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ChairwomarCostello, Vice Chairman Hollandnd Members of the Committee,

Thank you for your time today to discuss the issue of taxing electronic cigarettes and vapor

products. My name is Lindsey Stroud and | am a Policy Analyst with the Taxpayers Protection
Alliance (TPA). TPA isa nonprofit, nonpartisan organization dedicated to educating the public
WKURXJK WKH UHVHDUFK DQDO\VLV DQG GLVVHPLQDWLRQ RI
the economy.

As traditional tobacco revenues continue to decline, lawmakers across the country are
consdering applying the same excise taxes sin taxes+on electronic cigarettes and vapor
products. Ecigarettes are significantly less harmful than combustible cigarettes and have helped
many smokers quit smoking and remain smfyke. Lawmakers shouldfrain from enacting

excise taxes on such products, as excise taxes are used to deter behavior.

Tobacco Economics 101Alaska

In 2019, 17.4 percent of adults in the Last Frontier were current smokers, amounting to 95,971
smokers' Further, 12.1 percent éflaskan adult$66,739 were daily smokers in 2019. When
figuring a packperday, over 487 million cigarettes were smoked in 2019 by Alaskan adults, or
1.3 million per day.

In 2019, Alaskamposal a $.00excise tax on a pack of cigaretfds. 2019,Alaskacollected
$48.7million in cigarette excise taxes, when figuring for a paakay habit. This amounts to
$730per smoker per year.

Alaskaspent $9.1 million on tobacco control programs in 2019, or $94.82 per smoker per year.
This is only 18.4 percent of what the state received in excise taxes in 2018l&skaadult
smokers, based off a paelday habit. When figuring amount spent on yourt the stateAlaska
spent $10.56 per year on each resident under 18 years of age.

Vapor Economics 101Alaska

Electronic cigarettes and vapor products are not only a harm reduction tool for hundreds of
thousands of smokers in thast Frontieybut they arealso an economic boon.

According to the Vapor Technology Association, in 2ah8,industry created 196 direct vaping
related jobs, including manufacturing, retail, and wholesale jobs in Alaska, which generated $6
million in wages aloné Moreover the industry has created hundreds of secondary jobs in the
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Last Frontier, bringing the total economic impact in 2018 to $40,454,800. In the same yeatr,
Alaska received more than $1.7 million in state taxes attributable to the vaping industry. These
figuresdo not include sales in convenience stores, which sell vapor products including
disposables and prefilled cartridges. In 2016, average national sales of these products eclipsed
$11 million*

E-Cigarettes and Tobacco Harm Reduction

The evidence of harm sciated with combustible cigarettes has been understood since the 1964

86 6XUJHRQ *HQHUDOYV 5HSRUW WKDW VPRNLQJ FDXVHV FD
smoke created by the burning of tobacco, rather than the nicotine, produces the harmful

chenicals found in combustible cigarette$here are an estimated 600 ingredients in each
WREDFFR FLIDUHWWH DQG 3ZKHQ EXUQHG SAsaKdsil@f FUHDWH
these chemicals, cigarette smoking is directly linked to cardiovascular and respiratory diseases,
numerous typesf cancer, and increases in other health risks among the smoking population.

For decades, policymakers and public health officials looking to reduce smoking rates have
relied on strategies such as emphasizing the possibility of death related to tdmeaca

implementing tobacceelated restrictions and taxes to motivate smokers to quit using cigarettes.
However, there are much more effective ways to reduce tobacco use than relying on government
PDQGDWHYV DQG 3TXLW RU GLH” DSSHDOV

During the past 30ears, the tobacco harm reduction (THR) approach has successfully helped
millions of smokers transition to lesarmful alternatives. THRs include effective nicotine

delivery systems, such as smokeless tobacco, snus, electronic cigafeitjeseftes), ah

vaping. Ecigarettes and vaping devices have emerged as especially powerful THR tools, helping
nearly three million U.S. adults quit smoking from 2007 to 2015.

Indeed, an estimated 10.8 million American adults were using electronic cigarettes and vapor
products in 2018.0f the 10.8 million, only 15 percent, or 1.6 million adults, were never
smokers, indicating that@garettes are overwhelmingly used by current and/or former smokers.

E-cigarettes were first introduced in the United States in 2007ulggrk a Chinese

manufacturef.Soon after their introduction, Ruyan and other brands began to offer the first

generation ofeFLIDUHWWHY FDOOHG 2FLIJDOLNHYV ~ 7TKHVH GHYLFHYV
that simulates smoking traditional tobacco cigaetCigalikes are typically composed of three

parts: a cartridge that contains ahigeiid, with or without nicotine; an atomizer to heat the e

liquid to vapor; and a battery.

