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7KLV� RSLQLRQ� FRPPHQWV� RQ� WKH� &DOLIRUQLD� ,QGHSHQGHQW� 6\VWHP� 2SHUDWRU·V� �&$,62��
FXUUHQWO\� SURSRVHG� ORFDO� DQG� V\VWHP�ZLGH� PDUNHW� SRZHU� PLWLJDWLRQ� PHFKDQLVPV� XQGHU� WKH�
/RFDWLRQDO�0DUJLQDO�3ULFLQJ��/03���$V�KDV�EHHQ�HPSKDVL]HG�LQ�VHYHUDO�SUHYLRXV�RSLQLRQV��ZLWKRXW�
DQ�HIIHFWLYH�ORFDO�PDUNHW�SRZHU�PLWLJDWLRQ�PHFKDQLVP��/030���ZH�VWURQJO\�GRXEW�WKDW�&DOLIRUQLD�
FRQVXPHUV�ZLOO� UHDOL]H� DQ\�QHW�EHQHILWV� IURP�DGRSWLQJ� D�ZKROHVDOH�PDUNHW�ZLWK�/03�� HYHQ� LI� WKH�
VHOOHU·V�FKRLFH�ORQJ�WHUP�FRQWUDFWV�LVVXH�LV�VXFFHVVIXOO\�UHVROYHG����0RUHRYHU��WKH�ODFN�RI�DQ�HIIHFWLYH�
/030�PHFKDQLVP�WKDW�DSSOLHV�WR�DOO�JHQHUDWLRQ�XQLWV� LQ�&DOLIRUQLD�LV�D�PDMRU�VKRUWFRPLQJ�RI�WKH�
FXUUHQW�PDUNHW�GHVLJQ�� �&RQVHTXHQWO\��ZH�EHOLHYH� WKDW�D�FRPSUHKHQVLYH�SDFNDJH�RI�PDUNHW�SRZHU�
PLWLJDWLRQ� PHFKDQLVPV� VSHFLILFDOO\� GHVLJQHG� WR� EDODQFH� WKH� FRPSHWLQJ� JRDOV� RI� SURWHFWLQJ�
FRQVXPHUV� IURP� WKH� KDUPIXO� H[HUFLVH� RI� XQLODWHUDO� PDUNHW� SRZHU� DQG� OLPLWLQJ� WKH� LQHIILFLHQFLHV�
DVVRFLDWHG�ZLWK�LQWHUYHQLQJ�ZLWK�PDUNHW�PHFKDQLVPV�LV�WKH�PRVW�FUXFLDO�FRPSRQHQW�RI�WKH�0DUNHW�
5HGHVLJQ�DQG�7HFKQRORJ\�8SJUDGH��0578��SURFHVV��

7KLV�SDFNDJH�RI�PDUNHW�SRZHU�PLWLJDWLRQ�PHFKDQLVPV�VKRXOG�EH�GHVLJQHG�DQG�LWV�SURSHUWLHV�
DVVHVVHG�DV�SDUW�RI�DQ�LQWHJUDWHG�PDUNHW�GHVLJQ���7UHDWLQJ�WKH�FKRLFH�RI�D�PDUNHW�SRZHU�PLWLJDWLRQ�
PHFKDQLVP�DV�VHSDUDEOH�IURP�WKH�RYHUDOO�PDUNHW�GHVLJQ�LV�YHU\�OLNHO\�WR�OHDG�WR�D�ILQDO�PDUNHW�GHVLJQ�
ZLWK�D�QXPEHU�RI�XQLQWHQGHG�VRXUFHV�RI� LQHIILFLHQFLHV���7KLV�SRLQW� LV�EHVW� LOOXVWUDWHG�E\�WKH�PDQ\�
SRWHQWLDO� LQHIILFLHQFLHV� WKDW� FRXOG� UHVXOW� IURP� WKH� PDUNHW� GHVLJQ� FKDQJHV� RUGHUHG� E\� )(5&�
�SDUWLFXODUO\� WR� WKH� 5HVLGXDO� 8QLW� &RPPLWPHQW� PHFKDQLVP�� LQ� UHVSRQVH� WR� SDVW� 0578�PDUNHW�
GHVLJQ� ILOLQJV�� � )RU� WKLV� UHDVRQ��ZH� VWURQJO\� XUJH� )(5&� WR� FRQVLGHU� WKH�&$,62·V�PDUNHW� GHVLJQ�
SURSRVDO� DV� D� FRPSOHWH�SDFNDJH�� LQFOXGLQJ� LWV�PDUNHW�SRZHU�PLWLJDWLRQ�PHFKDQLVPV��DQG�DYRLG�DV�
PXFK� DV� SRVVLEOH� PDNLQJ� VLJQLILFDQW� FKDQJHV� WR� VSHFLILF� GHWDLOV� RI� WKH� GHVLJQ� EHFDXVH� RI� WKH�
SRWHQWLDO�IRU�VLJQLILFDQW�XQLQWHQGHG�DGYHUVH�FRQVHTXHQFHV��

:H� EHOLHYH� WKDW� D� QXPEHU� RI� XQUHVROYHG� LVVXHV� DVVRFLDWHG� ZLWK� WKH� &$,62·V� SURSRVHG�
PDUNHW� SRZHU� PLWLJDWLRQ� PHFKDQLVP� VKRXOG� EH� DGGUHVVHG� EHIRUH� WKLV� PHFKDQLVP� LV� ILOHG� ZLWK�
)(5&����0DQ\�RI�WKHVH�DUH�D�GLUHFW�UHVXOW�RI�FKDQJHV�LQ�WKH�,62�PDUNHW�GHVLJQ�RUGHUHG�E\�)(5&���
:H�EHOLHYH�WKDW�VHYHUDO�RI�WKH�FKDQJHV�RUGHUHG�E\�)(5&�UHTXLUH�VLJQLILFDQW�UHYLVLRQV�WR�WKH�0758�
GHVLJQ�� VSHFLILFDOO\� WKH� UHVLGXDO� XQLW� FRPPLWPHQW� �58&�� SURFHVV� DQG� WKH� PHFKDQLVP� XVHG� WR�
DOORFDWH� ]RQDO� GHPDQG�ELGV� LQ� WKH�GD\�DKHDG� HQHUJ\�PDUNHW�� �7KHVH�PDUNHW�GHVLJQ�FKDQJHV� LPSO\�
PRGLILFDWLRQV�WR�WKH�,62·V�SURSRVHG�PDUNHW�SRZHU�PLWLJDWLRQ�PHFKDQLVPV��

7KLV� RSLQLRQ� ILUVW� GLVFXVVHV� WKH� PDMRU� RXWVWDQGLQJ� XQUHVROYHG� LVVXHV� DVVRFLDWHG� ZLWK� WKH�
SURSRVHG�0578�GHVLJQ���:H�WKHQ�SURSRVH�D�VWUDWHJ\�IRU�DGGUHVVLQJ�WKHVH�LVVXHV�DQG�DQ�DSSURDFK�
WR�GHVLJQLQJ�D�FRPSUHKHQVLYH�PDUNHW�SRZHU�PLWLJDWLRQ�PHFKDQLVP�IRU�D�/03�PDUNHW���2XU�YLHZ�LV�
WKDW� WKH� &$,62·V� PDUNHW� SRZHU� PLWLJDWLRQ� PHFKDQLVPV� VKRXOG� IRFXV� RQ� OLPLWLQJ� WKH� DELOLW\� RI�
VXSSOLHUV� WR� H[HUFLVH� ORFDO�PDUNHW�SRZHU� LQ� WKH� HQHUJ\� DQG� DQFLOODU\� VHUYLFHV�PDUNHWV�� �:H�EHOLHYH�
WKHUH�DUH�RWKHU�OHVV�LQWUXVLYH�DQG�PRUH�HIIHFWLYH�DSSURDFKHV�WKDQ�WKH�&$,62·V�SURSRVHG�$XWRPDWLF�
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0LWLJDWLRQ� 3URFHGXUHV� �$03�� IRU� DGGUHVVLQJ� V\VWHP�ZLGH� PDUNHW� SRZHU� FRQFHUQV�� DQG� PRUH�
HIIHFWLYH�PLWLJDWLRQ�SURFHGXUHV� IRU� OLPLWLQJ� WKH�H[HUFLVH�RI� ORFDO�PDUNHW�SRZHU� WKDQ� WKH�&$,62·V�
SURSRVHG�$03�PHFKDQLVP�� � �:KLOH�ZH�GR�QRW� UHFRPPHQG� D� VSHFLILF�SDFNDJH�RI�PDUNHW�SRZHU�
PLWLJDWLRQ� PHFKDQLVPV�� ZH� GR� SURYLGH� JHQHUDO� JXLGHOLQHV� IRU� FRQVWUXFWLQJ� D� PDUNHW� GHVLJQ� DQG�
SDFNDJH�RI�PDUNHW�SRZHU�PLWLJDWLRQ�PHFKDQLVPV�WKDW�ZH�EHOLHYH�KDV�WKH�EHVW�FKDQFH�RI�EHQHILWLQJ�
FRQVXPHUV�IURP�DQ�/03�PDUNHW��

���2XWVWDQGLQJ�8QUHVROYHG�0DUNHW�'HVLJQ�,VVXHV�

� $� PDMRU� XQUHVROYHG� PDUNHW� GHVLJQ� LVVXH� LV� WKH� 58&� FDSDFLW\� SURFXUHPHQW� SURFHVV����
2ULJLQDOO\��WKH�&$,62�HQYLVLRQHG�WKDW�VXSSOLHUV�RI�58&�FDSDFLW\�ZRXOG�EH�SDLG�DV�ELG�DQG�WKH�58&�
SD\PHQW�ZRXOG�EH� UHVFLQGHG� LI� D� XQLW�ZDV� VXEVHTXHQWO\�GLVSDWFKHG� IRU� HQHUJ\�� �7KH�&$,62�DOVR�
SURSRVHG�D�PXVW�RIIHU� UHTXLUHPHQW� IRU�DOO�JHQHUDWLRQ�FDSDFLW\� LQ�WKH�GD\�DKHDG�HQHUJ\�PDUNHW��,Q�
FDVH� RI�GD\�DKHDG� DQFLOODU\� VHUYLFHV�ELG� LQVXIILFLHQF\�� WKH� ,62�SURSRVHG� WR� LQFUHDVH� LWV� GD\�DKHDG�
58&�FDSDFLW\�SURFXUHPHQW�DQG�REWDLQ�DGGLWLRQDO�DQFLOODU\�VHUYLFHV� LQ� WKH�KRXU�DKHDG�RU� UHDO�WLPH�
PDUNHWV�� � )(5&� UHMHFWHG� WKH�PXVW�RIIHU� UHTXLUHPHQW� DQG� RUGHUHG� WKH� &$,62� WR� SD\� D�PDUNHW�
FOHDULQJ� SULFH� IRU� 58&� FDSDFLW\� DQG� QRW� WR� UHVFLQG� WKH� 58&� SD\PHQW� LI� WKH� FDSDFLW\� ZDV�
VXEVHTXHQWO\�GLVSDWFKHG�IRU�HQHUJ\���7KHVH�PDUNHW�UXOH�FKDQJHV�KDYH�FUHDWHG�DQ�HYHQ�JUHDWHU�QHHG�
IRU� UHYLVLRQV� WR� WKH� &$,62·V� /030� PHFKDQLVPV� EHFDXVH� RI� WKH� LQFUHDVHG� RSSRUWXQLWLHV� IRU�
VXSSOLHUV�WR�H[HUFLVH�ORFDO�PDUNHW�SRZHU�WKDW�WKHVH�UXOH�FKDQJHV�KDYH�HQDEOHG��

� 7KH�&$,62·V�RULJLQDO�SURSRVDO�FDOOHG�IRU�UHVFLQGLQJ�WKH�HQWLUH�58&�FDSDFLW\�SD\PHQW�LI�D�
VXSSOLHU�ZDV�GLVSDWFKHG�IRU�HQHUJ\���7KLV�OLPLWHG�WKH�QHHG�WR�PLWLJDWH�58&�FDSDFLW\�ELGV�EHFDXVH�DOO�
HQHUJ\� ELGV� ZHUH� VXEMHFW� WR� ORFDO� PDUNHW� SRZHU�PLWLJDWLRQ�� � 7KH� &$,62·V� ORJLF�ZDV� WKDW� D� XQLW�
ZRXOG�QRW�EH�SXUFKDVHG�DV�58&�FDSDFLW\�XQOHVV�WKHUH�ZDV�DQ�H[WUHPHO\�KLJK�OLNHOLKRRG�WKLV�FDSDFLW\�
ZRXOG�EH�VXEVHTXHQWO\�QHHGHG�WR�VXSSO\�HQHUJ\�LQ�UHDO�WLPH���7KHUHIRUH��LI�WKH�&$,62�DFFHSWHG�D�
58&�FDSDFLW\�ELG�WKDW�UHIOHFWHG�WKH�H[HUFLVH�RI�ORFDO�PDUNHW�SRZHU��WKDW�VXSSOLHU�GLG�QRW�KDYH�D�YHU\�
KLJK�SUREDELOLW\�RI�XOWLPDWHO\�EHLQJ�SDLG� WKLV�ELG�EHFDXVH� WKH�XQLW�ZRXOG�LQVWHDG�EH�GLVSDWFKHG�WR�
VXSSO\�HQHUJ\� LQ�UHDO� WLPH�� �7KH�&$,62·V�RULJLQDO�SD\�DV�ELG�58&�PHFKDQLVP�IXUWKHU�OLPLWHG�WKH�
EHQHILWV� D� VXSSOLHU� PLJKW� UHDOL]H� IURP� VXEPLWWLQJ� KLJK� 58&� FDSDFLW\� ELGV�� EHFDXVH� D� JHQHUDWLRQ�
XQLW·V�58&�FDSDFLW\�ELG�ZRXOG�QRW�LPSDFW�WKH�SULFH�LW�ZRXOG�UHFHLYH�IRU�RWKHU�58&�FDSDFLW\�LW�VROG����
)LQDOO\��)(5&·V�HOLPLQDWLRQ�RI�WKH�UHTXLUHPHQW�WKDW�VXSSOLHUV�PXVW�RIIHU�DOO�DYDLODEOH�FDSDFLW\� LQWR�
WKH�&$,62·V� GD\�DKHDG� HQHUJ\� DQG� DQFLOODU\� VHUYLFHV�PDUNHW� DOORZV� WKHVH� VXSSOLHUV� WKH�RSWLRQ� WR�
ZLWKKROG�FDSDFLW\�LQ�RUGHU�WR�GULYH�XS�WKH�GD\�DKHDG�SULFH�IRU�HQHUJ\�DQG�DQFLOODU\�VHUYLFHV�DV�ZHOO�DV�
58&�FDSDFLW\���:KLOH�D�PXVW�RIIHU�UHTXLUHPHQW�PD\�EH�XQQHFHVVDU\�IRU�V\VWHP�ZLGH�PLWLJDWLRQ��WKH�
ODFN�RI�VXFK�D�UHTXLUHPHQW�RU�HTXLYDOHQW�PHDVXUHV�LV�D�FRQFHUQ�ZKHQ�ORFDO�PDUNHW�SRZHU�LV�SUHVHQW��

� 7KURXJKRXW� WKH�0578�SURFHVV�� WKH�06&�KDV� DUJXHG� IRU� JUHDWHU� LQWHJUDWLRQ�RI� WKH�58&�
FRQVWUDLQWV�LQWR�WKH�GD\�DKHDG�HQHUJ\�DQG�DQFLOODU\�VHUYLFHV�PDUNHW���7KHVH�)(5&�RUGHUV�PDNH�WKH�
FDVH�IRU�JUHDWHU�LQWHJUDWLRQ�HYHQ�VWURQJHU���$�58&�PDUNHW�WKDW�RSHUDWHV�IROORZLQJ�WKH�FORVH�RI�WKH�
GD\�DKHDG�PDUNHW� ZLWKRXW� D�PXVW�RIIHU� UHTXLUHPHQW� LV� OLNHO\� WR� EH� VXVFHSWLEOH� WR� WKH� H[HUFLVH� RI�
ORFDO� PDUNHW� SRZHU�� �$OO� JHQHUDWLRQ� XQLWV� IDFLQJ� VLJQLILFDQW� FRPSHWLWLRQ� IURP�RWKHU� LQGHSHQGHQW�
VXSSOLHUV�KDYH�D�VWURQJ�LQFHQWLYH�WR�EH�FRPPLWWHG�WR�SURYLGH�HQHUJ\�RU�DQFLOODU\�VHUYLFHV�LQ�WKH�GD\�
DKHDG�PDUNHW��EHFDXVH�WKHVH�VXSSOLHUV�IDFH�D�VLJQLILFDQW�ULVN�RI�QRW�EHLQJ�GLVSDWFKHG�XQOHVV�WKH\�ELG�
DJJUHVVLYHO\���+RZHYHU��WKLV�LV�QRW�OLNHO\�WR�EH�WKH�FDVH�IRU�XQLWV�RZQHG�E\�VXSSOLHUV�ZLWK�VLJQLILFDQW�
ORFDO�PDUNHW�SRZHU��$OWKRXJK�WKH�,62·V�IOH[LEOH�PXVW�RIIHU�UHTXLUHPHQW�ZLOO�HQWHU�]HUR�GHIDXOW�58&�
ELGV� IRU�XQLWV� WKDW�GR�QRW�ELG� LQWR� WKH�GD\�DKHDG� HQHUJ\�PDUNHW�� WKLV� GRHV�QRW�SUHYHQW� VXSSOLHUV�
IURP�ELGGLQJ�KLJK�HQRXJK�LQ�WKH�GD\�DKHDG�PDUNHW�VR�WKDW�D�VLJQLILFDQW�IUDFWLRQ�RI�WKLV�ORFDO�HQHUJ\�
QHHG� UHPDLQV� XQVHUYHG� DQG� PXVW� WKHUHIRUH� EH� VDWLVILHG� WKURXJK� WKH� 58&� SURFHVV�� � 8QOHVV� WKLV�
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UHPDLQLQJ� XQVHUYHG� ORFDO� HQHUJ\� QHHG� VDWLVILHV� WKH� ,62·V� FULWHULD� IRU� ORFDO�PDUNHW�PLWLJDWLRQ�� WKH�
VXSSOLHU�FDQ� WKHQ�VXEPLW�DQ�H[WUHPHO\�KLJK�58&�FDSDFLW\�ELG�DQG�VHW�D�YHU\�KLJK�ORFDWLRQDO�58&�
SULFH�� � )RU� WKLV� UHDVRQ�� RXU� H[SHFWDWLRQ� LV� WKDW� WKH�58&� FDSDFLW\�PDUNHW�ZLOO� EH� H[WUHPHO\� WKLQ��
SDUWLFXODUO\�DW�ORFDWLRQV�LQ�WKH�&$,62�FRQWURO�DUHD�ZKHUH�RQH�RU�WZR�VXSSOLHUV�RZQ�DOO�RI�WKH�ORFDO�
JHQHUDWLRQ�QHFHVVDU\� WR� VHUYH� ORDG�� �0RUHRYHU�� D� VLQJOH� XQFRQVWUDLQHG�PDUNHW�FOHDULQJ�58&�SULFH�
IRU�WKH�HQWLUH�&$,62�FRQWURO�DUHD�VKRXOG�EH�H[WUHPHO\�UDUH��EHFDXVH�LW�ZLOO�RIWHQ�EH�WKH�FDVH�WKDW�
ORZ�SULFHG� ELGV� WR� VXSSO\� 58&� FDSDFLW\� PXVW� EH� VNLSSHG� RYHU� EHFDXVH� WKHVH� XQLWV� DUH� QRW� DW�
ORFDWLRQV�ZKHUH�WKH�FDSDFLW\�LV�QHHGHG����

� :H� DOVR� TXHVWLRQ� WKH� QHHG� WR� FUHDWH� D� VHSDUDWH� SURGXFW� WKDW� LV� GLVWLQFW� IURP� HQHUJ\� DQG�
DQFLOODU\� VHUYLFHV�� � ,Q�SDUWLFXODU�� LW� LV� XQFOHDU�ZKDW�GLUHFW�FRVWV�RU�RSSRUWXQLW\�FRVWV�D�SURYLGHU�RI�
58&�FDSDFLW\�PXVW�EH�FRPSHQVDWHG�IRU���,I�WKH�,62�DFFXUDWHO\�GHWHUPLQHV�LWV�UHVHUYH�UHTXLUHPHQWV�
DW� DOO� ORFDWLRQV� LQ� WKH� &$,62� FRQWURO� DUHD�� LQFOXGLQJ� WKH� UHTXLUHPHQW� WKDW� VXIILFLHQW� FDSDFLW\� LV�
FRPPLWWHG�LQ�WKH�GD\�DKHDG�PDUNHW�WR�PHHW�WKH�&$,62·V�ORFDWLRQDO�GHPDQG�IRUHFDVWV��LW�LV�XQFOHDU�
ZK\� 58&� FDSDFLW\� LV� QHHGHG�� :H� EHOLHYH� WKDW� LI� WKH� &$,62� RSHUDWRUV� KDYH� ORFDWLRQDO� UHVHUYH�
UHTXLUHPHQWV�� WKHVH� VKRXOG�EH� VSHFLILHG� LQ� WKH�GD\�DKHDG�PDUNHW�� UDWKHU� WKDQ�REWDLQHG� WKURXJK� D�
VHSDUDWH�58&�PDUNHW��

� %DVHG�RQ�WKH�KLVWRULFDO�SDWWHUQ�RI�PXVW�RIIHU�ZDLYHU�GHQLDOV� LVVXHG�� LW�DSSHDUV�WKDW�&$,62�
RSHUDWRUV� GR� KDYH� ORFDWLRQDO� DQFLOODU\� VHUYLFHV�� � &XUUHQWO\�� WKHVH� ORFDWLRQDO� DQFLOODU\� VHUYLFHV�
UHTXLUHPHQWV� DSSHDU� WR� EH� SURFXUHG� WKURXJK� DQ� LQHIILFLHQW� WZR�VWHS� SURFHVV�� � ,Q� WKH� ILUVW� VWHS��
PXVW�RIIHU�ZDLYHU�GHQLDOV�DUH�LVVXHG�WR�XQLWV�ORFDWHG�LQ�WKH�DUHDV�ZKHUH�WKH�&$,62�RSHUDWRUV�NQRZ�
WKDW� WKH\�QHHG� ORFDWLRQDO� DQFLOODU\� VHUYLFHV� FDSDFLW\� DQG� HQHUJ\�� �:LWK� WKHVH�XQLWV�FRPPLWWHG�� WKH�
&$,62�RSHUDWRUV�DUH�WKHQ�DEOH�WR�SURFXUH�DQFLOODU\�VHUYLFHV�RQ�D�V\VWHP�ZLGH�RU�]RQDO�EDVLV�JLYHQ�
WKH� JHRJUDSKLF� GLVWULEXWLRQ� RI�PXVW�RIIHU� ZDLYHU� GHQLDOV�� � 7KH� &$,62� RSHUDWRUV� DOVR� DSSHDU� WR�
SUHIHU� WR� KROG� PRUH� JHQHUDWLRQ� UHVHUYHV� WKDQ� WKH� PLQLPXP� DPRXQWV� UHTXLUHG� E\� :HVWHUQ�
(OHFWULFLW\� &RRUGLQDWLQJ� &RXQFLO� �:(&&�� UXOHV�� � 8QGHU� WKH� PXVW�RIIHU� UHTXLUHPHQW�� WKLV� LV�
DFFRPSOLVKHG� E\� LVVXLQJ�ZDLYHU� GHQLDOV� WR�PRUH� XQLWV� WKDQ� WKRVH� QHFHVVDU\� WR�PHHW� WKH�PLQLPDO�
:(&&� UHVHUYH� UHTXLUHPHQWV�� � (YHQ� LI� WKH� &$,62� ZHUH� WR� EH� DEOH� WR� FRQWLQXH� WKH�PXVW�RIIHU�
UHTXLUHPHQW�� D� ORZHU�FRVW� HQHUJ\� DQG� DQFLOODU\� VHUYLFHV� SURFXUHPHQW� SROLF\� LV� IRU� WKH�&$,62� WR�
SXUFKDVH�ERWK�HQHUJ\�DQG�DQFLOODU\�VHUYLFHV�LQ�WKH�PLQLPDO�TXDQWLWLHV�DQG�DW�ORFDWLRQV�WKDW�LW�GHHPV�
DUH�QHFHVVDU\�WR�UHOLDEO\�RSHUDWH�WKH�WUDQVPLVVLRQ�QHWZRUN���,I�&$,62�RSHUDWRUV�EHOLHYH�WKDW�PRUH�
WKDQ� WKH�PLQLPDO� OHYHOV� RI� DQFLOODU\� VHUYLFHV� UHTXLUHG�E\� WKH�:(&&�DUH�QHFHVVDU\� WR�RSHUDWH� WKH�
WUDQVPLVVLRQ� QHWZRUN� UHOLDEO\�� LW� VKRXOG� SURFXUH� WKLV� OHYHO� RI� DQFLOODU\� VHUYLFHV� FDSDFLW\�� � $�
SURFXUHPHQW�SURFHVV�WKDW�UHFRJQL]HV�ERWK�ORFDWLRQDO�FRQVWUDLQWV�DQG�RWKHU�RSHUDWLQJ�FRQVWUDLQWV�LV�
OLNHO\� WR� UHVXOW� LQ� ORFDWLRQDO� DQFLOODU\� VHUYLFHV� SULFHV� EHFDXVH� RI� FRQJHVWLRQ� LQ� WKH� WUDQVPLVVLRQ�
QHWZRUN�� � &RQVHTXHQWO\�� WKH� DQFLOODU\� VHUYLFHV� SURFXUHPHQW� SURFHVV� VKRXOG� DOVR� EH� VXEMHFW� WR� D�
/030�PHFKDQLVP�LQWHJUDWHG�ZLWK�WKH�RQH�WKDW�H[LVWV�IRU�WKH�HQHUJ\�PDUNHW��

� 3URFXULQJ� WKH�DQFLOODU\�VHUYLFHV�QHHGHG�DW� ORFDWLRQV�ZKHUH�WKH�RSHUDWRUV�QHHG�WKLV�FDSDFLW\�
ZLOO�HOLPLQDWH�WKH�QHHG�WR�SD\�WKH�PLQLPXP�ORDG�FRVWV�RI�VXSSOLHUV�WKDW�ZHUH�IRUPHUO\�LVVXHG�PXVW�
RIIHU�ZDLYHU�GHQLDOV��EHFDXVH�DOO�XQLWV�ZLOO�HLWKHU�EH�VFKHGXOHG�IRU�HQHUJ\�RU�DQFLOODU\�VHUYLFHV�LQ�WKH�
GD\�DKHDG�PDUNHW���&RPPLWWLQJ�VXIILFLHQW�JHQHUDWLRQ�FDSDFLW\�LQ�WKH�GD\�DKHDG�PDUNHW�WR�PHHW�WKH�
&$,62·V� ORFDWLRQDO�GHPDQG�IRUHFDVWV�ZLOO�HOLPLQDWH�WKH�QHHG�IRU�D�58&�PHFKDQLVP����$OO�QHHGHG�
JHQHUDWLRQ�FDSDFLW\�ZLOO�HLWKHU�EH�SDLG�IRU�DV�HQHUJ\�RU�DQFLOODU\�VHUYLFHV�LQ�WKH�GD\�DKHDG�PDUNHW���,Q�
VXPPDU\�� LW� LV� GLIILFXOW� WR� VHH� WKH� QHHG� IRU� D� 58&�SURFHVV� LI� WKH�&$,62� LV� SURFXULQJ� VXIILFLHQW�
DQFLOODU\�VHUYLFHV�DW�ORFDWLRQV�ZKHUH�LW�FDQ�EH�XVHG�DQG�LI�VXIILFLHQW�JHQHUDWLRQ�FDSDFLW\�WR�PHHW�WKH�
&$,62·V� ORDG�IRUHFDVW� LV�FRPPLWWHG�LQ�WKH�GD\�DKHDG�PDUNHW���0RUHRYHU��E\�HOLPLQDWLQJ�WKH�QHHG�
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IRU�D�58&�SURFHVV��WKH�&$,62�DYRLGV�KDYLQJ�WR�RSHUDWH�D�PDUNHW�WKDW�SD\V�D�PDUNHW�FOHDULQJ�SULFH�
IRU�58&�FDSDFLW\�DQG�DOORZV�WKH�VXSSOLHU�WR�NHHS�WKH�58&�SD\PHQW�LI�WKLV�FDSDFLW\�LV�VXEVHTXHQWO\�
UHTXLUHG�WR�SURGXFH�HOHFWULFLW\���)LQDOO\��VXSSOLHUV�ZLOO�KDYH�QR�LQFHQWLYH�WR�ZLWKKROG�FDSDFLW\�IURP�
WKH� GD\�DKHDG� PDUNHW� LI� ORDG�VHUYLQJ� HQWLWLHV� �/6(V�� KDYH� SURFXUHG� VXIILFLHQW� IRUZDUG� ILQDQFLDO�
FRQWUDFWV� WKDW� FOHDU� DJDLQVW� SULFHV� DW� ORFDWLRQV� LQ� WKH� QHWZRUN�ZKHUH� WKH� /6(V� DFWXDOO\�ZLWKGUDZ�
HQHUJ\�IURP�WKH�QHWZRUN�RU�ORFDWLRQV�LQ�WKH�QHWZRUN�ZKHUH�WKHLU�FRQJHVWLRQ�UHYHQXH�ULJKWV��&55V��
DUH�VRXUFHG��

����6KRUWFRPLQJV�RI�$XWRPDWLF�0LWLJDWLRQ�3URFHGXUHV�

� 6\VWHP�:LGH� $03�� � 7KH� H[SHULHQFH� RI� WKH� &DOLIRUQLD� PDUNHW� ZLWK� WKH� $XWRPDWLF�
0LWLJDWLRQ�3URFHGXUH��$03��KDV�IDLOHG�WR�FRQYLQFH�XV�WKDW�LW�LV�DQ�HIIHFWLYH�PHFKDQLVP�IRU�OLPLWLQJ�
DQ\WKLQJ�EXW� LVRODWHG��H[FHVVLYH�H[HUFLVHV�RI�XQLODWHUDO�PDUNHW�SRZHU��7KHVH�DUH�WKH�VDPH�W\SHV�RI�
HYHQWV� WKDW� DUH� PLWLJDWHG� E\� WKH� SULFH�FDS� LQ� WKH� HQHUJ\� PDUNHW�� � +RZHYHU�� ZLWK� WKH� $03�
PHFKDQLVP�WKLV�PLWLJDWLRQ�FRPHV�DW�WKH�H[SHQVH�RI�VDQFWLRQLQJ��DQG�SHUKDSV�HYHQ�SURPRWLQJ��PRUH�
ZLGHVSUHDG� DQG� VXEWOH� IRUPV� RI� XQLODWHUDO� PDUNHW� SRZHU�� � )RU� H[DPSOH�� XQGHU� WKH� &$,62·V�
SURSRVHG�$03�PHFKDQLVP�DOO�VXSSOLHUV�DUH�DOORZHG�WR�ELG�ZLWKLQ�WKH�ORZHU�RI������0:K�KLJKHU�
WKDQ�RU� �����RI� WKHLU� UHIHUHQFH� OHYHO� DQG�QRW�EH� VXEMHFW� WR�PLWLJDWLRQ�E\� WKH�V\VWHP�ZLGH�$03�
PHFKDQLVP���7KHVH�FRQGXFW�WKUHVKROGV�SURYLGH�VXSSOLHUV�ZLWK�VXEVWDQWLDO�GLVFUHWLRQ�WR�UDLVH�PDUNHW�
SULFHV�ZLWKRXW� WULJJHULQJ�PLWLJDWLRQ�� � &RQVHTXHQWO\�� HYHQ� WKRXJK�$03�KDV� IDLOHG� WR�PLWLJDWH� DQ\�
ELGV�LQ�WKH�&$,62�UHDO�WLPH�PDUNHW��LW�LV�VWLOO�SRVVLEOH�WKDW�VLJQLILFDQW�DPRXQWV�RI�XQLODWHUDO�PDUNHW�
SRZHU�FRXOG�KDYH�EHHQ�H[HUFLVHG�ZKLOH�WKH�$03�PHFKDQLVP�KDV�EHHQ�LQ�SODFH���

� ,Q�RXU�YLHZ��DQ�$03�PHFKDQLVP�ZLWK� WKH� ODUJH�FRQGXFW�WKUHVKROGV�GHVFULEHG�DERYH�GRHV�
QRW�FRQVWLWXWH�DGHTXDWH�PLWLJDWLRQ�RI�WKH�XQLODWHUDO�PDUNHW�SRZHU�D�VXSSOLHU�PLJKW�SRVVHVV��EHFDXVH�
WKLV�PHFKDQLVP�DOORZV�D�VXSSOLHU�WR�PRYH�PDUNHW�SULFHV�DERYH�FRPSHWLWLYH�OHYHOV�HQRXJK�WR�LPSRVH�
VLJQLILFDQW� FRQVXPHU� KDUP� ZLWKRXW� YLRODWLQJ� WKH� FRQGXFW� WKUHVKROGV�� � � 7KHUHIRUH�� WKLV� $03�
PHFKDQLVP� DOORZV� VXEVWDQWLDO� V\VWHP�ZLGH� PDUNHW� SRZHU� WR� EH� H[HUFLVHG� ZLWKRXW� WULJJHULQJ�
PLWLJDWLRQ�� �:KLOH� DQ�$03�PHFKDQLVP�ZLWK�ZLGH� WROHUDQFHV�PD\�EH� LQHIIHFWXDO��RQH�ZLWK� WLJKWHU�
WROHUDQFHV�ZRXOG�EH�PRUH� LQWUXVLYH� DQG�SHUKDSV�HYHQ�PRUH�DQWL�FRPSHWLWLYH�� �7KH�06&�DOVR�KDV�
H[SUHVVHG� VXEVWDQWLDO� FRQFHUQ� DERXW� XVLQJ� IXQFWLRQV� RI� SUHYLRXVO\� DFFHSWHG� ELGV� WR� VHW� $03�
UHIHUHQFH� OHYHOV�� � �7KLV� LPSRVHV�D�FRVW�RQ�D�VXSSOLHU� IRU�VXEPLWWLQJ�D� ORZ�ELG��EHFDXVH� WKLV�ELG�LV�
OLNHO\� WR�UHGXFH� WKDW�VXSSOLHU·V� UHIHUHQFH�OHYHO�DQG�WKHUHIRUH�OLPLW�WKH�H[WHQW�WR�ZKLFK�WKH�VXSSOLHU�
FDQ�UDLVH�SULFHV�GXULQJ�RWKHU�KRXUV�RI�WKH�\HDU����

� )RU�H[DPSOH��LI�D�VXSSOLHU·V�$03�UHIHUHQFH�OHYHO�LV�VHW�DW�WKH�PHGLDQ�RI�DFFHSWHG�ELGV�RYHU�
WKH�SDVW����GD\V��RQH�FDQ�LPDJLQH�D�FLUFXPVWDQFH�ZKHUH�D�YHU\�ORZ�DFFHSWHG�ELG�FRXOG�VLJQLILFDQWO\�
UHGXFH� WKDW�VXSSOLHU·V� UHIHUHQFH� OHYHO�� �7KLV� ORZHU�UHIHUHQFH�OHYHO�ZRXOG�OLPLW�WKH�ELG�WKDW�VXSSOLHU�
FRXOG� VXEPLW� GXULQJ� KLJKHU� GHPDQG� SHULRGV� WR� UDLVH� WKH� SULFH� LW� UHFHLYHV� IRU� VHOOLQJ� HOHFWULFLW\�
ZLWKRXW�H[FHHGLQJ�WKH�FRQGXFW�WKUHVKROG���)RU�WKLV�UHDVRQ��ZH�EHOLHYH�WKDW�VHWWLQJ�$03�UHIHUHQFH�
OHYHOV� EDVHG� RQ� DFFHSWHG� ELGV� OLPLWV� WKH� LQFHQWLYHV� IRU� VXSSOLHUV� WR� YLJRURXVO\� FRPSHWH� GXULQJ�
FRPSHWLWLYH�SHULRGV����8VLQJ�WKLV�PHFKDQLVP�WR�VHW�UHIHUHQFH�OHYHOV�UHVXOWV�LQ�DQ�$03�PHFKDQLVP�
WKDW� LV� OLNHO\�WR�UDLVH�DYHUDJH�SULFHV�LQ�WKH�PDMRULW\�RI�SHULRGV�DQG�UHGXFH�SULFHV�RQO\�GXULQJ�WKRVH�
UHODWLYHO\�UDUH�SHULRGV�ZKHQ�WKH�VXSSOLHU�LV�SLYRWDO����,Q�DGGLWLRQ�WR�RXU�JHQHUDO�FRQFHUQV�DERXW�$03�

                                                
1 The AMP mechanism is a unique tool in the portfolio of economic regulation whose potential to produce 
unintended consequences is not well understood.  For example, the AMP mechanism provides incentives to make 
offer curves more ‘flat’ because firms benefit from raising the offer price of infra-marginal units that they are 
confident will be accepted in the market.  Without AMP, firms are largely indifferent to the offer price of a unit, 
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PHFKDQLVPV�� WKHUH� DUH� VHYHUDO� DVSHFWV� WKDW� PDNH� LW� SDUWLFXODUO\� LQDSSURSULDWH� IRU� WKH� &DOLIRUQLD�
PDUNHW���)RU�H[DPSOH��WKHUH�LV�QR�ORJLFDO�EDVLV�IRU�DSSO\LQJ�$03�PHFKDQLVPV�WR�LPSRUW�SRUWIROLRV�
RU�WR�HQHUJ\�OLPLWHG�UHVRXUFHV��ERWK�RI�ZKLFK�SOD\�DQ�LPSRUWDQW�UROH�LQ�WKH�&DOLIRUQLD�PDUNHW��

� )RU�DOO�RI�WKHVH�UHDVRQV��ZH�GR�QRW�EHOLHYH�D�V\VWHP�ZLGH�$03�PHFKDQLVP�LV�DQ�DSSURSULDWH�
WRRO� IRU�PLWLJDWLQJ�V\VWHP�ZLGH�PDUNHW�SRZHU� LQ�&DOLIRUQLD�� � ,QVWHDG��ZH�DGYRFDWH�D�SURFXUHPHQW�
SROLF\�IRU�/6(V�WKDW�IRFXVHV�RQ�OLPLWLQJ�WKHLU�H[SRVXUH�WR�WKH�VSRW�PDUNHW�SULFHV�WKURXJK�IRUZDUG�
SXUFKDVHV� DQG�KHGJHV� DJDLQVW� VSRW�SULFHV� DW� ORFDWLRQV�ZKHUH� WKHVH�/6(V�DFWXDOO\�ZLWKGUDZ�HQHUJ\�
IURP�WKH� WUDQVPLVVLRQ�QHWZRUN�� �7KLV� LV�D� ORZHU�FRVW�DOWHUQDWLYH�IRU�OLPLWLQJ�WKH�H[SRVXUH�RI�ILQDO�
FRQVXPHUV� WR� WKH� H[HUFLVH� RI� V\VWHP�ZLGH� XQLODWHUDO� PDUNHW� SRZHU�� � 8QGHU� WKLV� PHFKDQLVP� DOO�
VXSSOLHUV� KDYH� D� FRPPRQ� LQWHUHVW� LQ� ORZHULQJ�� UDWKHU� WKDQ� UDLVLQJ�� WKH� VSRW�SULFH�RI� HOHFWULFLW\� DW�
ORFDWLRQV� ZKHUH� WKH\� KDYH� IRUZDUG� PDUNHW� REOLJDWLRQV� RU� RSWLRQV� WR� PDNH� GLIIHUHQFH� SD\PHQWV�
EDVHG�RQ� WKH�VSRW�SULFH�RI�HOHFWULFLW\�DW� WKDW� ORFDWLRQ�� �2QO\� LI�D� VXSSOLHU�KDV�FRYHUHG� LWV� IRUZDUG�
PDUNHW�SRVLWLRQ�GRHV�LW�KDYH�DQ�LQFHQWLYH�WR�UDLVH�WKH�VSRW�SULFH�RI�HOHFWULFLW\�DW�WKDW�ORFDWLRQ��DQG�
WKDW�LQFHQWLYH�LV�ZHDNHQHG�DV�WKH�IRUZDUG�FRQWUDFW�FRYHUDJH�RI�LWV�H[SHFWHG�RXWSXW�LQFUHDVHV���

� /RFDO�$03���:H�DOVR�GR�QRW�IDYRU�DQ�$03�PHFKDQLVP�IRU�ORFDO�PDUNHW�SRZHU�PLWLJDWLRQ��
HYHQ� LI� WKH�FRQGXFW� WKUHVKROGV�DUH�VHW� WLJKWHU��6XSSOLHUV�DUH� W\SLFDOO\�EHWWHU�DEOH� WR� IRUHFDVW�ZKHQ�
WKH\�SRVVHVV�VXEVWDQWLDO� ORFDO�PDUNHW�SRZHU�UHODWLYH� WR�ZKHQ�WKH\�SRVVHVV�VXEVWDQWLDO�V\VWHP�ZLGH�
PDUNHW� SRZHU�� � 0RUHRYHU�� IRU� PRVW� VXSSOLHUV�� WKH� V\VWHP� FRQGLWLRQV� ZKHQ� WKH\� SRVVHVVHV�
VXEVWDQWLDO�ORFDO�PDUNHW�SRZHU�DUH�OLNHO\�WR�DULVH�IDU�PRUH�IUHTXHQWO\�WKDQ�WKH�FRQGLWLRQV�ZKHQ�WKHVH�
VXSSOLHUV�SRVVHVV�VXEVWDQWLDO�V\VWHP�ZLGH�PDUNHW�SRZHU���7KLV�ORJLF�LV�FRQVLVWHQW�ZLWK�VHWWLQJ�ORZHU�
FRQGXFW� WKUHVKROGV� IRU� DQ�$03�PHFKDQLVP�GHVLJQHG� WR�PLWLJDWH� ORFDO�PDUNHW�SRZHU�� �+RZHYHU��
VXSSOLHUV� DUH� VWLOO� DEOH� WR� H[HUFLVH� D� VLJQLILFDQW� DPRXQW�RI� ORFDO�PDUNHW�SRZHU�ZLWKRXW�PLWLJDWLRQ��
XQOHVV� WKHVH� WKUHVKROGV� DUH� VHW� H[WUHPHO\� ORZ�� � (YHQ� WKH� ����0:K� RU� ��� SHUFHQW� RI� WKH� XQLW·V�
GHIDXOW� HQHUJ\� ELG� FRQWHPSODWHG� LQ� WKH� &$,62·V� SURSRVHG� /030� PHFKDQLVP� JLYHV� VXSSOLHUV�
FRQVLGHUDEOH�GLVFUHWLRQ�WR�H[HUFLVH�ORFDO�PDUNHW�SRZHU����*LYHQ�WKH�VXEVWDQWLDO�QXPEHU�RI�KRXUV�RI�
WKH�\HDU�WKDW�PDQ\�XQLWV�DUH�OLNHO\�WR�EH�VXEMHFW�WR�PLWLJDWLRQ��WKLV�FRXOG�LPSO\�D�XQLW�ZLOO�EH�DEOH�WR�
UDLVH�WKH�DYHUDJH�SULFH�LW�UHFHLYHV�E\�WKH�PLQLPXP�RI�����0:K�RU����SHUFHQW�RI�LWV�GHIDXOW�HQHUJ\�
ELG�� ZLWKRXW� WULJJHULQJ� PLWLJDWLRQ�� � 7KH� $03� PHFKDQLVP� RQFH� DJDLQ� HIIHFWLYHO\� VDQFWLRQV� WKH�
H[HUFLVH� RI� ORFDO� PDUNHW� SRZHU� ZLWKLQ� WKHVH� WROHUDQFH� OHYHOV� ZLWK� QR� FRUUHVSRQGLQJ� PDUNHW�
HIILFLHQF\�EHQHILW�WR�DOORZLQJ�WKLV�H[HUFLVH�RI�ORFDO�PDUNHW�SRZHU��

� 2QH� SRVLWLYH� IHDWXUH� RI� WKH�&$,62·V�SURSRVHG�$03�PHFKDQLVP� IRU� ORFDO�PDUNHW�SRZHU�
PLWLJDWLRQ� LV� WKDW� WKH�GHIDXOW� HQHUJ\�ELGV� DUH� FRVW�EDVHG� DV�RSSRVHG� WR�ELG�EDVHG�� �+RZHYHU�� WKH�
,62�VWLOO�HQYLVLRQV�DOORZLQJ�D����SHUFHQW�DGGHU� WR� LWV�EHVW�HVWLPDWH�RI�WKH�LQFUHPHQWDO�FRVW�RI�WKH�
JHQHUDWLRQ� XQLW� LQ� FRPSXWLQJ� WKH�XQLW·V� GHIDXOW� HQHUJ\�ELG�� � �$W� FXUUHQW�QDWXUDO� JDV�SULFHV� LQ� WKH�
UDQJH�RI����00%78�WR����00%78�� WKLV�FDQ�DGG�DV�PRUH� WKDQ����0:K�WR� WKH�GHIDXOW�HQHUJ\�
ELG� RI� D� ������� %78�NZK� KHDW� UDWH� JHQHUDWLRQ� XQLW�� ZKLFK� LV� FORVH� WR� WKH� DYHUDJH� KHDW� UDWH� RI�
JHQHUDWLRQ� XQLWV� LQ� WKH� &DOLIRUQLD� ,62� FRQWURO� DUHD�� � � &RPELQLQJ� WKLV�ZLWK� D� ����0:K�/030�
PHFKDQLVP� FRQGXFW� WKUHVKROG� DOORZV� D� VXSSOLHU� ZLWK� ORFDO� PDUNHW� SRZHU� WR� ELG� PRUH� WKDQ�
����0:K�DERYH� WKH�&$,62·V�EHVW� JXHVV�RI� WKH�XQLW·V� LQFUHPHQWDO�FRVW�ZLWKRXW�EHLQJ�VXEMHFW� WR�
PLWLJDWLRQ��ZKLFK� FDQ� DOORZ� D� VXEVWDQWLDO� DPRXQW� RI� ORFDO�PDUNHW� SRZHU� WR� EH� H[HUFLVHG�ZLWKRXW�
WULJJHULQJ�PLWLJDWLRQ��

                                                                                                                                                       
conditional on the fact that it is accepted.  With AMP, a higher offer price for an accepted unit raises its reference 
price and allows more flexibility for bidding that unit in other hours. 
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� 7KLV� ��� SHUFHQW� DGGHU� FDQ� DOVR� GLVWRUW� HQHUJ\� DQG� DQFLOODU\� VHUYLFHV� SULFHV� DQG� XQLW�OHYHO�
GLVSDWFK� GHFLVLRQV� DQG� DQFLOODU\� VHUYLFHV� FRPPLWPHQW� GHFLVLRQV� WKURXJKRXW� WKH� &$,62� FRQWURO�
DUHD�� �(YHQ� LI�DOO�RWKHU�VXSSOLHUV� LQ� WKH�&$,62�FRQWURO�DUHD�DUH�ELGGLQJ� WKHLU� LQFUHPHQWDO�FRVW�WR�
SURYLGH� HQHUJ\�� WKH�XVH�RI� D� ���SHUFHQW� DGGHU� IRU�XQLWV�ZLWK� ORFDO�PDUNHW�SRZHU�ZRXOG�FDXVH�DQ�
LQHIILFLHQW�GLVSDWFK�EHFDXVH�PLQLPXP�LQFUHPHQWDO�FRVWV��IURP�FRPSHWLWLYH�VXSSOLHUV��DUH�FRPELQHG�
ZLWK�HVWLPDWHG�LQFUHPHQWDO�FRVWV�SOXV�D����SHUFHQW�DGGHU��IURP�PLWLJDWHG�VXSSOLHUV��LQ�WKH�PDUNHW�
FOHDULQJ�SURFHVV���)RU�H[DPSOH��WKLV����SHUFHQW�DGGHU�FRXOG�FDXVH�FRQJHVWLRQ�LQWR�D�ORFDO�DUHD�WKDW�
ZRXOG�QRW�RFFXU�LI�WKH�XQLW�KDG�WR�VXEPLW�D�ELG�HTXDO�WR�LWV�PLQLPXP�LQFUHPHQWDO�FRVW�RI�VXSSO\LQJ�
HQHUJ\��EHFDXVH�OHVV�HQHUJ\�LV�WDNHQ�IURP�WKH�XQLW�DW�WKLV�KLJKHU�ELG�SULFH��

� $�VXSHULRU�VWUDWHJ\�IRU�WKH�&$,62�WR�IROORZ�LQ�WKH�VHWWLQJ�WKH�GHIDXOW�HQHUJ\�ELG�IRU�D�XQLW�
VXEMHFW� WR�/030� LV� WR�GHWHUPLQH�ZKDW� LW� EHOLHYHV� LV� WKH�PLQLPXP�LQFUHPHQWDO�FRVW�RI�VXSSO\LQJ�
HQHUJ\�IURP�WKDW�XQLW�DVVXPLQJ�SUXGHQW�SURFXUHPHQW�RI�WKH�QHFHVVDU\�LQSXWV�DQG�RSHUDWLRQ�RI�WKH�
JHQHUDWLRQ�XQLW���5DWKHU�WKDQ�EDVH�WKLV�FRVW�HVWLPDWH�RQ�WKH�DFWXDO�LQFXUUHG�FRVWV�RI�WKH�XQLW�RZQHU��
WKH�&$,62�VKRXOG�XVH�SXEOLFO\�DYDLODEOH�LQGH[HV�RI�SULFHV�WKDW�VXSSOLHUV�FDQQRW�PRYH�WKURXJK�WKHLU�
XQLODWHUDO�DFWLRQV�� �)RU�H[DPSOH��IRU�QDWXUDO�JDV�ILUHG�IDFLOLWLHV�WKH�&$,62�FRXOG�XVH�KHDW�UDWHV�IRU�
HDFK�XQLW�EDVHG�RQ�FRPSDUDEOH�XQLWV�IURP�WKH�&$,62�FRQWURO�DUHD�DQG�RWKHU�QHLJKERULQJ�FRQWURO�
DUHDV���)RU�WKH�SULFH�RI�QDWXUDO�JDV��WKH�VSRW�SULFH�DW�+HQU\�+XE�SOXV�WKH�DSSURSULDWH�WUDQVSRUWDWLRQ�
FKDUJH�WR�WKH�XQLW·V�ORFDWLRQ�VKRXOG�EH�XVHG���)LQDOO\��ILJXUHV�RQ�YDULDEOH�RSHUDWLQJ�DQG�PDLQWHQDQFH�
FRVWV�FRXOG�EH�WDNHQ�IURP�FRPSDUDEOH�XQLWV�ORFDWHG�LQ�DQG�RXWVLGH�RI�&DOLIRUQLD��

� 7KLV� SURFHVV� FRXOG� EH� IROORZHG� WR� FRPSXWH� WKH�&$,62·V� EHVW� HVWLPDWH� RI� WKH�PLQLPXP�
LQFUHPHQWDO� FRVW� RI� VXSSO\LQJ� HOHFWULFLW\� IRU� HDFK� XQLW� LQ� WKH� FRQWURO� DUHD�� � 7KLV� XQLW�VSHFLILF�
PLQLPXP� LQFUHPHQWDO� FRVW� HVWLPDWH� VKRXOG�EH�XVHG� DV� WKH�GHIDXOW� HQHUJ\�ELG� IRU� WKDW� JHQHUDWLRQ�
XQLW�LQ�RUGHU�WR�DYRLG�GLVWRUWLQJ�GLVSDWFK�GHFLVLRQV�DQG�WKH�DQFLOODU\�VHUYLFHV�SURFXUHPHQW�SURFHVV���
7R�WKH�H[WHQW�WKDW�PDUNHW�SDUWLFLSDQWV�IHHO�WKDW�WKHVH�GHIDXOW�HQHUJ\�ELGV�DUH�OHDGLQJ�WR�SULFHV�WKDW�
DUH�QRW�VXIILFLHQWO\�UHPXQHUDWLYH�WR�WKHLU�JHQHUDWLRQ�XQLW�RQ�DQ�DQQXDO�EDVLV��WKHVH�VXSSOLHUV�VKRXOG�
PDNH�ILOLQJV�ZLWK� WKH�)(5&�WR�UHFHLYH� IXOO�FRVW� UHFRYHU\�� �5DWKHU� WKDQ�GLVWRUW� ORFDWLRQDO�PDUJLQDO�
SULFHV� E\�XVLQJ� HVWLPDWHV�RI� WKH�PLQLPXP� LQFUHPHQWDO� FRVW�RI�SURYLGLQJ� HQHUJ\� WKDW� WKH�&$,62�
NQRZV�DUH�WRR�KLJK�DV�GHIDXOW�HQHUJ\�ELGV��WKH�,62�VKRXOG�XVH�LWV�EHVW�HVWLPDWH�RI�WKHVH�PDJQLWXGHV�
DQG�PDNH�XS�DQ\�DQQXDO�UHYHQXH�VKRUWIDOOV�WKURXJK�DQQXDO�IL[HG�SD\PHQWV�WKDW�FDQ�EH�FRVW�MXVWLILHG����

� %DVLQJ� D� VXSSOLHU·V� GHIDXOW� HQHUJ\� ELG� RQ� PDJQLWXGHV� WKDW� DUH� RXWVLGH� RI� LWV� FRQWURO�� \HW�
UHIOHFW� WKH�,62·V�EHVW�HVWLPDWH�RI� WKH�XQLW·V�PLQLPXP�LQFUHPHQWDO�FRVW��KDV�WKH�DGGLWLRQDO�EHQHILW�
WKDW� LW�SURYLGHV�VWURQJ�LQFHQWLYHV�IRU�WKH�VXSSOLHU�WR�PLQLPL]H�WKH�DFWXDO�FRVWV�RI�SURYLGLQJ�HQHUJ\�
IURP� LWV� XQLWV� DW� DOO� WLPHV�� � ,I� WKH� VXSSOLHU� UHGXFHV� LWV� FRVWV� EHORZ� WKH� GHIDXOW� ELG�� LW� NHHSV� WKH�
GLIIHUHQFH���7KLV� LV�DQ�DSSOLFDWLRQ�RI�WKH�VDPH�HFRQRPLF�SULQFLSOH�XQGHUO\LQJ�SULFH�FDS�UHJXODWLRQ��
ZKHUH� WKH�PD[LPXP�SULFH�D� UHJXODWHG�HQWLW\�FDQ�FKDUJH�GHSHQGV�RQ�IDFWRUV�RXWVLGH�RI�LWV�FRQWURO�
DFFRUGLQJ� WR� D� IRUPXOD� WKDW� WKH� UHJXODWRU� LV� FRQILGHQW� ZLOO� \LHOG� D� SULFH� WKDW� SURYLGHV� VXIILFLHQW�
UHYHQXHV�WR�UHFRYHU�DW�OHDVW�WKH�ILUP·V�PLQLPXP�FRVW�RI�SURGXFLQJ�LWV�RXWSXW��

� 2QH� RI� WKH� OHVVRQV� IURP� WKH� SHULRG� -XQH� ����� WR� -XQH� ����� LQ� WKH�&DOLIRUQLD� HOHFWULFLW\�
PDUNHW�LV�WKDW�EDVLQJ�WKH�SD\PHQW�D�VXSSOLHU�UHFHLYHV�RQ�WKH�DFWXDO�FRVWV�WKDW�LW�LQFXUV�FUHDWHV�VWURQJ�
LQFHQWLYHV� IRU� WKHVH� FRVWV� WR�EH� LQIODWHG�� �)(5&·V� VRIW�SULFH�FDS��ZKLFK�DOORZHG�VXSSOLHUV�DEOH� WR�
FRVW�MXVWLI\�ELGV� DERYH� WKH� VRIW�SULFH� FDS� WR�EH�SDLG� DV�ELG�� UDSLGO\� DPRXQWHG� WR�QR�SULFH�FDS�DV�
UHSRUWHG� QDWXUDO� JDV� SULFHV� DQG� RWKHU� LQSXW� SULFHV� URVH� GUDPDWLFDOO\�� � � 6XEVHTXHQW� )(5&�
LQYHVWLJDWLRQV�GHPRQVWUDWHG�WKDW�D�VLJQLILFDQW�IUDFWLRQ�RI�WKH�QDWXUDO�JDV�SULFHV�UHSRUWHG�GXULQJ�WKLV�
WLPH�SHULRG�ZHUH�GUDVWLFDOO\� LQIODWHG�� � ,Q� IDFW�� WKH� UHSRUWHG� VSRW�SULFH�RI�QDWXUDO�JDV� LQ�&DOLIRUQLD�
SHUVLVWHQWO\�H[FHHGHG�WKH�UHSRUWHG�SULFH�DW�+HQU\�+XE�E\�DQ�DYHUDJH�SULFH�RI����00%78�RYHU�WKH�
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WLPH�SHULRG�FRYHUHG�E\�WKH�)(5&�VRIW�SULFH�FDS���)RU�FRPSDULVRQ��WKH�DYHUDJH�GLIIHUHQFH�EHWZHHQ�
&DOLIRUQLD� DQG� +HQU\� +XE� SULFHV� ZDV� OHVV� WKDQ� ������00%78� RYHU� WKH� ILUVW� ���� \HDUV� RI� WKH�
&DOLIRUQLD�HOHFWULFLW\�PDUNHW���,I�WKH�VRIW�FDS�SROLF\�IRU�MXVWLI\LQJ�ELGV�LQWR�WKH�&DOLIRUQLD�HOHFWULFLW\�
PDUNHW� KDG� EHHQ� EDVHG� RQ� WKH�+HQU\�+XE� SULFH� RI� QDWXUDO� JDV� SOXV� WKH�SULFH�RI� WUDQVSRUWDWLRQ��
LQVWHDG� RI� UHSRUWHG� QDWXUDO� JDV� SULFHV� LQ� &DOLIRUQLD�� VXSSOLHUV� ZRXOG� KDYH� KDG� D� IDU� KDUGHU� WLPH�
UDLVLQJ�HOHFWULFLW\�SULFHV�GXULQJ�WKH�SHULRG�FRYHUHG�E\�WKH�VRIW�SULFH�FDS��

����6WUDWHJ\�IRU�0DUNHW�3RZHU�0LWLJDWLRQ�8QGHU�0578�'HVLJQ�

� 2XU�SUHIHUUHG� VWUDWHJ\� IRU� V\VWHP�ZLGH�PDUNHW�SRZHU�PLWLJDWLRQ�KDV� WZR�PDMRU�HOHPHQWV���
)LUVW��XVH�)(5&·V�PDUNHW�EDVHG�SULFH�DXWKRULW\�WR�RUGHU�VWUXFWXUDO�UHPHGLHV�IRU�GRPLQDQW�VXSSOLHUV���
6HFRQG��IRUZDUG�PDUNHW�KHGJLQJ�E\�/6(V�LV�WKH�SULPDU\�PHFKDQLVP�WR�OLPLW�WKH�SRWHQWLDO�KDUP�WR�
FRQVXPHUV� IURP� WKH� H[HUFLVH�RI� V\VWHP�ZLGH�PDUNHW�SRZHU� LQ�&DOLIRUQLD·V� VKRUW�WHUP�HQHUJ\�DQG�
DQFLOODU\�VHUYLFHV�PDUNHWV�� � ,I�/6(V�KROG�SRUWIROLR�RI�VZDSV��FDSV��DQG�RWKHU�ILQDQFLDO� LQVWUXPHQWV�
WKDW� FOHDU� DJDLQVW�SULFHV� DW� ORFDWLRQV�ZKHUH� WKH�/6(V� DFWXDOO\�ZLWKGUDZ�SRZHU� IURP� WKH�QHWZRUN��
FRQVXPHUV� ZLOO� EH� SURWHFWHG� DJDLQVW� WKH� H[HUFLVH� RI� XQLODWHUDO� PDUNHW� SRZHU� LQ� WKH� VKRUW�WHUP�
PDUNHWV�WKURXJK�WZR�PHFKDQLVPV���)LUVW��VXSSOLHUV�KDYH�OLWWOH�LQFHQWLYH�WR�UDLVH�VSRW�SULFHV�DW�WKHVH�
ORFDWLRQV�XQWLO�WKH\�FRYHU�WKHLU�IRUZDUG�SRVLWLRQ���6HFRQG��LI�VXSSOLHUV�DUH�VXFFHVVIXO�DW�UDLVLQJ�SULFHV�
DW� WKHVH� ORFDWLRQV�� FRQVXPHUV� DUH� XQOLNHO\� WR� H[SHULHQFH� VLJQLILFDQW� KDUP�EHFDXVH� WKH\� KDYH�YHU\�
OLWWOH�H[SRVXUH�WR�WKH�VSRW�SULFH�DQG�VXSSOLHUV�DUH�OLNHO\�WR�EH�DEOH�UDLVH�WKHVH�SULFHV�RQO\�IRU�D�VKRUW�
SHULRG�RI�WLPH�EHFDXVH�RI�WKH�KHGJLQJ�E\�/6(V���$V�ZH�KDYH�HPSKDVL]HG�LQ�D�QXPEHU�RI�SUHYLRXV�
RSLQLRQV�� VXIILFLHQW� IL[HG�SULFH� ILQDQFLDO�FRQWUDFWLQJ�EHWZHHQ�/6(V�DQG�VXSSOLHUV�WKDW�FOHDU�DJDLQVW�
SULFHV� DW� ORFDWLRQV� LQ� WKH�QHWZRUN�ZKHUH� WKH�/6(V�ZLWKGUDZ�SRZHU�RU� ORFDWLRQV�ZKHUH� WKH�/6(V�
KDYH� LWV�&55V�VRXUFHG��JXDUDQWHHV� WKHUH�ZLOO�EH�DGHTXDWH�JHQHUDWLRQ�UHVRXUFHV� WR�PHHW� WKH�/6(·V�
HQHUJ\�DQG�DQFLOODU\�VHUYLFHV�UHTXLUHPHQWV���7KLV�FRQWUDFW�DGHTXDF\�DSSURDFK��ZKHUH�/6(V�EX\�WKH�
QHFHVVDU\� IL[HG�SULFH�� IRUZDUG� ILQDQFLDO� LQVWUXPHQWV� WR� KHGJH� WKHLU� VSRW� SULFH� ULVN�� OLPLWV� WKH�
LQFHQWLYHV�IRU�WKH�VXSSOLHUV��WKDW�VROG�WKHVH�FRQWUDFWV��WR�H[HUFLVH�PDUNHW�SRZHU�LQ�WKH�VSRW�PDUNHW���
7KLV�FRQWUDFW�DGHTXDF\�DSSURDFK�DOVR�SURYLGHV�YHU\�VWURQJ�LQFHQWLYHV�IRU�VXSSOLHUV�WR�PLQLPL]H�WKH�
FRVWV�RI�PHHWLQJ�WKHVH�IRUZDUG�HQHUJ\�REOLJDWLRQV��EHFDXVH�DQ\�GLIIHUHQFH�EHWZHHQ�WKH�VSRW�SULFH�DW�
D�ORFDWLRQ�ZKHUH�D�FRQWUDFW�FOHDUV�DQG�FRQWUDFW�SULFH�LV�SDLG�WR�WKH�VHOOHU�RI�WKH�IRUZDUG�FRQWUDFW��

� )RU� ORFDO� PDUNHW� SRZHU� PLWLJDWLRQ� ZH� FRQWLQXH� WR� VXSSRUW� WKH� SURVSHFWLYH� DSSURDFK�
UHFRPPHQGHG�LQ�RXU�RSLQLRQ�RQ�WKH�QHFHVVLW\�RI�D�/030�PHFKDQLVP����7KH�&$,62�VKRXOG�IROORZ�
WKH�WKUHH�VWHS�SURFHVV�IRU�GHVLJQLQJ�D�/030�PHFKDQLVP�RXWOLQHG�LQ�WKDW�RSLQLRQ���7KH�ILUVW�VWHS�LV�
GHILQLQJ� D� VHW� RI� V\VWHP� FRQGLWLRQV� ZKHQ� DQ� LQGLYLGXDO�PDUNHW� SDUWLFLSDQW� LV� GHHPHG� WR� SRVVHVV�
VXIILFLHQW� ORFDO�PDUNHW� SRZHU� WR�EH�ZRUWK\�RI�PLWLJDWLRQ�� �$V� VWDWHG� LQ�RXU�SUHYLRXV�RSLQLRQ�� DOO�
VXSSOLHUV� VKRXOG� EH� VXEMHFW� WR� WKLV� SURVSHFWLYH� /030�PHFKDQLVP��PHDQLQJ� WKDW� LI� WKHVH� V\VWHP�
FRQGLWLRQV� DUH� PHW� IRU� D� VXSSOLHU�� WKH� ELGV� IRU� FHUWDLQ� JHQHUDWLRQ� XQLWV� RU� D� FHUWDLQ� DPRXQW� RI�
JHQHUDWLRQ� FDSDFLW\� IURP� D� FROOHFWLRQ� RI� XQLWV� RZQHG� E\� WKDW� VXSSOLHU� VKRXOG� EH� VXEMHFW� WR�
PLWLJDWLRQ�� � � ,Q�RXU�SULRU�RSLQLRQ��ZH� VXJJHVWHG� HLWKHU�GHILQLQJ� FHUWDLQ� WUDQVPLVVLRQ� LQWHUIDFHV�DV�
QRQ�FRPSHWLWLYH�RU�LGHQWLI\LQJ�VXSSOLHUV�ZKR�DUH�SLYRWDO�IRU�ORFDO�HQHUJ\�QHHGV��

� 7KH�QH[W�VWHS�LV�GHWHUPLQLQJ�KRZ�VXSSOLHUV�WKDW�DUH�PLWLJDWHG�ZLOO�EH�SDLG���7KH�PDMRU�JRDO�
LV�WR�UHSOLFDWH�DV�FORVHO\�DV�SRVVLEOH�FRPSHWLWLYH�ELGGLQJ�EHKDYLRU�IRU�PLWLJDWHG�XQLWV���$Q\�DGGLWLRQDO�
SD\PHQWV�WR�RZQHUV�RI�PLWLJDWHG�XQLWV�WKDW�DUH�QHFHVVDU\�WR�PHHW�WKHLU�DQQXDO�UHYHQXH�UHTXLUHPHQWV�
VKRXOG� QRW� GLVWRUW� ORFDWLRQDO� PDUJLQDO� SULFHV�� � 7KH� ILQDO� VWHS� LV� WR� FRPSXWH� WKH� PDUNHW� SULFHV�

                                                
2 “Opinion on the Necessity of Effective Local Market Power Mitigation for a Workably Competitive Wholesale 
Market,” May 29, 2003. 
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VXSSOLHUV�UHFHLYH�RQFH�WKH\�KDYH�EHHQ�PLWLJDWHG���7KLV�RSLQLRQ�GLVFXVVHG�D�QXPEHU�RI�DSSURDFKHV�WR�
HDFK�RI�WKHVH�GHFLVLRQV��

� 2QH� DSSURDFK� FORVHO\� IROORZV� WKH� RQH� FXUUHQWO\� XVHG� LQ� WKH� 3-0�PDUNHW�� � 7KH� ,62� ILUVW�
GHHPV�VRPH�WUDQVPLVVLRQ�SDWKV�DV�FRPSHWLWLYH�DQG�RWKHUV�QRQ�FRPSHWLWLYH���%LGV�WDNHQ�WR�UHVROYH�
FRPSHWLWLYH�FRQVWUDLQWV�FDQQRW�EH�PLWLJDWHG��%LGV�WDNHQ�WR�UHVROYH�QRQ�FRPSHWLWLYH�FRQVWUDLQWV�DUH�
VXEMHFW� WR� PLWLJDWLRQ�� � &RPSHWLWLYH� FRQVWUDLQWV� DUH� W\SLFDOO\� WKRVH� ZKHUH� WKHUH� DUH� D� QXPEHU� RI�
LQGHSHQGHQW� VXSSOLHUV� DEOH� WR� FRPSHWH� IRU� WKH� WUDQVPLVVLRQ� FDSDFLW\� DYDLODEOH�� �1RQ�FRPSHWLWLYH�
FRQVWUDLQWV�DUH�WKRVH�ZKHUH�RQO\�D�VPDOO�QXPEHU�RI�LQGHSHQGHQW�VXSSOLHUV�DUH�DEOH�WR�FRPSHWH�IRU�
WKH� WUDQVPLVVLRQ�FDSDFLW\���)RU�H[DPSOH�� LQ�WKH�&DOLIRUQLD�PDUNHW��RQH�FRXOG�LPDJLQH�VWDUWLQJ�ZLWK�
WKH�RULJLQDO�]RQDO�LQWHUIDFHV��DV�ZHOO�DV�DOO�LQWHUWLHV�LQWR�WKH�&$,62�FRQWURO�DUHD�DV�WKH�FRPSHWLWLYH�
FRQVWUDLQWV�� � $OO� FRQVWUDLQWV� LQVLGH� WKH� WKUHH� RULJLQDO� FRQJHVWLRQ� ]RQHV� ZRXOG� EH� GHHPHG� QRQ�
FRPSHWLWLYH� DQG� ELGV� WDNHQ� WR� UHVROYH� WKHVH� FRQVWUDLQWV�ZRXOG� EH� VXEMHFW� WR� ORFDO�PDUNHW� SRZHU�
PLWLJDWLRQ��

� )RU�WKRVH�ELGV�VXEMHFW�WR�WKH�/030�PHFKDQLVP��WKH�&$,62�ZRXOG�XVH�D�GHIDXOW�HQHUJ\�ELG�
WKDW� LV� WKH�,62·V�EHVW�HVWLPDWH�RI�WKH�PLQLPXP�LQFUHPHQWDO�FRVW�RI�VXSSO\LQJ�HQHUJ\�IRU�WKDW�GD\�
IRU�WKDW�JHQHUDWLRQ�XQLW��FRPSXWHG�DV�GHVFULEHG�LQ�WKH�SUHYLRXV�VHFWLRQ���7KLV�DSSURDFK�PLQLPL]HV�
WKH� GLVWRUWLRQV� WR� WKH� GD\�DKHDG� DQG� UHDO�WLPH� PDUNHW� RXWFRPHV� WKDW� UHVXOW� IURP� WKH� XVH� RI� D�
PLWLJDWHG�ELG�LQ�WKH�SODFH�RI�D�VXSSOLHU·V�DFWXDO�PLQLPXP�LQFUHPHQWDO�FRVW��ZKLFK�LV�WKH�RSWLPDO�ELG�
RI� D� VXSSOLHU� IDFLQJ� VLJQLILFDQW� FRPSHWLWLRQ� IURP� D� QXPEHU� RI� LQGHSHQGHQW� VXSSOLHUV�� � )RU� WKLV�
UHDVRQ��LI�D�XQLW�ZHUH�VXEMHFW�WR�PLWLJDWLRQ�EHFDXVH�VRPH�RI�LWV�FDSDFLW\�LV�QHHGHG�WR�UHVROYH�D�QRQ�
FRPSHWLWLYH�FRQVWUDLQW��WKHQ�LW�ZRXOG�KDYH�LWV�HQWLUH�ELG�FXUYH�UHSODFHG�E\�WKLV�GHIDXOW�HQHUJ\�ELG����

� )ROORZLQJ�WKH�GHWHUPLQDWLRQ�RI�ZKLFK�XQLWV�DUH�VXEMHFW�WR�PLWLJDWLRQ�DQG�WKH�UHSODFHPHQW�RI�
WKRVH�ELGV�ZLWK�GHIDXOW�HQHUJ\�ELGV��WKH�GD\�DKHDG�PDUNHW�ZRXOG�EH�XVHG�WR�VHW�SULFHV�DQG�VFKHGXOH�
JHQHUDWLRQ� XQLWV� XVLQJ� WKH� IXOO�QHWZRUN�PRGHO�RI� WKH�&$,62�FRQWURO� DUHD�� �7KHVH�PLWLJDWHG�ELGV�
ZRXOG� FDUU\RYHU� WR� WKH� UHDO�WLPH� PDUNHW�� � ,I� WKH� &$,62·V� SURFHVV� IRU� FRPSXWLQJ� PLQLPXP�
LQFUHPHQWDO�FRVWV� LV� UHODWLYHO\�DFFXUDWH�� WKH�GLVWRUWLRQV� WR�FRPSHWLWLYH�PDUNHW�RXWFRPHV�FDXVHG�E\�
WKLV�ORFDO�PDUNHW�SRZHU�PLWLJDWLRQ�PHFKDQLVP�VKRXOG�EH�PLQLPDO��

� $�ILQDO�LVVXH�WR�EH�DGGUHVVHG�LV�/030�IRU�DQFLOODU\�VHUYLFHV���7KH�&$,62�VKRXOG�IROORZ�WKH�
VDPH�WKUHH�VWHS�SURFHGXUH�IRU�DQFLOODU\�VHUYLFHV���6SHFLILFDOO\��DQFLOODU\�VHUYLFHV�ELGV�VKRXOG�QRW�EH�
PLWLJDWHG�DORQJ�FRPSHWLWLYH�WUDQVPLVVLRQ�FRQVWUDLQWV��EXW�DQFLOODU\�VHUYLFHV�SURFXUHPHQW�DORQJ�QRQ�
FRPSHWLWLYH� FRQVWUDLQWV� VKRXOG� EH� VXEMHFW� WR� PLWLJDWLRQ�� � %HFDXVH� WKHUH� LV� QR� YDULDEOH� FRVW� RI�
VXSSO\LQJ� DQFLOODU\� VHUYLFHV� DQG� WKH� RSSRUWXQLW\� FRVW� RI� VXSSO\LQJ� DQFLOODU\� VHUYLFHV� DUH� WKH� ORVW�
YDULDEOH�SURILWV�IURP�VXSSO\LQJ�HQHUJ\��QRQ�FRPSHWLWLYH�DQFLOODU\�VHUYLFHV�ELGV�VKRXOG�EH�WUHDWHG�DV�
SULFH�WDNHUV�� � 7KDW� LV� EHFDXVH� JHQHUDWLQJ� XQLWV� QHHGHG� WR� UHVROYH�QRQ�FRPSHWLWLYH� FRQVWUDLQWV� DUH�
W\SLFDOO\�SULFH�VHWWLQJ�XQLWV�ZLWKLQ�D�VPDOO�JHRJUDSKLF�UHJLRQ�DQG�WKHUHIRUH�KDYH�QR�RSSRUWXQLW\�FRVW�
RI�VXSSO\LQJ�HQHUJ\���7KLV�ORJLF�LPSOLHV�WKDW�DQFLOODU\�VHUYLFH�FDSDFLW\�WDNHQ�RQ�WKH�FRQJHVWHG�VLGH�RI�
D�QRQ�FRPSHWLWLYH�FRQVWUDLQW�VKRXOG�EH�SDLG�WKH�PDUNHW�FOHDULQJ�SULFH�IRU�WKDW�VHUYLFH�IRU�WKH�ODUJHVW�
XQ�FRQJHVWHG�JHRJUDSKLF�UHJLRQ�WKDW�WKH�XQLW�LV�FRQWDLQHG�ZLWKLQ��

� 2XU� UHFRPPHQGHG� WKUHH�VWHS� SURFHVV� IRU� ORFDO� PDUNHW� SRZHU� PLWLJDWLRQ� FDQ� EH�
LQFRUSRUDWHG�LQWR�WKH�&DOLIRUQLD�3XEOLF�8WLOLWLHV�&RPPLVVLRQ·V��&38&��UHVRXUFH�DGHTXDF\�SURFHVV���
)RU� H[DPSOH�� DV� D� SUH�FRQGLWLRQ� IRU� D� VLJQLQJ� D� IRUZDUG� FRQWUDFW� WR� VXSSO\� HQHUJ\� RU� DQFLOODU\�
VHUYLFHV� WR� &DOLIRUQLD� ORDG�� WKH� &38&� FRXOG� UHTXLUH� D� VXSSOLHU� WR� EH� VXEMHFW� WR� WKH� /030�
SURFHGXUH�IRU�ERWK�HQHUJ\�DQG�DQFLOODU\�VHUYLFHV��
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����&RQFOXGLQJ�&RPPHQWV�

� 7KH� FKDQJHV� WR� WKH� 58&� SURFHVV� RUGHUHG� E\� WKH� )(5&� LQ� LWV� GHFLVLRQV� RQ� WKH�0578�
PDNHV� LW� H[WUHPHO\� GLIILFXOW� WR� FRQWURO� HIIHFWLYHO\� ORFDO� PDUNHW� SRZHU� LQ� WKH� HQHUJ\�� DQFLOODU\�
VHUYLFHV��DQG�58&�PDUNHWV�XQGHU�WKH�&$,62·V�SURSRVHG�PDUNHW�SRZHU�PLWLJDWLRQ�PHFKDQLVP���)RU�
WKLV� UHDVRQ�� ZH� VWURQJO\� UHFRPPHQG� WKDW� WKH� ,62� FRQVLGHU� JUHDWHU� LQWHJUDWLRQ� RI� WKH� 58&�
FRQVWUDLQWV� LQWR�WKH�GD\�DKHDG�HQHUJ\�DQG�DQFLOODU\�VHUYLFHV�PDUNHW�E\�VSHFLI\LQJ�ORFDWLRQDO�UHVHUYH�
UHTXLUHPHQWV�DW�WKH�ORFDWLRQV�DQG�DW�WKH�OHYHOV�QHFHVVDU\�WR�RSHUDWH�WKH�V\VWHP�UHOLDEO\���7KLV�PDUNHW�
VKRXOG�WKHQ�EH�FRPELQHG�ZLWK�D�ORFDO�PDUNHW�SRZHU�PLWLJDWLRQ�PHFKDQLVP�WKDW�VDWLVILHV�WKH�FULWHULD�
SUHVHQWHG�LQ�RXU�SUHYLRXV�RSLQLRQ�RQ�/030��

� )RU�ERWK�V\VWHP�ZLGH�DQG�ORFDO�PDUNHW�SRZHU�PLWLJDWLRQ�ZH�GR�QRW�VXSSRUW�WKH�XVH�RI�DQ�
$03�PHFKDQLVP�� � ,Q� IDFW�� ZH� EHOLHYH� WKDW�$03�PHFKDQLVPV�PD\� LQ� IDFW� HQKDQFH� WKH� DELOLW\�RI�
VXSSOLHUV�WR�UDLVH�PDUNHW�SULFHV�DERYH�WKRVH�WKDW�ZRXOG�H[LVW� LQ�D�FRPSHWLWLYH�ZKROHVDOH�HOHFWULFLW\�
PDUNHW���:H�EHOLHYH�WKDW�D�SURSHUO\�GHVLJQHG�FRQWUDFW�DGHTXDF\�DSSURDFK�ZLOO�PRVW�HIIHFWLYHO\�OLPLW�
WKH� H[HUFLVH�RI� V\VWHP�ZLGH�PDUNHW�SRZHU� LQ� WKH� VKRUW�WHUP�HQHUJ\� DQG� DQFLOODU\� VHUYLFHV�PDUNHW�
DQG�D�/030�PHFKDQLVP�GHVLJQHG�DORQJ�WKH�OLQHV�UHFRPPHQGHG�LQ�RXU�SUHYLRXV�RSLQLRQ�ZLOO�EHVW�
DGGUHVV�ORFDO�PDUNHW�SRZHU�FRQFHUQV��


