKLSPHQWV�

7KH�OHJLVODWLRQ�DOVR�UHTXLUHV�FKHPLFDO�WUDGHUV�WR�UHSRUW�WR�'($�VXVSLFLRXV�WUDQVDFWLRQV
VXFK�DV�WKRVH�LQYROYLQJ�H[WUDRUGLQDU\�TXDQWLWLHV��XQXVXDO�PHWKRGV�RI�SD\PHQWV��HWF��&ORVH
FRRSHUDWLRQ�KDV�GHYHORSHG�EHWZHHQ�WKH�8�6��FKHPLFDO�LQGXVWU\�DQG�'($�LQ�WKH�FRXUVH�RI
LPSOHPHQWLQJ�WKH�OHJLVODWLRQ�

7KH�8�6��DJJUHVVLYHO\�LPSOHPHQWV�LWV�FKHPLFDO�FRQWURO�V\VWHP��XVLQJ�WKH�DGPLQLVWUDWLYH�
FLYLO�DQG�FULPLQDO�VDQFWLRQV�DYDLODEOH�LQ�WKH�ODZ��2QH�RSHUDWLRQ��2SHUDWLRQ�%DFNWUDFN
WUDFHV�FKHPLFDOV�VHL]HG�DW�FODQGHVWLQH�ODERUDWRULHV�DQG�GXPSVLWHV�EDFN�WKURXJK�WKH�FKDLQ
RI�FRPPHUFH�WR�WKH�EXVLQHVVHV�DQG�SHUVRQV�ZKR�KDQGOHG�WKH�FKHPLFDOV��,Q�WKH�ODVW�IRXU
\HDUV��WKH�%DFNWUDFN�HQIRUFHPHQW�SURJUDP�KDV�VXSSRUWHG�RSHUDWLRQV�OHDGLQJ�WR����
DUUHVWV��WKH�VHL]XUH�RI�������PLOOLRQ�SVHXGRHSKHGULQH�WDEOHWV��ZHLJKLQJ������PHWULF�WRQV��
DQG�WKH�VHL]XUH�RI�RYHU�����PLOOLRQ�

'($�DFWLYHO\�FDUULHV�RXW�LWV�UHVSRQVLELOLW\�IRU�VFUXWLQ\�RI�EXVLQHVVHV�DSSO\LQJ�IRU



UHJLVWUDWLRQ�WR�GLVWULEXWH�SUHFXUVRU�FKHPLFDOV��,W�VHHNV�UHYRFDWLRQV�RI�WKH�UHJLVWUDWLRQV�RI
ILUPV�WKDW�KDYH�UHSHDWHGO\�YLRODWHG�WKH�DSSOLFDEOH�ODZV�DQG�UHJXODWLRQV��6LQFH�WKH
EHJLQQLQJ�RI�������'($�KDV�LQLWLDWHG����DGPLQLVWUDWLYH�SURFHGXUHV�WR�UHYRNH
UHJLVWUDWLRQV��WHQ�RI�WKHVH�ILUPV�KDYH�HLWKHU�VXUUHQGHUHG�WKHLU�UHJLVWUDWLRQV��ZDLYHG�D
KHDULQJ��RU�DEDQGRQHG�WKH�EXVLQHVV�

7KH�8�6��KDV�EHHQ�DFWLYH�LQ�LQLWLDWLQJ�DQG�VXSSRUWLQJ�FRRSHUDWLYH�PXOWLODWHUDO�FKHPLFDO
FRQWURO�LQLWLDWLYHV��7KH�8QLWHG�6WDWHV�FKDLUHG�WKH�*���&KHPLFDO�$FWLRQ�7DVN�)RUFH�ZKRVH
�����UHSRUW�HVWDEOLVKHG�PDQ\�RI�WKH�VWDQGDUGV�DQG�SURFHGXUHV�QRZ�DSSOLHG�WR
LQWHUQDWLRQDO�FKHPLFDO�FRQWURO��7KH�0XOWLODWHUDO�&KHPLFDO�5HSRUWLQJ�,QLWLDWLYH��ZKLFK
SURYLGHV�WKH�LQIRUPDWLRQ�H[FKDQJH�SURFHGXUHV�IRU�VXEVHTXHQW�FKHPLFDO�WUDFNLQJ
RSHUDWLRQV��ZDV�D�8�6��LQLWLDWLYH��'($�RUJDQL]HG�WKH�WZR�LQWHUQDWLRQDO�FRQIHUHQFHV�LQ
�����WKDW�UHVXOWHG�LQ�2SHUDWLRQ�3XUSOH��WKH�SRWDVVLXP�SHUPDQJDQDWH�WUDFNLQJ�RSHUDWLRQ�
7KH�8�6��SDUWLFLSDWHG�LQ�DQG�VXSSRUWHG�WKH�PHHWLQJ�LQ������RUJDQL]HG�E\�WKH�,QWHUQDWLRQDO
1DUFRWLFV�&RQWURO�%RDUG�WR�SODQ�2SHUDWLRQ�7RSD]��WKH�DFHWLF�DQK\GULGH�WUDFNLQJ
RSHUDWLRQ�

$VLD

&KLQD

&KLQD�KDV�D�PDMRU�FKHPLFDO�LQGXVWU\��,W�LV�WKH�ZRUOG
V�ODUJHVW�SURGXFHU�RI�SRWDVVLXP
SHUPDQJDQDWH��D�NH\�FRFDLQH�HVVHQWLDO�FKHPLFDO��DQG�LW�LV�D�PDMRU�SURGXFHU�RI�DFHWLF
DQK\GULGH�DQG�HSKHGULQH��WZR�RWKHU�LPSRUWDQW�SUHFXUVRU�FKHPLFDOV��7KH�FRXQWU\�LV�D�SDUW\
WR�WKH������81�'UXJ�&RQYHQWLRQ�DQG�KDV�UHJXODWLRQV�IRU�UHFRUG�NHHSLQJ�DQG
LPSRUW�H[SRUW�FRQWUROV�RQ�WKH����FKHPLFDOV�LQFOXGHG�LQ�WKH�FRQYHQWLRQ��6HYHUDO
SURYLQFHV��LQFOXGLQJ�<XQQDQ��ZKLFK�VKDUHV�D�ERUGHU�ZLWK�%XUPD���KDYH�PRUH�VWULQJHQW
FRQWUROV�WKDQ�FDOOHG�IRU�LQ�WKH�&RQYHQWLRQ��<XQQDQ��IRU�H[DPSOH�PRQLWRUV�H[SRUWV�RI���
FKHPLFDOV��&KLQD�DOVR�UHTXHVWV��OHWWHUV�RI�QR�REMHFWLRQ��IURP�LPSRUWLQJ�FRXQWULHV�SULRU�WR
DXWKRUL]LQJ�H[SRUWV�RI�PHWKDPSKHWDPLQH�SUHFXUVRU�FKHPLFDOV�

&KLQD�DFWLYHO\�FRRSHUDWHV�ZLWK�PXOWLODWHUDO�LQLWLDWLYHV�WR�FRQWURO�FKHPLFDOV�LQ�LQWHUQDWLRQDO
FRPPHUFH��DQG�LW�KDV�EHHQ�D�VWURQJ�SDUWQHU�ZLWK�WKH�8�6��DQG�RWKHU�FRXQWULHV�LQ
LPSOHPHQWLQJ�D�V\VWHP�RI�QRWLILFDWLRQ�RI�GXHO�XVH�FKHPLFDOV��,W�UHSRUWV�WKH�KLJKHVW�QXPEHU
DQG�ODUJHVW�TXDQWLWLHV�RI�SRWDVVLXP�SHUPDQJDQDWH�VKLSPHQWV�WR�WKH�2SHUDWLRQ�3XUSOH
FRQWURO�V\VWHP��,W�ZLOO�SDUWLFLSDWH�LQ�2SHUDWLRQ�7RSD]��WKH�DFHWLF�DQK\GULGH�WUDFNLQJ
LQLWLDWLYH�

5HFRUG�VHL]XUHV�LQ�&KLQD�RI�DPSKHWDPLQH�W\SH�VWLPXODQWV��$76��LQGLFDWH�HTXDOO\�ODUJH
GLYHUVLRQV�IURP�GRPHVWLF�FRPPHUFH�RI�WKH�FKHPLFDOV�UHTXLUHG�IRU�WKHLU�PDQXIDFWXUH�
'LYHUVLRQV�IURP�GRPHVWLF�FRPPHUFH�VPXJJOHG�DFURVV�&KLQD
V�������NLORPHWHU�ERUGHU�ZLWK
%XUPD�DUH�DOVR�D�VRXUFH�RI�WKH�FKHPLFDOV�IRU�%XUPD
V�VXUJLQJ�$76�PDQXIDFWXUH�
'RPHVWLFDOO\�GLYHUWHG�DFHWLF�DQK\GULGH�LV�DOVR�UHDFKLQJ�%XUPHVH�KHURLQ�ODEV�

&KLQD�FRRSHUDWHV�FORVHO\�ZLWK�WKH�8�6��RQ�FKHPLFDO�FRQWURO�LVVXHV��7KH�WZR�VLGHV�KDYH�LQ
SODFH�D�VWURQJ�SUH�H[SRUW�QRWLILFDWLRQ�V\VWHP�IRU�HSKHGULQH�DQG�SVHXGRHSKHGULQH��&KLQHVH
RIILFLDOV�URXWLQHO\�WDNH�SDUW�LQ�FKHPLFDO�FRQWURO�FRXUVHV�VSRQVRUHG�E\�WKH�'HSDUWPHQW�RI
6WDWH�DQG�WDXJKW�E\�'($��,QIRUPDWLRQ�LV�H[FKDQJHG�WKURXJK�PHFKDQLVPV�VXFK�DV
2SHUDWLRQ�3XUSOH�DQG�LQ�WKH�FRXUVH�RI�QRUPDO�FRXQWHUQDUFRWLFV�FRRSHUDWLRQ�

,QGLD

7KH�,QGLDQ�FKHPLFDO�LQGXVWU\�LQFOXGHV�ODUJH�VFDOH�PDQXIDFWXUH��FRQVXPSWLRQ�DQG�H[SRUW
RI�FKHPLFDOV�UHTXLUHG�IRU�LOOLFLW�GUXJ�PDQXIDFWXUH��,QGLD�LV�D�SDUW\�WR�WKH������81�'UXJ
&RQYHQWLRQ��EXW�LW�GRHV�QRW�KDYH�OHJLVODWLRQ�PHHWLQJ�DOO�WKH�&RQYHQWLRQ
V�FKHPLFDO�FRQWURO
SURYLVLRQV�RU�FRYHULQJ�DOO����FKHPLFDOV�LQ�LWV�DQQH[�

,QGLDQ�FKHPLFDO�FRQWURO�LQLWLDWLYHV�FRQFHQWUDWH�RQ�WKH�FKHPLFDOV�PRVW�OLNHO\�WR�EH
GLYHUWHG��DFHWLF�DQK\GULGH�IRU�KHURLQ�PDQXIDFWXUH�LQ�$IJKDQLVWDQ�DQG�QHLJKERULQJ�%XUPD�
DQG�HSKHGULQH�DQG�SVHXGRHSKHGULQH�IRU�DPSKHWDPLQH�W\SH�VWLPXODQWV�LQ�%XUPD�

([SRUWV�RI�VHYHQ�LPSRUWDQW�SUHFXUVRU�FKHPLFDOV��LQFOXGLQJ�SRWDVVLXP�SHUPDQJDQDWH��XVHG
LQ�FRFDLQH�PDQXIDFWXUH��DFHWLF�DQK\GULGH��DQG�HSKHGULQH�DQG�SVHXGRHSKHGULQH��UHTXLUH�D
FHUWLILFDWH�RI�QR�REMHFWLRQ�IURP�WKH�&HQWUDO�%XUHDX�RI�1DUFRWLFV��,PSRUWV�RI�IRXU
LPSRUWDQW�FKHPLFDOV��LQFOXGLQJ�DFHWLF�DQK\GULGH��DOVR�UHTXLUH�QR�REMHFWLRQ�FHUWLILFDWHV�



,QGLD�KDV�PDGH�VLJQLILFDQW�SURJUHVV�LQ�FRQWUROOLQJ�WKH�SURGXFWLRQ�DQG�H[SRUW�RI�WKH
FKHPLFDOV�FXUUHQWO\�UHJXODWHG��,QGLDQ�DXWKRULWLHV�DQG�'($�KDYH�D�JRRG�ZRUNLQJ
UHODWLRQVKLS��7KH�,QGLDQ�DXWKRULWLHV�KDYH�EHHQ�YHU\�FRRSHUDWLYH�ZLWK�'($�LQ�VKDULQJ
LQIRUPDWLRQ�IURP�QR�REMHFWLRQ�FHUWLILFDWHV�DQG�YHULILFDWLRQV�RI�HQG�XVHUV��HVSHFLDOO\
UHJDUGLQJ�HSKHGULQH�DQG�SVHXGRHSKHGULQH�DQG�SRWDVVLXP�SHUPDQJDQDWH��,QGLD�FRQWLQXHV
WR�QRWLI\�'($�RI�VHL]XUHV�RI�,QGLDQ�SURGXFHG�FKHPLFDOV�DQG�WR�SURYLGH�VDPSOHV�RI�VHL]HG
KHURLQ�IRU�DQDO\VLV�DV�SDUW�RI�'($
V�+HURLQ�6LJQDWXUH�3URJUDP�

,QGLD�LV�D�SDUWLFLSDQW�LQ�WKH�SRWDVVLXP�SHUPDQJDQDWH�WUDFNLQJ�SURJUDP��2SHUDWLRQ�3XUSOH�
DQG�FR�FKDLUV�WKH�VWHHULQJ�FRPPLWWHH�IRU�2SHUDWLRQ�7RSD]��WKH�DFHWLF�DQK\GULGH�WUDFNLQJ
SURJUDP�VFKHGXOHG�WR�EHJLQ�0DUFK���������

Europe
&KHPLFDO�GLYHUVLRQ�FRQWURO�ZLWKLQ�WKH�(XURSHDQ�8QLRQ��(8��LV�UHJXODWHG�E\�WZR�(8�UHJXODWLRQV
ELQGLQJ�RQ�DOO�0HPEHU�6WDWHV��7KH�ILUVW��LVVXHG�LQ�������PHHWV�WKH�FKHPLFDO�FRQWURO�SURYLVLRQV�RI�WKH
�����81�'UXJ�&RQYHQWLRQ��7KH�VHFRQG��LVVXHG�LQ�������H[SDQGHG�WKH�ILUVW�WR�LQFRUSRUDWH�WKH�PRUH
FRPSUHKHQVLYH�UHFRPPHQGDWLRQV�FRQWDLQHG�LQ�WKH������*���&KHPLFDO�$FWLRQ�7DVN�)RUFH�5HSRUW��7KH
(8�UHJXODWLRQV�LQFOXGH�SURYLVLRQV�IRU�UHFRUG�NHHSLQJ�RQ�WUDQVDFWLRQV�LQ�WKH�FKHPLFDOV�OLVWHG�LQ�WKH
�����81�'UXJ�&RQYHQWLRQ��UHTXLUH�D�V\VWHP�RI�SHUPLWV�RU�GHFODUDWLRQV�IRU�H[SRUWV�DQG�LPSRUWV�RI
UHJXODWHG�FKHPLFDOV��DQG�DXWKRUL]H�JRYHUQPHQWV�WR�VXVSHQG�FKHPLFDO�VKLSPHQWV��(8�PHPEHU�VWDWHV
LPSOHPHQW�WKH�UHJXODWLRQV�WKURXJK�QDWLRQDO�ODZV�DQG�UHJXODWLRQV�

7KH�(8�UHJXODWLRQV�JRYHUQ�WKH�UHJXODWRU\�DVSHFWV�RI�FKHPLFDO�GLYHUVLRQ�FRQWURO��0HPEHU�6WDWHV�DUH
UHVSRQVLEOH�IRU�WKH�FULPLQDO�DVSHFWV��LQYHVWLJDWLQJ�DQG�SURVHFXWLQJ�YLRODWRUV�RI�WKH�QDWLRQDO�ODZV�DQG
UHJXODWLRQV�LPSOHPHQWLQJ�WKH�(8�UHJXODWLRQV�

7KH�8�6��(8�&KHPLFDO�&RQWURO�$JUHHPHQW��VLJQHG�0D\�����������LV�WKH�IRUPDO�EDVLV�IRU�8�6��DQG�(8
0HPEHU�6WDWH�FRRSHUDWLRQ�LQ�FKHPLFDO�FRQWURO��7KH�DJUHHPHQW�FDOOV�IRU�DQQXDO�PHHWLQJV�RI�D�-RLQW
&KHPLFDO�:RUNLQJ�*URXS�WR�UHYLHZ�LPSOHPHQWDWLRQ�RI�WKH�DJUHHPHQW�DQG�WR�FRRUGLQDWH�SRVLWLRQV�LQ
RWKHU�DUHDV��7KH�DQQXDO�PHHWLQJ�KDV�EHHQ�SDUWLFXODUO\�XVHIXO�LQ�FRRUGLQDWLQJ�QDWLRQDO�RU�MRLQW�LQLWLDWLYHV
VXFK�DV�UHVROXWLRQV�DW�WKH�DQQXDO�81�&RPPLVVLRQ�RQ�1DUFRWLF�'UXJV�

7KH�8�6�
V�ELODWHUDO�FKHPLFDO�FRQWURO�FRRSHUDWLRQ�LV�DOVR�JRRG�ZLWK�WKH�0HPEHU�6WDWHV��DQG�PDQ\�DUH
SDUWLFLSDWLQJ�LQ�DQG�DFWLYHO\�VXSSRUWLQJ�YROXQWDU\�LQLWLDWLYHV�VXFK�DV�WKH�0XOWLODWHUDO�&KHPLFDO
5HSRUWLQJ�,QLWLDWLYH��2SHUDWLRQ�3XUSOH�DQG�WKH�QHZ�2SHUDWLRQ�7RSD]�

*HUPDQ\�DQG�7KH�1HWKHUODQGV��ZLWK�ODUJH�FKHPLFDO�PDQXIDFWXULQJ�RU�WUDGLQJ�VHFWRUV�DQG�VLJQLILFDQW
WUDGH�ZLWK�GUXJ�SURGXFLQJ�DUHDV��DUH�FRQVLGHUHG�WKH�PDMRU�(XURSHDQ�FKHPLFDO�VRXUFH�FRXQWULHV��2WKHU
(XURSHDQ�FRXQWULHV�KDYH�LPSRUWDQW�FKHPLFDO�LQGXVWULHV��EXW�WKH�OHYHO�RI�FKHPLFDO�WUDGH�ZLWK�GUXJ�
SURGXFLQJ�DUHDV�LV�QRW�DV�O DUJH�DQG�EURDG�VFDOH�DV�WKDW�RI�*HUPDQ\�DQG�7KH�1HWKHUODQGV�

*HUPDQ\

*HUPDQ\
V�ODUJH�FKHPLFDO�LQGXVWU\�PDQXIDFWXUHV�DQG�WUDGHV�LQ�PRVW�RI�WKH�SUHFXUVRU�DQG
HVVHQWLDO�FKHPLFDOV�XVHG�LQ�LOOLFLW�GUXJ�PDQXIDFWXUH��PDNLQJ�LW�D�WDUJHW�IRU�WUDIILFNHUV
VHHNLQJ�FKHPLFDOV��,W�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��DQG�LWV�FKHPLFDO
LQGXVWU\�FRPSOLHV�ZLWK�JRYHUQPHQW�UHJXODWLRQV�UDWLILHG�LQ�������ZKLFK�DUH�LQ�DFFRUG�ZLWK
WKH�(8�UHJXODWLRQV�DQG�PHHW�FRQYHQWLRQ�UHTXLUHPHQWV�

7KH�)HGHUDO�3ROLFH�LQ�FRRSHUDWLRQ�ZLWK�*HUPDQ�&XVWRPV�KDYH�D�YHU\�DFWLYH�MRLQW�XQLW
EDVHG�LQ�:LHVEDGHQ�WKDW�VROHO\�KDQGOHV�FKHPLFDO�GLYHUVLRQ�LQYHVWLJDWLRQV��,Q�WKH�ODVW�ILYH
\HDUV��*HUPDQ�DXWKRULWLHV�SUHYHQWHG�WKH�GLYHUVLRQ�RI�����WRQV�RI�FRQWUROOHG�FKHPLFDOV��,Q
1RYHPEHU�������*HUPDQ�DXWKRULWLHV�VHL]HG�����NLORJUDPV�RI�WKH�HFVWDV\�SUHFXUVRU�30.
DW�WKH�)UDQNIXUW�DLUSRUW�

*HUPDQ\�KDV�EHHQ�LQ�WKH�IRUHIURQW�RI�LQWHUQDWLRQDO�FRRSHUDWLRQ�LQ�FKHPLFDO�FRQWURO��,W
GHYHORSHG�DQG�SURPRWHG�WKH�FRQFHSW�WKDW�OHG�WR�2SHUDWLRQ�3XUSOH��WKH�SRWDVVLXP
SHUPDQJDQDWH�WUDFNLQJ�RSHUDWLRQ��DQG�FR�FKDLUV�LWV�6WHHULQJ�&RPPLWWHH��*HUPDQ\�DFWLYHO\
SDUWLFLSDWHG�LQ�WKH�RUJDQL]DWLRQ�RI�2SHUDWLRQ�7RSD]��WKH�DFHWLF�DQK\GULGH�WUDFNLQJ
RSHUDWLRQ�VFKHGXOHG�WR�EHJLQ�0DUFK����������8�6��DQG�*HUPDQ�GHOHJDWLRQV�ZRUN�WRJHWKHU
FORVHO\�DQG�VXSSRUWLYHO\�LQ�LQWHUQDWLRQDO�PHHWLQJV�

$�VHQLRU�'($�FKHPLFDO�GLYHUVLRQ�LQYHVWLJDWRU�ZDV�SRVWHG�WR�*HUPDQ\�LQ�������7KH
LQYHVWLJDWRU�ZRUNV�ZLWK�WKH�MRLQW�SROLFH�FXVWRPV�XQLW��7KH�UHVXOW�LV�H[FHOOHQW�LQIRUPDWLRQ



H[FKDQJH�ELODWHUDOO\��ZLWKLQ�WKH�FRQWH[W�RI�WKH�8�6��(8�&KHPLFDO�&RQWURO�$JUHHPHQW��DQG
GXULQJ�VSHFLDO�RSHUDWLRQV��VXFK�DV�2SHUDWLRQ�3XUSOH�

7KH�1HWKHUODQGV

/DUJH�YROXPHV�RI�FKHPLFDOV�DUH�WUDGHG�WKURXJK�7KH�1HWKHUODQGV�LQWR�LQWHUQDWLRQDO
PDUNHWV��7KHUH�DUH�ODUJH�VWRUDJH�IDFLOLWLHV�WR�KDQGOH�WKHVH�FKHPLFDOV��DQG�5RWWHUGDP�LV�WKH
ZRUOG
V�EXVLHVW�SRUW��7UDQVVKLSPHQWV��EURNHUHG�WUDQVDFWLRQV��UDSLG�FKDQJHV�RI�RZQHUVKLS�
FRPPHUFLDO�XUJHQF\�WR�DSSURYH�WUDQVDFWLRQV��DQG�RWKHU�QRUPDO�FRPPHUFLDO�DFWLYLWLHV�DOO
FRQWULEXWH�WR�WKH�SRVVLELOLWLHV�IRU�GLYHUVLRQ�LQ�LQWHUQDWLRQDO�WUDGH��7KH�ODUJH�DPRXQW�RI
V\QWKHWLF�GUXJV�SURGXFHG�LQ�7KH�1HWKHUODQGV�LQGLFDWHV�WKDW�WKHUH�LV�GRPHVWLF�GLYHUVLRQ�RU
VPXJJOLQJ�IURP�DEURDG�WR�SURYLGH�WKH�UHTXLUHG�FKHPLFDOV�

7KH�1HWKHUODQGV�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�DQG�KDV�OHJLVODWLRQ�PHHWLQJ
WKH�FKHPLFDO�FRQWURO�UHTXLUHPHQWV�RI�WKH�&RQYHQWLRQ�DQG�WKH�(8�UHJXODWLRQV��$�1DWLRQDO
&RRUGLQDWLQJ�&RPPLWWHH�RQ�&KHPLFDO�3UHFXUVRUV��OHG�E\�WKH�0LQLVWU\�RI�)LQDQFH��ZDV
HVWDEOLVKHG�LQ������WR�LPSURYH�FRRSHUDWLRQ�DQG�FRRUGLQDWLRQ�EHWZHHQ�WKH�ILYH�PLQLVWULHV
GHDOLQJ�ZLWK�FKHPLFDO�FRQWURO��7KH�1HWKHUODQGV�VXSSRUWV�DQG�SDUWLFLSDWHV�LQ�PXOWLODWHUDO
FKHPLFDO�FRQWURO�LQLWLDWLYHV�VXFK�DV�2SHUDWLRQV�3XUSOH�DQG�7RSD]�

8�6��DQG�'XWFK�DXWKRULWLHV�FRRSHUDWH�FORVHO\�RQ�ELODWHUDO�PDWWHUV��LQ�PXOWLODWHUDO
RSHUDWLRQDO�LQLWLDWLYHV�DQG�LQ�LQWHUQDWLRQDO�PHHWLQJV�VXFK�DV�WKH�&RPPLVVLRQ�RQ�1DUFRWLF
'UXJV��,QIRUPDWLRQ�LV�H[FKDQJHG�LQ�WKH�FRQWH[W�RI�WKH�8�6��(8�&KHPLFDO�&RQWURO
$JUHHPHQW�DQG�LQIRUPDOO\�DW�WKH�RSHUDWLRQDO�OHYHO�

�

0DMRU�+HURLQ�DQG�&RFDLQH�0DQXIDFWXULQJ�&RXQWULHV

7KH�PDQXIDFWXUH�RI�KHURLQ�DQG�FRFDLQH�UHTXLUHV�VLJQLILFDQW�TXDQWLWLHV�RI�FKHPLFDOV��0RVW�PDMRU
PDQXIDFWXULQJ�FRXQWULHV�IRU�WKHVH�LOOLFLW�GUXJV�GR�QRW�SURGXFH�DOO�WKH�UHTXLUHG�FKHPLFDOV��DQG�WUDIILFNHUV
PXVW�PHHW�WKH�PDMRULW\�RI�WKHLU�FKHPLFDO�UHTXLUHPHQWV�IURP�H[WHUQDO�VRXUFHV��7KLV�VHFWLRQ�VXPPDUL]HV
WKH�VRXUFHV�RI�FKHPLFDOV�XVHG�LQ�KHURLQ�DQG�FRFDLQH�PDQXIDFWXULQJ�FRXQWULHV�DQG�WKHLU�LQLWLDWLYHV�WR
FRQWURO�WKHVH�FKHPLFDOV�

$VLD

$IJKDQLVWDQ

$IJKDQLVWDQ�LV�WKH�ZRUOG
V�ODUJHVW�PDQXIDFWXUHU�RI�KHURLQ��7KH�FKHPLFDOV�UHTXLUHG�IRU�WKLV
PDQXIDFWXUH�PXVW�FRPH�IURP�DEURDG��$OWKRXJK�$IJKDQLVWDQ�LV�D�SDUW\�WR�WKH������81
'UXJ�&RQYHQWLRQ��WKHUH�LV�QR�YLDEOH�FKHPLFDO�FRQWURO�V\VWHP�

(XURSH��WKH�&HQWUDO�$VLDQ�6WDWHV�DQG�,QGLD�DUH�WKH�SULQFLSDO�VRXUFHV�IRU�FKHPLFDOV��HLWKHU
VKLSSHG�GLUHFWO\�WR�$IJKDQ�HQWLWLHV�RU�WR�QHDUE\�FRXQWULHV�DQG�VPXJJOHG�LQWR�$IJKDQLVWDQ�
7KH�&HQWUDO�$VLDQ�6WDWHV�DQG�3HUVLDQ�*XOI�FRXQWULHV�KDYH�EHHQ�XVHG�DV�VPXJJOLQJ�URXWHV�

7KH������81�6HFXULW\�&RXQFLO�7DOLEDQ�VDQFWLRQV�UHVROXWLRQ�LQFOXGHV�D�SURYLVLRQ
SURKLELWLQJ��WKH�VDOH��VXSSO\�RU�WUDQVIHU��RI�DFHWLF�DQK\GULGH��D�NH\�KHURLQ�FKHPLFDO��WR�WKH
7DOLEDQ�FRQWUROOHG�DUHDV�RI�$IJKDQLVWDQ��,Q�YLHZ�RI�WKLV�SURYLVLRQ��$IJKDQ�WUDIILFNHUV�ZLOO
KDYH�WR�UHO\�LQFUHDVLQJO\�RQ�VPXJJOLQJ�WR�PHHW�WKHLU�FKHPLFDO�UHTXLUHPHQWV�

%XUPD

%XUPD�LV�QXPEHU�WZR�LQ�ZRUOGZLGH�KHURLQ�SURGXFWLRQ�DIWHU�$IJKDQLVWDQ��,W�LV�EHFRPLQJ�DQ
LPSRUWDQW�PDQXIDFWXUHU�RI�DPSKHWDPLQH�W\SH�VWLPXODQWV��$76��WR�PHHW�JURZLQJ�GHPDQG�
SULPDULO\�LV�6RXWKHDVW�$VLD��%XUPD�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��EXW�LW
GRHV�QRW�KDYH�D�YLDEOH�V\VWHP�LQ�SODFH�WR�VDWLVI\�LWV�FKHPLFDO�FRQWURO�SURYLVLRQV��7KH�EXON
RI�WKH�NH\�FKHPLFDOV�UHTXLUHG�IRU�LOOLFLW�GUXJ�PDQXIDFWXUH��PRVW�LPSRUWDQWO\�DFHWLF
DQK\GULGH�IRU�KHURLQ�DQG�HSKHGULQH�IRU�$76��DUH�VPXJJOHG�DFURVV�SRURXV�ERUGHUV�IURP
&KLQD�DQG�,QGLD��ZKHUH�WKH\�ZHUH�GLYHUWHG�IURP�GRPHVWLF�FRPPHUFH�

/DWLQ�$PHULFD



%ROLYLD

'UXJ�WUDIILFNHUV�LQ�%ROLYLD�UHO\�ODUJHO\�RQ�FKHPLFDOV�VPXJJOHG�LQWR�WKH�FRXQWU\�IURP
QHLJKERULQJ�FRXQWULHV�WR�SURFHVV�FRFD�OHDI�LQWR�FRFDLQH�SURGXFWV��'LYHUVLRQ�IURP�OLFHQVHG
LPSRUWV�LV�FRQVLGHUHG�VPDOO�

%ROLYLD�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ�DQG�KDV�WKH�OHJDO�IUDPHZRUN�IRU
LPSOHPHQWLQJ�LWV�FKHPLFDO�FRQWURO�SURYLVLRQV��7KH�%ROLYLDQ�3ROLFH�KDYH�D�KLJKO\�HIIHFWLYH
LQWHUGLFWLRQ�SURJUDP�ZKLFK�KDV�IRUFHG�WUDIILFNHUV�WR�UHO\�RQ�LQIHULRU�VXEVWLWXWHV�IRU�VFDUFH
DQG�H[SHQVLYH�VPXJJOHG�FKHPLFDOV��DQG�WR�VWUHDPOLQH�WKH�EDVH�FRFDLQH�+&O�SURGXFWLRQ
SURFHVV��E\�RPLWWLQJ�RU�UHGXFLQJ�VWHSV�VXFK�DV�R[LGDWLRQ�ZKLFK�UHTXLUHV�SRWDVVLXP
SHUPDQJDQDWH��7KH�UHVXOW�LV�WKDW�DYHUDJH�SXULW\�OHYHOV�DUH�GHFUHDVLQJ�DQG�WKH�ILQDO�SURGXFW
LV�EHLQJ�FXW�ZLWK�ILOOHUV�WR�LQFUHDVH�ZHLJKW��%HFDXVH�RI�WKH�FKHPLFDO�VKRUWDJH��%ROLYLDQ
EDVH�LV�DOVR�EHLQJ�VPXJJOHG�LQWR�%UD]LO�IRU�ILQDO�SURFHVVLQJ�ZLWK�FKHPLFDOV�GLYHUWHG�IURP
%UD]LOLDQ�GRPHVWLF�FRPPHUFH�

%ROLYLD�SDUWLFLSDWHV�LQ�ERWK�WKH�0XOWLODWHUDO�&KHPLFDO�5HSRUWLQJ�,QLWLDWLYH�DQG�2SHUDWLRQ
3XUSOH�

&RORPELD

&RORPELD�LV�WKH�ZRUOG
V�ODUJHVW�SURGXFHU�RI�FRFDLQH�DQG�DQ�LPSRUWDQW�SURGXFHU�RI�KHURLQ�
7KLV�UHTXLUHV�FKHPLFDOV��PRVW�RI�ZKLFK�DUH�LPSRUWHG�LQWR�WKH�FRXQWU\�ZLWK�IDFLDOO\�YDOLG
LPSRUW�OLFHQVHV�DQG�VXEVHTXHQWO\�GLYHUWHG��/HVVHU�DPRXQWV�DUH�VPXJJOHG�LQ�IURP
QHLJKERULQJ�FRXQWULHV��%UD]LO��(FXDGRU�DQG�9HQH]XHOD�

&RORPELD�LV�D�SDUW\�WR�WKH������81�'UXJ�&RQYHQWLRQ��DQG�WKH�FRXQWU\
V�FKHPLFDO�FRQWURO
ODZV�PHHW�RU�H[FHHG�WKH�SURYLVLRQV�RI�WKH�&RQYHQWLRQ��+RZHYHU��WKH�V\VWHP�IRU�LVVXLQJ
LPSRUW�SHUPLWV�ZHDNHQV�LPSOHPHQWDWLRQ��7KH�SHUPLWV�DUH�QRW�UHOLDEOH�SURRI�WKDW�WKH
OHJLWLPDWH�HQG�XVH�IRU�FRQWUROOHG�FKHPLFDOV�KDV�EHHQ�YHULILHG�SULRU�WR�WKHLU�LVVXDQFH��7KH
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RSHUDWLRQV�WDUJHWLQJ�FKHPLFDO�FRPSDQLHV�DXWKRUL]HG�WR�KDQGOH�SRWDVVLXP�SHUPDQJDQDWH
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2YHUDOO�DQWL�PRQH\�ODXQGHULQJ�HIIRUWV�LQ�WKH�\HDU������PDGH�SURJUHVV�DFURVV�WZR�EURDG�IURQWV��7KH
LQWHUQDWLRQDO�FRPPXQLW\�GHPRQVWUDWHG�LWV�UHVROYH�WR�FRQIURQW�PRQH\�ODXQGHULQJ�E\�VKRZLQJ�D�VWURQJ
FRPPLWPHQW�WR�ZRUN�FROOHFWLYHO\�WR�DGGUHVV�WKH�SUREOHP�ZKLOH�VHHNLQJ�WR�LVRODWH�WKRVH�FRXQWULHV�DQG
MXULVGLFWLRQV�WKDW�ODFN�WKLV�FRPPLWPHQW��,Q�WKLV�UHJDUG��WKH�\HDU������PDUNHG�D�PLOHVWRQH�LQ
LQWHUQDWLRQDO�FRRSHUDWLRQ�RQ�ILJKWLQJ�PRQH\�ODXQGHULQJ�DV�WKH�)LQDQFLDO�$FWLRQ�7DVN�)RUFH��)$7)����
SXEOLFO\�UHOHDVHG�D�OLVW�RI����FRXQWULHV�DQG�WHUULWRULHV�WKDW�ZHUH�IRXQG�WR�EH�QRQ�FRRSHUDWLYH�LQ�WKH
LQWHUQDWLRQDO�ILJKW�DJDLQVW�PRQH\�ODXQGHULQJ��$W�WKH�FRQFOXVLRQ�RI�LWV�-XQH������SOHQDU\�PHHWLQJ��WKH
)$7)�SXEOLVKHG�D�UHSRUW�WKDW�VWDWHG�WKDW�WKHVH����FRXQWULHV�DQG�WHUULWRULHV�KDG��VHULRXV�V\VWHPLF
SUREOHPV�ZLWK�PRQH\�ODXQGHULQJ�FRQWUROV�DQG�WKDW�WKH\�PXVW�LPSURYH�WKHLU�UXOHV�DQG�SUDFWLFHV�DV
H[SHGLWLRXVO\�DV�SRVVLEOH�RU�IDFH�SRVVLEOH�VDQFWLRQV���)ROORZLQJ�SXEOLFDWLRQ�RI�WKLV�UHSRUW��WKH�8QLWHG
6WDWHV��LWV�*���SDUWQHUV�DQG�RWKHU�)$7)�PHPEHUV�LVVXHG�DGYLVRULHV��QRWLFHV�RU�RWKHU�YDULRXV
FRPPXQLFDWLRQV�DOHUWLQJ�WKH�ILQDQFLDO�LQVWLWXWLRQV�LQ�WKHLU�FRXQWULHV�DERXW�WKH�PRQH\�ODXQGHULQJ�ULVNV
WKH\�IDFH�LQ�WKH��QRQ�FRRSHUDWLQJ��MXULVGLFWLRQV�

7KH�SXEOLFDWLRQ�RI�WKH�)$7)�UHSRUW�UHSUHVHQWV�WKH�ILUVW�VWHS�LQ�DQ�RQJRLQJ�SURFHVV�WR�EULQJ
LQWHUQDWLRQDO�ILQDQFLDO�FHQWHUV�LQWR�FRPSOLDQFH�ZLWK�LQWHUQDWLRQDO�DQWL�PRQH\�ODXQGHULQJ�VWDQGDUGV��7KH
GHYHORSPHQW�RI�D�FRQVHQVXV�DPRQJ�WKH�)$7)�PHPEHUVKLS�ZDV�WKH�UHVXOW�RI�D�ILYH�PRQWK�SURFHVV�LQ
ZKLFK�)$7)�HYDOXDWHG�WKH�DQWL�PRQH\�ODXQGHULQJ�V\VWHPV�RI�QXPHURXV�FRXQWULHV�LQ�RUGHU�WR�LGHQWLI\
WKRVH�DQWL�PRQH\�ODXQGHULQJ�HIIRUWV�WKDW�IDLO�WR�PHHW�LQWHUQDWLRQDO�QRUPV��7KH�ZLOOLQJQHVV�RI�WKH�)$7)
PHPEHUV�WR�DJUHH�RQ�WKLV�OLVW�GHPRQVWUDWHV�WKH�VHULRXVQHVV�RI�WKH�PRQH\�ODXQGHULQJ�SUREOHP�LQ�WKRVH
MXULVGLFWLRQV�DQG�WKH�FRPPLWPHQW�RI�WKH�PHPEHUV�WR�DGGUHVV�LW�LQ�D�PHDQLQJIXO�ZD\�

7KLV�H[HUFLVH�KDV�DOUHDG\�VKRZQ�SRVLWLYH�UHVXOWV��6LQFH�WKH�OLVW�ZDV�SXEOLVKHG��VHYHQ�RI�WKH���
MXULVGLFWLRQV�KDYH�HQDFWHG�DOO�RU�DOPRVW�DOO�RI�WKH�OHJLVODWLRQ�QHHGHG�WR�DGGUHVV�GHILFLHQFLHV�LGHQWLILHG
E\�WKH�)$7)��DQG�QRZ�PXVW�GHPRQVWUDWH�HIIHFWLYH�LPSOHPHQWDWLRQ�RI�WKH�OHJLVODWLRQ��6HYHUDO�RWKHU
MXULVGLFWLRQV�KDYH�HQDFWHG�VRPH�UHOHYDQW�OHJLVODWLRQ�WR�DGGUHVV�WKH�GHILFLHQFLHV�LGHQWLILHG�E\�)$7)�
7KHVH�MXULVGLFWLRQV�DUH�FRPPHQGHG�IRU�EHJLQQLQJ�WKHLU�OHJLVODWLYH�SURFHVVHV��DQG�DUH�HQFRXUDJHG�WR
FRQWLQXH�WR�ZRUN�WRZDUG�GHYHORSLQJ�FRPSUHKHQVLYH�DQWL�PRQH\�ODXQGHULQJ�UHJLPHV�WKDW�PHHW
LQWHUQDWLRQDO�VWDQGDUGV��7KH�)$7)�ZLOO�EH�DVVHVVLQJ�WKH�SURJUHVV�PDGH�E\�DOO�OLVWHG�MXULVGLFWLRQV�WR
GHWHUPLQH�ZKHWKHU�DQ\�VKRXOG�EH�UHPRYHG�IURP�WKH�OLVW�DQG�ZLOO�DOVR�FRQWLQXH�LWV�UHYLHZ�SURFHVV�WR
GHWHUPLQH�ZKHWKHU�DQ\�QHZ�FRXQWULHV�VKRXOG�EH�DGGHG�

)XUWKHU�LQWHUQDWLRQDO�FRPPLWPHQW�ZDV�UHIOHFWHG�LQ�DGGLWLRQDO�DGYDQFHV�E\�)$7)�DQG�)$7)�OLNH
UHJLRQDO�ERGLHV��7KUHH�FRXQWULHV³$UJHQWLQD��%UD]LO�DQG�0H[LFR³MRLQHG�)$7)��LQFUHDVLQJ�LWV
PHPEHUVKLS�WR����QDWLRQV��,Q�DGGLWLRQ��WZR�QHZ�UHJLRQDO�)$7)�OLNH�ERGLHV�ZHUH�FUHDWHG�WR�H[WHQG�WKH
ILJKW�DJDLQVW�PRQH\�ODXQGHULQJ��7KH�)LQDQFLDO�$FWLRQ�7DVN�)RUFH�DJDLQVW�0RQH\�/DXQGHULQJ�LQ�6RXWK
$PHULFD�DQG�WKH�(DVWHUQ�DQG�6RXWKHUQ�$IULFDQ�$QWL�0RQH\�/DXQGHULQJ�*URXS�ZHUH�IRUPHG�LQ������
LQFUHDVLQJ�WKH�QXPEHU�RI�UHJLRQDO�ERGLHV�WR�ILYH�

7KH�'HFHPEHU������VLJQLQJ�RI�WKH�8QLWHG�1DWLRQV�&RQYHQWLRQ�DJDLQVW�7UDQVQDWLRQDO�2UJDQL]HG�&ULPH
LQ�3DOHUPR��,WDO\�UHSUHVHQWV�DQRWKHU�VLJQLILFDQW�GHYHORSPHQW�LQ�WKH�HIIRUW�WR�SURPRWH�LQWHUQDWLRQDO
FRRSHUDWLRQ�DJDLQVW�PRQH\�ODXQGHULQJ�DQG�RWKHU�IRUPV�RI�RUJDQL]HG�FULPH��7KH�&RQYHQWLRQ�ZDV�VLJQHG
E\�RYHU�����FRXQWULHV��LQFOXGLQJ�WKH�8QLWHG�6WDWHV��DQG�ZLOO�HQWHU�LQWR�IRUFH�DIWHU�IRUW\�KDYH�EHFRPH
SDUWLHV��7KLV�&RQYHQWLRQ�LQFOXGHV�PDQ\�VLJQLILFDQW�SURYLVLRQV�ZLWK�UHVSHFW�WR�PRQH\�ODXQGHULQJ�DQG
LQWHUQDWLRQDO�FRRSHUDWLRQ�LQ�ILQDQFLDO�LQYHVWLJDWLRQV��2QFH�DJDLQ��WKH�GUDIWLQJ�DQG�VLJQLQJ�RI�WKLV
&RQYHQWLRQ�GHPRQVWUDWH�WKH�UHFRJQLWLRQ�E\�WKH�LQWHUQDWLRQDO�FRPPXQLW\�WKDW�LW�PXVW�VWDQG�WRJHWKHU�WR
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IURP�LOOLFLW�DFWLYLWLHV�LQWR�IXQGV�ZLWK�DQ�DSSDUHQWO\�OHJDO�VRXUFH�

0RQH\�ODXQGHULQJ�KDV�GHYDVWDWLQJ�VRFLDO�FRQVHTXHQFHV�DQG�LV�D�WKUHDW�WR�QDWLRQDO�VHFXULW\��,W�SURYLGHV
WKH�IXHO�IRU�GUXJ�GHDOHUV��WHUURULVWV��LOOHJDO�DUPV�GHDOHUV��FRUUXSW�SXEOLF�RIILFLDOV�DQG�RWKHU�FULPLQDOV�WR
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V\VWHPV��DQG�WUDGH�ILQDQFLQJ�DOO�KDYH�WKH�DELOLW\�WR�PDVN�LOOHJDO�DFWLYLWLHV ��,Q�GRLQJ�VR��FULPLQDOV
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FRQWLQXHG�DEXVH�RI�VRPH�RIIVKRUH�ILQDQFLDO�FHQWHUV��WKH�SUROLIHUDWLRQ�RI�RQ�OLQH�,QWHUQHW�EDQNLQJ�DQG
,QWHUQHW�JDPEOLQJ�KDYH�IXUWKHU�HQKDQFHG�WKH�QHHG�WR�VFUXWLQL]H�QHZ�WHFKQRORJLHV�WR�FRPEDW�PRQH\
ODXQGHULQJ�VFKHPHV�

0RQH\�ODXQGHUHUV�DOVR�QHJDWLYHO\�LPSDFW�MXULVGLFWLRQV�E\�UHGXFLQJ�WD[�UHYHQXHV�WKURXJK�XQGHUJURXQG
HFRQRPLHV��FRPSHWLQJ�XQIDLUO\�ZLWK�OHJLWLPDWH�EXVLQHVVHV��GDPDJLQJ�ILQDQFLDO�V\VWHPV��DQG�GLVUXSWLQJ
HFRQRPLF�GHYHORSPHQW��0RQH\�ODXQGHULQJ�LV�QRZ�EHLQJ�YLHZHG�DV�D�FHQWUDO�GLOHPPD�LQ�GHDOLQJ�ZLWK�DOO
IRUPV�RI�LQWHUQDWLRQDO�RUJDQL]HG�FULPH�EHFDXVH�ILQDQFLDO�JDLQ�PHDQV�SRZHU��)LJKWLQJ�PRQH\�ODXQGHUHUV
QRW�RQO\�UHGXFHV�ILQDQFLDO�FULPH��LW�DOVR�GHSULYHV�FULPLQDOV�DQG�WHUURULVWV�RI�WKH�PHDQV�WR�FRPPLW�RWKHU
VHULRXV�FULPHV�

7KH�8QLWHG�6WDWHV�DQG�RWKHU�QDWLRQV�DUH�YLFWLPV�RI�WD[�HYDVLRQ�VFKHPHV�WKDW�XVH�YDULRXV�ILQDQFLDO
FHQWHUV�DURXQG�WKH�ZRUOG�DQG�WKHLU�EDQN�VHFUHF\�ODZV�WR�KLGH�PRQH\�IURP�WD[�DXWKRULWLHV��WKXV
XQGHUPLQLQJ�OHJLWLPDWH�WD[�FROOHFWLRQ��)LQDQFLDO�FHQWHUV�WKDW�KDYH�VWURQJ�EDQN�VHFUHF\�ODZV�DQG�ZHDN
FRUSRUDWH�IRUPDWLRQ�UHJXODWLRQV��DQG�WKDW�GR�QRW�FRRSHUDWH�LQ�WD[�LQTXLULHV�IURP�IRUHLJQ�JRYHUQPHQWV�
DUH�IRXQG�ZRUOGZLGH��7KHVH�ILQDQFLDO�FHQWHUV��NQRZQ�DV��WD[�KDYHQV���WKULYH�LQ�SURYLGLQJ�VDQFWXDU\�IRU
WKH�GHSRVLW�RI�PRQLHV�IURP�LQGLYLGXDOV�DQG�EXVLQHVVHV�WKDW�HYDGH�WKH�SD\PHQW�RI�WD[HV�LQ�WKHLU�KRPH
MXULVGLFWLRQV�DQG�DOORZ�WKHP�WR�NHHS�WKH�PRQH\�WKH\�KDYH�GHSRVLWHG�IURP�WKH�NQRZOHGJH�RI�WD[
DXWKRULWLHV��%LOOLRQV�RI�IXQGV�RQ�ZKLFK�WD[�LV�SURSHUO\�GXH��GHQRPLQDWHG�LQ�YDULRXV�FXUUHQFLHV��DUH�KHOG
RQ�GHSRVLW�LQ�WKHVH�WD[�KDYHQV�

%RWK�WD[�HYDVLRQ�DQG�PRQH\�ODXQGHULQJ�DUH�DFWLYLWLHV�WKDW�DUH�DLGHG�E\�ILQDQFLDO�FHQWHUV�WKDW�KDYH
VWURQJ�EDQN�VHFUHF\�ODZV�DQG�D�SROLF\�RI�QRQ�FRRSHUDWLRQ�ZLWK�IRUHLJQ�ODZ�HQIRUFHPHQW�DXWKRULWLHV��DV
LV�WKH�FDVH�ZLWK�VRPH�MXULVGLFWLRQV�ZLWK�RIIVKRUH�ILQDQFLDO�FHQWHUV�

2IIVKRUH�)LQDQFLDO�&HQWHUV

%DFNJURXQG

1HDUO\�VL[W\�MXULVGLFWLRQV��VFDWWHUHG�DURXQG�WKH�JOREH��FRPSULVH�WKH�FRQVWDQWO\�H[SDQGLQJ�RIIVKRUH
ILQDQFLDO�VHUYLFHV�VHFWRU��$�UHFHQW�VWXG\�IRXQG�WKDW�E\�WKH�HQG�RI�������WKH�VKDUH�RI�FURVV�ERUGHU�DVVHWV
KHOG�LQ�WKH�RIIVKRUH�VHFWRU�������WULOOLRQ��DFFRXQWHG�IRU�PRUH�WKDQ�KDOI�RI�DOO�FURVV�ERUGHU�DVVHWV�KHOG
JOREDOO\����

����/XFD�(UULFR�DQG�$OEHUWR�0XVDOHP��:RUNLQJ�SDSHU�RI�WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG���2IIVKRUH�%DQNLQJ��$Q�$QDO\VLV�RI�0LFUR�DQG�0DFUR�

3UXGHQWLDO�,VVXHV���������S����

7KH�DWWHQWLRQ�RI�PDQ\�PXOWLODWHUDO�HQWLWLHV�FRQFHUQHG�ZLWK�JOREDO�ILQDQFLDO�VWDELOLW\�LQ�DQ�LQFUHDVLQJO\
LQWHUGHSHQGHQW�ILQDQFLDO�V\VWHP�KDV�EHHQ�IRFXVHG�RQ�PRUH�WKDQ�MXVW�WKH�VKHHU�YROXPH�RI�FURVV�ERUGHU
DVVHWV�KHOG�E\�WKH�RIIVKRUH�ILQDQFLDO�FHQWHUV��2)&V���:KLOH�WKLV�GLVFXVVLRQ�LV�QRW�LQWHQGHG�WR�VXJJHVW
WKDW�2)&V��DV�D�FODVV��DUH�DOO�XQUHJXODWHG�RU�DOO�FHQWHUV�RI�LOOHJDO�ILQDQFLDO�DFWLYLW\��WKH�QDWXUH�RI�WKH
UHJXODWRU\�DQG�OHJDO�UHJLPHV�LQ�D�QXPEHU�RI�2)&V�FDQ�EH�YLHZHG�DV�SUREOHPDWLF��DV�DUH�VRPH�RI�WKH
VHUYLFHV�DQG�SURGXFWV�SURYLGHG�LQ�PDQ\�2)&V��,Q�SDUWLFXODU��WKH�ODFN�RI�WUDQVSDUHQF\�WKDW
FKDUDFWHUL]HV�PDQ\�RI�WKH�2)&V����KDV�DFWHG�DV�D�SRZHUIXO�PDJQHW�DWWUDFWLQJ�JRYHUQPHQWV��JURXSV�DQG
LQGLYLGXDOV�GHVLULQJ�WR�KLGH�WKHLU�ILQDQFLDO�DFWLYLW\�IURP�SXEOLF�VFUXWLQ\�

$OWKRXJK�WKHUH�LV�OLWWOH�FRQVHQVXV�UHJDUGLQJ�WKH�H[DFW�GHILQLWLRQ�RI�DQ�RIIVKRUH�ILQDQFLDO�FHQWHU��FHUWDLQ
FKDUDFWHULVWLFV�GLVWLQJXLVK�WUDGLWLRQDO�RQVKRUH�ILQDQFLDO�FHQWHUV�IURP�WKRVH�WHUPHG��RIIVKRUH���)LUVW�
RIIVKRUH�ILQDQFLDO�FHQWHUV�DUH�LQ�DOPRVW�DOO�FDVHV��VHJUHJDWHG�IURP�WKH�QRUPDO�EDQNLQJ�VWUXFWXUH�RI�WKH
MXULVGLFWLRQ��7KH�YDVW�PDMRULW\�RI�MXULVGLFWLRQV�RIIHULQJ�RIIVKRUH�ILQDQFLDO�VHUYLFHV�UHVWULFW�DFFHVV�WR
WKHVH�VHUYLFHV�DQG�SURGXFWV�WR�QRQ�UHVLGHQWV��WKHUHE\�FUHDWLQJ�D�SDUDOOHO�V\VWHP�ZLWKLQ�WKHLU�RZQ
ERUGHUV��0DQ\�MXULVGLFWLRQV�ZLWK�2)&V�FRQGXFW�ILQDQFLDO�WUDQVDFWLRQV�RQO\�LQ�FXUUHQFLHV�RWKHU�WKDQ�WKH
ORFDO�FXUUHQF\��2)&V�DOVR�GLIIHU�IURP�RQVKRUH�MXULVGLFWLRQV�LQ�WKHLU�UHJXODWRU\�UHJLPHV�DQG�LQ�WKHLU�OHJDO
IUDPHZRUNV��0DQ\�2)&V�ODFN�WKH�VWULQJHQW�UHJXODWRU\�DQG�VXSHUYLVRU\�UHJLPHV�IRXQG�LQ�GHYHORSHG
RQVKRUH�MXULVGLFWLRQV��,Q�WKH�PDMRULW\�RI�2)&V��EDQNV�DUH�QRW�UHTXLUHG�WR�DGKHUH�WR�D�ZLGH�UDQJH�RI
UHJXODWLRQV�QRUPDOO\�LPSRVHG�RQ�RQVKRUH�EDQNV�



)RUPDWLRQ�RI�D�EDQN�LV�PRUH�HDVLO\�DFFRPSOLVKHG�LQ�PRVW�2)&V��LW�LV�HYHQ�UHSRUWHG�WKDW�LQ�VRPH
MXULVGLFWLRQV�D�EDQN�FDQ�EH�IRUPHG��UHJLVWHUHG�DQG�LWV�RZQHUVKLS�SODFHG�LQ�WKH�KDQGV�RI�QRPLQHH
GLUHFWRUV�YLD�WKH�,QWHUQHW��+RZHYHU�IRUPHG��WKHUH�DUH�IHZ��LI�DQ\��GLVFORVXUH�UHTXLUHPHQWV��EDQN
WUDQVDFWLRQV�DUH�IUHH�RI�H[FKDQJH�DQG�LQWHUHVW�UDWH�UHVWULFWLRQV��PLQLPDO�RU�QR�FDSLWDO�UHVHUYH
UHTXLUHPHQWV�DUH�UHTXLUHG��DQG�WUDQVDFWLRQV�DUH�PRVWO\�WD[�IUHH�

6RPH������EDQNV�DUH�WKRXJKW�WR�KDYH�EHHQ�OLFHQVHG�DQG�UHJLVWHUHG�JOREDOO\�LQ�WKH�RIIVKRUH�VHFWRU�E\
'HFHPEHU����������+RZ�PDQ\�DUH�PHUHO\��SODTXH�EDQNV����EDQNV�ZLWKRXW�DQ�DFWXDO�SK\VLFDO�SUHVHQFH
LQ�WKH�MXULVGLFWLRQ�LQ�ZKLFK�WKH\�DUH�UHJLVWHUHG��LV�QRW�FXUUHQWO\�NQRZQ��DOWKRXJK�WKH�8QLWHG�1DWLRQV
*OREDO�3URJUDP�$JDLQVW�0RQH\�/DXQGHULQJ�LV�FXUUHQWO\�FROOHFW LQJ�WKDW�GDWD��,Q�PDQ\�2)&V��QRQ�EDQN
ILQDQFLDO�LQGXVWULHV��VXFK�DV�WKH�LQVXUDQFH�DQG�VHFXULWLHV�LQGXVWULHV��DUH�VXEMHFW�WR�HYHQ�OHVV��LI�DQ\�
UHJXODWLRQ�WKDQ�LV�WKH�EDQNLQJ�LQGXVWU\�

:KLOH�WKHUH�DUH�PDQ\�ZHOO�UHJXODWHG�2)&V��D�SULQFLSDO�DWWUDFWLRQ�LV�RIWHQ�WKH�H[LVWHQFH�RI�OHJDO
IUDPHZRUNV�GHVLJQHG�WR�REVFXUH�WKH�LGHQWLW\�RI�WKH�EHQHILFLDO�RZQHU��WR�SURPRWH�UHJXODWRU\�DQG
VXSHUYLVRU\�DUELWUDJH��DQG�WR�SURYLGH�PLWLJDWLRQ�RU�HYDVLRQ�RI�KRPH�FRXQWU\�WD[�UHJLPHV��6RPH�RI�WKHVH
2)&V�RIIHU�WKH�DELOLW\�WR�IRUP�DQG�PDQDJH�FRQILGHQWLDOLW\�RI�D�YDULHW\�RI�LQWHUQDWLRQDO�EXVLQHVV
FRPSDQLHV��,%&V��DQG�H[HPSW�FRPSDQLHV��WUXVWV��LQYHVWPHQW�IXQGV�DQG�LQVXUDQFH�FRPSDQLHV��PDQ\
ZLWK�QRPLQHH�GLUHFWRUV��QRPLQHH�RIILFHKROGHUV�DQG�QRPLQHH�VKDUHKROGHUV��:KHQ�FRPELQHG�ZLWK�WKH
XVH�RI�EHDUHU�VKDUHV�DQG��PLQL�WUXVWV���WKH�ODWWHU�DUH�LQVWUXPHQWV�XVHG�WR�IXUWKHU�LQVXODWH�WKH�EHQHILFLDO
RZQHU�ZKLOH�EULGJLQJ�WKH�RZQHUVKLS�DQG�PDQDJHPHQW�RI�WKH�FRUSRUDWH�HQWLW\���,%&V�FDQ�SUHVHQW
LPSHQHWUDEOH�EDUULHUV�WR�ODZ�HQIRUFHPHQW����

����7KH�WHUP��RIIVKRUH�ILQDQFLDO�FHQWHU���2)&��LV�JHQHUDOO\�WKRXJKW�WR�GHVFULEH�DQ�HQWLUH�MXULVGLFWLRQ��+RZHYHU��WKHUH�DUH�LPSRUWDQW�2)&V

ORFDWHG�ZLWK�WKH�ERUGHUV�RI�MXULVGLFWLRQV���2)&��LQ�WKLV�UHSRUW�LV�XVHG�WR�GHVFULEH�ERWK�FDVHV��2)&V�PDLQWDLQ�WKDW�WKHLU�FDUHIXOO\�FUDIWHG�ODZV

DQG�UHJXODWLRQV�SURYLGH�EHQHILFLDO�EXVLQHVV�DQG�ILQDQFLDO�SODQQLQJ�RSWLRQV�IRU�WKHLU�FOLHQWV��7KHVH�LQFOXGH��EXW�DUH�QRW�OLPLWHG�WR�

VRSKLVWLFDWHG�WUDGH�ILQDQFLQJ��HVWDWH�SODQQLQJ�IRU�KLJK�QHW�ZRUWK�LQGLYLGXDOV��WD[�PLWLJDWLRQ�IRU�LQGLYLGXDOV�DQG�FRUSRUDWLRQV��DYRLGDQFH�RI

H[FKDQJH�FRQWUROV��OLDELOLW\�FRQWDLQPHQW�IRU�VKLSV�DQG�DLUSODQHV��VRSKLVWLFDWHG�LQVXUDQFH�PDQDJHPHQW�RSWLRQV��LQYHVWPHQW�RSSRUWXQLWLHV�WKDW

WUDQVFHQG�KRPH�FRXQWU\�PDUNHWLQJ�UHJXODWLRQV��SUHVHUYDWLRQ�RI�DVVHWV��LQYHVWPHQW�RI�RYHUQLJKW�IXQGV��DQG�IUHHGRP�IURP�FHUWDLQ�KRPH

FRXQWU\�UHJXODWRU\�UHTXLUHPHQWV�

����:RUNLQJ�SDSHU�RI�WKH�8QLWHG�1DWLRQV�2IILFH�IRU�'UXJ�&RQWURO�DQG�&ULPH�3UHYHQWLRQ���7KH�8QLWHG�1DWLRQV�)RUXP���-DQXDU\�������S���2I�DOO

RIIVKRUH�EDQNV������DUH�ORFDWHG�LQ�WKH�&DULEEHDQ�DQG�/DWLQ�$PHULFD������LQ�(XURSH�������LQ�$VLD�DQG�WKH�3DFLILF�DQG�����LQ�$IULFD�DQG

WKH�0LGGOH�(DVW�

�����,%&��LV�WKH�WHUP�XVHG�WR�GHVFULEH�D�YDULHW\�RI�RIIVKRUH�FRUSRUDWH�HQWLWLHV��ZKLFK�DUH�UHVWULFWHG�WR�WUDQVDFWLQJ�EXVLQHVV�RXWVLGH�WKH

MXULVGLFWLRQ�LQ�ZKLFK�WKH\�DUH�IRUPHG��,%&V�DUH�FKDUDFWHUL]HG�E\�UDSLG�IRUPDWLRQ��DW�ORZ�FRVW��ZLWK�EURDG�SRZHUV��ORZ�WR�QR�WD[DWLRQ��PLQLPDO�RU

QRQ�H[LVWHQW�UHSRUWLQJ�UHTXLUHPHQWV�DQG�VHFUHF\��0DQ\�2)&V�SHUPLW�,%&V�WR�LVVXH�EHDUHU�VKDUHV��7KH��81�2IIVKRUH�)RUXP��SDSHU�HVWLPDWHG

WKDW�RI�WKH�QHDUO\�����PLOOLRQ�,%&V�UHJLVWHUHG�JOREDOO\������ZHUH�UHJLVWHUHG�LQ�WKH�&DULEEHDQ�DQG�/DWLQ�$PHULFD������LQ�(XURSH������LQ�$VLD

DQG�WKH�3DFLILF�DQG����LQ�$IULFD�DQG�WKH�0LGGOH�(DVW�

7KLV�ODFN�RI�WUDQVSDUHQF\��FRXSOHG�ZLWK�D�FRQFRPLWDQW�UHOXFWDQFH�RU�UHIXVDO�RI�PDQ\�2)&V�WR
FRRSHUDWH�ZLWK�UHJXODWRUV�DQG�ODZ�HQIRUFHPHQW�RIILFLDOV�IURP�RWKHU�MXULVGLFWLRQV��DWWUDFWV�WKRVH�ZLWK
ERWK�OHJLWLPDWH�DQG�LOOHJLWLPDWH�SXUSRVHV��'UXJ�WUDIILFNHUV��WHUURULVWV��PRQH\�ODXQGHUHUV��WD[�HYDGHUV
DQG�RWKHU�FULPLQDOV�KDYH�IRXQG�WKH�2)&V�D�SDUWLFXODUO\�LQYLWLQJ�YHQXH�LQ�ZKLFK�WR�FRQGXFW�DQG
FRQFHDO�WKHLU�DFWLYLWLHV�

7KH�RSDFLW\�RI�PDQ\�RIIVKRUHV�VHFWRU�PDNHV�ILQDQFLDO�VXSHUYLVLRQ�GLIILFXOW��7KH�(UULFR�DQG�0XVDOHP
�����ZRUNLQJ�SDSHU�RI�WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG��,0)��FRQFOXGHG�WKDW�WKH�2)&V�RI�8UXJXD\�
0DOD\VLD�DQG�7KDLODQG�FRQWULEXWHG�WR�WKH�UHFHQW�ILQDQFLDO�FULVHV�RI�/DWLQ�$PHULFD�DQG�$VLD�E\
SURYLGLQJ�D�KLGLQJ�SODFH�IRU�ORVVHV�IURP�ORDQV�RI�WKH�LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV��$QRWKHU�UHFHQW
VWXG\�GHPRQVWUDWHV�KRZ�WKH�5XVVLDQ�&HQWUDO�%DQN�XVHG�DQ�,%&�IRUPHG�LQ�WKH�-HUVH\�2)&�WR�PLVOHDG
WKH�,0)�LQWR�WKLQNLQJ�WKDW�5XVVLD
V�FXUUHQF\�UHVHUYHV�ZHUH�KLJKHU�WKDQ�WKH\�DFWXDOO\�ZHUH����

7KH�LQFUHDVHG�RSSRUWXQLWLHV�QHZ�WHFKQRORJ\�SURYLGHV�WR�WKRVH�ZKR�ZLVK�WR�XVH�WKH�RIIVKRUH�VHFWRU�IRU
FULPLQDO�SXUSRVHV�KDYH�JDOYDQL]HG�LQWHQVLYH�VFUXWLQ\�RI�WKH�RIIVKRUH�VHFWRU³JHQHUDOO\�E\�D�YDULHW\�RI
LQWHUQDWLRQDO�RUJDQL]DWLRQV�DQG�PXOWLODWHUDO�WDVN�IRUFHV�DQG�ERGLHV��7ZR�SURPLQHQW�LQWHUQDWLRQDO
ERGLHV��WKH�)LQDQFLDO�6WDELOLW\�)RUXP�DQG�WKH�)LQDQFLDO�$FWLRQ�7DVN�)RUFH��SXEOLVKHG�UHSRUWV�LQ�����
WKDW�KDYH�DOUHDG\�KDG�D�GUDPDWLF�LPSDFW�RQ�WKH�RIIVKRUH�VHFWRU�

3URGXFWV�DQG�3UDFWLFHV

$OWKRXJK�,%&V�KDYH�VHUYHG�DV�WKH�SUHGRPLQDQW�LQVWUXPHQWV�IRU�FRPPLWWLQJ�ILQDQFLDO�FULPHV��D�YDULHW\
RI�W\SHV�RI�WUXVWV�SOD\�LPSRUWDQW�UROHV�DV�ZHOO��2QH�IRUP�RI�WUXVW��WKH�$VVHW�3URWHFWLRQ�7UXVW��$37��



SURWHFWV�WKH�DVVHWV�RI�LQGLYLGXDOV�IURP�FLYLO�MXGJPHQWV�LQ�WKHLU�KRPH�FRXQWULHV��$�FRPPRQ�SURYLVLRQ�RI
$37V�LV�WKDW�FKDOOHQJHV�RU�FODLPV�DJDLQVW�WKH�DVVHWV�RI�WKH�WUXVW�PXVW�EH�EURXJKW�EHIRUH�WKH�FRXUWV�RI
WKH�MXULVGLFWLRQ�RI�WKH�$37�GRPLFLOH�ZLWKLQ�D�UHODWLYHO\�VKRUW�SHULRG�RI�WLPH��XVXDOO\�WZR�\HDUV���0DQ\
$37V�FRQWDLQ��IOHH�FODXVHV��SURYLGLQJ�IRU�IXQGV�WR�EH�LPPHGLDWHO\�WUDQVIHUUHG�WR�DQRWKHU�2)&�LI�WKH
$37�LV�WKUHDWHQHG�E\�LQTXLU\��8VHG�LQ�FRPELQDWLRQ��,%&V��PLQL�WUXVWV��EHDUHU�VKDUHV�DQG�$37V�PDNH�LW
QHDUO\�LPSRVVLEOH�IRU�FRPSHWHQW�DXWKRULWLHV�WR�JHQHUDWH�SDSHU�WUDLOV�RU�WR�LGHQWLI\�EHQHILFLDO�RZQHUV�RI
FRPSDQLHV��ZKLOH�WKH\�VLPXOWDQHRXVO\�SURWHFW�WKRVH�HQJDJLQJ�LQ�VHULRXV�ILQDQFLDO�FULPH�IURP�FLYLO�RU
FULPLQDO�SURVHFXWLRQ�

2WKHU�SUDFWLFHV�IRXQG�LQ�VRPH�2)&V�FDXVH�SUREOHPV�IRU�ODZ�HQIRUFHPHQW ��2QH�VXFK�SUDFWLFH��ZHOO
DGYHUWLVHG�RQ�WKH�,QWHUQHW��LV�WKH�VHOOLQJ�RI��HFRQRPLF�FLWL]HQVKLS�³D�SUDFWLFH�WKDW�HQDEOHV�LQGLYLGXDOV
VXVSHFWHG�RI�FRPPLWWLQJ�FULPHV�WR�SXUFKDVH�FLWL]HQVKLS�LQ�DQ�2)&�MXULVGLFWLRQ�WKDW�GRHV�QRW�KDYH�DQ
H[WUDGLWLRQ�DJUHHPHQW�ZLWK�WKH�SXUFKDVHU
V�RULJLQDO�KRPH�FRXQWU\��&XUUHQWO\�ILYH�&DULEEHDQ�%DVLQ
2)&V�DUH�DFWLYHO\�VHOOLQJ�HFRQRPLF�FLWL]HQVKLSV��%HOL]H��'RPLQLFD��*UHQDGD��6W��.LWWV�1HYLV�DQG�6W�
9LQFHQW�DQG�WKH�*UHQDGLQHV��,Q�WKH�3DFLILF�UHJLRQ��HFRQRPLF�FLWL]HQVKLSV�DUH�IRU�VDOH�LQ�1DXUX�

,QWHUQHW�JDPLQJ�H[HFXWHG�YLD�WKH�XVH�RI�FUHGLW�FDUGV�DQG�RIIVKRUH�EDQNV�UHSUHVHQWV�\HW�DQRWKHU
SRZHUIXO�YHKLFOH�IRU�FULPLQDOV�WR�ODXQGHU�IXQGV�IURP�LOOLFLW�VRXUFHV�DV�ZHOO�DV�WR�HYDGH�WD[HV�
$GYHUWLVHG�RQ�WKH�,QWHUQHW�DV�EHLQJ�ORFDWHG�SULPDULO\�LQ�WKH�&DULEEHDQ�%DVLQ��YLUWXDO�FDVLQRV�FDQ�EH
H[WUHPHO\�SURILWDEOH�IRU�JRYHUQPHQWV�WKDW�VHOO�WKH�OLFHQVHV�DQG�OLNHO\�VKDUH�LQ�WKH�RSHUDWRU
V�SURILWV��%\
WKH�HQG�RI�'HFHPEHU�������$QWLJXD�DQG�%DUEXGD��IRU�H[DPSOH��UHSRUWHGO\�KDG�OLFHQVHG�PRUH�WKDQ���
,QWHUQHW�JDPLQJ�ZHEVLWHV�DW�D�FRVW�RI�����������������IRU�D�VSRUWV�EHWWLQJ�VKRS�DQG����������IRU�D
YLUWXDO�FDVLQR��$V�WKH�2IIVKRUH�)LQDQFLDO�6HUYLFHV�FKDUW�LQGLFDWHV��ZLWK�WKH�H[FHSWLRQ�RI�6W� �9LQFHQW
DQG�WKH�*UHQDGLQHV��DOO�&DULEEHDQ�%DVLQ�2)&V�WKDW�VHOO��HFRQRPLF�FLWL]HQVKLSV��DOVR�VHOO�YLUWXDO�FDVLQR
OLFHQVHV��,Q�WKH�3DFLILF�UHJLRQ��RQO\�WKH�3DODX�DQG�9DQXDWX�2)&V�DUH�UHSRUWHG�WR�VHOO�JDPLQJ�OLFHQVHV
�UHSRUWHGO\�IRU�PXFK�ORZHU�IHHV�WKDQ�DUH�FKDUJHG�LQ�WKH�&DULEEHDQ���1HLWKHU�3DODX�QRU�9DQXDWX�VHOO
HFRQRPLF�FLWL]HQVKLSV����

����(UULFR�DQG�0XVDOHP�DQDO\]H�WKH�UROH�RI�WKH�2)&V�LQ�WKH�$VLDQ�DQG�/DWLQ�$PHULFDQ�FULVHV��SS���������7KH�3ULFHZDWHUKRXVH&RRSHUV�

�5HSRUW�WR�9�9��*HUDVKHQNR��&HQWUDO�%DQN�RI�5XVVLD��UH��),0$&2���$XJXVW�������&RPPLVVLRQHG�E\�WKH�,0)��WKH�UHSRUW�OHDGV�WR�WKH

FRQFOXVLRQ�WKDW�WKH�5XVVLDQ�&HQWUDO�%DQN�XVHG�),0$&2��WKH�-HUVH\�UHJLVWHUHG�,%&��WR�DQRQ\PRXVO\�SXUFKDVH�5XVVLDQ�JRYHUQPHQW�GHEW�

����6HH�WKH�2IIVKRUH�)LQDQFLDO�6HUYLFHV�&KDUW�DW�WKH�HQG�RI�WKLV�VHFWLRQ�

:LWK�WKH�DGYHQW�RI�WKH�,QWHUQHW�DQG�RWKHU�WHFKQRORJLFDO�DGYDQFHV��PRQLHV�FDQ�EH�TXLFNO\�WUDQVIHUUHG
DURXQG�WKH�JOREH��SURYLGLQJ�IXUWKHU�RSSRUWXQLWLHV�WR�HQJDJH�LQ�WKH�SODFHPHQW�DQG�OD\HULQJ�RI�LOOLFLWO\
JDLQHG�IXQGV��7KHUH�LV�D�JURZLQJ�FRQFHUQ�WKDW�FULPLQDOV�DUH�LQFUHDVLQJO\�HQOLVWLQJ�WKH�VHUYLFHV�RI
XQHWKLFDO�ODZ\HUV��DFFRXQWDQWV�DQG�RWKHU�SURIHVVLRQDOV�WR�KHOS�WKHP�GLVFRYHU�DQG�PDQLSXODWH�QHZ
PRQH\�ODXQGHULQJ�RSSRUWXQLWLHV�DIIRUGHG�E\�WKH�QHZ�WHFKQRORJLHV�

,QLWLDWLYHV�7DUJHWLQJ�)LQDQFLDO�$EXVH

,Q�UHFHQW�\HDUV��YDULRXV�ERGLHV�KDYH�H[DPLQHG�WKH�WKUHDWV�SUHVHQWHG�E\�D�ODFN�RI�WUDQVSDUHQF\�DQG
RYHUVLJKW�SRVHG�WR�DQ�LQFUHDVLQJO\�LQWHUGHSHQGHQW�JOREDO�ILQDQFLDO�V\VWHP��7ZR�LQLWLDWLYHV��7KH
)LQDQFLDO�6WDELOLW\�)RUXP
V�2IIVKRUH�:RUNLQJ�*URXS�DQG�WKH�)LQDQFLDO�$FWLRQ�7DVN�)RUFH
V�1RQ�
&RRSHUDWLYH�&RXQWULHV�DQG�7HUULWRULHV�,QLWLDWLYH��KDYH�KDG�D�GLUHFW�LPSDFW�RQ�WKH�RIIVKRUH�ILQDQFLDO
VHUYLFHV�LQGXVWU\�LQ�������7KHVH�LQLWLDWLYHV�KDYH�GUDZQ�GLVWLQFWLRQV�EHWZHHQ�WKH�EHWWHU�UHJXODWHG�DQG
FRRSHUDWLYH�MXULVGLFWLRQV�DQG�WKRVH�WKDW�DUH�QRW��%RWK�LQLWLDWLYHV�KDYH�IRFXVHG�D�JUHDW�GHDO�RI�DWWHQWLRQ
RQ�WKH�2)&V�DOWKRXJK�WKH�)$7)�LQLWLDWLYH�DGGUHVVHV�MXULVGLFWLRQV�EH\RQG�2)&V�

7KH�)LQDQFLDO�6WDELOLW\�)RUXP�:RUNLQJ�*URXS�RQ�2IIVKRUH�)LQDQFLDO�&HQWHUV

7KH�)LQDQFLDO�6WDELOLW\�)RUXP��)6)��ZDV�FRQYHQHG�LQ������DW�WKH�UHTXHVW�RI�WKH�*���)LQDQFH�0LQLVWHUV
WR�SURPRWH�LQWHUQDWLRQDO�ILQDQFLDO�VWDELOLW\�WKURXJK�LQIRUPDWLRQ�H[FKDQJH�DQG�LQWHUQDWLRQDO�FRRSHUDWLRQ
LQ�ILQDQFLDO�VXSHUYLVLRQ�DQG�VXUYHLOODQFH��$W�LWV�ILUVW�PHHWLQJ�LQ�$SULO�������WKH�)6)�HVWDEOLVKHG�WKH
:RUNLQJ�*URXS�RQ�2IIVKRUH�)LQDQFLDO�&HQWHUV��7KH�ZRUNLQJ�JURXS�ZDV�FRPSULVHG�RI�RIILFLDOV�RI
LQGXVWULDO�DQG�HPHUJLQJ�PDUNHW�HFRQRPLHV��LQWHUQDWLRQDO�LQVWLWXWLRQV�DQG�LQWHUQDWLRQDO�UHJXODWRU\�DQG
VXSHUYLVRU\�JURXSLQJV�

7KH�)6)�:RUNLQJ�*URXS
V�PDQGDWH�ZDV�WR�FRQVLGHU�WKH�VLJQLILFDQFH�RI�2)&V�LQ�UHODWLRQ�WR�JOREDO
ILQDQFLDO�VWDELOLW\��,Q�$SULO��WKH�)6)�:RUNLQJ�*URXS�LVVXHG�D�UHSRUW�FRQFOXGLQJ�WKDW�D�QXPEHU�RI�WKH
2)&V�ZHUH�SHUFHLYHG�DV�KDYLQJ�ZHDNQHVVHV�LQ�ILQDQFLDO�VXSHUYLVLRQ��FURVV�ERUGHU�FRRSHUDWLRQ�DQG
WUDQVSDUHQF\��,Q�RUGHU�WR�SULRULWL]H�WKH�MXULVGLFWLRQV�IRU�HYHQWXDO�,0)�DVVHVVPHQW��2)&V�ZHUH�GLYLGHG
LQWR�WKUHH�FDWHJRULHV��*URXS�,��FRRSHUDWLYH�2)&V�ZLWK�KLJK�TXDOLW\�VXSHUYLVLRQ���*URXS�,,��SRWHQWLDOO\



FRRSHUDWLYH�2)&V�ZLWK�ORZ�TXDOLW\�VXSHUYLVLRQ��DQG�*URXS�,,,��QRQ�FRRSHUDWLYH�2)&V�ZLWK�ORZ
TXDOLW\�VXSHUYLVLRQ��

7KH�2)&V�LQ�*URXS�,��+RQJ�.RQJ��/X[HPERXUJ��6LQJDSRUH�DQG�6ZLW]HUODQG��ZHUH��JHQHUDOO\
SHUFHLYHG�DV�KDYLQJ�OHJDO�LQIUDVWUXFWXUHV�DQG�VXSHUYLVRU\�SUDFWLFHV��DQG�RU�D�OHYHO�RI�UHVRXUFHV�GHYRWHG
WR�VXSHUYLVLRQ�DQG�FR�RSHUDWLRQ�UHODWLYH�WR�WKH�VL]H�RI�WKHLU�ILQDQFLDO�DFWLYLWLHV��DQG�RU�D�OHYHO �RI
FRRSHUDWLRQ�WKDW�DUH�ODUJHO\�RI�D�JRRG�TXDOLW\�DQG�EHWWHU�WKDQ�LQ�RWKHU�2)&V���7KH�2)&V�RI�*XHUQVH\�
,UHODQG��WKH�,VOH�RI�0DQ�DQG�-HUVH\�ZHUH�DOVR�JHQHUDOO\�YLHZHG�LQ�WKH�VDPH�OLJKW��WKRXJK�FRQWLQXLQJ
HIIRUWV�WR�LPSURYH�WKH�TXDOLW\�RI�VXSHUYLVLRQ�DQG�FR�RSHUDWLRQ�VKRXOG�EH�HQFRXUDJHG�LQ�WKHVH
MXULVGLFWLRQV�

����

����)LQDQFLDO�6WDELOLW\�)RUXP�SUHVV�UHOHDVH��0D\�����������7KH�5HSRUW�RI�WKH�:RUNLQJ�*URXS�RQ�2IIVKRUH�)LQDQFLDO�&HQWHUV�LV�ORFDWHG�DW�WKH

)6)
V�ZHEVLWH��KWWS���ZZZ�IVIRUXP�RUJ�

2)&V�LQ�*URXS�,,��$QGRUUD��%DKUDLQ��%DUEDGRV��%HUPXGD��*LEUDOWDU��/DEXDQ��0DOD\VLD���0DFDR��0DOWD
DQG�0RQDFR��ZHUH�FRQVLGHUHG�WR�EH�RI�ORZHU�TXDOLW\�WKDQ�*URXS�,�EXW�KLJKHU�WKDQ�WKH�2)&V�LQ�*URXS
,,,�

2)&V�OLVWHG�LQ�*URXS�,,,�ZHUH�$QJXLOOD��$QWLJXD�DQG�%DUEXGD��$UXED��%HOL]H��%ULWLVK�9LUJLQ�,VODQGV�
&D\PDQ�,VODQGV��&RRN�,VODQGV��&RVWD�5LFD��&\SUXV��/HEDQRQ��/LHFKWHQVWHLQ��0DUVKDOO�,VODQGV�
0DXULWLXV��1DXUX��1HWKHUODQGV�$QWLOOHV��1LXH��3DQDPD��6W��.LWWV�DQG�1HYLV��6W��/XFLD��6W��9LQFHQW�DQG
WKH�*UHQDGLQHV��6DPRD��6H\FKHOOHV��WKH�%DKDPDV��7XUNV�DQG�&DLFRV��DQG�9DQXDWX��7KHVH�MXULVGLFWLRQV
ZHUH�JHQHUDOO\�SHUFHLYHG�DV�KDYLQJ�OHJDO�LQIUDVWUXFWXUHV�DQG�VXSHUYLVRU\�SUDFWLFHV��DQG�RU�OHYHO�RI
UHVRXUFHV�GHYRWHG�WR�VXSHUYLVLRQ�DQG�FR�RSHUDWLRQ�UHODWLYH�WR�WKH�VL]H�RI�WKHLU�DFWLYLW\��DQG�RU�OHYHO�RI
FR�RSHUDWLRQ�WKDW�DUH�ODUJHO\�RI�D�ORZHU�TXDOLW\�WKDQ�LQ�*URXS�,,�

7KH�UHSRUW�FRQFOXGHG�WKDW�WKH�SHUFHLYHG�GHILFLHQFLHV�LQ�*URXSV�,,�DQG�,,,�2)&V�FRXOG�DOORZ�ILQDQFLDO
PDUNHW�SDUWLFLSDQWV�WR�HQJDJH�LQ�UHJXODWRU\�DUELWUDJH�RI�VHYHUDO�IRUPV��WKHUHE\�XQGHUPLQLQJ�HIIRUWV�WR
VWUHQJWKHQ�WKH�JOREDO�ILQDQFLDO�V\VWHP��$V�D�UHVXOW ��WKH�)6)�LQ�0D\�UHOHDVHG�WKH�JURXSLQJV�RI�WKH�2)&V
E\�FDWHJRU\��UHTXHVWLQJ�WKDW�WKH�,0)�GHYHORS��RUJDQL]H�DQG�FRQGXFW�DVVHVVPHQWV�RI�2)&�DGKHUHQFH�WR
LQWHUQDWLRQDO�ILQDQFLDO�VWDQGDUGV��LQFOXGLQJ�VHYHUDO�RI�WKH�)$7)����5HFRPPHQGDWLRQV��7KH�)6)
UHFRPPHQGHG�JLYLQJ��KLJKHVW�SULRULW\�WR�WKRVH�LQ�*URXS�,,��DQG��KLJK�SULRULW\�WR�WKRVH�2)&V�LQ�*URXS
,,,�ZKRVH�VFDOH�RI�ILQDQFLDO�DFWLYLW\�KDV�WKH�JUHDWHVW�SRWHQWLDO�LPSDFW�RQ�JOREDO�ILQDQFLDO�VWDELOLW\��

7KH�,0)�DJUHHG�LQ�-XO\�WR�D�SURJUDP�WKDW�FRQWHPSODWHV�WKUHH�OHYHOV�RI�DVVHVVPHQW�WKDW�UHYLHZ
SULQFLSDOO\�WKH�VXSHUYLVRU\�DQG�UHJXODWRU\�DUUDQJHPHQWV�LQ�SODFH�IRU�EDQNLQJ��VHFXULWLHV�DQG�LQVXUDQFH
DFWLYLWLHV��7KH�ILUVW�OHYHO�LV�D�VHOI�DVVHVVPHQW��WKH�VHFRQG�LV�DQ�DVVHVVPHQW�OHG�E\�WKH�,0)�DQG�WKH�WKLUG�
D�PRUH�FRPSOH[�DVVHVVPHQW��ZLOO�DOVR�EH�OHG�E\�WKH�,0)� �3DUWLFLSDWLRQ�LQ�WKH�SURJUDP�LV�YROXQWDU\�DQG
QR�,0)�DVVHVVPHQW�ZLOO�EH�PDGH�SXEOLF�XQOHVV�WKH�DVVHVVHG�MXULVGLFWLRQ�YROXQWDULO\�DJUHHV�WR�LWV
UHOHDVH���

7KH�)LQDQFLDO�$FWLRQ�7DVN�)RUFH�RQ�0RQH\�/DXQGHULQJ

1RQ�&RRSHU D W L YH�& RXQWU L HV�DQG�7HU U L WRU L HV�,QL W L D W L YH

,Q�UHVSRQVH�WR�WKH�*���)LQDQFH�0LQLVWHUV������%LUPLQJKDP�6XPPLW��WKH�)$7)�IRUPDOO\�FUHDWHG�WKH
$G�+RF�*URXS�RQ�1RQ�&RRSHUDWLYH�&RXQWULHV�DQG�7HUULWRULHV��1&&7���,Q�������WKLV�JURXS�GHYHORSHG
WZHQW\�ILYH�FULWHULD�IRU�WKH�SXUSRVH�RI�GHWHUPLQLQJ�ZKLFK�MXULVGLFWLRQV�ZHDNHQHG�WKH�JOREDO�HIIRUW�WR
FRPEDW�PRQH\�ODXQGHULQJ��7KHVH�FULWHULD�HQFRPSDVV�IRXU�EURDG�DUHDV�

/RRSKROHV�LQ�ILQDQFLDO�UHJXODWLRQV

2EVWDFOHV�UDLVHG�E\�RWKHU�UHJXODWRU\�UHTXLUHPHQWV

2EVWDFOHV�WR�LQWHUQDWLRQDO�FRRSHUDWLRQ

,QDGHTXDWH�UHVRXUFHV�IRU�SUHYHQWLQJ�DQG�GHWHFWLQJ�PRQH\�ODXQGHULQJ�DFWLYLWLHV

)$7)�LQLWLDWHG�D�UHYLHZ�RI�D�ILUVW�WUDQFKH�RI�MXULVGLFWLRQV�LQ�)HEUXDU\�������$IWHU�D�WKURXJK�UHYLHZ�DQG
GLDORJXH�ZLWK�WKHVH�MXULVGLFWLRQV��WKH�)$7)�DW�LWV�-XQH������3OHQDU\�LGHQWLILHG�ILIWHHQ�MXULVGLFWLRQV�DV
QRQ�FRRSHUDWLYH�LQ�WKH�LQWHUQDWLRQDO�ILJKW�DJDLQVW�PRQH\�ODXQGHULQJ��7KRVH�ILIWHHQ�ZHUH�DV�IROORZV��WKH
%DKDPDV��WKH �&D\PDQ�,VODQGV��WKH�&RRN�,VODQGV��'RPLQLFD��,VUDHO��/HEDQRQ��/LHFKWHQVWHLQ��WKH
0DUVKDOO�,VODQGV��1DXUX��1LXH��3DQDPD��WKH�3KLOLSSLQHV��5XVVLD��6W��.LWWV�DQG�1HYLV��DQG�6W��9LQFHQW
DQG�WKH�*UHQDGLQHV��$OO�EXW�,VUDHO��/HEDQRQ�DQG�5XVVLD�DUH�2)&V�

)RXUWHHQ�RWKHU�MXULVGLFWLRQV��DOO�2)&V��ZHUH�LGHQWLILHG�DV�KDYLQJ�GHILFLHQFLHV��EXW�ZHUH�QRW�SODFHG�RQ



WKH�QRQ�FRRSHUDWLYH�OLVW��7KRVH�MXULVGLFWLRQV�DUH�DV�IROORZV��$QWLJXD�DQG�%DUEXGD��%HOL]H��%HUPXGD�
%ULWLVK�9LUJLQ�,VODQGV��&\SUXV��*LEUDOWDU��*XHUQVH\��WKH�,VOH�RI�0DQ��-HUVH\��0DOWD��0DXULWLXV��0RQDFR�
6DPRD�DQG�6W��/XFLD��7KH�UHYLHZV�RI�WZR�RWKHU�2)&�MXULVGLFWLRQV��9DQXDWX�DQG�WKH�6H\FKHOOHV��ZHUH
QRW�FRPSOHWHG�DW�WKH�-XQH�3OHQDU\��EXW�DW�WKH�2FWREHU�3OHQDU\�QHLWKHU�MXULVGLFWLRQ�ZDV�GHWHUPLQHG�WR
EH�QRQ�FRRSHUDWLYH�

$W�WKH�-XO\�*���)LQDQFH�0LQLVWHUV�6XPPLW�KHOG�LQ�-DSDQ��WKH�8QLWHG�6WDWHV�DORQJ�ZLWK�LWV�SDUWQHUV�
LVVXHG�IRUPDO�DGYLVRULHV�RU�QRWLFHV�QRWLI\LQJ�DOO�ILQDQFLDO�LQVWLWXWLRQV�LQ�*���FRXQWULHV�RI�WKH�)$7)
V
LVVXDQFH�RI�5HFRPPHQGDWLRQ��������7KH�8�6��'HSDUWPHQW�RI�7UHDVXU\�LVVXHG�LQGLYLGXDO�DGYLVRULHV
UHJDUGLQJ�HDFK�RI�WKH�ILIWHHQ�QDPHG�1&&7V�WR�DOO�8�6��ILQDQFLDO�LQVWLWXWLRQV��7KH�DGYLVRULHV�DGYLVHG
ILQDQFLDO�LQVWLWXWLRQV�WR��JLYH�HQKDQFHG�VFUXWLQ\��WR�WUDQVDFWLRQV�LQYROYLQJ�WKH�QDPHG�MXULVGLFWLRQV�

����7KH�UHSRUW��2IIVKRUH�)LQDQFLDO�&HQWHUV��7KH�5ROH�RI�WKH�,0)��FDQ�EH�IRXQG�DW�KWWS���ZZZ�LPI�RUJ�H[WHUQDO�QS�VHF�QE������QE�����KWP�

����)$7)�5HFRPPHQGDWLRQ����VWDWHV��)LQDQFLDO�LQVWLWXWLRQV�VKRXOG�JLYH�VSHFLDO�DWWHQWLRQ�WR�EXVLQHVV�UHODWLRQV�DQG�WUDQVDFWLRQV�ZLWK�SHUVRQV�

LQFOXGLQJ�FRPSDQLHV�DQG�ILQDQFLDO�LQVWLWXWLRQV��IURP�FRXQWULHV�ZKLFK�GR�QRW�RU�LQVXIILFLHQWO\�DSSO\�WKHVH�5HFRPPHQGDWLRQV��:KHQHYHU�WKHVH

WUDQVDFWLRQV�KDYH�QR�DSSDUHQW�HFRQRPLF�RU�YLVLEOH�ODZIXO�SXUSRVH��WKHLU�EDFNJURXQG�DQG�SXUSRVH�VKRXOG��DV�IDU�DV�SRVVLEOH��EH�H[DPLQHG�

WKH�ILQGLQJV�HVWDEOLVKHG�LQ�ZULWLQJ��DQG�EH�DYDLODEOH�WR�KHOS�VXSHUYLVRUV��DXGLWRUV�DQG�ODZ�HQIRUFHPHQW�DJHQFLHV�

7KH�)$7)
V�1&&7�H[HUFLVH��ZKLOH�QRW�GHVLJQHG�WR�IRFXV�RQ�2)&V��KDV�KDG�D�VLJQLILFDQW�LPSDFW�RQ�WKH
2)&V�DQG�RWKHU�MXULVGLFWLRQV�DURXQG�WKH�JOREH��)RU�PRUH�LQIRUPDWLRQ�RQ�WKLV�LQLWLDWLYH�VHH�WKH
GLVFXVVLRQ�RI�WKH�1&&7�SURFHVV�LQ�WKH�0XOWLODWHUDO�6HFWLRQ³)$7)�RYHUYLHZ³LQ�WKLV�UHSRUW�

([SODQDWRU\�1RWHV�7R�WKH�2IIVKRUH�)LQDQFLDO�6HUYLFHV�&KDUW

3XEOLF�LQIRUPDWLRQ�UHJDUGLQJ�RIIVKRUH�ILQDQFLDO�FHQWHUV�FDQ�EH�GLIILFXOW�WR�REWDLQ��,QGXVWU\�SXEOLFDWLRQV��GLVFXVVLRQV�ZLWK�UHJXODWRUV�RI�WKH�2)&V��IRUHLJQ

JRYHUQPHQW�ILQDQFH�RIILFLDOV��HPEDVV\�UHSRUWV��DQDO\VHV�IURP�8QLWHG�6WDWHV�*RYHUQPHQW��86*��DJHQFLHV��LQWHUQDWLRQDO�RUJDQL]DWLRQV��DQG�VHFRQGDU\�VRXUFHV

SURYLGHG�WKH�GDWD�IRU�WKH�FKDUW�

([FOXGHG�DUH�MXULVGLFWLRQV�WKDW�SURYLGH�ORZ�RU�QR�WD[HV�WR�LQGLYLGXDOV�EXW�RIIHU�QR�RWKHU�VHUYLFHV�RU�SURGXFWV�QRUPDOO\�DVVRFLDWHG�ZLWK�WKH�RIIVKRUH�ILQDQFLDO

VHUYLFH�VHFWRU��$OVR�H[FOXGHG�DUH�MXULVGLFWLRQV�WKDW�KDYH�HVWDEOLVKHG�2)&V�EXW�IRU�ZKLFK�WKH�86*�KDV�OLWWOH�RU�QR�LQIRUPDWLRQ�UHJDUGLQJ�WKH�RSHUDWLRQV�RI�WKH

2)&��:LWKLQ�PRVW�FDWHJRULHV�SUHVHQWHG�RQ�WKH�FKDUW��WKH�GHVLJQDWLRQV�<�DQG�1�DUH�XVHG�WR�GHQRWH�WKH�H[LVWHQFH��<��RU�WKH�QRQ�H[LVWHQFH��1��RI�WKH�HQWLW\

RU�VHUYLFH�LQ�D�VSHFLILF�MXULVGLFWLRQ��:KHUH�WKHUH�LV�QR��RU�RQO\�IUDJPHQWDU\��LQIRUPDWLRQ�UHJDUGLQJ�VSHFLILF�FDWHJRULHV��WKH�FRUUHVSRQGLQJ�FHOOV�RQ�WKH�FKDUW�DUH�OHIW�EODQN��,Q�VRPH

FDWHJRULHV��V\PEROV�RWKHU�WKDQ�RU�LQ�DGGLWLRQ�WR�<�RU�1�DUH�XVHG��([SODQDWLRQV�IRU�DGGLWLRQDO�V\PEROV�DUH�SURYLGHG�EHORZ�

([SODQDWLRQV�RI�WKH�FDWHJRULHV�WKHPVHOYHV�DUH�HLWKHU�SURYLGHG�LQ�WKH�SUHFHGLQJ�WH[W��DUH�FRQVLGHUHG�WR�EH�VHOI�HYLGHQW��RU�DUH�SURYLGHG�EHORZ�

&DWHJRU\�'HVLJQDWLRQV�RQ�WKH�2IIVKRUH�)LQDQFLDO�6HUYLFHV�&KDUW

2IIVKRUH�%DQNV��7KH�QXPEHU�LV�SURYLGHG�LI�NQRZQ��$�<�LQGLFDWHV�WKDW�DOWKRXJK�D�MXULVGLFWLRQ�WKDW�RIIHUV�RIIVKRUH�ILQDQFLDO�VHUYLFHV���2)&��OLFHQVHV

RIIVKRUH�EDQNV��WKH�QXPEHU�RI�VXFK�EDQNV�LV�QRW�NQRZQ��$Q�1�LQGLFDWHV�WKDW�QR�RIIVKRUH�EDQNV�DUH�NQRZQ�WR�EH�OLFHQVHG�LQ�WKH�MXULVGLFWLRQ��$�EODQN�FHOO

LQGLFDWHV�WKDW�WKH�86*�GRHV�QRW�NQRZ�LI�RIIVKRUH�EDQNV�DUH�RIIHUHG�ZLWKLQ�WKH�2)&�

7UXVW�DQG�0DQDJHPHQW�&RPSDQLHV��7KHVH�DUH�FRPSDQLHV�WKDW�SURYLGH�ILGXFLDU\�VHUYLFHV��DV�ZHOO�DV�VHUYLQJ�DV�PDUNHWLQJ�DJHQWV��UHSUHVHQWDWLYHV��ODZ\HUV�

DFFRXQWDQWV��WUXVWHHV��QRPLQHH�VKDUHKROGHUV��GLUHFWRUV��DQG�RIILFHUV�RI�LQWHUQDWLRQDO�EXVLQHVV�FRPSDQLHV�

,QWHUQDWLRQDO�%XVLQHVV�&RPSDQLHV��,%&V��	�([HPSW�&RPSDQLHV��1XPEHUV�DUH�SURYLGHG�ZKHQ�NQRZQ�DQG�SXEOLF��LQ�PDQ\�FDVHV��WKH�QXPEHUV�DUH

VLJQLILFDQWO\�XQGHUUHSRUWHG�

%HDUHU�6KDUHV��6KDUH�FHUWLILFDWHV�FDQ�EH�LVVXHG�ZLWKRXW�WKH�QDPH�RI�WKH�EHQHILFLDO�RZQHU��$�<�LQGLFDWHV�WKDW�WKH�2)&�RIIHUV�EHDUHU�VKDUHV��DQ�1�LQGLFDWHV

WKDW�LW�GRHV�QRW��DQG�D�EODQN�FHOO�LQGLFDWHV�WKDW�WKH�86*�GRHV�QRW�NQRZ�LI�EHDUHU�VKDUHV�DUH�RIIHUHG�ZLWKLQ�WKH�2)&�

$VVHW�3URWHFWLRQ�7UXVWV��$37V���7UXVWV�WKDW�SURWHFW�DVVHWV�IURP�FLYLO�MXGJHPHQW��$�<�LQGLFDWHV�WKDW�WKH�2)&�RIIHUV�$37V��DQ�1�LQGLFDWHV�WKDW�LW�GRHV

QRW��DQG�D�EODQN�FHOO�LQGLFDWHV�WKDW�WKH�86*�GRHV�QRW�NQRZ�LI�$37V�DUH�RIIHUHG�ZLWKLQ�WKH�2)&�

,QVXUDQFH�DQG�5H�LQVXUDQFH�&RPSDQ\�)RUPDWLRQ��$�<�LQGLFDWHV�WKDW�WKH�2)&�DOORZV�IRUPDWLRQ�RI�LQVXUDQFH�DQG�UH�LQVXUDQFH�FRPSDQLHV��DQ�1

LQGLFDWHV�WKDW�LW�GRHV�QRW��DQG�D�EODQN�FHOO�LQGLFDWHV�WKDW�WKH�86*�GRHV�QRW�NQRZ�LI�LQVXUDQFH�DQG�UH�LQVXUDQFH�FRPSDQLHV�DUH�DOORZHG�ZLWKLQ�WKH�2)&�

6HOOV��(FRQRPLF�&LWL]HQVKLS���$�<�LQGLFDWHV�WKDW�WKH�2)&�VHOOV�HFRQRPLF�FLWL]HQVKLSV��DQ�1�LQGLFDWHV�WKDW�LW�GRHV�QRW��DQG�D�EODQN�FHOO�LQGLFDWHV�WKDW

WKH�86*�GRHV�QRW�NQRZ�LI�WKH�2)&�VHOOV�HFRQRPLF�FLWL]HQVKLSV�

,QWHUQHW�*DPLQJ��/LFHQVHV�JUDQWHG�E\�MXULVGLFWLRQV�WKDW�HQDEOH�JUDQWHHV�WR�HVWDEOLVK��YLUWXDO�FDVLQRV��RQ�WKH�,QWHUQHW��LQ�ZKLFK�FXVWRPHUV�FDQ�SD\�YLD�FUHGLW

FDUG��$�<�LQGLFDWHV�WKDW�WKH�2)&�OLFHQVHV�,QWHUQHW�JDPLQJ��DQ�1�LQGLFDWHV�WKDW�LW�GRHV�QRW��DQG�D�EODQN�FHOO�LQGLFDWHV�WKDW�WKH�86*�GRHV�QRW�NQRZ�LI

,QWHUQHW�JDPLQJ�LV�RIIHUHG�ZLWKLQ�WKH�2)&�

&ULPLQDOL]HG�'UXJ�0RQH\�/DXQGHULQJ��$�'�LQGLFDWHV�WKDW�WKH�2)&�KDV�D�ODZ�FULPLQDOL]LQJ�QDUFRWLFV�UHODWHG�PRQH\�ODXQGHULQJ�RQO\��$�%'�LQGLFDWHV

WKDW�FULPHV�RWKHU�WKDQ�WKRVH�UHODWHG�WR�QDUFRWLFV�DUH�FRQVLGHUHG�WR�EH�SUHGLFDWH�FULPHV�IRU�PRQH\�ODXQGHULQJ�LQ�WKH�2)&��$Q�1�LQGLFDWHV�WKDW�WKHUH�LV�QR

OHJLVODWLRQ�FULPLQDOL]LQJ�PRQH\�ODXQGHULQJ�LQ�WKH�2)&�

5HSRUWV�6XVSLFLRXV�$FWLYLWLHV��$Q�0�LQGLFDWHV�WKDW�UHSRUWLQJ�VXVSLFLRXV�DFWLYLWLHV�WR�ODZ�HQIRUFHPHQW�E\�EDQNV��DQG�LQ�VRPH�2)&V�DQG�RWKHU�ILQDQFLDO



LQVWLWXWLRQV��LV�PDQGDWRU\��$�3�LQGLFDWHV�WKDW�VXFK�UHSRUWLQJ�LV�YROXQWDU\��$Q�1�LQGLFDWHV�WKDW�WKHUH�LV�QR�UHTXLUHPHQW�WR�UHSRUW�VXVSLFLRXV�DFWLYLWLHV�

)LQDQFLDO�6WDELOLW\�*URXSLQJV��7KLV�FROXPQ�SURYLGHV�WKH�JURXSLQJ�SURYLGHG�E\�WKH�)LQDQFLDO�6WDELOLW\�)RUXP��*URXS�,�2)&V�DUH�2)&V�ZLWK�JHQHUDOO\

JRRG�VXSHUYLVLRQ�DQG�DUH�JHQHUDOO\�FRRSHUDWLYH�ZLWK�IRUHLJQ�VXSHUYLVRUV�DQG�ODZ�HQIRUFHPHQW�DJHQFLHV��*URXS�,,�2)&V�DUH�2)&V�LQ�ZKLFK�VXSHUYLVLRQ

DQG�RU�FRRSHUDWLRQ�DQG�RU�KXPDQ�UHVRXUFHV�LV�RI�D�OHVVHU�TXDOLW\�WKDQ�2)&V�LQ�*URXS�,��*URXS�,,,�2)&V�DUH�2)&V�WKDW�ODFN�WKH�SROLWLFDO�ZLOO�DQG�RU

UHVRXUFHV�WR�DGKHUH�WR�LQWHUQDWLRQDO�VWDQGDUGV�DQG�QRUPV�DQG�WR�FRRSHUDWH�ZLWK�WKH�LQWHUQDWLRQDO�ILQDQFLDO�FRPPXQLW\�LQ�FRPEDWLQJ�PRQH\�ODXQGHULQJ��$

EODQN�FHOO�LQGLFDWHV�WKDW�WKH�MXULVGLFWLRQ�ZDV�QRW�UHYLHZHG�

)LQDQFLDO�$FWLRQ�7DVN�)RUFH��)$7)��1RQ�&RRSHUDWLYH�([HUFLVH��7KLV�FROXPQ�SURYLGHV�WKH�)$7)�ILQGLQJ��1&�LQGLFDWHV�WKH�MXULVGLFWLRQ�ZDV

GHWHUPLQHG�WR�EH�QRQFRRSHUDWLYH��5�LQGLFDWHV�WKDW�WKH�MXULVGLFWLRQ�ZDV�UHYLHZHG�DQG�GHWHUPLQHG�QRW�WR�EH�QRQFRRSHUDWLYH��D�EODQN�FHOO�LQGLFDWHV�WKDW�WKH

MXULVGLFWLRQ�ZDV�QRW�UHYLHZHG�

0HPEHUVKLS�LQ�,QWHUQDWLRQDO�2UJDQL]DWLRQV��7KLV�FHOO�OLVWV�WKH�PXOWLQDWLRQDO�RUJDQL]DWLRQV�WKDW�KDYH�EHHQ�IRUPHG�WR�FRPEDW�PRQH\�ODXQGHULQJ�DQG�RU

WR�HVWDEOLVK�D�VRXQG�VXSHUYLVRU\�UHJLPH�LQ�ZKLFK�WKH�2)&�SDUWLFLSDWHV�

�

2IIVKRUH�)LQDQFLDO�6HUYLFHV�&KDUW

0RQH\�/DXQGHULQJ�7UHQGV�DQG�7\SRORJLHV

$V�LQ�SUHYLRXV�\HDUV��PRQH\�ODXQGHUHUV�KDYH�GHPRQVWUDWHG�D�JUHDW�GHDO�RI�FUHDWLYLW\�LQ�FRPELQLQJ
WUDGLWLRQDO�PRQH\�ODXQGHULQJ�WHFKQLTXHV�LQWR�FRPSOH[�PRQH\�ODXQGHULQJ�VFKHPHV�GHVLJQHG�WR�WKZDUW
WKH�DELOLW\�RI�DXWKRULWLHV�WR�SUHYHQW��GHWHFW�DQG�SURVHFXWH�PRQH\�ODXQGHULQJ��,QFUHDVLQJO\��KRZHYHU�
PRQH\�ODXQGHUHUV�DUH�PRGLI\LQJ�WUDGLWLRQDO�WHFKQLTXHV�WR�WDNH�DGYDQWDJH�RI�GHYHORSPHQWV�DQG
WHFKQRORJLHV�GHVLJQHG�WR�VWUHDPOLQH�WKH�SURFHVV�DV�ZHOO�DV�HPSOR\LQJ�WKH�VHUYLFHV�RI�SURIHVVLRQDOV�VXFK
DV�ODZ\HUV�DQG�DFFRXQWDQWV�WR�KHOS�ODXQGHU�LOOLFLW�SURFHHGV��%HORZ�DUH�VRPH�H[DPSOHV�RI�YDULRXV�PRQH\
ODXQGHULQJ�W\SRORJLHV�DQG�D�UHYLHZ�RI�VWDWLVWLFDO�LQIRUPDWLRQ�RQ�8�6��PRQH\�ODXQGHULQJ�WUHQGV�IRU������

Statistical Overview of U.S. Money Laundering Trends
6XVSLFLRXV�$FWLYLW\�5HSRUWLQJ��6XVSLFLRXV�$FWLYLW\�5HSRUWV��6$5V��FRQWLQXH�WR�SOD\�D�FULWLFDO�UROH�LQ
8�6��DQWL�PRQH\�ODXQGHULQJ�HIIRUWV��6LPLODU�W\SHV�RI�UHSRUWLQJ�V\VWHPV�DUH�LQ�RSHUDWLRQ�WKURXJKRXW�WKH
ZRUOG�DQG�DUH�D�NH\�FRPSRQHQW�LQ�JOREDO�DQWL�PRQH\�ODXQGHULQJ�HIIRUWV�DV�ZHOO��,Q�DGGLWLRQ�WR�WKHLU
LPSRUWDQFH�WR�ODZ�HQIRUFHPHQW�HIIRUWV�WR�FRPEDW�PRQH\�ODXQGHULQJ��6$5�UHSRUWLQJ�FDQ�DOVR�SURYLGH
LPSRUWDQW�LQIRUPDWLRQ�RQ�FXUUHQW�PRQH\�ODXQGHULQJ�WUHQGV�DQG�W\SRORJLHV��7KLV�LQIRUPDWLRQ�FDQ�WKHQ
EH�XVHG�E\�DXWKRULWLHV�WR�GHYHORS�PRUH�HIIHFWLYH�FRXQWHUPHDVXUHV��7KH�IROORZLQJ�VWDWLVWLFDO�RYHUYLHZ�LV
GHULYHG�IURP�DJJUHJDWH�WRWDOV�IRU�6XVSLFLRXV�$FWLYLW\�5HSRUWV�ILOHG�E\�GHSRVLWRU\�LQVWLWXWLRQV��L�H��
EDQNV��WKULIWV�DQG�FUHGLW�XQLRQV��IURP�WKH�8�6��6$5�V\VWHP��$�VPDOO�SDUW�RI�WKH�WRWDO�YROXPH�UHODWHV�WR
UHSRUWV�ILOHG�E\�DIILOLDWHV�RI�GHSRVLWRU\�LQVWLWXWLRQV�RU��LQ�VRPH�FDVHV��ILOHG�YROXQWDULO\�E\�EURNHUV�DQG
GHDOHUV�LQ�VHFXULWLHV��PRQH\�VHUYLFH�EXVLQHVVHV��RU�JDPLQJ�EXVLQHVVHV�

&KDUW����8�6��6XVSLFLRXV�$FWLYLW\�5HSRUW�)LOLQJV�E\�<HDU�DQG�0RQWK

0RQWK 1XPEHU�RI�)LOLQJV

���� ���� ���� ���� ����

-DQXDU\             -‐‑ ����� ����� ����� ������

)HEUXDU\             -‐‑ ����� ����� ����� �����

0DUFK
            -‐‑

����� ����� ������ ������

$SULO ����� ����� ����� ����� ������

0D\ ����� ����� ����� ������ ������



-XQH ����� ����� ����� ������ ������

-XO\ ����� ����� ����� ����� ������

$XJXVW ����� ����� ����� ������ ������

6HSWHPEHU ����� ����� ����� �����
                -‐‑

2FWREHU ����� ����� ����� ������                 -‐‑

1RYHPEHU ����� ����� ����� ������                 -‐‑

'HFHPEHU ����� ����� ����� ������                -‐‑

          -‐‑
������ ������ ������ ������� ����������

7RWDO�)LOLQJV �������

(1) Represents those SARs currently in the system as of 31 August 2000.

Underlying Suspicious Activity
8QGHUO\LQJ�VXVSLFLRXV�DFWLYLW\�LGHQWLILHG�LQ�6$5V�GDWD�LV�SURYLGHG�LQ�UDQN�RUGHU�LQ�&KDUW����,W�VKRXOG�EH
QRWHG� WKDW� IRU� WKH� ODUJHVW� QXPEHU� RI� ILOLQJV� �6WUXFWXULQJ�0RQH\� /DXQGHULQJ³����� SHUFHQW� RI� DOO
ILOLQJV��� VWUXFWXULQJ� DFWLYLW\� FRPSULVHV� DERXW� ��� SHUFHQW� RI� WKH� 6$5V� LGHQWLILHG� XQGHU� WKLV� FDWHJRU\�
&KDUW���EUHDNV�RXW�WKH�RYHUDOO�GDWD�E\�YLRODWLRQ�\HDU�

&KDUW����6$5�)LOLQJV�5DQNHG�E\�7\SH�RI�9LRODWLRQ

5DQN 9LRODWLRQ )LOLQJV 3HUFHQWDJH

� %6$�6WUXFWXULQJ�0RQH\�/DXQGHULQJ��� ������� �����

� &KHFN�)UDXG ������ ������

� 2WKHU ������ ����

� &RXQWHUIHLW�&KHFN ������ �����

� 'HIDOFDWLRQ�(PEH]]OHPHQW ������ �����

� &UHGLW�&DUG�)UDXG ������ ����

� 8QNQRZQ�%ODQN��� ������ ����

� &KHFN�.LWLQJ ������ �����



� )DOVH�6WDWHPHQW ������ �����

�� &RQVXPHU�/RDQ�)UDXG ������ ����

�� 0RUWJDJH�/RDQ�)UDXG ������ ����

�� 0\VWHULRXV�'LVDSSHDUDQFH ����� �����

�� 0LVXVH�RI�3RVLWLRQ�RU�6HOI�'HDOLQJ ����� ����

�� &RPPHUFLDO�/RDQ�)UDXG ����� /HVV�WKDQ���

�� 'HELW�&DUG�)UDXG ����� /HVV�WKDQ���

�� :LUH�7UDQVIHU�)UDXG ����� /HVV�WKDQ���

�� &RXQWHUIHLW�&UHGLW�'HELW�&DUG ����� /HVV�WKDQ���

�� &RXQWHUIHLW�,QVWUXPHQW��2WKHU� ����� /HVV�WKDQ���

�� %ULEHU\�*UDWXLW\ ��� /HVV�WKDQ���

�� &RPSXWHU�,QWUXVLRQ��� � /HVV�WKDQ���

�

����7KH�%DQN�6HFUHF\�$FW��%6$��DQG�UHODWHG�UXOHV�DQG�UHJXODWLRQV�UHTXLUH�WKH�ILOLQJ�RI�UHSRUWV�RI�FHUWDLQ�ILQDQFLDO�WUDQVDFWLRQV�

����7KH�8QNQRZQ�%ODQN�FODVVLILFDWLRQ�HQFRPSDVVHV�WKRVH�6$5V�WKDW�GR�QRW�FRUUHVSRQG�WR�DQ�HVWDEOLVKHG�YLRODWLRQ�RU�ZKHUH�WKH

YLRODWLRQ�LV�QRW�VSHFLILHG�

����9LRODWLRQ�GLG�QRW�DSSHDU�XQWLO�LVVXDQFH�RI�WKH�5HYLVHG�6$5�)RUP�LQ�-XQH������

�

&KDUW����6$5�)LOLQJV�E\�&KDUDFWHUL]DWLRQ�RI�6XVSLFLRXV�$FWLYLW\

9LRODWLRQ ���� ���� ���� ���� �������

%6$�6WUXFWXULQJ�0RQH\�/DXQGHULQJ ������ ������ ������ ������ ������

%ULEHU\�*UDWXLW\ �� ��� �� ��� ��

&KHFN�)UDXG ����� ������ ������ ������ ������



&KHFN�.LWLQJ ����� ����� ����� ����� �����

&RPPHUFLDO�/RDQ�)UDXG ��� ��� ��� ����� ���

&RQVXPHU�/RDQ�)UDXG ����� ����� ����� ����� �����

&RXQWHUIHLW�&KHFN ����� ����� ����� ����� �����

&RXQWHUIHLW�&UHGLW�'HELW�&DUG ��� ��� ��� ��� ���

&RXQWHUIHLW�,QVWUXPHQW��2WKHU� ��� ��� ��� ��� ���

&UHGLW�&DUG�)UDXG ����� ����� ����� ����� �����

'HELW�&DUG�)UDXG ��� ��� ��� ��� ���

'HIDOFDWLRQ�(PEH]]OHPHQW ����� ����� ����� ����� �����

)DOVH�6WDWHPHQW ����� ����� ����� ����� �����

0LVXVH�RI�3RVLWLRQ�RU�6HOI�'HDOLQJ ��� ����� ����� ����� �����

0RUWJDJH�/RDQ�)UDXG ����� ����� ����� ����� �����

0\VWHULRXV�'LVDSSHDUDQFH ����� ����� ����� ����� �����

:LUH�7UDQVIHU�)UDXG ��� ��� ��� ��� ���

2WKHU ����� ����� ����� ����� �����

&RPSXWHU�,QWUXVLRQ � � � � �

8QNQRZQ�%ODQN ����� ����� ����� ����� �����

����5HSUHVHQWV�WKRVH�6$5V�FXUUHQWO\�LQ�WKH�V\VWHP�DV�RI�$XJXVW����������

'HYHORSPHQWV�LQ�$QDO\]LQJ�8�6��1DWLRQDO�6$5�'DWD

7KH�VL]H�RI�WKH�8�6��QDWLRQDO�6$5�GDWDEDVH�SUHVHQWV�VSHFLDO�RSSRUWXQLWLHV�IRU�GHYHORSLQJ�DQDO\WLF
DSSURDFKHV�WR�WKH�GDWD�VHW��$QDO\VLV�RI�WKH�GDWD�VHW�KDV�HQDEOHG�)LQ&(1�WR�SURYLGH�EDQNV�ZLWK
LPSRUWDQW�IHHGEDFN�UHJDUGLQJ�H[DPSOHV�DQG�SDWWHUQV�RI�VXVSLFLRXV�DFWLYLW\�

Money Laundering Trends in 2000
:LUH�7UDQVIHUV�DQG�6KHOO�&RPSDQ\�$FWLYLW\

6$5V�ILOHG�GXULQJ�WKH�ILUVW�KDOI�RI������UHIOHFW�VHYHUDO�FRPSOH[�DFWLYLWLHV�LQYROYLQJ�VXVSLFLRXV�ZLUH



WUDQVIHU�SDWWHUQV��$V�UHSRUWHG�LQ�WKH�6$5�QDUUDWLYHV��PDQ\�RI�WKHVH�VXVSLFLRXV�ZLUH�WUDQVIHU�SDWWHUQV
LQYROYH�VKHOO�FRPSDQLHV³L�H���FRUSRUDWLRQV�WKDW�HQJDJH�LQ�QR�DSSDUHQW�EXVLQHVV�DFWLYLW\�DQG�WKDW�RQO\
VHUYH�DV�D�FRQGXLW�IRU�IXQGV�RU�VHFXULWLHV��2IWHQ�WKH�DFWLYLWLHV�DOVR�LQYROYH�IRUHLJQ�WUDQVDFWRUV�ORFDWHG
LQ�MXULVGLFWLRQV�FRQVLGHUHG�QRQ�FRRSHUDWLYH�LQ�WKH�ILJKW�DJDLQVW�JOREDO�PRQH\�ODXQGHULQJ�

6HYHUDO�FRPSOH[�VXVSLFLRXV�ZLUH�WUDQVIHU�WUDQVDFWLRQV�KDYH�EHHQ�REVHUYHG��HDFK�LQYROYLQJ
JHRJUDSKLFDOO\�FRPSOLFDWHG�ZLUH�WUDQVIHU�URXWLQJ��RULJLQDWRU��EHQHILFLDU\��RU�WUDQVLW�LQWHUPHGLDU\�EDQNV�
DQG�RU�JHRJUDSKLFDOO\�FRPSOH[�RULJLQDWRU�DQG�EHQHILFLDU\�DFWLYLW\��0RUH�WKDQ������PLOOLRQ�LQ
VXVSLFLRXV�ZLUH�WUDQVIHUV�KDYH�EHHQ�UHSRUWHG�LQ�FRQQHFWLRQ�ZLWK�WKLV�W\SH�RI�DFWLYLW\�

7KHVH�DFWLYLWLHV�GLVSOD\�FRPPRQ�SDWWHUQV�RI�XQGHUO\LQJ�VXVSLFLRXV�DFWLYLW\�

$�ODFN�RI�HYLGHQFH�RI�OHJLWLPDWH�EXVLQHVV�DFWLYLW\��RU�DQ\�EXVLQHVV�RSHUDWLRQV�XQGHUWDNHQ�E\
PDQ\�RI�WKH�FRPSDQLHV�

8QXVXDOO\�ODUJH�QXPEHUV�RI�ZLUH�WUDQVIHUV��VHYHUDO�WKRXVDQG�ZLUHV�WRWDOLQJ�PRUH�WKDQ�8�6������
PLOOLRQ��

7UDQVDFWLRQV�FRQGXFWHG�LQ�EXUVWV�RI�DFWLYLWLHV�ZLWKLQ�D�VKRUW�SHULRG�RI�WLPH�

%HQHILFLDULHV�PDLQWDLQLQJ�DFFRXQWV�DW�IRUHLJQ�EDQNV�WKDW�KDYH�EHHQ�WKH�VXEMHFW�RI�SUHYLRXV�6$5
UHSRUWLQJ�GXH�WR�VXVSLFLRXV�ZLUH�WUDQVIHU�DFWLYLW\�

5HDSSHDULQJ�EHQHILFLDU\�EDQNV�EDVHG�LQ�RIIVKRUH�ORFDWLRQV��WKH�DFFRXQW�RI�DW�OHDVW�RQH�RI�ZKLFK
KDV�EHHQ�FORVHG�E\�WKH�UHSRUWLQJ�ILQDQFLDO�LQVWLWXWLRQ�GXH�WR�RYHUDOO�VXVSHFW�DFWLYLW\�

,QFUHDVHG�6$5�5HSRUWLQJ�,QYROYLQJ�0H[LFR

/DZ�HQIRUFHPHQW�LQIRUPDWLRQ�DQG�6$5V�ILOHG�E\�8�6��ILQDQFLDO�LQVWLWXWLRQV�FRQILUP�D�VKLIW�LQ�VXVSHFWHG
PRQH\�ODXQGHULQJ�DFWLYLW\�LQYROYLQJ�0H[LFR��5DWKHU�WKDQ�WUDQVLWLQJ�WKURXJK�0H[LFR�HQ�URXWH�WR
&RORPELD�RU�RWKHU�&HQWUDO�DQG�6RXWK�$PHULFDQ�GHVWLQDWLRQV��RIWHQ�GUXJ�SURFHHGV�DUH�QRZ�F\FOHG
WKURXJK�0H[LFR�GLUHFWO\�EDFN�LQWR�WKH�8QLWHG�6WDWHV��6$5V�KDYH�UHYHDOHG�SDWWHUQV�RI�ODUJH�ZLUH
WUDQVDFWLRQV�������PLOOLRQ�RU�PRUH�SHU�WUDQVDFWLRQ��PRYLQJ�IXQGV�WR�8�6��SD\HHV�IURP�0H[LFDQ�PRQH\
H[FKDQJH�KRXVHV�DQG�RWKHU�ILQDQFLDO�LQVWLWXWLRQV��ZKLFK�PD\�DW�OHDVW��LQ�SDUW��EH�DWWULEXWDEOH�WR�FKDQJHV
LQ�WKH�ODXQGHULQJ�F\FOH��6XFK�FKDQJHV�LQ�SDWWHUQV�DUH�EHOLHYHG�WR�VWHP�IURP�WKH�KHLJKWHQHG�SURILOH�RI
0H[LFR�EDVHG�FULPLQDO�JURXSV�LQ�GUXJ�WUDIILFNLQJ�LQ�WKH�8�6���ZKLFK�FUHDWHV�D�FRUUHVSRQGLQJ�LQFUHDVHG
WKUHDW�RI�PRQH\�ODXQGHULQJ�DFWLYLW\�OLQNHG�WR�0H[LFR�

0RQH\�5HPLWWHU�$FWLYLW\

7KH������1DWLRQDO�0RQH\�/DXQGHULQJ�)LQDQFLDO�6HFWRU�6WUDWHJ\�&RQIHUHQFH��FR�VSRQVRUHG�E\�WKH�8�6�
'HSDUWPHQWV�RI�7UHDVXU\�DQG�-XVWLFH��SURYLGHG�D�IRUXP�IRU�GLVFXVVLQJ�UHFHQWO\�REVHUYHG�WUHQGV
SHUWDLQLQJ�WR�WKH�XVH�RI�PRQH\�UHPLWWHUV�IRU�LOOLFLW�IXQGV�WUDQVIHU�DQG�PRQH\�ODXQGHULQJ�

7KHUH�ZDV�D�JHQHUDO�FRQVHQVXV�DPRQJ�WKH�FRQIHUHQFH�SDUWLFLSDQWV�WKDW�WKHUH�DUH�WKUHH�PDMRU�FDWHJRULHV
RI�UHPLWWHUV�FXUUHQWO\�RSHUDWLQJ��D��PRQH\�UHPLWWHUV�WKDW�DUH�FRUUXSW�DQG�DUH�ZRUNLQJ�GLUHFWO\�ZLWK�WKH
PRQH\�ODXQGHUHUV�DQG�GUXJ�GHDOHUV��E��PRQH\�UHPLWWHUV�WKDW�PLJKW�QRW�EH�GLUHFWO\�LQYROYHG�ZLWK�WKH
LOOLFLW�SURFHHGV��EXW�DUH��ZLOOIXOO\�EOLQG��WR�WKHVH�DFWLYLWLHV�DQG�WUDQVDFWLRQV��DQG�F��PRQH\�UHPLWWHUV
WKDW�DUH�QRW�QHFHVVDULO\�DZDUH�RI�QRU��ZLOOIXOO\�EOLQG��WR�WKH�LOOLFLW�DFWLYLWLHV�

9DULRXV�VFKHPHV�DSSHDU�SULPDULO\�GHVLJQHG�WR�HYDGH�IHGHUDO�DQG�LQGXVWU\�SUDFWLFH�WKDW�LV�PDQGDWHG�E\
UHFRUG�NHHSLQJ��UHSRUWLQJ��DQG�FXVWRPHU�LGHQWLIL FDWLRQ�UHTXLUHPHQWV��7KHVH�YDULHG�DFWLYLWLHV�LQFOXGH
EDVLF�VWUXFWXULQJ�RI�PRQH\�WUDQVIHU�WUDQVDFWLRQV�EHORZ�WKH�UHSRUWLQJ�DQG�LGHQWLILFDWLRQ�GROODU�DPRXQW
WKUHVKROGV�PDQGDWHG�E\�JRYHUQPHQW��WKH�XVH�RI�PXOWLSOH�PRQH\�WUDQVIHU�DJHQW�EXVLQHVVHV�DQG�RU
SDUHQW�UHPLWWHU�FRPSDQLHV�WR�DYRLG�RYHUDOO�PRQLWRULQJ�DQG�GHWHFWLRQ�E\�WKH�LQGXVWU\�����DQG�IUHTXHQW
XVH�RI�IDOVLILHG�QDPHV��DGGUHVVHV��DQG�UHFHLSWV�DV�D��FRYHU��MXVWLILFDWLRQ�IRU�WKH�VXEVWDQWLDO�LOOLFLW�IXQGV
WUDQVIHUV�

����$V�'($�DOVR�SRLQWV�RXW���,Q�VRPH�FDVHV��WKH�DJHQW��EXVLQHVV��PD\�UHSUHVHQW�D�YDULHW\�RI�UHPLWWDQFH�FRPSDQLHV��:KHQ�WKLV�LV�WKH�FDVH�

WKH�DJHQW�PD\�VXJJHVW�GLYLGLQJ�WKH�GHSRVLW��VHQGLQJ�D�SRUWLRQ�ZLWK�HDFK�RI�WKH�UHSUHVHQWHG�EXVLQHVVHV��FRPSDQLHV���7KXV��GHWHFWLRQ�LV

LQFUHDVLQJO\�FKDOOHQJLQJ��

)HGHUDO�DXWKRULWLHV�DW�WKH�FRQIHUHQFH�DOVR�KLJKOLJKWHG�WKH�UHFHQW�JURZWK�RI�VPDOOHU�LQGHSHQGHQW
UHPLWWHUV��EH\RQG�WKH�PRUH�HVWDEOLVKHG�:HVWHUQ�8QLRQ�DQG�0RQH\*UDP�V\VWHPV���SDUWLFXODUO\�RI�WKRVH
SURYLGLQJ�VHUYLFH�WR�DQG�IURP�0H[LFR��'($�UHSRUWHG�WKDW�DOWKRXJK�WKHVH�UHPLWWHUV�SURYLGH�LPSRUWDQW
OHJLWLPDWH�VHUYLFHV�WR�PLJUDQW�ZRUNHU�SRSXODWLRQV��WKH�ORFDWLRQ�RI�WKHVH�EXVLQHVVHV���GR�QRW�QHFHVVDULO\



SDUDOOHO�WKH�HPSOR\PHQW�FHQWHUV�IRU�WKHVH�ODERUHUV��5DWKHU��LW�DSSHDUV�WKDW�WKH�DJHQW�ORFDWLRQV�DUH
SULPDULO\�ORFDWHG�LQ�VWDWHV�ZLWKRXW�UHJXODWLRQV�JRYHUQLQJ�WKH�PRQH\�VHUYLFHV�LQGXVWU\��

8SGDWH�RQ�6XVSLFLRXV�$XWRPDWHG�7HOOHU�0DFKLQH��$70��$FWLYLW\

$QDO\VLV�RI�6$5�UHSRUWLQJ�RQ�$70�WUDQVDFWLRQV�FRQILUPV�D�FRQWLQXLQJ�WUHQG�LQ�VXVSLFLRXV�WUDQVDFWLRQV�LQ�ZKLFK�IXQGV�DUH�ZLUHG�WR�WKURXJK

D�8�6��ILQDQFLDO�LQVWLWXWLRQ�IURP�D�IRUHLJQ�VRXUFH�DQG�WKHQ�ZLWKGUDZQ�LQ�FDVK�LQ�D�WKLUG�FRXQWU\�XVLQJ�$70V��6$5V�LQGLFDWH�VXFK�$70

ZLWKGUDZDOV�LQ�DW�OHDVW����QDWLRQV��ZLWK�WKH�KLJKHVW�LQFLGHQFH�LQ�&RORPELD������RFFXUUHQFHV���IROORZHG�E\�9HQH]XHOD��������0H[LFR�������

DQG�$UJHQWLQD�������7KH�ZLUH�WUDQVIHUV�WKDW�VWDUW�WKH�F\FOH�RULJLQDWH�SULPDULO\�LQ�6ZLW]HUODQG��,WDO\��*HUPDQ\��DQG�(QJODQG��$PRXQWV�XS�WR

VHYHUDO�KXQGUHG�WKRXVDQG�GROODUV�KDYH�EHHQ�ZLWKGUDZQ�RYHU�VHYHUDO�PRQWKV�XVLQJ�WKLV�PHWKRG�

2WKHU�0RQH\�/DXQGHULQJ�7UHQGV�DQG�7\SRORJLHV

%ODFN�0DUNHW�3HVR�([FKDQJH�6\VWHP

7KH�%ODFN�0DUNHW�3HVR�([FKDQJH�6\VWHP��%03(��LV�D�WUDGH�EDVHG�V\VWHP�WKDW�GHSHQGV�RQ
FRPPHUFLDO�WUDIILF�EHWZHHQ�WKH�8�6��DQG�&RORPELD�WR�ODXQGHU�SURILWV�IURP�WKH�VDOH�RI�LOOHJDO�GUXJV�LQ
WKH�8QLWHG�6WDWHV��7KH�%03(�LV�D�VLJQLILFDQW�PRQH\�ODXQGHULQJ�FRQGXLW�XVHG�E\�&RORPELDQ�QDUFRWLFV
WUDIILFNHUV�LQ�UHSDWULDWLQJ�UHYHQXHV�WR�&RORPELD��7KH�SURFHVV�EHJLQV�ZKHQ�D�&RORPELDQ�GUXJ
RUJDQL]DWLRQ�DUUDQJHV�WKH�VKLSPHQW�RI�GUXJV�WR�WKH�8QLWHG�6WDWHV��7KH�GUXJV�DUH�VROG�LQ�WKH�8�6��LQ
H[FKDQJH�IRU�8�6��FXUUHQF\�WKDW�LV�WKHQ�VROG�WR�D�&RORPELDQ�EODFN�PDUNHW�SHVR�EURNHU
V�DJHQW�LQ�WKH
8QLWHG�6WDWHV��7KH�8�6��FXUUHQF\�LV�VROG�DW�D�GLVFRXQW�EHFDXVH�WKH�EURNHU�DQG�KLV�DJHQW�PXVW�DVVXPH
WKH�ULVN�RI�HYDGLQJ�WKH�%DQN�6HFUHF\�$FW�UHSRUWLQJ�UHTXLUHPHQWV�ZKHQ�ODWHU�SODFLQJ�WKH�GROODUV�LQWR�WKH
8�6��ILQDQFLDO�V\VWHP�

2QFH�WKH�GROODUV�DUH�GHOLYHUHG�WR�WKH�8�6��EDVHG�DJHQW�RI�WKH�SHVR�EURNHU��WKH�SHVR�EURNHU�LQ�&RORPELD
GHSRVLWV�WKH�DJUHHG�XSRQ�HTXLYDOHQW�LQ�&RORPELDQ�SHVRV�LQWR�WKH�RUJDQL]DWLRQ
V�DFFRXQW�LQ�&RORPELD�
$W�WKLV�SRLQW��WKH�RUJDQL]DWLRQ�KDV�ODXQGHUHG�LWV�PRQH\�EHFDXVH�LW�KDV�VXFFHVVIXOO\�FRQYHUWHG�LWV�GUXJ
GROODUV�LQWR�SHVRV��DQG�WKH�&RORPELDQ�EURNHU�DQG�KLV�DJHQW�QRZ�DVVXPH�WKH�ULVN�IRU�LQWURGXFLQJ�WKH
ODXQGHUHG�GUXJ�GROODUV�LQWR�WKH�8�6��EDQNLQJ�V\VWHP��XVXDOO\�WKURXJK�D�YDULHW\�RI�VXUUHSWLWLRXV
WUDQVDFWLRQV��+DYLQJ�LQWURGXFHG�WKH�GROODUV�LQWR�WKH�8�6��EDQNLQJ�V\VWHP��WKH�&RORPELDQ�EODFN�PDUNHW
SHVR�EURNHU�QRZ�KDV�D�SRRO�RI�ODXQGHUHG�GROODUV�WR�VHOO �WR�&RORPELDQ�LPSRUWHUV��7KHVH�LPSRUWHUV�WKHQ
XVH�WKH�GROODUV�WR�SXUFKDVH�JRRGV��HLWKHU�IURP�WKH�8�6��RU�IURP�RWKHU�PDUNHWV��ZKLFK�DUH�WUDQVSRUWHG�WR
&RORPELD��RIWHQ�YLD�VPXJJOLQJ�LQ�RUGHU�WR�DYRLG�DSSOLFDEOH�&RORPELDQ�ODZ�

7KH�H[DFW�VL]H�DQG�VWUXFWXUH�RI�WKH�%03(�V\VWHP�FDQQRW�EH�GHWHUPLQHG�ZLWK�DQ\�GHJUHH�RI�SUHFLVLRQ�
+RZHYHU��EDVHG�RQ�DQHFGRWDO�ODZ�HQIRUFHPHQW�HYLGHQFH��LQIRUPDQWV
�VWDWHPHQWV��DQG�&RORPELDQ�ODZ
HQIRUFHPHQW�DQG�LQWHOOLJHQFH�RIILFLDOV��LW�LV�EHOLHYHG�WKDW�EHWZHHQ����ELOOLRQ�DQG����ELOOLRQ�LV�ODXQGHUHG
DQQXDOO\��2WKHU�VRXUFHV�RI�GHPDQG�IRU�%03(�GROODUV�LQFOXGH�FDSLWDO�RXWIORZV�E\�&RORPELDQ�UHVLGHQWV�
ZKR�VHHN�HLWKHU�WR�FRQFHDO�WKH�IXQGV�IURP�WKH�&RORPELDQ�DXWKRULWLHV�RU�VLPSO\�WR�WDNH�DGYDQWDJH�RI
WKH�IDYRUDEOH�%03(�H[FKDQJH�UDWH�

7R�FRPEDW�WKH�%03(��WKH�8�6��'HSDUWPHQW�RI�7UHDVXU\�KDV�LQVWLWXWHG�DQ�LQWHUDJHQF\�ZRUNLQJ�JURXS�WKDW�KDV�DJJUHVVLYHO\�DWWDFNHG�WKLV

SUREOHP�DQG�ZKRVH�HIIRUWV�KDYH�UHVXOWHG�LQ�EHWWHU�FRRUGLQDWHG�DQG�LQWHJUDWHG�DQWL�%03(�LQYHVWLJDWLRQV�DQG�LQFUHDVHG�VXFFHVVIXO

SURVHFXWLRQV��7UHDVXU\
V�RXWUHDFK�SURJUDPV�WR�HGXFDWH�8�6��H[SRUWHUV�RI�WKH�RSHUDWLRQV�RI�DQG�WKHLU�YXOQHUDELOLW\�WR�WKH�%03(�KDYH�DOVR

DFKLHYHG�VXFFHVV��'XULQJ�WKH�SDVW�\HDU��KLJK�OHYHO�8�6��*RYHUQPHQW�RIILFLDOV�PHW�ZLWK�VHQLRU�RIILFLDOV�RI�8�6��FRPSDQLHV�ZKRVH�SURGXFWV�DUH

YXOQHUDEOH�WR�WKH�%03(�WR�H[SODLQ�WKH�V\VWHP�DQG�WR�HQFRXUDJH�WKHP�WR�GHYHORS�SURJUDPV�WR�FRXQWHU�WKH�%03(�

,Q�DGGLWLRQ�WR�WKHVH�GRPHVWLF�RXWUHDFK�HIIRUWV��WKH�8QLWHG�6WDWHV��&RORPELD��3DQDPD��9HQH]XHOD�DQG�$UXED�KDYH�IRUPHG�DQ�LQWHUQDWLRQDO

ZRUNLQJ�JURXS�RI�H[SHUWV�WR�FRPEDW�WKLV�PRQH\�ODXQGHULQJ�V\VWHP��7KLV�ZRUNLQJ�JURXS�LV�WR�VWXG\�WKH�%03(��UHSRUW�LWV�ILQGLQJV��DQG

UHFRPPHQG�SROLF\�RSWLRQV�DQG�DFWLRQV�WKDW�FDQ�EH�WDNHQ�E\�WKH�JRYHUQPHQWV�DJDLQVW�WKH�%03(�

2Q�2FWREHU�����������D�WDVN�IRUFH�FRPSRVHG�RI�8�6��7UHDVXU\�'HSDUWPHQW�DQG�'HSDUWPHQW�RI�-XVWLFH
RIILFLDOV�DQG�JRYHUQPHQW�RIILFLDOV�IURP�$UXED��&RORPELD��3DQDPD��DQG�9HQH]XHOD�SDUWLFLSDWHG�LQ�WKH
ILUVW�PHHWLQJ�RI�WKLV�ZRUNLQJ�JURXS��$W�WKH�PHHWLQJ��WKH����H[SHUWV�GLVFXVVHG�KRZ�WKH�%03(�PRQH\
ODXQGHULQJ�V\VWHP�DIIHFWHG�HDFK�RI�WKHLU�UHVSHFWLYH�FRXQWULHV��7RSLFV�RI�GLVFXVVLRQ�LQFOXGHG�WKH�%03(
VWHSV��GRFXPHQWDWLRQ�RI�LQWHUQDWLRQDO�FRPPHUFLDO�WUDQVDFWLRQV��WKH�SUREOHPV�ZLWK�H[LVWLQJ�SDSHU�WUDLOV
DQG�ODZV��DQG�ZD\V�WR�LPSURYH�LQWHUQDWLRQDO�FRRSHUDWLRQ��7KH�JURXS
V�ZRUN�LV�SODQQHG�WR�FRQWLQXH�LQ
PHHWLQJV�WR�EH�KHOG�LQ�&RORPELD��3DQDPD��DQG�9HQH]XHOD�GXULQJ�WKH�FRXUVH�RI������

7KH�+DZDOD�6\VWHP

7KH�KDZDOD��RU�KXQGL��DOWHUQDWLYH��RU�SDUDOOHO��UHPLWWDQFH�V\VWHP�FRQWLQXHV�WR�EH�D�NH\�IDFWRU�LQ�PRQH\
ODXQGHULQJ�DQG�RWKHU�ILQDQFLDO�FULPHV�FRPPLWWHG�LQ�DQG�DVVRFLDWHG�ZLWK�6RXWK�$VLD��,W�LV�FORVHO\�UHODWHG
WR�WKH��EODFN��RU��RII�WKH�ERRNV��HFRQRPLHV�LQ�WKH�UHJLRQ��7KH�VL]H�RI�WKH�XQGHUJURXQG�HFRQRPLHV�LQ



6RXWK�$VLD�DUH�HVWLPDWHG�WR�EH����WR�����SHUFHQW�WKH�VL]H�RI�WKH��ZKLWH��RU��GRFXPHQWHG��HFRQRPLHV�

+DZDOD�RSHUDWHV�RQ�WUXVW�DQG�FRQQHFWLRQV���WUXVW��LV�RQH�RI�VHYHUDO�PHDQLQJV�DVVRFLDWHG�ZLWK�WKH�ZRUG
�KDZDOD����&XVWRPHUV�WUXVW�KDZDOD��EDQNHUV��RU��RSHUDWRUV���NQRZQ�DV�KDZDODGDUV��ZKR�XVH�WKHLU
FRQQHFWLRQV�WR�IDFLOLWDWH�PRQH\�PRYHPHQW�ZRUOGZLGH��+DZDOD�WUDQVIHUV�WDNH�SODFH�ZLWK�OLWWOH��LI�DQ\�
SDSHU�WUDLO��DQG��ZKHQ�UHFRUGV�DUH�NHSW��WKH\�DUH�XVXDOO\�NHSW�LQ�FRGH��&RQWUDU\�WR�YDULRXV�PHGLD
UHSRUWV��KDZDOD�LV�DQ�DQFLHQW�V\VWHP��LW�ZDV�WKH�SULPDU\�PRQH\�WUDQVIHU�PHFKDQLVP�XVHG�LQ�6RXWK�$VLD
SULRU�WR�WKH�LQWURGXFWLRQ�RI�:HVWHUQ�EDQNLQJ��7RGD\��KDZDOD�FRQWLQXHV�WR�EH�XVHG�IRU�PDQ\�OHJLWLPDWH
WUDQVIHUV�IRU�FXOWXUDO�DQG�ILQDQFLDO�UHDVRQV��DQG�LW�DOVR�RIWHQ�RSHUDWHV�LQ�FRQMXQFWLRQ�ZLWK�:HVWHUQ
EDQNLQJ�RSHUDWLRQV�

'XEDL��,QGLD�DQG�3DNLVWDQ�IRUP�D��KDZDOD�WULDQJOH��UHVSRQVLEOH�IRU�VLJQLILFDQW�LQWHUQDWLRQDO�PRQH\
ODXQGHULQJ�DFWLYLWLHV�WKDW�JR�IDU�EH\RQG�6RXWK�$VLD��:KLOH�LQWHUGLFWLRQ�RI�QRQ�EDQN�PRQH\�ODXQGHULQJ
V\VWHPV��VXFK�DV�KDZDOD��LV�GLIILFXOW�HQRXJK�LQ�LWVHOI��WKLV�GLIILFXOW\�LV�VRPHWLPHV�FRPSRXQGHG�E\
LQHIIHFWLYH�PRQH\�ODXQGHULQJ�FRXQWHUPHDVXUHV�LQ�'XEDL�DQG�WKH�RWKHU�(PLUDWHV�

,QWHUQHW�*DPEOLQJ

,QWHUQHW�JDPEOLQJ�LV�LOOHJDO�LQ�WKH�8QLWHG�6WDWHV��$�MRLQW�)%,�,56�,QWHUQHW�JDPEOLQJ�LQYHVWLJDWLRQ
UHFHQWO\�WDUJHWHG�D�6SRUWV�7RXW�6HUYLFH��67&��ZKLFK�ZDV�SURYLGLQJ�LWV�VHUYLFHV�YLD�WKH�,QWHUQHW��DV�ZHOO
DV�IXQFWLRQLQJ�DV�DQ�,QWHUQHW�6HUYLFH�3URYLGHU��,63���7KH�67&�VHUYLFH�FROOHFWHG��FROODWHG�DQG�DQDO\]HG
VWDWLVWLFDO�DQG�RWKHU�LQIRUPDWLRQ�UHODWLYH�WR�VSRUWLQJ�HYHQWV��DQG�WKHQ�LQ�WXUQ�VROG�WKLV�LQIRUPDWLRQ�WR
VXEVFULEHUV�ZKR�IDFWRUHG�LW�LQWR�WKHLU�EHWWLQJ�GHFLVLRQV��7KH�67&�,63�DOVR�LQFOXGHG�WZR�RIIVKRUH
JDPEOLQJ�RSHUDWLRQV�ORFDWHG�LQ�WKH�&DULEEHDQ��ERWK�RI�ZKLFK�DFFHSWHG�ZDJHUV�YLD�WKH�,QWHUQHW�RU�WROO�
IUHH�WHOHSKRQH�QXPEHUV��/DZ�HQIRUFHPHQW�SHUVRQQHO�ZHUH�VXFFHVVIXO�LQ�LQILOWUDWLQJ�WKH�RSHUDWLRQ�

7R�ODXQGHU�WKH�SURFHHGV�IURP�WKHLU�LOOHJDO�,QWHUQHW�JDPEOLQJ�DFWLYLWLHV��WKH�VXEMHFWV�RI�WKLV�LQYHVWLJDWLRQ
HPSOR\HG�WKH�VHUYLFHV�RI�DQ�DWWRUQH\��7KH�DWWRUQH\�GHYLVHG�DQ�HODERUDWH�VFKHPH�LQ�ZKLFK�WKH�67&�,63
OHDVHG�LWV�VHUYLFHV�WR�WKH�VXEMHFWV�RI�WKH�LQYHVWLJDWLRQ�IRU�D�VSHFLILHG�DPRXQW��3URFHHGV�ZHUH�DOVR
ODXQGHUHG�WKURXJK�D�VHULHV�RI�EDQN�DFFRXQWV�LQ�WKH�&DULEEHDQ�DQG�HYHQWXDOO\�IXQQHOHG�EDFN�WR�8�6�
EDQNLQJ�LQVWLWXWLRQV��,QYHVWLJDWRUV�HVWLPDWH�WKDW�DSSUR[LPDWHO\������PLOOLRQ�ZDV�ZDJHUHG�WKURXJK�WKH
67&�,63�DQQXDOO\��,W�LV�DQWLFLSDWHG�WKDW�VXEMHFWV�LQ�WKLV�LQYHVWLJDWLRQ�ZLOO�EH�FKDUJHG�ZLWK�JDPEOLQJ�
PRQH\�ODXQGHULQJ��WD[�HYDVLRQ�DQG�5,&2�UHODWHG�RIIHQVHV�

/DZ\HUV�1RWDULHV � �$FFRXQWDQWV�DQG�2WKHU�1RQ�)LQDQFLD O �3URI HVV LRQD O V

8QLWHG�6WDWHV�ODZ�HQIRUFHPHQW�DXWKRULWLHV�KDYH�REVHUYHG�WKDW�DV�PRQH\�ODXQGHULQJ�VFKHPHV�EHFRPH�PRUH�FRPSOH[��WKH�SHUSHWUDWRUV�WXUQ�WR

WKH�OHDUQHG�H[SHUWLVH�RI�DWWRUQH\V��DFFRXQWDQWV��FRQVXOWDQWV�DQG�DJHQW�UHSUHVHQWDWLYHV�WR�DLG�WKHP�LQ�WKH�PRYHPHQW�RI�LOOHJDO�FXUUHQF\��7KHVH

SURIHVVLRQDOV��XVLQJ�VKHOO�FRUSRUDWLRQV��QRPLQHHV�DQG�ILFWLWLRXV�UHFRUGV��GHYLVH�HODERUDWH�SDSHU�WUDLOV�WR�GLVJXLVH�WKH�WUXH�VRXUFH�RI�LOOHJDO

LQFRPH��'XULQJ�)LVFDO�<HDUV������DQG�����������DWWRUQH\V��DFFRXQWDQWV�DQG�FRQVXOWDQWV�ZHUH�VHQWHQFHG�DV�D�UHVXOW�RI�PRQH\�ODXQGHULQJ

FRQYLFWLRQV�

7KH�0DUNHW�IRU�*ROG�DQG�RWKHU�3UHFLRXV�0HWDOV

*ROG�LV�NQRZQ�WR�SOD\�D�VLJQLILFDQW�UROH�LQ�LQWHUQDWLRQDO�PRQH\�ODXQGHULQJ��*ROG��MXVW�OLNH�FHUWDLQ
FXUUHQFLHV��H�J���WKH�8�6��GROODU��6ZLVV�IUDQF��DQG�%ULWLVK�SRXQG��WKH�(XUR��LV�D�QHDUO\�XQLYHUVDO
FRPPRGLW\�IRU�LQWHUQDWLRQDO�FRPPHUFH��7KH�DWWUDFWLYHQHVV�DQG�YDOXH�RI�D�SDUWLFXODU�FXUUHQF\�GHSHQG
RQ�D�FRPSOH[�DQG�RIWHQ�XQVWDEOH�YDULHW\�RI�SROLWLFDO�DQG�HFRQRPLF�FRQGLWLRQV��*ROG�KDV�EHHQ�D�NH\
PHGLXP�RI�H[FKDQJH�VLQFH�DQWLTXLW\�DQG�ZLOO��LQ�IDFW��PRVW�OLNHO\�DOZD\V�HQMR\�WKLV�SRVLWLRQ��DV�LW
DSSHDUV�QHDUO\�LPPXQH�WR�WKH�FRQVHTXHQFHV�RI�FKDQJLQJ�JOREDO�IRUWXQHV�

*ROG�VHUYHV�DV�ERWK�D�FRPPRGLW\�DQG��WR�D�OHVVHU�H[WHQW��D�PHGLXP�RI�H[FKDQJH�LQ�PRQH\�ODXQGHULQJ
FRQGXFWHG�LQ�/DWLQ�$PHULFD��WKH�8QLWHG�6WDWHV��(XURSH�DQG�$VLD��,Q�WKLV�F\FOH��IRU�H[DPSOH��JROG
EXOOLRQ�PDNHV�LWV�ZD\�WR�,WDO\�YLD�6ZLVV�EURNHUV��7KHUH�LW�LV�PDGH�LQWR�MHZHOU\��PXFK�RI�ZKLFK�LV�WKHQ
VKLSSHG�WR�/DWLQ�$PHULFD��,Q�/DWLQ�$PHULFD��WKLV�MHZHOU\��RU�WKH�UDZ�JROG�IURP�ZKLFK�LW�ZDV�PDGH�
WKHQ�EHFRPHV�RQH��LI�QRW�WKH�PRVW�LPSRUWDQW��RI�WKH�FRPPRGLWLHV�LQ�WKH�EODFN�PDUNHW�SHVR�H[FKDQJH�

,Q�D�UHFHQW�FDVH��8QLWHG�6WDWHV�ODZ�HQIRUFHPHQW�DXWKRULWLHV�LGHQWLILHG�D�PRQH\�ODXQGHULQJ�V\VWHP�WKDW�PDNHV�XVH�RI�WKH�OHJLWLPDWH�JROG�WUDGH

WR�ODXQGHU�PRQH\�WKURXJK�EODFN�PDUNHW�FXUUHQF\�H[FKDQJHV��,Q�WKLV�V\VWHP��JROG�MHZHOU\�LV�VROG�LQ�WKH�3DQDPD�&RORQ�)UHH�7UDGH�=RQH�WR

&RORPELDQV��ZKR�DUH�DOOHJHGO\�KRDUGLQJ�JROG�DJDLQVW�WKH�GHYDOXDWLRQ�RI�WKH�SHVR���7KH�MHZHOU\�LV�VPXJJOHG�LQWR�&RORPELD�WKURXJK�WKH�FLW\�RI

%XFDUDPDQJD��7KH�MHZHOU\�LV�WKHQ�PHOWHG�DQG�IRUPHG�WR�UHVHPEOH�JROG�IURP�PLQHV��IDEULFDWHG�LQWR�SLJPHQW�DQG�WKHQ�VKLSSHG�WR�WKH�8�6��IRU

UHILQLQJ���7KH�SLJPHQW�IDEULFDWLRQ�VWDJH�LV�LPSRUWDQW�EHFDXVH�WKH�&RORPELDQ�JRYHUQPHQW�ZLOO�SD\�D�����SHUFHQW�H[SRUW�WD[�FUHGLW�RQ�WKH

H[SRUWHG�JRRGV���7KH��JROG�SLJPHQW��DUULYHV�LQ�WKH�8�6��EXW�LV�LQVWHDG�HQWHUHG�DV��EXOOLRQ���ZKLFK�GRHV�QRW�TXDOLI\�IRU�WKH�H[SRUW�FUHGLW��7KH

JROG�LV�UHILQHG�DQG�VROG�LQ�WKH�8�6��DQG�WKHQ�VPXJJOHG�EDFN�WR�6RXWK�$PHULFD��7KH�UHVXOWLQJ�ORVV�WR�WKH�&RORPELDQ�JRYHUQPHQW�LV�HVWLPDWHG

WR�EH�RYHU�����PLOOLRQ��$�YDULDQW�RI�WKLV�VFKHPH�KDV�WKH�UHILQHG�JROG�EHLQJ�H[SRUWHG�WR�6ZLW]HUODQG�IRU�VDOH�WR�,WDOLDQ�MHZHOU\�PDQXIDFWXUHUV



IRU�GHOLYHU\�WR�3DQDPD��,Q�DOO�FDVHV��LW�LV�EHOLHYHG�WKDW�WKH�VDPH�JROG�LV�EHLQJ�UHF\FOHG�WKURXJKRXW�HDFK�VWHS�RI�WKH�VFKHPH�

6WUXFWXUHG�3RVWDO�0RQH\�2UGHUV³$OLHQ�6PXJJOLQJ�3URFHHGV

$Q�DQWL�VPXJJOLQJ�WDVN�IRUFH�FRQVLVWLQJ�RI�8�6��3RVWDO�,QVSHFWRUV�DQG�VSHFLDO�DJHQWV�IURP�WKH
,PPLJUDWLRQ�DQG�1DWXUDOL]DWLRQ�6HUYLFH�DQG�,QWHUQDO�5HYHQXH�6HUYLFH�H[HFXWHG�D�IHGHUDO�ZDUUDQW�DW�WKH
%DQN�RI�$PHULFD�LQ�1HZ�<RUN�&LW\�WR�VHL]H�WKH�FRQWHQWV�RI�DQ�DFFRXQW��WRWDOLQJ�URXJKO\����������
PDLQWDLQHG�E\�DQ�LQWHUQDWLRQDO�H[FKDQJH�ILUP�ORFDWHG�LQ�WKH�8QLWHG�$UDE�(PLUDWHV��7KH�LQYHVWLJDWLRQ
LQGLFDWHG�WKDW�WKH�DFFRXQW�FRQWDLQHG�DOLHQ�VPXJJOLQJ�SURFHHGV��LQ�WKH�IRUP�RI�VWUXFWXUHG�SRVWDO�PRQH\
RUGHUV�DQG�RWKHU�PRQHWDU\�LQVWUXPHQWV��7KHVH�SURFHHGV�ZHUH�EHLQJ�PRYHG�WKURXJK�WKH�H[FKDQJH
FRPSDQ\
V�DFFRXQW�WR�PHPEHUV�RI�DOLHQ�VPXJJOLQJ�RUJDQL]DWLRQV�LQ�,QGLD�DQG��DV�UHLPEXUVHPHQW�IRU
VPXJJOLQJ�IHHV��WR�UHODWLYHV�LQ�,QGLD�ZKR�KHOSHG�ZLWK�WKH�RSHUDWLRQ�

6WUXFWXUHG�3RVWDO�0RQH\�2UGHUV³,OOLFLW�'UXJ�3URFHHGV

$�PXOWL�DJHQF\�WDVN�IRUFH�FRQVLVWLQJ�RI�8�6��3RVWDO�,QVSHFWRUV�IURP�WKH�1RUWK�-HUVH\�&DULEEHDQ
'LYLVLRQ�DQG�VSHFLDO�DJHQWV�IURP�WKH�,QWHUQDO�5HYHQXH�6HUYLFH��)HGHUDO�%XUHDX�RI�,QYHVWLJDWLRQ�DQG
8�6��&XVWRPV�6HUYLFH�DUUHVWHG�QLQH�PHPEHUV�RI�D�QDUFRWLFV�DQG�PRQH\�ODXQGHULQJ�ULQJ�NQRZQ�DV�WKH
�'XVVDQ�2UJDQL]DWLRQ���7KH�ULQJ�RSHUDWHG�LQ�1RUWKHUQ�1HZ�-HUVH\��1HZ�<RUN�DQG�&RORPELD�DQG�ZDV
FKDUJHG�ZLWK�PRQH\�ODXQGHULQJ�DQG�VWUXFWXULQJ�WUDQVDFWLRQV�WR�DYRLG�FXUUHQF\�WUDQVDFWLRQ�UHSRUWLQJ
UHTXLUHPHQWV��0HPEHUV�RI�WKH�JURXS�DOOHJHGO\�VWUXFWXUHG�SRVWDO�DQG�FRPPHUFLDO�PRQH\�RUGHUV�DW
YDULRXV�SRVW�RIILFHV�DQG�FRQYHQLHQFH�VWRUHV�LQ�1HZ�-HUVH\�DQG�1HZ�<RUN��DQG�XVHG�H[SUHVV�PDLO
VHUYLFHV�WR�VHQG�WKH�PRQH\�RUGHUV�WR�YDULRXV�EXVLQHVVHV�LQ�WKH�8QLWHG�6WDWHV�DQG�6RXWK�$PHULFD��,W�LV
HVWLPDWHG�WKDW�WKH�ULQJ�ODXQGHUHG�DW�OHDVW����PLOOLRQ�LQ�LOOHJDO�SURFHHGV�

6XVSLFLRXV�)LQDQFLDO�$FWLYLW\�LQ�&DVLQRV

$�UHYLHZ�RI�6$5V�ILOHG�E\�JDPLQJ�HVWDEOLVKPHQWV�UHYHDOV�SDWWHUQV�RI�VXVSLFLRXV�DFWLYLW\�LQ�ZKLFK
FDVLQR�DFFRXQWV�DUH�XVHG�WR�WUDQVIHU�VLJQLILFDQW�DPRXQWV�RI�IXQGV�WKURXJK�QRQ�EDQN�ILQDQFLDO
WUDQVDFWLRQ�FKDQQHOV��7KH�IXQGV�DUH�FDVKHG�RXW�E\�WKH�FOLHQW�RU�PRYHG�WR�RWKHU�DFFRXQWV�ZLWK�PLQLPDO
RU�QR�JDPLQJ�DFWLYLW\��9DULDWLRQV�RQ�WKLV�WKHPH�LQYROYHG�DQ�LQLWLDO�GHSRVLW�E\�ZLUH�RU�EDQN�FDVKLHUV
FKHFN��EXW�WKHQ�WKH�IXQGV�ZRXOG�EH�ZLUHG�RXW�WR�DQRWKHU�DFFRXQW��7KH�IXQGV�ZHUH�WKHQ�VWRUHG�IRU�D
SHULRG�RI�WLPH�LQ�D�FDVLQR�VDIHW\�GHSRVLW�ER[�RU�KHOG�LQ�WKH�IRUP�RI�VDIHNHHSLQJ�PDUNHUV��DQG�WKHQ
FDVKHG�RXW��,Q�VHYHUDO�LQVWDQFHV�WKH�FOLHQW�ZDV�REVHUYHG�WUDQVIHUULQJ�FKLSV�WR�RWKHU�LQGLYLGXDOV�WR�FDVK
RXW��DV�ZHOO�DV�FDVKLQJ�RXW�D�JUHDWHU�DPRXQW�WKDQ�KHOG�RQ�GHSRVLW��ZLWK�QR�JDPEOLQJ�ZLQQLQJV�WR
DFFRXQW�IRU�WKH�H[FHVV�DPRXQW��

7UXVWV��2WKHU�1RQ�&RUSRUDWH�(QWLWLHV�DQG�0RQH\�/DXQGHULQJ

2QH�PXOWL�DJHQF\�WDVN�IRUFH�LQYHVWLJDWLRQ�IRFXVHG�RQ�D�VFKHPH�ZKHUH�DQ�LQYHVWPHQW�FRQVXOWDQW�KDG
IRUPHG�D�PDQDJHPHQW�JURXS�XQGHU�WKH�ODZV�RI�$QJXLOOD�DQG�RIIHUHG�LQYHVWPHQW�VHUYLFHV�WR�FLWL]HQV�RI
WKH�8QLWHG�6WDWHV��$�FRQILGHQWLDO�LQIRUPDQW��&,���FRRSHUDWLQJ�ZLWK�ODZ�HQIRUFHPHQW��DGYLVHG�WKH
RIIVKRUH�FRQVXOWDQW�RI�WKH�&,
V�GHVLUH�WR�ODXQGHU�GUXJ�SURFHHGV��7KH�FRQVXOWDQW�RIIHUHG�WR�VHW�XS�DQ�RII
VKRUH�WUXVW�IRU�WKH�&,�DQG�ZLWKKROG�WKH�&,
V�LGHQWLW\�IURP�WKH�WUXVW�UHFRUGV��WKHUHE\�GLVWRUWLQJ�WKH�WUXH
LOOHJDO�VRXUFH�RI�WKH�IXQGV�

'XH�WR�WKH�8�6��&XVWRPV�6HUYLFH�UHTXLUHPHQW�RI�ILOLQJ�DQ�,QWHUQDWLRQDO�7UDQVSRUWDWLRQ�RI�&XUUHQF\
5HSRUW��WKH�FRQVXOWDQW�UHTXLUHG�GHOLYHU\�RI�WKH�IXQGV�E\�D�FRXULHU�WR�DQ�LQWHUQDWLRQDO�DLUSRUW�LQ�&DQDGD
EHIRUH�WKH�FRQVXOWDQW�DFWXDOO\�WRRN�SRVVHVVLRQ�RI�WKH�IXQGV��,Q�7RURQWR��&DQDGD�WKH�FRQVXOWDQW�WRRN
GHOLYHU\�RI����������LQ�XQVLJQHG�WUDYHOHU�FKHFNV��SURPLVLQJ�WR�GHSRVLW�WKH�FKHFNV�LQ�&DULEEHDQ�EDQN
DFFRXQWV�DQG�WR�ZLUH�WUDQVIHU�WKH�PRQH\�EDFN�WR�WKH�&,��OHVV�FRPPLVVLRQV��7KH�FRQVXOWDQW�WKHQ
WUDYHOHG�WR�6W��0DDUWHQ�DQG�$QJXLOOD�DQG�HVWDEOLVKHG�WKH�SURPLVHG�DFFRXQWV��7KHVH�DFFRXQWV�ZHUH
RSHQHG�DW�%DUFOD\V�%DQN��$QJXLOOD�DQG�&KDVH�0DQKDWWDQ��6W��0DDUWHQ��7KH�IXQGV�ZHUH�WKHQ�ZLUH
WUDQVPLWWHG�EDFN�WR�WKH�8�6�

8SRQ�KLV�UHWXUQ�WR�WKH�8QLWHG�6WDWHV��WKH�VXEMHFW�ZDV�DUUHVWHG��7KH�VXEMHFW�ZDV�LQGLFWHG�RQ�VL[�FRXQWV
RI�PRQH\�ODXQGHULQJ�DQG�&XVWRPV�YLRODWLRQV��7KURXJK�SOHD�QHJRWLDWLRQV��WKH�VXEMHFW�UHFHLYHG���
PRQWKV�LQFDUFHUDWLRQ�
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2Q�2FWREHU�����������&RQJUHVV�SDVVHG�WKH�0RQH\�/DXQGHULQJ�DQG�)LQDQFLDO�&ULPHV�6WUDWHJ\�$FW�RI
������7KH�$FW�FDOOHG�XSRQ�WKH�3UHVLGHQW��DFWLQJ�WKURXJK�WKH�6HFUHWDU\�RI�WKH�7UHDVXU\�DQG�LQ



FRQVXOWDWLRQ�ZLWK�WKH�$WWRUQH\�*HQHUDO��WR�GHYHORS�D�QDWLRQDO�VWUDWHJ\�IRU�FRPEDWLQJ�PRQH\�ODXQGHULQJ
DQG�UHODWHG�ILQDQFLDO�FULPHV��7KH�$FW�FDOOHG�IRU�WKH�ILUVW�QDWLRQDO�VWUDWHJ\�WR�EH�VHQW�WR�&RQJUHVV�LQ
������DQG�XSGDWHG�DQQXDOO\�IRU�WKH�IROORZLQJ�IRXU�FRQVHFXWLYH�\HDUV��7KH�ILUVW�DQQXDO�VWUDWHJ\�ZDV
UHOHDVHG�RQ�6HSWHPEHU�����������7KH�1DWLRQDO�0RQH\�/DXQGHULQJ�6WUDWHJ\�IRU������ZDV�UHOHDVHG�RQ
0DUFK����������DW�D�SUHVV�FRQIHUHQFH�FR�FKDLUHG�E\�WKH�'HSXW\�$WWRUQH\�*HQHUDO�DQG�'HSXW\�7UHDVXU\
6HFUHWDU\�

7KH������6WUDWHJ\�LV�RUJDQL]HG�DFFRUGLQJ�WR�WKH�IRXU�IROORZLQJ�RYHUDUFKLQJ�JRDOV������WR�VWUHQJWKHQ
GRPHVWLF�HQIRUFHPHQW�LQ�RUGHU�WR�GLVUXSW�WKH�IORZ�RI�LOOHJDO�PRQH\������WR�HQKDQFH�UHJXODWRU\�DQG
FRRSHUDWLYH�SXEOLF�SULYDWH�HIIRUWV�WR�SUHYHQW�PRQH\�ODXQGHULQJ������WR�VWUHQJWKHQ�SDUWQHUVKLSV�ZLWK
VWDWH�DQG�ORFDO�JRYHUQPHQWV�WR�ILJKW�PRQH\�ODXQGHULQJ�WKURXJKRXW�WKH�8QLWHG�6WDWHV��DQG�����WR
VWUHQJWKHQ�LQWHUQDWLRQDO�FRRSHUDWLRQ�LQ�RUGHU�WR�GLVUXSW�WKH�JOREDO�IORZ�RI�LOOLFLW�PRQH\�

7KHVH�IRXU�JRDOV�DUH�VXSSRUWHG�E\�LGHQWLILHG�REMHFWLYHV�ZKLFK��LQ�WXUQ��DUH�WR�EH�DFFRPSOLVKHG�WKURXJK
DSSUR[LPDWHO\����VSHFLILF�DFWLRQ�LWHPV�VHW�RXW�LQ�WKH�VWUDWHJ\�

6LJQLILFDQW�$FWLRQ�,WHPV

7KH�IROORZLQJ�DUH�VXPPDULHV�RI�WKH�PRVW�VLJQLILFDQW�DFWLRQ�LWHPV�

'HVLJQDWLRQ�RI�+LJK�,QWHQVLW\�)LQDQFLDO�&ULPH�$UHDV��+,)&$V���7KH�GHVLJQDWLRQ�RI
+,)&$V�ZDV�PDQGDWHG�E\�WKH������OHJLVODWLRQ�DQG�ZDV�WKH�ILUVW�DFWLRQ�LWHP�LQ�WKH�����
6WUDWHJ\��+,)&$V�DUH�GHILQHG�DV�VSHFLDO��KLJK�ULVN�DUHDV�RU�VHFWRUV�ZKHUH�ODZ�HQIRUFHPHQW�ZLOO
FRQFHQWUDWH�LWV�UHVRXUFHV�DQG�HQHUJ\�WR�FRPEDW�PRQH\�ODXQGHULQJ��7KH�-XVWLFH�DQG�7UHDVXU\
'HSDUWPHQWV�OHG�D�SURFHVV�WR�LGHQWLI\�DQG�GHVLJQDWH�WKH�ILUVW�+,)&$V��$V�SDUW�RI�WKLV�SURFHVV�
WKH�WZR�GHSDUWPHQWV�FRQYHQHG�DQ�LQWHUDJHQF\�+,)&$�:RUNLQJ�*URXS�WR�FROOHFW�DQG�DQDO\]H
UHOHYDQW�LQIRUPDWLRQ�DQG�PDNH�UHFRPPHQGDWLRQV�WR�WKH�'HSXW\�$WWRUQH\�*HQHUDO�DQG�WKH
'HSXW\�7UHDVXU\�6HFUHWDU\�IRU�WKH�+,)&$�GHVLJQDWLRQV��7KH������6WUDWHJ\�GHVLJQDWHG�WKH�ILUVW
+,)&$V������1HZ�<RUN�&LW\�1RUWKHUQ�1HZ�-HUVH\�DUHD������WKH�/RV�$QJHOHV��&DOLIRUQLD�
PHWURSROLWDQ�DUHD������6DQ�-XDQ��3XHUWR�5LFR��DQG�����D��V\VWHPV��+,)&$�WR�IRFXV�DQG�HQKDQFH
FXUUHQW�HIIRUWV�DGGUHVVLQJ�WKH�SUREOHP�RI�FURVV�ERUGHU�FXUUHQF\�VPXJJOLQJ�PRYHPHQWV�EHWZHHQ
0H[LFR�DQG�7H[DV�DQG�$UL]RQD��7KH�+,)&$�SURJUDP�LV�LQWHQGHG�WR�FRQFHQWUDWH�ODZ
HQIRUFHPHQW�HIIRUWV�DW�WKH�IHGHUDO��VWDWH��DQG�ORFDO�OHYHOV�WR�FRPEDW�PRQH\�ODXQGHULQJ�LQ�WKH
GHVLJQDWHG�KLJK�LQWHQVLW\�PRQH\�ODXQGHULQJ�]RQHV��)XWXUH�+,)&$V�ZLOO�EH�VHOHFWHG�IURP
DSSOLFDWLRQV�UHFHLYHG�IURP�SURVSHFWLYH�DUHDV�RU�IURP�FDQGLGDWHV�SURSRVHG�E\�WKH�6HFUHWDU\�RI�WKH
7UHDVXU\�RU�WKH�$WWRUQH\�*HQHUDO�

)LQDQFLDO�&ULPH�)UHH�&RPPXQLWLHV�6XSSRUW�3URJUDP��7KH������6WUDWHJ\�DQQRXQFHV�WKH
ODXQFKLQJ�RI�WKH�)LQDQFLDO�&ULPH�)UHH�&RPPXQLWLHV�6XSSRUW��&�),&��SURJUDP��7KH�&�),&
SURJUDP�LV�DOVR�WKH�UHVXOW�RI�D�OHJLVODWLYH�PDQGDWH�ZKLFK�FDOOV�IRU�WKH�HVWDEOLVKPHQW�RI�D�IHGHUDO
JUDQW�SURJUDP�WR�SURYLGH�VHHG�FDSLWDO�IRU�HPHUJLQJ�VWDWH�DQG�ORFDO�DQWL�PRQH\�ODXQGHULQJ
HQIRUFHPHQW�HIIRUWV��7KH�%XUHDX�RI�-XVWLFH�$VVLVWDQFH��%-$��LV�DVVLVWLQJ�WKH�7UHDVXU\
'HSDUWPHQW�LQ�DGPLQLVWHULQJ�WKLV�JUDQW�SURJUDP��&RQJUHVV�DSSURSULDWHG������PLOOLRQ�LQ�ILVFDO
\HDU������IRU�WKH�FRPPHQFHPHQW�RI�WKH�SURJUDP��7KH�ILUVW�QLQH�UHFLSLHQWV�IRU�&�),&�JUDQWV�ZHUH
DQQRXQFHG�LQ�6HSWHPEHU������DQG�LQFOXGHG�D�YDULHW\�RI�SURJUDPV�SURSRVHG�E\�VWDWH�DQG�ORFDO
ODZ�HQIRUFHPHQW�DJHQFLHV�LQ�1HZ�<RUN��,OOLQRLV��$UL]RQD��)ORULGD��7H[DV�DQG�&DOLIRUQLD�

0RQH\�6HUYLFH�%XVLQHVV�6XVSLFLRXV�$FWLYLW\�5HSRUW�5HSRUWLQJ��,Q�FRQMXQFWLRQ�ZLWK�WKH
UHOHDVH�RI�WKH�VWUDWHJ\��WKH�7UHDVXU\�'HSDUWPHQW�DQQRXQFHG�WKH�LVVXDQFH�RI�ILQDO�UHJXODWLRQV�
HIIHFWLYH�'HFHPEHU�����������PDQGDWLQJ�WKDW�PRQH\�WUDQVPLWWHUV��LVVXHUV��VHOOHUV��DQG�UHGHHPHUV
RI�PRQH\�RUGHUV�DQG�WUDYHOHU
V�FKHFNV�PXVW�UHSRUW�VXVSLFLRXV�WUDQVDFWLRQV�WR�WKH�7UHDVXU\
'HSDUWPHQW�

)LQDQFLDO�&ULPH�+DYHQV��7KH������6WUDWHJ\�FDOOHG�IRU�WKH�IRUPDWLRQ�RI�DQ�LQWHUDJHQF\
ZRUNLQJ�JURXS�WR�H[SORUH�ZKHWKHU�PHDVXUHV�VKRXOG�EH�DGRSWHG�WR�UHVWULFW�ILQDQFLDO�LQVWLWXWLRQV�LQ
WKH�8QLWHG�6WDWHV�IURP�RSHQLQJ�RU�PDLQWDLQLQJ�FRUUHVSRQGHQW�EDQNLQJ�DFFRXQWV�IRU�IRUHLJQ
EDQNV�WKDW�DUH�RUJDQL]HG�LQ��OD[��RIIVKRUH�MXULVGLFWLRQV��7KLV�LQLWLDWLYH�ZDV�SXUVXHG�LQ
FRQMXQFWLRQ�ZLWK�WKH�)$7)�1&&7�LQLWLDWLYH�ZKLFK�UHVXOWHG�LQ�WKH�QDPLQJ�RI�ILIWHHQ�1RQ�
FRRSHUDWLYH�&RXQWULHV�DQG�-XULVGLFWLRQV�LQ�-XQH�������7KH�LVVXDQFH�RI�WKLV�OLVW�ZDV�IROORZHG�E\
WKH�LVVXDQFH�RI�)LQ&(1�$GYLVRULHV�WR�8QLWHG�6WDWHV�ILQDQFLDO�LQVWLWXWLRQV�FRQFHUQLQJ�WKH�ILIWHHQ
GHVLJQDWHG�MXULVGLFWLRQV�

�*DWHNHHSHUV���3XUVXDQW�WR�WKH������6WUDWHJ\��DQ�LQWHUDJHQF\�ZRUNLQJ�JURXS�ZDV�FUHDWHG�WR
H[DPLQH�WKH�UHVSRQVLELOLWLHV�RI�SURIHVVLRQDOV��VXFK�DV�ODZ\HUV�DQG�DFFRXQWDQWV��ZLWK�UHJDUG�WR
PRQH\�ODXQGHULQJ��7KH������6WUDWHJ\�GLUHFWHG�WKH�ZRUNLQJ�JURXS�WR�FRQWLQXH�LWV�UHYLHZ�DQG��WR



PDNH�UHFRPPHQGDWLRQV³UDQJLQJ�IURP�HQKDQFHG�SURIHVVLRQDO�HGXFDWLRQ��VWDQGDUGV�RU�UXOHV��WR
OHJLVODWLRQ³DV�PLJKW�EH�QHHGHG���,Q�$SULO�������D�PHHWLQJ�RI�UHSUHVHQWDWLYHV�IURP�WKH�*��
FRXQWULHV�ZDV�FRQYHQHG�LQ�:DVKLQJWRQ��'�&��WR�GLVFXVV�WKLV�LVVXH��%HFDXVH�RI�WKH�GLIILFXOW�OHJDO
DQG�SROLF\�LVVXHV�LQYROYHG�ZKHQ�FRQVLGHULQJ�WKH�UHVSRQVLELOLWLHV�RI�ODZ\HUV�DQG�DFFRXQWDQWV�LQ
WKLV�DUHD��WKH�ZRUNLQJ�JURXS�LV�FRQWLQXLQJ�WR�VWXG\�WKLV�LVVXH�DQG�SUHSDUH�UHFRPPHQGDWLRQV�IRU
WKH�6WHHULQJ�&RPPLWWHH�LQ������

/HJLVODWLRQ��7KH�7UHDVXU\�'HSDUWPHQW�DQQRXQFHG�WKDW�LQ�FRQMXQFWLRQ�ZLWK�WKH������6WUDWHJ\�
WKH�DGPLQLVWUDWLRQ�ZDV�VHQGLQJ�QHZ�DQWL�PRQH\�ODXQGHULQJ�OHJLVODWLRQ�WR�&RQJUHVV��7KH
,QWHUQDWLRQDO�&RXQWHU�0RQH\�/DXQGHULQJ�$FW�RI������RIIHUHG�QHHGHG�QHZ�DXWKRULW\�WR�WDNH�FDOLEUDWHG
DFWLRQ�DJDLQVW�IRUHLJQ�ILQDQFLDO�FULPH�KDYHQV��,Q�DGGLWLRQ�WR�VHHNLQJ�HQDFWPHQW�RI�WKH�7UHDVXU\
ELOO��WKH������6WUDWHJ\�FDOOHG�IRU�WKH�DGPLQLVWUDWLRQ�WR�VHHN�HQDFWPHQW�RI�WKH�-XVWLFH
'HSDUWPHQW
V�0RQH\�/DXQGHULQJ�$FW�RI�������ZKLFK�ZDV�VXEPLWWHG�WR�&RQJUHVV�RQ�1RYHPEHU
����������7KLV�ELOO�FRQWDLQHG�QXPHURXV�SURYLVLRQV�WKDW�ZRXOG�HQKDQFH�WKH�HIIHFWLYHQHVV�RI�WKH
PRQH\�ODXQGHULQJ�VWDWXWHV��+RZHYHU��QHLWKHU�RI�WKHVH�ELOOV�ZDV�HQDFWHG�LQ������

,Q�FRQMXQFWLRQ�ZLWK�WKH�DQQRXQFHPHQW�RI�WKH������6WUDWHJ\��RQ�0DUFK����������WKH�$WWRUQH\�*HQHUDO
DQG�WKH�6HFUHWDU\�RI�WKH�7UHDVXU\�LVVXHG�D�MRLQW�PHPRUDQGXP�WR�DOO�8�6��$WWRUQH\V��86$V��DQG�WKH
KHDGV�RI�DOO�RI�WKH�IHGHUDO�ODZ�HQIRUFHPHQW�DJHQFLHV�HPSKDVL]LQJ�WKH�LPSRUWDQFH�RI�DQWL�PRQH\
ODXQGHULQJ�HQIRUFHPHQW��,Q�DGGLWLRQ�LW�UHTXHVWHG�WKH�LPSOHPHQWDWLRQ�RI�VHYHUDO�DFWLRQ�LWHPV
UHFRPPHQGHG�LQ�WKH������6WUDWHJ\�

6SHFLILFDOO\��WKH�PHPRUDQGXP�XUJHG�WKH�86$V�DQG�WKH�ODZ�HQIRUFHPHQW�DJHQFLHV�

WR�HQFRXUDJH�EHORZ�WKUHVKROG�LQYHVWLJDWLRQV�DQG�SURVHFXWLRQV�WKDW�SRWHQWLDOO\�KDYH�D�V\VWHPLF�RU
ILQDQFLDO�VHFWRU�ZLGH�HIIHFW�RQ�PRQH\�ODXQGHULQJ�

WR�HVWDEOLVK�6$5�UHYLHZ�WHDPV�

WR�HQVXUH�WKDW�DOO�LQIRUPDQWV�DQG�FRRSHUDWLQJ�ZLWQHVVHV�DUH�GHEULHIHG�ZLWK�UHVSHFW�WR�PRQH\
ODXQGHULQJ�PHWKRGV�DQG�WKHLU�NQRZOHGJH�RI�PRQH\�ODXQGHULQJ�WHFKQLTXHV�

WR�LQFUHDVH�WKH�XVH�RI�HOHFWURQLF�VXUYHLOODQFH�LQ�DSSURSULDWH�PRQH\�ODXQGHULQJ�FDVHV�

WR�HQKDQFH�WKH�VXSSRUW�DQG�DQDO\VLV�RI�PXOWL�GLVWULFW�PRQH\�ODXQGHULQJ�LQYHVWLJDWLRQV�

WR�LQFUHDVH�WUDLQLQJ�IRU�ILQDQFLDO�LQYHVWLJDWLRQV��DQG

WR�LQFUHDVH�WKH�VWUDWHJLF�XVH�RI�DVVHW�IRUIHLWXUH�LQ�PRQH\�ODXQGHULQJ�FDVHV�

7KH������6WUDWHJ\�VHW�RXW�D�IDU�UHDFKLQJ�DQG�KLJKO\�DPELWLRXV�UHJLPHQ�RI�DFWLRQ�LWHPV�DQG�PLOHVWRQHV
WR�EH�DGGUHVVHG�DQG�DFFRPSOLVKHG�GXULQJ�������7KH�LPSOHPHQWDWLRQ�RI�WKH�0RQH\�/DXQGHULQJ�6WUDWHJ\
LV�EHLQJ�JXLGHG�E\�DQ�LQWHUDJHQF\�6WHHULQJ�&RPPLWWHH�FR�FKDLUHG�E\�WKH�'HSXW\�6HFUHWDU\�RI�WKH
7UHDVXU\�DQG�WKH�'HSXW\�$WWRUQH\�*HQHUDO��ZLWK�WKH�SDUWLFLSDWLRQ�RI�UHOHYDQW�GHSDUWPHQWV�DQG
DJHQFLHV��7KH�6WHHULQJ�&RPPLWWHH�KDV�WKH�UHVSRQVLELOLW\�RI�WUDFNLQJ�DQG�LGHQWLI\LQJ�SURJUHVV�WRZDUG
IXOILOOPHQW�RI�WKH�JRDOV�DQG�REMHFWLYHV�LGHQWLILHG�LQ�WKH������6WUDWHJ\�DQG�WKLV�SURJUHVV�ZLOO�EH�UHSRUWHG
LQ�WKH������6WUDWHJ\�

3UHVLGHQWLDO�'HFLVLRQ�'LUHFWLYH��3''������

$W�WKH�ILIWLHWK�DQQLYHUVDU\�RI�WKH�8QLWHG�1DWLRQV�LQ�������WKH�3UHVLGHQW�RI�WKH�8QLWHG�6WDWHV�EURDGHQHG
WKH�GHILQLWLRQ�RI�ZKDW�FRQVWLWXWHV�D�QDWLRQDO�VHFXULW\�WKUHDW�WR�LQFOXGH�LQWHUQDWLRQDO�FULPH��6KRUWO\
WKHUHDIWHU��LQ�2FWREHU�RI�WKDW�\HDU��3''����ZDV�VLJQHG��GLUHFWLQJ�D�FRRSHUDWLYH�IHGHUDO�HIIRUW�DJDLQVW
LQWHUQDWLRQDO�FULPLQDO�RUJDQL]DWLRQV�DQG�PRQH\�ODXQGHULQJ��7KH�8�6��'HSDUWPHQWV�RI�-XVWLFH��6WDWH�DQG
WKH�7UHDVXU\�DV�ZHOO�DV�WKH�8�6��&RDVW�*XDUG��WKH�1DWLRQDO�6HFXULW \�&RXQFLO��LQWHOOLJHQFH�DJHQFLHV�DQG
RWKHU�IHGHUDO�HQWLWLHV�ZHUH�LQVWUXFWHG�WR�ZRUN�WRJHWKHU�WR�FRQIURQW�DQG�FRXQWHU�WKLV�WKUHDW�WR�8�6�
QDWLRQDO�VHFXULW\�DQG�LQWHUQDWLRQDO�VWDELOLW\�

3''����GLUHFWV�WKH�DJHQFLHV�WR�FRRSHUDWH�WR�DFFRPSOLVK�WKH�IROORZLQJ�REMHFWLYHV������SURGXFH�JUHDWHU
UHVXOWV�LQ�WKLV�DUHD�E\�LQFUHDVLQJ�WKH�SULRULW\�DQG�UHVRXUFHV�GHYRWHG�WR�WKLV�HIIRUW������DFKLHYH�LQFUHDVHG
HIIHFWLYHQHVV�DQG�V\QHUJ\�E\�LPSURYLQJ�FRRUGLQDWLRQ�DPRQJ�DJHQFLHV�DQG�DFURVV�WKH�W\SHV�RI
LQWHUQDWLRQDO�FULPLQDO�DFWLYLW\������DVVLVW�DQG�ZRUN�PRUH�FORVHO\�ZLWK�RWKHU�JRYHUQPHQWV�WR�FUHDWH�D
JOREDO�UHVSRQVH�DQG�WR�HOLPLQDWH�WKLV�WKUHDW�DQG�WR�HOLPLQDWH�VDQFWXDULHV��DQG�����XVH�FUHDWLYHO\�DQG
DJJUHVVLYHO\�DOO�OHJDO�PHDQV�DYDLODEOH�WR�WKH�JRYHUQPHQW�WR�FRPEDW�LQWHUQDWLRQDO�RUJDQL]HG�FULPH�

7KH�\HDU������VDZ�SURJUHVV�RQ�DOO�RI�WKHVH�IURQWV�ZLWK�QRWDEOH�VXFFHVV�DFKLHYHG�LQ�GHYHORSLQJ�D�JOREDO



UHVSRQVH�LGHQWLI\LQJ�PRQH\�ODXQGHULQJ�YXOQHUDELOLWLHV�DQG�HQFRXUDJLQJ�FRPSOLDQFH�ZLWK�LQWHUQDWLRQDO
DQWL�PRQH\�ODXQGHULQJ�VWDQGDUGV��$�8QLWHG�6WDWHV�LQWHUDJHQF\�JURXS�ZRUNHG�ZLWK�WKH�)LQDQFLDO�$FWLRQ
7DVN�)RUFH��)$7)��LQ�LWV�JURXQGEUHDNLQJ�HIIRUW�WR�QDPH�QRQ�FRRSHUDWLYH�FRXQWULHV�DQG�WHUULWRULHV�LQ
WKH�ILJKW�DJDLQVW�PRQH\�ODXQGHULQJ��$V�QRWHG�SUHYLRXVO\�LQ�WKLV�UHSRUW��WKH�)$7)�GHYHORSHG�D�VHW�RI
WZHQW\�ILYH�FULWHULD�WR�EH�XVHG�LQ�GHWHUPLQLQJ�ZKHWKHU�D�MXULVGLFWLRQ�KDG�DQ�DFFHSWDEOH�RU�GHILFLHQW
DQWL�PRQH\�ODXQGHULQJ�UHJLPH�DQG�LVVXHG�D�UHSRUW�OLVWLQJ�ILIWHHQ�MXULVGLFWLRQV�DV�KDYLQJ�VHULRXV
GHILFLHQFLHV�

7KH�)$7)�QRQ�FRRSHUDWLYH�FRXQWULHV�DQG�WHUULWRULHV�H[HUFLVH�HQFRPSDVVHV�VRPH�RI�WKH�HVVHQWLDO�WHQHWV�RI
3''�����,W�KDV�EURXJKW�WRJHWKHU�WKH����)$7)�PHPEHU�QDWLRQV�LQ�D�PXOWLODWHUDO�HIIRUW�WR�QRW�RQO\�GHILQH�ZKDW
PDNHV�D�FRXQWU\�YXOQHUDEOH�WR�PRQH\�ODXQGHULQJ�EXW�WR�WKHQ�FOHDUO\�LGHQWLI\�WKRVH�QDWLRQV�ZKRVH�VXEVWDQGDUG
DQWL�PRQH\�ODXQGHULQJ�UHJLPHV�DWWUDFW�LOOHJDO�SURFHHGV�WKDW�XQGHUZULWH�LQWHUQDWLRQDO�FULPLQDO�DFWLYLW\��7KH�8QLWHG
6WDWHV��LQ�PDNLQJ�LWV�FRQWULEXWLRQ�WR�)$7)��GUDZV�XSRQ�WKH�FROOHFWLYH�H[SHUWLVH�RI�WKH�IHGHUDO�LQWHUDJHQF\
FRPPXQLW\��7KDW�FRPPXQLW\�KDV�SOD\HG�D�YLWDO�UROH�E\�DVVHVVLQJ�WKH�PRQH\�ODXQGHULQJ�WKUHDW�LQ�YDULRXV
UHJLRQV��DQDO\]LQJ�WKH�VKRUWFRPLQJV�LQ�H[LVWLQJ�QDWLRQDO�ODZV��UHJXODWLRQV�DQG�SUDFWLFHV��FUDIWLQJ
FRXQWHUPHDVXUHV�DQG�SURYLGLQJ�WUDLQLQJ�DQG�WHFKQLFDO�DVVLVWDQFH�WR�LGHQWLILHG�MXULVGLFWLRQV�PDNLQJ�D
FRQVFLHQWLRXV�HIIRUW�DW�LPSURYHPHQW��'XULQJ�������WKLV�LQWHJUDWHG�IHGHUDO�HIIRUW�LQ�VXSSRUW�RI WKH�)$7)�LQLWLDWLYH
RQ�QRQ�FRRSHUDWLYH�MXULVGLFWLRQV�KDV�IRFXVHG�LQWHUQDWLRQDO�DWWHQWLRQ�DQG�EURXJKW�XQSUHFHGHQWHG�SURJUHVV�LQ
GHDOLQJ�ZLWK�WKH�JOREDO�FKDOOHQJH�RI�PRQH\�ODXQGHULQJ�

$QRWKHU�NH\�FRPSRQHQW�RI�WKH�,QWHUQDWLRQDO�&ULPH�&RQWURO�6WUDWHJ\�DQG�3''����KDV�EHHQ�WKH
LPSRVLWLRQ�RI�VDQFWLRQV�XQGHU�WKH�,QWHUQDWLRQDO�(PHUJHQF\�(FRQRPLF�3RZHUV�$FW��,((3$���7KH�8�6�
QRZ�KDV�DW�LWV�GLVSRVDO�WZR�SRZHUIXO�HFRQRPLF�VDQFWLRQV�RSWLRQV�DJDLQVW�QDUFRWLFV�WUDIILFNHUV��WKH
HQWLWLHV�WKH\�RZQ�RU�FRQWURO��DQG�WKRVH�SHUVRQV�DFWLQJ�IRU�WKHP�RU�VXSSRUWLQJ�WKHLU�QDUFRWLFV�WUDIILFNLQJ
DFWLYLWLHV�

,Q�DGGLWLRQ�WR�,((3$��WKH�8�6��*RYHUQPHQW�DOVR�LV�XVLQJ�WKH�)RUHLJQ�1DUFRWLFV�.LQJSLQ�'HVLJQDWLRQ
$FW���WKH�.LQJSLQ�'HVLJQDWLRQ�$FW����,Q�'HFHPEHU�RI�������WKH�3UHVLGHQW�VLJQHG�LQWR�ODZ�WKH�.LQJSLQ
'HVLJQDWLRQ�$FW��ZKLFK�SURYLGHV�KLP�ZLWK�D�VWDWXWRU\�IUDPHZRUN�IRU�LPSRVLQJ�VDQFWLRQV�DJDLQVW
IRUHLJQ�GUXJ�NLQJSLQV�ZKHQ�VXFK�VDQFWLRQV�DUH�DSSURSULDWH��7ZHOYH�IRUHLJQ�SHUVRQV�ZHUH�LGHQWLILHG�DV
DSSURSULDWH�IRU�VDQFWLRQV�RQ�-XQH���������DQG�RWKHUV�ZLOO�EH�GHVLJQDWHG�E\�-XQH����������2I�WKRVH
WZHOYH�IRUHLJQ�SHUVRQV��VL[�ZHUH�IURP�0H[LFR��%HQMDPLQ�$OEHUWR�$UHOODQR�)HOL[��5DPRQ�(GXDUGR
$UHOODQR�)HOL[��-RVH�GH�-HVXV�$PH]FXD�&RQWUHUDV��/XLV�,JQDFLR�$PH]FXD�&RQWUHUDV��5DIDHO�&DUR
4XLQWHUR��9LFHQWH �&DUULOOR�)XHQWHV���WZR�ZHUH�IURP�WKH�&DULEEHDQ��1RHO�7LPRWK\�+HDWK��*OHQUR\
9LQJURYH�0DWWKHZV���WZR�ZHUH�IURP�1LJHULD��$EHQL�2��2JXQJEX\L��2OXZROH�$��2JXQJEX\L��DQG�WZR
ZHUH�IURP�$VLD��&KDQJ�&KL�)X��:HL�+VXHK�.DQJ��

7KH�.LQJSLQ�'HVLJQDWLRQ�$FW�LV�PRGHOHG�DIWHU�WKH�KLJKO\�HIIHFWLYH�6SHFLDOO\�'HVLJQDWHG�1DUFRWLFV
7UDIILFNHUV���6'17���SURJUDP�WKDW�7UHDVXU\
V�2IILFH�RI�)RUHLJQ�$VVHWV�&RQWURO���2)$&���DGPLQLVWHUV
DJDLQVW�WKH�&RORPELDQ�FDUWHOV�SXUVXDQW�WR�([HFXWLYH�RUGHU��������ZKLFK�ZDV�LVVXHG�LQ�2FWREHU�����
XQGHU�WKH�DXWKRULW\�RI�,((3$��1HDUO\�����LQGLYLGXDOV�DQG�HQWLWLHV�KDYH�EHHQ�LGHQWLILHG�DV�6'17V
VLQFH�WKH�&RORPELD�SURJUDP
V�LQFHSWLRQ�

%RWK�WKH�.LQJSLQ�'HVLJQDWLRQ�$FW�DQG�WKH�,((3$�6'17�SURJUDP�SURKLELW�8�6��SHUVRQV�IURP
HQJDJLQJ�LQ�WUDQVDFWLRQV��WUDGH�DQG�VHUYLFHV�LQYROYLQJ�IRUHLJQ�QDUFRWLFV�NLQJSLQV�DQG�GHULYDWLYH
GHVLJQHHV��7KH�REMHFWLYH�RI�ERWK�ODZV�LV�WR�GHQ\�GUXJ�NLQJSLQV��WKHLU�EXVLQHVVHV�DQG�WKHLU�DJHQWV�DFFHVV
WR�WKH�8�6��ILQDQFLDO�V\VWHP�DQG�WR�WKH�EHQHILWV�RI�WUDGH�DQG�WUDQVDFWLRQV�LQYROYLQJ�8�6��EXVLQHVVHV�DQG
LQGLYLGXDOV��7KH�ORQJ�WHUP�HIIHFWLYHQHVV�RI�GHVLJQDWLRQV�XQGHU�WKH�.LQJSLQ�'HVLJQDWLRQ�$FW��DV�ZHOO�DV
GHVLJQDWLRQV�XQGHU�DQ�,((3$�SURJUDP��GHSHQGV�KHDYLO\�XSRQ�7UHDVXU\
V�DXWKRULW\�WR�PDNH�GHULYDWLYH
GHVLJQDWLRQV�RI�HQWLWLHV�DQG�LQGLYLGXDOV��DV�LV�EHLQJ�GRQH�LQ�WKH�,((3$�6'17�SURJUDP�DJDLQVW
&RORPELDQ�FDUWHOV�

7KH�.LQJSLQ�'HVLJQDWLRQ�$FW�PRYHV�EH\RQG�WKH�,((3$�6'17�&RORPELD�PRGHO�WR�WDUJHW�WKH
DFWLYLWLHV�RI�VLJQLILFDQW�IRUHLJQ�QDUFRWLFV�WUDIILFNHUV���GUXJ�NLQJSLQV���DQG�WKHLU�RUJDQL]DWLRQV�RQ�D
ZRUOGZLGH�EDVLV��,Q�NHHSLQJ�ZLWK�3''���
V�HPSKDVLV�RQ�LQWHUDJHQF\�FRRSHUDWLRQ��WKH�.LQJSLQ
'HVLJQDWLRQ�$FW�UHTXLUHV�WKDW�WKH�'HSDUWPHQWV�RI�7UHDVXU\��-XVWLFH��6WDWH��DQG�'HIHQVH�DQG�WKH�&,$
FRRUGLQDWH�WR�GHYHORS�D�OLVW�RI�UHFRPPHQGHG�NLQJSLQV�IRU�SUHVLGHQWLDO�GHVLJQDWLRQ�E\�-XQH���RI�HDFK
\HDU��7KH�VWDWXWH�SHUPLWV�NLQJSLQ�GHVLJQDWLRQV�DW�RWKHU�WLPHV�DV�ZHOO�

,Q�DFFRUGDQFH�ZLWK�3''���
V�HPSKDVLV�RQ�LQWHUQDWLRQDO�FRRSHUDWLRQ�DQG�FROODERUDWLRQV��WR�WKH�H[WHQW
IHDVLEOH��WKH�8QLWHG�6WDWHV�ZLOO�FRQWLQXH�WR�FRRUGLQDWH�FDUHIXOO\�ZLWK�KRVW�JRYHUQPHQWV�FRQFHUQLQJ�GUXJ
NLQJSLQV��)XUWKHUPRUH��WKH�8QLWHG�6WDWHV�ZLOO�FRQWLQXH�WR�ZRUN�FRRSHUDWLYHO\�ZLWK�DSSURSULDWH�KRVW
JRYHUQPHQW�DXWKRULWLHV�WR�SXUVXH�DGGLWLRQDO�PHDVXUHV�DQG�OHDGV�DJDLQVW�WKRVH�VLJQLILFDQW�IRUHLJQ
QDUFRWLFV�WUDIILFNHUV��$Q�H[DPSOH�RI�WKH�LPSRUWDQFH�RI�WKLV�FRRSHUDWLRQ�KDV�EHHQ�WKH�VXFFHVV�WKH



*RYHUQPHQW�RI�&RORPELD�KDV�KDG�LQ�DSSO\LQJ�WKH�,((3$�6'17�SURJUDP�DJDLQVW�QDUFRWLFV�FDUWHOV�LQ
WKDW�FRXQWU\�

(QIRUFHPHQW�&DVHV

$WWRUQH\�$FFRXQWDQW�&DVH

7KLV�FDVH�LQYROYHG����LQGLYLGXDOV�LQ�WKH�+RPH�+HDOWK�&DUH�VHUYLFH��RQH�EHLQJ�ERWK�DQ�DWWRUQH\�DQG
DFFRXQWDQW��7KLV�LQGLFWPHQW�FRQWDLQHG�����FRXQWV�LQYROYLQJ�FRQVSLUDF\��IDOVH�FODLPV��ZLUH�IUDXG�DQG
PRQH\�ODXQGHULQJ��7KH�IDOVH�FODLPV�LQYROYHG�ILFWLWLRXV�SDWLHQW�FODLPV�DQG�FODLPV�IRU�VHUYLFHV�ZKLFK
ZHUH�QRW�SURYLGHG�

7KH�WZR�SULPDU\�VXEMHFWV�HPSOR\HG�DQ�DWWRUQH\�WR�LQFRUSRUDWH�IRXU�LQWHUUHODWHG�VKHOO�FRUSRUDWLRQV�DV
WKH�FRQWUROOLQJ�HQWLWLHV��,Q�DGGLWLRQ��HLJKW�QRPLQHH�FRUSRUDWLRQV�ZHUH�FUHDWHG�WR�JHQHUDWH�ILFWLWLRXV
KHDOWK�FDUH�VHUYLFH�UHFRUGV�UHIOHFWLQJ�LQ�KRPH�WKHUDS\�DQG�QXUVLQJ�FDUH��+HDOWK�FDUH�SURYLGHUV�LQFOXGLQJ
WKHUDSLVWV��UHJLVWHUHG�QXUVHV�DQG�SK\VLFLDQV�RSHUDWHG�WKH�QRPLQHH�FRUSRUDWLRQV��7R�NHHS�WKH�KHDOWK
FDUH�ELOOLQJ��WD[�UHWXUQ�ILOLQJV�DQG�EDQN�DFFRXQW�UHFRUGV�V\QFKURQL]HG��WKH�WZR�PDLQ�VXEMHFWV�UHOLHG�RQ
WKH�DWWRUQH\�DFFRXQWDQW�GHIHQGDQW�

,Q�H[FHVV�RI����PLOOLRQ�ZDV�ODXQGHUHG�WKURXJK�EDQN�DFFRXQWV�LQ�1HZ�<RUN��)ORULGD�DQG�VXVSHFWHG
RIIVKRUH�DFFRXQWV�LQ�FRQQHFWLRQ�ZLWK�WKLV�VFKHPH��1XPHURXV�DFFRXQWV�ZHUH�FUHDWHG�DW�IRXU�RU�ILYH
VHSDUDWH�EDQNV�IRU�SXUSRVHV�RI�DPDVVLQJ�DQG�PRYLQJ�WKHVH�IXQGV��&DVKLHU
V�FKHFNV�RIWHQ�ZHUH
SXUFKDVHG�DQG�HYHQ�QHJRWLDWHG�WKURXJK�WKH�DWWRUQH\�DFFRXQWDQW
V�WUXVW�DFFRXQW�WR�FRQFHDO�SURSHUW\
DFTXLVLWLRQ��7KLV�GHIHQGDQW�ZDV�VHQWHQFHG�WR�WZR�\HDUV�LQ�MDLO�

%RWK�SULPDU\�GHIHQGDQWV�ZHUH�RUGHUHG�WR�IRUIHLW�UHDO�DQG�SHUVRQDO�SURSHUW\��LQFOXGLQJ�WKH����PLOOLRQ
DQG�SXUFKDVHG�SURSHUW\��7KH\�UHFHLYHG�ILYH��DQG�WZR�\HDU�SULVRQ�VHQWHQFHV�UHVSHFWLYHO\��7ZR�UHODWHG
FDVH�GHIHQGDQWV�ODXQGHUHG�DQ�DGGLWLRQDO����PLOOLRQ�DQG�ZHUH�FKDUJHG�LQ�D�VHSDUDWH����FRXQW
LQGLFWPHQW��7KH\�ZHUH�RUGHUHG�WR�IRUIHLW���������LQ�FXUUHQF\�

&RORPELDQ�0RQH\�/DXQGHULQJ�2SHUDWLRQ

7KH�'HSDUWPHQW�RI�-XVWLFH�DQQRXQFHG�LQ�1RYHPEHU������WKDW�-RVH�6WURK��RI�&DOL��&RORPELD��SOHG
JXLOW\�WR�FRQVSLULQJ�WR�ODXQGHU�LQ�H[FHVV�RI������PLOOLRQ�RI�QDUFRWLFV�SURFHHGV�IRU�YDULRXV�GUXJ�FDUWHOV
LQ�&RORPELD�EHWZHHQ������DQG������

6WURK��D�IXJLWLYH�&RORPELDQ�QDWLRQDO��ZDV�DSSUHKHQGHG�E\�WKH�'($�LQ�HDUO\�)HEUXDU\������ZKLOH
DWWHPSWLQJ�WR�SDVV�WKURXJK�3DQDPDQLDQ�FXVWRPV��+H�ZDV�WUDQVSRUWHG�WR�0LDPL�DQG�HYHQWXDOO\
&RQQHFWLFXW�WR�IDFH�FKDUJHV�

6WURK�ZDV�FKDUJHG�ZLWK�RSHUDWLQJ�D�PRQH\�ODXQGHULQJ�HQWHUSULVH�ZKLFK�ZDV�UHVSRQVLEOH�IRU�WXUQLQJ
PLOOLRQV�RI�GROODUV�RI�SURFHHGV�JHQHUDWHG�IURP�FRFDLQH�VDOHV�LQ�1HZ�<RUN��1HZ�-HUVH\��&RQQHFWLFXW�
&DOLIRUQLD�DQG�0H[LFR�LQWR�&RORPELDQ�SHVRV�ZKLFK�KH�UHWXUQHG�WR�WKH�&DOL�QDUFRWLFV�WUDIILFNHUV�

6WURK��RSHUDWLQJ�IURP�&RORPELD��RSHQHG�EDQN�DFFRXQWV�LQ�3DQDPD�LQWR�ZKLFK�WKH�GUXJ�SURFHHGV�ZHUH
GHOLYHUHG�LQ�WKH�IRUP�RI�PRQH\�RUGHUV��FKHFNV�DQG�ZLUH�WUDQVIHUV��&DVK�ZDV�WUDQVIHUUHG�LQ�VXLWFDVHV�
ER[HV��EDJV��DQG�RWKHU�FRQWDLQHUV��0RQH\�ODXQGHUHUV�WKHQ�ZRXOG�FRQYHUW�WKH�FDVK�WR�FKHFNV�RU�GHSRVLW
LW�LQWR�DFFRXQWV�ZKHUH�LW�FRXOG�EH�WUDQVIHUUHG�DQ\ZKHUH�LQ�WKH�ZRUOG��6RPH�RI�WKHVH�IXQGV�ZHUH�ZLUHG
WR�EDQN�DFFRXQWV�LQ�,VUDHO�DQG�*HUPDQ\�ZKHUH�WKH�ODXQGHUHG�IXQGV�ZHUH�VXEVHTXHQWO\�PRYHG�WR�RQH
RI�WZR�3DQDPDQLDQ�VKHOO�FRUSRUDWLRQV�WKDW�6WURK�FRQWUROOHG��2IWHQ�WLPHV��WKH�PRQH\�RUGHUV�ZHUH
FRQFHDOHG�LQVLGH�RI�PDJD]LQHV�DQG�VKLSSHG�RXW�RI�WKH�8�6� �WKURXJK�YDULRXV�FRXULHU�VHUYLFHV�LQ�1HZ
-HUVH\�WR�6WURK
V�EXVLQHVVHV�LQ�3DQDPD�

$W�WKH�VDPH�WLPH�6WURK�ZDV�QHJRWLDWLQJ�ZLWK�&DOL�&DUWHO�LQWHUPHGLDULHV�IRU�WKH�SXUFKDVH�RI�GROODUV�LQ
WKH�8QLWHG�6WDWHV��KH�ZDV�DOVR�QHJRWLDWLQJ�ZLWK�RWKHUV�IRU�WKH�VDOH�RI�WKHVH�GROODUV�LQ�H[FKDQJH�IRU
&RORPELDQ�SHVRV��6WURK�RIWHQ�VROG�GROODUV�WR��OHJLWLPDWH��EXVLQHVVHV�LQ�&RORPELD�WKDW�QHHGHG�GROODUV
IRU�WUDQVDFWLRQV�LQ�WKH�8QLWHG�6WDWHV�

6WURK�LV�VFKHGXOHG�IRU�VHQWHQFLQJ�LQ�)HEUXDU\�������+H�IDFHV�D�PD[LPXP�WHUP�RI�LPSULVRQPHQW�RI�ILYH
\HDUV��DQG������������LQ�ILQHV��$V�SDUW�RI�KLV�DJUHHPHQW�ZLWK�WKH�*RYHUQPHQW��6WURK�DJUHHG�WR
UHOLQTXLVK����������LQ�VHYHUDO�DFFRXQWV�WKDW�KH�KHOG�DW�/HKPDQ�%URWKHUV�EURNHUDJH�KRXVH�LQ�0LDPL�
)ORULGD�

'LQHUR�([SUHVV



'LQHUR�([SUHVV�,QF��LV�D�'RPLQLFDQ�PRQH\�UHPLWWHU�OLFHQVHG�LQ�WKH�VWDWHV�RI�1HZ�<RUN�
0DVVDFKXVHWWV��1HZ�-HUVH\��5KRGH�,VODQG��)ORULGD��DQG�3XHUWR�5LFR��,Q�$XJXVW�������WKUHH�'LQHUR
([SUHVV�HPSOR\HHV�ZHUH�DUUHVWHG�DQG�SOHG�JXLOW\�WR�PRQH\�ODXQGHULQJ�YLRODWLRQV��,Q�DGGLWLRQ�WR�WKHVH
DUUHVWV��WZR�VHDUFK�ZDUUDQWV�ZHUH�H[HFXWHG�RQ�'LQHUR�([SUHVV�ORFDWLRQV��$QDO\VLV�RI�WKH�VHDUFK�ZDUUDQW
GRFXPHQWV��DV�ZHOO �DV�GRFXPHQWV�SURYLGHG�E\�D�FRRSHUDWLQJ�GHIHQGDQW��UHYHDOHG�D�PRQH\�ODXQGHULQJ
RSHUDWLRQ��UHVSRQVLEOH�IRU�WKH�ODXQGHULQJ�RI�DSSUR[LPDWHO\�������PLOOLRQ�LQ�FULPLQDOO\�GHULYHG�SURFHHGV
WKURXJK�DQ�HODERUDWH�VWUXFWXULQJ�VFKHPH�

2Q�$SULO�����������DW�WKH�FRQFOXVLRQ�RI�D���\HDU�LQYHVWLJDWLRQ��D�)HGHUDO�*UDQG�-XU\�HPSDQHOOHG�ZLWKLQ
WKH�6RXWKHUQ�'LVWULFW�RI�1HZ�<RUN��LVVXHG�DQ�LQGLFWPHQW�FKDUJLQJ�'LQHUR�([SUHVV�,QF���DQG�LWV
3UHVLGHQW��5REHUWR�%HUDV�ZLWK����FRXQWV�RI�PRQH\�ODXQGHULQJ�DQG�FXUUHQF\�UHSRUWLQJ�YLRODWLRQV��7KH
LQGLFWPHQW�ZHQW�RQ�WR�FKDUJH�/XLV�)UDQFLVFR�6RULDQR��D�PDQDJHU�RI�'LQHUR�([SUHVV��ZLWK���FRXQWV�RI
PRQH\�ODXQGHULQJ�DQG�FXUUHQF\�UHSRUWLQJ�YLRODWLRQV��DV�ZHOO�DV�0DULD�0HQGR]D��FOHUN�RI�'LQHUR
([SUHVV��ZKR�ZDV�FKDUJHG�ZLWK����FRXQWV�RI�FXUUHQF\�UHSRUWLQJ�YLRODWLRQV�

2Q�'HFHPEHU����������WKH�-XU\�RUGHUHG�IRUIHLWXUH�RI�����PLOOLRQ�DJDLQVW�'LQHUR�([SUHVV�,QF��DQG
5REHUWR�%HUDV�

2SHUDWLRQ�&DVKEDFN�1HWV����,QGLYLGXDOV

2SHUDWLRQ�&DVKEDFN�LV�RQH�RI�WKH�ODUJHVW�LQYHVWLJDWLRQV�RI�WKH�%ODFN�0DUNHW�3HVR�([FKDQJH�6\VWHP
�%03(��HYHU�XQGHUWDNHQ�E\�WKH�,QWHUQDO�5HYHQXH�6HUYLFH��,56���,W�FXOPLQDWHG�ZLWK�WKH�LQGLFWPHQW�RI
���LQGLYLGXDOV�IRU�PRQH\�ODXQGHULQJ�LQ�WKH�0LDPL�DUHD��2I�WKH����SHRSOH�FKDUJHG�����GHIHQGDQWV�ZHUH
&RORPELDQ�QDWLRQDOV�ZKR�ZHUH�SHVRV�EURNHUV�RU�EXVLQHVV�RZQHUV����GHIHQGDQWV�ZHUH�&RORPELDQ
FRXULHUV�UHVLGLQJ�LQ�WKH�8QLWHG�6WDWHV��DQG����GHIHQGDQWV�ZHUH�HPSOR\HHV�RI����EXVLQHVVHV�ORFDWHG�LQ
WKH�6RXWK�)ORULGD�DUHD��6LQFH�WKH�LQGLFWPHQWV�����LQGLYLGXDOV�KDYH�SOHG�JXLOW\�RU�ZHUH�IRXQG�JXLOW\��,Q
DGGLWLRQ�WR�WKH�LQGLFWPHQWV��WKH�8QLWHG�6WDWHV�LV�SXUVXLQJ�WKH�IRUIHLWXUH�RI�RYHU������PLOOLRQ��ZKLFK
UHSUHVHQWHG�WKH�PRQLHV�DVVRFLDWHG�ZLWK�WKH�ODXQGHULQJ�VFKHPH�

7KH�FHQWHUSLHFH�RI�WKLV�LQYHVWLJDWLRQ�ZDV�DQ�XQGHUFRYHU�VWRUHIURQW�LQ�RSHUDWLRQ�IRU�DSSUR[LPDWHO\��
\HDUV��,56�XQGHUFRYHU�DJHQWV�VWDIIHG�WKH�VWRUHIURQW�DQG�DFWHG�DV�DQ�LQWHUPHGLDU\�IRU�&RORPELDQ�PRQH\
EURNHUV�WR�ODXQGHU�QDUFRWLFV�SURFHHGV��7KH�XQGHUFRYHU�DJHQWV�DUUDQJHG�ZLWK�WKH�EURNHUV�WR�KDYH
FRXULHUV�GHOLYHU�WKH�QDUFRWLFV�SURFHHGV�WR�WKH�VWRUHIURQW��$�VLJQLILFDQW�SRUWLRQ�RI�WKH�PRQH\�GHOLYHUHG
ZDV�XVHG�WR�SXUFKDVH�PHUFKDQGLVH�IURP�EXVLQHVVHV�LQ�WKH�0LDPL�DUHD��7KH�PHUFKDQGLVH�ZDV�VKLSSHG�WR
&RORPELD�WR�FRPSOHWH�WKH�%03(�F\FOH�

2SHUDWLRQV�3RZHUSOD\�	�3UHVVXUH�3RLQW

,Q�DQ�HIIRUW�WR�DWWDFN�WKH�LOOHJDO�H[SRUWDWLRQ�RI�XQUHSRUWHG�FXUUHQF\�GHULYHG�IURP�VXVSHFWHG�LOOLFLW
DFWLYLWLHV��&XVWRPV�LQLWLDWHG�WZR�FXUUHQF\�VPXJJOLQJ�LQYHVWLJDWLYH�HIIRUWV�NQRZQ�DV�2SHUDWLRQV
3RZHUSOD\�DQG�3UHVVXUH�3RLQW��7KHVH�WZR�QDWLRQDOO\�FRRUGLQDWHG�RSHUDWLRQV�IRFXVHG�RQ�LGHQWLI\LQJ�
DUUHVWLQJ��DQG�SURVHFXWLQJ�YLRODWRUV�LQYROYHG�ZLWK�WUDQVSRUWLQJ�SURFHHGV�RXW�RI�WKH�8QLWHG�6WDWHV��$V�D
UHVXOW�RI�WKHVH�WZR�RSHUDWLRQV��&XVWRPV�PDGH�����FXUUHQF\�VHL]XUHV�WRWDOLQJ�RYHU�������PLOOLRQ�
UHVXOWLQJ�LQ�����DUUHVWV��&XVWRPV�VSHFLDO�DJHQWV�DQG�LQVSHFWRUV�LQWHQVL ILHG�WKHLU�RXWERXQG�HQIRUFHPHQW
RSHUDWLRQV�E\�WDUJHWLQJ�DLU��VHD��DQG�ODQG�SDVVHQJHUV��DLU�FDUJR��VHD�FDUJR��FRXULHU�KXEV��FRXULHU�EDJV�
LQERXQG�PDLO�IDFLOLWLHV��DQG�ODQG�ERUGHUV�LQ�VHDUFK�RI�XQUHSRUWHG�FXUUHQF\�LQ�YLRODWLRQ�RI�IHGHUDO�ODZ�

&XVWRPV�RIILFHUV�LGHQWLILHG�DQG�VHL]HG�EXON�FDVK�VKLSPHQWV�FRQFHDOHG�LQ�DXWRPRELOHV��WUDLOHUV��ELF\FOH
WLUHV��IRRG�SURGXFWV��VWHUHR�HTXLSPHQW��LQWHUQDO�ERG\�FDUULHUV��FORWKLQJ��VKRHV��OXJJDJH��DQG�H[SUHVV
FRXULHU�SDUFHOV��7R�DVVLVW�LQ�WKHLU�RXWERXQG�HQIRUFHPHQW�HIIRUWV��&XVWRPV�XVHG�FDQLQHV�VSHFLDOO\
WUDLQHG�WR�VQLII�RXW�FDVK�DV�ZHOO�DV�[�UD\�WHFKQRORJ\�WR�VFDQ�ODUJH�SLHFHV�RI�FDUJR�DQG�FRQWDLQHUV�

&XVWRPV�GHWHUPLQHG�WKDW����SHUFHQW�RI�WKH�VHL]XUHV�RFFXUUHG�DW�DLUSRUWV�����SHUFHQW�DW�ODQG�ERUGHUV����
SHUFHQW�IURP�FRXULHUV�����SHUFHQW�DV�UHVXOW�RI�LQYHVWLJDWLRQV��DQG���SHUFHQW�IURP�VHDSRUWV��0RUH�WKDQ
KDOI�RI�DOO�WKH�VHL]HG�FDVK�ZDV�GHVWLQHG�IRU�0H[LFR��WKH�'RPLQLFDQ�5HSXEOLF��,VUDHO��&RORPELD�
*XDWHPDOD��DQG�-DPDLFD�

2SHUDWLRQ�6RXWKZHVW�([SUHVV

,Q�$XJXVW�������WKH�)%,�LQLWLDWHG�D�QDWLRQZLGH�LQYHVWLJDWLRQ�FRGH�QDPHG��2SHUDWLRQ�6RXWKZHVW
([SUHVV��WDUJHWLQJ�WKH�6DQ�'LHJR�EDVHG�GUXJ�WUDIILFNLQJ�RUJDQL]DWLRQ�RI�2PDU�5RFKD�6RWR��5RFKD��
7KLV�PXOWL�MXULVGLFWLRQDO�PXOWL�GLYLVLRQDO�LQYHVWLJDWLRQ�ZDV�FDUULHG�RXW�LQ�FRQMXQFWLRQ�ZLWK�WKH�'UXJ
(QIRUFHPHQW�$GPLQLVWUDWLRQ��,QWHUQDO�5HYHQXH�6HUYLFH��,PPLJUDWLRQ�DQG�1DWXUDOL]DWLRQ�6HUYLFH��DQG
RWKHU�IHGHUDO��VWDWH�DQG�ORFDO�ODZ�HQIRUFHPHQW�DJHQFLHV�



'XULQJ�WKH�FRXUVH�RI�WKH�RSHUDWLRQ��LQYHVWLJDWLRQV�ZHUH�FRQGXFWHG�LQ�6DQ�'LHJR��&DOLIRUQLD��(O�3DVR�
7H[DV��+RXVWRQ��7H[DV��&OHYHODQG��2KLR��1DVKYLOOH��7HQQHVVHH��&KLFDJR��,OOLQRLV��%RVWRQ�
0DVVDFKXVHWWV��DQG�1HZ�<RUN�&LW\�DQG�8WLFD��1HZ�<RUN�

7KH�5RFKD�RUJDQL]DWLRQ�ZDV�EHOLHYHG�WR�EH�DVVRFLDWHG�ZLWK�WKH�VPXJJOLQJ�RI�WRQ�TXDQWLWLHV�RI�FRFDLQH
DQG�PDULMXDQD�WKURXJK�0H[LFR��ZLWK�GLVWULEXWLRQ�QHWZRUNV�WKURXJKRXW�WKH�8QLWHG�6WDWHV��,Q�SDUWLFXODU�
WKH�5RFKD�RUJDQL]DWLRQ�ZDV�EHOLHYHG�WR�KDYH�EHHQ�RQH�RI�WKH�WZHQW\�ODUJHVW�GUXJ�GLVWULEXWLRQ
RUJDQL]DWLRQV�LQ�WKH�8QLWHG�6WDWHV��7KH�5RFKD�RUJDQL]DWLRQ�DOVR�ODXQGHUHG�ODUJH�TXDQWLWLHV�RI�8�6�
FXUUHQF\�LQ�DQ�DWWHPSW�WR�GLVJXLVH�WKH�SURILWV�GHULYHG�IURP�WKHLU�LOOHJDO�DFWLYLWLHV��)XUWKHUPRUH��WKLV
JURXS�XWLOL]HG�DXWRPRELOHV��WUDFWRU�WUDLOHUV��DQG�UDLOZD\�V\VWHPV�WR�WUDQVSRUW�LOOHJDO�GUXJV�DQG�PRQH\�WR
DQG�IURP�PDMRU�$PHULFDQ�FLWLHV�VXFK�DV�+RXVWRQ��&KLFDJR��DQG�1HZ�<RUN�

:KHQ�2SHUDWLRQ�6RXWKZHVW�([SUHVV�ZDV�FRQFOXGHG�LQ�$XJXVW�������PRUH�WKDQ�����VXEMHFWV�ZHUH
LQGLFWHG�WKURXJKRXW�WKH�8QLWHG�6WDWHV��7KH�DUUHVWHG�LQGLYLGXDOV�IDFHG�FKDUJHV�LQFOXGLQJ�PRQH\
ODXQGHULQJ��GUXJ�GLVWULEXWLRQ��DQG�FRQVSLUDF\��'XULQJ�WKLV�LQYHVWLJDWLRQ��PRUH�WKDQ�������SRXQGV�RI
PDULMXDQD��������NLORJUDPV�RI�FRFDLQH��DQG����PLOOLRQ�ZHUH�VHL]HG��$GGLWLRQDOO\��WKH�PDMRULW\�RI�WKH
LQGLFWHG�VXEMHFWV�KDYH�HLWKHU�SOHG�JXLOW\�RU�EHHQ�FRQYLFWHG�E\�IHGHUDO�MXULHV�

5XVVLDQ�0RQH\�/DXQGHULQJ�2SHUDWLRQ

,Q�)HEUXDU\�������D�FRXSOH�SOHG�JXLOW\�LQ�D�0DQKDWWDQ�IHGHUDO�FRXUW�WR�D�YDULHW\�RI�FKDUJHV��LQFOXGLQJ
FRQVSLUDF\�WR�FRPPLW�PRQH\�ODXQGHULQJ��RSHUDWLQJ�DQ�XQODZIXO�EDQNLQJ�DQG�PRQH\�WUDQVPLWWLQJ
EXVLQHVV�DQG�DLGLQJ�DQG�DEHWWLQJ�5XVVLDQ�EDQNV�LQ�FRQGXFWLQJ�XQODZIXO�DQG�XQOLFHQVHG�EDQNLQJ
DFWLYLWLHV�LQ�WKH�8QLWHG�6WDWHV��$�ODUJH�QXPEHU�RI�5XVVLDQ�LQGLYLGXDOV�DQG�EXVLQHVVHV�XVHG�WKLV�LOOHJDO
EDQNLQJ�RSHUDWLRQ�WR�WUDQVIHU�DQG�UHFHLYH�PRQH\�LQ�YLRODWLRQ�RI�5XVVLDQ�FXUUHQF\�FRQWURO�OLPLWDWLRQV
DQG�WR�SURPRWH�D�YDULHW\�RI�VFKHPHV�WR�GHIUDXG�WKH�5XVVLDQ�JRYHUQPHQW�RI�FXVWRPV�GXWLHV�DQG�WD[HV�

7KLV�SDUWLFXODU�RSHUDWLRQ�ZDV�RULJLQDOO\�FHQWHUHG�XSRQ�D�FRPSDQ\�FDOOHG�%HQH[�,QWHUQDWLRQDO��,QF���LQ
)RUHVW�+LOOV��4XHHQV��%HQH[�ZDV�VPDOO��EXW�GHVSLWH�LWV�VL]H��LW�LQWHUVHFWHG�LQ�D�QXPEHU�RI�ZD\V�ZLWK�D
ZRUOG�ZLGH�PRQH\�ODXQGHULQJ�LQIUDVWUXFWXUH��%HQH[�KDG�DQ�DFFRXQW�DW�WKH�%DQN�RI�1HZ�<RUN�DQG
GXULQJ�RQH�HLJKWHHQ�PRQWK�SHULRG��LW�PRYHG�PRUH�WKDQ������ELOOLRQ�WKURXJK�WKH�DFFRXQW��XWLOL]LQJ�RYHU
������PRQWKO\�WUDQVDFWLRQV��7KH�KHDG�RI�WKLV�RSHUDWLRQ�ZDV�3HWHU�%HUOLQ��D�5XVVLDQ�ZKR�PDUULHG�D
8QLWHG�6WDWHV�FLWL]HQ�QDPHG�/XF\�(GZDUGV�

7KHLU�VFKHPH�EHJDQ�LQ�ODWH�������ZKHQ�%HUOLQ�DQG�KLV�ZLIH��ZKR�WKHQ�ZRUNHG�IRU�WKH�%DQN�RI�1HZ
<RUN�LQ�0DQKDWWDQ��HQWHUHG�LQWR�D�SDFW�ZLWK�FHUWDLQ�LQGLYLGXDOV�ZKR�FRQWUROOHG�WKH�5XVVLDQ�EDQN�'.%
�'HSR]LWDUQR�.OLULQJRY\�%DQN���%HUOLQ�RSHQHG�DQ�DFFRXQW�DW�WKH�%DQN�RI�1HZ�<RUN��DQG��ZLWK�KLV
ZLIH
V�KHOS��JDLQHG�DFFHVV�WR�HOHFWURQLF�EDQNLQJ�VRIWZDUH�DYDLODEOH�WR�FHUWDLQ�VHOHFW�FXVWRPHUV��:LWK
WKLV�VRIWZDUH�%HUOLQ�DQG�KLV�DVVRFLDWHV�ZHUH�DEOH�WR�GLUHFW�ZLUH�WUDQVIHUV�LQ�WKHLU�DFFRXQW�DW�WKH�%DQN�RI
1HZ�<RUN�

%\�HDUO\�������%HUOLQ�KDG�DFFHVV�WR�WKH�VRIWZDUH�DQG�KLV�ZLIH�LQVWDOOHG�LW�LQ�WKH�)RUHVW�+LOOV�RIILFHV�
7KRVH�RIILFHV�VHUYHG�'.%��8VLQJ�VHYHUDO�5XVVLDQ�FRUUHVSRQGHQW�EDQN�DFFRXQWV�RSHQHG�DW�WKH�%DQN�RI
1HZ�<RUN��'.%�WUDQVIHUUHG�IXQGV�LQWR�WKH�%HQH[�DFFRXQW�LQ�EXON�DPRXQWV�RQ�D�FRQWLQXRXV�EDVLV�
'.%�WKHQ�LVVXHG�GDLO\�LQVWUXFWLRQV�IURP�LWV�RIILFHV�LQ�0RVFRZ�WR�WKH�HPSOR\HHV�LQ�WKH�%HQH[�RIILFHV�WR
WUDQVIHU�IXQGV�RXW�RI�WKH�%HQH[�DFFRXQW��XVLQJ�WKH�VRIWZDUH��WR�D�ODUJH�QXPEHU�RI�WKLUG�SDUWLHV�DURXQG
WKH�ZRUOG�

%\�WKH�IDOO�RI�������%HUOLQ�DQG�(GZDUGV�KDG�HVWDEOLVKHG�WZR�DGGLWLRQDO�FRUSRUDWLRQV��%(&6
,QWHUQDWLRQDO�/�/�&��DQG�/RZODQG�,QF���WR�PRYH�PRQH\��%HQH[��%(&6�DQG�/RZODQG�ZHUH�QRW�OLFHQVHG
WR�DFW�DV�PRQH\�WUDQVPLWWLQJ�EXVLQHVVHV�QRU�ZHUH�WKH\�DXWKRUL]HG�WR�FRQGXFW�EDQNLQJ�RSHUDWLRQV�LQ�WKH
8QLWHG�6WDWHV�RQ�EHKDOI�RI�IRUHLJQ�EDQNV��EXW�RIIHUHG�D�EDFN�FKDQQHO�PHWKRG�RI�VHFUHWO\�DQG�LOOHJDOO\
WUDQVIHUULQJ�IXQGV�LQ�DQG�RXW�RI�5XVVLD�

8OWLPDWHO\��PRUH�WKDQ����ELOOLRQ�PRYHG�WKURXJK�WKH�%DQN�RI�1HZ�<RUN�DFFRXQWV�RI�%HQH[��%(&6�DQG
/RZODQG�IURP�)HEUXDU\������WR�$XJXVW�������'XULQJ�WKLV�WLPH��%HUOLQ�DQG�(GZDUGV�UHFHLYHG�D�WRWDO�RI
DSSUR[LPDWHO\������PLOOLRQ�LQ�FRPPLVVLRQV��PXFK�RI�ZKLFK�WKH\�ODXQGHUHG�DQG�IXQQHOHG�LQWR�IRUHLJQ
EDQN�DFFRXQWV��,Q�H[FHVV�RI�����PLOOLRQ�KDV�EHHQ�VHL]HG�E\�DXWKRULWLHV�DQG�OLWLJDWLRQ�FRQWLQXHV��7KH
FDVH�LV�RQJRLQJ�DQG�PDQ\�PDWWHUV�UHPDLQ�WR�EH�DGMXGLFDWHG�

6HUJLR�5XEDOFDYD�6DQGRYDO�'UXJ�7UDIILFNLQJ�2UJDQL]DWLRQ

7KLV�LQYHVWLJDWLRQ�RULJLQDWHG�LQ�$XJXVW������DV�SDUW�RI�WKH�)%,�XQGHUFRYHU�RSHUDWLRQ�HQWLWOHG
�&URVVZLUH���6HUJLR�5XEDOFDYD�6DQGRYDO�ZDV�LGHQWLILHG�DV�D�ODUJH�VFDOH�GUXJ�WUDIILFNHU�DQG�IRUPHU�%DMD
&DOLIRUQLD�6WDWH�-XGLFLDO�3ROLFH�RIILFHU�ZLWK�FORVH�WLHV�WR�,VPDHO�+LJXHUD�*XHUUHUR��D�FRPPDQG�DQG



FRQWURO�ILJXUH�RI�WKH�$UHOODQR�)HOL[�'UXJ�&DUWHO�

7KURXJK�YDULRXV�LQYHVWLJDWLYH�PHWKRGV��DJHQWV�GHWHUPLQHG�WKDW�6DQGRYDO��KLV�ZLIH��DQG�VHYHUDO�RI�KLV
DVVRFLDWHV�LQ�WKH�8QLWHG�6WDWHV�SXUFKDVHG�ODQG��KRXVHV��ERDWV�DQG�KHOLFRSWHUV�DV�D�PHDQV�WR�ODXQGHU
GUXJ�SURFHHGV�JHQHUDWHG�E\�WKH�RUJDQL]DWLRQ��7KH�)%,�REWDLQHG�D�IHGHUDO�LQGLFWPHQW�IRU�6DQGRYDO�DQG
ILIWHHQ�RI�KLV�DVVRFLDWHV��FKDUJLQJ�HDFK�ZLWK�VHYHUDO �FRXQWV�LQFOXGLQJ�GUXJ�WUDIILFNLQJ�DQG�PRQH\
ODXQGHULQJ�

2Q�0DUFK�����������6DQGRYDO�DQG�KLV�ZLIH�SOHG�JXLOW\�WR�GUXJ�WUDIILFNLQJ�DQG�PRQH\�ODXQGHULQJ
FKDUJHV�EULQJLQJ�WKH�WRWDO�RI�VXEMHFWV�FRQYLFWHG�LQ�WKH�FDVH�WR�WKLUWHHQ��7KH�)%,�GRFXPHQWHG�RYHU����
PLOOLRQ�LQ�ODXQGHUHG�SURFHHGV�DQG�VHL]HG�RYHU����PLOOLRQ�LQ�DVVHWV�

7HUURULVW�)LQDQFLQJ�2SHUDWLRQ

,Q�������WHUURULVWV�ODXQFKHG�����DWWDFNV��NLOOLQJ�����SHRSOH�DQG�ZRXQGLQJ�����RWKHUV�ZRUOGZLGH����
0DQ\�RI�WKH�WHUURULVW�RUJDQL]DWLRQV�UHVSRQVLEOH�IRU�WKHVH�DFWV�DUH�EHOLHYHG�WR�KDYH�ILQDQFLDO�VXSSRUW
LQIUDVWUXFWXUHV�LQ�WKH�8QLWHG�6WDWHV�DQG�LQ�PDQ\�RWKHU�GHYHORSHG�FRXQWULHV��/HJLVODWLRQ�HQDFWHG�LQ
�����HQDEOHV�XV�WR�EHWWHU�GHWHFW��GHWHU�DQG�SXQLVK�WKRVH�ZKR�ILQDQFH�WHUURULVP��8QLWHG�6WDWHV�ODZ
HQIRUFHPHQW�DXWKRULWLHV�DUH�QRZ�DJJUHVVLYHO\�XVLQJ�WKH�QHZHVW �WRROV�DYDLODEOH�LQ�WKH�ILJKW�DJDLQVW
WHUURULVW�ILQDQFLQJ��LQFOXGLQJ�ODZV�WKDW�PDNH�LW�D�FULPH�WR�NQRZLQJO\�SURYLGH�PDWHULDO�VXSSRUW�RU
UHVRXUFHV�WR�D�GHVLJQDWHG�IRUHLJQ�WHUURULVW�RUJDQL]DWLRQ�

����3DWWHUQV�RI�*OREDO�7HUURULVP²������8QLWHG�6WDWHV�'HSDUWPHQW�RI�6WDWH�3XEOLFDWLRQ��������$SULO������

$�ZLGH�UDQJLQJ�MRLQW�)%,�DQG�'HSDUWPHQW�RI�7UHDVXU\�LQYHVWLJDWLRQ�LQWR�LQWHUVWDWH�FLJDUHWWH�VPXJJOLQJ�
LQYROYLQJ�D�VXVSHFWHG�+L]EDOODK�WHUURULVW�FHOO�RSHUDWLQJ�LQ�&KDUORWWH��1RUWK�&DUROLQD��OHG�WR�WKH�-XO\����
�����DUUHVW�E\�8�6��DXWKRULWLHV�RI����LQGLYLGXDOV��7HQ�GD\V�ODWHU�D�IHGHUDO�JUDQG�MXU\�LQ�1RUWK�&DUROLQD
LQGLFWHG�WKHVH�LQGLYLGXDOV��LQFOXGLQJ�VHYHQ�VXVSHFWHG�+L]EDOODK�VXSSRUWHUV��IRU�LPPLJUDWLRQ�IUDXG�DQG
UHODWHG�EULEHU\�DQG�FRQVSLUDFLHV��FRQVSLULQJ�WR�VPXJJOH�FRQWUDEDQG�FLJDUHWWHV��DQG�FRQVSLULQJ�WR
ODXQGHU�PRQH\��0DQ\�RI�WKH�GHIHQGDQWV�FRQWLQXH�WR�EH�GHWDLQHG�SULRU�WR�WULDO��ZKLOH�WKH�LQYHVWLJDWLRQ
FRQWLQXHV�

$W�OHDVW�VHYHQ�RI�WKH�GHIHQGDQWV�DUH�VXVSHFWHG�PHPEHUV�RI��RU�V\PSDWKHWLF�WR�+L]EDOODK��D�IRUHLJQ
WHUURULVW�RUJDQL]DWLRQ�GHVLJQDWHG�DV�VXFK�XQGHU�8�6��ODZ�LQ������DQG�DJDLQ�LQ�������7KHVH�VHYHQ
GHIHQGDQWV�DSSHDU�WR�EH�SURYLGLQJ�PDWHULDO�VXSSRUW�RU�UHVRXUFHV�WR�+L]EDOODK�LQ�YLRODWLRQ�RI�8�6��ODZ�

7KH�LQGLFWPHQW�DOOHJHV�WKDW�VHYHQ�RI�WKH�LQGLFWHG�GHIHQGDQWV�HQWHUHG�LQWR�IUDXGXOHQW�PDUULDJHV�ZLWK
8QLWHG�6WDWHV�FLWL]HQV�LQ�RUGHU�WR�REWDLQ�SHUPDQHQW�UHVLGHQW�VWDWXV��ZKLFK�ZRXOG�SHUPLW�WKHP�WR
UHPDLQ�LQGHILQLWHO\�LQ�WKH�8QLWHG�6WDWHV��+DYLQJ�DUUDQJHG�IRU�SUHVHQFH�LQ�WKH�8QLWHG�6WDWHV�EHWZHHQ
0DUFK������DQG�-XO\�������VHYHUDO�RI�WKH�GHIHQGDQWV�VPXJJOHG�ODUJH�TXDQWLWLHV�RI�FRQWUDEDQG
FLJDUHWWHV��SXUFKDVLQJ�WKHP�LQ�1RUWK�&DUROLQD��ZKHUH�WKH�VWDWH�FLJDUHWWH�WD[�LV�������SHU�FDUWRQ��DQG
LOOLFLWO\�WUDQVSRUWLQJ�WKHP�WR�0LFKLJDQ�IRU�UHVDOH��ZKHUH�WKH�VWDWH�FLJDUHWWH�WD[�LV�������SHU�FDUWRQ�
'XULQJ�WKH�VDPH�SHULRG��WKHVH�GHIHQGDQWV�ODXQGHUHG�WKH�IXQGV�LQYROYHG�LQ�DQG�GHULYHG�IURP�WKH
FRQVSLUDF\�WKURXJK�YDULRXV�EDQN�DQG�FUHGLW�FDUG�DFFRXQWV�

7KH�GHIHQGDQWV�DUH�HDFK�IDFLQJ�VXEVWDQWLDO�SHULRGV�RI�LQFDUFHUDWLRQ��FULPLQDO�ILQHV�DQG�DVVHW�IRUIHLWXUH�
$PRQJ�WKH�DVVHWV�WKDW�PD\�EH�VXEMHFW�WR�IRUIHLWXUH�DUH�WZR�UHVLGHQFHV��D�%3�VHUYLFH�VWDWLRQ��DQ
XQGHWHUPLQHG�DPRXQW�RI�8�6��FXUUHQF\��ILYH�ODWH�PRGHO�YHKLFOHV�DQG����EDQN�DFFRXQWV��$W�WKH�UHTXHVW
RI�WKH�GHIHQVH��WKH�WULDO�ZLOO�OLNHO\�EH�FRQWLQXHG�WR�$SULO������

%LODWHUDO�$FWLYLWLHV

7UDLQLQJ�DQG�7HFKQLFDO�$VVLVWDQFH

'XULQJ�������D�QXPEHU�RI�8�6��ODZ�HQIRUFHPHQW�DQG�UHJXODWRU\�DJHQFLHV�SURYLGHG�WUDLQLQJ�DQG
WHFKQLFDO�DVVLVWDQFH�RQ�PRQH\�ODXQGHULQJ�FRXQWHUPHDVXUHV�DQG�ILQDQFLDO�LQYHVWLJDWLRQV�WR�WKHLU�ODZ
HQIRUFHPHQW��ILQDQFLDO�UHJXODWRU\��DQG�SURVHFXWRULDO�FRXQWHUSDUWV�DURXQG�WKH�JOREH��7KHVH�FRXUVHV�KDYH
EHHQ�GHVLJQHG�WR�JLYH�ILQDQFLDO�LQYHVWLJDWRUV��EDQN�UHJXODWRUV��DQG�SURVHFXWRUV�WKH�QHFHVVDU\�WRROV�WR
UHFRJQL]H��LQYHVWLJDWH��DQG�SURVHFXWH�PRQH\�O DXQGHULQJ��ILQDQFLDO�FULPHV��DQG�UHODWHG�FULPLQDO�DFWLYLW\�
&RXUVHV�KDYH�EHHQ�SURYLGHG�LQ�WKH�8�6��DV�ZHOO�DV�LQ�WKH�MXULVGLFWLRQV�ZKHUH�WKH�SURJUDPV�DUH�WDUJHWHG�

'HSDUWPHQW�RI�6WDWH

7KH�'HSDUWPHQW�RI�6WDWH
V�%XUHDX�RI�,QWHUQDWLRQDO�1DUFRWLFV�DQG�/DZ�(QIRUFHPHQW�$IIDLUV��,1/�
GHYHORSHG�D�ILVFDO�\HDU�����������PLOOLRQ�SURJUDP�IRU�SURYLGLQJ�ODZ�HQIRUFHPHQW��SURVHFXWRULDO�DQG