In later years, manufacturers added seegekeration tank systems tacigarette products,
followed by larger thiregeneration personal vaporizers, which vape users commonly call
3P R G'¥THese devices can either be closed or open systems.
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&0ORVHG V\VWHPV RIWHQ UHIHUUHG WR DV 3SRG V\VWHPV "~ F
discarded after consumption. Open systems contain a tank that users can refillouiih &oth

closed and open systems utilize the same three primary pardeddiucigalike$ a liquid, an

atomizer with a heating element, and a battegs well as other electronic parts. Unlike-cig

DOLNHV 3PRGV" DOORZ XVHUV WR PDQDJH IODYRULQJV DQG \
controlling the temperature that heats tHeyaid.

Mods also permit consumers to control nicotine levels. Current nicotine levelgjunds range
from zero to greater than 50 milligrams per milliliter (mMtMany users have reported reducing
their nicotine concentration levels after using vapirgices for a prolonged period, indicating
nicotine is not the only reason people choose to vape.

Health Effects of Electronic Cigarettes and Vapor Products

Despite recent media reportscigarettes are significantly less harmful than combustible
cigaretes. Public health statements on the harmsafa&rettes include:

Public Health England: In 2015, Public Health Englani@®HE), a leading health agency

LQ WKH 8QLWHG .LQJGRP DQG VLPLODRigargitées areKarounds |R X Q C
95% saferthav PRNLQJ " DQG WKDW WKHLU XVH 3FRXOG KHOS |
GLVHDVH GHDWK D Q &I/K20BatwW &gdncy eftetdde th ifiktinigs,
ILQGLQJ YDSLQJ WR EH 3DW OHDVW OHVV KDUPIXO WKI

As recent as February 2021, PHE\pded the latest update to their ongoing report on the

effects of vapor products in adults in the UK. The autfmurad that in the UK, e
FLIDUHWWHYV ZHUH WKH 3PRVW SRSXODU DLG XVHG E\ SH
positively associated withqW LQJ VPRNLQJ W XFFHVVIXOO\ ’

The Royal College of Physiciansin 2016, the Royal College of Physicians found the

use of eFLJDUHWWHY DQG YDSLQJ GHYLFHV 3XQOLNHO\ WR H
VPRNLQJ WRERBRIRCdlege dPhysicians (RCP) is another United Kingdom

based public health organization, and the same public group the United States relied on

IRU LWV 6XUJHRQ *HQHUDOYV UHSRUW RQ VPRNLQJ D

The National Academies of Sciences, Engineering, and Medicine:January 2018,
WKH DFDGHP\ QRWHG 3XVLiF1LU B XHWMHWV LN QHHNDWAK B QPH X O

A 2017 study iBMJ|V Sreviewed journallobacco Controexamined health outcomes using

5D VWUDWHJI\ RI VZLW FK L-Qidarette XD/UWHH W WH WR R N8I 8 WWR RD HFH O H L
FR QW U R OYgheradtbdis\tdncluded that replacindfe IDUHWWHYV 3IRU WREDFFR
would result in an estimated 6.6 million fewer deaths and more than 86 million fewggdife

ORVW ~



TAXPAYERS

PROTECTION

ALLIANCE

An October 2020 rgew in theCochrane Library Database of Systematic Reviemadyzedb0
completed studies which had been published up until January 2020 and rtepiegenl2,4000
participants.

7TKH DXWKRUV IRXQG W K-Beviaiy leHderde dibitediipipi@disiom thvaHquit

rates were higher in people randomized to nicotingdarettes] than in those randomized to
QLFRWLQH UHSODFHPHQW WKHBDID U HWW HD XW K RMWDIGRKXQEBWM K
IRXU VXFFHVVIXO TXL \tHakstaldofodnd higher quitiétes iDparticipants that had

used ecigarettes containing nicotine, compared to the participants that had not used nicotine.

Notably, theDXWKRUV IRXQG WKDW IRU 3HY Kidarettes ®dtBpSOH XVLQJ Q
smoking, D might successfully stop, compared with only six of 100 people using nicotine
replacement therapy or nicotifice e FLJDUHWWHYV -

The substitution of-eigarettes for combustible cigarettes could also save the state in health care
costs.

It is well known that Medicaid recipients smoke at rates of twice the average of privately insured
persons, according to the Centers for Diseas@@WWURO DQG 3UHYHQWLRQ- &'& , Q
UHODWHG GLVHDVHV FRVW OHGLFDLG SURJ®DPV DQ DYHUDJH

$ SROLF\ DQDO\VLYVY E\ 6WDWH %XGJHW 6ROXWLRQV H[DPL(
Medicaid spending. The author estieitMedicaid savings could have amounted to $48 billion

in 2012 if ecigarettes had been adopted in place of combustible tobacco cigarettes by all

Medicaid recipients who currently consume these prodficts.

A 2017 study by R Street Institute examined tharicial impact to Medicaid costs that would

occur should a large number of current Medicaid recipients switch from combustible cigarettes
toeFLJDUHWWHY RU YDSLQJ GHYLFHVY 7KH DXWKRU XVHG D VD
demographic groups permahQW O\~ VZLWFKLQJ ,Q WKLV DQDO\VLV WKH I
VDYLQJV 3ZLOO EH DSSUR[LPDWHO\ ELOOLRQ SHY SHUFH

Switching from combustible cigarettes to electronic cigarettes and vapor products will also

reduce smokingelated health issues and save persons and states MéaitHub estimated

WKH SWUXH FRVW RI VPRNLQJ  LQFOXGLIgdltiedFtdRVW RI D FLJDU
HISHQGLWXUHV L QFR P H 2O/maletHdlyedirQafdRhe/ tkuE tbsEfe gridoker in

Alaska to be $8,645persmoker petyear.

Between 1995 and 2019, amohlgskan adults, current smoking decreased by 30.7 percent.
Moreover, therare there are an estimated 42,470 fesmokeran 2019, compared to 1995, and
56,259 fewer daily smokers. Using WalletHub figures, this reduction repressntyg $2.5

billion in yearly savings.
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Taxes on ECigarettes Unlikely to Deter Youth Use

Many lawmakers have attempted to thwart youth use of electronic cigarettes and vapor products
by apply sin taxes to such products. Although addressing youth use is laudable, many youths in
Alaskaarenot regularly usinge-cigarettes. Further, data from ybwsurveys indicate that excise
WD[HV GRQYYW UHGXFH \RXWK XVH RI YDSRU SURGXFWYV

The most recent data on youth tobacco and vapor product use in Alaska comes from the 2019
Youth Risk Behavior Survesf.In 2019, 45.8 percent of Alaskan high school studegerted
evertrying ecigarettes, 26.1percent reported pastid® use, and 4.5 percent reported using
vapor products daily.

It is worthy to note that youth combustible cigarette use is at-d@imallow. In 2019, 27.5

percent of Alaska high school studg reported ever trying cigarettes, a 62 percent decrease
from 1995 when 72.1 percent of high school students had tried cigarettes. Furthersdaast 30

use of combustibles has decreased by 77 percent, from 36.5 percent in 1991, to 8.4 percent in
2019. Daly cigarette use has decreased by 95 percent, from 16 percent of high school students
that reported daily cigarette use in 1991 to 0.8 percent in 2019.

Further, there is no data to indicate that youth use of vapor products decreased after
implementing tags on ecigarettes and indeed, youth vaping has actually increased after other
states implemented vapor taxésbacco Harm Reduction 101 examined the effects of vapor
taxes in six states. From 2017 to 2019, curresigarette use among high school studen
increased in five stateseven with excise taxes imposed on such products.

Kansas Vapor Tax$0.05 per milliliter
.DQVDV Y garktRand vapor products went into effect July 1, 2017.

$FFRUGLQJ WR .DQVDVYV <5%66 L6@ercent of highSdhabFH QW D Q (
students reported ever and currewigarette product use, respectivély.

In 2019, evewse increased by 28.4 percent, to 48.6 percent of Kansas high school
students and currentagarette use increased by 51.8 percent, tpe22ent of high
school students using arcearette on at least one occasion in the 30 days prior.

Louisiana Vapor Tax:$0.05 per milliliter
/R XLV LD Q D figamtted arRdyapbr products went into effect August 1, 2015.

Accordingto/RXLVLDQDYV <5%66 LQ SHUFHQW DQG
students reported ever and currewigarette product use, respectivély.

In 2019, evetwse increased by 13.3 percent, to 52 percent of Louisiana high school
students and currentaggarette use increased by 46.7 percent, to 22.9 percent of high
school students using arcigarette at least one occasion in the 30 days prior.
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North Carolina Vapor Tax:$0.05 per milliliter
1RUWK &D U R O-tigarefieg antvipsr Qroducts warid effect July 1, 2015’

$FFRUGLQJ WR 1RUWK &DUROLQDYV <5%66 LQ SHI
school students reported ever and curretigarette product use, respectively. In 2017,

everuse decreased by 12 percent, to 44.1 percéworth Carolina high school students

and current €igarette use decreased by 33.9 percent, to 22.1 percent of high school

students using an@garette in the last 30 days.

In 2019, 52.4 percent of high school students reporting having ever usetiganette,

this is a 15.8 percent increase from 2017, and a 5.7 percent increase from 2015 rates.
Regarding current-eigarette use, in 2019, 35.5 percent of North Carolina high school
students reported using aftigarette on at least one occasion in the®gs prior, this is

a 37.7 percent increase from 2017 rates, and a 16.6 percent increase from 2015 rates.

