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7KLV� WKHVLV�VHHNV�WR�SURYLGH�H[SODQDWLRQV�IRU�DQG�XQGHUVWDQGLQJV�RI�PDQDJHULDO�EHKDYLRXU� LQ�UHODWLRQ� WR� FRUSRUDWH� HQYLURQPHQWDO� GLVFORVXUH� DQG� UHSRUWLQJ� �&('�� E\� ODUJH� %HQHOX[� DQG�*HUPDQ�FRPSDQLHV�RYHU�WKH�VHYHQ�\HDU�SHULRG�IURP������WR�������7KHVH�\HDUV�DUH�VLJQLILFDQW��UHSUHVHQWLQJ� D� WLPH� GXULQJ� ZKLFK� WKH� ZRUG� µHQYLURQPHQW¶� DWWDLQHG� PDLQVWUHDP� HFRQRPLF��VRFLDO�DQG�SROLWLFDO�VWDWXV��7KH�ZRUN�LV�QRW�RQO\�ORQJLWXGLQDO�EXW�DOVR�FURVV�VHFWLRQDO��FRYHULQJ�D�YDULHW\�RI�LQGXVWU\�VHFWRUV��6HW�ZLWKLQ�%XUUHOO� DQG�0RUJDQ¶V� ������ RYHUDUFKLQJ� IUDPHZRUN� RQ� VRFLRORJLFDO� SDUDGLJPV��WKH� QDWXUH� DQG� FDXVHV� RI� &('� DUH� LQYHVWLJDWHG� XVLQJ� IRXU� WKHRULHV� �YL]��� HFRQRPLF� DJHQF\�WKHRU\��PDQDJHULDO�VWDNHKROGHU�WKHRU\��RUJDQL]DWLRQDO�OHJLWLPDF\�WKHRU\�DQG�SROLWLFDO�HFRQRP\�RI�DFFRXQWLQJ�WKHRU\���HDFK�RIIHULQJ�D�GLIIHUHQW�µOHQV¶�IRU�H[SORULQJ�YDULDWLRQV�LQ�WKH�YROXPH�RI�&('�FURVV�VHFWLRQDOO\�DQG�RU� ORQJLWXGLQDOO\��7KH� WKHVLV�DGRSWV�D� WHOHRORJLFDO FRQVWUXFWLRQ�WR�WKH�DSSOLFDWLRQ�RI�WKHVH�WKHRULHV�LQ�WKH�FRQWH[W�RI�&('��7KDW�LV��&('�LV�VHHQ�DV�WDNLQJ SODFH�QRW�E\�DFFLGHQW�RU�FKDQFH�EXW�GXH�WR�WKH�XQGHUO\LQJ�JRDO�WKDW�LV�VHUYHG�E\�LW��7KXV��PDQDJHULDO�EHKDYLRXU�LV�LQYHVWLJDWHG�LQ�UHODWLRQ�WR�WKH�JRDO�V��&('�LV�SHUFHLYHG�WR�UHLQIRUFH��ZKHWKHU�WKDW�JRDO�EH�WR�UHGXFH�DJHQF\�FRVWV��PDQDJH�GLYHUJHQW�VWDNHKROGHU�JURXSV��PDLQWDLQ�RU�UHJDLQ�WKH�VWDWXV�RI�RUJDQL]DWLRQDO�OHJLWLPDF\��RU�DV�SDUW�RI�WKH�DUVHQDO�RI�LPDJHV�DQG�UKHWRULF�XVHG�IRU�WKH�SXUSRVHV� RI� VRFLDO� FRQVWUXFWLRQ� LQ� P\VWLI\LQJ� DQG� PHGLDWLQJ� D� FKDOOHQJH� WR� WKH� SUHVHQW�EXVLQHVV�KHJHPRQ\�7KH� HPSLULFDO� UHVXOWV� EDVHG� RQ� WKH� FURVV�VHFWLRQDO� DQDO\VLV� SURYLGH� SDUWLDO� VXSSRUW� IRU� WKH�WKHRULHV� LQ� ILQGLQJ� DQ� DVVRFLDWLRQ� EHWZHHQ� &('� DQG� D� QXPEHU� RI� �SUR[LHV� IRU�� YDULDEOHV��LQFOXGLQJ�SROLWLFDO�YLVLELOLW\��LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\��VWDNHKROGHU�LPSRUWDQFH� DQG��SRRU�� HQYLURQPHQWDO� SHUIRUPDQFH� EDVHG� RQ� WKH� HFR�UDWLQJV� RI� HQYLURQPHQWDO� SUHVVXUH�JURXSV��7KH�ORQJLWXGLQDO�DQDO\VLV�RIIHUV�ERWK�FRPSOHPHQWDU\�DQG�DOWHUQDWLYH�H[SODQDWLRQV�DQG�XQGHUVWDQGLQJV�RI� WUHQGV� LQ�&('�RYHU� WKH�SHULRG�RI� WKH�VWXG\�� WKLV�DQDO\VLV�EHLQJ�SUHVHQWHG�IURP�YDULRXV�GLIIHUHQW�HFRQRPLF��VRFLDO�DQG�SROLWLFDO�SHUVSHFWLYHV��7KH� WKHVLV� FRQFOXGHV�ZLWK� D� GLVFXVVLRQ� RI� SXEOLF� SROLF\� LVVXHV�� SDUWLFXODUO\� WKH� UROH� RI� WKH�DFFRXQWDQF\�SURIHVVLRQ�DQG�WKH�µQHZ�NLGV�RQ�WKH�EORFN¶�SUHVHQWO\�HQJDJHG�LQ�WKH�SURGXFWLRQ�DQG� YHULILFDWLRQ� RI� FRUSRUDWH� VRFLDO�� HQYLURQPHQWDO� DQG� HWKLFDO� UHSRUWV�� DV�ZHOO� DV� VR�FDOOHG�µVXVWDLQDELOLW\�UHSRUWV¶�



YL

3UHIDFH
$OO�WKLV�ZDV�D�ORQJ�WLPH�DJR��,�UHPHPEHU�$QG�,�ZRXOG�GR�LW�DJDLQ��EXW�VHW�GRZQ7KLV�VHW�GRZQ7KLV��ZHUH�ZH�OHG�DOO�WKDW�ZD\�IRU%LUWK�RU�'HDWK"�7KHUH�ZDV�D�%LUWK��FHUWDLQO\�:H�KDG�HYLGHQFH�DQG�QR�GRXEW��,�KDG�VHHQ�ELUWK�DQG�GHDWK�%XW�KDG�WKRXJKW�WKH\�ZHUH�GLIIHUHQW��WKLV�%LUWK�ZDV+DUG�DQG�%LWWHU�DJRQ\�IRU�XV��OLNH�'HDWK��RXU�GHDWK�:H�UHWXUQHG�WR�RXU�SODFHV��WKHVH�.LQJGRPV�%XW�QR�ORQJHU�DW�HDVH�KHUH��LQ�WKH�ROG�GLVSHQVDWLRQ�:LWK�DQ�DOLHQ�SHRSOH�FOXWFKLQJ�WKHLU�JRGV�,�VKRXOG�EH�JODG�RI�DQRWKHU�GHDWK�7��6��(OLRW��-RXUQH\�RI�WKH�0DJL�������

7KH�FRPSOHWLRQ�RI�WKLV�WKHVLV�VDGO\�PDUNV�WKH�HQG�RI�P\�WHQ�\HDU�VWD\�LQ WKH�1HWKHUODQGV��7KH�RIIHU� WR�PRYH� WR�$PVWHUGDP�ZDV�RULJLQDOO\�PDGH� WR�PH� LQ� WKH�VXPPHU�RI�������GXULQJ�WKH�ODWWHU� VWDJHV� RI� P\� WHUP� RI� RIILFH� ZLWK� WKH� )pGpUDWLRQ� GHV� ([SHUWV� &RPSWDEOHV� (XURSpHQV��)((�� LQ� %UXVVHOV�� $W� WKDW� WLPH� P\� NQRZOHGJH� RI� HQYLURQPHQWDO� LVVXHV� LQ� D� SURIHVVLRQDO�FDSDFLW\�ZDV�YHU\�PXFK�XQGHUIHG��0\�RQO\�SUDFWLFDO�H[SHULHQFH�WR�GDWH�KDG�EHHQ�UHVHDUFKLQJ�DQG�GUDIWLQJ�)((¶V�ILUVW�(XURSHDQ�VXUYH\�RI�HQYLURQPHQWDO�DFFRXQWLQJ�DQG�DXGLWLQJ�DFWLYLWLHV�DQG� GHYHORSPHQWV� ZLWKLQ� WKH� (8� DQG� ()7$� FRXQWULHV�� 7KLV�� KRZHYHU�� SURYHG� WR� EH� DVSULQJERDUG�WR�RWKHU�WKLQJV��7KH�/LPSHUJ�,QVWLWXXW��/,���DQ�LQGHSHQGHQW�UHVHDUFK�FR�RSHUDWLYH�EHWZHHQ� ILYH�'XWFK�XQLYHUVLWLHV�� KDG�GHFLGHG� WR� FRPPLW� UHVRXUFHV� WR� IXUWKHULQJ� UHVHDUFK� LQ�WKH� ILHOG�RI�HQYLURQPHQWDO�DFFRXQWLQJ�DQG�DXGLWLQJ�DW�D�(XURSHDQ�OHYHO�DQG�ZDV�ORRNLQJ�IRU�VRPHRQH� WR� WDNH� RQ� WKH� UROH� RI� LQWHUQDWLRQDO� FR�RUGLQDWRU��7KH� SDFNDJH� SUHVHQWHG� WR�PH� LQ�-XO\������ZDV�XQLTXH��FKDOOHQJLQJ�DQG�LUUHVLVWLEOH��$V�D�IXOO�WLPH�UHVHDUFKHU��,�KDG�WKUHH�TXLWH�GLIIHUHQW� UROHV�� 0\� SULPH� UROH� ZDV� DV� LQWHUQDWLRQDO� UHVHDUFK� FR�RUGLQDWRU� LQ� WKH� ILHOG� RI�HQYLURQPHQWDO�DFFRXQWLQJ�DQG�DXGLWLQJ�IRU�WKH�/,��ZLWK�D�VHFRQGDU\�UROH�DV�D�PHPEHU�RI�WKH�WHFKQLFDO� GHSDUWPHQW� RI� .RQLQNOLMN 1HGHUODQGV ,QVWLWXXW� YDQ� 5HJLVWHU� $FFRXQWDQWV� �5R\DO1,95$��� WKH� OHDGLQJ�SURIHVVLRQDO�ERG\�IRU�DFFRXQWDQWV� LQ� WKH�1HWKHUODQGV��7KH�RSSRUWXQLW\�WR�XQGHUWDNH�D�UHVHDUFK�VWXG\�WRZDUGV�D�3K�'��WKURXJK�WKH�'HSDUWPHQW�RI�$FFRXQWLQJ�DW�WKH�9ULMH 8QLYHUVLWHLW $PVWHUGDP�VHHPHG�WR�EH�WKH�LFLQJ�RQ�WKH�FDNH�7KH�HDUO\�\HDUV�RI�P\� WHQXUH�ZHUH�VSHQW�ZRUNLQJ�PDLQO\�IRU� WKH�/,�DQG�1,95$��,Q�������,�RUJDQLVHG� D� RQH�GD\� PHHWLQJ� RI� (XURSHDQ� UHVHDUFKHUV� DQG� UHSUHVHQWDWLYHV� RI� SURIHVVLRQDO�ERGLHV� LQ� WKH� ILHOG� RI� HQYLURQPHQWDO� DFFRXQWLQJ� DQG� DXGLWLQJ�� 7KH� PHHWLQJ� WRRN� SODFH� LQ�$PVWHUGDP�LQ�$SULO�RI�WKDW�\HDU�DQG�UHVXOWHG�LQ�WKH�HVWDEOLVKPHQW�RI�DQ�LQIRUPDO�QHWZRUN��WKH�(QYLURQPHQWDO� 0DQDJHPHQW�� $FFRXQWLQJ� DQG� $XGLWLQJ� �(0$$�� &RQWDFW� 1HWZRUN��� )RU� D�YDULHW\� RI� UHDVRQV�� RXWULJKW� FR�RSHUDWLRQ� EHWZHHQ� WKH� PHPEHUV� RI� WKH� (0$$� &RQWDFW�1HWZRUN� SURYHG� WRR� DPELWLRXV� EXW� D� GHFLVLRQ� ZDV� WDNHQ� WR� RUJDQLVH� WKH� ILUVW� (XURSHDQ�ZRUNVKRS�IRU� UHVHDUFKHUV�DQG�SUDFWLWLRQHUV��7KLV� LQLWLDWLYH�UHVXOWHG�LQ� WKH�(0$$�:RUNVKRS�
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RQ� (QYLURQPHQWDO� $FFRXQWLQJ� DQG� 6XVWDLQDEOH� 'HYHORSPHQW�� ZKLFK� ZDV� KHOG� DW�1RRUGZLMNHUKRXW� LQ� WKH�1HWKHUODQGV� LQ� ODWH�������7KH�ZRUNVKRS�ZDV� D� VXFFHVV� LQ� WHUPV�RI�FUHDWLQJ�FRQWDFWV�DQG�IRVWHULQJ�FORVHU� WLHV�EHWZHHQ�GLIIHUHQW� WDUJHW�JURXSV��7KH�SULPDU\�JRDO�RI�HVWDEOLVKLQJ�D�EURDG�UHVHDUFK�DJHQGD��KRZHYHU��SURYHG�WR�EH�D�µEULGJH�WRR�IDU¶ DQG�LW�ZDV�OHIW�WR�WKH�GLIIHUHQW�JURXSV�WR�JR�WKHLU�RZQ�VHSDUDWH�ZD\V�0\�UROH�ZLWKLQ�1,95$�ZDV�DOVR�JUDWLI\LQJ��)RU�PRVW�RI�WKH�ILUVW�KDOI�RI������,�ZDV�LQYROYHG�LQ� RUJDQLVLQJ� WKH� SOHQDU\� DQG� SDUDOOHO� VHVVLRQV� IRU� WKH� 1,95$� ���� &HQWHQDU\� &RQIHUHQFH�3HRSOH� IRU�3HRSOH KRVWHG� MRLQWO\� E\�1,95$�DQG� WKH� ,QWHUQDWLRQDO� )HGHUDWLRQ� RI�$FFRXQWDQWV��,)$&���ZKLFK�ZDV�KHOG�LQ�$PVWHUGDP�LQ�0D\�������2YHU� WKH�\HDUV�,�ZDV�DOVR�LQYROYHG�LQ�D�QXPEHU�RI�RWKHU�SURMHFWV� DQG� LQLWLDWLYHV� IRU�1,95$�� LQFOXGLQJ�P\� UROH�DV�JXHVW�HGLWRU�RI� WKH�LQWHUQDWLRQDO�HGLWLRQ�RI�'H�$FFRXQWDQW DQG�P\�ZRUN�ZLWK�1DQF\�.DPS�5RHODQGV�LQ�SURGXFLQJ�WKH� ILUVW�PDMRU�(XURSHDQ� VXUYH\� LQWR� VWDWH�RI� WKH� DUW� RI� FRUSRUDWH� HQYLURQPHQWDO�PDQDJHPHQW�ZLWKLQ� (XURSH¶V� ODUJHVW� FRPSDQLHV�� DOO� RI� ZKLFK� FRQWULEXWHG� WR� PDNLQJ� P\� WLPH� LQ� WKH�1HWKHUODQGV�D�SOHDVXUH�DQG�D�SULYLOHJH��+RZHYHU�� E\� IDU� WKH�PRVW� FKDOOHQJLQJ� DVSHFW� RI� WKH� ODVW� WHQ� \HDUV� KDV� EHHQ� WKH�ZRUN�ZKLFK�IROORZV� LQ� WKLV� ERRN��+DG� ,� NQRZQ� LQ� �����ZKDW� ,� NQRZ�QRZ�� ,� GRXEW� YHU\�PXFK�ZKHWKHU� ,�ZRXOG�KDYH�PRYHG� WR�$PVWHUGDP�� OHW� DORQH�DJUHHG� WR�XQGHUWDNH�D� WKHVLV��1RQH�RI�XV�FDQ��RI�FRXUVH��NQRZ�ZKDW� OLHV�DKHDG�DQG�WKHUH� LV�D�VFKRRO�RI�ZLVGRP�ZKLFK�VXJJHVWV�WKDW�ZH�VKRXOG�WUDYHO�WKH�MRXUQH\�RI�OLIH�DV�LI�ZH�DUH�ULGLQJ�D�PXOH�EDFNZDUGV�VR�WKDW�ZH�IRFXV�RQ�WKH�PRPHQW�DQG�QRW�RQ�ZKDW�LV�WR�FRPH��+RZHYHU��,�KDYH�ODERXUHG�SHUVLVWHQWO\�RYHU�WKH�ODVW�GHFDGH�ZLWK�WKH�LVVXH�RI�ZKHWKHU�,�VKRXOG�RU�VKRXOG�QRW�FRQWLQXH�ZLWK�WKH�WKHVLV��(YHQ�QRZ��DV�,�SXW�LQ�SODFH�WKH�ILQDO� SLHFH�RI� WKH� MLJVDZ�� ,� DP�VWLOO�XQVXUH�DV� WR�ZKHWKHU� ,�PDGH� WKH� ULJKW�GHFLVLRQV��7KHUH� LV�PXFK�DERXW�WKH�ZRUN�ZKLFK�IROORZV�ZLWK�ZKLFK�,�DP�XQFRPIRUWDEOH�DQG�,�VWUXJJOH�WR�FRQYLQFH�P\VHOI�WKDW�ZKDW�,�KDYH�GRQH�PDWWHUV�LQ�WKH�VOLJKWHVW�LQ�WKH�ZLGHU�VRFLR�SROLWLFDO�FRQWH[W�RI�WKH�GHSORUDEOH� GDPDJH� PRGHUQ� LQGXVWULDO� FDSLWDOLVP� LV� GRLQJ� WR� RXU� VRFLDO� FRPPXQLWLHV�� KXPDQ�ZHOIDUH� DQG� WKH� QDWXUDO� HQYLURQPHQW�� 7KRVH� LQWHUHVWHG� ZLOO� ILQG� PDQ\� RI� WKHVH� SHUVRQDO��VXEMHFWLYH� DQG� SURIHVVLRQDO� VWUXJJOHV� GRFXPHQWHG� LQ� WKH� QRWHV� WR� WKH� YDULRXV� FKDSWHUV�ZKLFK�IROORZ�2QH�RI�WKH�SULQFLSDO�UHDVRQV�ZK\�WKH�UHVHDUFK�ZRUN�WRRN�VR�ORQJ�WR�FRPSOHWH�ZDV�P\�DOPRVW�FRPSOHWH� ODFN� RI� NQRZOHGJH� DQG� XQGHUVWDQGLQJ� RI� DFFRXQWLQJ� LQ� LWV� ZLGHU� VRFLR�SROLWLFDO�FRQWH[W� �L�H�� EH\RQG� D� VLPSOH� IXQFWLRQDOLVW� RU� LQVWUXPHQWDOLVW�� QHR�FODVVLFDO� HFRQRPLFVSHUVSHFWLYH��� 'HVSLWH� �RU� SHUKDSV� EHFDXVH� RI��PDQ\� \HDUV� RI� KLJKHU� HGXFDWLRQ� DQG� WUDLQLQJ�DQG� SUDFWLFH� DV� D� FKDUWHUHG� DFFRXQWDQW�� LQFOXGLQJ� VHYHUDO� \HDUV� DV� D� KLJKO\�SDLG� WHFKQLFDO�H[SHUW� RQ� 8.� DQG� (XURSHDQ� ILQDQFLDO� DFFRXQWLQJ� DQG� UHSRUWLQJ� LVVXHV�� ,� ZDV FRPSOHWHO\�XQSUHSDUHG� IRU� WKH�FKDOOHQJHV� WKDW�D�VHULRXV��FRQFHUQHG�DSSURDFK� WR�&65�UHVHDUFK�UHTXLUHG��7KHUH�LV�QR�GRXEW�WKDW�LW�ZRXOG�KDYH�EHHQ�IDU�HDVLHU�WR�KDYH�WULHG�WR�ILW�WKH�UHVHDUFK�VWXG\�LQWR�WKH� IUDPHZRUN� RI� WUDGLWLRQDO� ILQDQFLDO� DFFRXQWLQJ� RU� WR KDYH� UHVHDUFKHG� FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH��&('��IURP�ZLWKLQ�D�QHR�FODVVLFDO��RU�QHR�LQVWLWXWLRQDO��IUDPHZRUN��+RZHYHU��P\� JURZLQJ� NQRZOHGJH� DQG� XQGHUVWDQGLQJ� RI� WKH� UHODWLRQVKLS� EHWZHHQ� HFRQRP\�DQG� HFRORJ\�� SDUWLFXODUO\� LQ� WKH� FRQWH[W� RI�PRGHUQ� FDSLWDOLVW� HFRQRPLHV�� DQG� RI� WKH� UROH� RI�EXVLQHVV�DQG�DFFRXQWLQJ�LQ�WKHVH�HFRQRPLHV��PDGH�DQ\�DWWHPSW�WR�ILW�&('�LQWR�D�µFRQWUDFWV�EDVHG¶�RU�µPDUNHWV�GULYHQ¶�IUDPHZRUN�DSSHDU�QRQVHQVLFDO�7KHUH� ZHUH� LQ� IDFW� PDQ\�� YHU\� VWHHS� OHDUQLQJ� FXUYHV� WR� EH� QHJRWLDWHG� EHIRUH� ,� IHOW� DEOH� WR�EHJLQ�WKH�WKHRUHWLFDO�DQG�HPSLULFDO�ZRUN�ZKLFK�IROORZV��7KHVH�UHODWHG�QRW�RQO\�WR�SKLORVRSK\�
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RI� VFLHQFH� LVVXHV� �RQWRORJ\�� HSLVWHPRORJ\� DQG� PHWKRGRORJ\�� EXW� DOVR� WR�P\� RZQ� SHUVRQDO�YDOXHV��DWWLWXGHV�DQG�EHOLHIV��,Q�VHHNLQJ�P\�RZQ�SHUVRQDO�WUXWK��,�FDPH�WR�WKH�FRQFOXVLRQ�WKDW�WKH�UKHWRULF�EHKLQG�WKH�UHODWHG�FRQFHSWV�RI�µVXVWDLQDEOH�GHYHORSPHQW¶�DQG�µVXVWDLQDELOLW\¶��DV�SUHVHQWO\� EHLQJ� XVHG� LQ� DFDGHPLF�� EXVLQHVV�� JRYHUQPHQW� DQG� DFFRXQWDQF\� FLUFOHV�� LV� ODUJHO\�GHYRLG� RI� SKLORVRSKLFDO�� VFLHQWLILF�� SURIHVVLRQDO� DQG� PRUDO� DXWKHQWLFLW\�� 6LPSO\� SXW�� µWKH�(PSHURU�KDV�QR�FORWKHV¶��2YHU�WKH�ODVW�GHFDGH��,�KDYH�EHFRPH�D�YRFLIHURXV��XQYDU\LQJ�FULWLF�RI�P\�DFDGHPLF�SHHUV�DQG�IHOORZ�DFFRXQWDQF\�SURIHVVLRQDOV��$OPRVW�DOO�RI�ZKDW�,�UHDG�LQ�WKH�PDLQVWUHDP DFDGHPLF� HFRQRPLFV� DQG� DFFRXQWLQJ� MRXUQDOV� DQG� SURIHVVLRQDO� DFFRXQWDQF\�PDJD]LQHV�LV�QRQVHQVLFDO�WR�PH�QRZ��%HLQJ�D�UDGLFDO�KXPDQLVW�DQG�VSLULWXDO�HFRORJLVW��WKDW�LV�SHUKDSV� WR� EH� H[SHFWHG�� %XW� WKHUH� LV� D� FHUWDLQ� VDGQHVV� LQ� NQRZLQJ� WKDW� LW� LV� RQH¶V� UDGLFDO��FULWLFDO� YLHZV� DQG� RXWVSRNHQ� FRQGXFW�� ERUQH� RXW� RI� D� JHQXLQH�� FRQVFLRXV� SDVVLRQ� DQG�FRQYLFWLRQ��ZKLFK�KDYH�FORVHG�GRRUV�UDWKHU�WKDQ�RSHQHG�WKHP��+DG�LW�EHHQ�SRVVLEOH��,�ZRXOG�KDYH� OLNHG� WR�FRQWLQXH�P\�DFDGHPLF�FDUHHU� LQ�VRPH�FDSDFLW\�RU�RWKHU��%XW� WKH�FRPSURPLVHV�WKDW�,�ZRXOG�KDYH�EHHQ�UHTXLUHG�WR�PDNH�ZHUH�WRR�KLJK�D�SULFH�WR�SD\�%H�WKDW�DV�LW�PD\��,�KDYH�PRYHG�RQ�IURP�WKH�SODFH�DQG�WLPH�ZKLFK�VDZ�WKH�ELUWK��GHYHORSPHQW�DQG�FRPSOHWLRQ�RI� WKH� UHVHDUFK�SURMHFW�SUHVHQWHG�KHUH�� ,�DP�JUDWHIXO� IRU� WKH�H[SHULHQFH��QRW�OHDVW�EHFDXVH��LI�QRWKLQJ�HOVH��,�DP�VXUHU�RI�P\�RZQ�SRVLWLRQ�RQ�PDQ\�PDWWHUV�SKLORVRSKLFDO��LGHRORJLFDO�DQG�PHWDSK\VLFDO��3HUKDSV�WKDW�LV�RQH�RI��LI�QRW��WKH�PRVW�LPSRUWDQW�DVSHFWV�RI�DQ\�3K�'��UHVHDUFK�SURJUDPPH�
3HUVRQDO�DFNQRZOHGJHPHQWV7KHUH DUH�D�JUHDW�QXPEHU�RI�SHRSOH�WR�ZKRP�,�RZH�D�FRQVLGHUDEOH�GHEW�RI�JUDWLWXGH�IRU�DOO�WKDW�,� KDYH� OHDUQW� DQG� H[SHULHQFHG� DFDGHPLFDOO\� RYHU� WKH� ODVW� WHQ�\HDUV��0\� WZR�SURPRWHUV�� -DQ�.ODDVVHQ� DQG� 3DXO� -DQVHQ�� DOORZHG�PH� WKH� RSSRUWXQLW\� WR� UHIOHFW� RQ� DQG� TXHVWLRQ�PXFK� RI�ZKDW� LV� WUDGLWLRQDOO\� WDNHQ� IRU�JUDQWHG� LQ� DFFRXQWLQJ� UHVHDUFK��)RU� WKDW�� DQG� WKHLU�FRQWLQXHG�VXSSRUW��ERWK�ILQDQFLDO�DQG�RWKHUZLVH��RYHU�WKH�\HDUV��,�DP�GHHSO\�JUDWHIXO��7R�P\�FROOHDJXHV�DW�WKH�'HSDUWPHQW�RI�$FFRXQWLQJ�DW�WKH�9ULMH 8QLYHUVLWHLW�$PVWHUGDP ,�VKRXOG�OLNH�WR�H[SUHVV�P\�DSSUHFLDWLRQ�IRU�WKHLU�LQWHUHVW�DQG�VXSSRUW��,�DP�SDUWLFXODUO\�JUDWHIXO�WR�.HHV�&DPIIHUPDQ�IRU�KLV�PXFK�YDOXHG�FRPPHQWV�DQG�DQDO\VLV�WKURXJKRXW�WKH�OLIH�RI�WKH�3K�'��SURMHFW��0\�WLPH�DW�1,95$�������WR�������JDYH�PH�D�JUHDW�GHDO�RI�SOHDVXUH��1,95$¶V�ILQDQFLDO�DQG�DGPLQLVWUDWLYH�VXSSRUW�ZDV�D�NH\�IDFWRU�LQ�WKH�FRQWLQXDQFH�RI�P\�VWD\�LQ�WKH�1HWKHUODQGV��,Q�WKLV� UHVSHFW�� ,� ZRXOG� OLNH� WR� DFNQRZOHGJH� WKH� IULHQGVKLS� DQG� VXSSRUW� ,� UHFHLYHG� IURP� WKH�PDQDJHPHQW� DQG� VWDII� DW�1,95$�� SDUWLFXODUO\� WKH� ODWH�&HHV�'XEEHOG��:LP�0ROHYHOG��7RQ�YDQ�:LHOLQN��:LOOHP�9HUKRRJ��$QGUp�:HUULQJ��DQG�+DQV�3ULNNHQ��,�VKRXOG�DOVR�OLNH�WR�SD\�SDUWLFXODU� WKDQNV� WR�1DQF\�.DPS�5RHODQGV�ZLWK�ZKRP� ,�KDG� WKH�SOHDVXUH�RI�ZRUNLQJ�RQ� D�QXPEHU�RI�1,95$�SXEOLFDWLRQV��0\� DVVRFLDWLRQ�ZLWK� WKH�/LPSHUJ� ,QVWLWXXW� KDV� EHHQ� D� VRXUFH�RI� VXVWDLQHG� MR\�� ,� DP�GHHSO\�JUDWHIXO� WR�+DQV�%ORNGLMN��(G�%URH]H��-RVp�/RXUHQV��(UQLWD�3IDII�DQG�0DUFHOOH�:HLVIHOW� IRU�WKH�PDQ\�HQMR\DEOH�\HDUV�DW�:HHUGHVWHLQ����DQG�ODWHU�DW�9DQ�/HLMHQEHUJKODDQ����F��,�ZLVK�WR�SD\�VLQJXODU�WKDQNV�WR�5RHO�6RHWLQJ�DQG�)UHG�'ULHsQKXL]HQ�IRU�WKHLU�FORVH�SHUVRQDO�IULHQGVKLS�DQG�DUGHQW�VXSSRUW�RYHU�WKH�ODVW�WHQ�\HDUV��ZLWKRXW�ZKLFK�WKH�MRXUQH\�ZRXOG�KDYH�EHHQ�PXFK�PRUH�GLIILFXOW�DQG�IDU�OHVV�DJUHHDEOH�
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7KHUH�DUH�PDQ\�SHUVRQV�ZKR�KDYH�EHHQ�GLUHFWO\�LQYROYHG�LQ�WKH�3K�'��UHVHDUFK�SURMHFW�LWVHOI�DQG�ZKRVH�DVVLVWDQFH�ZDV�FUXFLDO�WR�LWV�VXFFHVVIXO�FRQFOXVLRQ��,Q�WKLV�FRQQHFWLRQ��,�ZRXOG�OLNH�WR�WKDQN�WKH�PHPEHUV�RI�WKH�UHDGLQJ�FRPPLWWHH�IRU�WKHLU�FRPPHQWV�RQ�WKH�ILQDO�GUDIW��,�ZRXOG�DOVR� OLNH� WR�H[SUHVV�P\�VLQFHUH�DSSUHFLDWLRQ� WR�P\�WHDP�RI�FRQWHQW�DQDO\VWV��$QMD�%DYHODDU��&ODUD�&UDYRV��0DULRQ� GH�*UDDI� DQG�0DUFHOOH�:HLVIHOW��0DUFHO�8UVHP�ZDV� DOVR� SDUW� RI�P\�WHDP� DQG� GHVHUYHV� D� VSHFLDO� WKDQNV� IRU�KLV�ZRUN LQ�REWDLQLQJ WKH�YDVW� QXPEHU�RI� FRUSRUDWH�UHSRUWV�ZKLFK�FDPH�WR�RFFXS\�HYHU\�LQFK�RI�VSDUH�VSDFH�DW�WKH�/,¶V�RIILFHV� ,�DP�DOVR�JUHDWO\�LQGHEWHG�WR�3HWHU�'HNNHU�IRU�KLV�LQYDOXDEOH�DVVLVWDQFH�DQG�DGYLFH�LQ�DOO�PDWWHUV�VWDWLVWLFDO�DQG�WR�0DGHOHLQH +HUW]EHUJHU�DQG�KHU�VWDII�DW�WKH�1,5$�OLEUDU\�IRU�GRLQJ�VXFK�D�ZRQGHUIXO�MRE�LQ�ILOOLQJ�P\�PDQ\�UHTXHVWV�IRU�ERRNV�DQG�MRXUQDO�SDSHUV��,�ZRXOG�DOVR�OLNH�WR�DFNRZOHGJH�WKH�FRQWULEXWLRQ�RI�DOO�WKH�FRPSDQLHV�DQG�HQYLURQPHQWDO�RUJDQL]DWLRQV�WKDW�FKRVH�WR�SDUWLFLSDWH�LQ�WKH�SURMHFW�E\�SURYLGLQJ�FRSLHV�RI�WKHLU�UHSRUWV�DQG�RU�FRPSOHWLQJ�WKH�VXUYH\�TXHVWLRQQDLUHV��7KH� FR�RSHUDWLRQ� DQG� VXSSRUW� RI� DOO� WKH� LQGLYLGXDOV� FRQFHUQHG� LV� YHU\�PXFK� DSSUHFLDWHG�� ,�VKRXOG�DOVR�OLNH�WR�WKDQN�DOO�WKRVH�ZKR�ZHUH�NLQG�HQRXJK�WR�FRPPHQW�RQ�GUDIW�FKDSWHUV�RI�WKH�WKHVLV��QRWDEO\��$PDQGD�%DOO��1DQF\�.DPS�5RHODQGV��'DYH�2ZHQ��0DULD�5RVD�5RYLUD�9DO��-HIIUH\�8QHUPDQ�DQG�'DYLG�:RRGZDUG��7KH�ILQDQFLDO�DQG�DGPLQLVWUDWLYH�VXSSRUW�RI�WKH�)UHH�8QLYHUVLW\�� WKH� /,� DQG� 5R\DO� 1,95$� LV� DOVR� DSSUHFLDWLYHO\� DFNQRZOHGJHG�� $OO� YLHZV�H[SUHVVHG� LQ� WKH� VWXG\�DQG�DQ\�UHPDLQLQJ�HUURUV��RI�FRXUVH�� UHPDLQ� WKH� UHVSRQVLELOLW\�RI� WKH�DXWKRU�7KHUH�DUH�DOVR�PDQ\�LQGLYLGXDOV�ZKR�KDYH�SOD\HG�D�SDUW��ERWK�ODUJH�DQG�VPDOO��LQ�DVVLVWLQJ�PH�DORQJ�WKH�ZD\��)RU�WKHLU�SHUVRQDO�WLPH�DQG�VXSSRUW��,�VKRXOG�OLNH�WR�VSHFLILFDOO\�DFNQRZOHGJH�P\�JUDWLWXGH� WR�5RJHU�$GDPV��&KULV�1REHV�DQG�0LFKDHO 3RZHU�� ,� VKRXOG�DOVR�OLNH�WR� WKDQN�6DVNLD�6ORPS�IRU�KHU�KHOS�LQ�WKH�YHU\�HDUO\�VWDJHV�RI�P\�PRYH�WR�$PVWHUGDP�DQG�FRQWLQXHG�VXSSRUW�RYHU�WKH�\HDUV��,�ZRXOG�OLNH�WR�SD\�DQ�H[FHSWLRQDO�DFNQRZOHGJPHQW�WR�5RE�*UD\�DQG�'DYH�2ZHQ��7KH�GHSHQGDEOH�VXSSRUW�RI�WKHVH�WZR�VWDOZDUWV�RI�FRUSRUDWH�VRFLDO�UHVSRQVLELOLW\��&65HVS�� DQG� FRUSRUDWH� VRFLDO� DQG� HQYLURQPHQWDO� UHSRUWLQJ� �&65�� KDV� EHHQ� D� VRXUFH� RI�HQRUPRXV�VWUHQJWK�RYHU�WKH SDVW�WHQ�\HDUV��:LWKRXW�LW��,�ZRXOG�KDYH�JLYHQ�XS�WKH�JKRVW�ORQJ�DJR��5RE�*UD\� LQ�SDUWLFXODU�GHYRWHG�D�FRQVLGHUDEOH�DPRXQW�RI� WLPH�DQG�HQHUJ\� LQ� WKH�HDUO\�\HDUV� WR� IRVWHULQJ� P\� GHHSHU� DQG� PRUH� FULWLFDO� XQGHUVWDQGLQJ� RI� VFLHQFH� LQ� JHQHUDO� DQG�DFFRXQWLQJ� LQ SDUWLFXODU�� DV� ZHOO� DV� RIIHULQJ�PXFK�YDOXHG� FRPPHQWV� DQG� FULWLFLVPV� RQ� WKH�ILQDO�GUDIW�RI�WKH�WKHVLV��7KLV�LV�D�GHEW�,�FDQ�QHYHU�UHSD\��7KURXJK�7KH�&HQWUH�IRU�6RFLDO�DQG�(QYLURQPHQWDO�$FFRXQWLQJ�5HVHDUFK �&6($5�� DQG�SDUWLFXODUO\� WKH� DQQXDO�&6($5�6XPPHU�6FKRROV ,� ZDV� IRUWXQDWH� HQRXJK� WR� PDNH� FRQWDFW� ZLWK� PDQ\� OLNH�PLQGHG� LQGLYLGXDOV��3DUWLFXODUO\�� ,� ZRXOG� OLNH� WR� WKDQN� 3DVFDOH� $QWRQ�� -DQ� %HEELQJWRQ�� )UDQN� %LUNLQ�� 'DYLG�&DPSEHOO�� 'DYLG�&ROOLVRQ�� &ROLQ�'H\��$QRXN YDQ�+HHUHQ��&DUORV� /DUULQDJD�� /LQGD�/HZLV��%UHQGDQ�2¶'Z\HU�DQG�,DQ�7KRPVRQ��$�YHU\�VSHFLDO�WKDQNV�DOVR�JRHV�WR�6XH�*UD\�RI�&6($5�IRU�KHU�DWWHQWLYH�DVVLVWDQFH�RQ�VR�PDQ\�RFFDVLRQV�RYHU�WKH�\HDUV�)LQDOO\��,�VKRXOG�OLNH�WR�WKDQN�P\�IDPLO\�DQG�FORVH�IULHQGV�IRU�MXVW�EHLQJ�WKHUH�
&-+0RXOLQ�G¶+DOMRX[��&LQH\'HFHPEHU���������
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1RWHV�IRU�UHDGHUV
7KLV�ERRN�ZDV�D�FKDOOHQJH�WR�FRQFHLYH��D�FKDOOHQJH�WR�UHVHDUFK�DQG�D�FKDOOHQJH�WR�ZULWH��$V�D�UHVXOW�� LW� LV� QRW� DQ� HDV\� UHDG��0DQ\�RI� WKHVH� FKDOOHQJHV� VWHP� IURP� WKH� IDFW� WKDW� WKH� VXEMHFW�PDWWHU� RI� P\� WKHVLV�� FRUSRUDWH HQYLURQPHQWDO� GLVFORVXUH� �&('��� LV� H[SORUHG� IURP� VHYHUDO�GLIIHUHQW� WKHRUHWLFDO� SHUVSHFWLYHV�� ,Q�GRLQJ� VR�� WKLV�JLYHV� ULVH� WR�ZKDW� DUH� WHUPHG� µSDUDGLJP�GLVWLQFWLRQV¶��ZKLFK�UHPDLQ�D�FHQWUDO�DQG�FULWLFDO�IHDWXUH�WKURXJKRXW�WKH�ERRN��7KHVH�GLIIHUHQW�SHUVSHFWLYHV�UHSUHVHQW�DOWHUQDWLYH�YLHZV�RI�UHDOLW\��RQWRORJ\���WKH�IRUPV�RI�NQRZOHGJH�WKDW�DUH�SRVVLEOH��HSLVWHPRORJ\���DQG�WKH�PHWKRGV�RI�UHVHDUFK�WKDW�DUH�XVHG�IRU�WKH�DFTXLVLWLRQ�RI�WKDW�NQRZOHGJH��PHWKRGRORJ\���7KHVH�WKUHH�SKLORVRSKLFDO�LVVXHV�DUH�LQWHUUHODWHG�ZLWK�RQH�DQRWKHU��PHWKRGRORJ\� EHLQJ� GHULYHG� IURP� HSLVWHPRORJ\� ZKLFK�� LQ� WXUQ�� LV� GHWHUPLQHG� E\� RQWRORJ\��7KXV�� LQ� RUGHU� WR� XQGHUVWDQG� WKH� SHUVSHFWLYH� RI� GLIIHUHQW� WKHRULHV� WKDW� VLW� ZLWKLQ� GLIIHUHQW�SDUDGLJPV��LW�LV�QHFHVVDU\�WR�KDYH�DQ�XQGHUVWDQGLQJ�RI�WKHVH�GLIIHUHQW�SKLORVRSKLFDO�LVVXHV�7KH� FRPSOH[LWLHV� DQG� FKDOOHQJHV� GR� QRW� HQG� WKHUH�� 7KHRULHV� UHSUHVHQW� DEVWUDFW� YHUVLRQV� RI�UHDOLW\��6RFLDO�VFLHQWLVWV�VFDOH�GRZQ�WKH�FRPSOH[LWLHV�RI�WKH�VRFLDO�ZRUOG�WKH\�VHHN�WR�H[SODLQ�DQG�XQGHUVWDQG�WKURXJK�WKH�XVH�RI D�FDUHIXOO\�VHOHFWHG�QH[XV�RI�DVVXPSWLRQV��PDQ\�RI�ZKLFK�DUH�RIWHQ�WDNHQ�IRU�JUDQWHG�EXW�ZKLFK�FDQ�KDYH�D�VLJQLILFDQW�LQIOXHQFH�RYHU�QRW�RQO\�ZKDW�LV�VWXGLHG�EXW� DOVR�ZKDW� LV� UHYHDOHG�E\� WKRVH� VWXGLHV��0RUH� LPSRUWDQWO\��SHUKDSV��PDQ\�RI� WKH�SKLORVRSKLFDO�LVVXHV�DQG�HPEHGGHG�DVVXPSWLRQV�DUH�DEVHQW�IURP�PXFK�RI�SXEOLVKHG�UHVHDUFK��0RVW�VFLHQWLILF�MRXUQDOV�DUH�WKHPVHOYHV�ZHGGHG�WR�D�SDUWLFXODU�SDUDGLJP�DQG�WKHUHIRUH�WKHUH�LV�D� SUHVXPSWLRQ� WKDW� LW� LV� XQQHFHVVDU\� WR� DGGUHVV� LVVXHV�ZKLFK� DUH� REYLRXV� WR� WKH� HGLWRU�� WKH�HGLWRULDO� ERDUG� DQG� WKRVH� ZKR� QRUPDOO\� UHDG� WKH� MRXUQDO�� +RZHYHU�� VFLHQWLILF� ZRUN� WKDW�HPSOR\V� GLIIHUHQW� WKHRUHWLFDO� SHUVSHFWLYHV� WR� H[SODLQ� WKH� VDPH� SKHQRPHQRQ� EULQJV� WKHVH�SKLORVRSKLFDO� LVVXHV� DQG� HPEHGGHG� DVVXPSWLRQV� WR� WKH� VXUIDFH�� ,Q� VKRUW�� LW� EHFRPHV�LPSRVVLEOH� WR� LJQRUH�WKHP��7KLV�ERRN�WKHUHIRUH�FRYHUV�D�EURDGHU�UDQJH�RI�SKLORVRSKLFDO�DQG�WKHRUHWLFDO� LVVXHV� DQG� DVVXPSWLRQV� WKDQ� PLJKW� QRUPDOO\� EH� IRXQG� LQ� D� VLQJOH� SLHFH� RI�SXEOLVKHG� UHVHDUFK�� $V� D� UHVXOW�� WKHUH� DUH� ORWV� RI� UHIHUHQFHV� �QRWH�� PXOWLSOH� UHIHUHQFHV� DUH�SUHVHQWHG�LQ�DOSKDEHWLFDO�UDWKHU�WKDQ�FKURQRORJLFDO�RUGHU��DQG�IRRWQRWHV�WR�HDFK�FKDSWHU��,�DP�DZDUH� WKDW� WKLV� GLVUXSWV� WKH� IORZ� DQG� FDQ� EH� DQQR\LQJ� WR� VRPH� UHDGHUV�� 7KH� IRRWQRWHV��KRZHYHU�� KDYH� DQ� LPSRUWDQW� SXUSRVH�� $SDUW� IURP� LOOXVWUDWLQJ� P\� RZQ� DWWHPSWV� DW�XQGHUVWDQGLQJ� WKH� VXEMHFW� PDWWHU�� PRUH� LPSRUWDQWO\� WKH\� VHUYH� WR� GUDZ� DWWHQWLRQ� WR� LVVXHV�ZKLFK�VKRXOG�QRW�EH�RYHUORRNHG�DQG�EULQJ�DOWHUQDWLYH�YLHZSRLQWV�WR�WKH�UHDGHU¶V�DWWHQWLRQ�,� KDYH� DOVR� WULHG� P\� EHVW� WR� DYRLG� VRPH� RI� WKH� FRPSOLFDWHG�� FRQIXVLQJ� DQG� IUXVWUDWLQJO\�SUHWHQWLRXV� ODQJXDJH�WKDW�DSSHDUV� LQ�PDQ\�SXEOLVKHG�DFDGHPLF�UHVHDUFK�SDSHUV��0\�DLP KDV�EHHQ� WR� WU\� WR� XQGHUVWDQG� LVVXHV� IRU�P\VHOI� EHIRUH� DWWHPSWLQJ� WR� H[SODLQ� WKHP� WR�RWKHUV�� ,Q�GRLQJ� VR� ,� KDYH� WR� ZRUN� ZLWKLQ� P\� RZQ LQWHOOHFWXDO� OLPLWV�� 7KHUH� DUH� PDQ\� LVVXHV� WKDW� ,�VLPSO\� ILQG�YHU\�GLIILFXOW� WR�XQGHUVWDQG� DQG� LVVXHV�ZKLFK� ,� KDYH� VNLPPHG�RYHU��RPLWWHG�RU�UXQ� DZD\� IURP�VLPSO\�EHFDXVH� ,� GLG�QRW� KDYH� WKH� LQFOLQDWLRQ�� WLPH�DQG�RU�HQHUJ\� WR�SXUVXH�WKHP� IXUWKHU�� <HW�� HYHQ�ZKHQ� ,� WKLQN� ,� XQGHUVWDQG� VRPHWKLQJ�� DQG� QRQH� RI� XV� FDQ� HYHU� EH�FHUWDLQ�ZH�GR�UHDOO\�XQGHUVWDQG�DQ\WKLQJ�� WKH� LVVXH�UHPDLQV�XQVHWWOHG�DQG�XQUHVROYHG� LQ�P\�PLQG�� $FDGHPLF� UHVHDUFK�� OLNH� VR� PDQ\� RWKHU� DVSHFWV� RI� OLIH�� LV� QRW� D� MRXUQH\� WR� WKH�PRXQWDLQWRS�EXW�D FRQVWDQW��QHYHU�HQGLQJ�OHDUQLQJ�SURFHVV�



[L

/LVW�RI�LOOXVWUDWLRQV
7DEOHV��� 7KH�UHVHDUFK�TXHVWLRQV ����� 7KH�UHVHDUFK�DSSURDFK�E\�VWDJHV ����� &RQWUDVW�EHWZHHQ�SRVLWLYLVW�DQG�LQWHUSUHWLYH�DSSURDFKHV�WR�UHVHDUFK ����� &DWHJRULVDWLRQ�RI�6RFLDO�DQG�(QYLURQPHQWDO�$FFRXQWLQJ�DQG�µ$XGLWV¶ ����� 'HILQLWLRQ�RI�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH��&('� ����� ([DPSOHV�RI�HQYLURQPHQWDO�GLVFORVXUH�UHTXLUHG�XQGHU�H[LVWLQJ�DFFRXQWLQJ�UXOHV ����� $�W\SRORJ\�RI�DSSURDFKHV�WR�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ ����� ,6$5�UHFRPPHQGDWLRQV�IRU�DFFRXQWLQJ�DQG�UHSRUWLQJ�RI�HQYLURQPHQWDO�PHDVXUHV ����� ,QWHUQDWLRQDO�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH�DQG�UHSRUWLQJ�UHTXLUHPHQWV ����� 3RVVLEOH�µPRWLYHV¶�IRU�YROXQWDU\�HQYLURQPHQWDO�GLVFORVXUH�DQG�QRQ�GLVFORVXUH ����� %URDG�VWUHDPV�RI�&65HVS�DQG�&65�UHVHDUFK ����� (XURSHDQ VXUYH\V�RI�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH ����� ,QWHUQDWLRQDO�VXUYH\V�RI�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ ����� (PSLULFDO��VWDWLVWLFDO��VWXGLHV�RI�&65�&('�DQG�FRUSRUDWH�FKDUDFWHULVWLFV ����� 7KH�UHJXODWLRQ±UDGLFDO�FKDQJH�GLPHQVLRQ ������ 'RPLQDQW�PHWDWKHRUHWLFDO DVVXPSWLRQV��IXQFWLRQDOLVW�DQG�LQWHUSUHWLYH�SDUDGLJPV ������ 6RPH�NH\�PHWD�WKHRUHWLFDO�DQG�WKHRUHWLFDO�DVSHFWV�RI�IRXU�DFFRXQWLQJ�WKHRULHV ������ .H\�HOHPHQWV�RI�HFRQRPLF�DJHQF\�WKHRU\ ������ $OWHUQDWLYH�YLHZV�RQ�WKH�VRFLR�HFRQRPLF�VWUXFWXUH�RI�VRFLHW\ ������ &RPSDULVRQ�RI�WKH�HFRQRPLF�DJHQF\�DQG�PDQDJHULDO�VWDNHKROGHU�SHUVSHFWLYHV ������ $VSHFWV�RI�OHJLWLPDF\ ������ (VVHQWLDO�HOHPHQWV�RI�WKH�ERXUJHRLV�PRGHO�RI�RUJDQL]DWLRQDO�OHJLWLPDF\�WKHRU\ ������ 3ULRU�&65�VWXGLHV�LQYROYLQJ�OHJLWLPDF\�WKHRU\ ������ 6HYHQ�WHVWDEOH�GLPHQVLRQV�DQG����FRQWHQW�FDWHJRULHV�RI�HQYLURQPHQWDO�GLVFORVXUH ������ 6DPSOH�RI�FRPSDQLHV�E\�JHRJUDSKLFDO�UHJLRQ�DQG�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\ ������ 6DPSOH�SRSXODWLRQ�E\�VL]H ������ 6HOHFWHG�LQGXVWU\�VHFWRUV ������ 6XPPDU\�RI�WRWDO�QXPEHU�RI�UHSRUWV�E\�W\SH�DQG�\HDU ������ 6XPPDU\�RI�UHSRUWV�E\�LQGXVWU\�VHFWRU ������ )LUVW�FRUSRUDWH�HQYLURQPHQW�UHSRUW�E\�VDPSOH�FRPSDQLHV ������ 5HVSRQVHV�WR�FRPSDQ\�TXHVWLRQQDLUH�E\�FRXQWU\�UHJLRQ ������ 5HVSRQVHV�WR�TXHVWLRQQDLUH�WR�FRPSDQLHV�E\�LQGXVWU\�VHFWRU�DQG�FRXQWU\�UHJLRQ ������� 5HVSRQVHV�WR�FRPSDQ\�TXHVWLRQQDLUH�E\�SRVLWLRQ�RI�UHVSRQGHU ������� 5HVSRQVHV�WR�(1*2�TXHVWLRQQDLUH�E\�FRXQWU\ ���
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(65$ (XURSHDQ�6XVWDLQDELOLW\�5HSRUWLQJ�$ZDUGV(8 (XURSHDQ�8QLRQ)$6% )LQDQFLDO�$FFRXQWLQJ�6WDQGDUGV�%RDUG)&$ )XOO�FRVW�DFFRXQWLQJ)(( )pGpUDWLRQ�GHV�([SHUWV�&RPSWDEOHV�(XURSpHQV��)HGHUDWLRQ�RI�(XURSHDQ�$FFRXQWDQWV�)56 )LQDQFLDO�5HSRUWLQJ�6WDQGDUG)R( )ULHQGV�RI�WKH�(DUWK)5& )LQDQFLDO�5HSRUWLQJ�&RXQFLO)56 )LQDQFLDO�5HSRUWLQJ�6WDQGDUG)6& )RUHVWU\�6WHZDUGVKLS�&RXQFLO*$$3 *HQHUDOO\�$FFHSWHG�$FFRXQWLQJ�3UDFWLFH*$77 *HQHUDO�$JUHHPHQW�RQ�7DULIIV�DQG�7UDGH*5, *OREDO�5HSRUWLQJ�,QLWLDWLYH*02 *HQHWLFDOO\�PRGLILHG�RUJDQLVPV+6( +HDOWK��6DIHW\�	�(QYLURQPHQW,$3& ,QWHUQDWLRQDO�$XGLWLQJ�3UDFWLFHV�&RPPLWWHH,$6 ,QWHUQDWLRQDO�$FFRXQWLQJ�6WDQGDUG,$6% ,QWHUQDWLRQDO�$FFRXQWLQJ�6WDQGDUGV�%RDUG��SUHYLRXVO\�,$6&�,$6& ,QWHUQDWLRQDO�$FFRXQWLQJ�6WDQGDUGV�&RPPLWWHH,$6% ,QWHUQDWLRQDO�$FFRXQWLQJ�6WDQGDUGV�%RDUG,&$(: ,QVWLWXWH�RI�&KDUWHUHG�$FFRXQWDQWV�LQ�(QJODQG�DQG�:DOHV,&& ,QWHUQDWLRQDO�&KDPEHU�RI�&RPPHUFH,)$& ,QWHUQDWLRQDO�)HGHUDWLRQ�RI�$FFRXQWDQWV,)56V ,QWHUQDWLRQDO�)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV,*2 ,QWHUQDWLRQDO�*RYHUQPHQWDO�2UJDQL]DWLRQ,,6' ,QWHUQDWLRQDO�,QVWLWXWH�IRU�6XVWDLQDEOH�'HYHORSPHQW,6($ ,QVWLWXWH�RI�6RFLDO�DQG�(WKLFDO�$FFRXQWDELOLW\,62 ,QWHUQDWLRQDO�6WDQGDUGV�2UJDQL]DWLRQ/(6 /HVV�HQYLURQPHQWDOO\�VHQVLWLYH067 0DQDJHULDO�6WDNHKROGHU�7KHRU\0'	$� 0DQDJHPHQW¶V�'LVFXVVLRQ�DQG�$QDO\VLV�RI�)LQDQFLDO�&RQGLWLRQ�DQG�5HVXOWV�RI�2SHUDWLRQV06) 0pGHFLQV�6DQV�)URQWLqUHV1$)7$ 1RUWK�$PHULFDQ�)UHH�7UDGH�$JUHHPHQW1*2 1RQ�*RYHUQPHQWDO�2UJDQL]DWLRQ139 1HW�3UHVHQW�9DOXH2(&' 2UJDQL]DWLRQ�IRU�(FRQRPLF�&R�RSHUDWLRQ�DQG�'HYHORSPHQW2)5 2SHUDWLQJ�DQG�)LQDQFLDO�5HYLHZ2/7 2UJDQL]DWLRQDO�/HJLWLPDF\�7KHRU\�25 2WKHU�5HSRUW��FRUSRUDWH�3$7 3RVLWLYH�$FFRXQWLQJ�7KHRU\3%,7 3URILW�EHIRUH�LQWHUHVW�DQG�WD[3($7 3ROLWLFDO�HFRQRP\�RI�DFFRXQWLQJ�WKHRU\3(5, 3XEOLF�(QYLURQPHQWDO�5HSRUWLQJ�,QLWLDWLYH353V 3RWHQWLDOO\�5HVSRQVLEOH�3DUWLHV37$ 3RVLWLYH�7KHRU\�RI�$JHQF\6$ 6RFLDO�DFFRXQWLQJ6($� 6RFLDO�DQG�HQYLURQPHQWDO�DFFRXQWLQJ6($/ 6RFLDO�DQG�HQYLURQPHQWDO�DFFRXQWLQJ�OLWHUDWXUH
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&KDSWHU��3UHOLPLQDULHV
7KH� >HQYLURQPHQWDO@� DJHQGD� LV� GHDG� HDV\�� DV� DOZD\V�� LW� ZLOO� EH� PRUDO� DQG�VRFLDO� DFFRXQWDELOLW\�� UHVSRQVLELOLW\� DQG� RSHQQHVV�� ,W� ZLOO� DOZD\V� HPEUDFH�HWKLFV��MXVWLFH�«�GHPRFUDF\�>DQG@�SHRSOH¶V�UHVSRQVLELOLW\�WR�HDFK�RWKHU��«�$V�JRYHUQPHQWV�EHFRPH�OHDQHU�DQG�OHVV�VRFLDOO\�UHVSRQVLEOH��DQG�FHGH�SRZHU�WR�FRPSDQLHV�DQG�WKH�SULYDWH�VHFWRU��VR�WKH�FLYLO�VRFLHW\�ZLOO�VFUDWFK�DURXQG�IRU�RUJDQL]DWLRQV� WR� WUXVW� DQG� UHVSHFW�� 5HVSRQVLEOH� HQYLURQPHQWDOLVP�� RU�VRPHWKLQJ� WKDW� IXOO\� HPEUDFHV� WKH� GHEDWH� DERXW� QDWXUH� DQG� LWV� UHVRXUFHV��EHFRPHV� WKH� RQO\� LQWHOOHFWXDO� RSWLRQ� RXWVLGH� HYLGHQWO\� IDLOLQJ� FDSLWDOLVP�DQG�IDWDOO\�IODZHG�FRPPXQLVP -RKQ�9LGDO��������S���

��� ,QWURGXFWLRQ7KH� VXEMHFW� PDWWHU� RI� WKLV� WKHVLV� LV� FRUSRUDWH� HQYLURQPHQWDO� GLVFORVXUH� DQG� UHSRUWLQJ��KHUHDIWHU��&('�� E\�ODUJH�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�RYHU�WKH�VHYHQ�\HDU�SHULRG�IURP������ WR� ������ 7KHVH� \HDUV� DUH� VLJQLILFDQW�� UHSUHVHQWLQJ� D� WLPH� GXULQJ� ZKLFK� WKH� ZRUG�µHQYLURQPHQW¶�DWWDLQHG�PDLQVWUHDP�HFRQRPLF��VRFLDO�DQG�SROLWLFDO�VWDWXV��7KH�ZRUN�LV�QRW�RQO\�ORQJLWXGLQDO� EXW� DOVR� FURVV�VHFWLRQDO�� FRYHULQJ� D�YDULHW\�RI� LQGXVWU\� VHFWRUV��7KH�QDWXUH� DQG�FDXVHV�RI�&('�DUH�LQYHVWLJDWHG�E\�HPSOR\LQJ�WKUHH�WKHRULHV��HDFK�RIIHULQJ�D�GLIIHUHQW�µOHQV¶�WKURXJK�ZKLFK� WR�H[SORUH��SUHGLFW�DQG�H[SODLQ�YDULDWLRQV� LQ� WKH�YROXPH�RI�&('�ERWK�DFURVV�ILUPV�DQG�RYHU�WLPH��7KHVH�WKUHH�WKHRULHV�DUH�FRPSDUHG�DQG�FRQWUDVWHG�ZLWKLQ�DQ�RYHUDUFKLQJ�PHWD�WKHRUHWLFDO� IUDPHZRUN�ZKLFK� HPSOR\V�%XUUHOO� DQG�0RUJDQ¶V� ������� VHPLQDO�ZRUN� RQ�VRFLRORJLFDO� SDUDGLJPV� WR� DQDO\VH� WKH� RQWRORJLFDO�� HSLVWHPRORJLFDO�� PHWKRGRORJLFDO� DQG�KXPDQ� QDWXUH� DVSHFWV� RI� HDFK� WKHRU\��$Q� XQGHUVWDQGLQJ� RI� WKHVH�PHWD�WKHRUHWLFDO� LVVXHV� LV�VHHQ� DV� FUXFLDO� IRU� D� SURSHU� FRPSUHKHQVLRQ� RI� WKH� UROH� SOD\HG� E\� WKHRULHV� LQ� VRFLDOO\�FRQVWUXFWLQJ�DQ�LPDJH�RI�WKH�ZRUOG�ZLWKLQ�ZKLFK�ODUJH�FRUSRUDWLRQV� RSHUDWH�DQG�RI�KRZ�DQG�ZK\� &('� LV� HPSOR\HG� E\� WKH� H[HFXWLYH� RI� WKHVH� FRUSRUDWLRQV� WRZDUGV� VRPH� VSHFLILF��HFRQRPLF��VRFLDO�DQG�RU�SROLWLFDO�HQG�7KH� ILUVW� RI� WKHVH� WKUHH� WKHRULHV�� HFRQRPLF� DJHQF\� WKHRU\� �KHUHDIWHU�� ($7��� IRFXVHV� RQ� WKH�HFRQRPLF QDWXUH� RI� WKH� ILUP� DQG� WKH� µDJHQF\� SUREOHP¶� WKDW� SHUVLVWV� LQ� ODUJH� FRUSRUDWLRQV�ZKHUH� RZQHUVKLS� LV� GLIIXVHG� DQG� VHSDUDWHG� IURP� FRQWURO�� 0DQDJHULDO� VWDNHKROGHU� WKHRU\��KHUHDIWHU�� 067��� WDNHV� D� ZLGHU� VRFLR�HFRQRPLF SHUVSHFWLYH�� GUDZLQJ� RQ� WKH� PDQDJHULDO�PRGHO�RI� VWDNHKROGHU� WKHRU\�XQGHU�ZKLFK� VHQLRU�PDQDJHPHQW� LV� VHHQ�DV� VWULYLQJ� WR�PDQDJH�FRQIOLFWLQJ� VRFLR�HFRQRPLF� UHODWLRQVKLSV� EHWZHHQ� WKH� RUJDQL]DWLRQ¶V� YDULRXV� LQWHUQDO� DQG�H[WHUQDO�VWDNHKROGHUV��7KHVH�UHODWLRQVKLSV�DUH�H[SORUHG�ZLWKLQ�D QHR�SOXUDOLVW�YLVXDOLVDWLRQ�RI�PRGHUQ�� OLEHUDO� HFRQRPLF� GHPRFUDFLHV�� 2UJDQL]DWLRQDO� OHJLWLPDF\� WKHRU\� �KHUHDIWHU�� 2/7���EURDGHQV� WKLV� DQDO\VLV� VWLOO� IXUWKHU� E\� WDNLQJ� D� VRFLR�SROLWLFDO SHUVSHFWLYH� WR� H[SORUH� KRZ�PDQDJHPHQW¶V� XVH� RI� &('� PD\� EH� H[SODLQHG� E\ UHIHUHQFH� WR� VRFLDO� YDOXHV�� DWWLWXGHV� DQG�QRUPV� ZLWKLQ� VRFLHW\�� $� IRXUWK� WKHRU\�� SROLWLFDO� HFRQRP\� RI� DFFRXQWLQJ� WKHRU\� �KHUHDIWHU��3($7��� LV� HPSOR\HG� LQ� D� VXSSOHPHQWDU\� FDSDFLW\�� SXOOLQJ� EDFN� WKH� OHQV� RI� DQDO\VLV� HYHQ�
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IXUWKHU�WR�SURYLGH�D�UDGLFDO��0DU[LDQ�LQWHUSUHWDWLRQ�RI�WKH�FKDQJHV�LQ�WKH�YROXPH�RI�&('�RYHU�WKH�SHULRG�RI�WKH�VWXG\��,Q�WKLV�FRQWH[W��3($7�LV�FRQFHUQHG�SULPDULO\�ZLWK�WKH�UROH�FRUSRUDWH�UHSRUWLQJ� SOD\V� LQ� SUHVHUYLQJ� H[LVWLQJ� SRZHU� DV\PPHWULHV� DQG� LQHTXDOLWLHV� RYHU� WKH�GLVWULEXWLRQ�RI�LQFRPH��ZHDOWK�DQG�SRZHU�ZLWKLQ�FDSLWDOLVW�VRFLHWLHV�DV�D�ZKROH�7KH�WKHVLV�DGRSWV�D�WHOHRORJLFDO FRQVWUXFWLRQ�WR�WKH�DSSOLFDWLRQ�RI�WKHVH�WKHRULHV�LQ�WKH�FRQWH[W�RI�&('��7KDW�LV��&('�LV�VHHQ�DV�WHOHRORJLFDO��WDNLQJ�SODFH�QRW�E\�DFFLGHQW�RU�FKDQFH�EXW�GXH�WR� WKH� XQGHUO\LQJ� SXUSRVH� RU� GHVLJQ� WKDW� LV� VHUYHG� E\� LW��� 7KXV�� PDQDJHULDO� EHKDYLRXU� LV�H[SODLQHG�LQ�WHUPV�RI�WKH�XQGHUO\LQJ�JRDO�ZKLFK�&('�LV�SHUFHLYHG�WR�UHLQIRUFH��ZKHWKHU�WKDW�JRDO� EH� WR� UHGXFH� DJHQF\� FRVWV� �($7��� WR�PDQDJH� GLYHUJHQW� VWDNHKROGHU� JURXSV� �067��� WR�PDLQWDLQ�RU�UHJDLQ�WKH�VWDWXV�RI�RUJDQL]DWLRQDO�OHJLWLPDF\�LQ�WKH�H\HV�RI�WKH�µUHOHYDQW�SXEOLFV¶��2/7��� RU� DV� SDUW� RI� WKH� DUVHQDO� RI� ODQJXDJH�� LPDJHV� DQG� UKHWRULF� XVHG� IRU� WKH� SXUSRVHV� RI�LPPDQHQW� OHJLWLPDWLRQ� DQG� VRFLDO� FRQVWUXFWLRQ� RI� SHUFHSWLRQV�WR� KLGH��P\VWLI\� DQG�PHGLDWH�WKH� µHQYLURQPHQWDO� FULVLV¶� EHWZHHQ� PRQH\� FDSLWDO� DQG� QDWXUH� �3($7��� 8VLQJ� WUDGLWLRQDO�K\SRWKHWLFR�GHGXFWLYH�UHVHDUFK�PHWKRGRORJ\��D�VHW�RI�K\SRWKHVHV�LV�GHYHORSHG�XVLQJ�WKH�WKUHH�PDLQ�WKHRULHV�FKRVHQ�IRU�WKH�VWXG\�RI�&('��($7��067�DQG�2/7���7KHVH�K\SRWKHVHV�GHVFULEH�SXWDWLYH� DVVRFLDWLRQV� EHWZHHQ� &('�� WKH� GHSHQGHQW� YDULDEOH�� DQG� WZR� RU�PRUH� LQGHSHQGHQW�YDULDEOHV�� ZKLFK� DUH� WHVWHG� XVLQJ� VWDWLVWLFDO� UHJUHVVLRQ� WHFKQLTXHV�� &('� LV� GHILQHG� DQG�FDSWXUHG� XVLQJ� D� IRUP� RI� FRQWHQW� DQDO\VLV WR� UHFRUG� WKH� YROXPH� RI� &('�ZKLFK� DSSHDUV� LQ�UHSRUWV� IRUPLQJ� SDUW� RI� D� FRUSRUDWLRQ¶V� UHJXODU� UHSRUWLQJ� F\FOH�� 7KH� DSSURDFK� VLJQLILFDQWO\�GHSDUWV� IURP� DQG� DGGV� WR� SULRU� UHVHDUFK� LQ� WKH� ILHOG� RI� FRUSRUDWH� VRFLDO� DQG� HQYLURQPHQWDO�UHSRUWLQJ� �KHUHDIWHU�� &65�� E\� LQFOXGLQJ� QRW� MXVW� WKH� DQQXDO� UHSRUW� DQG� DFFRXQWV� EXW� DOVR�FRUSRUDWH� VRFLDO� DQG� HQYLURQPHQW� UHSRUWV�� $� QXPEHU� RI� YDULDEOHV�� LQFOXGLQJ� SROLWLFDO�YLVLELOLW\�� LQGXVWU\� HQYLURQPHQWDO� VHQVLWLYLW\�� VWDNHKROGHU� LPSRUWDQFH�� HQYLURQPHQWDO�SHUIRUPDQFH� DQG� WKH� SHUFHSWLRQV� RI� DQG� FDPSDLJQV� E\� HQYLURQPHQWDO� SUHVVXUH� JURXSV�� DUH�HPSOR\HG�WR�WHVW�IRU�DQ�DVVRFLDWLRQ�EHWZHHQ�YDULDWLRQV�LQ�SUR[LHV�IRU�WKHVH�YDULDEOHV� DQG�WKH�YROXPH� RI� &('�� ,Q� DGGLWLRQ�� DQ� LQWHUSUHWLYH� DSSURDFK� LV� HPSOR\HG� ZLWK� HDFK� RI� WKH� IRXU�WKHRULHV�WR�H[SORUH�SRVVLEOH��DOWHUQDWLYH�DV�ZHOO�DV�FRPSOHPHQWDU\�H[SODQDWLRQV�IRU�WUHQGV�LQ�&('�RYHU�WKH�SHULRG�IURP������WR������7KH� UHPDLQGHU� RI� WKLV� FKDSWHU� LV� VWUXFWXUHG� DV� IROORZV�� 6HFWLRQ� ���� SURYLGHV� D� YHU\� EULHI�RYHUYLHZ�RI� WKH�UHODWLRQVKLS�EHWZHHQ�EXVLQHVV�DQG�VRFLHW\�LQ�WKH�FRQWH[W�RI�SXEOLF�FRQFHUQV�DERXW� WKH� VWDWH� RI� WKH� QDWXUDO� HQYLURQPHQW��� DQG� WKH� VSHFLILF� UROH�� ZKLFK� WKH� DFFRXQWDQF\�SURIHVVLRQ� SOD\V� LQ� WKDW� UHODWLRQVKLS�� )ROORZLQJ� VHFWLRQV� SURYLGH� DQ� RXWOLQH� RI� WKH� UHVHDUFK�SUREOHP� �6HFWLRQ� ������ WKH� UHVHDUFK� TXHVWLRQV� �6HFWLRQ� ������ VXSSRUWLQJ�PRWLYDWLRQV� IRU� WKH�UHVHDUFK� �6HFWLRQ� ������ WKH� UHVHDUFK� GHVLJQ� �6HFWLRQ� ����� DQG� D� GHILQLWLRQ� RI�&('� �6HFWLRQ�������7KH�ILQDO�VHFWLRQ��6HFWLRQ������SURYLGHV�D�FRQWHQW�RXWOLQH�RI� WKH�UHPDLQLQJ�FKDSWHUV�RI�WKH�WKHVLV�
��� µ*URZLQJ�XS�LVQ¶W�HDV\�DW�DQ\�DJH¶,W�LV�DOPRVW�LPSRVVLEOH�IRU�DQ\RQH�ERUQ�EHIRUH������QRW�WR�KDYH�QRWLFHG�WKH�HQRUPRXV�JURZWK�RI� LQWHUHVW� LQ� DQG� FRQFHUQ� IRU� WKH� QDWXUDO� HQYLURQPHQW� RYHU� WKH� ODVW� ��� \HDUV� RU� VR��$SSURDFKHV� WR� DGGUHVVLQJ� WKHVH� HQYLURQPHQWDO� FRQFHUQV� YDU\� ZLGHO\�� 6RPH�� IRU� H[DPSOH��YLHZ�WKH�GHSLFWLRQ�RI�DQ�µHQYLURQPHQWDO�FULVLV¶�DV�PHORGUDPDWLF��DUJXLQJ�WKDW�KXPDQNLQG�KDV�WKH�QHFHVVDU\�NQRZ�KRZ��VNLOOV��GHWHUPLQDWLRQ�DQG�LPDJLQDWLRQ�WR�ILQG�D�WHFKQLFDO�VROXWLRQ�WR�DQ\�SUREOHP�QR�PDWWHU�KRZ�FRPSOH[�RU�GLIILFXOW�WKDW�SUREOHP�PLJKW�VHHP��([DPSOHV�RI�WKH�
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PRUH� FRPPRQ� IRUPV� RI� WHFKQLFLVW� µEDQG�DLG¶� WR� KDYH� HPHUJHG� VLQFH� WKH� ����V� LQFOXGH�UHF\FOLQJ�� ODQG�ILOO�� HQHUJ\� DQG�ZDWHU� HIILFLHQF\�� SROOXWLRQ� DQG�ZDVWH� FRQWURO�� FORVHG�ORRSHG�V\VWHPV� RI� HQYLURQPHQWDO� PDQDJHPHQW�� SURGXFW� WDNH�EDFN�� µHFR�IULHQGO\¶� SURGXFWV� DQG�SURGXFWLRQ�PHWKRGV� DQG� OLIH�F\FOH� WHFKQRORJ\� �VHH�� IRU� H[DPSOH��%HQQHWW� DQG� -DPHV�� ������:%&6'��������:HOIRUG���������+RZHYHU��IRU�RWKHUV�WKH�DGRSWLRQ�RI�ZKDW�LV�UHJDUGHG�DV�OLWWOH�PRUH�WKDQ�D�µEXVLQHVV�DV�XVXDO¶�DSSURDFK�WR�FULWLFDO�HQYLURQPHQWDO�SUREOHPV�LV�SHUFHLYHG�DV�FRQWHPSWLEO\�SXHULOH� LQ� WKH� IDFH�RI� UHFHQW��HPHUJLQJ� WUHQGV�ZKLFK�VXJJHVW� WKDW� WKH� IXWXUH�RI�WKH�SODQHW�DQG�WKDW�RI�LWV�LQKDELWDQWV�LV�QRW VDIH�LQ�WKH�KDQGV�RI�LWV�LQFXPEHQW�WUXVWHHV��VHH��IRU�H[DPSOH��5HDO�:RUOG�&RDOLWLRQ��������������:KLOVW�HTXDOO\�IRUFHIXO�DUJXPHQWV�FDQ��DQG�DUH��PDGH��RQ�ERWK�VLGHV�RI�WKLV�GLYLGH��WKH�SUHVHQW�VWXG\� H[SOLFLWO\� UHFRJQLVHV� WKH� QRWLRQ� RI� DQ� µHQYLURQPHQWDO� FULVLV¶� �$UYLOO�� ������ DV� ERWK� D�UDWLRQDO�DQG�VHOI�HYLGHQW�IHDWXUH�RI�WKH�PRGHUQ�ZRUOG���'HVSLWH�WKH�XQSDODWDEOH�LPSOLFDWLRQV��WKHUH� LV� D�JURZLQJ� UHFRJQLWLRQ� WKDW�KXPDQ�GHYHORSPHQW�KDV�DOUHDG\� UHDFKHG� �LI�QRW�SDVVHG��WKDW�SRLQW�DW�ZKLFK�SDLQIXO�GHFLVLRQV�KDYH�WR�EH�WDNHQ�WR�SURWHFW�DQG�QXUWXUH�ZKDW�UHPDLQV�RI�WKH�(DUWK¶V�XQLTXH��HVVHQWLDO� DQG� LUUHSODFHDEOH�HFR�V\VWHPV� �VHH�� IRU�H[DPSOH��%URZQ�HW�DO��������� ������ ������(ONLQJWRQ� DQG�+DLOHV�� ������0HDGRZV�HW� DO��� ������ 3HDUFH�HW� DO��� ������3RUULWW�� ������ 81,&()�� ������ 81:&('�� �������� 7KH� XELTXLWRXV� QDWXUH� RI� WKLV�µHQYLURQPHQWDO�UHYROXWLRQ¶��1LFKROVRQ��������DIIHFWV�DOO�HOHPHQWV�RI�VRFLHW\�DQG�DOO�VRFLHWLHV�ZLWKRXW� H[FHSWLRQ�� 1R� LQGLYLGXDO� RU� LQVWLWXWLRQ� LV� LPPXQH� IURP� WKH� JOREDO� HFRORJLFDO�FRQVHTXHQFHV� RI� FOLPDWH� FKDQJH�� GHIRUHVWDWLRQ�� GHVHUWLILFDWLRQ�� JOREDO� ZDUPLQJ�� LQGXVWULDO�DJULFXOWXUH�� R]RQH�GHSOHWLRQ�� DQG� VSHFLHV� DQG� KDELWDW� ORVV��� &RQVHTXHQWO\�� WKH� FKDQJHV� WKDW�KDYH�EHHQ��DUH�EHLQJ�DQG�ZLOO�EH�SXW�LQ�SODFH�WR�UHYHUVH�KXPDQNLQG¶V�XQVXVWDLQDEOH�SDWWHUQV�RI� FRQVXPSWLRQ� DQG� GHYHORSPHQW� ZLOO� SURIRXQGO\� DOWHU� WKH� IDEULF� RI� KXPDQ� VRFLHW\� LQ� WKH�WZHQW\�ILUVW�FHQWXU\��0RGHUQ� ODUJH�� WUDQVQDWLRQDO� FRUSRUDWLRQV�� E\� YLUWXH� RI� WKH� VKHHU� VFDOH� RI� WKHLU� HFRQRPLF�DFWLYLWLHV�� ZLOO� IRUP� D� NH\� DJHQGD� LVVXH� IRU� WKH� HQYLURQPHQWDO� UHYROXWLRQ�� LUUHVSHFWLYH� RI�ZKHWKHU� WKHVH�RUJDQL]DWLRQV�DUH� VHHQ�DV�SDUW�RI� WKH�SUREOHP��SDUW�RI� WKH�VROXWLRQ��RU�ERWK����:KDWHYHU� WKH� YDOLGLW\� RI� WKH� DUJXPHQWV� RYHU� FRUSRUDWH� VRFLDO� UHVSRQVLELOLW\� �KHUHDIWHU��&65HVS�� DQG� WKH� UROH� RI� EXVLQHVV� LQ� VRFLHW\�� WKH� FKDQJLQJ� VRFLR�SROLWLFDO� FOLPDWH� VLQFH� WKH�ODWH� ����V� DQG� HDUO\� ����V� KDV� UDLVHG� XQFRPIRUWDEOH� TXHVWLRQV� DERXW� WKH� VRFLDO�� FXOWXUDO��KXPDQLWDULDQ� DQG� HQYLURQPHQWDO� µH[WHUQDOLWLHV¶� DVVRFLDWHG�ZLWK� WKH� IXQFWLRQ� DQG�FRQGXFW�RI�ODUJH�EXVLQHVV�RUJDQL]DWLRQV�LQ�OLEHUDO�HFRQRPLF�GHPRFUDFLHV��VHH�IRU�H[DPSOH��+DQG\��������.RUWRQ���������������6XFK�FRQFHUQV�DUH�IDU�IURP�QHZ��6FLHQWLVWV�KDYH�EHHQ�DZDUH�IRU�VRPH�WLPH�RI�WKH�GLVWXUELQJ�LPSOLFDWLRQV�RI�JOREDO��IUHH�PDUNHW�LQGXVWULDOLVP�IRU�WKH�SODQHW�DQG�LWV�HFR�V\VWHPV� �VHH�� IRU� H[DPSOH�� &DUVRQ�� ������ (UOLFK� DQG� (UOLFK�� ������ )ULGD\� DQG� /DVNH\��������6LOYHU��������:DUG�DQG�'XERV���������1HYHUWKHOHVV�� LW� LV�RQO\�UHODWLYHO\�UHFHQWO\�WKDW�WKH� PDLQVWUHDP� RI� PDUNHW�EDVHG� GHPRFUDFLHV�� VXFK� DV� EXVLQHVV� DQG� WKH� DFFRXQWDQF\�SURIHVVLRQ��KDV�VWDUWHG�WR�WDNH�WKHVH�LVVXHV�PRUH�VHULRXVO\��,Q�WKH�ZRUOG�RI�DFFRXQWDQF\��*UD\¶V������������D��E��F��������VHPLQDO�ZRUN�KDV�SHUKDSV�EHHQ�WKH� PDLQ� FDWDO\VW� IRU� LQYRNLQJ� D� JHQXLQH�� DOWUXLVWLF� FRQFHUQ� IRU� WKH� QDWXUDO� HQYLURQPHQW�DPRQJVW� DFFRXQWDQF\� DFDGHPLFV� DQG� SURIHVVLRQDO� DFFRXQWDQF\� ERGLHV���� 7KH� DFFRXQWDQF\�SURIHVVLRQ¶V�LQWHUHVW�LQ�WKH�QDWXUDO�HQYLURQPHQW�LQ�WKH�ODWH�����V�DQG�HDUO\�����V�FDPH�RQ�WKH�EDFN�RI�D�FRQVLGHUDEOH�ERG\�RI�SUHYLRXV�ZRUN�LQ�&65HVS�ZKLFK�EHJDQ�LQ�WKH�HDUO\�����V�ZLWK�WKH� SXEOLFDWLRQ� RI� D QXPEHU�RI� LPSRUWDQW� LQWURGXFWRU\� FRQWULEXWLRQV� WR� WKH� VXEMHFW� �VHH�� IRU�
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H[DPSOH��%HDPV�DQG�)HUWLJ��������&KXUFKPDQ��������/LQRZHV��������0REOH\�����������(YHQ�WRGD\�� DPLGVW� D� YHULWDEOH� H[SORVLRQ� RI� LQWHUHVW� LQ� &65HVS� DQG� YDULRXV� IRUPV� RI� FRUSRUDWH�VRFLDO� HWKLFDO� DQG� HQYLURQPHQWDO� DFFRXQWLQJ� DQG� UHSRUWLQJ�� DQG� WKH� PRUH� UHFHQW�GHYHORSPHQWV� LQ� WULSOH�ERWWRP�OLQH� �7%/��UHSRUWLQJ�DQG�DVVXUDQFH�DQG�YHULILFDWLRQ�VHUYLFHV��WKHUH� LV� D� VWURQJ� WHQGHQF\� IRU� WKH� µQHZ� NLGV� RQ� WKH� EORFN¶� WR� UHLQYHQW�ZKHHOV�� WR� RYHUSOD\�RULJLQDOLW\�DQG�WR�LJQRUH�WKH�PDQ\�YDOXDEOH�H[SHULPHQWV�DQG�FDVH�VWXGLHV�WKDW�ZHUH�FDUULHG�RXW�LQ�WKH�HDUO\�WR�PLG�����V��VHH��IRU�H[DPSOH��2ZHQ���������,URQLFDOO\��RQH�NH\�GHYHORSPHQW�LQ�WKH� ODWH� ����V� ZDV� WKH� UHELUWK� RI� LQWHUHVW� LQ� &65HVS� WKURXJK� WKH� µEDFN� GRRU¶� RI� JURZLQJ�SXEOLF�FRQFHUQV�RYHU� WKH�LPSDFW�RI�JOREDO�LQGXVWULDOLVP�RQ�WKH�QDWXUDO�HQYLURQPHQW��/DUJHO\�LQ�UHVSRQVH�WR�WKHVH�FRQFHUQV��D�QXPEHU�RI�NH\�VRFLR�SROLWLFDO�LQVWLWXWLRQV��QRWDEO\�WKH�8QLWHG�1DWLRQV� �81�� DQG� &RPPLVVLRQ� RI� WKH� (XURSHDQ� &RPPXQLWLHV� �(&��� KDYH� EHHQ� DFWLYH� LQ�SURPRWLQJ� WKH� QHHG� IRU� D� PRUH� HQYLURQPHQWDOO\� UHVSRQVLEOH� DWWLWXGH� DPRQJVW� EXVLQHVV�RUJDQL]DWLRQV��,Q�������IRU�H[DPSOH��WKH�81�SXEOLVKHG�D�UHSRUW��81��������FRQWDLQLQJ�D�OLVW�RI� FRUSRUDWH� HQYLURQPHQWDO� UHSRUWLQJ� UHFRPPHQGDWLRQV�� 6LPLODUO\�� ZLWKLQ� WKH� (XURSHDQ�8QLRQ��(8���WZR�LQLWLDWLYHV�LQ�SDUWLFXODU��WKH�(&¶V�ILIWK�DFWLRQ�SURJUDPPH�RQ�WKH�HQYLURQPHQW�³7RZDUGV�6XVWDLQDELOLW\´� �&(&�������� DQG�DQ�(8� UHJXODWLRQ��&RPPXQLW\� HFR�PDQDJHPHQW�DQG� DXGLW� VFKHPH� �&(&�� ����E� ����D��� FRPPRQO\� UHIHUUHG� WR� DV� µ(0$6¶�� KDYH� ERWK�FRQWULEXWHG� WR� JUHDWHU� DWWHQWLRQ� RQ� FRUSRUDWH� HQYLURQPHQWDO� PDQDJHPHQW� DQG� UHSRUWLQJ�LVVXHV���� %RWK� LQLWLDWLYHV� KDYH� LPSRUWDQW� LPSOLFDWLRQV� IRU� EXVLQHVVHV� LQ� JHQHUDO� DQG� IRU� WKH�DFFRXQWDQF\�SURIHVVLRQ�LQ�SDUWLFXODU� 7KH�ODWWHU¶V�LQYROYHPHQW�LQ�HQYLURQPHQWDO�LVVXHV�VLQFH�WKH�ODWH�����V�KDV�EHHQ�FRQVLGHUDEOH��VHH��IRU�H[DPSOH��$&&$������������D��$GDPV������D��$GDPV�HW�DO���������$,&3$��������&,&$������������D��E��F������D��E������D��E��&ROOLVRQ�HW�DO��� ������ 'ULHsQKXL]HQ� HW� DO��� ������ )((�� ������ ������ ����D�� E�� ������ ������ ������)((�.DPS�5RHODQGV�� ������ ,$3&�� ������ ������ ,&$$�� ������ ������ ,&$(:�� ������ ������0DFYH� DQG� &DUH\�� ������ 81&7$'�� �������:KLOVW� WKLV� GHYHORSPHQW� PD\� EH� YLHZHG� DV� D�QDWXUDO� SURJUHVVLRQ� LQ� WKH� SURIHVVLRQ¶V� VHUYLFHV� WR� FRUSRUDWH� FOLHQWV� DV� WKH� ODWWHU� HPEUDFH� D�ZLGHU� VRFLR�SROLWLFDO� FRPPXQLFDWLRQV� VWUDWHJ\�� LW� VWDQGV� LQ� VKDUS� FRQWUDVW� WR� WKH� WUDGLWLRQDO�YLHZ� RI� WKH� UROH� RI� WKH� DFFRXQWDQW� LQ� VRFLHW\� LQ� UHODWLRQ� WR� WKH� SUHSDUDWLRQ� DQG� DXGLW� RI�ILQDQFLDO�VWDWHPHQWV����3XW�VLPSO\��WKH�FUDIW�RI�DFFRXQWLQJ�KDV�HYROYHG�RYHU�WLPH�WR�EHFRPH�DQ�LQVWLWXWLRQDOLVHG��DEVWUDFW�ERG\�RI�WHFKQLFDO�NQRZOHGJH�WKH�SULPDU\�PDFUR�HFRQRPLF�SXUSRVH�RI�ZKLFK�LV�WR�UHGXFH�XQFHUWDLQW\�IRU�VRFLDO�DFWRUV�«� XQFHUWDLQW\� EUHHGV� DQ[LHW\�� $FFRXQWLQJ� LQIRUPDWLRQ� VHUYHV� WKH� VRFLDO�SXUSRVH�RI�DEDWLQJ�DQG�REMHFWLI\LQJ�DQ[LHW\�LQ�D�PDQQHU�VLPLODU�WR�WKH�SURFHVV�RI�LQVWLWXWLRQDOLVDWLRQ��UDWLRQDOL]DWLRQ�DQG�WKH�HVWDEOLVKPHQW�RI�V\PEROLF�RUGHU��,Q� VXP�� WKH� UROH� RI� WKH� DFFRXQWLQJ� SURIHVVLRQ� LQ� VRFLHW\� LV� WR� DEVRUE�XQFHUWDLQW\�DQG�DEDWH�VRFLDO�DQ[LHW\ �0DVRQ�������S����7KH� DFFRXQWDQF\� SURIHVVLRQ� KDV� ORQJ� EHHQ� YLHZHG� DV� D� SUDFWLFDO� GLVFLSOLQH� UDWKHU� WKDQ� RQH�ZKLFK�EHORQJV�WR�WKH�DUWV�RU�VFLHQFHV����7KH�LPSRUWDQFH�RI�DFFRXQWDQF\�LQ�WKLV�FRQWH[W�GHULYHV�SDUWLFXODUO\� �WKRXJK� QRW� VROHO\�� IURP� LWV�SUDFWLFDO FRQWULEXWLRQ� WR� WKH� PDQDJHPHQW� RI� WKH�PRGHUQ�EXVLQHVV�RUJDQL]DWLRQ� WKURXJK� WKH�SURYLVLRQ�RI�D� µWUXH�DQG� IDLU¶� V\VWHP�RI� ILQDQFLDO�DFFRXQWLQJ����)RU�PDQ\�RI� WKRVH� LQYROYHG� LQ� WKH�SUDFWLFH�DQG�HGXFDWLRQ�RI�DFFRXQWDQF\�� WKH�SHUFHSWLRQ� RI� DFFRXQWDQF\¶V� LPSRUWDQFH� EHLQJ� URRWHG� LQ� WKH� SURYLVLRQ� RI� µUHOLDEOH¶��µFRPSOHWH¶� DQG� µDFFXUDWH¶� ILQDQFLDO� LQIRUPDWLRQ� WR� WKH� EXVLQHVV� RUJDQL]DWLRQ� KDV� FKDQJHG�OLWWOH� RYHU� WKH� SDVW� ��� \HDUV� RU� VR�� 3URIHVVLRQDO� DFFRXQWDQF\� ERGLHV� VSHQG� FRQVLGHUDEOH�UHVRXUFHV�RQ�LPSURYLQJ�WKH�TXDOLW\�RI�ILQDQFLDO�UHSRUWLQJ��VHH��IRU�H[DPSOH��+RRJHQGRRUQ�DQG�
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0HUWHQV�� ��������� -XVWLILFDWLRQ� IRU� VXFK� HIIRUWV� UHVWV� SULPDULO\� RQ� WZR� IXQGDPHQWDO�� UHODWHG�DVVXPSWLRQV�� 7KH� ILUVW� LV�ZKDW�PD\� EH� WHUPHG�WKH�REMHFWLYLW\� DVVXPSWLRQ��ZKLFK� KROGV� WKDW�WKURXJK� D� V\VWHP� RI� JHQHUDOO\�DFFHSWHG� SULQFLSOHV�� FRQFHSWV�� UXOHV�� DQG� VWDQGDUGV�� LW� LV�SRVVLEOH� WR� LPSURYH� WKH� TXDOLW\� RI� ILQDQFLDO� LQIRUPDWLRQ� VXFK� WKDW�ZKDW� LV� UHSRUWHG� WKURXJK�FRUSRUDWH�ILQDQFLDO�VWDWHPHQWV UHIOHFWV�DQ�XQGHUO\LQJ�HFRQRPLF�UHDOLW\�WKDW�LV�µREMHFWLYH¶��L�H��IUHH� IURP� WKH� VXEMHFWLYH� ELDV� RI� WKRVH� LQYROYHG� LQ� LWV� SUHSDUDWLRQ� DQG� DXGLW�� &RQVHTXHQWO\��FRQVLGHUDEOH�HIIRUWV�DUH�GLUHFWHG�DW�VRFLDOO\�FRQVWUXFWLQJ�D�GHWDLOHG�DQG�HYHU�LQFUHDVLQJ�VHW�RI�OHJDO�DQG� WHFKQLFDO� UXOHV� IRU� WKH�SUHSDUDWLRQ�DQG�DXGLW�RI�FRUSRUDWH� ILQDQFLDO�VWDWHPHQWV�� WKH�DVVXPSWLRQ�EHLQJ�WKDW�LW�LV�SRVVLEOH�WR�DUULYH�DW�D�TXDOLW\�RI�ILQDQFLDO�UHSRUWLQJ�ZKLFK�SHUIHFWO\�PLUURUV�HFRQRPLF UHDOLW\�� ,W� LV� WKLV�EDVLV�RI�DFFRXQWLQJ��ZLWK LWV�VWURQJ�DWWDFKPHQW� WR� OLEHUDO�HFRQRPLF� WKHRU\�� ZKLFK� OHG� PDQ\� LQIOXHQWLDO� ILJXUHV� LQ� DFFRXQWLQJ� KLVWRU\� WR� DUJXH� WKDW�DFFRXQWLQJ� LQ� LWV� SUHVHQW� IRUP� LV� VRFLDOO\� GHVLUDEOH EHFDXVH� LW� SURYLGHV� LQIRUPDWLRQ� WR�LQYHVWRUV�WR�PDNH�WKH�µULJKW¶�HFRQRPLF�GHFLVLRQV�IRU�WKH�EHQHILW�RI�D�VRFLHW\�DV�D�ZKROH��3DWRQ�DQG�/LWWOHWRQ��������7KH� VRFLDO� LPSRUWDQFH� RI� DFFRXQWLQJ� LV� FOHDU�� HVSHFLDOO\� LQ� UHODWLRQ� WR� WKH�LQFRPH�VWDWHPHQW��VLQFH�GHSHQGDEOH�LQIRUPDWLRQ�DERXW�HDUQLQJ�SRZHU�FDQ�EH�DQ� LPSRUWDQW� DLG� WR� WKH� IORZ� RI� FDSLWDO� LQWR� FDSDEOH� KDQGV� DQG� DZD\� IURP�XQQHHGHG�LQGXVWULHV �S����6LPLODUO\�� RYHU� ��� \HDUV� ODWHU�� WKH� ,QWHUQDWLRQDO�$FFRXQWLQJ� 6WDQGDUGV� %RDUG� �,$6%����� WKH�IRUHPRVW� LQWHUQDWLRQDO� DFFRXQWDQF\� ERG\�ZLWK� UHVSRQVLELOLW\� IRU� WKH� SURPXOJDWLRQ� RI� JOREDO�ILQDQFLDO� DFFRXQWLQJ� SULQFLSOHV� DQG� VWDQGDUGV�� VHHV� LWV� SULQFLSDO� JRDO� DV� WKDW� RI� SURYLGLQJ�ILQDQFLDO� LQIRUPDWLRQ� WKDW� LV� UHOHYDQW�� UHOLDEOH� �L�H�� IUHH� IURP� PDWHULDO� HUURU� DQG� ELDV�� DQG�FRPSDUDEOH��,$6&�������SDUDJUDSK�����E\�GHYHORSLQJ��HPSKDVLV�DGGHG��«� LQ� WKH� SXEOLF� LQWHUHVW�� D� VLQJOH� VHW� RI� KLJK� TXDOLW\�� XQGHUVWDQGDEOH� DQG�HQIRUFHDEOH� JOREDO� DFFRXQWLQJ� VWDQGDUGV� WKDW� UHTXLUH� KLJK� TXDOLW\��WUDQVSDUHQW� DQG� FRPSDUDEOH� LQIRUPDWLRQ� LQ� ILQDQFLDO� VWDWHPHQWV� «� WR� KHOS�SDUWLFLSDQWV�LQ�WKH�YDULRXV�FDSLWDO�PDUNHWV RI�WKH ZRUOG�DQG�RWKHU�XVHUV�RI�WKH�LQIRUPDWLRQ�WR�PDNH�HFRQRPLF�GHFLVLRQV �,$6%��������S������7KH� VHFRQG� DVVXPSWLRQ� LV� ZKDW� PD\� EH� WHUPHG� WKH�XWLOLW\� DVVXPSWLRQ�� ,Q� VKRUW�� ILQDQFLDO�DFFRXQWLQJ�DQG� UHSRUWLQJ� LV�VDQFWLRQHG�DW�DQ� LQVWLWXWLRQDO� OHYHO�E\�YLUWXH�RI�WKH� IDFW� WKDW� WKH�SULPDU\� SXUSRVH�ZKLFK� LW� VHUYHV�� QDPHO\� WKH�HFRQRPLF PHDVXUHPHQW� RI� WKH� RSHUDWLRQV� DQG�SRVLWLRQ�RI�WKH�EXVLQHVV�RUJDQL]DWLRQ��LV�D�YDOLG�DQG�YLWDO�JRDO�IRU�VRFLHW\�DV�D�ZKROH��,Q�RWKHU�ZRUGV��WKH�V\VWHP�RI�ILQDQFLDO�DFFRXQWLQJ�DQG�UHSRUWLQJ�LV�D�QHFHVVDU\�DQG�LPSRUWDQW�HOHPHQW�RI� WKH�PHDQV� E\�ZKLFK� D�PDUNHW�EDVHG� HFRQRP\� IXQFWLRQV� LQ� UHODWLRQ� WR� LWV� SULPDU\� VRFLR�HFRQRPLF�REMHFWLYH�RI�HIILFLHQF\�LQ�WKH�DOORFDWLRQ�RI�VFDUH�UHVRXUFHV�DPRQJVW�DOWHUQDWLYH�HQGV��5REELQV���������0XFK�RI� WKH�SKLORVRSK\�XQGHUO\LQJ�WKH�REMHFWLYLW\�DQG�XWLOLW\�DVVXPSWLRQV�KDV�LWV�URRWV�LQ�QHR�FODVVLFDO�� DQG�SRVLWLYH�� �L�H��YDOXH�IUHH��HFRQRPLFV��ERWK�RI�ZKLFK�KDYH�KDG�DQ�HQRUPRXV�LQIOXHQFH�RQ�WKH�GHYHORSPHQW�RI�WKH�SUDFWLFH�DQG�HGXFDWLRQ�RI�DFFRXQWDQF\�RYHU�WKH�ODVW����\HDUV��8QGHU�D�SROLWLFDO�V\VWHP�EDVHG�RQ�OLEHUDO�HFRQRPLF�GHPRFUDF\�DQG�WKH�HFRQRPLF� PHFKDQLVP� RI� IUHH�PDUNHW� JOREDO� FDSLWDOLVP�� UHOLDEOH� DQG� DFFXUDWH� ILQDQFLDO�LQIRUPDWLRQ� LV�VHHQ�DV�YLWDO� WR� WKH�HIILFLHQW� UXQQLQJ�RI� WKDW�V\VWHP��0RUHRYHU�� LW� LV�DVVXPHG�WKDW�E\�LPSURYLQJ�WKH�TXDOLW\�RI�WKH�V\VWHP�RI�FRUSRUDWH�ILQDQFLDO�UHSRUWLQJ��WKH�HIILFLHQF\�RI�WKH�VRFLDO�V\VWHP�DV�D�ZKROH�FDQ�DOVR�EH�LPSURYHG��7KXV��LQ�D�FRUSRUDWH�FRQWH[W��DFFRXQWDQF\�LV�DUJXHG�WR�SURYLGH�D�YDOXDEOH�IXQFWLRQ�QRW�RQO\�LQ�WHUPV�RI�GLUHFWLQJ�HFRQRPLF�DFWLYLW\�DQG�
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HQVXULQJ� WKH�HIILFLHQW�DOORFDWLRQ�RI�HFRQRPLF�UHVRXUFHV�EXW�DOVR� LQ�VRFLR�HFRQRPLF� WHUPV� LQ�SURYLGLQJ�YDOXDEOH� IHHGEDFN� WR� LQYHVWRUV�� HPSOR\HHV� DQG�RWKHU�PHPEHUV�RI� VRFLHW\��6XFK�D�SHUVSHFWLYH� PDQLIHVWV� LWVHOI� WKURXJK� D� SUH�RFFXSDWLRQ� ZLWK� WKH� UROH� RI� DFFRXQWLQJ� LQ�IDFLOLWDWLQJ� UHVSRQVLEOH� VWHZDUGVKLS� RYHU� WKH� SULQFLSDO¶V� �L�H�� RXWVLGH� LQYHVWRUV�� IXQGV� DQG�UDWLRQDO�GHFLVLRQ�PDNLQJ�DV�VRFLDOO\�FRQVWUXFWHG�E\�WKH�DJHQW¶V��L�H��PDQDJHPHQW��SHUFHSWLRQ�RI� UHDOLW\�� ZKHWKHU� HFRQRPLF� VRFLRORJLFDO� RU� WHFKQRORJLFDO� �VHH� IRU� H[DPSOH�� &RRSHU� DQG�.DSODQ��������&KDQGOHU��HW�DO���������,MLUL��������+RUQJUHQ��������:LWKLQ�WKLV�QDUURZ��HFRQRPLF��PDUNHWV�RULHQWDWHG�SHUVSHFWLYH�UHVLGHV�D�VWURQJ�SUH�RFFXSDWLRQ�DPRQJVW� WKH�DFFRXQWDQF\�SURIHVVLRQ�ZLWK� LPSURYLQJ� WKH�TXDOLW\�RI�ILQDQFLDO� LQIRUPDWLRQ�IRU�HFRQRPLF GHFLVLRQ�PDNHUV��0XFK�RI�FRQWHPSRUDU\�ILQDQFLDO�DFFRXQWLQJ�UHSRUWLQJ�WKHRU\�DQG�SUDFWLFH�LV�FRXFKHG�ZLWKLQ�D�VRFLDOO\�FRQVWUXFWHG�SHUFHSWLRQ�WKDW�DFFRXQWDQF\�KDV�D�SULPDULO\�HFRQRPLF SXUSRVH� JXLGHG�E\�JRDOV�RI�HFRQRPLF�HIILFLHQF\�DQG�ZHDOWK�FUHDWLRQ��7KH�SULPDU\�XVHUV�RI�WKLV�LQIRUPDWLRQ�DUH�FRQVLGHUHG�E\�PDQ\��LQFOXGLQJ�WKH�,$6%��WKH�8.¶V�$FFRXQWLQJ�6WDQGDUGV�%RDUG��$6%��DQG� WKH�86¶V�)LQDQFLDO�$FFRXQWLQJ�6WDQGDUGV�%RDUG��)$6%��� WR�EH�LQYHVWRUV� DQG� FUHGLWRUV�� $V� VXFK�� WKHUH� LV� D� ZLGHVSUHDG� SHUFHSWLRQ� WKDW�� WR� EH� RI� YDOXH��ILQDQFLDO� DFFRXQWLQJ� LQIRUPDWLRQ� PXVW� EH� XVHIXO WR� WKRVH� QDUURZ� JURXSV� ZLWKLQ� VRFLHW\��SUHGRPLQDQWO\�LQVWLWXWLRQDO�LQYHVWRUV��YHQWXUH�FDSLWDOLVWV��PHUFKDQWV��HQWUHSUHQHXUV��ILQDQFLHUV�DQG� VSHFXODWRUV�� RU� WKHLU� UHVSHFWLYH� DJHQWV� RU� WUXVWHHV�� ZKR� LQYHVW� SULYDWH� SURSHUW\� LQ�HQWHUSULVHV�IRU�WKH�SXUVXLW�RI�WKHLU�RZQ�SHUVRQDO�ILQDQFLDO�JDLQ��&RQVHTXHQWO\��WKH�SURYLVLRQ�RI�&65HVS�LQIRUPDWLRQ��VXFK�DV�WKDW�UHODWLQJ�WR�HQYLURQPHQWDO�LVVXHV��LV�QRW�QRUPDOO\�FRQVLGHUHG�WR� EH� ZLWKLQ� WKH� UHDOP� RI� DFFRXQWLQJ� �3DWWHQ�� ������� +RZHYHU�� VLQFH� WKH� ODWH� ����V��DFFRXQWDQF\�UHVHDUFKHUV�KDYH�LQFUHDVLQJO\�WXUQHG�WKHLU�DWWHQWLRQ�WR�WKH�QDWXUH�RI�DFFRXQWDQF\�DV�D�EURDGHU�� VRFLR�SROLWLFDO�SKHQRPHQRQ� �%XUFKHOO�HW�DO���������7LQNHU�HW�DO����������������DQG�ZLWK�WKH�KLVWRULFDO�GHYHORSPHQW�DQG�FRQVHTXHQFHV�RI�DFFRXQWDQF\�SUDFWLFHV�LQ�D�EURDGHU�VRFLDO�FRQWH[W��%XUFKHOO�HW�DO���������+RSZRRG��������������/RIW��������$VVHUWLRQV� WKDW� FRUSRUDWH� ILQDQFLDO� UHSRUWLQJ� �D�� FRXOG HYHU EH� µREMHFWLYH¶�� µFRPSOHWH¶� RU�µDFFXUDWH¶�DQG��E��VKRXOG SRVLWLYHO\�GLVFULPLQDWH�LQ�IDYRXU�RI�PRQH\�FDSLWDO�DW�WKH�H[SHQVH�RI�VRFLDO��KXPDQ��FXOWXUDO�DQG�HQYLURQPHQWDO�FDSLWDO��DUH�KLJKO\�FRQWHVWDEOH�QRUPDWLYH SRVLWLRQV�DQG�KDYH�EHHQ� VWURQJO\� UHIXWHG�E\�DFFRXQWLQJ� OLWHUDWXUH� WKDW�KDV�EHHQ�FULWLFDO�RI� WKH�FXUUHQW�ILQDQFLDO� UHSRUWLQJ� IUDPHZRUN�� ZKHWKHU� WKLV� EH� IURP� D� µPDUNHW� IRU� H[FXVHV¶� SHUVSHFWLYH��ZKLFK�VHHV�DFFRXQWLQJ�VWDQGDUGV�PRUH�LQ�WKH�QDWXUH�RI�D�WUDGHDEOH�FRPPRGLW\�WKDQ�D�V\PERO�RI�TXDOLW\�DQG� UHOLDELOLW\� �:DWWV��������:DWWV�DQG�=LPPHUPDQ��������������RU�D� µFODVVLFDO¶�SROLWLFDO� HFRQRP\� SHUVSHFWLYH� ZKLFK� VHHV� DFFRXQWLQJ� DV� D� PHDQV� RI� SUHVHUYLQJ� H[LVWLQJ�LQHTXDOLWLHV� DQG� SRZHU� DV\PPHWULHV� EHWZHHQ� ODERXU� DQG� FDSLWDO� �VHH�� IRU� H[DPSOH�� &RRSHU�DQG�6KHUHU��������7LQNHU������D��E��������1HLPDUN��������������7LQNHU�DQG�1HLPDUN��������µ1HXWUDOLW\¶� RU� µREMHFWLYLW\¶� LQ�PDLQVWUHDP� DFFRXQWLQJ� LQ� D� VRFLR�SROLWLFDO� FRQWH[W� L�H�� DV� DQ�LQVWUXPHQW�RI�SXEOLF�SROLF\��LV�FLUFXPVFULEHG�ZLWKLQ�WKH�QRUPDWLYH�DUJXPHQW�WKDW��E\�IRFXVLQJ�RQ�HIIHFWLYH�HFRQRPLF�PHDVXUHPHQW��DFFRXQWLQJ�LV�FRQVLVWHQW�ZLWK�WKH�QDWLRQDO�LQWHUHVW��VHH��IRU� H[DPSOH�� (OOLRW� DQG� -DFREVRQ�� ������� WKH� DVVXPSWLRQ� EHLQJ� WKDW� WKH� HFRQRPLF� V\VWHP��FDSLWDOLVP��VHUYHV� WKH�QDWLRQDO� LQWHUHVW��+RZHYHU��D�EURDGHU�VRFLR�SROLWLFDO� LQWHUSUHWDWLRQ�RI�DFFRXQWLQJ�� L�H�� RQH�ZKLFK� LV� SUHSDUHG� WR�TXHVWLRQ�RU�ZKLFK� UHMHFWV� WKH� DVVXPSWLRQ� WKDW� WKH�VRFLDO�V\VWHP�LV�MXVW�DQG�IDLU�WR�DOO��SHUPLWV�D�PRUH�GLYHUVH�UDQJH�RI�SHUVSHFWLYHV��YDOXHV�DQG�EHOLHIV� WR� HQWHU� LQWR GHEDWHV� RQ� WKH� UROH�� SXUSRVH� DQG�� LPSRUWDQWO\�� WKH� VRFLR�SROLWLFDO�FRQVHTXHQFHV�RI�FRUSRUDWH�ILQDQFLDO�DFFRXQWLQJ�DQG�UHSRUWLQJ��7KLV�EURDGHU�SHUVSHFWLYH�IRUPV�
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DQ� LQWHJUDO� SDUW� RI� WKH� SUHVHQW� UHVHDUFK� LQYHVWLJDWLRQ� LQWR� WKH� SKHQRPHQRQ� RI� &('���� 7KH�QDWXUH RI�WKLV�LQYHVWLJDWLRQ�LV�GHVFULEHG�LQ�PRUH�GHWDLO�LQ�WKH�QH[W�VHFWLRQ�
��� 3UREOHP�GHILQLWLRQ2QH� RI� WKH� SULQFLSDO� UHTXLUHPHQWV� RI� D� UHVHDUFK� LQYHVWLJDWLRQ� LV� D� VWDWHPHQW� RI� WKH� JHQHUDO�SUREOHP�WR�ZKLFK�WKH�UHVHDUFK�SHUWDLQV�6XFK� D� VWDWHPHQW� VKRXOG� FRQYLQFH� WKH� UHDGHU� RI� WKH� WKHRUHWLFDO� RU� SUDFWLFDO�LPSRUWDQFH� RI� VROYLQJ� VXFK� D� SUREOHP� UHODWLYH� WR� ZKDW� LV� FXUUHQWO\� NQRZQ�DQG�RU� WKH� EHQHILWV� WKDW� PLJKW� DFFUXH� IURP� VROYLQJ� LW �.ULSSHQGRUII� ������S������,Q�������ZKHQ�WKH�UHVHDUFK�SUREOHP�IRU� WKLV� LQYHVWLJDWLRQ�KDG�WR�EH�GHILQHG��&('�ZDV��UH���HPHUJLQJ� DV� DQ� DUHD� RI� LQWHUHVW� WR� ERWK� DFFRXQWLQJ� DFDGHPLFV� LQ� SDUWLFXODU� DQG� WKH�DFFRXQWDQF\� SURIHVVLRQ� LQ� JHQHUDO�� $W� WKDW� WLPH�� WKHUH� DOUHDG\� H[LVWHG� D� VL]HDEOH� ERG\� RI�UHVHDUFK� ZKLFK� H[SORUHG� &65HVS� DQG� &65�� LQFOXGLQJ�&('� �IRU� DQ� RYHUYLHZ� RI� WKLV� SULRU�OLWHUDWXUH�VHH�� IRU�H[DPSOH��*UD\�HW�DO���������0DWKHZV��������������������8OOPDQQ���������+RZHYHU��KLWKHUWR�&('�KDG�EHHQ�UHVHDUFKHG�ODUJHO\�DV�D�FDWHJRU\�RI�VRFLDO�GLVFORVXUH��ZLWK�OLWWOH� LQYHVWLJDWLRQ� LQWR� WKH� VSHFLILF� QDWXUH� DQG� FDXVHV� RI� HQYLURQPHQWDO� GLVFORVXUH�� HLWKHU�FURVV�VHFWLRQDOO\� RU� ORQJLWXGLQDOO\�� ,Q� DGGLWLRQ�� WKH� SKHQRPHQRQ� RI� VWDQG�DORQH�� GHGLFDWHG�FRUSRUDWH�HQYLURQPHQW�UHSRUWV�ZDV�VWLOO�UHODWLYHO\�HPEU\RQLF��7KH�ILUVW�VXFK�UHSRUWV�EHJDQ�WR�DSSHDU�LQ�WKH�ODWWHU�SDUW�RI�WKH�����V��ZLWK�PDQ\�RI�WKH�SLRQHHUV�HPHUJLQJ�DV�UHFHQWO\�DV�WKH�HDUO\�����V���� ,PSRUWDQWO\�� WKH�YDVW�PDMRULW\�RI�HQYLURQPHQWDO�GLVFORVXUH�DQG�UHSRUWLQJ�ZDV�DQG� UHPDLQV� YROXQWDU\�� 7KDW� LV�� VXFK� GLVFORVXUH� LV� SURYLGHG� DW� WKH� GLVFUHWLRQ� RI� WKH�PDQDJHPHQW� RI� FRUSRUDWLRQV�� QRW� LQ� FRPSOLDQFH� ZLWK� DQ\� OHJDO�� VWDWXWRU\� RU� FRQWUDFWXDO�REOLJDWLRQ���� 7KH� IDFW� WKDW� PDQDJHPHQW� FKRRVHV� YROXQWDULO\ WR� SURYLGH� HQYLURQPHQWDO�LQIRUPDWLRQ�KDV�EHHQ�VXJJHVWHG�DV�QRW�RQO\�RQH�RI�WKH�UHDVRQV�ZK\�VXFK�GLVFORVXUHV�EHFDPH�D�WRSLF�RI�LQWHUHVW�WR�PDQ\�LQ�WKH�DFFRXQWLQJ�SURIHVVLRQ��3DWWHQ��������EXW�DOVR�RQH�RI�WKH�NH\�IDFWRUV�EHKLQG�WKH�FXUUHQW�UHVXUJHQFH�RI�LQWHUHVW�LQ�ERWK�WKH�SUDFWLFH DQG�WKHRU\ RI�&65��*UD\�HW�DO����������:LWKLQ� WKH�(XURSHDQ�8QLRQ��(8���FXUUHQW�(8�$FFRXQWLQJ�'LUHFWLYHV�DQG�QDWLRQDO� OHJDO�DQG�DFFRXQWLQJ� UHSRUWLQJ� UXOHV� UHTXLUH� FRUSRUDWLRQV� WR� PDNH� GHWDLOHG� GLVFORVXUHV� WR� WKHLU�VKDUHKROGHUV�LQ�UHODWLRQ�WR�YDULRXV�DVSHFWV�RI�WKHLU�ILQDQFLDO�SHUIRUPDQFH�DQG�VWDWH�RI�DIIDLUV��,Q� WKLV� FRQWH[W�� LW� KDV� EHHQ� VXJJHVWHG� DV� ORJLFDO� WR� DVVXPH� WKDW� YROXQWDU\ HQYLURQPHQWDO�GLVFORVXUH��ILQDQFLDO�RU�RWKHUZLVH��ZRXOG�EH�PDGH�RQO\�ZKHUH�LW�LV�FRQVLGHUHG�WR�EH�RI�VRPH�EHQHILW�WR�WKH�PDQDJHPHQW�RI�WKH�RUJDQL]DWLRQ��2¶'RQRYDQ������D���+RZHYHU��MXVW�ZKDW�WKLV�EHQHILW� PLJKW� EH DQG� KRZ� WKH\� UHODWH� WR� PDQDJHPHQW� LQ� WHUPV� RI� WKHLU� SXUVXLW� RI� WKH�RUJDQL]DWLRQ¶V� RYHUDOO� REMHFWLYHV�� UHPDLQ�PDWWHUV� RI� FRQMHFWXUH���� $FFRUGLQJ� WR� *UD\�HW� DO��������� FRQYLQFLQJ� KLVWRULHV�ZKLFK� H[SODLQ� WKH� ULVH� RI� HQYLURQPHQWDO� DFFRXQWLQJ�� DQG�PRUH�UHFHQWO\�� RI� VRFLDO� DFFRXQWLQJ�� KDYH� \HW� WR� EH� ZULWWHQ�� 7KH� DEVHQFH� RI� VXFK� FRQYLQFLQJ�KLVWRULHV�SURYLGHV�RQH� LPSRUWDQW� UHDVRQ� WR� VXSSRUW� UHVHDUFK� LQ� WKLV� ILHOG��'XULQJ� WKH�����V��FDOOV� IRU� UHVHDUFKHUV� WR� WDNH� &(5� PRUH� VHULRXVO\� KDYH� FRPH� IURP� D� QXPEHU� RI� GLIIHUHQW�VRXUFHV��RQH�RI�WKH�HDUOLHVW�EHLQJ�*UD\������D��ZKR�DUJXHG�WKDW��RULJLQDO�HPSKDVLV��:H�QHHG�WR�GLVFRYHU��L��ZKDW�LV KDSSHQLQJ�LQ�WKLV�ILHOG���LL��WKH�GLIILFXOWLHV�WKDW�VXUURXQG� DUWLFXODWLRQ� DQG� LPSOHPHQWDWLRQ� RI� HQYLURQPHQWDO� DFFRXQWLQJ�V\VWHPV� �L�H�� H[SHULHQFHV� ZLWK� ZKDW� LV� KDSSHQLQJ��� D� UHYLHZ� RI� ZKDW� LV� QRWKDSSHQLQJ�DQG�ZK\��DQG���LY��H[SORUDWLRQV�RI�ZKDW�FDQ�KDSSHQ �S������/LNHZLVH��3DWWHQ��������DUJXHG�WKDW�WKHUH�ZDV�D�QHHG�IRU�IXUWKHU�UHVHDUFK�LQ�WKH�DUHD�RI�VRFLDO�GLVFORVXUH�� QRWLQJ� WKDW� WUHQGV LQ� VXFK�GLVFORVXUH�ZHUH�QRW�ZHOO� GRFXPHQWHG� DV� UHFHQW�DW� WKH�
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PLG�����V�� DQG� WKDW� WKHUH� ZDV� YHU\� OLWWOH� LQIRUPDWLRQ� RQ� WKH� H[WHQW� DQG� QDWXUH� RI� VRFLDO�GLVFORVXUH�LQ�WKH�����V�RU�HDUO\�����V��:LWKRXW�WKLV�GHVFULSWLYH�GDWD��DQ�XQGHUVWDQGLQJ�RI�WKH�SURYLVLRQ� RI� DQG� XVH� RI� VRFLDOO\� UHVSRQVLEOH� LQIRUPDWLRQ� LV� UHVWULFWHG� �3DWWHQ�� �������6LPLODUO\�� 6WUD\� DQG� %DOODQWLQH� ������� DUJXHG� WKDW� D� VHULRXV� FRPPLWPHQW� WR� WKH� LPSRUWDQW�SUHYDLOLQJ� LVVXHV� VXUURXQGLQJ� &('� DW� WKDW� WLPH� ZDV� SDUDPRXQW� LQ� RUGHU� WKDW� ³«�HQYLURQPHQWDO�GLVFORVXUH�GRHV�QRW�VXIIHU�D�UHFXUUHQFH�RI�LWV�SUHYLRXV�IDWH�RI�WKH�����V��WKDW�RI�EHLQJ� UHOHJDWHG� WRZDUGV� WKH� ERWWRP� RI� WKH� KLHUDUFK\� RI� FRUSRUDWH� SULRULWLHV� DQG� FRQFHUQV´��S�����7KHUH� KDYH� DOVR� EHHQ� FDOOV� IRU�&65� UHVHDUFK� LQ� FRXQWULHV� RWKHU� WKDQ� WKH�8. DQG� WKH�86$�� -|QVVRQ� �������� IRU� H[DPSOH�� GUHZ� DWWHQWLRQ� WR� WKH� SRVVLEOH� EHQHILWV� WR� DFFRXQWLQJ�WKHRU\�GHYHORSPHQW�IURP�LQFUHDVHG�UHVHDUFK�HIIRUWV�LQ�WKH�DUHD�RI�HQYLURQPHQWDO�DFFRXQWLQJ��DUJXLQJ�WKDW�WKHUH�DUH�DOVR�OHJLWLPDWH�WKHRUHWLFDO�UHDVRQV�IRU�HQJDJLQJ�LQ�DFFRXQWLQJ�UHVHDUFK�RQ� HQYLURQPHQWDO� LVVXHV� DQG� WKDW� DFFRXQWLQJ� LV� LPSOLFDWHG� LQ� WKH� VHDUFK� IRU� VROXWLRQV� WR�HQYLURQPHQWDO�SUREOHPV��:KLOVW� WKH� VHDUFK� IRU� WKHVH� FRQYLQFLQJ� KLVWRULHV� LV� UHDVRQ� HQRXJK� LQ� LWVHOI� WR� VXSSRUW� VXFK�UHVHDUFK�� LPSRUWDQW� EHQHILWV�PD\� DFFUXH� IURP� JUHDWHU� NQRZOHGJH� DQG� XQGHUVWDQGLQJ� RI� WKH�SRVVLEOH� PRWLYDWLRQV� IRU� &('�� )RU� H[DPSOH�� WKH� VRFLR�SROLWLFDO� DVSHFWV� DVVRFLDWHG� ZLWK�HQYLURQPHQWDO� LVVXHV�� SDUWLFXODUO\� WKH� JURZLQJ� WHQVLRQ� EHWZHHQ� JOREDO� �L�H�� 86�OHG�� IUHH�PDUNHW� FDSLWDOLVP� DQG� VXVWDLQDELOLW\�� LV� VXVFHSWLEOH� WR�ZLGHO\� GLIIHULQJ� LQWHUSUHWDWLRQV� DQG�RXWFRPHV�� FUHDWLQJ� FRQGLWLRQV� XQGHU� ZKLFK� WKH� YDULRXV� SDUWLHV� LQYROYHG� DUH� OLNHO\� WR� XVH�LQIRUPDWLRQ� DV� D� VRFLR�SROLWLFDO� WRRO�� +HQFH�� EHQHILWV� DUH� OLNHO\� WR� DFFUXH� WR� VRFLHW\�IURP�UHVHDUFK�ZKLFK�KLJKOLJKWV�WKH�H[WHQW�WR�ZKLFK�&('�LV�EHLQJ�XVHG�WR�IRVWHU�VHFWLRQDO�LQWHUHVWV�UDWKHU� WKDQ� PHUHO\� WR� LQIRUP� RU� UHQGHU� DQ� DFFRXQW�� 5HFRJQLVLQJ� WKH� H[LVWHQFH� RI� VXFK�VHFWLRQDO�LQWHUHVWV��EH�WKH\�HFRQRPLF��VRFLDO�RU�SROLWLFDO��RSHQV�XS�DYHQXHV�RI�UHVHDUFK�ZKLFK�IRFXV� RQ� WKH� µ:K\"¶� DQG� µ6R�ZKDW"¶� DVSHFWV� DVVRFLDWHG� ZLWK� VRFLDO� SKHQRPHQD�� LQFOXGLQJ�&('�
��� 7KH�UHVHDUFK�TXHVWLRQV$V�QRWHG�DERYH��&('�LV�ODUJHO\�D�YROXQWDU\�DFW�UDWKHU�WKDQ�VRPHWKLQJ�WKDW�LV�UHTXLUHG�RI�WKH�PDQDJHPHQW�RI�D�FRUSRUDWLRQ��7KLV�UDLVHV� WKH�REYLRXV�EXW�GHFHSWLYHO\�VLPSOH�TXHVWLRQ��ZK\�GR� VRPHWKLQJ� WKDW� LV� QRW� UHTXLUHG"� 0RUHRYHU�� HYHQ� ZKHQ� GLVFORVXUH� LV� PDQGDWRU\�� WKH�GLVFORVXUH� UXOHV� QRUPDOO\� VSHFLI\� VRPH� PLQLPXP� OHYHO� RI� GLVFORVXUH�� +HQFH�� WKH�YROXQWDU\�PDQGDWRU\� GLVWLQFWLRQ� ZRXOG� QRW� KHOS� LQ� WU\LQJ� WR� H[SODLQ� ZK\� RQH� FRUSRUDWLRQ�GLVFORVHV� PRUH� RU� OHVV� WKDQ� DQRWKHU� RYHU� DQG� DERYH� WKH� PLQLPXP�� RU� ZK\� RQH� SDUWLFXODU�FRUSRUDWLRQ¶V�YROXPH�RI�&('�YDULHG�GXULQJ�D�SHULRG�RI� WLPH� LQ�ZKLFK� WKH�GLVFORVXUHV� UXOHV�UHPDLQHG�XQFKDQJHG��,Q�DSSURDFKLQJ�WKLV�TXHVWLRQ��WKHUH�DUH�D�ZKROH�KRVW�RI�SRWHQWLDO�IDFWRUV�ZKLFK�PD\�EH�SXW� IRUZDUG� WR�H[SODLQ�YDULDWLRQV� LQ�&('�ERWK�EHWZHHQ�ILUPV�DQG�RYHU� WLPH��+RZHYHU��VFLHQWLILF�LQTXLU\�UHTXLUHV�WKH�XVH�RI�VRPH�IRUP�RI�WKHRUHWLFDO�IUDPHZRUN�RU�PRGHO�ZKLFK�SHUPLWV�WKH�DUWLFXODWLRQ�RI�VSHFLILF��WHVWDEOH�SURSRVLWLRQV��DVVXPSWLRQV�DQG�DFFRXQWV�DV�WR�WKH�QDWXUH�DQG�FDXVHV�RI�REVHUYDEOH��L�H��PHDVXUDEOH��SKHQRPHQRQ�>$@OO� REVHUYDWLRQV� DUH� JRYHUQHG� ± WR� D� JUHDWHU� RU� OHVVHU� H[WHQW� ± E\� WKH��LPSOLFLW��WKHRULHV�ZH�XVH��$OO�DFWLRQ�LV��WR�VRPH�H[WHQW��LQIOXHQFHG�E\�LPSOLFLW�WKHRU\� DQG� DQ\� DWWHPSW� WR� MXVWLI\� DQG� HYDOXDWH� QHZ� DFWLRQ� �H�J�� DFFRXQWLQJ�SROLF\� PDNLQJ�� LV� JXLGHG� E\� WKHRU\� ± ZKHWKHU� RU� QRW� ZH� DUH� DZDUH� RI� WKLV��7LQNHU� HW� DO��� ������� 7KXV�� LI� ZH� DUH� WR� PDNH� DQ\� SURJUHVV� LQ� H[DPLQLQJ��HYDOXDWLQJ� DQG� SUHVFULELQJ� &65� LQ� DQ\WKLQJ� RWKHU� WKDQ� DQ� DG� KRF� RU�
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LQVWLQFWLYH� ZD\� ZH� QHHG� WR� HVWDEOLVK� VRPH� ERQHV� RI� D� IUDPHZRUN� RI� H[SOLFLW�WKHRU\ �*UD\�HW�DO��������S�����7KH�DFFRXQWDQF\� OLWHUDWXUH�FRQWDLQV�D� UHODWLYHO\� ODUJH QXPEHU�RI�FRPSHWLQJ��FRPSOHPHQWDU\�DQG�RU� DOWHUQDWLYH� WKHRULHV�� ERWK� WUDGLWLRQDO� DQG� QHZ�� WKDW� KDYH� EHHQ� VRXUFHG� IURP� RWKHU�GLVFLSOLQHV� �IRU�DQ�RYHUYLHZ��VHH�� IRU�H[DPSOH��6FKUHXGHU��������/DXJKOLQ��������%URDGEHQW�DQG� /DXJKOLQ�� ������ 3DUNHU� DQG� 5RIIH\�� ������� :LWKLQ� WKH� UHDOP� RI� &65HVS� DQG� &65�� D�VXEVWDQWLDO�ERG\�RI�OLWHUDWXUH�IURP�D�ZLGH�VSHFWUXP�RI�WKHRUHWLFDO�SRVLWLRQV�KDV�H[SORUHG�WKH�QDWXUH� DQG� FDXVHV� RI� FRUSRUDWH� VRFLDO� DQG� HQYLURQPHQWDO� GLVFORVXUH��7KHVH� WKHRULHV� LQFOXGH��EXW�DUH�QRW�UHVWULFWHG�WR���GHFLVLRQ�XVHIXOQHVV�WKHRU\��3DUNHU���������HFRQRPLF�DJHQF\�WKHRU\��%HONDRXL�DQG�.DUSLN��������1HVV�DQG�0LU]D���������PDQDJHULDO�VWDNHKROGHU�WKHRU\��5REHUWV��5��� ������ 8OOPDQQ�� ������� RUJDQL]DWLRQDO� OHJLWLPDF\� WKHRU\� �'RZOLQJ� DQG� 3IHIIHU�� ������*XWKULH� DQG� 3DUNHU�� ������ /LQGEORP�� ������ 2¶'RQRYDQ�� ����D�� 3DWWHQ�� ������� FRUSRUDWH�DFFRXQWDELOLW\�WKHRU\��*UD\�HW�DO���������������.RNXEX�HW�DO����������DQG��SROLWLFDO�HFRQRP\�RI� DFFRXQWLQJ� WKHRU\� �%XKU�� ������ *UD\� HW� DO��� ����E�� 1HX� HW� DO��� ������� 7KHVH� GLIIHUHQWWKHRUHWLFDO�PRGHOV�UHIOHFW�D�GLYHUVLW\�RI�VFLHQWLILF�WUDGLWLRQV�LQ�UHODWLRQ�WR�LVVXHV�RI�RQWRORJ\��HSLVWHPRORJ\� DQG� PHWKRGRORJ\�� 0RUHRYHU�� DOO� VXFK� PRGHOV� DUH� YDOXH�ODGHQ�� L�H�� ZKDW�UHVHDUFKHUV�FKRRVH�WR�ORRN�DW�DQG�KRZ�WKH\�FKRRVH�WR�PHDVXUH�SKHQRPHQD��LV�GHFLGHG�D�SULRULDFFRUGLQJ�WR�D�VHW�RI�SROLWLFDO�YDOXHV�DQG�EHOLHI�V\VWHPV��VHH��IRU�H[DPSOH��+DQVRQ�����������+HQFH�� LW� LV�QRW�SRVVLEOH�WR�DVVHUW�ZLWK�DEVROXWH�DXWKRULW\�ZKLFK�SDUWLFXODU�WKHRUHWLFDO�PRGHO�SURYLGHV�WKH�PRUH�FRQYLQFLQJ�H[SODQDWLRQ��5DWKHU��DV�ZLWK�DOO�UHVHDUFK�LQ�WKH�VRFLDO�VFLHQFHV��LQFOXGLQJ� HFRQRPLFV� DQG� DFFRXQWLQJ�� µWUXWK¶� LV� D� PDWWHU� RI� PHWD�WKHRUHWLFDO� EHOLHI� QRW�HPSLULFDO� IDFW�� 1RWZLWKVWDQGLQJ� WKHVH� LVVXHV�� KHXULVWLFV� PD\� EH� GHYHORSHG� DQG� HPSOR\HG�ZKLFK� DVVLVW� LQ� QHJRWLDWLQJ� DQG� FRQWUDVWLQJ� WKH� FRQWULEXWLRQV� RI� VHYHUDO� GLIIHUHQW� WKHRULHV�VLPXOWDQHRXVO\� WRZDUGV� WKH� SUHGLFWLRQ� DQG� H[SODQDWLRQ� RI� REVHUYHG� SKHQRPHQD�� 2QH� VXFK�KHXULVWLF�LV�WKH�QRWLRQ�WKDW�&('�LV�WHOHRORJLFDO��L�H��WKDW�&('�WDNHV�SODFH�QRW�E\�DFFLGHQW�EXW�GXH� WR� WKH� XQGHUO\LQJ� SXUSRVH� RU� GHVLJQ� WKDW� LV� VHUYHG� E\� LW�� $V� VXFK�� WKH� SUHFLVH�PRWLYH��SXUSRVH�RU�GHVLJQ�DVFULEHG�WR�PDQDJHULDO�EHKDYLRXU�YDULHV�DFFRUGLQJ�WR�WKH�SDUWLFXODU�WKHRU\�RU� PRGHO� EHLQJ� HPSOR\HG�� +RZHYHU�� WKH� FRPPRQ� WKUHDG� UXQQLQJ� WKURXJK� HDFK� LV� WKH�DVVHUWLRQ WKDW� WKHUH� LV� VRPH� HQG�VWDWH� ZKLFK� &('� LV� LQWHQGHG� WR� VHUYH�� %\� PHDQV� RI� WKLV�WHOHRORJLFDO�IUDPHZRUN��WKUHH�WKHRULHV�KDYH�EHHQ�FKRVHQ�IRU�H[DPLQLQJ�WKH�QDWXUH�DQG�FDXVHV�RI�&('�XVLQJ�WKH�K\SRWKHWLFR�GHGXFWLYH�PHWKRG�RI�LQTXLU\��YL]�����L� (FRQRPLF� DJHQF\� WKHRU\ �($7��� ZKLFK� KDV� LWV� URRWV� LQ� QHR�FODVVLFDO� DQG� SRVLWLYLVW�HFRQRPLFV�DQG�ZKLFK�VHHV�WKH�ZRUOG�VWULFWO\�LQ�WHUPV�RI�FRPSHWLQJ�VHOI�LQWHUHVWV�ZKHUH�DOO�LQGLYLGXDOV�VHHN�WR�PD[LPLVH�SHUVRQDO�HFRQRPLF ZHDOWK��LL� 0DQDJHULDO� VWDNHKROGHU� WKHRU\ �067��� ZKLFK� KDV� LWV� URRWV� LQ� VRFLR�HFRQRPLF WKHRU\�DQG�VHHV�WKH�ZRUOG�LQ�WHUPV�RI�GLIIHUHQW�FRQIOLFWLQJ�LQWHUHVWV�EHWZHHQ�YDULRXV�VHFWLRQV�RU�VWDNHKROGHU�JURXSV�ZLWKLQ�VRFLHW\�DQG�RI�PDQDJLQJ�WKRVH�LQWHUHVWV�WR�DFKLHYH�VRPH�IRUP�RI�ZRUNDEOH�FRQVHQVXV�LQ�WKH�LQWHUHVWV�RI�WKH�EXVLQHVV¶V�ORQJ�WHUP�VXUYLYDO��DQG��LLL� 2UJDQL]DWLRQDO� OHJLWLPDF\� WKHRU\ �2/7�� ZKLFK� KDV� LWV� URRWV� LQ� VRFLR�SROLWLFDO WKHRU\�DQG�VHHV�WKH�ZRUOG�LQ�WHUPV�RI�DQ�XQZULWWHQ�VRFLDO�FRQWUDFW�EHWZHHQ�EXVLQHVV�DQG�VRFLHW\�DQG�ZKLFK�LQYROYHV�EXVLQHVV�KDYLQJ�WR�XQGHUWDNH�YDULRXV�OHJLWLPLVLQJ�VWUDWHJLHV�WR�DWWDLQ�RU�UHWDLQ�D�VWDWXV�RI�OHJLWLPDF\�ZLWKLQ�VRFLHW\�DV�D�ZKROH�7KHVH� WKUHH� WKHRULHV� HPSOR\� RWKHU� HFRQRPLF�� VRFLDO� DQG� SROLWLFDO� WKHRULHV� LQ� GHYHORSLQJ�GHVFULSWLYH� PRGHOV� WR� H[SODLQ�� SUHGLFW� DQG�RU� H[SORUH� WKH� KXPDQ� DJHQF\�� $� µGHVFULSWLYH¶�
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PRGHO� DV� XVHG� KHUH� UHIHUV� WR� D� WKHRU\� ZKLFK� RIIHUV� SUHGLFWLRQV�� H[SODQDWLRQV� DQG�RU�XQGHUVWDQGLQJV� DERXW� VRFLDO� EHKDYLRXU�� LQ� FRQWUDVW� WR� QRUPDWLYH� �L�H�� SUHVFULSWLYH�� WKHRULHV�ZKLFK�SUHVFULEH�µZKDW�VKRXOG�EH¶����7R�GUDZ�RXW�WKH�GLIIHUHQW�HOHPHQWV�RI�WKHVH�WKHRULHV�PRUH�FOHDUO\�� HDFK� LV� VLWXDWHG� ZLWKLQ� %XUUHOO� DQG� 0RUJDQ¶V� ������� VHPLQDO� IUDPHZRUN� ZKLFK�FODVVLILHV� WKHRULHV� ZLWKLQ� GLIIHUHQW� VRFLRORJLFDO� SDUDGLJPV�� 7KH� WKUHH� WKHRULHV� DUH� XVHG� WR�DGGUHVV�WKH�UHVHDUFK�TXHVWLRQV�VHW�RXW�LQ�7DEOH������
7DEOH����
7KH�UHVHDUFK�TXHVWLRQV

�L� :K\�GR�FRPSDQLHV�SURYLGH�HQYLURQPHQWDO�GLVFORVXUH"��LL� )ROORZLQJ� RQ� IURP� �L��� ZKDW� LPSOLFDWLRQV� GR� WKHVH� H[SODQDWLRQV� KDYH� IRU� WKH� UROH� RI�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH�DQG�UHSRUWLQJ�LQ�UHODWLRQ�WR�PDWWHUV�RI�SXEOLF�SROLF\"
:KLOVW�QR�RQH� WKHRU\� LV�HYHU� OLNHO\� WR�EH�DEOH� WR�SURYLGH�H[SODQDWLRQV� IRU�DOO�HYHQWV�DQG�DOO�VLWXDWLRQV� WKDW� WDNH� SODFH� LQ� RXU� KLJKO\� FRPSOH[�� PXOWL�IDFHWHG� DQG� HYHU�FKDQJLQJ� VRFLDO�ZRUOG��WKH�WHVWLQJ�RI�WKHVH�WKUHH�WKHRULHV�PD\�SURYLGH��RQ�WKH�EDVLV�RI�DFFHSWDEOH�DQG�DFFHSWHG�VFLHQWLILF� HYLGHQFH�� DQ� LQGLFDWLRQ� DV� WR� WKH� YDOXH� RI� VXFK� WKHRULHV� LQ� H[SODLQLQJ� REVHUYHG�SKHQRPHQD�� 7KH� LQFUHDVLQJ� SRSXODULW\� RI� D� SKHQRPHQRQ� VXFK� DV� &('� SURYLGHV� DQ�RSSRUWXQLW\� IRU� UHVHDUFKHUV� WR� WHVW� WKH� UHOHYDQFH� DQG� YDOXH� RI� WKHRULHV�� ERWK� ROG� DQG� QHZ��,QGHHG�� PXFK� RI� WKH� &65� OLWHUDWXUH� KDV� EHHQ� VXEMHFWHG� WR� PDMRU� FULWLFLVP� E\� FULWLFDO�DFFRXQWLQJ�� VFKRODUV� IRU� LWV� IDLOXUH� WR� WKHRULVH� H[SOLFLWO\� RQ� WKH� XQGHUO\LQJ� RUJDQL]DWLRQ�VRFLHW\� UHODWLRQVKLS��VHH�� IRU�H[DPSOH��3X[W\��������������7LQNHU�HW�DO����������%\�DSSO\LQJ�H[LVWLQJ� WKHRULHV� WR� QHZ� DQG� GHYHORSLQJ� SKHQRPHQD�� VXFK� DV�&('�� LW� LV� SRVVLEOH� WR� JDLQ� D�EHWWHU�XQGHUVWDQGLQJ�RI�WKH�FRQWHPSRUDU\�XVHIXOQHVV�DQG�DSSOLFDELOLW\�RI�WKHVH�WKHRULHV�
��� 6XSSRUWLQJ�PRWLYDWLRQV$�JURZLQJ�ERG\�RI�HPSLULFDO�HYLGHQFH�VKRZV�WKDW�ODUJH�FRUSRUDWLRQV�LQ�DOPRVW�DOO�SDUWV�RI�WKH�GHYHORSHG�ZRUOG�KDYH� LQFUHDVHG�VLJQLILFDQWO\� WKH�DPRXQW�RI�&('�VLQFH� WKH� ODWH�����V��VHH��IRU� H[DPSOH�� ,QWHUQDWLRQDOO\ ± .30*�� ����D�� .30*�:,00�� ������ ������ 3DWWHQ�� ������$XVWUDOLD � )URVW� DQG� :LOPKXUVW�� ������ 'HHJDQ� DQG� *RUGRQ�� ������ 'HHJDQ�HW� DO��� ������*LEVRQ�DQG�2¶'RQRYDQ��������%HOJLXP ± 9DQ�1XIIHO�HW�DO���������������&DQDGD � *RUPDQ��������8. ± *UD\�HW�DO�������E��+DUWH�DQG�2ZHQ��������������86$ ± *DPEOH�HW�DO����������+RZHYHU��SULRU�HPSLULFDO�UHVHDUFK�KDV�WHQGHG�WR�IRFXV�RQ�FRUSRUDWH�VRFLDO�DQG�HQYLURQPHQWDO�UHSRUWLQJ� LQ� D� VSHFLILF� FRXQWU\�� DW� D� VSHFLILF� SRLQW� LQ� WLPH�� 7KH� FRXQWU\� LQ� ZKLFK� WKH�RUJDQL]DWLRQ� LV� UHSRUWLQJ�DQG� WKH�FRXQWU\�RI�XOWLPDWH�RZQHUVKLS�VHHPV� WR�KDYH�D�VLJQLILFDQW�HIIHFW�RQ�&65�SUDFWLFH��VHH��IRU�H[DPSOH��$GDPV�HW�DO���������$QGUHZ�HW�DO���������*UD\�HW�DO�������E��*XWKULH�DQG�3DUNHU��������5REHUWV���������$OWKRXJK�VWXGLHV�KDYH�EHHQ�FDUULHG�RXW�ZKLFK� KDYH� ORRNHG� DW� VRFLDO� GLVFORVXUHV DFURVV� FRXQWULHV� �VHH�� IRU� H[DPSOH�� $GDPV�HW� DO�������E��$GDPV�HW�DO���������$QGUHZ�HW�DO���������%HONDRXL�DQG�.DUSLN��������&RZHQ�HW�DO���������*XWKULH�DQG�3DUNHU��������/\QQ��������1HHV�DQG�0LU]D��������5REHUWV��&���������������7URWPDQ�DQG�%UDGOH\���������WKHUH�DUH�QR�SULRU�VWXGLHV�ZKLFK�KDYH�H[DPLQHG�WKH�ORQJLWXGLQDO�WUHQGV�LQ�HQYLURQPHQWDO GLVFORVXUHV�RYHU�WLPH�IRU�VHYHUDO�(XURSHDQ�FRXQWULHV�
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7KH�YDVW�PDMRULW\�RI�UHVHDUFK�LQ�WKH�&65�ILHOG�KDV�EHHQ�FURVV�VHFWLRQDO�LQ�QDWXUH��IRFXVLQJ�RQ�VRFLDO� DQG� HQYLURQPHQWDO� UHSRUWLQJ� DW� D� SRLQW� LQ� WLPH�� /RQJLWXGLQDO� VWXGLHV�� ZKLFK� ORRN� DW�WUHQGV� LQ�&65�RYHU� WLPH��DUH� UDUH� LQ�FRPSDULVRQ� WR�FURVV�VHFWLRQDO�VWXGLHV�DQG�HYHQ� WKRXJK�WKH\� H[LVW� �VHH�� IRU� H[DPSOH�� *XWKULH� DQG� 3DUNHU�� ������ +RJQHU�� ������ LQ� WKH� FDVH� RI�$XVWUDOLDQ�FRPSDQLHV��&DPSEHOO��������*UD\�HW�DO�������E��8QHUPDQ�������LQ�WKH�FDVH�RI�8.�FRPSDQLHV�� 2¶'Z\HU� ����D�� 2¶'Z\HU� DQG� *UD\�� ����� LQ� WKH� FDVH� RI� ,ULVK� FRPSDQLHV��/MXQJGDKO�� ����D� LQ� WKH� FDVH� RI� 6ZHGLVK� FRPSDQLHV��� WKHLU� IRFXV� LV� RQ� D� VLQJOH� FRXQWU\����3ULRU� UHVHDUFK� �VHH�� IRU� H[DPSOH�� (ONLQJWRQ�� ������ *UD\� HW� DO��� ����E�� KDV� KLJKOLJKWHG�VLJQLILFDQFH� RI� WUHQGV� RYHU� WLPH�� VXJJHVWLQJ� WKDW� D� ORQJLWXGLQDO� DSSURDFK�PD\� LPSURYH� WKH�H[SODQDWRU\�SRZHU�RI�UHVHDUFK�LQ�WKLV�DUHD��8OOPDQQ���������IRU�H[DPSOH��KDV�FDOOHG�IRU�PRUH�ORQJLWXGLQDO� VWXGLHV� DV� D�PHDQV� IRU�PHWKRGRORJLFDO� LPSURYHPHQW� RQ� H[LVWLQJ�&65� VWXGLHV��7VDQJ��������DUJXHV�WKDW�ORQJLWXGLQDO�VWXGLHV�RI�&65�SURYLGH�D�IUXLWIXO�DUHD�RI�UHVHDUFK�DQG�GHVHUYH�PRUH� DWWHQWLRQ� IURP� DFDGHPLFV��0RUHRYHU�� DOPRVW� DOO� VWXGLHV� RI�&65�RYHU� WKH� ODVW�WZHQW\�\HDUV�RU�VR�KDYH�IRFXVHG�H[FOXVLYHO\�RQ�WKH�DQQXDO�UHSRUW�DQG�DFFRXQWV��VHH�$GDPV�HW�DO���������%HONDRXL� DQG�.DUSLN�� ������&RZHQ�HW� DO��� ������*UD\�HW� DO��� ����E��+XOPH� DQG�+XVH��������2¶'Z\HU������D��5REHUWV��&���������������7URWPDQ�DQG�%UDGOH\��������DQG�9DQ�1XIIHO� HW� DO��� ������� $OWKRXJK� VRPH� UHVHDUFKHUV� KDYH� LQFOXGHG� RWKHU� VRXUFHV� �VHH�� IRU�H[DPSOH��1HVV�DQG�0LU]D�������DQG�/MXQJGDKO������D���WKHVH�VWXGLHV�DUH�WKH�H[FHSWLRQ�UDWKHU�WKDQ� WKH� UXOH�� 7KH� QHHG� WR� UHVHDUFK� FRUSRUDWH� HQYLURQPHQWDO� GLVFORVXUH� LVVXHV� RXWVLGH� WKH�FRQILQHV�RI� WKH�DQQXDO�UHSRUW�DQG�DFFRXQWV�ZDV�QRWHG�E\�0DWKHZV��������LQ�D�UHYLHZ�RI����\HDUV�RI�VRFLDO�DQG�HQYLURQPHQWDO�DFFRXQWLQJ�UHVHDUFK�«ODUJHU� RUJDQL]DWLRQV� DUH� DOVR� SURGXFLQJ� HQYLURQPHQWDO� UHSRUWV� «� 7KH�UHDVRQLQJ� EHKLQG� WKH� DFFHSWDQFH� E\� VRPH�PDQDJHULDO� JURXSV� RI� WKH�QHHG� WR�SURYLGH� DGGLWLRQDO� VRFLDO�RULHQWDWHG� GLVFORVXUHV� VKRXOG� EH� DQ� LPSRUWDQW�UHVHDUFK�DUHD �S������7KH�QRWLFHDEOH�LQFUHDVH�LQ� WKH�XVH�RI�VWDQG�DORQH�FRUSRUDWH�HQYLURQPHQW�UHSRUWV LQ�WKH�HDUO\�����V��SDUWLFXODUO\� LQ�(XURSH��.30*�:,00���������DQG�WKH��UH�HPHUJHQFH�RI�RWKHU�IRUPV�RI�FRUSRUDWH�VRFLDO�UHVSRQVLELOLW\�UHSRUWLQJ��VXFK�DV�VRFLDO�UHSRUWV��$&&$���������VRFLDO�DQG�HWKLFDO�DFFRXQWDELOLW\�UHSRUWV��,6($��������DQG�WULSOH�ERWWRP�OLQH��7%/��UHSRUWV��*5,��������������� DGGV�ZHLJKW� WR� WKH�DUJXPHQW� WKDW� WKH�FRPPXQLFDWLRQ�VWUDWHJLHV�RI� ODUJH�FRUSRUDWLRQV�DUH� XQGHUJRLQJ� VRPH� VRUW� RI� HYROXWLRQ�� 7KLV� DSSDUHQW� VKLIW� LQ� FRUSRUDWH� FRPPXQLFDWLRQV�VWUDWHJ\� DUJXDEO\� UHTXLUHV� D� UH�H[DPLQDWLRQ� RI� WKH� SRVLWLRQ� WDNHQ� LQ� SUHYLRXV� &65� VWXGLHV��VHH��IRU�H[DPSOH��$GDPV�HW�DO���������*UD\�HW�DO�������E��2¶'Z\HU�DQG�*UD\��������WKDW�WKH�DQQXDO� UHSRUW�DQG�DFFRXQWV� UHPDLQV� WKH�SULPD�GRQQD RI� LQIRUPDWLRQ�RQ�FRUSRUDWH�DFWLYLWLHV��+HQFH��LW�VHHPHG�ERWK�DSSRVLWH DQG�WLPHO\��GHVSLWH�WKH�UHVHUYDWLRQV�QRWHG�LQ�WKH�OLWHUDWXUH��VHH�*UD\�HW�DO�������E��1HVV�DQG�0LU]D���������WR�LQFOXGH�DQQXDO�HQYLURQPHQWDO�DV�ZHOO�DV�DQQXDO�VRFLDO� UHSRUWV� LQ� WKH� VWXG\�� 7KH� SUHVHQW� VWXG\� WKHUHIRUH� GHSDUWV� IURP� PXFK� RI� SULRU� &65�UHVHDUFK E\� �L�� LQFOXGLQJ� UHSRUWV� RWKHU� WKDQ� MXVW� WKH� DQQXDO� UHSRUW� DQG� DFFRXQWV� DQG� �LL��ORRNLQJ� DW� HQYLURQPHQWDO� GLVFORVXUH� ORQJLWXGLQDOO\� RYHU� D� VHYHQ�\HDU� SHULRG� IURP� ����� WR������� ,W� LV� DOVR� FURVV�VHFWLRQDO�� FRYHULQJ� HLJKW� LQGXVWU\� VHFWRUV� DQG� IRXU� FRXQWULHV�RI� WKH�(XURSHDQ� 8QLRQ� �(8��� L�H�� WKH� %HQHOX[� FRXQWULHV� RI� %HOJLXP�� /X[HPERXUJ� DQG� WKH�1HWKHUODQGV� ���� FRPSDQLHV�� DQG�*HUPDQ\� ���� FRPSDQLHV��� 'HWDLOV� RI� WKHVH� DVSHFWV� RI� WKH�UHVHDUFK�DUH�VHW�RXW�LQ�&KDSWHU����$�IHZ�VWXGLHV�KDYH�EHHQ�FDUULHG�RXW�ZKLFK�ORRN�DW�&('�E\�*HUPDQ�DQG�%HQHOX[�FRPSDQLHV��VHH��IRU�H[DPSOH��$GDPV�HW�DO���������'LHUNHV��������0pOLV��������5REHUWV��&���������������9DQ�1XIIHO HW�DO����������������1RWDEO\��0pOLV��������FDUULHG�
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RXW�D�FURVV�VHFWLRQDO��RQH�SHULRG�VWXG\�RI�HQYLURQPHQWDO�UHSRUWLQJ�E\�'XWFK�FRPSDQLHV��DQG�9DQ� 1XIIHO HW� DO�� ������� SHUIRUPHG� D� FURVV�VHFWLRQDO�� ORQJLWXGLQDO� VWXG\� RI� HQYLURQPHQWDO�UHSRUWLQJ�E\�%HOJLDQ�FRPSDQLHV�RYHU� WKH�SHULRG�IURP������ WR�������+RZHYHU��DV� IDU�DV� WKH�DXWKRU� LV� DZDUH�� QR� SULRU� ORQJLWXGLQDO� VWXG\� KDV� EHHQ� SHUIRUPHG� RI� &('� E\� *HUPDQ� DQG�%HQHOX[�FRPSDQLHV�ZKLFK�FRYHUV�D�QXPEHU�RI�GLIIHUHQW�LQGXVWU\�VHFWRUV�DQG�FRXQWULHV�
��� 5HVHDUFK�GHVLJQ5HVHDUFK�GHVLJQ�UHIHUV�WR�LWV�RYHUDOO�FRQILJXUDWLRQ��LQFOXGLQJ�WKH�PHWKRGV�E\�ZKLFK�GDWD�DQG�HYLGHQFH� LV� JDWKHUHG�� IURP� ZKHUH�� DQG� KRZ� VXFK� GDWD� DQG� HYLGHQFH� LV� LQWHUSUHWHG�� 7KH�UHVHDUFK� GHVLJQ� RI� WKH� SUHVHQW� VWXG\� IROORZV� WKH� ORJLFDO� SRVLWLYLVW� WUDGLWLRQ� LQ� DGRSWLQJ� D�TXDVL�H[SHULPHQWDO�DSSURDFK����VHH��IRU�H[DPSOH��$EGHO�.KDOLN�DQG�$MLQN\D��������&DPSEHOO�DQG� 6WDQOH\�� ������ &RRN� DQG� &DPSEHOO�� ������ WR� WHVW� K\SRWKHVHV� XQGHU� WKH� K\SRWKHWLFR�GHGXFWLYH�PHWKRG�RI� UHVHDUFK����(PSLULFDO� UHVHDUFK�RI� WKLV�NLQG� LV� W\SLFDOO\�FRQFHUQHG�ZLWK�HVWDEOLVKLQJ� SXWDWLYH� UHODWLRQVKLSV� EHWZHHQ� WZR� RU� PRUH� YDULDEOHV�� 7UDGLWLRQDOO\�� WKHVH�YDULDEOHV� DUH� GLFKRWRPLVHG� DV� LQGHSHQGHQW� RU� GHSHQGHQW� YDULDEOHV�� ZLWK� WKH� UHVHDUFKHU�VWXG\LQJ�KRZ�RQH�YDULDEOH��WKH�GHSHQGHQW�YDULDEOH��EHKDYHV�LQ�UHVSRQVH�WR�FKDQJHV�LQ�DQRWKHU�YDULDEOH��WKH�LQGHSHQGHQW�YDULDEOH���,Q�H[SHULPHQWDO�UHVHDUFK��WKH�UHVHDUFKHU�DWWHPSWV�WR�KROG�DOO�RWKHU�YDULDEOHV�FRQVWDQW� �L�H��FRQWURO� WKHP��ZKLOH�PDQLSXODWLQJ� WKH� LQGHSHQGHQW�YDULDEOH��,Q� DFFRXQWLQJ�� KRZHYHU�� DV� ZLWK� DOO� WKH� VRFLDO� VFLHQFHV�� GLUHFW� PDQLSXODWLRQ� RI� WKH�LQGHSHQGHQW�YDULDEOH�LV�YHU\�UDUHO\�SRVVLEOH�DQG�WKXV�WKH�YDVW�PDMRULW\�RI�DFFRXQWLQJ�UHVHDUFK�FDQQRW�EH�GHVFULEHG�DV�µH[SHULPHQWDO¶��7KH�SUHVHQW�SURMHFW�WKXV�DGRSWV�D�UHVHDUFK�GHVLJQ�WKDW�LV� QRQ�H[SHULPHQWDO� RU� TXDVL�H[SHULPHQWDO� LQ� QDWXUH� �5\DQ� HW� DO��� ������ DQG� LV� VHW� RXW� LQ�VXPPDU\�IRUP�LQ�7DEOH�����EHORZ����:KLOVW�TXDVL�H[SHULPHQWDO�UHVHDUFK�RIIHUV�D�QXPEHU�RI�HPSLULFDO�UHVHDUFK�GHVLJQV��WKH�SUHVHQW�VWXG\�HPSOR\V�D�FRUUHODWLRQDO��H[�SRVW� IDFWR UHVHDUFK�GHVLJQ�ZKLFK�SUHGLFWV� WKDW�FRUUHODWLRQV�H[LVW�EHWZHHQ�YDULDEOHV�� ,PSRUWDQWO\��FRUUHODWLRQDO� UHVHDUFK�GHVLJQ�GRHV�QRW LPSO\�FDXVDOLW\��UDWKHU� WKDW� WKH� YDULDEOHV� XQGHU� VWXG\� FR�YDU\�� ,Q� WKLV� FRQWH[W�� WKH� WKUHH� DFFRXQWLQJ� WKHRULHV�UHIHUUHG�WR�DERYH�VHUYH�DV�WKHRUHWLFDO�FRQVWUXFWV�IRU�H[SODLQLQJ�KRZ�WKH�ZRUOG�ZRUNV�DQG�WKXV�RIIHU�GHVFULSWLYH�H[SODQDWLRQV�IRU� WKH�XQGHUO\LQJ�UHODWLRQVKLS�EHWZHHQ�WKH�YDULDEOHV��([�SRVW�IDFWR UHVHDUFK�GHVLJQ�UHIHUV�WR�WKH�IDFW�WKDW�WKH�YDULDEOHV�XQGHU�VWXG\�DUH�QRW�XQGHU�WKH�GLUHFW�FRQWURO�RI�WKH�UHVHDUFKHU��EXW�KDYH�WR�EH�FKRVHQ�DIWHU�WKH�HYHQW�RI�LQWHUHVW�KDV�RFFXUUHG��5\DQ�HW�DO����������$V�LQGLFDWHG�DERYH��FRUUHODWLRQV�EHWZHHQ�WKH�YDULDEOHV�FDQ�EH�PHDVXUHG�DW�RQH�SRLQW� LQ� WLPH� DFURVV� D� VHW� RI� VXEMHFWV� DQG�RU� RYHU� WLPH�� VWXGLHV�ZKLFK� ORRN� DW� FRUUHODWLRQV�EHWZHHQ� YDULDEOHV� DFURVV� D� VHW� RI� VXEMHFWV� DUH� WHUPHG� FURVV�VHFWLRQDO��ZKHUHDV� WKRVH�ZKLFKORRN�DW� WKH� FRUUHODWLRQV�RYHU� WLPH�DUH� WHUPHG� ORQJLWXGLQDO��+HQFH�� WKH�SUHVHQW� VWXG\� LV�ERWK�FURVV�VHFWLRQDO� DQG� ORQJLWXGLQDO�� )RU� WKHVH� SXUSRVHV�� &('� LV� WUHDWHG� DV� WKH� GHSHQGHQW�YDULDEOH�6WDJHV���DQG���RI�7DEOH�����KDYH�DOUHDG\�EHHQ�GHVFULEHG��6WDJHV���WR���SURYLGH�WKH�VWUXFWXUH�IRU� WKH� UHPDLQLQJ�FKDSWHUV�RI� WKH� WKHVLV� �6HFWLRQ�����EHORZ���$IWHU�KDYLQJ�PDGH� WKH� ORJLFDO�FRQQHFWLRQ� �LQWHUQDO� YDOLGLW\�� EHWZHHQ� WKH� WKUHH� DFFRXQWLQJ� WKHRULHV� DQG�&('�� UHVSHFWLYHO\��VWHS���DERYH���YDULRXV�IDFWRUV��L�H��µILUP�FKDUDFWHULVWLFV¶�DQG�µH[WHUQDO�LQIOXHQFHV¶��ZKLFK�WKH�WKUHH�WKHRULHV�VXJJHVW�DV�EHLQJ�LPSRUWDQW�LQ�WKH�FRQWH[W�RI�WKH�UHVHDUFK�TXHVWLRQV��DUH�FKRVHQ�WR� WHVW� IRU� WKH� H[LVWHQFH� RI� D� SXWDWLYH� DVVRFLDWLRQ� EHWZHHQ� YDULDWLRQV� LQ� HDFK� IDFWRU� DQG�YDULDWLRQV� LQ� WKH�YROXPH�RI�&('� �� WKH�GHSHQGHQW�YDULDEOH���)RU�HDFK� IDFWRU�� WKH�XQGHUO\LQJ�
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DVVRFLDWLRQ�LV�H[SUHVVHG�IRUPDOO\�LQ�WKH�IRUP�RI�DQ�DOWHUQDWLYH�K\SRWKHVLV��WKH�QXOO�K\SRWKHVLV�LQ� HDFK� FDVH� EHLQJ� WKH� K\SRWKHVLV� RI� QR� DVVRFLDWLRQ�� 6WDWLVWLFDO� WHFKQLTXHV� DQG� FRPSXWHUVRIWZDUH� SURJUDPPHV� DUH� HPSOR\HG� WR� WHVW� IRU� WKH� H[LVWHQFH� RI� D� UHODWLRQVKLS� �SRVLWLYH� RU�QHJDWLYH��GHSHQGLQJ�RQ�WKH�SUHGLFWHG�GLUHFWLRQ�RI�WKH�UHODWLRQVKLS�LQ�TXHVWLRQ��EHWZHHQ�HDFK�IDFWRU�DQG�WKH�YROXPH�RI�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH�7DEOH����7KH�UHVHDUFK�DSSURDFK�E\�VWDJHV6WDJH 2EMHFWLYH .H\�LVVXH�V� 'HVFULSWLRQ
� 3UREOHP�GHILQLWLRQ 5HVHDUFK�TXHVWLRQ��³ZK\´�DQG�³VR�ZKDW"´ $UHD�RI�LQWULJXH��:K\�GR�ILUPV�SURYLGH�HQYLURQPHQWDO�GLVFORVXUH"�:KDW�LPSOLFDWLRQV�GR�WKHVH�H[SODQDWLRQV�KDYH�IRU�WKH�UROH�RI�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH�DQG�UHSRUWLQJ�LQ�UHODWLRQ�WR�PDWWHUV�RI�SXEOLF�SROLF\"
� 6WUXFWXUH�GHILQLWLRQ 5HYLHZ�RI�SUDFWLFDO�GHYHORSPHQWV��5HYLHZ�RI�SULRU�UHVHDUFK��)UDPHZRUNV��WKHRULHV�

6WXG\�IRU�D�WHOHRORJLFDO�H[SODQDWLRQ�RI�PDQDJHULDO�EHKDYLRXU�XVLQJ���DFFRXQWLQJ�WKHRULHV�VHW�ZLWKLQ�%XUUHOO�DQG�0RUJDQ¶V��������PRGHO�RI�VRFLRORJLFDO�SDUDGLJPV�
� 'HYHORS�D�³PRGHO´�DQG�K\SRWKHVLV�IRU�HDFK�IDFWRU

%XLOGLQJ�RI�PRGHOV��EDVHG�RQ�D�VHW�RI�DVVXPSWLRQV��WR�WHVW�WKH�WKUHH�WKHRULHV�
0RGHOOLQJ��2Q�WKH�EDVLV�RI�FHUWDLQ�DVVXPSWLRQV��D�ORJLFDO�SURJUHVVLRQ�RI�SURSRVLWLRQV�LV�IRUPXODWHG�ZKLFK�UHVXOW�LQ�D�VHULHV�RI�K\SRWKHVHV�ZKLFK�DUH�XVHG�WR�WHVW�HDFK�WKHRU\�LQ�WHUPV�RI�WKHLU�DELOLW\�WR�H[SODLQ�DQG�SUHGLFW�&('�

� 5HVHDUFK�GHVLJQ 6SHFLILFDWLRQ�RI�WKH�PHDQV�IRU�GDWD�FDSWXUH��LQFOXGLQJ�GHILQLWLRQV�DQG�WKH�GHVLJQ�DQG�GHYHORSPHQW�RI�UHVHDUFK�LQVWUXPHQWV�IRU�WKH�SXUSRVH�RI�SHUIRUPLQJ�WKH�UHVHDUFK�

'HILQLQJ�&('�± WKH�GDWD�WR�EH�FDSWXUHG��6HOHFWLQJ�D�UHVHDUFK�PHWKRG�IRU�FDSWXULQJ�WKH�SKHQRPHQRQ�XQGHU�LQYHVWLJDWLRQ��H�J��FRQWHQW�DQDO\VLV��DQG�GHYHORSLQJ�DSSURSULDWH�LQVWUXPHQWV�IRU�JDWKHULQJ��UHFRUGLQJ�DQG�FRGLQJ�WKH�DWWULEXWHV�RI�WKH�HPSLULFDO�GDWD��WKH�LQGHSHQGHQW�DQG�GHSHQGHQW�YDULDEOHV��
� (PSLULFDO�VWXG\ (PSLULFDO�DQG�ILHOG�UHVHDUFK�� WKH�JDWKHULQJ��DQDO\VLV�DQG�LQWHUSUHWDWLRQ�RI�GDWD�

/RRNLQJ�DW�DFWXDO�EHKDYLRXU�DQG�VHHNLQJ�WR�H[SODLQ�WKDW�EHKDYLRXU�XVLQJ�FRQWHQW�DQDO\VLV�RI�FRUSRUDWH�UHSRUWV�DQG�PDLOHG�TXHVWLRQQDLUHV�WR�VDPSOHG�FRPSDQLHV�DQG�HQYLURQPHQWDO�RUJDQL]DWLRQV�
� 6XPPDU\�HYDOXDWLRQ�DQG�FRQFOXVLRQV

'RHV WKH�GDWD�VXSSRUW�WKH�WKHRU\" 'R�WKH�K\SRWKHVHV�DFFRUG�ZLWK�REVHUYHG�IDFWV"�:KDW�DUH�WKH�OLPLWDWLRQV�DQG�FRQVWUDLQWV"�$UH�WKHUH�DQ\�QHZ�ILQGLQJV�RU�GLIIHUHQFHV�IURP�SULRU�UHVHDUFK"�:KDW�LPSOLFDWLRQV�GR�WKH�ILQGLQJV�KDYH�IRU�PDWWHUV�RI�SXEOLF�SROLF\"
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$QDO\VLV�DQG�LQWHUSUHWDWLRQ��VWDJH����LQYROYHV�WKH�XVH�RI�ERWK�IRUPDO��SRVLWLYLVW�PHWKRGRORJ\��EDVHG� RQ� SXWDWLYH� DVVRFLDWLRQV� EHWZHHQ�&('� DQG� RWKHU� IDFWRUV�� DQG� WKH� XVH� RI� LQWHUSUHWLYH�UHVHDUFK��WKH�ODWWHU�WR�LQWHUSUHW�WUHQGV�LQ�&('�RYHU�WLPH��7KH�PDLQ�GLIIHUHQFHV�EHWZHHQ�WKHVH�WZR�DSSURDFKHV�WR�UHVHDUFK�DUH�VXPPDULVHG�LQ�7DEOH�����EHORZ��$�GHWDLOHG�FRQVLGHUDWLRQ�RI�WKHVH� LVVXHV� LV� RXWVLGH� WKH� VFRSH� RI� WKH� SUHVHQW� VWXG\� �VHH�� IRU� H[DPSOH��$EGHO�.KDOLN� DQG�$MLQN\D�� ������ %XUUHOO� DQG� 0RUJDQ�� ������ (DVWHUE\�6PLWK� HW� DO��� ������ (UODQGVRQ� HW� DO���������/DXJKOLQ��������/HH��������0RUH\�DQG�/XWKDQV��������5\DQ�HW�DO�����������
7DEOH����&RQWUDVW�EHWZHHQ�SRVLWLYLVW�DQG�LQWHUSUHWLYH�DSSURDFKHV�WR�UHVHDUFK$VSHFW 3RVLWLYLVW�DSSURDFK ,QWHUSUHWLYH�DSSURDFK5HVHDUFKHU ,QGHSHQGHQW ,QYROYHG6DPSOHV /DUJH 6PDOO7KHRULHV�GDWD 7HVWLQJ�K\SRWKHVHV *HQHUDWLQJ�GDWD�WHOOLQJ�VWRULHV1DWXUH�RI�WKH�ZRUN 4XDVL�H[SHULPHQWDO�GHVLJQ )LHOG�ZRUN�± WKH�VWXG\�RI�UHDO�RUJDQL]DWLRQV�RU�VRFLDO�VHWWLQJV3UHIHUUHG�PHWKRGRORJ\ +\SRWKHWLFR�GHGXFWLYH�YHULILFDWLRQLVP��ORJLFDO�SRVLWLYLVP�

0XOWLSOH�PHWKRGV�WR�HVWDEOLVK�GLIIHUHQW�YLHZV�RI�SKHQRPHQD��LQFOXGLQJ�QDWXUDOLVWLF�HQTXLU\��KHUPHQHXWLFV��HWKQRJUDSK\��SKHQRPHQRORJ\�DQG�FDVH�VWXGLHV
7DEOH�����GHSLFWV�WKH�WZR�H[WUHPHV�RI�D�VSHFWUXP��ZLWK�WKH�WZR�WUDGLWLRQV�RFFXS\LQJ�RSSRVLWH�HQGV� RI� WKDW� VSHFWUXP�� $OWKRXJK� DW� D� SKLORVRSKLFDO� OHYHO� WKHVH� WZR� DSSURDFKHV� DUH� FOHDUO\�GLIIHUHQW�� LQ� SUDFWLFH� PDQ\� UHVHDUFKHUV� LQ� WKH� VRFLDO� VFLHQFHV� DGRSW� D� SUDJPDWLF� YLHZ� E\�GHOLEHUDWHO\� FRPELQLQJ� UHVHDUFK� GHVLJQV� DQG�PHWKRGV� GUDZQ� IURP�ERWK� WUDGLWLRQV� VXFK� WKDW�WKH� GLVWLQFWLRQ� EHWZHHQ� WKH� WZR� LV� RIWHQ� EOXUUHG� �(DVWHUE\�6PLWK� HW� DO��� ��������� 6XFK� DQ�DSSURDFK�FDQ�EH� IRXQG�DPRQJVW�&65�UHVHDUFKHUV�ZKR�XVH�D�YDULHW\�RI� UHVHDUFK�PHWKRGV� LQ�H[SORULQJ� WKH� QDWXUH� DQG� FDXVHV� RI� &65� �FRPSDUH�� IRU� H[DPSOH�� WKH� GLIIHUHQW� DSSURDFKHV�WDNHQ�E\�*UD\�HW�DO�������E�DQG������WR�WKH�VDPH�XQGHUO\LQJ�GDWD�VHW���2UJDQL]DWLRQ�WKHRULVWV�KDYH� VRXJKW� WR� LQWHJUDWH� ERWK� DSSURDFKHV� WR� HVWDEOLVK� DQ� LQWHJUDWHG� IUDPHZRUN� IRU� WKH� WZR��VHH�� IRU� H[DPSOH�� /HH�� ������� ,W� LV� QRW�� WKHUHIRUH�� QHFHVVDULO\ VWULFWO\� D� FKRLFH� EHWZHHQ�DOWHUQDWLYH� UHVHDUFK�PHWKRGV��EXW�UDWKHU� WKH�VHOHFWLRQ�RI�DSSURSULDWH��DQG�DFFHSWHG��PHWKRGV�RI�LQTXLU\��KDYLQJ�UHJDUG�WR�WKH�SKHQRPHQRQ�XQGHU�LQYHVWLJDWLRQ�DQG�WKH�UHVHDUFK�TXHVWLRQV�DW�KDQG��0RUJDQ�DQG�6PLUFLFK��������
��� &RUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH��&('��GHILQHG7KH� UHVHDUFK� DSSURDFK�DGRSWHG� LQ� WKH�SUHVHQW� VWXG\� LV� LPSOLFLWO\� OLQNHG� WR� WKH�GHILQLWLRQ�RI�&('�� WKLV� GHILQLWLRQ� LWVHOI� EHLQJ� GUDZQ� IURP� RQH� SDUWLFXODU� EUDQFK� RI� WKH� &65� OLWHUDWXUH��2WKHU�DSSURDFKHV�FRXOG�REYLRXVO\�SURYLGH�GLIIHUHQW�GHILQLWLRQV�RI�&65�IURP�WKRVH�SURYLGHG�EHORZ� EXW� DUH� QRW� FRQVLGHUHG� UHOHYDQW� WR� WKH� SUHVHQW� VWXG\�� ,Q� DWWHPSWLQJ� WR� DUULYH� DW� D�GHILQLWLRQ�RI�&('�WKDW�LV�FRQVLVWHQW�ZLWK�SULRU�&65�OLWHUDWXUH�LW�LV�LPPHGLDWHO\�DSSDUHQW�WKDW�WKHUH�DOUHDG\�H[LVWV�D�SOHWKRUD�RI�WHUPV�IRU�GHVFULELQJ�WKLV�EURDG�DUHD�RI�DFFRXQWDQF\�SUDFWLFH�DQG� DFDGHPLF� HQTXLU\�� 7KHVH� LQFOXGH� µ6RFLDO� 5HVSRQVLELOLW\� 5HSRUWLQJ¶�� µ6RFLDO�
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5HVSRQVLELOLW\� $FFRXQWLQJ¶�� µ6RFLDO� $FFRXQWLQJ¶�� µ6RFLDO DQG� (QYLURQPHQWDO� $FFRXQWLQJ¶��µ&RUSRUDWH� 6RFLDO� �5HVSRQVLELOLW\�� 5HSRUWLQJ¶�� µ&RUSRUDWH� (QYLURQPHQWDO� $FFRXQWLQJ¶� DQG�µ&RUSRUDWH�(QYLURQPHQWDO�5HSRUWLQJ¶����7KH� IRFXV�RI� WKH�SUHVHQW�VWXG\� LV�RQ� WKDW�EUDQFK�RI�VRFLDO� DQG� HQYLURQPHQWDO� DFFRXQWLQJ� UHVHDUFK�ZKLFK� FRQFHUQV� LWVHOI�ZLWK�H[WHUQDO�FRUSRUDWH�VRFLDO�DQG�HQYLURQPHQWDO�UHSRUWLQJ��&65���9DULRXV� WHUPV� KDYH� EHHQ� XVHG� WR� GHVFULEH� WKLV� DUHD� RI� DFDGHPLF� HQTXLU\� LQFOXGLQJ� &65��µ6RFLDO� 5HVSRQVLELOLW\� 'LVFORVXUHV¶� DQG� µ&RUSRUDWH� 6RFLDO� 5HSRUWLQJ¶� �0DWKHZV�� �������7KHVH� GLIIHUHQW� WHUPV� WHQG� WR� EH� XVHG� E\� UHVHDUFKHUV� DSSURDFKLQJ� WKH� VXEMHFW� DUHD� IURP�VOLJKWO\�GLIIHUHQW�SHUVSHFWLYHV�GXH� WR� VRFLDO�DQG�FXOWXUDO� LQIOXHQFHV��DQG�DOVR�EHFDXVH�RI� WKH�IDFW�WKDW�VRFLDO�DQG�HQYLURQPHQWDO�DFFRXQWLQJ�LV�D�YHU\�EURDG�WHUP��*UD\���������7KHUH�LV�DOVR�D� ODFN� RI� FRQVLVWHQF\� LQ� WKH� UHVHDUFK� RXWSXW� RI� WKRVH� ZRUNLQJ� LQ� WKH� ILHOG� RI� VRFLDO� DQG�HQYLURQPHQWDO�DFFRXQWLQJ�GXH� WR� WKH� IDFW� WKDW� UHVHDUFKHUV�GR�QRW� IRFXV�RQ� WKH�VDPH� W\SH�RI�FRUSRUDWH� VRFLR�HFRQRPLF� DFWLYLW\�� UHVXOWLQJ� LQ� IUDJPHQWHG� HQTXLULHV� DQG� WKH� ODFN� RI� D�FRPPRQ� DSSURDFK� �*XWKULH� DQG�0DWKHZV�� �������$V� D� UHVXOW�� FRPSDULVRQ� RI� WKH� UHVXOWV� RI�SULRU� VWXGLHV� LV� SUREOHPDWLF� EHFDXVH� RI� GLIIHUHQFHV� LQ� GHILQLWLRQ�� VXUYH\� PHWKRGV�� WLPLQJ��VDPSOH� VL]H� DQG� VHOHFWLRQ� FULWHULD� �*XWKULH� DQG� 0DWKHZV�� ������� +RZHYHU�� LW� LV� SHUKDSV�UHDVRQDEOH�WR�VXJJHVW�WKDW��E\�DQG�ODUJH��&65�UHVHDUFKHUV�DUH�WDONLQJ�DERXW�WKH�VDPH�WKLQJ��$V�*UD\�HW�DO� �����E��DUJXH��&65�DQG�&('�KDYH�PDQ\�YLUWXDO�V\QRQ\PV�DQG�WKH�GLIIHUHQFHV�LQ�QRPHQFODWXUH� DUH� SUREDEO\�QRW� LPSRUWDQW�ZKHQ� HQYLURQPHQWDO� UHSRUWLQJ� DQG� GLVFORVXUH� DUH�YLHZHG� DV�PHUHO\� RQH� IDFHW� RI� VRFLDO� UHSRUWLQJ� DQG�GLVFORVXUH��:KLOVW� LW� LV� WKH� ODWWHU�ZKLFK�IRUPV� WKH� IRFXV� RI� WKH� SUHVHQW� VWXG\�� LW� LV� ZRUWK� QRWLQJ� WKDW� WKHUH� LV� D� FORVH� UHODWLRQVKLS�EHWZHHQ�&65�DQG�VRFLDO�DFFRXQWLQJ��6$���WKH�GLVWLQFWLRQ�EHWZHHQ�WKH�WZR�RIWHQ�EHLQJ�EOXUUHG�GXH� WR� IRUPV� RI�6$�SURYLGLQJ� RQH� VRXUFH� IRU� WKH�SUDFWLFH� DQG� UHVHDUFK�RI�&65����0DUTXqV��������UHIHUV�WR�WKH�WZR�DGMHFWLYHV�³VRFLDO´�DQG�³VRFLHWDO´��SUHIHUULQJ�WR�XVH�WKH�WHUP�³VRFLHWDO�DFFRXQWLQJ´�ZKLFK�KH�GHILQHG�DV�D� V\VWHP�RI�DFFRXQWLQJ�ZKLFK�HPSKDVLVHV� WKH� UHODWLRQVKLS�EHWZHHQ�D�EXVLQHVV� DQG� VRFLHW\� DV� D�ZKROH� UDWKHU� WKDQ�VLPSO\�EHWZHHQ� WKH�EXVLQHVV�DQG� LWV�HPSOR\HHV�� 7KH� *HUPDQ� ODQJXDJH� DOVR� KDV� WZR� DGMHFWLYHV�� ³VR]LDO´ DQG�³JHVHOOVFKDIWVEH]RJHQ´��ZKLFK�KDYH� WKH�VDPH�VKDGH�RI�PHDQLQJ�DV� WKH�(QJOLVK�³VRFLDO´�DQG�³VRFLHWDO´�� UHVSHFWLYHO\�� *UD\� DQG� %HEELQJWRQ� �������� LQ� D� EULHI� LQWURGXFWLRQ� WR� VRFLDO�DFFRXQWLQJ��GHVFULEH�LW�DV�«�D�GLYHUVH�DFWLYLW\�>WKDW@�KDV�EHHQ�DQ�DFWLYH DUHD�RI�UHVHDUFK�DQG�SUDFWLFH�VLQFH� WKH� HDUO\� ����V�� ,W� LV� SULQFLSDOO\� FRQFHUQHG� ZLWK� RIIHULQJ�� LI� QRW� DQ�DOWHUQDWLYH�� WKHQ� D� FRPSOHPHQWDU\� IRUP� RI� DFFRXQWLQJ� WR� WKH� GRPLQDQW�HFRQRPLF�DQG�SURILW�RULHQWDWHG�HPSKDVLV�RI�RUJDQL]DWLRQV �S��������)URP�WKLV�SHUVSHFWLYH��WKH�IRUPV�DQG�VXEMHFW�PDWWHU�RI�VRFLDO�DFFRXQWLQJ�DUH�YLUWXDOO\�LQILQLWH��WKH� µXQLYHUVH¶� RI� DOO� SRVVLEOH� VRFLDO� DFFRXQWLQJV� �*UD\�� ������ EHLQJ� OLPLWHG� RQO\� E\� RXU�LPDJLQDWLRQV��*UD\�HW�DO������������+RZHYHU��WR�SURYLGH�VRPH�VRUW�RI�VWUXFWXUH�WR�VXFK�D�ZLGH�DQG� EXUJHRQLQJ� ILHOG�� *UD\� FDWHJRULVHV� VRFLDO� DQG� HQYLURQPHQWDO� DFFRXQWLQJ� DQG� µDXGLWV¶�EDVHG�XSRQ�D�GLVWLQFWLRQ�EHWZHHQ�LQWHUQDO�DQG�H[WHUQDO�SDUWLFLSDQWV�LQ�WKH�DFFRXQWLQJ�SURFHVV��7DEOH�������2I�WKH�IRXU�TXDGUDQWV�VKRZQ�LQ�7DEOH������WKDW�RQ WKH�ERWWRP�OHIW��L�H��UHSRUWV�DQG�QRQ�UHSRUWV�SUHSDUHG�LQWHUQDOO\ IRU�H[WHUQDO FRQVXPSWLRQ��LV�WKH�PRVW�UHOHYDQW�WR�WKH�SUHVHQW�VWXG\�� FRQWDLQLQJ� WKH� PRUH� VRSKLVWLFDWHG� IRUPV� RI� DFFRXQWLQJV� E\� ZKLFK� RUJDQL]DWLRQV�FRPPXQLFDWH� VRFLDO�DQG�HQYLURQPHQWDO� LQIRUPDWLRQ��7KLV� LQFOXGHV�QRW� MXVW� WKH�PRUH�YLVLEOH�
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IRUPV��VXFK�DV�HQYLURQPHQWDO�DQG�VRFLDO�UHSRUWV��EXW�DOVR�WKH�µVLOHQW�VRFLDO�DQG�HQYLURQPHQWDO�DFFRXQWV¶��*UD\����������
7DEOH����&DWHJRULVDWLRQ�RI�6RFLDO�DQG�(QYLURQPHQWDO�$FFRXQWLQJ�DQG�µ$XGLWV¶

5HSRUW�FRPSLOHG�E\�«�5HSRUW�IRU�WKH�FRQVXPSWLRQ�RI�« ,QWHUQDO�SDUWLFLSDQWV ([WHUQDO�SDUWLFLSDQWV
,QWHUQDO�3DUWLFLSDQWV

(QYLURQPHQWDO�DXGLWV�DFFRXQWLQJ(06�± (0$6�,62�����&RPSOLDQFH�DXGLW��H�J��6$�����6RFLDO�UHVSRQVLELOLW\�DXGLW
5HJXODWRUV�UHSRUWV�± H�J��(3$6XSSOLHUV�DXGLWV'XW\�RI�&DUH�DXGLWV(QYLURQPHQWDO�FRQVXOWDQWV

([WHUQDO�3DUWLFLSDQWV
'LVFORVXUH�LQ�DQQXDO�UHSRUWV7KH�µVLOHQW�VRFLDO�DFFRXQWV¶(QYLURQPHQW�UHSRUWV�	�VRFLDO�UHSRUWV*5,�¶6XVWDLQDELOLW\¶�UHSRUWV

([WHUQDO�µVRFLDO�DXGLWV¶(WKLFDO�LQYHVWPHQW&RQVXPHU�	�SUHVVXUH�JURXS�DXGLWV7UDGH�8QLRQ�UHSRUWV
6RXUFH��*UD\���������1%��7KHVH�FDWHJRULHV�DUH�QRW�FODLPHG�E\�*UD\�WR�EH�XQHTXLYRFDOO\�GLVFUHWH�:LWKLQ� WKLV� IUDPHZRUN�� &65� LV� W\SLFDOO\� VHHQ� DV� ³«� FRPSULVLQJ� LQIRUPDWLRQ� UHODWLQJ� WR� D�FRUSRUDWLRQ¶V� DFWLYLWLHV�� DVSLUDWLRQV� DQG� SXEOLF� LPDJH� ZLWK� UHJDUG� WR� HQYLURQPHQWDO��FRPPXQLW\�� HPSOR\HH� DQG� FRQVXPHU� LVVXHV´� �*UD\� HW� DO�� ������ S������� 7KLV� GHILQLWLRQ�KLJKOLJKWV�WKUHH�NH\�DVSHFWV�RI�&65��L� LW�LQYROYHV�WKH�VHOI�UHSRUWLQJ�RI�LQIRUPDWLRQ�DQG�WKH�FRPPXQLFDWLRQ�RI�WKDW�LQIRUPDWLRQ�LQ� D�YDULHW\�RI�GLIIHUHQW� IRUPV�DQG�PHGLXPV��ZKLOVW� WKH�DQQXDO� UHSRUW�DQG�DFFRXQWV� LV�WUDGLWLRQDOO\� SHUFHLYHG� DV� D� NH\� VRXUFH� RI� LQIRUPDWLRQ� RI� D� FRPSDQ\¶V� VRFLDO� DQG�HQYLURQPHQWDO�DFWLYLWLHV��RWKHU�IRUPV�RI�VHOI�UHSRUWLQJ�XVHG�E\�FRPSDQLHV�LQ�WKLV�FRQWH[W�LQFOXGH� VWDQG�DORQH� HQYLURQPHQWDO� UHSRUWV�� HPSOR\HH� DQG� VRFLDO� UHSRUWV�� EURFKXUHV��SDPSKOHWV��FRPSDQ\�YLGHRV�DQG�PDWHULDO�SUHSDUHG�IRU�GLVWULEXWLRQ�DW�FRPSDQ\�PHHWLQJV�ZLWK�LQYHVWRUV��VWDNHKROGHUV�DQG�RWKHU�VHFWLRQV�RI�VRFLHW\��LL� LW� LV� FRQFHUQHG�ZLWK�PRUH� WKDQ� MXVW� FRPPXQLFDWLRQ� DERXW� D� FRPSDQ\¶V� DFWLYLWLHV�� EXW�VSDQV� ZLGHU� WR� LQFOXGH� WKH� FRPSDQ\¶V� �DV� VSHFLILHG� E\� LWV� WRS� PDQDJHPHQW�� JRDOV��REMHFWLYHV� DQG� DPELWLRQV� IRU� WKH� IXWXUH�� DV� ZHOO� DV� WKH� SXEOLF� UHODWLRQV� DVSHFW� RI�LQIRUPDWLRQ�� KHQFH�� HQYLURQPHQWDO� LQIRUPDWLRQ� FDQ� WDNH� D� YDULHW\� RI� GLIIHUHQW� IRUPV��LQFOXGLQJ�GHVFULSWLYH��QRQ�PRQHWDU\�TXDQWLILHG�GDWD�DQG�PRQHWDU\�GDWD��DQG��LLL� WKH� UDQJH� RI� LVVXHV� IDOOLQJ�ZLWKLQ� µHQYLURQPHQW¶� LV�ZLGH�� LQFOXGLQJ�PDWWHUV� UHODWLQJ� WR�HPSOR\PHQW� DQG� HPSOR\HHV�� UHODWLRQVKLSV� ZLWK� ORFDO� DQG� UHJLRQDO� FRPPXQLWLHV��FRQVXPHU�DQG�FXVWRPHU� LVVXHV�DQG�HQYLURQPHQWDO� LVVXHV�� HQHUJ\�XVDJH�DQG�HIILFLHQF\��FRUSRUDWH�JRYHUQDQFH��KHDOWK�DQG�VDIHW\��HWF�$OWKRXJK�WKHUH�DUH�PDQ\�GLIIHUHQW�GHILQLWLRQV�WR�EH�IRXQG�LQ�WKH�OLWHUDWXUH��WKHUH�LV�ZLGHVSUHDG�DJUHHPHQW� WKDW�&65�LV�HVVHQWLDOO\�FRQFHUQHG�ZLWK�GLVFORVXUH�RI� LQIRUPDWLRQ�E\�FRUSRUDWLRQV�DQG� RWKHU� IRUPV� RI� EXVLQHVV� RUJDQL]DWLRQV� DERXW� WKHLU� VRFLDO DFWLYLWLHV� LQ� ILQDQFLDO�� QRQ�ILQDQFLDO�� TXDQWLWDWLYH� DQG� TXDOLWDWLYH� WHUPV�� µ6RFLDO¶� LQ� WKLV� FRQWH[W� KDV� D� EURDG�PHDQLQJ��



3UHOLPLQDULHV

��

UHIHUULQJ� DV� LW� GRHV� WR� WKH� LQWHUDFWLRQ� EHWZHHQ� VXFK� RUJDQL]DWLRQV� DQG� WKH� VRFLHWLHV� DQG�HQYLURQPHQWV�LQ�ZKLFK�WKH\�RSHUDWH��DQG�HQFRPSDVVLQJ�QRW�RQO\�HFRQRPLF�DFWLYLWLHV�EXW�RWKHU�DUHDV�RI�VXFK�DV�KXPDQ�UHVRXUFHV��HPSOR\HH�UHODWLRQV��HQYLURQPHQWDO�DQG�HWKLFDO� LVVXHV�DQG�FRPPXQLW\� LQYROYHPHQW�� HWF�� 6XFK� D� SHUVSHFWLYH� DULVHV� IURP� WKH� UHFRJQLWLRQ� WKDW� ³«� >D@OO�HFRQRPLF� RUJDQL]DWLRQV� RSHUDWH� ZLWKLQ� D� ODUJHU� VRFLDO� HQYLURQPHQW� DQG� IRU� WKH� SXUSRVH� RI�VHUYLQJ� WKH�QHHGV�± HFRQRPLF�� KXPDQ�DQG� VRFLDO�± WKDW�DULVH� WKHUHLQ´� �'LHUNHV�DQG�3UHVWRQ�������S�����*XWKULH�DQG�3DUNHU���������IRU�H[DPSOH��GHILQH�&65�DV�D�FRUSRUDWLRQ¶V�UHSRUWLQJ�RQ� WKH� VRFLDO� LPSDFWV� RI� LWV� DFWLYLWLHV�� WKH� HIIHFWLYHQHVV� RI� LWV� VRFLDO� SURJUDPPHV�� WKH�GLVFKDUJLQJ� RI� LWV� VRFLDO� UHVSRQVLELOLWLHV�� DQG� WKH� VWHZDUGVKLS� RI� LWV� RZQ� VRFLDO� UHVRXUFHV��)URP� WKLV� SHUVSHFWLYH�� RUJDQL]DWLRQV� DUH� YLHZHG� DV� KDYLQJ� PRUH� WKDQ� MXVW� HFRQRPLF� RU�ILQDQFLDO�UHODWLRQVKLSV��EXW�DOVR�VRFLDO��KXPDQ�DQG�HFRORJLFDO�UHODWLRQVKLSV�ZLWK DOO�WKRVH�ZKR�DUH� DIIHFWHG� E\� WKH� DFWLYLWLHV� RI� WKH� RUJDQL]DWLRQ�� LQFOXGLQJ� HPSOR\HHV�� PDQDJHPHQW��VKDUHKROGHUV�� FXVWRPHUV� DQG� VXSSOLHUV� DQG� RWKHU� JURXSV� LQ� VRFLHW\� VXFK� DV� FRQVXPHUV� DQG�ORFDO� FRPPXQLWLHV�� /HVVHP� �������� IRU� H[DPSOH�� DUJXHV� WKDW� VRFLDO� UHSRUWLQJ� LV� DERXW�FRPPXQLFDWLRQ� DQG� VKRXOG� EH� VHHQ� DV� SDUW� RI� WKH� SURFHVV� E\� ZKLFK� GHFLVLRQ� PDNHUV� DUH�LQIRUPHG�DERXW�WKH�VRFLDO�FRVWV�DQG�EHQHILWV�RI�WKHLU�DFWLRQV��*UD\�HW�DO� �������FDVW�WKHLU�QHW�HYHQ�ZLGHU��YLHZLQJ�&65�DV�HQFRPSDVVLQJ�DOO�SRVVLEOH�IRUPV�RI�DFFRXQWLQJ���&65�FDQ�WDNH�D�SRWHQWLDOO\�LQILQLWH�UDQJH�RI�IRUPV��,W�FDQ�EH�GHVLJQHG�WR�IXOILO�DQ\� RQH� RU� PRUH� RI� D� ZLGH� UDQJH� RI� REMHFWLYHV�� ,W� FDQ� FRYHU� D� P\ULDG� RI�GLIIHUHQW� VXEMHFWV�� &65� FDQ� EH� FRQVWUXFWHG� DURXQG� DOPRVW� DQ\� W\SH� RI�LQIRUPDWLRQ�RU�ZLWK�DOPRVW�DQ\�VRUW�RI�IRFXV��,W�LV�QRW�D�V\VWHPDWLF��UHJXODWHG�RU� ZHOO�HVWDEOLVKHG� DFWLYLW\� DQG� VR� ZKDW� LV� FRYHUHG� «� LV� OLPLWHG� �LQ�GHVFULSWLRQ�� RQO\� E\� SUDFWLFH� DQG� �LQ� SUHVFULSWLRQ�� RQO\� E\�RXU� LPDJLQDWLRQV�S����,Q�SUDFWLFH��UHVHDUFK�LQWR�&65�WHQGV�WR�EH�JURXSHG�DURXQG�D�µFRUH�VHW¶�RI�VXEMHFW�DUHDV��*UD\�HW� DO�� �������� IRU� H[DPSOH�� GLVWLQJXLVK� EHWZHHQ� ��� VXFK� FRUH� DUHDV� LQFOXGLQJ� VKDUHKROGHUV��HPSOR\HHV�� FRQVXPHUV�� FRPPXQLW\�� HQYLURQPHQW�� DQG� GHDOLQJV�ZLWK� RWKHU� FRXQWULHV�� ,Q� WKH�8.�� WKH� DQQXDO� VXUYH\ RI� 8.� SXEOLVKHG� DFFRXQWV��)LQDQFLDO� 5HSRUWLQJ�� SXEOLVKHG� E\� WKH�,QVWLWXWH�RI�&KDUWHUHG�$FFRXQWDQWV�LQ�(QJODQG�DQG�:DOHV��,&$(:��� LQFOXGHG�IRU�D�QXPEHU�RI� \HDUV� D� FKDSWHU� RQ� µVRFLDO� UHSRUWLQJ¶�� WKH� YROXQWDU\� GLVFORVXUH� RI� ZKLFK� ZDV� FODVVLILHG�XVLQJ�WKH�VDPH�VHYHQ�FDWHJRULHV�DV�HPSOR\HG�LQ�WKH�VXUYH\V�RI�(UQVW�	�(UQVW�������������LQ�WKH�86��QDPHO\��x KXPDQ�UHVRXUFHV � H�J��ZRUNHU�KHDOWK�DQG�VDIHW\��HTXDO�HPSOR\PHQW�RSSRUWXQLW\�DQG�HPSOR\PHQW�SUDFWLFHV�LQ�WKLUG�ZRUOG�FRXQWULHV��x IDLU�EXVLQHVV�SUDFWLFH � H�J��VWDWHPHQWV�LQ�UHODWLRQ�WR�GRLQJ�EXVLQHVV�ZLWK�UHSUHVVLYH�UHJLPHV��x HQHUJ\ � H�J��HQHUJ\�FRQVHUYDWLRQ�DQG�HIILFLHQF\��x FRPPXQLW\�LQYROYHPHQW � H�J��FKDULWDEOH�GRQDWLRQV��x SURGXFWV�� H�J��SURGXFW�VDIHW\��SURGXFWLRQ�RI�GDQJHURXV�RU�WR[LF�VXEVWDQFHV��x HQYLURQPHQW� � H�J�� SURYLGLQJ� GDWD� DERXW� WKH� FRUSRUDWLRQ¶V� LPSDFW� RQ� WKH� QDWXUDO�HQYLURQPHQW��SROOXWLRQ���DQG�x RWKHU � H�J�� JHQHUDO� VWDWHPHQWV� RI� VRFLDO� FRQFHUQ� RU� RWKHU� GLVFORVXUHV� RI� D� VRFLDO�UHVSRQVLELOLW\�QDWXUH�QRW�VSHFLILFDOO\�UHODWHG�WR�WKH�DERYH�FDWHJRULHV�



3UHOLPLQDULHV

��

*HQHUDOO\�VSHDNLQJ�µWKH�HQYLURQPHQW¶�LV�DOPRVW�DOZD\V�VHHQ�DV�D�GLVWLQFW�FDWHJRU\�RI�&65����2¶'Z\HU� �����D�� S����� LQ� WKH� VSHFLILF� FRQWH[W� RI� KLV� VWXG\� RI� FRUSRUDWH� HQYLURQPHQWDO�UHSRUWLQJ� LQ� ,UHODQG�� GHILQHV� WKH� ODWWHU� DV� ³«WKH� SURFHVV� RI� FRPPXQLFDWLQJ� H[WHUQDOO\� WKH�HQYLURQPHQWDO�HIIHFWV�RI�RUJDQL]DWLRQV¶�HFRQRPLF�DFWLRQV�WKURXJK�WKH�FRUSRUDWH�DQQXDO�UHSRUW�RU� D� VHSDUDWH� VWDQG�DORQH� SXEOLFO\� DYDLODEOH� HQYLURQPHQW� UHSRUW�´� 2¶'Z\HU¶V� GHILQLWLRQ�SUREDEO\� FRPHV� FORVHVW� WR� WKH� VXEMHFW� PDWWHU� RI� WKH� SUHVHQW� VWXG\�� +RZHYHU�� 2¶'Z\HU�IRFXVHG�PDLQO\�RQ� WKH�DQQXDO� UHSRUW�DQG�DFFRXQWV�ZKHUHDV� WKH�SUHVHQW� VWXG\� LQFOXGHV�RWKHU�µDQQXDOLVHG¶� UHSRUWV�VXFK�DV�VRFLDO�DQG�HQYLURQPHQW�UHSRUWV��&RQVHTXHQWO\��IRU� WKH�SXUSRVHV�RI� WKH� SUHVHQW� VWXG\�� WKH� WHUP� &('� LV� EHLQJ� XVHG� LQ� UHIHUHQFH� WR� ERWK� WKH� GLVFORVXUH� RI�HQYLURQPHQWDO� LVVXHV� LQ� FRUSRUDWH� UHSRUWV� DQG� WKH� UHSRUWLQJ� RI� HQYLURQPHQWDO� LVVXHV� LQ�GHGLFDWHG� VRFLDO� DQG� HQYLURQPHQW� UHSRUWV��0RUHRYHU�� LQ� NHHSLQJ�ZLWK� *UD\�HW� DO�� �����E���&('� LV� LQWHUSUHWHG� DV� LQFOXGLQJ� KHDOWK� DQG� VDIHW\� DQG� HQHUJ\� XVDJH� DQG� HIILFLHQF\� LVVXHV��7DEOH�����SURYLGHV�D�GHILQLWLRQ�RI�&('�WKDW�LV�XVHG�LQ�WKH�SUHVHQW�VWXG\��)XUWKHU�GHWDLOV�RI�WKH�GHILQLWLRQ�RI�&('�DUH�JLYHQ�LQ�&KDSWHU���
7DEOH����'HILQLWLRQ�RI�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH��&('�
7KH�H[WHUQDO�FRPPXQLFDWLRQ�RI�HQYLURQPHQWDO��KHDOWK�DQG�VDIHW\�DQG�HQHUJ\�LVVXHV�UHODWLQJ�WR�WKH� SROLFLHV�� DFWLYLWLHV�� XQGHUWDNLQJV� DQG� EHOLHIV� RI� DQ� RUJDQL]DWLRQ� WKURXJK� FRPSDQ\�ZLGH�UHSRUWV�ZKLFK�DUH�SODFHG�LQ�WKH�SXEOLF�GRPDLQ�RQ�D�UHJXODU�DQG�FRQWLQXLQJ�EDVLV�

��� &KDSWHU�RXWOLQH7KH�UHPDLQLQJ�FKDSWHUV�RI� WKLV�VWXG\�DUH�RUJDQL]HG�DORQJ�WKH�OLQHV�RI� WKH�UHVHDUFK�DSSURDFK�VHW�RXW�LQ�7DEOH������DERYH��&KDSWHUV���WR���SURYLGH�WKH�VWUXFWXUH�GHILQLWLRQ SKDVH��&KDSWHU���UHYLHZV� DFFRXQWLQJ� DQG� UHSRUWLQJ� SUDFWLFHV� DVVRFLDWHG� ZLWK� FRUSRUDWH� HQYLURQPHQWDO�GLVFORVXUH�DQG�UHSRUWLQJ��&('��ZLWKLQ�WKH�IUDPHZRUN�RI�&65�JHQHUDOO\��,Q�GRLQJ�VR��&KDSWHU��� VHHNV� WR� SODFH� WKH� SUHVHQW� VWXG\� LQ� LWV� SURSHU� KLVWRULFDO�� SROLWLFDO� DQG� VRFLDO� FRQWH[W��7KH�SDUWLFXODU�UROH�SOD\HG�E\�WKH�DFFRXQWDQF\�SURIHVVLRQ�LQ�SURPRWLQJ�&('�LV�H[SORUHG��WRJHWKHU�ZLWK�D�UHYLHZ�RI�VRPH�RI�WKH�VLJQLILFDQW�GHYHORSPHQWV�DQG�WUHQGV�LQ�&('��DQG�D�W\SRORJ\�RI�WKH�PDLQ�DSSURDFKHV�E\�ODUJH�FRUSRUDWLRQV�WR�&('��LQ�WKH�����V��&KDSWHU���DOVR�LQFOXGHV�ERWK�D� UHYLHZ� RI� VSHFLILF� (XURSHDQ� DFFRXQWLQJ� DQG� FRPSDQ\� ODZ� UHTXLUHPHQWV�ZKLFK� DIIHFW� WKH�GLVFORVXUH� RI� HQYLURQPHQWDO� LVVXHV� LQ� FRUSRUDWH� DQQXDO� UHSRUWV� DQG� RI� UHFHQW� LQWHUQDWLRQDO�UHJXODWRU\�DQG�YROXQWDU\�GHYHORSPHQWV�FRQFHUQLQJ�VWDQG�DORQH�HQYLURQPHQW�UHSRUWV��&KDSWHU��� SURYLGHV� D� UHYLHZ� RI� SULRU� UHVHDUFK� LQWR� WKH� QDWXUH� DQG� FDXVHV� RI� &65�� ORFDWLQJ� WKH�SDUWLFXODU�DUHD�RI�&65�UHVHDUFK�WKDW�LV�RI�UHOHYDQFH�WR�WKH�SUHVHQW�VWXG\��7KH�FKDSWHU�EHJLQV�E\�ORRNLQJ�DW�VRPH�RI�WKH�SRVVLEOH�PRWLYDWLRQV��LQIOXHQFHV��SUHVVXUHV�DQG�ILUP�FKDUDFWHULVWLFV�DVVRFLDWHG�ZLWK�LQFUHDVHG�HQYLURQPHQWDO�GLVFORVXUH�E\�FRPSDQLHV�LQ�WKH�����V��7KHVH�YDULRXV�IDFWRUV�DUH�SUHVHQWHG�GLDJUDPPDWLFDOO\�LQ�D�PRGHO�ZKLFK�GHSLFWV�WKH�FRUSRUDWLRQ�DV�WKH�IRFDO�SRLQW� RI� DQDO\VLV� DQG� LWV� H[HFXWLYH� PDQDJHPHQW� DV� WKH� KXPDQ� DJHQF\� LQ� WKH� GLVFORVXUH�GHFLVLRQ�� 7KH� µPHDW¶� RI� WKH� FKDSWHU� FRQVLVWV� RI� D� UHYLHZ� RI� WKH� ILQGLQJV� RI� SULRU� HPSLULFDO�&65� UHVHDUFK� ZKLFK� H[SORUHV� WKH� DVVRFLDWLRQ� EHWZHHQ� &65� DQG� µILUP� FKDUDFWHULVWLFV¶� DQG�µVRFLR�SROLWLFDO�LQIOXHQFHV¶��
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&KDSWHU���EXLOGV�RQ�WKH�DQDO\VLV�SURYLGHG�LQ�&KDSWHU���E\�H[DPLQLQJ�SULRU�VWXGLHV�ZKLFK�KDYH�HPSOR\HG� WKHRUHWLFDO� IUDPHZRUNV� WR�SUHGLFW�DQG�H[SODLQ�&65��$�EULHI�RYHUYLHZ�LV�JLYHQ�RI�WKH� GHYHORSPHQW� RI� WKHRU\� ZLWKLQ� WKH� GLIIHUHQW� UHVHDUFK� WUDGLWLRQV�� 7KLV� LVVXH� LV� H[SORUHG�IXUWKHU� E\� H[DPLQLQJ� WKH� SKLORVRSKLFDO� LVVXHV� LQYROYHG� LQ� WKHRU\� VHOHFWLRQ� DQG� DFFHSWDQFH�XVLQJ� WKH� FRQFHSW� RI� VFLHQWLILF� SDUDGLJPV�� %XUUHOO� DQG�0RUJDQ¶V� ������� VHPLQDO� ZRUN� RQ�VRFLRORJLFDO� SDUDGLJPV LV� HPSOR\HG� WR� FODVVLI\� DFFRXQWLQJ� WKHRULHV� DPRQJVW� WKH�GLIIHUHQW�UHVHDUFK�WUDGLWLRQV��(DFK�RI�WKHVH�SDUDGLJPV�LV�H[SORUHG�VHSDUDWHO\��UHIHUHQFH�EHLQJ�PDGH�LQ�HDFK�FDVH�WR�WKH�W\SH�RI�&65�UHVHDUFK�WKDW�KDV�EHHQ�FDUULHG�RXW�DQG�WKH�XQGHUVWDQGLQJV�WKDW�VXFK�UHVHDUFK�KDV�EURXJKW�WR�WKH�VWXG\�RI�&('��7KH�IRXU�WKHRULHV�HPSOR\HG�LQ�WKH�VWXG\�DUH�VLWXDWHG� ZLWKLQ� WKH� IUDPHZRUN� SURYLGHG� E\� %XUUHOO� DQG� 0RUJDQ¶V� VRFLRORJLFDO� SDUDGLJPV��WRJHWKHU� ZLWK� D� VXPPDU\� RI� WKH� NH\� SKLORVRSKLFDO� DVSHFWV� RI� HDFK� WKHRU\�� &KDSWHU� �� DOVR�H[SODLQV�WKH�RYHUDOO�DSSURDFK�DGRSWHG�LQ�WKH�SUHVHQW�VWXG\�IRU�WKH�H[SORUDWLRQ�RI�ERWK�SXWDWLYH�DVVRFLDWLRQV� EHWZHHQ�&('� DQG� RWKHU� YDULDEOHV� DQG� DQ� LQWHUSUHWLYH� H[SORUDWLRQ� RI� WUHQGV� LQ�&('�RYHU�WLPH�&KDSWHUV� �� WR� �� UHSUHVHQW� WKH�PRGHO�EXLOGLQJ SKDVH� RI� WKH� UHVHDUFK� �VWDJH� ��� 7DEOH� ������&KDSWHU���LV�GHYRWHG�WR�HFRQRPLF�DJHQF\�WKHRU\��($7���7KLV�FKDSWHU�LQFOXGHV�DQ�RYHUYLHZ�RI�WKH�IXQFWLRQDOLVW PHWKRGRORJ\�HPSOR\HG�LQ�SRVLWLYH�DFFRXQWLQJ�UHVHDUFK �3$7���WKH�UHVHDUFK�WUDGLWLRQ�WKDW�LV�PRVW�FORVHO\�DVVRFLDWHG�ZLWK�($7��WRJHWKHU�ZLWK�VRPH�RI�WKH�NH\�WKHRUHWLFDO�FRQVWUXFWV� LQIRUPLQJ� WKLV� SHUVSHFWLYH��7KLV� LV� IROORZHG�E\� D� UHYLHZ�RI� WKH� µSULQFLSDO�DJHQW¶�SUREOHP� DQG� SULQFLSDO�DJHQW� WKHRU\� DV� LW� UHODWHV� WR� WKH� HFRQRPLF� FRQVHTXHQFHV� RI� WKH�VHSDUDWLRQ�RI�RZQHUVKLS�IURP�FRQWURO��LQFOXGLQJ�-HQVHQ�DQG�0HFNOLQJ¶V��������VLQJOH�SHULRG�PRGHO�RI� µDJHQF\�FRVWV¶��3ULRU�&65�UHVHDUFK�ZKLFK�KDV�XVHG� WKH�DJHQF\�FRVWV�K\SRWKHVLV� LV�UHYLHZHG�DQG�D� VHW�RI� WHVWDEOH�K\SRWKHVLV�GHYHORSHG�XQGHU�($7�IRU�SUHGLFWLQJ�YDULDWLRQV� LQ�WKH� YROXPH� RI� &('�� &KDSWHU� �� LV� GHGLFDWHG� WR� WKH� VHFRQG� WKHRU\�� PDQDJHULDO� VWDNHKROGHU�WKHRU\� �067���ZKLFK�SURYLGHV�D�PRGHO� WR�H[SODLQ�REVHUYHG�PDQDJHULDO�EHKDYLRXU�EDVHG�RQ�SHUFHLYHG� VRFLR�HFRQRPLF� UHODWLRQVKLSV�EHWZHHQ�D�EXVLQHVV� DQG� LWV� VWDNHKROGHUV��)UHHPDQ¶V�������������� VHPLQDO� µVWDNHKROGHU�DSSURDFK¶� WR�VWUDWHJLF�PDQDJHPHQW� LV�H[DPLQHG� LQ�GHWDLO�WRZDUGV� WKH� GHYHORSPHQW� RI� D� GHVFULSWLYH� PDQDJHULDO� VWDNHKROGHU� WKHRU\� WKDW� PD\� EH�HPSOR\HG�WR�H[SODLQ�DQG�SUHGLFW�PDQDJHULDO�EHKDYLRXU�LQ�UHODWLRQ�WR�&('��7KLV�DQDO\VLV�OHDGV�WR�D�VHW�RI�K\SRWKHVHV�ZLWK�ZKLFK�WR�HPSLULFDOO\�WHVW�IRU�DQ�DVVRFLDWLRQ�EHWZHHQ�YDULDWLRQV�LQ�VWDNHKROGHU�LPSRUWDQFH��ERWK�ZLWKLQ�DQG�DFURVV�ILUPV��DQG�&('�&KDSWHU� �� SURYLGHV� DQ� LQWURGXFWLRQ� WR� RUJDQL]DWLRQDO� OHJLWLPDF\� WKHRU\� �2/7��� 2/7� DV�HPSOR\HG�KHUH� IRUPV�RQH�HOHPHQW�RI�D�VRFLR�SROLWLFDO DSSURDFK� WR�DFFRXQWLQJ� WKHRU\�ZKLFK�YLHZV� OHJLWLPDF\� IURP� D� ERXUJHRLV� SROLWLFDO� HFRQRP\� SHUVSHFWLYH�� DQG� ZKLFK� VHHNV� WR�H[SODLQ�&('�E\�UHIHUHQFH�WR�WKH�YDOXHV��QRUPV�DQG�FXVWRPV�RI�WKH�VRFLHWLHV�ZLWKLQ�ZKLFK�DQ�RUJDQL]DWLRQ� RSHUDWHV�� &KDSWHU� �� SURYLGHV� D� VXPPDU\� RI� WKH� PDLQ� IHDWXUHV� RI� 2/7� DQG�H[SORUHV�WKH�FRQFHSW�RI�RUJDQL]DWLRQDO�OHJLWLPDF\�LQ�GHWDLO��7KH�ODWWHU�LQFOXGHV�DQ�H[DPLQDWLRQ�RI� VRPH� NH\� FRQWULEXWLRQV� WR� WKLV� FRQFHSW� IURP� &65� UHVHDUFKHUV�� QRWDEO\� WKH� QRWLRQ� RI�OHJLWLPDWLRQ�� DQG� VXPPDULVHV� YDULRXV� OHJLWLPDWLRQ� VWUDWHJLHV� ZKLFK� PD\� EH� XVHG� E\�PDQDJHPHQW� WR� PDQDJH� OHJLWLPDF\� LQ� WKH� VSHFLILF� FRQWH[W� RI� &65�� $Q� DQDO\VLV� RI� SULRU�UHVHDUFK�ZKLFK�KDV�XVHG�2/7�DQG�WKH�QRWLRQ�RI�OHJLWLPDWLRQ�VWUDWHJLHV�WR�SUHGLFW�DQG�H[SODLQ�YDULDWLRQV�LQ�&65�OHDGV�WR�WKH�GHYHORSPHQW�RI�D�VHW�RI�K\SRWKHVHV�ZLWK�ZKLFK�WR�H[SODLQ�DQG�SUHGLFW�PDQDJHULDO�EHKDYLRXU�XQGHU�2/7�LQ�UHODWLRQ�WR�&('�
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&KDSWHU� �� GHVFULEHV� WKH� UHVHDUFK� GHVLJQ �VWDJH� ��� IRU� WKH� SXUSRVHV� RI� GDWD� JDWKHULQJ� DQG�VXEVHTXHQW� GHVFULSWLYH�� VWDWLVWLFDO� DQG� LQWHUSUHWLYH� DQDO\VLV�� 7KH� UHVHDUFK� PHWKRG� DQG�LQWHUURJDWLRQ�LQVWUXPHQWV�HPSOR\HG�DUH�GUDZQ�SULPDULO\�IURP�WKRVH�GHYHORSHG�E\�*UD\�HW�DO�������F���WKH�SUHVHQW�VWXG\�EHLQJ�DQ�DWWHPSW�WR�UHSOLFDWH�DQG�H[SDQG�RQ�WKH�*UD\�HW�DO� SURMHFW�LQ�WKH�VSHFLILF�FRQWH[W�RI�&('��7KH�FKDSWHU�GHVFULEHV�WKH�GHVLJQ�RI�D�FRQWHQW�DQDO\VLV�EDVHG�LQWHUURJDWLRQ� LQVWUXPHQW� WR� FDSWXUH� DQG� DQDO\VH� &('�� D� FKHFNOLVW� RI� FDWHJRULHV� RI�HQYLURQPHQWDO�GLVFORVXUH�LWHPV�DQG�D�VHW�RI�GHFLVLRQ�UXOHV��7KLV�ODWWHU�LQFOXGHV�D�GLVFXVVLRQ�RI�ZKLFK� FRUSRUDWH� UHSRUWV� WR� LQFOXGH� LQ� WKH� VWXG\�� WKH� VDPSOH� VL]H� DQG� EDVLV� RI� VHOHFWLRQ��LQGXVWU\�VHFWRU�DQG�FRXQWU\�FRPSRVLWLRQ��DQG�WKH�SHULRG�FRYHUHG�E\�WKH�VWXG\��&KDSWHU���DOVR�LQFOXGHV�GHWDLOV�RI�WKH�SURFHGXUHV�IROORZHG�IRU�WKH�SUHSDUDWLRQ�DQG�FLUFXODULVDWLRQ�RI�WZR�PDLO�TXHVWLRQQDLUHV�� RQH� WR� WKH� VDPSOH� FRPSDQLHV� DQG� WKH� RWKHU� WR� HQYLURQPHQWDO� QRQ�JRYHUQPHQWDO� RUJDQL]DWLRQV� �(1*2V��� IRU� WKH�SXUSRVHV�RI�PHDVXULQJ� FHUWDLQ� VRFLR�SROLWLFDO�LQIOXHQFHV� ZKLFK� DUH� SRVLWHG� DV� SRVVHVVLQJ� H[SODQDWRU\� SRZHU� XQGHU� 067� DQG� 2/7�UHVSHFWLYHO\�7KH� HPSLULFDO� VWXG\ �VWDJH� ���� LQFOXGLQJ� GDWD� JDWKHULQJ�� DQDO\VLV� DQG� LQWHUSUHWDWLRQ� LV�SUHVHQWHG�LQ�&KDSWHUV���DQG�����&KDSWHU���LV�FRQFHUQHG�ZLWK�WKH�YDULRXV�SXWDWLYH�UHODWLRQVKLSV�K\SRWKHVLVHG�XQGHU� WKH�WKUHH�DFFRXQWLQJ�WKHRULHV��($7��067 DQG�2/7��UHVSHFWLYHO\��ZKLFK�H[SORUH� DVVRFLDWLRQV� EHWZHHQ� YDULDWLRQV� LQ� &('� DQG� FRUSRUDWH� FKDUDFWHULVWLFV� DQG� VRFLR�SROLWLFDO� LQIOXHQFHV�� &KDSWHU� �� EHJLQV� E\� DVVHVVLQJ� GLVWULEXWLRQ� SUREOHPV� DVVRFLDWHG� ZLWK�VNHZQHVV� DQG� NXUWRVLV� DV�ZHOO� DV� SUREOHPV�RI� RXWOLHUV� DQG� QRQ�OLQHDULW\� LQ� UHODWLRQ� WR� ERWK�&('�DQG�RWKHU�YDULDEOHV��DQG�WKH�UHVXOWV�RI�GDWD�WUDQVIRUPDWLRQ��'HWDLOHG�GHVFULSWLYH�VWDWLVWLFV�DUH� SURYLGHG� LQ� UHODWLRQ� WR� ERWK�&('�DQG� YDULRXV� FRUSRUDWH� FKDUDFWHULVWLFV��7KH� UHVW� RI� WKH�FKDSWHU�LV�GLYLGHG�LQWR�WKUHH�SDUWV��HDFK�SDUW�FRQVLVWLQJ�RI�WKH�UHVXOWV�RI�WKH�VWDWLVWLFDO�WHVWV�LQ�UHODWLRQ� WR� D� VHW� RI� K\SRWKHVLVHG� DVVRFLDWLRQV� XQGHU� HDFK� WKHRU\�� UHVSHFWLYHO\�� &KDSWHU� ���RIIHUV�D�FRPSOHPHQWDU\�DQDO\VLV�WR�WKH�K\SRWKHWLFR�GHGXFWLYH�DSSURDFK�DV�VHW�RXW�LQ�&KDSWHU���E\�SURYLGLQJ�DQ� LQWHUSUHWLYH�DQDO\VLV�RI� WUHQGV� LQ�&('�SUDFWLFHV�E\�*HUPDQ�DQG�%HQHOX[�FRPSDQLHV�RYHU�WKH�SHULRG�RI�WKH�VWXG\��'HVFULSWLYH�UHVXOWV�RI�WKH�FRQWHQW�DQDO\VLV�SDUW�RI�WKH�VWXG\�DUH�SUHVHQWHG�DORQJ�WKUHH�IURQWV��ILUVWO\�E\�UHIHUHQFH�WR�WKH SRSXODULW\�RI�&('��VHFRQGO\�LQ� UHODWLRQ� WR� WKH� UHODWLYH� TXDQWLWLHV� RI� WKHVH� GLVFORVXUHV�� DQG� WKLUGO\� E\� UHIHUHQFH� WR� WKUHH�WHVWDEOH� GLPHQVLRQV�ZKLFK� UHODWH� WR� WKH� QDWXUH� RI� DQ� LWHP�RI� GLVFORVXUH�� YL]��� µDXGLWDELOLW\¶��µQHZV� YDOXH¶� �L�H�� µJRRG¶� YHUVXV� µEDG¶�� DQG� µFRPSOLDQFH¶� �YROXQWDU\� YHUVXV� UHJXODWRU\���$Q�LQWHUSUHWLYH� DQDO\VLV� LV� WKHQ� SUHVHQWHG� WRZDUGV� H[SODLQLQJ� WKH� QDWXUH� DQG� FDXVHV� RI� &('�ORQJLWXGLQDOO\��IRXU�WKHRULHV��L�H��($7��067��2/7�DQG�3($7��HDFK�EHLQJ�HPSOR\HG�WR�RIIHU�DOWHUQDWLYH� LQVLJKWV� LQWR WKH�PRWLYHV� DQG� LQIOXHQFHV� XQGHUO\LQJ� WKH� UHSRUWHG� WUHQGV� LQ�&('�RYHU�WKH�SHULRG������WR������&KDSWHU����FRQVWLWXWHV�WKH�ILQDO�SKDVH�RI�WKH�VWXG\��VWDJH�����VXPPDULVLQJ�WKH�UHVXOWV�DQG�WKH�PDLQ�FRQFOXVLRQV�RI�WKH�UHVHDUFK��7KLV�LQFOXGHV�D�VXPPDU\�RI�WKH�PRUH�LPSRUWDQW�OLPLWDWLRQV�RI�WKH�VWXG\��DQ�DSSUDLVDO�RI�WKH�HPSLULFDO�HYLGHQFH�LQ�WHUPV�RI�LWV�VXSSRUW�IRU�HDFK�WKHRU\��WKH�UHODWLYH�FRQWULEXWLRQ�HDFK�WKHRU\�DSSHDUV�WR�RIIHU�WRZDUGV�H[SODLQLQJ�WKH�QDWXUH�DQG�FDXVHV�RI�&('�DQG�KLJKOLJKWLQJ�FRQILUPDWLRQV�RI�DQG�GLIIHUHQFHV� IURP�SULRU� UHVHDUFK��DV�ZHOO�DV�QHZ�ILQGLQJV��%DVHG�RQ�WKHVH�ILQGLQJV��WKH�FKDSWHU�SURYLGHV�DQ�DQDO\VLV�RI�WKHLU�LPSOLFDWLRQV�IURP�D� SXEOLF� SROLF\� SHUVSHFWLYH�� SDUWLFXODUO\� DV� UHJDUGV� IXWXUH� UHJXODWRU\� UHTXLUHPHQWV� IRU�FRUSRUDWH� HQYLURQPHQWDO� UHSRUWLQJ�� 7KHVH� PDWWHUV� DUH� FRQVLGHUHG� IURP� D� QRUPDWLYH� �DV�RSSRVHG� WR� D�SXUHO\�GHVFULSWLYH��SRLQW� RI�YLHZ� LQ� WKH�FRQWH[W�RI�ERWK� WKH� UHFHQW�XSVXUJH�RI�LQWHUHVW� LQ� FRUSRUDWH� VRFLDO� UHVSRQVLELOLW\� �&65HVS�� DQG� VXVWDLQDELOLW\� DQG� WKH� UROH� RI� WKH�
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DFFRXQWDQF\� SURIHVVLRQ� LQ� OHQGLQJ� FUHGLELOLW\� WR� H[WHUQDO� FRUSRUDWH� UHSRUWLQJ� LQ� WKHVH� DUHDV��7KH� QRUPDWLYH� WKHPH� FRQWLQXHV� ZLWK� D� FULWLFDO� FRPPHQWDU\� RQ� FXUUHQW� GHYHORSPHQWV� LQ�FRUSRUDWH�VRFLDO�DQG�HQYLURQPHQWDO�UHSRUWLQJ�DQG�D�FDOO�IRU�&65�UHVHDUFKHUV�WR�IRFXV PRUH�RI�WKHLU� HQHUJLHV�RQ� WKH�XQGHUO\LQJ�FDXVHV RI� VRFLDO� LQMXVWLFH�DQG�HFRORJLFDO�GHYDVWDWLRQ� UDWKHU�WKDQ�WKHLU�REYLRXV�V\PSWRPV�
1RWHV�� 7KURXJKRXW� WKLV� WKHVLV�� WKH� WHUPV� µHQYLURQPHQWDO� GLVFORVXUH¶� DQG� µHQYLURQPHQWDO� UHSRUWLQJ¶� DUH�XVHG� DV� YLUWXDO� V\QRQ\PV�� UHIHUULQJ� WR� GLVFORVXUH� PDGH� E\� EXVLQHVV� RUJDQL]DWLRQV� LQ� YDULRXV�UHSRUWV�� LQFOXGLQJ� DQQXDO� UHSRUWV�� VRFLDO� UHSRUWV� DQG� HQYLURQPHQW� UHSRUWV�� ,Q� WKDW� FRQWH[W��µGLVFORVXUH¶�UHIHUV� WR�ERWK� WKH�SURFHVV�RI�GLVFORVXUH�DQG�UHSRUWLQJ�DQG� WKH�DFW�RI�GLVFORVXUH�DQG�UHSRUWLQJ��VHH��IRU�H[DPSOH��*UD\�HW�DO�������E���� 7KH�WHUPV�µFRPSDQ\¶��µFRUSRUDWLRQ¶�DQG�µILUP¶�DUH�XVHG�LQWHUFKDQJHDEO\�WKURXJKRXW�WKLV�WKHVLV��� 7KH� DGRSWLRQ� RI� D� WHOHRORJLFDO� FRQVWUXFWLRQ� WR� SUHGLFW� DQG� H[SODLQ� &('� LV� DQ� LPSRUWDQW�DVVXPSWLRQ�LQ�WKH�FRQWH[W�RI�WKH�UHVHDUFK�DSSURDFK�DQG�LV�FRQVLGHUHG�LQ�PRUH�GHWDLO�LQ�&KDSWHU����7KH� DVVXPSWLRQ� WKDW� KXPDQ� EHKDYLRXU� LV� SXUSRVLYH�� L�H�� WKDW� LW� KDV� VRPH� HQG�JDPH� REMHFWLYH�ZKLFK� EHQHILWV� SDUWLFXODU� LQGLYLGXDOV� RU� JURXSV� LQ� VRFLHW\�� LV� PDGH� SULPDULO\� EHFDXVH� RI WKH�FRQVWUXFWLRQ�JLYHQ� WR�PDQDJHULDO�EHKDYLRXU�E\� WKH� WKHRULHV�FKRVHQ�IRU�XVH� LQ� WKH�SUHVHQW�VWXG\��+RZHYHU��WKHUH�LV�QR�UHDVRQ��D�SULRUL��ZK\�&('�VKRXOG�DOZD\V�EH�LQWHQGHG�WR�VHUYH�VRPH�VSHFLILF�XQGHUO\LQJ�SXUSRVH�RU�GHVLJQ��$V�VXFK��RWKHU��SHUKDSV�HTXDOO\�YDOLG��QRQ�WHOHRORJLFDO�H[SODQDWLRQV�KDYH��E\�GHILQLWLRQ��EHHQ�H[FOXGHG�IURP�WKH�VWXG\��� 7KH�WHUPV�&65�DQG�&('�DUH�FORVHO\�OLQNHG��WKH�ODWWHU�EHLQJ�D�VXE�VHW�RI�WKH�IRUPHU��VHH�&KDSWHUV���DQG�����7KURXJKRXW�WKLV�WKHVLV��UHIHUHQFH�WR�&65�PD\�EH�SUHVXPHG�WR�DSSO\�PRUH�RU�OHVV�HTXDOO\�WR�&('��DQG�YLFH�YHUVD��DOWKRXJK�WKLV�VSHFLILF�VWXG\�IRFXVHV�RQ�&('�DQG�WKHUHIRUH�FHUWDLQ�SDUWV�HPSKDVLVH�WKH�µHQYLURQPHQWDO¶�UDWKHU�WKDQ�WKH�µVRFLDO�DQG�HQYLURQPHQWDO¶��� ,W�VKRXOG�EH�SRLQWHG�RXW�WKDW�WKURXJKRXW�WKLV�WKHVLV�LW�LV�QRW�WKH�YDULDEOHV�WKHPVHOYHV��H�J��SROLWLFDO�YLVLELOLW\��ZKLFK�DUH�XVHG�EXW�WKHRUHWLFDOO\�GHULYHG�SUR[LHV�IRU�WKHVH�YDULDEOHV��7KHVH�YDULDEOHV�DUH�QRW�REVHUYDEOH�HPSLULFDOO\��L�H��ZLWK�RXU�VHQVHV��DOWKRXJK�WKH�XVH�RI�SUR[LHV�SURYLGHV�D�TXDVL �EDVLV�IRU� PHDVXULQJ� WKHP�� $V� VXFK�� WKH� PHWKRG� RI� UHVHDUFK� HPSOR\HG� UHOLHV� XSRQ� D� ORRVH� IRUP� RI�HPSLULFLVP�ZKLFK�LV�QRW�UHVWULFWHG�WR�VWULFWO\�REVHUYDEOH�SKHQRPHQD��� 7KH� WHUPV� µQDWXUDO� HQYLURQPHQW¶� DQG� µHQYLURQPHQW¶� DUH� XVHG� LQWHUFKDQJHDEO\� WKURXJKRXW� WKLV�WKHVLV�� )ROORZLQJ�*UD\� HW� DO�� �����D��� WKHVH� WHUPV� DUH� XVHG� LQ� WKH� VSHFLILF� FRQWH[W� RI� HFRORJ\LQFOXGLQJ� KXPDQ� H[SHULHQFHV� ZLWKLQ� WKDW� FRQWH[W� UDWKHU� WKDQ� UHIHUULQJ� WR� WKH� PRUH� FRPPRQ�EXVLQHVV�XVH�RI�WKH�WHUP�µHQYLURQPHQW¶�LQ�D�EXVLQHVV�VWUDWHJ\�VHQVH��� *UD\�HW�DO�� �������� IRU� H[DPSOH��GHSLFW� WKH� DSSURDFK� WR� HQYLURQPHQWDO� LVVXHV�E\� UHVHDUFKHUV� LQ�WHUPV�RI�WKH�&ULVLV"�:KDW�FULVLV" TXHVWLRQ��7KH�PDMRULW\�µOLJKW�JUHHQ¶�YLHZ��SDUWLFXODUO\�DPRQJVW�WKH�PDLQVWUHDP�EXVLQHVV��DFFRXQWLQJ�DQG� ILQDQFH�FRPPXQLWLHV��KDV�EHHQ�DQG�UHPDL QV��VFHSWLFDO�WRZDUGV�DQ\�QRWLRQ�WKDW�WKH�SODQHW�RU�WKH�VRFLDO�V\VWHP��L�H��PRGHUQ�JOREDO�LQGXVWULDO�FDSLWDOLVP��LV�LQ� FULVLV�� &RQYHUVHO\�� WKH� PLQRULW\� KROGV� WKDW� WKH� HQYLURQPHQWDO� FULVLV� LV� YHU\� VHULRXV�� JHWWLQJ�ZRUVH�DQG�PRUDOO\�LQGHIHQVLEOH��:KHWKHU�RQH FRQVLGHUV�WKH�SODQHW�WR�EH�LQ�FULVLV��WKH�H[WHQW�RI�WKDW�FULVLV�DQG�WKH�DSSURSULDWH�UHVSRQVH��LI�DQ\��DUH�KLJKO\�FRQWHQWLRXV�LVVXHV��GHHSO\�URRWHG�LQ�PHWD �WKHRUHWLFDO�DVVXPSWLRQV�DERXW�WKH�VRFLDO�DQG�QDWXUDO�ZRUOGV��DQG�WKH�UROH�RI�KXPDQV�LQ�WKRVH�WZR�LQWHUUHODWHG�DQG�LQWHUGHSHQGHQW�ZRUOGV��7KH�SRVLWLRQ�DGRSWHG�LQ�WKLV�WKHVLV�LV�WKDW�WKH�DVVXPSWLRQ�RI�DQ�µHQYLURQPHQWDO�FULVLV¶�LQ�D�VRFLR�SROLWLFDO�DQG�KLVWRULFDO�FRQWH[W�LV�DSSRVLWH�WR�WKH�VWXG\�RI�PDQDJHULDO� EHKDYLRXU� LQ� WKH� FRQWH[W� RI� FRUSRUDWH� HQYLURQPHQWDO� GLVFORVXUH� DQG� UHSRUWLQJ��7KLV�DVVXPSWLRQ�LV�LQVWUXPHQWDO�LQ�WKH�VHQVH�WKDW�LW�SHUPLWV�LPDJHV�RI�WKH�VRFLDO�ZRUOG�LQ�JHQHUDO�DQG�WKH�EXVLQHVV�VRFLHW\� UHODWLRQVKLS� LQ�SDUWLFXODU� WR� HPHUJH�ZKLFK�ZRXOG�RWKHUZLVH� UHPDLQ�KLGGHQ�DQG� WKXV�H[FOXGHG� IURP�DQDO\VLV��7KH� LVVXH� LV�FRQWHVWDEOH��DQG�FRQWHVWHG��RI�FRXUVH��DQG�RWKHUV�PD\�WDNH�D�GLIIHUHQW�YLHZ��� 7KH�IRFXV�RQ�KXPDQ�VRFLR�HFRQRPLF�GHYHORSPHQW�LV�LWVHOI�D�OLPLWHG�DQG�FORVHG�SHUVSHFWLYH��EHLQJ�HVVHQWLDOO\�DQWKURSRFHQWULF��7KDW� LV�� LW� IDLOV� WR� WDNH� LQWR�DFFRXQW� WKH� ULJKWV��ZDQWV�DQG�QHHGV�RI�RWKHU� VSHFLHV�� SULYLOHJLQJ� RQH� VSHFLHV�� RXU� RZQ�� RYHU� DOO� RWKHUV�� 6XFK� D� SHUVSHFWLYH�� ZKLOVW�
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FRPPRQ��LV�UHMHFWHG�E\�RWKHU��PRUH�KROLVWLF��LQFOXVLYH�SHUVSHFWLYHV�VXFK�DV�VSLULWXDO�HFRORJ\��VHH��IRU�H[DPSOH��.XPDU��������������ZKLFK�HPSKDVLVH�XQLYHUVDO�UHVSRQVLELOLW\�DQG�UHYHUHQFH�IRU�DOO�OLYLQJ�WKLQJV��� $�QXPEHU�RI� µIDFWV¶�PD\�KHOS� WR�SXW� WKLQJV� LQWR�SHUVSHFWLYH�FRQFHUQLQJ�RXU� µRYHUFURZGHG�DUN¶��.LUE\����������L��KDOI�RI�WKH�ZRUOG¶V�ULYHUV�DUH�VHULRXVO\�GHSOHWHG�DQG�SROOXWHG�� �LL��PRUH�WKDQ�D�TXDUWHU�RI�VHD�ILVK�VWRFNV�DUH�GHSOHWHG���LLL��DERXW����SHU�FHQW�RI�WKH�SODQHW¶V�VXUIDFH�ODQG�KDV�EHHQ�GHJUDGHG� E\� KXPDQ� DFWLYLWLHV�� �LY�� VHD� OHYHOV� DUH� VHW� WR� ULVH� IRU� GHFDGHV� HYHQ� LQ� WKH� EHVW �FDVH�VFHQDULR��,Q�WHUPV�RI�KXPDQLW\¶V�IRRWSULQW�RQ�WKH�SODQHW��KXPDQV�DUH�FXUUHQWO\�XVLQJ������RI�WKH�(DUWK¶V� FDUU\LQJ� FDSDFLW\� �.LUE\�� ������� ,Q� RWKHU�ZRUGV��ZH� DUH� FXUUHQWO\� XVLQJ� XS� WKH�(DUWK¶V�UHVRXUFHV�IDVWHU�WKDQ�WKH�SODQHW�FDQ�UHSODFH�WKHP�VXFK�WKDW�LW�ZRXOG�WDNH�����(DUWKV�WR�NHHS�SDFH�ZLWK�FXUUHQW�OHYHOV�RI�KXPDQ�FRQVXPSWLRQ��:KLOVW�WKH�VFLHQFH�XQGHUO\LQJ�WKH�VWXGLHV�ZKLFK�KDYH�JHQHUDWHG�WKHVH�IDFWV�PD\�QRW�EH�DFFHSWHG�E\�DOO�VFLHQWLVWV��WKHUH�UHPDLQV�D�TXHVWLRQ�PDUN�RYHU�WKH�DELOLW\�RI�KXPDQ�LQJHQXLW\�WR�SOXJ�WKH�JDS�LQ�WHUPV�RI�WUHDWLQJ�WKH (DUWK�DV�LI�ZH�LQWHQGHG�WR�VWD\���� .RUWHQ� ������� SURYLGHV� DQ� LQGLFDWLRQ� RI� WKH� GHJUHH� WR� ZKLFK� ODUJH�� JOREDO� FRUSRUDWLRQV� DUH�LPSOLFDWHG��SRVLWLYHO\�RU�QHJDWLYHO\��LQ�WKH�RXWFRPHV�RI�WKH�HQYLURQPHQWDO�FULVLV��UHSRUWLQJ�WKDW����SHU� FHQW� RI�ZRUOG� WUDGH� LV�PDQDJHG�E\� D�PHUH�����FRUSRUDWLRQV��0RUHRYHU�� RI� WKH�ZRUOG
V�����ODUJHVW�HFRQRPLHV�����DUH�FRUSRUDWLRQV�DQG�RI�WKH�OLVW�RI�FHQWUDOO\�SODQQHG�HFRQRPLHV��&XED�FRPHV�LQ���UG�SODFH��ZLWK����FRUSRUDWLRQV�DERYH�KHU��+DQG\����������� $Q\�SURIHVVLRQDO�DFFRXQWDQW��EH�WKH\�SUDFWLWLRQHU��SXEOLF�VHUYDQW��DFDGHPLF��LQ�EXVLQHVV�RU�YDOXHV�EDVHG�RUJDQL]DWLRQV��YDJXHO\� IDPLOLDU�ZLWK� WKH� ILHOG�RI�FRUSRUDWH�HQYLURQPHQWDO�DFFRXQWLQJ�DQG�UHSRUWLQJ�ZRXOG�EH�KDUG�SUHVVHG�WR�LJQRUH�WKH�KXJH�ERG\�RI�UHVHDUFK�ZRUN��PXFK�RI�LW�H[SOLFLWO\�QRUPDWLYH� �UDWKHU� WKDQ� µFULWLFDO¶� RU� µUDGLFDO¶�� LQ� QDWXUH�� SXEOLVKHG� VLQFH� WKH� ODWH� ����V� E\� D�UHODWLYHO\� IHZ� QXPEHU� RI� UHVHDUFKHUV�� 7KH� VXFFHVV�� IRU� H[DPSOH�� RI� 7KH�&HQWUH� IRU� 6RFLDO� DQG�(QYLURQPHQWDO�$FFRXQWLQJ�5HVHDUFK �&6($5��LQ�GHYHORSLQJ�LQWHUQDWLRQDO QHWZRUNV�DQG�IRVWHULQJ�DQG� VXSSRUWLQJ� QHZ� DQG� FRQWLQXHG� DFDGHPLF� LQWHUHVW� LQ� WKLV� ILHOG� LV�RQH�DVSHFW�RI� WKH�JURZLQJ�VRFLDO�DQG�HQYLURQPHQWDO�µEDQGZDJRQ¶�WKDW�KDV�VSUXQJ�RXW�RI�WKH�FRQFHUQV�DQG�DFWLYLWLHV�RI�D�IHZ�VWDOZDUWV����� (SVWHLQ�HW�DO����������ZULWLQJ�RYHU�D�TXDUWHU�RI�D�FHQWXU\�DJR��UHSRUW�WKDW�DFFRXQWLQJ�UHVHDUFKHUV��PDQDJHPHQW� FRQVXOWDQWV� DQG� FRUSRUDWH� H[HFXWLYHV� KDG� EHHQ� DWWHPSWLQJ� IRU� VHYHUDO� \HDUV� WR�GHYHORS� RSHUDWLRQDO� IUDPHZRUNV� IRU� WKH� LPSOHPHQWDWLRQ� DQG� LQVWLWXWLRQDOLVDWLRQ� RI� FRUSRUDWH�VRFLDO� DFFRXQWLQJ�� D� GHYHORSPHQW� WKDW� SURGXFHG� DQ� HQRUPRXV� GLYHUVLW\� LQ� WHUPV�RI�PRGHOV� DQG�UHSRUWLQJ� IUDPHZRUNV� IRU� WKH�PHDVXUHPHQW� DQG� UHSRUWLQJ� RI� DQ� RUJDQL]DWLRQ¶V� WRWDO� LPSDFW� RQ�VRFLHW\�� 7KLV� SLFWXUH� VHHPV� YHU\� VLPLODU� WR� GHYHORSPHQWV� WKDW� DUH� WDNLQJ� SODFH� LQ� (XURSH� LQ�UHODWLRQ�WR�FRUSRUDWH�µVXVWDLQDELOLW\¶�UHSRUWLQJ�DW�WKH�SUHVHQW�WLPH��2QH�LV�PLQGHG�WR�VXJJHVW�WKDW�WKH�RQO\�WKLQJ�WKDW�KDV�UHDOO\�FKDQJHG�LV�WKH�QDPH���� 7KH�(8¶V�ILIWK�HQYLURQPHQWDO�DFWLRQ�SURJUDPPH ZDV�HODERUDWHG�LQ�WKH�HDUO\�����V�DV�D�UHVSRQVH�WR� WKH�SHUFHLYHG�IDLOXUH�RI�UHJXODWRU\�PHDVXUHV� WR�DFKLHYH� WKH�(8¶V�HQYLURQPHQWDO�VWDQGDUGV�� ,W�WRRN� DV� LWV�PRGHO� WKH�'XWFK�1DWLRQDO� (QYLURQPHQW� 3ODQ� �103�� �������ZKLFK�ZDV� EDVHG� RQ� D�FRPELQDWLRQ� RI� UHJXODWRU\�� PDUNHW� DQG� YROXQWDU\� PHDVXUHV�� DQG� DWWHPSWHG� WR� H[WUDSRODWH� WKLV�DSSURDFK�WR�WKH�(8�OHYHO��$PRQJ�D�UDQJH�RI�SURSRVDOV�LQ�WKH�DUHD�RI�HQYLURQPHQWDO�SURWHFWLRQ��LW�SURYLGHV� IRU� DQ� (8� LQLWLDWLYH� LQ� WKH� DUHD� RI� DFFRXQWLQJ� �VHH�� IRU� H[DPSOH�� %HEELQJWRQ�� ������%HEELQJWRQ� HW� DO��� ������ &(&�� ����E��� $GRSWHG� LQ� ������ WKH� ILIWK� HQYLURQPHQWDO� DFWLRQ� SODQ�GHILQHV� VWUDWHJLF� ORQJ�WHUP� JRDOV� IRU� (8� HQYLURQPHQWDO� SROLF\� IURP� ����� WR� ������ 7KH�SURJUDPPH�DLPV�WR�DFKLHYH�VXVWDLQDEOH�GHYHORSPHQW�WKURXJK���L��LQWHJUDWLRQ�RI�WKH�HQYLURQPHQWDO�GLPHQVLRQ� LQWR� DOO�PDMRU SROLF\�DUHDV�� �LL��ZLGHQLQJ� WKH� UDQJH�RI�SROLF\� LQVWUXPHQWV� �HGXFDWLRQ�DQG� LQIRUPDWLRQ�� WHFKQRORJLFDO� GHYHORSPHQW�� LQFRUSRUDWLRQ� RI� HQYLURQPHQWDO� FRVWV� LQ� SULFHV��ILQDQFLDO� VXSSRUW� PHFKDQLVPV�� HWF���� DQG� �LLL�� VKDUHG� UHVSRQVLELOLW\� DPRQJ� DOO� VRFLHWDO� DFWR UV��SXEOLF�DQG�SULYDWH���,Q������WKH�(XURSHDQ�&RPPLVVLRQ�DGRSWHG�D�FRPPXQLFDWLRQ�FRQFHUQLQJ�WKH�VL[WK�DFWLRQ�SURJUDPPH�IRU�WKH�HQYLURQPHQW �&(&������F���7KH�RULJLQDO�(0$6�UHJXODWLRQ��&(&������E��VHH��IRU�H[DPSOH��+LOODU\��������6WDUNH\��������ZDV�UHSHDOHG� IROORZLQJ�WKH�(8¶V�DGRSWLRQ�RI�D�UHYLVHG�(0$6�UHJXODWLRQ��&(&������D���6HH�&KDSWHU���IRU�PRUH�GHWDLOV���� 7KH� WHUPV� µILQDQFLDO� VWDWHPHQWV¶�� µILQDQFLDO� DFFRXQWV¶� DQG� µDFFRXQWV¶� DUH� XVHG� LQWHUFKDQJHDEO\�WKURXJKRXW� WKLV� WKHVLV�� 7KH� WHUP� µILQDQFLDO� VWDWHPHQWV¶� UHIHUV� WR� D� VWDWXWRU\� VHW� RI� ILQDQFLDO�VWDWHPHQWV�FRYHULQJ�WKH�EDODQFH�VKHHW��SURILW�DQG�ORVV�DFFRXQW�RU�LQFRPH�VWDWHPHQW��VWDWHPHQW�RI�FKDQJHV� LQ� ILQDQFLDO� SRVLWLRQ�� QRWHV� DQG� RWKHU� VWDWHPHQWV� DQG� H[SODQDWRU\� PDWHULDO� ZKLFK� DUH�
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LGHQWLILHG� DV� EHLQJ� SDUW� RI� WKH� ILQDQFLDO� VWDWHPHQWV� �,$6&�� ������ SDUDJUDSK����� ,Q� LWV� H[SRVXUH�GUDIW� WR� D� SURSRVHG� UHYLVHG� ³3UHIDFH� WR� ,QWHUQDWLRQDO� )LQDQFLDO�5HSRUWLQJ�6WDQGDUGV´� WKH� ,$6%�VWDWHV� WKDW� D� FRPSOHWH� VHW� RI� ILQDQFLDO� VWDWHPHQWV� LQFOXGHV� ³«� D� EDODQFH� VKHHW�� DQ� LQFRPH�VWDWHPHQW��D�VWDWHPHQW�VKRZLQJ�HLWKHU�DOO�FKDQJHV�LQ�HTXLW\�RU�FKDQJHV�LQ�HTXLW\�RWKHU�WKDQ�WKRVH�DULVLQJ�IURP�FDSLWDO�WUDQVDFWLRQV�ZLWK�RZQHUV�DQG�GLVWULEXWLRQV�WR�RZQHUV��D�FDVK�IORZ�VWDWHPHQW��DQG�DFFRXQWLQJ�SROLFLHV�DQG�H[SODQDWRU\�QRWHV´��,$6%�������SDUDJUDSK�������� 2Q�WKH�TXHVWLRQ�RI�ZKHWKHU�RU�QRW�DFFRXQWLQJ�LV�D�µVFLHQFH¶��%HONDRXL��������S����� HW�VHT��DVVHUWV�WKDW�DOWKRXJK�LW�PHHWV�ZLWK�%X]]HOO¶V��������FULWHULD�RI�ZKDW�FRQVWLWXWHV�D�VFLHQFH��WKLV�TXHVWLRQ�KDV�QHYHU�EHHQ�DGHTXDWHO\�DQVZHUHG��:HOOV�������� LQ�D�VHPLQDO�SDSHU��GHPRQVWUDWHG�WKDW�HYHQWV�LQ�DFFRXQWLQJ�GLG�LQGHHG�DSSHDU�WR�IROORZ�WKH�JHQHUDO�SDWWHUQ�RI�VFLHQWLILF�UHYROXWLRQV�DV�GHVFULEHG�E\�.XKQ���������ZLWK�DFFRXQWLQJ�JRLQJ�WKURXJK�SHULRGV�RI�VWDELOLW\�DQG�FULVLV��0DWWHVVLFK������D��DUJXHV�WKDW DFFRXQWLQJ�LV�DQ�DSSOLHG�VFLHQFH��D�µVFLHQFH¶�EHFDXVH�RI�LWV�PHWKRGRORJ\��DQG�µDSSOLHG¶�EHFDXVH�RI�LWV�JRDO�RULHQWDWLRQ��&RQYHUVHO\��6FKUHXGHU��������REVHUYHV�WKDW�ZKHWKHU�DFFRXQWLQJ�LV�DQ�µDUW¶�RU�D�µVFLHQFH¶�PDNHV�QR�GLIIHUHQFH�WR�WKH�IDFW�WKDW�UHVHDUFK LQ�LWVHOI�LV�D�VFLHQWLILF�DFWLYLW\�DQG�WKXV�DFFRXQWLQJ�UHVHDUFK�FDQ�EH�MXGJHG�E\�VFLHQWLILF�VWDQGDUGV��EH�WKH\�PHWKRGRORJLFDO�RQHV�RU�RWKHUZLVH��,W�LV�WKH�ODWWHU�LQWHUSUHWDWLRQ�ZKLFK�VHHPV�PRVW�FRQYLQFLQJ�WR�WKH�SUHVHQW�DXWKRU���� 2WKHU�FRQWULEXWLRQV�LQFOXGH PDQDJHPHQW�DFFRXQWLQJ��WD[DWLRQ��ILQDQFLDO�PDQDJHPHQW�DQG�WUHDVXU\�IXQFWLRQV�EXW�WKH�IRFXV�RI�WKH�SUHVHQW�VWXG\�LQ�WKLV�FRQWH[W�LV�ZLWK�H[WHUQDO�ILQDQFLDO�DFFRXQWLQJ�DQG�UHSRUWLQJ���� 7KHUH� LV� DQ� REYLRXV� GLOHPPD� KHUH�� ZLWK� WKH� DFFRXQWDQF\� SURIHVVLRQ� FKDVLQJ� WZR� JRDOV� ZKLFK�DUJXDEO\�PRYH�LQ�RSSRVLWH�GLUHFWLRQV�WR�RQH�DQRWKHU��L�H��EHWZHHQ�D�VHULRXV�FRQFHUQ�IRU�HFRORJLFDO�LVVXHV� DQG� LWV� WUDGLWLRQDO� EXVLQHVV�RULHQWDWHG�� HFRQRPLFV�OHG� FXOWXUH�� $WWHPSWV� WR� µVTXDUH� WKH�FLUFOH¶� FDQ� EH� IRXQG� LQ� FRQFHSWV� VXFK� DV� µWULSOH� ERWWRP� OLQH� UHSRUWLQJ¶� �(ONLQJWRQ�� ������*5,��������������DQG�GHYHORSPHQWV�LQ�ILQDQFLDO�HQYLURQPHQWDO�DFFRXQWLQJ��$&&$�81(3���������7KH�H[WHQW�WR�ZKLFK�RQH�LV�FRQYLQFHG�E\�WKH�OHJLWLPDF\�DQG�YDOLGLW\�RI�VXFK�DWWHPSWV�LV�IXQGDPHQWDOO\�D�PDWWHU� RI� EHOLHI� GHSHQGLQJ� RQ� RQH¶V� YLHZ� RI� WKH� GHJUHH� WR�ZKLFK� HFRORJLFDO� SURWHFWLRQ� DQG�JOREDO��LQGXVWULDO�HFRQRPLFV�DUH�FRPSDWLEOH�SXEOLF�SROLF\�JRDOV���� 7KH�,$6%��SUHYLRXVO\�WKH�,$6&��LV�DQ�LQGHSHQGHQW��SULYDWHO\�IXQGHG�DFFRXQWLQJ�VWDQGDUG �VHWWLQJ�ERG\�EDVHG�LQ�/RQGRQ�WKDW�LV�FRPPLWWHG�WR�GHYHORSLQJ�D�VLQJOH�VHW�RI�JOREDO�DFFRXQWLQJ�VWDQGDUGV�ZKLFK� UHTXLUH� WUDQVSDUHQW� DQG� FRPSDUDEOH� LQIRUPDWLRQ� LQ�JHQHUDO�SXUSRVH� ILQDQFLDO� VWDWHPHQWV��7KH� ,$6%� KDV� WKH� VXSSRUW� DQG� FR�RSHUDWLRQ� RI� WKH� (XURSHDQ� 8QLRQ� DQG� WKH� ,QWHUQDWLRQDO�2UJDQL]DWLRQ� RI� 6HFXULWLHV� &RPPLVVLRQ� �,26&2��� $FFRXQWLQJ� VWDQGDUGV� SURPXOJDWHG� E\� WKH�,$6%� KDYH� UHFHQWO\� WDNHQ� RQ� JUHDWHU� VLJQLILFDQFH� LQ� OLJKW� RI� WKH� (XURSHDQ� 8QLRQ¶V� )LQDQFLDO�5HSRUWLQJ�6WUDWHJ\ WR�KDUPRQL]H�WKH�(XURSHDQ�DFFRXQWLQJ�ILHOG��ZKLFK�UHTXLUHV� WKH�DSSOLFDWLRQ�RI�,QWHUQDWLRQDO� $FFRXQWLQJ� 6WDQGDUGV� �,$6V�� E\� OLVWHG� (8� FRPSDQLHV� IURP� ����� RQZDUGV�� 7KH�,$6&�� WKH� ,$6%¶V� SUHGHFHVVRU�� SXEOLVKHG� VHYHUDO� ,$6V� WKDW� DUH� RI� SDUWLFXODU� UHOHYDQFH� WR�HQYLURQPHQWDO�LVVXHV��VHH�&KDSWHU������� $FFRUGLQJ� WR� WKH� ,$6%¶V� )UDPHZRUN� IRU� WKH� 3UHSDUDWLRQ� DQG� 3UHVHQWDWLRQ� RI� )LQDQFLDO�6WDWHPHQWV�� WKH� REMHFWLYH� RI� ILQDQFLDO� VWDWHPHQWV� �DQG� WKHUHE\� ILQDQFLDO� DFFRXQWLQJ�� LV� WR� ³«�SURYLGH�LQIRUPDWLRQ�DERXW�WKH�ILQDQFLDO�SRVLWLRQ��SHUIRUPDQFH�DQG�FKDQJHV�LQ�ILQDQFLDO�SRVLWLRQ�RI�DQ�HQWHUSULVH�WKDW�LV�XVHIXO WR�D�ZLGH�UDQJH�RI�XVHUV�LQ�PDNLQJ�HFRQRPLF GHFLVLRQV´��,$6&�������SDUDJUDSK�����HPSKDVLV�DGGHG���7KLV�YLHZ�RQ�WKH�EDVLF�SXUSRVH�RI�ILQDQFLDO�UHSRUWLQJ�LV�PLUURUHG�LQ� WKH� 86�� WKH� ZRUOG¶V� ODUJHVW� FDSLWDOLVW� HFRQRP\�� ZKHUH� WKH� )$6%� ������� KDV� GHVFULEHG� WKH�SXUSRVH� RI� VXFK� UHSRUWLQJ� DV� WR� SURYLGH� LQIRUPDWLRQ� WKDW� LV� XVHIXO� WR� SUHVHQW� DQG� SRWHQWLDO�LQYHVWRUV�DQG�FUHGLWRUV�DQG�RWKHU�XVHUV�LQ�PDNLQJ�UDWLRQDO�LQYHVWPHQW��FUHGLW�DQG�VLPLODU�GHFLVLRQV���� 1HR�FODVVLFDO�HFRQRPLFV�DV�XVHG�KHUH UHIHUV�WR�D�VFKRRO�RI�HFRQRPLF�WKRXJKW�LQ�WKH�WUDGLWLRQ�RI�FODVVLFDO�HFRQRPLFV�ZKLFK�KDV�GHYHORSHG�VLQFH�WKH�6HFRQG�:RUOG�:DU�DQG�ZKLFK�LV�FKDUDFWHUL]HG�E\� PLFURHFRQRPLF� WKHRUHWLFDO� V\VWHPV� FRQVWUXFWHG� WR� H[SORUH� FRQGLWLRQV� RI� VWDWLF� HTXLOLEULXP��%DQQRFN�HW�DO����������7KH�QHR�FODVVLFDO�DSSURDFK�WR�HFRQRPLFV�LV�FRQWUDVWHG�ZLWK�WKH�&DPEULGJH�6FKRRO��D�V\VWHP�RI�HFRQRPLF�LGHDV�LQIOXHQFHG�E\�HFRQRPLVWV�VXFK�DV�$OIUHG�0DUVKDOO��$UWKXU�&��3LJRX� DQG� -RKQ� 0D\QDUG� .H\QHV� DW� &DPEULGJH� 8QLYHUVLW\� LQ� WKH� 8.�� ZKLFK� HPSKDVL]HG�PDFURHFRQRPLFV���� 3RVLWLYH�HFRQRPLFV UHIHUV�WR�WKH�VWXG\�RI�HFRQRPLF�SURSRVLWLRQV�RU�FRQGLWLRQDO�SURSRVLWLRQV�ZKLFK�FDQ��LQ�SULQFLSOH�DW�OHDVW��EH�YHULILHG�E\�REVHUYDWLRQ�RI�HYHQWV�RU�VWDWHV�RI�WKH�µUHDO¶�ZRUOG��VXFK�DV�IRU�H[DPSOH��µLI�WKH�HFRQRP\�LV�UHIODWHG��XQHPSOR\PHQW�ZLOO�IDOO¶��%DQQRFN�HW�DO����������3RVLWLYH�
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HFRQRPLFV�HVFKHZV�YDOXH� MXGJHPHQWV�E\�DYRLGLQJ�QRUPDWLYH�RU�SUHVFULSWLYH�VWDWHPHQWV�VXFK�DV�µXQHPSOR\PHQW�VKRXOG�EH�FXW¶��+RZHYHU��DV�ZLWK�DOO�VWDWHPHQWV��EH�WKH\�FRQGLWLRQDO�RU�RWKHUZLV H��WKHUH�LV�D�QRUPDWLYH�DJHQGD�XQGHUO\LQJ�WKHLU�FRQVWUXFWLRQ��VHH��IRU�H[DPSOH��7LQNHU�HW�DO������������ 7KURXJKRXW�WKLV�WKHVLV��DFFRXQWLQJ�SUDFWLFHV�DQG�SURFHVVHV�DQG�WKH�DFFRXQWDQF\�SURIHVVLRQ�LWVHOI�DUH�VHHQ�DV�FRQWH[WXDO��RIIHULQJ�SHUVSHFWLYHV�RQ�WKH�ZLGHU�VRFLDO�PLOLHX LQ�ZKLFK�WKH\�RSHUDWH��7KH�UHFRJQLWLRQ�RI�DFFRXQWLQJ�DV�FRQWH[WXDO�PDLQWDLQV�WKDW�DFFRXQWLQJ��ZKHWKHU�DV�D�SUDFWLFH�RU�DV�D�SURIHVVLRQ��LV�D�SKHQRPHQRQ�ZKLFK�KDV�VRFLDO��HFRQRPLF�DQG�SROLWLFDO�FRQVHTXHQFHV�ZKLFK�QHHGV�WR� EH� XQGHUVWRRG� LQ� WKLV� FRQWH[W� �/DXJKOLQ�� ������� $V� VXFK�� DOO� LQWHUSUHWDWLRQV� RI� DFFRXQWLQJ�SUDFWLFHV�DQG�RI�WKH�DFFRXQWLQJ�SURIHVVLRQ�LWVHOI�WDNH�SODFH�ZLWKLQ�VRPH�FRQWH[W�RU�RWKHU��ZKHWKHU�WKDW�FRQWH[W�LV�VRFLDO��HFRQRPLF��SROLWLFDO��HQYLURQPHQWDO��HWKLFDO��JHRJUDSKLFDO��RUJDQL]DWLRQDO�RU�KLVWRULFDO��7KH�QHHG�WR�UHVHDUFK�GLIIHUHQW�DFFRXQWLQJV��VXFK�DV�&65�DQG�&('��LQ�WKHLU�FRQWH[WV�LV�LPSRUWDQW�EHFDXVH�³«�WKDW�LV�WKH�RQO\�ZD\�RQH�FDQ�EHJLQ�WR�FRPH�QHDU�WR�XQGHUVWDQGLQJ�WKH�IXOO�HIIHFWV�RI�XVLQJ�RQH�DFFRXQWLQJ�SUDFWLFH�WKDQ�DQRWKHU�DQG��KHQFH��GHWHUPLQH�ZKHQ�HDFK�DSSURDFK�LV�IXQFWLRQDOO\�XVHIXO´��7RPNLQV�������S�������� 2QH�RI�WKH�ILUVW�FRPSDQLHV�LQ�WKH�ZRUOG�WR�SXEOLVK�D�V\VWHPDWLF�FRUSRUDWH�HQYLURQPHQW�UHSRUW�ZDV�1RUVN� +\GUR�� RQH� RI� 1RUZD\¶V� ODUJHVW� LQGXVWULDO� JURXSV�� ZKLFK� SURGXFHG� D� VSHFLDO� UHSRUW� RQ�HQYLURQPHQWDO�PDWWHUV�LQ������LQ�UHODWLRQ�WR�LWV�GRPHVWLF�DFWLYLWLHV��,Q�������WKH�8.�VXEVLGLDU\�RI�1RUVN�+\GUR�ZDV�WKH�ILUVW�FRPSDQ\�LQ�(XURSH�WR�KDYH�LWV�HQYLURQPHQW�UHSRUW�DXGLWHG��WKH�ODWWHU�EHLQJ�SHUIRUPHG�RQ�WKH�FRPSDQ\¶V������HQYLURQPHQW�UHSRUW�E\�/OR\G¶V�5HJLVWHU�ZKLFK�H[SUHVVHG�D� ³WUXH� DQG� IDLU� YLHZ´� RQ� WKH� ILJXUHV� SURYLGHG� LQ� WKH� UHSRUW� LQ� UHODWLRQ� WR� HQYLURQPHQWDO�PRQLWRULQJ�GDWD��.DPS�5RHODQGV����������� 6RPH� (XURSHDQ� FRXQWULHV�� L�H�� )UDQFH�� 1RUZD\�� WKH� 1HWKHUODQGV� DQG� 6SDLQ�� KDYH� UHFHQWO\�LQWURGXFHG�HQYLURQPHQWDO�GLVFORVXUH�DQG�UHSRUWLQJ�UHTXLUHPHQWV�ZKLFK�DIIHFW�VRPH�RU�DOO�VHFWRUV�RI� WKH� HFRQRP\� �VHH�&KDSWHU� ����+RZHYHU�� WR� GDWH� QR�(XURSHDQ�FRXQWU\�KDV� LQWURGXFHG�D� ODZ��ZKLFK� UHTXLUHV� FRPSDQLHV� WR� UHSRUW� RQ� HQYLURQPHQWDO LVVXHV� DW� FRUSRUDWH� OHYHO�� L�H�� IRU� WKH�FRPSDQ\¶V�RSHUDWLRQV�DV�D�ZKROH��:KLOVW�LW�LV�WUXH�WKDW�UHTXLUHPHQWV�QRZ�H[LVW�LQ�WKH�1HWKHUODQGV��IRU�H[DPSOH��ZKLFK�UHTXLUH�VRPH�FRPSDQLHV�WR�SURGXFH�HQYLURQPHQW�UHSRUWV�IRU�FHUWDLQ�LQGXVWULDO�VLWHV�� WKH�SUHVHQW�VWXG\� LV�FRQFHUQHG�RQO\�ZLWK�FRUSRUDWH�UHSRUWV�ZKLFK�FRYHU�WKH�FRPSDQ\�DV�D�ZKROH��7KH�UHDVRQV�IRU�GRLQJ�VR�DUH�VHW�RXW�LQ�&KDSWHU������ 7KH�OLWHUDWXUH�RQ�GHWHUPLQLQJ�ZK\�FRUSRUDWLRQV�FKRRVH�WR�YROXQWDULO\�GLVFORVH�LQIRUPDWLRQ��KRZ�WKH\� GLVFORVH� LW�� DQG� ZKHQ� WKH\� FKRRVH� WR� GR� VR� LV� DOUHDG\� TXLWH� H[WHQVLYH� �VHH�� IRU� H[DPSOH��&DPIIHUPDQ�� ������ '\H�� ������ *LEELQV� HW� DO��� ������ .OXPSHV�� ������ 9HUUHFFKLD�� �������+RZHYHU�� WKH� SUHVHQW� VWXG\� IRFXVHV� RQ� RQH� SDUWLFXODU� IRUP� RI� GLVFORVXUH�� L�H�� HQYLURQPHQWDO�GLVFORVXUH��DQG� WKHUH� LV�QR�UHDVRQ�IRU�DVVXPLQJ�� D�SULRUL�� WKDW�DOO� IRUPV�RI�GLVFORVXUH�DUH� WDUUHG�ZLWK�WKH�VDPH�EUXVK���� 7KH�WHUP�VXVWDLQDELOLW\ LV�XVHG�KHUH�LQ�LWV�WUDGLWLRQDO��ORQJ�DFFHSWHG�HFRORJLFDO�FRQWH[W��$OWKRXJK�WKHUH�DUH�PDQ\�GHILQLWLRQV�RI�VXVWDLQDELOLW\�LQ�FLUFXODWLRQ��VHH��IRU�H[DPSOH��%LDQFKLQL���������WKH�FRQFHSW�RI�VXVWDLQDEOH�\LHOG LV�FRQVLGHUHG�WKH�PRVW�PHDQLQJIXO�DQG�UHOHYDQW�LQ�WKH�FRQWH[W�RI�WKH�SUHVHQW� VWXG\�� 6XVWDLQDEOH� \LHOG� LV� GHILQHG� DV� ³«� WKH� XVH� RI� OLYLQJ� UHVRXUFHV� DW� OHYHOV� RI�KDUYHVWLQJ�DQG� LQ�ZD\V� WKDW� DOORZ� WKRVH� UHVRXUFHV� WR� VXSSO\�SURGXFWV�DQG�VHUYLFHV� LQGHILQLWHO\��6XVWDLQDEOH�\LHOG�PHDQV�OLYLQJ�RII�WKH�LQWHUHVW��UDWKHU�WKDQ�WKH�FDSLWDO��RI�D�UHVRXUFH�EDVH´��*LOSLQ��������S�������7KLV�FRQFHSW�LV�QDUURZHU�WKDQ�WKH�PRUH�IDPLOLDU�FRQFHSW�RI VXVWDLQDEOH�GHYHORSPHQW�81&:('���������UHTXLULQJ�DV�LW�GRHV�WKH�PDLQWHQDQFH�RI�HVVHQWLDO�HFRORJLFDO�SURFHVVHV�DQG�OLIH �VXSSRUW�V\VWHPV��WKH�SUHVHUYDWLRQ�RI�JHQHWLF�GLYHUVLW\��DQG�WKH�PDLQWHQDQFH�DQG�HQKDQFHPHQW�RI�TXDOLWLHV� UHOHYDQW� WR� SURGXFWLYLW\� �LQ� D FRUSRUDWH� DFFRXQWLQJ� DQG� UHSRUWLQJ� FRQWH[W�� VHH�� IRU�H[DPSOH��%HEELQJWRQ��������*UD\���������:KLOVW�WKHUH�DUH�LQFUHDVLQJ�DWWHPSWV�E\�WKH�PDQDJHPHQW�RI�ODUJH�JOREDO�FRUSRUDWLRQV�WR�VXJJHVW�WKDW�VXVWDLQDELOLW\�FDQ�EH�DVVRFLDWHG�ZLWK�HFRQRPLF�JRDOV��VXFK� DV� 5R\DO� 'XWFK�6KHOO¶V� ������� PDQWUD� µSHRSOH�� SODQHW�� SURILWV¶�� VXFK� GHYHORSPHQWV� DUH�PLVOHDGLQJ� DW� EHVW� DQG� GHVWUXFWLYH� DW� ZRUVW� ZKHQ� VHHQ� LQ� WKH� FRQWH[W� RI� FXUUHQW� JOREDO�HQYLURQPHQWDO�FULVHV�LQ�UHODWLRQ�WR�SRSXODWLRQ��IRUHVWU\��DJULFXOWXUH��ILVKHULHV��VRLO ��DLU�DQG�ZDWHU��VHH��IRU�H[DPSOH��5HGFOLIW����������� 7KHRULHV� GR� QRW� WUDYHO� DORQH� EXW� FRPH� SUH�ZUDSSHG� LQ� LGHRORJLFDO� ³EDJJDJH´� WKDW� FRQWDLQV�DVVXPSWLRQV� DERXW� WKH�ZRUOG�DQG�KRZ� WKDW�ZRUOG� IXQFWLRQV�RU� VKRXOG� IXQFWLRQ��$V�D� UHVXOW�� WKH�WKHRU\�VHOHFWLRQ�SURFHVV� LV� LWVHOI�YDOXHV�GULYHQ�� WKHRULHV�EHLQJ�VHOHFWHG�EDVHG�RQ�D�VHW�RI�YDOXHV�ZKLFK� UHIOHFW� WKH� UHVHDUFKHUV� RZQ�� DQG�RU� WKRVH� UHVSRQVLEOH� IRU� WKH� UHVHDUFK� SURFHVV�� PHWD�
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WKHRUHWLFDO�SUHIHUHQFHV��$V�VXFK��QR�VWXG\�LV�µYDOXH�IUHH¶�DQG�DOO�WKHRULHV�DUH�µYDOXH�ODGHQ¶��VHH��IRU� H[DPSOH�� +DQVRQ�� ������ &KDOPHUV�� ������� 6HH� DOVR� 3RSSHU� ������� ������ RQ� WKH�YHULILFDWLRQ�IDOVLILFDWLRQ�DUJXPHQW�DQG�/DXJKOLQ��������RQ�WKH�LPSRUWDQFH�RI�HPSLULFDO�UHVHDUFK�LQ�DFFRXQWLQJ���� $W� WKH� EHJLQQLQJ� RI� WKH� SURMHFW�� D� UHVHDUFK� SURSRVDO ZDV� SUHVHQWHG� WR� WKH� VXSHUYLVRUV� ZKLFK�SURSRVHG�WKH�XVH�RI�LQWHUSUHWLYH�UDWKHU�WKDQ�SRVLWLYLVW�PHWKRGRORJ\��EDVHG�RQ�SULRU�&65�VWXGLHV��QRWDEO\� *UD\� HW� DO��� ����E��� 7KLV� DSSURDFK� ZDV� QRW� FRQVLGHUHG� VFLHQWLILF� E\� WKH� SURMHFW¶V�VXSHUYLVRUV� LQ� GHIHUHQFH� WR� WKHLU� DOOHJLDQFH� WR� WKH� ORJLFDO� SRVLWLYLVW� WUDGLWLRQ�� $� FRPSURPLVH�DUUDQJHPHQW�ZDV�WKHUHIRUH�DGRSWHG�XQGHU�ZKLFK�SRVLWLYLVW�UHVHDUFK�PHWKRGRORJ\�IRUPV�WKH�PDMRU�SDUW�RI�WKH�WKHVLV��ZLWK�LQWHUSUHWLYH�PHWKRGRORJ\�EHLQJ�XVHG�WR�LQWHUSUHW�WUHQGV�LQ�&('�RYHU�WLPH��7KH� ODWWHU� DSSURDFK� RSHQV� WKH� GRRU� WR� WKH� LQFOXVLRQ� RI� D� IRXUWK� WKHRU\�� SROLWLFDO� HFRQRP\� RI�DFFRXQWLQJ� WKHRU\� �3($7��� )RU� HSLVWHPRORJLFDO� UHDVRQV�� 3($7� LV� QRW� HPSOR\HG� LQ� WHVWV� RI�DVVRFLDWLRQ� LQYROYLQJ� K\SRWKHWLFR�GHGXFWLYH� PHWKRGRORJ\� �&KDSWHU� ���� 7KH ODWWHU� IRUPV� WKH�SULPDU\�UHVHDUFK�PHWKRG�LQ�WKH�SUHVHQW�VWXG\�DQG�WKXV�WKH�PDMRU�SDUW�RI�WKLV�WKHVLV�LV�FRQFHUQHG�RQO\�ZLWK� WKUHH� WKHRULHV��YL]���($7��067��DQG�2/7��+RZHYHU��IRU�WKH�SXUSRVHV�RI�ORQJLWXGLQDO�DQDO\VLV� �&KDSWHU� ����� LQWHUSUHWLYH� UHVHDUFK� LV� HPSOR\HG� ZKLFK� DGRSWV� D� µVRIWHU¶� DSSURDFK� WR�K\SRWKHVLV�IRUPXODWLRQ�DQG�ZKLFK�WKXV�SHUPLWV�WKH�XVH�RI�WKHRULHV�ZKLFK�GR�QRW�VLW�FRPIRUWDEO\�ZLWK�µKDUG¶�K\SRWKHVLV�GHYHORSHG�XQGHU�K\SRWKHWLFR�GHGXFWLYH�PHWKRGRORJ\��7KH�LVVXH�RI�WKHRU\�FORVXUH�LQ�WKLV�FRQWH[W�LV�DGGUHVVHG�LQ�&KDSWHU������ ,Q�WKH�HDUO\�����V��D�QXPEHU�RI�DXWKRUV�DWWHPSWHG�WR�SURYLGH�JXLGDQFH�WR�FRPSDQLHV�RQ�FRUSRUDWH�HQYLURQPHQWDO� GLVFORVXUH� DQG� VRXJKW� WR� LQGLFDWH� ZKDW� HQYLURQPHQWDO� LQIRUPDWLRQ� VKRXOG EH�GLVFORVHG� WR� WKH�XVHUV�DQG�UHDGHUV�RI�FRUSRUDWH�UHSRUWV� �VHH�� IRU�H[DPSOH��%ORNGLMN� HW�DO���������&KDUWHU�� ������ &RRSHUV�	�/\EUDQG�'HORLWWH�� ������ (ONLQJWRQ� HW� DO��� ������ (FNHO� HW� DO��� ������*UD\������D������F��*UD\�HW�DO���������0D[ZHOO��������1HZPDQ�DQG�%UHHGHQ��������6KULYDVWDYD��������:HOIRUG�DQG�*RXOGVRQ���������:KLOVW�D�FRQVLGHUDWLRQ�RI�WKH�QRUPDWLYH�LVVXHV�VXUURXQGLQJ�ZKDW�HQYLURQPHQWDO�LQIRUPDWLRQ�FRPSDQLHV�VKRXOG�UHSRUW�LV�FOHDUO\�LPSRUWDQW��LW�LV�QRW�RQH�ZKLFK�LV�DGGUHVVHG�GLUHFWO\�LQ�WKLV�WKHVLV���� µ&ULWLFDO� DFFRXQWLQJ¶� FRYHUV� D� EURDG� FKXUFK� RI� DFDGHPLF� LQTXLU\� DQG� DV� VXFK� DQ\� GHILQLWLRQ� LV�GHEDWDEOH�� +RZHYHU�� /DXJKOLQ� ������� VXJJHVWV� WKDW� LW� FRXOG� EH� GHILQHG� DV�� ³$� FULWLFDO�XQGHUVWDQGLQJ�RI�WKH�UROH�RI�DFFRXQWLQJ�SURFHVVHV�DQG�SUDFWLFHV�DQG�WKH�DFFRXQWLQJ�SURIHVVLRQ�LQ�WKH�IXQFWLRQLQJ�RI�VRFLHW\�DQG�RUJDQL]DWLRQV�ZLWK�DQ�LQWHQWLRQ�WR�XVH�WKDW�XQGHUVWDQGLQJ�WR�HQJDJH��ZKHUH� DSSURSULDWH�� LQ� FKDQJLQJ� WKHVH� SURFHVVHV�� SUDFWLFHV� DQG� WKH� SURIHVVLRQ´� �S������ 7KXV��ZKLOVW�FULWLFDO�DFFRXQWLQJ�LV�DOZD\V�FRQWH[WXDO��L�H��WKH�DVVHUWLRQ�WKDW�DOO�IRUPV�RI�DFFRXQWLQJ�KDYH�VRFLDO��SROLWLFDO��HFRQRPLF�DQG�HQYLURQPHQWDO�FRQVHTXHQFHV�DQG�QHHGV�WR�EH�XQGHUVWRRG�LQ�WHUPV�RI� WKRVH� FRQVHTXHQFHV�� LW� LV� QRW� FULWLFDO� MXVW� IRU� WKH� VDNH� RI� EHLQJ� FULWLFDO� EXW� VHHNV� WR� FKDQJHDFFRXQWLQJ�LQ�GHIHUHQFH�WR�WKH�SHUFHLYHG�XQMXVW�DQG�LQGHIHQVLEOH�DVSHFWV�RI�WKRVH�FRQVHTXHQFHV��,W�LV�WKH�ODWWHU�ZKLFK�JLYHV�FULWLFDO�DFFRXQWLQJ�LWV�µUDGLFDO¶�HGJH�VLQFH�WKLV�UHSUHVHQWV�D�UHMHFWLRQ�RI�WKH�VWDWXV�TXR���� 7KHUH�DUH�KRZHYHU��D�QXPEHU�RI�ORQJLWXGLQDO�VWXGLHV�ZKLFK�KDYH�HPSOR\HG�SHULRGLVDWLRQ�DQDO\VLV�WR� H[SORUH� FKDQJHV� LQ� WKH� LVVXHV�RI�FRQFHUQ�DQG� WKHLU�SUHVHQWDWLRQ�RYHU� WLPH� �VHH�� IRU�H[DPSOH��1HLPDUN��������7LQNHU�DQG�1HLPDUN���������WKH�DVVRFLDWLRQ�EHWZHHQ�HQYLURQPHQWDO� SHUIRUPDQFHDQG�FRUSRUDWH�FKDUDFWHULVWLFV��6WDQZLFN�DQG�6WDQZLFN��������DQG��PRUH�UHFHQWO\��ZRUN�ZKLFK�KDV�XVHG�ORQJLWXGLQDO�DQDO\VLV�WR�H[SODLQ�FKDQJHV�LQ�VRFLDO�DQG�HQYLURQPHQWDO�UHSRUWLQJ�SUDFWLFHV�RYHU�WLPH� �VHH�� IRU�H[DPSOH��8QHUPDQ��������&DPSEHOO���������+RZHYHU��QRQH�RI� WKHVH� ORQJLWXGLQDO�VWXGLHV� XVHG� K\SRWKHWLFR�GHGXFWLYH�PHWKRGRORJ\� WR� H[SORUH� WKH� UHODWLRQVKLS� EHWZHHQ� FRUSRUDWH�FKDUDFWHULVWLFV�DQG�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUHV���� 3XUH�VR�FDOOHG�µWUXH¶�VFLHQWLILF�H[SHULPHQWV�UHTXLUH�WKDW�WKH�UHVHDUFKHU�KDV�FRPSOHWH�PDQLSXODWLYH�FRQWURO� RYHU� WKH� LQGHSHQGHQW� YDULDEOHV� �L�H�� WKRVH� YDULDEOHV� ZKLFK� DUH� VXJJHVWHG� DV� EHLQJ�DVVRFLDWHG�ZLWK�YDULDWLRQV�LQ�WKH�GHSHQGHQW�YDULDEOH�� WKH�IDFWRU�RU�YDULDEOH�ZKLFK�WKH�UHVHDUFKHU�VHHNV� WR� XQGHUVWDQG��� ,Q� VLWXDWLRQV� ZKHUH� WKH� LQGHSHQGHQW� YDULDEOHV� �RU��PRUH� XVXDOO\�� SUR[LHV�ZKLFK� DUH� DVVXPHG� WR� EH� YDOLG� VXUURJDWHV� IRU� WKRVH� YDULDEOHV�� FDQ� EH� REVHUYHG� EXW� QRW�PDQLSXODWHG��IRU�H[DPSOH��UHDO�OLIH�VLWXDWLRQV��VXFK�PDQLSXODWLRQ�LV�QRW�SRVVLEOH��7KHVH�VLWXDWLRQV�DUH�NQRZQ�DV�TXDVL�H[SHULPHQWDO�VHWWLQJV�DQG�WKH�UHVHDUFK�LV�WKXV�GHVFULEHG�DV�TXDVL�H[SHULPHQWDO��$EGHO�.KDOLN�DQG�$MLQN\D��������
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��� +\SRWKHWLFR�GHGXFWLYH� UHVHDUFK� UHIHUV� WR� D� UHVHDUFK�PHWKRG�ZKLFK� LQYROYHV� WKH� YHULILFDWLRQ� RU�UHIXWDWLRQ� RI� D� WKHRU\� E\� HPSLULFDOO\� WHVWLQJ� WKDW� WKHRU\� XVLQJ� K\SRWKHVHV� GHYHORSHG� IURP� LW��$EHUFURPELH� HW� DO��� �������$� K\SRWKHVLV� LQ� WKLV� FRQWH[W� WKXV� UHIHUV� WR� D� SURSRVLWLRQ� RU� VHW� RI�SURSRVLWLRQV�SXW�IRUZDUG�IRU�HPSLULFDO�WHVWLQJ��*HQHUDOO\�VSHDNLQJ��DFFRXQWLQJ�UHVHDUFKHUV�EHOLHYH�LQ� WKH� FRQFHSW� RI� HPSLULFDO� WHVWDELOLW\� �&KXD�� ������� KDYLQJ�ZLGHO\� DFFHSWHG�+HPSHO¶V� �������K\SRWKHWLFR�GHGXFWLYH�DFFRXQW�RI�ZKDW�FRQVWLWXWHV�µVFLHQWLILF�H[SODQDWLRQ¶��7KH�SDUWLFXODU�IRUP�RI�YHULILFDWLRQLVP�XVHG�LQ�WKH�SUHVHQW�VWXG\�LV�ORJLFDO�SRVLWLYLVP��D�IXQGDPHQWDO�SULQFLSOH�RI�ZKLFK�VWDWHV�WKDW�WKH�PHDQLQJ�RI�D�SURSRVLWLRQ FRQVLVWV�LQ�WKH�PHWKRG�RI�LWV�YHULILFDWLRQ��L�H��RQ�WKH�EDVLV�RI�ZKDWHYHU�REVHUYDWLRQV�RU�H[SHULHQFHV�VKRZ�LUUHVSHFWLYH�RI�ZKHWKHU�WKH�SURSRVLWLRQ�LV�RU�LV�QRW�WUXH��,W�IROORZV�IURP�WKLV�WKDW�SURSRVLWLRQV�ZKLFK�DUH�QRW�FDSDEOH�RI�EHLQJ�YHULILHG�E\�UHIHUHQFH�WR�REVHUYDWLRQ�DUH�QHLWKHU�WUXH�QRU�IDOVH�EXW�VLPSO\�PHDQLQJOHVV��)OHZ���������6XFK�DQ�DSSURDFK�DOVR�OHDGV�WR�WKH�VHDUFK�IRU�XQLYHUVDO�UHJXODULWLHV�DQG�FDXVDO�UHODWLRQVKLSV�DQG�D�ZLGHVSUHDG�XVH�RI�ODUJH�VDPSOHV��VXUYH\�PHWKRGV��TXDVL�H[SHULPHQWDO�UHVHDUFK�DQG�VWDWLVWLFDO�DQG�PDWKHPDWLFDO�PRGHOV�RI�DQDO\VLV��$FFRUGLQJ�WR�&KXD���������WKH�K\SRWKHWLFR�GHGXFWLYH�PRGHO�RI�VFLHQWLILF�H[SODQDWLRQ�LV�WKH�PRVW�FRQVLVWHQW�FKDUDFWHULVWLF�RI�H[WDQW�DFFRXQWLQJ�UHVHDUFK��EHLQJ�UHIHUUHG�WR�DV�µWKH�VFLHQWLILF�PHWKRG¶��$EGHO�.KDOLN�DQG�$MLQN\D��������0DXW]�DQG�6KDUDI����������� 7KH�UHVHDUFK�DSSURDFK�DV�VHW�RXW�LQ�7DEOH�����DGRSWV�ZKDW�LV�FRPPRQO\�UHIHUUHG�WR�LQ�PDLQVWUHDP�DFFRXQWLQJ� UHVHDUFK� DV� µWKH� VFLHQWLILF� PHWKRG¶� �*DIILNLQ�� ������ RU� µUHFHLYHG� �SRVLWLYLVW��PHWKRGRORJLFDO RUWKRGR[\¶��5\DQ�HW�DO���������EDVHG�RQ�WKH�VHPLQDO�ZRUN�E\�$EGHO�.KDOLN�DQG�$MLQNKD���������7KH�ODWWHU¶V�ZRUN�LV�SXEOLVKHG�E\�WKH�$PHULFDQ�$FFRXQWLQJ�$VVRFLDWLRQ��$$$���SUREDEO\� WKH� ZRUOG¶V� PRVW� LQIOXHQWLDO� LQWHUQDWLRQDO� DFDGHPLF� DFFRXQWLQJ� ERG\�� $FFRUGL QJ� WR�*DIILNLQ���������WKH�ZRUN�RI�$EGHO�.KDOLN�DQG�$MLQNKD��������GHYHORSHG�IURP�FRXUVHV�JLYHQ�DW�DQQXDO�DQG�RWKHU�PHHWLQJV�RI�WKH�$$$�DQG�DW�86�VHYHUDO�XQLYHUVLWLHV�DQG�IURP�FULWLFDO�FRPPHQWV�RI� PDQ\� LPSRUWDQW� HGXFDWRUV� DQG� UHVHDUFKHUV�� $EGHO�.KDOLN� DQG� $MLQNKD� ������� VXJJHVW� D�VHTXHQFH� RI� HLJKW� VWHSV�ZKLFK� DUH� FRQVLGHUHG� DV� LGHDOO\� VXLWHG� WR� WKH� GHYHORSPHQW� RI� D� VRXQG�UHVHDUFK�SURJUDPPH��7KH�VL[�VWDJHV�WR�WKH�SUHVHQW�VWXG\�DV�VHW�RXW�LQ�7DEOH�����PRUH�RU�OHVV�PLUURU�WKH�HLJKW�VHTXHQWLDO�VWHSV�VXJJHVWHG�E\�$EGHO�.KDOLN�DQG�$MLQNKD����������� /HH� ������� RIIHUV� WKH� IROORZLQJ� LQ�D�QXWVKHOO� VXPPDU\� RI� WKH� PDLQ� GLIIHUHQFHV� EHWZHHQ� WKH�SRVLWLYH� DQG� LQWHUSUHWLYH� DSSURDFKHV� WR� VFLHQFH�� 7KH� SRVLWLYLVW� XQGHUVWDQGLQJ ³«� FRQVLVWV� RI�WKHRUHWLFDO�SURSRVLWLRQV��PDQLSXODWHG�DFFRUGLQJ�WR��D��WKH�UXOHV�RI�IRUPDO�ORJLF�DQG��E��WKH�UXOHV�RI�K\SRWKHWLFR�GHGXFWLYH� ORJLF´� �S������� 7KH� SRVLWLYLVW� DSSURDFK� LQ� WKLV� FRQWH[W� FRQVLVWV� RI� WKRVH�SURFHGXUHV� ³«� DVVRFLDWHG�ZLWK� LQIHUHQWLDO� VWDWLVWLFV�� K\SRWKHVLV� WHVWLQJ��PDWKHPDWLFDO� DQDO\VLV�H[SHULPHQWDO� DQG� TXDVL�H[SHULPHQWDO� UHVHDUFK� GHVLJQ´� �RS� FLW��� S������� ,Q� FRQWUDVW�� WKH�LQWHUSUHWLYLVW XQGHUVWDQGLQJ FRQVLVWV�RI�WKH�UHVHDUFKHU¶V�UHDGLQJ�RU�LQWHUSUHWDWLRQ�RI�WKH�VXEMHFWLYH�XQGHUVWDQGLQJ��GHYHORSHG�ZLWK� WKH�DLG�RI�UHVHDUFK�PHWKRGV�VXFK�DV SKHQRPHQRORJ\��VRFLRORJ\��KHUPHQHXWLFV��HWKQRJUDSK\�DQG�SDUWLFLSDQW�REVHUYDWLRQ��6XEMHFWLYH�XQGHUVWDQGLQJ�LQ�WKLV�FRQWH[W�UHIHUV�WR�³«�WKH�HYHU\GD\�PHDQLQJV�DQG�HYHU\GD\�FRPPRQ�VHQVH�ZLWK�ZKLFK�WKH�REVHUYHG�KXPDQ�VXEMHFWV� VHH� WKHPVHOYHV� DQG� WKH� RUJDQL]DWLRQDO� ZRUOG� DURXQG� WKHP�� «´� �RS� FLW�� S������� 7KH�FRQFHSW�RI�VXEMHFWLYH�XQGHUVWDQGLQJ�LV�GLVFXVVHG�LQ�PRUH�GHWDLO�LQ�&KDSWHU������ $W� WKH� SUHVHQW� WLPH�� WKH� SUHGRPLQDQW� PHWKRGRORJ\� DSSOLHG� LQ� DFFRXQWLQJ� UHVHDUFK� LV� VWURQJO\�SRVLWLYH�DQG�IROORZV�D�³«�ZHDN�IRUP�RI UHDOLVP�«´��5\DQ�HW�DO��������S�����LQ�WKDW�WKHRULHV�DUH�VHHQ�DV�KDYLQJ�XWLOLW\�RQO\�LQ�WHUPV�RI�SURYLGLQJ�D�YHKLFOH�IRU�GHULYLQJ�JHQHUDOL]DWLRQV�ZKLFK�FDQ�EH� WHVWHG� HPSLULFDOO\�� )URP� WKLV� SHUVSHFWLYH�� YDOXH� MXGJPHQWV� DUH� JHQHUDOO\� VHHQ� DV� WDERR� DQG�KDYH�QR�SODFH�LQ�DFFRXQWLQJ�UHVHDUFK��+RZHYHU��WKHUH�LV�QR�RQH�µULJKW¶�DSSURDFK�WR�GRLQJ�UHVHDUFK�LQ� WKH�VRFLDO�VFLHQFHV�� ,Q� WKHLU�VHPLQDO�ZRUN�RQ�HPSLULFDO�UHVHDUFK�LQ�DFFRXQWLQJ��$EGHO �.KDOLN�DQG� $MLQN\D� �������� IRU� H[DPSOH�� DUJXH� DJDLQVW� SODFLQJ� WRR� PXFK� HPSKDVLV� RQ� WKH� HOHJDQFH��FRQVLVWHQF\�DQG�SUHFLVLRQ�RI�WKH�UHVHDUFK�PHWKRG�HPSOR\HG�EXW�UDWKHU�WKDW�UHVHDUFK�ZRUN�VKRXOG�EH�MXGJHG�LQ�WHUPV�RI�LWV�FRQWULEXWLRQ�WR�ILQGLQJ�VROXWLRQV�WR�SUREOHPV��'UDZLQJ�RQ�WKH�OHVVRQV�RI�RWKHU� GLVFLSOLQHV�� QRWDEO\� VRFLRORJ\�� WKH� DXWKRUV� LGHQWLILHG� WZR�PDLQ� W\SHV� RI� UHVHDUFK� LQ� WKLV�UHVSHFW�� WKH� µVFLHQWLILF� PHWKRG¶� �L�H�� K\SRWKHWLFR�GHGXFWLYH� UHVHDUFK�� DQG� WKH� µQDWXUDOLVWLF�DSSURDFK¶��L�H��LQWHUSUHWLYH�UHVHDUFK���$OWKRXJK�WKH�HPSKDVLV�RI�WKHLU�ZRUN�LV�RQ�WKH�IRUPHU��WKH�DXWKRUV� UHFRJQLVH� WKH� FRQWULEXWLRQ� ZKLFK� ERWK� PHWKRGV� FDQ� EULQJ� WR� XQGHUVWDQGLQJ� REVHUYHG�SKHQRPHQRQ��0RUHRYHU��WKH\�VXJJHVW�WKDW�XVH�RI�GLIIHUHQW�UHVHDUFK�PHWKRGV�WR�H[SORUH�WKH�VDPH�SKHQRPHQD�� D� FRQFHSW� NQRZQ� DV� µWULDQJXODWLRQ¶�� FDQ� LPSURYH� WKH� LQWHUQDO� �L�H�� H[ WHQW� RI�HVWDEOLVKHG�FDXVDOLW\��DQG�H[WHUQDO��H[WHQW�RI�JHQHUDOLVDELOLW\��YDOLGLW\�RI�UHVHDUFK�
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��� 7HUPV� VXFK� DV� µ6RFLDO� $FFRXQWLQJ¶� KDYH� EHHQ� DSSOLHG� WR� WKH� HFRQRPLF� DQG� VRFLDO� DVSHFWV� RI�QDWLRQDO� LQFRPH� DW� WKH� PDFUR�HFRQRPLF� OHYHO� DV� ZHOO� DV� WR� LQGLYLGXDO� FRPSDQ\� ILQDQFLDO�DFFRXQWLQJ�DQG�UHSRUWLQJ�LVVXHV�IURP�ERWK�DQ�LQWHUQDO�DQG�H[WHUQDO�SHUVSHFWLYH��7KH�IRFXV�RI�WKH�SUHVHQW�VWXG\�LV�RQ�UHSRUWLQJ�DW�WKH�FRUSRUDWH�OHYHO���� 7KHUH�DUH�D�QXPEHU�RI�GHILQLWLRQV�RI�VRFLDO�DFFRXQWLQJ��6$��WR�EH�IRXQG�LQ�WKH�OLWHUDWXUH �VHH��IRU�H[DPSOH��$66&��������(SVWHLQ�HW�DO����������2QH�RI�WKH�HDUOLHVW�ZDV�SURSRVHG�E\�0REOH\��������S������ZKR�GHILQHG�6$�DV�³«�WKH�RUGHULQJ��PHDVXULQJ�DQG�DQDO\VLV�RI�WKH�VRFLDO�DQG�HFRQRPLF�FRQVHTXHQFHV�RI�JRYHUQPHQWDO�DQG�HQWUHSUHQHXULDO�EHKDYLRU�´��� )RU�DQ�LQWURGXFWLRQ�WR�VRFLDO�DFFRXQWLQJ�DQG�WKH�UHFHQW�UHVXUJHQFH�LQ�VRFLDO�UHSRUWLQJ�SUDFWLFH��VHH��IRU�H[DPSOH��*UD\�HW�DO���������*UD\�DQG�%HEELQJWRQ���������� +LVWRULFDOO\�� WKH� ILHOG�RI�µVRFLDO�DFFRXQWLQJ¶�KDV�EHHQ�FRQFHUQHG�ZLWK�D�VHW�QXPEHU�RI�GLIIHUH QW�LVVXHV�LQFOXGLQJ�WKH�FRPPXQLW\��H�J��ORFDO�FRPPXQLW\��ORFDO�HFRQRPLF�UHJHQHUDWLRQ��LQYROYHPHQW�ZLWK� ORFDO� FKDULWLHV�� HWF���� HPSOR\HHV� �H�J�� HPSOR\PHQW� FRQGLWLRQV�� HTXDO� RSSRUWXQLWLHV��UHGXQGDQFLHV�� WUDLQLQJ�� HWF���� WKH� FRQVXPHU� �H�J�� DFFHVV� IRU� WKH� GLVDEOHG�� FRQVXPHU� SURWHFWLRQ��KHDOWK� DQG� VDIHW\� LVVXHV�� SURGXFW� TXDOLW\� DQG� YDOXH� IRU�PRQH\�� HWF��� DQG� HQYLURQPHQWDO� LVVXHV��*UD\� DQG� %HEELQJWRQ�� ������� +RZHYHU�� LQ� FRQWUDVW�� FRQYHQWLRQDO� �HVSHFLDOO\� ILQDQFLDO��DFFRXQWLQJ�LV�PXFK�PRUH�UHVWULFWHG�LQ�LWV�FRQVWUXFWLRQ�RI�µWKH�DFFRXQW¶��EHLQJ�QR�PRUH�WKDQ�D�³«�YHU\�VHYHUHO\�UHGXFHG�VXEVHW�RI�WKDW�SRVVLEOH�XQLYHUVH�RI�DFFRXQWLQJV´��*UD\��������S��������� 7KH�SRLQW�EHLQJ�PDGH�E\�*UD\��������LQ�KLV�UHIHUHQFH�WR�VLOHQW�VRFLDO�DQG�HQYLURQPHQWDO�DFFRXQWVLV� WKDW� PDQ\� FRPSDQLHV� DOUHDG\� SURGXFH� VRFLDO� DQG� HQYLURQPHQWDO� GDWD� HLWKHU� ZLWKLQ� RU�DFFRPSDQ\LQJ�WKHLU�DQQXDO�UHSRUW�DQG�DQQXDO�UHSRUWLQJ�F\FOHV��7KH�VDPH�SRLQW�ZDV�PDGH�E\�WKH�$,&3$��������LQ�LWV�FRPSUHKHQVLYH�UHYLHZ�RI�WKH�VWDWH�RI�WKH�DUW�RI�VRFLDO�DFFRXQWLQJ�LQ�WKH�86 LQ�WKH� ODWH� ����V�� FRQFOXGLQJ� WKDW�� DOWKRXJK� HQRUPRXV� JDSV� H[LVWHG�� FRPSDQLHV� GR� KDYH� DYDLODEOH�IDLUO\� VXEVWDQWLDO� DPRXQWV� RI� LQIRUPDWLRQ� DERXW� EXVLQHVV� DFWLRQV� DQG� WKH� QDWXUH� RI� WKHLU� VRFLDO�LPSDFWV��+HDUG�DQG�%ROFH���������$�FRUROODU\�RI� WKLV� LV� WKDW�VXFK�RUJDQL]DWLRQV�DUH�FOHDUO\�LQ�D�SRVLWLRQ�WR�SURGXFH�EDVLF�VRFLDO�DQG�HQYLURQPHQW�UHSRUWV�VKRXOG�WKH\�FKRRVH�WR�GR�VR�VLPSO\�E\�FROODWLQJ� DOO� RI� WKH� DYDLODEOH�� H[LVWLQJ� VRFLDO� DQG� HQYLURQPHQWDO� GDWD� DQG� SXOOLQJ� LW� WRJHWKHU� WR�IRUP��IRU�H[DPSOH��D�VHSDUDWH��GHYRWHG�VXEVHFWLRQ�RI�WKH�DQQXDO�UHSRUW��*UD\����������� )RU�DQ�LQWURGXFWLRQ�WR�WKH�SRWHQWLDO�UDQJH�RI�DFFRXQWLQJV�WKDW�PD\�EH�FRQVWUXFWHG�ZLWKLQ�D�&65�FRQWH[W��VHH�IRU�H[DPSOH��*UD\�HW�DO���������S������� )RU�D�EULHI�UHYLHZ�RI�HDUO\�8.�FRUSRUDWH�VRFLDO�UHSRUWLQJ�SUDFWLFH�EDVHG�RQ�VXUYH\�HYLGHQFH�VHH��IRU� H[DPSOH�� +DUWH� DQG� 2ZHQ� �������� ,W� LV� SHUKDSV� ZRUWK� QRWLQJ� WKDW� WKH� FKDSWHU� RQ� VRFLDO�UHSRUWLQJ�DV�SXEOLVKHG�LQ�WKH�,&$(:¶V�)LQDQFLDO�5HSRUWLQJ�ZDV�GLVFRQWLQXHG�DIWHU�WKH����� ����HGLWLRQ��+DUWH�DQG�2ZHQ���������+RZHYHU��*UD\��2ZHQ�DQG�0DXQGHUV�WRRN�XS�WKH�EDWRQ�LQ�WKHLU�ERRN��*UD\��HW�DO���������IRU����������7KH�ILQGLQJV�RI�WKH�ODWWHU�VXUYH\�SRLQWHG�WR�D�GUDPDWLF�IDOO�RII�LQ�GLVFORVXUH�IRU��������LQ�UHVSHFW�RI�DOO�LQIRUPDWLRQ�FDWHJRULHV�ZLWK�WKH�H[FHSWLRQ�RI�KXPDQ�UHVRXUFHV��+DUWH�DQG�2ZHQ���������+DUWH�DQG�2ZHQ�VXJJHVW�WKDW�WKLV�FKDQJH�LQ�WKH�WUHQG�RI�&65�ZDV�GXH�WR�WKH�µDQWLFLSDWLRQ�RI�OHJLVODWLRQ¶�HIIHFW���� 'LIIHUHQFHV� GR� H[LVW� KRZHYHU� LQ� UHODWLRQ� WR� ZKDW� µHQYLURQPHQW¶� PHDQV��0RUH� UHFHQWO\�� LW� KDV�EHFRPH�FRPPRQ SUDFWLFH�IRU�UHVHDUFKHUV�WR�GHILQH�µHQYLURQPHQW¶�DV�LQFOXGLQJ�HQHUJ\�HIILFLHQF\��KHDOWK�DQG�VDIHW\�DQG�SURGXFW�VDIHW\�LVVXHV��VHH��IRU�H[DPSOH��*UD\� HW�DO�������E���$V�*UD\�DQG�%HEELQJWRQ� �������S������ VWDWH��³+HDOWK�DQG�VDIHW\� LVVXHV�DUH�µHQYLURQPHQWDO¶� LQ� WKDW� WKH\�GHDO�ZLWK�SDUW�RI�WKH�RUJDQL]DWLRQ¶V�HIIHFW�RQ��SDUWLFXODUO\�ORFDO��HQYLURQPHQWV�´�+RZHYHU��VXFK�LVVXHV�DUH�DOVR�HPSOR\HH��FRPPXQLW\�DQG�FXVWRPHU�UHODWHG��6WULFWO\�VSHDNLQJ�WKHUHIRUH��KHDOWK�DQG�VDIHW\�LVVXHV� DUH� JHQHUDO� VRFLDO� LVVXHV� DQG� WKH� GLVWLQFWLRQ�PDGH� LQ� WKLV� VWXG\�� WKRXJK� LQ� NHHSLQJ�ZLWK�PXFK�RI�WKH�HQYLURQPHQWDO�UHSRUWLQJ�OLWHUDWXUH��LV�DQ�DUWLILFLDO�RQH���� ,Q�WKH�VRFLDO�VFLHQFHV�� WKH�WHUP�ERXUJHRLV�LV�ORRVHO\�XVHG�ZKHQ�UHIHUULQJ�WR�HLWKHU�WKH�PLGGOH�RU�UXOLQJ�FODVVHV�LQ�D�FDSLWDOLVW�VRFLHW\��%RWK�FODVVHV�DUH�SUHVXPHG�WR�KDYH�DQ�LQWHUHVW�LQ�SUHVHUYLQJ�FDSLWDOLVP�LQ�WKH�FRQWH[W�RI�D�VWUXJJOH�ZLWK�WKH�ZRUNLQJ�FODVV�RYHU�WKH�GLVWULEXWLRQ�RI�VXUSOXV�YDOXH�DULVLQJ�IURP�WKH�SURGXFWLRQ�DQG�GLVWULEXWLRQ�RI�JRRGV�DQG�VHUYLFHV��$FFRUGLQJ�WR�$EHUFURPELH�HW�DO�� ������� WKH� WHUP� LV� PRUH� DSSURSULDWHO\� DSSOLHG� WR� WKH� XUEDQ� VRFLDO� FODVV� PDGH� XS� RI�HQWUHSUHQHXUV��PHUFKDQWV��DQG�LQGXVWULHV�DFWLYH�LQ�WKH�HDUO\�VWDJHV�RI�FDSLWDOLVW�GHYHORSPHQW��,Q�WKH�VSHFLILF�FRQWH[W�RI�WKH�SUHVHQW�VWXG\��LW�LV�XVHG�WR�GHVFULEH�D�IUDPHZRUN�RI�DQDO\VLV�ZKLFK�GUDZV�RQ�ERXUJHRLV�SROLWLFDO�HFRQRP\�LQ�WHUPV�RI�LWV�YLVXDOLVDWLRQ�RI�FRQIOLFWV�ZKLFK�WDNH�SODFH�ZLWKLQ�VRFLHW\��VHH�&KDSWHU����
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&KDSWHU��3UDFWLFDO�GHYHORSPHQWV�LQ�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH�DQG�UHSRUWLQJ�$Q�LQWURGXFWLRQ�DQG�RYHUYLHZ
��� ,QWURGXFWLRQ7KLV�FKDSWHU��DORQJ�ZLWK�&KDSWHUV���DQG����SURYLGHV�WKH�VWUXFWXUH�GHILQLWLRQ�VWDJH�RI�WKH�WKHVLV��VWDJH� ��� 7DEOH� ���� &KDSWHU� ��� 7KH� IRFXV� KHUH� LV� RQ� SUDFWLFDO� DQG� SUDFWLFH�EDVHG�GHYHORSPHQWV�LQ�WKH�ILHOG�RI�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH�DQG�UHSRUWLQJ��&('��ZLWKLQ�WKH�JHQHUDO�DPELW�RI�&65��,Q�GRLQJ�VR��WKH�SULPDU\�SXUSRVH�LV�WR�SURYLGH�KLVWRULFDO��SROLWLFDO�DQG�VRFLDO�FRQWH[W�WR�WKH�SUHVHQW�VWXG\��7KH�DUJXPHQW�WKDW�DFFRXQWLQJ�SUDFWLFHV��DQG�&65�DQG�&('� DUH� FHUWDLQO\� WKDW�� HYHQ� WKRXJK� WKH\� DUH� VWLOO� YHU\� PXFK� D� PDUJLQDOL]HG� DUHD� RI�DFFRXQWLQJ� WKHRU\� DQG� SUDFWLFH�� FDQQRW� EH� SURSHUO\� XQGHUVWRRG� XQOHVV� WKH� FRQWH[W� LQ�ZKLFK�WKH\� KDYH� EHHQ� GHYHORSHG� LV� DOVR� DGHTXDWHO\� UHFRJQLVHG�� KDV� EHHQ�ZHOO� GRFXPHQWHG� LQ� WKH�DFFRXQWLQJ� OLWHUDWXUH� �VHH�� IRU� H[DPSOH��%XUFKHOO�HW� DO��� ������*UD\�HW� DO��� ������+RSZRRG��������������+RVNLQ�DQG�0DFYH��������/RIW��������5REHUWV�DQG�6FDSHQV���������7KH� UHVW� RI� WKLV� FKDSWHU� LV� VWUXFWXUHG� DV� IROORZV��6HFWLRQ����� UHYLHZV�JHQHUDO�DSSURDFKHV� WR�&65�DV�DQ�DVSHFW�RI�FRUSRUDWH�UHSRUWLQJ�SUDFWLFH��6HFWLRQ�����H[SDQGV�WKLV�DQDO\VLV�IXUWKHU�E\�H[SORULQJ� WKH� RULJLQV� DQG� KLVWRU\� RI� &65� LQ� WKH� FRQWH[W� RI� WKH� RUJDQL]DWLRQ�VRFLHW\�UHODWLRQVKLS�� 6HFWLRQ� ���� ORRNV� DW� WKH� ZD\� LQ� ZKLFK� WKH� SUDFWLFH� RI� &('� KDV� GHYHORSHG�WKURXJK�PDQGDWRU\ HQYLURQPHQWDO�GLVFORVXUH�XQGHU�DFFRXQWLQJ�DQG�FRPSDQ\� ODZ�UXOHV��7KH�SDUWLFXODU� UROH� SOD\HG� E\� WKH� DFFRXQWDQF\� SURIHVVLRQ� LQ� SURPRWLQJ� YROXQWDU\ &('� LQ� WKH�����V�LV�H[SORUHG�VHSDUDWHO\�LQ�6HFWLRQ������6HFWLRQ�����ORRNV�DW�VLJQLILFDQW�GHYHORSPHQWV�LQ�WKH�SUDFWLFH�RI�&('� LQ� WKH�����V�DQG�SURYLGHV�D� W\SRORJ\�RI� WKH�PDLQ�DSSURDFKHV�E\� ODUJH�FRUSRUDWLRQV� WR� &('�� 6HFWLRQ� ���� FRQVLGHUV� VRPH� RI� WKH� PRUH� VLJQLILFDQW� VRFLR�SROLWLFDO�LQIOXHQFHV� RQ� WKH� SUDFWLFH� RI� &('�� QRWDEO\� UHJXODWRU\�� TXDVL�UHJXODWRU\� DQG� VXSUD�QDWLRQDO�LQIOXHQFHV�� $� UpVXPp� RI� FXUUHQW� PDQGDWRU\� HQYLURQPHQWDO� UHSRUWLQJ� DQG� GLVFORVXUH�UHTXLUHPHQWV� ZKLFK� KDYH� HPHUJHG� LQ� (XURSH� DQG� RWKHU� PDMRU� )LUVW�ZRUOG� FRXQWULHV� LV�SURYLGHG�LQ�6HFWLRQ������6HFWLRQ�����SURYLGHV�VRPH�FRQFOXGLQJ�UHPDUNV�DQG�DQ�LQWURGXFWLRQ�WR�WKH�QH[W�FKDSWHU�
��� µ6HWWLQJ�WKH�VFHQH¶�± D�VRFLHWDO�DSSURDFK�WR�&65�:LWKLQ� WKH� DFFRXQWLQJ� OLWHUDWXUH� WKHUH� KDYH� EHHQ� WZR� GRPLQDQW�� EXW� VLJQLILFDQWO\� GLIIHUHQW��DSSURDFKHV�WR�&65��*UD\�HW�DO�������E���)LUVWO\��&65�PD\�EH�WUHDWHG�DV�³«�DQ�DGGHQGXP�WR�FRQYHQWLRQDO� DFFRXQWLQJ� DFWLYLW\� DQG� UHVHDUFKHG� ZLWK� WKH� VDPH� DVVXPSWLRQV� DQG�SUHFRQFHSWLRQV�ZKLFK�LQIRUP�PRVW�RI�PDLQVWUHDP�DFFRXQWLQJ�UHVHDUFK´��*UD\�HW��DO�������E��S������ 6HFRQGO\�� DQ� DOWHUQDWLYH� DSSURDFK� WR� &65� ZKLFK� YLHZV� FRUSRUDWH� UHSRUWLQJ� IURP�ZLWKLQ�D�ZLGHU�VRFLDO�FRQWH[W��RQH�WKDW�PRYHV�EH\RQG�DQ\�OHJDOLVWLF��ILQDQFLDO�RU�PDUNHW�EDVHG�
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ERXQGDULHV�DQG�ZKLFK�KDV�LWV�RULJLQV�LQ�WKH�VRFLDO DXGLW�PRYHPHQW�GDWLQJ�IURP�ODWH�����V�DQG�HDUO\�����V� �VHH�� IRU�H[DPSOH��*HGGHV��������*UD\�HW�DO���������� 8QGHU� WKH� ILUVW�DSSURDFK��WKH� DVVXPSWLRQV� DQG� SUHFRQFHSWLRQV� UHIHUUHG� WR� DUH� GUDZQ� SULPDULO\� IURP� HFRQRPLF�OLEHUDOLVP��D�EUDQFK�RI�HFRQRPLFV�ZKLFK�SULYLOHJHV�PRQH\�FDSLWDO�RYHU�RWKHU�IRUPV�RI�FDSLWDO��VXFK� DV� QDWXUDO�� VRFLDO�� FXOWXUDO� DQG� KXPDQ� FDSLWDO�� LQ� WKH� VHUYLFH� RI� PRGHUQ�� JOREDO�FDSLWDOLVP��IRU�DQ�LQWURGXFWLRQ�DQG�RYHUYLHZ��VHH��IRU�H[DPSOH��*UD\�DQG�%HEELQJWRQ��������*UD\�HW�DO���������������0DWKHZV���������������$V�LQGLFDWHG�LQ�&KDSWHU����WKH�SULPDU\�VRFLDOSXUSRVH�RI� ILQDQFLDO�DFFRXQWLQJ�DQG�UHSRUWLQJ�IURP�WKLV� WUDGLWLRQDO�SHUVSHFWLYH�LV� WR�SURYLGH�LQIRUPDWLRQ� WKDW� KHOSV� HFRQRPLF GHFLVLRQ�PDNHUV� �L�H�� VKDUHKROGHUV� DQG� SURYLGHUV� RI� ORDQ�FDSLWDO�� PDNH� EHWWHU� HFRQRPLF GHFLVLRQV��� :LWKLQ� DFFRXQWDQF\�� D� FRQVLGHUDWLRQ� RI�HQYLURQPHQWDO�LVVXHV�EDVHG�RQ�WKLV�WUDGLWLRQDO�YLHZ�FDQ�EH�VHHQ�LQ�WKH�SURIHVVLRQ¶V�IRFXV�RQ�PDWWHUV� VXFK� DV� WKH� GHILQLWLRQ��PHDVXUHPHQW� DQG� GLVFORVXUH� RI� HQYLURQPHQWDO� H[SHQGLWXUHV�DQG� WKH� WUHDWPHQW� RI� HQYLURQPHQWDO� FOHDQ�XS� REOLJDWLRQV� �WKLV� LV� H[SORUHG� LQ�PRUH� GHWDLO� DW�6HFWLRQ�����EHORZ���:KLOH�VXFK�FRQVLGHUDWLRQV�PD\�EH�KHOSIXO�LQ�D�VWULFWO\�HFRQRPLF�FRQWH[W��WKLV� DSSURDFK� LV� SUREOHPDWLF� EHFDXVH� LW� LPSRVHV� UHVWULFWHG� µZRUOG� YLHZV¶� RQ� WKH� SRVVLEOH�IRUPV�RI�&65�&('�DQG��LQ�VR�GRLQJ��SUHYHQWV�RWKHU��DOWHUQDWLYH�IRUPV�RI�VRFLDO�DFFRXQWLQJV�IURP� HPHUJLQJ� �VHH�� IRU� H[DPSOH�� %HEELQJWRQ� DQG� *UD\�� ����� *UD\�� ������ *UD\� HW� DO�������D��������/HKPDQ��������3KHQRPHQD�VXFK�DV�&('�ZKHQ�FRQFHLYHG�RI�DQG�SUDFWLFHG�IURP�WKH�SHUVSHFWLYH�RI�WUDGLWLRQDO�ILQDQFLDO� DFFRXQWLQJ�� DUH� VWUXFWXUHG� ZLWKLQ� D� OHJDOLVWLF�� HFRQRPLF� IUDPHZRUN� ZKHUH� WKH�µXVHIXOQHVV¶� RI� ILQDQFLDO�� VRFLDO�� HQYLURQPHQWDO�� HWKLFDO� DQG� RWKHU� UHSRUWHG� LQIRUPDWLRQ� LV�GHWHUPLQHG� DFFRUGLQJ� WR� LWV� DELOLW\� WR�PHHWV� WKH� QHHGV�� RU� SHUFHLYHG� QHHGV�� RI� VKDUHKROGHUV�DQG� SURYLGHUV� RI� ORDQ� FDSLWDO�� UDWKHU� WKDQ� IURP� WKH� SHUVSHFWLYH� RI� VRFLHW\� DV� D� ZKROH��&RQYHUVHO\��D�VRFLHWDO�DSSURDFK�SODFHV�&65�³«�DW�WKH�KHDUW�RI�DQ�H[DPLQDWLRQ�RI�WKH�UROH�RI�LQIRUPDWLRQ� LQ� RUJDQL]DWLRQ�VRFLHW\� GLDORJXH´� �*UD\� HW� DO�� ����E�� S������ $� GHWDLOHG�H[SORUDWLRQ�RI� WKHVH�LVVXHV�LQ�WKH�FRQWH[W�RI�&('�LV�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\���+RZHYHU�� DQ\� VWXG\� RI� HQYLURQPHQWDO� UHSRUWLQJ� E\� EXVLQHVV� RUJDQL]DWLRQV� LQYROYHV� DOVR� D�VWXG\�� ZKHWKHU� H[SOLFLW� RU� LPSOLHG�� RI� WKH� UHODWLRQVKLSV� EHWZHHQ� WKRVH� RUJDQL]DWLRQV�� WKH�QDWXUDO�HQYLURQPHQW�DQG�VRFLHW\�LWVHOI��VHH��IRU�H[DPSOH��/HVVHP��������3UHVWRQ���������������������7KH� H[WHQW� WR�ZKLFK� VXFK� UHODWLRQVKLSV� DUH� RU� DUH� QRW�PDGH� H[SOLFLW� GHSHQGV� RQ� WKH�IRUP�RI�DFFRXQWLQJ�DQG�DFFRXQWDELOLW\�E\�ZKLFK�D�VRFLHW\�FKRRVHV��QRUPDWLYHO\�VSHDNLQJ��WR�VRFLDOO\�FRQVWUXFW�WKHP��VHH��IRU�H[DPSOH��+LQHV��5�������D���������,W�LV�GLIILFXOW�WR�RYHUSOD\�WKH� VLJQLILFDQFH� RI� WKLV� FKRLFH�� 3XW� VLPSO\�� WR� IXOO\ XQGHUVWDQG� DQG� DSSUHFLDWH� WKHVH�UHODWLRQVKLSV�UHTXLUHV�WKH�FRQVLGHUDWLRQ�RI�D�ZKROH�UDQJH�RI�LVVXHV�DQG�V\VWHPV��LQFOXGLQJ�WKH�SROLWLFDO�� HFRQRPLF�� VRFLDO�� HWKLFDO� DQG� ILQDQFLDO� DVSHFWV� RI� WKH� FXUUHQW� VRFLDO� V\VWHP��FDSLWDOLVP���WRJHWKHU�ZLWK�D�PXFK�GHHSHU�UHFRJQLWLRQ�RI�KRZ�RUJDQL]DWLRQV�IXQFWLRQ��RI�KRZ�VRFLHW\�RSHUDWHV��RI�KRZ�WKH�QDWXUDO�HQYLURQPHQW�ZRUNV��DQG�RI�KRZ�WKHVH�YDULRXV�HOHPHQWV�RI�WKH� ZKROH� DUH� LQWHUUHODWHG� DQG� LPSDFW� XSRQ� HDFK� RWKHU�� )RU� H[DPSOH�� VRFLDO�� KXPDQ� DQG�HQYLURQPHQWDO�FRVWV�QRW� UHIOHFWHG� LQ�PDUNHW�SULFHV��NQRZQ�DV� µH[WHUQDOLWLHV¶�DUH�GHOLEHUDWHO\�H[FOXGHG� IURP� WKH� SUHVHQW� JOREDOLVHG� V\VWHP� RI� ILQDQFLDO� DFFRXQWLQJ� DQG� UHSRUWLQJ�� $V� D�UHVXOW�� WKDW� V\VWHP� LV� QRW� VLPSO\� D� VRFLDO� FRQVWUXFWLRQ�� EXW� LV� DOVR� VRFLDOO\� FRQVWUXFWLQJ DSDUWLDO��DQWKURSRFHQWULF�YLHZ�RI�UHDOLW\��+LQHV������D���7KH�QRWLRQ�WKDW�LW�LV�SRVVLEOH�WR�VHSDUDWH�WKH�VRFLDO�ZRUOG�IURP�WKH�QDWXUDO�ZRUOG�DQG�WUHDW�WKH�ODWWHU�DV�D�VHUYDQW�RI�WKH�IRUPHU�LV�VWURQJO\�UHMHFWHG�E\�PRUH�KROLVWLF�ZRUOG�YLHZV�VXFK�DV�QHR�'DUZLQLVP� DQG� *DLD� WKHRU\� ZKLFK� VHH� WKH� SODQHW� DQG� DOO� LWV� ELRORJLFDO� DQG� JHRORJLFDO�
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RFFXSDQWV� DV� D� WUXO\� XQLILHG� DQG� VHOI�UHJXODWLQJ� V\VWHP� �/RYHORFN�� ������ ������ �������2XU�RZQ�OLPLWDWLRQV��LQ�WHUPV�RI�KXPDQ�FRJQLWLYH�FDSDFLWLHV�WR�PDQDJH��XQGHUVWDQG�DQG�LQWHUSUHW�FRPSOH[��PXOWLIDFHWHG� KXPDQ�� VRFLDO�� QRQ�KXPDQ� DQG� HFRORJLFDO� SKHQRPHQRQ� DOVR� SOD\� DQ�LPSRUWDQW�SDUW�LQ�FRQVWUXFWLQJ�WKH�ZRUOG�DURXQG�XV��$V�*UD\�DQG�%HEELQJWRQ��������VWDWH�7KH� PRUH� RQH� WULHV� WR� XQGHUVWDQG� DQ\� RQH� V\VWHP� ± EH� LW� DFFRXQWLQJ��RUJDQL]DWLRQV�� WKH�HQYLURQPHQW��RU�ZKDWHYHU�± WKH�PRUH�RQH�FRPHV�WR�UHDOL]H�WKDW�WR�XQGHUVWDQG�DQ\�RQH�HOHPHQW�ZH�UHDOO\�QHHG�D�JRRG�JUDVS�RI�WKH�FHQWUDO�LVVXHV�LQ� WKRVH�RWKHU�V\VWHPV�± V\VWHPV�ZKLFK�� IDU� WRR�RIWHQ��ZH�MXVW�OHDYH�DV�WDNHQ�IRU�JUDQWHG��S�������$V�VXFK��DQ\�GLVWLQFWLRQ�PDGH�EHWZHHQ�WKH�HFRQRPLF��WKH�VRFLDO��WKH�KXPDQ��WKH�QRQ�KXPDQ�DQG�WKH�HQYLURQPHQWDO�LV�DUWLILFLDO JLYHQ�WKDW��DV�KXPDQ�EHLQJV��ZH�DUH�SDUW�RI�DQG�FRQQHFWHG�WR�WKH�ZKROH��:KDW�ZH�GR��KRZ�ZH�GR�LW�DQG�KRZ�ZH�LQWHUDFW�ZLWK�HDFK�RWKHU DQG�ZLWK�RWKHU�OLIH� DQG� QRQ�OLIH� IRUPV� QRW� RQO\� VKDSHV� RXU� RZQ� VRFLDO� ZRUOG� EXW� DOVR� LQIOXHQFHV� DQG�GHWHUPLQHV�WKH�VWDWH�RI� WKH�ZKROH�WKDW� LV�DURXQG�XV��,QGHHG��DQ\�FRQVLGHUDWLRQ�RI�WKH�QDWXUDO�HQYLURQPHQW� DV�RQH� HOHPHQW�RI� WKH�ZKROH� LQYROYHV� D� VRFLDO� GLPHQVLRQ� LQ� WKH� VHQVH� WKDW�ZH�JLYH�PHDQLQJ� WR� WKDW� HQYLURQPHQW� EDVHG� RQ� RXU� DQWKURSRFHQWULF� SHUFHSWLRQ� RI� LWV� UROH� DQG�SXUSRVH� �+LQHV�� 5��� ����D�� ������� )XUWKHUPRUH�� DQG� SHUKDSV� PRVW� LPSRUWDQW� RI� DOO�� DQ\�FRQVLGHUDWLRQ� RI� HQYLURQPHQWDO� LVVXHV� LQHYLWDEO\� OHDGV� WR� D� FRQFHUQ� ZLWK� µVXVWDLQDELOLW\¶��*UD\� DQG� %HEELQJWRQ�� �������� $OWKRXJK� QRW� H[SOLFLWO\� GLVFXVVHG� LQ� WKH� SUHVHQW� VWXG\�� WKH�LVVXHV� DUH� LPSOLFLWO\ VXEVXPHG�ZLWKLQ� WKH� RUJDQL]DWLRQ±VRFLHW\� IUDPHZRUN� GHVFULEHG� DERYH�DQG� WKXV� LQIRUP� DQG� KDYH� D� SODFH� LQ� RXU RYHUDOO� XQGHUVWDQGLQJ� RI� WKH� SURFHVV� E\� ZKLFK�RUJDQL]DWLRQV� VRFLDOO\�FRQVWUXFW� VRFLDO� DQG�HQYLURQPHQWDO� LVVXHV�YLD�&65�� VRPHWKLQJ�ZKLFK�EXVLQHVV�RUJDQL]DWLRQV�LQ�SDUWLFXODU�KDYH�EHHQ�GRLQJ�IRU�PDQ\�\HDUV�
��� $�EULHI��KLVWRULFDO�ZDON�WKURXJK�RI�SUDFWLFDO�GHYHORSPHQWV�LQ�&65&65�KDV�D� ORQJ�KLVWRU\��ERWK�DV�DQ�DVSHFW�RI�FRUSRUDWH�UHSRUWLQJ�SUDFWLFH��VHH��IRU�H[DPSOH��$QGHUVRQ�� ������ *XWKULH� DQG� 3DUNHU�� ������ +RJQHU�� ������ /HZLV�HW� DO��� ������ DQG� DV� DQ�DVSHFW�RI�DFDGHPLF�HQTXLU\��VHH��IRU�H[DPSOH��*UD\�HW�DO����������+RZHYHU��WKH�SUHVHQW�VWXG\�WDNHV� LWV� FXH� IURP� WKH� HQG� RI� ::,,� VLQFH� PXFK� RI� ZKDW� LV� NQRZQ� WRGD\� DV� &65� KDV�GHYHORSHG�RYHU� WKDW� WLPH��7KLV� LV�QRW� WR�VD\� WKDW�&65�LVVXHV�ZHUH�QRW�FRQVLGHUHG�LPSRUWDQW�SULRU�WR�::,,��,QGHHG��LVVXHV�RI�UHVSRQVLELOLW\�LQ�JHQHUDO�DQG�WKRVH�LQ�UHODWLRQ�WR�HPSOR\HUV��RZQHUV� DQG� RUJDQL]DWLRQV� LQ� SDUWLFXODU� IHDWXUH� VWURQJO\� LQ� WKH� ZULWLQJV� RI� VXFK� HDUO\�SKLORVRSKHUV�DV�3ODWR�DQG�$ULVWRWOH� �*UD\�HW�DO����������1HYHUWKHOHVV��ZKDW�KDV�EHHQ�WHUPHG�µIRUPDO�&56¶�KDV�D�PXFK�PRUH�UHFHQW�KLVWRU\�DQG�LV�JHQHUDOO\�DVVRFLDWHG�ZLWK�WKH�ULVH�RI�WKH�PRGHUQ�RUJDQL]DWLRQ�GXULQJ�WKH�GHFDGHV�VLQFH�:RUOG�:DU�,,��*UD\�HW�DO���������&RQFHUQ�ZLWK� WKH� VRFLDO� DQG�HQYLURQPHQWDO�FRQVHTXHQFHV�RI�EXVLQHVV�DFWLYLWLHV��SDUWLFXODUO\�LQ�UHODWLRQ�WR�HPSOR\PHQW�SUDFWLFHV��SROOXWLRQ��KHDOWK�DQG�VDIHW\�DQG�FRPPXQLW\�LQYROYHPHQW��KDV�RVFLOODWHG� LQ�D�VHD�RI�FKDQJLQJ�IRUWXQHV��$$$��������3DUNHU��������7LQNHU�HW�DO���������:DOGHQ�DQG�6FKZDUW]��������:RRG������D��E��VHH�DOVR��LQ�LQWHUQDWLRQDO�WHUPV��5REHUWV��������LQ�UHODWLRQ�WR�*HUPDQ\��6FKUHXGHU��������WKH�1HWKHUODQGV��+XL]LQJ�DQG�'HNNHU�������WKH�8.��*UD\�HW�DO���������WKH�86$��(UQVW�DQG�(UQVW�����������$XVWUDOLD��*XWKULH�DQG�3DUNHU����������'XULQJ� WKRVH� SHULRGV� ZKHQ� FRQFHUQV� RYHU� &65HVS� LQFUHDVHG�� LW� DSSHDUHG� WR� GR� VR�DORQJ�VHYHUDO�GLIIHUHQW�IURQWV��*UD\�HW�DO� ��������IRU�H[DPSOH��VXJJHVW�WZR�GLVWLQFW�IURQWV��WKH�ILUVW�EHLQJ�WKH�PRUH�UDGLFDO�GHEDWHV�HQJHQGHUHG�E\�ZKDW�LV�VRPHWLPHV�UHIHUUHG�WR�DV�µH[WUHPLVWV¶��
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FRPLQJ� IURP� ERWK� WKH� IDU� ULJKW� �IRU� H[DPSOH�� )ULHGPDQ�� ����� ������ DQG� WKH� IDU� OHIW� �IRU�H[DPSOH�� WKH� ZRUN� RI� 0DU[� DQG� (QJHOV�� DV� ZHOO� DV� IURP� WKH� GHHS� HFRORJ\� DQG� VSLULWXDO�HFRORJ\� PRYHPHQWV�� 7KH� VHFRQG� VWUHDP� UHSUHVHQWV� WKH� PRUH� µFRQYHQWLRQDO¶� VRFLDO� DQG�HQYLURQPHQWDO� PRYHPHQWV� RI� WKH� ����V� DQG� ����V�� ZKLFK� JHQHUDWHG� GHEDWH� ZLWKLQ� WKH�SRZHUIXO� µPLGGOH�JURXQG¶�RI� VRFLHW\�� LQFOXGLQJ�EXVLQHVV��JRYHUQPHQW��EXVLQHVV� VFKRROV�DQG�DPRQJVW�WKH�GHPRV�LWVHOI���7KHVH�µFRQYHQWLRQDO¶�FRPPHQWDULHV�RQ�WKH�VRFLDO�UHVSRQVLELOLW\�RI�EXVLQHVV�FDQ�EH� IRXQG� LQ�� IRU�H[DPSOH�� WKH� VHPLQDO ZRUNV�RI�%RZHQ� ��������'UXNHU� �������������DQG�*DOEUDLWK���������6XFK�ZULWLQJV�UHIOHFWHG�D�PDMRU�VKLIW�LQ�WKLQNLQJ�ZLWKLQ�:HVWHUQ�EXVLQHVV� DQG� JRYHUQPHQW�� EHLQJ� OLQNHG� WR� DQG� SDUW� RI� WKH�ZKROH� VRFLDO� DQG� HQYLURQPHQWDO�PRYHPHQWV�DQG�PDVV�GHPRQVWUDWLRQV�RI�WKH�ODWH�����V�DQG�HDUO\�����V�LQ�WKH�8QLWHG�6WDWHV��(XURSH� DQG� RWKHU� SDUWV� RI� WKH�ZRUOG��+RZHYHU�� LW� ZDV� GHYHORSPHQWV� LQ� WKH�86� LQ� WKH� ODWH�����V�DQG�HDUO\�����V� WKDW� ILUVW�VSDUNHG�D�JHQHUDO� UHDVVHVVPHQW�RI� WKH� UHODWLRQVKLS�EHWZHHQ�EXVLQHVV� DQG� VRFLHW\� �VHH�� IRU� H[DPSOH��+HDOG�� ������:DOWHUV�� �������(SVWHLQ�HW� DO� �������SURYLGH�DQ�LQWHUHVWLQJ�JOLPSVH�RI�GHYHORSPHQWV�LQ�WKH�86�IURP�WKH�HDUO\�����V�7UDGLWLRQDOO\�� D� FRUSRUDWLRQ� ZDV� FRQVLGHUHG� D� JRRG� FRUSRUDWH� FLWL]HQ� LI� LWVDWLVILHG�FHUWDLQ�EDVLF�UHVSRQVLELOLWLHV������ LI� LW�SURYLGHG�D�SURGXFW�RU�VHUYLFH�YDOXHG� E\� VRFLHW\�� ���� LI�� LQ� LWV� EXVLQHVV� RSHUDWLRQV�� LW� VWD\HG� ZLWKLQ� WKH�FRQILQHV� RI� WKH� ODZ�� DQG�� ���� LI� LW� SURYLGHG� HPSOR\PHQW� IRU� PHPEHUV� RI� WKH�ORFDO� FRPPXQLW\�� +RZHYHU�� VLQFH� WKH� HDUO\� ����V�� WKH� FRQFHSW� RI� µJRRG�FRUSRUDWH� FLWL]HQ¶� KDV� XQGHUJRQH� IXQGDPHQWDO� FKDQJHV�� 6DWLVIDFWLRQ� RI� WKH�WKUHH� FULWHULD� QRWHG� DERYH� ZDV� QR� ORQJHU� GHHPHG� DGHTXDWH� WR� PHHW� VRFLDO�UHVSRQVLELOLWLHV�� ,QVWHDG�� WKHUH� KDV� EHHQ� LQFUHDVLQJ� FRQFHUQ� IRU� HTXDO�HPSOR\PHQW� RSSRUWXQLWLHV�� WKH� PLQLPL]DWLRQ� RI� SROOXWLRQ�� DQG� WKH� HIIHFWLYH�XWLOLVDWLRQ�RI�VRFLHW\¶V�UHVRXUFHV�E\�FRUSRUDWLRQV �S�����(SVWHLQ�HW�DO���������VXJJHVW�WKDW�WKH�FKDQJH�LQ�WKH�UROH�RI�FRUSRUDWLRQV�LQ�86�VRFLHW\�LQ�WKH�����V�DURVH�RXW�RI�D�QHZ�VRFLDO�FRQVFLHQFH�DPRQJVW�$PHULFDQ�VRFLHW\�WKDW�OHG�EXVLQHVVHV�WR�DVVXPH� D� ZLGHU� UHVSRQVLELOLW\� WKDW� ZDV� ODUJHO\� XQIXOILOOHG� E\� JRYHUQPHQWDO� LQVWLWXWLRQV���8OOPDQQ� ������� DUJXHV� WKDW� WKH� JURZWK� RI� WKH� LGHD� RI� FRUSRUDWH� VRFLDO� UHVSRQVLELOLW\� ZDV�FORVHO\� OLQNHG� WR� VRFLHW\¶V� KHLJKWHQHG� VHQVLWLYLW\� WR� WKH� H[WHUQDOLWLHV� RI� EXVLQHVV� DFWLYLWLHV��VXFK�H[WHUQDO�VRFLDO�FRVWV�ORQJ�UHFRJQL]HG�LQ�PDLQVWUHDP�HFRQRPLFV��VHH��IRU�H[DPSOH��.DSS�������������3LJRX���������,Q�FRPSDULVRQ�WR�WKH�8.�DQG�WKH�86��:HVWHUQ�(XURSH�KDV�D�ORQJ�KLVWRU\� RI� VRFLDO� DQG� HQYLURQPHQWDO� UHSRUWLQJ� SUDFWLFH� �VHH�� IRU� H[DPSOH�� %URFNKRII�� ������3UHVWRQ�HW�DO���������5D\��������6FKUHXGHU��������������7KHXQLVVH������D������E��DQG�8(&���������'LHUNHV� �������� IRU� H[DPSOH�� UHIHUV� WR� D�JURZLQJ�FRQFHUQ� LQ�*HUPDQ\�� ³«�DV� LQ�DOO�RWKHU�KLJKO\�GHYHORSHG�PDUNHW� HFRQRPLHV�RI� WKH�:HVWHUQ�ZRUOG´� �S�����ZLWK� WKH� LPSDFW�RI�EXVLQHVV� DFWLYLWLHV� RQ� WKH� TXDOLW\� RI� KXPDQ� DQG� VRFLDO� OLIH�� SDUWLFXODUO\� WKH� OLYLQJ�HQYLURQPHQW��,Q�%HOJLXP��WKH�LVVXDQFH�LQ�1RYHPEHU������RI�D�5R\DO�'HFUHH�RQ�)LQDQFLDO�DQG(FRQRPLF� ,QIRUPDWLRQ� IRU� :RUNHUV¶� &RXQFLOV� �2IILFLDO� *D]HWWH�� ��� 1RYHPEHU� ������SS������������� LQ� WKH� ZDNH� RI� WKH� VWXGHQW� XQUHVW� RI� WKH� ODWH� ����V� DQG� SXEOLF� SUHVVXUH� RQ�EXVLQHVV� IRU� JUHDWHU� DFFRXQWDELOLW\�� VRXJKW� WR� SURWHFW� ZRUNHUV¶� VHFXULW\� E\� SURYLGLQJ WKHP�ZLWK�D�µWUXH�DQG�IDLU�YLHZ¶�RI�WKHLU�HPSOR\HUV¶�HFRQRPLF�DQG�ILQDQFLDO�SRVLWLRQ��/HIHEYUH�DQG�)ORZHU�� �������7KH�SHUFHSWLRQ�RI� D�PXFK�ZLGHU� VRFLR�SROLWLFDO� UROH�RQ� WKH�SDUW� RI�EXVLQHVV�FRQWUDVWV� UDWKHU� VKDUSO\� ZLWK� WKRVH� RI� D� SROLWLFDO� ULJKW� ZLQJ� GLVSRVLWLRQ�� QRWDEO\� )ULHGPDQ��������������ZKR�DUJXHG�WKDW�WKH�RQO\�VRFLDO�UHVSRQVLELOLW\�RI�EXVLQHVV�LV�WR�LQFUHDVH�SURILWV�IRU� WKHLU� RZQHUV�� 7KH� ODWWHU� DUJXPHQW�� ERUQ� RXW� RI� HFRQRPLF� OLEHUDOLVP�� LV� VXSSRUWHG� E\� D�
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EHOLHI� WKDW� WR� VSHQG�PRQH\�XQQHFHVVDULO\�RQ�VRFLDO�FDXVHV�VXFK�DV�HQYLURQPHQWDO�SURWHFWLRQ�ZDV� HVVHQWLDOO\� µEDG¶� EHFDXVH� LW� UHGXFHV� WKH� UHWXUQ� WR� VWRFNKROGHUV�� UHGXFHV� ZDJHV� WR�HPSOR\HHV� DQG� UDLVHV� FXVWRPHU� SULFHV� �3LQNVWRQ� DQG� &DUUROO�� ������� +RZHYHU�� SXEOLF�H[SHFWDWLRQV� RI� EXVLQHVV� FKDQJHG� VLJQLILFDQWO\� RYHU� WKH� ����V� DQG� ����V�� VXFK� WKDW� E\� WKH�HDUO\� ����V� EXVLQHVVHV� ZHUH� H[SHFWHG� WR� DVVXPH� EURDGHU� VRFLDO� UHVSRQVLELOLWLHV� ZKLFK�LQFOXGHG� DWWHQGLQJ� WR� WKH� KXPDQ�� HQYLURQPHQWDO� DQG� RWKHU� VRFLDO� FRQVHTXHQFHV� RI� EXVLQHVV�DFWLYLWLHV� DV� WKH\� DIIHFW� D� EURDGHQHG� FRQVWLWXHQF\� RI� HPSOR\HHV�� FRQVXPHUV�� ORFDO�FRPPXQLWLHV� DQG� RWKHU� JURXSV� �+HDUG� DQG�%ROFH�� ������� 7KHUH� LV� DOVR� VRPH� HYLGHQFH� WKDW�EXVLQHVV� H[HFXWLYHV� WKHPVHOYHV� XQGHUZHQW� VRPH� IRUP� RI� FKDQJH� LQ� UHODWLRQ� WR� WKH� VRFLDO�UHVSRQVLELOLWLHV�RI�WKH�EXVLQHVVHV�ZKLFK�WKH\�UDQ��%UHQQHU�DQG�0RODQGHU���������IRU�H[DPSOH��LQ�D�VXUYH\�RI�������UHDGHUV�RI�WKH�+DUYDUG�%XVLQHVV�5HYLHZ UHSRUW�WKDW�RI�������H[HFXWLYHV�ZKLFK� UHVSRQGHG�� RQO\� ���� IHOW� WKDW� WKH� VRFLDO� UHVSRQVLELOLW\� RI� EXVLQHVV� ZDV� WR� ³VWLFN� WR�EXVLQHVV´��%DVHG�RQ�WKHLU�ILQGLQJV��%UHQQHU�DQG�0RODQGHU�UHIHU�WR�D�QHZ�EUHHG�RI�H[HFXWLYHV�ZKLFK� UHFRJQL]HG� EURDGHU�� PRUH� VRFLDOO\�FRQVFLRXV� REMHFWLYHV� RI� WKH� 86� EXVLQHVV�FRUSRUDWLRQ�7KH� H[WHQVLRQ� RI� VRFLHWLHV¶� H[SHFWDWLRQV� RI� EXVLQHVV� FRUSRUDWLRQV� DV� GHVFULEHG� DERYH� KDV��SHUKDSV�TXLWH�QDWXUDOO\��EHHQ�OLQNHG�WR�WKH�VXGGHQ��LQLWLDO�JURZWK�LQ�WKH�SUDFWLFH�RI�FRUSRUDWH�VRFLDO� UHSRUWLQJ� �&65�� LQ� WKH� ����V�� SDUWLFXODUO\� LQ� WKH� 86� �$$$�� ������ &KDVWDLQ�� ������'LHUNHV�DQG�3UHVWRQ��������(SVWHLQ��HW�DO���������+HDUG�DQG�%ROFH�����������%RWK (SVWHLQ�HW�DO�� ������� DQG� +HDUG� DQG� %ROFH� ������� SURYLGH� XVHIXO� VXPPDULHV� RI� GHYHORSPHQWV� LQ�DSSURDFKHV� WR� VRFLDO� DFFRXQWLQJ� E\�86� FRPSDQLHV� DW� WKDW� WLPH�� LQFOXGLQJ� WKRVH� RI� (DVWHUQ�)XHO�DQG�*DV�$VVRFLDWHV��RQH�RI�WKH�ILUVW�86�FRUSRUDWLRQV�WR�SXEOLVK�D�VRFLDO�UHSRUW��LQ�������7RZDUG� 6RFLDO�$FFRXQWLQJ��� WKH�1RUWRQ�&RPSDQ\¶V� VXSSOHPHQWDO� UHSRUW� WR� LWV� �����DQQXDO�UHSRUW� HQWLWOHG� $FFRXQWDELOLW\�� /LQRZHV¶� ������� VRFLR�HFRQRPLF� DFFRXQWLQJ�� DQG� $EW�$VVRFLDWHV�� ,QF�¶V� WRWDO� LPSDFW� DSSURDFK� WR�PHDVXULQJ� LQ�PRQHWDU\� WHUPV� WKH� LPSDFW� RI� DQ�RUJDQL]DWLRQ� RQ� VRFLHW\� LQ� UHODWLRQ� WR� HPSOR\HHV�� FXVWRPHUV�� FRPPXQLW\� DQG� WKH� JHQHUDO�SXEOLF��0DQ\�86�FRPSDQLHV� HQJDJHG� LQ� VRFLDO� UHSRUWLQJ� LQ� WKH� ODWH�����V�DQG�HDUO\�����V��SURYLGLQJ�D�YDULHW\�RI�GHVFULSWLYH��TXDQWLILHG�DQG�PRQHWL]HG�UHSRUWV�DQG�FRPSUHKHQVLYH�VRFLDO�DFFRXQWLQJ�UHSRUWV��� 6LPLODU�GHYHORSPHQWV�ZHUH�WDNLQJ�SODFH�LQ�(XURSH��'LHUNHV���������IRU�H[DPSOH�� LGHQWLILHV� WKH� VWDUW� RI� GLVFXVVLRQV�RQ�&65� LQ�(XURSH� DW� DURXQG� WKH� HDUO\�����V� LQ�*HUPDQ\�� LQIOXHQFHG E\� GHYHORSPHQWV� LQ� WKH� 86� LQ� WKH� ODWH� ����V�� ,QGHHG�� SUDFWLFDO�GHYHORSPHQWV�LQ�VRFLDO�DFFRXQWLQJ�ZHUH�DOUHDG\�DSSDUHQW�LQ�PDQ\�(XURSHDQ�FRXQWULHV�E\�WKH�ODWH�����V��DV�UHSRUWHG�E\�0DUTXqV��������$�VWXG\�RI�QXPHURXV�VRFLDO�EDODQFH�VKHHWV�HPDQDWLQJ�IURP�+ROODQG��(QJODQG��%HOJLXP��*HUPDQ\��6ZLW]HUODQG��6ZHGHQ�DQG��PRUH�UHFHQWO\��6SDLQ��KDV�VKRZQ�XV� WKDW� LW�ZRXOG�EH�SRVVLEOH� WR�GHWHFW�FHUWDLQ�SULQFLSOHV�RI� VRFLDO�DFFRXQWLQJ�OLWWOH�E\�OLWWOH �S�����+RZHYHU�� HIIRUWV� LQ� WKH� HDUO\� DQG� PLG�����V� LQ� WKH� 86� WR� GHYHORS� VRSKLVWLFDWHG��FRPSUHKHQVLYH�PHDVXUHV� RI� VRFLDO� SHUIRUPDQFH� UHSRUWLQJ� VRRQ� JDYH�ZD\� WR� OHVV� DPELWLRXV��PRUH� SUDJPDWLF� VROXWLRQV�� SDUWLFXODUO\� LQ� WKH� GHYHORSPHQW� RI� µPDQDJHPHQW� WRROV¶� E\�FRQVXOWDQWV�WKDW�PHW�WKH�QHHGV�RI�PDQDJHUV��+HDUG�DQG�%ROFH���������7KH�µSURFHVV�DXGLW¶��IRU�H[DPSOH��GHYHORSHG�IRU�µFRUSRUDWH�VRFLDO�DXGLWV¶�E\�%DXHU�DQG�)HQQ�RI�WKH�+DUYDUG�%XVLQHVV�6FKRRO��VHH��IRU�H[DPSOH��%DXHU�DQG�)HQQ��������%DXHU��������%DXHU�HW�DO���������EHFDPH�D�SULQFLSDO�PDQDJHPHQW�WRRO�IRU�PDQ\�FRPSDQLHV�ZDQWLQJ�WR�HYDOXDWH�WKHLU�VRFLDO�SHUIRUPDQFH�
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�+HDUG� DQG� %ROFH�� ������� /HVVHP� �������� LQ� D� FULWLFDO� DVVHVVPHQW� RI� WKH� VRFLDO� UHSRUWLQJ�SUDFWLFHV� RI� ���� ODUJH� %ULWLVK�� $PHULFDQ�� *HUPDQ�� )UHQFK� DV� ZHOO� DV� VRPH� %HQHOX[� DQG�6FDQGLQDYLDQ�FRPSDQLHV��LGHQWLILHV�D�QXPEHU�RI�PDMRU�VKRUWIDOOV�LQ�&65�SUDFWLFH�DW�WKDW�WLPH��LQFOXGLQJ� DQ� RYHU�FRQFHQWUDWLRQ� RQ� FRQYHQWLRQDO� ZLVGRP�� D� IDLOXUH� WR� IXOO\� H[SORLW� QHZ�DYHQXHV� WHQWDWLYHO\� RSHQHG� XS� DQG� D� WHQGHQF\� WR� UDWLRQDOLVH� DZD\� LQDGHTXDWH� VRFLDO�SHUIRUPDQFH��'HVSLWH� WKHVH�SHUFHLYHG�IDLOXUHV��'LHUNHV�DQG�3UHVWRQ��������UHSRUW� LQFUHDVLQJ�GLVFXVVLRQ�RI�H[SDQGHG�JRYHUQPHQW�UHTXLUHPHQWV�IRU�FRUSRUDWH�UHSRUWLQJ�LQ�VRFLDOO\�UHOHYDQW�DUHDV�RQ�ERWK�VLGHV�RI� WKH�$WODQWLF�� LQFOXGLQJ�H[WHQVLYH�KHDULQJV�KHOG�E\�WKH�8�6��6HFXULWLHV�DQG� ([FKDQJH� &RPPLVVLRQ� �������� WKH� SURSRVDO� IRU� OHJDOO\� UHTXLUHG� FRUSRUDWH� VRFLDO�UHSRUWLQJ� LQ� )UDQFH� �5DSSRUW� 6XGUHDX�� ������� DQG� VLPLODU� GLVFXVVLRQV� LQ�*HUPDQ\� �.�OOHU���������+ROODQG��%RRJHUG��������DQG�WKH�(XURSHDQ�(FRQRPLF�&RPPXQLW\��((&�6WXG\�*URXS��������� *HQHUDO� UHFRJQLWLRQ� RI� WKH� FRUSRUDWH�HQYLURQPHQWDO� UHODWLRQVKLS� ZDV� VR� ZLGHO\�UHFRJQLVHG�WKURXJKRXW�WKH�LQGXVWULDOL]HG�ZRUOG�E\�PLG�����V�WKDW�PRVW�ODUJH�FRPSDQLHV�DQG�PDQ\� PHGLXP�VL]HG� RQHV� KDG� E\� WKHQ� DOUHDG\� SXEOLVKHG� IRUPDO� HQYLURQPHQWDO� SROLF\�VWDWHPHQWV��'LHUNHV�DQG�3UHVWRQ�����������7KHUH� ZHUH� DOVR� D� QXPEHU� RI� DWWHPSWV� DW� GHYHORSLQJ� QRUPDWLYH IUDPHZRUNV� GLUHFWHG�VSHFLILFDOO\� DW� FRUSRUDWH� HQYLURQPHQWDO� LPSDFW� DQDO\VLV�� 7ZR� QRWHZRUWK\� H[DPSOHV� DUH�SURYLGHG�E\�WKH�&RXQFLO�RQ�(FRQRPLF�3ULRULWLHV��&(3��������DQG�'LHUNHV�DQG�3UHVWRQ���������WKH� ODWWHU� EDVHG� RQ� WKH� IRUPHU¶V� SURSRVDOV� VXEPLWWHG� WR� WKH� 86� 6HFXULWLHV� DQG� ([FKDQJH�&RPPLVVLRQ� IRU� FRPSUHKHQVLYH� DFFRXQWLQJ� DQG� UHSRUWLQJ� RI� LQGXVWULDO� SROOXWLRQ���� ,Q�PDLQODQG� (XURSHDQ� FRXQWULHV�� QRWDEO\� *HUPDQ\� DQG� WKH� 1HWKHUODQGV�� &65HVS� LVVXHV� ZHUH�DOVR� WKH� VXEMHFW� RI� SXEOLF� GHEDWH�� DOWKRXJK� WKH� IRUP� DQG� UHVXOW� RI� WKHVH� GHEDWHV� WHQGHG� WR�GLIIHU�� %RWK� 6FKUHXGHU� ������� DQG� %URFNKRII� ������� SURYLGH� LQWHUHVWLQJ� VXPPDULHV� RI�GHYHORSPHQWV� LQ� *HUPDQ\� LQ� WKH� ����V�� EXW� IURP GLIIHUHQW� SHUVSHFWLYHV�� 6FKUHXGHU� �������IRFXVHV� RQ� WKH� µ6R]LDOELODQ]¶� �ZKLFK�� OLWHUDOO\� WUDQVODWHG��PHDQV� µVRFLDO� EDODQFH� VKHHW¶�� DQG�QRWHV� WKDW�� LQ� FRPSDULVRQ� ZLWK� RWKHU� (XURSHDQ� FRXQWULHV�� *HUPDQ\� KDG� ³«� SUREDEO\�SURGXFHG�WKH�ODUJHVW�FROOHFWLRQ�RI�HODERUDWH��WKHRUHWLFDOO\�ZHOO�JURXQGHG�PRGHOV�RI�FRUSRUDWH�VRFLDO� UHSRUWLQJ´� �S������� +RZHYHU�� WKLV� KDG� OLWWOH� LQIOXHQFH� RQ� SUDFWLFH�� UHODWLYHO\� IHZ�*HUPDQ� FRPSDQLHV� KDYLQJ� SXEOLVKHG� D� VRFLDO� UHSRUW� DV� LW� ZDV� WKHRUHWLFDOO\ XQGHUVWRRG����%URFNKRII��������DQDO\VHG�WKH�VWDWH�RI�WKH�DUW�RI�VRFLDO�UHSRUWLQJ�LQ�*HUPDQ\�DW�WKDW�WLPH�E\�H[DPLQLQJ� WKH�DQQXDO� UHSRUWV�RI�����*HUPDQ�FRPSDQLHV�� UHSRUWLQJ� WKDW����� �DSSUR[LPDWHO\������SXEOLVKHG�D�VRFLDO�UHSRUW�RI� LGHQWLILDEOH�QDWXUH�ZLWKLQ�WKHLU�DQQXDO�UHSRUWV� LQ����������+RZHYHU��KH�QRWHV� WKDW�QR�JHQHUDO� UXOH�RU�FRQVHQVXV�RQ�VRFLDO�UHSRUWLQJ�KDG�GHYHORSHG�DQG�WKHUH�ZHUH�IHZ�VLJQV�RI�DQ\�VXEVWDQWLYH�LQQRYDWLRQV�DSSHDULQJ�LQ�WKH�DQQXDO�UHSRUWV���,Q� WKH� 1HWKHUODQGV�� WKH� 'XWFK� DSSURDFK� WR� UHVROYLQJ� FRUSRUDWH� UHSRUWLQJ� RI� VRFLDO� DQG�HQYLURQPHQWDO� LVVXHV� DW� WKLV� WLPH� UHIOHFWHG� WKH� µSROLWLFDO� PDUNHW¶� SODWIRUP� WKURXJK� ZKLFK�'XWFK�VRFLHW\�VHHNV�VROXWLRQV�WR�VRFLR�SROLWLFDO�LVVXHV��VHH��IRU�H[DPSOH��+XL]LQJ�DQG�'HNNHU�������� /H\HU�HW� DO��� ������� ,Q� WKH� ����V�� WKHUH�ZHUH� IUHTXHQW� SXEOLF GHEDWHV� RYHU� WKH� VRFLDO�UHVSRQVLELOLWLHV� DQG� DFFRXQWDELOLW\� RI�'XWFK� FRPSDQLHV�RQ�QXPHURXV� VRFLDO� LVVXHV� �+XL]LQJ�DQG� 'HNNHU�� ������� 7KH� &OXE� RI� 5RPH¶V� 5HSRUW�7KH� /LPLWV� WR� *URZWK� �0HDGRZV� HW� DO���������� ZLWK� LWV� JORRP\� SUHGLFWLRQV���� OHG� WR� WKH� HVWDEOLVKPHQW� RI� WKH� HQYLURQPHQW� DV� DQ�DXWRQRPRXV� DUHD� RI� 'XWFK� SXEOLF� SROLF\�� ZKLFK� LQ� WXUQ� LQWURGXFHG� D� VHULHV� RI� QHZ�'XWFK�OHJLVODWLRQ�IRU�UHJXODWLQJ�SROOXWLRQ��+XL]LQJ�DQG�'HNNHU���������+RZHYHU��&65�UHSRUWLQJ�GLG�QRW�GHYHORS�HLWKHU� LQ�SUDFWLFH�RU� LQ� WKHRU\�LQ�WKH�1HWKHUODQGV�LQ� WKH�����V�DV� LW�GLG�LQ�RWKHU�FRXQWULHV� VXFK� DV� WKH� 86$�� *HUPDQ\� DQG� WKH� 8.�� 5DWKHU�� GHEDWHV� LQ� WKH� 1HWKHUODQGV�
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FRQFHQWUDWHG� RQ� ZKHWKHU� WKHLU� VKRXOG� EH� LQWHUQDOLVDWLRQ� RI� FRUSRUDWH� UHVSRQVLELOLW\� IRU�HQYLURQPHQWDO� LVVXHV� �L�H�� OHIW� WR� WKH FRPSDQLHV� WKHPVHOYHV��� EDVHG� RQ� WKH� SULQFLSOH� WKDW�FRPSDQLHV� DUH� UHVSRQVLEOH� HQRXJK� WR� GHFLGH�ZKDW� LV� EHVW�� DQ� DSSURDFK�PXFK�IDYRXUHG� E\�'XWFK� HPSOR\HUV¶� RUJDQL]DWLRQV� � RU� ZKHWKHU� WKHUH� VKRXOG� EH� D� UHJLPH� RI� JRYHUQPHQW�UHJXODWLRQ�� DV� IDYRXUHG� E\� ERWK� 'XWFK� HQYLURQPHQWDO� RUJDQL]DWLRQV� DQG� HPSOR\HHV¶�UHSUHVHQWDWLYHV� �+XL]LQJ� DQG� 'HNNHU�� ������� 7KH� RXWFRPH� RI� WKLV� GHEDWH� LV� VWLOO� RQ�JRLQJ��DOWKRXJK�LQ�WKH�����V�WKHUH�ZDV�D�QRWLFHDEOH�VKLIW�WRZDUGV�UHJXODWLRQ��VHH�6HFWLRQ�����EHORZ��%\� WKH� PLG�����V�� (XURSHDQ� FRXQWULHV�� QRWDEO\� *HUPDQ\� DQG� WKH� 1HWKHUODQGV�� KDG�LPSOHPHQWHG�PDMRU�SXEOLF�SROLF\�SURJUDPPHV�WR�UHPHGLDWH�DQG�SURWHFW�WKH�HQYLURQPHQW�IURP�WKH�HIIHFWV�RI�HFRQRPLF�JURZWK��+RZHYHU��IRU�PRVW�RI�WKH�����V�DQG�����V��WKH�HPSKDVLV�LQ�:HVWHUQ�(XURSH�LQ�D�&65�FRQWH[W�ZDV�RQ�UHSRUWLQJ�WR�HPSOR\HHV��µHPSOR\HH�UHSRUWLQJ¶��DQG�UHSRUWLQJ�DERXW�HPSOR\PHQW��µHPSOR\PHQW�UHSRUWLQJ¶���*UD\�HW�DO����������,QGHHG��WKH�����V�PLJKW�ZHOO� EH� GHVFULEHG� DV� WKH�GHFDGH� LQ�ZKLFK� HPSOR\HH� UHSRUWLQJ�EHFDPH�DQ� HVWDEOLVKHG�UHSRUWLQJ�SUDFWLFH�RI�PDQ\�RUJDQL]DWLRQV� �IRU� VRPH�RI� WKH� UHDVRQV� IRU� WKLV�DQG�RI� WKH� IRUPV�WKDW�HPSOR\HH�UHSRUWLQJ�WRRN�GXULQJ�WKH�����V��VHH��IRU�H[DPSOH��*UD\�HW�DO��������FKDSWHU�����1HYHUWKHOHVV��FRPSDUHG�WR�WKH�HDUO\�����V��WKH�UHVW�RI�WKDW�GHFDGH�DQG�PRVW�RI�WKH�����V�VDZ�D�JHQHUDO� GHFOLQH� LQ� WKH� OHYHO� RI�&65� �VHH�� IRU� H[DPSOH�� LQ� UHODWLRQ� WR� WKH�8.��*UD\�HW�DO���������+DUWH�DQG�2ZHQ�������� LQ� UHODWLRQ� WR� WKH�1HWKHUODQGV��+XL]LQJ�DQG�'HNNHU�������� LQ�UHODWLRQ� WR� *HUPDQ\�� 6FKUHXGHU�� ������ LQ� LQWHUQDWLRQDO� WHUPV�� 5REHUWV�� ������� %\� WKH� ODWH�����V�� WKH� HPSKDVLV� JLYHQ� WR� YROXQWDU\ UHSRUWLQJ� WR� DQG� DERXW� HPSOR\HHV�� DERXW� WKH�HQYLURQPHQW� DQG� DERXW� HQHUJ\� LVVXHV�� KDG� ORVW�PXFK�RI� LWV� HDUO\� LPSHWXV� DQG�QRQ�VWDWXWRU\�UHSRUWLQJ�EHFDPH�D�PXFK�OHVV�SURPLQHQW�DVSHFW�RI�&65��*UD\�HW�DO������������5REHUWV��������VXJJHVWV�WKDW�WKLV�FKDQJH�UHIOHFWHG�PDFUR�HFRQRPLF�GHYHORSPHQWV�DV�OHYHOV�RI�XQHPSOR\PHQW�DQG� LQIODWLRQ� URVH� DQG� WKH� UDWH� RI� ZRUOG� HFRQRPLF� JURZWK� EHJDQ� WR� VORZ� GRZQ�� VXFK� WKDW�VRFLDO�SULRULWLHV�VKLIWHG�DZD\�IURP�WKH�VRFLDO�DFWLYLWLHV�RI�FRPSDQLHV�WRZDUGV�FRQFHUQV�DERXW�HFRQRPLF� FLUFXPVWDQFHV�� 2WKHU� HPSLULFDO� HYLGHQFH� DSSHDUV� WR� VXSSRUW� WKLV� SHUFHSWLRQ��3LQNVWRQ�DQG�&DUUROO���������IRU�H[DPSOH��VWXGLHG�WKH�UHODWLYH�SULRULWLHV�RI�ODUJH�EXVLQHVVHV�LQ�VHYHQ�GHYHORSHG�FRXQWULHV� �(QJODQG��)UDQFH��*HUPDQ\��-DSDQ��6ZHGHQ��6ZLW]HUODQG�DQG�WKH�86��VLQFH�WKH�PLG�����V��7KH\�FRQFOXGHG�WKDW��UHJDUGOHVV�RI�WKH�FRXQWU\�RI�RULJLQ� HFRQRPLFRULHQWDWLRQV� ZHUH� VWLOO� SHUFHLYHG� WR� EH� WKH� PRVW� LPSRUWDQW� DVSHFW� RI� FRUSRUDWH� VRFLDO�UHVSRQVLELOLW\��IROORZHG�E\�OHJDO��HWKLFDO�DQG�SKLODQWKURSLF�RULHQWDWLRQV����+RZHYHU�� LQ� WKH� ODWH�����V�DQG�HDUO\�����V�WKLV�VLWXDWLRQ�VHHPHG�WR�FKDQJH�GUDPDWLFDOO\�DV�LVVXHV� VXUURXQGLQJ� WKH� HQYLURQPHQW� FDPH� WR�GRPLQDWH�PXFK�RI� WKH� VRFLDO� UHSRUWLQJ� DJHQGD�DQG�DFFRPSDQ\LQJ�DFFRXQWDQF\� OLWHUDWXUH� �VHH�� IRU� H[DPSOH��%XWOHU�HW�DO���������&KULVWRSKH�DQG�%HEELQJWRQ��������'ULHsQKXL]HQ�HW�DO���������)UHHGPDQ�DQG�6WDJOLDQR��������+DUWH�DQG�2ZHQ�� ������ 2ZHQ�� ������ 0DFYH� DQG� &DUH\�� ������ 5REHUWV�� &��� ������ ������ ����� DQG�7RQNLQ�� ������� 2ZHQ� ������� UHIHUV� WR� D� VHD� FKDQJH� LQ� WKH� SXEOLF� PRRG� DURXQG� WKLV� WLPH��SDUWLFXODUO\�LQ�WKH�VWURQJ�VXUJH�RI�VXSSRUW�IRU�WKH�*UHHQ�3DUW\�LQ�WKH������(XURSHDQ�HOHFWLRQV��:KLOVW�WKH�UHDVRQV�IRU�WKLV�DUH�PDQ\��YDULHG�DQG�FRPSOH[��WKH�H[SORVLRQ�LQ�ZRUOG�SRSXODWLRQ��LQFUHDVLQJ�LQGXVWULDOL]DWLRQ��WKH�ZLGHVSUHDG�XVH�RI�FKHPLFDOV��SHVWLFLGHV�DQG�IHUWLOL]HUV��QRLVH�SROOXWLRQ�� WKH� FRQWDPLQDWLRQ� RI� DLU�� ZDWHU�� ODQG� DQG� IRRG�� VRLO� HURVLRQ�� RYHU�ILVKLQJ�� WKH�GHVWUXFWLRQ� RI� IRUHVWV�� RYHU�H[SORLWDWLRQ� RI� QDWXUDO� UHVRXUFHV�� HYLGHQFH� RI� JOREDO� FOLPDWH�FKDQJH� DQG� ORVV� RI� ELRGLYHUVLW\�� DQG� D� VWULQJ� RI� HQYLURQPHQWDO� GLVDVWHUV�� QRWDEO\� %KRSDO��&KHUQRE\O�� ([[RQ� 9DOGH]� HWF��� ZKLFK� UHFHLYHG� ZLGHVSUHDG� LQWHUQDWLRQDO� SXEOLFLW\� LQ� WKH�PHGLD��VHH��IRU�H[DPSOH��(ONLQJWRQ���������ZHUH�SUREDEO\�NH\�IDFWRUV�LQ�HQJHQGHULQJ�VXFK�D�
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ZLGHVSUHDG� DQG� VHULRXV� FRQFHUQ� IRU� WKH� HQYLURQPHQW����2WKHU� IDFWRUV� WRR� DUH� OLNHO\� WR�KDYH�SOD\HG� WKHLU� SDUW�� QRWDEO\� D� VKLIW� LQ� LQWHUQDWLRQDO� SROLWLFV� E\� D� QXPEHU� RI� VXSUD�QDWLRQDO�JRYHUQPHQWDO� DQG� QRQ�JRYHUQPHQWDO� ERGLHV� VXFK� DV� WKH� (XURSHDQ� 8QLRQ�� WKH� (XURSHDQ�&RPPLVVLRQ� DQG� WKH� 8QLWHG� 1DWLRQV� �81�� WKURXJK� WKH� 8QLWHG� 1DWLRQV� (QYLURQPHQWDO�3URJUDPPH� �81(3��� :KDWHYHU� WKH� FDXVHV�� LW� LV� ZLGHO\� UHFRJQLVHG� WKDW� LQWHUHVW� LQ� &65�UHVXUJHG�LQ�WKH�����V��VHH��IRU�H[DPSOH��-RKQVRQ��������6XUPD��������:DOGHQ�DQG�6FKZDUW]�������� DQG� WKDW�� LQ� SDUWLFXODU�� EXVLQHVV� RUJDQL]DWLRQV� EHJDQ� WR� LQFUHDVH� WKH� DPRXQW� RI�LQIRUPDWLRQ� GHYRWHG� WR� HQYLURQPHQWDO� LVVXHV� �VHH�� IRU� H[DPSOH�� +DUWH� DQG� 2ZHQ�� ������3DWWHQ��������*DPEOH�HW�DO���������%\�WKH�EHJLQQLQJ�RI�WKH�����V��WKH�HQYLURQPHQW�KDG�EHFRPH�D�FHQWUDO�SLHFH�RI�VRFLDO�SROLF\�DQG�EXVLQHVV�FXOWXUH��*UD\�HW�DO���������S�L[���IRU�H[DPSOH��UHIOHFWLQJ�RQ�WKH�FKDQJHV�WKDW�KDG�WDNHQ� SODFH�� UHFRUG� WKDW� �RULJLQDO� HPSKDVLV��� ³%\� WKH� ODWH� ����V� WKHUH� ZDV� ZLGHVSUHDG�DFFHSWDQFH�WKDW�WKH�QDWXUDO�HQYLURQPHQW�ZDV DQ�LVVXH�RI�FRQFHUQ�WR�XV�DOO��DQ�LVVXH�ZKLFK��IRU����\HDUV��KDG�EHHQ�LPSRVVLEOH�WR�UDLVH�RQ�EXVLQHVV�DQG�DFFRXQWLQJ�DJHQGDV�ZDV�EURXJKW�EDFN�WR�FHQWUH�VWDJH��7KLV�FRQFHUQ�IRU�WKH�QDWXUDO�HQYLURQPHQW��WRJHWKHU�ZLWK�LQFUHDVLQJ�GLVJXVW�DW�WKH� ZRUVW� RI� WKH� VRFLDO� FRQVHTXHQFHV� RI� WKH� ����V�� VXGGHQO\� UH�RSHQHG� WKH� ZKROH� VRFLDO�MXVWLFH�� HQYLURQPHQWDO� FRQFHUQ� DQG� DFFRXQWDELOLW\� GHEDWHV´�� *UD\� HW� DO�¶V� UHIHUHQFH� WR� WKH�GLIILFXOWLHV� HQFRXQWHUHG� LQ� UDLVLQJ� WKH� QDWXUDO� HQYLURQPHQW� DV� DQ� DJHQGD� LVVXH� IRU� WKH�DFFRXQWDQF\�SURIHVVLRQ�LQ�WKH�����V�FRQWUDVWV�UDWKHU�VKDUSO\�ZLWK�WKH�SURIHVVLRQ¶V�SURMHFWHG�LPDJH� DQG� SRVLWLRQ� LQ� WKH� ����V�� 6LQFH� WKDW� WLPH� WKH� (XURSHDQ� DFFRXQWLQJ� SURIHVVLRQ� KDV�HDJHUO\� VRXJKW� WR SURPRWH� LWVHOI�DV�D�NH\�VRXUFH�RI�H[SHUWLVH� LQ� WKLV�DUHD� �VHH�� IRU�H[DPSOH��)((�� ������ ������ ������ ����E�� ������ ������ ����E����� +RZHYHU�� WKH� SURIHVVLRQ� KDV� EHHQ�VHOHFWLYH�LQ�WHUPV�RI�KRZ�LW�KDV�FRQVWUXFWHG�WKH�EXVLQHVV±VRFLHW\�UHODWLRQVKLS�LQ�WKLV�FRQWH[W��3ROLWLFDOO\�� UDWKHU� WKDQ� FKDOOHQJH� WKH� IXQGDPHQWDO� ZD\� LQ� ZKLFK� VRFLDO� DQG� HQYLURQPHQWDO�LVVXHV�DUH�UHIOHFWHG�LQ�WKH�ILQDQFLDO�UHSRUWLQJ�IUDPHZRUN��WKH�DFFRXQWDQF\�SURIHVVLRQ�KDV�XVHG�WKDW� IUDPHZRUN� DV� D� VSULQJERDUG� IRU� H[SDQVLRQ� LQWR� WKH� VRFLDO� DQG� HQYLURQPHQWDO� DUHQD��VK\LQJ� DZD\� IURP� PRUH� KROLVWLF� IRUPV� RI� VRFLDO� DQG� HQYLURQPHQWDO� DFFRXQWLQJ�� 7KH�FRQVLGHUDWLRQ�RI�HQYLURQPHQWDO�LVVXHV�ZLWKLQ�WKLV�WUDGLWLRQDO�ILQDQFLDO�UHSRUWLQJ�IUDPHZRUN�LV�FRQVLGHUHG�LQ�WKH�QH[W�VHFWLRQ�
��� $FFRXQWLQJ�DQG�FRPSDQ\�ODZ�HQYLURQPHQWDO�UHSRUWLQJ�UHTXLUHPHQWV7KH�DQQXDO� UHSRUW�DQG�DFFRXQWV� LV� VHHQ�E\�PDQ\�&65�UHVHDUFKHUV�DV� WKH�SULPDU\�GRFXPHQW�WKURXJK�ZKLFK�D�FRPSDQ\�FRPPXQLFDWHV�ZLWK�VRFLHW\��SDUWLFXODUO\�LWV�VKDUHKROGHUV��WR�ZKLFK�D� FRPSDQ\� KDV� D� ILGXFLDU\� GXW\� DQG� LV� OHJDOO\ DFFRXQWDEOH� �VHH�� IRU� H[DPSOH��'77,�� ������*UD\� HW� DO��� ����E�� F�� ������ 1HX� HW� DO��� ������ 2¶'Z\HU�� ������ :LVHPDQ�� ������� $QQXDO�UHSRUWV� DUH� DOVR� YLHZHG� DV� WKH� PRVW� LPSRUWDQW� GRFXPHQW� WKURXJK� ZKLFK� WKH� EXVLQHVV�RUJDQL]DWLRQ� FRQVWUXFWV� LWV� RZQ� VRFLDO� LPDJHU\� �+LQHV�� ����D��1HLPDUN�� �������+HQFH�� WKH�DQQXDO� UHSRUW� LV� FRPPRQO\� SHUFHLYHG� DV� WKH� SULQFLSDO� YHKLFOH� IRU� FRUSRUDWH� UHSRUWLQJ� WR�VRFLHW\� RQ� D� ZKROH� UDQJH� RI� HFRQRPLF� DQG� VRFLDO� LVVXHV�� LQFOXGLQJ� GLYLVLRQDO� DQG� SURGXFW�SHUIRUPDQFH�� HPSOR\HH� UHSRUWLQJ� DQG HQYLURQPHQWDO� UHSRUWLQJ��+RZHYHU�� LQ� UHODWLRQ� WR� WKH�ODWWHU�� LW� ZRXOG� SUREDEO\� EH� XQXVXDO� WR� ILQG� DQ� DQQXDO� UHSRUW� FRQWDLQLQJ� DQ� LQWHJUDWHG�HQYLURQPHQW� UHSRUW� RI� WHQ� SDJHV� RU� PRUH�� 0XFK�� LI� QRW� PRVW�� HQYLURQPHQWDO� LQIRUPDWLRQ�SURYLGHG�LQ�WKH�DQQXDO�UHSRUW LV�YROXQWDU\��� 3ULRU�&65�UHVHDUFK�VXJJHVWV�WKDW�OLWWOH�YROXQWDU\�HQYLURQPHQWDO� LQIRUPDWLRQ� LV�SURYLGHG�LQ�WKH�DQQXDO�UHSRUW�UHODWLYH�WR� WKH�UHSRUW�DV�D�ZKROH�DQG� WKDW� WKH� OHYHO� RI� GLVFORVXUH� WHQGV� WR� EH� TXLWH� VXSHUILFLDO� ZLWK� YHU\� IHZ� FRPSDQLHV�
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SURYLGLQJ GHWDLOHG� GDWD� UHODWLQJ� WR� WKHLU� HQYLURQPHQWDO� SHUIRUPDQFH� �*UD\� DQG�%HEELQJWRQ��������,QIRUPDWLRQ�WKDW�LV�UHTXLUHG WR�EH�UHSRUWHG�LQ�WKH�DQQXDO�UHSRUW�DQG�DFFRXQWV�LV�GHWHUPLQHG�E\�FRPSDQ\� ODZ� UHTXLUHPHQWV� DQG� DFFRXQWLQJ� UXOHV� �VHH� EHORZ��� ,Q� DGGLWLRQ�� IRU� WKRVH�FRPSDQLHV� ZKRVH� VKDUHV� DUH� WUDGHG� RQ� SXEOLF� VWRFN� H[FKDQJHV�� WKHUH� PD\� EH� DGGLWLRQDO�GLVFORVXUH� UHTXLUHPHQWV� IURP� WKH� VWRFN� H[FKDQJH� LWVHOI�� ,Q� UHODWLRQ� WR� WKH� ODWWHU�� LQ� VHYHUDO�QRQ�(XURSHDQ�FRXQWULHV��$XVWUDOLD��&DQDGD��6RXWK�.RUHD�DQG�WKH�86$�� WKH�UHVSHFWLYH�ERG\�ZLWK� UHVSRQVLELOLW\� IRU� WKH� SXEOLF� WUDGLQJ� RI� VHFXULWLHV� UHTXLUHV� WKH� GLVFORVXUH� RI� FHUWDLQ�HQYLURQPHQWDO� LQIRUPDWLRQ� RU� LWV� LQFOXVLRQ� LQ� ILQDQFLDO� UHSRUWV�� 7KH� PRVW� VWULQJHQW�UHTXLUHPHQWV� IRU� SXEOLFO\�OLVWHG� FRPSDQLHV� LQ� WKLV� FRQWH[W� DUH� WKRVH� RI� WKH� 6HFXULWLHV� DQG�([FKDQJH�&RPPLVVLRQ��6(&��LQ�WKH�86��6LQFH�������WKH�6(&�KDV�LVVXHG�D�VHULHV�RI�UHOHDVHV�VWLSXODWLQJ� VSHFLILF� HQYLURQPHQWDO� SROOXWLRQ� GLVFORVXUHV� WKDW� DUH� UHTXLUHG� WR� EH� LQFOXGHG� LQ�6(&�ILOLQJV��VHH��IRU�H[DPSOH��5RXVVH\��������=XEHU�DQG�%HUU\�����������7KH�6(&¶V�FXUUHQW�UHTXLUHPHQWV� LQ� UHODWLRQ� WR� SROOXWLRQ� GLVFORVXUH� IRU� 86�OLVWHG� FRPSDQLHV� DUH� VHW� RXW� LQ�5HJXODWLRQ�6�.�� UHYLVHG� LQ�������VHH�� IRU�H[DPSOH��&ROOLHU�HW�DO���������)HNUDW�HW�DO���������.30*������D��� ,WHP�����RI�5HJXODWLRQ�6�.�UHTXLUHV�GLVFORVXUH� LQ����.�UHSRUWV� �DQ�DQQXDO�VWDWHPHQW� WKDW� 86�OLVWHG� FRPSDQLHV� PXVW� ILOH�� DOVR� NQRZQ� DV� )RUP� ���.�� RI� WKH� PDWHULDO�HIIHFW� WKDW�FRPSOLDQFH�ZLWK�IHGHUDO��VWDWH�DQG�ORFDO�HQYLURQPHQWDO� ODZV�PD\�KDYH�RQ�FDSLWDO�H[SHQGLWXUHV��HDUQLQJV�DQG�FRPSHWLWLYH�SRVLWLRQ��WRJHWKHU�ZLWK�GHWDLOV�RI�H[LVWLQJ�HVWLPDWHV�RI�FXUUHQW�DQG�IXWXUH�HQYLURQPHQWDO�H[SHQGLWXUHV�IRU�HQYLURQPHQWDO�FRQWURO�IDFLOLWLHV��,WHP�����RI� 5HJXODWLRQ� 6�.� UHTXLUHV� WKH� GLVFORVXUH� RI� VLJQLILFDQW� HQYLURQPHQWDO�� DGPLQLVWUDWLYH� RU�MXGLFLDO� SURFHHGLQJV�� ERWK� FRQWHPSODWHG� E\� JRYHUQPHQW� DQG� SHQGLQJ�� WKDW� PLJKW� KDYH� D�PDWHULDO�LPSDFW�RQ�WKH�FRPSDQ\��,WHP�����DOVR�UHTXLUHV�WKDW�WKH�0DQDJHPHQW�'LVFXVVLRQ�DQG�$QDO\VLV�RI�)LQDQFLDO�&RQGLWLRQ�DQG�5HVXOWV�RI�2SHUDWLRQV��NQRZQ�DV�WKH�0'	$��RI�)RUP����.�LQFOXGHV�GLVFORVXUH�RI�DQ\�HQYLURQPHQWDO�SUREOHPV�WKDW�DUH�UHDVRQDEO\�OLNHO\�WR�KDYH�D�PDWHULDO�HIIHFW�RQ�WKH�FRPSDQ\¶V�FRQGLWLRQV�RU�UHVXOWV�RI�RSHUDWLRQV��XQOHVV�WKH�PDQDJHPHQW�FDQ�GHWHUPLQH�WKDW�D�PDWHULDO�HIIHFW�LV�QRW�UHDVRQDEO\�OLNHO\�WR�RFFXU��6(&���������+RZHYHU��WKHUH�DUH�GRXEWV�DV� WR�ZKHWKHU�86�OLVWHG�FRPSDQLHV�FRPSO\�IXOO\�ZLWK�WKH�6(&¶V�GLVFORVXUH�UHTXLUHPHQWV�LQ�WKLV�FRQWH[W���7KH� 6(&� KDV� FRPH� GRZQ� KDUG� RQ� 86�OLVWHG� FRPSDQLHV� LQ� UHODWLRQ� WR� WKHLU� REOLJDWLRQV�� RU�SRVVLEOH�REOLJDWLRQV��XQGHU�WKH�&RPSUHKHQVLYH�(QYLURQPHQWDO�5HVSRQVH��&RPSHQVDWLRQ�DQG�/LDELOLW\� $FW� RI� ����� �L�H�� 3/� ��������� PRUH� FRPPRQO\� NQRZQ� DV� &(5&/$� RU� µWKH�6XSHUIXQG�$FW¶���� 6LJQLILFDQWO\�� XQGHU� WKH� 6XSHUIXQG� OLDELOLW\� IRU� WKH� FOHDQXS� RI� KD]DUGRXV�VLWHV� LV� MRLQW� DQG� VHYHUDO�� WKH� ODWWHU� SURYLVLRQV� UHTXLULQJ� WKDW� DQ\� SDUW\� KDYLQJ� LQYROYHPHQW�ZLWK�D�KD]DUGRXV�ZDVWH�VLWH�FRXOG�EH�KHOG�UHVSRQVLEOH�IRU�WKH�IXOO�FRVW�RI�FOHDQXS�UHJDUGOHVV�RI�WKH�H[WHQW�RI�LQYROYHPHQW��&DKDQ�HW�DO����������0RUHRYHU��WKHVH�SURYLVLRQV�ZHUH�UHWURDFWLYH��VXFK� WKDW� ILUPV� FRXOG� EH� OLDEOH� IRU� SDVW� DFWLRQV� HYHQ� LI� VXFK� DFWLRQV�ZHUH�QRW� LOOHJDO� DW� WKH�WLPH��$Q�RIILFLDO�86�(3$�PHPRUDQGXP�LVVXHG�LQ�'HFHPEHU������UHSRUWHG�LQ�WKH�UHJLRQ�RI��������KD]DUGRXV�ZDVWH�GLVSRVDO�VLWHV�LQ�WKH�86��RI�ZKLFK�EHWZHHQ�������DQG�������UHTXLUHG�UHPHGLDO�DFWLRQ� LQ� WKH� LPPHGLDWH� IXWXUH�� WKH�FRVW�RI�ZKLFK�ZDV�HVWLPDWHG�DW�EHWZHHQ�86���DQG�86����ELOOLRQ��5RFNQHVV�HW�DO����������%\�WKH�HDUO\�����V��WKH�86�(3$�KDG�GHVLJQDWHG�VRPH� ������ ORFDWLRQV� DV� µQDWLRQDO� SULRULW\� VLWHV¶� UHTXLULQJ� LPPHGLDWH� FOHDQ� XS�� ZLWK� WKH�UHVSRQVLELOLW\� IRU� WKH� KD]DUGRXV� ZDVWH� GLVSRVHG� DW� WKHVH� VLWHV� IDOOLQJ� SULPDULO\� RQ� ODUJH�FKHPLFDO�FRPSDQLHV�ZKLFK�KDG�EHHQ�GXPSLQJ�RQ�SXEOLF�VLWHV�IRU�PDQ\�\HDUV��&KDGLFN�HW�DO��������� 5RFNQHVV� HW� DO��� �������0RUH UHFHQW� HVWLPDWHV� IRU� WKH� WRWDO� FOHDQXS� FRVWV� XQGHU� WKH�



3UDFWLFDO�GHYHORSPHQWV

��

6XSHUIXQG�� H[FOXGLQJ�86�'HSDUWPHQW� RI�'HIHQFH� DQG�'HSDUWPHQW� RI� (QHUJ\� VLWHV�� SXW� WKH�WRWDO�ELOO�DW�RYHU�86�����ELOOLRQ��UHTXLULQJ����WR����\HDUV�WR�FRPSOHWH��&KDGLFN�HW�DO����������+RZHYHU�� LW�ZDV� QRW� XQWLO� ����� WKDW� WKH�86�DFFRXQWDQF\�SURIHVVLRQ�� WKURXJK� WKH�$PHULFDQ�,QVWLWXWH�RI�&HUWLILHG�3XEOLF�$FFRXQWDQWV��$,&3$���PDGH�VHULRXV�HIIRUWV�WR�DGGUHVV�PDMRU�86�IHGHUDO� DQG� QRQ�IHGHUDO� OHJLVODWLRQ� GHDOLQJ� ZLWK� SROOXWLRQ� FRQWURO� DQG� HQYLURQPHQWDO�UHPHGLDWLRQ� ODZV�� ,Q� UHVSRQVH� WR� WKH� 6(&¶V� VWURQJ� VWDQFH� RQ� WKH� LVVXH� RI� HQYLURQPHQWDO�OLDELOLWLHV�� WKH� $,&3$� GHYHORSHG� 6WDWHPHQW� RI� 3RVLWLRQ� RQ� (QYLURQPHQWDO� 5HPHGLDWLRQ�/LDELOLWLHV�� 623� ������ �$,&3$�� ������� 623� ����� SURYLGHV� VSHFLILF� JXLGDQFH� IRU� WKH�DSSOLFDWLRQ�RI�86�DFFRXQWLQJ� UXOHV� LQ� UHODWLRQ� WR� WKH�UHFRJQLWLRQ��PHDVXUHPHQW��GLVSOD\�DQG�GLVFORVXUH�RI�HQYLURQPHQWDO�OLDELOLWLHV��VHH��IRU�H[DPSOH��*LOO���������QRWDEO\�WKH�UHTXLUHPHQW�IRU�FRPSDQLHV�ZLWK�HQYLURQPHQWDO� UHPHGLDWLRQ� OLDELOLWLHV� WR�GLVFORVH� WKRVH� LWHPV��DV�ZHOO�DV�RWKHU� HQYLURQPHQWDO� FRVW� LQIRUPDWLRQ�� LQ� WKH� DQQXDO� UHSRUW� �0LOQH� DQG� 3DWWHQ�� ������� 7KH�6(&¶V� UHTXLUHPHQWV� DSSO\�RQO\� WR�86�OLVWHG� FRPSDQLHV��+RZHYHU�� JLYHQ� WKDW� WKH�86� LV� WKH�PDLQ� VRXUFH� IRU� HTXLW\� DQG� ERQG� FDSLWDO� LQWHUQDWLRQDOO\�� ODUJH� (XURSHDQ� FRPSDQLHV� ZKLFK�VHHN� 86� IXQGV� DUH� DOVR� FDXJKW� E\� WKH� 6(&¶V� UXOHV�� $V� D� UHVXOW�� WKLV� PD\� LQIOXHQFH� WKH�UHSRUWLQJ� RI� DGGLWLRQDO� HQYLURQPHQWDO� LQIRUPDWLRQ� E\� (XURSHDQ� FRPSDQLHV� LQ� WKHLU� KRPH�FRXQWU\�DQQXDO�UHSRUWV��+DFNVWRQ�DQG�0LOQH��������,Q�WKH�(XURSHDQ�8QLRQ��(8��� WKH�FRPSDQ\�ODZ�UHTXLUHPHQWV�RI� WKH�IRXUWK��&(&��������DQG�VHYHQWK� �&(&�� ������ &RXQFLO� 'LUHFWLYHV� �UHIHUUHG� WR� KHUHDIWHU� DV� ³WKH� (8� DFFRXQWLQJ�GLUHFWLYHV´�� �DV� DPHQGHG�� DUH� DGRSWHG� E\� DOO� 0HPEHU� 6WDWHV� LQWR� QDWLRQDO� ODZ�� 7KHVH�DFFRXQWLQJ�GLUHFWLYHV�FRQWDLQ�SURYLVLRQV�RQ�ERWK� WKH�FRQWHQW�RI� WKH�GLUHFWRUV¶� UHSRUW�DQG�RQ�WKH� IRUP� DQG� FRQWHQW� RI� WKH� DQQXDO� DFFRXQWV� DQG� FRQVROLGDWHG� DFFRXQWV�� UHVSHFWLYHO\�� 7KH�GLUHFWLYHV� FRQWDLQ� QR� VSHFLILF� SURYLVLRQV� RQ� HQYLURQPHQWDO� LVVXHV� RWKHU� WKDQ� WKH� JHQHUDO�PHDVXUHPHQW�� YDOXDWLRQ� DQG� GLVFORVXUH� UXOHV� �)((�� ����D��� +RZHYHU�� VRPH� (XURSHDQ�FRXQWULHV�� QRWDEO\� 1RUZD\�� 6SDLQ� DQG� 6ZHGHQ�� KDYH� LQWURGXFHG� QDWLRQDO� JRYHUQPHQW�UHJXODWLRQV�ZKLFK�VLW�DORQJVLGH�WKH�(8�DFFRXQWLQJ�GLUHFWLYHV�DQG�ZKLFK�UHTXLUH�FRPSDQLHV�WRGLVFORVH�FHUWDLQ�HQYLURQPHQWDO�LQIRUPDWLRQ�LQ�WKHLU�DQQXDO�DFFRXQWV��VHH�6HFWLRQ�����EHORZ���2WKHU�(XURSHDQ�FRXQWULHV��VXFK�DV�WKH�1HWKHUODQGV��KDYH FDUULHG�RXW�D�UHYLHZ�RI�WKHLU�H[LVWLQJ�DFFRXQWLQJ� UXOHV� DQG� SURYLGHG� DGGLWLRQDO� JXLGDQFH� WR�SUDFWLWLRQHUV�ZKHUH� LW�ZDV� FRQVLGHUHG�QHFHVVDU\���� ,Q�DGGLWLRQ�� WKH�(XURSHDQ�&RPPLVVLRQ� �(&��� WKH�H[HFXWLYH�DUP�RI� WKH�(8��KDV�DOVR� DGGUHVVHG� HQYLURQPHQWDO� LVVXHV�ZLWKLQ� WKH� IUDPHZRUN� RI� WKH� DFFRXQWLQJ� GLUHFWLYHV�� ,Q������� WKH� �QRZ� GHIXQFW�� (XURSHDQ�&RPPLVVLRQ�$FFRXQWLQJ�$GYLVRU\� )RUXP� �(&�$$)��� D�ERG\�RI�H[SHUWV�HVWDEOLVKHG�E\�WKH�&RPPLVVLRQ��SXEOLVKHG�(QYLURQPHQWDO�LVVXHV�LQ�)LQDQFLDO�5HSRUWLQJ �(&� $$)�� ������ RQ� WKH� WUHDWPHQW�� UHFRJQLWLRQ�� PHDVXUHPHQW� DQG� GLVFORVXUH� RI�HQYLURQPHQWDO�LVVXHV�LQ�WKH�DQQXDO�UHSRUW�DQG�DFFRXQWV��,Q�������DV�D�IROORZ�XS�WR�WKH�HDUOLHU�(&� $GYLVRU\� )RUXP¶V� SDSHU�� 'LUHFWRUDWH� *HQHUDO� ;9� RI� WKH� (&� SXEOLVKHG� ,QWHUSUHWDWLYH�&RPPXQLFDWLRQV �'*� ;9� RI� WKH� (&�� ������ ZKLFK� DGGUHVVHV� WKH� DSSOLFDWLRQ� RI� WKH� (8�DFFRXQWLQJ� GLUHFWLYHV� WR� HQYLURQPHQWDO� LVVXHV�� 7KH� ODWWHU� GRFXPHQW� GHDOV�� LQWHU� DOLD�� ZLWK�DFFRXQWLQJ� PDWWHUV� UHODWLQJ� WR� WKH� HQYLURQPHQW� DQG� WKHLU� UHFRJQLWLRQ� DQG� GLVFORVXUH� LQ�ILQDQFLDO� VWDWHPHQWV��0RUH�UHFHQWO\�� LQ�-XQH������� WKH�(XURSHDQ�&RPPLVVLRQ��(&�� LVVXHG�D�YROXQWDU\�5HFRPPHQGDWLRQ��&(&������E��RQ�WKH�UHFRJQLWLRQ��PHDVXUHPHQW�DQG�GLVFORVXUH�RI�HQYLURQPHQWDO�H[SHQGLWXUH��OLDELOLWLHV��ULVNV�DQG�DVVHWV�LQ�DQQXDO�DFFRXQWV�DQG�DQQXDO�UHSRUWV�RI� (8� FRPSDQLHV� �VHH�� IRU� H[DPSOH�� &ROOLVRQ�� ������� 7KH� 5HFRPPHQGDWLRQ� LV� EDVHG� RQ� D�µGHFLVLRQ�XVHIXOQHVV¶� �L�H�� LQYHVWRUV�� UDWKHU� WKDQ� DQ� DFFRXQWDELOLW\� �L�H�� D� µULJKW� WR� NQRZ¶��SHUVSHFWLYH�� FODULILHV�H[LVWLQJ�PDQGDWRU\� UHSRUWLQJ�REOLJDWLRQV� ODLG�GRZQ� LQ� WKH�H[LVWLQJ�(8�
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DFFRXQWLQJ� GLUHFWLYHV� DQG� VHHNV� WR� LPSURYH� WKH� TXDOLW\�� WUDQVSDUHQF\� DQG� FRPSDUDELOLW\� RI�HQYLURQPHQWDO� GDWD�� ,Q� VRPH� LQVWDQFHV�� WKH� (&� JRHV� EH\RQG� WKH� UHTXLUHPHQWV� RI� WKH�'LUHFWLYHV� E\� SUHVHQWLQJ� UHFRPPHQGDWLRQV� RI� D� QRQ�PDQGDWRU\� QDWXUH�� LQFOXGLQJ� WKRVH�UHODWLQJ� WR� HQYLURQPHQWDO� SROLFLHV�� SURJUDPPHV� DQG� LPSURYHPHQW�� DQG� HQYLURQPHQWDO�SHUIRUPDQFH� FRQFHUQLQJ� HQHUJ\��ZDWHU� DQG�PDWHULDOV� XVDJH�� HPLVVLRQV� DQG�ZDVWH� GLVSRVDOV��ZKLFK�VKRXOG�EH�GLVFORVHG�WR�WKH�H[WHQW�WKDW�WKH\�DUH�PDWHULDO�WR�WKH�ILQDQFLDO�SHUIRUPDQFH�RU�ILQDQFLDO�SRVLWLRQ�RI�WKH�UHSRUWLQJ�HQWLW\����7KH� (&¶V� DWWHPSWV� WR� LPSURYH� WUDQVSDUHQF\� DQG� FRPSDUDELOLW\� RI� FRUSRUDWH� ILQDQFLDO�HQYLURQPHQWDO� DFFRXQWLQJ� UXOHV� IRUP�SDUW� RI� WKH�(8¶V� ILQDQFLDO� UHSRUWLQJ� VWUDWHJ\� DLPHG�DW�KDUPRQL]LQJ�(8�DFFRXQWLQJ� UXOHV�ZKLFK� UHTXLUH� WKH�DSSOLFDWLRQ�RI� WKH� ,$6%¶V�,QWHUQDWLRQDO�$FFRXQWLQJ� 6WDQGDUGV� E\� (8�OLVWHG� FRPSDQLHV� ZLWK� HIIHFW� IURP� ����� �&(&�� ������� 7KH�,$6%� LV� FXUUHQWO\� HPEDUNHG� RQ� GHYHORSLQJ� D� VLQJOH� VHW� RI�JOREDO� DFFRXQWLQJ� VWDQGDUGV� WKDW�UHTXLUH�WUDQVSDUHQW�DQG�FRPSDUDEOH�LQIRUPDWLRQ�LQ�JHQHUDO�SXUSRVH�ILQDQFLDO�VWDWHPHQWV��7KH�(&¶V� UHFRPPHQGDWLRQ� �&(&�� ����E�� LQ� UHODWLRQ� WR� ILQDQFLDO� DFFRXQWLQJ� ZDV� LWVHOI� EDVHG�VXEVWDQWLDOO\� RQ� WKH�81¶V� �81&7$'�,6$5�� ������ UHSRUW� RQ� DFFRXQWLQJ� IRU� HQYLURQPHQWDO�FRVWV�DQG�OLDELOLWLHV��WKH�ODWWHU�LWVHOI�EHLQJ�ODUJHO\�DXWKRUHG�E\�WKH�&,&$�ZLWK�VXEVWDQWLDO�LQSXW�IURP� DQ� H[SHUW� JURXS� RI� SURIHVVLRQDO� DFFRXQWDQWV� IURP� DURXQG� WKH� ZRUOG� �$&&$�81(3���������,Q�SUDFWLFDO�WHUPV��WKH�IDFW�WKDW�WKHVH�UHFRPPHQGDWLRQV�DUH�QRQ�ELQGLQJ�PHDQV�WKDW�LW�LV�OHIW�WR�WKH�JRYHUQPHQWV�RI�(8�0HPEHU�6WDWHV�WR�LQWURGXFH�ILQDQFLDO�DFFRXQWLQJ�DQG�UHSRUWLQJ�UHTXLUHPHQWV�EH\RQG�ZKDW� LV�VWULFWO\�UHTXLUHG�E\�WKH�(8�DFFRXQWLQJ�GLUHFWLYHV��(16���������&RQVHTXHQWO\�� LQ� WKH�DEVHQFH�RI�0HPEHU�6WDWHV�LQWURGXFLQJ�QDWLRQDO�UHTXLUHPHQWV��WKH�(&¶V�UHFRPPHQGDWLRQV�DUH�XQOLNHO\�WR�KDYH�PXFK�LPSDFW����7R� GDWH� QR QDWLRQDO� JRYHUQPHQW� RU� DFFRXQWLQJ� VWDQGDUG�VHWWLQJ� ERG\� ZLWKLQ� RU� ZLWKRXW�(XURSH�KDV�LQWURGXFHG�VSHFLILF�UHTXLUHPHQWV�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�LVVXHV�RWKHU�WKDQ�LQ�WKH�FRQWH[W�RI�WKH�WUDGLWLRQDO�ILQDQFLDO�UHSRUWLQJ�IUDPHZRUN����&RQVHTXHQWO\��WKH�VRUW�RI�LWHPV�WKDW�DUH�UHTXLUHG WR�EH�GLVFORVHG�LQ�WKH�DQQXDO�DFFRXQWV�LQ�RUGHU�WR�FRPSO\�ZLWK�FRPSDQ\�ODZ��ILQDQFLDO� DFFRXQWLQJ� VWDQGDUGV� DQG� JHQHUDOO\� DFFHSWHG� DFFRXQWLQJ� SUDFWLFH� �*$$3����� LI�PDWHULDO� WR� WKH�ILQDQFLDO�SHUIRUPDQFH�RU�ILQDQFLDO�SRVLWLRQ�RI�WKH UHSRUWLQJ�HQWLW\��UHIOHFW�WKH�OHJDOLVWLF� DQG HFRQRPLF� QDWXUH� RI� ILQDQFLDO� VWDWHPHQWV� �7DEOH� ���� EHORZ���$�PRUH� GHWDLOHG�GHVFULSWLRQ�DQG�GLVFXVVLRQ�RI�WKHVH�LVVXHV�FDQ�EH�IRXQG�LQ�WKH�81¶V�VWDWHPHQW�RI�SRVLWLRQ�RQ�DFFRXQWLQJ�DQG�UHSRUWLQJ�IRU�HQYLURQPHQWDO FRVWV�DQG�OLDELOLWLHV��81&7$'�,6$5��������DQG�WKH�(XURSHDQ�&RPPLVVLRQ¶V�FRPPXQLFDWLRQ�RQ�WKH�WUHDWPHQW�RI�HQYLURQPHQWDO�LVVXHV�LQ�WKH�VWDWXWRU\�DQQXDO� UHSRUW� �&(&������E���6LJQLILFDQWO\�� LW� LV� WKRVH�DUHDV�GHVFULEHG� LQ�7DEOH�����ZKLFK� KDYH� IRUPHG� WKH� IRFXV RI� WKH� LQWHUQDWLRQDO� DFFRXQWDQF\� SURIHVVLRQ¶V� DWWHQWLRQ� WR�HQYLURQPHQWDO� LVVXHV� VLQFH� WKH� HDUO\� ����V� �VHH�� IRU� H[DPSOH�� &,&$�� ������ )((�� ����D��0DFYH�DQG�&DUH\��������81&7$'�,6$5���������2QH�LVVXH�ZKLFK�KDV�GRPLQDWHG�WKH�PLQGV�RI�DFFRXQWLQJ�ERGLHV�LQ�WKLV�FRQWH[W��SDUWLFXODUO\�LQ�1RUWK�$PHULFD��LV�WKDW�RI�DFWXDO��SUREDEOH�DQG�SRWHQWLDO�HQYLURQPHQWDO�OLDELOLWLHV��VHH��IRU�H[DPSOH��$,&3$��������&,&$������F������D��&RUPLHU� HW� DO��� ������ *LOO�� ������ 1HZHOO� HW� DO��� ������ 5RXVVH\�� ������ 5XEHQVWHLQ�� �������$JDLQVW� D� EDFNGURS� RI� LQFUHDVLQJ� OLWLJDWLRQ� DQG� PRUH� VWULQJHQW� SHQDOWLHV� IRU� EUHDFKHV� RI�HQYLURQPHQWDO� ODZV� DQG� UHJXODWLRQV�� DFFRXQWLQJ� IRU� WKH� FRVWV� RI� SDVW�� SUHVHQW� DQG� IXWXUH�HQYLURQPHQWDO�DFWLYLWLHV�KDV�EHFRPH�LQFUHDVLQJO\�PRUH�LPSRUWDQW��VHH��IRU�H[DPSOH��WKH�8.¶V�)LQDQFLDO� 5HSRUWLQJ� 6WDQGDUG� �)56�� ��� �$6%�� ������ DQG� WKH� ,QWHUQDWLRQDO� $FFRXQWLQJ�6WDQGDUG��,$6�����RQ�SURYLVLRQV��FRQWLQJHQW�OLDELOLWLHV�DQG�FRQWLQJHQW�DVVHWV��,$6&������F���ZKLFK��DOWKRXJK�QRW�HQYLURQPHQWDO�DFFRXQWLQJ�VWDQGDUGV��SURYLGH�DSSHQGLFHV�ZKLFK�GUDZ�RQ�
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HQYLURQPHQWDO�H[DPSOHV�WR�LOOXVWUDWH�DFFRXQWLQJ�WUHDWPHQW�RI�HQYLURQPHQWDO�LVVXHV�����+HQFH��LW� LV� WKLV� SDUWLFXODU� LVVXH� ZKLFK� LV� PRVW� OLNHO\� WR� JLYH� ULVH� WR�PDQGDWRU\ HQYLURQPHQWDO�GLVFORVXUH�LQ�WKH�DQQXDO�UHSRUW�DQG�DFFRXQWV�
7DEOH����([DPSOHV� RI� HQYLURQPHQWDO� GLVFORVXUH� UHTXLUHG� XQGHU� H[LVWLQJ� DFFRXQWLQJ� UXOHV��VXEMHFW�WR�PDWHULDOLW\�$FFRXQWLQJ�LWHP 'HVFULSWLRQ
%DODQFH�VKHHW�±$VVHWV &DSLWDOLVDWLRQ� RI� FRVWV� LQ� UHODWLRQ� WR� HQYLURQPHQW�UHODWHG� H[SHQGLWXUH� RQ�ORQJ�WHUP�DVVHWV�IRU�XVH�LQ WKH�EXVLQHVV�ZKHUH�VXFK�DVVHWV�SURYLGH�ULJKWV�WR�IXWXUH� HFRQRPLF� EHQHILWV�� LQFOXGLQJ� WKH� FRQWLQXHG� RSHUDWLRQ� RI� H[LVWLQJ�DVVHWV�%DODQFH�VKHHW�±/LDELOLWLHV 3URYLVLRQV� IRU� IXWXUH� HQYLURQPHQWDO� OLDELOLWLHV�� ULVNV� DQG� OHJDO�� FRQWUDFWXDO�DQG�FRQVWUXFWLYH�REOLJDWLRQV� LQFOXGLQJ�SURYLVLRQV� IRU� IXWXUH�HQYLURQPHQWDO�FRVWV� VXFK� DV� WKRVH� UHODWLQJ� WR� FOHDQ�XS� REOLJDWLRQV� DQG� ORQJ�WHUP�GHFRPPLVVLRQLQJ�FRVWV�3URILW�	�/RVV�$FFRXQW /RVVHV� DULVLQJ� RQ� WKH�ZULWH�GRZQ� RI� DVVHWV�PDGH� REVROHWH� RU� XQHFRQRPLF�GXH� WR� VWULFWHU� HQYLURQPHQWDO� SROOXWLRQ� FRQWUROV�� H[SHQGLWXUHV� UHODWLQJ� WR�SROOXWLRQ�SHUPLWV� DQG�HPLVVLRQ� ULJKWV��FRVWV� UHODWLQJ� WR� ILQHV�DQG�SHQDOWLHV�IRU�EUHDFK�RI�SROOXWLRQ�SHUPLWV�DQG�RWKHU�HQYLURQPHQWDO�SURWHFWLRQ�ODZV�1RWHV�WR�WKH�DFFRXQWV $FFRXQWLQJ�SROLFLHV� LQ� UHODWLRQ� WR� DQ\� VLJQLILFDQW� HQYLURQPHQWDO�FRVWV�DQG�OLDELOLWLHV��FRQWLQJHQW�REOLJDWLRQV�LQ�UHODWLRQ�WR�SRVVLEOH�IXWXUH�FODLPV�DJDLQVW�WKH�RUJDQL]DWLRQ�IRU�HQYLURQPHQWDO�GDPDJH�FRQFHUQLQJ�WKH�HQWHUSULVH¶V�SDVW�RU�FXUUHQW�DFWLYLWLHV�
+RZHYHU�� DV� LQGLFDWHG� LQ 6HFWLRQ� ���� DERYH�� DQ� LPSRUWDQW� GLVWLQFWLRQ� QHHGV� WR� EH� GUDZQ�EHWZHHQ�WKH�GLVFORVXUH�RI�HQYLURQPHQWDO�LVVXHV�WKURXJK�WKH�DQQXDO�DFFRXQWV�XQGHU�FRPSDQ\�ODZ� DQG� DFFRXQWLQJ� *$$3�� DQG� D� VHULRXV� DSSURDFK� WR� µDFFRXQWLQJ� IRU� WKH� HQYLURQPHQW¶��([DPSOHV� RI� WKH� ODWWHU� DUH� SURYLGHG� E\�� LQWHU� DOLD� %HEELQJWRQ� HW� DO��� ������&,&$�� ����E��)((0��������+RZHV��������������5XEHQVWHLQ��������������81&7$'��������86�(3$��������������$V�QRWHG�E\�*UD\�DQG�%HEELQJWRQ���������ZKHQ�H[DPLQLQJ�HQYLURQPHQWDO�LVVXHV�LQ�WKH�FRQWH[W�RI�WKH�DQQXDO�UHSRUW�DQG�DFFRXQWV��«� ZH� DUH� QRW ORRNLQJ� DW� WKH� HQYLURQPHQW� LWVHOI� EXW� UDWKHU� DW� WKRVH�PDQLIHVWDWLRQV� RI� WKH� HQYLURQPHQW� ZKLFK� DUH� DIIHFWLQJ� WKH� ILQDQFLDO�PHDVXUHPHQW� RI� HFRQRPLF� HYHQWV� DW� D�PDWHULDO� OHYHO��:H� DUH�QRW ORRNLQJ� DW�KDELWDW� GHVWUXFWLRQ� EXW� UDWKHU� DW� ZKDW� ZH� PLJKW� EH� ILQHG� IRU� GHVWUR\LQJ�KDELWDW��:H�DUH�QRW� ORRNLQJ�DW� FRQWULEXWLRQV� WR�FOLPDWH�FKDQJH�EXW� UDWKHU�DW�ZKDW�ZH�PLJKW�KDYH�WR�VSHQG�WR�FRPSO\�ZLWK�IXWXUH�ODZV�RQ�HPLVVLRQV�«�DQG�VR�RQ��S�������RULJLQDO�HPSKDVLV��([SHULPHQWV�DQG�GHYHORSPHQWV�LQ�DFFRXQWLQJ�IRU�WKH�QDWXUDO�HQYLURQPHQW KDYH�WHQGHG�WR�WDNH�SODFH�RXWVLGH�WKH�FRQILQHV�RI�WKH�DQQXDO�UHSRUW�DQG�DFFRXQWV��ZLWK�WKH�DFFRXQWDQF\�SURIHVVLRQ�UHDFWLQJ�WR�WKHVH�GHYHORSPHQWV�RQ�DQ�DG�KRF EDVLV��GHSHQGLQJ�XSRQ�WKH�YDOXHV�DQG�SULRULWLHV�RI�WKRVH�ZLWK�UHVSRQVLELOLW\�IRU�VHWWLQJ�WKH�SURIHVVLRQ¶V�DJHQGD��VHH��IRU�H[DPSOH��%HEELQJWRQ�HW� DO��� ����� LQ� UHODWLRQ� WR� WKH� (XURSHDQ� SURIHVVLRQ¶V� UHVSRQVH� WR� WKH� (&¶V� FDOO� IRU� WKH�DFFRXQWDQF\�SURIHVVLRQ�WR�WDNH�D�OHDG�LQ�GHYHORSLQJ�IXOO�FRVW�DFFRXQWLQJ�)&$�����*LYHQ�WKDW�
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WKHUH� LV� VWLOO� QR� XQLYHUVDOO\� DFFHSWHG�� JHQHUDO� DFFRXQWLQJ� IUDPHZRUN� IRU� WKH� UHSRUWLQJ� RI�HQYLURQPHQWDO�LQIRUPDWLRQ��RWKHU�WKDQ�XQGHU�DFFRXQWLQJ�*$$3��ZKLFK�DV�QRWHG�DERYH�LV�QRWDERXW�µDFFRXQWLQJ�IRU�WKH�HQYLURQPHQW¶���DQG�QR�JHQHUDOO\�DFFHSWHG�PHWKRG�RI�DFFRXQWLQJ�IRU�WKH�HQYLURQPHQW��WKLV�SULQFLSOH�DSSOLHV�WR�DOO�IRUPV�RI�&('��+RZHYHU��WKH�OLVW�VKRZQ�LQ�7DEOH�����DERYH�GRHV�LOOXVWUDWH�WKDW�HQYLURQPHQWDO�LVVXHV�DUH�SRWHQWLDOO\ YHU\�LPSRUWDQW�WR�EXVLQHVV�RUJDQL]DWLRQV��VHH��IRU�H[DPSOH��&ROOLQVRQ��������&ROOLVRQ�HW�DO���������&ROOLQVRQ�DQG�*UD\���������0RUHRYHU�� GHVSLWH� WKH� ODFN� RI� GHWDLOHG�PDQGDWRU\� UHTXLUHPHQWV� IRU� WKH� HQYLURQPHQW�XQGHU� WUDGLWLRQDO� ILQDQFLDO� DFFRXQWLQJ�� LW� ZRXOG� EH� ZURQJ� WR� VXJJHVW� WKDW� VRFLDO� DQG�HQYLURQPHQWDO� LVVXHV� KDYH� IDLOHG� WR� DWWUDFW� WKH� LQWHUHVW� DQG� FRQFHUQ� RI� SURIHVVLRQDO�DFFRXQWDQF\�DQG�QDWLRQDO�VWDQGDUG�VHWWLQJ�ERGLHV��2Q�WKH�FRQWUDU\��RYHU�WKH�\HDUV�WKHUH�KDYH�EHHQ�D�QXPEHU�RI�ZHOO�LQWHQWLRQHG�VWXGLHV�DQG� UHSRUWV� IURP�ERWK� WKH�SULYDWH�DQG� WKH�SXEOLF�VHFWRU� WKDW�KDYH�DGGUHVVHG�DVSHFWV�RI�DFFRXQWLQJ�ZKLFK�FRXOG KDYH� OHG� WR� WKH�HPHUJHQFH�RI�QHZ� IRUPV� RI� VRFLDO� DQG� HQYLURQPHQWDO� DFFRXQWLQJ�� 7KHVH� DUH� EULHIO\� UHYLHZHG� LQ� WKH� QH[W�VHFWLRQ�
��� 7KH�DFFRXQWDQF\�SURIHVVLRQ¶V�FRQVLGHUDWLRQ�RI�DOWHUQDWLYH�IRUPV�RI�&657KH�DFFRXQWDQF\�SURIHVVLRQ�KDV��RYHU� WKH�\HDUV��PDGH�PDQ\�H[FXUVLRQV� LQWR� WKH�SUDFWLFH�RI�&65�� 7KHVH� LQFOXGH� �LQ� FKURQRORJLFDO� RUGHU��� LQ� WKH� 86$� �$$$�� ����D�� E�� ������ ����E��������$,&3$���������������LQ�WKH�8.��$66&��������0DFYH�DQG�&DUH\��������&ROOLHU�HW�DO�������� $QGHUVHQ������� ,&$(:���������LQ�&DQDGD��&,&$������������������F������D���DQG��LQ�$XVWUDOLD��$$5)���������7KLV�OLVW��ZKLFK�LV�QRW�LQWHQGHG�WR�EH�H[KDXVWLYH��WU\LQJ�WR�LGHQWLI\�DOO�UHSRUWV�DQG�VWXG\�LQ�WKLV�DUHD�IURP�DOO�RYHU�WKH�ZRUOG�RYHU�WKH�ODVW����\HDUV�ZRXOG�EH�DQ�LPPHQVH�WDVN�DQG�LV�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\���KLJKOLJKWV�WKH�IDFW�WKDW�WKHUH�KDYH�EHHQ�D�QXPEHU�RI�LQVWDQFHV�ZKHUH�WKH�RSSRUWXQLW\ H[LVWHG�WR�FRQVLGHU�LQWURGXFLQJ�DOWHUQDWLYH�IRUPV�RI�VRFLDO�DQG�HQYLURQPHQWDO�DFFRXQWLQJ����$V�QRWHG�E\�*UD\�DQG�6WRQH��������7KH� $PHULFDQ� $FFRXQWLQJ� $VVRFLDWLRQ�� WKH� $PHULFDQ� ,QVWLWXWH� RI� &HUWLILHG�3XEOLF� $FFRXQWDQWV� DQG� WKH� %ULWLVK� $FFRXQWLQJ� 6WDQGDUGV� &RPPLWWHH� DOO�SURGXFHG� VWLPXODWLQJ�� WKRXJKWIXO� DQG� FKDOOHQJLQJ� GRFXPHQWV� ZKLFK� ± WR� DJUHDWHU� RU� OHVVHU� H[WHQW� ± UH�H[DPLQHG� WKH� KHDUW� RI� DFFRXQWLQJ� SUDFWLFH� DQG�WKHRU\� DQG� VHW� RXW� SURSRVDOV� WKDW� ZRXOG� OHDG� WR� D� QHZ� HYROXWLRQ� RI�DFFRXQWLQJ¶V�UROH�LQ�WKH�GLVFKDUJH�RI�DFFRXQWDELOLW\��S������'XULQJ�WKH�HDUO\�����V�WKRVH�LQYROYHG�LQ�DFFRXQWLQJ�UHVHDUFK�DQG�SUDFWLFH��ERWK�LQ�(XURSH�DQG�WKH�86��XQGHUWRRN�D�UH�HYDOXDWLRQ�RI�WKH�UROH�DQG�SXUSRVH�RI�ILQDQFLDO�VWDWHPHQWV�DQG�ILQDQFLDO�UHSRUWLQJ��$W�WKH�WLPH��WKH�QHHG�IRU�VRPH�IRUP�RI�DFFRXQWLQJ�WR�SURYLGH�LQIRUPDWLRQ�DERXW�WKH�VRFLDO� FRVWV� DQG� EHQHILWV� RI� WKH� RSHUDWLRQV� RI� EXVLQHVV� HQWHUSULVHV� ZDV� UHFHLYLQJ� LQFUHDVHG�DWWHQWLRQ� �VHH�� IRU� H[DPSOH�� 5RQDQ�� ������� 7KLV� LQFOXGHG� FDOOV� IRU� FRUSRUDWLRQV� WR� SURYLGH�GHWDLOV�RI�WKH�µH[WHUQDO¶��L�H��QRQ�PDUNHW��VRFLDO�FRVWV�DQG�EHQHILWV�RI�WKHLU�DFWLYLWLHV�UDWKHU�WKDQ�MXVW� WKH�SULYDWH� FRVWV� DQG�EHQHILWV� DV� UHIOHFWHG� LQ� WKH� ILQDQFLDO� VWDWHPHQWV� �VHH�� IRU�H[DPSOH��&KXUFKLOO�HW�DO���������5RQHQ���������7KH�DFFRXQWDQF\�SURIHVVLRQ�LQ�ERWK�1RUWK�$PHULFD�DQG�(XURSH� UHVSRQGHG� WR� WKHVH� GHYHORSPHQWV� E\� HVWDEOLVKLQJ� VWXG\� JURXSV� WR� DGGUHVV� WKH�ZLGHU�VRFLDO�LVVXHV�RI�ILQDQFLDO�DFFRXQWLQJ�DQG�UHSRUWLQJ��7KH�ZRUN�RI�WZR�VWXG\�JURXSV��RQH�LQ�WKH�86� �7KH�7UXHEORRG�5HSRUW��$,&3$��������DQG� WKH�RWKHU� LQ� WKH�8.��7KH�&RUSRUDWH�5HSRUW��$66&��������DUH�RI�SDUWLFXODU�UHOHYDQFH�LQ�WKH FRQWH[W�RI�&65�
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7KH� 7UXHEORRG� 5HSRUW ZDV� WKH� UHVXOW� RI� WZR� \HDUV¶� ZRUN� E\� D� VWXG\� JURXS� VHW� XS� E\� WKH�$,&3$�LQ������ WR� UHILQH� WKH�REMHFWLYHV�RI�ILQDQFLDO�VWDWHPHQWV� WRZDUGV�WKH�HVWDEOLVKPHQW�RI�JXLGHOLQHV� DQG� FULWHULD� IRU� LPSURYLQJ� WKH� TXDOLW\� RI� ILQDQFLDO� UHSRUWLQJ� DQG� DFFRXQWLQJ��$,&3$�� ������ S������ $V� SDUW� RI� WKLV� UHILQLQJ� SURFHVV�� WKH� VWXG\� JURXS� ZDV� DVNHG� WR� VHHN�DQVZHUV� WR� D� QXPEHU� RI� VSHFLILF� TXHVWLRQV�� LQFOXGLQJ� LGHQWLI\LQJ� WKH� XVHUV� RI� ILQDQFLDO�VWDWHPHQWV� DQG� WKHLU� UHVSHFWLYH� QHHGV�� ,Q� LWV� ILQDO�UHSRUW�� WKH� VWXG\� JURXS� GHILQHG� WKH� EDVLF�REMHFWLYH� RI� ILQDQFLDO� VWDWHPHQWV� DV� EHLQJ� ³«� WR� SURYLGH� LQIRUPDWLRQ� XVHIXO� IRU� PDNLQJ�HFRQRPLF� GHFLVLRQV´� �$,&3$�� ������ S������ 7KH� VWXG\� JURXS� PDGH� D� QXPEHU� RI� NH\�DVVXPSWLRQV��ZKLFK�KDYH�VLQFH�EHFRPH�SDUW�RI�QDWLRQDO�DQG�LQWHUQDWLRQDO�DFFRXQWLQJ�IRONORUH�DQG�ZKLFK�ZHUH� DUJXHG� DW� WKH� WLPH� WR� EH� VXSSRUWHG� E\� HFRQRPLF� DQG� EHKDYLRXU� WKHRU\�� WKH�ILUVW�DQG�PRVW� LPSRUWDQW�RI�ZKLFK�ZDV�VWDWHG�WR�EH�WKDW�XVHUV�RI�ILQDQFLDO�VWDWHPHQWV�VHHN�WR�SUHGLFW�� FRPSDUH�� DQG� HYDOXDWH�WKH� FDVK� FRQVHTXHQFHV�RI� WKHLU� HFRQRPLF�GHFLVLRQV� �$,&3$��������S������7KH�HPSKDVLV�RQ�HFRQRPLF�JRDOV�ZDV�DGRSWHG�QRW�EHFDXVH�VRFLDO�JRDOV�ZHUH�VHHQ�DV� OHVV� LPSRUWDQW� EXW� UDWKHU� EHFDXVH� ³«� RXU� VRFLDO� DQG� HFRQRPLF� V\VWHP� DVVXPHV� WKDW� WKH�SXUVXLW�RI�SULYDWH�JRDOV�JHQHUDOO\�WHQGV�WR�IXOO�ILOO�WKH�VRFLDO�RQHV´��$,&3$��������S�����7KH�VWXG\� JURXS� WRRN� WKH� YLHZ� WKDW�� IRU� WKH�86�DW� OHDVW�� LW� LV� ULJKW� WKDW� DFFRXQWLQJ� DQG� ILQDQFLDO�UHSRUWLQJ�VKRXOG�IRFXV�SULPDULO\�RQ�SURYLGLQJ�LQIRUPDWLRQ�WKDW�LV�XVHIXO�IRU�PDNLQJ�HFRQRPLFGHFLVLRQV�EHFDXVH�WKH�GHFLVLRQV�WDNHQ�RQ�WKH�EDVLV�RI�SULYDWH�HFRQRPLF�FRQVLGHUDWLRQV�ZLOO��LW�ZDV�DUJXHG��JHQHUDOO\�VDWLVI\�WKH�SXEOLF¶V�VRFLDO�JRDOV��+RZHYHU��QR�HYLGHQFH�ZDV�SUHVHQWHG�LQ�WKH�UHSRUW�WR�VXSSRUW�WKLV�K\SRWKHVLV��5DWKHU��UHIHUHQFH�ZDV�PDGH�WR�WKH�EHQHILWV�RI�SULYDWH�HQWHUSULVH��LQYHVWPHQW�DQG�WKH�IUHH�PDUNHW�LQ�WHUPV�RI�DGYDQFLQJ�WKH�µFRPPRQ�JRRG¶��$,&3$��������S������ ,PSRUWDQWO\��ZKLOVW�UHFRJQLVLQJ�WKDW� WKH�JRDOV�RI�IUHH�HQWHUSULVH�PD\�QRW�DOZD\V�VLW� FRPIRUWDEO\� ZLWK� WKRVH� RI� VRFLHW\� LQ� UHODWLRQ� WR� H[WHUQDO� FRVWV�� VXFK� DV� HQYLURQPHQWDO�SROOXWLRQ�� WKH� VWXG\� JURXS� DUJXHG� WKDW� WKHVH� ZHUH� PDWWHUV� IRU� VRFLHW\� QRW� WKH� DFFRXQWLQJ�SURIHVVLRQ���2QO\�VRFLHW\�± WKURXJK�ODZV�DQG�UHJXODWLRQ�± FDQ�LGHQWLI\�ZKDW�LW�FRQVLGHUV�D�FRVW� RU� VDFULILFH�� $QG� RQO\� VRFLHW\� FDQ� GHWHUPLQH� WKH� H[WHQW� WR�ZKLFK� LW�ZLOO�DEVRUE� VXFK� FRVWV� RU� IRUFH� HQWHUSULVHV� HLWKHU� WR� PRGLI\� WKHLU� DFWLYLWLHV� WR�HOLPLQDWH�VRFLDO�FRVWV�RU�HOVH�SD\�IRU�WKHP�«�>1HYHUWKHOHVV@��VRPH�HQWHUSULVHV�PD\�FKRRVH�WR�UHSRUW�DFWLYLWLHV�WKDW�UHVXOW LQ�VRFLDO�FRVWV��$,&3$��������S����7KXV��ZKLOVW�UHMHFWLQJ�WKH�QHHG�IRU�DFFRXQWLQJ�WR�UHIOHFW�DQ\WKLQJ�RWKHU�WKDQ�SULYDWH�FRVWV��WKH�VWXG\�JURXS�GLG�DW�OHDVW�OHDYH�WKH�GRRU�RSHQ�IRU�FRPSDQLHV�WR�YROXQWDULO\�UHSRUW�RQ�DFWLYLWLHV�ZKLFK�UHVXOW� LQ�H[WHUQDO�FRVWV� WR�VRFLHW\��3DUW�RI� WKH� UHDVRQ�IRU� WKH� ODWWHU�PD\�OLH� LQ� WKH�IDFW�WKDW�D�QXPEHU�RI�VXEPLVVLRQV�ZHUH�PDGH�LQ�DQ�DWWHPSW�WR�SHUVXDGH�WKH�VWXG\�JURXS�WR�WDNH�D�ZLGHU�SHUVSHFWLYH�RQ� WKH�REMHFWLYHV�RI� ILQDQFLDO� UHSRUWLQJ��VHH�� IRU�H[DPSOH��+HUZLW]��������&RODQWRQL� HW� DO��� ������ 5RQHQ�� ������� %RWK� +HUZLW]� ������� DQG� 6FKZDUW]� �������� IRU�H[DPSOH�� DUJXHG� IRU� JUHDWHU� FRUSRUDWH� DFFRXQWDELOLW\� ZKLFK� ZHQW� EH\RQG� OHJDO�UHTXLUHPHQWV����+RZHYHU��WKLV�YLHZ�UHPDLQHG�LQ�WKH�PLQRULW\�DQG�GLG�QRW�ILQG�IDYRXU�HLWKHU�LQ�7KH�7UXHEORRG�5HSRUW RU�ZLWK�WKH�86�6(&��,Q� FRQWUDVW�� 7KH� &RUSRUDWH� 5HSRUW� �$66&�� ������ SXEOLVKHG� E\� WKH� 8.¶V� DFFRXQWDQF\�SURIHVVLRQ��FRQWDLQHG�SUREDEO\�WKH�PRVW�ZLGHO\�GLVFXVVHG�SURSRVDOV�RQ�WKH�ZKROH�TXHVWLRQ�RI�&65HVS� DW� WKH� WLPH� DQG� KDV� FRQWLQXHG� WR� DWWUDFW� LQWHUHVW� DPRQJVW� &65� UHVHDUFKHUV��SDUWLFXODUO\�LQ�WKH�FRQWH[W�RI�D�EURDG�VHW�RI�XVHUV�RI�FRUSRUDWH�UHSRUWV��7KH�UHPLW�RI�WKH�$66&�VWXG\�JURXS�ZDV�WR�UH�H[DPLQH�WKH�VFRSH�DQG�DLPV�RI�SXEOLVKHG�ILQDQFLDO�UHSRUWV�LQ�WKH�OLJKW�
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RI� WKH� QHHGV� DQG� FRQGLWLRQV� ZKLFK� H[LVWHG� DV� WKH� WLPH�� ZLWK� WKH� VSHFLILF� REMHFWLYH� RI�LGHQWLI\LQJ� SHUVRQV� RU� JURXSV� RI� SHUVRQV� IRU� ZKRP� SXEOLVKHG� ILQDQFLDO� UHSRUWV�VKRXOG EH�SUHSDUHG�� DQG� WKH� LQIRUPDWLRQ� DSSURSULDWH� WR� WKHLU� UHVSHFWLYH� LQWHUHVWV���� $W� WKH� WLPH�� YHU\�OLWWOH� UHVHDUFK� KDG EHHQ� FRQGXFWHG� LQWR� ZKR� VKRXOG� UHSRUW� WR� ZKRP�� ZK\� DQG� KRZ� RIWHQ��$66&���������,Q�LWV�UHSRUW��WKH�$66&�VWXG\�JURXS�GHILQHG�WKH�XVHUV�RI�FRUSRUDWH�UHSRUWV�DV�EHLQJ� «�WKRVH�KDYLQJ�D�UHDVRQDEOH�ULJKW�WR�LQIRUPDWLRQ�LQ�UHODWLRQ�WR�WKH�UHSRUWLQJ�HQWLW\�� :H� FRQVLGHU� VXFK� ULJKWV� DULVH� IURP� WKH� SXEOLF� DFFRXQWDELOLW\� RI� WKH�HQWLW\� ZKHWKHU� WKH\� DUH� VXSSRUWHG� RU� QRW� E\� OHJDOO\� HQIRUFHDEOH� SRZHUV� WR�GHPDQG� LQIRUPDWLRQ�� $� UHDVRQDEOH� ULJKW� WR� LQIRUPDWLRQ� H[LVWV� ZKHQ� WKH�DFWLYLWLHV�RI�DQ�RUJDQL]DWLRQ�LPSLQJH�RU�PD\�LPSLQJH�RQ�WKH�LQWHUHVW�RI�D�XVHU�JURXS �$66&��������S�����$� NH\� LVVXH�ZKLFK�7KH�&RUSRUDWH� 5HSRUW� VRXJKW� WR� UDLVH� LQ� WKH� FRQWH[W� RI�&65HVS� LV� WKDW�HFRQRPLF�HQWLWLHV��EHFDXVH�RI�WKHLU�VFDOH�RI�FRPPDQG�RYHU�KXPDQ��VRFLDO�DQG�HQYLURQPHQWDO�UHVRXUFHV�� KDYH� LPSOLFLW� UHVSRQVLELOLWLHV� LQ� UHODWLRQ� WR� WKRVH� UHVRXUFHV�� 3XW� VLPSO\�� WKHVH�HQWLWLHV�DUH�VHHQ�DV�DFFRXQWDEOH�QRW�MXVW�LQ�WHUPV�RI�WKHLU�HFRQRPLF�SHUIRUPDQFH�EXW�DOVR�IRU�WKHLU�SHUIRUPDQFH�LQ�UHODWLRQ�WR�KXPDQ��VRFLDO�DQG�HQYLURQPHQWDO�LVVXHV�WR�WKH�FRPPXQLW\�DV�D�ZKROH� �+DUWH�DQG�2ZHQ��������+RZHYHU�� IROORZLQJ� LWV� UHOHDVH�DV�D�GLVFXVVLRQ�SDSHU��7KH�&RUSRUDWH�5HSRUW IDLOHG�WR�KDYH�DQ\�QRWLFHDEOH�LQIOXHQFH�RQ�WKH�IXWXUH�GLUHFWLRQ�RI�ILQDQFLDO�UHSRUWLQJ�DQG�ILQDQFLDO�DFFRXQWLQJ�LQ�WKH�8.��7KLV�PD\�KDYH�EHHQ�GXH�LQ�SDUW�WR�WKH�IDFW�WKDW��DW�WKH�WLPH��WKH�8.�DFFRXQWDQF\�SURIHVVLRQ��XQGHU�KHDY\�SUHVVXUH�IURP�WKH�8.�JRYHUQPHQW��ZDV� SUH�RFFXSLHG� ZLWK� LQIODWLRQ� DFFRXQWLQJ� DW� D� WLPH� ZKHQ� WKH� 8.� HFRQRP\� ZDV�H[SHULHQFLQJ�UHODWLYHO\�KLJK�UDWHV�RI�LQIODWLRQ��7KH�HOHFWLRQ�RI�0DUJDUHW�7KDWFKHU¶V�ULJKW�ZLQJ�&RQVHUYDWLYH� JRYHUQPHQW� LQ� ����� ZDV� XQGRXEWHGO\� DOVR� D� FRQWULEXWRU\� IDFWRU� �6WUD\� DQG�%DOODQWLQH���������:KDWHYHU�WKH�UHDVRQV��7KH�&RUSRUDWH�5HSRUW HIIHFWLYHO\�VDQN�ZLWKRXW�WUDFH�DQG�DUJXDEO\� UHPDLQV� WR� WKLV�GD\� WKH�8.¶�DFFRXQWDQF\�SURIHVVLRQ¶V�PRVW�GHWDLOHG��DOWUXLVWLF�DWWHPSW�WR�DGGUHVV�WKH�ZLGHU�VRFLDO�UHVSRQVLELOLWLHV�RI�EXVLQHVV�RUJDQL]DWLRQV���%RWK�7KH�7UXHEORRG�5HSRUW DQG�7KH�&RUSRUDWH�5HSRUW KDYH�KLVWRULFDO�VLJQLILFDQFH�EHFDXVH�RI�WKHLU� LQIOXHQFH� LQ� JHQHUDWLQJ� LQWHUHVW� DPRQJVW� DFFRXQWLQJ� UHVHDUFKHUV�� SDUWLFXODUO\� &65�UHVHDUFKHUV��LQ�WKH�UROH�DQG�SXUSRVH�RI�ILQDQFLDO�VWDWHPHQWV�DQG�UHSRUWLQJ��,Q�SDUWLFXODU��ERWK�UHSRUWV�UHIOHFWHG�D�VPDOO�EXW�JURZLQJ�FRQVHQVXV�RI�RSLQLRQ�DW�WKH�WLPH�WKDW�ZDV�PRYLQJ�DZD\�IURP� 3DWRQ� DQG� /LWWOHWRQ¶V� ������� ³WUXH� LQFRPH´� PRGHO� RI� ILQDQFLDO� UHSRUWLQJ� WRZDUGV� D�GHFLVLRQ�XVHIXOQHVV�DSSURDFK��WKH�ODWWHU�EHLQJ�EDVHG�RQ�WKH�QRWLRQ�WKDW�WKH�SULPDU\�SXUSRVH�RI�ILQDQFLDO� DFFRXQWLQJ� VKRXOG EH� WR� DLG� XVHUV� LQ�PDNLQJ�HFRQRPLF GHFLVLRQV��7KH�&RUSRUDWH�5HSRUW�� IRU� H[DPSOH�� KLJKOLJKWHG� WKH� ZLGHU� UHSRUWLQJ� UHVSRQVLELOLWLHV� RI� FRPSDQLHV� WR� XVHU�JURXSV�VXFK�DV�HPSOR\HHV��WKH�JRYHUQPHQW��FXVWRPHUV��VXSSOLHUV�DQG�WKH�JHQHUDO�SXEOLF��DQG�QR�GRXEW�LQIOXHQFHG�GHYHORSPHQWV�LQ�µVWDNHKROGHU�DFFRXQWDELOLW\¶��VHH�&KDSWHU�����,QGHHG��WKH�$66&� VWXG\� JURXS� FRQVLGHUHG� D� SURSRVDO� WKDW� ZRXOG� KDYH� UHTXLUHG� EXVLQHVVHV� WR� GLVFORVH�LQIRUPDWLRQ�VKRZLQJ�LWV�LPSDFW�RQ�DQG�HIIRUWV�WR�SURWHFW�VRFLHW\��LWV�DPHQLWLHV�DQG�WKH�QDWXUDO�HQYLURQPHQW�� +RZHYHU�� VXFK� D� SURSRVDO� ZDV� FRQVLGHUHG� LPSUDFWLFDO� DQG� LQVWHDG� WKH� VWXG\�JURXS�VLPSO\�DVVXPHG�WKDW�³«�LQGLYLGXDO�HQWHUSULVHV��DV�KLWKHUWR��ZLOO�VKRZ�WKH�ZD\´��$66&�������S�����(YHQWV� LQ� WKH�86� DQG� WKH�8.� DV� GHVFULEHG� DERYH�ZHUH�PRUH� RU� OHVV�PLUURUHG� LQ�PDLQODQG�(XURSH��$OWKRXJK�PXFK�ZDV�ZULWWHQ�RQ�WKH�VXEMHFW�RI�VRFLDO�DFFRXQWLQJ�GXULQJ�WKH�����V�DQG�
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����V�� LW� KDG� YHU\� OLWWOH� LPSDFW� RQ� WKH�SUDFWLFH RI� DFFRXQWLQJ� LQ�(XURSH� �VHH�� IRU� H[DPSOH��8(&���������7KH�LVVXHV�ZHUH�DGGUHVVHG��IRU�H[DPSOH��E\�WKH�8QLRQ�(XURSpHQQH�GHV�([SHUWV�&RPSWDEOHV� (FRQRPLTXHV� HW� )LQDQFLHUV� �8(&��� WKH� WKHQ� UHSUHVHQWDWLYH� ERG\� IRU� WKH�SURIHVVLRQDO� DFFRXQWDQF\� ERGLHV� LQ� (XURSH�� DW� LWV� 7KLUG� 6WXG\� &RQIHUHQFH� LQ� %HOJUDGH� LQ�������XQGHU�WKH�WLWOH��³7KH�UROH�RI�WKH�DFFRXQWDQW�LQ�UHODWLRQ�WR�WKH�VRFLDO�DVSHFWV�RI�EXVLQHVV´��6RFLDO� DFFRXQWLQJ� LVVXHV� ZHUH� FRQVLGHUHG� DJDLQ� D� IHZ� \HDUV� ODWHU� DW� WKH� )RXUWK� 6WXG\�&RQIHUHQFH� LQ�$PVWHUGDP� LQ� ������ZKHUH� WKH�KRVWV�� WKH�1HWKHUODQGV� ,QVWLWXXW� YDQ�5HJLVWHU�$FFRXQWDQWV��1,Y5$���IRFXVHG�RQ�WKH�SUDFWLFDO�SUREOHPV�WKDW�KDG�WR�EH�DGGUHVVHG�ZLWKLQ�WKH�FRQWH[W�RI�FRUSRUDWH�VRFLDO�DFFRXQWLQJ��8(&���������0DUTXqV���������LQ�RQH�RI�WKH�ZRUNLQJ�SDSHUV�SUHVHQWHG� DW� WKH������8(&�FRQIHUHQFH�� UHSRUWV� WKDW� VRPH� IRUP�RI� VRFLDO� DFFRXQWLQJ�ZDV� LQ� WKH�SURFHVV�RI�EHLQJ�GHYHORSHG� LQ� UHVSRQVH� WR�D�SURIRXQG�FKDQJH� LQ� WKH�UHODWLRQVKLS�EHWZHHQ� EXVLQHVV� DQG� VRFLHW\�� 8S� WR� WKDW� WLPH�� WKH� WUDGLWLRQDO� YLHZ� KDG� EHHQ� WKDW� WKH�PDQDJHPHQW�RI�D�FRPSDQ\�KDG�WR�DFFRXQW�IRU�LWV�DFWLYLWLHV�RQO\�WR�VKDUHKROGHUV��ZKLOVW�DW�WKH�VDPH� WLPH� VDIHJXDUGLQJ� WKH� DVVHWV� DV� VHFXULW\� IRU� WKH� FRPSDQ\¶V�FUHGLWRUV�� +RZHYHU�� WKHUH�ZDV�D�JURZLQJ�DFFHSWDQFH�WKDW�WKLV�YLHZ�KDG�EHHQ�UHSODFHG�E\�D�SHUFHSWLRQ�WKDW�EHFDXVH�RI�LWV�VL]H��LWV�LPSRUWDQFH�LQ�VRFLHW\�DQG�LWV�SRWHQWLDO�LQIOXHQFH�RQ�WKH�OLYLQJ�FRQGLWLRQV�RI� IXWXUH�JHQHUDWLRQV��D�FRPSDQ\�PXVW�UHSRUW�RQ� LWV� LPSDFW�RQ�VRFLHW\�LQ�JHQHUDO �0DUTXqV��������S�����6LPLODU� YLHZV� ZHUH� H[SUHVVHG� E\� 7HUQLVLHQ� �������� D� PHPEHU� RI� WKH� )UHQFK�2UGUH GHV�([SHUWV� &RPSWDEOHV� HW� GHV� &RPSWDEOHV� $JUppV�� IRU� H[DPSOH�� DUJXLQJ� WKDW� D� EXVLQHVV�HQWHUSULVH� FDQ� QR� ORQJHU� MXVWLI\� LWVHOI� VROHO\� LQ� WHUPV� RI� WKH� SXUVXLW� RI� SURILW�� DQG� WKDW� WKH�SUHVHQW� DFFRXQWLQJ� IUDPHZRUN� RQO\� SDUWLDOO\� DFFRXQWV� IRU� WKH� UROH� RI� EXVLQHVV� HQWHUSULVH� LQ�VRFLHW\�� +RZHYHU�� WKHVH� YLHZV� ZHUH� QRW� ZLGHO\� DFFHSWHG�� 0RUHRYHU�� GLIIHUHQFHV� H[LVWHG�EHWZHHQ�WKH�0HPEHU�6WDWHV�RI�WKH�(8�DERXW�WKH�UHODWLYH�LPSRUWDQFH�RI�VRFLDO�DFFRXQWLQJ�GXH�WR�D�QXPEHU�RI�IDFWRUV��LQFOXGLQJ�WKH�GHJUHH�RI�VRFLDO�FRQVHQVXV�DQG�WKH�VRFLDO�FLUFXPVWDQFHV�ZLWKLQ�D�SDUWLFXODU�FRXQWU\�DV�ZHOO�DV� WKH�DWWLWXGHV�RI�JRYHUQPHQWV��0DUTXqV���������7KLV�LV�LOOXVWUDWHG�E\�OH�ELODQ�VRFLDO��D�IRUP�RI�VWDQG�DORQH�VRFLDO�UHSRUWLQJ�ZKLFK�KDG�EHHQ�SXEOLVKHG�LQ�WKH�1HWKHUODQGV�IRU�PRUH�WKDQ�WHQ�\HDUV�DW�WKDW�WLPH�EXW�KDG�RQO\�UHFHQWO\�VWDUWHG�WR�DSSHDU�LQ� *HUPDQ\�� )UDQFH� DQG� 6ZLW]HUODQG� �0DUTXqV�� ������� $OWKRXJK� OH� ELODQ� VRFLDO EHFDPH� D�OHJDO�UHTXLUHPHQW�LQ�)UDQFH�LQ�������WKH�1HWKHUODQGV�IDLOHG�WR�WDNH�D�VLPLODU�SRVLWLRQ�GHVSLWH�WKH�IDFW�WKDW�)UDQFH�KDG�OHVV�H[SHULHQFH�LQ�WKHLU�SUHSDUDWLRQ�FRPSDUHG�WR�WKH�'XWFK��0DUTXqV�����������,Q� VXPPDU\�� GHVSLWH� WKH�GHYHORSPHQWV� LQ� WKH�86�� WKH�8.�DQG�PDLQODQG�(XURSH� UHIHUUHG� WR�DERYH��WKHUH�ZDV�QR�V\VWHPDWLF�DWWHPSW�E\�QDWLRQDO�JRYHUQPHQWV��WKH�DFFRXQWDQF\�SURIHVVLRQ��LWV� VWDQGDUG�VHWWLQJ� ERGLHV� RU� RWKHU� UHJXODWRU\�ERGLHV� WR� LQWURGXFH� VSHFLILF� UHTXLUHPHQWV� IRU�FRPSDQLHV�WR�DFFRXQW�IRU�WKHLU�VRFLDO�DQG�HQYLURQPHQWDO�LPSDFWV�RXWVLGH�RI�D�SUHGRPLQDQWO\�OHJDO� DQG�PDUNHWV�RULHQWDWHG� SHUVSHFWLYH�� ,Q� VHHNLQJ� D� SUDJPDWLF� VROXWLRQ� WR� YDULRXV� QHHGV�DQG� ZDQWV� RI� WKH� GLIIHUHQFH� XVHU� JURXSV�� LW� EHFDPH� SULPDULO\� D� PDWWHU� RI� GHFLGLQJ� ZKLFK�JURXSV� VKRXOG� EH� JLYHQ� SUHIHUHQFH� LQ� WHUPV� RI� WKH� ILQDQFLDO� UHSRUWLQJ� REOLJDWLRQV� RI�FRPSDQLHV��,Q�PDNLQJ�WKLV�GHFLVLRQ��QDWLRQDO�SURIHVVLRQDO�DFFRXQWDQF\�ERGLHV��OHG�E\�WKRVH�LQ�WKH�86�DQG�8.��ZLWK�WKH�IXOO�VXSSRUW�RI� WKH�UHJXODWRU\�DJHQFLHV�VXFK�DV�WKH�6(& LQ�WKH�86�DQG� WKHLU� UHVSHFWLYH� QDWLRQDO� JRYHUQPHQWV�� FKRVH� WR� SODFH� WKH� HFRQRPLF� LQWHUHVWV� RI�VKDUHKROGHUV�DQG�FUHGLWRUV�DERYH� WKRVH�RI�RWKHU�XVHU�JURXSV��$FFRUGLQJ� WR�8OOPDQQ���������IRU�H[DPSOH��WRGD\¶V�DFFRXQWLQJ�SULQFLSOHV��GHYHORSHG�RYHU�PDQ\�FHQWXULHV��³«�DUH�EDVHG�QRW�
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VR�PXFK�RQ�D�WKHRU\�DV�RQ�D�FRQVHQVXV�DPRQJ�WKH�SDUWLHV�DV�WR�ZKDW�VKRXOG�EH�PHDVXUHG�DQG�KRZ�WKLV�VKRXOG�EH�GRQH´��S�������0DLQODQG�(XURSH�DQG�RWKHU�SDUWV�RI�WKH�GHYHORSHG�ZRUOG�IROORZHG�WKH�VDPH�SDWK��,Q�WKH�����V��WKH�DFFRXQWDQF\�SURIHVVLRQ¶V�IRFXV�ZDV�IL[HG�ILUPO\�RQ�VHUYLQJ� WKH� QHHGV� RI� LQYHVWRUV�� DV� GHPRQVWUDWHG� E\� WKH� UHSRUW� RI� WKH� -HQNLQV� &RPPLWWHH��$,&3$���������D�VSHFLDO�FRPPLWWHH�RQ�ILQDQFLDO�UHSRUWLQJ�VHW�XS�E\�WKH�$,&3$��WKH�SXUSRVH�RI� ZKLFK� ZDV� ³«� WR� GHWHUPLQH� WKH� LQIRUPDWLRQ� QHHGV� RI� XVHUV�� WR� LGHQWLI\� WKH� W\SHV� RI�LQIRUPDWLRQ� PRVW� XVHIXO� LQ� SUHGLFWLQJ� HDUQLQJV� DQG� FDVK� IORZV� IRU� WKH� SXUSRVH� RI� YDOXLQJ�HTXLW\� VHFXULWLHV� DQG� DVVHVVLQJ� WKH� SURVSHFWV� RI� UHSD\PHQW� RI� GHEW� VHFXULWLHV� DQG� ORDQV´��$,&3$�� ������ S����� 'HVSLWH� HDUO\�� HQFRXUDJLQJ� ZRUN� �VHH�� IRU� H[DPSOH�� WKH� HDUO\� ����V�UHSRUWV� IURP� WKH� $$$� �����D�� E�� ������ ����E�� ������ DQG� &,0$� ������� RQ� HQHUJ\�DFFRXQWLQJ�� WKH� DFFRXQWLQJ� IUDPHZRUN� SURMHFW� UHPDLQHG� ODUJHO\� XQFKDQJHG� �EXW� QRW�XQFKDOOHQJHG���DQG�VRFLDO�DQG�HQYLURQPHQWDO�DFFRXQWLQJ�ZDV�HIIHFWLYHO\� µOHIW� WR� WKH�PDUNHW¶�RQ�WKH�DVVXPSWLRQ�WKDW�LI�LW�ZDV�D�JRRG�WKLQJ�WKHQ�FRPSDQLHV�ZRXOG�FRQWLQXH�WR�VXSSO\�LW�DQG�VKDUHKROGHUV�ZRXOG�FRQWLQXH�WR�GHPDQG�LW��*UD\�DQG�6WRQH�����������:KLOVW� WKHVH� GHYHORSPHQWV� SUHVHQW� D� UDWKHU� GHSUHVVLQJ� RYHUYLHZ� RI� D� VHULRXV� DSSURDFK� WR�µDFFRXQWLQJ� IRU� WKH� HQYLURQPHQW¶�� LW� LV� ZRUWK� UHFDOOLQJ� WKDW� WKH� SUHVHQW� ILQDQFLDO� UHSRUWLQJ�IUDPHZRUN�LV�QRW��QRU�ZDV�LW�HYHU��GHVLJQHG�WR�DGGUHVV�FRQFHSWV�SHUWDLQLQJ�WR�WKH�SURWHFWLRQ��PDLQWHQDQFH�DQG�UHVWRUDWLRQ�RI�WKH�QDWXUDO�HQYLURQPHQW��)XQGDPHQWDOO\��WKHUH�LV�D�OLPLW�WR�WKH�H[WHQW� WR� ZKLFK� WKLV� IUDPHZRUN� FDQ� EH� EHQW� DQG� WZLVWHG� WR� PHHW� VXFK� GHPDQGV� �+LEELWW��������� ,QGHHG�� LW� LV�KLJKO\�TXHVWLRQDEOH�ZKHWKHU�D�VHULRXV�DSSURDFK� WR�HQYLURQPHQWDO� LVVXHV�FDQ� HYHU� EH FRQGXFWHG� ZLWKLQ� VXFK� D� OLPLWHG� OHJDOLVWLF� DQG� RYHUWO\� HFRQRPLF� IUDPHZRUN��,URQLFDOO\�� ZKLOVW� QRW� GLVWXUELQJ� WKH� WUDGLWLRQDO� ILQDQFLDO� UHSRUWLQJ� IUDPHZRUN�� D� QXPEHU� RI�GHYHORSPHQWV�LQ�WKH�SUDFWLFH�RI�HQYLURQPHQWDO�UHSRUWLQJ�DQG�GLVFORVXUH�GLG�VWDUW�WR�WDNH�SODFH�LQ�WKH�HDUO\�����V�DV�WKH�DFFRXQWDQF\�SURIHVVLRQ�VRXJKW�WR�SURPRWH�LWV�H[SHUWLVH�LQ�WKH�ILHOGV�RI� HQYLURQPHQWDO� PDQDJHPHQW�� DFFRXQWLQJ�� UHSRUWLQJ� DQG� DXGLWLQJ� �VHH�� IRU� H[DPSOH��'ULHsQKXL]HQ�HW�DO���������*UD\�HW�DO����������,Q DGGLWLRQ��DFFRXQWLQJ ILUPV�DQG�UHSUHVHQWDWLYH�ERGLHV�RI�WKH�DFFRXQWDQF\�SURIHVVLRQ�VWDUWHG�WR�WDNH�HQYLURQPHQWDO�DFFRXQWLQJ�DQG�UHSRUWLQJ�PDWWHUV� PXFK� PRUH� VHULRXVO\� LQ� H[DPLQLQJ� WKH� QHHG� IRU� DFFRXQWLQJ� VWDQGDUGV� RQ�HQYLURQPHQWDO�LVVXHV�DQG�DGGLWLRQDO�JXLGDQFH�RQ�HQYLURQPHQWDO�UHSRUWLQJ�DQG�DXGLWLQJ�LVVXHV��VHH��IRU�H[DPSOH��$,&3$��������&,&$������E��'57��������'77��������)((������������D�������� ,$3&�������������� ,&$$�������� ,&$(:�������� ,)$&��������.DPS�5RHODQGV��������������.30*�������������������DQG�����E��6$,&$���������$�QXPEHU�RI�RUJDQL]DWLRQV�KDYH�EHHQ�SDUWLFXODUO\�LQIOXHQWLDO�LQ�WKLV�UHVSHFW��LQFOXGLQJ�$&&$��&,&$��DQG�5R\DO�1,95$��7KH�&,&$��IRU�H[DPSOH��ZDV�SDUWLFXODUO\�DFWLYH�LQ�SXEOLVKLQJ�D�VHULHV�RI�PRQRJUDSKV�RQ�PDWWHUV�UHODWLQJ�WR�HQYLURQPHQWDO�LVVXHV��&,&$������������D��E��F������D��E������D��E���7KH�(XURSHDQ�DFFRXQWDQF\�SURIHVVLRQ��WKURXJK�LWV�UHSUHVHQWDWLYH�ERG\��)((��KDV�DOVR�EHFRPH�YHU\�DFWLYH�LQ�WKLV� ILHOG� �VHH�� IRU� H[DPSOH�� $GDPV� HW� DO��� ������ $GDPV� DQG� -DFNVRQ�� ������ )((� ����D������E��������������������.DPS�5RHODQGV����������������2QH�RI� WKH�PRVW�VLJQLILFDQW�GHYHORSPHQWV� WR�FRPH�RXW�RI� WKH�����V� LQ� WKLV�FRQWH[W�ZDV�WKH�$&&$¶V�IRXQGLQJ�RI�WKH�8.�(QYLURQPHQWDO�5HSRUWLQJ�$ZDUGV �(5$��LQ�������7KH�VFKHPH�ZDV� VHW�XS�ZLWK� WKH�DLP�RI� UDLVLQJ� WKH�SURILOH�RI�HQYLURQPHQWDO� UHSRUWLQJ� LQ� WKH�8.�DQG� WR�HQFRXUDJH� 8.� RUJDQL]DWLRQV� WR� SXEOLFO\� UHSRUW� RQ� WKH� LPSDFW� RI� WKHLU� DFWLYLWLHV� RQ� WKH�HQYLURQPHQW��$&&$������E���6LQFH�LWV�IRUPDWLRQ�WKH�(5$�VFKHPH�KDV�KDG�D�PDMRU�LPSDFW�RQ�WKH�GLUHFWLRQ��TXDOLW\�DQG�UHSXWDWLRQ�RI�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ�QRW�RQO\�LQ�WKH�8.�EXW� DOVR� LQWHUQDWLRQDOO\� DV� LW� JDLQHG� LQ� UHSXWDWLRQ� DV� RQH� RI� WKH� ZRUOG¶V� PRVW� SUHVWLJLRXV�
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DZDUGV� IRU� µJRRG¶� DQG� µEHWWHU¶� HQYLURQPHQWDO� UHSRUWLQJ� SUDFWLFHV�� 1DWLRQDO� DFFRXQWDQF\�ERGLHV� IROORZHG� WKH� OHDG� VHW� E\� WKH�$&&$�ZLWK� WKH� VHWWLQJ� XS� RI� WKHLU� RZQ�HQYLURQPHQWDO�UHSRUWLQJ�DZDUGV�VFKHPHV�± 'HQPDUN��WKH�1HWKHUODQGV�DQG�1RUZD\�LQ�������%HOJLXP��)UDQFH�DQG�*HUPDQ\� LQ� ������ )LQODQG�� 3RUWXJDO� DQG� 6ZLW]HUODQG� LQ� ������$XVWULD� DQG� 6ZHGHQ� LQ������� ,UHODQG� LQ� �������� 7KHVH� GHYHORSPHQWV� DUH� PLUURUHG� DW� WKH� (XURSHDQ� OHYHO� ZLWK� WKH�IRUPDWLRQ� RI� D� (XURSHDQ� (QYLURQPHQWDO� 5HSRUWLQJ� $ZDUGV� �((5$�� VFKHPH� LQ� ����� E\�DFFRXQWDQF\� ERGLHV� IURP� WKUHH� FRXQWULHV� �'HQPDUN�� WKH� 1HWKHUODQGV� DQG� WKH� 8.��� 7KH�QXPEHU�RI�DFFRXQWDQF\�ERGLHV�UHSUHVHQWHG�LQ�((5$�KDV�LQFUHDVHG�VWHDGLO\�VLQFH�WKHQ�DQG�DW�WKH�SUHVHQW� WLPH� ������� WKH� IXOO� OLVW� LV�PDGH�XS�RI����DFFRXQWDQF\�ERGLHV� IURP����GLIIHUHQW�(XURSHDQ� FRXQWULHV� �$XVWULD�� %HOJLXP�� 'HQPDUN�� )LQODQG�� )UDQFH�� *HUPDQ\�� ,UHODQG�� ,WDO\��/X[HPERXUJ�� WKH�1HWKHUODQGV��1RUZD\��3RUWXJDO��6SDLQ��6ZHGHQ��6ZLW]HUODQG� DQG� WKH�8.��HDFK�RI�ZKLFK�VXEPLWV�ZLQQLQJ�UHSRUWV�WR�WKH�SDQHO�RI�MXGJHV�IRU�WKH�DQQXDO�DZDUGV��,Q�������UHIOHFWLQJ� GHYHORSPHQWV� LQ� FRUSRUDWH� UHSRUWLQJ� SUDFWLFH�� WKH� ((5$� ZDV� UH�QDPHG� WKH�(XURSHDQ�6XVWDLQDELOLW\�5HSRUWLQJ�$ZDUGV��(65$�����6LQFH�LWV�LQDXJXUDWLRQ�LQ�������(65$�KDV� UHFHLYHG� WKH� SXEOLF� VXSSRUW� RI� 81(3�� WKH� (XURSHDQ� &RPPLVVLRQ�� WKH� (XURSHDQ�(QYLURQPHQW�$JHQF\��(($��DQG�WKH�(XURSHDQ�3DUOLDPHQW��ZLWK�KLJK�OHYHO�UHSUHVHQWDWLYHV�RI�HDFK�EHLQJ�SUHVHQW�RQ�DW� OHDVW�RQH�RFFDVLRQ�LQ�D�OHDG�UROH�DW�WKH�DQQXDO�DZDUGV�FHUHPRQ\�LQ�%UXVVHOV��7KHVH� GHYHORSPHQWV� VLJQDO� FRQVLGHUDEOH� SROLWLFDO� VXSSRUW� IRU� WKH� SURPRWLRQ� E\� WKH�DFFRXQWDQF\�SURIHVVLRQ�RI�LQFUHDVHG�FRUSRUDWH�DFWLYLW\�LQ�WKLV�DUHD��:KLOVW�WKLV�PD\�ZHOO�KDYH�EHHQ�D� UHDFWLRQ� WR�� DQG� WKH�FRPPHUFLDO�H[SORLWDWLRQ�RI�� WKH�HPHUJHQFH�RI�DQ� µDXGLW� VRFLHW\¶�DQG�D�JURZLQJ�VHQVH�RI�D�QHHG�IRU�JUHDWHU�OHYHOV�RI�DVVXUDQFH�LQ�PDQ\�DVSHFWV�RI�VRFLHW\��VHH��IRU� H[DPSOH�� 3RZHU�� ������ ����D�� E�� ����D�� E��� WKHUH� LV� QR� GRXEW� WKDW� WKH� DFFRXQWDQF\�SURIHVVLRQ¶V� SRVLWLRQ� RQ� LVVXHV� FKDQJHG� QRWLFHDEO\� GXULQJ� WKH� FRXUVH� RI� WKH� ����V� DV�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ�EHFDPH�D�PRUH�QRUPDOLVHG�SDUW�RI�WKH�FRUSRUDWH�UHSRUWLQJ�URDGVKRZ��$Q�RYHUYLHZ�RI�VRPH�RI�WKH�PRUH�VLJQLILFDQW�GHYHORSPHQWV�DQG�WUHQGV�LQ�WKLV�DUHD�LV�SURYLGHG�LQ�WKH�QH[W�VHFWLRQ�
��� 'HYHORSPHQWV�	�WUHQGV�LQ�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ�LQ�WKH�����V7KH�QDWXUDO�HQYLURQPHQW�KDV�EHHQ�DQ�LPSRUWDQW�HOHPHQW�RI�GHYHORSPHQWV�LQ�&65�DQG�&65HVS�LQ�ERWK� WKH�8QLWHG�6WDWHV�DQG�FRQWLQHQWDO�(XURSH��HVSHFLDOO\�*HUPDQ\�� WKH�1HWKHUODQGV�DQG�WKH�6FDQGLQDYLDQ�FRXQWULHV��VLQFH�WKH�����V��*UD\�HW�DO������������(DUO\�LQWHUHVW�LQ�FRUSRUDWH�HQYLURQPHQWDO� GLVFORVXUH� DQG� UHSRUWLQJ� WHQGHG� WR� IRFXV�RQ� LVVXHV�RI�SROOXWLRQ�SHU� VH UDWKHU�WKDQ�ZLWK�WKH�EURDGHU�LVVXH�RI�WKH�UHODWLRQVKLS�EHWZHHQ�EXVLQHVV�DQG�WKH�HQYLURQPHQW��VHH��IRU�H[DPSOH�� 2ZHQ�� ������� )ROORZLQJ� WKH� RLO� FULVLV� LQ� ������ IRU� H[DPSOH�� EXVLQHVV� EHFDPH�FRQFHUQHG�ZLWK�LVVXHV�VXUURXQGLQJ�HQHUJ\�DQG�HQHUJ\�HIILFLHQF\��DOWKRXJK�E\�WKH�HDUO\�����V�WKLV�WRR�KDG�EHFRPH�D�SHULSKHUDO�LVVXH�LQ�WKH�FRQWH[W�RI�&65��*UD\�HW�DO����������+RZHYHU��D�VLJQLILFDQW� FKDQJH� LQ� WKH�JHQHUDO� DWWLWXGH�RI� WKH�SXEOLF� WRZDUGV� HQYLURQPHQWDO� LVVXHV� LQ� WKH�����V� FRLQFLGHG� ZLWK� D� QRWLFHDEOH� FKDQJH� LQ� WKH� ZD\� LQ� ZKLFK� EXVLQHVV� RUJDQL]DWLRQV�DSSURDFKHG� WKHLU� PDQDJHPHQW� DQG� UHSRUWLQJ� RI� HQYLURQPHQWDO� LVVXHV�� ,W� ZDV� GXULQJ� WKLV�SHULRG�WKDW�H[SHULPHQWV� LQ�QHZ�IRUPV�RI�µDFFRXQWLQJ�IRU�WKH�HQYLURQPHQW¶�FDPH�WR�WKH�IRUH��PDQ\�RI�WKH�PRUH�ZHOO�NQRZ�H[SHULPHQWV�FRPLQJ�LQ�WKH�HDUO\�����V�IURP�FRPSDQLHV�VXFK�DV�1RUVN�+\GUR��������LQ� WKH�8.�DQG�1RUZD\��%62�2ULJLQ��������LQ� WKH�1HWKHUODQGV�DQG�WKH�'DQLVK�6WHHO�:RUNV� ������� LQ�'HQPDUN��6XFK�HDUO\� H[SHULPHQWV�RSHQHG� WKH�GRRU� IRU� ILUVW�WLPHUV� DQG� WUDLOEOD]HUV� WR� H[SORUH� DQG� H[SHULPHQW� ZLWK� D� OLPLWOHVV� DUUD\� RI� QHZ� IRUPV� RI�
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HQYLURQPHQWDO� DFFRXQWLQJ� DQG� UHSRUWLQJ���� %\� WKH� HDUO\� ����V�� D� YDULHW\� RI� GLIIHUHQW�DSSURDFKHV� WR� µDFFRXQWLQJ� IRU� WKH� HQYLURQPHQW¶� PHDQW� WKDW� WKH� ODWWHU� KDG� EHFRPH� D� UDWKHU�ORRVHO\�XVHG� WHUP� ZLWK� PDQ\� GLIIHUHQW� PHDQLQJV� DQG� FRQQRWDWLRQV �'ULHsQKXL]HQ� HW� DO���������� $� W\SRORJ\� RI� WKH� GLIIHUHQW� DSSURDFKHV� WR� FRUSRUDWH� HQYLURQPHQWDO� UHSRUWLQJ� LV�SUHVHQWHG�LQ�7DEOH�����EHORZ�
7DEOH����$�W\SRORJ\�RI�DSSURDFKHV�WR�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ5HSRUWLQJ�W\SH 'HVFULSWLRQ
'HVFULSWLYH��SHUIRUPDQFH�UHSRUWLQJ