FHQWUDO�EDQN�WUDLQLQJ�WR�FRXQWULHV�DURXQG�WKH�JOREH��$�SULPH�IRFXV�RI�WKH�WUDLQLQJ�SURJUDP�ZDV�D�PXOWL�
DJHQF\�DSSURDFK�WR�GHYHORS�RU�HQKDQFH�ILQDQFLDO�FULPH�DQG�DQWL�PRQH\�ODXQGHULQJ�UHJLPHV�LQ�VHOHFWHG
MXULVGLFWLRQV��6XSSRUWHG�E\�DQG�LQ�FRRUGLQDWLRQ�ZLWK�,1/��WKH�'HSDUWPHQW�RI�-XVWLFH��7UHDVXU\
'HSDUWPHQW�FRPSRQHQW�DJHQFLHV��WKH�2IILFH�RI�WKH�&RPSWUROOHU�RI�WKH�&XUUHQF\��WKH�%RDUG�RI
*RYHUQRUV�RI�WKH�)HGHUDO�5HVHUYH��DQG�QRQ�JRYHUQPHQW�RUJDQL]DWLRQV�RIIHUHG�ODZ�HQIRUFHPHQW�
UHJXODWRU\�DQG�FULPLQDO�MXVWLFH�SURJUDPV�ZRUOGZLGH�

'XULQJ�������,1/�IXQGHG�RYHU����SURJUDPV�WR�FRPEDW�LQWHUQDWLRQDO�ILQDQFLDO�FULPHV�DQG�PRQH\
ODXQGHULQJ�LQ����FRXQWULHV��1HDUO\�HYHU\�IHGHUDO�ODZ�HQIRUFHPHQW�DJHQF\�DVVLVWHG�LQ�WKLV�HIIRUW�E\
SURYLGLQJ�EDVLF�DQG�DGYDQFHG�WUDLQLQJ�FRXUVHV�LQ�DOO�DVSHFWV�RI�ILQDQFLDO�FULPLQDO�DFWLYLW\��,Q�DGGLWLRQ�
IXQGV�ZHUH�PDGH�DYDLODEOH�IRU�LQWHUPLWWHQW�SRVWLQJ�RI�ILQDQFLDO�DGYLVRUV�DW�VHOHFWHG�RYHUVHDV�ORFDWLRQV�
7KH�DGYLVRUV�ZRUN�GLUHFWO\�ZLWK�WKH�KRVW�JRYHUQPHQW�WR�DVVLVW�LQ�WKH�FUHDWLRQ��LPSOHPHQWDWLRQ��DQG
HQIRUFHPHQW�RI�DQWL�PRQH\�ODXQGHULQJ�DQG�ILQDQFLDO�FULPH�OHJLVODWLRQ��)XUWKHU��VHYHUDO�IHGHUDO�DJHQFLHV
ZHUH�SURYLGHG�IXQGLQJ�WR�FRQGXFW�PXOWLDJHQF\�ILQDQFLDO�FULPH�WUDLQLQJ�DVVHVVPHQWV�DQG�GHYHORS
VSHFLDOL]HG�WUDLQLQJ�LQ�VSHFLILF�MXULVGLFWLRQV�ZRUOGZLGH�WR�FRPEDW�PRQH\�ODXQGHULQJ�

,Q�DGGLWLRQ�WR�IXQGLQJ�VSHFLILF�WUDLQLQJ�DQG�WHFKQLFDO�DVVLVWDQFH�DQWL�PRQH\�ODXQGHULQJ�FRXUVHV�DURXQG
WKH�JOREH��,1/�SURYLGHG�IXQGLQJ�IRU�RWKHU�LPSRUWDQW�DQWL�PRQH\�ODXQGHULQJ�SURMHFWV�LQ�������)RU
H[DPSOH��IXQGLQJ�DVVLVWDQFH�ZDV�SURYLGHG�IRU�WKH�2FWREHU�3DFLILF�5LP�0RQH\�/DXQGHULQJ�DQG
)LQDQFLDO�&ULPHV�&RQIHUHQFH�KHOG�LQ�9DQFRXYHU��&DQDGD�

$OVR��,1/�FRQWLQXHV�WR�IXQG�WKH�&DULEEHDQ�$QWL�0RQH\�/DXQGHULQJ�3URJUDPPH��&$/3��DORQJ�ZLWK
IXQGLQJ�IURP�WKH�(XURSHDQ�8QLRQ�DQG�WKH�*RYHUQPHQW�RI�WKH�8QLWHG�.LQJGRP��7KH�REMHFWLYHV�RI
&$/3�DUH�WR�UHGXFH�WKH�LQFLGHQFH�RI�WKH�ODXQGHULQJ�RI�WKH�SURFHHGV�RI�DOO�VHULRXV�FULPH�E\�IDFLOLWDWLQJ
WKH�SUHYHQWLRQ��LQYHVWLJDWLRQ��DQG�SURVHFXWLRQ�RI�PRQH\�ODXQGHULQJ��&$/3�DOVR�VHHNV�WR�GHYHORS�D
VXVWDLQDEOH�LQVWLWXWLRQDO�FDSDFLW\�LQ�WKH�&DULEEHDQ�UHJLRQ�WR�DGGUHVV�WKH�LVVXHV�UHODWHG�WR�DQWL�PRQH\
ODXQGHULQJ�HIIRUWV�DW�D�ORFDO��UHJLRQDO�DQG�LQWHUQDWLRQDO�OHYHO�

,1/�FRQWLQXHV�WR�SURYLGH�VLJQLILFDQW�ILQDQFLDO�VXSSRUW�IRU�PDQ\�RI�WKH�DQWL�PRQH\�ODXQGHULQJ�ERGLHV
DURXQG�WKH�JOREH��'XULQJ�������VXSSRUW�ZDV�IXUQLVKHG�WR�WKH�$VLD�3DFLILF�*URXS�RQ�0RQH\
/DXQGHULQJ��&)$7)��&2(��DQG�WKH�)$7)��,Q�������DGGLWLRQDO�VXSSRUW�ZDV�SURYLGHG�WR�WKH�$3*�DQG
&2(�WR�FRQGXFW�PXWXDO�HYDOXDWLRQ�WUDLQLQJ�SURJUDPV�IRU�WKHLU�PHPEHUV�

$V�LQ�SUHYLRXV�\HDUV��,1/�WUDLQLQJ�SURJUDPV�FRQWLQXH�WR�IRFXV�RQ�WKH�LQWHUDJHQF\�DSSURDFK�DQG
EULQJLQJ�WRJHWKHU��ZKHUH�SRVVLEOH��IRUHLJQ�ODZ�HQIRUFHPHQW��MXGLFLDO�DQG�FHQWUDO�EDQN�DXWKRULWLHV�LQ
DVVHVVPHQWV�DQG�WUDLQLQJ�SURJUDPV��7KLV�DOORZV�IRU�DQ�H[WHQVLYH�GLDORJXH�DQG�H[FKDQJH�RI�LQIRUPDWLRQ�
7KLV�DSSURDFK�KDV�EHHQ�XVHG�VXFFHVVIXOO\�LQ�$VLD��&HQWUDO�DQG�6RXWK�$PHULFD��5XVVLD��WKH�1HZ
,QGHSHQGHQW�6WDWHV��1,6��RI�WKH�IRUPHU�6RYLHW�8QLRQ��DQG�&HQWUDO�(XURSH��,1/�DOVR�SURYLGHV�IXQGLQJ
IRU�PDQ\�RI�WKH�UHJLRQDO�WUDLQLQJ�DQG�WHFKQLFDO�DVVLVWDQFH�SURJUDPV�RIIHUHG�E\�WKH�YDULRXV�ODZ
HQIRUFHPHQW�DJHQFLHV��LQFOXGLQJ�WKRVH�DW�WKH�,QWHUQDWLRQDO�/DZ�(QIRUFHPHQW�$FDGHPLHV��,/($V��

7KH�IROORZLQJ�VXPPDU\�SURYLGHV�D�JOLPSVH�RI�WUDLQLQJ�DFWLYLWLHV�XQGHUWDNHQ�LQ������E\�8�6��ODZ
HQIRUFHPHQW�DJHQFLHV�

%RDUG�RI�*RYHUQRUV�RI�WKH�)HGHUDO�5HVHUYH�6\VWHP

7KH�)HGHUDO�5HVHUYH�KDV�D�ORQJ�VWDQGLQJ�FRPPLWPHQW�WR�FRPEDWLQJ�PRQH\�ODXQGHULQJ�DQG�HQVXULQJ
FRPSOLDQFH�ZLWK�WKH�%DQN�6HFUHF\�$FW�DQG�UHODWHG�VXVSLFLRXV�DFWLYLW\�UHSRUWLQJ�UHTXLUHPHQWV�E\�WKH
GRPHVWLF�DQG�IRUHLJQ�EDQNLQJ�RUJDQL]DWLRQV�WKDW�LW�VXSHUYLVHV��)HGHUDO�5HVHUYH�VWDII�KDV�SURYLGHG
WUDLQLQJ�LQ�DQWL�PRQH\�ODXQGHULQJ�SURFHGXUHV�WR�IRUHLJQ�ODZ�HQIRUFHPHQW�RIILFLDOV�DQG�FHQWUDO�EDQN
VXSHUYLVRU\�SHUVRQQHO�LQ�GR]HQV�RI�MXULVGLFWLRQV�HDFK�\HDU��6RPH�H[DPSOHV�LQFOXGH��$UJHQWLQD��%UD]LO�
&KLOH��&]HFK�5HSXEOLF��(FXDGRU��3RODQG��5XVVLD��6RXWK�3DFLILF�MXULVGLFWLRQV��8QLWHG�$UDE�(PLUDWHV�DQG
8UXJXD\��,Q�DGGLWLRQ��WUDLQLQJ�KDV�EHHQ�SURYLGHG�E\�)HGHUDO�5HVHUYH�VWDII�WR�8�6��ODZ�HQIRUFHPHQW
DJHQFLHV�LQFOXGLQJ�SURJUDPV�DW�WKH�8�6��'HSDUWPHQW�RI�WKH�7UHDVXU\
V�)HGHUDO�/DZ�(QIRUFHPHQW
7UDLQLQJ�&HQWHU�DQG�DW�WKH�)%,�$FDGHP\��DV�ZHOO�DV�UHJXODU�DQG�IUHTXHQW�WUDLQLQJ�IRU�WKH�8�6��'UXJ
(QIRUFHPHQW�$GPLQLVWUDWLRQ��8�6��6HFUHW�6HUYLFH�DQG�WKH�8�6��&XVWRPV�6HUYLFH�

'UXJ�(QIRUFHPHQW�$GPLQLVWUDWLRQ��'($�

,QWHUQDWLRQDO�$VVHW�)RUIHLWXUH�DQG�0RQH\�/DXQGHULQJ�6HPLQDUV�DUH�D�SDUW�RI�WKH�8�6��'HSDUWPHQW�RI
-XVWLFH�$VVHW�)RUIHLWXUH�3URJUDP�FRQGXFWHG�E\�WKH�'UXJ�(QIRUFHPHQW�$GPLQLVWUDWLRQ
V�2IILFH�RI
7UDLQLQJ��,QWHUQDWLRQDO�7UDLQLQJ�6HFWLRQ��7KH�LQWHQW�RI�WKHVH�VHPLQDUV�LV�WR�VKDUH��FRPSDUH��DQG
FRQWUDVW�8�6��OHJLVODWLRQ�ZLWK�WKDW�RI�RWKHU�FRXQWULHV��EXLOGLQJ�UHODWLRQVKLSV�DQG�IRVWHULQJ
FRPPXQLFDWLRQV�ZLWK�IRUHLJQ�QDUFRWLFV�HQIRUFHPHQW�DQG�SURVHFXWRULDO�SHUVRQQHO��2Q�DYHUDJH��WKH
\HDUO\�EXGJHW�DOORWWHG�LV����������WR�FRPSOHWH�ILYH�VHPLQDUV��(DFK�VHPLQDU�SURYLGHV�LQVWUXFWLRQ�WR���



WR����KLJK�OHYHO�IRUHLJQ�GUXJ�ODZ�HQIRUFHPHQW�DQG�PRQH\�ODXQGHULQJ�VSHFLDOLVWV�

'($
V�SULPDU\�IRFXV�IRU�LWV�WUDLQLQJ�FRXUVHV�LQFOXGHV�VSHFLDOL]HG�WUDLQLQJ�IRU�IRUHLJQ�FHQWUDO�EDQN
UHJXODWRUV��SROLFH�DQG�FXVWRPV�RIILFLDOV��DQG�SURVHFXWRUV��&RXUVH�PDWHULDOV�LQFOXGH�WUDLQLQJ�LQ�8�6��DVVHW
IRUIHLWXUH�ODZV��DVVHW�DQG�ILQDQFLDO�JDWKHULQJ�WHFKQLTXHV��ILQDQFLDO�LQYHVWLJDWLRQ�WHFKQLTXHV��FDVH
VWXGLHV��GRFXPHQW �H[SORLWDWLRQ��DQG�LQWHUQDWLRQDO�EDQNLQJ�

7UDLQLQJ�LV�GHVLJQHG�IRU�RQH�ZHHN�VHPLQDUV�LQYROYLQJ�OHFWXUHV��SUHVHQWDWLRQV��FDVH�VWXGLHV��DQG
SUDFWLFDO�DSSOLFDWLRQ�H[HUFLVHV��*XHVW�OHFWXUHUV�IURP�YDULRXV�DUHDV�RI�WKH�8�6��*RYHUQPHQW�SDUWLFLSDWH�
LQFOXGLQJ�IURP�WKH�'HSDUWPHQW�RI�-XVWLFH��WKH�8�6��&XVWRPV�6HUYLFH��WKH�8�6��0DUVKDO�6HUYLFH��%RDUG
RI�*RYHUQRUV�RI�WKH�)HGHUDO�5HVHUYH�DV�ZHOO�DV�IURP�YDULRXV�GLYLVLRQDO�RIILFHV�RI�'($�

7KLV�WUDLQLQJ�LV�IRFXVHG�RQ�FXOWXUHV�ZLWK�HFRQRPLF�V\VWHPV�GHYHORSHG�HQRXJK�WR�DFFRPPRGDWH�PRQH\
ODXQGHULQJ�DFWLYLWLHV��$OO�VHPLQDUV�DUH�FRQGXFWHG�LQ�WKH�KRVW�FRXQWU\��'XULQJ�������VHPLQDUV�ZHUH
FRQGXFWHG�LQ�WKH�IROORZLQJ�ORFDWLRQV��+XQJDU\��3DQDPD��3HUX��6LQJDSRUH��6RXWK�$IULFD�DQG�6SDLQ��,Q
DGGLWLRQ��'($�FRQGXFWHG�D�PRQH\�ODXQGHULQJ�WUDLQLQJ�VHVVLRQ�LQ�%UDVLOLD��%UD]LO��ZKLFK�ZDV�IXQGHG�E\
WKH�'HSDUWPHQW�RI�6WDWH�

)HGHUDO�%XUHDX�RI�,QYHVWLJDWLRQ��)%,�

7KH�)%,�0RQH\�/DXQGHULQJ�8QLW�FRQGXFWV�WUDLQLQJ�ZLWK�WKH�JRDO�RI�SURYLGLQJ�LQWHUQDWLRQDO�ODZ
HQIRUFHPHQW�ZLWK�WKH�DELOLW\�WR�DGHTXDWHO\�LQYHVWLJDWH�YDULRXV�PHWKRGV�RI�PRQH\�ODXQGHULQJ��7KH
WUDLQLQJ�HPSKDVL]HV�WKH�WHFKQLTXHV�WKDW�PRQH\�ODXQGHUHUV�XVH�WR�FRQFHDO�RU�GLVJXLVH�WKH�WUXH�QDWXUH�RI
LOOLFLW�FDVK�SURFHHGV�DQG�SURYLGHV�ODZ�HQIRUFHPHQW�ZLWK�WKH�DELOLW\�WR�WUDFH�WKH�ORFDWLRQ��VRXUFH��RU
RZQHUVKLS�RI�WKHVH�SURFHHGV�

7KH�)%,�KDV�HLWKHU�H[FOXVLYH�RU�FRQFXUUHQW�MXULVGLFWLRQ�RYHU�����RI�WKH������6SHFLILHG�8QODZIXO
$FWLYLWLHV���68$V��XQGHU�WKH�8QLWHG�6WDWHV�PRQH\�ODXQGHULQJ�VWDWXWHV��7KLV�H[SDQVLYH�MXULVGLFWLRQ�KDV
DOORZHG�WKH�)%,�WR�JDLQ�H[WHQVLYH�H[SHULHQFH�LQ�XQFRQYHQWLRQDO�PRQH\�ODXQGHULQJ�PHWKRGRORJLHV
DVVRFLDWHG�ZLWK�YDULRXV�68$V�LQ�DUHDV�VXFK�DV�RUJDQL]HG�FULPH��GUXJV��YLROHQW�FULPH��DQG�ZKLWH�FROODU
FULPH��7KLV�H[SHULHQFH�SODFHV�WKH�)%,�LQ�D�XQLTXH�SRVLWLRQ�WR�SURYLGH�H[SHUW�WUDLQLQJ�LQ�WUDGLWLRQDO�DQG
QRQ�WUDGLWLRQDO�PRQH\�ODXQGHULQJ�LQYHVWLJDWLRQV�DFURVV�D�EURDG�VSHFWUXP�RI�68$V�

7KH�)%,�KDV�DOVR�SURYLGHG�H[SHUWV�IRU�DGYDQFHG�WUDLQLQJ�LQ�DUHDV�RI�WUDGLWLRQDO�DQG�HPHUJLQJ
WHFKQRORJLHV�VXFK�DV�GLJLWDO�FDVK��VPDUW �FDUGV��,QWHUQHW�EDQNLQJ��WKH�%ODFN�0DUNHW�3HVR�([FKDQJH��DQG
EXON�FDVK�VKLSPHQWV��)XUWKHU��WKH�)%,�SURYLGHV�WHFKQLFDO�DVVLVWDQFH�IRU�WKH�QHZ�WRROV�WKDW�ODZ
HQIRUFHPHQW�DUH�XVLQJ�WR�LQYHVWLJDWH�PRQH\�ODXQGHULQJ�DFWLYLWLHV�VXFK�DV�JHRJUDSKLF�WDUJHWLQJ�RUGHUV�
WKH�,QWHUQDWLRQDO�(PHUJHQF\�(FRQRPLF�3RZHUV�$FW��DQG�6XVSLFLRXV�$FWLYLW\�5HSRUW�7DVN�)RUFHV�

7KH�)%,�SURYLGHV�WUDLQLQJ�LQGHSHQGHQWO\�DQG�LQ�FRQMXQFWLRQ�ZLWK�RWKHU�IHGHUDO��VWDWH��DQG�ORFDO
DJHQFLHV�ZLWKLQ�WKH�8QLWHG�6WDWHV�DQG�LQWHUQDWLRQDOO\��7KH�)%,
V�PRQH\�ODXQGHULQJ�XQLW�KDV�ZRUNHG
ZLWK�WKH�8QLWHG�1DWLRQV�LQ�FRQIHUHQFHV�WR�SURYLGH�D�8QLWHG�6WDWHV�SHUVSHFWLYH�RQ�VXFFHVVIXO�WDFWLFV
XVHG�WR�GLVUXSW�DQG�GLVPDQWOH�PRQH\�ODXQGHULQJ�LQGXVWULHV�DQG�IDFLOLWLHV��2Q�RWKHU�RFFDVLRQV��WKH�)%,
KDV�SURYLGHG�LQGHSHQGHQW�PRQH\�ODXQGHULQJ�WUDLQLQJ�DQG�EULHILQJV�DW�WKH�)%,�$FDGHP\�LQ�4XDQWLFR�
9LUJLQLD�DQG�DW�)%,�KHDGTXDUWHUV�LQ�:DVKLQJWRQ��'�&�

'XULQJ�������WKH�)%,�SDUWLFLSDWHG�LQ�PRQH\�ODXQGHULQJ�DQG�ILQDQFLDO�FULPHV�WUDLQLQJ�FRXUVHV�LQ�
&KLVLQDX��0ROGRYD��,VODPDEDG��3DNLVWDQ��3DQDPD�&LW\��3DQDPD��:DUVDZ��3RODQG��9ROJRJUDG��5XVVLD�
,UNXWVN��5XVVLD��%UDWLVODYD��6ORYDNLD��.LHY��8NUDLQH��DQG�+DQRL��9LHWQDP�

)LQDQFLDO�&ULPHV�(QIRUFHPHQW�1HWZRUN

)LQ&(1��WKH�8�6��ILQDQFLDO�LQWHOOLJHQFH�XQLW��),8���KDV�DQ�LQWHUQDWLRQDO�WUDLQLQJ�SURJUDP�WKDW�IRFXVHV
RQ�SURYLGLQJ�WUDLQLQJ�DQG�WHFKQLFDO�DVVLVWDQFH�WR�D�EURDG�VSHFWUXP�RI�IRUHLJQ�JRYHUQPHQW�RIILFLDOV�
ILQDQFLDO�UHJXODWRUV��ODZ�HQIRUFHPHQW�SHUVRQQHO��DQG�EDQNHUV��7KLV�WUDLQLQJ�FRYHUV�D�ZLGH�YDULHW\�RI
WRSLFV��LQFOXGLQJ�PRQH\�ODXQGHULQJ�W\SRORJLHV��WKH�FUHDWLRQ�DQG�RSHUDWLRQ�RI�),8V��DVVLVWDQFH�LQ�WKH
HVWDEOLVKPHQW�RI�FRPSUHKHQVLYH�DQWL�PRQH\�ODXQGHULQJ�UHJLPHV��FRPSXWHU�V\VWHPV�DUFKLWHFWXUH�DQG
RSHUDWLRQV��DQG�DVVHVVPHQWV�RI�FRXQWU\�VSHFLILF�PRQH\�ODXQGHULQJ�UHJLPHV�DQG�UHJXODWLRQV��)LQ&(1
DOVR�ZRUNV�FORVHO\�ZLWK�WKH�(JPRQW�*URXS�RI�),8V�WR�SURYLGH�WUDLQLQJ�DQG�WHFKQLFDO�DVVLVWDQFH�WR
YDULRXV�MXULVGLFWLRQV�IRU�HVWDEOLVKLQJ�DQG�RSHUDWLQJ�WKHLU�RZQ�),8V�

)LQ&(1�SDUWLFLSDWHG�LQ�IRXU�VHPLQDUV�LQ�(O�6DOYDGRU�LQ������WR�WUDLQ�6DOYDGRUDQ�RIILFLDOV�RQ�DQWL�
PRQH\�ODXQGHULQJ�WHFKQLTXHV��6HPLQDUV�LQ�0DUFK�DQG�0D\�IRFXVHG�RQ�WUDLQLQJ�SHUVRQQHO�RI�WKH�QHZO\
IRUPHG�ILQDQFLDO�LQWHOOLJHQFH�XQLW��$�-XO\�VHPLQDU�WUDLQHG�PHPEHUV�RI�WKH�EDQNLQJ�6XSHULQWHQGHQF\��DV
ZHOO�DV�FRPSOLDQFH�RIILFHUV�IURP�YDULRXV�SULYDWH�EDQNV��RQ�PRQH\�ODXQGHULQJ�DQG�FRPSOLDQFH�LVVXHV
DQG�LQ�6HSWHPEHU�D�VHPLQDU�IRFXVHG�RQ�WUDLQLQJ�WD[�DXGLWRUV�DQG�LQYHVWLJDWRUV�



)LQ&(1�FRQGXFWHG�WZR�SHUVRQQHO�H[FKDQJHV�ZLWK�WKH�.RUHDQ�DQG�%HOJLDQ�),8V��$GGLWLRQDOO\�
)LQ&(1�SURYLGHG�ILQDQFLDO�LQWHOOLJHQFH�XQLW�DQG�PRQH\�ODXQGHULQJ�EULHILQJV�WR�YLVLWRUV�IURP�D�QXPEHU
RI�MXULVGLFWLRQV�LQFOXGLQJ�$UJHQWLQD��$UPHQLD��$XVWUDOLD��WKH�%DKDPDV��%UD]LO��&DQDGD��&KLQD��&RVWD
5LFD��'RPLQLFDQ�5HSXEOLF��*HUPDQ\��*UHHFH��+RQJ�.RQJ��,QGLD��,QGRQHVLD��,VOH�RI�0DQ��-DPDLFD�
-HUVH\��.D]DNKVWDQ��/HEDQRQ��,WDO\��/LHFKWHQVWHLQ��1DXUX��1HWKHUODQGV��3DODX��5XVVLD��6H\FKHOOHV�
6ZLW]HUODQG��6W��9LQFHQW�DQG�WKH�*UHQDGLQHV��7DLZDQ��7KDLODQG��7RQJD��DQG�WKH�8QLWHG�.LQJGRP�

,Q�0D\�������)LQ&(1�ZDV�LQYLWHG�E\�WKH�81�*OREDO�3URJUDPPH�DJDLQVW�0RQH\�/DXQGHULQJ�WR�JLYH
VHYHUDO�SUHVHQWDWLRQV�DW�D�ZHHNORQJ�MRLQW�81�*&&�VHPLQDU�RQ�PRQH\�ODXQGHULQJ�WKDW�ZDV�KHOG�LQ�$EX
'KDEL��,Q�$XJXVW�������)LQ&(1�RUJDQL]HG�DQG�WRRN�SDUW�LQ�D�WKUHH�GD\�VHPLQDU�LQ�0RQWHYLGHR�IRU���
8UXJXD\DQ�EDQNHUV��SURVHFXWRUV��DQG�ODZ�HQIRUFHPHQW�RIILFLDOV��)LQ&(1�DOVR�SDUWLFLSDWHG�LQ�VHYHUDO
8�6��6HFUHW�6HUYLFH�RUJDQL]HG�ILQDQFLDO�FULPHV�WUDLQLQJ�VHPLQDUV�LQ�5XVVLD�DQG�&KLQD�GXULQJ�WKH�\HDU�

)LQ&(1�SDUWLFLSDWHG�LQ�DQ�LQWHUDJHQF\�WHDP�YLVLW�WR�WKH�6RXWK�3DFLILF�WR�DVVHVV�WKH�IHDVLELOLW\�RI
FUHDWLQJ�D�UHJLRQDO�)LQDQFLDO�,QWHOOLJHQFH�8QLW�WKHUH��7KH�DVVHVVPHQW�WHDP�DOVR�LQFOXGHG
UHSUHVHQWDWLYHV�IURP�WKH�$VLD�3DFLILF�*URXS�RQ�0RQH\�/DXQGHULQJ��6RXWK�3DFLILF�)RUXP�6HFUHWDULDW�
$XVWUDOLD�DQG�1HZ�=HDODQG��7KH�WHDP�YLVLWHG�)LML��WKH�&RRN�,VODQGV��9DQXDWX�DQG�6DPRD�

)LQ&(1�KRVWHG�WKUHH�YLVLWV�LQ������E\�PHPEHUV�RI�WKH�WDVN�IRUFH�VHWWLQJ�XS�.RUHD
V�),8��7KH�ILUVW
YLVLW�LQ�0D\�IRFXVHG�RQ�RULHQWDWLRQ��WKH�VHFRQG�YLVLW�LQ�-XO\�FRYHUHG�LQIRUPDWLRQ�WHFKQRORJ\�H[SHUWV
ZKR�ZLOO�GHYHORS�V\VWHPV�WR�VWRUH�DQG�H[SORLW�6$5�DQG�&75�GDWD�HQYLVLRQHG�LQ�.RUHD
V�DQWL�PRQH\
ODXQGHULQJ�OHJLVODWLRQ��7KH�WKLUG�YLVLW��ZKLFK�RFFXUUHG�LQ�2FWREHU�������ZDV�D�ILQDQFLDO�DQDO\VLV�FRXUVH
IRU�.RUHDQ�),8�DQDO\VWV�DQG�LQYHVWLJDWRUV�

'XULQJ�WKH�ZHHN�RI�2FWREHU�����D�)LQ&(1�DQDO\VW�WUDYHOHG�ZLWK�D�6WDWH�'HSDUWPHQW�,1/
UHSUHVHQWDWLYH�WR�3DUDJXD\�WR�DVVHVV�WKH�VWDWXV�RI�WKH�FRXQWU\
V�DQWL�PRQH\�ODXQGHULQJ�SURJUDP��7KH
WHDP�FRQGXFWHG�PHHWLQJV�ZLWK�3DUDJXD\
V�),8��WKH�DQWLGUXJ�VHFUHWDULDW��WKH�$WWRUQH\�*HQHUDO��WKH
FHQWUDO�EDQN�3UHVLGHQW��DQG�WKH�6XSHULQWHQGHQW�RI�%DQNV��)LQ&(1�DOVR�FRQGXFWHG�WZR�EULHILQJV�IRU
SULYDWH�EDQNLQJ�RIILFLDOV�

,Q�2FWREHU��)LQ&(1�SDUWLFLSDWHG�LQ�DQ�LQWHUDJHQF\�PRQH\�ODXQGHULQJ�WUDLQLQJ�DVVHVVPHQW�WULS�WR
&KLQD��7KH�GHOHJDWLRQ�PHW�ZLWK�VHQLRU�RIILFL DOV�RI�WKH�0LQLVWU\�RI�3XEOLF�6HFXULW\��3HRSOH
V�%DQN�RI
&KLQD��6XSUHPH�3HRSOH
V�3URFXUDWXUDWH��1DWLRQDO�$XGLW�2IILFH��0LQLVWU\�RI�)LQDQFH�DQG�WKH�6WDWH
$GPLQLVWUDWLRQ�RI�7D[DWLRQ��DORQJ�ZLWK�%HLMLQJ�EDVHG�H[HFXWLYHV�RI�VRPH�8�6��EDQNV�

$V�IROORZ�RQ�WR�WKH�&KLQD�YLVLW��WKH�8�6��&RQVXO�*HQHUDO�LQ�+RQJ�.RQJ�UHTXHVWHG�WKDW�WKH�&KLQD
DVVHVVPHQW�GHOHJDWLRQ�YLVLW�0DFDX�WR�GLVFXVV�WKH�MXULVGLFWLRQ
V�DQWL�PRQH\�ODXQGHULQJ�UHJLPH��0DFDX
DJHQFLHV�YLVLWHG�LQFOXGHG�WKH�0DFDX�$VVRFLDWLRQ�RI�%DQNV��-XGLFLDU\�3ROLFH��0RQHWDU\�$XWKRULW\�RI
0DFDX��0DFDX�6SHFLDO�$GPLQLVWUDWLYH�5HJLRQ
V�/HJLVODWLYH�$IIDLUV�2IILFH��DQG�XQRIILFLDO�PHHWLQJV�ZLWK
D�FDVLQR�UHSUHVHQWDWLYH�DQG�D�0DFDQHVH�SROLFH�RIILFHU�

,Q�'HFHPEHU��)LQ&(1�KRVWHG�GHOHJDWLRQV�IURP�1LJHULD��7DQ]DQLD��DQG�6RXWK�$IULFD�IRU�GLVFXVVLRQV�RQ
DQWL�PRQH\�ODXQGHULQJ�O HJLVODWLRQ��7KH�SDUWLFLSDQWV�ZHUH�EULHIHG�RQ�8�6��ODZV��UHJXODWLRQV�DQG
SURJUDPV�RI�LPSOHPHQWDWLRQ��,QGLYLGXDO�PHHWLQJV�ZHUH�KHOG�ZLWK�HDFK�GHOHJDWLRQ�WR�FRQVXOW�RQ�LWV
FRXQWU\
V�HIIRUWV�LQ�WKLV�DUHD��7KH�LQWHQW�RI�WKH�SURJUDP�ZDV�WR�SURYLGH�HDFK�FRXQWU\�ZLWK�D�FOHDUHU
XQGHUVWDQGLQJ�RI�WKH�UHTXLUHPHQWV�RI�FXUUHQW�DQWL�PRQH\�ODXQGHULQJ�UHFRPPHQGDWLRQV�DQG�WR�GHYHORS
DQ�XQGHUVWDQGLQJ�RI�WKH�SROLWLFDO�FO LPDWH�DQG�OHJLVODWLYH�SURFHVVHV�LQ�HDFK�FRXQWU\�

,QWHUQDO�5HYHQXH�6HUYLFH

7KH�,QWHUQDO�5HYHQXH�6HUYLFH��,56���&ULPLQDO�,QYHVWLJDWLRQV�'LYLVLRQ��,QWHUQDWLRQDO�7UDLQLQJ�3URJUDP
LV�RQH�VHJPHQW�RI�WKH�,56�LQWHUQDWLRQDO�VWUDWHJ\��,56�IRFXVHV�LWV�WUDLQLQJ�RQ�LQYHVWLJDWLYH�WHFKQLTXHV
FRXUVHV�LQYROYLQJ�ILQDQFLDO�FULPH�DQG�PRQH\�ODXQGHULQJ��7KH�JRDO�RI�WKLV�WUDLQLQJ�LV�WR�SURYLGH
DVVLVWDQFH�WR�IRUHLJQ�JRYHUQPHQWV�LQ�HVWDEOLVKLQJ�RU�HQKDQFLQJ�PRQH\�ODXQGHULQJ��FULPLQDO��WD[�DQG
DVVHW�IRUIHLWXUH�ODZV��,Q�DGGLWLRQ��WKH�WUDLQLQJ�SURJUDP�SURYLGHV�DVVLVWDQFH�LQ�WKH�LQYHVWLJDWLRQ�RI
YLRODWLRQV�RI�WKHVH�ODZV�DQG�SURPRWHV�HQKDQFHG�DQWL�PRQH\�ODXQGHULQJ�UHJLPHV�WKDW�FRQIRUP�WR
LQWHUQDWLRQDO�VWDQGDUGV�

,56�GHYHORSV�DQG�FRQGXFWV�WUDLQLQJ�FRXUVHV�LQGHSHQGHQWO\��DV�ZHOO�DV�ZLWK�RWKHU�DJHQFLHV��,Q�VRPH
LQVWDQFHV�WKHVH�FRXUVHV�DUH�GHYHORSHG�MRLQWO\�ZLWK�RWKHU�ODZ�HQIRUFHPHQW�DJHQFLHV�WR�DGGUHVV�D�VSHFLILF
QHHG��,56�SDUWLFLSDWHV�RQ�DQ�DG�KRF�EDVLV�ZLWK�RWKHU�DJHQFLHV�DV�SDUW�RI�WKHLU�FXUULFXOD�DQG�LQYLWHV�RWKHU
DJHQFLHV�WR�SDUWLFLSDWH�LQ�,56�WUDLQLQJ�

7UDLQLQJ�OHG�E\�,56�GXULQJ������LQFOXGHG�



)LQDQFLDO�,QYHVWLJDWLYH�7HFKQLTXHV�WUDLQLQJ�LQ�/DJRV��1LJHULD��8ID��5XVVLD�DQG�%XGDSHVW�
+XQJDU\�

0RQH\�ODXQGHULQJ�WUDLQLQJ�LQ�.D]DQ��5XVVLD��%HLMLQJ��&KLQD�DQG�0H[LFR�&LW\��0H[LFR�

$GYDQFHG�PRQH\�ODXQGHULQJ�WUDLQLQJ�LQ�0H[LFR�&LW\��0H[LFR�

&RPSOH[�)LQDQFLDO�,QYHVWLJDWLRQV�WUDLQLQJ�LQ�%DQJNRN��7KDLODQG��WDXJKW�MRLQWO\�ZLWK�WKH�8�6�
&XVWRPV�6HUYLFH��

,56�SDUWLFLSDWHV�LQ�WKH�FRUH�FRXUVH�SURJUDP�DW�,/($�%XGDSHVW�DQG�,/($�%DQJNRN��,56�DOVR
SDUWLFLSDWHG�LQ�WUDLQLQJ�VSRQVRUHG�E\�RWKHU�86*�DJHQFLHV�LQ�5RPDQLD��&RVWD�5LFD��DQG�5XVVLD��,Q
DGGLWLRQ��WKH�,56�WRRN�SDUW�LQ�D�WUDLQLQJ�QHHGV�DVVHVVPHQW�LQ�'DU�HV�6DODDP��7DQ]DQLD�

'HSDUWPHQW�RI�-XVWLFH

7KH�2YHUVHDV�3URVHFXWRU�'HYHORSPHQW�DQG�7UDLQLQJ�6HFWLRQ��23'$7��RI�WKH�&ULPLQDO�'LYLVLRQ�LV�WKH
SULPDU\�VRXUFH�IRU�WKH�WUDLQLQJ�RI�IRUHLJQ�SURVHFXWRUV��MXGJHV�DQG�ODZ�HQIRUFHPHQW�IRU�WKH�'HSDUWPHQW
RI�-XVWLFH��'XULQJ�������23'$7�VSRQVRUHG����VHPLQDUV�WKURXJKRXW�WKH�ZRUOG�WKDW�GHDOW�LQ�ZKROH�RU�LQ
SDUW�ZLWK�PRQH\�ODXQGHULQJ�DQG�DVVHW�IRUIHLWXUH�LVVXHV��$SSUR[LPDWHO\�����VWXGHQWV�UHFHLYHG�WUDLQLQJ�LQ
WUDQVQDWLRQDO�PRQH\�ODXQGHULQJ��LQWHUQDWLRQDO�DVVHW�IRUIHLWXUH�DQG�DVVHW�VKDULQJ��$GGLWLRQDOO\��WKH�$VVHW
)RUIHLWXUH�DQG�0RQH\�/DXQGHULQJ�6HFWLRQ�FRQGXFWHG�DQ�$VVHW�)RUIHLWXUH�DQG�0RQH\�/DXQGHULQJ
FRQIHUHQFH�LQ�%XHQRV�$LUHV��$UJHQWLQD�ZKLFK�LQFOXGHG�DSSUR[LPDWHO\�����SURVHFXWRUV�DQG�ODZ
HQIRUFHPHQW�RIILFLDOV�IURP�$UJHQWLQD��%UD]LO��3DUDJXD\��8UXJXD\�DQG�%ROLYLD�

6HFUHW�6HUYLFH

7KH�6HFUHW�6HUYLFH�FRQWLQXHV�WR�EH�H[WHQVLYHO\�LQYROYHG�LQ�WUDLQLQJ�IRUHLJQ�JRYHUQPHQW�RIILFLDOV�DQG
ODZ�HQIRUFHPHQW�LQ�WKH�DUHDV�RI�ILQDQFLDO�IUDXG�VFKHPHV�DQG�FRXQWHUIHLW�8�6��FXUUHQF\�LQYHVWLJDWLRQV�
,Q�������WKH�6HFUHW�6HUYLFH�WDXJKW�IRUHLJQ�RIILFLDOV�WR�LGHQWLI\�DQG�LQYHVWLJDWH�YLRODWLRQV�WKDW�LPSDFW�RQ
WKHLU�MXULVGLFWLRQV�DV�ZHOO�DV�WKRVH�RI�WKH�6HFUHW�6HUYLFH��6SHFLILF�ILQDQFLDO�IUDXG�VFKHPHV�LQYROYLQJ
FUHGLW�FDUGV��VPDUW �FDUGV��HOHFWURQLF�IXQG�WUDQVIHUV��ILFWLWLRXV�ILQDQFLDO�LQVWUXPHQWV����������DGYDQFH�IHH
IUDXG��FHOOXODU�WHOHSKRQH�IUDXG��VNLPPLQJ��WHOHPDUNHWLQJ�IUDXG��LGHQWLW\�WKHIW�DQG�RWKHU�W\SHV�RI
VFKHPHV�ZHUH�KLJKOLJKWHG��7KHVH�FULPHV�UHSUHVHQW�WKH�XQGHUO\LQJ�6SHFLILF�8QODZIXO�$FWLYLWLHV��68$
V�
WKDW�SURYLGH�WKH�QH[XV�IRU�WKH�6HFUHW�6HUYLFH�WR�FRQGXFW�PRQH\�ODXQGHULQJ�LQYHVWLJDWLRQV�

7KH�JRDO�RI�WKH�6HFUHW�6HUYLFH�IRUHLJQ�WUDLQLQJ�SURJUDP�LV�WR�WUDLQ�DQG�DVVLVW�WKH�IRUHLJQ�SDUWLFLSDQWV
ZLWK�WKHLU�ILQDQFLDO�V\VWHPV��DQG�WR�HVWDEOLVK�D�SHUPDQHQW�FRQGXLW�IRU�LQIRUPDWLRQ�H[FKDQJH�DQG
OLDLVRQ��7KH�SUHYLRXVO\�PHQWLRQHG�68$
V�ZHUH�KLJKOLJKWHG�LQ�DQ�HIIRUW�WR�FRQFHQWUDWH�DOO�DYDLODEOH
UHVRXUFHV�RQ�WKH�URRW�RI�WKH�FULPLQDO�DFWLYLW\�

7UDLQLQJ�SURJUDPV�KDYH�YDULHG�GHSHQGLQJ�RQ�WKH�IRUHLJQ�SDUWLFLSDQWV��7KH�WUDLQLQJ�LQLWLDWLYH�WKURXJKRXW
�����SURYHG�LQYDOXDEOH�LQ�IRVWHULQJ�D�KHLJKWHQHG�DZDUHQHVV�IRU�IRUHLJQ�JRYHUQPHQW�RIILFLDOV�DQG�ODZ
HQIRUFHPHQW�LQ�WKH�LGHQWLILFDWLRQ�RI�V\VWHPLF�ZHDNQHVVHV�ZLWKLQ�ILQDQFLDO�V\VWHPV��,Q�WUDLQLQJ�IRUHLJQ
ODZ�HQIRUFHPHQW�RIILFLDOV��WKH�6HFUHW�6HUYLFH�FRQGXFWHG�FRPSUHKHQVLYH�SURJUDPV�WKDW�LQFOXGHG�DQ
HPSKDVLV�RQ�FULPHV�LQYROYLQJ�HOHFWURQLF�FRPPHUFH�

6PDUW�FDUGV��JHQHUDOO\�LVVXHG�E\�QRQ�EDQNLQJ�ILQDQFLDO�VHUYLFH�SURYLGHUV�VXFK�DV�ODUJH�EURNHUDJH
KRXVHV��RSHUDWH�FRPSOHWHO\�RXWVLGH�RI�DQ\�8�6��JRYHUQPHQW�UHJXODWLRQV��7KLV�ODFN�RI�UHJXODWRU\
RYHUVLJKW�FUHDWHV�YXOQHUDELOLW\�DV�QR�UHFRUG�LV�FUHDWHG�RU�PDLQWDLQHG�RQ�WKH�WUDQVIHU�RI�GDWD��,Q�WKHRU\�
ILQDQFLDO�LQIRUPDWLRQ�DQG�PRQHWDU\�IXQGV�FDQ�EH�DFFHVVHG��PDQLSXODWHG��DQG�WUDQVIHUUHG�WR�RU�IURP�DQ
DFFRXQW��RU�IURP�FDUG�WR�FDUG��ZLWK�QR�� IRRWSULQW��EHLQJ�PDGH��6\VWHPV�WKDW�VXSSRUW�WKLV�LQGXVWU\�FDQ
PRYH�ELOOLRQV�RI�GROODUV�D�GD\�WKURXJK�FRPSXWHU�QHWZRUNV�WKDW�RIWHQ�DUH�QRW�UHJXODWHG�RU�FRQWUROOHG�E\
DQ\�JRYHUQPHQW�HQWLW\�

6NLPPLQJ�LV�WKH�XQDXWKRUL]HG�FDSWXUH�DQG�UHSOLFDWLRQ�RI�GDWD�IURP�D�SHUVRQ
V�FUHGLW�FDUG�WKURXJK�WKH
XVH�RI�D�VPDOO��KDQG�KHOG�GHYLFH��ZKLFK�FDQ�ODWHU�EH�XVHG�WR�GRZQORDG�WKH�LQIRUPDWLRQ�IRU�LOOLFLW
SXUSRVHV��7KH�HDVH�DQG�VSHHG�ZLWK�ZKLFK�LQIRUPDWLRQ�FDQ�EH�JDWKHUHG�DQG�XVHG�IRU�LOOHJDO�SXUSRVHV�LQ
D�VNLPPLQJ�RSHUDWLRQ�UHSUHVHQWV�D�WKUHDW�WR�ILQDQFLDO�LQVWLWXWLRQV�DURXQG�WKH�ZRUOG��7KH�6HFUHW�6HUYLFH
KDV�WUDLQHG�IRUHLJQ�ODZ�HQIRUFHPHQW�RIILFLDOV�DERXW�WKH�W\SH�RI�HTXLSPHQW��PDQQHU�RI�RSHUDWLRQ��DQG
GLVWULEXWLRQ�PHWKRGV�IRU�WKH�LQIRUPDWLRQ�WDNHQ�IURP�XQVXVSHFWLQJ�FUHGLW�FDUG�KROGHUV��,QGXVWU\�VRXUFHV
KDYH�HVWLPDWHG�WKDW�VNLPPLQJ�RXWVLGH�RI�WKH�8QLWHG�6WDWHV�DORQH�DIIHFWV�DSSUR[LPDWHO\�RQH�KXQGUHG
VHYHQW\�ILYH�GLIIHUHQW�EXVLQHVVHV�SHU�ZHHN��7KLV�ODUJH�QXPEHU�RI�FRPSURPLVHG�SRLQWV�RI�VDOH�KDV�WKH
SRWHQWLDO�WR�FDXVH�PDQ\�PLOOLRQV�RI�GROODUV�LQ�IUDXG�ORVVHV�

'XULQJ�������WKH�6HFUHW�6HUYLFH��XVLQJ�,1/�SURYLGHG�IXQGV��FRQGXFWHG�WUDLQLQJ�IRU�IRUHLJQ�ODZ



HQIRUFHPHQW�DQG�ILQDQFLDO�LQVWLWXWLRQV�LQ�&KLQD��1LJHULD��%XOJDULD��DQG�/LWKXDQLD��$GGLWLRQDO
SUHVHQWDWLRQV�ZHUH�PDGH�DW�WKH�,/($V�LQ�%XGDSHVW��+XQJDU\�DQG�%DQJNRN��7KDLODQG��7KH�6HFUHW
6HUYLFH�SURYLGHG�LQGHSHQGHQW�FODVVHV�LQ�*UHHFH��5RPDQLD��0H[LFR��,WDO\��%XOJDULD��&ROXPELD��DQG�DW
WKH�,QWHUSRO�FRQIHUHQFH�LQ�/\RQ��)UDQFH�

2QH�RI�WKH�PRUH�QRWDEOH�H[DPSOHV�RI�LQWHUDJHQF\�FRRSHUDWLRQ�RFFXUUHG�ZKHQ�WKH�6HQLRU�6SHFLDO�$JHQW
DVVLJQHG�WR�WKH�8�6��(PEDVV\�LQ�/DJRV��1LJHULD��ZRUNLQJ�ZLWK�WKH�HPEDVV\
V�FRXQWU\�WHDP�
FROODERUDWHG�RQ�DQ�LQYHVWLJDWLRQ�LQWR�D���������W\SH�ILQDQFLDO�FULPH��$�EDQN�LQ�1RUWK�&DUROLQD�KDG
EHHQ�YLFWLPL]HG�ZKHQ�DSSUR[LPDWHO\����������ZDV�ZLUHG�WR�/DJRV��7KDQNV�WR�WKH�VZLIW�DQG�DJJUHVVLYH
DFWLRQ�E\�WKH�6HFUHW�6HUYLFH�DQG�'HSDUWPHQW�RI�6WDWH��WKH�HQWLUH�DPRXQW�RI�WKH�IUDXG�VFKHPH�ZDV
UHFRYHUHG�DQG�UHWXUQHG�WR�1RUWK�&DUROLQD�

8QLWHG�6WDWHV�&XVWRPV�6HUYLFH

7KH�8�6��&XVWRPV�6HUYLFH��86&6���2IILFH�RI�,QYHVWLJDWLRQV��)LQDQFLDO�,QYHVWLJDWLRQV�'LYLVLRQ
FRQWLQXHV�WR�EH�H[WHQVLYHO\�LQYROYHG�LQ�WKH�,1/�VSRQVRUHG�PXOWL�DJHQF\�LQWHUQDWLRQDO�PRQH\
ODXQGHULQJ�WUDLQLQJ�SURJUDPV��'UDZLQJ�RQ�LWV�H[SHUWLVH�LQ�XQGHUFRYHU�GUXJ�PRQH\�ODXQGHULQJ�DV�ZHOO�DV
WUDGLWLRQDO�PRQH\�ODXQGHULQJ�LQYHVWLJDWLRQV��WKH�86&6�VWULYHV�WR�LPSDUW�LWV�FRQVLGHUDEOH�H[SHULHQFH�WR
ODZ�HQIRUFHPHQW��UHJXODWRU\��DQG�EDQNLQJ�RIILFLDOV�LGHQWLILHG�E\�,1/�

$V�KRVW�RU�FR�KRVW�ZLWK�QXPHURXV�RWKHU�IHGHUDO�DJHQFLHV��WKH�86&6�FRQGXFWHG�DQWL�PRQH\�ODXQGHULQJ
DQG�ILQDQFLDO�FULPH�VHPLQDUV�GRPHVWLFDOO\�DQG�DEURDG�IRU�RIILFLDOV�IURP�VL[WHHQ�QDWLRQV��$SSUR[LPDWHO\
����UHSUHVHQWDWLYHV�IURP�IRUHLJQ�QDWLRQV�UHFHLYHG�86&6�DQWL�PRQH\�ODXQGHULQJ�W UDLQLQJ�LQ�)<�����

8QLWHG�6WDWHV�'HSDUWPHQW�RI�7UHDVXU\�2IILFH�RI�7HFKQLFDO�$VVLVWDQFH��,(7�

7UHDVXU\
V�2IILFH�RI�7HFKQLFDO�$VVLVWDQFH�LV�ORFDWHG�ZLWKLQ�WKH�2IILFH�RI�WKH�$VVLVWDQW�6HFUHWDU\�IRU
,QWHUQDWLRQDO�$IIDLUV��7KH�RIILFH�GHOLYHUV�LQWHUDFWLYH��DGYLVRU�EDVHG�DVVLVWDQFH�WR�VHQLRU�OHYHO
UHSUHVHQWDWLYHV�LQ�YDULRXV�PLQLVWULHV�DQG�FHQWUDO�EDQNV�LQ�WKH�DUHDV�RI�WD[�UHIRUP��JRYHUQPHQW�GHEW
LVVXDQFH�DQG�PDQDJHPHQW��EXGJHW�SROLF\�DQG�PDQDJHPHQW��ILQDQFLDO�LQVWLWXWLRQ�UHIRUP��DQG�PRUH
UHFHQWO\��ODZ�HQIRUFHPHQW�UHIRUPV�UHODWHG�WR�PRQH\�ODXQGHULQJ�DQG�RWKHU�ILQDQFLDO�FULPHV�

,Q�������WKH�(QIRUFHPHQW�3URJUDP�ZDV�DGGHG�WR�7UHDVXU\
V�DGYLVRU\�RIILFH��,W�LV�D�ORQJ�WHUP��DGYLVRU�
EDVHG�SURJUDP�GHYHORSHG�RXW�RI�FRQFHUQ�WKDW�ILQDQFLDO�FULPH��FRUUXSWLRQ��RUJDQL]HG�FULPLQDO
HQWHUSULVHV��DQG�RWKHU�FULPLQDO�DFWLYLW LHV�ZHUH�XQGHUPLQLQJ�HFRQRPLF�UHIRUPV�SURPRWHG�E\�WKH
'HSDUWPHQW�RI�WKH�7UHDVXU\��7KH�(QIRUFHPHQW�3URJUDP�HVVHQWLDOO\�IRFXVHV�RQ�WKH�GHYHORSPHQW�RI
OHJDO�IRXQGDWLRQV��SROLFLHV��DQG�RUJDQL]DWLRQV�LQ�WKUHH�DUHDV������PRQH\�ODXQGHULQJ�DQG�RWKHU�ILQDQFLDO
FULPHV������RUJDQL]HG�FULPH�DQG�FRUUXSWLRQ��DQG�����WKH�UHRUJDQL]DWLRQ�RI�ODZ�HQIRUFHPHQW�DQG�ILQDQFLDO
HQWLWLHV�LQ�GHYHORSLQJ�HFRQRPLHV�WR�KHOS�WKHP�SUHYHQW��GHWHFW��LQYHVWLJDWH�DQG�SURVHFXWH�VRSKLVWLFDWHG
LQWHUQDWLRQDO�ILQDQFLDO�FULPH��7KH�(QIRUFHPHQW�3URJUDP�UHOLHV�RQ�LQWHUPLWWHQW�DGYLVRU\�WULSV�WR�GHOLYHU
LWV�WHFKQLFDO�DVVLVWDQFH��,W�ZRUNV�ZLWK�HPEDVV\�VWDII�DQG�KRVW�FRXQWU\�FOLHQWV�RQ�ORQJ�WHUP�SURMHFWV
GHVLJQHG�WR�SURPRWH�V\VWHPLF�FKDQJHV�DQG�QHZ�RUJDQL]DWLRQDO�VWUXFWXUHV��7KH�SURJUDP�UHFHLYHV�PRVW
RI�LWV�IXQGLQJ�DQG�RXWVLGH�JXLGDQFH�IURP�WKH�6WDWH�'HSDUWPHQW
V�%XUHDX�RI�,QWHUQDWLRQDO�1DUFRWLFV�DQG
/DZ�(QIRUFHPHQW�$IIDLUV��,1/���2ULJLQDOO\�RSHUDWLQJ�LQ�RQO\�WZR�FRXQWULHV�XVLQJ�7UHDVXU\�IXQGV��WKH
ODVW�WZR�\HDUV�KDYH�VHHQ�D�UDSLG�H[SDQVLRQ�RI�WKH�SURJUDP�ZLWK�WKH�VXSSRUW�RI�,1/�IXQGLQJ��7KH
SURJUDP�KDV�QRZ�JLYHQ�WHFKQLFDO�DVVLVWDQFH�WR�RYHU�D�GR]HQ�FRXQWULHV�WKURXJKRXW�WKH�ZRUOG��7KH
GHPDQGV�RQ�WKH�SURJUDP�DUH�OLNHO\�WR�LQFUHDVH�HYHQ�IXUWKHU�DV�LQWHUQDWLRQDO�DQWL�PRQH\�ODXQGHULQJ
HIIRUWV�LQFUHDVH�

7KH�(QIRUFHPHQW�3URJUDP�LV�FRPSULVHG�RI�D�JURXS�RI�DSSUR[LPDWHO\����KLJKO\�H[SHULHQFHG�DGYLVRUV
ZLWK�EDFNJURXQGV�LQ�YDULRXV�DUHDV�RI�ILQDQFLDO�DQG�HFRQRPLF�FULPHV�VXFK�DV�PRQH\�ODXQGHULQJ��ZKLWH
FROODU�FULPH��RUJDQL]HG�FULPH��VHFXULWLHV�IUDXG��LQWHUQDO�DIIDLUV�DQG�FRUUXSWLRQ��FULPLQDO�ODZ��DQG
RUJDQL]DWLRQ�DGPLQLVWUDWLRQ��0RVW�DGYLVRUV�KDYH�SUHY LRXVO\�KHOG�UHVSRQVLEOH�SRVLWLRQV�ZLWK�8�6��ODZ
HQIRUFHPHQW�DQG�UHJXODWRU\�RUJDQL]DWLRQV�RU�SURVHFXWRUV�ZLWK�WKH�'HSDUWPHQW�RI�-XVWLFH��,Q�DGGLWLRQ�
WKH�RIILFH�FRRSHUDWHV�FORVHO\�LQ�LWV�SURJUDPV�ZLWK�DOO�FRPSRQHQWV�RI�7UHDVXU\�DQG�-XVWLFH�ODZ
HQIRUFHPHQW��HVSHFLDOO\�)LQ&(1��,56��8666�DQG�86&6�

'XULQJ������H[WHQVLYH�SURMHFWV�ZHUH�FRQGXFWHG�LQ�D�QXPEHU�RI�FRXQWULHV��)RU�H[DPSOH�LQ�$UPHQLD�WKH
�$UPHQLD��(QIRUFHPHQW�7HDP�SURYLGHG�WHFKQLFDO�DVVLVWDQFH�LQ�WKH�DUHDV�RI�ILQDQFLDO�FULPHV��RUJDQL]HG
FULPH��JDPLQJ�FULPHV��DQG�LQVXUDQFH�IUDXG��7R�DVVLVW�LQ�HVWDEOLVKLQJ�DQ�HIIHFWLYH�OLDLVRQ�ZLWK�8�6��ODZ
HQIRUFHPHQW��WKH�(QIRUFHPHQW�7HDP�DUUDQJHG�IRU�WKH�$UPHQLDQ�3URVHFXWRU�*HQHUDO�DQG�RWKHU
DVVLVWDQWV�WR�PHHW�ZLWK�DSSURSULDWH�8�6��RIILFLDOV�LQ�:DVKLQJWRQ��'&�DQG�LQ�/RV�$QJHOHV��)LQDOO\��WKH
WHDP�IDFLOLWDWHG�WKH�DVVHVVPHQW�RI�D�SURJUDP�WR�GHYHORS�D�FHQWUDOL]HG�FRPSXWHU�V\VWHP�IRU�WKH�2IILFH
RI�WKH�3URVHFXWRU�*HQHUDO�DQG�'LUHFWRUDWH�6L[�



7KH�(QIRUFHPHQW�7HDP�DOVR�SOD\HG�D�VLJQLILFDQW�SDUW�LQ�GUDIWLQJ�DQG�LPSOHPHQWLQJ�WKH�DQWL�PRQH\
ODXQGHULQJ�ODZ�LQ�(O�6DOYDGRU��,W�KDV�KHOSHG�WR�GHVLJQ��VWDII�DQG�EXLOG�WKH�(O�6DOYDGRU�)LQDQFLDO
,QYHVWLJDWLRQ�8QLW��),8���XQGHU�WKH�GLUHFWLRQ�RI�WKH�$WWRUQH\�*HQHUDO��7KH�WHDP�VSRQVRUHG�D�YLVLW�E\
PHPEHUV�RI�WKH�),8�DQG�WKH�$WWRUQH\�*HQHUDO�WR�WKH�),8V�LQ�0H[LFR�DQG�&RVWD�5LFD�VR�WKH\�FRXOG
OHDUQ�IURP�WKH LU�UHJLRQDO�FRXQWHUSDUWV��7KH�WHDP�WKHQ�KHOSHG�WUDLQ�WKH�PHPEHUV�RI�WKH�),8��DORQJ�ZLWK
VRPH�MXGJHV�DQG�SURVHFXWRUV��LQ�DVSHFWV�RI�PRQH\�ODXQGHULQJ�DQG�ILQDQFLDO�FULPHV�LQYHVWLJDWLRQ�
$GGLWLRQDOO\��WUDLQLQJ�FRXUVHV�RQ�)LQDQFLDO�&ULPHV�ZHUH�SURYLGHG�WR�WKH�6XSHULQWHQGHQW�RI�%DQNLQJ�DQG
WKH�)LQDQFH�0LQLVWU\�

,Q�*HRUJLD��WKH��*HRUJLD��(QIRUFHPHQW�7HDP�LQ�FRRSHUDWLRQ�ZLWK�86$,'��WKH�8�6��'HSDUWPHQW�RI
-XVW LFH��DQG�WKH�8�6��6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��FRPSOHWHG�D�UHSRUW�RQ�WKH�HQIRUFHPHQW
DXWKRULWLHV�RI�WKH�1DWLRQDO�6HFXULWLHV�([FKDQJH��:RUNLQJ�FRRSHUDWLYHO\�ZLWK�WKH�8�6��'HSDUWPHQW�RI
-XVWLFH��LW�KDV�DVVHVVHG�WKH�DGHTXDF\�RI�*HRUJLD
V�/DZ�RQ�&RQIOLFW�RI�,QWHUHVW�DQG�&RUUXSWLRQ��DQG�WKH
SUDFWLFDO�DSSOLFDWLRQ�RI�LWV�UHSRUWLQJ�UHJLPH�

7KH�(QIRUFHPHQW�7HDP�GHYHORSHG�DQG�GHOLYHUHG�WZR�VHSDUDWH�WUDLQLQJ�SURJUDPV�GHVLJQHG�WR�HQKDQFH
WKH�IRUHQVLF�DFFRXQWLQJ�DELOLWLHV�RI�WKH�,QGRQHVLDQ�%DQN�5HVWUXFWXULQJ�$JHQF\��,%5$��SHUVRQQHO�DQG
WR�SURYLGH�NQRZOHGJH�DQG�DELOLWLHV�UHODWLQJ�WR�ILQDQFLDO�LQYHVWLJDWLRQV�DQG�DVVHW�UHFRYHU\��7KH�ILUVW
SURJUDP�DGGUHVVHG�WKH�QHHGV�RI�DWWHQGHHV�DV�WKH\�UHODWHG�WR�DQWL�FRUUXSWLRQ�DQG�JHQHUDO�IRUHQVLF
DFFRXQWLQJ�DQG�ILQDQFLDO�FULPH�LQYHVWLJDWLYH�SULQFLSOHV�DQG�WHFKQLTXHV��7KH�VHFRQG�DGGUHVVHG�WKHVH
SULQFLSOHV�DQG�WHFKQLTXHV�DORQJ�ZLWK�DVVHW�UHFRYHU\�WHFKQLTXHV�DV�WKH\�UHODWHG�WR�VSHFLILF�FDVHV�EHLQJ
LQYHVWLJDWHG�E\�,%5$��DV�ZHOO�DV�SURYLGLQJ�VSHFLILF�FDVH�GLUHFWLRQ�DQG�LQYHVWLJDWLYH�DQG�SURVHFXWRULDO
VWUDWHJLHV��$VVLVWDQFH�ZDV�FHQWHUHG�RQ�PHWKRGV�RI�LGHQWLI\LQJ�DVVHWV�FRQVWLWXWLQJ�EDQN�IUDXG�SURFHHGV�
WUDFLQJ�VXFK�SURFHHGV�WR�WKH�8�6���DQG�UHSDWULDWLQJ�WKRVH�DVVHWV�RQFH �LGHQWLILFDWLRQV�ZHUH�FRPSOHWH�
7KH�,QGRQHVLDQV�DOVR�PHW�ZLWK�WKH�)%,��'2-�SURVHFXWRUV��&XVWRPV��,QWHUSRO�DQG�RWKHU�8�6�
JRYHUQPHQW�UHSUHVHQWDWLYHV�UHJDUGLQJ�FRRSHUDWLRQ�DQG�FRRUGLQDWLRQ�RI�IXWXUH�DVVLVWDQFH�WKDW�PD\�EH
XVHIXO�LQ�GHWHFWLQJ��LQYHVWLJDWLQJ�DQG�SURVHFXWLQJ�YLRODWLRQV�RI�8�6��ODZ�DV�ZHOO�DV�UHSDWULDWLQJ�WKH
SURFHHGV�IURP�,QGRQHVLDQ�EDQN�IUDXG�

,Q�0ROGRYD��WKH�(QIRUFHPHQW�7HDP�SURYLGHG�WHFKQLFDO�DVVLVWDQFH�WR�WKH�GUDIWHUV�RI�WKH�HFRQRPLF�DQG
ILQDQFLDO�FULPH�VHFWLRQ�RI�WKH�FULPLQDO�SURFHGXUH�FRGH�FXUUHQWO\�XQGHU�FRQVLGHUDWLRQ�LQ�3DUOLDPHQW��7KH
WHDP�DOVR�SURYLGHG�WHFKQLFDO�DVVLVWDQFH�WR�WKH�GUDIWHUV�RI�WKH�SURSRVHG�DQWL�PRQH\�ODXQGHULQJ�ODZ��7KH
WHDP�DVVLVWHG�WKH�)LQDQFH�0LQLVWU\�LQ�RUJDQL]LQJ�D�WD[�HYDVLRQ�HQIRUFHPHQW�XQLW�DQG�D�EDQN�IUDXG
ZRUNLQJ�JURXS��7KH�WHDP�DOVR�SURYLGHG�VSHFLDOL]HG�IRUHQVLF�WUDLQLQJ�DQG�DVVLVWDQFH�LQ�FRPEDWLQJ�FUHGLW
FDUG�IUDXG��GRFXPHQW�IUDXG��DQG�GHYHORSLQJ�WKH�FDSDELOLWLHV�RI�WKH�JRYHUQPHQW
V�IRUHQVLF�ODERUDWRULHV�

$GYLVRUV�IURP�WKH�(QIRUFHPHQW�7HDP�DOVR�PDGH�YLVLWV�WR�3HUX�DQG�0DOD\VLD�WR�DVVLVW�LQ�GUDIWLQJ�DQG
GLVFXVVLQJ�SURSRVHG�DQWL�PRQH\�ODXQGHULQJ�OHJLVODWLRQ�

,QWHUQDWLRQDO�/DZ�(QIRUFHPHQW�$FDGHPLHV��,/($V�

7KH�,/($�WUDLQLQJ�DFDGHPLHV�DURXQG�WKH�JOREH�FRQGXFW�D�YDULHW\�RI�ODZ�HQIRUFHPHQW�FRXUVHV�WR�PLG�
OHYHO�PDQDJHUV��&RUH�ODZ�HQIRUFHPHQW�WUDLQLQJ�FRXUVHV�LQFOXGH�PRGXOHV�RQ�ILQDQFLDO�FULPH�DQG�PRQH\
ODXQGHULQJ��,Q�DGGLWLRQ��ILQDQFLDO�FULPH�DQG�PRQH\�ODXQGHULQJ�VHPLQDUV�IRU�VHQLRU�ODZ�HQIRUFHPHQW
RIILFLDOV�KDYH�EHHQ�FRQGXFWHG�LQ������

(XURSH

7KH�,/($�LQ�%XGDSHVW��+XQJDU\�RIIHUV�D�FRUH�ODZ�HQIRUFHPHQW�WUDLQLQJ�FRXUVH�WDUJHWHG�DW�PLG�OHYHO
PDQDJHUV�LQ�WKH�SROLFH�DQG�FULPLQDO�MXVWLFH�VHUYLFHV�RI�&HQWUDO�(XURSH�DQG�WKH�1HZ�,QGHSHQGHQW
6WDWHV��2YHU�������RIILFLDOV�IURP����FRXQWULHV�KDYH�VXFFHVVIXOO\�FRPSOHWHG�WKLV�FRXUVH��,Q�DGGLWLRQ�WR
WKLV�SURJUDP��,/($�%XGDSHVW�DOVR�RIIHUV�UHJLRQDO�VHPLQDUV�DQG�VSHFLDOL]HG�WUDLQLQJ�FRXUVHV��0RUH�WKDQ
������FULPLQDO�MXVWLFH�RIILFLDOV�KDYH�SDUWLFLSDWHG�LQ�VXFK�FRXUVHV�

$VLD

7KH�,/($�IRU�6RXWKHDVW�$VLD�RSHQHG�LQ�0DUFK�������LQ�%DQJNRN��7KDLODQG��7KH�FXUULFXOXP�DQG
VWUXFWXUH�RI�WKLV�$FDGHP\�LV�VLPLODU�WR�WKDW�LQ�%XGDSHVW��H[FHSW�IRU�WKH�GXUDWLRQ�RI�WKH�FRUH�FRXUVH�DQG
DQ�DGGHG�HPSKDVLV�LQ�QDUFRWLFV�PDWWHUV��,/($�%DQJNRN�DOVR�RIIHUV�VSHFLDOL]HG�FRXUVHV�LQ�D�ZLGH�UDQJH
RI�WRSLFV��2YHU�������RIILFLDOV�IURP����6RXWKHDVW�$VLDQ�QDWLRQV�KDYH�DWWHQGHG�WKHVH�FRXUVHV�

7KH�$PHU L FDV

)RU�WKH�:HVWHUQ�+HPLVSKHUH��ZH�RIIHUHG�D�FRUH�FRXUVH�VLPLODU�WR�%DQJNRN
V³WDLORUHG�WR�UHJLRQDO
QHHGV³IRU�RIILFLDOV�IURP�&HQWUDO�$PHULFD�DQG�WKH�'RPLQLFDQ�5HSXEOLF��7ZR�SLORW�FRXUVHV�ZHUH
FRQGXFWHG�LQ�3DQDPD�LQ������DW�D�WHPSRUDU\�VLWH��6L[W\�IRXU�SDUWLFLSDQWV�DWWHQGHG�WKHVH�FRXUVHV��$OO



DFWLYLWLHV�RI�WKLV�$FDGHP\�KDYH�EHHQ�WHPSRUDULO\�VXVSHQGHG��SHQGLQJ�D�UHYLHZ�WR�GHWHUPLQH�LWV
SHUPDQHQW�ORFDWLRQ�

$IU L FD

7KH�LQWHUDJHQF\�JURXS�UHVSRQVLEOH�IRU�WKH�,/($V�LV�WDNLQJ�VWHSV�DLPHG�DW�WKH�HVWDEOLVKPHQW�DQG
RSHUDWLRQ�RI�DQ�,/($�IRU�6RXWKHUQ�$IULFD��WR�EH�ORFDWHG�LQ�*DERURQH��%RWVZDQD��7KH�RYHUDOO�IRUPDW
IRU�WKLV�QHZ�$FDGHP\�ZLOO�EH�VLPLODU�WR�WKH�RWKHU�WKUHH��DGMXVWHG�WR�VXLW�WKH�QHHGV�RI�WKH�UHJLRQ�

7UHDWLHV��$JUHHPHQWV��DQG�2WKHU�0HFKDQLVPV�IRU�,QIRUPDWLRQ�([FKDQJH

0XWXDO�/HJDO�$VVLVWDQFH�7UHDWLHV��0/$7V��DOORZ�JHQHUDOO\�IRU�WKH�H[FKDQJH�RI�HYLGHQFH�DQG
LQIRUPDWLRQ�LQ�FULPLQDO�DQG�DQFLOODU\�PDWWHUV��,Q�PRQH\�ODXQGHULQJ�FDVHV��WKH\�FDQ�EH�H[WUHPHO\�XVHIXO
DV�D�PHDQV�RI�REWDLQLQJ�EDQNLQJ�DQG�RWKHU�ILQDQFLDO�UHFRUGV�IURP�RXU�WUHDW\�SDUWQHUV��0/$7V��ZKLFK
DUH�QHJRWLDWHG�E\�WKH�'HSDUWPHQW�RI�6WDWH�LQ�FRRSHUDWLRQ�ZLWK�WKH�'HSDUWPHQW�RI�-XVWLFH�WR�IDFLOLWDWH
FRRSHUDWLRQ�LQ�FULPLQDO�PDWWHUV��LQFOXGLQJ�PRQH\�ODXQGHULQJ�DQG�DVVHW�IRUIHLWXUH��DUH�LQ�IRUFH�ZLWK�WKH
IROORZLQJ�FRXQWULHV��$QWLJXD�DQG�%DUEXGD��$UJHQWLQD��$XVWUDOLD��$XVWULD��WKH�%DKDPDV��%DUEDGRV�
%HOJLXP��&DQDGD��&]HFK�5HSXEOLF��'RPLQLFD��(VWRQLD��*UHQDGD��+RQJ�.RQJ�6$5��+XQJDU\��,VUDHO�
,WDO\��-DPDLFD��/DWYLD��/LWKXDQLD��/X[HPERXUJ� �0H[LFR��0RURFFR��WKH�1HWKHUODQGV��3DQDPD��WKH
3KLOLSSLQHV��3RODQG��6RXWK�.RUHD��6SDLQ��6W��.LWWV�DQG�1HYLV��6W��/XFLD��6W��9LQFHQW�DQG�WKH
*UHQDGLQHV��6ZLW]HUODQG��7KDLODQG��7ULQLGDG�DQG�7REDJR��7XUNH\��WKH�8QLWHG�.LQJGRP��WKH�8QLWHG
.LQJGRP�ZLWK�UHVSHFW�WR�LWV�&DULEEHDQ�RYHUVHDV�WHUULWRULHV��$QJXLOOD��WKH�%ULWLVK�9LUJLQ�,VODQGV��WKH
&D\PDQ�,VODQGV��0RQWVHUUDW��DQG�WKH�7XUNV�DQG�&DLFRV�,VODQGV���DQG�8UXJXD\��0/$7V�KDYH�EHHQ
VLJQHG�E\�WKH�8QLWHG�6WDWHV�EXW�QRW�\HW�EURXJKW�LQWR�IRUFH�ZLWK�WKH�IROORZLQJ�FRXQWULHV��%HOL]H��%UD]LO�
&RORPELD��&\SUXV��(J\SW��)UDQFH��*UHHFH��1LJHULD��5RPDQLD��5XVVLD��6RXWK�$IULFD��8NUDLQH��DQG
9HQH]XHOD��7KH�8QLWHG�6WDWHV�KDV�DOVR�VLJQHG�WKH�2UJDQL]DWLRQ�RI�$PHULFDQ�6WDWHV�0/$7�DQG�WKH�81
&RQYHQWLRQ�DJDLQVW�7UDQVQDWLRQDO�2UJDQL]HG�&ULPH��7KH�8QLWHG�6WDWHV�LV�DFWLYHO\�HQJDJHG�LQ
QHJRWLDWLQJ�DGGLWLRQDO�0/$7V�ZLWK�FRXQWULHV�DURXQG�WKH�ZRUOG��7KH�8QLWHG�6WDWHV�KDV�DOVR�FRQFOXGHG
H[HFXWLYH�DJUHHPHQWV�IRU�FRRSHUDWLRQ�LQ�YDULRXV�FULPLQDO�PDWWHUV�ZLWK�5XVVLD��+DLWL��WKH�3KLOLSSLQHV�
DQG�9HQH]XHOD��&RPSDUDEOH�H[HFXWLYH�DJUHHPHQWV�ZLWK�1LJHULD��6LQJDSRUH�DQG�&KLQD�DUH�VLJQHG�EXW
ZHUH�QRW�\HW�LQ�IRUFH�DV�RI�WKH�HQG�RI������

,Q�DGGLWLRQ��WKH�8QLWHG�6WDWHV�KDV�HQWHUHG�LQWR�H[HFXWLYH�DJUHHPHQWV�RQ�IRUIHLWXUH�FRRSHUDWLRQ�
LQFOXGLQJ������DQ�DJUHHPHQW�ZLWK�WKH�8QLWHG�.LQJGRP�SURYLGLQJ�IRU�IRUIHLWXUH�DVVLVWDQFH�DQG�DVVHW
VKDULQJ�LQ�QDUFRWLFV�FDVHV��DQG�����D�IRUIHLWXUH�FRRSHUDWLRQ�DQG�DVVHW�VKDULQJ�DJUHHPHQW�ZLWK�WKH
.LQJGRP�RI�WKH�1HWKHUODQGV��7KH�8QLWHG�6WDWHV�KDV�DVVHW�VKDULQJ�DJUHHPHQWV�ZLWK�&DQDGD��WKH
&D\PDQ�,VODQGV��ZKLFK�ZDV�H[WHQGHG�WR�$QJXLOOD��%ULWLVK�9LUJLQ�,VODQGV��0RQWVHUUDW��DQG�WKH�7XUNV
DQG�&DLFRV�,VODQGV���&RORPELD��(FXDGRU��DQG�0H[LFR�

7R�IDFLOLWDWH�WKH�RQJRLQJ�H[FKDQJH�RI�LQIRUPDWLRQ�WR�FRPEDW�PRQH\�ODXQGHULQJ��WKH�8�6��'HSDUWPHQW
RI�WKH�7UHDVXU\
V�)LQDQFLDO�&ULPHV�(QIRUFHPHQW�1HWZRUN��)LQ&(1��KDV�IRVWHUHG�LQIRUPDWLRQ�H[FKDQJH
ZLWK�RWKHU�ILQDQFLDO�LQWHOOLJHQFH�XQLWV��),8V��DURXQG�WKH�JOREH��DV�ZHOO�DV��RQ�D�FDVH�E\�FDVH�EDVLV��ODZ
HQIRUFHPHQW�DQG�UHJXODWRU\�DJHQFLHV�RI�IRUHLJQ�JRYHUQPHQWV��,Q�D�IHZ�FDVHV��$UJHQWLQD��$XVWUDOLD�
%HOJLXP��)UDQFH��0H[LFR��6ORYHQLD��6SDLQ�DQG�WKH�8QLWHG�.LQJGRP���LQIRUPDWLRQ�H[FKDQJH
DUUDQJHPHQWV�LQYROYLQJ�)LQ&(1�DQG�RWKHU�),8V�KDYH�EHHQ�UHGXFHG�WR�ZULWLQJ�LQ�WKH�IRUP�RI
PHPRUDQGD�RI�XQGHUVWDQGLQJ��028V��RU�DQ�H[FKDQJH�RI�OHWWHUV��3ULRU�WR�WKH�HVWDEOLVKPHQW�RI�WKHVH
W\SHV�RI�LQIRUPDWLRQ�H[FKDQJH�DUUDQJHPHQWV��WKH�8QLWHG�6WDWHV �LQ�OLPLWHG�FLUFXPVWDQFHV�HQWHUHG�LQWR
FRRSHUDWLRQ�DJUHHPHQWV�UHIHUUHG�WR�DV�)LQDQFLDO�,QIRUPDWLRQ�([FKDQJH�$JUHHPHQWV��),($V��IRU�WKH
H[FKDQJH�RI��FXUUHQF\�WUDQVDFWLRQ�LQIRUPDWLRQ��ZLWK�WKH�JRYHUQPHQWV�RI�FHUWDLQ�/DWLQ�$PHULFDQ
FRXQWULHV��&RORPELD��(FXDGRU��0H[LFR��3DUDJXD\��3HUX�DQG�9HQH]XHOD���)LQ&(1
V�PHWKRGV�RI
H[FKDQJLQJ�LQIRUPDWLRQ�ZLWK�RWKHU�),8V�DV�GHVFULEHG�DERYH�DUH�LQWHQGHG�WR�VXSSODQW�WKH �ROG�),($
PRGHO�

7KH�8QLWHG�6WDWHV�KDV�&XVWRPV�0XWXDO�$VVLVWDQFH�$JUHHPHQWV��&0$$V��ZLWK�WKH�(XURSHDQ
&RPPXQLW\�DQG�ZLWK�WKH�IROORZLQJ�FRXQWULHV��$UJHQWLQD��$XVWUDOLD��$XVWULD��%HODUXV��%HOJLXP��&DQDGD�
&RORPELD��&\SUXV��WKH�&]HFK�5HSXEOLF��'HQPDUN��)LQODQG��)UDQFH��*HUPDQ\��*UHHFH��+RQGXUDV�
+XQJDU\��,UHODQG��,VUDHO��,WDO\��-DSDQ��.D]DNKVWDQ��/DWYLD��0H[LFR��0RQJROLD��WKH�1HWKHUODQGV��1HZ
=HDODQG��1RUZD\��3RODQG��3RUWXJDO��5RPDQLD��5XVVLD��6ORYDNLD��6RXWK�.RUHD��6SDLQ��6ZHGHQ��8NUDLQH�
8QLWHG�.LQJGRP�DQG�<XJRVODYLD���7KH�8�6��YLHZ�LV�WKDW�WKH�6RFLDOLVW�)HGHUDO�5HSXEOLF�RI�<XJRVODYLD
�6)5<��KDV�GLVVROYHG�DQG�WKDW�WKH�&0$$�FRQWLQXHV�WR�DSSO\�WR�WKH�VXFFHVVRUV�WKDW�IRUPHUO\�PDGH�XS
WKH�6)5<³%RVQLD�DQG�+HU]HJRYLQD��&URDWLD��WKH�)RUPHU�<XJRVODY�5HSXEOLF�RI�0DFHGRQLD��6ORYHQLD�
DQG�WKH�)HGHUDO�5HSXEOLF�RI�<XJRVODYLD���7KH�8QLWHG�6WDWHV�KDV�&0$$V��QHJRWLDWHG�EXW�QRW�\HW�LQ
IRUFH��ZLWK�WKH�IROORZLQJ�FRXQWULHV��35&��/LWKXDQLD��3DQDPD��WKH�3KLOLSSLQHV��6RXWK�$IULFD��7XUNH\�
DQG�9HQH]XHOD��$OO�RI�WKH�DJUHHPHQWV�DUH�SDWWHUQHG�DIWHU�D�&XVWRPV�2UJDQL]DWLRQ�0RGHO�&0$$��6LQFH
DVVLVWDQFH�FDQ�EH�SURYLGHG�LQ�WKH�HQIRUFHPHQW�RI�DQ\�ODZV�UHODWHG�WR�FXVWRPV��WKH�8�6��&XVWRPV



6HUYLFH�XVHV�WKHVH�DJUHHPHQWV�WR�DVVLVW�LQ�WKH�JDWKHULQJ�RI�LQIRUPDWLRQ�DQG�HYLGHQFH�IRU�FULPLQDO�DQG
FLYLO�FDVHV�LQYROYLQJ�WUDGH�IUDXG��VPXJJOLQJ��YLRODWLRQV�RI�H[SRUW�FRQWURO�ODZV��DQG�PRVW�UHFHQWO\��LQ�WKH
JURZLQJ�HIIRUW�WR�FRPEDW�QDUFRWLFV�WUDIILFNLQJ�DQG�PRQH\�ODXQGHULQJ�

$VVHW�6KDULQJ

3XUVXDQW�WR����8�6�&��������L������8�6�&��������H�����(���DQG����8�6�&���������K������WKH�8QLWHG
6WDWHV�LV�DXWKRUL]HG�WR�VKDUH�DVVHWV�ZLWK�FRXQWULHV�WKDW�IDFLOLWDWH�WKH�IRUIHLWXUH�RI�FULPLQDO�SURFHHGV�
8QGHU�WKLV�DXWKRULW\��WKH�'HSDUWPHQWV�RI�-XVWLFH��6WDWH�DQG�7UHDVXU\�KDYH�DJJUHVVLYHO\�VRXJKW�WR
HQFRXUDJH�IRUHLJQ�JRYHUQPHQWV�WR�FRRSHUDWH�LQ�MRLQW�LQYHVWLJDWLRQV�RI�GUXJ�WUDIILFNLQJ�DQG�PRQH\
ODXQGHULQJ��RIIHULQJ�WKH�SRVVLELOLW\�RI�VKDULQJ�LQ�IRUIHLWHG�DVVHWV��$�SDUDOOHO�JRDO�KDV�EHHQ�WR�HQFRXUDJH
VSHQGLQJ�RI�WKHVH�DVVHWV�WR�LPSURYH�QDUFRWLFV�ODZ�HQIRUFHPHQW��7KH�ORQJ�WHUP�JRDO�KDV�EHHQ�WR
HQFRXUDJH�JRYHUQPHQWV�WR�LPSURYH�DVVHW�IRUIHLWXUH�ODZV�DQG�SURFHGXUHV��VR�WKDW�WKH\�ZLOO�EH�DEOH�WR
FRQGXFW�LQYHVWLJDWLRQV�DQG�SURVHFXWLRQV�RI�GUXJ�WUDIILFNLQJ�DQG�PRQH\�ODXQGHULQJ�ZKLFK�LQFOXGHV�DVVHW
IRUIHLWXUH��7KH�8QLWHG�6WDWHV�DQG�LWV�SDUWQHUV�LQ�WKH�*���DUH�FXUUHQWO\�SXUVXLQJ�D�SURJUDP�WR�VWUHQJWKHQ
DVVHW�IRUIHLWXUH�DQG�VKDULQJ�UHJLPHV��7R�GDWH��&DQDGD��&D\PDQ�,VODQGV��+RQJ�.RQJ��-HUVH\�
6ZLW]HUODQG��DQG�WKH�8QLWHG�.LQJGRP�KDYH�VKDUHG�IRUIHLWHG�DVVHWV�ZLWK�WKH�8QLWHG�6WDWHV�

)URP�LWV�LQFHSWLRQ�LQ������WKURXJK�'HFHPEHU�������WKH�LQWHUQDWLRQDO�DVVHW�VKDULQJ�SURJUDP
DGPLQLVWHUHG�E\�WKH�'HSDUWPHQW�RI�-XVWLFH�KDV�UHVXOWHG�LQ�WKH�IRUIHLWXUH�LQ�WKH�8QLWHG�6WDWHV
����������������RI�ZKLFK�����������������ZDV�VKDUHG�ZLWK�IRUHLJQ�JRYHUQPHQWV�WKDW�FRRSHUDWHG�DQG
DVVLVWHG�LQ�WKH�LQYHVWLJDWLRQV��,Q�������WKH�'HSDUWPHQW�RI�-XVWLFH�WUDQVIHUUHG�IRUIHLWHG�SURFHHGV�WR
%DUEDGRV����������������&DQDGD���������������(FXDGRU���������������+RQJ�.RQJ���������������
6ZLW]HUODQG����������������7KDLODQG��������������DQG�8QLWHG�.LQJGRP����������������3ULRU�UHFLSLHQWV
RI�VKDUHG�DVVHWV�������������LQFOXGH��$UJHQWLQD��WKH�%DKDPDV��%ULWLVK�9LUJLQ�,VODQGV��&DQDGD��WKH
&D\PDQ�,VODQGV��&RORPELD��&RVWD�5LFD��(FXDGRU��(J\SW��*XDWHPDOD��*XHUQVH\��+XQJDU\��,VOH�RI�0DQ�
,VUDHO��/LHFKWHQVWHLQ��/X[HPERXUJ��1HWKHUODQGV�$QWLOOHV��3DUDJXD\��5RPDQLD��6ZLW]HUODQG��WKH�8QLWHG
.LQJGRP�DQG�9HQH]XHOD�

)URP�LWV�LQFHSWLRQ�LQ������WKURXJK�'HFHPEHU�������WKH�LQWHUQDWLRQDO�DVVHW�VKDULQJ�SURJUDP
DGPLQLVWHUHG�E\�WKH�'HSDUWPHQW�RI�7UHDVXU\�KDV�UHVXOWHG�LQ�WKH�IRUIHL WXUH�LQ�WKH�8QLWHG�6WDWHV�RI
DSSUR[LPDWHO\����������������RI�ZKLFK���������������ZDV�VKDUHG�ZLWK�IRUHLJQ�JRYHUQPHQWV�ZKLFK
FRRSHUDWHG�DQG�DVVLVWHG�LQ�WKH�LQYHVWLJDWLRQV��,Q�������WKH�'HSDUWPHQW�RI�7UHDVXU\�WUDQVIHUUHG
IRUIHLWHG�SURFHHGV�WR�&D\PDQ�,VODQGV������������������&DQDGD����������������'RPLQLFDQ�5HSXEOLF
��������������1HWKHUODQGV������������������3RUWXJDO���������������6ZLW]HUODQG���������������DQG
8QLWHG�.LQJGRP����������������3ULRU�UHFLSLHQWV�RI�VKDUHG�DVVHWV�������������LQFOXGH�$UXED��WKH
%DKDPDV��&DQDGD��WKH�&D\PDQ�,VODQGV��(J\SW��*XHUQVH\��-HUVH\��0H[LFR��4DWDU��6ZLW]HUODQG��DQG�WKH
8QLWHG�.LQJGRP�

0XOWLODWHUDO�$FWLYLWLHV

)LQDQFLDO�$FWLRQ�7DVN�)RUFH

7KH�)LQDQFLDO�$FWLRQ�7DVN�)RUFH�RQ�0RQH\�/DXQGHULQJ��)$7)���ZKLFK�ZDV�HVWDEOLVKHG�DW�WKH�*��
(FRQRPLF�6XPPLW�LQ�3DULV�LQ�������LV�DQ�LQWHU�JRYHUQPHQWDO�ERG\�ZKRVH�SXUSRVH�LV�WKH�GHYHORSPHQW
DQG�SURPRWLRQ�RI�SROLFLHV�WR�FRPEDW�PRQH\�ODXQGHULQJ��,Q�������WKH�)$7)�LVVXHG�)RUW\
5HFRPPHQGDWLRQV�WR�ILJKW�WKLV�SKHQRPHQRQ��7KH�5HFRPPHQGDWLRQV�ZHUH�UHYLVHG�LQ������WR�UHIOHFW
FKDQJHV�LQ�PRQH\�ODXQGHULQJ�WUHQGV��7KHVH�UHFRPPHQGDWLRQV�DUH�GHVLJQHG�WR�SUHYHQW�SURFHHGV�RI
FULPH�IURP�EHLQJ�XWLOL]HG�LQ�IXWXUH�FULPLQDO�DFWLYLWLHV�DQG�IURP�DIIHFWLQJ�OHJLWLPDWH�HFRQRPLF�DFWLYLWLHV�

,Q�-XQH�������PHPEHUVKLS�RI�WKH�)$7)�H[SDQGHG�IURP����WR����JRYHUQPHQWV����DQG�WZR�UHJLRQDO
RUJDQL]DWLRQV�����UHSUHVHQWLQJ�WKH�PDMRU�ILQDQFLDO�FHQWHUV�RI�1RUWK�$PHULFD��(XURSH�DQG�$VLD�
$UJHQWLQD��%UD]LO�DQG�0H[LFR��ZKR�KDG�SDUWLFLSDWHG�LQ�WKH�ZRUN�RI�WKH�)$7)�DV�REVHUYHUV�VLQFH
6HSWHPEHU�������ZHUH�DFFHSWHG�DV�IXOO�PHPEHUV��7KH�GHOHJDWLRQV�RI�WKH�7DVN�)RUFH
V�PHPEHUV�DUH
GUDZQ�IURP�D�ZLGH�UDQJH�RI�GLVFLSOLQHV��LQFOXGLQJ�H[SHUWV�IURP�WKH�0LQLVWULHV�RI�)LQDQFH��-XVWLFH�
,QWHULRU�DQG�([WHUQDO�$IIDLUV��ILQDQFLDO�UHJXODWRU\�DXWKRULWLHV�DQG�ODZ�HQIRUFHPHQW�DJHQFLHV�

����$UJHQWLQD��$XVWUDOLD��$XVWULD��%HOJLXP��%UD]LO��&DQDGD��'HQPDUN��)LQODQG��)UDQFH��*HUPDQ\��*UHHFH��+RQJ�.RQJ��&KLQD��,FHODQG��,UHODQG�

,WDO\�� -DSDQ�� /X[HPERXUJ�� 0H[LFR�� WKH� .LQJGRP� RI� WKH� 1HWKHUODQGV�� 1HZ� =HDODQG�� 1RUZD\�� 3RUWXJDO�� 6LQJDSRUH�� 6SDLQ�� 6ZHGHQ�

6ZLW]HUODQG��7XUNH\��WKH�8QLWHG�.LQJGRP�DQG�WKH�8QLWHG�6WDWHV�

����(XURSHDQ�&RPPLVVLRQ�DQG�*XOI�&R�RSHUDWLRQ�&RXQFLO�

)$7)�IRFXVHG�RQ�VHYHUDO�PDMRU�LQLWLDWLYHV�GXULQJ�������$V�PHQWLRQHG��)$7)�WRRN�FRQFUHWH�VWHSV�WR



HQODUJH�LWV�PHPEHUVKLS�ZLWK�WKH�FRPSOHWLRQV�RI�WKH�PXWXDO�HYDOXDWLRQV�RI�$UJHQWLQD��%UD]LO�DQG
0H[LFR��7KH�SULQFLSDO�REMHFWLYH�RI�WKHVH�HYDOXDWLRQV�ZDV�WR�GHWHUPLQH�ZKHWKHU�WKHVH�FRXQWULHV
FRPSOLHG�ZLWK�FHUWDLQ�IXQGDPHQWDO�DQWL�PRQH\�ODXQGHULQJ�UHTXLUHPHQWV��WKH�LPSOHPHQWDWLRQ�RI�ZKLFK
LV�D�SUH�FRQGLWLRQ�WR�EHFRPLQJ�D�IXOO�PHPEHU�RI�WKH�)$7)�

7KURXJKRXW�������WKH�)$7)�FRQWLQXHG�LWV�HIIRUWV�WR�SHUVXDGH�$XVWULD�WR�HOLPLQDWH�LWV�V\VWHP�RI
DQRQ\PRXV�VDYLQJV�SDVVERRNV��2Q�)HEUXDU\����������WKH�)$7)�GHFLGHG�WR�VXVSHQG�$XVWULD�DV�RQH�RI
LWV�PHPEHUV�LQ�-XQH������XQOHVV�DFWLRQ�ZDV�WDNHQ�WR�HOLPLQDWH�DQRQ\PRXV�SDVVERRNV��)ROORZLQJ�WKLV
XQSUHFHGHQWHG�PRYH��WKH�*RYHUQPHQW�RI�$XVWULD�WRRN�WKH�DSSURSULDWH�VWHSV�WR�PHHW�WKH�FRQGLWLRQV
UHTXLUHG�E\�WKH�)$7)�DQG�WKXV�DYHUW�VXVSHQVLRQ�RI�LWV�PHPEHUVKLS��WKURXJK�QHZ�OHJLVODWLRQ�DQG
LVVXDQFH�RI�D�EDQNLQJ�FLUFXODU�

7KH�\HDU������DOVR�PDUNHG�WKH�FRPSOHWLRQ�RI�)$7)
V�ILUVW�SKDVH�RI�WKH�LPSRUWDQW�ZRUN�RQ�1RQ�
&RRSHUDWLYH�&RXQWULHV�RU�7HUULWRULHV��1&&7V���7KLV�ZRUN�UHVXOWHG�LQ�WKH�-XQH�SXEOLFDWLRQ�RI�D�UHSRUW
HQWLWOHG�5HYLHZ�WR�,GHQWLI\�1RQ�&RRSHUDWLYH�&RXQWULHV�DQG�7HUULWRULHV��,QFUHDVLQJ�WKH�:RUOGZLGH�(IIHFWLYHQHVV�RI
$QWL�0RQH\�/DXQGHULQJ�0HDVXUHV�����7KLV�UHSRUW�GHVFULEHV�WKH�SURFHVV�DQG�SURYLGHV�VXPPDULHV�RI
MXULVGLFWLRQV�FRQVLGHUHG�WR�EH�RI�FRQFHUQ��7KH�DLP�RI�WKH�ZRUN�LV�WR�HQKDQFH�WKH�OHYHO�RI�SURWHFWLRQ�IRU
WKH�ZRUOG
V�ILQDQFLDO�V\VWHP�DQG�WR�SUHYHQW�WKH�FLUFXPYHQWLRQ�RI�WKH�DQWL�ODXQGHULQJ�PHDVXUHV
LQWURGXFHG�RYHU�WKH�ODVW�WHQ�\HDUV��7R�HQVXUH�WUDQVSDUHQF\�DQG�VRXQG�RSHUDWLRQ�LQ�WKH�LQWHUQDWLRQDO
ILQDQFLDO�V\VWHP��LW�LV�GHVLUDEOH�WKDW�DOO�ILQDQFLDO�FHQWHUV�DFURVV�WKH�ZRUOG�KDYH�FRPSUHKHQVLYH�FRQWUROV�
UHJXODWLRQV�DQG�VXSHUYLVRU\�DUUDQJHPHQWV�LQ�SODFH�DQG�WKDW�DOO�ILQDQFLDO�DJHQWV�DVVXPH�DQWL�PRQH\
ODXQGHULQJ�REOLJDWLRQV�

���7KLV�UHSRUW�FDQ�EH�IRXQG�RQ�WKH�)$7)�KRPH�SDJH�DW�KWWS���ZZZ�RHFG�RUJ�IDWI�

7R�WDFNOH�WKLV�TXHVWLRQ��IDWI�HVWDEOLVKHG�DQ�$G�+RF�*URXS�RQ�1&&7V�WR�GLVFXVV�LQ�PRUH�GHSWK�WKH
DFWLRQ�WR�EH�WDNHQ�ZLWK�UHJDUG�WR�WKHVH�FRXQWULHV�DQG�WHUULWRULHV��7KURXJKRXW�������WKH�$G�+RF�*URXS
RQ�1&&7V�PHW�LQ�WKH�PDUJLQV�RI�DOO�)$7)�3OHQDU\�PHHWLQJV��DQG�DXWRQRPRXVO\�RQ�0D\������������
LQ�3DULV��$IWHU�WKH�)$7)�DGRSWHG�FULWHULD�IRU�GHILQLQJ�QRQ�FRRSHUDWLYH�FRXQWULHV�DQG�WHUULWRULHV����
MXULVGLFWLRQV�ZHUH�VHOHFWHG�IRU�UHYLHZ�LQ�)HEUXDU\�������7KH�DVVHVVPHQWV�WRRN�SODFH�EHWZHHQ�)HEUXDU\
DQG�-XQH��)LIWHHQ�RI�WKRVH�FRXQWLHV��%DKDPDV��&D\PDQ�,VODQGV��&RRN�,VODQGV��'RPLQLFD��,VUDHO�
/HEDQRQ��/LHFKWHQVWHLQ��0DUVKDOO�,VODQGV��1DXUX��1LXH��3DQDPD��3KLOLSSLQHV��5XVVLD��6W��.LWWV�DQG
1HYLV�DQG�6W��9LQFHQW�DQG�WKH�*UHQDGLQHV��ZHUH�LGHQWLILHG�LQ�WKH�UHSRUW�DV�KDYLQJ�VHULRXV�GHILFLHQFLHV
LQ�WKHLU�DQWL�PRQH\�ODXQGHULQJ�V\VWHPV�DQG�WKXV�QDPHG��QRQ�FRRSHUDWLYH���,PPHGLDWHO\�IROORZLQJ�WKH
LVVXDQFH�RI�WKH�-XQH�1&&7�UHSRUW��WKH�*���PHPEHUV�LVVXHG�DGYLVRULHV�WR�WKHLU�ILQDQFLDO�LQVWLWXWLRQV
UHFRPPHQGLQJ�LQFUHDVHG�VFUXWLQ\�RI�WUDQVDFWLRQV�LQYROYLQJ�WKHVH�MXULVGLFWLRQV��$�QXPEHU�RI�RWKHU
)$7)�PHPEHUV�IROORZHG�ZLWK�VLPLODU�DGYLVRULHV�

7KH�)$7)�WKHQ�GHWHUPLQHG�WKDW�DGGLWLRQDO�MXULVGLFWLRQV�VKRXOG�EH�H[DPLQHG�LQ�WKH�VHFRQG�URXQG�RI
1&&7�UHYLHZV�DQG�WRRN�VWRFN�RI�WKH�SURJUHVV�PDGH�E\�WKH����MXULVGLFWLRQV�LGHQWLILHG�LQ�-XQH��2Q
2FWREHU����������WKH�)$7)�LVVXHG�D�SUHVV�UHOHDVH�WKDW�ZHOFRPHG�WKH�VLJQLILFDQW��UDSLG�SURJUHVV�PDGH
E\�PDQ\�RI�WKH�MXULVGLFWLRQV�WKDW�LW�KDG�LGHQWLILHG�LQ�-XQH�DV��QRQ�FRRSHUDWLYH��LQ�WKH�ILJKW�DJDLQVW
PRQH\�ODXQGHULQJ��$V�RI�2FWREHU��VHYHQ�RI�WKH�1&&7V��%DKDPDV��&D\PDQ�,VODQGV��&RRN�,VODQGV�
,VUDHO��/LHFKWHQVWHLQ��3DQDPD�DQG�6W��9LQFHQW�DQG�WKH�*UHQDGLQHV��KDG�HQDFWHG�OHJLVODWLRQ�WR�DGGUHVV
GHILFLHQFLHV�LGHQWLILHG�E\�WKH�)$7)�DQG�VHYHUDO�RWKHUV�KDG�WDNHQ�VWHSV�RU�PDGH�SROLWLFDO�FRPPLWPHQWV
WR�GR�WKH�VDPH��7KH�)$7)�GHFLGHG�WR�PRQLWRU�SURJUHVV�WRZDUGV�PHHWLQJ�LQWHUQDWLRQDO�VWDQGDUGV�DQG
DGGUHVVLQJ�WKH�GHILFLHQFLHV�SUHYLRXVO\�LGHQWLILHG��)RU�H[DPSOH��LQ�WKH�FRQWH[W�RI�WKH�GLDORJXH�LQLWLDWHG
E\�WKH�)$7)
V�1&&7�H[HUFLVH��WKH�*RYHUQRU�RI�WKH�&HQWUDO�%DQN�RI�6H\FKHOOHV�LQIRUPHG�WKH�)$7)
3UHVLGHQW�WKDW�WKH�(FRQRPLF�'HYHORSPHQW�$FW������KDV�EHHQ�UHSHDOHG�RQ�-XO\�����������7KH�)$7)
WKHUHIRUH�OLIWHG�5HFRPPHQGDWLRQ����DJDLQVW�WKH�6H\FKHOOHV�

,Q�)HEUXDU\�������)$7)�LVVXHG�D�SUHVV�UHOHDVH�DFNQRZOHGJLQJ�WKDW�VHYHQ�MXULVGLFWLRQV³WKH�%DKDPDV�
WKH�&D\PDQ�,VODQGV��WKH�&RRN�,VODQGV��,VUDHO��/LHFKWHQVWHLQ��WKH�0DUVKDOO�,VODQGV�DQG�3DQDPD³KDYH
HQDFWHG�PRVW��LI�QRW�DOO��OHJLVODWLRQ�QHHGHG�WR�UHPHG\�WKH�GHILFLHQFLHV�LGHQWLILHG�LQ�-XQH�������2Q�WKH
EDVLV�RI�WKDW�SURJUHVV��WKRVH�VHYHQ�MXULVGLFWLRQV�KDYH�EHHQ�LQYLWHG�WR�VXEPLW�WR�)$7)�LPSOHPHQWDWLRQ
SODQV�WR�HQDEOH�)$7)�WR�HYDOXDWH�WKH�DFWXDO�LPSOHPHQWDWLRQ�RI�WKH�OHJLVODWLYH�FKDQJHV��7KH�)$7)�ZLOO
EH�DVVHVVLQJ�WKH�SURJUHVV�PDGH�E\�WKHVH�MXULVGLFWLRQV�GXULQJ������WR�GHWHUPLQH�ZKHWKHU�DQ\
MXULVGLFWLRQV�VKRXOG�EH�UHPRYHG�IURP�WKH�OLVW�RI�1&&7V��7KHVH�DVVHVVPHQWV�ZLOO�EH�GRQH�LQLWLDOO\�E\
WKH�)$7)�UHYLHZ�JURXSV��LQFOXGLQJ�WKURXJK�IDFH�WR�IDFH�PHHWLQJV��DQG�ZLOO�EH�GLVFXVVHG�DV�D�SULRULW\
LWHP�DW�HDFK�3OHQDU\�RI�)$7)��,Q�PDNLQJ�WKHVH�DVVHVVPHQWV��WKH�)$7)�ZLOO�ORRN�IRU�WKH�H[LVWHQFH�RI
FRPSUHKHQVLYH�DQG�HIIHFWLYH�DQWL�PRQH\�ODXQGHULQJ�V\VWHPV��'HFLVLRQV�WR�DGG�RU�GHOHWH�FRXQWULHV�IURP
WKH�OLVW�SXEOLVKHG�LQ�-XQH������ZLOO�EH�WDNHQ�LQ�WKH�)$7)�3OHQDU\�LQ�-XQH������

,Q�GHFLGLQJ�ZKHWKHU�D�MXULVGLFWLRQ�VKRXOG�EH�UHPRYHG�IURP�WKH�OLVW��WKH�)$7)�3OHQDU\�PXVW�EH�VDWLVILHG
WKDW�WKH�MXULVGLFWLRQ�KDV�DGGUHVVHG�WKH�GHILFLHQFLHV�SUHYLRXVO\�LGHQWLILHG��7KH�)$7)�ZLOO�UHO\�RQ�LWV



FROOHFWLYH�MXGJPHQW��DQG�ZLOO�DWWDFK�SDUWLFXODU�LPSRUWDQFH�WR�UHIRUPV�LQ�WKH�DUHD�RI�FULPLQDO�ODZ�
ILQDQFLDO�VXSHUYLVLRQ��FXVWRPHU�LGHQWLILFDWLRQ��VXVSLFLRXV�DFWLYLW\�UHSRUWLQJ��DQG�LQWHUQDWLRQDO�FR�
RSHUDWLRQ��$V�QHFHVVDU\��OHJLVODWLRQ�DQG�UHJXODWLRQV�ZLOO�QHHG�WR�EH�HQDFWHG�DQG�KDYH�FRPH�LQWR�HIIHFW
EHIRUH�UHPRYDO�IURP�WKH�OLVW�FDQ�EH�FRQVLGHUHG��,Q�DGGLWLRQ��WKH�)$7)�ZLOO�VHHN�WR�HQVXUH�WKDW�WKH
MXULVGLFWLRQ�LV�LPSOHPHQWLQJ�WKH�QHFHVVDU\�UHIRUPV��7KXV��LQIRUPDWLRQ�UHODWHG�WR�LQVWLWXWLRQDO
DUUDQJHPHQWV��DV�ZHOO�DV�WKH�ILOLQJ�DQG�XWLOL]DWLRQ�RI�VXVSLFLRXV�DFWLYLW\�UHSRUWV��H[DPLQDWLRQV�RI
ILQDQFLDO�LQVWLWXWLRQV��DQG�WKH�FRQGXFW�RI�PRQH\�ODXQGHULQJ�LQYHVWLJDWLRQV��ZLOO�EH�FRQVLGHUHG�

,Q�������WKH�)$7)�DJUHHG�WR�LQLWLDWH�D�UHYLHZ�RI�WKH�)RUW\�5HFRPPHQGDWLRQV��LQFOXGLQJ�WKH�LVVXHV�RI
SDUWLFXODU�FRQFHUQ�IRU�DQWL�PRQH\�ODXQGHULQJ�SXUSRVHV�LGHQWLILHG�LQ�WKH�-XQH������5HSRUW�RQ�1&&7V�
7KH�)$7)�GLVFXVVHG�KRZ�EHVW�WR�DSSURDFK�WKLV�H[HUFLVH�DQG�DJUHHG�WKDW�ZRUN�VKRXOG�EHJLQ�WR�FRQGXFW
DQ�LQLWLDO�H[DPLQDWLRQ�RQ�WKH�VSHFLILF�LVVXHV�RI�FRQFHUQ�ZLWK�WKH�JRDO�RI�HVWDEOLVKLQJ�RQH�RU�PRUH
ZRUNLQJ�JURXSV�LQ�������7KH�WKUHH�PDMRU�LVVXHV�RI�FRQFHUQ�DUH�WKH�LGHQWLILFDWLRQ�RI�FOLHQWV��H�J�
WKURXJK�HOLJLEOH�LQWURGXFHUV�RU�WKURXJK�HOHFWURQLF�EDQNLQJ�WUDQVDFWLRQV���QRQ�ILQDQFLDO�SURIHVVLRQV��H�J�
ODZ\HUV��DFFRXQWDQWV��D�N�D���JDWHNHHSHUV���DQG�QRQ�FRUSRUDWH�HQWLWLHV��H�J��LQWHUQDWLRQDO�EXVLQHVV
FRPSDQLHV�DQG�WUXVWV���7KLV�ZRUN�ZLOO�LQYROYH�WKH�SDUWLFLSDWLRQ�RI�DOO�)$7)�PHPEHU�FRXQWULHV�DV�ZHOO
DV�)$7)�VW\OH�UHJLRQDO�ERGLHV��,W�LV�DOVR�HQYLVDJHG�WKDW�)$7)�ZLOO�LQYROYH�WKH�SULYDWH�VHFWRU�DW�VRPH
VWDJH�RI�WKLV�UHYLHZ�

8QGHU�WKH�FKDLUPDQVKLS�RI�WKH�8QLWHG�6WDWHV��WKH�DQQXDO�VWXG\�RI�PRQH\�ODXQGHULQJ�W\SRORJLHV�ZDV
SXEOLVKHG�LQ�)HEUXDU\����������7KH�UHSRUW�ZDV�EDVHG�RQ�D�PHHWLQJ�RI�H[SHUWV��ZKLFK�ZDV�FRQGXFWHG�LQ
:DVKLQJWRQ��'&�RQ�1RYHPEHU��������������7KLV�UHSRUW�FRYHUHG�WKH�YXOQHUDELOLWLHV�RI�,QWHUQHW
EDQNLQJ��WKH�LQFUHDVLQJ�UHDFK�RI�DOWHUQDWLYH�UHPLWWDQFH�V\VWHPV��WKH�UROH�RI�FRPSDQ\�IRUPDWLRQ�DJHQWV
DQG�WKHLU�VHUYLFHV��LQWHUQDWLRQDO�WUDGH�UHODWHG�DFWLYLWLHV�DV�D�FRYHU�IRU�PRQH\�ODXQGHULQJ��DQG�VSHFLILF
PRQH\�ODXQGHULQJ�WUHQGV�LQ�YDULRXV�UHJLRQV�RI�WKH�ZRUOG��7KH�����������UHSRUW�UHSUHVHQWHG�WKH�ILUVW
WLPH�FRXQWULHV�RXWVLGH�RI�WKH�)$7)�SDUWLFLSDWHG�LQ�WKH�W\SRORJLHV�H[HUFLVH�PDNLQJ�LW�DQ�XQSUHFHGHQWHG
DQG�WUXO\�JOREDO�UHYLHZ�RI�DQWL�PRQH\�ODXQGHULQJ�DFWLYLW\��2Q�'HFHPEHU�����������)$7)�FRQGXFWHG
LWV�VXEVHTXHQW�H[SHUWV�PHHWLQJ�LQ�2VOR��1RUZD\��7KH�VSHFLDOL]HG�WRSLFV�LQFOXGHG�RQ�OLQH�EDQNLQJ�
WUXVWV�DQG�RWKHU�QRQ�FRUSRUDWH�HQWLWLHV��QRQ�ILQDQFLDO�SURIHVVLRQDOV��DQG�WKH�UROH�RI�FDVK�DQG�DOWHUQDWH
SD\PHQW�V\VWHPV��7KH�UHVXOWV�RI�WKLV�PHHWLQJ�ZHUH�SXEOLVKHG�LQ�)HEUXDU\������

7KH�*XOI�&R�RSHUDWLRQ�&RXQFLO��*&&��LV�LQ�WKH�XQLTXH�SRVLWLRQ�RI�EHLQJ�D�PHPEHU�RI�)$7)��EXW�ZLWK
QRQ�)$7)�PHPEHU�FRXQWULHV�DV�LWV�FRQVW LWXHQWV�����'XULQJ�������QRWLFHDEOH�SURJUHVV�ZDV�PDGH�WR
LPSURYH�WKH�LPSOHPHQWDWLRQ�RI�HIIHFWLYH�DQWL�PRQH\�ODXQGHULQJ�V\VWHPV�ZLWKLQ�WKH�*&&�6WDWHV��2Q
-DQXDU\�������������LQ�5L\DGK��WKH�*&&�KHOG�D�WHFKQLFDO�VHPLQDU�IRU�LWV�PHPEHU�6WDWHV�ZLWK�WKH
SDUWLFLSDWLRQ�RI�WKH�)$7)�6HFUHWDULDW�RQ�WKH�VXEMHFW�RI�VHOI�DVVHVVPHQW�DQG�PXWXDO�HYDOXDWLRQ
SURFHGXUHV��,Q�DGGLWLRQ��ILYH�PHPEHUV�RI�WKH�*&&��%DKUDLQ��.XZDLW��2PDQ��4DWDU�DQG�WKH�8QLWHG
$UDE�(PLUDWHV��KDYH�DJUHHG�WR�XQGHUJR�D�PXWXDO�HYDOXDWLRQ��7KH�ILUVW�RQ�VLWH�YLVLW�RI�WKHVH�HYDOXDWLRQV
WRRN�SODFH�LQ�%DKUDLQ�RQ�-XQH������������DQG�ZLOO�EH�IROORZHG�E\�RWKHU�H[DPLQDWLRQV�

����7KLV�UHSRUW�FDQ�EH�IRXQG�RQ�WKH�)$7)�KRPH�SDJH�DW�KWWS���ZZZ�RHFG�RUJ�IDWI�

����%DKUDLQ��.XZDLW��2PDQ��4DWDU��6DXGL�$UDELD�DQG�WKH�8QLWHG�$UDE�(PLUDWHV�

7KH�FXUUHQW�PDQGDWH�RI�WKH�)$7)��DV�DJUHHG�DW�D�PHHWLQJ�RI�)$7)
V�0LQLVWHUV�RQ�$SULO�����������FDOOV
IRU�FORVH�FR�RSHUDWLRQ�ZLWK�WKH�UHOHYDQW�LQWHUQDWLRQDO�RUJDQL]DWLRQV�DQG�LQ�SDUWLFXODU�WKH�LQWHUQDWLRQDO
ILQDQFLDO�LQVWLWXWLRQV��,),V���7KURXJKRXW�������WKH�)$7)�GLVFXVVHG�KRZ�WR�EHWWHU�LQFRUSRUDWH
PHDVXUHV�DJDLQVW�ILQDQFLDO�DEXVH�LQWR�WKH�,),V�DFWLYLWLHV��0DLQO\��WKH�LVVXHV�IRFXVHG�RQ�LQIRUPDWLRQ
VKDULQJ�EHWZHHQ�WKH�)$7)�DQG�WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG��,0)���WKH�DYDLODELOLW\�RI�)$7)
H[SHUWV�WR�SDUWLFLSDWH�LQ�,0)�UHYLHZV�DQG�DVVHVVPHQWV��DQG�WKH�H[WHQW�WR�ZKLFK�WKH�)$7)���
5HFRPPHQGDWLRQV�PLJKW�DSSURSULDWHO\�EH�LQFOXGHG�LQ�VWUXFWXUDO�DVVHVVPHQWV�SHUIRUPHG�E\�WKH�,0)

7KH�)$7)�FRQWLQXHG�WR�DQDO\]H�WKH�TXHVWLRQ�RI�FR�RSHUDWLRQ�EHWZHHQ�DQWL�PRQH\�ODXQGHULQJ
DXWKRULWLHV�DQG�WD[�DGPLQLVWUDWLRQV��7KH�REMHFWLYHV�RI�WKLV�FR�RSHUDWLRQ�ZHUH�WR�HQVXUH�WKDW�VXVSLFLRXV
WUDQVDFWLRQ�UHSRUWLQJ�REOLJDWLRQV�ZHUH�QRW�XQGHUPLQHG�E\�WKH�VR�FDOOHG��ILVFDO�H[FXVH��DQG�WR�SHUPLW�
WR�WKH�IXOOHVW�H[WHQW�SRVVLEOH��WKH�H[FKDQJH�RI�LQIRUPDWLRQ�EHWZHHQ�DQWL�PRQH\�ODXQGHULQJ�DQG�WD[
DXWKRULWLHV�ZLWKRXW�MHRSDUGL]LQJ�WKH�HIIHFWLYHQHVV�RI�DQWL�PRQH\�ODXQGHULQJ�V\VWHPV��2Q�)HEUXDU\���
������WKH�)$7)�DQG�2(&'�&RPPLWWHH�RQ�)LVFDO�$IIDLUV�KHOG�D�VHFRQG�LQIRUPDO�FRQWDFW�PHHWLQJ�WR
FRQVLGHU�WKH�LVVXH�RI�FRRSHUDWLRQ�EHWZHHQ�WD[�DXWKRULWLHV�DQG�DQWL�PRQH\�ODXQGHULQJ�DXWKRULWLHV��:KLOH
LW�ZDV�DJUHHG�WKDW�WD[�DQG�DQWL�PRQH\�ODXQGHULQJ�DXWKRULWLHV�KDYH�GLVWLQFW�SULRULWLHV��ZRUN�RQ
FRRSHUDWLRQ�LVVXHV�ZLOO�FRQWLQXH�LQ�WKH�IXWXUH�

2QH�RI�WKH�)$7)
V�JRDOV�LV�WR�HQFRXUDJH�FR�RSHUDWLRQ�ZLWK�WKH�SULYDWH�VHFWRU�LQ�WKH�GHYHORSPHQW�RI
SROLFLHV�DQG�SURJUDPV�WR�FRPEDW�PRQH\�ODXQGHULQJ��7R�IXUWKHU�WKLV�DLP��D�WKLUG�)RUXP�ZDV�FRQYHQHG
RQ�)HEUXDU\���������ZLWK�UHSUHVHQWDWLYHV�IURP�WKH�ILQDQFLDO�VHUYLFHV�LQGXVWU\�DQG�DFFRXQWLQJ



SURIHVVLRQV�����7KH�SXUSRVH�RI�WKLV�HYHQW�ZDV�WR�GLVFXVV�ZLWK�WKH�SULYDWH�VHFWRU��DUHDV�RI�FRPPRQ
LQWHUHVW�DQG�WKH�EHVW�ZD\�WR�GHYHORS�PHDVXUHV�WR�SUHYHQW�DQG�GHWHFW�PRQH\�ODXQGHULQJ�WKURXJK�WKH
ILQDQFLDO�FRPPXQLW\��)RXU�JHQHUDO�WRSLFV�ZHUH�DGGUHVVHG�LQ�WKH�)RUXP��FXUUHQW�PRQH\�ODXQGHULQJ
WUHQGV��IHHGEDFN�WR�LQVWLWXWLRQV�UHSRUWLQJ�VXVSLFLRXV�WUDQVDFWLRQV��WKH�UROH�RI�WKH�DFFRXQWLQJ�SURIHVVLRQ
LQ�LGHQW LI\LQJ�DQG�GLVFRXUDJLQJ�PRQH\�ODXQGHULQJ�DQG�WKH�LVVXHV�UDLVHG�E\�WKH�ZLUH�WUDQVIHUV�RI�IXQGV�

�����5HSUHVHQWDWLYHV�DWWHQGHG�WKH�)RUXP�IURP�)$7)�PHPEHUV��QDWLRQDO�EDQNLQJ��ILQDQFLDO�DQG�DFFRXQWLQJ�DVVRFLDWLRQV��DQG�FRPSDQLHV�VXFK

DV�6:,)7�DQG�:HVWHUQ�8QLRQ��'HOHJDWHV�IURP�LQWHUQDWLRQDO�ILQDQFLDO�VHUYLFHV�LQGXVWU\�DQG�DFFRXQWLQJ�RUJDQL]DWLRQV��(XURSHDQ�%DQNLQJ

)HGHUDWLRQ��,QWHUQDWLRQDO�%DQNLQJ�6HFXULW\�$VVRFLDWLRQ��(XURSHDQ�,QVXUDQFH�&RPPLWWHH��(XURSHDQ�6DYLQJV�%DQNV�*URXSLQJ��,QWHUQDWLRQDO

)HGHUDWLRQ�RI�$FFRXQWDQWV��(XURSHDQ�)HGHUDWLRQ�RI�$FFRXQWDQWV�DQG�WKH�)HGHUDWLRQ�RI�(XURSHDQ�6WRFN�([FKDQJHV��DOVR�DWWHQGHG�

'XULQJ�WKH�\HDU��WKH�$G�+RF�*URXS�RQ�(VWLPDWLQJ�WKH�0DJQLWXGH�RI�0RQH\�/DXQGHULQJ�KHOG�VHYHUDO
PHHWLQJV��LQFOXGLQJ�D�WZR�GD\�7HFKQLFDO�:RUNVKRS�RQ�HVWLPDWLQJ�GUXJ�WUDIILFNLQJ�SURFHHGV��$V�D�UHVXOW
RI�WKLV�ZRUN��DQ�H[SHUW�FRQVXOWDQW�SUHSDUHG�D�UHSRUW�WR�WKH�$G�+RF�*URXS��7KH�UHSRUW�H[DPLQHG�D
UDQJH�RI�QDWLRQDO�DQG�LQWHUQDWLRQDO�HIIRUWV�WR�TXDQWLI\�WKH�YDOXH�RI�LOOLFLW�GUXJ�VDOHV�RQ�HLWKHU�D�JOREDO�RU
QDWLRQDO�EDVLV��7KH�SXUSRVH�RI�WKH�VWXG\�ZDV�WR�LGHQWLI\�DQG�DVVHVV�DOWHUQDWLYH�DSSURDFKHV�IRU
HVWLPDWLQJ�WRWDO�UHYHQXHV�JHQHUDWHG�DQQXDOO\�E\�VDOHV�RI�FRFDLQH��KHURLQ�DQG�FDQQDELV�JOREDO O\�DQG�LQ
HDFK�RI�WKH����)$7)�PHPEHUV�DQG�REVHUYHU�PHPEHUV��'XH�WR�GDWD�DQG�DQDO\WLFDO�FRQVWUDLQWV��WKH
)$7)�GHFLGHG�WR�HQG�WKLV�ZRUN�DW�WKLV�VWDJH��+RZHYHU��VHYHUDO�LQWHUQDWLRQDO�RUJDQL]DWLRQV�DQG
LQWHUHVWHG�)$7)�PHPEHUV�DUH�FRQWLQXLQJ�WR�ZRUN�WR�LPSURYH�WKH�DYDLODEOH�GDWD��DQG�ZLOO�DOVR�FRQWLQXH
WR�ZRUN�WR�DGGUHVV�WKH�SUREOHP�

$IULFD�)$7)�6W\OH�%RGLHV

7ZR�)$7)�VW\OH�UHJLRQDO�ERGLHV�DUH�LQ�YDULRXV�VWDJHV�RI�GHYHORSPHQW�RQ�WKH�$IULFDQ�FRQWLQHQW�

(DVWHU Q�DQG�6RXWKHU Q�$I U L FDQ�$QWL �0RQH\�/DXQGHU LQJ �* U RXS

7DQ]DQLDQ�DXWKRULWLHV�DUH�ZRUNLQJ�ZLWK�RWKHU�JRYHUQPHQWV�LQ�WKH�UHJLRQ�WR�IXUWKHU�GHYHORS�WKH�(DVWHUQ
DQG�6RXWKHUQ�$IULFDQ�$QWL�0RQH\�/DXQGHULQJ�*URXS��(6$$0/*���7KH�JURXS�ZDV�ODXQFKHG�DW�D
PHHWLQJ�RI�0LQLVWHUV�DQG�KLJK�OHYHO�UHSUHVHQWDWLYHV�LQ�$UXVKD��7DQ]DQLD��LQ�$XJXVW������DQG�KHOG�LWV
ILUVW�PHHWLQJ�LQ�$SULO�������)ROORZLQJ�WKH�VLJQDWXUH�RI�LWV�0HPRUDQGXP�RI�8QGHUVWDQGLQJ�E\�VHYHQ
MXULVGLFWLRQV��WKH�(6$$0/*�FDPH�LQWR�IRUPDO�H[LVWHQFH��7KH�JURXS�ZLOO�PDLQWDLQ�LWV�6HFUHWDULDW�LQ�'DU
HV�6DODDP��7KH�(6$$0/*�UHFHQWO\�DSSRLQWHG�LWV�ILUVW�VHFUHWDU\�DQG�HDUO\�SODQV�FDOO�IRU�WKH�JURXS�WR
VWXG\�WKH�LPSDFW�RI�PRQH\�ODXQGHULQJ�LQ�WKH�UHJLRQ�DQG�WR�SURGXFH�D�W\SRORJLHV�UHSRUW�RQ�DUPV
WUDIILFNLQJ�DQG�WKH�FDVK�HFRQRP\�

.HQ\D��0DODZL��0DXULWLXV��0R]DPELTXH��1DPLELD��6H\FKHOOHV��7DQ]DQLD��8JDQGD�KDYH�QRZ�VLJQHG�WKH
(6$$0/*�0HPRUDQGXP�2I�8QGHUVWDQGLQJ��028��DQG�DUH�FRQVLGHUHG�PHPEHUV��%RWVZDQD�DQG
=DPELD�KDYH�ERWK�FRPSOHWHG�WKH�QHFHVVDU\�SUHSDUDWLRQV�WR�VLJQ�LQ�WKH�YHU\�QHDU�IXWXUH��/HVRWKR�
6ZD]LODQG�DQG�=LPEDEZH�DUH�DOVR�QHDULQJ�FRPSOHWLRQ�RI�SUHSDUDWRU\�ZRUN�DQG�DUH�H[SHFWHG�WR�VLJQ�WKH
028�DW�D�ODWHU�GDWH� �,W�LV�KRSHG�WKDW�6RXWK�$IULFD�ZLOO�DOVR�VLJQ�LQ�WKH�IXWXUH��:RUN�RQ�DQ�(6$$0/*
ZHE�SURJUDP�LV�SURJUHVVLQJ�ZLWK�WKH�GHVLJQDWLRQ�RI�QDWLRQDO�FRQWDFW�SRLQWV�DQG�WKH�VWDUW�RI�DQ�HIIRUW�WR
FROOHFW�FRSLHV�RI�UHOHYDQW�PRQH\�ODXQGHULQJ�OHJLVODWLRQ��7KH�JURXS�KDV�HVWDEOLVKHG�WKUHH�VWDQGLQJ
VXEJURXSV��OHJDO��ILQDQFLDO�DQG�ODZ�HQIRUFHPHQW��WR�EHJLQ�GHDOLQJ�LQ�PRUH�GHWDLO�ZLWK�DQWL�PRQH\
ODXQGHULQJ�LVVXHV�LQ�HDFK�RI�WKHVH�DUHDV��)XQGLQJ�IRU�WKH�(6$$0/*�LV�DQRWKHU�PDMRU�LVVXH�WKDW�VWLOO
PXVW�EH�UHVROYHG�IRU�WKH�JURXS�WR�EH�DEOH�WR�PRYH�IRUZDUG�

,QWHU �*RYHU QP HQWD O �$FW L RQ�* U RXS�DJD LQVW �0RQH\�/DXQGHU LQJ ��* ,$%$�

7KH�ILUVW�PHHWLQJV�RI�*,$%$�����HVWDEOLVKHG�E\�WKH�'HFHPEHU������'HFLVLRQ�RI�WKH�+HDGV�RI�6WDWH
DQG�*RYHUQPHQW�RI�(&2:$6��(FRQRPLF�&RPPXQLW\�RI�:HVW�$IULFDQ�6WDWHV���ZHUH�KHOG�LQ�'DNDU�
6HQHJDO��LQ�1RYHPEHU�������*,$%$�PHPEHUV�LQFOXGH��%HQLQ��&DSH�9HUGH�,VODQGV��*DPELD��*KDQD�
*XLQHD��*XLQHD�%LVVDX��,YRU\�&RDVW��/LEHULD��0DXULWDQLD��0DOL��1LJHU��1LJHULD��6HQHJDO��DQG�7RJR�

7KH�PHHWLQJ�DGRSWHG�WKH�VWDWXWHV�DQG�H[SORUHG�ZD\V�RI�ILQDQFLQJ�WKH�*,$%$��7KH�VWDWXWHV�HQGRUVH
WKH�)RUW\�5HFRPPHQGDWLRQV��UHFRJQL]H�WKH�)$7)�DV�DQ�REVHUYHU�DQG�SURYLGH�IRU�VHOI�DVVHVVPHQW�DQG
PXWXDO�HYDOXDWLRQ�SURFHGXUHV�WR�EH�FDUULHG�RXW�E\�*,$%$��:KLOH�WKH�WH[W�SUHSDUHG�E\�WKH�H[SHUWV
SURYLGHG�IRU�D�VWURQJ�LQYROYHPHQW�RI�(&2:$6�LQ�WKH�DFWLYLWLHV�RI�*,$%$��WKH�0LQLVWHUV�DJUHHG�WR
JLYH�PRUH�DXWRQRP\�WR�WKH�QHZ�ERG\��$V�DQ�LQWHULP�PHDVXUH��6HQHJDO�RIIHUHG�WR�SURYLGH�D�SURYLVLRQDO
VWUXFWXUH�XQWLO�WKH�IRUPDO�HVWDEOLVKPHQW�RI�*,$%$�

(VVHQWLDO�LVVXHV�VXFK�DV�WKH�ORFDWLRQ�RI�WKH�KHDGTXDUWHUV�DQG�WKH�VHOHFWLRQ�RI�WKH�([HFXWLYH�6HFUHWDU\
RI�*,$%$�ZHUH�QRW�GLVFXVVHG��+RZHYHU��RQH�SRVVLELOLW\�FRQVLGHUHG�LQ�WKH�PDUJLQV�RI�WKH�PHHWLQJV�ZDV
WR�HVWDEOLVK�WKH�6HFUHWDULDW�LQ�6HQHJDO��'DNDU��DQG�WR�DSSRLQW�D�UHSUHVHQWDWLYH�IURP�DQ�(QJOLVK



VSHDNLQJ�FRXQWU\�RI�WKH�UHJLRQ��1LJHULD�ZDV�PHQWLRQHG��DV�KHDG�RI�WKH�6HFUHWDULDW�

$VLD�3DFLILF�*URXS�RQ�0RQH\�/DXQGHULQJ

7KH�$VLD�3DFLILF�*URXS�RQ�0RQH\�/DXQGHULQJ��$3*��6HFUHWDULDW�LV�WKH�IRFDO�SRLQW�IRU�$3*�DFWLYLWLHV�
&XUUHQWO\�WKH�$3*�LV�FRPSULVHG�RI�QLQHWHHQ�PHPEHUV����IURP�6RXWK�$VLD��6RXWKHDVW�DQG�(DVW�$VLD
DQG�WKH�6RXWK�3DFLILF��7KHUH�DUH�DOVR�VHYHQ�REVHUYHU�MXULVGLFWLRQV����DQG�WKLUWHHQ�REVHUYHU
LQWHUQDWLRQDO�DQG�UHJLRQDO�RUJDQL]DWLRQV�����7KH�SXUSRVH�RI�WKH�$3*�LV�WR�HQVXUH�WKH�DGRSWLRQ�
LPSOHPHQWDWLRQ�DQG�HQIRUFHPHQW�RI�LQWHUQDWLRQDOO\�DFFHSWHG�DQWL�PRQH\�ODXQGHULQJ�VWDQGDUGV�DV�VHW
RXW�LQ�WKH����5HFRPPHQGDWLRQV�RI�WKH�)LQDQFLDO�$FWLRQ�7DVN�)RUFH��)$7)��

����*URXSH�,QWHUJRXYHUQHPHQWDO�G
$FWLRQ�FRQWUH�OH�%ODQFKLPHQW�HQ�$IULTXH

����$XVWUDOLD��%DQJODGHVK��&KLQHVH�7DLSHL��)LML�,VODQGV��+RQJ�.RQJ��&KLQD��-DSDQ��,QGLD��0DOD\VLD��1HZ�=HDODQG��3DNLVWDQ��5HSXEOLF�RI

,QGRQHVLD��5HSXEOLF�RI�.RUHD��5HSXEOLF�RI�WKH�3KLOLSSLQHV��6DPRD��6LQJDSRUH��6UL�/DQND��7KDLODQG��8QLWHG�6WDWHV�RI�$PHULFD��9DQXDWX�

����%UXQHL�'DUXVVDODP��&DQDGD��&RRN�,VODQGV��0DFDX��&KLQD��1HSDO��%XUPD��9LHWQDP�

����$6($1�6HFUHWDULDW��$VLDQ�'HYHORSPHQW�%DQN��&RPPRQZHDOWK�6HFUHWDULDW��(JPRQW�*URXS�RI�)LQDQFLDO�,QWHOOLJHQFH�8QLWV�RI�WKH�:RUOG�

)LQDQFLDO�$FWLRQ�7DVN�)RUFH�6HFUHWDULDW��,QWHUQDWLRQDO�'HYHORSPHQW�/DZ�,QVWLWXWH��,QWHUQDWLRQDO�0RQHWDU\�)XQG��,QWHUSRO��2IIVKRUH�*URXS�RI

%DQNLQJ�6XSHUYLVRUV��6RXWK�3DFLILF�)RUXP�6HFUHWDULDW��8QLWHG�1DWLRQV�2IILFH�RI�'UXJ�&RQWURO�DQG�&ULPH�3UHYHQWLRQ��7KH�:RUOG�%DQN��:RUOG

&XVWRPV�2UJDQL]DWLRQ�

'XULQJ�������WKH�$3*�KHOG�RQH�SOHQDU\�PHHWLQJ�LQ�6\GQH\�RQ�0D\���³-XQH���������KRVWHG�E\
$XVWUDOLD��7KH�PHHWLQJ�UHVXOWHG�LQ�DQ�H[SDQVLRQ�RI�WKH�$3*�7HUPV�RI�5HIHUHQFH��ZKLFK�LQFOXGHG
GLVWLQFWLYH�PHPEHUVKLS�FULWHULD��D�FRPPLWPHQW�WR�LPSOHPHQWLQJ�WKH�)$7)����5HFRPPHQGDWLRQV��D
EXGJHW�IRU�WKH�$3*�6HFUHWDULDW�DQG�D�UHTXLUHPHQW�WKDW�HDFK�$3*�PHPEHU�FRPPLW�LWVHOI�WR�D�PXWXDO
HYDOXDWLRQ��7KH�$3*�DOVR�DJUHHG�RQ�D�VWUDWHJLF�SODQ�WKDW�LQFOXGHV��DPRQJ�RWKHU�LQLWLDWLYHV��VHOI�
DVVHVVPHQW�H[HUFLVHV��D�W UDLQLQJ�DQG�WHFKQLFDO�DVVLVWDQFH�VWUDWHJ\�DQG�W\SRORJLHV�ZRUNVKRSV��7KLV
PHHWLQJ�DOVR�QRWHG�WKH�HQDFWPHQW�RI�DQWL�PRQH\�ODXQGHULQJ�OHJLVODWLRQ�LQ�VHYHUDO�MXULVGLFWLRQV��7KH
QH[W�SOHQDU\�PHHWLQJ�RI�WKH�$3*�ZLOO�EH�KHOG�0D\�������������LQ�.XDOD�/XPSXU��0DOD\VLD�

,Q�0DUFK�������WKH�$3*�FRQGXFWHG�LWV�WKLUG�W\SRORJLHV�ZRUNVKRS�LQ�%DQJNRN��7KDLODQG�ZKLFK
UHFHLYHG�D�UHSRUW�RQ�XQGHUJURXQG�EDQNLQJ�DQG�DOWHUQDW LYH�UHPLWWDQFH�V\VWHPV��H[DPLQHG�WKH�XVH�RI
IDOVH�LGHQWLWLHV�IRU�PRQH\�ODXQGHULQJ�SXUSRVHV�DQG�LGHQWLILHG�VRPH�RWKHU�FXUUHQW�PRQH\�ODXQGHULQJ
PHWKRGV�EHLQJ�XVHG�LQ�WKH�UHJLRQ��7KH�$3*�ZLOO�FRQWLQXH�DQG�H[SDQG�LWV�W\SRORJLHV�ZRUN�LQ�FORVH
FRQVXOWDWLRQ�ZLWK�WKH�)$7)�DQG�RWKHU�UHJLRQDO�ERGLHV��7KH�QH[W�$3*�7\SRORJLHV�0HHWLQJ�ZLOO�WDNH
SODFH�LQ�6LQJDSRUH�LQ�2FWREHU�������7KHUH�ZLOO�DOVR�EH�D�PHHWLQJ�RI�DQG�UHSRUW�IURP�WKH�$3*�:RUNLQJ
*URXS�RQ�8QGHUJURXQG�%DQNLQJ�DQG�$OWHUQDWLYH�5HPLWWDQFH�6\VWHPV�

$Q�H[WUHPHO\�SRVLWLYH�GHYHORSPHQW�ZDV�WKH�$3*
V�FRPPHQFHPHQW�RI�D�PXWXDO�HYDOXDWLRQ�SURJUDP�
$W�WKH�6\GQH\�PHHWLQJ��WKH�$3*�DSSURYHG�LWV�ILUVW�PXWXDO�HYDOXDWLRQ�UHSRUW��RI�9DQXDWX���ZKLFK�ZDV
MRLQWO\�FRQGXFWHG�ZLWK�WKH�2IIVKRUH�*URXS�RI�%DQNLQJ�6XSHUYLVRUV��2*%6���7KH�$3*�KDV�VFKHGXOHG
IRXU�PXWXDO�HYDOXDWLRQV��/DEXDQ�2IIVKRUH�)LQDQFLDO�&HQWHU��6DPRD��7DLZDQ�DQG�0DFDX��WR�EH
FRQGXFWHG�GXULQJ�������$�PXWXDO�HYDOXDWLRQ�WUDLQLQJ�SURMHFW��IXQGHG�E\�WKH�8�6��*RYHUQPHQW��ZLOO
DOVR�EH�FRQGXFWHG�LQ�HDUO\������WR�LQFUHDVH�WKH�VNLOOV�QHHGHG�LQ�WKH�UHJLRQ�WR�FRQGXFW�PXWXDO
HYDOXDWLRQV�

%HFDXVH�RI�WKH�SDUWLFXODU�YXOQHUDELOLW\�RI�RIIVKRUH�ILQDQFLDO�FHQWHUV�WR�PLVXVH�E\�PRQH\�ODXQGHUHUV��WKH
$3*�6HFUHWDULDW�KDV�GHYRWHG�H[WHQVLYH�WLPH�DQG�HIIRUW�LQ�WKH�3DFLILF�UHJLRQ�LQ�WKH�ODVW����PRQWKV��:LWK
H[WHQVLYH�DVVLVWDQFH�IURP�WKH�8QLWHG�6WDWHV��1HZ�=HDODQG��$XVWUDOLD�DQG�WKH�3DFLILF�,VODQGV�)RUXP
6HFUHWDULDW��D�SURMHFW�WR�HVWDEOLVK�D�UHJLRQDO�)LQDQFLDO�,QWHOOLJHQFH�8QLW�ZDV�ODXQFKHG��2Q�0DUFK�������
������D�PXOWLQDWLRQDO�DVVHVVPHQW�WHDP�YLVLWHG�WKH�MXULVGLFWLRQV�WKDW�H[SUHVVHG�VXSSRUW�IRU�WKLV
LQLWLDWLYH��PDLQO\�)LML��&RRN�,VODQGV��9DQXDWX�DQG�6DPRD��7KH�ILUVW�WDVN�LQ�WKH�SURMHFW�ZLOO�EH�WR�DVVLVW
3DFLILF�MXULVGLFWLRQV�WR�HVWDEOLVK�GRPHVWLF�),8V��7KH�VHFRQG�WDVN�ZLOO�EH�D�SURMHFW�DVVHVVPHQW�RI�WKH
UHJLRQDO�ILQDQFLDO�LQWHOOLJHQFH�XQLW��7KH�RXWFRPH�RI�WKLV�ZRUN�KDV�EHHQ�DQ�DJUHHPHQW�WKDW�6RXWK�3DFLILF
MXULVGLFWLRQV�ZLOO�HVWDEOLVK�GRPHVWLF�),8V��&RRN�,VODQGV��9DQXDWX�DQG�6DPRD�KDYH�DOUHDG\�GRQH�VR�
)LML�DQG�VHYHUDO�RWKHU�MXULVGLFWLRQV�DUH�LQ�WKH�SURFHVV�RI�GRLQJ�VR�

7KH�$3*�KDV�DGRSWHG�D�GHWDLOHG�WHFKQLFDO�DVVLVWDQFH�DQG�WUDLQLQJ�VWUDWHJ\�WR�SURYLGH�QHFHVVDU\
DVVLVWDQFH�WR�LWV�PHPEHUV�FRYHULQJ�WKH�OHJDO��ILQDQFLDO�DQG�ODZ�HQIRUFHPHQW�VHFWRUV��7KH�$3*�KDV
HQWHUHG�D�QXPEHU�RI�MRLQW�DUUDQJHPHQWV�ZLWK�RWKHU�RUJDQL]DWLRQV�LQ�WKLV�UHJDUG��+RZHYHU�WKHUH�LV�D
JUHDWHU�GHPDQG�WKDQ�FXUUHQW�UHVRXUFHV�FDQ�PHHW��$V�D�FRQVHTXHQFH��WKH�$3*�LV�DVNLQJ�IRU�DVVLVWDQFH
IURP�WKH�)$7)�DQG�IURP�RWKHU�ERGLHV�WR�SURYLGH�IXQGLQJ�DQG�H[SHUWLVH�LQ�RUGHU�WR�HIIHFWLYHO\�H[HFXWH
WKH�WHFKQLFDO�DVVLVWDQFH�DQG�WUDLQLQJ�VWUDWHJ\��7KURXJKRXW�������WKH�$3*�6HFUHWDULDW�KDV�HLWKHU�GLUHFWO\



SURYLGHG�RU�DUUDQJHG�IRU�WKH�SURYLVLRQ�RI�DVVLVWDQFH�DQG�WUDLQLQJ�WR�PDQ\�FRXQWULHV�LQ�WKH�UHJLRQ�
LQFOXGLQJ�7KDLODQG��0DOD\VLD��6DPRD��3DNLVWDQ��,QGRQHVLD��)LML��WKH�3KLOLSSLQHV��9DQXDWX�DQG�6UL
/DQND�

&DULEEHDQ�)LQDQFLDO�$FWLRQ�7DVN�)RUFH

7KH�&DULEEHDQ�)LQDQFLDO�$FWLRQ�7DVN�)RUFH��&)$7)���D�)$7)�VW\OH�UHJLRQDO�ERG\�FRPSULVHG�RI���
MXULVGLFWLRQV�����FRQWLQXHV�WR�DGYDQFH�LWV�DQWL�PRQH\�ODXQGHULQJ�LQLWLDWLYHV�ZLWKLQ�WKH�&DULEEHDQ�EDVLQ�
,Q�2FWREHU�������$UXED�DVVXPHG�WKH�&KDLUPDQVKLS�RI�WKH�&)$7)��VXFFHHGLQJ�WKH�%ULWLVK�9LUJLQ
,VODQGV��7KH�'RPLQLFDQ�5HSXEOLF�DVVXPHG�WKH�'HSXW\�&KDLU�

����&)$7)�PHPEHUV�LQFOXGH�$QJXLOOD��$QWLJXD�DQG�%DUEXGD��$UXED��&RPPRQZHDOWK�RI�WKH�%DKDPDV��%DUEDGRV��%HOL]H��%HUPXGD��WKH�%ULWLVK

9LUJLQ�,VODQGV��WKH�&D\PDQ�,VODQGV��&RVWD�5LFD��'RPLQLFD��WKH�'RPLQLFDQ�5HSXEOLF��*UHQDGD��-DPDLFD��0RQWVHUUDW��WKH�1HWKHUODQGV�$QWLOOHV�

1LFDUDJXD��3DQDPD��6W��.LWWV�DQG�1HYLV��6W��/XFLD��6W��9LQFHQW�DQG�WKH�*UHQDGLQHV��6XULQDPH��7XUNV�DQG�&DLFRV�,VODQGV��7ULQLGDG�DQG

7REDJR��DQG�9HQH]XHOD�

0HPEHUV�RI�WKH�&)$7)�VXEVFULEH�WR�D�0HPRUDQGXP�RI�8QGHUVWDQGLQJ��028��WKDW�GHOLQHDWHV�WKH
&)$7)
V�PLVVLRQ��REMHFWLYHV��DQG�PHPEHUVKLS�UHTXLUHPHQWV��$OO�PHPEHUV�DUH�UHTXLUHG�WR�PDNH�D
SROLWLFDO�FRPPLWPHQW�WR�DGKHUH�WR�DQG�LPSOHPHQW�WKH����5HFRPPHQGDWLRQV�RI�WKH�)$7)��DV�ZHOO�DV
WKH�&)$7)
V�DGGLWLRQDO����5HFRPPHQGDWLRQV��DQG�WR�XQGHUJR�SHHU�UHYLHZ�LQ�WKH�IRUP�RI�PXWXDO
HYDOXDWLRQV�WR�DVVHVV�WKHLU�OHYHO�RI�LPSOHPHQWDWLRQ�RI�WKH�5HFRPPHQGDWLRQV��0HPEHUV�DUH�DOVR
UHTXLUHG�WR�FRQWULEXWH�WR�WKH�&)$7)�EXGJHW�DQG�WR�SDUWLFLSDWH�LQ�WKH�DFWLYLWLHV�RI�WKH�ERG\�

,Q�DGGLWLRQ�WR�PHPEHUV��WKH�&)$7)�028�DOVR�SURY LGHV�IRU�RWKHU�FDWHJRULHV�RI�SDUWLFLSDWLRQ�LQ�WKH
RUJDQL]DWLRQ��,Q�2FWREHU�������0H[LFR�ZDV�ZHOFRPHG�DV�WKH�QHZHVW�&RRSHUDWLQJ�DQG�6XSSRUWLQJ
1DWLRQ��&2681��RI�WKH�&)$7)��MRLQLQJ�&DQDGD��)UDQFH��WKH�1HWKHUODQGV��6SDLQ��WKH�8QLWHG�.LQJGRP
DQG�WKH�8QLWHG�6WDWHV���EULQJLQJ�WKH�QXPEHU�RI�&2681V�WR�VHYHQ��&2681V�DUH�H[SHFWHG�WR�SURYLGH
VXSSRUW�WR�WKH�&)$7)��+DLWL�ZDV�DGPLWWHG�WR�WKH�&)$7)�DV�DQ�REVHUYHU�PHPEHU�DQG�WKH�:RUOG
&XVWRPV�2UJDQL]DWLRQ�ZDV�ZHOFRPHG�DV�DQ�REVHUYHU�RUJDQL]DWLRQ�

7KH�&)$7)�FRPSOHWHG�LWV�ILUVW�URXQG�RI�PXWXDO�HYDOXDWLRQ�RQ�VLWH�YLVLWV�GXULQJ�WKH�\HDU�������$OO
&)$7)�PHPEHUV��H[FHSW�1LFDUDJXD��KDYH�XQGHUJRQH�PXWXDO�HYDOXDWLRQ�YLVLWV��)LYH�PXWXDO�HYDOXDWLRQ
UHSRUWV�ZHUH�DGRSWHG�E\�WKH�&)$7)�&RXQFLO�GXULQJ�����³'RPLQLFD��*UHQDGD��0RQWVHUUDW��6W��.LWWV
DQG�1HYLV��DQG�9HQH]XHOD��0XWXDO�HYDOXDWLRQ�UHSRUWV�RQ�$QJXLOOD��%HOL]H��DQG�6XULQDPH�DUH�H[SHFWHG
WR�EH�GLVFXVVHG��ILQDOL]HG��DQG�DGRSWHG�GXULQJ�������DW�ZKLFK�SRLQW�WKH�ILUVW�URXQG�RI�HYDOXDWLRQV�ZLOO
EH�FRPSOHWH��,Q�0D\�������WKH�&)$7)�SODQV�WR�FRQGXFW�D�PXWXDO�HYDOXDWLRQ�WUDLQLQJ�VHPLQDU�LQ
SUHSDUDWLRQ�IRU�LWV�VHFRQG�URXQG�RI�HYDOXDWLRQV��ZKLFK�ZLOO�EH�EDVHG�RQ�WKH�UHYLVHG��������
5HFRPPHQGDWLRQV��DQG�ZLOO�DOVR�LQFRUSRUDWH�WKH�)$7)
V����FULWHULD�IRU�1RQ�&RRSHUDWLYH�&RXQWULHV�RU
7HUULWRULHV��7KHVH�VHFRQG�URXQG�HYDOXDWLRQV�DUH�VFKHGXOHG�WR�FRPPHQFH�LQ�-XO\������

$OO�PHPEHU�FRQWULEXWLRQV�KDYH�EHHQ�SDLG�ZLWK�WKH�H[FHSWLRQ�RI�DUUHDUV�RZHG�E\�1LFDUDJXD��'XH�WR
1LFDUDJXD
V�ODFN�RI�SDUWLFLSDWLRQ�LQ�WKH�&)$7)�DQG�QRQ�SD\PHQW�RI�LWV�DUUHDUV��D�GHFLVLRQ�ZDV�WDNHQ�E\
WKH�&)$7)�&RXQFLO�WR�VXVSHQG�1LFDUDJXD
V�PHPEHUVKLS�LQ�WKH�&)$7)�LQ�0DUFK�������LI�1LFDUDJXD
GRHV�QRW�DGGUHVV�WKHVH�RXWVWDQGLQJ�LVVXHV�

,Q�2FWREHU�������WKH�&)$7)�FRQGXFWHG�WKH�ILUVW�SDUW�RI�D�WZR�SDUW�W\SRORJLHV�H[HUFLVH�RQ�IUHH�WUDGH
]RQHV�DQG�PRQH\�ODXQGHULQJ��3DUW�WZR�RI�WKH�H[HUFLVH�ZLOO�EH�FRQGXFWHG�LQ�0DUFK������DQG�D�UHSRUW
ZLWK�UHFRPPHQGDWLRQV�WR�DGGUHVV�WKH�PRQH\�ODXQGHULQJ�YXOQHUDELOLWLHV�RI�IUHH�WUDGH�]RQHV�ZLOO�EH
LVVXHG��,Q�'HFHPEHU�������WKH�&)$7)�KHOG�D�FRQIHUHQFH�RQ�WKH�LQWHUQDWLRQDO�ILQDQFLDO�VHUYLFHV�VHFWRU�
DWWHQGHG�E\�ERWK�SXEOLF�DQG�SULYDWH�VHFWRU�SDUWLFLSDQWV��7KH�FRQIHUHQFH�ZDV�GHVLJQHG�WR�HGXFDWH
SDUWLFLSDQWV�RQ�PRQH\�ODXQGHULQJ�YXOQHUDELOLWLHV�RI�WKH�LQWHUQDWLRQDO�ILQDQFLDO�VHUYLFHV�VHFWRU��DV�ZHOO�DV
PHDVXUHV�WKDW�FDQ�EH�WDNHQ�WR�UHGXFH�PRQH\�ODXQGHULQJ�ULVNV�LQ�WKH�VHFWRU�

&RXQFLO�RI�(XURSH

7KH�&RXQFLO�RI�(XURSH
V�6HOHFW�&RPPLWWHH�RI�([SHUWV�RQ�WKH�(YDOXDWLRQ�RI�$QWL�0RQH\�/DXQGHULQJ
0HDVXUHV��3&�5�(9�����KDV�DFKLHYHG�VLJQLILFDQW�SURJUHVV�VLQFH�LWV�FUHDWLRQ�LQ�������,WV�ILUVW�URXQG�RI
PXWXDO�HYDOXDWLRQ�RQ�VLWH�YLVLWV�KDV�EHHQ�FRPSOHWHG��DQG�DOO�EXW�WZR�RI�WKH�PXWXDO�HYDOXDWLRQ�UHSRUWV
KDYH�EHHQ�ILQDOL]HG�DQG�DGRSWHG��7KH�ILQDO�WZR�UHSRUWV��RQ�*HRUJLD�DQG�$OEDQLD��ZLOO�EH�GLVFXVVHG�E\
WKH�3&�5�(9�SOHQDU\�DW�LWV�QH[W�PHHWLQJ�WR�EH�KHOG�LQ�-XQH������

����3&�5�(9�PHPEHUV�LQFOXGH�$OEDQLD��$QGRUUD��%XOJDULD��&URDWLD��&\SUXV��&]HFK�5HSXEOLF��(VWRQLD��WKH�)RUPHU�<XJRVODY�5HSXEOLF�RI

0DFHGRQLD��*HRUJLD��+XQJDU\��/DWYLD��/LHFKWHQVWHLQ��/LWKXDQLD��0DOWD��0ROGRYD��3RODQG��5RPDQLD��WKH�5XVVLDQ�)HGHUDWLRQ��6DQ�0DULQR�

6ORYDNLD��6ORYHQLD��DQG�8NUDLQH�



7ZR�3&�5�(9�SOHQDU\�PHHWLQJV�ZHUH�FRQGXFWHG�GXULQJ�������$W�WKH�)HEUXDU\������PHHWLQJ��PXWXDO
HYDOXDWLRQ�UHSRUWV�RQ�/LHFKWHQVWHLQ��3RODQG�DQG�5RPDQLD�ZHUH�DGRSWHG�DQG�D�W\SRORJLHV�H[HUFLVH
IRFXVLQJ�RQ�RUJDQL]HG�FULPH�DQG�PRQH\�ODXQGHULQJ�ZDV�FRQGXFWHG��$W�WKH�3&�5�(9
V�-XQH�PHHWLQJ�
PXWXDO�HYDOXDWLRQ�UHSRUWV�RQ�%XOJDULD��&URDWLD��(VWRQLD�DQG�WKH�)RUPHU�<XJRVODY�5HSXEOLF�RI
0DFHGRQLD�ZHUH�DGRSWHG�

$�PXWXDO�HYDOXDWLRQ�WUDLQLQJ�VHPLQDU�IRU�H[DPLQHUV�ZDV�FRQGXFWHG�LQ�/LVERQ��3RUWXJDO�LQ�1RYHPEHU
������LQ�SUHSDUDWLRQ�IRU�WKH�3&�5�(9
V�VHFRQG�URXQG�RI�HYDOXDWLRQV��SODQQHG�WR�FRPPHQFH�-XQH������
7KH�VHPLQDU�IRFXVHG�RQ�WKH�H[SHULHQFHV�RI�WKH�ILUVW�URXQG�RI�HYDOXDWLRQV�DQG�SULRULWLHV�IRU�WKH�VHFRQG
URXQG�

$W�WKH�SOHQDU\�PHHWLQJ�RI�WKH�3&�5�(9�KHOG�-DQXDU\��������������PXWXDO�HYDOXDWLRQ�UHSRUWV�RQ
/DWYLD��WKH�5XVVLDQ�)HGHUDWLRQ��6DQ�0DULQR��DQG�8NUDLQH�ZHUH�DGRSWHG��7KH�SOHQDU\�DOVR�DJUHHG�WKDW
WKH�)$7)
V����FULWHULD�WR�LGHQWLI\�QRQ�FRRSHUDWLYH�FRXQWULHV�DQG�WHUULWRULHV�ZRXOG�EH�FRQVLGHUHG�LQ
DVVHVVLQJ�PHPEHUV
�DQWL�PRQH\�ODXQGHULQJ�UHJLPHV�GXULQJ�WKH�3&�5�(9
V�VHFRQG�URXQG�RI�PXWXDO
HYDOXDWLRQV�

(XURSHDQ�8QLRQ

7KH�(XURSHDQ�8QLRQ��(8��LV�FXUUHQWO\�SURSRVLQJ�UHYLVLRQV�WR�LWV�DQWL�PRQH\�ODXQGHULQJ�'LUHFWLYH
�&RXQFLO�'LUHFWLYH��������((&�RI����-XQH��������7KH�'LUHFWLYH�FRYHUV�LVVXHV�RQ�WKH�SUHYHQWLRQ�RI
WKH�XVH�RI�WKH�ILQDQFLDO�V\VWHP�IRU�WKH�SXUSRVH�RI�PRQH\�ODXQGHULQJ��7KH�(8�LV�FRQVLGHULQJ�LPSRVLQJ
DQWL�PRQH\�ODXQGHULQJ�REOLJDWLRQV�RQ��JDWHNHHSHUV���7KH�PRGLILFDWLRQV�XQGHU�FRQVLGHUDWLRQ�ZRXOG
UHTXLUH�D�EURDG�UDQJH�RI�SURIHVVLRQDOV��LQFOXGLQJ�LQGHSHQGHQW�OHJDO�SURIHVVLRQDOV��DFFRXQWDQWV�
DXGLWRUV��DQG�QRWDULHV��WR�DELGH�E\�DQWL�PRQH\�ODXQGHULQJ�UXOHV��7KH�UXOHV�ZRXOG�DSSO\�ZKHQ
SURIHVVLRQDOV�DVVLVW�LQ�WKH�SODQQLQJ�RU�H[HFXWLRQ�RI�FHUWDLQ�WUDQVDFWLRQV�RU�DFW�RQ�EHKDOI�RI�WKHLU�FOLHQWV
LQ�WKH�FRQGXFW�RI�FHUWDLQ�ILQDQFLDO�RU�FRPPHUFLDO�DFWLYLWLHV��,I�WKLV�DPHQGPHQW�LV�HQGRUVHG�E\�WKH
(XURSHDQ�3DUOLDPHQW��WKH����PHPEHU�VWDWHV�RI�WKH�(8�ZLOO�EH�UHTXLUHG�WR�EULQJ�WKHLU�GRPHVWLF�ODZV
LQWR�FRQIRUPLW\�ZLWK�WKH�QHZ�SURYLVLRQV�RI�WKH�'LUHFWLYH�

7KH�IROORZLQJ�LV�D�GUDIW�WH[W�FXUUHQWO\�EHLQJ�FRQVLGHUHG� 

0HPEHU�VWDWHV�VKDOO�HQVXUH�WKDW�WKH�REOLJDWLRQV�ODLG�GRZQ�LQ�WKLV�'LUHFWLYH�DUH�LPSRVHG�RQ�WKH�IROORZLQJ
LQVWLWXWLRQV�������

���QRWDULHV�DQG�RWKHU�LQGHSHQGHQW�OHJDO�SURIHVVLRQDOV��ZKHQ�WKH\�SDUWLFLSDWH��ZKHWKHU�

�����D��E\�DVVLVWLQJ�LQ�WKH�SODQQLQJ�RU�H[HFXWLRQ�RI�WUDQVDFWLRQV�IRU�WKHLU�FOLHQW�FRQFHUQLQJ�WKH

�����������L��EX\LQJ�DQG�VHOOLQJ�RI�UHDO�SURSHUW\�RU�EXVLQHVV�HQWLWLHV�

�����������LL��PDQDJLQJ�RI�FOLHQW�PRQH\��VHFXULWLHV�RU�RWKHU�DVVHWV�

�����������LLL��RSHQLQJ�RU�PDQDJHPHQW�RI�EDQN��VDYLQJV�RU�VHFXULWLHV�DFFRXQWV�

�����������LY��RUJDQL]DWLRQ�RI�FRQWULEXWLRQV�QHFHVVDU\�IRU�WKH�FUHDWLRQ��RSHUDWLRQ�RU�PDQDJHPHQW�RI�FRPSDQLHV

�����E��RU�E\�DFWLQJ�RQ�EHKDOI�RI�DQG�IRU�WKHLU�FOLHQW�LQ�DQ\�ILQDQFLDO�RU�UHDO�HVWDWH�WUDQVDFWLRQ

)LQDQFLDO�$FWLRQ�7DVN�)RUFH�$JDLQVW�0RQH\�/DXQGHULQJ�LQ�6RXWK�$PHULFD

7KH�0HPRUDQGXP�RI�8QGHUVWDQGLQJ�HVWDEOLVKLQJ�WKH�6RXWK�$PHULFDQ�)LQDQFLDO�$FWLRQ�7DVN�)RUFH�
�*UXSR�GH�$FFL�Q�)LQDQFLHUD�GH�6XGDPHULFD�&RQWUD�HO�/DYDGR�GH�$FWLYRV�*$),68'��ZDV�VLJQHG�RQ
'HFHPEHU���������E\�QLQH�PHPEHU�VWDWHV��$UJHQWLQD��%ROLYLD��%UD]LO��&RORPELD��&KLOH��(FXDGRU��3HUX�
3DUDJXD\��DQG�8UXJXD\��,Q�DGGLWLRQ��WKH�2UJDQL]DWLRQ�RI�$PHULFDQ�6WDWHV
�,QWHU�$PHULFDQ�'UXJ�$EXVH
&RQWURO�&RPPLVVLRQ��2$6�&,&$'��LV�D�VSHFLDO�PHPEHU�RI�*$),68'�

,Q�DGGLWLRQ��WKH�,QWHU�$PHULFDQ�'HYHORSPHQW�%DQN��&DQDGD��3RUWXJDO��6SDLQ�DQG�WKH�8QLWHG�6WDWHV�DOO
DWWHQGHG�WKH�ILUVW�PHHWLQJ�RI�*$),68'��$W�WKLV�PHHWLQJ�6SDLQ�DSSOLHG�IRU�DQG�ZDV�JUDQWHG�RIILFLDO
REVHUYHU�VWDWXV�ZLWK�WKH�RUJDQL]DWLRQ��DQG�WKH�RWKHU�DWWHQGHHV�DUH�FRQVLGHULQJ�MRLQLQJ�DV�REVHUYHUV�DV
ZHOO�

&RORPELD�ZDV�HOHFWHG�WR�EH�WKH�ILUVW�3UHVLGHQW�RI�WKH�RUJDQL]DWLRQ�IRU�D�RQH�\HDU�WHUP��,Q�DGGLWLRQ
&RORPELD�ZLOO�VHUYH�DV�WKH�SURYLVLRQDO�([HFXWLYH�6HFUHWDULDW�XQWLO�WKH�QH[W�PHHWLQJ�RI�*$),68'�
ZKLFK�LV�VFKHGXOHG�WR�EH�KHOG�LQ�0D\������LQ�8UXJXD\�



*$),68'�LV�D�)$7)�VW\OH�UHJLRQDO�ERG\�FRPPLWWHG�WR�WKH�DGRSWLRQ�DQG�LPSOHPHQWDWLRQ�RI�WKH
)$7)
V����5HFRPPHQGDWLRQV��D�SURJUDP�RI�VHOI�DVVHVVPHQW�DQG�PXWXDO�HYDOXDWLRQV�RI�LWV�PHPEHUV�

2$6�&,&$'

'XULQJ�������WKH�2UJDQL]DWLRQ�RI�$PHULFDQ�6WDWHV�,QWHU�$PHULFDQ�'UXJ�$EXVH�&RQWURO�&RPPLVVLRQ
�2$6�&,&$'��FDUULHG�RXW�WKUHH�PDMRU�LQLWLDWLYHV�UHODWHG�WR�FRPEDWLQJ�PRQH\�ODXQGHULQJ�

,QLWLDWLQJ�D�SHHU�UHYLHZ�SURFHVV�LQFOXGLQJ�LQGLFDWRUV�RI�SURJUHVV�LQ�LPSOHPHQWDWLRQ�RI��PHPEHUV�
DQWL�PRQH\�ODXQGHULQJ�SURJUDPV�

3URYLGHG�WUDLQLQJ�WR�VHYHUDO�PHPEHU�VWDWHV�LQ�YDULRXV�DVSHFWV�RI�DQWL�PRQH\�ODXQGHULQJ�WKDW�ZLOO
EHVW�DVVLVW�VWDWHV�LQ�LPSOHPHQWDWLRQ�RI�WKH�%XHQRV�$LUHV�&RPPXQLTX���DQG

3DUWLFLSDWLQJ�LQ�WKH�GHYHORSPHQW�RI�WKH�6RXWK�$PHULFDQ�)LQDQFLDO�$FWLRQ�7DVN�)RUFH�RQ�0RQH\
/DXQGHULQJ��)$),68'��

:RUN�RQ�WKH�SHHU�UHYLHZ�SURFHVV�FRQFHUQLQJ�DQWLGUXJ�SROLFLHV�DQG�DFWLYLWLHV�RI�PHPEHU�VWDWHV�LQFOXGLQJ
UHODWHG�DFWLYLWLHV�VXFK�DV�PRQH\�ODXQGHULQJ�FRQWURO�XQGHU�WKH�0XOWLODWHUDO�(YDOXDWLRQ�0HFKDQLVP
�0(0��FRQWLQXHG�RQ�VFKHGXOH�WKURXJKRXW�WKH�\HDU��7KH�ILUVW�URXQG�RI�HYDOXDWLRQV�RI�DOO���
2$6�&,&$'�PHPEHU�FRXQWULHV�EHJDQ�LQ�WKH�ILUVW�KDOI�RI������DQG�FRQFOXGHG�LQ�'HFHPEHU�������7KH
UHVXOWV�ZLOO�EH�SUHVHQWHG�WR�WKH�6XPPLW�RI�WKH�$PHULFDV�PHHWLQJ�VFKHGXOHG�WR�WDNH�SODFH�LQ�4XHEHF
&LW\��&DQDGD�LQ�0D\�������$GGLWLRQDOO\��WKH�*URXS�RI�([SHUWV�WR�&RQWURO�0RQH\�/DXQGHULQJ�SURSRVHG
WKDW�&,&$'�XVH�WKH�LQIRUPDWLRQ�GHULYHG�IURP�WKH�0XOWLODWHUDO�(YDOXDWLRQ�0HFKDQLVP�WR�HYDOXDWH�WKH
PRQH\�ODXQGHULQJ�VLWXDWLRQ�LQ�WKH�+HPLVSKHUH��,W�ZDV�DOVR�SURSRVHG�WKDW�WKH\�GHYHORS�SROLFLHV�LQ�RUGHU
WR�WDNH�LQWR�DFFRXQW�UHFHQW�GHYHORSPHQWV�QRW�DQWLFLSDWHG�LQ�WKH�3ODQ�RI�$FWLRQ�RI�%XHQRV�$LUHV�

0DQ\�DQWL�PRQH\�ODXQGHULQJ�WUDLQLQJ�DFWLYLWLHV�KDYH�EHHQ�FDUULHG�RXW�GXULQJ�������LQFOXGLQJ��WKH
FXOPLQDWLRQ�RI�WKH�&,&$'�,QWHU�$PHULFDQ�'HYHORSPHQW�%DQN��,'%��3LORW�3URMHFW�WR�WUDLQ�RIILFLDOV�RI
EDQNLQJ�UHJXODWRU\�RUJDQL]DWLRQV�DQG�ILQDQFLDO�HQWLWLHV��7KLV�3URMHFW�ZDV�FDUULHG�RXW�LQ�$UJHQWLQD�
%ROLYLD��&KLOH��&RORPELD��(FXDGRU��3HUX�DQG�8UXJXD\�EHWZHHQ�$SULO�DQG�'HFHPEHU�������7KH�IROORZ�
XS�VWDJH�RI�WKLV�SURJUDP�KDV�EHJXQ�LQ�WKHVH�FRXQWULHV�E\�PHDQV�RI�D�ZHE�SDJH�FUHDWHG�E\�&,&$'�IRU
SURYLGLQJ�XSGDWHG�LQIRUPDWLRQ�DQG�IRU�FRQVXOWDWLRQ�SXUSRVHV��$GGLWLRQDOO\��WUDLQLQJ�FRXUVHV�IRU�MXGJHV�
SURVHFXWRUV�DQG�RIILFLDOV�RI�WKH�)LQDQFLDO�,QWHOOLJHQFH�8QLWV�ZHUH�GHVLJQHG�GXULQJ�WKH�\HDU��DQG�WKH
,'%�KDV�FRPPLWWHG�IXQGV�WR�VXSSRUW�FRXUVHV�IRU�MXGJHV�DQG�SURVHFXWRUV�

$V�D�UHVXOW�RI�DQ�DJUHHPHQW�EHWZHHQ�WKH�1DWLRQDO�'UXJ�3ODQ�RI�6SDLQ�DQG�&,&$'��D�FRXUVH�RQ�WKH
FRQWURO�DQG�LQYHVWLJDWLRQ�RI�PRQH\�ODXQGHULQJ�KDV�EHJXQ��7KLV�RQH�ZHHN�FRXUVH�ZLOO�EH�JLYHQ�HYHU\�VL[
PRQWKV��,W�LV�GLYLGHG�LQWR�IRXU�PRGXOHV��WKH�ILUVW�RI�ZKLFK�ZDV�FDUULHG�RXW�LQ�$QWLJXD�DQG�%DUEXGD�DQG
*XDWHPDOD�IURP�0D\����WR�-XQH����7KH�VHFRQG�PRGXOH�RI�WKH�FRXUVH�ZDV�KHOG�LQ�&DUWDJHQD��&RORPELD
LQ�1RYHPEHU�������DQG�DGGUHVVHG�WKH�FRQWURO�DQG�LQYHVWLJDWLRQ�RI�PRQH\�ODXQGHULQJ�

:LWK�UHVSHFW�WR�WKH�5HJLRQDO�&HQWUH�IRU�/HJDO�&RRSHUDWLRQ�DQG�'HYHORSPHQW�LQ�&HQWUDO�$PHULFD��WZR
FRXUVHV�RQ�WKH�SUHYHQWLRQ�RI�PRQH\�ODXQGHULQJ�ZHUH�FDUULHG�RXW�LQ�$XJXVW�DQG�2FWREHU�LQ�3DQDPD�DQG
+RQGXUDV��UHVSHFWLYHO\��$�URXQG�WDEOH�VHVVLRQ�RI�MXGJHV��SURVHFXWRUV�DQG�OHJLVODWRUV�ZLOO�EH�KHOG�LQ
&RVWD�5LFD�LQ�WKH�ILUVW�TXDUWHU�RI������WR�HQGHDYRU�WR�UHDFK�DJUHHPHQWV�RQ�KRZ�WR�GHYHORS�ODZV�LQ
DUHDV�ZKHUH�OHJDO�GHILFLHQFLHV�KDYH�LPSHGHG�EHWWHU�PRQH\�ODXQGHULQJ�FRQWUROV�

)LQDOO\��LQ�UHJDUG�WR�FRXUVH�SDUWLFLSDWLRQ��UHSUHVHQWDWLYHV�RI�&,&$'�JDYH�SUHVHQWDWLRQV�DW�WKH��)LUVW
/DWLQ�$PHULFDQ�&RQIHUHQFH�LQ�0RQH\�/DXQGHULQJ��RUJDQL]HG�E\�$OHUW�*OREDO�0HGLD��ZKLFK�WRRN�SODFH
LQ�%XHQRV�$LUHV�LQ�2FWREHU��5HSUHVHQWDWLYHV�DOVR�SDUWLFLSDWHG�DW�D�5HJLRQDO�6HPLQDU�KHOG�LQ�/LPD��3HUX
LQ�1RYHPEHU�IRU�WKH�$QGHDQ�FRXQWULHV�RUJDQL]HG�E\�WKH�8QLWHG�1DWLRQV�2IILFH�RI�'UXJ�&RQWURO
3URJUDPV�DQG�WKH�)UHQFK�3ROLFH�)RUFH�

7KH�8QLWHG�1DWLRQV

81�&RQYHQW L RQ�$JDLQVW �7UDQVQDW L RQD O �2U JDQL]HG �& U LP H

7KH�81�&RQYHQWLRQ�DJDLQVW�7UDQVQDWLRQDO�2UJDQL]HG�&ULPH��&RQYHQWLRQ���VLJQHG�E\�����FRXQWULHV
LQFOXGLQJ�WKH�8QLWHG�6WDWHV�DW�D�KLJK�OHYHO�VLJQLQJ�FRQIHUHQFH�'HFHPEHU�������LQ�3DOHUPR��,WDO\��LV�WKH
ILUVW�OHJDOO\�ELQGLQJ�PXOWLODWHUDO�WUHDW\�VSHFLILFDOO\�WDUJHWLQJ�WUDQVQDWLRQDO�RUJDQL]HG�FULPH��7ZR
VXSSOHPHQWDO�3URWRFROV�DGGUHVVLQJ�WUDIILFNLQJ�LQ�SHUVRQV�DQG�PLJUDQW�VPXJJOLQJ�ZHUH�DOVR�VLJQHG�LQ
3DOHUPR��(DFK�LQVWUXPHQW�UHTXLUHV����VWDWHV�WR�EHFRPH�SDUWLHV�EHIRUH�LW�FDQ�HQWHU�LQWR�IRUFH�

7KH�&RQYHQWLRQ�WDNHV�DLP�DW�SUHYHQWLQJ�DQG�FRPEDWLQJ�WUDQVQDWLRQDO�RUJDQL]HG�FULPH�WKURXJK�D
FRPPRQ�WRRONLW�RI�FULPLQDO�ODZ�WHFKQLTXHV�DQG�LQWHUQDWLRQDO�FRRSHUDWLRQ��,W�UHTXLUHV�VWDWHV�SDUWLHV�WR



KDYH�ODZV�FULPLQDOL]LQJ�WKH�PRVW�SUHYDOHQW�W\SHV�RI�FULPLQDO�FRQGXFW�DVVRFLDWHG�ZLWK�RUJDQL]HG�FULPH
JURXSV��LQFOXGLQJ�PRQH\�ODXQGHULQJ��REVWUXFWLRQ�RI�MXVWLFH��FRUUXSWLRQ�RI�SXEOLF�RIILFLDOV�DQG
FRQVSLUDF\��7KH�DUWLFOH�RQ�PRQH\�ODXQGHULQJ�UHTXLUHV�SDUWLHV�WR�LQVWLWXWH�D�FRPSUHKHQVLYH�GRPHVWLF
UHJXODWRU\�DQG�VXSHUYLVRU\�UHJLPH�IRU�EDQNV�DQG�ILQDQFLDO�LQVWLWXWLRQV�WR�GHWHU�DQG�GHWHFW�PRQH\
ODXQGHULQJ��7KH�UHJLPH�ZLOO�KDYH�WR�HPSKDVL]H�UHTXLUHPHQWV�IRU�FXVWRPHU�LGHQWLILFDWLRQ��UHFRUG
NHHSLQJ�DQG�UHSRUWLQJ�RI�VXVSLFLRXV�WUDQVDFWLRQV�

8QL WHG �1DWL RQV�* O RED O �3U RJU DPPH�DJD LQVW �0RQH\�/DXQGHU LQJ ��*30/�

7KH�8QLWHG�1DWLRQV�2IILFH�IRU�'UXJ�&RQWURO�DQG�&ULPH�3UHYHQWLRQ��812'&&3���WKURXJK�LWV�*OREDO
3URJUDP�$JDLQVW�0RQH\�/DXQGHULQJ��*30/���VHUYHV�D�XQLTXH�IXQFWLRQ�DV�WKH�RQO\�JOREDO�LQWHUQDWLRQDO
RUJDQL]DWLRQ�SURYLGLQJ�FRPSUHKHQVLYH�DQWL�PRQH\�ODXQGHULQJ�WUDLQLQJ�DQG�WHFKQLFDO�DVVLVWDQFH��,WV
SURJUDPV�H[WHQG�WR�OHJLVODWRUV��ODZ�HQIRUFHPHQW�RIILFLDOV��SURVHFXWRUV�DQG�MXGJHV��UHJXODWRUV��EDQNHUV
DQG�SURYLGHUV�RI�RWKHU�ILQDQFLDO�VHUYLFHV��*30/
V�PLVVLRQ�LV�WR�XVH�WKLV�FDSDFLW\�WR�SURYLGH�SUDFWLFDO�
UHVXOWV�RULHQWHG�DVVLVWDQFH��LQ�FORVH�FRRSHUDWLRQ�ZLWK�LWV�RWKHU�LQWHUQDWLRQDO�SDUWQHUV��WKDW�ZLOO�KHOS
FRXQWULHV�DQG�MXULVGLFWLRQV�DFKLHYH�FRPSOLDQFH�ZLWK�WKH�IXOO�UDQJH�RI�LQWHUQDWLRQDO�DQWL�PRQH\
ODXQGHULQJ�VWDQGDUGV�

.H\�WR�DFKLHYLQJ�WKLV�REMHFWLYH�LQ������ZDV�WKH�*30/�)RUXP��IRUPHUO\�WKH�81�2IIVKRUH�)RUXP��
ZKLFK�ZDV�ODXQFKHG�DW�D�3OHQDU\�PHHWLQJ�LQ�WKH�&D\PDQ�,VODQGV�RQ�0DUFK��������7KH�)RUXP�EURXJKW
WRJHWKHU����RIIVKRUH�MXULVGLFWLRQV��KRSLQJ�WR�VHFXUH�WKHLU�FRPPLWPHQW�WR�WKH�LQWHUQDWLRQDO�VWDQGDUGV
DQG�QRUPV�WKDW�KDYH�HPHUJHG�LQ�WKH�ODVW�GHFDGH�IURP�WKH�8QLWHG�1DWLRQV��)$7)��WKH�2(&'��WKH�%DVHO
&RPPLWWHH��,26&2�DQG�RWKHUV��6RPH����2)&V��VXEVHTXHQWO\�ORGJHG�OHWWHUV�RI�SROLWLFDO�FRPPLWPHQW
ZLWK�WKH�8QLWHG�1DWLRQV�WR�DGKHUH�WR�LQWHUQDWLRQDO�VWDQGDUGV�DQG�QRUPV��7KHVH�UHTXHVWV�IRU�DVVLVWDQFH
ZLOO�KHOS�GHWHUPLQH�WKH�GLUHFWLRQ�RI�*30/
V�WHFKQLFDO�DVVLVWDQFH�SULRULWLHV�IRU�VRPH�WLPH�WR�FRPH�DQG
ZLOO�UHVXOW�LQ�JUHDWHU�GHPDQGV�RQ�WKH�*30/
V�DQG�WKH�8QLWHG�1DWLRQV
�WHFKQLFDO�DVVLVWDQFH�FDSDFLWLHV
DQG�LWV�ILVFDO�UHVRXUFHV�

*30/
V�FRRSHUDWLRQ�ZLWK�WKH�*RYHUQPHQW�RI�,VUDHO�LQ������DQG������LV�QRZ�VHUYLQJ�DV�RQH�RI�WKH
PRGHOV�IRU�LWV�IXWXUH�WHFKQLFDO�DVVLVWDQFH�HIIRUWV��,VUDHO�SDVVHG�DQWL�PRQH\�ODXQGHULQJ�OHJLVODWLRQ�RQ
$XJXVW���������DIWHU�ZRUNLQJ�FORVHO\�ZLWK�WKH�8QLWHG�1DWLRQV�IRU�RYHU�D�\HDU�RQ�WKH�GUDIWLQJ��DQG�RQ
WKH�GHYHORSPHQW�RI�RWKHU�DQWL�PRQH\�ODXQGHULQJ�LQVWLWXWLRQV��*30/
V�RZQ�ODZ\HUV�FRRSHUDWHG�ZLWK
WKHLU�,VUDHOL�FRXQWHUSDUWV�RQ�GUDIWLQJ�WKH�ODZV��RIIHULQJ�WKH�81�PRGHO�OHJLVODWLRQ�DV�D�IRXQGDWLRQ�EXW
ZRUNLQJ�WRZDUGV�SURYLVLRQV�DSSURSULDWH�WR�WKH�LQGLYLGXDO�UHTXLUHPHQWV�RI�,VUDHO
V�OHJDO�V\VWHP��*30/
DOVR�EURXJKW�LQ�H[SHUWV�WR�DGYLVH�RQ�VWUXFWXULQJ�D�ILQDQFLDO�LQWHOOLJHQFH�XQLW�WKDW�ZRXOG�IXQFWLRQ�ZHOO
ZLWK�,VUDHO
V�H[LVWLQJ�LQVWLWXWLRQV��DQG�RUJDQL]HG�VHPLQDUV�LQ�WKH�.QHVVHW�DQG�ZLWK�WKH�SULYDWH�VHFWRU�WR
LQIRUP�OHJLVODWRUV�DQG�EXVLQHVV�SHRSOH�DERXW�ZKDW�WKH�QHZ�PHFKDQLVPV�ZRXOG�GHPDQG�RI�WKHP�

0DQ\�RWKHU�MXULVGLFWLRQV�KDYH�DOVR�WXUQHG�WR�WKH�8QLWHG�1DWLRQV��HLWKHU�LQGLYLGXDOO\�RU�DV�SDUW�RI�D�VXE�
UHJLRQDO�JURXSLQJ��7KH\�LQFOXGH�WKH�%DKDPDV��'RPLQLFD��/LHFKWHQVWHLQ��3DQDPD��6W��.LWWV�DQG�1HYLV
DQG�6W��9LQFHQW�DQG�*UHQDGLQHV��,Q�OLJKW�RI�WKLV��*30/�LV�SODQQLQJ�WR�H[SDQG�LWV�KLJKO\�VXFFHVVIXO
PHQWRULQJ�SURJUDP��ZKLFK�RIIHUV�ORQJHU�WHUP�RQ�VLWH�DVVLVWDQFH�WR�FRXQWULHV��,Q�������*30/�SODFHG
PHQWRUV�LQ�%DUEDGRV�DQG�-DPDLFD��XVLQJ�H[SHUWLVH�SURYLGHG�E\�$8675$&��WKH�$XVWUDOLDQ�),8��DQG�LQ
$QWLJXD�DQG�%DUEXGD�

*30/�SODQV�WR�FRQWLQXH�LWV�IRFXV�RQ�DVVLVWDQFH�DLPHG�DW�GHYHORSLQJ�VXFFHVVIXO�ILQDQFLD O�LQWHOOLJHQFH
XQLWV��),8V��DQG��LQ�SDUWLFXODU��RQ�WKH�GHYHORSPHQW�RI�UHJLRQDO�),8V��ZKHUH�DSSURSULDWH��&RQVLGHUDEOH
SUHSDUDWRU\�ZRUN�RQ�WKH�(DVWHUQ�&DULEEHDQ�UHJLRQDO�),8�ZDV�DOUHDG\�XQGHUZD\�LQ�������LQ�SDUWQHUVKLS
ZLWK�WKH�2UJDQL]DWLRQ�RI�(DVWHUQ�&DULEEHDQ�6WDWHV��2(&6��DQG�WKH�&DULEEHDQ�'HYHORSPHQW�%DQN
�&'%���*30/�DOVR�VXSSRUWHG�UHJLRQDO�DSSURDFKHV�WR�DQWL�PRQH\�ODXQGHULQJ�E\�FRRUGLQDWLQJ�VXE�
UHJLRQDO�ZRUNVKRSV�IRU�WKH�*XOI�6WDWHV�DQG�WKH�$QGHDQ�VXE�UHJLRQ�

&RQYHQW L RQ� I RU � WKH�6XSSU HVVL RQ�RI � WKH�)LQDQFLQJ �RI �7HU U RU L VP

2Q�'HFHPEHU����������WKH�8QLWHG�1DWLRQV�*HQHUDO�$VVHPEO\�DGRSWHG�WKH�,QWHUQDWLRQDO�&RQYHQWLRQ
IRU�WKH�6XSSUHVVLRQ�RI�WKH�)LQDQFLQJ�RI�7HUURULVP��,W�ZDV�RSHQHG�IRU�VLJQDWXUH�IURP�-DQXDU\���������
WR�'HFHPEHU�����������7KLV�&RQYHQWLRQ�UHTXLUHV�SDUWLHV�WR�FULPLQDOL]H�WKH�SURYLVLRQ�RU�FROOHFWLRQ�RI
IXQGV�ZLWK�WKH�LQWHQW�WKDW�WKH\�EH�XVHG��RU�LQ�WKH�NQRZOHGJH�WKDW�WKH\�DUH�WR�EH�XVHG��WR�FRQGXFW
FHUWDLQ�WHUURULVW�DFWLYLW\��$UWLFOH����RI�WKH�&RQYHQWLRQ�UHTXLUHV�VWDWHV�SDUWLHV�WR�FRRSHUDWH�LQ�WKH
SUHYHQWLRQ�RI�WHUURULVW�ILQDQFLQJ�E\�DGDSWLQJ�WKHLU�GRPHVWLF�OHJLVODWLRQ��LI�QHFHVVDU\��WR�SUHYHQW�DQG
FRXQWHU�SUHSDUDWLRQV�LQ�WKHLU�UHVSHFWLYH�WHUULWRULHV�IRU�WKH�FRPPLVVLRQ�RI�RIIHQVHV�VSHFLILHG�LQ�$UWLFOH���
7R�WKDW�HQG��$UWLFOH����HQFRXUDJHV�LPSOHPHQWDWLRQ�RI�QXPHURXV�PHDVXUHV�DOVR�LQFOXGHG�DPRQJ�WKH
)$7)
V����5HFRPPHQGDWLRQV��7KHVH�PHDVXUHV��ZKLFK�VWDWHV�SDUWLHV�PD\�LPSOHPHQW�DW�WKHLU�GLVFUHWLRQ�
LQFOXGH��SURKLELWLQJ�DFFRXQWV�KHOG�E\�RU�EHQHILWLQJ�SHRSOH�XQLGHQWLILHG�RU�XQLGHQWLILDEOH��YHULI\LQJ�WKH
LGHQWLW\�RI�WKH�UHDO�SDUWLHV�WR�WUDQVDFWLRQV��DQG�UHTXLULQJ�ILQDQFLDO�LQVWLWXWLRQV�WR�YHULI\�WKH�H[LVWHQFH



DQG�WKH�VWUXFWXUH�RI�WKH�FXVWRPHU�E\�REWDLQLQJ�SURRI�RI�LQFRUSRUDWLRQ�

7KH�&RQYHQWLRQ�DOVR�HQFRXUDJHV�VWDWHV�SDUWLHV�WR�REOLJDWH�ILQDQFLDO�LQVWLWXWLRQV�WR�UHSRUW�FRPSOH[�RU
ODUJH�WUDQVDFWLRQV�DQG�XQXVXDO�SDWWHUQV�RI�WUDQVDFWLRQV�ZKLFK�KDYH�QR�DSSDUHQW�HFRQRPLF�RU�ODZIXO
SXUSRVH��ZLWKRXW�LQFXUULQJ�FULPLQDO�RU�FLYLO�OLDELOLW\�IRU�JRRG�IDLWK�UHSRUWLQJ��WR�UHTXLUH�ILQDQFLDO
LQVWLWXWLRQV�WR�PDLQWDLQ�UHFRUGV�IRU�ILYH�\HDUV��WR�VXSHUYLVH��IRU�H[DPSOH��WKURXJK�OLFHQVLQJ��PRQH\�
WUDQVPLVVLRQ�DJHQFLHV��DQG�WR�PRQLWRU�WKH�SK\VLFDO�FURVV�ERUGHU�WUDQVSRUWDWLRQ�RI�FDVK�DQG�EHDUHU
QHJRWLDEOH�LQVWUXPHQWV��)LQDOO\��WKH�&RQYHQWLRQ�DGGUHVVHV�LQIRUPDWLRQ�H[FKDQJH��LQFOXGLQJ�WKURXJK�WKH
,QWHUQDWLRQDO�&ULPLQDO�3ROLFH�2UJDQL]DWLRQ��,QWHUSRO���$V�RI�-DQXDU\��������������VWDWHV�KDG�VLJQHG�WKH
&RQYHQWLRQ��LQFOXGLQJ�WKH�8QLWHG�6WDWHV��,W�ZLOO�HQWHU�LQWR�IRUFH�RQ�WKH�WKLUWLHWK�GD\�DIWHU����VWDWHV
KDYH�EHFRPH�SDUWLHV�

%DVHO�&RPPLWWHH�RQ�%DQNLQJ�6XSHUYLVLRQ

7KH�%DVHO�&RPPLWWHH�RQ�%DQNLQJ�6XSHUYLVLRQ�����SDUW�RI�WKH�%DQN�IRU�,QWHUQDWLRQDO�6HWWOHPHQWV�
LVVXHG�LQ�-DQXDU\�������D�FRQVXOWDWLYH�SDSHU�RQ�FXVWRPHU�GXH�GLOLJHQFH�IRU�EDQNV��7KH�SDSHU�LV�SDUW�RI
DQ�RQJRLQJ�HIIRUW�E\�WKH�%DVHO�&RPPLWWHH�WR�VWUHQJWKHQ�ULVN�PDQDJHPHQW�SURFHGXUHV�LQ�EDQNV
WKURXJKRXW�WKH�ZRUOG��,Q�GHYHORSLQJ�WKH�FRQVXOWDWLYH�SDSHU��WKH�%DVHO�&RPPLWWHH�GHWHUPLQHG�WKDW
PDQ\�FRXQWULHV�DURXQG�WKH�ZRUOG�KDYH�QRW�GHYHORSHG�EDVLF�VXSHUYLVRU\�SUDFWLFHV�ZLWK�UHJDUG�WR�PRQH\
ODXQGHULQJ�DQG�RWKHU�ILQDQFLDO�FULPHV�DQG�ORRN�WR�WKH�%DVHO�&RPPLWWHH�IRU�JXLGDQFH�LQ�WKHVH�DUHDV��7KH
FRQVXOWDWLYH�SDSHU��RQFH�DGRSWHG�E\�QDWLRQDO�VXSHUYLVRUV��ZLOO�SURYLGH�WKH�IUDPHZRUN�IRU�QDWLRQDO
VXSHUYLVRU\�VWDQGDUGV�ZLWK�UHJDUG�WR�FXVWRPHU�GXH�GLOLJHQFH��7KH�FRQVXOWDWLYH�SDSHU�VHWV�IRUWK
JXLGDQFH�IRU�QDWLRQDO�EDQNLQJ�VXSHUYLVRUV�WR�HVWDEOLVK�PLQLPXP�VWDQGDUGV�DQG�LQWHUQDO�FRQWUROV�WR
HQVXUH�WKDW�EDQNV�NQRZ�ZLWK�ZKRP�WKH\�DUH�GRLQJ�EXVLQHVV��7KH�HVVHQWLDO�HOHPHQWV�IRU�FXVWRPHU�GXH
GLOLJHQFH��DV�VHW�IRUWK�LQ�WKH�SDSHU��LQFOXGH�FXVWRPHU�DFFHSWDQFH�SROLFHV��FXVWRPHU�LGHQWLILFDWLRQ�
PRQLWRULQJ�RI�KLJK�ULVN�DFFRXQWV�DQG�ULVN�PDQDJHPHQW�

����7KH�%DVHO�&RPPLWWHH�RQ�%DQNLQJ�6XSHUYLVLRQ�LV�D�&RPPLWWHH�RI�EDQNLQJ�VXSHUYLVRU\�DXWKRULWLHV�ZKLFK�ZDV�HVWDEOLVKHG�E\�WKH�FHQWUDO

EDQN�*RYHUQRUV�RI�WKH�*URXS�RI�7HQ�FRXQWULHV�LQ�������,W�FRQVLVWV�RI�VHQLRU�UHSUHVHQWDWLYHV�RI�EDQNLQJ�VXSHUYLVRU\�DXWKRULWLHV�DQG�FHQWUDO

EDQNV�IURP�%HOJLXP��&DQDGD��)UDQFH��*HUPDQ\��,WDO\��-DSDQ��/X[HPERXUJ��1HWKHUODQGV��6ZHGHQ��6ZLW]HUODQG��8QLWHG�.LQJGRP�DQG�WKH

8QLWHG�6WDWHV�

)LQDQFLDO�,QWHOOLJHQFH�8QLWV�DQG�WKH�(JPRQW�*URXS

7KH�ILJKW�DJDLQVW�PRQH\�ODXQGHULQJ�KDV�EHHQ�DQ�HVVHQWLDO�SDUW�RI�WKH�RYHUDOO�VWUXJJOH�WR�FRPEDW�LOOHJDO
QDUFRWLFV�WUDIILFNLQJ�DQG�WKH�DFWLYLWLHV�RI�RUJDQL]HG�FULPH��7KH�PHDVXUHV�JRYHUQPHQWV�KDYH�GHYHORSHG
WR�FRXQWHU�PRQH\�ODXQGHULQJ�FDQ�DOVR�KHOS�VWHP�FRUUXSWLRQ��WHUURULVW�ILQDQFLQJ��DQG�RWKHU�VHULRXV�FULPH�
%DQNV�DQG�RWKHU�ILQDQFLDO�LQVWLWXWLRQV�DUH�DQ�LPSRUWDQW�VRXUFH�IRU�LQIRUPDWLRQ�DERXW�PRQH\�ODXQGHULQJ
DQG�RWKHU�ILQDQFLDO�FULPHV�

,Q�WKH�����V��JRYHUQPHQWV�DURXQG�WKH�ZRUOG�EHJDQ�WR�ZRUN�WRJHWKHU�WR�PLWLJDWH�WKH�FRUURVLYH�GDQJHUV
WKDW�XQFKHFNHG�ILQDQFLDO�FULPHV�SRVHG�WR�WKHLU�HFRQRPLF�DQG�SROLWLFDO�V\VWHPV��7R�DGGUHVV�WKLV�WKUHDW�
PDQ\�JRYHUQPHQWV�FUHDWHG�VSHFLDOL]HG�DJHQFLHV�WR�GHDO �ZLWK�WKH�SUREOHP�RI�PRQH\�ODXQGHULQJ��,Q�WKH
EHJLQQLQJ��WKHUH�ZDV�QR�XQLI\LQJ�FRQFHSW�RI�ZKDW�IXQFWLRQV�WKHVH�DJHQFLHV�VKRXOG�SHUIRUP��DQG�LW�ZDV
DOPRVW�E\�DFFLGHQW�WKDW�WKH\�KDG�LQ�FRPPRQ�WKH�IXQFWLRQ�RI�UHFHLYLQJ�DQG�SURFHVVLQJ�ILQDQFLDO
GLVFORVXUHV��$W�DERXW�WKLV�WLPH��WKH�KHDGV�RI�WKHVH�RUJDQL]DWLRQV�EHJDQ�WR�EHFRPH�YLVLEOH�RQ�QDWLRQDO
GHOHJDWLRQV�DW�YDULRXV�LQWHUQDWLRQDO�PHHWLQJV�DQG�FRQIHUHQFHV��7KURXJK�WKHVH�LQIRUPDO�FRQWDFWV��WKH\
VKDUHG�FRPPRQ�H[SHULHQFHV�DQG�GHWHUPLQHG�WKDW�LW�PLJKW�EH�XVHIXO�WR�PHHW�DQG�GLVFXVV�WKHVH
FRPPRQDOWLHV��7KHVH�ILUVW�FRQWDFWV�OHG�WR�D�PHHWLQJ�RQ�-XQH���������DW�WKH�(JPRQW�$UHQEHUJ�3DODFH�LQ
%UXVVHOV��%HOJLXP�WR�GLVFXVV�ILQDQFLDO�LQWHOOLJHQFH�XQLWV�RU�),8V��&KDLUHG�MRLQWO\�E\�)LQ&(1�DQG�WKH
&HOOXOH�GH�7UDLWHPHQW�GHV�,QIRUPDWLRQV�)LQDQFLHUHV��&7,)��RI�%HOJLXP��WKH�PHHWLQJ�LQ�%UXVVHOV
HQDEOHG�SDUWLFLSDQWV�WR�EHFRPH�DFTXDLQWHG�ZLWK�WKH�DOUHDG\�H[LVWLQJ�),8V�����QDWLRQV��DQG�WR�RSHQ
FRPPXQLFDWLRQ�FKDQQHOV��1RZ�NQRZQ�DV�WKH�(JPRQW�*URXS��WKHVH�),8V�PHHW�\HDUO\�WR�ILQG�ZD\V�WR
FRRSHUDWH��HVSHFLDOO\�LQ�WKH�DUHDV�RI�LQIRUPDWLRQ�H[FKDQJH��WUDLQLQJ��DQG�WKH�VKDULQJ�RI�H[SHUWLVH�

'XULQJ�WKH�(JPRQW�3OHQDU\�LQ�1RYHPEHU�������LQ�5RPH��WKH�(JPRQW�*URXS�FDPH�WR�DQ�DJUHHPHQW�RQ
WKH�GHILQLWLRQ�RI�DQ�),8��)LQDQFLDO�,QWHOOLJHQFH�8QLWV�DUH�FHQWUDOL]HG�DJHQFLHV�WKDW��DW�D�PLQLPXP�
UHFHLYH��DQDO\]H��DQG�GLVFORVH�WR�FRPSHWHQW�DXWKRULWLHV�LQIRUPDWLRQ�SURYLGHG�E\�ILQDQFLDO�LQVWLWXWLRQV
�DQG�RWKHU�PDQGDWHG�HQWLWLHV��FRQFHUQLQJ�SRVVLEOH�PRQH\�ODXQGHULQJ�DQG�RWKHU�ILQDQFLDO�FULPHV��),8V
RIIHU�ODZ�HQIRUFHPHQW�DJHQFLHV�DURXQG�WKH�ZRUOG�DQ�LPSRUWDQW�QHZ�DYHQXH�IRU�LQIRUPDWLRQ�FROOHFWLRQ
DQG�H[FKDQJH�

7KH�(JPRQW�*URXS�DV�D�ZKROH�PHHWV�RQFH�D�\HDU��DQG�ZRUNLQJ�JURXSV��/HJDO�
7UDLQLQJ�&RPPXQLFDWLRQV��DQG�2XWUHDFK��PHHW�WKUHH�WLPHV�D�\HDU�WR�GLVFXVV�LVVXHV�UHODWHG�WR�PRQH\



ODXQGHULQJ�DQG�WR�FRQGXFW�EXVLQHVV��7KHVH�ZRUNLQJ�JURXSV�FRQVLVW�RI�D�&KDLU��9LFH�&KDLU�DQG�RWKHU
ZRUNLQJ�UHSUHVHQWDWLYHV�IURP�),8�PHPEHUV�ZKR�VHUYH�RQ�D�YROXQWDU\�EDVLV�

7KH�/HJDO�:RUNLQJ�*URXS�KDV�IRFXVHG�LWV�HIIRUWV�RQ�LVVXHV�UHODWHG�WR�LQIRUPDWLRQ�H[FKDQJH�EHWZHHQ
),8V�

7KH�7UDLQLQJ�&RPPXQLFDWLRQV�:RUNLQJ�*URXS�ORRNV�DW�ZD\V�WR�FRPPXQLFDWH�PRUH�HIIHFWLYHO\�
LGHQWLILHV�WUDLQLQJ�RSSRUWXQLWLHV�IRU�),8�SHUVRQQHO�DQG�H[DPLQHV�QHZ�VRIWZDUH�DSSOLFDWLRQV�WKDW�PLJKW
IDFLOLWDWH�WKH�DQDO\WLFDO�ZRUN�RI�WKHVH�SHUVRQQHO��2WKHU�VLJQLILFDQW�SURJUDPV�GHYHORSHG�E\�WKLV�ZRUNLQJ
JURXS�DUH�WKH�),8�SHUVRQQHO�H[FKDQJH�SURJUDPV�DQG�WKH�WRSLFDO�UHJLRQDO�ZRUNVKRSV�KRVWHG�E\�YDULRXV
),8V��([FKDQJHV�DQG�ZRUNVKRSV�EHWZHHQ�),8V�KDYH�RFFXUUHG�DOO�RYHU�WKH�JOREH�ZLWK�JRRG�UHVXOWV�
$QRWKHU�PDMRU�LQLWLDWLYH�RI�WKH�7UDLQLQJ�&RPPXQLFDWLRQV�:RUNLQJ�*URXS�ZDV�WKH�FR�KRVWLQJ�RI�DQ
),8�WUDLQLQJ�VHPLQDU�IRU�DQDO\VWV�LQ�-DQXDU\�������$OO�),8V��DV�ZHOO�DV�FRXQWULHV�ZRUNLQJ�WRZDUG
FUHDWLQJ�),8V��ZHUH�LQYLWHG�WR�SDUWLFLSDWH�LQ�WKLV�ILUVW�PDMRU�(JPRQW�WUDLQLQJ�RSSRUWXQLW\�LQ�ZKLFK�RYHU
����DQDO\VWV�SDUWLFLSDWHG�

,W�LV�DOVR�YLD�WKLV�ZRUNLQJ�JURXS�WKDW�FKDQJHV�DQG�HQKDQFHPHQWV�DUH�LGHQWLILHG�IRU�WKH�(JPRQW�6HFXUH
:HE��,W�KDV�ORQJ�EHHQ�UHFRJQL]HG�WKDW�IHHGEDFN�WR�WKH�YDULRXV�ILQDQFLDO�LQVWLWXWLRQV�DQG�RWKHU�HQWLWLHV
UHTXLUHG�WR�UHSRUW�VXVSLFLRXV�RU�XQXVXDO�WUDQVDFWLRQV�ZDV�ODFNLQJ��,Q�RUGHU�WR�DWWHPSW�WR�SURYLGH�D
GRFXPHQW�WR�VKRZ�WKH�XWLOLW\�LQ�UHSRUWLQJ�VXVSLFLRXV�XQXVXDO�WUDQVDFWLRQV��WKH
7UDLQLQJ�&RPPXQLFDWLRQV�:RUNLQJ�*URXS�XQGHUWRRN�D�PDMRU�SURMHFW�LQ������WR�FRPSLOH�D�ERRNOHW�RI
VXFFHVVIXO�PRQH\�ODXQGHULQJ�FDVHV�IURP�DURXQG�WKH�ZRUOG��,W�LV�H[SHFWHG�WKDW�WKH�ERRNOHW�ZLOO�EH
DYDLODEOH�WR�DOO�),8V�LQ�HDUO\������

7KH�2XWUHDFK�:RUNLQJ�*URXS�ZRUNV�WR�FUHDWH�D�JOREDO�QHWZRUN�RI�),8V�WR�IDFLOLWDWH�LQWHUQDWLRQDO
FRRSHUDWLRQ��7KH�2XWUHDFK�:RUNLQJ�*URXS�KDV�LGHQWLILHG�FRXQWULHV�WKDW�WKH�(JPRQW�*URXS�VKRXOG
DSSURDFK�WR�RIIHU�WR�DVVLVW�LQ�WKH�GHYHORSPHQW�RI�),8V��7KHVH�KDYH�EHHQ�FDWHJRUL]HG�LQWR�VKRUW�
PHGLXP�DQG�ORQJ�WHUP�),8�GHYHORSPHQW�SURMHFWV�IRU�WKH�2XWUHDFK�:RUNLQJ�*URXS�

7KH�(JPRQW�*URXS�KDV�QR�VHFUHWDULDW��$GPLQLVWUDWLYH�IXQFWLRQV�DUH�VKDUHG�E\�),8V�RQ�D�URWDWLQJ�EDVLV�
&XUUHQWO\��WKH�'XWFK�027�KDV�DVVXPHG�WKLV�IXQFWLRQ�

7KHUH�DUH�FXUUHQWO\����RSHUDWLRQDO�),8�XQLWV�ZRUOGZLGH��ZLWK�PDQ\�RWKHUV�LQ�YDULRXV�VWDJHV�RI
GHYHORSPHQW��),8V�RSHUDWH�LQ��$UXED��$XVWUDOLD��$XVWULD��%HOJLXP��%HUPXGD��%ROLYLD��%UD]LO��%ULWLVK
9LUJLQ�,VODQGV��%XOJDULD��&KLOH��&RORPELD��&RVWD�5LFD��&URDWLD��&\SUXV��&]HFK�5HSXEOLF��'HQPDUN�
'RPLQLFDQ�5HSXEOLF��(VWRQLD��)LQODQG��)UDQFH��*UHHFH��*XHUQVH\��+RQJ�.RQJ��+XQJDU\��,FHODQG�
,UHODQG��,VOH�RI�0DQ��,WDO\��-DSDQ��-HUVH\��/DWYLD��/LWKXDQLD��/X[HPERXUJ��0H[LFR��0RQDFR�
1HWKHUODQGV��1HWKHUODQGV�$QWLOOHV��1HZ�=HDODQG��1RUZD\��3DQDPD��3DUDJXD\��3RUWXJDO��5RPDQLD�
6ORYDNLD��6ORYHQLD��6SDLQ��6ZHGHQ��6ZLW]HUODQG��7DLZDQ��7XUNH\��8QLWHG�.LQJGRP��8QLWHG�6WDWHV�DQG
9HQH]XHOD�

'XULQJ�WKH�SOHQDU\�PHHWLQJ�LQ�0D\�������ILYH�QHZ�MXULVGLFWLRQV��EROGHG�DERYH��MRLQHG�WKH�(JPRQW
URVWHU��2QH�RI�WKH�PDLQ�JRDOV�RI�WKH�(JPRQW�*URXS�LV�WR�FUHDWH�D�JOREDO�QHWZRUN�RI�),8V�WR�IDFLOLWDWH
LQWHUQDWLRQDO�FRRSHUDWLRQ��$OWKRXJK�),8V�RSHUDWH�GLIIHUHQWO\��),8V�H[FKDQJH�LQIRUPDWLRQ�ZLWK�WKHLU
FRXQWHUSDUWV�XQGHU�FHUWDLQ�VSHFLILF�FRQGLWLRQV��7KLV�LQIRUPDWLRQ�FRXOG�EH�VXVSLFLRXV�RU�XQXVXDO
WUDQVDFWLRQ�UHSRUWV�IURP�WKH�ILQDQFLDO�VHFWRU�DV�ZHOO�DV�JRYHUQPHQW�DGPLQLVWUDWLYH�GDWD�DQG�SXEOLF
UHFRUG�LQIRUPDWLRQ��0DQ\�),8V�FDQ�EH�RI�DVVLVWDQFH�LQ�SURYLGLQJ�ILQDQFLDO�LQWHOOLJHQFH�UDSLGO\�WR�RWKHU
),8V��2QH�RI�WKH�PRVW�VLJQLILFDQW�DFFRPSOLVKPHQWV�RI�WKH�JURXS
V�HIIRUWV�KDV�EHHQ�WKH�FUHDWLRQ�RI�D
VHFXUH�,QWHUQHW�ZHE�VLWH��(JPRQW
V�,QWHUQDWLRQDO �6HFXUH�:HE�6\VWHP��(6:��GHYHORSHG�SULPDULO\�E\
)LQ&(1�SHUPLWV�PHPEHUV�RI�WKH�JURXS�WR�FRPPXQLFDWH�ZLWK�RQH�DQRWKHU�YLD�VHFXUH�H�PDLO��SRVWLQJ
DQG�DVVHVVLQJ�LQIRUPDWLRQ�UHJDUGLQJ�WUHQGV��DQDO\WLFDO�WRROV��DQG�WHFKQRORJLFDO�GHYHORSPHQWV��,Q�RWKHU
ZRUGV��WKLV�V\VWHP�SURYLGHV�WKH�DELOLW\�WR�IDFLOLWDWH�SUDFWLFDO��UDSLG�H[FKDQJHV�RI�LQIRUPDWLRQ�WKDW�FRXOG
HQKDQFH�WKH�HIIRUWV�RI�WKH�ILJKW�DJDLQVW�PRQH\�ODXQGHULQJ��)LQ&(1��RQ�EHKDOI�RI�WKH�(JPRQW�*URXS�
PDLQWDLQV�WKH�(JPRQW�6HFXUH�:HE��&XUUHQWO\��WKHUH�DUH����),8V�FRQQHFWHG�WR�WKH�(6:�

7KH�RQJRLQJ�GHYHORSPHQW�DQG�HVWDEOLVKPHQW�RI�),8V�H[HPSOLI\�KRZ�FRXQWULHV�DURXQG�WKH�ZRUOG
FRQWLQXH�WR�LQWHQVLI\�WKHLU�HIIRUWV�WR�IRFXV�RQ�UHVHDUFK��DQDO\VLV�DQG�LQIRUPDWLRQ�H[FKDQJH�LQ�RUGHU�WR
FRPEDW�PRQH\�ODXQGHULQJ�DQG�RWKHU�ILQDQFLDO�FULPHV�

0RQH\�/DXQGHULQJ�&RPSDUDWLYH�7DEOH

(DFK�\HDU��8�6��RIILFLDOV�IURP�DJHQFLHV�ZLWK�DQWL�PRQH\�ODXQGHULQJ�UHVSRQVLELOLWLHV�PHHW�WR�DVVHVV�WKH
PRQH\�ODXQGHULQJ�VLWXDWLRQV�LQ�PRUH�WKDQ�����MXULVGLFWLRQV��7KH�UHYLHZ�LQFOXGHV�DQ�DVVHVVPHQW�RI�WKH
VLJQLILFDQFH�RI�ILQDQFLDO�WUDQVDFWLRQV�LQ�WKH�FRXQWU\
V�ILQDQFLDO�LQVWLWXWLRQV�WKDW�LQYROYH�SURFHHGV�RI
VHULRXV�FULPH��VWHSV�WDNHQ�RU�QRW�WDNHQ�WR�DGGUHVV�ILQDQFLDO�FULPH�DQG�PRQH\�ODXQGHULQJ� �HDFK



MXULVGLFWLRQ
V�YXOQHUDELOLW\�WR�PRQH\�ODXQGHULQJ��WKH�FRQIRUPDQFH�RI�LWV�ODZV�DQG�SROLFLHV�WR
LQWHUQDWLRQDO�VWDQGDUGV��WKH�HIIHFWLYHQHVV�ZLWK�ZKLFK�WKH�JRYHUQPHQW�KDV�DFWHG��DQG�WKH�JRYHUQPHQW
V
SROLWLFDO�ZLOO�WR�WDNH�QHHGHG�DFWLRQV�

7KH������,1&65�DVVLJQHG�SULRULWLHV�WR�MXULVGLFWLRQV�XVLQJ�D�FODVVLILFDWLRQ�V\VWHP�FRQVLVWLQJ�RI�WKUHH
GLIIHUHQWLDO�FDWHJRULHV�WLWOHG�-XULVGLFWLRQV�RI�3ULPDU\�&RQFHUQ��-XULVGLFWLRQV�RI�&RQFHUQ��DQG�2WKHU
-XULVGLFWLRQV�0RQLWRUHG�

,1&65�SULRULWLHV�GUDZ�XSRQ�D�QXPEHU�RI�IDFWRUV�ZKLFK�LQFOXGH������ZKHWKHU�WKH�FRXQWU\
V�ILQDQFLDO
LQVWLWXWLRQV�HQJDJH�LQ�WUDQVDFWLRQV�LQYROYLQJ�VLJQLILFDQW�DPRXQWV�RI�SURFHHGV�IURP�VHULRXV�FULPH�����
WKH�H[WHQW�WR�ZKLFK�WKH�MXULVGLFWLRQ�LV�RU�UHPDLQV�YXOQHUDEOH�WR�PRQH\�ODXQGHULQJ��QRWZLWKVWDQGLQJ�LWV
PRQH\�ODXQGHULQJ�FRXQWHUPHDVXUHV��LI�DQ\���� ��WKH�QDWXUH�DQG�H[WHQW�RI�WKH�PRQH\�ODXQGHULQJ�VLWXDWLRQ
LQ�HDFK�MXULVGLFWLRQ��IRU�H[DPSOH��ZKHWKHU�LW�LQYROYHV�GUXJV�RU�RWKHU�FRQWUDEDQG�������WKH�ZD\V�LQ�ZKLFK
WKH�8�6��UHJDUGV�WKH�VLWXDWLRQ�DV�KDYLQJ�LQWHUQDWLRQDO�UDPLILFDWLRQV������WKH�VLWXDWLRQ
V�LPSDFW�RQ�8�6�
LQWHUHVWV������ZKHWKHU�WKH�MXULVGLFWLRQ�KDV�WDNHQ�DSSURSULDWH�OHJLVODWLYH�DFWLRQV�WR�DGGUHVV�VSHFLILF
SUREOHPV������ZKHWKHU�WKHUH�LV�D�O DFN�RI�OLFHQVLQJ�DQG�RYHUVLJKW�RI�RIIVKRUH�ILQDQFLDO�FHQWHUV�DQG
EXVLQHVVHV������ZKHWKHU�WKH�MXULVGLFWLRQ
V�ODZV�DUH�EHLQJ�HIIHFWLYHO\�LPSOHPHQWHG��DQG�����ZKHUH�8�6�
LQWHUHVWV�DUH�LQYROYHG��WKH�GHJUHH�RI�FRRSHUDWLRQ�EHWZHHQ�WKH�IRUHLJQ�JRYHUQPHQW�DQG�8�6��JRYHUQPHQW
DJHQFLHV��7KHUH�DUH�DSSUR[LPDWHO\�WZR�GR]HQ�VXE�IDFWRUV�WKDW�DUH�DOVR�FRQVLGHUHG��7KHVH�VXE�IDFWRUV
�&DWHJRU\�&ULWHULD��DUH�H[SODLQHG�EH ORZ�

$�JRYHUQPHQW��H�J���WKH�8�6��RU�WKH�8.��FDQ�KDYH�FRPSUHKHQVLYH�ODZV�RQ�LWV�ERRNV�DQG�FRQGXFW
DJJUHVVLYH�DQWL�PRQH\�ODXQGHULQJ�HQIRUFHPHQW�HIIRUWV�EXW�VWLOO�EH�FODVVLILHG�D��3ULPDU\�&RQFHUQ�
MXULVGLFWLRQ��,Q�VRPH�FDVHV��WKLV�FODVVLILFDWLRQ�PD\�VLPSO\�RU�ODUJHO\�EH�D�IXQFWLRQ�RI�WKH�VL]H�RI�WKH
MXULVGLFWLRQ
V�HFRQRP\��,Q�VXFK�MXULVGLFWLRQV��WKH�YROXPH�RI�PRQH\�ODXQGHULQJ�LV�OLNHO\�WR�EH
VXEVWDQWLDO� �QHFHVVLWDWLQJ�TXLFN��FRQWLQXRXV�DQG�HIIHFWLYH�DQWL�PRQH\�ODXQGHULQJ�HIIRUWV�E\�WKH
JRYHUQPHQW���3ULPDU\�&RQFHUQ��MXULVGLFWLRQV�ZLOO�WKHUHIRUH�OLNHO\�UHFHLYH�SULRULW\�DWWHQWLRQ�IURP�WKH
8QLWHG�6WDWHV��:KLOH�WKH�WKUHDW�IURP�MXULVGLFWLRQV�FODVVLILHG��&RQFHUQ��LV�QRW�DV�DFXWH��WKH\�WRR�PXVW
XQGHUWDNH�HIIRUWV�WR�GHYHORS�RU�HQKDQFH�WKHLU�DQWL�PRQH\�ODXQGHULQJ�UHJLPHV��)LQDOO\��ZKLOH
MXULVGLFWLRQV�LQ�WKH��2WKHU��FDWHJRU\�GR�QRW�SRVH�DQ�LPPHGLDWH�FRQFHUQ��LW�ZLOO�QHYHUWKHOHVV�EH
LPSRUWDQW�WR�PRQLWRU�WKHLU�PRQH\�ODXQGHULQJ�VLWXDWLRQV�EHFDXVH��XQGHU�WKH�ULJKW�FLUFXPVWDQFHV�
YLUWXDOO\�DQ\�MXULVGLFWLRQ�RI�DQ\�VL]H�FDQ�GHYHORS�LQWR�D�VLJQLILFDQW�PRQH\�ODXQGHULQJ�FHQWHU�

&DWHJRU\�&ULWHULD

7KH�FXUUHQW�DELOLW\�RI�PRQH\�ODXQGHUHUV�WR�SHQHWUDWH�YLUWXDOO\�DQ\�ILQDQFLDO�V\VWHP�PDNHV�HYHU\
MXULVGLFWLRQ�D�SRWHQWLDO�PRQH\�ODXQGHULQJ�FHQWHU��7KHUH�LV�QR�SUHFLVH�PHDVXUH�RI�YXOQHUDELOLW\�IRU�DQ\
ILQDQFLDO�V\VWHP��EXW�D�FKHFNOLVW�RI�ZKDW�GUXJ�PRQH\�PDQDJHUV�UHSRUWHGO\�ORRN�IRU�SURYLGHV�D�EDVLF
JXLGH��7KH�FKHFNOLVW�LQFOXGHV�

)DLOXUH�WR�FULPLQDOL]H�PRQH\�ODXQGHULQJ�IRU�DOO�VHULRXV�FULPHV�RU�OLPLWLQJ�WKH�RIIHQVH�WR�QDUURZ
SUHGLFDWHV�

5LJLG�EDQN�VHFUHF\�UXOHV�WKDW�REVWUXFW�ODZ�HQIRUFHPHQW�LQYHVWLJDWLRQV�RU�WKDW�SURKLELW�RU�LQKLELW
ODUJH�YDOXH�DQG�RU�VXVSLFLRXV�RU�XQXVXDO�WUDQVDFWLRQ�UHSRUWLQJ�E\�ERWK�EDQNV�DQG�QRQ�EDQN
ILQDQFLDO�LQVWLWXWLRQV�

/DFN�RI�RU�LQDGHTXDWH��NQRZ�\RXU�FOLHQW��UHTXLUHPHQWV�WR�RSHQ�DFFRXQWV�RU�FRQGXFW�ILQDQFLDO
WUDQVDFWLRQV��LQFOXGLQJ�WKH�SHUPLWWHG�XVH�RI�DQRQ\PRXV��QRPLQHH��QXPEHUHG�RU�WUXVWHH�DFFRXQWV�

1R�UHTXLUHPHQW�WR�GLVFORVH�WKH�EHQHILFLDO�RZQHU�RI�DQ�DFFRXQW�RU�WKH�WUXH�EHQHILFLDU\�RI�D
WUDQVDFWLRQ�

/DFN�RI�HIIHFWLYH�PRQLWRULQJ�RI�FURVV�ERUGHU�FXUUHQF\�PRYHPHQWV�

1R�UHSRUWLQJ�UHTXLUHPHQWV�IRU�ODUJH�FDVK�WUDQVDFWLRQV�

1R�UHTXLUHPHQW�WR�PDLQWDLQ�ILQDQFLDO�UHFRUGV�RYHU�D�VSHFLILF�SHULRG�RI�WLPH�

1R�PDQGDWRU\�UHTXLUHPHQW�WR�UHSRUW�VXVSLFLRXV�WUDQVDFWLRQV�RU�D�SDWWHUQ�RI�LQFRQVLVWHQW
UHSRUWLQJ�XQGHU�D�YROXQWDU\�V\VWHP��ODFN�RI�XQLIRUP�JXLGHOLQHV�IRU�LGHQWLI\LQJ�VXVSLFLRXV
WUDQVDFWLRQV�

8VH�RI�EHDUHU�PRQHWDU\�LQVWUXPHQWV�

:HOO�HVWDEOLVKHG�QRQ�EDQN�ILQDQFLDO�V\VWHPV��HVSHFLDOO\�ZKHUH�UHJXODWLRQ��VXSHUYLVLRQ��DQG



PRQLWRULQJ�DUH�DEVHQW�RU�OD[�

3DWWHUQV�RI�HYDVLRQ�RI�H[FKDQJH�FRQWUROV�E\�OHJLWLPDWH�EXVLQHVVHV�

(DVH�RI�LQFRUSRUDWLRQ��HVSHFLDOO\�ZKHUH�RZQHUVKLS�FDQ�EH�KHOG�WKURXJK�QRPLQHHV�RU�EHDUHU
VKDUHV��RU�ZKHUH�RII�WKH�VKHOI�FRUSRUDWLRQV�FDQ�EH�DFTXLUHG�

1R�FHQWUDO�UHSRUWLQJ�XQLW�IRU�UHFHLYLQJ��DQDO\]LQJ�DQG�GLVVHPLQDWLQJ�WR�WKH�FRPSHWHQW�DXWKRULWLHV
LQIRUPDWLRQ�RQ�ODUJH�YDOXH��VXVSLFLRXV�RU�XQXVXDO�ILQDQFLDO�WUDQVDFWLRQV�WKDW�PLJKW�LGHQWLI\
SRVVLEOH�PRQH\�ODXQGHULQJ�DFWLYLW\�

/DFN�RI�RU�ZHDN�EDQN�UHJXODWRU\�FRQWUROV��RU�IDLOXUH�WR�DGRSW�RU�DGKHUH�WR�WKH�%DVOH�3ULQFLSOHV
IRU�,QWHUQDWLRQDO�%DQNLQJ�6XSHUYLVLRQ��HVSHFLDOO\�LQ�MXULVGLFWLRQV�ZKHUH�WKH�PRQHWDU\�RU�EDQN
VXSHUYLVRU\�DXWKRULW\�LV�XQGHUVWDIIHG��XQGHUVNLOOHG�RU�XQFRPPLWWHG�

:HOO�HVWDEOLVKHG�RIIVKRUH�ILQDQFLDO�FHQWHUV�RU�WD[�KDYHQ�EDQNLQJ�V\VWHPV��HVSHFLDOO\�MXULVGLFWLRQV
ZKHUH�VXFK�EDQNV�DQG�DFFRXQWV�FDQ�EH�UHDGLO\�HVWDEOLVKHG�ZLWK�PLQLPDO�EDFNJURXQG
LQYHVWLJDWLRQV�

([WHQVLYH�IRUHLJQ�EDQNLQJ�RSHUDWLRQV��HVSHFLDOO\�ZKHUH�WKHUH�LV�VLJQLILFDQW�ZLUH�WUDQVIHU�DFWLYLW\
RU�PXOWLSOH�EUDQFKHV�RI�IRUHLJQ�EDQNV��RU�OLPLWHG�DXGLW�DXWKRULW\�RYHU�IRUHLJQ�RZQHG�EDQNV�RU
LQVWLWXWLRQV�

/LPLWHG�DVVHW�VHL]XUH�RU�FRQILVFDWLRQ�DXWKRULW\�

/LPLWHG�QDUFRWLFV��PRQH\�ODXQGHULQJ�DQG�ILQDQFLDO�FULPH�HQIRUFHPHQW�DQG�ODFN�RI�WUDLQHG
LQYHVWLJDWRUV�RU�UHJXODWRUV�

-XULVGLFWLRQV�ZLWK�IUHH�WUDGH�]RQHV�ZKHUH�WKHUH�LV�OLWWOH�JRYHUQPHQW�SUHVHQFH�RU�RWKHU�VXSHUYLVRU\
DXWKRULW\�

3DWWHUQV�RI�RIILFLDO�FRUUXSWLRQ�RU�D�ODLVVH]�IDLUH�DWWLWXGH�WRZDUG�WKH�EXVLQHVV�DQG�EDQNLQJ
FRPPXQLWLHV�

-XULVGLFWLRQV�ZKHUH�WKH�8�6��GROODU�LV�UHDGLO\�DFFHSWHG��HVSHFLDOO\�MXULVGLFWLRQV�ZKHUH�EDQNV�DQG
RWKHU�ILQDQFLDO�LQVWLWXWLRQV�DOORZ�GROODU�GHSRVLWV�

:HOO�HVWDEOLVKHG�DFFHVV�WR�LQWHUQDWLRQDO�EXOOLRQ�WUDGLQJ�FHQWHUV�LQ�1HZ�<RUN��,VWDQEXO��=XULFK�
'XEDL�DQG�0XPEDL�

-XULVGLFWLRQV�ZKHUH�WKHUH�LV�VLJQLILFDQW�WUDGH�LQ�RU�H[SRUW�RI�JHPV��SDUWLFXODUO\�GLDPRQGV�

-XULVGLFWLRQV�ZLWK�ODUJH�SDUDOOHO�RU�EODFN�PDUNHW�HFRQRPLHV�

/LPLWHG�RU�QR�DELOLW\�WR�VKDUH�ILQDQFLDO�LQIRUPDWLRQ�ZLWK�IRUHLJQ�ODZ�HQIRUFHPHQW�DXWKRULWLHV�

Changes in INCSR Priorities, 2000-‐‑2001

8SJUDGHV 'RZQJUDGHV $GGLWLRQV

*UHHFH���&RQFHUQ²3ULPDU\ &RPRURV���2WKHU²5HPRYHG $QJROD

*UHQDGD���&RQFHUQ²3ULPDU\ ,FHODQG���2WKHU²5HPRYHG %HQLQ

0RQDFR���2WKHU²&RQFHUQ /HVRWKR���2WKHU²5HPRYHG (ULWUHD

1LFDUDJXD���2WKHU²&RQFHUQ 1HWKHUODQGV�$QWLOOHV���3ULPDU\

²&RQFHUQ

0DGDJDVFDU



3DODX���2WKHU²&RQFHUQ 6\ULD��2WKHU²5HPRYHG 0DODZL

3KLOLSSLQHV���&RQFHUQ²

3ULPDU\

 -‐‑
0DOL

6W��.LWWV�	�1HYLV���&RQFHUQ²

3ULPDU\

-‐‑ 0LFURQHVLD�)6

6W��9LQFHQW���&RQFHUQ²

3ULPDU\

-‐‑ Niger

-‐‑ -‐‑ Papua New Guinea

-‐‑ -‐‑ Solomon Islands

-‐‑ -‐‑ Togo

-‐‑ -‐‑ Yemen

&RPSDUDWLYH�&KDUW

7KH�FRPSDUDWLYH�FKDUW�WKDW�IROORZV�WKH�*ORVVDU\�RI�7HUPV�EHORZ�LGHQWLILHV�WKH�EURDG�UDQJH�RI�DFWLRQV
WKDW�MXULVGLFWLRQV�KDYH��RU�KDYH�QRW��WDNHQ�WR�FRPEDW�PRQH\�ODXQGHULQJ��WKDW�ZHUH�HIIHFWLYH�DV
RI�'HFHPEHU�����������7KLV�UHIHUHQFH�FKDUW�SURYLGHV�D�FRPSDULVRQ�RI�HOHPHQWV�WKDW�GHILQH�OHJLVODWLYH
DFWLYLW\�DQG�LGHQWLI\�RWKHU�FKDUDFWHULVWLFV�WKDW�FDQ�KDYH�D�UHODWLRQVKLS�WR�PRQH\�ODXQGHULQJ
YXOQHUDELOLW\��:KHUH�WKHUH�LV�QR��RU�RQO\�IUDJPHQWDU\��LQIRUPDWLRQ�UHJDUGLQJ�VSHFLILF�FDWHJRULHV��WKH
FRUUHVSRQGLQJ�FHOOV�RQ�WKH�FKDUW�KDYH�EHHQ�OHIW�EODQN�

*ORVVDU\�RI�7HUPV

��� �&ULPLQDOL]HG�'UXJ�0RQH\�/DXQGHULQJ���7KH�MXULVGLFWLRQ�KDV�HQDFWHG�ODZV�FULPLQDOL]LQJ�WKH�RIIHQVH�RI
PRQH\�ODXQGHULQJ�UHODWHG�WR�GUXJ�WUDIILFNLQJ�

��� �&ULPLQDOL]HG�%H\RQG�'UXJV���7KH�MXULVGLFWLRQ�KDV�H[WHQGHG�DQWL�PRQH\�ODXQGHULQJ�VWDWXWHV�DQG�UHJXODWLRQV
WR�LQFOXGH�QRQ�GUXJ�UHODWHG�PRQH\�ODXQGHULQJ�

��� �5HFRUG�/DUJH�7UDQVDFWLRQV���%\�ODZ�RU�UHJXODWLRQ��EDQNV�DUH�UHTXLUHG�WR�PDLQWDLQ�UHFRUGV�RI�ODUJH
WUDQVDFWLRQV�LQ�FXUUHQF\�RU�RWKHU�PRQHWDU\�LQVWUXPHQWV�

��� �0DLQWDLQ�5HFRUGV�2YHU�7LPH���%\�ODZ�RU�UHJXODWLRQ��EDQNV�DUH�UHTXLUHG�WR�NHHS�UHFRUGV��HVSHFLDOO\�RI�ODUJH
RU�XQXVXDO�WUDQVDFWLRQV��IRU�D�VSHFLILHG�SHULRG�RI�WLPH��H�J���ILYH�\HDUV�

��� �5HSRUW�6XVSLFLRXV�7UDQVDFWLRQV���$Q��0���IRU��PDQGDWRU\���LQGLFDWHV�WKDW�E\�ODZ�RU�UHJXODWLRQ��EDQNV�DUH
UHTXLUHG�WR�UHFRUG�DQG�UHSRUW�VXVSLFLRXV�RU�XQXVXDO�WUDQVDFWLRQV�WR�GHVLJQDWHG�DXWKRULWLHV��$��3��LQGLFDWHV
WKDW�E\�ODZ�RU�UHJXODWLRQ��EDQNV�DUH�SHUPLWWHG�WR�UHFRUG�DQG�UHSRUW�VXVSLFLRXV�WUDQVDFWLRQV��$Q�HIIHFWLYH
NQRZ�\RXU�FXVWRPHU�SROLF\�LV�FRQVLGHUHG�D�SUHUHTXLVLWH�LQ�WKLV�FDWHJRU\�

��� �)LQDQFLDO�,QWHOOLJHQFH�8QLW���7KH�MXULVGLFWLRQ�KDV�HVWDEOLVKHG�D�FHQWUDO��QDWLRQDO�DJHQF\�UHVSRQVLEOH�IRU
UHFHLYLQJ��DQG��DV�SHUPLWWHG��UHTXHVWLQJ���DQDO\]LQJ��DQG�GLVVHPLQDWLQJ�WR�WKH�FRPSHWHQW�DXWKRULWLHV
GLVFORVXUHV�RI�ILQDQFLDO�LQIRUPDWLRQ�FRQFHUQLQJ�VXVSHFWHG�SURFHHGV�RI�FULPH��RU�UHTXLUHG�E\�QDWLRQDO
OHJLVODWLRQ�RU�UHJXODWLRQ��LQ�RUGHU�WR�FRXQWHU�PRQH\�ODXQGHULQJ��7KHVH�UHIOHFW�WKRVH�MXULVGLFWLRQV�WKDW�DUH
PHPEHUV�RI�WKH�(JPRQW�*URXS�

��� �6\VWHP�IRU�,GHQWLI\LQJ�DQG�)RUIHLWLQJ�$VVHWV���7KH�MXULVGLFWLRQ�KDV�HQDFWHG�ODZV�DXWKRUL]LQJ�WKH�WUDFLQJ�



IUHH]LQJ��VHL]XUH�DQG�IRUIHLWXUH�RI�DVVHWV�LGHQWLILHG�DV�UHODWLQJ�WR�RU�JHQHUDWHG�E\�PRQH\�ODXQGHULQJ
DFWLYLWLHV�

��� �$UUDQJHPHQWV�IRU�$VVHW�6KDULQJ���%\�ODZ��UHJXODWLRQ�RU�ELODWHUDO�DJUHHPHQW��WKH�MXULVGLFWLRQ�SHUPLWV
VKDULQJ�RI�VHL]HG�DVVHWV�ZLWK�WKLUG�SDUW\�MXULVGLFWLRQV�ZKLFK�DVVLVWHG�LQ�WKH�FRQGXFW�RI�WKH�XQGHUO\LQJ
LQYHVWLJDWLRQ�

��� �&RRSHUDWHV�Z�'RPHVWLF�/DZ�(QIRUFHPHQW���%\�ODZ�RU�UHJXODWLRQ��EDQNV�DUH�UHTXLUHG�WR�FRRSHUDWH�ZLWK
DXWKRUL]HG�ODZ�HQIRUFHPHQW�LQYHVWLJDWLRQV�LQWR�PRQH\�ODXQGHULQJ�RU�WKH�SUHGLFDWH�RIIHQVH��LQFOXGLQJ
SURGXFWLRQ�RI�EDQN�UHFRUGV��RU�RWKHUZLVH�OLIWLQJ�WKH�YHLO�RI�EDQN�VHFUHF\�

���� �&RRSHUDWHV�Z�,QWHUQDWLRQDO�/DZ�(QIRUFHPHQW���%\�ODZ�RU�UHJXODWLRQ��EDQNV�DUH�SHUPLWWHG�UHTXLUHG�WR
FRRSHUDWH�ZLWK�DXWKRUL]HG�LQYHVWLJDWLRQV�LQYROYLQJ�RU�LQLWLDWHG�E\�WKLUG�SDUW\�MXULVGLFWLRQV��LQFOXGLQJ�VKDULQJ
RI�UHFRUGV�RU�RWKHU�ILQDQFLDO�GDWD�

���� �,QWHUQDWLRQDO�7UDQVSRUWDWLRQ�RI�&XUUHQF\���%\�ODZ�RU�UHJXODWLRQ��WKH�MXULVGLFWLRQ��LQ�FRRSHUDWLRQ�ZLWK�EDQNV�
FRQWUROV�RU�PRQLWRUV�WKH�IORZ�RI�FXUUHQF\�DQG�PRQHWDU\�LQVWUXPHQWV�FURVVLQJ�LWV�ERUGHUV��2I�FULWLFDO�ZHLJKW
KHUH�DUH�WKH�SUHVHQFH�RU�DEVHQFH�RI�ZLUH�WUDQVIHU�UHJXODWLRQV�DQG�XVH�RI�UHSRUWV�FRPSOHWHG�E\�HDFK�SHUVRQ
WUDQVLWLQJ�WKH�MXULVGLFWLRQ�DQG�UHSRUWV�RI�PRQHWDU\�LQVWUXPHQW�WUDQVPLWWHUV�

���� �0XWXDO�/HJDO�$VVLVWDQFH���%\�ODZ�RU�WKURXJK�WUHDW\��WKH�MXULVGLFWLRQ�KDV�DJUHHG�WR�SURYLGH�DQG�UHFHLYH
PXWXDO�OHJDO�DVVLVWDQFH��LQFOXGLQJ�WKH�VKDULQJ�RI�UHFRUGV�DQG�GDWD�

���� �1RQ�%DQN�)LQDQFLDO�,QVWLWXWLRQV���%\�ODZ�RU�UHJXODWLRQ��WKH�MXULVGLFWLRQ�UHTXLUHV�QRQ�EDQN�ILQDQFLDO
LQVWLWXWLRQV�WR�PHHW�WKH�VDPH�FXVWRPHU�LGHQWLILFDWLRQ�VWDQGDUGV�DQG�DGKHUH�WR�WKH�VDPH�UHSRUWLQJ
UHTXLUHPHQWV�WKDW�LW�LPSRVHV�RQ�EDQNV�

���� �'LVFORVXUH�3URWHFWLRQ�6DIH�+DUERU���%\�ODZ��WKH�MXULVGLFWLRQ�SURYLGHV�D��VDIH�KDUERU��GHIHQVH�WR�EDQNV�RU
RWKHU�ILQDQFLDO�LQVWLWXWLRQV�DQG�WKHLU�HPSOR\HHV�ZKR�SURYLGH�RWKHUZLVH�FRQILGHQWLDO�EDQNLQJ�GDWD�WR
DXWKRULWLHV�LQ�SXUVXLW�RI�DXWKRUL]HG�LQYHVWLJDWLRQV�

���� �2IIVKRUH�)LQDQFLDO�&HQWHUV���%\�ODZ�RU�UHJXODWLRQ��WKH�MXULVGLFWLRQ�DXWKRUL]HV�WKH�OLFHQVLQJ�RI�RIIVKRUH
EDQNLQJ�DQG�EXVLQHVV�IDFLOLWLHV�

���� �6WDWHV�3DUWLHV�WR������81�'UXJ�&RQYHQWLRQ���$V�RI�'HFHPEHU�����������D�SDUW\�WR�WKH������8QLWHG
1DWLRQV�&RQYHQWLRQ�$JDLQVW�,OOLFLW�7UDIILF�LQ�1DUFRWLF�'UXJV�DQG�3V\FKRWURSLF�6XEVWDQFHV��RU�D�WHUULWRULDO
HQWLW\�WR�ZKLFK�WKH�DSSOLFDWLRQ�RI�WKH�&RQYHQWLRQ�KDV�EHHQ�H[WHQGHG�E\�D�SDUW\�WR�WKH�&RQYHQWLRQ�

Annex to the Offshore Financial Centers Section

)$7)�&ULWHULD�IRU�'HILQLQJ�1RQ�&RRSHUDWLYH�&RXQWULHV�RU�7HUULWRULHV

$��/RRSKROHV�LQ�ILQDQFLDO�UHJXODWLRQV

�L��1R�RU�LQDGHTXDWH�UHJXODWLRQV�DQG�VXSHUYLVLRQ�RI�ILQDQFLDO�LQVWLWXWLRQV

���$UH�WKHUH�HIIHFWLYH�UHJXODWLRQV�DQG�VXSHUYLVLRQ��LI�DQ\��IRU�DOO�ILQDQFLDO
LQVWLWXWLRQV�LQ�D�JLYHQ�FRXQWU\�RU�WHUULWRU\��RQVKRUH�RU�RIIVKRUH��RQ�DQ�HTXLYDOHQW
EDVLV�ZLWK�UHVSHFW�WR�LQWHUQDWLRQDO�VWDQGDUGV�DSSOLFDEOH�WR�PRQH\�ODXQGHULQJ"

�LL��,QDGHTXDWH�OLFHQVLQJ�DQG�UXOHV�IRU�WKH�FUHDWLRQ�RI�ILQDQFLDO�LQVWLWXWLRQV��LQFOXGLQJ�DVVHVVLQJ�WKH
EDFNJURXQGV�RI�WKHLU�PDQDJHUV�DQG�EHQHILFLDO�RZQHU

���,V�LW�SRVVLEOH�IRU�LQGLYLGXDOV�RU�OHJDO�HQWLWLHV�WR�RSHUDWH�D�ILQDQFLDO�LQVWLWXWLRQ
ZLWKRXW�DXWKRUL]DWLRQ�RU�UHJLVWUDWLRQ�RU�ZLWK�YHU\�UXGLPHQWDU\�UHTXLUHPHQWV�IRU
DXWKRUL]DWLRQ�RU�UHJLVWUDWLRQ"

���$UH�WKHUH�PHDVXUHV�WR�JXDUG�DJDLQVW�KROGLQJ�RI�PDQDJHPHQW�IXQFWLRQV�DQG
FRQWURO�RU�DFTXLVLWLRQ�RI�D�VLJQLILFDQW�LQYHVWPHQW�LQ�ILQDQFLDO�LQVWLWXWLRQV�E\
FULPLQDOV�RU�WKHLU�FRQIHGHUDWHV"

�LLL��,QDGHTXDWH�FXVWRPHU�LGHQWLILFDWLRQ�UHTXLUHPHQWV�IRU�ILQDQFLDO�LQVWLWXWLRQV

���'R�DQRQ\PRXV�DFFRXQWV�RU�DFFRXQWV�LQ�REYLRXVO\�ILFWLWLRXV�QDPHV�H[LVW"

���$UH�WKHUH�HIIHFWLYH�ODZV��UHJXODWLRQV��DJUHHPHQWV�EHWZHHQ�VXSHUYLVRU\�DXWKRULWLHV



DQG�ILQDQFLDO�LQVWLWXWLRQV�RU�VHOI�UHJXODWRU\�DJUHHPHQWV�DPRQJ�ILQDQFLDO�LQVWLWXWLRQV
RQ�LGHQWLILFDWLRQ�E\�WKH�ILQDQFLDO�LQVWLWXWLRQ�RI�WKH�FOLHQW�DQG�EHQHILFLDO�RZQHU�RI�DQ
DFFRXQW"

,V�LW�PDQGDWRU\�WR�YHULI\�WKH�LGHQWLW\�RI�WKH�FOLHQW"

,V�LW�D�UHTXLUHPHQW�WR�LGHQWLI\�WKH�EHQHILFLDO�RZQHUV�ZKHUH�WKHUH�DUH�GRXEWV�DV�WR�ZKHWKHU
WKH�FOLHQW�LV�DFWLQJ�RQ�KLV�RZQ�EHKDOI"

,V�WKHUH�DQ�REOLJDWLRQ�WR�UHQHZ�LGHQWLILFDWLRQ�RI�WKH�FOLHQW�RU�WKH�EHQHILFLDO�RZQHU�ZKHQ
GRXEWV�DSSHDU�DV�WR�WKHLU�LGHQWLW\�LQ�WKH�FRXUVH�RI�EXVLQHVV�UHODWLRQVKLSV"

$UH�ILQDQFLDO�LQVWLWXWLRQV�UHTXLUHG�WR�GHYHORS�RQJRLQJ�DQWL�PRQH\�ODXQGHULQJ�WUDLQLQJ
SURJUDPV"

���,V�WKHUH�D�OHJDO�RU�UHJXODWRU\�REOLJDWLRQ�IRU�ILQDQFLDO�LQVWLWXWLRQV�RU�DJUHHPHQWV
EHWZHHQ�VXSHUYLVRU\�DXWKRULWLHV�DQG�ILQDQFLDO�LQVWLWXWLRQV�RU�VHOI�DJUHHPHQWV�DPRQJ
ILQDQFLDO�LQVWLWXWLRQV�WR�UHFRUG�DQG�NHHS��IRU�D�UHDVRQDEOH�DQG�VXIILFLHQW�WLPH��ILYH
\HDUV���GRFXPHQWV�FRQQHFWHG�ZLWK�WKH�LGHQWLW\�RI�WKHL U�FOLHQWV��DV�ZHOO�DV�UHFRUGV�RQ
QDWLRQDO�DQG�LQWHUQDWLRQDO�WUDQVDFWLRQV"

���$UH�WKHUH�OHJDO�RU�SUDFWLFDO�REVWDFOHV�WR�DFFHVV�E\�DGPLQLVWUDWLYH�DQG�MXGLFLDO
DXWKRULWLHV�WR�LQIRUPDWLRQ�ZLWK�UHVSHFW�WR�WKH�LGHQWLW\�RI�WKH�KROGHUV�RU�EHQHILFLDO
RZQHUV�DQG�LQIRUPDWLRQ�FRQQHFWHG�ZLWK�WKH�WUDQVDFWLRQV�UHFRUGHG"

�LY��([FHVVLYH�VHFUHF\�SURYLVLRQV�UHJDUGLQJ�ILQDQFLDO�LQVWLWXWLRQV

���&DQ�VHFUHF\�SURYLVLRQV�EH�LQYRNHG�DJDLQVW��EXW�QRW�OLIWHG�E\�FRPSHWHQW
DGPLQLVWUDWLYH�DXWKRULWLHV�LQ�WKH�FRQWH[W�RI�LQTXLULHV�FRQFHUQLQJ�PRQH\�ODXQGHULQJ"

���&DQ�VHFUHF\�SURYLVLRQV�EH�LQYRNHG�DJDLQVW��EXW�QRW�OLIWHG�E\�MXGLFLDO�DXWKRULWLHV�LQ
FULPLQDO�LQYHVWLJDWLRQV�UHODWHG�WR�PRQH\�ODXQGHULQJ"

�Y��/DFN�RI�HIILFLHQW�VXVSLFLRXV�WUDQVDFWLRQV�UHSRUWLQJ�V\VWHP

����,V�WKHUH�DQ�HIILFLHQW�PDQGDWRU\�V\VWHP�IRU�UHSRUWLQJ�VXVSLFLRXV�RU�XQXVXDO
WUDQVDFWLRQV�WR�D�FRPSHWHQW�DXWKRULW\��SURYLGHG�WKDW�VXFK�D�V\VWHP�DLPV�WR�GHWHFW
DQG�SURVHFXWH�PRQH\�ODXQGHULQJ"

����$UH�WKHUH�PRQLWRULQJ�DQG�FULPLQDO�RU�DGPLQLVWUDWLYH�VDQFWLRQV�LQ�UHVSHFW�WR�WKH
REOLJDWLRQ�WR�UHSRUW�VXVSLFLRXV�RU�XQXVXDO�WUDQVDFWLRQV"

%��2EVWDFOHV�UDLVHG�E\�RWKHU�UHJXODWRU\�UHTXLUHPHQWV

�L��,QDGHTXDWH�FRPPHUFLDO�ODZ�UHTXLUHPHQWV�IRU�UHJLVWUDWLRQ�RI�EXVLQHVV�DQG�OHJDO�HQWLWLHV

����$UH�WKHUH�DGHTXDWH�PHDQV�IRU�LGHQWLI\LQJ��UHFRUGLQJ�DQG�PDNLQJ�DYDLODEOH
UHOHYDQW�LQIRUPDWLRQ�UHODWHG�WR�OHJDO�DQG�EXVLQHVV�HQWLWLHV��QDPH��OHJDO�IRUP�
DGGUHVV��LGHQWLW\�RI�GLUHFWRUV��SURYLVLRQV�UHJXODWLQJ�WKH�SRZHU�WR�ELQG�WKH�HQWLW\�"

�LL��/DFN�RI�LGHQWLILFDWLRQ�RI�WKH�EHQHILFLDO�RZQHU�V��RI�OHJDO�DQG�EXVLQHVV�HQWLWLHV

����$UH�WKHUH�REVWDFOHV�WR�LGHQWLILFDWLRQ�E\�ILQDQFLDO�LQVWLWXWLRQV�RI�WKH�EHQHILFLDO
RZQHU�V��DQG�GLUHFWRUV�RIILFHUV�RI�D�FRPSDQ\�RU�EHQHILFLDULHV�RI�OHJDO�RU�EXVLQHVV
HQWLWLHV"

����$UH�WKHUH�UHJXODWRU\�RU�RWKHU�V\VWHPV�ZKLFK�DOORZ�ILQDQFLDO�LQVWLWXWLRQV�WR�FDUU\
RXW�ILQDQFLDO�EXVLQHVV�ZKHUH�WKH�EHQHILFLDO�RZQHU�V��RI�WUDQVDFWLRQV�LV�XQNQRZQ��RU
LV�UHSUHVHQWHG�E\�DQ�LQWHUPHGLDU\�ZKR�UHIXVHV�WR�GLYXOJH�WKDW�LQIRUPDWLRQ��ZLWKRXW
LQIRUPLQJ�WKH�FRPSHWHQW�DXWKRULWLHV"

&��2EVWDFOHV�WR�LQWHUQDWLRQDO�FR�RSHUDWLRQ

�L��2EVWDFOHV�WR�LQWHUQDWLRQDO�FR�RSHUDWLRQ�E\�DGPLQLVWUDWLYH�DXWKRULWLHV

����'R�ODZV�RU�UHJXODWLRQV�SURKLELW�LQWHUQDWLRQDO�H[FKDQJH�RI�LQIRUPDWLRQ�EHWZHHQ
DGPLQLVWUDWLYH�DQWL�PRQH\�ODXQGHULQJ�DXWKRULWLHV�RU�GR�QRW�JUDQW�FOHDU�JDWHZD\V�RU
VXEMHFWLQJ�H[FKDQJH�RI�LQIRUPDWLRQ�WR�XQGXO\�UHVWULFWLYH�FRQGLWLRQV"



����$UH�UHOHYDQW�DGPLQLVWUDWLYH�DXWKRULWLHV�SURKLELWHG�IURP�FRQGXFWLQJ
LQYHVWLJDWLRQV�RU�LQTXLULHV�RQ�EHKDOI�RI�RU�IRU�DFFRXQW�RI�WKHLU�IRUHLJQ�FRXQWHUSDUWV"

����+DV�REYLRXV�XQZLOOLQJQHVV�WR�UHVSRQG�FRQVWUXFWLYHO\�WR�UHTXHVWV��H�J��IDLOXUH�WR
WDNH�WKH�DSSURSULDWH�PHDVXUHV�LQ�GXH�FRXUVH��ORQJ�GHOD\V�LQ�UHVSRQGLQJ��EHHQ
REVHUYHG"

����$UH�WKHUH�UHVWULFWLYH�SUDFWLFHV�LQ�LQWHUQDWLRQDO�FR�RSHUDWLRQ�DJDLQVW�PRQH\
ODXQGHULQJ�EHWZHHQ�VXSHUYLVRU\�DXWKRULWLHV�RU�EHWZHHQ�),8V�IRU�WKH�DQDO\VLV�DQG
LQYHVWLJDWLRQ�RI�VXVSLFLRXV�WUDQVDFWLRQV��HVSHFLDOO\�RQ�WKH�JURXQGV�WKDW�VXFK
WUDQVDFWLRQV�PD\�UHODWH�WR�WD[�PDWWHUV"��LL��2EVWDFOHV�WR�LQWHUQDWLRQDO�FR�RSHUDWLRQ
E\�MXGLFLDO�DXWKRULWLHV�

����,V�WKH�ODXQGHULQJ�RI�WKH�SURFHHGV�IURP�VHULRXV�FULPHV�EHLQJ�FULPLQDOL]HG"

����'R�ODZV�RU�UHJXODWLRQV�SURKLELW�LQWHUQDWLRQDO�H[FKDQJH�RI�LQIRUPDWLRQ�EHWZHHQ
MXGLFLDO�DXWKRULWLHV��QRWDEO\�VSHFLILF�UHVHUYDWLRQV�WR�WKH�DQWL�PRQH\�ODXQGHULQJ
SURYLVLRQV�RI�LQWHUQDWLRQDO�DJUHHPHQWV��RU�SODFH�KLJKO\�UHVWULFWLYH�FRQGLWLRQV�RQ�WKH
H[FKDQJH�RI�LQIRUPDWLRQ"

����+DV�REYLRXV�XQZLOOLQJQHVV�WR�UHVSRQG�FRQVWUXFWLYHO\�WR�PXWXDO�OHJDO�DVVLVWDQFH
UHTXHVWV��H�J��IDLOXUH�WR�WDNH�WKH�DSSURSULDWH�PHDVXUHV�LQ�GXH�FRXUVH��ORQJ�GHOD\V�LQ
UHVSRQGLQJ��EHHQ�REVHUYHG"
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Afghanistan (Other). Afghanistan has no formal credit institutions, and its financial institutions are
rudimentary. Afghanistan is not considered a center for money laundering. However, Afghanistan does play a
key role in the heroin trade. The proceeds of heroin trafficking generally are laundered in other countries, or
through the hawala alternative remittance system. Reports indicate that the Taliban and other factions in
Afghanistan are involved in narcotics trafficking. The private investment of drug profits reportedly has fueled a
surge in construction and commercial activity in Kandahar City in recent years.