Pennsylvania Vapor Tax40 percent of purchase price
SHQQV\OY DQ icyarstted/dndl vRr products went into effect October 1,2016.

$FFRUGLQJ WR 3HQQV\OYDQLDTV <5%66 LQ SHUFH
school students reported ever and currerigarette product use, respectively. In 2017,

everuse increased by 2.4 percent, to 41.8 percent of Pennsylvania high schodbkstuden

and current eigarette use decreased by 104 percent, to 11.3 percent of high school

students using anagarette in the last 30 days.

In 2019, 52.6 percent of high school students reporting having ever uselganette,

this is a 20.5 percemicrease from 2017, and a 22.4 percent increase from 2015 rates.
Regarding current-eigarette use, in 2019, 24.4 percent of Pennsylvania high school
students reported using aftigarette on at least one occasion in the 30 days prior, this is
a 53.7 percdanncrease from 2017 rates, and a 5.3 percent increase from 2015 rates.

West Virginia Vapor Tax $0.075 per milliliter
"HVW 9LUJL Q L-digfnéttas Brid Ragoriproducts went into effect July 1, 3016.

$FFRUGLQJ WR :HVW 92015, 4911 pérsent &b B2 per@ent of high
school students reported ever and curretigarette product use, respectively. In 2017,
everuse decreased by 10.6 percent, to 44.4 percent of West Virginia high school
students, and currentoigarette use deeased by 118.2 percent, to 14.3 percent of high
school students using arcigarette in the last 30 days.

In 2019, 62.4 percent of high school students reporting having ever usezganedte,

this is a 28.8 percent increase from 2017, and a 21cgmencrease from 2015 rates.

Regarding currentéc LI DUHWWH XVH LQ SHUFHQW RI :HVW
students reported using aitigarette on at least one occasion in the 30 days prior, this is

a 59.9 percent increase from 2017 rated,ath2.6 percent increase from 2015 rates.
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Excise Taxes Are Unreliable Sources of Revenue, Burden Low Income Persons

Existing excise taxes are unreliable revenue sou@igarette tax increases result in letegm

UHYHQXH VKRUWID O O VYevegrud&gdrojectiondiirere met ifd only 29 of 101 cases
ZKHUH FLIDUHWWH WREDFFR WD[HV ZHUH LQFUHDVHG ~ DFFR
Foundatiom™® ORUHRYHU D GHFOLQH LQ FLIDUHWWH FRQVXPSWLRQ
drop by an average d ERXW SHUFHQW DFURVVY DOO VWDWHYV IURP

by Pew Charitable Trust§.A 2020 report by the Tax Foundation noted that cigarette tax

UHYHQXH KDV IDOOHQ LQ DOO VWDWHY DQG FR®OVLGHUV FLJD

Indeed, between 1999 and 2019, Alaska collected an estimated $1.08 billion in cigareffe taxes.
During the same 2Qear period, the Last Frontier increased the tax rate on cigarettes three times,
which has not led to a significant increase in reventleariongterm.

In 2008, Alaska collected $63.8 million in cigarette tax revenue, a 55.6 percent increase from
2004 when the state collected $41 million in cigarette taxes. Despite the tax increases, since 2008
Alaska has lost, on average, 3.2 percentlodi¢go tax revenues annually. Further, in 2019,

Alaska collected only $44.5 million in cigarette taxes, or only an 8.5 percent increase from 2004
cigarette tax revenue.

Excise taxes are inherently regressive and tend to burden lower income persons. pla, @xam

&DWR -RXUQDO DUWLFOH IRXQG IURP WR SVPRNHUV HI
14.2 percent of their household income on cigarettes, compared to 4.3 percent for smokers

earning between $30,000 and $59,999 and 2 percent for smdRédseL QJ PRUH WKDQ

Indeed, in 2019, among current adult smokers in Alaska, 66.7 percent reported earning incomes
of $24,999 a year or less. Further, 40.8 percent reported earning less than $15,000.

*kkkk

Conclusion and Policylmplications

x Alaskaspends very little of existing tobacco and vapor products taxes on programs to
prevent youth use and help adults quit. BetwZ@d0Dand 2019, théast Frontier
allocated $89.2million toward tobacco control programs, which is onigepercent of
the taxrevenues and tobacco tax settlement payments in thepsaiod

X Vapor products have helped millions of American adults quit smoking and are
significantly less harmful than combustible cigarettes, as noted by numerous public
health groups.

x State lawmakershould refrain from enacting excise taxes on tobacco products that the
FDA have deemed asodified risk tobacco productk this distinction, the FDA
recognizes the potential for such products to help adults quit smoking cigarettes, as well
as reduce har exposure.



TAXPAYERS

PROTECTION

ALLIANCE

1&HQWHUV IRU 'LVHDVH &RQWURO DQG 3UHYHQWLRQ 32%5)66 SUHYDOHQFH
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S1:HVW 9LUJLQLD 6WDWHFLDD HBDWWPHTDW G ([FLVH 7D[ )$4 °
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31DWLRQDO 7D[SD\HUV 8QLRQ )RXQGDWLRQ B37REDFFR 7D[HV 3UREOHPV
Issue Brief, July 31, 2018{tps://www.ntu.org/foundation/detail/tobactaxesproblemsnot-solutionsfor-

taxpayersandbudgets

34Kil Huh et al., Are Sin Taxes Healthy for State Budgets?, The Pew Charitable Trusts and Rockefeller Institute of
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380ULN %RHVHQ DQG 7RP 9DQ$QWZHUS 3+RZ 6WDEDH Juy9g02J UHWWH 7D]
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¥ 2U]J]HFKRZVNL DQG :DONHU 37KH 7D[ %XUGHQ RQ 7REDFFR +LVWRULFDO &
71 Kevin &DOOLVRQ DQG 5REHUW .DHVWQHU 3&LIJDUHWWH 7D[HV PQG 6PRNLC
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$GXO\6P RNQJ 5DWAV f 3
&RPEXVME®! FLIDIHMA XVH DPRQJ $PHUFDQ \RXW DQG W TREDRFR DOG 9 05T
DGXOV KDV UIHDFKHG DOWPH ®ZV EXWPDQ SRAF\ P DNHWY 5DV f 3
DWH FRQFHUHG ZIW WH ICFUHDVWG XWH Rl HOIFWRQE &LJDUHWM 7D] SHYHQXH f 3
FLI DUHWMV DQG YDSRUSUWRGXFW HVSHFID@ DP RQJ \ RXW DQG 0 DVWUGE HWBIP HQAS J UHHP HQW
\RXQ] DGXQV (3
7REDFFR & RQMRO) XQGLQJ 3
7KLY SDSHUH[ DP LCHV W RNQJ LIDWAV DP RQJ DGXOV 1Q WH / DWWV ( &LJDUHWAV (1THFWYHQHW IO
) LRQAHU \ RXW X\VH RI VREDFFR DQG YDSRUSWRGXFW DQG WWH $OWD 3
HI I HFWYHHW Rl VREDFFR VHWBIP HQA/'SD\ P HOQV Wi HY DQG 3RIA\ ,P SCFDWRQV f 3
YDSRUSURGXFW RQ UHGXFLQ) FRP EXVME®! FLJ DUHWM X\VH 6XSSOP HQMO* WDSKV f 3
S5HIHHQGFHV f 3
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Q SHFHQ¥ @ Rl $MWDQ DGXAV
VP RNHG FRP EXWWE®! FL DUAWMY DP RXQAQJ R
DSSWR] LP DWM® DEXW> @ ,Q
DPRQ) D® DGXWV SHUFHQN

DGXQAV UHSRWMG WP RNQJ HYHY GD\

Q SHFHQVRI DGXGV 1Q \WH /DWW

) IRQAHU Z HIH FXUHQAMP RNHWY DP RXQAQ) R

\P RNHWY/
$ @WNDQ DGXAV

) XUWKHU SHUFHQWV Rl
Z HIH GDIO WP RNHWY 1Q

$PRQ $OWDQ DGXWV FXUHQN \P RNQJ

GHFUHDVHG E\ SHUFHQAEHVE HHQ DQG
ORWMRYHU WHWH DWH WHWH DWH DQ

HVAP DG IHZHU WP RNHWY 1Q

FRP SDUHG R DQG |HZ HU GDLO®

VP RNHLY
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7KH P RWMHFHQAGDWD RQ\ RXW VREDFFR DQG YDSRU
SWRGXFWXWH 1Q $OWND FRPHV ILRP \WH <RXWK

5N %HKDYIRU 6 XUH > @,Q SHUFHQARI
$OWDQ KLIK VFKRROWNGHQN UHSRUMG HYHU Wi LQ)J

H FLUDUAWWAY ~ SHUFHOAUHSRUMG SDW  GD\
XH DQG SHUFHQN WHSRUMG XMQ) YDSRU
SURGXFW GDLO

WL ZRUK VR CQRWM WDW \RXW FRP EXVME®

FLJDUAWA X\H LV DWDQ DOWPH &Z ,Q

SHUFHQWVRI $OW\D KLIK WFKRROWXGHQNV UHSRUWMG

HYHUWILQ) FLIDUAWMAV D SHUFHQWGHFUHDVH | URP
ZKHQ SHUFHQWVRI KLJK VFKRRO WYGHQWN

KDG WIHG FLIDUAWMV ) XUKHU SDW  GD\ X\H R

FRP EXWAE®V KDV GHFUHDVHG E\ SHUFHQW | URP
SHUFHOMQ W SHUFHOMQ ' DO
FLJDUAWM XVH KDV GHFUHDVHG E\ SHUFHQW | RP

SHUFHQAVRI KLJK VFKRROMXGHON WDWUHSRUWMG
GDIO FLUDHWWM XVHIQ VR SHUFHOAQ
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%V HHQ DQG $OWD FROIIFWG DQ HWIP DWG
EL@RQ LQ FLIDUHAWMA VB[ HV> @ XUQ) WWH \DP H