$Q� DSSURDFK� SRSXODULVHG� LQ� WKH�8.� LQ� WKH� HDUO\� ����V�ZLWK�PDQ\�8.�FRPSDQLHV� OHDGLQJ� WKH� ZD\� WKURXJK� WKH� SXEOLFDWLRQ� RI� VHSDUDWH� VWDQG �DORQH�HQYLURQPHQW�UHSRUWV��7KHVH�UHSRUWV�W\SLFDOO\�LQFOXGHG�D�VWDWHPHQW�RI�SROLF\� LQ� UHODWLRQ� WR� HQYLURQPHQWDO� LVVXHV� DQG� SHUIRUPDQFH� GDWD� RQ�HPLVVLRQV�� UHF\FOLQJ� DQG� HQHUJ\� VDYLQJV�� 6XFK� UHSRUWV� ZHUH� VHHQ� DV�H[KLELWLQJ� µEHVW� SUDFWLFH¶� DQG� ZHUH� WKH� VRXUFH� PDWHULDO� IRU� WKH� 8.¶V�HQYLURQPHQWDO�UHSRUWLQJ�DZDUGV��(5$��VFKHPH�HVWDEOLVKHG�E\�WKH�$&&$�IURP������RQZDUGV��4XDQWLWDWLYH�UHSRUWLQJ (PSKDVLVHV�TXDQWLILFDWLRQ�RI�GDWD�DQG�WHQGV�WR�JR�D�VWHS�IXUWKHU�WKDQ�WKH�HQYLURQPHQW�UHSRUWV�GHVFULEHG�DERYH�E\�SURYLGLQJ�D�PRUH�KROLVWLF�SLFWXUH�RI�DQ�RUJDQL]DWLRQ¶V�LQWHUDFWLRQ�ZLWK�WKH�HQYLURQPHQW� 7KH�GLVWLQJXLVKLQJ�IHDWXUH� RI� VXFK� UHSRUWV� LV� WKH� LQFOXVLRQ� RI� D� IRUP� RI� TXDQWLWDWLYH� LQSXW �RXWSXW� DQDO\VLV�� W\SLFDOO\� UHIHUUHG� WR� DV� D� µPDVV�EDODQFH¶�� RU�gNRELODQ]��UHSRUWLQJ�DOO�WKH�LQSXWV�DQG�RXWSXWV�UHODWLQJ�WR�D�SURFHVV��SURGXFW��GLYLVLRQ�RU�HQWLW\��)LQDQFLDO�HQYLURQPHQWDO�UHSRUWLQJ
7KH� PRVW� DGYHQWXURXV� DQG� OHDVW� GHYHORSHG� W\SH� RI� HQYLURQPHQWDO�UHSRUWLQJ�� LQYROYLQJ� DWWHPSWV� WR� OLQN� ILQDQFLDO� UHSRUWLQJ� ZLWK�HQYLURQPHQWDO� LPSDFWV� SUHVHQWO\� PLVVLQJ� IURP� PDLQVWUHDP� ILQDQFLDO�DFFRXQWLQJ�XQGHU�*$$3��VRPHWLPHV�UHIHUUHG�WR�DV�µH[WHUQDOLWLHV¶��6RXUFH��*UD\�HW�DO��������7KH� GHVFULSWLYH�SHUIRUPDQFH� DSSURDFK� LV� SHUKDSV� WKH� PRVW� FRPPRQ� IRUP� DURXQG� WRGD\�FRYHULQJ� DV� LW� GRHV� WKH� VWDQG�DORQH� HQYLURQPHQW� UHSRUWV� DW� VLWH�� UHJLRQDO� RU� FRUSRUDWH� �L�H���FRPSDQ\�ZLGH�� OHYHO�� 6RPH� ZHOO�NQRZQ� 8.� FRUSRUDWLRQV� ZHUH� DW� WKH� IRUHIURQW� RI�GHYHORSPHQWV� LQ� WKH� HDUO\� ����V�� LQFOXGLQJ�%ULWLVK�$LUZD\V��%ULWLVK�*DV� �QRZ�%*�*URXS���%ULWLVK�3HWUROHXP��%3���%ULWLVK�7HOHFRP��%7���,&,�DQG�WKH�%RG\�6KRS��*UD\�HW�DO������������0DQ\� PDLQODQG (XURSHDQ� FRPSDQLHV� ZHUH� DOVR� H[SHULPHQWLQJ� ZLWK� WKLV� IRUP� RI�HQYLURQPHQWDO� UHSRUWLQJ� LQ� WKH� HDUO\� ����V�� QRWDEO\� WKH� 6ZLVV� FRPSDQ\� &LED�� ZKLFK�SXEOLVKHG� LWV� ILUVW� FRUSRUDWH� HQYLURQPHQW� UHSRUW� LQ� ����� �5REHUWV�� &��� ������� ,Q� *HUPDQ\��SHUKDSV�WKH�PRVW�GHYHORSHG�FRXQWU\�LQ�UHODWLRQ�WR�WKH�WKHRU\�DQG�SUDFWLFH�RI�VRFLDO�UHSRUWLQJ�LQ�WKH�����V��VWDQG�DORQH�HQYLURQPHQW�UHSRUWV�VWDUWHG�WR�DSSHDU�LQ�WKH�PLG�����V��SDUWLFXODUO\�DPRQJVW�WKH�OHDGHUV�RI�VRFLDO�UHSRUWLQJ��,Q�WKH�����V��HQYLURQPHQWDO�UHSRUWLQJ��DV�RQH�DVSHFW�RI�VRFLDO�UHSRUWLQJ��KDG�DOUHDG\�VWDUWHG�WR�DSSHDU�LQ�RQH�IRUP�RU�DQRWKHU�LQ�WKH�YDULRXV�IRUPV�RI� VRFLDO�VRFLHWDO� UHSRUWV�� NQRZQ� DV� 6R]LDOELODQ] �'LHUNHV�� ������� %\� WKH� ODWH� ����V�� WKLV�VLWXDWLRQ�KDG�FKDQJHG�DQG�HQYLURQPHQWDO�UHSRUWLQJ�KDG�EHFRPH�D�VHSDUDWH�IRUP�RI�UHSRUWLQJ�LQ� LWV� RZQ� ULJKW� ZLWK� PDQ\� RI� WKH� ODUJH� LQGXVWULDO� *HUPDQ� FRPSDQLHV� SXEOLVKLQJ� OHQJWK\�HQYLURQPHQW� UHSRUWV�� $� QXPEHU� RI� RWKHU� NH\� SULYDWH�� YROXQWDU\� LQLWLDWLYHV� HPHUJHG� LQ� WKLV�SDUWLFXODU�ILHOG�LQ�WKH�����V��QRWDEO\��
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x WKH�&RPLQJ�&OHDQ UHSRUW�RI�'77,��,,6'�	�6XVWDLQ$ELOLW\��������ZKLFK�SURYLGHG�D�ILYH�VWDJH� HQYLURQPHQWDO� UHSRUWLQJ� PRGHO�� IURP� µJUHHQ� JORVVLHV¶� WR� VXVWDLQDEOH�GHYHORSPHQW�UHSRUWLQJ��x WKH�&RPSDQ\�(QYLURQPHQWDO�5HSRUWLQJ�UHSRUW�RI�81(3�,(���������GHVLJQHG�WR�PHHW�HPHUJLQJ VWDNHKROGHU� H[SHFWDWLRQV� DQG� ZLGHO\� UHJDUGHG� DW� WKH� WLPH� DV� WKH� PRVW�FRPSUHKHQVLYH�VHW�RI�HQYLURQPHQWDO�UHSRUWLQJ�JXLGHOLQHV�WR�GDWH��LQFOXGLQJ�D�OLVW�RI����HQYLURQPHQWDO�UHSRUWLQJ�LQJUHGLHQWV��DQG�x WKH�6XVWDLQ$ELOLW\�81(3������������D��E��������VHULHV�RI VXUYH\V�ZKLFK�HYDOXDWHG�WKH� VWDQGDUG� RI� HQYLURQPHQW� UHSRUWV� DURXQG� WKH� ZRUOG� DQG� ZKLFK� GHOLEHUDWHO\�DWWHPSWHG�WR�HPEDUUDVV�KLJK�SURILOH�µQRQ�UHSRUWHUV¶��6XVWDLQ$ELOLW\�81(3��������2QH�LQGLFDWLRQ�RI�WKH�EUHDGWK�RI�WKHVH�LQLWLDWLYHV�LV�SURYLGHG�E\�.30*������E��ZKR�OLVW���RUJDQL]DWLRQV� DV� KDYLQJ� SXEOLVKHG� UHFRPPHQGDWLRQV� DQG� JXLGHOLQHV� IRU� FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ�IURP�DURXQG�WKH�ZRUOG��$OWKRXJK�WKLV�OLVW�LV�E\�QR�PHDQV�H[KDXVWLYH��LV� GRHV� JLYH� D� IODYRXU� RI� WKH� QXPEHU� DQG� W\SH� RI� RUJDQL]DWLRQV� LQYROYHG� LQ� SURPRWLQJ�GHYHORSPHQWV�LQ�WKLV�ILHOG���7KH� TXDQWLWDWLYH� DSSURDFK� WR� UHSRUWLQJ� �7DEOH� ����� DOVR� GHYHORSHG� LQ� WKH� HDUO\� ����V�ZLWK�OHDGLQJ�H[DPSOHV�FRPLQJ�PDLQO\�IURP�H[SHULPHQWV�E\�FRPSDQLHV�LQ�PDLQODQG�(XURSH��7KLV�W\SH� RI� UHSRUWLQJ� LQFOXGHV� WKH� VR�FDOOHG� 7HXWRQLF� PRGHO� RI� GLVFORVXUH� ZKLFK� LQYROYHV� DQ�DWWHPSW� WR� FDSWXUH�ZKDW� FRPSDQLHV� WDNH� LQ� �µLQSXWV¶�� DQG�ZKDW� WKH\� SURGXFH� �µRXWSXWV¶�� WR�VKRZ� WKH� FRPSDQ\¶V� QHW� LPSDFW� RQ� WKH� HQYLURQPHQW� �VHH�� IRU� H[DPSOH�� 7KH� (FRQRPLVW������E��� 6RPH� RI� WKH� PRUH� ZHOO�NQRZQ� H[DPSOHV� LQFOXGH� WKH� gNRELODQ]� �HQYLURQPHQW�UHSRUW�HFR�EDODQFH�� GHYHORSHG� LQ� *HUPDQ\�� $XVWULD�� 'HQPDUN� DQG� 6ZLW]HUODQG� DQG�LQIOXHQFHG� FRQVLGHUDEO\� E\� WKH� ZRUN� RI� WKH� ,QVWLWXWHV� RI� (QYLURQPHQWDO� 5HVHDUFK� LQ�(FRQRPLFV��,g:��LQ�*HUPDQ\�DQG�$XVWULD��VHH��IRU�H[DPSOH��)((��������-DVFK���������2QH�RI�WKH�EHVW�NQRZQ�DQG�HDUOLHVW�SXEOLVKHG�UHSRUWV�RI�WKLV�W\SH�RI�UHSRUWLQJ�ZDV�SURYLGHG�E\�WKH�'DQLVK� 6WHHO�:RUNV� /WG� �'HW� 'DQVNH� 6WnOYDOVHY UN�$�6�� LQ� LWV� ����� DQQXDO� UHSRUW�ZKLFK�LQFOXGHG�D�VHW�RI�µ*UHHQ�$FFRXQWV¶�FRQWDLQLQJ�D�PDVV�EDODQFH��LQSXW�RXWSXW��DQDO\VLV�RI� WKH�FRPSDQ\¶V�VWHHO�PDNLQJ�RSHUDWLRQ��%DQN�-RUJHQVHQ���������7KH�WKLUG�W\SH�RI�UHSRUW�UHIHUUHG�WR� LQ�7DEOH����� LV� WKH� OHDVW� FRPPRQ��GXH�SHUKDSV� WR� WKH�GLIILFXOWLHV� LQYROYHG�DV�ZHOO�DV� WKH�VHQVLWLYLWLHV�DVVRFLDWHG�ZLWK�LQWHUQDOLVLQJ�FRVWV�WKDW�DUH�SUHVHQWO\�ERUQH�E\�VRFLHW\��2QH�RI�WKH�PRVW�ZLGHO\�UHSRUWHG�H[SHULPHQWV�LQ�WKLV�DUHD�LQ�WKH�HDUO\�����V�ZDV�E\�WKH�'XWFK�FRQVXOWLQJ�DQG�HOHFWULFDO�HQJLQHHULQJ�ILUP�%62�2ULJLQ� �+XL]LQJ�DQG�'HNNHU���������,Q�LWV������DQQXDO�UHSRUW��%62�2ULJLQ�SUHVHQWHG�D�VHW�RI�ILQDQFLDO�VWDWHPHQWV��ZKLFK��DOWKRXJK�VHULRXVO\�IODZHG��*UD\� HW� DO��� ������� SURYLGHV� DQ� HVWLPDWH� RI� WKH� µHQYLURQPHQWDO� YDOXH� ORVW¶� �DV� RSSRVHG� WR�YDOXH� DGGHG�� DULVLQJ� IURP� WKH� FRPSDQ\¶V� DFWLYLWLHV�� ZKLFK� DUH� GHGXFWHG� IURP� WKH� ILQDQFLDO�JDLQ�IURP�HFRQRPLF�DFWLYLWLHV��L�H��LWV�QHW�SURILW��WR�DUULYH�DW�D�ILJXUH�IRU�µQHW�DGGHG�YDOXH¶�,Q�DGGLWLRQ�WR�WKH�WKUHH�W\SHV�RI�HQYLURQPHQWDO�UHSRUWLQJ�VKRZQ�LQ�7DEOH�����DERYH��WKHUH�DUH�DOVR�RWKHU�PRUH�VSHFLILF� W\SHV�RI�UHSRUWLQJ��VXFK�DV�FRPSOLDQFH�EDVHG�UHSRUWLQJ�DQG�SURGXFW�IRFXVHG�UHSRUWLQJ��$&&$���������([DPSOHV�RI�FRPSOLDQFH�EDVHG�UHSRUWLQJ�W\SLFDOO\�UHTXLUH�UHSRUWLQJ�RQ� WKH� OHYHO�RI�FRPSOLDQFH�ZLWK�FRQVHQW� OLPLWV�DQG�SROOXWLRQ�SHUPLWV��D� IHDWXUH�RI�KHDYLO\� UHJXODWHG� VHFWRUV� VXFK� DV� WKH�ZDWHU� DQG� HOHFWULFLW\� LQGXVWULHV� LQ� WKH�8.�� ,Q� WKH�86��FRPSDQLHV� DUH� UHTXLUHG� XQGHU� WKH�86�(3$¶V�7R[LF�5HOHDVH� ,QYHQWRU\� �75,�� UHJXODWLRQV� WRSXEOLVK� OLVWV�GHWDLOLQJ� LQ�SK\VLFDO�TXDQWLWLHV� WKHLU�HPLVVLRQV�RI�VXEVWDQFHV�OLVWHG�RQ�WKH�75,��3URGXFW� IRFXVHG� UHSRUWLQJ� LV� UDWKHU�XQFRPPRQ�EXW�RQH� H[DPSOH� LV� WKDW� RI�9ROYR� �6ZHGHQ��



3UDFWLFDO�GHYHORSPHQWV

��

ZKLFK�SURGXFHG�D�GHWDLOHG�HQYLURQPHQW�UHSRUW�IRU�RQH�VSHFLILF�9ROYR�PRGHO��$&&$���������,Q�DGGLWLRQ��GHYHORSPHQWV�LQ�WULSOH�ERWWRP�OLQH�UHSRUWLQJ��(ONLQJWRQ��������*5,��������������LQ�WKH�ODWH�����V�PHDQW�WKDW�D�QXPEHU�RI�FRPSDQLHV�ZHUH�PRYLQJ�WRZDUGV�SURYLGLQJ�GHWDLOHG�LQIRUPDWLRQ�RQ�HFRQRPLF��HQYLURQPHQWDO�DQG�VRFLDO�LVVXHV�LQ�D�VLQJOH�UHSRUW��7KH�ODWH�����V�DOVR�VDZ�GHYHORSPHQWV�LQ�VRFLDO�DQG�HWKLFDO�UHSRUWLQJ��,6($��������WKURXJK�ZKLFK�FRPSDQLHV�PD\� UHSRUW� HQYLURQPHQWDO� LVVXHV�� +RZHYHU�� LQ� WKH� FRQWH[W� RI� WKH� SUHVHQW� VWXG\�� WKH� PRVW�VLJQLILFDQW�GHYHORSPHQW�ZDV� WKH� LQFUHDVH� LQ� WKH�QXPEHU�RI�VWDQG�DORQH�HQYLURQPHQW� UHSRUWV�E\� ODUJH� (XURSHDQ� FRPSDQLHV� �VHH�� IRU� H[DPSOH�� .30*�� ������ ������ ����� DQG� ����D��.30*�:,00�� ������ ������ VHH� DOVR� .RON� HW� DO��� ����� ± WKH� UHVXOWV� RI� WKHVH� VXUYH\V� DUH�DGGUHVVHG�LQ�PRUH�GHWDLO�LQ�&KDSWHU�����,Q�WKH�1HWKHUODQGV��D�VXUYH\�RI�����'XWFK�FRPSDQLHV�E\�.30*�(QYLURQPHQWDO�&RQVXOWDQWV������� SURYLGHV�HYLGHQFH�RI�WKH�LQFUHDVLQJ�SRSXODULW\�RI�HQYLURQPHQW�UHSRUWV��$OWKRXJK�QRW�VHOHFWHG�RQ�DQ\�V\VWHPDWLF�EDVLV��RI�WKH�����FRPSDQLHV�VXUYH\HG������ ������KDG�SXEOLVKHG�DQ�HQYLURQPHQW� UHSRUW� LQ������ �������ZKLFK�FRPSDUHV�ZLWK����������UHSRUWV�LQ������DQG�DSSUR[LPDWHO\����������LQ�������+RZHYHU��WKHVH�ILJXUHV�DUH�VRPHZKDW�GLVWRUWHG�E\�WKH�IDFW�WKDW�RQO\����������RI�WKH�����HQYLURQPHQW�UHSRUWV�ZHUH�DW�FRUSRUDWH� OHYHO� �L�H�� IRU� WKH�FRPSDQ\¶V�ZRUOGZLGH�RSHUDWLRQV��� WKH� UHVW�EHLQJ�UHSRUWV�DW�VLWH��UHJLRQDO� RU� (XURSHDQ� OHYHO�� 7KH� ODUJHVW� QXPEHU� RI� UHSRUWV� ZDV� DW� VXEVLGLDU\� RU� VLWH� OHYHO�������� 7KHVH� UHVXOWV� DUH� LQWHUHVWLQJ� LQ� WKDW� WKH\� VXJJHVW� WKDW� PRVW� 'XWFK� FRPSDQLHV� DUH�IRFXVLQJ�RQ� UHSRUWLQJ�DW� ORFDO� OHYHO��ZKLFK� LV�FRQVLVWHQW�ZLWK� WKH�QHZ�'XWFK� UHJXODWLRQV�RQ�HQYLURQPHQWDO� UHSRUWLQJ� �VHH� 6HFWLRQ� ���� EHORZ�� WKDW� FDPH� LQWR� IRUFH� LQ� WKH� \HDU� ������'ULHsQKXL]HQ������D��E���KRZHYHU��UHSRUWV�WKDW�D�JURZLQJ�QXPEHU�RI�'XWFK�FRPSDQLHV�EHJDQ�SXEOLVKLQJ� YROXQWDU\� HQYLURQPHQW� UHSRUWV� ORQJ� EHIRUH� WKH� QHZ� 'XWFK� UHJXODWLRQV� PDGH� LW�FRPSXOVRU\�� 'ULHsQKXL]HQ� VXJJHVWV� D� QXPEHU� RI� GLIIHUHQW� UHDVRQV� IRU� WKLV�� WKH� SULPH� RQHV�EHLQJ�OHJLWLPDF\��L�H��LPSURYHG�SXEOLF�DFFHSWDQFH�RI�WKH�FRPSDQ\���SDUWLFXODUO\�LQ�WKH�FDVH�RI�WKH�FKHPLFDO� LQGXVWU\�DQG�WKH�JURZLQJ�DFNQRZOHGJHPHQW�RI�SXEOLF�DFFRXQWDELOLW\� WRZDUGV�D�EURDG� UDQJH�RI� VWDNHKROGHUV��2WKHUV� �VHH�� IRU�H[DPSOH��'77,��������.03*������E��RIIHU�D�VLPLODU�LQWHUSUHWDWLRQ�IRU�WKH�ULVH�LQ�(XURSHDQ�FRUSRUDWH�HQYLURQPHQW�UHSRUWV��VXJJHVWLQJ�LW�LV�GXH�WR�D�FRPELQDWLRQ�RI�VWDNHKROGHU�SUHVVXUH�DQG�VWDWXWRU\�UHTXLUHPHQWV�DV�ZHOO�DV�D�GHVLUH�WR�SUHVHQW� D�SRVLWLYH� LPDJH� LQ�DQ�HUD�ZKHQ� µJRLQJ�JUHHQ¶� LV� VHHQ�DV�D�QHFHVVDU\�DGMXVWPHQW� WR�FKDQJLQJ�FRQVXPHU�WDVWHV�DQG�IDVKLRQV��7KHVH�GLIIHUHQW�LQIOXHQFHV�SUREDEO\�SDUWO\�H[SODLQ�WKH�SUHVHQW�VWDWH�RI�DIIDLUV�ZKLFK�LV�ODUJHO\�D�µIUHH�IRU�DOO¶�ZLWK�OLWWOH�VLJQ�RI�D�GRPLQDQW�DSSURDFK�HPHUJLQJ��$V� QRWHG� E\�.30*�:,00� ������� S����� ³,Q� VSLWH� RI�PRXQWLQJ� H[SHULHQFH�ZLWK�UHSRUWLQJ�� WKH� GHEDWH� FRQWLQXHV� DERXW� ZKDW� VKRXOG� EH� UHSRUWHG� DQG� KRZ�� DQG� ZKHWKHU�VWDQGDUGLVDWLRQ�LV�SRVVLEOH�RU�HYHQ�GHVLUDEOH�´�
��� 5HJXODWRU\��TXDVL�UHJXODWRU\�DQG�VXSUD�QDWLRQDO�LQIOXHQFHV�LQ�WKH�����V7KH�YDULHW\�RI� UHSRUWLQJ� UHIHUUHG� WR�DERYH�KDV�EHHQ� LQIOXHQFHG�E\�FXOWXUDO� IDFWRUV� VXFK� WKDW�SDUWLFXODU�IRUPV�RI�HQYLURQPHQWDO�UHSRUWLQJ�GHYHORS�LQ�GLIIHUHQW�SDUWV�RI�WKH�ZRUOG��+RZHYHU��WKH� VRXUFH� IRU� PXFK� RI� WKH� LPSHWXV� ZKLFK� IRUFHG� HQYLURQPHQWDO� LVVXHV� WR� WKH� WRS� RI� WKH�(XURSHDQ�EXVLQHVV�DJHQGD�LQ�WKH�����V�LV�DUJXHG�WR�KDYH�FRPH�IURP�WKH�DFWLYLWLHV�RI�D�YDULHW\�RI�UHJXODWRU\�DQG�TXDVL�UHJXODWRU\�ERGLHV�WKDW�VRXJKW�WR�PDNH�HQYLURQPHQWDO�UHSRUWLQJ�SDUW�RI�PDLQVWUHDP�� UHJXODWHG� FRPSDQ\� UHSRUWLQJ� SUDFWLFH� �*UD\� HW� DO��� ��������� 6XSUD�QDWLRQDO�LQIOXHQFHV�RQ�&65�PD\�EH�FODVVLILHG�LQWR�WKUHH�EURDG�FDWHJRULHV��*UD\�HW�DO����������
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�L� LQWHUQDWLRQDO� JRYHUQPHQWDO� DQG� TXDVL�JRYHUQPHQWDO� RUJDQL]DWLRQV� �H�J�� WKH� (XURSHDQ�8QLRQ��(8���WKH�8QLWHG�1DWLRQV��81���WKH�2UJDQL]DWLRQ�IRU�(FRQRPLF�&RRSHUDWLRQ�DQG�'HYHORSPHQW��2('&��DQG�WKH�:RUOG�7UDGH�2UJDQL]DWLRQ��:72����LL� LQWHUQDWLRQDO� EXVLQHVV� RUJDQL]DWLRQV� �H�J�� WKH� ,QWHUQDWLRQDO� &KDPEHU� RI� &RPPHUFH��,&&����DQG��LLL� LQWHUQDWLRQDO� QRQ�JRYHUQPHQWDO� RUJDQL]DWLRQV� �H�J�� $PQHVW\� ,QWHUQDWLRQDO�� )ULHQGV� RI�WKH�(DUWK��)R(���*UHHQSHDFH�DQG�2[IDP���7KH� LQIOXHQFH� RI� LQWHUQDWLRQDO� JRYHUQPHQWDO� RUJDQL]DWLRQV� RQ�&65� LV� LQVHSDUDEOH� IURP� WKHUDLVRQ� G¶rWUH� RI� WKDW� RUJDQL]DWLRQ�� 7KH� :RUOG� 7UDGH� 2UJDQL]DWLRQ� �:72��� IRU� H[DPSOH��ZKRVH�SULPDU\�JRDO�LV�WR�HQVXUH�WKDW�WUDGH�IORZV�DV�µIUHHO\¶�DV�SRVVLEOH�EHWZHHQ�QDWLRQV�DW�D�JOREDO� OHYHO�� KDV� D�PRUH� IRFXVHG� DJHQGD� FRPSDUHG� WR� WKDW� RI� WKH� (8�� WKH� (&� DQG� WKH�81�ZKLFK� KDYH� JHQHUDOO\� EHHQ� PRUH� FRQFHUQHG� ZLWK� VRFLDO� LVVXHV� VXFK� DV� FRQGLWLRQV� RI�HPSOR\PHQW�� FRQVXPHU� SURWHFWLRQ� DQG� WKH� VWDWH� RI� WKH� QDWXUDO� HQYLURQPHQW��� ,QWHUQDWLRQDO�EXVLQHVV� RUJDQL]DWLRQV� DQG� LQWHUQDWLRQDO�1*2V� FOHDUO\� KDYH� D�PRUH� IRFXVHG�DJHQGD�� EHLQJ�PRUH�LQ�WKH�QDWXUH�RI�OREE\�RUJDQL]DWLRQV�DQG�VRFLDO�DFWLYLVW�JURXSV��/REE\LQJ�LQ�WKLV�FRQWH[W�KDV�EHHQ�GHILQHG�DV�DQ\�DWWHPSW�E\�LQGLYLGXDOV��SXEOLF�DJHQFLHV�RU�SULYDWH�LQWHUHVW�JURXSV�WR�LQIOXHQFH�WKH�GHFLVLRQV�RI�JRYHUQPHQW��*LOSLQ�������� /REE\LQJ�RI�WKLV�NLQG�LV�DQ�LQHYLWDEOH�SDUW�RI�DQ\�SROLWLFDO�V\VWHP�DQG�LQGHHG��ZKHQ�LW�H[LVWV�LQ�WKH�IRUP�RI�IRUPDO�SUHVHQWDWLRQV�WR�PHPEHUV� RI� SDUOLDPHQW� DQG� JRYHUQPHQW�PLQLVWHUV��PD\� EH� FRQVLGHUHG� D� YDOXDEOH� DVSHFW� RI�GHPRFUDF\��+RZHYHU��SUREOHPV�DULVH ZKHUH� OREE\LQJ� LV� UHLQIRUFHG�E\� WKH� VXSSRUW�RI� IXQGV��WKUHDWV��ZKHWKHU�GLUHFW�RU�LQGLUHFW��EULEHU\��RU�WKH�RIIHU�RI�RWKHU�IRUPV�RI�ILQDQFLDO�DVVLVWDQFH��,Q�WKHVH�FLUFXPVWDQFHV��WKH�DEVHQFH�RI�D�OHYHO�SOD\LQJ�ILHOG��SDUWLFXODUO\�ZKHUH�IXQGLQJ�IURP�µELJ¶�EXVLQHVV� LV� LQYROYHG��FDQ� OHDG� WR�KLJKO\�XQGHVLUDEOH�VRFLDO�DQG�SROLWLFDO�FRQVHTXHQFHV��7KLV�LVVXH�LV�UHWXUQHG�WR�LQ�ODWHU�FKDSWHUV�RI�WKLV�WKHVLV��SDUWLFXODUO\�&KDSWHU���,QWHUQDWLRQDO� LQIOXHQFHV�RQ�&65�IURP�LQWHUQDWLRQDO�JRYHUQPHQWDO�RUJDQL]DWLRQV�FDQ�EH�ERWK�SRVLWLYH�DQG�QHJDWLYH��GHSHQGLQJ�RQ�ZKHUH�HFRQRPLF�LQWHUHVWV�DUH�SODFHG�LQ�UHODWLRQ�WR�LVVXHV�RI�KXPDQ�ZHOIDUH��VRFLDO�MXVWLFH�DQG�HQYLURQPHQWDO�SURWHFWLRQ��7KH�(8��WKURXJK�WKH�(&��DQG�LQ� GHIHUHQFH� WR� WKH� 7UHDW\� RI� 5RPH� �������� KDV� SOD\HG� D� NH\� VRFLR�SROLWLFDO� UROH� LQ� WKLV�FRQWH[W�WKURXJK�LWV�FRQFHUQ�ZLWK�LPSURYLQJ�VRFLDO�SROLF\�DQG�HQYLURQPHQWDO�SURWHFWLRQ��*UD\�HW� DO��� ��������� 7ZR� LPSRUWDQW� (8�OHG� LQLWLDWLYHV� LQ� WKLV� DUHD� DUH�� �L�� WKH� )LIWK� $FWLRQ�3URJUDPPH�RQ�WKH�(QYLURQPHQW�7RZDUGV�VXVWDLQDELOLW\��$�(XURSHDQ�&RPPXQLW\�3URJUDPPH�RI� 3ROLF\� DQG� $FWLRQ� LQ� UHODWLRQ� WR� WKH� (QYLURQPHQW� DQG� 6XVWDLQDEOH� 'HYHORSPHQW �&(&��������9RO��,,���DQG���LL��WKH�(8¶V�YROXQWDU\�UHJXODWLRQ��WKH�&RPPXQLW\�HFR�PDQDJHPHQW�DQG�DXGLW�VFKHPH��FRPPRQO\�NQRZQ�DV�µWKH�(0$6�UHJXODWLRQ¶��&(&������D���7KH�(8�EHJDQ�LWV�HQYLURQPHQWDO�DFWLRQ�SURJUDPPH�ZLWK�WKH�)LIWK�$FWLRQ�3URJUDPPH�RQ�WKH�(QYLURQPHQW �VHH��IRU�H[DPSOH��%HEELQJWRQ���������7KH�)LIWK�$FWLRQ�3URJUDPPH KDG�LPSRUWDQW�LPSOLFDWLRQV�IRU�WKH� DFFRXQWDQF\� SURIHVVLRQ�� SURSRVLQJ� DV� LW� GLG�� LQWHU� DOLD�� D� UHGHILQLWLRQ� RI� DFFRXQWLQJ�FRQFHSWV�� UXOHV�� FRQYHQWLRQV� DQG� PHWKRGRORJ\� LQ� µJHWWLQJ� WKH� SULFHV� ULJKW¶�� D� JRDO� ZKLFK�LQYROYHG�HQVXULQJ�WKDW�WKH�IXOO�FRVW�RI�WKH�FRQVXPSWLRQ�RI�JRRGV�DQG�VHUYLFHV�DQG�WKH�XVH�RI�HQYLURQPHQWDO� UHVRXUFHV� ZDV� IXOO\� UHIOHFWHG� LQ� PDUNHW� SULFHV� �VHH�� IRU� H[DPSOH�� LQ� DQ�DFFRXQWLQJ�FRQWH[W��%HEELQJWRQ�HW�DO���������)((���������������,Q�DGGLWLRQ��WKH�)LIWK�$FWLRQ�3URJUDPPH�LQFOXGHG�VSHFLILF�SURSRVDOV�IRU�EXVLQHVV�HQWHUSULVHV�WR�GLVFORVH���D��LQ�WKH�DQQXDO�UHSRUW��WKH�RUJDQL]DWLRQ¶V�HQYLURQPHQWDO�SROLF\�DQG�DFWLYLWLHV��DQG�WKH�HIIHFWV�WKHUHRI��DQG��E��LQ� WKH� ILQDQFLDO� VWDWHPHQWV�� �L�� WKH� RUJDQL]DWLRQ¶V� H[SHQVHV� RQ� HQYLURQPHQWDO� SURJUDPPHV��LQFOXGLQJ�D�FOHDU�GHILQLWLRQ�RI�VXFK�H[SHQVHV��DQG��LL��SURYLVLRQV�IRU�HQYLURQPHQWDO�ULVNV�DQG�
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IXWXUH� HQYLURQPHQWDO� H[SHQVHV�� 7KH�(0$6� UHJXODWLRQ��ZKLFK� ILUVW� FDPH� LQWR� HIIHFW� LQ� -XO\�������KDV�DV�LWV�SULQFLSDO�DLP�WKH�SURPRWLRQ�RI�HQYLURQPHQWDO�SHUIRUPDQFH�LPSURYHPHQWV�LQ�LQGXVWULDO�DQG�RWKHU�DFWLYLWLHV��VHH��IRU�H[DPSOH��)((��������������*UD\�HW�DO���������6WDUNH\���������� 7KH� (0$6� 5HJXODWLRQ¶V� LPSRUWDQFH� LQ� DQ� DFFRXQWLQJ� FRQWH[W� OLHV� LQ� LWV�UHTXLUHPHQWV�� LQWHU� DOLD�� IRU� SDUWLFLSDWLQJ� FRPSDQLHV� WR� HVWDEOLVK� HQYLURQPHQWDO� SURWHFWLRQ�JRDOV��WR�UHSRUW�RQ�WKHLU�HQYLURQPHQWDO�SHUIRUPDQFH�LQ�WHUPV�RI�WKHVH�JRDOV�DQG�IRU�WKLV�UHSRUW��µHQYLURQPHQWDO� VWDWHPHQW¶�� WR� EH� H[DPLQHG� DQG� H[WHUQDOO\� YHULILHG� E\� DQ� µDFFUHGLWHG�HQYLURQPHQWDO�YHULILHU¶���2QH�RWKHU�VXSUD�QDWLRQDO��TXDVL�JRYHUQPHQWDO�RUJDQL]DWLRQ�WKDW�KDV�SHUKDSV�KDG�FRQVLGHUDEOH�SRVLWLYH LQIOXHQFH�RQ�LQWHUQDWLRQDO� WUHQGV�LQ�&65��DQG�HQYLURQPHQWDO�UHSRUWLQJ�LQ�SDUWLFXODU��LV� WKH�8QLWHG�1DWLRQV� �81���QRWDEO\� WKURXJK� WKH�81�(QYLURQPHQW�3URJUDPPH��81(3���$V�HDUO\� DV� -XQH� ������ WKH�81� RUJDQLVHG� WKH� ILUVW� )LUVW�:RUOG� LQWHUQDWLRQDO� FRQIHUHQFH RQ� WKH�HQYLURQPHQW� LQ� 6WRFNKROP�� 6ZHGHQ� �81� &RQIHUHQFH� RQ� WKH� +XPDQ� (QYLURQPHQW�� ZKLFK�UHVXOWHG� LQ� D� GHFODUDWLRQ� RQ� WKH� KXPDQ� HQYLURQPHQW�� WKH� HVWDEOLVKPHQW� RI� DQ� H[WHQVLYH�SURJUDPPH�RI�LQWHUQDWLRQDO�DFWLRQ�DQG�81(3��WKH�ODWWHU�EHLQJ�FKDUJHG�ZLWK�LPSOHPHQWLQJ�WKH�UHFRPPHQGDWLRQV�RI�81�HQYLURQPHQWDO�FRQIHUHQFHV� �*LOSLQ���������7KLV�KDV�EHHQ�IROORZHG�E\� RWKHU� LPSRUWDQW� LQLWLDWLYHV� XQGHU� WKH� 81�� LQFOXGLQJ� WKH� SXEOLFDWLRQ� E\� WKH� :RUOG�&RPPLVVLRQ� RQ� (QYLURQPHQW� DQG� 'HYHORSPHQW� �WKH� %UXQGWODQG� &RPPLVVLRQ� RI� LWV UHSRUW�2XU� &RPPRQ� )XWXUH �81:&('�� ������� WKH� 7KLUG�:RUOG� (QYLURQPHQW� &RQIHUHQFH� RQ�(QYLURQPHQW� DQG�'HYHORSPHQW KHOG� LQ� 5LR� GH� -DQHLUR�� %UD]LO� LQ� -XQH� ������ NQRZQ� DV� WKH������5LR�GH�-DQHLUR�(DUWK�6XPPLW� ZKLFK�UHVXOWHG�LQ�7KH�5LR�'HFODUDWLRQ�RQ�(QYLURQPHQWDQG�'HYHORSPHQW�� WKH�DGRSWLRQ�RI�$JHQGD����� WKH�FUHDWLRQ�RI�D�&RPPLVVLRQ�IRU�6XVWDLQDEOH�'HYHORSPHQW DQG�WKH�DGRSWLRQ�RI�WKH�&RQYHQWLRQ�RQ�3URWHFWLQJ�6SHFLHV�DQG�+DELWDW��NQRZQ�DV� WKH�&RQYHQWLRQ�RQ�%LRORJLFDO�'LYHUVLW\��DQG�WKH�&RQYHQWLRQ�RQ�&OLPDWH�&KDQJH��*LOSLQ����������,Q� WKH� FRQWH[W� RI� FRUSRUDWLRQV� DQG� WKHLU� LPSDFW� RQ� WKH� HQYLURQPHQW�� WKH� 81� KDV� EHHQ�SDUWLFXODUO\� FRQFHUQHG� ZLWK� HQFRXUDJLQJ� WUDQVQDWLRQDO� FRUSRUDWLRQV� �71&V�� WR� JLYH� JUHDWHU�DWWHQWLRQ� WR� UHJXODWRU\� DQG� GLVFORVXUH� DVSHFWV� RI� UHSRUWLQJ� RQ HQYLURQPHQWDO� SHUIRUPDQFH��VHH�� IRU� H[DPSOH�� %HEELQJWRQ� DQG�*UD\�� ������� 6XFK� FRQFHUQV� KDYH� DSSHDUHG� WKURXJK� WKH�ZRUN� RI� 81(3� DQG� WKH� 8QLWHG� 1DWLRQV� &HQWUH� RQ� 7UDQVQDWLRQDO� &RUSRUDWLRQV� �81&7&���ZKLFK� KDV� PDLQWDLQHG� FRQVWDQW� SUHVVXUH� RQ� QDWLRQDO� JRYHUQPHQWV� DQG� 71&V� WR� WDNH�HQYLURQPHQWDO� UHJXODWLRQ� DQG� GLVFORVXUH� LVVXHV� PRUH� VHULRXVO\���� 7KH� 81&7&¶V�,QWHUJRYHUQPHQWDO�:RUNLQJ�*URXS�RI�([SHUWV�RQ�,QWHUQDWLRQDO�6WDQGDUGV�RI�$FFRXQWLQJ�DQG�5HSRUWLQJ��81�&7&�,6$5�����D�FRPPLWWHH�RI�WKH�81¶V�(FRQRPLF�DQG�6RFLDO�&RXQFLO�WXUQHG�LWV� DWWHQWLRQ� WR� WKH� GLVFORVXUH� RI� HQYLURQPHQWDO� LVVXHV� LQ� DQQXDO� UHSRUWV� LQ� ������81�&7&�,6$5�SURGXFHG�WZR�QRWHZRUWK\�UHSRUWV��WKH�ILUVW�LQ������DQG�D�VHFRQG�LQ�������7KH�UHSRUW�LQ������ �81� &7&�� ������ LQFOXGHG� D� UHFRPPHQGDWLRQ� WKDW� HQWHUSULVHV� VKRXOG� GLVFORVH� WKHLU�HQYLURQPHQWDO� SROLFLHV� DQG� SURJUDPPHV� LQ� WKHLU� DQQXDO� UHSRUWV�� $OO� EXW� RQH� RI� WKH�JRYHUQPHQWV�WKDW�UHVSRQGHG�DJUHHG�WR�,6$5¶V�UHFRPPHQGDWLRQ�EXW�FRPPHQWV�IURP�LQGXVWU\�ZHUH� IDU� IURP�VXSSRUWLYH� �&ROOLHU�HW�DO���������� ,Q� UHODWLRQ� WR� WKH� VHFRQG�UHSRUW�E\�,6$5�LQ������ �81� &7&�� ������� DQ� DJHQGD� SDSHU� RI� WKDW� WLPH� �UHIHUHQFH� (�&����$&�����������FRQWDLQHG� D� UHYLHZ� RI� UHJXODWLRQV� FRQFHUQLQJ� HQYLURQPHQWDO� GLVFORVXUHV� LQ� WHQ� FRXQWULHV��%UD]LO��&DQDGD�� WKH�)HGHUDO�UHSXEOLF�RI�*HUPDQ\��,QGLD� WKH�1HWKHUODQGV��1RUZD\��6ZHGHQ��6ZLW]HUODQG�� WKH�8.�DQG� WKH�86$���$V�SDUW�RI� LWV� UHYLHZ�� ,6$5�SURGXFHG�D�GHWDLOHG� VHW�RI�
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UHFRPPHQGDWLRQV� IRU� DFFRXQWLQJ� DQG� UHSRUWLQJ� RI� HQYLURQPHQWDO� PHDVXUHV� E\� EXVLQHVV�HQWHUSULVHV��7DEOH������
7DEOH����,6$5�UHFRPPHQGDWLRQV�IRU�DFFRXQWLQJ�DQG�UHSRUWLQJ�RI�HQYLURQPHQWDO�PHDVXUHV&RPSDQLHV�VKRXOG�GLVFORVH�WKH�IROORZLQJ�
y $�GLVFXVVLRQ�DERXW�WKH�W\SH�RI�HQYLURQPHQWDO�LVVXHV�WKDW�DUH�UHOHYDQW�WR�WKH�EXVLQHVV�DQG�LWV�LQGXVWU\y $�VWDWHPHQW�DV� WR�ZKDW�IRUPDO�HQYLURQPHQWDO�SROLFLHV�DQG�SURJUDPPHV�KDG�EHHQ�DGRSWHG�E\�WKH�ILUP�DQG�ZKDW�LPSURYHPHQWV�KDG�EHHQ�DFKLHYHGy ,QIRUPDWLRQ�DERXW�HPLVVLRQ�WDUJHWV�DQG�SHUIRUPDQFH�DQG�WKH�H[WHQW�WR�ZKLFK�PHDVXUHV�DUH�EHLQJ� WDNHQ�DV�D�UHVXOW�RI�JRYHUQPHQW� OHJLVODWLRQ�DQG�KRZ�IDU�WKH�UHTXLUHPHQWV�DUH�EHLQJ�DFKLHYHGy $Q\�PDWHULDO�OHJDO�SURFHHGLQJV�DQG�NQRZQ�SRWHQWLDOO\�VLJQLILFDQW�HQYLURQPHQWDO�SUREOHPVy 7KH� ILQDQFLDO� RU� RSHUDWLRQDO� HIIHFW� RI� HQYLURQPHQWDO� SURWHFWLRQ� PHDVXUHV� RQ� WKH� FDSLWDO�H[SHQGLWXUH� SURJUDPPHV� DQG� HDUQLQJV� RI� WKH� EXVLQHVV� IRU� WKH� FXUUHQW� SHULRG� DV� ZHOO� DV�IXWXUH�SHULRGV��H�J��LQ�UHODWLRQ�WR�FOHDQ�XS�DQG�UHVWRUDWLRQ�FRVWV�y :KHUH�PDWHULDO�� DPRXQWV�FKDUJHG� WR�RSHUDWLRQV� LQ� WKH�FXUUHQW�SHULRG�DQG� WKH�FXUUHQW�DQG�DFFXPXODWHG�FDSLWDOLVHG�UHODWLQJ�WR�HQYLURQPHQWDO�SURWHFWLRQy 7KH�FRPSDQ\¶V�SROLFLHV�IRU�DFFRXQWLQJ�IRU�HQYLURQPHQWDO�SURWHFWLRQ�PHDVXUHV�LQ�UHODWLRQ�WR�PDWWHUV�VXFK�DV�WKH�UHFRUGLQJ�RI�OLDELOLWLHV�DQG�SURYLVLRQV��VHWWLQJ�XS� FDWDVWURSKH UHVHUYHV�RXW�RI�UHWDLQHG�HDUQLQJV�DQG�GLVFORVLQJ�FRQWLQJHQW�OLDELOLWLHV

6RXUFH��81�&7&�,6$5 �������0RUH�UHFHQWO\��WKH�81��WKURXJK�81&7$'��KDV�DOVR�EHHQ�DW�WKH�IRUHIURQW�RI�GHYHORSPHQWV�LQ�UHODWLRQ�WR�WKH�TXHVWLRQ�RI�KRZ�WR�UHJXODWH�WKH�UHSRUWLQJ�RI�HQYLURQPHQWDO�LVVXHV��,Q������WKH�81� SXEOLVKHG�(QYLURQPHQWDO� )LQDQFLDO� $FFRXQWLQJ� DQG� 5HSRUWLQJ� DW� WKH� &RUSRUDWH� /HYHO�81&7$'�,6$5�� ������� D� SRVLWLRQ� SDSHU� ZKLFK� FRQWDLQHG� GUDIW� DFFRXQWLQJ� JXLGHOLQHV� RQ�DFFRXQWLQJ� DQG� UHSRUWLQJ� RI� HQYLURQPHQWDO� FRVWV� DQG� OLDELOLWLHV� LQ� WKH� ILQDQFLDO� VWDWHPHQWV��ZULWWHQ� WR� DVVLVW� HQWHUSULVHV�� UHJXODWRUV DQG� VWDQGDUG�VHWWLQJ� ERGLHV� LQ� GHWHUPLQLQJ� EHVW�SUDFWLFH� LQ� WKLV� ILHOG�� 7KH� ����� UHSRUW� LQFOXGHV� UHFRPPHQGDWLRQV� IRU� WKH� UHSRUWLQJ� RI� QRQ�ILQDQFLDO�SHUIRUPDQFH�GDWD�YLD�WKH�DQQXDO�UHSRUW�WR�VKDUHKROGHUV�DQG�UHYLHZV�EHVW�SUDFWLFH�LQ�UHODWLRQ� WR� WKH� PHDVXUHPHQW� DQG� FRPPXQLFDWLRQ� RI� HQYLURQPHQWDO� SHUIRUPDQFH� YLD�HQYLURQPHQWDO� SHUIRUPDQFH� LQGLFDWRUV� �(3,V��� 7KH� ����� UHSRUW� ZDV� V\QWKHVLVHG� IURP� WZR�EDFNJURXQG�SDSHUV��$FFRXQWLQJ�DQG�5HSRUWLQJ�IRU�(QYLURQPHQWDO�/LDELOLWLHV�DQG�&RVWV�ZLWKLQ�WKH�H[LVWLQJ�)LQDQFLDO�5HSRUWLQJ�)UDPHZRUN �&,&$������D��DQG�/LQNLQJ�(QYLURQPHQWDO�DQG�)LQDQFLDO� 3HUIRUPDQFH�� $� 6XUYH\� RI� %HVW� 3UDFWLFH� 7HFKQLTXHV �81&7$'�� ������� 0RUH�UHFHQWO\�� LQ�)HEUXDU\�������$&&$��������GHOLYHUHG�D� UHSRUW� WR� WKH�81�UHFRPPHQGLQJ� WKDW�FRPSDQ\� DQQXDO� UHSRUWV� DQG� DFFRXQWV� VKRXOG� FRQWDLQ� D� VHSDUDWH� HQYLURQPHQWDO� UHYLHZ�VHFWLRQ��GHWDLOLQJ�D�FRPSDQ\¶V�HQYLURQPHQWDO�SROLFLHV��D�VXPPDU\�RI� WKHLU� OHJDO�FRPSOLDQFH�VWDWXV�DQG�D�UHYLHZ�RI�WKHLU�DFWXDO�HQYLURQPHQWDO�SHUIRUPDQFH�+RZHYHU�� GHVSLWH� WKHVH� LQLWLWLDWLYHV�� HIIRUWV� E\� LQWHUQDWLRQDO� JRYHUQPHQWDO� RUJDQL]DWLRQV� WR�LQFUHDVH� FRUSRUDWH� DFFRXQWDELOLW\� LQ� UHODWLRQ� WR� VRFLDO� DQG� HQYLURQPHQWDO� LVVXHV� KDYH� EHHQ�GHVFULEHG� DV� ³«� GHVXOWRU\�� VFDUFH� DQG� IDLUO\� LQHIIHFWXDO«´� GXH� WR� WKH� DFWLYLWLHV� RI�LQWHUQDWLRQDO�EXVLQHVV�LQ�SUHYHQWLQJ�WKHLU�GHYHORSPHQW��*UD\�HW�DO���������S���������,URQLFDOO\��



3UDFWLFDO�GHYHORSPHQWV

��

DW�WKH�VDPH�WLPH��LQWHUQDWLRQDO�EXVLQHVV�RUJDQL]DWLRQV�KDYH�EHHQ�DFWLYH�LQ�SURPRWLQJ�WKHLU�RZQ�LQLWLDWLYHV� LQ� WKH� DUHD� RI� FRUSRUDWH� HQYLURQPHQWDO� UHSRUWLQJ�� 7KHVH� LQLWLDWLYHV� DUH�� JHQHUDOO\�VSHDNLQJ�� D� FRPELQDWLRQ� RI� YROXQWDU\� JXLGHOLQHV� RQ� LVVXHV� UHODWLQJ� WR� PDWWHUV� VXFK� DV�HQYLURQPHQWDO�PDQDJHPHQW� DQG� HQYLURQPHQWDO� UHSRUWLQJ� DQG� QRUPDOO\ HPDQDWH� IURP� OREE\�RUJDQL]DWLRQV� UHSUHVHQWLQJ� D� SDUWLFXODU� LQGXVWU\� RU� HPSOR\HUV� DV� D� ZKROH�� 3URSRVDOV� IURP�LQGXVWU\�ZKLFK�GHDO� VSHFLILFDOO\�ZLWK� HQYLURQPHQWDO� UHSRUWLQJ�KDYH� FRPH� IURP�D�QXPEHU�RI�SULYDWH�VHFWRU�ERGLHV��QRWDEO\����L� 7KH� ,QWHUQDWLRQDO� &KDPEHU� RI� &RPPHUFH� �,&&��� ZKLFK� ODXQFKHG� D� ���SRLQW� FKDUWHU�%XVLQHVV�&KDUWHU�IRU�6XVWDLQDEOH�'HYHORSPHQW�LQ�������6LJQDWRULHV�WR�WKH�FKDUWHU��ZKLFK�FRPSULVH�RYHU�������FRPSDQLHV�DQG�RUJDQL]DWLRQV��DUH�UHTXLUHG�WR�FRPPLW�WKHPVHOYHV�WR�H[DPLQH� DQG� UHGXFH� WKHLU� HQYLURQPHQWDO� LPSDFWV�� 3ULQFLSOH� ��� RI� WKH� FKDUWHU� UHIHUV� WR�UHSRUWLQJ�EXW�FRQWDLQV�QR�VWLSXODWLRQV�HLWKHU�DV�WR�WKH�IRUP�RU�FRQWHQW�RI�VXFK�UHSRUWLQJ��RQO\� WKDW� WKH� FRPSDQ\� VKRXOG� SURYLGH� DSSURSULDWH� LQIRUPDWLRQ� WR� WKH� ERDUG��VKDUHKROGHUV��HPSOR\HHV��WKH�DXWKRULWLHV�DQG�WKH�JHQHUDO�SXEOLF�SHULRGLFDOO\��LL� 7KH� :RUOG� ,QGXVWU\� &RXQFLO� IRU� WKH� (QYLURQPHQW� �:,&(�� ZKLFK� SXEOLVKHG� DQ�HQYLURQPHQWDO� UHSRUWLQJ� PDWUL[� LQ� (QYLURQPHQWDO� 5HSRUWLQJ�� $� 0DQDJHU¶V� *XLGH�:,&(�� ������ ZKLFK� ZDV� LQWHQGHG� WR� HQFRXUDJH� FRPSDQLHV� WR� EHFRPH�PRUH� RSHQ� LQ�UHODWLRQ�WR�WKHLU�HQYLURQPHQWDO�SROLFLHV��SUDFWLFHV�DQG�SHUIRUPDQFH��:,&(�ZDV�LQLWLDWHG�E\�WKH�,&&��VHH�DERYH��LQ�������LLL� 7KH� :RUOG� %XVLQHVV� &RXQFLO� IRU� 6XVWDLQDEOH� 'HYHORSPHQW� �:%&6'�� � :,&(� �VHH�DERYH�� PHUJHG� ZLWK� WKH� %XVLQHVV� &RXQFLO� IRU� 6XVWDLQDEOH� 'HYHORSPHQW� WR� IRUP�:%&6'��:,&(¶V�SURSRVDOV�RQ�HQYLURQPHQW�UHSRUWV��VHH�DERYH��ZHUH�VXSHUVHGHG�E\�WKH�:%&6'¶V� 6XVWDLQDEOH� 'HYHORSPHQW� 5HSRUWLQJ� SURMHFW���� ,Q� ������ WKH� :%&6'�SXEOLVKHG�0HDVXULQJ� (FR�HIILFLHQF\� ± $� *XLGH� WR� 5HSRUWLQJ� &RPSDQ\� 3HUIRUPDQFH�:%&6'�� ������ ZKLFK� SURYLGHV� D� IUDPHZRUN� IRU� PHDVXULQJ� DQG� UHSRUWLQJ� RQ� HFR�HIILFLHQF\� �L�H�� WKH� OLQNLQJ�RI�HQYLURQPHQWDO�DQG�HFRQRPLF�JRDOV��DQG� LQFOXGHV�D�VHW�RI�GHILQLWLRQV��SULQFLSOHV�DQG�LQGLFDWRUV��LY� 7KH� (XURSHDQ� &KHPLFDO� ,QGXVWU\� &RXQFLO� �&(),&��� WKH� UHSUHVHQWDWLYH� ERG\� IRU� WKH�(XURSHDQ� &KHPLFDO� ,QGXVWU\�� ZKLFK� SXEOLVKHG� LWV� *XLGHOLQHV� IRU� (QYLURQPHQWDO�5HSRUWLQJ LQ� ����� �XSGDWHG� LQ� ������ DV� SDUW� RI� WKH� LQWHUQDWLRQDO� FKHPLFDO� LQGXVWU\¶V�5HVSRQVLEOH� &DUH SURJUDPPH�� DQ� LQGXVWU\�EDVHG� YROXQWDU\� FRGH� ZKLFK� SURYLGHV�SULQFLSOHV� DQG� JXLGDQFH� WR� FRPSDQLHV� LQ� WKH� FKHPLFDO� LQGXVWU\� IRU� EHKDYLQJ�µUHVSRQVLEO\¶� LQ� UHODWLRQ� WR� HPSOR\HHV�� QHLJKERXUV�� WKH� HQYLURQPHQW� DQG� RWKHU�LQGXVWULHV��� 7KH� XSGDWHG� ������� SXEOLFDWLRQ� SURYLGHV� D� PRUH� GHWDLOHG� VHW� RI�HQYLURQPHQWDO�� KHDOWK� DQG� VDIHW\� �(+	6�� SHUIRUPDQFH� UHSRUWLQJ� JXLGHOLQHV�� LQFOXGLQJ���� µFRUH� SDUDPHWHUV¶� IRU� HQYLURQPHQWDO�� KHDOWK� DQG� VDIHW\� SHUIRUPDQFH� PHDVXUHPHQW�GHVLJQHG�WR�HQDEOH�D�FRPSDUDEOH��TXDQWLILHG�DVVHVVPHQW�RI�SHUIRUPDQFH�E\�WKH�FKHPLFDO�LQGXVWU\�DW�QDWLRQDO�DQG�(XURSHDQ�OHYHOV��DQG��Y� 7KH� 3XEOLF� (QYLURQPHQWDO� 5HSRUWLQJ� ,QLWLDWLYH �3(5,�� ������� DQ� RUJDQL]DWLRQ�HVWDEOLVKHG� LQ������E\�QLQH�1RUWK�$PHULFDQ�PXOWLQDWLRQDO�FRUSRUDWLRQV� �$PRFR��'RZ�&KHPLFDO��'X3RQW��,%0��1RUWKHUQ�7HOHFRP��3KLOOLSV�3HWUROHXP��3RODURLG��5RFNZHOO�DQG�8QLWHG� 7HFKQRORJLHV��� ,Q� ������ 3(5,� SXEOLVKHG� D� VHW� JXLGHOLQHV� RQ� HQYLURQPHQWDO�UHSRUWLQJ�FRPSULVLQJ�D�VHW�RI�QLQH�FRUH�FRPSRQHQWV��DOWKRXJK�RUJDQL]DWLRQV�DUH�IUHH�WR�FKRRVH�WKH�IRUPDW�DQG�VW\OH�DQG�WR�SURYLGH�DV�PXFK�GHWDLO�DV�WKH\�ZLVK���
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7KH�PRWLYDWLRQV� IRU� WKHVH� LQLWLDWLYHV� DUH� FRPSOH[� DQG�YDULHG�EXW� WKHUH�GRHV� DSSHDU� WR�KDYH�EHHQ�D FRQFHUQ�ZLWK�SURPRWLQJ� VHOI�LQWHUHVW��)RU� H[DPSOH��.30*�������� UHSRUW� WKDW� LQ� WKH�8.� PDQ\� RI� WKH� WUDGH� DQG� LQGXVWU\� DVVRFLDWLRQV� ZHUH� DOUHDG\� DFWLYH� LQ� GHILQLQJ� WKH�HQYLURQPHQWDO�LQIRUPDWLRQ�ZKLFK�VKRXOG�EH�UHSRUWHG�IRU�WKDW�LQGXVWU\��,Q�RQH�FDVH��WKH�:,&(�JXLGH�RQ�HQYLURQPHQWDO�UHSRUWLQJ��:,&(��������VWDWHV��DV�TXRWHG�LQ�*UD\�HW�DO��������S������WKDW�³«�LW�LV�XS�WR�LQGLYLGXDO�HQWHUSULVHV�WR�GHWHUPLQH�ZKLFK�RI�WKHVH�VXJJHVWLRQV�DUH�LQ�WKHLU�EHVW�LQWHUHVWV´��HPSKDVLV�DGGHG���*UD\�HW�DO���������VXJJHVW�WKDW�LQLWLDWLYHV�IURP�LQWHUQDWLRQDO�EXVLQHVV�DUH�SULPDULO\�PRWLYDWHG�E\�D�FRQFHUQ�ZLWK�LPSURYLQJ�SURILWDELOLW\��OHJLWLPLVDWLRQ�RI�EXVLQHVV� DFWLYLWLHV� DQG� DYRLGDQFH� RI� PDQGDWRU\� UHSRUWLQJ� UHTXLUHPHQWV�� 1HYHUWKHOHVV�� WKH�3(5,� JXLGHOLQHV� RQ� HQYLURQPHQWDO� UHSRUWLQJ GR� LQGLFDWH� D� ZLGHU� DJHQGD�� HQFRXUDJLQJ�FRPSDQLHV� QRW� RQO\� WR� UHFRJQLVH� WKH� LPSRUWDQFH� RI� UHSRUWLQJ� RQ� HPSOR\HHV¶� HGXFDWLRQ� DQG�UHZDUG� SURJUDPPHV� EXW� DOVR� WR� LQYROYH� VWDNHKROGHUV� RQ� HQYLURQPHQWDO� LVVXHV�� 7R� GDWH��KRZHYHU�� 7KH� &(5(6� 3ULQFLSOHV �&(5(6�� ������� GHYHORSHG� E\� WKH� &RDOLWLRQ� IRU�(QYLURQPHQWDOO\� 5HVSRQVLEOH� (FRQRPLHV� �&(5(6��� DQ� LQGHSHQGHQW� QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQ� IRUPHG� WR�SURPRWH�HQYLURQPHQWDOO\� UHVSRQVLEOH�FRUSRUDWH�EHKDYLRXU� LQ� WKH�86�IROORZLQJ� WKH� ([[RQ� 9DOGH]� GLVDVWHU� LQ� ������ SUREDEO\� UHSUHVHQW� WKH� WRXJKHVW� VHW� RI�HQYLURQPHQWDO� UHSRUWLQJ� JXLGHOLQHV�� 7KH� &(5(6� 3ULQFLSOHV� ZHUH� GHYHORSHG� E\�&(5(6� RQ�EHKDOI�RI� WKH�6RFLDO�,QYHVWPHQW�)RUXP��D�JURXS�RI�����VRFLDOO\�FRQFHUQHG�EDQNHUV��EURNHUV��DQDO\VWV�DQG�RWKHUV��7KH�&(5(6�3ULQFLSOHV�KDYH�VLQFH�EHHQ�UHQDPHG�7KH�9DOGH]�3ULQFLSOHV�0RUH� UHFHQWO\�� WKHUH� KDV� EHHQ� WKH� HPHUJHQFH� RI� D� QHZ� IRUP� RI� LQWHUQDWLRQDO� RUJDQL]DWLRQ�UHSUHVHQWLQJ�D�K\EULG�RI� WKH�WKUHH�FDWHJRULHV�GHVFULEHG�DERYH��GUDZLQJ�LWV�PHPEHUVKLS�IURP�EXVLQHVV� DQG� WKHLU� DGYLVHUV� �L�H�� FRQVXOWDQWV��� JRYHUQPHQW�� 1*2V� DQG� RWKHU� VHFWLRQV� RI�VRFLHW\��7ZR�VXFK�RUJDQL]DWLRQV� LQ�SDUWLFXODU�� WKH�*OREDO�5HSRUWLQJ�,QLWLDWLYH��*5,��DQG�WKH�,QVWLWXWH�RI�6RFLDO�DQG�(WKLFDO�$FFRXQWDELOLW\��,6($�����PD\�FRPH�WR�KDYH�D�VLJQLILFDQW�VRFLR�SROLWLFDO�LPSDFW�XSRQ WKH�IXWXUH�GLUHFWLRQ�RI�ERWK�&65HVS�DQG�&65�LQ�(XURSH�DQG�EH\RQG����$QRWKHU� OLNHO\� VRXUFH� RI� VLJQLILFDQW� LQIOXHQFH� LQ� WKLV� DUHD� DUH� PDQGDWRU\� FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ�UHTXLUHPHQWV��7KHVH�DUH�UHYLHZHG�LQ�WKH�IROORZLQJ�VHFWLRQ�
��� ,QWHUQDWLRQDO�PDQGDWRU\�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ�UHTXLUHPHQWV)URP�WKH�HDUO\�����V��PDLQO\�DV�D� UHVXOW�RI�ERWK� WKH�(&¶V�)LIWK�$FWLRQ�3URJUDPPH�DQG� WKH�(8¶V� (0$6� UHJXODWLRQ� �VHH� 6HFWLRQ� ���� DERYH��� (XURSHDQ� EXVLQHVV� DQG� WKH� (XURSHDQ�DFFRXQWDQF\� SURIHVVLRQ�� WKURXJK� LWV UHSUHVHQWDWLYH� ERG\� )((�� EHJDQ� WR� WDNH� QRWLFH� RI� WKH�LPSOLFDWLRQV�RI� WKH�(8¶V�HQYLURQPHQWDO�DJHQGD��7KLV�DJHQGD�KDV�LPSRUWDQW� LPSOLFDWLRQV�IRU�DFFRXQWDQWV� JLYHQ� WKDW� LW� ³«SODFHG� DFFRXQWLQJ� DQG� DFFRXQWDQWV� DW� WKH� YHU\� KHDUW� RI� WKH�HQYLURQPHQWDO� GHEDWH´� �*UD\�� HW� DO�� ������ S������� 0RUH� VLJQLILFDQW� LQ� WKH� FRQWH[W� RI�UHJXODWLRQ�� WKH�(&¶V�DJHQGD�GRYHWDLOHG�QDWLRQDO�SROLFLHV�RI� WKH�JRYHUQPHQWV�RI�(8�0HPEHU�6WDWHV��$V�*UD\�HW�DO���������VWDWH�%\�WKH�PLG�����V��UHJXODWLRQV�UHTXLULQJ�FRUSRUDWH�GLVFORVXUH�RI�ERWK�ILQDQFLDO�DQG� QRQ�ILQDQFLDO� GHWDLOV� DERXW� WKH� HQYLURQPHQW� ZHUH� HPHUJLQJ� IURP�'HQPDUN�� WKH� 1HWKHUODQGV� DQG� WKH� 6FDQGLQDYLDQ� FRXQWULHV�� 7KLV� ZDV�SURYLGLQJ�DQ�LQH[RUDEOH�LPSHWXV�WR�WKH�LQHYLWDELOLW\�RI�FRPSDQ\�HQYLURQPHQWDO�UHSRUWLQJ �S������5HJXODWRU\�GHYHORSPHQWV�DUH�SDUWLFXODUO\�LPSRUWDQW�LQ�WKH�FRQWH[W�RI�WKH�SUHVHQW�VWXG\��IRU�D�QXPEHU�RI�UHDVRQV��)LUVWO\��WKLV�VWXG\�ORRNV��LQWHU�DOLD��DW�WUHQGV�LQ�&('�IURP������WR�������D�
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SHULRG�GXULQJ�ZKLFK�WKH�(8¶V�SURSRVDOV�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�SURWHFWLRQ�UHDOO\�EHJDQ�WR� WDNH�KROG��6HFRQGO\�� WKH�FRPSDQLHV� LQFOXGHG� LQ�WKH�VWXG\�DUH�IURP�0HPEHU�6WDWHV�RI� WKH�(8� DQG�ZHUH� WKXV� GLUHFWO\� DIIHFWHG� E\� WKHVH� GHYHORSPHQWV��0RUHRYHU�� DOWKRXJK�PRVW�&('�UHTXLUHPHQWV� FDPH� LQWR� IRUFH� RQO\� LQ� WKH� ODWWHU� SDUW� RI� WKH� ����V�� D� SHULRG� RI� GXH� SURFHVV�EHJDQ� PXFK� HDUOLHU� DQG� WKXV� (XURSHDQ� FRPSDQLHV�� VXFK� DV� WKRVH� GRPLFLOHG� RU� ZKR� KDG�RSHUDWLRQV� LQ� WKH�(8��ZHUH� FOHDUO\� µRQ�QRWLFH¶�DV� WR� WKH� LQWHQWLRQV�RI� WKH�(&�DQG�VRPH�(8�0HPEHU� 6WDWHV�� 7KLUGO\�� HQYLURQPHQWDO� UHSRUWLQJ� LV� D� NH\� FRQVWLWXHQW� RI� FRPSDQLHV� ZLWK�RSHUDWLQJ�VLWHV�UHJLVWHUHG�XQGHU�(0$6��VHH��IRU�H[DPSOH��)((���������������*LYHQ�WKDW�VRPH�0HPEHU�6WDWHV��SDUWLFXODUO\�$XVWULD�DQG�*HUPDQ\��VHH�$SSHQGL[�����KDYH�VRXJKW�WR�SURPRWH�WKH� (0$6� UHJXODWLRQ�� LW� LV� WR� EH� H[SHFWHG� WKDW� WKLV� ZLOO� GULYH� WKH� IRUP� DQG� FRQWHQW� RI�HQYLURQPHQWDO� UHSRUWLQJ� LQ� WKHVH� FRXQWULHV���� +RZHYHU�� DV� LQGLFDWHG� LQ� 6HFWLRQ� ���� DERYH��DOWHUQDWLYH�IRUPV�RI�HQYLURQPHQWDO�UHSRUWLQJ�KDYH�GHYHORSHG�LQ�RWKHU�0HPEHU�6WDWHV�DQG�LQ�RWKHU�SDUWV�RI�WKH�ZRUOG��OHDGLQJ�WR�D�YDULHW\�RI�FRUSRUDWH�UHSRUWLQJ�SUDFWLFHV��$SDUW�IURP�WKH�(0$6� UHJXODWLRQ� �&(&�� ����D� � VHH� 6HFWLRQ� ���� DERYH��� ZKLFK� LV� HQWLUHO\� YROXQWDU\� DQG�SULPDULO\�D�TXDOLW\�PDQDJHPHQW�VWDQGDUG��WKH�(&�KDV�LVVXHG�QR�VSHFLILF�UHFRPPHQGDWLRQV�RU�JXLGHOLQHV�RQ�KRZ�(8�FRPSDQLHV�VKRXOG�UHSRUW�H[WHUQDOO\�WR�VRFLHW\�RQ�HQYLURQPHQWDO�LVVXHV�WKURXJK�VHSDUDWH�VWDQG�DORQH�HQYLURQPHQW�UHSRUWV����7KH�FORVHVW�LW�KDV�FRPH�LQ�WKLV�UHVSHFW�LV�WR� SXEOLFO\� HQGRUVH� D� SLORW� VWXG\� E\� WKH� &HQWUH� IRU� (QYLURQPHQWDO� ,QIRUPDWLFV� DW� WKH�8QLYHUVLW\ RI�6XQGHUODQG��8.�LQWR�HQYLURQPHQWDO�UHSRUWLQJ�E\�D�FURVV�VHFWLRQ�RI����SULPDULO\�86� DQG� (XURSHDQ� FRPSDQLHV� WR� LGHQWLI\� EHVW� SUDFWLFH� DQG� WR� HYDOXDWH� WKH� UHOHYDQFH� DQG�FRPSDUDELOLW\�RI�SXEOLVKHG�HQYLURQPHQWDO�LQIRUPDWLRQ��-RQHV���������$OWKRXJK�-RQHV�DGRSWHG�D� UHVWULFWHG� DSSURDFK� WR�&65�� WKH� VWXG\�FRQFOXGHG� �QRW� VXUSULVLQJO\�� WKDW� �D��HQYLURQPHQWDO�UHSRUWLQJ�SUDFWLFHV�YDULHG�ZLGHO\� DFURVV� FRPSDQLHV� DQG� �E�� WKH� LQIRUPDWLRQ�SURYLGHG� LQ� WKH�DQQXDO� UHSRUW�ZDV�RI� OLPLWHG�YDOXH� WR� VWDNHKROGHUV�EHFDXVH�RI�D� ODFN�RI�XVHIXO�� UHOLDEOH�DQG�FRPSDUDEOH� LQIRUPDWLRQ��� +RZHYHU�� GHYHORSPHQWV� KDYH� EHHQ� DQG� DUH� WDNLQJ� SODFH� LQ� D�QXPEHU� RI� LQGLYLGXDO� FRXQWULHV� ZKLFK� VXJJHVW� WKDW� WKH� (XURSHDQ� &RPPLVVLRQ� PD\� WDNH� D�PRUH�DFWLYH� LQWHUHVW� LQ� VHHNLQJ� WR� VWDQGDUGL]H�FRUSRUDWH�H[WHUQDO�HQYLURQPHQWDO� UHSRUWLQJ� LQ�WKH�IXWXUH��$Q�RYHUYLHZ�RI�FXUUHQW�QDWLRQDO�PDQGDWRU\�UHSRUWLQJ�UHTXLUHPHQWV�DQG�YROXQWDU\�LQLWLDWLYHV� LQ� (XURSHDQ� DQG� RWKHU� PDMRU� )LUVW�ZRUOG� FRXQWULHV� DW� WKH� SUHVHQW� WLPH� �DXWXPQ�������LV�VXPPDULVHG�LQ�7DEOH�����EHORZ��0RUH�GHWDLOHG�LQIRUPDWLRQ�RQ�WKHVH�UHTXLUHPHQWV�LV�SURYLGHG�LQ�$SSHQGL[����$�QXPEHU�RI�REVHUYDWLRQV�FDQ�EH�PDGH�RQ�WKH�EDVLV�RI�WKH�LQIRUPDWLRQ�SUHVHQWHG�LQ�7DEOH������)LUVWO\�� WKHUH�DUH�FXUUHQWO\�QR�PDQGDWRU\�UHTXLUHPHQWV�IRU�FRPSDQLHV�WR�SURYLGH�VWDQG�DORQH�HQYLURQPHQW� UHSRUWV�DW�FRUSRUDWH OHYHO�� L�H�� IRU� WKH�EXVLQHVV�RUJDQL]DWLRQ�DV�D�ZKROH��7KUHH�FRXQWULHV�� YL]�� 'HQPDUN�� WKH� 1HWKHUODQGV� DQG� 6ZHGHQ� �VHH� $SSHQGL[� �� IRU� GHWDLOV�� KDYH�LQWURGXFHG�PDQGDWRU\� UHTXLUHPHQWV� IRU� FRUSRUDWH� HQYLURQPHQWDO� DFFRXQWDELOLW\�DW� ORFDO� �L�H��VLWH��OHYHO��+RZHYHU��RQH�RI�WKH�PDLQ�GHIHFWV�RI�HQYLURQPHQWDO�UHSRUWLQJ�DW�VLWH�RU�ORFDO�OHYHO�LV�WKDW�LW�IDLOV�WR�SURYLGH�D�SURSHU�FRQWH[W�LQ�ZKLFK�WR�EH�DEOH�WR�DVVHVV�D�FRUSRUDWLRQ¶V�RYHUDOOHQYLURQPHQWDO� LPSDFWV� DQG� LWV� HIIRUWV� WR� FRXQWHU� WKRVH� LPSDFWV�� ,Q�PXFK� WKH� VDPH�ZD\� DV�LQGLYLGXDO� FRPSDQ\� ILQDQFLDO� VWDWHPHQWV� DUH� LQVXIILFLHQW� WR� DSSUHFLDWH� WKH� RYHUDOO� JURXS�SHUIRUPDQFH� DQG� SRVLWLRQ� DV� SURYLGHG� E\� FRQVROLGDWHG� ILQDQFLDO� VWDWHPHQWV�� VLWH�EDVHG�HQYLURQPHQW� UHSRUWV� DUH� LQDGHTXDWH� IRU�D� SURSHU� DVVHVVPHQW� RI�PDQDJHULDO� FRPSHWHQFH� DQG�SHUIRUPDQFH� LQ� UHODWLRQ� WR� SROLFLHV�� SURFHGXUHV� DQG� FRQWUROV� IRU� WKH� FRUSRUDWH� HQWLW\� DV� D



7DEOH����,QWHUQDWLRQDO�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH�DQG�UHSRUWLQJ�UHTXLUHPHQWV��DV�DW�$XJXVW������&RXQWU\ $QQXDO�UHSRUW�DQG�DFFRXQWV 6RXUFH (QYLURQPHQWDO�UHSRUWV�6LWH�EDVHG &RUSRUDWH
6RXUFH

(XURSH�$XVWULD | | (0$6�%HOJLXP �| | $UWLFOH��������9ODUHP�,,���������)OHPLVK�*RYW��GHFUHH�RI����-XQH�������(0$6'HQPDUN � )LQDQFLDO�6WDWHPHQWV�$FW��6HFWLRQ����������� �| | *UHHQ�$FFRXQWV�$FW�������DV�UHYLVHG���(0$6)LQODQG | | (0$6�)UDQFH � *RYHUQPHQW�'HFUHH�QR����������������� | | (0$6*HUPDQ\ | | (0$6�*UHHFH | | (0$6�,UHODQG | | (0$6�,WDO\ | | (0$6�/X[HPERXUJ | | (0$67KH�1HWKHUODQGV | 6HFWLRQV�������������'XWFK�DQQXDO�UHSRUWLQJ�JXLGHOLQHV������� �| | (QYLURQPHQWDO�0DQDJHPHQW�$FW��������DV�DPHQGHG���(0$61RUZD\ � (QWHUSULVH�$FW��������$FFRXQWLQJ�$FW����� | 16������(QYLURQPHQWDO�5HSRUWLQJ�*XLGHOLQHV��16)�������3RUWXJDO | | (0$66SDLQ � $FFRXQWLQJ�6WDQGDUG���������(QYLURQPHQWDO�'LVFORVXUH�6WDQGDUG���������HOHF��XWLOLWLHV�������� | | (0$6
6ZHGHQ � (QYLURQPHQWDO�3URWHFWLRQ�$FW�������DV�DPHQGHG� �| | $QQXDO�$FFRXQWV�$FW�������DV�DPHQGHG���(0$67KH�8. � &RPELQHG�&RGH��OLVWHG�FRPSDQLHV�RQO\� | | '()5$�'7,�*XLGHOLQHV�IRU�(QYLURQPHQWDO�5HSRUWLQJ��'()5$���������(0$65HVW�RI�WKH�ZRUOG�$XVWUDOLD �| &RUSRUDWLRQV�$FW�6HFWLRQ��������I���$$6%�8,*���������&DQDGD � &DQDGLDQ�6HFXULWLHV�&RPPLVVLRQ-DSDQ | 0LQLVWU\�RI�WKH�(QYLURQPHQW�*XLGHOLQHV�������86$ � 6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��6(&��UHJ��6�.�,WHPV�����DQG������UHYLVHG��������6(&�6WDII�$FFRXQWLQJ�%XOOHWLQ������������6)$6����623������.H\� �  �0DQGDWRU\��|  �1RQ�PDQGDWRU\��L�H��YROXQWDU\�RU�UHFRPPHQGDWLRQ���(0$6  �(0$6�5HJXODWLRQ��&(&������D��
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ZKROH� �VHH�� IRU� H[DPSOH�� $GDPV�HW� DO��� ������ +LEELWW� DQG� .DPS�5RHODQGV�� ������ ����D���6HFRQGO\�� WKHUH� LV� D� VWURQJ� SUHGLVSRVLWLRQ� WRZDUGV� YROXQWDU\� HQYLURQPHQWDO� UHSRUWLQJ� YLD�VWDQG�DORQH� UHSRUWV� DW� VLWH� DQG� FRUSRUDWH� OHYHO�� QRWDEO\� WKURXJK� (0$6� EXW� DOVR� LQ� FHUWDLQ�FRXQWULHV� VXFK� DV�'HQPDUN�� WKH�1HWKHUODQGV�� -DSDQ� DQG� WKH�8.��7KH� ODWWHU� GHYHORSPHQW� LV�SDUWLFXODUO\�LPSRUWDQW�ZKHQ�VHHNLQJ�WR�XQGHUVWDQG�ZK\�VRPH�QDWLRQDO�JRYHUQPHQWV�FKRRVH�WR�JR�GRZQ�WKH�YROXQWDU\�UDWKHU�WKDQ�WKH�PDQGDWRU\�GLVFORVXUH�URXWH��VHH��IRU�H[DPSOH��$GDPV�HW� DO��� ������� 7KLUGO\�� ILYH� (XURSHDQ� FRXQWULHV�� YL]�� 'HQPDUN�� )UDQFH�� 1RUZD\�� 6SDLQ� DQG�6ZHGHQ��KDYH�UHFHQWO\�LQWURGXFHG�VSHFLILF�HQYLURQPHQWDO�GLVFORVXUH�UHTXLUHPHQWV�LQ�UHODWLRQ�WR� WKH� DQQXDO� UHSRUW DQG� DFFRXQWV�� 7KLV� ILQDQFLDO� HQYLURQPHQWDO� UHSRUWLQJ� GHYHORSPHQW�VXJJHVWV� WKDW� (8�ZLGH� FKDQJHV� WR� WKH� SURYLVLRQV� RI� WKH� (8� DFFRXQWLQJ� GLUHFWLYHV� PD\� EH�QHFHVVDU\� LQ�RUGHU� WR� ILOO� D�SHUFHLYHG�GLVFORVXUH�JDS��)RXUWKO\�� LQ� WKH�FRQWH[W�RI� WKH�SUHVHQW�VWXG\¶V�IRFXV�RQ�&('�E\�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�RYHU�WKH�SHULRG������WR�������WKLV�UHYLHZ�VXJJHVWV�WKDW��ZLWK�WKH�H[FHSWLRQ�RI�GLVFORVXUHV�PDGH�LQ�WKH�VWDWXWRU\�DQQXDO�UHSRUW�LQ�FRPSOLDQFH� ZLWK� JHQHUDO� DFFRXQWLQJ� DQG� FRPSDQ\� ODZ� SURYLVLRQV� �VHH� 7DEOH� ���� DERYH���UHODWLYHO\� OLWWOH�� LI� DQ\�� HQYLURQPHQWDO� GLVFORVXUH� ZLOO� EH� FODVVLILHG� DV� µPDQGDWRU\¶�� /DVWO\��IURP�D�JOREDO�SHUVSHFWLYH��(XURSHDQ�FRXQWULHV�DUH�QRW�RXW�RI�VWHS�ZLWK�GHYHORSPHQWV�LQ�RWKHU�SDUWV� RI� WKH� GHYHORSHG�ZRUOG��2Q� WKH� FRQWUDU\�� VWHSV� WDNHQ� E\� FRXQWULHV� VXFK� DV�'HQPDUN��)UDQFH��WKH�1HWKHUODQGV��1RUZD\��6SDLQ�DQG�6ZHGHQ�SODFH�(XURSH�DW�WKH�KHDG�RI�WKH�SDFN�LQ�WHUPV�RI�VWDQGDUGV�RI�UHTXLUHG�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH��+RZHYHU��LQ�RYHUDOO�WHUPV��WKLV�µVWDWH�RI�WKH�ZRUOG¶�UHYLHZ�VXJJHVWV�WKDW� IRU�WKH�WLPH�EHLQJ�DW�OHDVW��WKHUH�LV�OLWWOH�SROLWLFDO�ZLOO�RU�GHWHUPLQDWLRQ� WR�UHTXLUH FRPSDQLHV� WR�EH�DFFRXQWDEOH� WR�VRFLHW\� IRU� WKHLU�FRPSRVLWH�HQYLURQPHQWDO�LPSDFWV�RXWVLGH�WKH�OLPLWHG��HFRQRPLF�FRQILQHV�RI�WKH�VWDWXWRU\�DQQXDO�UHSRUW��0RYHPHQWV� WRZDUGV� PDQGDWRU\� HQYLURQPHQWDO� GLVFORVXUH� DQG� UHSRUWLQJ� LQ� UHODWLRQ� WR�HQYLURQPHQWDO� SHUIRUPDQFH� LVVXHV� DQG� UHSRUWLQJ� DW�FRUSRUDWH± UDWKHU� WKDQ� VLWH±OHYHO� VWLOO�DSSHDU�WR�EH�VRPH�ZD\�RII��5HFHQW�H[SHULHQFH�LQ�WKH�1HWKHUODQGV�LQ�WKLV�FRQWH[W�SURYLGHV�D�VDOLHQWUHPLQGHU�RI�WKH�VRFLR�SROLWLFDO� QDWXUH� RI� PRYHV� WRZDUGV� JUHDWHU� FRUSRUDWH� HQYLURQPHQWDO� UHVSRQVLELOLW\� DQG�DFFRXQWDELOLW\�� 7KH� 'XWFK� VLWH�EDVHG� HQYLURQPHQWDO� UHSRUWLQJ� UHJXODWLRQV�� UHIHUUHG� WR� LQ�6HFWLRQ����� DERYH�DQG�GHWDLOHG� LQ�$SSHQGL[����ZHUH� LQWURGXFHG�RQ� WKH�EDFN�RI�DQ�H[LVWLQJ��H[WHQVLYH� V\VWHP� RI� 'XWFK� HQYLURQPHQWDO� UHJXODWLRQV�� +RZHYHU�� IROORZLQJ� VRPH� PDMRU�HFRORJLFDO� GLVDVWHUV� LQ� WKH� 1HWKHUODQGV� LQ� WKH� HDUO\� ����V�� WKH� 'XWFK� JRYHUQPHQW� FDPH� WR�UHJDUG� WKH�V\VWHP�DV� LQVXIILFLHQW� WR�SURWHFW� WKH�HQYLURQPHQW�DQG�VWDUWHG� LQ�WKH�ODWH�����V�WR�LQWHUYHQH� LQ� WKH�PDUNHW� WKURXJK�QHZ� OHJLVODWLRQ�RQ�PDWWHUV� VXFK�DV�JURXQGZDWHU��KD]DUGRXV�PDWHULDOV�DQG�WKH�µSROOXWHU�SD\V�SULQFLSOH¶�ZKLFK�SODFHG�WKH�RQXV�RI�SURRI�RI�LQQRFHQFH�RQ�WKH�GHIHQGDQW��+XL]LQJ�DQG�'HNNHU� �������,Q�������WKH�ILUVW�QDWLRQDO�HQYLURQPHQWDO�LQYHVWLJDWLRQ�LQ� WKH� 1HWKHUODQGV� OHG� WR� WKH� UHOHDVH� RI� WKH� 1DWLRQDDO 0LOLHXEHOHLGVSODQ �1DWLRQDO�(QYLURQPHQWDO�3ODQ��103��������LQ�������7KH�103�ZDV�D�VLJQLILFDQW�GRFXPHQW��FRQWDLQLQJ�PDQ\�REMHFWLYHV��VFHQDULRV�DQG�LQVWUXPHQWV�LQ�UHODWLRQ�WR�PDMRU�HQYLURQPHQWDO�LVVXHV�VXFK�DV�JUHHQKRXVH� JDVHV�� 7KH� 103� DOVR� VWLSXODWHG� WKH� LQWURGXFWLRQ� RI� µFRPSDQ\�ZLGH�HQYLURQPHQWDO� FRQWURO¶� �&:(&��� D� FRQFHSW� ZKLFK� KDG� EHHQ� GHYHORSHG� IROORZLQJ� FORVH�FRRSHUDWLRQ�EHWZHHQ�WKH�'XWFK�JRYHUQPHQW�DQG�LQGXVWU\��,Q�WKH�ODWH�����V�DQG�HDUO\�����V��WKH�1HWKHUODQGV�EHFDPH�LQYROYHG�LQ�D�VHULRXV�GHEDWH�RQ�WKH�H[LJHQFLHV RI�&:(&�DQG�RWKHU�DVSHFWV� RI� FRUSRUDWH� HQYLURQPHQWDO� LVVXHV�� 7KHVH� GHEDWHV� WRRN� SODFH� ODUJHO\� EHWZHHQ� WKH�'XWFK� *RYHUQPHQW� DQG� WKUHH� KLJKO\� RUJDQL]HG� SDUWLHV�� L�H�� WKH� HPSOR\HUV¶� FRQIHGHUDWLRQV��UHSUHVHQWLQJ� WKH� LQWHUHVWV� RI� HPSOR\HUV��� HPSOR\HHV¶� IHGHUDWLRQV� �UHSUHVHQWLQJ� WKH� LQWHUHVWV�
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RI� HPSOR\HHV�� DQG�HQYLURQPHQWDO� RUJDQL]DWLRQV� �+XL]LQJ� DQG�'HNNHU�����������7KH�GHEDWHV�ZHUH� PRVWO\� DERXW� WKH� H[WHQW� WR� ZKLFK� JRYHUQPHQW� UHJXODWLRQV� VKRXOG� EH� LQWURGXFHG� WR�FRQWURO� WKH� DFWLYLWLHV� RI� RUJDQL]DWLRQV�� WKH� HPSOR\HUV¶� FRQIHGHUDWLRQV� VWUHVVLQJ� WKHLU� RZQ�UHVSRQVLELOLWLHV� IRU� DGHTXDWH� HQYLURQPHQWDO� FDUH�� DQG� WKH� HPSOR\HH� IHGHUDWLRQV� DQG�HQYLURQPHQWDO� RUJDQL]DWLRQV� DUJXLQJ� WKH� QHHG� IRU� JRYHUQPHQW� UHJXODWLRQV� �+XL]LQJ� DQG�'HNNHU�� ������� 7KH� HPSOR\HUV¶� FRQIHGHUDWLRQV� ZHUH�� SHUKDSV� QRW� VXUSULVLQJO\�� VWURQJO\�RSSRVHG� WR� WKH� LQWURGXFWLRQ�RI� UHJXODWLRQV�� VXJJHVWLQJ� WKH�YROXQWDU\� LQFOXVLRQ�RI�D� VHSDUDWH�HQYLURQPHQWDO�VHFWLRQ�LQ�WKH�GLUHFWRUV¶�UHSRUW�RU�LQ�WKH�DQQXDO�HPSOR\HH�UHSRUW��912�1&:�������� DV� UHIHUUHG� WR� LQ� +XL]LQJ� DQG�'HNNHU�� ������� 7KHUH� ZHUH� DOVR� VXJJHVWLRQV� IURP� WKH�HPSOR\HUV¶� RUJDQL]DWLRQV� WKDW� UHODWLYHO\� KHDYLO\� SROOXWLQJ� FRPSDQLHV� FRXOG� DOVR� YROXQWDULO\�SXEOLVK� D� VHSDUDWH� JUHHQ� UHSRUW� �912�1&:�� ������� %RWK� VLGHV� WRRN� WKH� VDPH� SRVLWLRQ� LQ�UHODWLRQ� WR� WKH� LQWURGXFWLRQ� RI� µPDWHULDOV� UHJLVWUDWLRQ¶�� D� IRUP�RI� µJUHHQ� DFFRXQWLQJ¶�ZKLFK��VLPLODU�WR�WKH�'DQLVK�DQG�*HUPDQ�$XVWULDQ�DSSURDFKHV�WR�PDVV�EDODQFHV��LQYROYHG�D�PDWHULDOV�EDODQFH�VKHHW�� D�PDWHULDOV� LQIORZV�DQG�RXWIORZV�VWDWHPHQW�� DQG� WKH� UHJLVWUDWLRQ�RI�SDUWLFXODU�PDWHULDOV��7KH�HQYLURQPHQWDO�DQG�HPSOR\HHV¶�RUJDQL]DWLRQV�DUJXHG�IRU�WKH�OHJDO�LQWURGXFWLRQ�RI�FRPSXOVRU\�PDWHULDOV�UHJLVWUDWLRQ�IRU�KHDYLO\�SROOXWLQJ�FRPSDQLHV��ZLWK�WKHVH�UHJLVWUDWLRQV�EHLQJ� DXGLWHG� E\� DQ� DFFRXQWDQW� �90'�610�� ������ )19�� ������� 7KH� HPSOR\HUV¶�RUJDQL]DWLRQV� ZHUH� DJDLQVW� WKH� LGHD� RQ� WKH� JURXQGV� WKDW� PDWHULDOV� UHJLVWUDWLRQ� ZDV� ERWK�LPSUDFWLFDO�DQG�VXSHUIOXRXV��912�1&:���������7KH� 'XWFK� JRYHUQPHQW� DOWKRXJK� XQFRQYLQFHG� DERXW� WKH� EHQHILWV� RI� JUHHQ� DFFRXQWLQJ�� GLG�DGRSW� D� SURSRVDO� RI� WKH� HQYLURQPHQWDO� DQG� HPSOR\HHV¶� RUJDQL]DWLRQV� LQ� UHODWLRQ� WR� WKH�H[WHUQDO� DXGLWLQJ� RQ� &:(&� LQIRUPDWLRQ� �.LN� DQG� -DQVVHQ�� ������� $V� D� UHVXOW�� &:(&�UHPDLQHG� D� FHQWUDO� SODQN� RI�'XWFK� SXEOLF� HQYLURQPHQWDO� SROLF\� WKURXJKRXW� WKH� ����V�� 7KH�HPSOR\HUV¶� RUJDQL]DWLRQV� FRQWLQXHG� WR� OREE\� WKH� 'XWFK� JRYHUQPHQW� RQ� WKH� EHQHILWV� �WR�EXVLQHVV�� RI� WKH� LQWHUQDOLVDWLRQ� RI� WKHLU� UHVSRQVLELOLW\� IRU� HQYLURQPHQWDO� LVVXHV�� ZKLFK�LQFOXGHG� LPSURYHG� SXEOLF� LPDJH�� FRPPHUFLDO� SURILWDELOLW\� IURP� DWWUDFWLQJ� FXVWRPHUV� ZKR�SUHIHUUHG� HQYLURQPHQWDOO\�IULHQGO\� SURGXFWV�� DQG� WKH� DYRLGDQFH� RI� XQLODWHUDO� LPSRVLWLRQ� RI�UHJXODWLRQ� E\� JRYHUQPHQW�� 7KH� HQG� UHVXOW� RI� DOO� WKLV� ZDV� WKH LQGHILQLWH� SRVWSRQHPHQW� RI�OHJLVODWLRQ�RQ�&:(&�DQG�WKXV�ZKDW�PLJKW�EH�FRQVLGHUHG�D�VXFFHVVIXO�OREE\LQJ�FDPSDLJQ�E\�WKH�HPSOR\HUV¶�RUJDQL]DWLRQV����,Q�FRQWUDVW�� WKH�HQYLURQPHQWDO�DQG�HPSOR\HHV¶�RUJDQL]DWLRQV�ZHUH�DJDLQVW�OHJLVODWLRQ�RQ�&:(&�SUHIHUULQJ�JUHDWHU�DFFRXQWDELOLW\�RI�FRUSRUDWH�LQIRUPDWLRQ�RQ�HQYLURQPHQWDO� LVVXHV�DQG� OHJLVODWLRQ�RQO\�LQ�UHODWLRQ�WR�WKH�&:(&�HOHPHQWV�ZKLFK�GHDOW�ZLWK� H[WHUQDO� UHSRUWLQJ�� PDWHULDOV� UHJLVWUDWLRQ�� JUHHQ� DFFRXQWLQJ� DQG� H[WHUQDO� DXGLWLQJ��+XL]LQJ�DQG�'HNNHU���������7KLV�WHQVLRQ�UHPDLQHG�XQUHVROYHG�ZLWK�WKH�'XWFK�HQYLURQPHQW�PLQLVWU\� �9520�� IXQGLQJ� YDULRXV� UHVHDUFK� DQG� H[SHULPHQWDO� SURMHFWV� LQ� WKH� H[SHULPHQWDO�SHULRG�XS�WR������DLPHG�DW�FODULI\LQJ�PRUH�FOHDUO\�ZKLFK�&:(&�HOHPHQWV�FRXOG�DQG�QHHGHG�WR�EH�OHJLVODWHG�IRU��+XL]LQJ�DQG�'HNNHU���������+XL]LQJ�DQG�'HNNHU��������VXJJHVWHG�WKUHH�SRVVLEOH�RSWLRQV�IRU�WKH�DGRSWLRQ�RI�D�IRUPDOLVHG�DSSURDFK�WR�&('�LQ�WKH�1HWKHUODQGV�DW�WKH�WLPH���L��D�PDQGDWRU\�UHTXLUHPHQW�IRU�FRPSDQLHV�WR�SXEOLVK�DQ�DQQXDO�µJUHHQ¶��L�H��HQYLURQPHQWDO��UHSRUW��RQ�WKH�EDVLV�WKDW�YROXQWDU\�LQLWLDWLYHV�UHVXOW� RQO\� LQ� WKH� GLVFORVXUH� RI� LQIRUPDWLRQ�ZKLFK� VHUYHV� WKH� SXEOLF� UHODWLRQV� DQG� VWUDWHJLF�LQWHUHVWV�RI�EXVLQHVV�� �LL�� DOORZLQJ�FRPSDQLHV� WR�FRQWLQXH�ZLWK� WKHLU�YROXQWDU\�GLVFORVXUH�RI�HQYLURQPHQWDO� LQIRUPDWLRQ�� DQG�� �LLL�� D� VHULHV� RI� LQLWLDWLYHV� IURP� WKH� 'XWFK� HPSOR\HUV¶�FRQIHGHUDWLRQV� LQ� FRRSHUDWLRQ� ZLWK� WKH� HPSOR\HHV¶� DQG� HQYLURQPHQWDO� RUJDQL]DWLRQV��(YLGHQFH�RI�'XWFK�UHSRUWLQJ�SUDFWLFH�DW�WKDW�WLPH�VHHPHG�WR�VXSSRUW�WKH�ILUVW�RSWLRQ��.QRRSV�
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DQG� 3XSSLQJ� �������� IRU� H[DPSOH�� UHSRUW� WKDW� RI� WKHLU� FRQWHQW� DQDO\VLV� RI� HQYLURQPHQWDO�GLVFORVXUHV�LQ�WKH�GLUHFWRUV¶�UHSRUW�RI�WKH�VWDWXWRU\�DQQXDO�UHSRUW�RI�����FRPSDQLHV�OLVWHG�RQ�WKH� $PVWHUGDP� 6WRFN� ([FKDQJH�� VXFK� GLVFORVXUHV� JHQHUDOO\� UHIHUUHG� RQO\� WR� WKH� SRVLWLYH�LPSDFW� RI� WKHVH� FRPSDQLHV¶� DFWLYLWLHV� RQ� WKH� HQYLURQPHQW�� 2WKHU� UHVHDUFK� VXJJHVWHG� WKDW�'XWFK�FRPSDQLHV�ZHUH�VORZ�WR�LPSOHPHQW�&:(&�DQG�WKDW�PRVW�'XWFK�FRPSDQLHV�KDG�VWLOO�WR�LQWURGXFH� DQ� HQYLURQPHQWDO� SROLF\� �0RUHW� (UQVW� DQG�<RXQJ�� �������+RZHYHU��+XL]LQJ DQG�'HNNHU� ������� FRQFOXGHG� WKDW� OHJLVODWLRQ�ZDV�SUHPDWXUH�� SUHIHUULQJ� WKH� WKLUG�RSWLRQ��ZKLFK�ZDV�DOVR�IDYRXUHG�E\�WKH�'XWFK�JRYHUQPHQW��RI�SULYDWH�YROXQWDU\�LQLWLWLDWLYHV�RQ�WKH�JURXQGV�WKDW��LQWHU�DOLD��WKLV�DSSURDFK�KDG�SURYHG�VXFFHVVIXO�LQ�WKH�FDVH�RI�HPSOR\HH�UHSRUWLQJ��7KH�&:(&�H[SHULPHQW�UDQ�XQWLO�������DW�ZKLFK�WLPH�WKH�'XWFK�JRYHUQPHQW�GHFLGHG�WR�DGRSW�D�QHZ�ODZ�RQ�HQYLURQPHQWDO�UHSRUWLQJ�IRU�FHUWDLQ�'XWFK�FRPSDQLHV��DV�GHVFULEHG�LQ�6HFWLRQ����� DERYH� DQG� $SSHQGL[� ���� 7KH� 'XWFK� JRYHUQPHQW� UHDVRQHG� WKDW� D� WDUJHWHG� DSSURDFK� WR�PDQGDWRU\��VLWH�EDVHG�HQYLURQPHQWDO�UHSRUWLQJ�LQYROYLQJ�D�QXPEHU�RI�EDVLF�UHTXLUHPHQWV�IRU�FHUWDLQ�FRPSDQLHV�ZDV� WKH�PRVW�DSSURSULDWH� WRZDUGV�DFKLHYLQJ�D�PLQLPXP�TXDOLW\�VWDQGDUG�RI� FRUSRUDWH� HQYLURQPHQW� UHSRUWV� �($$5�� ������� +RZHYHU�� WKH� RSSRUWXQLW\� WR� UHTXLUH�PDQGDWRU\� HQYLURQPHQWDO� UHSRUWLQJ� DW�FRUSRUDWH OHYHO�ZDV� ORVW� XQGHU� VWURQJ� OREE\LQJ� IURP�WKH� FRUSRUDWH� VHFWRU�� 2QH� SUREOHP�ZLWK� D� VLWH�EDVHG� DSSURDFK�� VXFK� DV� WKDW� DGRSWHG� LQ� WKH�1HWKHUODQGV� �DQG� XQGHU� WKH� ILUVW� (0$6� 5HJXODWLRQ� DQG� ,62� �������� LV� WKDW� UHSRUWLQJ� RQ�PHDVXUHV�WDNHQ�WR�UHGXFH�HQYLURQPHQWDO�LPSDFWV�LQ�RQH�OLQH�RI�EXVLQHVV�RU�JHRJUDSKLFDO�DUHD�PD\� REVFXUH� PRUH� VHULRXV� QHJDWLYH� HQYLURQPHQWDO� LPSDFWV� LQ� DQRWKHU� OLQH� RI� EXVLQHVV� RU�JHRJUDSKLFDO�DUHD��ZKLFK�JR�XQUHSRUWHG��$GDPV�HW�DO����������$V�D�FRQVHTXHQFH��WKH�RYHUDOO�TXDOLW\�RI�HQYLURQPHQWDO�UHSRUWLQJ�E\�'XWFK�FRPSDQLHV�XQGHU�WKH�QHZ�UHJXODWLRQV�LV�OLNHO\�WR�EH�OLPLWHG��ODFNLQJ�JHQXLQH�WUDQVSDUHQF\�RU�DFFRXQWDELOLW\�WR�WKH�ZLGHU�VRFLHW\��2QH�SRVVLEOH�FRXQWHUYDLOLQJ� IDFWRU� LQ� WKLV� VFHQDULR� LV� WKH� LQIOXHQFH�RI� WKH�'XWFK�(QYLURQPHQWDO� �UHFHQWO\�UH�QDPHG� µ6XVWDLQDELOLW\¶��5HSRUWLQJ�$ZDUGV�6FKHPH� �(5$6���ZKLFK�PD\� HQFRXUDJH�PRUH�'XWFK�FRPSDQLHV�WR�UHSRUW�RQ�WKH�HQYLURQPHQWDO�LPSDFWV�LQ�UHODWLRQ�WR�WKHLU�JOREDO�RSHUDWLRQV�UDWKHU� WKDQ� MXVW� IRU�RQH� UHJLRQ�RU�RSHUDWLQJ� VLWH��'HYHORSPHQWV� VXFK� DV�(5$6�DUH� OLNHO\� WR�OHDG� WR� D� GHJUHH� RI� FRQYHUJHQFH� ZLWKLQ� (XURSH� WRZDUGV� VRPH� IRUP� RI� VWDQGDUGLVHG�HQYLURQPHQWDO� UHSRUWLQJ� LQ� UHVSRQVH� WR� VWDNHKROGHU� SUHVVXUH� IRU� JOREDO� µEHQFKPDUNV¶� RI�FRUSRUDWH� JRYHUQDQFH� DQG� DFFRXQWDELOLW\� �VHH� IRU� H[DPSOH�� &DGEXU\�� ������ &RPPLVVLH�&RUSRUDWH� *RYHUQDQFH�� ������ )UHGHULFN�� ������ 2(&'�� ����D�� ����E�� 6KRUW�HW� DO��� ������7ULFNHU��������7XUQEXOO��������:LWKHUHOO���������5HFHQW� HVWLPDWHV� SXW� WKH� WRWDO�QXPEHU� RI� VWDQG�DORQH� HQYLURQPHQW� UHSRUWV� SURGXFHG�ZRUOG�ZLGH� DW� DURXQG� ������ZLWK� UHSRUWV� NQRZQ� WR� KDYH� EHHQ� SXEOLVKHG� LQ� ��� GLIIHUHQW� FRXQWULHV��$&&$�����������7KH�IXWXUH�WKXV�VHHPV�WR�EH�RQH�LQ�ZKLFK�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ�DQG�HQYLURQPHQWDO�DFFRXQWLQJ�WKURXJKRXW�WKH�ZRUOG��EXW�SDUWLFXODUO\�LQ�(XURSH��ZLOO�EH�D�NH\�FRPSRQHQW�RI�FRUSRUDWH�H[WHUQDO�FRPPXQLFDWLRQV��0RUH�UHFHQWO\��UHSRUWLQJ�DZDUGV�VFKHPHV�VXFK�DV�(5$6�KDYH�EHHQ�H[WHQGHG�LQWR�WKH�DUHD�RI�VRFLDO�DQG�HWKLFDO�DFFRXQWDELOLW\�DQG�WULSOH�ERWWRP� OLQH� �7%/�� UHSRUWLQJ�� ,Q� WKH� 8.�� D� VRFLDO� UHSRUWLQJ� DZDUGV� �65$�� VFKHPH� ZDV�ODXQFKHG�LQ������E\�WKH�$&&$�DQG�WKH�,QVWLWXWH�RI�6RFLDO�DQG�(WKLFDO�$FFRXQW$ELOLW\��,6($��ZLWK� WKH� DLP� RI� HQFRXUDJLQJ� JRRG� SUDFWLFH� LQ� UHSRUWLQJ� WKH� VRFLDO� LVVXHV� WKDW� IDFH DOO�RUJDQL]DWLRQV�DQG�WR�HQFRXUDJH�QRQ�UHSRUWHUV�WR�VWDUW�WKH�SURFHVV�RI�PHDVXULQJ��PDQDJLQJ�DQG�FRPPXQLFDWLQJ� WKHLU� VRFLDO� HIIHFWV�� ,Q� ������ WKH� $&&$� ODXQFKHG� WKH� ILUVW� µVXVWDLQDELOLW\¶�UHSRUWLQJ� DZDUGV� VFKHPH�� µ7KH� $&&$� $ZDUGV� IRU� 6XVWDLQDELOLW\� 5HSRUWLQJ¶� �6XV5$��� WR�UHZDUG� FRPSDQLHV� ZKR� UHSRUW� RQ� WKHLU� HQYLURQPHQWDO�� VRFLDO� DQG� HFRQRPLF� LPSDFWV� RQ�



3UDFWLFDO�GHYHORSPHQWV

��

VRFLHW\�� ,Q� ������ IROORZLQJ� WKH� $&&$¶V� OHDG�� WKH� (XURSHDQ� 5HSRUWLQJ� (QYLURQPHQWDO�5HSRUWLQJ� $ZDUGV� �((5$�� VFKHPH� ZDV� UH�QDPHG� WKH� (XURSHDQ� 6XVWDLQDELOLW\� 5HSRUWLQJ�$ZDUGV� �(65$�� ������ LQ� UHFRJQLWLRQ� RI� WKH� VKLIW� LQ� FRUSRUDWH� UHSRUWLQJ� DZD\� IURP� SXUHO\�HQYLURQPHQWDO�LVVXHV�WRZDUGV�WULSOH�ERWWRP�OLQH��7%/��UHSRUWLQJ�RQ�HFRQRPLF��HQYLURQPHQWDO�DQG�VRFLDO�LVVXHV���+RZHYHU��GHVSLWH�WKHVH�ODXGDEOH�GHYHORSPHQWV��DQ\SHUFHSWLRQ�WKDW�FRPSDQLHV�DUH�HPEUDFLQJ�ZLWK� RSHQ� DUPV� WKH� RSSRUWXQLWLHV� IRU� SLRQHHULQJ� GHYHORSPHQWV� LQ� FRUSRUDWH� HQYLURQPHQWDO�UHSRUWLQJ�LV�SHUKDSV�PLVSODFHG��(QYLURQPHQWDO�UHSRUWLQJ�ZDV��DQG�VWLOO� LV��D�UHODWLYHO\�PLQRU�DFWLYLW\�IRU�WKH�FRUSRUDWH�VHFWRU DV�D�ZKROH��0RUHRYHU��WKH�YDVW�PDMRULW\�RI�VXFK�UHSRUWLQJ�LV�KLJKO\�VHOHFWLYH�DQG�WHQGV�WR�EH�VHOI�ODXGDWRU\��EHLQJ�ODUJHO\�µSXEOLF�UHODWLRQV¶�GULYHQ�ZLWK�D�YLUWXDOO\� XQLYHUVDO� UHOXFWDQFH� WR� GLVFORVH� WKH� PRUH� SULFNO\� DQG� GLVWXUELQJ� DVSHFWV� RI� WKH�LPSDFW� RI� LQGXVWULDOLVP� RQ� WKH� HQYLURQPHQW� �VHH�� IRU� H[DPSOH�� 'HHJDQ�� ������'HHJDQ� DQG�*RUGRQ��������+DUWH�DQG�2ZHQ��������.30*�:,00���������(QYLURQPHQWDO� UHSRUWLQJ�KDV�DOVR� WHQGHG� WR� EH� IUDJPHQWDU\� DQG� DG� KRF�� ZLWK� PRVW� GLVFORVXUHV� EHLQJ� SDUWLDO�� ODFNLQJ�LQWHJUDWLRQ�LQWR�D�FRPSRVLWH�ZKROH��$GDPV�HW�DO����������7KH�H[WHQW�WR�ZKLFK�FRUSRUDWLRQV�DUH�UHTXLUHG WR� EH� SXEOLFO\� DFFRXQWDEOH� IRU� WKHLU� HQYLURQPHQWDO� LPSDFWV� LV� VWLOO� YHU\� PLQLPDO��VXFK�WKDW�WKH�YDVW�PDMRULW\�RI�&('�UHPDLQV�YROXQWDU\�
��� 6XPPDU\�DQG�FRQFOXVLRQV7KLV�FKDSWHU�KDV�SURYLGHG�D�EULHI�RYHUYLHZ�RI�VRPH�RI�WKH�PRUH�UHFHQW�SUDFWLFDO�DQG�SUDFWLFH�EDVHG�GHYHORSPHQWV�LQ�&65�LQ�JHQHUDO�DQG�&('�LQ�SDUWLFXODU��$�QXPEHU�RI�FRQFOXVLRQV�PD\�EH� GUDZQ� IURP� WKLV� UHYLHZ��)LUVWO\�� WKH�SUDFWLFH RI�&65� LV�QRW�QHZ�EXW�KDV� D ORQJ�KLVWRU\��GRWWHG� DORQJ� WKH� ZD\� ZLWK� H[DPSOHV� ZKLFK� KDYH� FRPH� WR� UHSUHVHQW� µPLOHVWRQHV¶� LQ� WKH�GHYHORSPHQW�RI�&65�WKURXJK�WR�WKH�SUHVHQW�GD\��6HFRQGO\��WKH�SHULRG�FRYHUHG�E\�WKH�SUHVHQW�VWXG\�������WR�������LV�RQH�LQ�ZKLFK�&('�FDPH�RI�DJH��SDUWLFXODUO\ WKURXJK�YROXQWDU\��VWDQG�DORQH��GHGLFDWHG�HQYLURQPHQW�UHSRUWV��+RZHYHU��VXFK�UHSRUWLQJ�KDV�EHHQ�DQG�UHPDLQV�PDLQO\�D� SKHQRPHQRQ� RI� ODUJH� FRUSRUDWLRQV� �$&&$�� ������ &RZHQ�HW� DO��� ������ .30*�:,00�������� /MXQJGDKO�� ����D�� 7URWPDQ� DQG� %UDGOH\�� ������� ,Q� LWV� UHSRUW� RQ� WKH� �����8.�(5$�VFKHPH� �$&&$�� ������� IRU� H[DPSOH�� WKH� SDQHO� RI� MXGJHV� FRQFOXGHV� WKDW� LW� LV� VWLOO� WKH� YHU\�ODUJHVW� FRPSDQLHV�ZKLFK� DUH� VHWWLQJ� WKH�SDFH� IRU� HQYLURQPHQWDO� UHSRUWLQJ�DW� WKH� µEOXH�FKLS¶�OHYHO� �IRU�D�VWXG\�RI�HQYLURQPHQWDO�UHSRUWLQJ�E\�PHGLXP�VL]HG�FRPSDQLHV��VHH�IRU�H[DPSOH��-DFNVRQ�DQG�2ZHQ���������7KLUGO\�� WKHUH� LV�D�JURZLQJ�� WKRXJK�QRW�SDUWLFXODUO\�SURQRXQFHG��WUHQG�ZLWKLQ� D� QXPEHU� RI� (XURSHDQ� FRXQWULHV� WRZDUGV�PDQGDWRU\� HQYLURQPHQWDO� GLVFORVXUH�ERWK�ZLWKLQ�WKH�VWDWXWRU\�DQQXDO�UHSRUW DQG�LQ�WKH�IRUP�RI�VLWH�EDVHG��VWDQG�DORQH�HQYLURQPHQW�UHSRUWV�� )RXUWKO\�� WKHUH� LV� DOVR� D� JURZLQJ� WUHQG� DPRQJVW� WKH� ODUJHU� FRPSDQLHV� LQ� YROXQWDU\�VWDQG�DORQH�HQYLURQPHQW�UHSRUWV�ZKLFK�FRYHU�WKH�ILUP¶V�HQWLUH�RSHUDWLRQV�DQG�DFWLYLWLHV�7KH� ODWWHU� WUHQG� LV� SHUKDSV� RQH� RI� WKH� PRUH� VLJQLILFDQW� GHYHORSPHQWV� LQ� FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ�LQ�(XURSH�VLQFH�WKH�HQG�RI�WKH�����V��7KH�LQWULJXLQJ�TXHVWLRQ�LV�ZK\�FRPSDQLHV�ERWKHUHG�WR�SXEOLVK�WKHVH�UHSRUWV�DW�DOO��HVSHFLDOO\�JLYHQ�WKH�IDFW�WKDW�WKHUH�LV�D�ODFN�RI DQ\�REYLRXV�GHPDQG�IRU�HQYLURQPHQW� UHSRUWV� IURP�PDMRU�VWDNHKROGHUV��VHH��IRU�H[DPSOH��'DQLVK� (QYLURQPHQWDO� 3URWHFWLRQ� $JHQF\�� ������ /MXQJGDKO�� ����E�� 7KH� $&&$� �������LGHQWLI\� D� QXPEHU� RI� WDQJLEOH� EHQHILWV�ZKLFK� VXSSRUW� WKH� µEXVLQHVV� FDVH¶� IRU� HQYLURQPHQWDO�UHSRUWLQJ�� LQFOXGLQJ�� �L�� VWUHQJWKHQLQJ� VWDNHKROGHU� UHODWLRQV�� �LL�� GHPRQVWUDWLQJ� DQ� KROLVWLF�DSSURDFK� WR� HQYLURQPHQWDO� UHVSRQVLELOLW\� WR� VWDNHKROGHUV�� �LLL�� FRPSHWLWLYH� DGYDQWDJH� IURP�
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EHLQJ�WKH�PDUNHW�OHDGHU�DQG�IURP�LQIRUPLQJ�VXSSO\�FKDLQV�RI�HQYLURQPHQWDO�FUHGHQWLDOV��DQG���LY�� SXEOLF� UHFRJQLWLRQ� IRU� FRUSRUDWH� DFFRXQWDELOLW\� DQG� UHVSRQVLELOLW\�� +RZHYHU�� ZKLOVW�LQVWUXPHQWDOLVW� DUJXPHQWV�PD\� H[LVW� IRU� GRLQJ�VRPHWKLQJ�� WKHVH� GR� QRW� QHFHVVDULO\� H[SODLQ�PDQDJHPHQW� EHKDYLRXU�� 7KH� SRWHQWLDO PRWLYHV� IRU� DQG� LQIOXHQFHV� RQ� HQYLURQPHQWDO�GLVFORVXUH�DQG�UHSRUWLQJ�DUH�PDQ\��YDULHG�DQG�FRPSOH[��$WWHPSWV�WR�XQGHUVWDQG�WKH�PRWLYHV�XQGHUO\LQJ�&('�DUH�H[DPLQHG�LQ�WKH�QH[W�FKDSWHU�ZKLFK�H[SORUHV�SULRU�UHVHDUFK�WKDW�KDV�EHHQ�FRQFHUQHG�ZLWK�SURYLGLQJ�LQVLJKWV�LQWR�WKH�QDWXUH�DQG�FDXVHV�RI�&65�&('�
1RWHV�� )RU�H[DPSOHV�RI� WKLV�FRQYHQWLRQDO�DSSURDFK� WR�ERWK� WKH�SUDFWLFH�DQG�UHVHDUFK�RI�HQYLURQPHQWDO�DFFRXQWLQJ�DQG�UHSRUWLQJ�VHH�6FKDOWHJJHU��������DQG�6FKDOWHJJHU�DQG�%XUULWW���������� 7KH� µVRFLDO� DXGLWV¶� UHIHUUHG� WR� KHUH� DUH� ZKDW� *UD\� ������� S���� GHVFULEHV� DV� ³«� WKRVH� SXEOLF�DQDO\VHV�RI�DFFRXQWDEOH�HQWLWLHV�XQGHUWDNHQ��PRUH�RU�OHVV�V\VWHPDWLFDOO\��E\�ERGLHV�LQGHSHQGHQW�RI�WKH�HQWLW\��DQG�W\SLFDOO\�ZLWKRXW�WKH�DSSURYDO�RI�WKH�HQWLW\�FRQFHUQHG�´�6XFK�WKLUG�SDUW\�DXGLWV��WKH�VWDQGDUG�IRU�ZKLFK�ZDV�VHW�E\�6RFLDO�$XGLW�/WG��LQ�WKH�����V��DUH�VHHQ�DV�SURYLGLQJ�D�YDOXDEOH��GHPRFUDWLF�PHDQV� E\�ZKLFK� WR� KROG� DQ� HQWLW\� WR� DFFRXQW�� SHUKDSV�PRUH� VR� LQ� FDVHV�ZKHUH� WKH�HQWLW\�FRQFHUQHG�GRHV�QRW�ZDQW�WR�EH�KHOG�WR�DFFRXQW��VHH��IRU�H[DPSOH��%DXHU�DQG�)HQQ��������*HGGHV��������*UD\��������+HQULTXHV��������0HGDZDU���������� 7KH� ODWWHU� SHUFHSWLRQ� LV� LWVHOI� EDVHG� RQ� WKH� EHOLHI� WKDW� WKH� SULPH� UHVSRQVLELOLW\� RI� EXVLQHVV�H[HFXWLYHV�XQGHU� WKH�VRFLDO�V\VWHP��FDSLWDOLVP�� LV� WR�PDNH�SURILWV� IRU� WKHLU�VKDUHKROGHUV��IRU�DQ�HORTXHQW�H[SRVLWLRQ�RI�WKLV�YLHZ��VHH�)UHHGPDQ�������DQG��������VXSSRUWHG�E\�WKH�WULFNOH�GRZQ�WKHRU\�ZKLFK� �WKRXJK�XQSURYHQ LQ�SUDFWLFH��DUJXHV� WKDW� �LQ�-RKQ�)��.HQQHG\¶V�ZRUGV��µD�ULVLQJ�WLGH�UDLVHV�DOO�ERDWV¶��L�H��WKDW�DOO�VHFWLRQV�RI�VRFLHW\�EHQHILW��� )RU� PRUH� GHWDLOV� RQ� WKH� UHODWLRQVKLS� EHWZHHQ� EXVLQHVV� DQG� VRFLHW\� LQ� WKH� FRQWH[W� RI� VRFLDO�DFFRXQWLQJ�DQG�DFFRXQWDELOLW\�� VHH�� IRU�H[DPSOH��*UD\������D��E��*UD\� HW�DO���������������*UD\�DQG�%HEELQJWRQ��������0DWKHZV��������0HGDZDU��������� 7KH�FHQWUDO�LVVXHV�EHLQJ�UHIHUUHG�WR�KHUH��ZKLFK��QRWZLWKVWDQGLQJ�WKHLU�HQRUPRXV�LPSRUWDQFH��DUH�RXWVLGH� WKH� VFRSH� RI� WKH� SUHVHQW� VWXG\�� LQFOXGH� SROLWLFDO� GHPRFUDF\�� DFFRXQWDELOLW\�� HFRORJLFDO�VXVWDLQDELOLW\��HFRQRPLF�SRZHU��WKH�GLVWULEXWLRQ�RI�ZHDOWK��HWF��7UDGLWLRQDO�DFFRXQWLQJ�DQG�ILQDQFH�ODUJHO\� LJQRUH� VXFK� LVVXHV� RVWHQVLEO\� EHFDXVH� PRGHUQ� FDSLWDOLVP� EDVHG� RQ� D� V\VWHP� RI� µIUHH�PDUNHWV¶�DQG�WKH�ZRUNLQJV�RI�WKH�µLQYLVLEOH�KDQG¶�ZKHQ�VXEVLVWLQJ�ZLWKLQ�D�SROLWLFDO�V\VWHP�EDVHG�RQ�OLEHUDO�GHPRFUDF\��LV�VHHQ�DV�WKH�µEHVW�DYDLODEOH¶��$V�:LOOLDP�&KXUFKLOO�VWDWHG�LQ�D�VSHHFK�WR�WKH�%ULWLVK�+RXVH�RI�&RPPRQV�RQ����1RYHPEHU��������³1R�RQH�SUHWHQGV�WKDW�>OLEHUDO@�GHPRFUDF\�LV�SHUIHFW�RU�DOO�ZLVH�� ,QGHHG�� LW�KDV�EHHQ�VDLG� WKDW�GHPRFUDF\� LV� WKH�ZRUVW�NLQG�RI�*RYHUQPHQW�H[FHSW� DOO� WKRVH� RWKHU� IRUPV� WKDW� KDYH� EHHQ� WULHG� IURP� WLPH� WR� WLPH´� �283�� ������ S�������6LPLODUO\�� -RKQ� 0D\QDUG� .H\QHV� UHPDUNHG�� ³,� WKLQN� WKDW� FDSLWDOLVP�� ZLVHO\� PDQDJHG�� FDQ�SUREDEO\�EH�PDGH�PRUH�HIILFLHQW�IRU�DWWDLQLQJ�HFRQRPLF�HQGV�WKDQ�DQ\�DOWHUQDWLYH�V\VWHP�\HW�LQ�VLJKW��EXW�WKDW�LQ�LWVHOI�LV�LQ�YHU\�PDQ\�ZD\V�H[WUHPHO\�REMHFWLRQDEOH´��283��������S�������:KLOVW�FDSLWDOLVP�KDV�FHUWDLQO\�GHOLYHUHG�RQ�LWV�SURPLVH�LQ�WHUPV�RI�ZKDW�/RUG�5REELQV��������GHILQHG�DV�WKH�HIILFLHQW DOORFDWLRQ�RI�>PRQH\@�UHVRXUFHV�DPRQJVW�DOWHUQDWLYH�HQGV��WKH�UXE�OLHV�LQ�UHODWLRQ�WR�LVVXHV� RI� HFRORJLFDO� VXVWDLQDELOLW\�� VRFLDO� MXVWLFH�� DFFRXQWDELOLW\� DQG� GHPRFUDF\�� ,Q� VKRUW��FDSLWDOLVP�GHOLYHUV� HIILFLHQF\�� QRW� GHPRFUDF\� �+DQG\�� ������� ,Q� FDSLWDOLVW� VRFLHWLHV�� RQH�RI� WKH�PDLQ� SURWHFWRUV� DQG� HQIRUFHUV� RI� GHPRFUDF\� DQG� DFFRXQWDELOLW\� DUH� WKH� ODZV� JRYHUQLQJ� KRZ� D�VRFLHW\�WUHDWV�LWV�SHRSOH��WKH�SHRSOHV�RI�RWKHU�QDWLRQV�DQG�WKH�QDWXUDO�HQYLURQPHQW��+RZHYHU��WKH�H[WHQW�WR�ZKLFK�QDWLRQDO�JRYHUQPHQWV�DUH�DEOH�DQG�ZLOOLQJ�WR�LQWURGXFH�DQG�HQIRUFH�ODZV�WR�SURWHFW�GHPRFUDF\�DQG� WR�SURWHFW� WKH�SODQHW�PD\�EH�VHYHUHO\�FRPSURPLVHG�E\� LWV�HFRQRPLF�REMHFWLYHV��SDUWLFXODUO\� WKRVH� REMHFWLYHV� ZKLFK� DUH� LQ� GLUHFW� RSSRVLWLRQ� WR� GHPRFUDF\� DQG� HFRORJLFDO�VXVWDLQDELOLW\��+HQFH��DOWKRXJK�HFRQRPLF�GHYHORSPHQW�DQG�WKH�SXUVXLW�RI�HFRQRPLF�JURZWK�PD\�GHOLYHU�FHUWDLQ�GHVLUDEOH�HQGV�VXFK�DV�PDUNHW�SULFH�HIILFLHQF\�� WHFKQLFDO�LQQRYDWLRQ�DQG�SURGXFW�GHYHORSPHQW��LW�LV�QR�JXDUDQWHH�RI�VRFLDO�MXVWLFH�RU�RI�HQYLURQPHQWDO�SURWHFWLRQ�DQG�FDQQRW GHOLYHU�VXVWDLQDELOLW\��VHH��+LEELWW��������
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�� 6XVWDLQDELOLW\� �L�H�� HFRORJLFDO VXVWDLQDELOLW\�� LV� DQ� HQRUPRXVO\� ZLGH�UDQJLQJ�� FRPSOH[� DQG�GLIILFXOW�VXEMHFW�WR�JUDVS��VR�PXFK�VR�WKDW�LW�LV�XQOLNHO\�WKDW�DQ\�RQH�SHUVRQ�IXOO\�XQGHUVWDQGV�LW��7KRVH�ZDQWLQJ�WR�JDLQ�D�EDVLF�XQGHUVWDQGLQJ�RI�VRPH�RI� WKH�LVVXHV�LQ�D�EXVLQHVV�DQG�DFFRXQWLQJ�FRQWH[W� DUH� UHIHUUHG� WR�%HEELQJWRQ� DQG�7KRPVRQ� �������� 7KRVH�ZLVKLQJ� WR� H[SORUH� WKH� GHEDWH�FRQFHUQLQJ� WKH� VXVWDLQDELOLW\� �RU� RWKHUZLVH�� RI� EXVLQHVV� DUH� UHIHUUHG� WR� WKH� IROORZLQJ� OLVW� RI�VHOHFWHG�UHIHUHQFHV�ZKLFK�SURYLGH�D�XVHIXO��EXW�QHFHVVDULO\�SDUWLDO�� LQWURGXFWLRQ�WR�DQ�H[WUHPHO\�FRPSOH[�DQG�FKDOOHQJLQJ�LVVXH��%HEELQJWRQ�DQG�*UD\��������������%HGHU��������%XFKRO]��������(ONLQJWRQ�� ������ (ONLQJWRQ�	�+DLOHV�� ������*UD\�� ����E�� ����F�� ������*UD\� DQG�%HEELQJWRQ��������������*UD\�HW�DO���������������+DQG\��������+DZNHQ��������+DZNHQ� HW�DO���������+LEELWW��������������+RZHV��������5XEHQVWHLQ��������6WRQH��������:HOIRUG��������� +RZHYHU��LW�ZRXOG�EH�ZURQJ�WR�LQWHUQDWLRQDOLVH�WKLV�µZD[LQJ�DQG�ZDQLQJ¶�RI�FRUSRUDWH�YROXQWDU\�UHSRUWLQJ�RI�VRFLDO�UHVSRQVLELOLW\�LVVXHV�DV�QRW�DOO�VRFLHWLHV�H[SHULHQFHG�WKH�VDPH�KLJKV�DQG�ORZV�LQ�UHODWLRQ� WR� &65HVS�� )RU� H[DPSOH�� ZKLOVW� WKH� SDWWHUQV� ZHUH� EURDGO\� VLPLODU� LQ� WKH� FDVH� RI� WKH�8QLWHG� 6WDWHV�� WKH� 8QLWHG� .LQJGRP� DQG� $XVWUDODVLD� �KDYLQJ� VLPLODU� SROLWLFDO� DQG� HFRQRPLF�LGHRORJLHV���WKLV�LV�QRW�WKH�FDVH�ZLWK�PDQ\�RI�WKH�QRUWKHUQ�(XURSHDQ�DQG�6FDQGLQDYLDQ�FRXQWULHV��ZKHUH�VRFLDO�UHVSRQVLELOLW\�ZDV�QHYHU�µRII¶�WKH�SROLWLFDO�DJHQGD��*UD\��HW�DO����������0RUHRYHU��DV�*UD\�HW�DO���������SRLQW�RXW��DQ\RQH�ZKR�DWWHPSWV�WR�ILQG�VRPH�NLQG�RI�³«�QHDW�DQG�WLG\�KLVWRU\�ZKLFK� V\VWHPDWLFDOO\� FKURQLFOHV� WKH� GHYHORSPHQWV� RI� WKH� RUJDQL]DWLRQ�VRFLHW\� UHODWLRQVKLS�� WKH�HPHUJHQFH� DQG� GHYHORSPHQW� RI� &65� DQG� WKH� DFFRXQWLQJ� SURIHVVLRQ¶V� UHVSRQVH�� ZLOO� EH�GLVDSSRLQWHG´��S������ ,Q�DGGLWLRQ�RWKHU�FXOWXUHV��VXFK�DV�WKRVH�WR�EH�IRXQG�LQ�&KLQD��$IULFD�DQG�,QGLD��SURYLGH�D�VDOLHQW�UHPLQGHU�WKDW�µ:HVWHUQ�FDSLWDOLVP¶�DV�D�VRFLDO�V\VWHP�LV�EXW�RQH�DPRQJVW�PDQ\�� :KDW� µZH¶� LQ� WKH� µGHYHORSHG¶� :HVWHUQ� ZRUOG� SHUFHLYH� RI� DV� &65�� PD\� EH� YLHZHG��GHYHORSHG�DQG�DUWLFXODWHG�TXLWH�GLIIHUHQWO\�LQ�RWKHU�FXOWXUHV��� (QYLURQPHQWDO�ODZV�DQG�UHJXODWLRQV�PD\�EH�VHHQ�DV�RQH�RXWFRPH�RI�WKHVH�GHEDWHV��,Q�D�SROLWLFDO�FRQWH[W�� PRVW� GHYHORSHG� �DQG�PDQ\� GHYHORSLQJ�� QDWLRQV� KDYH� D� ORQJ� KLVWRU\� RI� HQYLURQPHQWDOUHJXODWLRQ��EHJLQQLQJ�LQ�VRPH�FDVHV�DV�ORQJ�DJR�DV�WKH�HDUO\�����V��)RU�D�XVHIXO�RYHUYLHZ�RI�WKH�HYROXWLRQ�RI� VWDWH� HQYLURQPHQWDO�SROLF\� LQ� LQGLYLGXDO�FRXQWULHV�� VHH�� IRU�H[DPSOH��*LOSLQ��������0DQ\� (XURSHDQ� FRXQWULHV� DOVR� RSHUDWH� YDULRXV� QDWLRQDO� SROOXWDQW� UHOHDVH� DQG� WUDQVIHU� UHJLVWHUV�ZKLFK��LQ�VRPH�FDVHV��UHTXLUH�FRPSDQLHV�FRYHUHG�E\�HQYLURQPHQWDO�SHUPLW�UHTXLUHPHQWV�WR�VXEPLW�UHJXODU� LQIRUPDWLRQ� RQ� WKHLU� HQYLURQPHQWDO� SHUIRUPDQFH� WR� WKH� DSSURSULDWH� UHJXODWRU� �.30*������D���+RZHYHU�� XQOLNH� LQ� WKH�86��PXFK�RI� WKLV� LQIRUPDWLRQ� LV�QRW�SXEOLFO\�DYDLODEOH�XQGHU�D�VWDWXWRU\�ULJKW�RI�SXEOLF�DFFHVV�WR�LQIRUPDWLRQ��� 3XEOLF�FRQFHUQ�ZLWK�WKH�VRFLDO�DQG�HQYLURQPHQWDO�LPSDFW�RI�EXVLQHVV�DFWLYLWLHV�LQ�WKH�86�OHG�WR�WKH�SDVVLQJ� RI� RYHU� ���� SLHFHV� RI� VRFLDO� DQG� HQYLURQPHQWDO� OHJLVODWLRQ� LQ� WKH� ����V� DQG� ����V�LQFOXGLQJ�WKH�&OHDU�$LU�$FW��WKH�)HGHUDO�:DWHU�3ROOXWLRQ�&RQWURO�$FW��WKH�(TXDO�2SSRUWXQLW\�$FW�DQG� WKH� 2FFXSDWLRQDO� +HDOWK� DQG� 6DIHW\� $FW� �+HDUG� DQG� %ROFH�� ������� 7KHVH� OHJLVODWLYH�SURJUDPPHV� HQMR\HG� FURVV�VHFWLRQDO� VXSSRUW� IURP� D� EURDG� VHFWLRQ� RI� 86� VRFLHW\�� UHIOHFWLQJ�LQFUHDVHG�HQYLURQPHQWDO�DZDUHQHVV�DQG�VRFLDO�H[SHFWDWLRQV�DPRQJVW�FLWL]HQV�DQG�FRQVXPHUV��VHH��IRU�H[DPSOH��1HYHU����������� *XWKULH�DQG�3DUNHU¶V��������VWXG\�RI� WKH�VRFLDO�GLVFORVXUH�SUDFWLFHV�RI�%+3�� RQH�RI�$XVWUDOLD¶V�ODUJHVW�FRUSRUDWLRQV�SULQFLSDOO\�LQYROYHG�LQ�WKH�PLQLQJ�DQG�VWHHO�LQGXVWULHV��RYHU�WKH�SHULRG�IURP������WR������SURYLGHV�DQ�LQWHUHVWLQJ�DQDO\VLV�RI�KRZ�WKHVH�SUDFWLFHV�FKDQJHG�RYHU�WLPH��3ULRU�WR�WKH�����V��WKH\�IRXQG�WKDW�HQYLURQPHQWDO� GLVFORVXUHV�ZHUH�WRWDOO\�DEVHQW�IURP�WKH�FRUSRUDWLRQ¶V�DQQXDO� UHSRUWV�� $URXQG� ������ HQYLURQPHQWDO� GLVFORVXUHV� VWDUWHG� WR� DSSHDU� LQ� %+3¶V� DQQXDO�UHSRUWV��DIWHU�ZKLFK�WLPH�WKH\�GLVDSSHDUHG�EHIRUH�UHWXUQLQJ�DJDLQ�LQ�WKH�HDUO\�����V�DQG�����V�EXW�UHPDLQHG�DW�D UHODWLYHO\�ORZ�OHYHO��SHDNLQJ�LQ�WKH�����V��*XWKULH�DQG�3DUNHU��������VXJJHVWHG�WKDW�WKLV� SHDN� FRLQFLGHG�ZLWK� WKH� WLPH� GXULQJ�ZKLFK� WKH�$XVWUDOLDQ�PLQLQJ�� VWHHO� DQG�RLO� LQGXVWULHV�FDPH�XQGHU�DWWDFN�IURP�FRQVHUYDWLRQLVWV����� &RPSUHKHQVLYH�VRFLDO�DFFRXQWLQJ�UHSRUWV�ZHUH��DV�WKHLU�QDPH�VXJJHVWV��WKH�PRVW�DPELWLRXV�IRUP�RI�VRFLDO�DFFRXQWLQJ��DWWHPSWLQJ�WR�PHDVXUH�WKH�IXOO LPSDFW�RI�WKH�RUJDQL]DWLRQ�RQ�VRFLHW\�LQ�WHUPV�RI�HFRQRPLF��VRFLDO�DQG�HQYLURQPHQWDO�DVSHFWV��7KH�PRVW�FRPSUHKHQVLYH�UHSRUW�RI�WKLV�NLQG�LQ�WKH�86�LQ�WKH�HDUO\�����V�ZDV�SURYLGHG�E\�$EW�$VVRFLDWHV��,QF��ZKLFK�DSSHDUHG�IRU�WKH�ILUVW�WLPH�LQ������DV�SDUW�RI� WKH� FRPSDQ\¶V�DQQXDO� UHSRUW� �(SVWHLQ� HW�DO���������� ,W� LV� LQWHUHVWLQJ� WR�QRWH� WKH�VLPLODULWLHV�EHWZHHQ�WKLV�DSSURDFK�DQG�WKDW�RI�WKH�*OREDO�5HSRUWLQJ�,QLWLDWLYH��*5,��������������WR�µWULSOH�ERWWRP�OLQH�UHSRUWLQJ¶�DOPRVW����\HDUV�ODWHU�
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��� +RZHYHU�� DFFRUGLQJ� WR�'LHUNHV� DQG�3UHVWRQ� �������PRVW�HQYLURQPHQWDO�SROLF\�VWDWHPHQWV�ZHUH�PRUH� LQ� WKH� QDWXUH� RI� SXEOLF� UHODWLRQV� GRFXPHQWV� EHLQJ� ³«� KLJKO\� JHQHUDOL]HG� DQG� LPSUHFLVH�>FRQWDLQLQJ@�KLJKO\�VHOHFWLYH�DQG�LQFRPSOHWH�GDWD´��S������'LHUNHV�DQG�3UHVWRQ��������UHIHU�WR�D�IHZ� QRWDEOH� H[DPSOHV� RI� IRUPDO� FRUSRUDWH� SROLF\� VWDWHPHQWV� ZLWK� UHVSHFW� WR� WKH� HQYLURQPHQW��LQFOXGLQJ� WKDW�RI�+RQH\ZHOO�&RUSRUDWLRQ��D� ODUJH�86�PDQXIDFWXUHU�RI�FRPSXWHUV���3KLOLSV�1�9���WKH�'XWFK�HOHFWURQLFV�ILUP�ZKLFK�KDG�E\������DOUHDG\�HVWDEOLVKHG�D�µ&RQFHUQ�3ROOXWLRQ�&RQWURO�&RPPLWWHH¶��DQG�'HXWVFKH�6KHOO�$*��ZKLFK��LQ�LWV������$QQXDO�5HSRUW�6RFLDO�5HSRUW��SURYLGHG�DQ� H[DFW� UDQN� RUGHULQJ� RI� WKH� FRPSDQ\¶V� REMHFWLYHV�� DV� SHUFHLYHG� E\� PDQDJHPHQW�� WKH� SURILW�REMHFWLYH�EHLQJ�LQ�WKLUG�SODFH����� 'LHUNHV�DQG�3UHVWRQ��������SURGXFHG�D�GHWDLOHG�IUDPHZRUN�IRU�HQYLURQPHQWDO�LPSDFW�DQDO\VLV�IRU�UHSRUWLQJ� YDULRXV� HQYLURQPHQWDO� LPSDFWV� WR� VWDNHKROGHUV�� LQFOXGLQJ� HQHUJ\�� DLU� SROOXWLRQ��ZDWHU�SROOXWLRQ�� VROLG� ZDVWH� GLVSRVDO�� QRLVH�� SDFNDJLQJ� DQG� WUDQVSRUW�� 7KHLU� SURSRVHG� IUDPHZRUN� IRU�V\VWHPDWLF�HQYLURQPHQWDO�LPSDFW�DQDO\VLV�DYRLGHG WKH�XVH�RI�D�VLQJOH�SHUIRUPDQFH�PHDVXUHPHQW��SUHIHUULQJ� WR� XVH� D� YDULHW\� RI� PHDVXUHV� �LQFOXGLQJ� DEVROXWH� TXDQWLWLHV�� FRVW�� SHUFHQWDJHV��GHVFULSWLRQ��WLPH��ZHLJKW��HWF���DV�EHILWWHG�HDFK�LPSDFW��UHIOHFWLQJ�WKHLU�YLHZ�WKDW�³«�ZH�VHH�QR�ZD\�DW�SUHVHQW��QRU� IRU� WKH� IRUHVHHDEOH�IXWXUH�� WR�GHILQH�D�FRPPRQ�GHQRPLQDWRU� LQWHJUDWLQJ� WKH�GLYHUVH�PHDVXUHPHQWV�WKDW�DUH�DYDLODEOH�DQG�DSSURSULDWH�IRU�WKH�YDULRXV�HQYLURQPHQWDO�LPSDFWV�WR�EH�FRYHUHG´��S���������7KLV�DSSURDFK�FRQWUDVWV�VKDUSO\�ZLWK�WKH�*5,¶V��������������D�µRQH�VL]H�ILWV�DOO¶�DSSURDFK�WR�WULSOH�ERWWRP�OLQH��7%/��UHSRUWLQJ���� 6FKUHXGHU� ������� FRPPHQWV� WKDW��ZKLOVW� D� QXPEHU� RI�*HUPDQ� FRPSDQLHV� KDG� SXEOLVKHG� VRFLDO�UHSRUWV�� WKH\� VRRQ� DUULYHG� DW� D� FRQVHQVXV� DV� UHJDUGV� WKHLU� FRQWHQWV� ³«� WKHUHE\� VHHPLQJO\�FRQFOXGLQJ�D�YHU\�VKRUW�SHULRG�RI�H[SHULPHQWDWLRQ´��S��������� 3UDFWLFDO�GHYHORSPHQWV�LQ�&65�E\�*HUPDQ�FRPSDQLHV�WHQGHG�WR�IROORZ�D�PLGGOH�FRXUVH�EHWZHHQ�WKH� 86� DQG� PRVW� RWKHU� (XURSHDQ� FRXQWULHV� LQ� UHODWLRQ� WR� WKH� RULHQWDWLRQ� RI� LWV� VRFLDO� UHSRUWV��VWUHVVLQJ� HPSOR\HH� PDWWHUV� PXFK�PRUH� KHDYLO\� WKDQ� WKHLU� 86� FRXQWHUSDUWV� �6FKUHXGHU�� �������+RZHYHU�� XQOLNH� LQ� )UDQFH� DQG� WKH� 1HWKHUODQGV�� *HUPDQ� FRPSDQLHV� DOVR� UHFRJQLVHG� RWKHU�FRQVWLWXHQW�JURXSV�LQ�WKHLU�VRFLDO�UHSRUWV��VXFK�WKDW�WKH�SRSXODULVHG�WHUP�µ6R]LDOELODQ]¶�ZDV�IHOW�E\�VRPH�WR�EH�XQIRUWXQDWH��SUHIHUULQJ�WKH�WHUP�µVRFLDOO\�UHOHYDQW�FRUSRUDWH�UHSRUW¶��6FKUHXGHU���������0DQ\� *HUPDQ� FRPSDQLHV� KDYH� D� ORQJ� WUDGLWLRQ� RI� VRFLDO� UHSRUWLQJ� LQ� WKH� QDUURZ� VHQVH� RI�UHSRUWLQJ� RQ�PDWWHUV� RI� SHUVRQQHO� SROLF\�� VXFK� WKDW� WKH� DQQXDO� UHSRUW� RIWHQ� FRQWDLQV� D� VHSDUDWH�VHFWLRQ�FRPPRQO\�WLWOHG�³6R]LDOEHULFKW´��VRFLDO�UHSRUW���+RZHYHU��LQ�WKH�HDUO\�����V��QHZ�IRUPV�RI� VR]LDOEHULFKW� EHJDQ� WR� HPHUJH� ZKLFK� DWWHPSWHG� WR� DGGUHVV� D� ZLGHU� DXGLHQFH� EH\RQG� WKRVH�PHUHO\�LQWHUHVWHG�LQ�ILQDQFLDO�LQIRUPDWLRQ��6FKUHXGHU���������7KH�ILUVW�VRFLDO�UHSRUW�WR�DSSHDU�LQ�*HUPDQ\�ZDV�SXEOLVKHG�E\�67($*�$�*�� LQ�������ZLWK�67($*�$�*��DQG�6DDUEHUJZHUNH�$�*��EHLQJ� WKH� SLRQHHUV� RI� WKH� 6R]LDOELODQ]� �'LHUNHV�� ������� 67($*� $�� *��� DQ� HQHUJ\� FRPSDQ\��SXEOLVKHG�D�³6R]LDOELODQ]´�LQ���������ZKLFK�SURYLGHG�DQ�DFFRXQW�RI�WKH�ILUP¶V�SHUIRUPDQFHV�DQG�UHVXOWV�IRU�WKH�WRWDO�VRFLHWDO�HQYLURQPHQW��6FKUHXGHU���������$QRWKHU�*HUPDQ�FRPSDQ\��'HXWVFKH�6KHOO�$�*���KDG�SXEOLVKHG�DQ�µDQQXDO�DQG�VRFLDO�UHSRUW¶�VLQFH�������EDVHG�RQ�WKH�JRDO�DFFRXQWLQJ�DSSURDFK�ZKLFK�LQFOXGHG�WKH�FRPSDQ\¶V�SHUIRUPDQFH�LQ�UHODWLRQ�WR�HVWDEOLVKHG�JRDOV�DQG�D�VHW�RI�VRFLDO�DFFRXQWV�ZKLFK�GHDOW�ZLWK� WKH�FRPSDQ\¶V� UHODWLRQV�ZLWK� LWV�SHUVRQQHO��6FKUHXGHU���������7KH�)UHQFK�H[SHULHQFH�ZLWK�&65�ZDV�VRPHZKDW�GLIIHUHQW��ZLWK�9RJHOSRWK�������� � DV�UHIHUUHG�WR�LQ�+XL]LQJ�DQG�'HNNHU�������� � UHSRUWLQJ�WKDW�SUH�ODZ�H[SHULPHQWV�ZHUH�PXFK�PRUH�LQIRUPDWLYH�DQG� PXFK� PRUH� SURPLVLQJ� WKDW� SRVW�ODZ� SUDFWLFH�� WKH� ODWWHU� EHLQJ� FRPSOLDQFH�RULHQWDWHG� ZLWK�FRPSDQLHV�WUHDWLQJ�WKH�PLQLPXP�DV�UHTXLUHG�E\�ODZ�DV�WKH�PD[LPXP���� 7KH�&OXE�RI�5RPH¶V�ILUVW�UHSRUW�/LPLWV�WR�*URZWK �0HDGRZV�HW�DO���������SUHGLFWHG�WKH�FRPSOHWH�H[KDXVWLRQ�RI�D�QXPEHU�RI�VFDUFH�UDZ�PDWHULDOV�DQG�D�PDUNHG�GHWHULRUDWLRQ�LQ�WKH�TXDOLW\�RI�WKH�ELRVSKHUH� E\� WKH� HQG� RI� WKH� ��WK� FHQWXU\� DV� D� UHVXOW� RI� WKH� SURORQJHG� JURZWK� SDWWHUQV� LQ�FRQVXPSWLRQ�DQG�SRSXODWLRQ� LQ�ZHVWHUQ�DQG�GHYHORSLQJ�FRXQWULHV� �VHH�DOVR�� LQ� WKLV�FRQWH[W�� WKH�&OXE� RI� 5RPH¶V� VHFRQG� UHSRUW��0DQNLQG� DW� WKH� 7XUQLQJ� 3RLQW�� 0HVDURYLF� DQG� 3HVWHO�� ������%H\RQG� WKH�/LPLWV��0HDGRZV� HW� DO��� ������%OXHSULQW� IRU� 6XUYLYDO�� 7KH�(FRORJLVW�� �������7KHVH�SUHGLFWLRQV�KDG�D�VLJQLILFDQW� LPSDFW�RQ� WKH�'XWFK�SROLWLFDO�PDUNHW��+XL]LQJ�DQG�'HNNHU���������+RZHYHU��WKH�SXEOLFDWLRQ�RI�WKH�%UXQGWODQG�5HSRUW�2XU�&RPPRQ�)XWXUH �81:&('���������ZLWK�LWV�PXFK�PRUH�XS�EHDW�SUHGLFWLRQV�DV�WR�WKH�FRPSDWLELOLW\�RI�HFRQRPLF�JURZWK ZLWK�HQYLURQPHQWDO�SURWHFWLRQ� DQG� VRFLDO� MXVWLFH� �µVXVWDLQDEOH� GHYHORSPHQW¶�� OHG� WR� D� PRUH� RSWLPLVWLF� 'XWFK�
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SHUVSHFWLYH��DV�VHW�RXW� LQ�WKH�1DWLRQDDO�0LOLHXEHOHLGVSODQ �1DWLRQDO�(QYLURQPHQWDO�3ODQ��103���������+XL]LQJ�DQG�'HNNHU����������� $� FODVVLF� H[DPSOH� RI� WKLV� LQ� WKH� FRQWH[W� RI� HPSOR\HH�UHODWHG� DUHDV� RI�&65� LV� WKH� YDOXH� DGGHG�VWDWHPHQW��VHH��IRU�H[DPSOH��%XUFKHOO��HW�DO���������0HHN�DQG�*UD\���������SRSXODU�LQ�WKH�����V�DQG�����V�EXW�PXFK�OHVV�SURPLQHQW�WRGD\���� 3LQNVWRQ�DQG�&DUUROO��������VXJJHVW�WKDW�XQGHU�D�EDUUDJH�RI�VR�PDQ\�QHZ�ODZV�DQG�UHJXODWLRQV��H[HFXWLYHV�QRW�RQO\�KDYH�WR�GHYRWH�PRUH�DWWHQWLRQ�WR�IROORZLQJ�WKH�ODZ��EXW�DOVR�FRPPLWWLQJ�PRUH�ILQDQFLDO� UHVRXUFHV� WR� HQVXULQJ� FRPSOLDQFH�ZLWK� WKH� ODZ��$V� D� UHVXOW�� WKH\� VXJJHVW� H[HFXWLYHV¶�HIIRUWV�DUH�H[SHQGHG�RQ�WKHLU�HFRQRPLF��OHJDO�DQG�HWKLFDO�VRFLDO�UHVSRQVLELOLWLHV�ZLWK�QRWKLQJ�OHIW�RYHU�IRU�SKLODQWKURSLF�DFWLYLWLHV��3LQNVWRQ�DQG�&DUUROO�FRQFOXGH�WKDW�HFRQRPLF�DQG�OHJDO�FRUSRUDWH�VRFLDO�UHVSRQVLELOLWLHV�DUH�µUHTXLUHG¶�RI�EXVLQHVV��ZKHUHDV�HWKLFDO�UHVSRQVLELOLWLHV�DUH�µH[SHFWHG¶��ZLWK� SKLODQWKURSLF� UHVSRQVLELOLWLHV� EHLQJ�PHUHO\� µGHVLUHG¶� RI� EXVLQHVV�� QRWLQJ� ³«�ZKDW� VRFLHW\�µGHVLUHV¶�RI�EXVLQHVV�KDV�EHFRPH�LQFUHDVLQJO\�OHVV�RI�D�SULRULW\�IRU�EXVLQHVV´��S��������� 8QLRQ�&DUELGH¶V�FKHPLFDO�DFFLGHQW�RQ���'HFHPEHU������DW�LWV�SHVWLFLGH�SODQW�RQ�WKH�RXWVNLUWV�RI�%KRSDO�� ,QGLD�� OHG� WR� WKH� UHOHDVH� RI� D� SRLVRQRXV� FORXG� RI� PHWK\O� LVRF\DQDWH�� 7KH� DFFLGHQFH�UHVXOWHG�LQ�DSSUR[LPDWHO\�������GHDWKV�DQG���������LQMXULHV��)HGHU���������$FFLGHQWV�RQ�WKLV�VFDOH�DUH� UDUH� EXW� WKHLU� ORQJ�WHUP� DIIHFW� RQ� WKH� SXEOLF� LPDJH� RI� WKH� LQGXVWU\� FRQFHUQHG� FDQ� KDYH�VLJQLILFDQW�LPSOLFDWLRQV�LQ�WHUPV�RI�UHJXODWRU\�FRVWV�DQG�FKDQJHV�LQ�ILUP�YDOXH��VHH��IRU�H[DPSOH��%ODFFRQLHUH�DQG�3DWWHQ����������� 7KH�)pGpUDWLRQ�GHV�([SHUWV�&RPSWDEOHV�(XURSpHQV��)((��LV�WKH�UHSUHVHQWDWLYH�ERG\�RUJDQL]DWLRQ�IRU� WKH� DFFRXQWDQF\� SURIHVVLRQ� LQ� (XURSH�� JURXSLQJ� WRJHWKHU� ��� SURIHVVLRQDO� ERGLHV� IURP� ���FRXQWULHV��ZKLFK�LQFOXGH�DOO����0HPEHU�6WDWHV�RI�WKH�(8��QLQH�(8�FDQGLGDWH�FRXQWULHV�DQG�WKUHH�PHPEHU� FRXQWULHV� RI� ()7$� KDYLQJ� D� FRPELQHG� PHPEHUVKLS� RI� �������� LQGLYLGXDOV� �)((������D����� 7KH�IDFW�WKDW�PRVW�&65�LV�VWLOO�YROXQWDU\�LV�DQ�LPSRUWDQW�SROLWLFDO�LVVXH��,W�PHDQV��LQ�HIIHFW��WKDW�WKH�GLVFKDUJH�RI�DFFRXQWDELOLW\�E\�RUJDQL]DWLRQV�WR�WKH�GHPRV�LV�OHIW�WR�PDUNHW�IRUFHV��WKH�LPSOLFDWLRQ�EHLQJ� WKDW� µWKH� PDUNHW� NQRZV� EHVW¶�� 7KH� SUREOHP� ZLWK� WKLV� DSSURDFK� LV� WKDW� SRZHU�� DQG� WKXV�FRQWURO�� RYHU� ZKDW� JHWV� UHSRUWHG�� DQG� WR� ZKRP�� LV� OHIW� LQ� WKH� KDQGV� RI� WKRVH� FRQWUROOLQJ� WKH�LQIRUPDWLRQ�DQG�DV�VXFK�WKHUH�LV�SRZHU�DV\PPHWU\�RYHU�WKDW�LQIRUPDWLRQ�ZLWKLQ�VRFLHW\��7KH�IDFW�WKDW�WKH�DFFRXQWDQF\�SURIHVVLRQ��DV�RQH�RI�WKH�DFWRUV�LQ�VRFLHW\�FKDUJHG�ZLWK�µVHUYLQJ�WKH�SXEOLF�LQWHUHVW¶��KDV�\HW�WR�WDNH�&65�VHULRXVO\��LV�DQ�LQGLFDWLRQ�RI�LWV�FRQWLQXHG�DOOLDQFH�ZLWK�WKH�LQWHUHVWV�RI�EXVLQHVV��WKH�SUHPLVH�EHLQJ�WKDW�E\�VHUYLQJ�EXVLQHVV�LW�VHUYHV�VRFLHW\���� 7KH�6(&¶V� LQYROYHPHQW� LQ� WKLV� DUHD� FDPH� DERXW� DV� D� UHVXOW� RI� WKH�86�1DWLRQDO�(QYLURQPHQWDO�3ROLF\�$FW�RI�������ZKLFK�UHTXLUHG�WKDW�WKH�6(&�FRQVLGHU�HQYLURQPHQWDO�HIIHFWV�LQ�LWV�GLVFORVXUH�UHTXLUHPHQWV� IRU� 86�OLVWHG� FRPSDQLHV� �-DJJL� DQG� )UHHGPDQ�� ������� +RZHYHU�� LW� ZDV� QRW� XQWLO�$SULO� ����� WKDW� WKH� 6(&� LVVXHG� 6(&� 5HOHDVH� 1R�� ��������� &RPSOLDQFH� ZLWK� (QYLURQPHQWDO�5HTXLUHPHQWV�� ZKLFK� UHTXLUHG� 86�OLVWHG� FRPSDQLHV� WR� GLVFORVH� DQ\� PDWHULDO� HIIHFWV� ZKLFK�FRPSOLDQFH�ZLWK� HQYLURQPHQWDO� ODZV� �UHTXLULQJ� SROOXWLRQ� DEDWHPHQW� H[SHQGLWXUH��PD\�KDYH� RQ�FDSLWDO� H[SHQGLWXUH�� HDUQLQJV� DQG� WKH� FRPSDQ\¶V� FRPSHWLWLYH� VLWXDWLRQ� �6(&�� ������� 8QKDSS\�ZLWK� WKH�6(&¶V�SRVLWLRQ�RQ�WKLV�LVVXH��86�HQYLURQPHQWDO�JURXSV�EURXJKW�D VXLW�DJDLQVW�WKH�6(&�GHPDQGLQJ� PRUH� H[WHQVLYH� PDQGDWRU\� SROOXWLRQ� GLVFORVXUHV�� $V� D� UHVXOW�� WKH� 6(&� KHOG� SXEOLF�KHDULQJV�ZKLFK�OHG�WR�WKH�6(&�DGRSWLQJ�D�PRUH�DJJUHVVLYH�VWDQFH�LQ�HQIRUFLQJ�SROOXWLRQ�GLVFORVXUH�UHTXLUHPHQWV���� $FFRUGLQJ�WR�D������VWXG\�E\�WKH�86�(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\��86�(3$���DV�UHSRUWHG�LQ�(16�� ������� ��� SHUFHQW� RI�86�OLVWHG� FRPSDQLHV� IDLOHG� WR� DGHTXDWHO\� GLVFORVH� WKH� H[LVWHQFH� RI�HQYLURQPHQWDO� OHJDO� SURFHHGLQJV� LQ� WKHLU� ���.� UHJLVWUDWLRQ� UHTXLUHPHQWV�� 5HFHQW� HPSLULFDO�HYLGHQFH�SURYLGHG�E\�&KDQ�DQG�0LOQH��������VXJJHVWV�WKDW�FRPSDQ\�DFFRXQWDQWV�DGRSW�D�VKRUW�WHUP��DYRLGDQFH�VWUDWHJ\�ZKHQ�LW�FRPHV�WR�WKH�GLVFORVXUH�RI�QHJDWLYH�HQYLURQPHQWDO�LQIRUPDWLRQ�RQ� WKH� JURXQGV� WKDW� LW� ZRXOG� LQFUHDVH� H[SRVXUH� WR� HQYLURQPHQWDO� OLDELOLWLHV� DQG� IXWXUH�H[SHQGLWXUHV���� 7KH� 6XSHUIXQG�$FW��ZKLFK� EHFDPH� ODZ� RQ�'HFHPEHU� ���� ������ZDV� SDVVHG� E\� WKH�86� IHGHUDO�OHJLVODWXUH�DV�D�PHDQV�RI�FOHDQLQJ�XS�ODUJH�FKXQNV�RI�FRQWDPLQDWHG�LQGXVWULDO�ODQG�LQ�WKH�86��7KH�GXPSLQJ�RI�KD]DUGRXV�ZDVWH�E\�86�FRPSDQLHV�KDG�EHHQ JRLQJ�RQ�IRU�VHYHUDO�GHFDGHV�SULRU�WR�WKH�����V�EXW� WKH�PDJQLWXGH�RI� WKH�SUREOHP�ZDV�RQO\�RIILFLDOO\� UHFRJQL]HG� WKURXJK� WKH�86�(3$¶V�KD]DUGRXV�ZDVWH�VLWH�GHVLJQDWLRQ�DQG�FOHDQ�XS�SURJUDPPH�IROORZLQJ�WKH�SDVVLQJ�RI�WKH�6XSHUIXQG�
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$FW� �5RFNQHVV� HW� DO��� �������7KH� SDVVLQJ� RI� WKH�6XSHUIXQG� OHG� WR� WKH�86�)HGHUDO�*RYHUQPHQW�KDYLQJ�DXWKRULW\�DQG�UHVSRQVLELOLW\�WR�UHPHGLDWH�VSLOOHG�RU�GXPSHG�FKHPLFDOV�WKDW�ZHUH�D�KD]DUG�WR�SXEOLF�KHDOWK�RU�WKH�HQYLURQPHQW��IRU�PRUH�GHWDLOV�RI�WKH�SURYLVLRQV�RI�WKH�6XSHUIXQG�VHH��IRU�H[DPSOH��&DKDQ�HW�DO���������:HLQEHUJ�HW�DO����������+RZHYHU��GHVSLWH�WKH�VKHHU�PDJQLWXGH�RI�WKH�FOHDQ�XS� FRVWV� XQGHU� WKH�6XSHUIXQG�$FW�� IRU�PXFK�RI� WKH� ����V�86�OLVWHG� FRPSDQLHV�ZHUH� QRW�UHIOHFWLQJ� WKHVH� DV� SURYLVLRQV� IRU� IXWXUH� OLDELOLWLHV� LQ� WKHLU� EDODQFH� VKHHWV� EXW� DV� FRQWLQJHQW�OLDELOLWLHV�LQ�WKH�QRWHV��DQG�WKXV�KDG�QR�LPSDFW�RQ�UHSRUWHG�SURILWV�RU�WKH�EDODQFH�VKHHW��ZKHUH�LW�ZDV� UHDVRQDEO\� SRVVLEOH� WKDW� D�PDWHULDO� OLDELOLW\� KDG� EHHQ� LQFXUUHG� �5RFNQHVV� HW� DO��� ������� ,Q������� WKH� 6(&� LVVXHG� DGGLWLRQDO� UHJXODWRU\� JXLGDQFH� WR� SRWHQWLDOO\� UHVSRQVLEOH� SDUWLHV� �353V��OLDEOH� IRU� FOHDQ�XS� FRVWV� XQGHU� WKH�6XSHUIXQG�$FW� RI� ����� � 353V� DUH� GHILQHG� DV� WKRVH�SDUWLHV�MRLQWO\�DQG�VHYHUDOO\�OLDEOH�XQGHU�WKH�6XSHUIXQG�$FW�IRU�DOO�FRVWV�QHFHVVDU\�IRU�HYDOXDWLQJ�DQG�IRU�FOHDQLQJ�XS�KD]DUGRXV�ZDVWH�VLWHV��5RXVVH\���������8QGHU�6(&�)LQDQFLDO�5HSRUWLQJ�5HOHDVH�1R����� �6(&� ������ 6HFWLRQ� ,,,�%�� 353V� DUH� UHTXLUHG� WR� LQGLFDWH� WKH� HIIHFWV� RI� 353� VWDWXV� LQ� WKH�0'	$��ZLWK� WKH�HIIHFWV� WR�EH�TXDQWLILHG�ZKHUHYHU�SRVVLEOH��5RXVVH\��������0LOQH�DQG�3DWWHQ��������� ,Q� ������ WKH� 6(&� UHDFKHG� DJUHHPHQW� ZLWK� WKH� 86� (3$� XQGHU� ZKLFK� WKH� ODWWHU� ZRXOG�UHOHDVH� GHWDLOV� WR� WKH� 6(&� RQ� 353V� VR� WKDW� WKH� 6(&� FRXOG� WDUJHW� HQYLURQPHQWDO� PDWWHUV� IRU�GLVFORVXUH�HQIRUFHPHQW��*LOO��������5RXVVH\���������)ROORZLQJ�LWV�UHYLHZ�DQG�DSSURYDO�RI�URXWLQH�ILOLQJV� LQ� WKH�PLG�����V�� WKH�6(&�JDYH�FOHDU� VLJQDOV� WR� WKH�HIIHFW� WKDW� LW� UHJDUGHG� WKH�DGHTXDWH�GLVFORVXUH� RI� HQYLURQPHQWDO� ULVNV� DQG� OLDELOLWLHV� DV� EHLQJ� RI� IXQGDPHQWDO� LPSRUWDQFH� WR� 86�LQYHVWRUV��.30*���������7KH 6(&�WRRN�WKH�XQXVXDO�GHFLVLRQ�RI�VHQGLQJ�RXW�OHWWHUV�WR�86�OLVWHG�FRPSDQLHV�LQIRUPLQJ�WKHP�WKDW�WKHLU�GLVFORVXUHV�ZHUH�QRW�DGHTXDWH�DQG�LVVXLQJ�D�EXOOHWLQ�RQ�WKH�VWDQGDUG�RI�GLVFORVXUH� LW�H[SHFWHG� �6(&�6WDII�$FFRXQWLQJ�%XOOHWLQ� �6$%��1R����� � 6(&��������UHTXLULQJ�PDQDJHPHQW�WR�GLVFORVH�DQ\�HQYLURQPHQWDO�SUREOHP�RI�NQRZQ�VLJQLILFDQFH�XQOHVV�LW�LV�DEOH� WR� FRQFOXGH� REMHFWLYHO\� WKDW� WKH� SUREOHP� LV� QRW� UHDVRQDEO\� OLNHO\� WR� RFFXU� RU� WKDW� LWV�FRQVHTXHQFHV�ZRXOG�QRW�EH�PDWHULDO�LI�LW�GLG��)HNUDW�HW�DO������������ ,Q�WKH�1HWKHUODQGV��WKH�5DDG�YRRU�GH�-DDUYHUVODJJHYLQJ��7KH�'XWFK�&RXQFLO�IRU�$QQXDO�5HSRUWLQJ�� &$5��LVVXHG�UHFRPPHQGDWLRQV��6HFWLRQ�������������RI�WKH�'XWFK�DQQXDO�UHSRUWLQJ�JXLGHOLQHV��UHYLVHG�������RQ�ZKDW�FRPSDQLHV�VKRXOG�UHSRUW�RQ�HWKLFDO�DQG�HQYLURQPHQWDO�LVVXHV�LQ�WKH�DQQXDO�UHSRUW�� $OWKRXJK� QRW� PDQGDWRU\�� UHFRPPHQGDWLRQV� LVVXHG� E\� WKH� &$5� DUH� H[SHFWHG� WR� EH�IROORZHG�DQG�ZRXOG�EH�WDNHQ�LQWR�DFFRXQW�E\�D�'XWFK�FRXUW�RI�ODZ�ZKHQ�FRQVLGHULQJ�ZKHWKHU�D�FRPSDQ\¶V�DQQXDO�DFFRXQWV�FRPSOLHG�ZLWK�FRPSDQ\�ODZ���� 7KH�5HFRPPHQGDWLRQ� �&(&�� ����E�� KDV� UHFHQWO\�EHHQ�XQGHUSLQQHG�E\�D�QHZ�'LUHFWLYH� �&(&��������ZKLFK�LQVHUWV�DQ�DPHQGPHQW�WR�WKH�(8�DFFRXQWLQJ�GLUHFWLYHV�DV�IROORZV��³7KH�DQQXDO�UHSRUW�DQG� WKH� FRQVROLGDWHG� DQQXDO� UHSRUW� DUH� LPSRUWDQW� HOHPHQWV� RI� ILQDQFLDO� UHSRUWLQJ� «� 7KH�LQIRUPDWLRQ� VKRXOG� QRW� EH� UHVWULFWHG� WR� WKH� ILQDQFLDO� DVSHFWV� RI� WKH� FRPSDQ\¶V� EXVLQHVV�� ,W� LV�H[SHFWHG� WKDW�� ZKHUH� DSSURSULDWH�� WKLV� VKRXOG� OHDG� WR� DQ� DQDO\VLV� RI� HQYLURQPHQWDO� DQG� VRFLDO�DVSHFWV�QHFHVVDU\�IRU�DQ�XQGHUVWDQGLQJ�RI�WKH�FRPSDQ\¶V�GHYHORSPHQW��SHUIRUPDQFH�DQG�SRVLWLRQ´��&(&��������3UHDPEOH���� HPSKDVLV� DGGHG���$UWLFOHV������DQG������RI� WKH�QHZ�'LUHFWLYH� �&(&�������� VWLSXODWH� WKH� LQFOXVLRQ� RI� HQYLURQPHQWDO� PDWWHUV� LQ� WKH� FRPSDQ\¶V� DQQXDO� DQG� DQQXDO�FRQVROLGDWHG� UHSRUWV�� UHVSHFWLYHO\�� 7KHVH� PLUURU� WKH� &RPPLVVLRQV¶� UHFRPPHQGDWLRQV� �&(&������E��LQ�UHODWLRQ�WR�WKH�GLVFORVXUH�RI�HQYLURQPHQWDO�PDWWHUV�LQ�WKH�VWDWXWRU\�DQQXDO�UHSRUW�ZKLFK�UHFRPPHQGV��LQWHU�DOLD��WKH�LQFOXVLRQ�RI�GLVFORVXUHV�FRQFHUQLQJ�WKH�UHSRUWLQJ�HQWLW\¶V�SROLFLHV�DQG�SURJUDPPHV��LPSURYHPHQWV�PDGH�DQG�SURWHFWLRQ�PHDVXUHV�WDNHQ�LQ�UHODWLRQ�HQYLURQPHQWDO�LVVXHV�ZKHUH�VXFK�LVVXHV�DUH�³«�UHOHYDQW�WR�WKH�ILQDQFLDO�SHUIRUPDQFH�DQG�SRVLWLRQ�RI�WKH�XQGHUWDNLQJ�RU�LWV� GHYHORSPHQW� «´� DQG� ZKLFK� PXVW� SURYLGH� ³«� D� IDLU� UHYLHZ� RI� WKH� GHYHORSPHQW� RI� WKH�XQGHUWDNLQJ¶V�EXVLQHVV�DQG�SRVLWLRQ�WR�WKH�H[WHQW�WKDW�HQYLURQPHQWDO�LVVXHV�FDQ�GLUHFWO\�DIIHFW�LW´��$QQH[�����'LVFORVXUHV��SDUDJUDSK������� $W�WKH�SUHVHQW�WLPH��DXWXPQ��������LPSOHPHQWDWLRQ�RI�WKH�(&¶V�5HFRPPHQGDWLRQ��&(&������E��LQ�0HPEHU�6WDWHV�RI� WKH�(8�KDV�EHHQ� OHVV� WKDQ�HQFRXUDJLQJ�ZLWK�RQO\�VL[�FRXQWULHV��'HQPDUN��)LQODQG��)UDQFH��3RUWXJDO��6SDLQ�DQG�6ZHGHQ��WDNLQJ�VWHSV�WR�LPSOHPHQW�WKH�SURYLVLRQV�HLWKHU�LQ�IXOO� RU� LQ� SDUW�� RI� ZKLFK� RQO\� WZR� �)UDQFH� DQG� )LQODQG�� DSSHDU� WR� EH� KHDGLQJ� IRU� IXOO�LPSOHPHQWDWLRQ���� ,Q�1HZ�=HDODQG��IRU�H[DPSOH��WKH�1HZ�=HDODQG�6RFLHW\�RI�$FFRXQWDQWV�$FFRXQWLQJ�5HVHDUFK�DQG�6WDQGDUGV� %RDUG¶V� 3URSRVHG� )UDPHZRUN� IRU� )LQDQFLDO�5HSRUWLQJ� LQ�1HZ�=HDODQG� SXEOLVKHG� LQ�������H[SOLFLWO\�VWDWHG�WKDW�WKH�REMHFWLYHV�RI�ILQDQFLDO�UHSRUWLQJ�DUH�DFFRXQWDELOLW\��FRPSOLDQFH�DQG�



3UDFWLFDO�GHYHORSPHQWV

��

GHFLVLRQ�XVHIXOQHVV� �3UDWW� DQG� $OOHQ�� ������� 7KH� IUDPHZRUN� JLYHV� LPSOLFLW� FRPPLWPHQW� WR� WKH�SULQFLSOHV�RI�VRFLDO�DFFRXQWDELOLW\�E\�UHFRJQLVLQJ�WKDW�ILQDQFLDO�UHSRUWV�DUH�LQWHQGHG�WR�PHHW�WKH�LQIRUPDWLRQ�QHHGV�FRPPRQ�WR�D�ZLGH�UDQJH�RI�XVHUV�ZKR�DUH�XQDEOH�WR�UHTXLUH�RU�FRQWUDFW�IRU�WKH�SUHSDUDWLRQ� RI� UHSRUWV�ZKLFK�PHHW� WKHLU� VSHFLILF� QHHGV��+RZHYHU��('����FRPSOHWHO\�RPLWV� DQ\�PHQWLRQ� RI� HQYLURQPHQWDO� DFFRXQWLQJ�� DGRSWLQJ� D� FRQYHQWLRQDO� HFRQRPLF� IUDPHZRUN� ZKLFK�HIIHFWLYHO\�WUHDWV�ZDWHU�DQG�DLU�DV�µIUHH�JRRGV¶�LQ�WKH�DEVHQFH�RI�DQ\�SULYDWH�FRVWV��3UDWW�DQG�$OOHQ����������� )RU�WKH�SXUSRVHV�RI�WKLV�VWXG\��DFFRXQWLQJ�µ*$$3¶�UHIHUV�WR�DFFRXQWLQJ�µSUDFWLFH¶��UHIOHFWLQJ�WKH�DXWKRU¶V�SUHIHUUHG�XVH�RI�WKLV�WHUP��DQG�QRW�DFFRXQWLQJ�µSULQFLSOHV¶��WKH�ODWWHU�EHLQJ�PRUH�FRPPRQ�WR�1RUWK�$PHULFD���� 6HYHUDO� LQWHUQDWLRQDO� DFFRXQWLQJ� VWDQGDUGV� �,$6V�� DUH� RI� VSHFLILF� UHOHYDQFH� WR� HQYLURQPHQWDO�LVVXHV��QRWDEO\�,$6����RQ�LPSDLUPHQW�RI�DVVHWV��,$6&������D���,$6����RQ�SURYLVLRQV��FRQWLQJHQW�OLDELOLWLHV�DQG�FRQWLQJHQW�DVVHWV��,$6&������E��DQG�,$6����RQ� LQWDQJLEOH�DVVHWV��,$6&������F���,$6�����IRU�H[DPSOH��LQFOXGHV�VHYHUDO�HQYLURQPHQWDO�VFHQDULRV��VXFK�DV�GH�FRPPLVVLRQLQJ�FRVWV��WR�LOOXVWUDWH�WKH�SUDFWLFDO�DFFRXQWLQJ�IRU�FRQWLQJHQW�OLDELOLWLHV�DQG�SURYLVLRQV��+RZHYHU��DOWKRXJK�WKH�,$6&�KDV�SXEOLVKHG�VHYHUDO�LQWHUQDWLRQDO�DFFRXQWLQJ�VWDQGDUGV�WKDW�OD\�GRZQ�SURYLVLRQV�DQG�DFFRXQWLQJ�SULQFLSOHV�WKDW�DUH�UHOHYDQW�ZKHQ�GHDOLQJ�ZLWK�HQYLURQPHQWDO�LVVXHV��OLWWOH�JXLGDQFH�LV�JLYHQ� ZKLFK� GLUHFWO\� UHODWHV� WR� VXFK� PDWWHUV� �&(&�� ����E��� 0RUHRYHU�� WKHUH� DUH� FXUUHQWO\� QR�VSHFLILF�LQWHUQDWLRQDO�ILQDQFLDO�UHSRUWLQJ�RU�DXGLWLQJ�VWDQGDUGV�ZKLFK�GHDO�H[SOLFLWO\�ZLWK�VRFLDO��HQYLURQPHQWDO�RU� µVXVWDLQDELOLW\¶� DFFRXQWLQJ�� UHSRUWLQJ�RU�DXGLWLQJ� LVVXHV� �$&&$�81(3��������'ULHsQKXL]HQ�HW�DO������������� &XUUHQW� DQG� KLVWRULFDO� SULFHV� DV� UHFRUGHG� LQ� FRUSRUDWH� ILQDQFLDO� VWDWHPHQWV� GR� QRW� UHIOHFW� WKH�µHFRORJLFDO�WUXWK¶��WKH�XVH�RI�QDWXUDO�UHVRXUFHV�DQG�WKH�HQYLURQPHQW��ODQG�XVH��FOHDQ�DLU�DQG�ZDWHU��HWF���EHLQJ�H[FOXGHG�IURP�HFRQRPLF�SULFHV�ZLWK�WKH�UHVXOW�WKDW�WKH�HQYLURQPHQW�LV�VHHQ�DV�µFKHDS¶�DQG�µIUHH¶��9DQ�'LHUHQ�DQG�9DQ�6ZLJFKHP���������8QWLO�QHZ�IRUPV�RI�DFFRXQWLQJ�DUH�JHQHUDWHG��FRPSDQ\� ILQDQFLDO� UHSRUWLQJ� UHPDLQV� D� SDUWLDO� FRQVWUXFWLRQ� RI� UHDOLW\�� SRWHQWLDOO\� VHQGLQJ� WKH�µZURQJ¶�PHVVDJHV�WR�WKRVH�LW�LV�LQWHQGHG�WR�LQIRUP���� ,Q� $SULO� ������ IRU� H[DPSOH�� WKH� 86� 6(&�� XQGHU� FRXUW� RUGHU�� EHJDQ� KHDULQJ� WHVWLPRQ\� RQ� WKH�SRVVLELOLW\� RI� EURDGHQLQJ� FRUSRUDWH� GLVFORVXUHV� E\� 86� OLVWHG� FRPSDQLHV� WR� LQFOXGH� PDWWHUV� RI�SULPDULO\�VRFLDO�DV�ZHOO�DV�ILQDQFLDO�FRQFHUQ��(SVWHLQ�HW�DO����������6XFK�GLVFORVXUHV�ZHUH�VHHQ�DV�UHSRUWLQJ�RQ�FRUSRUDWH�SHUIRUPDQFH�LQ�UHODWLRQ�WR�LVVXHV�VXFK�DV�HTXDO�HPSOR\PHQW�RSSRUWXQLW\��HQYLURQPHQWDO�SROLF\�DQG�RWKHU�VRFLDOO\�VLJQLILFDQW�PDWWHUV��7KLV�OHG�WR�D�QXPEHU�RI�VWXGLHV�LQ�WKH�86�DQG�HOVHZKHUH�ZKLFK�SURSRVHG�QHZ�V\VWHPV�IRU�WKH�PHDVXUHPHQW�DQG�UHSRUWLQJ�RI�VRFLDO�DQG�HQYLURQPHQWDO� LVVXHV� E\� FRPSDQLHV� �VHH�� IRU� H[DPSOH��&(3�� ������'LHUNHV� DQG� 3UHVWRQ�� ������1LNRODL�HW�DO������������ 1HYHUWKHOHVV��LQ�D�ODWHU�UHSRUW�SXEOLVKHG�E\�WKH�$PHULFDQ�$FFRXQWLQJ�$VVRFLDWLRQ��$$$������E���LWV�&RPPLWWHH�RQ�6RFLDO�&RVWV�VXJJHVWHG�WKDW�WKH�GHYHORSPHQW�RI�VRFLDO�DFFRXQWLQJ�FRXOG�LQYROYH�WKUHH� OHYHOV�RI�PHDVXUHPHQW�� UDQJLQJ�IURP�WKH�VLPSOHVW� �/HYHO� ,��ZKHUH�DQ�DFWLYLW\� LV� LGHQWLILHG�DQG�GHVFULEHG��H�J��WKH�LGHQWLILFDWLRQ�RI�SROOXWLRQ�PDWHULDOV�EHLQJ�UHOHDVHG�LQWR�WKH�DWPRVSKHUH��WR�WKH�PRVW�VRSKLVWLFDWHG��/HYHO�,,,��ZKHUH�DQ�DWWHPSW�LV�PDGH�WR�HYDOXDWH�LQ�ILQDQFLDO�WHUPV�WKH�WRWDO�FRVWV�DQG�EHQHILWV�RI�DQ�DFWLYLW\�WR�DOO�VWDNHKROGHUV��LQFOXGLQJ�WKH�JHQHUDO�SXEOLF���$$$������E��S������� +HUZLW]��������UHIHUV�WR�6FKRHQEDXP¶V��������FRQFHUQ�IRU�GLVFORVXUHV�WR�DGGUHVV�FLYLO�OLEHUWLHV��HQYLURQPHQWDO��KHDOWK�DQG�VDIHW\�LVVXHV��DQG�FRQVXPHU�ULJKWV�LVVXHV��³«�GLVFORVXUH�KDV�D�UROH�LQ�UHJXODWLQJ�FRUSRUDWLRQV�DV�PDMRU�FHQWUHV�LQ�RXU�VRFLHW\��$FFHSWDQFH�RI�WKLV�ZLGHU�UROH�RI�GLVFORVXUH�WR�DQ\�GHJUHH�LV�WR�VD\�WKDW�WKHUH�LV�D�GLUHFW�UHODWLRQVKLS�EHWZHHQ�FRUSRUDWH�GLVFORVXUH�XQGHU�WKH�>86@�VHFXULWLHV� ODZV�DQG�FRUSRUDWH� UHVSRQVLELOLW\��«�7KH�KHDUW�RI� WKH�SUREOHP� LV�JHWWLQJ�DW� WKH�LPSDFW�RI�FRUSRUDWH�EHKDYLRXU�RQ�VRFLHW\��QRW�RQO\�DV�WR�LWV�ILQDQFLDO�DIIDLUV��EXW�DOVR�LQ�WKH�DUHD�RI�FLYLO�OLEHUWLHV��WKH�HQYLURQPHQW��KHDOWK��VDIHW\�DQG�FRQVXPHU�ULJKWV´��6FKRHQEDXP��������DV�FLWHG�E\�+HUZLW]��������S�������� 7KH� $66&¶V� ������� UHSRUW� ZDV� SXEOLVKHG� DPLGVW� D� VHULHV� RI� DWWHPSWV� E\�8.�*RYHUQPHQWV� WR�UHTXLUH�DQG�HQFRXUDJH�FRPSDQLHV�WR�UHSRUW�RQ�WKHLU�UROHV�DQG�UHVSRQVLELOLWLHV�WR�WKH�HQYLURQPHQW�DQG�WKH�ZLGHU�FRPPXQLW\��)RU�D�XVHIXO�UHYLHZ�RI�WKHVH�DWWHPSWV��VHH� IRU�H[DPSOH��'HUZHQW��������*UD\�HW�DO���������6WUD\�DQG�%DOODQWLQH�������
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��� 3ULRU�WR�WKH�SXEOLFDWLRQ�RI�*UD\¶V������D��VHPLQDO�ZRUN��WKH�HQYLURQPHQW�VOLSSHG�GRZQ�WKH�8.�DFFRXQWLQJ�SURIHVVLRQ¶V�RUGHU�RI�SULRULWLHV��7KHUH�ZHUH�RWKHU�UHSRUWV�LQ�WKH�LQWHUYHQLQJ�SHULRG�EXW�QRQH� ZKLFK� FRXOG� EH� FRQVLGHUHG� DV� SRWHQWLDOO\� µJURXQG�EUHDNLQJ¶��0DNLQJ� &RUSRUDWH� 5HSRUWV�9DOXDEOH �0F0RQQLHV�� ������� SXEOLVKHG� XQGHU� WKH� DXVSLFHV� RI� WKH�5HVHDUFK�&RPPLWWHH� RI� WKH�,QVWLWXWH� RI� &KDUWHUHG� $FFRXQWDQWV� RI� 6FRWODQG� �,&$6��� GLG� UDLVH� WKH� LVVXH� RI� HQYLURQPHQWDO�GLVFORVXUH� PRUH� ZLGHO\�� SDUWLFXODUO\� ZLWKLQ� WKH� DFFRXQWDQF\� SURIHVVLRQ�� +RZHYHU�� WKH� UHSRUW�UHGXFHG�WKH�VHYHQ�VWDNHKROGHUV�LQ�7KH�&RUSRUDWH�5HSRUW �$66&��������WR�MXVW�IRXU�JURXSV��HTXLW\�LQYHVWRUV��ORDQ�FUHGLWRUV��HPSOR\HHV��DQG��WKH�EXVLQHVV�FRQWDFW�JURXS���WKXV�H[FOXGLQJ�WKH�JHQHUDO�SXEOLF� DQG� WKHUHE\� D� ODUJH� VHFWLRQ� RI� WKH� GHPRV��0RUH� LPSRUWDQWO\�� WKH� SURSRVDOV� LQ� WKH� ,&$6�UHSRUW� ZHUH� ODUJHO\� GHVLJQHG� WR� SURYLGH� LQIRUPDWLRQ� RQ� KRZ� PDQDJHPHQW� GLVFKDUJHG� LWV�VWHZDUGVKLS�UHVSRQVLELOLW\�WR�RZQHUV��WKLV�DVVHVVPHQW�EHLQJ�ODUJHO\�EDVHG�RQ�HDUQLQJV�LQIRUPDWLRQ�DQG�HQWLW\�SHUIRUPDQFH�UDWKHU�WKDQ�RQ�HQYLURQPHQWDO�LVVXHV��6WUD\�DQG�%DOODQWLQH����������� 7KH�)UHQFK�ELODQ�VRFLDO��HQDFWHG�LQWR�)UHQFK�ODZ�LQ�������UHTXLUHV�DOO�ILUPV�ZLWK�PRUH� WKDQ�����HPSOR\HHV� WR� SXEOLVK� D� VRFLDO� UHSRUW��7KLV� UHSRUW� LV� UHTXLUHG� WR� LQFOXGH���� LQGLFDWRUV��PDQ\�RI�ZKLFK�UHODWH�WR�HQYLURQPHQWDO�LVVXHV�LQ�WKH�ZRUNSODFH��'LHUNHV�DQG�&RSSRFN���������)RU�D�UHYLHZ�RI� WKH� )UHQFK� ELODQ� VRFLDO IURP� DQ� HQYLURQPHQWDO� DFFRXQWLQJ� SHUVSHFWLYH�� VHH�� IRU� H[DPSOH��&KULVWRSKH�DQG�%HEELQJWRQ����������� ,W�LV�LQWHUHVWLQJ�WR�QRWH�WKH�SDUDOOHOV�EHWZHHQ�FXUUHQW�GLVFXVVLRQV�VXUURXQGLQJ�HQYLURQPHQWDO�DQG�µVXVWDLQDELOLW\¶� UHSRUWLQJ� DQG� WKH� VRFLDO� DFFRXQWLQJ� GHEDWH� LQ� WKH� ����V�� 7KHQ�� DV� QRZ�� WKH�RSSRUWXQLW\�IRU�D�UH�DSSUDLVDO�RI�WKH�RUJDQL]DWLRQ�RI�HFRQRPLF�DFWLYLW\�DQG�WKH�YDOXHV�XQGHUO\LQJ�VXFK�DFWLYLW\�SUHVHQWHG� LWVHOI� WR�WKH�DFFRXQWDQF\�SURIHVVLRQ��+RZHYHU��ZKHWKHU�WKH�DFFRXQWDQF\�SURIHVVLRQ� LV�ZLOOLQJ� WR� µJUDVS� WKH�QHWWOH¶�DQG�DGGUHVV� WKH IXQGDPHQWDO�FKDOOHQJHV�SUHVHQWHG�E\�VRFLHW\¶V�FRQFHUQ�IRU�WKH�QDWXUDO�HQYLURQPHQW�UHPDLQV�GRXEWIXO��$V�+RXOGLQ��������QRWHV��³7KHUH�VWLOO� VHHPV� OLWWOH� OLNHOLKRRG� RI� PXFK� LQ� WKH� ZD\� RI� LQWURGXFWLRQ� RI� VSHFLILF� HQYLURQPHQWDO�DFFRXQWLQJ� VWDQGDUGV� «�� 0RVW� DFFRXQWLQJ� ERGLHV� EHOLHYH� WKDW� H[LVWLQJ� DFFRXQWLQJ� VWDQGDUGV��WRJHWKHU�ZLWK�FXUUHQW�H[SRVXUH�GUDIWV��DUH�JHQHUDOO\�DGHTXDWH�IRU� WKH� MRE´��S�������6HH�DOVR�� IRU�H[DPSOH��%HEELQJWRQ�HW�DO���������+LEELWW���������� )RU�D�UHYLHZ�RI�FXUUHQW�LQLWLDWLYHV�IRU�LQWHUQDWLRQDO�VWDQGDUG�VHWWLQJ�LQ�WKH�ILHOGV�RI�HQYLURQPHQWDO�UHSRUWLQJ�DQG�WKH�SURYLVLRQ�RI�DVVXUDQFH�VHUYLFHV��SDUWLFXODUO\�LQ�UHODWLRQ�WR�WKH�*5,�*XLGHOLQHV�RQ�WULSOH� ERWWRP� OLQH� UHSRUWLQJ� DQG� WKH� GHOLEHUDWLRQV� RI� WKH� ,$3&� RQ� DVVXUDQFH� HQJDJHPHQWV� LQ�FRQQHFWLRQ�ZLWK�FRUSRUDWH�HQYLURQPHQW�UHSRUWV��VHH��IRU�H[DPSOH��'ULHsQKXL]HQ������D��E����� $OWKRXJK�WKH�$&&$�(5$�VFKHPH�KDV�VLQFH�EHHQ�DGRSWHG�LQ�PDQ\�RWKHU�FRXQWULHV��LW�LV�QRW�WKH�RQO\�DZDUG�VFKHPH�RI�LWV�NLQG��$�FRPSOHWH�OLVW�RI�DZDUG�VFKHPHV�IRU�HQYLURQPHQWDO�UHSRUWLQJ�LV�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\�EXW�VHH��IRU�H[DPSOH��.30*�:,00��������$SSHQGL[����IRU�DQ�LOOXVWUDWLRQ�RI�VRPH�RI�WKH�RWKHU�DZDUG�VFKHPHV�DURXQG�WKH�ZRUOG���� 7KHVH� GHYHORSPHQWV� IROORZ� LQ� WKH� IRRWVWHSV� RI� WKH�$&&$¶V� VWUDWHJ\� LQ� WKH�8.�� )ROORZLQJ� LWV�IRXQGLQJ�RI�WKH�8.�(QYLURQPHQWDO�5HSRUWLQJ�$ZDUGV�LQ�������WKH�$&&$�KDV�LQWURGXFHG�RWKHU�UHSRUWLQJ�DZDUG�VFKHPHV��QRWDEO\�WKH�8.�6RFLDO�5HSRUWLQJ�$ZDUGV�LQ�DVVRFLDWLRQ�ZLWK�,6($�LQ������DQG�WKH�8.�6XVWDLQDELOLW\�5HSRUWLQJ�$ZDUGV�LQ�������)RU�D�UHYLHZ RI�UHVXOWV�RI�WKH�$&&$¶V�PRVW�UHFHQW�UHSRUWLQJ�DZDUGV�IRU�HQYLURQPHQWDO��VRFLDO��HQYLURQPHQWDO�DQG�VXVWDLQDELOLW\�UHSRUWLQJ�VHH�$&&$������E����� 1RUWK�$PHULFD�ZDV�D�SDUWLFXODUO\�IHUWLOH�JURXQG�IRU�HDUO\�H[SHULPHQWV�LQ�HQYLURQPHQWDO�UHSRUWLQJ��7KLV� KDV� EHHQ� VXJJHVWHG� DV� EHLQJ� WKH� UHVXOW� RI� UHJXODWRU\� DQG� JRYHUQPHQWDO� SUHVVXUHV� �*UD\������D��*UD\�HW�DO����������,QGHHG��FRPSDULVRQV�EHWZHHQ�WKH�86$�DQG�RWKHU�SDUWV�RI�WKH�ZRUOG�LQ�UHODWLRQ�WR�WUHQGV�LQ�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ�QHHG�WR�EH�VHHQ�LQ�WKH�FRQWH[W�RI�D�VKLIW�LQ�WKH�86$�IURP�YROXQWDU\�HQYLURQPHQWDO�UHSRUWLQJ�LQ�WKH�����V�WRZDUGV�DQ�LQFUHDVLQJ�HPSKDVLV�RQ�PDQGDWRU\�HQYLURQPHQWDO�GLVFORVXUHV�LQ�WKH�ODWH�����V�DQG�HDUO\�����V���� 'HYHORSPHQWV� LQ� FRUSRUDWH� HQYLURQPHQWDO� UHSRUWLQJ� LQ� WKH� ����V� OHIW� XQDQVZHUHG� WKH� PDQ\�FRQFHSWXDO�DQG�WHFKQLFDO�GLIILFXOWLHV�WKDW�ZHUH�WURXEOLQJ�UHVHDUFKHUV�DQG�SUDFWLWLRQHUV�LQ�WKH�����V�DQG�����V� LQ� WKHLU�TXHVW� IRU�D�JHQHUDOO\�DFFHSWHG� IUDPHZRUN� IRU� VRFLDO� UHSRUWLQJ��2QH�SRVVLEOH�UHDVRQ�IRU�WKLV�PLJKW�KDYH�EHHQ�WKDW�DQ�HQRUPRXV�DPRXQW�RI�ZRUN�ZDV�VWLOO�UHTXLUHG�WR�RYHUFRPH�WKHVH�GLIILFXOWLHV�DQG�WKDW�VXFK�ZRUN�ZRXOG�RQO\�KDYH�EHHQ�IUXLWIXO�LI�D�VRFLDO�RU�OHJDO�FRQVHQVXV�RQ�FRUSRUDWH� VRFLDO� UHVSRQVLELOLW\�KDG�HPHUJHG� �%URFNKRII���������7KH� IRFXV�RQ�HQYLURQPHQWDO�LVVXHV��UDWKHU�WKDQ�WKH�IXOO�DPELW�RI�VRFLDO�LVVXHV��LQFUHDVHV�SHUKDSV�WKH�FKDQFHV�RI�UHDFKLQJ�VRPH�IRUP�RI�FRQVHQVXV�
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��� +DUWH� DQG�2ZHQ� �������QRWH� WKDW� LQ� WKH�HDUO\�����V�8.�FRPSDQLHV�ZHUH�VWDUWLQJ� WR�XVH�RWKHU��VHSDUDWH� UHSRUWV� IRU� GLVFORVLQJ� VRFLDO� DQG� HQYLURQPHQWDO� LQIRUPDWLRQ�� 7KH\� DOVR� UHSRUW� WKDW� D�KDQGIXO�RI�8.�FRPSDQLHV��QRWDEO\�%3�DQG�57=��KDG�SURGXFHG�VHSDUDWH�VRFLDO�UHSRUWV�DQG�ERWK�%ULWLVK� 6WHHO� DQG� WKH� 8.� VXEVLGLDU\� RI� 1RUVN� +\GUR� KDG� SXEOLVKHG� VHSDUDWH� VWDQG�DORQH�HQYLURQPHQW�UHSRUWV��+RZHYHU��DW�WKDW�WLPH��WKH�RQO\�H[DPSOH�RI�D�UHJXODU�DQQXDO�UHSRUW�RI�ZKLFK�WKH\�ZHUH�DZDUH�ZDV�WKH�DQQXDO�+HDOWK�DQG�6DIHW\�5HSRUW�RI�%ULWLVK�1XFOHDU�)XHOV�/WG��+DUWH�DQG�2ZHQ���������7KH�8.¶V�DQQXDO�(QYLURQPHQWDO�5HSRUWLQJ�$ZDUGV��(5$��VFKHPH��HVWDEOLVKHG�E\�WKH�$&&$�LQ�������SURYLGHV�DQ�H[FHOOHQW�VRXUFH�RI�PDWHULDO�LQ�UHODWLRQ�WR�ERWK�GHYHORSPHQWV�LQ�8.�HQYLURQPHQW�UHSRUWV�JHQHUDOO\�DV�ZHOO�DV�H[DPSOHV�RI�EHVW�SUDFWLFH�GXULQJ�WKH�����V���� 2I� WKH� ��� RUJDQL]DWLRQV� OLVWHG� E\� .30*� �����E��� ��� DUH� IURP� EXVLQHVV�LQGXVWU\�� IRXU� DUH�LQWHUJRYHUQPHQWDO� RUJDQL]DWLRQV�� VL[� DUH� 1*2V� DQG� QRW�IRU�SURILW� RUJDQL]DWLRQV�� IRXU� UHODWH� WR�JRYHUQPHQW�LQLWLDWLYHV��WKUHH�DUH�DFFRXQWDQF\�ERGLHV��)((��,)$&��&,&$��DQG�RQH�D�UHSUHVHQWDWLYH�RI� WKH� LQYHVWPHQW� FRPPXQLW\� �WKH� (XURSHDQ� )HGHUDWLRQ� RI� )LQDQFLDO� $QDO\VWV¶� 6RFLHWLHV��())$6������ 7KH�LGHQWLILFDWLRQ�RI�LQWHUQDWLRQDO�LQIOXHQFHV�RQ�&65�DQG�WKH�HIIHFWV�WKDW�VXFK�LQIOXHQFHV�KDYH�RQ�EXVLQHVV� RUJDQL]DWLRQV� LV� IDU� IURP� VLPSOH�� 0RUHRYHU�� WKHUH� LV� QR� ZD\� RI� NQRZLQJ� IRU� FHUWDLQ�ZKHWKHU�VRPH�RI�WKH�PRUH�LPSRUWDQW�DQG VXEWOH�LQIOXHQFHV�DW�DQ�LQWHUQDWLRQDO�OHYHO�KDYH��WR�GDWH��EHHQ� LGHQWLILHG��$V�*UD\�HW�DO���������VWDWH��RULJLQDO�HPSKDVLV���³>0@DQ\�RI�WKH�PRVW�LPSRUWDQW�JOREDO� LQIOXHQFHV� RQ� &65� PD\� KDYH� DULVHQ� IURP� YHU\� EURDG� SDQ�QDWLRQDO� WUHQGV� VXFK� DV� WKH�UHODWLYHO\�UHFHQW�JURZWK�RI�LQWHUQDWLRQDO�FDSLWDOLVP��LQWHUQDWLRQDO�EXVLQHVV�DQG�LQWHUQDWLRQDO�FDSLWDO�PDUNHWV´� �S������� ,QWHUHVWLQJO\� SHUKDSV�� WKH� FRQFHUQV�RI� WKH� ILQDQFLDO� FRPPXQLW\�RYHU�SRVVLEOH�HFRQRPLF�ULVN�LVVXHV�GR�QRW�DSSHDU�WR�KDYH�EHHQ�DQ�LQIOXHQWLDO�IDFWRU LQ�WKH�HVFDODWLRQ�RI�FRUSRUDWH�HQYLURQPHQWDO� UHSRUWLQJ� LQ� WKH� HDUO\� ����V�� $OWKRXJK� WKH� ILQDQFLDO� FRPPXQLW\� UHFRJQLVHV�HQYLURQPHQWDO� LVVXHV� DV� DIIHFWLQJ� WKH� ILQDQFLDO� YDOXH� RI� FRPSDQLHV� DQG� WKHLU� DELOLWLHV� WR�PHHW�REOLJDWLRQV�DQG�WR�PDNH�SURILWV��VHH��IRU H[DPSOH��())$6���������������WKH\�DSSHDU�WR�KDYH�OLWWOH�LQWHUHVW�LQ�HQYLURQPHQW�UHSRUWV��'77,���������IRU�H[DPSOH��UHSRUW�WKDW�D�QXPEHU�RI�VXUYH\V�KDYH�FRQFOXGHG� WKDW� WKH� ILQDQFLDO� FRPPXQLW\�� LQ� SDUWLFXODU� EURNHUV� DQG� VWRFNEURNHUV�� GR� QRW� XVH�FRUSRUDWH�HQYLURQPHQW�UHSRUWV�LQ�WKHLU�GHFLVLRQ�PDNLQJ�SDUWO\�EHFDXVH�RI�WKH�IDFW�WKDW��D��WKH\�GR�QRW�NQRZ�KRZ�WR�µSULFH¶�WKDW�LQIRUPDWLRQ�DQG��E��WKH\�GR�QRW�VHHP�WR�NQRZ�ZKDW�LQIRUPDWLRQ�WKH\�QHHG���� ,Q� FRQQHFWLRQ� ZLWK� WKH� :72�� LW� LV� SHUKDSV� LQWHUHVWLQJ� WR� VSHFXODWH� RQ� WKH� H[WHQW� WR� ZKLFK�PXOWLQDWLRQDO�EXVLQHVVHV�SHUFHLYH�WKH�µ1HZ�:RUOG�2UGHU¶��'DPH�$QLWD�5RGGLFN��IRXQGHU�RI�WKH�%RG\�6KRS�,QWHUQDWLRQDO�3OF��LQ�D�%%&�WHOHYLVLRQ�LQWHUYLHZ�RQ����2FWREHU������UHIHUUHG�WR�5R\DO�'XWFK�6KHOO¶V�DOOHJHG�VWDWHPHQW�PDGH�DW�WKH�($57+�6800,7����PRUH�FRPPRQO\�UHIHUUHG�WR�DV�µ5LR��¶�� D� 6SHFLDO� 6HVVLRQ� RI� WKH� *HQHUDO� $VVHPEO\� RI� WKH� 81� WR� UHYLHZ� DQG� DSSUDLVH� WKH�LPSOHPHQWDWLRQ�RI�$JHQGD�����KHOG� LQ�1HZ�<RUN�RQ�������-XQH������� WKDW� WKH�FRPSDQ\�LV�QRW�ZRUULHG� DERXW� WKH� UHJXODWLRQV� DV� LW� FRQWUROV� WKHP� �WKURXJK� WKH�:72��� 1RU� LV� 6KHOO� DOOHJHGO\�FRQFHUQHG�DERXW�JRYHUQPHQWV��DV�LW�FRQWUROV�WKHP�WRR�WKURXJK�WKH�:72���+RZHYHU��DFFRUGLQJ�WR�5RGGLFN�� ZKDW� UHDOO\� FRQFHUQV� 6KHOO� LV� LWV� FXVWRPHUV� DQG� KRZ� WKRVH� FXVWRPHUV� UHDFW� WR� WKH�DFWLYLWLHV�RI�SUHVVXUH�JURXSV��VHH��IRU�H[DPSOH��5RGGLFN����������� 7KH�RULJLQV�RI�WKH�(8�DQG�(&¶V�LQYROYHPHQW�LQ�DQG�FRQFHUQ�IRU�HQYLURQPHQWDO�LVVXHV�DUH�WR�EH�IRXQG�LQ�7KH�7UHDW\�RI�5RPH���������µWKH�7UHDW\¶���D�FRUQHUVWRQH�RI�WKH�(8��7KH�7UHDW\�SURYLGHV�WKH� EDVLV� IRU� HVWDEOLVKLQJ� D� FRPPRQ� VRFLDO� SROLF\� ODZ�ZLWKLQ� WKH� (8�0HPEHU� 6WDWHV� DQG� WKH�(XURSHDQ�)UHH�7UDGH�$VVRFLDWLRQ��()7$��FRXQWULHV�RI�,FHODQG��/LHFKWHQVWHLQ�DQG�1RUZD\��,Q�WKH�HDUO\�����V��VLJQLILFDQW�GHYHORSPHQWV�WRRN�SODFH�ZLWKLQ�WKH�(8�DQG�()7$�FRXQWULHV�LQ�UHODWLRQ�WR�IXWXUH� UHJXODWLRQV� FRQFHUQLQJ� HQYLURQPHQWDO� UHSRUWLQJ� ZLWK� WKH� DGRSWLRQ� RI� DQ� HQYLURQPHQWDO�SROLF\�LQ�WKH�$JUHHPHQW�RQ�WKH�(XURSHDQ�(FRQRPLF�$UHD���������µWKH�$JUHHPHQW¶���$UWLFOH����RI�WKH�$JUHHPHQW�UHTXLUHV�WKH�0HPEHU�6WDWHV�RI�WKH�(8�DQG�()7$�FRXQWULHV�WR�SUHVHUYH��SURWHFW�DQG�LPSURYH� WKH� TXDOLW\� RI� WKH� HQYLURQPHQW�� WR� FRQWULEXWH� WRZDUGV� SURWHFWLQJ� KXPDQ� KHDOWK� DQG� WR�HQVXUH� D� SUXGHQW� DQG� UDWLRQDO� XWLOLVDWLRQ� RI� UHVRXUFHV�� $OWKRXJK� WKH� $JUHHPHQW� FRQWDLQHG� QR�VSHFLILF� UHTXLUHPHQWV� FRQFHUQLQJ� LQGLYLGXDO� FRPSDQLHV�� LW� FRQWDLQHG� WKUHH� LPSRUWDQW� SULQFLSOHV�ZKLFK� KDG� SRWHQWLDOO\� VHULRXV� LPSOLFDWLRQV� IRU� VRFLHW\�� EXVLQHVV� DQG� LQGLYLGXDOV�� 7KHVH� WKUHH�SULQFLSOHV� ZHUH� DV� IROORZV� �*UD\� HW� DO��� ������� WKDW� SUHYHQWDWLYH� DFWLRQ� VKRXOG� EH� WDNHQ�� WKDW�HQYLURQPHQWDO�GDPDJH�VKRXOG�DV�D�SULRULW\�EH�UHFWLILHG�DW�VRXUFH��DQG��WKDW�WKH�SROOXWHU�VKRXOG�SD\��WKH�ODWWHU�EHFDPH�NQRZQ�DV�µWKH�SROOXWHU�SD\V¶�SULQFLSOH��
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��� 7KH� RULJLQDO� (0$6� UHJXODWLRQ� �&(&�� ����E�� IRFXVHG� RQ� LQGXVWULDO� VLWHV� DOWKRXJK� $UWLFOH� ���SURYLGHG�0HPEHU� 6WDWHV�ZLWK� WKH� RSWLRQ� RI� H[WHQGLQJ� LW� WR� RWKHU� HFRQRPLF� VHFWRUV�� $� UHYLVHG�(0$6� UHJXODWLRQ�ZDV� DGRSWHG� E\� WKH�&RPPLVVLRQ� RQ� ���2FWREHU� ������ WKH�PDLQ� HOHPHQWV� RI�ZKLFK�ZHUH�WKH�H[WHQVLRQ�RI�(0$6�WR�DOO�HFRQRPLF�VHFWRUV��WKH�LQWHJUDWLRQ�RI�,62�������DV�WKHUHTXLUHG� HQYLURQPHQWDO� PDQDJHPHQW� V\VWHP� DQG� WKH� VWUHQJWKHQLQJ� RI� WKH� UROH� RI� WKH�HQYLURQPHQWDO� VWDWHPHQW� WR� LPSURYH� WUDQVSDUHQF\� DQG� DFFRXQWDELOLW\� WR� VWDNHKROGHUV�� 2Q� ���)HEUXDU\� ������ D� UHYLVHG� (0$6� VFKHPH�� PRUH� FRPPRQO\� NQRZQ� DV� (0$6� ,,�� ZDV� IRUPDOO\�DGRSWHG� DQG� HQWHUHG� LQWR� IRUFH� RQ� �� -XO\� ����� IROORZLQJ� LWV� VHFRQG� UHDGLQJ� LQ� WKH� (XURSHDQ�3DUOLDPHQW� �&(&�� ����D��� 7KH� HVVHQWLDO� HOHPHQWV� RI� (0$6� ,,� DUH� PXFK� WKH� VDPH� DV� LWV�SUHGHFHVVRU��ZLWK�WZR�QRWDEOH�H[FHSWLRQV���D��WKH�QHZ�UHJXODWLRQ�DSSOLHV�WR�DOO�RUJDQL]DWLRQV�UDWKHU�WKDQ�MXVW�WR�FRPSDQLHV�LQ�WKH�LQGXVWULDO�VHFWRU��DQG���E��WKH�UHJXODWLRQ�LV�QR�ORQJHU�VLWH�EDVHG�EXW�FDQ�EH�H[WHQGHG�WR�LQFOXGH�DOO�DFWLYLWLHV�RU�SDUWV�RI�WKH�DFWLYLWLHV�RI�DQ�RUJDQL]DWLRQ���� 7R� GDWH�� WKH� (0$6� UHJXODWLRQ� KDV� EHHQ� SRSXODU� LQ� FHUWDLQ� (8� 0HPEHU� 6WDWHV�� SDUWLFXODUO\�*HUPDQ\�� DOWKRXJK� LWV� WDNH�XS�E\�FRPSDQLHV� LQ�PDQ\�0HPEHU�6WDWHV� UHPDLQV�SDWFK\�SULPDULO\�GXH� WR� LWV� SHUFHLYHG� ODFN� RI� FUHGLELOLW\�� $V� DW� -XO\� ������ D� WRWDO� RI� ������ VLWHV� DUH� RIILFLDOO\�UHJLVWHUHG� XQGHU� (0$6�� RI� ZKLFK� ������ ���� SHU� FHQW�� DUH� UHJLVWHUHG� LQ� *HUPDQ\� �VRXUFH��KWWS���HXURSD�HX�LQW�FRPP�HQYLURQPHQW�HPDV�LQGH[��� 7KH� YHULILFDWLRQ� RI� (0$6� UHSRUWV� LV� QR�ORQJHU�D�QHZ�SKHQRPHQRQ��FRPLQJ�DV�LW�GRHV�ZLWKLQ�WKH�JHQHUDO�DPELW�RI�ZKDW�WKH�DFFRXQWDQF\�SURIHVVLRQ�OLNHV�WR�FDOO�µDVVXUDQFH�VHUYLFHV¶��+RZHYHU��LQ�������ZKHQ�WKH�(0$6�UHJXODWLRQ�ZDV�DGRSWHG�� WKH� VLWXDWLRQ� ZDV� TXLWH� GLIIHUHQW�� $W� WKDW� WLPH� WKH� ,&$(:�� RQH� RI� (XURSH¶V� OHDGLQJ�SURIHVVLRQDO�DFFRXQWDQF\�ERGLHV��ZDV�LQLWLDOO\�XQLQWHUHVWHG�LQ�(0$6��UHJDUGLQJ�LW�DV�RXWVLGH�WKH�UROH� RI� DFFRXQWDQWV�GHVSLWH� VWUHQXRXV�HIIRUWV�E\� WKH�SUHVHQW� DXWKRU� WR� FRQYLQFH� WKHP�RWKHUZLVH��VHH�)((�� ����� �UHVHDUFKHG� DQG�ZULWWHQ� E\� WKH�SUHVHQW� DXWKRU�� DQG�+LEELWW�� ������� ,W�ZDV�RQO\�ODWHU��ZKHQ�SUDFWLWLRQHUV�RI�WKH�µ%LJ�)LYH¶�DFFRXQWDQF\�ILUPV�UHDOLVHG�WKH�VLJQLILFDQFH�RI�WKLV�DUHD�LQ�WHUPV�RI�QHZ�EXVLQHVV�RSSRUWXQLWLHV�DQG�WKH�WKUHDW�WR�WKDW�QHZ�EXVLQHVV�SRVHG�E\�RWKHU�VHUYLFH�SURYLGHUV�VXFK�DV�HQYLURQPHQWDO�HQJLQHHUV�DQG HQYLURQPHQWDO�FRQVXOWDQWV�� WKDW� WKH�DFFRXQWDQF\�SURIHVVLRQ�EHJDQ�WR�WDNH�(0$6�VHULRXVO\���� 7KH������5LR�GH�-DQHLUR�(DUWK�6XPPLW�ZDV�SDUWLFXODUO\�VLJQLILFDQW�EHFDXVH�LW�OHG�WR�WKH�DGRSWLRQ�E\� QDWLRQDO� JRYHUQPHQWV� RI� 7KH� 5LR� 'HFODUDWLRQ� RQ� (QYLURQPHQW� DQG� 'HYHORSPHQW�� D�SURFODPDWLRQ� E\� VRPH� ���� QDWLRQ� 6WDWHV� RI� WKHLU� FRPPLWPHQW� WR� ��� 3ULQFLSOHV�� 3ULQFLSOH� �� RI�ZKLFK� VWDWHV�� ³7R� DFKLHYH� VXVWDLQDEOH� GHYHORSPHQW� DQG� D� KLJKHU� TXDOLW\� RI� OLIH� IRU� DOO� SHRSOH��6WDWHV� VKRXOG� UHGXFH� DQG� HOLPLQDWH� XQVXVWDLQDEOH� SDWWHUQV RI� SURGXFWLRQ� DQG� FRQVXPSWLRQ� DQG�SURPRWH�DSSURSULDWH�GHPRJUDSKLF�SROLFLHV´��*LOSLQ��������S��������� ,Q�D�PRUH�JHQHUDO�FRQWH[W�� WKH�81�KDV�ORQJ�EHHQ�HQJDJHG�LQ�HIIRUWV�WR�UHJXODWH�WKH�DFWLYLWLHV�RI�ODUJH� EXVLQHVV� RUJDQL]DWLRQV�� SDUWLFXODUO\� WKH� UHJXODWLRQ� RI� LQWHUQDWLRQDO� DFFRXQWLQJ� E\�WUDQVQDWLRQDO� FRUSRUDWLRQV� �71&V��� )RU� DQ� LQVLJKW� LQWR� WKH� KLVWRU\� DQG� VWUXFWXUH� RI� WKH� 81¶V��IDLOHG�� LQLWLDWLYHV� LQ� UHODWLRQ� WR� WKH� ODWWHU� VLQFH� WKH� ����V�� VHH�� IRU� H[DPSOH�� 1HZHOO�� ������5DKPDQ���������� 1RZ� GLVEDQGHG�� KDYLQJ� EHFRPH� SDUW� RI� WKH� 8QLWHG� 1DWLRQV� &RQIHUHQFH� RQ� 7UDGH� DQG�'HYHORSPHQW��81&7$'����� *UD\�HW�DO���������VXJJHVW�WKDW�WKH�UHDVRQ�ZK\�LQWHUQDWLRQDO�JRYHUQPHQWDO�RUJDQL]DWLRQV�VXFK�DV�WKH�81�KDYH�EHHQ�VR�LQHIIHFWXDO�LQ�LQFUHDVLQJ�FRUSRUDWH�DFFRXQWDELOLW\�RQ�HQYLURQPHQWDO�LVVXHV�LV�WKH� SRZHU� RI� WKH� ELJ� FRUSRUDWLRQV� WR� LQIOXHQFH�JRYHUQPHQWV��'RFXPHQWDU\�HYLGHQFH� WR� VXSSRUW�VXFK� FODLPV� LV� QRW� ZLGHVSUHDG� EXW� WKHUH� LV� D� JURZLQJ� ERG\� RI� OLWHUDWXUH� ZKLFK� GRHV� VHHP� WR�VXSSRUW� WKH� FRQWHQWLRQ� WKDW� WKH� H[HFXWLYHV� RI� ODUJH� FRUSRUDWLRQV� KDYH� XVHG� WKHLU� KXJH� ILQDQFLDO�UHVRXUFH�EDVH�WR�LQIOXHQFH�WKH�SHUFHSWLRQV�RI�JRYHUQPHQWV�DQG�VRFLHW\�JHQHUDOO\��VHH��IRU�H[DPSOH��%HGHU��������.RUWHQ��������������.UXW�DQG�*OHFNPDQ��������0D\KHZ��������:HOIRUG����������� )RU�D�PRUH�GHWDLOHG�DQDO\VLV�RI�VHOHFWHG�H[DPSOHV�RI�HQYLURQPHQWDO�FKDUWHUV�DQG�FRGHV�RI�SUDFWLFH��VHH��IRU�H[DPSOH��&,&$������D��.30*������E���� 'HWDLOV�RI� WKH�:%&6'¶V�6XVWDLQDEOH�'HYHORSPHQW�SURMHFW�FDQ�EH�IRXQG�RQ�WKH�:%&6'¶V�ZHE�VLWH�DW��KWWS���ZZZ�ZEFVG�RUJ�SURMHFWV�SUBVXVWUHSRUW�KWP��� 'HWDLOV� RI� WKH� &(),&� JXLGHOLQHV� RQ� HQYLURQPHQWDO� UHSRUWLQJ� FDQ� EH� IRXQG� LQ� $SSHQGL[� %� LQ�(QYLURQPHQWDO�5HSRUWLQJ �.30*������E����� )XUWKHU� GHWDLOV� RI� WKH� 3(5,� *XLGHOLQHV� FDQ� EH� IRXQG� RQ� WKH� ZHE� VLWH� RI� ,%0� ,QF�� DW��KWWS���ZZZ�LEP�FRP�LEP�HQYLURQPHQW�LQLWLDWLYHV�SHUL�SKWP
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��� 7KH� *OREDO� 5HSRUWLQJ� ,QLWLDWLYH� �*5,�� ZDV� LQLWLDWHG� LQ� ODWH������ E\� WKH� &RDOLWLRQ� IRU�(QYLURQPHQWDOO\� 5HVSRQVLEOH� (FRQRPLHV� �&(5(6�� LQ� SDUWQHUVKLS� ZLWK� WKH� 8QLWHG� 1DWLRQV�(QYLURQPHQW�3URJUDPPH��81(3���ZLWK�WKH�DFWLYH�SDUWLFLSDWLRQ�RI�EXVLQHVV��1*2V��DFFRXQWDQF\�ERGLHV�� EXVLQHVV� DVVRFLDWLRQV�� DQG� RWKHU� VWDNHKROGHUV�� ,WV� RULJLQDO� SXUSRVH� ZDV� WR� GHYHORS� D�JHQHUDOO\�DFFHSWHG�IUDPHZRUN�IRU�HQYLURQPHQWDO UHSRUWLQJ��$&&$�81(3���������,Q�HDUO\�������WKH� VSRQVRUV� XQLODWHUDOO\� H[SDQGHG� WKH� VFRSH� RI� WKHLU�ZRUN� WR� HQFRPSDVV� HFRQRPLF� DQG� VRFLDO�LVVXHV�� ,Q� D�KLJKO\� FRQWURYHUVLDO�PRYH�� DQG� IRU� UHDVRQV�EHVW�NQRZQ� WR� WKH�VSRQVRUV�� WKLV� µWULSOH�ERWWRP� OLQH¶� �7%/�� UHSRUWLQJ� �(ONLQJWRQ�� ������ ������ RQ� HQYLURQPHQWDO�� VRFLDO� DQG� HFRQRPLF�LVVXHV�VRPHKRZ�DFTXLUHG�WKH�PLVOHDGLQJ�WLWOH�RI�µVXVWDLQDELOLW\�UHSRUWLQJ¶��,Q�������*5,�UHOHDVHG�WKH�6XVWDLQDELOLW\�5HSRUWLQJ�*XLGHOLQHV �*5,�� ������� D� YROXQWDU\� IUDPHZRUN� IRU� µWULSOH�ERWWRP�OLQH¶� UHSRUWLQJ� RQ� HFRQRPLF�� HQYLURQPHQWDO�� DQG� VRFLDO� LVVXHV�� 7KHVH� JXLGHOLQHV� ZHUH�VXEVHTXHQWO\�XSGDWHG�LQ�������*5,���������0RUH�LQIRUPDWLRQ�LV�SURYLGHG�RQ�WKH�*5,�ZHEVLWH�DW��KWWS���ZZZ�JOREDOUHSRUWLQJ�RUJ�LQGH[�KWP�� 7KH� ,QVWLWXWH� RI� 6RFLDO� DQG� (WKLFDO� $FFRXQWDELOLW\��,6($��ZDV� IRXQGHG� LQ� ����� DV� DQ� LQWHUQDWLRQDO�PHPEHUVKLS� RUJDQL]DWLRQ�ZLWK� WKH�PLVVLRQ� RI�LPSURYLQJ� WKH� DFFRXQWDELOLW\� DQG�SHUIRUPDQFH�RI�RUJDQL]DWLRQV� LQ� UHODWLRQ� WR�VRFLDO�DQG�HWKLFDO�DFFRXQWLQJ��DXGLWLQJ�DQG�UHSRUWLQJ�� ,6($¶V�PHPEHUVKLS� LV�PDGH�XS�RI�FRUSRUDWLRQV��DFDGHPLFV��1*2V��DQG�EXVLQHVV�FRQVXOWDQWV��$V�SDUW�RI�LWV�JRDO�RI�IDFLOLWDWLQJ�D�FRQYHUJHQFH�RI�EHVW�SUDFWLFH��,6($�ODXQFKHG�LWV�DFFRXQWDELOLW\�VWDQGDUG�$FFRXQWDELOLW\����� �$$������LQ�������7KH�$$������VWDQGDUG�SURYLGHV�ERWK�D�IUDPHZRUN�WKDW�RUJDQL]DWLRQV�FDQ�XVH�WR�XQGHUVWDQG�DQG�LPSURYH�WKHLU�HWKLFDO�SHUIRUPDQFH�DQG�D�PHDQV� IRU�RWKHUV� WR� MXGJH� WKH�YDOLGLW\�RI�HWKLFDO�FODLPV�PDGH��0RUH�LQIRUPDWLRQ�FDQ�EH�IRXQG�DW�,6($¶V�ZHEVLWH�DW��KWWS���ZZZ�DFFRXQWDELOLW\�RUJ�XN����� 7KH�(XURSHDQ�&RPPLVVLRQ�KDV�DOVR�UHFHQWO\�HQWHUHG�LQWR�WKH�FRUSRUDWH�VRFLDO�UHVSRQVLELOLW\�DUHQD�ZLWK� WKH� LVVXH� RI� ERWK� D� *UHHQ� SDSHU� LQ� ����� �&(&�� ����G�� DQG� LWV� UHFHQW� FRPPXQLFDWLRQ�&RUSRUDWH� 6RFLDO� 5HVSRQVLELOLW\�� $� %XVLQHVV� &RQWULEXWLRQ� WR� 6XVWDLQDEOH� 'HYHORSPHQW �&(&����������*UHHQ�3DSHUV�DUH�RIILFLDO�FRQVXOWDWLRQ�GRFXPHQWV�ZKLFK��EHIRUH�WKH�SUHSDUDWLRQ�RI�IRUPDO�SURSRVDOV��VHW�RXW�WKH�&RPPLVVLRQ¶V�LGHDV�DQG�SUHVHQW�SRVVLEOH�PHDVXUHV��,Q�HIIHFW��WKH\�SURYLGH�DQ� LQGLFDWLRQ� RI� WKH� &RPPLVVLRQ¶V� LQWHUQDO� WKLQNLQJ� RQ� D� SDUWLFXODU� WRSLF�� OD\LQJ� GRZQ� WKH�IRXQGDWLRQV� IRU� D� IUDPHZRUN� LQ�ZKLFK� LQWHUHVW� JURXSV� FDQ�SUHVHQW� WKHLU�YLHZSRLQWV� LQ� WHUPV�RI�WLPH�OLPLWV��LPSRUWDQFH�RI�SUHVHQWLQJ�YLHZV�LQ�ZULWLQJ��WKH�SRVVLELOLW\�RI�RUJDQLVLQJ�KHDULQJV��HWF���7KH�FRPPXQLFDWLRQ��&(&��������FRQVWLWXWHV�D�IROORZ�XS�WR�WKH�*UHHQ�SDSHU�DQG�SUHVHQWV�DQ�(8�VWUDWHJ\� WR�SURPRWH�&65HVS� IROORZLQJ� WKH�FRQVXOWDWLRQ�SURFHVV��7KH�FRPPXQLFDWLRQ� LQFOXGHV�D�GHILQLWLRQ�RI�WKH�FRQFHSW�RI�&65HVS�LQ�WKH�FRQWH[W�RI�VXVWDLQDEOH�GHYHORSPHQW�DQG�LWV�LPSDFW�RQ�EXVLQHVV�DQG�VRFLHW\���� 9DULRXV�QDWLRQDO�VWDQGDUGV�IRU�HQYLURQPHQWDO�PDQDJHPHQW�KDYH�EHHQ�UHFRJQLVHG E\�WKH�(XURSHDQ�&RPPLVVLRQ�DV�VDWLVI\LQJ�WKH�FULWHULD�RI�WKH�(0$6�5HJXODWLRQ��$UWLFOH������LQFOXGLQJ�WKRVH�LQ�WKH�8.��%ULWLVK�6WDQGDUG�%6��������,UHODQG��,ULVK�6WDQGDUG�,6������DQG�6SDLQ��81(�������������$V�LQ� WKH� FDVH� RI� VRPH� RWKHU� FRXQWULHV�� WKH� 8.¶V� VWDQGDUG� �%6� ������ KDV� VLQFH� EHHQ� IRUPDOO\�VXSHUVHGHG�E\�WKH�,QWHUQDWLRQDO�6WDQGDUG�2UJDQL]DWLRQ¶V�,62��������WKH�ODWWHU�EHLQJ�DOVR�D�TXDOLW\�PDQDJHPHQW�VWDQGDUG�UDWKHU�WKDQ�DGGUHVVLQJ�LVVXHV�RI�WUDQVSDUHQF\�DQG�DFFRXQWDELOLW\�WR�VRFLHW\��,62������� LV�FXUUHQWO\�XQGHU�UHYLHZ�ZLWK�D�UHYLVHG�YHUVLRQ�H[SHFWHG� WR�EH�UHOHDVHG� LQ������RU�ODWHU���� 'HVSLWH� WKHLU� JURZLQJ� SRSXODULW\�� LW� LV� LPSRUWDQW� WR� UHPHPEHU� WKDW� ERWK� WKH� (0$6� UHJXODWLRQ��&(&�� ����D�� DQG� LWV� LQWHUQDWLRQDO� FRXQWHUSDUW� ,62� ������ �(XURSHDQ� &RPPLWWHH� IRU�6WDQGDUGL]DWLRQ��&(1���������,62��������DUH�HVVHQWLDOO\�LQWHUQDO�TXDOLW\�PDQDJHPHQW�VWDQGDUGV��EHLQJ� EDVHG� RQ� WKH� SULQFLSOHV� RI� WRWDO� TXDOLW\� PDQDJHPHQW� �740�� �1HWKHUKRRG�� ������� )RU�H[DPSOH�� WKH� LQWURGXFWLRQ� WR� ,62������� �,62��������VWDWHV� WKDW� LW� VKDUHV�FRPPRQ�PDQDJHPHQW�V\VWHP�SULQFLSOHV�ZLWK�WKH�,62������VHULHV�RI�TXDOLW\�V\VWHP�VWDQGDUGV�DQG�WKDW�RUJDQL]DWLRQV�PD\�HOHFW�WR�XVH�DQ�H[LVWLQJ�PDQDJHPHQW�V\VWHP�FRQVLVWHQW�ZLWK�WKH�,62������VHULHV�DV�D�EDVLV�IRU�LWV�(06�� 6LPLODUO\�� WKH� UHYLVHG�(0$6� UHJXODWLRQ¶V�$QQH[���� 3DUW�$��(QYLURQPHQWDO�PDQDJHPHQW�V\VWHP UHTXLUHPHQWV LV�UHSURGXFHG�HQWLUHO\�IURP�WKH�WH[W�RI�VHFWLRQ���RI�,62��������3DUWO\�IRU�WKLV�UHDVRQ�� ERWK� (0$6� DQG� ,62� ������ KDYH� EHHQ� FULWLFLVHG� IRU� QRW� JRLQJ� IDU� HQRXJK�� IRU� EHLQJ�GHIHQVLYH� DQG� EXUHDXFUDWLF�� DQG�� PRUH� LPSRUWDQW� SHUKDSV�� IRU� IDLOLQJ� WR� SURYLGH� DQ� DGHTXDWH�IUDPHZRUN� ZLWK� ZKLFK� WR� WDFNOH� WKH� FKDOOHQJHV� RI� VXVWDLQDELOLW\� �VHH�� IRU� H[DPSOH�� .DPS�5RHODQGV� DQG� %RXPD�� ������ .UXW� DQG� *OHFNPDQ�� ������ 1HWKHUKRRG�� ������ 6WDUNH\�� �������+RZHYHU�� VXFK FULWLFLVPV� PD\� EH� V\PSWRPDWLF� QRW� RI� WKH� LQVWUXPHQWV� WKHPVHOYHV� EXW� RI� WKH�
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LQVWLWXWLRQV� LQYROYHG� DQG� RI� WKH� VWDQGDUGLVDWLRQ� SURFHVV�� ERWK� (0$6� DQG� ,62� ������ EHLQJ�SURGXFWV� RI� DQ� LQVWLWXWLRQDOLVHG� VKLIW� WRZDUGV� PDUNHW�EDVHG�� YROXQWDU\� LQVWUXPHQWV� DQG� WKH�V\VWHPDWLF� VWDQGDUGLVDWLRQ� RI� HQYLURQPHQWDO�PDQDJHPHQW� V\VWHPV� �+LEELWW� DQG�.DPS�5RODQGV����������� 7KH� VWXG\� E\� -RQHV� ������� PDNHV� D� QXPEHU� RI� UHFRPPHQGDWLRQV�� EDVHG� RQ� KHU� ILQGLQJV�� WR�LPSURYH�WKH�FRPSDUDELOLW\��UHOLDELOLW\�DQG�XVHIXOQHVV�RI�HQYLURQPHQWDO�LQIRUPDWLRQ�DSSHDULQJ�LQ�WKH� DQQXDO� UHSRUW�� :KLOVW� VXFK� DQ� DSSURDFK� PD\� ILQG� VXSSRUW� ZLWK� FHUWDLQ� VHFWLRQV� RI� WKH�SRSXODWLRQ��LW�LV�QRW�QHFHVVDULO\�GHPRFUDWLF�RU�VRFLDOO\�GHVLUDEOH�LQ�D�QHR�SOXUDOLVW�VRFLHW\��-RQHV¶��������VXJJHVWLRQ��IRU�H[DPSOH��WKDW�³«�HQYLURQPHQWDO�LQIRUPDWLRQ�«�VKRXOG�SUHVHQW�D�µWUXH�DQG�IDLU¶�YLHZ�«´��S�LL�� LV�QRQVHQVLFDO�XQOHVV ZH�DUH�WDONLQJ�DERXW�D�YHU\�UHVWULFWHG�FRQVWUXFWLRQ�RI�&65HVS�DQG�&65�VXFK�DV�LV�IRXQG�LQ�WUDGLWLRQDO�ILQDQFLDO�UHSRUWLQJ����� ,Q�WKH�FDVH�RI�HPSOR\HUV�DQG�HPSOR\HHV��'XWFK�ODERXU�UHODWLRQV�DUH�KLJKO\�FHQWUDOLVHG�DQG�KHDYLO\�LQVWLWXWLRQDOLVHG�ZLWK�OHJDO�UHFRJQLWLRQ�DQG�EDVHG�IXQGDPHQWDOO\�RQ�FRQVHQVXV�UDWKHU�WKDQ�FRQIOLFW��+XL]LQJ�DQG�'HNNHU���������D�FHQWUDO�IHDWXUH�RI�'XWFK�FXOWXUH��7KH�HPSOR\HHV¶�IHGHUDWLRQV�GLG�QRW�HQWHU�WKH�GHEDWH�RQ�&:(&�XQWLO�UDWKHU�ODWH�GXH�WR�SUREOHPV�LQ�EHLQJ�DEOH�WR�UHFRQFLOH�WKHLU�FRQFHUQ�ZLWK� IXOO� HPSOR\PHQW�ZLWK� HQYLURQPHQWDO� LVVXHV� �)HGHUDWLH 1HGHUODQGVH�9DNEHZHJLQJ��)19���)HGHUDWLRQ�RI�'XWFK�7UDGH�8QLRQV���������DV�UHIHUUHG�WR�LQ�+XL]LQJ�DQG�'HNNHU���������+RZHYHU�� IURP� ����� RQZDUGV� WKH\� KDYH� FR�RSHUDWHG� FORVHO\� ZLWK� WKH� HQYLURQPHQWDO�RUJDQL]DWLRQV���� )RU�D�GLVFXVVLRQ�RI�WKH�UROH�RI�WKH�DFFRXQWDQF\�SURIHVVLRQ�LQ�WKLV�GHEDWH��VHH�+XL]LQJ�DQG�'HNNHU������� �SS�����������:KDW� LV� LQWHUHVWLQJ� LV� WKDW� WKH� DFFRXQWDQF\� SURIHVVLRQ� ZDV� LQYLWHG� E\� WKH�'XWFK�JRYHUQPHQW�WR�H[SUHVV�LWV�YLHZ�RQ�LVVXHV�UHODWHG�WR�WKH�&:(&�V\VWHP�DW�WKH�RXWVHW�RI�WKH�&:(&� GHEDWH�� +RZHYHU�� DW� WKH� WLPH� WKHUH� ZDV� QR� JHQHUDO� FRQVHQVXV� DFURVV� WKH� DFFRXQWDQF\�SURIHVVLRQ� �L�H��1,95$�KDG�QRW� LVVXHG�D�VWDWHPHQW�RQ�&:(&��DOWKRXJK� LQGLYLGXDO�DFFRXQWDQWV�ZHUH�FRQWULEXWLQJ�VXEVWDQWLDOO\�WR�WKH�GHEDWH��+XL]LQJ�DQG�'HNNHU����������� 7KHVH� ��� FRXQWULHV� DUH�� 1RUWK� $PHULFD�� &DQDGD�� 86$�� 6RXWK� $PHULFD�� $UJHQWLQD�� %UD]LO��&ROXPELD�� $IULFD�� 6RXWK� $IULFD��$VLD�� +RQN� .RQJ�� ,QGLD�� -DSDQ�� $XVWUDODVLD�� $XVWUDOLD�� 1HZ�=HDODQG��DQG�(XURSH��$XVWULD��%HOJLXP��&]HFK�5HSXEOLF��'HQPDUN��)LQODQG��)UDQFH��*HUPDQ\��+XQJDU\��,UHODQG��,WDO\��WKH�1HWKHUODQGV��1RUZD\��3RUWXJDO��5XVVLD��6SDLQ��6ZHGHQ��6ZLW]HUODQG��DQG WKH�8.��$&&$����������� )((���������LQ�VWDWLQJ�WKDW�³«�WKH�FRQFHSW�RI�3HRSOH�� 3ODQHW�� 3URILW UHIOHFWV�WKH�UHVSRQVLELOLW\�RI� FRUSRUDWLRQV� DQG� RWKHU� LQVWLWXWLRQV� WRZDUGV� H[WHUQDO� VWDNHKROGHU� JURXSV´� �S���� RULJLQDO�HPSKDVLV��� KDV� SXEOLFO\� DFNQRZOHGJHG� WULSOH� ERWWRP� OLQH� UHSRUWLQJ� DV� SDUW� RI� WKH� VRFLDO�UHVSRQVLELOLW\� RI� EXVLQHVV�� :KLOVW� 5R\DO� 'XWFK�6KHOO¶V� ������� FRQFHSW� RI� µSHRSOH�� SODQHW� DQG�SURILWV¶�KDV�DOO� WKH�HOHPHQWV�RI�D� µEXVLQHVV�FDVH¶�PDUNHWLQJ�VWUDWHJ\�� WKH�IDFW� WKDW� WKH�(XURSHDQ�DFFRXQWDQF\�SURIHVVLRQ�DVVHUWV�SXEOLFO\�WKDW�EXVLQHVV�FRUSRUDWLRQV�KDYH�D�UHVSRQVLELOLW\�WRZDUGV�WKH�HQYLURQPHQW�HYLGHQFHV�D�UH�DSSUDLVDO�RI�ERWK�&65HVS�DQG�&65�
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&KDSWHU��3ULRU�FRUSRUDWH�VRFLDO�DQG�HQYLURQPHQWDO�UHSRUWLQJ�UHVHDUFK
��� ,QWURGXFWLRQ7KH�SXUSRVH�RI�WKLV�FKDSWHU�LV�WKUHH�IROG��)LUVWO\��WR�SURYLGH�D�UHYLHZ�RI�SULRU�UHVHDUFK�LQWR�WKH�QDWXUH� DQG� FDXVHV� RI� FRUSRUDWH� VRFLDO� DQG� HQYLURQPHQWDO� UHSRUWLQJ� �&65��� 7KLV� LV� GRQH� E\�H[DPLQLQJ�YDULRXV� DVVRFLDWLRQV� DGYDQFHG�E\�&65� UHVHDUFKHUV� IRU�SUHGLFWLQJ�DQG�H[SODLQLQJ�YDULDWLRQV� LQ� WKH� SRSXODULW\� DQG� YROXPH� RI� &65� ERWK� FURVV�VHFWLRQDOO\� DQG� RYHU� WLPH��6HFRQGO\�� WR� SURYLGH� DQ� RYHUDOO�PRGHO�ZKLFK� VHUYHV� WR� SUHVHQW� WKHVH DVVRFLDWLRQV�ZLWKLQ� D�FRKHUHQW�IUDPHZRUN�RI�DQDO\VLV��7KLUGO\��WR�LGHQWLI\�DQ\�GLVFHUQDEOH�SDWWHUQV�RU�WUHQGV�IURP�D�UHYLHZ� RI� WKLV� SULRU� UHVHDUFK� WRZDUGV� WKH� VHOHFWLRQ� RI� FHUWDLQ� REVHUYDEOH�� PHDVXUDEOH�SKHQRPHQD� WKDW� DUH� VXJJHVWHG� DV� EHLQJ� DVVRFLDWHG� ZLWK� YDULDWLRQV� LQ� WKH� SRSXODULW\� DQG�YROXPH�RI�&65�,Q�&KDSWHU����WKH�FRQFHSW�RI�FRUSRUDWH�VRFLDO�DFFRXQWLQJ�ZDV�SUHVHQWHG�DV�D�EURDG�FKXUFK�RI�DFWLYLWLHV�� RYHUDUFKLQJ� D� QXPEHU� RI� GLIIHUHQW� DUHDV� RI� UHVHDUFK� DQG� SUDFWLFH�� LQFOXGLQJ�FRUSRUDWH� VRFLDO� DQG� HQYLURQPHQWDO� UHSRUWLQJ� �&65��� WRWDO� LPSDFW� DFFRXQWLQJ�� VRFLDO�LQGLFDWRUV�DFFRXQWLQJ�DQG�VRFLR�HFRQRPLF�DFFRXQWLQJ��0DWKHZV���������2I�WKHVH�IRXU�DUHDV��&65�LV� WKH�PRVW�ZLGHO\�UHVHDUFKHG�DQG�SUDFWLFHG�VLQFH�WKH�HDUO\�����V��*UD\�HW�DO�������E��1HX� HW� DO��� ������� :LWKLQ� &65�� WKH� JURZWK� LQ� FRUSRUDWH� HQYLURQPHQWDO� GLVFORVXUH� DQG�UHSRUWLQJ�LQ�WKH�����V�ZDV�XQGRXEWHGO\�LQIOXHQFHG�E\�D�YDULHW\�RI�IDFWRUV��DQG�LQLWLDWLYHV�DQG�GHYHORSPHQWV� IURP�PDQ\�GLIIHUHQW�TXDUWHUV��7KH�IDFW� WKDW� WRGD\�PRUH�RI� WKH�ZRUOG¶V� ODUJHVW�FRPSDQLHV�DUH�UHSRUWLQJ�PRUH�LQIRUPDWLRQ�RQ�HQYLURQPHQWDO�LVVXHV�LV�QRW�FRQWHVWDEOH��VHH��IRU�H[DPSOH�� .30*�:,00�� ������ ������� :KDW� LV� SHUKDSV� UHPDUNDEOH� DERXW� WKH� JURZWK� RI�HQYLURQPHQWDO� UHSRUWLQJ� WKURXJKRXW� WKH� ����V� LV� WKH� IDFW� WKDW�� JHQHUDOO\� VSHDNLQJ�� VXFK�UHSRUWLQJ� ZDV� D�YROXQWDU\ DFWLYLW\�� 7KLV� UDLVHV� WKH� YHU\� REYLRXV� TXHVWLRQ��ZK\"�:KDW�ZDV�PRWLYDWLQJ� FRUSRUDWLRQV� WR� LVVXH� HQYLURQPHQWDO� LQIRUPDWLRQ� YROXQWDULO\�� SDUWLFXODUO\� LQ� WKH�IRUP�RI� VWDQG�DORQH��GHGLFDWHG�HQYLURQPHQW� UHSRUWV"�)URP�D�EXVLQHVV�SHUVSHFWLYH�� WKHUH�DUH�FOHDU�HFRQRPLF�EHQHILWV� WR�EH�JDLQHG�IURP�HQYLURQPHQWDO�GLVFORVXUH��.30*������������D���IRU� H[DPSOH�� KLJKOLJKWHG� D� QXPEHU� RI� GLUHFW� EXVLQHVV� EHQHILWV�� EDVHG� RQ� D� VXUYH\� RI� WKH�)LQDQFLDO� 7LPHV� 6WRFN� ([FKDQJH �)76(�� 7RS� ��� 8.� FRPSDQLHV�� IURP� UHSRUWLQJ� RQ�HQYLURQPHQWDO�SHUIRUPDQFH�LQ�DQQXDO�DQG�HQYLURQPHQW�UHSRUWV��LQFOXGLQJ�x LW�OHDGV�WR�D�VWURQJHU�LQWHUQDO�FRPPLWPHQW�WR�LPSURYHG�HQYLURQPHQWDO�SHUIRUPDQFH�x LW�SURYLGHV�DQ�RSSRUWXQLW\�WR�DGGUHVV�ILQDQFLDO�VWDNHKROGHUV¶��LQYHVWRUV�DQG�OHQGHUV�FRQFHUQV�DERXW�WKH�LPSDFW�RQ�WKH�EXVLQHVV�RI�HQYLURQPHQWDO�ULVNV�DQG�XQFHUWDLQWLHV�DQG�WR�GHPRQVWUDWH��JRRG��SURJUHVV�LQ�HQYLURQPHQWDO�PDQDJHPHQW�WR�VWDNHKROGHUV�x SUHSDULQJ� DQ� HQYLURQPHQW� UHSRUW� KHOSV� WR� LGHQWLI\� GHILFLHQFLHV� LQ� LQWHUQDO�HQYLURQPHQWDO� UHSRUWLQJ�� PDQDJHPHQW� DQG� DFFRXQWLQJ� V\VWHPV� ZKLFK�� LI� OHIW�XQFKHFNHG��FDQ�OHDG�WR�SRRU�PDQDJHPHQW�RI�ULVNV�
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x OLQNLQJ� HQYLURQPHQWDO� DQG� ILQDQFLDO� GDWD� DOORZV� TXDQWLILFDWLRQ� RI� HQYLURQPHQWDO�FRVWV��KLJKOLJKWLQJ�DUHDV�ZKHUH�FRVW�VDYLQJV�FDQ�EH�PDGH�x LW�FDQ�LPSURYH�SXEOLF�UHODWLRQV��DQGx LW� OHDGV� WR� LQFUHDVHG�HPSOR\HH�DZDUHQHVV�RI� WKH�FRPSDQ\¶V�HQYLURQPHQWDO�SROLFLHV�DQG�JRDOV�6LPLODUO\�WKHUH�DUH�HFRQRPLF EHQHILWV�WR�WKH�RUJDQL]DWLRQ�IURP�D�KLJKHU�OHYHO�RI�WUDQVSDUHQF\�ZKLFK�PD\� LQ� WKHPVHOYHV� EH� DQ� LPSRUWDQW�PRWLYDWLRQ�� LQFOXGLQJ� �$&&$�� ������� LQFUHDVHG�QXPEHUV�RI� FXVWRPHUV�ZKR� VKDUH� WKH� VDPH�YDOXHV�� DFFHVV� WR�SUHIHUUHG� VXSSOLHUV¶� OLVWLQJV�RI�EXVLQHVVHV� WKDW� WDNH� UHVSRQVLELOLW\� IRU� HQYLURQPHQWDO� LVVXHV� GRZQVWUHDP� WR� WKHLU� RZQ�RSHUDWLRQV�� VWUHQJWKHQLQJ� WKH� RUJDQL]DWLRQ¶V� UHODWLRQVKLS�ZLWK� LWV� VWDNHKROGHUV� E\� LQYROYLQJ�WKHP� LQ� WKH� UHSRUWLQJ� SURFHVV�� DQG� UHGXFHG� UHSXWDWLRQDO� ULVN� DV� D� UHVXOW� RI� JHQHUDO� SXEOLF�DSSURYDO�� 5HSXWDWLRQDO� ULVN� LV� VHHQ� DV� LQFUHDVLQJO\� LPSRUWDQW� WR� EXVLQHVV� RUJDQL]DWLRQV��%URZQH���������IRU�H[DPSOH��DUJXHV�WKDW�WKHUH�LV�D�JURZLQJ�EHOLHI�WKDW�µFRUSRUDWH�UHSXWDWLRQ¶�ZLOO� UHSODFH� SURGXFW� LQQRYDWLRQ� DQG� GHVLJQ�� TXDOLW\� DQG� VHUYLFH� DV� WKH� PRVW� LPSRUWDQW�FRPSHWLWLYH�GLIIHUHQWLDWRU� RYHU� WKH�QH[W����\HDUV��&RPSDQLHV� ORRNLQJ� WR� FUHDWH�� SURWHFW� DQG�HQKDQFH�VKDUHKROGHU�YDOXH�ZLOO��LW�LV�DUJXHG��KDYH�WR�EXLOG�VROLG�UHSXWDWLRQV�RI�UHDO�VXEVWDQFH�WKURXJK� µUHSXWDWLRQDO� PDQDJHPHQW¶�� WKH� VWUHQJWK� RI� ZKLFK� GHSHQGV� RQ� VXFK� WKLQJV� DV�FRUSRUDWH� OHJLWLPDF\�� VWDNHKROGHU� HQJDJHPHQW� DQG� FRUSRUDWH� FRPPXQLFDWLRQ� LQLWLDWLYHV��%URZQ�� ������� 6LPLODUO\�� .30*�:,00� ������� S����� UHIHU� WR� µHQKDQFHPHQW� DQG�PDLQWHQDQFH�RI�UHSXWDWLRQ¶�DQG�µULVN�UHGXFWLRQ¶�DV�WZR�RI�WKH�PDLQ�TXRWHG�EXVLQHVV�GULYHUV�IRU�FRPSDQLHV�WR�HQJDJH�LQ�µVXVWDLQDEOH¶��L�H��LQ�WKH�FRQWH[W�RI�7%/��SURJUDPPHV�DQG�UHSRUWLQJ��+RZHYHU�� WKH�HFRQRPLF EHQHILWV�RI� LPSURYHG�IRFXV�RQ�HQYLURQPHQWDO� LVVXHV� WHOO� OLWWOH�DERXW�WKH�VRFLR�SROLWLFDO�SUHVVXUHV�RQ�D�FRPSDQ\��,Q�WKH�8.��D�VHULHV�RI�URXQGWDEOH�GLVFXVVLRQV�ZLWK�VHQLRU� LQGXVWULDOLVWV�RUJDQLVHG�E\�.30*�LQ������ LGHQWLILHG�D�QXPEHU�RI�SUHVVXUHV� IDFHG�E\�LQGXVWU\� WR� UHSRUW� RQ� LWV� HQYLURQPHQWDO� SHUIRUPDQFH� �.30*���������7KHVH� µGULYLQJ� IRUFHV¶�LQFOXGHG��SUHVVXUHV�IURP�VWRFN�H[FKDQJHV��SDUWLFXODUO\�WKRVH�ZLWK�D�86�OLVWLQJ��SHHU�SUHVVXUH�WKURXJK�LQGXVWU\�DZDUGV�VXFK�DV�WKH�$&&$¶V�(5$6��FXVWRPHU�DQG�FRQVXPHU�SUHVVXUH�ZKLFK�OHDGV� WR� FRPSDQLHV� DVVHVVLQJ� WKH� HQYLURQPHQWDO� SHUIRUPDQFH� RI� WKHLU� VXSSOLHUV�� DQG� WKH�LQWURGXFWLRQ�RI�HQYLURQPHQWDO�PDQDJHPHQW� V\VWHPV��SDUWLFXODUO\� WKH�(8¶V�(FR�PDQDJHPHQW�DQG�DXGLW�VFKHPH��(0$6���&(&������D��2WKHU�IDFWRUV��VXFK�DV�SXEOLF�DZDUHQHVV�DQG�FRQFHUQ�IRU�HQYLURQPHQWDO�LVVXHV��SUHVVXUH�IURP�µILUVW�WLPHUV¶�� GHYHORSPHQWV� LQ�PDVV� FRPPXQLFDWLRQ�� WKH� QHHG� IRU� D� SUR�DFWLYH� DSSURDFK� WR�HQYLURQPHQWDO�ULVN�PDQDJHPHQW�DQG�GHYHORSPHQWV�LQ�PDQGDWRU\�UHSRUWLQJ�LQ�VRPH�FRXQWULHV�DUH� FUHDWLQJ� VRFLR�SROLWLFDO� SUHVVXUHV� RQ� FRPSDQLHV� WR� UHSRUW� RQ� HQYLURQPHQWDO� LVVXHV��.30*�:,00�� ������� +RZHYHU�� DQ� LPSRUWDQW� GLVWLQFWLRQ� QHHGV� WR� EH� GUDZQ� EHWZHHQ�µPRWLYHV¶�DQG�µLQIOXHQFHV¶��*UD\�DQG�%HEELQJWRQ���������µ0RWLYHV¶�LQ�WKLV�VHQVH UHIHUV�WR�WKH�UHDVRQ�V�� ZK\ WKH� H[HFXWLYH� PDQDJHPHQW� RI� DQ� RUJDQL]DWLRQ� FKRRVHV� WR� GLVFORVH�HQYLURQPHQWDO�RU�DQ\�RWKHU�LQIRUPDWLRQ�WR�WKH�SXEOLF���µ,QIOXHQFHV¶�RQ�WKH�RWKHU�KDQG��UHIHUV�WR� IDFWRUV� WKDW� PD\� �EXW� QRW� QHFHVVDULO\�� EULQJ� DERXW� D� FKDQJH� LQ� WKH EHKDYLRXU� RI� WKH�PDQDJHPHQW�RI�FRPSDQLHV�LQ�UHVSRQVH�WR�WKH�ODWWHU¶V�FKDQJHV�LQ�SHUFHSWLRQV�RU�EHOLHIV��7KXV��IRU�H[DPSOH��HQYLURQPHQWDO�FDPSDLJQV�E\�1*2V�UHSUHVHQW�D�SRWHQWLDO�VRXUFH�RI�LQIOXHQFH RQ�WKH� H[HFXWLYH� PDQDJHPHQW� RI� PXOWLQDWLRQDO� EXVLQHVV� RUJDQL]DWLRQV� DQG� PD\� �RU� PD\� QRW��UHVXOW� LQ� D� UHVSRQVH� IURP� WKRVH� RUJDQL]DWLRQV��+RZHYHU��PDQDJHPHQW�PD\� EH�PRWLYDWHG WR�GLVFORVH�FDUHIXOO\�VHOHFWHG�HQYLURQPHQWDO�LQIRUPDWLRQ�LQ�WKH�KRSH�RI�EHLQJ�DEOH�WR�DVVXDJH�RU�GHIOHFW�VXFK�SUHVVXUHV�LI��IRU�H[DPSOH��WKH\ IHHO�WKHLU�RUJDQL]DWLRQDO�OHJLWLPDF\�LV�XQGHU�WKUHDW�
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�'RZOLQJ�DQG�3IHIIHU���������0RWLYHV�PD\�H[LVW�IRU�ERWK�WKH�UHSRUWLQJ�DQG�WKH�QRQ�UHSRUWLQJ�RI�YROXQWDU\ LQIRUPDWLRQ� DQG� WKH�PRWLYHV�XQGHUO\LQJ� D�GHFLVLRQ�QRW WR�GLVFORVH�DUH�SHUKDSV�MXVW�DV�LPSRUWDQW�DV�WKH�PRWLYHV�IRU�GLVFORVLQJ��7DEOH�����EHORZ�VXPPDULVHV�VRPH�RI�WKH�PDLQ�RQHV�WR�EH�IRXQG�LQ�WKH�OLWHUDWXUH�LQ�UHODWLRQ�WR�&('��DOWKRXJK�PDQ\�DOVR�DSSO\�LQ�WKH�FDVH�RI�&65�JHQHUDOO\��
7DEOH����3RVVLEOH�µPRWLYHV¶�IRU�YROXQWDU\�HQYLURQPHQWDO�GLVFORVXUH�DQG QRQ�GLVFORVXUH'LVFORVXUH 1RQ�GLVFORVXUHy &RPSOLDQFH��H�J��ZLWK�(3$�DQG�(8�JXLGHOLQHV�y 3RVLWLYH�LPSDFW�RQ�VKDUH�SULFHy %UDQG�PDQDJHPHQWy )LQDQFLDO��OHJDO��DQG�UHSXWDWLRQDO�ULVN�PDQDJHPHQWy 6DWLVI\�µJUHHQ¶�DQG�HWKLFDO�LQYHVWRUVy (WKLFV��RI�WKH�ILUP�RU�LWV�WRS�PDQDJHPHQW�y ,QGLYLGXDO�FRPPLWPHQW��H�J��WRS�PDQDJHPHQW�y $FFRXQWDELOLW\�WR�VWDNHKROGHUVy %XLOG�XS�H[SHUWLVH�LQ�DGYDQFH�RI�UHJXODWLRQy ,I�QRW�GRQH�YROXQWDULO\�ZLOO�EHFRPH�PDQGDWRU\y /HJLWLPLVH�DFWLYLWLHV��LQIOXHQFH�SHUFHSWLRQV��IRUHVWDOO�UHJXODWLRQ�DQG�RU�OHJLVODWLRQy 6WLPXODWH�LQWHUQDO�GHYHORSPHQWVy 0DLQWDLQ�SRVLWLRQ�RI�SRZHU�VWD\�DKHDG�RI�FRPSHWLWRUVy ([SHULPHQWDWLRQy )RUHVWDOO�GLVFORVXUH�E\�RWKHU�SDUWLHV

y 1R�QHHG�PRWLYDWLRQ�WR�GR�VRy :DLW�DQG�VHHy &RVWy 'DWD�DYDLODELOLW\�y 6HFUHF\y �3HUFHLYHG��DEVHQFH�RI�GHPDQGy 1R�OHJDO�UHTXLUHPHQW�WR�GR�VRy 1RW�SUHYLRXVO\�FRQVLGHUHGy 3ULRULW\�JLYHQ�WR�RWKHU�DUHDV�RI�GLVFORVXUH

$GDSWHG�IURP�*UD\�HW�DO����������*UD\�DQG�%HEELQJWRQ��������DQG�2¶'Z\HU������D�7KH�OLVW�RI�PRWLYHV�LQ�7DEOH ����LV�QRW�LQWHQGHG�WR�EH�H[KDXVWLYH�EXW�UDWKHU�WR�LQGLFDWH�WKH�YHU\�GLYHUVH� UDQJH�RI�SRWHQWLDO�PRWLYHV�GULYLQJ�EXVLQHVV�RUJDQL]DWLRQV� WR�GLVFORVH�HQYLURQPHQWDO�LQIRUPDWLRQ�� 7KH� RQH� PRWLYDWLRQ� QRW� LQFOXGHG� LQ� WKLV� WDEOH� LV� RI� FRXUVH� WKH� PRWLYDWLRQ� WR�FRPSO\� ZLWK� WKH� ODZ� DQG� UHJXODWLRQV�� WKLV� EHLQJ� DVVRFLDWHG� ZLWK� LQIRUPDWLRQ� WKDW�PXVW EH�UHSRUWHG�� IRU� H[DPSOH�� LQ� FRPSOLDQFH� ZLWK� ILQDQFLDO� UHSRUWLQJ� UHTXLUHPHQWV�� UDWKHU� WKDQ�YROXQWDU\�UHSRUWLQJ��$OWKRXJK�WKHUH�DUH�D�FRPSOH[�DUUD\�RI�SRWHQWLDO�VRFLR�SROLWLFDO�LQIOXHQFHV�RQ� DQ� RUJDQL]DWLRQ¶V� GHFLVLRQ� WR� GLVFORVH� �RU� QRW� WR� GLVFORVH�� VRFLDO� DQG� HQYLURQPHQWDO�LQIRUPDWLRQ� WR� WKH� JHQHUDO� SXEOLF�� LW� LV� SRVVLEOH� WR� FDWHJRULVH� WKHP� LQWR� IRXU� SULPDU\� DUHDV��*UD\� DQG� %HEELQJWRQ�� ������� �L�� LQGXVWU\� DQG� YROXQWDU\� LQLWLDWLYHV� �VHH� 6HFWLRQ� ���� RI�&KDSWHU����� �LL��PDUNHW�SUHVVXUHV�� IURP��H�J���FXVWRPHUV��FRQVXPHUV��FRPSHWLWRUV��HPSOR\HH�FRQFHUQV�� SXEOLF� UHODWLRQV�� �LLL�� OHJLVODWLRQ� DQG� UHJXODWRU\� SUHVVXUHV� ± H�J�� OHJLVODWLRQ� LQ�UHODWLRQ�WR�WKH�µIUHHGRP�RI�DFFHVV�WR�LQIRUPDWLRQ¶��WKH�µSROOXWHU�SD\V¶�SULQFLSOH��HQYLURQPHQWDO�LPSDFW� DVVHVVPHQWV�� HQYLURQPHQWDO� SURWHFWLRQ� �WKURXJK� HQYLURQPHQWDO� SURWHFWLRQ� DJHQFLHV���DQG� VSHFLILF� OHJLVODWLRQ� LQ� UHODWLRQ� WR� WKH� GLVFORVXUH� RI� HQYLURQPHQWDO� LQIRUPDWLRQ�� DQG� �LY��VRFLDO�SUHVVXUHV�� IURP��H�J��� VWDNHKROGHUV� VXFK�DV�QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQV� �1*2V���SUHVVXUH�JURXSV��WKH�PHGLD��SHUVRQDO�DQG�IDPLO\�EHOLHIV��HWF��,Q�DGGLWLRQ��&65�UHVHDUFKHUV��LQ�
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VHHNLQJ� WR� H[SODLQ�� SUHGLFW� DQG� H[SORUH� WKH� QDWXUH� DQG� FDXVHV� RI� &65�� KDYH� IRFXVHG� RQ� D�QXPEHU�RI�µILUP�FKDUDFWHULVWLFV¶�VXFK�DV�VL]H��SURILWDELOLW\��LQGXVWU\�VHFWRU�DQG�WKH�FRXQWU\�RI�XOWLPDWH�RZQHUVKLS�RI�WKH�UHSRUWLQJ�HQWLW\��DOO�ZKLFK�DUH�SHUFHLYHG��EDVHG�RQ�FHUWDLQ�SXWDWLYH�DVVRFLDWLRQV� GUDZQ� IURP� D� QXPEHU� RI� GLIIHUHQW� WKHRUHWLFDO� PRGHOV�� WR� EH� FRUUHODWHG� ZLWK�YDULDWLRQV�LQ�ERWK�WKH�SRSXODULW\�DQG�YROXPH�RI�&65�DFURVV�FRPSDQLHV�DQG�RYHU�WLPH��WKHVH�DUH� GLVFXVVHG� LQ� PRUH� GHWDLO� EHORZ��� +RZHYHU�� ZKLOVW� LW� PD\� EH� WHPSWLQJ� WR� VXJJHVW� WKDW�FHUWDLQ� ILUP�FKDUDFWHULVWLFV�� LQIOXHQFHV�RQ�DQG�PRWLYHV�IRU� WKH� UHSRUWLQJ��DQG�QRQ�UHSRUWLQJ��RI�LQIRUPDWLRQ�KDYH�JHQHUDO�DSSOLFDELOLW\��WKH�RYHUDOO�SLFWXUH�LV�D�FRPSOH[�RQH�ZKHQ�VHHQ�LQ�WKH�FRQWH[W�RI�DQ�RUJDQL]DWLRQ�VRFLHW\�UHODWLRQVKLS�WKDW�LV�FRQWLQXDOO\�LQ�D�VWDWH�RI�IOX[�DV�WKH�YDULRXV� SDUWLHV� FRQVWDQWO\� QHJRWLDWH� DQG� UH�QHJRWLDWH� WKHLU� UHVSHFWLYH� DJHQGDV�� JRDOV� DQG�SRVLWLRQV�� +HQFH�� DQ\� DWWHPSW� WR� SURYLGH� D� IRUPDO�� ULJLG�� UHSUHVHQWDWLRQDO� VWUXFWXUH� RI� WKH�YDULRXV� LQIOXHQFHV� RQ� &65�&('� LV� SUREOHPDWLF� EHFDXVH� WKLV� ZLOO� XQDYRLGDEO\� LQYROYH� D�GHJUHH�RI� UHGXFWLRQLVP��DEVWUDFWLRQ�DQG�RYHUVLPSOLILFDWLRQ�FRPSDUHG� WR�ZKDW� WDNHV�SODFH� LQ�WKH� µUHDO¶� ZRUOG�� 1HYHUWKHOHVV�� LQ� RUGHU� WR� LQYHVWLJDWH� WKHVH� LQIOXHQFHV� VFLHQWLILFDOO\� LW� LV�QHFHVVDU\�WR�LQWURGXFH�VRPH�IRUP�RI�ZRUNDEOH�IUDPHZRUN�RU�PRGHO�WR�JXLGH�WKH�UHVHDUFK��$�VXJJHVWHG�VFKHPD�WR�DVVLVW�LQ�QDYLJDWLQJ�WKH�&65�&('�ODQGVFDSH�LQ�WKLV�FRQWH[W�LV�VHW�RXW�LQ�)LJXUH�����EHORZ��)LJXUH����'LDJUDPPDWLFDO�UHSUHVHQWDWLRQ�RI�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�ILUP�DQG�&65�&('

1RWH��$UURZV�LQGLFDWH�DVVXPHG�GLUHFWLRQ�RI�LQIOXHQFH$�EDVLF�SUHPLVH�XQGHUO\LQJ�WKLV�VFKHPD�LV�WKDW�&65�&('�LV�WHOHRORJLFDO��L�H��WKDW�LW�RFFXUV�QRW�E\�DFFLGHQW�EXW�GXH� WR� WKH�XQGHUO\LQJ�SXUSRVH�RU�GHVLJQ� WKDW� LV�VHUYHG�E\� LW��VHH�&KDSWHU����6HFWLRQ�������&65�&('�EHLQJ�VHHQ�DV�WKH�HQG�SURGXFW�RI�D�FRPSOLFDWHG��FRPSOH[�DQG�PXOWL�IDFHWHG�LQWHUSOD\�RI�HFRQRPLF��VRFLDO�DQG�SROLWLFDO�UHODWLRQVKLSV��)RU�WKH�SXUSRVHV�RI�DQDO\VLV��WKH�YDULRXV�IDFWRUV�LQIOXHQFLQJ�&65�&('�KDYH�EHHQ�FODVVLILHG�LQWR�WKUHH�FDWHJRULHV���L��ILUP�FKDUDFWHULVWLFV�� �LL�� WKH� LQWHUQDO� HQYLURQPHQW�� DQG� �LLL�� H[WHUQDO� �VRFLR�HFRQRPLF� DQG� VRFLR�SROLWLFDO�� LQIOXHQFHV�� )LUP� FKDUDFWHULVWLFV� LQ� WKLV� FRQWH[W� UHIHU� WR� DVSHFWV� RU� IHDWXUHV� RI� DQ�

6RFLR�HFRQRPLF�VRFLR�SROLWLFDO�GRPDLQ

7KH�)LUP

([WHUQDO�LQIOXHQFHV
,QWHUQDO�HQYLURQPHQW

)LUP�FKDUDFWHULVWLFV
&65�&('
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RUJDQL]DWLRQ� WKDW� FDQ� EH� LGHQWLILHG��PHDVXUHG� DQG� UHODWHG� WR� WKDW� RUJDQL]DWLRQ� VXFK� DV� VL]H��SURILWDELOLW\�� LQGXVWU\� DIILOLDWLRQ�� FDSLWDO� VWUXFWXUH�� FRVW� RI� FDSLWDO�� PDQDJHPHQW� VW\OH� DQG�GHFLVLRQ�KRUL]RQ��7KH� LQWHUQDO�HQYLURQPHQW� UHIHUV� WR� WKH� LQWHUQDO�PLOLHX ZLWKLQ� WKH� ILUP�DQG�LQFOXGHV� SULPDULO\� VRFLDO�� SROLWLFDO� DQG� LGHRORJLFDO� IDFWRUV� VXFK� DV� WKH� YDOXHV�� DWWLWXGHV� DQG�EHOLHIV�RI� LWV� VHQLRU�PDQDJHPHQW�� WKH� ILUP¶V� UHSRUWLQJ� VWUDWHJ\�� LQWHUQDO�FXOWXUH� �H�J��YDOXHV��SULQFLSOHV� DQG� HWKLFV��� SHUFHSWLRQV� RI� DQG� DWWLWXGHV� WRZDUGV� VWDNHKROGHUV�� DQG� WKH� ILUP¶V�FRUSRUDWH� UHSRUWLQJ� VWUDWHJ\�� ([WHUQDO� LQIOXHQFHV� UHIHU� WR� WKH� JHQHUDO� HFRQRPLF�� VRFLDO� DQG�SROLWLFDO�PLOLHX LQ�ZKLFK�WKH�ILUP�RSHUDWHV�DQG�LQFOXGHV�IDFWRUV�VXFK�DV�WKH�DFWLYLWLHV�RI�1*2V�DQG� RWKHU� SUHVVXUH� JURXSV�� PHGLD� LQWHUHVW�� FXVWRPHU� DWWLWXGHV� DQG� SUHVVXUHV�� UHSRUWLQJ�SUDFWLFHV� RI� FRPSHWLWRUV�� LQGXVWU\� EHVW� SUDFWLFH�� VKDUHKROGHU� DFWLYLVP�� DWWLWXGHV�� YDOXHV� DQG�EHOLHIV�RI�WKH�JHQHUDO�SXEOLF�DQG�JHR�SROLWLFDO�GHYHORSPHQWV�VXFK�DV�LQGXVWULDO�µJOREDOLVDWLRQ¶��)RU� SUDFWLFDO� UHDVRQV�� WKH� SUHVHQW� VWXG\� LV� UHVWULFWHG� WR� DQ� LQYHVWLJDWLRQ� RI� WKH� DVVRFLDWLRQ�EHWZHHQ�&('�DQG�D�OLPLWHG�QXPEHU�RI�WKHVH�YDULRXV�HFRQRPLF��VRFLDO�DQG�SROLWLFDO�LQIOXHQFHV�ZKLFK� WKH� WKUHH� WKHRUHWLFDO� IUDPHZRUNV� �L�H�� ($7�� 067� DQG� 2/7�� VXJJHVW� DV� KDYLQJ�H[SODQDWRU\�SRZHU�LQ�WKLV�FRQWH[W���7KHVH�LQIOXHQFHV�DUH�GHVFULEHG�LQ�PRUH�GHWDLO�LQ�WKLV�DQG�VXEVHTXHQW�FKDSWHUV�7KH�UHPDLQLQJ�VHFWLRQV�DUH�VWUXFWXUHG�DV�IROORZV��6HFWLRQ�����SURYLGHV�D�JHQHUDO�RYHUYLHZ�RI�SULRU�&65�UHVHDUFK��WKH�DLP�RI�ZKLFK�LV�WR�ORFDWH�WKH�SDUWLFXODU�DUHD�RI�&65�UHVHDUFK�WKDW�LV�RI�UHOHYDQFH� WR� WKH� SUHVHQW� VWXG\�� 6HFWLRQ� ���� SURYLGHV� DQ� LQWURGXFWLRQ� WR� WKH� PDLQ� DUHDV� RI�HPSLULFDO�&65�UHVHDUFK��6HFWLRQ�����SURYLGHV�WKH�PDLQ�IRFXV�RI�WKH�FKDSWHU�LQ�UHYLHZLQJ�WKH�ILQGLQJV� RI� SULRU� HPSLULFDO� &65� UHVHDUFK� ZKLFK� KDYH� DWWHPSWHG� WR� DVVHVV� WKH� DVVRFLDWLRQ�EHWZHHQ� FRUSRUDWH� VRFLDO� DQG� HQYLURQPHQWDO� GLVFORVXUHV� DQG� ILUP� FKDUDFWHULVWLFV� DQG� VRFLR�SROLWLFDO�LQIOXHQFHV��6HFWLRQ�����SURYLGHV�D�VXPPDU\�DQG�FRQFOXVLRQV�
��� $�JHQHUDO�RYHUYLHZ�RI�SULRU�&65�UHVHDUFK,Q�FRQWUDVW� WR� WKH� ORQJ�KLVWRU\�RI� WKH�SUDFWLFH RI�&65��VHH�&KDSWHU����� DFDGHPLF� LQWHUHVW� LQ�VRFLDO� UHVSRQVLELOLW\� UHVHDUFK�KDV�D�PRUH� UHFHQW�SDVW� �IRU�D�FRPSOHWH� UHYLHZ�RI� VRPH�RI� WKH�HDUO\� VRFLDO� DFFRXQWLQJ� OLWHUDWXUH�� VHH�� IRU� H[DPSOH�� -HQVHQ�� ������0DWKHZV�� ������ IRU� DQ�RYHUYLHZ�RI�GHYHORSPHQWV�LQ�(XURSH�VLQFH�WKH�HDUO\�����V��VHH��IRU�H[DPSOH��2ZHQ����������6LQFH�WKH�PLG�����V��KRZHYHU��&65�KDV�EHHQ�WKH�IRFXV�RI�PXFK�UHVHDUFK�DWWHQWLRQ��VXFK�WKDW�WRGD\� WKHUH�H[LVWV�D� ODUJH�DQG�EXUJHRQLQJ�ERG\�RI� UHVHDUFK� LQ�&65�LQ�PDQ\�GHYHORSHG��L�H��LQGXVWULDOL]HG�� DQG� GHYHORSLQJ� FRXQWULHV� �VHH�� IRU� H[DPSOH�� &DUUDVFR� DQG� /DUULQDJD�� ������&KRL��������'H�9LOOLHUV�DQG�%DUQDUG��������*LEVRQ�DQG�2¶'RQRYDQ��������*UD\��������*UD\�HW� DO��� ������*UD\� DQG�%HEELQJWRQ�� ������ -XSH�� ������.RNXEX�HW� DO��� ������1LVNDOD�� ������2¶'Z\HU� DQG�*UD\�� ������5DKDPDQ�� ������ 6DYDJH�� ������9DQ�1XIIHO�HW� DO��� ������ �������7KLV� ERG\� RI� UHVHDUFK� LV� IDU� IURP� KRPRJHQHRXV� DQG� DQ\� FODVVLILFDWLRQ� RI� WKH� OLWHUDWXUH� LV�QHFHVVDULO\�DQ�DUELWUDU\�DIIDLU��3DUW�RI�WKH�UHDVRQ�IRU�WKLV�OLHV�LQ�WKH�IDFW�WKDW��GHVSLWH�QXPHURXV�VWXGLHV�LQWR�&65�SUDFWLFHV�LQ�WKH�����V�DQG�HDUO\�����V��RQO\�D�IHZ�UHVHDUFKHUV�DWWHPSWHG�WR�H[SODLQ WKH� SKHQRPHQRQ� �3DWWHQ�� ������� *UD\� HW� DO�� �����E�� DOVR� KLJKOLJKW� D� QXPEHU� RI�IDFWRUV�ZKLFK�KDYH�FRQWULEXWHG�WR�WKLV�VWDWH�RI�DIIDLUV�x WKH�OLWHUDWXUH�ODFNV�DQ�RYHUDOO�FRKHUHQFH �VHH��IRU�H[DPSOH��8OOPDQQ��������x WKHUH� KDV� EHHQ� D� ODFN� RI� DQ\� DJUHHG� WKHRUHWLFDO� SHUVSHFWLYH� WR� GULYH� V\VWHPDWLF�UHVHDUFK��VHH��IRU�H[DPSOH��3UHVWRQ��������
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x &65� FRQWLQXHV� WR� IDFH� RSSRVLWLRQ� LQ� WHUPV� RI� LWV� OHJLWLPDF\� DV� D� YDOLG� DUHD� RI�DFFRXQWLQJ�UHVHDUFK�HQTXLU\��VHH��IRU�H[DPSOH��3DUNHU���������������DQG�x WKH� FRQWHVWHG� DQG� FRQWHVWDEOH� QDWXUH� RI� &65�� WRJHWKHU� ZLWK� WKH� EUHDGWK� RI�SRVVLELOLWLHV� ZKLFK�PD\� FRQVWLWXWH� &65�� KDYH� JLYHQ� WKH� VXEMHFW� D�PRUH� H[SOLFLWO\�SROLWLFDO� HGJH� WKDQ� HLWKHU� LV� FXVWRPDULO\� WKH FDVH� RU�ZKLFK� DFFRXQWLQJ� UHVHDUFKHUV�DUH�VXIILFLHQWO\�HTXLSSHG�WR�SHUIRUP��VHH��IRU�H[DPSOH��3X[W\��������������7LQNHU�HW�DO���������:KLOVW�QRW�ZLVKLQJ�WR�RYHU�VLPSOLI\�ZKDW� LV�D�EURDG��GLYHUVH�DQG�FRPSOH[�UHVHDUFK�GRPDLQ��DFDGHPLF�LQWHUHVW�LQ�&65HVS�DQG &65�PD\�EH�VDLG�WR�FRPSULVH�VHYHQ�EURDG�VWUHDPV��*XWKULH�DQG�0DWKHZV�������DQG�0DWKHZV��������DV�VKRZQ�LQ�7DEOH�����
7DEOH����%URDG�VWUHDPV�RI�&65HVS�DQG�&65�UHVHDUFK6WUHDP ([DPSOHV
1RUPDWLYH�SKLORVRSKLFDO $FNHUPDQ�� ������ $FKHUPDQ� DQG� %DXHU�� ������ %HQVWRQ�� ������'DYLV�� ������ ������ (OLDV� DQG� (SVWHLQ�� ������ (VWHV�� ������ ������(YDQV�� ������ )LHGOHU� 	� /HKPDQ�� ������ )UHGHULFN�� ������ ������*DPEOLQJ�� ������*HQR��������*UD\�DQG�/DXJKOLQ�� ������*UD\�� HW�DO���������������������/LQRZHV������D��E��/RJVGRQ��������0REOH\�������� 3HUNV�� ������ 5DPDQDWKDQ�� ������ 5RQHQ�� ������ 6ZDQVRQ��������7LQNHU������D��7LQNHU�DQG�/RZH��������:LOGDYVN\�������'HVFULSWLYH�QRQ�HPSLULFDO��H�J��RI�&65�SUDFWLFH� %URFNKRII��������������*UD\��������������0RVW��������5H\��������6FKUHXGHU��������9DQ�GHQ�%HUJK��������$WWLWXGHV��H�J��RI�PDQDJHPHQW��DFFRXQWDQWV��HWF��

$QGHUVRQ��������%HEELQJWRQ�HW�DO���������%L(��������'HHJDQ�HW�DO���������)LOLRV�������
5HJXODWRU\ $$5)�� ������ $66&�� ������ $$$�� ������ ������ $,&3$�� ������������8(&�������&ODVVLILFDWRU\ *XWKULH� DQG�0DWKHZV��������0DWKHZV������������D��������������8OOPDQQ�������(PSLULFDO $GDPV�HW�DO�������E��%HONDRXL�	�.DUSLN��������'HHJDQ�	�*RUGRQ�������� 'LOOH\� DQG� :H\JDQGW�� ������ (UQVW� 	� (UQVW�� ���� �������*UD\�� ����G�� ����D��*UD\� HW� DO��� ����E��+DUWH� DQG�2ZHQ�� ������.LUNPDQ�	�+RSH��������1HVV�DQG�0LU]D��������1HX� HW�DO���������1J�� ������ 2¶'Z\HU� 	� *UD\�� ������ 3DWWHQ�� ������ ������ ������5REHUWV��&��� ������5REHUWV��5��� ������7LOW�� ������7URWPDQ�� ������7URWPDQ� DQG� %UDGOH\�� ������ 8OOPDQQ�� ������ 8QHUPDQ�� �� ����=pJKDO��DQG�$KPHG�������&ULWLFDO�UDGLFDO &RRSHU� DQG� 6KHUHU�� ������ +LQHV�� 5��� ����D�� ������ /HKPDQ�� &���������������/HKPDQ��*���������������0DXQGHUV�DQG�%XUULWW��������3X[W\�� ������ ������ 7LQNHU�� ����E�� ������ 7LQNHU� DQG� 1HLPDUN��������7LQNHU�HW�DO���������������:LOOPRWW�������6RXUFH��%DVHG�RQ�*XWKULH�DQG�0DWKHZV��������DQG�0DWKHZV�������7KH� FODVVLILFDWLRQ� SURYLGHG� LQ� 7DEOH� ���� LV� LQWHQGHG� WR� VHUYH� DV� DQ� DLG� LQ� VWUXFWXULQJ� SULRU�UHVHDUFK�LQ�WKH�ILHOG�RI�VRFLDO�UHVSRQVLELOLW\�UHVHDUFK�DQG�DV�VXFK�VKRXOG QRW�EH�VHHQ�DV�D�ULJLG�
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FODVVLILFDWLRQ� V\VWHP�� ,Q� SUDFWLFH�� PDQ\� LWHPV� RI� SXEOLVKHG� UHVHDUFK� FRXOG� EH� DOORFDWHG� WR�PRUH� WKDQ� RQH� RI� WKH� VHYHQ� FDWHJRULHV� VKRZQ�� 1HYHUWKHOHVV�� DOWKRXJK� VLPSOLVWLF� LQ� LWV�UHSUHVHQWDWLRQ��7DEOH�����V\PEROLVHV�WKRVH�DUHDV�ZKHUH�PRVW�RI�WKH�DFDGHPLF�LQWHUHVW�LQ�&65�KDV�IRFXVHG�RYHU�WKH�ODVW����\HDUV�RU�VR��,Q�SDUWLFXODU��LW�LV�HYLGHQW�IURP�D�UHYLHZ�RI�SXEOLVKHG�&65� UHVHDUFK� GXULQJ� WKH� SHULRG� IURP� WKH� HDUO\� ����V� WR� WKH� PLG�����V� WKDW� PXFK� RI� WKH�UHVHDUFK� LQWHUHVW� LQ� WKH� HDUO\� \HDUV� ZDV� GLUHFWHG� WRZDUGV� SKLORVRSKLFDO� DQG� QRUPDWLYH�GLVFXVVLRQV��ZKHUHDV�VLQFH�WKH�ODWH�����V��WKH�IRFXV�KDV�EHHQ�RQ�HPSLULFDO�VWXGLHV��0DWKHZV���������7KH�����V�ZDV�D�SHULRG�GXULQJ�ZKLFK�UHVHDUFKHUV�H[SORUHG�WKH�µKRZ¶�DVSHFW�RI�&65HVS�DQG�&65��IRFXVLQJ�RQ WKH�GHYHORSPHQW�RI�QRUPDWLYH�PRGHOV��+RZHYHU��GHVSLWH�WKH�IDFW�WKDW�WKHUH�KDYH�EHHQ�TXLWH�D�QXPEHU�RI�VWXGLHV�ZKLFK�PD\�EH�FODVVHG�DV�SKLORVRSKLFDO�DQG�RU�QRUPDWLYH�LQ� QDWXUH�� WKHUH� DUH� LQ� IDFW� RQO\� D� IHZ�ZKLFK� DGGUHVVHG� FRQFHSWXDO� RSHUDWLRQDO� IUDPHZRUNV�WKDW� FRXOG� EH� XVHG� WR� JXLGH� DQG� HYDOXDWH� &65�� 6RPH� HDUO\�� VHPLQDO� ZRUN� XQGHUWDNHQ� E\�DFFRXQWLQJ� UHVHDUFKHUV� LQ� WKH� ����V� LQFOXGHG� WKDW� RI� 'LHUNHV� DQG� 3UHVWRQ� �������� (VWHV���������0HGDZDU� ��������0REOH\� ��������5DPDQDWKDQ� ��������5RQHQ� ������� DQG�8OOPDQQ���������+RZHYHU��WKHVH�LGHDV�ZHUH�QRW�WDNHQ�XS�E\�EXVLQHVV��ZKLFK�FRQWLQXHG�XS�WR�WKH�HDUO\�����V�WR�IRFXV�RQ�VSHFLILF�LVVXHV��SDUWLFXODUO\�RQ�OHYHOV�RI�SROOXWLRQ��*UD\�HW�DO�����������,Q�D�ODWHU� GHYHORSPHQW�� 5DPDQDWKDQ� DQG� 6FKUHXGHU� ������� SURSRVHG� D� QRUPDWLYH� DSSURDFK� WR�VRFLDO�DFFRXQWLQJ�XVLQJ�D�V\VWHP�RI�OLQNHG�PDFUR�DQG�PLFUR�LQGLFDWRUV�XQGHU�ZKLFK�WKH�FRVWV�WR�VRFLHW\�RI�QHXWUDOLVLQJ�WKH�µKLGGHQ¶�FRVWV�RI�FRUSRUDWH�DFWLYLWLHV��ZKDW�ZH�QRZ�UHIHU�WR�DV�µH[WHUQDOLWLHV¶�RU�SXEOLF�FRVWV��FRXOG�EH�ORFDWHG�EDFN�WR�WKH�ILUPV�UHVSRQVLEOH�IRU�VXFK�FRVWV��5DPDQDWKDQ� DQG� 6FKUHXGHU¶V� ������� EDVLF� SUHPLVH� ZDV� WKDW� WKHVH� H[WHUQDOLWLHV� VKRXOG� EH�LQFRUSRUDWHG� LQWR�SULYDWH� VHFWRU� FRVWV� UDWKHU� WKDQ�EHLQJ�ERUQH�E\� VRFLHWLHV�� D�SURFHVV�ZKLFK�WKH\� FRQWHQGHG� ZRXOG� QRW� ZHDNHQ� WKH�PDUNHW� V\VWHP� EXW�PDNH� LW� VWURQJHU� E\� EHLQJ�PRUH�LQFOXVLYH��0XFK�HDUOLHU��&RODQWRQL���������IRU�H[DPSOH��KDG�DUJXHG�WKDW�VRFLDO�DFFRXQWLQJ�DQG�VRFLDO� UHSRUWLQJ� VKRXOG� EH� UHJDUGHG� DV� EHLQJ� FRQFHUQHG� ZLWK� SKHQRPHQD� WKDW� DUH� QRW�DGHTXDWHO\� UHIOHFWHG� LQ�PDUNHW�SULFHV�DQG�EH�GLUHFWHG�DW�DXGLHQFHV�WKDW�H[WHQG�EH\RQG�WKRVH�FXVWRPDULO\�FRQFHUQHG�ZLWK�FRPSDQ\�UHSRUWV��9LHZHG�IURP�WKLV�SHUVSHFWLYH��&65�WDNHV�RQ�D�VRFLDO� GLPHQVLRQ� LQ� H[WHQGLQJ� WKH� VFRSH� RI� FRUSRUDWH� UHSRUWLQJ� LQWR� DUHDV� RXWVLGH� LWV�WUDGLWLRQDO� VSKHUH� LQ� DQ� DWWHPSW� WR� VHUYH� VHFWLRQV�RI� VRFLHW\�RWKHU� WKDQ� WKRVH�XVHUV�ZKR�DUH�WUDGLWLRQDOO\� VHUYHG� E\� DQQXDO� UHSRUWV�� %HQVWRQ� �������� KRZHYHU�� WRRN� D� TXLWH� GLIIHUHQW�SKLORVRSKLFDO� SRVLWLRQ� RQ� VRFLDO� DFFRXQWLQJ� DQG� VRFLDO� UHVSRQVLELOLW\�� DUJXLQJ� WKDW�PDQDJHPHQW¶V�RQO\� UHVSRQVLELOLW\� LV� WR� WKH� VKDUHKROGHUV� DV� WKH�RZQHUV�RI� WKH�EXVLQHVV��7KH�PDUNHW�V\VWHP��LQ�%HQVWRQ¶V�YLHZ��DFWV�DV�DQ�HIIHFWLYH�UHJXODWRU\�PHFKDQLVP�IRU�PDLQWDLQLQJ�SUHVVXUH� RQ�� DQG� HQVXUHV� WKDW� WKHUH� LV� QR� PLVXVH� RI� FRUSRUDWH� UHVRXUFHV� E\�� PDQDJHPHQW��%HQVWRQ¶V�FODVVLFDO�IUHH�PDUNHW�VWDQFH�LV�LQ�WKH�VDPH�YHLQ�DV�)ULHGPDQ¶V��������������IDPRXV�GLFWXP�WKDW�WKH�RQO\�VRFLDO�UHVSRQVLELOLW\�RI�EXVLQHVV�LV�WR�PDNH�SURILWV�IRU�LWV�VKDUHKROGHUV�)HZ� WUHQGV� FRXOG� VR� WKRURXJKO\� XQGHUPLQH� WKH� YHU\� IRXQGDWLRQV� RI� RXU� IUHH�VRFLHW\�DV�WKH�DFFHSWDQFH�E\�FRUSRUDWH�RIILFLDOV�RI�D�VRFLDO�UHVSRQVLELOLW\�RWKHU�WKDQ� WR� PDNH� DV� PXFK� PRQH\� IRU� WKHLU� VWRFNKROGHUV� DV� SRVVLEOH�� 7KLV� LV� D�IXQGDPHQWDOO\�VXEYHUVLYH�GRFWULQH �)ULHGPDQ��������S�������,Q� HVVHQFH�� )ULHGPDQ¶V� YLHZ� �VHH�� DOVR�� +D\HN�� ������ ZDV� WKDW� PDQDJHUV� RI� EXVLQHVV�HQWHUSULVHV�VKRXOG�QRW�EH�FRQFHUQHG�ZLWK� WKH�VRFLDO�FRVWV�DQG�EHQHILWV�RI� WKHLU�DFWLYLWLHV�EXW�ZLWK�PD[LPLVLQJ�SURILWDELOLW\��SURYLGHG�WKDW�WKH\�VWD\�ZLWKLQ�WKH�ODZ��WKH�DVVHUWLRQ�EHLQJ�WKDW�
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E\�VR�GRLQJ�PDQDJHUV�ZLOO�EH�DFWLQJ�LQ�D�VRFLDOO\�UHVSRQVLEOH�PDQQHU�E\�FUHDWLQJ�ZHDOWK�IRU�WKHLU�VKDUHKROGHUV��HPSOR\PHQW�IRU�WKHLU�HPSOR\HHV�DQG�SD\LQJ�WD[HV�WR�JRYHUQPHQWV�WR�IXQG�VRFLDO�ZHOIDUH�SURJUDPPHV��'XULQJ� WKH� ����V�� VRFLDO� GLVFORVXUH� VWXGLHV� SDLG� PRUH� DWWHQWLRQ� WR� PHWKRGRORJLFDO� LVVXHV��UHGXFLQJ�VXEMHFWLYLW\�DQG�LQFUHDVLQJ�WKH�UHSOLFDELOLW\�RI�FRQWHQW�DQDO\VLV��0DWKHZV����������,Q�SDUWLFXODU�� VRFLDO� GLVFORVXUH� VWXGLHV� DWWHPSWHG� WR� H[SODLQ� WKH� VRXUFH�� GLUHFWLRQ� DQG� W\SH� RI�GLVFORVXUHV� �VHH�� IRU� H[DPSOH�� %HONDRXL� DQG� .DUSLN�� ������ %UDGOH\�� ������ )UHHGPDQ� DQG�-DJJL�� ����D�� ������ 5RFNQHVV�� ������ 7URWPDQ� DQG� %UDGOH\�� ������ DQG� 8OOPDQQ�� �������$WWHPSWV� WR�RIIHU� UHDVRQV�PRWLYDWLQJ� WKH�GLVFORVXUH�RI� VRFLDO� LQIRUPDWLRQ��KRZHYHU��GLG�QRW�DGYDQFH�YHU\�IDU��6WXGLHV� LQ� WKLV�SHULRG�ZHUH��E\�DQG�ODUJH�� ORRNLQJ�DW�DVVRFLDWLRQV�EHWZHHQ�ILUP�FKDUDFWHULVWLFV�DQG�&65��ZLWKRXW�H[SOLFLWO\� WKHRULVLQJ� WKRVH�DVVRFLDWLRQV��1HYHUWKHOHVV��WKHUH� ZDV� DQ� HDUO\� DWWHPSW� DW� XVLQJ� RUJDQL]DWLRQDO� OHJLWLPDF\� WKHRU\� WR� H[SODLQ� FRUSRUDWH�GLVFORVXUHV��*XWKULH�DQG�3DUNHU���������*XWKULH�DQG�3DUNHU¶V�VWXG\�UHSUHVHQWHG�D�VLJQLILFDQW�VKLIW�LQ�DSSURDFK�WR�VXUYH\V�RI�&65��8S�WR�WKDW�WLPH��PRVW�RI�WKHVH�VXUYH\V�ZHUH�FRQFHUQHG�ZLWK�ILQGLQJ�RXW�ZKHWKHU�FRPSDQLHV�GLG�RU�GLG�QRW�GLVFORVH�FHUWDLQ�FDWHJRULHV�RI�LQIRUPDWLRQ��+RZHYHU��WKLV�WHOOV�YHU\�OLWWOH�DERXW�HLWKHU�WKH�TXDQWLW\�RU�WKH�QDWXUH�RI�VXFK�GLVFORVXUHV��7KH�*XWKULH� DQG�3DUNHU� VWXG\�DOVR� LQWURGXFHG�JUHDWHU� ULJRXU� WR�&65�VXUYH\V� WKURXJK� WKH�XVH�RI�FRQWHQW�DQDO\VLV�DV�D�UHVHDUFK�PHWKRG��8VLQJ�FRQWHQW�DQDO\VLV��*XWKULH�DQG�3DUNHU�FODVVLILHG�WKH� &65� FRQWHQW� RI� DQQXDO� UHSRUWV� DFFRUGLQJ� WR� WKHPH� �HQYLURQPHQW�� HQHUJ\�� KXPDQ�UHVRXUFHV�� FRPPXQLW\� LQYROYHPHQW� DQG� RWKHU��� HYLGHQFH� �PRQHWDU\�� QRQ�PRQHWDU\� DQG�GHFODUDWLYH���DPRXQW�RI�GLVFORVXUH��LQ� WHUPV�RI� WKH�SURSRUWLRQ�RI�D�SDJH���QHZV�YDOXH��JRRG��EDG� RU� QHXWUDO�� DQG� ORFDWLRQ� LQ� WKH� DQQXDO� UHSRUW�� /DWHU� VWXGLHV�� QRWDEO\� WKDW� RI�*UD\�HW� DO������E��DQG�2¶'Z\HU�DQG�*UD\���������DGRSWHG�EURDGO\�WKH�VDPH�DSSURDFK�,Q� WKH� ����V�� WKH� IRFXV� RI� &65� UHVHDUFK� LQWHUHVW� VKLIWHG� DZD\� IURP� VRFLDO� DFFRXQWLQJ� LQ�JHQHUDO�WRZDUGV�HQYLURQPHQWDO�DFFRXQWLQJ�UHVHDUFK��0DWKHZV��������S������UHIHUV�WR�³«�WKH�DGYDQFHPHQW�RI�HQYLURQPHQWDO�LVVXHV�ZLWKLQ�DFFRXQWLQJ�RQ�D�EURDG�IURQW�FKDUDFWHULVHG�E\�WKH�DOPRVW� FRPSOHWH� GRPLQDWLRQ� RI� HQYLURQPHQWDO� DFFRXQWLQJ� RYHU� VRFLDO� DFFRXQWLQJ�´� 7KLV� LV�SDUWLFXODUO\� QRWLFHDEOH� LQ� WKH� SHULRG� IURP� ����� WR� ����� DQG� LV� FRPPHQVXUDWH� ZLWK� WKH�FRPPHQWV�LQ�&KDSWHUV���DQG���DERYH�LQ�UHODWLRQ�WR�WKH�VLJQLILFDQW�LQFUHDVH�LQ�&('��7KH�����V�ZDV� DOVR� D� SHULRG� GXULQJ� ZKLFK� WKRVH� LQYROYHG� LQ� HPSLULFDO� VWXGLHV� RI� HQYLURQPHQWDO�GLVFORVXUH� VWDUWHG� WR� PDNH� D� JHQXLQH� DWWHPSW� DW� LQFOXGLQJ� WKHRU\� LQ� WKHLU� ZRUN� �VHH�� IRU�H[DPSOH��'HHJDQ�DQG�*RUGRQ��������*UD\�����E��*UD\�HW�DO�������E��F���
��� (PSLULFDO�UHVHDUFK�LQWR�&65(PSLULFDO� VWXGLHV� RI� FRUSRUDWH� VRFLDO� UHSRUWLQJ�PD\�EH� FDWHJRULVHG� DV� IDOOLQJ�ZLWKLQ�RQH�RU�PRUH� RI� WKH� IROORZLQJ� VXE�VWUHDPV�� �L�� VXUYH\V�RI� WUHQGV� DQG�SDWWHUQV� LQ� WKH�SRSXODULW\� DQG�YROXPH� RI� VRFLDO� DQG� HQYLURQPHQWDO� GLVFORVXUHV�� DQG�� �LL�� VWXGLHV� RI� DVVRFLDWLRQV� EHWZHHQ�VRFLDO� DQG� HQYLURQPHQWDO� GLVFORVXUHV� DQG� ILUP� FKDUDFWHULVWLFV� DQG� H[WHUQDO� VRFLR�SROLWLFDO�LQIOXHQFHV�� *HQHUDOO\� VSHDNLQJ�� VXUYH\V� XQGHU� LWHP� �L�� DUH� FRQFHUQHG� ZLWK� GHVFULELQJ� WKH�LQFLGHQFH��DQG�LQ�VRPH�FDVHV��WKH�QDWXUH�RI�&65�&('��ZKHUHDV�WKRVH�ZKLFK�IDOO�XQGHU��LL��DUH�FRQFHUQHG�ZLWK�HVWDEOLVKLQJ�SXWDWLYH�DVVRFLDWLRQV�EHWZHHQ�&65�&('�DQG�RWKHU�H[SODQDWRU\�YDULDEOHV��%RWK�FDWHJRULHV�SURYLGH�D�YDULHW\�RI�UHVHDUFK�VWXGLHV��LQFOXGLQJ�ORQJLWXGLQDO�VWXGLHV�RI� LQGLYLGXDO�FRPSDQLHV�RYHU� ORQJ�SHULRGV�RI� WLPH��IRU�H[DPSOH��*XWKULH�DQG�3DUNHU��������+RJQHU�� ������ 1HLPDUN�� ������� ORQJLWXGLQDO� VWXGLHV� RI� WKH� &65� SUDFWLFHV� RI� FRPSDQLHV�
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ZLWKLQ�D�SDUWLFXODU�FRXQWU\��IRU�H[DPSOH��*UD\�HW�DO�������E��2¶'Z\HU�DQG�*UD\��������9DQ�1XIIHO�HW�DO���������DQG�VWXGLHV�RI�&65�SUDFWLFHV�DFURVV�FRXQWULHV��IRU�H[DPSOH��$GDPV�HW�DO���������&RZHQ�HW�DO���������*XWKULH�DQG�3DUNHU��������5REHUWV��&���������������7URWPDQ�DQG�%UDGOH\���������2QH�SDUWLFXODU�HDUO\�HPSLULFDO�VWXG\�ZRUWK\�RI�QRWH�ZDV�WKDW�RI�WKH�86�SXEOLF�DFFRXQWLQJ�ILUP�(UQVW� 	� (UQVW� ZKLFK� FDUULHG� RXW� D� VHULHV� RI� VRFLDO� GLVFORVXUH� VWXGLHV� DQDO\VLQJ� WKH� DQQXDO�UHSRUWV� RI� WKH�86�)RUWXQH� ��� FRPSDQLHV�� RYHU� WKH� SHULRG� IURP� ����� WR� ������ XVLQJ� WKH�DQQXDO� UHSRUWV� IRU� WKH�\HDUV������ WR������ �(UQVW�	�(UQVW������������8QGHU WKH�GLUHFWLRQ�RI�'HQQLV�%HUHVIRUG��ODWHU�FKDLUPDQ�RI�WKH�86�)$6%��WKH�(UQVW�	�(UQVW�VXUYH\V�UHSRUWHG�RQ�WKH�H[WHQW�RI� VRFLDO� DQG� HQYLURQPHQWDO� GLVFORVXUH�E\� FRPSDQLHV� LQFOXGHG� LQ� WKH�\HDUO\�)RUWXQH���� LQGXVWULDO�UDQNLQJV��3DWWHQ���������7KHVH�VXUYH\V�JLYH�D�SDJH�FRXQW�RI�VRFLDO�GLVFORVXUHV�PDGH�LQ�DQQXDO�UHSRUWV�LQFOXGLQJ�WKH�VRFLDO�WRSLFV�GLVFXVVHG�DQG�WKH�DPRXQW�RI�VSDFH�GHYRWHG�WR�HDFK��SURYLGLQJ�UHVHDUFKHUV�ZLWK�D�ZHDOWK�RI�GDWD�ZLWK�ZKLFK� WR�VXEVHTXHQWO\�LQYHVWLJDWH�DQG�LGHQWLI\�SDWWHUQV�RI�DQG�WUHQGV�LQ�&65��2QH�RI�WKH�PRVW�LQWHUHVWLQJ�UHVXOWV�WR�FRPH�RXW�RI�WKHVH�VXUYH\V�ZDV�WKHLU�UHYHDOLQJ�RI�D�GUDPDWLF�LQFUHDVH�LQ�FRUSRUDWH�VRFLDO�GLVFORVXUH�GXULQJ�WKH� ����V� DPRQJVW� WRS� 86� FRPSDQLHV�� )RU� H[DPSOH�� ZKHUHDV� RQO\� ����� SHU� FHQW� RI� WKH�FRPSDQLHV�VXUYH\HG� LQ������GLVFORVHG�VRFLDO� LQIRUPDWLRQ� LQ� WKHLU������DQQXDO� UHSRUWV�������SHU� FHQW� RI� FRPSDQLHV� VXUYH\HG� LQ� ����� GLVFORVHG� VRFLDO� LQIRUPDWLRQ� LQ� WKHLU� ����� DQQXDO�UHSRUWV��3DWWHQ���������6LPLODUO\�� WKH�PHDQ�QXPEHU�RI�SDJHV�GHYRWHG�WR�VRFLDO�UHVSRQVLELOLW\�LVVXHV�LQFUHDVHG�IURP������SDJHV�LQ�UHODWLRQ�WR������DQQXDO�UHSRUWV�WR������SDJHV�LQ�WKH������DQQXDO�UHSRUWV��3DWWHQ�����������,W�ZDV�IURP�WKH�(UQVW�	�(UQVW�GDWDEDVH�WKDW�PRVW�RI�WKH�NH\�HDUO\� LQIHUHQFHV�DERXW� WUHQGV� LQ�DQG�SDWWHUQV�RI�&65��QRWDEO\� LWV�DVVRFLDWLRQ�ZLWK�WKH�ODUJHU�FRPSDQLHV��WKH�LQIOXHQFH�RI�LQGXVWU\�VHFWRU�DQG�WKH�ZD[LQJ�DQG�ZDQLQJ�RI�LVVXHV�RI�YROXQWDU\�GLVFORVXUH�� ZHUH� GUDZQ� �*UD\� HW� DO��� �������� *LYHQ� WKDW� WKH� VXEMHFW� PDWWHU� RI� WKH� SUHVHQW�VWXG\� LV� &('� E\� ODUJH� (XURSHDQ� FRPSDQLHV�� WKH� IRFXV� KHUH� LV� RQ� WUHQGV� LQ� WKH� �VR�FDOOHG��GHYHORSHG�:HVWHUQ�ZRUOG����,Q�GRLQJ�VR��KRZHYHU��LW�VKRXOG�EH�ERUQH�LQ�PLQG�WKDW�WKH�KLVWRU\�RI� FRPSDUDWLYH� VRFLDO� DQG� HQYLURQPHQWDO� UHSRUWLQJ� LV�PXFK� VKRUWHU� WKDQ�� VD\�� FRPSDUDWLYH�VWXGLHV� LQ� LQWHUQDWLRQDO�ILQDQFLDO�UHSRUWLQJ��*UD\�HW�DO����������&RQVHTXHQWO\��DQ\�DWWHPSW�WR�SURYLGH�DQ�LQWHUQDWLRQDO�FRQWH[W�IRU�&65�PXVW�UHPDLQ�WHQWDWLYH��$�QXPEHU�RI�RWKHU�SRLQWV�DUH�ZRUWK�QRWLQJ�DERXW�HPSLULFDO�VXUYH\V�RI�&65�LQ�JHQHUDO��L� VXFK� VXUYH\V� KDYH� WHQGHG� WR� IRFXV� DOPRVW� H[FOXVLYHO\� RQ� WKH� QDWXUH� DQG� IUHTXHQF\�RI�&65� LQ� WKH� PDMRU� )LUVW�:RUOG� HFRQRPLHV� RI� $XVWUDOLD� DQG� 1HZ� =HDODQG�� &DQDGD��PDLQODQG� (XURSH� DQG� WKH� 8.� DQG� WKH� 86$� ZLWK� VWXGLHV� RI� &65� SUDFWLFHV� LQ� -DSDQ�DSSHDULQJ�LQ�WKH�����V��VHH��IRU�H[DPSOH��.RNREX�HW�DO���������<DPDJDPL�DQG�.RNREX���������DQG�RQ�WKH�ODUJHU�FRPSDQLHV�ZLWKLQ�WKHVH�FRXQWULHV����+RZHYHU��D�OLPLWHG�QXPEHU�RI�VWXGLHV�KDYH�EHHQ�GRQH�RQ�&65�SUDFWLFHV�LQ�WKH�GHYHORSLQJ�FRXQWULHV�VXFK�DV�,QGLD��0DOD\VLD� DQG� 6LQJDSRUH� �VHH�� IRU� H[DPSOH��$QGUHZ�HW� DO��� ������ )RR� DQG�7DQ�� ������6LQJK�DQG�$KXMD��������7HRK�DQG�7KRQJ��������7VDQJ��������9DVDO�����������LL� VXUYH\V� DUH� DOPRVW� DOZD\V� EDVHG� RQ� DQ� DQDO\VLV� RI� WKH� DQQXDO� UHSRUWV� RI� UHSRUWLQJ�FRPSDQLHV��ZLWK� OLWWOH� IRFXV� RQ� RWKHU� UHSRUWV� �WKLV� LVVXH� LV� H[SORUHG� LQ�PRUH�GHWDLO� LQ�&KDSWHU�����DQG��LLL� VXUYH\V�LQ�$XVWUDOLD��1HZ�=HDODQG��WKH�86$�DQG�WKH�8.�VXJJHVW�WKDW��RI�WKH�WKUHH�PDLQ�VWUDQGV�RI�&65� �L�H�� KXPDQ� UHVRXUFHV�� FRPPXQLW\� LQYROYHPHQW� DQG� WKH�HQYLURQPHQW���FRPSDQLHV�KDYH�VR�IDU�SODFHG�WKH�JUHDWHVW�HPSKDVLV�RQ�WKH�GLVFORVXUH�RI�KXPDQ�UHVRXUFH�
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LVVXHV��+DFNVWRQ�DQG�0LOQH��������*XWKULH�DQG�3DUNHU��������������2¶'Z\HU�DQG�*UD\��������7KH�SUH�GRPLQDQFH�RI�KXPDQ�UHVRXUFH�UHSRUWLQJ��LWHP��LLL��DERYH��LV�GXH�SULPDULO\�WR�WKH�IDFW�WKDW�PXFK�RI�WKH�GLVFORVXUH�LV�PDQGDWRU\ UDWKHU�WKDQ�YROXQWDU\��LQ�FRQWUDVW�WR�HQYLURQPHQWDO�UHSRUWLQJ��IRU�ZKLFK��DV�GLVFXVVHG�LQ�&KDSWHU����WKH�YROXPH�RI�OHJDO�UHSRUWLQJ�UHTXLUHPHQWV�LV�PXFK�ORZHU��+RZHYHU��VLQFH�WKH�ODWH�����V��WKHUH�KDV�EHHQ�DQ�LQFUHDVLQJ�IRFXV�RQ�&('��VHH��IRU�H[DPSOH��*UD\�HW�DO���������0DWKHZV��������2¶'Z\HU�DQG�*UD\���������$V�LQWHUHVW�LQ�WKH�HQYLURQPHQW�DV�DQ�DVSHFW�RI�&65HVS�LQFUHDVHG�LQ�WKH�ODWH�����V�DQG�HDUO\�����V��WKH�IRFXV�RQ�VXUYH\�GDWD�RI�WUHQGV�LQ�&('�KDV�DOVR�LQFUHDVHG��6XFK�VXUYH\V�LQFOXGHG��L� LQWHUQDWLRQDO� VWXGLHV ZKLFK� SURYLGHG� YDOXDEOH� GDWD� RQ� WUHQGV� LQ� JOREDO &('� DV�GLVFORVHG�LQ�WKH�DQQXDO�UHSRUWV�RI�ODUJH�FRPSDQLHV�DFURVV�GHYHORSHG�FRXQWULHV��VHH��IRU�H[DPSOH�� $GDPV� HW� DO�� ����E�� 5REHUWV�� &��� ������ ������ 8QLWHG� 1DWLRQV� �81� &7&�,6$5� �������������������������DQG��LL� VLQJOH�FRXQWU\ VWXGLHV�ZKLFK�SURYLGHG�YDOXDEOH�GDWD�RQ�WUHQGV�LQ�&('�LQ�DQQXDO�UHSRUWV�RI� ODUJH�(XURSHDQ� FRPSDQLHV�� �VHH�� IRU� H[DPSOH��*UD\�HW� DO��� ����E��+DUWH� DQG�2ZHQ�������-XSH��������.LUNPDQ�DQG�+RSH��������.30*��������������0RKDPHG�DQG�+LOO��������5REHUWV��&���������������7KHVH� VXUYH\V� KDYH� SURGXFHG� YDU\LQJ� HVWLPDWHV�RI� WKH� DPRXQW�RI� VRFLDO� DQG� HQYLURQPHQWDO�LQIRUPDWLRQ�GLVFORVHG�E\�FRPSDQLHV��7KLV�LV�GXH�WR�D�QXPEHU�RI�IDFWRUV��LQFOXGLQJ�GLIIHUHQFHV�LQ� WKH�VDPSOH�FRPSRVLWLRQ����GLIIHUHQFHV�LQ�WKH�GHILQLWLRQV�RI�&65�DQG�LQ�WKH�PHDVXUHPHQWV�LQVWUXPHQWV��ZLWK�YHU\�OLWWOH��LI�DQ\��DWWHPSWV�WR�UHSOLFDWH�SULRU�VWXGLHV��+DFNVWRQ�DQG�0LOQH���������1RWZLWKVWDQGLQJ�VXFK�GLIIHUHQFHV�� WKHVH�VWXGLHV��RQ�WKH�ZKROH��VXJJHVW� WKDW� WKHUH�KDV�EHHQ�D�QRWLFHDEOH�LQFUHDVH�LQ�ERWK�WKH�SRSXODULW\�DQG�TXDQWLW\�RI�HQYLURQPHQWDO�GLVFORVXUH�E\�ODUJH� LQWHUQDWLRQDO�DQG�(XURSHDQ�FRPSDQLHV� VLQFH� WKH� ODWH�����V��.30*������D��S������ IRU�H[DPSOH�� LQ� DQ� LQWHUQDWLRQDO� UHYLHZ� RI� YROXQWDU\� &('� UHIHU� WR� ³«D� PDUNHG� LQFUHDVH� LQ�HQWHUSULVHV¶�LQWHUHVW�LQ�UHSRUWLQJ�RQ�WKHLU�HQYLURQPHQWDO�SROLFLHV��SUDFWLFHV�DQG�SHUIRUPDQFH�WR�WKH�SXEOLF´� LQ� WKH�HDUO\�����V�� ,Q� WKH�FDVH�RI� LQWHUQDWLRQDO�VWXGLHV� �LWHP��L��DERYH���5REHUWV���������IRU�H[DPSOH��GUHZ�D�VDPSOH�RI�����ODUJH�FRPSDQLHV�ZLWK�KHDGTXDUWHUV�ORFDWHG�LQ����FRXQWULHV� �1RUWK�$PHULFD������$XVWUDODVLD������$IULFD������-DSDQ������$VLD������DQG�(XURSH������� DQG� FRYHULQJ� D�ZLGH� UDQJH� RI� LQGXVWULHV��%DVHG� RQ� WKH� �����(QJOLVK� ODQJXDJH� DQQXDO�UHSRUWV� RQO\�� 5REHUWV� UHSRUWV� WKDW� ��� SHU� FHQW� RI� KHU� VDPSOH� SURYLGHG� DW� OHDVW� RQH� LWHP� RI�HQYLURQPHQWDO� GLVFORVXUH�� ZLWK� WKH� DYHUDJH� QXPEHU� RI� SDJHV� GHYRWHG� WR� HQYLURQPHQWDO�SURWHFWLRQ�PHDVXUHV�EHLQJ������SDJHV��WKH�PD[LPXP�QXPEHU�RI�SDJHV�RI�&('�GLVFORVHG�E\�DQ\�RQH�FRPSDQ\�ZDV�����SDJHV�DQG�WKH�PLQLPXP������SDJHV�� 5REHUWV��&���������DOVR�XVHG�FRPSOHWH�(QJOLVK�ODQJXDJH�YHUVLRQV�RI�WKH���������DQQXDO�UHSRUWV�RI�����PDLQODQG�(XURSHDQ�FRPSDQLHV� IURP� )UDQFH� ������ *HUPDQ\� ������ WKH� 1HWKHUODQGV� ������ 6ZHGHQ� ����� DQG�6ZLW]HUODQG� ������ %DVHG� RQ� WKLV� VDPSOH�� 5REHUWV� UHSRUWV� WKDW� ��� SHU� FHQW� RI� FRPSDQLHV�GLVFORVHG�DW�OHDVW�RQH�LWHP�RI�&('��7KLV�KLJKHU�SHUFHQWDJH�VXJJHVWV�WKDW��LQ�DQ�LQWHUQDWLRQDO�FRQWH[W��&('�LV�PRUH�SRSXODU�DPRQJVW�(XURSHDQ�FRPSDQLHV�FRPSDUHG�WR�RWKHU�UHJLRQV�RI�WKH�ZRUOG�� ,Q� D� ODWHU� VWXG\��$GDPV� HW� DO�� �����E�� DOVR� IRFXVHG� RQ� (XURSHDQ� FRPSDQLHV�� WKHLU�VDPSOH�RI�����FRPSDQLHV�EHLQJ�FRPSULVHG�RI�WKH����ODUJHVW�FRPSDQLHV��UDQNHG�E\�WXUQRYHU��LQ� )UDQFH�� *HUPDQ\�� WKH� 1HWKHUODQGV�� 6ZHGHQ�� 6ZLW]HUODQG� DQG� WKH� 8.�� UHVSHFWLYHO\�� DV�SURYLGHG� E\� WKH� )LQDQFLDO� (XURSHDQ� 7LPHV� ��� ������� IRU� ZKLFK� WKH� FRPSOHWH� (QJOLVK�ODQJXDJH� YHUVLRQ� RI� WKH� FRUSRUDWH� DQQXDO� UHSRUW� ZDV� DYDLODEOH� IRU� ��������� %DVHG� RQ� WKLV�
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VDPSOH��$GDPV�HW�DO��UHSRUW�WKDW����SHU�FHQW�RI�FRPSDQLHV�GLVFORVHG�DW�OHDVW�RQH�LWHP�RI�&('�LQ�WKHLU���������DQQXDO�UHSRUW��7KLV�SHUFHQWDJH�LV�LQ�WKH�VDPH�EDOOSDUN�DV�WKDW�RI�5REHUWV��&����������DOWKRXJK�VOLJKWO\�KLJKHU�VXJJHVWLQJ�WKDW�WKH�SRSXODULW\�RI�&('�LQ�DQQXDO�UHSRUWV�ZDV�LQFUHDVLQJ�DPRQJVW�(XURSHDQ�FRXQWULHV�LQ�WKH�HDUO\�����V�7KH�81¶V������VWXG\��81�&7&�,6$5��������RI�����DQQXDO�UHSRUWV�UHODWLQJ�WR������DQG������VHOHFWHG� IURP� )RUWXQH PDJD]LQH¶V� µ*OREDO� ���¶� LQGLFDWHG� VRPH� LPSRUWDQW� LQWHUQDWLRQDO�WUHQGV��QRWDEO\�� �L�� WKH�SHUFHQWDJH�RI�FRPSDQLHV�GLVFORVLQJ�VRPH�HQYLURQPHQWDO� LQIRUPDWLRQ�YDULHG� IURP� RQH� LQGXVWU\� WR� DQRWKHU�� ZLWK� WKH� FKHPLFDOV�� SHWUROHXP� DQG� SKDUPDFHXWLFDOV�VHFWRUV� KDYLQJ� WKH� KLJKHVW� SHUFHQWDJH� RI� GLVFORVHUV� ����� SHU� FHQW� LQ� DOO� FDVHV��� DQG� �LL�� WKH�SHUFHQWDJH�YDULDWLRQ�EHWZHHQ�LQGXVWULHV�LV�PXFK�PRUH�SURQRXQFHG�ZKHQ�ORRNLQJ�DW�LQGLYLGXDO�DUHDV�RI�GLVFORVXUH��)RU�H[DPSOH��ZKLOVW����SHU�FHQW�RI�FKHPLFDO�FRPSDQLHV�SURYLGHG�VRPH�LQIRUPDWLRQ� RQ� HQYLURQPHQWDO� SROLF\�� RQO\� ��� SHU� FHQW� RI� FRPSDQLHV� LQ� WKH� LQGXVWULDO�HTXLSPHQW�VHFWRU�SURYLGHG�VXFK�LQIRUPDWLRQ� 7KH�DFFRXQWLQJ�ILUP�'HORLWWH�7RXFKH�7RPDWVX�,QWHUQDWLRQDO��'77,���������LQ�WKHLU�VWXG\�RQ�WKH�H[WHQW�RI�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ�DPRQJVW�����PRVWO\� ODUJH� OLVWHG�6FDQGLQDYLDQ�FRPSDQLHV� �IURP�'HQPDUN��)LQODQG��1RUZD\�DQG� 6ZHGHQ��� IRXQG� WKDW� DERXW� KDOI� RI� WKH� FRPSDQLHV� LQFOXGHG� VRPH� LQIRUPDWLRQ� RQ�HQYLURQPHQWDO� LVVXHV� LQ� WKHLU� DQQXDO�RU�HQYLURQPHQW� UHSRUW��+RZHYHU�� WKH�PDMRULW\�RI� WKHVH�FRPSDQLHV� ZHUH� IRXQG� WR� UHSRUW� RQ� HQYLURQPHQWDO� PDWWHUV� LQ� OLPLWHG� GHWDLO�� '77,� �������FRQFOXGLQJ� WKDW� &('� ZDV� LQFUHDVLQJ� DOWKRXJK� LW� DSSHDUHG� WR� EH� VWLOO� RQO\� D� PLQRULW\� RI�EXVLQHVVHV�ZKR�UHSRUW� WR� WKH�SXEOLF�DERXW� WKHLU�HQYLURQPHQWDO� LPSDFW��PDQDJHPHQW�SUDFWLFH�DQG�SHUIRUPDQFH�6LQJOH�FRXQWU\�VWXGLHV�LQ�WKH�����V��LWHP��LL��DERYH��KDYH�WHQGHG�WR�FRQILUP�D�ULVLQJ�WUHQG�LQ�&('� DPRQJVW� ODUJH� FRPSDQLHV�� 7DEOH� ���� EHORZ� SURYLGHV� D� VXPPDU\� RI� WKH� HPSLULFDO�HYLGHQFH�DPRQJ�WKH�ODUJHU�FRPSDQLHV�DFURVV�(XURSH�EDVHG�RQ�VXUYH\V�FDUULHG�RXW�LQ�WKH�HDUO\�WR�PLG�����V�� VKRZLQJ� �ZKHUH� SRVVLEOH�� WKH� VRXUFH� GRFXPHQWV�� VDPSOH� VL]H�� LQFLGHQFH� DQG�DPRXQW� RI�&('� LQ� WKH� UHVSHFWLYH� FRXQWULHV���� 6RPH�RI� WKHVH� VWXGLHV�ZHUH� VXUYH\V�RI�&65��ZKHUHDV� WKH�GDWD� VKRZQ� UHODWHV�RQO\� WR�&('��7KH�DPRXQW�RI�&('� LV�JLYHQ� LQ� WHUPV�RI� WKH�DYHUDJH�QXPEHU�RI�SDJHV�GHYRWHG�WR�HQYLURQPHQWDO�LVVXHV�LQ�WKH�DQQXDO�UHSRUW��SHU�FRPSDQ\��0RVW� RI� WKH� VWXGLHV� VHOHFWHG� WKH� ODUJHVW� FRPSDQLHV� DFFRUGLQJ� WR� VRPH�PHDVXUHPHQW�RI� VL]H�UDWKHU�WKDQ�EHLQJ�GUDZQ�IURP�UDQGRP�VDPSOHV�DQG�WKXV�WKH�VDPSOLQJ�WHFKQLTXH��VDPSOH�VL]H�DQG�WKH�LQGXVWU\�PDNH�XS�RI�HDFK�VDPSOH�ZLOO�LQIOXHQFH�WKH�UHVXOWDQW�ILJXUHV�RI�LQFLGHQFH�DQG�DYHUDJH�DPRXQW RI�&('��7DEOH� ���� SURYLGHV� VRPH� LQWHUHVWLQJ� LQVLJKWV� LQWR� WKH� VWDWH� RI� WKH� DUW� RI� &('� DPRQJVW�(XURSHDQ� FRXQWULHV� GXULQJ� WKH� HDUO\� ����V�� :KDW� LV� PRVW� QRWLFHDEOH� DUH� WKH� FRQVLGHUDEOH�GLIIHUHQFHV� LQ�ERWK� WKH�QXPEHU�RI� FRPSDQLHV�GLVFORVLQJ� HQYLURQPHQWDO� LQIRUPDWLRQ� DQG� WKH�DYHUDJH�YROXPH�RI�LQIRUPDWLRQ�GLVFORVHG��*HUPDQ�FRPSDQLHV�DSSHDU�WR�GHYRWH�PXFK�PRUH�RI�WKHLU� DQQXDO� UHSRUWV� WR� HQYLURQPHQWDO� LVVXHV� �DQ� DYHUDJH� RI� ����� SDJHV�� FRPSDUHG� WR� ,ULVK��������DQG�'XWFK��������FRPSDQLHV��*HQHUDOO\�VSHDNLQJ��VXUYH\V�RI�&('�E\�ODUJH�(XURSHDQ�FRPSDQLHV�GXULQJ�WKLV�SHULRG�VXJJHVW� WKDW�*HUPDQ�DQG�6ZHGLVK�FRPSDQLHV�ZHUH�WKH�PDUNHW�OHDGHUV�LQ�WHUPV�RI�ERWK�WKH�SRSXODULW\�RI�&('�DQG�WKH�YDULHW\�RI�LQIRUPDWLRQ�GLVFORVHG��ZLWK�WKH� ORZHVW� LQFLGHQFH� RI� &('� EHLQJ� SURYLGHG� E\� FRPSDQLHV� LQ� )UDQFH� DQG� WKH�1HWKHUODQGV��VHH��IRU�H[DPSOH��$GDPV�HW�DO�������E��/MXQJGDKO��������������5REHUWV��&��������� 6RPH�RI�WKHVH� YDULDWLRQV� ZLOO� EH� DWWULEXWDEOH� WR� GLIIHUHQFHV� LQ� WKH� LQGXVWU\� FRPSRVLWLRQV� RI� HDFK�VDPSOH��ZLWK� WKRVH� VDPSOHV�KDYLQJ�D�KLJKHU�SURSRUWLRQ�RI�FRPSDQLHV� IURP�KHDY\� LQGXVWULHV�
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1RWHV� :KHUH��%� �%HOJLXP��1/� �WKH�1HWKHUODQGV��'� �*HUPDQ\��)� �)UDQFH��,5(� �,UHODQG��),1� �)LQODQG��6� �6ZHGHQ��&+� �6ZLW]HUODQG��8.� �8QLWHG�.LQJGRP��$GDPV�HW�DO��������E��GDWD�LV�EDVHG�RQ�WKH�ODWHVW�DYDLODEOH�(QJOLVK�YHUVLRQ�RI�WKH�DQQXDO�UHSRUW�DV�DW�-XQH�������ZKLFK�LQ�YLUWXDOO\�DOO�FDVHV�ZDV�WKH�$5�IRU�������)LJXUHV�IRU�2¶�'Z\HU�DQG�*UD\��������DUH�IRU�ODVW�\HDU�RI�WKHLU�VWXG\���������7KH�*UD\�HW�DO�������E��VWXG\�FRQVLVWHG�RI�WZR�VDPSOHV��WKH�ILUVW�������WR�������EHLQJ�D�UDQGRP�VDPSOH�RI�����FRPSDQLHV�IURP�ZKLFK�VDPSOHV�ZHUH�VHOHFWHG�LQ�HDFK�\HDU��WKH�VHFRQG�������WR�������EDVHG�RQ�D�VDPSOH�RI�����RI�WKH�ODUJHVW�8.�FRPSDQLHV��7KH�ILJXUHV�DUH�HVWLPDWHV�EDVHG�RQ�WKH�OLQH�JUDSKV�LQFOXGHG�LQ�WKH�VWXG\��2¶�'Z\HU�DQG�*UD\��������
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OLNHO\�WR�IRFXV�RQ�HQYLURQPHQWDO�LQGXVWULHV�WKDQ�OLJKWHU�LQGXVWULHV��%RWK�$GDPV�HW�DO�������D��DQG�0RKDPHG� DQG� +LOO� ������� H[FOXGHG� ILQDQFLDO� LQVWLWXWLRQV� �EDQNV�� ILQDQFH� DQG� KROGLQJ�FRPSDQLHV�� IURP� WKHLU� VDPSOH�� ZKHUHDV 2¶� 'Z\HU� DQG� *UD\� ������� GLG� QRW��1LVNDOD� DQG�3UHWHV� ������� VHOHFWHG� FRPSDQLHV� IURP� WKH� QLQH� PRVW� HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULDO�VHFWRUV�LQ�)LQODQG�DQG�WKHQ�VHOHFWHG�WKH�WRS�����FRPSDQLHV��UDQNHG�E\�WXUQRYHU��DFURVV�WKHVH�VHFWRUV��9DQ�1XIIHO�HW�DO���������VHOHFWHG�WKHLU�VDPSOH�XVLQJ�WKH�ILYH�ODUJHVW�LQGXVWULDO�VHFWRUV�LQ�%HOJLXP��DFFRUGLQJ�WR�WXUQRYHU�ILJXUHV��DQG�WKHQ�UHTXHVWHG�LQIRUPDWLRQ�IURP�WKH����ODUJHVW�FRPSDQLHV� �E\� WXUQRYHU�� IURP� HDFK� VHFWRU�� +RZHYHU�� LQGXVWU\� GLIIHUHQFHV� DUH� XQOLNHO\� WR�H[SODLQ�DOO�WKH�YDULDWLRQV�DQG�LW�VHHPV�UHDVRQDEOH�WR�VXJJHVW�WKDW�WKHUH�LV D�FRXQWU\�HIIHFW��$�VHFRQG�NH\�IHDWXUH�RI�WKH�GDWD�SUHVHQWHG�LQ�7DEOH�����LV�LQ�UHODWLRQ�WR�GLVFHUQDEOH�WUHQGV�LQ�WKH�SRSXODULW\�DQG�YROXPH�RI�&('�RYHU�WLPH��$�FRPSDULVRQ�RI�WZR�VXUYH\V��WKDW�RI�$GDPV�HW�DO�� �����E���ZKR� WRRN� DV� WKHLU� EDVLV� \HDUV������RU������� DQG�5REHUWV��&�� �������ZKR� WRRN��������IRU�H[DPSOH��VKRZV�DQ�LQFUHDVH�LQ�WKH�QXPEHU�RI�FRPSDQLHV�UHSRUWLQJ�HQYLURQPHQWDO�LQIRUPDWLRQ� LQ� *HUPDQ\�� 6ZHGHQ�� )UDQFH�� 6ZLW]HUODQG� DQG� WKH� 1HWKHUODQGV���� 5REHUWV�� &��������� VXJJHVWV WKDW� FRUSRUDWLRQV� DFURVV� (XURSH�ZHUH� EHFRPLQJ�PRUH� DZDUH� RI� LQFUHDVLQJ�SXEOLF�DQG�JRYHUQPHQWDO�FRQFHUQV�DERXW�WKH�HQYLURQPHQW�DQG�WKDW�PDQ\�ZHUH�UHVSRQGLQJ�WR�VXFK�FRQFHUQV�E\�SURGXFLQJ�FOHDUO\�GHILQHG�HQYLURQPHQWDO�LQIRUPDWLRQ�VHFWLRQV�LQ�WKH�DQQXDO�UHSRUW��+RZHYHU�� WKH� WUHQG� RI� LQFUHDVHG� UHSRUWLQJ� RI� HQYLURQPHQWDO� LVVXHV� LV� QRW� XQLYHUVDO��2¶'Z\HU� DQG�*UD\� �������� IRU� H[DPSOH�� UHSRUW� WKDW����SHU�FHQW�RI� ,ULVK�FRPSDQLHV� LQ� WKHLU�VDPSOH�PDGH�QR�HQYLURQPHQWDO�GLVFORVXUHV� �WKH�EDVLV�\HDU�EHLQJ��������VXJJHVWLQJ� WKDW� WKLV�UHIOHFWHG�³«�WKH�ORZ�UHODWLYH�LPSRUWDQFH�DWWDFKHG�WR�WKH�HQYLURQPHQW�LQ�,UHODQG´��S������*UD\HW�DO����������LQ�D�FRPSDULVRQ�RI�VHYHUDO�8.�VXUYH\V�RI�&('�ZLWK�WKRVH�RI�PDLQODQG�:HVWHUQ�(XURSH� VXJJHVW� WZR� WKLQJV�� )LUVWO\�� WKDW� DW� WKH� EHJLQQLQJ� RI� WKH� ����V�� WKH� LQFLGHQFH� RI�HQYLURQPHQWDO� UHSRUWLQJ�ZDV�PRUH� FRPPRQ�DPRQJVW�8.�FRPSDQLHV� WKDQ� LW�ZDV� DFURVV� WKH�UHVW�RI�:HVWHUQ�PDLQODQG�(XURSH��6HFRQGO\��KRZHYHU��LI�RQH�ORRNV�DW�WKH�YROXPH RI�&('��8.�FRPSDQLHV� ODJJHG�EHKLQG�FRXQWULHV� VXFK�DV�*HUPDQ\��)UDQFH��6ZHGHQ�DQG�6ZLW]HUODQG�� WKH�H[FHSWLRQ� EHLQJ� WKH� 1HWKHUODQGV�� (YLGHQFH� LQ� VXSSRUW� RI� WKH� ODWWHU� WUHQG� LV� SURYLGHG� E\�$GDPV�HW� DO�� ������� LQ� WKHLU� VXUYH\�RI� VRFLDO� DQG� HQYLURQPHQWDO� UHSRUWLQJ� DFURVV�(XURSHDQ�FRPSDQLHV� EDVHG� RQ� D� VDPSOH� RI� WKH� ODUJHVW� �E\� WXUQRYHU�� ��� FRPSDQLHV� LQ� HDFK� RI� VL[�:HVWHUQ�(XURSHDQ� FRXQWULHV� �YL]���)UDQFH��*HUPDQ\�� WKH�1HWKHUODQGV��6ZHGHQ��6ZLW]HUODQG�DQG� WKH� 8.�� IRU� ZKLFK� WKH� (QJOLVK� ODQJXDJH� YHUVLRQ� RI� WKH� �������� DQQXDO� UHSRUWV� DQG�DFFRXQWV� ZHUH� DYDLODEOH�� 7KHVH� UHVHDUFKHUV� UHSRUW� WKDW� WKH� PHDQ� OHQJWK� RI� HQYLURQPHQWDO�GLVFORVXUH�ZDV� JUHDWHVW� DPRQJVW�*HUPDQ� FRPSDQLHV� ������SDJHV���ZLWK� WKH� OHDVW� DPRXQW�RI�VXFK� GLVFORVXUH� EHLQJ� SURYLGHG� E\� 'XWFK� FRPSDQLHV� ������ SDJHV��� 5REHUWV�� &�� �������GHVFULEHV�WKH�EHJLQQLQJ�RI�WKH�����V�DV�D�SHULRG�RI�JHQHUDOO\�LQFUHDVLQJ�OHYHOV�RI�GLVFORVXUH�EXW�QRWHG�WKDW�«� WKHUH� DUH� VWLOO� LQVWDQFHV� RI� FRUSRUDWLRQV� GLVFORVLQJ� QR� LQIRUPDWLRQ� LQ� WKLV�DUHD�� (YHQ� ZKHQ� GLVFORVXUHV� DUH� IDLUO\� H[WHQVLYH� SUREOHPV� VWLOO� UHPDLQ�� ,Q�SDUWLFXODU�� WKH� GLVFORVXUH� RI� HQYLURQPHQWDO� LQIRUPDWLRQ� LV� JHQHUDOO\� HQWLUHO\�YROXQWDU\�� 7KLV�PHDQV� WKDW� FRUSRUDWLRQV� KDYH� DOPRVW� FRPSOHWH� GLVFUHWLRQ� LQ�GHFLGLQJ�ZKDW�LQIRUPDWLRQ�WR�SURYLGH�DQG�WKH�IRUP�WKDW�WKH�GLVFORVXUHV�VKRXOG�WDNH�� 7KLV� JLYHV� WKHP� WKH� RSSRUWXQLW\� WR� SUHVHQW� WKHLU� DFWLYLWLHV� LQ� WKH� EHVW�SRVVLEOH�OLJKW�E\�WKH�MXGLFLRXV�FKRLFH�RI�ZKDW�LQIRUPDWLRQ�WR�GLVFORVH�DQG�WKH�UHSRUWLQJ�IRUPDW�XVHG��S������
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'HYHORSPHQWV�LQ�&('�DW�WKLV�WLPH�DSSHDU�WR�KDYH�WDNHQ�SODFH�ZLWKRXW�VSHFLILF�UHIHUHQFH�WR�RU�OLQNDJH� ZLWK� WKH� ILQDQFLDO� DFFRXQWV�� (XURSHDQ� VXUYH\V� RI� GHYHORSPHQWV� LQ� HQYLURQPHQWDO�DFFRXQWLQJ�DQG�DXGLWLQJ�LQ�WKH�(8�DQG�()7$�FRXQWULHV��)((��������������FRQFOXGHG�WKDW�LQ�PRVW�FDVHV�RI�FRPSDQ\�UHSRUWLQJ�RI�HQYLURQPHQWDO�LVVXHV�WKHUH�ZDV�HLWKHU�QR�PHDVXUHPHQW�LQ�ILQDQFLDO� WHUPV�RU�QR�OLQNDJH�ZLWK�WKH�ILQDQFLDO�VWDWHPHQWV��+DUWH�DQG�2ZHQ���������LQ�WKHLU�UHYLHZ�RI�JUHHQ�UHSRUWLQJ�SUDFWLFH�LQ�WKH�8.�DW�WKH�EHJLQQLQJ�RI�WKH�����V�QRWH�D�FOHDU�WUHQG�WRZDUGV�JLYLQJ�PRUH�H[SRVXUH�WR�JUHHQ�LVVXHV��GLVFHUQLQJ�WZR�FOHDU�WUHQGV��ILUVWO\��D�PDUNHG�WHQGHQF\� WR�GHYRWH� LQFUHDVHG�FRYHUDJH� WR�HQYLURQPHQWDO� LVVXHV� LQ� WKH�XQDXGLWHG�µ5HYLHZ�RI�$FWLYLWLHV¶�VHFWLRQ�RI�WKH�DQQXDO�UHSRUW�DQG��VHFRQGO\��WKH�LQWURGXFWLRQ�RI�VSHFLILF�FRPPHQWV�RQ�HQYLURQPHQWDO� LVVXHV�ZLWKLQ� WKH�FKDLUPDQ¶V� VWDWHPHQW��+DUWH�DQG�2ZHQ�DOVR� UHIHU� WR� WKH�IDFW� WKDW� YHU\� OLWWOH� GHWDLOHG� HQYLURQPHQWDO� LQIRUPDWLRQ� ZDV� EHLQJ� SURYLGHG� E\� WKH µEHWWHU¶�GLVFORVHUV� DW� WKLV� WLPH�� ZLWK� PXFK� RI� WKH� GLVFORVXUHV� OLQNHG� WR� WKH� GHYHORSPHQW� RI� SXEOLF�LPDJH�UDWKHU�WKDQ�UHSUHVHQWLQJ�D�FRPPLWPHQW�WR�WKH�FRQFHSW�RI�SXEOLF�DFFRXQWDELOLW\��$�WKLUG�NH\�DVSHFW�RI�WKH�GDWD�UHSRUWHG�LQ�7DEOH�����LV�WKH�IDFW�WKDW�WKH�VRXUFH�GRFXPHQWV�DUH��LQ� DOO� FDVHV�� WKH� DQQXDO� UHSRUWV� DQG� DFFRXQWV�� 7KH� IRFXV� RQ� WKH� DQQXDO� UHSRUW� LV� QRUPDOO\�MXVWLILHG� E\� &65� UHVHDUFKHUV� RQ� WKH� EDVLV� WKDW� LW� UHSUHVHQWV� WKH� SULPDU\� GRFXPHQW� WKURXJK�ZKLFK�D�FRPSDQ\�FRPPXQLFDWHV�WR�VRFLHW\��:KLOVW�WKLV�DUJXPHQW�PD\�EH�YDOLG�LQ�WKH�FRQWH[W�RI� FHUWDLQ� DVSHFWV� RI� &65HVS� DQG� &65�� ZKHWKHU� LW� LV� GHIHQVLEOH� LQ� WKH� UHODWLRQ� WR� &('� LV�TXHVWLRQDEOH��WKLV�LVVXH�LV�DGGUHVVHG�LQ�PRUH�GHWDLO�LQ�&KDSWHU���LQ�UHODWLRQ�WR�WKH�VHOHFWLRQ�RI�VRXUFH�GRFXPHQWV��� ,W� LV�SRVVLEOH�� IRU�H[DPSOH�� WKDW�D�GLIIHUHQW�SLFWXUH�ZRXOG�KDYH�HPHUJHG�IURP� LQWHUQDWLRQDO� DQG� QDWLRQDO� VWXGLHV� KDG� DFFRXQW� EHHQ� WDNHQ� RI� &('� UHSRUWHG� YLD� RWKHU�PHGLD�VXFK�DV�VRFLDO�DQG�HQYLURQPHQW�UHSRUWV��6WXGLHV�ZKLFK�FRQVLGHU�WKHVH�RWKHU�VRXUFHV�RI�&65�DUH�UHODWLYHO\�UDUH��QRWDEO\�H[FHSWLRQV�LQFOXGH�'77,���������2QH� RI� WKH� EHVW� LQGLFDWRUV� RI� LQWHUQDWLRQDO� WUHQGV� LQ�&('�GXULQJ� WKH�����V�ZKLFK� LQFOXGHV�UHSRUWLQJ� YLD� HQYLURQPHQW� UHSRUWV� LV� WKH� VHULHV� RI� LQWHUQDWLRQDO� VXUYH\V� FDUULHG� RXW� E\� WKH�DFFRXQWLQJ�ILUP�.30* ������������������DQG�����D��.30*�:,00��������������VHH�DOVR�.RON� HW� DO��� ������� 7KH� UHVXOWV� RI� WKH�.30*� VWXGLHV� DUH� VXPPDUL]HG� LQ� 7DEOH� ���� EHORZ��WRJHWKHU�ZLWK�WKH�UHVXOWV�RI�D�VLPLODU�VWXG\�E\�'77,���������$V�VKRZ�LQ�7DEOH������ZKHUHDV�RQO\�����RI�SDUWLFLSDWLQJ�FRPSDQLHV�VXUYH\HG�E\�.30*�LQ������KDG�SUHSDUHG�D�FRUSRUDWH�HQYLURQPHQWDO� RU� +6(� UHSRUW�� WKLV� ILJXUH� KDG� LQFUHDVHG� WR� ���� RI� FRPSDQLHV� VXUYH\HG� LQ�������7KH�FRPSDUDWLYH�ILJXUH�RI�����IRU�WKH������VXUYH\�LV�EDVHG�RQ�D�ODUJHU�VDPSOH�RI����FRXQWULHV ZKLFK� LQFOXGHG� WKH� µHPHUJLQJ¶� VWDWHV� RI� *UHHFH�� +XQJDU\�� 6ORYHQLD� DQG� 6RXWK�$IULFD��$�IDLUHU�FRPSDULVRQ�ZLWK� WKH������VXUYH\��EDVHG�RQ� WKH����FRXQWULHV� UHSUHVHQWHG� LQ�ERWK�WKH������DQG������VXUYH\V��VKRZV�WKDW�����RI�FRPSDQLHV�SXEOLVKHG�DQ�HQYLURQPHQWDO�RU�KHDOWK��VDIHW\�DQG�HQYLURQPHQWDO��+6(��UHSRUW�LQ������������7KLV�VXJJHVWV�WKDW�WKH�WUHQG�LQ�WHUPV�RI�WKH�QXPEHU�RI�FRPSDQLHV�SXEOLVKLQJ�VXFK�UHSRUWV�LV�VWLOO�XSZDUGV�7KH�.3*�:,00������VXUYH\�ZDV�DOVR�H[SDQGHG�WR�LQFOXGH�VRFLDO�DQG�FRPPXQLW\�UHSRUWV��µVXVWDLQDELOLW\�UHSRUWV¶�DQG�FRPELQDWLRQV�RI�WKHVH�UHSRUWV����2I�WKH�������FRPSDQLHV�VXUYH\HG�LQ� ������ ���� SURGXFHG� HQYLURQPHQWDO� RU� +6(� UHSRUWV�� ���� SURGXFHG� VRFLDO�FRPPXQLW\�UHSRUWV�� ���� SURGXFHG� FRPELQHG� HQYLURQPHQWDO� DQG� VRFLDO� UHSRUWV�� DQG� ���� SURGXFHG�µVXVWDLQDELOLW\� UHSRUWV¶�� .30*�:,00� ������� UHSRUW� WKDW� ���� RI� WKH� ������ VDPSOH�FRPSDQLHV�SXEOLVKHG�HQYLURQPHQWDO�LQIRUPDWLRQ�LQ�FRUSRUDWH�UHSRUWV��LQFOXGLQJ�WKH�VWDWXWRU\�DQQXDO� UHSRUW� DQG� DFFRXQWV�� HQYLURQPHQWDO�+6(� UHSRUWV�� VRFLDO� UHSRUWV� DQG� µVXVWDLQDELOLW\�UHSRUWV¶��� ,Q� FRPSDULVRQ�� WKH������ VXUYH\� IRXQG� WKDW� IRU� WKH�������VDPSOH�FRPSDQLHV������
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GLVFORVHG� HQYLURQPHQWDO� LQIRUPDWLRQ� LQ� WKH� HTXLYDOHQW� FRUSRUDWH� UHSRUWV� �.30*�:,00��������� 7KLV� VXJJHVWV� WKDW� WKH� OHYHO� RI� FRUSRUDWH� HQYLURQPHQWDO� GLVFORVXUH� LV� LQFUHDVLQJ�LQWHUQDWLRQDOO\�
7DEOH����,QWHUQDWLRQDO�VXUYH\V�RI�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ

Region International Scandinavia International International International

6WXG\ .30*����� '77,����� .30*�����D .30*�:,00����� .30*�:,00�����6RXUFH�GRFXPHQWV $QQXDO�5HSRUWV�DQG�(QYLURQPHQW�UHSRUWV
$QQXDO�5HSRUWV�DQG�RU�(QYLURQPHQW�UHSRUWV

$QQXDO�5HSRUWV�DQG�(QYLURQPHQW�UHSRUWV
$QQXDO�5HSRUWV�DQG�(QYLURQPHQW�UHSRUWV

$QQXDO�5HSRUWV��(QYLURQPHQW�UHSRUWV��6RFLDO�5HSRUWV�DQG�µ6XVWDLQDELOLW\�5HSRUWV¶'DWD�\HDU ������ ������ ������ ������ ���������1XPEHU�RI�FRXQWULHV �� 4 �� �� ��
6DPSOH�VL]H ��� ��� ����� ����� �����6DPSOH�FULWHULD /HDGLQJ�FRPSDQLHV�LQ����FRXQWULHV

/DUJHVW�OLVWHG�DQG�QRQ�OLVWHG�SOXV�RWKHUV
7RS�����OLVWHG�LQ����FRXQWULHV

7RS�����OLVWHG�LQ����FRXQWULHV 7RS�����OLVWHG�LQ����FRXQWULHV
5HVSRQVH��1R��5HVSRQVH���� �������� ��������� �������� ���������� ���������3HUFHQWDJH�ZKLFK�SXEOLVK�(5�+6(�UHSRUWV��EDVHG�RQ�UHVSRQVH�UDWH�

��� ��� ��� ��� ��������

1RWHV� 7KH�'77,�VWXG\�ZDV�RI�����FRPSDQLHV� RI�ZKLFK�����ZHUH� WKH� ODUJHVW� OLVWHG�FRPSDQLHV� LQ�HDFK�RI� WKH�IRXU� 6FDQGLQDYLDQ� FRXQWULHV� �'HQPDUN�� )LQODQG�� 1RUZD\� DQG� 6ZHGHQ��� ����ZHUH� ODUJH� QRQ�OLVWHG� FRPSDQLHV�DQG����ZHUH�VHOHFWHG�RQ�WKH�EDVLV�RI�EHLQJ�VLJQDWRULHV�WR�WKH�,&&�%XVLQHVV�&KDUWHU�IRU�6XVWDLQDEOH�'HYHORSPHQW�LQ�'HQPDUN�DQG�6ZHGHQ��)LJXUHV�IRU�WKH�.30*�VXUYH\V�DUH�EDVHG�RQ�LQIRUPDWLRQ�DV�UHSRUWHG�LQ�WKH�UHVSHFWLYH�VXUYH\V�� )LJXUHV� LQ� SDUHQWKHVHV� LQ� WKH� ERWWRP� URZ� IRU� WKH� .30*�:,00� ����� VXUYH\� DUH� DGMXVWHG� IRU�FRPSDUDWLYH�SXUSRVHV�WR�FRPSULVH�RQO\�WKH�HTXLYDOHQW����FRXQWLHV�LQFOXGHG�LQ�WKH������VXUYH\�)RU� WKH� PLGGOH� DQG� ODWWHU� SDUWV� RI� ����V�� RWKHU� VWXGLHV� SURYLGHG� IXUWKHU� HYLGHQFH� RI� D�ZRUOGZLGH� LQFUHDVH� LQ� WKH� QXPEHU� RI� ODUJH� FRPSDQLHV� UHSRUWLQJ� RQ� HQYLURQPHQWDO� LVVXHV�WKURXJK� VWDQG�DORQH� HQYLURQPHQW� UHSRUWV� �VHH�� IRU� H[DPSOH�� 'DYLV�:DOOLQJ� DQG� %DWWHUPDQ�������� .30*�� ����E�� .UXW� DQG� 0RUHW]�� ������� $� VXUYH\� RI� WKH� )RUWXQH� *OREDO� ����H[FOXGLQJ� FRPSDQLHV� IURP� WKH� ILQDQFLDO� VHUYLFHV� VHFWRU��� IRU� H[DPSOH�� IRXQG� WKDW� ���� RI�WKHVH� FRPSDQLHV� KDG� SXEOLVKHG� D� JOREDO� HQYLURQPHQW� UHSRUW� �.UXW� DQG� 0RUHW]�� �������$QRWKHU�LQWHUHVWLQJ�WUHQG�UHYHDOHG�E\�WKH�.30*�VWXGLHV�LV�WKH�UHFHQW�VKLIW�LQ�WKH�GRPLQDQFH�RI� VWDQG�DORQH� HQYLURQPHQW� UHSRUWV� IURP� 1RUWK� $PHULFD� WR� (XURSH�� ,Q� WKHLU� ����� VXUYH\�
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.30*� �����D�� UHSRUW� WKDW� WKH�86$� DQG�&DQDGD� SURYLGHG� WKH� JUHDWHVW� QXPEHU� RI� VHSDUDWH�HQYLURQPHQW� UHSRUWV�� IROORZHG�E\� D� QXPEHU� RI�(XURSHDQ� FRXQWULHV��+RZHYHU�� WKLV� VLWXDWLRQ�DSSHDUV� WR�KDYH� UHYHUVHG�ZLWK�.30*�:,00�������� UHSRUWLQJ� WKDW�FRPSDQLHV� LQ�*HUPDQ\�SXEOLVKHG�PRVW�HQYLURQPHQWDO�+6(�UHSRUWV��IROORZHG�E\�6ZHGHQ��WKH�8.�DQG�1RUZD\��ZLWK�WKH�86$�EHLQJ�WKH�RQO\�FRXQWU\�QRW�WR�VKRZ�DQ�LQFUHDVH�EHWZHHQ�WKH������DQG�����ZLWK�����RI�86�FRPSDQLHV�SURGXFLQJ�DQ�HQYLURQPHQWDO�RU�+6(�UHSRUW�LQ�WKH������VXUYH\�FRPSDUHG�WR�����LQ�WKH������VXUYH\��7KH�FRXQWU\�VKRZLQJ�WKH�KLJKHVW�LQFUHDVH�ZDV�'HQPDUN��LQFUHDVLQJ�IURP� ��� RI� FRPSDQLHV� LQ� WKH� ����� VXUYH\� WR� ���� LQ� WKH� ����� VXUYH\�� /DWHVW� WUHQGV�� DV�UHYHDOHG� E\� WKH� .30*�:,00� ������� VXUYH\�� LQGLFDWH� WKDW� WKH� KLJKHVW� UDWH� RI� FRUSRUDWH�UHSRUWLQJ� �L�H�� UHSRUWLQJ� YLD� HQYLURQPHQWDO�+6(�� VRFLDO� DQG� FRPPXQLW\� UHSRUWV� DQG�RU�µVXVWDLQDELOLW\� UHSRUWV¶�� LV� IRXQG� DPRQJVW� -DSDQHVH� FRPSDQLHV� ����� RI� WKRVH� VDPSOHG� E\�.30*�:,00���������IROORZHG�E\�WKH�8.�������� WKH�1HWKHUODQGV��������*HUPDQ\�������DQG�)LQODQG��������&RPSDUHG�ZLWK�������WKH�.30*�:,00��������VXUYH\�UHSRUWV�WKDW�WKH�FRXQWULHV�VKRZLQJ�WKH�ODUJHVW�LQFUHDVH�LQ�WKH�QXPEHU�RI�FRPSDQLHV�UHSRUWLQJ�YLD�WKHVH�UHSRUWV�ZHUH�WKH�8.��IURP�����WR�������)LQODQG������WR������DQG�)UDQFH�����WR�������ZLWK�WKH�UHSRUWLQJ�UDWH�DFWXDOO\�IDOOLQJ�LQ�6ZHGHQ��%HOJLXP��'HQPDUN��*HUPDQ\�DQG�1RUZD\����7KH�JURZWK�LQ�WKH�QXPEHU�RI�(XURSHDQ�FRPSDQLHV�SURYLGLQJ�VWDQG�DORQH�HQYLURQPHQW�UHSRUWV�LQ�WKH�����V�LV�D�NH\�LVVXH�LQ�WKH�FRQWH[W�RI�WKH�SUHVHQW�VWXG\��+RZHYHU��WKH�YDVW�PDMRULW\�RI�SULRU�&65HVS�DQG�&65�UHVHDUFK�KDV�WHQGHG�WR�LJQRUH�WKHVH�DQG�RWKHU�VLPLODU�UHSRUWV�RXWVLGH�RI� WKH� WUDGLWLRQDO�� VWDWXWRU\� DQQXDO� ILQDQFLDO� UHSRUWLQJ� IUDPHZRUN�� 5DWKHU�� LQ� VHHNLQJ� WR�H[SODLQ�WKH�FDXVHV�RI�YDULDWLRQV�LQ�WKH�SRSXODULW\�DQG�YROXPH�RI &('�DFURVV�ILUPV�DQG�RYHU�WLPH�� &65� UHVHDUFKHUV� KDYH� IRFXVHG� DOPRVW� H[FOXVLYHO\� RQ� WKH� VWDWXWRU\� DQQXDO� UHSRUW� DQG�DFFRXQWV�� 6XFK� VWXGLHV� KDYH� JHQHUDOO\� EHHQ� VWUXFWXUHG� LQ� WKH� FRQWH[W� RI� H[SORULQJ� SXWDWLYH�DVVRFLDWLRQV�EHWZHHQ�&('�DQG�RWKHU�H[SODQDWRU\�YDULDEOHV��7KHVH�RWKHU�YDULDEOHV��DV�IRUPDOO\�SURSRVHG�DQG� UHVHDUFKHG�ZLWKLQ� WKH�&65HVS�DQG�&65� OLWHUDWXUH�� DUH� FRQVLGHUHG� LQ� WKH�QH[W�VHFWLRQ�
��� $VVRFLDWLRQV�EHWZHHQ�&65�DQG�RWKHU�H[SODQDWRU\�YDULDEOHV(PSLULFDO� VWXGLHV� H[SORULQJ� SXWDWLYH� DVVRFLDWLRQV� EHWZHHQ &65� DQG� RWKHU� H[SODQDWRU\�YDULDEOHV�ZKLFK�DUH�SHUFHLYHG�DV�SRWHQWLDO�LQIOXHQFHV�RQ�&65�PD\�JHQHUDOO\�EH�FDWHJRULVHG�DV�IDOOLQJ� LQWR� WKUHH� VXE�VWUHDPV�� �L�� VRFLDO� SHUIRUPDQFH� DQG� HFRQRPLF� SHUIRUPDQFH�� �LL�� ILUP�FKDUDFWHULVWLFV�DQG� �LLL�� H[WHUQDO� VRFLR�SROLWLFDO� LQIOXHQFHV��7KH�IRFXV�RI� WKH�SUHVHQW�VWXG\� LV�RQ��LL��DQG��LLL��ZKLFK�DUH�GLVFXVVHG�LQ�GHWDLO�EHORZ��+RZHYHU��D�EULHI�PHQWLRQ�LV�PDGH�KHUH�RI�VWXGLHV� IDOOLQJ� XQGHU� �L��� 0DQ\� HDUO\� HPSLULFDO� &65� VWXGLHV� LQWR� WKH� GHWHUPLQDQWV� RI� WKH�FRUSRUDWH�GHFLVLRQ�WR�GLVFORVH�VRFLDO�LQIRUPDWLRQ�WHQGHG�WR�IRFXV�RQ�WKH�SRWHQWLDO�UHODWLRQVKLSV�EHWZHHQ� VRFLDO� �DQG� HQYLURQPHQWDO�� GLVFORVXUHV�RI�D� ILUP�DQG� LWV� VRFLDO�SHUIRUPDQFH�DQG�RU�HFRQRPLF� SHUIRUPDQFH���� 8OOPDQQ� ������� DQG�� ODWHU�� %HONDRXL� DQG�.DUSLN� �������� FODVVLI\WKHVH�VWXGLHV�LQWR�WKUHH�W\SHV��D� VWXGLHV� ZKLFK� ORRNHG� LQWR� WKH� UHODWLRQVKLS� EHWZHHQ� VRFLDO� �DQG� HQYLURQPHQWDO��GLVFORVXUH� �6'�� DQG� VRFLDO� �DQG� HQYLURQPHQWDO�� SHUIRUPDQFH� �63�� �VHH�� IRU� H[DPSOH��$EERWW� DQG� 0RQVRQ�� ������ %HONDRXL� DQG� .DUSLN�� ������ %RZPDQ� DQG +DLUH�� ������)HNUDW� HW� DO��� ������ )UHHGPDQ� DQG� -DJJL�� ����D�� )U\� DQG� +RFN�� ������ ,QJUDP� DQG�)UD]LHU��������3UHVWRQ��������:LVHPDQ����������E� VWXGLHV� ZKLFK� ORRNHG� LQWR� WKH� UHODWLRQVKLS� EHWZHHQ� VRFLDO� SHUIRUPDQFH� �63�� DQG�HFRQRPLF� SHUIRUPDQFH� �(3�� �IRU� H[DPSOH�� $OH[DQGHU� DQG� %XFKKRO]�� ������ %RZPDQ�
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DQG�+DLUH��������&KHQ�DQG�0HWFDOI��������&RFKUDQ�DQG�:RRG��������)RJOHU�DQG�1XWW��������.HGLD�DQG�.XQW]��������0RVNRZLW]��������3DUNHW�DQG�(LOELUW��������5XI�HW�DO���������6SLFHU������D������E��6WXUGLYDQW�DQG�*LQWHU� ������9DQFH���������DQG��F� VWXGLHV�ZKLFK�ORRNHG�LQWR�WKH�UHODWLRQVKLS�EHWZHHQ�VRFLDO�GLVFORVXUH��6'��DQG�HFRQRPLF�SHUIRUPDQFH� �(3�� �IRU� H[DPSOH�� $EERWW� DQG� 0RQVRQ�� ������ $QGHUVRQ� DQG� )UDQNOH��������%HONDRXL��������%HONDRXL�DQG�.DUSLN��������%RZPDQ��������%RZPDQ�DQG�+DLUH�������� )UHHGPDQ� DQG� -DJJL�� ����D�� +DLUH�� ������ ,QJUDP�� ������ ,QJUDP� DQG� )UD]LHU��������-DJJL�DQG�)UHHGPDQ��������3UHVWRQ��������6KDQH�DQG�6SLFHU��������6RFLDO�SHUIRUPDQFH��63��KHUH�UHIHUV�WR�DQ�RUJDQL]DWLRQ¶V�UHVSRQVHV�WR�DQWLFLSDWHG�RU�H[LVWLQJ�VRFLDO� GHPDQGV� �6WUDQG�� �������+HQFH�� VWXGLHV�ZKLFK� IDOO� LQWR� WKLV� FDWHJRU\�ZHUH� JHQHUDOO\�LQWHUHVWHG� LQ� GLVFRYHULQJ� ZKHWKHU� WKRVH� FRPSDQLHV� ZKLFK� UHSRUWHG� PRUH� �RU� OHVV�� VRFLDO�LQIRUPDWLRQ� SHUIRUPHG� EHWWHU� �RU� ZRUVH�� IURP� D� VRFLHWDO� SHUVSHFWLYH�� WKH EDVLF� K\SRWKHVLV�EHLQJ� WKDW� WKH�TXDQWLW\�DQG�TXDOLW\�RI�6'� LV�SRVLWLYHO\�FRUUHODWHG�ZLWK�63��8OOPDQQ���������7KHUH� KDYH� DOVR� EHHQ� VRPH� VWXGLHV� ZKLFK� KDYH� H[SORUHG� WKH� UHODWLRQ� EHWZHHQ� VRFLDO�SHUIRUPDQFH� DQG� HFRQRPLF� UHWXUQV� WR� VKDUHKROGHUV� RU� UHWXUQ� UDWLRV� FRYHULQJ� GLIIHUHQW� WLPH�SHULRGV� UDQJLQJ� IURP� VHYHQ� PRQWKV� WR� WHQ� \HDUV� �8OOPDQQ�� ������� 7KH� OLQN� EHWZHHQ� D�FRPSDQ\¶V�VRFLDO�SHUIRUPDQFH�DQG�WKH�PDUNHW�YDOXH�RI�LWV�VHFXULWLHV�LV�EDVHG�RQ�D�QXPEHU�RI�GLIIHUHQW�OLQHV�RI�DUJXPHQW��6SLFHU������D���IRU�H[DPSOH��SRVLWV�WKDW�NQRZOHGJHDEOH�LQYHVWRUV��ZKHQ� FRQVLGHULQJ� ZKHWKHU� WR� LQYHVW� LQ� D� FRPSDQ\� RU� QRW�� ZRXOG� EH� LQIOXHQFHG� E\� D�FRUSRUDWLRQ¶V�VRFLDO�SHUIRUPDQFH�DQG�WKHUHIRUH�WKDW�VXFK�SHUIRUPDQFH�ZRXOG�KDYH�D�EHDULQJ�RQ� D� FRPSDQ\¶V� VKDUH� SULFH�� 7KLV� LV� VLPLODU� WR� WKH� DUJXPHQW� RI� $OH[DQGHU� DQG� %XFKKRO]�������� ZKR� YHQWXUHG� WKDW� VRFLDOO\� UHVSRQVLYH� ILUPV� DUH� DOVR� PRUH� SURILWDEOH� EHFDXVH� RI� D�FURVVRYHU� RI� WKH� PDQDJHPHQW� VNLOOV� UHTXLUHG� IRU� ERWK� HFRQRPLF� DQG� VRFLDO� SHUIRUPDQFH��+RZHYHU�� 8OOPDQQ� ������� VXJJHVWV� WKDW� WKH� UHODWLRQVKLS� EHWZHHQ� VRFLDO� DQG� HFRQRPLF�SHUIRUPDQFH� LV�SUREOHPDWLF�EHFDXVH�RI� WKH�H[LVWHQFH�RI�RWKHU�YDULDEOHV� WKDW�PD\�KDYH� WR�EH�LQFOXGHG�RU� FRQWUROOHG� IRU�� VXFK�DV� WKH� VRFLDO�EHOLHIV�RI� WKH� ILUP¶V�NH\�GHFLVLRQ�PDNHUV�� WKH�YLVLELOLW\�RI�WKH�ILUP�DQG�WKH�LQYHVWRU¶V�DELOLW\�WR�LQWHUSUHW�WKH�ILUP¶V�VRFLDO�SHUIRUPDQFH�DQG�WR� UHODWH� LW� WR� LQYHVWPHQW� GHFLVLRQV�� 0RUHRYHU�� WKH� ILQGLQJV� RI� +LQHV� ������� VXJJHVW� WKDW�VKDUHKROGHUV� DUH� OLNHO\� WR� GLIIHU� LQ� UHODWLRQ� WR� ERWK� WKHLU� H[SHFWDWLRQV� RI� IXWXUH� UHWXUQV� DQG�WKHLU� LQWHUSUHWDWLYH� VNLOOV�� +HQFH�� VRPH� LQYHVWRUV� PD\� ZHOO� VKDUH� )ULHGPDQ¶V� ������� ������YLHZ�RQ�D�ILUP¶V�VRFLDO�UHVSRQVLELOLWLHV�DQG�UHDFW�QHJDWLYHO\�WR�DQ�H[FHVVLYH�RU�RYHU�]HDORXV�PDQDJHULDO� FRQFHUQ�ZLWK� VRFLDO�SHUIRUPDQFH�� OHDGLQJ� WR�D�QHJDWLYH�RU�DQ� LQYHUWHG�8�VKDSHG�FRUUHODWLRQ�EHWZHHQ�63�DQG�(3��6WXGLHV� ZKLFK� ORRNHG� DW� WKH� UHODWLRQVKLS� EHWZHHQ� VRFLDO� GLVFORVXUH� �6'�� DQG� HFRQRPLF�SHUIRUPDQFH� �(3�� DOVR� LQFOXGH� VR�FDOOHG� µLQIRUPDWLRQ� FRQWHQW¶� VWXGLHV� ZKLFK� H[SORUH� WKH�H[WHQW� WR� ZKLFK� VRFLDO� GLVFORVXUH� UHGXFHV� LQYHVWRUV¶� LQIRUPDWLRQ� XQFHUWDLQW\�� XVLQJ�PDUNHW�YDULDEOHV DV� D� SUR[\� IRU� HFRQRPLF� SHUIRUPDQFH� �VHH�� IRU� H[DPSOH�� $QGHUVRQ� DQG� )UDQNOH��������%HONDRXL��������'LHUNHV�DQG�$QWDO��������(SVWHLQ�DQG�)UHHGPDQ��������,QJUDP��������-DJJL�DQG�)UHHGPDQ��������6KDQH�DQG�6SLFHU�����������µ,QIRUPDWLRQ�FRQWHQW¶�DWWUDFWHG�D�ORW�RI�LQWHUHVW� IURP� UHVHDUFKHUV�� HVSHFLDOO\� LQ�1RUWK�$PHULFD�� LQ� WKH�����V� DQG�HDUO\�����V� �IRU�D�UHYLHZ�RI�WKH�HDUO\�OLWHUDWXUH��VHH�*RQHGHV�DQG�'RSXFK���������3ULRU�WR�WKH�����V��WKH�XVHUV�RI�FRUSRUDWH�UHSRUWV�ZHUH�VHHQ�SUHGRPLQDQWO\�DV�EHLQJ�WKH�SURYLGHUV�RI�ORQJ�WHUP�DQG�VKRUW�WHUP�ILQDQFH� �L�H�� VKDUHKROGHUV�� ERQGKROGHUV� DQG� RWKHU� FUHGLWRUV�� DQG� WKXV�PXFK�RI� WKH� OLWHUDWXUH�IRFXVHG�RQ�VWRFN�PDUNHW�UHDFWLRQ�WR�WKH�SXEOLFDWLRQ�RI�VRFLDO�DQG�HQYLURQPHQWDO�SHUIRUPDQFH



3ULRU�UHVHDUFK

��

LQIRUPDWLRQ�� 7KH� DWWLWXGH� RI� LQYHVWRUV�� ZKR� UHSUHVHQW� D� PDMRU� FRQVWLWXHQF\� WR� ZKLFK� D�FRPSDQ\�LV�OHJDOO\�DFFRXQWDEOH��WRZDUGV�VRFLDO�DQG�HQYLURQPHQWDO�SHUIRUPDQFH�DQG�UHSRUWLQJ�ZDV�VHHQ�DV�EHLQJ�D�SRWHQWLDOO\�NH\�LVVXH�IRU�WKH�PDQDJHPHQW�RI�FRPSDQLHV�ZKRVH�VKDUHV�DUH�SXEOLFO\�WUDGHG�RQ�VWRFN�H[FKDQJHV��6RFLDO�GLVFORVXUHV�DUH�VDLG�WR�KDYH�µLQIRUPDWLRQ�FRQWHQW¶�LI�WKH\�UHGXFH�LQYHVWRUV¶�XQFHUWDLQW\�DV�WR�WKH�HFRQRPLF�ULVN�RI�D�ILUP��)URP�WKLV�SHUVSHFWLYH��LW� LV� QRUPDOO\� DVVXPHG� WKDW� FRPSDQLHV� GLVFORVLQJ� VRFLDO� UHVSRQVLELOLW\� LQIRUPDWLRQ� RQ� D�YROXQWDU\�EDVLV�DUH�ZRUNLQJ�RQ�WKH�SULQFLSOH�WKDW�WKH�YDOXH�RI�WKLV�LQIRUPDWLRQ�WR�LQYHVWRUV�LV�QRW�]HUR� �8OOPDQQ���������+HQFH��KLJKHU� OHYHOV�RI�VRFLDO�GLVFORVXUH�DUH�QRUPDOO\�SRVLWHG�DV�EHLQJ�SRVLWLYHO\�FRUUHODWHG�ZLWK�HFRQRPLF�SHUIRUPDQFH�DV�PHDVXUHG�E\�VWRFN�PDUNHW�UHWXUQV��+RZHYHU��UHVHDUFK�HYLGHQFH�RQ�WKH�µLQIRUPDWLRQ�FRQWHQW¶�RI�VRFLDO�UHVSRQVLELOLW\�GLVFORVXUHV�DQG� HFRQRPLF� SHUIRUPDQFH� LV� IDU� IURP� FOHDU�� ZLWK� VRPH� VWXGLHV� FRQFOXGLQJ� WKDW� WKH�VWRFN�PDUNHW� UHDFWV� WR�&65��VHH�� IRU�H[DPSOH��%HONDRXL��������$QGHUVRQ�DQG�)UDQNOH��������DQG�RWKHUV�ILQGLQJ�QR�HYLGHQFH�RI�D�UHODWLRQVKLS��VHH��IRU�H[DPSOH��$EERWW�DQG�0RQVRQ��������,Q� WKH�FRQWH[W�RI�&65HVS�DQG�&65�JHQHUDOO\�� WKH�SHUVSHFWLYH� WKDW�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUHV� PD\� FRQWDLQ� LQIRUPDWLRQ� WKDW� LV� UHOHYDQW� WR� WKH� QHHGV� RI� LQYHVWRUV LV� D�FRQWURYHUVLDO�RQH��7KLV� LV�EHFDXVH�VXFK�D�SHUVSHFWLYH�WHQGV�WR�EH�UHVHDUFKHG�IURP�ZLWKLQ�DQ�HIILFLHQW�PDUNHWV�K\SRWKHVLV��(0+��IUDPHZRUN�ZKHUHE\�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUH�LQ�DQQXDO�UHSRUWV�LV�YLHZHG�DV�SURYLGLQJ�LQIRUPDWLRQ�ZKLFK�LV�RI�YDOXH�WR�VKDUHKROGHUV�LQ�WKHLU�LQYHVWPHQW� DQG� ULVN� DSSUDLVDO� GHFLVLRQV�� 7KH� DVVXPSWLRQ� XQGHUO\LQJ� WKLV� DSSURDFK��SDUWLFXODUO\�LQ�1RUWK�$PHULFD��LV�WKDW�LI�WKH�UHSRUWLQJ�RI�VRFLDO�DQG�HQYLURQPHQWDO�LQIRUPDWLRQ�HOLFLWV�D� UHDFWLRQ� IURP� WKH� VWRFN�PDUNHW�� WKHQ� LQYHVWRUV�PXVW�EH�XWLOL]LQJ� WKH� LQIRUPDWLRQ� LQ�VRPH� ZD\� RU� RWKHU� WR� DGMXVW� WKHLU� H[SHFWDWLRQV� DQG�� LI� VR�� WKH� LQIRUPDWLRQ� PXVW� EH� XVHIXO��(SVWHLQ�DQG�)UHHGPDQ���������+RZHYHU��DOWKRXJK�WKH�(0+�KDV�EHHQ�ZHOO�UHVHDUFKHG��)DPD�������� ������� LWV� DSSOLFDWLRQ� WR� &65� KDV� UDLVHG� GRXEWV� LQ� WKH� PLQGV� RI� PDQ\� UHVHDUFKHUV��8OOPDQQ���������IRU�H[DPSOH��UDLVHV�WZR�VSHFLILF�TXDOLILFDWLRQV�x WKDW� VRFLDO�GLVFORVXUHV�DUH� OLNHO\� WR�GHSHQG�RQ�D�YDULHW\�RI�RWKHU� IDFWRUV�� LQFOXGLQJ�ILUP�VL]H��LQGXVWU\�DQG�FRPSDQ\�YLVLELOLW\��H[WHUQDO�SUHVVXUHV�DQG�H[HFXWLYH�YDOXHV��DQG�x LW� LV�QRW�FOHDU�ZKHWKHU� WKH�PRGHOV��H�J��(0+��DQG�HPSLULFDO�ILQGLQJV�LQ�UHODWLRQ�WR�ILQDQFLDO�GLVFORVXUHV�FDQ�EH�DSSOLHG� WR�VRFLDO�GLVFORVXUHV��QRWLQJ�WKDW�VKDUHKROGHUV¶�DELOLW\�WR�LQWHUSUHW�WKLV�LQIRUPDWLRQ�ZRXOG�EH�HYHQ�PRUH�GLIILFXOW�WKDQ�ZLWK�ILQDQFLDO�LQIRUPDWLRQ��VHH��IRU�H[DPSOH��+LQHV��������,Q� UHODWLRQ� WR� WKH� ODVW� LVVXH�� VRPH� UHVHDUFKHUV�KDYH�EHHQ�FULWLFDO�RI� WKH�XQGHUO\LQJ�XWLOLW\�RI�µLQIRUPDWLRQ� FRQWHQW¶� VWXGLHV�� WKHLU�PDLQ� DUJXPHQW�EHLQJ� WKDW�&65� LV�PRWLYDWHG�QRW� IURP�D�FRQFHUQ�ZLWK�WKH�LQIRUPDWLRQ�QHHGV�RI�VKDUHKROGHUV�DQG�WKH�EHKDYLRXU�RI�WKH�FDSLWDO�PDUNHWV��EXW� E\� RWKHU� FRQVLGHUDWLRQV�� VXFK� DV� WKH� PRUDO� DQG� VRFLDO� UHVSRQVLELOLWLHV� RI� EXVLQHVV� WR�VRFLHW\� �'RQDOGVRQ�� ������ *UD\� HW� DO��� ������ 0DWKHZV�� ����E�� 2ZHQ� HW� DO��� ������� 6XFK�UHVHDUFKHUV� FODLP� WKDW� &65� FDQ� EH� EHWWHU� XQGHUVWRRG� QRW� IURP� ZLWKLQ� DQ� HIILFLHQW� FDSLWDO�PDUNHWV�IUDPHZRUN�EXW�LQ�WHUPV�RI�D�VRFLDO�FRQWUDFW EHWZHHQ�RUJDQL]DWLRQV�DQG�VRFLHW\�XQGHU�ZKLFK� &65� LV� LQWHQGHG� WR� IXOILO� DQ� RUJDQL]DWLRQ¶V�PRUDO REOLJDWLRQV� WR� UHSRUW� WR� D� ZLGHU�DXGLHQFH� RWKHU� WKDQ� MXVW� VKDUHKROGHUV� DQG� VWRFN� PDUNHWV�� VXFK� DV� HPSOR\HHV�� ORFDO�FRPPXQLWLHV�� FRQVXPHUV� DQG� WKH� JHQHUDO� SXEOLF��0RUHRYHU�� UHFHQW� HPSLULFDO� UHVHDUFK� FDVWV�GRXEW� RQ� WKH� YLHZ� WKDW� VRFLDO� DQG� HQYLURQPHQWDO� LVVXHV� DUH� RI� LQWHUHVW� WR� WKH� ILQDQFLDO�FRPPXQLW\�� %XVLQHVV� LQ� WKH� (QYLURQPHQW� �%L(�� �������� LQ� D� VWXG\� RI� WKH� DWWLWXGHV� RI� ���
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LQYHVWPHQW�DQDO\VWV�LQ�WKH�FLW\�RI�/RQGRQ�RQ�HQYLURQPHQWDO�LVVXHV��IRXQG�WKDW�HQYLURQPHQWDO�LVVXHV� UDQN� UHODWLYHO\� YHU\� ORZ� LQ� DQDO\VWV¶� SULRULWLHV� LQ� WKH� FRQWH[W� RI� LQYHVWPHQW� DQDO\VLV��5DWKHU��WKHLU�UHSRUW�FRQFOXGHG�WKDW�DQDO\VWV¶�DVVHVVPHQWV�ZHUH�PDGH�RQ�WKH�EDVLV�RI�µUDWLRQDO¶�ILQDQFLDO�FULWHULD�ZLWK�RWKHU�LVVXHV�QRW�EHLQJ�VHHQ�DV�SDUW�RI�WKHLU�DVVHVVPHQWV�H[FHSW�LQVRIDU�DV� VXFK� LVVXHV� KDYH� ILQDQFLDO� FRQVHTXHQFHV�� ,QGHHG��%L(� ������� UHSRUW� WKDW� WKH�PDMRULW\� RI�DQDO\VWV� FRQVLGHUHG� HQYLURQPHQWDO� LVVXHV� DV� EHLQJ�LUUHOHYDQW�� 'HHJDQ� DQG 5DQNLQ¶V� �������VWXG\�LQWR�WKH�PDWHULDOLW\�RI�HQYLURQPHQWDO�LQIRUPDWLRQ�WR�XVHUV�RI�DQQXDO�UHSRUWV�IRXQG�WKDW�VWRFNEURNHUV� DQG� DQDO\VWV� JDYH� JUHDWHU� ZHLJKW� WR� ILQDQFLDO� LQGLFDWRUV� DQG� ORZHU� ZHLJKW� WR�HQYLURQPHQWDO� SHUIRUPDQFH�� 0XUUD\� HW� DO�¶V� ������� HPSLULFDO� LQYHVWLJDWLRQ� LQWR� WKH�UHODWLRQVKLS�EHWZHHQ�VKDUH�UHWXUQV�DQG�WKH�H[WHQW�RI�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUHV�IRU�ODUJH�8.�FRPSDQLHV�IDLOHG�WR�HVWDEOLVK�HLWKHU�D�OLQHDU�RU�QRQ�OLQHDU�DVVRFLDWLRQ�EHWZHHQ�WKHVH�WZR�YDULDEOHV�� HLWKHU�ZLWKLQ� VLQJOH� WLPH�SHULRGV�RU�RYHU� WLPH��7KHVH� UHVXOWV� VXJJHVW� WKDW� WKH�VWRFN�PDUNHWV�GR�QRW�GLVWLQJXLVK�EHWZHHQ�FRPSDQLHV�RQ�WKH�EDVLV�RI�WKH�DPRXQW�RI�VRFLDO�DQG�HQYLURQPHQWDO� LQIRUPDWLRQ�GLVFORVHG�� ,Q�RWKHU�ZRUGV�� ILQDQFLDO�PDUNHWV�GR�QRW�VHHP�WR�FDUH�DERXW�&65�0RUHRYHU��DQG�WKLV�LV�HTXDOO\�LPSRUWDQW�LQ�WKH�FRQWH[W�RI�HQYLURQPHQWDO�GLVFORVXUHV��WKHUH�LV�DQ�LQKHUHQW�DVVXPSWLRQ�LQ�VWXGLHV�ZKLFK�IRFXV�RQ�WKH�LQIRUPDWLRQ�FRQWHQW�RI�&65�WKDW�VXFK�GLVFORVXUHV�DUH�LQ�VRPH�ZD\�D�VXUURJDWH�IRU�UHDO�VRFLDO�DFWLYLW\�RU�UHOLDEOH�PHDVXUHV�RI�VRFLDO�DQG�HQYLURQPHQWDO�SHUIRUPDQFH��2ZHQ�HW�DO����������7KHUH�LV�VRPH�HYLGHQFH�WR�VXSSRUW� WKH�YLHZ� WKDW� &65� LV� DQ� LQDSSURSULDWH VXUURJDWH� IRU� D� FRPSDQ\¶V� VRFLDO� RU� HQYLURQPHQWDO�SHUIRUPDQFH�� 5RFNQHVV� ������� IRU� H[DPSOH�� DQDO\VHG� WKH� DELOLW\� RI�YDULRXV� XVHU� JURXSV� WR�HYDOXDWH�WKH�HQYLURQPHQWDO�SHUIRUPDQFH�RI�86�FRPSDQLHV�EDVHG�RQ�WKH�FRQWHQWV�RI�WKH�DQQXDO�UHSRUWV� EXW� IRXQG� QR� DVVRFLDWLRQ� EHWZHHQ� WKH� XVHU� JURXSV¶� SHUFHSWLRQV� RI� HQYLURQPHQWDO�SHUIRUPDQFH� DQG� WKRVH� RI� WKH� &RXQFLO� IRU� (FRQRPLF� 3ULRULWLHV� �&(3��� ZLWK� D� QHJDWLYH�DVVRFLDWLRQ�LQ�VRPH�FDVHV��5HVHDUFKHUV��DQG�SHUKDSV�HYHQ�WKH�VWRFN�PDUNHWV��PD\�EH�JXLOW\�RI�DVVRFLDWLQJ�&65�&('�ZLWK� VRFLDO� DQG� HQYLURQPHQWDO� SHUIRUPDQFH�RQ� WKH�QDwYH� DVVXPSWLRQ�WKDW� QRQ�WUDGLWLRQDO� GLVFORVXUHV� LQ� UHODWLRQ� WR�VRFLDO� DQG� HQYLURQPHQWDO� LVVXHV� LQ� WKH� DQQXDO�UHSRUW�FDQ�SHUIRUP�WKH�VDPH�IXQFWLRQ�DV�ILQDQFLDO�GLVFORVXUHV�LQ�VHUYLQJ�WKH�HFRQRPLF�QHHGV�RI� LQYHVWRUV��7KLV� LVVXH�EHFRPHV�DOO� WKH�PRUH�VLJQLILFDQW�ZKHQ�UHFRJQLVLQJ� WKDW�PRVW�VRFLDO�DQG� HQYLURQPHQWDO� GLVFORVXUH� LV�PDGH�YROXQWDULO\�E\�PDQDJHPHQW� DQG� LV�PRVWO\�XQDXGLWHG��OHDGLQJ�VRPH�WR�VXJJHVW�WKDW�PDQDJHPHQW�GLVFORVHV�LQIRUPDWLRQ�ZKLFK�LW�DUELWUDULO\�FRQVLGHUV�WR� EH� µVRFLDOO\� UHOHYDQW¶� VXEMHFW� WR� FRVW�EHQHILW� FRQVLGHUDWLRQV� �*XWKULH� DQG� 3DUNHU�� ������3X[W\��������<DPDJDPL�DQG�.RNREX���������7KLV�LV�D�IDU�IURP�WULYLDO�LVVXH�DQG�RQH�ZKLFK�LV�UHWXUQHG�WR�ODWHU�ZKHQ�H[SORULQJ�RUJDQL]DWLRQDO�OHJLWLPDF\�WKHRU\�LQ�&KDSWHU���7KH�RYHUDOO�UHVXOWV�RI�WKH�YDULRXV�VWXGLHV�RQ�WKH�LQWHUUHODWLRQVKLSV�EHWZHHQ�VRFLDO�GLVFORVXUH��VRFLDO�SHUIRUPDQFH�DQG�HFRQRPLF�SHUIRUPDQFH�DUH��DW�EHVW��LQFRQFOXVLYH�ZLWK�QR�FOHDU�RYHUDOO�SLFWXUH� HPHUJLQJ�� 8OOPDQQ� �������� LQ� DQ� H[WHQVLYH� UHYLHZ� RI� WKH� OLWHUDWXUH� DW� WKH� WLPH��GHVFULEHG�WKH�RYHUDOO�VLWXDWLRQ�DV�µGDWD�LQ�VHDUFK�RI�D�WKHRU\¶��FRQFOXGLQJ�WKDW�WKHUH�GRHV�QRW�DSSHDU�WR�EH�D VLQJOH UHDVRQ�ZK\�ILUPV�FKRRVH�WR�GLVFORVH�VRFLDO�LQIRUPDWLRQ����%HONDRXL�DQG�.DUSLN� �������� LQ� DQRWKHU� H[WHQVLYH� UHYLHZ�� FRQFOXGHG� WKDW� ³«� GHSHQGLQJ� RQ� WKH� W\SH� RI�FRQFHSWXDOLVDWLRQ� DQG� RSHUDWLRQDOL]DWLRQ RI� NH\� YDULDEOHV�� WKH� UHVXOWV� UDQJH� IURP� VWURQJ�FRUUHODWLRQ�WR�QR�FRUUHODWLRQ�«´��S������VXJJHVWLQJ�WKDW�WKH�GLYHUVLW\�RI�UHVXOWV�ZDV�GRZQ�WR�WKH� IDLOXUH� WR� DQDO\VH� WKH� UHODWLRQVKLS� DPRQJ� VRFLDO� GLVFORVXUH�� VRFLDO� SHUIRUPDQFH� DQG�HFRQRPLF� SHUIRUPDQFH� ZLWKLQ� D� VLQJOH� FRQFHSWXDO� IUDPHZRUN�� +RZHYHU�� SHUKDSV� WKH� PRVW�LPSRUWDQW� ILQGLQJ� WR�FRPH�RXW�RI�DOO� WKHVH�VWXGLHV� LV� WKDW� WKH�UHODWLRQVKLS�EHWZHHQ�&65�DQG�
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DQRWKHU�YDULDEOH� LV�FRQWLQJHQW�RQ�PDQ\�RWKHU�HQGRJHQRXV�DQG�H[WUDQHRXV�YDULDEOHV��VHH��IRU�H[DPSOH�� ,QJUDP� DQG�)UD]LHU�� ������7URWPDQ� DQG�%UDGOH\�� ������� ,Q�SDUWLFXODU�� WKHVH�RWKHU�YDULDEOHV�DUH�OLNHO\�WR�UHIOHFW�D�KRVW�RI�VRFLR�HFRQRPLF�DQG�VRFLR�SROLWLFDO�YDOXHV��LQIOXHQFHV�DQG� SUHVVXUHV� UHIOHFWLQJ� ILUP� FKDUDFWHULVWLFV�� SROLWLFDO� FRQVWUDLQWV�� DJHQF\� UHODWLRQVKLSV��EHWZHHQ�PDQDJHUV�DQG�RXWVLGH�VKDUHKROGHUV���FRQWUDFWXDO�UHODWLRQVKLSV�ZLWK�RWKHU�³LQSXWV´�WR�WKH� ILUP�� DQG� WKH� UHJXODWRU\� HQYLURQPHQW�� $PLGVW� WKLV� FRPSOH[� DUUD\� RI� YDULDEOHV�� UHFHQW�VWXGLHV��VHH��IRU�H[DPSOH��*UD\�HW�DO�������E��+DFNVWRQ�DQG�0LOQH��������KDYH�DWWHPSWHG�WR�GLVWLO� IURP� WKH� &65� OLWHUDWXUH� RYHU� WKH� ODVW� WKLUW\� \HDUV� RU� VR� DQ� RYHUDOO� SLFWXUH� RI� WKH�UHODWLRQVKLS� EHWZHHQ� ILUP� FKDUDFWHULVWLFV� DQG� &65�� *HQHUDOO\� VSHDNLQJ�� VXFK� VWXGLHV� KDYH�GHPRQVWUDWHG� WKH� H[LVWHQFH� RI� DVVRFLDWLRQV� EHWZHHQ� VRFLDO� GLVFORVXUHV� DQG� VRPH� ILUP�FKDUDFWHULVWLFV� VXFK� DV� VL]H�� LQGXVWU\� DQG� FRXQWU\�� DOWKRXJK� DQ\� RYHUDOO� FRQFOXVLRQV� PXVW�UHPDLQ� WHQWDWLYH� GXH� WR� D� ODFN� RI� FRPSDUDELOLW\�� DQ� DEVHQFH� RI� UHSOLFDWLRQ� DQG� LQFRQVLVWHQW�UHVXOWV��+RZHYHU�� DV� UHSUHVHQWHG� LQ�)LJXUH����� DERYH��WZR�SDUWLFXODU�FDWHJRULHV�RI�YDULDEOHV�DUH�JHQHUDOO\�SHUFHLYHG�DV�SURYLGLQJ�PXFK�SURPLVH�DV�UHJDUGV�H[SODQDWLRQV�IRU�YDULDWLRQV�LQ�WKH� SRSXODULW\� DQG� YROXPH� RI� &65�&('�� 7KHVH� YDULDEOHV� DUH� H[SORUHG� LQ� WKH� QH[W� WZR�VHFWLRQV�
��� )LUP�FKDUDFWHULVWLFV�DQG�&657KLV�VHFWLRQ�SURYLGHV�D�UHYLHZ�RI�SULRU�&65�UHVHDUFK�ZKLFK�KDV�EHHQ�FRQFHUQHG�ZLWK�SXWDWLYH�DVVRFLDWLRQV� EHWZHHQ� ILUP� FKDUDFWHULVWLFV� DQG� &65� GLVFORVXUHV�� )LUP� FKDUDFWHULVWLFV� LQ� WKLV�FRQWH[W�UHIHU�WR�DQ�DVSHFW�RU�IHDWXUH�RI�DQ�RUJDQL]DWLRQ�ZKLFK�FDQ�EH�LGHQWLILHG��PHDVXUHG�DQG�UHODWHG�WR�WKDW�RUJDQL]DWLRQ��0RVW�HPSLULFDO�&65�VWXGLHV�FDUULHG�RXW�RYHU�WKH�ODVW����\HDUV�RU�VR� JHQHUDOO\� LQYROYH� �L�� LGHQWLI\LQJ� D� ILUP� FKDUDFWHULVWLF�ZKLFK�� EDVHG� RQ� SULRU� UHVHDUFK� RU�LQIRUPHG� DVVXPSWLRQV�� LV� SUHGLFDWHG� WR� EH� UHODWHG� LQ� VRPH� ZD\� RU� RWKHU� WR� &65�� DQG� �LL��WHVWLQJ� IRU� WKH� H[LVWHQFH� RI� DQ� DVVRFLDWLRQ� EHWZHHQ� WKH� FKRVHQ� FKDUDFWHULVWLF�V�� DQG� WKH�SRSXODULW\� DQG�RU� YROXPH� RI� &65�� /MXQJGDKO� �����E�� VXJJHVWV� WKDW�� DV� DQ� H[DPSOH� RI�YROXQWDU\�GLVFORVXUH��&('�SUDFWLFH�PD\��WR�VRPH�H[WHQW��EH�DIIHFWHG�E\�WKH�VDPH�IDFWRUV�WKDW�DUH�DVVRFLDWHG�ZLWK�WKH�GLVFORVXUH�RI�RWKHU�YROXQWDU\�LQIRUPDWLRQ��9DULRXV�VWXGLHV�KDYH�EHHQ�PDGH� LQ� WKLV� DUHD� ZKLFK� VXJJHVW� WKDW� LW� LV� ILUP� FKDUDFWHULVWLFV� VXFK� DV� VL]H� DQG� FRPSDQ\�GLVFORVXUH� VWUDWHJ\� RU� SRVLWLRQ� ZKLFK� DUH� DVVRFLDWHG� ZLWK� WKH� YROXQWDU\� GLVFORVXUH� RI�LQIRUPDWLRQ��VHH��IRU�H[DPSOH��&RRN��������*LEELQV�HW�DO���������DQG��0HHN�HW�DO������������,Q�WKH� VSHFLILF� FRQWH[W� RI� &65� DQG� &('�� WKH� W\SH� RI� ILUP� FKDUDFWHULVWLFV� FKRVHQ� IRU� VWXG\�QRUPDOO\�LQFOXGH�RQH�RU�PRUH�RI�WKH�IROORZLQJ��VHH��IRU�H[DPSOH��$EERWW�DQG�0RQVRQ��������$QGHUVRQ��������%HONDRXL��������&RZHQ�HW�DO���������%RZPDQ�DQG�+DLUH��������(UQVW�DQG�(UQVW�� ����������� 7URWPDQ�� ������ 7URWPDQ� DQG� %UDGOH\�� ������� SURILW�� VL]H�� LQGXVWU\�DIILOLDWLRQ�� FRXQWU\� RI� XOWLPDWH� RZQHUVKLS�� FDSLWDO� VWUXFWXUH�� FRVW� RI� FDSLWDO� DQG� V\VWHPDWLF�ULVN��GXDO�VWRFN�PDUNHW�OLVWLQJV��PDQDJHPHQW�VW\OH��PDQDJHPHQW¶V�GHFLVLRQ�KRUL]RQ��DQG��WKH�H[LVWHQFH� RI� D� VRFLDO� UHVSRQVLELOLW\� FRPPLWWHH�� 7DEOH� ���� EHORZ� SURYLGHV� D� VXPPDU\� RI�VHOHFWHG�VWXGLHV�RI�DVVRFLDWLRQV�EHWZHHQ�ILUP�FKDUDFWHULVWLFV�DQG�&65�&('�LQ�FKURQRORJLFDO�RUGHU��6WXGLHV�ZKLFK�IRFXV�VSHFLILFDOO\�RQ�&('�DUH�KLJKOLJKWHG�LQ�LWDOLFV��:KLOVW�QRW�LQWHQGHG�WR�VHUYH�DV�D�FRPSOHWH��H[KDXVWLYH�SLFWXUH��7DEOH�����LV�DUJXDEO\�UHSUHVHQWDWLYH�RI�SULRU�&65�VWXGLHV� LQ� WKLV� ILHOG� DQG� SURYLGHV� DQ� LQGLFDWLRQ� RI� WKH� QDWXUH�� IRFXV� DQG� UHVXOWV� RI� VWXGLHV�FRQFHUQHG�VSHFLILFDOO\�ZLWK�WHVWV�RI�DVVRFLDWLRQ��$�PRUH�GHWDLOHG�GLVFXVVLRQ�RI�WKH�UHVXOWV�RI�WKHVH� VWXGLHV� DV� WKH\� UHODWH� WR� LQGLYLGXDO� ILUP� FKDUDFWHULVWLFV� LV� SURYLGHG� EHORZ�



7DEOH����(PSLULFDO��VWDWLVWLFDO��VWXGLHV�RI�&65�&('�DQG�FRUSRUDWH�FKDUDFWHULVWLFV��LQ�FKURQRORJLFDO�RUGHU�6WXG\ 6XEMHFW��VDPSOH�VL]H��VRXUFH�GRFXPHQWV�DQG�\HDU�V�D
'HSHQGHQW�YDULDEOH�DQG�EDVLV�RI�PHDVXUHPHQW 6WDWLVWLFDO�WHVWV�SHUIRUPHG ,QGHSHQGHQW�YDULDEOHV 5HVXOWV

%RZPDQ�DQG�+DLUH������� &65�LQ�$5V�RI����ILUPV�LQ�IRRG�SURFHVVLQJ�������
6RFLDO�UHVSRQVLELOLW\�SURVH�LQ�$5 /LQHDU�UHJUHVVLRQ 3URILWDELOLW\��52(� 8�VKDSHG�FRUUHODWLRQ��KLJKHVW�52(�IRU�PLGGOH�GLVFORVHUV

%RZPDQ������� &65�LQ�$5V�RI����ILUPV�LQ�HOHFWURQLF�FRPSXWLQJ�������
6RFLDO�UHVSRQVLELOLW\�SURVH�LQ�$5 /LQHDU�UHJUHVVLRQ 3URILWDELOLW\��52(� 3RVLWLYH�DVVRFLDWLRQ

3UHVWRQ������� &65�LQ�$5V�RI�)RUWXQH�����)LUPV������� 4XDQWLW\�RI�VRFLDO�GLVFORVXUHV�LQ���\HDUV�EHWZHHQ��������
/LQHDU�UHJUHVVLRQ 3URILWDELOLW\��52(� :HDN�SRVLWLYH�DVVRFLDWLRQ

$EERWW�	�0RQVRQ������� ����ILUPV�EDVHG�RQ�(UQVW�	�(UQVW�VWXG\�UHVXOWV�RI�&65�LQ�$5V�RI�)RUWXQH�WRS�����FRPSDQLHV�������
1XPEHU�DQG�W\SH�RI�&65����FDWHJRULHV� /LQHDU�UHJUHVVLRQ 3URILWDELOLW\��52(� 1RQH��DOWKRXJK�IRU�ODUJHVW�ILUPV�VOLJKWO\�SRVLWLYH�DVVRFLDWLRQ

6SLFHU������D� ���86�ILUPV�LQ�SXOS�DQG�SDSHU�LQGXVWU\���������� &(3�SROOXWLRQ�SHUIRUPDQFH�LQGH[ /LQHDU�UHJUHVVLRQ 3URILWDELOLW\��VL]H��WRWDO�ULVN��V\VWHPDWLF�ULVN� 3�(�UDWLR
$VVRFLDWLRQ�EHWZHHQ�SROOXWLRQ�FRQWURO�DQG�SURILWDELOLW\������VL]H������V\VWHPDWLF�ULVN������WRWDO�ULVN�����DQG�3�(�UDWLR����

,QJUDP�DQG�)UD]LHU������� ���86�ILUPV�VXEMHFWHG�WR�&(3�SHUIRUPDQFH�LQGLFHV�������WR�����
([WHQVLYHQHVV�RI�W\SH�DQG�QDWXUH�RI�HQYLURQPHQWDO�GLVFORVXUHV�LQ�$5

/LQHDU�UHJUHVVLRQ (QYLURQPHQWDO�SHUIRUPDQFH�XVLQJ�&(3�LQGH[�VFRUHV
1R�VLJQLILFDQW�DVVRFLDWLRQ



6WXG\ 6XEMHFW��VDPSOH�VL]H��VRXUFH�GRFXPHQWV�DQG�\HDU�V�
'HSHQGHQW�YDULDEOH�DQG�EDVLV�RI�PHDVXUHPHQW 6WDWLVWLFDO�WHVWV�SHUIRUPHG ,QGHSHQGHQW�YDULDEOHV 5HVXOWV

7URWPDQ�	�%UDGOH\������� ����$5V�RI�����$XVWUDOLDQ�ODUJHVW�OLVWHG�FRPSDQLHV�������
([WHQVLYHQHVV�RI�&65�LQ�$5 1RQ�SDUDPHWULF�WHVWV 6L]H��V\VWHPDWLF�ULVN��PDQDJHPHQW¶V�GHFLVLRQ�KRUL]RQ��VRFLDO�FRQVWUDLQWV�

6L]H�����DQG�VRFLDO�SUHVVXUHV�����VLJQLILFDQWO\�DVVRFLDWHG�ZLWK�&65��
&RZHQ�HW�DO��������� ����ILUPV�EDVHG�RQ�(UQVW�	�(UQVW�VWXG\�UHVXOWV�RI�&65�LQ�$5V�RI�)RUWXQH�WRS�����FRPSDQLHV�������

1XPEHU�DQG�W\SH�RI�&65����FDWHJRULHV� /LQHDU�UHJUHVVLRQ ,QGXVWU\��SURILWDELOLW\��VL]H��VRFLDO�UHVSRQVLELOLW\�FRPPLWWHH
6L]H������LQGXVWU\�DVVRFLDWHG�ZLWK�GLIIHUHQW�W\SHV��DQG�65&�ZLWK�RQH�SDUWLFXODU�W\SH��RI�GLVFORVXUH��$GM��5�  ������

)UHHGPDQ�	�-DJJL������� ����86�ILUPV�PDWHULDOO\�DIIHFWHG�E\�6(&�SROOXWLRQ�UHJXODWLRQV�IRU�GLVFORVXUHV�LQ���.V�LQ������	�����
([WHQVLYHQHVV�RI�SROOXWLRQ�GLVFORVXUHV 3HDUVRQ�SURGXFW�PRPHQW�FRUUHODWLRQ�FR�HIILFLHQWV (FRQRPLF�SHUIRUPDQFH��XVLQJ���SUR[LHV�LQFO��UHWXUQ�RQ�DVVHWV�DQG�UHWXUQ�RQ�HTXLW\�

1R�VLJQLILFDQW�DVVRFLDWLRQ�IRU�WRWDO�VDPSOH��$W�VHFWRU�OHYHO��RQH�VHFWRU��RLO�UHILQLQJ��KDG�D�VLJQLILFDQW�����DVVRFLDWLRQ��)RU�WRS�TXDUWLOH��VLJQLILFDQW�DVVRFLDWLRQ�����
%HONDRXL�	�.DUSLN�������� ���ODUJH�86�ILUPV�EDVHG�RQ�WKH�ILUVW�(UQVW�	�(UQVW�VWXG\�������

1XPEHU�RI�VRFLDO�SURJUDPPHV�GLVFORVHG /LQHDU�UHJUHVVLRQ� 6L]H��SURILWDELOLW\��VRFLDO�SHUIRUPDQFH�DQG�FRQWUDFWLQJ�FRVWV
6L]H������PDUNHW�ULVN������VRFLDO�SHUIRUPDQFH������OHYHUDJH�������$GM��5�  ������

3DWWHQ�������� &65�LQ�WKH�$5V�RI�����)RUWXQH�����FRPSDQLHV�������
9ROXPH�RI�VRFLDO�GLVFORVXUH����JURXSV��KLJK�GLVFORVXUH�DQG�ORZ�GLVFORVXUH�

/LQHDU��2/6��UHJUHVVLRQ� ,QGXVWU\��SURILWDELOLW\��VL]H ,QGXVWU\�����	�6L]H������$GM��5�  ������



6WXG\ 6XEMHFW��VDPSOH�VL]H��VRXUFH�GRFXPHQWV�DQG�\HDU�V�
'HSHQGHQW�YDULDEOH�DQG�EDVLV�RI�PHDVXUHPHQW 6WDWLVWLFDO�WHVWV�SHUIRUPHG ,QGHSHQGHQW�YDULDEOHV 5HVXOWV

3DWWHQ������� &65�LQ�$5V�RI����ILUPV�LQ�SHWUROHXP�LQGXVWU\�������������
,QFUHDVH�LQ�HQYLURQPHQWDO�GLVFORVXUHV�IROORZLQJ�([[RQ�9DOGH]�LQFLGHQW

/LQHDU�UHJUHVVLRQ 6L]H��WXUQRYHU��DQG�LQYROYHPHQW�LQ�µ$O\HVND¶�FRQVRUWLXP�
6LJQLILFDQW�IRU�ERWK�VL]H�����DQG�$O\HVND�������$GM��5�  �������

5REHUWV��&��������E &65�LQ�WKH�$5V�RI�����FRPSDQLHV�FRYHULQJ���(XURSHDQ�FRXQWULHVE
1XPEHU�RI�UHSRUWHG�&65�FDWHJRULHV����FDWHJRULHV����HQY����+	6����HPSOR\PHQW�

/LQHDU�UHJUHVVLRQ��$129$� &RXQWU\ 6LJQLILFDQW�DVVRFLDWLRQ�DW�RYHUDOO�OHYHO
1HVV�	�0LU]D������� &65�LQ�WKH�$5V�RI�����ODUJHVW�8.�LQGXVWULDO�FRPSDQLHV�������

1XPEHU�DQG�W\SH�RI�&65����FDWHJRULHV� 1RQ�SDUDPHWULF�WHVWV��3HDUVRQ¶V�FKL�6TXDUH� ,QGXVWU\��RLO�VHFWRU�HQYLURQPHQWDO�GLVFORVXUHV� 6LJQLILFDQW�DVVRFLDWLRQ����
5REHUWV��5��������� 5HVXOWV�RI�&(3¶V�VWXG\�RI�VRFLDO�UHVS��DFWLYLWLHV�UHSRUWHG�LQ�$5V�RI�����ODUJH�)RUWXQH�����86$�FRPSDQLHV�������WR������

&(3¶V�UDWLQJ�RI�FRUSRUDWH�VRFLDO�GLVFORVXUH�SHUIRUPDQFH��SRRU��JRRG��H[FHOOHQW�
/RJLVWLF�UHJUHVVLRQ� 6WDNHKROGHU�SRZHU��VWUDWHJLF�SRVWXUH��HFRQRPLF�SHUIRUPDQFH��VL]H�	�LQGXVWU\

0L[HG�UHVXOWV��ZLWK�VRPH�YDULDEOHV�VLJQLILFDQW��QRWDEO\�VWDNHKROGHU�SRZHU������VWUDWHJLF�SRVWXUH�����DQG�LQGXVWU\��$GM��5�  �������+DFNVWRQ�	�0LOQH������� &65�LQ�$5V�RI�WRS����OLVWHG�1HZ�=HDODQG�FRPSDQLHV�������
$PRXQW�RI�UHSRUWHG�&65�LQ�WHUPV�RI�VHQWHQFHV�DQG�TXDQWLW\����WKHPHV�

/LQHDU�UHJUHVVLRQ 6L]H��SURILWDELOLW\��LQGXVWU\��RYHUVHDV�OLVWLQJ 6L]H������LQGXVWU\������RYHUVHDV�OLVWLQJ��$GM��5�  �������



6WXG\ 6XEMHFW��VDPSOH�VL]H��VRXUFH�GRFXPHQWV�DQG�\HDU�V�
'HSHQGHQW�YDULDEOH�DQG�EDVLV�RI�PHDVXUHPHQW 6WDWLVWLFDO�WHVWV�SHUIRUPHG ,QGHSHQGHQW�YDULDEOHV 5HVXOWV

0RKDPHG�DQG�+LOO������� &('�LQ�$5V�RI�����ODUJH�8.�FRPSDQLHV����������
,QFLGHQFH�DQG�DPRXQW�RI�&('�GLVFORVXUHV�����FDWHJRULHV�

&KL�VTXDUHV�WHVW�RQ�LQFLGHQFH��PXOWLSOH�UHJUHVVLRQ�QRQ�SDUDPHWULF�WHVWV�RQ�TXDQWLW\
,QGXVWU\��HQYLURQPHQWDO�VHQVLWLYLW\���VL]H ,QGXVWU\������VL]H������$GM��5�� ��������

$O�1DMMDU������� &65�LQ�WKH�$5V�RI�����86�)RUWXQH�����FRPSDQLHV�������
1XPEHU�DQG�W\SH�RI�&65����FDWHJRULHV� /LQHDU�UHJUHVVLRQ 6L]H��SURILWDELOLW\��LQGXVWU\ 6L]H������SURILWDELOLW\������$GM��5�� ������

+DOPH�	�+XVH�������� &('�LQ�$5V�RI�����ODUJH�FRPSDQLHV�IURP���FRXQWULHV�������
4XDQWLW\�RI�&('����JURXSV� /RJLVWLF�UHJUHVVLRQ ,QGXVWU\��VL]H��FRXQWU\��RZQHUVKLS�FRQFHQWUDWLRQ��ERDUG�VL]H

,QGXVWU\������FRXQWU\
$GDPV�HW�DO��������E &65�LQ�$5V�RI�����ODUJH�FRPSDQLHV�IURP���FRXQWULHV�������E

4XDQWLW\�	�W\SH�RI�&65����JURXSV��HQYLURQPHQWDO��HPSOR\HH�DQG�HWKLFDO�
/LQHDU�UHJUHVVLRQ��$129$�WHVWV� ,QGXVWU\��VL]H��FRXQWU\ 6L]H������LQGXVWU\������FRXQWU\

2¶'Z\HU�DQG�*UD\������� 6WXG\�RI�&65�LQ�$5V�RI����ODUJHVW�,ULVK�OLVWHG�FRPSDQLHV�������WR������
4XDQWLW\�DQG�W\SH�RI�&65����JURXSV��+5��HQYLURQPHQW�DQG�FRPPXQLW\�

1RQ�SDUDPHWULF�WHVWV��6SHDUPDQ�5DQN�&RUUHODWLRQ�&RHIILFLHQWV��VL]H��	�.UXNVDO�:DOOLV��&KL�VTXDUHV��WHVW��LQGXVWU\�

,QGXVWU\��VL]H��PDUNHW�FDSLWDOLVDWLRQ� 6L]H������DOO�\HDUV���LQGXVWU\������VRPH�\HDUV�



6WXG\ 6XEMHFW��VDPSOH�VL]H��VRXUFH�GRFXPHQWV�DQG�\HDU�V�
'HSHQGHQW YDULDEOH�DQG�EDVLV�RI�PHDVXUHPHQW 6WDWLVWLFDO�WHVWV�SHUIRUPHG ,QGHSHQGHQW�YDULDEOHV 5HVXOWV

/MXQJGDKO������D�� 6WXG\�RI�&('�LQ�$5V�	�VWDQG�DORQH�(5V�RI����OLVWHG�6ZHGLVK�FRPSDQLHV��������������
4XDQWLW\�RI�&(' /LQHDU�UHJUHVVLRQ��4XDQWLW\�RI�&('��QXPEHU�RI�SDJHV�

,QGXVWU\��SURILWDELOLW\��VL]H��RZQHUVKLS��OHYHUDJH ,QGXVWU\������RZQHUVKLS�������$GM��5�  ������
*UD\�HW�DO�������� 6WXG\�RI�&65�LQ�$5V�RI�WRS�����8.�OLVWHG�FRPSDQLHV�������WR��������DOWKRXJK�WKH�DFWXDO�QXPEHU�HPSOR\HG�LQ�HDFK�UHJUHVVLRQ�YDULHG�IURP����WR����

4XDQWLW\�DQG�W\SH�RI�&65����JURXSV��HQYLURQPHQWDO��HPSOR\HH�DQG�FRPPXQLW\�
/LQHDU��2/6��UHJUHVVLRQ��4XDQWLW\�RI�&('��QXPEHU�RI�SDJHV�

6L]H��WXUQRYHU��FDSLWDO�HPSOR\HG��QR��RI�HPSOR\HHV���SURILWDELOLW\�DQG�LQGXVWU\
,QFRQVLVWHQW�UHVXOWV�ZKHQ�ORRNLQJ�DW�UHJUHVVLRQV�RQ�WRWDO�&65�IRU�DOO�\HDUV�ZLWK�RQO\����RXW�RI����UHJUHVVLRQV�EHLQJ�VWDWLVWLFDOO\�VLJQLILFDQW��,QGXVWU\�VHFWRU�DSSHDUV�WR�EH�D�PRUH�VLJQLILFDQW�IDFWRU�

1RWHV�D� $EEUHYLDWLRQV��$5� �$QQXDO�5HSRUWV��(5� �(QYLURQPHQW�UHSRUWV��&65� �&RUSRUDWH�6RFLDO�5HSRUWLQJ��&('� �&RUSRUDWH�(QYLURQPHQWDO�'LVFORVXUH��&(3� �&RXQFLO�RQ�(FRQRPLF�3ULRULWLHV��86$���&$� �FRQWHQW�DQDO\VLV������	�����GLUHFWLRQ�RI�DVVRFLDWLRQ��ZKHUH�D�SOXV�VLJQ�LQGLFDWHV�D�SRVLWLYH�DVVRFLDWLRQ�DQG�D�PLQXV�VLJQ�D�QHJDWLYH�DVVRFLDWLRQ�E� 7KH�ILYH�(XURSHDQ�FRXQWULHV�LQFOXGHG�LQ�WKH�5REHUWV��&���������VWXG\�ZHUH�)UDQFH��*HUPDQ\��WKH�1HWKHUODQGV��6ZHGHQ�DQG�6ZLW]HUODQG��7KH�VL[�(XURSHDQ�FRXQWULHV�LQFOXGHG�LQ�WKH�$GDPV�HW�DO���������VWXG\�ZHUH��)UDQFH��*HUPDQ\��WKH�1HWKHUODQGV��6ZHGHQ��6ZLW]HUODQG�DQG�WKH�8.��



3ULRU�UHVHDUFK

��

�L��6L]H&RPSDQ\�VL]H�LV�SHUKDSV�WKH�PRVW�FRPPRQ�ILUP�FKDUDFWHULVWLF�LQ�WKH�&65�OLWHUDWXUH�DQG�KDV�FRQVLVWHQWO\� EHHQ� IRXQG� WR� EH� VLJQLILFDQWO\� DVVRFLDWHG� ZLWK� YROXQWDU\� VRFLDO� UHVSRQVLELOLW\�GLVFORVXUHV� �VHH�� IRU� H[DPSOH�� $GDPV�HW� DO�� ������ ������ %URFNKRII�� ������ &RZHQ� HW� DO���������'HHJDQ�DQG�*RUGRQ��������'LHUNHV�DQG�&RSSRFN��������(LOELUW�DQG�3DUNHW��������*UD\�HW� DO��� ������ +DFNVWRQ� DQG� 0LOQH�� ������ 2¶'Z\HU� DQG� *UD\�� ������ 3DWWHQ�� ������ ������7URWPDQ� DQG� %UDGOH\�� ������� +RZHYHU�� &RZHQ� HW� DO�� ������� IRXQG� WKDW� WKH� DVVRFLDWLRQ�H[LVWHG�RQO\�LQ�WKH�FDVH�RI�FHUWDLQ�DUHDV�RI�GLVFORVXUH��PDLQO\�HQYLURQPHQWDO�DQG�FRPPXQLW\�EDVHG�� DQG� RQH� VWXG\� �6LQJK� DQG� $KXMD�� ����� ± QRW� VKRZQ� LQ� 7DEOH� ����� IRXQG� QRUHODWLRQVKLS��3UHYLRXV�VWXGLHV�KDYH�XVHG RQH�RU�PRUH�RI�WKH�IROORZLQJ�VXUURJDWHV�IRU�VL]H��VHH��IRU�H[DPSOH��%HONDRXL�DQG�.DUSLN��������*UD\�HW�DO���������.LPEHUO\��������1HZERXOG�DQG�:LOVRQ��������3DWWHQ��������������������5REHUWV��5����������QXPEHU�RI�HPSOR\HHV��WRWDO�ERRN�YDOXH� RI� DVVHWV�� UHSRUWHG� HDUQLQJV� �ERRN� SURILWV��� VDOHV� WXUQRYHU�� ORJ� RI� QHW� VDOHV�� FDSLWDO�HPSOR\HG��PDUNHW�FDSLWDOLVDWLRQ��DQG��DQ�LQGH[�UDQN��H�J��)RUWXQH�������:KLOVW�QR�WKHRUHWLFDO�UHDVRQV�H[LVW�IRU�WKH�FKRLFH�RI�D�SDUWLFXODU�PHDVXUH�RI�VL]H��+DFNVWRQ�DQG�0LOQH���������LQ�WKH�FDVH�RI�ODUJH�EDQNV�DQG�RWKHU�ILQDQFLDO�LQVWLWXWLRQV��WKHLU�WRWDO�DVVHWV�WHQG�WR�EH�PXFK�JUHDWHU�WKDQ� WKH� WRWDO� DVVHWV� RI� LQGXVWULDO� DQG� RWKHU� VHUYLFH� FRPSDQLHV� �VHH�� IRU� H[DPSOH�� %DUURZ���������0RUHRYHU�� WKH� WHUP� µWXUQRYHU¶�GRHV�QRW�KDYH� WKH� VDPH�PHDQLQJ� IRU�EDQNV�DQG�RWKHU�VLPLODU�ILQDQFLDO�LQVWLWXWLRQV�DV�LW�GRHV�LQ�WKH�FDVH�RI�LQGXVWULDO�DQG�RWKHU�VHUYLFH�FRPSDQLHV��5HVHDUFK� E\�&RZHQ�HW� DO�� ��������'LHUNHV� DQG�&RSSRFN� ������� DQG�7URWPDQ� DQG�%UDGOH\�������� LQGLFDWHG� WKDW� VL]H�ZDV� WKH�GHFLVLYH� FKDUDFWHULVWLF� IRU�&65�GLVFORVXUHV��0RUHRYHU�� LW�KDV�EHHQ�VKRZQ�WKDW�WKH�DVVRFLDWLRQ�EHWZHHQ�VL]H�DQG�&65�KROGV�WUXH�ERWK�DFURVV�(XURSHDQ�FRXQWULHV� DQG� DFURVV� GLIIHUHQW� W\SHV� RI� VRFLDO� GLVFORVXUH� �VXFK� DV� HPSOR\HH�� HWKLFDO� DQG�HQYLURQPHQWDO� LQIRUPDWLRQ�� �$GDPV� HW� DO��� ������� &RZHQ� HW� DO�� �������� IRU� H[DPSOH��FRQFOXGHG� WKDW� LQ� WKH�FDVH�RI�&('�� VL]H�DSSHDUV� WR�KDYH�D� VLJQLILFDQW� LPSDFW�XSRQ�ZKHWKHU�HQYLURQPHQWDO� GLVFORVXUHV� DUH� PDGH�� ODUJHU� FRPSDQLHV� PDNLQJ� D� JUHDWHU� QXPEHU� RI� VXFK�GLVFORVXUHV��$O�1DMMDU������� LQ�D�VWXG\�RI�&65�RI�WKH������DQQXDO�UHSRUWV�RI�����86�)RUWXQH���� FRPSDQLHV�� WHVWHG� IRU� WKH� VLJQLILFDQFH� RI� VL]H�� LQGXVWU\� DQG� SURILWDELOLW\� DPRQJVW� WRWDO�&65�DV�ZHOO� DV� IRU� HDFK� FDWHJRU\�RI�&65��FRPPXQLW\� LQYROYHPHQW��SURGXFW� VDIHW\��KXPDQ�UHVRXUFHV�DQG HQYLURQPHQWDO�SURWHFWLRQ���6L]H�DSSHDUHG�WR�KROG�WKH�PRVW�H[SODQDWRU\�SRZHU�IRU�DOO�W\SHV�RI�GLVFORVXUHV��:KHQ�WHVWLQJ�IRU�HDFK�FDWHJRU\�RI�&65��HQYLURQPHQWDO�SURWHFWLRQ�GLVFORVXUHV� ZHUH� IRXQG� WR� EH� VLJQLILFDQWO\� DVVRFLDWHG� ZLWK� VL]H� RQO\�� ZKHUHDV� FRPPXQLW\�LQYROYHPHQW� DQG� SURGXFW� VDIHW\� GLVFORVXUHV� ZHUH� IRXQG� WR� EH� VLJQLILFDQWO\� DVVRFLDWHG� ZLWK�ERWK� VL]H� DQG� LQGXVWU\�� ZLWK� KXPDQ� UHVRXUFHV� GLVFORVXUHV� VLJQLILFDQWO\� DVVRFLDWHG� ZLWK�SURILWDELOLW\�DQG�VL]H��7KHVH�UHVXOWV�LQGLFDWH�WKDW�WKH�DVVRFLDWLRQ�EHWZHHQ�ILUP�FKDUDFWHULVWLFV�DQG�&65�PD\�DOVR�EH�D�IXQFWLRQ�RI�WKH�W\SH�RI�GLVFORVXUH��VXJJHVWLQJ�WKDW�DQ\�GLVFXVVLRQ�RI�&65�LQ�DJJUHJDWH�PD\�SURYLGH�RQO\�D�SDUWLDO�SLFWXUH�RI�WKH�XQGHUO\LQJ�DVVRFLDWLRQV��,Q�D� UHFHQW�ORQJLWXGLQDO VWXG\�RI� ODUJHU� ,ULVK�FRPSDQLHV��2¶'Z\HU�DQG�*UD\��������IRXQG�D�VLJQLILFDQW� DVVRFLDWLRQ� EHWZHHQ� VL]H� DQG� WKH� DYHUDJH� YROXPH� RI� D� FRPSDQ\¶V� WRWDO� VRFLDO�GLVFORVXUH�IRU�DOO�ILYH�\HDUV�RI�WKHLU�VWXG\�������WR�������LQFOXVLYH���+RZHYHU��ZKHQ�ORRNLQJ�DW�LQGLYLGXDO�GLVFORVXUH�VWUHDPV��L�H��E\�W\SH��WKH�UHVXOWV�ZHUH�OHVV�VLJQLILFDQW��,Q�SDUWLFXODU��LQ�WKH�FDVH�RI�HQYLURQPHQWDO�GLVFORVXUH��RQO\�RQH�\HDU��������RXW�RI�ILYH�SURGXFHG�D�VWDWLVWLFDOO\�VLJQLILFDQW�DVVRFLDWLRQ��DW�WKH����SHU�FHQW�OHYHO��EHWZHHQ�WRWDO�&('�DQG�VL]H��EDVHG�RQ�PDUNHW�FDSLWDOLVDWLRQ�� DQG� LQ� WKH� FDVH� RI� ������ WKH� DVVRFLDWLRQ� ZDV� QHJDWLYH�� 0RUHRYHU�� LI� WKH�



3ULRU�UHVHDUFK

��

PDQGDWRU\ &65� GLVFORVXUHV� DUH� H[FOXGHG� WKH� UHVXOWV� ZHUH� OHVV� FRQYLQFLQJ�� 2¶'Z\HU� DQG�*UD\��������UHSRUWLQJ�QR�VLJQLILFDQW�DVVRFLDWLRQ�EHWZHHQ�FRPSDQ\�VL]H�DQG�YROXQWDU\ &65�LQ�WKH� ODWWHU� \HDUV� ������ DQG� ������ RI� WKHLU� VWXG\�� 6LPLODUO\�� *UD\� HW� DO�� ������� LQ� WKHLU�ORQJLWXGLQDO�VWXG\�RI�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUH�E\�8.�FRPSDQLHV�RYHU�WKH�SHULRG������ WR� ����� XVHG� WKUHH� VXUURJDWHV� IRU� VL]H�± WXUQRYHU�� FDSLWDO� HPSOR\HG� DQG QXPEHU� RI�HPSOR\HHV��2I� WKH���� UHJUHVVLRQV� UXQ�DJDLQVW� WRWDO�&65�RQO\���� �L�H�����SHU�FHQW��SURYLGHG�VWDWLVWLFDOO\�VLJQLILFDQW�UHVXOWV�DW�WKH�ILYH�SHU�FHQW�OHYHO��6LPLODUO\��IRU�WKH����UHJUHVVLRQV�UXQ�DJDLQVW� &('� RQO\�� ��� SHU� FHQW� SURYLGHG� VWDWLVWLFDOO\� VLJQLILFDQW� UHVXOWV�� 7KH� LQFRQVLVWHQW�QDWXUH�RI�WKHVH�UHVXOWV�VXJJHVWV�WKDW�WKH�UHODWLRQVKLS�EHWZHHQ�VL]H�DQG�&65�&('�PD\�QRW�EH�VWDEOH�RYHU�WLPH�EXW�YDULHV�IURP�RQH�\HDU�WR�DQRWKHU��0RUHRYHU��QRW�DOO�VWXGLHV�KDYH�IRXQG�DV�DVVRFLDWLRQ�EHWZHHQ�FRPSDQ\�VL]H�DQG�&65��VHH��IRU�H[DPSOH�'DYH\�������DQG�1J�������DV�UHSRUWHG� LQ�+DFNVWRQ� DQG�0LOQH�� ������+DOPH� DQG�+XVH�� ������2¶'Z\HU� DQG�*UD\�� ������5REHUWV��5����������7KH�'DYH\��������DQG�1J��������VWXGLHV�LQYROYHG�UDQGRP�VDPSOHV�WKDW�LQFOXGHG� VPDOOHU� FRPSDQLHV��2QH SRVVLEOH� H[SODQDWLRQ� VXJJHVWHG� �EXW� QRW� VXEVWDQWLDWHG��E\�+DFNVWRQ� DQG�0LOQH� ������� IRU� WKH� IDLOXUH� WR� ILQG� DQ� DVVRFLDWLRQ�EHWZHHQ� VL]H� DQG�&65� LQ�ERWK�VWXGLHV�LV�WKDW�WKH�VL]H�GLVFORVXUH�DVVRFLDWLRQ�H[LVWV�RQO\�IRU�WKH�ODUJHVW�RI�FRPSDQLHV��L�H��LW�GRHV�QRW�KROG�IRU�VPDOOHU�FRPSDQLHV��*LYHQ�WKDW�&65�VWXGLHV�DUH�RYHUZKHOPLQJO\�IRFXVHG�RQ�WKH�ODUJHVW�FRPSDQLHV��VHH�7DEOHV����������DQG�����DERYH��� LW�PD\�EH�WKDW�E\�IRFXVLQJ�RQ�WKHVH� ODUJHU�FRPSDQLHV�� UHVHDUFKHUV�KDYH�QHJOHFWHG� WR�FRQVLGHU�ZKHWKHU� WKH�DVVRFLDWLRQ�DOVR�KROGV� WUXH� IRU� VPDOO� DQG� PHGLXP�VL]HG� FRPSDQLHV� �VHH�� IRU� H[DPSOH�� -DFNVRQ� DQG� 2ZHQ��������0RKDPHG�DQG�+LOO��������7KHRUHWLFDO� H[SODQDWLRQV� DV� WR�ZK\ &65� PLJKW� EH� DVVRFLDWHG� ZLWK� WKH� VL]H� RI� D� ILUP� DUH�ODUJHO\�DEVHQW�IURP�PRVW�&65�VWXGLHV� LQ� WKH ����V�DQG�����V��+RZHYHU��ERWK�7URWPDQ�DQG�%UDGOH\� ������� DQG� 'LHUNHV� DQG� &RSSRFN� ������� XVHG� D� VKDUHKROGHU�XWLOLW\� SHUVSHFWLYH� LQ�VXJJHVWLQJ�WKDW�LQ�WKH�FDVH�RI�OLVWHG�FRPSDQLHV��ODUJHU�FRPSDQLHV�KDYH�PRUH�VKDUHKROGHUV�ZKR�PLJKW�DOVR�EH�FRQFHUQHG�ZLWK�VRFLDO�SURJUDPPHV�XQGHUWDNHQ�E\� WKH�FRPSDQ\��7URWPDQ�DQG�%UDGOH\��������DOVR�VXJJHVWHG�WKDW�ODUJHU�FRPSDQLHV�DUH�PRUH�YLVLEOH�EHFDXVH�WKH\�XQGHUWDNH�PRUH� DFWLYLWLHV� DQG� KHQFH� KDYH� D� JUHDWHU� LPSDFW� RQ� VRFLHW\��&RQVHTXHQWO\�� ODUJHU� ILUPV� DUH�VXJJHVWHG�DV�UHFHLYLQJ�PRUH�DWWHQWLRQ�IURP�WKH�JHQHUDO�SXEOLF�DQG�WKHUHIRUH�DUH�XQGHU�JUHDWHU�VRFLDO� SUHVVXUH� WR� H[KLELW� VRFLDO� UHVSRQVLEOH� EHKDYLRXU�� LQFOXGLQJ� &65�� 0RUH� UHFHQW� &65�VWXGLHV�KDYH�VRXJKW�WR�VLWXDWH�WKH�VL]H�GLVFORVXUH�K\SRWKHVLV�ZLWKLQ�GLIIHUHQW�HFRQRPLF��VRFLDO�DQG�SROLWLFDO�WKHRULHV��7KHVH�VWXGLHV��ZKHUH�UHOHYDQW��DUH�H[SORUHG�LQ�PRUH�GHWDLO�LQ�&KDSWHUV������DQG����LL��3URILW$V� VKRZQ� 7DEOH� ���� DERYH�� WKH� UHODWLRQVKLS� EHWZHHQ� &65�&('� DQG� SURILW� PHDVXUHV� LV�LQFRQFOXVLYH�DW�EHVW��$�QXPEHU�RI�VWXGLHV�KDYH�IRXQG�QR DVVRFLDWLRQ��IRU�H[DPSOH��$EERWW�DQG�0RQVRQ��������%HONDRXL�DQG�.DUSLN��������&RZHQ�HW�DO���������+DFNVWRQ�DQG�0LOQH��������3DWWHQ���������ZKLOVW�RWKHUV�ILQG�HLWKHU�DQ�8�VKDSHG�RU�DQ�LQYHUVH�UHODWLRQVKLS��%RZPDQ�DQG�+DLUH��������$LQDMMDU���������&RQYHUVHO\��ERWK�%RZPDQ��������DQG�3UHVWRQ��������UHSRUW�D�SRVLWLYH�DVVRFLDWLRQ��DOWKRXJK�LQ�WKH�ODWWHU¶V�FDVH�WKH�DVVRFLDWLRQ�ZDV�ZHDN��0RUHRYHU��WKH�WZR�VWXGLHV�WKDW�VSHFLILFDOO\�ORRNHG�DW�DQ�DVVRFLDWLRQ�EHWZHHQ�HQYLURQPHQWDO�GLVFORVXUH�DQG�SURILW�VXJJHVW� QR� DVVRFLDWLRQ� �)UHHGPDQ� DQG� -DJJL�� ������ /MXQJGDKO�� ����D���*UD\�HW� DO�� ��������UHSRUW� D� VLJQLILFDQW� DVVRFLDWLRQ� �DW� ��SHU� FHQW�� EHWZHHQ�SURILW� DQG� VRFLDO� DQG� HQYLURQPHQWDO�GLVFORVXUH� LQ� IRXU� \HDUV� RXW� RI� HLJKW� �L�H�� LQ� ��� SHU� FHQW� RI� FDVHV��� VXJJHVWLQJ� WKDW WKLV�
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UHODWLRQVKLS� LV� QRW� FRQVLVWHQW� RYHU� WLPH�� 7KLV� IDFW� PD\� LQ� LWVHOI� KHOS� WR� H[SODLQ� WKH�LQFRQFOXVLYH�QDWXUH�RI�RWKHU�VWXGLHV�ZKLFK�ORRN�DW�SDUWLFXODU�\HDUV�LQ�LVRODWLRQ�LLL��,QGXVWU\�FODVVLILFDWLRQ$ORQJ�ZLWK� VL]H�� WKH� LQGXVWU\� FKDUDFWHULVWLF� RI� D� ILUP�KDV�EHHQ� IRXQG� WR�EH� DVVRFLDWHG�ZLWK�&65� �VHH�� IRU� H[DPSOH��$GDPV�HW� DO��� ������%URFNKRII�� ������&RZHQ�HW�DO���������'LHUNHV�DQG�3UHVWRQ��������)HNUDW�HW�DO���������+DFNVWRQ�DQG�0LOQH��������+DOPH�DQG�+XVH��������/MXQJGDKO�� ����D��0RKDPHG� DQG�+LOO�� ����� 3DWWHQ�� ������5REHUWV��5��� �������8QGHUO\LQJ�WKHVH� VWXGLHV� LV� DQ� DVVXPSWLRQ� WKDW� VRPH� LQGXVWULHV� IHHO� JUHDWHU� VRFLDO� SUHVVXUH� IRU� FHUWDLQ�DUHDV� RI� FRUSRUDWH� VRFLDO� UHVSRQVLELOLW\��ZKLFK� OHDGV� WR� KLJKHU� OHYHOV� RI� UHSRUWLQJ� RQ� VRFLDO�DQG� HQYLURQPHQWDO� LVVXHV�� 'LHUNHV� DQG� 3UHVWRQ� �������� IRU� H[DPSOH�� DUJXH� WKDW� FRPSDQLHV�ZKRVH� HFRQRPLF� DFWLYLWLHV�PRGLI\� WKH� QDWXUDO� HQYLURQPHQW�� H�J�� WKH� H[WUDFWLYH� LQGXVWU\�� DUH�PRUH� OLNHO\� WR� GLVFORVH� VRFLDO� LQIRUPDWLRQ� DERXW� WKHLU� HQYLURQPHQWDO� LPSDFWV� WKDQ� DUH�FRPSDQLHV�LQ�RWKHU�LQGXVWULHV��3DWWHQ��������WRRN�D�VOLJKWO\�GLIIHUHQW�SHUVSHFWLYH��VXJJHVWLQJ�WKDW�LQGXVWU\��OLNH�VL]H��LV�UHODWHG�WR�SROLWLFDO�YLVLELOLW\�DQG�VRFLDO�GLVFORVXUHV�PD\�EH�XVHG�WR�GHIOHFW�SROLWLFDO�SUHVVXUHV�IURP�FHUWDLQ�VHFWLRQV�RI�VRFLHW\�VXFK�DV�VRFLDO DFWLYLVWV��(PSLULFDO�UHVHDUFK�WHQGV�WR�VXSSRUW�WKLV�K\SRWKHVLV��+DFNVWRQ�DQG�0LOQH���������IRU�H[DPSOH��IRXQG�WKDW�ODUJH� 1HZ� =HDODQG� FRPSDQLHV� RSHUDWLQJ� LQ� µKLJK�SURILOH¶� LQGXVWULHV� GLVFORVHG� VLJQLILFDQWO\�PRUH� VRFLDO� DQG� HQYLURQPHQWDO� LQIRUPDWLRQ� WKDQ� WKRVH�RSHUDWLQJ� LQ� µORZ�SURILOH¶� LQGXVWULHV��7KHVH�ILQGLQJV�ZHUH�FRQVLVWHQW�ZLWK�WKRVH�RI�3DWWHQ��������DQG�5REHUWV��5���������+RZHYHU��QRW�DOO�VWXGLHV�IRXQG�LQGXVWU\�WR�EH�DVVRFLDWHG�ZLWK�&65��VHH��IRU�H[DPSOH��&RZHQ�HW� DO�� ������� LQ� UHODWLRQ� WR� 86� FRPSDQLHV�� 'DYH\� ������� DQG� 1J� �������� DV� UHSRUWHG� LQ�+DFNVWRQ�DQG�0LOQH���������LQ�UHODWLRQ�WR�1HZ�=HDODQG�FRPSDQLHV��DQG�.LUNPDQ�DQG�+RSH��������LQ�UHODWLRQ�WR�8.�FRPSDQLHV���2WKHUV�IRXQG�RQO\�SDUWLDO�VXSSRUW��VHH��IRU�H[DPSOH��$O�1DMMDU���������&RZHQ�HW�DO� �������IRXQG�WKDW�LQGXVWULHV�ZHUH�DVVRFLDWHG�ZLWK�GLIIHUHQW�W\SHVRI� &65� EXW� GLG� QRW� ILQG� D� VLJQLILFDQW� DVVRFLDWLRQ� EHWZHHQ� HQYLURQPHQWDO� GLVFORVXUH� DQG�LQGXVWU\� W\SH��6LPLODUO\��ZKHQ� WHVWLQJ�IRU�VLJQLILFDQW�GLIIHUHQFHV�EHWZHHQ�VHFWRUV LQ� UHODWLRQ�WR� WKH� DYHUDJH� YROXPH� RI� GLVFORVXUH�� IRU� WRWDO�&65�GLVFORVXUH�2¶'Z\HU� DQG�*UD\¶V� �������UHVXOWV� ZHUH� VLJQLILFDQW� IRU� WKUHH� \HDUV� RXW� RI� ILYH� �EXW� RQO\� LQ� RQH� FDVH� ZHUH� WKH� UHVXOWV�VLJQLILFDQW�DW�WKH�ILYH�SHU�FHQW�OHYHO���:KHQ�ORRNLQJ�DW�LQGLYLGXDO�&65�VWUHDPV��LQ�WKH�FDVH�RI�&('�2¶'Z\HU�DQG�*UD\¶V�UHVXOWV�ZHUH�VLJQLILFDQW�IRU�RQO\ WZR�\HDUV�RXW�RI�ILYH��RQO\�RQH�RI�ZKLFK��������ZDV�VLJQLILFDQFH�DW�WKH�ILYH�SHU�FHQW�OHYHO��+DFNVWRQ�DQG�0LOQH���������LQ�WKHLU�VWXG\�RI�ODUJH�1HZ�=HDODQG�FRPSDQLHV��UHSRUWHG�ERWK�VL]H�DQG LQGXVWU\�DV�EHLQJ�VLJQLILFDQWO\�DVVRFLDWHG�ZLWK�WKH�DPRXQW�RI�GLVFORVXUH��,Q�DGGLWLRQ��E\�LQFOXGLQJ�D�IXUWKHU�YDULDEOH��L�H��GXDO�DQG� PXOWLSOH� RYHUVHDV� VWRFN� H[FKDQJH� OLVWLQJV�� VHH� EHORZ��� WKH\� LQFUHDVHG� WKH� H[SODLQHG�YDULDWLRQ�IURP����SHU�FHQW��$GMXVWHG�5�VTXDUHG  ��������WR����SHU�FHQW��$GMXVWHG�5�VTXDUHG ���������+DFNVWRQ�DQG�0LOQH�DUJXH�WKDW�VL]H�DQG�LQGXVWU\�RQ�WKHLU�RZQ�PD\�QRW�EH�HQRXJK�WR�H[SODLQ�&65��7KH\�VXJJHVW�ORRNLQJ�DW�VL]H�ZLWKLQ HQYLURQPHQWDOO\�VHQVLWLYH�LQGXVWULHV�RQ�WKH�SUHPLVH� WKDW� ODUJH� FRPSDQLHV� LQ� VHQVLWLYH� LQGXVWULHV� PD\� EH� DWWHPSWLQJ� WR� XVH� &65� DV� D�SROLWLFDO�GHYLFH�IRU�PLWLJDWLQJ�WKH�HIIHFWV�RI�ODUJH�DQG�QRWLFHDEOH�LPSDFWV�RQ�WKH�HQYLURQPHQW�DQG�VRFLHW\�,QWHUQDWLRQDO� VXUYH\V� DOVR� WHQG� WR� VXJJHVW� WKDW� HQYLURQPHQWDO� UHSRUWLQJ� VHHPV�WR� EH� PRUH�ZLGHO\� SUDFWLVHG� LQ� FHUWDLQ� LQGXVWULHV�� VXFK� DV� IRUHVWU\�� WKDQ� RWKHUV� �81�� ������� 6LPLODUO\��VWXGLHV�RI�HQYLURQPHQWDO�UHSRUWLQJ�E\�ILUPV�RSHUDWLQJ�LQ�WKH�PRUH�HQYLURQPHQWDOO\�VHQVLWLYH�VHFWRUV�� VXFK� DV� HQHUJ\� XWLOLWLHV�� FKHPLFDOV�� RLO� DQG� JDV�� DQG� IRUHVWU\�� VXJJHVW� WKDW� WKHVH�
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LQGXVWULHV�� RQ� WKH�ZKROH�� DSSHDU� WR� UHSRUW�PRUH� HQYLURQPHQWDO� LQIRUPDWLRQ� WKDQ� FRPSDQLHV�RSHUDWLQJ�LQ�OHVV�HQYLURQPHQWDOO\�VHQVLWLYH�VHFWRUV��1LVNDOD�DQG�3UHWHV���������IRU�H[DPSOH��LQ�WKHLU� ORQJLWXGLQDO� VWXG\� RI� HQYLURQPHQWDO� UHSRUWLQJ� E\� ��� RI� WKH� ODUJHVW� )LQQLVK� FRPSDQLHV�EHWZHHQ������DQG�������IRXQG�WKH�VHFWRUV�ZLWK�WKH�KLJKHVW�SHUFHQWDJH�RI�FRPSDQLHV�UHSRUWLQJ�HQYLURQPHQWDO� LQIRUPDWLRQ� LQ� WKHLU� DQQXDO� UHSRUWV� LQ������ WR�EH�HQHUJ\�SURGXFWLRQ�� IRUHVWU\�DQG�IRUHVW�SURGXFWV�DQG�RLO�WUDGLQJ�������LQ�HDFK�FDVH���7KH�RQO\�VHFWRU�WR�VKRZ�D�IDOO�LQ�WKH�SHUFHQWDJH�RI�FRPSDQLHV�GLVFORVLQJ�HQYLURQPHQWDO�LQIRUPDWLRQ�ZDV�WKH�FRQVWUXFWLRQ�LQGXVWU\��ZKLFK��GXH�WR�WKH�DFWLYH�GLVFXVVLRQ�RQ�VDIHW\�DQG�ZRUNLQJ�FRQGLWLRQV�LQ�)LQODQG�LQ�WKH�����V��ZDV�VHHQ�DV�WKH�PDLQ�IDFWRU�SURPSWLQJ�PDQ\�ILUPV�WR�UHSRUW�RQ�ZRUNSODFH�VDIHW\��1LVNDOD�DQG�3UHWHV�� ������� '77,� ������� LQ� WKHLU� VWXG\� RI� ���� DQQXDO� DQG� HQYLURQPHQW� UHSRUWV� RI�6FDQGLQDYLDQ� ILUPV� UHSRUW� WKDW� FRPSDQLHV� ZLWKLQ� WKH� IRUHVWU\�� SXOS� DQG� SDSHU DQG� RLO� DQG�FKHPLFDOV� VHFWRUV� SUDFWLVHG� WKH�PRVW� H[WHQVLYH� FRUSRUDWH� HQYLURQPHQWDO� UHSRUWLQJ��ZKHUHDV�FRPSDQLHV� LQ� WKH� WUDGH� DQG� VHUYLFHV�� SURSHUW\� DQG� LQYHVWPHQW� DQG� EDQNLQJ� DQG� LQVXUDQFH�VHFWRUV�SUDFWLFHG�WKH�OHDVW�H[WHQVLYH��7KH�YDULRXV�HPSLULFDO�VWXGLHV�UHIHUUHG�WR�DERYH�VXJJHVW�WKDW�WKH�VRFLDO��SROLWLFDO�DQG�HQYLURQPHQWDO�DVSHFWV�RI�D�SDUWLFXODU�LQGXVWU\�PD\�LQIOXHQFH�WKH�H[WHQW� RI� &65�&('� E\� FRPSDQLHV� LQ� WKDW� LQGXVWU\�� 0RUHRYHU�� ZLWKLQ� WKH� PRUH�HQYLURQPHQWDOO\� VHQVLWLYH� LQGXVWULHV�� LW� PD\� EH� WKDW� VL]H� PDWWHUV�� ODUJHU� FRPSDQLHV� KDYH� D�JUHDWHU�SURSHQVLW\�WR�GLVFORVH�DQG�RU�GLVFORVH�PRUH�&65�WKDQ�VPDOOHU�FRPSDQLHV��LY��&RXQWU\�RI�XOWLPDWH�RZQHUVKLS3ULRU�UHVHDUFK�VXJJHVWV� WKDW�WKH�QDWXUH�DQG�H[WHQW�RI�&65�YDULHV�EHWZHHQ�GLIIHUHQW�FRXQWULHV��$GDPV�HW� DO��� ������%URFNKRII�� ������ )HNUDW�HW� DO��� ������*UD\�HW� DO�� ����E��*XWKULH� DQG�3DUNHU�� ������ ������ +DOPH� DQG� +XVH�� ������ .30*�� ������ 5REHUWV�� &��� ������ ������6FKUHXGHU��������7URWPDQ�DQG�%UDGOH\���������ZKLFK�FRXOG�LPSO\�WKDW�WKH�FRXQWU\�LQ�ZKLFK�DQ�RUJDQL]DWLRQ�LV�EDVHG�LV�DQ�LQIOXHQFLQJ�IDFWRU��*UD\�HW�DO�������E��DOVR�VXJJHVW��EDVHG�RQ�D�UHYLHZ� RI� SULRU� UHVHDUFK�� WKDW� FRXQWU\� RI� XOWLPDWH� RZQHUVKLS� DQG� WKH� FRXQWU\� RI� UHSRUWLQJ�DSSHDU�WR�EH�DVVRFLDWHG�ZLWK�VRFLDO�GLVFORVXUH��HLWKHU�EHFDXVH�WKH\�DUH�PDQGDWHG�E\�UHJXODWLRQ��WKURXJK�OHJLVODWLRQ�DQG�WKH�VWRFN�H[FKDQJH��VHH��IRU�H[DPSOH��*XWKULH�DQG�3DUNHU��������RU�EHFDXVH� WKH� UHSRUWLQJ� FXOWXUH� GHPDQGV� LW� ZLWK� FRPSDQLHV� LQ� WKH� PRUH� UHJXODWHG� FRXQWULHV��SDUWLFXODUO\� WKH�86$��&DQDGD�DQG�WKH�8.��PDNLQJ�KLJKHU�VRFLDO GLVFORVXUHV��+DFNVWRQ�DQG�0LOQH��������VXJJHVW�WKDW�*UD\�HW�DO�¶V������E��UHYLHZ�RI�D�QXPEHU�RI�VWXGLHV�LQGLFDWHV�WKDW�WKH� FRXQWU\� LQ�ZKLFK� DQ� RUJDQL]DWLRQ� LV� UHSRUWLQJ�PD\� DIIHFW� WKH�WKHPH RI�&65�� LI� QRW� WKH�DPRXQW RI� GLVFORVXUH�� ,W� PD\� DOVR� EH� WKH� FDVH� WKDW� WKH� FRXQWU\� LQ� ZKLFK� D� FRPSDQ\� LV�RSHUDWLQJ� LV� UHOHYDQW� LQ� WKH� FRQWH[W� DFWLYLWLHV� ZKLFK� DUH� SROLWLFDOO\� RU� HQYLURQPHQWDOO\�VHQVLWLYH��VXFK�DV� LQ� WKH�FDVHV�RI�%3$PRFR�LQ�&ROXPELD��5R\DO�'XWFK�6KHOO� LQ�1LJHULD�DQG�+HLQHNHQ�LQ�%XUPD��7KHUH�KDYH�DOVR�EHHQ VRPH�VWXGLHV�WKDW�KDYH�ORRNHG�VSHFLILFDOO\�DW�&65�DFURVV�FRXQWULHV �VHH��IRU�H[DPSOH��$GDPV�HW�DO�������E��$QGUHZ�HW�DO���������%HONDRXL�DQG�.DUSLN��������&RZHQ�HW��DO���������*XWKULH�DQG�3DUNHU��������/\QQ��������1HVV�DQG�0LU]D��������1LVNDOD�DQG�3UHWHV� ������5REHUWV��&���������������7URWPDQ�DQG�%UDGOH\��������81���������������2Q�D�JHQHUDO�OHYHO��WKHVH�VWXGLHV�SURYLGH�HYLGHQFH�ZKLFK�VXJJHVWV�WKDW�WKHUH�DUH�GLIIHUHQFHV�LQ�WHUPV�RI�ERWK�WKH�TXDQWLW\�DQG�W\SHV�RI�GLVFORVXUHV�DFURVV�FRXQWULHV��5REHUWV��&����������IRU�H[DPSOH��LQ�VWXG\LQJ�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUH�LQ�WKH�DQQXDO�UHSRUWV�RI����� FRPSDQLHV� DFURVV� ILYH� GLIIHUHQW� (XURSHDQ� FRXQWULHV�� IRXQG� D� VLJQLILFDQW� DVVRFLDWLRQ�EHWZHHQ�FRXQWU\�DQG�&('��EXW� WKH� UHVXOWV�ZHUH�PL[HG�ZKHQ� ORRNLQJ�DW�FDWHJRULHV�RI�&('��2WKHU� (XURSHDQ� VWXGLHV� �$GDPV�HW� DO��� ����E� DQG�$GDPV�HW� DO��� ������ UHSRUW� WKDW�*HUPDQ�FRPSDQLHV� WHQG� WR� GLVFORVH� WKH�PRVW� HQYLURQPHQWDO� LQIRUPDWLRQ��ZKHUHDV�'XWFK� FRPSDQLHV�
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GLVFORVH�WKH�OHDVW��+RZHYHU��WKH�JHQHUDOLW\�RI�WKHVH�GLIIHUHQFHV�LV�GLIILFXOW�WR�GHWHUPLQH�GXH�WR�GLIIHUHQFHV�LQ�WKH�FRPSRVLWLRQ�RI�WKH�FRPSDQLHV��IRU�H[DPSOH��LQ�VL]H�DQG�LQGXVWU\��WKDW�PDNH�XS�WKH�VDPSOH�IURP�HDFK�FRXQWU\��Y��&DSLWDO�VWUXFWXUH�DQG�FRVW�RI�FDSLWDO&DSLWDO� VWUXFWXUH� KDV� EHHQ� SHUFHLYHG� DV� DQRWKHU� ILUP� FKDUDFWHULVWLF� ZKLFK� LQIOXHQFHV� &65��/HQGHUV�RI�ORDQ�ILQDQFH�VXFK�DV�GHEHQWXUHV�RIWHQ�LPSRVH�UHVWULFWLYH�FRYHQDQWV�RQ�WKH�ILUP�DQG�LWV�PDQDJHPHQW� WR�UHVWULFW�ZHDOWK�WUDQVIHUV��VHH��IRU�H[DPSOH��'KDOLZDO��������)HOWRQ��������-HQVHQ� DQG� 0HFNOLQJ�� ������� *LYHQ� WKDW� WKHVH� FRYHQDQWV� DUH� RIWHQ� UHODWHG� WR� DFFRXQWLQJ�LQFRPH�� WKH�PDQDJHPHQW�RI� ILUPV�ZLWK�KLJK� ILQDQFLDO� OHYHUDJH� �WKDW� LV�� D�KLJK� UDWLR�RI�GHEW�ILQDQFH� UHODWLYH� WR� HTXLW\� ILQDQFH�� DUH� DUJXHG� WR� DGRSW� SROLFLHV� ZKLFK� LQFUHDVH� UHSRUWHG�HDUQLQJV��IRU�H[DPSOH��E\�UHGXFLQJ�GLVFUHWLRQDU\�VRFLDO�DQG�HQYLURQPHQWDO�SURJUDPPHV�RU�E\�QRW� FDUU\LQJ� RXW� DQ\� SURJUDPPHV�ZKLFK�ZRXOG� UHGXFH� UHSRUWHG� HDUQLQJV� LQ� WKH� VKRUW� WHUP��'KDOLZDO�� ������)HOWRQ�� ������� ,Q� WXUQ�� WKLV� LV� VDLG� WR� LQIOXHQFH� WKH� OHYHO�RI�&65� �VHH�� IRU�H[DPSOH��%HONDRXL�DQG�.DUSLN���������6LPLODUO\��D�KLJK�FRVW�RI�FDSLWDO�GXH�WR�WKH�SHUFHSWLRQ��RQ�WKH�SDUW�RI�LQYHVWRUV��RI�D�KLJK�HFRQRPLF�ULVN��KDV�DOVR�EHHQ�DUJXHG�WR�EH�DVVRFLDWHG�ZLWK�KLJKHU�OHYHOV�RI�&65��VHH��IRU�H[DPSOH��(OOLRW�DQG�-DFREVRQ��������6ZHHQH\��������'KDOLZDO�������� &RQRYHU� DQG� :DOODFH�� ������ ())$6�� ������ ������� $� FRPSDQ\� WKDW� LV� FXUUHQWO\�H[SHULHQFLQJ�D�KLJK�FRVW�RI�FDSLWDO�PD\�UHVRUW�WR�WKH�XVH�RI�GLVFORVXUHV�RI�PRUH�LQIRUPDWLRQ��LQFOXGLQJ� HQYLURQPHQWDO� GLVFORVXUH�� LQ� DQ� HIIRUW� WR� LPSURYH� WUDQVSDUHQF\� DV� WR� WKH� ILUP¶V�HFRQRPLF�ULVN�� WKHUHE\�VHHNLQJ� WR� UHGXFH� WKH�FRPSDQ\¶V�FRVW�RI�FDSLWDO��(PSLULFDO�HYLGHQFH�WR�VXSSRUW�WKH�FRVW�RI�FDSLWDO�&65�DVVRFLDWLRQ�LV�VSDUVH�DOWKRXJK�DQHFGRWDO�HYLGHQFH�VXJJHVWV�WKDW� WKH� H[HFXWLYH� PDQDJHPHQW� RI�PDQ\� FRPSDQLHV� UHDOLVH� LQVWLWXWLRQDO� LQYHVWRUV� SUHIHU� WR�LQYHVW� LQ� ILUPV�ZKLFK� SURYLGH� GHWDLOHG� LQIRUPDWLRQ�� LQFOXGLQJ�&65�� DQG� WKDW� JRRG� LQYHVWRU�UHODWLRQV� FDQ� KHOS� WKHLU� VKDUH� SULFH� �6ZHHQH\�� ������� ,W� FDQ� EH� DUJXHG�� IRU� H[DPSOH�� WKDW�ILQDQFLDO� SDUWLFLSDQWV� DQG� WKH� VWRFN�PDUNHWV� DFWXDOO\� QHHG� DQG�ZDQW� WR� EH� LQIRUPHG� RI� WKH�LPSDFW�LQ�WHUPV�RI�WKH�VRFLDO�DQG�HQYLURQPHQWDO�FRVWV�ZKLFK�WKH�UHSRUWLQJ�RUJDQL]DWLRQ�KDV�RQ�VRFLHW\� �VHH�� IRU� H[DPSOH��&RRSHU�� ������2ZHQ�HW� DO��� �������0RUHRYHU�� WKHUH� KDYH� EHHQ� D�QXPEHU� RI� VWXGLHV� �VHH�� IRU� H[DPSOH��%HONDRXL�� ������%HQMDPLQ�DQG�6WDQJD�� ������&KHQDOO�DQG� -XFKDX�� ������ )LUWK�� ������ ������ ������ ZKLFK� KDYH� VXJJHVWHG� WKDW� WKH� ILQDQFLDO�FRPPXQLW\� ILQG� &65� LQIRUPDWLRQ� DW� OHDVW� PRGHUDWHO\� LPSRUWDQW�� +RZHYHU�� WKH� FDVK� IORZ�FRQVHTXHQFHV� RI� DQ\� &65HVS�UHODWHG� H[SHQGLWXUH� DSSHDU� WR� EH� LPSRUWDQW� LQ� WKLV� FRQWH[W��0LQW]EHUJ� �������� IRU� H[DPSOH�� LQ� D� UHYLHZ� RI� VWXGLHV� ZKLFK� KDYH� LQYHVWLJDWHG� WKH�µLQIRUPDWLRQ�FRQWHQW¶�RI�VRFLDO�GLVFORVXUHV��VHH�6HFWLRQ�����DERYH���WHQWDWLYHO\�FRQFOXGHG�WKDW�VWRFN� PDUNHW� SDUWLFLSDQWV� UHDFWHG� IDYRXUDEO\�� DOWKRXJK� WKHUH� ZDV� D� FOHDU� H[SHFWDWLRQ� WKDW�FRPSDQLHV� FRXOG� WDNH� VRFLDO� UHVSRQVLELOLW\� RQO\� VR� IDU� EHIRUH� LQYHVWRUV¶� FRQFHUQV� ZLWK� WKH�FRVW�LPSOLFDWLRQV�EHFDPH�DQ�LVVXH��6LPLODUO\��0DKDSDWUD���������LQ�DQ�HPSLULFDO�LQYHVWLJDWLRQ�RI� LQYHVWRU� UHDFWLRQ� WR� &65�� DUJXHG� WKDW� WKH� µUDWLRQDO� HFRQRPLF� LQYHVWRU¶� YLHZV� SROOXWLRQ�FRQWURO� H[SHQGLWXUH� DV� D� GUDLQ� RQ� WKH� RUJDQL]DWLRQ¶V� UHVRXUFHV� ZKLFK� FRXOG� EH� LQYHVWHG�SURILWDEO\�LQ�RWKHU�DUHDV��DQG�WKXV�LQYHVWRUV�GR�QRW�µUHZDUG¶�FRPSDQLHV�ZKLFK�XQGHUWDNH�VXFK�VRFLDOO\�UHVSRQVLEOH�EHKDYLRXU��YL��0DQDJHPHQW�VW\OH�DQG�GHFLVLRQ�KRUL]RQ&65� GLVFORVXUHV� KDYH� EHHQ� DUJXHG� E\� VRPH� WR� EH� LQGLFDWLYH� RI� D� SDUWLFXODU� VW\OH� RI�PDQDJHPHQW��ZLWK� FHUWDLQ�PDQDJHPHQW� VW\OHV� OLNHO\� WR�SURGXFH�PRUH�&65�GLVFORVXUHV� WKDQ�RWKHUV��%URZQH�DQG�+DLUH��������&RZHQ�HW�DO���������+HLQ]H���������&RZHQ�HW�DO����������IRU�
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H[DPSOH�� VXJJHVW� WKDW� &65� GLVFORVXUHV� PD\� UHIOHFW� DQ� DGDSWLYH� PDQDJHPHQW� DSSURDFK� WR�GHDOLQJ�ZLWK�D�G\QDPLF��PXOWLGLPHQVLRQDO��H[WHUQDO�HQYLURQPHQW�DQG DQ�DELOLW\�WR�PHHW�VRFLDO�SUHVVXUHV�DQG� WKXV�UHVSRQG� WR�VRFLHWDO�QHHGV��%URZQH�DQG�+DLUH� �������VXJJHVW� WKDW�D�PRUH�DGDSWLYH� PDQDJHPHQW� VW\OH� ZRXOG� EH� UHYHDOHG� WKURXJK� PDQDJHPHQW� LQVWLWXWLQJ� YDULRXV�SURJUDPPHV� GHVLJQHG� WR� UHVSRQG� WR� VRFLHWDO� QHHGV�� 'LVFORVXUH� RI� WKHVH� SURJUDPPHV� LV� D�PHDQV�RI�GHPRQVWUDWLQJ�PDQDJHPHQW¶V�ZLOOLQJQHVV�WR�GHYHORS�ORQJ�UDQJH�VWUDWHJLF�SODQQLQJ�QHFHVVDU\�IRU�VXUYLYLQJ� LQ�DQ�HYHU�FKDQJLQJ�FRUSRUDWH�HQYLURQPHQW��0DQDJHPHQW¶V�GHFLVLRQ�KRUL]RQ� KDV� DOVR� EHHQ� VHHQ� DV� D� ILUP� FKDUDFWHULVWLF� DVVRFLDWHG� ZLWK� &65�� 6WXGLHV� KDYH�SURYLGHG� HYLGHQFH� ZKLFK� VXJJHVWV� WKDW� FRPSDQLHV� GLVFORVLQJ� VRFLDO� LQIRUPDWLRQ� SODFHG�VWURQJHU� HPSKDVLV� RQ� WKH� ORQJ� WHUP� FRPSDUHG� WR� FRPSDQLHV� WKDW� GLG� QRW� GLVFORVH� WKLV�LQIRUPDWLRQ� �7URWPDQ� DQG� %UDGOH\�� ������ 3DUNHU�� ������� 7URWPDQ� DQG� %UDGOH\� �������HPSOR\HG�D�FRVW�EHQHILW�DQDO\VLV�LQ�WKHRULVLQJ�WKDW�WKH�H[SODQDWLRQ�IRU�WKLV�OLHV�LQ�WKH�IDFW�WKDW�WKHUH�DUH�HFRQRPLF�EHQHILWV� LQ� WKH� ORQJ� WHUP��DOWKRXJK�QRW�DOZD\V� LQ� WKH�VKRUW� WHUP��ZKLFK�RXWZHLJK� WKH� FRVWV� RI� FRUSRUDWH� VRFLDO� UHVSRQVLELOLW\� SURJUDPPHV�� %\� GLVFORVLQJ� WKHVH�SURJUDPPHV��WKH�ILUP�PLJKW�LPSURYH�LWV�SXEOLF�LPDJH�DQG�LQFUHDVH�LWV�ORQJ�UXQ�SURVSHFWV�IRU�VXUYLYDO�DQG�JURZWK��(PSLULFDO�HYLGHQFH�WR�VXSSRUW�WKH�VSHFLILF�DVVRFLDWLRQ�EHWZHHQ�&('�DQG�FHUWDLQ� VW\OHV� RI�PDQDJHPHQW� LV�PRUH� FRPPRQO\� LQWHUSUHWHG� LQ� WKH� FRQWH[W� RI�PDQDJHPHQW�DWWLWXGHV� WRZDUGV� HQYLURQPHQWDO� LVVXHV� �VHH�� IRU� H[DPSOH�� &DPSEHOO�� ������ )UHHGPDQ� DQG�-DJJL�� ������ +DFNVWRQ� DQG�0LOQH�� ������ 5REHUWV�� 5��� ������ 8OOPDQQ�� ������� WKH� YLHZV� RI�PDQDJHPHQW� EHLQJ� VHHQ� DV� D� NH\� IDFWRU� LQ� GHWHUPLQLQJ� WKH� OHYHO� RI� &65� �*UD\� DQG�%HEELQJWRQ��������7KH� QXPHURXV� HPSLULFDO� VWXGLHV� DQG� UHVXOWLQJ� HYLGHQFH� UHIHUUHG� WR� DERYH� SURYLGH� D� UDWKHU�PL[HG�� FRQIXVLQJ� DQG� HYDVLYH� SLFWXUH� RI� ZKDW� LV� D� FRPSOH[� HFRQRPLF� DQG� VRFLR�SROLWLFDO�SKHQRPHQRQ��:KLOVW�ILUP�FKDUDFWHULVWLFV�VXFK�DV�VL]H��LQGXVWU\��FDSLWDO�VWUXFWXUH�DQG�FRXQWU\�DSSHDU� WR� EH� DVVRFLDWHG� ZLWK� &65�� WKH� RYHUDOO� HYLGHQFH� LV�� DW� EHVW�� LQFRQFOXVLYH� DQG�FRQWUDGLFWRU\�� 7KLV� FRQIXVLQJ� VLWXDWLRQ� LV� DJJUDYDWHG� E\� WKH� IDFW� WKDW� HPSLULFDO� VWXGLHV� LQWR�&65�DUH�QRW�VWULFWO\�FRPSDUDEOH��KDYLQJ�EHHQ�FRQGXFWHG�DW�GLIIHUHQW�SHULRGV�LQ�WLPH��HPSOR\�GLIIHUHQW�GHILQLWLRQV��UHVHDUFK�PHWKRGV�DQG�VDPSOH�FULWHULD��XVH�GLIIHUHQW�VDPSOH�VL]HV�DQG�DUH�SHUIRUPHG� E\� UHVHDUFKHUV� RSHUDWLQJ� IURP� ZLWKLQ GLIIHUHQW� UHVHDUFK� WUDGLWLRQV�� *UD\� HW� DO���������VXJJHVW�WKDW�WKHUH�DUH�D�QXPEHU�RI�RWKHU�UHDVRQV�ZK\�WKHVH�SULRU�VWXGLHV�SURGXFH�VXFK�FRQWUDGLFWRU\� DQG� LQFRQVLVWHQW� UHVXOWV�� VXFK� DV� WKH� IDFW� WKDW�PRVW� VWXGLHV� IDLO� WR� GLVWLQJXLVK�DGHTXDWHO\�EHWZHHQ�PDQGDWRU\��L�H��OHJDOO\�UHTXLUHG��DQG�YROXQWDU\�GLVFORVXUHV� 1HYHUWKHOHVV��VRPH�UHVHDUFKHUV�KDYH�RIIHUHG�LQWHUSUHWDWLRQV�DV�WR�WKH�RYHUDOO�VWDWH�RI�SOD\��1HX�HW�DO����������IRU� H[DPSOH�� FRQFOXGH� WKDW� ILUP� VL]H�� V\VWHPDWLF� ULVN�� LQGXVWU\�� DQG� PDQDJHULDO� GHFLVLRQKRUL]RQ�DUH� DVVRFLDWHG�ZLWK� VRFLDO�GLVFORVXUHV��*UD\�HW�DO�� �������FRQFOXGH� WKDW�&65�YDULHV�RYHU� WLPH�� EHWZHHQ� FRXQWULHV� DQG� WHQGV� WR� EH� UHODWHG� WR� ERWK� FRPSDQ\� VL]H� DQG� LQGXVWU\��6LPLODUO\��WDNLQJ�LQWR�DFFRXQW�WKH�UHVXOWV�RI�ORQJLWXGLQDO�VWXGLHV��*UD\�HW DO� �����E��VXJJHVW�WKDW� LW� LV�SRVVLEOH� WR�GUDZ�D�QXPEHU�RI� WHQWDWLYH�FRQFOXVLRQV�DV� WR� WKH�QDWXUH DQG�FDXVHV RI�&65��L� &65� GRHV� QRW DSSHDU� WR� EH� D� V\VWHPDWLF� DFWLYLW\� EXW� UDWKHU�� WR� WKH� H[WHQW� WKDW� LW� LV� D�YROXQWDU\ DFWLYLW\�� JRHV� WKURXJK� F\FOHV� RI� XSV� DQG GRZQV� LQ� WHUPV� RI� SRSXODULW\�� WKH�VXEMHFWV�DGGUHVVHG�DQG�WKH�RUJDQL]DWLRQV�ZKLFK�HQJDJH�LQ�&65�
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�LL� &65�GRHV�DSSHDU�WR�EH�UHODWHG�WR�FRPSDQ\�VL]H��DOWKRXJK�WKH�UHVXOWV�DUH�QRW�VR�UHOLDEOH�LI� QR� DOORZDQFH� LV�PDGH� IRU� WKH� SUHVHQFH� RI� RWKHU� LQIOXHQFLQJ� IDFWRUV� �$QGUHZ�HW� DO���������%HONDRXL�DQG�.DUSLN��������&RZHQ�HW�DO���������7URWPDQ�DQG�%UDGOH\���������LLL� WKH�FRXQWU\ LQ�ZKLFK�WKH�RUJDQL]DWLRQ�LV�UHSRUWLQJ�DQG�WKH�FRXQWU\�RI�XOWLPDWH�RZQHUVKLS�GR� VHHP� WR� KDYH� D� VLJQLILFDQW� HIIHFW� �*XWKULH� DQG� 3DUNHU�� ������ )UHHGPDQ� DQG� -DJJL��������5REHUWV��������7HRK�DQG�7KRQJ���������LY� WKHUH�LV�VRPH�HYLGHQFH�RI�DQ�LQGXVWU\ HIIHFW��EXW�SULRU�VWXGLHV�DUH�QRW�FOHDU�RU�FRQVLVWHQW�HQRXJK� WR� DVVHVV� H[DFWO\� ZKDW�� LI� DQ\�� WKHVH� HIIHFWV� PD\� EH� �%HUHVIRUG� DQG� &RZHQ�������� &RZHQ� HW� DO��� ����� )UHHGPDQ� DQG� -DJJL�� ������ 5REHUWV�� ������ =pJKDO� DQG�$KPHG���������DQG��Y� &65�GRHV�QRW DSSHDU� WR�EH�UHODWHG�WR�SURILWDELOLW\ LQ�WKH�VDPH�SHULRG�DOWKRXJK�WKHUH�LV�VRPH�HYLGHQFH�WR�VXJJHVW�WKDW�LW�PD\�EH�UHODWHG�WR�ODJJHG�SURILWV��$EERWW�DQG�0RQVRQ�������� %HONDRXL� DQG� .DUSLN�� ������ &RZHQ� HW� DO��� ������ )UHHGPDQ� DQG� -DJJL�� ������,QJUDP��������5REHUWV��5���������,Q�DGGLWLRQ��FHUWDLQ�IDFWRUV�DSSHDU�WR�PDNH�LW�PRUH�OLNHO\�WKDW�D�FRPSDQ\�ZLOO�PDNH�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUHV��LQFOXGLQJ�FDSLWDO�LQWHQVLW\��VHQLRU�H[HFXWLYHV¶�YDOXHV�DQG�DWWLWXGHV��DQG�WKH�H[LVWHQFH�RI�VRFLDO�UHVSRQVLELOLW\�FRPPLWWHHV��VHH��IRU�H[DPSOH��%HONDRXL�DQG�.DUSLN��������&DPSEHOO��������&RZHQ�HW�DO���������5REHUWV��5���������7URWPDQ�DQG�%UDGOH\���������+RZHYHU�� *UD\� HW� DO� �����E�� HPSKDVLVH� WKDW� WKHVH� FRQFOXVLRQV� DUH� QHFHVVDULO\� WHQWDWLYH�EHFDXVH�RI� WKH�GHDUWK�RI�V\VWHPDWLF� WKHRULVLQJ�LQ�WKH�OLWHUDWXUH��FRQFOXGLQJ�WKDW�SULRU�VWXGLHV�³«�DUH�QRW�FOHDU�RU�FRQVLVWHQW�HQRXJK�WR�DVVHVV�H[DFWO\�ZKDW��LI�DQ\��WKHVH�HIIHFWV�PLJKW�EH´��SS���������$GDPV�HW�DO����������LQ�D�FURVV�VHFWLRQDO��VLQJOH�SHULRG�VWXG\�RI�WKH������DQQXDO�UHSRUWV�RI����� ODUJH�FRPSDQLHV�DFURVV�VL[�(XURSHDQ�FRXQWULHV�� UHSRUW�VLJQLILFDQW�GLIIHUHQFHV�LQ�WKH�DPRXQW�RI�&65�EHWZHHQ�FRXQWULHV��+RZHYHU��VXFK�GLIIHUHQFHV�FRXOG�QRW EH�DVVRFLDWHG�ZLWK�HLWKHU�VL]H�RU�LQGXVWU\��OHDGLQJ�WKH�UHVHDUFKHUV�WR�FRQFOXGH�WKDW��LQ�DWWHPSWLQJ�WR�H[SODLQ�GLIIHUHQFHV� DFURVV� FRXQWULHV�� WKH� VLWXDWLRQ� LV�PXFK�PRUH� FRPSOH[�DQG� WKDW�RWKHU� IDFWRUV� DUH�FOHDUO\�LQYROYHG�EXW�ZKLFK�WKH\�ZHUH�XQDEOH�WR�LGHQWLI\�LQ WKHLU�VWXG\��$GDPV�HW�DO����������VXJJHVW� WKDW� FXOWXUDO� DQG� SROLWLFDO� IDFWRUV� DUH� DW� ZRUN� LQ� WKH� FDVH� RI� *HUPDQ� DQG� 8.�FRPSDQLHV�ZKLFK�SURYLGH�PRUH�VRFLDO�GLVFORVXUHV�WKDQ�FRPSDQLHV�LQ�)UDQFH��WKH�1HWKHUODQGV��6ZHGHQ� DQG� 6ZLW]HUODQG�� +RZHYHU�� WKH� DXWKRUV� RIIHU� QR� H[SODQDWLRQ� DV� WR� ZK\� *HUPDQ�FRPSDQLHV�UHSRUW�PRUH�VRFLDO�UHVSRQVLELOLW\�LQIRUPDWLRQ�WKDQ�'XWFK�FRPSDQLHV��HYHQ�WKRXJK��JHQHUDOO\� VSHDNLQJ�� WKH�'XWFK� KDYH� FORVHU� VRFLDO�� SROLWLFDO�� HFRQRPLF� DQG� FXOWXUDO� WLHV�ZLWK�*HUPDQ\�WKDQ�ZLWK�)UDQFH�RU�WKH�8.�2QH� ILQDO� SRLQW� WR�EH�PDGH�KHUH� FRQFHUQV�*UD\�HW�DO�¶V� �����E��REVHUYDWLRQ� WKDW�&65�JRHV�WKURXJK�F\FOHV�RI�XSV�DQG�GRZQV��7KLV�PD\�EH�PRUH�VLJQLILFDQW�WKDQ�PRVW�HPSLULFDO�VWXGLHV�KDYH�KLWKHUWR�DFNQRZOHGJHG��D�UHIOHFWLRQ�SHUKDSV�RI�UHODWLYHO\�VSDUVH�QXPEHU�RI�ORQJLWXGLQDO��FURVV� VHFWLRQDO� VWXGLHV��� ,Q� SDUWLFXODU�� WKHVH� F\FOLFDO� PRYHPHQWV� VXJJHVW� WKDW� PXOWL�SHULRG�VWXGLHV�RI�WUHQGV�LQ�&65�RYHU�WLPH��L�H��ORQJLWXGLQDO�VWXGLHV��PD\�EH�RI�FRQVLGHUDEOH�YDOXH�LQ�WHUPV�RI�XQGHUVWDQGLQJ�WKH�QDWXUH�DQG�FDXVHV�RI�&65��0RUHRYHU��F\FOLFDO�IOXFWXDWLRQV�LQ�&65�RYHU�WLPH��VHH��IRU�H[DPSOH��*UD\�HW�DO���������8QHUPDQ��������PD\�VXJJHVW�WKH�SUHVHQFH�RI�RWKHU�H[WHUQDO�VRFLR�SROLWLFDO�LQIOXHQFHV�ZKLFK�KDYH�VWLOO�WR�EH�SURSHUO\�H[SORUHG�IURP�ZLWKLQ�YDULRXV�VRFLR�SROLWLFDO�WKHRUHWLFDO�IUDPHZRUNV��7KHVH�RWKHU�VRFLDO�DQG�SROLWLFDO�LQIOXHQFHV�DUH�FRQVLGHUHG�LQ�PRUH�GHWDLO�EHORZ�
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��� 6RFLR�SROLWLFDO�LQIOXHQFHV�RQ�&653UHYLRXVO\��DW�YDULRXV�MXQFWXUHV�LQ�WKLV�DQG�WKH�SUHYLRXV�FKDSWHU��UHIHUHQFH�KDV�EHHQ�PDGH�WR�H[WHUQDO� LQIOXHQFHV� �VHH� )LJXUH� ���� DERYH�� ZKLFK�� SRWHQWLDOO\� DW� OHDVW�� FRXOG� DIIHFW�PDQDJHPHQW¶V� GHFLVLRQ� WR� GLVFORVH�QRW� WR� GLVFORVH� VRFLDO� DQG� HQYLURQPHQWDO� LQIRUPDWLRQ��$OWKRXJK� WKHUH� LV� D� FRPSOH[�DUUD\�RI� VXFK� LQIOXHQFHV�� WKH\�KDYH�EHHQ�FDWHJRULVHG� LQWR� IRXU�SULPDU\� DUHDV� �*UD\� DQG� %HEELQJWRQ�� ������� LQGXVWU\� DQG� YROXQWDU\� LQLWLDWLYHV�� PDUNHW�SUHVVXUHV�� OHJLVODWLRQ� DQG� UHJXODWRU\� SUHVVXUHV�� DQG�� VRFLDO� SUHVVXUHV� ,Q� D� VRFLR�SROLWLFDO�FRQWH[W��HDFK�RI� WKHVH�DUHDV�UHSUHVHQWV�D�SRWHQWLDO�VRXUFH�RI�H[WHUQDO�LQIOXHQFH�RQ�WKH�ILUP¶V�PDQDJHPHQW� DV� WKH� ODWWHU� VHHNV� WR�PDQDJH� WKH� ILUP¶V� UHODWLRQVKLS�ZLWK� WKH� VRFLHWLHV�ZLWKLQ�ZKLFK� LW� RSHUDWHV�� 5REHUWV�� &�� �������� IRU� H[DPSOH�� LQ� H[SORULQJ� WKH� TXHVWLRQ� DV� WR� ZK\�EXVLQHVV�H[HFXWLYHV�FKRRVH�WR�YROXQWDULO\�GLVFORVH�LQIRUPDWLRQ��QRWHV�WKDW�SULRU�VWXGLHV�KDYH�LQGLFDWHG� WKDW� WKLV� YDULHV� ERWK� DFURVV� FRXQWULHV� �VHH�� IRU� H[DPSOH�� *UD\�HW� DO��� ������ DQG�DFURVV�FRPSDQLHV��VHH��IRU�H[DPSOH��5RQHQ�DQG�/LYQDW��������:RQJ���������3RVVLEOH�UHDVRQV�IRU� WKHVH� YDULDWLRQV� LQFOXGH� �5REHUWV�� &��� ������ VWRFN�PDUNHW� FRQVLGHUDWLRQV� LQ� WKH� FDVH� RI�OLVWHG�FRPSDQLHV�DQG�SROLWLFDO�FRQVLGHUDWLRQV��VXFK�DV�WR�UHDVVXUH�WKH�SXEOLF�RU�JRYHUQPHQWV�DW�ERWK� ORFDO� DQG� QDWLRQDO� OHYHOV�� RU� WR� DOWHU� WKHLU� SHUFHSWLRQV� DQG� VR� UHGXFH� DQ\� SRWHQWLDO�SROLWLFDO�FRVWV��VHH��IRU�H[DPSOH��:DWWV�DQG�=LPPHUPDQ��������7KH� LQIOXHQFH� RI� WKH� VWRFN� PDUNHW� LV� SUHGRPLQDQWO\� RULHQWDWHG� WRZDUGV� HFRQRPLF�FRQVLGHUDWLRQV� JLYHQ� WKDW� WKH� SULPDU\� FRQFHUQ� RI� LQYHVWRUV� DQG� SRWHQWLDO� LQYHVWRUV� LV� WKH�DFFXPXODWLRQ�RI�PRQHWDU\�ZHDOWK��$�EULHI�UHIHUHQFH�ZDV�PDGH�WR�SULRU�&65�UHVHDUFK�LQ�WKLV�DUHD� LQ�6HFWLRQ�����DERYH� LQ� WKH�FRQWH[W�RI� µLQIRUPDWLRQ�FRQWHQW¶� VWXGLHV�ZKLFK�H[SORUH� WKH�DVVRFLDWLRQ�EHWZHHQ�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUH�DQG�HFRQRPLF�SHUIRUPDQFH��:KLOVW�HFRQRPLF�FRQVLGHUDWLRQV�FOHDUO\�SOD\�DQ� LPSRUWDQW� UROH� LQ� WKH� UXQQLQJ�RI�DQ\�EXVLQHVV�� LW� LV�OHVV�REYLRXV��EDVHG�RQ�SULRU�&65�VWXGLHV��WKDW�VXFK�FRQVLGHUDWLRQV�DUH�XSSHUPRVW�LQ�WKH�PLQGV�RI� EXVLQHVV� H[HFXWLYHV� ZKHQ� GHFLGLQJ� ZKHWKHU� RU� QRW� WR� PDNH� VRFLDO� DQG� HQYLURQPHQWDO�GLVFORVXUH��VHH��IRU�H[DPSOH� /MXQJGDKO������D��E���6RPH�DUJXH��IRU�H[DPSOH��WKDW�GLVFORVXUH�GHFLVLRQV� DUH� DOZD\V�SROLWLFDO GHFLVLRQV� �VHH�� IRU� H[DPSOH��&RRSHU� DQG� 6KHUHU�� ������+XQW�DQG�+RJOHU�� ������2¶/HDU\�� ������� µ/HJLVODWLYH� DQG� UHJXODWRU\� SUHVVXUHV¶�� IRU� H[DPSOH�� DUH�RQH� IRUP� RI VRFLR�SROLWLFDO� SUHVVXUHV� RQ� DQ� RUJDQL]DWLRQ� �7URWPDQ� DQG�%UDGOH\�� ������ DQG�RUJDQL]DWLRQV� DUH� NQRZQ� WR� GHYHORS� WKHLU� GLVFORVXUH� SUDFWLFHV� DKHDG� RI� WKH� LQWURGXFWLRQ� RI�OHJLVODWLRQ� VR� DV� WR� JLYH� WKHPVHOYHV� WLPH� WR� LPSOHPHQW� WKH� QHFHVVDU\� PDQDJHPHQW� DQG�LQIRUPDWLRQ�V\VWHPV�DQG�WR�EXLOG�XS��RU�DFTXLUH�IURP�RXWVLGH��WKH�UHTXLUHG�H[SHUWLVH�LQ�D�QHZ�DUHD� RI� GLVFORVXUH� �*UD\� DQG�%HEELQJWRQ�� ������� ,Q� DQ� HQYLURQPHQWDO� FRQWH[W�� IRUWKFRPLQJ�ODZV�DQG�UHJXODWLRQV�DUH�VXJJHVWHG�DV�KDYLQJ�LQIOXHQFHG�WKH�OHYHO�RI�HQYLURQPHQWDO�UHSRUWLQJ�LQ� ERWK�'HQPDUN� �VHH�� IRU� H[DPSOH��.30*�� ������ DQG� WKH�1HWKHUODQGV� �VHH�� IRU� H[DPSOH��.30*�(QYLURQPHQWDO�&RQVXOWDQWV���������DOWKRXJK�WKLV�HYLGHQFH�LV�ODUJHO\�DQHFGRWDO��µ6RFLDO� SUHVVXUHV¶� UHIHUV� WR� WKH� VRFLR�SROLWLFDO� SUHVVXUHV� ZKLFK� WKH GLIIHUHQW� VRFLDO� JURXSV�ZLWKLQ� D� VRFLHW\� PD\� EULQJ� WR� EHDU� RQ� LQVWLWXWLRQV� WR� DFKLHYH� HQGV� WKDW� WKH\� IDYRXU�� 6XFK�JURXSV�LQFOXGH�VKDUHKROGHUV��HPSOR\HHV�DQG�WKHLU�UHSUHVHQWDWLYHV��FXVWRPHUV��FRQVXPHUV�DQG�ORFDO�FRPPXQLWLHV�DV�ZHOO�DV�H[WHUQDO�VRFLDO�SUHVVXUH�JURXSV��7KH�QRWLRQ�WKDW�SUHVVXUH�JURXSV�SOD\�D�VLJQLILFDQW�UROH�LQ�VRFLHW\�LV�UHODWHG�WR�WKH�FRQFHSW�RI�SOXUDOLVP �SOXUDOLVP�LV�GLVFXVVHG�LQ�PRUH�GHWDLO� LQ�FKDSWHUV���DQG����VLQFH� WKH�SROLWLFDO�SURFHVV� LV�VHHQ� WR� UHVXOW� IURP�D� ODUJH�QXPEHU�RI�RIWHQ�FRPSHWLQJ�SUHVVXUHV��$EHUFURPELH�HW�DO����������6LQFH�WKH�ODWH�����V��WKHUH�KDV�EHHQ�D�QRWLFHDEOH�VKLIW�ZLWKLQ�:HVWHUQ�VRFLHWLHV�LQ�WHUPV�RI�WKH�QXPEHU�RI�VRXUFHV�IURP�
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ZKLFK� SROLWLFDO� SUHVVXUHV� RQ� EXVLQHVV� RUJDQL]DWLRQV� KDYH� VSUXQJ�� DV�ZHOO� DV� WKH�GHJUHH� DQG�OHYHO�RI� VRSKLVWLFDWLRQ�RI� VXFK�SUHVVXUHV��1RWDEO\�� QRQ�JRYHUQPHQWDO� RUJDQL]DWLRQV� �1*2V��VXFK� DV� $PQHVW\� ,QWHUQDWLRQDO�� *UHHQSHDFH� DQG� )ULHQGV� RI� WKH� (DUWK� �)R(�� EHFDPH�LQFUHDVLQJO\�PRUH�DGHSW�DW�XVLQJ�WKH�PDVV�PHGLD��H�J��WHOHYLVLRQ�DQG�WKH�SUHVV��WR�KHOS�WKHP�JDLQ� SXEOLF� DSSURYDO� DQG� VXSSRUW� IRU� WKHLU� FDPSDLJQV� 7KH� LGHD� WKDW� VRFLDO� SUHVVXUHV� DUH�DVVRFLDWHG� ZLWK�� DQG� PD\� LQIOXHQFH�� WKH� OHYHO� RI� VRFLDO� DQG� HQYLURQPHQWDO� GLVFORVXUH� E\�EXVLQHVV�RUJDQL]DWLRQV�KDV�DWWUDFWHG�D�ORW�RI�LQWHUHVW�IURP�&65�UHVHDUFKHUV��VHH��IRU�H[DPSOH��'HHJDQ�DQG�*RUGRQ��������'HHJDQ�DQG�5DQNLQ��������'RZOLQJ��DQG�3IHIIHU��������*UD\�HW�DO��� ����E�� 1HX� HW� DO��� ������ 5REHUWV�� 5��� ������ 7LOW�� ������ 7URWPDQ�� ������ 7URWPDQ� DQG�%UDGOH\�� ������:DOGHQ� DQG� 6FKZDUW]�� ������� 7URWPDQ� ��������IRU� H[DPSOH�� VXJJHVWHG� WKDW�OHJLVODWLRQ�LV�RIWHQ�SURPSWHG�EHFDXVH�RI�FRPPXQLW\�SUHVVXUHV�IURP�VHFWLRQV�RI�VRFLHW\�VXFK�DV�HQYLURQPHQWDOLVWV�DQG�RWKHU�JURXSV�ZKR�DSSO\�SUHVVXUH�RQ�JRYHUQPHQW�ERGLHV� WR�FRQWURO�WKH� HIIHFWV�RI�FRUSRUDWH�DFWLRQV�RQ�VRFLHW\��7URWPDQ�DQG�%UDGOH\� ������� UHSRUWHG�D�SRVLWLYH�UHODWLRQVKLS� EHWZHHQ� WKH� GHJUHH� WR� ZKLFK� D� FRPSDQ\¶V� PDQDJHPHQW� SHUFHLYHV� WKH�RUJDQL]DWLRQ� WR�EH�RSHUDWLQJ�XQGHU� VRFLDO�SUHVVXUHV� �WKH\�XVHG� WKH� WHUP�µVRFLDO�FRQVWUDLQWV¶��DQG�WKH�H[WHQW�RI�LWV�&65��)HOWRQ������� QRWHG�WKDW�DQ\�GLVFORVXUH�SURFHVV�LV�KLJKO\�FRPSOH[�DQG�LV�OLNHO\�WR�EH�LQIOXHQFHG�E\�QXPHURXV�IDFWRUV�RI�D�ILQDQFLDO�RU�QRQ�ILQDQFLDO�QDWXUH��1RQ�ILQDQFLDO� IDFWRUV� VXJJHVWHG� E\� )UHHGPDQ� DQG� -DJJL� ������� LQ� WKH� FRQWH[W� RI� HQYLURQPHQWDO�SROOXWLRQ� GLVFORVXUHV� LQFOXGHG� SUHVVXUHV� IURP� RXWVLGH� JURXSV� VXFK� DV� VKDUHKROGHUV� DQG�FXVWRPHUV�DQG�IHDU�RI�DOWHUFDWLRQV�ZLWK�UHJXODWRU\�DXWKRULWLHV�,Q� WKH� VSHFLILF� FRQWH[W� RI� HQYLURQPHQWDO� GLVFORVXUH�� /MXQJGDKO� �����E�� QRWHV� WKDW� PDMRU�VWDNHKROGHUV�LQ�FRPSDQLHV�UDUHO\�UHTXHVW�FRSLHV�RI�FRUSRUDWH�HQYLURQPHQW�UHSRUWV��7KLV�UDLVHV�WKH�REYLRXV�TXHVWLRQ�RI�ZK\�� LQ� WKH�DEVHQFH�RI�DQ\�OHJDO�UHTXLUHPHQWV�DQG�REYLRXV�GHPDQG�IURP� WKH� VWRFN� PDUNHW�� VKRXOG� FRUSRUDWH� HQYLURQPHQWDO� UHSRUWLQJ� KDYH� JURZQ� VR� UDSLGO\�GXULQJ� WKH�����V� �DV�QRWHG� LQ�&KDSWHU���� OHJLVODWLRQ�UHTXLULQJ�HQYLURQPHQWDO�GLVFORVXUH�DQG�UHSRUWLQJ� ZDV� RQO\� UHFHQWO\� LQWURGXFHG� LQ� (8� PHPEHU� 6WDWHV� VXFK� DV� 'HQPDUN�� 1RUZD\��6SDLQ�� 6ZHGHQ� DQG� WKH� 1HWKHUODQGV��� /MXQJGDKO� �����D�� E�� FDUULHG� RXW� D� VHULHV� RI� ���LQWHUYLHZV�ZLWK�UHSUHVHQWDWLYHV�RI�6ZHGLVK�FRPSDQLHV�ZKLFK�KDG�D�UHODWLYHO\�ZHOO�GHYHORSHG�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ�KLVWRU\�WR�LGHQWLI\�IDFWRUV�� LQWHUQDO�DQG�H[WHUQDO��DIIHFWLQJ�WKH� GHFLVLRQ� WR� GLVFORVH� HQYLURQPHQWDO� LQIRUPDWLRQ��%DVHG� RQ� WKH� UHVXOWV� RI� KLV� LQWHUYLHZV��/MXQJGDKO� FRQFOXGHG� WKDW� ERWK� WKH� LQWHUQDO� ILUP� HQYLURQPHQW� DQG� H[WHUQDO� VRFLR�SROLWLFDO�IDFWRUV� DUH� LPSRUWDQW� LQ� H[SODLQLQJ� FRPSDQLHV¶� HQYLURQPHQWDO� GLVFORVXUH� EHKDYLRXU�� 0RUH�VLJQLILFDQWO\�SHUKDSV��/MXQJGDKO�QRWHV�WKDW�WKHVH�IDFWRUV�DUH�RQO\�SDUWLDOO\FDSWXUHG�LQ�WKH�ILUP�FKDUDFWHULVWLFV� XVHG� LQ� WKH� YDULRXV� UHJUHVVLRQ� DQDO\VHV� RI� &65� �VHH� 7DEOH� ���� DERYH���/MXQJGDKO�GLG�QRW�WHVW�WKH�VWUHQJWK�RI�WKHVH�YDULRXV�IDFWRUV�DQG�UHFRJQLVHV�WKDW��LQ�WKH�DEVHQFH�RI� VXFK� WHVWLQJ�� LW� LV� GLIILFXOW� WR� JDXJH� WKH� UHODWLYH� LPSRUWDQFH� RI� HDFK�� 7HVWLQJ� RI� WKH�DVVRFLDWLRQ�EHWZHHQ�VRFLR�SROLWLFDO�IDFWRUV�DQG�&65�LV�SUREOHPDWLF�EHFDXVH�RI�WKH�GLIILFXOWLHV�LQ� LGHQWLI\LQJ� DSSURSULDWH� SUR[LHV� IRU� WKHVH� IDFWRUV�ZKLFK� DUH� FDSDEOH� RI�PHDVXUHPHQW� DQG�ZKLFK� WKXV� OHQG� WKHPVHOYHV� WR� VWDWLVWLFDO� DQDO\VLV�� *UD\�HW� DO�� �������� IRU� H[DPSOH�� ZKLOVW�UHFRJQLVLQJ� WKDW� WKHVH� IDFWRUV�PD\�ZHOO� VLJQLILFDQWO\� LPSURYH� WKH�PRGHOOLQJ�RI� DVVRFLDWLRQV�ZLWK�&65��UDLVH�GRXEWV�RYHU�ZKHWKHU�LW�LV�SRVVLEOH�WR�FDSWXUH�WKHP�E\�REVHUYDEOH�VXUURJDWHV�VXFK�WKDW�WKH\�FRXOG�EH�XVHG�LQ�VWDWLVWLFDO�PRGHOOLQJ�1HYHUWKHOHVV�� H[WHUQDO� LQIOXHQFHV�� SDUWLFXODUO\� SUHVVXUHV� IURP� FRQVXPHUV�� UHJXODWRU\� ERGLHV�DQG� RWKHU� VRFLDO� DQG� SROLWLFDO� SUHVVXUH� JURXSV�� DUH� SHUFHLYHG� DV� SRVVHVVLQJ� FRQVLGHUDEOH�SRWHQWLDO�LQ�DLGLQJ�RXU�XQGHUVWDQGLQJ�RI�WKH�QDWXUH�DQG�FDXVHV�RI�&65��0RUHRYHU��UHVHDUFKHUV�



3ULRU�UHVHDUFK

���

KDYH� EHJXQ� WR� H[SOLFLWO\� WKHRUL]H &65� GLVFORVXUHV� IURP� ZLWKLQ� GLIIHULQJ� VRFLR�SROLWLFDO�IUDPHZRUNV�� LQFOXGLQJ� VWDNHKROGHU� �5REHUWV�� 5��� ������ 7LOW�� ������ 8OOPDQQ�� ������ DQG�OHJLWLPDF\� �'HHJDQ�DQG *RUGRQ��������*XWKULH� DQG�3DUNHU��������1HX�HW�DO���������3DWWHQ��������SHUVSHFWLYHV��1HX�HW�DO �������S�������IRU�H[DPSOH��DUJXH�³«�DQ�XQSDFNLQJ�RI�µSXEOLF�SUHVVXUH¶�SURYLGHV� LQVLJKWV� LQWR� WKH�GLIIHUHQWLDO� UHVSRQVHV�RI�RUJDQL]DWLRQDO�PDQDJHUV� WR� WKH�GHPDQGV�RI�WKH�YDULRXV�µUHOHYDQW�SXEOLFV¶´�
��� 6XPPDU\�DQG�FRQFOXVLRQV7KHUH�KDYH�EHHQ�PDQ\�HPSLULFDO�VWXGLHV�LQWR�&65�RYHU�WKH�ODVW����\HDUV�RU�VR��7KHVH�VWXGLHV�KDYH�SURYLGHG�LQVLJKWV�LQWR���L��WKH�SURSRUWLRQ�RI�FRPSDQLHV�GLVFORVLQJ�&65���LL��WKH�W\SH�RI�LQIRUPDWLRQ� GLVFORVHG�� �LLL�� WKH� WUHQG� LQ� RYHUDOO� GLVFORVXUH� RYHU� WLPH�� �LY�� WKH� JHQHUDO�DVVRFLDWLRQ� EHWZHHQ� &65� DQG� ILUP� FKDUDFWHULVWLFV� VXFK� DV� VL]H� DQG� LQGXVWU\�� DQG� �Y�� WKH�SURSHQVLW\� RI� ODUJH� ILUPV� WR� LQGXOJH� LQ� &65��$OWKRXJK� WKH� HYLGHQFH� VHHPV� WR� VXJJHVW� WKDW�WKHUH� DUH� PDQ\� IDFWRUV� ZKLFK� LQIOXHQFH� WKH� H[WHQW� DQG� QDWXUH� RI� &65�� WKHVH� VWXGLHV� KDYH�UDLVHG� DV�PDQ\� TXHVWLRQV� DV� WKH\� KDYH� DQVZHUHG��$W� WKH� SUHVHQW� WLPH�� WKHUH� DUH� VWLOO�PDQ\�XQUHVROYHG� LVVXHV� DQG� LVVXHV� RYHU� ZKLFK� WKH� HPSLULFDO� HYLGHQFH� LV� HLWKHU� LQFRQFOXVLYH� RU�FRQWUDGLFWRU\��$GDPV�HW�DO������������6RPH�KDYH�TXHVWLRQHG�ZKHWKHU�DQ\�VWDEOH�UHODWLRQVKLSV�EHWZHHQ�&65�DQG�ILUP�FKDUDFWHULVWLFV�KDYH�EHHQ�SURYHQ��+DFNVWRQ�DQG�0LOQH���������QRWLQJ�WKH�ODFN�RI�VWDQGDUGL]DWLRQ�LQ�WKH�UHVHDUFK�WHFKQLTXHV�HPSOR\HG�ZLWK�UHJDUG�WR�VDPSOLQJ�DQG�PHDVXUHPHQW� WHFKQLTXHV�� WKLV� EHLQJ� RQH� UHDVRQ� ZK\� LW� LV� GLIILFXOW� WR� GUDZ� DQ\� ILUP�FRQFOXVLRQV� RQ� WKHVH� UHODWLRQVKLSV� �/LQGVD\�� ������� 'HVSLWH� WKHVH� MXVWLILDEOH� FRQFHUQV�� LW�VHHPV� IDLU� WR� FRQFOXGH� WKDW� VRPH� UHODWLRQVKLSV� KDYH� EHHQ� HVWDEOLVKHG�� *UD\� HW� DO� �������S�������IRU�H[DPSOH��ZHUH�DEOH�WR�LGHQWLI\�VHYHUDO�WKHPHV�LQ�YROXQWDU\�FRUSRUDWH�UHSRUWLQJ�RI�VRFLDO�DQG�HQYLURQPHQWDO� LVVXHV�WKDW�ZHUH�DSSDUHQW�LQ�WKH�HDUO\�����V�EDVHG�RQ�WKHLU�UHYLHZ�RI�SULRU�SXEOLVKHG�UHVHDUFK��L� WKH� SURSRUWLRQ RI� FRPSDQLHV� GLVFORVLQJ� YROXQWDU\� LQIRUPDWLRQ� DQG� WKH�H[WHQW RI� WKDW�GLVFORVXUH�DUH�VPDOO��LL� WKH�TXDOLW\ RI�VXFK�GLVFORVXUHV� �VXFK�DV�� IRU�H[DPSOH�� WKH�YHULILDELOLW\�RU�VSHFLILFLW\�RI�WKH�GDWD��LV�ORZ��LLL� GLVFORVXUH� YDULHV� RYHU� WLPH�� ERWK� DFURVV� FRPSDQLHV� DQG� EHWZHHQ� FRXQWULHV�� ZLWK�HQYLURQPHQWDO� GLVFORVXUH� LQ� SDUWLFXODU� UHIOHFWLQJ� WKH� FKDQJLQJ� VRFLDO�� SROLWLFDO� DQG�HFRQRPLF�FOLPDWH�LQ�ZKLFK�WKH\�RFFXU��LY� WKH�WRWDO DPRXQW�RI�YROXQWDU\�GLVFORVXUHV�VWD\V�IDLUO\�FRQVWDQW�RYHU�WLPH��ZLWK�FKDQJHV�RFFXUULQJ LQ�WKH�VXEMHFW�PDWWHU�RI�VXFK�GLVFORVXUHV��Y� WKHUH�LV�D�YHU\�FOHDU�VL]H HIIHFW�ZLWK�ODUJHU�FRPSDQLHV�EHLQJ�PRUH�OLNHO\�WR�GLVFORVH�WKDQ�VPDOOHU�FRPSDQLHV��DQG��YL� YHU\� OLWWOH� GLVFORVXUH� ZRXOG� EH� FRQVLGHUHG� µLQIRUPDWLRQ¶� LQ� WKH� QRUPDO� VHQVH� RI� WKH�ZRUG��WKH�YDVW�PDMRULW\�ODFNLQJ�DQ\�TXDQWLWDWLYH�VXSSRUW��ILQDQFLDO�RU�RWKHUZLVH��ZLWK�DQ�HPSKDVLV�RQ�SXEOLF�UHODWLRQV�UDWKHU�WKDQ�WUDQVSDUHQF\�1RWZLWKVWDQGLQJ�WKHVH�JHQHUDO�WKHPHV��WKHUH�QHYHUWKHOHVV�UHPDLQV�D�ODFN�RI�FRQVHQVXV�ZLWKLQ�WKH�&65�OLWHUDWXUH�DV� WR�ZK\ FRPSDQLHV�GLVFORVH�VRFLDO�DQG�HQYLURQPHQWDO� LQIRUPDWLRQ��,W� LV�RQO\� UHODWLYHO\� UHFHQWO\� WKDW� &65� UHVHDUFKHUV� KDYH� EHJXQ� WR� H[SOLFLWO\� WKHRULVH� DV� WR� WKH�UHDVRQV�ZK\ FRPSDQLHV�YROXQWDULO\�UHSRUW�VRFLDO�DQG�HQYLURQPHQWDO� LQIRUPDWLRQ��*UD\�HW�DO������E���7URWPDQ�DQG�%UDGOH\¶V��������VWXG\��IRU�H[DPSOH��ZKLOVW�FRPSUHKHQVLYH�LQ�WHUPV�RI�
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WKH� µVKRSSLQJ� OLVW¶� RI� YDULDEOHV� ZKLFK� ZHUH� V\QWKHVLVHG� IURP� WKH� &65� OLWHUDWXUH�� ODFNHG� D�FRKHVLYH� WKHRUHWLFDO� IUDPHZRUN�� VXFK� WKDW� WKH� WHVWLQJ� RI� WKLV� VKRSSLQJ� OLVW� UHTXLUHG� WKH�DGRSWLRQ� RI� YDULRXV� �DQG� SRWHQWLDOO\� FRQIOLFWLQJ�� WKHRUHWLFDO� SHUVSHFWLYHV� �'HHJDQ� DQG�*RUGRQ���������7KH� DEVHQFH�RI� V\VWHPDWLF� WKHRULVLQJ�RI�&65�KDV�EHHQ�VXJJHVWHG�DV�RQH�RI�WKH� SULQFLSDO� UHDVRQV� IRU� WKH� SUHVHQW� ODFN� RI� DQ\� VXEVWDQWLYH� FRQFOXVLRQV� DERXW� &65��0RUHRYHU��DOWKRXJK�WKHUH�KDYH�EHHQ�D�QXPEHU�RI�VWXGLHV�WKDW�KDYH�UHVHDUFKHG�&65�RYHU�WLPH��VHH� IRU� H[DPSOH��&DPSEHOO�� ������'HHJDQ� DQG�*RUGRQ�� ������*UD\�HW� DO��� ����E��*XWKULH�DQG� 3DUNHU�� ������ +RJQHU�� ������2¶'Z\HU� DQG�*UD\�� ������ DQG� DFURVV� FRXQWULHV �VHH�� IRU�H[DPSOH�� $GDPV� HW� DO��� ����E�� $GDPV� HW� DO��� ������ $QGUHZ� HW� DO��� ������ %HONDRXL� DQG�.DUSLN��������&RZHQ�HW��DO���������*XWKULH�DQG�3DUNHU��������/\QQ��������1HVV�DQG�0LU]D��������1LVNDOD�DQG�3UHWHV��������5REHUWV��&���������������7URWPDQ�DQG�%UDGOH\��������81��������������ZKLFK�KDYH�SURYLGHG�HYLGHQFH�RI�WUHQGV�LQ�DQG�DPRXQWV�DQG�W\SHV�RI�&65��WKHVH�VWXGLHV�KDYH�QRW�ILOOHG�WKH�YRLG�ZKLFK�H[LVWV�LQ�UHODWLRQ�WR�WKH�H[WHQW�WR�ZKLFK�&65�SUDFWLFHV�KDYH�EHHQ�LQIOXHQFHG�E\�FXOWXUH��UHJXODWLRQV�DQG�VRFLDO SUHVVXUH�JURXSV��$GDPV�HW�DO����������7KH� H[WHQW� WR�ZKLFK� FXOWXUDO� GLIIHUHQFHV�RU� WKH�SDUWLFXODU� VRFLR�SROLWLFDO�FKDUDFWHULVWLFV�RI�D�FRXQWU\�DUH�WKH�GRPLQDQW�LQIOXHQFHV�RQ�&65�SUDFWLFHV�LQ�WKH�����V�LV�RSHQ�WR�GHEDWH��/HZLV�DQG� 8QHUPDQ� �������� IRU� H[DPSOH�� VXJJHVW� WKDW� WKH� SUDFWLFH� RI� &65� PD\� EH� FXOWXUDOO\�UHODWLYH��7KH�LQIOXHQFH�RI�ERWK�FXOWXUH�DQG�QDWLRQDO�FXVWRPV�LQ�DFFRXQWLQJ�SUDFWLFHV�DPRQJVW�WKH�0HPEHU�6WDWHV� RI� WKH�(XURSHDQ�8QLRQ�DQG�()7$�FRXQWULHV�KDV�EHHQ�ZHOO� GRFXPHQWHG��VHH�� IRU�H[DPSOH��+DLUH HW�DO���������+RIVWHGH��������������6��*UD\���������7KHUH�DUH�DOVR�NQRZQ�WR�EH�VWURQJ�LQIOXHQFHV�IURP�WKH�SDUWLFXODU�VRFLDO�DQG�SROLWLFDO�VWUXFWXUHV�ZKLFK�H[LVW�ZLWKLQ�D�SDUWLFXODU�FRXQWU\�DV�ZHOO�DV�WKRVH�ZKLFK�EHFRPH�HVWDEOLVKHG�DV�D�UHVXOW�RI�DFFLGHQWVRI�KLVWRU\��+RSZRRG��������������3X[W\�HW�DO���������/RIW��������$GDPV�DQG�+DUWH���������$GDPV� HW� DO�� ������� DUJXH� WKDW� ZKHQ� ORRNLQJ� DW� WKH� ODUJHVW� �L�H�� JOREDO�� FRUSRUDWLRQV��FRUSRUDWLRQV�ZKLFK�DUH�HFRQRPLF�JLDQWV�ZLWK�RSHUDWLRQV�DQG�DFWLYLWLHV�DOO�RYHU�WKH�ZRUOG��WKH�LPSRUWDQFH�RI�FRXQWU\� DQG�FXOWXUH�VSHFLILF�IDFWRUV�PD\�EH�RXWZHLJKHG�E\�RWKHU�IDFWRUV��VXFK�DV�LQGXVWU\� DQG�FRUSRUDWH�FKDUDFWHULVWLFV��7KH�ULVH�RI�HFRQRPLF�JOREDOLVDWLRQ�LQ�WKH�ODWWHU�SDUW�RI� WKH� ��WK FHQWXU\�� WRJHWKHU� ZLWK� WKH� LQFUHDVLQJ� LQWHUQDWLRQDOLVDWLRQ� RI� DFFRXQWLQJ� DQG�UHSRUWLQJ� SUDFWLFHV� XQGHU� WKH� ,$6%�� PD\� LQGHHG�� DV� VXJJHVWHG� E\� $GDPV� HW� DO�� ��������LQFUHDVH�WKH�SRWHQWLDO�LQIOXHQFH�RI�ILUP�FKDUDFWHULVWLFV�VXFK�DV�VL]H�DQG�LQGXVWU\�LQ�H[SODLQLQJ�&65�SUDFWLFHV��+RZHYHU��WKH�SRWHQWLDO�SROLWLFDO��VRFLDO��HQYLURQPHQWDO�DQG�FXOWXUDO�LQIOXHQFH�RI�JOREDO�FRUSRUDWLRQV��E\�YLUWXH�RI�WKHLU�VKHHU�HFRQRPLF�SRZHU��SDUWLFXODUO\�LQ�WHUPV�RI�WKHLU�UHODWLRQVKLS� ZLWK� QDWLRQDO� JRYHUQPHQWV� WKURXJK� VXFK� LQVWLWXWLRQV� DV� WKH� :RUOG� 7UDGH�2UJDQL]DWLRQ��:72��DQG�WKH�:RUOG�(FRQRPLF�)RUXP��PD\�DOVR�JHQHUDWH�LQFUHDVHG�FRQFHUQV�DPRQJVW� VRFLHWLHV� ZKRVH� DJHQGD� LV� QRW� FRPSOHWHO\� GRPLQDWHG� E\� FRQFHUQV� ZLWK� HFRQRPLF�JURZWK�� FRQVXPHULVP� DQG� VHOI�LQWHUHVW�� &RQVHTXHQWO\�� WKH� UHOHYDQFH� RI� VRFLR�SROLWLFDO�SUHVVXUHV�DQG�RWKHU�H[WHUQDO� LQIOXHQFHV�RQ�ODUJH�FRUSRUDWLRQV�LQ�DLGLQJ�RXU�XQGHUVWDQGLQJ�RI�WKH�QDWXUH�DQG�FDXVHV�RI�&65�LV�DUJXDEO\�MXVW�DV��LI�QRW�PRUH��LPSRUWDQW��+HQFH��WKH�SRVLWLRQ�DGRSWHG�LQ�WKH�SUHVHQW�VWXG\�LV� WR�H[SORUH�WKH�FRQWULEXWLRQ�RI�ERWK�µILUP�FKDUDFWHULVWLFV¶�DQG�µVRFLR�SROLWLFDO� LQIOXHQFHV¶� IURP�ZLWKLQ� VHYHUDO� GLIIHUHQW� WKHRUHWLFDO� IUDPHZRUNV��HPSOR\LQJ�WUDGLWLRQDO� SRVLWLYLVW� PHWKRGRORJ\� LQ� HDFK� FDVH�� 7KHVH� GLIIHUHQW� WKHRUHWLFDO� IUDPHZRUNV� DUH�H[SORUHG�LQ�WKH�QH[W�FKDSWHU�
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1RWHV�� 0RWLYH�LV�YHU\ GLIILFXOW�WR�DVVHVV�IRU�WKRVH�QRW�GLUHFWO\�LQYROYHG�LQ�WKH�GHFLVLRQ�PDNLQJ�SURFHVV��&RQVHTXHQWO\��FDUH�QHHGV�WR�EH�H[HUFLVHG�ZKHQ�DVVXPLQJ�WKH�PRWLYDWLRQV�XQGHUO\LQJ�D�GLVFORVXUH�GHFLVLRQ�RI�DQ\�NLQG��HQYLURQPHQWDO�RU�RWKHUZLVH��6RFLR�SROLWLFDO�SUHVVXUHV�RQ�RUJDQL]DWLRQV�DUH�NQRZQ�WR�H[LVW�DQG�FDQ�EH�REVHUYHG�LQ�SUDFWLFH��+RZHYHU��WKLV�LV�QRW�WKH�VDPH�DV�EHLQJ�DEOH�WR�VD\�WKDW�WKHVH�SUHVVXUHV�VXFFHHG�LQ�FKDQJLQJ�WKH�EHKDYLRXU�RI�RUJDQL]DWLRQV��0RUHRYHU��DOWKRXJK�ZH�FDQ�LGHQWLI\�WKH�PDQ\�SRWHQWLDO�IRUFHV�IRU�FKDQJH��SDUWLFXODUO\�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�LVVXHV��WKH�SURFHVV�E\�ZKLFK�VXFK�IRUFHV�VXFFHHG�LQ�EULQJLQJ�DERXW�FKDQJH�DQG�WKH�IRUP�WKDW�VXFK�FKDQJH�WDNHV�LV�VWLOO�QRW�IXOO\�XQGHUVWRRG��*UD\�DQG�%HEELQJWRQ���������)RU�DQ�LQWURGXFWLRQ�WR�WKH�H[WHUQDO�DQG� LQWHUQDO� LQIOXHQFHV� IRU� µHQYLURQPHQWDO� FKDQJH¶�ZLWKLQ�RUJDQL]DWLRQV�� VHH�%HEELQJWRQ� HW�DO��������� *UD\� DQG� %HEELQJWRQ�� ������ *UD\� HW� DO�� ����D�� )RU D� JHQHUDO� LQWURGXFWLRQ� WR� LVVXHV� RI�RUJDQL]DWLRQDO�FKDQJH��VHH��IRU�H[DPSOH��/DXJKOLQ��������� ,W�LV�LPSUDFWLFDO�LQ�D�VLQJOH�VWXG\�WR�LQYHVWLJDWH�DOO�WKH�LQWHUQDO�IDFWRUV��H[WHUQDO�IDFWRUV�DQG�ILUP�FKDUDFWHULVWLFV�ZKLFK�PD\�KDYH�DQ�LQIOXHQFH�RQ�&65�&('��5DWKHU��DV�ZLWK�DOO�SULRU�UHVHDUFK�RI�WKLV�QDWXUH��WKH�DLPV�RI�WKH�SUHVHQW�SURMHFW�DUH�PXFK�PRUH�PRGHVW��EHLQJ�HVVHQWLDOO\�WR�H[SORUH�WKH�LQIOXHQFH�RI�D�QXPEHU�RI�IDFWRUV�ZKLFK��D�SULRUL��DUH�VXJJHVWHG�DV�KDYLQJ�H[SODQDWRU\�SRZHU�LQ�WKH�FRQWH[W�RI�WKH�WKUHH�FKRVHQ�WKHRUHWLFDO�IUDPHZRUNV��7KH�H[WHQW�WR�ZKLFK�WKHVH�IDFWRUV�DUH�VKRZQ�WR�H[SODLQ�YDULDWLRQV�LQ�WKH�YROXPH�RI�&('�DFURVV�ILUPV�LV�GLVFXVVHG�DW�WKH�FRQFOXVLRQ�RI�WKH�VWXG\�LQ�&KDSWHU������� $Q�LQ�GHSWK�UHYLHZ�RI�WKH�FRPSOHWH�GRPDLQ�RI�VRFLDO�UHVSRQVLELOLW\�UHVHDUFK�LV�RXWVLGH�WKH�VFRSH�RI� WKH� SUHVHQW� VWXG\�� )RU� GLIIHUHQW� DWWHPSWV� DW� SURYLGLQJ� VXFK� DQ� RYHUYLHZ�� VHH�� IRU H[DPSOH��%HONDRXL� DQG� .DUSLN�� ������ *UD\�� ������ *UD\� HW� DO�� ����E�� 0DWKHZV�� ������ 8OOPDQQ�� ������0DWKHZV��������SURYLGHV�D�V\VWHPDWLF�H[DPLQDWLRQ�RI�WKH�SXEOLVKHG�UHVHDUFK�OLWHUDWXUH�LQ�VRFLDO�DQG�HQYLURQPHQWDO�DFFRXQWLQJ�RYHU�WKH����\HDU�SHULRG�IURP����� WR�������� ,QWHUHVWLQJO\��WKHVH�GHYHORSPHQWV�PLUURU�WKH�WUHQG�LQ�PDLQVWUHDP�DFFRXQWLQJ�UHVHDUFK�ZKLFK��SULRU�WR�WKH�����V��ZDV�GRPLQDWHG�E\�µQRUPDWLYH¶�WKLQNLQJ�DQG�WKHRUL]LQJ��0DWWHVVLFK���������+RZHYHU��VLQFH�WKH�����V��HPSLULFDO�UHVHDUFK�KDV�EHFRPH�WKH�GRPLQDQW�IRFXV�RI�WKH�PDLQVWUHDP�DFFRXQWLQJ�DFDGHPLF� UHVHDUFK� FRPPXQLW\�� /DXJKOLQ� ������� VXJJHVWV� WKDW� WKLV�ZDV� GXH� WR� ILUVWO\�� D� µWLVVXH�UHMHFWLRQ¶� RI� QRUPDWLYH� LGHDV� LQ� DFFRXQWLQJ� SUDFWLFH� DQG� VHFRQGO\�� SUHVVXUH� IURP� ERWK� WKH�µHFRQRPLFV¶�DQG�µEHKDYLRXUDO¶ VFKRROV�IRU�JUHDWHU�HPSLULFDO�XQGHUVWDQGLQJ�RI�DFFRXQWLQJ��$V�LV�GLVFXVVHG�ODWHU�LQ�WKLV�FKDSWHU��HDUO\�LQWHUHVW�LQ�GHYHORSLQJ�QRUPDWLYH�PRGHOV�RI�VRFLDO�DFFRXQWLQJ�HYHQWXDOO\�JDYH�ZD\�WR�DQ�HPSKDVLV�RQ�HPSLULFDO�XQGHUVWDQGLQJ��7KH�IDLOXUH�RI�EXVLQHVV�WR� WDNH�XS�PDQ\�RI�WKH�HDUO\��H[SORUDWRU\�PRGHOV�RI�VRFLDO�DFFRXQWLQJ�PD\�KDYH�SOD\HG�D�SDUW�LQ�WKLV�VKLIW��� *UD\� HW� DO�� ������� SURYLGH� �FKDSWHU� ��� S������ RI� RQH� RI� WKH� HDUOLHVW� H[DPSOHV� RI� D� FRPSDQ\�UHSRUWLQJ� VSHFLILFDOO\� RQ� HQYLURQPHQWDO� LVVXHV� LQ� WKH� DQQXDO UHSRUW�� D� ³SROOXWLRQ� DXGLW´��FRPSOLDQFH�ZLWK�VWDQGDUG�UHSRUW��H[WUDFWHG�IURP�WKH������DQQXDO�UHSRUW�RI�3KLOOLSV�6FUHZ�&R���D�86�FRPSDQ\��6XFK�HDUO\�UHSRUWV�SURYLGH�PXFK�LQ� WKH�ZD\�RI�H[SHULHQFH�DQG�NQRZOHGJH�WKDW�LV�SHUKDSV� RIWHQ� LJQRUHG� E\� WKH� PDQ\� UHVHDUFKHUV�� FRPSDQLHV�� FRQVXOWDQWV� DQG� RWKHU� VR�FDOOHG�µH[SHUWV¶�QRZ�VR�KHDYLO\�LQYROYHG�LQ�WKH�FRUSRUDWH�HQYLURQPHQWDO�DQG�7%/�UHSRUWLQJ�EDQGZDJRQ��&65� LV� QRW� D� UHFHQW� SKHQRPHQRQ� DQG� EXVLQHVVHV�� UHVHDUFKHUV� DQG� FRQVXOWDQWV� ZKR� DVVXPH�RWKHUZLVH� UXQ� WKH� ULVN� RI ZDVWLQJ� YDOXDEOH� WLPH� DQG� PRQH\� LQ� UH�LQYHQWLQJ� µWULHG� DQG� WHVWHG¶�ZKHHOV��� )ULHGPDQ�FRQWLQXHG�� HYHQ�DV� UHFHQWO\� DV� WKH� ODWH�����V�� WR�KROG�RQ� WR� WKH�YLHZ� WKDW�H[HFXWLYHV�ZRXOG� EH� YLRODWLQJ� WKHLU� ILGXFLDU\� GXW\� WR� WKHLU� SULQFLSDOV� LI� WKH\� GLG� QRW� SXUVXH� JRDOV� ZKLFK�PD[LPLVHG�WKH�UHWXUQ�RQ�WKH�ODWWHU¶V�LQYHVWPHQW��-RKQVRQ���������� &RQWHQW�DQDO\VLV�LV�GLVFXVVHG�LQ�PRUH�GHWDLO�LQ�&KDSWHU����� ,W� ZDV� GXULQJ� WKLV� SHULRG� WKDW� SURIHVVLRQDO� DQG� DFDGHPLF� DFFRXQWDQF\� MRXUQDOV� VWDUWHG� WR� JLYH�HPSKDVLV� WR� VRFLDO� DQG� HQYLURQPHQWDO� DFFRXQWLQJ� DQG� UHSRUWLQJ�� 6LQFH� WKDW� WLPH�� D� QXPEHU� RI�DFFRXQWLQJ� MRXUQDOV� KDYH� SURGXFHG� VSHFLDO� LVVXHV� RQ� VRFLDO� DQG� HQYLURQPHQWDO� DFFRXQWLQJ�LQFOXGLQJ�$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO �$$$-��LQ�������9ROXPH���QR������������9RO�����QR�����DQG�������9RO�����QR������$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\ �$26��LQ�������9RO�����QR������$FFRXQWLQJ�)RUXP LQ�������9RO�����QRV�������DQG�������9RO�����QR������(XURSHDQ�$FFRXQWLQJ�5HYLHZ �($5��LQ�������9RO����QR������DQG��$VLD�3DFLILF�-RXUQDO�RI�$FFRXQWLQJ LQ�������9RO����QR�����



3ULRU�UHVHDUFK

���

�� 0RVW� &65� VWXGLHV� KDYH� SULYLOHJHG� FURVV�VHFWLRQDOLW\� �ZKHWKHU� JHRJUDSKLF� RU� HFRQRPLF�� RYHU�ORQJLWXGLQDOLW\��&DPSEHOO���������,Q�GHSWK�FDVH�VWXGLHV�RYHU�WLPH�DUH�TXLWH�UDUH��DOWKRXJK�WKH\�DUH�EHFRPLQJ�PRUH�FRPPRQ�LQ�UHODWLRQ WR�VWXGLHV�ZKLFK�DSSO\�OHJLWLPDF\�WKHRU\�LQ�H[SODLQLQJ�&65��VHH�&KDSWHU���IRU�PRUH�GHWDLOV������ 7KH�)RUWXQH���� LV�DQ�DQQXDO�OLVW�RI�WKH�WRS�����SXEOLFO\�WUDGHG�86�FRPSDQLHV�UDQNHG�E\�PDUNHW�FDSLWDOLVDWLRQ���� 7URWPDQ� �������� LQ� D� VLPLODU� VXUYH\� RI� WKH� DQQXDO� UHSRUWV� RI� WKH� ���� ODUJHVW�$XVWUDOLDQ� OLVWHG�FRPSDQLHV�� UHSRUWHG� DQ� LQFUHDVH� LQ� WKH� SHUFHQWDJH� RI� FRPSDQLHV� GLVFORVLQJ� VRPH� VRFLDO�UHVSRQVLELOLW\� LQIRUPDWLRQ� IURP� ���� LQ� ����� WR� ���� LQ� ������ ,Q� D� ODWHU� VWXG\�� 3DWWHQ� �������VRXJKW�WR�UHSHDW�WKH�(UQVW�	�(UQVW�VWXG\�XVLQJ�WKH������DQQXDO�UHSRUWV�RI�D�VDPSOH�RI�����)RUWXQH���� ILUPV�� 3DWWHQ� UHSRUWV� D� GHFOLQH� LQ� WKH� SHUFHQWDJH� RI� 86� FRPSDQLHV� GLVFORVLQJ� VRFLDO�LQIRUPDWLRQ� IURP� ���� LQ� ����� �(UQVW� DQG�(UQVW�� ������ WR� ���� LQ� ����� �3DWWHQ�� ������� 3DWWHQ�DUJXHV�WKDW�WKLV�GHFOLQH�UHIOHFWV�D�VKLIW�LQ�WKH�SXEOLF�SROLF\�DJHQGD�RI�86�JRYHUQPHQWV�LQ�WKH�����V�XQGHU�WKH�5HDJDQ�DGPLQLVWUDWLRQV���� 2WKHU�VWXGLHV�IURP�WKH�����V�RQZDUGV�KDYH�JHQHUDOO\�FRQILUPHG�D�ZLOOLQJQHVV�RI�FRUSRUDWLRQV�WR�UHSRUW� RQ� VRFLDO� DQG� HQYLURQPHQWDO� LVVXHV� �%URFNKRII�� ������'LHUNHV�� ������*UD\� HW� DO��� ������*UD\�HW�DO�������E��*XWKULH�DQG�0DWKHZV��������*XWKULH�DQG�3DUNHU��������/HVVHP��������1LVNDOD�DQG�3UHWHV��������3DWWHQ��������5H\��������6FKUHXGHU��������������6LQJK�DQG�$KXMD��������7HRK�DQG�7KRQJ�� ������7HUQLVLHQ�������� 7KHXQLVVH��������<DPDJDPL�DQG�.RNREX���������+RZHYHU��GHVSLWH� WKH� FRQVLGHUDEOH� DPRXQW�RI� UHVHDUFK�FDUULHG�RXW� LQ� WKH�86$� LQ� WKH�����V��PDQ\�RI� WKH�HDUO\�LQIHUHQFHV�UHPDLQ�WHQWDWLYH�HYHQ�WRGD\�RZLQJ�WR�WKH�IDFW�WKDW�VXFK�SDWWHUQV�UDUHO\�SURYHG�WR�EH�FOHDU�FXW��*UD\�HW�DO������������ 7KH�SHUFHSWLRQ�RI� D� µGHYHORSHG¶�QDWLRQ� LV� FXOWXUDOO\� DQG� LGHRORJLFDOO\�GHSHQGHQW��:KLOVW�PDQ\�:HVWHUQ�QDWLRQV�PD\�SHUFHLYH�RI� WKHPVHOYHV� DV�EHLQJ�GHYHORSHG� LQ� D�PDWHULDO VHQVH�� WKH�VDPH�PD\�QRW�EH�WUXH�ZKHQ�VXFK�QDWLRQV�DUH�FRQVLGHUHG�LQ�WHUPV�RI�WKHLU�VSLULWXDO GHYHORSPHQW��7KXV��0DKDWPD�*DQGKL��ZKHQ�DVNHG�E\�D�MRXUQDOLVW�ZKDW�KH�WKRXJKW�RI�:HVWHUQ�FLYLOL]DWLRQ��LV�UHSXWHG�WR�KDYH�UHSOLHG��³,�WKLQN�LW�ZRXOG�EH�D�JRRG�LGHD´��5HVXUJHQFH��6HSWHPEHU�2FWREHU����������� 2XWVLGH� RI� 1RUWK� $PHULFD� DQG� :HVWHUQ� (XURSH�� VWXGLHV� LQGLFDWH� UHODWLYHO\� ORZ� OHYHOV� RI�HQYLURQPHQWDO�UHSRUWLQJ�LQ�RWKHU�SDUWV�RI�WKH�ZRUOG�VXFK�DV�$XVWUDOLD��'HHJDQ�DQG�*RUGRQ��������*XWKULH� DQG� 3DUNHU�� ������� 1HZ� =HDODQG� �+DFNVWRQ� DQG�0LOQH�� ������� -DSDQ� �.RNREX� HW� DO���������<DPDJDPL�DQG�.RNREX��������DQG�6RXWK�$IULFD��6DYDJH���������1HYHUWKHOHVV��LQ�WKH�PDLQ�WKHVH�VWXGLHV�VXJJHVW�WKDW�&('�ZDV�RQ�WKH�LQFUHDVH�LQ�WKHVH�FRXQWULHV�LQ�WKH�HDUO\�����V��2¶'Z\HU�DQG�*UD\����������� $V� QRWHG� E\�7VDQJ� �������� LW� LV GDQJHURXV� WR� JHQHUDOL]H� WKH� UHVXOWV� RI� HPSLULFDO� VWXGLHV� LQ� WKH�µGHYHORSHG�ZRUOG¶� WR� OHVV�GHYHORSHG�FRXQWULHV�QRW� OHDVW�EHFDXVH� WKHVH�FRXQWULHV�DUH�DW�GLIIHUHQW�VWDJHV�RI�HFRQRPLF�GHYHORSPHQW��WKH�ODWWHU�EHLQJ�SRWHQWLDOO\�DQ�LPSRUWDQW�IDFWRU�LQIOXHQFLQJ�&65�SUDFWLFHV��)RU�D�UHYLHZ�RI�WUHQGV�DQG�H[SHULHQFHV�LQ�QRQ�ZHVWHUQ�(XURSHDQ�FRXQWULHV�DQG�SDUWV�RI�WKH�OHVV�GHYHORSHG�DQG�QHZO\�LQGXVWULDOL]HG�FRXQWULHV��VHH��IRU�H[DPSOH��*UD\�HW�DO���������FKDSWHU������ )RU� H[DPSOH�� WKH� '77,� ������� VXUYH\� RI� FRUSRUDWH� HQYLURQPHQWDO� UHSRUWLQJ� LQ� 6FDQGLQDYLDQ�FRXQWULHV�UHSRUWV�WKDW�DSSUR[LPDWHO\�����DQG������UHVSHFWLYHO\��RI�WKH�OLVWHG�FRPSDQLHV�LQFOXGHG�IURP�'HQPDUN�DQG�6ZHGHQ�DUH�LQ�WKH�EDQNLQJ�DQG�LQVXUDQFH�RU�SURSHUW\�DQG�LQYHVWPHQW�VHFWRUV�ZKLFK�SURYLGHG�RQO\�OLPLWHG�OHYHOV�RI�LQIRUPDWLRQ�RQ�HQYLURQPHQWDO�PDWWHUV���� 7KH� GDWD� SUHVHQWHG� LQ� 7DEOH� ���� DOVR� LQFOXGHV� GDWD� IURP� LQWHUQDWLRQDO� VWXGLHV� UHIHUUHG� WR�SUHYLRXVO\��JLYHQ�WKDW�VRPH�RI�WKHVH�VWXGLHV�DOVR�SURYLGH�GDWD�LQ�UHODWLRQ�WR�LQGLYLGXDO�FRXQWULHV���� 7KLV� WUHQG� RI� LQFUHDVLQJ� QXPEHUV� RI� FRPSDQLHV� UHSRUWLQJ� RQ� HQYLURQPHQWDO� LVVXHV� LQ� WKH� HDUO\�����V�ZDV�DOVR�PLUURUHG� LQ� WKH�8.��7KH�&RPSDQ\�5HSRUWLQJ VXUYH\�RI�8.�ILQDQFLDO� UHSRUWLQJ�UHSRUWV� WKDW�����RI�8.�FRPSDQLHV�PDGH�VRPH�PHQWLRQ�RI�WKH�HQYLURQPHQW�VRPHZKHUH�LQ�WKHLU�DQQXDO�UHSRUWV��ZLWK�����RI�FRPSDQLHV�SURYLGLQJ�HQYLURQPHQWDO�LQIRUPDWLRQ�LQ�D�VHSDUDWH�VHFWLRQ�RI� WKH� UHSRUW� �&RPSDQ\� 5HSRUWLQJ�� ������� 7KLV� FRPSDUHV� ZLWK� ILJXUHV� RI� ���� DQG� ����UHVSHFWLYHO\��IRU�������&RPSDQ\�5HSRUWLQJ������������DQG�����UHVSHFWLYHO\��IRU���� ���&RPSDQ\�5HSRUWLQJ��������DQG�����DQG�����UHVSHFWLYHO\��IRU�������&RPSDQ\�5HSRUWLQJ����������� 7KH�WHUP�µVXVWDLQDELOLW\�UHSRUWV¶�UHIHUV�WR�D� IRUP RI�UHSRUWLQJ�NQRZQ�DV�WULSOH�ERWWRP�OLQH��7%/��UHSRUWLQJ� UDWKHU� WKDQ� WR� SURYLGLQJ� DQ� DFWXDO� DFFRXQW RI� WKH� H[WHQW� WR�ZKLFK� DQ� RUJDQL]DWLRQ� LV��XQ�VXVWDLQDEOH�HFRORJLFDOO\��)RU�DQ�LQWURGXFWLRQ�WR�WULSOH�ERWWRP�OLQH�UHSRUWLQJ�VHH��IRU�H[DPSOH��
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(ONLQJWRQ���������&RQVLVWHQW�ZLWK�WKH�*5,�JXLGHOLQHV��*5,��������.03*�:,00��������GHILQH�µVXVWDLQDELOLW\� UHSRUWV¶� DV�� ³«� UHSRUWV� WKDW� LQFOXGH� TXDQWLWDWLYH� DQG� TXDOLWDWLYH� LQIRUPDWLRQ� RQ�WKHLU�ILQDQFLDO�HFRQRPLF��VRFLDO�HWKLFDO�DQG�HQYLURQPHQWDO�SHUIRUPDQFH�LQ�D�EDODQFHG�ZD\´��S�����:KLOVW� 7%/� UHSRUWLQJ� PD\� SURYLGH� DQ� LQGLFDWLRQ� RI� VHOHFWHG DVSHFWV� RI� VRFLDO�� HFRQRPLF� DQG�HQYLURQPHQWDO�SHUIRUPDQFH��LW�LV�QRQVHQVH�WR�VXJJHVW�WKDW�VXFK�UHSRUWLQJ�LV�µEDODQFHG¶�JLYHQ�WKH�HQRUPRXV� FRPSOH[LWLHV�� GLIIHUHQFHV� RI� RSLQLRQ� DQG� XQFHUWDLQWLHV� VXUURXQGLQJ� WKH� FRQFHSW� RI�VXVWDLQDELOLW\��)RU�DQ� LQWURGXFWLRQ� WR�DFFRXQWLQJ�IRU�VRPH�IRUP�RI�RUJDQL]DWLRQDO�VXVWDLQDELOLW\��VHH�� IRU� H[DPSOH�� %HEELQJWRQ� DQG� *UD\�� ������ %HEELQJWRQ� DQG� 7KRPVRQ�� ������ *UD\�� ������5XEHQVWHLQ���������� 9DULRXV� IDFWRUV� DUH� OLNHO\� WR� KDYH� LQIOXHQFHG� WKHVH� WUHQGV�� LQFOXGLQJ� OHJDO�� UHJXODWRU\� DQG�JRYHUQPHQW�EDFNHG�GHYHORSPHQWV��VHH�&KDSWHU����6HFWLRQ�������WKH�JURZWK�LQ�VRFLDOO\�UHVSRQVLEOH�LQYHVWPHQW� �65,�� DQG� 65,� IXQGV� �VXFK� DV� WKH� µ'RZ� -RQHV�6XVWDLQDELOLW\�*URXS� ,QGH[¶� DQG� WKH�µ)76(�*RRG�,QGH[¶��DQG�VKLIWV�WRZDUGV�PRUH�LQWHJUDWHG��µRQH�VWRS�VKRSSLQJ¶�IRUPV�RI�UHSRUWLQJ��� $OO�RI�WKH�VWXGLHV�UHIHUUHG�WR�EHORZ�XVHG�VRPH�IRUP�RI�FRQWHQW�DQDO\VLV�DV�WKH�SULPDU\�PHWKRG�RI�PHDVXULQJ�WKH�YROXPH�RI�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUHV���� µ,QIRUPDWLRQ� FRQWHQW¶� LV� D� WHUP� PRVW� FRPPRQO\� DVVRFLDWHG� ZLWK� VHFXULW\� SULFH� UHVHDUFK�� L�H��UHVHDUFK�ZKLFK�H[SORUHV�WKH�UHODWLRQVKLS�EHWZHHQ�DFFRXQWLQJ�LQIRUPDWLRQ�DQG�WKH�UHDFWLRQV�RI�WKH�VWRFN�PDUNHWV�ZKLFK�GHWHUPLQHV� WKH�VKDUHV�SULFHV� IRU�FRPSDQLHV�ZKRVH�VHFXULWLHV�DUH� WUDGHG� LQ�WKHVH� PDUNHWV�� 6HFXULW\� SULFH� UHVHDUFK� LV� LWVHOI� FORVHO\� WLHG� WR� WKH� HIILFLHQW� PDUNHW� K\SRWKHVLV��(0+��ZKLFK�� EDVLFDOO\�� LQ� LWV� VHPL�VWURQJ� IRUP�� DVVHUWV� WKDW� WKH� VWRFN�PDUNHW� LQVWDQWDQHRXVO\��DQG�ZLWKRXW� ELDV�� FRPSRXQGV� LQWR� DQ� RUJDQL]DWLRQ¶V� VKDUH� SULFH� DOO� UHOHYDQW SXEOLFO\� DYDLODEOH�LQIRUPDWLRQ�� LQFOXGLQJ� DFFRXQWLQJ� DQG� DOO� RWKHU� H[WHUQDOO\� DYDLODEOH� LQIRUPDWLRQ�� 7KXV�� WKH�XQGHUO\LQJ� UDWLRQDO� LV� WKDW� IRU� DQ\� IRUP�RI� LQIRUPDWLRQ� SXEOLVKHG�E\�D� FRPSDQ\�� WKH� HFRQRPLFYDOXH� RI� WKDW� LQIRUPDWLRQ� FDQ� EH� DVFHUWDLQHG� E\� UHIHUHQFH� WR� DQ\� FKDQJH� LQ� WKH� GLVFORVLQJ�RUJDQL]DWLRQ¶V� VKDUH� SULFH� �DVVXPSWLRQ� RI� FDXVDOLW\��� ,I� WKHUH� LV� VXFK� D� FKDQJH�� WKHQ� WKH�LQIRUPDWLRQ�LV�VDLG�WR�KDYH�LQIRUPDWLRQ�YDOXH�RU�FRQWHQW�WR�WKRVH�GHDOLQJ�LQ�WKH�VKDUHV��)RU�D�PRUH�GHWDLOHG� UHYLHZ� RI� WKH� (0+� DQG� LWV� LPSOLFDWLRQV� DQG� UDPLILFDWLRQV�� VHH�� IRU� H[DPSOH�� %HDYHU��������+LQHV���������� 2I�WKH����VWXGLHV�UHYLHZHG�E\�8OOPDQQ��������RQ�WKH�LQWHUUHODWLRQVKLSV�EHWZHHQ�VRFLDO�GLVFORVXUH��VRFLDO�SHUIRUPDQFH�DQG�HFRQRPLF�SHUIRUPDQFH�����SURYLGHG�HYLGHQFH�RI� D�SRVLWLYH�FRUUHODWLRQ��ILYH�D�QHJDWLYH�FRUUHODWLRQ��WZR�QR�FRUUHODWLRQ��RQH�D�8�VKDSHG�FRUUHODWLRQ�DQG�WKH�RWKHU�UHSRUWHG�QR�FRUUHODWLRQ�ZLWK�VRPH�YDULDEOHV�DQG�D�QHJDWLYH�FRUUHODWLRQ�ZLWK�RWKHU�YDULDEOHV���� 6WXGLHV�LQWR�WKH�DVVRFLDWLRQ�EHWZHHQ�ILUP�FKDUDFWHULVWLFV�DQG�YROXQWDU\�GLVFORVXUHV�JHQHUDOO\��DV�RSSRVHG� WR�VSHFLILF� IRUPV�RI� VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUH��EHORQJ� WR�D� VHSDUDWH� ILHOG�RI�UHVHDUFK�LQ�WKHLU�RZQ�ULJKW�DQG�DUH�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\��+RZHYHU��UHFHQW�VWXGLHV��VHH��IRU�H[DPSOH��0HHN�HW�DO���������LQWR�WKH�YROXQWDU\�GLVFORVXUHV�RI�PXOWL�QDWLRQDO�FRUSRUDWLRQV��01&V��SURYLGH�HYLGHQFH�ZKLFK�VXJJHVWV�WKDW�IDFWRUV�VXFK�DV�VL]H��FRXQWU\��OLVWLQJ�VWDWXV��DQG��WR�D�OHVVHU�H[WHQW��LQGXVWU\�DUH�WKH�PRVW�LPSRUWDQW�IDFWRUV�H[SODLQLQJ�VXFK�GLVFORVXUHV��DOWKRXJK�WKH�LPSRUWDQFH�RI�IDFWRUV�YDULHV�DFFRUGLQJ�WR�LQIRUPDWLRQ�W\SH��6WXGLHV�RI�YROXQWDU\�GLVFORVXUH�LVVXHV�LQ�JHQHUDO�KDYH�DOVR�FRQVLGHUHG�WKH�FRVW�EHQHILW�K\SRWKHVLV��IRU�H[DPSOH��*UD\�HW�DO����������XQGHU�ZKLFK�DQ�RUJDQL]DWLRQ�ZLOO�DVVHVV�WKH�UHODWLYH�FRVWV�DQG�EHQHILWV�RI�GLVFORVLQJ�LQIRUPDWLRQ��,Q�WKL V�FRQWH[W��GLVFORVXUH�FUHDWHV�GDWD�FROOHFWLRQ��SURFHVVLQJ�DQG�DXGLWLQJ�FRVWV��DQG�FRXOG�DOVR�JLYH�ULVH�WR�ORVVHV�LQ�FRPSHWLWLYH�DGYDQWDJH�RU�QHJDWLYH�LPSDFWV�RQ�VKDUH�SULFHV�DQG�XQIDYRXUDEOH�SROLWLFDO�SHUFHSWLRQV��9DQ�1XIIHO�HW�DO������������ 7KH�IDFW�WKDW�VRPH�HPSLULFDO�VWXGLHV�KDYH�µIDLOHG¶�VKRXOG�QRW�LQ�LWVHOI�EH�D�PDWWHU�RI�UHJUHW�RU�RYHU�FRQFHUQ��7KH� SXEOLFDWLRQ� RI� µIDLOHG¶� HPSLULFDO� VWXGLHV� LV� WR�EH� DSSODXGHG�JLYHQ� WKDW� �L��ZH�FDQ�OHDUQ�PXFK�IURP�VWXGLHV�WKDW�GR�QRW�ZRUN�DQG��LL��WKDW�WKHLU�SXEOLFDWLRQ�UHGXFHV�WKH�WHPSWDWLRQ�IRU�RWKHUV�WR�WU\�DQG�SURGXFH�µVXFFHVVIXO¶�UHVXOWV�DW�DOO�FRVWV�
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&KDSWHU��3DUDGLJPV��WKHRULHV�DQG�WKHRU\�FORVXUH
��� ,QWURGXFWLRQ7KH�SXUSRVH�RI� WKLV�FKDSWHU� LV� WR�H[DPLQH�YDULRXV�GLIIHUHQW�DSSURDFKHV�WR� WKH�VWXG\�RI�&65�WKDW� KDYH� H[SOLFLWO\� WKHRULVHG�� DQG� WKXV� RIIHUHG� SUHGLFWLRQV�� H[SODQDWLRQV� DQG�RU�LQWHUSUHWDWLRQV�� DV� WR� ZK\ FRPSDQLHV� YROXQWDULO\� GLVFORVH� VRFLDO� DQG� HQYLURQPHQWDO�LQIRUPDWLRQ�� $FFRXQWLQJ� UHVHDUFKHUV� KDYH�� RYHU� WKH� \HDUV�� RIIHUHG� D� YDULHW\� RI� GLIIHUHQW�WKHRUHWLFDO�LQVLJKWV�LQWR�WKH�QDWXUH�DQG�FDXVHV�RI�&65��VHH��IRU�H[DPSOH��$GDPV��HW�DO���������*XWKULH� DQG� 3DUNHU�� ������ *UD\�� HW� DO��� ������ .RNREX� HW� DO��� ������ /HKPDQ�� ������ ������/HZLV� DQG�8QHUPDQ�� ������2¶'RQRYDQ�� ����D�� E��1HX� HW� DO��� ������ 3RZHU�� ����D�� 3X[W\�������� ������ 5REHUWV�� 5��� ������ 7LOW�� ������ 7LQNHU�� ����D�� E�� 7LQNHU� DQG� 1HLPDUN�� ������7LQNHU�HW�DO��������� :KLOVW�WKHUH�D�QXPEHU�RI�GLIIHUHQW�WKHRULHV�ZKLFK��SRWHQWLDOO\��FRXOG�EH�HPSOR\HG�LQ�D�VWXG\�RI�&('���DV�LQGLFDWHG�LQ�&KDSWHU����IRU�WKH�SXUSRVHV�RI�WKH�K\SRWKHWLFR�GHGXFWLYH�PHWKRG�RI�UHVHDUFK��WKUHH�KDYH�EHHQ�VHOHFWHG�IRU�XVH�LQ�WKH�SUHVHQW�VWXG\��HFRQRPLF�DJHQF\� WKHRU\� �($7��� PDQDJHULDO� VWDNHKROGHU� WKHRU\� �067�� DQG� RUJDQL]DWLRQDO� OHJLWLPDF\�WKHRU\� �2/7���� 7KH� SUHYLRXV� FKDSWHU� UHYLHZHG� SULRU� HPSLULFDO� UHVHDUFK� IRU� WHVWV� RI�DVVRFLDWLRQ�EHWZHHQ�&65�DQG�RWKHU�YDULDEOHV��:KLOVW�VXFK�UHVHDUFK�XQGRXEWHGO\�KDV�YDOXH�LQ�WHUPV�RI�VKHGGLQJ� OLJKW�RQ� WKHVH�SXWDWLYH�DVVRFLDWLRQV��E\� LWVHOI�D� WHVW�RI�DVVRFLDWLRQ�IDLOV� WR�DQVZHU� WKH� LPSRUWDQW� TXHVWLRQ� DV� WR� ZK\�� LQ� WKH� DEVHQFH� RI� UHJXODWRU\� UHTXLUHPHQWV��FRPSDQLHV�YROXQWDULO\ GLVFORVH�HQYLURQPHQWDO� LQIRUPDWLRQ��7KXV��ZKLOVW� LW�PD\�EH�XVHIXO� WR�NQRZ�WKDW��IRU�H[DPSOH��ILUP�FKDUDFWHULVWLF�$��H�J��VL]H��LV�SRVLWLYHO\�FRUUHODWHG�ZLWK�DQRWKHU�YDULDEOH�%� �H�J�� WKH�YROXPH�RI�&('��� WR�XQGHUVWDQG� WKH�SRVVLEOH�QDWXUH�DQG�FDXVHV�RI�&('�UHTXLUHV�H[SOLFLW�D�SULRUL WKHRULVLQJ�DV�WR�ZK\ $�PD\�EH�SRVLWLYHO\�FRUUHODWHG�ZLWK�%��,Q� WKH� QDWXUDO� DQG� VRFLDO� VFLHQFHV��PXFK� UHVHDUFK� HIIRUW� LV� GLUHFWHG� WRZDUGV�GLVFRYHULQJ� WKH�µZK\¶�DVSHFWV�RI�QDWXUDO�DQG�VRFLDO�SKHQRPHQD��7KLV�UHIOHFWV�QRW�RQO\�RXU�LQTXLVLWLYH�QDWXUH�EXW�DOVR�D�FRQFHUQ�WR�KDUQHVV�QHZ�NQRZOHGJH�WR�LPSURYH�WKH�TXDOLW\�RI�RXU�OLYHV�DV�ZHOO�DV�WR�PDNH�YLVLEOH�VRPH�RI�WKH�OHVV�REYLRXV�DQG�WDNHQ�IRU�JUDQWHG�DVSHFWV�DQG�LPSDFWV�RI�WKH�VRFLDO�DQG�QDWXUDO� V\VWHPV� ZLWKLQ�ZKLFK�ZH� OLYH�� ,Q� WKH�VRFLDO�VFLHQFHV�� LQFOXGLQJ�HFRQRPLFV�DQG�DFFRXQWDQF\��WKH�VHDUFK�IRU�QHZ�NQRZOHGJH�DQG�LQVLJKWV�LV�DVVLVWHG�E\�WKH�XVH�RI�WKHRULHV�RU�PRGHOV� HDFK�RI�ZKLFK�RIIHUV� D�GLIIHUHQW� µOHQV¶�ZKLFK�� WKRXJK�YLHZLQJ� WKH� VDPH� WRWDO� VRFLDO�µUHDOLW\¶�� IRFXVHV� RQ�FKRVHQ DVSHFWV� RI� WKDW� UHDOLW\�ZKLFK� DUH�MXGJHG� WR� EH� LPSRUWDQW� LQ� WKH�FRQWH[W�RI�WKH�µZRUOG�YLHZ¶�ZKLFK�WKH�WKHRU\�VRFLDOO\�FRQVWUXFWV�IRU�WKH�SXUSRVH�RI�VFLHQWLILF�DQDO\VLV� DQG� LQYHVWLJDWLRQ��� $V� VXFK�� WKHRULHV� GR� QRW� µWUDYHO� DORQH¶�� (YHU\� WKHRU\� FRPHV�µZUDSSHG¶� LQ� D� VHW� RI� DVVXPSWLRQV� FRQFHUQLQJ� VXFK� WKLQJV� DV� WKH�QDWXUH�RI� WKH�ZRUOG��ZKDW�FRQVWLWXWHV�QHZ�NQRZOHGJH�DQG�KRZ�WR�JR�DERXW�WKH�SURFHVV�RI�DFTXLULQJ�WKDW�QHZ�NQRZOHGJH��VHH�� IRU� H[DPSOH��%RXOGLQJ�� ������0RUJDQ�� ������� 7KHVH� RQWRORJLFDO�� HSLVWHPRORJLFDO� DQG�PHWKRGRORJLFDO�DVVXPSWLRQV�JLYH�SDUWLFXODU�PHDQLQJ�WR�DQ�RWKHUZLVH�FRPSOH[��FRQIXVLQJ�DQG�NDOHLGRVFRSLF�VRFLDO�ZRUOG�
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/LNH� LQGLYLGXDOV� LQ� HYHU\GD\� OLIH�� VFLHQWLVWV� DQG� VRFLDO� VFLHQWLVWV� VKDSH�NQRZOHGJH� WKURXJK�PHDQV�RI�FRQVWUXFWV�ZKLFK�KHOS� WKHP�RUJDQL]H�DQG�PDNH�VHQVH� RI� WKH� FRPSOH[� DQG� DPELJXRXV� H[SHULHQFHV� WKH\� HQFRXQWHU��«� ,Q� WKLV�ZD\�� UHVHDUFK� EXLOGV� RQ� D� QHWZRUN� RI� DVVXPSWLRQV� WKDW� DUH� RIWHQ� WDNHQ� IRU�JUDQWHG��\HW�ZKLFK�H[HUW�D�GHFLVLYH�LQIOXHQFH�RQ�ZKDW�LV�VHHQ�DV�VWXGLHG��'DYLV�HW�DO� ������S������$OO� VFLHQFH� LV�SUHGLFDWHG�� WR VRPH�GHJUHH�RU�RWKHU��RQ�D� VHW�RI�DVVXPSWLRQV��VRPH�RI�ZKLFK�KDYH� ORQJ� EHHQ� WKH� VXEMHFW� RI� LQWHQVH� DQG�RIWHQ� DFULPRQLRXV�GHEDWH� DPRQJVW� VFLHQWLVWV� DQG�SKLORVRSKHUV��5HVHDUFKHUV�XVLQJ�WKHRULHV�DXWRPDWLFDOO\��ZKHWKHU�H[SOLFLWO\�RU�E\�LPSOLFDWLRQ��DGRSW� YDULRXV�PHWD�WKHRUHWLFDO� DVVXPSWLRQV�� WKHUHE\� DFFHSWLQJ� WKH� µZRUOG�YLHZ¶� RIIHUHG� E\�WKH� WKHRU\� EHLQJ� XVHG��� ,Q� SUDFWLFH�PRVW� SXEOLVKHG� UHVHDUFK�ZLWKLQ�PDLQVWUHDP�RU� µQRUPDO¶�VFLHQFH� JHQHUDOO\� HVFKHZV� D� GLVFXVVLRQ� RI� RQWRORJLFDO�� HSLVWHPRORJLFDO� DQG�PHWKRGRORJLFDO�DVVXPSWLRQV�� /DXJKOLQ� ������� S������ KRZHYHU�� DVVHUWV� WKDW� ³«� DOO� ZRXOG�EH� DFFRXQWLQJ�UHVHDUFKHUV�QHHG�WR�EH�DEOH�WR�DUJXH�QRW�RQO\�WKH�PHULWV�RI�WKHLU�FKRVHQ�SHUVSHFWLYH��EXW�DOVR�WR� EH� DEOH� WR� GHIHQG� WKHLU� SRVLWLRQ� DQG� EH� HTXDOO\� SUHSDUHG� WR� EH� FRQWUDGLFWHG�´� :KHUH�SKHQRPHQD� DUH� UHVHDUFKHG� XVLQJ� D� VLQJOH� WKHRU\�� WKH� UHOHYDQFH� RI� WKH� XQGHUO\LQJ� PHWD�WKHRUHWLFDO� DVVXPSWLRQV�PD\� EH� OHVV� FUXFLDO�� WKRXJK� QRW� OHVV� LPSRUWDQW�� JLYHQ� WKDW� WKHUH� LV�RQO\� RQH� µZRUOG�YLHZ¶� LQIRUPLQJ� WKH� UHVHDUFK�� +RZHYHU�� ZKHUH� VHYHUDO� GLIIHUHQW� WKHRULHV�EHORQJLQJ� WR� GLIIHUHQW� ZRUOG�YLHZV� DUH� HPSOR\HG�� DV� LQ� WKH� FDVH� RI� WKH� SUHVHQW� VWXG\��FRPSOLFDWLRQV� FDQ� DULVH� GXH� WR� WKH� FRQIOLFWLQJ� QDWXUH� RI� WKH� PHWD�WKHRUHWLFDO� DVVXPSWLRQV�XQGHUO\LQJ�HDFK�WKHRU\��,Q�HIIHFW��LQ�WKHVH�FLUFXPVWDQFHV��WKH�UHVHDUFKHU�LV�H[SORULQJ�WKH�VDPH�VRFLDO�SKHQRPHQD�EXW�RSHUDWLQJ��VLPXOWDQHRXVO\��IURP�ZLWKLQ�GLIIHUHQW��SDUDOOHO�XQLYHUVHV��$V�D� FRQVHTXHQFH�� LW� EHFRPHV�DOO� WKH�PRUH�QHFHVVDU\� IRU� WKH� UHVHDUFKHU� WR�SURSHUO\�XQGHUVWDQG�WKH� PHWD�WKHRUHWLFDO� DVVXPSWLRQV� LQIRUPLQJ� HDFK� WKHRU\�� QRW� OHDVW� WR� DYRLG� LQFRUUHFWO\�LQWHUSUHWLQJ� WKH� UHVXOWV� DQG� LPSOLFDWLRQV� RI� WKH� µVWRU\¶� DV� WROG� E\� HDFK� WKHRU\�� )RU� WKHVH�UHDVRQV�� WKH� SUHVHQW� FKDSWHU� SURYLGHV� DQ� RYHUYLHZ� RI� WKH� RQWRORJLFDO�� HSLVWHPRORJLFDO��PHWKRGRORJLFDO� DV� ZHOO DV� KXPDQ� QDWXUH� DVVXPSWLRQV� RI� ($7�� 067� DQG� 2/7� DV� WKH�IRXQGDWLRQV� RU� µEXLOGLQJ� EORFNV¶� WR� VXEVHTXHQW� FKDSWHUV� ���� �� DQG� ��� ZKLFK� H[SORUH� HDFK�WKHRU\�� UHVSHFWLYHO\�� WRZDUGV� WKH� GHYHORSPHQW� RI� K\SRWKHVHV� IRU�PRGHOOLQJ� RI� UHODWLRQVKLSV�EHWZHHQ�&('�DQG�VSHFLILHG�YDULDEOHV�7KH�UHVW�RI�WKLV�FKDSWHU�LV�VWUXFWXUHG�DV�IROORZV��6HFWLRQ�����SURYLGHV�D�GHILQLWLRQ�RI�WKHRU\�DV�XVHG�LQ�VFLHQFH�DQG�FRQVLGHUV��EULHIO\��WKH�GHYHORSPHQW�RI�WKHRU\�ZLWKLQ�WKH�GLIIHUHQW�UHVHDUFK�WUDGLWLRQV� ZKLFK� H[LVW� ZLWKLQ� DFFRXQWDQF\� UHVHDUFK�� 6HFWLRQ� ���� GHYHORSV� WKLV� IXUWKHU� E\�KLJKOLJKWLQJ� WKH�SKLORVRSKLFDO� LVVXHV� LQYROYHG� LQ� WKHRU\� VHOHFWLRQ�DQG�DFFHSWDQFH��XVLQJ� WKH�FRQFHSW� RI� VFLHQWLILF� SDUDGLJPV�� 7KLV� LQFOXGHV� D� EULHI� UHYLHZ� RI� KRZ� WKH� FRQFHSW� RI�SDUDGLJPV� KDV� EHHQ� LQWHUSUHWHG� ZLWKLQ� DFFRXQWDQF\� IRU� WKH� FODVVLILFDWLRQ� RI� DFFRXQWLQJ�WKHRULHV�� 6HFWLRQ� ���� SURYLGHV� DQ� RYHUYLHZ� RI� %XUUHOO� DQG� 0RUJDQ¶V� VHPLQDO� FRQFHSW� RI�VRFLRORJLFDO�SDUDGLJPV DQG�KRZ�WKLV�FRQFHSW�FDQ�EH�XVHG�IRU�WKH�FODVVLILFDWLRQ�RI�DFFRXQWLQJ�WKHRULHV� DPRQJVW� GLIIHUHQW SDUDGLJPV��7KHVH� GLIIHUHQW� SDUDGLJPV� DUH� H[SORUHG� VHSDUDWHO\� LQ�VHFWLRQV������WKH�IXQFWLRQDOLVW�SDUDGLJP��������WKH�LQWHUSUHWLYH�SDUDGLJP��DQG������WKH�UDGLFDO�SDUDGLJPV���UHVSHFWLYHO\��,Q�HDFK�FDVH��UHIHUHQFH�LV�PDGH�WR�WKH�W\SH�RI�&65�UHVHDUFK�WKDW�KDV�EHHQ�FDUULHG�RXW�ZLWKLQ�WKDW�SDUDGLJP�DQG�WKH�XQGHUVWDQGLQJV�WKDW�VXFK�UHVHDUFK�KDV�EURXJKW�WR�WKH�VWXG\�RI�&('��6HFWLRQ�����FRQVLGHUV�VRPH�RI�WKH�FULWLFLVPV�WKDW�KDYH�EHHQ�OHYHOOHG�DW�%XUUHOO� DQG�0RUJDQ¶V� IUDPHZRUN�� SDUWLFXODU� WKRVH� E\� DFFRXQWLQJ� UHVHDUFKHUV�� WRJHWKHU�ZLWK�WKH� DUJXPHQWV� XVHG� WR� MXVWLI\� LWV� XVH� LQ� WKH� SUHVHQW� VWXG\�� 6HFWLRQ� ���� VLWXDWHV� WKH� WKHRULHV�
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FKRVHQ�IRU�XVH�LQ�WKH�SUHVHQW�VWXG\�ZLWKLQ�%XUUHOO�DQG�0RUJDQ¶V�VRFLRORJLFDO�SDUDGLJPV DQG�SURYLGHV� DQ� RYHUDOO� VXPPDU\� RI� WKH� NH\� SKLORVRSKLFDO DVSHFWV�RI� HDFK� WKHRU\��6HFWLRQ������DGGUHVVHV�VRPH�RI�WKH�NH\�PHWKRGRORJLFDO�LVVXHV�ZKLFK�DULVH�ZKHQ�HPSOR\LQJ�WKHRULHV�ZKLFK�EHORQJ� WR� GLIIHUHQW� VRFLRORJLFDO� SDUDGLJPV�� D� FRQFHSW� NQRZQ� DV�PXOWL�SDUDGLJP� UHVHDUFK��6HFWLRQ� ����� DOVR� H[SODLQV� WKH� RYHUDOO� DSSURDFK� DGRSWHG� LQ� WKH� SUHVHQW� VWXG\� IRU� WKH�H[SORUDWLRQ� RI� ERWK� SXWDWLYH� DVVRFLDWLRQV� EHWZHHQ� &('� DQG� RWKHU� YDULDEOHV� DQG� DQ�LQWHUSUHWLYH�H[SORUDWLRQ�RI�WUHQGV�LQ�&('�RYHU�WLPH��$�EULHI�VXPPDU\�DQG�FRQFOXVLRQV�VHFWLRQ��������LV�SUHVHQWHG�DW�WKH�HQG�
��� 7KHRU\�DQG�WKHRU\�DFFHSWDQFH$WWHPSWV� WR� H[SODLQ VRFLDO� SKHQRPHQD� LQ� D� VFLHQWLILF� VHQVH� UHTXLUH� WKH� DGRSWLRQ� RU�FRQVWUXFWLRQ� RI� D� PRGHO� RU� WKHRU\� ZKLFK� FRQWDLQV� RQH� RU� PRUH� SURSRVLWLRQV� DV� WR� WKH�XQGHUO\LQJ� UHODWLRQVKLS� EHWZHHQ� WZR� RU� PRUH� YDULDEOHV�� $W� LWV� VLPSOHVW�� D� WKHRU\ PD\� EH�GHILQHG� DV� WKH� H[SUHVVLRQ� RU� FRQFHSWLRQ� RI� D� UHODWLRQVKLS� �XVXDOO\� FDXVDO�� EHWZHHQ�SKHQRPHQRQ��IDFWV��REVHUYDWLRQV�RU�µWKLQJV¶��7KH�&RQFLVH�2[IRUG�'LFWLRQDU\ GHILQHV�D�WKHRU\�DV� D� VXSSRVLWLRQ� RU� V\VWHP� RI� LGHDV� H[SODLQLQJ� VRPHWKLQJ��HVSHFLDOO\� RQH� EDVHG� RQ� JHQHUDO�SULQFLSOHV� LQGHSHQGHQW� RI� WKH� IDFWV� �6\NHV�� ������� .HUOLQJHU� ������� SURYLGHV� D� IXOOHU�GHVFULSWLRQ�RI�WKHRU\��GHILQLQJ�LW�DV�«�D�VHW�RI�LQWHUUHODWHG�FRQVWUXFWV��FRQFHSWV���GHILQLWLRQV��DQG�SURSRVLWLRQV�WKDW�SUHVHQW� D� V\VWHPDWLF� YLHZ� RI� SKHQRPHQD� E\� VSHFLI\LQJ� UHODWLRQV� DPRQJ�YDULDEOHV�ZLWK�WKH�SXUSRVH�RI�H[SODLQLQJ�DQG�SUHGLFWLQJ�WKH�SKHQRPHQD �S�����DV�TXRWHG�LQ�0DWKHZV�DQG�3HUHUD�������S�����7KLV�GHILQLWLRQ�KLJKOLJKWV� WKH� IDFW� WKDW� WKHRULHV�FDQ�EH�XVHG� WR�SUHGLFW�DV�ZHOO� DV� WR�H[SODLQ�SKHQRPHQD��*HQHUDOO\�VSHDNLQJ�� WKH�PRUH�FRPSOH[�RXU�SHUFHSWLRQ�RI�KRZ�WKH�ZRUOG�ZRUNV��WKH� PRUH� FRPSOH[� ZLOO� EH� WKH� WKHRULHV� ZH� XVH� WR� H[SODLQ� WKDW� ZRUOG�� 0RUHRYHU�� ZKHQ�UHVHDUFKHUV� VWXG\� µDEVWUDFW¶� SKHQRPHQD� �L�H�� SKHQRPHQD� WKH� H[LVWHQFH� RI� ZKLFK� LV� VROHO\�GHSHQGHQW�RQ�KXPDQ�FRQVWUXFWLRQ��VXFK�DV�HFRQRPLFV�DQG�DFFRXQWLQJ��WKH\�DUH�PRUH�OLNHO\�WR�ILQG�PDQ\�GLIIHUHQW� WKHRULHV��VRPH�PRUH�FRPSOH[� WKDQ�RWKHUV��7KLV� LV� WUXH�RI�DFFRXQWLQJ�DV�ZHOO� DV�PDQ\� RI� WKH� RWKHU� VFLHQWLILF� GLVFLSOLQHV� IURP�ZKLFK DFFRXQWLQJ� WKHRULHV� KDYH� EHHQ�GHYHORSHG�� VXFK� DV� HFRQRPLFV�� VRFLRORJ\� DQG� VRFLDO� DQG� RUJDQL]DWLRQ� WKHRU\�� ,Q� DGGLWLRQ��FHUWDLQ� WKHRULHV�� SDUWLFXODUO\� WKHLU� XQGHUO\LQJ� PHWD�WKHRUHWLFDO� DVVXPSWLRQV�� PD\� FRPH� WR�GRPLQDWH� D� SDUWLFXODU� VFLHQFH� DW� D� FHUWDLQ� SRLQW� LQ� WLPH��$FFRXQWLQJ�� IRU� H[DPSOH�� KDV�� IRU�PRVW�RI�LWV�UHODWLYHO\�VKRUW�KLVWRU\���EHHQ�GRPLQDWHG�E\�D�FRQFHUQ�ILUVWO\�ZLWK�QRUPDWLYH��L�H��SUHVFULSWLYH�� WKHRULVLQJ�� DV� LQ� WKH� FDVH�RI�D�SULRUL�RU� µSRVWXODWLRQDO¶� UHVHDUFK� LQ� WKH� µJROGHQ�DJH� RI� DFFRXQWLQJ¶ LQ� WKH� ����V� DQG� HDUO\� ����V� �*DIILNLQ�� ������1HOVRQ�� ������� DQG� WKHQ�ODWHU�ZLWK�GHVFULSWLYH�WKHRULHV�RI�ZKDW�DFFRXQWDQWV�DQG�EXVLQHVV�PDQDJHUV�µGR¶�LQ�SUDFWLFH��DV�LQ� WKH� FDVH� RI� SRVLWLYH� DFFRXQWLQJ� WKHRU\� �3$7��� ZKLFK� EHORQJV� WR� WKH� UHVHDUFK� WUDGLWLRQ�NQRZQ� DV� µSRVLWLYLVP¶� �QRW� WR� EH� FRQIXVHG� ZLWK� µSRVLWLYLVW� PHWKRGRORJ\¶�� VLQFH� WKH� HDUO\�����V� �VHH�� IRU� H[DPSOH�� -HQVHQ�� ������ 0RXFN�� �������� $� GHVFULSWLYH� WKHRU\� LV� QRUPDOO\�LQWHUSUHWHG�LQ�WKH�µSRVLWLYLVW¶�VHQVH�RI�EHLQJ�FRQFHUQHG�ZLWK�GHVFULELQJ�UHDOLW\� L�H��KRZ�LW�LV�LQ�WKH� µUHDO¶� ZRUOG�� XVLQJ� WKHRULHV� DQG� PHWKRGV� WKDW� DUH� IUHH� RI� PRUDO�� SROLWLFDO� DQG� HWKLFDO�µYDOXHV¶��$V�GHVFULEHG� LQ�&KDSWHU����VXFK�D�YLHZ�LV� LWVHOI�SUHGLFDWHG�RQ�FHUWDLQ�DVVXPSWLRQV�DERXW�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�UHVHDUFKHU�DQG�WKH REMHFW�XQGHU�LQYHVWLJDWLRQ��2WKHUV��IRU�H[DPSOH��+DQVRQ�� ������.XKQ�� ������ /DNDWRV�� ������ KDYH� D� GLIIHUHQW� SHUVSHFWLYH�� DUJXLQJ�
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WKDW� LW� LV� RXU� EHOLHI� V\VWHPV� ZKLFK� LQIRUP� RXU� SHUFHSWLRQV� LQ� H[SODLQLQJ� VRFLR�SROLWLFDO�SKHQRPHQD�DQG��DV�D�UHVXOW��H[SODQDWLRQV�DUH�QRW��QRU�FDQ�WKH\�EH��PDGH�LQGHSHQGHQW�RI�WKRVH�EHOLHI�V\VWHPV��$W� DERXW� WKH� VDPH� WLPH� DV� 3$7� FDPH� WR� GRPLQDWH� DFFRXQWLQJ� UHVHDUFK�� RWKHU� DFFRXQWLQJ�VFKRODUV�EHJDQ�WR�JLYH�PRUH�FRQVLGHUDWLRQ�WR�WKH�DVVXPSWLRQV�XQGHUO\LQJ�DFFRXQWLQJ�WKHRULHV��$W�WKH KHDUW�RI�WKLV�GHYHORSPHQW�ZDV�D�JURZLQJ�DZDUHQHVV�DPRQJ�DFFRXQWLQJ�UHVHDUFKHUV�RI�WKH� FRPSOH[� QDWXUH� RI� HPSLULFDO� NQRZOHGJH� DERXW� DFFRXQWLQJ�� DERXW� KRZ� DFFRXQWLQJ�NQRZOHGJH� LV� JHQHUDWHG� DQG� KRZ� LWV� YDOLGLW\� LV� HYDOXDWHG� LQ� D�ZLGHU� VRFLR�SROLWLFDO� FRQWH[W��6FKUHXGHU�� ������� 6XFK� XQGHUVWDQGLQJ� LQFOXGHV� EHLQJ� DZDUH� RI� WKH� UDWLRQDOH� XQGHUO\LQJ� D�SDUWLFXODU�UHVHDUFK�DSSURDFK��*UD\�HW�DO� �����E���IRU�H[DPSOH��REVHUYH�WKDW�WKH�H[LVWHQFH�RI�WZR�GLIIHUHQW�UHVHDUFK�VFKRROV��L�H��WKH�HFRQRPLFV�DQG�WKH�EHKDYLRXUDO�VFKRROV��KDV�OHG�WR�WZR�TXLWH� GLVWLQFW� DSSURDFKHV� WR� &65� UHVHDUFK�� 7KHVH� WZR� VFKRROV� LQYROYH� YHU\� GLIIHUHQW�DVVXPSWLRQV�DERXW�UHDOLW\��RQWRORJ\���DERXW�WKH�EDVLV�RI�NQRZOHGJH��HSLVWHPRORJ\��DQG�DERXW�UHVHDUFK� PHWKRGRORJ\� �WKHVH� WHUPV� DUH� GLVFXVVHG� LQ� PRUH� GHWDLO� EHORZ��� 7KH� HFRQRPLFV�VFKRRO�� IRU� H[DPSOH�� LV� XVHG� E\� UHVHDUFKHUV� IROORZLQJ� WKH� µSRVLWLYH� DFFRXQWLQJ¶� UHVHDUFK�WUDGLWLRQ�ZKLFK�DSSURDFKHV�&65�XVLQJ�WKH�VDPH�VHW�RI�DVVXPSWLRQV�DQG�SUHFRQFHSWLRQV�ZKLFK�LQIRUP�PXFK�RI�PDLQVWUHDP�DFFRXQWLQJ�UHVHDUFK��7KH VHFRQG��WKH�EHKDYLRXUDO�VFKRRO��LV�XVHG�E\� UHVHDUFKHUV�ZRUNLQJ�ZLWKLQ� D� VRFLR�SROLWLFDO� HFRQRP\� IUDPHZRUN�ZKLFK� VWXGLHV�&65� DV�SDUW� RI� DQ� H[DPLQDWLRQ� RI� WKH� UROH� RI� LQIRUPDWLRQ� LQ� WKH� FRQWH[W� RI� DQ� RUJDQL]DWLRQ�VRFLHW\�GLDORJXH� �*UD\� HW� DO��� ����E��� 7KXV� DOWKRXJK� WKH� µZK\¶� LVVXH� PD\�� SULPD� IDFLH�� VHHP�UHODWLYHO\� VWUDLJKWIRUZDUG�� LQ�SUDFWLFH� LW� LV� D� FRPSOH[�PDWWHU�� LQYROYLQJ� D�QXPEHU� LPSRUWDQW�SKLORVRSKLFDO� LVVXHV�� 7KHVH� LVVXHV� DUH� H[SORUHG� EHORZ�� EHJLQQLQJ� ZLWK� WKH� FRQFHSW� RI�VFLHQWLILF�SDUDGLJPV�
��� 3DUDGLJPV�DQG�PXOWL�SDUDGLJP�VFLHQFH,Q� WKH�SKLORVRSK\�RI� VFLHQFH�� WKH� WHUP� µSDUDGLJP¶�PD\�EH� VDLG� WR� UHIHU� WR�D�FHQWUDO��RYHUDOO�ZD\�RI�SHUFHLYLQJ�SKHQRPHQD��ZLWKLQ�ZKLFK�D�VFLHQWLVW�QRUPDOO\�ZRUNV�DQG�WKURXJK�ZKLFK�LV�GLFWDWHG�WKH�W\SH�RI�VFLHQWLILF�H[SODQDWLRQV�WKDW�DUH�DFFHSWDEOH��)OHZ���������7KLV�RYHUDOO�ZD\�RI�µVHHLQJ¶�LV�QRW��KRZHYHU��LPPXWDEOH��DQG�VFLHQFH�PD\�H[FKDQJH�RQH�SDUDGLJP�IRU�DQRWKHU��.XKQ�� ������� 8QIRUWXQDWHO\�� LQ� WKLV� FRQWH[W�� WKH� WHUP� µSDUDGLJP¶� LV� ERWK� DPELJXRXV� DQG�YDJXH�� VXFK� WKDW�� DFURVV� WKH� GLIIHUHQW� VFLHQFHV�� LW� KDV� DFTXLUHG� VOLJKWO\� GLIIHUHQW�LQWHUSUHWDWLRQV���,Q�LWV�RULJLQDO��VRFLRORJLFDO�XVH��µSDUDGLJP¶��LV�JHQHUDOO\�XVHG�LQ�WKH�FRQWH[W�RI� 7KRPDV� .XKQ¶V� ������� ZRUN� RQ�7KH� 6WUXFWXUH� RI� 6FLHQWLILF� 5HYROXWLRQV�� .XKQ� �������S�YLLL�� GHILQHV� D� SDUDGLJP� DV� ³«� XQLYHUVDOO\� UHFRJQLVHG� VFLHQWLILF� DFKLHYHPHQWV� WKDW� IRU� D�WLPH�SURYLGH�PRGHO�SUREOHPV�DQG�VROXWLRQV� WR�D�FRPPXQLW\�RI�SUDFWLWLRQHUV�´�.XKQ¶V�EDVLF�WKHVLV�LV�WKDW�VFLHQWLVWV�ZRUN�ZLWKLQ�SDUDGLJPV�ZKLFK�GLFWDWH�WKH�QDWXUH�DQG�UROH�RI�VFLHQFH�LQ�WHUPV�RI�ZKDW�NLQG�RI�VFLHQWLILF�ZRUN�VKRXOG�EH�SHUIRUPHG��KRZ�LW�VKRXOG�EH�SHUIRUPHG�DQG�ZKDW� NLQGV� RI� WKHRU\� DUH� SHUPLWWHG�� .XKQ� DUJXHG� WKDW�� DW� DQ\� SRLQW� LQ� WLPH�� VFLHQFH� LV�GRPLQDWHG� E\� RQH� SDUWLFXODU� SDUDGLJP�� ZKDW� KH� UHIHUV� WR� DV� µQRUPDO� VFLHQFH¶�� :LWK� WKH�SDVVDJH�RI�WLPH��KRZHYHU��.XKQ�REVHUYHG�WKDW�QRUPDO�VFLHQFH�SURGXFHV�D�VHULHV�RI�DQRPDOLHV�ZKLFK� FDQQRW� EH� UHVROYHG�ZLWKLQ� WKH� FXUUHQW� SDUDGLJP�� OHDGLQJ� WR� D� VWDWH� RI� FULVLV� DQG� WKH�HYHQWXDO� UHSODFHPHQW� RI� WKH� ROG� SDUDGLJP�ZLWK� D� QHZ�RQH��.XKQ¶V� WKHVLV�ZDV� QRW� MXVW� WKDW�VFLHQFH� H[FKDQJHG� RQH� SDUDGLJP� IRU� DQRWKHU� LQ� D� SHULRG� RI� FULVLV�� EXW� DOVR� WKDW� GLIIHUHQW�SDUDGLJPV� H[LVWHG� DW� WKH� VDPH�PRPHQWV� LQ� WLPH�� ,Q� RWKHU�ZRUGV�� FRPSHWLQJ� SDUDGLJPV� DUH�
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FRQWLQXDOO\�SUHVHQW�LQ�VFLHQFH��EXW�RQH�SDUDGLJP��WKH�µQRUPDO�VFLHQFH¶�GRPLQDWHV�WR�VXFK�DQ�H[WHQW� WKDW�� IRU� WKRVH�ZRUNLQJ�ZLWKLQ� WKDW� SDUDGLJP�� LW� LV� SRVVLEOH�QRW� WR�EH� DZDUH�RI�RWKHU�ZD\V�RI�SHUFHLYLQJ�SKHQRPHQD���.XKQ¶V� RULJLQDO� GHILQLWLRQ� RI� D� µSDUDGLJP¶� KDV� EHHQ� FULWLFLVHG� IRU� EHLQJ� ERWK� YDJXH� DQG�ODFNLQJ� FRQVLVWHQF\� �VHH�� IRU� H[DPSOH�� 0DVWHUPDQ�� ������ 3KLOLSV�� ������ 5LW]HU�� �������0DVWHUPDQ� ������� FRQFOXGHV� WKDW� .XKQ� XVHV� WKH� WHUP� µSDUDGLJP¶� LQ� WKH� ILUVW� HGLWLRQ� RI�6FLHQWLILF�5HYROXWLRQV ZLWK�DW�OHDVW����GLIIHUHQW�PHDQLQJV��ZKLFK�0DVWHUPDQ�FDWHJRULVHG�LQWR�WKUHH� GLIIHUHQW� JURXSV� �SKLORVRSKLFDO�PHWDWKHRUHWLFDO�� VRFLRORJLFDO� DQG� DUWHIDFW�� VHH�� DOVR��0RUJDQ�� ������� 5LW]HU� ������� DWWHPSWHG� WR� RYHUFRPH� VRPH� RI� WKHVH� FULWLFLVPV� RI� .XKQ¶V�GHILQLWLRQ�E\�SURYLGLQJ�D�PRUH�RSHUDWLRQDO�GHILQLWLRQ�$�3DUDGLJP�LV�D�IXQGDPHQWDO�LPDJH�RI�WKH�VXEMHFW�PDWWHU�ZLWKLQ�D�VFLHQFH��,W�VHUYHV�WR�GHILQH�ZKDW�VKRXOG�EH�VWXGLHG��ZKDW�TXHVWLRQV�VKRXOG�EH�DVNHG��KRZ�WKH\� VKRXOG� EH� DVNHG�� ZKDW� UXOHV� VKRXOG� EH� IROORZHG� LQ� LQWHUSUHWLQJ� WKH�DQVZHUV� REWDLQHG�� 7KH� SDUDGLJP� LV� WKH� EURDGHVW� XQLW� RI� FRQVHQVXV� ZLWKLQ� D�VFLHQFH� DQG� VHUYHV� WR� GLIIHUHQWLDWH� RQH� VFLHQWLILF� FRPPXQLW\� �RU�VXEFRPPXQLW\�� IURP� DQRWKHU�� ,W� DVVXPHV�� GHILQHV�� DQG� LQWHUUHODWHV� WKH�H[HPSODUV��WKHRULHV��PHWKRGV��DQG�LQVWUXPHQWV�WKDW�H[LVW�ZLWKLQ�LW �5LW]HU�������S�����DV�TXRWHG�LQ�%HONDRXL�������S������7KH�HQVXLQJ�GHEDWH�IROORZLQJ�WKH�SXEOLFDWLRQ�RI�WKH�ILUVW�HGLWLRQ�RI 7KH�6WUXFWXUH�RI�6FLHQWLILF�5HYROXWLRQV SUREDEO\� KHOSHG� GUDZ� RXW� VRPH� RI� WKH� PRUH� LPSRUWDQW� SROLWLFDO� HOHPHQWV� RI�µSDUDGLJPV¶�LQ�WHUPV�RI�WKH�FRPSHWLWLRQ�ZKLFK�H[LVWHG�EHWZHHQ�ULYDO�UHVHDUFK�VFKRROV�ZLWKLQ�VFLHQFH��%HONDRXL���������+RZHYHU��SHUKDSV�WKH�JUHDWHU�YDOXH�RI�.XKQ¶V�ZRUN�LQ�WKLV�FRQWH[W�OLHV�LQ�WKH�IDFW�WKDW�LW�VWLPXODWHG�VFLHQWLVWV�WR�FRQVLGHU�WKH�H[LVWHQFH�RI��DQG�WKXV�µXQFRYHU¶��WKH�GLIIHUHQW� µSDUDGLJPV¶� ZLWKLQ� WKHLU� RZQ� ILHOGV� RI� VFLHQFH�� &HUWDLQO\�� ZLWKLQ� VRFLRORJ\�� IRU�H[DPSOH��.XKQ¶V�ZRUN�UHVXOWHG�LQ�QXPEHU�RI�DWWHPSWV�WR�FKDUDFWHUL]H�SDUDGLJPV�HPSOR\HG�LQ�VRFLDO�DQG�RUJDQL]DWLRQ�WKHRU\��VHH��IRU�H[DPSOH��%XUUHOO�DQG�0RUJDQ��������3RQG\�DQG�%RMH�������� =H\�)HUUHOO� DQG� $LNHQ�� ������� 7KH� VDPH� PD\� EH� VDLG� RI� DFFRXQWDQF\�� ZKHUH� WKH�RSSRUWXQLW\� WR� FODVVLI\�GLIIHUHQW� GHYHORSPHQWV� LQ� DFFRXQWLQJ� WKRXJKW�ZDV� ILUVW� WDNHQ�XS� WKH�$PHULFDQ�$FFRXQWLQJ�$VVRFLDWLRQ�ZLWK� WKH�SXEOLFDWLRQ�RI�7KH�&RPPLWWHH�RQ�&RQFHSWV�DQG�6WDQGDUGV� IRU� ([WHUQDO� )LQDQFLDO� 5HSRUWV¶� 6WDWHPHQW� RQ� $FFRXQWLQJ� 7KHRU\� DQG� 7KHRU\�$FFHSWDQFH��62$7$7$���$$$���������8VLQJ�.XKQ¶V�µSKLORVRSK\�RI�VFLHQFH¶�SHUVSHFWLYH��WKH�$$$�UHYLHZHG�D�YDULHW\�RI�WKHRULHV�DQG�DSSURDFKHV�WR�DFFRXQWLQJ�WKDW�H[LVWHG�DW�WKDW�WLPH����7KH�&RPPLWWHH��$$$��������GHILQHG�SDUDGLJPV�DV�FRQFHSWXDO�DQG�LQVWLWXWLRQDO�IUDPHZRUNV�WKDW� SURYLGH�PRGHOV� IURP�ZKLFK� VSULQJ� SDUWLFXODU� FRKHUHQW� WUDGLWLRQV� RI� VFLHQWLILF� UHVHDUFK�DQG�SURFHHGHG�WR�LGHQWLI\�WKUHH�GRPLQDQW�WKHRUHWLFDO�DSSURDFKHV�LQ�DFFRXQWLQJ��WKH�µFODVVLFDO¶�L�H�� GDWD�RULHQWDWHG� DSSURDFK�� WKH� µGHFLVLRQ� XVHIXOQHVV¶� DSSURDFK�� DQG�� WKH� µLQIRUPDWLRQ�HFRQRPLFV¶� DSSURDFK��6LPLODU� VXJJHVWLRQV� IRU� WKH�FODVVLILFDWLRQ�RI�DFFRXQWLQJ� WKHRULHV�KDYH�EHHQ� PDGH� HOVHZKHUH� �VHH�� IRU� H[DPSOH� %HONDRXL�� ������ *UD\� HW� DO��� ����E��0DQJRV� DQG�/HZLV�� ������ /DXJKOLQ�� ��������� 62$7$7$¶V� �$$$�� ������ DFFHSWDQFH� WKDW� DFFRXQWLQJ� LV�KRPH�WR�VHYHUDO�FRPSHWLQJ�µSDUDGLJPV¶�KDG�LPSRUWDQW�LPSOLFDWLRQV�LQ�D�.XKQLDQ�VHQVH�JLYHQ�WKDW��LI�DFFRXQWLQJ�ZDV�D�VFLHQFH� WKHQ��RQ�WKH�EDVLV�RI�WKH�$$$¶V�DQDO\VLV��LW�DOVR�KDG�WR�EH�DFFHSWHG� WKDW� DFFRXQWLQJ� ZDV� D�PXOWL�SDUDGLJP� VFLHQFH�� $FFRXQWLQJ� KDV� VLQFH� FRPH� WR� EH�JHQHUDOO\�UHFRJQLVHG�DV�D�PXOWL�SDUDGLJP�VFLHQFH��VHH��IRU�H[DPSOH��%HONDRXL��������%RODQG��������&KXD�� ������+LQHV�� ������.QRRSV�� ������ ������ ������/DXJKOLQ�� ������/DXJKOLQ� DQG�
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/RZH�� ������0DQJRV� DQG� /HZLV�� ������0DWKHZV�� ����D�� 5LFKDUGVRQ�� ������:HOOV�� ������:DWWV�DQG�=LPPHUPDQ���������7RGD\��ZLWKLQ�DFFRXQWLQJ�WKH�WHUP�µSDUDGLJP¶�KDV�DFTXLUHG�DQ�DPELJXRXV�XVDJH��GHQRWLQJ�WKH�VLPXOWDQHRXV�H[LVWHQFH�RI�GLIIHUHQW�UHVHDUFK�VFKRROV�RU�WUDGLWLRQV��HDFK�RI�ZKLFK�LV�UHODWLYHO\�VHOI�FRQWDLQHG�DQG�TXLWH�LPSHUYLRXV�WR�WKH�PHWKRGV�DQG�WKHRULHV�RI�RWKHU�VFKRROV��/HZLV�DQG�*ULPHV� �������� IRU� H[DPSOH�� UHIHU� WR� D� SDUDGLJP� DV� EHLQJ� WKH� DVVXPSWLRQV�� SUDFWLFHV� DQG�DJUHHPHQWV� DPRQJ� D� VFKRODUO\� FRPPXQLW\�� 62$7$7$¶V� �$$$�� ������ IRFXV� ZDV� RQ� WKH�FRQFHSWXDO� DQG� LQVWLWXWLRQDO� IUDPHZRUNV� WKDW� SURYLGH� PRGHOV� IRU� DGGUHVVLQJ� DFFRXQWLQJ�WKHRULHV�� QRW� WKH� ZLGHU� VRFLR�SROLWLFDO� LVVXHV� LQ� WKH� FRQWH[W� RI� WKH� RUJDQL]DWLRQ�VRFLHW\�UHODWLRQVKLS�� 7KXV�� ZKLOVW� 62$7$7$¶V� VXJJHVWLRQV� KDYH� EHHQ� XVHG� E\� RWKHUV� �VHH�� IRU�H[DPSOH��%HONDRXL��������WR�LGHQWLI\�WKH�EDVLF�DFFRXQWLQJ SDUDGLJPV��WKLV�GRHV�QRW�VHUYH�DV�D�YDOLG�IUDPHZRUN�ZKHQ�UHVHDUFKLQJ�WKH�EHKDYLRXUDO�DVSHFWV�RI�DFFRXQWLQJ�LQ�WKH�FRQWH[W�RI�WKH�RUJDQL]DWLRQ�VRFLHW\� UHODWLRQVKLS�� 7R� GR� VR� UHTXLUHV� D� EURDGHU� VRFLR�SROLWLFDO� IUDPHZRUN�ZKLFK�SHUPLWV� WKH� UHVHDUFKHU� WR� ORFDWH�DQG�FRQWUDVW� WKH�GLIIHUHQW� UHVHDUFK� WUDGLWLRQV� WKDW�DUH�SUHVHQW� LQ� WKH� VWXG\� RI� DFFRXQWLQJ�UHODWHG� SKHQRPHQD�� 7KHVH� LQFOXGH� HFRQRPLFV� �IRU�H[DPSOH�� &RDVH�� ������ 'HPVNL�� ������� SV\FKRORJ\� �IRU� H[DPSOH�� $UJ\ULV�� ������ DQG� WKH�EHKDYLRXUDO� VFKRRO� �IRU� H[DPSOH�� &\HUW� DQG� 0DUFK�� ������ EXW� DOVR� SROLWLFV� �IRU� H[DPSOH��0DUNXV� DQG� 3IHIIHU�� ������ DQG� VRFLRORJ\� �IRU� H[DPSOH�� &KXD�� ������� ,Q� WKLV� UHJDUG�� WKHUH�KDYH� EHHQ� D� QXPEHU� RI� DWWHPSWV�ZLWKLQ� DFFRXQWLQJ� VLQFH�62$7$7$ WR� SURYLGH�ZKDW�&KXD�������� S������ GHVFULEHV� DV� ³«� FRPPRQDOLW\� DPLGVW� WKHRUHWLFDO� GLYHUVLW\�«´�E\� H[DPLQLQJ�WKH�PHWD�WKHRUHWLFDO�DVVXPSWLRQV�WKDW�WKHRULHV�VKDUH��VHH�IRU�H[DPSOH��*LRLD�DQG�3LWUH��������+LQHV��������+RRSHU�DQG�3RZHOO��������-HQVHQ��������/DXJKOLQ������������� 0RUJDQ��������3DUNHU�DQG�5RIIH\���������)RU�WKH�SXUSRVHV�RI�WKH�SUHVHQW�VWXG\��WKH�IUDPHZRUN�SURYLGHG�E\�%XUUHOO� DQG�0RUJDQ¶V� VHPLQDO�6RFLRORJLFDO�3DUDGLJPV�DQG�2UJDQL]DWLRQDO�$QDO\VLV �������ZLOO� EH� HPSOR\HG� WR� FRPSDUH� WKH� DFFRXQWLQJ� WKHRULHV� XVHG� LQ� WKH� SUHVHQW� VWXG\� WR� SUHGLFW��H[SORUH�DQG�XQGHUVWDQG�WKH�QDWXUH�DQG�FDXVHV�RI�&('�
��� $�VRFLRORJLFDO�IUDPHZRUN�IRU�WKH�DQDO\VLV�RI�DFFRXQWLQJ�WKHRULHV6LQFH� LWV� SXEOLFDWLRQ� LQ� ������ %XUUHOO� DQG�0RUJDQ¶V�6RFLRORJLFDO� 3DUDGLJPV� KDV� DFTXLUHG�VHPLQDO� LPSRUWDQFH�� 1RW� RQO\� GLG� WKHLU� ZRUN� VWLPXODWH� RWKHUV� WR� FKDUDFWHUL]H� SDUDGLJPV�ZLWKLQ� WKH� VRFLDO� VFLHQFHV�� WKHVH�HIIRUW�KDYH� WKHPVHOYHV� VHQVLWLVHG� WKHRULVWV� WR� WKH�QRWLRQ�RI�SDUDGLJPV�� OHJLWLPLVLQJ� OHVV� PDLQVWUHDP� DOWHUQDWLYH� DVVXPSWLRQV�� SUDFWLFHV� DQG� DJUHHPHQWV�DPRQJVW� WKH� VFKRODUO\�FRPPXQLW\� �/HZLV�DQG�*ULPHV���������'HVSLWH� LWV�VKRUWFRPLQJV��VHH�6HFWLRQ�����EHORZ���%XUUHOO� DQG�0RUJDQ¶V� IUDPHZRUN�KDV�EHHQ�ZLGHO\�HPSOR\HG�ZLWKLQ� WKH�DFFRXQWLQJ�OLWHUDWXUH��VHH��IRU�H[DPSOH��&RRSHU��������+RSSHU�DQG�3RZHOO��������7LOW���������SURYLGLQJ�UHVHDUFKHUV�ZLWK�D�PHDQV�RI�VHHLQJ�WKH�µELJ�SLFWXUH¶�LQ�WHUPV�RI�WKH�PHWD�WKHRUHWLFDO�DVVXPSWLRQV� XQGHUO\LQJ� GLIIHUHQW� DSSURDFKHV� WR� WKH� VDPH� VXEMHFW±PDWWHU�� %XUUHOO� DQG�0RUJDQ¶V� EDVLF� WKHVLV� LV� WKDW� DOO� VRFLDO WKHRULHV�� LQFOXGLQJ� WKRVH� ZLWKLQ� HFRQRPLFV� DQG�DFFRXQWDQF\�� FDQ� EH� FRQFHLYHG� RI� DV� EHLQJ� EDVHG� XSRQ� WZR� PDLQ� VHWV� RI� PHWD�WKHRUHWLFDO�DVVXPSWLRQV�� RQH� DERXW� WKH� QDWXUH� RI� VRFLDO� VFLHQFH� DQG� WKH� RWKHU� DERXW� WKH� QDWXUH� RI�VRFLHW\���� %XUUHOO� DQG�0RUJDQ� SUHVHQW� WKHVH� WZR� VHWV� RI� DVVXPSWLRQV� LQ� WKH� IRUP� RI� D� �[��PDWUL[��)LJXUH�������HDFK�µER[¶�UHSUHVHQWLQJ�D�TXLWH�GLVWLQFW�YLHZ��L�H��SDUDGLJP��RI�WKH�VRFLDO�ZRUOG���
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)LJXUH����)UDPHZRUN�IRU�DQDO\VLV�RI�DFFRXQWLQJ�WKHRULHV
5DGLFDO�FKDQJH��FRQIOLFW�

6XEMHFWLYH�YLHZ
5DGLFDOKXPDQLVW 5DGLFDO�VWUXFWXUDOLVW 2EMHFWLYH�YLHZ

,QWHUSUHWLYH )XQFWLRQDOLVW
5HJXODWLRQ��RUGHU�

6RXUFH��%XUUHOO�DQG�0RUJDQ�������$OWKRXJK�SUHVHQWHG�DV�D�PDWUL[��WKH�WZR�D[HV��UHSUHVHQWLQJ�WKH�WZR�PDLQ�VHWV�RI�DVVXPSWLRQV��DUH�PRUH�SURSHUO\�VHHQ�DV�EL�SRODU�FRQWLQXXPV��/DXJKOLQ���������SURYLGLQJ�D�VHW�RI�JULG�UHIHUHQFHV��WKH�LQWHUVHFWLRQ�RI�ZKLFK�DOORZV�WKH�ORFDWLRQ�RI�GLIIHUHQW�UHVHDUFK�WUDGLWLRQV��7KHVH�WZR�PDLQ�VHWV�RI�DVVXPSWLRQV�DUH�GHVFULEHG�EHORZ��L� $VVXPSWLRQV�DERXW�WKH�QDWXUH�RI�VFLHQFH��WKH�VXEMHFWLYLVW±REMHFWLYLVW�GLPHQVLRQ7KH�VXEMHFWLYH±REMHFWLYH�KRUL]RQWDO�FRQWLQXXP�LQ�WKH�PRGHO��)LJXUH������UHSUHVHQWV�WKH�PHWD�WKHRUHWLFDO� DVVXPSWLRQV� XQGHUO\LQJ� WKH� GLIIHUHQW� DSSURDFKHV� WR� VRFLDO� VFLHQFH�� %XUUHOO� DQG�0RUJDQ� ������� GHILQH� WKHVH� LQ� WHUPV� RI� IRXU� VHWV� RI� DVVXPSWLRQV� UHODWHG� WR� RQWRORJ\��HSLVWHPRORJ\�� KXPDQ� QDWXUH� DQG� PHWKRGRORJ\�� ZLWK� HDFK� VHW� RI� DVVXPSWLRQV� FRQWDLQLQJ� D�UDQJH� RI� GLIIHUHQW� SHUVSHFWLYHV� DORQJ� D� FRQWLQXXP�� WKH� H[WUHPHV� RI� ZKLFK� UHSUHVHQW�GLDPHWULFDOO\�RSSRVHG�SRVLWLRQV��$�GHWDLOHG�UHYLHZ�RI� WKHVH�GLIIHUHQW�DVVXPSWLRQV�LV�RXWVLGH�WKH� VFRSH� RI� WKH� SUHVHQW� VWXG\� �LQ� WKH� FRQWH[W� RI� DFFRXQWLQJ� DQG� ILQDQFH�� VHH�� IRU� H[DPSOH��$UULQJWRQ� DQG� )UDQFLV�� ������ &KULVWHQVRQ�� ������ *DPEOLQJ�� ������ *DIILNLQ�� ������ -HQVHQ��������/DXJKOLQ�� ������ ������5\DQ�HW� DO��� ������(DVWHUE\�6PLWK�HW� DO��� �������1HYHUWKHOHVV��VRPH�RYHUDOO�SRLQWV�FDQ�EH�PDGH�WR�KHOS�ORFDWH�WKH�SDUWLFXODU�DSSURDFK�DGRSWHG�LQ�WKH�SUHVHQW�VWXG\��D� 2QWRORJ\ ± WKLV� DVVXPSWLRQ� FRQFHUQV� WKH� QDWXUH� RI� UHDOLW\� DQG� ZKHWKHU� WKH� H[WHUQDO�ZRUOG� LV� µUHDO¶� DQG� µH[WHUQDO¶� WR� WKH� UHVHDUFKHU� RU� QRW�� ,Q� SKLORVRSKLFDO� WHUPV� WKLV� LV�FRQFHSWXDOLVHG�DV�WKH�QRPLQDOLVP±UHDOLVP�GHEDWH��1RPLQDOLVWV�VHH�WKH�ZRUOG�DV�SRVVHVVLQJ�QR�UHDO� VWUXFWXUH�� FRQVLVWLQJ� RQO\� RI� QRPHQFODWXUHV� �D� V\VWHP� RI� QDPHV� DQG� ODEHOV�� XVHG� E\�SHRSOH� WR� QHJRWLDWH� WKH� H[WHUQDO� ZRUOG�� D� ZRUOG� WKDW� LV� VRFLDOO\�FRQVWUXFWHG� DQG� KDV� QR�H[LVWHQFH� LQGHSHQGHQW� RI� WKH� REVHUYHU�� &RQYHUVHO\�� UHDOLVP� UHIHUV� WR� D� PDWHULDO�� REMHFWLYH��VRFLDO�ZRUOG� WKDW� LV�SHUFHLYHG�RI�DV�PLQG� LQGHSHQGHQW� L�H�� H[WHUQDO� WR� WKH�REVHUYHU�� D�ZRUOG�PDGH�XS�RI�KDUG��WDQJLEOH�DQG�UHODWLYHO\�LPPXWDEOH�VWUXFWXUHV�WKDW�FDQ�EH�GLVFRYHUHG�WKURXJK�IRUPDO�DQG�GHILQHG�LQYHVWLJDWRU\�PHWKRGV��%XUUHOO�DQG�0RUJDQ��������/DXJKOLQ��������5\DQ�



3DUDGLJPV��WKHRULHV�DQG�WKHRU\�FORVXUH

���

HW�DO���������:LWKLQ�HFRQRPLFV�DQG�DFFRXQWLQJ��PRVW�UHVHDUFKHUV�WUHDW�WKH�VRFLDO�ZRUOG�DV�LI�LW�ZHUH� WKH� VDPH� DV� WKH� QDWXUDO� ZRUOG�� VHHLQJ LW� DV� KDUG�� UHDO� DQG� H[WHUQDO� WR� WKH� UHVHDUFKHU��ZKHUHDV�RWKHUV�SHUFHLYH�WKH�VRFLDO�ZRUOG�DV�VRIW��SHUVRQDO�DQG�VXEMHFWLYH����E� (SLVWHPRORJ\� ± L�H�� WKH� DVVXPSWLRQV� DV� WR� EDVLV� DQG� QDWXUH� RI� NQRZOHGJH�� 7KLV� LV�SUHVHQWHG� E\� %XUUHOO� DQG� 0RUJDQ� DV� WKH� SRVLWLYLVP±DQWL�SRVLWLYLVP� GHEDWH�� µ3RVLWLYLVW¶��HSLVWHPRORJ\� DUJXHV� WKDW� NQRZOHGJH� PXVW� EH� EDVHG� RQ� H[SHULHQFH� WKURXJK� WKH� VHQVHV��UHMHFWLQJ� WKH�PHWDSK\VLFV�� DQG� SODFHV� HPSKDVLV� RQ� REVHUYDWLRQ� �HPSLULFLVP�� DQG� VHHNV� WR�³«H[SODLQ� DQG� SUHGLFW� ZKDW� KDSSHQV� LQ� WKH� VRFLDO� ZRUOG� E\� VHDUFKLQJ� IRU� UHJXODULWLHV� DQG�FDXVDO� UHODWLRQVKLSV´� �%XUUHOO� DQG� 0RUJDQ�� ������ S����� 3RVLWLYLVP� VXSSRUWV� WKLV� VHDUFK��FRQWHQGLQJ�WKDW�WKHUH�LV�DQ�REMHFWLYH��VLQJOH��GHWHUPLQDEOH�UHDOLW\�ZKLFK�H[LVWV�LQGHSHQGHQW�RI�WKH� UHVHDUFKHU� �UHDOLVP�� DQG� WKDW� DOO� PHWDSK\VLFDO� VWDWHPHQWV� �VWDWHPHQWV� RI� YDOXH� RU� QRQ�REVHUYDEOH� UHDOLW\��DUH�PHDQLQJOHVV��$QWL�SRVLWLYLVP��� UHMHFWV� WKLV�DSSURDFK��KROGLQJ�WKDW� WKH�ZRUOG� LV� HVVHQWLDOO\� UHODWLYLVWLF� DQG� FDQ� RQO\� EH� XQGHUVWRRG� IURP� WKH� SHUVSHFWLYH� RI� WKH�SHUVRQDO�H[SHULHQFHV�RI�WKRVH�GLUHFWO\�LQYROYHG�LQ�WKH�DFWLYLWLHV�EHLQJ�VWXGLHG��F� 0HWKRGRORJ\ ± L�H�� WKH� VWXG\� RI� PHWKRGV� E\� ZKLFK� ZH� DFTXLUH� NQRZOHGJH� DERXW� WKH�ZRUOG���� 7KLV� LV� QRUPDOO\� SHUFHLYHG� RI� LQ� WHUPV� RI� WKH� QRPRWKHWLF±LGHRJUDSKLF� GHEDWH�� $�QRPRWKHWLF� DSSURDFK� WR� VRFLDO� VFLHQFH� SODFHV� PHWKRGRORJLFDO� HPSKDVLV� RQ� V\VWHPDWLF�SURWRFRO�� VWDQGDUGLVHG� UHVHDUFK� LQVWUXPHQWV� DQG� WHFKQLTXHV�� DV� HPSOR\HG� LQ� WKH� QDWXUDO�VFLHQFHV�� LQ� WKH�VHDUFK�IRU�JHQHUDO� ODZV��7KLV�KDV�EHHQ�GHVFULEHG�DV�D�³«�SURFHVV�RI�WHVWLQJ�K\SRWKHVHV�LQ�DFFRUGDQFH�ZLWK�VFLHQWLILF�ULJRXU�>EHLQJ@�SUH�RFFXSLHG�ZLWK�WKH�FRQVWUXFWLRQ�RI�VFLHQWLILF� WHVWV� DQG� WKH� XVH� RI� TXDQWLWDWLYH� WHFKQLTXHV� IRU� WKH� DQDO\VLV� RI�GDWD´� �%XUUHOO� DQG�0RUJDQ�� ������ S��������� &RQYHUVHO\�� LGHRJUDSKLF� �RU� LGLRJUDSKLF�� PHWKRGV� DVVXPH� WKDW�XQGHUVWDQGLQJ� FDQ� RQO\� EH� DFKLHYHG� WKURXJK� ILUVW�KDQG� NQRZOHGJH� RU� VXEMHFWLYH�� SHUVRQDO�H[SHULHQFH�WR�µJHW�LQVLGH¶�VLWXDWLRQV��SHUVRQV��HYHQWV�RU�WKLQJV��([DPSOHV�RI�WKH�ODWWHU�LQFOXGH�WKH�SKHQRPHQRORJLFDO�DQG�KHUPHQHXWLF�VFKRROV�RI�UHVHDUFK��G� +XPDQ�QDWXUH � %XUUHOO� DQG�0RUJDQ�GHSLFW� DVVXPSWLRQV� DERXW�KXPDQ�QDWXUH� �L�H�� WKH�PRGHO� RI�PDQ� WKDW� LV� UHIOHFWHG� LQ� DQ\� WKHRU\� RU�PRGHO� RI� VRFLHW\�� SDUWLFXODUO\� UHODWLRQVKLSV�EHWZHHQ�KXPDQV�DQG�WKHLU�HQYLURQPHQW��DORQJ�D�FRQWLQXXP�RI�H[WUHPHV�IURP�µGHWHUPLQLVP¶��LQ�ZKLFK�SHRSOH�DQG�WKHLU�DFWLYLWLHV�DUH�VHHQ�DV�EHLQJ�GHWHUPLQHG�FRPSOHWHO\�E\�WKHLU�PLOLHX��WR� µYROXQWDULVP¶�� LQ� ZKLFK� SHRSOH� DUH� SHUFHLYHG� RI� DV� EHLQJ� FRPSOHWHO\� DXWRQRPRXV� DQG�SRVVHVVLQJ�IUHH�ZLOO�7KH�NH\�WR�XQGHUVWDQGLQJ�WKH�LPSRUWDQFH�RI�WKH�IRXU SKLORVRSKLFDO�SRVLWLRQV�GHVFULEHG�DERYH�OLHV� LQ� WKH� IDFW� WKDW� DOO VFLHQWLILF� UHVHDUFK� PDNHV� FHUWDLQ� DVVXPSWLRQV� DERXW� RQWRORJ\��HSLVWHPRORJ\��KXPDQ�QDWXUH�DQG�PHWKRGRORJ\��DOWKRXJK�LQ�PRVW�FDVHV�WKHVH�DVVXPSWLRQV�DUH�LPSOLFLW�UDWKHU�WKDQ�H[SOLFLW��6PLUFLFK��������DUJXHV�WKDW�UHVHDUFKHUV�QRW�RQO\�UDUHO\�VWDWH�WKHLU�SDUDGLJP� DVVXPSWLRQV� EXW� DOVR� TXLWH� RIWHQ� PDNH� VXFK� FKRLFHV� XQFRQVFLRXVO\�� 5HVHDUFK�WUDGLWLRQV�� LQFOXGLQJ� WKRVH� LQ� DFFRXQWDQF\�� WHQG� WR� DGRSW� D� VHW� RI� FRQVLVWHQW� DVVXPSWLRQV�UHODWLQJ� WR� RQWRORJ\� HSLVWHPRORJ\�� KXPDQ� QDWXUH� DQG� PHWKRGRORJ\�� 7KXV�� IRU� H[DPSOH��PDLQVWUHDP��L�H��µQRUPDO�VFLHQFH¶��UHVHDUFK�LQ�DFFRXQWLQJ�DQG�ILQDQFH�DW�SUHVHQW�LV�GRPLQDWHG�E\� HPSLULFDO� VWXGLHV� ZKLFK� FDQ� EH� FKDUDFWHULVHG� DV� UHDOLVW�� SRVLWLYLVW�� QRPRWKHWLF� DQG�GHWHUPLQLVW���
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�LL� $VVXPSWLRQV�DERXW�WKH�QDWXUH�RI�VRFLHW\��WKH�µRUGHU±FRQIOLFW�GHEDWH¶%XUUHOO� DQG�0RUJDQ� ������� DUJXH� WKDW� D� UHVHDUFKHU¶V� DVVXPSWLRQV� DERXW� WKH� ZD\� LQ� ZKLFK�VRFLHW\� LV� VWUXFWXUHG� PD\� EH� ORFDWHG� VRPHZKHUH� DORQJ� WKH� RUGHU±FRQIOLFW� FRQWLQXXP�� WKH�H[WUHPHV RI� ZKLFK� UHSUHVHQW�� DW� RQH� HQG�� WKH� SHUFHSWLRQ� WKDW� VRFLHW\� LV�RUGHUO\ DQG�� DW� WKH�RWKHU��WKH�SHUFHSWLRQ�WKDW�VRFLHW\�LV�LQ�FRQIOLFW��7KLV�LV�RIWHQ�UHIHUUHG�WR�DV�WKH�µRUGHU±FRQIOLFW�GHEDWH¶��6RFLDO� RUGHU� WKHRU\� �DOVR�NQRZQ�DV� V\VWHPV� WKHRU\��ZDV� WKH�GRPLQDQW�SDUDGLJP� LQ�VRFLRORJ\� LQ� WKH� ����V� DQG� ����V� �$EHUFURPELH� HW� DO��� ������� 6RFLDO� WKHRULVWV�� QRWDEO\� D�JURXS� RI� VRFLRORJLVWV� DW� +DUYDUG� 8QLYHUVLW\�� DWWHPSWHG� WR� HVWDEOLVK� SDUDOOHOV� EHWZHHQ�SK\VLRORJLFDO� V\VWHPV� LQ�PHGLFDO� VFLHQFH�DQG�VRFLDO� V\VWHPV� LQ� WKH� VRFLDO� VFLHQFHV��3DUVRQV�������� ������� IRU� H[DPSOH�� VRXJKW� WR� LQWHJUDWH� VRFLDO� RUGHU� WKHRU\� LQWR� RWKHU� GLVFLSOLQHV��LQFOXGLQJ� HFRQRPLFV� DQG� SROLWLFDO� WKHRU\� �$EHUFURPELH�HW� DO��� ������� ,Q� SDUWLFXODU�� 3DUVRQV�GHYHORSHG�D�JHQHUDO� WKHRU\�RI�VRFLDO�V\VWHPV� ZKHUHE\�VXFK�V\VWHPV�ZHUH�VHHQ�DV�SUREOHP�VROYLQJ�HQWLWLHV��HPSKDVLVLQJ�WKH�µIXQFWLRQDO�LPSHUDWLYHV¶�RI�VRFLDO�V\VWHPV��DGDSWDWLRQ��JRDO�DWWDLQPHQW�� LQWHJUDWLRQ� DQG� SDWWHUQ� PDLQWHQDQFH�� ZKLFK� FDPH� WR� EH� NQRZQ� DV�µIXQFWLRQDOLVP¶���� 7KLV� YLHZ� RI� VRFLHW\� OHG WR� WKH� GHYHORSPHQW� RI� SRVLWLYLVW� �VWUXFWXUDO�IXQFWLRQDOLVW��PHWKRGRORJLHV�ZKLFK�WUHDW�WKH�VRFLDO�ZRUOG�DV�LI�LW�ZHUH�WKH�VDPH�DV�WKH�QDWXUDO�ZRUOG��VHHLQJ�LW�DV�KDUG��UHDO�DQG�H[WHUQDO�WR�WKH�UHVHDUFKHU���,Q� WKH� ODWH� ����V� DQG� HDUO\� ����V�� FULWLFV� RI� IXQFWLRQDOLVP� DQG� V\VWHPV� WKHRU\� DUJXHG� LQ�IDYRXU�RI�DQ�DOWHUQDWLYH�SHUVSHFWLYH�EDVHG�RQ�µFRQIOLFW�WKHRU\¶��6RFLDO�FRQIOLFW��LQ�WKLV�FRQWH[W��FRPHV�LQ�PDQ\�IRUPV��IURP�WKH�QRQ�YLROHQW�UHJXODWLRQ�RI�FRPSHWLWLRQ�EHWZHHQ�FRPSDQLHV�IRU�FRQWURO� RI� UHVRXUFHV�� WR� UHYROXWLRQ�� ZDUV�� PLOLWDU\� FRQIOLFWV� DQG� YLROHQW� FODVKHV� EHWZHHQ�GLIIHUHQW�VHFWLRQV��+RZHYHU��QRW�DOO� VRFLDO� WKHRULVWV�VDZ�FRQIOLFW�DV�D�QHJDWLYH�SKHQRPHQRQ��&RVHU� �������� IRU� H[DPSOH�� YLHZHG� FRQIOLFW� DV� XVXDOO\� IXQFWLRQLQJ� LQ� SOXUDOLVW�� FRPSOH[�VRFLHWLHV� DQG� DUJXHG� WKDW�� UDWKHU� WKDQ� SXOOLQJ� VRFLHW\� DSDUW�� GLIIHUHQW� FRQIOLFWV� FXW�DFURVVVRFLDO� FODVVHV�� SURYLGLQJ� D�EDODQFLQJ�� LQWHJUDWLQJ�PHFKDQLVP� WKDW�SUHYHQWHG� LQVWDELOLW\�� WKXV�JLYLQJ� ULVH� WR� D� GLIIHUHQW� PHDQLQJ� WR� WKH� WHUP� µIXQFWLRQDO� FRQIOLFW¶�� 7KLV� YLHZ� FRQWUDVWV�SDUWLFXODUO\� ZLWK� WKDW� RI� .DUO� 0DU[�� 0DU[LDQ� DSSURDFKHV� WR� FRQIOLFW� UHJDUG� WKH� ZKROH� RI�VRFLHW\� DV� EHLQJ� GLYLGHG� GRZQ� WKH� PLGGOH� DORQJ� FODVV� OLQHV�� ZLWK� WKH� WZR� EDVLF� FODVVHV�UHSUHVHQWLQJ� WKH� LQWHUHVWV� RI� FDSLWDO� DQG� ODERXU�� UHVSHFWLYHO\�� &RQIOLFW WKHRULHV� DUH� VHHQ� DV�G\QDPLF��EHLQJ�FRQFHUQHG�QRW�RQO\�ZLWK�H[SODLQLQJ�³«�WKH�SURFHVV�DQG�QDWXUH�RI�GHHS�VHDWHG�VWUXFWXUDO�FKDQJH� LQ�VRFLHW\�DV�RSSRVHG�WR�FKDQJH�RI�D�PRUH�VXSHUILFLDO�DQG�HSKHPHUDO�NLQG�«´��%XUUHOO�DQG�0RUJDQ�������S�����EXW�DOVR�ZLWK�³«�UDGLFDO�WUDQVIRUPDWLRQV�RI�VRFLHW\�«´��RS� FLW��� S������ +RZHYHU�� %XUUHOO� DQG� 0RUJDQ� PRGLILHG� WKH� µRUGHU±FRQIOLFW¶� GLVWLQFWLRQ� WR�GLIIHUHQWLDWH�PRUH� FOHDUO\�EHWZHHQ� WKH� WZR�PRGHOV�� DQG� WR�KLJKOLJKW� WKH� UDGLFDO�HOHPHQW��E\�VXEVWLWXWLQJ� WKH� QRWLRQV� RI� µUHJXODWLRQ¶� DQG� µUDGLFDO� FKDQJH¶� DQG� LQWURGXFHG� WKH� WHUPV�µVRFLRORJ\�RI� UHJXODWLRQ¶�DQG�µVRFLRORJ\�RI�UDGLFDO�FKDQJH¶��7KH�YDULRXV�DVSHFWV�ZLWK�ZKLFK�WKHVH�WZR�FRQFHSWV�DUH�FRQFHUQHG�DUH�VKRZQ�LQ�7DEOH������7KH�VRFLRORJ\�RI�UHJXODWLRQ�UHIHUV�WR�D�SHUVSHFWLYH�RI�VRFLHW\�ZKLFK�HPSKDVLVHV�VWDELOLW\�DQG�FRRSHUDWLRQ��DQG�WKH�QHHG�WR�KROG�VRFLHW\�WRJHWKHU�WKURXJK�WKH�UHJXODWLRQ RI�KXPDQ�DIIDLUV��7KXV��µQHHG�VDWLVIDFWLRQ¶�XQGHU�WKH�VRFLRORJ\�RI�UHJXODWLRQ�UHIHUV�WR�WKH�VDWLVIDFWLRQ�RI�WKH�QHHGV�RI�LQGLYLGXDOV��RU�RI�WKH�V\VWHP�DV� D� ZKROH��� QHHGV� ZKLFK� DUH� SUHVXPHG� FDQ� EH� VDWLVILHG�ZLWKRXW FKDQJLQJ� H[LVWLQJ� VRFLDO�V\VWHPV��VXFK�DV�FDSLWDOLVP���%\�FRQWUDVW��WKH�VRFLRORJ\�RI�UDGLFDO�FKDQJH�LV�FRQFHUQHG�ZLWK�WKH�QHHG� WR� VHHN� H[SODQDWLRQV� IRU� WKH� UDGLFDO��GHHS�VHDWHG�FRQIOLFWV DQG�GLYLVLRQV�ZKLFK�DUH�SHUFHLYHG� WR�EH�FKDUDFWHULVWLFV�RI�PRGHUQ�VRFLHW\�DQG�ZLWK�VHHNLQJ�DOWHUQDWLYHV�WR� WKH�VWDWXV�TXR��5HIHUHQFH�WR�µGHSULYDWLRQ¶��VHH�7DEOH�����EHORZ���IRU�H[DPSOH�� LV� LQWHQGHG�WR�KLJKOLJKW�
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WKH�IDFW�WKDW�WKH�VRFLDO�V\VWHP�SUHYHQWV�LQGLYLGXDOV�IURP�EHFRPLQJ�IXOILOOHG��GHSULYDWLRQ�EHLQJ�D�FRQVHTXHQFH RI�WKH�VWDWXV�TXR �%XUUHOO�DQG�0RUJDQ��������
7DEOH����7KH�UHJXODWLRQ±UDGLFDO�FKDQJH�GLPHQVLRQ7KH�VRFLRORJ\�RI�5(*8/$7,21�LV�FRQFHUQHG�ZLWK� 7KH�VRFLRORJ\�RI�5$',&$/�&+$1*(�LV�FRQFHUQHG�ZLWK�y 7KH�VWDWXV�TXR y 5DGLFDO�FKDQJHy 6RFLDO�RUGHU y 6WUXFWXUDO�FRQIOLFWy ,QWHJUDWLRQ�DQG�FRKHVLRQ y0RGHV�RI�GRPLQDWLRQy &RQVHQVXV y &RQWUDGLFWLRQy 6ROLGDULW\ y (PDQFLSDWLRQy 1HHG�VDWLVIDFWLRQ y 'HSULYDWLRQy $FWXDOLW\ y 3RWHQWLDOLW\
6RXUFH� %XUUHOO�DQG�0RUJDQ������,Q�VXPPDU\��%XUUHOO�DQG�0RUJDQ¶V�W\SRORJ\�FDQ�EH�GHVFULEHG�DV�SDUVLQJ�«� IRXU� SDUDGLJPV� E\� SRODUL]LQJ� DVVXPSWLRQV� UHJDUGLQJ� WKH�QDWXUH�RI� VRFLDO�VFLHQFH� �REMHFWLYH�VXEMHFWLYH�� DQG� WKH� QDWXUH� RI� VRFLHW\� �UHJXODWLRQ�UDGLFDO��FKDQJH� 2EMHFWLYLW\� SUHVXPHV� DQ� H[WHUQDO� UHDOLW\� RI� GHWHUPLQLVWLF� DQG�SUHGLFWDEOH� UHODWLRQVKLSV�� ZKHUHDV� VXEMHFWLYLW\� SUHVXPHV� FRQWH[WXDOO\� ERXQG�DQG� IOXLG� VRFLDO� FRQVWUXFWLRQV�� 5HJXODWLRQ� DVVXPHV� KDUPRQLRXV� DQG� RUGHUO\�VRFLDO� UHODWLRQV�� ZKHUHDV� UDGLFDO� FKDQJH� DVVXPHV� FRQIOLFW� DQG� SRZHU�DV\PPHWULHV �/HZLV�DQG�*ULPHV�������S������7KHVH� WZR� EL�SRODU� GLPHQVLRQV� SURYLGH� D� IUDPHZRUN� IRU� GLVWLQJXLVKLQJ� EHWZHHQ� WKH� IRXU�VRFLRORJLFDO�SDUDGLJPV�VKRZQ�LQ�)LJXUH�����DERYH��%XUUHOO�DQG�0RUJDQ�DUJXH�WKDW�DOO�VRFLDO�WKHRU\� FDQ EH� FRQYHQLHQWO\� XQGHUVWRRG� LQ� WHUPV� RI� WKH� FR�H[LVWHQFH� RI� WKHVH� IRXU� GLVWLQFW�SDUDGLJPV��,Q�HVVHQFH��HDFK�SDUDGLJP�RIIHUV�D�GLIIHUHQW�µOHQV¶�WKURXJK�ZKLFK�VRFLDO�VFLHQWLVWV�YLHZ�WKHLU�RZQ�VFLHQFH�DQG�WKH�VRFLDO�ZRUOG�DURXQG�WKHP��7KHVH�OHQVHV�YDU\�ERWK�LQ�WHUPV�RI�WKHLU� OHYHO� RI� UHVROXWLRQ� �L�H�� WKH� GHJUHH� WR�ZKLFK�SKHQRPHQD�DUH� VSHFLILHG� DQG� VSHFLILDEOH��DQG� WKHLU� ILHOG� RI� YLVLRQ� �L�H�� WKH� SDQRUDPLF� VFRSH� RI� SKHQRPHQD� ZKLFK� DUH� YLHZHG� DQG�YLHZDEOH��� 7KH� IRXU� VRFLRORJLFDO� SDUDGLJPV� DOVR� SURYLGH� D� IUDPHZRUN� IRU� XQGHUVWDQGLQJ�DFFRXQWLQJ� WKHRU\�DQG�SUDFWLFH� �0RUJDQ������D���(DFK�RI� WKHVH� IRXU�SDUDGLJPV� LV�GHVFULEHG�EULHIO\�EHORZ��WRJHWKHU�ZLWK�LWV�DSSOLFDWLRQ�LQ�DQ�DFFRXQWLQJ�FRQWH[W�
��� 7KH�IXQFWLRQDOLVW�SDUDGLJP7KH� IXQFWLRQDOLVW� SDUDGLJP� �VHH�)LJXUH�����DERYH�� UHSUHVHQWV� WKH�GRPLQDQW�SDUDGLJP� LQ� WKH�VRFLDO�VFLHQFHV� �LQFOXGLQJ�HFRQRPLFV�DQG�DFFRXQWLQJ��DW� WKH�SUHVHQW� WLPH��7KXV�� LQ�.XKQLDQ�WHUPV�� VFLHQFH� SHUIRUPHG� ZLWKLQ� WKLV� SDUDGLJP� LV� FRQVLGHUHG� µQRUPDO� VFLHQFH¶�� 5HVHDUFK�FDUULHG� RXW� ZLWKLQ� WKH� IXQFWLRQDOLVW SDUDGLJP� �RU� VWUXFWXUDO� IXQFWLRQDOLVW� SDUDGLJP� DV� LW� LV�VRPHWLPHV� FDOOHG��DVVXPHV�D� VRFLRORJ\�RI� UHJXODWLRQ�SHUVSHFWLYH� �VHH�7DEOH�����DERYH��DQG�WKXV� WHQGV� WR� EH� FRQFHUQHG� SULPDULO\� ZLWK� SURYLGLQJ� H[SODQDWLRQV� RI� WKH� VWDWXV� TXR��FRQVHQVXV��HWF��&RQVHTXHQWO\��WKH�SUREOHPDWLF�WHQGV�WR�EH�UHVHDUFKHG�IURP�D�VWDQGSRLQW�ZKLFK�
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LV�µUHDOLVW¶��µSRVLWLYLVW¶��µQRPRWKHWLF¶�DQG�µGHWHUPLQLQVW¶��%XUUHOO�DQG�0RUJDQ��������GHILQH�LW�WKXV� ,W� LV� D� SHUVSHFWLYH� ZKLFK� LV� KLJKO\� SUDJPDWLF� LQ� RULHQWDWLRQ�� FRQFHUQHG� WR�XQGHUVWDQG VRFLHW\� LQ�D�ZD\�ZKLFK�JHQHUDWHV�NQRZOHGJH�ZKLFK�FDQ�EH�SXW� WR�XVH��,W�LV�RIWHQ�SUREOHP�RULHQWDWHG�LQ�DSSURDFK��FRQFHUQHG�WR�SURYLGH�SUDFWLFDO�VROXWLRQV� WR� SUDFWLFDO� SUREOHPV�� «�� ,W� LV� FRQFHUQHG� ZLWK� WKH� HIIHFWLYH�µUHJXODWLRQ¶�DQG�FRQWURO�RI�VRFLDO�DIIDLUV �S�����5RRWHG� LQ� WKH� µSRVLWLYLVW¶� WUDGLWLRQ� �RQWRORJLFDOO\�� HSLVWHPRORJLFDOO\� DQG�PHWKRGRORJLFDOO\���VFLHQFH�IURP�ZLWKLQ�WKH�IXQFWLRQDOLVW�SDUDGLJP�LV�KHDYLO\�LQIOXHQFHG�E\�WKH�QDWXUDO�VFLHQFHV��DGRSWLQJ� WKH� VDPH�PRGHOV� DQG�PHWKRGV� LQ� WKH� VWXG\� RI� KXPDQ DIIDLUV��$V� VXFK�� WKH� VRFLDO�ZRUOG� LV� VHHQ� DV� KLJKO\� VWUXFWXUHG�� ³«� FRPSRVHG� RI� UHODWLYHO\� FRQFUHWH� HPSLULFDO� DUWHIDFWV�DQG�UHODWLRQVKLSV�ZKLFK�FDQ�EH�LGHQWLILHG��VWXGLHG�DQG�PHDVXUHG�WKURXJK�DSSURDFKHV�GHULYHG�IURP�WKH�QDWXUDO�VFLHQFHV´��%XUUHOO�DQG�0RUJDQ�������S������6FLHQFH�UHVHDUFKHG�IURP�ZLWKLQ�WKLV� SDUDGLJP� LV� WKXV� SULPDULO\� UHJXODWLYH� DQG� SUDJPDWLF��ZLWK� D� FRQFHUQ� IRU�XQGHUVWDQGLQJ�VRFLHW\�LQ�D�ZD\�ZKLFK�JHQHUDWHV�µXVHIXO¶�HPSLULFDO�NQRZOHGJH��6LPLODUO\��KXPDQ�EHKDYLRXU�LV� VHHQ� DV� VWUXFWXUHG� DQG� IXQFWLRQDO�� FKDUDFWHULVHG� E\� WUDLWV� VXFK� DV� DGDSWDWLRQ�� JRDO�DWWDLQPHQW��LQWHJUDWLRQ�DQG�SDWWHUQ�PDLQWHQDQFH��0DLQVWUHDP�DFFRXQWLQJ�UHVHDUFK�DGRSWV�WKLV�SHUVSHFWLYH��PDNLQJ�WZR�LPSRUWDQW�DVVXPSWLRQV�DERXW�WKH�VRFLDO�ZRUOG��&KXD����������L��WKDW�KXPDQ�EHKDYLRXU�LV�SXUSRVLYH��L�H��DFWLRQ�LV�SUHGLFDWHG�RQ�SURGXFLQJ�EHQHILFLDO�UHVXOWV�WR�WKH�DFWRU� LQ� TXHVWLRQ��� DQG� �LL�� WKDW� VRFLDO� RUGHU� LV� VHHQ� DV� FRQWUROODEOH��7KHVH� DVVXPSWLRQV� DUH�LPSRUWDQW�LQ�WKH�FRQWH[W�RI�WKH�SUHVHQW�VWXG\�DQG�KHQFH�DUH�FRQVLGHUHG�LQ�PRUH�GHWDLO�EHORZ��L�� +XPDQ�EHKDYLRXU�DV�SXUSRVLYH,Q�VRFLRORJ\��SXUSRVHIXO�EHKDYLRXU�UHIHUV�WR�WKH�DVVXPSWLRQ�WKDW�DOO�VRFLDO�DFWLRQ�LV�LQWHQGHG�WR�SURGXFH�EHQHILFLDO�UHVXOWV�WR�WKH�DFWRU�RU�DFWRUV�FRQFHUQHG��7KLV�DVVXPSWLRQ�KDV�LWV�URRWV�LQ�HFRQRPLFV�DQG�IRUPV�RQH�RI�D�EURDGHU�FODVV�RU�PRGHOV�RI�KXPDQ�EHKDYLRXU�EHORQJLQJ�WR�WKH�µUDWLRQDO�FKRLFH¶�DSSURDFK�WR�VRFLDO�WKHRU\��5DWLRQDO�FKRLFH�EHKDYLRXU�LQ�WKLV�FRQWH[W�UHIHUV�WR�D�PHWDWKHRUHWLFDO�DVVXPSWLRQ DV�RSSRVHG�WR�DQ�HPSLULFDO�JHQHUDOL]DWLRQ �$EHUFURPELH�HW�DO���������� 7KXV� LQ� WKH� ILHOG� RI�PDQDJHPHQW�� WKH� µWUDGLWLRQDO¶� SXUSRVH� RI� GHFLVLRQ�PDNLQJ� LV� WR�RSWLPLVH� WKH�HFRQRPLF� IXQFWLRQ�RI� WKH� ILUP��ZLWK�PDQDJHPHQW�DFWLQJ�DV� WKH�YLVLEOH�KDQG� WR�FRRUGLQDWH� WKH� DFWLYLWLHV� RI� WKH� ILUP� µUDWLRQDOO\¶� E\� PDNLQJ� µUDWLRQDO¶� GHFLVLRQV� �&KDQGOHU��������� ,Q� PDLQVWUHDP� HFRQRPLFV� DQG� DFFRXQWLQJ�� SHRSOH� DUH� VHHQ� DV� SRVVHVVLQJ� ERXQGHG�UDWLRQDOLW\��6LPRQ���������DOWKRXJK�WKH\�DUH�DOVR�FDSDEOH�RI�µUDWLRQDO¶�JRDO�VHWWLQJ��&KDPEHUV���������7KLV� LV�SDUWLFXODUO\� WKH�FDVH�ZLWK�HFRQRPLF�DJHQF\� WKHRU\��VHH�&KDSWHU����ZKHUH�WKH�DJHQW� LV� SUHVXPHG� WR� SUHIHU� OHVV� HIIRUW� WR� PRUH� �%DLPDQ�� ������� ZKHUH� LQGLYLGXDOV� DUH�SHUFHLYHG� DV� UHVRXUFHIXO�� HYDOXDWLYH�� PD[LPL]LQJ� PHQ� �=LPPHUPDQ�� ������ DQG� HDFK�LQGLYLGXDO� LV� QRW� RQO\� DVVXPHG� WR� DFW� LQ� KLV� RU� KHU RZQ� LQWHUHVW� EXW� DOVR� H[SHFWV� DOO� RWKHU�LQGLYLGXDOV� WR� DFW� VROHO\� WR� PD[LPL]H� WKHLU� RZQ� EHVW� LQWHUHVWV� �%DLPDQ�� ������� 7KHVH�SHUVSHFWLYHV�RQ�WKH�QDWXUH�RI�PDQ�DQG�WKXV�VRFLHW\�KDYH�JLYHQ�ULVH� WR�IUHTXHQWO\�XVHG�WHUPV�ZLWKLQ� WKH�PDLQVWUHDP�PDQDJHPHQW� DFFRXQWLQJ� DQG� ILQDQFH� OLWHUDWXUH�� LQFOXGLQJ� µERQGLQJ¶��µRSSRUWXQLVWLF� EHKDYLRXU¶�� µPRUDO� KD]DUG¶�� µVKLUNLQJ¶� DQG� µPRQLWRULQJ¶�� 7KHVH� WHUPV� DUH�H[SORUHG�IXUWKHU�LQ�&KDSWHU���ZKHQ�ORRNLQJ�DW�WKH�DVVXPSWLRQV�XQGHUO\LQJ�HFRQRPLF�DJHQF\�WKHRU\�� 7KH� LPSRUWDQW� LVVXH� WR� QRWH� KHUH� LV� WKDW� D� UHVHDUFKHU¶V� VRFLDO� FRQVWUXFWLRQ� RI� WKRVH�WKLQJV�ZKLFK�H[LVW�LQ�WKH�VRFLDO�ZRUOG��L�H��WKLQJV�WKDW�VLPSO\�ZRXOG�QRW�H[LVW�ZLWKRXW�SHRSOH��GHSHQGV�XSRQ�DVVXPSWLRQV�PDGH�DERXW�WKDW�ZRUOG���
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,Q� DFFRXQWLQJ�� DVVXPSWLRQV� DERXW� KXPDQ� EHKDYLRXU� KDYLQJ� VRPH� XQGHUO\LQJ� SXUSRVH� DUH�FUXFLDO�EHFDXVH� LQIRUPDWLRQ� LV�DVVXPHG� WR�VHUYH�D�SUDJPDWLF�� WHFKQLFDO�IXQFWLRQ�WKURXJK�WKH�SURYLVLRQ� RI� µXVHIXO¶�� µUHOLDEOH¶�� µUHOHYDQW¶� DQG� µREMHFWLYH¶� LQIRUPDWLRQ� IRU� WKH� PDNLQJ� RI�HFRQRPLF�GHFLVLRQV��VHH��IRU�H[DPSOH��3DWRQ�DQG�/LWWOHWRQ��������$,&3$��������)$6%��������VHH�DOVR�)((� �����E�������� LQ� WKH�FRQWH[W�RI�FRUSRUDWH�HQYLURQPHQWDO� UHSRUWLQJ���&RQFHSWV�VXFK� DV� µXVHIXOQHVV¶�� DQG� µUHOHYDQFH¶� DUH� FRQVLVWHQW�ZLWK� WKH� IXQFWLRQDOLVW� SDUDGLJP� LQ� WKDW�WKH\� DVVXPH� VRPH SULRU� REMHFWLYH� RU� QHHG�� 7KH� H[LVWHQFH� RI� D� µPHDQV±HQGV¶� EHOLHI� �&KXD���������ZKHUHE\�DFFRXQWLQJ�VSHFLILHV�µWKH�PHDQV¶��L�H��WKH�KRZ��UDWKHU�WKDQ�JHWWLQJ�LQYROYHG�LQ�GLVFXVVLRQV� RQ� WKH� GHVLUDELOLW\�� LQ� D� VRFLR�SROLWLFDO� FRQWH[W�� RI� µWKH� HQGV¶� �H�J�� XWLOLW\�PD[LPLVDWLRQ�� WKH� SXUVXLW� RI� SURILW�� VRFLDO� MXVWLFH�� HFRORJLFDO� UHVWRUDWLRQ�� HWF���� SHUPLWV�UHVHDUFKHUV� WR� WDNH�DV�JLYHQ�DQG�QDWXUDO� WKH�FXUUHQW�LQVWLWXWLRQDO�IUDPHZRUN�RI�JRYHUQPHQWV��PDUNHWV��SULFHV�DQG�RUJDQL]DWLRQDO�IRUPV��7LQNHU������E���+RZHYHU��WKH�µPHDQV±HQGV¶�EHOLHI�LV�LWVHOI�D�YDOXH�SRVLWLRQ�LQ�WKDW�LW�HIIHFWLYHO\�MXGJHV�WKH�VWDWXV�TXR�DV�EHLQJ�LQ�VRPH�ZD\�LGHDO�RU�VXSHULRU��&KXD���������LL�� 6RFLDO�RUGHU�LV�VHHQ�DV�FRQWUROODEOH*LYHQ�WKDW�KXPDQ�EHKDYLRXU�LV�SHUFHLYHG�DV�SXUSRVHIXO��WKHUH�LV�DQ LPSOLFLW�DVVXPSWLRQ�RI�D�FRQWUROODEOH� VRFLDO� RUGHU�� ,Q� PDLQVWUHDP� DFFRXQWLQJ�� IRU� H[DPSOH�� ZKLOH� FRQIOLFWV� PD\� EH�UHFRJQLVHG�DV�H[LVWLQJ�EHWZHHQ�LQYHVWRUV�DQG�PDQDJHUV��WKHVH�FRQIOLFWV�DUH�FRQFHSWXDOLVHG�DV�µPDQDJHDEOH¶� DQG� GR� QRW� OHDG� WR� FDOOV� IRU� D� FKDQJH� LQ� WKH� VRFLDO� V\VWHP� �L�H�� FDSLWDOLVP���+RZHYHU�� LQ� WHUPV� RI� WKH� µRUGHU±FRQIOLFW� GHEDWH¶� GHVFULEHG� DERYH�� FRQIOLFW� LV� VHHQ� DV�G\VIXQFWLRQDO� LI� LW� LQWHUIHUHV�ZLWK� WKH�PDLQ� JRDO� RI� WKH�RUJDQL]DWLRQ��ZKDWHYHU� WKDW�PD\�EH��7KXV� WKH� µRUGHU±FRQIOLFW� GHEDWH¶� LV�� IRU� WKH� PRVW� SDUW�� HQWLUHO\� DEVHQW� IURP� PDLQVWUHDP�DFFRXQWLQJ� �&KXD�� ������� 5DWKHU�� VRFLHW\� DQG� RUJDQL]DWLRQV� DUH� SUHVXPHG� WR� EH�� DQG�SHUFHLYHG� RI� DV� EHLQJ�� HVVHQWLDOO\� IXQFWLRQDO�� SXUSRVLYH� DQG� VWDEOH�� ZLWK� DQ\� G\VIXQFWLRQDO�FRQIOLFW� EHLQJ�PDQDJHG� WKURXJK� WKH�XVH�RI� DSSURSULDWH� DFFRXQWLQJ�FRQWUROV� VXFK�DV�EXGJHWV�DQG�GLYLVLRQDO�SHUIRUPDQFH�FULWHULD��VHH��IRU�H[DPSOH��'HPVNL�DQG�)HOWKDP��������+RSZRRG���������7KH� IXQFWLRQDOLVW� SDUDGLJP� LV� KRPH� WR� PDQ\� RI� WKH� FRQYHQWLRQDO� ILQDQFH� DQG� HFRQRPLF�WKHRULHV�� LQFOXGLQJ� QHR�FODVVLFDO� HFRQRPLF� WKHRU\�� HFRQRPLF� WKHRULHV� RI� WKH� ILUP� VXFK� DV�HFRQRPLF� DJHQF\� WKHRU\�� DV� ZHOO� DV� FRQYHQWLRQDO� DFFRXQWLQJ� WKHRULHV� �&RRSHU�� ������0DWKHZV�� ����D���6WXGLHV� FRQGXFWHG�ZLWKLQ� WKLV� IUDPHZRUN�DOVR� LQFOXGH� WKRVH�ZKLFK� IRFXV�RQ� WKH� XVHIXOQHVV� RI� VRFLDO� DQG� HQYLURQPHQWDO� LQIRUPDWLRQ� WR� LQYHVWRUV� �VHH�� IRU� H[DPSOH��(SVWHLQ� DQG� )UHHGPDQ�� ������� )URP� D� IXQFWLRQDOLVW� SHUVSHFWLYH�� VRFLDO� DFFRXQWLQJ� LV�FRQVLGHUHG� LPSRUWDQW�RQO\� LI� LW�HQKDQFHV� WKH�FRPSDQ\��*UD\�HW�DO����������:KLOVW�D�GHWDLOHG�GLVFXVVLRQ�RI�WKLV�LVVXH�LV�RXWVLGH�WKH�GRPDLQ�RI�WKH�SUHVHQW�VWXG\��LW�LV�KHOSIXO�WR�FRQVLGHU�WKH�SRWHQWLDO� OLQNV� EHWZHHQ� &65� DQG� FRQYHQWLRQDO� DFFRXQWLQJ� WKHRULHV�� $� QXPEHU� RI� ZRUWK\�DWWHPSWV�KDYH�EHHQ�PDGH�WR�FRGLI\�FRQYHQWLRQDO�DFFRXQWLQJ�WKHRULHV��VHH��IRU�H[DPSOH��$$$��������%HONDRXL��������'DYLV�HW�DO���������*UD\�HW�DO���������������.ODDVVHQ��������/DXJKOLQ�DQG�3X[W\���������2QH�DOWHUQDWLYH��DV�VXJJHVWHG�E\�*UD\�HW�DO����������FODVVLILHV�FRQYHQWLRQDO�DFFRXQWLQJ� WKHRULHV� LQWR� IRXU� EURDG� �EXW� RYHUODSSLQJ�� JURXSV�� WKH� µFODVVLFDO¶� LQGXFWLYH�DSSURDFK�� WKH� µFODVVLFDO¶� WUXH� LQFRPH�GHGXFWLYH�DSSURDFK�� WKH�GHFLVLRQ�XVHIXOQHVV�DSSURDFK��DQG��WKH�LQIRUPDWLRQ�HFRQRPLFV�DJHQF\�WKHRULHV��FRPPRGLW\�EDVHG�DSSURDFK����(DFK�RI�WKHVH�IRXU�JURXSV�LV�FRQVLGHUHG��EULHIO\��EHORZ�
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�D�� &ODVVLFDO� LQGXFWLYH� WKHRULHV UHSUHVHQW�DWWHPSWV� WR� IRUPXODWH�DFFRXQWLQJ�SRVWXODWHV�DQG�SULQFLSOHV� EDVHG� RQ� REVHUYDWLRQV� RI� DFFRXQWLQJ� SUDFWLFH�� OHDGLQJ� WR� WKH� GHYHORSPHQW� RI�JHQHUDO�DFFRXQWLQJ�SULQFLSOHV�DQG�FRQYHQWLRQV�VXFK�DV�PDWFKLQJ��DFFUXDOV���FRQVLVWHQF\�DQG�SUXGHQFH�� 6XFK� DWWHPSWV� DUH� µLQGXFWLYH¶� EHFDXVH� WKH� FRQVWUXFWLRQ� RI� WKHRU\� EHJLQV� ZLWK�GHWDLOHG�REVHUYDWLRQV�DQG�PHDVXUHPHQWV�RI�H[LVWLQJ��EHVW��DFFRXQWLQJ�SUDFWLFH��ZKLFK�DUH�WKHQ�GHYHORSHG� LQWR� JHQHUDOLVHG�PRGHOV� �VHH�� IRU� H[DPSOH�� )OHZ�� ������ +HQGULNVHQ�� ������ ,MLUL���������7KLV�DSSURDFK�ZDV�SDUWLFXODU�LQIOXHQWLDO�LQ�WKH�86�LQ�WKH�����V�DQG�����V��FXOPLQDWLQJ�LQ� WKH� $PHULFDQ� $FFRXQWLQJ� $VVRFLDWLRQ¶V� �$$$�� ����D�� ³$FFRXQWLQJ� 3ULQFLSOHV� DQG�8QGHUO\LQJ�&RUSRUDWH�)LQDQFLDO�6WDWHPHQWV´����:KLOVW�WKLV�PHWKRG�KDV�D�GHVFULSWLYH�HOHPHQW��LW�LV�HVVHQWLDOO\�SUHVFULSWLYH��L�H��QRUPDWLYH��LQ�WKDW�DWWHPSWV�WR�GHYHORS�DFFRXQWLQJ�WKHRULHV�LQ�WKLV�ZD\�DUH�XVXDOO\�EDVHG�RQ�EHOLHIV�LQ�WKH�YDOXH�RI�DFFRXQWLQJ�SUDFWLFHV��RU�VRPH�QRWLRQ�RI�µEHVW� DFFRXQWLQJ� SUDFWLFH¶� �VHH�� IRU� H[DPSOH�� *RUGRQ�� ������ /LWWOHWRQ�� ������ 3DWRQ� DQG�/LWWOHWRQ�� ������ ������6DQGHUV�HW� DO��� ������6SURXVH� DQG�0RRQLW]���������2QH�ZHDNQHVV�RI�WKLV�DSSURDFK�LV�WKDW�LW�IRVWHUV�µWKHRU\�FORVXUH¶�E\�SUHYHQWLQJ�WKH�FRQVLGHUDWLRQ�RU�HPHUJHQFH�RI�RWKHU�IRUPV�RI�QRUPDWLYH�DFFRXQWLQJ�DQG�UHSRUWLQJ��VXFK�DV�&65��ZKLFK�DUH�QRW�EDVHG�RQ�REVHUYHG�SUDFWLFH��+HQFH�� WKH�FODVVLFDO� LQGXFWLYH�VFKRRO� LV�FODLPHG� WR�H[FOXGH�&65�ZLWKRXW�EHLQJ�DEOH�WR�RIIHU�DQ\�MXVWLILDEOH�UHDVRQ�IRU�GRLQJ�VR��*UD\�HW�DO����������E� &ODVVLFDO� µWUXH¶� LQFRPH�GHGXFWLYH� WKHRULHV DUH� FRQFHUQHG� ZLWK� GHYHORSLQJ� D� µEHVW¶�PRGHO�RI�DFFRXQWLQJ�ZKLFK�SURYLGHV�DQ�µREMHFWLYH¶�DQG�µWUXWKIXO¶�DFFRXQW�RI�EXVLQHVV�SURILW����7KH�GHGXFWLYH�PHWKRG�RI�UHDVRQLQJ�LQYROYHV�VWDUWLQJ�ZLWK�VSHFLILF�REMHFWLYHV�DQG�SRVWXODWHV�RXW� RI�ZKLFK� ORJLFDO�SULQFLSOHV�DUH�GHULYHG� WKDW�SURYLGH� WKH�EDVLV� IRU�FRQFUHWH�DQG�SUDFWLFDO�VROXWLRQV� �+HQGULNVHQ�� ������� 7KLV� DSSURDFK� LV� DOVR� NQRZQ� DV� WKH�SRVWXODWLRQDO� DSSURDFK�0DWWHVVLFK�� ����E�� RU� D� SULRUL� UHVHDUFK �1HOVRQ�� ������� ,Q� WKH� FRQWH[W� RI� µWUXH¶� LQFRPH�PRGHOV��WKHUH�LV�D�SHUFHSWLRQ�DV�WR�WKH�H[LVWHQFH�RI�D�µFRUUHFW¶�SURILW�ILJXUH�DQG�WKDW�WKH�UROH�RI�DFFRXQWLQJ��DV�D�PHDVXUHPHQW�V\VWHP��LV�VHHQ�DV�EHLQJ�WR�SURYLGH�WKH�EDVLV�IRU�DUULYLQJ�DW�WKLV�ILJXUH�� 3URSRQHQWV� RI� WKH� µWUXH� LQFRPH¶�PRGHO� WRRN� D� QRUPDWLYH�GHGXFWLYH� DSSURDFK� WR� WKH�FRQVWUXFWLRQ�RI�DFFRXQWLQJ�WKHRU\��ZLWK�WKH�GHYHORSPHQW�RI�JHQHUDO�SURSRVLWLRQV�DERXW�ZKDW�DFFRXQWLQJ� µVKRXOG� EH¶� �L�H�� WKH� REMHFWLYHV� RI� ILQDQFLDO� VWDWHPHQWV�� DQG� WKHQ�PRYLQJ� RQ� WR�VSHFLI\� DFFRXQWLQJ� SRVWXODWHV�� SULQFLSOHV� DQG� DFFRXQWLQJ� WHFKQLTXHV� IRU� WKHLU� SUDFWLFDO�DSSOLFDWLRQ� �VHH� IRU� H[DPSOH�� &DQQLQJ�� ������ &KDPEHUV�� ������ ������ (GZDUGV� DQG� %HOO�������� ,MLUL�� ������ ������0RRQLW]�������3DWRQ��������6WHUOLQJ�����������7KH�GHYHORSPHQW�RI�REMHFWLYHV�DQG�SRVWXODWHV�IRUPHG�DW�WKH�RXWVHW�LV�DOVR�NQRZQ�DV�µD�SULRUL¶�UHVHDUFK��ZKLFK�ZDV�SDUWLFXODUO\� SRSXODU� ZLWKLQ� DFFRXQWLQJ� LQ� WKH� ����V� �*DIILNLQ�� ������� 7KLV� DSSURDFK�� DOVR�UHIHUUHG� WR� DV� WKH� µGDWD� RULHQWDWHG� DSSURDFK¶� �/DXJKOLQ� DQG� *UD\�� ������ LV� HVVHQWLDOO\�WDXWRORJLFDO�JLYHQ� WKDW�DFFRXQWLQJ��DV�D�PDQ�PDGH�DUWHIDFW��KDV�QR�H[LVWHQFH�LQGHSHQGHQW�RI�WKH�KXPDQ�DJHQF\��7KXV��WKH�QRWLRQ�WKDW�WKHUH�H[LVWV�D�µWUXH¶�PHDVXUH�RI�DFFRXQWLQJ�SURILW�KDV�PHDQLQJ�RQO\� WR� WKH�H[WHQW� WR�ZKLFK�ZH�FKRRVH�� LGHRORJLFDOO\�VSHDNLQJ�� WR�JLYH� LW�PHDQLQJ��6LQFH� µDFFRXQWLQJ� SURILW¶� LV� WKH� UHVXOW� RI� ZKDWHYHU� PHDVXUHPHQW� V\VWHP� ZH� FKRRVH� WR�FRQVWUXFW� WR�GHULYH�PHDVXUHV�RI�SURILW�DQG�ILQDQFLDO�SRVLWLRQ�� WKLV�FLUFXODU� UHDVRQLQJ�FDQQRW��ORJLFDOO\��EH�WKH�EDVLV�IRU�DUULYLQJ�DW DQ\�µREMHFWLYH¶�WUXWK�DERXW�DQ�RUJDQL]DWLRQ��*UD\�HW�DO����������'HILQLQJ�ZKDW� LV� WR�EH�DFFRXQWHG�IRU�E\�UHIHUHQFH�WR�PDUNHW� WUDQVDFWLRQV�DQG�HYHQWV��IRU�H[DPSOH�� LPSOLHV� WKDW�FRPPRGLWLHV�ZKLFK�KDYH�QR�PDUNHW�SULFH� �L�H�� µIUHH�JRRGV¶��EHLQJ�JRRGV� ZKLFK� DUH� QRW� �FXUUHQWO\�� VFDUFH� RU� ZKLFK� GR� QRW� UHTXLUH� WKH� XVH� RI� IDFWRUV� RI�SURGXFWLRQ� WR�FUHDWH� WKHP��DUH�QRW�DFFRXQWHG� IRU��7KLV� WKHUHIRUH�H[FOXGHV�HYHU\WKLQJ�ZKLFK�KDV�QR� µSULFH� WDJ¶�� VXFK�DV� WKH�TXDOLW\�RI� WKH� µIUHH¶�QDWXUDO�HQYLURQPHQW� �ULYHUV�� VHDV�� ODNHV��
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ODQG� DQG� DLU��� &RQVHTXHQWO\�� LQFRPH� WKHRULHV� EDVHG� RQ� PDUNHW� WUDQVDFWLRQV� DQG� HYHQWV�HIIHFWLYHO\� H[FOXGH� WKH� YHU\� WKLQJV� ZKLFK�&65� LV� FRQFHUQHG�ZLWK�� WKH� FRUROODU\� EHLQJ� WKDW�VRFLDO�DQG�HQYLURQPHQWDO� LVVXHV�DUH�QRW�LPSRUWDQW�LQ�WKH�FRQWH[W�RI�EXVLQHVV�DFFRXQWLQJ�DQG�UHSRUWLQJ��*UD\�HW�DO������������F� 'HFLVLRQ� XVHIXOQHVV� WKHRULHV FXUUHQWO\� GRPLQDWH� PDLQVWUHDP� DFFRXQWLQJ� WKRXJKW� DQG�PDNH� LPSRUWDQW�DVVXPSWLRQV�DERXW�KXPDQ�EHKDYLRXU��SDUWLFXODUO\� WKDW�DOO� VXFK�EHKDYLRXU� LV�µUDWLRQDO¶� DQG� µSXUSRVHIXO¶�� 7KXV� WKH� µXVHU� GHFLVLRQ� PRGHO¶�� IRU� H[DPSOH�� LV� EDVHG� RQ� WKH�YLHZ�WKDW�WKH�SULPDU\�SXUSRVH�RI�ILQDQFLDO�DFFRXQWLQJ�LV�WR�SURYLGH�LQIRUPDWLRQ�WKDW�PHHWV�WKH�QHHGV�RU�ZDQWV�RI�SDUWLHV�RWKHU�WKDQ�WKH�UHSRUWLQJ�RUJDQL]DWLRQ��/DXJKOLQ�DQG�*UD\�����������7KLV� DSSURDFK� WR� DFFRXQWLQJ� WKHRU\� KDV� EHHQ� SDUWLFXODUO\� LQIOXHQWLDO� VLQFH� WKH� ����V�IROORZLQJ� WKH� ULVH� LQ� WKH� LQWHUHVW� LQ� QHHGV� RI� WKH� XVHUV� RI� DQQXDO� DFFRXQWV�� 7KH� ZRUN� RI�(GZDUGV�DQG�%HOO��������ZDV�SDUWLFXODUO\�LQIOXHQWLDO�LQ�WKLV�FRQWH[W�EHFDXVH�LW�KLJKOLJKWHG�WKH�IDFW� WKDW� GLIIHUHQW� PRGHOV� RI� GHWHUPLQLQJ� LQFRPH� PD\� EH� QHHGHG� IRU� GLIIHUHQW� GHFLVLRQ�SXUSRVHV��,Q�WKH�����V��WKH�UHDOLVDWLRQ�RI�WKH�SRVVLELOLW\�RI�D�µKRUVHV�IRU�FRXUVHV¶�DSSURDFK�WR�LQFRPH�GHWHUPLQDWLRQ�KDG�WKH�HIIHFW�RI�VKLIWLQJ�WKH�IRFXV�RI�DFFRXQWLQJ�UHVHDUFK�DZD\�IURP�GHWHUPLQLQJ�D�VLQJOH�µWUXH¶�PHDVXUH�RI�HFRQRPLF�LQFRPH�WRZDUGV�D�FRQFHUQ�IRU�WKH�QHHGV�RI�WKH�YDULRXV�GHFLVLRQ�PDNHUV��KHUDOGLQJ�WKH�ULVH�RI�GHFLVLRQ�XVHIXOQHVV�UHVHDUFK��,QIOXHQFHG�E\�WKH�FRQFOXVLRQV�RI�WKH�7UXHEORRG�5HSRUW��$,&3$��������LQ�WKH�86�DQG�WKH�&RUSRUDWH�5HSRUW��$66&�������� LQ� WKH�8.��VHH�&KDSWHU�����D�ZLGHVSUHDG�GHEDWH� WRRN�SODFH�LQ� WKH�����V�LQWR�WKH� SURFHVV� RI� DFFRXQWLQJ� VWDQGDUG�VHWWLQJ� DQG� WKH� ZD\� LQ� ZKLFK� WKH� QHHGV� RI� WKH� YDULRXV�XVHUV�LGHQWLILHG�LQ�WKHVH�UHSRUWV�FRXOG EH�DFFRPPRGDWHG�ZLWKLQ�WKH�VWDQGDUG�VHWWLQJ�SURFHVV��&RQWURYHUVLDOO\��IDFHG�ZLWK�WKH�YHU\�UHDO�SUDFWLFDO�GLOHPPD�RI�WU\LQJ�WR�VROYH�WKLV�LQWUDFWDEOH�SUREOHP��VWDQGDUGV�VHWWHUV�DQG�UHVHDUFKHUV�FDPH�GRZQ�LQ�IDYRXU�RI�IRFXVLQJ�RQ�WKH�QHHGV�RI�VKDUHKROGHUV�DQG�LQYHVWRUV�LQ�JHQHUDO�IRU�QR�RWKHU�UHDVRQ�WKDQ�WKDW��IURP�D�OHJDO�SHUVSHFWLYH��WKH�ILQDQFLDO�VWDWHPHQWV�DUH�DGGUHVVHG�WR�VKDUHKROGHUV��5\DQ�HW�DO����������+DYLQJ�PDGH�WKLV�FKRLFH�� LW� ORJLFDOO\� IROORZHG� WR� IRFXV� UHVHDUFK� HIIRUWV� RQ� WKH� QHHGV� RI� WKH� VKDUHKROGHU� DQG�LQYHVWRUV��0XFK�RI�WKH�UHVHDUFK�SHUIRUPHG�LQ�WKLV�FRQWH[W�ZDV�LQIOXHQFHG�E\�UHVHDUFK�ZKLFK�WRRN�DV�LWV�PRGHO� WKH� QHR�FODVVLFDO� HFRQRPLVWV¶� YLHZ� RI� WKH� ZRUOG� LQ� ZKLFK� LQYHVWPHQW� GHFLVLRQV� DUH�GHWHUPLQHG�RQ� WKH�EDVLV�RI� WKH�QHW�SUHVHQW�YDOXH� �139��RI� IXWXUH�FDVK� IORZV�� L�H��GLYLGHQGV��5\DQ�HW�DO����������8VLQJ�WKLV�PRGHO��WKH�QDWXUDO�FKRLFH�RI�VKDUHKROGHUV��LI�JLYHQ�WKDW�FKRLFH��ZRXOG�EH� IRU�FRPSDQLHV� WR�SXEOLVK� IRUHFDVWV�RI� IXWXUH�FDVK� IORZV��)RU�YDULRXV� UHDVRQV�� WKLV�ZDV�JHQHUDOO\�YLHZHG�DV�LPSUDFWLFDO�DQG�VR�UHVHDUFKHUV�FRQFHQWUDWHG�RQ�WKH�SUHGLFWLYH�DELOLW\�RI� ILQDQFLDO�VWDWHPHQWV�DV�D�VXUURJDWH� IRU� IXWXUH�FDVK�IORZ�IRUHFDVWV� IURP�WKH�SHUVSHFWLYH�RI�WKH� VKDUHKROGHU� DQG� LQYHVWRU�� $OWKRXJK� WKHUH� KDV� EHHQ� VRPH� HPSLULFDO� UHVHDUFK� LQWR� WKH�LQIRUPDWLRQ QHHGV� RI� WKH� XVHUV� RI� ILQDQFLDO� VWDWHPHQWV� �VHH�� IRU� H[DPSOH�� $,&3$�� ������(SVWHLQ� DQG�3DYD�� ������/HH� DQG�7ZHHGLH�� ������ ������� WKHRULVWV�ZLWKLQ� WKH� µXVHU�GHFLVLRQ�PRGHO¶�VFKRRO�RI�WKRXJKW�KDYH�WHQGHG�WR�IROORZ�D�µRQH�VL]H�ILWV�DOO¶�DSSURDFK��7KXV�6WHUOLQJ��������� IRU� H[DPSOH�� LQ� UHFRJQL]LQJ� WKH� SUDFWLFDO� DQG� HFRQRPLF� �FRVW�EHQHILW�� FRQVWUDLQWV�LQYROYHG� LQ� WU\LQJ� WR� SURYLGH� DOO� RI� WKH� LQIRUPDWLRQ�ZKLFK� DOO� GHFLVLRQ�PDNHUV�PLJKW�QHHG��DUJXHG� WKDW� DQ� DFFRXQWLQJ� V\VWHP� VKRXOG� EH� GHVLJQHG� WR� VXSSO\� µUHOHYDQW¶ LQIRUPDWLRQ� IRU�µUDWLRQDO� GHFLVLRQ�PRGHOV¶�� ZKHUH� µUDWLRQDO¶� LQ� WKLV� FRQWH[W� UHIHUV� WR� WKRVH� GHFLVLRQ�PRGHOV�WKDW� DUH�PRVW� OLNHO\� WR� DVVLVW� GHFLVLRQ�PDNHUV� LQ� DFKLHYLQJ� WKHLU� JRDOV�� ,Q� WKLV� FRQWH[W�� WKH�GHFLVLRQ� PDNHUV� DUH� VHHQ� SULPDULO\� DV� HFRQRPLF GHFLVLRQ� PDNHUV� DQG� KHQFH� WKH� µUDWLRQDO�GHFLVLRQ�PRGHOV¶�WR�ZKLFK�WKHVH�WKHRULVWV�UHIHU�DUH�QRUPDOO\�WKRVH�RI�VKDUHKROGHUV�DQG�RWKHU�
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ILQDQFLDO� LQYHVWRUV�� $V� LQGLFDWHG� DERYH�� DFFRXQWLQJ� VWDQGDUG�VHWWLQJ� ERGLHV� KDYH� WHQGHG� WR�DGRSW� WKH� VDPH� DSSURDFK� E\� DVVHUWLQJ�WKDW� �L�� WKH� SULPDU\� XVHUV� RI� ILQDQFLDO� VWDWHPHQWV� DUH�VKDUHKROGHUV� DQG� FUHGLWRUV� �VHH�� IRU� H[DPSOH�� $,&3$�� ������ DQG� �LL�� µQHHGV¶� DUH� PRUH�LPSRUWDQW�WKDQ�µZDQWV¶��VHH��IRU�H[DPSOH��)$6%���������:LWKLQ�WKLV�ZRUOG�YLHZ��WKH�SULQFLSOH�REMHFWLYH� RI� ILQDQFLDO� VWDWHPHQWV� LV� WR� SURYLGH� LQIRUPDWLRQ� WKDW� LV� µXVHIXO¶� WR� LQYHVWRUV� DQG�FUHGLWRUV� IRU�PDNLQJ�HFRQRPLF GHFLVLRQV��ZKDW�:DWWV� DQG�=LPPHUPDQ� ������� UHIHU� WR� DV� WKH�µLQIRUPDWLRQ� REMHFWLYH¶� �VHH�� IRU� H[DPSOH�� $$$�� ����E��$,&3$�� ������ ������ %UXQV�� ������'LHUNHV� DQG� $QWDO�� ������ )$6%�� ������ ������ 0DFGRQDOG�� ������ 6WHUOLQJ�� ������ 6WRUH\�����������+RZHYHU�� WKLV� DSSURDFK� IDLOHG� WR� SURYLGH� D� ORJLFDO� EDVLV� IRU� DFFRXQWLQJ� FKRLFHV� WKDW�KDG�EHHQ�KRSHG�IRU�E\�LWV�DGYRFDWHV��5\DQ�HW�DO����������6XFK�FKRLFHV��DFFRUGLQJ�WR�:DWWV�DQG�=LPPHUPDQ¶V� ������������� ������SRVLWLYH� WKHRU\�RI� DFFRXQWLQJ� �3$7���DUH�PDGH��QRW�RQ� WKH�EDVLV�RI�SURYLGLQJ�WKH�FDSLWDO�PDUNHWV�ZLWK�D�PHDVXUH�RI�µWUXH�LQFRPH¶�EXW�RQ�WKH�EDVLV�RI�WKHLU�HFRQRPLF� FRQVHTXHQFHV WR� PDQDJHUV� DQG� VKDUHKROGHUV�� 3$7� LV� H[SORUHG� LQ� PRUH� GHWDLO� LQ�&KDSWHU���$�VHFRQG�GHFLVLRQ�XVHIXOQHVV�WKHRU\�ZLGHO\�UHFRJQLVHG�LQ�WKH�DFFRXQWLQJ�OLWHUDWXUH�IRFXVHV�RQ�DJJUHJDWH�PDUNHW�EHKDYLRXU� DQG� LV� EDVHG� ODUJHO\� RQ� WKH� ZRUNV� RI� *RQHGHV� ������� DQG�*RQHGHV� DQG� 'RSXFK� �������� 3XW� VLPSO\�� WKH� EDVLF� �QRUPDWLYH� DUJXPHQW� XQGHUO\LQJ� WKLV�PRGHO� LV� WKDW� WKH� VHOHFWLRQ� RI� DFFRXQWLQJ� QXPEHUV�� DQG� E\� LPSOLFDWLRQ�� WKH� LQIRUPDWLRQ�V\VWHPV�DQG�SURFHGXUHV� IRU�SURGXFLQJ�WKRVH�QXPEHUV��VKRXOG�EH�HYDOXDWHG�LQ�WKH�FRQWH[W�RI�DJJUHJDWH� VWRFN�PDUNHW� EHKDYLRXU�� WKH�ODWWHU� EHLQJ� UHJDUGHG� DV� D� EDVLV� IRU� MXGJLQJ�ZKDW� LV�LPSRUWDQW��7KLV� YLHZ� LV� EDVHG�RQ� WKH�SUHPLVH� WKDW� DFFRXQWLQJ�QXPEHUV�KDYH� µLQIRUPDWLRQDO�FRQWHQW¶� �*RQHGHV��������� WKH�YDOXH�RI�ZKLFK�FDQ�EH�PHDVXUHG�DFFRUGLQJ� WR�VWRFN�PDUNHWV¶�UHDFWLRQV�WR�WKH�SXEOLFDWLRQ�RI�WKDW�LQIRUPDWLRQ��7KH�DGGHG�DVVXPSWLRQ�RI�DQ�HIILFLHQW�FDSLWDO�PDUNHW��L�H��WKH�HIILFLHQW�PDUNHW�K\SRWKHVLV��(0+���LV�D�NH\�EXLOGLQJ�EORFN�LQ�WKH�FRQVWUXFWLRQ�RI� WKH� VHFXULWLHV�PDUNHWV¶� DELOLW\� WR� UHDFW� µHIILFLHQWO\¶� WR�DFFRXQWLQJ�QXPEHUV����5HVHDUFKHUV�ZRUNLQJ� ZLWKLQ� WKLV� SDUWLFXODU� GRPDLQ�� RIWHQ� UHIHUUHG� WR� DV� µPDUNHW�EDVHG� DFFRXQWLQJ�UHVHDUFK¶�� QRUPDOO\� FRQGXFW� WKHLU� UHVHDUFK� E\� HPSOR\LQJ� VRPH� PRGHO� RI� WKH� EHKDYLRXU� RI�LQGLYLGXDOV�DQG�PDUNHWV�GUDZQ�PDLQO\�IURP�H[LVWLQJ�ILQDQFH�WKHRULHV��VXFK�DV�WKH�FDSLWDO�DVVHW�SULFLQJ� PRGHO� �&$30��� ZKLFK� FRQWDLQV� D� QXPEHU� RI� DVVXPSWLRQV� UHODWLQJ� WR� ULVN�GLYHUVLILFDWLRQ�� SRUWIROLR� WKHRU\� DQG� WKH� UHODWLRQVKLS� EHWZHHQ� ULVN� DQG� UHWXUQ� �VHH�� IRU�H[DPSOH��%DOO� DQG�%URZQ�� ������/LQWQHU�� ������0RVVLQ�� �������6XFK� UHVHDUFK�PHWKRGV� DUH�URRWHG� LQ� QHR�FODVVLFDO� HFRQRPLFV� DQG� WKH� XQGHUO\LQJ� DVVXPSWLRQV� DERXW� KXPDQ� QDWXUH��µUDWLRQDO¶��DQG�WKH�VWUXFWXUH�RI�PDUNHWV��SHUIHFW�FRPSHWLWLRQ�DQG�IUHHGRP�RI�LQIRUPDWLRQ��WKDW�DUH�HPEHGGHG�WKHUHLQ��5\DQ�HW�DO���������%RWK�VHWV�RI�GHFLVLRQ�XVHIXOQHVV�WKHRULHV�GHVFULEHG�DERYH�DUH�SUHVFULSWLYH LQ�WKDW�WKH\�LQYROYH�YDOXH�MXGJHPHQWV�LQ�SULYLOHJLQJ�RQH�VHFWLRQ�RI�VRFLHW\��VKDUHKROGHUV�RU�VWRFN�PDUNHWV��ZKLFK��LQ�WKH�FDVH�RI�ODUJH��SXEOLFO\�OLVWHG�FRPSDQLHV�LV�HVVHQWLDOO\�WKH�VDPH�WKLQJ��RYHU�RWKHUV��7KH�MXVWLILFDWLRQ� IRU� VXFK� SULYLOHJLQJ� LV� WR� EH� IRXQG� LQ� WKH� PHWDWKHRUHWLFDO� XQGHUSLQQLQJV� RI�FRQYHQWLRQDO� DFFRXQWLQJ� DQG� WKH� UHODWHG� DVVXPSWLRQV� RI� QHR�FODVVLFDO� HFRQRPLFV� �VHH�&KDSWHUV���DQG�������(YHQ�LI�LW�LV�DFFHSWHG�WKDW�LQYHVWRUV�RU�VWRFN�PDUNHWV�VKRXOG�EH�WKH�SULPH�DXGLHQFH�IRU�ILQDQFLDO�VWDWHPHQWV��WKLV�GRHV�QRW�SUHFOXGH�WKH�SURYLVLRQ�RI�LQIRUPDWLRQ�WKDW�LV�UHOHYDQW� WR�DVVHVVLQJ�WKH�VRFLDO�DQG�HQYLURQPHQWDO� LPSDFWV�ZKLFK�WKH�UHSRUWLQJ�RUJDQL]DWLRQ�KDV�RQ�VRFLHW\��+RZHYHU��GHFLVLRQ�XVHIXOQHVV�WKHRU\�SUH�VXSSRVHV�WKDW�ZKDW�JHWV�UHSRUWHG�LV�GHILQHG�H[�DQWH��EDVHG�RQ�VRPH�WDNHQ�IRU�JUDQWHG�XQGHUVWDQGLQJ�RU�DJUHHPHQW��.RNXEX�HW�DO���������� $V� VXFK�� GHFLVLRQ�XVHIXOQHVV� WKHRU\� GRHV� QRW� H[SORUH� WKH� G\QDPLF� QDWXUH� RI� WKH�
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UHODWLRQVKLS� EHWZHHQ� WKH� DJHQW� �WKH� LQIRUPDWLRQ� SURYLGHU�� DQG� SULQFLSDO� �WKH� LQIRUPDWLRQ�UHFHLYHU��LQ�WKH�FRQWH[W�RI�H[LVWLQJ�SRZHU�LQHTXDOLWLHV�DQG�LQIRUPDWLRQ�DV\PPHWULHV��7KXV�WKH�DSSOLFDWLRQ� RI� GHFLVLRQ�XVHIXOQHVV� WKHRU\� WRZDUGV� H[SODLQLQJ� WKH� QDWXUH� DQG� FDXVHV�RI�&65�UHPDLQV� SUREOHPDWLF� EHFDXVH� WKH� JHQHUDOO\�DFFHSWHG� FRQFHSW� RI� SULQFLSDO�DJHQW� UHODWLRQVKLS�KDV� VR� IDU� QRW� EHHQ� HVWDEOLVKHG� LQ� UHJDUG� WR� VRFLDO� UHSRUWLQJ� �.RNXEX� HW� DO��� �������1HYHUWKHOHVV�� LQ� WKH� FRQWH[W�RI�&65�� WKH�SULPH�FDVH� IRU�GHFLVLRQ�XVHIXOQHVV� WKHRULHV� OLHV� LQ�WKHLU�SRWHQWLDO��LQ�D�QRUPDWLYH UDWKHU�WKDQ�D�GHVFULSWLYH�VHQVH��WR�JLYH�YRLFH�WR�RWKHU�IDFWLRQV�DQG�LQWHUHVW�JURXSV�DQG�GLDORJXHV�ZKLFK�DUH�WUDGLWLRQDOO\�H[FOXGHG�IURP�DFFRXQWLQJ�UHVHDUFK�DQG�SUDFWLFH��VHH��IRU�H[DPSOH��$UULQJWRQ��������&RRSHU�DQG�6KHDUHU� ������*UD\�HW�DO���������������0DWKHZV��������������2ZHQ���������G� ,QIRUPDWLRQ� HFRQRPLFV�DJHQF\� WKHRULHV� VHH� DFFRXQWLQJ� LQIRUPDWLRQ� DV� D� W\SH� RI�µRUJDQL]DWLRQDO�UHVRXUFH¶�RU�FRPPRGLW\��ZKLFK�LV�GHPDQGHG�DQG�VXSSOLHG�LQ�PXFK�WKH�VDPH�ZD\�DV� WUDGLWLRQDO�HFRQRPLF�JRRGV�DQG�VHUYLFHV� �/DXJKOLQ�DQG�*UD\��������� ,Q� WKLV�FRQWH[W��ILQDQFLDO� DFFRXQWLQJ� LQIRUPDWLRQ� WDNHV� RQ� DQ� µH[FKDQJH¶� IXQFWLRQ� LQ� WKDW�� DV� D� WUDGHDEOH�FRPPRGLW\��WKH�QDWXUH�DQG�DPRXQW�RI�WKDW�LQIRUPDWLRQ�LV�QHJRWLDWHG�EHWZHHQ�D�ZLOOLQJ�EX\HU�DQG�D ZLOOLQJ�VHOOHU�LQ�WKH�PDUNHW�SODFH�MXVW�OLNH�WKH�WUDGLWLRQDO�FRPPRGLWLHV�RI�FRIIHH��WHD�DQG�FRUQ�� 7KH� XQGHUO\LQJ� YDOXHV� RI� VXFK� DQ� DSSURDFK� UHIOHFW� D� VWURQJ� EHOLHI� LQ� WKH� IUHH�PDUNHW�V\VWHP��$GDP�6PLWK¶V� µLQYLVLEOH�KDQG¶��� DV� IRXQG� LQ�VRPH�RI� WKH�PRUH�UDGLFDO� µULJKW�ZLQJ¶�WKHRULVWV� LQ� HFRQRPLFV� �IRU� H[DPSOH�� )ULHGPDQ�� ������ ������ZKR� DGRSW� D� OLEHUDO� HFRQRPLF�GHPRFUDF\� SKLORVRSK\�� 8QGHU� WKLV� SKLORVRSK\�� ZKLFK� HVSRXVHV� D� VWURQJ� EHOLHI� LQ� WKH�GLVFLSOLQHV�DQG�VHOI�UHJXODWRU\�IRUFHV�RI�WKH�µPDUNHW¶��HPSKDVLV�LV SODFHG�RQ�PLQLPL]LQJ�OHJDO�DQG�SROLWLFDO�LQWHUIHUHQFH��µUHG�WDSH¶��LQ�WKH�DFWLYLWLHV�RI�EXVLQHVV��+HQFH��PDQGDWRU\�&65��WR�WKH�H[WHQW�WKDW�LW�GRHV�QRW�VHUYH�WKH�HFRQRPLF�REMHFWLYHV�RI�ZHDOWK�PD[LPLVDWLRQ��LV�YLHZHG�DV�D�µQXLVDQFH¶�EHFDXVH�LW�LQWHUIHUHV�ZLWK�OLEHUW\��VHH��IRU�H[DPSOH��%HQVWRQ����������7KLV�VXSSO\�GHPDQG�PRGHO�RI�DFFRXQWLQJ�LV�DQ�H[WHQVLRQ�RI�WKH�EDVLF�QHR�FODVVLFDO�HFRQRPLF�PRGHO�RI�JRRGV�DQG�VHUYLFHV��7KXV��WKH�µSULFH¶�WKDW�VRPHRQH�LV�ZLOOLQJ�WR�SD\�IRU�DFFRXQWLQJ�LQIRUPDWLRQ� �WKH� EX\HU�� W\SLFDOO\� LQYHVWRUV�� ZLOO� GHSHQG� RQ� VXSSO\� DQG� GHPDQG�FRQVLGHUDWLRQV�� VXFK� DV� WKH� SURGXFWLRQ� FRVWV�� WUDQVDFWLRQ� FRVWV�� RSSRUWXQLW\� FRVWV�� WKH�DYDLODELOLW\�RI�FRPSOHPHQWDU\�JRRGV�RU�VXEVWLWXWHV��WKH�DFWRUV¶�XWLOLW\�IXQFWLRQV��VFDUFLW\��HWF��,Q�WKLV�FRQWH[W� LQIRUPDWLRQ�HFRQRPLFV�WKHRULHV�SULYLOHJH�µWKH�HFRQRPLF¶�RYHU�DOO�RWKHU�IRUPV�RI�FDSLWDO��VXFK�DV�VRFLDO��KXPDQ�RU�HQYLURQPHQWDO��0RUHRYHU��WKLV�YLHZ�RI�WKH�VRFLDO�ZRUOG�LV�GRPLQDWHG�E\�D�FRQFHUQ�ZLWK�HFRQRPLF�ZHDOWK�DQG�HFRQRPLF�ZHDOWK�FUHDWLRQ��DQG�RI�VHUYLQJ�WKRVH�ZKR�DUH�SUHVXPHG�WR�µFUHDWH¶�ZHDOWK����,Q�HVVHQFH��WKH�YDOXH�RI�LQIRUPDWLRQ�LV�YLHZHG�LQ�WKH�FRQWH[W�RI�HFRQRPLF�FKRLFH��L�H��LQ�WHUPV�RI�D�FRVW�EHQHILW�FRQVLGHUDWLRQ�DV�VHW�ZLWKLQ�WKH�IRUPDO� VWUXFWXUH� RI� HFRQRPLF� WKHRU\� �VHH�� IRU� H[DPSOH��%HDYHU�� ������%HDYHU� DQG�'HPVNL���������,Q� WKH�FRQWH[W�RI�H[WHUQDO�ILQDQFLDO�DFFRXQWLQJ�DQG�UHSRUWLQJ��DFFRXQWLQJ�LQIRUPDWLRQ�LV�WKXV�HYDOXDWHG�LQ�WHUPV�RI�LWV�DELOLW\�WR�LPSURYH�WKH�TXDOLW\�RI�WKH�RSWLPDO�FKRLFH�LQ�D�EDVLF�FKRLFH�SUREOHP��%HONDRXL���������6HW ZLWKLQ�WKLV�FRQWH[W��LW�LV�DVVXPHG�WKDW�LI�LQYHVWRUV�ZDQW�FHUWDLQ�LQIRUPDWLRQ��VXFK�DV� WKDW�UHODWLQJ�WR�VRFLDO�RU�HQYLURQPHQWDO� LVVXHV�� WKH�VXSSOLHU��WKH�RUJDQL]DWLRQ��ZLOO�SURYLGH�LW��VHH��IRU�H[DPSOH��LQ�WKH�FRQWH[W�RI�&65��(SVWHLQ�DQG�)UHHGPDQ�������� LI� WKH� SULFH� LV� ULJKW�� :KHUHDV� XQGHU� WKH� GHFLVLRQ� XVHIXOQHVV� PRGHO�� LQIRUPDWLRQ� LV�SURYLGHG�RQ�WKH�EDVLV�RI�WKH�QHHGV�RI�WKH�LQYHVWRU��XQGHU�WKH�LQIRUPDWLRQ�HFRQRPLFV�DSSURDFK�DFFRXQWLQJ� LQIRUPDWLRQ� LV� QHJRWLDWHG� EHWZHHQ� EX\HU� DQG� VHOOHU�� WKH� XQGHUO\LQJ� DVVXPSWLRQ�EHLQJ�WKDW�VXFK�EDUJDLQLQJ�LV�EHVW�GRQH�LQ�µWKH�PDUNHW�SODFH¶�RQ�WKH�EDVLV�RI�UDWLRQDO�HFRQRPLF�FKRLFH����+HQFH��XQGHU�WKH�µLQIRUPDWLRQ�HFRQRPLFV¶�DUJXPHQW��&65�LV�YLHZHG�DV�D�UHVSRQVH�
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WR� WKH� LQIRUPDWLRQ� QHHGV� RI� LQYHVWRUV� ZKHUH� VRFLDO� GLVFORVXUHV� DUH� DVVXPHG� WR� KDYH�µLQIRUPDWLRQ�FRQWHQW¶� �VHH�6HFWLRQ������&KDSWHU�����:KLOVW�µLQIRUPDWLRQ�HFRQRPLFV¶� WKHRULHV�DUH� QRUPDWLYH�� LQ� WKDW� WKH\� SUHVFULEH� D� EDVLV� IRU� HYDOXDWLQJ� LQIRUPDWLRQ� LQ� WKH� FRQWH[W� RI�UDWLRQDO� HFRQRPLF� FKRLFH�� WKH� XQGHUO\LQJ� DVVXPSWLRQV� ZLWKLQ� WKLV� PRGHO� KDYH� OHG� RWKHU�UHVHDUFKHUV� WR� GHYHORS� µGHVFULSWLYH¶� DFFRXQWLQJ� WKHRULHV� IRU� SUHGLFWLQJ� DQG� H[SODLQLQJ�PDQDJHPHQW� EHKDYLRXU� SDWWHUQV� DVVRFLDWHG� ZLWK� DFFRXQWLQJ� FKRLFH� LQ� WKH� FRQWH[W� RI� WKH�µSULQFLSDO�DJHQW¶�UHODWLRQVKLS��,Q�WKH�ODWWHU�FRQWH[W��PDQDJHPHQW¶V�VHOI�LQWHUHVWHG�EHKDYLRXU�LV�DUJXHG�WR�LQIOXHQFH�WKH�XVH�RI�DFFRXQWLQJ�DQG�RWKHU�LQIRUPDWLRQ��VHH��IRU�H[DPSOH��7KRUQWRQ�������� ������� ,Q� WXUQ�� WKLV�KDV� OHG� WR� WKH�XVH�RI� HFRQRPLF� DJHQF\� WKHRU\� LQ�H[SODLQLQJ�&65��VHH�� IRU� H[DPSOH�� %HONDRXL� DQG� .DUSLN�� ������ 1HVV� DQG�0LU]D�� ������ 6KDQH� DQG� 6SLFHU���������7KHVH�VWXGLHV�DUH�UHYLHZHG�LQ�PRUH�GHWDLO�LQ�&KDSWHU���$OWKRXJK� WKLV� EULHI� RYHUYLHZ� RI� FRQYHQWLRQDO� DFFRXQWLQJ� WKHRULHV� LV� QHFHVVDULO\� VLPSOLVWLF��HDFK� RI� WKH� IRXU� JURXSV� RI� WKHRULHV� GHVFULEHG� DERYH� FDQ� EH� OLQNHG� WR� &65� LQ� RQH� ZD\� RU�DQRWKHU� �VHH�� IRU� H[DPSOH�� *UD\� HW� DO��� ������� +RZHYHU�� JLYHQ� WKDW� WKH� SUHVHQW� VWXG\� LV�FRQFHUQHG�ZLWK�GHVFULSWLYH�WKHRULHV��DV�RSSRVHG�WR�QRUPDWLYH��L�H��SUHVFULSWLYH��WKHRULHV��LW�LV�RQO\�LQIRUPDWLRQ�HFRQRPLFV�DJHQF\�WKHRU\�ZKLFK�VHHPV�WR�RIIHU�SRVVLEOH�GHVFULSWLYH�PRGHOV�IRU� PDQDJHULDO� EHKDYLRXU� LQ� UHODWLRQ� WR� &65� �VHH� &KDSWHU� ���� 1HYHUWKHOHVV�� WKHVH� WKHRULHV�RIIHU� YHU\� OLWWOH� LQ� WKH�ZD\�RI� µDFFRXQWLQJ� IRU� WKH�HQYLURQPHQW¶� �VHH�&KDSWHU�������:LWK� WKH�EHQHILW� RI� WKH� DQDO\VLV� SURYLGHG� DERYH�� LW� LV� SRVVLEOH� WR� XQGHUVWDQG� ZK\�� (VVHQWLDOO\��PDLQVWUHDP�DFFRXQWLQJ�WKHRU\�DQG�SUDFWLFH�DFFRUGV�ZLWK�%XUUHOO�DQG�0RUJDQ¶V�GHSLFWLRQ�RI�D�VRFLDO�ZRUOG�YLHZ�WKDW�LV�KLJKO\�SUDJPDWLF�LQ�RULHQWDWLRQ��SUREOHP�RULHQWDWHG�LQ�DSSURDFK�DQG�FRQFHUQHG�ZLWK�WKH�HIIHFWLYH�UHJXODWLRQ�DQG�FRQWURO�RI� WKH�VWDWXV�TXR��+HQFH��DOWKRXJK�WKHUH�DUH� UHIHUHQFHV� WR� FRQIOLFWLQJ� LQWHUHVW� JURXSV� �H�J�� SULQFLSDO� DQG� DJHQW��� VXFK� FRQIOLFWV� DUH�GHILQHG� DV�EHLQJ� µUDWLRQDO¶� �DQG� WKXV� µKHDOWK\¶�� LQ� WHUPV�RI�HDFK�SDUW\¶V�HFRQRPLF LQWHUHVWV��UDWKHU� WKDQ� LQ� WHUPV� RI� DQ\� VWUXFWXUDO�� VRFLR�SROLWLFDO� FRQWUDGLFWLRQV�ZLWKLQ� WKH� V\VWHP� DV� D�ZKROH��:LWKLQ�WKLV�ZRUOG�YLHZ��DFFRXQWLQJ�SKHQRPHQD�DUH�SHUFHLYHG�DV�FRQFUHWH��UHDO�ZRUOG�REMHFWV� SRVVHVVLQJ� UHJXODULWLHV� DQG� FDXVDO� UHODWLRQVKLSV� WKDW� PD\� EH� VXEMHFWHG� WR� VFLHQWLILF�H[SODQDWLRQ� DQG�SUHGLFWLRQ���� ,Q� WKH� DEVHQFH�RI� DQ\�REYLRXV�QHHG�RU�GHPDQG� IRU� VRFLDO� DQG�HQYLURQPHQWDO�LQIRUPDWLRQ�WRZDUGV�WKH�SULPDU\�VRFLDO�JRDO�RI�HFRQRPLF�ZHDOWK�FUHDWLRQ��&65�LV� OHIW� WR� µPDUNHW� IRUFHV¶�DQG� WKXV� VLPSO\� IDOOV�E\� WKH�ZD\VLGH��+RZHYHU�� VLQFH� WKH�����V�D�JURZLQJ� LQWHUHVW� LQ� HPSLULFDO� UHVHDUFK� LQ� XQGHUVWDQGLQJ� DQG H[SODLQLQJ�� UDWKHU� WKDQ� MXVW�SUHGLFWLQJ��WKH�QDWXUH�RI�DFFRXQWLQJ�ZLWKLQ�RUJDQL]DWLRQV�DQG�VRFLHW\�KDV�JHQHUDWHG�D�UDQJH�RI�GLIIHUHQW� µEHKDYLRXUDO¶� VFKRROV� RI� DFFRXQWLQJ� WKRXJKW��PXFK� RI�ZKLFK�KDV�EHHQ� µERUURZHG¶�IURP� VRFLDO� DQG� SROLWLFDO� WKHRULVWV� �/DXJKOLQ�� ������� 7KHVH� VRFLDO� DQG� SROLWLFDO� VFKRROV� RI�WKRXJKW�DUH�FRQVLGHUHG�EHORZ�LQ�H[SORULQJ�WKH�LQWHUSUHWLYH�DQG�UDGLFDO�SDUDGLJPV���
��� 7KH�LQWHUSUHWLYH�SDUDGLJP7KH� LQWHUSUHWLYLVW� DSSURDFK� WR�&65�UHVHDUFK�KDV�EHHQ�JDLQLQJ� LQFUHDVLQJ�DWWHQWLRQ� LQ� UHFHQW�\HDUV��VHH��IRU�H[DPSOH��'H\��������������'H\�HW�DO���������5RYLUD������� DV�DQ�DOWHUQDWLYH�WR�WKH� PRUH� WUDGLWLRQDO� SRVLWLYLVW� DSSURDFK�� :KHUHDV� WKH� SRVLWLYLVW� DSSURDFK� FODLPV� WKDW� LWV�PHWKRGV� ± L�H�� WKH� PHWKRGV� RI� WKH� QDWXUDO� VFLHQFHV�± DUH� WKH�RQO\ WUXH� VFLHQWLILF� RQHV�� WKH�LQWHUSUHWLYLVW�DSSURDFK�FRXQWHUFODLPV�E\�DUJXLQJ�WKDW�WKH�VWXG\�RI�SHRSOH�DQG�WKHLU�LQVWLWXWLRQV�FDOOV�IRU�UHVHDUFK�PHWKRGV�WKDW�DUH�UDGLFDOO\�GLIIHUHQW�IURP�DQG�DOWRJHWKHU�IRUHLJQ�WR�WKRVH�RI�WKH�QDWXUDO�VFLHQFHV��6FKXW]���������+DEHUPDV���������IRU�H[DPSOH��DUJXHV�WKDW�SHRSOH�FDQQRW�EH� WUHDWHG� DV� QDWXUDO� VFLHQWLILF� REMHFWV� EHFDXVH� WKH\� DUH� VHOI�LQWHUSUHWLYH� EHLQJV� WKDW� FUHDWH�
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LQVWLWXWLRQDO�VWUXFWXUHV�DURXQG�WKHP��+HQFH��WKH�LQWHUSUHWLYLVW�DSSURDFK�WDNHV�WKH�SRVLWLRQ�WKDW�SHRSOH�� DQG� WKH� SK\VLFDO� DQG� VRFLDO� DUWLIDFWV� WKDW� WKH\� FUHDWH�� LQFOXGLQJ� DOO� IRUPV� RI�HFRQRPLFV�� DFFRXQWLQJ�� PDQDJHPHQW� DQG� FRQWURO�� DUH� IXQGDPHQWDOO\� GLIIHUHQW� IURP� WKH�SK\VLFDO� UHDOLW\� H[DPLQHG� E\� QDWXUDO� VFLHQWLVWV� �/HH�� ������� 7KH� PDLQ� PHWD�WKHRUHWLFDO�GLIIHUHQFHV�EHWZHHQ�WKH�LQWHUSUHWLYH�DQG�IXQFWLRQDOLVW�SDUDGLJPV�DUH�VXPPDULVHG�LQ�7DEOH�����
7DEOH����'RPLQDQW�PHWD�WKHRUHWLFDO�DVVXPSWLRQV� IXQFWLRQDOLVW�DQG�LQWHUSUHWLYH�SDUDGLJPV0HWD�WKHRUHWLFDO�$VVXPSWLRQV )XQFWLRQDOLVW�3DUDGLJP ,QWHUSUHWLYH�3DUDGLJP
%HOLHIV�DERXW�NQRZOHGJH 7KHRU\�VHSDUDWH�IURP�REVHUYDWLRQV��+\SRWKHWLFR�GHGXFWLYH�DFFRXQW�RI�VFLHQWLILF�DVVHUWLRQV�DFFHSWHG
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7KHRU\�VHHNV�RQO\�WR�H[SODLQ�DFWLRQ�DQG�WR�XQGHUVWDQG�KRZ�VRFLDO�RUGHU�LV�SURGXFHG�DQG�UHSURGXFHG�6RXUFH��&KXD�������&ULWLFV�RI�WKH�DSSOLFDWLRQ�RI�SRVLWLYLVW�PHWKRGRORJ\�WR�WKH�VRFLDO�VFLHQFHV�EDVH�PXFK�RI�WKHLU�DUJXPHQW� RQ� ZKDW� LV� NQRZQ� DV� WKH� +HUPHQHXWLF� &LUFOH �GHULYHG� IURP� KHUPHQHXWLFV�� D�WKHRORJLFDO� WHUP� FRQFHUQLQJ� WKH� VSLULWXDO� WUXWK� RI� UHOLJLRXV� ZULWLQJV�� ZKLFK� WUDQVSRUWHG�KHUPHQHXWLFV�LQWR�WKH�LQWHUSUHWDWLRQ�RI�LQWHQWLRQDO�KXPDQ�EHKDYLRXU��ODQJXDJH�DQG�LQVWLWXWLRQV��5\DQ� HW� DO��� �������� +DEHUPDV� �������� DPRQJVW� RWKHUV�� DUJXHV� WKDW� WKH� SUREOHP� RI� WKH�+HUPHQHXWLF�&LUFOH�DULVHV�SDUWLFXODUO\�LQ�WKH�VRFLDO�VFLHQFHV�EXW�LV�PXFK�OHVV�RI�DQ�LVVXH�LQ�WKH�QDWXUDO� VFLHQFHV�� (VVHQWLDOO\�� LQ� WKH� QDWXUDO� ZRUOG� WKH� REVHUYHG� ZRUOG� PD\� EH� YLHZHG� DV�µREMHFWLYH¶�� ,QWHUSOD\� EHWZHHQ� WKH� ZRUOG� RI� REVHUYHG� UHDOLW\� �WKH� REMHFWLYH� ZRUOG�� DQG� WKH�ZRUOG�RI�PHDQLQJ��WKH�VXEMHFWLYH�ZRUOG��LV�VDLG�WR�WDNH�SODFH�RQO\ LQ�UHODWLRQ�WR�WKH�REVHUYHU�RI� µUHDOLW\¶� QRW� WKH� REVHUYHG� UHDOLW\� LWVHOI�� +RZHYHU�� LQ� WKH� FDVH� RI� WKH� VRFLDO� ZRUOG�� WKLV�LQWHUSOD\�LV�WZR�VLGHG��+XPDQ�EHOLHIV�DQG�YDOXHV�QRW�RQO\�IRUP�SDUW�RI�WKH�ZRUOG�RI�PHDQLQJ��WKH�VXEMHFWLYH�ZRUOG��EXW�DUH�DOVR�SUHVHQW�LQ�WKH�UHDOLW\�EHLQJ�REVHUYHG��WKH�REMHFWLYH�ZRUOG��LQ�UHODWLRQ�WR�KXPDQ�DFWLRQ��L�H��EHKDYLRXU���ZKLFK�LV�REVHUYDEOH��$FFRUGLQJ�WR�6FKXW]���������IRU� H[DPSOH�� XQOLNH� DWRPV�� PROHFXOHV�� DQG� HOHFWURQV�� SHRSOH� FUHDWH� DQG� DWWDFK� WKHLU� RZQ�
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PHDQLQJV� WR� WKH� ZRUOG� DURXQG� WKHP� DQG� WR� WKH� EHKDYLRXU� WKDW� WKH\� PDQLIHVW� LQ� WKH� ZRUOG�DURXQG�WKHP��,Q�RWKHU�ZRUGV��³«�WKH�VDPH�SK\VLFDO�DUWLIDFW��WKH�VDPH�LQVWLWXWLRQ��RU�WKH�VDPH�KXPDQ�DFWLRQ�� FDQ�KDYH�GLIIHUHQW�PHDQLQJV� IRU�GLIIHUHQW�KXPDQ�VXEMHFWV��DV�ZHOO�DV� IRU� WKH�REVHUYLQJ�VRFLDO�VFLHQWLVW´��/HH�������S������HPSKDVLV�DGGHG���&ULWLFDO�VRFLDO� WKHRULVWV�VXFK�DV�+DEHUPDV�DUJXH�WKDW�WKH�GLVWLQFWLRQ�EHWZHHQ�µIDFWV¶�DQG�µYDOXHV¶�LV�XQWHQDEOH�LQ�WKH�VRFLDO�VFLHQFHV�JLYHQ�WKDW�VRFLHW\�LV�LWVHOI�D�UHIOHFWLRQ�RI��SXUSRVLYH��KXPDQ�EHKDYLRXU��5DWKHU��IDFWV�DQG� YDOXHV� DUH� VHHQ� DV� LQH[WULFDEO\� LQWHUWZLQHG� �6FKUHXGHU�� ������� VXFK� WKDW� LPSDVVLYH�REVHUYDWLRQ�LV�VLPSO\�QRW�SRVVLEOH��+DEHUPDV��������������$Q� REYLRXV� SUREOHP�ZLWK� KHUPHQHXWLF� DQDO\VLV� LV� KRZ� WR� YDOLGDWH� LQWHUSUHWDWLRQ� RI� KXPDQ�DFWLRQ�JLYHQ� WKDW� RQH� LQWHUSUHWDWLRQ�RI� WKH�PHDQLQJ�RI� DQ�DFWLRQ� LV�DV�JRRG�DV�DQRWKHU��7KH�VROXWLRQ� RIIHUHG� LV� WKH� µ+HUPHQHXWLF� &LUFOH¶�ZKLFK� HPSKDVL]HV� WKH� QHHG� WR� XQGHUVWDQG� WKH�SDUW�LQ�WHUPV�RI�WKH�ZKROH�DQG�WKH�ZKROH�LQ�WHUPV�RI�WKH�SDUW��$EHUFURPELH�HW�DO����������,Q�RWKHU�ZRUGV��WKH�VRFLDO�DQDO\VW�VHHNV�WR�LQWHUSUHW�PDQLIHVWDWLRQV�RI�KXPDQ�DFWLRQ�E\�WU\LQJ�WR�XQGHUVWDQG�WKH�µZRUOG�YLHZ¶�SHUVSHFWLYH�ZLWKLQ�ZKLFK�WKDW�DFWLRQ�WDNHV�SODFH��+RZHYHU��WKHUH�FDQ� QHYHU� EH� D� FRPSOHWHO\� µFRUUHFW¶ RU� µWUXH¶� XQGHUVWDQGLQJ� RI� KXPDQ� DFWLRQ� DQG� WKXV� DOO�LQWHUSUHWDWLRQV� DUH� DOZD\V� WHQWDWLYH� DQG� VXEMHFW� WR� UHYLVLRQ� LQ� WKH� KHUPHQHXWLF� FLUFOH��$EHUFURPELH� HW� DO��� ������� $V� VXFK�� FRQWUDU\� WR� SUHYDLOLQJ� DVVXPSWLRQV� XQGHU� µQRUPDO�VFLHQFH¶�� WKH� LQWHUSUHWLYLVW� DSSURDFK� GHQLHV� WKH� H[LVWHQFH� RI� D� VLQJOH�� REMHFWLYH� UHDOLW\� EXW�UDWKHU� SHUFHLYHV� UHDOLW\� DV� D� UHVXOW� RI� KXPDQ� FRQVWUXFWLRQ�� JLYLQJ� ULVH� WR� WKH� H[LVWHQFH� RI�PXOWLSOH� UHDOLWLHV� ZKLFK� GLYHUJH� DZD\� IURP� HDFK� RWKHU� UDWKHU� WKDQ� FRQYHUJH� LQWR� D� VLQJOH�UHDOLW\� �(UODQGVRQ� HW� DO��� �������� ,Q� WKH� FRQWH[W� RI� RUJDQL]DWLRQV�� IRU� H[DPSOH�� WKH�LQWHUSUHWLYLVW� DSSURDFK� KDV� KLJKOLJKWHG� WKH� GLIIHUHQW� UHDOLWLHV� ZKLFK� DUH� FRQVWUXFWHG� E\� WKH�YDULRXV� JURXSV� DQG� LQGLYLGXDOV� ZKLFK� PDNH� XS� WKH� RUJDQL]DWLRQ� DQG� ZKLFK� IRUP� WKH�ERXQGDULHV� RI� WKHLU� UHVSHFWLYH� XQGHUVWDQGLQJ� RI� WKH� RUJDQL]DWLRQ� DQG� ZKLFK� SURYLGH� WKH�IUDPHZRUN�IRU�WKH�ZD\�WKH\�EHKDYH�LQ�LW��5HVHDUFKHUV�ZRUNLQJ�ZLWKLQ�WKH�LQWHUSUHWLYH�SDUDGLJP�DUH�FKLHIO\�FRQFHUQHG�ZLWK�JDLQLQJ�DQ�XQGHUVWDQGLQJ RI�WKH�SURFHVVHV ZKLFK�WDNH�SODFH�ZLWKLQ�WKH�VRFLDO�ZRUOG�UDWKHU�WKDQ�IRFXVLQJ�PHFKDQLVWLFDOO\�RQ�H[SODQDWLRQ�RU�SUHGLFWLRQ��$V�VXFK��WKH\�WHQG�WR�KDYH�PRUH�V\PSDWK\�ZLWK�D�VXEMHFWLYLVW�DSSURDFK�WR�WKH�DQDO\VLV�RI�WKH�VRFLDO�ZRUOG��DOORZLQJ�GLIIHUHQW�UDWKHU�WKDQ�XQL�GLPHQVLRQDO�YLHZV RI�SKHQRPHQD�WR�HPHUJH�7KH� LQWHUSUHWLYH�SDUDGLJP�LV� LQIRUPHG�E\�D�FRQFHUQ�WR�XQGHUVWDQG�WKH�ZRUOG�DV�LW�LV��WR�XQGHUVWDQG�WKH�IXQGDPHQWDO�QDWXUH�RI�WKH�VRFLDO�ZRUOG�DW�WKH�OHYHO�RI�VXEMHFWLYH� H[SHULHQFH�� ,W� VHHNV� H[SODQDWLRQ� ZLWKLQ� WKH� UHDOP� RI� LQGLYLGXDO�FRQVFLRXVQHVV��%XUUHOO�DQG�0RUJDQ�������S�����7KLV� FRQFHUQ� ZLWK� XQGHUVWDQGLQJ� WKH� ZRUOG� DV� LW� LV� ZDV� KLJKOLJKWHG� E\�&KXD� ������� ZKR��GUDZLQJ�RQ�)H\���������VWDWHG�«� LQWHUSUHWLYH� NQRZOHGJH� UHYHDOV� WR� SHRSOH�ZKDW� WKH\� DQG� RWKHUV� DUH� GRLQJ�ZKHQ� WKH\�DFW� DQG� VSHDN�DV� WKH\�GR�� ,W�GRHV� VR�E\�KLJKOLJKWLQJ� WKH� V\PEROLF�VWUXFWXUHV� DQG� WDNHQ�IRU�JUDQWHG� WKHPHV� ZKLFK� SDWWHUQ� WKH� ZRUOG� LQ� GLVWLQFW�ZD\V�� ,QWHUSUHWLYH� VFLHQFH� GRHV� QRW� VHHN� WR� FRQWURO� HPSLULFDO� SKHQRPHQD�� LW�KDV�QR�WHFKQLFDO�DSSOLFDWLRQ��,QVWHDG��WKH�DLP�RI�WKH�LQWHUSUHWLYH�VFLHQWLVW�LV�WR�HQULFK� SHRSOH¶V� XQGHUVWDQGLQJ� RI� WKH� PHDQLQJV� RI� WKHLU� DFWLRQV�� WKXV�LQFUHDVLQJ�WKH�SRVVLELOLW\�RI�PXWXDO�FRPPXQLFDWLRQ�DQG�LQIOXHQFH��%\�VKRZLQJ�
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ZKDW� SHRSOH� DUH� GRLQJ�� LW� PDNHV� LW� SRVVLEOH� IRU� XV� WR� DSSUHKHQG� D� QHZ�ODQJXDJH�DQG�IRUP�RI�OLIH��S������:RUNLQJ�ZLWKLQ�WKLV�SDUDGLJP��VRFLDO�VFLHQWLVWV�VHHN�WR�JDLQ�D�VXEMHFWLYH�XQGHUVWDQGLQJ RI�WKH�HYHU\GD\�PHDQLQJV�DQG�WKH�HYHU\GD\�FRPPRQ�VHQVH�ZLWK�ZKLFK�KXPDQV�VHH�WKHPVHOYHV�DQG�WKH� ZRUOG� DURXQG� WKHP� �/HH�� �������� 7KLV LV� DFKLHYHG� WKURXJK� WKH� UHVHDUFKHU¶V� RZQ�LQWHUSUHWDWLRQ�RI� WKDW�VXEMHFWLYH�XQGHUVWDQGLQJ��DLGHG�E\�TXDOLWDWLYH�UHVHDUFK�PHWKRGV�� VXFK�DV� SKHQRPHQRORJ\�� KHUPHQHXWLFV�� HWKQRJUDSK\� DQG� SDUWLFLSDQW�REVHUYDWLRQ� �IRU� D� UHYLHZ�RI�WKHVH�PHWKRGV� VHH�� IRU� H[DPSOH� &KXD�� ������+RSSHU� DQG�3RZHOO�� �������$Q� LQWHUSUHWDWLYHXQGHUVWDQGLQJ WKXV�LQYROYHV�WKH�REVHUYDWLRQ�RI�DVSHFWV�UHDOLW\�DQG�LQWHUSUHWLQJ�WKDW�HPSLULFDO�UHDOLW\� LQ� WHUPV�RI� LWV�VXEMHFWLYH�PHDQLQJ� WR� WKH�REVHUYHG�KXPDQ�VXEMHFWV� �/HH���������7KLV�VXEMHFWLYH� XQGHUVWDQGLQJ� LV� FHQWUDO� WR� LQWHUSUHWLYH� DQDO\VLV�� GLFWDWLQJ� WKDW� VRFLDO� VFLHQWLVWV�DFFHSW� WKH� LQWHUVXEMHFWLYHO\�FUHDWHG�PHDQLQJV� DVFULEHG�E\�KXPDQV� WR� WKH� VRFLDO�ZRUOG�DV�DQ�LQWHJUDO�SDUW�RI�WKH�VXEMHFW�PDWWHU�XQGHU�LQYHVWLJDWLRQ���)URP� DQ� LQWHUSUHWLYH� SHUVSHFWLYH�� ³«� WKH� VRFLDO� VFLHQWLVW� PXVW� FROOHFW� IDFWV� DQG� GDWD�GHVFULELQJ� QRW� RQO\� SXUHO\� REMHFWLYH�� SXEOLFO\� REVHUYDEOH� DVSHFWV� RI� KXPDQ� EHKDYLRXU�� EXW�DOVR� WKH� VXEMHFWLYH� PHDQLQJ� WKLV� EHKDYLRXU� KDV� IRU� WKH� KXPDQ� VXEMHFWV� WKHPVHOYHV´� �/HH������� S������� ,Q� DQ� DFFRXQWLQJ� FRQWH[W�� IRU� H[DPSOH�� WKLV�ZRXOG� EH� UHIOHFWHG� LQ� D� IRFXV�RQ�XQGHUVWDQGLQJ� WKH� VXEMHFWLYH� H[SHULHQFH� RI� WKRVH� LQGLYLGXDOV� LQYROYHG� LQ� WKH� SUHSDUDWLRQ��FRPPXQLFDWLRQ� DQG� XVH� RI� DFFRXQWLQJ� �DQG� RWKHU�� LQIRUPDWLRQ�� &RQVHTXHQWO\�� UHVHDUFKHUV�ZRUNLQJ�LQ�WKLV�SDUDGLJP�IRFXV�RQ�LQWHUSUHWDWLRQ UDWKHU�WKDQ�µSUHGLFWLRQ¶�DQG�KHQFH�LW�LV�WKH�LQWXLWLYH� DQG� LQWHUSUHWLYH� VNLOOV� RI� WKH� UHVHDUFKHUV� ZKLFK� DUH� VHHQ� DV� LPSRUWDQW� LQ� VWXG\LQJ�RUJDQL]DWLRQV��/DXJKOLQ���������5HVHDUFKHUV�RSHUDWLQJ�ZLWKLQ�WKH�LQWHUSUHWLYH�SDUDGLJP�YLHZ�WKH�VRFLDO�ZRUOG�DV�DQ�³«�HPHUJHQW�VRFLDO�SURFHVV´��%XUUHOO�DQG�0RUJDQ�������S�����ZKLFK�LV�FUHDWHG�E\�WKH�LQGLYLGXDOV�WKHPVHOYHV�WKURXJK�D�SURFHVV�RI�VRFLDO�FRQVWUXFWLRQ��,Q�WKLV�VHQVH��DFFRXQWLQJ�DQG�HFRQRPLFV�DUH�VHHQ�DV�ERWK�VRFLDO�FRQVWUXFWHG�DQG�VRFLDO�FRQVWUXFWLQJ��KDYLQJ�QR�PHDQLQJ�RWKHU�WKDQ�WKH�PHDQLQJ�DVFULEHG�WR�LW�E\�KXPDQV��,Q�VKRUW�7KLV� SHUVSHFWLYH� GHQLHV� WKH� H[LVWHQFH� RI� D� VLQJOH�� REMHFWLYH�� FRQFUHWH� UHDOLW\��$OWKRXJK� HDFK� SDUWLFLSDQW� LQWHUSUHWV� WKH� RUJDQL]DWLRQDO� ZRUOG� LQ� WKHLU� RZQ�ZD\�� WKHUH� LV�D� VKDUHG��FUHDWHG�PHDQLQJ�ZKLFK� LV�FRQWLQXRXVO\�UH�QHJRWLDWHG�DQG�UH�DGDSWHG�E\�ZHEV�RI�UHODWLRQVKLSV �%XKU�������S������,QWHUSUHWLYLVW� VWXG\� RI� DFFRXQWLQJ� SUDFWLFH� UHMHFWV� WKH� WUDGLWLRQDO� YLHZ� RI� DFFRXQWDQWV� DQG�UHVHDUFKHUV� ZKR VHH� WKHPVHOYHV� DV� HQJDJHG� LQ� DQ� ³REMHFWLYH´�� ³YDOXH�IUHH´�� WHFKQLFDO�GLVFLSOLQH� UHSUHVHQWLQJ� UHDOLW\� ³DV� LV´� �0RUJDQ�� �������5DWKHU�� DFFRXQWDQWV� DUH�SHUFHLYHG� DV�EHLQJ�³«�HQPHVKHG� LQ�D�SURFHVV�RI�UHDOLW\�FRQVWUXFWLRQ��7KH\�JUDVS�DQG�DUWLFXODWH�FRPSOH[�UHDOLWLHV� LQ� SDUWLDO� ZD\V�� DQG� WKHVH� JUDVSLQJV� DQG� DUWLFXODWLRQV� KHOS� VXVWDLQ� WKH� UHDOLWLHV� DV�SHUFHLYHG´��0RUJDQ������S������RULJLQDO�HPSKDVLV���,Q�RWKHU�ZRUGV��DFFRXQWLQJ�LV�VHHQ�DV�D�PHWDSKRULFDO�HQWHUSULVH��ZLWK�DFFRXQWDQWV�WU\LQJ�WR�UHSUHVHQW�RUJDQL]DWLRQV�DQG�WKHLU�DFWLYLWLHV�LQ�WHUPV�RI�QXPEHUV�ZKLFK�VXFFHHGV�LQ�SURYLGLQJ�RQO\�D�SDUWLDO�DQG�LQFRPSOHWH�UHSUHVHQWDWLRQ�RI�UHDOLW\�WR�ZKLFK�WKH�DFFRXQWLQJ�QXPEHUV�UHODWH�7KH� LGHD� WKDW� DFFRXQWDQWV� UHSUHVHQW� UHDOLW\� ³DV� LV´� WKURXJK� WKH� PHDQV� RI�QXPEHUV� WKDW� DUH� REMHFWLYH� DQG� YDOXH� IUHH�� KDV� FORXGHG� WKH� PXFK� PRUH�LPSRUWDQW� LQVLJKW� WKDW� DFFRXQWDQWV� DUH� DOZD\V� HQJDJHG� LQ� LQWHUSUHWLQJ D�FRPSOH[�UHDOLW\��SDUWLDOO\��DQG� LQ�D�ZD\�WKDW� LV�KHDYLO\�ZHLJKWHG�LQ� IDYRXU�RI�ZKDW� WKH� DFFRXQWDQW� LV� DEOH WR� PHDVXUH� DQG� FKRRVHV WR� PHDVXUH�� WKURXJK�
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SDUWLFXODU�VFKHPHV�RI�DFFRXQWLQJ�WR�EH�DGRSWHG �0RUJDQ�������S������RULJLQDO�HPSKDVLV��7KH�LQWHUSUHWLVW�DUJXPHQW�EHLQJ�GHEDWHG�KHUH�LV�WKDW�RXU�XQGHUVWDQGLQJ�RI�RUJDQL]DWLRQV��DQG�WKH�KXPDQ�DJHQF\�DW�ZRUN�ZLWKLQ�WKHVH�RUJDQL]DWLRQV��LV DLGHG�E\�WKH�XVH�RI�PHWDSKRUV�ZKLFK�SURYLGH� QR� PRUH� WKDQ� SDUWLDO�� LQFRPSOHWH� LQVLJKWV� LQWR� WKH� KROLVWLF� ZKROH�� 7KHVH� GLIIHUHQW�PHWDSKRUV�� EH� WKH\� KLVWRULFDO�� VRFLDO�� HFRQRPLF�� UKHWRULFDO�� SROLWLFDO� RU� LGHRORJLFDO�� HDFK�SURYLGH�D�GLIIHUHQW�OHQV�WKURXJK�ZKLFK�WR�YLHZ��LVRODWHG�DQG�IRUFLEO\�VHSDUDWHG�DVSHFWV�RI�WKH�RUJDQL]DWLRQ��EXW�ZKLFK��LQHYLWDEO\�DQG�XQDYRLGDEO\��GLVWRUW�DQG�VTXHH]H�RXW�RWKHUV��0RUJDQ���������6LJQLILFDQWO\��WKH�OLPLWDWLRQV�LPSRVHG�E\�DQ\�RQH�SHUVSHFWLYH�DUH�VHHQ�DV�IXQGDPHQWDO�LQ� DQ� HSLVWHPRORJLFDO� VHQVH� LQ� UHODWLRQ� WR� WKH� FRQVWUXFWLRQ� RI� NQRZOHGJH�� VXFK� WKDW� RXU�XQGHUVWDQGLQJ� RI� WKH� ZRUOG� LV� DOZD\V� SDUWLDO�� ³2XU� ORW� DV� KXPDQ� EHLQJV� GHDOLQJ� ZLWK� D�FRPSOH[��PXOWL�GLPHQVLRQDO� DQG� SDUDGR[LFDO�ZRUOG�� LV� WKDW� RXU� NQRZOHGJH� FDQ� GR� QR�PRUH�WKDQ�FUHDWH�D�ZHDN�DQG� UDWKHU�XQL�GLPHQVLRQDO� UHSUHVHQWDWLRQ�RI� WKDW�ZRUOG´��0RUJDQ�������S������� $Q� HSLVWHPRORJ\�� VXFK� DV� SRVLWLYLVP�� IRU� H[DPSOH�� ZKLFK� UHVWULFWV� WKH� VWXG\� RI�SKHQRPHQD�WR�WKDW�ZKLFK�FDQ�EH�PHDVXUHG�� LV�VHHQ�E\�WKRVH�ZRUNLQJ�ZLWKLQ�WKH�LQWHUSUHWLYH�SDUDGLJP�DV�GHQ\LQJ�WKH�H[LVWHQFH�RI�RWKHU�DVSHFWV�RI�WKH�VDPH�FRPSOH[�UHDOLW\�ZKLFK�FDQQRW�EH� PHDVXUHG� EXW� ZKLFK� QRQHWKHOHVV� IRUP� SDUW� RI� WKH� KROLVWLF� ZKROH���� &RQVHTXHQWO\��UHVHDUFKHUV� ZRUNLQJ� ZLWKLQ� WKH� LQWHUSUHWLYH� SDUDGLJP� DUJXH� WKDW� WKH� PRGHOV� DQG� PHWKRGV�ERUURZHG�E\�DFFRXQWLQJ� UHVHDUFKHUV� IURP�WKH�QDWXUDO�VFLHQFHV��ZKLFK�XQGHUOLH� WKH�SRVLWLYLVW�WUDGLWLRQ�DQG�ZKLFK�FRQWLQXH�WR�GRPLQDWH�FRQWHPSRUDU\�DFFRXQWLQJ�UHVHDUFK��KDYH�ORQJ�EHHQ�UHFRJQL]HG� DV� HLWKHU� LQDSSURSULDWH� RU� GHILFLHQW� IRU� WKH� VWXG\�RI� VRFLDO� SKHQRPHQD� �0RUJDQ������D���7KH�FUX[�RI�WKH�DUJXPHQW�HPSOR\HG�E\�%XUUHOO�DQG�0RUJDQ��������DQG�0RUJDQ�DQG�6PLUFLFK� ������� LV� WKDW�GLIIHUHQW�RQWRORJLFDO�DVVXPSWLRQV� �L�H��SHUFHSWLRQV�RI� UHDOLW\�� IDYRXU�GLIIHUHQW�DSSURDFKHV�WR�WKH�VWXG\�RI�µUHDOLW\¶� 7KH�SRVLWLYLVW�WUDGLWLRQ��ZLWK�LWV�DVVXPSWLRQ�WKDW�DOO�VFLHQWLILF�NQRZOHGJH�PXVW�EH�SRVLWLYLVW�NQRZOHGJH��SURGXFHV�RQO\�RQH�NLQG�RI�NQRZOHGJH��ZKHUHDV� RWKHU� UHVHDUFK� PRGHOV� DQG� PHWKRGV� FDQ� EH� XVHG� WR� JHQHUDWH� RWKHU� NLQGV� RI�NQRZOHGJH� ZKLFK� DUH� DUJXHG� WR� EH� HTXDOO\� LPSRUWDQW� LQ� XQGHUVWDQGLQJ� KRZ� XVHUV� RI��DFFRXQWLQJ�� LQIRUPDWLRQ� FRQVWUXFW� DQG� LQWHUSUHW� UHDOLW\� �0RUJDQ�� ����D��� ,Q� WKH� VSHFLILF�FRQWH[W� RI� &65�� IRU� H[DPSOH�� LQWHUSUHWLYLVW� DWWHPSWV� WR� XQGHUVWDQG� KRZ� WKH� VRFLDO� ZRUOG�IXQFWLRQV�KDYH�PDGH�XVH�RI�QRQ�SRVLWLYLVWLF�PHWKRGV�RI� UHVHDUFK� WR� H[SORUH� IDFWRUV� VXFK�DV�RUJDQL]DWLRQDO� FXOWXUH�� WKH� LQIOXHQFH� RI� VRFLDO� SUHVVXUH� JURXSV� DQG� WKH� PHGLD� �VHH�� IRU�H[DPSOH��%XKU��������+DUYH\��������-RQHV��������2¶'RQRYDQ������D��2¶'Z\HU��������7LOW��������7KH� LQWHUSUHWLYH� SDUDGLJP� LV� DOVR� FRQFHUQHG� ZLWK� LVVXHV� RI� SOXUDOLVP� DQG� GHPRFUDF\��SDUWLFXODUO\� ZLWK� ZD\� WKH� LQ� ZKLFK� SRZHU� LV� GLVWULEXWHG� EHWZHHQ� WKH� YDULRXV� IDFWLRQV� LQ�VRFLHW\��,Q� WKH�FRQWH[W�RI�&65��WKH�UHFRJQLWLRQ�RI�VRFLHW\�DV�SOXUDOLVW� LV�D�NH\�LVVXH�EHFDXVH�WKLV� RSHQV� WKH� ZD\� WR� UHFRJQLVLQJ� D� SOXUDOLVWLF� VHW� RI� XVHUV�� RU� VWDNHKROGHUV�� 8QOLNH� D�IXQFWLRQDOLVW�DSSURDFK��ZKLFK�ZRXOG�VHH�VXFK�ULJKWV�DQG�QHHGV�LQ�WHUPV�RI�WKH�SULPDU\�JRDO�RI�WKH� H[LVWLQJ� VRFLDO� V\VWHP� DV� D� ZKROH� �L�H�� HFRQRPLF� ZHDOWK� DFFXPXODWLRQ��RU� DV� SDUW� RI� D�UDWLRQDO�HFRQRPLF�SURFHVV��WKH�LQWHUSUHWLYH�DSSURDFK�VHHNV�WR�XQGHUVWDQG�WKH�ZDQWV�DQG�QHHGV�RI�HDFK�VWDNHKROGHU�JURXS�DQG� WKH�H[WHQW� WR�ZKLFK�WKRVH�QHHGV�DQG�ZDQWV�DUH�EHLQJ�PHW��RU�QRW� PHW�� DV� WKH� FDVH� PD\� EH�� E\� WKH� SUHVHQW� V\VWHP���� $OWKRXJK� QRW� VHHNLQJ� WR� UDGLFDOO\�FKDQJH�WKH�SUHVHQW�VRFLDO�V\VWHP��DQ�LQWHUSUHWLYH�DSSURDFK�IDYRXUV�DGDSWDWLRQV�WR�WKH�V\VWHP�RQ� LVVXHV�VXFK�DV�VRFLDO�UHVSRQVLELOLW\��DFFRXQWDELOLW\��VRFLDO� MXVWLFH�DQG�GHPRFUDF\�LQ�RUGHU�WKDW� LW� VKRXOG�PRUH� IDLUO\� VHUYH� WKH�ULJKWV�� QHHGV� DQG�ZDQWV� RI� WKH� YDULRXV� DFWRUV�ZLWKLQ� D�
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SOXUDOLVW� VRFLHW\�� ,Q� DQ� RUJDQL]DWLRQ�VRFLHW\� FRQWH[W�� WKLV� KDV� OHG� WR� GHYHORSPHQWV� LQ� WKH�µHYROXWLRQ� ZLWKRXW� UHYROXWLRQ¶� SHUVSHFWLYH� WR� &65HVS� DQG� &65� �*UD\�HW� DO��� ������ �������6XFK� D� SHUVSHFWLYH� QHLWKHU� UHMHFWV� QRU� UHLQIRUFHV� WKH� VWDWXV� TXR�� EXW� VHHNV� WR� LQFUHDVH� RXU�XQGHUVWDQGLQJ� RI� VRFLDO� DQG� HQYLURQPHQWDO� DFFRXQWLQJ�� /DXJKOLQ� ������� UHIHUV� WR� VRFLDO�UHVSRQVLELOLW\� UHVHDUFKHUV�ZRUNLQJ�ZLWKLQ� WKLV�SHUVSHFWLYH�DV�DGRSWLQJ�D� VWUDWHJLF�DWWLWXGH� WR�FKDQJH�E\�EHLQJ�³«�RSHQ�WR�PDLQWDLQLQJ�FHUWDLQ�DVSHFWV�RI�FXUUHQW�IXQFWLRQLQJ�EXW�DOVR�RSHQ�WR� FKDOOHQJLQJ� WKH� VWDWXV� TXR´� �S������ 7KXV�� VXFK� UHVHDUFKHUV� DFFHSW� WKH� EDVLF�LQVWLWXWLRQDOVWUXFWXUHV� �L�H�� WKH�FDSLWDOLVW� VWUXFWXUHV�� LQ� WKHLU� H[LVWLQJ� IRUP�DQG� OHDYH� WKHP�XQFKDOOHQJHG��7KLV�GRHV�QRW�PHDQ�WKH\�GR�QRW�VHHN�FKDQJH��WKH\�GR��EXW�WKH�HVVHQWLDO�QDWXUH�RI�WKDW�FKDQJH�LV�µJHQWOH¶��*UD\��������UDWKHU�WKDQ�UDGLFDO��VHH��IRU�H[DPSOH��%HEELQJWRQ�HW�DO���������*UD\�������� ������2ZHQ�� ������2ZHQ� DQG�6ZLIW�� ������2ZHQ� HW� DO��� ������6ZLIW�� �������:LWKLQ�DFFRXQWDQF\��D�QXPEHU�RI� WKHRULHV�KDYH�EHHQ�HPSOR\HG�LQ�WKH�LQWHUSUHWLYH�WUDGLWLRQ��HDFK�RI�ZKLFK� RIIHUV� D� GLIIHUHQW� OHQV� WKURXJK� ZKLFK� WR� YLHZ� &65�� 7ZR� RI� WKHVH�� PDQDJHULDO�VWDNHKROGHU� WKHRU\� �067�� DQG� RUJDQL]DWLRQDO OHJLWLPDF\� WKHRU\� �2/7��� KDYH� EHHQ� XVHG� E\�DFFRXQWLQJ� UHVHDUFKHUV� LQ� HPSLULFDO� VWXGLHV� RI� WKH� EHKDYLRXU� RI� PDQDJHPHQW� IURP� DQ�LQWHUSUHWLYLVW�SHUVSHFWLYH� �DOEHLW�QRW� LQ�D�PRQRSROLVWLF�VHQVH�± VHH�6HFWLRQ�����EHORZ���%RWK�WKHRULHV� DUH� VXJJHVWHG� DV� EHLQJ� XVHIXO� KHXULVWLFV� LQ� VHHNLQJ� WR� H[SODLQ� DQG� H[SORUH� &65�SUDFWLFH�DQG�KHQFH�ZHUH�VHOHFWHG�IRU�XVH�LQ�WKH�SUHVHQW�VWXG\��7KHVH�WZR�WKHRULHV�DUH�H[SORUHG�LQ�PRUH�GHWDLO�&KDSWHUV���DQG����UHVSHFWLYHO\�
��� 7KH�UDGLFDO�SDUDGLJPV7KHRULHV� ZKLFK� VLW� ZLWKLQ� WKH� UDGLFDO� KXPDQLVW� DQG� UDGLFDO� VWUXFWXUDOLVW� SDUDGLJPV� LQ� WKH�%XUUHOO� DQG� 0RUJDQ� W\SRORJ\� �VHH� )LJXUH� ���� DERYH�� IDOO� RXWVLGH� WKH� VFRSH� RI� WKH� PDLQ�HPSLULFDO� SDUW� RI� WKH� SUHVHQW� VWXG\��+RZHYHU�� DV� QRWHG� SUHYLRXVO\�� DQ� DQDO\VLV� RI� WUHQGV� LQ�&('�RYHU�WLPH��VHH�&KDSWHU�����SURYLGHG�WKH�RSSRUWXQLW\�WR�H[SORUH�WKHVH�WUHQGV�WKURXJK�WKH�OHQV�RI�SROLWLFDO�HFRQRP\�RI�DFFRXQWLQJ�WKHRU\��3($7���*LYHQ�WKDW�WKH�ODWWHU�IDOOV�ZLWKLQ�WKH�UDGLFDO� VWUXFWXUDOLVW� SDUDGLJP�� LW� LV� DSSRVLWH� WR� PDNH� D� EULHI� PHQWLRQ� RI� WKH� WZR� UDGLFDO�SDUDGLJPV�KHUH��7KH�LQWHOOHFWXDO�RULJLQV�RI�WKH�WZR�UDGLFDO�WUDGLWLRQV�FDQ�EH�WUDFHG�EDFN�WR�WKH�*HUPDQ� LGHDOLVW� WUDGLWLRQ�� HVSHFLDOO\� ,PPDQXHO� .DQW¶V� ZULWLQJV� �µWUDQVFHQGHQWDO� LGHDOLVP¶��DQG�WKH�ZRUN�RI�)ULHGULFK�+HJHO�DQG��WKH�\RXQJ��.DUO�0DU[��'HYHORSPHQWV�LQ�WKLV�ILHOG�KDYH�DOVR�EHHQ�LQIOXHQFHG�E\�WKH�)UDQNIXUW�6FKRRO�� DQG�WKH�H[LVWHQWLDOLVW�SKLORVRSK\�RI�-HDQ�3DXO�6DUWUH�� 7KH� ZRUG� µUDGLFDO¶� LV� XVHG� LQ� ERWK� FDVHV� WR� V\PEROLVH� WKH� IDFW� WKDW� LQGLYLGXDOV�RSHUDWLQJ� IURP� ZLWKLQ� WKHVH� WZR� SDUDGLJPV� HVVHQWLDOO\� UHMHFW� WKH� SUHVHQW� VRFLDO� RUGHU� DQG�DUJXH�IRU�IXQGDPHQWDO FKDQJH�7KH� SULPDU\� FRQFHUQ� RI� DOO� FULWLFDO� WKHRULVWV� ZDV�� DQG� VWLOO� LV�� ZLWK� DQ�KLVWRULFDOO\� JURXQGHG� VRFLDO� WKHRU\� RI� WKH� ZD\� VRFLHWLHV� DQG� WKH� LQVWLWXWLRQV�ZKLFK�PDNH�WKHP�XS��KDYH�HPHUJHG�DQG�FDQ�EH XQGHUVWRRG��,QWHUSUHWDWLRQ�LV�QHYHU� IRU� LWV� RZQ� VDNH� EXW� IRUPV�SDUW� RI� WKH� LPSRUWDQW�XQGHUVWDQGLQJ�ZKLFK�FDQ�DOORZ�VRPH�GHVLUHG�³WUDQVIRUPDWLRQ´�RI�VRFLHWLHV�DQG�WKHLU�LQVWLWXWLRQV�VR�WKDW�D�³WUXH��IUHH�DQG�MXVW�OLIH´�FDQ�EH�DVVXUHG��/DXJKOLQ�������S������5DGLFDOLVP LQ� WKLV�FRQWH[W� LV�RIWHQ�HTXDWHG�ZLWK�FULWLFDO� WKHRU\�� WKH� ODWWHU� LWVHOI�D�EUDQFK�RI�VRFLDO� DQDO\VLV� ZKLFK� KDV� FRPH� WR� EH� DVVRFLDWHG� ZLWK� WKH� )UDQNIXUW� 6FKRRO� RI� FULWLFDO�VRFLRORJ\��+RZHYHU��FULWLFDO�VRFLDO�WKHRU\�� KDV�D�ORQJHU�KLVWRU\�DQG�KDV�EHHQ�LQIOXHQFHG�E\�D�QXPEHU�RI�SKLORVRSKHUV��SDUWLFXODUO\�*HRUJH�+HJHO��D�*HUPDQ�LGHDOLVW�SKLORVRSKHU�RI�WKH�ODWH�
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HLJKWHHQWK�HDUO\�QLQHWHHQWK�FHQWXU\��DQG�WKH�FROODERUDWLYH�HIIRUWV�RI�.DUO�0DU[�DQG�)ULHGULFK�(QJHOV��0DU[�DQG�(QJHOV�SURGXFHG�D�ERG\�RI�GRFWULQHV�ZKLFK�EHFDPH�NQRZQ�DV�0DU[LVP�RU�µFODVVLFDO�0DU[LVP¶� LQ� WKH� VHFRQG� KDOI� RI� WKH� QLQHWHHQWK� FHQWXU\� �)OHZ�� ������� ,Q�+HJHOLDQ�SKLORVRSK\�� WKH� UROH� RI� LQWHOOHFWXDO� FULWLFLVP� DFTXLUHG� D� QHZ�� SRVLWLYH� UROH� LQ� WHUPV� RI�GHWHFWLQJ�DQG�XQPDVNLQJ�KLGGHQ�DVVXPSWLRQV�ZLWKLQ�H[LVWLQJ�EHOLHI�V\VWHPV�DQG�RI�GHEXQNLQJ�FODLPV� WR� DXWKRULW\� WR� IXUWKHU� WKH� HPDQFLSDWLRQ� RI� SHRSOH� �$EHUFURPELH� HW� DO��� �������6LPLODUO\��FODVVLFDO�0DU[LVW�SKLORVRSKLFDO�FULWLFLVP�ZDV�UHJDUGHG�QRW�VLPSO\�DV�DQ�LQWHOOHFWXDO�H[HUFLVH�EXW��PRUH�LPSRUWDQWO\��DV�DQ�LQVWUXPHQW�IRU�EULQJLQJ�DERXW�VRFLDO�FKDQJH��L�H��VRFLDO�UHYROXWLRQ���,Q�WKH�ODWWHU�SDUW�RI�WKH���WK FHQWXU\��WKH�FULWLFDO�WKHRULVWV�RI�WKH�)UDQNIXUW�6FKRRO��SHUFHLYLQJ�WKDW� FDSLWDOLVP�KDG� FKDQJHG� IXQGDPHQWDOO\� VXFK� WKDW� WKH� FODVVLFDO�0DU[LVW� FULWLTXH�RI�0DU[�DQG� (QJHOV� KDG� ORVW� PXFK� RI� LWV� SRWHQF\�� IRFXVHG� WKHLU� DWWHQWLRQ� RQ� WKH� IRXQGDWLRQV� DQG�DVVXPSWLRQV�RI�VFLHQFH�DQG�FDSLWDOLVP��SDUWLFXODUO\�WKH�FODLPV�RI�µLQVWLWXWLRQDO�UDWLRQDOLW\¶�DV�EHLQJ� WKH�RQO\� IRUP�RI�JHQXLQH�NQRZOHGJH��:ULWHUV�VXFK�DV�+DEHUPDV������������D��������DQG�0DUFXVH� ������� ������ ������ ZHUH� UHSUHVHQWDWLYH� RI� YDULRXV� DWWHPSWV� WR� WUDQVFHQG� WKH�SHUFHLYHG� ZHDNQHVVHV� RI� ERWK� WKH� IXQFWLRQDOLVW� DQG� LQWHUSUHWLYH� SHUVSHFWLYHV�� 7KH� UDGLFDO�SHUVSHFWLYH��ZKLOVW� VKDULQJ� VRPH�RI� WKH� VDPH�RQWRORJLFDO� EHOLHIV� DQG� DVVXPSWLRQV� DV� WR� WKH�QDWXUH� RI� PDQ� DV� WKH� LQWHUSUHWLYH� SHUVSHFWLYH�� PDNHV� VHYHUDO� PDMRU� FULWLFLVPV� RI� WKH�LQWHUSUHWLYH�DSSURDFK��IRU�PRUH�GHWDLO�VHH�%HUQVWHLQ��������+DEHUPDV��������+HOG���������)RU�H[DPSOH�� LQ� UHODWLRQ� WR� DVVXPSWLRQV� DERXW� WKH� VRFLDO� ZRUOG�� UDGLFDO� WKHRULVWV� DUJXH� WKDW�LQWHUSUHWDWLRQ�SHU� VH LV� QRW� VXIILFLHQW� ³«�EHFDXVH� LW� FDQQRW�DSSUHFLDWH� WKDW� WKH�ZRUOG� LV�QRW�RQO\� V\PEROLFDOO\� PHGLDWHG�� EXW� LV� DOVR� VKDSHG� E\� PDWHULDO� FRQGLWLRQV� RI� GRPLQDWLRQ��/DQJXDJH�LWVHOI�PD\�EH�D�PHGLXP�IRU�UHSUHVVLRQ�DQG�VRFLDO�SRZHU´��&KXD�������S�������)URP�ZLWKLQ� WKLV� SHUVSHFWLYH� RI� WKH� VRFLDO� ZRUOG�� FRQIOLFW� LV� VHHQ� DV� ERWK� LQVWLWXWLRQDOLVHG� DQG�HQGHPLF��+HQFH��KXPDQ�SRWHQWLDO�LV�SHUFHLYHG�DV�EHLQJ�UHSUHVVHG�ERWK�E\�WKHLU�RZQ�OHYHO RI�SHUVRQDO� FRQVFLRXVQHVV� �L�H�� VHOI�DZDUHQHVV�� DQG� E\� WKH� LQVWLWXWLRQDO� VWUXFWXUHV� RI� PRGHUQ�VRFLHW\� ZKLFK� DFW� DV� V\VWHPV� RI� GRPLQDWLRQ�� DOLHQDWLQJ� SHRSOH� IURP� VHOI�UHDOL]DWLRQ� �+HOG���������7KH�UDGLFDO�KXPDQLVW�SDUDGLJP�UDGLFDOLVHV�WKH�SKHQRPHQRORJLFDO �RU�QDWXUDOLVWLF��DSSURDFK�WR�UHVHDUFK� E\� IRFXVLQJ� RQ� WKH� SRZHU GLPHQVLRQ� WKDW� XQGHUOLHV� WKH� SURFHVV� RI� UHDOLW\�FRQVWUXFWLRQ� �0RUJDQ�� ����D��� 6SHFLILFDOO\�� WKLV� SDUDGLJP� HPSKDVLVHV� WKH� LPSRUWDQFH� RI�WUDQVFHQGLQJ�WKH�OLPLWDWLRQV�RI�WKH�VWDWXV�TXR��RI�UHOHDVLQJ�WKH�LQGLYLGXDO�IURP�WKH�FKDLQV�DQG�FRQVWUDLQWV� RI� WKH� VRFLDO� ZRUOG� LQ� RUGHU� WR� DFKLHYH� KLJKHU� VWDWHV� RI� FRQVFLRXVQHVV� DQG�H[SHULHQFH�� 7KXV�� WKHUH� LV� D� FRQFHUQ� ZLWK� GLVFRYHULQJ� KRZ� KXPDQV� FDQ� OLQN� WKRXJKW� DQG�DFWLRQ� DV� D�PHDQV�RI� WUDQVFHQGLQJ� WKHLU� DOLHQDWLRQ�� ,Q� WKH�FRQWH[W�RI�DFFRXQWLQJ�� WKH� UDGLFDO�KXPDQLVW� YLHZ� IRFXVHV� RQ� H[SODLQLQJ� WKH� VRFLDO� RUGHU� IURP� D� QRPLQDOLVW�� DQWL�SRVLWLYLVW��YROXQWDULVW�DQG�LGLRJUDSKLF�SHUVSHFWLYH��$FFRXQWDQWV��DFFRXQWRUV�DQG�WKH�DFFRXQWHH�DUH�VHHQ�DV� SULVRQHUV� RI� UHIOHFWLRQV� RI� µZRUOG�YLHZV¶� ZKLFK� DUH� VRFLDOO\� FRQVWUXFWHG� WR� VKDSH� DQG�FRQWURO� WKHLU� OLYHV����7KH�DFFRXQWDQW�� IRU�H[DPSOH�� LV� VHHQ�DV� VKDSLQJ�PXFK�RI� WKH� ODQJXDJH�DQG� SUDFWLFH� RI� RUJDQL]DWLRQDO� OLIH� DQG� WKHUHE\� FRQWULEXWLQJ� LQ� ODUJH� PHDVXUH� WR� WKH�FRQVWUXFWLRQ�RI�µSRZHU�WUDSV¶�IURP�ZKLFK�RUJDQL]DWLRQDO�PHPEHUV�KDYH�GLIILFXOW\�LQ�HVFDSLQJ��0RUJDQ�� ����D��� 7KH� IRFXV� LV� WKHUHIRUH� SODFHG� RQ� XQGHUVWDQGLQJ� WKH� µSDWKRORJ\� RI�FRQVFLRXVQHVV¶� �%XUUHOO� DQG�0RUJDQ�� ������ E\� ZKLFK� KXPDQV� XVH� DFFRXQWLQJ� WR� FRQVWUXFW�PRGHV� RI� VRFLDO� RUJDQL]DWLRQ� ZLWKLQ� ZKLFK� WR� WUDS� WKHPVHOYHV� DQG� EH� WUDSSHG�� DQG� RI�GLVFRYHULQJ�ZD\V�LQ�ZKLFK�KXPDQ�FRQVFLRXVQHVV�PD\�EH�VHW�IUHH�IURP�WKHVH�WUDSV�WR�IDFLOLWDWH�
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SHUVRQDO�JURZWK� WRZDUGV�KLJKHU� VWDWHV�RI�FRQVFLRXVQHVV��7KXV��D� UDGLFDO�KXPDQLVW� WKHRU\�RI�DFFRXQWLQJ� LV� VHHQ� DV� SRWHQWLDOO\� SURYLGLQJ� WKH� EDVLV� IRU� D� FULWLFDO� XQGHUVWDQGLQJ� RI� WKH�SURFHVV� E\� ZKLFK� DFFRXQWLQJ� UHVWULFWV� WKH� OLYHV� RI� DQ� RUJDQL]DWLRQ¶V� LQGLYLGXDOV� ZKLFK�� LQ�WXUQ��FRXOG�KDYH�LPSRUWDQW�FRQVHTXHQFHV�IRU�UH�VKDSLQJ�RUJDQL]DWLRQDO�OLIH��0RUJDQ������D���7KH� UDGLFDO� VWUXFWXUDOLVW�SDUDGLJP��RQ� WKH�RWKHU�KDQG��ZKLOVW�VKDULQJ�DQ�DSSURDFK� WR�VRFLHW\�ZKLFK� KDV� VLPLODULWLHV� ZLWK� WKH� UDGLFDO� KXPDQLVWV�� FRQFHQWUDWHV� RQ� VWUXFWXUDO� UHODWLRQVKLSV�ZLWKLQ� D� UHDOLVW� VRFLDO� ZRUOG�� SURYLGLQJ� D� UH�LQWHUSUHWDWLRQ� RI� WKH� WUDGLWLRQDO� DSSURDFK� WR�DFFRXQWLQJ�ZLWKLQ�D�0DU[LDQ�DQG�:HEHULDQ�IUDPHZRUN��%XUUHOO�DQG�0RUJDQ��������0RUJDQ������D���7KH� UDGLFDO� FULWLTXH�RI� VRFLHW\� DV�RIIHUHG�E\� WKHVH� WKHRULVWV� IRFXVHV�XSRQ�VWUXFWXUDO�FRQIOLFW�� PRGHV� RI� GRPLQDWLRQ� DQG� VRFLDO� H[FOXVLRQ� DQG� RI� FKDOOHQJLQJ� WKH� H[LVWLQJ� VRFLDO�RUGHU�� 7KXV�� UHDOLW\� LV� SUHGLFDWHG� XSRQ� D� YLHZ� RI� VRFLHW\� DV� D� SRWHQWLDOO\� FRQWUROOLQJ� DQG�SRWHQWLDOO\� GRPLQDWLQJ� IRUFH�� ([FOXGHG� IURP� WKLV� SDUDGLJP�� KRZHYHU�� DUH� FRQFHUQV� ZLWK�LQGLYLGXDOV¶� LQWHUSUHWDWLRQV� RI� UHDOLW\�� VLQFH� WKHVH� DUH� XQGHUVWRRG� WR� SURYLGH� DQ� XQUHOLDEOH�EDVLV�IRU�WKH�SXUSRVH�RI�XQGHUVWDQGLQJ�WKH�QDWXUH�DQG�G\QDPLFV�RI�VRFLHW\��:LOOPRWW������D���,Q�DQ�RUJDQL]DWLRQ�VRFLHW\�FRQWH[W��UDGLFDO�VWUXFWXUDOLVWV�FRQVLGHU�VRFLHW\�DV�EHLQJ�D�UHIOHFWLRQ�RI�WKH�EDVLF�SROLWLFDO��VRFLDO�DQG�LQVWLWXWLRQDO�VWUXFWXUHV�ZLWKLQ�LW��L�H��WKH�FDSLWDOLVW�VWUXFWXUHV��DQG��DOWKRXJK� WKH�H[LVWHQFH�RI� WKH�VRFLDO�ZRUOG�DQG�D�SOXUDOLVWLF�VHW�RI�XVHUV�DUH�UHFRJQLVHG��WKHVH�YDULRXV�UHFLSLHQWV�DUH�VHHQ�WR�EH�LQ�FRQVWDQW�FRQIOLFW�ZLWK�HDFK�RWKHU�GXH�WR�WKH�XQHYHQ�GLVWULEXWLRQ� RI� SRZHU�ZLWKLQ� VRFLHW\�� 7KXV�� D� UDGLFDO� VWUXFWXUDOLVW� YLHZ� RI� WKH�ZRUOG� VHHV� D�VRFLDO� DQG� RUJDQL]DWLRQDO� VWUXFWXUH� WKDW� LV� RSSUHVVLYH� LQ�QDWXUH�� DULVLQJ�RXW�RI�G\VIXQFWLRQDO�VWUXFWXUDO�UHODWLRQVKLSV��5LFKDUGVRQ���������7KHVH�UHODWLRQVKLSV�DUH�VHHQ�DV�FUHDWLQJ�D�SRZHU�pOLWH� ZKLFK� KDV� FRQWURO� RYHU� UHVRXUFHV� �%XKU�� ������� )URP� WKLV� SHUVSHFWLYH�� RUJDQL]DWLRQV��SDUWLFXODUO\� ODUJH� EXVLQHVV� RUJDQL]DWLRQV� ZKLFK� KDYH� FRQWURO� RYHU� KXJH� HFRQRPLF� DQG�ILQDQFLDO� UHVRXUFHV�� DUH� YLHZHG� DV� LQVWUXPHQWV� RI� VRFLDO� IRUFHV� FRQFHUQHG�ZLWK�PDLQWDLQLQJ�WKH� SUHVHQW� LQHTXDOLWLHV� LQ� WKH� GLVWULEXWLRQ� RI� ZHDOWK� DQG� SRZHU� ZLWKLQ� VRFLHW\� �VHH�� IRU�H[DPSOH�� &RRSHU�� ����� DQG� &RRSHU�� ������� 6XFK� LQHTXDOLWLHV� DUH� VHHQ� DV� JLYLQJ� ULVH� WR�VWUXFWXUDO� DQG� LQWULQVLF� WHQVLRQV� DQG� FRQWUDGLFWLRQV� EHWZHHQ� RSSRVLQJ� HOHPHQWV�� )URP� WKLV�SHUVSHFWLYH�� DFFRXQWLQJ� PHWKRGV� DQG� V\VWHPV� DUH� VHHQ� DV� PHFKDQLVPV� RU� µFRQWH[WXDO�GHWHUPLQDQWV¶��0RUJDQ������D��ZKLFK�DUH�XVHG�WR�FUHDWH��GLVWULEXWH�DQG�P\VWLI\�SRZHU�E\ WKH�SRZHU�pOLWH�IRU�WKH�SXUSRVH�RI�VHWWLQJ�DQ�DJHQGD�ZKLFK�SUHVHUYHV�H[LVWLQJ�SRZHU�DV\PPHWULHV��7KXV�� FULWLFDO� �L�H�� UDGLFDO�� DFFRXQWLQJ� WKHRU\� KDV� EHHQ� GHVFULEHG� DV� D� VFKRRO� RI� DFFRXQWLQJ�WKHRU\�ZKLFK� SHUFHLYHV� DFFRXQWLQJ� LQIRUPDWLRQ� DV� EHLQJ� XVHG� WR� DGYDQFH� SROLWLFDO� DJHQGDV��UDWLRQDOLVH� SUHYLRXV� GHFLVLRQV� DQG� OHJLWLPLVH� WKH� HFRQRPLF� DQG� SROLWLFDO� VWDWXV� TXR� RI� WKH�UXOLQJ� pOLWH� �6WLQHU�� �������6LPLODUO\�� WKH�GLVFLSOLQH�RI� DFFRXQWLQJ� LV� QRW� VHHQ� DV�YDOXH� IUHH��REMHFWLYH� RU� EDVHG� RQ� IDFW�� VLQFH� VXFK� FRQFHSWV� DUH� UHJDUGHG� DV� LOOXVRU\�� EXW� DV� VRFLDOO\�FRQVWLWXWHG�� ³«� D� VRFLDO� SUDFWLFH� HPEHGGHG� LQ� D� VRFLR�KLVWRULFDO� FRQWH[W´� �/HKPDQ� ������S������,Q�VKRUW��DFFRXQWLQJ��ERWK�DV�ILHOG�RI�DFDGHPLF�LQTXLU\�DQG�DV�D�SUDFWLFH�EDVHG�FUDIW��DUH�VHHQ�DV�FRQWH[WXDOO\�GHILQHG��HSLVWHPRORJLFDOO\��VRFLDOO\�DQG�KLVWRULFDOO\�:LWKLQ�DFFRXQWLQJ�� WKH�SULQFLSDO� WKHRU\�ZKLFK�FDQ�EH�ORFDWHG�ZLWKLQ�WKH�UDGLFDO�VWUXFWXUDOLVW�SDUDGLJP� LV� WKH� SROLWLFDO� HFRQRP\� RI� DFFRXQWLQJ� WKHRU\� �KHUHDIWHU� 3($7��� 3($7� �VHH�� IRU�H[DPSOH��&RRSHU������� &RRSHU�DQG�6KHUHU��������0LOOHU��������6WLQHU��������7LQNHU������������D��E��7LQNHU�DQG�1HLPDUN��������DWWHPSWV� WR�GUDZ�DWWHQWLRQ�WR�WKH�FRQIOLFWLQJ�SROLWLFDO��VRFLDO�DQG�HFRQRPLF�LQWHUHVWV�DW�VWDNH�LQ�DFFRXQWLQJ�DQG�UHSRUWLQJ��7KH�ODWWHU�DUH�GHSLFWHG�DV�D�SDUWLDO�� LQWHUHVWHG� ODQJXDJH�� RU� µLGHRORJLFDO�ZHDSRQV¶�� WKDW� IXUWKHU� WKH� LQWHUHVWV�RI�SDUWLFXODU�FODVVHV�DQG�RUJDQL]DWLRQDO�JURXSV�RYHU�RWKHU�VHFWLRQV�RI�VRFLHW\��3($7�IRFXVHV�RQ�H[SORULQJ�
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DQG�DVVHVVLQJ�WKH�ZD\V�LQ�ZKLFK�VRFLDO�SURWDJRQLVWV�XVH�DFFRXQWLQJ�LQIRUPDWLRQ�DQG�FRUSRUDWH�UHSRUWLQJ� WR� PHGLDWH�� VXSSUHVV�� P\VWLI\� DQG� WUDQVIRUP� VRFLDO� FRQIOLFW�� %\� SODFLQJ� FODVV�UHODWLRQV� DW� WKH� IRUHIURQW� RI� DQDO\VLV�� 3($7� LV� FRQFHUQHG� ZLWK� WKH� HIIHFWV� RI� DFFRXQWLQJ�PHWKRGV� DQG� V\VWHPV� RQ� WKH� GLVWULEXWLRQ� RI� LQFRPH�� ZHDOWK� DQG� SRZHU� ZLWKLQ� VRFLHW\��SDUWLFXODUO\�KRZ�WKH�UXOLQJ�pOLWH��L�H��WKH�VKDUHKROGHU�DQG�PDQDJHULDO�FODVVHV��XVH�DFFRXQWLQJ�DQG� UHSRUWLQJ� IRU� WKH� SXUSRVHV� FRQWUROOLQJ� DQ� DJHQGD� ZKLFK� OHJLWLPLVHV� WKH� HFRQRPLF� DQG�SROLWLFDO� VWDWXV� TXR� WKHUHE\� SUHVHUYLQJ�H[LVWLQJ� SULYLOHJHV� DQG� SRZHU� DV\PPHWULHV�� 7KXV�� D�UDGLFDO�µFODVVLFDO¶��0DU[LDQ��SROLWLFDO�HFRQRP\�SHUVSHFWLYH��VXFK�DV�WKDW�RIIHUHG�E\�7LQNHU�HW�DO���������������DQG�3X[W\���������YLHZV�DFFRXQWLQJ��WKHRU\�DQG�SUDFWLFH��GLVFRXUVH�QRW�DV�D�QHXWUDO�GHYLFH�EXW�DV�SDUW�RI�WKH�PHDQV�E\�ZKLFK�VRFLDO�FRQWURO�LV�H[HUFLVHG�LQ�WKH�LQWHUHVW�RI�WKH�GRPLQDQW�FODVVHV�DQG�IRU�PDQDJLQJ� WKH�FRQIOLFWV�ZKLFK�WDNH�SODFH�EHWZHHQ�WKH�GLIIHUHQW�FODVVHV�� 3X[W\� �������� IRU� H[DPSOH�� DGRSWLQJ� D� UDGLFDO� VWUXFWXUDOLVW� SHUVSHFWLYH� RQ� WKH�DFFRXQWLQJ� SURIHVVLRQ¶V� UHVSRQVH� WR� WKH� VRFLDO� DFFRXQWLQJ� GHEDWH� LQ� WKH� ����V� DQG� ����V��DUJXHV�WKDW�DFFRXQWLQJ��DV�DQ�LQVWLWXWLRQ��VRXJKW�WR�SURWHFW�LWV�OHJLWLPDF\�³«�E\�SURYLGLQJ�WKH�UHTXLUHG�H[WHQVLRQ�WR� LWV�FRQFHSWV�ZKLOH�DW� WKH�VDPH�WLPH�VXJJHVWLQJ�DQ�H[WHQVLRQ�KDG�WR�EH�OLPLWHG�LQ�LWV�VFRSH´��S�������:LWKLQ�WKLV�SDUDGLJP��PRVW�IRUPV�RI�DFFRXQWLQJ�DUH�VHHQ�DV�VXSSRUWLQJ�FDSLWDOLVWLF�SURGXFWLRQ�UDWKHU� WKDQ�PDNLQJ�VRFLDO� LQMXVWLFHV�YLVLEOH�DQG�DUH� WKXV�SHUFHLYHG�RI�DV�SDUW�RI�WKH�SUREOHP�UDWKHU� WKDQ� SDUW� RI� WKH� VROXWLRQ�� 6XFK� D� UDGLFDO� YLHZ� UHMHFWV� WKH� VRFLDOO\� UHODWHG� µHYROXWLRQ�ZLWKRXW� UHYROXWLRQ¶� DUJXPHQWV� RI� *UD\� HW� DO�� ������� DQG� (ONLQJWRQ¶V� ������� ������ ������YLVLRQ�RI�µVXVWDLQDEOH�FDSLWDOLVP¶�EHFDXVH�WKHVH�DUH�VHHQ�DV�EDVHG�RQ�D�SOXUDOLW\�RI�DSSURDFK��QHR�SOXUDOLVP��� WKH�UHJXODWLRQ�RI� WKH�PDUNHW�PHFKDQLVP�DQG�WKH�DFFHSWDQFH�RI�PXFK�RI�WKH�FDSLWDOLVW�EDVHG�PRGHV�RI�SURGXFWLRQ�DQG�GLVWULEXWLRQ�RI�ZHDOWK��0RUHRYHU�� UDGLFDO� WKHRULVWV�UHJDUG� UHVHDUFK� ZKLFK� VHHNV� PHUHO\� WR� XQGHUVWDQG WKH� QDWXUH� RI� VRFLHW\� DV� HIIHFWLYHO\�DFFHSWLQJ� DQG� UHLQIRUFLQJ� H[LVWLQJ� LQVWLWXWLRQDO� VWUXFWXUHV�� +HQFH� ZKHUHDV� &65� UHVHDUFKHUV�VXFK�DV�*UD\�HW� DO�� ������� DUH� FRQFHUQHG�ZLWK�XQGHUVWDQGLQJ�DQG�DGYDQFLQJ� WKH� WKHRU\�DQG�SUDFWLFH� RI� VWDNHKROGHU� DFFRXQWDELOLW\� LQ� D� QHR�SOXUDOLVW FRQWH[W�� UDGLFDO� WKHRULVWV� VHH� VXFK�SUDFWLFHV�DV�PHUHO\�VXSSUHVVLQJ�WKH�SUREOHPDWLF�FRQIOLFWV�ZKLFK�H[LVW�EHWZHHQ�RUJDQL]DWLRQV�DQG�VRFLHW\��5DGLFDO�WKHRULVWV�VXFK�DV�3X[W\��������DUJXH�WKDW��LUUHVSHFWLYH�RI�ZKDW�IRUP�&65�WDNHV��LQ�WHUPV�RI�WKH�µELJ�SLFWXUH¶�LW�DPRXQWV�WR�QRWKLQJ�PRUH�WKDQ�WKH�FUXPEV�RI�OHJLWLPDWLRQ�WKDW� DUH� SHUPLWWHG� WR� IDOO� IURP� WKH� WDEOH� RI� FDSLWDOLVP�� ,Q� RWKHU� ZRUGV�� &65� LV� SHUFHLYHG�VLPSO\� DV� D�EOXQW� LQVWUXPHQW� WR�SUHVHUYH�H[LVWLQJ�DV\PPHWULHV�DQG� LQHTXDOLWLHV�EHWZHHQ� WKH�GLIIHUHQW�FODVVHV�ZLWKLQ�VRFLHW\��UHQGHULQJ�DQ\�DQDO\VLV�RI�WKH�GHWDLO�ODUJHO\�LUUHOHYDQW��+HQFH��WKH� UDGLFDO� WKHRULVWV� DUJXH� WKDW� WKH� IRFXV� RI� &65� DQDO\VLV� VKRXOG� EH� RQ� WKH� LQVWLWXWLRQDO�VWUXFWXUHV�ZLWKLQ� VRFLHW\� DQG� WKH�PHDQV� E\�ZKLFK� WKRVH� VWUXFWXUHV� DUH� NHSW� LQ� SODFH�� UDWKHU�WKDQ� RQ� WKH� DPRXQW�� IRUP� RU� FRQWHQW� RI� &65�� 7KLV� DQDO\VLV� FDQ� EH� XVHG� IRU� H[DPSOH�� LQ�UHODWLRQ�WR�WKH�UROH�RI�WKH�6WDWH�YLV�j�YLV�UHTXLUHPHQWV�E\�QDWLRQDO�*RYHUQPHQWV�LQ�FRXQWULHV�OLNH� WKH� 1HWKHUODQGV� DQG� 'HQPDUN� WR� LQWURGXFH� PDQGDWRU\� HQYLURQPHQWDO� UHSRUWLQJ�UHTXLUHPHQWV�DW�VLWH OHYHO�UDWKHU� WKDQ�DW�FRUSRUDWH OHYHO��VHH�&KDSWHU�����6XFK�UHTXLUHPHQWV��ZKLOVW�� VXSHUILFLDOO\� DW� OHDVW�� DSSHDULQJ� WR� LQWURGXFH� JUHDWHU� FRUSRUDWH� DFFRXQWDELOLW\� DQG�&65HVS��OHDYH�WKH�ZD\�RSHQ�IRU�FRPSDQLHV�WR�HIIHFWLYHO\�µH[SRUW¶�HQYLURQPHQWDO�GDPDJH�WR�FRXQWULHV�ZKLFK� KDYH� QR� VXFK� UHJXODWLRQV� RU� WR�PDVN�PRUH� VHULRXV� QHJDWLYH� HQYLURQPHQWDO�LPSDFWV�LQ�RWKHU�OLQHV�RI�EXVLQHVVHV�ZKLFK�JR�XQUHSRUWHG��$GDPV�HW�DO����������7KLV�VLWXDWLRQ�FRXOG�EH�LQWHUSUHWHG�DV�HYLGHQFH�RI�WKH 6WDWH�DFWLQJ�DV�LI WR�DSSHDVH�VRFLHW\¶V�FRQFHUQV�ZKLOVW�OHDYLQJ� WKH� FDSLWDOLVW� V\VWHP� DV� D� ZKROH� ODUJHO\� XQFKDQJHG� DQG� XQWKUHDWHQHG� E\� WKH�
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µHQYLURQPHQWDO� FULVLV¶� �VHH� &KDSWHU� ���� 6LPLODUO\�� LQ� UHODWLRQ� WR� HQYLURQPHQWDO� SROOXWLRQ�� D�SROLWLFDO�HFRQRP\�RI�DFFRXQWLQJ�WKHRU\�DSSURDFK�ZRXOG�IRFXV�RQ�WKH�WHQVLRQ�ZKLFK�PDQLIHVWV�LWVHOI�LQ�WKH�IRUP�RI�VWUXFWXUDO�FRQIOLFW�EHWZHHQ�FRUSRUDWH�SURILWV�DQG�D�FOHDQ��SULVWLQH�QDWXUDO�HQYLURQPHQW�� DQG� LQ� SDUWLFXODU�� KRZ� D� µWHFKQRORJ\� DUJXPHQW¶� PD\� EH� H[SORLWHG� E\�PDQDJHPHQW IRU�WKHLU�RZQ�SROLWLFDO�DGYDQWDJH��VHH��IRU�H[DPSOH��%XKU���������7KH�UDGLFDO�DSSURDFKHV�DV�RXWOLQHG�DERYH�DUH� OLNHO\�WR�DSSHDO�RQO\�WR� WKRVH�ZKR�WKHPVHOYHV�DUH�SUHSDUHG� WR�TXHVWLRQ� WKH�EDVLV� RI� VRFLHWDO� RUJDQL]DWLRQ� LQ�:HVWHUQ� FDSLWDOLVW� HFRQRPLHV��DQG� WKXV� ZLOO� OLNHO\� QRW� RQO\� UHSUHVHQW� D� FRQVLGHUDEOH� FKDOOHQJH� WR�PDLQVWUHDP� DFFRXQWLQJ�UHVHDUFKHUV� DQG� SUDFWLWLRQHUV� EXW� DOVR� EH� LQHIIHFWLYH� LQ� FRQYLQFLQJ� PRVW� DFFRXQWDQWV� DQG�PDQDJHUV� RI� WKH� QHHG� IRU� VRFLDO� DQG� HQYLURQPHQWDO� DFFRXQWLQJ� �&KXD�� ������0DWKHZV DQG�3HUHUD�� ������� 1HYHUWKHOHVV�� WKH� UDGLFDO� SHUVSHFWLYHV� DUJXDEO\� RIIHU� LQVLJKWV� ZRUWK\� RI�FRQVLGHUDWLRQ�� QRW� MXVW� LQ� WHUPV� RI� XQGHUVWDQGLQJ� WKH� ZLGHU� VRFLR�SROLWLFDO� UROH� SOD\HG� E\�DFFRXQWLQJ� DQG� DFFRXQWDQWV�� EXW� DOVR� RI� WKH� ZLGHU�� PRUH� FRPSOH[� LQVWLWXWLRQDO� UROHV� RI�EXVLQHVV�RUJDQL]DWLRQV�LQ�VRFLHW\�
��� &ULWLFLVPV�RI�WKH�%XUUHOO�DQG�0RUJDQ�IUDPHZRUN6LQFH�LWV�SXEOLFDWLRQ�LQ�������WKH�%XUUHOO�DQG�0RUJDQ�IUDPHZRUN�KDV�FRPH�LQ�IRU�D�JRRG�GHDO�RI�FULWLFLVP��QRWDEO\�IURP�DFFRXQWLQJ�DQG�RUJDQL]DWLRQDO�WKHRULVWV��VHH��IRU�H[DPSOH��.DVDQHQ�HW�DO���������/DXJKOLQ�DQG�/RZH��������/DXJKOLQ��������/HZLV�DQG�*ULPHV��������:LOOPRWW������D�� E�� ����D�� E���.DVDQHQ�HW� DO�� �������� IRU� H[DPSOH�� DUJXH� WKDW� DFFRXQWLQJ� UHVHDUFKHUV�KDYH�ORRNHG�WRR�PXFK�WR�WKH�QDWXUDO�DQG�VRFLDO�VFLHQFHV�IRU�PHWKRGRORJLFDO�PRGHOV�DQG��DV�D�FRQVHTXHQFH��WRR�OLWWOH�GLVFXVVLRQ�LV�JLYHQ�ZLWKLQ�DFFRXQWLQJ�WR�WKH�UHVHDUFK�DSSURDFKHV�XVHG�LQ� RWKHU� SUDFWLFDO�DSSOLHG� GLVFLSOLQHV� VXFK� DV� HQJLQHHULQJ� DQG�PHGLFLQH��7KH\� DUJXH� IRU� WKH�DGRSWLRQ�RI�D�FODVVLILFDWLRQ�V\VWHP�EDVHG�RQ�PHWKRGRORJLFDO�GLVFXVVLRQV�LQ�)LQODQG��1HLOLPR�DQG�1kVL��������VHH�DOVR�/XNND��������/XNND�HW�DO����������7KH�ODWWHU�FODVVLILFDWLRQ�V\VWHP�LV�DOVR�EDVHG�RQ�D��[��PDWUL[��FRQVLVWLQJ�RI�IRXU�DSSURDFKHV��QRPRWKHWLFDO��GHFLVLRQ�RULHQWDWHG��DFWLRQ�RULHQWDWHG� DQG� FRQFHSWXDO�� ZKLFK� DUH� ORFDWHG� ZLWKLQ� WZR� D[HV�� WKHRUHWLFDO�HPSLULFDO�DQG�GHVFULSWLYH�QRUPDWLYH��+RZHYHU��ZKLOVW� WKLV�PRGHO�PD\� LQGHHG�JLYH�JUHDWHU� UHFRJQLWLRQ�WR� RWKHU�PHWKRGRORJLHV�� WKH� HPSKDVLV� RQ� µSUDFWLFDO�DSSOLHG¶� GLVFLSOLQHV� VXFK�DV� HQJLQHHULQJ�DQG�PHGLFLQH�VXJJHVWV�D�GHVLUH�WR�YLHZ�DFFRXQWLQJ�PRUH�DV�D�WHFKQLFDO��SUREOHP�VROYLQJ�DQG�SUDFWLFDO� GLVFLSOLQH� UDWKHU� WKDQ� D� HFRQRPLF�VRFLR�SROLWLFDO� SKHQRPHQRQ�� VRPHWKLQJ� ZKLFK�FULWLFDO� WKHRULVWV� VXFK� DV� +DEHUPDV� ������������ ����E�� KDYH� EHHQ� DW� SDLQV� WR� SUHYHQW�� ,Q�DGGLWLRQ�� WKH� VLPSOH�EL�SRODU��GXDOLVWLF�FODVVLILFDWLRQ�V\VWHP�VXJJHVWHG�E\�1HLOLPR�DQG�1kVL��������LV�MXVW�DV�VLPSOLVWLF�DV�WKDW�RI�%XUUHOO�DQG�0RUJDQ�$�IXUWKHU�DVSHFW�ZKLFK�KDV�FRPH� LQ� IRU�VWURQJ�FULWLFLVP��SDUWLFXODUO\� IURP�&KXD��������DQG�:LOOPRWW������D��E������D��E���LV�WKH�PXWXDO�H[FOXVLYHQHVV�RI�WKH�IRXU�SDUDGLJPV��ZKDW�.XKQ�������� UHIHUV� WR� DV� µLQFRPPHQVXUDELOLW\¶��� 7KH� GXDOLVP� EHWZHHQ� WKH� µVXEMHFWLYLVW¶� DQG�µREMHFWLYLVW¶� ZRUOG�YLHZV� KDV� DOVR� EHHQ� FULWLFLVHG� IRU� LWV� VLPSOLVWLF� QDWXUH� �%RODQG�� ������:LOOPRWW������D���%RODQG��������DUJXHV��ZLWK�VRPH�MXVWLILFDWLRQ�� WKDW�ZKLOVW�WKH�UHFRJQLWLRQ�RI�WKH�µVXEMHFWLYH¶�DQG�µREMHFWLYH¶�WUDGLWLRQV�LV�D�SRVLWLYH�GHYHORSPHQW�LQ�DFFRXQWLQJ�UHVHDUFK��LW�LV�LQFRUUHFW�WR�SUHVHQW�LW�LQ�WHUPV�RI�D�VLPSOH�GLFKRWRP\�EHWZHHQ�WKH�WZR�RU�WR�VXJJHVW�WKDW�WKHUH� DUH� WZR� GLIIHUHQW� NLQGV� RI� UHVHDUFKHUV� �REMHFWLYLVW� DQG� VXEMHFWLYLVW�� IRFXVLQJ� RQ� RQH�UHDOP� RI� H[SHULHQFH� RU� WKH� RWKHU�� &KXD� �������� ZKR� GUHZ� H[WHQVLYHO\� RQ� WKH� %XUUHOO� DQG�0RUJDQ� IUDPHZRUN� LQ� GHYHORSLQJ� KHU� RZQ� DSSURDFK� WR� WKH� FODVVLILFDWLRQ� RI� DFFRXQWLQJ�
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WKHRULHV�� LV� FULWLFDO� RI� %XUUHOO� DQG�0RUJDQ¶V� DVVHUWLRQ� WKDW� WKH� �[�� PDWUL[� �VHH� )LJXUH� ����DERYH�� SUHVHQWV� PXWXDOO\� H[FOXVLYH� GLFKRWRPLHV� ZKLFK� DUH� FODLPHG� WR� FRYHU� DOO� VRFLDO�SHUVSHFWLYHV� LQ� D� SHUPDQHQW �L�H�� LPPXWDEOH�� FODVVLILFDWLRQ���� &KXD� UHMHFWV� WKLV� DSSURDFK��DUJXLQJ� WKDW� WKH� PHWD�WKHRUHWLFDO� DVVXPSWLRQV� PDGH� E\� UHVHDUFKHUV� DUH� QRW� LPPXWDEOH� EXW�KLVWRULFDOO\�VSHFLILF��UHIOHFWLQJ�WKH�GRPLQDQW�WKHPHV�FXUUHQWO\�EHLQJ�GHEDWHG�ZLWKLQ�WKH�VRFLDO�VFLHQFHV� DQG� GLIIHUHQW� UHVHDUFK� WUDGLWLRQV� DOUHDG\� H[LVWLQJ� LQ� DFFRXQWLQJ� UHVHDUFK�� &KXD�VXJJHVWV� WKDW� RWKHU�� QHZ� LPSRUWDQW� DVVXPSWLRQV� DERXW� WKH� QDWXUH� RI� WKH� VRFLDO� ZRUOG� PD\�HPHUJH�DV�PRUH�DQG�PRUH�UHVHDUFK�RXWVLGH�RI�µQRUPDO�VFLHQFH¶�LV�FDUULHG�RXW��7KLV�FULWLFLVP�VHHPV�WR�KROG�ZDWHU�JLYHQ�WKDW�LW�LV�LPSRVVLEOH�WR�SUHGLFW�ZLWK�DQ\�FHUWDLQW\�WKDW�QHZ�µZRUOG�YLHZV¶�ZLOO�QRW�HPHUJH�LQ�WKH�IXWXUH��:LOOPRWW������D��LV�DOVR�FULWLFDO�RI�%XUUHOO�DQG�0RUJDQ¶V�DVVXPSWLRQ� RI� LQFRPPHQVXUDELOLW\�� FODLPLQJ� WKDW DOWKRXJK� SDUDGLJP� FODVKHV� PD\� H[LVW� LQ�UHODWLRQ�WR�WKHLU�GLIIHUHQW�VHWV�RI�DVVXPSWLRQV��WKH�ERXQGDULHV�ZKLFK�GLYLGH�RQH�IURP�DQRWKHU�DUH� QRW� FOHDU� FXW� EXW� IX]]\� DQG�QRW� LPPXWDEOH�EXW�SRWHQWLDOO\�SHUPHDEOH��:LOOPRWW� �����D��H[SUHVVHV�FRQFHUQ�RYHU�WKH�IDFW�WKDW�E\�GLYLGLQJ�VRFLDO�DQG�RUJDQL]DWLRQDO�DQDO\VLV�LQWR�IRXU��PXWXDOO\� H[FOXVLYH� HQFODYHV�� %XUUHOO� DQG� 0RUJDQ¶V� PRGHO� DFKLHYHV� WKHLU� VWDWHG� DLP� RI�SDUDGLJPDWLF� µFORVXUH¶� LQ� WKDW� LW�XQQHFHVVDULO\�FRQVWUDLQV� WKH�SURFHVV�RI� WKHRU\�GHYHORSPHQW�ZLWKLQ�SRODUL]HG�VHWV�RI�DVVXPSWLRQV�DERXW�VFLHQFH�DQG�VRFLHW\�%\� UHSUHVHQWLQJ�PHWKRGRORJLFDO� GLYHUVLW\�DV�D�GXDOLVP�± DV�DQ�HLWKHU�RU�± D�WHQGHQF\� IRU�VRFLDO�DQG�RUJDQL]DWLRQDO� WKHRU\� WR�JUDYLWDWH� WR�RQH�RU�RWKHU�RI�WKHVH�SROHV�LV�HIIHFWLYHO\�FDVW�LQWR�D�PHWDSK\VLFDO�SULQFLSOH��WKHUHE\�SURPRWLQJ�D� QHZ� IRUP� RI� FORVXUH� EHFDXVH� WKH� FRKHUHQFH� RI� DOO� DWWHPSWV� WR� UHVLVW� WKLV�WHQGHQF\�LV�GHQLHG �:LOOPRWW�����D��S�������:LOOPRWW� �����D�� SURYLGHV� DQ� LOOXVWUDWLRQ� RI� WKH�ZHDNQHVV�RI�%XUUHOO� DQG�0RUJDQ¶V�ELSRODU�GXDOLVP� XVLQJ� ODERXU� SURFHVV� WKHRU\�� WKH� ODWWHU� EHLQJ� DQ� DUHD� RI� RUJDQL]DWLRQ� WKHRU\�ZKHUH�UHVHDUFKHUV� KDYH� VRXJKW� WR� LQFRUSRUDWH� ERWK� DQ� DSSUHFLDWLRQ� RI� WKH� µVXEMHFWLYH¶� GLPHQVLRQ�ZLWKRXW� OHWWLQJ� JR� RI� D� FRPPLWPHQW� WR� UDGLFDO�� VWUXFWXUDO� DQDO\VLV�� VRPHWKLQJ� ZKLFK� WKH�%XUUHOO�DQG�0RUJDQ�PRGHO�VXJJHVWV�DV�EHLQJ�LPSRVVLEOH��/DXJKOLQ��������DOVR�DUJXHV�WKDW�WKH�VLPSOH�EL�SRODU�GXDOLVP�XVHG�E\�%XUUHOO�DQG�0RUJDQ�LV�WRR�VLPSOLVWLF�DQG�GHYHORSV�KLV�RZQ��WKUHH� GLPHQVLRQDO� PRGHO� RI� WKH� FKRLFH� SURFHVVHV� LQYROYHG� LQ� HPSLULFDO� UHVHDUFK�� JURXSLQJ�WKHVH� LQWR� WKUHH� EURDG� EDQGV� ZKLFK� KH� GHVFULEHV� DV� µWKHRU\¶�� µPHWKRGRORJ\¶� DQG� µFKDQJH¶�FKRLFHV��+RZHYHU��DOWKRXJK�WKLV�PRGHO�LV�PRUH�VRSKLVWLFDWHG�WKDW�WKDQ�RI�%XUUHOO�DQG�0RUJDQ��LW�DOVR�VXIIHUV�IURP�UHGXFWLRQLVP�DQG��DV�/DXJKOLQ�KLPVHOI�DGPLWV��KLV�RZQ�µKLJK��PHGLXP�DQG�ORZ¶�GHVFULSWRUV��XVHG�WR�LGHQWLI\�GLIIHUHQW�OHYHOV�RI�FRPPLWPHQW�WR�PHWKRGRORJ\��WKHRU\�DQG�FKDQJH��DUH�³«�QRW�SUHFLVH��GHILQDEOH�RU�PHDVXUDEOH´��/DXJKOLQ�������S������'HVSLWH� WKH� �YDOLG�� FULWLFLVPV� UHIHUUHG� WR� DERYH�� WKH� RYHUULGLQJ� FRQWULEXWLRQ� RI� %XUUHOO� DQG�0RUJDQ¶V�VLPSOLVWLF�EL�SRODU�FODVVLILFDWLRQ�RI�VRFLDO�WKHRULHV�LV�WKDW�LW�KDV�LVRODWHG�PDQ\��LI�QRW�PRVW��RI�WKH�NH\�GRPDLQV�IRU�FKRLFH�DQG�WKH�DVVXPSWLRQV�UHODWLQJ�WR�RQWRORJ\��HSLVWHPRORJ\��KXPDQ� QDWXUH� DQG� PHWKRGRORJ\ WKDW� DUH� LPSOLFLW� LQ� WKH� YDULRXV� DSSURDFKHV� WR� HPSLULFDO�DFFRXQWLQJ� UHVHDUFK� �/DXJKOLQ�� ������� :KLOVW� WKH� PRGHO� PD\� LQGHHG� VXIIHU� IURP�LPSHUIHFWLRQV�� LW�KLJKOLJKWV� WKH�JURZLQJ�DUUD\�RI�µFKRLFHV¶�LQ�DFFRXQWLQJ�WKHRU\�FRQVWUXFWLRQ�DQG�DFFHSWDQFH��FKRLFHV�ZKLFK��ZKHWKHU� VWDWHG�RU� LPSOLHG��HPSLULFDO�DFFRXQWLQJ� UHVHDUFKHUV�DUH�PDNLQJ�DOO�WKH�WLPH�
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«WKH�LQHYLWDEOH�WUXWK�>LV@�WKDW�DOO�HPSLULFDO�UHVHDUFK�LV�SDUWLDO�DQG�LQFRPSOHWH�DQG�WKDW�WKHRUHWLFDO�DQG�PHWKRGRORJLFDO�FKRLFHV�DUH�LQHYLWDEO\�PDGH�ZKHWKHU�DSSUHFLDWHG�RU�QRW �/DXJKOLQ��������S�����+HQFH��ZKLOVW�WKHUH�PD\�EH�YDOLG�DUJXPHQWV�ZKLFK�FDQ�EH�XVHG�WR�MXVWLI\�WKH�XVH��RU�QRQ�XVH��RI�RQH�SDUWLFXODU�IUDPHZRUN�RU�FODVVLILFDWLRQ�LQ�SUHIHUHQFH�WR�DQRWKHU��VHH��IRU�H[DPSOH��/RZH�HW�DO����������WKHUH�LV�QR�VXFK�WKLQJ�DV�D�YDOXH�IUHH��LQGHSHQGHQW��UDWLRQDO�SURFHVV�E\�ZKLFK�ZH�FDQ�SURGXFH�D�SHUPDQHQW�� VWDWLF��QHXWUDO� IUDPHZRUN�ZLWKLQ�ZKLFK�FRPSHWLQJ�SDUDGLJPV�FDQ�EH� HYDOXDWHG� �%HUQVWHLQ�� ������&KXD�� ������ )H\HUDEHQG�� ������.XKQ�� ������ 3RSSHU�� ������5RUW\�� ������� +HQFH�� ZKDWHYHU� IUDPHZRUN� LV� HPSOR\HG�� ZLOO�� WR� VRPH� GHJUHH� RU� RWKHU�� EH�KLVWRULFDOO\� DQG� FXOWXUDOO\� VSHFLILF� DQG� UHIOHFW� FHUWDLQ� LGHRORJLFDO� EHOLHIV�� UHVXOWLQJ� LQ� VRPH�IRUP� RI� FORVXUH� DQG� VRPH� GHJUHH� RI� UHGXFWLRQLVP�� &RQVHTXHQWO\�� ZKLOVW� UHFRJQL]LQJ� WKH�VLPSOLVWLF�DQG�ULJLG�QDWXUH�RI�WKH�%XUUHOO�DQG�0RUJDQ�IUDPHZRUN��LW�LV�SHUKDSV�DV�JRRG�DV�DQ\�RWKHU� LQ� SURYLGLQJ� DQ� DQDO\WLFDO� WRRO� ZKLFK� VHUYHV� DV� DQ� KHXULVWLF�� LQWHOOHFWXDO� PDS�ZLWKLQ�ZKLFK� WR� ORFDWH� GLIIHUHQW� WKHRULHV� DFFRUGLQJ� WR� WKHLU� UHVSHFWLYH� VRXUFH�� WUDGLWLRQ� DQG�SUREOHPDWLF�� %HONDRXL� �������� IRU� H[DPSOH�� DUJXHV� WKDW� WR� EH� DEOH� WR� WHOO� WKH� GLIIHUHQFH�EHWZHHQ� D� WKHRU\� DQG� D� SDUDGLJP�� DQ� DGHTXDWH� GHILQLWLRQ� RI� WKH� ODWWHU� PXVW� �D�� FDWHJRUL]H�WKHRULHV� DV� PHUH� FRPSRQHQWV� RI� SDUDGLJPV� DQG� �E�� GLIIHUHQWLDWH� EHWZHHQ� FRPSHWLQJ�SDUDGLJPV��7KH�%XUUHOO�DQG�0RUJDQ�IUDPHZRUN�DUJXDEO\�GRHV�WKDW�
��� 3DUDGLJPDWLF�FRPSDULVRQ�RI�FKRVHQ�DFFRXQWLQJ�WKHRULHV2QH� RI� WKH� SULQFLSDO� EHQHILWV� WR� KDYH� HPHUJHG� IURP� %XUUHOO� DQG� 0RUJDQ¶V� VRFLRORJLFDO�DQDO\VLV� RI� WKHRULHV� DQG� SDUDGLJPV� LV WKDW� LV� KDV� HQFRXUDJHG� RWKHUV� WR� GHYHORS� WKHLU� RZQ�IUDPHZRUNV�� SDUWLFXODUO\� LQ� DFFRXQWLQJ�� ZKHUH� YDULRXV� DWWHPSWV� KDYH� VLQFH� EHHQ� PDGH� WR�FODVVLI\� WKH� GLIIHUHQW� RQWRORJLFDO�� HSLVWHPRORJLFDO� DQG� PHWKRGRORJLFDO� DSSURDFKHV� WR� WKH�VWXG\� DQG� SUDFWLFH� RI� DFFRXQWLQJ� �VHH�� IRU� H[DPSOH�� %HONDRXL�� ������ &KXD�� ������ &RRSHU��������+RSSHU�DQG�3RZHOO��������/DXJKOLQ���������$Q�LPSRUWDQW�LVVXH�LQ�WKLV�UHVSHFW�LV�WKDW�LW�KDV� SUHYHQWHG� DQ\� IRUP� RI� µWKHRU\� FORVXUH¶� E\� ZKLFK� QHZ�� DOWHUQDWLYH� WKHRULHV� PLJKW�RWKHUZLVH�KDYH�EHHQ�GHQLHG�UHFRJQLWLRQ�LQ�DFFRXQWLQJ��$$$��������'DYLV�HW�DO���������*UD\�HW� DO��� ������ /DXJKOLQ� DQG� *UD\�� ������ /DXJKOLQ� DQG� 3X[W\�� ������� &65� UHVHDUFK�� LQ�SDUWLFXODU�� KDV� QRW� VXIIHUHG� IURP� WKHRU\� FORVXUH� LQ� WKH� VDPH� ZD\� WKDW� EHIHOO� PDLQVWUHDP�DFFRXQWLQJ� ZLWK� SRVWXODWLRQDO� UHVHDUFK� LQ� WKH� ����V� DQG� ����V� DQG� 3$7� LQ� WKH� ����V� DQG�����V�� $V� VXFK�� &65� UHVHDUFK� UHPDLQV� RSHQ� WR� HPHUJLQJ� DQG� QHZ� ZRUOG�YLHZV� �VHH�� IRU�H[DPSOH��/HKPDQ��������DV�ZHOO�DV� WR�GLIIHUHQW�UHVHDUFK�PHWKRGRORJLHV��$�FRPSOHWH�UHYLHZ�RI� WKH�ZKROH� UDQJH� RI� WKHRULHV�ZKLFK��SRWHQWLDOO\�� FRXOG� EH� XVHG� WR� XQGHUVWDQG�� H[SODLQ� RU�SUHGLFW�WKH�QDWXUH�DQG�FDXVHV�RI�&65�IURP�ZLWKLQ�WKHVH�GLIIHUHQW�UHVHDUFK�WUDGLWLRQV�LV�EH\RQG�WKH�VFRSH�RI� WKH�SUHVHQW�VWXG\��5DWKHU�� WKLV�VWXG\�LV� OLPLWHG�WR�SURYLGLQJ�DQ�RYHUYLHZ�RI� WKH�NH\�PHWD�WKHRUHWLFDO�DVSHFWV�RI�HDFK�RI� WKH�PDLQ� WKHRULHV�HPSOR\HG��L�H��($7��067��2/7���WRJHWKHU�ZLWK�WKDW�RI�WKH�DX[LOLDU\�WKHRU\��3($7���([SOLFLW�UHFRJQLWLRQ�RI�WKH�WKHRUHWLFDO�DQG�PHWKRGRORJLFDO� µFKRLFHV¶�ZKLFK� UHVHDUFKHUV� FRQWLQXRXVO\�PDNH� LV�FXUUHQWO\�QRW�DQ�HVVHQWLDO�SDUW�RI� WKH�UHVHDUFK�SURFHVV�IRU� WKH�PDMRULW\�RI�DFFRXQWLQJ�UHVHDUFKHUV��:KLOVW�D�WKHRU\��DQG�DWWHPSWV�WR�H[SORUH�DQG�XQGHUVWDQG�WKH�YDOXH�RI�WKDW�WKHRU\��UHSUHVHQWV�WKH�µYLVLEOH�SDUW¶��PRVW�RI� WKH� XQGHUO\LQJ�PHWD�WKHRUHWLFDO� DVVXPSWLRQV� WHQG� WR� UHPDLQ� LPSOLFLW� UDWKHU� WKDQ� H[SOLFLW��7KHVH� µFKRLFHV¶� DUH� LPSRUWDQW� LQ� DQ\� FRQWH[W� EXW� DUJXDEO\� EHFRPH� PXFK� PRUH� LPSRUWDQW�ZKHQ�HPSOR\LQJ�PXOWLSOH�WKHRULHV�WR�H[SORUH�WKH�VDPH�VRFLDO�SKHQRPHQD��DV�LQ�WKH�FDVH�RI�WKH�SUHVHQW� VWXG\�� ,Q� VXFK� VLWXDWLRQV�� DQ� XQGHUVWDQGLQJ� RI� WKH� XQGHUO\LQJ� DVVXPSWLRQV� RI� HDFK�
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7KHRUHWLFDO�UHDVRQLQJ�DV�WR�ZK\�ILUPV�ZRXOG�HQJDJH�LQ�&65
/LNHO\�IRUP�RI�&('

(FRQRPLF�DJHQF\�WKHRU\��($7�
)XQFWLRQDOLVW 1HR�FODVVLFDO�DQG�µSRVLWLYH¶�HFRQRPLFV

µ5DWLRQDO�HFRQRPLF�EHKDYLRXU¶��RSSRUWXQLVWLF�DQG�JRDO�RULHQWDWHG��WKH�PRUDO�KD]DUG�SUREOHP¶���6RFLDO�RUGHU�QHJRWLDWHG�WKURXJK�WKH�SXUVXLW�RI�HFRQRPLF�VKRUW�WHUP�VHOI�LQWHUHVWV��VHOILVK��JUHHG\��JDPEOLQJ�

6KDUHKROGHUV��SULQFLSDO��DQG�PDQDJHPHQW��DJHQW�
(FRQRPLF�±µQH[XV�RI�FRQWUDFWV¶�EHWZHHQ�SULQFLSDO�DQG�DJHQW��ERQGLQJ��PRQLWRULQJ��HWF��

$�QHJRWLDWHG�DQG�WUDGHDEOH�FRPPRGLW\�ZKLFK�PD\�EH�XVHG�WR�LQIOXHQFH�WKH�SHUFHSWLRQV�RI�VKDUHKROGHUV��ERQGKROGHUV�DQG�UHJXODWRUV

7R�PLQLPL]H�SROLWLFDO�FRVWV��PLQLPL]H�WKH�FRVWV�RI�GHEWDQG�HTXLW\�FDSLWDO�DQG�WR�PD[LPL]H�WKH�DJHQW¶V�RZQ�VHOI�LQWHUHVW

8VH�RI�&('�WR�UHGXFH�WKH�WKUHDW�RI�SROLWLFDO�LQWHUIHUHQFH�IURP�UHJXODWRUV��µSROLWLFDO�FRVWV¶�K\SRWKHVLV��DQG�WR�UHGXFH�WKH�FRVWV�RI�GHEW�DQG�HTXLW\��µLQIRUPDWLRQ�FRQWHQW¶�K\SRWKHVLV���HPSKDVLV�RQ�FRVW�EHQHILW��L�H��FDVK�IORZ��FRQVLGHUDWLRQV0DQDJHULDO�VWDNHKROGHU�WKHRU\��067�
,QWHUSUHWLYH %RXUJHRLV�SROLWLFDO�HFRQRP\��RUJDQL]DWLRQ�WKHRU\��VRFLRORJ\�DQG�V\VWHPV�WKHRU\

6XEMHFWLYH�DQG�SHUVRQDO��GLYHUJHQW�VRFLDO�JRDOV��EXW�PDQDJHDEOH�DQG�FRQWUROODEOH���6RFLDO�RUGHU�QHJRWLDWHG�WKURXJK�VRFLDO�LQWHUDFWLRQ�DQG�FRPPXQLFDWLRQ��JRDO�FRQJUXHQFH�

6WDNHKROGHUV�DQG�PDQDJHPHQW�ZLWKLQ�D�QHR�SOXUDOLVW�YLVLRQ�RI�VRFLHW\

6RFLR�HFRQRPLF�PDQDJHPHQW�RI�VWDNHKROGHUV�IURP�WKH�SHUVSHFWLYH�RI�WKH�ILUP

0HGLDWLRQ�RI�VWDNHKROGHUV�LQWHUHVWV�DQG�FRQFHUQV�ZKLOVW�NHHSLQJ�WR�WKH�ORQJ�WHUP�VWUDWHJLF�JRDOV�RI�WKH�RUJDQL]DWLRQ

7R�PDQDJH�WKH�ILUP¶V�UHODWLRQV�ZLWK�VWDNHKROGHU�JURXSV¶�FRQFHUQV¶�LQ�UHODWLRQ�WR�&65HVS�LVVXHV�ZLWKRXW�GHIOHFWLQJ�WKH�ILUP�IURP�LWV�RZQ�JRDOV

'HVFULSWLYH��VHOHFWLYH��H�J��VWDNHKROGHU�FRQVXOWDWLRQ�LQ�UHODWLRQ�WR�(+	6�LVVXHV�IURP�D�PDQDJHPHQW�FRQWURO�DQG�FRVW�HIILFLHQF\�SHUVSHFWLYH��H�J��(0$6��,62���������HPSKDVLV�RQ�FRVW�EHQHILW�FRQVLGHUDWLRQV



7DEOH������FRQWLQXHG�7KHRU\ 3DUDGLJP��GRPLQDQW�ZRUOG�YLHZ�
7KHRUHWLFDO�µURRWV¶ +XPDQ�QDWXUH�DQG�VRFLDO�RUGHU 3ULQFLSDO�DFWRUV 1DWXUH�RI�UHODWLRQVKLS�V� 5ROH�DQG�IXQFWLRQ�RI��DFFRXQWLQJ��LQIRUPDWLRQ

7KHRUHWLFDO�UHDVRQLQJ�DV�WR�ZK\�ILUPV�ZRXOG�HQJDJH�LQ�&65
/LNHO\�IRUP�RI�&('

2UJDQL]DWLRQDO�OHJLWLPDF\�WKHRU\��2/7�
,QWHUSUHWLYH %RXUJHRLV�SROLWLFDO�HFRQRP\��VRFLDO�WKHRU\��SROLWLFDO�SKLORVRSK\

6XEMHFWLYH�DQG�SHUVRQDO��KLJKO\�FRPSOH[��VRFLR�SROLWLFDO�LQWHUHVWV��6RFLDO�RUGHU�QHJRWLDWHG�WKURXJK�WKH�PDQDJHPHQW�RI�VRFLHW\¶V�SHUFHSWLRQV�DQG�LPSUHVVLRQV

0DQDJHPHQW�DQG�µUHOHYDQW�SXEOLFV¶�ZLWKLQ�D�QHR�SOXUDOLVW�YLVLRQ�RI�VRFLHW\

6RFLR�SROLWLFDO��SOXUDOLVW��GLYHUJHQW�DQG�FRPSHWLQJ�LQWHUHVWV��EXW�WKHVH�LQWHUHVWV�FDQ�EH�PDQLSXODWHG

6RXUFH�RI�VRFLR�SROLWLFDO�SRZHU�WR�OHJLWLPLVH�SDUWLFXODU�IRUPV�RI�RUJDQL]DWLRQDO�EHKDYLRXU

/HJLWLPDWLRQ�RI�WKH�RUJDQL]DWLRQ��HQKDQFH�FRUSRUDWH�UHSXWDWLRQ��LQIOXHQFH�SHUFHSWLRQV�RI�WKH�µUHOHYDQW�SXEOLFV¶

%LDVHG��VHOHFWLYH�UHSRUWLQJ�RI�GHVFULSWLYH��VHOI�ODXGDWRU\�µJRRG¶�QHZV�ZLWK�PLQLPDO�UHSRUWLQJ�RI�µEDG¶�QHZV��PDQDJHPHQW�RI�SXEOLF�SHUFHSWLRQV�WKURXJK�UHSRUWV��SUHVV�DQG�PHGLD
3ROLWLFDO�HFRQRP\�RI�DFFRXQWLQJ�WKHRU\��3($7�

5DGLFDO�VWUXFWXUDOLVW &ODVVLFDO�SROLWLFDO�HFRQRP\��0DU[LDQ���SROLWLFDO�SKLORVRSK\

6XEMHFWLYH�DQG�SHUVRQDO��'HHS�VHDWHG�DQG�HQGHPLF�FRQIOLFWV�ERUQH�RXW�RI�UHSUHVVLRQ��6RFLDO�RUGHU�VWUXFWXUHG�WKURXJK�VXSSUHVVLRQ�DQG�H[SORLWDWLRQ