Afghanistan is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN Convention
against Transnational Organized Crime.

Albania (Concern). Albania is at significant risk to money laundering because it is a transit country for
trafficking in narcotics, arms, contraband, and illegal aliens. Organized crime groups use Albania as a base of
operations for conducting criminal activities in other countries. The proceeds from these activities are easily
laundered in Albania because of official corruption and weak government controls.

Albania criminalized all forms of money laundering through Article 287 of the Albanian Criminal Code of 1995.
In 2000, the International Monetary Fund (IMF) assisted Albania in drafting anti-‐‑money laundering legislation
that was subsequently approved by Albania's legislature. The law reportedly would establish an agency to
coordinate the Government of Albania's (GOA) efforts to detect and prevent money laundering. This agency will
fall under the control of the Ministry of Finance and will evaluate reports filed by financial institutions. If the
agency suspects that a transaction involves the proceeds of criminal activity, it must forward the information to
the prosecutor's office.

The legislation would also require financial institutions to report to the anti-‐‑money laundering agency all
transactions that exceed approximately US $10,000. Financial institutions would be required to report
transactions within 48 hours if the origin of the money cannot be determined. In addition, private and state
entities would be required to report all financial transactions that exceed certain thresholds.

In December 2000, Albania signed the UN Convention against Transnational Organized Crime. Albania is a
member of the Council of Europe (COE) Select Committee of Experts on the Evaluation of Anti-‐‑Money
Laundering Measures (PC-‐‑R-‐‑EV).

The GOA should enact and fully implement the provisions of its anti-‐‑money laundering legislation. In
particular, the GOA should provide adequate resources and support to the new anti-‐‑money laundering agency.

Algeria (Other). Algeria is not a financial center, and currently there is no available information suggesting
that money laundering is a significant problem there. However, the Algerian government has not enacted anti-‐‑
money laundering legislation nor does it have in place any procedures such as a suspicious transaction
reporting system to detect money laundering. Individuals entering Algeria must declare all foreign currency,
but it remains unclear how strictly this is enforced.

Algeria is a party to the 1988 UN Drug Convention, and in December 2000, signed the United Nations
Convention against Transnational Organized Crime.

Angola (Other). Money laundering does not appear to be a significant problem in Angola because of its poorly
developed financial sector. However, Angola does not have in place a set of comprehensive laws, regulations,
and other procedures to detect money laundering and financial crime. Angola's counternarcotics laws
criminalize money laundering related to drug trafficking.

In December 2000, Angola signed the UN Convention against Transnational Organized Crime.

Anguilla (Other). Anguilla has a small but growing offshore financial sector that renders it vulnerable to
money laundering. As with the other United Kingdom Caribbean Overseas Territories, Anguilla underwent a
thorough evaluation of its financial regulations in 2000, co-‐‑sponsored by the local and British governments.

Anguilla's domestic financial sector includes four domestic banks and 17 insurance companies. The Eastern
Caribbean Central Bank (ECCB) supervises Anguilla's four domestic banks. The offshore sector includes two
banks, one captive insurance company, and approximately 2000 international business companies (IBCs) and



43 trusts. IBCs may be registered using bearer shares that conceal the identity of the beneficial owner of these
entities.

In 2000, Anguilla enacted several pieces of legislation to improve its anti-‐‑money laundering regime. The
Proceeds of Criminal Conduct Act (PCCA) 2000 extends the predicate offenses for money laundering to all
indictable offenses. It provides for suspicious activity reporting and a safe harbor for this reporting. The Money
Laundering Reporting Authority Act (MLRA) 2000 requires persons involved in the provision of financial
services to report any suspicious transactions derived from drugs or criminal conduct. It also details provisions
for a Reporting Authority that will receive the suspicious transaction reports required and may forward
information to the police for further investigation. The Criminal Justice (International Co-‐‑operation) (Anguilla)
Act 2000 enables Anguilla to directly cooperate with other jurisdictions through mutual legal assistance.

Anguilla is subject to the US/UK MLAT and the US/UK extradition treaty. Anguilla is a member of the Caribbean
Financial Action Task Force (CFATF), and through the UK, is subject to the 1988 UN Drug Convention.

Anguilla has developed important legal tools for detecting and investigating money laundering and other
financial crimes. It should move quickly to implement provisions of the PCCA and the MLRA and establish a
Reporting Authority that can easily cooperate with foreign authorities. Anguilla should also adopt consider
measures to ensure complete identification of beneficial owners of IBCs so that international criminals do not
use these entities to perpetuate financial crimes.

Antigua and Barbuda (Primary). Although Antigua and Barbuda remains vulnerable to money laundering
because of its offshore financial sector and its internet gaming industry, it has made significant progress
toward improving the regulation of the offshore financial sector since the US Treasury Department issued an
advisory to US financial institutions in April 1999. In its advisory the Treasury Department recommended
"enhanced scrutiny to all financial transactions routed into or out of Antigua and Barbuda" because of 1998
amendments that had seriously weakened Antigua and Barbuda's anti-‐‑money laundering regime. The United
Kingdom (UK) also issued a bank advisory at that time and France publicly expressed it concerns.

In response to this international action, in 1999 the Government of Antigua and Barbuda (GOAB) repealed
those amendments to the Money-‐‑Laundering (Prevention) Act (MLPA) of 1996 that had effectively strengthened
bank secrecy, inhibited money laundering investigations and infringed on international cooperation.
Additionally, in 2000 the GOAB amended the International Business Corporations Act (IBCA) of 1982 in order to
excise the 1998 amendments that had given the International Financial Sector Regulatory Authority (IFSRA)
responsibility to market and regulate the offshore sector, as well as to allow members of the IFSRA Board of
Directors to maintain ties to the offshore industry.

In August 2000, the GOAB again amended the IBCA to require resident agents to ensure the accuracy of the
records and registers that are kept at the Registrar's office, and to know the names of beneficial owners of
IBC's and to disclose such information to authorities upon request. Furthermore, in December 2000 the GOAB
issued a Statutory Instrument, which has the force of law, requiring banks to establish the true identities of
account holders and to verify the nature of an account holder's business, source of funds and beneficiaries.
The GOAB has also drafted an International Trusts Bill and a Mutual Funds Bill.

The GOAB has established and staffed the Supervisory Authority (SA) within the ONDCP as mandated by the
MLPA, and has issued regulations that implement its suspicious transactions reporting system. According to an
Antiguan official, by year's end Antiguan and Barbudian financial institutions had filed a total of between ten
and twenty suspicious transaction reports (STRs).

During 1999 and 2000, the GOAB conducted an extensive review of the offshore banking sector. As a result,
21 offshore banks had their licenses revoked, were dissolved, were placed in receivership, or were otherwise
put out of business. Currently, Antigua and Barbuda has 26 licensed offshore banks of which only 18 are
currently in operation and in good standing.

Like most of the other countries in the Eastern Caribbean, GOAB does not have a unified regulatory structure
or uniform supervisory practices for its financial services sector. This is due to the fact that the Eastern
Caribbean Central Bank (ECCB) supervises Antigua and Barbuda's domestic banking sector, conducting both
on-‐‑site and off-‐‑site reviews of the country's financial institutions. Examiners review information related to
savings and demand deposits during on-‐‑site inspections. To date, the ECCB has not begun supervising
offshore banks.

The IFSRA issues licenses for the offshore sector, including the issuance of licenses for offshore banks and
international business corporations, of which there are approximately 12,000. The license application requires
disclosure of the names and addresses of directors-‐‑who must be natural persons-‐‑the activities the corporation
intends to engage in, and the names of shareholders and number of shares that they will hold. Additionally,
the IFSRA is responsible for the supervision of the offshore banking sector. IFSRA is currently increasing its
staff in order to effectively perform on-‐‑site and off-‐‑site examinations of licensed offshore banks. To date,
IFSRA has not performed any on-‐‑site examinations.



In October 2000, a joint US and UK interagency team visited Antigua and Barbuda to review the GOAB's
progress in enacting and implementing legislation that addresses the issues raised in the 1999 US and UK
advisories. As a result the UK subsequently issued a statement announcing modification of its advisory which
reads in part:

HM Treasury recognizes the considerable effort that the Government of Antigua and Barbuda has made since
April 1999 to strengthen the system of supervision and control, with a particular view to strengthening anti-‐‑
money laundering systems. Although it is too early to judge whether these new systems have been fully
successful, it is clear that there has been a step-‐‑change in the culture of combating money laundering in the
Government and supervisory structures. But as has been recognized by the Government of Antigua and
Barbuda, there is still room for further improvement before the jurisdiction meets the highest standards of
international anti-‐‑money laundering laws and practice.

While waiting for the new systems to bed down, and the final legislative changes to be made, the UK still
believes that financial institutions should continue to undertake additional due diligence when accepting new
business from the financial institutions in Antigua and Barbuda. In particular, UK financial institutions should
be aware of concerns that there are serious risks associated with involvement in transactions linked to the
offshore gaming industry.

The report of the US members of the assessment team and recommendations regarding the US advisory are
pending.

During 2000, the GOAB continued its bilateral and multilateral cooperation in various criminal and civil
investigations and prosecutions. The GOAB has provided substantial assistance to US law enforcement and
prosecutors investigating and prosecuting fraud and money laundering cases involving Antiguan-‐‑licensed
American International Bank, European Union Bank and European Federal Credit Bank. As a result of Operation
Risky Business, an FBI and US Customs Service investigation in which 19 individuals were convicted for fraud
and money laundering, a request for the extradition of Antiguan citizen William Cooper, who assisted in the
establishment of Antiguan-‐‑licensed Caribbean American Bank, was made in 1999. The request is currently
pending in the Antiguan courts. In 1999, the GOAB charged former Ukrainian Prime Minister Pavlo Lazarenko
with money laundering and froze approximately $83 million in alleged fraud proceeds that had been deposited
in European Federal Credit Bank. This money was ultimately forfeited by an Antiguan court in 2000, but the
court's decision has been appealed. Lazarenko is currently in US custody awaiting trial on money laundering
charges filed in the Northern District of California.

Casinos and sports book-‐‑wagering operations in the Free Trade Zone are regulated and supervised by the
Directorate of Offshore Gaming (DOG) and are required to incorporate under the IBCA. The DOG has issued
Internet Gaming Technical Standards and guidelines; however, it is not clear whether these standards and
guidelines are mandatory. Moreover, it is not clear if casinos and other gaming-‐‑related entities are subject to
provisions of the IBCA or the MLPB. The GOAB is considering legislation and has drafted "Regulations for the
Licencing of Interactive Gaming And Interactive Wagering in Antigua and Barbuda" to address possible money
laundering through client accounts of Internet gambling operations.

Antigua and Barbuda is a party to the 1988 UN Drug Convention. Antigua and Barbuda is a member of the
Organization of American States Inter-‐‑American Drug Abuse Control Commission (OAS/CICAD) Experts Group
to Control Money Laundering, and the Caribbean Financial Action Task Force (CFATF). In 1999, Antigua and
Barbuda became the first country in the eastern Caribbean to exchange the instruments of ratification to bring
into force Mutual Legal Assistance and Extradition Treaties with the United States Government.

During the last two years, the GOAB has shown a clear commitment to the creation of a legal and regulatory
anti-‐‑money laundering regime that will meet international standards. The GOAB is urged to fully implement
and enforce all provisions of its anti-‐‑money laundering legislation. Moreover, the GOAB must ensure that its
gambling sector is covered by anti-‐‑money laundering legislation and that it is adequately supervised.

Argentina (Concern). High-‐‑profile regional investigations have produced evidence that Mexican and
Colombian drug cartels are infiltrating Argentina's banking sector, which is the sector most affected by money
laundering activities. It is believed that contraband and bribery also contribute to the money laundering
occurring in Argentina, and that the use of companies, shell companies, trusts, financial advisors, accountants
and notaries facilitate money laundering.

New money laundering legislation, Law 25.246, was passed in May 2000. While the October 1989 law applied
only to the proceeds of illicit drug trafficking activities, the new law extends the money laundering offenses to
include all existing crimes in the Penal Code and makes it a crime to launder proceeds of crimes committed in
other countries. The new law sets a stricter regulatory framework for banks and a wide range of other entities.
Under previous central bank regulations, the requirements for record-‐‑keeping customer identification,
recording of cash transactions over US $10,000, and reporting of suspicious transactions applied only to
banks, financial companies, credit unions, savings institutions, credit card issuers and money exchange



dealers. Law 25.246 expands the customer identification, record-‐‑keeping and suspicious transactions
reporting to a wide range of entities including foreign exchange houses, money remitters, gambling outlets,
exporters/importers of jewels and precious metals, property registration agents, stock brokers, insurance
companies, art dealers, notaries, accountants, and travelers' checks companies. The law forbids these financial
and commercial entities to notify their clients of the filing of suspicious financial transaction reports, and
provides a safe harbor from liability for reporting the transactions.

To aid Argentina in its fight against money laundering, Law 25.246 creates a financial intelligence unit (FIU), an
autonomous agency under the administration of the Ministry of Justice and Human Rights responsible for
receiving, analyzing and disseminating to the Office of the Attorney General information to prevent and
impede money laundering. The FIU is not yet operational.

One money laundering case is currently being prosecuted under the 1989 legislation.

Argentina is party to the 1988 UN Drug Convention, and in December 2000, signed the UN Convention against
Transnational Organized Crime. Argentina is an active participant in international anti-‐‑money laundering
groups. Following their September 1999 admission as an observer member of the Financial Action Task Force
(FATF), Argentina underwent an evaluation by the FATF in early 2000 and became a full member in June 2000.
Argentina is a member of the Organization of American States Inter-‐‑American Drug Abuse Control
Commission (OAS/CICAD) Experts Group to Control Money Laundering. Argentina also played a leading role in
the creation of the South American Financial Action Task Force in December 2000. Argentina and the United
States have a Mutual Legal Assistance Treaty that entered into force in 1993.

The government of Argentina is encouraged to issue implementing regulations for Law 25.2456, and make its
FIU operational as soon as possible to enable it to participate in the Egmont Group. This will enable it to
cooperate more comprehensively in domestic and international efforts to combat money laundering.

Armenia (Other). Armenia is not a major financial center, however its status as a transit country for narcotics
trafficking and smuggling, combined with lax border controls, creates a favorable money-‐‑laundering
environment. High unemployment, low salaries, corruption, a large underground economy, and the presence
of organized crime also increase Armenia's vulnerability to money laundering. Armenian authorities are
generally not cognizant of the threat of money laundering and have devoted inadequate resources to the
problem. Schemes used to launder funds include the under-‐‑invoicing of imports, double bookkeeping, and
misuse of the banking system.

Armenia currently has no anti-‐‑money laundering statutes. However, the new draft Armenian criminal code
includes a statute that for the first time would criminalize money laundering. The Government of Armenia
expects the new draft criminal code to pass its third and final reading in parliament in early 2001.

Armenia is a party to the 1988 UN Drug Convention.

Aruba (Concern). Aruba has a growing offshore industry, casinos, and free zones that make it both attractive
and vulnerable to money launderers. However, the Government of Aruba (GOA) is establishing a solid anti-‐‑
money laundering program. Money laundering is a crime in Aruba, and money-‐‑laundering offenses extend to
all predicate criminal offenses, including tax offenses.

The GOA has developed a comprehensive anti-‐‑money laundering program, and further strengthened its
legislation this year. The GOA's new anti-‐‑money laundering initiatives include four State Decrees: a State
Decree listing suspicious activity indicators for casinos, which will take effect in April 2001; a State Decree on
the supervision of captive insurers, and one on the supervision of insurance underwriters, both of which will be
introduced in February 2001; and a State Decree, which becomes effective January 1, 2001, that will permit the
Central Bank of Aruba to supervise insurance companies. The Central Bank of Aruba is in charge of
implementing this Decree, which provides the legal basis for supervision of onshore or offshore insurance
companies operating in Aruba.

In March 2001, a State Ordinance is expected to be issued that will extend reporting and identification
requirements to casinos.

In October 2000, a State Ordinance was enacted requiring life insurance agents to report unusual transactions,
based on indicators. As of January 1, 2000, the Government of Aruba began working on the principles of the
law, which will be implemented during the first half of the year 2001.

On July 4, 2000, the Aruban Parliament unanimously approved the State Ordinance Free Zones Aruba, which
will implement standards for the sector. Aruba is also working with its counterparts in the Caribbean Financial
Action Task Force (CFATF) to develop regional standards for free zones, since none currently exist. Once
developed, CFATF members have agreed to implement these standards.

In June 2000, Aruba enacted a State Ordinance making it a legal requirement to report both the importation
and exportation of currency in excess of 20,000 Aruban guilders (approximately US $11,235). The State decree



to implement the law will be introduced in the early part of 2001.

The GOA has prepared a State Ordinance for the Supervision of Trust Companies. The draft ordinance provides
for the oversight of thrift companies to ensure that they follow "Know Your Customer" procedures. The draft
was submitted to an advisory committee. After the committee completes its review and provides comments,
the draft will be returned to the government officials responsible for the law and then submitted to parliament
for approval. Aruban officials are striving to enact the Ordinance early in 2001.

All financial institutions report unusual transactions to the Meldpunt Ongebruikelijke Transacties (MOT),
Aruba's financial intelligence unit. The MOT is a member of the Egmont Group. A draft law, which would
authorize the MOT to share information with foreign counterpart organizations with a Memorandum of
Understanding (MOU), is now with the central committee.

Aruba has a small offshore sector compared to more established offshore jurisdictions. Services include
finance companies, offshore banks, investment and holding companies and the Aruba Exempt Company (AEC).
There are approximately 4700 AECs that are permitted to offer bearer shares. AECs pay an annual registration
fee of approximately US $280, and must have a minimum authorized capital of US $6,000. AECs cannot
participate in the economy of Aruba, and are exempt from several obligations-‐‑they are exempt from all taxes
and currency restrictions, and need not file annual financial statements. Trust companies provide a wide range
of corporate management and professional services to AECs, including looking after the interests of its
shareholders, stockholders, or other creditors. In May 2000, the GOA issued Guidance Notes on sound
corporate governance practices.

On August 31, 2000, the United States signed a multilateral agreement, with Aruba, Colombia, Panama and
Venezuela, to establish an international task force to fight the money laundering that occurs through the
"Black Market Peso Exchange"(BMPE). The BMPE is believed to be the largest money laundering system in the
Western Hemisphere, and the primary money laundering method used by Colombian drug cartels. The task
force will develop policy options and recommend enforcement actions to detect, prevent and prosecute money
laundering by the BPME. The agreement also provides for enhanced information sharing among the
signatories. The first task force meeting was held in Aruba on October 21, 2000 and was chaired by the
director of the Aruba Free Zone. The next meeting will take place in March 2001.

Aruba, which has autonomous control over its internal affairs, is a part of the Kingdom of the Netherlands and,
as such, is a member of the Financial Action Task Force (FATF).

Aruba has signed a Mutual Legal Assistance Treaty (MLAT) with the Unite States. Aruban judicial authorities
have maintained an excellent record of cooperation under the MLAT.

Aruba's anti-‐‑money laundering legislation largely adheres to the recommendations of FATF and the CFATF.
Furthermore, Aruba's efforts this year culminated in their first money laundering prosecution for drug
trafficking. The Government of Aruba has shown a commitment to combating money laundering. With
continued vigilance Aruba's vulnerability to money laundering should decrease.

Australia (Primary). The Government of Australia (GOA) has in place a balanced, comprehensive system to
detect, prevent, and prosecute money laundering. In 1995, a comprehensive money laundering study
commissioned by the GOA estimated that each year approximately US $2.8 billion is laundered in or through
Australia, or offshore. The major sources of criminal proceeds laundered in Australia are narcotics trafficking
and financial fraud.

The Government of Australia (GOA) has enacted comprehensive anti-‐‑money laundering legislation that
criminalizes money laundering related to serious crimes, and mandates various forms of reporting. Moreover,
the legislation provides for assistance to other governments with asset seizure and forfeiture. Three pieces of
legislation form the basis of Australia's anti-‐‑money laundering regime: the Financial Transaction Reports Act
(FTR) of 1988; the Mutual Assistance in Criminal Matters Act (MACMA) of 1987; and the Proceeds of Crime Act
(POCA) of 1987.

The FTR was enacted in 1988 to combat tax evasion, money laundering and serious crime. The FTR requires
that the following entities report suspicious transactions, cash transactions in excess of Australian $10,000,
and international funds transfers to the Australian Transaction Reports and Analysis Center (AUSTRAC),
Australia's financial intelligence unit: financial institutions; insurance businesses; securities dealers; trustees;
sellers of monetary instruments; bullion dealers; gaming establishments and services; persons who collect,
hold, or deliver currency on behalf of others; and persons who prepare payrolls for others in whole or in part
from collected currency. AUSTRAC was established under section 35 of the FTR, and was given a regulatory
role vis-‐‑a-‐‑vis Australia's financial services sector. The MACMA allows Australian authorities to assist other
countries in identifying, freezing, seizing, and confiscating the proceeds of crime. The POCA criminalized
money laundering for all serious crimes, and contains provisions to assist investigations and prosecutions in
the form of production orders, search warrants, and monitoring orders.



Australia is a member of the Financial Action Task Force (FATF), the Asia Pacific Group on Money Laundering
(APG), the South Pacific Forum, and the Commonwealth Secretariat. AUSTRAC is a member of the Egmont
Group. Australia continues to promote the adoption of effective anti-‐‑money laundering measures by countries
in the Asia/Pacific region, through its funding and hosting of the Secretariat of the Asia/Pacific Group on
Money Laundering and by raising the issue of money laundering to a priority concern at the Asia/Pacific
Economic Cooperation Forum. In September 1999, a Mutual Legal Assistance Treaty between Australia and the
United States entered into force. AUSTRAC and FinCEN have signed a Memorandum of Understanding for the
exchange of information. AUSTRAC also has bilateral agreements allowing the exchange of information with
the United Kingdom, New Zealand, Belgium, France, Hungary, and Denmark.

Australia is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN Convention
against Transnational Organized Crime.

Australia continues to have a comprehensive and effective anti-‐‑money laundering regime that adheres to the
FATF Forty Recommendations. Australia's approach to combat money laundering and its demonstrated ability
to adapt to change, serve as a model for other countries to emulate. The GOA should continue to support the
APG and provide money laundering training and technical assistance for the Asia/Pacific region.

Austria (Primary). Austria is not a major financial center. Money laundering has been a criminal offense in
Austria since 1993. A major risk for money laundering in Austria has been the existence of anonymous bank
accounts known as Sparbuch (savings book) accounts. The Financial Action Task Force (FATF) threatened to
suspend Austria's membership if Austria did not terminate these accounts by June 15, 2000.

In June 2000, the Government of Austria (GOA) approved legislation, the Banking Act Amendment, that
addressed the FATF's concerns. Beginning November 2, 2000, applicants for new passbook accounts must be
identified. In addition, if deposits are made to an existing passbook account, the holder must be identified-‐‑
except for deposit transfers from anonymous securities accounts opened prior to August 1, 1996. After June
30, 2002, if a withdrawal is made from an existing passbook account-‐‑and the holder has not previously been
identified-‐‑the holder must be identified. A June 15, 2000 press release indicates that the FATF will closely
monitor Austria's implementation of these measures. The GOA in 1996 abolished anonymous securities
accounts. Although new deposits are not allowed, customers can continue to make withdrawals and sales from
these accounts without identification until June 2002.

In June 2000, the Ministry of Finance sent a circular to Austrian banks advising them to use special diligence in
splitting passbook account balances-‐‑except among family members-‐‑exceeding one million Austrian schillings
(approximately US $68,500). Austrian banks are required to continue exercising this enhanced diligence until
anonymous accounts are completely phased out in June 2002.

The GOA imposes customer identification requirements for bank transactions exceeding Austrian shillings
200,000 (approximately US $13,700) for customers without a permanent business relationship with the bank.
Bank records must be maintained for a minimum of five years after the business relationship has terminated.
Banks, insurers, and foreign exchange bureaus are required to report suspicious transactions. Austria's
financial intelligence unit, the Central Department for Combating Organized Crime, receives and analyzes
financial disclosures, and is a member of the Egmont Group.

Austria has not enacted domestic legislation that provides for sharing narcotics-‐‑related assets with other
governments. However, a Mutual Legal Assistance Treaty (MLAT) has been in force since August 1, 1998
between the GOA and the United States, which contains an asset-‐‑sharing provision. The GOA has been
cooperative with US law enforcement investigations. Austria has a bilateral agreement with Hungary concerning
the exchange of information related to money laundering. Austria is a party to the 1988 UN Drug Convention,
and in December 2000, signed the UN Convention against Transnational Organized Crime. Austria is a member
of the FATF and the European Union.

The GOA should continue to develop a comprehensive anti-‐‑money laundering regime. By enacting legislation
to eliminate anonymous passbook accounts, the GOA has taken an important step toward combating money
laundering. The GOA should ensure full implementation of this new law. Continued diligence on the part of the
GOA will be instrumental in helping to thwart money laundering in Austria.

Azerbaijan (Other). Azerbaijan's banking system is rudimentary; and its banking laws change frequently.
Several banks have been closed as part of a government effort to consolidate the banking sector. Available
information suggests that non-‐‑bank financial institutions probably are used to launder money related to tax
evasion and avoidance of customs fees. The transportation of illegal source currency falls within the purview of
the Organized Crime Division of the Ministry of Internal Affairs and the Ministry of National Security. However,
these agencies probably are more concerned with stopping the transportation of funds used for anti-‐‑state
activities such as anti-‐‑government propaganda and terrorism than funds generated from narcotics trafficking.
Azerbaijan does not have anti-‐‑money laundering legislation.

Azerbaijan is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN Convention



against Transnational Organized Crime.

Bahamas (Primary). The Commonwealth of The Bahamas is an important regional financial center; its well-‐‑
developed offshore financial center, strong bank secrecy laws, weak regulation of international business
companies (IBCs), and inadequate customer identification requirements have made it vulnerable to money
laundering and other financial crimes. The offshore financial industry includes trust companies, 413 banks,
580 mutual funds, 30 insurance companies, and approximately 100,000 International Business Companies
(IBCs).

In June 2000, the Financial Action Task Force (FATF) identified The Bahamas as "non-‐‑cooperative in the fight
against money laundering." In its report, FATF stated cited the following concerns:

Although The Bahamas has comprehensive anti-‐‑money laundering legislation, there are serious deficiencies in
its system. In particular, there is a lack of information about the beneficial ownership as to trusts and IBCs,
which are allowed to issue bearer shares. There is also a serious breach in identification rules since certain
intermediaries can invoke their professional code of conduct to avoid revealing the identity of their clients.
International cooperation has been marked by long delays and restricted responses to requests for assistance
and there is no room to cooperate outside of judicial channels.

In July 2000, the US Treasury Department issued an advisory to US financial institutions warning them to give
enhanced scrutiny to financial transactions involving The Bahamas, particularly those transactions that do not
involve established and adequately identified commercial or investment enterprises.

Under legislation in force prior to December 2000, The Government of the Commonwealth of The Bahamas
(GOCB) supervisory officials had to seek a court order to obtain access to customer information held by
Bahamian banks and trust companies. Moreover, the failure of Bahamian banks to obtain identifying
information about customers limited their effectiveness in recognizing and avoiding money-‐‑laundering
transactions. Banks were not required to verify the identity of customers whose accounts were opened by
Bahamian lawyers and certain other intermediaries. It is unclear whether these entities' legal obligation to
report suspicious transactions was preempted by their professional secrecy obligations.

The GCOB has taken significant steps to address the shortcomings in its anti-‐‑money laundering regime. In May
2000, the GCOB enacted legislation requiring that individuals declare currency in excess of US $10,000 when
entering or leaving the country. Moreover, in December 2000, the GCOB enacted the following legislation and
regulations: Proceeds of Crime Act No. 44 of 2000, Dangerous Drugs Act 2000, Criminal Justice (International
Co-‐‑Operation) Act 2000, Financial Transactions Reporting Act 2000, the Central Bank of the Bahamas Act
2000, Banks and Trust Companies Regulation Act 2000, Financial and Corporate Service Providers Act 2000,
International Business Companies (IBC) Act 2000, Financial Intelligence Unit (FIU) Act 2000, Criminal Justice
(International Co-‐‑operation) Regulations Act of 2000, and Financial Transactions Reporting Regulations of
2000.

The Proceeds of Crime Act 2000, which supersedes the amended Money Laundering (Proceeds of Crime) Act,
also expands the number of predicate crimes for money laundering to include drug trafficking, bribery, public
corruption, and other serious crimes; expands the definition of the money laundering offence by introducing
the concept of "reasonable suspicion," rather than requiring actual knowledge of the nature of the proceeds;
and provides immunity from civil liability for disclosure of information to the Supervisory Authority or the
Attorney General. In addition, for the first time, the new Proceeds of Crime Act 2000 provides for seizure,
detention and forfeiture of the proceeds of crime, including money laundering; establishes penalties for failure
to disclose knowledge or suspicion of money laundering; and, authorizes enforcement of domestic and
external confiscation orders.

The International Business Companies Act (IBC), 2000, ends anonymous ownership of IBCs. The new legislation
requires IBCs to have a registered office and agent in The Bahamas, to hold general meetings at least annually,
to maintain a register of officers and directors that is available to the public, and to maintain a share register
containing the names and addresses of the beneficial owners of shares, along with other information that is
accessible by supervisory authorities. The Act also eliminates bearer shares and requires current owners of
bearer shares to convert them to regular shares within a specified time frame. IBCs that fail to comply with
these provisions will be struck from the register of companies.

The Financial and Corporate Service Providers Act 2000 regulates lawyers, accountants, and business
managers engaged in the registration or management of IBCs.

The Financial Intelligence Unit Act 2000 establishes the GCOB's Financial Intelligence Unit (FIU). The Act gives
the FIU authority to compel production-‐‑without a court order-‐‑of information and documents, and to exchange
information with foreign FIUs. The Act also permits the lifting of financial secrecy provisions for inquiries
concerning money laundering. Moreover, the FIU-‐‑in consultation with financial regulators-‐‑will issue specific
guidelines to financial institutions for the mandatory reporting of suspicious transactions. The Act also
establishes "safe harbor" protection from criminal, civil, and professional sanctions for individuals who provide



information to the FIU. The GCOB has consulted with the Caribbean Anti-‐‑Money Laundering Programme for
guidance in the establishment of an FIU. More recently, the GCOB requested that the United Nations Global
Program Against Money Laundering provide it with a list of candidates from which to select a long-‐‑term
mentor to assist with the development of its FIU. As currently envisioned, the FIU will have a staff of ten.
Managerial positions have been filled, and the FIU is expected to become fully operational in 2001.

The Financial Transactions Reporting Act 2000 establishes "know your customer" requirements for banks, trust
companies, securities broker-‐‑dealers, casinos, real estate brokers, insurance companies, co-‐‑operative
societies, counsel/attorneys/accountants relative to certain transactions and others. These entities will be
required to verify the identities of existing customers within 12 months, and report suspicious transactions to
the FIU. The Act also creates a Compliance Commission to ensure the financial sector's compliance with the Act
by institutions other than banks and trust companies. In accordance with the Act, in December 2000, the
Ministry of Finance issued the Financial Transactions Reporting Regulations 2000. These regulations require
institutions to verify the identity of persons conducting transactions of $10,000 or more.

The Banks and Trust Companies Regulation Act 2000 provides for cross-‐‑border supervision by banking
regulators of foreign banks and trust companies with branches or subsidiaries operating in The Bahamas
consistent with the principles established by the Basle Committee. The Central Bank of Bahamas Act 2000
expands the powers of the central bank to respond to requests for information from foreign regulatory
authorities. The Act also grants the central bank governor the authority to deny licenses to banks or trusts that
are deemed unfit to conduct business in The Bahamas.

The Bahamas is party to the 1988 UN Drug Convention, and is a member of the CFATF and the Offshore Group
of Banking Supervisors. The Attorney General has established an International Affairs Unit to deal specifically
with mutual legal assistance matters. The Bahamas has a Mutual Legal Assistance Treaty with the United
States, which entered into force in 1990.

The GCOB continues to further its anti-‐‑money laundering efforts with enactment of new laws, establishment of
an FIU, and its stated intention to join the Egmont Group. The GCOB has enacted substantial reforms that
could reduce its financial sector's vulnerability to money laundering. The GCOB now needs to focus on fully
implementing its new legislation.

Bahrain (Concern). Bahrain is vulnerable to money laundering because it is a regional financial and offshore
center. The most common sources of illegal proceeds in Bahrain include narcotics trafficking, fraud, and
evasion of international sanctions. Bahrain recently passed legislation that reportedly criminalizes money
laundering.

Bahrain has 19 commercial banking institutions-‐‑seven locally incorporated and 12 subsidiaries of foreign
banks-‐‑and has 48 offshore banking units (OBUs). The Bahrain Monetary Authority (BMA) licenses OBUs. The
BMA requires that OBUs be audited yearly by outside firms that have been approved by the BMA. OBUs cannot
do business with residents of Bahrain-‐‑except for agencies of the GOB-‐‑and must conduct all transactions in
foreign currency. However, OBUs may participate in domestic development projects with the approval of the
BMA. OBUs also must be fully staffed, and a majority of the staff must be Bahraini nationals. The books and
records of OBUs must be available for examination by the BMA at all times. OBUs are required to submit
statistical reports to the BMA twice yearly. OBUs are exempt from taxes and are not subject to restrictions
regarding foreign exchange payments or receipts.

Bahrain also permits formation of two forms of international business companies (IBCs): offshore resident
companies and offshore non-‐‑resident companies. Offshore resident companies must have a principal office in
Bahrain and a minimum capitalization of US $54,000. The company must obtain a license from the BMA if it
conducts financial activities. Offshore non-‐‑resident companies are exempt from the requirement of
maintaining an office in Bahrain, and may instead appoint a law or auditing firm in Bahrain as their resident
address. Non-‐‑resident companies must have a minimum capitalization of US $6,750, but cannot engage in
insurance or other financial activities. Registration of an IBC can take as little as seven days, and there are no
restrictions on remittances sent abroad.

In January 2001, new legislation went into effect by Amiri decree that reportedly criminalizes money
laundering for a number of predicate offenses, requires the reporting of large transactions, provides specific
guidelines for accepting transactions, and increases monitoring of banking activity.

Legislation in force prior to the enactment Bahrain's new anti-‐‑money laundering legislation obligates financial
institutions to report suspicious transactions greater than Bahraini dinars (BD) 10,000 (approximately US
$26,000) to the BMA. However, the BMA has not provided guidance to Bahraini banks on how to identify
suspicious transactions.

Bahrain is a member of the Gulf Cooperation Council, which represents it before the Financial Action Task
Force (FATF). In June 2000, Bahrain underwent a FATF mutual evaluation. Bahrain is a member of the Offshore
Group of Banking Supervisors and has agreed to undergo a mutual evaluation by this body. Bahrain is a party



to the 1988 UN Drug Convention.

Bahrain should ensure that its offshore sector is subject to adequate supervision.

Bangladesh (Other). Bangladesh is not an important financial center. Money laundering in Bangladesh is
primarily related to income tax evasion and the illegal importation of consumer goods. There is no evidence
that the proceeds of drug trafficking are laundered in Bangladesh. However, Bangladesh has not criminalized
money laundering and banking regulation is weak and sporadic. Corruption among officials is believed to be
high.

Bangladesh is a party to the 1988 UN Drug Convention, and is a member of the Asia/Pacific Group on Money
Laundering.

Barbados (Concern). The Government of Barbados (GOB) has taken several steps in recent years to strengthen
its anti-‐‑money laundering regime.

The Money Laundering (Prevention and Control) Act (MLPCA) 1998 criminalizes transactions that involve the
proceeds of unlawful activities that are punishable by at least one-‐‑year imprisonment. The legislation also
authorized creation of the Anti-‐‑Money Laundering Authority (AMLA) to supervise financial institutions'
compliance with the Act. However, the AMLA was not established until 1 August 2000, and its financial
intelligence unit (FIU) was not established until 1 September 2000. The FIU is now fully staffed and operating.
The AMLA also may issue training requirements and regulations for financial institutions. Money laundering is
punishable in Barbados by a maximum of 25 years in prison and a maximum fine of Barbadian (BB) $2 million,
(approximately US $1 million). The law also contains asset seizure and forfeiture provisions.

The MLPCA applies to a wide range of institutions, including domestic and offshore banks, international
business companies (IBCs), and insurance companies. These institutions are required to identify their
customers, to cooperate with domestic law enforcement investigations, to maintain records of all transactions
exceeding BB $10,000, and to report suspicious transactions to the AMLA. The AMLA forwards this information
to the Commissioner of Police if it has reasonable grounds to suspect money laundering.

The GOB initially criminalized money laundering in 1990 through the Proceeds of Crime Act, No. 13. This law
also authorizes asset confiscation and forfeiture and provides a disclosure protection safe harbor for
individuals reporting suspicious activities. In 1997, the central bank issued Anti-‐‑Money Laundering Guidelines
for Licensed Financial Institutions.

Barbados is an offshore center and offers offshore banking, international trusts, exempt insurance companies,
IBCs, and foreign sales corporations (FSCs)-‐‑specialized companies that permit persons to engage in foreign
trade transactions from within Barbados. Unofficial sources report Barbados has approximately 51 offshore
banks, 376 exempt insurance companies, 3,855 IBCs and 2,975 foreign sales corporations.

The Offshore Banking Act (1980) gives the central bank authority to supervise and regulate offshore banks, in
addition to Barbados's nine domestic commercial banks. Barbadian, Canadian-‐‑parent, and United Kingdom-‐‑
parent banks operate on equal terms in Barbados. The Ministry of Finance issues licenses after the central
bank receives and reviews applications, and recommends applicants for licensing. Offshore banks must submit
quarterly statements of assets and liabilities and annual balance sheets to the central bank. Profits from
offshore banks are subject to a 2.5 percent tax rate for profits of BB $10 million or less, and not less than 1
percent for profits exceeding BB $10 million.

The International Business Companies Act (1992) provides for general administration of IBCs. The Ministry of
International Trade and Business vets and grants licenses to IBCs after applicants register with the Registrar of
Corporate Affairs. Barbadian IBC's must pay a 2.5 percent tax on profits up to BB $20 million, with decreasing
tax rates on additional profits. Bearer shares are not allowed, and financial statements of IBCs are audited if
total assets exceed BB $1 million. Barbados has bilateral tax treaties that eliminate or reduce double taxation
with the UK, Canada, Finland, Norway, Sweden, Switzerland, and the United States. Canada's treaty allows IBC
and offshore banking profits to be repatriated to Canada tax-‐‑free after paying the 2.5 percent tax in Barbados.

In 1996, the United States and Barbados signed a Mutual Legal Assistance Treaty and an extradition treaty.
Both treaties were brought into force in 2000 by an exchange of instruments of ratification. Barbados is a
member of the Offshore Group of Banking Supervisors, the Caribbean Financial Action Task Force, and the
Organization of American States Inter-‐‑American Drug Abuse Control Commission (OAS/CICAD) Experts Group
to Control Money Laundering. Barbados is a party to the 1988 UN Drug Convention.

The GOB needs to maintain strict control over vetting and licensing of offshore entities. The establishment of
the AMLA should provide Barbados the necessary resources to enforce compliance by financial and commercial
sectors, and enable it to fully cooperate with foreign authorities to investigate and prosecute money laundering
and other financial crimes.

Belarus (Other). Money laundering does not seem to be a major problem in Belarus. However, Belarus has no



anti-‐‑money laundering laws, and does not have in place significant laws, regulations, or other procedures to
detect it. Banks are more inclined to focus on protecting the secrecy of their clients than on discovering and
reporting irregular or unaccounted-‐‑for deposits. The growing number of casinos also could become venues for
money laundering.

Belarus faces problems with organized crime that plague other countries of the former Soviet Union. The lack
of anti-‐‑money laundering laws could lead organized crime to engage in more substantial money laundering in
Belarus.

Belgium (Concern). Belgium's financial system is vulnerable to money laundering; approximately 60 percent of
the suspicious transactions reports filed by Belgian financial institutions are related to drug trafficking. Illicit
funds are laundered in Belgium through the diamond industry, real estate, front companies, gambling or
amusement halls, currency exchange bureaus, international wire transfers, and banks. Belgium has a
comprehensive anti-‐‑money laundering regime.

The Government of Belgium (GOB) in 1990 criminalized money laundering related to all crimes, and in 1993,
passed additional legislation that mandated reporting of suspicious transactions by financial institutions and
created a financial intelligence unit (FIU), Financial Information Processing Center (CTIF-‐‑CFI), to analyze them.
As of June 2000, the CTIF-‐‑CFI had created 8,094 distinct case files since becoming operational in 1993, and
2,020 between July 1999 and June 2000. The CTIF-‐‑CFI is member of the Egmont Group.

Belgian financial institutions are required to maintain records on the identities of clients engaged in
transactions that are considered suspicious, or that involve an amount equal to or greater than EUR 10,000
(approximately US $9,400). Financial institutions also are required to train their personnel in the detection and
handling of suspicious transactions that could be linked to money laundering. No civil, penal, or disciplinary
actions can be taken against institutions or individuals for reporting such transactions in good faith.

In 1998 and 1999, the GOB adopted legislation that mandates the reporting of suspicious transactions by
notaries, accountants, bailiffs, real estate agents, casinos, cash transporters, external tax consultants, certified
accountants, and certified accountant-‐‑tax experts. Casinos also are required to report certain other
transactions.

The Judicial Police have primary responsibility for investigating money laundering in Belgium. However, the
Gendarmerie also can investigate money laundering if the predicate offense is one over which the Gendarmerie
has jurisdiction.

Belgium is a member of the Financial Action Task Force (FATF) and the European Union. Belgium is a party to
the 1988 UN Drug Convention, and in December 2000, signed the UN Convention against Transnational
Organized Crime. Belgium has a Mutual Legal Assistance Treaty with the United States, which entered into
force on January 1, 2000. The GOB exchanges information with other countries through international treaties
and with foreign FIUs that have secrecy obligations similar to those of CTIF/CFI.

Belize (Concern). Belize is vulnerable to money laundering because of its growing offshore sector, which has
two banks, an unknown number of international trusts, and over 16,000 international business companies
(IBCs). Belize also has one Internet gaming site.

In 2000, the Financial Action Task Force (FATF) conducted a review of Belize's anti-‐‑money laundering regime
against 25 specified criteria. Belize was not identified by the FATF as a noncooperative country in the
international fight against money laundering. However, the FATF in its June report noted the following about
Belize's anti-‐‑money laundering regime:

Since criminalizing money laundering in 1996, Belize has generally pursued policies in law and regulation
aimed at fostering a sound anti-‐‑money laundering regime. Belize has, nonetheless, certain deficiencies with
regard to IBCs, particularly in the identification of beneficial owners and in ascertaining other information that
could prove useful in protecting against criminal abuse of its offshore sector.

The International Business Companies Act of 1990 (Amended 1995) established a licensing system and a
regulatory body, the International Financial Services Commission (IFSC), for Belize's offshore sector. The IFSC is
comprised primarily of individuals with ties to the offshore industry. IBCs can no longer issue bearer shares,
and the Government of Belize (GOB) reportedly is considering ways to abolish or immobilize bearer shares that
are already in existence. IBC records are maintained by the Belize International Services Limited, a subsidiary of
CHI Corporation, a company traded on the NASDAQ and formerly known as BHI Corporation. Offshore trusts
are prevalent in Belize because they do not have to be registered with any regulatory body.

Belize's Offshore Banking Act (OBA), which regulates offshore banks, and the Money Laundering Prevention Act
(MLPA) have been in force since 1996. The MLPA criminalizes money laundering related to many serious
crimes; mandates reporting of suspicious transactions by banks and non-‐‑bank financial institutions; specifies
penalties for banks, non-‐‑bank financial institutions, and intermediaries who assist and collaborate in money



laundering; and authorizes international cooperation in money laundering cases. The OBA and the Financial
Institutions Act require financial institutions to report the identities of customers who engage in currency
transactions of a large, complex, or unusual nature.

The Ministry of Finance has the authority to examine financial institutions' records. Financial institutions are
required to retain records for a minimum of five years, and can lose their licenses and face a maximum fine of
US $50,000 for failing to do so. Individual bankers can be held responsible if their institutions are caught
laundering money. However, bankers can be protected from prosecution if they cooperate with law
enforcement.

In 2000, the GOB reportedly issued the International Financial Services Commission (Licensing) Regulations
2000, which specifies licensing requirements for Belize's offshore financial services providers. Under the
regulations, only lawyers, accountants, and companies registered under the Company Act as financial
institutions would be eligible for such a license. The GOB has proposed draft legislation, the Customs
Regulation Act, which would require individuals to declare cross-‐‑border movements of currency that exceed US
$5,000.

The GOB has not prosecuted a single money laundering case under the MLPA, and in 2000, made no money
laundering arrests. The GOB has an investigative unit within the National Criminal Investigation Branch that
works with the central bank on financial cases.

Belize is a party to the 1988 UN Drug Convention. Belize is a member of the Caribbean Financial Action Task
Force (CFATF), and the Organization of American States Inter-‐‑American Drug Abuse Control Commission
(OAS/CICAD) Experts Group to Control Money Laundering. In August 2000, the GOB made a ministerial-‐‑level
commitment to adhere to the minimum performance standards agreed to at the March 2000 UN Global
Program Against Money Laundering. The United States and Belize have signed a Mutual Legal Assistance Treaty
(MLAT), but it is not yet in force.

The GOB should pass legislation that requires offshore trusts to be registered with a central authority.
Moreover, the GOB should take appropriate steps to ensure that its oversight of IBCs is conducted free of
undue influence from the industry.

Benin (Other). Benin is not a major financial center. However, Beninese officials believe their country is being
used by narcotics traffickers to launder profits. Although the exact nature of money laundering is unknown,
Beninese officials suspect that the primary method is through the purchase of assets such as real estate, the
wholesale shipment of vehicles or items for resale, and front companies. In addition, some laundering seems
to occur through the banking system.

A 1997 anti-‐‑narcotics law criminalizes narcotics-‐‑related money laundering, and provides penalties of up to 20
years in prison as well as substantial fines. The law requires that all financial institutions report transactions
they believe may be narcotics-‐‑related; they enjoy safe harbor protection if they do so. Financial institutions
that fail to comply are subject to prison terms for their officials and fines. However, the government has not
taken any significant steps to address the problem of money laundering not related to narcotics trafficking.

Benin is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN Convention against
Transnational Organized Crime.

Bermuda (Other). Bermuda has a large offshore financial services sector that may be attractive to money
laundering. However, the Government of Bermuda has taken a number of measures to aid in the detection,
investigation, and prosecution of financial crimes. As with the other British Caribbean Overseas Territories,
Bermuda underwent a thorough evaluation of its financial regulation in 2000, co-‐‑sponsored by the local and
British governments.

Bermuda's offshore financial sector is dominated by its nearly 1,300 insurance (mainly captive and reinsurance)
companies. The sector also has approximately 11,000 "exempt companies" (international business companies).
The Bermuda Monetary Authority (BMA) is the main regulator and requires disclosure and vetting of proposed
beneficial owners before registering exempt companies.

The Proceeds of Crime Act 1997 criminalizes money laundering related to all "relevant offenses," including
drug trafficking, corruption, counterfeiting, and fraud. The Proceeds of Crime (Money Laundering) Regulations
1998 contain a number of obligations for regulated institutions, including customer identification, record
keeping, and reporting of suspicious transactions. The government also issued guidance notes in 1998 to
assist financial institutions to recognize suspicious transactions and comply with their obligations.

The Financial Investigation Unit (FIU), within the Bermuda Police Service, serves as Bermuda's financial
intelligence unit. It receives, analyzes, and investigates suspicious activity report (SARs). Through the end of
1999, the unit had received approximately 2,400 SARs. The FIU is a member of the Egmont Group.

Bermuda is subject to the US/UK MLAT and the US/UK extradition treaty. Bermuda is a member of the



Caribbean Financial Action Task Force (CFATF), and through the UK, is also a party to the 1988 UN Drug
Convention. Bermuda is also a member of the Offshore Group of Banking Supervisors (OGBS).

Continued supervision and enforcement of regulations in the financial sector are necessary to discourage
infiltration by organized crime and money launderers. Bermuda should also consider devoting additional
resources toward investigative efforts to combat money laundering to more thoroughly deter international
criminals.

Bolivia (Concern). Bolivia is not major financial center, and does not have an offshore sector. However, Bolivia
has had a long tradition of banking secrecy that has facilitated money laundering, particularly the profits of
contraband smuggling, organized crime, and drug trafficking.

The Government of Bolivia (GOB) criminalized money laundering related to organized criminal activities and
public corruption through the 1988 Controlled Substances Law (No. 1008) and Law 1768 of March 1997, which
amended Bolivia's Penal Code. Law 1768 also authorized creation of the Financial Investigations Unit (FIU)
within the Office of the Superintendent of Banks and Financial Institutions to be responsible for implementing
anti-‐‑money laundering controls. Decree 24771 of July 1997 requires banks, brokerages, and insurance
companies to identify their customers, retain records of transactions for a minimum of 10 years, and report
unusual and suspicious financial transactions to the FIU. The FIU has established mechanisms for sharing
information with Bolivia's Public Ministry and the Special Counter-‐‑Narcotics Force (FELCN). However, personnel
shortages within the Public Ministry, law enforcement, and the FIU, as well as the FIU's inability to monitor the
activities of certain financial institutions, have hindered full implementation and enforcement of Bolivia's anti-‐‑
money laundering controls.

The FIU is a member of the Egmont Group. Bolivia is a party to the 1988 UN Drug Convention, and in
December 2000, signed the UN Convention against Transnational Organized Crime. Bolivia is a member of the
Organization of American States Inter-‐‑American Commission on Drug Abuse Control (OAS/CICAD) Experts
Group to Control Money Laundering, and is a member of the South America Financial Action Task Force
(GAFISUD). The GOB and the United States in 1995 signed an extradition treaty, which entered into force in
1996.

The GOB is urged to extend provisions of its anti-‐‑money laundering legislation to cover all financial
institutions and to ensure that anti-‐‑money laundering bodies are sufficiently staffed.

Bosnia and Herzegovina (Other). Bosnia and Herzegovina is neither a financial center nor a money-‐‑
laundering center. Laundering the proceeds of criminal activity through financial institutions is widespread,
although narcotics proceeds tend to be diverted outside Bosnia. Neither US currency nor proceeds of drug
sales in the US are significantly involved. Bosnia is a significant consumer of and transit point for a variety of
illegal goods traded on the black market and has experienced an alarming increase in alien smuggling, which
is conservatively estimated to amount to US $50 million per year. Money laundering has not been criminalized,
but is now prohibited in the civil code.

Regulatory supervision of the banking sector is largely vested at the local rather than the federal level through
two separate but roughly parallel banking agencies. Although legislation generally reflects the Basle
Committee's core principles, including suspicious transaction reporting and due diligence requirements, in
practice banking standards do not conform to international norms, as recent bank failures have demonstrated.
Some safe harbor protection has now been afforded to banking officials for actions taken in the course of their
professional duties. However, Bosnia's laws remain an unwieldy combination of communist-‐‑era statutes and
internationally imposed reforms. Enforcement is tenuous at best in this cash-‐‑based, largely unregulated
economy, thereby creating widespread potential for financial crime.

In addition, ambiguous lines of responsibility among investigative and regulatory agencies have aggravated
already rampant political interference in investigations and direct intimidation of officials.

Bosnia is a party to the 1988 UN Drug Convention and in December 2000 it signed the UN Convention against
Transnational Organized Crime.

Botswana (Other). Botswana is neither a major financial center nor a money-‐‑laundering center; it is, however,
an offshore financial center. The Government of Botswana has enacted strict legislation against drug
production and trafficking, as well as narcotics-‐‑related money laundering. The Bank of Botswana has the
discretion to provide information on large currency transactions to law enforcement agencies.

Because of concerns that Botswana's status as an offshore financial center could increase its vulnerability to
money laundering, regulations reportedly have been drafted that would regulate Botswana's International
Financial Services Center (IFSC).

Botswanan officials have expressed interest in obtaining training to combat bank fraud and money laundering.

Botswana is a party to the 1988 UN Drug Convention and is expected to sign the Eastern and Southern Africa



Anti-‐‑Money Laundering Group's Memorandum of Understanding in 2001.

Brazil (Primary). Money laundering that is related to drug trafficking and white-‐‑collar crime continues to occur
in Brazil despite the Government of Brazil's (GOB) efforts to introduce regulatory and investigative measures to
address the problem. A highly developed financial sector and an increasing problem with local drug
consumption and trafficking have made Brazil a money-‐‑laundering center. In December 2000, a Brazilian
Congressional Investigative Committee (CPI) probing narcotics trafficking released a 1,200-‐‑page report that
detailed a vast network of drug-‐‑related organized crime, corruption, and money laundering. The report
implicated over 800 people, including two federal congressmen, former state governors and other officials.
The CPI estimates that approximately $50 billion is laundered in Brazil annually.

The GOB has a comprehensive anti-‐‑money laundering regulatory regime in place. Law 9613 of March 3, 1998
criminalized money laundering related to drug trafficking and other offenses, and penalizes offenders with a
maximum of 16 years in prison. The law expanded the GOB's asset seizure and forfeiture provisions and
exempts "good faith" compliance from criminal or civil prosecution.

The law also created the GOB's financial intelligence unit (FIU), the Council for the Control of Financial
Activities (COAF), which is housed within the Ministry of Finance. The COAF includes representatives from
regulatory and law enforcement agencies-‐‑including the central bank and Federal Police-‐‑and has a staff of 16
people with plans to expand to 22 in 2001. The COAF regulates those financial sectors not already under the
jurisdiction of another supervising entity. In 1999, the COAF issued regulations that addressed real estate,
factoring companies, gaming and lotteries, dealers in jewelry and precious metals, bingo, credit cards,
commodities trading, and dealers in art and antiques. The regulations require customer identification, record
keeping, and reporting of suspicious transactions directly to the COAF. In 2000 the COAF issued regulations
slightly amending the bingo, lotteries, and gaming regulations.

As of October 2000, the COAF indicated that it had received, since its inception, 5,208 suspicious transactions
reports (STRs), involving approximately 5 million reais (approximately US $2.5 million). Nearly 1000 of these
reports were generated from bingo, leading the COAF to speculate that this sector may be experiencing the
largest expansion in money-‐‑laundering activity. By the end of 2000, the COAF reported that it had received
6,673 STRs, leading to over 130 ongoing investigations and 100 prosecutions.

In 1999, the GOB's other regulatory bodies, the central bank, the Securities Commission (CVM), the Examiner
of Private Insurance Companies (SUSEP), and the Office of Supplemental Pension Plans (PC), issued parallel
regulations to covered institutions that spell out requirements for customer identification and reporting of
suspicious transactions. All of these regulations include a list of guidelines that help institutions identify
suspicious transactions. The central bank also established the DECIF (Departamento de Combate a Il�citos
Cambiais e Financeiros) to implement anti-‐‑money laundering policy, receive suspicious activity reports from
financial institutions, and forward information to the COAF. Current bank secrecy provisions, however, protect
specific account information, and thus the COAF receives only partial information from the central bank. All
other government agencies-‐‑except for congressional investigative committees-‐‑must get a court order to
access detailed bank account and subject information. International requestors may only obtain this
information through a letter rogatory. In early January 2001, however, President Fernando Henrique Cardoso
signed into law a measure that will give all regulatory bodies direct access to complete banking information
without court approval. However, some Brazilian legal scholars and legislators predict that the legislation will
face judicial review that is likely to render it unconstitutional.

Regulations issued in 1998 require that individuals transporting more than 10,000 reais (approximately US
$5,000) in cash, checks or traveler's checks across the Brazilian border must fill out a customs declaration that
is sent to the central bank. Financial institutions remitting more than 10,000 reais (approximately US $5,000)
also must make a declaration to the central bank.

In August 2000, Brazil hosted a summit of South American presidents; the agenda of which included signing a
memorandum of understanding creating the South American Financial Action Task Force (GAFISUD). In
December 2000, Brazil and the other member countries of MERCOSUR signed an agreement outlining
cooperation among central banks in money laundering investigations.

The GOB continues to investigate and prosecute large money laundering operations. A joint investigation by
the Federal Police, the central bank, the Federal Revenue Office, and the COAF uncovered a network that
allegedly laundered 30 billion reais (approximately US $15 billion) between 1998 and 1999. Most of the
laundered funds were the proceeds of drug trafficking, and trafficking in weapons and goods. Illicit funds from
several Brazilian states were sent primarily to Foz de Igua�u, a city near the border with Paraguay, where the
launderers used exchange houses, more than 100 large companies, 300 "laranjas," (individuals who allow their
names to be used for a fee), and special non-‐‑resident "CC-‐‑5" accounts to transfer the money abroad. The
Federal Police-‐‑who are cooperating with international authorities to track down the funds-‐‑have made several
arrests and secured over 300 indictments in the case.



The Brazilian press has reported extensively on the investigation of Judge Nicolau dos Santos Neto, who is
accused of embezzling 169 million reais (approximately $85 million) in funds earmarked for construction of a
city courthouse. Nicolau allegedly used a system of front companies in offshore havens to transfer money and
buy property abroad, including the United States. Brazilian authorities have been working with foreign
authorities to track down these assets, and thus far, have identified bank accounts in the United States and
Switzerland-‐‑the latter totaling approximately $4 million-‐‑and an apartment in Miami worth approximately $1
million. In December, Judge Nicolau turned himself in to authorities and now awaits trial on charges of
embezzlement, corruption, tax evasion, and money laundering.

The COAF has been a member of the Egmont Group since May 1999. In June 2000, Brazil became a full
member of FATF. The GOB and the United States signed a bilateral Mutual Legal Assistance Treaty in October
1997. The Brazilian Congress approved this treaty in December 2000, and the treaty will enter into force upon
the exchange of instruments of ratification. Brazil is a member of the Organization of American States Inter-‐‑
American Drug Abuse Control Commission (OAS/CICAD) Experts Group to Control Money Laundering. Brazil is
a party to the 1988 UN Drug Convention, and in December 2000, signed the UN Convention against
Transnational Organized Crime. The GOB has bilateral information exchange agreements with Belgium, France,
Paraguay, Portugal, Paraguay, and Spain.

Although the laundering of proceeds from drug trafficking and other crimes remains a major problem in Brazil,
the GOB has taken important regulatory and investigative steps to address the problem. However, the GOB
should ensure that all regulatory bodies have appropriate access to financial disclosure information. This
would facilitate analysis, coordination, and cooperation among domestic and international authorities in their
efforts to investigate and prosecute money laundering and other financial crimes.

British Virgin Islands (Concern). The British Virgin Islands (BVI) is a Caribbean Overseas Territory (COT) of the
United Kingdom (UK). The BVI is vulnerable to money laundering because of an offshore sector that is one of
the largest in the Caribbean. Financial services and tourism account for approximately 50 percent of the BVI's
economy. The BVI's offshore sector offers incorporation and management of offshore companies, and
provision of offshore financial and corporate services. The BVI has 13 banks (four of which are commercial),
and approximately 1800 mutual funds, 140 captive insurance companies, 900 registered vessels, 90 licensed
trust companies, and 360,000 international business companies (IBCs). Approximately 40 percent of the IBCs
are resident in Hong Kong.

According to the International Business Companies Act of 1984, BVI-‐‑registered IBCs cannot engage in business
with BVI residents, provide registered offices or agent facilities for BVI-‐‑incorporated companies, or own an
interest in real property located in BVI, except for office leases. BVI's 90 registered agents are licensed by the
Financial Services Unit (FSU), and are required to complete certification programs. Registered agents must
verify the identities of their clients. The process for registering banks, trust companies, and insurers is
governed by legislation that requires more detailed documentation such as a business plan and approval of the
appropriate supervisor within the Financial Services Inspectorate.

The BVI criminalized drug money laundering through the Drug Trafficking Offences Act, 1987, amended 1990,
and the Criminal Justice (International Co-‐‑operation) Act, 1993. The Proceeds of Criminal Conduct Act, 1997
expanded predicate offenses for money laundering to all criminal conduct, and created a financial intelligence
unit, the Reporting Authority-‐‑BVI (RA-‐‑BVI), which is a member of the Egmont Group. The Financial
Investigations Unit (FIU) is responsible for investigating fraud and money laundering cases, and is comprised of
three police officers. Most of its investigations have involved IBCs and other offshore entities.

The Anti-‐‑Money Laundering Code of Practice (AMLCP), 1999 establishes procedures to identify and report
suspicious transactions. The AMLCP requires covered entities to create a clearly defined reporting chain for
employees to follow when reporting suspicious transactions, and to appoint a reporting officer to receive these
reports. The reporting officer must conduct an initial inquiry into the suspicious transaction and report it to
the authorities if sufficient suspicion remains. Failure to report could result in criminal liability. The FIU
reportedly reviews approximately 30 suspicious transaction report (STRs) annually. In 1999, the FIU conducted
278 company inquiries, and in 2000, conducted approximately 1200. None of these queries has resulted in
prosecutions. To date, the BVI has prosecuted only one money laundering case.

The Joint Anti-‐‑Money Laundering Coordinating Committee (JAMLCC) was established in 1999 to coordinate all
the BVI's anti-‐‑money laundering initiatives. It is a broad-‐‑based, multi-‐‑disciplinary body comprised of private
and public sector representatives. The JAMLCC has drafted Guidance Notes based on those of the UK and
Guernsey.

In 2000, the Financial Action Task Force (FATF) reviewed BVI's anti-‐‑money laundering regime against 25
criteria. The FATF did not identify the BVI as a noncooperative jurisdiction in the international fight against
money laundering. However, the FATF raised certain issues in its June 2000 report:

The BVI allows certain intermediaries, and individuals, which are subject to the same anti-‐‑money laundering



standards and supervision as financial institutions, to introduce business to banks and financial institutions on
the basis that the introducers themselves verify the identify of the customer. In addition, the BVI allows certain
institutions based in certain overseas countries, subject to equivalent anti-‐‑money laundering systems, to
introduce business, without separately verifying the identity of the customer. The banks and the financial
institutions are only required to know the name of the client but not to verify the identity separately. There is
concern as to whether such a system is consistent with FATF Recommendations and provides sufficiently
rigorous checks on the identity of clients of banks and financial institutions, especially in cases where the
introducer is not a financial institution.

The BVI also has a large number of IBCs, the formation of which by intermediaries is subject to fewer
identification requirements than applied to the company sector as a whole.

In 2000, the BVI passed the Criminal Justice (International Cooperation) (Amendment) Act, 2000, criminalizing
the act of acquiring, using, or possessing drug proceeds, and "tipping off" individuals under investigation. The
BVI also has proposed the Code of Conduct (Service Providers) Act (CCSPA) and the Information Assistance
(Financial Services) Act (IAFSA). The CCSPA would encourage professionalism, enhance measures to deter
criminal activity, promote ethical conduct, and encourage greater self-‐‑regulation in the financial sector. The
CCSPA also would establish the Council of Service Providers, a body that would regulate the conduct of
individuals within the financial services industry. The Council also would formulate policy, procedures, and
other measures to regulate the industry, advise the government on legislation and policy matters, and monitor
compliance within the industry. The IAFSA would increase the scope of cooperation between BVI's regulators
and regulators from other countries.

The BVI is a member of Caribbean Financial Action Task Force (CFATF) and, through the UK, is a party to the
1988 UN Drug Convention. The BVI is subject to the US/UK Mutual Legal Assistance Treaty.

The BVI should fully implement and enforce all provisions of its recently passed legislation. The BVI also is
urged to eliminate any legal and regulatory impediments to international cooperation and exchange of
information.

Brunei (Other). Brunei is not known to be a money-‐‑laundering center. It is however, an offshore financial
center. The Government of Brunei has drafted anti-‐‑money laundering legislation and has evinced a strong
interest in learning about methods to combat money laundering. Although Brunei has asset forfeiture laws
they have not yet been applied to narcotics-‐‑related cases. Brunei's Narcotics Control Board has taken part in
courses offered by ILEA in Bangkok, and recently attended a money-‐‑laundering seminar hosted by DEA in
Singapore.

Earlier this year, the Sultanate of Brunei brought into effect a series of laws that established the International
Financial Center: the International Business Companies Order 2000; the International Banking Order 2000; the
Registered Agents and Trustees Licensing Order 2000; the International Trusts Order 2000; and the
International Limited Partnerships Order.

This new offshore financial services center will offer banking services, provide for the formation of IBCs, trusts
and limited partnerships. Supervisory authority is reportedly vested in a separate unit of the Ministry of
Finance-‐‑referred to simply as the "Authority." Reports indicate that this entity, however, will combine both
regulatory and marketing responsibilities.

Brunei is a party to the 1988 UN Drug Convention. Brunei is an observer jurisdiction to the Asia/Pacific Group
on Money Laundering.

Bulgaria (Concern). Bulgaria, particularly its financial system, is vulnerable to money laundering related to
narcotics trafficking and financial crimes such as bank and corporate fraud, embezzlement, tax evasion, tax
fraud, and the illegal conversion of state-‐‑owned property. The proceeds of drug trafficking, contraband
smuggling, vehicle theft, alien smuggling, prostitution, and extortion also are laundered in Bulgaria. The
source and destination for much of the illicit funds include Eastern Europe, the former Soviet Union, Turkey,
and the Middle East. The presence of organized criminal groups and official corruption contribute to Bulgaria's
money laundering problem. Small-‐‑scale change bureaus also may play a role. The Government of Bulgaria
(GOB) has declared the eradication of organized crime, corruption, and money laundering a national priority.

Bulgaria's anti-‐‑money laundering legislation, the Law on Measures Against Money Laundering, entered into
force in July 1998. Money laundering is criminalized by Articles 253 and 253a of the Bulgarian Criminal Code;
the law applies to the proceeds of all serious crimes. Anti-‐‑money laundering measures include customer
identification and record keeping requirements, suspicious transaction reporting, and internal rules for
financial institutions on implementation of an anti-‐‑money laundering program. Banks, securities brokers,
auditors, accountants, insurance companies, investment companies, and other businesses are subject to these
reporting requirements. Bank information can be obtained by law enforcement through a court order and an
instruction from the prosecutor general. The money laundering legislation does not apply to casinos, which are
an increasingly important mechanism for laundering money in Bulgaria.



The Ministry of Finance's Bureau of Financial Intelligence (BFI) is Bulgaria's financial intelligence unit. Since its
establishment, the BFI has suspended 21 suspicious funds transfers to foreign banks, and has opened seven
money-‐‑laundering investigations.

The GOB is considering legislation that would address forfeiture and seizure of criminal assets, allow
indictment of legal persons on money laundering charges, and prohibit funds of dubious or criminal origin
from being used in the acquisition of banks and businesses through the privatization process.

Bulgaria is a member of the Council of Europe (COE) and participates in the COE's Select Committee of Experts
on the Evaluation of Anti-‐‑Money Laundering Measures (PC-‐‑R-‐‑EV). In November 1999, Bulgaria underwent a
mutual evaluation by the PC-‐‑R-‐‑EV, and has been implementing changes to its anti-‐‑money laundering regime
based on recommendations in the group's report. Bulgaria is a party to the 1988 UN Drug Convention, and in
December 2000, signed the UN Convention against Transnational Organized Crime. Bulgaria has no bilateral
agreements on money laundering.

The GOB is urged to further strengthen its anti-‐‑money laundering regime through approval and full
implementation of proposed measures that would address seizure and forfeiture of criminal assets; allow
indictment of legal persons on money laundering charges; and prohibit funds of dubious or criminal origin
from being used in the acquisition of banks and businesses through the privatization process.

Burma (Primary). Burma's economy continues to be vulnerable to drug money laundering because of its
under-‐‑regulated financial system, weak anti-‐‑money laundering regime, and policies that facilitate the
funneling of drug money into commercial enterprises and infrastructure investment.

Political and economic constraints on the flow of legitimate capital into Burma have increased the importance
of narcotics-‐‑derived funds to the Burmese economy. As a result of cease-‐‑fire agreements, the Government of
Burma (GOB) has encouraged former insurgent groups to invest money into legitimate commercial ventures.
This policy has the effect of facilitating the laundering of illegal drug proceeds by some of the former
insurgent groups through investments in banks, hotels, and construction companies. Businesses owned by
family members of former or present drug traffickers also have invested heavily in infrastructure projects such
as roads and port facilities, banks, hotels, casinos, and other real estate development projects.

In 1993, the GOB adopted the Narcotics Drugs and Psychotropic Substances Law. This law criminalizes
narcotics-‐‑related money laundering and allows for seizure of assets that are derived from the drug trade. The
GOB has been slow to implement provisions of this law, and has targeted few, if any, traffickers or their assets.
GOB officials admit to having difficulty in implementing provisions related to money laundering because of
their lack of expertise in money laundering and financial crimes investigations. The GOB reportedly is drafting
new anti-‐‑money laundering legislation that would address deficiencies in its present legislation.

Burma does not have a financial intelligence unit, and is not active in international or regional anti-‐‑money
laundering fora. Burma is an observer jurisdiction to the Asia/Pacific Group on Money Laundering. Burma is a
party to the 1988 UN Drug Convention. The GOB has bilateral drug control agreements with India, Bangladesh,
Vietnam, Russia, Laos, and the Philippines. It is not known whether these agreements cover cooperation on
money laundering issues.

Burma must increase the regulation and oversight of its banking system, and end policies that facilitate the
investment of drug money into the legitimate economy. Burma also should step up efforts to enforce existing
money laundering legislation by investigating and prosecuting money launderers. Moreover, Burma is urged to
pass new legislation that would expand predicate crimes for money laundering and provide additional tools to
authorities for the detection and prosecution of money laundering.

Cambodia (Concern). Cambodia is not a major financial center, and does not have an offshore sector.
Cambodia is vulnerable to money laundering because it is a transit country for heroin trafficking from the
Golden Triangle. Crime, corruption, and money laundering reportedly are on the increase in Cambodia.

Cambodia in 1996 criminalized money laundering related to narcotics trafficking through the Law on Drug
Control. The law includes provisions for customer identification, suspicious transaction reporting, and the
creation of the Anti-‐‑Money Laundering Commission (AMLC) under the Prime Minister's Office. The composition
and functions of the AMLC were to be promulgated through a separate decree. The provisions of this law have
yet to be fully implemented and enforced.

In December 1999, Cambodia passed legislation, "The Law on Banking and Financial Institutions," that imposed
capital and prudential requirements on financial institutions. Capital requirements for commercial banks will
increase from US $5 million to US $13.5 million. Commercial banks also must maintain 20 percent of their
capital on deposit with the National Bank of Cambodia (NBC) as reserves. The law required the NBC to review
all banking licenses within one year. Only four banks-‐‑all foreign-‐‑owned-‐‑have received licenses under the new
law. An additional 15 banks will have a one-‐‑year grace period to meet licensing requirements.



Money laundering offenses are investigated by the same entities that have jurisdiction over the underlying
predicate crimes. However, these entities are not trained to detect, investigate, and prosecute money
laundering cases.

Cambodia has assisted neighboring countries with money laundering investigations. Cambodia is not a party
to the 1988 UN Drug Convention.

The Government of Cambodia (GOC) should fully implement and enforce its anti-‐‑money laundering legislation.
Moreover, the GOC should better educate officials and financial institutions about anti-‐‑money laundering
methods.

Cameroon (Other). Cameroon is not a regional financial center. Although illicit drugs transit Cameroon, there
is no information indicating significant money-‐‑laundering activity. Cameroon's banking system is supervised
by the Bank of Central African States (BEAC), a regional central bank that serves six countries of Central Africa.

In November 2000, Cameroon and the BEAC hosted a conference for BEAC member countries to devise joint
structures and legal strategies for fighting money laundering.

Cameroon has not criminalized money laundering.

Cameroon is a party to the 1988 UN Drug Convention, and in December 2000 signed the UN Convention
against Transnational Organized Crime.

Canada (Primary). Canada is neither a regional nor an offshore financial center. However, Canada remains
vulnerable to money laundering because of its advanced financial services sector and heavy cross-‐‑border flow
of currency and monetary instruments. Canada has financial institutions that engage in currency transactions
involving international narcotics proceeds that include significant amounts of US dollars. Canada's financial
institutions have been used to launder the proceeds of Latin American and Asian drug trafficking, and Asian
organized crime. As a result of the common border between our two countries, strong and effective anti-‐‑
money laundering enforcement is essential. The US Government is particularly concerned about the cross-‐‑
border movements of currency.

The Government of Canada (GOC) continues to strengthen its anti-‐‑money laundering regime. In July 2000, the
GOC passed the Proceeds of Money Laundering Control Act (PMLCA), which adopted enhancements
recommended by the Financial Action Task Force (FATF) in 1999. The full effectiveness of this new legislation
will not be known, however, until strong implementing regulations are put into place and enforced.

The PMLCA established the Financial Transaction and Reports Analysis Center (FinTRAC) on July 5, 2000. Under
implementing regulations, FinTRAC will collect and analyze suspicious activities reports (SARs) from financial
institutions and financial intermediaries, and determine which suspicious transactions merit further
investigation. In addition, money service businesses, casinos, lawyers, and accountants handling third-‐‑party
transactions are required to file SARs. The GOC expects that FinTRAC will be fully operational by mid-‐‑2001.
The GOC presently is identifying managers and other staff for FinTRAC, and purchasing computer hardware
and software. The GOC intends to have FinTRAC recognized by the Egmont Group as a Financial Intelligence
Unit (FIU). FinTRAC will have the authority to negotiate and set guidelines for sharing information with foreign
counterparts. US law enforcement has expressed concerns that there may be legal impediments restricting
FinTRAC's ability to share information. The PMLCA also mandates reporting of cross-‐‑border movements of
currency or monetary instruments as will be defined in implementing regulations.

Canada is a member of the FATF, and underwent a second FATF mutual evaluation in May 1997. Canada is a
member of the Organization of American States Inter-‐‑American Drug Abuse Control Commission (OAS/CICAD)
Experts Group to Control Money Laundering. Canada also participates in the CFATF as a Cooperating and
Supporting Nation. Canada is an observer jurisdiction to the Asia/Pacific Group on Money Laundering (APG).
Canada has long-‐‑standing agreements with the United States on law enforcement cooperation, including
treaties on extradition and mutual legal assistance. Canada is a party to the 1988 UN Drug Convention, and in
December 2000, signed the UN Convention against Transnational Organized Crime.

The GOC should ensure that the FinTRAC meets Egmont standards for FIUs, especially with regard to sharing
information with other FIUs. The GOC also is urged to adopt and fully implement regulations that define cross-‐‑
border currency reporting requirements.

Cayman Islands (Primary). The Cayman Islands, a United Kingdom (UK) Caribbean Overseas Territory (COT),
remains vulnerable to money laundering because of its significant offshore sector that provides a wide range
of services such as private banking, brokerage services, mutual funds, various types of trusts as well as
company formation and company management. In March 2000, Cayman Islands authorities reported that
approximately 570 banks and trust companies, 2,238 mutual funds, and 499 captive insurance companies
were licensed in the Cayman Islands.

In addition, approximately 45,000 offshore companies are registered in the Cayman Islands.



In June 2000, the Financial Action Task Force (FATF) identified the Cayman Islands as non-‐‑cooperative in
international efforts to fight money laundering. The FATF in its report cited several concerns:

The Cayman Islands does not have any legal requirements for customer identification and record keeping. Even
if in the absence of a mandatory requirement, financial institutions were to identify their customers,
supervisory authorities cannot, as a matter of law, readily access information regarding the identity of
customers. Moreover, the supervisory authority places too much reliance on home country supervisors'
assessment of management of bank branches.

Although the Cayman Islands has criminalized the laundering of the proceeds of all serious crimes and its
system encourages reporting of suspicious transactions (by providing a safe harbor from criminal liability for
those who report), it lacks a mandatory regime for the reporting of suspicious transactions. Moreover, a large
class of management companies-‐‑including those providing nominee shareholders for the purpose of
formation of a company or holding the issued capital of a company-‐‑is unregulated.

At the same time, the Cayman Islands has been a leader in developing anti-‐‑money laundering programs
throughout the Caribbean region. It has served as president of CFATF, and it has provided substantial
assistance to neighboring states in the region. It has demonstrated co-‐‑operation on criminal law enforcement
matters, and uncovered several serious cases of fraud and money laundering otherwise unknown to authorities
in FATF member states. In addition, it has closed several financial institutions on the basis of concerns about
money laundering.

In July 2000, the US Treasury Department issued an advisory to US financial institutions warning them to pay
special attention to give "enhanced scrutiny for certain transactions or banking relationships" involving the
Cayman Islands.

In 1999, the Cayman Islands and the other UK COTs agreed to undergo a comprehensive review of their
financial regulation, and implement recommended changes. The results of this review were published in
October 2000 and indicate that although the Cayman Islands has made progress, its current regulatory
structure was still not fully in accordance with international standards. The primary recommendations of the
report were:

* Full operational independence for the Cayman Islands Monetary Authority.

* Improved supervision of the Cayman Islands Stock Exchange.

* Increased on-‐‑site visits by banking regulators.

* Improved supervisory process of company service and trust service providers.

* Strengthened regulation of partnerships.

* Improved international cooperation.

* Enhancements to the Misuse of Drugs Law.

* A review of the Code of Practice to ensure that it takes account of the Money Laundering Regulations 2000.

The report also stressed the importance of addressing bearer shares, and noted that the Cayman Islands in
2001 plans to introduce legislation that would immobilize bearer shares. The report lauded the Cayman
Islands' efforts to date in strengthening its anti-‐‑money laundering regime.

In 2000, the Cayman Islands approved regulations and legislation that were intended to address deficiencies in
it anti-‐‑money laundering regime. Regulations that entered into force in September 2000 specified record
keeping and customer identification requirements for financial institutions. The regulations specifically cover
individuals who establish a new business relationship, engage in a one-‐‑time transaction over Cayman Islands
(CI) $15,000, or may be engaging in money laundering. The customer identification requirements do not apply
to existing accounts with financial intermediaries.

Amendments to the Proceeds of Criminal Conduct Law (PCCL) make failure to report a suspicious transaction a
criminal offense that could result in fines or imprisonment. The law does not specify a time frame in which
suspicious transaction reports must be made, but instead, states that the transaction should be reported
within a "reasonably practicable" timeframe once it comes to the person's attention.

Amendments to the Monetary Authority Law (MAL) grant the Cayman Islands Monetary Authority (CIMA) the
power to obtain information from a person regulated under the laws of the Cayman Islands, a connected
person, or a person reasonably believed to have information relevant to an inquiry by CIMA. The amendment
includes provisions for identification of account holders and beneficial owners. However, CIMA can only obtain
information about the identity of a client through a court order, which hinders CIMA's ability to detect,
investigate, and take action against money laundering and the underlying offense. Further amendments to the



MAL grant CIMA the authority to assist certain overseas regulators by sharing information in its files and
obtaining client and other information from regulated and unregulated persons. CIMA's assistance is limited to
overseas regulatory authorities that have the same functions as CIMA or those authorities "as may be specified
in regulations" that have yet to be promulgated.

Also in 2000, the Cayman Islands passed the Banks and Trust Companies (Amendment) (Access to Information)
Law, 2000, and the Companies Management (Amendment) (Access to Information) Law, 2000.

The Cayman Islands published a non-‐‑binding money laundering Code of Practice pursuant to Section 20 of the
Proceeds of Criminal Conduct Law (1999 Revision) to coincide with its hosting of the UN Offshore Plenary
Forum of International Money Laundering. The Code of Practice is intended to give Cayman Islands financial
service providers guidance about preventing and detecting money laundering. The code outlines procedures
for identifying clients, training staff, documenting evidence, and maintaining records consistent with
international standards. However, the Code does not create a legal obligation; therefore, failure to comply with
its provisions does not constitute a legal offense.

The Cayman Islands cooperates with US law enforcement in money laundering cases. In 1999, the Cayman
Islands did not prosecute anyone for money laundering; however, it did arrest several individuals on suspicion
of money laundering.

The Cayman Islands, through the UK, is a party to the 1988 UN Drug Convention. The Cayman Islands is a
member of the Caribbean Financial Action Task Force (CFATF) and the Offshore Group of Banking Supervisors
(OGBS). In addition, there is a 1986 US-‐‑UK Mutual Legal Assistance Treaty (MLAT) covering the Cayman Islands.

The Cayman Islands has made progress toward strengthening its anti-‐‑money laundering regime, and is urged
to fully address all deficiencies that have been identified in its anti-‐‑money laundering regime. In particular, the
Cayman Islands should follow through on its stated plans to immobilize bearer shares.

Chile (Concern). Chile has a well-‐‑developed financial sector, but is not considered a major regional financial
center. Chile does not have an offshore sector. Chile continues to be vulnerable to money laundering because
it lacks key legal provisions that aid in the prevention and detection of money laundering. According to press
reports in April 2000, a Chilean Senate Finance Committee estimated that approximately US $10 billion is
laundered annually through Chile. Money launderers reportedly exploit Chilean banks, commodities
brokerages, and currency exchange businesses. Moreover, large real estate projects and casinos also are
vulnerable to money laundering.

In 1995, Chile criminalized money laundering related to narcotics trafficking through the Counternarcotics
Law. The law allows banks to voluntarily report suspicious or unusual financial transactions. However, the
legislation has no "safe harbor" provisions that protect banks from potential civil or criminal liability. As a
result, reporting of such transactions has been extremely low. Moreover, the legislation does not require
reporting of large currency transactions. In December 1999, the Government of Chile (GOC) proposed
legislation that would amend the Counternarcotics Law by mandating reporting of suspicious financial
transactions, and creating a new financial intelligence unit to replace the existing FIU. However, the proposed
legislation would not expand predicate crimes for money laundering. The Chilean Congress has not approved
the legislation.

Chile's Judicial Reform Law of 1997 gives both the Council for the Defence of the State (CDE) and the Public
Ministry responsibility for investigating money laundering cases. This joint arrangement will continue for at
least two years. The pending amendments to the Counternarcotics Law would give the Public Ministry sole
responsibility for implementing the new law when it is promulgated.

Chile is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN Convention against
Transnational Organized Crime. Chile is a member of the Organization of American States Inter-‐‑American
Drug Abuse Control Commission (OAS/CICAD) Experts Group to Control Money Laundering, and the newly
created South American Financial Action Task Force (GAFISUD). Chile's current financial intelligence unit, the
Departmento de Control de Trafico Ilicito de Estupefacientes, is a member of the Egmont Group.

In August 2000, Chile and the United States signed an agreement for cooperation and mutual assistance in
narcotics-‐‑related matters. Chile has similar agreements in force with the United Kingdom, Spain, and the
Czech Republic. Bilateral agreement negotiations are underway with France, Germany, Russia, Poland,
Romania, Ukraine, Turkey, Tunisia, Guatemala, and Honduras.

The GOC is urged to pass anti-‐‑money laundering legislation that would mandate reporting of both suspicious
and large currency transactions by financial institutions, provide "safe harbor" protections to entities that
report such transactions, and expand predicate offenses for money laundering to include all serious crimes.
Moreover, the COG should ensure that its FIU has the authority and resources necessary to make it an effective
force against money laundering, and that it can readily share information with international counterparts.



China, People's Republic of (Primary). In response to the growing threat of money laundering, the People's
Republic of China (PRC) has begun to focus greater attention on improving the country's anti-‐‑money
laundering regime. The State Council (Cabinet) has directed various government agencies to examine their
current anti-‐‑money laundering measures and to draft new regulations for the commercial banking, regulatory,
and enforcement sectors. The government views an enhanced anti-‐‑money laundering regime as a means to
stem the rise in financial crime and corruption. Narcotics trafficking, smuggling, extortion, alien smuggling,
and the counterfeiting of currency and goods remain major sources of illegal proceeds in the PRC. Foreign and
domestic organized criminal activity, endemic corruption at the provincial and local levels, and the continued
presence of anonymous bank accounts contribute to the PRC's money-‐‑laundering problem.

The PRC's efforts to address money laundering began in 1990, when the National People's Congress (NPC)
adopted the country's first law criminalizing narcotics-‐‑related money laundering and allowed the confiscation
of narcotics proceeds. In 1997, the NPC adopted the PRC's current Criminal Code, Article 191, which makes it a
crime to launder the proceeds of narcotics trafficking, organized criminal activity, and smuggling. Efforts are
underway to draft amendments to the Code that would expand the definition of predicate offenses for money
laundering to include the proceeds of all criminal activity. In addition to Article 191, Article 312 of the Criminal
Code criminalizes complicity in concealing the proceeds of criminal activity.

As in many civil law-‐‑based countries, the PRC charges each offense separately, and defendants who have
laundered the proceeds of a predicate crime usually are prosecuted for the predicate offense rather than
money laundering because the predicate offense generally carries a heavier penalty and is easier to prove. The
sentences handed down by tribunals in 2000 illustrate the severity of punishment. Several dozen senior
officials at both the national and provincial levels were sentenced to death for corruption and smuggling.

The PRC took additional steps in 2000 to combat money laundering. In April 2000, the PRC passed a statute
that requires anyone opening a new bank account to do so in his or her true name. When opening or
depositing money into a new account, the customer must produce an identification card to verify his or her
identity. Existing anonymous accounts may remain open for five years from the time of the account's
establishment. After five years, the account holder must re-‐‑register the account in his or her true name only.
Anonymous accounts will be phased out in 2005.

The People's Bank of China (PBOC)-‐‑-‐‑China's central bank-‐‑-‐‑has issued internal regulations that require
currency transaction reports for all transactions involving Renminbi (RMB) 50,000 (US $6,000) or more. The
PBOC also has issued rules concerning the recording and reporting of currency transactions at the county level,
as well as a circular to Chinese banks regarding the reporting of suspicious transactions. Withdrawals of RMB
200,000 (US $24,000), deposits of RMB one million (US $120,000), or a series of aggregate transactions
totaling RMB one million must be reported to the PBOC. At the county level, withdrawals of RMB 50,000 (US
$6,000) require picture identification. However, central bank supervisors do not verify compliance with these
rules.

In addition, the PRC has foreign currency exchange controls. Commercial banks require PRC citizens to justify
the exchange of RMB into a foreign currency. The maximum amount of foreign currency that a PRC citizen may
take out of the PRC is US $2,000. For foreigners, the threshold is US $5,000. Requests for exchanges of
currency above these thresholds require advance certification through documentation of the need for the
foreign currency, such as for foreign travel or commerce.

The United States and the PRC continue to discuss cooperation on money laundering and other law
enforcement topics under the auspices of the US-‐‑PRC Joint Liaison Group (JLG) on law enforcement
cooperation. The last JLG meeting took place in June 2000 in Beijing. In 2000, US enforcement and regulatory
agencies hosted several law enforcement delegations from China to discuss money laundering and financial
crimes. In addition, the US Departments of Treasury and Justice conducted various training seminars in the PRC
featuring the enforcement and prosecutorial aspects of money laundering.

In October 2000, an interagency US Government team visited the PRC to assess the need for training to help
PRC authorities combat money laundering. The team will make recommendations on future training.

The United States and the PRC in June 2000 signed a Mutual Legal Assistance Agreement (MLAA), which
contains general obligations to cooperate in criminal matters. The agreement is not yet in force. The PRC is a
party to the 1988 UN Drug Convention, and in December 2000, signed the United Nations Convention against
Transnational Organized Crime. The PRC is a member of the Asia/Pacific Group on Money Laundering.

As the PRC examines ways to enhance its anti-‐‑money laundering regime, consideration should be given to
criminalizing money laundering for all serious crimes, and abolishing anonymous accounts prior to 2005. The
PRC also should adopt comprehensive anti-‐‑money laundering legislation that establishes appropriate
mechanisms for prevention, detection, and enforcement.

Colombia (Primary). Colombia has financial institutions that engage in currency transactions involving
international narcotics proceeds that include significant amounts of US dollars. As the world's largest



production and distribution source for cocaine and a significant supplier of heroin to the United States,
Colombia has a natural vulnerability to drug money laundering. Pervasive commercial smuggling for tax and
import duty avoidance, arms trafficking related to violent paramilitary groups and guerrilla organizations,
along with continued capital flight from Colombia's fragile economy, are among additional factors that
exacerbate the money laundering threat in Colombia. Trade-‐‑based money laundering, such as the Black
Market Peso Exchange (BMPE), through which money launderers furnish narcotics-‐‑generated dollars in the
United States to commercial smugglers, travel agents, investors and others in exchange for Colombian Pesos
in Colombia, is a prominent method for laundering narcotics proceeds. Colombia also appears to be a
significant destination and transit location for bulk shipment of narcotics-‐‑related United States currency, while
the use of wire remitters and transactions involving precious metals and stones are believed to play significant
roles in drug money laundering through Colombia. Smart cards and other financial sector technology represent
growing challenges to money laundering enforcement in Colombia.

Although important reforms are needed to enhance law enforcement efforts, Colombia has significant legal
authority to combat money laundering. Colombia has criminalized the laundering of the proceeds of extortion,
illicit enrichment, rebellion, and drug trafficking. Colombia's 1996 extinction of domain forfeiture legislation
provides for criminal forfeiture of drug money laundering proceeds, in rem forfeiture when assets are held in
the name of a nominee or have been transferred, and forfeiture of substitute assets. Originally created by
executive decree in 1998, Colombia formally adopted legislation in 1999 to establish a unified central Financial
Information and Analysis Unit (UIAF) within the Ministry of Finance and Public Credit with broad authority to
access and analyze financial information from public and private entities in Colombia. Additional forfeiture
authority in criminal prosecutions is more generally available elsewhere in the Colombian criminal code.

In addition, the Superintendency of Banks has instituted "know your customer" regulations for the entities it
regulates, including banks, insurance companies, trust companies, insurance agents and brokers, and leasing
companies. Among other things, the Superintendency of Banks also has authority to rescind licenses for wire
remitters. As a result of regulations issued in 2000, the Superintendency of Securities, which oversees
Colombia's three stock exchanges, also will soon begin instituting anti-‐‑money laundering compliance
procedures. However, the Colombian central bank's new External Resolution No. 8 issued in May 2000 relaxed
certain requirements on individuals conducting currency exchange services, enabling them simply to identify
this service when registering their business but eliminating the need for them to become fully licensed.
Financial institutions and wire remitters are required to file suspicious activity reports, while currency
transactions and cross-‐‑border movements of currency in excess of US $10,000 must also be reported. In
addition, casas de cambio must file currency reports for transactions involving US $700 or more, while wire
remitters must pay withdrawals over US $3000 by check.

The Prosecutor General's office established a specialized task force unit of agents and prosecutors to
investigate and prosecute money laundering cases and forfeiture actions under the 1996 Extinction of Domain
statute. Recent reductions in the rate of turnover among members of the unit may bring some stability to the
office and increase its effectiveness. Including convictions under prior offenses of criminal reception and illicit
enrichment, this unit has obtained criminal sentences in 33 money laundering related cases and has more than
200 active cases pending. Colombian authorities have seized more than 10,000 properties in more than 250
forfeiture actions, although Colombia has obtained forfeiture judgments in just twelve cases.

The UIAF receives an average of 500 suspicious activity reports (SARs) per month, totaling nearly 15,000
received since December of 1998. However, only thirteen of these SARs have been forwarded to the Prosecutor
General's office for enforcement and only a handful of those forwarded have been accepted for further
investigation or prosecution.

Colombia played a significant role in multilateral efforts to combat money laundering in 2000. In December,
Colombia was the host of the inaugural meeting of GAFISUD, a South American regional anti-‐‑money laundering
organization modeled after the Financial Action Task Force. Colombia also participated in a multilateral
initiative with the Governments of the United States, Venezuela, Panama, and Aruba designed to address the
problem of trade-‐‑based money laundering through the BMPE among the participating countries. In addition, in
2000 Colombia's UIAF became a new member of the Egmont Group.

During 2000, the United States and Colombia have continued to expand bilateral cooperation against money
laundering. Among the eleven Colombian citizens extradited to the United States in 2000 were two wanted on
money laundering charges. An additional seven persons indicted on money laundering charges were
provisionally arrested in Colombia pursuant to United States requests for extradition. Colombia has also
provided important continuing assistance to United States civil forfeiture actions against accounts in Colombia
restrained in 1998 and 1999 in response to United States formal requests for assistance in Operations Juno
and Casablanca. Colombia's Tax and Customs Directorate (DIAN) also provided valuable case-‐‑related
assistance and training to United States prosecutors and agents in 2000.

In 2000, Colombia adopted a new criminal and criminal procedure code. These measures expand money



laundering predicates to include conspiracy and corruption. However, this legislation, which does not come
into effect until June of 2001, is under constitutional challenge. Additional legislation still pending would
permit the disclosure of tax information to law enforcement for criminal investigation purposes.

The United States' July, 2000 appropriations in support of Plan Colombia are anticipated to provide meaningful
assistance for money laundering and forfeiture prosecutions in 2001. These funds are expected to provide
significant training and equipment investments for the Office of the Prosecutor General, the UIAF, the asset
management program of the National Drug Directorate (DNE), and DIAN, among other things.

Colombia is a party to the 1988 UN Drug Convention and in December 2000 signed the UN Convention against
Transnational Organized Crime. Colombia is a member of the Organization of American States Inter-‐‑American
Drug Abuse Control Commission (OAS/CICAD) Experts Group to Control Money Laundering. The United States
and Colombia have signed a Mutual Legal Assistance Treaty but it is not yet in force.

Colombia has established a comprehensive legal and regulatory program and has demonstrated an
international commitment to combat money laundering. The Government of Colombia (GOC) should ensure
that judges and prosecutors are adequately trained in order to fully enforce Colombia's anti-‐‑money laundering
laws. The GOC also is urged to improve coordination among its law enforcement agencies by clarifying
ambiguous lines of authority with respect to the sharing of information. The GOC should also undertake
measures to improve its ability to successfully prosecute the predicate offenses for money laundering.

Cook Islands (Concern). The Cook Islands is a self-‐‑governing group of islands in the South Pacific that
maintains a free association with New Zealand. Cook Islanders are citizens of New Zealand and are part of the
British Commonwealth. The Cook Islands is vulnerable to money laundering because of an offshore sector that
offers banking, insurance, international trusts, and formation of international companies, (the equivalent of
international business companies, IBCs ). Marketers of offshore services on the Internet promote the Cook
Islands as a favored jurisdiction for establishing asset protection trusts.

The International Companies Act of 1981 (amended 1982) allows formation of IBCs. It permits issuance of
bearer shares, marketing of shelf companies, and prohibits public access to registers of corporate directors or
managers or the disclosure of beneficial owners. This legislation is substantially similar to legislation that was
enacted by Samoa and is based on a British Commonwealth and South Pacific Forum model. A corporation
must grant prior approval before its records in the Companies Office Registry can be examined. Corporate
entities may be listed as officers and shareholders of companies-‐‑except for companies engaged in banking
and insurance, unless specifically licensed to do so-‐‑because corporations have the legal powers of a natural
person. Corporate directors are not required to be residents. However, companies must maintain in the Cook
Islands a registered office and company secretary. Companies must file annual returns, but are not required to
have their accounts audited.

In June 2000, the Financial Action Task Force (FATF) listed the Cook Islands as a non-‐‑cooperative jurisdiction
in the international fight against money laundering. FATF in its report noted:

In particular, the government has no relevant information on approximately 1,200 international companies
that it has registered. The country has also licensed seven offshore banks that can take deposits from the
public but are not required to identify customers and keep their records. Its excessive secrecy provisions guard
against the disclosure of relevant information on those international companies as well as bank records.

During the FATF review process, the government expressed its intention to propose to the Parliament, before
October 2000, two bills which would criminalize money laundering and establish a suspicious transaction
reporting system with a financial intelligence unit (FIU). However, the authorities indicated that those bills
would not likely introduce a customer identification requirement, nor would they relax the excessive secrecy
provisions.

Following the FATF non-‐‑cooperative countries and territories exercise, the US Treasury Department issued an
advisory to US financial institutions advising them to "give enhanced scrutiny" to all financial transactions
involving the Cook Islands.

In August 2000, the Government of the Cook Islands (GOCI) passed legislation, the Money Laundering
Prevention Act 2000 (MLPA), that criminalizes all money laundering; creates an FIU; mandates the reporting of
suspicious transactions by financial institutions; and defines records retention and customer identification
requirements for financial institutions. Money laundering is defined by the Act as engaging directly or
indirectly in a transaction that involves the proceeds of crime; or receiving proceeds of a crime, including
property that may be co-‐‑mingled with the proceeds of crime. Penalties for money laundering include a
maximum fine of New Zealand $20,000 (approximately US $8,600) and maximum prison sentence of five
years.

The MLPA imposes certain reporting obligations on financial institutions such as banks, offshore banking
businesses, offshore insurance businesses, casinos, and gambling services. Financial institutions are required



to report transactions if there is reasonable cause to suspect that the transaction involves the proceeds of a
crime. Financial institutions are required to maintain for a minimum of five years all records that are related to
the opening of accounts, and business transactions that exceed NZ $30,000 (approximately US $12,900). The
records must include sufficient documentary evidence to prove the identity of the customer. Financial
institutions are required to develop procedures to audit their compliance with these provisions.

The MLPA establishes a Money Laundering Authority (MLA) that is comprised of the financial secretary, the
commissioner for offshore financial services, and the commissioner of the police. The MLA currently
constitutes the financial intelligence unit. The MLA receives suspicious transactions reports; sends reports to
the solicitor general when money laundering is suspected; instructs financial institutions to cooperate with
investigations; compiles statistics and records for use by domestic and international regulatory and law
enforcement; issues guidelines to financial institutions; and creates and provides to financial institutions
training on record keeping and reporting requirements. The MLPA also requires that individuals declare cross-‐‑
border movements of currency or negotiable securities greater than the equivalent of NZ $10,000
(approximately US $4,300) to a police, customs, or immigration officer. Failure to declare cross-‐‑border
movements of currency or negotiable instruments can result in a maximum fine of NZ $1,000 (approximately
US $430) and a maximum prison sentence of one year.

The Cooks Islands has also drafted regulations (The Money Laundering Prevention Regulations 2000) which
specify the documentation required for satisfactory customer identification, details to be included in
suspicious transaction reports (STRs) and time lines for filing STRs. These had yet to come into legal effect by
year's end.

The Offshore Industry (Criminal Provisions) Act 1995-‐‑96 requires officers and employees of the Cook Islands'
six trustee companies to report to the Cook Islands Commissioner for Offshore Financial Services (COFS)
suspicious activities related to narcotics trafficking or transactions where there is actual knowledge that a
serious crime has been committed. Trustee companies must provide information to the COFS to substantiate
their suspicions. The COFS can petition the High Court to rescind the license of or strike from the corporate
register offshore entities found to be involved in such crimes. Moreover, the High Court also may dispose of
the assets of the business entity.

The MLPA authorizes the MLA to cooperate with foreign governments that have entered into bilateral or
multilateral mutual assistance arrangements with the GOCI. However, Section 21 of the MLPA makes provision
for ad hoc requests, granting the Minister of Finance the power to approve cooperation with a foreign
government without an agreement in place. Money laundering is an extraditable offense.

The Cook Islands is an observer jurisdiction to the Asia/Pacific Group on Money Laundering. The Cook Islands
is not a party to the 1988 UN Drug Convention.

The GOCI should fully implement and enforce the provisions of the recently passed MLPA. Moreover, the GOCI
should eliminate excessive bank and corporate secrecy provisions, and expand oversight of the offshore
sector.

Costa Rica (Concern). Costa Rica is vulnerable to money laundering because of increased drug trafficking in
the region and a lack of stringent regulatory and supervisory controls for its offshore sector. Anecdotal
information suggests that Costa Rica's financial institutions, currency-‐‑exchange businesses, casinos, and real
estate market have been used to launder money.

Costa Rica's domestic banking sector is comprised of approximately 25 banks, 15 finance companies, and 27
savings and loan institutions, and is supervised by the General Superintendent of Financial Entities (SUGEF).
Low taxes and strong secrecy laws have created in recent years a growing offshore sector that offers banking
services, and corporate and trust formation. The central bank must approve applications for offshore banks.
Costa Rica has approximately 20 foreign financial institutions and 24 offshore branches of domestic financial
institutions. Foreign banks must adhere to regulations established by their parent banks, but are not subject to
effective local supervision. Foreign offshore banks are required only to provide monthly balance statements
and year-‐‑end audited statements to the SUGEF. Nonresidents can hold US dollar bank accounts. Although
Costa Rica does not allow bearer shares, secrecy provisions can prevent access to ownership information of
corporations. Trusts also can be shareholders of corporations. This arrangement provides tax advantages and
additional secrecy.

Costa Rica's telecommunications system, lax regulatory regime, and an abundance of English speakers have
made it a haven for Internet gaming companies. The number of Internet gaming licenses issued by Costa Rica
has increased from three to 70 in the span of three years.

Law No. 7786 on Narcotics and Psychotropic Substances of May 1998 reformed a previous drug law and
criminalized money laundering related to drug trafficking. Drug money laundering is punishable by eight to 20
years in prison. However, Costa Rica has not successfully prosecuted anyone under its current anti-‐‑money
laundering laws.



Costa Rican law also obligates all financial institutions to identify their clients, record and report currency
transactions that exceed US $10,000 to regulators, report suspicious transactions, and maintain records for a
minimum of five years. Covered financial institutions include those supervised by SUGEF, the General
Superintendent of Securities, and the Superintendent of Pensions, money exchangers and remitters, and
dealers in traveler's checks and money orders. Other businesses such as dealers in jewelry and consumer
goods, casinos, and credit card companies must report cash transactions that exceed US $10,000 to the Joint
Counternarcotics Intelligence Center (CICAD). These businesses also must report suspicious transactions.
Individuals are required to report cross-‐‑border movements of currency that exceed US $10,000. The law
exempts good faith compliance from criminal, civil, or administrative liability.

The law also created the Unidad de Analisis Financiero (UAF), Costa Rica's financial intelligence unit, to receive
and analyze suspicious financial transaction reports and investigate cases of money laundering. Financial
institutions are required to report suspicious financial transactions to SUGEF, which forwards disclosures to the
UAF. In June 1999, the UAF joined the Egmont Group. The UAF exchanges information with its counterparts.

Costa Rica's Legislative Assembly is considering legislation that would extend the predicate offenses for money
laundering beyond drug trafficking.

Costa Rica is a member of the Caribbean Financial Action Task Force (CFATF), and the Organization of
American States Inter-‐‑American Drug Abuste Control Commission (OAS/CICAD) Experts Group to Control
Money Laundering. Costa Rica is a party to the 1988 UN Drug Convention. An extradition treaty is in force
between the United States and Costa Rica. US law enforcement agencies work effectively with Costa Rican
public security forces in counternarcotics and money laundering investigations.

The growth of Costa Rica's offshore sector-‐‑especially the rapid expansion of Internet gaming operations-‐‑and
the absence of an effective regulatory and supervisory regime for it are causes for concern. The Government of
Costa Rica (GOCR) should increase the resources necessary to implement its current anti-‐‑money laundering
legislation. The GOCR also should increase its oversight of non-‐‑bank financial institutions. Moreover, the
GOCR is urged to pass comprehensive anti-‐‑money laundering legislation that would expand the predicate
offenses for money laundering to include all serious crimes. These measures would help Costa Rica protect its
financial and offshore sectors from being abused by money launderers and other international criminals.

C�te d'Ivoire (Other). C�te d'Ivoire is an important regional financial center in West Africa. To the extent
money laundering occurs, a significant portion relates to the proceeds of trafficking in narcotics, particularly
heroin and cocaine. Money laundering is concentrated in the banking system and is controlled by
organizations other than local traffickers.

Financial fraud is mostly limited to Nigerian-‐‑operated scams aimed at foreigners. Endemic smuggling of
contraband does not generate funds sufficiently large enough to require laundering. C�te d'Ivoire is not an
offshore financial center.

Laundering of money related to any criminal activity is a criminal offense. Banks are required to maintain
records of large currency transactions and to report this data to the government. Banks are required to
maintain the records necessary to reconstruct significant transactions through financial institutions. The
government requires financial institutions to report suspicious transactions. Bankers' protection under the law
is contingent on their cooperation with law enforcement entities. Money laundering controls are not applied to
non-‐‑banking institutions.

C�te d'Ivoire has not addressed the problem of international transportation of illegal-‐‑source currency and
monetary instruments although there are controls on the amount of currency that can be brought in and taken
out. There were no arrests or prosecutions reported for money laundering in 2000.

Cote d'Ivoire's asset seizure and forfeiture law applies to both mobile and immobile property, including bank
accounts and businesses used as conduits for money laundering. The Ivoirian Government is the designated
recipient of any narcotics-‐‑related asset seizures and forfeitures. It is not known whether legal loopholes exist
to permit traffickers and others to shield assets. The law does not allow for civil forfeiture or for the sharing of
assets with other governments. No recent changes have been made to the law and no new legislation is being
considered.

C�te d'Ivoire does not take part in any international anti-‐‑money laundering fora. It is a party to the 1988 UN
Drug Convention.

Croatia (Other). Croatia is not a regional financial or money laundering center. Much of the money laundering
that does occur is related to financial crimes such as tax evasion and business-‐‑related fraud. The proceeds of
narcotics trafficking tend to be laundered through the purchase of real estate, luxury goods, and automobiles.

In 1997, Croatia criminalized money laundering related to serious crimes. The legislation established reporting
requirements for banks and non-‐‑bank financial institutions for transactions that exceed US $17,500. It also



authorized establishment of a financial intelligence unit (FIU) within the Ministry of Finance. Croatia's FIU is a
member of the Egmont Group. In 2000, Croatia's Parliament strengthened the country's penal code to ensure
that all those indicted can be charged with the money laundering offense where applicable. Prior to this
change, a person could not be charged with money laundering if the predicate offense carried a maximum
penalty of fewer than five years in prison. The Government of Croatia (GOC) plans to introduce legislation in
2001 that will require banks to transmit data to supervising agencies electronically instead of by mail. The
GOC also plans to establish a National Center for the Prevention of Corruption and Organized Crime within the
State Prosecutor's Office.

Croatia does not have limitations on providing and exchanging information with international law enforcement
on money laundering investigations. Croatia's anti-‐‑money laundering efforts are hindered by weak
enforcement and a lack of adherence to the law.

Croatia is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN Convention against
Transnational Organized Crime.

Cuba (Other). Cuba is not an important regional financial center. The Government of Cuba (GOC) controls all
financial institutions, and the Cuban peso is not a freely convertible currency. The GOC has not prosecuted any
money-‐‑laundering cases since the National Assembly passed legislation in 1999 that criminalized money
laundering related to trafficking in drugs, arms, or persons. The Cuban central bank has issued regulations
that encourage banks to identify their customers, investigate unusual transactions, and identify the source of
funds for large transactions. Cuba also has cross-‐‑border currency reporting requirements. Cuba has solicited
anti-‐‑money laundering training assistance from the United Kingdom, Canada, France, and Spain.

Cuba is a party to the 1988 UN Drug Convention, and in December 2000 signed the UN Convention against
Transnational Organized Crime.

Cyprus (Primary). Cyprus is a major regional financial center, and as such remains vulnerable to international
money laundering activities. Russian organized crime, fraud, burglary and theft, are the major sources of illicit
proceeds that are laundered in Cyprus. Credit card and bank card fraud also pose major problems for Cyprus.
In 2000, the Financial Action Task Force (FATF) conducted a review of Cyprus's anti-‐‑money laundering regime
against 25 specified criteria. Cyprus was not identified by the FATF as a non-‐‑cooperative country in the
international fight against money laundering. However, the FATF in its June report raised a concern regarding
customer identification in respect to all forms of trusts.

In 1996, the Government of Cyprus (GOC) passed the Prevention and Suppression of Money Laundering
Activities Law. This law criminalized non-‐‑drug related money laundering; provided for the confiscation of
proceeds from serious crimes; codified actions that banks and non-‐‑bank financial institutions must take,
including customer identification; and mandated the establishment of a financial intelligence unit (FIU).
Previously enacted legislation criminalized drug-‐‑related money laundering. A 1998 amendment to the 1996
anti-‐‑money laundering legislation extended the list of predicate offenses to include trafficking in women,
terrorism, trafficking in human organs, attempted murder, and nuclear proliferation. The amendment also
addressed government corruption, and facilitated the exchange of financial information with other FIUs, as well
as the sharing of assets with other governments.

A law passed in 1999 criminalized the counterfeiting of bank instruments such as certificates of deposit and
notes. In November 2000, the GOC further amended its 1996 money laundering law by eliminating the
separate list of predicate offenses. This amendment, coupled with the central bank's guidance note to
commercial banks reminding them of the importance of reporting any suspicious transaction to the FIU, may
enable the Attorney General's office to increase the number of successful prosecutions for money laundering.

The GOC in January 1997 established its FIU, the Unit for Combating Money Laundering (UCML). The 14-‐‑
member UCML is comprised of representatives from the Attorney General's Office, Customs, law enforcement,
and support staff. The UCML's statutory authority directs it to evaluate evidence generated by its member
organizations and other sources to determine if an investigation is necessary. The UCML also conducts anti-‐‑
money laundering training for Cypriot police officers, bankers, accountants, and other financial professionals.
In 2000, the UCML opened 123 cases and closed 142. The Unit issued 90 Information Disclosure Orders and
froze $3 million in assets. During 2000, recorded two convictions under the 1996 Anti-‐‑Money Laundering law,
while five cases were pending at the end of the year.

The GOC places restrictions on foreign ownership of property and transportation of currency and bullion.
Cypriot law requires that all cash entering or leaving Cyprus in the amount of US $1,000 or greater must be
declared. Declarations over US $10,000 are sent directly to the Investigations Section of Cypriot Customs. All
banks and non-‐‑bank financial institutions-‐‑insurance companies, stock exchange, cooperative banks, lawyers,
accountants and other financial intermediaries-‐‑must report suspicious transactions to UCML. Banks are
required to report cash deposits in excess of US $10,000 to the central bank. A declaration form must
accompany all foreign currency deposits. In 1998, the central bank instructed banks and financial institutions



to pay special attention to complex, unusually large transactions, and to report cumulative electronic funds
transfers that exceed of US $500,000 per month for a single customer. There are no statistics available on
compliance with these regulations.

Cyprus's offshore sector includes 29 banks, 116 financial services companies, 20 companies that manage
collective investment schemes, and 15 offshore trustee companies. The central bank has in place a strict
regulatory framework aimed at preventing abuses within the offshore sector. Offshore banks are required to
adhere to the same legal, administrative, and reporting requirements as domestic banks. The central bank
requires that prospective offshore banks face a detailed vetting procedure to ensure that only banks from
jurisdictions with proper supervision are allowed to operate in Cyprus. Offshore banks must have a physical
presence in Cyprus and can not be brass plate operations. Once an offshore bank has registered in Cyprus, it
is subject to a yearly on-‐‑site inspection by the central bank. Offshore banks in Cyprus may accept deposits and
make foreign-‐‑currency denominated loans to residents of Cyprus if the resident has obtained an exchange
control permit from the central bank.

There are approximately 47,000 international business companies (IBCs) registered in Cyprus; however, the
central bank reported in June 1999 that only 12,000-‐‑14,000 of these companies filed mandatory annual
reports. Only 1,057 have a physical presence in Cyprus. According to post reporting, Russian IBCs constitute a
"significant" share of the total number of IBCs. The names of beneficial owners of IBCs can be released to law
enforcement by court order and Cyprus does not permit bearer shares. The popularity of the offshore sector
can be explained in part by the GOC's dual-‐‑tax treaties with 26 nations, including Russia. Profits of Cypriot
offshore companies are taxed at a rate of only 4.25 percent. Moreover, there is no tax on dividends and
foreign employees are required to pay only half the normal Cypriot income tax rate. IBCs may keep freely
transferable currency accounts both abroad and in Cyprus. If an IBC is registered as an offshore partnership,
profits are not taxed.

Cyprus is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN Convention against
Transnational Organized Crime. Cyprus is a member of the Council of Europe's PC-‐‑R-‐‑EV, and is a member of
the Offshore Group of Banking Supervisors. The UCML is a member of the Egmont Group. Cyprus and the
United States have signed a Mutual Legal Assistance Treaty, but it is not yet in force. In 1997, the GOC entered
into a bilateral agreement with Belgium for the exchange of information on money laundering.

In light of the GOC's stated commitment to combat money laundering, the central bank needs to continue to
focus on meeting the increasing supervisory challenges of the offshore sector and on increasing the offshore
sector's transparency. In particular, it should ensure that the identities of beneficial owners are easily
accessible by law enforcement. In addition, the central bank should change its guidance note, which allows
banks to open accounts for all forms of trusts without identifying the beneficial owner of the trust. The GOC
should also take steps to ensure that all financial and non-‐‑financial institutions and entities report all
suspicious transactions to the FIU, and thereby overcome commercial banks' reluctance to share information
with the central bank.

(Cyprus has been divided since the Turkish military intervention of 1974, following a coup d'etat directed from
Greece. Since then, the southern part of the country has been under the control of the Government of the
Republic of Cyprus. The northern part is controlled by a Turkish Cypriot administration that in 1983
proclaimed itself the "Turkish Republic of Northern Cyprus" The US government recognizes only the
Government of the Republic of Cyprus.)

It is more difficult to evaluate anti-‐‑money laundering efforts in the "Turkish Republic of Northern Cyprus"
("TRNC") but there continues to be strong evidence of a growing trade in narcotics between the "TRNC" and
Turkey and Britain, as well as significant money laundering activities.

"TRNC" authorities have enacted a money laundering law for northern Cyprus, which went into effect in
November 1999. The main thrust of the law was to reduce the amount of cash transactions in the "TRNC" as
well as to improve the tracking of any transactions above US $10,000. The law also provides for the creation of
an experts committee to advise "TRNC" authorities on combating money laundering as well as for the seizure
of assets.

The law is an adjunct to the "TRNC's" existing Exchange Control Law of 1997, which requires banks to report
to the "Central Bank" any movement of funds in excess of $100,000. Such reports must include information
identifying the person transferring the money, the source of the money, and its destination. The law also
proscribes individuals entering or leaving the "TRNC" from transporting more than US $10,000 in currency.
Under the new law, banks, non-‐‑bank financial institutions, and foreign exchange dealers must report all
currency transactions over $20,000 and suspicious transactions in any amount. Banks must follow a know-‐‑
your-‐‑customer policy and require customer identification. Banks must also submit suspicious transactions to a
central multi-‐‑agency committee that will function as an FIU and have investigative powers.

"TRNC" officials believe that its 24 essentially unregulated casinos are the primary vehicles through which



money laundering occurs. There is also an offshore sector, consisting of 40 banks and 12 IBCs. The offshore
banks may not conduct business with "TRNC" residents and may not deal in cash. However, these banks are
not audited and their records are not publicly available. Reportedly, a new law will restrict the granting of new
bank licensees only to those banks already having licensees in an OECD country.

In spite of a growing awareness in the "TRNC" of the danger represented by money laundering, it is clear that
"TRNC" regulations are far less stringent than those in the Republic of Cyprus are. The new law of the "TRNC"
provides better banking regulations than were previously in force. The major weakness continues to be the
"TRNC's" many casinos, where a lack of resources and expertise leave that area, for all intended purposes,
unregulated, and therefore, especially vulnerable to money laundering abuse.

Czech Republic (Concern). The Czech Republic is vulnerable to money laundering because of geographic and
economic factors. Narcotics trafficking, smuggling, auto theft, arms trafficking, tax fraud, embezzlement,
racketeering, prostitution, and trafficking in illegal aliens are the major sources of funds that are laundered in
the Czech Republic. Domestic and foreign organized crime groups target Czech financial institutions for
laundering activity; banks, currency exchanges, casinos and other gaming establishments, investment
companies, and real estate agencies have all been used to launder criminal proceeds.

Money laundering was criminalized in September 1995 through the addition of Articles 251 and 251a to the
Czech Criminal Code. Although the Criminal Code does not explicitly mention money laundering, the criminal
provisions apply to financial transactions involving the proceeds of all serious crimes. The Czech Republic's
anti-‐‑money laundering legislation, Act N�61/1996 Concerning Some Measures Against Legalization of
Proceeds of Criminal Activity and Amending Legislation Thereto, became effective on July 1996.

Ministry of Finance Decree N�183 formally established the Czech Republic's financial intelligence unit, the
Financial Analysis Unit (FAU), and outlines how financial institutions are to comply with the reporting of
unusual transactions. The FAU is a member of the Egmont Group.

The Czech Parliament has failed to pass legislation that completely eliminates anonymous passbook accounts.
However, establishment of new anonymous accounts was prohibited beginning in mid-‐‑2000. Czech officials
argue that the existing accounts are of limited use for money laundering because customer identification is
required for deposits and withdrawals that exceed 100,000 Czech crowns (approximately US $2,700).

The Czech Republic participates in the Council of Europe's Select Committee of Experts on the Evaluation of
Anti-‐‑Money Laundering Measures (PC-‐‑R-‐‑EV), and in 1998, underwent a mutual evaluation by the Committee.
The Czech Republic plans to implement changes to its anti-‐‑money laundering regime based on the results of
the mutual evaluation. The United States and the Czech Republic have a Mutual Legal Assistance Treaty, which
entered into force in May 2000. The Czech Republic is a party to the 1988 UN Drug Convention, and in
December 2000, signed the UN Convention against Transnational Organized Crime.

The Czech Republic is encouraged to pass legislation to adopt the suggestions of the PC-‐‑R-‐‑EV mutual
evaluation report and to eliminate all anonymous passbook accounts.

Denmark (Other). Banking procedures in Denmark are transparent and are subject to government review,
which discourages prospective money launderers and minimizes the likelihood of improper use of the banking
system. Despite this, in response to a growing concern surrounding economic crimes in general, Denmark
created the Serious Economic Crime Unit in 2000. The unit reports to the National Police Commissioner and
consists of public prosecutors and police officers specifically trained in fighting economic crimes.

Money laundering is a criminal offense in Denmark. This applies to any type of money laundering, not just
narcotics-‐‑related. Banks and other financial institutions are required to know, record and report the identity of
customers engaging in significant transactions and maintain those records for an adequate amount of time.
There are no secrecy laws in Denmark that prevent disclosure of financial information to competent
authorities, and there are laws that protect bankers and others who cooperate with law enforcement
authorities. Denmark has cooperated fully with US authorities with regards to money laundering investigations.

Denmark has regulations in place that ensure the availability of adequate records in connection with narcotics
investigations. Denmark is a party to the 1988 UN Drug Convention and in December 2000 it signed the
United Nations Convention against Transnational Organized Crime. It participates in European Union anti-‐‑
money laundering efforts, and its financial intelligence unit (FIU) takes part in the Egmont Group of FIUs.
Denmark has endorsed the 1997 Basle Committee Core Principles for Effective Banking Supervision. Denmark
is also a member of the Financial Action Task Force (FATF).

Dominica (Primary). Like many Caribbean jurisdictions, Dominica has sought to attract offshore dollars by
offering a wide range of financial services and promises of confidentiality, low fees, and minimal government
oversight. A rapid expansion of this sector without proper supervision has made Dominica attractive to
international criminals, and has prompted public criticism from international organizations.



Dominica has greatly expanded its offshore services in the past several years, and offers offshore banks,
international business companies (IBCs), exempt insurance, and exempt trusts. The International Exempt Trust
Act 1997 allows establishment of Asset Protection Trusts that greatly restrict seizure, expropriation, or
confiscation of assets by foreign authorities. Dominica also offers Internet gaming and rapid processing of
Internet gaming license applications. IBCs can be registered on-‐‑line within 24 hours and using bearer shares,
providing complete anonymity for the beneficial owners. In 1999, Dominica's Ministry of Finance (MOF)
reported that since the establishment of its offshore sector, Dominica had incorporated 5,800 IBCs, six
offshore banks, six exempt trusts, and 20 Internet gaming companies. By December 2000, Dominica's
successful marketing of IBCs had increased the number to approximately 6,600. In addition to its marketing
duties, the MOF's International Business Unit grants licenses and supervises the offshore sector, thereby
violating the Basle Core Principles for Effective Banking Supervision.

For the past several years, as part of its offshore services, Dominica has offered economic citizenship, a
program that enables individuals to acquire Dominican citizenship, a passport, and possibly a new name in
exchange for a direct payment of US $50,000 or government bonds worth US $75,000. This process has been
loosely regulated, and Government of Dominica (GOD) officials appear not to have maintained adequate
control of the program. Between 1996 and 2000, the GOD issued approximately 500 economic citizenships.
The program has come under fire as a means for individuals from the Peoples' Republic of China (PRC) and
other foreign countries to become Dominican citizens and enter the United States via Canada without visas.
One widely reported case involved a group of 11 PRC nationals who tried to enter Canada on Dominican
passports after spending only one month in Dominica. Upon taking office in January 2000, Prime Minister (PM)
Roosevelt Douglas suspended passport sales, but in April 2000, reversed his decision. In August 2000, the
GOD claimed to have suspended the program in the face of international pressure-‐‑in particular, the
Government of Canada threatened to impose visa requirements on Dominican passport holders. The GOD
indicated that in the first quarter of 2000 it had earned approximately US $1.9 million from sales of passports.
The future of this program remains in question following the recent death of PM Douglas.

The Eastern Caribbean Central Bank (ECCB) supervises Dominica's five domestic banks, and has issued
guidance notes against money laundering. However, these guidance notes do not have the force of law. In
February 2000, the GOD announced that supervision of the offshore sector also would be transferred to the
ECCB. However, it is unclear how this supervisory arrangement will function.

In June 2000, the Financial Action Task Force (FATF) identified Dominica as noncooperative in international
efforts to combat money laundering. The FATF in its report noted:

Dominica has outdated proceeds of crime legislation, which lacks many features now expected, and very
mixed financial services legislation currently on the books. In addition, company law provisions create
additional obstacles to the identification of ownership. The offshore sector in Dominica appears to be largely
unregulated although it is understood that responsibility for its regulation is to be transferred to the Eastern
Caribbean Central Bank.

The US Department of Treasury has also issued an advisory to US financial institutions warning them to "give
enhanced scrutiny" to financial transactions involving Dominica.

In response to the FATF report, the GOD has taken a number of steps to improve its anti-‐‑money laundering
regime. In July 2000, the Finance Minister announced a comprehensive review of all offshore banks and the
establishment of an Offshore Financial Services Council (OFSC). In December 2000, the OFSC issued guidelines
for processing offshore banking licenses and administrative procedures for supervising offshore bank and
trust companies.

In January 2001, the Dominican Government brought into force new legislation to strengthen its anti-‐‑money
laundering regime: The Money Laundering (Prevention) Act of 2000, The International Business Corporation
(Amendment) Act of 2000, The International Exempt Trust (Amendment) Act of 2000, The Exempt Insurance
(Amendment) Act of 2000, and The Offshore Banking (Amendment) Act of 2000.

The Money Laundering (Prevention) Act (MLPA) of 2000 expands the predicate offenses for money laundering
beyond drug trafficking and allows regulators to inspect the financial transactions of offshore entities. The
MLPA establishes a Money Laundering Supervisory Authority (MLSA) that will issue guidelines to financial
institutions and scheduled activities under the Act. The MLPA also requires a wide range of financial
institutions-‐‑including offshore institutions-‐‑to report suspicious transactions to the MLSA, which will then send
the reports to the Financial Intelligence Unit (FIU). Moreover, the MLPA requires persons to report and cross-‐‑
border movements of currency that exceed US $10,000 to the FIU. The FIU will analyze these reports, forward
appropriate information to the Director of Public Prosecutions, and liaison with other jurisdictions on financial
crimes cases.

In addition, the other legislative changes should strengthen the GOD's regulation of its offshore sector. The
International Business Corporation (Amendment) Act of 2000 reportedly requires accountants and financial



institutions to maintain the names and addresses of the owners of bearer shares and track subsequent
transfers of ownership. The Offshore Banking (Amendment) Act of 2000 reportedly requires banks to know the
beneficial owners of all accounts.

Dominica criminalized money laundering related to drug trafficking through the Proceeds of Crime Act (POCA)
of 1993. The POCA required financial institutions to maintain records related to the opening and closing of
accounts, and of all transactions equal to or greater than Eastern Caribbean (EC) $5,000 (approximately US
$1,900) for a minimum of seven years. The POCA also authorized banks to report transactions to the police or
the Director of Public Prosecutions if the bank had reasonable grounds to suspect that the transaction was
related to an offense. The POCA, however, did not mandate suspicious transactions reporting, and its
provisions applied only to domestic institutions. The GOD has not prosecuted anyone for money laundering.

Dominica is a member of the Organization of American States Inter-‐‑American Drug Abuse Control Commission
(OAS/CICAD) Experts Group to Control Money Laundering. Dominica is also a member of the Caribbean
Financial Action Task Force (CFATF). In May 2000, a Mutual Legal Assistance Treaty with the United States
entered into force. Dominica is a party to the 1988 UN Drug Convention.

The GOD should fully implement and enforce the provisions of the MLPA and other recently enacted
legislation; provide additional resources for regulating offshore entities; and establish the FIU in order to
coordinate its own anti-‐‑money laundering efforts, as well as cooperate with foreign authorities. Such measures
will help protect Dominica's financial system from further abuse by international criminals, and help avoid
possible additional sanctions by the international community.

Dominican Republic (Primary). The Dominican Republic has financial institutions that engage in currency
transactions involving international narcotics proceeds that include significant amounts of US dollars. The
Dominican Republic is a burgeoning commercial exporter, and in 2000, remittances to the Dominican Republic
from abroad were approximately US $1.7 billion. The Dominican Republic is a transshipment point for
narcotics destined for the United States and Europe, and is vulnerable to narcotics-‐‑related money laundering.
The primary methods for moving illicit funds from the United States to the Dominican Republic include
smuggling bulk cash by couriers and wire transfer remittances. Dominican banks and casinos also are used to
launder funds. However, currency exchange houses and money remitters remain the primary mechanisms for
laundering money.

The Government of the Dominican Republic (GODR) has taken steps to address money laundering. The GODR
has enacted laws that criminalize money laundering related to narcotics trafficking, and allows preventative
seizures and criminal forfeiture of drug-‐‑related assets. The legislation also authorizes international
cooperation in forfeiture cases.

In 1996, the GODR issued Decree No. 288-‐‑96, which requires financial institutions such as banks, currency
exchange houses, casinos, and stock brokers to record currency transactions equal to or greater than the
equivalent of US $10,000 in either domestic or foreign currency. Financial institutions are required to make
this information available to law enforcement upon request. The Decree also obligates financial institutions to
identify customers and report suspicious financial transactions (STRs), and designates the Superintendency of
Banks as the recipient of STRs.

In 1997, the GODR established the Financial Analysis Unit (FAU) within the Superintendency of Banks. The FAU
analyzes and disseminates STRs to the Financial Investigative Unit (FIU) within the National Drug Control
Directorate (DNCD). The FAU has supervisory and information gathering authority over all financial institutions.
The FIU investigates narcotics-‐‑related money laundering, and has authority to compel cooperation from other
GODR agencies. In 1998, the GODR passed legislation that allows extradition of Dominican nationals on money
laundering charges.

During 2000, the GODR authorities confiscated $82,749 in US currency, $88,632 in Dominican currency,
ninety-‐‑six vehicles, and twenty residential and business properties linked to narcotics trafficking. However,
there has never been a successful money laundering prosecution. In 2000, the GODR proposed legislation that
would expand the predicate offenses for money laundering beyond drug trafficking to other serious crimes
such as arms trafficking; trafficking in humans or human organs; kidnapping; extortion; car theft; forgery of
currency, bills, or securities; illicit enrichment; embezzlement; and bribery. The legislation also would require
financial institutions to report to the FAU cash transactions that are greater than or equal to the equivalent of
US $10,000 in domestic or foreign currency. Moreover, the legislation will require individuals to declare cross-‐‑
border movements of currency that are greater than or equal to the equivalent of US $10,000 in domestic or
foreign currency. The Dominican Republic's legislature is expected to pass this legislation in early 2001.

The FAU is a member of the Egmont Group, and is authorized to exchange information with other financial
intelligence units. The GODR is an active member of the Caribbean Financial Action Task Force (CFATF), and
the Organization of American States Inter-‐‑American Commission on Drug Abuse Control (OAS/CICAD) Experts
Group to Control Money Laundering. The Dominican Republic is a party to the 1988 UN Drug Convention, and



in December 2000, signed the UN Convention against Transnational Organized Crime. The GODR cooperates
with the US Government on counternarcotics and fugitive matters.

The GODR should quickly enact its proposed anti-‐‑money laundering legislation, and continue to develop a
financial regulatory system that is consistent with international standards. Moreover, the Superintendency of
Banks and the DNCD are encouraged to improve the flow of information between their organizations.

Ecuador (Concern). Ecuador is vulnerable to money laundering because of its proximity to drug-‐‑producing
countries, its adoption of the US dollar as legal tender, and its ineffective oversight of the banking system. The
GOE has no controls on cross-‐‑border movements of currency, and regulation of currency exchange businesses
is weak. These factors most likely will make Ecuador an increasingly attractive venue for placing illicit currency
into the international financial system. Several Ecuadorian banks also maintain offshore offices. Although these
institutions have come under tighter control as a result of banking legislation passed in 1994, they continue to
be used to channel funds through Ecuador.

Narcotics-‐‑related money laundering was criminalized through the 1990 Narcotics and Psychotropic Substance
Act (No. 108). The Act requires financial institutions to report to the National Drug Council (CONSEP) large
transactions in cash or stocks. The Government of Ecuador (GOE) in 1999 implemented electronic reporting of
this information. However, a contradictory legal framework continues to place severe constraints on the
information that financial institutions can release to law enforcement. The Banking Procedures Law limits the
release of information on private bank accounts to the Superintendency of Banks, and the Criminal Defamation
Law imposes sanctions on banks and other financial institutions that provide account information to law
enforcement or advise law enforcement of suspicious transactions.

As a result of these conflicting laws, the Ecuadorian National Police (ENP) must obtain a court order to search
for and obtain financial information from banks. However, banks, as a matter of practice, do not honor such
orders, and claim that banking regulations make them answerable only to the Superintendency of Banks (SOB).
Furthermore, the SOB will not accept requests for information directly from the ENP, but instead requires the
request be handled through the CONSEP. Similarly, the ENP is not able to obtain information on private
corporations from the Superintendency of Companies or information on stock market transactions from the
Ministry of Finance. The GOE has not yet taken forceful efforts to remedy such limitations on the sharing of
information, and as a consequence, has not conducted a serious money laundering investigation in the past
five years.

The ENP has a financial investigation unit that recently received additional personnel and US-‐‑sponsored
financial investigation training. The CONSEP also has a financial unit, and the SOB is considering establishment
of one.

Ecuador is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN Convention against
Transnational Organized Crime. Ecuador is a member of the Organization of American States Inter-‐‑American
Drug Abuse Control Commission (OAS/CICAD) Experts Group to Control Money Laundering, and the South
American Financial Action Task Force (GAFISUD).

The GOE must revise its financial secrecy laws to encourage reporting by financial institutions, and eliminate
any conflicts that prevent the sharing of information between financial institutions and law enforcement.
Moreover, the GOE should take immediate steps to improve bank oversight in the wake of dollarization, and
pass legislation establishing cross-‐‑border currency reporting requirements. The GOE also is encouraged to
establish a joint financial-‐‑investigative task force in order to foster better interagency working relationships.

Egypt (Concern). Egypt is not considered a major financial center, and does not have an offshore sector.
Moreover, Egypt does not have a significant black market. Most of the illicit funds that are laundered in Egypt
are the proceeds of drug trafficking, organized crime, and terrorism. Narcotics-‐‑related money laundering
usually involves investment in real estate or business ventures. In a typical scheme, a money launderer will
invest through an intermediary, usually a relative or a trusted friend. Egyptian money launderers rarely use the
banking system because of their cultural mistrust of banks and fears that banking records-‐‑despite Egypt's
secrecy laws-‐‑could provide authorities with incriminating information.

Egypt does not have customer identification requirements or reporting requirements for financial institutions.
Presidential Decree Law No. 205 of 1990, concerning the secrecy of bank accounts, states that "all accounts,
deposits, trusts, and safes" in banks are to be "maintained secret." No access is to be allowed, or any
information to be divulged, except with the written permission of the account's owner or agent. This
prohibition remains in force after the banking relationship is terminated. The identities of account owners are
known only to bank officials; the only exception is that the Egyptian Attorney General may seek from the Cairo
Court of Appeal access to account information when there is "serious" proof that a felony or misdemeanor has
been committed. The Egyptian Anti-‐‑Narcotics General Authority (ANGA), which maintains a unit that
investigates financial crimes related to narcotics trafficking, states that bank authorities cooperate fully with
law enforcement when such a court order is obtained, and that the records are adequate for a thorough



investigation.

The Egyptian Parliament continues to consider passage of anti-‐‑money laundering legislation. However, the
specifics of this legislation are not known at this time. Absent anti-‐‑money laundering laws, prosecutors have
made use of a 1971 law, the Law of the Socialist Prosecutor, that targets individuals who have made money
through any illegal activity. The law enables prosecutors to impound for a maximum of five years cash and
property that belongs to the accused and the accused's immediate family. The highest Egyptian criminal court,
the Court of Ethics, determines whether the impounded property was obtained as a result of illegal activity and
should be forfeited. Forfeited assets go directly to the Egyptian treasury.

The United States and Egypt signed a Mutual Legal Assistance Treaty in May 1998, which is expected to enter
into force in 2001. Egypt is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN
Convention against Transnational Crime.

Egypt should move swiftly to pass, implement, and enforce comprehensive new anti-‐‑money laundering
legislation that is consistent with international standards in order to protect its growing economy from abuse
by criminals.

El Salvador (Concern). El Salvador has one of the largest banking systems in Central America; its banks
maintain important financial contacts with those of neighboring countries, Mexico, the Caribbean, and the
United States. El Salvador does not have an offshore sector. The growth of El Salvador's financial sector and the
increase in narcotics trafficking in the region continue to make it vulnerable to money laundering. In addition,
the Government of El Salvador's (GOES) decision in November 2000 to dollarize its economy-‐‑dollars will be
permitted to freely circulate beginning in January 2001-‐‑increases the risk of money laundering.

The GOES in 2000 made considerable progress in implementing its 1998 "Law Against Laundering of Money
and Assets." The Unidad de Investigaci�n Financiera (UIF), the financial investigation unit within the Attorney
General's Office, and separate anti-‐‑money laundering units within the Polic�a Nacional Civil (PNC) and the
central bank enforce the law's provisions. The legislation criminalizes money laundering related to drug
trafficking and any other criminal activity. Financial institutions such as banks, exchange companies, stock
exchanges, insurance companies, credit card companies, casinos, and real estate companies must identify
their customers, maintain records for a minimum of five years, train personnel in money and asset laundering,
and establish internal auditing procedures. Covered institutions also must report suspicious transactions and
transactions that exceed 500,000 colones (approximately US $57,000) to the UIF. Although a provision of this
law provides for asset identification and seizure, asset sharing with non-‐‑Salvadoran agencies has not yet been
approved.

In 2000, the GOES-‐‑in particular, the office of the Attorney General-‐‑worked closely with US Government
agencies such as the Department of Treasury to develop and implement the UIF. The UIF has been operational
since January 2000, and officially opened its new, modernized facilities in December 2000. The UIF currently is
comprised of six individuals-‐‑three prosecutors (fiscales), one analyst, one computer technician and one
secretary. The UIF has received approximately 100 reports of suspicious activities; opened 48 investigations
that have resulted in two asset seizure actions; and begun judicial proceedings in three cases. The GOES has
arrested several persons on charges of money laundering and counterfeiting.

The UIF has prepared draft regulations that would lower the threshold for filing currency transactions reports
to US $20,000, and is seeking ways to tighten regulation of casinos and exchange houses. The US Government
is working with the GOES to establish a Money Laundering Working Group that will improve information
sharing, and in light of the GOES' decision to dollarize, will seek to provide specialized money laundering
training to a broader spectrum of Salvadoran law enforcement and banking officials.

The UIF has applied for membership in the Egmont Group, and in January 2001, will participate in the Egmont
Group's first training course. El Salvador is party to the 1988 UN Drug Convention, and in December 2000,
signed the UN Convention against Transnational Organized Crime. El Salvador is a member of the Organization
of American States Inter-‐‑American Drug Abuse Control Commission (OAS/CICAD) Experts Group to Control
Money Laundering.

The GOES is encouraged to continue building upon the progress that it has made in implementing its anti-‐‑
money laundering measures, and demonstrate that it is a regional leader in the fight against money laundering
and financial crime. In particular, the GOES is urged to implement draft regulations that would lower the
threshold for reporting currency transactions.

Eritrea (Other). Eritrea has a poorly developed financial system; there are no reports of money laundering.
Eritrea is not a party to the 1988 UN Drug Convention.

Estonia (Other). Estonia has one of the most developed banking systems of the former Soviet Union. Estonia
permits credit institutions to participate in a variety of activities such as leasing, insurance, and securities.
Russian organized crime groups are suspected of using financial institutions in the Baltic countries to launder



money.

In 1999, Estonia implemented anti-‐‑money laundering legislation, and established the Information Bureau (IB)
and a separate police unit to fight money laundering. Estonia's legislation requires financial institutions to
report suspicious or unusual transactions to the IB. The reporting thresholds are: the equivalent of
approximately US $11,000 for non-‐‑currency transactions; and the equivalent of approximately US $5,500 for
currency transactions. However, Estonia has no formal system for ensuring that financial institutions comply
with the reporting requirements. Moreover, the IB lacks authority to compel banks to disclose additional
information.

More than 50 investigations have been opened based on reports of suspicious or unusual transactions. The
anti-‐‑money laundering police unit recently initiated its first criminal anti-‐‑money laundering case against an
employee of a credit institution who did not comply with reporting requirements. In November 2000, Estonia,
along with other Baltic countries, signed a protocol that places special emphasis on the exchange of
information related to organized crime, drug trafficking, and smuggling.

Estonia is a member of the Council of Europe (COE) Select Committee of Experts on the Evaluation of Anti-‐‑
Money Laundering Measures (PC-‐‑R-‐‑EV). A COE delegation in 2000 visited Estonia to review its anti-‐‑money
laundering regime. The IB is a member of the Egmont Group. Estonia became a party to the 1988 UN Drug
Convention in July 2000, and in December 2000, signed the UN Convention against Transnational Organized
Crime. A Mutual Legal Assistance Treaty between the United States and Estonia entered into force in October
2000.

Ethiopia (Other). Money laundering is not considered to be a problem in Ethiopia. Its underdeveloped financial
infrastructure and lack of economic development make it unlikely that it will become a financial center of any
type in the foreseeable future. The banking sector is small and has no links to the international financial
community.

Ethiopia has no anti-‐‑money laundering legislation in place. It is a party to the 1988 UN Drug Convention, and
in December 2000, signed the UN Convention against Transnational Organized crime.

Fiji (Other). There are no reports of money laundering in Fiji. Money laundering is criminalized under the
Proceeds of Crime Act, 1997. In addition, the Reserve Bank of Fiji has issued anti-‐‑money laundering guidelines
to licensed financial institutions that require them to develop programs and procedures for customer
identification, record-‐‑keeping, and the monitoring and reporting of suspicious financial transactions. These
guidelines are to come into effect 1 January 2001.

There is no formal agreement between Fiji and the United States for cooperation on law enforcement matters
or mutual legal assistance; however, Fiji has responded positively to all such requests from the United States.

Fiji is a party to the 1988 UN Drug Convention. Fiji is a member of the Asia/Pacific Group on Money
Laundering, a regional FATF-‐‑style anti-‐‑money laundering body.

Finland (Other). Finland is not a regional financial or money laundering center. However, Finnish authorities
are concerned about possible money laundering by Russian organized crime, and money laundering arising
from fraud and other economic crimes.

In 1994, Finland enacted legislation criminalizing money laundering related to narcotics trafficking and other
serious crimes. Legislation enacted in 1998 compels financial institutions and most non-‐‑bank financial
institutions-‐‑excluding accountants and lawyers-‐‑to report suspicious transactions. The number of suspicious
transactions reports (STRs) appear to be on the rise: the Finnish police in 1999 investigated 348 STRs, but
reported 255 investigations in the first six months of 2000 alone. (Final statistics for 2000 were unavailable for
inclusion in this report.) In 1999, narcotics-‐‑trafficking was the predicate offense for 13 percent of money
laundering convictions.

Finland in 1998 established a financial intelligence unit, the Money Laundering Clearing House (MLCH), to
receive STRs from financial institutions. The MLCH is a member of the Egmont Group.

Finland is a member of the Financial Action Task Force and the Council of Europe. Finland is a party to the
1988 UN Drug Convention, and in December 2000, signed the UN Convention against Transnational Organized
Crime.

France (Primary). France remains an attractive venue for money laundering because of its large economy,
strong currency, political stability, central location, and sophisticated financial system. Common methods of
laundering money in France include the use of bank deposits, foreign currency and gold bullion transactions,
corporate transactions, and purchases of real estate, hotels, and works of art. France has enacted legislation
that codifies the FATF Forty Recommendations concerning customer identification, record keeping
requirements, suspicious transaction reporting, internal anti-‐‑money laundering procedures, and training for
financial institutions.



France criminalized money laundering related to all crimes with the adoption of Act N� 93-‐‑392 of 13 May
1996, "On the Fight against Money Laundering, Drug Trafficking and International Cooperation in Respect of
Seizure and Confiscation of the Proceeds of Crime." Prior to passage of this Act, the French Penal Code and the
French Customs Code only criminalized money laundering related to narcotics trafficking and other serious
crimes. Even though Act No. 93-‐‑392 made money laundering in itself a general offense, some French courts
do not allow joint prosecution of individuals on both money laundering charges and the underlying predicate
offense because judges in those courts consider money laundering and the predicate crime to be the same
offense.

France's financial intelligence unit, the Treatment of Information and Action Against Clandestine Financial
Circuits (TRACFIN), is responsible for analyzing suspicious transaction reports (STRs) that are filed by French
financial institutions. TRACFIN is a member of the Egmont Group, and may exchange information with foreign
counterparts that observe similar rules regarding confidentiality of information. TRACFIN is establishing and
leading France's Liaison Committee against the Laundering of the Proceeds of Crime. This committee will be
comprised of representatives from reporting professions and institutions, regulators, and law enforcement
authorities. In September 2000, TRACFIN hosted a regional workshop on Money Laundering and the Euro
Changeover.

In 2000, the Government of France (GOF) proposed additional anti-‐‑money laundering measures:

* Casino directors and managers, high-‐‑value goods dealers, and eventually, gatekeepers such as accountants
and independent legal professions would have to report suspicious transactions directly to TRACFIN.

* Financial institutions would automatically report to TRACFIN certain financial transactions such as those
involving jurisdictions identified as noncooperative in the international fight against money laundering by the
Financial Action Task Force (FATF).

* Public authorities at the state and local level would be able to send money laundering related information
directly to TRACFIN.

France is a member of the FATF and the European Union, and a Cooperating and Supporting Nation to the
Caribbean Financial Action Task Force. France is a party to the 1988 UN Drug Convention, and in December
2000, signed the UN Convention against Transnational Organized Crime. France and the United States in
December 1998 signed a Mutual Legal Assistance Treaty, which is expected to enter into force in 2001.
TRACFIN has information-‐‑sharing agreements with Austria, Italy, the United States, Belgium, Monaco, Spain,
the United Kingdom, Argentina, Mexico, the Czech Republic, and Portugal.

France has established a comprehensive anti-‐‑money laundering regime. The GOF should further enhance it by
adopting pending legislation that would expand suspicious transaction reporting requirements.

Georgia (Other). Georgia is not an important regional financial center, and its economy is too small to cover
large flows of illicit foreign funds. Commercial banks are small but capable of clearing and transferring funds
electronically. Small-‐‑scale money laundering schemes involve funds generated domestically through illegal
activities, most of which are not connected with narcotics. Reportedly, some commercial banks have become
involved in laundering funds generated by the smuggling of alcohol and cigarettes, but these proceeds are
generally held in dollars outside the banking system. Although corruption is an issue in Georgia, no
government official has been publicly linked to money laundering. The National Bank of Georgia (the central
bank) plays a growing role in regulating the banking industry.

Georgia's new criminal code became effective in June 2000. Although it does not criminalize money
laundering, it does make it a crime to "transform illegal money into legal income" or to conceal the source,
location or owner of property acquired illegally. Violators are subject to imprisonment. No requirement exists
to report suspicious transactions, and there are no legal safeguards to protect banks and other financial
institutions that cooperate with law enforcement agencies. Georgian law enforcement agencies have not
investigated commercial banks or other businesses for possible involvement in money laundering. There are
no controls on the amount of money that may be brought into the country. The money-‐‑laundering controls
that do exist are not applied to non-‐‑bank financial institutions. Most financial transactions in Georgia are
conducted in cash.

USAID provides both technical assistance and training to the Georgian tax inspectorate in support of
improvements in tax policy and regulation, such as the ability to identify underreporting of income, including
questionable gains from illegal sources. The Constitutional Court, however, has declared asset forfeiture and
seizure legislation to be unconstitutional.

Georgia is a party to the UN Drug Convention, and in December 2000, signed the UN Convention against
Transnational Organized Crime.

Germany (Primary). Germany has the largest economy in Europe and a well-‐‑developed financial services



industry. Russian organized crime groups, the Italian Mafia, and Albanian and Kurdish drug trafficking groups
continue to launder money through German banks, currency exchange houses, business investments, and real
estate.

The Government of Germany (GOG) in 1992 criminalized money laundering related to drug trafficking, fraud,
forgery, and embezzlement. In November 1993, the GOG enacted the Money Laundering Act. This legislation
imposes due diligence and reporting requirements on financial institutions, such as obtaining customer
identification for transactions exceeding deutsche marks (DM) 30,000 (approximately US $14,500) that are
conducted in cash or precious metals, and maintaining records necessary to reconstruct transactions of DM
30,000 or more. In addition, German banks are legally obligated to report suspicious transactions to state
authorities. To assist in this process, the GOG established a central database to record these suspicious
transactions. The database became operational in June 2000. Each state is responsible for ensuring that
suspicious transactions reports (STRs) are entered into the database.

Since 1998, money transmitters have been required to be licensed and supervised by the Federal Banking
Supervisory Office, which has issued anti-‐‑money laundering guidelines to the industry. Germany also has a
law, which entered into force in 1998, that gives border officials the authority to compel individuals to declare
imported currency of DM 30,000 or more.

The GOG has 12 Joint Financial Investigations Groups (JFIGs), comprised of customs and police officials, that
are located in 11 cities throughout Germany. The JFIGs analyze and investigate STRs that have been filed by
German banks. The US Customs Service maintains a liaison relationship with several of these units, and
initiates joint investigations when suspicious financial transactions involving the United States are identified.
These investigations often are related to fraud rather than narcotics trafficking. Although one of the JFIGs has
participated in Egmont Group activities, the JFIGs are not considered FIUs and are not members of the Egmont
Group.

The GOG has established procedures to effectively enforce its asset seizure and forfeiture law. The number of
asset seizures and forfeitures remains low because of the high burden of proof that prosecutors must
overcome in such cases. German law requires a direct link to drug trafficking before seizures are allowed.
German authorities cooperate with US efforts to trace and seize assets to the extent that German law allows,
and the GOG investigates leads from other nations. However, German law does not allow for sharing forfeited
assets with other countries.

The GOG cooperates fully with the United States on anti-‐‑money laundering initiatives, even though it does not
have a Mutual Legal Assistance Treaty with the United States. The GOG exchanges information through
bilateral law enforcement agreements such as the Customs Mutual Assistance Agreement.

Germany is a member of the Financial Action Task Force, the European Union, and the Council of Europe.
Germany is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN Convention
against Transnational Organized Crime.

The GOG has taken an important step in developing a centralized database for recording suspicious
transactions. However, Germany is encouraged to develop a centralized reporting unit that would further
enhance the effectiveness of this system.

Ghana (Other). Ghana is not a regional financial center. However, non-‐‑bank financial institutions such as
foreign exchange bureaus are suspected of being used to launder the proceeds of drug trafficking, and the
illegal trade in diamonds and gold. In addition, donations to religious institutions allegedly have been used as
a vehicle to launder money.

Ghana has criminalized money laundering related to drug trafficking and other serious crimes. However,
financial institutions are not required to report large cash transactions. Law enforcement can compel
disclosure of bank records for drug-‐‑related offenses, and bank officials are given protection from liability
when they cooperate with law enforcement investigations. Ghana has cross-‐‑border currency reporting
requirements. Moreover, the attorney general may require disclosure of assets sent out of the country.

The Government of Ghana in 2000 made no arrests or prosecutions related to money laundering. In April
2000, the US Government organized and financed a two-‐‑week anti-‐‑money laundering seminar in Accra. The
seminar was organized in cooperation with the West African Institute for Financial and Economic Management
(WAIFEM), and bankers from Ghana and four other West African countries were in attendance.

Ghana took part in the formation of the Inter-‐‑Governmental Action Group Against Money Laundering (GIABA)
at the November 2000 meeting of the Economic Community of West African States (ECOWAS) in Dakar. Ghana
is a party to the 1988 UN Drug Convention. Ghana has bilateral agreements for the exchange of money
laundering-‐‑related information with the United Kingdom, Germany, Brazil, and Italy.

Gibraltar (Concern). Gibraltar is a largely self-‐‑governing, dependent territory of the United Kingdom, which



assumes responsibility for Gibraltar's defence and international affairs. Gibraltar's offshore sector remains
vulnerable to money laundering.

The Financial Services Commission (FSC) is responsible for regulating and supervising Gibraltar's financial
services industry. It is obliged statutorily under its founding ordinance to match UK supervisory standards.
Both onshore and offshore banks have the same legal and supervisory requirements. Gibraltar has 21 banks-‐‑
11 of which are incorporated in Gibraltar-‐‑and all except for one are subsidiaries of major international
financial institutions. The FSC also is responsible for overseeing the activities of the GOG offshore sector in the
areas of trust and company management companies, insurance companies, collective investment schemes, and
the formation of IBCs (of which there were 8300 registered by June 2000). Internet gaming is permitted by the
GOG.

The Drug Offences Ordinance (DOO) of 1995 and Criminal Justice Ordinance of 1995 criminalize money
laundering related to all crimes and mandate reporting of suspicious transactions by entities such as banks,
mutual savings companies, insurance companies, financial consultants, postal services, exchange bureaus,
attorneys, accountants, financial regulatory agencies, unions, casinos, charities, lotteries, car dealerships,
yacht brokers, company formation agents, dealers in gold bullion, charities, and political parties.

In 1996, Gibraltar established its financial intelligence unit (FIU), the Gibraltar Coordinating Centre for Criminal
Intelligence and Drugs (GCID). The GCID is comprised primarily of police and customs officers, but is
independent of law enforcement. The GCID receives, analyzes, and disseminates information on financial
disclosures filed by institutions covered by the provisions of Gibraltar's anti-‐‑money laundering legislation. The
GCID has applied to join the Egmont Group.

In 2000, the Financial Action Task Force (FATF) conducted a review of Gibraltar's anti-‐‑money laundering
regime against 25 specified criteria. Gibraltar was not identified by the FATF as a noncooperative country in
the international fight against money laundering. However, the FATF in its June report raised certain concerns
about Gibraltar's anti-‐‑money laundering regime:

Gibraltar...[has] in place a system for reporting suspicious transactions. Where the underlying criminal conduct
is drug trafficking or terrorism, the obligation to report is a direct one. Where the underlying criminal conduct
is another predicate offence, the reporting is an "indirect obligation"-‐‑failure to make a report potentially leaves
one open to a charge of money laundering; making a report is a defence against such a charge...

Gibraltar...[allows] certain intermediaries, and individuals, which are subject to the same anti-‐‑money
laundering standards and supervision as financial institutions, to introduce business to banks and financial
institutions on the basis that the introducers themselves verify the identity of the customer. In addition, the
jurisdiction allows certain institutions based in certain overseas countries, subject to equivalent anti-‐‑money
laundering systems, to introduce business, without separately verifying the identity of the client. Banks and
other financial institutions in Gibraltar...are only required to know the name of the client but not to verify the
identity separately. There is concern as to whether such a system is consistent with FATF Recommendations
and provides sufficiently rigorous checks on the identity of clients of banks and financial institutions,
especially in cases where the introducer is not a financial institution...

The lack of a stringent scheme to apply the new rules of customer identification for accounts opened prior to
their entry into force is also a source of concern. The new rules for customer identification verification were
introduced in Gibraltar in 1995...

In response to the issues raised by the FATF in its June 2000 report, the GOG issued revised Guidance Notes
pertaining to eligible introducers and anti-‐‑money laundering.

The Mutual Legal Assistance Treaty between the United States and the United Kingdom has not been extended
to Gibraltar. However, the DOO of 1995 provides for mutual legal assistance with foreign jurisdictions on
matters related to drug trafficking and related proceeds. Gibraltar has indicated its commitment, as part of the
EU decision on its participation in certain parts of the Schengen acquis, to update mutual legal assistance
arrangements with the EU and Council of Europe partners. Gibraltar has adopted EU Money Laundering
Directive 91/308. The United Kingdom has not extended the application of the 1988 UN Drug Convention.
Gibraltar is a member of the Offshore Group of Banking Supervisors.

The GOG took an important step in developing a centralized database for recording STRs. However, the GOG
should develop a centralized reporting unit to further enhance the efficiency and effectiveness of their system.
The GOG is urged to fully address the issues raised by the FATF in the June 2000 report.

Greece (Primary). The economy of Greece is vulnerable to money laundering related to drug trafficking,
prostitution, arms smuggling, blackmail, and illicit gambling activities that are conducted by Russian and
Albanian criminal groups. There have been reports in the Greek press of substantial money-‐‑laundering activity
in Greece. Casinos are particularly susceptible to money laundering because of weak requirements for
disclosing sources of foreign capital. Greece has five private and two state-‐‑owned casinos. Moreover, Greek



authorities report that the cross-‐‑border movement of illicit currency and monetary instruments remains a
problem.

In 1995, the Government of Greece (GOG) enacted anti-‐‑money laundering legislation, Prevention and
Combating the Legalization of Income Derived from Criminal Activities, which criminalizes money laundering
related to all crimes. The Bank of Greece is authorized to cooperate fully with EU central banks in matters
relating to money laundering. The legislation also requires that banks and non-‐‑bank financial institutions file
suspicious transaction reports (STRs) with Greece's financial intelligence unit, the Competent Committee (CC).
The CC is a member of the Egmont Group, and is chaired by a senior judge with representatives from various
government ministries, the central bank, and the stock exchange. STRs that merit further investigation are
forwarded to the Financial Crimes Enforcement Unit (SDOE), a multi-‐‑agency group that functions as the CC's
investigative arm. The CC is responsible for preparing money-‐‑laundering cases on behalf of the public
prosecutor's office. The CC works with Interpol on investigations outside Greece. Greek law enforcement
reportedly is investigating several money laundering cases. However, few of the cases have reached the public
prosecutor's office.

Banks and brokerage firms must require identification from customers-‐‑internal identification documents or
passports-‐‑when opening accounts or conducting transactions that exceed EUR 15,000 (approximately US
$16,000). Greek citizens must provide a tax registration number in order to conduct exchanges of foreign
currency that are equal to or greater than EUR 1,000 (approximately US $950), and proof of compliance with
tax laws in order to conduct exchanges of foreign currency that are equal to or greater than EUR 10,000 (US
$9,400).

Greece is a member of the Financial Action Task Force (FATF), the European Union, and the Council of Europe.
Greece is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN Convention against
Transnational Organized Crime.

The GOG should extend and implement suspicious transaction reporting requirements for gaming and stock
market transactions, and is urged to adopt more rigorous standards for casino ownership or investments.

Grenada (Primary). Money laundering and other financial crimes are concerns in Grenada because of the
Government of Grenada's (GOG's) rapid and relatively unsupervised venture into providing offshore services.
Although the GOG has taken some legislative steps toward building a comprehensive anti-‐‑money laundering
regime, the measures thus far have proved inadequate as evidenced by the scandal surrounding the collapse in
2000 of the First International Bank of Grenada, a licensed offshore bank.

Like many other Caribbean jurisdictions, the GOG has tried to raise revenue by luring offshore dollars through
promises of low fees, banking and corporate secrecy, and minimal supervision. Since 1996, the GOG has raised
approximately US $6 million through its offshore sector. In 1996, the GOG enacted the Offshore Banking Act,
the Offshore Insurance Act, and the Company Management Act. The Minister of Finance reviews applications
and issues licenses for offshore banks. Grenada amended its International Companies Act in 1996 to permit
issuance of bearer shares. Through the International Trust Act 1996, Grenada allows formation of asset
protection trusts, which hinder seizure of assets by foreign authorities. Grenada's International Betting Act
1998 provides for licensing of international gaming companies. As of 1999, the GOG had granted licenses for
16 offshore banks and six Internet gaming companies. Press reports indicate that approximately 2,200
International Business Companies (IBCs) have been formed in Grenada.

The Grenada Citizenship Amendment Act of 1997 enables foreign nationals to purchase citizenship for a
family of five for approximately US $40,000. The Act does not impose a residency requirement. Moreover, new
citizens can legally change their names, which increases the possibility that international criminals will take
advantage of the program. Grenada has issued approximately 300 economic citizenships, and claims that
proper background checks are made.

The GOG has enacted some anti-‐‑money laundering legislation and regulations for its offshore sector. The
Proceeds of Crime Act 1992 criminalizes drug-‐‑related money laundering and establishes asset forfeiture
provisions. However, no prosecutions have taken place under this Act. The Money Laundering Prevention Act
(MLPA) of 1999, which came into force in 2000, additionally criminalizes money laundering related to any
other crime that, had it been committed in Grenada, would have been punishable by at least five years in
prison. Violators face maximum fines of US $1 million and prison sentences not to exceed 27 years.
Individuals who "tip off" or aid and abet money launderers may be punished by a maximum fine of US
$500,000 and five years in prison.

The MLPA imposes reporting responsibilities on financial institutions such as onshore and offshore banks,
money transmitters and exchanges, issuers of credit cards and traveler's checks, insurance businesses and
trust businesses. The MLPA established the Supervisory Authority (SA) to supervise financial institutions'
compliance with the Act. Covered institutions must identify customers; maintain transaction records for a
minimum of seven years; permit on-‐‑site inspections; report transactions to the SA if money laundering is



suspected; and comply with regulations issued by the SA. The SA may forward information received from
financial institutions to the Director of Public Prosecutions if there are reasonable grounds to suspect money
laundering. Individuals leaving Grenada with more that EC $100,000 (approximately US $37,000) in currency
must file a declaration form with the SA. The SA has the authority to establish training requirements and
guidelines for financial institutions, and disseminate information internationally. The Ministry of Finance has
the authority to issue a code of practice that would help covered institutions comply with provisions of the
MLPA. Other provisions of the MLPA exempt good faith compliance with the Act from criminal or civil liability,
and override bank secrecy in money laundering investigations. The GOG has not yet implemented certain
provisions of the MLPA, including establishment of the SA and issuance of guidelines and a code of practice.

The GOG in 2000 restructured the Offshore Services Registry to create a semi-‐‑autonomous Financial Services
Authority (FSA) with a staff of 13 personnel, including clerical and administrative personnel, to monitor and
regulate the offshore sector. The FSA also is responsible for "promoting" Grenada's sector.

The GOG's anti-‐‑money laundering measures have thus far proven inadequate, as evidenced by the apparent
fraudulent operation and ultimate collapse of the offshore First International Bank of Grenada (FIBG). The FIBG
was founded in 1998 by US citizen Van A. Brink, who had declared bankruptcy in the United States, changed
his name, and purchased a Grenadian passport. The FIBG lured investors with promises of 250 percent returns.
Investigators allege Brink used new depositors' money to pay previous investors the impossibly high rate of
return. In its first year, the bank claimed to have acquired assets of approximately US $26 billion.

In March 1999, an independent auditor of the FIBG warned the GOG of serious irregularities such as a lack of
real assets and Brink's obstruction of the audit. Brink subsequently moved to Uganda and began to conduct
business with rebel leaders in Congo. In January 2000, the FIBG hosted a conference of 60 Congolese rebel
leaders and signed a deal promising them millions in aid.

In August 2000, the GOG stepped in to take control of the bank. Auditors claim that millions of dollars were
transferred to international accounts belonging to officers of the bank, including Van Brink in Uganda. Later
that month, local police arrested and charged two bank officers with fraud, attempting to defraud, and aiding
and abetting. In October, the GOG reinstated FIBG as the First International Bank of Grenada 2000 on the
condition that it would be properly supervised and reimburse depositors. The bank reportedly owes its
approximately 6,000 depositors nearly US $150 million.

In the wake of international criticism surrounding the failure of FIBG, and at the time several other eastern
Caribbean nations were determined by the FATF to be non-‐‑cooperative in international efforts to combat
money laundering, the GOG initiated efforts to overhaul offshore legislation and regulations. In September
2000, the GOG named a new chairman for the FSA, sought international assistance, and announced plans to
create a new financial crimes unit (FCU) within its police force. The FCU has not yet been established.

Since 2000, the GOG has had in force mutual legal assistance and extradition treaties with the United States.
Grenada is a member of the Caribbean Financial Action Task Force (CFATF), and in November 1999, underwent
a CFATF mutual evaluation. Grenada is a member of the Organization of American States Inter-‐‑American Drug
Abuse Control Commission (OAS/CICAD) Experts Group to Control Money Laundering, and is a party to the
1988 UN Drug Convention.

The GOG is urged to implement more stringent oversight of the offshore sector, in particular the economic
citizenship program, and bring all provisions of the MLPA into full force. The GOG also should establish, fully
staff, train, and fund the SA to operate as a financial intelligence unit. In addition, supervision should be
strengthened by removing the marketing function from the FSA. Such measures will enable the GOG to better
detect and investigate financial crime locally and cooperate with international law enforcement to prevent
additional abuse of its financial sector by international criminals and fraud schemes.

Guatemala (Concern). Guatemala's geographic location and absence of comprehensive anti-‐‑money laundering
legislation continues to make it vulnerable drug money laundering. Moreover, money laundering related to
kidnapping, tax evasion, vehicle theft, and corruption is believed to be on the rise. Real estate transactions and
the financing of large commercial development projects are particularly vulnerable to money laundering.
Guatemala does not have an offshore sector. Ineffectiveness, intimidation, and corruption within Guatemala's
judiciary and law enforcement agencies continue to be serious problems and hinder the government of
Guatemala's (GOG) ability to control money laundering.

In January 2001, the GOG published legislation, the Law for the Free Use of Currency, which allows foreign
currency such as the US dollar to become legal tender in Guatemala. Free circulation of the dollar will make
Guatemala's financial institutions even more vulnerable to the placement of drug-‐‑derived currency.

The GOG in November 2000 ratified the Central American Convention for the Prevention of Money Laundering
and Related Crimes. However, the GOG needs to strengthen its anti-‐‑money laundering legislation in order to
implement its obligations under the Convention. Article 45 of Guatemala's 1992 Narcotics Law makes it illegal
to participate in any transaction known to involve the proceeds of drug trafficking. The GOG also has issued



regulations that require banks to record certain information regarding the origin of currency transactions that
exceed US $5,000. The GOG has not made serious efforts to enact more stringent anti-‐‑money laundering
controls because of the banking sector's resistance. Guatemala has strict bank secrecy laws, and its corporate
code also offers considerable secrecy to the owners of corporations.

In 1999, the Secretariat for the Commission Against Addictions and Illicit Drug Trafficking (SECCATID) drafted
legislation that would require reporting of suspicious or unusual financial transactions and declaration of
cross-‐‑border currency movements; prohibit the use of anonymous bank accounts; and create a Financial
Investigative Department (FID) that would investigate money laundering cases. The legislation has not yet been
passed.

In April 2000, the GOG's Public Ministry, with US Government assistance, opened a new anti-‐‑corruption
prosecutor's office. The office to date has initiated approximately 1,000 cases against government officials.

Guatemala is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN Convention
against Transnational Organized Crime. Guatemala is a member of the Organization of American States Inter-‐‑
American Drug Abuse Control Commission (OAS/CICAD) Experts Group to Control Money Laundering.

The GOG must adopt comprehensive anti-‐‑money laundering legislation that meets international standards,
implement such legislation, and develop effective enforcement mechanisms so that it can protect its economy
and financial system from financial crimes.

Guernsey (Primary). The Bailiwick of Guernsey (BOG) covers a number of the Channel Islands (Guernsey,
Herm, Alderney, and Sark being the largest). Guernsey is a Crown Dependency of the United Kingdom. Its
sophisticated offshore center continues to be vulnerable to money laundering, particularly at the layering and
integration stages.

The Financial Services Commission (FSC) is responsible for regulating the BOG's offshore industry. The FSC
conducts on-‐‑site visits and analyzes assessments by auditors. There are approximately 79 offshore banks that
offer deposit taking and custodial, trust, company, and fiduciary services. The BOG also has 413 registered
offshore insurance companies, approximately 15,450 IBCs, and 15 bureaux de change.

In January 2000, the Proceeds of Crime Law and Regulations 1999 (All-‐‑Crimes Legislation) came into force,
along with the corresponding regulations, the Criminal Justice (Proceeds of Crime) (Bailiwick of Guernsey)
Regulations 1999. The legislation extends predicate offenses for money laundering to all serious crimes and
creates a system for reporting suspicious transactions. Suspicious transactions reports are filed with the Joint
Police and Customs Financial Investigation Unit (JPCFIU). The JPCFIU is a member of the Egmont Group.

In 2000, the Financial Action Task Force (FATF) conducted a review of Guernsey's anti-‐‑money laundering
regime against 25 specified criteria. Guernsey was not identified by the FATF as a noncooperative country in
the international fight against money laundering. However, the FATF in its June report noted the following
about Guernsey's anti-‐‑money laundering regime:

...Guernsey...[has] in place a system for reporting suspicious transactions. Where the underlying criminal
conduct is drug trafficking or terrorism, the obligation to report is a direct one. Where the underlying criminal
conduct is another predicate offence, the reporting is an "indirect obligation"-‐‑failure to make a report
potentially leaves one open to a charge of money laundering; making a report is a defence against such a
charge....

...Guernsey...[allows] certain intermediaries, and individuals, which are subject to the same anti-‐‑money
laundering standards and supervision as financial institutions, to introduce business to banks and financial
institutions on the basis that the introducers themselves verify the identity of the customer. In addition, the
jurisdiction allows certain institutions based in certain overseas countries, subject to equivalent anti-‐‑money
laundering systems, to introduce business, without separately verifying the identity of the client. Banks and
other financial institutions in ...Guernsey...are only required to know the name of the client but not to verify
the identity separately. There is concern as to whether such a system is consistent with FATF
Recommendations and provides sufficiently rigorous checks on the identity of clients of banks and financial
institutions, especially in cases where the introducer is not a financial institution.

The lack of a stringent scheme to apply the new rules of customer identification for accounts opened prior to
their entry into force is also a source of concern. The new rules for customer identification verification were
introduced in...Guernsey in 1999....

Proposed drug trafficking legislation would consolidate legislation passed in 1988 and 1992, and also would
include a new offense of acquiring, possessing, or using the proceeds of drug trafficking. Moreover, this
legislation would introduce an offense of failing to disclose the knowledge or suspicion of drug money
laundering. Passage of this legislation reportedly would be an important step towards putting the UK in a
position to extend the application of the 1988 UN Drug Convention to the BOG.



The BOG also is considering legislation that would regulate bureaux de change and cheque cashers to ensure
that these entities are formally identified and comply with BOG Guidance Notes.

The BOG cooperates with international law enforcement on money laundering cases. The BOG is a member of
the Offshore Group of Bank Supervisors.

The BOG has made strides toward developing a comprehensive anti-‐‑money laundering regime. The BOG
should further strengthen its anti-‐‑money laundering program by approving and implementing pending
legislation that would consolidate the drug trafficking law, regulate bureaux de change and cheque cashers,
and expand regulation of trust companies.

Guyana (other). Guyana is not an important regional financial and offshore banking is not permitted.
Nevertheless, there is concern that both narcotics and non-‐‑narcotics related money laundering takes place. A
largely unregulated banking sector, several independent currency exchanges and growing illicit trade in licit
goods (particularly gold and diamonds) facilitate money laundering activities.

Guyanese law requires that funds over US $10,000 imported into or exported out of Guyana be reported, but
mechanisms have not yet been put into place to facilitate such reporting. The Financial Institutions Act of
March 1995 designated the Bank of Guyana, the central bank, as the sole financial regulator and extended the
coverage of legislation, regulations and penalties to all deposit-‐‑taking institutions. However, there are no laws
in force at this time that require financial institutions to know, record, or report the identities of customers
engaging in large currency transactions, suspicious transactions or to maintain transaction records.

Although a money laundering prevention bill was passed by the Guyanese National Assembly in February 2000,
the legislation is not yet in force. The new law will criminalize money laundering related to narcotics and other
serious crimes and will allow for the expansion of predicate offenses. The legislation also will establish
requirements for reporting suspicious transactions by banks and non-‐‑bank financial institutions, and cross-‐‑
border currency transactions. Moreover, other provisions of the legislation will require confidentiality in the
reporting process, provide for good faith reporting, and contain provisions for asset forfeiture, international
cooperation, and extradition for money laundering. The legislation authorizes creation of a supervisory
authority to receive financial disclosure information and supervise financial institutions' activities to prevent
and detect money laundering. However, the legislation appears to fall short of Financial Action Task Force
(FATF) Forty Recommendations and the revised Organization of American States (OAS) Model Regulations on
Money Laundering.

Guyana is a member of the Organization of American States Inter-‐‑American Drug Abuse Control Commission
(OAS/CICAD) Experts Group to Control Money Laundering. Guyana has not joined the Caribbean Financial
Action Task Force (CFATF) by signing the CFATF Memorandum of Understanding. It would benefit by doing so
and by actively participating in CFATF activities, including undergoing a mutual evaluation.

Guyana is a party to the 1988 UN Drug Convention

Haiti (Concern). Haiti is vulnerable to money laundering because of a dramatic rise in drug trafficking, official
corruption, and ineffective bank supervision. Drug traffickers use Haiti as a transit country for moving bulk
currency. Moreover, criminals launder funds through Haiti's exchange houses, and via wire transfers through
banks and money remitters.

In August 2000, the Central Bank of Haiti (BRH) issued Circular 95, which requires banks, exchange brokers,
and transfer bureaus to obtain declarations identifying the source of funds for transactions exceeding 200,000
gourdes (approximately US $ 9,600) or the equivalent in foreign currency. Covered entities must report to the
competent authorities such transactions on a quarterly basis. Failure to comply can result in fines of 100,000
gourdes (approximately US $4,800). The BRH also can revoke the license of banks that fail to comply. The
Ministry of Justice reported in August 2000 that it had created a body to receive and analyze financial
disclosures. However, no additional details were provided. Several Haitian banks have organized anti-‐‑money
laundering seminars to increase awareness.

In January 2001, Haiti reportedly passed anti-‐‑money laundering legislation. However, at this time, the specifics
of the legislation have not been provided.

Haiti is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN Convention against
Transnational Organized Crime. Haiti is a member of the Organization of American States Inter-‐‑American Drug
Abuse Control Commission (OAS/CICAD) Experts Group to Control Money Laundering. The GOH in September
2000 began the process of applying for membership in the Caribbean Financial Action Task Force (CFATF). In
December 2000, a CFATF team traveled to Haiti for a preliminary visit and evaluation.

The new GOH, which will be seated in February 2001, should build upon previous efforts and ensure that it
enacts and fully enforces anti-‐‑money laundering legislation that meets international standards such as
criminalizing the laundering of proceeds related to all serious crimes, including corruption, and requiring



suspicious transactions and cross-‐‑border currency reporting. The GOH also is urged to establish, train, and
adequately fund and staff a financial intelligence unit that would coordinate the GOH's anti-‐‑money laundering
efforts and work with foreign governments to help protect the Haitian economy from criminal abuse. Moreover,
the GOH is urged to continue its efforts to join and work more closely with the CFATF, which will help provide
additional regional guidance, support, and coordination in the fight against money laundering.

Honduras (Concern). Honduras is not a major regional financial center, and does not offer offshore financial
services. However, Honduras is vulnerable to drug money laundering because of increased drug-‐‑trafficking
activity throughout the region. The illicit proceeds of auto theft, kidnappings, bank fraud, alien smuggling, and
corruption also are believed to be laundered in Honduras. Money launderers use Honduran banks, casinos,
exchange firms, and front companies.

Honduras's anti-‐‑money laundering regime is inadequate, and there have been no successful money laundering
prosecutions under its present legislation. Law No. 27-‐‑98 of December 1997 criminalized narcotics-‐‑related
money laundering, and requires banks and non-‐‑bank financial institutions to report suspicious financial
transactions (STRs) to the National Banking and Insurance Commission (NBIC). The NBIC analyzes STRs and
forwards those that it suspects are linked to narcotics trafficking to the Public Ministry. Even though financial
institutions and their employees are protected from civil and criminal liability when filing STRs, compliance
remains low. In 2000, a joint commission of the Public Ministry, NBIC, and other Government of Honduras
(GOH) institutions drafted new legislation that would expand predicate crimes for money laundering to include
all criminal activity, and promote more effective investigation of STRs. The National Congress has not yet
approved this legislation.

Corruption is a serious impediment to implementing more effective anti-‐‑money laundering controls in
Honduras. The Ministry of Security has proposed a series of measures that would target corruption in the
judiciary and law enforcement, but the National Congress has yet to enact these measures.

Honduras is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN Convention
against Transnational Organized Crime. Honduras is a member of the Organization of American States Inter-‐‑
American Drug Abuse Control Commission (OAS/CICAD) Experts Group to Control Money Laundering.
Honduras cooperates with the US Government in narcotics-‐‑related investigations.

Honduras is urged to pass comprehensive anti-‐‑money legislation that would expand the predicate crimes for
money laundering to include all serious crimes.

Hong Kong (Primary). Hong Kong is an important international financial center and is vulnerable to money
laundering through its traditional banking, remittance, and money transfer networks, as well as through the
offshore financial services it offers and its extensive underground banking system. Narcotics trafficking, fraud,
illegal gambling and bookmaking, alien smuggling, and tax evasion generate much of the illicit proceeds that
are laundered in Hong Kong. Hong Kong has developed a strong anti-‐‑money laundering regime and is a
regional leader in the area of financial regulation and supervision.

Hong Kong's banking system is a three-‐‑tier system of deposit-‐‑taking institutions: licensed banks, restricted
license banks, and deposit-‐‑taking companies. As of October 2000, the Hong Kong Monetary Authority (HKMA)
regulated 267 financial institutions. The Insurance Authority and the Securities and Futures Commission
regulate the insurance and securities industries, respectively. All three groups impose licensing requirements
and conduct background checks on applicants.

Hong Kong's offshore services include exempt companies in the form of registered, private, limited companies
(PLCs). These companies can be formed using nominee shareholders and directors, but cannot issue bearer
shares. Hong Kong allows public access to registers of corporate directors, managers, and members, but does
not require disclosure of beneficial owners of the more than 470,000 such companies. PLCs generally are not
taxed or required to file tax returns because Hong Kong taxes only income earned in Hong Kong. The HKMA
requires authorized financial institutions to obtain written statements from company formation agents
certifying that they have recorded and retained information that identifies the source of funds.

In 1989, Hong Kong criminalized money laundering related to drug trafficking through the Drug Trafficking
(Recovery of Proceeds) Ordinance (DTROP), and in 1994, criminalized money laundering related to indictable
offenses through the Organized and Serious Crime Ordinance (OSCO). In 1995, the GOHK passed amendments
to the OSCO and the DTRPO that require banks, non-‐‑bank financial institutions, and financial intermediaries,
such as lawyers and accountants, to file suspicious transactions reports (STRs). New legislation came into force
in 2000 that requires remittance and money transfers agents to maintain records and identify customers for
cash transactions equal to or greater than US $2,500.

Hong Kong also has implemented regulations that require financial institutions to record the identities of
customers, or the identities of the customers' legal nominee, and to release this information to authorities
upon request. Financial institutions are required to maintain these records for a minimum of five to seven
years and to report suspicious transactions to the Joint Financial Intelligence Unit (JFIU) for review and possible



investigation. The JFIU is a member of the Egmont Group and is able to share information with its international
counterparts. Hong Kong law provides that the filing of an STR shall not be regarded as a breach of restrictions
imposed by contract or law on the disclosure of information. The JFIU provides periodic feedback to financial
institutions on STRs that they have filed and also makes available to financial institutions trend reports and
sanitized case histories.

In the first ten months of 2000, the banking sector filed 4,969 suspicious transactions reports, the securities
sector filed 24, and the insurance sector filed 11. Through November 2000, Hong Kong had prosecuted 13
money-‐‑laundering cases. Hong Kong reports that it has not detected an increase in financial crimes over the
past year and has found no indications of narcotics proceeds funding smuggling activities.

In November 2000, Hong Kong reintroduced to the legislature amendments to the DTROP and the OSCO that
would reduce the threshold for filing STRs. Under current law, financial institutions must file an STR if there are
reasonable grounds to believe that money laundering is taking place. The proposed amendment to the DTROP,
however, would require banks to file an STR when there are reasonable grounds to suspect money laundering.
The amendment also would increase the maximum penalties for money laundering from 14 to 20 years in
prison and for failure to report suspicious transaction from 3 to 12 months in prison. Bankers and accountants
have expressed some reservations about this legislation, but its prospects for passage without major change
reportedly are good.

Hong Kong is a party to the 1988 UN Drug Convention. It is a member of the Asia/Pacific Group against Money
Laundering (APG) and the FATF. Honk Kong will assume the FATF's presidency in 2001. Hong Kong also is a
member of the Offshore Group of Banking Supervisors. In January 2000, Hong Kong's treaty on mutual legal
assistance with the United States came into force. Hong Kong has signed similar agreements with Australia,
France, United Kingdom, New Zealand, Italy, the Republic of Korea, and Switzerland. Hong Kong has initialed
agreements on mutual legal assistance with Portugal, Canada, the Philippines, Israel, and India that will provide
for the exchange of information for all serious crimes, including money laundering.

Hong Kong could further strengthen its anti-‐‑money-‐‑laundering regime by requiring financial institutions to
report transactions that exceed specified large amounts and by putting into place measures that would help
prevent structuring of deposits. Hong Kong also should establish cross-‐‑border currency reporting
requirements and encourage increased suspicious transaction reporting in the securities and futures industry.
Moreover, Hong Kong should tighten offshore company registration procedures to discourage formation of
shell companies.

Hungary (Primary). Hungary is vulnerable to money laundering because of its strategic location, modern
financial services industry, and the presence of organized criminal groups in the country. In particular,
organized crime groups from the former Soviet Union and Eastern Europe have established a strong presence
in Hungary and use Hungarian financial institutions such as banks, casinos, and currency exchange businesses
to launder their illicit proceeds. Hungarian banks may be particularly vulnerable to money laundering because
of their issuance of anonymous bearer passbook accounts. These passbooks can be used to make cash
deposits and withdrawals that do not exceed 200,000 Hungarian forints (approximately US $700). All currency
transactions that exceed two million forints require some form of customer identification. Narcotics trafficking,
smuggling, arms trafficking, auto theft, tax evasion, financial fraud, bribery, alien smuggling, and racketeering
are the major sources of criminal proceeds laundered in Hungary.

In 1994, the Government of Hungary (GOH) criminalized money laundering related to all crimes through an
amendment to Section 303 "Money Laundering" of the 1978 Hungarian Criminal Code. Other money laundering
legislation became effective at the same time, notably Act XXIV of 1994 on the Prevention and Impeding of
Money Laundering. Hungarian financial institutions such as banks, insurance companies, securities
brokers/dealers, investment fund management companies, currency exchange houses, and casinos are
required to file suspicious transaction reports (STRs). Real estate agencies are not subject to STR reporting
requirements, but have been used to launder money. The GOH limits the import and export of the forint to
200,000 forints (approximately US $700). There are no limitations on the amount of foreign currency that can
be imported; however, amounts exceeding 50,000 forints (approximately US $170) must be declared. Exports
of foreign currency cannot exceed the amount of currency that was brought into the country.

Hungary's legislature in May 2000 began consideration of a proposal that would require executives, attorneys,
and accountants of insurance companies to file STRs.

Hungary's financial intelligence unit is the Anti-‐‑Money Laundering Section (AMLS) of Hungary's National Police.
The AMLS receives STRs from financial institutions, and is a member of the Egmont Group. Hungary in 2000
established a criminal investigation bureau within the Tax and Financial Inspection Service to investigate tax
evasion and money laundering.

Hungary has recently entered the offshore financial services market and has licensed 300 international
business companies (IBCs). It does not provide offshore banking.



Hungary has a Mutual Legal Assistance Treaty with the United States. Hungary also has information sharing
agreements with Austria, Slovakia, and Cyprus for the exchange of information related to money laundering. In
January 2000, Hungary and the United States signed a non-‐‑binding information-‐‑sharing agreement that
enables US and Hungarian law enforcement to work together more closely on organized crime and related
illicit transnational activities. Hungary has signed similar cooperation agreements with 22 other countries. In
May 2000, Hungary and the US Federal Bureau of Investigation established a joint task force to combat Russian
organized crime groups.

Hungary is a member of the Council of Europe's (COE) Select Committee of Experts on the Evaluation of Anti-‐‑
Money Laundering Measures (PC-‐‑R-‐‑EV), and underwent a mutual evaluation by this group that was published
in June 1999. Hungary is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN
Convention against Transnational Organized Crime.

The Government of Hungary (GOH) has initiated only four major money laundering investigations in the last
several years, and has not yet had a successful prosecution. The GOH is urged to remove any legal and
institutional impediments that prevent it from bringing money-‐‑laundering investigations to a successful
conclusion. Moreover, the GOH should approve and fully implement legislation that requires executives,
attorneys, and accountants of insurance companies to file STRs. The GOH also should eliminate anonymous
bearer passbooks. However, none of these measures will be effective until the GOH devotes more resources to
investigate money-‐‑laundering allegations and to tighten oversight of organizations that are required to file
STRs.

India (Primary). Money laundering is a growing concern in India because of its large population and
emergence as a regional financial center. The hawala (or hundi) alternative remittance system reportedly is
used by criminals to launder money generated from drug trafficking, alien smuggling, corruption, and financial
fraud.

The Narcotic Drugs and Psychotropic Substances Act (NDPSA) of 1985, amended in 1988, calls for the tracing
and forfeiture of assets that have been acquired through narcotics trafficking, and prohibits attempts to
transfer and conceal those assets. This legislation seems to have the effect of criminalizing drug money
laundering. The Code of Criminal Procedure, 1973, Chapter XXXIV (sections 451-‐‑459) establishes India's basic
framework for confiscating the proceeds of crime. The Criminal Law Amendment Ordinance (CLAO) of 1944
allows for the attachment and forfeiture of money or property obtained through bribery, corruption, criminal
breach of trust, or theft, and of assets that are disproportionate to an individual's known sources of income.

The Indian Parliament continues to consider draft legislation that would explicitly criminalize money
laundering, impose reporting requirements on financial institutions and intermediaries, and provide for seizure
and confiscation of assets related to the proceeds of crime. The bill was referred to a select committee of the
upper house of India's parliament, which has made certain recommendations. These are currently under review
by the executive branch.

The GOI does not have a financial intelligence unit (FIU); and legislation currently before the parliament does
not call for the establishment of an FIU. The Central Economic Intelligence Unit (CEIB) is the Government of
India's (GOI) lead organization for fighting financial crime. Other organizations such as the Directorate of
Revenue Intelligence, Customs and Excise, and the Reserve Bank of India also play a role in the enforcement of
India's anti-‐‑money laundering laws.

India is a party to the UN 1988 Drug Convention, and is a member of the Asia/Pacific Group on Money
Laundering.

The GOI should adopt comprehensive anti-‐‑money laundering legislation, and create an FIU that would analyze
suspicious transactions reports and cooperate with FIUs from other countries.

Indonesia (Primary). Indonesia's strategic geographic location, strict bank secrecy, and inadequate legislation
against money laundering and corruption have made its economy vulnerable to money laundering. Indonesia is
not an offshore center. Most money laundering in Indonesia is believed to be related to domestic narcotics
trafficking, fraud, and corruption. In recent years, several Indonesian banks have become the targets of fraud
schemes and corruption that may have been prevented if adequate safeguards had been in place, indicating
that the country's financial regulatory system also is inadequate.

In July 2000, Indonesian police officials at a cyber crime conference described recent cases that have involved
credit card fraud, computer hacking, and other financial crimes. Despite their ongoing efforts, the Indonesian
National Police still lack the appropriate resources, training, and expertise to mount complex investigations. In
August 2000, the US Government provided anti-‐‑money laundering training to representatives of Indonesian
law enforcement.

Draft legislation that is the subject of discussion between the administration and parliament, the Eradication of
Criminal Acts of Money Laundering (ECAML), would criminalize money laundering and establish suspicious



transactions reporting for financial institutions, currency transactions reporting, and cross-‐‑border currency
reporting. ECAML also would establish the Commission for the Eradication of Criminal Acts of Money
Laundering (CECAML). CECAML would receive and analyze currency and suspicious transactions reports, and
offer assistance in criminal money laundering investigations.

Indonesia is a member of Asia Pacific Economic Cooperation (APEC), and the Asia/Pacific Group on Money
Laundering (APG). Indonesia is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN
Convention against Transnational Organized Crime.

The lack of an adequate anti-‐‑money laundering and enforcement regime will continue to put Indonesia's
financial system at risk to financial crime. Indonesia should pass comprehensive anti-‐‑money laundering
legislation and enact bank supervisory practices that are consistent with accepted international standards. In
addition, the GOI should investigate the use of non-‐‑bank facilities that are frequently used to launder money.

Iran (Other). Iran is not a regional financial center. Iranian law enforcement officials reportedly carry out
financial investigations in the context of drug crimes. Iran does not have legislation that criminalizes money
laundering.

Iran's real estate market is widely used as an alternative remittance system. For example, real estate
transactions take place in Iran, but no funds change hands there; rather, payment is made overseas. This
typically is done because of the difficulty in transferring funds out of Iran and the weakness of Iran's currency,
the rial. The real estate market, in at least one instance, has been used to launder narcotics-‐‑related funds.

Iran is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN Convention against
Transnational Organized Crime.

Ireland (Concern). The primary sources of funds laundered in Ireland are derived from tax offenses, fraud, and
drug trafficking. Money laundering occurs in financial institutions and bureaux de change, the latter of which
are not regulated. Additionally, investigations in Ireland indicate the continued use of professionals
specializing in the creation of legal entities as a means for laundering money. Trusts are also established as a
means of transferring funds from Ireland to offshore locations. It is difficult to establish the true beneficiary of
the funds, which makes it difficult to follow the money trail and establish a link between the funds and the
criminal.

Ireland's offshore banking is concentrated in Dublin's International Financial Services Centre (IFSC). The IFSC
has a preferential 10-‐‑percent corporate tax rate. Approximately 400 international financial institutions and
companies operate in the IFSC. Services offered include fiscal management, re-‐‑insurance, fund administration
and foreign exchange dealing. The IFSC companies are regulated by the Central Bank of Ireland.

The Criminal Justice Act 1994 criminalized money laundering relating to drug trafficking and other offenses. It
also required financial institutions to report suspicious transactions and currency transactions exceeding
approximately US $15,000, implement customer identification procedures and retain records of financial
transactions. Subsequent legislation added requirements for the implementation of anti-‐‑money laundering
programs and for training in the identification of suspicious transactions.

A number of the suspicious transaction reports, as well as requests for assistance from Financial Action Task
Force (FATF) members, have cited the use of solicitors, accountants and company formation agencies in Ireland
to create shell companies. Investigations have disclosed that these companies are used to provide a series of
transactions connected to money laundering, tax offenses, and other fraudulent activity. The difficulties in
establishing the beneficial owner of such a company are complicated by the fact that the directors are usually
nominees and are often principals of a solicitors' firm or of a company formation agency.

Ireland has recently proposed a new Finance Act and a new Company Law Act to address these concerns. The
new Company Act will require all newly registered Irish companies to engage, at least in part, in business
dealings within the State. It also contains a general requirement that at least one director reside in Ireland.

New legislation has recently been introduced to combat money laundering by terrorist organizations. This
legislation contains provisions addressing the forfeiture of property when it is used by or connected with a
terrorist organization.

The Bureau of Fraud Investigation serves as Ireland's financial intelligence unit. The Bureau analyzes financial
disclosures and is a member of the Egmont Group.

To date, 30 individuals have been charged with money laundering in Ireland, and 17 have been convicted in
Irish courts.

Ireland is a member of the European Union (EU), Council of Europe and the Financial Action Task Force (FATF).
Ireland is also a party to the 1988 UN Drug Convention, and in December 2000, signed the United Nations
Convention against Transnational Organized Crime.



Isle of Man, The (Primary). The Isle of Man (IOM) is a Crown Dependency of the United Kingdom. Its
sophisticated offshore center continues to be vulnerable to money laundering, particularly at the layering and
integration stages.

In 2000, the Financial Action Task Force (FATF) conducted a review of the IOM's anti-‐‑money laundering regime
against 25 specified criteria. The IOM was not identified by the FATF as a noncooperative country in the
international fight against money laundering. However, the FATF in its June report raised certain concerns
about the IOM's anti-‐‑money laundering regime:

...the Isle of Man...[has] in place a system for reporting suspicious transactions. Where the underlying criminal
conduct is drug trafficking or terrorism, the obligation to report is a direct one. Where the underlying criminal
conduct is another predicate offence, the reporting is an "indirect obligation"-‐‑failure to make a report
potentially leaves one open to a charge of money laundering; making a report is a defence against such a
charge....

...the Isle of Man ...[allows] certain intermediaries, and individuals, which are subject to the same anti-‐‑money
laundering standards and supervision as financial institutions, to introduce business to banks and financial
institutions on the basis that the introducers themselves verify the identity of the customer. In addition, the
jurisdictions allow certain institutions based in certain overseas countries, subject to equivalent anti-‐‑money
laundering systems, to introduce business, without separately verifying the identity of the client. Banks and
other financial institutions in the ...Isle of Man ... are only required to know the name of the client but not to
verify the identity separately. There is concern as to whether such a system is consistent with FATF
Recommendations and provides sufficiently rigorous checks on the identity of clients of banks and financial
institutions, especially in cases where the introducer is not a financial institution...

The lack of a stringent scheme to apply the new rules of customer identification for accounts opened prior to
their entry into force is also a source of concern. The new rules for customer identification verification were
introduced in ...the Isle of Man in 1998....

Much of the IOM's offshore financial services industry consists of "exempt companies" that are not permitted
to conduct business on the island and are generally owned by individuals who are not residents of the island.
These companies are not required to disclose the identities of beneficial owners, and can issue bearer shares.
In the IOM, bearer shares are registered with the name and address of the initial holder. There are
approximately 24,300 exempt companies registered in the IOM.

The IOM in 1987 criminalized money laundering related to drug trafficking, and in 1990, added terrorism as a
predicate offense. The Criminal Justice (Money Laundering Offenses) Act 1990 extended the government's
confiscation powers to all crimes, and was amended in 1998 to criminalize money laundering related to all
serious crimes. In addition, this legislation contains a requirement for reporting suspicious transactions related
to drugs or terrorism. The IOM also has enacted the Anti-‐‑Money Laundering Code 1998, which (as amended in
1999) imposes reporting and "know your customer" obligations on financial businesses such as lawyers,
registered legal practitioners, and accountants holding accounts on clients' behalf; company service providers;
and trust service providers. However, there is an exemption from the identification of customers requirement
for business relationships that were formed prior to December 1998. The Code is supplemented by Guidance
Notes that define the obligations of the institutions under the revised Code. The insurance sector also has
issued Guidance Notes.

Suspicious transactions reports are reported to the Fraud & Financial Investigation Unit (FFIU), the IOM's
financial intelligence unit. The FFIU belongs to the Egmont Group.

The IOM has announced its intention to end the use of bearer shares, and to require companies to certify to
the Financial Services Commission (FSC)-‐‑the entity that regulates the IOM's financial institutions-‐‑that they have
created accounts. However, companies will not be required to reveal actual figures to the FSC.

The IOM is a member of the Offshore Group of Banking Supervisors. The IOM cooperates with international
anti-‐‑money laundering authorities on regulatory and criminal matters. Application of the 1988 UN Drug
Convention was extended to the IOM in 1993.

The IOM has made progress toward developing a comprehensive anti-‐‑money laundering regime. The IOM
should consider further strengthening its anti-‐‑money laundering program by making its customer
identification rules retroactive.

Israel (Primary). Israel is not considered a regional financial center, offshore center, or tax haven. In the past,
Israel's banking system had been vulnerable to money laundering because of its bank secrecy laws. Israeli law
enforcement officials report that it has no information that confirms the existence of organized criminal
groups laundering money in Israel. However, foreign law enforcement reports indicate that organized crime
groups launder money in Israel. Moreover, US law enforcement has seen the use of Israeli-‐‑based or linked
accounts or targets in a variety of money laundering undercover operations.



In June 2000, the Financial Action Task Force (FATF) identified Israel as a noncooperative country in the
international fight against money laundering. The FATF in its report cited:

The absence of anti-‐‑money laundering legislation causes Israel to fall short of FATF standards in the areas of
mandatory suspicious transactions reporting, criminalization of money laundering arising from serious crimes
and establishment of a financial intelligence unit. Israel also is partially deficient in the area of record keeping,
since this requirement does not apply to all transactions. However, Israel already meets FATF standards in the
areas of regulation of financial institutions, licensing, and screening procedures for banking corporations, and
the international cooperation in regulatory investigations. Israeli banking regulations address the issue of
customer identification.

The US Treasury Department issued an advisory to US financial institutions advising them to "give enhanced
scrutiny" to all financial transactions involving Israel.

In August 2000, Israel enacted legislation, the Prohibition on Money Laundering Law (PMLL), 5760-‐‑2000, that
criminalizes money laundering, and imposes on financial services providers the obligation to identify, report,
and keep records of specified transactions. The law establishes possession of unlawful property, publication of
pornography, public corruption, copyright violation, counterfeiting, gambling, trafficking in persons, fraud,
drug smuggling, and auto theft as predicate offenses for money laundering. The PMLL also prescribes an
obligation on persons entering or leaving Israel to report monies brought into or taken out of the country.
These obligations will come into effect on a date to be set by the Minister of Justice, but not later than 18
months after the law's enactment. The full effect and value of these legislative changes cannot be determined,
however, until the implementing regulations are fully in place and enforced.

In November 2000, Israeli police issued the Reporting to Police Regulation, which establishes mechanisms for
reporting transactions that involve prohibited property.

In early January 2001, the Israeli Knesset Constitution, Law and Justice Committee approved regulations that
address customer identification, transactions reporting requirements, and records retention. The regulations
will become effective one year from the date they are signed into law. Under these new regulations, Israeli
banks must report the following transactions:

* Deposits and withdrawals of currency equal to or greater than Israeli New Shekel (NIS) 200,000
(approximately US $49,500).

* Cash transactions equal to or greater than NIS 200,000 that are not conducted via the customer's account.

* Exchange of currency equal to or greater than NIS 50,000 (approximately US $12,400).

* Issuance of bank checks equal to or greater than NIS 200,000. Checks issued against a home loan of NIS 1
million (approximately US $247,500) or less are exempted.

* Purchase of travelers' checks equal to or greater than NIS 200,000.

* Deposit of foreign-‐‑currency checks equal to NIS 1 million.

* Transfers to and from Israel equal to or greater than NIS 1 million.

Banks will not be required to report such transactions that are conducted by public institutions, banks, credit
card companies, insurance companies, or similar entities.

Israel also is in the process of establishing a Money Laundering Authority that will include a financial
intelligence unit (FIU), and will coordinate information and activities with Israeli law enforcement, customs,
banks, and other relevant entities.

Israel and the United States have a Mutual Legal Assistance Treaty. Israel does not have bilateral agreements
with other countries concerning money laundering. Israel has signed the 1988 UN Drug Convention, but has
not yet become a party to it. In December 2000, Israel signed the UN Convention against Transnational
Organized Crime.

Effective implementation and enforcement of anti-‐‑money laundering legislation is critical to protecting Israel's
financial system from continued abuse by criminals and criminal organizations. In particular, the GOI should
establish its FIU as quickly as possible, and ensure that it has the necessary equipment and personnel to
operate effectively.

Italy (Primary). Italy's large financial sector is vulnerable to money laundering; in 1997, money laundering in
Italy was estimated to exceed US $50 billion. Italy is a drug consumption country and a transshipment point for
moving illicit narcotics into western Europe. Italian organized criminal groups-‐‑particularly those in the
southern part of the country-‐‑continue to engage in narcotics and alien smuggling, contraband cigarettes
smuggling, extortion, usury, and kidnapping, and launder the proceeds of these activities through Italian



banks, casinos, real estate, and the gold market. For example, Italian, Albanian and Montenegrin criminal
organizations form offshore companies to purchase bulk cigarettes that are marked for export, and smuggle
them into Italy where they are sold tax-‐‑free throughout the European Union. This highly lucrative trade is
made more attractive by relatively light penalties-‐‑a maximum of five years in prison. In 1999, actual seizures
of contraband merchandise by the Government of Italy (GOI) indicate that Italy lost more than US $1 billion in
tax revenue.

In May 2000, Swiss police arrested alleged organized crime kingpin Gerardo Cuomo in a joint operation with
Italian anti-‐‑Mafia police. The Government of Switzerland in November 2000 approved Cuomo's extradition to
Italy where he will face charges of smuggling, criminal conspiracy, and money laundering.

Italian law criminalizes money laundering related to any crime. A wide range of financial institutions-‐‑including
stock brokerages, exchange houses, and insurance companies-‐‑must identify their customers, record and
report transactions above 20 million lire (approximately US $9,800), and report suspicious transactions. In
addition, institutions and individuals must report cross-‐‑border movements of currency that exceed 20 million
lire. The GOI also has in place a system for tracing, freezing, seizing, and confiscating assets. In accordance
with Council of Europe procedures, the GOI is committed to sharing these assets with cooperating countries.

Decree No. 153/97 designates the Ufficio Italiano dei Cambi (UIC) as the recipient of suspicious transactions
reports (STRs); provides a "safe harbor" provision for individuals who report suspicious transactions; and
creates an inter-‐‑ministerial commission to coordinate anti-‐‑money laundering among Italian law enforcement
and regulatory agencies. The decree also establishes organizational links among agencies that are involved in
the fight against organized crime, and encourages international cooperation against money laundering.

Italy's financial intelligence unit, the UIC, is a member of the Egmont Group. The UIC receives and analyzes
financial disclosures, and forwards them to the appropriate law enforcement agency-‐‑the Anti-‐‑Mafia
Directorate or the Guardia di Finanza-‐‑for further investigation when deemed necessary. The UIC also performs
supervisory and regulatory functions such as issuing decrees, regulations, and circulars.

Italy is a member of the Financial Action Task Force (FATF), and held its presidency from 1997 to 1998. In
1997, Italy underwent a second-‐‑round FATF mutual evaluation. Italy also is a member of the European Union
(EU). Italy is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN Convention
against Transnational Organized Crime. Italy and the United States have a Mutual Legal Assistance Treaty and
an extradition treaty in place, and cooperate on money laundering cases. Italy has information sharing
agreements with other countries for the exchange of information related to money-‐‑laundering cases.
Moreover, the GOI has a number of bilateral agreements with foreign governments in the area of investigative
cooperation on drug trafficking and organized crime.

Although the GOI has comprehensive internal auditing and training requirements for its financial sector,
implementation of these measures by non-‐‑bank financial institutions still lags behind that of banks, as
evidenced by the relatively low number of suspicious transactions reports that have been filed by non-‐‑bank
financial institutions. The GOI should therefore increase its training efforts and supervision in the area of non-‐‑
bank financial institutions to decrease their vulnerability to money laundering.

Jamaica (Concern). Jamaica has not developed into a significant regional financial center or offshore banking
center. However, money laundering does occur, primarily through the purchase of assets such as cars and real
estate. The laundering of proceeds through Jamaican banks and financial institutions does not appear to be
prevalent.

The Government of Jamaica (GOJ) passed the Money Laundering Act (MLA) in December 1996, but it was not
implemented until January 5, 1998. The financial sector complained that the process of reporting threshold
transactions-‐‑involving US $10,000 or more in cash-‐‑was an onerous burden. In March 1999, an amendment
raised the reporting threshold to US $50,000 for all financial institutions except persons licensed to operate an
exchange bureau (or cambio), who have a reporting threshold of US $8,000. In addition, the amendment
introduced suspicious transaction reporting. In February 2000, the Act was further amended to expand the
predicate offenses to include fraud, firearms trafficking, and corruption.

In accordance with powers contained in the MLA, the Director of Public Prosecutions sent a letter to local
banks, cambios, and building societies, requesting implementation of a new suspicious transaction reporting
form that details why a transaction is considered suspicious. The form, which was distributed to the local
financial sector in October 2000, will help investigators in analyzing whether a reported transaction is the
result of money laundering.

The Government of Jamaica (GOJ) recently submitted to Parliament a package of bills intended to strengthen
regulation of the country's financial sector. The bills include amendments to the Bank of Jamaica (BOJ) Act that
are designed to strengthen the authority of the BOJ's financial institutions supervisory division. Other proposed
legislation would establish an independent, non-‐‑bank supervisory agency-‐‑the Financial Services Commission
(FSC)-‐‑which would become operational on April 1, 2001 (the beginning of the next fiscal year). FSC would



regulate financial markets, insurance companies, pension funds, and financial advisors.

In addition to the proposed legislation, the GOJ is taking administrative steps to establish a regulatory policy
council that would coordinate the regulatory functions of the BOJ, FSC, and the Jamaica Deposit Insurance
Company. The GOJ also plans to establish a commercial court and a financial crimes investigation unit. These
steps are part of the GOJ program to rehabilitate the Jamaican financial sector after its 1996-‐‑1997 collapse
and to prevent future banking crises.

Jamaica has established a Financial Analysis Unit (FAU) to assist in the implementation of its anti-‐‑money
laundering program. The unit is responsible for receiving, analyzing, and developing information from
suspicious activity reports. At the request of the US Embassy in Jamaica and the GOJ, FinCEN visited the FAU on
September 5, 2000 to determine its training and technical assistance needs. The unit is in its initial stage of
development; however, it is expected to be operational in early 2001. The unit has been collecting threshold
reports since 1998. The total number of reports received is unknown because they are too numerous to count
easily, although they have received at least 5,000 reports from one bank. The unit has been collecting
Suspicious Activity Reports (SARs) since 1999, and has received 22 SARs to date.

Two data entry clerks will be detailed to the FAU from the Organized Crime Unit to enter the collected
threshold reports and SARs once the FAU receives a software package for the collection and analysis of SARs.
After the financial data has been entered, two analysts from the Organized Crime Unit will also be detailed to
the FAU for a period of six months. The analysts will be responsible for analyzing the data and forwarding
financial reports to the financial crimes investigation unit for a more thorough investigation.

Jamaica is a party to the 1988 UN Drug Convention. Jamaica is a member of the Caribbean Financial Action
Task Force (CFATF) and the Organization of American States Inter-‐‑American Drug Abuse Control Commission
(OAS/CICAD) Experts Group to Control Money Laundering. Jamaica and the United States have a Mutual Legal
Assistance Treaty that entered into force in 1995.

The GOJ continues to make progress in bringing its anti-‐‑money laundering regime in line with international
standards. There is a genuine commitment on the part of the GOJ and the Public Prosecutors Office to combat
money laundering and to cooperate with regional and international governments. The GOJ should take steps to
further strengthen its money laundering law by extending it to cover the laundering of proceeds from all
serious crimes and require declarations of large cross-‐‑border movements of currency or monetary
instruments. The GOJ should also ensure that the FAU is sufficiently staffed and resourced and is brought into
operation as soon as possible.

Japan (Primary). Japan is an important world financial center and is believed to be a major money laundering
center. The principal sources of laundered funds are drug trafficking and financial crimes (illicit gambling,
extortion, abuse of legitimate corporate activities, and all types of property related crimes) as well as the
proceeds from violent crimes, mostly linked to Japan's criminal organizations, e.g., the boryokudan. The
Japanese National Policy Agency estimates that the boryokudan's illegal activities generate annually several
billion dollars in proceeds. US law enforcement reports that drug-‐‑related money laundering investigations
initiated in the US periodically show a link between drug-‐‑related money laundering activities in the U.S and
bank accounts in Japan.

Prior to 1999, Japanese law only criminalized narcotics-‐‑related money laundering. The Anti-‐‑Drug Special Law,
enacted in 1991, criminalized drug-‐‑related money laundering, mandated suspicious transaction reports for the
illicit proceeds of drug offenses, and authorized controlled drug deliveries. This legislation also created a
system to confiscate illegal profits gained through drug crimes. The seizure provisions apply to tangible and
intangible assets, direct illegal profit, substitute assets, and criminally derived property that has been
commingled with legitimate assets. The limited scope of the law and the burden required of law enforcement
to prove a direct link between money and assets to specific drug activity severely limited the law's
effectiveness. As a result, Japanese police and prosecutors have undertaken few investigations and
prosecutions into suspected money laundering.

Pursuant to the 1999 Anti-‐‑Organized Crime Law, which came into effect in February 2000, Japan expanded its
money laundering law beyond drug trafficking to include money-‐‑laundering predicates such as murder,
aggravated assault, extortion, theft, fraud, and kidnapping. The new law also extended the confiscation laws to
include the additional money laundering predicate offenses and to include value-‐‑based forfeitures, and
authorized electronic surveillance of organized crime members.

To facilitate exchange of information related to suspected money laundering activity, the law established the
Japan Financial Intelligence Office (JAFIO) as Japan's financial intelligence unit. Financial institutions in Japan
report suspicious transactions to the JAFIO as instances of suspicious transactions are discovered. The number
of suspicious transaction reports continued to increase during the first eleven months of 2000, rising from
900 in 1999 to over 4,000 in 2000.

Japanese banks and financial institutions are required by national laws to record and report the identity of



customers engaged in large currency transactions. There are no secrecy laws that prevent disclosure of client
and ownership information to bank supervisors and law enforcement authorities. Under the 1998 Foreign
Exchange and Foreign Trade Control Law, banks and other financial institutions must report transfers abroad
of five million yen (approximately US $44,579) or more. Domestic laws also require banks and financial
institutions to maintain records for an adequate period of time should they be needed to reconstruct
significant transactions. This requirement is not specifically narcotics-‐‑related.

Japanese financial institutions have cooperated, when requested, with law enforcement agencies, including US
and other foreign government agencies investigating financial crimes related to narcotics. Japan has not
adopted "due diligence" or "banker negligence" laws that make individual bankers responsible if their
institutions launder money, but there are administrative guidelines in existence that require due diligence. The
law does, however, protect bankers and other financial institution employees who cooperate with law
enforcement entities.

The 1998 Foreign Exchange and Foreign Trade Control Law required travelers entering and departing Japan to
report physically transported currency and monetary instruments exceeding one million yen (approximately US
$8,916) or its equivalent in any other foreign currency to customs authorities. The reporting requirement is
virtually ignored by travelers, however, because there is no meaningful penalty (i.e. seizure of currency) for
failure to report.

Japan is a party to the 1988 UN Convention and has adopted formal articles of ratification. In December 2000
Japan signed the United Nations Convention against Transnational Organized Crime. Japan is a member of and
also chaired the Financial Action Task Force (FATF) from June 1998 to June 1999. The JAFIO joined the Egmont
Group of FIUs in 2000. Japan is also a member of the Asia/Pacific Group against Money Laundering (APG).
Japan has endorsed the September 1997 Basle committee's "Core Principles for Effective Banking Supervision."

Japan has not enacted laws that allow for sharing of seized narcotics assets with other countries. However, the
Japanese Government cooperates with efforts by the US and other countries to trace and seize assets, and
makes use of tips on the flow of drug-‐‑derived assets from foreign law enforcement efforts to trace funds and
seize bank accounts.

The government of Japan should stringently enforce the Anti-‐‑Organized Crime Law, which will enhance Japan's
ability to combat a wide range of money laundering activities. The Government of Japan has many legal tools
and agencies in place to successfully detect, investigate and combat money laundering. Japan could strengthen
its anti-‐‑money laundering regime by enacting penalties for non-‐‑compliance with the Foreign Exchange and
Foreign Trade Law, adopting measures to share seized assets with foreign governments, and strongly
enforcing banker "due diligence" provisions.

Jersey (Primary). The Bailiwick of Jersey, one of the Channel Islands, is a Crown Dependency of the United
Kingdom. Jersey's sophisticated offshore services industry continues to be vulnerable to money laundering at
the layering and integration stages. Jersey's financial sector is regulated by the Jersey Financial Services
Commission (FSC), which has responsibility for Jersey's banks, building societies, insurance companies, and
collective investment schemes. The Company Registry also falls under the purview of the FSC.

The Drug Trafficking Offenses Law of 1988 criminalized money laundering related to drug trafficking, and the
Prevention of Terrorism Law of 1996 did the same for money laundering related to terrorist activity. The
Investment Business (Jersey) Law 1998 brings investment advice, management, and dealing into regulation.
The FSC is authorized to issue Codes of Practice, and to inspect institutions to ensure that businesses are in
compliance. The reporting of suspicious transactions is mandatory under the drug trafficking and terrorism
anti-‐‑money laundering laws. The Proceeds of Crime (Jersey) Law 1999 extended the predicate offenses for
money laundering to all offenses that are punishable by at least one year in prison. Offenses committed
abroad are covered in cases where the conduct, if it had occurred in Jersey, would have constituted a predicate
offense. There is no exception for fiscal offenses.

In August 2000, the FSC issued an Anti-‐‑Money Laundering Guidance Update that provides guidance to the
financial services industry, particularly in doing business with sensitive sources. The Guidance instructs Jersey
financial institutions to familiarize themselves with each advisory issued by the US Department of Treasury.
The Guidance also advises financial services businesses to exercise a higher degree of awareness of the
potential problems associated with taking on politically sensitive clients from jurisdictions where bribery and
corruption is widely considered to be prevalent.

In May 2000, Jersey approved the Financial Services (Extension) (Jersey) Law 2000. This legislation amended
the Investment Business (Jersey) Law by extending Jersey's financial regulations to Jersey's approximately 300
trust and company services providers. Businesses that provide company administration, trustee, or fiduciary
services are subject to the law. Secondly, in the course of providing such services, the person must provide any
one of a number of services, such as being a company formation agent, a director, a secretary, the provider of
registered office, or the provider of accommodation address or acting as trustee. Under the new law, the FSC



can visit businesses to ensure they are fully compliant with the law's standards.

The proposed International Co-‐‑operation (Jersey) Law would follow the Financial Services (Extension) (Jersey)
Law, and provide Jersey with additional authority to assist other law enforcement agencies in pursuing
criminals where an offense has been identified and is being investigated.

The Joint Police and Customs Financial Investigation Unit (JPCFIU) is responsible for receiving, investigating and
disseminating suspicious transaction reports (STRs). The Unit includes Jersey Police and Customs officers, as
well as a financial crime analyst. The JCPFIU is a member of the Egmont Group.

Jersey's large offshore industry includes approximately 20,000 "exempt companies," many of which act solely
as asset holding companies; all are limited to transacting business outside Jersey. Exempt companies pay no
Jersey taxes. The offshore industry also consists of bank deposits of US $150 billion, mutual funds of US $100
billion, insurance companies (which are largely captive companies), investment advice, dealing and
management companies (US $30 billion under management); and trust and company administration
companies. The total value of funds administered in Jersey exceeds US $300 billion. These services and
facilities combine to offer other services such as private banking for high net worth individuals and corporate
services, such as share option schemes and securitizations. Jersey does not distinguish between offshore and
onshore banks. Its 74 banks are supervised by the FSC and can be accessed by both residents and non-‐‑
residents alike.

The FIU recently redesigned the format of Jersey's STRs; filers may select from a broad list of suspected crimes
such as drugs, terrorism, fraud, tax fraud, revenue fraud, insider dealing, corruption, unknown/undetermined,
regulatory matters, and "other."

The Offshore Group of Bank Supervisors (of which Jersey has been a member since its formation in 1979)
carried out a Financial Action Task Force (FATF)-‐‑style mutual evaluation of Jersey. The final report, approved in
September 2000, concluded that Jersey was "close to complete adherence" to the FATF 40 Recommendations.

In 2000, the Financial Action Task Force (FATF) conducted a review of Jersey's anti-‐‑money laundering regime
against 25 specified criteria. Jersey was not identified by the FATF as a noncooperative country in the
international fight against money laundering. However, the FATF in its June report noted the following about
Jersey's anti-‐‑money laundering regime:

...Jersey...[has] in place a system for reporting suspicious transactions. Where the underlying criminal conduct
is drug trafficking or terrorism, the obligation to report is a direct one. Where the underlying criminal conduct
is another predicate offence, the reporting is an "indirect obligation"-‐‑failure to make a report potentially leaves
one open to a charge of money laundering; making a report is a defence against such a charge....

...Jersey...[allows] certain intermediaries, and individuals, which are subject to the same anti-‐‑money laundering
standards and supervision as financial institutions, to introduce business to banks and financial institutions on
the basis that the introducers themselves verify the identity of the customer. In addition, the jurisdiction allows
certain institutions based in certain overseas countries, subject to equivalent anti-‐‑money laundering systems,
to introduce business, without separately verifying the identity of the client. Banks and other financial
institutions in ...Jersey...are only required to know the name of the client but not to verify the identity
separately. There is concern as to whether such a system is consistent with FATF Recommendations and
provides sufficiently rigorous checks on the identity of clients of banks and financial institutions, especially in
cases where the introducer is not a financial institution.

The lack of a stringent scheme to apply the new rules of customer identification for accounts opened prior to
their entry into force is also a source of concern. The new rules for customer identification verification were
introduced in...Jersey in 1999...

Application of the 1988 UN Drug Convention was extended to the Bailiwick of Jersey on July 7, 1997. Jersey
formally endorsed the FATF recommendations on July 21, 1997.

Jersey has established a comprehensive anti-‐‑money laundering program, and has demonstrated its
commitment to fighting financial crime. Jersey officials cooperate with international anti-‐‑money laundering
authorities. Jersey should ensure full and timely implementation of its anti-‐‑money laundering legislation, and
continue to monitor its anti-‐‑money laundering program, in order to deter criminals from using the island to
launder money.

Jordan (Other). Jordan is not a regional financial center, and the Government of Jordan (GOJ) regulates foreign
exchange transactions.

The GOJ has not yet criminalized any form of money laundering. Jordanian law enforcement officials report
that some financial institutions cooperate with prosecutors' requests for information related to drug trafficking
cases. Jordan's central bank has instructed financial institutions to be on the lookout for customers engaging
in "dubious" transfers, and to be particularly careful when handling foreign currency transactions, especially if



the amounts involved are large or if the source of funds is in question. Depositors are not required to disclose
the origin of large currency deposits or transactions.

Jordan is a party to the 1988 UN Drug Convention.

Kazakhstan (Other). Kazakhstan's relatively advanced financial infrastructure, combined with a significant
organized crime presence, puts it at risk for money laundering. More than 200 organized crime groups with
ties to similar groups in the United States and Europe are believed to exist in the country.

Kazakhstan has criminalized money laundering for narcotics and other serious crimes. However, inadequate
financial controls make detection of money laundering difficult. Bank examiners are not trained to look for
evidence of money laundering, but rather focus on traditional safety and soundness concerns. Furthermore,
new banking laws went into effect in 2000 that require tax police and investigators to go through local
prosecutors in order to obtain bank records. Records may be released only if the prosecutor deems an
investigation is warranted.

The United States intends to continue to work closely with local authorities to provide Kazakhstani financial
institutions with money laundering and fraud related training and assistance. The US will also continue to
consider the government's request for a memorandum of cooperation in fighting economic crimes and fiscal
offenses.

Kazakhstan is a party to the 1988 UN Drug Convention and in December 2000, it signed the UN Convention
against Transnational Organized Crime.

Kenya (Other). Kenya's capital, Nairobi, has approximately 50 banks and is a regional financial center for East
Africa. Kenya does not have an offshore sector.

The Government of Kenya (GOK) criminalized money laundering related to drug trafficking through Section 49
of the Narcotics Drugs and Psychotropic Substances (Control) Act, 1994. Narcotics-‐‑related money laundering
is punishable by a maximum prison sentence of 14 years. The GOK has not made any arrests for money
laundering; however, Kenyan authorities in 2000 seized the assets of several individuals implicated in a drug
trafficking scheme.

The GOK requires banks to maintain records on customers who conduct large transactions. In 1999, the
President of Kenya issued a statement denouncing money laundering and granted the Central Bank of Kenya
authority to supervise all Kenyan banks. Kenya does not have in place strong cross-‐‑border currency controls.

Kenya is expected to sign the memorandum of understanding for the newly formed Eastern and Southern
Africa Anti-‐‑Money Laundering Group (ESAAMLG). In November 2000, GOK officials attended an anti-‐‑money
laundering conference that was co-‐‑sponsored by the Government of Tanzania and the East Africa Community
Secretariat. The conference's objectives were to help government officials identify different types of money
laundering, and the threat that they pose to their country's financial institutions and economies.

Kenya is a party to the 1988 UN Drug Convention.

Korea (Democratic Peoples Republic of Korea) (Concern). The exact money-‐‑laundering situation within
North Korea is unknown. What little that is known of North Korea's money laundering operations is that it
continues to use Macau as a base of operation for money laundering and other criminal activities. The link with
Macau provides international access to financial systems for individuals within the Democratic People's
Republic of Korea (DPRK). North Korea's state-‐‑owned mint is also alleged to print counterfeit US dollars for
laundering in Macau.

Korea (Republic of Korea) (Concern). The Republic of Korea (South Korea) has been used as a transit country
for international narcotics trafficking. The Republic of Korea's domestic consumption of narcotics is also on the
rise. Organized crime is beginning to gain a hold in the business sector due to corruption and cronyism.
Estimates of the amount of money laundered vary. According to the Korea Institute for International Economic
Policy (KIEP) study, some 48-‐‑147 trillion won (US $8-‐‑33 billion) in funds were illegally laundered in 1998 (11-‐‑
33% of GDP), although other figures set it between 54-‐‑169 trillion won (25 % of GDP). Another 25-‐‑50 trillion
won in illegal capital offshore transfers are expected once the foreign exchange liberalization goes into effect
in January 2001.

In 1995, the Republic of Korea criminalized the laundering of narcotics proceeds with the adoption of the Act
against Illicit Trafficking in Drugs. An amendment made to this act in 1997 requires financial institutions to
report transactions known to be connected to narcotics trafficking to the Prosecutor's Office. Two other pieces
of legislation address money laundering in the Republic of Korea. The Act on Real Name Financial Transaction
and Guarantee of Secrecy, enacted in late 1997, banned all financial transactions using anonymous, fictitious,
and nominee names. The Anti-‐‑Public Corruption Forfeiture Act of 1994 provided for the forfeiture of the
proceeds of assets derived from corruption.



The government's financial investigations continue to focus on preventing the illegal transfer of funds out of
the country. On January 1, 2001, the Korean government implemented the second phase of foreign exchange
liberalization. In conjunction with this, the Ministry of Finance and Economy (MOFE) launched a preparatory
organization for a financial intelligence unit (FIU) on April 2000 and drafted two related laws. They are the so-‐‑
called "Law for Reporting and Using Information of Specific Financial Transactions" and "Law for Prohibition
and Punishment of Hiding Criminal Gains." These bills contain various anti-‐‑money laundering provisions;
however, no action was taken on these measures in 2000.

The Republic of Korea is a party to the 1988 UN Drug Convention and in December 2000 signed the United
Nations Convention against Transnational Organized Crime. The Republic of Korea is a member of the
Asia/Pacific Group on Money Laundering. In 1998, the United States and the Republic of Korea signed an
extradition treaty, which entered into force in December 1999. The United States and the Republic of Korea
cooperate in judicial matters under a 1993 Mutual Legal Assistance Treaty, which entered into force in 1997.

The Republic of Korea needs to enact and enforce legislation that will criminalize the laundering of proceeds
from all serious crimes, require the reporting of all suspicious transactions, and establish a financial
intelligence unit to work with domestic and international authorities to combat the threat of money laundering.

Kuwait (Other). Kuwait is not a major regional banking sector; it has six commercial banks, two specialized
banks, one Islamic bank, and a branch of a Bahrain-‐‑based bank. Kuwait does not have anti-‐‑money laundering
legislation. Kuwait's central bank in June 1997 ordered domestic banks to take measures to prevent money
laundering such as checking clients' identities and the nature of their business. Banks also are to inform the
central bank of all cash deposits that exceed the equivalent of US $33,000, and funds transfers that are
"irregular." In 1999, the Government of Kuwait (GOK) proposed anti-‐‑money laundering legislation that has not
yet been approved by Kuwait's National Assembly.

Kuwait is represented before the Financial Action Task Force (FATF) by the Gulf Cooperation Council. Kuwait in
December 2000 became a party to the 1988 UN Drug Convention and signed the UN Convention against
Transnational Organized Crime.

The GOK should develop and implement anti-‐‑money laundering legislation that meets accepted international
standards.

Kyrgyzstan (Other). Kyrgyzstan is not a financial center, and money laundering is not considered a major
problem. However, Kyrgyzstan has not criminalized money laundering and has no anti-‐‑money laundering
legislation. The central bank has provisions that require customer identification procedures and make an
exception to bank secrecy rules for suspicious transaction reporting, but these provisions are believed to be
generally ignored by the commercial banks. Oversight of the banking sector remains weak and Kyrgyzstan's
law enforcement agencies do not have the resources to conduct effective financial investigations.

The major sources of illegal proceeds remain narcotics trafficking, embezzlement of foreign aid by
government officials, smuggling of consumer goods, official corruption and tax evasion.

Kyrgyzstan is a party to the 1988 UN Drug Convention and in December 2000, it signed the UN Convention
against Transnational Organized Crime.

Laos (Other). Laos is not a regional financial center and has no anti-‐‑money laundering legislation. Effective
anti-‐‑money laundering legislation will first require an underlying body of banking law and regulation, most of
which currently does not exist. The country does have strict laws on the export of its currency, the Lao kip. The
proceeds of drug trafficking most likely are sent to other countries in the region through alternative remittance
systems.

The Government of Laos (GOL) is a party to the 1971 UN Convention on Psychotropic Substances and has
stated its goal to become a party to the 1988 UN Drug Convention. The GOL is working with the United
Nations Office for Drug Control and Crime Prevention and other foreign consultants to develop the
fundamental regulatory framework necessary to bring Laos into compliance with the 1988 Convention. In the
interim, the GOL sends its officials to relevant Association of Southeast Asian Nations (ASEAN) conferences on
regional anti-‐‑money laundering practices. In addition, GOL officials have participated in anti-‐‑money laundering
and white-‐‑collar crime training at the International Law Enforcement Academy (ILEA) in Bangkok.

Latvia (Concern). Money laundering continues to be a major concern in Latvia, largely because Russian
organized crime groups use Latvian banks to launder money. Internet gambling may also increase the risk for
money laundering.

Money laundering was criminalized for all serious crimes in 1998. There are requirements for customer
identification, the maintenance of records on all transactions, and the reporting of large cash transactions
(40,000 lats, or approximately US $64,600) and suspicious transactions to the Control Service, which is Latvia's
financial intelligence unit. Between June 1998 and January 2000, the Control Service received 1,438



disclosures.

In May 2000, a European Union (EU) inspection team visited Latvia and conducted a study of their money
laundering situation. The team's report is said to be very positive, although the results cannot be disclosed
until the report is final. The final report is expected early in 2001.

On November 7, 2000, the President of Latvia promulgated a law for a public regulator. Previously, the central
bank regulated banks, with separate regulators for the Securities & Exchange Commission and insurance
companies. The new law establishes one, united regulator, which will bring Latvia in line with the
British/Swedish model. This change will take effect in July 2001.

This year, a World Bank report rated all Eastern European countries for corruption. Latvia was rated positively
in terms of administrative corruption, but negatively regarding state capture (because of conflict of interest of
high level officials.) Latvia is establishing an independent anticorruption unit to deal with corruption among
high level officials. They are working with OECD on a joint antibribery convention.

Latvia's financial intelligence unit (FIU) is the Office for the Prevention of the Laundering of Proceeds Derived
from Criminal Activity (Control Service). The Control Service is a member of the Egmont Group. In addition to
its existing software, the Latvian FIU has created new software that collates the data from the internal Control
Service database containing information on customers who have conducted unusual or suspicious transactions.

Interagency cooperation between Latvian law enforcement agencies tends to be best at the highest
governmental levels, but weaker at the working level. Much of the problem stems from lack of financial,
material, and human resources.

Latvia is a member of the Council of Europe's Select Committee of Experts on the Evaluation of Anti-‐‑Money
Laundering Measures (PC-‐‑R-‐‑EV) and, as a member, underwent a mutual evaluation in March 2000. A Mutual
Legal Assistance Treaty has been in effect between the US and Latvia since 1999. Latvia is a party to the UN
Drug Convention and in December 2000 Latvia signed the United Nations Convention against Transnational
Organized Crime.

The Government of Latvia should research ways to improve cooperation between Latvian law enforcement
agencies at the working level. The key to Latvia's success in combating money laundering will be based on the
swiftness and forcefulness with which they continue to strengthen their anti-‐‑money laundering program.

Lebanon (Primary). The current legal, supervisory, and regulatory systems of Lebanon create significant
opportunities for the laundering and protection of the proceeds of crime. Weaknesses in these systems allow
criminals to evade effective investigation and punishment. Sources of laundered funds include narcotics,
counterfeiting and smuggling. Laundering in Lebanon takes place through the layering of transactions in banks
and through the purchase of property and businesses. The Lebanese banking system is frequently used by
Syrians who find it difficult to conduct transactions in their own country because of heavy government
restrictions. Lebanon's commitment to bank secrecy and the absence of certain key supervisory and
enforcement mechanisms aimed at preventing and detecting money laundering increase the possibility that
transactions involving Lebanese entities and accounts will be used for illegal purposes. Lebanon has not to
date prosecuted or investigated any cases of money laundering.

An antinarcotics law that came into effect in 1998 criminalized drug-‐‑related money laundering, but it is
considered inadequate since it does not require the reporting of suspicious or large transactions. It does
provide for asset seizure and for piercing bank secrecy in very limited circumstances.

The Banking Control Commission (BCC) supervises and examines commercial banks. BCC examiners may not
review individual deposit accounts, and have no access to depositors' names. They are to report any "unusual"
activity to the central bank. A customer may waive bank secrecy by giving permission for a third party to
review account information. International firms, as required by law, audit ninety percent of commercial banks.
Non-‐‑bank financial institutions such as exchange houses, stock brokerages, money couriers and insurance
companies are not required to report unusual activity, but the amount of money they handle is not significant.

Citing the lack of a legal anti-‐‑money laundering framework to combat money laundering, in June 2000 the
Financial Action Force (FATF) named Lebanon among its list of 15 jurisdictions that were non-‐‑cooperative in
international efforts to combat money laundering. The report criticized Lebanon's strict bank secrecy that
restricts access to relevant information, both by administrative and investigative authorities, and also
compromises international cooperation.

The United States (US) Treasury has issued an advisory to US financial institutions, indicating they "should give
enhanced scrutiny to any transaction originating in or routed to or through Lebanon, or involving entities
organized or domiciled, or persons maintaining accounts in Lebanon." In addition to the concerns outlined in
the FATF report, the advisory also noted the fact that money laundering is only a crime in Lebanon with respect
to narcotics and public corruption, and that financial institutions operating in Lebanon are not required to



report suspicious transactions.

Lebanese officials have indicated an awareness of deficiencies in Lebanon's anti-‐‑money laundering systems,
while maintaining that Lebanon is not a significant venue for such illicit activity. The Lebanese cabinet
approved a draft law in December 2000 addressing some of the deficiencies outlined in the advisory. The draft
law broadens the definition of money laundering to include proceeds obtained from organized crime, illegal
arms trafficking, embezzlement of public funds, and counterfeiting of currencies and official documents. If
passed by parliament and implemented effectively, the law would significantly strengthen Lebanon's ability to
combat money laundering by:

* Requiring banks, financial institutions, and non-‐‑banking financial institutions-‐‑such as exchange houses,
insurance and leasing companies, mutual funds, real estate developers, and merchants of high-‐‑value
commodities-‐‑to (a) ascertain through official documents the identity and address of their clients and (b)
maintain official records of clients and transactions for a period of no less than five years.

* Permitting the government to confiscate the proceeds derived from illegal arms trafficking, embezzlement of
public funds and counterfeiting of currencies and official documents.

* Imposing prison terms and cash penalties on persons who disguise, conceal, or participate in money
laundering operations or fail to report suspicious transactions.

* Establishing an independent "Special Investigation Commission" and "Financial Investigation Unit" to
investigate money laundering operations. The Special Investigation Commission would have the power to lift
Lebanon's stringent bank secrecy laws in order to find the source of illicit proceeds.

In 2000, the Lebanese Bankers Association also made mandatory its formerly voluntary system for self-‐‑
regulation, the Due Diligence Convention, a set of requirements designed to combat the laundering of money
obtained from illegal drug trade. The Convention addresses such issues as customer identification and record
keeping. According to the Lebanese Minister of Finance, the Banking Control Commission has formed an anti-‐‑
money laundering unit, but it is still not operational and it is unclear what its function will be.

In 2000 Lebanese authorities also repealed a law authorizing offshore banking and required all banks to
establish internal audit units and procedures. Lebanon has informed the United States that it will officially
terminate its membership in the Offshore Group of Banking Supervisors in 2001.

Lebanon is a party to the 1988 UN Drug Convention. However, the Lebanese government expressed
reservations over the sections of the Convention pertaining to bank secrecy. Lebanon has endorsed the Basle
Core Principles and is in the process of implementing them.

Lebanon should enact comprehensive anti-‐‑money laundering legislation that meets international standards.
Specifically, Lebanon should criminalize the laundering of proceeds from all serious crimes, and require
financial institutions to report suspicious transactions to a central authority that will act on these reports and
share this information with foreign governments.

Liberia (Other). Liberia is not a major financial center. However, the country increasingly has become a
transshipment point for illicit drugs, diamonds, and other commodities. Liberia's offshore activity is
concentrated in the ship registry business. Offshore companies are permitted to issue bearer shares. Liberia
reportedly has 16 banks, but only a small number are open to the public.

In November 2000, Liberia was one of 14 West African countries that created the Intergovernmental Group of
Action against Money Laundering (GIABA).

Liberia is not a party to the 1988 UN Drug Convention.

Liechtenstein (Primary). The Principality of Liechtenstein is an important financial center, primarily because of
its well-‐‑developed offshore financial services sector. The country's low tax rate, loose incorporation and
corporate governance rules, and traditions of strict bank secrecy have contributed significantly to the ability of
financial intermediaries in Liechtenstein to attract funds from outside the country's borders. The same factors
have made the country attractive, and vulnerable, to money launderers.

Liechtenstein has chartered 15 banks, three non-‐‑bank financial companies, and 16 public investment
companies, as well as insurance and reinsurance companies. Its 230 licensed fiduciary companies and 60
lawyers serve as nominees for, or manage, more than 75,000 entities (primarily corporations, anstalts, or
trusts), most for non-‐‑Liechtenstein residents; approximately one-‐‑third of these entities hold the controlling
interest in other entities, chartered in countries other than Liechtenstein. The Principality's laws permit the
corporations it charters to issue bearer shares, and until recently at least, the Principality's banking laws
permitted banks to issue numbered accounts (about whose true ownership only at most a handful of banking
officials know).

Fees paid to Liechtenstein by the corporations and other entities it charters for non-‐‑residents account for at



least 35 per cent of the Principality's revenues. Liechtenstein does not tax funds earned by its domiciliary
corporations from sources outside of Liechtenstein (a fact that increases its attractiveness to offshore
customers for financial services), and the revenue flow from corporation fees allows Liechtenstein's taxes on
income earned within the country to be relatively low by developed country standards.

Banks, finance companies, and investment businesses chartered or licensed to do business in Liechtenstein are
supervised by the Principality's Financial Services Authority (FSA). The FSA is responsible for supervising all
banks and fiduciaries licensed to operate in Liechtenstein and has the authority to conduct on-‐‑site spot checks
and request information as required; however, reliance is placed on a financial institution or intermediary's
approved external auditors for regular compliance examinations and for monitoring implementation of anti-‐‑
money laundering controls (for example, with respect to an institution's observance of its due diligence
obligations).

Drug-‐‑related money laundering has been a criminal offense in Liechtenstein since 1993, but the first general
anti-‐‑money laundering legislation was added to Liechtenstein's laws in 1996. Although the 1996 legislation
sought to apply some money laundering controls to financial institutions and intermediaries operating in
Liechtenstein, the anti-‐‑money laundering regime embodied in the legal, supervisory, and regulatory system of
Liechtenstein at that time suffered from serious systemic problems and deficiencies.

In June 2000, the Financial Action Task Force (FATF) named Liechtenstein as one of the 15 countries that had
inadequate anti-‐‑money laundering regimes and failed to cooperate in international efforts to fight money
laundering. The FATF report noted a number of deficiencies in the Principality's anti-‐‑money laundering regime,
including: inadequate customer identification rules; a limited and inadequate suspicious transaction reporting
system; the absence of a financial intelligence unit; inadequate and ineffective laws and procedures governing
international cooperation and the exchange of information to assist in criminal investigations by officials of
other countries; and an inadequate dedication of resources overall to anti-‐‑money laundering programs.

In July 2000, the United States Department of the Treasury issued an advisory on "Transactions Involving
Liechtenstein." That document advised banks and other financial institutions operating in the United States "to
give enhanced scrutiny to all financial transactions originating in or routed to or through" Liechtenstein, or
"involving entities organized or domiciled, or persons maintaining accounts, in Liechtenstein." Other countries
that participate in the FATF issued similar advisories concerning Liechtenstein.

After the FATF issued its report, the Government of Liechtenstein (GOL) took important legislative and
administrative action to improve its anti-‐‑money laundering regime. The Principality amended its Due Diligence
Act, and enacted a new law governing Mutual Legal Assistance in Criminal Matters, on September 15, 2000. It
also issued an Executive Order, on December 5, 2000, concerning implementation of the changes in the Due
Diligence Act, as well as an Ordinance to establish a financial intelligence unit, and it has revised relevant
portions of its Criminal and Criminal Procedure Codes, and its Narcotics Act (1993).

The latest legislative and regulatory changes became effective January 1, 2001. They affect the range of
Liechtenstein's law criminalizing money laundering and the obligations of financial institutions to identify
customers, to establish due diligence procedures relating to potentially questionable customer activity, and to
report suspicious activity. The FSA issued a Directive 2001/1, "Concerning Indication of Money Laundering," in
January 2001, which is intended "to sensitize financial intermediaries" to the need to recognize situations that
call for further inquiry by intermediaries under the changes in Liechtenstein's due diligence legislation.

The changes to Liechtenstein's Criminal Code add a wide range of predicate crimes to the definition of money
laundering and make other improvements to the Code's provisions. Of particular importance is a provision
enacted in December 2000 that broadens Art. 165 of the Criminal Code to cover "own funds" money
laundering offenses in non-‐‑narcotics offenses. However, Liechtenstein also added language to Art. 165
prohibiting punishment for money laundering of an individual who had already been punished for committing
the relevant predicate offense. The latter provision is an unnecessary restriction that weakens the
government's anti-‐‑money laundering enforcement powers. It is important that Liechtenstein fully apply its
anti-‐‑money laundering efforts to own funds (as well as other forms of) money laundering.

The amendments to the Due Diligence Act eliminate a provision that allowed banks to rely on lawyers and
trustees for identifying their clients and now requires banks and all other financial intermediaries to identify
their clients and the beneficial owners of accounts. (Transactions of non-‐‑clients involving CHF 25,000 are
exempted by statute from the requirement.) These "know your customer" provisions are effective January 1,
2001, although financial intermediaries are provided with a two year grace period to bring existing accounts
into compliance. Liechtenstein's Banker's Association, however, requires that its members comply with the new
rules within one year.

Under Liechtenstein's former law, financial institutions did not have to report suspicious transactions unless
they had "a strong suspicion" of money laundering and a basis for believing that the funds were derived from
narcotics trafficking. The new law permits financial institutions to report suspicious transactions for a broad



range of offenses and based on a suspicion. The new provisions are potentially weakened, however, by the fact
that before filing a suspicious transactions report (STR), the financial institution must clarify the economic
background and purpose of the transaction as well as the origin of the assets, and then file the report only if
the suspicion cannot be eliminated. Another perceived weakness in the law is a limitation on the "no tipping
off" period that follows the filing of a report, so that financial institutions are permitted eventually to advise
customers that they were the subject of a STR. A great deal will thus depend upon the manner in which the
new suspicious transaction reporting rules are administered and enforced by Liechtenstein authorities.

The new laws also address the independence of accountants reporting to the FSA on anti-‐‑money laundering
compliance. Future audits of compliance will cover both systems and individual transactions; individual
transactions were not previously included in the permissible scope of compliance audits. The audits must now
be conducted by independent accountants who are not the normal external auditors of the company, in
contrast to the previous practice (under which the same auditors were routinely engaged). Furthermore, the
results of the audits will be provided to the FSA for review.

In December 2000, Liechtenstein created a financial intelligence unit (FIU) within the FSA, and formed a state
police unit, in May 2000, to combat white-‐‑collar crime. The FIU is scheduled to become an independent
Liechtenstein agency later this year and plans to apply to join the Egmont Group. The Austrian Federal Police
are currently training and assisting the Liechtenstein state police in connection with the work of the special
police unit focusing on financial crime. The government has also hired additional prosecutors and judges.

The new law on mutual legal assistance took effect on November 6, 2000. The law streamlines the procedure
for dealing with foreign requests for legal assistance and reduces from 12 to three the number of permitted
appeals from decisions by the Liechtenstein authorities. Liechtenstein has recently appointed three new
prosecutors and four new investigating judges who will concentrate initially on dealing with the backlog of
cases where legal assistance requests have not yet been executed. Parliament has also approved the
appointment of four new judges to process extradition cases through the courts.

The GOL appointed a special prosecutor, in early 2000, to investigate allegations of government collusion in
money laundering. In a report in August 2000, the special prosecutor cited serious shortcomings in
Liechtenstein's legislation. He noted that Liechtenstein courts had failed to bring money laundering cases to
trial and had been extremely slow in responding to mutual legal assistance requests from other governments.
However, the report did not substantiate any allegations of government collusion. The investigations led by the
special prosecutor did, however, result in criminal charges being brought against several individuals. In May
2000, six officers and employees of fiduciary firms suspected of money laundering, including an opposition
member of Liechtenstein's parliament, were arrested.

Liechtenstein has in place legislation to seize, forfeit, and share forfeited assets with cooperating countries.
During 2000, Liechtenstein authorities blocked more than US $120 million smuggled out of Nigeria by former
Nigerian dictator Sani Abacha. The final figures are expected to exceed US $150 million in frozen assets.

Liechtenstein is a member of the Council of Europe Select Committee on Experts on the Evaluation of Anti-‐‑
Money Laundering Measures (PC-‐‑R-‐‑EV), and has signed the 1990 Council of Europe Convention on Laundering,
Search and Confiscation of Proceeds from Crime. (A September 1999 mutual evaluation of Liechtenstein's anti-‐‑
money laundering programs by the Council of Europe Select Committee of Experts on the Evaluation of Anti-‐‑
Money Laundering Measures in September 1999 reflected many of the same criticisms voiced nine months
later by the FATF.) In December 2001, Liechtenstein signed the UN Convention against Transnational
Organized Crime. Liechtenstein has endorsed the Basle Committee Core Principles for effective banking
supervision. In April 2000, Liechtenstein and the United States agreed to begin negotiation of a Mutual Legal
Assistance Treaty (MLAT); those negotiations are expected to begin in 2001.

The GOL has adopted a number of new anti-‐‑money laundering measures in 2000 that could dramatically
enhance the effectiveness of the country's anti-‐‑money laundering program. The GOL's success in combating
money laundering will be contingent on its political will and on how forcefully and effectively the Principality
implements its anti-‐‑money laundering program.

Lithuania (Other). Lithuania is vulnerable to money laundering; smuggling, narcotics trafficking, capital flight,
profit concealment, and tax evasion most likely are the major sources of illicit funds flowing through
Lithuania's financial system. Russian organized crime groups reportedly have used financial institutions in the
Baltics to launder money.

Lithuania amended its criminal code in 1997 to criminalize money laundering related to all crimes. The Law on
the Prevention of Money Laundering (LPML), which entered into force in January 1998, requires covered
financial institutions to report suspicious transactions; identify customers whose transactions exceed litas
(LTL) 50,000 (approximately US $12,500) or equivalent in foreign currency; maintain a register of customers
who engage in transactions that exceed LTL 50,000 or equivalent in foreign currency; and retain certain
documents for a minimum of 10 years. The LPML also specifies information that must be reported to the tax



police. The Bank of Lithuania (BOL) issues currency transaction reporting requirements and regulations, and is
required to share money-‐‑laundering violation information with law enforcement and other state institutions
upon request. Non-‐‑bank financial institutions operate under guidelines similar to banks. The BOL has the
authority to examine the books, records, and other documents of all financial institutions.

The Money Laundering Prevention Division (MLPD) of the Tax Police is Lithuania's financial intelligence unit. In
2000, the MLPD initiated three investigations. The United States provides anti-‐‑money laundering training to
Lithuanian authorities.

Lithuania is a party to the 1988 UN Drug Convention, and in December 2000 signed the UN Convention against
Transnational Organized Crime. There is a mutual legal assistance treaty (MLAT) between the United States and
Lithuania, which entered into force in 1999. Lithuania is a member of the Council of Europe's Select Committee
of Experts on the Evaluation of Anti-‐‑Money Laundering Measures (PC-‐‑R-‐‑EV), and the MLPD is a member of the
Egmont Group.

Luxembourg (Primary). Luxembourg is a major world financial center, with over 200 international financial
institutions that benefit from the country's strict bank secrecy laws and operate an unrestricted range of
services and activities. The existence of bank secrecy laws, and the size and sophistication of Luxembourg's
financial center, pose major risks for money laundering through Luxembourg's banks and offshore financial
industry. Nevertheless, the Government of Luxembourg (GOL) plays an active role in the European Union (EU)
efforts to combat money laundering.

Two laws, the Law of 7 July 1989, updated in 1998, and the Law of 18 December 1993, criminalize the
laundering of proceeds for all offenses. These anti-‐‑money laundering laws also implement the customer
identification, record keeping, and suspicious transaction reporting requirements mandated by the EU anti-‐‑
money laundering directive.

The Parquet de Luxembourg/Service Anti-‐‑Blanchiment, which reports to the Public Prosecutor, serves as
Luxembourg's financial intelligence unit (FIU), receiving and analyzing financial disclosures. The FIU is a
member of the Egmont Group and has information sharing agreements with Belgium and France.

The Government of Luxembourg licenses offshore banks, non-‐‑bank financial institutions and international
business companies (IBCs). Approximately 200 banks operate as "universal banks," with an unrestricted range
of services. Foreign institutions seeking to become established in Luxembourg must demonstrate prior
establishment in a foreign country, and meet stringent minimum capital requirements. Banks must undergo
annual audits, but only the Commissioner of Bank Control can gain access to the identity of beneficial owners
of accounts. In 1999 Luxembourg had 1,650 offshore investment funds, 118 insurance companies , 279
reinsurance companies and approximately 68,000 IBCs. Companies must maintain a registered office in
Luxembourg and a government registry lists company directors. However, there is no requirement to identify
the beneficial owner of the business and bearer shares are allowed.

Luxembourg is a party to the 1988 UN Drug Convention, and in December 2000 Luxembourg signed the
United Nations Convention against Transnational Organized Crime. Luxembourg is a member of the Financial
Action Task Force (FATF) and the Organization for Economic Cooperation and Development (OECD).
Luxembourg and the United States exchanged instruments of ratification for a Mutual Legal Assistance Treaty
(MLAT) on December 20, 2000. The MLAT entered into force in February 2001.

The GOL has enacted laws and adopted practices that help to prevent the abuse of its bank secrecy laws, which
are consistent with those of other EU members. However, legal provisions continue to limit or prevent access
to information about beneficial ownership of accounts and businesses, which may hinder efforts to combat
money laundering. The GOL should address these issues, and strengthen enforcement to prevent international
criminals from abusing Luxembourg's financial sector.

Macau (Concern). Macau reverted to Chinese sovereignty in December 1999, and became a Special
Administrative Region (SAR) of the People's Republic of China with substantial autonomy in all areas except
defence and foreign affairs. The new Macau SAR government is implementing law enforcement reforms and is
expected to restructure the important gambling industry. Macau has passed anti-‐‑money laundering legislation,
but there is no active enforcement effort in practice. In a positive step, the Macau SAR government stated in
December 2000 that it has agreed to a joint review of its anti-‐‑money laundering regime by the Offshore Group
of Banking Supervisors (OGBS) and the Asia Pacific Group on Money Laundering (APG). Macau is an observer
jurisdiction of the APG.

Macau's free port, offshore financial services, lack of foreign exchange controls, disaggregated law
enforcement agencies, problematic (albeit improving) law and order situation, and nascent anticorruption
efforts create an environment conducive to money laundering. Macau serves as a gateway to China, and can be
used as a transit point to remit funds and criminal proceeds to and from China, Hong Kong, and other Asian
countries. Organized crime groups based in Macau are believed to launder their proceeds through joint
ventures and real estate purchases in China, or through cross border cash transfers, front companies, real



estate purchases, currency exchanges, and alternative remittance systems. Gaming and related services play a
critical role in the Macau economy. They account for approximately 40 percent of GDP. Direct taxes from
gambling accounted for 43 percent of government revenue in 1999. Organized crime groups are associated
with the gambling industry through such activities as racketeering, loan sharking, and prostitution. As a result,
it is likely that the casino industry in particular provides an avenue for the laundering of illicit funds.

Macau has enacted three laws that deal with money laundering. These are: the Macau Financial System Act,
approved by Decree Law Number 32/93/M on July 5, 1993; the Law on Organized Crime, approved by Decree
Law Number 6/97/M on July 30, 1997; and Decree Law Number 24/98/M of June 1, 1998, which established
preventive anti-‐‑money laundering measures.

The Macau Financial System Act lays out regulations to prevent the use of the banking system for money
laundering. It requires the mandatory identification and registration of financial institution shareholders,
customer identification requirements, and external auditing. These regulatory measures are applicable to
credit institutions and financial companies headquartered in Macau and branches of credit institutions
headquartered abroad. In June 1996, the Monetary and Foreign Exchange Authority of Macau issued anti-‐‑
money laundering guidelines for banks. External audits include reviews of compliance with anti-‐‑money
laundering statutes.

Article 10 of the Law on Organized Crime criminalizes money laundering for the proceeds of all domestic and
foreign criminal activities and contains provisions for the freezing of suspect assets and instrumentalities of
crime. Although legal entities may be civilly liable for money laundering offenses, their employees may be
criminally liable. The preventive measures in Decree Law Number 24/98/M set forth requirements for
reporting suspicious transactions to the Judiciary Police and other appropriate supervisory authorities. These
reporting requirements apply to all legal entities supervised by the Monetary Authority, the Inspectorate of
Gaming, the Department of Finance, and the Inspectorate of Economic Activities. These entities include
pawnbrokers, antique dealers, art dealers, jewelers, and real estate agents.

Macau does not have a standard suspicious transactions report form. Only a minimal number of suspicious
transactions reports have been filed since the implementation of Decree Law 24/98/M. None has led to
prosecution. Concern in the banking industry about possible retribution from criminal elements is apparently
one reason for the small number of suspicious transactions reports from this sector. There have been no
reports filed on possible suspicious transactions occurring in the casinos. The Inspectorate of Gaming does not
play an active role in preventing money laundering in the casinos. Especially removed from official scrutiny are
activities and transactions that occur within quasi-‐‑private VIP rooms that cater to clients seeking-‐‑and willing to
pay for-‐‑anonymity within Macau's gaming establishments. Given the important economic role of the casino
industry, there is a concern in Macau about the economic effects of any efforts to combat money laundering.
Macau has no financial intelligence unit.

The Monetary and Foreign Exchange Authority of Macau started participating in meetings of the Asia/Pacific
Group on Money Laundering (APG) five years ago, but Macau is not an official member. Macau is a member of
the OGBS.

Macau offers two types of limited liability company formation that have implications for money laundering:
public corporations with the suffix designation "SARL" and quota companies with suffix designation "Lda."
Quota companies are more popular with foreign investors. Both types of limited liability companies allow for
shielding the identity of beneficial owners since shareholders in quota companies may be nominees and SARLs
are allowed to issue bearer shares. Although these commercial entities are subject to Macau's anti-‐‑money
laundering legislation, the characteristics allowing for anonymity are attractive for money laundering activities.

The Macau SAR government should place increased priority on the anti-‐‑money laundering issue and increase
resources devoted to enforcement. It should also consider adopting more effective anti-‐‑money laundering
legislation, including measures specifically designed to combat money laundering in the casinos and measures
that provide for bulk currency and threshold reporting. It should also review provisions in its company
formation statutes that prevent authorities from identifying the beneficial owners of businesses that might
serve as conduits for money laundering.

Macedonia, Former Yugoslav Republic of (Other). The Former Yugoslav Republic of Macedonia (FYROM) is
not a regional financial center. The country's economy is heavily cash-‐‑based because of the population's
distrust of the banking, financial, and tax systems. Money laundering in the FYROM most likely is connected to
financial crimes such as tax evasion, financial and privatization fraud, bribery, and corruption rather than
narcotics trafficking.

Article 273 of the FYROM's criminal code, which came into force in 1996, appears to criminalize money
laundering related to all crimes. The legislation specifically identifies narcotics and arms trafficking as
predicate offenses, and contains an additional provision that covers funds that are acquired from other
punishable actions. The Ministry of Finance reportedly has proposed legislation that would require covered



financial institutions to identify customers; to retain records for a minimum of five years; and to report
suspicious transactions. The legislation also would establish a financial intelligence unit (FIU).

The FYROM is a member of the Council of Europe's (COE) Select Committee of Experts on the Evaluation of
Anti-‐‑Money Laundering Measures (PC-‐‑R-‐‑EV), and in October 1999, underwent a mutual evaluation by the
group. The US Government has provided anti-‐‑money laundering training to FYROM law enforcement
authorities. The FYROM is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN
Convention against Transnational Organized Crime.

Madagascar (Other). Madagascar is not a regional financial center. Article 102 of Madagascar's 1997 drug law
criminalized money laundering related to drug trafficking.

Madagascar is a party to the 1988 UN Drug Convention, and in December 2000, it signed the UN Convention
against Transnational Organized Crime.

Malawi (Other). Malawi has one of the least-‐‑developed economies in the world. The country has seven
licensed commercial banks (five of which are operational), which are supervised by the Reserve Bank of Malawi,
Malawi's central bank. In 1994, the Government of Malawi eliminated its foreign exchange controls.

In 2000 Malawi became a member of the newly formed Eastern and Southern African Anti-‐‑Money Laundering
Group (ESAAMLG). Malawi is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN
Convention against Transnational Organized Crime.

Malaysia (Concern). Malaysia is not an important regional financial center and the extent of money laundering
in Malaysia is unknown. However, Malaysia offers a wide range of financial services (in the traditional financial
sector as well as through alternative remittance systems) that are potentially attractive to money launderers. In
particular, the country's offshore center, Labaun, has conditions conducive to money laundering and other
financial crimes. The Government of Malaysia has indicated its desire to enact comprehensive anti-‐‑money
laundering legislation in 2001.

The Dangerous Drugs (Forfeiture of Property) Act 1988 (FOPA) and the Anticorruption Act 1998 criminalized
the laundering of proceeds from these crimes, however, neither statute has been successfully used in a
criminal case. The FOPA also authorizes assistance to foreign countries in relation to matters connected with
drug trafficking. The Government of Malaysia (GOM) has a well-‐‑developed regulatory framework, including
licensing and background checks, to oversee onshore financial institutions. In 1993, the Bank Negara Malaysia
(BNM), the Malaysian central bank, issued "Guidelines on Money Laundering and 'Know Your Customer Policy"
to educate financial institutions on money laundering issues. Under the guidelines, banks should identify
customers, maintain transaction records, train their staffs on money laundering controls, and report suspicious
transactions to the BNM. The guidelines also provide a list of suspicious indicators to help banks determine
which transactions to report. However, these guidelines do not have the force of law.

Notwithstanding Malaysia's strict bank secrecy laws, Malaysian authorities do have access to banking
information when conducting a criminal investigation. However, the lack of a comprehensive anti-‐‑money
laundering statute makes money laundering an area of concern. Malaysia does have an asset forfeiture law that
allows seizure of criminal assets. Led by the BNM, Malaysia is now actively engaged in drafting a
comprehensive anti-‐‑money laundering bill, and has requested technical assistance from the US government.

In 1998, Malaysia imposed foreign exchange controls that restrict the flow of the local currency, the ringgit, to
outside Malaysia. Some smugglers of currency have since been arrested. Under these exchange control laws,
onshore banks must note cross-‐‑border transfers of over 10,000 ringgit (approximately US $2,630).

The potential for money laundering activities at the Malaysian offshore banking facility in Labuan is of
particular concern. The Labuan Offshore Financial Services Authority (LOFSA, often referred to simply as
"Labuan") provides a wide range of financial services such as offshore banking and trust partnerships, which
are restricted to the fields of accounting, actuarial science, engineering and law. There are 60 offshore banks
(52 foreign-‐‑owned), approximately 79 insurance companies, 4 mutual funds, 6 fund managers, and 20 trust
companies operating in Labuan. There are no reporting requirements for individual financial transactions.
Because there is no requirement to register offshore trusts, their number is not known. Nominee accounts are
permitted in Labuan, as are nominee directors of Labuan's approximately 2,574 international business
companies equivalents. There is no requirement to disclose the beneficial owner of a corporation. There is,
however, a government registry of corporate directors and shareholders, although this information is not
available to the public. Malaysia has several pieces of legislation dealing specifically with Labuan.

Malaysia has no bilateral agreements for the sharing of information on money laundering, but does allow
foreign countries to check the operations of their banks' branches. Malaysia is a party to the 1988 UN Drug
Convention. In 2000, Malaysia joined the Asia Pacific Group on Money Laundering (APG) and agreed to
participate in an APG mutual evaluation in July 2001. Malaysia will host the next plenary of the APG in May
2001. Malaysia has endorsed the Basle Committee "core principles" and adheres to them. Malaysia became a



member of the Offshore Group of Banking Supervisors (OGBS) in 1999.

The Government of Malaysia (GOM) should enact and enforce comprehensive anti-‐‑money laundering
legislation. Further expansion of Malaysia's participation in multinational anti-‐‑money laundering organizations
would also be helpful in ensuring that money launderers do not abuse Malaysian financial institutions,
including those in Labuan.

Maldives (Other). There is no significant financial activity or evidence of money laundering in the Maldives.
However, the Maldives does not have in place legislation that specifically addresses money laundering or
procedures or policies such as a suspicious transaction reporting system that would detect money laundering.

Although some officials in the Government of the Maldives want to establish an offshore financial center, the
Maldives's antiquated banking laws and regulations, and currency controls have hindered progress in this area.

The Maldives became a party to the 1988 UN Drug Convention in September 2000.

Mali (Other). Mali is one of the world's poorest countries, and has a poorly developed financial infrastructure.
In November 2000, Mali was one of 14 West African countries that attended a meeting to establish the
Intergovernmental Group of Action Against Money Laundering (GIABA).

Mali is a party to the 1988 UN Drug Convention.

Malta (Other). Malta does not appear to have a serious money laundering problem. The Maltese Financial
Services Center (MFSC), the regulatory agency responsible for licensing new banks and financial institutions,
also monitors financial transactions going through Malta.

The GOM criminalized money laundering in 1994. Maltese law imposes a maximum fine of approximately US
$2 million and/or 14 years in prison for those convicted. Also in 1994, the Central Bank of Malta issued the
Prevention of Money Laundering Regulations, applicable to financial and credit institutions, life insurance
companies, and investment and stock firms. These regulations impose requirements for customer
identification, record keeping, the reporting of suspicious transactions, and the training of employees in anti-‐‑
money laundering topics. In 1996,the central bank issued guidance notes to assist the banking sector in
implementing the regulations. In accordance with the regulations, suspicious transaction reports are filed with
the competent authority that supervises an institution (in the case of banks, the Maltese central bank), which
then forwards them to the Economic Crimes Unit of the Maltese Police. The GOM is establishing a financial
intelligence unit (FIU) to receive and analyze these reports.

Bank secrecy laws are completely lifted by law in cases of money laundering (or other criminal) investigations.
Bearer shares or anonymous accounts are no longer permitted in Malta.

Malta is a member of the Offshore Group of Banking Supervisors but has publicly announced that offshore
business will completely cease by 2004. No further offshore registration of banks or IBCs has been possible
since January 1997. In 2000, four offshore banks continued to operate (two of which are subsidiaries of local
banks) and 757 IBCs, which continued to act as nominee companies, were registered. The FATF, which
reviewed Malta's financial regime via the FATF Non-‐‑cooperative Countries and Territories exercise, did not
determine that Malta was a non-‐‑cooperative jurisdiction but did urge Malta "to accelerate the phasing-‐‑out of
the nominee company system."

In July 2000, the FBI gave a formal training course in basic money laundering and asset forfeiture
investigations to 40 GOM officers of the Economic Crimes Unit who will be part of the new FIU.

Malta is a member of the Council of Europe' Select Committee of Experts on the Subject of Anti-‐‑Money
Laundering Measures (PC-‐‑R-‐‑EV). Malta is a party to the 1988 UN Drug Convention, and in December 2000,
signed the UN Convention against Transnational Organized Crime.

Marshall Islands (Concern). The Republic of the Marshall Islands, located in the North Pacific Ocean, in a
group of atolls, with a population of approximately 65,000, is a constitutional government in free association
with the United States. In June 2000, the FATF listed the Marshall Islands as a non-‐‑cooperative jurisdiction. In
response, the Marshall Islands has adopted comprehensive anti-‐‑money laundering legislation to address most
of the deficiencies identified by the FATF. However, inadequate commercial law requirements still leave the
Marshall Islands vulnerable to financial crime and money launderers.

Marshall Island non-‐‑resident corporations (NRCs)-‐‑the equivalent of international business companies (IBCs)-‐‑
are of the greatest concern. The Association Law of the Republic of the Marshall Islands of 1990 is the
legislative basis for establishing NRCs, of which, by December 2000, there were reportedly 4000 registered,
half of which are companies formed for the purpose of registering ships. NRCs are allowed to offer bearer
shares. Corporate officers, directors, and shareholders may be of any nationality and live anywhere, and their
names need not be disclosed on incorporation records. Corporate entities may be listed as officers and
shareholders and although NRCs must maintain a registered office in the Marshall Islands, the Associations



Law of 1990 allows for corporations to transfer domicile into and out of the Marshall Islands with relative ease.
Marketers of offshore services via the Internet promote the Marshall Islands as a favored jurisdiction for
establishing NRCs. All NRCs are formed and registered by an American company that has the exclusive
contract to do so on behalf of the GRMI. In addition to NRCs, the Marshall Islands offers non-‐‑resident trusts,
partnerships, unincorporated associations, and domestic and foreign limited liability companies. Under the law
of the Republic, NRCs are prohibited from engaging in any "financial institutions" type of activities such as
those defined in section two of the Banking (Amendment) Act 2000. Offshore banks and insurance companies
are not permitted in the Marshall Islands.

Citing many of the deficiencies in its anti-‐‑money laundering program, the FATF in June 2000 listed the
Marshall Islands as one of 15 jurisdictions that were non-‐‑cooperative in international anti-‐‑money laundering
efforts. The report noted:

It lacks a basic set of anti-‐‑money laundering regulations, including the criminalization of money laundering,
customer identification and a suspicious transaction reporting system. While the size of the financial sector in
the Marshall Islands is limited with only three onshore banks and no offshore banks, the jurisdiction has
registered about 3,000 IBCs. The relevant information on those international companies is guarded by the
excessive secrecy provision and not accessible by financial institutions.

Following the FATF exercise, the US Treasury Department, citing similar concerns, issued an advisory to US
financial institutions advising them to "give enhanced scrutiny" to all financial transactions involving the
Marshall Islands.

In response, the Marshall Islands has adopted some important anti-‐‑money laundering measures. In October
2000, the Marshall Islands parliament adopted the Banking (Amendment) Act of 2000, which requires
customer identification for accounts, mandates the reporting of suspicious transactions to a central authority,
and criminalizes money laundering relating to serious offenses. However, the Act contains no additional
requirements for NRCs such as annual reports or disclosure of beneficial ownership.

In November 2000, the GRMI approved the establishment of a financial intelligence unit that will be
empowered to exchange information with international law enforcement agencies and financial regulators, as
well as assist in investigations.

The GRMI needs to draft and issue regulations to implement its new anti-‐‑money laundering legislation, and
needs to assert supervisory authority over its limited financial services sector with particular emphasis paid to
company formation.

Mauritius (Other). Money laundering occurs in Mauritius; however, there is no concrete information as to its
amount or origin. Mauritius has an offshore sector.

In 2000, the Financial Action Task Force (FATF) conducted a review of Mauritius's anti-‐‑money laundering
regime against 25 specified criteria. Mauritius was not identified by the FATF as a noncooperative country in
the international fight against money laundering. However, the FATF in its June report noted the following
about Mauritius's anti-‐‑money laundering regime:

Mauritius has a range of legislation governing the domestic and offshore financial services industries. Some
concerns have been identified regarding the identity of directors and beneficial owners of offshore trusts but
the Economic Crime and Anti-‐‑Money Laundering Act, passed on 13 June 2000, reinforces the existing
legislation in the prevention of and fight against money laundering.

The Economic Crime and Anti-‐‑Money Laundering Law (ECAMLL) requires financial institutions, cash dealers,
and professionals to report suspicious transactions to the country's central bank, the Bank of Mauritius, which
forwards the reports to the independent Economic Crimes Office (ECO). The ECO is responsible for
investigating suspicious transactions reports (STRs). Members of professions who deal with financial
transactions, including notaries and lawyers, are required to file STRs directly with the ECO. By year's end, the
ECO had initiated more than 20 investigations based on STRs. The ECAMLL also authorizes international
cooperation in money laundering investigations, and requires financial institutions to maintain adequate
records of financial transactions.

Since passage of the Mauritius Offshore Business Activities Act in 1992, approximately 15,000 offshore
businesses have been formed, (of which 10,700 are currently active) and 11 offshore banks have been granted
licenses. Applications to form offshore companies are reviewed by the Mauritius Offshore Business Activities
Authority (MOBAA), which provides a recommendation to the Ministry of Finance. The Banking Act of 1988
subjects all offshore banking activities to the supervision of the central bank. The central bank's prior approval
is required to open foreign currency accounts at offshore banks. Offshore insurance companies and other non-‐‑
banking businesses fall under the supervisory authority of the MOBAA. The Government of Mauritius (GOM)
has announced its intention in 2001 to create a Financial Services Authority that will supervise all of Mauritius's
financial services entities.



Mauritius is a signatory to the 1988 UN Drug Convention, but has not yet ratified the convention. In December
2000, Mauritius signed the United Nations Convention against Transnational Organized Crime. Mauritius is a
member of the Eastern and Southern Africa Anti-‐‑Money Laundering Group (ESAAMLG), and the Offshore Group
of Banking Supervisors.

Mexico (Primary). Mexico's financial institutions engage in currency transactions involving international
narcotics trafficking proceeds that include significant amount of US dollars. Mexican drug trafficking
organizations continue to exploit Mexican banks and money exchange institutions by transferring illicit
proceeds to financial systems worldwide. The smuggling of bulk shipments of US currency into Mexico and the
movement of the cash back into the United States via couriers and armored vehicles, as well as through wire
transfers, remain favored methods for laundering drug proceeds. Although drug trafficking continues to be the
principal source of the laundered proceeds, other crimes including kidnapping, corruption, firearms
trafficking, and immigrant trafficking are also major sources of illegal proceeds. President Fox has publicly
pledged to attack government corruption, which in the past has hindered anti-‐‑money laundering efforts and
compromised criminal investigations and prosecutions.

During 2000, the Government of Mexico (GOM) increased its efforts at combating narcotics trafficking and
money laundering. The Secretariat of Finance and Public Credit (Hacienda), the National Banking Commission
and the Office of the Attorney General (PGR) not only made greater efforts at enforcing the measures available
to them under the existing law, but also sought to close loopholes by expanding preventive measures. These
included new regulations issued in December 2000 that extended reporting, record keeping, and customer
identification requirements to non-‐‑bank financial institutions. The regulations entered into force February 1,
2000.

Substantively, the Mexican anti-‐‑money laundering system contains the essential elements to meet
international standards such as those of the Financial Action Task Force (FATF) Forty Recommendations. Article
400 bis of the Federal Penal Code (in effect since 1996) extends the money laundering offense to all criminal
activity and applies as well to the proceeds of offenses committed in foreign jurisdictions. Official corruption
has been addressed with Mexico's anti-‐‑money laundering laws; penalties are increased by 50 percent when the
crime involves a government official in charge of the prevention, investigation or prosecution of money
laundering. Banks and other financial institutions (e.g. mutual savings companies, insurance companies,
financial advisers, currency exchange houses, stock market, credit institutions) are required to know and
identify customers, and maintain records of transactions. They must report currency transactions over
$10,000, and transactions considered suspicious or unusual to Hacienda's Attached General Directorate for
Transactions Investigations (DGAIO), Mexico's financial intelligence unit (FIU).

In 2000, the DGAIO began automated filing of transaction reports from the financial sector and instituted a
series of checks to ensure integrity. Through the end of the year, the DGAIO processed more than 6.5 million
currency transaction reports, nearly 1,500 suspicious activity reports; and opened over 100 new investigations.

The DGAIO and the banking community continue to expand access to the automated filing network and have
sponsored seminars and conferences for the entire banking community (bankers, regulators, and examiners).
Overall, industry compliance with reporting has improved. At the November 2000 annual meeting of the
Mexican Banking Association, self-‐‑imposed reporting requirements were promulgated within the banking
sector.

In 1998, the PGR established a special prosecutorial unit that continues to develop a staff of in-‐‑house expert
investigators to strengthen the money laundering cases presented to the judiciary. In 2000, Mexico initiated 27
prosecutions involving some 53 individuals under its money laundering laws. Of these, 31 have been arraigned
but none sentenced. In 2000, three convicted individuals were sentenced in cases dating from 1998.

In January 2000, the US Department of the Treasury and the Mexican Hacienda entered into a Memorandum of
Understanding for the exchange of information on the cross-‐‑border movement of currency and monetary
instruments. The responsible authorities for the implementation of this MOU are the US Treasury's Financial
Crimes Enforcement Network (FinCEN) and the DGAIO. In December 2000, Mexico amended its Customs Law to
reduce the threshold for reporting inbound cross border transportation of currency or monetary instruments
from $20,000 to $10,000. At the same time, it established a requirement for the reporting of outbound cross-‐‑
border transportation of currency or monetary instruments of $10,000 or more.

Mexico is a full and active partner in the Money Laundering Group of the US/Mexico High-‐‑Level Contact Group.
Mexico and the United States continue to implement their bilateral treaties and agreements for cooperation in
law enforcement issues, including the Mutual Legal Assistance Treaty (MLAT), the Executive Agreement on
Asset Sharing, and the Financial Information Exchange Agreement (FIEA). Mexico has also entered into bilateral
agreements with other countries that provide for international cooperation on money laundering matters.

In June 2000, Mexico was accepted as a full FATF member, and joined the Caribbean FATF as a cooperating
and supporting nation. Through membership and participation in the FATF, the Egmont Group of FIUs and the



OAS/CICAD Experts Group to Control Money Laundering, Mexico continues to expand its presence at
international anti-‐‑money laundering fora. Mexico is a party to the 1988 UN Drug Convention, and in December
2000, signed the United Nations Convention against Transnational Organized Crime.

Through workshops with industry representatives, the Mexican Secretariat of Finance and Public Credit has
sought to clarify the implementation procedures of the 1998 regulations for transaction reporting. Substantial
progress has been made in the past year but there is still misunderstanding throughout the financial sector of
what is required to be reported. Mexico is positioning itself to guard against electronic money laundering and
the use of "smart cards" by examining domestic industry standards. Although no investigations have been
initiated, these new technologies may present the greatest challenge as Mexico integrates into a global
economy.

Mexico has established a sound legislative basis for its anti-‐‑money laundering policies, and has demonstrated
an international commitment to combat money laundering. However, one weak area that remains is that
customer identification provisions do not apply to third party beneficiaries, which affects high value
transactions made by individuals on behalf of the principal account holders. Identifying the true owners of the
bulk cash that transits the US-‐‑Mexican border must remain a priority item for both governments to stem
transactions involving international narcotics trafficking proceeds.

Mexico also continues to lack sufficient qualified and experienced personnel in the regulatory agencies and
within the banking community to implement and enforce oversight and compliance programs. Additional
efforts also need to be directed towards developing cooperative relationships among law enforcement,
financial regulators and the financial sector to reduce vulnerabilities. Finally, Mexico needs to follow through
on recent pledges and efforts to combat corruption to ensure that its anti-‐‑money laundering program is
successful.

Micronesia (Other). The Federated States of Micronesia (FSM) is a constitutional government in free
association with the United States. It is not a regional financial center. There are four financial institutions in
the country-‐‑two local banks and two foreign branches. There have been no known money laundering schemes
related to narcotics proceeds. Financial crimes, such as bank fraud, do not appear to be increasing in
frequency. Contraband smuggling, centered on alcohol and tobacco products, may generate illicit proceeds.
The FSM does not permit offshore banking.

Moldova (Other). Moldova is not a significant financial or money laundering center. Awareness of money
laundering among government officials and financial institutions has been aided by the assistance of US
experts from the Treasury Department, who provided training, advice and consultation related to the
prevention of money laundering. In addition, the FBI is presenting an ongoing series of courses on fighting
organized crime and corruption in Moldova. Moldova has drafted a statute on money laundering, however, it is
currently in the legislative process and has not been approved.

Moldova is a party to the 1988 UN Drug Convention. In December 2000, Moldova signed the UN Convention
against Transnational Organized Crime. Moldova is a member of the Council of Europe Select Committee of
Experts on the Evaluation of Anti-‐‑Money Laundering Measures (PC-‐‑R-‐‑EV), a FATF-‐‑style body.

Monaco (Concern). The Principality of Monaco is not a regional financial center. However, it is considered
vulnerable to money laundering because of its strict bank secrecy laws and extensive network of casinos.
Russian organized crime and the Italian Mafia reportedly have laundered money in Monaco.

Monaco has 70 financial institutions, 37 of which are banks. Most of the banking sector is concentrated in
portfolio management and private banking. The subsidiaries of foreign banks operating in Monaco can
withhold customer information from the parent bank. Monaco also has an offshore sector, and permits the
formation of both trust and international business companies (IBCs). Monaco permits the formation of five
different types of IBCs: limited liability companies; branches of foreign parent companies; partnerships with
limited liability; partnerships with unlimited liability; and sole proprietorships. Ready-‐‑made "shelf companies"
are not permitted. The incorporation process generally takes 4 to 9 months. Monaco does not maintain a
central registry of IBCs, and authorities have no legal basis for seeking information on the activities of offshore
companies.

In 2000, the Financial Action Task Force (FATF) conducted a review of Monaco's anti-‐‑money laundering regime
against 25 specified criteria. Monaco was not identified by the FATF as a noncooperative country in the
international fight against money laundering. However, the FATF in its June report noted the following about
Monaco's anti-‐‑money laundering regime:

The anti-‐‑money laundering system in Monaco is comprehensive. However, difficulties have been encountered
with Monaco by countries in international investigations on serious crimes that appear to be linked also with
tax matters. In addition, the FIU of Monaco (SICCFIN) suffers a great lack of adequate resources. The
authorities of Monaco have stated that they will provide additional resources to SICCFIN.



Money laundering in Monaco is a criminal offense. Banks, insurance companies, and stockbrokers are required
to report suspicious transactions and to disclose the identities of those involved. Casino operators must alert
the government to gambling payments suspected to be derived from drug trafficking or organized crime.
Another law imposes a 5-‐‑10 year jail sentence for anyone convicted of using ill-‐‑gotten gains to purchase
property (which is itself subject to confiscation).

Monaco established its financial intelligence unit, the Service d'Information et de Controle sur les Services
Financiers (SICCFIN), to collect information on suspected money launderers. The SICCFIN is a member of the
Egmont Group.

Monaco is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN Convention against
Transnational Organized Crime.

Mongolia (Other). Mongolia is not a regional financial center. However, Mongolia's vulnerability to
transnational crimes such as money laundering most likely has grown with the country's increased levels of
international trade and tourism. Mongolia's long, unprotected borders with Russia and China make it
particularly vulnerable to smuggling and narcotics trafficking. Illegal money transfers and public corruption are
other sources of illicit funds in Mongolia. In 2000, Mongolian police seized approximately $1 million in
counterfeit US currency. Mongolia does not have anti-‐‑money laundering legislation. Moreover, Mongolia's
ability to fight all forms of transnational crime is hampered by a weak legal system, and an inability to
effectively patrol its borders, to detect illegal smuggling, and to conduct transnational criminal investigations.

The Government of Mongolia (GOM) has made protection of its borders a priority. The GOM has increased its
participation in regional and international fora that focus on transnational criminal activities. For example,
Mongolia is working with other countries in the region to join the Asia-‐‑Pacific Group on Money Laundering. US
Government assistance to the GOM includes international visitor programs on transnational crime and counter
narcotics measures, and joint operations and training by regional representatives of the Drug Enforcement
Administration, the Internal Revenue Service, and the Secret Service.

Montserrat (Other). Montserrat is a Caribbean Overseas Territory of the United Kingdom. Volcanic activity
between 1995 and 1998 greatly reduced the population and business activity on the island, although an
offshore financial services sector remains that may attract money launderers. As with the other British
Caribbean Overseas Territories, Montserrat underwent a thorough evaluation of its financial regulation in
2000, co-‐‑sponsored by the local and British governments.

Montserrat's offshore sector consists of 15 offshore banks and 22 international business companies (IBCs). The
Financial Services Centre (FSC) regulates offshore banks, whereas the Eastern Caribbean Central Bank
supervises Montserrat's three domestic banks. IBCs may be registered using bearer shares, providing for
anonymity of corporate ownership.

The Proceeds of Crime Act (POCA) 1999 criminalized the laundering of proceeds from any indictable offense
and mandated the reporting of suspicious transactions to a Reporting Authority. However, the Reporting
Authority has not yet been established. Although the Act directs the Governor to issue a code of practice
establishing further regulations for financial institutions, the code of practice has not yet been issued.

US law enforcement cooperation with Montserrat is facilitated by a treaty with the UK that governs mutual legal
assistance in criminal matters with several of the UK's overseas territories. Montserrat is a member of the
Caribbean Financial Action Task Force (CFATF), and through the UK, is subject to the 1988 UN Drug
Convention.

Montserrat should issue regulations to implement the POCA and establish the Reporting Authority to act as a
financial intelligence unit. It should enact measures to identify and record the beneficial owners of IBCs. It
should also increase resources to financial supervision, especially as it looks to again expand its offshore
sector, to help ensure that money launderers do not abuse Montserrat's financial services.

Morocco (Other). Morocco is not a regional financial center and the extent of money laundering in Morocco is
unknown. However, Morocco remains an important producer and exporter of cannabis, which generates
proceeds that must be laundered in Morocco or abroad. Moroccan government officials have indicated that
they believed money was being laundered through bulk smuggling of cash and the purchase of smuggled
goods. Banking officials have indicated that the country's system of unregulated money exchanges provides a
venue for launderers. Morocco has not criminalized money laundering.

The Moroccan banking system is modeled after the French system and consists of 16 banks, five government-‐‑
owned specialized financial institutions, approximately 30 credit agencies, and 12 leasing companies. The
monetary authorities in Morocco are the Ministry of Finance and the central bank, Bank Al Maghrib, which
monitors and regulates the banking system. Bank Al Maghrib has decreed that all financial institutions must
institute a customer identification policy and maintain certain transaction records for a certain (unspecified)
period of time.



A mutual legal assistance treaty entered into force between the United States and Morocco in 1993. Morocco is
a party to the 1988 UN Drug Convention. In December 2000, Morocco signed the United Nations Convention
against Transnational Organized Crime.

Mozambique (Other). Mozambique is not a regional financial center and does not have an offshore sector.
Although the extent of money laundering in Mozambique is not known, it most likely is limited because of the
country's small commercial banking sector. However, lax oversight and weak banking regulations, as
demonstrated by recent bank scandals, suggest that Mozambique's financial institutions are vulnerable to
money laundering. In particular, there is concern that the proceeds of arms trafficking and stolen vehicles
sales may be laundered through Mozambique's financial institutions.

Mozambique criminalized money laundering related to narcotics trafficking through the 1997 antinarcotics
law. In a 2000 address to Parliament, the attorney general underscored the importance of passing new anti-‐‑
money laundering legislation that conforms to the 40 FATF Recommendations. The Parliament reportedly is
considering additional anti-‐‑money laundering legislation.

Mozambique is a party to the 1988 UN Drug Convention, and a member of the Eastern and Southern Africa
Anti-‐‑Money Laundering Group (ESAAMLG).

Namibia (Other). Namibia is not a financial center. There are indications of drug trafficking and abuse, but no
evidence of narcotics-‐‑related money laundering. Namibia currently has no laws against money laundering in
place, nor does it have the necessary procedures to detect it.

Namibia is not a party to the 1988 UN Drug Convention. In December 2000 Namibia signed the United Nations
Convention against Transnational Organized Crime. Namibia is a member of the Eastern and Southern Africa
Anti-‐‑Money Laundering Group (ESAAMLG), a FATF-‐‑style regional body.

Nauru (Primary). Nauru is a small central Pacific Island nation with a population of approximately 10,600. It is
an independent republic, an associate member of the British Commonwealth, and recently joined the United
Nations. The legal, supervisory, and regulatory processes in Nauru present significant opportunities for the
laundering of the proceeds of crime, and allow criminals who make use of those systems to increase
significantly their chances to evade effective investigation or punishment.

Nauru is an established "zero" tax haven-‐‑it does not levy any income, corporation, capital gains, real estate,
inheritance, estate, gift, sales, or stamp taxes. It is an offshore banking center with a number of weaknesses in
its regulatory structures. The Nauru Agency Corporation (NAC) licenses offshore banks, and in turn, acts as a
shareholder or director of the banks it licenses. The government-‐‑owned Bank of Nauru acts as the central bank
for monetary policy; but it has no regulatory function over offshore banks. Nauruan authorities are unable to
verify information provided by applicants for offshore banking licenses or those registering corporations on
the island. The required documentation is routinely processed through registered agents. Even though bank
applications require a certified police record stating that the applicant has no criminal record, Nauruan
authorities do not have the ability to check the bona fides of such documents.

Citing many of these deficiencies, including excessive bank secrecy provisions that guard against the
disclosure of the relevant information, the Financial Action Task Force (FATF) identified Nauru as a non-‐‑
cooperative country and territory in its June 2000 report. The FATF report criticized the lack of basic anti-‐‑
money laundering regulations, including the criminalization of money laundering. The FATF report cited the
poor supervision of Nauru's offshore banks. Specifically, the report criticized the fact that Nauru's 400 offshore
banks are not required to obtain identification information from its customers, maintain customer
identification or transaction records, or report suspicious transactions. Nauru banks are known for dealing in
bearer shares, which provide for secrecy of operations and anonymity.

Following the FATF determination, the US Treasury Department issued an advisory to US financial institutions
advising them to "give enhanced scrutiny" to all financial transactions involving Nauru.

Russian organized crime has exploited Nauru's offshore financial sector. Nauru gained notoriety in 1999
because of allegations that several billions of dollars of Russian financial transactions had passed through
banks chartered in Nauru. Nauru's Russian clientele reportedly use this route to avoid scrutiny by Russian
officials. A number of transactions, initiated by Russian and Asian organizations with alleged ties to organized
crime, are assumed to be criminally derived. In April 2000, the Government of Nauru asked Russian officials to
provide evidence of money flowing from Russia through Nauru and claimed that it would take available steps
to prevent Nauru's banking system from being used in money laundering operations, once it received such
evidence.

The Bank of New York case illustrates how a bank in Nauru can be used for money laundering purposes. To
conceal the true source of the funds, Russian accomplices in this case used a number of offshore banks in the
Pacific. In 1996 these individuals acquired control of "Sinex Bank Inc."-‐‑a registered offshore bank in Nauru.
From 1996 to 1999, Sinex Bank was identified as the ordering party for more than $3 billion in funds



transferred from Russian bank correspondent accounts at the Bank of New York to various shell corporation
accounts. Although Sinex Bank conducted no actual banking operations in Nauru, it was used as a front to
facilitate the illegal transfer of money out of Russia.

Nauru has confirmed its awareness of the impact of the deficiencies in its anti-‐‑money laundering processes,
taken some steps to address these concerns, and expressed a willingness to cooperate with the international
efforts to combat money laundering. It has cooperated with officials from the United States and other countries
in certain criminal investigations involving Nauruan institutions. It has recently suspended the licenses of a
large number of institutions pending a review of their ownership. It has blocked the registration of any new
banks on behalf of any Russian individual or entity and cancelled contracts with a number of agents. The
Government of Nauru is considering legislative changes that could redress a number of the problems in its
banking laws, and has requested relevant technical assistance in order to do so.

The Government of Nauru facilitated on-‐‑site inspections of its financial system by US officials in 2000. It is a
member of the South Pacific Forum and has participated in its efforts to establish a regional financial
intelligence center. However, Nauru has not made any advances toward its commitment to the Honiara
Declaration, which calls on Forum countries to implement the FATF 40 Recommendations.

Nauru needs to pass and enforce comprehensive anti-‐‑money laundering legislation and enact bank supervisory
practices that are in accord with accepted international standards so that it can protect its financial services
industry and economy from criminals and criminal organizations. Despite verbal commitments by Nauru to
reform its offshore sector, no concrete action has been forthcoming.

Nepal (Other). Nepal is not a regional financial center. Nepal currently does not have an offshore sector.
However, the Government of Nepal (GON) has explored the development of an offshore sector. There are no
indications that Nepal is used as an international money-‐‑laundering center. US Government officials have
offered assistance to the GON to help it develop a proper legal framework to deter money laundering.

The GON has not criminalized money laundering, and in 2000, legislative action on money laundering, mutual
legal assistance, and witness protection remained stalled.

The GON exchanges information in connection with international narcotics investigations and proceedings.
Regulations to ensure the availability of adequate records do not meet international standards.

Nepal is a party to the 1988 UN Drug Convention. Nepal is an observer jurisdiction to the Asia/Pacific Group
on Money Laundering.

The Netherlands (Primary). The Netherlands is a major regional financial center and, as such, provides
opportunities for laundering funds generated from a variety of illicit activities, including narcotics trafficking
and financial fraud. Narcotics proceeds are often related to the sale of heroin, cocaine or cannabis. Some
narcotics proceeds are derived from the local, illegal production and sale of cannabis products or designer
drugs such as ecstasy. Money laundering in The Netherlands is believed to occur through the banking system,
money exchange houses (bureaux de change), casinos, credit card companies, insurance and securities firms,
stockbrokers and money transfer offices. Money laundering in The Netherlands is most likely controlled by
major drug cartels and other international criminal organizations.

The Netherlands' anti-‐‑money laundering regime is in compliance with FATF and other international standards.
Money laundering relating to any crime has been an offense in The Netherlands since 1994, although
prosecutors must first prove the underlying offense before prosecuting for money laundering. The Dutch
parliament is currently debating draft legislation that would make money laundering a separate offense. This
bill also includes provisions that would ease somewhat the government's burden of proof regarding the
criminal origins of proceeds, as the government believes the current standard is too high and can adversely
affect money laundering prosecutions. Under the new bill, it should be sufficient to prove that the proceeds
"apparently" originated from a crime.

Since 1996, organizations providing commercial services, such as accountants, lawyers and notaries, have
applied money laundering reporting procedures within their professions. The Money Transfer and Exchange
Offices Act will be submitted to Parliament this spring. If passed, it will replace the existing Exchange Offices
Act, and as such it will also require money transfer offices, in addition to exchange offices, to obtain a permit
to operate.

The Office for the Disclosure of Unusual Transactions (MOT), which was established in 1994, is The
Netherlands' financial intelligence unit (FIU). The MOT reviews and analyzes unusual transactions. Because of
the conversion of national banknotes and coins into Euro, which will take place between January 1, 2002 and
January 28, 2002, the indicators have been adjusted in order to disclose transactions related to the conversion.
Suspicious transactions are provided, with preliminary investigative information, to the National Public
Prosecutor. The MOT is currently negotiating with notaries to implement suspicious activity indicators for
disclosure in connection with the activities of this professional group, in preparation to implement the Second



EU Directive on Money Laundering. The MOT is a member of the Egmont Group and has information sharing
agreements with eight other countries.

In December 2000, The Netherlands signed the United Nations Convention against Transnational Organized
Crime. The Netherlands is also a party to the 1988 UN Drug Convention and the 1990 Strasbourg Convention
on Money Laundering and Confiscation. The Dutch participate in the Basle Committee, and have endorsed the
Committee's September 1997 "Core Principles for Effective Banking Supervision." There is a Mutual Legal
Assistance Treaty in effect between The Netherlands and the US, as well as a forfeiture cooperation and asset
sharing agreement. The Netherlands is a member of the Financial Action Task Force and participates in the
Caribbean Financial Action Task Force as a Cooperating and Supporting Nation.

The Netherlands should continue to refine its anti-‐‑money laundering regime, particularly with respect to
increasing its ability to prosecute money laundering and financial crimes.

Netherlands Antilles, The (Concern). The Netherlands Antilles consists of the Caribbean islands of Curacao,
Bonaire, the Dutch part of Sint Maarten/St. Martin, Saba and Sint Eustatius. The growing offshore financial
services industry, gaming industry, and lack of border controls between Sint Maarten and St. Martin creates
opportunities that could be exploited by money launderers. However, the Netherlands Antilles Government has
made it a priority to develop a comprehensive anti-‐‑money laundering program and continues to strengthen its
anti-‐‑money laundering legislation.

In 2000 the Government expanded the anti-‐‑money laundering law to include suspicious activity reporting
requirements for gems and real estate dealers. Also, senior government officials reached agreement on the
"underlying crime" portion of the money laundering law. As a result, prosecutors no longer are required to
prove that a suspected money launderer also committed an underlying crime (such as theft) in order to obtain
a money-‐‑laundering conviction. It is now sufficient to establish that a money launderer knew, or should have
known, of the money's illegal origin.

Recommendations for more specific indicators of suspicious activity for financial reporting await the Finance
Minister's approval. There already has been a substantial increase in the number of unusual transaction reports
submitted by the offshore sector, largely because of increased training. A proposal to bring credit card and
currency transactions into the reporting system for unusual financial transactions also awaits the Finance
Minister's approval.

At the request of the Committee Against Money Laundering, the Gaming Control Board of Curacao is currently
reviewing a ministerial proposal to extend suspicious transaction reporting to casinos. If the Board provides no
comments within the specified two-‐‑month comment period, the Finance Minister will implement this proposal.

The central bank has completed development of guidelines on detecting and deterring money laundering;
these will be issued to the banking sector soon.

In 2000, the Association of Public Notaries introduced a list of indicators that will be used to report unusual
transactions.

Progress on tightening oversight of trusts has been slowed by complications arising from the new fiscal
framework being developed by the Netherlands and Netherlands Antilles. The Netherlands Antilles had
proposed legislation that included provisions allowing the establishment of a type of closed corporation, which
would be taxed at a zero-‐‑rate. The Netherlands has modified the legislation proposed by the Netherlands
Antilles and, until a final version is enacted, new regulations cannot be established and enforced.

On August 1, 2000, the Netherlands Antilles Asset Seizure Law became effective. This law allows a public
prosecutor to seize the proceeds of any crime once the crime is proven in a court of law.

In July 2000 cross border currency reporting legislation was presented to the Parliament, but it was not
enacted by year's end. This legislation is expected to be approved in 2001.

Unusual transactions must by law be reported to the Netherlands Antilles Reporting Center, Meldpunt
Ongebruikelijke Transacties (MOT NA), which collects and analyzes them. Some concern has been expressed
over the ability of the MOT NA's small staff to handle a large influx of unusual transaction reports. The staff at
the MOT NA, however, has worked diligently to enhance the effectiveness and efficiency of their reporting
system. New software has been developed to enable institutions to send reports to the MOT NA electronically.
In addition, legislation providing for the exchange of information between MOT NA and other financial
intelligence units is now in the Central Committee of Parliament. The MOT NA is a member of the Egmont
Group.

Law enforcement statistics improved in the Netherlands Antilles this year. Where previously there were no
prosecutions for money laundering, Antillean courts convicted 14 individuals of money laundering this year
and investigations are underway in another 11 cases.



The Netherlands Antilles has a large number of offshore financial service providers, including 42 offshore
banks, mutual funds, international finance companies, and trust companies. Nearly 21,000 international
business companies (IBCs) are registered in the Netherlands Antilles and may be registered using bearer
shares. The law on bank supervision states that offshore banks must have a physical presence on the islands,
hold their records there, and not give or receive payments in cash. The central bank supervises offshore banks,
and some mutual funds are supervised by other entities. None of the other institutions are supervised by
Netherlands Antilles authorities. The central bank also indicates that banks on Curacao usually maintain copies
of bearer share certificates for IBCs maintaining accounts, which include information on the beneficial owner.

As part of the Kingdom of the Netherlands, the Netherlands Antilles is a member of the Financial Action Task
Force. It also is a member of the Caribbean Financial Action Force. The Netherlands Antilles operates under the
Netherlands's Mutual Legal Assistance Treaty with the United States. Cooperation is excellent. The MOT NA has
an information sharing agreement with its counter-‐‑part in the Netherlands, the MOT.

The Netherlands Antilles has implemented most of its anti-‐‑money laundering legislation. The Netherlands
Antilles should move expeditiously to enact new proposals that would further strengthen its anti-‐‑money
laundering program such as those measures related to casinos, cross-‐‑border currency reporting, and
extension of unusual transactions reporting to additional types of financial institutions. The Netherlands
Antilles must continue to exercise due diligence and supervision over its offshore sector, including
identification of the beneficial ownership of business accounts, so that its financial institutions and services
industry are not used to launder money. Success for the Netherlands Antilles will be contingent upon
continued vigilance and forceful implementation of its anti-‐‑money laundering regime.

New Zealand (Other). Evidence exists that money laundering takes place in New Zealand, although not to a
significant extent. Narcotics proceeds and commercial crime are the primary sources of illicit funds.
International organized criminal elements are also present in New Zealand.

New Zealand has been active in promoting efforts to combat money laundering in the South Pacific region. In
September 2000, it hosted a workshop that brought together representatives from Pacific Island Forum
nations, the IMF, World Bank and other interested parties to discuss general money laundering issues as well
as specific plans to set up a regional financial intelligence unit (FIU). This initiative built on the New Zealand
Government's "Forum Islands Road Show" series of visits to 13 South Pacific island nations that took place
between May and November 1998 to discuss the regional dimensions and risks of financial crime. The
September workshop recommendations were subsequently adopted at the 31st Pacific Islands Forum held in
Kiribati in October 2000. Specifically, the Forum recognized the importance of information and intelligence
sharing among its members and welcomed the proposal to establish a Project Office within the Forum
Secretariat. The main function of the Project Office will be to work on details of a Regional Financial
Intelligence Information Sharing Facility, as well as to assist Forum members countries in establishing domestic
FIUs.

A 1995 amendment to New Zealand's Crimes Act 1961 criminalized the laundering of proceeds knowingly
derived from a serious offense. The Financial Transaction Reporting Act 1996 contains obligations for a wide
range of financial institutions, including banks, credit unions, casinos, and real estate agents, lawyers, and
accountants. These entities must identify clients, maintain records, and report suspicious transactions. The Act
also contains a "safe harbor" provision and requires the reporting of large cross-‐‑border currency movements.

New Zealand is a party to the 1988 UN Drug Convention, and in December 2000, signed the United Nations
Convention against Transnational Organized Crime. New Zealand is a member of the Financial Action Task
Force (FATF), the Asia/Pacific Group on Money Laundering (APG), and the South Pacific Forum. Its financial
intelligence unit is a member of the Egmont Group.

Nicaragua (Concern). Nicaragua is not considered to be a regional financial center, and it does not have an
offshore sector. Nicaragua's financial system is particularly vulnerable to drug money laundering because of
the drug-‐‑trafficking activity in the region.

An area of specific concern is Nicaragua's weak regulation and oversight of its banking system, as highlighted
by local media reports that have alleged massive fraud in the recent collapse of Intercontinental Bank
(Interbank).

Nicaragua has criminalized money laundering related to drug trafficking, and requires banks to report cash
deposits that exceed US $10,000 to the Commission of Financial Analysis (CFA). However, the CFA has not yet
been established because the Government of Nicaragua (GON) does not have the resources and technical
expertise to do so. Once operational, the CFA will be subordinate to the Ministry of Government, and will be
comprised of representatives from various elements within the government, such as law enforcement and the
Superintendency of Banks. Nicaragua has not successfully prosecuted a money laundering case.

Nicaragua is a party to the 1988 UN Drug Convention, and in December 2000, signed the United Nations
Convention against Transnational Organized Crime. Nicaragua is a member of the Organization of American



States Inter-‐‑American Drug Abuse Control Commission (OAS/CICAD) Experts Group to Control Money
Laundering, and the Caribbean Financial Action Task Force.

The GON is urged to allocate the resources necessary for the establishment of the CFA to ensure that the
country's financial institutions comply with relevant anti-‐‑money laundering controls. Moreover, the GON
should create a system for reporting suspicious transactions once the CFA has been established.

Niger (Other). The extent of money laundering in Niger is not known. However, in 2000, officials from the
United Nations indicated that the West African region may be fertile ground for money laundering because of
drug trafficking, corruption, networks of contraband arms and precious stones, and weak mechanisms of
control that can be abused by international criminals. Seven small commercial banks and one modest-‐‑sized
local bank operate in Niger. The Central Bank of West African States (BCEAO) is the central bank for Benin,
Burkina Faso, Guinea-‐‑Bissau, Cote d'Ivoire, Mali, Niger, Senegal, and Togo, all of which use the French-‐‑backed
CFA franc currency.

In November 2000, Niger participated in a meeting of officials from 14 West African countries in Senegal. The
group established the Intergovernmental Group for Action Against Money Laundering (GIABA) to coordinate
their governments' actions against money laundering and other transnational crime.

Niger is a party to the 1988 UN Drug Convention.

Nigeria (Primary). The Federal Republic of Nigeria is a hub of money laundering and criminal financial activity,
not only for the West African sub-‐‑region but also increasingly for the entire continent. It is the most populous
Sub Saharan country, dominating the West African sub-‐‑region economically and militarily. Nigeria is also
Africa's most significant narcotics transshipment point. Nigerian criminal organizations utilize sophisticated
global networks to ship narcotics via Nigeria to markets in the United States, Europe, and other African
countries. Nigerian money laundering is directly linked to narcotics trafficking as well as corollary activities
such as document, immigration, and financial fraud. The proceeds from these illegal activities are repatriated
to Nigeria and are often used to fund subsequent criminal operations.

The combination of the narcotics trafficking activity and money laundering, and the fact that Nigeria has failed
to adequately address corruption among law enforcement, customs, immigration, other government agencies,
and the society at large makes it unusually difficult to have an effective anti-‐‑money laundering program.

Nigeria is notorious for the various financial schemes that originate there. Nigerian Advance Fee Fraud,
commonly known as "Four-‐‑one-‐‑nine Scams," (419 is the reference to fraud in Nigeria's criminal code) has
become highly lucrative for criminal enterprises. With the help of phone books, business directories, and email
lists, Nigerian criminal organizations fax, mail, and email targeted businesses and individuals around the world
with enticing "get rich quick" offers. The proposed schemes take various forms, for example, by promising a
transfer of funds "from an over-‐‑invoiced contract" in Nigeria to a target's bank account. The cash in question
might be profit from a crude oil sale that a business person "needs help in transferring out of the country" or
the disbursement of funds for a specific charity from the estate of a recently deceased individual. Often, these
419 letters and schemes are written on "official" letterhead stationary. An elaborate system may be utilized to
provide bogus references. Advance Fee Fraud perpetrators may request bank account information to gauge the
targeted victim's level of trust and provide the impression that a funds transfer is imminent. All 419 Scams
eventually request payment of a fee (or fees) so that the alleged transfer of funds can be facilitated. While
actual monetary losses by US citizens are difficult to gauge-‐‑many victims are reluctant to report such activity
to law enforcement agencies-‐‑conservative estimates place such losses by American citizens and businesses in
the hundreds of millions of dollars annually. Substantial proof exists that narcotics traffickers have utilized
419 Scams to fund their illicit smuggling efforts.

The current anti-‐‑money laundering law, Money Laundering Decree No. 3 of 1995, criminalizes narcotics-‐‑based
money laundering, but is useful only if the predicate offense is narcotics trafficking. It requires banks to
identify customers, maintain records, and report large and suspicious transactions to the central bank. It also
provides for the seizure and forfeiture of drug-‐‑related assets, although forfeiture requires a conviction and
thus is seldom and ineffectively used. Enforcement of the legislation is inconsistent because corruption,
bureaucracy, and lack of training in the preparation of money laundering cases slow the enforcement
structures.

The National Drug Law Enforcement Agency (NDLEA), through the Money Laundering Surveillance Unit (MLSU)
of the Bank Examination Department of the Central Bank of Nigeria (CBN), has the power to demand, and
obtain and inspect the books and records of a financial institution to confirm compliance with the provisions of
the money laundering decree. Banks are required to make transaction records available for review by NDLEA
officials. There have been no money laundering convictions.

In response to international concerns, the GON has taken some steps to combat criminal activity and has
become closely involved with US law enforcement agencies in an attempt to address the problem of financial
crime and money laundering. In 1998, the GON began cooperating with the US Postal Inspection Service to



identify and crack down on fraud operations through the mail. In addition, the US Secret Service has
maintained an office in the US Consulate General in Lagos since 1995, and in June 2000, opened a separate
office to assist in the effort to combat Advanced Fee Fraud and other illegal operations, including US dollar
counterfeiting operations. In May 1999, a decree was issued that, according to the NDLEA, altered the burden
of proof in money laundering cases to facilitate prosecution. In October 2000, representatives from Nigeria
and two other African countries attended an African Summit on Money Laundering at the Financial Crimes
Enforcement Network (FinCEN). The purpose of the summit was to review and discuss the anti-‐‑money
laundering legislation of each jurisdiction, the need to establish a financial intelligence unit, and training and
technical assistance needs. The DEA is working closely with the NDLEA to develop competencies in drug and
drug-‐‑related money-‐‑laundering investigations.

The CBN has announced that it is upgrading Money Laundering Decree No. 3 of 1995 to expand its scope
beyond narcotics-‐‑related money laundering. It also has announced plans to supervise enforcement of the
additional offenses, leaving the enforcement of narcotics-‐‑related money laundering to the NDLEA.

Nigeria is a party the 1988 UN Drug Convention, and in December 2000, signed the United Nations Convention
against Transnational Organized Crime.

Nigeria urgently needs to enact and implement changes to its anti-‐‑money laundering legislation so that it can
meet international standards and protect itself against financial crimes and money laundering. Nigeria also
needs to demonstrate its ability to take action against corruption and fraud. In addition, Nigeria should move
to quickly create a centralized financial intelligence unit that would receive and analyze information and
cooperate with foreign counterparts in money laundering investigations so that Nigeria can protect its financial
system from widespread abuse by criminals and criminal organizations.

Niue (Concern). Niue is a self-‐‑governing parliamentary democracy in free association with New Zealand. Niue
retains jurisdiction over its internal affairs and New Zealand assumes responsibility for Niue's external affairs.
Legislation from the mid-‐‑1990s created an offshore financial center that is heavily dependent upon
international business companies (IBCs). The Proceeds of Crime Act 1998 criminalizes the laundering of
proceeds from any offense punishable by at least one year in prison. Niue recently passed new anti-‐‑money
laundering legislation that, when implemented, should assist the country in its fight against financial crime.
Regulatory weaknesses involving banks and IBCs remain, however.

In June 2000, the Financial Action Task Force (FATF) identified Nuie as non-‐‑cooperative in the international
fight against money laundering. The FATF in its report cited numerous deficiencies in Niue's anti-‐‑money
laundering regime:

* Niue has no ongoing process of supervising the licensed banks. The fact that the offshore banks have no
physical presence in Niue complicates the regulation of that sector.

* Contrary to international standards, the central bank's Monetary Board has delegated to a foreign private firm
the responsibility of issuing banking licenses and conducting due diligence for offshore banks.

* Niue lacks mandatory rules for financial institutions concerning customer identification and the disclosure of
beneficial owners of accounts; in addition, Niue allows financial institutions to issue anonymous accounts.

* Niue has no mandatory suspicious transaction reporting system in place.

* Niue's law contains no provisions for the exchange of information between domestic and foreign regulators.

* Niue does not have a financial intelligence unit.

* The International Business Companies Act of 1994, as amended in 1996, which establishes IBCs, contains
inadequate requirements for the registration and filing of information with the Registrar of companies.

* Niue has devoted inadequate resources to fight money laundering.

Following the FATF exercise, the US Treasury Department issued an advisory to US financial institutions
advising them to "give enhanced scrutiny" to all financial transactions involving Niue.

In July 2000, Niue suspended consideration to register new offshore banks until the new Financial Transactions
Reporting Act (FTRA) became effective. Niue passed and immediately enacted the FTRA in November 2000. The
FTRA imposes reporting and record-‐‑keeping obligations upon banks, insurance companies, securities dealers
and futures brokers, money services businesses and persons administering or managing funds on behalf of
IBCs. Specifically, the FTRA requires financial institutions to report suspicious transactions, verify the identity
of its customers, and keep records of financial transactions for six years. The FTRA also calls for the
establishment of a financial intelligence unit (FIU) within the office of the Attorney General. To date the FIU has
not been established. Niuean officials have said that the establishment of the FIU will depend upon the
outcome of ongoing discussions among the Pacific Islands Forum of a proposed regional FIU for Forum
member countries. Niue supports the establishment of a regional FIU to share information among Pacific Island



states.

The International Business Companies Act of 1994 is the legislative basis for establishing IBCs. Marketers of
offshore services promote Niue as a favored jurisdiction for establishing IBCs for a variety of reasons. Niue
does not require the disclosure of beneficial ownership of IBCs, permits bearer shares, allows the marketing of
shelf companies, and does not require IBCs to keep a register of directors. Internet marketers also offer shelf
companies complete with associated offshore bank accounts and mail-‐‑drop forwarding services. Regardless of
how the IBCs are marketed, all are legally formed and registered by a Panamanian law firm on behalf of the
GON. Because of strict secrecy laws, Niuean IBCs remain vulnerable to illicit use in international money
laundering schemes.

Although IBCs are the most attractive feature of Niue's offshore sector, Niue also offers trusts, partnerships,
financial management, and insurance services. Whether Niue has lifted its suspension to register new offshore
banks is not known. Niue allows the creation of asset protection trusts that are impervious to many types of
legal claims arising in other jurisdictions. In addition, trusts in Niue are exempt from taxation if the parties to
the trust are not residents of Niue.

The Niuean Government has expressed a willingness to cooperate with international efforts to combat money
laundering. Niue has participated in some international meetings concerning money laundering, including a
workshop hosted by New Zealand in September 2000.

In 1998 Niue passed the Mutual Assistance in Criminal Matters Act, which authorizes the Attorney General of
Niue to provide certain types of legal assistance to other countries involved with criminal investigations. Niue
has no bilateral cooperation agreements to fight money laundering.

The lack of adequate supervisory and regulatory systems in Niue creates opportunities for the laundering and
safe protection of the proceeds of crime. Niue needs to implement its anti-‐‑money laundering legislation to
protect its financial services industry and economy from abuse by criminals and criminal organizations. Recent
reforms address some of the deficiencies in Niue's anti-‐‑money laundering regime. Particular emphasis needs
to be directed towards regulation of its offshore financial sector.

Norway (Other). Norway is not an important regional financial center; there are only 20 commercial banks in
the country and about 130 savings banks. Money laundering in Norway is related mainly to funds generated by
the smuggling of liquor and cigarettes. According to OKOKRIM, Norway's special unit on economic fraud,
Norway has been experiencing an increase in financial crime such as bank fraud. These types of crimes
overshadow narcotics-‐‑related money laundering in Norway.

Most money laundering in Norway takes place outside its financial system because financial institutions are
obliged by law to report large and suspicious transactions to OKOKRIM. The structuring of deposits appears to
be a problem for financial institutions. Large cross-‐‑border cash transactions by banks are routinely reported to
the central bank and kept on file.

All forms of money laundering are criminal offenses, according to the Norwegian Penal Code. Norway's anti-‐‑
money laundering legislation has been strengthened in recent years to conform to the FATF Forty
Recommendations. OKOKRIM has set up a money laundering unit that receives suspicious transaction reports
and serves as Norway's financial intelligence unit. OKOKRIM is a member of the Egmont Group.

Norway is a member of the Council of Europe and the Financial Action Task Force (FATF). Norway is a party to
the 1988 UN Drug Convention, and in December 2000, signed the United Nations Convention against
Organized Crime.

Oman (Other). Oman is not known to have a significant money laundering problem. Its small banking sector is
supervised by the Central Bank of Oman (CBO), which has the authority to suspend or reorganize a bank's
operations. In May 2000, the CBO organized and hosted a three-‐‑day seminar on the prevention and detection
of money laundering.

Large cash transactions must be reported to the CBO and the Police. Oman has not criminalized money
laundering. However, in February 2000, Oman announced that it was in the process of drafting comprehensive
anti-‐‑money laundering legislation that would conform to international standards. It is expected that this
legislation will be approved sometime in 2001.

Oman is a party to the 1988 UN Drug Convention, and a member of the Gulf Cooperation Council (GCC), which
is a member of the Financial Action Task Force (FATF). Oman is scheduled to undergo a FATF mutual
evaluation sometime in 2001. In May 2000, GCC members met for a four-‐‑day seminar on combating money
laundering and pledged to enhance communication and cooperation to fight international crime.

Pakistan (Primary). The three principal sources of illicit funds in Pakistan are narcotics trafficking, corruption
and smuggling. There is currently little production of narcotics in Pakistan. However, Pakistani narcotics-‐‑
trafficking organizations are active in the huge Afghan drug trade and transship drugs through Pakistan. The



proceeds are laundered abroad by means of the hawala (also called "hundi") alternative remittance system.

Pakistan has criminalized the laundering of narcotics trafficking proceeds. The Control of Narcotics Substances
Act (1996) calls for the reporting of transactions believed to be associated with narcotics trafficking and also
contains provisions for the freezing and forfeiture of assets associated with narcotics trafficking. The
Musharraf caretaker government has established new ordinances addressing various financial crimes,
particularly tax evasion and corruption.

Pakistan does not have a financial intelligence unit. Several agencies-‐‑in particular, the Antinarcotics Force and
Pakistan Customs-‐‑play a major role in the investigation of financial crimes cases in Pakistan.

Pakistan became a member of the Asia/Pacific Group on Money Laundering in 2000. Pakistan is a party to the
1988 UN Drug Convention, and in December 2000, signed the UN Convention against Transnational Organized
Crime.

In order to establish an effective anti-‐‑money laundering regime, Pakistan needs to enact legislation that
criminalizes money laundering beyond drug trafficking. A system of reporting suspicious transactions by all
financial institutions operating in Pakistan must also be implemented. Finally, given the significant role that
hawala plays in money laundering, Pakistan should develop and implement "anti-‐‑hawala" countermeasures.

Palau (Concern). The North Pacific Island of Palau is not a major financial center. However, reports that
offshore banks in Palau have carried out large-‐‑scale money laundering activities prompted a few international
banks to ban financial transactions with Palau in late 1999 and early 2000. In response, Palau established a
banking commission that intends to introduce financial control legislation to the National Congress in early
2001. Palau reportedly established two offshore banks in 2000 and enacted legislation that permitted the
establishment of two Internet gaming operations.

Palau has sought assistance from US officials, the Pacific community, the United Nations, and the International
Monetary Fund in its effort to develop an anti-‐‑money laundering regime. In addition, Palau participated in
international meetings and conferences on financial crime in 2000, including a US-‐‑sponsored conference in Fiji
and the UN Offshore Forum conference in the Cayman Islands. Palau has become a signatory to Pacific Island
Forum anti-‐‑money laundering initiatives and has made significant advances to abide by the Honiara
Declaration, which calls for Forum countries to implement the FATF 40 Recommendations.

After a few international banks restricted financial transactions with Palau in late 1999, the Government of
Palau began its own investigation into alleged money laundering activities involving Palau-‐‑registered offshore
banks. Palauan officials discovered that a few shell banks had been established through a mechanism in which
entities in Palau applied for certificates of incorporation and business licenses in a local-‐‑in lieu of national-‐‑
level jurisdiction. None of these so-‐‑called banks was ever given foreign investment approval or any approval to
do business in Palau. Nonetheless, a few of these shell banks reportedly gained access to the international
financial community and carried out almost $2 billion in suspicious transactions during the past two years.

The Government of Palau needs to enact and implement comprehensive anti-‐‑money laundering legislation that
meets international standards and establish a financial intelligence unit to work with foreign counterparts to
combat financial crime. It should pay special attention to supervising its offshore financial and gambling sector
to prevent abuse by criminal entities.

Panama (Primary). Panama continues to be an attractive venue for laundering drug money because of its
proximity to major drug-‐‑producing countries; its sophisticated international banking sector; US dollar-‐‑based
economy; and the Colon Free Zone's (CFZ) role as an originating or transshipment point for goods purchased
with narcotics dollars through the Colombian Black Market Peso Exchange. Panama has financial institutions
that engage in currency transactions involving international narcotics proceeds that include significant
amounts of US dollars. Panamanian press reports also indicate that Panama's National Security Council is
concerned that the Russian Mafia may be laundering the proceeds of arms and drugs trafficking through
Panamanian bank accounts.

In June 2000, the Financial Action Task Force (FATF) identified Panama as noncooperative in international
efforts to combat money laundering. The FATF in its report cited:

Panama has not yet criminalised money laundering for crimes other than drug trafficking. It has an unusual
and arguably inefficient mechanism for transmitting suspicious transaction reports to competent authorities.
Panama's FIU [financial intelligence unit] is not able to exchange information with other FIUs. In addition,
certain outdated civil law provisions impede the identification of the true beneficial owners of trusts.

The US Treasury Department issued an advisory to US financial institutions advising them to "give enhanced
scrutiny" to all financial transactions involving Panama.

In October 2000, the GOP enacted two laws and issued two executive decrees to address FATF's concerns
about its anti-‐‑money laundering regime:



* Law No. 41 of October 2, 2000, amends the Penal Code by expanding the number of predicate offenses for
money laundering beyond drug trafficking to include criminal fraud, arms trafficking, trafficking in humans,
kidnapping, extortion, embezzlement, corruption of public officials, terrorism, and international motor vehicle
theft or trafficking.

* Law No. 42 of October 2, 2000, expands the types of financial institutions that are required to report
currency transactions in excess of US $10,000 and suspicious financial transactions to include banks, trust
companies, money exchangers, savings and loans associations, stock exchanges and brokerage firms, and
investment administrators. Law 42 also mandates reporting to the Financial Analysis Unit (UAF) of currency or
quasi-‐‑currency transactions that exceed US $10,000 by casinos, CFZ businesses, the national lottery, and
insurance/reinsurance companies. Furthermore, Law 42 requires Panamanian trust companies to identify to
the Superintendency of Banks the real and ultimate beneficial owners of trusts

* Executive Decree No. 163 of October 3, 2000, amends the June 1995 decree that created the UAF to permit
the UAF to share information with FIUs of other countries, subject to entering into Memoranda of
Understanding (MOU) or other information exchange agreements. The UAF has contacted other members of
the Egmont Group seeking to foster information exchange between FIUs. Executive Order No. 163 also allows
the UAF to provide information related to possible money laundering directly to the Office of the Attorney
General for investigation.

* Executive Order 213 of October 3, 2000, amends Executive Order 16 of 1984 relative to trust operations, and
provides for the dissemination of information related to trusts to appropriate administrative and judicial
authorities.

Furthermore, in October 2000, Panama's Superintendency of Banks issued a document, Agreement No. 9-‐‑
2000, that defines requirements that banks must follow for identification of customers, exercise of due
diligence, and retention of bank records.

The Government of Panama has not successfully prosecuted a money laundering case. However, in September
2000, US and Panamanian investigations of CFZ jewelry wholesaler "Speed Joyeros" culminated in the first-‐‑ever
US indictment of a CFZ company. "Speed Joyeros" allegedly was part of an international network that used gold,
false invoicing, and electronic transfers to launder drug money.

Panama's large offshore sector is comprised of international business companies (over 370,000 currently
registered in Panama), trusts, captive insurance companies (corporate entities created and controlled by a
parent company, professional association, or group of businesses), and offshore banks (approximately 34
banks). There are three categories of banking licenses: a general license for local and foreign operations, an
international license for offshore banks, and a representation license for establishing representative offices. A
large portion of Panama's legal profession subsists on creating and maintaining these diverse offshore
products. Panama adopted legislation to regulate captive insurance companies-‐‑also called offshore insurance
companies-‐‑through Law 60 of July 1996. Captive insurance has become one of the most important sectors of
Panama's offshore financial industry, and is second only to banking.

Panama participates in the multilateral Black Market Peso Exchange Group (BMPEG) directive. Panama is a
member of the Organization of American States Inter-‐‑American Commission on Drug Abuse Control
(OAS/CICAD), the Caribbean Financial Action Task Force, (CFATF), and the Offshore Group of Banking
Supervisors (OGBS). Panama is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN
Convention against Transnational Organized Crime. The UAF is a member of the Egmont Group. In May 2000,
Panama hosted the Egmont Group's annual meeting. In August 2000, Panama also hosted the Fourth
Hemispheric Congress on the Prevention of Money Laundering. Panama and the United States have a Mutual
Legal Assistance Treaty that entered into force in 1995.

Panama has taken meaningful and effective steps forward in 2000 to address deficiencies in its money-‐‑
laundering regime. Panama should focus on fully implementing and enforcing its new anti-‐‑money laundering
legislation, and promptly enter into information exchange agreements between the UAF and other FIUs.

Papua New Guinea (Other). Papua New Guinea has no significant exposure to money laundering or other
financial crime. Its banking sector is very small, and it has no offshore financial sector. However, there are no
laws against money laundering.

Papua New Guinea is not a party to the 1988 UN Drug Convention.

Paraguay (Primary). Paraguay is a transit country for cocaine trafficking, and remains one of Latin America's
major money laundering centers. Paraguay is vulnerable to money laundering because of endemic official
corruption, weak regulation of its financial sector, and poor implementation of anti-‐‑money laundering
legislation. The Government of Paraguay's (GOP) implementation of anti-‐‑money laundering legislation has
been hindered by scarce resources, a lack of political commitment, poor coordination among the various
government agencies, and a lack of understanding and reporting by the financial sector.



In 2000, the GOP, for the first time, approved a budget for the country's anti-‐‑money laundering secretariat,
Secretar�a de Prevenci�n del Lavado de Dinero y Bienes (SEPRELAD), and participated in international efforts
to combat money laundering. Although GOP officials believe that as much as 65 percent of Paraguay's money
laundering is linked to narcotics trafficking, US Government experts believe that 20 percent probably is a more
accurate figure. The multi-‐‑billion dollar re-‐‑export contraband trade that is centered in Ciudad del Este
generates significant illegal proceeds.

Paraguay was in the past considered an important tax haven for residents of Brazil because Paraguay has no
personal income tax. Paraguay does not license offshore banks; foreign banks are registered in Paraguay and
non-‐‑residents are allowed to hold bank accounts. However, current banking regulations forbid banks to
advertise or otherwise seek deposits from outside the country, and a string of bank failures between 1995 and
1998 has made Paraguay a less attractive venue for foreign deposits. All banks that operate in Paraguay-‐‑both
national or foreign-‐‑are supervised under the same rules and regulations by the appropriate Paraguayan
authorities.

Paraguay's anti-‐‑money laundering law 1015/97, "Preventing and Suppressing Illegal Acts Committed for the
Purpose of Laundering Money or Assets," was promulgated in January 1997. The legislation criminalizes money
laundering related to drug trafficking or a criminal organization, or other offenses that are punishable by an
average of at least two years imprisonment. Participation in contraband trafficking and tax evasion is penalized
through fines only, and thus proceeds from these offenses are not covered by the law. The law obliges a wide
range of financial institutions to identify customers, maintain records, and record transactions exceeding US
$10,000. The law also mandates reporting of suspicious transactions, establishes asset forfeiture provisions,
and provides for cooperation with domestic and international law enforcement. However, GOP officials
estimate that only 10 percent of covered institutions actually report these transactions to the SEPRELAD.

The law established SEPRELAD as an inter-‐‑agency secretariat to implement the money laundering legislation,
issue regulations, and receive financial disclosures. SEPRELAD is comprised of the Minister of Industry and
Commerce-‐‑the Ministry of Industry and Commerce is SEPRELAD's parent agency-‐‑a member of the Central Bank
Directorate, the Superintendent of Banks, the Commissioner of Securities, and the heads of the National Police
and the National Anti-‐‑Drug Secretariat (SENAD). SEPRELAD also oversees Paraguay's financial analysis unit
(UAF), a body that collects, analyzes, and processes financial disclosures. When the UAF determines that there
are reasonable grounds to warrant further investigation, SEPRELAD forwards its findings to the Financial
Crimes Investigation Unit (UIDF) of the SENAD. However, SEPRELAD rarely meets and is susceptible to influence
by political concerns because its members are from various government agencies. This impedes the flow of
information from the UAF to investigative authorities.

In the spring of 2000, the UAF received its first budget and acquired a larger, permanent office. The UAF
increased its staff from six to 10, and has plans to further expand the staff to 14. In September 2000, the US
Government delivered to the UAF more than $50,000 in computer equipment. The new software and databases
should help the UAF more thoroughly analyze the suspicious transactions reports-‐‑once they have been
digitized-‐‑it has received thus far. The majority of these reports are large currency transactions that have no
other suspicious nature, and have come from only a few banks. In 2000, the GOP produced one money-‐‑
laundering case for prosecution, and in 1999, did not prosecute any cases.

Paraguay has two laws that authorize asset forfeiture. A 1988 law provides a basic system for forfeiting
narcotics-‐‑related assets; the more recent anti-‐‑money laundering legislation provides a system for forfeiting
proceeds that are derived from narcotics trafficking and other serious crimes. Under both laws, instruments of
crime and proceeds derived from drug trafficking-‐‑including bank accounts-‐‑may be seized. However, only the
anti-‐‑money laundering law allows for seizure of a legitimate business derived from illicit proceeds. If the
business was merely used to launder the proceeds, then it is subject to a fine or administrative sanctions. Both
laws authorize the sharing of forfeited proceeds with another government. Under the 1988 law, proceeds from
the narcotics-‐‑related seizures are deposited into an antinarcotics police account; under the anti-‐‑money
laundering law, the proceeds of seizures are distributed at the discretion of the judge presiding over the case.
The use of nominees is legal and widespread, and as a result, judges have returned assets because they were
registered in the name of the nominee and not the defendant.

The GOP enforces its existing drug-‐‑related asset seizure and forfeiture laws, but its success is consistently
minimal. A cumbersome judicial process prevents speedy forfeitures, and a conviction is required before a
drug-‐‑related asset can be forfeited. Although the GOP is contemplating changes to its antidrug statute, the
GOP in years past has given low priority to enacting new counternarcotics legislation.

The GOP continues to be active in international efforts to combat money laundering. Paraguay is a member of
the South American Financial Action Task Force (GAFISUD), and a member of the Organization of American
States Inter-‐‑American Drug Abuse Control Commission (OAS/CICAD) Experts Group to Control Money
Laundering. In 2000, Paraguay entered into a bilateral agreement with Brazil for the exchange of information
on money laundering, and has begun cooperating with Brazil on a number of cases. Paraguay is a party to the



1988 UN Drug Convention, and in December 2000, signed the UN Convention against Transnational Organized
Crime. The UAF is a member of the Egmont Group.

Although the GOP appears to be committed to fighting money laundering, as evidenced by its funding and
staffing of relevant agencies and its participation in international initiatives, it must address several
deficiencies in its anti-‐‑money laundering program to produce results. The GOP now has legal and technical
tools to fight money laundering, and must now coordinate efforts among its agencies and educate the banking
industry on money laundering to increase their compliance with reporting requirements. The GOP also should
make legislative or regulatory changes that would allow the UAF to communicate its findings directly to
investigative agencies. Finally, the GOP should adequately train prosecutors and judges to effectively deal with
financial crimes.

Peru (Concern). Peru is not a regional financial or offshore center; however, money laundering derived from
narcotics trafficking and corruption exists. In fact, government of Peru (GOP) officials are currently attempting
to recover over US $70 million deposited in Swiss bank accounts that are believed to be the proceeds of money
laundering by the former director of the Peruvian National Intelligence Service, Vladimiro Montesinos. The GOP
is pursuing possible Montesinos-‐‑related accounts elsewhere as well.

Peru's primary anti-‐‑money laundering tools are contained in Articles 296-‐‑A and B of Law 25428, which
criminalize the laundering of proceeds associated with narcotics trafficking (since 1992), and narcoterrorism
(since 1993). The law carries a penalty of life imprisonment for bank and finance officials convicted of money
laundering. Since 1992, few money laundering cases have been prosecuted and none have yet resulted in a
conviction. Additional anti-‐‑money laundering provisions were introduced with the passage in December 1996
of the General Law of the Financial and Insurance System and the Organic Law of the Superintendency of
Banking and Insurance (No. 26702) and its implementing regulations, which went into effect in July 1998
(Resolution SBS 904-‐‑97). This law requires banks and other financial institutions to identify clients and to
report unusual and suspicious financial transactions to the Office of the Attorney General (Fiscalia) with a copy
provided to the Superintendent of Banks. Compliance by the financial institutions with the requirement to
report suspicious transactions is low. The Fiscalia has allowed the Financial Investigations Unit of the Peruvian
National Police access to the suspicious transactions reports, for the purpose of determining if the transactions
have a connection to narcotics trafficking. The requirement for banks and financial institutions to record
certain large cash transactions remains suspended since July 1998 (Resolution SBS 731-‐‑98).

During 2000, the GOP made efforts toward implementing an anti-‐‑money laundering program that would meet
international standards. US Treasury Department officials have assisted in GOP efforts to develop a program
that would include new legislation with broader laws and comprehensive regulations for the financial sector.
Such a law would provide for the reporting of large currency transactions, and would make the information can
be made available to law enforcement authorities upon request. Perhaps spurred by the Montesinos scandal,
the new administration has just sent to Congress a bill that would establish a Financial Analysis Unit (FAU).
However, this proposed legislation does not appear to address other fundamental deficiencies in Peru's
existing anti-‐‑money laundering legislation. Absent fundamental reforms in the legal framework, the potential
effectiveness of such a unit is questionable. An effort is now underway in the Peruvian executive and legislative
branches to draft a more complete reform of Peru's anti-‐‑money laundering legislation that would bring it up to
international standards.

Peru has been a party to the 1988 UN Drug Convention since 1992. In December 2000, Peru signed the United
Nations Convention against Transnational Organized Crime. Peru is a member of the Organization of American
States Inter-‐‑American Drug Abuse Control Commission (OAS/CICAD) Experts Group to Control Money
Laundering, and the newly established South American Financial Action Task Force (GAFISUD), a regional FATF-‐‑
style anti-‐‑money laundering body.

Peru should adopt legal measures that enhance its anti-‐‑money laundering framework to ensure that it meets
international standards in order to deter financial crimes and protect the integrity of its financial system.

Philippines (Primary). The Philippines is neither a major financial center nor a major offshore banking center.
However, rising crime, the absence of anti-‐‑money laundering legislation, and strict bank secrecy have left the
Philippines vulnerable to large-‐‑scale narcotics trafficking and allow for criminal proceeds to be easily
laundered in the Philippines or transferred abroad. It has been reported in the past few years that illegal drug
trade in the Philippines has become a billion-‐‑dollar industry. Part of the money flows into the pockets of
corrupt government officials in the form of bribes, while part is invested in legitimate businesses. The
Philippines has experienced an increase in foreign organized criminal activity from China, Hong Kong, and
Taiwan. Insurgency groups operating in the Philippines fund their activities through narcotics and arms
trafficking, and engage in money laundering through alleged ties to organized crime.

Citing many of the deficiencies in the Philippines' anti-‐‑money laundering regime, in June 2000, the Financial
Action Task Force (FATF) named the Philippines among its list of 15 countries that were non-‐‑cooperative in
international efforts to combat money laundering. The report noted:



The country lacks a basic set of anti-‐‑money laundering regulations such as customer identification and record
keeping. Bank records have been under excessive secrecy provisions. It does not have any specific legislation
to criminalize money laundering per se. Furthermore, a suspicious transaction reporting system does not exist
in the country.

The US Treasury Department has also issued an advisory reflecting many of the concerns noted in the FATF
report, advising US financial institutions "to give enhanced scrutiny to transactions or banking relationships
that do not involve established, and adequately identified and understood, commercial or investment
enterprises" involving the Philippines. The advisory also noted that money laundering is not a crime under the
law of the Philippines, and that the Bangko Sentral ng Pilipinas (BSP), the Philippines central bank, had not
issued any anti-‐‑money laundering regulations or guidelines.

The Government of the Philippines has introduced two pieces of legislation that would criminalize money
laundering in cases of illegal drug transactions or other organized crime activities. The proposed legislation
would allow the limited lifting of bank secrecy laws and allow criminal investigators to examine deposit records
in such cases under court order. Separately, the proposed new Central Bank Act, as it currently stands, would
lift bank secrecy on accounts with balances over 50 million pesos (US $1 million). However, the prospects for
passage of any legislation in the near term are dim; it is also unclear whether the bank secrecy provisions of
the new laws would be retained or whether the new law would apply to the fifteen offshore banks operating in
the Philippines.

In the absence of new legislation, the BSP in July 2000 issued a series of circulars to entities under its
jurisdiction to tighten money-‐‑laundering controls. Circular 251 instructed financial institutions to take
"reasonable measures" to verify the identity of clients, maintain transaction records for at least five years, and
pay special attention to all complex or unusual transactions. If an institution has reason to believe that funds
are the proceeds of an illegal activity, it should, when the law permits, report these transactions to the
"competent authority." The circular requires all banks to close any questionable deposit accounts believed to
be linked to criminal or other illegal activity. General inspections found that the customer identification and
record-‐‑keeping requirements under this circular are consistent with international standards, although they
lack procedural regulations. Circular 253 instructed banks and non-‐‑bank financial institutions to report certain
suspicious transactions to the BSP. This reporting includes purchases of foreign exchange, renting of safety
deposit boxes, and performing remittances, but would not cover bank deposits and investments in
government bonds, which are guarded by bank secrecy provisions.

The Philippines has adopted regulations that ensure the availability of records in response to US requests, but
the system is untimely and cumbersome. In addition, officials believe there is a proliferation of businesses
engaged in money-‐‑laundering activities (e.g. bars, pawnshops, foreign exchange dealers and casinos) that are
not covered by central bank circulars. Officials are also hampered by a lack of ability to monitor casino
payments to gamblers.

The Philippines does not yet have a financial intelligence unit. The National Law Enforcement Coordinating
Committee (NALECC) serves as an information-‐‑sharing network for intelligence and law enforcement agencies.

The Philippines is a member of the Asia/Pacific Group (APG) on Money Laundering and is a party to the 1988
UN Drug Convention. In December 2000 the Philippines signed the United Nations Convention against
Transnational Organized Crime. The Philippines and the United States have a Mutual Legal Assistance Treaty
that entered into force in 1996.

The Philippines should enforce recent regulations and enact and enforce other measures to bring the
Philippines' anti-‐‑money laundering into compliance with international standards. This should include the
establishment of a financial intelligence unit with the ability to cooperate internationally and share financial
information with foreign counterparts. These measures will assist the Philippines' efforts to combat corruption,
organized crime, and financial crime.

Poland (Concern). Poland's efforts to develop an anti-‐‑money laundering regime have not kept pace with its
rapid political and economic transition since 1989. With Europe's economic expansion and open borders with
former socialist countries, transnational crime has seen significant growth. Narcotics trafficking, organized
crime activity, auto theft, smuggling, extortion, counterfeiting, burglary, tax fraud, tax evasion, and other
crimes generate criminal proceeds in the range of US $2-‐‑3 billion annually according to Government of Poland
estimates. Polish banks serve as transit points for the transfer of criminal proceeds. Polish currency exchange
businesses and casinos also are venues for money laundering.

Various regulations have been enacted since 1992 to combat money laundering in Poland. In 1997, Poland
criminalized money laundering with the enactment of Article 299 of the Penal Code. Polish prosecutors have
investigated approximately 75 cases involving money laundering in the last five years. To date, none of the
cases forwarded to the courts has resulted in a successful prosecution. Poland's current law allows for
customer identification, record keeping and suspicious activity reporting. A major weakness of Poland's money



laundering regime was that it did not cover many non-‐‑bank financial institutions that have been traditionally
used for money laundering.

In December 2000, President Kwasniewski signed the "Law on Counteracting the Use of Material Assets from
Illegal or Undisclosed Sources in Financial Transactions." Poland's Parliament had approved the bill in
November 2000. The main feature of the law is the creation of a financial intelligence unit (General
Inspectorate of Financial Information-‐‑GIIF) to collect and analyze reports of large and suspicious transactions.
The GIIF will be housed within the Ministry of Finance and will become operational in July 2001. By July 2001,
financial institutions will be required to report currency transactions, or a series of related transactions, over
the equivalent of 10,000 Euros to the GIIF. They will also have to report any suspicious transactions regardless
of the amount. The financial institutions subject to the reporting requirements include banks, brokerages,
casinos, insurance companies, investment and pension funds, leasing firms, private currency exchange offices,
real estate agencies, and notaries public. The GIIF will have the right to suspend a suspicious transaction for
48 hours. The Public Prosecutor will have the right to suspend the suspicious transaction for three months,
pending a court decision.

The United States and Poland have signed a treaty on mutual legal assistance that came into force in 1999.
Poland is very active in international anti-‐‑money laundering fora. Poland is a party to the UN Drug Convention,
and signed the UN Convention against Transnational Organized Crime in December 2000. Poland is also a
member of the Council of Europe (COE) and participates in the Council of Europe's Select Committee of Experts
on the Evaluation of Anti-‐‑Money Laundering Measures (PC-‐‑R-‐‑EV). In May 1999, Poland underwent a mutual
evaluation by the PC-‐‑R-‐‑EV. The evaluation provided detailed suggestions to improve Poland's anti-‐‑money
laundering program. In 2000, the Government of Poland ratified the Council of Europe Convention on
Laundering, Search, Seizure and Confiscation of the Proceeds from Crime. The Convention will enter into force
with respect to Poland in April 2001.

Implementation of the new anti-‐‑money laundering law's provisions will give Poland an anti-‐‑money laundering
regime that appears to meet international standards. Setting up the GIIF and the transaction reporting system
are the next steps in 2001 towards creating an operational anti-‐‑money laundering regime.

Portugal (Concern). Government of Portugal (GOP) officials indicate that most of the money laundered in
Portugal is drug-‐‑related. Drug traffickers channel money through bureaux de change, and use Portuguese
offshore companies to wire funds to bank accounts in other offshore jurisdictions.

Portugal has a comprehensive anti-‐‑money laundering regime. Decree-‐‑Laws 15/93, 313/93, and 325/95
(amended by Decree-‐‑Law 65/98) criminalize money laundering related to narcotics trafficking and other
serious offenses such as terrorism, arms trafficking, extortion, kidnapping, corruption, and serious economic
offenses specified in a separate economic crimes law. Decree-‐‑Law 170/93 requires declaration of cross-‐‑border
movements of currency that exceed Esc. 2.5 million (approximately US $12,000). All financial institutions-‐‑
including insurance companies-‐‑must identify their customers, maintain records for a minimum of ten years,
and demand written proof from customers regarding the origin and beneficiary of transactions that exceed
Esc. 2.5 million (approximately US $12,000). Non-‐‑financial institutions such as casinos, property dealers,
lotteries, and dealers in high-‐‑value assets must also identify customers engaging in large transactions,
maintain records, and report suspicious transactions to the Public Prosecutor.

When money laundering is suspected, financial institutions must cease processing the transaction in question
and report it to the judicial authority and the Office of the Public Prosecutor. However, Portugal's system for
reporting suspicious transactions remains somewhat informal. Bank officials contact the anti-‐‑money
laundering authorities and file a formal suspicious transaction report (STR) only if those authorities indicate
that one is necessary. As a result, a relatively small number of formal reports are filed annually. However, the
number of STRs has increased slightly each year.

The Public Prosecutor forwards STRs to the Judicial Police's Brigada de Investiga��o de Branqueamento de
Capitais (BIB) for analysis. If further analysis indicates money laundering, the Judicial Police conduct an
investigation. The eight-‐‑person BIB functions as Portugal's financial intelligence unit (FIU); it centralizes all
information related to STRs and shares it with foreign counterparts. The BIB is a member of the Egmont Group.

Portuguese laws also call for the confiscation of property and assets connected to money laundering, and
authorize the Portuguese Judicial Police (PJP) to trace illicitly obtained assets-‐‑including those passing through
casinos and lotteries-‐‑even if the predicate crime is committed outside of Portugal.

Public and private sector regulators and organizations play important roles in Portugal's anti-‐‑money
laundering program. The Bank of Portugal monitors financial institutions' compliance through inspections and
annual internal control reports. The Portuguese Banking Association provides regular training courses on
money laundering for employees of banks and other financial institutions. The Portuguese Insurance Institute,
through Circular No. 27/97, monitors compliance of insurance-‐‑related businesses, educates the insurance
sector on industry-‐‑specific risks, and alerts judicial authorities to evidence of money laundering. The Securities



Commission (CMVM) regulates the securities industry; monitors compliance by financial intermediaries;
provides training for brokers; and alerts judicial authorities to evidence of money laundering. The CMVM has
cooperated with foreign authorities in two major investigations that involved funds laundered in Portugal.

The GOP has comprehensive legal procedures that enable it to cooperate with foreign jurisdictions and share
seized assets.

The Portuguese islands of Madeira offer one of the few offshore centers in the European Union (EU). The
Madeira International Business Center (MIBC) has a free trade zone, an international shipping register, and
offshore banking, trusts, holding companies, stock corporations, and private limited companies. The latter two
business entities are similar to international business corporations (IBCs), of which there are a combined total
of 4,100 registered in Madeiria. All entities established in the MIBC will remain tax exempt until 2011.
Companies also can take advantage of Portugal's double taxation agreements. Decree-‐‑Law 10/94 permits
existing banks and insurance companies to establish offshore branches. Applications are submitted to the
central bank of Portugal for notification, as in the case of EU institutions, or authorization, as in the case of
non-‐‑EU or new entities. The law allows establishment of "external branches" that conduct operations
exclusively with non-‐‑residents or other Madeiran offshore entities, and "international branches" that conduct
both offshore and domestic business. Although Madeira has some local autonomy, its offshore sector is
regulated by Portuguese and EU legislative rules, and is supervised by the competent oversight authorities.
Bearer shares are not permitted.

Portugal is a member of the Council of Europe, the EU, and the Financial Action Task Force (FATF). Portugal
held the FATF presidency from 1999 to 2000. Portugal is a party to the 1988 UN Drug Convention, and in
December 2000, signed the UN Convention against Transnational Organized Crime.

Portugal has put into place comprehensive and effective measures to combat money laundering. The system
for reporting suspicious transactions could be improved, however, by instituting a more formalized system,
and by the increased involvement of and training for entities outside the banking sector. The GOP also should
continue to exercise due diligence over its offshore sector, and more closely monitor domestic non-‐‑bank
financial institutions.

Qatar (Other). Qatar is not a regional financial center. Its banking sector is small and primarily geared toward
meeting domestic financial needs. It consists of six domestic banks, two Arab banks and six non-‐‑Arab foreign
banks. The Qatar Monetary Authority (QMA) supervises and coordinates the banking system, and issues
directives and regulations to financial institutions. In 1999 the QMA issued a circular directing banking officials
to record any transaction exceeding approximately US $8,300 in an effort to address money laundering, even
though money laundering is not currently a criminal offense in Qatar. Other regulations require customer
identification policies and the maintenance of bank records.

Qatar is a party to the 1988 UN Drug Convention. Qatar is a member of the Gulf Cooperation Council (GCC),
which is a member of the Financial Action Task Force. GCC members met in May 2000 for a four-‐‑day seminar
on combating money laundering and pledged to enhance communication and cooperation to fight
international crime.

Romania (Concern). Romania has only recently begun to develop an anti-‐‑money laundering regime. Its
geographic location makes it a transit country for trafficking in narcotics, arms, stolen vehicles, and illegal
aliens. As in other Central and East European countries, corruption and the presence of organized criminal
activity facilitate money laundering. Financial crimes, Internet fraud, and the smuggling of cigarettes, alcohol,
coffee, and other dutiable commodities are other common predicate crimes for money laundering in Romania.

Romania criminalized money laundering with the adoption in January 1999 of Law No21/99-‐‑On the Prevention
and Punishment of Money Laundering. Becoming effective in April 1999, the law mandated provisions for
customer identification, record-‐‑keeping requirements, reporting transactions of a suspicious or unusual
nature, currency transaction reporting over 10,000 Euros, a financial intelligence unit (FIU), and internal anti-‐‑
money laundering procedures and training for all Romanian financial institutions covered by the law. The list of
entities subject to the reporting requirements includes banks, non-‐‑bank financial institutions, attorneys,
accountants, and notaries. While banking groups have not openly objected to the implementation of reporting
requirements, there remains some discomfort on the part of the banking industry regarding requirements to
assist law enforcement. In addition, there is mutual suspicion between law enforcement agencies and the
banking industry.

The National Office for the Prevention and Control of Money Laundering (NOPCML) is Romania's FIU. The
NOPCML receives and evaluates suspicious and unusual currency transaction reports. Since its establishment,
the NOPCML has forwarded preliminary cases to the Public Prosecutor's Office for investigation. In 2000,
Romanian prosecutors brought a complex case to trial, charging violations of the new money laundering law.
The case involved an amount in excess of US $30 million.

Romania is a member of the Council of Europe (COE) and participates in the Council of Europe's Select



Committee of Experts on the Evaluation of Anti-‐‑Money Laundering Measures (PC-‐‑R-‐‑EV). It underwent a mutual
evaluation of this group in April 1999. The PC-‐‑R-‐‑EV Mutual Evaluation Report pointed out a number of areas
that should be addressed, including the high evidentiary threshold for reporting suspicious transactions, a
potential conflict with bank secrecy legislation, and the lack of provisions for cases in which the reporting
provisions are intentionally ignored.

The NOPCML is a member of the Egmont Group. The Mutual Legal Assistance Treaty signed in May 1999
between the United States and Romania is not yet in force. Romania has demonstrated its commitment to
international anticrime initiatives by actively participating in regional and global anticrime efforts. Romania is a
party to the 1988 UN Drug Convention, and in December 2000, signed the United Nations Convention against
Transnational Organized Crime.

While Romania is still in the implementation phase of its anti-‐‑money laundering regime, it appears to be on
the right track. By taking into account the recommendations of the COE Evaluators, Romania has a sound guide
to improve its anti-‐‑money laundering regime and allow it to effectively combat money laundering and its
predicate crimes.

Russia (Primary). The absence of a legal and regulatory anti-‐‑money laundering framework remains the most
serious impediment in Russia's ability to control the laundering of criminal proceeds internally and to
cooperate in international anti-‐‑money laundering efforts. Although precise figures are not available, the
magnitude of money laundering is likely to be large given the scale of contributing factors involved. Russia's
wealth in natural resources, the extent of organized crime activity, corruption, and the numerous mechanisms
used for capital flight provide a broad scope for laundering of domestically generated criminal proceeds. False
invoicing schemes involving the export of oil, precious metals, raw materials and alcohol, and other fictitious
trade transactions are used for capital flight and tax evasion, and to mask the laundering of criminal proceeds.
According to Russian government officials, about 30-‐‑40 percent of the approximately US $20 billion that
leaves Russia annually is of questionable origin.

In addition, Russia serves as a major transit route for narcotics trafficking to Europe. Porous borders and
insufficient technical and financial support for regulatory and enforcement agencies hamper the government's
ability to control conditions favorable to laundering the proceeds of narcotic trafficking and other criminal
activity.

In the past, capital flight often has been confusingly associated with money laundering, since many of the
same funds transfer methods are used to facilitate illegal laundering schemes and the transfer of capital
derived from legal sources. The failure of last year's efforts to adopt anti-‐‑money laundering legislation can be
attributed in part to the drafters' attempts to incorporate measures for capital flight control into the anti-‐‑
money laundering legislation. The Russian government has expressed its intention to address the economic
conditions that encourage capital flight separately from regulatory and enforcement measures to combat
money laundering, which include reforms in Russia's taxation, customs, banking, and foreign exchange
systems.

The Government of Russia undertook constructive steps in 2000 to draft anti-‐‑money laundering legislation
that conform to international standards. The Ministry of Finance has led an interagency process for drafting
the legislation. The current draft law addresses the weaknesses of the version vetoed in 1999 and includes
strengthened provisions for customer identification, record keeping, and the creation of a financial intelligence
unit. Its introduction into the Duma is expected in early 2001. Russia's efforts to draft anti-‐‑money laundering
legislation have received widespread international support by the Financial Action Task Force (FATF), the
Council of Europe, and the member countries of those organizations. Passage of this legislation will provide
the legal basis to combat the proceeds of crime and those who assist in laundering them. Rapid
implementation of the law will demonstrate Russia's resolve to mitigate its money laundering problems and
become and effective partner in anti-‐‑money laundering efforts.

In 1999, the Central Bank of Russia instituted regulatory measures to scrutinize offshore financial transactions.
In the following six months, wire transfers from Russian banks to offshore financial centers dropped threefold.
In July 2000, President Putin vetoed the law "On Free Economic Zones." The law would have granted customs
and tax advantages to various regions of the Russian Federation as a means to encourage economic
development. A number of Russian businesses had flocked to these free economic zones in anticipation of
passage of this and similar regional laws. Putin's veto of the law lays to rest what would have effectively
provided offshore status to Russian registered businesses.

Citing the lack of a legal and regulatory framework to combat money laundering, the FATF in June 2000 named
Russia among its list of 15 countries that were non-‐‑cooperative in international efforts to combat money
laundering. The FATF report noted four major problems. These included: (1) the lack of anti-‐‑money laundering
laws and regulations, (2) the failure to implement customer identification for many transactions, (3) the lack of
suspicious transaction reporting and an operational financial intelligence unit, and (4) ineffective and untimely
procedures for providing evidence for foreign money laundering investigations. These deficiencies also



prompted the United States Treasury to issue an advisory to US financial institutions, advising them "to give
enhanced scrutiny to transactions or banking relationships that do not involve established, and adequately
identified and understood, commercial or investment enterprises, as well as to transactions involving the
routing of transactions from Russia through third jurisdictions in ways that appear unrelated to commercial
necessities." Other FATF member treasuries also issued similar advisories.

Russia submitted the Council of Europe's (COE) Convention on Laundering, Search, Seizure and Confiscation of
the Proceeds from Crime (Strasbourg Convention) to the Duma for ratification and participates in the COE's
Select Committee of Experts on the Evaluation of Anti-‐‑Money Laundering Measures (PC-‐‑R-‐‑EV). In June 2000,
Russia underwent a mutual evaluation by the PC-‐‑R-‐‑EV, which was reported to the plenary in January 2001. The
evaluation report made detailed suggestions to improve Russia's anti-‐‑money laundering program.

Russia is a party to the 1988 UN Drug Convention, and in December 2000, signed the United Nations
Convention against Transnational Organized Crime.

US law enforcement and regulatory agencies are engaged in a number of technical assistance projects
designed to further Russia's anti-‐‑money laundering efforts. Although formal and informal law enforcement
cooperation is on the rise, differences in money laundering laws and regulations lead to frequent
misunderstandings and misperceptions. This is especially true in the handling of Mutual Legal Assistance
Agreement (MLAA) requests, the main tool for providing assistance in recovering laundered funds and criminal
proceeds. US technical assistance programs focused on providing law enforcement, regulators, and
prosecutors anti-‐‑money laundering training to combat financial crimes. In addition, technical teams assisted
Russian drafters in developing legislation meeting international standards. The technical assistance teams
encouraged the adoption and implementation of money laundering laws and improved methods of mutual
cooperation in money laundering investigations, prosecutions and forfeiture actions.

Russia will need to pass and implement comprehensive legislation that will provide the legal basis to attack the
proceeds of crime and those who assist in laundering them in order to mitigate successfully its money
laundering problems and become an effective partner in global anti-‐‑money laundering efforts.

Samoa (Concern). Samoa is an independent country in the South Pacific. Its offshore financial services sector is
vulnerable to money laundering. Samoa passed the Money Laundering Prevention Act in June 2000. This law
criminalizes money laundering associated with numerous crimes, and sets measures for the prevention of
money laundering and related financial supervision. The law compels financial institutions, offshore and
onshore, to develop and apply internal policies, procedures, and controls to combat money laundering. It
requires financial institutions to record new business transactions exceeding $30,000, to retain records for a
minimum of seven years, and to identify all parties to the transactions; and should address previous concerns
over the existence of anonymous accounts for onshore and offshore banks. It also requires financial
institutions to report transactions considered suspicious to a Money Laundering Authority (MLA) to be
appointed by the Minister of Finance. The MLA will receive and analyze these disclosures, and if it establishes
reasonable grounds to suspect that a transaction involves the proceeds of crime, it will refer the information to
the attorney general and the Commissioner of Police. However, there is nothing in the legislation that prohibits
financial institutions from carrying out business transactions where the beneficial owner of the transactions is
unknown, or represented by an intermediary who will not disclose the identity of the beneficial owner. Section
8 of the Money Laundering Prevention Act states that the new legislation will override all secrecy obligations
for the purpose of money laundering prevention and enforcement. The law also requires individuals to report
to the MLA if they are carrying with them $10,000 or more in cash or negotiable instrument upon entering or
leaving Samoa.

Samoa currently has 10 offshore banks. Section 16 of the Offshore Banking Act does not prohibit persons, who
have been sentenced for an offense involving dishonesty, to apply to be employed as a director or manager of
any offshore bank. The Act only requires prior approval in writing, of the Minister before doing so without
setting any criteria to guide the decision. In addition, there is no provision in the Act that specifies the
qualifications for an owner/shareholder of an offshore bank.

In addition to offshore banks, Samoa's offshore sector includes insurance companies, trusts, and international
business companies (IBCs), of which there are slightly more than 4,085 currently registered. IBCs may be
registered using bearer shares and shelf companies that conceal the identity of the beneficial owner and the
date of incorporation of these entities. Corporate entities may be listed as officers and shareholders because
Samoan IBCs have all the legal powers of a natural person. There are no requirements to file annual statements
or annual returns. These provisions make IBCs particularly attractive to money launderers and have not yet
been addressed by Samoan authorities.

In 2000, the Financial Action Task Force (FATF) reviewed Samoa's anti-‐‑money laundering regime and did not
designate it as a non-‐‑cooperative jurisdiction. The FATF report noted that provisions in the recently enacted
Money Laundering Prevention Bill addressed many of Samoa's deficiencies, but that others would need further
steps. The FATF urged "the Government of Samoa to fully implement the enacted law and to strengthen the



bank licensing procedure."

Samoa is a member of the Asia/Pacific Group on Money Laundering and the South Pacific Forum.

Through the passage of the June 2000 Money Laundering Prevention Act, the Government of Samoa (GOS) has
taken positive steps to strengthen its anti-‐‑money laundering regime. The GOS needs to move quickly to
implement this legislative effort, to appoint the Supervisory Authority that will supervise the financial sector,
and to issue guidelines to financial institutions so that they have a clear understanding of their obligations
under this new law. Particular emphasis needs to be directed toward regulation of the offshore financial sector.
The GOS should enact legislation to identify the beneficial owners of IBCs to help ensure that international
criminals do not use them for money laundering or other financial crimes.

Saudi Arabia (Other). Saudi Arabia is not considered to be a major financial center. However, in recognition of
world-‐‑wide money laundering activities, particularly those involving drugs, the Saudi Arabian Monetary Agency
(SAMA) published in 1995 money laundering control guidelines to assist Saudi banks from being exploited as
channels for illegal transactions and other criminal activity. During 1998, SAMA reviewed the FATF 40
Recommendations and agreed they should be implemented. Simultaneously, an inter-‐‑ministerial committee
reviewed all Saudi laws related to money laundering and prepared amendments to bring them into
conformance with the FATF recommendations. The proposed revisions, in the form of new legislation, were
approved by the Saudi Council of Ministers in late 1999.

There is relatively strong bank supervision in Saudi Arabia and individuals or banks suspected of money
laundering are subject to criminal prosecution under Shari'a (Islamic) law, the Banking Control law, and Saudi
Arabian labor law. Money laundering cases are heard in a Shari'a court, which bases its jurisdiction on a
Koranic passage which states that "assets arising from illegal acts shall be forbidden and confiscated."
Pursuant to the new legislation, relevant Saudi ministries are formulating plans to implement the law. As part
of that process, the Ministry of Interior will establish a committee that has the power to refer cases for criminal
prosecution to the Saudi Board of Grievances. While Shari'a courts deal harshly with money launderers, the
involvement of the Board of Grievances will allow cases to be heard in accordance with guidelines set forth in
the new legislation.

SAMA requires that each bank establish internal money laundering control units to review policies, institute
necessary investigations, and implement training programs. If money laundering is suspected, banks are
required to notify SAMA and the police. SAMA officials and bank compliance officers meet on a monthly basis
to share information on money laundering trends. The Ministry of Interior does not publicly disseminate
statistics regarding money laundering investigations and prosecutions in Saudi Arabia.

Saudi Arabia is a party to the 1988 UN Drug Convention, and in December 2000, signed the United Nations
Convention against Transnational Organized Crime.

Senegal (Other). The extent of money laundering in Senegal is not known. However, officials from the United
Nations in 2000 indicated that the West African region may be fertile ground for money laundering because of
drug trafficking, corruption, networks of contraband arms and precious stones, and weak mechanisms of
control that can be exploited by international criminals. Article 102 of Senegal's 1997 drug code criminalizes
drug laundering by providing punishment of up to 10 years imprisonment. Senegal has also enacted legislation
against narcotics-‐‑related public corruption, but the law does not specifically address money laundering. The
Central Bank of West African States (BCEAO), based in Dakar, is the central bank for Benin, Burkina Faso,
Guinea-‐‑Bissau, Cote d'Ivoire, Mali, Niger, Senegal, and Togo, all of which use the French-‐‑backed CFA franc
currency.