\ HDU SHURG \KH / DW) LRQAHU LQFUHDVHG WH VB[ DWW RQ

FLJ DUMWMV WKUHH WP HY  Z KIFK KDV QRW®IG VR D MJ QU LEDQW

LQFUHD\H LQ IHYHOQXH LOQWH ®RQJ MLP

Q WH FLIDUAWM VD[ DWW LOFUHDVHG E\ SHU
SDFN | WRP R 7KH DM LGFUHDVHG E\ 1Q
R SHUSDFN DQG LQFUHDVHG E\ DIDIQ 1Q
R SHUSDFN 7KH IICDOWDW VD SHUFHQM
LQFUHD\VH | URP SWH VB[ WDV

Q $OWD FROIFWG PIEORQ 1Q FLI DU VD]
WHYHQH D SHUFHQN/LQFUHDVH | URP Z KHQ WH
WDW FROIFWIG P LARQ LQ FLI DUAWM VB[ HV ' HVSIWM WKH
VD[ LQFUHDVHV MCGFH $@WND KDV W RQ DYHWDJI H

SHUFHQAR! VREDFFR VB UHYHQXHV DQOXD@® ) XUMHU LQ

$OWD FRGIFWG RQD P LGIRQ LQ FLJ DUAWM VD[ HV RU
RQD DQ SHUFHQW LQFUHD\VH | URP FLJ DUAWM \B]

UHYHQXH

,QWH PIG V $ WD VXHG VREDFFR FRP SDQHV
VR UHIP EXUH 0 HGFDIG IRUWH FRW Rl WHDW(Y

P RNQ) IHDWG KHDOK MXHV $QG 1O

Z WK

RWHUWDWY $ OMN\D UHDFKHG “WH OUW HWWFIYIO
@AJ DWRQ VHWBIP HONVIQ 8 6  KMWRUY ™WIURXIK WH

0 DWMUG HWBIP HQAS J BHHP HQWO0 6$ > @

8QGHUWH 0 6% WV UHFHLYH DQQXDOSD\ P HQWV —
LQ SHISHWIW — [UIRP WH VREDFFR FRP SDQHV Z KIL®A
UH@OT XDWKLCJ IXWWH FOIPV DIDIOW  WH

SDWAFISDWQ] FRP SDQHV %VE HHQ DQG

$®WD FROFWG PLAORQLQO0 6$ SD\P HQNV

> @
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7REDFFR VD[ HV DQG VREDFFR \VHWBP HQASD\ P HQAV
DUH MW LHG VR KHE RITVHWMH FRW Rl \P RNQJ
DV ZH® DV SUHYHQN\RXWK IQUDWMRQ /INH PR
WOWN $OWD VSHQGV YHU QMBI Rl H[ MAQ
VREDFFR P RQH\V RQ VREDFFR FRQAROSURI WPV —

IQFOGIQ) HGXFDWRQ DQG SUHYHQARQ

%-VE HHQ DG $OWD DARFDWG RQD
P L@RQ VRZ DWGV VREDFFR FRQARCOSURI WDP V
>@ 7KWV IV RQD SHUFHQW R Z KDW $ WD
FROFWG LQ FLIDUAWM VD[ HV 1Q WWH VDPH  \ HDU
WPH\SDQDQG RQD  SHUFHQARI 0 6$ SD\P HOW
Q WDO IQ \HDYV $OWD DARFDWMG RQD
SHUFHQVR Z KDWWH WW UHFHLYHG LQ VREDFFR
VB[ HV DQG VHWBIP HQASD\ P HQW VRRZ DUBV VREDFFR

HGXFDWRQ DQG SUHYHQARQ HI | RUW
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( BIFWRQF FLIDUAWMV DQG YDSRU SURGXFW Z HUH
LAV IQMRGXFHG VR WH 8 6 1O “DQG
EHVE HHQ DQG UHVIDLO \DBV Rl H
FLJ DUAWMV H[ SDQGHG VR D@P DNVRU P DUNHW LQ WH
SQWG 6VDWAV™ @ ([DPIQQ] GDVD IWRP \WH
&HOMWY IRU ' DMHDVH & RQARO DQG 3UHYHQARQV
%-KDYLRWDO5W ) DFVRU 6 XUHIADQFH 6 XUH 11Q6V
WDWH FLI DUAWM\S P DUNHWHP HU HGFH KDV EHHQ
PRWH HIIHFWYH WDQ 0 6$ SD\ P HQW 1Q UHGXFIQJ
\P RNQJ (DWAV DP RQJ \ RXQJ DGXOV 1Q $ VD