In November 2000 Senegal hosted a meeting of officials from 14 West African countries. The group set up the
Intergovernmental Group for Action Against Money Laundering (GIABA) to coordinate their governments'
actions against money laundering and other transnational crime.

Senegal is a party to the 1998 UN Drug Convention. In December 2000 Senegal signed the United Nations
Convention against Transnational Organized Crime.

Seychelles (Concern). Seychelles is a developing offshore financial center and tourist destination. Currently,
there is little evidence of money laundering.

The development of the offshore financial sector by the Government of Seychelles (GOS) is an attempt to
diversify the economy and increase foreign exchange earnings. The GOS aggressively markets Seychelles as an
offshore financial and business center that is capable of providing for the registration of non-‐‑resident
companies. A major defect of the program is that it still permits the issuance of bearer shares, a feature that
can facilitate money laundering by making it extremely difficult to identify the beneficial owners of an
international business company (IBC). However, Seychelles officials stated in 2000 that they are reviewing the
question of bearer shares and intend to outlaw them. In the interim, the GOS will not approve the issuance of
any more bearer shares. The 4800 registered IBCs pay no taxes in Seychelles, and are not subject to foreign



exchange controls. Seychelles has also created the Seychelles International Trade Zone (SITZ) which is
managed by the Seychelles International Business Authority (SIBA). SIBA, part of the Ministry of International
Trade, acts as the central agency for the registration of IBCs. IBCs are not required to file annual reports.
Seychelles also permits offshore trusts (registered through a licensed trustee) and insurance companies.

Seychelles passed anti-‐‑money laundering legislation in 1996, the Anti-‐‑Money Laundering Act, which
criminalized the laundering of funds from all serious crimes; provided for the reporting of suspicious
transactions and safe harbor protection for individuals and institutions making the reports; mandated record
keeping and "know your customer" requirements; and provided for the forfeiture of the proceeds of crime.

The major area of concern regarding anti-‐‑money laundering practices in the Seychelles related to the Economic
Development Act (EDA) of 1995. The EDA contained immunity provisions, such as protection from asset
seizure and extradition, that could clearly attract international criminal enterprises wishing to shelter
themselves and their proceeds from pursuit by legal authorities. While the EDA never came into force, it
represented a grave threat to efforts to combat money laundering.

Both the Financial Action task Force (FATF) and the United States reacted to the EDA. The FATF applied its
Recommendation 21 on February 1, 1996. That same year, the US Treasury Department issued an advisory to
US financial institutions warning them about the situation in the Seychelles. In February 2000, the FATF
selected Seychelles for review as a possible non-‐‑cooperative jurisdiction. In its efforts to avoid being so-‐‑
designated, the GOS, while maintaining that the EDA had never in fact gone into force, nevertheless agreed to
officially repeal it, which it did on July 25, 2000. In October 2000 the FATF Plenary decided that Seychelles did
not merit being named non-‐‑cooperative, and the FATF rescinded its Recommendation 21. The US Treasury has
yet to rescind its advisory.

The Seychelles is a party to the 1988 UN Drug Convention, and in December 2000, signed the United Nations
Convention against Transnational Organized Crime. Seychelles is a member of the Eastern and Southern Africa
Anti-‐‑Money Laundering Group (ESAAMLG).

The GOS should address the issue of bearer shares and require complete identification of beneficial ownership
of IBCs. It should also establish a financial intelligence unit to collect, analyze and share financial data with
foreign counterparts to effectively combat money laundering and other financial crimes.

Singapore (Primary). As a significant international financial center, Singapore attracts investors from around
the world, including money launderers. Bank secrecy laws and the lack of routine currency reporting
requirements may make Singapore attractive to drug traffickers seeking to launder and move their money.
However, recent legislation and regulations significantly weaken bank secrecy in cases involving most serious
criminal activity, including narcotics-‐‑related money laundering. To bolster law enforcement cooperation and
facilitate information exchange, including information to combat narcotics related money laundering,
Singapore and the US signed the Drug Designation Agreement (DDA) in November 2000, after three years of
negotiations. It is expected to enter into force in early 2001. The DDA is the first such agreement Singapore
has undertaken with another government and is also the first agreement made under the auspices of
Singapore's Mutual Assistance in Criminal Matters Act that was enacted early in 2000. The DDA, however, is
only limited to narcotics cases and does not apply to non-‐‑narcotics related money laundering or financial
fraud cases.

Singapore is a major offshore financial center. As of December 2000, there were 83 offshore banks in
Singapore, all branches of foreign banks. There are no offshore trusts, although banks may open trust,
nominee, and fiduciary accounts. All banks in Singapore, whether domestic or offshore, are subject to the
same regulation, record keeping and reporting requirements. There are also hundreds of offshore international
and financial service businesses. An offshore company must have a local registered office with a physical
address and a minimum of two directors, at least one of whom must be a Singaporean citizen; permanent
resident or employment pass holder. Bearer shares are not permitted. A company incorporated in Singapore
has the same powers as a natural person.

The Corruption, Drug Trafficking and other Serious Crimes (Confiscation of Benefits) Act 1999 (CDSA)
criminalized the laundering of proceeds from narcotics and over 150 other offenses. Financial institutions
must report suspicious transactions and positively identify customers engaging in large currency transactions.
Banks are required to maintain adequate records to respond quickly to the Government of Singapore's (GOS)
inquiries in money laundering cases. However, there are no reporting requirements on amounts of currency
that can be brought into or out of Singapore.

The GOS enacted the Mutual Assistance in Criminal Matters Act (MACM) in March 2000. The MACM
consolidated the existing mutual assistance provisions of the Drug Trafficking Act (DTA) of 1993 and ensured
that the GOS could share records in connection with narcotics investigations and proceedings. The MACM
applies to countries that have concluded treaties, memoranda of understanding or other agreements with
Singapore.



The MACM paved the way for the signature of the Drug Designation Agreement (DDA) with the United States in
November 2000. The DDA will facilitate the exchange of banking and corporate information on drug money
laundering suspects and targets to include access to bank records, reciprocal honoring of seizure/forfeiture
warrants to include the execution of these warrants and the freezing and/or forfeiture of the proceeds of the
drug trafficking, testimony of witnesses, service of process, and the sharing of seized assets. Implementation
and use of the DDA is expected to result in significant seizures of narcotics-‐‑related proceeds in the years
ahead.

In February 2000, the Monetary Authority of Singapore (MAS) issued a series of regulatory guidelines (i.e.,
"Notices") requiring banks to apply "know your customer" standards, adopt internal policies for staff
compliance, and cooperate with enforcement agencies on money laundering cases. Banks must obtain
documentation, such as passports or identity cards, from all personal customers so that the bank can verify
their names, permanent contact addresses, dates of birth, and nationalities, and conduct inquiries into the
bona fides of company customers. The regulations specifically require that banks obtain evidence of the
identity of the beneficial owners of shell companies or trusts. The guidelines also mandate specific record
keeping and reporting requirements, outline examples of suspicious transactions that should prompt
reporting, and establish mandatory intra-‐‑company point-‐‑of-‐‑contact and staff training requirements. MAS
Notice 626 applies to banks; Notice 824 applies to Finance Companies; Notice 1014 applies to Merchant
Banks; and Notice 314 to Direct Life Insurers and Brokers. MAS issued similar guidelines for securities dealers
and investment advisors, and futures brokers and advisors.

The Suspect Transaction Reporting Office (STRO) began operating on 10 January 2000 and receives and
analyzes suspicious transaction reports filed by financial institutions. It is also authorized to exchange
intelligence derived from these reports with foreign counterparts.

Singapore is party to the 1988 UN Drug Convention, and in December 2000, signed the United Nations
Convention against Transnational Organized Crime. Singapore is a member of the Financial Action Task Force
(FATF), the Asia Pacific Group (APG) on Money Laundering, and the Offshore Group of Banking Supervisors
(OGBS).

The GOS should continue close monitoring of its domestic and offshore financial sectors. It should also extend
the DDA to cover non-‐‑narcotics related money laundering and financial fraud cases. As a major financial
center, it should also consider measures to monitor large currency movements into and out of the country to
ensure that international criminals do not abuse Singapore's financial system.

Slovakia (Concern). The geographic, economic, and legal conditions that shape the money laundering
environment in Slovakia are typical of those in other Central European countries. Slovakia's location along the
major lines of communication connecting Western, Eastern, and Southeastern Europe make it a transit country
for smuggling and the trafficking in narcotics, arms, stolen vehicles, and illegal aliens. Organized crime activity
and the opportunities to use gray market channels for laundering also lead to a favorable money laundering
environment. Financial crimes such as fraud, tax evasion, embezzlement, and conducting illegal business have
been particularly problematic for Slovak authorities. Money laundering schemes carried out in Slovakia are also
typical of other countries in transition. These include the use of the financial sector for the movement of
criminal proceeds, fictitious companies, false invoicing schemes, and false documentation of imports and
exports. Banks, insurance companies, and casinos are employed as money laundering mechanisms. Non-‐‑bank
financial institutions have been particularly susceptible to laundering because until recently (January 1, 2001)
they were not subject to transaction reporting requirements.

Slovakia's anti-‐‑money laundering legislation, Act N�249/1994 as amended by Act N� 58/1996 "To Prevent
the Laundering of Proceeds of Most Serious Crimes, Particularly of Organized Crime and to Amend Some Other
Statutory Provisions Enacted by the Authority of the National Council of the Slovak Republic," became effective
on October 1, 1994. Article 252 "Legalization of Proceeds from Criminal Activity" of the Slovak Criminal Code
came into force at the same time. These measures criminalize money laundering, require customer
identification and record keeping, and require banks to report suspicious transactions.

In October 2000, the Slovak Parliament adopted the law "On Protection Against the Legalization of Proceeds
from Criminal Activities." It requires non-‐‑bank financial institutions to report suspicious transactions
beginning January 1, 2001. Non-‐‑bank financial institutions subject to the new law are: casinos, post offices,
brokers, stock exchanges, commodity exchanges, asset management companies, insurance companies, tax
advisors, auditors, and credit unions. The law also abolishes anonymous passbook savings accounts.

The financial intelligence unit (OFiS) of the Bureau of Financial Police (UFP) has jurisdictional responsibilities for
money laundering violations. In its role as Slovakia's financial intelligence unit, the OFiS-‐‑UFP receives and
evaluates the suspicious transaction reports, and collects additional information to establish the suspicion of
money laundering. Once enough information has been obtained to warrant suspicion that a criminal offense
has occurred, the OFiS-‐‑UFP forwards the case to the State Prosecutor's Office for investigation and
prosecution.



Slovakia is a member of the Council of Europe (COE) and participates in the Council of Europe's Select
Committee of Experts on the Evaluation of Anti-‐‑Money Laundering Measures (PC-‐‑R-‐‑EV). Slovakia became a
member of the Organization for Economic Cooperation and Development (OECD) in December 2000, which will
expand opportunities for multilateral engagement on combating money laundering. Slovakia underwent a
mutual evaluation by this group in 1998 and has been implementing changes to its money laundering regime
based on the report's recommendations. The OFiS-‐‑UFP is a member of the Egmont Group. Slovakia is a party to
the 1988 UN Drug Convention, and in December 2000, signed the United Nations Convention against
Transnational Organized Crime.

Slovakia continues to improve its anti-‐‑money laundering legislation. Implementation of the provisions of
Slovakia's newly passed anti-‐‑money laundering legislation will give the Slovak financial system greater
protection by helping it prevent and detect money laundering in all financial sectors, not just the banking
system.

Slovenia (Other). Slovenia's economic stability and location on the Balkan drug route offer attractive
opportunities for money laundering. Major sources of illegal proceeds are auto theft, narcotics trafficking,
fraud, tax evasion, and alien smuggling. Organized crime activity is increasing, although it is less of a problem
than in neighboring countries. Money laundering occurs through the banking system, currency exchange
houses, casinos, real estate transactions, and the physical transport of currency across borders.

Slovenia's 1994 Law on Prevention of Money Laundering criminalized money laundering. It requires all financial
institutions, casinos, and legal and natural persons to report suspicious transactions and currency transactions
above US $22,000. Customer identification is mandatory for all single transactions, and for series of
transactions, exceeding US $13,500. Records must be retained for a minimum of five years.

Slovenia has a financial intelligence unit (FIU), the Office for Money Laundering Prevention, which is a member
of the Egmont Group. Slovenia underwent a mutual evaluation by the Council of Europe's Select Committee of
Experts on the Evaluation of Anti-‐‑Money Laundering Measures (PC-‐‑R-‐‑EV). Slovenia is a party to the 1988 UN
Drug Convention. In December 2000, Slovenia signed the United Nations Convention against Transnational
Organized Crime.

Solomon Islands (Other). Drug trafficking does not occur on a significant scale in the Solomon Islands. The
Islands' banking system is small and has no offshore sector. The country has not criminalized money
laundering.

The Solomon Islands is not a party to the 1988 UN Drug Convention.

South Africa (Concern). South Africa's position as the major financial center in the region and its relatively
sophisticated and unprotected banking and financial sector make South Africa a very attractive target for the
criminal syndicates that have located there. The Russian Mafia, Chinese Triads, and Nigerian drug traffickers
have been identified in South Africa, along with native South African criminal groups. Diamonds and weapons
smuggling, trade in endangered species, narcotics trafficking, and money laundering are major criminal
activities challenging local law enforcement. In late 2000, the Government of South Africa (SAG) sent new
legislation, the Financial Intelligence Center Bill, to parliament that when passed and implemented will
substantially increase the SAG's ability to combat these crimes.

Money laundering for all serious crimes was criminalized by the Proceeds of Crime Act, No. 76 of 1996. This
Act was superceded by the Prevention of Organized Crime Act, No. 121 of 1998 (POCA), which also
criminalizes money laundering, mandates the reporting of suspicious transactions, and provides a "safe
harbor" for good-‐‑faith compliance. Subsequent regulations directed that these reports be sent to the
commercial Crime Unit (CCU) of the South African Police. Both of these Acts contain criminal and civil forfeiture
provisions. However, South Africa has been unsuccessful in implementing this existing anti-‐‑money laundering
legislation. The POCA was amended several times, and several challenges to arrests and seizures are pending.

The Financial Intelligence Center Bill (FICB), submitted to Parliament in late 2000, provides for the
establishment and staffing of a Financial Intelligence Center (FIC) that would coordinate policy and efforts to
counter money laundering activities and act as a centralized repository of information. The bill would require a
wide range of financial institutions to identify customers, maintain records of transactions for at least five
years, and report transactions of a suspicious nature to the FIC. If it has reasonable grounds to suspect that a
transaction involves the proceeds of criminal activities, the FIC will forward this information to the investigative
and prosecutorial authorities. The bill would also establish a Money Laundering Advisory Council to advise the
Minister of Finance on policies and measures to combat money laundering. The FICB is expected to be enacted
in 2001.

South Africa has no offshore financial center.

South Africa is a party to the 1988 UN Drug Convention and in December 2000 signed the United Nations
Convention against Transnational Organized Crime. The United States and South Africa have concluded a



bilateral extradition treaty and a Mutual Legal Assistance Treaty, both of which are expected to enter into force
in 2001. South Africa is a member of the Eastern and Southern Africa Anti-‐‑Money Laundering Group
(ESAAMLG) and is expected to sign the group's memorandum of understanding in 2001.

Enactment and implementation of the FICB, currently before Parliament, would significantly strengthen South
Africa's anti-‐‑money laundering regime and help protect South Africa's banking sector from abuse by criminals
and criminal organizations.

Spain (Primary). Money laundering occurs primarily in Spain's financial system, although there are indications
that funds are also being laundered through the acquisition and sale of real estate. Spanish authorities have
noted that traffickers continue to use courier networks to remit large amounts of bulk cash to South America
and the Middle East. The one area that drug trafficking organizations may be able to exploit is the stock
market because it falls outside of the money laundering legislation.

The Government of Spain (GOS) has been addressing the money-‐‑laundering problem through the 1993
Prevention of Money Laundering Act and its corresponding 1995 implementing regulations. The Act
criminalizes the laundering of proceeds linked to the illicit drug trade, terrorism and organized crime.
Subsequent to the 1993 Act, reforms made to the Penal Code in December 1995 extended the criminalization
of money laundering to all serious crimes.

The financial sector, particularly the banking community, continues to respond positively to the requirements
of the Act and the regulations that require the reporting of the identities of customers engaging in large
currency transactions, the maintenance of records, and the reporting of suspicious financial transactions.
These reporting requirements apply to other financial sectors including credit card companies, currency
exchange houses, jewelers, dealers in antiques, art stamps and coins, credit unions, and companies dealing in
investments, securities, and/or insurance. The Act established the Commission for the Prevention of Money
Laundering and Monetary Offenses to coordinate all of Spain's anti-‐‑money laundering efforts, and the
Executive Service of this Commission (SEPBLAC) functions as Spain's financial intelligence unit (FIU). SEPBLAC
receives and analysis the reports of suspicious financial transactions and forwards those indicating money
laundering activity to law enforcement. SEPBLAC is a member of the Egmont Group of FIUs.

Spain continues to provide training and promote institution-‐‑building programs aimed at increasing the
effectiveness of the judicial and law enforcement sectors, particularly in South and Central America. Spain is a
member of the Financial Action Task Force (FATF), and currently holds the presidency until June 2001. Spain is
also an observer member of the newly created South American Financial Action Task Force (GAFISUD), and a
Cooperating and Supporting Nation of the Caribbean Financial Action Task Force (CFATF). Spain is a member of
the EU, a party to the 1988 UN Drug Convention, and in December 2000 it signed the United Nations
Convention against Transnational Organized Crime.

Spain has signed criminal legal assistance agreements with the United States, Australia, Chile, Canada,
Argentina, Mexico, the Dominican Republic, Uruguay and Morocco. Spain's Mutual Legal Assistance Treaty with
the United States has been in force since 1993. In addition, a number of Spain's bilateral agreements to fight
drug trafficking and organized crime provide for cooperation through information exchange and mutual
assistance in combating money laundering. The countries with which Spain has concluded agreements in these
areas include France, Portugal, the United Kingdom, Turkey, Italy, Chile, the Russian Federation, Israel, Bolivia,
Mexico, El Salvador, Venezuela, Uruguay, Malta and Panama.

The GOS should continue its strong enforcement of its anti-‐‑money laundering program and international
leadership to combat money laundering. It should also consider measures to address possible money
laundering in the stock market to ensure that this sector is not used for financial crimes.

Sri Lanka (Other). Sri Lanka is not considered to be money laundering center, and it is not a tax haven,
offshore banking facility or important financial center in the region. The government neither facilitates nor
encourages money laundering. Sri Lanka maintains strict currency controls that inhibit money laundering
activity.

Sri Lanka's Bank Secrecy Act makes financial transactions relating to narcotics trafficking illegal. In 2000, the
central bank assisted in formulating a draft anti-‐‑money laundering bill that contains know your customer
provisions and would hold bank directors liable if their institutions are used for money laundering. This
legislation has not yet been presented to Parliament.

Sri Lanka is a party to the 1988 UN Drug Convention and a member of the Asia/Pacific Group on Money
laundering (APG). In December 2000 Sri Lanka signed the United Nations Convention against Transnational
Organized Crime.

St. Kitts and Nevis (Primary). St. Kitts and Nevis is a federation composed of two islands located in the
eastern Caribbean Sea. It is at major risk for money laundering mainly because of the high volume of drug
trafficking activity through and around the islands, the presence of known traffickers on the islands, and



offshore services that protect client secrecy. A number of Russian organized crime figures have taken up
residence in St. Kitts.

Although St. Kitts has an offshore sector that includes approximately 500 "exempt companies" (international
business companies), most of the financial activity in the Federation is concentrated in Nevis, whose economy
has become increasingly dependent upon the fees generated by the registration of offshore entities. One
offshore bank and more than 19,000 offshore companies are registered in Nevis. St. Kitts and Nevis also offers
offshore trusts, and as of mid-‐‑1999 had issued 10 Internet gaming licenses. As elsewhere in the Caribbean, St.
Kitts and Nevis also provides an economic citizenship program by which one can buy St. Kitts and Nevis
nationality and adopt a new name. St. Kitts and Nevis has the oldest economic citizenship program in the
eastern Caribbean under the Citizenship Act of 1984. International law enforcement officials have criticized
these programs, as they provide the opportunity for criminals to create new identities that are used to facilitate
travel and create offshore companies for money laundering, financial fraud, and other illicit activities.

The anti-‐‑money laundering regime embodied in the legal, supervisory, and regulatory systems of St. Kitts and
Nevis suffers from serious systemic problems. The Proceeds of Crime Act 1993 criminalized drug-‐‑related
money laundering, mandated record keeping by financial institutions, and permitted reporting of suspicious
transactions. But financial institutions operating in St. Kitts and Nevis are still not required to report suspicious
transactions. Moreover, drug money laundering is punishable only by the imposition of fines. The bank secrecy
laws of St. Kitts and Nevis also prohibit governmental authorities from obtaining financial information about
customer identification and transactions that are collected and maintained by financial institutions. Offshore
companies (including those that operate as financial institutions) registered in Nevis are not effectively
supervised. Bearer shares allow anonymous corporate ownership, and entities do not require verification of the
identity of customers, or maintenance of records relating to the identity of customers.

Citing these deficiencies, the Financial Action Task Force (FATF) identified St. Kitts and Nevis as "non-‐‑
cooperative" in the fight against money laundering.

The US Treasury Department issued an advisory on St. Kitts and Nevis in July 2000 advising banks and other
financial institutions operating in the United States "to give enhanced scrutiny to all financial transactions
originating in or routed to or through the Federation of St. Kitts and Nevis, or involving entities organized or
domiciled, or persons maintaining accounts in St. Kitts and Nevis."

St. Kitts and Nevis is a member of the Caribbean Financial Action Task Force (CFATF) and underwent a mutual
evaluation in February 1999. After extended delays by the Kittian government, the report was finally discussed
and adopted at the October 2000 CFATF Council meeting in Aruba.

In response to findings of the CFATF mutual evaluation, as well as the FATF designation, the Government of St.
Kitts and the Nevis Island (GOSKN) established a task force that includes officials from both jurisdictions. The
task force is working to revise offshore legislation and regulations as well as to establish a financial
intelligence unit.

In November 2000, the GOSKN enacted several new measures to address some of the deficiencies in its anti-‐‑
money laundering regime. The Proceeds of Crime Act 2000 criminalizes the laundering of proceeds from all
serious offenses ("any offense triable on indictment or hybrid offences from which a person has benefited").
The Financial Intelligence Unit (FIU) Act 2000 establishes the legislative basis for an FIU that will be able to
cooperate with foreign counterparts, although it appears the unit would not be able to cooperate during the
information phase. Rather, it could share information only after criminal proceedings against a subject have
already begun. The Financial Services Commission Act 2000 creates the legal basis for the appointment by the
Minister of Finance of a commission that will include one regulator for St. Kitts and one for Nevis for the
islands' onshore sectors.

St. Kitts and Nevis has signed a mutual legal assistance treaty (MLAT) with the United States, which entered
into force in early 2000. St. Kitts and Nevis is a member of the Organization of American States Inter-‐‑American
Drug Abuse Control Commission (OAS/CICAD) Experts Group to Control Money Laundering. St. Kitts and Nevis
is a party to the 1988 UN Drug Convention.

The GOSKN needs to build upon its recent efforts to improve its anti-‐‑money laundering regime to meet
international standards. New laws and regulations should be consistent in both islands of the federation. The
GOSKN should enact legal measures to require registration of the beneficial owners of companies and bank
accounts and provide adequate resources to enforce compliance by offshore entities. In addition, the GOSKN
should quickly establish a financial intelligence unit and provide it the legal authority to share information with
foreign counterparts during the information-‐‑gathering phase of an investigation. It should also institute better
control and due diligence in its economic citizenship program to prevent possible abuse by international
criminals.

St. Lucia (Concern). St. Lucia is not a major financial center. However, St. Lucia has recently developed an
offshore financial services center that could make the island more vulnerable to money laundering and other



financial crimes.

In November 1999 the Government of St. Lucia (GOSL) enacted the Money Laundering (Prevention) Act, which
criminalizes the laundering of proceeds relating to 15 prescribed offenses, including drug trafficking,
corruption, fraud, terrorism, gambling, and robbery. It contains know-‐‑your-‐‑customer provisions, suspicious
transaction reporting requirements, and record keeping requirements. These obligations apply to domestic
and offshore financial institutions, including credit unions, trust companies, and insurance companies. The
Proceeds of Crime Act 1993 requires financial institutions to retain account opening information and details of
transactions for seven years. The Money Laundering (Prevention) Act now imposes a duty on financial
institutions to take "reasonable measures" to establish the identity of customers, and requires accounts to be
maintained in the true name of the holder. In addition, the Act now requires an institution to take reasonable
measures to identify the underlying beneficial owner when an agent, trustee, or nominee operates an account.
In April 2000, the Financial Services Supervision Unit issued detailed guidance notes, entitled "Minimum Due
Diligence Checks, to be Conducted by Registered Agents and Trustees."

The Act also established the Money Laundering (Prevention) Authority in early 2000. This Authority consists of
five persons "who have sound knowledge of the law, banking or finance." The Authority's functions include
receipt of suspicious transactions reports, the subsequent investigation of the transactions, dissemination of
information within or outside of St. Lucia, and the monitoring of compliance with the law. The Money
Laundering (Prevention) Act imposes a duty on the Money Laundering (Prevention) Authority to cooperate with
foreign competent authorities. Assistance includes the provision of documents, giving of testimony,
undertaking of examinations, execution of search and seizure, and the provision of information and evidential
items. The legislation is new; therefore, there is no experience of its effectiveness.

In 1999 the GOSL also enacted a comprehensive inventory of offshore legislation, consisting of the
International Business Companies (IBC) Act, the Registered Agent and Trustee Licensing Act, the International
Trusts Act, the International Insurance Act, the Mutual Funds Act, and the International Banks Act. The sector
presently has one offshore bank, three insurance companies, and approximately 100 IBCs.

The IBC Act does not provide for a licensing regime, but allows for a simple registration process, which is
automatic upon submission of the correct documents and is controlled by a private sector company that also
has responsibility for marketing the OFC. IBCs intending to engage in banking, insurance or mutual funds
business may not be registered without the approval of the Minister. An IBC may be struck off the register on
the grounds of carrying on business against the public interest.

As a member of the Caribbean Financial Action Task Force (CFATF), St. Lucia underwent a first mutual
evaluation in compliance with CFATF requirements. The report on the evaluation, which preceded the
establishment of St. Lucia's offshore sector, was reviewed at the July 1999 CFATF Plenary.

The Financial Action Task Force (FATF) reviewed the anti-‐‑money laundering regime of St. Lucia in 2000, and
although it did not determine St. Lucia to be non-‐‑cooperative in international efforts to combat money
laundering, the FATF did make the following comments:

Although St. Lucia enacted relatively comprehensive new money laundering legislation early this year, it
appears not to have structured its offshore financial services regulatory regime in such a way as to prevent
conflicts of interest with the private sector in decision-‐‑making and operations. This conflict of interest has the
potential of undermining the anti-‐‑money laundering system. It also appears as though the regulatory body
may not be staffed sufficiently to oversee the rapidly developing offshore services sector. The FATF urges St.
Lucia to remedy these deficiencies and will follow up progress in the matter.

St. Lucia is a party to the 1988 UN Drug Convention and a member of the Organization of American States
Inter-‐‑American Drug Abuse Control Commission (OAS/CICAD) Experts Group to Control Money Laundering.. In
February 2000, St. Lucia and the US brought into force, by an exchange of instruments of ratification, a Mutual
Legal Assistance Treaty and an extradition treaty.

The GOSL should strongly enforce the Money Laundering (Prevention) Act and establish the Money Laundering
(Prevention) Authority to act as a financial intelligence unit. It should also move quickly to prevent the
intermingling of the government's regulatory role and its responsibilities with respect to commercial marketing
of the sector. The GOSL also needs to devote adequate resources toward regulating the new offshore financial
sector to ensure that money launderers and other criminals do not abuse it.

St. Vincent and the Grenadines (Primary). St. Vincent and the Grenadines (SVG) has a growing offshore sector
that is vulnerable to money laundering because of its inadequate regulation and strict secrecy laws. SVG is a
transshipment point for cocaine, and marijuana production plays an important role in the local economy.
However, the amounts do not reach the major-‐‑producer threshold nor do they significantly affect the United
States.

SVG's offshore sector offers banks, trusts, insurance companies, international business companies (IBCs),



mutual funds, international shipping companies, and Internet gaming licenses. SVG assures individuals who
are seeking to protect their assets from civil judgement that SVG will not cooperate with foreign civil courts.
Section 39 of the International Trust Act restricts recognition of foreign judgements against asset protection
trusts established in SVG. IBCs may register on-‐‑line, issue bearer shares, and take advantage of pre-‐‑named
"shelf-‐‑companies" that disguise the true dates of incorporation. IBCs also are not required to file accounts with
any authority, and are exempt from taxes for 25 years.

Recently, SVG created the legislative framework for an economic citizenship program-‐‑and has publicly
projected that it could earn approximately US $4.5 million in 2000 from passport sales.

In 1996, SVG passed legislation that created the Offshore Finance Authority (OFA) as the sole body regulating
its offshore sector. The OFA also is engaged in marketing the offshore sector, thereby creating a conflict of
interest. The OFA is responsible for appointing an offshore finance inspector, licensing and regulating offshore
banks, and overseeing the activities of the Registrar of Companies, the entity responsible for approving IBC
licenses. The OFA's staff of 11, which includes clerical staff, must supervise SVG's 28 offshore banks and
approximately 11,000 IBCs.

The Eastern Caribbean Central Bank (ECCB) supervises SVG's five domestic banks. In 1995, the ECCB issued
Anti-‐‑Money Laundering Guidance Notes that follow CFATF recommendations. However, the Guidance Notes
apply only to the domestic banking sector and lack enforcement mechanisms. The ECCB Guidance Notes do
not apply to SVG's non-‐‑bank financial institutions, businesses, or the offshore sector.

The Proceeds of Crime Act (PCA) 1997 criminalizes money laundering related to the proceeds of crime and
organized fraud. However, the Act's definition of "proceeds of crime" is not clear. The PCA obliges financial
institutions to maintain records related to the opening and closing of accounts and transactions that exceed
Eastern Caribbean $5,000 (approximately US $1,800) for a minimum of seven years. The PCA also authorized
financial institutions to voluntarily report transactions to a police officer or the Director of Public Prosecutions
if the institution had reasonable grounds to believe that the transaction involved the proceeds of crime.
According to SVG authorities, the Proceeds of Crime (Amendment) Act 1999 makes this reporting system
mandatory, and obliges financial institutions to report currency transactions that exceed US $10,000 to the
Anti-‐‑Money Laundering Committee (AMLC). SVG authorities, however, have not yet produced copies of this
amended act. The AMLC is comprised of representatives from law enforcement, Customs, and the Offshore
Finance Authority, and is tasked with reviewing reports from financial institutions and recommending further
investigation if necessary. To date, the AMLC has not met.

In June 2000, the Financial Action Task Force (FATF) identified SVG as one of 15 countries that are non-‐‑
cooperative in international efforts to combat money laundering. The FATF cited several concerns in its
accompanying report:

There are no anti-‐‑money laundering regulations or guidelines in place with respect to offshore financial
institutions, and thus no customer identification or record-‐‑keeping requirements or procedures. Resources
devoted to supervision are extremely limited. Licensing and registration requirements for financial institutions
are rudimentary. There is no system to require reporting of suspicious transactions. IBC and trust law
provisions create additional obstacles, and the Offshore Finance Authority is prohibited by law from providing
international cooperation with respect to information related to an application for a license, the affairs of a
licensee, or the identity or affairs of a customer of a licensee. International judicial assistance is unduly limited
to situations where proceedings have been commenced against a defendant in a foreign jurisdiction.

The US Treasury Department issued an advisory to US financial institutions, indicating that they "should give
enhanced scrutiny to any transaction originating in or routed to or through St. Vincent and the Grenadines, or
involving entities organized or domiciled, or persons maintaining accounts, in St. Vincent and the Grenadines."

Since issuance of the FATF's report, SVG has addressed some of the deficiencies in its anti-‐‑money laundering
regime. In July 2000, it revoked the license of six offshore banks for non-‐‑compliance with certain provisions of
the Offshore Banking Act (OBA), such as refusal to make quarterly statements of accounts and submit audited
financial statements. The owner of one of these banks subsequently demanded repayment of alleged loans
that he claimed his bank had made to government officials. All the alleged recipients have denied procuring
such loans. These loans would have been illegal under the OBA because offshore banks are prohibited from
having business dealings with Vincentian citizens.

In August 2000, SVG amended the International Banks Act (IBA) to increase the OFA's oversight of offshore
banks, and amended the Confidential Relationships Preservation Act to allow the offshore finance inspector
greater access to banking information. However, there continue to be significant restrictions on the sharing of
such information with international authorities. In October 2000, SVG again amended the IBA to allow the
offshore financial inspector access to the name or title of an account of a customer and any other confidential
information about the customer that is in the possession of a license.

SVG is a member of the CFATF and has undergone a mutual evaluation by that body. In addition, SVG is a



member of the Organization of American States Inter-‐‑American Drug Abuse Control Commission (OAS/CICAD)
Experts Group to Control Money Laundering. SVG is a party to the 1988 UN Drug Convention.

Current SVG law limits the exchange of financial information, the sharing of assets and the degree of
cooperation with foreign authorities on financial investigations. For example, the Confidential Relationships
Preservation (International Finance) Act of 1996 could impede international cooperation, although its most
restrictive section has been removed. An updated extradition treaty and a Mutual Legal Assistance Treaty
(MLAT) between the United States and SVG entered into force in September 1999.

SVG must fully implement the recommendations of the CFATF mutual evaluation and address concerns
identified by the FATF. SVG also should ensure that it properly supervises the offshore sector and adequately
trains regulatory and law enforcement personnel on money laundering operations and investigations. SVG
should put into place a mechanism to ensure separation between the offshore sector regulatory and marketing
responsibilities. SVG is urged to exercise particular caution in implementing an economic citizenship program,
since without proper due diligence, such a program could offer an avenue for international criminals to hide
both themselves and their illicit profits.

Suriname (Other). Although money laundering is believed to occur in Suriname-‐‑primarily through the sale of
gold purchased with illicit funds and manipulation of commercial and state-‐‑controlled bank accounts-‐‑no data
is available for 2000 on its extent. Casinos also may facilitate money laundering. The police have created a
financial investigative unit; however, Suriname's overall anti-‐‑money laundering regime is considered weak.

In mid-‐‑2000, Suriname resumed its participation in the Caribbean Financial Action Task Force (CFATF). In
November 2000, the CFATF conducted a mutual evaluation of Suriname's anti-‐‑money laundering regime. The
results have not yet been presented to the CFATF Plenary. CFATF also has offered to assist the Government of
Suriname in drafting new anti-‐‑money laundering legislation that would meet international standards.

Suriname is a party to the 1988 UN Drug Convention, and is a member of the Organization of American States
Inter-‐‑American Drug Abuse Control Commission (OAS/CICAD) Experts Group to Control Money Laundering.

Swaziland (Other). International drug trafficking continues to grow in Swaziland, increasing the threat of
money laundering. Swaziland's proximity to South Africa, lack of effective antidrug legislation; limited
enforcement resources; a relatively open society; and a developed economic infrastructure contribute towards
making Swaziland attractive as a regional base or transshipment point for trafficking organizations and
increases the risk for money laundering.

Swaziland's 1929 narcotics law does not address conspiracy, asset seizure, or money laundering. However, the
Swazi government plans to address these issues. Parliament is expected to review and pass a new Money
Laundering Bill in the first quarter of 2001. The Money Laundering Bill outlines penalties for money laundering,
designates the Central Bank of Swaziland as the supervisory authority, and provides conditions when assets
may be frozen and forfeited. Unfortunately, the bill's penalties for money laundering appear relatively weak:
six years imprisonment, a fine amounting to roughly $2,600, or both. Swaziland also has an extradition treaty
with South Africa, as well as a protocol and mutual understanding on narcotics with Commonwealth Countries.

Swaziland is party to the 1988 UN Drug Convention. In December 2000 Swaziland signed the United Nations
Convention against Transnational Organized Crime. Swaziland is expected to sign the Memorandum of
Understanding of the newly formed Eastern and Southern Africa Anti-‐‑Money Laundering Group (ESAAMLG), a
FATF-‐‑style body, in the near future.

Sweden (Other). In 1999, Swedish anti-‐‑money laundering legislation was amended to cover all types of
proceeds from criminal activity. Previously, money launderers were usually prosecuted for a receiving offense,
such as receiving stolen goods. This tightening up of existing money laundering control was intended to allow
Sweden to fulfill the recommendations of the Hague Forfeiture Convention.

Swedish law requires financial institutions, insurance companies, and currency exchange houses to verify
customer identification, inquire into a transaction's background, and verify identities for each transaction,
particularly in the case of new customers involving amounts above SEK 110,000 (US$ 13,250). Any suspicious
individuals/transactions are required to be reported to the police financial intelligence unit (FIU). The law was
changed in 1999 so that non-‐‑complying institutions would be sanctioned, rather than individual officers. Since
1999, the FIU has been entitled to demand customer information from dealers in antiques, jewelry, and art;
companies buying and selling new and used vehicles; and firms dealing with gambling and sale of lottery
tickets. Starting January 1, 2001, this requirement applies to money transfer companies as well. Swedish law
also provides for the seizure of assets derived from drug-‐‑related activity.

Sweden has endorsed the September 1997 Basle committee "Core Principles for Effective Banking Supervision."
Sweden is a member of the Financial Action Task Force, the Council of Europe, and its FIU is a member of the
Egmont Group. Sweden is a party to the 1988 UN Drug Convention and in 2000 it signed the United Nations
Convention against Transnational Organized Crime.



Switzerland (Primary). Switzerland is a major international financial center. The country is attractive to money
launderers because of the strength of the Swiss Franc (SFR) and the sophisticated nature of financial services in
Switzerland. Although Swiss bank secrecy rules may appear vulnerable to abuse by those transferring illegally
obtained assets, Swiss authorities waive secrecy rules in the prosecution of money laundering and other
criminal cases.

Switzerland is a transit point for drugs en route to other European countries, and the destination for narcotics
deliveries, especially heroin and cocaine. Reporting indicates that criminals attempt to launder proceeds in
Switzerland from a wide range of illegal activities conducted worldwide, particularly narcotics trafficking and
corruption. Both Swiss and foreign individuals or entities conduct money laundering activities. However,
narcotics-‐‑related money laundering proceeds are largely controlled by foreign drug-‐‑trafficking organizations.

Money laundering was criminalized by Article 305bis of the Swiss Penal Code. Articles 58 and 305ter of the
Swiss Penal Code, CFB (Swiss Federal Banking Commission) Directive 91/3 of 1/7/98, and the Agreement on
the Banks' Obligation of Diligence also address money laundering. Switzerland has implemented legislation for
identifying, tracing, freezing, seizing and forfeiting narcotics-‐‑related assets.

On April 1, 1998, Switzerland enacted the Money Laundering Act (MLA), which extended money laundering
regulations to non-‐‑bank financial institutions. The MLA mandated that all financial intermediaries join an
accredited self-‐‑regulating body (SRB), or apply for direct supervision under the Money Laundering Financial
Control Authority (MLCA) of the Federal Finance Administration, by April 1, 2000. The SRBs must be
independent of the management of the intermediaries they supervise, and enforce compliance with due
diligence obligations. Non-‐‑compliance can result in a SFR 200,000 fine, or a revoked license. Between 12,000
to 15,000 fiduciaries operate in this previously unregulated arena. Key non-‐‑bank intermediaries have failed to
comply with the law. Some are challenging the law in court, others are lobbying to have the law weakened.
Attorneys in the finance department ruled against prosecution of two precedent cases of non-‐‑compliance
referred by the MLCA. Another 28 cases are on hold while the finance department decides how to deal with the
lack of cooperation from approximately half of the country's financial intermediaries.

In December 1999, the Efficiency Bill was passed by parliament. The purpose of this bill is to make the
prosecution of organized crime, money laundering, corruption and other white-‐‑collar crime more effective, by
increasing personnel and financing of the criminal police section of the Federal police office. The new law gives
the Federal police and Attorney General's Office the authority to handle cases with international scope, involve
several cantons, or which deal with money laundering, organized crime, corruption, and white-‐‑collar crime.
The law becomes effective January 1, 2002.

The Money Laundering Reporting Office Switzerland (MROS) is Switzerland's financial intelligence unit, and is a
member of the Egmont Group. All financial intermediaries (banks, insurers, fund managers, currency exchange
houses, securities brokers, etc) are legally obliged to establish customer identity when forming a business
relationship. They also must notify the MROS, or a government authorized supervisory body, if a transaction
appears suspicious. If financial institutions determine that the assets were derived from criminal activity, the
assets must be frozen immediately until a prosecutor decides on further action. In June 2000, the MROS
published its second annual report covering April 1999 through March 2000. During this reporting period, the
MROS received 370 reports of suspicious activity concerning assets in the amount of US $15,500,000. Of these
reports, 55 were for suspected money laundering. MROS reported that 63 percent of the reports forwarded to
the prosecuting authorities the previous year actually resulted in criminal proceedings that are still underway.

Credit Suisse was among the Swiss banks to be severely rebuked by the Federal Banking Commission in the
money laundering scandal concerning more than US $600 million {$4 billion} that were stolen from Nigeria by
General Abacha during his dictatorship. Recently, the Swiss Federal Banking Commission filed a complaint with
the Swiss Bankers Association (SBA) over the US $214 million that Credit Suisse had accepted from two sons of
General Abacha. The SBA is studying whether to levy a fine, which could cost Credit Suisse up to SFR 10
million. In October 2000, eleven international private banks, including the Credit Suisse Group, agreed to
voluntary anti-‐‑money laundering guidelines (known as the Wolfsberg Principles) for private banking developed
in collaboration with the NGO Transparency International. Also, a recent anticorruption law makes bribery of
foreign officials a predicate offense under Swiss law for money laundering.

Switzerland's banking industry offers the same account services for both residents and non-‐‑residents alike.
These can be opened through various intermediaries who advertise their services. As part of Switzerland's
international financial services, banks offer certain well-‐‑regulated offshore services, including permitting non-‐‑
residents to form offshore companies to conduct business, which can be used for tax reduction purposes.
Swiss law obliges financial intermediaries to verify the identity of customers in all cases.

The Swiss Commercial Law does not recognize any offshore mechanism per se and its provisions apply equally
to residents and non-‐‑residents. The stock company and the limited liability company are two standard forms
of incorporation offered by Swiss Commercial Law. The financial intermediary is required to verify the identity
of the beneficial owner of the stock company. The financial intermediaries must also be informed of any



change regarding the beneficial owner. The stock company requires that US $64,000 of share capital be
deposited prior to formation of the company. From this capital, bearer shares may be issued. The Limited
Liability Company requires share capital of US $12,800 to be on deposit before the company can be formed.
This type of company cannot issue bearer shares, the identity of the beneficial owner must be disclosed, and is
listed in the commercial register.

Switzerland cooperates with the US to trace and seize assets, and has shared a large amount of funds seized
with the US government (USG) and other governments. The Government of Switzerland has worked closely with
the USG on numerous money laundering cases. The banking community cooperates with enforcement efforts.
In addition, new legislation permits "spontaneous transmittal"-‐‑allowing the Swiss investigating magistrate to
signal to foreign law enforcement authorities the existence of evidence in Switzerland. For example, the Swiss
used this provision to signal to Peru regarding accounts linked to former Peruvian presidential advisor
Montesinos.

On December 4-‐‑5, 2000, the US-‐‑Swiss Joint Economic Commission consultations on International Economic
Crime were held in Bern, Switzerland. The participants consisted of Swiss officials, US Justice, Treasury, State,
Federal Reserve, Drug Enforcement Administration, and Federal Bureau of Investigation representatives. The
purpose of the consultations was to identify steps towards closer cooperation.

In December 2000, Switzerland signed the United Nations Convention against Transnational Organized Crime.
Switzerland has a Mutual Legal Assistance Treaty in place with the US to exchange records and provide
information in connection with narcotics investigations and proceedings. Switzerland has ratified the Council
of Europe Convention on the laundering, search, seizure and confiscation of proceeds from crime. Switzerland
is a member of the Financial Action Task Force on money laundering.

Switzerland has been vigilant in developing anti-‐‑money laundering policies, and allocating resources to thwart
money laundering. The Government of Switzerland needs to resolve the problem of non-‐‑compliance with its
MLA, on the part of the non-‐‑bank financial intermediaries, in order to more fully implement its anti-‐‑money
laundering legislation.

Taiwan (Primary). Taiwan's location in Asia and its sizable shipping industry make it a crossroads for
commerce throughout the Asia-‐‑Pacific region. The involvement of Taiwan-‐‑based organized crime groups in
international narcotics trafficking exposes Taiwan's financial institutions to the associated threat of money
laundering. Criminal proceeds derived from financial crime and corruption as well as from foreign sources are
laundered through Taiwan's financial system.

An alarming trend recently identified by Taiwanese authorities is the increasing use of the stock market for
money laundering. According to statistics published by Taiwan's financial intelligence unit (FIU), the Money
Laundering Prevention Center (MLPC), 40 percent of money laundering cases prosecuted in Taiwan occurred
through securities companies. In 50 percent of money laundering cases, criminal proceeds were transferred
abroad. The US, Thailand, Hong Kong, and the People's Republic of China were the primary destinations for
laundered proceeds, respectively.

The MLPC became operational on April 23, 1997. It processed 436 Suspicious Activity Reports (SARs) in 1997;
1,218 in 1998; and 1,199 in 1999. SARs reported in 1998 resulted in 210 cases referred for investigation.
1999 SARs resulted in 238 cases referred for investigation. Taiwan has successfully prosecuted several money
laundering cases based on SARs. In 2000 there were nine indictments and six convictions for money
laundering.

Taiwan's Money Laundering Control Act (MLCA) of April 1997 criminalized money laundering for a wide variety
of crimes, referencing specific predicate offenses. However, some concern has arisen because tax evasion and
gaming were not among the predicate offenses referenced. The MLCA for the most part meets international
standards for money laundering. However, Taiwan continues to consider various possible amendments to
improve the effectiveness of the law. Currently, financial institutions are not prohibited from informing their
clients about the reporting of client suspicious transactions to the MLPC. Discussions continue within the
Taiwanese agencies to amend the MLCA to prohibit client notification of suspicious transactions. Another
proposed amendment under consideration would require a number of non-‐‑bank financial institutions with
known money laundering activity to report suspicious transactions to the MLPC. These include pawnshops,
travel bureaus, antique dealers, auto dealers, and real estate businesses.

Taiwan is a founding member of the Asia Pacific Group on Money Laundering and actively participates in the
Group's meetings. The MLPC is a member of the Egmont Group.

The successful prosecutions of money launderers based on SAR reporting attest to the effectiveness of
Taiwan's anti-‐‑money laundering regime. Taiwan should pass the proposed amendments to the MLCA,
especially in the areas of client non-‐‑disclosure of suspicious transaction reporting and the inclusion of tax
evasion as a predicate offense. These measures will enhance the admirable progress Taiwan has made thus far
in combating money laundering.



Tajikistan (Other). Tajikistan is not a financial center, and its underdeveloped banking sector will likely keep it
from being attractive for money laundering in the near future. However, with average monthly income in the
country remaining at less than $10, the temptation to become involved in narcotics-‐‑related transactions
remains high for many segments of the society. Tajikistan has not criminalized money laundering.

Tajikistan is a party to the 1988 UN Drug Convention. It also has a bilateral cooperation agreement with the
United States that facilitates the delivery of anti-‐‑money laundering training. In December 2000 Tajikistan
signed the United Nations Convention against Transnational Organized Crime.

Tanzania (Other). Money laundering is present in Tanzania, a fact confirmed by police and government
officials. However, to date there have been no prosecutions for drug-‐‑related money laundering. A very weak
financial sector and an under-‐‑trained, under-‐‑funded law enforcement apparatus make such crimes difficult to
track and prosecute. Officials believe that real estate and used cars are areas where money laundering is
present.

Money laundering is an illegal act under the Prevention of Corruption Act and the Proceeds of Crime Act 1991.
The latter criminalizes drug-‐‑related money laundering and obliges financial institutions to maintain records of
transactions exceeding 10,000 shillings (approximately US $12) for a period of 10 years. If the institution has
reasonable grounds to believe that a transaction relates to money laundering, it may communicate this
information to the police for investigation. A "safe harbor" provision protects such disclosure.

In November 2000, Kenya, Uganda and Tanzania held a conference on money laundering under the auspices of
the East African Community (EAC). Tanzania also hosted an April meeting of the Eastern and Southern Africa
Anti-‐‑Money Laundering Group (ESAAMLG). The Government of Tanzania has played a leading role in the
creation of this FATF-‐‑style regional body, and currently heads the Interim Ministerial Council and hosts the
secretariat of the organization. Signatories of the ESAAMLG memorandum of understanding pledged to
implement international standards to fight money laundering, including the FATF 40 Recommendations.

Thailand (Primary). Thailand's location makes it a major risk for money laundering, as it is a transit country
for Southeast Asian narcotics. Northern Thailand forms part of the Golden Triangle with Burma and Laos.
Although Thailand has taken significant steps towards reducing the production of illicit narcotics, its still
serves as a major narcotics trafficking route for the Golden Triangle, because of its good transportation
infrastructure and international connections. Thailand's banking system is used by drug traffickers to hide and
move their proceeds. The underground banking system is also widely in use as a money laundering method.
Money is transported in bulk from the United States to other Asian countries, and ultimately moved to
Thailand. Gambling dens and underground lotteries account for a significant portion of Thailand's
underground economy and are attractive mechanisms for money laundering

Thailand's anti-‐‑money laundering legislation, the Money Laundering Control Act B.E. 2542 (1999), came into
effect in August 1999 and was implemented in October 2000. The Act criminalized money laundering for the
following predicate offenses: narcotics trafficking, prostitution, pandering, arms trafficking, financial
institution fraud, embezzlement, public corruption, smuggling, and other customs violations, extortion, and
blackmail. Major provisions of the Money Laundering Control Act require customer identification, record
keeping, and the reporting of large and suspicious transactions. Reporting requirements for most financial
transactions (including purchases of securities and insurance) exceeding 2 million bath (roughly $50, 000) and
property transactions exceeding 5 million bath (roughly $125,000) have been in place since October 2000. The
Act also created three agencies to handle various aspects of the Money Laundering Control Board, the Business
Transactions Committee, and the Money Laundering Control Office. The Money Laundering Control Board
advises the Cabinet and formulates government policy on money laundering issues. It also monitors and
evaluates the effectiveness of the Money Laundering Control Act and the performance of the Business
Transactions Committee and Money Laundering Control Office.

The Business Transactions Committee executes operational aspects of the Act that address suspect
transactions and the disposition of proceeds. It may audit and suspend suspect financial transactions related
to money laundering for a period of up to ten days. The Committee may compel physical and juridical persons,
as well as government agencies and officials, to provide oral or written testimony and documentation in money
laundering investigations. It can conduct search and seizure operations for the purpose of investigating,
monitoring, and freezing of assets or evidence of money laundering offenses. In addition, the committee may
freeze assets related to a money laundering investigation for a period of up to ninety days if there is probable
cause that the assets are perishable.

The Anti-‐‑Money Laundering Office (AMLO) is Thailand's financial intelligence unit (FIU). It receives, analyzes,
and processes suspicious and large transaction reports as required by the Act. The Business Transactions
Committee tasks the Office with administrative functions such as collecting evidence and identifying witnesses
for money laundering investigations. The Office is also tasked with providing training to the public and private
sectors concerning the provisions of the Act.



Licenses were first granted to Thai and foreign financial institutions to establish offshore units, known as
Bangkok International Banking Facilities (BIBFs) in March 1993. BIBFs may perform a number of financial and
investment banking services but can only raise funds offshore (through deposits and borrowing) for onward
lending into Thailand or offshore. BIBFs were listed by the United Nations Drug Control Program and by the
World Bank as potentially vulnerable to money laundering activities because they serve as transit points for
funds. Thailand's 44 BIBFs are now subject to the recently enacted Money Laundering Control Act.
Implementation of the Act may discourage the use of BIBFs as money laundering mechanisms.

The US-‐‑Thai Mutual Legal Assistance Treaty entered into force in 1993. Thailand is a member of the
Asia/Pacific Group on Money Laundering (APG). It co-‐‑chairs the APG's Working Group on Alternative
Remittance Systems. The MLPC has applied for membership in the Egmont Group.

In December 2000, the Thailand signed the United Nations Convention against Transnational Organized Crime.

The government of Thailand should continue to implement its strong anti-‐‑money laundering program and
participation in international efforts. It should also consider additional measures to address underground
financial systems to ensure that narcotics traffickers and other international criminals do not abuse these
sectors of the economy.

Togo (Other). Togo's poor infrastructure and desperate economic conditions make it an unlikely venue for
money laundering. Its porous borders, however, make it a transshipment point in the regional and subregional
trade in narcotics. Togo Customs is charged with combating the laundering of narcotics proceeds.

Togo hosted the ECOWAS (Economic Community of West African States) Heads of State and Governments
Conference in December 1999, which created an Inter-‐‑Governmental Group of Action Against Money-‐‑
Laundering in West Africa. Togo's 1998 drug law penalizes drug money laundering with up to 20 years in
prison.

Togo is a party to the 1988 UN Drug Convention. In December 2000 Togo signed the United Nations
Convention against Transnational Organized Crime.

Tonga (Other). Tonga is not a regional financial center. However, Tonga's offshore sector licenses offshore
banks. Tonga also sells economic citizenship. Both the banks and the selling of economic citizenship could be
used by money launderers. In 2000, Tonga indicated it enacted the Money Laundering Act 2000, Mutual
Assistance in Criminal Matters Act 2000, and Foreign Evidence Act 2000.

Tonga is a party to the 1988 UN Drug Convention.

Trinidad and Tobago (Other). Trinidad and Tobago has a well developed and modern banking sector, but it is
not an important regional financial center, nor is it a tax haven or offshore center. Nevertheless, the country is
experiencing an increase in financial crimes, mostly in the form of counterfeiting and credit card fraud. It is
likely that some money laundering takes place in banks, credit unions, stock brokerages, insurance companies,
casinos, and some retail and construction businesses.

In 2000, the GOTT enacted the Proceeds of Crime Act (POCA) that expands money laundering predicate
offenses to include all serious crimes and institutes reporting requirements for suspicious transactions. Failure
to comply with the Bill's record-‐‑keeping and reporting requirements will result in a fine of 250,000 TT
(approximately US $40,000) and imprisonment for two years for summary conviction, and a fine of 3,000,000
TT (approximately US $500,000) and seven years of imprisonment for conviction on indictment. Upon
summary conviction for money laundering an offender shall be liable for a fine $10 million TT (approximately
US $ 1,600,000) and imprisonment for 7 years; and upon conviction on indictment for money laundering an
offender shall be liable for a fine of 25,000,000 TT (approximately Us $4,000,0000) and 25 years
imprisonment. Furthermore, if an institution commits an offence under the POCA, any officer who aids and
abets money laundering activities can be convicted of money laundering even if the institution itself has not
been prosecuted or convicted. The POCA also enables the courts to seize the proceeds of all serious crimes.

The GOTT has legislation in place that allows it to trace, freeze, and seize assets, including intangible assets
such as bank accounts. Authorities may seize legitimate businesses if they are used to launder drug money.
GOTT customs regulations require that any sum above US$5000 (in currency or monetary instruments)
entering or leaving the country be declared. Cash above US$10,000 may be seized, with judicial approval,
pending determination of its legitimate source. The GOTT does not have legislation that allows the sharing of
forfeited assets with other countries, but has done so in the past on a case-‐‑by-‐‑case basis through bilateral
agreements.

The Government of Trinidad and Tobago (GOTT) approved a UNDCP plan that will draft updated guidelines for
anti-‐‑money laundering legislation, exchange of information, record keeping, independent regulatory
structures, suspicious transaction reporting, know your customer requirements, and international cooperation.

The central bank has set money laundering guidelines, including due diligence provisions, that apply to all



financial institutions subject to the Financial Institutions Act of 1993. These include banks, finance companies,
leasing corporations, merchant banks, mortgage institutions, unit trusts, credit card businesses, and financial
services businesses. Credit unions and exchange houses are not subject to the guidelines.

The GOTT has an inter-‐‑ministerial counternarcotics/crime task force that investigates drug trafficking and
related money laundering. To date, the GOTT has charged six individuals with money laundering-‐‑related
offenses

Trinidad and Tobago is a member of the CFATF, which is headquartered in Port of Spain. It underwent a CFATF
mutual evaluation in 1997 and the report was endorsed by CFATF's Council of Ministers in 1997. Trinidad and
Tobago is also a member of the Organization of American States Inter-‐‑American Drub Abuse Control
Commission (OAS/CICAD) Experts Group to Control Money Laundering. In 1999, an MLAT with the United
States came into force. In June 2000, during the visit of Attorney General Janet Reno, the US and GOTT signed
a joint statement on law enforcement cooperation which pledges in part to expand cooperation on the
detection and prosecution of money laundering and related criminal activities.

At the GOTT's invitation, the IRS is providing technical assistance to the Board of Inland Revenue to develop a
comprehensive criminal investigations system to reduce corruption enforce the criminal statutes relative to tax
administration and related financial crimes. This is being done in order to achieve compliance with the GOTT
Income Tax Act. The GOTT's international cooperation record in the area of information exchange on financial
crimes has been excellent.

Trinidad and Tobago is a party to the 1988 UN Drug Convention.

Tunisia (Other). There is little information about possible money laundering in Tunisia. It is not a regional
financial center, and the government keeps a close hand on the management of the economy. However, a
number of factors make Tunisia vulnerable to money laundering. One is the presence of an offshore banking
sector consisting of about 12 banks, reportedly closely regulated by the Tunisian Ministry of Finance and the
central bank. There are also approximately 1,200 offshore manufacturing companies (regulated by the
Ministries of Commerce and Industry) and 300 offshore trading companies (regulated by the Ministry of
Commerce). The trading companies, as a rule, operate by matching up third country supply and demand and
brokering trade deals, with no goods ever entering or leaving Tunisia.

There is no limit on the amount of foreign currency which may be brought into the country, but amounts over
1,000 Tunisian dinars (TND) or its equivalent must be declared (the current rate of exchange is approximately
1.4 TND to US$1.

Offshore companies may be 100 percent foreign-‐‑owned. Anonymous directors are not permitted, and the
names of all directors and companies must be listed in the official government journal when the company is
organized or when there is a change in directorship.

Tunisia has no anti-‐‑money laundering laws. The only material anti-‐‑money laundering legislation is contained
in a 1992 counternarcotics law that makes it illegal to assist anyone involved in drug trafficking, including
transferring funds for them, offering them services, or procuring facilities for them that enable them to invest
or disguise drug trafficking income. The law applies even if the illegal activity takes place in another country.

Tunisia is a party to the 1988 UN Drug Convention, and in December 2000, signed the UN Convention against
Transnational Organized Crime.

Turkey (Primary). Turkey is an important regional financial center for Central Asia and the Middle East. While
narcotics trafficking is a source of illicit proceeds, most money laundering that takes place appears to involve
tax evasion rather than narcotics transactions, and local narcotics trafficking organizations are responsible for
only a small portion of the total of funds laundered in Turkey. Terrorist financing is also an issue. Money
laundering takes place in both banks and non-‐‑bank financial institutions. According to information dating
from early 1999, major money laundering methods in Turkey involve the cross-‐‑border smuggling of currency,
bank transfers into and out of the country, and the purchase of high-‐‑ticket items such as real estate, gold and
luxury automobiles. Illicit funds are also integrated into the economy through the financing of the construction
of large apartment complexes and other buildings. Turkey is not an offshore financial center, and has no
secrecy laws that prevent disclosure of client and ownership information to bank supervisors and enforcement
officials.

The Government of Turkey (GOT) has been active in the fight against money laundering for several years.
Turkey criminalized money laundering in 1996 for a wide range of predicate offenses, including narcotics-‐‑
related crimes, smuggling of arms and antiquities, terrorism, counterfeiting, and trafficking in human organs
and in women. The Council of Ministers subsequently passed a set of regulations that mandate the filing of
suspicious transaction reports (STRs), and require customer identification and the maintenance of records for
five years. These regulations are applicable to banks and a wide range of non-‐‑bank financial institutions,
including insurance firms and jewelry dealers. The number of STRs being filed is steadily rising, as banks and



financial institutions become more aware of what constitutes an STR. Turkey also has in place a system for
identifying, tracing, freezing and seizing narcotics-‐‑related assets, although Turkish law allows for only
criminal forfeiture. There were no major new developments in 2000 in the area of anti-‐‑money laundering laws
or countermeasures.

The Financial Action Task Force (FATF), of which Turkey is a member, has conducted two reviews of Turkey's
anti-‐‑money laundering program. The second review noted that while Turkey was making progress, several
areas needed to be addressed. For example, the suspicious transaction reporting system is satisfactory, but
the low number of reports being filed is a cause for concern. The report suggested that intensive training for
the private banking sector is needed to improve compliance. The report also stated that another area of
weakness is the lack of sufficient supervision by the government over financial institutions. In response,
Turkey has undertaken intensive training programs to educate the private banking sector in recognizing
suspicious transactions and has increased the frequency of banking inspections. The GOT is also working to
broaden the definition of money laundering to include the proceeds of all serious crimes.

The 1996 anti-‐‑money laundering law established the Financial Crimes Investigation Board (FCIB), which
receives and investigates suspicious transaction reports and serves as Turkey's financial intelligence unit (FIU).
The GOT strongly supports the FCIB, which has increased its staff and the quality of its computer equipment.
The FCIB cooperates closely with the United States in money laundering investigations, and has requested and
received US assistance in obtaining information on several cases.

Turkey is a party to the 1988 UN Drug Convention, and the FCIB is an active member of the Egmont Group.
Turkey has a Mutual Legal Assistance Treaty in force with the United States. In December 2000 Turkey signed
the United Nations Convention against Transnational Organized Crime.

Based on its demonstrated commitment to fighting money laundering, the GOT now needs to maintain the
momentum it has generated in setting up its anti-‐‑money laundering regime by expanding the definition of
money laundering to include all serious crimes, and to continue measures to ensure increased reporting of
STRs.

Turkmenistan (Other). Although Turkmenistan has only a few international banks and a small,
underdeveloped domestic financial sector, the country's several foreign-‐‑owned hotels and casinos could be
vulnerable to financial fraud and money laundering by organized criminal groups. In addition, the national
currency, the manat, has a black market (but universally accepted) exchange rate that is four times the official
rate, thus creating conditions favorable to money laundering. Moreover, the low salaries and broad general
powers of Turkmen law enforcement officials raise issues of possible corruption. The Government of
Turkmenistan has not reported any suspected cases of money laundering.

Turkmenistan has no specific law addressing money laundering. However, Presidential Resolution 0210/02-‐‑2
of 1995 gives the central bank authority over all international financial transactions. Under this resolution, any
firm making an electronic transfer of funds to an account abroad must provide documentation that establishes
the source of the funds.

Recognizing Turkmenistan's susceptibility to money laundering, the US Secret Service has scheduled a course
on financial institution fraud and money laundering that will be held sometime in 2001.

Turkmenistan is a party to the 1988 UN Drug Convention.

Turks & Caicos (Concern). The Turks and Caicos Islands (TCI) is a Caribbean Overseas Territory of the United
Kingdom (UK). The TCI is vulnerable to money laundering because of a large offshore financial services sector
that offers tax advantages, as well as bank and corporate secrecy to conceal beneficial ownership.

The TCI's offshore sector has eight banks (five of which also deal with onshore clientele), approximately 2,000
insurance companies, 27,000 international business companies (IBCs), and 1,000 trusts. The offshore sector
offers "shelf company" IBCs and all IBCs are permitted to issue bearer shares. Trust legislation allows
establishment of asset protection trusts that protect personal assets from civil adjudication by foreign
governments. The Financial Services Commission (FSC), which has a staff of 12, licenses and supervises
domestic and offshore finance-‐‑related operating entities.

The Proceeds of Crime Ordinance (POCO) 1998 criminalized money laundering related to all crimes, and
established extensive asset forfeiture provisions and "safe harbor" protection for good faith compliance with
reporting requirements. The POCO also established a Money Laundering Reporting Authority (MLRA) that is to
receive, analyze, and disseminate financial disclosures such as suspicious transactions reports (STRs). The
MLRA is chaired by the attorney general. Its members also include the following individuals or their designees:
Collector of Customs, the Superintendent of the FSC, the Commissioner of Police, and the Superintendent of
the Criminal Investigation Department. The MLRA is authorized to disclose information that it receives to
domestic law enforcement and foreign governments.



The Proceeds of Crime (Money Laundering) Regulations (POCMLR) were issued in 1999 and came into force in
2000. The POCMLR places additional requirements on the financial sector such as identification of customers,
retention of records for a minimum of five years, training staff on money laundering prevention and detection,
and development of internal procedures to ensure proper reporting of suspicious transactions. The
Superintendents of Banking, Insurance, Trustees, and Mutual Funds also must report suspicious transactions
(STRs).

Thus far, the MLRA has functioned only through specific actions of its constituent members. In 1999, the FSC
issued non-‐‑statutory Guidance Notes to the financial sector that are to help educate the industry on money
laundering and the TCI's anti-‐‑money laundering requirements, and provide practical guidance on recognizing
suspicious transactions. The Guidance Notes instruct institutions to send STRs to either the Royal Turks &
Caicos Police Force or the FSC. The Financial Crimes Unit of the Police already has received and begun
investigating some of the reports.

The TCI and other British Overseas Territories in the Caribbean in 1999 agreed to undergo a comprehensive
review of their financial regulations and implement subsequent recommendations. The review was published in
October 2000, and indicated that although it has made steady progress, the TCI's current regulatory structure
was still not fully in accordance with international standards. The report's primary recommendations included:

* Make the FSC an independent regulatory body and increase its staffing.

* Establish an off-‐‑site supervisory program and enhance off-‐‑site supervision.

* Allow regulators to have access to records of individual depositors.

* Increase enforcement powers of regulators.

* Create legal measures to identify and access information on the beneficial ownership, both domestically and
internationally, of bearer shares.

The TCI is a member of the Caribbean Financial Action Task Force, and underwent a mutual evaluation in April
1997. The TCI is a party to the 1988 UN Drug Convention. The Mutual Legal Assistance Treaty between the
United States and the UK was extended to TCI in November 1990.

The TCI cooperates with foreign governments-‐‑in particular, the United States and Canada-‐‑on law enforcement
issues including narcotics-‐‑trafficking and money-‐‑laundering investigations.

The TCI should implement regulatory changes recommended by the independent review, and address the issue
of bearer shares. The MLRA should prepare operating procedures that clarify its roles and functions to ensure
that it can be fully staffed and operate as a financial intelligence unit. These measures will help the TCI fully
coordinate local initiatives, and cooperate with international authorities to detect and investigate suspected
financial crimes, and prevent abuse of its financial sector by international criminals.

Uganda (Other). Although money laundering most likely occurs in Uganda, there are no good estimates of its
extent. Ugandan law enforcement agencies suspect that Uganda's banks are used to launder money, but thus
far have been unable to prove their suspicions because of the country's inadequate legal framework.

Although money laundering is not currently a criminal offense in Uganda, the Government of Uganda (GOU) in
2000 participated in regional anti-‐‑money laundering fora. In November 2000, Kenya, Uganda, and Tanzania
held a conference on money laundering under the auspices of the East African Community (EAC). Uganda is a
member of the Eastern and Southern Africa Anti-‐‑Money Laundering Group (ESAAMLG), and in April 2000,
representatives of the GOU attended the ESAAMLG's first formal meeting.

Uganda is a party to the 1988 UN Drug Convention, and in December 2000, signed the United Nations
Convention against Transnational Organized Crime.

Ukraine (Concern). Money laundering plagues Ukraine's financial and commercial sectors and is a symptom of
high levels of corruption, organized crime, smuggling and tax evasion. Transparency International, a non-‐‑
governmental organization that studies corruption, rated Ukraine the third most corrupt country in 2000. It
also named Ukraine along with Russia at the top of the list among countries that transfer illicit proceeds
abroad. In October 2000, President Kuchma noted that the fuel and energy industry was the most criminalized
sector in Ukraine. He also noted that financial crime, tax evasion, and corruption plague the metallurgy and
agriculture sectors as well. These factors contribute to make Ukraine vulnerable to large-‐‑scale money
laundering.

The Ukrainian government has recently begun to take steps to create a legal and regulatory framework to
specifically address money laundering. In November 2000, the Ukrainian Cabinet passed a bill "On Prevention
and Counteraction of Legalization (Laundering) of the Proceeds of Crime." The bill was drafted on the
instructions of President Kuchma to implement provisions of the Council of Europe Convention on Laundering,
Search, Seizure and Confiscation of the Proceeds from Crime. Ukraine became a signatory to the convention in



May 1997. The final draft version awaits submission to the Parliament for eventual passage. Article 214 of
Ukraine's draft Criminal Code criminalizes all financial transactions involving criminally derived proceeds.
Current criminal law provisions address drug-‐‑related money laundering offenses and provide for the
confiscation of proceeds generated by criminal activities. The Drug Enforcement Department (DED) of the
Ministry of the Interior initiated 25 criminal cases connected with drug money laundering in 2000.

Ukraine participates in the Council of Europe's Select Committee of Experts on the Evaluation of Anti-‐‑Money
Laundering Measures (PC-‐‑R-‐‑EV). In May 2000, Ukraine underwent a mutual evaluation conducted by the PC-‐‑R-‐‑
EV. The final report will provide detailed suggestions to improve Ukraine's anti-‐‑money laundering program.

An exchange of diplomatic notes in September 1999 provides for provisional application of the US-‐‑Ukraine
Mutual Legal Assistance Treaty (MLAT). The MLAT was signed in July 1999 but is not yet in force. In December
2000, the Ukraine signed the United Nations Convention against Transnational Organized Crime. Ukraine is a
party to the 1988 UN Drug Convention.

As a first step, Ukraine should enact its draft anti-‐‑money laundering provisions and adopt implementing
regulations to establish the a legal, regulatory, and enforcement framework to bring its money laundering
problem under control. Ukraine's current laws and regulations applicable to money laundering are ineffective
and do not meet international standards. An operative anti-‐‑money laundering regime would provide additional
tools for Ukrainian authorities to combat crime in general and to more easily share information with
international partners on regulatory and enforcement actions concerning money laundering.

United Arab Emirates (Primary). The United Arab Emirates' (UAE) position as a major financial and trading
center in the Gulf region of the Middle East suggests it is vulnerable to money laundering. While there is a
recognized lack of reporting and specific statistics, evidence developed to date from international financial
crimes investigations shows money laundering connections to the UAE, principally to Dubai. Most money
laundering activity is believed to involve the proceeds of foreign criminal organizations outside the UAE, with
the UAE serving primarily as a conduit to international financial markets. Over two-‐‑thirds of the population of
the UAE is foreign. The UAE has an open economy with a sophisticated financial sector and business services.
There are no foreign exchange controls; no corporate or income taxes; and the UAE has free trade zones. It
has developed into the region's transportation hub.

The UAE, like all countries in the region, is a cash-‐‑intensive society. Dubai is also the regional gold center, with
integrated gold trading ties between Europe and South Asia. Gold is often manipulated by money launderers
around the world via trade or as part of alternative remittance systems such as the South Asia based hawala
system of transferring funds. In an effort to address these vulnerabilities in the UAE, the central bank recently
mandated capital reserve requirements of over US $13 million for prospective currency dealers and money-‐‑
exchange houses. The net effect of this move will be to ensure that a larger percentage of the remittance
business flows through the better-‐‑regulated banking system.

There is currently no legislation pertaining to money laundering per se, existing UAE laws on narcotics
trafficking are broad and extremely strict; those involved in handling drug money in any way are subject,
potentially, to the death penalty. A money laundering law has been in draft form for several years, and UAE
authorities believe it will be passed during the first half of 2001. The proposed legislation includes criminal
penalties. All sources of "illegal money" will serve as a predicate offenses for money laundering. There are no
proposed cross-‐‑border currency reporting requirements.

In November 2000 the UAE's Central Bank issued new regulations for all banks, money changers and finance
companies in an effort to check money laundering. The regulations took effect December 1, 2000. They
require the reporting of all cash transactions exceeding 200,000 dirhams (US $54,500) and all suspicious
transactions to the central bank. When suspicious activity is reported from a financial institution, the central
bank is able to freeze suspect funds, make appropriate inquiries, and coordinate with law enforcement
officials. The central bank has also dramatically increased its examination staff.

The UAE has recently established a unit within the central bank to act as a financial intelligence unit (FIU). It is
charged with examining suspicious activity reporting and handling all requests from law enforcement and
judicial authorities. The unit is exploring areas of information sharing and coordination with other FIUs.

The UAE is not an offshore center in the traditional sense, and earlier plans to establish an offshore banking
center on Abu Dhabi's Saadiyat Island appear to have been shelved. However, many local businessmen do offer
services equivalent to those associated with traditional offshore centers, such as nonresident incorporation.
Even though there are no corporate registration agents for the UAE, it is possible to obtain essentially the same
service. Someone seeking to the use the UAE as a base of operations can pay a local businessman a fee for the
use of his business name, or, in a somewhat more formal arrangement, enter into a partnership arrangement.
In these partnerships, the local businessman will own at least 51% of the business and the other partners will
remain effectively invisible. (The partner may actually fund the entire business to gain access to the UAE as a
base of operations). For this reason, it is often difficult to identify beneficial owners or investors of businesses



or assets in the UAE.

The UAE is a party to the 1988 UN Drug Convention. The UAE is a member of the Gulf Cooperation Council,
which is a member of the Financial Action Task Force (FATF). The UAE is beginning to take steps to comply
with the FATF Forty Recommendations and will undergo a FATF mutual evaluation in 2001. The UAE has been
generally receptive to US Government overtures to cooperate on money laundering issues. The US and other
countries plan to make training and technical assistance available to the UAE during 2001.

As noted, the UAE is an important regional financial and trading center. Its location, thriving open economy
and first-‐‑class financial infrastructure suggests money-‐‑laundering vulnerabilities. Issues of concern such as
the misuse of the international gold trade and the use of hawala to launder funds are not unique to the UAE,
and these forms of alternate remittance systems are extremely difficult to identify and combat. UAE authorities
have recognized the importance of international cooperation, and as have begun to take concrete steps to
enact an anti-‐‑money laundering program. The UAE, however, needs to enact anti-‐‑money laundering legislation
that includes the criminalization of the laundering of proceeds from all serious crimes. This needs to be
followed by continued training and systematic enforcement of the law.

United Kingdom (Primary). The United Kingdom (UK) plays a leading role in European and world finance and
remains attractive to money launderers because of the size, sophistication, and reputation of its financial
markets. Although drugs are still the major source of illegal proceeds for money laundering, the proceeds of
other offenses such as financial fraud and the smuggling of goods have become increasingly important. The
trend over the past few years has witnessed the movement away from High Street banks and mainstream
financial institutions for the placement of cash. In laundering funds, criminals continue to use bureaux de
change (small, tourist-‐‑type, currency exchanges); cash smuggling in and out of the UK; professional money
launderers (including solicitors and accountants); and the purchase of high-‐‑value assets as disguises for
illegally obtained money.

The United Kingdom has implemented the provisions of the EU's Anti-‐‑Money Laundering Directive and the
FATF Forty Recommendations. Drug-‐‑related money laundering has been a criminal offense in the UK since
1986. Subsequent legislation criminalized the laundering of proceeds from all other crimes. The UK has a
requirement for the reporting of suspicious transactions that applies to banks and non-‐‑bank financial
institutions.

Secondary regulations, affecting the financial sector only, require that systems be in place to prevent and
detect money laundering.

In 1997, Guidance Notes on best practices were issued by the Money Laundering Steering Group of
professional and trade bodies.

The Bank of England Act 1998 transferred responsibility for UK bank supervision from the Bank of England to
the newly established Financial Services Authority (FSA). The FSA's primary responsibilities are in areas relating
to the safety and soundness of the institutions in its jurisdiction. The FSA plays an important part in the fight
against money laundering through its continued involvement in the authorization of banks and investigations
of money-‐‑laundering activities in banks. Where appropriate, the FSA even assembles small teams of
investigators to follow-‐‑up leads in newspapers and other public sources.

Once the recent Financial Services and Markets Act is fully implemented (expected in 2001), the FSA will
administer a new civil-‐‑fines regime and will have new prosecution powers. The FSA will have the power to
make regulatory rules in relation to money laundering and enforce those rules with a range of disciplinary
measures (including fines).

In 2000 the cabinet reviewed the entire anti-‐‑money laundering strategy in the United Kingdom and published
its findings in the Recovering the Proceeds of Crime report in June. As a result of the report, the Government of
the United Kingdom plans to adopt new legislation that will establish a National Confiscation Agency to have
responsibility for the recovery of criminal assets. It will be invested with extensive executive functions in
relation to criminal confiscation and civil recovery. It will also have investigative powers, and the ability to raise
tax demands in relation to suspected criminal proceeds. In December 2000 the government also proposed
legislative changes to allow tax authorities to share information with police in serious criminal cases. The
government also plans specific provisions in secondary legislation to extend thorough money-‐‑laundering
controls to other sectors, including to lawyers, accountants and other professionals.

Suspicious transaction reports are filed with the Economic Crime Unit of the National Criminal Intelligence
Service (NCIS), which serves as the UK's financial intelligence unit. The NCIS analyzes reports, develops
intelligence, and passes information to police forces and HM Customs for investigation. NCIS received
approximately 14,500 disclosures for 1999. The NCIS is an active member of the Egmont Group and has
Memoranda of Understanding (MOU) for sharing intelligence with foreign counterparts. An arrangement is in
place with the US Financial Crimes Enforcement Network (FINCEN) and Belgium's CTIF.



The UK's banking sector provides accounts to residents and nonresidents, who can open accounts through
various intermediaries that often advertise on the Internet and also offer various offshore services, or as a part
of private banking activities. Private banking constitutes a significant portion of the British banking industry.
Both resident and nonresident accounts are subject to the same reporting and record-‐‑keeping requirements.
Non-‐‑resident accounts are typically opened by individuals for taxation or investment purposes.

The UK is a party to the 1988 UN Drug Convention and a member of the Financial Action Task Force and the
European Union (EU). The UK signed the United Nations Convention against Transnational Organized Crime in
December 2000. The Mutual Legal Assistance Treaty (MLAT) between the UK and the US has been in force since
1996.

The UK should continue the strong enforcement of its comprehensive anti-‐‑money laundering program and its
active participation in international organizations to combat the domestic and global threat of money
laundering.

Uruguay (Primary). Historically, Uruguay has attracted foreign deposits due to its economic and political
stability as well as liberal currency exchange and strict bank secrecy laws. As a regional financial center,
Uruguay is susceptible to money laundering. Although the extent and exact nature of money laundering in
Uruguay is unknown, United States Government (USG) and European law enforcement entities believe that the
profits of drug trafficking and contraband smuggling, and other illicit activities are laundered through
Uruguayan financial institutions. Except for a few isolated but important cases, there is no solid evidence of
widespread money laundering in Uruguay. However, Uruguay, until recently did not have in place effective
systems for detecting money laundering such as a system of mandatory suspicious transaction reporting.
Moreover, Uruguay does not yet have a financial intelligence unit, which is another critical element in a
government's ability to detect money laundering activities. There is a large black market for smuggled goods
in Uruguay but it does not appear to be significantly funded by narcotics proceeds.

The Government of Uruguay (GOU) has taken measures to join the international fight against money
laundering. Under the October 1998 Anti-‐‑Drug Law (No. 17.016), it is a criminal offense to launder funds
derived from narcotics trafficking activities. The law gives the courts power to seize and later confiscate
property, products or financial instruments in drug-‐‑related money laundering activities. In addition, the Anti-‐‑
Drug Law also facilitates the lifting by the courts of traditionally strong bank secrecy laws to conduct money
laundering investigations. If there is reasonable cause to suspect criminal use of the banking system by a
specific person, the courts have the power to order access to the individual's bank accounts. However, Uruguay
does not have laws allowing for the sharing of seized narcotics assets with other countries. The January 1999
Transparency Law criminalized a broad range of potential abuses of power by Government officials including
the laundering of funds related to public corruption cases, and instituted financial disclosure requirements for
high-‐‑ranking GOU officials.

Uruguay has bank secrecy laws; however, financial institutions must provide certain information upon the
request of the central bank. Central bank regulations (91/47, 91/55, 93/68 and 1452) require banks
(including offshore banks), currency exchange houses and stockbrokers to record currency transactions over
$10,000, and to identify the individuals making such transactions, and make their records available to the
central bank. These records must be kept for five years. Analysis and control of financial transactions by the
central bank is not as consistent as desired. With USG assistance the central bank is building a computerized
information system to efficiently analyze the data and detect possible money laundering activities.

In 2000, The Police Anti-‐‑Drug Directorate (DGRTID) established a financial investigations unit in order to
present more complete evidence in narcotics-‐‑related prosecutions. On December 21, 2000, the central bank
issued Circular 1722 requiring all entities under its jurisdiction (banks, currency exchange houses, insurance
companies, stockbrokers, financial intermediaries, and investment companies to report suspicious financial
transactions to a Financial Information Analysis Unit. This unit is to be created within the Superintendency of
Intermediary Financial Institutions, and will be responsible for receiving or requesting and analyzing these
disclosures, and forwarding them to the competent investigative authorities.

Many South Americans have traditionally used Uruguay as a tax haven. Uruguayan law permits the operation of
offshore banks, mutual funds, offshore financial investment companies (SAFIs), and free trade zone companies
(FTZs). Uruguay does not license offshore trusts, insurance companies, or Internet gaming companies. FTZs
are used within the nine Uruguayan free trade zones for manufacturing and distribution. SAFIs operate as
international business companies, and are most commonly used as holding companies. They may also be used
as trading companies, brokerage firms, and import and export companies.

The regulations governing offshore banking are similar to those of regular banks and include the submission
of quarterly balances, an annual audit, as well as client identification and maintenance of transaction records.
The central bank licenses offshore banks and performs background checks on applicants for banking licenses.
Central bank regulations do not allow the use of bearer shares by banks or other financial institutions under its
control, and the Bank must authorize the purchase or transfer of shares. The 12 offshore banks operating in



Uruguay managed US $1 billion in assets as of March 2000. The central bank does not supervise SAFIs, and
although it is believed that a large number of SAFIs operate in Uruguay, there are no records as to the exact
number. At least six offshore mutual funds operate in Uruguay.

Uruguay remains active in international anti-‐‑money laundering efforts. It is a party to the 1988 UN Drug
Convention, and a member of the Organization of American States Inter-‐‑American Commission on Drug Abuse
Control (OAS CICAD) Experts Group to Control Money Laundering. The USG and the GOU have an extradition
treaty, which was signed in 1973 and entered into force in 1984, and a Mutual Legal Assistance Treaty, which
was signed in 1991 and entered into force in 1994. In December 2000 Uruguay signed the United Nations
Convention against Transnational Organized Crime. Uruguay is also a member of the South American Financial
Action Task Force (GAFISUD), a FATF-‐‑style regional anti-‐‑money laundering body established in December
2000.

Uruguay needs to fully establish, staff, and fund the Financial Information Analysis Unit to act as a centralized
unit that can coordinate domestic efforts and cooperate internationally to combat financial crimes. Uruguay
should also criminalize the laundering of proceeds from all serious crimes. In addition, Uruguay should take
steps to ensure that SAFIs are effectively supervised and regulated to help prevent, detect and investigate
abuses of Uruguay's financial sector.

Uzbekistan (Other). Uzbekistan is not a regional financial center or a significant country for narcotics-‐‑related
money laundering. Uzbekistan is not likely to be used by money launderers because it currency is not freely
convertible and banking services are unsophisticated. There is a significant black market for smuggled
consumer goods in the country. However, it does not appear that the market is funded by narcotics proceeds.

Article 243 of the Uzbek Criminal Code criminalizes money laundering related to any criminal activity. A decree
issued in October 1998 allowed banks to offer anonymous hard currency accounts, but the measure failed to
attract significant deposits.

There are strict controls on the amount of currency that can be carried across Uzbekistan's borders. Residents
and non-‐‑residents may bring the equivalent of US $10,000 into the country tax-‐‑free. Amounts in excess of
this limit are assessed a 1-‐‑percent duty. Non-‐‑residents may take out as much currency as they brought in;
however, residents are limited to the equivalent of US $1,500.

Uzbekistan is a party to the 1988 UN Drug Convention, and in December 2000, signed the United Nations
Convention against Transnational Organized Crime.

Vanuatu (Concern). Vanuatu's offshore sector is vulnerable to money laundering as it historically has
maintained strict secrecy provisions that have the effect of preventing law enforcement agencies from
identifying the beneficial owners of offshore entities registered in the sector. Because of allegations of money
laundering, a few United States-‐‑based banks announced that they would no longer process US dollar
transactions to/from Vanuatu in late December 1999. The Government of Vanuatu responded to these
concerns by introducing reforms designed to strengthen financial regulation both domestically and offshore.

Vanuatu's financial sector includes five licensed banks (that carry on domestic and offshore business) and 60
credit unions, regulated by the Reserve bank of Vanuatu. The Financial Services Commission (FSC) regulates
the offshore sector that includes 55 offshore banks and approximately 2500 "international companies" (i.e.,
international business companies or IBCs), as well as offshore trusts and captive insurance companies. IBCs
may be registered using bearer shares, shielding the identity and assets of beneficial owners of these entities.
Secrecy provisions protect all information regarding IBCs and provide penal sanctions for unauthorized
disclosure of information. These secrecy provisions, along with the ease and low cost of incorporation, make
IBCs ideal mechanisms for money laundering and other financial crimes.

The Serious Offences (Confiscation of Proceeds) Act 1989 criminalized the laundering of proceeds from all
serious crimes and provided for seizure of criminal assets and confiscation after a conviction.

In October 2000 Vanuatu addressed deficiencies in the regulation of the banking sector by passing the
Financial Transaction Recording Act. This law requires financial institutions to identify customers and
beneficial owners when establishing business relations or account accommodations. Regulatory agencies in
Vanuatu have instituted stricter procedures for issuance of offshore banking licenses and continue to review
the status of previously issued licenses. This legislation requires all financial institutions, both domestic and
offshore, to report suspicious transactions and to maintain records of all transactions for 6 years, including the
identities of the parties involved. Safe harbor provisions are provided under this legislation to all suspicious
transactions reported in good faith.

The new legislation provides for the establishment of a Financial Intelligence Unit within the State Law Office.
The Financial Intelligence Unit will receive suspicious transaction reports made by financial institutions and
may distribute them to the Public Prosecutors Office, the Reserve Bank of Vanuatu, the Vanuatu Police Force,
the Vanuatu Financial Services Commission and law enforcement agencies or supervisory bodies outside



Vanuatu. The Financial Intelligence Unit will also issue guidelines to, and provide training programs for,
financial institutions regarding record keeping for transactions and reporting obligations. The act also
regulates how such information can be shared with law enforcement agencies investigating financial crime.
The law further states that preventative measures are to be imposed by financial institutions. Financial
institutions within Vanuatu must establish and maintain internal procedures and provide a written statement to
the Financial Intelligence Unit.

Every financial institution is required to keep records of all transactions. Four key pieces of information are
required to be kept for every financial transaction: the nature of the transaction, the amount of the transaction
and the currency in which it was denominated, the date the transaction was conducted, and the parties to the
transaction. These records must be kept for a period of 6 years after the completion of the transaction.

There are three bases for cooperation in international matters: the Mutual Assistance in Criminal Matters Act
1989, the Serious Offences (Confiscation of Proceeds) Act 1989 and the Extradition Act 1988. The Attorney
General, designated as the central authority for requests of mutual assistance, possesses the authority to grant
requests for assistance and may require government agencies to assist in the collection of information
pursuant to the request. In an effort to strengthen mutual legal assistance, Vanuatu has drafted a Bill to amend
the Mutual Assistance in Criminal Matters Act and a Bill for the Proceeds of Crime Act.

Vanuatu is a member of the Asia/Pacific Group on Money Laundering (APG), the Offshore Group of Banking
Supervisors (OGBS), the Commonwealth Secretariat, and the South Pacific Forum. Vanuatu underwent a mutual
evaluation by the APG and OGBS in 2000, and was the first APG member to undergo such a mutual evaluation.
Vanuatu is not a party to the 1988 UN Drug Convention.

The Government of Vanuatu has taken positive steps to strengthen their counter money-‐‑laundering program,
especially within the banking sector. As a consequence of these reforms, the Financial Action Task Force
determined at its October 2000 plenary that Vanuatu should not be included on its list of Non-‐‑Cooperative
Countries and Territories with respect to the prevention of money laundering. The GOV should strictly
implement its new legislation-‐‑with a focus on enforcing new reporting requirements on offshore banks-‐‑as well
as enacting measures to require complete identification of the beneficial ownership of IBCs to ensure that
Vanuatu's offshore sector is not used for money laundering or other financial crimes.

Venezuela (Primary). While Venezuela has considerable international financial links, it does not have an
offshore financial industry. The banking sector is modern but relatively small and the country is not considered
a regional financial center. However, Venezuela's proximity to drug-‐‑source countries, the weaknesses in the
anti-‐‑money laundering system, and corruption continue to create conditions conducive to money laundering.
The laundering primarily involves the proceeds of Colombian cocaine trafficking organizations although
proceeds from contraband smuggling are also laundered through Venezuela's banks, currency exchange
houses, casinos and the real estate sector.

Venezuela's Organic Drug Law of September 1993 provides the only basis for the investigation and
prosecution of money laundering crimes; this law provides that a direct connection between illegal drugs and
the proceeds must be proven in order to establish the offense of money laundering. Cases have been brought
to trial but none has resulted in a conviction, often because of the ineffective judicial system. The Government
of Venezuela (GOV) has carried out initiatives to combat corruption and placed particular emphasis on
targeting corruption in the judiciary. During 2000, investigations of public officials involved in financial
corruption continued and some cases went to trial. An anti-‐‑organized crime bill that would have expanded the
definition of money laundering to include numerous other crimes in addition to drug trafficking was not
adopted as expected in 2000.

Since 1997, the GOV has improved money laundering controls, including the stricter adoption of preventive
measures such as the reporting of large currency transactions (over US $ 10,000); the reporting of suspicious
financial activities (SARs); and the creation in 1998 of a National Financial Intelligence Unit (UNIF). The entities
subject to these reporting requirements include: all purpose banks, commercial banks, investment banks,
mortgage banks, savings and loan institutions, financial rental agencies, bureaux de change, money market
funds, capitalization companies, and frontier foreign currency dealers.

The UNIF, located in the Superintendency of Banks and Other Financial Institutions, receives monthly electronic
reports of large currency transactions and SARs, and works closely with the financial information units that
have been created in each banking organization as required by Banking Resolution 333-‐‑97 of July 1997. The
UNIF analyzes the SARs and submits a report to the competent authority for criminal investigation, which could
be the National Guard, the Technical Judicial Police or the Office of the Public Prosecutor. There appears to be
a certain duplication of function among these three entities. This Banking Resolution contains strict customer
identification and record-‐‑keeping requirements, and provides a safe harbor protection from civil liability to
bankers for reporting suspicious financial activities. During 2000, the UNIF expanded reporting requirements
for banks to include currency transfers to "banking paradises" and transfers to or from major drug source
countries. To further strengthen reporting requirements, the UNIF drafted a new law to replace the existing



banking regulation. Venezuela does not have banking secrecy laws, and comprehensive financial and law
enforcement information is available to the UNIF.

Venezuela actively participates in multilateral anti-‐‑money laundering efforts. The UNIF is a member of the
Egmont Group, and has signed bilateral information exchange agreements with several other financial
intelligence units. In 2000, Venezuela was elected vice-‐‑president of the Organization of American States Inter-‐‑
American Commission on Drug Abuse Control (OAS/CICAD) and is a member of the OAS/CICAD Experts Group
to Control Money Laundering. It has joined the US-‐‑led Black Market Peso Exchange Group along with
Colombia, Panama and Aruba. It is a member of the Caribbean Financial Action Task Force (CFATF). Venezuela
is a party to the 1988 UN Drug Convention and in December 2000 it signed the United Nations Convention
against Transnational Organized Crime.

In 1997, the US and Venezuela signed a bilateral Mutual Legal Assistance Treaty. Although ratified by the US
government, it was not acted on by the Venezuela National Assembly in 2000 and accordingly has not yet
entered into force. The GOV continued to share money-‐‑laundering information with US law enforcement
authorities under a 1997 Customs Mutual Assistance Agreement, and a 1990 Financial Information Exchange
Agreement (FIEA). The information shared has supported domestic operations by DEA that resulted in the
seizure of significant amounts of money and several arrests in the United States.

The GOV should adopt the anti-‐‑organized crime bill or other appropriate legislation to criminalize the
laundering of proceeds from all serious crimes. This will provide the GOV needed tools for effective
investigation and prosecution of money laundering and other financial crimes.

Vietnam (Concern). Bordering China, Laos, and Cambodia and having a long coastline make Vietnam a transit
country for narcotics trafficked from the Golden Triangle and vulnerable to other forms of transnational crime.
There is no indication that extensive money laundering occurs through Vietnam's banking system, but Vietnam
has a large shadow economy that may be used to launder money. Vietnamese regularly transfer money
through gold shops and other informal mechanisms to remit or receive funds from overseas. Vietnamese use
those mechanisms to avoid the official banking system, which they distrust, and to avoid notice by the
authorities and tax collectors. Officially, about US $1 billion is recorded each year in overseas remittances, but
many estimate that overseas remittances through "gray" channels could be double or even triple that amount.
Vietnam has expressed a strong interest in the global fight against money laundering. Vietnam's newly
approved legislation criminalizing money laundering is an important step in the direction of creating a legal
framework that will help Vietnam deal with money laundering and other forms of financial crime that
accompany the implementation of market reforms.

The Vietnamese National Assembly approved Penal Code revisions on December 1, 1999 that included the
criminalization of money laundering activity. This new code took effect on July 1, 2000. The newly approved
Article 251 of the Vietnamese Penal Code criminalizes the laundering of money or property derived from any
crime. Individuals who launder money through financial or banking services or other business transactions are
subject to prison sentences of up to five years. If this same activity is committed by an organization, penalties
of imprisonment range from 3 to 10 years. "Exceptionally serious" cases may be penalized with 8-‐‑10 years in
prison.

Article 31 of the new banking law requires financial institutions to report suspicious transactions, although
they are only reported to a central authority upon request. Banks are also required to maintain records
sufficient to reconstruct significant transactions in order to be able to respond quickly to information requests
from appropriate government authorities. The Government of Vietnam has not adopted "due diligence"
legislation that make individual bankers or financial institutions responsible if their institutions launder money,
however.

Vietnam is a party to the 1988 UN Drug Convention and participates as an observer in the Asia-‐‑Pacific Group
on Money Laundering. Vietnam cooperates with neighboring and regional countries to combat money
laundering and serious crimes. In December 2000 Vietnam signed the United Nations Convention against
Transnational Organized Crime.

The Government of Vietnam needs to amend its laws and regulations to require due diligence by bankers and
the reporting of all suspicious transactions to a central authority that will analyze and disseminate these
reports, set guidelines for financial institutions, and cooperate with foreign counterparts.

Yemen (Other). The extent of money laundering in Yemen is not known. However, Yemen's banking sector is
small and rudimentary. It is comprised of 11 commercial banks and two public sector specialized banks. The
Central Bank of Yemen supervises the country's banks.

Yemen is a party to the 1988 UN Drug Convention.

Federal Republic of Yugoslavia (Concern). Narcotics trafficking, smuggling, money laundering, and other
criminal activities are occurring at a noticeable level in the Federal Republic of Yugoslavia (FRY). Prior to the



ouster of the Milosevic regime by pro-‐‑democracy forces in September and December 2000 elections, there
were indications of money laundering and smuggling by government officials, and media reports indicated that
government officials and their cronies controlled state-‐‑owned companies, the banking system and the black
markets for goods in short supply. Government officials were also reported to be controlling the illicit trade in
petroleum products, cigarettes, alcohol, and other similarly oriented consumer products.

The new FRY government, led by President Kostunica, has not yet developed comprehensive plans to confront
these problems in the face of more immediate and difficult tasks related to establishing political stability in the
country. The FRY has not criminalized money laundering nor enacted any anti-‐‑money laundering legislation.
The FRY does not belong to any international or regional anti-‐‑money laundering organizations. The FRY is a
party to the 1988 UN Drug Convention and in December 2000 signed the United Nations Convention against
Transnational Organized Crime. The FRY will need assistance in achieving political stability as a government
prior to developing plans to confront its criminal environment and the associated problem of money
laundering.

Zambia (Other). Zambia is not a major financial or money laundering center. It does not yet have in place
comprehensive anti-‐‑money laundering legislation. In July 2000, the Zambian Drug Enforcement Commission
sponsored a two-‐‑day workshop in Lusaka for Members of Parliament and representatives of institutions
involved with good governance issues. The theme of the workshop was the effect of drug trafficking and
money laundering on the nation. The group unanimously recommended that the executive branch reintroduce
the Bill on Prohibition and Prevention of Money Laundering, which had been withdrawn following its first
reading in Parliament.

Article 22 of Zambia's Narcotics Drugs and Psychotropic Substances Act, 1993, criminalizes money laundering
related to narcotics trafficking.

Zambia is a party to the 1988 UN Drug Convention. Zambia is expected to sign the memorandum of
understanding for the newly formed Eastern and Southern Africa Anti-‐‑Money Laundering Group (ESAAMLG).

Zimbabwe (Other). Zimbabwe is not a regional financial center and is not considered to be at significant risk
to money laundering.

Zimbabwe's Anti-‐‑Money Laundering Act (AMLA) criminalizes narcotics-‐‑related money laundering. The
Government of Zimbabwe (GOZ) reportedly drafted legislation prior to 2000 that would have required financial
institutions to establish customer identification procedures and to report certain threshold transactions to a
financial intelligence unit. However, the GOZ to date has not taken further action on these proposals.

Zimbabwe is a party to the 1988 UN Drug Convention, and in December 2000, signed the United Nations
Convention against Transnational Organized Crime. Zimbabwe is expected to sign the memorandum of
understanding for the newly formed Eastern and Southern Africa Anti-‐‑Money Laundering Group (ESAAMLG).
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Jurisdictions Offshore
Banks

Trust &
Management
Companies

IBCs/Exempt
and/or
Restricted
Companies

Bearer
Shares

Asset
Protection
Trusts

Insurance
and Re-‐‑
insurance

Sells
Economic
Citizenship

Internet
Gaming

Criminalized
Drug Money
Laundering
(D) &
Beyond
Drugs (BD)

Financial
Stability
Forum
Group

FATF
Noncooperative
Exercise

Membership
in
International
Organizations
(A,C,CE,F,O,OC,
I, S)

The
Americas

            

Anguilla 2 Y 1,988 Y Y Y N N D III
 

C, I*1

Antigua and

Barbuda

26 Y 12,000 Y Y Y N Y BD III R C,OC

Aruba 2 Y 7,400 Y N
 

N N BD III
 

C,F,O, I*

Bahamas 413 Y 100,000 N Y Y N Y BD III NC C,O,OC, I, S

Barbados 51 Y 3,855 N Y Y N N BD II
 

C,O,OC, S

Belize 2 Y 16,000 Y Y Y Y Y BD III R C,OC, S, I*

Bermuda 3 Y 11,000 N Y Y N N BD II R C,O

British Virgin

Islands

13 Y 360,000 Y Y Y N N BD III R C

Cayman

Islands

570 Y 50,951 Y Y Y N N BD III NC C,O, I

Costa Rica 24
 

20
 

N
 

N Y D III
 

C,OC, S

Dominica 6 Y 6,596
 

Y Y Y Y D
 

NC C,OC

Grenada 16 Y 2,200 Y Y Y Y Y BD
  

C,OC

Montserrat 15
 

22 Y
 

N N N BD
  

C
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Montserrat 15 22 Y N N N BD C

Netherlands

Antilles

42 N 20,919 Y N
 

N Y BD III
 

C,F,O, I

Panama 34 Y 372,667
 

Y Y N N BD III NC C,O,OC, S

St. Kitts &

Nevis

   
Y Y N Y Y BD III NC C, OC

   (St. Kitts) N Y 500
         

   (Nevis) 1 Y 19,000
         

St. Lucia 1 Y 100 N Y N N N BD III R C,OC

St. Vincent &

The

Grenadines

28 Y 11,000 Y Y Y Y Y BD III NC C,OC

Turks and

Caicos

8 Y 27,000 Y Y Y N N BD III
 

C, I

Uruguay 12
 

Y Y N Y N N D
  

OC, S

Europe
            

Cyprus 29 Y 47,000 N Y
 

N N BD III R CE,O, S

Gibraltar 21 Y 8,300 Y Y Y N Y BD II R O, I

Guernsey 79 Y 15,450 N N Y N N BD I R O, I, S

   Alderney N Y 455
 

N
 

N Y
    

   Sark N Y
  

N
 

N N
    

Hungary N N 300 Y N N N N BD
   

Ireland N Y 40,000 N N Y N N BD I
 

F, S

Isle of Man 10 Y 24,300 Y N Y N N BD I R O, I, S

Jersey2 Y Y 20,000 N N Y N N BD I R O, I, S

Liechtenstein3 15 Y 75,000 Y N Y N N BD III NC CE

Luxembourg3 200 Y 68,000 Y N Y N N BD I
 

F, S

Malta 4 Y 757 N N Y N N BD II R CE,O, S

Monaco N
 

Y
 

N
 

N N BD II R
 

Switzerland3 Y Y Y Y N
 

N N BD I
 

F, S



"Turkish

Republic of

No. Cyprus"

40 N 12
 

N N N N D
   

Africa &
Middle
East

            

Botswana Y  Y          

Bahrain 48 Y Y N N N N
 

N II
 

O, S

Liberia
  

Y
 

Y
 

N N N
   

Mauritius 11 Y 10,700 Y Y
 

N N N III R E, O, S

Madeira

(Portugal)

 
Y 4,100 N N Y N N BD

   

Seychelles
  

4,808 Y
 

Y N Y BD III R E

Tunisia 12
 

1,200
 

N
 

N N N
  

S

Asia
            

Brunei Y
 

Y
         

Hong Kong Y Y 474,500 N N Y N Y BD I
 

A, F,O, S

Labuan

(Malaysia)

60 Y 2,574 N Y Y N N BD II
 

A, I, O, S

Macau Y
 

Y
 

N
 

N N N II
  

Philippines 15
       

N
 

NC A, S

Singapore 83
 

P N N Y N N BD I
 

A, F,O, S

Thailand 44
 

N
 

N
 

N N BD
  

A, S

Pacific
            

Cook Islands 25 Y 1,230 Y Y Y N N BD III NC
 

Marshall

Islands

N Y 4,000 Y N N N N BD III NC
 

Nauru 400 Y Y Y N Y Y N N III NC  

Niue 5 Y 5,500 N Y Y N
 

BD III NC
 

Palau 2 N N
  

N Y N N
   

Samoa 10 Y 4,085 Y Y Y N N BD III R I*



Samoa 10 Y 4,085 Y Y Y N N BD III R I*

Vanuatu 55 Y 2,500 Y N Y N Y BD III R A, O

(1)  A = Asia/Pacific Group; C = Caribbean Financial Action Task Force; CE = Council of Europe Select Committee on Money

Laundering; E = Eastern and Southern Africa Anti-‐‑Money Laundering Group; F = Financial Action Task Force; I = Offshore Group of

Insurance Supervisors (OGIS); I* = Observer to the OGIS; O = Offshore Group of Banking Supervisors; OC = OAS/Inter-‐‑American Drug

Abuse Control Commission; S = International Organization of Security Commissioners.

(2) There is no distinction drawn between onshore and offshore banks in Jersey.

(3) Liechtenstein, Luxembourg and Switzerland are unique. Residents are able to avail themselves of many OFC services and products

normally reserved for nonresidents.

[End.]
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%H\RQG

'UXJV

5HFRUG

/DUJH

7UDQV�

DFWLRQV

0DLQWDLQ

5HFRUGV

2YHU

7LPH

5HSRUW

6XVSLFLRXV

7UDQVDFWLRQV

�103�

)LQDQFLDO

,QWHOOL�

JHQFH

8QLW

6\VWHP�IRU

,GHQWLI\LQJ�

)RUIHLWLQJ

$VVHW

$UUDQJH�

PHQWV

IRU

$VVHW

6KDULQJ

&RRSHUDWHV

Z�'RPHVWLF

/DZ�(QI�

&RRSHUDWHV

Z�,QWHUQD�

WLRQDO�/DZ

(QI�

,QW
O�

7UDQVSRUWD�

WLRQ�RI

&XUUHQF\

0XWXDO

/HJDO

$VVLV�

WDQFH

1RQ�

%DQN

)LQDQFLDO

,QVWLWXWLRQV

'LVFORVXUH

3URWHFWLRQ

�6DIH

+DUERU�

2IIVKRUH

)LQDQFLDO

&HQWHUV

6WDWHV

3DUWLHV�WR

���81

&RQYHQWLRQ

*RYHUQPHQW�

-XULVGLFWLRQ

                

$IJKDQLVWDQ 1 1 1 1 1 1 1 1 1 1 1 < 1 1 1 <

$OEDQLD < < 1 1 1 1 1 1 < 1 1
 

1 1 1 1

$OJHULD 1 1 1 1 1 1
    

< 1 1
 

1 <

$QJROD <
    

1
        

1 1

$QJXLOOD < < < < 0 1 < < < < 1 < 1 1 < <

$QWLJXD�	

%DUEXGD

< < 1 < 0 1 < < < 1 < < < < < <

$UJHQWLQD < < < < 0 1 < 1 < < < < < < 1 <

$UPHQLD 1 1 1 1 1 1 1 1 < 1 1 1 1 1 1 <

$UXED < < < < 0 < < < < < 1 < < < < <

$XVWUDOLD < < < < 0 < < < < < < < < < 1 <

$XVWULD < < < < 0 < < 1 < < 1 < < < 1 <

$]HUEDLMDQ 1 1 1 1 1 1 1 1
 

1 1 1 1 1 1 <

%DKDPDV < < < < 0 1 < 1 < < < < < < < <

%DKUDLQ 1 1 1 1 0 1 1 1 < < 1 1 1 1 < <
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%DQJODGHVK 1 1 1 1 1 1 1 1 1 1 1 < 1 1 1 <

%DUEDGRV < < < < 0 1 < 1 < < < < 1 < < <

%HODUXV 1 1 < < 1 1 1 1 1 1 1 < 1 1 1 <

%HOJLXP < < < < 0 < < 1 < < < < < < 1 <

%HOL]H < < < < 0 1 < 1 1 < < < < < < <

%HQLQ <
   

0 1
       

< 1 <

%HUPXGD < < < < 0 < < 1 < < 1 < < < < <

%ROLYLD < < 1 < 0 < < 1 1 1 1 1 < < 1 <

%RVQLD�	

+HU]HJRYLQD

1
   

0 1
       

< 1 <

%RWVZDQD < 1 <
 

3 1 < < <
     

< <

%UD]LO < < < < 0 < < 1 < < < < < < 1 <

%ULWLVK�9LUJLQ

,VODQGV

< < < < 0 < < < < < < < < < < <

%UXQHL 1 1 1 1 1 1 < 1
  

1
 

1 1 < <

%XOJDULD < < < < 0 < 1 1 < 1 < < < < 1 <

%XUPD < 1 1 1 1 1 < 1 1 1 1 < 1 1 1 <

&DPERGLD < 1 1 < 0 1 1 1 < < < 1 1
 

1 1

&DPHURRQ 1 1
   

1
   

1
    

1 <

&DQDGD < < < < 0 1 < < < < < < < < 1 <

&D\PDQ

,VODQGV

< < < < 0 1 < < < < < < < < < <

&KLOH < 1 1 < 3 < < 1 < < 1 < 1 1 1 <

&KLQD��35&� < < < 1 3 1 < 1 < 1 < < 1 1 1 1

&RORPELD < < < < 0 < < < < < 1 < < < 1 <

&RRN�,VODQGV < < < < 0 1 < < < < < < < < < 1

&RVWD�5LFD < 1 < < 0 < < < < < < < < < < <

&RWH�'
,YRLUH < < < < 0 1 < 1 < 1 < < 1 < 1 <



&RWH�'
,YRLUH < < < < 0 1 < 1 < 1 < < 1 < 1 <

&URDWLD < < < < 0 < < 1 < < < < < < 1 <

&XED < < 1 1 3 1 < 1 1 1 < 1 1 1 1 <

&\SUXV < < < < 0 < < < < < < < < < < <

&]HFK

5HSXEOLF

< < < < 0 < < 1 < < < < < < 1 <

'HQPDUN < < < < 0 < < 1 < < < < < < 1 <

'RPLQLFD < 1 1 < 3 1 < 1 1 1 < < 1 1 < <

'RPLQLFDQ

5HSXEOLF

< 1 < < 0 < < 1 < < < < < < 1 <

(FXDGRU < 1 < < 0 1 < <
  

1 < < 1 1 <

(J\SW 1 1 1 1 1 1 1 < < < 1 < 1 1 1 <

(O�6DOYDGRU < < < < 0 1 < 1 < < < < < < 1 <

(ULWUHD
     

1
        

1 1

(VWRQLD < < < 1 0 < 1 1 < 1 < < 1 1 1 <

(WKLRSLD 1 1 1 1 1 1 1 1
  

1
 

1 1 1 <

)LML < < 1 < 1 1 < 1 < < < < 1 1 1 <

)LQODQG < < < < 0 < < < < < 1 < < < 1 <

)UDQFH < < < < 0 < < < < < < < < < 1 <

*HRUJLD 1 1 1 1 1 1 1 1
  

1 < 1 1 1 <

*HUPDQ\ < < < < 0 1 < 1 < < < < < < 1 <

*KDQD < < 1 < 1 1 < 1 < < <
 

< < 1 <

*LEUDOWDU < < < < 0 1 < < < 1 1 < < < < 1

*UHHFH < < < < 0 < < 1 < < < < < < 1 <

*UHQDGD < < 1 < 0 1 < < < < < < < < < <

*XDWHPDOD < 1 1 1 1 1 1 1 1 1 1 < 1 1 1 <

*XHUQVH\ < < 1 1 0 < < < < < 1 < < 1 < 1



*X\DQD 1 1 1 1 1 1 1 1 1 1 < < 1 1 1 <

+DLWL 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 <

+RQGXUDV < 1 < < 0 1 < 1 < < < < < < 1 <

+RQJ�.RQJ < < < < 0 < < < < < 1 < < < < <

+XQJDU\ < < < < 0 < < 1 < < < < < < < <

,QGLD < 1 < < 3 1 < 1 < < < < 1 < 1 <

,QGRQHVLD 1 1 1 1 1 1 1 1 < < 1 1 1 1 1 <

,UDQ 1 1 1 1 1 1 1 1 1 1 1 < 1 1 1 <

,UHODQG < < < < 0 < < 1 < < < < < < < <

,VOH�RI�0DQ < < < < 0 < < < < < < < < < < <

,VUDHO < < 1 1 1 1 1 < < < 1 < 1 1 1 1

,WDO\ < < < < 0 < < < < < < < < < 1 <

-DPDLFD < < < < 0 1 < 1 < < 1 < < < 1 <

-DSDQ < < < < 0 < < 1 < < < < < < < <

-HUVH\ < < 1 1 0 < < < < < 1 < < < < <

-RUGDQ 1 1 1 1 1 1

  

1 1 1 < 1 1 1 <

.D]DNKVWDQ < < 1 < 1 1 1 1 < 1 < < 1 1 1 <

.HQ\D < 1 <
 

1 1 < 1 < < 1
 

1 1 1 <

.RUHD��'35.� 1 1
   

1
     

1
  

1 1

.RUHD

�5HSXEOLF�RI�

< 1 1 1 0 1 < 1
  

1 < 1
 

1 <

.XZDLW 1 1 < < 0 1 1 1
 

1
 

1 1 1 1 <

.\UJ\]VWDQ 1 1 1 1 3 1 < 1 < 1 1 1 1 1 1 <

/DRV 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1

/DWYLD < < < < 0 < < 1 < < 1 < < < 1 <

/HEDQRQ < 1 1 1 3 1 < 1 1 1 1 < 1 1 1 <

/LEHULD 1 1 1
  

1
        

< 1



/LEHULD 1 1 1 1 < 1

/LHFKWHQVWHLQ < < < < 0 1 < < < < 1 < < < < 1

/LWKXDQLD < < < < 0 < 1 1 < < < < < < 1 <

/X[HPERXUJ < < < < 0 < < < < < 1 < < < < <

0DFDX < < 1 < 0 1 < 1
  

1 < <
 

< <

0DFHGRQLD < <
   

1
        

1 <

0DGDJDVFDU <
    

1
        

1 <

0DODZL
     

1
        

1 <

0DOD\VLD < < 1 1 1 1 < 1 < < 1 < 1 1 < <

0DOGLYHV 1 1 1 1 1 1 1 1
  

1
 

1 1 1 <

0DOL
     

1
        

1 <

0DOWD < < 1 < 0 1 <
 

<
 

1
 

< 1 < <

0DUVKDOO

,VODQGV

< < < < 0 1 < <
  

1 < < < < 1

0DXULWLXV < < 1 < 0 1 < 1 < < 1 < < < < 1

0H[LFR < < < < 0 < < < < < < < < < 1 <

0LFURQHVLD
     

1
        

1 1

0ROGRYD 1 1 < < 0 1 1 1 < 1 1 < < 1 1 <

0RQDFR < <
  

0 < <
    

< <
 

< <

0RQJROLD 1 1 1 1 1 1
    

1 1 1 1 1 1

0RQWVHUUDW < < 1 < 0 1 < < < < < < 1 < < <

0RURFFR 1 1 1 < 1 1 1 1 1 1 1 < 1 1 1 <

0R]DPELTXH < 1 1 1 1 1 1 1 1 1 1
 

1 1 1 <

1DPLELD 1 1 1 1 1 1
    

1 1 1 1 1 1

1DXUX 1 1 1 1 1 1 1 1 1 1 1 1 1 1 < 1

1HSDO 1 1 1 < 1 1 < 1 < < 1 < 1 1 1 <

1HWKHUODQGV < < < < 0 < < < < < 1 < < < 1 <



1HWKHUODQGV

$QWLOOHV

< < < < 0 < < < < < 1 < 1 < < <

1HZ�=HDODQG < < < < 0 < < < < < < < < < 1 <

1LFDUDJXD < 1 < 1 1 1 < 1 < 1 1 < 1 1 1 <

1LJHU
     

1
        

1 <

1LJHULD < 1 < < 0 1 < 1 < < < < 1 < 1 <

1LXH 1 1 1 < 0 1 1 1 < < 1 < < < < 1

1RUZD\ < < < < 0 < < < < < < < < < 1 <

2PDQ 1 1 <
 

3 1
     

<
  

1 <

3DNLVWDQ < 1 1 < 1 1 < 1 < 1 1 < 1 < 1 <

3DODX 1 1 1 < 1 1 1 1 < < 1 1 1 1 1 1

3DQDPD < < < < 0 < < 1 < < < < < < < <

3DSXD�1HZ

*XLQHD

1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1

3DUDJXD\ < < < < 0 < < < < < 1 < < < 1 <

3HUX� < < < < 0 1 < 1 < < 1 < < < 1 <

3KLOLSSLQHV 1 1 < < 3 1
 

1 1 < < < 1 1 1 <

3RODQG < < < < 0 1 1 1 < < < < < 1 1 <

3RUWXJDO < < < < 0 < < < < < < < < < < <

4DWDU 1 1 < < 1 1
    

1 < 1 1 1 <

5RPDQLD < < < < 0 < 1 1 < 1 1 < < < 1 <

5XVVLD < < 1 1 1 1 < 1 < 1 1 < 1 1 1 <

6DPRD < < < < 0 1 < < < < < < < < < 1

6DXGL�$UDELD < <
 

< 0 1 < 1 <
  

< <
 

1 <

6HQHJDO < 1
   

1
        

1 <

6H\FKHOOHV < < 1 < 3 1 < 1
     

< < <

6LQJDSRUH < < < < 0 1 < 1 < < 1 < < < < <



6ORYDNLD < < < < 0 < 1 1 < < < 1 < 1 1 <

6ORYHQLD < < < < 0 < < 1 < < < < < < 1 <

6RORPRQ

,VODQGV

     
1

        
1 1

6RXWK�$IULFD < < 1 < 0 1 < 1 < < 1 < 1 < 1 <

6SDLQ < < < < 0 < < < < < < < < < 1 <

6UL�/DQND 1 1 1 1 1 1 1 1 < 1 1 < 1 1 1 <

6W�.LWWV�	

1HYLV

< < < < 3 1 < <
 

< < < < < < <

6W��/XFLD < < < < 0 1 < 1 < < 1 < < < < <

6W��9LQFHQW�

*UHQDGLQHV

< < < < 3 1 < < < 1 1 < 1 1 < <

6XULQDPH < 1 1 1 0 1 1
   

1 < 1 1 1 <

6ZD]LODQG 1 1
   

1
        

1 <

6ZHGHQ < < < < 0 < <  < < 1 < < < 1 <

6ZLW]HUODQG < < < < 0 < < < < < 1 < < < < 1

7DLZDQ < < < < 0 < < 1 < < < < < < 1 1$

7DMLNLVWDQ 1 1 1 1 1 1 1 1
  

1 < 1 1 1 <

7DQ]DQLD < 1 < < 3 1 < 1 <
   

1 < 1 <

7KDLODQG < < < < 0 1 < < < < 1 < < < < 1

7RJR < 1
   

1
         

<

7RQJD 1 1 < < 1 1 < 1 < < < 1 1 1 1 <

7ULQLGDG�	

7REDJR

< < < < 0 1 < < < < < < < < 1 <

7XQLVLD 1 1
  

1 1
    

<
   

< <

7XUNH\ < < < < 0 < < 1 < < < < < < 1 <

7XUNPHQLVWDQ 1 1
   

1
        

1 <

7XUNV�	

&DLFRV

< < < < 0 1 < < < < 1 < < < < <



8JDQGD 1 1 1 1 1 1 1 1
  

1
 

1 1 1 <

8NUDLQH < 1 1 1 1 1 < 1 < 1 < < 1 1 1 <

8QLWHG�$UDE

(PLUDWHV

1 1 < 1 0 1 1 1 < < 1 < 1 1 1 <

8QLWHG

.LQJGRP

< < < < 0 < < < < < 1 < < < < <

8QLWHG�6WDWHV < < < < 0 < < < < < < < < < < <

8UXJXD\ < < < < 0 1 < 1 < < 1 < < 1 < <

8]EHNLVWDQ < < 1 < 1 1 1 1 < 1 < < 1 1 1 <

9DQXDWX < < < < 0 1 < < < < 1 < < < < 1

9HQH]XHOD < 1 < < 0 < < 1 < < < < < < 1 <

9LHWQDP < < 1 < 0 1
     

<
  

1 <

<HPHQ
     

1
        

1 <

<XJRVODYLD

)5

1 1
  

1 1 1 1
    

1 1 1 1

=DPELD < 1 1 1 1 1 <
   

1
 

1 1 1 <

=LPEDEZH < 1 1
 

1 1 <
       

1 <

�����3HUX
V�UHTXLUHPHQW�WR�UHFRUG�ODUJH�WUDQVDFWLRQV�LV�WHPSRUDULO\�VXVSHQGHG�
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