Q DPRQ] FXUHQADGXOWP RNHY 1Q $ @D
SHFHOMZHH W \HDW RG ,Q
WL KDG GHFUHDVHG E\ SHUFHQV VR

SHUFHQW R

DGXAV WRNHY 1Q $OWMN\D EHIQY

*/ (

EHVEHHQ W \HDWR@G $QG  \HDW DIWWMU
H FLJDUHWMAY P DUNHW HP HUHQFH 1O

W RNQ WWV DP RQ] FXWHOMP RNHWY DI HG

WR \HDY R@ GHFUHDVHG E\ SHUFHQN

QGHHG  1Q RQOD SHUFHQWVRI  FXUHQW
WRNHWZHH W \HDWRG

QMUHAQI® H FLI DUHWAS P DUNHW HP HU HQFH
ZDV DWRFIDMG ZIMK D OUHU GHF@H 1Q
DYHWDIJH DQQXDO SHUFHQWN GHFUHDWHY  %-VE HHQ
DQG WH SHUFHQRIH R FXUHQW
WRNHWDIHG W \HDW R@ GHFUHDVHG RQ
DYHWDIJH  SHUFHQWHDFK \ HDU %-VZ HHQ

DQG DQQXDOSHUFHQ®RI H GHFQCHV DYHWDJI H
DW  SHUFHQW
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e SHUFHQARI $ @W\D DGX@V
\P R\HG FRP EXME® FL DUMWMV D
SHUFHQAGHFUHD\H | URP <RXWK
FRP EXME®! X\VH KDV GHFUHDVHG E\
| IRP SHUFHOAR! KLJ K VFKRRO
IXGHON WP RNQJ FLI DUHAWMV 1O R

SHUFHQOMQ
$OW\D VSHQGV YHU QMBI RQVREDFFR
FROAROSWRI DP V LQFOGIQ) SIHYHOARQ
DQG HGXFDWRQ ,Q  \HDW/ \WH / DWW
) IRQAHUD@RFDWG RQD P L@RQ
VRZ DUG VREDFFR FRQARCSIRI WDP V ' XUQJ
WH VDP H SHURG $ WD WHFHLYHG

ELARQ LQ FL) DUHWM VI UHYHQXH DQG
P L@RQ LQVREDFFR V] VHWBIP HQN

SD\ P HQN

( FLJDUAWMV DSSHDUP RUH HI | HFVYH WDQ
0 6$ SD\P HQN LQ UHGXFLQ) WP RNQJ DWWV
DP RQJ \ RXQ) DGX®V LQ$ WD

%-NZ HHQ DQG WH SHUFHQMJ H
Rl FXUHOMPRNHWDIHG VR \HDW/
R@ GHFUHDVHG RQDYHWDJH  SHUFHQW
HDFK \ HDU %-MVZ HHQ DQG

DQQXDOSHUFHQMJ H GHFQQHV DYHUDI H DW
SHUFHQW
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> @8 HQMWY/ IRU' IVHDVH & RQARODQG 3WIHYHOARQ ~9%6) 66 3UHYDBIGFH ~ 7UHQGV' DViD ™
KWBV 777 FGE JRY EUW EUMSWHYDGIGFH

> @ LGV &RXQN DVD & HQMU ~7RDOSRSX@MRQ E\ FKL@ DQG DCXOVSRSXMWRQY LQ WKH

8 QWG 6\VBVMV ™7KH $QQH ( &DVH\ ) RXQGDWRQ 6HSWAP EHU

KWV GDVDFHQMUNGVERXQARU_GDVD VDEGN  VRVDPOSRSXOMRQ E\_FKI@ DQG DGXOV
SRSXOMRQV GHVDIGIG ~ DQ_ | DAH

> @ HQMWY/ IRU' IVHDVH & RQARODQG 3WIHYHOARQ ~+LJK 6 FKRRO<5%6 5HVXQV ™
KWBV _ QFFG FGE JRY <RXWRQIH $SS ' HI DX®\DVS]

> @ YHFKRZ W.DQG : DOHU ~7KH 7D[ 9%XUEHQ RQ 7REDFFR + MRUFDOL RP SIMVRQ 9 ROP H
™ 3UQW

> @/REDFFR & ROQAMRQ H] DO& RORWMKP ~7KH 0 DWMUG6 HWMBIP HOAS J UHHP HOV$ Q2 YHUIMHZ ™
$XIXW S KWB SXEGFKHDW®Z FHOQMURU MWV GH DXOVI LBV UMRXUFHY WG
1V P\VD RYHMNHZ SA

> @& DP SDLJQIRU7REDFFR ) UHH . LGV ~$ FVWXDC$ QQXDO7REDFFR 6 HWIBIP HQABD\ P HQV
SHFHLYHG E\ \WH 6 VWAV - ™ XJ XV
KWBV 777 \REDFFRIUHHNGVRW DWHW | DEWKHHW sa

> &DP SDLUJQIRU7REDFFR ) UHH . IGV "$SSHQG $ +IMRU RI 6 SHQGLQJ 1RUG6VIVA 7REDFFR

SUHYHOARQ3UWRIWP V™
KWV 7277 VWREDFFRIUHHNGV RU _DWHW' | DEWKHHW SA

> @1 DWRQDOS: HQMUI RU& KUIRQF ' MHDVH 3UHYHQARQ DQG +HDOK 3URP RURQ ~( & LJ DUHWM
8\VH $P RQJ <RXWK DQG <RXQJ $GX®V $ SHSRWARI WWH 6 XU HRQ* HQHUDO™
KWBY 777 QFELQP QK JRY ERRN 1%
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5| F 5BYQBZFST 1PUFDUPO" MIBCDF 51" VD WSIG IHVSRQWH V[ SD\ HU
DQG FRQUXP HUJ LRXS GHGLFDVWIG VR DQDO] LQJ DQG UHVHDUFKLQ) \WH

FROHTXHQFHVRI J RYHUP HOQMOQMUIYHQARQ LQ WH HFRQRP\  73$ H[ DP LQHV
SXEQF SRTF\ SURSRDY WKURXJ K D QRQ SDUVDQ | RFXV LGHQM\ Q) KRZ

J RYHUP HQAZ DVWM DQG RYHUHDFK LP SDFW VB[ SD\ HY DQG FRQUXP HLY/

UHJ DUSOMW R VH SROAFDOSDUWN UHVSRQUE®! 73$ KRGV J RYHUP HQAR! | LEIDY 1Q
WWH 8 QWG 6 VWAV DQG DURXQG WWH Z RU DFFRXQME®! VIKURXJ K DAXH EUHIV
HGVRUDY WIWAP HQN FRDDARQ GMWMLY SXETE LOMUHVWFRP P HONV DQG DGR
DQG MIBIYMRQ LOMWIHZ V' 73$ UHFRJI Q] HV WWH [P SRWDQFH RI UHDFKLQ) RXVWIR
FRQFHWHG FLW HQV WURXJ K WDGIMRCDODQG QHZ P HGID DQG XWa HV ERJIV
YIGHRV DQG VRFLDOP HGID VR FRQOHPWZ WK VB[ SD\ HY DQG J RYHUP HQARI | LFLDOY

. KIBI 733 UHI XOWD SXEQKHV H SRV DQG FUMENP VR SROAFIDQVRI D@
SROAEDOVMSHV 73$ DOR SURNGHV FROMXFWYH FUMELVP DQG IHIRWP SURSRWDY
EDVHG RQ P DUINHWSUCGFLS®IV DQG D | HGHIDOMBKIBRVRSK\  73$ HP SRZ HWY/

B[ SD\ HY DQG FRQUXP HWY/ VR P DNH WHLURSLQRQV NQRZ Q VR WHLUHGIFWG DQG
QRQ HBFWG RI | LFLDA DQG HP EWDFHV ERG VROMRQV VR KR DQ HYHU J URZ LQJ

J RYHUP HOALQ FKHFN

- LETFZ 4 BPVE Q@G #SUIRWIFWQI VB[ SD\HW RU LV D SRGF\ DQDOWDW
73%$ ,QKHUWRG! 6WRXG | RFXVHV RQ WH HI | HFW Rl WWH SRIFIHV DQG UHI XOWRQY
RQ VREDFFR DQG YDSRUSWRGXFW 3URU 6\WRXG Z DV D WIVM J RYHUP HQW
UHOMRQV P DQDJ HUDWZKH + HDUADQG , QUMMM DQG DXWRUHG 7REDFFR +DUP
SHGXFWRQ  $ * XIGHERRNIRU3RAIF\ P DNHY 3URUWR +HDWDQG 6WRXG

Z RUNHG DV D Wi | HUIRUD |HZ WiV @Z P DNHLY ,Q DGGMRQ VR KHUUR®! DW73$
6WRXG LV WH FUHDVRUDQG P DQDJHURI 7REDFFR +DWP 5HGXFMWRQ WU RU
DQG DQ DFWQJ ERDUG VHFUAVIDY | RUWH 6P RNH ) UHH $ OMULDVYHV 7UDGH
$WRFIDWRQ 6WRXG UHFHLYHG KHUYDFKHRUVRI $ WV 1Q* RYHUP HOM URP WWH
&RMUHRI : IADP DQG 0 DU