&DSLWDO��VKDUHKROGLQJ�DQG�PDQDJHULDO�FODVVHV��VXSSRUWHG�E\�WKH�6WDWH��DQG�ODERXU

6RFLR�SROLWLFDO��LUUHFRQFLODEOH��LQHTXLWDEOH��EHLQJ�WKH�VRXUFH�RI�GHHS�VHDWHG�FRQIOLFW

6RXUFH�RI�SROLWLFDO�SRZHU�XVHG�WR�SUHVHUYH�H[LVWLQJ�VRFLDO�GLYLVLRQV�DQG�SRZHU�DQG�ZHDOWK�DV\PPHWULHV

'RPLQDWLRQ��H[SORLWDWLRQ��GHSULYDWLRQ��PDQLSXODWLRQ��VXSSUHVVLRQ��P\VWLILFDWLRQ�DQG�REIXVFDWLRQ

8VH�RI�ODQJXDJH��LPDJHV�DQG�UKHWRULF�IRU�LPPDQHQW�OHJLWLPDWLRQ�DQG�VRFLDO�FRQVWUXFWLRQ�RI�SHUFHSWLRQV�WR�KLGH��P\VWLI\�DQG�PHGLDWH�GHYHORSLQJ�FULVHV��H�J��µVXVWDLQDEOH�EXVLQHVV¶
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WKHRU\� LV� D� VLQH� TXD� QRQ IRU� HPSLULFDO� UHVHDUFK�� 7DEOH� ���� DERYH� VXPPDULVHV� WKHVH� NH\�FKDUDFWHULVWLFV��$�PRUH�GHWDLOHG�H[SORUDWLRQ�LQ�WKH�FRQWH[W�RI�($7��067�DQG�2/7�LV�VHW�RXW�LQ�&KDSWHUV���WKURXJK�WR����UHVSHFWLYHO\��DQ�RYHUYLHZ�RI�3($7�LV�SURYLGHG�LQ�&KDSWHU������$�VKRUW�RYHUYLHZ�RI�WKHVH�IRXU�WKHRULHV�LV�JLYHQ�EHORZ�LQ�WKH�VSHFLILF�FRQWH[W�RI�&('���x (FRQRPLF� DJHQF\� WKHRU\� �IXQFWLRQDOLVW� SDUDGLJP� ± HFRQRPLF� WKHRULHV� �PDQDJHPHQW�LV�DUJXHG�WR�XVH�&('�WR�PLQLPL]H�SROLWLFDO�FRVWV��PLQLPL]H�WKH�DJHQF\�FRVWV�RI�GHEW� DQG�HTXLW\� FDSLWDO� DQG�PD[LPL]H� WKHLU�RZQ�VHOI�LQWHUHVW� �%ODFFRQLHUH�DQG�3DWWHQ��������&RUPLHU�DQG�0DJQDQ��������1HVV�DQG�0LU]D��������3DUNHU��������:DWWV�DQG�=LPPHUPDQ��������x 0DQDJHULDO� VWDNHKROGHU� WKHRU\ �LQWHUSUHWLYH� SDUDGLJP� ± VRFLR�HFRQRPLF� WKHRU\� �PDQDJHPHQW�LV�DUJXHG�WR�XVH�&('�WR�PDQDJH D�EURDG�UDQJH�RI�GLIIHUHQW�IDFWLRQV��RU�VWDNHKROGHUV�� ZKLFK� DUH� PHGLDWHG� WKURXJK� D� SURFHVV� RI� VWDNHKROGHU� PDQDJHPHQW�ZKLOVW�PDLQWDLQLQJ�WKH�ILUP¶V�SXUVXLW�RI�LWV�RZQ�ORQJ�WHUP�VWUDWHJLF�JRDOV��)UHHPDQ��������������*UD\�HW�DO���������5REHUWV��5���������7LOW��8OOPDQQ��������x 2UJDQL]DWLRQDO� OHJLWLPDF\�WKHRU\ �LQWHUSUHWLYH�SDUDGLJP�± VRFLR�SROLWLFDO�WKHRU\� �PDQDJHPHQW�LV�DUJXHG�WR�XVH�&('�SROLWLFDOO\�DV�D�UHDFWLRQ WR�D�SHUFHLYHG�DFWXDO�RU�SRWHQWLDO�WKUHDW�WR�WKH�ILUP¶V�RUJDQL]DWLRQDO�OHJLWLPDF\��'RZOLQJ�DQG�3IHIIHU��������*XWKULH�DQG�3DUNHU��������/LQGEORP��������2¶'RQRYDQ������D��E��x 3ROLWLFDO� HFRQRP\� RI� DFFRXQWLQJ� WKHRU\ �UDGLFDO� VWUXFWXUDOLVW� SDUDGLJP� ± VRFLR�SROLWLFDO� WKHRU\�� � &('� LV� VHHQ� DV� EHLQJ� XVHG� SROLWLFDOO\� E\� µFDSLWDOLVWV¶��VKDUHKROGLQJ� DQG�PDQDJHULDO� FODVVHV�� VXSSRUWHG� E\� WKH� 6WDWH� DQG� RWKHU� HFRQRPLF�LQVWLWXWLRQV��WR�GRPLQDWH��H[SORLW��GHSULYH��PDQLSXODWH��VXSSUHVV�DQG�P\VWLI\�ODERXU�IRU� WKH� SXUSRVHV� RI� PDLQWDLQLQJ� H[LVWLQJ� SRZHU� LQHTXDOLWLHV� DQG� LQIRUPDWLRQ�DV\PPHWULHV� �VHH�� IRU� H[DPSOH�� &RRSHU�� ������ &RRSHU� DQG� 6KHUHU�� ������ *XWKULH�DQG�3DUNHU��������1HLPDUN��������3X[W\��������7LQNHU�HW�DO���������8VLQJ�WKH�%XUUHOO�DQG�0RUJDQ�IUDPHZRUN�DV�GHVFULEHG�DERYH��HDFK�RI�WKHVH�WKHRULHV�PD\�EH�VLWXDWHG� ZLWKLQ� LWV� SDUDGLJPDWLF� µKRPH¶�� 7KH� HFRQRPLF� WKHRU\� RI� DJHQF\�� ZLWK� LWV� URRWV� LQ�QHR�FODVVLFDO� HFRQRPLFV� DQG� EDVHG� RQ� D� VWUXFWXUHG� YLHZ� RI� WKH� ZRUOG�� EHORQJV� WR� WKH�IXQFWLRQDOLVW� SDUDGLJP�� UHSUHVHQWLQJ�ZKDW� .XKQ� GHVFULEHG� DV� µQRUPDO� VFLHQFH¶� ZLWKLQ� ERWK�HFRQRPLFV� DQG� DFFRXQWLQJ� DQG� ILQDQFH� DW� WKH� SUHVHQW� WLPH��6WXGLHV� ZKLFK� KDYH� XVHG� WKLV�WKHRU\�WR�H[SODLQ�&65�&('�GR�VR�DORQJ�WZR�IURQWV��VHH�&KDSWHU�����WKH�ILUVW�EHLQJ�WKH�XVH�RI�&65� LQ� UHODWLRQ� WR� &65HVS� SURJUDPPHV�� SROLFLHV� DQG� SHUIRUPDQFH� WR� DYRLG� UHJXODWRU\�LQWHUIHUHQFH� XQGHU� WKH� µSROLWLFDO� FRVWV¶� K\SRWKHVLV�� DQG� WKH� VHFRQG� XQGHU� WKH� µLQIRUPDWLRQ�FRQWHQW¶�K\SRWKHVLV�LQ�FRQQHFWLRQ�ZLWK�WKH�FRVWV�RI�HTXLW\�DQG�GHEW�FDSLWDO��VHH��IRU�H[DPSOH��%HONDRXL�DQG�.DUSLN��������1HVV�DQG�0LU]D��������=pJKDO��DQG�$KPHG���������7KH�RWKHU�WZR�WKHRULHV��067�DQG�2/7��VHH�&KDSWHUV���DQG����UHVSHFWLYHO\��DUH�SUHVHQWHG�DV�EHORQJLQJ�WR�WKH�LQWHUSUHWLYH� SDUDGLJP�� %RWK� WKHRULHV� KDYH� WKHLU� URRWV� LQ� VRFLDO� DQG� SROLWLFDO� WKHRU\��HPSKDVLVLQJ� D� VRFLR�SROLWLFDO�� QHR�SOXUDOLVW� ZRUOG� DQG� D� SOXUDOLVWLF� VHW� RI� XVHUV� RI� &65��0DWKHZV�� ����D��� DQG� KDYH� EHHQ� XVHG� WR�H[SORUH� WKH� XVH� RI�&65� IURP� WKH� SHUVSHFWLYH� RI�PDQDJLQJ� VWDNHKROGHU�JURXSV� �VHH�� IRU� H[DPSOH��5REHUWV��5������� RU� UHDFWLQJ� WR�SHUFHLYHG�WKUHDWV� WR� WKH� ILUPV¶�RUJDQL]DWLRQDO� OHJLWLPDF\�ZLWKLQ�VRFLHW\��VHH��IRU�H[DPSOH��'HHJDQ�DQG�5DQNLQ��������
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,Q� UHFHQW� WLPHV�� D� JURZLQJ� ERG\� RI�&65� OLWHUDWXUH� KDV� XVHG�067� DQG�2/7�ZKLFK�PD\� EH�FODVVLILHG� DV� LQWHUSUHWLYH� �VHH�� IRU�H[DPSOH�� $GOHU� DQG� 0LOQH�� ������'HHJDQ� DQG� *RUGRQ��������*LEVRQ� DQG�*XWKULH�� ������*UD\�HW� DO��� ����E��2¶'Z\HU�� ������2¶'Z\HU� DQG�*UD\�������� 7LOW�� ������ <DPDJDPL� DQG� .RNXEX�� ������� 3ROLWLFDO� HFRQRP\� RI� DFFRXQWLQJ� WKHRU\�EHORQJV� WR� WKH� UDGLFDO� VWUXFWXUDOLVW� SDUDGLJP� DQG� KDV� LWV� URRWV� LQ� µFODVVLFDO¶� �L�H��0DU[LDQ��SROLWLFDO� HFRQRPLF� WKHRU\�� $OWKRXJK� UHFRJQLVLQJ� WKH� H[LVWHQFH� RI� D� SOXUDOLVW� VRFLHW\��µFODVVLFDO¶�SROLWLFDO�HFRQRP\�WKHRU\�IRFXVHV�RQ�WKH�LQVWLWXWLRQDO�VWUXFWXUHV�ZKLFK�DUH�VHHQ�DV�VXSSRUWLQJ�H[LVWLQJ�LQHTXDOLWLHV�DQG�SRZHU�DV\PPHWULHV�ZLWKLQ�VRFLHW\��6SHFLILF�FRQWULEXWLRQV�WR� &65� IURP� ZLWKLQ� WKLV� SDUDGLJP� LQFOXGH� WKRVH� RI� 3X[W\� ������� ������� 7LQNHU� �����D���7LQNHU� HW� DO�� ������� DQG� 7LQNHU� DQG� /RZH� �������� 7KHVH� VWXGLHV� HPSKDVLVH� WKH� XVH� RI�ODQJXDJH�� LPDJHV� DQG� UKHWRULF� IRU� LPPDQHQW� OHJLWLPDWLRQ� DQG� VRFLDO� FRQVWUXFWLRQ� RI�SHUFHSWLRQV� WR� KLGH��P\VWLI\� DQG�PHGLDWH� FULVHV� EHWZHHQ�PRQH\� FDSLWDO� DQG� RWKHU� IRUPV� RI�FDSLWDO�LQFOXGLQJ�KXPDQ��VRFLDO�DQG�HQYLURQPHQWDO�7KH�UHODWLRQVKLS�EHWZHHQ�067�DQG�2/7��RQ�WKH�RQH�KDQG��DQG�µFODVVLFDO¶�SROLWLFDO�HFRQRP\�WKHRU\�� RQ� WKH� RWKHU�� LV� VRPHZKDW� DPELJXRXV�� UHIOHFWLQJ� SHUKDSV�� WKHLU� UHODWLYHO\� \RXWKIXO�VWDWH� RI� GHYHORSPHQW� ZLWKLQ� WKH� DFFRXQWLQJ� OLWHUDWXUH� JHQHUDOO\� DQG� WKH� &65� OLWHUDWXUH� LQ�SDUWLFXODU��6RPH�SHUFHLYH�DOO� WKUHH� WKHRULHV�DV�IRFXVLQJ�RQ�WKH�RUJDQL]DWLRQDO�HQYLURQPHQWDO�QH[XV�� DOEHLW� DW� GLIIHUHQW� OHYHOV� RI� DQDO\VLV� DQG� ZLWK� GLIIHUHQW� OHYHOV� RI� µWKHRUHWLFDO�FRPPLWPHQWV¶� �1HX� HW� DO��� ������� 2WKHUV� SUHVHQW� WKHVH� WKHRULHV� ZLWKLQ� D� PRUH� V\VWHPV�RULHQWDWHG� DSSURDFK� WR� WKH� RUJDQL]DWLRQ�VRFLHW\� UHODWLRQVKLS�� IRFXVLQJ� RQ� WKH� UROH� RI�LQIRUPDWLRQ�DQG�GLVFORVXUH� LQ�WKH�UHODWLRQVKLSV�EHWZHHQ�RUJDQL]DWLRQV�� WKH�6WDWH�� LQGLYLGXDOV�DQG�JURXSV��*UD\�HW�DO����������7KH�PRVW�FRQVLGHUHG�DQDO\VLV�LQ�WKLV�FRQWH[W�LV�WKDW�SURYLGHGE\� *UD\� HW� DO�� �����E�� ������� *UD\� HW� DO�� �����E�� S����� DUJXH� WKDW�� UDWKHU� EHLQJ� VHHQ� DV�FRPSHWLQJ� WKHRULHV�� VWDNHKROGHU� WKHRU\� DQG� OHJLWLPDF\� WKHRU\� DUH� ³«� EHWWHU� VHHQ� DV� WZR��RYHUODSSLQJ�� SHUVSHFWLYHV� RQ� WKH� LVVXH� ZKLFK� DUH� VHW� ZLWKLQ� D� IUDPHZRUN� RI� DVVXPSWLRQV�DERXW� µSROLWLFDO� HFRQRP\� «´�� ZLWK� DQ\� GLIIHUHQFHV� EHLQJ� ³«� GLIIHUHQFHV� LQ� OHYHOV� RI�UHVROXWLRQ�RI�SHUFHSWLRQ� UDWKHU� WKDQ�DUJXPHQWV� IRU�DQG�DJDLQVW�FRPSHWLQJ� WKHRULHV�DV�VXFK´��6LPLODUO\�� *UD\� HW� DO�� ������� VXJJHVW� WKDW� YDULDWLRQV� RQ� ERWK� OHJLWLPDF\� WKHRU\� �RI� WKH�RUJDQL]DWLRQ� DQG� RI� WKH� V\VWHP�� DQG� VWDNHKROGHU� WKHRU\� �DFFRXQWDELOLW\� DQG� RUJDQL]DWLRQ�FHQWUHG��FDQ�EH�VHHQ�DV�EURDGO\�VLPLODU�WR�RQH�DQRWKHU�JLYHQ�WKDW�HDFK�LV�FRQFHUQHG�ZLWK��D��WKH� SRZHU� RI� JURXSV�ZLWKLQ� VRFLHW\�� RU� VRFLHW\� DV� D�ZKROH� WR� SUHVVXULVH� RUJDQL]DWLRQV� LQWR�GLVFORVXUH� DQG� �E�� WKH� GHOLEHUDWH� XVH� RI� GLVFORVXUH�� SDUWLFXODUO\� VRFLDO� DQG� HQYLURQPHQWDO�GLVFORVXUH�� WR� OHJLWLPDWH�� WR� GHIOHFW� FULWLFLVP� DQG� WR� FRQWURO� WKH�PDLQ� VRFLR�SROLWLFDO� DJHQGD�YLV�j�YLV�WKH�ZLGHU�FRPPXQLW\��,Q�WKH�DEVHQFH�RI�DQ\�FOHDU��GHILQLWLYH�SRVLWLRQ�RQ�WKLV�LVVXH��WKH�DSSURDFK�DGRSWHG�LQ�WKH�SUHVHQW�VWXG\�LV�PRUH�RU�OHVV�LQ�OLQH�ZLWK�WKDW�SUHVHQWHG�E\�*UD\�HW�DO�������E���������+RZHYHU��D�VXEWOH�GLVWLQFWLRQ�LV�PDGH�EHWZHHQ�067�DQG�2/7��ZLWK�WKH�IRUPHU�EHLQJ�GHVFULEHG�DV�D�VRFLR�HFRQRPLF WKHRU\�DQG� WKH� ODWWHU�DV�D�VRFLR�SROLWLFDO WKHRU\��VHH� &KDSWHUV� �� DQG� ��� UHVSHFWLYHO\��� 7KH� LQFOXVLRQ� RI� ($7� ZLWKLQ� WKH� VDPH� VWXG\� LV�SUREOHPDWLF�EHFDXVH�WKLV�WKHRU\��ZKLFK�LV�HVVHQWLDOO\�DQ�HFRQRPLF WKHRU\��FOHDUO\�EHORQJV�WR D�GLIIHUHQW� VRFLRORJLFDO� SDUDGLJP�� LPSO\LQJ� WKDW� WKH� SUHVHQW� VWXG\� KDV� D� PXOWL�SDUDGLJP�GLPHQVLRQ�
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���� 0XOWL�SDUDGLJP�UHVHDUFK0XOWL�SDUDGLJP� UHVHDUFK� UHIHUV� WR� UHVHDUFK� ZKLFK� HPSOR\V� PXOWLSOH� WKHRULHV� EHORQJLQJ� WR�PRUH� WKDQ� RQH� VRFLRORJLFDO� SDUDGLJP����:LWK WKH� LQFUHDVHG� UHFRJQLWLRQ� RI� WKH� H[LVWHQFH� RI�PXOWLSOH�SDUDGLJPV�ZLWKLQ�WKH�VRFLDO�VFLHQFHV��UHVHDUFKHUV�DUH�EHLQJ�HQFRXUDJHG�WR�VHDUFK�RXW�DQG�µSOD\�ZLWK¶�WKH�WKHRUHWLFDO�WHQVLRQV�RU�RSSRVLWLRQV�WR�VWLPXODWH�WKH�GHYHORSPHQW�RI�PRUH�HQFRPSDVVLQJ� WKHRULHV��3RROH� DQG�9DQ�GH�9HQ�� ������ DQG� WR�EXLOG� WKHRULHV�ZKLFK� VWUDGGOH�DFURVV�SDUDGLJPV��D�FRQFHSW�NQRZQ�DV�PHWDSDUDGLJP�WKHRU\�EXLOGLQJµ�RU�µPHWDWULDQJXODWLRQ¶��*LRLD�DQG�3LWUH�������� VHH��DOVR�IRU�H[DPSOH��%UDGVKDZ�&DPEDOO�DQG�0XUUD\��������'HQ]LQ�������� +DVVDUG�� ������ 5HHG�� ������ :LOOPRWW�� ����D��� +RZHYHU�� PXOWL�SDUDGLJP� HQTXLU\�UHPDLQV� FRQWURYHUVLDO� �/HZLV� DQG�*ULPHV�� �������2Q� WKH�RQH�KDQG�� VRPH� IXQFWLRQDOLVWV� DUH�VWURQJO\� DJDLQVW� SDUDGLJP�SUROLIHUDWLRQ� �VHH�� IRU� H[DPSOH��'RQDOGVRQ�� ������3IHIIHU�� �������ZKLOVW� SRVWPRGHUQLVWV� DUH� FULWLFV� RI� WKH� KHJHPRQ\� RI� SDUDGLJPV�� VXJJHVWLQJ� DOWHUQDWLYH�DSSURDFKHV� WR� UHVHDUFK� VWUDWHJLHV� �VHH�� IRU� H[DPSOH��'HHW]�� ������ )H\HUDEHQG�� ������5HHG��������� ,Q� WKH�PLGGOH�RI� WKHVH�RSSRVLQJ�H[WUHPHV�� WKHUH�DUH� WKRVH�ZKR�YLHZ�PXOWL�SDUDGLJP�HQTXLU\� DV� D� FRPSURPLVH� EHWZHHQ� GRJPDWLVP� DQG� UHODWLYLVP� �6FKHUHU�� ������� SURYLGLQJ�WKHRULVWV�ZLWK�KHXULVWLFV�ZKLFK�RIIHU�XQUHDOL]HG�WKHRU\�EXLOGLQJ�SRWHQWLDO��/HZLV�DQG�*ULPHV��������� ,Q� WKLV� FRQWH[W�� PXOWL�SDUDGLJP� UHVHDUFK� LQYROYHV� WKH� XVH� RI� GLYHUJHQW� SDUDGLJP� RU�DQDO\WLF�µOHQVHV¶�HPSLULFDOO\��WR�FROOHFW�DQG�DQDO\]H�GDWD�DQG�µSOD\¶�ZLWK�WKH�GDWD��GUDZLQJ�RXW�WKH� GLYHUVH� UHSUHVHQWDWLRQV� DQG� µVWRULHV¶� WKHUHLQ� RI� RUJDQL]DWLRQDO� SKHQRPHQD�� 6XFK� VWXGLHV�DUH� FODLPHG� WR� SUHVHUYH� WKHRUHWLFDO� FRQIOLFWV� E\� GHSLFWLQJ� WKH� ³«� RUJDQL]DWLRQDO� YRLFHV��LPDJHV�DQG�LQWHUHVWV�PDJQLILHG�E\�RSSRVLQJ�OHQVHV´��/HZLV�DQG�*ULPHV�������S������+RZHYHU�� VXFK� D� SURFHVV� LV� IUDXJKW� ZLWK� GLIILFXOWLHV� JLYHQ� WKDW� LW� LQYROYHV� UHVSHFWLQJ� WKH�GLIIHUHQW�DVVXPSWLRQV�XQGHU�DOWHUQDWLYH��FRPSHWLQJ�SDUDGLJPV�DQG�DWWHPSWLQJ�WR�GUDZ�RXW�WKH�GLIIHUHQW� LQVLJKWV� RIIHUHG� E\� HDFK� VRXUFH�� $V� QRWHG� E\� /HZLV� DQG� *ULPHV� �������� PXOWL�SDUDGLJP� HQTXLU\� FDQ� EH� XVHG� WR� LGHQWLI\� RSSRVLQJ� UHVHDUFK� LVVXHV� DQG� UHYHDO� YDULHG�LQWHUSUHWDWLRQV� RI� WKH� GDWD� EXW� FRQIOLFWLQJ� DVVXPSWLRQV�PD\� SUHFOXGH� WKH� XVH� RI� D� FRPPRQ�DQDO\WLFDO� DSSURDFK�� UHTXLULQJ� UHVHDUFKHUV� WR� DSSO\� UHVSHFWLYH� SDUDGLJP�PHWKRGV�� 7KHVH�ERXQGHG� FRQVWUDLQWV� FUHDWH� D� SUDFWLFDO� SUREOHP� ZLWK� PXOWL�SDUDGLJP� VFLHQFH� EHFDXVH� WKH�UHVHDUFKHU� KDV� WR� DGRSW� RQH� SDUWLFXODU� SDUDGLJP� PRGHO� ZLWK� ZKLFK� WR� FRQVWUXFW� µUHDOLW\¶�HPSLULFDOO\� DQG� WKHQ� XVH� GLIIHUHQW� µOHQVHV¶� WKURXJK�ZKLFK� WR� YLHZ� WKH� VDPH� GDWD� �0RUJDQ������E���7KLV�DSSURDFK�KDV�EHHQ�UDUHO\�HPSOR\HG�E\�DFFRXQWLQJ�UHVHDUFKHUV�DQG�LV�HYHQ�UDUHU�LQ� WKH�FRQWH[W RI�&65�UHVHDUFK��+RZHYHU�� WKHUH�DUH�H[HPSODUV� WR�EH�IRXQG� LQ� WKH� OLWHUDWXUH��QRWDEO\�*UD\�HW�DO��������E��������ZKHUH�WKH�VDPH�&65�GDWD�VHW�ZDV�HPSOR\HG�LQ�H[SORULQJ�ERWK� LQWHUSUHWLYH� DQG� IXQFWLRQDOLVW� PHWKRGRORJ\� IRU� REVHUYHG�� HPSLULFDO� WUHQGV� LQ� VRFLDO�UHSRUWLQJ� E\� 8.� FRPSDQLHV� RYHU� WLPH�� DOWKRXJK� LQ� WKLV� FDVH� WKH� UHVXOWV� ZHUH� SXEOLVKHG�VHSDUDWHO\� DW� GLIIHUHQW� WLPHV� DQG� LQ� WZR�TXLWH�GLIIHUHQW� MRXUQDOV��:KHWKHU� WKH� VDPH�GDWD� VHW�FDQ�EH�DSSOLHG�ZLWKLQ�D�VLQJOH�VWXG\�XVLQJ�PXOWLSOH� WKHRULHV�ZKLFK�EHORQJ�WR�PRUH�WKDQ�RQH�VRFLRORJLFDO�SDUDGLJP�LV�TXHVWLRQDEOH��2Q� WKH�RQH�KDQG��³«�REVHUYDWLRQDO�GDWD�FDQ�WDNH�RQ�UDGLFDOO\�GLIIHUHQW�LQWHUSUHWDWLRQV�IURP�GLIIHUHQW�WKHRUHWLFDO�VWDQGSRLQWV�HYHQ�WKRXJK�GLIIHUHQW�VFLHQWLVWV�ZLWK�WKRVH�GLIIHUHQW�VWDQGSRLQWV�PD\�ZHOO�DJUHH�RQ�WKH�IXQGDPHQWDO�YHUDFLW\�RI�WKH�GDWD� LWVHOI´� �5\DQ�HW� DO�� ������ S������2Q� WKH� RWKHU�� FULWLFV� FKDOOHQJH� WKH� YHU\� SRVVLELOLW\� RI�HPEUDFLQJ�RWKHU�SHUVSHFWLYHV��VXJJHVWLQJ�WKDW�UHVHDUFKHUV�HPSOR\LQJ�PXOWL�SDUDGLJP�UHVHDUFK�DUH�SURQH�WR�FRQWDPLQDWLQJ�GLIIHUHQW�SDUDGLJP�SHUVSHFWLYHV��VHH��IRU�H[DPSOH��'HHW]���������
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,Q�PXOWL�SDUDGLJP�UHVHDUFK��WKH�UHVHDUFKHU�LV�QRW�MXVW�XVLQJ�GLIIHUHQW�µOHQVHV¶�WR�YLHZ�WKH�VDPH�ZRUOG��EXW�YLHZLQJ�WKH�VDPH�SKHQRPHQD�IURP�GLIIHUHQW�µZRUOG�YLHZV¶��JLYLQJ�ULVH�WR�D�µFODVK�RI� SDUDGLJPV¶��&RQVHTXHQWO\��PXOWL�SDUDGLJP� UHVHDUFK�SUHVHQWV� WKH� UHVHDUFKHU�ZLWK� D� VHW� RI�FKDOOHQJHV� QRW� HQFRXQWHUHG� LQ� XQL�SDUDGLJP� UHVHDUFK�� ,Q� WKLV� VLWXDWLRQ�� WKH�NH\�FKDOOHQJH� LV�WKH� HSLVWHPRORJLFDO� UHODWLRQVKLS�EHWZHHQ� WKH� WKHRULHV�RQH� LV� LQWHUHVWHG� LQ�H[SORULQJ�DQG� WKH�UHVHDUFK�PHWKRGV�WKDW�DUH�XVHG�WR�H[SORUH�WKRVH�WKHRULHV����,I�WKH�UHVHDUFKHU�LV�FRQFHUQHG�ZLWK�XQGHUVWDQGLQJ �DV� RSSRVHG� WR� H[SODLQLQJ RU� SUHGLFWLQJ��� V�KH� LV� PRUH� OLNHO\� WR� IRFXV� RQ�LQWHUSUHWLYH�PHWKRGV�RI�UHVHDUFK�DQG�GHVLJQ�WKH�UHVHDUFK�DSSURDFK�DFFRUGLQJO\��&RQYHUVHO\��LI�WKH� UHVHDUFKHU� LV�PRUH� LQWHUHVWHG� LQ� H[DPLQLQJ� VSHFLILF� �XVXDOO\�FDXVDO�� UHODWLRQVKLSV�� WKHQ�V�KH� LV� PRUH� OLNHO\� WR� HPSOR\� SRVLWLYLVW� PHWKRGRORJ\�� 7KXV�� IRU� H[DPSOH�� VRFLDO� VFLHQFH�UHVHDUFKHUV� ZRUNLQJ� ZLWK� LQWHUSUHWLYH� �H�J��� PDQDJHULDO� VWDNHKROGHU� RU� RUJDQL]DWLRQDO�OHJLWLPDF\�� WKHRULHV� RU� UDGLFDO� VWUXFWXUDOLVW� WKHRULHV� �H�J�� SROLWLFDO� HFRQRP\� RI� DFFRXQWLQJ��WKHRULHV� QRUPDOO\� YLHZ� WKH� ZRUOG� WKURXJK� D� VRFLDO�FRQVWUXFWLRQLVW� OHQV�� D� ZRUOG� ZKLFK� LV�QRPLQDO�DQG�VXEMHFWLYH� DQG�KHQFH�ZRXOG�HPSOR\� LGHRJUDSKLF� UHVHDUFK�PHWKRGV�VXFK�DV� LQ�GHSWK�LQWHUYLHZV��DFWLRQ�UHVHDUFK��HWKQRJUDSK\��HWKQRPHWKRGRORJ\�DQG�FDVH�VWXGLHV�WR�JDLQ�DQ�XQGHUVWDQGLQJ� RI� VRFLDO� SKHQRPHQD� �VHH�� IRU� H[DPSOH�� 6FDSHQV�� ������� &RQYHUVHO\�� WKRVH�ZRUNLQJ�ZLWK IXQFWLRQDOLVW� �H�J�� HFRQRPLF� DJHQF\�� WKHRULHV� QRUPDOO\� SHUFHLYH� WKH�ZRUOG� DV�µVWUXFWXUHG¶��µUHDO¶�RU�µREMHFWLYH¶�DQG�WKXV�HPSOR\�K\SRWKHWLFR�GHGXFWLYH�PHWKRGRORJLHV�VXFK�DV�ORJLFDO�SRVLWLYLVP�WR�LQYHVWLJDWH��HPSLULFDOO\��VSHFLILF�UHODWLRQVKLSV�XQGHU�WKH�WKHRU\�,Q�SUDFWLFH��KRZHYHU��WKHUH�LV�D�EOXUULQJ�RI�HSLVWHPRORJLFDO�DQG�PHWKRGRORJLFDO�WUDGLWLRQV��,Q�WKH�&65� OLWHUDWXUH�� IRU� H[DPSOH�� WKHUH� DUH�QR�KDUG� DQG� IDVW� UXOHV� DV� WR�ZKHWKHU� D�SDUWLFXODU�WKHRU\�EHORQJV�WR�RQH�SDUDGLJP�RU�DQRWKHU��7KXV��OHJLWLPDF\�WKHRU\�KDV�EHHQ�XVHG�ERWK�LQ�D�µKDUG¶� K\SRWKHWLFR�GHGXFWLYH� VHQVH� �VHH�� IRU� H[DPSOH�� $GDPV� HW� DO�� ������ 'HHJDQ� DQG�*RUGRQ��������1HX�HW�DO���������2¶'Z\HU�DQG�*UD\��������DQG�LQ�D�µVRIW¶�K\SRWKHVLV�VHQVH��*UD\�HW�DO�������E��WR�H[SORUH�WKH�QDWXUH�DQG�FDXVHV RI�&65��� 3DUW�RI�WKH�UHDVRQ�IRU�WKLV�PD\�EH�WKDW�WKH�WKHRULHV�LQ�TXHVWLRQ�DUH�VWLOO�UHODWLYHO\�QHZ��WR�DFFRXQWLQJ��DQG�XQGHU�VSHFLILHG��,I�LW� LV�SRVVLEOH�� IRU�H[DPSOH�� WR�XVH� LQWHUSUHWLYH�UHVHDUFK��H�J��D�FDVH�VWXG\� WR�XQGHUVWDQG RQH�FRPSDQ\¶V�H[SHULHQFHV�LQ�UHODWLRQ�WR�WKH�SUHSDUDWLRQ�RI�LWV�ILUVW�FRUSRUDWH�HQYLURQPHQW�UHSRUW��DQG�IXQFWLRQDOLVW�UHVHDUFK��H�J��WR�WHVW�HPSLULFDOO\�WKH�LQIOXHQFH�RI�FKDQJLQJ�VRFLDO�QRUPV�DQG�YDOXHV�RQ�HQYLURQPHQWDO�GLVFORVXUHV�EDVHG�RQ�D�ODUJH�VDPSOH�RI�FRPSDQLHV��ZKLFK�DUH�IRXQG�WR�KDYH�H[SODQDWRU\ SRZHU��XVLQJ�WKH�VDPH WKHRU\��WKHQ�WKH�WKHRU\�LWVHOI�PD\�QRW�EH�VR�ZHOO�GHILQHG� DV� WR� EHORQJ� H[FOXVLYHO\� WR� RQH� UHVHDUFK� SDUDGLJP�RU� DQRWKHU��7KLV�ZRXOG� VHHP� WR�DSSO\�WR�VRPH�RI�WKH�µPLGGOH�UDQJH¶�WKHRULHV�VXFK�DV�067�DQG�2/7��EXWPXFK�OHVV�VR�LQ�WKH�FDVH� RI� µUDGLFDO¶� WKHRULHV�� VXFK� DV� FODVVLFDO� SROLWLFDO� HFRQRP\� DQG� GHHS� HFRORJ\�� ,Q� RWKHU�ZRUGV�� VRPH� WKHRULHV� DUH� PRUH� µFORVHG¶� WKDQ� RWKHUV� LQ� WHUPV� RI� WKH� UHVHDUFK� WUDGLWLRQV�HPSOR\HG� LQ� H[SORULQJ� WKHLU� UHVSHFWLYH� FRQWULEXWLRQV� LQ� VSHFLILF� DUHDV� RI� LQTXLU\�� 7KXV�� D�SDUWLFXODU�WKHRU\¶V�VXVFHSWLELOLW\�WR�SDUDGLJP�FORVXUH�PD\�EH�D�IXQFWLRQ�RI�WKH�WKHRU\�LQ�WHUPV�RI�LWV�VSHFLILFLW\�DQG�VWDJH�RI�GHYHORSPHQW��VHH��IRU�H[DPSOH��.XKQ���������$�IXUWKHU�UHDVRQ�PD\� WKH� IDFW� WKDW� VRPH� DFFRXQWLQJ DFDGHPLFV�� EHLQJ� PRUH� V\PSDWKHWLF� WR� µEHKDYLRXUDO¶�SHUVXDVLRQV�� KDYH� H[SHQGHG� FRQVLGHUDEOH� HQHUJ\� VLQFH� WKH�PLG� ����V� LQ� JHQHUDWLQJ� D� JUHDW�GLYHUVLW\�RI�DSSURDFKHV�RQ�ERWK�WKHRUHWLFDO�DQG�PHWKRGRORJLFDO�LVVXHV��/DXJKOLQ���������$V�D�UHVXOW�� WKLV� KDG� OHG� WR� WKH� DGRSWLRQ� DQG� DGDSWDWLRQ� RI� WKHRUHWLFDO� DQG� PHWKRGRORJLFDO�DSSURDFKHV�IURP�ERWK�VRFLDO�DQG�SROLWLFDO� WKHRULVWV��XVLQJ�D�UDQJH�RI�GLIIHUHQW�DSSURDFKHV�WR�LPSURYH� RXU� NQRZOHGJH� DQG� XQGHUVWDQGLQJ� RI� DFFRXQWLQJ� SUDFWLFH��0RUHRYHU�� DOWKRXJK� WKLV�EURDG�UDQJH�RI�DSSURDFKHV�KDV�VWUDLQHG�UHODWLRQV�EHWZHHQ�WKH�µEHKDYLRXUDO¶�DQG�µHFRQRPLFV¶�
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VFKRROV��WKHUH�KDV�DOVR�EHHQ�D�JURZLQJ�XVH�RI�µEHKDYLRXUDO¶�DSSURDFKHV�WR�HPSLULFDO�UHVHDUFK��VKDGLQJ�VRPH�RI�WKH�PRUH�GLVWLQFW�GLIIHUHQFHV�EHWZHHQ�WKHVH�WZR�VFKRROV��/DXJKOLQ���������,Q� WKH� SUHVHQW� VWXG\�� WKHUH� LV� D� GHVLUH� WR� DYRLG� WKH� WZR� H[WUHPH� SRVLWLRQV� RI� REMHFWLYLW\��UHDOLVP�� DQG� VXEMHFWLYLW\� �QRPLQDOLVP��� DQG� DGRSW� VRPH� VRUW� RI� µPLGGOH� ZD\¶� DSSURDFK��SHUKDSV� LQ� D� VLPLODU� YHLQ� WR� /DXJKOLQ¶V� ������� FDOO� IRU� µPLGGOH�UDQJH¶� WKLQNLQJ�� ZKLFK� KH�DUJXHV� «� WDNHV� DVSHFWV� RI� >ERWK@� DSSURDFKHV� RQ� WKH� WKHRU\� DQG� PHWKRGRORJ\�GLPHQVLRQV�ZKLOH�WDNLQJ�D�OHVV�GLVPLVVLYH�SHUVSHFWLYH�WR�FULWLTXH�DQG�FKDQJH��7KLV�DSSURDFK�UHFRJQL]HV�D�PDWHULDO�UHDOLW\�GLVWLQFW� IURP�RXU�LQWHUSUHWDWLRQV�ZKLOH� DW� WKH� VDPH� WLPH� GRHV� QRW� GLVPLVV� WKH� LQHYLWDEOH� SHUFHSWLRQ� ELDV� LQ�PRGHOV�RI�XQGHUVWDQGLQJ��,W�DOVR�UHFRJQLVHV�WKDW�JHQHUDOL]DWLRQV�DERXW�UHDOLW\�DUH�SRVVLEOH��HYHQ�WKRXJK�QRW�JXDUDQWHHG�WR�H[LVW��\HW�PDLQWDLQV�WKDW�WKHVH�ZLOO�DOZD\V� EH� µVNHOHWDO¶� UHTXLULQJ� HPSLULFDO� GHWDLO� WR� PDNH� WKHP� PHDQLQJIXO��S�����+\SRWKHWLFR�GHGXFWLYH�PHWKRGRORJ\��VXFK�DV�ORJLFDO�SRVLWLYLVP��UHVXOWV�LQ�ERWK�SDUDGLJP�DQG�WKHRU\� FORVXUH� EHFDXVH� LW� LV� SHUPLWV� RQO\� WKH� XVH� RI� µIDFWV¶� ZKLFK� FDQ� EH� HVWDEOLVKHG� DV�H[LVWLQJ�HPSLULFDOO\��LPSO\LQJ�WKDW�SKHQRPHQD�ZKLFK�DUH�QRW�FDSDEOH�RI�EHLQJ�µPHDVXUHG¶�GR�QRW�H[LVW��� $V�VXFK��DQ\�UHVHDUFK�SURMHFW�ZKLFK�LV�EDVHG�RQ�DQG�UHVWULFWHG�WR�WKLV�PHWKRG�RI�UHVHDUFK�LV�QRW�PXOWL�SDUDGLJP�UHVHDUFK�LQ�D�PHWKRGRORJLFDO�VHQVH��7KH�NH\�LVVXH��KHUH��LQ�WKH�FRQWH[W�RI� WKH�SUHVHQW� VWXG\� LV�ZKHWKHU�� JLYHQ� WKLV�PHWKRGRORJLFDO� FORVXUH�� LW� LV� SRVVLEOH� WR�HPSOR\� WKH� WKUHH�FKRVHQ� WKHRULHV�DV�D�EDVLV� IRU�H[SODLQLQJ�YDULDWLRQV� LQ�&65�&('�EHWZHHQ�FRPSDQLHV�� 3ULRU� HPSLULFDO� UHVHDUFK� VXJJHVWV� WKDW� LW�FDQ �VHH�� IRU� H[DPSOH�� %HONDRXL� DQG�.DUSLN�� ������ LQ� WKH� FDVH� RI� ($7�� 5REHUWV�� 5��� ������ LQ� WKH� FDVH� RI� 067�� 'HHJDQ� DQG�*RUGRQ�� ����� LQ� WKH� FDVH� RI�2/7��� DOWKRXJK� WR�ZKDW� H[WHQW� UHPDLQV�XQFOHDU�SHQGLQJ�PRUH�UHVHDUFK� LQ� WKLV�DUHD��*UD\�HW�DO�� �������� IRU�H[DPSOH��DUJXH� WKDW�VRFLR�SROLWLFDO� IDFWRUV�PD\�ZHOO� VLJQLILFDQWO\� LPSURYH� WKH� PRGHOOLQJ� RI� DVVRFLDWLRQV� ZLWK� &65� EXW� UDLVH� GRXEWV� RYHU�ZKHWKHU�LW�LV�SRVVLEOH�WR�FDSWXUH�WKHP�E\�REVHUYDEOH�VXUURJDWHV�VXFK�WKDW�WKH\�FRXOG�EH�XVHG�LQ�VWDWLVWLFDO�PRGHOOLQJ��1RWZLWKVWDQGLQJ�WKLV�FRQFHUQ��WKHUH�VHHPV�WR�EH�QR�UHDVRQ��D�SULRUL��ZK\�GLIIHUHQW�WKHRULHV�FDQQRW�EH�XVHG�WR�H[SORUH�WKH�VDPH�GDWD�VHW�LI�WKHUH�LV�DFFHSWDQFH�DV�WR�WKH�XQGHUO\LQJ�YHUDFLW\�RI� WKDW�GDWD� 0RUHRYHU��ZKHUH�WKDW�XQGHUO\LQJ�GDWD�VHW�LV�ERWK�FURVV�VHFWLRQDO�DQG�ORQJLWXGLQDO�� LW�FDQ�EH�XVHG��D�� WR� WHVW�SXWDWLYH�DVVRFLDWLRQV�EHWZHHQ�&('�DQG�RWKHU�PHDVXUHG�YDULDEOHV�XVLQJ�K\SRWKHWLFR�GHGXFWLYH�PHWKRGRORJ\�DQG��E��WR�LQWHUSUHW�WUHQGV�LQ�&('�RYHU�WLPH XVLQJ�µVRIW¶�K\SRWKHVLV�IROORZLQJ�*UD\�HW�DO�������E���7KLV�LV�WKH�DSSURDFK�DGRSWHG�LQ�WKH�SUHVHQW�VWXG\���
���� 6XPPDU\�DQG�FRQFOXVLRQV$V�D�UHVXOW�RI�PDQ\�GLIIHUHQW�DSSURDFKHV�WR�WKH�VWXG\�RI�VRFLDO�DQG�HQYLURQPHQWDO�DFFRXQWLQJ�DQG� UHSRUWLQJ�� &65� UHVHDUFK� LV� QHLWKHU� VWUXFWXUHG� QRU� UHSUHVHQWDWLYH� RI� D� SDUWLFXODU�VRFLRORJLFDO�SDUDGLJP��&RQVHTXHQWO\��&65�UHVHDUFK�KDV�\HW�WR�H[SHULHQFH�SDUDGLJP�RU�WKHRU\�FORVXUH�DQG��DV�VXFK��UHPDLQV�RSHQ�WR�D�QXPEHU�RI�GLIIHUHQW�ZRUOG�YLHZV�DV�WR�WKH�QDWXUH�DQG�FDXVHV� RI� &('�� +RZHYHU�� UHVSHFWLQJ� WKH� GLIIHUHQW� PHWD�WKHRUHWLFDO� DVVXPSWLRQV� XQGHU�DOWHUQDWLYH��FRPSHWLQJ�SDUDGLJPV�DQG�DWWHPSWLQJ�WR�GUDZ�RXW�WKH�GLIIHUHQW�LQVLJKWV�RIIHUHG�E\�HDFK� VRXUFH� LV� SUREOHPDWLF�� VXFK� WKDW� VRPH� IRUP� RI� FORVXUH� LV� D� SUDFWLFDO� QHFHVVLW\�ZLWKLQ�LQGLYLGXDO� SLHFHV� RI� UHVHDUFK� 7KH� SUHVHQW� VWXG\� WKXV� DGRSWV� D� PHWKRGRORJLFDO� IUDPHZRUN�
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ZKLFK� UHIOHFWV� D� VWURQJ� IXQFWLRQDOLVW�SRVLWLYLVW� WUDGLWLRQ� LQ� WKH� GHYHORSPHQW� RI� WKHRUHWLFDO�PRGHOV� RU� WKHRULHV� DV� FRQYHQLHQW� DUWHIDFWV� IRU� WKH� JHQHUDWLRQ� RI� REVHUYDEOH� �DQG� WKXV�YHULILDEOH��SUHGLFWLRQV��WKH�YDOLGLW\�RI�ZKLFK�DUH�WHVWHG�WKURXJK�WKH�IRUPXODWLRQ�RI�FRQMHFWXUDO�HPSLULFDO� SURSRVLWLRQV� �L�H�� K\SRWKHVHV��� ,Q� WKLV� FRQWH[W�� HDFK�RI� WKH� WKUHH� WKHRULHV� IRUPDOO\�HPSOR\HG�LQ�WKH�SUHVHQW�VWXG\��L�H��($7��067�DQG�2/7��PD\�EH�VHHQ�DV�SURYLGLQJ�GLIIHUHQW�µOHQVHV¶�WKURXJK�ZKLFK�WR�YLHZ�WKH�VRFLDOO\�FRQVWUXFWHG�DQG�VRFLDOO\�FRQVWUXFWLQJ�SKHQRPHQD�WKDW� LV�&('��7KHVH� OHQVHV�YDU\�ERWK� LQ� WHUPV�RI� WKHLU� OHYHO� RI� UHVROXWLRQ� �L�H�� WKH�GHJUHH� WR�ZKLFK�SKHQRPHQD�DUH�VSHFLILHG�DQG�VSHFLILDEOH��DQG�WKHLU�ILHOG�RI�YLVLRQ��L�H��WKH�SDQRUDPLF�VFRSH�RI�SKHQRPHQD�ZKLFK�DUH�YLHZHG�DQG�YLHZDEOH��EXW�DUH�FRQVLVWHQW�DW�D�OHYHO�RI�DQDO\VLV�ZKLFK� YLHZV� &('� DV� D� WHOHRORJLFDO� LQVWUXPHQW� RI� PDQDJHPHQW�� 7KDW� LV�� WKH� H[HFXWLYH�PDQDJHPHQW�RI�EXVLQHVV�RUJDQL]DWLRQV�XVH�&('�WR�DVVXDJH�FULWLFLVP�IURP�RXWVLGH�LQYHVWRUV��SUHVVXUH�JURXSV��JRYHUQPHQWV�DQG�RWKHUV��VR�WKDW�WKH\�FDQ�EH�OHIW�LQ�SHDFH�WR�FDUU\�RQ�GRLQJ�WKH�MRE�WKH\�KDYH�EHHQ�KLUHG�WR�GR��3DUDSKUDVLQJ�*UD\�HW�DO�� �������S������DW�D�VLPSOH�OHYHO��WKHVH�WKHRULHV�DUH�DWWHPSWLQJ�WR�UHFRJQLVH�WKDW�H[HFXWLYH�PDQDJHPHQW�LV�SULPDULO\�FRQFHUQHG�ZLWK� WKH� FRQWURO� RI� WKHLU� RUJDQL]DWLRQV� DQG� XVH� &('� WR� WKH� H[WHQW� WKDW� WKLV� DLGV� WKHP� WR�DFKLHYH�DQG�PDLQWDLQ�WKDW�FRQWURO��:KHWKHU� WKLV� LV� LQGHHG�WKH�FDVH�LV��DUJXDEO\��RQH�RI�WKH�PRUH�LPSRUWDQW�FRQWULEXWLRQV�ZKLFK�UHVHDUFKHUV�FDQ�PDNH�WR XQGHUVWDQGLQJ�&('�SUDFWLFH��7R�GDWH��UHVHDUFK�ZKLFK�KDV�H[SOLFLWO\WKHRULVHG�DV�WR�WKH�QDWXUH�DQG�FDXVHV�RI�&65��LQFOXGLQJ�&('��KDV�VR�IDU�PDGH�RQO\�D�OLPLWHG�FRQWULEXWLRQ�WR�RXU�XQGHUVWDQGLQJ�RI�&65��*UD\�HW�DO����������7KH�SUHVHQW�VWXG\�VHHNV�WR�DGG�WR� WKDW� XQGHUVWDQGLQJ� E\� HPSOR\LQJ� GLIIHUHQW� WKHRULHV� DV� D� VHW� RI� DQDO\WLFDO� WRROV� WKURXJK�ZKLFK� WR� H[SORUH�� LQWHUSUHW� DQG� H[SODLQ� ERWK� YDULDWLRQV� LQ� &('� EHWZHHQ� ILUPV� �L�H�� FURVV�VHFWLRQDOO\��DQG�WUHQGV�LQ�&('�RYHU�WLPH��L�H��ORQJLWXGLQDOO\���:LWK�WKLV�JRDO�LQ�PLQG��HDFK�RI�WKUHH�SULQFLSDO�WKHRULHV�FKRVHQ�IRU�XVH�LQ�WKH�SUHVHQW�VWXG\�DUH�GHVFULEHG�LQ�PRUH�GHWDLO�LQ�WKH�IROORZLQJ� WKUHH� FKDSWHUV�� UHVSHFWLYHO\�� EHJLQQLQJ� ZLWK� HFRQRPLF� DJHQF\� WKHRU\�� $� EULHI�RYHUYLHZ� RI� WKH� VXSSOHPHQWDU\� WKHRU\� �3($7�� LV� LQFOXGHG LQ� DV� SDUW� RI� WKH� ORQJLWXGLQDO�DQDO\VLV�DW�&KDSWHU����
1RWHV�� $�µVKRSSLQJ�OLVW¶�RI�WKHRULHV�ZKLFK�SRWHQWLDOO\�FRXOG�VHUYH�WR�RIIHU�H[SODQDWLRQV�DV�WR�WKH�QDWXUH�DQG� FDXVHV� RI� &65� LQFOXGH�� DPRQJVW� RWKHUV�� FRVW�EHQHILW� WKHRU\�� UDWLRQDO� FKRLFH� WKHRU\��WUDQVDFWLRQ�FRVW� WKHRU\��XWLOLW\� WKHRU\��FRQWLQJHQF\�WKHRU\��GLIIXVLRQ� WKHRU\�� LQVWLWXWLRQDO� WKHRU\��FRUSRUDWH�JRYHUQDQFH�WKHRU\��GHFLVLRQ�XVHIXOQHVV�WKHRU\��VRFLDO�FRQWUDFWLQJ�WKHRU\��DFFRXQWDELOLW\�WKHRU\��VWDNHKROGHU�WKHRU\��OHJLWLPDF\�WKHRU\�DQG�SROLWLFDO�HFRQRP\�RI�DFFRXQWLQJ�WKHRU\��� $� V\VWHP�PD\� EH� GHILQHG� DV� DQ\� FROOHFWLRQ� RI� LQWHUUHODWHG� SDUWV�� REMHFWV�� WKLQJV� RU� RUJDQLVPV��$EHUFURPELH�HW�DO����������7KXV��WKH�KXPDQ�ERG\�LV�D�V\VWHP�ZLWK�PDQ\�LQWHUUHODWHG�SDUWV�ZKLFK�DOORZ�LW� WR�IXQFWLRQ�QRUPDOO\��$�V\VWHP LV�DOVR�RIWHQ�VHHQ� WR�EH�SXUSRVHIXO�RU� IXQFWLRQDO�� L�H�� LW�FRRSHUDWHV�WRJHWKHU�IRU�WKH�DFKLHYHPHQW�RI�VRPH�SXUSRVH�RU�JRDO��7KH�FRQFHSW�RI�µVRFLDO�V\VWHP¶�UHIHUV� WR� WKH� DQDO\VLV� RI� JURXSV�� LQVWLWXWLRQV� DQG� LQWHU�VRFLDO� HQWLWLHV� DV� ZHOO� DV� LQWHUSHUVRQDO�LQWHUDFWLRQ� EHWZHHQ� DFWRUV� DQG� KDV� EHHQ� XVHG� PRVW� H[SOLFLWO\� LQ� PRGHUQ� IXQFWLRQDOLVP��$EHUFURPELH�HW�DO����������,Q�WKLV�FRQWH[W��µVRFLHW\¶�PD\�EH�SHUFHLYHG�RI�DV�D�VRFLDO�V\VWHP�± D�V\VWHP�ZKLFK�LQFOXGHV�WKH�HFRQRPLF�DQG�ZKLFK�LQWHUDFWV�ZLWK�RWKHU�V\VWHPV�LQFOXGLQJ�WKH�QDWXUDO��HWKLFDO� DQG� PHWDSK\VLFDO� V\VWHPV� ± ZKLFK� LV� GHWHUPLQHG� E\� D� ZKROH� FRPSOH[� RI� VRFLDO�UHODWLRQVKLSV��ULJKWV�DQG�UHVSRQVLELOLWLHV�ZKLFK�RUJDQLVH��GHILQH�DQG�VWUXFWXUH�WKH�ZD\�LQ�ZKLFK�D�VRFLHW\�IXQFWLRQV��*UD\�HW�DO���������� $�GLVFXVVLRQ�RI�WKHVH�GLIIHUHQW�ZRUOG�YLHZV�LV�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\��+RZHYHU��WKRVH� ZLVKLQJ� WR� H[SORUH� TXLWH� GLIIHUHQW� µUHDOLWLHV¶� WR� JLYH� FRQWH[W� WR� WKHLU� RZQ� PD\� ILQG� WKH�DQWKURSRORJLFDO�ZRUNV�RI�&DVWDQHGD��������������������FKDOOHQJLQJ�
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�� 0HWD�WKHRUHWLFDO� DVVXPSWLRQV� DV� XVHG� KHUH� UHIHUV� WR� WKH� JHQHUDO� EDFNJURXQG� RI� SKLORVRSKLFDO�DVVXPSWLRQV��L�H��EHOLHI�V\VWHPV��ZKLFK�SURYLGH�WKH�UXOHV�IRU�WKH�FRQVWUXFWLRQ�RI�WKHRULHV�DQG�WKH�XVH�RI�SDUWLFXODU�UHVHDUFK�PHWKRGV��$EHUFURPELH�HW�DO����������7KLV�LQFOXGHV DVVXPSWLRQV�DERXW�WKH� UHODWLRQVKLS� EHWZHHQ� WKH� UHVHDUFKHU� DQG� WKH�ZRUOG� RXWVLGH� DQG� WKH� QDWXUH� DQG� VWUXFWXUH� RI�VRFLHW\��$W� WKH�RXWVHW�� LW�VKRXOG�EH�XQGHUVWRRG�WKDW� WKH�PHWD�WKHRUHWLFDO�LVVXHV�DGGUHVVHG�LQ�WKLV�FKDSWHU�DUH�PXFK�WRR�FRPSOH[�DQG�FRPSUHKHQVLYH�WR�EH�FRYHUHG�LQ�DQ\�GHSWK�KHUH��$W�EHVW��WKH�SUHVHQW� FKDSWHU� PHUHO\� VNLPV� WKH� VXUIDFH�� 5HIHUHQFHV� DUH�� KRZHYHU�� SURYLGHG� WR� DVVLVW� WKH�LQWHUHVWHG�UHDGHU�LQ�H[SORULQJ�WKHVH�LVVXHV�IXUWKHU��7KLV�LV�QRW�LQWHQGHG�DV�DQ�LQGLFDWLRQ�RI�WKHLU�LPSRUWDQFH��2Q�WKH�FRQWUDU\��DOO�SURIHVVLRQDO�UHVHDUFKHUV�VKRXOG�EH�SURSHUO\�WUDLQHG�LQ�DFTXLULQJ�DQ�XQGHUVWDQGLQJ�RI�WKHVH�LVVXHV�DV�DQ�LQWHJUDO�SDUW�RI�DQ\�IRUPDO�SURJUDPPH�RI�UHVHDUFK��6DGO\��WKLV�UDUHO\�KDSSHQV�LQ�PDLQVWUHDP�DFFRXQWDQF\��ZLWK�WKH�UHVXOW�WKDW�IHZ�UHVHDUFKHUV�LQ�WKLV�ILHOG�KDYH�HLWKHU�WKH�OHYHO�RI�NQRZOHGJH�RU�XQGHUVWDQGLQJ�UHTXLUHG�IRU�D�FULWLFDO��KROLVWLF�XQGHUVWDQGLQJ�RI�ZKDW�WKH\�DUH�GRLQJ�RU�ZK\��� %RWK�DFFRXQWLQJ�DQG�ILQDQFH�DUH�UHODWLYHO\�QHZ�DFDGHPLF�GLVFLSOLQHV��DV�HYLGHQFHG�E\�WKH�IDFW�WKDW�XQWLO�WKH�HQG�RI�WKH�QLQHWHHQWK�FHQWXU\�WKHUH�ZHUH�QR DFFRXQWLQJ�UHVHDUFKHUV�LQ�WKH�XQLYHUVLWLHV�RI�HLWKHU� WKH�86�RU� WKH�8.� �/RZH� HW� DO��� �������+RZHYHU�� FHUWDLQ� DVSHFWV� RI� DFFRXQWLQJ�� VXFK�DV�GRXEOH�HQWU\�ERRNNHHSLQJ��KDYH�EHHQ�DURXQG�IRU�VHYHUDO�FHQWXULHV��$FFRXQWLQJ�KDV�EHHQ�WDXJKW�DW�(XURSHDQ�XQLYHUVLWLHV� VLQFH� WKH� IRXUWHHQWK�FHQWXU\�DQG�ZDV�DQ� LQWHJUDO�SDUW�RI� WKH�PDWKHPDWLFV�WULSRV�DW�WKH�8QLYHUVLWLHV�RI�2[IRUG�DQG�&DPEULGJH��(QJODQG��XQWLO�WKH�QLQHWHHQWK�FHQWXU\��5\DQ�HW�DO����������,Q�PRUH�UHFHQW�WLPHV��ILQDQFH�GHYHORSHG�LQWR�D�VWURQJ�DFDGHPLF�GLVFLSOLQH�LQ�WKH�86��QRWDEO\�DW�WKH�8QLYHUVLW\�RI�&KLFDJR�*UDGXDWH�6FKRRO�RI�%XVLQHVV��DQG�LQ�WKH�8.��SULQFLSDOO\�DW�WKH�/RQGRQ�%XVLQHVV�6FKRRO��� 7KH� WHUPV� µQRUPDWLYH¶� DQG� µSUHVFULSWLYH¶� DUH� XVHG� LQWHUFKDQJHDEO\� WKURXJKRXW� WKLV� DQG� WKH�UHPDLQLQJ�FKDSWHUV��� (VVHQWLDOO\��IURP�WKLV�SHUVSHFWLYH��DOO�WKHRULHV�DUH�YDOXH�ODGHQ��+DQVRQ���������&RQVHTXHQWO\��WKH�ZD\�LQ�ZKLFK�GDWD�LV�µFDSWXUHG¶�DQG�WKH�ZD\�LQ�ZKLFK�DQ�DVVHUWLRQ�LV�µSURYHG¶�RU�µGLVSURYHG¶�YDU\�DFFRUGLQJ� WR� EHOLHI V\VWHPV� ZKLFK� DFFRPSDQ\� WKHRULHV�� 0RUHRYHU�� DV� 7LQNHU� HW� DO�� �������GHPRQVWUDWH�� WKH� µQRUPDWLYH¶� DSSURDFK� �µZKHUH� VKRXOG� ZH� EH"¶�� DQG� WKH� GHVFULSWLYH� DSSURDFK��µZKHUH� DUH� ZH"¶�� DUH� FORVHO\� DVVRFLDWHG� ZLWK� RQH� DQRWKHU�� 6HH� DOVR� .ODDVVHQ� ������� ZKR�FDWHJRULVHV�GHVFULSWLYH�WKHRULHV�LQWR�WZR�W\SHV��WKRVH�ZKLFK�KDYH�D�UDWLRQDO�DSULRULVWLF DSSURDFK�DQG� WKRVH� ZKLFK� XVH� DQ� HPSLULFDO� DSSURDFK�� $OWKRXJK� ERWK� DUH� GHVFULSWLYH� LQ� WKDW� WKH\� VWXG\�DFFRXQWLQJ�SUDFWLFH� µDV� LW� LV¶�� LQ� WKH�FDVH�RI� WKH� IRUPHU� WKH� µGLVFRYHU\¶� RI� UHJXODULWLHV�EDVHG�RQ�REVHUYHG�DFFRXQWLQJ�SUDFWLFHV� OHDGV� WR� WKHRULHV�ZKLFK�DUH�PDGH�SODXVLEOH�E\�UDWLRQDO�UHDVRQLQJ�UDWKHU� WKDQ� WKURXJK� ULJRURXV� HPSLULFDO� WHVWLQJ�� DV� LQ� WKH� FDVH� RI� WKH� ODWWHU� ± KHQFH��.ODDVVHQ¶V�GHVFULSWLRQ� RI� UDWLRQDO� DSULRULVWLF GHVFULSWLYH� WKHRULHV�� ZKLFK� DUH� HVVHQWLDOO\� WKH� VDPH� DV�QRUPDWLYH�D�SULRUL WKHRULHV��� :LWKLQ�WKH�VRFLDO�VFLHQFHV�JHQHUDOO\��WKH�WHUP�µSDUDGLJP¶�KDV�EHFRPH�D�UDWKHU�RYHUXVHG�DQG�PXFK�PLVXQGHUVWRRG�WHUP��)RU�DQ�LQVLJKW�LQWR�ZK\�µSDUDGLJPV¶�DUH�QRW�WKH�QHDW�DQG�WLG\�FRQFHSWV�WKH\�DUH�RIWHQ�DVVXPHG�WR�EH��VHH��IRU�H[DPSOH��.XKQ���������/DNDWRV���������/DNDWRV�DQG�0XVJUDYH��������� )H\HUDEHQG� ������� DQG� *XWWLQJ� �������� 0RUH� GLUHFW� DSSOLFDWLRQV� RI� WKH� FRQFHSW� RI�SDUDGLJPV� LQ� WKH� VRFLDO� VFLHQFHV� FDQ� EH� IRXQG� LQ�%DUQHV� ������� DQG�0RKU� ��������:LWKLQ� WKH�FRUSRUDWH�PDQDJHPHQW�OLWHUDWXUH��0F&DVNH\���������IRU�H[DPSOH��XVHV�WKH�FRQFHSW�RI�µFRQFHSWXDO�PDSV¶�ZKLFK�FRPHV�FORVH�WR�WKH�PHDQLQJ�RI�µSDUDGLJPV¶�DV�XVHG�LQ�WKH�SUHVHQW�VWXG\��� .XKQ¶V��������ZRUN�LV�DOPRVW�HQWLUHO\�EDVHG�RQ�WKH�HDUOLHU�ZRUN�RI�)OHFN���������.XKQ��/DNDWRV��������DQG�)H\HUDEHQG��������DUH�JHQHUDOO\�UHFRJQLVHG�DV� WKH�IRXQGHUV�RI� WKH�µSRVW�HPSLULFLVW¶�VFKRRO�RI�VFLHQWLILF�SKLORVRSK\��DOO�WKUHH�DGRSWLQJ�D�PRUH�RU�OHVV�UHODWLYLVW�SHUVSHFWLYH��ZLWK�ERWK�.XKQ�DQG�/DNDWRV�UHMHFWLQJ�WKH�QRWLRQ�WKDW�DQ\�GLUHFWO\�REVHUYDEOH�SKHQRPHQRQ�FRXOG�UHIXWH�RU�FRQILUP�DQ\�JLYHQ�WKHRU\��5\DQ�HW�DO������������ 7KH� LPSRUWDQFH� RI�.XKQ¶V�ZRUN� LQ� WKLV� UHVSHFW� LV� LWV� FKDOOHQJH� WR� 3RSSHU¶V� ������� WKHVLV� WKDW�NQRZOHGJH� LV�D�FXPXODWLYH�SURFHVV�ZKLFK�PRYHV�HYHU�FORVHU� WRZDUGV�µWKH� WUXWK¶��.XKQ�UHMHFWHG�WKLV�QRWLRQ��DUJXLQJ�WKDW�NQRZOHGJH�DFFXPXODWLRQ��DV�D�VRFLDO�SURFHVV��LV�EHVW�FKDUDFWHUL]HG�E\�D�GLFKRWRPL]DWLRQ� RI� VFLHQWLILF� DFWLYLW\� EHWZHHQ�� RQ� WKH� RQH� KDQG�� µQRUPDO� VFLHQFH¶�� DQG�� RQ� WKHRWKHU�� µH[WUDRUGLQDU\¶� RU� µUHYROXWLRQDU\� VFLHQFH¶� �/HKPDQ�� ������� ,PSRUWDQWO\�� .XKQ¶V�H[SODQDWLRQ� RI� NQRZOHGJH� DFFXPXODWLRQ� HPSKDVLVHV� VRFLRORJLFDO� IDFWRUV�� VXFK� DV� UHVLVWDQFH� WR�FKDQJH��SHUVXDVLRQ��DXWKRULW\��KLHUDUFK\�DQG�UHIHUHQFH�JURXSV��DV�EHLQJ�WKH�UHDO�GHWHUPLQDQWV�RI�
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VFLHQWLILF�EHKDYLRXU��UHIXWLQJ�3RSSHU¶V��������SHUFHSWLRQ�RI�VFLHQFH�DV�D�V\VWHPDWLF��ORJLFDO��DQG�UDWLRQDO� SURFHVV� E\�ZKLFK� QHZ� WKHRULHV� EHFRPH� DFFHSWHG� �%ODXJ�� ������ VHH� DOVR�� IRU� H[DPSOH��5RVH�DQG�5RVH���������$OWKRXJK�.XKQ¶V�FRQFHSWLRQ�RI�WKH�VFLHQWLILF�FRPPXQLW\�DV�SUHGRPLQDQWO\�FRQVHQVXV�RULHQWDWHG� LV� UHIXWHG� E\� QXPHURXV� WKHRULVWV� LQ� VRFLRORJ\� DQG� UHODWHG� GLVFLSOLQHV� �VHH�/HKPDQ�������SS����HW�VHT����LW�KDV�QHYHUWKHOHVV�SURYHG�KLJKO\�YDOXDEOH�LQ�WHUPV�RI�FKDOOHQJLQJ�WKH�QRWLRQ�WKDW�VFLHQWLILF�LQTXLU\�LV�YDOXH�IUHH��SDUWLFXODUO\�LQ�WHUPV�RI�LWV�FRQWULEXWLRQ�WR�D�JURZLQJ�UHFRJQLWLRQ� WKDW� ³«� DOO� UHVHDUFKHUV�� LPSOLFLWO\� RU� H[SOLFLWO\�� DSSURDFK� WKHLU� LQTXLU\� ZLWK� DQ�HSLVWHPRORJLFDO�DIILOLDWLRQ��VHW�RI�EHOLHIV�DQG�YDOXHV�ZKLFK�KDYH�KLVWRULFDO�DQG�VRFLDO�IRXQGDWLRQV´��/HKPDQ�������S�������� 62$7$7$�ZDV� WKH� UHVXOW� RI� WKH� $$$¶V� &RPPLWWHH� RQ� &RQFHSWV� DQG� 6WDQGDUGV� IRU� ([WHUQDO�)LQDQFLDO� 5HSRUWV� GHFLVLRQ� WR� XSGDWH� WKH� $$$¶V� $� 6WDWHPHQW� RI� %DVLF� $FFRXQWLQJ� 7KHRU\�$62%$7���$$$���������)DFHG�ZLWK�D EHZLOGHULQJ�DUUD\�RI�UHVHDUFK�SHUVSHFWLYHV�RQ�DFFRXQWLQJ�PDWWHUV� DQG� ILQGLQJ� VR� PDQ\� FRPSHWLQJ� DFFRXQWLQJ� WKHRULHV�� WKH� FRPPLWWHH� IHOW� FRPSHOOHG� WR�EURDGHQ� WKH� IRFXV� RI� LWV� HQTXLU\� WR� LQFOXGH� WKHRU\� DFFHSWDQFH� �6FKUHXGHU�� ������� $OWKRXJK�ILQDQFLDO�DFFRXQWLQJ�FRQWDLQV�D�ODUJH�QXPEHU�RI�GLIIHUHQW�DQG�RIWHQ�FRPSHWLQJ�WKHRULHV��VHH��IRU�H[DPSOH�� (GZDUGV� DQG�%HOO�� ������+HQGULNVHQ�� ������6WHUOLQJ�� ������� WKH� IRFXV� RI� WKH� SUHVHQW�VWXG\�LV�RQ�WKHRULHV�ZKLFK�DUH�XVHG�WR�H[SODLQ�WKH�EHKDYLRXU�RI�EXVLQHVV�RUJDQL]DWLRQV�LV�UHODWLRQ�WR�WKH��YROXQWDU\��HQYLURQPHQWDO�GLVFORVXUH���� 0DQJRV� DQG� /HZLV� ������� FDOO� IRU� D� VRFLR�HFRQRPLF� DSSURDFK� WR� XQGHUVWDQGLQJ� PDQDJHUV¶�VHOHFWLRQ� RI� DFFRXQWLQJ� SUDFWLFHV�� DUJXLQJ� WKDW� WKH� HFRQRPLF� SDUDGLJP� FDQ� EH�PRGLILHG� LQWR� D�VRFLR�HFRQRPLF�SDUDGLJP� WKDW�KDV� WKH�SRWHQWLDO� WR�EH�PRUH�H[SODQDWRU\�DQG�SUHGLFWLYH� WKDQ� WKH�HFRQRPLF�SDUDGLJP�DORQH��*UD\�HW�DO�� �����E�� LQ�DWWHPSWLQJ� WR�SODFH�HPSLULFDO� LQYHVWLJDWLRQ�RI�&65� LQ� VRPH� VRUW� RI� WKHRUHWLFDO� FRQWH[W�� RIIHU� WKH� IROORZLQJ� FODVVLILFDWLRQ� RI� EURDG� JURXSV� RI�WKHRULHV� FRQFHUQLQJ� RUJDQL]DWLRQ�VRFLHW\� LQIRUPDWLRQ� IORZV�� �L�� GHFLVLRQ� XVHIXOQHVV� WKHRU\��RYHUODSSLQJ�ZLWK����LL���QHR�FODVVLFDO��HFRQRPLF�WKHRU\��DQG���LLL��VRFLDO�DQG�SROLWLFDO�WKHRU\���� 7KH�UHIHUHQFH�WR�VRFLDO�WKHRU\�LV�LQWHQGHG�LQ�LWV�ZLGHU VRFLR�SROLWLFDO�FRQWH[W��FRYHULQJ�D�YDULHW\�RI�VRFLDO� VFLHQFH� GLVFLSOLQHV�� LQFOXGLQJ� HFRQRPLFV� DQG� DFFRXQWLQJ� DQG� H[WHQGLQJ� WR� DOO� DVSHFWV� RI�RUJDQL]DWLRQV�� 7KH� SUHVHQW� VWXG\� LV� FRQFHUQHG� ZLWK� WKH� EHKDYLRXU� RI� WKH� PDQDJHPHQW� RI�RUJDQL]DWLRQV�LQ�UHODWLRQ�WR�WKH�GLVFORVXUH�RI�HQYLURQPHQWDO�LQIRUPDWLRQ�LQ�DQ�RUJDQL]DWLRQ�VRFLHW\�FRQWH[W��7KXV��WKH�DQDO\WLFDO�IUDPHZRUN�RIIHUHG�E\�%XUUHOO�DQG�0RUJDQ��������PD\�EH�DSSOLHG�WR�VXFK�D�VWXG\���� $V�%XUUHOO�DQG�0RUJDQ�SRLQW�RXW��������S�����WKH�IRXU�SDUDGLJPV�DOVR�SURYLGH�D�PDS�IRU�ORFDWLQJ�RQH¶V� RZQ� SHUVRQDO� SUHIHUHQFHV� DQG� YDOXHV� LQ� UHODWLRQ� WR� WKH� QDWXUH� RI� VFLHQFH� DQG�RI� VRFLHW\��LQFOXGLQJ� ZK\� FHUWDLQ� WKHRULHV� DQG� SHUVSHFWLYHV� KDYH� PRUH� SHUVRQDO� DSSHDO� WKDQ� RWKHUV�� 7KLV�KLJKOLJKWV�DQ�LPSRUWDQW�LVVXH��QRWHG�HDUOLHU�LQ WKH�SUHVHQW�VWXG\��WKDW�RXU�LQGLYLGXDO�SHUVSHFWLYHV�DV�WR� WKH� QDWXUH� RI� VFLHQFH� DQG�RI� VRFLHW\� DUH� JRYHUQHG� DV�PXFK�E\�RXU�RZQ�SHUVRQDO�YDOXHV� DQG�EHOLHIV�DV�E\�DQ\WKLQJ�HOVH����� 7KH�SRVLWLYLVWV¶�FRQFHSW�RI�µREMHFWLYLW\¶�LV�HQWLUHO\�DEVHQW�IURP�WKH�DQWL�SRVLWLYLVW�ZD\�RI�WKLQNLQJ��$UULQJWRQ� �������� IRU� H[DPSOH�� VWDWHV�� ³«� IRU� DW� OHDVW� ��� \HDUV� WKH� FRQVHQVXV� YLHZ� >LQ� WKH�SKLORVRSK\� RI� VFLHQFH@� KDV� EHHQ� WKDW� VFLHQFH� LV� SULPDULO\� DQ� DFW� RI� D� UKHWRULFDO� FRPPXQLW\�� D�OLQJXLVWLF�SUDFWLFH��6FLHQWLVWV� WHOO�VWRULHV�� WKH\�DJUHH�XSRQ�D�VHW�RI�VHPLRWLF�UXOHV�� WKH\�HVWDEOLVK�FRQYHQWLRQV�RI�FLYLO�GLVFRXUVH��«�7KXV��WKH�YDOLGLW\�RI�WKH�³WUXWKIXOQHVV´�RI�VFLHQWLILF�GLVFRXUVH�LV�QRW� REMHFWLYHO\� GHWHUPLQHG� �DV� WKURXJK� FRQILUPDWLRQ� E\� D� UHDOLW\� DSDUW� IURP� WKH� VFLHQWLILF�FRPPXQLW\��� EXW�� UDWKHU�� WKURXJK� WKH� OLQJXLVWLF� DQG� VRFLRORJLFDO� SUDFWLFHV� RI� WKH� VFLHQWLILF�FRPPXQLW\�DV�LW�FRQVWUXFWV�LWV�RZQ�³ORFDO�UDWLRQDOLW\´��S������� µ3RVLWLYLVP¶��D�WHUP�ILUVW�XVHG�E\�$XJXVWH�&RPSWH��������D�)UHQFK�VRFLDO�SKLORVRSKHU��KDV�EHHQ�GHVFULEHG�DV WKH�GLUHFW�KHLU�RI�HPSLULFLVP��5\DQ�HW�DO����������&RPSWH�GUHZ�RQ�ERWK�µUDWLRQDOLVW¶�DQG�µHPSLULFLVW¶�WUDGLWLRQV��DUJXLQJ�WKDW�VRFLRORJ\�VKRXOG�EH�VFLHQWLILF�DQG�WKHUHIRUH�VKRXOG�GHDO�RQO\�ZLWK�SURSRVLWLRQV�WKDW�ZHUH�WHVWDEOH�DFFRUGLQJ�WR�WKH�VDPH�SURFHGXUHV�DQG�WHFKQLTXHV�XVHG�LQ�WKH�QDWXUDO�VFLHQFHV��$EHUFURPELH�HW�DO����������+HQFH��SRVLWLYLVP��DV�DQ�HSLVWHPRORJLFDO�GRFWULQH��DVVXPHV� WKDW� NQRZOHGJH� FDQ� RQO\ EH� EDVHG� RQ� REVHUYDWLRQV�� EHLQJ� D� GHYHORSPHQW� RXW� RI�UDWLRQDOLVP DQG�HPSLULFLVP�� WKH� ODWWHU�KROGLQJ� WKDW� WKH�RQO\� VRXUFH�RI�NQRZOHGJH� LV� WKDW�ZKLFK�FRPHV�WR�XV�YLD�RXU�VHQVHV��D�UDWLRQDOH�ZKLFK�LPSOLHG�WKDW�WKH�WUXWK�RI�DQ\�VWDWHPHQW��RWKHU�WKDQ�WKRVH�RI�SXUH�ORJLF��FRXOG�EH�WHVWHG�RQO\�WKURXJK�SHUVRQDO�H[SHULHQFH �/DXJKOLQ���������7KLV�OHDG�WR�D�SUHIHUHQFH�IRU�PHDVXUHPHQW�DQG�TXDQWLILFDWLRQ��WKH�XVH�RI�ZKLFK�ZRXOG�DOORZ�RQO\ DEVROXWH��
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REMHFWLYH� DQG� YDOXH�IUHH� GHVFULSWLRQV� RI� WKH� HPSLULFDO� ZRUOG� DQG� ZKLFK� &RPSWH� FDOOHG�³SRVLWLYLVP¶� �/DXJKOLQ�� ������� 3RVLWLYLVP� KDV� WKUHH� FRUH� EHOLHIV� �(DVWHUE\�6PLWK� HW� DO�� �����SS���������L��WKHUH�LV�D�VLQJOH��REMHFWLYH��H[WHUQDO�UHDOLW\��WKH�SURSHUWLHV�RI�ZKLFK�FDQ�DQG�VKRXOG�EH�PHDVXUHG�WKURXJK�REMHFWLYH�VFLHQWLILF�PHWKRGV�UDWKHU�WKDQ�VXEMHFWLYHO\�LQIHUUHG�LQ�D�PHWDSK\VLFDO�VHQVH� �VXFK� DV� WKURXJK� JXHVVLQJ�� LQWXLWLRQ� RU EHOLHI��� �LL�� WKH� REVHUYHU� LV� LQGHSHQGHQW RI� WKDW�H[WHUQDO� UHDOLW\� DQG� WKXV�RI�ZKDW� LV�EHLQJ�PHDVXUHG� �µWKH� IO\�RQ� WKH�ZDOO¶��� DQG� �LLL�� VFLHQFH� LV�YDOXH�IUHH��L�H��WKH�FKRLFH�RI�ZKDW�DQG�KRZ�WR�VWXG\�SKHQRPHQRQ�FDQ�EH�GHWHUPLQHG�E\�REMHFWLYH�FULWHULD� UDWKHU� WKDQ�E\� VXEMHFWLYH�EHOLHIV� DQG� LQWHUHVWV��:KLOVW�SRVLWLYLVWV�PD\�GLVDJUHH�RYHU� WKH�GHWDLOV��WKH�HVVHQFH�RI�SRVLWLYLVP�LQ�HSLVWHPRORJLFDO�WHUPV�LV�WKDW�³«�WKH�JURZWK�RI�NQRZOHGJH�LV�HVVHQWLDOO\� D� FXPXODWLYH� SURFHVV� LQ� ZKLFK� QHZ� LQVLJKWV� DUH� DGGHG� WR� WKH H[LVWLQJ� VWRFN� RI�NQRZOHGJH� DQG� IDOVH� K\SRWKHVHV� HOLPLQDWHG´� �%XUUHOO� DQG� 0RUJDQ�� ������ S����� 7KXV�� VRPH�SRVLWLYLVWV�EHORQJ�WR�WKH�µYHULILFDWLRQLVWV¶�VFKRRO�ZKLFK�FODLP��³«�K\SRWKHVLVHG�UHJXODULWLHV�FDQ�EH�YHULILHG�E\�DQ�DGHTXDWH�H[SHULPHQWDO�UHVHDUFK�SURJUDPPH´��%XUUHOO�DQG�0RUJDQ��������S�����:LWKLQ�WKLV�VFKRRO�RI�WKRXJKW�ZH�DOVR�ILQG�µORJLFDO�SRVLWLYLVP¶��D�EUDQFK�RI�YHULILFDWLRQLVP�ZKLFK�DUJXHV� WKDW� WKH� VFLHQWLILF�ZRUWK�RI� D�SURSRVLWLRQ� LV� WR�EH� MXGJHG�E\� LWV�YHULILDELOLW\� WR�REVHUYHG�µUHDOLW\¶�� WKH� FRUROODU\� EHLQJ� WKDW� LI� VRPHWKLQJ� FDQQRW� EH� YHULILHG� E\� REVHUYDWLRQ� WKHQ� WKH�SURSRVLWLRQ� LV�PHDQLQJOHVV� �VHH�� IRU� H[DPSOH��$\HU�� ������5\DQ� HW� DO��� �������&RQYHUVHO\�� WKH�µIDOVLILFDWLRQLVWV¶��3RSSHU��������������DUJXH�WKDW��D��WKHRULHV�FDQ�QHYHU�EH�µSURYHQ¶�ZLWK�ILQDOLW\��RQO\� ZHOO�FRUURERUDWHG� E\� H[SHULPHQW� RU� IDWDOO\� µUHIXWHG¶�� EXW� WKDW� WKH\� FDQ� EH� IDOVLILHG ZLWK�ILQDOLW\�DQG��E��D�WKHRU\�ZKLFK�LV�QRW�FDSDEOH��LQ�SULQFLSOH��RI�EHLQJ�UHIXWHG�LV�XVHOHVV����� $QWL�SRVLWLYLVP�� WKH� DQWLWKHVLV� RI� SRVLWLYLVP�� LV� D� GRFWULQH� RI� SKLORVRSK\� ZKLFK� IRFXVHV� RQ�XQGHUVWDQGLQJ UDWKHU� WKDQ� H[SODLQLQJ� RU� SUHGLFWLQJ� REVHUYDWLRQV� RI� WKH� VRFLDO� ZRUOG�� UHMHFWLQJ�FRQFHSWV� VXFK� DV� REMHFWLYLW\� DQG� LQGHSHQGHQFH� DQG� LV� LQIOXHQFHG� SDUWLFXODUO\� E\� 0D[�:HEHU��������������:HEHU��IRU�PDQ\�WKH�IRXQGHU�RI�PRGHUQ�VRFLRORJ\��WRRN�D�FRPSOHWHO\�GLIIHUHQW�YLHZ�WR�&RPSWH��VHH�DERYH���DUJXLQJ�WKDW�RXU�XQGHUVWDQGLQJ�RI�KXPDQ�EHKDYLRXU�FRXOG�QRW�EH�LQIRUPHG�XVLQJ� PHWKRGRORJ\� ERUURZHG� IURP� WKH� QDWXUDO� VFLHQFHV� DV� KXPDQ� EHKDYLRXU� ZDV�� LQ�:HEHU¶V�YLHZ��QRW�VXEMHFW�WR�WKH�VDPH�XQLYHUVDO�ODZV��$EHUFURPELH�HW�DO����������+HQFH��DQWL�SRVLWLYLVWV��SDUWLFXODUO\�QHR�.DQWLDQV�VXFK�DV�6LPPHO���������YLHZ�WKH�VRFLDO�ZRUOG�DV�EHLQJ�YHU\�GLIIHUHQW�IURP� WKH� QDWXUDO� ZRUOG�� 7KH� DQWL�SRVLWLYLVWV¶� FHQWUDO� FULWLTXH� RI� SRVLWLYLVP�� DQG� RI� &RPSWHDQ�WKRXJKW�LQ�JHQHUDO��LV�RI�WKHLU�FODLP�WR�DEVROXWH�WUXWK��VHH��IRU�H[DPSOH��%HUQVWHLQ�������������DQG�+DEHUPDV������D���������7KH�IDFW�WKDW�WKHVH�FULWLFLVPV�KDYH�KDG�OLWWOH�LPSDFW�XSRQ�WKH�FRQWLQXLQJ�SXEOLF�HVWHHP�ZLWK�ZKLFK�WKH�SRVLWLYLVW�VFKRRO�FRQWLQXHV�WR�EH�KHOG�LV�D�VRXUFH�RI�IUXVWUDWLRQ�WR�VRPH� DFFRXQWLQJ� VFKRODUV�� /DXJKOLQ� ������� S������ IRU� H[DPSOH�� DUJXHV� WKDW� WKH� ³«� LQVLJKWV�JHQHUDWHG� WKURXJK�WKHVH�&RPSWHDQ�GHULYDWLYHV�DUH�DV�SDUWLDO�DQG�LQFRPSOHWH�DV�DQ\�RI�WKH�PRUH�µVXEMHFWLYH¶�DSSURDFKHV�«´��VXJJHVWLQJ�WKDW�WKLV�PD\�EH�GXH�WR�³«�RXU�KXPDQ�GHVLUH�IRU�FHUWDLQW\�DQG�D�IDVFLQDWLRQ�ZLWK�VRPHWKLQJ�ZKLFK�FODLPV�WR�EH�DEVROXWH�WUXWK´��$�GLVFXVVLRQ�RI�SRVW� DQG�QRQ�HPSLULFLVW�SKLORVRSK\��ZKLFK�TXHVWLRQV�WKH�UHDOLVP�DQG�WHVWDELOLW\�RI�WKHRULHV��LV�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\�EXW�VHH��IRU�H[DPSOH��)H\HUDEHQG��������+DEHUPDV��������.XKQ��������/DNDWRV��������3RSSHU��������������6FKUHXGHU��������IRU�DQ�LQWURGXFWLRQ�WR�WKH�GHEDWH���� 5HVHDUFKHUV�LQ�DFFRXQWDQF\�WHQG�WR�FRQIXVH�WKH�WHUP�µPHWKRGRORJ\¶�ZLWK�µPHWKRG¶��XVLQJ�WKH�WZR�WHUPV� LQWHUFKDQJHDEO\�� VXJJHVWLQJ� WKH\� DUH� RQH� DQG� WKH� VDPH�� +RZHYHU�� PHWKRGRORJ\�� LQ� LWV�SKLORVRSKLFDO� VHQVH�� UHIHUV� WR� WKH� VWXG\ RI� PHWKRGV�� ZKHUHDV� PHWKRG UHIHUV� WR� WKH� SDUWLFXODU�UHVHDUFK�DSSURDFK�XVHG� WR�LQYHVWLJDWH�DQG�OHDUQ�DERXW�VRFLDO�SKHQRPHQD��,Q�WKH�VRFLDO�VFLHQFHV��µPHWKRGRORJ\¶�KDV�EHHQ�GHILQHG�DV�WKH�UDWLRQDOH�IRU�DFFHSWLQJ�RU�UHMHFWLQJ�VFLHQWLILF�WKHRULHV�RU�K\SRWKHVHV��%ODXJ������������ ,W� LV� LPSRUWDQW�QRW� WR�FRQIXVH� µSRVLWLYLVP¶� LQ�DQ�RQWRORJLFDO� VHQVH�ZLWK�SRVLWLYLVW�PHWKRGRORJ\��3RVLWLYLVP��LQ�DQ�RQWRORJLFDO VHQVH��ZKHQ�DSSOLHG�WR�WKH�VRFLDO�ZRUOG��HIIHFWLYHO\�WUHDWV�WKH�VRFLDO�ZRUOG� DV� LI� LW� EHKDYHV� LQ� WKH� VDPH� ZD\� DV� WKH� QDWXUDO� ZRUOG�� DVVXPLQJ� WKH� H[LVWHQFH� RI� DQG�VHDUFKLQJ�IRU�XQLYHUVDO�ODZV�ZKLFK�SUH�RFFXSLHG�PDQ\�RI�WKH�UHQRZQHG�QDWXUDO�VFLHQWLVWV�VXFK�DV�*DOLOHR�*DOLOHL��&KDUOHV�'DUZLQ�DQG�$OEHUW�(LQVWHLQ��3RVLWLYLVW�PHWKRGRORJ\��RQ�WKH�RWKHU�KDQG��LV�GRPLQDWHG� E\� WKH� XVH� RI� QRPRWKHWLF� PHWKRGRORJLHV� ZKLFK� SODFH� HPSKDVLV� RQ� WKH� WHVWLQJ� RI�K\SRWKHVLV�LQ�DFFRUGDQFH�ZLWK�FDQRQV�RI�VFLHQWLILF�ULJRXU �%XUUHOO�DQG�0RUJDQ��������S�����%RWK�WKHVH� UHVHDUFK� WUDGLWLRQV�GRPLQDWH� WKH�QDWXUDO� DQG� VRFLDO� VFLHQFHV� DOWKRXJK� WKHUH� LV�QR�D�SULRULUHDVRQ�ZK\�WKLV�VKRXOG�EH�VR�
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��� 7KH�SUHVHQW�IL[DWLRQ�ZLWK�HPSLULFDO�UHVHDUFK�LQ�PDLQVWUHDP�DFFRXQWLQJ�DQG�ILQDQFH�LV�D�UHODWLYHO\�UHFHQW�SKHQRPHQRQ� �0DWWHVVLFK���������3ULRU� WR� WKH�����V�� µQRUPDWLYH¶� WKLQNLQJ�DQG� WKHRUL]LQJ�UXOHG�VXSUHPH��5\DQ�HW�DO���������VXJJHVW�WKDW�YDULRXV�IDFWRUV�FRQWULEXWHG�WR�WKH�ULVH�LQ�SRSXODULW\RI� HPSLULFDO� UHVHDUFK� LQ� DFFRXQWLQJ�� LQFOXGLQJ� GHYHORSPHQWV� LQ� FRPSXWHU� WHFKQRORJ\� DQG� WKH�LQFUHDVLQJ� QXPEHU� RI� DFFRXQWLQJ� IDFXOWLHV�� HVSHFLDOO\� LQ� WKH� 86�� ZLWK� DQ� HFRQRPLFV� DQG�RU�TXDQWLWDWLYH�EDFNJURXQG�DQG�OLWWOH�RU�QR�DFFRXQWLQJ�H[SHULHQFH��/DXJKOLQ��������RIIHUV�D�GLIIHUHQW�OLQH�RI� WKRXJKW� VXJJHVWLQJ� WKDW� WKHUH�ZDV�� LQ� DQDORJRXV� WHUPV�� D� µWLVVXH� UHMHFWLRQ¶�RI�QRUPDWLYH�LGHDV� LQ� DFFRXQWLQJ� SUDFWLFH�� DV�ZHOO� DV� SUHVVXUH� IURP� ERWK� WKH� µHFRQRPLFV¶� DQG� µEHKDYLRXUDO¶�VFKRROV�RI�DFFRXQWLQJ�UHVHDUFK�IRU�JUHDWHU�HPSLULFDO�XQGHUVWDQGLQJ�RI�DFFRXQWLQJ��7KH�LQFUHDVH�LQ�HPSLULFDOO\�EDVHG�UHVHDUFK�KDV�VHHQ�WKH�GHYHORSPHQW�RI�KLJKO\�VRSKLVWLFDWHG�VWDWLVWLFDO�WHFKQLTXHV�DQG�ULJRURXV�K\SRWKHVLV�WHVWLQJ��0DWWHVVLFK������D��DUJXHV�WKDW�SDUW�RI�WKH�UHDVRQ�IRU�FRQWLQXLQJ�WKLV� VRUW�RI� UHVHDUFK��GHVSLWH� LWV� OLPLWDWLRQV�� OLHV� LQ� WKH�QHHG� IRU�FRQILUPDWLRQ��ZKLFK��JLYHQ� WKH�UHODWLYH� LQWHOOHFWXDO� VFLHQWLILF� LPPDWXULW\� RI� DFFRXQWLQJ�� LV� D� QHFHVVDU\� SUHUHTXLVLWH� IRU� IXUWKHU��GHHSHU�XQGHUVWDQGLQJ��+RZHYHU��0DWWHVVLFK� �����D��DOVR�DVVHUWV� WKDW� WKH�SRRU� WUDLQLQJ�JLYHQ� WR�DFFRXQWLQJ� UHVHDUFKHUV� KDV� DOORZHG� WKHP� WR� HTXDWH� VWDWLVWLFDO� PHWKRGV ZLWK� VFLHQWLILF�PHWKRGRORJ\��6LPLODUO\��&KULVWHQVRQ��������� LQ�KLV�VFDWKLQJ�FULWLFLVP�RI� WKH�µ5RFKHVWHU�6FKRRO¶��VHH�&KDSWHU�����DVVHUWV�WKDW�PHWKRGRORJ\�KDV�EHHQ�DGRSWHG�E\�DFFRXQWLQJ�UHVHDUFKHUV�ZKHQ�WKH\�DUH�FRQFHUQHG�QHLWKHU�ZLWK�SKLORVRSK\�QRU�ZLWK�ORJLF��EXW�VLPSO\�ZLWK�PHWKRGV��7KLV�FRQIXVLRQ�RYHU�PHWKRGV DQG�PHWKRGRORJ\ FRQWLQXHV� WR� EH� DQ� HYHU\�GD\� RFFXUUHQFH� DPRQJVW� DFFRXQWLQJ�SUDFWLWLRQHUV�DQG�UHVHDUFKHUV��KLJKOLJKWLQJ�WKH�FXUUHQW�SRRU�VWDWH�RI�NQRZOHGJH�RI�WKH�SKLORVRSK\�RI�VFLHQFH�ZLWKLQ�DFFRXQWDQF\���� )XQFWLRQDOLVP�GHYHORSHG�IURP�HDUO\�QLQHWHHQWK�FHQWXU\�VRFLRORJLVWV¶�REVHUYDWLRQV�RI�KRZ�ZHOO�WKH�YDULRXV�HOHPHQWV�RI�D�VRFLHW\�ZHUH�LQWHUGHSHQGHQW��ZLWK�VRFLDO�LQVWLWXWLRQV�IXQFWLRQLQJ�IRU�VRFLHW\�DV�WKH�KHDUW�GRHV�IRU�WKH�ERG\�LQ�FLUFXODWLQJ�WKH�EORRG��$EHUFURPELH�HW�DO����������7KLV�DQDORJ\�ZLWK�WKH�KXPDQ�ERG\�LV�FDUULHG�IXUWKHU�LQ�IXQFWLRQDOLVP��ZLWK�WKH�QRWLRQ�WKDW�VRFLDO�V\VWHPV��OLNH�WKH� ERG\� �DQG� RWKHU� OLYLQJ� RUJDQLVPV��� WHQG� RYHU� WLPH� WRZDUGV� D� VWDWH� RI� HTXLOLEULXP� �RU�KRPRHRVWDVLV���$EHUFURPELH�HW�DO���������S������GHILQH�IXQFWLRQDOLVP�DV�D�SHUVSHFWLYH�ZKLFK�³«�DFFRXQWV� IRU� D� VRFLDO� DFWLYLW\� E\� UHIHUULQJ� WR� LWV� FRQVHTXHQFHV� IRU� WKH� RSHUDWLRQ� RI� VRPH�RWKHU�VRFLDO�DFWLYLW\�� LQVWLWXWLRQ��RU�VRFLHW\�DV�D�ZKROH´��2QH�H[DPSOH�RI�WKH�IXQFWLRQDOLVW�DUJXPHQW�LV�WKDW� VRFLHWLHV� KDYH� FHUWDLQ� QHHGV� ZKLFK�PXVW� EH�PHW� LI� VRFLHW\� LV� WR� VXUYLYH�� ZLWK� LQVWLWXWLRQV�VHUYLQJ� WKH� IXQFWLRQ� RI�PHHWLQJ� WKRVH� QHHGV� �$EHUFURPELH� HW� DO��� �������2QH� RI� WKH� FULWLFLVPV�OHYHOOHG�DW�IXQFWLRQDOLVP�LV�WKH�DUJXPHQW�WKDW�LW�FDQQRW�H[SODLQ�H[WUHPH�IRUPV�RI�VRFLDO�FRQIOLFW�VXFK�DV�ZDUV�DQG�UHYROXWLRQV�JLYHQ�WKDW�LW�SHUFHLYHV�RI�VRFLHW\�DV�D�XQLWDU\�HQWLW\��ERQGHG�E\�VRFLDO�LQWHJUDWLRQ�DQG�WKH�KDUPRQLRXV�HIIHFW�RI�FRPPRQ�YDOXHV��,Q�UHSO\��IXQFWLRQDOLVWV�KDYH�DUJXHG�WKDW�VRFLDO�FRQIOLFW�PD\�DFWXDOO\�KDYH�D�SRVLWLYH�IXQFWLRQ�LQ�UHODWLRQ�WR�VRFLDO�RUGHU��$EHUFURPELH�HW�DO������������ 2QWRORJLFDOO\��PDQ\� VRFLDO� VFLHQWLVWV� �SDUWLFXODUO\� HFRQRPLVWV� DQG�DFFRXQWLQJ� UHVHDUFKHUV�� WUHDW�WKH�VRFLDO�ZRUOG�DV�LI�LW�EHKDYHV�LQ�H[DFWO\�WKH�VDPH�ZD\�DV�WKH�QDWXUDO�ZRUOG��QRWDEO\�YLD�WKH�XVH�RI�µTXDVL�H[SHULPHQWDO¶�UHVHDUFK�WHFKQLTXHV�DQG�µFRQWURO�JURXSV¶��ZKLFK�DUH�YHU\�SRSXODU�DPRQJVW�UHVHDUFKHUV�FRPPLWWHG�WR�SRVLWLYLVW�PHWKRGRORJ\��&RQYHUVHO\��RWKHUV�DUJXH�WKDW�SHRSOH�FDQQRW�EH�WUHDWHG� DV� QDWXUDO� VFLHQWLILF� REMHFWV� EHFDXVH� WKH\� DUH� VHOI�LQWHUSUHWLYH� EHLQJV� ZKR� FUHDWH�LQVWLWXWLRQDO�VWUXFWXUHV�DURXQG�WKHP��+DEHUPDV����������� )RU� DQ� LOOXVWUDWLRQ� RI� WKLV� VHH�� IRU� H[DPSOH��&KXD¶V� ������� SS����� HW� VHT��� FRPSDULVRQ�RI� WZR�SLHFHV� RI� UHVHDUFK� �%RODQG� DQG� 3RQG\�� ������ 'HPVNL� DQG� )HOWKDP�� ������ ZKLFK� DSSO\� TXLWH�GLIIHUHQW� VRFLDO�ZRUOG� YLHZV� �RQH� PDLQVWUHDP�� WKH� RWKHU� LQWHUSUHWLYH�� WR� WKH� VDPH� DFFRXQWLQJ�SKHQRPHQRQ���� $�QXPEHU�RI�DOWHUQDWLYH�VFKHPDV�IRU�WKH�FODVVLILFDWLRQ�RI�DFFRXQWLQJ�WKHRULHV�KDYH�EHHQ�SURSRVHG��VHH�� IRU� H[DPSOH��$$$�� ������ %HONDRXL�� ������'DYLV� HW� DO��� ������ /DXJKOLQ� DQG�*UD\�� ������/DXJKOLQ� DQG�3X[W\�� �������7KH� VFKHPD�SUHVHQWHG� E\�*UD\� HW� DO��� ������� LV� EURDGO\� VLPLODU� WR�WKHVH�RWKHU�DOWHUQDWLYHV���� 'XULQJ� WKH� HDUO\� \HDUV� RI� DFFRXQWLQJ� UHVHDUFK� LQ� WKH� ����V� DQG� ����V� WZR� TXLWH� GLIIHUHQW�DSSURDFKHV� EHJDQ� WR� HPHUJH�� ,Q� WKH�8.��ZKHUH� DFFRXQWLQJ� UHVHDUFK�ZDV� VWLOO� LQ� LWV� HPEU\RQLF�VWDJH�� DFFRXQWLQJ� UHVHDUFKHUV� WUDLQHG� LQ� HFRQRPLFV� DQG� HFRQRPLVWV� IRFXVHG� WKHLU� HIIRUWV� RQ�GHULYLQJ�PRGHOV�RI�µWUXH�LQFRPH¶�XQGHU�WKH�+LFNVLDQ��+LFNV��������FRQFHSW�RI�HFRQRPLF�LQFRPH��L�H��FDSLWDO�PDLQWHQDQFH���&RQYHUVHO\��LQ�WKH�86��ZKHUH�DFFRXQWLQJ�ZDV�DQ�HVWDEOLVKHG�XQLYHUVLW\�
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VXEMHFW�LQ�LWV�RZQ�ULJKW��DFFRXQWLQJ�UHVHDUFKHUV�VWXGLHG�H[LVWLQJ�DFFRXQWLQJ�SUDFWLFHV�DV�D�SRWHQWLDO�VRXUFH�IRU�WKH�HVWDEOLVKPHQW�RI�WKHRUHWLFDO�SULQFLSOHV���� 7KH�+LFNVLDQ��+LFNV��������FRQFHSW�RI�HFRQRPLF�LQFRPH��L�H��FDSLWDO�PDLQWHQDQFH��SOD\V�D�FHQWUDO�UROH�LQ�GHILQLQJ�µWUXH¶�DFFRXQWLQJ�PHDVXUHV�RI�LQFRPH�DQG�ZHDOWK��%ULHIO\�VWDWHG��+LFNV�GHILQHG�LQFRPH�DV�WKH�PD[LPXP�ZKLFK�D�SHUVRQ��RU�RUJDQL]DWLRQ��FDQ�FRQVXPH�LQ�D�JLYHQ�SHULRG�ZLWKRXW�UHGXFLQJ� WKH� VWRFN� RI� ZHDOWK� H[LVWLQJ� DW� WKH� VWDUW� RI� WKH� SHULRG�� 7KXV�� LQFRPH� UHSUHVHQWV� WKH�GLIIHUHQFH�EHWZHHQ�DOWHUQDWLYH�PHDVXUHV�RI�ZHDOWK�DW�WZR�PRPHQWV�LQ�WLPH��&RQVHTXHQWO\��D�NH\�DVSHFW�RI�WKLV�DSSURDFK�WR�WKH�PHDVXUHPHQW�RI�LQFRPH�LV�WKH�EDVLV��RU�EDVHV��RQ�ZKLFK�HFRQRPLF�ZHDOWK�LV�PHDVXUHG��:KLOVW�WKH�DFTXLVLWLRQ�FRVW RU�KLVWRULFDO�FRVW RI�JRRGV�DQG�VHUYLFHV�KDV�ORQJ�EHHQ�D� IXQGDPHQWDO� DFFRXQWLQJ�SULQFLSOH�� DGYRFDWHV�RI� VRPH�IRUP�RI� µWUXH¶�PHDVXUH�RI� LQFRPH�KDYH�JHQHUDOO\�EHHQ�RI�WKH�YLHZ�WKDW�FXUUHQW�SULFH�LQIRUPDWLRQ LV�PRUH�XVHIXO�WR�XVHUV�LQ�PDNLQJ�HFRQRPLF�GHFLVLRQV��VHH��IRU�H[DPSOH��(GZDUGV�DQG�%HOO��������6WHUOLQJ���������+HQFH��WKHRULHV�IURP�WKH�µWUXH�LQFRPH�GHGXFWLYH¶�VFKRRO�KDYH�QRUPDOO\�SURYLGHG�VRPH�IRUP�RI�DOWHUQDWLYH�WR�WKH�KLVWRULFDO� FRVW� SULQFLSOH�� VXFK� DV� FXUUHQW� SXUFKDVLQJ� SRZHU� �VHH�� IRU� H[DPSOH�� -RQHV�� �������UHSODFHPHQW�FRVW�DFFRXQWLQJ��VHH��IRU�H[DPSOH��5HYVLQH��������DQG�SUHVHQW�YDOXH�DFFRXQWLQJ��VHH��IRU�H[DPSOH��6RORPRQV����������� $FFRXQWLQJ� µWHFKQLTXHV¶�� µSURFHGXUHV¶� DQG� µSUDFWLFHV¶� DUH� XVHG� LQWHUFKDQJHDEO\� WR� GHVFULEH�FRPSXWDWLRQDO�DOJRULWKPV�XVHG�RU�VXJJHVWHG�LQ�WKH�SUHSDUDWLRQ�RI�ILQDQFLDO�DFFRXQWLQJ�VWDWHPHQWV��:DWWV�DQG�=LPPHUPDQ���������µ$FFRXQWLQJ�VWDQGDUGV¶�UHSUHVHQW�DFFRXQWLQJ�µSURFHGXUHV¶�ZKLFK�KDYH� EHHQ� HVWDEOLVKHG� DV� VWDQGDUG� RU� UHFRPPHQGHG� DFFRXQWLQJ� SUDFWLFH� E\� DXWKRUDWLYH ERGLHV�VXFK�DV�&&$%��)$6%�DQG�,$6%���� 7KLV�GRHV�QRW�PHDQ�WKDW�µQRQ�SULFHG¶�VRFLDO�DQG�HQYLURQPHQWDO�LVVXHV�KDYH WR�EH�H[FOXGHG�IURP�WKH�FDOFXODWLRQ�RI�LQFRPH��%\�FKDQJLQJ�RXU�GHILQLWLRQ�RI�µFDSLWDO¶�IURP�D�SXUHO\�HFRQRPLF�RQH�WR�RQH�WKDW�LV�EDVHG�RQ�WKH�PDLQWHQDQFH�RI�VRFLDO��KXPDQ�DQG�HQYLURQPHQWDO�FDSLWDO�DV�ZHOO��ZH�FDQ�µIDFWRU� LQ¶� WKHVH� RWKHU� FRQFHSWV� RI� FDSLWDO� WR� GHULYH� DOWHUQDWLYH�� PRUH� KROLVWLF� IRUPV� RI� VRFLDO�DFFRXQWLQJ��+RZHYHU��WKH�SUHVHQW�EDVLV�RI�GHWHUPLQLQJ�DFFRXQWLQJ�LQFRPH��ZLWK�LWV�IRFXV�RQ WKH�PDLQWHQDQFH� RI� PRQH\� FDSLWDO� �DQG� WKHUHIRUH� WKDW� ZKLFK� KDV� D�PDUNHW� SULFH�� FOHDUO\� GRHV� QRW�PDLQWDLQ� WKHVH� RWKHU� IRUPV� RI� VRFLDO� DQG� HQYLURQPHQWDO� FDSLWDO� DQG� WKHUHIRUH�� LQ� WKLV� FRQWH[W��RYHUVWDWHV� DFFRXQWLQJ� LQFRPH� �VHH�� IRU� H[DPSOH��%HEELQJWRQ�DQG�7DQ��������������%HEELQJWRQ�DQG�*UD\��������������������%HEELQJWRQ�HW�DO���������*UD\�����F��������*UD\�HW�DO���������*UD\�DQG�%HEELQJWRQ��������������+RZHV��������������5XEHQVWHLQ���������������� 7KH�VKLIW�DZD\�IURP�D�SULRUL�UHVHDUFK�WR�UHVHDUFK�ZKLFK�FRQVLGHUV�DW�WKH�RXWVHW WKH�QHHGV�RI�XVHUV�RI� ILQDQFLDO� VWDWHPHQWV�ZDV� FOHDUO\� D�PDMRU� VKLIW� LQ� DFFRXQWLQJ� WKRXJKW��%URDGO\� VSHDNLQJ�� WKH�DGYRFDWHV� RI� D� GHFLVLRQ�XVHIXOQHVV� DSSURDFK� DUJXH� WKDW� WKH� SULPH� TXHVWLRQ� ZKLFK� KDG� WR� EH�DGGUHVVHG� E\� UHVHDUFKHUV� FHQWUHG� RQ WKH� REMHFWLYHV� RI� ILQDQFLDO� VWDWHPHQWV� DQG� WKDW� WKLV�ZRXOG�UHTXLUH�DQVZHUV� WR� WKH� IROORZLQJ�TXHVWLRQV��ZKR�DUH� WKH�XVHUV�RI� ILQDQFLDO�VWDWHPHQWV"��KRZ�GR�WKH\�JR�DERXW�PDNLQJ�GHFLVLRQV"¶�DQG��ZKDW�DUH�WKHLU�LQIRUPDWLRQ�QHHGV"��� ,W�LV�LPSRUWDQW�WR�DSSUHFLDWH WKH�GLIIHUHQFH�EHWZHHQ�WKH�µIDFWXDO¶�DVSHFW�RI�WKLV�VWDWHPHQW�DQG�WKH�XQGHUO\LQJ�QRUPDWLYH� DJHQGD��7KH�DVVXPSWLRQ� WKDW�DFFRXQWLQJ� LQIRUPDWLRQ� LV�XVHIXO� �RU�QRW�� WR�LQYHVWRUV� DQG� FUHGLWRUV� VHUYHV� DV� D� EDVLV� IRU� HPSLULFDO� UHVHDUFK� XVLQJ� K\SRWKHWLFR�GHGXFWLYH�PHWKRGV��YHULILFDWLRQLVP�RU�IDOVLILFDWLRQLVP���+RZHYHU��WKLV�LV�TXLWH�GLIIHUHQW�IURP�MXVWLI\LQJ�WKH�DVVXPSWLRQ� LWVHOI��(PSLULFDO� UHVHDUFK�FDQQRW MXVWLI\� WKH�DVVXPSWLRQ� WKDW�DFFRXQWLQJ�µVKRXOG¶�EH�XVHIXO� WR� LQYHVWRUV� DQG� FUHGLWRUV� VLQFH� WKDW� LV� DQ� D� SULRUL YDOXH� MXGJHPHQW�ZKLFK� FDQ� RQO\� EH�H[SODLQHG�E\�WKH�YDOXH�EDFNJURXQG�RI�WKH�UHVHDUFKHU��:HEHU��������������7KH�:HEHULDQ�SRVLWLRQ�VWULYHV� IRU� D� VHSDUDWLRQ� EHWZHHQ� µREMHFWLYH¶� VFLHQFH� DQG� µVXEMHFWLYH¶� YDOXH� MXGJHPHQWV�� ,W� LV�DUJXDEO\� MXVW� DV� LPSRUWDQW� WR� LQYHVWLJDWH� ZK\� DFFRXQWDQWV� ZRXOG� PDNH� VXFK� QRUPDWLYH�DVVXPSWLRQV�LQ�WKH�ILUVW�SODFH�DV�LW�LV�WR�VWXG\�WKH�µVFLHQWLILF�WUXWK¶�RI�WKRVH�DVVXPSWLRQV��,Q�RWKHU�ZRUGV��UDWKHU�WKDQ�MXVW�IRFXV�RQ�WKH�µHQGV¶�RI�DFFRXQWLQJ�WKHRU\��UHVHDUFKHUV�VKRXOG�DOVR�FRQVLGHU�WKH� µPHDQV¶�� 2I� FRXUVH�� WR� GR� VR� LPSOLFLWO\� UHTXLUHV� WKDW� µYDOXHV¶� EH� UHFRJQLVHG� ZLWKLQ�DFFRXQWDQF\�� VRPHWKLQJ� ZKLFK� SRVLWLYLVWV� �LQ� D� PHWKRGRORJLFDO� VHQVH�� UHMHFW� DV� µQRQ�VFLHQFH¶�JLYHQ� WKDW�YDOXH� MXGJHPHQWV�FDQQRW�EH�VXEMHFWHG� WR�HPSLULFDO�WHVWLQJ��,Q�FRQWUDVW��FULWLFDO�VRFLDO�WKHRULVWV��HVSHFLDOO\�+DEHUPDV�����������������E��KDYH�UHMHFWHG�VWURQJO\�WKH�SRVLWLYLVW�VHSDUDWLRQ�RI�µPHDQV¶�DQG�µHQGV¶��DUJXLQJ�WKDW�LI�WKH�VRFLDO�VFLHQFHV�GHDO�RQO\�ZLWK�RIIHULQJ�WHFKQLFDO�DGYLFH�IRU�WKH�UHDOL]DWLRQ�RI�SUH�JLYHQ�HQGV��µVFLHQFH¶�HIIHFWLYHO\�EHFRPHV�D�SXUHO\�WHFKQLFDO�DIIDLU��7R�PRVW� SUDFWLFLQJ� DFFRXQWDQWV�� WKLV� LV� SHUKDSV� DFFHSWHG� DV� D� JLYHQ�� EXW� LQ� VR�GRLQJ�� WKHUH� LV� DQ�
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XQGHUO\LQJ�QRUPDWLYH DFFHSWDQFH�RI�µZKDW�LV¶��LQ�WHUPV�RI�WKH�VRFLDO�V\VWHP�DQG�WKH�JRDOV�RI�WKDWV\VWHP���DV�EHLQJ�µZKDW�VKRXOG�EH¶��$V�QRWHG�E\�6FKUHXGHU���������+DEHUPDV¶�IHDU�LQ�WKLV�FRQWH[W�LV�WKDW�D�VFLHQFH�ZKLFK�IRFXVHV�RQ�PHDQV�DQG�QRW�HQGV�SURGXFHV�SRZHUIXO�LQVWUXPHQWV�RI�FRQWURO�ZKLOH�DEGLFDWLQJ�UHVSRQVLELOLW\�IRU�LWV�XVH��,�DP�XQDEOH�WR�UHFRQFLOH�WKHVH�GLIIHUHQW�SHUVSHFWLYHV��+RZHYHU��LW�VHHPV�FOHDU��HYHQ�WR�PH��WKDW�WKH�VWDNHV�FRXOG�QRW�EH�KLJKHU�JLYHQ�WKDW�WKH�LVVXH�JRHV�WR�WKH�YHU\�KHDUW�RI�WKH�VRFLDO�VFLHQFHV�DQG�WKH�UROH�DQG�SXUSRVH�RI�VFLHQWLILF�HQTXLU\��$V�VXFK��LQ�WKH� HQG� LW� FRPHV� GRZQ� WR� HDFK� RI� XV� FKRRVLQJ FRQVFLRXVO\� IRU� RXUVHOYHV� ZKLFK� VHW� RI� YDOXHV�VKRXOG�JXLGH�WKH�VHOHFWLRQ�RI�PHWKRGRORJLHV�DQG�WKHRULHV��VXFK�YDOXHV�LQ�WKHPVHOYHV�UHIOHFWLQJ�RXU�SHUFHSWLRQV�RI�WKH�GHJUHH�WR�ZKLFK�WKH�SUHVHQW�VRFLDO�V\VWHP�LWVHOI�VKRXOG�EH�FKDQJHG��7KLV�LVVXH�LV�UHWXUQHG�WR��EULHIO\��LQ�&KDSWHU������� 8QGHU�WKH�(0+��WKH�PDUNHW�IRU�VKDUHV�LV�GHHPHG�WR�EH�HIILFLHQW�ZKHQ�VKDUH�SULFHV�IXOO\�UHIOHFW��L�H��IXOO\�GLVFRXQW��DOO�SXEOLFO\�DYDLODEOH�LQIRUPDWLRQ�DQG��E\�LPSOLFDWLRQ��WKDW�PDUNHW�SULFHV�UHDFW�LQVWDQWDQHRXVO\� WR� QHZ� LQIRUPDWLRQ� LQ� DQ� XQELDVHG� PDQQHU� �)DPD�� ������� ,Q� DQ� DFFRXQWLQJ�FRQWH[W��D�PDUNHW� LV�DOVR�VDLG� WR�EH�HIILFLHQW� LI� LW� LV�DEOH� WR�µVHH� WKURXJK¶�YDULDWLRQV� LQ�UHSRUWHG�FRUSRUDWH�SURILWV�ZKLFK�DUH�GXH�WR�GLIIHUHQFHV�LQ�WKH�FKRLFH�RI�DFFRXQWLQJ�PHWKRGV�RU�VWDQGDUGV�UDWKHU�WKDQ�YDULDWLRQV�LQ�WKH�XQGHUO\LQJ�SURILWDELOLW\��LQ�FDVK�WHUPV��RI�WKH�EXVLQHVV���� 7KHUH�DUH��KRZHYHU�VHULRXV�TXHVWLRQ�PDUNV�RYHU�ZKHWKHU�FXUUHQW�ILQDQFLDO�VWDWHPHQWV�GR�LQ�IDFW�VHUYH�WKH�µUDWLRQDO�GHFLVLRQ�PRGHOV¶�RI�LQYHVWRUV RU�PHHW�WKH�QHHGV�RI�WKH�VWRFN�PDUNHW��VHH��IRU�H[DPSOH��0DFGRQDOG��������3X[W\�DQG�/DXJKOLQ����������� %HQVWRQ� �������� IRU� H[DPSOH�� SURYLGHV� D� FODVVLF� QHR�FODVVLFDO�� IUHH�PDUNHWV� DUJXPHQW� DJDLQVW�FRUSRUDWH� VRFLDO� UHVSRQVLELOLW\� DFFRXQWLQJ�� %DVHG� RQ� KLV� DQDO\VLV�� %HQVWRQ� FRQFOXGHV� WKDW�PDQDJHUV�KDYH�OLWWOH�GLVFUHWLRQ�WR�DFW�RWKHU�WKDQ�LQ�WKH�LQWHUHVWV�RI�VKDUHKROGHUV��������S�����DQG�WKHUHE\�DVVHUWV��³«�LI�FRQFHUQ�IRU�VKDUHKROGHUV�LV�WKH�PRWLYDWLQJ�IDFWRU�EHKLQG�WKLV�DFFRXQWLQJ��WKHUH� LV� QR� UHDVRQ� WR� UHTXLUH� LWV� LQFOXVLRQ� LQ� SXEOLF� UHSRUWV�� 7R� GR� VR�ZRXOG� LPSRVH� FRVWV� RQ�VKDUHKROGHUV�IRU�WKH�EHQHILW�RI�WKRVH�ZKR�FRQWUDFW�ZLWK�LW��H�J��HPSOR\HHV��RU�ZRXOG�VXSSRUW�WKH�YDOXHV� RI� VRPH� JURXSV� LQ� VRFLHW\� �H�J�� DGYRFDWHV� RI� SURJUDPV� WKDW� WKH\� VD\� DUH� VRFLDOO\�UHVSRQVLEOH��RYHU�RWKHUV��VKDUHKROGHUV��FXVWRPHUV�DQG�HPSOR\HHV�´��������S������ ,Q�FRQVLGHULQJ�WKH�TXHVWLRQ�RI�H[WHUQDOLWLHV��L�H��VRFLDO�DQG�HQYLURQPHQWDO�FRVWV�LPSRVHG�RQ�VRFLHW\�ZKLFK�DUH�QRW�UHIOHFWHG� LQ�PDUNHW� SULFHV�� %HQVWRQ� LV� HTXDOO\� GLVPLVVLYH�� FRQFOXGLQJ� WKDW� DFFRXQWLQJ� IRU� VXFK�FRVWV� LV� QRW� MXVWLILHG� RQ� WKH� JURXQGV� WKDW� �D�� WKRVH� ZKR� KDYH� FRQWUDFWXDO� UHODWLRQVKLSV� ZLWK�FRUSRUDWLRQV��L�H��VKDUHKROGHUV��HPSOR\HHV��FXVWRPHUV��FUHGLWRUV�DQG�RWKHUV��DUH�³«�OLNHO\�WR�EH�ZHOO�VHUYHG�E\�WKH�DFFRXQWLQJ�SURFHGXUHV�YROXQWDU\�DGRSWHG�E\�FRUSRUDWH�PDQDJHUV�DQG�GLUHFWRUV´�������� S������ DQG� �E�� WKDW� WKH� SUREOHPV� DVVRFLDWHG� ZLWK� WKH� PHDVXUHPHQW� RI� WKH� QHJDWLYH�H[WHUQDOLWLHV�LPSRVHG�E\�WKH�FRUSRUDWLRQ�RQ�RWKHU�VHFWLRQV�RI�VRFLHW\��L�H��WKRVH�ZKR�GR�QRW�KDYH�FRQWUDFWXDO� UHODWLRQV�ZLWK� LW�� DUH� VR�JUHDW�DV� WR�SODFH� WKLV�³«�RXWVLGH� WKH�VFRSH�RI�DFFRXQWLQJ´��������S�������%HQVWRQ¶V�YLHZV�DUH�VWURQJO\�LQIOXHQFHG�E\�WKH�&KLFDJR�6FKRRO�RI�(FRQRPLFV�DQG�LWV�RIIVKRRW�WKH�5RFKHVWHU�VFKRRO�RI�DFFRXQWLQJ��VHH�&KDSWHU����ZKLFK�JHQHUDOO\�UHJDUG�DQ\�IRUP�RI�UHJXODWLRQ�DV�D�EDG�WKLQJ�DQG�WKDW�WKH�IUHH�PDUNHW�SURYLGHV�WKH�EHVW�VROXWLRQ�IRU�WKH�VXSSO\�RI�DFFRXQWLQJ�LQIRUPDWLRQ���� 7KH� SHUFHSWLRQ� WKDW� LW� LV� KXPDQ� VRFLHW\�ZKLFK� µFUHDWHV�ZHDOWK¶� LV� LQWULQVLFDOO\� DQWKURSRFHQWULF��:HDOWK�LQ�WKLV�FRQWH[W�JHQHUDOO\�UHIHUV�WR�HFRQRPLF��L�H��PRQHWDU\��ZHDOWK��WKH�XQGHUO\LQJ�EHOLHI�V\VWHP� EHLQJ� WKDW� LW� LV� µUDWLRQDO¶� EHKDYLRXU� IRU� LQYHVWRUV� WR� VHHN� WR� PD[LPLVH� WKHLU� ZHDOWK��+RZHYHU�� IURP� DQ� HFRORJLFDO�� 1HR�'DUZLQLDQ� SHUVSHFWLYH�� WKH� RQO\� µUHDO¶�ZHDOWK� LV� WKDW� WR� EH�IRXQG�LQ�QDWXUH��ZLWK�VRFLHWLHV�VLPSO\�DSSURSULDWLQJ�QDWXUDO�ZHDOWK�IRU�WKH�SXUSRVHV�RI�VDWLVI\LQJ�KXPDQ�QHHGV�DQG�ZDQWV��VHH��IRU�H[DPSOH��%LUNLQ�DQG�%DQN�-RUJHQVHQ��������*UD\��������3HDUFH�HW�DO������������ 5DWLRQDO DV�XVHG�KHUH�UHIHUV�WR�EHKDYLRXU�ZKLFK�DFFRUGV�WR�VRPH�VHW�RI�D�SULRUL�UXOHV�RU�SULQFLSOHV�ZKLFK�DUH�FRQVLGHUHG�µUDWLRQDO¶��XVXDOO\�IRU�WKH�SXUSRVH�RI�SUHGLFWLRQ�DQG�H[SODQDWLRQ��2EYLRXVO\��WKLV� LV� D� WDXWRORJLFDO� DUJXPHQW� VLQFH� WKHUH� LV� QR� µREMHFWLYH¶� EDVLV� IRU� GHWHUPLQLQJ� µUDWLRQDO¶�EHKDYLRXU��VXFK�MXGJHPHQWV�EHLQJ�LQKHUHQWO\�YDOXH�ODGHQ��7KLV�WHUP�LV�H[SORUHG�LQ�PRUH�GHWDLO�LQ�&KDSWHU���LQ�WKH�FRQWH[W�RI�HFRQRPLF�DJHQF\�WKHRU\���� $V� QRWHG� LQ� &KDSWHU� ��� LQ� WKH� YDVW� PDMRULW\� RI� FDVHV� &65� LV� WUHDWHG� DV� DQ� DGGHQGXP� WR�FRQYHQWLRQDO�DFFRXQWLQJ��*UD\�HW��DO����������WKH�ODWWHU�DGRSWLQJ��XVXDOO\�LPSOLFLWO\��D�³«�SULVWLQH�OLEHUDO��HFRQRPLF�GHPRFUDF\�YLHZ�RI�WKH�ZD\�VRFLHW\�LV��DQG�VKRXOG�EH��RUJDQLVHG´��*UD\�HW�DO�������S������:KLOVW�PXFK�LV�PDGH�LQ�PDLQVWUHDP�DFFRXQWLQJ�RI�WKH�PHULWV�RI�µSRVLWLYH�DFFRXQWLQJ�
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WKHRU\¶��SDUWLFXODUO\�DV�UHJDUGV�LWV�FRQFHUQ�ZLWK�GHVFULELQJ�µZKDW�LV¶��DV�RSSRVHG�WR�YDOXH�EDVHG��SUHVFULSWLYH� WKHRULHV� RI� µZKDW� VKRXOG� EH¶�� WKH� SHUFHSWLRQ� WKDW� VRFLDO� WKHRULHV�� LQFOXGLQJ� WKH�HFRQRPLF� YDULHW\�� DUH� LQ� VRPH� VHQVH� µYDOXH�IUHH¶� LV� QDwYH�� 7KH� DUJXPHQW� ZLWKLQ� PDLQVWUHDP�DFFRXQWLQJ�IRU�D�IRFXV�RQ�µZKDW�LV¶�LV�GRQH�SDUWO\�EHFDXVH�µZKDW�LV¶�DFFRUGV�ZLWK�D�SUHFRQFHLYHG�YLHZ�RI�µZKDW�VKRXOG�EH¶��7LQNHU�HW�DO������������ 7KH�UHODWLRQVKLS�EHWZHHQ�SUHGLFWLRQ�DQG�H[SODQDWLRQ�GLIIHUV�DV�EHWZHHQ WKH�QDWXUDO�VFLHQFHV�DQG�WKH�VRFLDO�VFLHQFHV��,Q�WKH�IRUPHU��WKH�SUHFLVH�UHODWLRQVKLS�EHWZHHQ�D�ODZ�DQG�D�WKHRU\�³«�LV�WKDW�WKH�ODWWHU�LV�D�KLJKHU�RUGHU�LQWHOOHFWXDO�DUWHIDFW�GHVLJQHG�WR�VXSSO\�DQ�DQVZHU��KRZHYHU�VSHFXODWLYH��WR�WKH�TXHVWLRQ�ZK\"�,Q�WKLV�ZD\�WKHRULHV�GR�QRW�SUHGLFW�± WKDW¶V�WKH�IXQFWLRQ�RI�ODZV´��5RVOHQGHU�������S�������&RQYHUVHO\�� LQ� WKH�VRFLDO�VFLHQFHV�� LQFOXGLQJ�HFRQRPLFV�DQG�DFFRXQWLQJ�� ODZV�DUH�VHHQ�WR�KDYH�PXFK�OHVV�YDOXH�WKDQ�WKHRULHV�GXH�WR�WKH�IDFW�WKDW�WKH�SUHGLFWLYH�FDSDELOLW\�RI�D�WKHRU\�LV� VHHQ� DV� RI�PXFK� OHVV� YDOXH� WKDQ� WKH� DELOLW\� RI� WKHRULHV� WR� H[SODLQ�� RIIHU� XQGHUVWDQGLQJ� DQG�UHVROYH� SUREOHPV�� +RZHYHU�� WKH� GHVLUH� WR� HTXDWH� WKH� VRFLDO� VFLHQFHV� ZLWK� WKH� QDWXUDO� VFLHQFHV�FRQWLQXHV� WR� JHQHUDWH� WKH� EHOLHI� DPRQJVW� ILQDQFH� DQG�DFFRXQWLQJ� WKHRULVWV� WKDW� WKH�REMHFWLYH�RI�DFFRXQWLQJ�WKHRULHV�VKRXOG�EH�WR�ERWK�H[SODLQ DQG�SUHGLFW DFFRXQWLQJ�SUDFWLFH��VHH��IRU�H[DPSOH��:DWWV� DQG� =LPPHUPDQ�� ������� ,QGHHG�� WKH� IRFXV� RI� PXFK� RI� PRGHUQ� DFFRXQWLQJ� UHVHDUFK�FRQWLQXHV� WR� EH� RQ� GHVFULELQJ�� H[SODLQLQJ� DQG� SUHGLFWLQJ� WKH� EHKDYLRXU� RI� DFFRXQWDQWV� DQG�PDQDJHUV� UDWKHU� WKDQ� XQGHUVWDQGLQJ WKH� EHKDYLRXU� RI� RUJDQL]DWLRQV� LQ� D� ZLGHU� VRFLR�SROLWLFDO�FRQWH[W� �&KULVWHQVRQ���������7KH�SUHGLFWLYH TXDOLWLHV�RI�D� WKHRU\�DUH�VHHQ�E\�VRPH�WR�RXWZHLJK�FRQFHUQV�RYHU WKH�µUHDOLVP¶�RI�WKH�DVVXPSWLRQV�XQGHUO\LQJ�WKDW�WKHRU\��)ULHGPDQ��������S������RQ�WKH� PHWKRGRORJ\� RI� SRVLWLYH� HFRQRPLFV�� IRU� H[DPSOH�� DUJXHV� WKDW� ³«� WUXO\� LPSRUWDQW� DQG�VLJQLILFDQW�K\SRWKHVHV�ZLOO�EH�IRXQG�WR�KDYH�µDVVXPSWLRQV¶�WKDW�DUH�ZLGHO\�LQDFFXUDWH GHVFULSWLYH�UHSUHVHQWDWLRQV�RI�UHDOLW\��DQG��LQ�JHQHUDO��WKH�PRUH�VLJQLILFDQW�WKH�WKHRU\�WKH�PRUH�XQUHDOLVWLF�WKH�DVVXPSWLRQV´���� /DXJKOLQ� ������� UHIHUV� WR� WKH� HPHUJHQFH� LQ� WKH� DFFRXQWLQJ� OLWHUDWXUH�RYHU� WKH� ODVW� WZR�RU� WKUHH�GHFDGHV�RI�D�QXPEHU�RI�GLIIHUHQW��PDMRU�VFKRROV�RI�WKRXJKW�ZKLFK�KDYH�EHHQ�XVHG�WR�H[SORUH�WKH�QDWXUH�RI�DFFRXQWLQJ�LQ�RUJDQL]DWLRQV�DQG�VRFLHW\��7KHVH�LQFOXGH�WKH�µDFFRXQWLQJ�HFRQRPLVWV¶��VHH��IRU�H[DPSOH��:DWWV�DQG�=LPPHUPDQ���������HWKQRPHWKRGRORJ\��IRU�H[DPSOH��%HUU\�HW�DO����������0DU[LVP��IRU�H[DPSOH��7LQNHU���������*HUPDQ�FULWLFDO�WKHRU\��IRU�H[DPSOH��$UULQJWRQ�DQG�3X[W\��������/DXJKOLQ��������DQG�)UHQFK�FULWLFDO�WKHRU\�DQG�SRVW�VWUXFWXUDOLVP��IRU�H[DPSOH��$UULQJWRQ�DQG�)UDQFLV����������� +HUPHQHXWLFV��LQ�LWV�RULJLQDO�IRUP��LV�D�WKHRORJLFDO�WHUP�FRQFHUQHG�ZLWK�WKH�SUREOHP�RI�UHFRYHULQJ�WKH�µDXWKHQWLF�WUXWK¶�RI�UHOLJLRXV�ZULWLQJV��SDUWLFXODUO\�WKH�ELEOH�WKH�HDUOLHVW�FRSLHV�RI�ZKLFK�SUH�GDWHG� SULQWLQJ� DQG� KDG� WR� EH� SURGXFHG� E\� KDQG�FRS\LQJ� ZKLFK� UHVXOWHG� LQ� QXPHURXV� HUURUV��$EHUFURPELH�HW�DO����������,Q�WKH�FRQWH[W�RI�WKH�VRFLDO�VFLHQFHV��KHUPHQHXWLFV�LV�WKH�WKHRU\�DQG�PHWKRG� RI� LQWHUSUHWLQJ� PHDQLQJIXO� KXPDQ� DFWLRQ� DQG� RZHV� PXFK� WR� WKH� ZRUN� RI� WKH� *HUPDQ�SKLORVRSKHU� DQG� KLVWRULDQ� :LOKHOP� 'LOWKH\� ������������� 'LOWKH\� DUJXHG� WKDW� WKHUH� LV� D� FOHDU�GLIIHUHQFH�EHWZHHQ�WKH�VWXG\�RI�QDWXUH�DQG�WKH�VWXG\�RI�KXPDQ�DFWLRQ��WKH�ODWWHU�UHTXLULQJ�D�VSHFLDO�PHWKRG� RI� DQDO\VLV� EHFDXVH� RI� LWV� DVVRFLDWHG� µOLYHG� H[SHULHQFH¶��'LOWKH\� VXJJHVWHG� WKDW� KXPDQ�DFWLRQ� FDQ� EH� DQDO\]HG� E\� UHIHUHQFH� WR� WKH� RXWORRN� RU ZRUOG�YLHZ� ZKLFK� JLYHV� LW� PHDQLQJ��$EHUFURPELH�HW�DO����������/LNHZLVH��LW� LV�SRVVLEOH�IRU�WKH�VRFLDO�VFLHQWLVW�WR�FRQVWUXFW�D�ZRUOG�YLHZ�EDVHG�RQ�WKH�LQGLYLGXDO�PDQLIHVWDWLRQV�RI�WKDW�ZRUOG��VHH��IRU�H[DPSOH��0DQQKHLP���������7KH�FLUFXODU�UHODWLRQVKLS�EHWZHHQ�D�ZKROH�DQG�LWV�SDUWV�LV�NQRZQ�DV�D�KHUPHQHXWLF�FLUFOH����� 7KH� DVVXPSWLRQ� WKDW� UHDOLW\� LV� D� KXPDQ� FRQVWUXFW� DOVR� KDV� LPSRUWDQW� LPSOLFDWLRQV� IRU� WKH�UHVHDUFKHU��8QGHU� WKH� LQWHUSUHWLYLVW�DSSURDFK� UHVHDUFKHUV�DVVXPH�WKDW� WKH\� WKHPVHOYHV�FRQVWUXFW�UHDOLW\� �VLQFH� LW� LV� DVVXPHG� WKDW� DOO� KXPDQV� FRQVWUXFW� UHDOLW\��ZKLFK� WKH\� EULQJ� WR� WKH� UHVHDUFK�VHWWLQJ�� (UODQGVRQ� HW� DO�� �������� IRU H[DPSOH�� FLWH� DWWHPSWV�PDGH� E\� SHRSOH�ZLWK� RQH� SULPDU\�ODQJXDJH� WR� FRPPXQLFDWH� ZLWK� SHRSOH� ZKRVH� SULPDU\� ODQJXDJH� LV� GLIIHUHQW� DV HYLGHQFH� RI�FRQVWUXFWHG�UHDOLWLHV��,Q�WKLV�FRQWH[W��ODQJXDJH�LV�VHHQ�DV�KDYLQJ�D�FUXFLDO�UROH�LQ�WKH�FRQVWUXFWLRQ�RI� UHDOLW\�� ,Q�RWKHU�ZRUGV�� ODQJXDJH� LV�QRW�RQO\� WKH� LQVWUXPHQW�RI�FRPPXQLFDWLRQ�� LW� LV�DOVR� WKH�LQVWUXPHQW�IRU�JLYLQJ�PHDQLQJ�WR�ZKDW�ZH�H[SHULHQFH��7KH�VFLHQFH�RI�OLQJXLVWLFV�LV�WKXV�LPSRUWDQW�WR�WKRVH�ZKR�EHOLHYH�LQ�WKH�FRQVWUXFWLRQLVW¶V�YLHZ�RI�WKH�ZRUOG����� 7KH� UHFRJQLWLRQ�JLYHQ�E\�VRFLDO�VFLHQWLVWV� WR�³«�WKH�SKHQRPHQRORJ\�RI�HYHU\GD\�OLIH«�´��/HH������� S������ LV� UHIOHFWHG� LQ� WKH� IDPLOLDU� SKUDVH� µWKH� VRFLDO� FRQVWUXFWLRQ� RI� UHDOLW\¶� �%HUJHU� DQG�/XFNPDQQ��������
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��� 5HVHDUFKHUV� ZRUNLQJ� ZLWKLQ� WKH� LQWHUSUHWLYH� SDUDGLJP� JHQHUDOO\� SUHIHU� TXDOLWDWLYH� PHWKRGV� RI�UHVHDUFK� WR� TXDQWLWDWLYH� DOWKRXJK� ERWK�PHWKRGV� FDQ� DQG� DUH� XVHG� LQ� SUDFWLFH� �(UODQGVRQ� HW� DO���������� 7KLV� SUHIHUHQFH� IRU� TXDOLWDWLYH� UHVHDUFK� PHWKRGV� LV� EDVHG� RQ� WKH� SHUFHSWLRQ� WKDW�TXDQWLWDWLYH�PHWKRGV� VHHN� WR� UHGXFH� DVSHFWV� RI� UHDOLW\� WR� VLQJOH�� GLVFUHWH� �PDWKHPDWLFDO�� WHUPV�VXFK�WKDW�PXFK�RI�WKH�ULFK�GHWDLO��DQG�WKXV�LQKHUHQW�PHDQLQJ��LV�ORVW����� ,Q� SKHQRPHQRORJLFDO� VRFLRORJ\�� IRU� H[DPSOH�� :HEHU¶V� FHOHEUDWHG� µSRVWXODWH� RI� VXEMHFWLYH�LQWHUSUHWDWLRQ¶��6FKXW]��������UHIHUV�QRW�WR�WKH�SUHVHQFH�RI�µELDV¶�RU�µRSLQLRQV¶�EXW�WR�WKH�SURFHVVE\�ZKLFK�PHDQLQJ�LV�DVFULEHG�WR�VRPHWKLQJ�E\�KXPDQV��)URP�WKLV�SHUVSHFWLYH��WKH�SULPDU\�WDVN�RI�WKH�VRFLDO�VFLHQWLVW�LV�WR�XQGHUVWDQG� WKH�PHDQLQJ�ZKLFK�DQ�DVSHFW�RI�WKH�VRFLDO�ZRUOG�KDV�IRU�WKH�REVHUYHG�KXPDQ�VXEMHFW��QRW� IRU� WKH�REVHUYHU��/HH���������6LQFH�DOO�VRFLDO�DFWLRQ�FUHDWHV�VRFLDO�UHDOLW\��LW�LV�DUJXHG�WKDW�WKH�ODWWHU�PXVW�DQG�FDQ�RQO\�EH�XQGHUVWRRG�E\�UHIHUHQFH�WR�WKH�VXEMHFWLYH�PHDQLQJV� JLYHQ� WR� WKH� IRUPHU�� ,Q� VKRUW�� E\� XQGHUVWDQGLQJ� D� SHUVRQ¶V� SHUFHSWLRQV� LW� LV� VHHQ� DV�SRVVLEOH�WR�JDLQ�D�VXEMHFWLYH�XQGHUVWDQGLQJ�RI�WKDW�SHUVRQ¶V�EHKDYLRXU��+RZHYHU��LQWHUSUHWDWLRQ�LV�QRW�VHHQ�DV�IL[HG�RU�LPPXWDEOH�EXW�VXEMHFW�WR�LWHUDWLRQ��HDFK�QHZ�LWHUDWLRQ�EULQJLQJ�QHZ�PHDQLQJV�WR�WKH�VDPH�VHW�RI�KXPDQ�DFWLRQV�VXFK�WKDW�RYHU�WLPH��WKURXJK�D�SURFHVV�RI�KHUPHQHXWLF DQDO\VLV��WKH� UHDGLQJ�RI�KXPDQ�EHKDYLRXU�HYROYHV� WR�D�KLJKHU�VWDWH�RI�FRQVLVWHQF\�DQG�KDUPRQ\��VHH�� IRU�H[DPSOH��%HUQVWHLQ��������7D\ORU��������7LFH�DQG�6ODYHQV������������ ,W� LV� QRZ� ZHOO� HVWDEOLVKHG�� IRU� H[DPSOH�� WKDQ� QHLWKHU� FRQYHQWLRQDO� DFFRXQWLQJ� QXPEHUV� QRU�FRQYHQWLRQDO� HFRQRPLF� PHDVXUHPHQW� SURYLGH� D� FRPSOHWH� SLFWXUH� RI� WKH� KXPDQ�� VRFLDO� DQG�HQYLURQPHQWDO�FRQVHTXHQFHV�RI�HFRQRPLF�DFWLYLWLHV�DQG�HYHQWV��VHH��IRU�H[DPSOH��%HEELQJWRQ�HW�DO���������&RQVWDQ]D��������(NLQV��������*UD\������D��3HDUFH�HW�DO������������ 7KH�FRQFHSW�RI�µSOXUDOLVP¶�LQ�DQ�DFFRXQWLQJ�DQG�UHSRUWLQJ�FRQWH[W�UHSUHVHQWV�D�PDMRU�GLIILFXOW\�WR�WKRVH�RSHUDWLQJ�ZLWKLQ�WKH�IXQFWLRQDOLVW�SDUDGLJP��7KH�ODWWHU�SHUFHLYH�DFFRXQWLQJ�LQIRUPDWLRQ�DV�EHLQJ�XVHG�WR�PHHW�WKH�QHHGV�RI�WKH�SULPDU\�XVHUV�RI�ILQDQFLDO�VWDWHPHQWV��L�H��ILQDQFLDO�LQYHVWRUV�DQG�FUHGLWRUV��7R�VXJJHVW��IRU�H[DPSOH��WKDW�RUJDQL]DWLRQDO�VWDNHKROGHUV�KDYH�D�PRUDO�RU�QDWXUDO�ULJKW WR� LQIRUPDWLRQ� EH\RQG� OHJDO� RU� TXDVL�OHJDO� ULJKWV� �VHH�� IRU� H[DPSOH�� *UD\� HW� DO��� �������LUUHVSHFWLYH�RI�WKH�DQ\�XWLOLW\�IXQFWLRQ��LV�SUREOHPDWLFDO�WR�WKRVH�ZLWK�D�VWUXFWXUHG��SUDJPDWLF�YLHZ�RI�WKH�VRFLDO�ZRUOG��VHH��IRU�H[DPSOH��6WHUQEHUJ��������LQ�WKH�FRQWH[W�RI�VWDNHKROGHU�WKHRU\���7KH�XQGHUO\LQJ� PHWD�WKHRUHWLFDO� DVVXPSWLRQV� DERXW� WKH� QDWXUH� RI� VRFLHW\� UHPDLQ� µIXQFWLRQDOLVW¶��VRFLHW\� EHLQJ� µUHJXODWHG¶� WR� SUHVHUYH� WKH� VWDWXV� TXR�� ,VVXHV� RI� VRFLDO� MXVWLFH�� GHPRFUDF\� DQG�DFFRXQWDELOLW\� FDQQRW� EH� VHULRXVO\ DFFRPPRGDWHG� ZLWKLQ� WKH� IXQFWLRQDOLVW� SDUDGLJP� VLQFH� WKLV�LPSOLHV� UHPRYLQJ� PDQ\� RI� WKH� VWUXFWXUDO� IXQFWLRQDOLVW� DVVXPSWLRQV� XQGHUO\LQJ� WKH� SUHVHQW�ILQDQFLDO�UHSRUWLQJ�IUDPHZRUN���� 7KH�)UDQNIXUW�6FKRRO�UHIHUV� WR�DQ� LQIOXHQWLDO�PRYHPHQW� LQ�PRGHUQ�VRFLRORJ\��JHQHUDOO\�VHHQ�DV�µQHR�0DU[LVW¶�DQG�EDVHG�RQ�D�JURXS�RI�VRFLDO�VFLHQWLVWV�RULJLQDOO\�HPSOR\HG�DW�WKH�8QLYHUVLW\�RI�)UDQNIXUW��*HUPDQ\�GXULQJ�WKH�ILUVW�KDOI�RI�WKH�WZHQWLHWK�FHQWXU\��$EHUFURPELH�HW�DO������������� +HOG� �������YLHZV�FULWLFDO� VRFLDO� WKHRU\�DV� D�GLYHUVH�ERG\�RI� WKRXJKW��FHQWUHG�DURXQG� IRXU�NH\�FKDUDFWHUV� �+RUNKHLPHU�� $GRUQR�� 0DUFXVH� DQG� PRUH� UHFHQWO\�� +DEHUPDV��� ,Q� WKH� VSHFLILF�GLVFLSOLQH� RI� DFFRXQWLQJ�� µFULWLFDO� DFFRXQWLQJ� UHVHDUFK¶� DQG� µFULWLFDO� WKHRULVWV¶� KDYH� FRPH� WR�EH�XVHG�LQ�VR�PDQ\�GLIIHUHQW�FRQWH[WV�WKDW�WKH\�KDYH�ORVW�PXFK�RI�WKHLU�FODULW\�RI�PHDQLQJ��,QGHHG��RQH� DFFRXQWLQJ� UHVHDUFK� MRXUQDO� LV� VSHFLILFDOO\� GHGLFDWHG� WR� FULWLFDO� WKRXJKWV� RQ� DFFRXQWLQJ��&ULWLFDO�3HUVSHFWLYHV�RQ�$FFRXQWLQJ��IURP������RQZDUGV���+RZHYHU��LW�LV�SHUKDSV�IDLU�WR�VXJJHVW�WKDW� FULWLFDO� DFFRXQWLQJ� UHVHDUFK�ZLWKLQ� DFFRXQWLQJ� GUDZV� LWV� LGHDV� IURP� D� QXPEHU� RI� GLIIHUHQW�SKLORVRSKLFDO�VFKRROV�RI�WKRXJKW��LQFOXGLQJ�WKH�)UDQNIXUW�6FKRRO�DQG�FODVVLFDO�0DU[LVP��DV�ZHOO�DV� WKH� KHUPHQHXWLF� DQG� SKHQRPHQRORJLFDO� UHVHDUFK� WUDGLWLRQV�� UHIOHFWLQJ� D� FRQFHUQHG� IRU� RU�FRPPLWPHQW�WR�WKH�HPDQFLSDWLRQ�DQG�HQOLJKWHQPHQW�RI�KXPDQV��VHH��IRU�H[DPSOH��'LOODUG��������*DOOKRIHU�DQG�+DVODP������D��/DXJKOLQ�������������/HKPDQ��������3RZHU�DQG�/DXJKOLQ�������DQG��LQ�WKH�VSHFLILF�FRQWH[W�RI�VRFLDO�DQG�HQYLURQPHQWDO�DFFRXQWLQJ��%LUNLQ��������*DOOKRIHU�DQG�+DVODP������E��*UD\����������� 6HH� DOVR�� IRU� H[DPSOH�� +LQHV� �������� ZKR�� LQ� DQ� H[SRVLWLRQ� RI� WKH� XQGHUO\LQJ� DVVXPSWLRQV� RI�PDLQVWUHDP�ILQDQFLDO�DFFRXQWLQJ�UHVHDUFK��DUJXHV�WKDW�VXFK�UHVHDUFK��LQ�FRPPXQLFDWLQJ�D�µUHDOLW\¶�DOVR�FRQVWUXFWV�D�ZRUOG�YLHZ��L�H��D�ZD\�RI�VHHLQJ�WKH�ZRUOG��7KXV�ILQDQFLDO�DFFRXQWLQJ��IDU�IURP�EHLQJ� XQELDVHG� DQG� REMHFWLYH�� LV�� IURP� D� VRFLR�SROLWLFDO� SHUVSHFWLYH�� VHHQ� DV� ERWK� VRFLDOO\�FRQVWUXFWHG DQG�VRFLDOO\�FRQVWUXFWLQJ�
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��� $�PRUH�GHWDLOHG�GLVFXVVLRQ�RI�&KXD¶V��������GLIILFXOWLHV�ZLWK�WKH�%XUUHOO�DQG�0RUJDQ�IUDPHZRUN�LQ�WKH�FRQWH[W�RI�DFFRXQWLQJ�LV�SURYLGHG�DV�DQ�DSSHQGL[�WR�KHU�SDSHU���� 7KH� DQDO\VLV� ZKLFK� IROORZV� WDNHV� WKH� SRVLWLRQ� WKDW� 067� DQG� 2/7� DUH� VLWXDWHG� ZLWKLQ� WKH�LQWHUSUHWLYH�UHVHDUFK�WUDGLWLRQ��*LYHQ�WKDW�WKHVH�WKHRULHV�DUH�HPSOR\HG�LQ�WKH�SUHVHQW�VWXG\�XVLQJ�SUHGRPLQDQWO\� K\SRWKHWLFR�GHGXFWLYH� PHWKRGRORJ\�� VXFK� PHWKRGRORJ\� EHLQJ� DVVRFLDWHG� ZLWKµQRUPDO�VFLHQFH¶�ZKLFK�EHORQJV� WR� WKH�SRVLWLYLVW� WUDGLWLRQ�� WKHUH�LV�VRPHWKLQJ�RI�D�FRQWUDGLFWLRQ�KHUH��7ZR�SRLQWV�DUH�PDGH�KHUH�LQ�GHIHQFH�RI�WKH�SRVLWLRQ�WDNHQ��)LUVWO\��WKLV�FRQWUDGLFWLRQ�H[LVWV�DV�DQ�HYLGHQW�IHDWXUH�RI�H[WDQW�&65�UHVHDUFK��,Q�SUDFWLFH��&65�UHVHDUFKHUV�HPSOR\�067�DQG�2/7�XVLQJ� ERWK� WKH� SRVLWLYH� DQG� LQWHUSUHWLYH� UHVHDUFK� WUDGLWLRQV�� DOWKRXJK� WKHUH� LV�REYLRXVO\�JUHDWHU�V\PSDWK\� DQG� LQWXLWLYH� VXSSRUW� IRU� WKH� ODWWHU� �VHH� &KDSWHU� �� DQG� �� IRU� GHWDLOV��� 7KLV� PD\� EH�H[SODLQHG�� DW� OHDVW� SDUWO\�� E\� UHFRJQLVLQJ� WKDW�&65� UHVHDUFKHUV� DUH� QRW� VR� FRQFHUQHG� DERXW� WKH�UHVHDUFK� PHWKRGV� WKH\� HPSOR\� EXW� WKH\� DUH� YHU\� FRQFHUQHG� DERXW� KLJKOLJKWLQJ� DVSHFWV� RI� WKH�FXUUHQW� EXVLQHVV� KHJHPRQ\� LQ� DQ� DFFRXQWLQJ� DQG� UHSRUWLQJ� FRQWH[W� ZKLFK� FRQFHUQV� WKHP��(YLGHQWO\��ERWK�WKH�SRVLWLYH�DQG�LQWHUSUHWLYH�UHVHDUFK�PHWKRGRORJLHV�SHUPLW�WKHP�WR�H[SUHVV�WKHVH�FRQFHUQV��DOWKRXJK�IURP�GLIIHUHQW�VWDQGSRLQWV��6HFRQGO\��WKHUH�DUH�LPSRUWDQW�DVSHFWV�LQ�WKH�PDNH�XS�RI�WKHVH�WKHRULHV�ZKLFK�FOHDUO\�GLVWLQJXLVK�WKHP�IURP�WKH�VWUXFWXUDO�IXQFWLRQDOLVW�WUDGLWLRQ�VXFK�DV�WKDW�IRXQG�ZLWK�($7��7KHVH�DVSHFWV�DUH�EURXJKW�RXW�PRUH�FOHDUO\�LQ�&KDSWHUV������DQG������� $OWKRXJK�PXOWL�SDUDGLJP�UHVHDUFK��RU�PHWD�SDUDGLJP�UHVHDUFK�DV� LW� LV�VRPHWLPHV�FDOOHG��LV�VWLOO�TXLWH� UDUH� DPRQJVW� WKH� DFFRXQWLQJ� UHVHDUFK� FRPPXQLW\�� LW� LV� EHFRPLQJ�PRUH� FRPPRQ�DPRQJVW�RUJDQL]DWLRQ�WKHRULVWV��)RU�H[DPSOH��/HZLV�DQG�*ULPHV��������XVHG�PHWD�SDUDGLJP�UHVHDUFK�EDVHG�RQ�%XUUHOO�DQG�0RUJDQ¶V��������W\SRORJ\�WR�VWXG\�WHQVLRQV�DULVLQJ�LQ�RUJDQL]DWLRQV�IROORZLQJ�WKH�LPSOHPHQWDWLRQ� RI� DGYDQFHG� PDQXIDFWXULQJ� WHFKQRORJ\� �$07��� 7KHLU� IXQFWLRQDOLVW µDFFRXQW¶�SUHVHQWHG� $07� GHVLJQV� DV� V\VWHPLF� LQWHUDFWLRQV� EHWZHHQ� WDVN� DQG� PDFKLQHU\� SURJUDPPHV� WR�HQKDQFH�IOH[LELOLW\�DQG�FRQWURO��ZKHUHDV�WKHLU�UDGLFDO�VWUXFWXUDOLVW DFFRXQW�UHSUHVHQWHG�$07�DV�D�WHFKQRFUDWLF�PHFKDQLVP�WR�HQDEOH�PDQDJHUV�WR�REMHFWLI\�WKHLU�LQWHUHVWV�WKURXJK�OHVV�REYLRXV�IRUPV�RI� FRQWURO�� ,Q� DGGLWLRQ�� WKHLU� LQWHUSUHWLYLVW DFFRXQW� RI�$07� LQYROYHG� H[SORULQJ� ORFDO�PHDQLQJV�DVFULEHG� WR�$07�DQG�ZRUN� WKURXJK�SHUVRQDO� H[SHULHQFHV��ZKLOVW� WKH� UDGLFDO�KXPDQLVW DFFRXQW�DOORZHG� WKHP� WR� H[SORUH� WKH� LOOHJLWLPDF\� RI� VRFLDO� LGHQWLWLHV�� SDUWLFXODUO\� WKH� ZD\� LQ� ZKLFK�µVSHFLDOLVWV¶�P\VWLILHG� WKHLU�H[SHUWLVH��/LNHZLVH��*DYHQWD��������XVHG� WKUHH�GLIIHUHQW�µOHQVHV¶�WR�H[SORUH� WKH� YDULHG� GLPHQVLRQV� RI SRZHU� DQG� FRQWURO� PHFKDQLVPV� HPSOR\HG� E\� PDQDJHUV� WR�LQIOXHQFH� WKH� SUHIHUHQFHV� RI� FRDO� PLQHUV� LQ� WKH� 86�� 2WKHUV� KDYH� XVHG� D� IXQFWLRQDOLVW� OHQV� WR�KLJKOLJKW� IRUPDO��PDQDJHULDOLVW�XQGHUVWDQGLQJV�ZLWKLQ�RUJDQL]DWLRQV�DXJPHQWHG�E\�PRUH�FULWLFDO�YLHZV� WR� H[SRVH� IUDJPHQWDWLRQ� DQG� FRQIOLFW� �VHH�� IRU� H[DPSOH��%UDGVKDZ�&DPEDOO� DQG�0XUUD\��������0DUWLQ����������� ,Q�WKLV�FRQWH[W�LW� LV�LPSRUWDQW�WR�DSSUHFLDWH�WKH�GLUHFW�OLQN�EHWZHHQ�HSLVWHPRORJLFDO�DVVXPSWLRQV�DQG� UHVHDUFK�PHWKRGV�� WKH� IRUPHU� HIIHFWLYHO\� GHILQLQJ� WKH� ODWWHU�� ³(SLVWHPRORJLFDO� DVVXPSWLRQV�GHFLGH�ZKDW�LV�WR�FRXQW�DV�DFFHSWDEOH�WUXWK�E\�VSHFLI\LQJ�WKH�FULWHULD�DQG�WKH�SURFHVV�RI�DVVHVVLQJ�WUXWK�FODLPV��«�0HWKRGRORJLFDO�DVVXPSWLRQV�LQGLFDWH�WKH�UHVHDUFK�PHWKRGV�GHHPHG�DSSURSULDWH�IRU�WKH�JDWKHULQJ�RI�YDOLG�HYLGHQFH��«�&OHDUO\��ERWK�VHWV�RI�DVVXPSWLRQV�DUH�FORVHO\�UHODWHG��:KDW�LV�D� µFRUUHFW¶� UHVHDUFK�PHWKRG�ZLOO�GHSHQG�RQ�KRZ�WUXWK� LV�GHILQHG´��&KXD�������S������� ,Q�WKH�FRQWH[W�RI�WKH�SUHVHQW�VWXG\��SRVLWLYLVW�HSLVWHPRORJLFDO�DVVXPSWLRQV�KDG�D�VWURQJ�EHDULQJ�RQ�WKH�VHOHFWLRQ�RI�D�UHVHDUFK�PHWKRG�WKDW�ZDV�FRQVLGHUHG�DSSURSULDWH�E\�WKH�SURMHFW�VXSHUYLVRUV�IRU�WKH�SXUSRVHV�RI�DUULYLQJ�DW�µVFLHQWLILF�WUXWK¶��7KH�UHVHDUFK�PHWKRG�LV�GHVFULEHG�LQ�GHWDLO�LQ�&KDSWHU������ *UD\�HW�DO�¶V������E��DSSURDFK�LV�D�JRRG�H[DPSOH�RI WKH�XVH�RI�µVRIW¶�K\SRWKHVHV�LQ�PXOWL�WKHRU\�UHVHDUFK� ZKLFK� GRHV� QRW� LQYROYH� WKH� XVH� RI� K\SRWKHWLFR�GHGXFWLYH�PHWKRGRORJ\�� ,Q� WKHLU� FDVH��µK\SRWKHVHV¶�ZHUH�IRUPXODWHG��EXW�WKHVH�ZHUH�H[SUHVVHG�LQ�YHU\�JHQHUDO�WHUPV��(VVHQWLDOO\��XQGHU�WKLV� DSSURDFK�� RQH� EHJLQV� ZLWK� DQ� D� SULRUL XQGHUVWDQGLQJ� DERXW� UHODWLRQVKLSV� EHWZHHQ�RUJDQL]DWLRQV� DQG� VRFLHW\� WKURXJK� WKH� H[SOLFLW� UHFRJQLWLRQ�RI� WKH�H[LVWHQFH�RI�FHUWDLQ�VWUXFWXUHV�DQG� UHODWLRQVKLSV� WKDW� H[LVW� ZLWKLQ� VRFLHW\�� 7KHVH� D� SULRUL DVVXPSWLRQV� DUH� XVHG� WR� IRUPXODWHJHQHUDO�XQGHUVWDQGLQJV�DERXW� WKH�FKDQJHV�ZKLFK�DUH� WDNLQJ�SODFH�ZLWKLQ�VRFLHW\�RYHU�D�VSHFLILF�WLPH�SHULRG�DQG�WKH�PDLQ�GHWHUPLQDQWV�RI�WKRVH�FKDQJHV��*RYHUQPHQWV��LQGXVWU\��ODERXU��FDSLWDO���7KXV��IRU�H[DPSOH��RQH�FDQ�K\SRWKHVLVH�WKDW��JLYHQ�WKH�FKDQJH�LQ�DWWLWXGHV�WRZDUGV�µJUHHQ¶�LVVXHV�ZLWKLQ� VRFLHW\� JHQHUDOO\�� WKHUH� LV� D� JHQHUDO� H[SHFWDWLRQ� WKDW� FRPSDQLHV� ZRXOG� JLYH� JUHDWHU�HPSKDVLV�WR�HQYLURQPHQWDO�LVVXHV��7KH�SURFHVV�LQYROYHV�LQWHUSOD\�EHWZHHQ�WKH�GDWD�DQG�WKH�WKHRU\��
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SRSSLQJ�EHWZHHQ�WKH�WZR��ORRNLQJ IRU�WUHQGV�DQG�WKHQ�WU\LQJ�WR�LQWHUSUHW�WKRVH�WUHQGV�EDVHG�RQ�D�SHUFHSWLRQ�RI�WKH�FKDQJHV�WKDW�DUH�WDNLQJ�SODFH�ZLWKLQ�VRFLHW\�RYHU�WLPH��*UD\�HW�DO�������E����� $�PDMRU� WHQHW� RI� ORJLFDO� SRVLWLYLVP�� IRU� H[DPSOH�� LV� LWV� WKHVLV� RI� WKH�XQLW\�RI� VFLHQFH �+HPSHO������� .RODNRZVNL�� ������� ZKLFK� DVVHUWV� WKDW� WKH�PHWKRGV� RI� WKH� QDWXUDO� VFLHQFHV� DUH� WKH� RQO\OHJLWLPDWH�PHWKRGV�IRU�XVH�LQ�WKH�VRFLDO�VFLHQFHV��/HH���������+RZHYHU��LQ�DGRSWLQJ�D�VHDUFK�IRU�µKDUG¶� HPSLULFDO� GDWD�� RWKHU� HTXDOO\� LPSRUWDQW� DVSHFWV� RI� GLIIHUHQW� ZRUOG�YLHZV� DUH� WKHUHE\�H[FOXGHG� IURP� DQDO\VLV�� $OWKRXJK� LW� PD\�� FRQFHLYDEO\�� EH� SRVVLEOH� WR� GHGXFH� VLPSOH� µWLJKW¶�K\SRWKHVHV�IURP�DOO�WKHRULHV��WKH�IXQFWLRQDOLVW�PHWKRGRORJ\�RI�WHVWLQJ�WKHRULHV�LV�QRW�FRQFHLYDEOH�LQ�P\�YLHZ�LQ�WKH�FDVH�RI�FODVVLFDO�SROLWLFDO�HFRQRP\�WKHRU\�ZKHUH�µVRIW¶�K\SRWKHVHV�DUH�H[SORUHG�LQ�VHHNLQJ�WR�XQGHUVWDQG�KRZ�FRUSRUDWH�UHSRUWV�DUH�XVHG�WR�PDQLSXODWH�PHGLDWH�DQG�P\VWLI\��VHH��IRU�H[DPSOH��1HLPDUN��������7LQNHU��DQG�1HLPDUN���������,W�ZDV�WKLV�UHVWULFWLRQ�ZKLFK��LQ�WKH�HQG��OHG�WR�WKH�IRUPDO�H[FOXVLRQ�RI�WKH�FODVVLFDO�SROLWLFDO�HFRQRP\�WKHRU\�IURP�WKH�SUHVHQW�VWXG\��WKH�DXWKRU� FRQFOXGLQJ� WKDW� WKH� UHTXLUHPHQW� WR� IROORZ� IXQFWLRQDOLVW�HSLVWHPRORJ\�XVLQJ�K\SRWKHWLFR�GHGXFWLYH�PHWKRGRORJ\�HIIHFWLYHO\�PHDQW�WU\LQJ�WR�µILW�D�VTXDUH�SLQ�LQWR�D�URXQG�KROH¶��+RZHYHU��D�FRPSURPLVH�SRVLWLRQ�ZDV�UHDFKHG�ZKHUHE\�WKH�SURMHFW¶V�VXSHUYLVRUV�DFFHSWHG�WKH�LQFOXVLRQ�RI�DQ�LQWHUSUHWLYH�DQDO\VLV�RI�WKH�WUHQGV�RI�&('�RYHU�WLPH�ZKLFK�FRXOG�DOVR�LQFOXGH�D�FODVVLFDO�SROLWLFDO�HFRQRP\�SHUVSHFWLYH���VHH�&KDSWHU�������� $V�LQGLFDWHG�LQ�WKH�SUHFHGLQJ�IRRWQRWH��WKLV�LV��LQ�ODUJH�SDUW��D�SUDJPDWLF�FRPSURPLVH�EHWZHHQ�WKH�YDOXHV� RI� WKH� VXSHUYLVRUV� DQG� WKRVH� RI� WKH� UHVHDUFKHU�� ,Q� UHDFKLQJ� D� FRPSURPLVH�� WKH� SULPDU\�DQDO\VLV� IROORZV� WKH� K\SRWKHWLFR�GHGXFWLYH� UHVHDUFK� PHWKRG� XVLQJ� YDULDEOHV� WKDW� FDQ� EH�µPHDVXUHG¶� REMHFWLYHO\� �VHH� &KDSWHU� ���� ZLWK� RQH� SDUW� RI� D� FKDSWHU� RI� WKH� WKHVLV� GHYRWHG� WR�LQWHUSUHWLQJ�WUHQGV�LQ�&('�RYHU�WLPH�XVLQJ�LQWHUSUHWLYH�DQDO\VLV��VHH�&KDSWHU�����



���

&KDSWHU��(FRQRPLF�DJHQF\�WKHRU\�DQG�PDQDJHPHQW¶V�µRSSRUWXQLVWLF¶�XVH�RI�&('
��� ,QWURGXFWLRQ3UHYLRXV� FKDSWHUV� ��� DQG� ��� FRPSOHWHG� WKH� VWUXFWXUH� GHILQLWLRQ� VWDJH� �VHH�&KDSWHU� ��� 7DEOH������RI�WKH�WKHVLV��&KDSWHU����7DEOH������VLWXDWHG�IRXU�DFFRXQWLQJ�WKHRULHV ZLWKLQ�%XUUHOO�DQG�0RUJDQ¶V��������IUDPHZRUN�RI�VRFLRORJLFDO�SDUDGLJPV�DQG�SURYLGHG�D�EULHI�RYHUYLHZ�RI�WKH�NH\�PHWD�WKHRUHWLFDO� FKDUDFWHULVWLFV�RI� WKHVH� WKHRULHV� IURP�ZLWKLQ� WKDW� IUDPHZRUN��7KH�QH[W�VWDJH�RI�WKH�UHVHDUFK�DSSURDFK��VWDJH����OHDGV�WR�WKH�EXLOGLQJ�RI�WKHRUHWLFDO�PRGHOV�ZKLFK�DUH�XVHG�WR�WHVW�HPSLULFDOO\�WKUHH�RI�WKHVH�WKHRULHV��YL]���($7��067�DQG�2/7���0RGHOOLQJ�LQ�WKLV�FRQWH[W� LQYROYHV� WKH� IRUPXODWLRQ�RI�D�VHW�RI�K\SRWKHVHV�XQGHU�HDFK� WKHRU\�ZKLFK�DWWHPSW�WR�SURYLGH� VRPH�D� SULRUL SUHGLFWLRQ RI� DQG� H[SODQDWLRQ� IRU� YDULDWLRQV� LQ� WKH� YROXPH� RI� &('�EHWZHHQ�ILUPV��7KH�SXUSRVH�RI�WKLV�FKDSWHU�LV�WR�GHYHORS�VXFK�D�VHW�RI�K\SRWKHVLV�LQ�UHODWLRQ�WR�HFRQRPLF�DJHQF\�WKHRU\��($7���$JHQF\�WKHRU\�KDV�EHHQ�DGRSWHG�E\�VFKRODUV�IURP�D�QXPEHU�RI�GLIIHUHQW�GLVFLSOLQHV�LQFOXGLQJ�DFFRXQWLQJ��'HPVNL�DQG�)HOWKDP���������HFRQRPLFV��6SHQFH�DQG�=HFNKDXVHU���������ILQDQFH��)DPD���������PDUNHWLQJ��%DVX�HW�DO����������RUJDQL]DWLRQDO�EHKDYLRXU��(LVHQKDUGW��������DQG�VRFLRORJ\��:KLWH���������,Q�WKH�VSHFLILF�FRQWH[W�RI�WKH ILUP��DJHQF\�WKHRU\�RZHV�PXFK�RI�LWV�LQWHOOHFWXDO� GHYHORSPHQW� WR� WKH� VHPLQDO� DUWLFOHV� RI� 6SHQFH� DQG� =HFNKDXVHU� �������� 5RVV��������DQG�-HQVHQ�DQG�0HFNOLQJ��������LQ�UHODWLRQ�WR�WKH�µDJHQF\�SUREOHP¶�DULVLQJ�IURP�WKH�VHSDUDWLRQ� DQG� GLVSHUVLRQ� RI� RZQHUVKLS� DQG� FRQWURO� ZLWK� WKH� DGYHQW� RI� OLPLWHG� OLDELOLW\�FRUSRUDWLRQV�� +RZHYHU�� WKH� QRWLRQ� RI� DJHQF\� FDQ� EH� WUDFHG� EDFN� PXFK� IXUWKHU� WR� HDUO\�GHYHORSPHQWV�LQ�WKHRULHV�RI�SULYDWH�SURSHUW\�ULJKWV��PRVW�QRWDEO\�WKH�ZRUN�RI�&RDVH���������0RUHRYHU�� WKH�SULQFLSDO�DJHQW�SKHQRPHQRQ�KDV�D�PXFK� ORQJHU�KLVWRU\��JRLQJ�DV� IDU�EDFN�DV�WKH� IRXUWHHQWK� FHQWXU\� LQ� (QJOLVK� FRPPRQ� ODZ� DQG� WKH� ODZ� RI� WRUWV� �%RZLH� DQG� )UHHPDQ���������$W�LWV�VLPSOHVW��DJHQF\�WKHRU\�IRFXVHV�RQ�WKH�DJHQF\�UHODWLRQVKLS�LQ�ZKLFK�RQH�DFWRU�RU�JURXS��WKH�DJHQW� KDV�FHUWDLQ�FRQWUDFWXDO�REOLJDWLRQV�WR�DQRWKHU�DFWRU�RU�JURXS��WKH�SULQFLSDO��ZKLFK� DULVHV� RXW� RI� WKH�HFRQRPLF UHODWLRQVKLS� EHWZHHQ� WKHVH� WZR�SDUWLHV��+RZHYHU�� DJHQF\�WKHRU\�KDV�EHFRPH�PRUH�VRSKLVWLFDWHG�LQ�UHFHQW�\HDUV�DQG�QRZ�FRYHUV�D�ZLGH�UDQJH�RI�ZRUNLQFOXGLQJ� FRPSOH[�PRGHO� EXLOGLQJ�� HPSLULFDO� VWXGLHV� DQG� EHKDYLRXUDO� H[SHULPHQWV�� HDFK� RI�ZKLFK� JLYH� GLIIHUHQW�ZHLJKWV� WR� WKH� QRUPDWLYH� DQG� GHVFULSWLYH� HOHPHQWV� LQ� WKHRU\� EXLOGLQJ��-HQVHQ��������GLVWLQJXLVKHV�EHWZHHQ�WZR�W\SHV�RI�DJHQF\�WKHRU\�x DQDO\WLFDO�RU�SULQFLSDO�DJHQW�PRGHO�EXLOGLQJ��ZKLFK�LV�HVVHQWLDOO\�PDWKHPDWLFDO�DQG�QRUPDWLYH��DQG�x D�µSRVLWLYH¶�WKHRU\�RI�DJHQF\�ZKLFK�LV�HVVHQWLDOO\�HPSLULFDO�DQG�VWURQJO\�LQIOXHQFHG�E\�D�EUDQFK�RI�SKLORVRSK\�NQRZQ�DV�µSRVLWLYH¶�HFRQRPLFV�,W� LV� WKH� ODWWHU��PRUH�FRPPRQO\� UHIHUUHG� WR�DV� WKH�5RFKHVWHU�6FKRRO�EUDQG�RI�DJHQF\� WKHRU\�7KRUQWRQ���������ZKLFK�IRUPV�WKH�IRFXV�RI� WKH�SUHVHQW�VWXG\���7KLV�EUDQG�RI�DJHQF\�WKHRU\�
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ZDV�GHYHORSHG�ZLWKLQ�WKH�ILQDQFH�ZLQJ�RI�QHR�FODVVLFDO�HFRQRPLFV�LQ�WKH�����V��SULPDULO\�DV�D�PHDQV RI�DGGUHVVLQJ�WKH�FRQIOLFWLQJ�UHODWLRQVKLSV�EHWZHHQ�WKH�RZQHUV�DQG�PDQDJHUV�RI�ODUJH�FRUSRUDWLRQV�UXQ�E\�SURIHVVLRQDO�PDQDJHUV�VHSDUDWH�DQG�GLVWLQFW�IURP�WKH�SURYLGHUV�RI�PRQH\�FDSLWDO� �)DPD�� ������ )DPD� DQG� -HQVHQ�� ������ -HQVHQ� DQG� 0HFNOLQJ�� �������� ,Q� WKH� VDPH�GHFDGH��µSRVLWLYH¶�DFFRXQWLQJ�UHVHDUFKHUV�DGRSWHG�WKH�WKHRU\�EHFDXVH�RI�LWV�SHUFHLYHG�YDOXH�LQ�SUHGLFWLQJ� DQG� H[SODLQLQJ� FRUSRUDWH� DFFRXQWLQJ� SUDFWLFHV� �:DWWV�� ������� 6LQFH� WKDW� WLPH��DFFRXQWLQJ� UHVHDUFKHUV� KDYH� HPSOR\HG� WKH�5RFKHVWHU� 6FKRRO� EUDQG� RI� DJHQF\� WKHRU\ LQ� D�QXPEHU�RI�GLIIHUHQW� DUHDV�RI� DFFRXQWLQJ�� LQFOXGLQJ�PDQDJHPHQW�DFFRXQWLQJ� �%DLPDQ��������=LPPHUPDQ���������ILQDQFLDO�DFFRXQWLQJ��:DWWV�DQG�=LPPHUPDQ��������������DQG�ILQDQFLDO�DXGLWLQJ��0LOOV���������+RZHYHU��DV�QRWHG�E\�&KULVWHQVHQ��������S�����WKH�SURJUDPPH�RI�WKH�5RFKHVWHU�6FKRRO LV�FRQFHUQHG�ZLWK�³«�GHVFULELQJ��SUHGLFWLQJ�DQG�H[SODLQLQJ�WKH�EHKDYLRXU�RI�DFFRXQWDQWV�DQG�PDQDJHUV��QRW� WKDW�RI�DFFRXQWLQJ�HQWLWLHV�´�7KXV�� WKH�5RFKHVWHU�6FKRRO¶VDSSURDFK�WR�SUHGLFWLQJ�DQG�H[SODLQLQJ�DFFRXQWLQJ�SUDFWLFHV�LV�PRUH�DSSURSULDWHO\�YLHZHG�DV�D�EHKDYLRXUDO� WKHRU\�RU�ZKDW�&KULVWHQVRQ� �������S���� UHIHUV� WR�DV�D� µVRFLRORJ\�RI�DFFRXQWLQJ¶�UDWKHU� WKDQ� DFFRXQWLQJ� WKHRU\�� 3URSRQHQWV� RI� WKLV� EUDQG� RI� DJHQF\� WKHRU\� �UHIHUUHG� WR�WKURXJKRXW� WKLV� WKHVLV� DV� HFRQRPLF� DJHQF\� WKHRU\� ± ($7��� UHO\� RQ� D� QXPEHU� RI� NH\�WKHRUHWLFDO� FRQVWUXFWV��PRGHOV� DQG� DVVXPSWLRQV�GUDZQ� IURP�GLIIHUHQW� EUDQFKHV�RI� WKH� VRFLDO�VFLHQFHV�� QRWDEO\� VRFLRORJ\�� SROLWLFDO� VFLHQFH� DQG� QHR�FODVVLFDO� HFRQRPLFV�� 7KHVH� NH\�WKHRUHWLFDO�FRQVWUXFWV�RU�µJLYHQV¶�LQFOXGH�DVVXPSWLRQV�DERXW�WKH�EHKDYLRXU�RI�LQGLYLGXDOV��H�J��VHOI�LQWHUHVW� �µUDWLRQDO¶� HFRQRPLF EHKDYLRXU��� ERXQGHG� UDWLRQDOLW\�� ULVN� DYHUVLRQ��� WKH�EHKDYLRXU�RI�PDUNHWV�JHQHUDOO\��QHR�FODVVLFDO�HFRQRPLF�WKHRU\���DQG�WKH�EHKDYLRXU�RI�FDSLWDO�PDUNHWV� LQ� SDUWLFXODU� �H�J�� WKH� HIILFLHQW� PDUNHWV� K\SRWKHVLV� �(0+���� DQG� LQIRUPDWLRQ� �H�J��LQIRUPDWLRQ� LV�D�FRPPRGLW\� WKDW�FDQ�EH�ERXJKW�DQG�VROG���7KRXJK�XQSURYHQ�LQ�D�3RSSHULDQ�VHQVH� �VHH� &KDSWHU� ���� WKHVH� WKHRUHWLFDO� FRQVWUXFWV� SOD\� D� FHQWUDO� UROH� LQ� LQIRUPLQJ� WKH�H[SODQDWLRQ�WKDW�LV�SURYLGHG�E\�SURSRQHQWV�RI�WKH�WKHRU\�LQ�UHODWLRQ�WR�REVHUYHG�SKHQRPHQD��DQG� DUH� WKXV� FULWLFDO� WR� XQGHUVWDQGLQJ� WKDW� H[SODQDWLRQ�� $OWKRXJK� VRPH� DVSHFWV� RI� WKHVH�WKHRUHWLFDO�FRQVWUXFWV�DUH�H[SORUHG�EHORZ��D�GHWDLOHG�UHYLHZ�DQG�FULWLTXH�LV�EH\RQG�WKH�VFRSH�RI� WKH�SUHVHQW� VWXG\���$Q�RYHUYLHZ�RI� VRPH�RI� WKH�PRUH� LPSRUWDQW�HOHPHQWV�RI�($7�ZKLFK�IRUP�WKH�EDVLV�IRU�WKH�UHPDLQLQJ�VHFWLRQV�RI�WKLV�FKDSWHU�DUH�VXPPDULVHG�LQ�7DEOH�����EHORZ�
7DEOH����.H\�HOHPHQWV�RI�HFRQRPLF�DJHQF\�WKHRU\$VSHFW 'HVFULSWLRQ.H\�LGHD 3ULQFLSDO�DJHQW�UHODWLRQVKLSV�VKRXOG�UHIOHFW�HIILFLHQW�RUJDQL]DWLRQV�RI�LQIRUPDWLRQ�DQG�ULVN�EHDULQJ�FRVWV8QLW�RI�DQDO\VLV &RQWUDFW�EHWZHHQ�SULQFLSDO�DQG�DJHQW+XPDQ�DVVXPSWLRQV 6HOI�LQWHUHVW2UJDQL]DWLRQDO�DVVXPSWLRQV 3DUWLDO�JRDO�FRQIOLFW�DPRQJ�SDUWLFLSDQWV
,QIRUPDWLRQ�DVVXPSWLRQ ,QIRUPDWLRQ�DV\PPHWU\�EHWZHHQ�SULQFLSDO�DQG�DJHQW&RQWUDFWLQJ�SUREOHPV $JHQF\��PRUDO�KD]DUG�DQG�DGYHUVH�VHOHFWLRQ�3UREOHP�GRPDLQ 5HODWLRQVKLSV�LQ�ZKLFK�WKH�SULQFLSDO�DQG�DJHQW�KDYH�SDUWLDOO\�GLIIHULQJ�JRDOV�DQG�ULVN�SUHIHUHQFHV�6RXUFH��(LVHQKDUGW��������S����
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7KLV�UHVW�RI�WKLV�FKDSWHU�LV�VWUXFWXUHG�DV�IROORZV��6HFWLRQ�����SURYLGHV�DQ�LQWURGXFWLRQ�WR�WKH�URRWV�RI�WKH�5RFKHVWHU�6FKRRO�EUDQG�RI�DJHQF\�WKHRU\��SDUWLFXODUO\�WKH�µSKLORVRSK\�RI�VFLHQFH¶�LVVXHV�XQGHUO\LQJ�µSRVLWLYH¶�HFRQRPLFV�ZKLFK�VHUYH�DV�LPSRUWDQW�DUWHIDFWV�IRU�SUHGLFWLRQ�DQG�H[SODQDWLRQ� XQGHU� WKH� PHWKRGRORJ\� HPSOR\HG� LQ� SRVLWLYH� DFFRXQWLQJ� WKHRU\ �3$7��� WKH�UHVHDUFK�WUDGLWLRQ�WKDW�LV�PRVW�FORVHO\�DVVRFLDWHG�ZLWK�($7�LQ�DFFRXQWLQJ�DQG�ILQDQFH��3$7��WRJHWKHU�ZLWK�VRPH�RI�WKH�NH\�WKHRUHWLFDO�FRQVWUXFWV�LQIRUPLQJ�WKLV�SHUVSHFWLYH��DUH�H[SODLQHG�LQ�PRUH�GHWDLO�LQ�6HFWLRQ������$�QXPEHU�RI�RWKHU��HTXDOO\�LPSRUWDQW�WKHRUHWLFDO�FRQVWUXFWV�DQG�DVVXPSWLRQV�WKDW�UHODWH� WR�KXPDQ�QDWXUH�DQG�WKH�QDWXUH�RI�WKH�PRGHUQ�FRUSRUDWLRQ�JXLGH�WKH�5RFKHVWHU�6FKRRO¶V µSRVLWLYH¶�DSSURDFK� WR�DFFRXQWLQJ� WKHRU\��7KHVH�DUH�H[SORUHG� LQ�6HFWLRQ������ZKLFK� LQFOXGHV� DQ�RYHUYLHZ�RI�QHR�FODVVLFDO� HFRQRPLF� WKHRU\�RI� WKH� ILUP�DQG� LWV� FRUH��QRQ�FRQMHFWXUDO�SURSRVLWLRQV�DERXW�KXPDQ�QDWXUH�DQG�WKH�EHKDYLRXU�RI�PDUNHWV�6HFWLRQ� ���� DOVR� UHYLHZV� PRYHV� WR� LQWURGXFH� PRUH� UHDOLVP� LQWR� QHR�FODVVLFDO� HFRQRPLFV��QRWDEO\� WKH� UHFRJQLWLRQ� RI� WKH� VHSDUDWLRQ�RI�RZQHUVKLS� IURP�FRQWURO�ZKLFK�JDYH� ULVH� WR� WKH�µSULQFLSDO�DJHQW¶� SUREOHP�� 6HFWLRQ� ���� H[SORUHV� SULQFLSDO�DJHQW� WKHRU\� DV� LW� UHODWHV� WR� WKH�HFRQRPLF� FRQVHTXHQFHV�RI� WKH� VHSDUDWLRQ�RI�RZQHUVKLS� IURP�FRQWURO�� LQFOXGLQJ� WKH� VHPLQDO�FRQWULEXWLRQV�RI�%HUOH�DQG�0HDQV��������RQ�WKH�µDJHQF\�SUREOHP¶�DQG�-HQVHQ�DQG�0HFNOLQJ�������� RQ� D� VLQJOH�SHULRG� PRGHO� RI� µDJHQF\� FRVWV¶� LQ� FDSLWDO� PDUNHWV�� 7KH� ODWWHU� PRGHO¶V�GHSLFWLRQ�RI�DJHQF\�FRVWV�LV�H[SORUHG�LQ�PRUH�GHWDLO�LQ�6HFWLRQ������WRJHWKHU�ZLWK�D�GLVFXVVLRQ�RI�µERQGLQJ¶�DQG�µPRQLWRULQJ¶�DUUDQJHPHQWV�EHWZHHQ�WKH�H[HFXWLYH�PDQDJHPHQW�DQG�RXWVLGH�VKDUHKROGHUV��6XFK�DUUDQJHPHQWV�DUH�VHHQ�E\�µSRVLWLYH¶�DFFRXQWLQJ�UHVHDUFKHUV�DV�SDUWLFXODUO\�VLJQLILFDQW� LQ� DQ� DFFRXQWLQJ� FRQWH[W�� QRWDEO\� WKDW� D� PDQDJHU� PD\� YROXQWDULO\� OLPLW� KLV�KHU�RSWLRQV� LQ� UHODWLRQ� WR� FKRLFHV� RI� DFFRXQWLQJ� PHWKRGV� LQ� RUGHU� WR� UHGXFH� DJHQF\� FRVWV��$FFRXQWLQJ� FKRLFH� LV� FRQVLGHUHG� LQ� 6HFWLRQ� �����ZKHUH� DVVXPSWLRQV� FRQFHUQLQJ�PRWLYDWLRQ�DUH�DSSOLHG�WR�DVSHFWV�RI�DFFRXQWLQJ�SUDFWLFH�LQ�H[SODLQLQJ�DQG�SUHGLFWLQJ�PDQDJHPHQW�FKRLFH�DFFRUGLQJ� WR� WKH�HFRQRPLF� FRQVHTXHQFHV DQG�SROLWLFDO� FRVWV�RI� VXFK� FKRLFHV��$OWKRXJK� WKH�DJHQF\�FRVWV�K\SRWKHVLV�KDV�PRVWO\�EHHQ�H[SORUHG�LQ�WKH�FRQWH[W�RI�ILQDQFLDO�DFFRXQWLQJ�DQG�UHSRUWLQJ��LW�KDV�DOVR�EHHQ�XVHG�WR�SUHGLFW�DQG�H[SODLQ�RWKHU�DUHDV�RI�FRUSRUDWH�UHSRUWLQJ��VXFK�DV�&65��6HFWLRQ�����UHYLHZV�&65�UHVHDUFK ZKLFK�KDV�XVHG�WKH�DJHQF\�FRVWV�K\SRWKHVLV�DQG�SURYLGHV�D�VHW�RI�WHVWDEOH�K\SRWKHVHV�IRU�SUHGLFWLQJ�YDULDWLRQV�LQ�WKH�YROXPH�RI�&('��6HFWLRQ�����SURYLGHV�VRPH�FRQFOXGLQJ�UHPDUNV�
��� 3RVLWLYH�HFRQRPLFV�DQG�LWV�XQGHUO\LQJ�SKLORVRSK\�RI�VFLHQFH7KH�URRWV�RI� WKH 5RFKHVWHU�6FKRRO�EUDQG�RI�DJHQF\�WKHRU\ FDQ�EH�WUDFHG�EDFN�WR�HDUO\��QHR�FODVVLFDO�VWXGLHV�RI�HFRQRPLF�RUJDQL]DWLRQ�DQG�WKH�HFRQRPLF�QDWXUH�RI�WKH�ILUP��IRU�H[DPSOH��&RDVH�� ������ .QLJKW�� ������� 7KH� QHR�FODVVLFDO� HFRQRPLFV� OLWHUDWXUH� FRQWDLQV� D� VHULHV� RI�VHPLQDO� ZULWLQJV� ZKLFK� VWLOO� VHUYH� DV� WKH� FRUH� RI� D� ERG\� RI� ZRUN� WKDW� KDV� GHHSHQHG� LQ�LQVWLWXWLRQDO� GHWDLO� DQG�EUDQFKHG�RXW� LQWR� HPSLULFDO� VWXGLHV� �3XWWHUPDQ�DQG�.URV]QHU��������+DUW�� ������� 7KLV� ERG\� RI� ZRUN� SURYLGHV� QHR�FODVVLFDO� HFRQRPLFV� ZLWK� WKH� WRROV� DQG�WHFKQLTXHV� ZLWK� ZKLFK� WR� H[SORUH�� SUHGLFW� DQG� H[SODLQ� WKH� EHKDYLRXU� RI� ILUPV� DQG� WKH�EHKDYLRXU�RI�PDUNHWV�DW�WKH�DJJUHJDWH��L�H��PDFUR�HFRQRPLF��OHYHO��,W�LV�RQH�SDUWLFXODU�EUDQFK�RI�WKLV�ERG\�RI�ZRUN��SRVLWLYH�HFRQRPLFV��IURP�ZKLFK�WKH�5RFKHVWHU�6FKRRO¶V�EUDQG�RI�DJHQF\�WKHRU\ GUDZV� LWV� LQVSLUDWLRQ��3RVLWLYH� HFRQRPLFV LV� FRQFHUQHG� ZLWK� WKH� VWXG\� RI� HFRQRPLF�SURSRVLWLRQV�ZKLFK��LQ�SULQFLSOH��FDQ�EH�YHULILHG�E\�REVHUYDWLRQ�RI�HYHQWV�RU�VWDWHV�RI�WKH�UHDO�ZRUOG�ZLWKRXW� UHFRXUVH� WR� µYDOXH� MXGJHPHQWV¶� �%DQQRFN�HW�DO�����������7KLV�GHVLUH� WR�DYRLG�µYDOXH� MXGJHPHQWV¶� LV� IXQGDPHQWDO� WR� WKH�5RFKHVWHU� 6FKRRO¶V PHWKRGRORJLFDO� DSSURDFK� WR�
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DFFRXQWLQJ�UHVHDUFK��7KH�RULJLQV�RI�SRVLWLYH�HFRQRPLFV�DUH�WR�EH�IRXQG�LQ�)ULHGPDQ¶V��������VHPLQDO�HVVD\�7KH�0HWKRGRORJ\�RI�3RVLWLYH�(FRQRPLFV ZKLFK�KDV�KDG�FRQVLGHUDEOH�LQIOXHQFH�RQ� SRVW�::,,� QHR�FODVVLFDO� HFRQRPLVWV� DQG� PRUH� SDUWLFXODUO\� RQ� µSRVLWLYH¶� WKHRULVWV� LQ�DFFRXQWLQJ� DQG� ILQDQFH�� (VVHQWLDOO\�� )UHHGPDQ� ������� DUJXHV� IRU� D� GLVWLQFWLRQ� WR� EH� GUDZQ�EHWZHHQ� µSRVLWLYH¶� HFRQRPLFV� DQG� µQRUPDWLYH¶� HFRQRPLFV�� D� GLVWLQFWLRQ� DWWULEXWHG� WR� -�� 1��.H\QHV��������ZKR�GHILQHG�µSRVLWLYH¶�VFLHQFH�DV�«� D� ERG\� RI� V\VWHPDWL]HG� NQRZOHGJH� FRQFHUQLQJ� ZKDW� LV�� D� QRUPDWLYH� RU�UHJXODWLYH�VFLHQFH�DV�D�ERG\�RI�V\VWHPDWL]HG�NQRZOHGJH�UHODWLQJ�WR�FULWHULD�RI�ZKDW� RXJKW� WR� EH�� DQG� FRQFHUQHG�� WKHUHIRUH�� ZLWK� WKH� LGHDO� DV� GLVWLQJXLVKHG�IURP�WKH�DFWXDO �.H\QHV�������SS�������DV�TXRWHG�LQ�%HONDRXL�������S�������2QH�RI�WKH�NH\�HOHPHQWV�RI�)ULHGPDQ¶V��������µSKLORVRSK\�RI�VFLHQFH¶�ZDV�KLV�DUJXPHQW�WKDW�WKH� UHDOLW\� RI� D� WKHRU\¶V� DVVXPSWLRQV� LV� LUUHOHYDQW�� UDWKHU�� ZKDW� PDWWHUV� LV� WKH� DELOLW\� RI� D�WKHRU\� WR� SUHGLFW DJJUHJDWH� HFRQRPLF� SKHQRPHQD�� 7KLV� SKLORVRSKLFDO� SRVLWLRQ� KDV� VLQFH�EHFRPH�NQRZQ�DV�µLQVWUXPHQWDOLVP¶��D�VFKRRO�RI�SKLORVRSK\�ZKLFK�GHSDUWHG�IURP�SRVLWLYLVP�DQ� HSLVWHPRORJLFDO� GRFWULQH� ZKLFK� DVVXPHV� WKDW� NQRZOHGJH� FDQ� RQO\� EH� EDVHG� RQ�REVHUYDWLRQV��GXH� WR� WKH�GLIILFXOWLHV�H[SHULHQFHG� LQ�GHDOLQJ�ZLWK�QRQ�REVHUYDEOH�� WKHRUHWLFDO�HQWLWLHV� �5\DQ� HW� DO��� �������� (VVHQWLDOO\�� DV� QRWHG� LQ� &KDSWHU� ��� µSRVLWLYLVP¶� LV� VWURQJO\�ZHGGHG�WR�µUHDOLVP¶��HVSHFLDOO\�WKH�QRWLRQ�WKDW�WKH�H[LVWHQFH�RI�SKHQRPHQD�FDQ�EH�REMHFWLYHO\�YHULILHG� �RU� IDOVLILHG�� XVLQJ� UDWLRQDO� �L�H�� HPSLULFDO�� FULWHULD�� +RZHYHU�� LQ� WKH� VRFLDO� ZRUOG��HFRQRPLVWV�HQFRXQWHU�GLIILFXOWLHV�ZLWK�PDQ\�RI�WKH�WKHRUHWLFDO�WHUPV�ZKLFK�DUH�FRQVWUXFWHG�LQ�HYHU\GD\� OLIH�EXW�ZKLFK�KDYH�DEVWUDFW�PHDQLQJ�� IRU�H[DPSOH�� WKH�µYDOXH¶�RI�DQ�DVVHW��ZKLFK��EHFDXVH� RI� WKH� YDULHW\� RI� ZD\V� LQ� ZKLFK� LWV� YDOXH� FDQ� EH� GHWHUPLQHG� �H�J�� KLVWRULFDO� FRVW��UHSODFHPHQW� FRVW� RU� UHDOL]DEOH YDOXH�� LV� VDLG� WR� EH� RYHU�GHILQHG� REVHUYDWLRQDOO\��,QVWUXPHQWDOLVWV� RYHUFRPH� WKLV� SUREOHP� E\� DFFHSWLQJ� WKH� H[LVWHQFH� RI� GLIIHUHQFHV� EHWZHHQ�WKHRUHWLFDO� �QRQ�REVHUYDWLRQDO�� DQG� REVHUYDWLRQDO� WHUPV� EXW� DUJXLQJ� WKDW� WKHRUHWLFDO� WHUPV�KDYH� QR� UHDO� REVHUYDWLRQDO� PHDQLQJ �5\DQ� HW� DO��� ������� 7KH� UHVXOW� LV� D� ZHDN� IRUP� RI�µUHDOLVP¶��HVVHQWLDOO\� WKH�LQVWUXPHQWDOLVWV¶�SRVLWLRQ��ZKLFK�³«�UHOHJDWHV�WKHRUHWLFDO�ODQJXDJH�DQG�HQWLWLHV�WR�WKH�UROH�RI�OLQJXLVWLF�FRQYHQWLRQV�ZKLFK�DOORZ�XV�WR�WLH�XS�REVHUYDWLRQDO�WHUPV�LQWR ORRVH� EXQGOHV�ZKLFK�ZH� FDQ� FDUU\� DURXQG�ZKLOH� WKH\� VHUYH� WKHLU� SXUSRVH� DQG� DEDQGRQ�ZKHQ�WKH\�GR�QRW´��5\DQ�HW�DO��������S������$V�VXFK��WKHRUHWLFDO�HQWLWLHV�DQG�WHUPV�ZKLFK�DUH�QRQ�REVHUYDEOH� DVVXPH� WKH� UROH� RI� LQVWUXPHQWV� RU� FDOFXODWLQJ� GHYLFHV� ZKLFK� VHUYH� DV�FRQYHQWLRQDO�DQDO\WLFDO�FRQVWUXFWLRQV�ZKRVH�VROH�SXUSRVH�LV�WR�DLG�SUHGLFWLRQ�,QVWUXPHQWDOLVWV�� VXFK� DV� )ULHGPDQ� �������� GHSDUWHG� IURP� SRVLWLYLVW� PHWKRGRORJ\� �VHH�&KDSWHU����E\�DUJXLQJ�WKDW�ZKLOVW�D�SURSRVLWLRQ��WR�EH�YDOLG��PXVW�DOZD\V�EH�YHULILDEOH DJDLQVW�REVHUYDEOH� SUHGLFWLRQV �L�H�� WKH� PHWKRGRORJ\� RI� µORJLFDO� SRVLWLYLVP¶��� WKH� WKHRUHWLFDO�FRQVWUXFWV� E\� ZKLFK� WKRVH� SURSRVLWLRQV� DUH� IRUPXODWHG� �L�H�� WKHRULHV� RU� PRGHOV�� DUH�� LQ�WKHPVHOYHV��XQLPSRUWDQW�7UXO\� LPSRUWDQW� DQG� VLJQLILFDQW� K\SRWKHVHV� ZLOO� EH� IRXQG� WR� KDYH�³DVVXPSWLRQV´� WKDW� DUH� ZLOGO\� LQDFFXUDWH� GHVFULSWLYH� UHSUHVHQWDWLRQV� RI�UHDOLW\��DQG�� LQ�JHQHUDO�� WKH�PRUH�VLJQLILFDQW� WKH� WKHRU\�� WKH�PRUH�XQUHDOLVWLF�WKH� DVVXPSWLRQV� �LQ� WKLV� VHQVH�� «� >+RZHYHU@� WKH� UHOHYDQW� TXHVWLRQ� WR� DVN�DERXW� WKH� ³DVVXPSWLRQV´� RI� D� WKHRU\� LV� QRW� ZKHWKHU� WKH\� DUH� GHVFULSWLYHO\�µUHDOLVWLF¶�� IRU� WKH\� QHYHU� DUH�� EXW� ZKHWKHU� WKH\� DUH� VXIILFLHQWO\� JRRG�DSSUR[LPDWLRQV�IRU�WKH�SXUSRVH�LQ�KDQG��)ULHGPDQ�������SS��������
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7KXV�� XQGHU� µSRVLWLYH¶� HFRQRPLFV�� WKH� SXUSRVH� RI� WKHRULHV� RU� PRGHOV� LV� WR� SURYLGH�PHQWDO�FRQVWUXFWV�RU�SURSRVLWLRQV�E\�ZKLFK�REVHUYDEOH SUHGLFWLRQV�FDQ�EH�JHQHUDWHG�µREMHFWLYHO\¶�IRU�µULJRURXV¶�HPSLULFDO�DQDO\VLV���HPSOR\LQJ�ZKDW�/LSVH\��������S����UHIHUV�WR�DV�µWKH�VFLHQWLILF�DSSURDFK¶�� +HQFH�� WKH� ³«�� SULQFLSDO� WKUXVW� RI� WKH� LQVWUXPHQWDOLVW� SRVLWLRQ� LV� WKH� XVH� RI�WKHRULHV�DV�FRQYHQLHQW�DUWHIDFWV�IRU� WKH�JHQHUDWLRQ�RI�REVHUYDWLRQDO�SUHGLFWLRQV´��5\DQ�HW�DO��������S������ ,Q� WKLV�ZD\�� µSRVLWLYH¶� HFRQRPLVWV� DUH� HVVHQWLDOO\� IUHH� WR� IRFXV�RQ�FRQVWUXFWLQJ�DQG�WHVWLQJ�PRGHOV��EDVHG�RQ�DVVXPSWLRQV�DERXW�KXPDQ�QDWXUH�DQG�VRFLDO�EHKDYLRXU��ZLWKRXW�FDULQJ� WRR�PXFK�IRU� WKH� µUHDOLW\¶�RI� WKRVH�PRGHOV�DQG�LWV�DWWHQGDQW�DVVXPSWLRQV��,W� LV� LQ� WKLV�FRQWH[W�WKDW�QHR�FODVVLFDO�HFRQRPLFV�LV�VDLG�WR�KDYH�EHHQ�UHDVRQDEO\�VXFFHVVIXO�LQ�SUHGLFWLQJ�DJJUHJDWH��L�H��PDFUR��HFRQRPLF�EHKDYLRXU��DOWKRXJK�IDU�OHVV�VR�LQ�SUHGLFWLQJ�WKH�EHKDYLRXU�RI�LQGLYLGXDOV��&RKHQ�DQG�&\HUW��������
��� $�µSRVLWLYH¶�DSSURDFK�WR�DFFRXQWLQJ�UHVHDUFK7KH� LVVXHV�XQGHUO\LQJ� µSRVLWLYH¶�HFRQRPLFV�� DV�GHVFULEHG�DERYH��SURYLGH� WKH� µSKLORVRSK\�RI�VFLHQFH¶� IUDPHZRUN� IRU� µSRVLWLYH� DFFRXQWLQJ� WKHRU\¶� �KHUHDIWHU�� 3$7���� 7KH� ODEHO� µSRVLWLYH�DFFRXQWLQJ�WKHRU\¶�ZDV�ILUVW�DSSOLHG�E\�:DWWV��������DQG�:DWWV�DQG�=LPPHUPDQ��������WR�DQ�H[LVWLQJ�VHW�RI�UHVHDUFK�VWXGLHV�ZKLFK�EHJDQ�LQ�WKH�����V�ZLWK�%DOO�DQG�%URZQ���������%HDYHU��������DQG�RWKHUV�ZKR�LQWURGXFHG�HPSLULFDO�ILQDQFH�PHWKRGV�WR�ILQDQFLDO�DFFRXQWLQJ��:DWWV�DQG�=LPPHUPDQ�GHVFULEH�WKLV�ERG\�RI�ZRUN�DV�µSRVLWLYH¶�LQ�RUGHU�WR�HPSKDVLVH�WKDW�WKH�UROH�RI�DFFRXQWLQJ�WKHRU\��LQ�WKHLU�YLHZ��LV�WR�SURYLGH�SUHGLFWLRQV�DQG�H[SODQDWLRQV�IRU�DFFRXQWLQJ�SUDFWLFH��:DWWV�DQG�=LPPHUPDQ�����������7KXV��WKH�HDUO\�µSRVLWLYH¶�OLWHUDWXUH�LQYHVWLJDWHG�WKH�UHODWLRQVKLS�EHWZHHQ�DFFRXQWLQJ�GDWD� �QRWDEO\� HDUQLQJV�� GLYLGHQGV�� DQG� FDVK� IORZV�� DQG� WKH�VWRFN�PDUNHW¶V�YDOXDWLRQ�RI�VHFXULWLHV��WKH�XQGHUO\LQJ�DVVXPSWLRQ�EHLQJ�WKDW�DFFRXQWLQJ�GDWD�FRQWDLQHG� LQIRUPDWLRQ� ZKLFK� VHUYHG� DV� LQSXWV� WR� WKH� PDUNHW¶V� YDOXDWLRQ� PRGHOV� �H�J�� FDVK�IORZV��� 7KH� µLQIRUPDWLRQ� FRQWHQW¶� EUDQFK� RI� DFFRXQWLQJ� UHVHDUFK�� DV� LW� EHFDPH� NQRZQ�� KDV�VLJQLILFDQFH� WR� ILQDQFLDO� DFFRXQWLQJ� DQG� DFFRXQWDQWV� LQ� SDUWLFXODU� EHFDXVH� LW� VXJJHVWV� WKDW�PDQDJHPHQW�� LI� VR� PLQGHG�� FRXOG� PDQLSXODWH� DFFRXQWLQJ� GDWD� WKURXJK� IRUPV� RI� µFUHDWLYH�DFFRXQWLQJ¶�WR�VHUYH�WKHLU�RZQ�VHOI�LQWHUHVWV��2QH�RI�WKH�HDUOLHVW�WR�VXJJHVW�WKLV�ZDV�+HSZRUWK�������� ZKR� DUJXHG� WKDW� UDWKHU� WKDQ� EHLQJ� FRQFHUQHG� ZLWK� UHSRUWLQJ� PD[LPXP� SURILWV��PDQDJHPHQW¶V�REMHFWLYH�ZDV�WR�VPRRWK�WKH�ILUP¶V�UHSRUWHG�HDUQLQJV�RYHU�WLPH��NQRZQ�DV�WKH�µLQFRPH�VPRRWKLQJ�K\SRWKHVLV¶���2WKHU�UHVHDUFKHUV�ZKR�H[SORUHG�LQIOXHQFHV�RQ�WKH�FKRLFH�RI�DFFRXQWLQJ�SULQFLSOHV�DOVR� WRRN�XS� WKLV�JHQHUDO� OLQH�RI�DUJXPHQW��VHH��IRU�H[DPSOH��*RUGRQ��������*RUGRQ�HW�DO���������*DJQRQ���������7KH�LQFRPH�VPRRWKLQJ�K\SRWKHVLV�KDG�LPSRUWDQW�LPSOLFDWLRQV�DW�WKH�WLPH�JLYHQ�WKDW�WKH�FDSLWDO�PDUNHWV�ZHUH�ZLGHO\�EHOLHYHG�WR�WDNH�ILQDQFLDO�VWDWHPHQWV�DW�IDFH�YDOXH��VXFK�VWDWHPHQWV�SHUFHLYHG�WR�EH�WKH�RQO\�VRXUFH�RI�LQIRUPDWLRQ�XVHG�E\�LQYHVWRUV�WR�DVVHVV�VKDUH�SULFHV��WKH�µPRQRSROLVWLF�K\SRWKHVLV¶��%DOO���������6LJQLILFDQWO\�� LI� SURYHQ�� WKH LQFRPH�VPRRWKLQJ� DQG�PRQRSROLVWLF� K\SRWKHVHV� LPSO\� WKDW� WKH�FDSLWDO� PDUNHWV� DQG� YHQWXUH� FDSLWDOLVWV� FRXOG� EH� µIRROHG¶� E\� PDQDJHPHQW� ZKR� XVHG�DFFRXQWLQJ� VWDWHPHQWV� WR� LQIODWH� RU� VPRRWK� SURILWV�� +RZHYHU�� GHVSLWH� D� QXPEHU� RI� HDUO\�HPSLULFDO� VWXGLHV� �VHH�� IRU H[DPSOH�� %DOO� DQG�:DWWV�� ������%DUHILHOG� DQG�&RPLVNH\�� ������%HLGOHPDQ�� ������ &RSHODQG�� ������ 'DVKHU� DQG� 0DOFROP�� ������� WKH� LQFRPH�VPRRWKLQJ�K\SRWKHVLV�ZDV�QHYHU�FRPSOHWHO\�DFFHSWHG�E\�DOO�UHVHDUFKHUV����,Q�SDUWLFXODU��VHYHUDO�UHVHDUFK�VWXGLHV��VHH��IRU�H[DPSOH��)DPD��������*RQHGHV�DQG�'RSXFK��������.DSODQ�DQG�5ROO��������6XQGHU��������FDVW�GRXEW�RQ�WKH�DELOLW\�RI�PDQDJHPHQW�WR�PDQLSXODWH�VKDUH�SULFHV�GLUHFWO\�YLD�FKDQJHV� LQ� DFFRXQWLQJ� SURFHGXUHV� DQG�SURFHHGHG� WR�RIIHU� DQ� DOWHUQDWLYH�K\SRWKHVLV�� QDPHO\�
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WKDW� WKH�VWRFN�PDUNHW�FDQQRW EH�IRROHG�� L�H�� LW�LV DEOH�WR�GLVFULPLQDWH�EHWZHHQ�UHDO�HFRQRPLF�HYHQWV� DQG� PHUH� FKDQJHV� LQ� DFFRXQWLQJ� SURFHGXUHV�� D� WKHRUHWLFDO� FRQVWUXFW� NQRZQ� DV� µWKH�HIILFLHQW� PDUNHW� K\SRWKHVLV¶� �VHH� EHORZ��� $URXQG� WKH� VDPH� WLPH�� )ULHGPDQ¶V� ������� LGHDV�ZHUH�WDNHQ�XS�E\�ILQDQFH�UHVHDUFKHUV��QRWDEO\��-HQVHQ���������ZKR��WRJHWKHU�ZLWK�D�QXPEHU�RI�FROOHDJXHV�DW�WKH�8QLYHUVLWLHV�RI�5RFKHVWHU�DQG�&KLFDJR��WKH�5RFKHVWHU�6FKRRO���SURFHHGHG�WR�GHYHORS� µD� SRVLWLYH� WKHRU\� RI� DFFRXQWLQJ¶�� ZKDW� -HQVHQ� ������� S����� GHVFULEHV� DV� ³«� WKH�GHYHORSPHQW�RI�D�SRVLWLYH�WKHRU\�RI�DFFRXQWLQJ�ZKLFK�ZLOO�H[SODLQ�ZK\�DFFRXQWLQJ�LV�ZKDW�LW�LV��ZK\�DFFRXQWDQWV�GR�ZKDW�WKH\�GR��DQG�ZKDW�HIIHFWV�WKHVH�SKHQRPHQD�KDYH�RQ�SHRSOH�DQG�UHVRXUFH�XWLOL]DWLRQ�´�7KH 5RFKHVWHU�6FKRRO¶V DSSURDFK�WR�DFFRXQWLQJ�UHVHDUFK��PRVW�QRWDEO\�LQ� WKH� 86� LQ� UHODWLRQ� WR� WKH� VWXGLHV� RI� WKH� DIIHFWV� RI� ILQDQFLDO� DFFRXQWLQJ� RQ� VWRFN�PDUNHW�EHKDYLRXU�DQG�LQ�µSRVLWLYH¶� WKHRU\�RI�DJHQF\�UHVHDUFK�RQ�WKH�XVH�RI�DFFRXQWLQJ�LQIRUPDWLRQ��FDPH�WR�W\SLI\�PDLQVWUHDP 86�ILQDQFLDO�DFFRXQWLQJ�UHVHDUFK�LQ�WKH�����V��5\DQ�HW�DO����������7KH� QRWLRQ� RI� SUHVFULSWLYH� DFFRXQWLQJ� WKHRU\� EHLQJ� µXQVFLHQWLILF¶� LV� FHQWUDO� WR� WKH� DYRZHG�PLVVLRQ� RI� WKH� µSRVLWLYH¶� DFFRXQWLQJ� VFKRRO� �VHH�� IRU� H[DPSOH�� -HQVHQ�� ������:DWWV�� �������6LPSO\ SXW��WKHLU�EDVLF�SKLORVRSKLFDO��QRUPDWLYH��SRVLWLRQ�LV�WKDW�WKHRU\�VKRXOG�EH�YDOXH�IUHH��L�H�� GHYRLG� RI� DQ\� QRUPDWLYH� DUJXPHQWV� RU� MXGJHPHQWV�� :DWWV� �������� IRU� H[DPSOH�� VWDWHV��HPSKDVLV�DGGHG��7KH� ILQDQFLDO� DFFRXQWLQJ� OLWHUDWXUH� FRQFHQWUDWHV� RQ� SUHVFULSWLRQV�� RQ� ZKDW�µVKRXOG¶�EH�WKH�FRQWHQWV�RI�ILQDQFLDO�VWDWHPHQWV��9HU\�OLWWOH�DWWHQWLRQ�LV�JLYHQ�WR�GHYHORSLQJ� D� WKHRU\� WR� H[SODLQ� PDQ\� LQWHUHVWLQJ� REVHUYHG� SKHQRPHQD�� LQ�SDUWLFXODU�WR�H[SODLQ�ZK\�ILQDQFLDO�VWDWHPHQWV�WDNH�WKHLU�FXUUHQW�IRUP��,Q�RWKHU�ZRUGV��WKH�OLWHUDWXUH�LV�XQVFLHQWLILF��:H�KDYH�QR�WKHRU\�RI�FRUSRUDWH�ILQDQFLDO�VWDWHPHQWV�� LQ� WKH� IRUP� RI� D� JURXS� RI� LQWHUQDOO\� FRQVLVWHQW�� LQWHUUHODWHG�K\SRWKHVHV�ZKLFK�KDYH�EHHQ�VXEMHFWHG�WR�IRUPDO�WHVWV�DQG�µFRQILUPHG¶ �S�������:DWWV¶� UHIHUHQFH� WR� µIRUPDO� WHVWV¶� UHIOHFWV� WKH� µSRVLWLYH¶� DFFRXQWLQJ� VFKRRO¶V� FRQFHUQ� WKDW�SUHVFULSWLRQV LQ� WKH� DFFRXQWLQJ� OLWHUDWXUH� DUH� EDVHG� RQ� K\SRWKHVHV� DERXW� REVHUYDWLRQV� LQ�FDSLWDO� PDUNHWV�� SROLWLFDO� SURFHVVHV� DQG� RWKHU� DUHDV� ZKLFK� ODFN� HYLGHQFH� LQ� VXSSRUW� RI�DVVHUWLRQV�� L�H��� WKH\�DUH�QRW�VXEMHFWHG� WR�HPSLULFDO� WHVWLQJ�EXW�VLPSO\�DFFHSWHG�DV� WDNHQ�IRU�JUDQWHG� µWUXWKV¶��7KH 5RFKHVWHU� 6FKRRO VRXJKW� WR� UHSODFH� WKHVH� µXQVFLHQWLILF¶� WKHRULHV� ZLWK�µSRVLWLYH¶� WKHRULHV� ZKLFK� JHQHUDWH� SUHGLFWLRQ�� VXFK� DV�� IRU� H[DPSOH�� ZK\� D� SDUWLFXODUDFFRXQWLQJ�SURFHGXUH�ZRXOG�EH� FKRVHQ� LQ�SUHIHUHQFH� WR� DQRWKHU� DQG� WKH� IDFWRUV� LQIOXHQFLQJ�WKH� DFFRXQWLQJ� VWDQGDUGV�VHWWLQJ� SURFHVV� �:DWWV� DQG� =LPPHUPDQ�� ������ ������� ,Q� RUGHU� WR�GHYHORS�VXFK�D�WKHRU\��WKH 5RFKHVWHU�6FKRRO LQWURGXFHG�LQIRUPDWLRQ�RU�WUDQVDFWLRQ�FRVWV�LQWR�WKHLU� DQDO\VLV� �:DWWV� DQG� =LPPHUPDQ� ������ S��������� 7KLV� LQWURGXFWLRQ� RFFXUUHG� YLD� WKH�FRQFHSW� RI� µSRVLWLYH¶� DJHQF\� FRVWV� RI� GHEW� DQG� HTXLW\� �-HQVHQ� DQG� 0HFNOLQJ�� �������PDQDJHPHQW�FRPSHQVDWLRQ�SODQV�DQG�SRVLWLYH�LQIRUPDWLRQ�DQG�OREE\LQJ�FRVWV�LQ�WKH�SROLWLFDO�SURFHVVHV� WR� JHQHUDWH� K\SRWKHVHV� DERXW� DFFRXQWLQJ� FKRLFH� �:DWWV�� ������ :DWWV� DQG�=LPPHUPDQ���������������7KHVH�GHYHORSPHQWV�ZHUH�DVVLVWHG�E\�RWKHU�WKHRUHWLFDO�FRQVWUXFWV��SDUWLFXODUO\�WKH�HIILFLHQW�PDUNHW�K\SRWKHVLV��(0+���8QGHU�WKH�(0+��FRQWUDU\�WR�WKH�LQFRPH�VPRRWKLQJ�K\SRWKHVLV��VWRFN�PDUNHW�SULFHV�DUH�DVVXPHG�WR�EH�GHSHQGHQW�RQ�D�FRPSDQ\¶V�FDVK�IORZV� UDWKHU� WKDQ� DFFRXQWLQJ� SURILW� DQG� LQYHVWRUV� DUH� VDLG� WR� EH� DEOH� WR� VHSDUDWH� UHOHYDQW�LQIRUPDWLRQ� IURP� LUUHOHYDQW�� FRVPHWLF� DFFRXQWLQJ�FKDQJHV�ZKLFK� KDYH� QR� LPSDFW� RQ� IXWXUH�FDVK� IORZV�� +HQFH� WKH� FDSLWDO� PDUNHWV� DUH� DVVXPHG� WR� EH� DEOH� WR� GLVWLQJXLVK� EHWZHHQ�DFFRXQWLQJ�SROLF\�FKDQJHV�ZKLFK�KDYH�µLQIRUPDWLRQ�FRQWHQW¶�DQG�FUHDWLYH�DFFRXQWLQJ�ZKLFK�LQYROYHV� PHUH� ZLQGRZ� GUHVVLQJ�� 0RUHRYHU�� E\� XVLQJ� RWKHU� VRXUFHV� RI� LQIRUPDWLRQ� �L�H��
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UHMHFWLQJ�WKH�PRQRSROLVWLF�K\SRWKHVLV�± VHH�DERYH���WKH�(0+�DVVHUWV�WKDW�FDSLWDO�PDUNHWV�DUH�DEOH�WR�DGMXVW�WKH�ILJXUH�RI�DFFRXQWLQJ�SURILW�WR�DUULYH�DW�D�PRUH�FRPSDUDEOH�ILJXUH�ZLWK�ZKLFK�WR�DVVHVV�D�FRUSRUDWLRQ¶V��DQG�WKXV�LWV�PDQDJHPHQW¶V��SHUIRUPDQFH����
��� 1HR�FODVVLFDO�WKHRU\�RI�WKH�ILUP�DQG�LWV�FRUH��QRQ�FRQMHFWXUDO�SURSRVLWLRQV7KH�5RFKHVWHU�6FKRRO¶V�µSRVLWLYH�DSSURDFK¶�WR�DFFRXQWLQJ�WKHRU\�DV�RXWOLQHG�DERYH�LV�JXLGHG�E\�D�QXPEHU�RI�RWKHU��HTXDOO\�LPSRUWDQW�WKHRUHWLFDO�FRQVWUXFWV�DQG�DVVXPSWLRQV�WKDW�UHODWH�WR�KXPDQ� QDWXUH� DQG� WKH� QDWXUH� RI� WKH�PRGHUQ� ILUP� DQG�ZKLFK� KDYH� EHHQ� DGRSWHG� IURP� QHR�FODVVLFDO� HFRQRPLF� WKHRU\�� 1HR�FODVVLFDO� HFRQRPLFV� EHJDQ� DV� DQ� RXWFURS� RI� FODVVLFDO�HFRQRPLFV� DQG� LV� VWURQJO\� FKDUDFWHUL]HG� E\� D� FRQFHUQ� ZLWK� WKH� EHKDYLRXU� RI� ILUPV� DQG�PDUNHWV��VHH��IRU�H[DPSOH��.ULVWRO���������&ODVVLFDO�HFRQRPLFV�LWVHOI�FDQ�EH�WUDFHG�EDFN�WR�WKH�VHFRQG� SDUW� RI� WKH� QLQHWHHQWK� FHQWXU\� DQG�ZDV�KHDYLO\� LQIOXHQFHG�E\� µFODVVLFDO¶� HFRQRPLVWV�VXFK�DV�$GDP�6PLWK��:HDOWK�RI�1DWLRQV���������'DYLG�5LFDUGR��7KH�3ULQFLSOHV�RI�3ROLWLFDO�(FRQRP\�DQG�7D[DWLRQ��������DQG�-RKQ�6WXDUW�0LOO��3ULQFLSOHV�RI�3ROLWLFDO�(FRQRP\���������7KHVH�HFRQRPLVWV�ZHUH�FRQFHUQHG�ZLWK�HFRQRPLF�YDOXH�DQG�WKH�FRVWV�RI�IDFWRUV�RI�SURGXFWLRQ��SDUWLFXODUO\� ODERXU�� $GDP� 6PLWK¶V� µZHDOWK� RI� QDWLRQV¶� DQG� FDSLWDO�� LQ� WKH� FRQWH[W� RI� IUHH�PDUNHW�FRPSHWLWLRQ��7KH�SUHVXPSWLRQ�RI�FRPSHWLWLRQ�KDV�EHHQ�GHVFULEHG�DV�WKH�IRXQGDWLRQ�RI�FODVVLFDO� HFRQRPLFV�� ZLWK� FODVVLFDO� HFRQRPLVWV� EHOLHYLQJ� WKDW� DOWKRXJK� LQGLYLGXDOV ZHUH�PRWLYDWHG� E\� VHOI�ORYH� DQG� SHUVRQDO� DPELWLRQ�� IUHH� FRPSHWLWLRQ� �$GDP� 6PLWK¶V� µLQYLVLEOH�KDQG¶�� JXDUDQWHHG�EHQHILWV� IRU� WKH� FRPPXQLW\� DV� D�ZKROH� �%DQQRFN�HW� DO��� �������&ODVVLFDO�HFRQRPLVWV¶�IRFXV�RQ�ODERXU�DQG�FDSLWDO�DQG�WKH�GLVWULEXWLRQ�RI�ZHDOWK�EHWZHHQ�WKH�WZR�KDG�REYLRXV�SROLWLFDO� FRQQRWDWLRQV��+RZHYHU�� LQ� WKH� WZHQWLHWK� FHQWXU\�� QHR�FODVVLFDO� HFRQRPLVWV�VXFK�DV�+LFNV���������+LFNV�DQG�$OOHQ��������DQG�6DPXHOVRQ���������������ZLWK�WKHLU�IRFXV�RQ� PDWKHPDWLFDO� HFRQRPLFV�� XWLOLW\� IXQFWLRQV� DQG� JHQHUDO� HTXLOLEULXP� WKHRU\�� DWWHPSWHG� WR�VKLIW� WKH� HPSKDVLV� DZD\� IURP� µYDOXH¶� DQG� µSURGXFWLRQ¶� WRZDUGV� FRQFHSWV� RI� µXWLOLW\¶��µLQGLIIHUHQFH�FXUYHV¶�DQG�µSUHIHUHQFHV¶��D�SURFHVV�ZKLFK�KDV�EHHQ�REVHUYHG�DV�DQ�DWWHPSW�WR�GH�SROLWLFLVH� HFRQRPLFV� �7LQNHU� HW� DO��� ������� $W� WKH� KHDUW� RI� WKH� UHVXOWDQW� QHR�FODVVLFDO�HFRQRPLF� WKHRU\� RI� WKH� ILUP� OLH� D� QXPEHU� RI� FRUH�� WDNHQ�IRU�JUDQWHG�� QRQ�FRQMHFWXUDO�SURSRVLWLRQV�DERXW�KXPDQ�QDWXUH�DQG�WKH�EHKDYLRXU�RI�PDUNHWV���x KXPDQ�QDWXUH ± L�H��WKDW�LQYHVWRUV�DQG�GHFLVLRQV�PDNHUV��DV�HFRQRPLF�DJHQWV��DUH��DW�WKH�LQGLYLGXDO�OHYHO��IRUPDOO\�µUDWLRQDO¶�DQG�µXWLOLW\�PD[LPLVHUV¶��DQG�x EHKDYLRXU� RI� PDUNHWV � L�H�� WKDW� ILQDQFLDO� PDUNHWV� DUH� SHUIHFWO\� FRPSHWLWLYH� DQG�LQIRUPDWLRQ�LV�IUHHO\�DYDLODEOH���7KH� DVVXPSWLRQ� UHODWLQJ� WR� KXPDQ� QDWXUH� LV H[SORUHG� LQ�PRUH� GHWDLO� LQ� 6HFWLRQ� ���� EHORZ��+RZHYHU��LW�LV�LPSRUWDQW�WR�DSSUHFLDWH�DW�WKLV�VWDJH�WKDW�WKH�EHKDYLRXU�RI�LQGLYLGXDOV�DQG�WKH�EHKDYLRXU�RI�ILUPV�DQG�PDUNHWV�DUH�LQH[WULFDEO\�OLQNHG�LQ�WKH�FRQWH[W�RI�WKH�WKHRU\�RI�WKH�ILUP�DV� LV�EHLQJ�XVHG�KHUH��7KXV��%HOO� �������GHVFULEHV�SRVLWLYH�HFRQRPLF� WKHRU\�DV�EHLQJ�EDVHG�XSRQ�WZR�VSHFLILF�DVVXPSWLRQV�UHODWLQJ�WR�KXPDQ�EHKDYLRXU�DQG�LWV�VRFLDO�VHWWLQJV��RQH�EHLQJ�WKH� QRWLRQ� RI� µXWLOLW\�PD[LPLVDWLRQ¶�� WKH�PRWLYDWLRQDO� IRXQGDWLRQ� IRU�SXUSRVHIXO� DFWLRQ�� DQG�WKH�RWKHU�D�WKHRU\�RI�PDUNHWV�DV�WKH�VWUXFWXUDO�ORFDWLRQ�LQ�ZKLFK�WUDQVDFWLRQV�WDNH�SODFH��WKHVH�DVVXPSWLRQV� FRQYHUJLQJ� LQ� WKH� WKHVLV� WKDW�³«�LQGLYLGXDOV�DQG� ILUPV�VHHN� WR�PD[LPLVH� WKHLU�XWLOLWLHV��SUHIHUHQFHV��ZDQWV��LQ�GLIIHUHQW�PDUNHWV��DW�WKH�EHVW�SULFH��DQG�WKDW�LV�WKH�HQJLQH�WKDW�GULYHV� DOO� EHKDYLRXU� DQG� H[FKDQJH´� �%HOO� ����� S������:LWKLQ� WKLV� IUDPHZRUN� RI� HFRQRPLF�DQDO\VLV��WKH�ILUP�LV�YLHZHG�DV�D�EODFN�ER[��RU�ZKDW�KDV�EHHQ�GHVFULEHG�DV�D�³«�VHW�RI�IHDVLEOH�
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SURGXFWLRQ� SODQV� «´� �+DUW� ������ S������ LQYROYLQJ� WKH� XVH� RI� IDFWRUV� RI� SURGXFWLRQ��SULQFLSDOO\�ODQG��ODERXU��FDSLWDO��LQ�D�FRPELQDWLRQ�WKDW�LV�GHVLJQHG�WR�PD[LPLVH�WKH�ZHOIDUH�RI�WKH�RZQHU�RI�WKH�ILUP��ZKHUH�ZHOIDUH�LV�QRUPDOO\�UHSUHVHQWHG�E\�SURILW����6XFK�D�YLHZ�RI�WKH�ILUP�LV�QRW�FRQFHUQHG�ZLWK�DQG�WKXV�GRHV�QRW�H[SODLQ�ZKDW�JRHV�RQ�LQVLGH�WKH�µEODFN�ER[¶�LQ�UHODWLRQ� WR�VXFK�PDWWHUV�DV� WKH�RUJDQL]DWLRQ�RI�SURGXFWLRQ�� WKH� UHFRJQLWLRQ�DQG�UHVROXWLRQ�RI�FRQIOLFWV�EHWZHHQ�WKH�YDULRXV�IDFWRUV�RI�SURGXFWLRQ�RU�KRZ�WKH�JRDO�RI�SURILW�PD[LPLVDWLRQ�LV�DFKLHYHG�� 5DWKHU�� VXFK� FRQIOLFWV� RI� LQWHUHVW� DUH� HIIHFWLYHO\� DVVXPHG� DZD\� EHFDXVH� RI� WKH�DVVXPSWLRQV�RI�SHUIHFW�LQIRUPDWLRQ�DQG�WKH�DEVHQFH�RI�DQ\�WUDQVDFWLRQ�FRVWV��/HUQHU����������'HVSLWH� LWV� REYLRXV� ODFN� RI� UHDOLVP�� VXFK� D� WKHRUHWLFDO� FRQVWUXFW� ZDV� VHHQ� DV� D� JRRG�DSSUR[LPDWLRQ� WR� WKH� SUH�LQFRUSRUDWLRQ� ILUPV� WKDW� GRPLQDWHG� WKH� EXVLQHVV�ZRUOG� GXULQJ� WKH�VHFRQG�KDOI�RI�WKH�QLQHWHHQWK�FHQWXU\��0RUHRYHU��DV�QRWHG�E\�'HPVHW]�DQG�5LFDUGR�&DPSEHOO���������LW�LV�D�PLVWDNH�WR�FRQIXVH�WKH�ILUP�LQ�QHR�FODVVLFDO�HFRQRPLF�WKHRU\�ZLWK�LWV�UHDO�ZRUOG�FRXQWHUSDUW�JLYHQ�WKDW� WKH�FKLHI�PLVVLRQ�RI�QHRFODVVLFDO�HFRQRPLFV�LV�WR�XQGHUVWDQG�KRZ�WKH�SULFH� V\VWHP� �L�H�� PDUNHWV�� FRRUGLQDWHV� WKH� XVH� RI� UHVRXUFHV�� QRW� WR� XQGHUVWDQG� WKH� LQQHU�ZRUNLQJV�RI�UHDO�ILUPV��KHQFH��WKH�EODFN�ER[�DQDORJ\���,Q�RWKHU�ZRUGV��WKH�µILUP¶�LV�PHUHO\�D�WKHRUHWLFDO� FRQVWUXFW� XVHG� IRU� SUHGLFWLQJ� WKH� UHODWLRQVKLSV� EHWZHHQ� �FKDQJHV� LQ�� SULFHV� DQG��FKDQJHV�LQ��HFRQRPLF�DFWLYLW\��7KH�IDFW� WKDW�UHDO�ILUPV�IDLO� WR�FRUUHVSRQG�WR�WKLV� WKHRUHWLFDO�FRQVWUXFW�GRHV�QRW�� LW� LV�FODLPHG��XQGHUPLQH�LWV�UHOHYDQFH�DV�D�JHQHUDO� WKHRU\�RI�PDUNHWV�IRU�SUHGLFWLQJ�DQG�H[SODLQLQJ�HFRQRPLF�EHKDYLRXU� LQ� WHUPV�RI� WKH� UHODWLRQVKLSV�EHWZHHQ�SULFHV��SURGXFWLRQ�DQG�FRQVXPSWLRQ�DW�WKH�DJJUHJDWH�OHYHO��,QGHHG��DV�QRWHG�E\�-HQVHQ�DQG�0HFNOLQJ��������S�������WKH�HFRQRPLFV�OLWHUDWXUH�JHQHUDOO\�VXEVXPHG�XQGHU�WKH�KHDGLQJ�µWKHRU\�RI�WKH�ILUP¶� LV� QRW� D� WKHRU\� RI� WKH� ILUP� DW� DOO�� EXW� UDWKHU� D� WKHRU\� RI�PDUNHWV� LQ� ZKLFK� ILUPV� DUH�LPSRUWDQW�DFWRUV��7KLV�JHQHUDO�IUDPHZRUN�RI�QHR�FODVVLFDO�HFRQRPLFV�FRQWLQXHV�WR�SURYLGH�WKH�EDVLV� IRU� PDQ\� RI� WKH� PRGHOV� DQG� WKHRULHV� FXUUHQWO\� XVHG� LQ� HFRQRPLFV� DQG� DFFRXQWLQJ��LQFOXGLQJ�QXPHURXV��QRUPDWLYH��GHFLVLRQ�PRGHOV�ZKLFK�SUHVFULEH�RSWLPDO�SURILW�PD[LPLVLQJ�EHKDYLRXU� LQ� UHODWLRQ� WR� FDSLWDO� LQYHVWPHQW�� OLQHDU� SURJUDPPLQJ� DQG� FRVW�YDULDQFH�LQYHVWLJDWLRQ��+DUW���������+RZHYHU�� LQ� WKH�ODWWHU�KDOI�RI� WKH�WZHQWLHWK�FHQWXU\��D�QXPEHU�RI�HFRQRPLVWV�VRXJKW�WR�GHYHORS�DOWHUQDWLYH�WKHRULHV�RI�WKH�ILUP�ZKLFK�LQFRUSRUDWH�µUHDO�ZRUOG¶�IHDWXUHV�RI�WKH�PRGHUQ�OLPLWHG�OLDELOLW\ FRUSRUDWLRQ�DQG�RWKHU�HFRQRPLF�LQVWLWXWLRQV�LQWR�WKHLU�DQDO\VLV� �+DUW�� ������� )RU� H[DPSOH�� WKH� DVVXPSWLRQ� RI� XWLOLW\� PD[LPL]DWLRQ� KDV� EHHQ� WKH�VXEMHFW� RI� FRQVLGHUDEOH� HPSLULFDO� HQTXLU\� RYHU� WKH� \HDUV�� PXFK� RI� LW� FRQGXFWHG� ZLWKLQ� WKH�GLVFLSOLQH�RI�FRJQLWLYH�SV\FKRORJ\��7KH�UHVXOWLQJ�HPSLULFDO�HYLGHQFH�VXJJHVWV�WKDW�LQGLYLGXDOV�GR�QRW�SRVVHVV�D�GHJUHH�RI�UDWLRQDOLW\�QHHGHG�WR�FRQGXFW�WKH�PDUJLQDO�DQDO\VLV�WKDW�LV�UHTXLUHG�IRU� XWLOLW\� PD[LPL]DWLRQ�� 7KLV� OHG� WR� WKH� GHYHORSPHQW� RI� µEHKDYLRXUDO¶� DQG� µPDQDJHULDO¶WKHRULHV�RI�WKH�ILUP�ZKLFK�IRFXV�RQ�WKH�PRWLYDWLRQV�RI�PDQDJHUV�ZKR�FRQWURO�EXW�GR�QRW�RZQ�DQG�KDV�OLWWOH�UHVHPEODQFH�WR�WKH�FODVVLFDO�µHFRQRPLF�PDQ¶��)DPD���������([DPSOHV�RI�WKHVH�DOWHUQDWLYH� SRVWXODWHV� RI� PDQDJHULDO� EHKDYLRXU� LQFOXGH� 6LPRQ¶V� ������� ������ FRQFHSW� RI�µERXQGHG� UDWLRQDOLW\¶� �ZKLFK� SURGXFHV� VDWLVILFLQJ� UDWKHU� WKDQ� PD[LPLVLQJ� EHKDYLRXU�� DQG�%DXPRO¶V��������VXJJHVWLRQ�WKDW�PDQDJHUV�VLPSO\�VHHN�WR�NHHS�WKHLU�RZQHUV��D�GLIIXVHG�VHW�RI�VKDUHKROGHUV�� KDSS\� E\� SURYLGLQJ� D� PLQLPXP� DFFHSWDEOH� SRVLWLYH� UHWXUQ� �VHH� DOVR�� IRU�H[DPSOH��&\HUW�DQG�0DUFK��������/HLEHQVWHLQ��������0DUFK�DQG�6LPRQ��������:LOOLDPVRQ����������������������������0DQ\� HFRQRPLVWV� ZHUH�� KRZHYHU�� UHOXFWDQW� WR� UHOLQTXLVK� WKH� DVVXPSWLRQ� RI� PD[LPLVLQJ�EHKDYLRXU����5DWKHU��WKH\�PRYHG�WRZDUGV�WKHRULHV�ZKLFK��ZKLOVW�UHMHFWLQJ�WKH�FODVVLFDO�PRGHO�
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RI�WKH�ILUP��DVVXPHG�FODVVLFDO�IRUPV�RI�HFRQRPLF�EHKDYLRXU��)DPD���������$V�D�FRQVHTXHQFH��D�QXPEHU�RI�GLIIHUHQW�VWUHDPV�RQ�WKH�HFRQRPLF�QDWXUH�RI�WKH�ILUP�HPHUJHG��QRWDEO\���x SULQFLSDO�DJHQW� WKHRU\ �$OFKLDQ� DQG� 'HPVHW]�� ������ %HUKROG�� ������ %HUOH� DQG�0HDQV��������)DPD��������+HFNHUPDQ��������-HQVHQ�DQG�0HFNOLQJ��������0DUULV��������5RVV��������������x WUDQVDFWLRQ��RU�FRQWUDFWLQJ��FRVW�WKHRU\��&RDVH��������������.QLJKW��������0RQVRQ�DQG�'RZQV��������0F0DQXV��������:LOOLDPVRQ���������������������DQG�x SURSHUW\� ULJKWV� WKHRU\ �$OFKLDQ�� ������ 'HPVHW]�� ������ )XUXERWQ� DQG� 3HMRYLFK��������+DUW�DQG�0RRUH��������+ROPVWURP�DQG�7LUROH��������0LOJURP�DQG�5REHUWV���������$�GHWDLOHG�UHYLHZ�RI�WKHVH�GLIIHUHQW�WUDGLWLRQV�LQ�HFRQRPLFV�LV�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\� �IRU� DQ� RYHUYLHZ�� VHH�� IRU� H[DPSOH�� +DUW�� ������ 0DFKOXS�� ������ 3UHVWRQ�� ������3XWWHUPDQ�DQG�.URV]QHU���������7KH\�GR��KRZHYHU��KDYH�DQ�LPSRUWDQW�UROH�WR�SOD\�LQ�WHUPV�RI�WKH�UHVSHFWLYH��LQGLYLGXDO�DVSHFWV�RI�FRQYHQWLRQDO�QHR�FODVVLFDO�WKHRU\�ZKLFK�WKH\�H[SORUH�DQG�H[SDQG��7KXV��ZKHUHDV�µLQIRUPDWLRQ�HFRQRPLFV¶�� OHG�WR�UHVHDUFKHUV�UHOD[LQJ�WKH�DVVXPSWLRQ�RI�FRVWOHVV�LQIRUPDWLRQ��DJHQF\�WKHRULVWV�VXFK�DV�)DPD��������ZHQW�IXUWKHU�DQG��UHIOHFWLQJ�WKH�FKDQJHG�RZQHUVKLS�PDQDJHPHQW�UHODWLRQVKLS�RI�WKH�SRVW�FRUSRUDWH�RUJDQL]DWLRQ��GLVSHOOHG�WKH�ORQJ�KHOG��FODVVLFDO�YLHZ�RI�µHQWUHSUHQHXUV¶��RZQHU�PDQDJHUV��RI�RUJDQL]DWLRQV��7KH�FKDQJHG�RZQHUVKLS�PDQDJHPHQW�UHODWLRQVKLS��ZKLFK�IRUPV�SDUW�RI�SULQFLSDO�DJHQW�WKHRU\��LV�H[SORUHG�LQ�WKH�QH[W�VHFWLRQ�
��� 6HSDUDWLRQ�RI�RZQHUVKLS�IURP�FRQWURO�± WKH�µSULQFLSDO�DJHQW�SUREOHP¶$PRQJVW�HFRQRPLVWV��SDUWLFXODUO\�WKRVH�EHORQJLQJ�WR�WKH�ILQDQFH�ZLQJ��SULQFLSDO�DJHQW�WKHRU\�LV�VHHQ�RQH�RI�WKH�PRVW�LPSRUWDQW�GHYHORSPHQWV�LQ�WKH�WKHRU\�RI�WKH�ILUP�VLQFH�WKH�PLG�����V��DGGUHVVLQJ�DV�LW�GRHV�VRPH�RI�WKH�ZHDNQHVVHV�RI�WKH�QHR�FODVVLFDO�DSSURDFK�GHVFULEHG�DERYH��+DUW�� ������� :KLOVW� SULQFLSDO�DJHQF\� WKHRU\� VWLOO� YLHZV� WKH� ILUP� DV� D� µEODFN� ER[¶� RU�µSURGXFWLRQ� VHW¶�� D� QHZ� IDFWRU� RI� SURGXFWLRQ� LV� UHFRJQLVHG� LQ� WKH� IRUP� RI� SURIHVVLRQDO�PDQDJHUV ZKRVH� WDVN� LW� LV� WR� UXQ� WKH�EXVLQHVV��ZLWK�FRPSOHWH�H[HFXWLYH�FRQWURO�RYHU�PDMRU�GHFLVLRQV�VXFK�DV�KRZ�WR�VWUXFWXUH�WKH�RSHUDWLRQV��ZKHUH�WR� ORFDWH�QHZ�IDFWRULHV��KRZ�PDQ\�SHRSOH� WR� HPSOR\� DQG� ORQJ� WHUP� FDSLWDO� LQYHVWPHQW� SURMHFWV�� ,Q� VR� GRLQJ�� FRQWHPSRUDU\�DJHQF\� WKHRU\� LQ� WKH� FRQWH[W� RI� PRGHUQ�� ODUJH� FRUSRUDWLRQV�� OD\V� WR� UHVW� QRW� RQO\� WKH�SUHVXPSWLRQ�WKDW�D�FRUSRUDWLRQ�KDV�RZQHUV�LQ�DQ\�PHDQLQJIXO�VHQVH��EXW�DOVR�WKH�SUHVXPSWLRQ�RI�DQ� µHQWUHSUHQHXU¶�LQ�FODVVLFDO�HFRQRPLFV�SDUODQFH�� WKH� WZR� IXQFWLRQV�RI�PDQDJHPHQW�DQG�ULVN�EHDULQJ�KDYLQJ�EHHQ�VHSDUDWHG�XQGHU�FRQWUDFWXDO�DUUDQJHPHQWV��)DPD���������7KH�PDLQ�LVVXH� FRQIURQWHG� E\� SULQFLSDO�DJHQW� WKHRU\�� ZKLFK� LV� QRW� DGGUHVVHG� E\� FRQYHQWLRQDO� QHR�FODVVLFDO� WKHRU\�� LV� QRW� VR� PXFK� WKH� GLYRUFH� RI� RZQHUVKLS� IURP� FRQWURO�� EXW� UDWKHU� WKH�HFRQRPLF� FRQVHTXHQFHV RI� WKLV� VHSDUDWLRQ�� (FRQRPLVWV� UHFRJQLVH� WKDW�� IROORZLQJ� WKH�VHSDUDWLRQ��FRQIOLFWV�RI� LQWHUHVW�FDQ�DULVH�EHWZHHQ�WKH�DJHQW�DQG�WKH�SULQFLSDO�EHFDXVH�RI�WKH�XWLOLW\� PD[LPLVDWLRQ� DVVXPSWLRQ� XQGHU� ZKLFK� DOO SHRSOH� DUH� DVVXPHG� WR� EH� UDWLRQDO��PD[LPLVLQJ�LQGLYLGXDOV�ZKR��FUXFLDOO\��GR�QRW�KDYH�WKH�VDPH�LQIRUPDWLRQ��7KRUQWRQ���������$V� D� FRQVHTXHQFH�RI� WKLV� µLQIRUPDWLRQ� DV\PPHWU\¶�� DJHQWV¶� DFWLRQV� FDQ�EH�KLGGHQ� IURP�WKH�SULQFLSDO�� HQDEOLQJ� WKHP� WR� SURILW� DW� WKH� H[SHQVH� RI� WKH� ODWWHU�� OHDGLQJ� WR� VXE�RSWLPDO�HFRQRPLF�EHKDYLRXU��0RUHRYHU��QRW�RQO\�LV�LW�DVVXPHG�WKDW�DJHQWV�ZLOO�DFW�LQ�WKHLU�RZQ�VHOI�LQWHUHVW�EXW�WKDW�WKH\�ZLOO�ORJLFDOO\�GR�VR�µZLWK�JXLOH¶��:LOOLDPVRQ���������µ*XLOH¶�LV�XVHG�KHUH�
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LQ�LWV�OLWHUDO�VHQVH��L�H��DFWLQJ�ZLWK�WUHDFKHU\��GHFHLW�DQG�FXQQLQJ��(FRQRPLVWV�DQG�RUJDQL]DWLRQ�WKHRULVWV�UHIHU�WR�WKH�µVHOI�LQWHUHVW�VHHNLQJ�ZLWK�JXLOH¶�DVVXPSWLRQ�DV�µPRUDO�KD]DUG¶��$UURZ��������RU�µRSSRUWXQLVP¶��:LOOLDPVRQ����������������7KH�VHSDUDWLRQ�RI�RZQHUVKLS�DQG�FRQWURO�FDQ�EH�WUDFHG�EDFN�WR�WKH�DGYHQW�RI� WKH�MRLQW�VWRFN�FRPSDQ\� LQ� WKH� VHYHQWHHQWK� FHQWXU\� -RLQW�VWRFN� FRPSDQLHV� FDPH� LQWR� H[LVWHQFH� LQ�RUGHU� WR�PHHW� WKH� QHHGV� RI� YHQWXUH� FDSLWDOLVWV� IRU� ODUJHU� DPRXQWV� RI� FDSLWDO�� SDUWLFXODUO\� RYHUVHDV�WUDGLQJ�FRPSDQLHV��SUHFLSLWDWLQJ�WKH�HPHUJHQFH�RI�WKH�SURIHVVLRQDO�PDQDJHU��%DQQRFN�HW�DO����������8S�WR�WKDW�WLPH��WKH�WUDGLWLRQDO�LQVWLWXWLRQ�RI�EXVLQHVV�ZDV�RZQHU�FRQWUROOHG��ZLWK�WKH�RZQHU�DVVXPLQJ� WKH�UROH�RI�PDQDJLQJ� WKH�EXVLQHVV�DQG�HQMR\LQJ�WKH�UHZDUGV�RI�DQ\�VXUSOXV�DIWHU�SD\LQJ�DPRXQWV�GXH�WR�WKH�RWKHU�µIDFWRUV�RI�SURGXFWLRQ¶�VXFK�DV�ZDJHV�WR�HPSOR\HHV�DQG�UHQWV� WR� ODQGORUGV�� 2YHU� WLPH�� WKH� LQWURGXFWLRQ� RI� WKH� FRQFHSW� RI� OLPLWHG� OLDELOLW\� IRU� ERWK�SXEOLF� DQG� SULYDWH� FRPSDQLHV� DQG� WKH� JUDGXDO� HPHUJHQFH� RI� WKH� PRGHUQ� JLDQW�� JOREDO�FRUSRUDWLRQ��IXQGDPHQWDOO\�FKDQJHG�WKH�QDWXUH�RI�WKH�YHQWXUH�FDSLWDOLVWV¶�UHODWLRQVKLS�ZLWK�WKH�RUJDQL]DWLRQ� LQ� ZKLFK� WKHLU� PRQH\� FDSLWDO� ZDV� LQYHVWHG�� JLYLQJ� ULVH� WR� ZKDW� LV� WHUPHG� WKH�DJHQF\ SUREOHP �5RVV�� ��������� 7KH� µDJHQF\� SUREOHP¶� VWHPV� IURP� WKH� UHFRJQLWLRQ� WKDW� �D��ZLWK� GLIIHUHQW� XWLOLW\� IXQFWLRQV�� WKH� GHVLUHV�� QHHGV� DQG� ZDQWV� RI� WKH� SULQFLSDO� DQG� DJHQW�FRQIOLFW� DQG� �E�� LW� LV� GLIILFXOW� DQG�RU� H[SHQVLYH� IRU� WKH�SULQFLSDO� WR�YHULI\�ZKDW� WKH� DJHQW� LV�GRLQJ�� 2QH� RI� WKH� HDUOLHVW� ZULWHUV� WR� DGGUHVV� WKH� µDJHQF\� SUREOHP¶� ZDV� $GDP� 6PLWK�������������LQ�KLV�VHPLQDO�WUHDWLVH�RQ�7KH�:HDOWK�RI�1DWLRQV�7KH�GLUHFWRUV�RI� VXFK� >MRLQW� VWRFN@�FRPSDQLHV��KRZHYHU��EHLQJ� WKH�PDQDJHUV�UDWKHU�RI�RWKHU�SHRSOH¶V�PRQH\� WKDQ�RI� WKHLU�RZQ�� LW�FDQQRW�EH�ZHOO�H[SHFWHG�WKDW�WKH\�VKRXOG�ZDWFK�RYHU�LW�ZLWK�WKH�VDPH�DQ[LRXV�YLJLODQFH�ZLWK�ZKLFK�WKH�SDUWQHUV� LQ� D� SULYDWH� FRSDUWQHU\� IUHTXHQWO\� ZDWFK� RYHU� WKHLU� RZQ�� /LNH� WKH�VWHZDUGV� RI� D� ULFK� PDQ�� WKH\� DUH� HDVLO\� DSW� WR� FRQVLGHU� DWWHQWLRQ� WR� VPDOO�PDWWHUV� DV� QRW� IRU� WKHLU� PDVWHU¶V� KRQRXU� DQG� YHU\� HDVLO\� JLYH� WKHPVHOYHV� D�GLVSHQVDWLRQ�IURP�KDYLQJ�LW��1HJOLJHQFH�DQG�SURIXVLRQ��WKHUHIRUH��PXVW�DOZD\V�SUHYDLO�� PRUH� RU� OHVV�� LQ� WKH� PDQDJHPHQW� RI� WKH� DIIDLUV� RI� VXFK� D� FRPSDQ\�6PLWK������������S������DV�TXRWHG�LQ�-HQVHQ�DQG�0HFNOLQJ�������S������+RZHYHU��LW�ZDV�QRW�XQWLO�WKH�HDUO\�����V�WKDW�HFRQRPLVWV�VWDUWHG�WR�WDNH�WKH�SULQFLSDO�DJHQW�SUREOHP� VHULRXVO\�� %HUOH� DQG� 0HDQV� �������� LQ� D� VHPLQDO� SDSHU� RQ� WKH� VHSDUDWLRQ� RI�RZQHUVKLS� DQG� FRQWURO�� IRFXVHG� RQ� LWV� HFRQRPLF� LPSOLFDWLRQV� LQ� WKH� FRQWH[W� RI� WKH�PRGHUQ�FRUSRUDWLRQ�7KH� VHSDUDWLRQ� RI� RZQHUVKLS� IURP� FRQWURO� SURGXFHV� D� FRQGLWLRQ� ZKHUH� WKH�LQWHUHVWV�RI� RZQHU�DQG�RI� XOWLPDWH�PDQDJHU�PD\�� DQG�RIWHQ�GR�� GLYHUJH�� DQG�ZKHUH�PDQ\�RI� WKH�FKHFNV�ZKLFK� IRUPHUO\�RSHUDWHG� WR� OLPLW� WKH�XVH�RI�SRZHU�GLVDSSHDU�� «� ,Q� FUHDWLQJ� WKHVH� QHZ� UHODWLRQVKLSV�� WKH� TXDVL�SXEOLF�FRUSRUDWLRQ� PD\� IDLUO\� EH� VDLG� WR� ZRUN� D� UHYROXWLRQ�� ,W� «� KDV� GLYLGHG�RZQHUVKLS� LQWR� QRPLQDO� RZQHUVKLS� DQG� WKH� SRZHU� IRUPHUO\� MRLQHG� WR� LW��7KHUHE\� WKH� FRUSRUDWLRQ� KDV� FKDQJHG� WKH�QDWXUH�RI� SURILW�VHHNLQJ� HQWHUSULVH�%HUOH�DQG�0HDQV�������S����,Q�VKRUW��%HUOH�DQG�0HDQV¶�WKHVLV�LV�WKDW�SURIHVVLRQDO�PDQDJHUV�QRW�RQO\�UXQ�WKH�FRUSRUDWLRQ�EXW�DOVR�HVVHQWLDOO\�DUH�QRW�FRQWUROOHG�E\�WKH�VKDUHKROGHUV��%HQVWRQ���������%HUOH�DQG�0HDQV�GHSLFWHG� PRGHUQ� FRUSRUDWLRQV� DV� ODUJHO\� FRQWUROOHG� E\� D� PDQDJHPHQW� KDYLQJ� RQO\� D� YHU\�VPDOO�SHUFHQWDJH�RI�LWV�OLVWHG�VKDUHV��DQG�WKXV�YHU\�OLWWOH�ILQDQFLDO�LQWHUHVW�LQ�WKH�SURILWDELOLW\�
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RI� WKH� ILUP¶V�DFWLYLWLHV��7KLV� ORVV�RI�FRQWURO�RYHU� WKH�GDLO\�PDQDJHPHQW�RI� WKH�EXVLQHVV�ZDV�VHHQ�DV�FRPSRXQGHG�E\�WKH�IDFW�WKDW�RZQHUVKLS�RI�WKH�ILUP�LV�EURDGO\�GLVSHUVHG�DFURVV�ODUJH�QXPEHUV�RI�VPDOO�VKDUHKROGHUV�VXFK�WKDW�WKH�W\SLFDO�VKDUHKROGHU�KDG�OLWWOH�LQFHQWLYH�WR�PRQLWRU�FORVHO\� WKH� PDQDJHUV� RI� D� FRUSRUDWLRQ�� &RQVHTXHQWO\�� SURIHVVLRQDO� PDQDJHUV� KDG� JUHDWHU�IUHHGRP�LQ� WKH�XVH�RI� WKH� ILUP¶V� UHVRXUFHV��:LWK�PDQDJHUV� UHFRJQLVHG�DV�XWLOLW\�PD[LPLVHUV�DQG� KDYLQJ� RWKHU� JRDOV� LQ�PLQG�� VXFK� DV� µRSSRUWXQLVP¶�� µRQ�WKH�MRE� FRQVXPSWLRQ¶�� µHPSLUH�EXLOGLQJ¶� DQG� DQ� µHDV\� OLIH¶�� DQG� WKH� SUREOHP� RI� LQIRUPDWLRQ� DV\PPHWU\� �VHH� DERYH��� LW�DSSHDUHG� QR� ORQJHU� SRVVLEOH� IRU� WKH� RZQHUV� WR� FRQWURO� WKH� SXUVXLW� RI� WKHLU� RZQ� SURILW�PD[LPLVLQJ�REMHFWLYHV��HYHQ�XQGHU�FRQWUDFW�ZLWK�WKH�PDQDJHU��,QGHHG��EHFDXVH�WKH\�ODFN�WKH�GHWDLOHG� NQRZOHGJH� RI� WKH� SURGXFWLRQ� VHW�� WKH� RZQHUV� ZHUH� VHHQ� DV� EHLQJ� XQDEOH� HYHQ� WR�HVWDEOLVK��H[�SRVW��ZKHWKHU� WKH�PDQDJHU�HYHQ�FKRVH� WKH�ULJKW�SODQ��+DUW��������� ,Q�DGGLWLRQ��WKH� SULQFLSDO� DQG� DJHQW� DUH� VHHQ� DV� KDYLQJ� GLIIHUHQW� DWWLWXGHV� WRZDUGV� ULVN�� JLYLQJ� ULVH� WR� D�GLIIHUHQW�VHW�RI�XWLOLW\�SUHIHUHQFHV�DQG��FHWHULV�SDULEXV��GLIIHUHQW�FRXUVHV�RI�DFWLRQ�ZKLFK�PD\�DGYHUVHO\� DIIHFW� WKH� SULQFLSDO¶V� ZHOIDUH�� ,Q� WKLV� VLWXDWLRQ�� WKH� SULQFLSDO� LV� VHHQ� DV� FDXJKW�EHWZHHQ� D� URFN� DQG� D� KDUG� SODFH� XQDEOH� WR� FRQWURO� WKH� DJHQW¶V� µVXE�RSWLPDO� EHKDYLRXU¶�ZLWKRXW� LQFXUULQJ�SURKLELWLYH�RU�H[FHVVLYH�PRQLWRULQJ�FRVWV�RU��DOWHUQDWLYHO\��W\LQJ�GRZQ�WKH�DJHQW¶V�DFWLYLWLHV�E\�GUDZLQJ�XS�DQ�HQIRUFHDEOH�FRQWUDFW�ZKLFK�VSHFLILHV�DOO�WKH�GXWLHV�RI�WKH�DJHQW� LQ� DOO VLWXDWLRQV���� 7KLV� SHUFHSWLRQ� RI� WKH� PRGHUQ� FRUSRUDWLRQ� QRW� RQO\� UHGXFHV� WKH�DWWUDFWLYHQHVV�RI� VWRFN�PDUNHWV� WR� LQYHVWRUV�EXW�� IRU�%HUOH�DQG�0HDQV�� UHSUHVHQWHG�D�VHULRXV�LPSHGLPHQW� WR� WKH� VRFLDO� IXQFWLRQ� RI� SULYDWH� RZQHUVKLS� RI� SURSHUW\�± WKDW� LV�� WKH� HIILFLHQW�DOORFDWLRQ�RI�VFDUFH�UHVRXUFHV�WKURXJK�FRPSHWLWLRQ��WKH�LQYLVLEOH�KDQG�RI�WKH�PDUNHW�SODFH��± D�V\VWHP�EDVHG�RQ�GHFHQWUDOL]DWLRQ�WKURXJK�SULYDWH�RZQHUVKLS�RI�WKH�PHDQV�RI�SURGXFWLRQ�DQG�GLVWULEXWLRQ�%HUOH� DQG�0HDQ¶V� DVVHVVPHQW� RI� WKH� UHODWLRQVKLS� EHWZHHQ� VKDUHKROGHUV� DQG� PDQDJHUV� ZDV�LPSRUWDQW� EHFDXVH�� QRWZLWKVWDQGLQJ� LWV� RPLVVLRQ� RI� WKH� SRWHQWLDOO\� LPSRUWDQW� UROH� RI� EDQNV�DQG� RWKHU� LQYHVWPHQW� IXQGV� LQ� FRQWUROOLQJ�PDQDJHULDO� EHKDYLRXU� �VHH�� IRU� H[DPSOH��%ULFNHU�DQG� &KDQGDU�� ��������� LW� SURYLGHG� WKH� VWDUWLQJ� SRLQW� IRU� WKH� VXEVHTXHQW� GHYHORSPHQW� RI�DJHQF\� WKHRU\�� 1HR�FODVVLFDO� HFRQRPLVWV�� IRU� H[DPSOH�� UHVSRQGHG� WR� %HUOH� DQG� 0HDQV¶�QHJDWLYH� DSSUDLVDO� RI� WKH� µDJHQF\� SUREOHP¶� E\� H[SORULQJ� WKH� LPSHGLPHQWV� WR� WKH� SXUVXLW� RI�SURILW� PD[LPLVDWLRQ� DV� ZHOO� DV� WKH� FRQVWUDLQWV� RQ� PDQDJHULDO� GLVFUHWLRQ� LQ� PRUH� GHWDLO����$JHQF\� WKHRULVWV�� IRU� H[DPSOH�� DSSURDFKHG� WKH� SUREOHP� RI� RSSRUWXQLVP� E\� ORRNLQJ� DW� WKH�QDWXUH� RI� WKH� ILUP� DQG� WKH� UHDVRQ� IRU� LWV� H[LVWHQFH� �7KRUQWRQ�� ������� ,Q� D� VHPLQDO� SDSHU��$OFKLDQ�DQG�'HPVHW]��������DUJXH�WKDW�ILUPV�ORJLFDOO\�DULVH�EHFDXVH�RI�WKH�QHHG�IRU�D�FRQWURO�V\VWHP� WR� PLWLJDWH� µGHVWUXFWLYH� RSSRUWXQLVP¶� RU� µVKLUNLQJ¶�� DOVR� NQRZQ� DV� µSHUTXLVLWH�FRQVXPSWLRQ¶� �'HPVHW]� DQG� 5LFDUGR�&DPSEHOO�� �������� $OFKLDQ� DQG� 'HPVHW]� �������SURYLGH�QRW�VR�PXFK�D�µWKHRU\�RI�WKH�ILUP¶�EXW�RI�D�SDUWLFXODU�IRUP�RI�HFRQRPLF�RUJDQL]DWLRQ��ZKDW� WKH\� GHVFULEH� DV� D� VSHFLDOL]HG� VXUURJDWH� IRU� D�PDUNHW� IRU� WKH� WHDP�XVH� RI� LQSXWV�� IRU�VLWXDWLRQV� LQYROYLQJ� WHDP� SURGXFWLRQ�� %\� IRFXVLQJ� RQ� WHDP� DFWLYLW\�� WKH\� KLJKOLJKW� WKH�µPRQLWRULQJ� �RU� PHWHULQJ�� SUREOHP¶� DVVRFLDWHG� ZLWK� PDWFKLQJ� UHZDUG� WR� HIIRUW� LQ� MRLQW�SURGXFWLRQ� DUUDQJHPHQWV�� 7KH� µPHWHULQJ� SUREOHP¶� LQ� D� WHDP� FRQWH[W� LV� FRQFHUQHG� ZLWK�UHZDUGLQJ� DQG� LQGXFLQJ� WR� ZRUN� HIILFLHQWO\� WKH� PHPEHUV� RI� D� WHDP� ZKHUH� WKH� PDUJLQDO�SURGXFWV�RI�FR�RSHUDWLYH�WHDP�PHPEHUV�DUH�GLIILFXOW�WR�LGHQWLI\�RU�REVHUYH��L�H��DFWLRQ�DQG�RU�GHFLVLRQ�PDNLQJ� DUH� µKLGGHQ¶� ZKHQ� WU\LQJ� WR� PHWHU� RXWSXWV�� ,I� PHDVXULQJ� LQGLYLGXDO�SHUIRUPDQFH�ZHUH� D� FRVWOHVV� H[HUFLVH�� WKLV�ZRXOG� QRW� EH� D�SUREOHP��+RZHYHU��$OFKLDQ� DQG�'HPVHW]�DUJXH�WKDW�LI�WKH�HPSOR\HU�FDQQRW�WHOO�DW�]HUR�FRVW�ZKLFK�HPSOR\HH�LV�VKLUNLQJ��HDFK�
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PHPEHU�RI�WKH�WHDP�KDV�DQ�LQFHQWLYH�WR�FKHDW�DJDLQVW�WKH�RWKHU�E\�HQJDJLQJ�LQ�PRUH�WKDQ�WKH�DYHUDJH�DPRXQW�RI�OHLVXUH��$OFKLDQ�DQG�'HPVHW]¶V�VROXWLRQ�WR�WKH�SUREOHP�RI�VKLUNLQJ�LV�IRU�WKH� WHDP� WR� DSSRLQW� D� WHDP� PRQLWRU ZKR�� LQ� UHWXUQ� IRU� EHLQJ� HQWLWOHG� WR� WKH� UHVLGXDO� FDVK�IORZV��DVVXPHV�YDULRXV�UROHV�VXFK�DV�REVHUYLQJ�LQSXW�EHKDYLRXU�DQG�JLYLQJ�DVVLJQPHQWV�DQG�LQVWUXFWLRQV����7KLV�PRGHO� RI� WKH� ILUP� LV�XVHG� WR H[SODLQ� WKH�PRGHUQ� ILUP� LQ� WKH� FRQWH[W�RI�UHODWLRQVKLSV� EHWZHHQ� WKH� YDULRXV� FRUSRUDWH� µLQSXWV¶�� $V� ORQJ� DV� LQSXWV� DUH� REVHUYDEOH��EXVLQHVV� FRUSRUDWLRQV� ZLOO� EH� HVWDEOLVKHG� EHFDXVH� WKH\� DUH� WKH� PRVW� HIIHFWLYH� PHDQV� RI�PRQLWRULQJ�WKH�WHDP¶V�LQSXWV��:KHUH�LQSXWV�DUH�QRW�REVHUYDEOH��L�H��ZKHUH�LW�LV�QRW�SRVVLEOH�WR�WHOO�IURP�REVHUYDWLRQ�ZKHWKHU�VRPHRQH�LV�HQMR\LQJ�SHUTXLVLWH�FRQVXPSWLRQ�RU�ZRUNLQJ��WKHQ�PRQLWRULQJ�LV�LPSRVVLEOH�DQG��DFFRUGLQJ�WR�$OFKLDQ�DQG�'HPVHW]¶V�DQDO\VLV��ILUPV�ZLOO�QRW�EH�IRUPHG��$OFKLDQ�DQG�'HPVHW]¶V�DQDO\VLV�LV�DOVR�LPSRUWDQW�IRU�WKH�LQVLJKWV�LW�JDYH�LQWR�WKH�FRQFHSW�RI�µSURSHUW\� ULJKWV¶� RI� LQGLYLGXDOV� �RU�PRUH� FRUUHFWO\�� WKH� VSHFLILFDWLRQ� RI� KXPDQ� ULJKWV� VLQFH��ZLWK� WKH� DEROLWLRQ� RI� VODYHU\�� KXPDQ� µSURSHUW\¶� LV� LQGLYLVLEOH� DQG� QRW� IRU VDOH��� 7KH�VSHFLILFDWLRQ� RI� LQGLYLGXDO� SURSHUW\� ULJKWV� GHWHUPLQHV� WKH� GLVWULEXWLRQ� RI� FRVWV� DQG� UHZDUGV�DPRQJ�WKH�SDUWLFLSDQWV�LQ�DQ\�RUJDQL]DWLRQ��6LQFH�WKH�VSHFLILFDWLRQ�RI�VXFK�ULJKWV�LV�QRUPDOO\�HIIHFWHG�WKURXJK�FRQWUDFWLQJ��ZKHWKHU�H[SOLFLWO\�RU�LPSOLFLWO\���LQGLYLGXDO�EHKDYLRXU�LV�VHHQ�DV�GHSHQGHQW�RQ�WKH�WHUPV�RI�WKHVH�FRQWUDFWXDO�DUUDQJHPHQWV��-HQVHQ�DQG�0HFNOLQJ���������)RU�H[DPSOH�� WKH�DJHQW� LV�QRUPDOO\�UHZDUGHG�RQ�WKH�EDVLV�RI�RXWSXW��ZLWK�DQ�DFFRXQWLQJ�QXPEHU��VXFK� DV� QHW� LQFRPH�� VHUYLQJ� DV� D� VXUURJDWH� IRU� D� PHDVXUH� RI� WKH� DJHQW¶V� SHUIRUPDQFH� LQ�DFKLHYLQJ�WKDW�RXWSXW��1HW�LQFRPH�LV�REYLRXVO\�D�ILJXUH�WKDW�LV�REVHUYDEOH�E\�ERWK�SDUWLHV��EXW�IRU� LW� WR� VHUYH� DV� D� YHKLFOH� IRU� FRQWUDFWLQJ� WKH� DFFRXQWLQJ� QXPEHU� LW�PXVW� SRVVHVV� WZR�NH\�DWWULEXWHV��7KRUQWRQ����������L� FRQGLWLRQDO�SUHGLFWDELOLW\ ± L�H��EHLQJ�DEOH�WR�SUHGLFW�KRZ�WKH�DFFRXQWLQJ�QXPEHU�ZLOO�EH�DIIHFWHG� E\� WKH� DJHQW¶V� DFWLYLWLHV� DQG� E\� HYHQWV� ZKLFK� RFFXU� GXULQJ� WKH� SHULRG� RI�VWHZDUGVKLS��VHH��IRU�H[DPSOH��7KRUQWRQ���������DQG���LL� KDUGQHVV ± L�H�� WKH� DELOLW\� RI� WKH� DFFRXQWLQJ� QXPEHU� WR� ZLWKVWDQG� SROLWLFDO� SUHVVXUHV�IURP�HLWKHU�SDUW\��VHH��IRU�H[DPSOH��,MLUL��������,Q� WKH� FRQWH[W� RI� DFFRXQWLQJ�� µKDUGQHVV¶� LV� DIIHFWHG� E\� WKH� GHJUHH� WR� ZKLFK� SDUWLFXODU�DFFRXQWLQJ�PHWKRGV�DUH�VXVFHSWLEOH�WR�YDULDWLRQ�WKURXJK�FKRLFH��VXFK�DV�IRU�H[DPSOH��KRZ�WR�FDOFXODWH� GHSUHFLDWLRQ�� ,Q� DQ� DJHQF\� FRQWH[W�� KDUG� DFFRXQWLQJ� QXPEHUV� ZKLFK� SRVVHVV�FRQGLWLRQDO� SUHGLFWDELOLW\� VHUYH� DV� REVHUYDEOH� LQVWUXPHQWV� IRU� FRQWUDFWLQJ� DQG� SHUIRUPDQFH�HYDOXDWLRQ��$FFRUGLQJ�WR�SULQFLSDO�DJHQW�WKHRU\��WKH�DJUHHPHQW�UHDFKHG�EHWZHHQ�DQ�DJHQW�DQG�D� SULQFLSDO� IRU� VKDULQJ� UHZDUGV� ZLOO� EH� D� FRPSURPLVH�� UHIOHFWLQJ� WKHLU� UHODWLYH� DWWLWXGHV�WRZDUGV�ULVN�DQG�WKH�H[WHQW�WR�ZKLFK�WKH�DJHQW�UHVSRQGV�WR�LQFHQWLYHV��6XFK�DUUDQJHPHQWV�FDQ�LQFOXGH� D� IL[HG� IHH� �ZKLFK� UHGXFHV� WKH� DJHQW¶V� H[SRVXUH� WR� ULVN�RI�QR� UHZDUG�� DQG� D�ERQXV�HOHPHQW��OLQNHG�WR�WKH�DJHQW¶V�SHUIRUPDQFH�DV�PHDVXUHG�E\��IRU�H[DPSOH��DFFRXQWLQJ�LQFRPH��)URP� WKH� SULQFLSDO¶V� SHUVSHFWLYH�� WKH� DLP� LV� WR� GHYLVH� D� PRQLWRULQJ� DQG� UHZDUG� VWUXFWXUH�ZKLFK�UHFRJQLVHV�WKH�QHHGV�RI�WKH�DJHQW��L�H��KLV�KHU�XWLOLW\�IXQFWLRQ��ZKLOVW�DW�WKH�VDPH�WLPH�PRWLYDWLQJ� WKH� DJHQW� WR� GLUHFW� KLV�KHU� HIIRUWV� WRZDUGV� JRDOV� ZKLFK� EHQHILW� WKH� SULQFLSDO��7KRUQWRQ���������7KH�SUHVHQFH�RI�RSSRUWXQLVP�PHDQV�WKDW�ERWK�SDUWLHV�ZLOO�ORJLFDOO\�FKRRVH�DQ�DFFRXQWLQJ�V\VWHP�WKDW�IDYRXUV� WKHPVHOYHV�� LQFOXGLQJ�WKH�DJHQW¶V�SURSHQVLW\�WR�HQMR\�RQ�WKH�MRE�FRQVXPSWLRQ��0RUHRYHU��ERWK�SDUWLHV�DUH�DVVXPHG�WR�DFW�ZLWK�H[�SRVW RSSRUWXQLVP��L�H��DIWHU WKH�WHUPV�RI�WKHLU�UHODWLRQVKLS�KDYH�EHHQ�QHJRWLDWHG��7KXV�ERWK�DJHQW�DQG�SULQFLSDO�ZLOO�
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DWWHPSW�WR�PDQLSXODWH�WKH�DFFRXQWLQJ�V\VWHP�LQ�WKHLU�IDYRXU��1J���������IRU�H[DPSOH��GHGXFHG�IURP�KLV�DJHQF\�PRGHO�WKDW��H[�SRVW��DQ�DJHQW�ZKRVH�UHPXQHUDWLRQ�LV�WLHG�WR�QHW�LQFRPH�ZLOO�SXUVXH�FKDQJHV�LQ�WKH�DFFRXQWLQJ�LQIRUPDWLRQ�V\VWHP�WKDW�ELDV�UHSRUWHG�LQFRPH�XSZDUG��WKDW�LV��EH\RQG�ZKDW�ZDV�FRQWHPSODWHG�H[�DQWH DW�WKH�WLPH�WKH�FRQWUDFW�ZDV�QHJRWLDWHG�
��� $JHQF\�FRVWV�LQ�FDSLWDO�PDUNHWV$OWKRXJK� LQIOXHQWLDO��$OFKLDQ�DQG�'HPVHW]¶V� �������H[SRVLWLRQ�RI� VKLUNLQJ��PRQLWRULQJ�DQG�WKH�PHWHULQJ� SUREOHP� GLG� QRW� VXFFHHG� LQ� DVVXDJLQJ� WKH� EDVLF� FRQFHUQV� UDLVHG� LQ�%HUOH� DQG�0HDQV¶��������DQDO\VLV��5DWKHU��LW�ZDV�D�JURXS�RI�ILQDQFH�HFRQRPLVWV��QRWDEO\�)DPD���������-HQVHQ�DQG�0HFNOLQJ��������DQG�0DQQH���������ZKR�UHVWRUHG�WKH�YHQWXUH�FDSLWDOLVWV¶�IDLWK�LQ�WKH�V\VWHP�RI�PDQDJHULDO�FDSLWDOLVP��-HQVHQ�DQG�0HFNOLQJ¶V��������VHPLQDO�SDSHU�IRFXVHG�RQ�WKH� EHKDYLRXUDO� LPSOLFDWLRQV� RI� RQH� DVSHFW� RI� µSURSHUW\¶� �L�H�� LQGLYLGXDO�� ULJKWV� HIIHFWHG�WKURXJK�FRQWUDFWLQJ��QDPHO\�WKRVH�LQGLYLGXDO�ULJKWV�VSHFLILHG�LQ�FRQWUDFWV�EHWZHHQ�WKH�RZQHUV�DQG� H[HFXWLYH� PDQDJHUV� RI� WKH� PRGHUQ� FRUSRUDWLRQ� LQ� WKH� FRQWH[W� RI� SULQFLSDO�DJHQW�UHODWLRQVKLSV����7KXV��-HQVHQ�DQG�0HFNOLQJ�GHILQH�DQ�DJHQF\�UHODWLRQVKLS�DV�

«�D�FRQWUDFW�XQGHU�ZKLFK�RQH�RU�PRUH�SHUVRQV��SULQFLSDO�V���HQJDJH�DQRWKHU�SHUVRQ� �WKH� DJHQW�� WR� SHUIRUP� VRPH� VHUYLFH� RQ� WKHLU� EHKDOI� ZKLFK� LQYROYHV�GHOHJDWLQJ�VRPH�GHFLVLRQ�PDNLQJ�DXWKRULW\�WR�WKH�DJHQW �������S������7KLV� FRQWUDFWXDO� UHODWLRQVKLS� EHWZHHQ� RZQHUV� DQG� PDQDJHUV� RI� ILUPV� OLHV� DW� WKH� KHDUW� RIHFRQRPLF� DJHQF\� WKHRU\� �6KDQNPDQ�� ������� ,Q� HVVHQFH�� WKH� µSULQFLSDO�DJHQW¶� PRGHO� YLHZV�PDQDJHUV�RI�ILUPV�DV�HFRQRPLF�DJHQWV�RI�WKH�VKDUHKROGHUV�E\�YLUWXH�RI�µSURSHUW\�ULJKWV¶��L�H��ULJKWV� LPSOLFLW� LQ� WKH� RZQHUVKLS� RI� WKH� SULQFLSDO¶V� SULYDWH� SURSHUW\� �PRQH\� FDSLWDO��� 7KHVH�SULYDWH�SURSHUW\�ULJKWV�DUH�VHHQ�DV�JLYLQJ�ULVH�WR�D�PRUDO�REOLJDWLRQ�RQ�WKH�SDUW�RI�PDQDJHUV�WR�DFW�DOZD\V�DQG�RQO\ LQ�WKH�LQWHUHVWV�RI�WKH�RZQHUV��7KLV�REOLJDWLRQ�LV�MXVWLILHG�RQ�WKH�EDVLV�WKDW�LW�LV�WKH�RZQHUV¶�SHUVRQDO�ZHDOWK�ZKLFK�LV DW�ULVN�DQG�WKXV�LW�LV�WKH\�ZKR�DVVXPH�WKH�JUHDWHU�H[SRVXUH� WR� HFRQRPLF� ORVV�� +HQFH�� WKH� LQYHVWPHQW� LQ� SULYDWH� SURSHUW\� IRU� WKH� FUHDWLRQ� RI�HFRQRPLF�ZHDOWK�FDUULHV�ZLWK�LW�WKH�H[SHFWDWLRQ�WKDW�WKRVH�ZKR�DUH�KLUHG�WR�PDQDJH�ILUPV�ZLOO�ZRUN�WRZDUG�DFKLHYLQJ WKDW�HQG��4XLQQ�DQG�-RQHV���������7KH�FHQWUDO�SUREOHP�DGGUHVVHG�E\�-HQVHQ�DQG�0HFNOLQJ��LQ�WKH�FRQWH[W�RI�WKLV�GHOHJDWHG�GHFLVLRQ�PDNLQJ��ZDV�KRZ�WR�LQGXFH�DQ�DJHQW� WR�EHKDYH�DV� LI�V�KH ZHUH�PD[LPLVLQJ� WKH�SULQFLSDO¶V�ZHOIDUH� �WKH� LQFHQWLYH�SUREOHP���-HQVHQ�DQG�0HFNOLQJ�UHWDLQ�WKH�DVVXPSWLRQ�WKDW�DOO LQGLYLGXDOV�DUH�UDWLRQDO�XWLOLW\�PD[LPLVHUV�DQG� DGG� DQ� DGGLWLRQDO� RQH�� WKH� DVVXPSWLRQ� RI� D� FRPSHWLWLYH� FDSLWDO� PDUNHW�� L�H�� D� PDUNHW�ZKLFK� RIIHUV� ORWV� RI� LQYHVWPHQW� RSSRUWXQLWLHV� IRU� LQYHVWRUV��8QGHU� WKLV�PRGHO�� VKDUHKROGHUV�DQG� ERQGKROGHUV� �L�H�� WKH� SULQFLSDO�� RYHUFRPH� WKH� LQFHQWLYH� SUREOHP� E\� VLPSO\� DGRSWLQJ� D�ZRUVW�FDVH� VFHQDULR� RI� µPDQDJHULDO� RSSRUWXQLVP� ZLWK� JXLOH¶� DQG� SULFH� WKHLU� VHFXULWLHV�DFFRUGLQJO\��7KXV��WKH�FRVWV�RI�FDSLWDO��LQ�WKH�FDVH�RI�VKDUHV��VKDUH�SULFHV�DQG��LQ�WKH�FDVH�RI�ERQGV��WKH�UDWH�RI�LQWHUHVW��DUH�GLVFRXQWHG�IRU�WKH�IDFW�WKDW�PDQDJHUV�RI�EXVLQHVVHV�ZLOO EHKDYH�RSSRUWXQLVWLFDOO\��$V� D� UHVXOW�� WKH� DJHQW� LV� IRUFHG� WR�EHDU� WKH� HQWLUH� DJHQF\�FRVWV�DVVRFLDWHG�ZLWK�RSSRUWXQLVWLF�EHKDYLRXU�WKURXJK�WKH�SULFH�WKH\�KDYH�WR�SD\�IRU�RXWVLGH�FDSLWDO��7KLV�LV��LQ�HVVHQFH�� WKH� -HQVHQ�0HFNOLQJ� VLQJOH�SHULRG� PRGHO� RI� DJHQF\� FRVWV�� 7KH� PRGHO� SURYLGHV� D�GHWDLOHG�DQDO\VLV�RI� WKH�FRQFHSW�RI�DJHQF\�FRVWV�ZKLFK�-HQVHQ�DQG�0HFNOLQJ�H[SORUH�LQ� WZR�VWDJHV��WKH�VLPSOH�FDVHV�LQYROYLQJ�RQO\�HTXLW\�FDSLWDO�PDUNHWV�DQG�WKHQ�D�PRUH�FRPSOH[�FDVH�LQYROYLQJ�GHEW�FDSLWDO����%RWK�FDVHV�DUH�H[SORUHG�EHORZ�
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�D�� $JHQF\�FRVWV�RI�HTXLW\7KH�-HQVHQ�0HFNOLQJ�PRGHO�LV�H[SODLQHG�DW�WKH�RXWVHW�IURP�WKH�SHUVSHFWLYH�RI�D�VLQJOH�RZQHU�PDQDJHU�ZKR�RZQV�DOO�����SHU�FHQW�RI�WKH�HTXLW\�LQ�WKH�FRPSDQ\��,Q�WKLV�VLWXDWLRQ��WKH�FRVWV�RI� DQ\� RQ�WKH�MRE� FRQVXPSWLRQ� DUH� ERUQ� HQWLUHO\� E\� WKH� RZQHU�PDQDJHU� JLYHQ� WKDW� WKH�UHVRXUFHV� FRQVXPHG� DUH� QRW� DYDLODEOH� IRU� XVH� LQ� WKH� EXVLQHVV�� 7KH� µVWRU\¶� FRQWLQXHV� DV�IROORZV��$� VLWXDWLRQ�PD\� DULVH� LQ�ZKLFK� WKH� RZQHU�PDQDJHU�ZLVKHV� WR� VHOO� D� SRUWLRQ�RI� WKH�HTXLW\� VWDNH� LQ� WKH�EXVLQHVV��7KH� VDOH�RI� VD\����SHU�FHQW� UHVXOWV� LQ�D� VLWXDWLRQ� LQ�ZKLFK� WKH�RZQHU�PDQDJHU� UHWDLQV�D�VWDNH�RI����SHU�FHQW�RI� WKH�VKDUHV� LQ� WKH EXVLQHVV�EXW�FRQWLQXHV� WR�HQMR\� DOO� WKH� EHQHILWV� RI� KLV�KHU� RQ� WKH� MRE� FRQVXPSWLRQ�� ,Q� HIIHFW�� WKH� RZQHU�PDQDJHU� KDV�HYHQ�JUHDWHU�LQFHQWLYH�IRU�FRQVXPLQJ�SHUNV�JLYHQ�WKDW��FHWHULV�SDULEXV��WKH�FRVW�WR�KLP�KHU�LV�RQO\� ��� SHU� FHQW� RI� WKH� UHVRXUFHV� FRQVXPHG� QRW� ���� SHU� FHQW� DV� EHIRUH�� 7KH� LQFRPLQJ�VKDUHKROGHU� LV�DVVXPHG�WR�EH�DZDUH�RI� WKLV�DQG�UHGXFHV�WKH�SULFH�V�KH�LV�SUHSDUHG�WR�SD\�IRU�WKH� VKDUHV����7KH�RZQHU�PDQDJHU��EHLQJ�D�XWLOLW\�PD[LPLVHU��KDV� LQFHQWLYHV� WR�PLQLPLVH� WKH�VKDUH� SULFH� UHGXFWLRQ��+H�VKH�DWWHPSWV� WR� GR� VR� E\�YROXQWDULO\ RIIHULQJ� YDULRXV�PRQLWRULQJ�DQG� ERQGLQJ� FRYHQDQWV�ZLWK� WKH� LQFRPLQJ� VKDUHKROGHU�� 6XFK� H[� DQWH� FRYHQDQWV� LQFOXGH� D�SURPLVH�QRW� WR� LQFUHDVH�RQ� WKH� MRE�FRQVXPSWLRQ�� KLULQJ� LQGHSHQGHQW�DXGLWRUV� WR�YHULI\� VXFK�FRQVXPSWLRQ�� SD\LQJ� IRU� WKH� FRVWV� RI� VHWWLQJ� XS� SURSHU� DFFRXQWLQJ� V\VWHPV� IRU� SURGXFLQJ�DQQXDO� DFFRXQWV� DQG� WR� KDYH� WKRVH� DFFRXQWV� DXGLWHG� E\� DQ� LQGHSHQGHQW� DFFRXQWDQW�� DQG�SXWWLQJ� XS� ERQGV� ZKLFK� DUH� WR� EH� IRUIHLWHG� LQ� WKH� HYHQW� RI� EUHDFKLQJ� WKHVH� FRYHQDQWV��+RZHYHU�� WKH�DVVXPSWLRQ�RI�FRPSHWLWLYH�DQG�HIILFLHQW�FDSLWDO�PDUNHWV� LPSOLHV� WKDW� LQYHVWRUV�DQWLFLSDWH�RSSRUWXQLVP�RQ� WKH�SDUW�RI� WKH�RZQHU�PDQDJHU��ZKR� WKHUHIRUH�KDV� WR�EHDU�DOO WKH�ZHDOWK� HIIHFWV� RI� WKH� H[SHFWHG� FRVWV� RI� WKHVH� PRQLWRULQJ� DQG� ERQGLQJ� DUUDQJHPHQWV����(IIHFWLYHO\�� XQGHU� WKH� -HQVHQ�0HFNOLQJ� PRGHO�� WKH� LQFRPLQJ� VKDUHKROGHU� LV� LQGLIIHUHQW�EHWZHHQ�WKH�DJHQW�LQFXUULQJ�WKH�H[�DQWH�ERQGLQJ�FRVWV RU�UHGXFLQJ�WKH�SULFH�WR�EH�SDLG�IRU�WKH�VKDUHV��-HQVHQ�DQG�0HFNOLQJ��������S������WKXV�GHILQH�DJHQF\�FRVWV�DV�WKH�VXP�RI��L� WKH�PRQLWRULQJ�H[SHQGLWXUHV�E\�WKH�SULQFLSDO �µPRQLWRULQJ�FRVWV¶���LL� WKH�ERQGLQJ�H[SHQGLWXUHV�E\�WKH�DJHQW �µERQGLQJ�FRVWV¶���DQG��LLL� WKH�µUHVLGXDO�ORVV¶�IURP�G\VIXQFWLRQDO�GHFLVLRQV�0RQLWRULQJ�FRVWV�UHSUHVHQW�WKH�FRVWV�LQFXUUHG�E\�WKH�LQFRPLQJ�VKDUHKROGHUV��WKH�SULQFLSDO��LQ�DWWHPSWLQJ� WR� FRQWURO� WKH� RSSRUWXQLVWLF� EHKDYLRXU� RI� WKH�PDQDJHU���� 6XFK� FRVWV� LQFOXGH� QRW�RQO\�WKH�FRVWV�RI�PHDVXULQJ�DQG�PRQLWRULQJ�PDQDJHPHQW¶V�EHKDYLRXU�EXW�DOVR�HIIRUWV�RQ�WKH�SDUW� RI� WKH� SULQFLSDO� WR� µFRQWURO¶� WKH� DJHQW¶V� EHKDYLRXU� WKURXJK� GHYLFHV� VXFK� DV� DXGLWLQJ��IRUPDO� FRQWURO� V\VWHPV��EXGJHW� UHVWULFWLRQV�� RSHUDWLQJ� UXOHV�DQG� WKH�FRQWUDFWLQJ�RI� LQFHQWLYH�FRPSHQVDWLRQ� V\VWHPV�ZKLFK� VHUYH� WR� WLH� WKH�PDQDJHU¶V� LQWHUHVW�PRUH�FORVHO\�ZLWK� WKRVH�RI�WKH�RXWVLGH� VKDUHKROGHUV�� HWF��7KH�FRVWV�RI� VXFK�PRQLWRULQJ�ZLOO�YDU\� IURP�RQH�FRPSDQ\� WR�DQRWKHU� GHSHQGLQJ� RQ� VXFK� IDFWRUV� DV� WKH� SK\VLFDO� VL]H�� FRPSOH[LW\� DQG� GLVSHUVLRQ� RI� WKH�FRPSDQ\�� WKH� WDVWHV� RI�PDQDJHUV� IRU� QRQ�SHFXQLDU\� EHQHILWV�� WKH� HDVH� ZLWK� ZKLFK� WKH\� DUH�DEOH� WR� SXUVXH� WKHLU� RZQ� SUHIHUHQFHV�� VWDWXWRU\� DQG� FRPPRQ� ODZ�� DQG� KXPDQ� LQJHQXLW\� LQ�GHYLVLQJ�FRQWUDFWV��-HQVHQ�DQG�0HFNOLQJ��������:DWWV���������*LYHQ�WKDW��DV�H[SODLQHG�DERYH��XQGHU�WKH�-HQVHQ�0HFNOLQJ�PRGHO�RI�DJHQF\�FRVWV��H[�DQWH WKH�PDQDJHU�ZLOO�EH�IRUFHG�WR�EHDU�WKHVH� FRVWV�� -HQVHQ� DQG�0HFNOLQJ� DUJXH� WKDW� LW�ZLOO� SD\� WKH�PDQDJHU WR� YROXQWDULO\� H[SHQG�UHVRXUFHV�RQ� ORFNLQJ�KLPVHOI�KHUVHOI� LQWR�DSSURSULDWH�µJRYHUQDQFH�PHFKDQLVPV¶��(LVHQKDUGW�������� VXFK� DV� PRQLWRULQJ� DUUDQJHPHQWV� �FRYHQDQWV�� ZKLFK� VROYH� WKH� DJHQF\� SUREOHP� E\�JXDUDQWHHLQJ�WKDW�WKH�DJHQW�ZLOO�QRW�DFW�LQ�D�ZD\�ZKLFK�FRQWUDYHQHV�WKH�GXWLHV�LPSOLHG�E\�WKH�
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DJHQF\�UHODWLRQVKLS��RU�WR�FRQWUDFW�WR�FRPSHQVDWH�LQ�WKH�HYHQW�WKDW�V�KH�GRHV��7KHVH�FRVWV�DUH�GHILQHG� DV� H[� DQWH ERQGLQJ� FRVWV�� 6LJQLILFDQWO\� VXFK� H[SHQGLWXUHV DUH� VDLG� WR� UHGXFH�PRQLWRULQJ� FRVWV� ZKLFK�� H[� DQWH�� ZRXOG� RWKHUZLVH� EH� LQFXUUHG� E\� WKH� SULQFLSDO� DQG� WKXV�UHGXFH�WKH�DJHQF\�FRVWV�RI�HTXLW\��+RZHYHU��EHFDXVH�RI�GLIIHUHQW�DWWLWXGHV�WRZDUGV�ULVN��LW�LV�KLJKO\� XQOLNHO\� WKDW� WKH� PDQDJHU� ZLOO� DOZD\V� DFW� LQ� WKH� EHVW� LQWHUHVWV� RI� WKH� RXWVLGH�VKDUHKROGHUV�� &RQVHTXHQWO\�� LQ� PRVW� FDVHV�� ERWK� WKH� PDQDJHU� �DJHQW�� DQG� WKH� RXWVLGH�VKDUHKROGHUV� �SULQFLSDO��ZLOO� LQFXU�SRVLWLYH�ERQGLQJ�DQG�PRQLWRULQJ�FRVWV�� UHVSHFWLYHO\��7KH�µUHVLGXDO� ORVV¶�� UHSUHVHQWV� WKH� ZHDOWK� HIIHFW� RI� WKH� GLYHUJHQFH� LQ� DFWLRQV� EHWZHHQ� WKRVH� RI�PDQDJHPHQW�DQG�WKRVH�RI�WKH�RXWVLGH�VKDUHKROGHUV�KDG�WKH�ODWWHU�EHHQ�PDQDJLQJ�WKH�EXVLQHVV�WKHPVHOYHV�
�E�� 7KH�LQWURGXFWLRQ�RI�ERQGKROGHUV-HQVHQ� DQG� 0HFNOLQJ� ������� DUJXH� WKDW� WKHUH� DUH� DOVR� DJHQF\� FRVWV� LQYROYHG� LQ� VLWXDWLRQV�ZKHUH� FRUSRUDWLRQV� WDNH� RQ� GHEW� ILQDQFLQJ���� ,Q� WKH� DEVHQFH� RI� PRQLWRULQJ� RU� ERQGLQJ�FRYHQDQWV�ZKLFK�SURWHFW�WKH�LQYHVWPHQW�RI�ERQGKROGHUV��D�PDQDJHU�LV�DEOH�WR�LQFUHDVH�KLV�KHU�ZHDOWK� DQG� WKDW� RI� WKH� RXWVLGH� VKDUHKROGHUV� DW� WKH� H[SHQVH� RI� WKH� ERQGKROGHUV�� ,Q� HIIHFW�� D�PDQDJHU� ZLWK� D� VPDOO� VKDUHKROGLQJ� LQ� WKH� FRPSDQ\�� EHLQJ� D� XWLOLW\� PD[LPLVHU�� KDV� DQ�LQFHQWLYH� WR�FRQYHUW� WKH�DVVHWV�RI� WKH�FRPSDQ\� LQWR�GLYLGHQGV�� OHDYLQJ� IHZHU�DVVHWV� WR�PHHW�WKH�REOLJDWLRQV�ZKLFK� WKH�FRPSDQ\�KDV� WR� WKH�ERQGKROGHUV�� ,I�DOO� WKH�DVVHWV�RI� WKH�FRPSDQ\�ZHUH�SDLG�RXW�DV�GLYLGHQGV��WKH�ERQGKROGHUV�ZRXOG�EH�OHIW�ZLWK�MXVW�D�µVKHOO¶�FRPSDQ\�ZLWK�QR�DVVHWV� WR�PHHW� WKHLU� FODLPV�� WKXV� H[SRVLQJ� WKH�ERQGKROGHUV� WR� WKH�QHJDWLYH�FRQVHTXHQFHV�RI�WKH�ILUP¶V�LQVROYHQF\��IRU�D PRUH�GHWDLOHG�DQDO\VLV�RI�DJHQF\�FRVWV�RI�GHEW�DQG�WKH�PDQDJHU¶V�LQFHQWLYH�WR�UHGXFH�WKHP��VHH��IRU�H[DPSOH��%ODFN�DQG�6FKROHV��������%ODFN�HW�DO���������/\V��������0\HUV�� ������� 6LPLODU�ZHDOWK� WUDQVIHUV� FDQ� DOVR� WDNH� SODFH� E\� WKH�PDQDJHU� SXUVXLQJ�JRDOV� DW� WKH� H[SHQVH� RI� ERWK� WKH� VKDUHKROGHUV� DQG� ERQGKROGHUV� �H�J�� H[WUDYDJDQW� RIILFHV��HPSLUH�EXLOGLQJ��DQ�HDV\�OLIH�VW\OH�����7KH�DJHQF\�FRVWV�LQ�WKLV�VLWXDWLRQ�DULVH�RXW�RI�WKH�SULFH�ZKLFK�WKH�ERQGKROGHU�LV�ZLOOLQJ�WR�SD\�IRU�EX\LQJ�WKH�ERQGV��ZLWK�KLJKHU�DJHQF\�FRVWV�EHLQJ�UHIOHFWHG�LQ�D�ORZHU�ERQG�SULFH��$JDLQ��H[�DQWH��PDQDJHUV�DUH�DVVXPHG�WR�ZDQW�WR�UHGXFH�WKH�DJHQF\�FRVWV�RI�GHEW�DQG�WR�GR�VR�LQ�D�ZD\�ZKLFK�LQYROYHV�WKH�ORZHVW�FRVW��7KH\�DUH�VDLG�WR�GR�WKLV� E\� YROXQWDULO\� RIIHULQJ� ERQGLQJ� DQG� PRQLWRULQJ� DUUDQJHPHQWV� ZKLFK� UHVWULFW� WKHLU�SURSHUW\��L�H��LQGLYLGXDO��ULJKWV����6XFK�DUUDQJHPHQWV�LQFOXGH���L� ERQG�FRYHQDQWV� �UHVWULFWLYH�FRYHQDQWV��ZKLFK�JXDUDQWHH� WKDW� WKH�PDQDJHU�ZLOO�QRW� WDNH�FHUWDLQ�DFWLRQV�ZKLFK�KDUP�WKH�LQWHUHVW�RI�WKH�RXWVLGH�VKDUHKROGHUV�DQG�ERQGKROGHUV�RU�WKDW�WKH�PDQDJHU�ZLOO�FRPSHQVDWH�WKHP�LQ�WKH�HYHQW�WKDW�V�KH�GRHV��LL� FRYHQDQWV� WR� SHUIRUP� PRQLWRULQJ� DFWLYLWLHV� �µPRQLWRULQJ� FRYHQDQWV¶�� WKURXJK� WKH�LQWURGXFWLRQ�RI�DQ�DFFRXQWLQJ�V\VWHP�ZKLFK�SURYLGHV�VRPH�GHJUHH�RI�FRPIRUW�RYHU�WKH�VHFXULW\� DQG� YDOXH� RI� WKH� VKDUHKROGHUV� DQG� ERQGKROGHUV¶� LQYHVWPHQWV� DQG� ORDQV��UHVSHFWLYHO\��H�J��D�FRYHQDQW�WR�SURYLGH�VKDUHKROGHUV�ZLWK�DXGLWHG�ILQDQFLDO�LQIRUPDWLRQ�ZLWK� ZKLFK� WKH\� FDQ� PRQLWRU� WKH� ILQDQFLDO� SHUIRUPDQFH� RI� WKH� FRPSDQ\�� DQG� IRU�PHDVXULQJ�DQG�GLVFORVLQJ�WKH�YDULRXV�FRYHQDQW�UDWLRV�QHJRWLDWHG��VXFK�DV�LQWHUHVW�FRYHU��UDWLR� RI� SURILWV� HDUQHG� WR� LQWHUHVW� SDLG�� DQG� JHDULQJ� �ORQJ� WHUP� GHEW� DV� D� UDWLR� RI�VKDUHKROGHU�IXQGV�RU�QHW�WDQJLEOH�DVVHWV���DQG�
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�LLL� D� SURJUDPPH� IRU� PRQLWRULQJ� WKH� FRPSDQ\¶V� FRPSOLDQFH� ZLWK� WKH� FRYHQDQWV� �H�J�� WKH�DSSRLQWPHQW� RI� D� WUXVWHH�� DQ� DXGLWRU� DQG� SURFHGXUHV� IRU� FRPSOLDQFH� UHSRUWLQJ� WR� WKH�ERQGKROGHU�RU�WKH�WUXVWHH��7KHVH�DUUDQJHPHQWV�REYLRXVO\�LQYROYH�ERQGLQJ�FRVWV�ZKLFK�UHGXFH�WKH�ZHDOWK�RI�WKH�RZQHU�PDQDJHU�EXW�DUH�DVVXPHG�WR�EH LQFXUUHG�H[�DQWH EHFDXVH�WKH�PDUJLQDO�EHQHILWV�RXWZHLJK�WKH�PDUJLQDO� FRVWV�� )RU� H[DPSOH�� D� PDQDJHU� PD\� ILQG� LW� FRVW�HIIHFWLYH� WR� DJUHH� LQ� DGYDQFH� WR�LQFXU�WKH�FRVW�RI�SURYLGLQJ�WKH�ERQGKROGHUV��RU�RXWVLGH�HTXLW\�KROGHUV��ZLWK�GHWDLOHG�ILQDQFLDO�VWDWHPHQWV �VLPLODU�WR�WKRVH�UHTXLUHG�XQGHU�ODZ��DV�D�PHDQV�RI�PRQLWRULQJ�KLV�KHU�EHKDYLRXU��DQG� DOVR� WR� SD\� IRU� WKH� FRVW� RI� KDYLQJ� WKHLU� DFFXUDF\� YHULILHG� E\� DQ� LQGHSHQGHQW� RXWVLGH�DXGLWRU�� -HQVHQ� DQG� 0HFNOLQJ� ������� K\SRWKHVL]H� WKDW� PDQDJHPHQW� LV� DEOH� WR� UHGXFH� WKH�DJHQF\�FRVWV�RI�HTXLW\�HYHQ�IXUWKHU�E\�HQWHULQJ�LQWR�PRQLWRULQJ�DQG�ERQGLQJ�FRQWUDFWV�ZKLFK�WLH� WKHLU� FRPSHQVDWLRQ� SDFNDJH� �L�H�� WKHLU� SHFXQLDU\� UHZDUGV� IRU� VHUYLFHV� SURYLGHG�� PRUH�FORVHO\�WR�WKH�VRXUFH�RI�WKH�VKDUHKROGHUV¶�RZQ�ZHDOWK��7KLV�FDQ�EH�GRQH��IRU�H[DPSOH��HLWKHU�LQGLUHFWO\� WKURXJK� VKDUH� RSWLRQV�� RU� GLUHFWO\� E\� OLQNLQJ� ERQXV� SD\PHQWV� WR� µSURILWV¶� RU� WKH�SHUIRUPDQFH� RI� WKH� FRPSDQ\¶V� OLVWHG� VHFXULWLHV���� 6XFK� FRPSHQVDWLRQ� µFRQWUROV¶� SURYLGH� D�VHQVH�RI�VHFXULW\� WR�VKDUHKROGHUV��NQRZLQJ� WKDW�PDQDJHPHQW¶V�RZQ�XWLOLW\� LV�HIIHFWLYHO\�WLHG�WR� WKHLU� RZQ�� WKXV� UHGXFLQJ� HFRQRPLF� ULVN� DQG� WKHUHIRUH� WKH� DJHQF\� FRVWV� RI� HTXLW\��0DQDJHPHQW� FRPSHQVDWLRQ� SODQV� RI� WKLV� NLQG� DUH� NQRZQ� WR� KDYH� H[LVWHG� IRU� PDQ\� \HDUV��SDUWLFXODUO\�LQ�WKH�FDVH�RI�8.�FRPSDQLHV��D�IDFW�ZKLFK�LV�VDLG�WR�OHQG�FUHGLELOLW\�WR�-HQVHQ�DQG�0HFNOLQJ¶V� K\SRWKHVLV� �:DWWV�� ������� 0RVW� FRPSDQLHV� WRGD\� DUH� DOVR� UHTXLUHG� E\� ODZ� WR�SXEOLVK� GHWDLOHG� DXGLWHG� ILQDQFLDO� VWDWHPHQWV�� DOWKRXJK� WKLV� ZDV� QRW� DOZD\V� WKH� FDVH����1HYHUWKHOHVV�� HYHQ� LQ� DQ� XQUHJXODWHG� HFRQRP\� ZKHUH� DXGLWHG� ILQDQFLDO� VWDWHPHQWV� DUH�YROXQWDU\�� RZQHU�PDQDJHUV�ZRXOG�� XQGHU� WKH� -HQVHQ�0HFNOLQJ�PRGHO�� VWLOO� DJUHH� WR�SURYLGH�WKHP��H[�DQWH��EHFDXVH�WKH\�UHGXFH�WKH�DJHQF\�FRVWV�RI�HTXLW\�DQG�GHEW�E\�SURYLGLQJ�D�XVHIXO�GHYLFH�IRU�PRQLWRULQJ�YROXQWDU\�DJUHHPHQWV�EHWZHHQ�RZQHUV��PDQDJHUV�DQG�ERQGKROGHUV�DQG�WKXV�VHUYH�D�XVHIXO�IXQFWLRQ�LQ�WKH�FDSLWDO�PDUNHWV��-HQVHQ�DQG�0HFNOLQJ��������:DWWV��������:DWWV�DQG�=LPPHUPDQ����������7KH� ERQGLQJ� DQG� PRQLWRULQJ� DJUHHPHQWV� GHVFULEHG� DERYH� IRUP� DQ� HVVHQWLDO� SDUW� RI� ZKDW�-HQVHQ� DQG� 0HFNOLQJ� UHIHU� WR� DV� WKH� µQH[XV� RI� FRQWUDFWV¶�� L�H�� WKH� ³«� FRPSOH[� VHW� RI�FRQWUDFWLQJ� UHODWLRQVKLSV� ZKLFK� GHOLQHDWH� WKH� ULJKWV� RI� WKH� SDUWLHV� LQYROYHG´� �-HQVHQ� DQG�0HFNOLQJ� ������ S������� 6XFK� FRQWUDFWLQJ� UHODWLRQVKLSV� JLYH� IRUP� WR�ZKDW� LV� VDLG� WR� EH� WKH�HVVHQFH�RI�WKH�ILUP�,W� LV� LPSRUWDQW� WR�UHFRJQL]H�WKDW�PRVW�RUJDQL]DWLRQV�DUH�VLPSO\� OHJDO�ILFWLRQV>L�H��DQ�DUWLILFLDO�FRQVWUXFW�XQGHU�WKH�ODZ@�ZKLFK�VHUYH�DV�D�QH[XV�IRU�D�VHW�RI�FRQWUDFWLQJ� UHODWLRQVKLSV� DPRQJ� LQGLYLGXDOV��«�7KH SULYDWH� FRUSRUDWLRQ�RU�ILUP� LV� VLPSO\� RQH� IRUP� RI� OHJDO� ILFWLRQ� ZKLFK� VHUYHV� DV� D� QH[XV� IRU�FRQWUDFWLQJ� UHODWLRQVKLSV �-HQVHQ� DQG� 0HFNOLQJ� ������ S���������� RULJLQDO�HPSKDVLV��7KH� QH[XV� RI� FRQWUDFWV� WKHRU\�� DV� DQ� HFRQRPLF� WKHRU\� RI� WKH� ILUP�� VXJJHVWV� WKDW WKHUH� DUH�PDQ\�GLIIHUHQW�IRUPV�RI�FRQWUDFWXDO�UHODWLRQVKLSV�SRVVLEOH��DOO�RI�ZKLFK�OLH�DORQJ�D�FRQWLQXXP�WKDW� LQFOXGHV� FRQWUDFWV� EHWZHHQ� ILUPV� DV� ZHOO� DV� ZLWKLQ� ILUPV�� 7KH� µQH[XV� RI� FRQWUDFWV¶� LV�VLPSO\�D�FROOHFWLRQ�RI�HFRQRPLF�DUUDQJHPHQWV�ZKLFK�WRJHWKHU IRUP�D�VLQJOH�µVWDQGDUG�IRUP¶�FRQWUDFW�WKDW�LV�XVHG�ZKHUH�WKHUH�LV�DQ�HFRQRPLF LQFHQWLYH�WR�GR�VR����)URP�WKLV�SHUVSHFWLYH��WKH� ILUP� LV� VHHQ�QRW�DV�KDYLQJ�DQ\� LGHQWLW\�RI� LWV�RZQ�EXW�DV�D� IRUP�RI� LQWHUQDO�PDUNHW�� WKH�
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EHKDYLRXU� RI� ZKLFK� LV� GHSHQGHQW� RQ� WKH RXWFRPH� RI� D� VHULHV� RI� FRQWUDFWXDO� DUUDQJHPHQWV�EHWZHHQ� VKDUHKROGHUV�� HPSOR\HHV�� VXSSOLHUV�� FXVWRPHUV�� FUHGLWRUV� DQG� RWKHU� SDUWLHV� WKDW� DUH�HVVHQWLDO� WR� WKH� ILUP¶V� RSHUDWLRQV�� 7KXV�� TXHVWLRQV� VXFK� DV� µZKR� RZQV� WKH� ILUP"¶� RU� µZKDW�VKRXOG�EH�WKH�REMHFWLYH�IXQFWLRQ�RI�WKH�ILUP"¶�DUH�QRQVHQVLFDO�IURP�WKLV�SHUVSHFWLYH�7KH� ILUP� LV� QRW� DQ� LQGLYLGXDO�«�� 7KH� µEHKDYLRXU¶� RI� WKH� ILUP� LV� OLNH� WKH�EHKDYLRXU� RI� WKH�PDUNHW�� L�H��� WKH� RXWFRPH�RI� D� FRPSOH[� HTXLOLEULXP�SURFHVV�-HQVHQ�DQG�0HFNOLQJ�������S������RULJLQDO�HPSKDVLV��7KH�QHR�FODVVLFDO�HFRQRPLFV�WUDGLWLRQ�LV�FOHDUO\�HYLGHQW�KHUH��ZLWK�WKH�ILUP�EHLQJ�YLHZHG�QRW�DV� DQ� LQGLYLGXDO�EXW�PHUHO\�DV�DQ�RYHUODSSLQJ�VHW�RI�FRQWUDFWV�DPRQJ�SULQFLSDOV�DQG�DJHQWV�ZKLFK� VSHFLI\� �L�� WKH� ZD\V� µLQSXWV¶� RU� IDFWRUV� RI� SURGXFWLRQ� FRRSHUDWH� WRJHWKHU� IRU� WKH�SXUSRVHV� RI� FUHDWLQJ� RXWSXWV� DQG� �LL�� WKH� ZD\� LQ� ZKLFK� WKH� HFRQRPLF� LQIORZV� RI� WKLV�FRRSHUDWLRQ� DUH� WR� EH� VKDUHG� RXW� DPRQJVW� WKRVH� LQSXWV� �%DLPDQ�� ������ )DPD�� ������� )DPD��������S������VWUHVVHV�WKH�IDFW�WKDW��IURP�D�µQH[XV�RI�FRQWUDFWV¶�SHUVSHFWLYH��RZQHUVKLS�RI�WKH�ILUP�LV�DQ�LUUHOHYDQW�FRQFHSW�'LVSHOOLQJ�WKH�WHQDFLRXV�QRWLRQ�WKDW�D�ILUP�LV�RZQHG�E\�LWV�VHFXULW\�KROGHUV�LV�LPSRUWDQW�EHFDXVH�LW�LV�WKH�ILUVW�VWHS�WRZDUG�XQGHUVWDQGLQJ�WKDW�FRQWURO�RYHU�D�ILUP¶V�GHFLVLRQV�LV�QRW�QHFHVVDULO\�WKH�SURYLQFH�RI�LWV�VHFXULW\�KROGHUV�5DWKHU��WKH�ILUP�PLUURUV�WKH�PDUNHW�DV�D�FRPSOH[�QHWZRUN�RI�FRQWUDFWV��H[FHSW�LQ�WKH�FDVH�RI�WKH� ILUP� WKH\� DUH� VWUXFWXUHG� ZLWKLQ� WKH� RUJDQL]DWLRQ� UDWKHU� WKDQ� RXWVLGH� LW�� WKHVH� FRQWUDFWV�HIIHFWLYHO\� GHWHUPLQLQJ� WKH� EHKDYLRXU� RI� WKH� ILUP� �%DLPDQ�� ������� 7KXV�� DFFRUGLQJ� WR� WKH�µQH[XV�RI�FRQWUDFWV¶�YLHZ�RI�WKH�ILUP��WKH�RUJDQL]DWLRQ�LV�D�OHJDO�HQWLW\�WKDW�VHUYHV�DV�D�QH[XV��L�H��D�FRQQHFWLRQ��WLH�RU�OLQN�EHWZHHQ�LQGLYLGXDOV�RI�D�JURXS��PHPEHUV�RI�D�VHULHV��HWF���IRU�D�FRPSOH[�VHW�RI�FRQWUDFWV��ERWK�ZULWWHQ�DQG�XQZULWWHQ�DPRQJVW�GLVSDUDWH� LQGLYLGXDOV��-HQVHQ�������� -HQVHQ� DQG�0HFNOLQJ�� ������� ,W� LV� WKLV� YLHZ� RI� WKH� ILUP�ZKLFK� OHG� -HQVHQ� ������� WR�FODLP��UDWKHU�DUURJDQWO\��WKDW�WKH�5RFKHVWHU�6FKRRO�KDG�SXW�LQWR�SODFH�WKH�IRXQGDWLRQV�RI�D�³����UHYROXWLRQ� LQ� WKH� VFLHQFH� RI� RUJDQL]DWLRQV´� �S������� 7KH� FRQWULEXWLRQ� RI� ERWK� $OFKLDQ� DQG�'HPVHW]� ������� DQG� -HQVHQ� DQG� 0HFNOLQJ� �������� LQ� WKHLU� YLHZ� RI� WKH� ILUP� DV� D� VHW� RI�FRQWUDFWV�DPRQJ� IDFWRUV�RI�SURGXFWLRQ��SURYLGHV�D�PRGHO�RI�DQDO\VLV� LQ�ZKLFK�HDFK� WHDP�RI�LQSXWV� DFWV� IURP� VHOI�LQWHUHVW�� FUHDWLQJ� DQ� LQWHUQDO�� FRPSHWLWLYH� PDUNHW�� KHOG� WRJHWKHU� E\�PDQDJHPHQW¶V� SXUVXLW� RI� HFRQRPLF� HIILFLHQF\� RQ� DOO� IURQWV��7KXV�� IURP� D� µVHW� RI� FRQWUDFWV¶�SHUVSHFWLYH�� EDVHG� RQ� µSURSHUW\� ULJKWV¶� HVWDEOLVKHG� E\� FRQWUDFWV�� WKH� VHSDUDWLRQ� RI� VHFXULW\�RZQHUVKLS� DQG� FRQWURO�� UDWKHU� WKDQ� EHLQJ� D� FDXVH� IRU� FRQFHUQ� �%HUOH� DQG� 0HDQV�� �������FUHDWHV�DQ�³«�HIILFLHQW�IRUP�RI�HFRQRPLF�RUJDQL]DWLRQ´��)DPD�������S�������,Q�HVVHQFH��LW�LV�WKH�DVVXPSWLRQV� LQ� UHODWLRQ� WR�HFRQRPLF�VHOI�LQWHUHVW QRW�HWKLFV�ZKLFK�SURYLGH� WKH�PHDQV�RI�UHVWUDLQLQJ�PDQDJHUV�IURP�DFWLQJ�RSSRUWXQLVWLFDOO\�ZLWK�JXLOH����7KLV�LV�VHHQ�DV�FUHDWLQJ�D�VHW�RI� FLUFXPVWDQFHV�ZKLFK� OHDGV� WR� WKH�PRVW� GHVLUDEOH� VRFLDO� RXWFRPH�± WKH� SXUVXLW� RI�ZHDOWK�PD[LPLVLQJ� EHKDYLRXU� RQ� EHKDOI� RI� WKH� SULQFLSDO� �6KDQNPDQ�� ������� $OWKRXJK� QRQ�PD[LPLVLQJ� ZHDOWK� EHKDYLRXU� LV� QRW� FRPSOHWHO\� HOLPLQDWHG�� JLYHQ� WKDW� WKHUH� LV� D� FRVW� WR�GHWHUPLQLQJ�ZKHWKHU�EHKDYLRXU� LV�ZHDOWK�PD[LPLVLQJ�RU�QRW�� -HQVHQ�DQG�0HFNOLQJ¶V�PRGHO�SURYLGHV�D�UHEXWWDO�WR�%HUOH�DQG�0HDQ¶V��������FHQWUDO�FRQFHUQV�DQG�WKXV�UHVWRUH�FRQILGHQFH�LQ� WKH� HIILFLHQF\� RI� WKH� FDSLWDO� PDUNHWV�� (IILFLHQW� FDSLWDO� PDUNHWV� �XQGHU� WKH� (0+�� DUH�DVVXPHG� WR�PDNH�PDQDJHUV�SD\� IRU� WKHLU�SHUVRQDO�RQ�WKH�MRE�SHUNV��FUHDWLQJ�D�PDUNHW� IRUFH�WRZDUGV� YHULILDEOH�� ZHDOWK�PD[LPLVLQJ� EHKDYLRXU� SDWWHUQV� E\�PDQDJHUV� HYHQ�ZLWK� VPDOO� RU�]HUR�RZQHUVKLS�VWDNHV����+RZHYHU��-HQVHQ�DQG�0HFNOLQJ��������SS�����HW�VHT���UHFRJQL]HG�D�
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QXPEHU� RI� TXDOLILFDWLRQV� WR� WKHLU� PRGHO�� QRWDEO\� LWV� ODFN� RI� µUHDO�ZRUOG¶� IHDWXUHV� VXFK� DV�PXOWLSHULRGLFLW\�RI�DJHQF\�UHODWLRQVKLSV��RXWVLGH�VKDUHKROGHUV¶�YRWLQJ�ULJKWV��GHEW�KROGLQJ�E\�PDQDJHUV� �µLQVLGH� GHEW¶�� DQG� WKH� ODFN� RI� D� WKHRU\� RI�PRQLWRULQJ�� DVSHFWV�ZKLFK� WKH� DXWKRUV�ZHUH�FRQWHQW�WR�OHDYH�IRU�IXUWKHU�DQDO\VLV�LQ�WKH�IXWXUH��0RUHRYHU��QR�HYLGHQFH�LV�SUHVHQWHG�E\�-HQVHQ� DQG� 0HFNOLQJ� ZKLFK� RIIHUV� FRQYLQFLQJ� VXSSRUW� DV� WR� WKH� PRWLYH� XQGHUO\LQJ� WKH�GHFLVLRQ� E\� PDQDJHUV� WR� HQWHU� LQWR� PRQLWRU� DQG� ERQGLQJ� FRQWUDFWV�� 5DWKHU�� -HQVHQ� DQG�0HFNOLQJ� IRUPXODWHG� D� VHULHV� RI� K\SRWKHVHV� ZKLFK�:DWWV� ������� YLHZV� DV� FRQVLVWHQW� ZLWK�REVHUYHG� SKHQRPHQD� LQ� WKH� UHDO�ZRUOG�� 6LPLODUO\�� LQ� UHODWLRQ� WR�PDQDJHPHQW� FRPSHQVDWLRQ�VFKHPHV��:DWWV��������S�����VWDWHV�KH�KDV�³«�QRWHG�WKH�H[LVWHQFH�RI�VXFK�FRQWUDFWV�LQ�WKH�8.�LQ�WKH�ODWH�QLQHWHHQWK�DQG�HDUO\�WZHQWLHWK�FHQWXULHV´��WKH�LPSOLFDWLRQ�EHLQJ�WKDW�WKLV�HYLGHQFH�VXSSRUWV� WKH� -HQVHQ�0HFNOLQJ� PRGHO� RI� DJHQF\� FRVWV�� ,Q� ERWK� FDVHV�� FRQVLVWHQW� ZLWK�)ULHGPDQ¶V��������LQVWUXPHQWDOLVW�SKLORVRSK\��VHH�&KDSWHU�����PRWLYH�LV�DVVXPHG UDWKHU�WKDQ�HPSLULFDOO\�YHULILHG��-HQVHQ� DQG�0HFNOLQJ¶V� SUHVHQWDWLRQ� RI� LQGLYLGXDOV� DV� µPRUDOO\� KD]DUGRXV¶� DOVR� LQYROYHV� DQ�DVVXPSWLRQ�RI�PRWLYH��PDQDJHPHQW�EHKDYLRXU�EHLQJ�SHUFHLYHG�DV�QRW� MXVW�RSSRUWXQLVWLF�EXW�DOVR�LPPRUDO�LQ�WKH�VHQVH�WKDW�WKH\�KDYH�D�SURSHQVLW\�WR�OLH��FKHDW��VWHDO�DQG�VKLUN��6KDQNPDQ���������7KH�HJRLVWLF�SDUDGLJP�� DV� LW� LV� VRPHWLPHV� FDOOHG�� LV� EDVHG�RQ� WKH�QRWLRQ� WKDW� DJHQWV��DQG�SULQFLSDOV��ZLOO�KRQRXU�FRQWUDFWXDO�DJUHHPHQWV�RQO\�LI� LW� LV� LQ� WKHLU�RZQ�VHOI�LQWHUHVW� WR�GR�VR�LV�DQG�LV�GHULYHG�IURP�D�ILHOG�RI�GHVFULSWLYH�HWKLFV�ZKRVH�IRFXV�LV�RQ�WKH�UROH�RI�PRWLYH�LQ� KXPDQ� LQWHUDFWLRQ�� 7KLV� DVVXPSWLRQ� DERXW� KXPDQ� EHKDYLRXU� KDV� EHHQ� DUJXHG� WR� EH�FRQWUDGLFWRU\� RQ� WKH� JURXQGV� WKDW� VRPH� WUXVW� KDV� WR� H[LVW� EHWZHHQ� WKH� DJHQW� DQG� SULQFLSOH��RWKHUZLVH�� LI� WKH� H[WUHPH DVVXPSWLRQ� RI� HJRLVP� ZDV� IDFWXDOO\� FRUUHFW�� WKH� SULQFLSDO�DJHQW�UHODWLRQVKLS�FRXOG�QRW�H[LVW��6KDQNPDQ���������$JHQF\�WKHRULVWV�DUJXH�WKDW�WKH�SULQFLSDO�JHWV�DURXQG� WKH�PRUDO�KD]DUG�SUREOHP�E\�DVVXPLQJ� WKH�ZRUVW� DQG�DFWLQJ�DFFRUGLQJO\��7KRUQWRQ���������+RZHYHU��LW�LV�DOVR�LQ�WKH�SULQFLSDO¶V�LQWHUHVW�WR�FUHDWH�FRQGLWLRQV�XQGHU�ZKLFK�V�KH�FDQ�DFKLHYH�DQ�RSWLPDO�OHYHO�RI�FRRSHUDWLRQ��2WKHUZLVH��WKH�UHVRXUFH�UHTXLUHPHQWV�WR�HQVXUH�WKDW�WKH�DJHQW¶V�LQWHUHVWV�UHPDLQ�DOLJQHG�ZLWK�WKDW�RI�WKH�SULQFLSDO�FRXOG�EHFRPH�VR�VLJQLILFDQW�DV�WR�GHIHDW�WKH�ZKROH�FRQFHSW�RI�WKH�SULQFLSDO�DJHQW�UHODWLRQVKLS��,Q�WKH�µUHDO�ZRUOG¶�LW�LV�KDUG�WR�SHUFHLYH�RI�PDQDJHUV�RI� ODUJH�JOREDO�FRUSRUDWLRQV�EHLQJ�JUDQWHG�FRQWURO�RYHU� ODUJH�DPRXQWV�RI�VKDUHKROGHUV¶�IXQGV�ZLWKRXW�WKHUH�EHLQJ�DW�OHDVW�VRPH�HOHPHQW�RI�WUXVW��&RQVHTXHQWO\��WKLV�LPSOLHV� WKDW� WKH� XVH� RI� UHVRXUFHV� IRU� WKH� SXUSRVHV� RI� LQWHUHVW� DOLJQPHQW� LQ� WKH� FRPSOHWH�DEVHQFH� RI� WUXVW� LV� HFRQRPLFDOO\� LQHIILFLHQW�� ,Q� RWKHU� ZRUGV�� WKHUH� DUH� VWURQJ� HFRQRPLF�LQFHQWLYHV IRU�SULQFLSDOV� WR� DSSRLQW� LQGLYLGXDOV�ZKR�KDYH� D� WUDFN� UHFRUG�RI� WUXVW�ZRUWKLQHVV�EHFDXVH� WKH� FRVWV� RI� FRQWUDFWLQJ� ZLWK� VXFK� LQGLYLGXDOV� ZLOO� EH� ORZHU� WKDQ� WKH� FRVWV� RI�FRQWUDFWLQJ�ZLWK�LQGLYLGXDOV�ZKRVH�WUXVW�ZRUWKLQHVV�LV�HLWKHU�XQNQRZQ�RU�XQSURYHQ��%DUQH\����������7KXV�� WKH�DVVXPSWLRQ�RI�JUHHG�DSSHDUV� WR� UXQ�FRXQWHU� WR� WKH�HIILFLHQW� IXQFWLRQLQJ�RI�DJHQF\�UHODWLRQVKLSV�� 5DWKHU�� LW� LV� LQ� WKH� LQWHUHVW� RI� WKH� SULQFLSDO� DQG� DJHQW� WR� HVWDEOLVK� D� WUXVWLQJ�UHODWLRQVKLS�� JLYHQ� WKDW� WKLV�� DUJXDEO\�� FUHDWHV� D�PRUH� SURGXFWLYH�ZRUNLQJ�HQYLURQPHQW� EXW�DOVR� UHGXFHV� WKH� OHYHO� RI� UHVRXUFHV� WKDW� DUH� H[SHQGHG� RQ� PRQLWRULQJ� DJHQF\� UHODWLRQVKLSV��6KDQNPDQ�� ������� +RZHYHU�� WKH� DVVXPSWLRQ� WKDW� SHRSOH� ZLOO� DOZD\V� EHKDYH� LQ� WKHLU� RZQ�VHOI�LQWHUHVW�HIIHFWLYHO\�SUHFOXGHV�WKLV�IRUP�RI�RSWLPDO�FRQWUDFWLQJ��+HQFH��LW�FRXOG�EH�DUJXHG�WKDW�WKH�DJHQF\�FRVWV�ZKLFK�VR�FRQFHUQ�-HQVHQ�DQG�0HFNOLQJ��������DUH�LQ�IDFW�D�IXQFWLRQ�RI�WKH� ZD\� LQ� ZKLFK� QHR�FODVVLFDO� DQG� ILQDQFH� HFRQRPLVWV� FKRRVH WR� FRQVWUXFW� WKH� SULQFLSDO�DJHQW� SUREOHP�EDVHG� RQ� D� FDUHIXOO\� VHOHFWHG� DQG� VSHFLILHG� VHW� RI� DVVXPSWLRQV� DERXW�KXPDQ�
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QDWXUH�� 2UJDQL]DWLRQDO� UHVHDUFKHUV�� IRU� H[DPSOH�� KDYH� LGHQWLILHG� D� PXFK� EURDGHU� UDQJH� RI�KXPDQ�PRWLYHV� EHVLGHV� JUHHG�� LQFOXGLQJ� QHHGV� IRU� DFKLHYHPHQW�� UHVSRQVLELOLW\�� UHFRJQLWLRQ��DOWUXLVP�� EHOLHI�� UHVSHFW� IRU� DXWKRULW\�� DQG� WKH�PRWLYDWLRQ�ZKLFK� FRPHV� IURP�FDUU\LQJ�RXW� D�WDVN� WKDW� LV� LQKHUHQWO\� HQMR\DEOH� �'RQDOGVRQ�� ������� 7KLV� PRUH� FRPSOHWH�� EXW� QHFHVVDULO\�PRUH� FRPSOH[�� SLFWXUH� RI� KXPDQ� EHKDYLRXU� DUJXDEO\� UDLVHV� VHULRXV� GRXEWV� DERXW� WKH�VLPSOLILHG�YLHZ�SUHVHQWHG E\�DJHQF\�WKHRULVWV��7KLV�LV�QRW�WR�VXJJHVW�WKDW�LQGLYLGXDOV�VKRXOG�RU�FDQ�DOZD\V�EH�WUXVWHG��5DWKHU��WKDW�VRPH�LQGLYLGXDOV�PD\�VRPHWLPHV�EHKDYH�LQ�ZD\V�ZKLFK�DUH�QRW� LQ� WKH� LQWHUHVWV�RI� WKH�SULQFLSDO�� LPSO\LQJ� WKDW� WKHUH� LV�D�QHHG�IRU�D�³«�FRQWLQJHQF\�SHUVSHFWLYH�WKDW� WUHDWV�LQGLYLGXDOV�DV�FDSDEOH�RI�DFWLQJ�ERWK�HJRLVWLFDOO\�DQG�QRQ�HJRLVWLFDOO\�DQG�WKHQ�H[DPLQLQJ�WKH�DSSURSULDWH�PHFKDQLVPV�RI�LQWHUHVW�FR�DOLJQPHQW´��6KDQNPDQ�������S�������1HYHUWKHOHVV��WKH�VHSDUDWLRQ�RI�RZQHUVKLS�DQG�FRQWURO�KDV��DUJXDEO\��RQ�D�SV\FKRORJLFDO�OHYHO�DW�OHDVW��VRPH�LPSDFW�RQ�WKH�SHUFHSWLRQV�RI�YHQWXUH�FDSLWDOLVWV�ZKR�LQYHVW�LQ�RUJDQL]DWLRQV�DV�D�UHVXOW�RI�ZKLFK�WKH\�KDYH�QR�GLUHFW�FRQWURO�RYHU�WKH�PDQDJHPHQW�RI�WKHLU�DIIDLUV��7KH�IDFW�WKDW�ERQGLQJ�DQG�PRQLWRULQJ�FRYHQDQWV�H[LVW�LQ�WKH�µUHDO�ZRUOG¶�LV�QRW�LQ�GRXEW��:DWWV���������IRU�H[DPSOH�� UHIHUV� WR� DEXQGDQW� H[DPSOHV� RI� PRQLWRULQJ� DQG� ERQGLQJ� DUUDQJHPHQWV�� ZLWK�UHVWULFWLYH�FRYHQDQWV�LQ�UHODWLRQ�WR�WKH�SD\PHQW�RI�GLYLGHQGV�JRLQJ�DV�IDU�EDFN�DV�WKH�����V����3URWHFWLRQ� FODXVHV DUH� DOVR� LQVHUWHG� LQ� OHQGLQJ� DJUHHPHQWV�� LQFOXGLQJ� µUHVWULFWLYH�FRYHQDQWV¶�FRQFHUQLQJ� WDNLQJ� RQ� PRUH� GHEW�� WKH� PDLQWHQDQFH� RI� ZRUNLQJ� FDSLWDO�� PHUJHU� DFWLYLW\�� WKH�GLVSRVDO� RI� DOO� RU� SDUW� RI� WKH� DVVHWV� RI� WKH� ILUP� DQG� WKH� SXUFKDVH� RI� FHUWDLQ� VHFXULWLHV��/HIWZLFK���������6XFK�ERQGLQJ�DUUDQJHPHQWV�DUH� VHHQ� WR�KDYH�SDUWLFXODU�VLJQLILFDQFH� LQ�DQ�DFFRXQWLQJ� FRQWH[W��([�DQWH�� D�PDQDJHU�PD\�YROXQWDULO\� OLPLW� KLV�KHU� RSWLRQV� LQ� UHODWLRQ� WR�FKRLFHV�RI�DFFRXQWLQJ�PHWKRGV�XQGHU�WKH�QH[XV�RI�FRQWUDFWV�LQ�RUGHU�WR�UHGXFH�DJHQF\�FRVWV��7KLV� UHVWULFWLRQ�RI�DFFRXQWLQJ�FKRLFHV� LV�VDLG�WR�EH�PRWLYDWHG�E\�µHIILFLHQF\¶�UHDVRQV�� L�H�� WR�PD[LPLVH� ILUP� YDOXH� �:DWWV� DQG� =LPPHUPDQ�� ������� 6XFK� HFRQRPLFDOO\�HIILFLHQW�DUUDQJHPHQWV�DUH�NQRZQ�DV� µHIILFLHQW�FRQWUDFWLQJ�PRGHOV¶� �:DWWV�DQG�=LPPHUPDQ�����������+RZHYHU��WKH�PDQDJHU�LV�DVVXPHG�WR�EH�OHIW�ZLWK�VRPH�GLVFUHWLRQ�LQ�WKH�FKRLFH�RI�DFFRXQWLQJ�PHWKRGV�� L�H�� µWKH� DFFHSWHG� VHW¶�� ZKLFK� LV� SUHGLFWHG� WR� YDU\� DFURVV� ILUPV� �:DWWV� DQG�=LPPHUPDQ�����������([�SRVW��PDQDJHUV��DV�XWLOLW\�PD[LPLVHUV��DUH�DVVXPHG�WR�H[HUFLVH�VXFK�GLVFUHWLRQ�RSSRUWXQLVWLFDOO\��+HQFH��DQ�XQGHUVWDQGLQJ�RI�WKH�PRWLYDWLRQV�RI�WKRVH�LQYROYHG�LQ�WKH�FRQWUDFWLQJ�SURFHVV� LV� VDLG� WR�SURYLGH�D�PRGHO� IRU�SUHGLFWLQJ�DQG�H[SODLQLQJ�DFFRXQWLQJ�FKRLFH� LQ� WKH� FRQWH[W� RI� WKH� SULQFLSDO�DJHQW� UHODWLRQVKLS�� 7KLV� PRGHO� LV� H[SORUHG� LQ� PRUH�GHWDLO�LQ�WKH�IROORZLQJ�VHFWLRQ�
��� $�µSRVLWLYH¶�WKHRU\�RI�DFFRXQWLQJ�FKRLFH7KH� SULQFLSDO�DJHQW� UHODWLRQVKLS� KDV� ORQJ� EHHQ� UHFRJQLVHG� LQ� WKH� DFFRXQWLQJ� OLWHUDWXUH� DV� D�EDVLV� IRU� H[SODLQLQJ� REVHUYHG� DFFRXQWLQJ� SUDFWLFH� �VHH�� IRU� H[DPSOH�� GH� 6WH� &URL[�� ������<DPH\���������,QGHHG��WKH�RULJLQV�RI�DFFRXQWLQJ�DQG�ZULWWHQ�UHFRUGV�PD\�KDYH�WKHLU�URRWV�LQ�WKH� QHHG� IRU� WKH� RZQHUV� RI� PRQH\� DQG� RWKHU� DVVHWV� WR� EH� DEOH� WR� FKHFN� WKH� KRQHVW\� DQG�UHOLDELOLW\� RI� DJHQWV� WR�ZKRP� VXFK� DVVHWV�ZHUH� HQWUXVWHG� �<DPH\�� ������� ,Q� WKH� DFFRXQWLQJ�OLWHUDWXUH� WKLV� LV� NQRZQ� DV� WKH� µVWHZDUGVKLS¶� FRQFHSW� DQG� KDV� EHHQ� XVHG� WR� H[SODLQ�� IRU�H[DPSOH��IHXGDO�DFFRXQWLQJ�LQ�(QJODQG��<DPH\��������DQG�WKH�SURYLVLRQV�RI�FRPSDQ\�ODZ�LQ�UHODWLRQ�WR�ILQDQFLDO�UHSRUWLQJ��/LWWOHWRQ�DQG�=LPPHUPDQ���������7KXV�� WKHUH�LV�QRWKLQJ�QHZ�LQ� XVLQJ� SULQFLSDO�DJHQW� WKHRU\� WR� H[SODLQ� DFFRXQWLQJ� SUDFWLFH�� +RZHYHU�� -HQVHQ� DQG�0HFNOLQJ¶V��������WKHRU\�RI�DJHQF\�FRVWV�SURYLGHG�D�IUHVK�DYHQXH�RI�UHVHDUFK�SRVVLELOLWLHV�WR�
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WKH� 5RFKHVWHU� 6FKRRO RI� DFFRXQWLQJ� UHVHDUFKHUV� E\� LQWURGXFLQJ� D� QHZ� HOHPHQW� LQWR� WKH�SULQFLSDO�DJHQW� UHODWLRQVKLS�� L�H��� WKH� LQFHQWLYH� IRU�PDQDJHUV� WR� UHGXFH� DJHQF\� FRVWV�� ZKLFK�KDG� LPSOLFDWLRQV� IRU� FRUSRUDWH� DFFRXQWLQJ� DQG� UHSRUWLQJ� SUDFWLFHV� �:DWWV�� ������:DWWV� DQG�=LPPHUPDQ�� ������ =LPPHUPDQ�� ���������:KHUHDV�PXFK� RI� WKH� DFFRXQWLQJ� OLWHUDWXUH� WDNHV�WKH�SRVLWLRQ�WKDW�WKH�SXUSRVH�RI�DFFRXQWLQJ�LQIRUPDWLRQ�LV�WR�SURYLGH�LQIRUPDWLRQ�WKDW�LV�XVHIXO�WR�LQYHVWRUV�IRU�WKHLU�GHFLVLRQ�PDNLQJ�SXUSRVHV��VHH��IRU�H[DPSOH��3DWRQ�DQG�/LWWOHWRQ��������$,&3$�� ������ $6%�� ������ ������ )$6%�� ������� WKHUH� LV� D� VXEWOH� EXW� LPSRUWDQW� GLIIHUHQFH�EHWZHHQ�WKLV�REMHFWLYH�DQG�LQIRUPDWLRQ�SURYLGHG�E\�PDQDJHUV�XQGHU�ERQGLQJ�FRYHQDQWV�LQ�WKH�FRQWH[W�RI�DJHQF\�FRVWV��DV�H[SODLQHG�E\�:DWWV��������,QIRUPDWLRQ�IRU�PRQLWRULQJ�ERQGLQJ�FRYHQDQWV�LV�FRQWUDFWHG�IRU�LQ�DGYDQFH�DV�SDUW� RI� D�PHFKDQLVP�E\�ZKLFK� WKH�PDQDJHU� UHVWULFWV� WKH� H[WHQW� WR�ZKLFK�KLV�DFWLRQV� GHYLDWH� IURP� WKH� LQWHUHVWV� RI� VKDUHKROGHUV� DQG� ERQGKROGHUV�� 7KH�HPSKDVLV�LV�RQ�LQIRUPDWLRQ�DV�SDUW�RI�D�PDQDJHPHQW�FRQWURO�PHFKDQLVP��,Q�WKH� DOWHUQDWLYH� LQIRUPDWLRQ� IXQFWLRQ� WKH� HPSKDVLV� LV� RQ� WKH� SURYLVLRQ� RI�LQIRUPDWLRQ�WR�LQYHVWRUV�WR�HQDEOH�WKHP�WR�YDOXH�VHFXULWLHV�DQG�PDNH�µUDWLRQDO¶�LQYHVWPHQW� GHFLVLRQV�� 7KH� HPSKDVLV� LV� RQ� LQIRUPDWLRQ� IRU� PDUNHW� YDOXDWLRQ��S�����HPSKDVLV�DGGHG��,Q� DQ� XQUHJXODWHG HFRQRP\�� L�H�� RQH� IUHH� IURP� JRYHUQPHQW� LQWHUYHQWLRQ�� :DWWV� DQG�=LPPHUPDQ��������FRQWHQG�WKDW�LW�LV�WKH�PDUNHW�LWVHOI�ZKLFK�UHJXODWHV�WKH�DPRXQW�RI�GLYHUVLW\�LQ� DFFRXQWLQJ� SUDFWLFH�� ,Q� VXFK� DQ� HFRQRP\�� DFFRXQWLQJ� SURFHGXUHV� GHVLJQHG� WR� UHGXFH�DJHQF\�FRVWV�RI�FRQWUDFWV�DUH�OLNHO\�WR�YDU\�DFURVV�ILUPV�JLYHQ�WKDW�VXFK�FRVWV�ZLOO�WKHPVHOYHV�YDU\�IURP�RQH�ILUP�WR�DQRWKHU��JLYLQJ�ULVH�WR�D�YDULHW\�RI�DFFRXQWLQJ�WHFKQLTXHV��IRUPDWV�DQG�SUDFWLFHV���� +RZHYHU�� LQ� D� UHJXODWHG HFRQRP\��:DWWV� DQG� =LPPHUPDQ� FRQWHQG� WKDW� LW� ZDV�JRYHUQPHQW� UHJXODWLRQ� LQ� ERWK� WKH�86� DQG� WKH�8.�ZKLFK� OHG� WR� WKH� VHDUFK� IRU� DFFRXQWLQJ�SULQFLSOHV� DQG� WKDW� PXFK� RI� WKH� UHVXOWLQJ� DFFRXQWLQJ� WKHRU\�� LQFOXGLQJ� WKH� LGHD� WKDW� WKH�µREMHFWLYH¶� RI� ILQDQFLDO� VWDWHPHQWV� LV� JHQHUDOO\� WR� SURYLGH� LQIRUPDWLRQ� WKDW� LV� XVHIXO� WR�LQYHVWRUV�UDWKHU�WKDQ�WR�FRQWURO�DJHQF\�FRVWV��UHVXOWHG�IURP�JRYHUQPHQW�LQWHUYHQWLRQ��VHH��IRU�H[DPSOH��%HQVWRQ��������6KDNOHWRQ��������=HII�����������7KHLU�PDLQ�OLQH�RI�DUJXPHQW LV�WKDW�ZHUH�LW�QRW�IRU�WKH�DFWLRQV�RI�LQGLYLGXDOV�LQYROYHG�LQ�WKH�SROLWLFDO�SURFHVV�LQ�WKH�86��L�H��WKH�86� &RQJUHVV� DQG� WKH� 86� 6(&� DV� WKH� GHVLJQDWHG� UHJXODWRU\� DJHQF\�� VWDWLQJ� WKDW� FRUSRUDWH�ILQDQFLDO�VWDWHPHQWV�VKRXOG SURYLGH�LQIRUPDWLRQ�WR�LQYHVWRUV��VXFK�VWDWHPHQWV�ZRXOG�QRW�H[LVW�EHFDXVH�WKH\�FRQWDLQ�OLWWOH�LQIRUPDWLRQ�WKDW�LV�µQHZ¶�WR�WKH�FDSLWDO�PDUNHWV��VHH��IRU�H[DPSOH��%DOO� DQG�%URZQ�� ������ %URZQ�� ������ )RVWHU�� ������� 7KLV� LQWHUSUHWDWLRQ� LV� EDVHG� XSRQ� WZR�GLVWLQFW� EXW� LPSRUWDQW� VHWV� RI� WKHRUHWLFDO� DVVXPSWLRQV�� ERWK� RI� ZKLFK� FRQFHUQ� KXPDQ�EHKDYLRXU�7KH� ILUVW� VHW� RI� DVVXPSWLRQV� UHODWHV� WR� WKH� 5RFKHVWHU� 6FKRRO¶V SHUFHSWLRQV� RI� SROLWLFDO�SURFHVVHV�DQG�JRYHUQPHQW�LQWHUYHQWLRQ�LQ�WKH�86��7KHVH�SHUFHSWLRQV�DUH�WKHPVHOYHV�GHULYHG�IURP�SROLWLFDO�WKHRULHV�GHYHORSHG�LQ�WKH�����V��H�J��'RZQV������D��E��0XHOOHU��������DQG��LQ�WKH�FRQWH[W�RI�DFFRXQWDQWV��3LFKOHU��������DV�ZHOO�DV� WKH�FRQWULEXWLRQ�RI�HFRQRPLVWV�VXFK�DV�%XFKDQDQ� DQG� 7XOORFN� ������� DQG� 0HFNOLQJ� ������� LQ� UHODWLRQ� WR� WKH� EHKDYLRXU� RI�LQGLYLGXDOV��� $FFRUGLQJ�WR�:DWWV��������WKH�SULPH�FRQWULEXWLRQ�RI�QHR�FODVVLFDO�HFRQRPLVWV�WR� WKH� SROLWLFDO� SURFHVV� OLWHUDWXUH� ZDV� WKH� LQWURGXFWLRQ� RI� WKH� DVVXPSWLRQ� WKDW� LQGLYLGXDOV�LQYROYHG� LQ� WKH� SROLWLFDO� SURFHVV� �LQFOXGLQJ� YRWHUV�� WKH� PHGLD�� OREE\LVWV�� HOHFWHG� RIILFLDOV��DSSRLQWHG�RIILFH�KROGHUV�DQG�EXUHDXFUDWV��VHHN�WR�PD[LPLVH�WKHLU�H[SHFWHG�XWLOLWLHV��L�H��WKHLU�
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RZQ�VHOI�LQWHUHVWV���� -HQVHQ�DQG�0HFNOLQJ�ZHUH�WKHPVHOYHV�ERWK�SDUW�RI�D�PRYHPHQW�LQ�QHR�FODVVLFDO�HFRQRPLFV�ZKLFK�VRXJKW� WR�JLYH�H[SOLFLW� UHFRJQLWLRQ�WR�WKH�SROLWLFDO�GLPHQVLRQV�RI�HFRQRPLF� WKHRU\� UDWKHU� WKDQ� WR� FRQWLQXH�ZLWK� SUHVHQWLQJ� HFRQRPLF� SURFHVVHV� DV� D� SROLWLFDO�QHXWUDO�DFWLYLW\��'DYLGVRQ���������ZLWK�RWKHUV�JRLQJ�VR�IDU�DV� WR�VXJJHVW�WKDW�WKHUH�H[LVWHG�D�FULVLV� LQ�HFRQRPLF� WKHRU\� �%HOO� DQG�.ULVWRO�����������7KH�NH\�FRQWULEXWLRQV�� LQ� WKLV�FRQWH[W��DUH��LQ�FKURQRORJLFDO�RUGHU��WKRVH�RI�%HUOH�DQG�0HDQV���������&RDVH���������0DQQH���������$OFKLDQ� DQG� 'HPVHW]� �������� -HQVHQ� DQG� 0HFNOLQJ� �������� )DPD� ������� DQG� )DPD� DQG�-HQVHQ� �������� ,Q� WKH�����V� DQG ����V�� WKHUH�ZDV� FRQVLGHUDEOH�GHEDWH�EHWZHHQ��RQ� WKH�RQH�KDQG��WUDGLWLRQDO�QHR�FODVVLFDO�HFRQRPLVWV�ZKR�GHIHQGHG�VR�FDOOHG�µEODFN�ER[¶�WKHRULHV�RI�WKH�ILUP�DQG��RQ�WKH�RWKHU��µEHKDYLRXUDOLVWV¶�DQG�µPDQDJHULDOLVWV¶�ZKR�VRXJKW�WR�RSHQ�XS�WKH�EODFN�ER[� E\� RIIHULQJ� WKHRULHV� ZKLFK� SURYLGHG� µEHWWHU¶� DFFRXQWV� RI� WKH� FRQWUDFWXDO� DQG�RUJDQL]DWLRQDO�VWUXFWXUH�RI�EXVLQHVV�HQWHUSULVHV��7KHVH�µEHWWHU¶�DFFRXQWV�KDYH�JHQHUDOO\�EHHQ�FRQFHUQHG�ZLWK� H[SODLQLQJ�ZK\� WKHUH� DUH� ILUPV�� WKH� VFRSH� RI� WKHLU� DFWLYLWLHV� �NQRZQ� DV� WKHILUP�PDUNHW�ERXQGDULHV��DQG�ZK\� ILUPV�DUH�RUJDQLVHG�DV� WKH\�DUH� �3XWWHUPDQ�DQG�.URV]QHU���������7R� WKRVH�RSHUDWLQJ� LQ� WKLV� DUHD�� WKLV� OLWHUDWXUH�RQ� WKH�HFRQRPLF�QDWXUH�RI� WKH� ILUP� LV�VHHQ�DV�RSHQLQJ�XS�WKH�µEODFN�ER[¶��DOORZLQJ�HFRQRPLFV�DV�DQ�DFDGHPLF�GLVFLSOLQH�WR�SURJUHVV�FRQVLGHUDEO\�EH\RQG�WKH�GD\V�ZKHQ�QHR�FODVVLFDO�HFRQRPLVWV�LJQRUHG�LQVWLWXWLRQV�WR�D�WLPH�LQ�ZKLFK� LW� UHSUHVHQWV� ³«� WKH� IURQWLHU� RI� HFRQRPLF� UHVHDUFK´� �3XWWHUPDQ� DQG�.URV]QHU� ������S��������7KHVH� DVVXPSWLRQV� DERXW� KXPDQ� EHKDYLRXU� DUH� QRW� FRQILQHG� WR� WKH� SROLWLFDO� SURFHVV�� 7KH�5RFKHVWHU� 6FKRRO�� DQG� WKXV�� 3$7�� DVVXPHV� WKDW� DOO LQGLYLGXDOV� DUH� LQQRYDWLYH� �L�H��UHVRXUFHIXO��� FUHDWLYH� �L�H�� RSSRUWXQLVWLF�� DQG� UDWLRQDO�� �0HFNOLQJ�� ������� µ5DWLRQDO¶� LQ� WKLV�FRQWH[W�UHIHUV�WR�HDFK�LQGLYLGXDO�PD[LPLVLQJ�WKHLU�RZQ�VHOI�LQWHUHVW��XVXDOO\�FRQFHSWXDOLVHG�DV�XWLOLW\�DQG�ZHDOWK�UHODWHG��5\DQ�HW�DO� ��������2I�WKH�PDQ\�FRUH��QRQ�FRQMHFWXUDO�SURSRVLWLRQV�RI� QHR�FODVVLFDO� HFRQRPLFV�� LW� LV� WKH� UDWLRQDOLW\� DVVXPSWLRQ�ZKLFK� LV� FHQWUDO� WR� WKH� JHQHUDO�IUDPHZRUN�RI�DQDO\VLV�HPSOR\HG�LQ�ERWK�WKH�5RFKHVWHU�6FKRRO¶V DSSURDFK�WR�SULQFLSDO�DJHQW�UHODWLRQVKLSV�DQG�3$7�UHVHDUFK��7KLV�DVVXPSWLRQ�LPSOLHV�WKDW�EHKDYLRXU�DFFRUGV�ZLWK�WKH�YRQ�1HXPDQQ�0RUJHQVWHUQ�D[LRPV�RI�UDWLRQDO�FKRLFH�ZKLFK�SRVWXODWHV�WKDW�LQGLYLGXDOV�DUH�DEOH�WR�HYDOXDWH� DQG� UDQN� DOWHUQDWLYH� FKRLFHV� LQ� WHUPV� RI� WKHLU� SHUVRQDO� SUHIHUHQFHV� �5\DQ�HW� DO����������+RZHYHU��WKLV�DVVXPSWLRQ�LV�QRW�VXEMHFWHG�WR�HPSLULFDO�WHVWLQJ�DQG�WKXV�:DWWV��������LV� JXLOW\� RI� WKH� VDPH� µVLQ¶� ZKLFK� KH� OHYHOV� DW� SUHVFULSWLYH� DFFRXQWLQJ� WKHRULVWV� VXFK� DV�&KDPEHUV���������5DWKHU��:DWWV��������FODLPV�WKDW�WKH�MXVWLILFDWLRQ�IRU�WKH�DVVXPSWLRQ�LV�WR�EH� IRXQG� LQ� ³«� WKH� ULFK� VHW� RI� WHVWDEOH� K\SRWKHVHV� JHQHUDWHG� DERXW� FRUSRUDWH� ILQDQFLDO�VWDWHPHQWV� DQG� WKH� H[WHQW� WR� ZKLFK� WKRVH� K\SRWKHVHV� DUH� FRQVLVWHQW� ZLWK� REVHUYHG�SKHQRPHQD´��SS���������,Q�RWKHU�ZRUGV��WKLV�DVVXPSWLRQ�LV�XVHG�LQ�DQ�LQVWUXPHQWDOLVW VHQVH�WR�SUHGLFW�DQG�H[SODLQ�DJJUHJDWH EHKDYLRXU��ZLWKRXW�JHWWLQJ� WRR� LQYROYHG� LQ�XQGHUVWDQGLQJ� WKH�SV\FKRORJ\� RI� LQGLYLGXDOV� �5\DQ� HW� DO��� ��������� &ULWLFV� DUJXH� WKDW� LW� LV� QR� PRUH� WKDQ� D�FRQYHQLHQW�DVVXPSWLRQ�IRU�HFRQRPLF�DQDO\VLV��*DIILNLQ��������>,@W�FDQ�EH�DUJXHG�WKDW�DOO�DFWLRQV�DUH�UDWLRQDO�WR�WKH�DFWRU��%XW�KRZ�GRHV�DQ�H[WHUQDO� SDUW\� REVHUYH� �RU� HYHQ� FRPSUHKHQG�� WKH� DFWLRQ� DV� EHLQJ� UDWLRQDO��7KLV�FDQ�RQO\�EH�DFKLHYHG�E\�VRPH�LPSRVHG�XQLYHUVDO�VWDQGDUGV��WKHUH�DUH�QR�VXFK� VWDQGDUGV�� ,QGLYLGXDO� HFRQRPLF� UDWLRQDOLW\� �PDWHULDOLVWLF� KHGRQLVP�� LV�QRW� QHFHVVDULO\� UDWLRQDO� IRU� D� VRFLHW\� RU� HFRQRP\� DV� D� ZKROH� �DQ� REYLRXV�H[DPSOH� LV� WKH� FDVH� RI� WKH� SROOXWLRQ� UHVXOWLQJ� IURP� WKH� DFWLYLWLHV� RI�µHFRQRPLFDOO\� UDWLRQDO¶� SURGXFHUV��� 7KHUH� PD\� ZHOO� EH� FRQYHQWLRQDOO\�
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DFFHSWHG� VWDQGDUGV�RI�PDQDJHPHQW�EHKDYLRXU�EXW� WKH\�FDQQRW�EH�FODLPHG� WR�EH�VWDQGDUGV�RI�UDWLRQDOLW\ �*DIILNLQ�������S�����RULJLQDO�HPSKDVLV��7KHVH�DVVXPSWLRQV�DERXW�DJJUHJDWH�KXPDQ�EHKDYLRXU�DUH�DSSOLHG�E\�WKH�5RFKHVWHU�6FKRRO LQ�WKHLU�GHVFULSWLRQ�RI�KRZ�LQIRUPDWLRQ�LV�WUDGHG�E\�PDQDJHUV�RI�ILUPV�LQ�WKH�FRQWH[W�RI�DJHQF\�FRVWV�� 7KH� WUDGLQJ� RI� XQUHJXODWHG� LQIRUPDWLRQ� LQ� WKLV� FRQWH[W� LV� LWVHOI� FRQVWUXFWHG�ZLWKLQ� D�VHFRQG�VHW�RI�DVVXPSWLRQV��DOVR�GUDZQ�IURP�QHR�FODVVLFDO�HFRQRPLFV��8QGHU�WKH�µLQIRUPDWLRQ�K\SRWKHVLV¶��DOO� LQIRUPDWLRQ�� LQFOXGLQJ�DFFRXQWLQJ�LQIRUPDWLRQ��LV�VHHQ�DV�DQ�HFRQRPLF�JRRGWKDW� LV� WUDGHG� EHWZHHQ� ZLOOLQJ� EX\HUV� DQG� VHOOHUV ZKR� VHHN� WR� QHJRWLDWH� D� SULFH� ZKLFK�PD[LPLVHV� WKHLU� RZQ� VHOI�LQWHUHVWV���� 0DQDJHUV� DUH� VDLG� WR� KDYH� OLWWOH� LQFHQWLYH� WR� UHOHDVH�LQIRUPDWLRQ� UHOHYDQW� WR� WKH� YDOXH� RI� D� FRUSRUDWLRQ¶V� VHFXULWLHV� EHFDXVH� RI� WKH� µIUHH� ULGHU¶�SUREOHP��5DWKHU��DV�XWLOLW\�PD[LPLVHUV��LQ�WKH�DEVHQFH�DQ\�UHJXODWLRQV��PDQDJHUV�RI�ILUPV�DUH�DVVXPHG� WR� WUDGH� WKDW� LQIRUPDWLRQ�DV� WKH\�ZRXOG�ZLWK�DQ\�RWKHU�FRPPRGLW\�IRU�VHOI�LQWHUHVW�SXUSRVHV�� 7KXV�� LQ� DQ� XQUHJXODWHG HFRQRP\�� LW� LV� DVVXPHG� WKDW� PDQDJHUV� ZLOO� QRW� VXSSO\�LQIRUPDWLRQ�YROXQWDULO\ �L�H��RXWVLGH�WKH�WHUPV�RI�WKH�QH[XV�RI�FRQWUDFWV��XQOHVV�WZR�FRQGLWLRQV�DUH�PHW��:DWWV���������L� WKH� LQIRUPDWLRQ� LV� UHOHYDQW� WR� GHWHUPLQLQJ� D� FRPSDQ\¶V� VWRFN� PDUNHW� YDOXH� �H�J��LQIRUPDWLRQ�DERXW�WKH�FRPSDQ\¶V�IXWXUH�FDVK�IORZV���DQG��LL� WKH�PDQDJHU�FDQ�PDLQWDLQ�H[FOXVLYH�DFFHVV�WR�WKDW�LQIRUPDWLRQ�XQWLO�LW�LV�SXEOLVKHG��L�H��WKH�RXWVLGH�VKDUHKROGHUV�FDQQRW�REWDLQ�WKH�LQIRUPDWLRQ�IURP�DQRWKHU�VRXUFH�DQG�WKHUH�LV�QR�DOWHUQDWLYH�RU�VXEVWLWXWH��,Q� WKH� DEVHQFH� RI� WKHVH� WZR� FRQGLWLRQV�� ILQDQFLDO� LQIRUPDWLRQ� LV� DUJXHG� WR� KDYH� QR� YDOXH�ZKDWVRHYHU� WR� WKH� RXWVLGH� VKDUHKROGHUV� RU� ERQGKROGHUV� DQG� WKXV� PDQDJHUV� ZLOO� QRW� EH�UHZDUGHG�IRU�VXSSO\LQJ�LW��%\�DSSO\LQJ�WKH�DERYH�VHW�RI�QHR�FODVVLFDO�DVVXPSWLRQV�LQ�UHODWLRQ�WR� KXPDQ� EHKDYLRXU� DQG� XQUHJXODWHG� LQIRUPDWLRQ� WR� WKH�-HQVHQ�0HFNOLQJ�PRGHO� RI� DJHQF\�FRVWV��SRVLWLYH�DFFRXQWLQJ�WKHRU\�FRQVWUXFWV�D�QDUURZ�OHQV�RI�KLJK�UHVROXWLRQ�WKURXJK�ZKLFK�WR�YLHZ�D�ZRUOG�GRPLQDWHG�E\�HFRQRPLF�ULVN��PDQDJHULDO�RSSRUWXQLVP�ZLWK�JXLOH�DQG�XQLYHUVDO�VHOILVKQHVV� LQ� ZKLFK� QRERG\� LV� WR� EH� WUXVWHG� �5RVOHQGHU�� ������� 7KH� SULQFLSDO� DFWRUV� DUH�PDQDJHUV�� VKDUHKROGHUV�� OHQGLQJ� LQVWLWXWLRQV� DQG� RWKHU� µLQSXWV¶�� ZKRVH� YDULRXV� µSURSHUW\�ULJKWV¶�DUH�GHWHUPLQHG�DFFRUGLQJ�WR�WKH�WHUPV�VHW�RXW�LQ�FRQWUDFWV�QHJRWLDWHG�HLWKHU�ZLWKLQ�WKH�ILUP� RU� LQ� WKH� PDUNHW� SODFH�� :LWKLQ� WKH� ILUP�� WKH� µQH[XV� RI� FRQWUDFWV¶� LV� SXW� WRJHWKHU� E\�PDQDJHUV� SXUHO\� RXW� RI� HFRQRPLF� LQWHUHVW�� UHVXOWLQJ�� H[� DQWH�� LQ� YDULRXV� ERQGLQJ� DQG�PRQLWRULQJ� DUUDQJHPHQWV� ZKLFK�� LQ� WKH� SUHVHQFH� RI� FRPSHWLWLYH� FDSLWDO� PDUNHWV�� GHOLYHU�HFRQRPLF�HIILFLHQF\��0DQDJHUV¶�LQWHUHVWV�DUH�VHHQ�DV�GHWHUPLQHG�E\�WKH�WHUPV�VHW�RXW�LQ�WKHLU�FRQWUDFWV�ZLWK�WKH�ILUP�DV�ZHOO�DV�LQ�FRQWUDFWV�EHWZHHQ�WKH�ILUP�DQG�VSHFLILF�H[WHUQDO�SDUWLHV�VXFK�DV�VXSSOLHUV��OHQGHUV��JRYHUQPHQWV�DQG�UHJXODWRUV��PDQ\�RI�ZKLFK�DUH�EDVHG�RQ�HDUQLQJV�RU� RWKHU� ILQDQFLDO� LQIRUPDWLRQ� LVVXHG� E\� WKH� FRPSDQ\� �&RUPLHU� DQG�0DJQDQ�� �������7KHVH�PDUNHW�EDVHG�FRQWUDFWV�DUH�VHHQ�DV�JLYLQJ�ULVH� WR�D�VLWXDWLRQ� LQ�ZKLFK�PDQDJHUV��EHLQJ�ERWK�UDWLRQDO� DQG� RSSRUWXQLVWLF�� DUH� DVVXPHG� WR� DGRSW� D� VWUDWHJLF� SRVWXUH WR� DFFRXQWLQJ� FKRLFH��PDQDJHUV� SUHIHUULQJ� WR� VHOHFW� WKRVH� DFFRXQWLQJ� FKRLFHV� ZKLFK� PD[LPLVH� WKHLU� SHUVRQDO�LQWHUHVWV�DQG�ZHOO�EHLQJ��7KH� VWXG\� RI� WKH� HIIHFW� RI� FRQWUDFW� WHUPV� RQ� DFFRXQWLQJ� FKRLFHV� LV� NQRZQ� DV� µHIILFLHQW�FRQWUDFWLQJ� WKHRU\¶� RU� µSRVLWLYH� DFFRXQWLQJ� WKHRU\¶� �3$7�� �:DWWV� DQG� =LPPHUPDQ�� ������������DQG�KDV�EHHQ�DSSOLHG�WR�D�QXPEHU�RI�GLIIHUHQW�DUHDV�RI�DFFRXQWLQJ��LQFOXGLQJ�
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�L� DV� D� EDVLV� IRU� GHWHUPLQLQJ� DFFRXQWLQJ� WKHRU\� FRQVWUXFWLRQ� LQ� WKH� FRQWH[W� RI� WKH�DFFRXQWLQJ�VWDQGDUG�VHWWLQJ�SURFHVV��:DWWV�DQG�=LPPHUPDQ���������LL� DV�D�EDVLV�IRU�H[SODLQLQJ�WKH�IRUP�RI�FRUSRUDWH�ILQDQFLDO�VWDWHPHQWV��:DWWV���������LLL� DV� D� EDVLV� IRU� H[SODLQLQJ� DFFRXQWLQJ� WKHRU\� DV� DQ� HFRQRPLF� JRRG�� ZLWK� LQGLYLGXDO�WKHRULHV� EHLQJ� VXSSOLHG� WR� PHHW� WKH� GHPDQGV� RI� SDUWLFXODU� LQWHUHVW JURXSV� WR� VXSSRUW�WKHLU�SRVLWLRQ�LQ�WKH�FRQWH[W�RI�D�SROLWLFDO��OREE\LQJ��SURFHVV�ZKHUH�LQGLYLGXDOV�FRPSHWH�IRU� WKH� FRHUFLYH� SRZHU� RI� JRYHUQPHQW� WR� DFKLHYH� ZHDOWK� WUDQVIHUV� �:DWWV� DQG�=LPPHUPDQ�����������LY� DV� D� EDVLV� IRU� SUHGLFWLQJ� DQG� H[SODLQLQJ� PDQDJHPHQW EHKDYLRXU �D�� LQ� WHUPV� RI�HFRQRPLF� FRVWV� DQG� EHQHILWV� �=LPPHUPDQ�� ������ DQG� �E�� LQ� WKH� DFFRXQWLQJ� VWDQGDUG�VHWWLQJ�SURFHVV��:DWWV�DQG�=LPPHUPDQ����������,WHP� �L�� DERYH� LV� PRUH� RU� OHVV� WKH�5RFKHVWHU� 6FKRRO¶V� QRUPDWLYH VWDQFH� LQ� UHODWLRQ� WR� WKH�VWDQGDUG�VHWWLQJ� SURFHVV�� ZKHUHDV� LWHPV� �LL�� WR� �LY�� DUH�GHVFULSWLYH RU� µSRVLWLYH¶�PRGHOV� IRU�H[SODLQLQJ�DQG�SUHGLFWLQJ�EHKDYLRXU��+RZHYHU��DOO�ILYH�DUHDV�DGRSW�DVVXPSWLRQV�LQ�UHODWLRQ�WR�WKH�EHKDYLRXU�RI�PDUNHWV��L�H��DJJUHJDWH�PDUNHW�EHKDYLRXU��H�J��WKH�(0+��DQG�WKH�EHKDYLRXU�RI�LQGLYLGXDOV��,WHPV��LL��WR��LY��DUH�RI�UHOHYDQFH�WR�WKH�SUHVHQW�VWXG\�LQ�RQH�IRUP�RU�DQRWKHU��DOWKRXJK�WKH�IRFXV�LV�SUHGRPLQDQWO\�RQ�LWHP��LY��EHFDXVH�RI�WKH�SUHVHQW�VWXG\¶V�HPSKDVLV�RQ�SUHGLFWLQJ�� H[SODLQLQJ� DQG� XQGHUVWDQGLQJ� PDQDJHULDO� EHKDYLRXU� $FFRUGLQJ� WR� :DWWV� DQG�=LPPHUPDQ� �������� WKH� µQH[XV� RI� FRQWUDFWV¶� EHWZHHQ� WKH� FRQWUDFWLQJ� SDUWLHV� LQIOXHQFHV� D�PDQDJHU¶V� FKRLFH� RI� DFFRXQWLQJ� SUDFWLFHV� LQ� WHUPV� RI� KRZ� WKRVH� SUDFWLFHV� DUH� H[SHFWHG� WR�DIIHFW�D� ILUP¶V�FDVK IORZV�DQG�RWKHU�VSHFLILHG�DFFRXQWLQJ�UDWLRV�DQG�SHUIRUPDQFH�LQGLFDWRUV��,Q� WKHLU� µSRVLWLYH¶� WKHRU\�RI� WKH�GHWHUPLQDWLRQ�RI�DFFRXQWLQJ�FKRLFH��:DWWV�DQG�=LPPHUPDQ��������SRVLW�WKDW�FHUWDLQ�IDFWRUV�DIIHFW�D�ILUP¶V�IXWXUH�FDVK�IORZV�DQG��LQ�WXUQ��D�PDQDJHU¶V�H[�SRVW�FKRLFH�RI�DFFRXQWLQJ�SURFHGXUHV��7KLV�DUHD�RI�UHVHDUFK�KDV�VLQFH�EHFRPH�NQRZQ�DV�WKH�µHFRQRPLF�FRQVHTXHQFHV�RI�DFFRXQWLQJ�FKRLFH¶�OLWHUDWXUH��,PSRUWDQWO\��PDQDJHPHQW�LV�VHHQ�DV�SOD\LQJ�D�FHQWUDO�UROH�LQ�WKH�GHWHUPLQDWLRQ�RI�DFFRXQWLQJ�VWDQGDUGV�EHFDXVH��L��LW�LV�LPSRVVLEOH�IRU�LQYHVWRUV�WR�HQWHU�LQWR�ERQGLQJ�DUUDQJHPHQWV�ZKLFK�FRYHU�DOO�HYHQWXDOLWLHV�DQG��LL��GHVSLWH�WKH� GHYHORSPHQWV� LQ� ILQDQFLDO� UHSRUWLQJ� WKHUH� LV� VWLOO� FRQVLGHUDEOH� VFRSH� IRU� FKRLFH� LQ� WKH�VHOHFWLRQ�RI�DFFRXQWLQJ�SROLFLHV��PHWKRGV�DQG�GLVFORVXUH��VHH��IRU�H[DPSOH��0RRQLW]���������0DQDJHPHQW¶V� IUHHGRP� LQ� WKLV� UHVSHFW� LV� FRQVWUDLQHG� XQGHU� ERQGLQJ� DQG� PRQLWRULQJ�FRYHQDQWV��VHH�6HFWLRQ�����DERYH��ZKLFK�VHUYH�WR�OLPLW�WKH�VFRSH�IRU�GHVWUXFWLYH�RSSRUWXQLVP�E\��LQWHU�DOLD��UHVWULFWLQJ�H[ DQWH DFFRXQWLQJ�SROLF\�FKRLFH�LQ�UHODWLRQ�WR�ZHDOWK�WUDQVIHUV��H�J��GLYLGHQGV�� DQG� HFRQRPLF� ULVN� �H�J�� JHDULQJ��� $GGLWLRQDOO\�� WKH� H[LVWHQFH� RI� FRPSHQVDWLRQ�DUUDQJHPHQWV�ZKLFK�WLH�PDQDJHPHQW¶V�XWLOLW\�IXQFWLRQ�WR�WKDW�RI�WKH�RXWVLGH�VKDUHKROGHUV��H�J��WKURXJK�FDVK�ERQXVHV�DQG�VKDUHV�DQG�VKDUH�RSWLRQV�OLQNHG�WR�VKDUH�SULFH�SHUIRUPDQFH��DQG�WKH�(0+�� ZKLFK� LPSOLHV� WKDW� PDQDJHPHQW� LV� XQDEOH��H[� SRVW�� WR� DIIHFW� VKDUH� SULFHV� E\� GLUHFW�DFFRXQWLQJ�PDQLSXODWLRQ�VLQFH�WKH�PDUNHW�LV�YLHZHG�DV�EHLQJ�DEOH�WR�GLVWLQJXLVK�EHWZHHQ�µUHDO�HYHQWV¶�ZKLFK KDYH�HFRQRPLF��L�H��FDVK�IORZ��FRQVHTXHQFHV�DQG�PHUH�FUHDWLYH�DFFRXQWLQJ��RU�ZLQGRZ�GUHVVLQJ��ZKLFK�GRHV�QRW��DFW�DV�FRQVWUDLQWV�RQ�PDQDJHULDO�RSSRUWXQLVP�ZLWK�JXLOH��1HYHUWKHOHVV�� PDQDJHPHQW� VWLOO� KDV� VRPH� H[� SRVW FKRLFH� LQ� DFFRXQWLQJ� PHWKRGV����6LJQLILFDQWO\�� LW� LV� WKH�HFRQRPLF� FRQVHTXHQFHV RI� DQ\�H[�SRVW FKDQJHV� WR�DFFRXQWLQJ�FKRLFH�ZKLFK�� DFFRUGLQJ� WR� 3$7�� H[SODLQV� PDQDJHULDO� EHKDYLRXU� LQ� UHODWLRQ� WR� WKH� FKRLFH� DQG�GHYHORSPHQW� RI� DFFRXQWLQJ� VWDQGDUGV��$FWLRQV� E\� RU� RQ� EHKDOI� RI� WKH�PDQDJHPHQW�RI� ODUJHFRUSRUDWLRQV� WR� LQIOXHQFH� ERWK� QDWLRQDO� DQG� LQWHUQDWLRQDO� DFFRXQWLQJ� VWDQGDUGV� KDYH� EHHQ�GHVFULEHG� DV� µSROLWLFDO� SUHVVXUHV¶�� ZKHUH� µSROLWLFDO¶� LQ� WKLV� FRQWH[W� UHIHUV� WR� VHOI�LQWHUHVWHG�
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EHKDYLRXU� RQ� WKH� SDUW� RI� SUHSDUHUV� DQG� RWKHUV�ZKLFK�PD\�EH� GHWULPHQWDO WR� WKH� LQWHUHVWV� RI�LQYHVWRUV�DQG�RWKHU�XVHUV�RI�ILQDQFLDO�UHSRUWV��=HII���������=HII¶V��������DQDO\VLV�RI�QXPHURXV�DJJUHVVLYH�DWWHPSWV�E\�LQGXVWU\�DQG�RWKHU�DIIHFWHG�SDUWLHV�ERWK�LQ�WKH�86�DQG�RWKHU�FRXQWULHV�WR� VXFFHVVIXOO\� SUHYHQW� DQ� DFFRXQWLQJ� VWDQGDUG�VHWWHU� IURP� LQWURGXFLQJ� DFFRXQWLQJ�UHTXLUHPHQWV� ZKLFK� DUH� XQDWWUDFWLYH� WR� VXFK� SDUWLHV� SURYLGHV� VXSSRUW� WR� WKH� µHFRQRPLF�FRQVHTXHQFHV¶�DUJXPHQW��=HII������������7R�ZKDW�H[WHQW�VXFK�SKHQRPHQD�DUH�OLNHO\�WR�DIIHFW�WKH�ZRUN�RI� WKH�QHZO\�IRUPHG�,$6%�DV�LW�VHHNV�WR�LPSURYH�WKH�TXDOLW\�DQG�FRPSDUDELOLW\�RI�LQWHUQDWLRQDO� ILQDQFLDO� UHSRUWLQJ�� LV�� DV� \HW�� XQNQRZQ�� (YLGHQFH� IURP� WKH� 8�6��� ZKHUH� WKH�LPSDFW� RI�SROLWLFDO� SUHVVXUH� LV�PXFK�JUHDWHU�GXH� WR� WKH�H[LVWHQFH�RI�D� ULJRURXV�HQIRUFHPHQW�PHFKDQLVP�WKURXJK�WKH�6(&� VXJJHVWV�WKDW�WKH�,$6%�LV�OLNHO\�WR�FRPH�XQGHU�LQWHQVH�SROLWLFDO�SUHVVXUHV�IURP�SRZHUIXO�OREE\�RUJDQL]DWLRQV�IXQGHG�E\�LQGXVWU\�VSHFLILF�WUDGH�DVVRFLDWLRQV���8QGHU�WKH�HFRQRPLF�FRQVHTXHQFHV�RU�µSROLWLFDO�FRVWV¶�DUJXPHQW��VXFK�OREE\LQJ�DFWLYLWLHV�DUH�VDLG�WR�GHSHQG�GLUHFWO\�RQ�WKH�H[WHQW�WR�ZKLFK�DQ\�SURSRVHG�FKDQJHV�LQ�DFFRXQWLQJ�VWDQGDUGV�LPSDFW� RQ� D� FRPSDQ\¶V� IXWXUH� FDVK� IORZV� �:DWWV� DQG� =LPPHUPDQ�� ������� 0DQDJHPHQW¶V�XWLOLW\� IXQFWLRQ�� ZKLFK� LV� DVVXPHG� WR� EH� D� SRVLWLYH� IXQFWLRQ� RI� H[SHFWHG� SHFXQLDU\�FRPSHQVDWLRQ�LQ�IXWXUH�SHULRGV��LV�SUHVXPHG�WR�EH�GLUHFWO\�OLQNHG�WR�DQG�WKXV�GLUHFWO\�DIIHFWHG�E\�DQ\�FKDQJH�LQ�WKH�FRPSDQ\¶V�IXWXUH�FDVK�IORZ��7KHUHIRUH��PDQDJHPHQW�LV�VDLG�WR�KDYH�DQ�LQFHQWLYH�WR�FRQVXPH�WKH�FRPSDQ\¶V�UHVRXUFHV�LQ�OREE\LQJ�DFFRXQWLQJ�VWDQGDUG�VHWWHUV�EDVHG�RQ�PDQDJHPHQW¶V�RZQ�VHOI� LQWHUHVW��0DQDJHPHQW¶V�SRVLWLRQ�YLV�j�YLV� WKH�SURSRVHG�DGRSWLRQ�RI�D�QHZ�DFFRXQWLQJ�VWDQGDUG�LV�WKXV�VDLG�WR�GHSHQG�XSRQ�KRZ�WKH�FKRLFH�RI�D�QHZ�DFFRXQWLQJ�VWDQGDUG�DIIHFWV�PDQDJHPHQW¶V�ZHDOWK�YLD�LWV�LQIOXHQFH�RQ�D�FRPSDQ\¶V�IXWXUH�FDVK�IORZV�:DWWV�DQG�=LPPHUPDQ�������� LGHQWLILHG�D�QXPEHU�RI� IDFWRUV� OLNHO\�WR�DIIHFW�D�ILUP¶V�IXWXUH�FDVK�IORZV��LQFOXGLQJ�LQIRUPDWLRQ�SURGXFWLRQ�FRVWV��H�J��H[WUD�ERRNNHHSLQJ�FRVWV���WD[HV��H�J��FKDQJHV�LQ�WKH�PHWKRGV�RI�DFFRXQWLQJ�IDYRXUHG�E\�ILVFDO�DXWKRULWLHV�ZKLFK�DIIHFW�WKH�EDVLV�RQ�ZKLFK�FRUSRUDWH�LQFRPH�LV�DVVHVVHG�IRU�WD[DWLRQ�SXUSRVHV���PDQDJHPHQW�FRPSHQVDWLRQ�SODQV��H�J��FKDQJHV�LQ�WKH�LQFRPH�PHDVXUH�XVHG�DV�WKH�EDVH�IRU�PDQDJHPHQW�LQFHQWLYH�ERQXV�SODQV���QHZ�JRYHUQPHQW�UHJXODWLRQV��H�J��UDWH�LQFUHDVHV�DULVLQJ�RXW�RI�DQ�DFFRXQWLQJ�VWDQGDUGV�FKDQJH�IRU� ILUPV� RSHUDWLQJ� LQ� UHJXODWHG� LQGXVWULHV�� DQG� SROLWLFDO� FRVWV� �H�J�� ZHDOWK� WUDQVIHUV� IURP�ILUPV� RSHUDWLQJ� LQ� LQGXVWULHV� SHUFHLYHG� E\� JRYHUQPHQWV� WR� EH� HDUQLQJ� µVXSHU¶� RU� H[FHVVLYHSURILWV����� ,Q� FRPSHWLWLYH�PDUNHWV�� WKH� SRVVLELOLW\� RI� SDVVLQJ� RQ� VXFK� FRVWV� LV� UHVWULFWHG� DQG�KHQFH�LW�LV�DVVXPHG�WKDW�PDQDJHPHQW�KDV�DQ�LQFHQWLYH�WR�OREE\�IRU�WKH�DGRSWLRQ�RI�DFFRXQWLQJ�VWDQGDUGV�ZKLFK�GR�QRW�LQYROYH�DQ\�LQIRUPDWLRQ�FRVWV�RU�ZKLFK�UHGXFH�VXFK�FRVWV��,Q�SUDFWLFH��EHFDXVH� ODUJH� ILUPV� DOUHDG\� KDYH� VRSKLVWLFDWHG� LQWHUQDO� FRVW� LQIRUPDWLRQ� V\VWHPV�� WKH� H[WUD�ERRNNHHSLQJ� FRVWV� DULVLQJ� IURP� WKH� DGRSWLRQ� RI� D�QHZ�DFFRXQWLQJ� VWDQGDUG� DUH� OLNHO\� WR�EH�LQVLJQLILFDQW� �)HOWRQ�� ������� :KHUH� D� FRPSDQ\¶V PDQDJHPHQW¶V� FRPSHQVDWLRQ� SDFNDJH�LQFOXGHV�D�ERQXV�HOHPHQW�WKDW�LV�GLUHFWO\�OLQNHG�WR�WKH�FRPSDQ\¶V�UHSRUWHG�DFFRXQWLQJ�LQFRPH��WKHQ� FOHDUO\� PDQDJHPHQW� KDV� DQ� LQFHQWLYH� WR� OREE\� IRU� DFFRXQWLQJ� SROLFLHV� ZKLFK� LQIODWH�UHSRUWHG� LQFRPH�� +RZHYHU�� LQ� SUDFWLFH�� KLJKHU� UHSRUWHG� HDUQLQJV� FDQ� KDYH� XQGHVLUHG�FRQVHTXHQFHV� DV� D� UHVXOW� RI� DWWUDFWLQJ� WKH� DWWHQWLRQ� RI� UHJXODWRUV� RU� SROLWLFLDQV�� UHVXOWLQJ� LQ�µSROLWLFDO� FRVWV¶��� µ3ROLWLFDO� FRVWV¶� LQ� WKLV� FRQWH[W� LQFOXGH� VXFK� WKLQJV� DV� WKH� WKUHDW� RI�QDWLRQDOL]DWLRQ�RI�WKH�LQGXVWU\��H[SURSULDWLRQ�RI�SURILWV��DQG�WKXV�FDVK��ZKHUH�FRPSDQLHV�DUH�SHUFHLYHG� E\� UHJXODWRUV� RU� JRYHUQPHQWV� WR� EH� PDNLQJ� H[FHVVLYH� �L�H�� µVXSHU¶�� SURILWV� DQG�DQWLWUXVW�VXLWV�ZKHUH�FRPSDQLHV�DUH�SHUFHLYHG�E\�UHJXODWRUV�RU�JRYHUQPHQWV�WR�EH�DFWLQJ�LQ�D�PDQQHU�LQFRQVLVWHQW�ZLWK�WKH�SULQFLSOHV�RI�IUHH�DQG�IDLU�WUDGH��7KH�µJRYHUQPHQW�LQWHUYHQWLRQ¶�DUJXPHQW�LV�WKH�RQH�PRVW�RIWHQ�DVVRFLDWHG�ZLWK�SROLWLFDO�FRVWV�LQ�WKH�FRQWH[W�RI�WKH�5RFKHVWHU�
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6FKRRO¶V� WKHRU\� RI� DJHQF\� FRVWV�� WKH� DUJXPHQW� EHLQJ� WKDW� ILUPV� KDYLQJ� FRQWDFW� �DFWXDO� RU�SRWHQWLDO�� ZLWK� JRYHUQPHQWV�� GLUHFWO\� RU� LQGLUHFWO\�� FDQ� DIIHFW� IXWXUH� FDVK� IORZV� E\�GLVFRXUDJLQJ� JRYHUQPHQW� DFWLRQ� WKURXJK� WKH� UHSRUWLQJ� RI� ORZHU� QHW� LQFRPHV�� :DWWV� DQG�=LPPHUPDQ� �������� GUDZLQJ� RQ� DOWHUQDWLYH� WKHRULHV� RI� HFRQRPLF� UHJXODWLRQ� �VHH�� IRU�H[DPSOH��6WLJOHU��������������3HOW]PDQ��������3RVQHU��������DQG�SXEOLF�FKRLFH��H�J��0XHOOHU���������ZKLFK�DVVXPH�SRVLWLYH�LQIRUPDWLRQ�FRVWV�DQG�OREE\LQJ�FRVWV��DUJXH�WKDW�WKH�FRUSRUDWH�VHFWRU�� UHSUHVHQWLQJ� ODUJH� SRROV� RI� ZHDOWK� LV� HVSHFLDOO\ YXOQHUDEOH� WR� SROLWLFDO� FRVWV� IURP�ZHDOWK�WUDQVIHUV�&HUWDLQ� JURXSV� RI� YRWHUV� KDYH� DQ� LQFHQWLYH� WR� OREE\� IRU� WKH� QDWLRQDOL]DWLRQ��H[SURSULDWLRQ�� EUHDN�XS� RU� UHJXODWLRQ�RI� DQ� LQGXVWU\�RU� FRUSRUDWLRQ��7KLV� LQ�WXUQ�SURYLGHV�DQ�LQFHQWLYH�IRU�HOHFWHG�RIILFLDOV WR�SURSRVH�VXFK�DFWLRQV��S������7KHVH�HOHFWHG�RIILFLDOV��VXFK�DV�SROLWLFLDQV�DQG�EXUHDXFUDWV��DFWLQJ�LQ�WKH�JXLVH�RI�WKH�µSXEOLF�LQWHUHVW¶�DUH�DVVXPHG�WR�PRYH�WR�UHGXFH�VKDUHKROGHUV¶�SURSHUW\�ULJKWV�RU�WR�UHGLVWULEXWH�ZHDOWK�WR�RWKHU��GLVDGYDQWDJHG�JURXSV�LQ�VRFLHW\����:DWWV�DQG�=LPPHUPDQ��������GHSLFW�WKH�SROLWLFDO�VHFWRU�DV�EHLQJ�GRPLQDWHG�E\�JUHHG\�LQGLYLGXDOV�:H�DVVXPH� WKDW�SULYDWH�FLWL]HQV��EXUHDXFUDWV��DQG�SROLWLFLDQV�KDYH�LQFHQWLYHV�WR�HPSOR\�WKH�SRZHUV�RI�WKH�VWDWH�WR�PDNH�WKHPVHOYHV�EHWWHU�RII�DQG�WR�FRDOHVFH�IRU�WKDW�SXUSRVH��2QH�ZD\�E\�ZKLFK�FRDOLWLRQV�RI�LQGLYLGXDOV�DUH�PDGH�EHWWHU�RII�LV�E\�OHJLVODWLRQ�WKDW�UHGLVWULEXWHV��L�H��FRQILVFDWHV��ZHDOWK �S��������)LQDQFLDO� DFFRXQWLQJ� VWDWHPHQWV� DUH� VHHQ� WR� SOD\� D� NH\� UROH� LQ� WKHVH�ZHDOWK� WUDQVIHUV� ERWK�GLUHFWO\� LQ� WHUPV� RI� WKH� UHJXODWLRQ� RI� WKH� UXOHV� JRYHUQLQJ� WKH� GHWHUPLQDWLRQ� RI� DFFRXQWLQJ�LQFRPH�DQG�LQGLUHFWO\�LQ�WKH�XVH�RI�VXFK�VWDWHPHQWV�LQ�WKH�UHJXODWRU\�SURFHVV�DQG�WKH�EDVLV�IRU�OHJLVODWLYH� LQWHUYHQWLRQ�� 7KLV� LQ� WXUQ� LV� VDLG� WR� SURYLGH�PDQDJHUV�� LQ� VHHNLQJ� WR� DYRLG� VXFK�ZHDOWK� WUDQVIHUV�� ZLWK� DQ� LQFHQWLYH� WR� OREE\� IRU� DFFRXQWLQJ� SUDFWLFHV� ZKLFK� GHIHU� UHSRUWHG�HDUQLQJV�IURP�WKH�FXUUHQW�WR�IXWXUH�SHULRGV�WR�NHHS�WKH�ILUP�RXW�RI�WKH�SXEOLF�H\H��:DWWV�DQG�=LPPHUPDQ�� ������ :DWWV� DQG� =LPPHUPDQ� ������� WHVWHG� WKHLU� µSRVLWLYH¶� WKHRU\� RI� WKH�GHWHUPLQDWLRQ�RI� DFFRXQWLQJ� VWDQGDUGV�E\�H[DPLQLQJ� WKH� OREE\LQJ�DFWLYLWLHV�RI�PDQDJHPHQW�LQ� UHODWLRQ� WR� VXEPLVVLRQV�PDGH� WR� WKH� 86� )LQDQFLDO�$FFRXQWLQJ� 6WDQGDUGV� %RDUG� �)$6%�������� FRQFHUQLQJ� WKH� SURSRVHG� DFFRXQWLQJ� VWDQGDUG� IRU� *HQHUDO� 3ULFH�/HYHO� $FFRXQWLQJ��*3/$�����6SHFLILFDOO\��WKH\�WHVWHG�WZR�K\SRWKHVHV��L� ILUPV� ZKRVH� HDUQLQJV� DUH� LQFUHDVHG E\� WKH� DGRSWLRQ� RI� WKH� SURSRVHG� VWDQGDUG� ZLOO�RSSRVH�LWV�DGRSWLRQ��LUUHVSHFWLYH�RI�VL]H��DQG��LL� WKH� ODUJHU� WKH� VL]H� RI� D� ILUP ZKLFK� H[SHULHQFHG� UHGXFHG HDUQLQJV� DV� D� UHVXOW� RI� WKH�DGRSWLRQ�RI� WKH�SURSRVHG�VWDQGDUG�� WKH�PRUH� OLNHOLKRRG� WKDW� LWV�PDQDJHUV�ZRXOG�OREE\�IRU�LWV�DGRSWLRQ��L�H��WKHUH�LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�DVVHW�VL]H�DQG�VXEPLVVLRQ�IRU�ILUPV�ZLWK�LQFRPH�GHFUHDVHV�7R� WHVW� WKHVH� K\SRWKHVHV�� :DWWV� DQG� =LPPHUPDQ� ������� ORRNHG� DW� SXWDWLYH� DVVRFLDWLRQV�EHWZHHQ� YDULRXV� ILUP� FKDUDFWHULVWLFV� DQG� WKH� OREE\LQJ� SRVLWLRQ� RI� ��� ILUPV�� 7KHVH� ILUP�FKDUDFWHULVWLFV�LQFOXGHG�VL]H��UDQN�RQ�DVVHWV�DFFRUGLQJ�WR�WKH�)RUWXQH������������DQG�PDUNHW�VKDUH�� DV� SUR[\� YDULDEOHV� IRU� SROLWLFDO� FRVWV�� WKH� H[LVWHQFH� RI� D� PDQDJHPHQW� SURILW�VKDULQJ�SODQ�DQG�ZKHWKHU�RU�QRW�WKH�ILUP�ZDV�LQ�D�UHJXODWHG�LQGXVWU\��:DWWV�DQG�=LPPHUPDQ��������DUJXH�WKDW�WKH�PDJQLWXGH�RI�SROLWLFDO�FRVWV�LV�KLJKO\�GHSHQGHQW�RQ�VL]H��EDVHG�RQ�VWXGLHV�RI�WKH�GHWHUPLQDQWV� RI� DQWL�WUXVW� DFWLYLW\� LQ� WKH� 86� LQ� WKH� HDUO\� ����V� �6HLJIULHG�� ������� 7KHVH�
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VWXGLHV�VXJJHVWHG�WKDW�VL]H�SHU�VH UHSUHVHQWHG�D�FULWHULRQ�IRU�DFWLRQ�DJDLQVW�86�FRUSRUDWLRQV��D�SKHQRPHQRQ� GHVFULEHG� DW� WKH� WLPH DV� µWKH� FXUVH� RI� ELJQHVV¶� �:DWWV� DQG�=LPPHUPDQ�������S�������(DUO\�WKHRULHV�RI�JRYHUQPHQW�UHJXODWLRQ�LQ�WKH�86��H�J��3HOW]PDQ��������LPSOLHG�WKDW�ZHDOWK�WUDQVIHUV�IURP�FRUSRUDWLRQV�WR�WKH�6WDWH�ZHUH�DOVR�D�SRVLWLYH�IXQFWLRQ�RI�HFRQRPLHV�RI�VFDOH��6LQFH�HFRQRPLHV�RI�VFDOH�DUH�DVVXPHG�WR�EH�GLUHFWO\�OLQNHG�WR�DEVROXWH�VL]H��:DWWV�DQG�=LPPHUPDQ�FRQFOXGH�WKDW�JRYHUQPHQW�LQWHUYHQWLRQ�ZLOO�EH�JUHDWHU�IRU�ODUJHU�ILUPV��:DWWV�DQG�=LPPHUPDQ��������S������DOVR�UHIHU�WR�WKH�KHDULQJV�RI�D�86�&RQJUHVV��6HQDWH��6XEFRPPLWWHH�RQ�$QWLWUXVW�DQG�0RQRSRO\� LQWR� WKH�86�SHWUROHXP�LQGXVWU\�ZKHUH�DEVROXWH DQG�QRW� UHODWLYH�SURILWV� ZHUH� DUJXHG� DV� EHLQJ� WKH� UHOHYDQW� YDULDEOH� IRU� H[SODLQLQJ� SROLWLFDO� DFWLRQ� DJDLQVW�FRUSRUDWLRQV�� :DWWV� DQG� =LPPHUPDQ� TXRWH� 3URIHVVRU� 0HQNH¶V� RI� 7XIWV� 8QLYHUVLW\�VXEPLVVLRQ�WR�WKH�6XEFRPPLWWHH�RQ�$QWLWUXVW�DQG�0RQRSRO\��������S�������«�SUHFLVHO\� EHFDXVH� WKH� DFWLRQV� RI� ODUJH� ILUPV� DUH� VR� YLVLEOH�� WKH�$PHULFDQ�SXEOLF�KDV�DOZD\V�HTXDWHG�DEVROXWH�VL]H�ZLWK�PRQRSRO\�SRZHU��7KH�PDMRU�RLO�FRPSDQLHV� DUH� DPRQJ� WKH� YHU\� ODUJHVW� DQG� PRVW� YLVLEOH� FRPSDQLHV� GRLQJ�EXVLQHVV� LQ� WKH� 8QLWHG� 6WDWHV�� +XJH� DFFRXQWLQJ� SURILWV�� EXW� QRW� KLJK� SURILW�UDWHV��DUH�DQ�LQHYLWDEOH�FRUROODU\�RI�ODUJH�DEVROXWH�ILUP�VL]H��7KLV�PDNHV�WKHVH�FRPSDQLHV�REYLRXV�WDUJHWV�IRU�SXEOLF�FULWLFLVP�7KH� UHVXOWV� RI� WKH� :DWWV� DQG� =LPPHUPDQ� ������� VWXG\� SURYLGHG� SDUWLDO� VXSSRUW� IRU� WKHLU�K\SRWKHVHV�� ,Q� WKH� FDVH� RI� ODUJHU� ILUPV� OREE\LQJ� IRU� D�PHWKRG�RI�*3/$�ZKLFK�ZRXOG�KDYH�KDG� WKH� HIIHFW� RI� UHGXFLQJ� WKH� OHYHO� RI� UHSRUWHG� HDUQLQJV��VL]H �UDQN�RI�DVVHWV��ZDV� WKH RQO\�VLJQLILFDQW�YDULDEOH����7KXV��SHUFHLYHG�SROLWLFDO�FRVWV��XVLQJ�WKH�SUR[\�RI�VL]H��DSSHDUHG�WR�EH�SRVLWLYHO\�DVVRFLDWHG�ZLWK�OREE\LQJ�EHKDYLRXU�GLUHFWHG�DW�DQ�DFFRXQWLQJ�FKRLFH�ZKLFK�ZRXOG�KDYH� GHFUHDVHG� UHSRUWHG� LQFRPH�� +RZHYHU�� :DWWV� DQG� =LPPHUPDQ� ZHUH� QRW� DEOH� WR�GLVWLQJXLVK� WKH� SROLWLFDO� EHQHILWV� IURP� WKH� WD[� EHQHILWV� DQG� WKXV� LW� LV� QRW� FOHDU�ZKHWKHU� WKH�PDMRU�EHQHILWV�IURP�UHSRUWLQJ�ORZHU�HDUQLQJV�DUH�GHULYHG�IURP�SROLWLFDO�RU�WD[�FRQVLGHUDWLRQV��RQO\� WKDW� ³«� ERWK� WD[� DQG� SROLWLFDO� FRVWV� DIIHFW� PDQDJHPHQW¶V� DWWLWXGHV´� ������� S�������0RUHRYHU�� WKHUH� ZHUH� D� QXPEHU� RI� ODUJH�� ZHOO�NQRZQ� 86� FRPSDQLHV� ZKLFK� GLG�QRW PDNH�VXEPLVVLRQV�WR� WKH�)$6%�LQ�UHODWLRQ�WR�*3/$��QRWDEO\�,%0��*HQHUDO�7HOHSKRQH��0RELO�2LO�DQG�86�6WHHO��:DWWV�DQG�=LPPHUPDQ�������S�������8QDEOH�WR�H[SODLQ�VRPH�RI�WKHVH�QRWDEOH�QRQ�VXEPLVVLRQV��SDUWLFXODUO\� ,%0�ZKLFK�ZRXOG�KDYH�UHFRJQLVHG�D�PDWHULDO� UHGXFWLRQ� LQ� LWV�HDUQLQJV�ZLWK�WKH�DGRSWLRQ�RI�*3/$��:DWWV�DQG�=LPPHUPDQ�QRWH��³:KLOH�ZH�FDQ�RQO\�H[SHFW�D� SRVLWLYH� WKHRU\� WR� KROG� RQ� DYHUDJH�� WKH� IDLOXUH� RI� ,%0� WR� VXEPLW� LV� SX]]OLQJ´� �S������HPSKDVLV�DGGHG���)ROORZLQJ�:DWWV�DQG�=LPPHUPDQ���������������WKH�µHIILFLHQW�FRQWUDFWLQJ¶�PRGHO� KDV� EHHQ� VXEMHFWHG� WR� D� QXPEHU� RI� HPSLULFDO� WHVWV� LQ� D� YDULHW\� RI� VHWWLQJV� �VHH�� IRU�H[DPSOH��+DJHUPDQ�DQG�=PLMHZVNL��������=PLMHZVNL�DQG�+DJHUPDQ��������VHH�+ROWKDXVHQ�DQG�/HIWZLFK�������� IRU�DQ�HDUO\�UHYLHZ�RI� WKH�OLWHUDWXUH�DQG�:DWWV�DQG�=LPPHUPDQ�������������DQG�������IRU�ODWHU�ZRUN���7KHVH�VWXGLHV�KDYH�SURYLGHG�D�ERG\�RI�HYLGHQFH�LQ�VXSSRUW�RI�WKH�µVL]H�K\SRWKHVLV¶�LQ�WKH�FRQWH[W�RI�ILUPV�ZKR�VHHN�DVVLVWDQFH�IURP��RU�EHFRPH�WKH�VXEMHFW�RI�HQTXLU\�E\��UHJXODWRU\�DXWKRULWLHV��-RQHV�HW�DO���������&DKDQ��������:DWWV�DQG�=LPPHUPDQ��������� $OWKRXJK� WKH� UHVXOWV� DSSHDU� WR� KROG� WUXH� RQO\� IRU� WKH� ODUJHVW� ILUPV� �=PLMHZVNL�DQG�+DJHUPDQ���������PHDVXUHV�RI�VHQVLWLYLW\�WR�SROLWLFDO�JRYHUQPHQW�VDQFWLRQHG�LQWUXVLRQ�RWKHU�WKDQ� ILUP� VL]H� KDYH� SURYLGHG� IXUWKHU� VXSSRUW� IRU� WKH� SROLWLFDO� FRVWV� K\SRWKHVLV�� LQFOXGLQJ�SURILWDELOLW\� DQG� LQGXVWU\� DIILOLDWLRQ� �VHH�� IRU� H[DPSOH�� &DKDQ�� ������ &DKDQ� HW� DO��� ������6XWWRQ��������:RQJ����������
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7KH� IRUHJRLQJ� DQDO\VLV� KDV� IRFXVHG� RQ� KRZ� WKH� SROLWLFDO� FRVWV� DVVRFLDWHG� ZLWK� DFFRXQWLQJ�SROLF\�FKRLFH�PD\�LQIOXHQFH�PDQDJHULDO�EHKDYLRXU�LQ�WKH�DFFRXQWLQJ�VWDQGDUG�VHWWLQJ�SURFHVV��3RVLWLYH�DFFRXQWLQJ�UHVHDUFKHUV�KDYH�DOVR�H[SORUHG�WKH�LQIOXHQFH�RI�WKH�FDSLWDO�VWUXFWXUH�RI�D�ILUP�RQ�WKH�PDQDJHPHQW¶V�FKRLFH�RI�DFFRXQWLQJ�SROLF\�LQ�WKH�FRQWH[W�RI�GHEW�FRYHQDQWV�WKDW�XVH� DFFRXQWLQJ� QXPEHUV� WR� UHGXFH� G\VIXQFWLRQDO� EHKDYLRXU�� 7KH� VR�FDOOHG� µGHEW�HTXLW\�K\SRWKHVLV¶� SUHGLFWV� WKDW� WKH� KLJKHU� WKH� ILUP¶V� GHEW�HTXLW\� UDWLR�� WKH� PRUH� OLNHO\� LW� LV� WKDW�PDQDJHUV�ZLOO�XVH�DFFRXQWLQJ�PHWKRGV�ZKLFK�LQFUHDVH UHSRUWHG�HDUQLQJV�DV�WKLV�FDQ�HDVH�WKH�UHVWULFWLRQV�LPSRVHG�E\�ERQGLQJ�DQG�PRQLWRULQJ�DUUDQJHPHQWV�XQGHU�WKH�µQH[XV�RI FRQWUDFWV¶�EHWZHHQ�VKDUHKROGHUV��ERQGKROGHUV�DQG�PDQDJHUV��DQG�WKXV�OHVVHQ�WKH�OLNHOLKRRG�RI�PDQDJHUV�LQFXUULQJ� GHEW� UHQHJRWLDWLRQ� RU� GHIDXOW� FRVWV� �:DWWV� DQG� =LPPHUPDQ�� ������� :DWWV� DQG�=LPPHUPDQ� UHIHU� WR� WKH� H[� DQWH UHVWULFWLRQV� RQ� DFFRXQWLQJ� FKRLFH� XQGHU� WKH� QH[XV� RI�FRQWUDFWV�DV�EHLQJ�PRWLYDWHG�E\�HIILFLHQF\��ZKHUHDV�DFFRXQWLQJ�FKRLFH�LQ�H[�SRVW VLWXDWLRQV�LV�VDLG� WR� EH� PRWLYDWHG� E\� PDQDJHULDO� RSSRUWXQLVP�� ,Q� WKLV� SDUWLFXODU� H[� SRVW VLWXDWLRQ��PDQDJHPHQW¶V�PDQLSXODWLRQ�RI�DFFRXQWLQJ�SURILW� LV�VDLG� WR�EH�PRWLYDWHG�E\�D�GHVLUH� WR�HDVH�WKH�UHVWULFWLRQV�RQ�ZHDOWK�WUDQVIHUV�EHWZHHQ�ERQGKROGHUV�DQG�WKH�ILUP�E\�FKRRVLQJ�DFFRXQWLQJ�SROLFLHV� WKDW� LQIODWH UHSRUWHG� LQFRPH�� 7KH� (0+� LPSOLHV� WKDW� DQ\� LQFUHDVHV� LQ� DFFRXQWLQJ�SURILW�ZKLFK�DULVHV�DV�D�UHVXOW�RI�FKDQJHV�LQ�DFFRXQWLQJ�SURFHGXUHV�UDWKHU�WKDQ�DQ\�XQGHUO\LQJ�FKDQJH�LQ�FDVK�IORZV�ZLOO�QRW�DIIHFW�WKH�YDOXH�RI�WKH�ILUP�RU�WKH�OHYHO�RI�HFRQRPLF�ULVN��XQOHVVRI�FRXUVH�VXFK�DFFRXQWLQJ�FKDQJHV�LQIOXHQFH�WKH�SHUFHSWLRQV RI�ERQGKROGHUV�DQG�VKDUHKROGHUV��VHH��IRU�H[DPSOH��*RUH�HW�DO����������,Q�WKH�FDVH�RI�WKH�ODWWHU��LI�PDQDJHPHQW�LV�FRJQLVDQW�RI�WKH� LQIOXHQFH� RI� DFFRXQWLQJ� FKDQJHV� RQ� WKH� SHUFHSWLRQV� RI� WKH� RXWVLGH� VKDUHKROGHUV� DQG�ERQGKROGHUV� WKHQ� WKHUH� LV� DQ� DGGHG� LQFHQWLYH� WR� PDQDJH� DFFRXQWLQJ� SURILW� XSZDUGV� IRU�FRPSDQLHV�ZLWK�KLJK�JHDULQJ� UDWLRV��(DUO\� VWXGLHV� WHQGHG� WR�XVH� WKH�GHEW�HTXLW\� UDWLR�DV� WKH�SUR[\� YDULDEOH� IRU� FORVHQHVV� WR� WKH� FRYHQDQW� FRQVWUDLQW�� +RZHYHU�� RWKHU� VWXGLHV� XVHG�PRUH�GLUHFW�WHVWV�VXFK�DV�WKH�WLJKWQHVV�RI�WKH�GLYLGHQG�FRQVWUDLQW�DV�VSHFLILHG�LQ�WKH�GHEW�FRYHQDQW��7KHVH�VWXGLHV�KDYH�WHQGHG�WR�XVH�WKH�UDWLR�RI�GLYLGHQGV�WR�µXQUHVWULFWHG�UHWDLQHG�HDUQLQJV¶�DV�WKH�SUR[\�YDULDEOH�IRU�WKH�GLYLGHQG�FRQVWUDLQW��VHH��IRU�H[DPSOH��%RZHQ�HW�DO����������7KH�DJHQF\�FRVWV�PRGHO�RI�DFFRXQWLQJ�FKRLFH�UHIHUUHG WR�DERYH�LV�VDLG�WR�KDYH�³«�XQFRYHUHG�V\VWHPDWLF�HPSLULFDO� UHJXODULWLHV� LQ�DFFRXQWLQJ�«´� �:DWWV�DQG�=LPPHUPDQ�������S������ LQ�WHUPV� RI� DQ� DVVRFLDWLRQ� EHWZHHQ� ILUPV¶� DFFRXQWLQJ� FKRLFH� DQG� RWKHU� ILUP�YDULDEOHV� VXFK� DV�VL]H�� LQGXVWU\�DIILOLDWLRQ��SURILWDELOLW\�DQG� OHYHUDJH��1HYHUWKHOHVV�� VRPH� UHVHDUFKHUV� �VHH�� IRU�H[DPSOH��%DOO� DQG�)RVWHU��������+ROWKDXVHQ�DQG�/HIWZLFK��������0F.HH�HW�DO���������KDYH�EHHQ�FULWLFDO�RI�WKH�UHVHDUFK�PHWKRGV�XVHG�DQG�WKH�LQIHUHQFHV�GUDZQ��:DWWV�DQG�=LPPHUPDQ¶V�������� UHSO\� LV� SDUWO\� RQH� RI� FODULILFDWLRQ�� WKH� VXJJHVWLRQ� EHLQJ� WKHLU� FULWLFV� KDYH�PLVXQGHUVWRRG�WKHP��DQG�SDUWO\�RQH�RI�UHIXWDWLRQ��³7KH�PHWKRGRORJ\�ZH�DQG�WKH�VXEVHTXHQW�OLWHUDWXUH� XVH� LV� WKH� PHWKRGRORJ\� RI� HFRQRPLFV�� ILQDQFH�� DQG� VFLHQFH� JHQHUDOO\�� 7KLV�PHWKRGRORJ\�KDV�EHHQ�VXFFHVVIXO�LQ�DFFRXQWLQJ�DQG�ZH�IHHO�QR�QHFHVVLW\�WR�DSRORJL]H�IRU�LW´��S�������:DWWV�DQG�=LPPHUPDQ¶V��������RYHUDOO�UHVSRQVH�WR�WKHLU�PDQ\�FULWLFV��VHH�IRRWQRWH���� KDV� EHHQ� WR� XUJH� RWKHU� UHVHDUFKHUV� WR� IRFXV� WKHLU� HIIRUWV� RQ� LPSURYLQJ� WKH� LQWHUQDO� DQG�H[WHUQDO� YDOLGLW\� RI� WKH� JHQHUDO� UDWLRQDOH�� UDWKHU� WKDQ� WR� UHMHFW� WKH� UHVHDUFK� DSSURDFK�DOWRJHWKHU�� ,Q� VXPPDU\�� WKH�5RFKHVWHU� 6FKRRO¶V µSRVLWLYH¶� DFFRXQWLQJ� UHVHDUFK� SURJUDPPH�KDV��XVLQJ�-HQVHQ�DQG�0HFNOLQJ¶V� �������PRGHO�RI�DJHQF\�FRVWV�DQG� WKH�JHQHUDO�UDWLRQDO�RI�WKH�µHFRQRPLF�FRQVHTXHQFHV¶�RI�DFFRXQWLQJ�FKRLFH��JHQHUDWHG�D�ERG\�RI�UHVHDUFK�ZKLFK�OHQGV�VXSSRUW�WR�WKH�K\SRWKHVHV�WKDW�PDQDJHUV�ZLOO�HPSOR\�DFFRXQWLQJ�WHFKQLTXHV�DQG�VWUDWHJLHV�WR��&RUPLHU�DQG�0DJQDQ����������L��PLQLPL]H�SROLWLFDO�FRVWV���LL��PLQLPL]H�WKH�ILUP¶V�ILQDQFLQJ�
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FRVWV� L�H�� WKH� FRVWV� RI� GHEW� DQG� HTXLW\� FDSLWDO�� DQG�� �LLL�� PD[LPL]H� WKHLU� RZQ� VHOI�LQWHUHVW��$OWKRXJK�WKHVH�K\SRWKHVHV�KDYH�PRVWO\�EHHQ�H[SORUHG�LQ�WKH�FRQWH[W�RI�ILQDQFLDO�DFFRXQWLQJ�DQG� UHSRUWLQJ�� WKH\� KDYH� DOVR� EHHQ� XVHG WR� SUHGLFW� DQG� H[SODLQ� RWKHU� DUHDV� RI� FRUSRUDWH�UHSRUWLQJ��VXFK�DV�WKH�GLVFORVXUH�RI�VRFLDO�DQG�HQYLURQPHQWDO�LQIRUPDWLRQ��$V�DUJXHG�E\�1HVV�DQG�0LU]D��������S�������«�� WKH� H[LVWHQFH� RI� DOWHUQDWLYH� DSSURDFKHV� >WR� &65� GRHV@� QRW� GLPLQLVK� WKH�YDOLGLW\� RI� WKH� DSSOLFDWLRQ� RI� SRVLWLYH� DFFRXQWLQJ� WKHRU\� WR� VRFLDO� UHSRUWLQJ��7KH�UDWLRQDOH�RI�SRVLWLYH�DFFRXQWLQJ�WKHRU\�GRHV�KDYH�D�EHDULQJ�RQ�H[SODLQLQJ�VRFLDO� GLVFORVXUH�� $V� SRVLWLYH� DFFRXQWLQJ� UHVHDUFK� KDV� EHHQ� IRXQG� WR� EH�DSSOLFDEOH�WR�WKLV�DUHD��PRUH�RI�WKLV�UHVHDUFK�FRXOG�EH�XVHG�WR�H[DPLQH�VRFLDO�GLVFORVXUH�LQ�DQQXDO�UHSRUWV�7KH�DSSOLFDWLRQ�RI�3$7�WR�&('�LV�H[SORUHG�LQ�WKH�QH[W�VHFWLRQ�IRU�WKH�SXUSRVHV�RI�DUULYLQJ�DW�D�VHW�RI�WHVWDEOH�K\SRWKHVLV�XQGHU�($7�
��� 'HYHORSPHQW�DQG�VWDWHPHQW�RI�K\SRWKHVHV)ROORZLQJ� :DWWV� DQG� =LPPHUPDQ� ������� ������� PRGHOV� RI� DJHQF\� FRVWV� WKHRU\� ZKHQ�HPSOR\HG� LQ� WKH� VSHFLILF� FRQWH[W� RI� &65� WR� GHYHORS� µSRVLWLYH¶� PRGHOV� RI� WKH� GHFLVLRQ� WR�GLVFORVH�VRFLDO�DQG�HQYLURQPHQWDO�LQIRUPDWLRQ�KDYH�JHQHUDOO\�EHHQ�EDVHG�RQ�RQH�RU�PRUH�RI�WKH�IROORZLQJ K\SRWKHVHV�x WKH�µSROLWLFDO�YLVLELOLW\¶��RU�µVL]H¶��K\SRWKHVLV�x WKH�µLQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\¶�K\SRWKHVLV��DQG�x WKH�µGHEW�HTXLW\¶�K\SRWKHVLV�7KHVH� WKUHH� K\SRWKHVHV� DUH� H[SORUHG� EHORZ� IRU� WKH� SXUSRVH� RI� DUULYLQJ� DW� D� VHW� RI� WHVWDEOH�K\SRWKHVHV� ZLWK� ZKLFK� WR� SUHGLFW� DQG� H[SODLQ� YDULDWLRQV� LQ� WKH� YROXPH� RI� &('� EHWZHHQ�FRPSDQLHV�� ,Q� HDFK� FDVH�� WKH� EHKDYLRXU� RI� PDQDJHUV� LV� SUHGLFDWHG� RQ� D� QXPEHU� RI� NH\�DVVXPSWLRQV� HPEHGGHG� LQ� WKH�5RFKHVWHU� 6FKRRO� EUDQG� RI� DJHQF\� WKHRU\�� QDPHO\� WKDW�� �L��PDQDJHUV� EHDU� DOO� WKH� DJHQF\� FRVWV� RI� GHEW� DQG� HTXLW\�� �LL��DOO LQGLYLGXDOV� DFW� LQ� WKHLU� RZQ�VHOI�LQWHUHVW�� ,Q� DGGLWLRQ�� PDQDJHPHQW� LV� DVVXPHG� QRW� WR� YROXQWDULO\� VXSSO\� DFFRXQWLQJ� RU�RWKHU�LQIRUPDWLRQ�XQOHVV��L��LW�LV�UHOHYDQW��GLUHFWO\�RU�LQGLUHFWO\��WR�GHWHUPLQLQJ�WKH YDOXH�RI�D�FRPSDQ\¶V�VHFXULWLHV���LL��WKH�PDQDJHU�FDQ�PDLQWDLQ�H[FOXVLYH�DFFHVV�WR�WKDW�LQIRUPDWLRQ�XQWLO�LW� LV� SXEOLVKHG�� L�H�� WKH� RXWVLGH� VKDUHKROGHUV� FDQQRW� REWDLQ� WKH� LQIRUPDWLRQ� IURP� DQRWKHU�VRXUFH�DQG� WKHUH� LV�QR�DOWHUQDWLYH�RU�VXEVWLWXWH�DQG��LLL��WKH�HFRQRPLF�EHQHILWV�RI�GLVFORVXUH�H[FHHG�WKH�FRVWV��)XUWKHUPRUH��JLYHQ�WKDW�&('�LV�EHLQJ�GLVFXVVHG�KHUH�LQ�DQ�H[�SRVW FRQWH[W��L�H�� DIWHU QHJRWLDWLQJ� WKH� QH[XV� RI� FRQWUDFWV� EHWZHHQ� WKH� FRQWUDFWLQJ� SDUWLHV��� µDFFRXQWLQJ�FKRLFH¶� LV�DVVXPHG� WR�EH�PRWLYDWHG�E\�RSSRUWXQLVP �L�H�� VHOI�LQWHUHVW�� UDWKHU� WKDQ�HFRQRPLF�HIILFLHQF\� �:DWWV� DQG� =LPPHUPDQ�� ������� $FFRXQWLQJ� FKRLFH� LQ� WKLV� FRQWH[W� FRQFHUQV�SULQFLSDOO\� WKH� H[HFXWLYH� PDQDJHPHQW¶V� GHFLVLRQV� RYHU� ZKDW�� ZKHUH� DQG� ZKHQ� WR� GLVFORVH�LQIRUPDWLRQ��'HFLVLRQV�FRQFHUQLQJ�WKH�VHOHFWLRQ�DQG�LQWURGXFWLRQ�RI�FRUSRUDWH�HQYLURQPHQWDO�SROLFLHV�� SUDFWLFHV� DQG� SURJUDPPHV� DQG� WKH� LQIRUPDWLRQ� FRVWV� LQFXUUHG� LQ� WKH� UHFRUGLQJ��DQDO\VLQJ� DQG� UHSRUWLQJ� RI� VXFK� SURJUDPPHV� PD\� EH� UHOHYDQW� WR� WKLV� FKRLFH�� $EERWW� DQG�0RQVRQ� �������� IRU� H[DPSOH�� DUJXH� WKDW� D� VLJQLILFDQW� RXWOD\� RI� UHVRXUFHV� RQ� &65HVS�SURJUDPPHV�LV�GRQH�QRW�IRU�DQ\�DOWUXLVWLF�UHDVRQV��EXW�WR�FUHDWH�DQ�LPSUHVVLRQ�RI�VHQVLWLYLW\�WR�LPSRUWDQW� QRQ�PDUNHW� LQIOXHQFHV� WKDW� DUH� SHUFHLYHG� WR� EH� LQ� WKH� VKDUHKROGHUV¶� ORQJ�WHUP�
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LQWHUHVWV�� :KLOVW� VXFK� SURJUDPPHV� DUH� QRW� VHSDUDWHO\� LGHQWLILHG� LQ� WKH� SUHVHQW� VWXG\�� WKH�SULPDU\�DUJXPHQWV�HPSOR\HG�LQ�WKH�FRQWH[W�RI�DJHQF\�WKHRU\�DUH�WKH�VDPH��QDPHO\�WKDW�&('�LV� VHHQ� DV� DQ� HFRQRPLF JRRG� WKH� XVH� RI� ZKLFK� LV� SUHGLFDWHG� RQ� QHR�FODVVLFDO� HFRQRPLFDVVXPSWLRQV� LQ� UHODWLRQ� WR� WKH� QDWXUH� RI� WKH� ILUP�� WKH� QDWXUH� DQG� VWUXFWXUH� RI�PDUNHWV� DQG�µUDWLRQDO¶�KXPDQ�EHKDYLRXU��L� 7KH�µSROLWLFDO�YLVLELOLW\¶�K\SRWKHVLV7KH�SROLWLFDO�YLVLELOLW\�K\SRWKHVLV�LV�EDVHG�RQ�:DWWV�DQG�=LPPHUPDQ¶V��������S������DQDO\VLV�RI� SROLWLFDO� FRVWV� �VHH� 6HFWLRQ� ���� DERYH�� LQ� WKH� FRQWH[W� RI�ZHDOWK� WUDQVIHUV� DQG� DVVRFLDWHG�FRVWV�ZKLFK�DULVH�IURP�XQZDQWHG�LQWHUYHQWLRQ�E\�WKH�SROLWLFDO�VHFWRU�DFWLQJ�LQ�WKH�JXLVH�RI�WKH�µSXEOLF� LQWHUHVW¶��(QVXLQJ�ZHDOWK� WUDQVIHUV� IURP�SROLWLFDO� LQWHUIHUHQFH�DUH�DVVXPHG� WR� UHGXFH�IXWXUH� FDVK� IORZV� WR� WKH�RXWVLGH� VKDUHKROGHUV�ZLWK��FHWHULV�SDULEXV�� D� FRQVHTXHQW� IDOO� LQ� WKH�ILUP¶V�VKDUH�SULFH��,Q�WKH�DEVHQFH�RI�DQ\�DFWLRQ�RQ�WKH�SDUW�RI�PDQDJHPHQW��LW�LV�SUHVXPHG��L��WKDW� RXWVLGH� VKDUHKROGHUV�ZLOO� VHHN� FRPSHQVDWLRQ� IRU� VXFK�ZHDOWK� WUDQVIHUV�E\� UHQHJRWLDWLQJ�WKH�PDQDJHPHQW�FRPSHQVDWLRQ�SODQV�DQG��LL��WKDW�PDQDJHPHQW¶V�SHFXQLDU\�LQWHUHVWV�LQ�WHUPV�RI� WKHLU� RZQ� SHUVRQDO� VKDUHKROGLQJV� DQG� RSWLRQV� LQ� WKH� ILUP� ZLOO� EH� DGYHUVHO\� DIIHFWHG��)HOWRQ���������6LQFH�PDQDJHPHQW¶V�XWLOLW\� IXQFWLRQ� LV�DVVXPHG� WR�EH�D�SRVLWLYH� IXQFWLRQ�RI�WKH�H[SHFWHG�FRPSHQVDWLRQ� LQ� IXWXUH�SHULRGV��PDQDJHPHQW�ZRXOG��FHWHULV�SDULEXV��EH�ZRUVH�RII� DV� D� UHVXOW� �:DWWV� DQG�=LPPHUPDQ���������7KH� ILUP¶V�PDQDJHPHQW� LV� VDLG� WR� HPSOR\�D�QXPEHU�RI�GHYLFHV�WR FRXQWHU�SROLWLFDO�LQWUXVLRQV�DQG�WKXV�PLQLPL]H�SROLWLFDO�FRVWV��LQFOXGLQJ�&65� �$EERWW� DQG� 0RQVRQ�� ������ %HONDRXL� DQG� .DUSLN�� ������ (LOEHUW� DQG� 3DUNHW�� ������)UHHPDQ��������1HVV�DQG�0LU]D��������:DWWV�DQG�=LPPHUPDQ��������7URWPDQ�DQG�%UDGOH\��������� $OWKRXJK� FDVK� RXWIORZV� DUH� LQFXUUHG� LQ� XQGHUWDNLQJ� VXFK� GLVFORVXUH�� SURYLGHG� VXFK�FRVWV� DUH� QRW� H[FHVVLYH�� WKH� HFRQRPLF� EHQHILWV�� LQ� WHUPV� RI� UHGXFHG� ULVNV� IURP� SROLWLFDO�LQWHUIHUHQFH��DUH�SUHVXPHG�WR�MXVWLI\�WKH�FRVWV�DQG�WKXV�RXWVLGH�VKDUHKROGHUV�DUH�SUHVXPHG�WR�DSSURYH�RI�PDQDJHUV�LQFXUULQJ�WKHVH�FRVWV��*LYHQ�WKDW�PDQDJHPHQW�FDQ�PDLQWDLQ�FRQWURO�RYHU�GLVFORVXUH� FDPSDLJQV� XQWLO� WKH\� DUH� SXEOLVKHG��PDQDJHUV�ZLOO� EH� UHZDUGHG� IRU� VXSSO\LQJ� LW��:DWWV�� �������+HQFH�� XQGHU� WKH� HFRQRPLF� FRQVHTXHQFHV� DUJXPHQW�� D� FOHDU�PRWLYDWLRQ�PD\�H[LVW� IRU� PDQDJHUV�� DFWLQJ� LQ� WKHLU� RZQ� VHOI�LQWHUHVW�� WR� YROXQWDULO\ GLVFORVH� VRFLDO� DQG�HQYLURQPHQWDO�LQIRUPDWLRQ�$V�QRWHG�LQ�WKH�SUHYLRXV�VHFWLRQ��:DWWV�DQG�=LPPHUPDQ��������DUJXH�WKDW�WKH�PDJQLWXGH�RI�SROLWLFDO� FRVWV� LV� KLJKO\� GHSHQGHQW RQ� VL]H�� /DUJH� FRUSRUDWLRQV�� UHSUHVHQWLQJ� ODUJH� SRROV� RI�ZHDOWK��DUH�VHHQ�DV� WDUJHWV� WR�FHUWDLQ�JURXSV�LQ�VRFLHW\�LQFOXGLQJ�SXEOLF�SUHVVXUH�JURXSV�DQG�UHJXODWRU\�DXWKRULWLHV��6XFK�FRUSRUDWLRQV�DUH�DVVXPHG�WR�EH�KLJKO\�YLVLEOH�SROLWLFDOO\�DQG�WKXV�YXOQHUDEOH� WR� SROLWLFDO� FRVWV�� 7KH� OLNHOLKRRG� RI� JRYHUQPHQW� LQWHUIHUHQFH� LQ� WKLV� FRQWH[W�GHSHQGV� RQ� D� QXPEHU� RI� IDFWRUV�� LQFOXGLQJ� WKH� PHWULF� XVHG� E\� WKH� FRXUWV�� OHJLVODWRUV� DQG�UHJXODWRUV��:DWWV�DQG�=LPPHUPDQ��������S������FLWH�DEVROXWH�VL]H�DV�LPSRUWDQW�LQ�H[SODLQLQJ�JRYHUQPHQW�UHJXODWLRQ��QRWLQJ�DOVR�WKDW�PDUNHW�VKDUH��FRQFHQWUDWLRQ�DQG�VL]H�ZHUH�FRPPRQO\�XVHG� LQ� WKH� 86� DW� WKDW� WLPH�� (LOEHUW� DQG� 3DUNHW� �������� IRU� H[DPSOH�� VXJJHVW� WKDW� µJLDQW¶�FRUSRUDWLRQV� SHUFHLYH� WKHPVHOYHV� DV�YLVLEOH� WDUJHWV�ZKLFK�� EHFDXVH�RI WKH�GRPLQDQFH�� OHDGV�WKHP� WR�PDNH�YLVLEOH� HIIRUWV� WR� HVWDEOLVK� WKHLU� VRFLDO� UHVSRQVLELOLW\� FUHGHQWLDOV�� ,Q� D�JHQHUDO�YROXQWDU\� UHSRUWLQJ� FRQWH[W�� &DPIIHUPDQ� ������� QRWHV� WKDW� XQGHU� DJHQF\� WKHRU\� ODUJHU�FRPSDQLHV� DUH� SHUFHLYHG� DV� IDFLQJ� KLJKHU� DJHQF\� FRVWV ZKLFK� PD\� MXVWLI\� PDQDJHPHQW�LQFXUULQJ� KLJKHU� GLVFUHWLRQDU\� GLVFORVXUH� FRVWV�� 5HVHDUFKHUV� KDYH� XVHG� YDULRXV� SUR[LHV� IRU�VL]H� XQGHU� WKH� SROLWLFDO� FRVWV� K\SRWKHVLV� �VHH�� IRU� H[DPSOH�� %HONDRXL� DQG� .DUSLN�� ������



(FRQRPLF�DJHQF\�WKHRU\

���

.LPEHUO\�� ������.OXPSHV�� ������/LP� DQG�0F.LQQRQ�� ������1HZERXOG� DQG�:LOVRQ�� ������3DWWHQ��������������������5REHUWV��5���������7URWPDQ�DQG�%UDGOH\���������LQFOXGLQJ���L��WRWDO�DVVHWV�� �LL�� WRWDO� DJJUHJDWH�PDUNHW� YDOXH� RI� D� FRPSDQ\¶V� OLVWHG� HTXLW\� VHFXULWLHV� �L�H��PDUNHW�FDSLWDOLVDWLRQ��� �LLL�� QXPEHU� RI HPSOR\HHV�� �LY�� WRWDO� FDSLWDO� HPSOR\HG� �VKDUHKROGHUV¶� IXQGV�SOXV� ORQJ� WHUP�GHEW��� �Y��FDSLWDO� LQWHQVLW\� �H�J�� WKH� UDWLR�RI�JURVV� IL[HG�DVVHWV� WR�VDOHV���DQG���YL��SURILWV��L�H��SURILW�EHIRUH�LQWHUHVW�DQG�WD[��3%,7����,Q�WKH�FDVH�RI�SURILWV��IRU�H[DPSOH��:DWWV�DQG�=LPPHUPDQ��������UHSRUW�WKDW�KXJH�DFFRXQWLQJ�SURILWV�� DV� DQ� LQGLFDWLRQ� RI� SRVVLEOH� PRQRSRO\� UHQWV�� DUH� DQ� LQHYLWDEOH� FRUROODU\� RI� ODUJH�DEVROXWH�ILUP�VL]H��*UD\�HW�DO� ��������EDVHG�RQ�D�UHYLHZ�RI�SULRU�&65�OLWHUDWXUH��DUJXH�WKDW��LI�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUH�FDQ�EH�WKRXJKW�RI�DV�EHLQJ�D�PDQLIHVWDWLRQ�RI�V\VWHPDWLF�EHKDYLRXU�E\�FRUSRUDWLRQV��WKHQ�WKDW�PDQLIHVWDWLRQ�PLJKW�EH�H[SHFWHG�WR�EH�UHODWHG��LQ�WXUQ��WR�VXUURJDWHV�RI�FRUSRUDWH�VL]H�DQG�SURILOH��(YLGHQFH�WKDW�&65�PD\�EH�LQIOXHQFHG�E\�VL]H�FDQ�EH�IRXQG� LQ� VHYHUDO� VWXGLHV� �VHH�� IRU� H[DPSOH��%HONDRXL� DQG�.DUSLN�� ������(LOEHUW� DQG�3DUNHW��������*UD\�HW�DO���������6SLFHU������D��E��F��������7URWPDQ�DQG�%UDGOH\���������7URWPDQ�DQG�%UDGOH\� ������� LQ� WKHLU� VWXG\� RI� WKH� VRFLDO� UHVSRQVLELOLW\�GLVFORVXUHV� RI� ���� RI�$XVWUDOLD¶V�ODUJHVW�OLVWHG�FRPSDQLHV�WHVWHG��LQWHU�DOLD��IRU�DVVRFLDWLRQ�EHWZHHQ�VL]H�DQG�WKH�H[WHQW�RI�VXFK�GLVFORVXUHV����7KHLU�ILQGLQJV�WKDW�WKH�H[WHQW�RI�VRFLDO�GLVFORVXUHV�LV�SRVLWLYHO\�DVVRFLDWHG�ZLWK�VL]H� �WRWDO�DVVHWV��DW� WKH������OHYHO�RI�VLJQLILFDQFH�SURYLGH�VXSSRUW�IRU� WKH�SROLWLFDO�YLVLELOLW\�K\SRWKHVLV�LQ�WKH�FRQWH[W�RI�&65��%DVHG�RQ�WKH�IRUHJRLQJ�DQDO\VLV��LW�LV�SUHGLFWHG�WKDW��XQGHU�WKH�SROLWLFDO�YLVLELOLW\�K\SRWKHVLV��WKHUH�ZLOO�EH�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�WKH�VL]H�RI�WKH�ILUP�DQG�WKH�YROXPH�RI�&('��)RXU�SUR[LHV�DUH�FKRVHQ�DV�VXUURJDWHV�IRU�WKH�VL]H�PHDVXUH��7RWDO�$VVHWV��3URILW��&DSLWDO�(PSOR\HG�DQG� 1XPEHU� RI� (PSOR\HHV�� 7KLV� FKRLFH� UHIOHFWV� WKH� FURVV�VHFWLRQDO� QDWXUH� RI� WKH� VDPSOH�FRPSDQLHV�LQFOXGHG�LQ�WKH�VWXG\��VHH�&KDSWHU�����QRWDEO\�WKH�LQFOXVLRQ�RI�EDQNV�DQG�LQVXUDQFH�FRPSDQLHV�ZKLFK�QHJDWHV�WKH�XVH�RI�WXUQRYHU�DV�D�SUR[\�IRU�VL]H����7KH�IRUPDO�K\SRWKHVLV�LV�VWDWHG�EHORZ�LQ�DOWHUQDWLYH�IRUP��WKH�QXOO�K\SRWKHVLV�EHLQJ�WKH�K\SRWKHVLV�RI�QR�GLIIHUHQFH�+�� 7KHUH LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�SROLWLFDO�YLVLELOLW\�DQG�WKH�YROXPH�RI�&('��LL� 7KH�µLQGXVWU\�VHQVLWLYLW\¶�K\SRWKHVLV7KH�µLQGXVWU\�VHQVLWLYLW\¶�K\SRWKHVLV�LV��VWULFWO\�VSHDNLQJ��D�YDULDWLRQ�RI�WKH�SROLWLFDO�YLVLELOLW\�K\SRWKHVLV� RXWOLQHG� DERYH��$FFRUGLQJ�� WR�:DWWV� DQG� =LPPHUPDQ� �������� FHUWDLQ� LQGXVWULHV�DUH�VHHQ�DV�EHLQJ�PRUH�YXOQHUDEOH�WKDQ�RWKHUV�LQ�UHODWLRQ�WR�WKH�OREE\LQJ�DFWLYLWLHV�RI�YRWHUV��L�H�� WKH� HOHFWRUDWH����� WKH� RLO� LQGXVWU\� EHLQJ� FLWHG� DV� RQH� VXFK� H[DPSOH� �S������� 6LPLODUO\��6SLFHU� �����D�� DUJXHV� WKDW� LQVWLWXWLRQDO� LQYHVWRUV�� DZDUH�RI� WKH� LQFUHDVHG� HFRQRPLF� ULVNV� WR�WKHLU� LQYHVWPHQWV� LQ� FRPSDQLHV� SURQH� WR� HQYLURQPHQWDO� SUREOHPV�� H[SHFW� PDQDJHPHQW� WR�LQWURGXFH�� VXEMHFW� WR� FRVW�EHQHILW� FRQVLGHUDWLRQV�� HIIHFWLYH� FRQWUROV� DQG� PDQDJHPHQW�SURFHGXUHV �H�J��SROOXWLRQ�FRQWUROV��DQG�WR�SURYLGH�DSSURSULDWH� LQIRUPDWLRQ�WR�VRFLHW\�ZKLFK�GHPRQVWUDWHV� D� FRQFHUQ� IRU� VRFLDO� LVVXHV�� 7KHUH� LV� DOVR� VRPH� HYLGHQFH� WKDW� WKH� SROLWLFDO�SURFHVV� LV� LQIOXHQFHG� E\� WKH� LQGXVWU\� FRQFHUQHG� �=LPPHUPDQ�� ������� 7KXV�� WKH� WKUHDW� RI�ZHDOWK�WUDQVIHUV�IURP�SROLWLFDO�LQWUXVLRQ�LV�QRW�XQLIRUP�DFURVV�DOO�LQGXVWULHV�RI�WKH�HFRQRP\��,Q� UHODWLRQ� WR� WKH�HQYLURQPHQW�DQG�SURGXFW� VDIHW\� LVVXHV�� IRU�H[DPSOH��FHUWDLQ� LQGXVWULHV�DUH�PRUH�DIIHFWHG�E\�JRYHUQPHQW�UHJXODWLRQV�WKDQ�RWKHUV��(SVWHLQ�HW�DO����������+RZ�PLJKW� WKLV�DIIHFW�WKH�EHKDYLRXU�RI�PDQDJHUV�LQ�D�&65�FRQWH[W"�$V�ZDV�GHVFULEHG�LQ�6HFWLRQV�����DQG�����DERYH��LQ�D�SULQFLSDO�DJHQW�UHODWLRQVKLS�WKH�SUHVHQFH�RI�DJHQF\�FRVWV�RI�HTXLW\��ZKLFK�ZRXOG�
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RWKHUZLVH� EH� ERUQH� E\� WKH�PDQDJHU��PRWLYDWH�PDQDJHUV� WR��H[�DQWH�� HQWHU� LQWR�ERQGLQJ� DQG�PRQLWRULQJ�DUUDQJHPHQWV�ZKLFK�UHGXFH�WKHVH�FRVWV�E\��LQWHU�DOLD�� OLQNLQJ�D�PDQDJHU¶V�XWLOLW\�WR� WKDW�RI� WKH�RXWVLGH� VKDUHKROGHUV� �-HQVHQ�DQG�0HFNOLQJ���������7KLV� LPSOLHV� WKDW��H[�SRVW��PDQDJHUV� ZLOO� DFW� LQ� ZD\V ZKLFK� DUH� FRQVLVWHQW� ZLWK� WKH� LQWHUHVWV� RI� RXWVLGH� VKDUHKROGHUV��&RUSRUDWH�DQQXDO�UHSRUWV�DUH�VHHQ�DV�SURYLGLQJ�DQ�RSSRUWXQLW\�IRU�PDQDJHUV�WR�EH�VHHQ�WR�EH�DFWLQJ� LQ� VXFK� D�PDQQHU�� VXFK� UHSRUWV� EHLQJ� D� SULPDU\�PHDQV� E\�ZKLFK�PDQDJHUV� SURYLGH�LQIRUPDWLRQ� WR� VKDUHKROGHUV� �-HQVHQ� DQG� 0HFNOLQJ�� ������ 1HVV� DQG� 0LU]D�� ������ :DWWV��������� $OWKRXJK� XQGHU� WKH� ERQGLQJ� DQG� PRQLWRULQJ� DUUDQJHPHQWV� D� PDQDJHU� FRQWUDFWV� WR�VXSSO\� VSHFLILF� DFFRXQWLQJ� DQG� RWKHU� LQIRUPDWLRQ� WR� WKH� RXWVLGH� VKDUHKROGHUV�� DFWLQJ� LQ� WKH�RXWVLGH� VKDUHKROGHUV¶� LQWHUHVWV� LPSOLHV� WKDW� PDQDJHUV� ZLOO� DOVR�� H[� SRVW�� SURYLGH� RWKHU�LQIRUPDWLRQ� LQ�FRPSDQ\�DQQXDO� UHSRUWV�ZKHQ� WKDW� LQIRUPDWLRQ�LV�SHUFHLYHG�RI�DV�UHOHYDQW� WR�VKDUHKROGHUV��L�H��WKDW�LW�KDV�µLQIRUPDWLRQ�FRQWHQW¶�7KH�TXHVWLRQ�WKHQ�DULVHV��ZKDW�HQYLURQPHQWDO�LQIRUPDWLRQ�DUH�VKDUHKROGHUV�OLNHO\�WR�FRQVLGHU�UHOHYDQW"� 5HFRJQLVLQJ� WKDW� WKH� µUHOHYDQW¶� VRFLDO� DQG� HQYLURQPHQWDO� LQIRUPDWLRQ� LV� OLNHO\� WR�YDU\� IURP� RQH� FRPSDQ\� WR� DQRWKHU�� RQH� RI� WKH� FRQWLQJHQF\� YDULDEOHV� LQ� WKLV� FRQWH[W� LV�DVVXPHG� WR� EH� WKH� LQGXVWU\� LQ� ZKLFK� WKH� FRPSDQ\� RSHUDWHV� �1HVV� DQG�0LU]D�� ������� 3ULRU�UHVHDUFK� VXJJHVWV� WKDW� VKDUHKROGHUV� DQG� RWKHU� XVHUV� RI� DQQXDO� UHSRUWV� DVVRFLDWH� D� SDUWLFXODU�LQGXVWU\�ZLWK� VSHFLILF� DUHDV� RI� VRFLDO� UHVSRQVLELOLW\�� UHIOHFWLQJ� WKH� QDWXUH� RI� WKDW� LQGXVWU\¶V�RSHUDWLRQV��VHH��IRU�H[DPSOH��&RZHQ�HW�DO���������'LHUNHV�DQG�3UHVWRQ��������1HVV�DQG�0LU]D���������$V�DQ�H[DPSOH��RLO�DQG�FKHPLFDO�FRPSDQLHV�DUH�JHQHUDOO\�SHUFHLYHG�E\�WKH�HOHFWRUDWH�DV� KDYLQJ� D� JUHDWHU� LPSDFW� RQ� WKH� QDWXUDO� HQYLURQPHQW� WKDQ�� VD\�� UHWDLO� RU� GLVWULEXWLRQ�FRPSDQLHV��VHH��IRU�H[DPSOH��3DWWHQ��������5RFNQHVV�HW�DO����������6LPLODUO\��1HVV�DQG�0LU]D��������DUJXH� WKDW� LW� LV�SODXVLEOH� WR�DVVXPH� WKDW�FRPSDQLHV�RSHUDWLQJ� LQ� WKH�RLO�VHFWRU�ZRXOG�HPSKDVL]H� HQYLURQPHQWDO� GLVFORVXUHV� LQ� WKHLU� DQQXDO� UHSRUWV� DV� SDUW� RI� WKH� µUHOHYDQW�LQIRUPDWLRQ¶�K\SRWKHVLV��DQG�WKDW�VXFK�GLVFORVXUHV�ZRXOG�KLJKOLJKW�IDYRXUDEOH�HQYLURQPHQWDO�SHUIRUPDQFH�UDWKHU�WKDQ�DFWLYLWLHV�ZKLFK�ZHUH�KDUPIXO�WR�WKH�HQYLURQPHQW� 8QGHU�:DWWV�DQG�=LPPHUPDQ¶V��������µSRVLWLYH¶�WKHRU\�RI�DFFRXQWLQJ��WKH�IRFXV�RI�DWWHQWLRQ�E\�WKH�PHGLD�DQG�WKH�HOHFWRUDWH�RQ�HQYLURQPHQWDO�LVVXHV�SURYLGHV�µH[FXVHV¶�IRU�WKH�SROLWLFDO�VHFWRU�WR�LQWHUYHQH�LQ�WKH�JXLVH�RI�DFWLQJ�LQ�WKH�SXEOLF�LQWHUHVW��2XWVLGH�VKDUHKROGHUV��DZDUH�RI�WKH�LQFUHDVHG�ULVN�RI� SROLWLFDO� LQWHUIHUHQFH�� DUH� DVVXPHG� QRW� WR� EH� QHXWUDO� WRZDUGV� PDQDJHPHQW¶V� GLVFORVXUH�VWUDWHJ\� EXW� UDWKHU�H[SHFW WKH� ODWWHU� WR� YROXQWDULO\� SURYLGH� LQIRUPDWLRQ� RYHU� DQG� DERYH� WKDW�UHTXLUHG� E\� ODZ� RU� FRQWUDFWXDOO\� DJUHHG� XQGHU� WKH� µQH[XV� RI� FRQWUDFWV¶�� 0DQDJHPHQW LV�DVVXPHG�WR�EH�DZDUH�RI�VXFK�H[SHFWDWLRQV�DQG��PRWLYDWHG�E\�WKHLU�RZQ�VHOI�LQWHUHVWV��SURYLGH�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUH��VXEMHFW�WR�FRVW�EHQHILW�FRQVLGHUDWLRQV��LQ�WKH�FRPSDQ\¶V�DQQXDO�UHSRUW��1HVV� DQG�0LU]D� �������HPSOR\HG� WKH�5RFKHVWHU�6FKRRO�EUDQG�RI�DJHQF\� WKHRU\ LQ�GHULYLQJ�WHVWDEOH� K\SRWKHVHV� WR� H[SODLQ� &65�� 6SHFLILFDOO\�� WKH\� VRXJKW� WR� DVFHUWDLQ� ZKHWKHU� D�VLJQLILFDQW� UHODWLRQVKLS� H[LVWHG� EHWZHHQ� WKH� RLO� VHFWRU� DQG� HQYLURQPHQW�UHODWHG� GLVFORVXUH�XVLQJ� WZR�K\SRWKHVHV�� �L�� D� JUHDWHU�SURSRUWLRQ�RI�FRPSDQLHV� LQ� WKH�RLO� VHFWRU� LQFOXGHG�VXFK�GLVFORVXUHV� UHODWLYH� WR� WKH� SURSRUWLRQ� RI� FRPSDQLHV� LQ� RWKHU� LQGXVWULHV�� DQG� �LL�� WKDW� RLO�FRPSDQLHV� LQFOXGHG� D� JUHDWHU� SURSRUWLRQ� RI� VXFK� GLVFORVXUHV� UHODWLYH� WR� WKHLU� RYHUDOO� VRFLDO�GLVFORVXUHV�FRPSDUHG�WR�RWKHU�FRPSDQLHV��7KHVH�WHVWV�ZHUH�SHUIRUPHG�XVLQJ�WKH������DQQXDO�UHSRUWV�RI����� ODUJHVW� LQGXVWULDO� FRPSDQLHV� LQ� WKH�8.��GLYLGHG� LQWR�VL[� LQGXVWU\�JURXSV�DQG�FRXQWLQJ�WKH�QXPEHU�RI�VRFLDO�GLVFORVXUHV��FDWHJRUL]HG�LQWR�IRXU�JURXSV��SURGXFW��HPSOR\HH��HQYLURQPHQW�� DQG� FRPPXQLW\���7KHLU� WHVWV� UHYHDOHG�D� VLJQLILFDQW�DVVRFLDWLRQ� �DW� WKH�RQH�SHU�
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FHQW�OHYHO��LQ�WKH�FDVH�RI�ERWK�K\SRWKHVHV��VXSSRUWLQJ�WKH�H[LVWHQFH�RI�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ� HQYLURQPHQW�UHODWHG� GLVFORVXUHV� DQG� WKH� RLO� LQGXVWU\���� +RZHYHU�� 1HVV� DQG�0LU]D��������GLG�QRW�FRQWURO�IRU�WKH�LQIOXHQFH�RI�VL]H��*LYHQ�WKDW�D�WKLUG�RI�WKH�RLO�FRPSDQLHV�LQ�WKHLU�VDPSOH�ZDV�LQ�WKH�WRS�WHQ�DFFRUGLQJ�WR�VL]H��LW�LV�SRVVLEOH�WKDW�WKHLU�UHVXOWV�ZHUH�LQIOXHQFHG�E\�WKH�SROLWLFDO�YLVLELOLW\�K\SRWKHVLV�DV�GHVFULEHG�DERYH�%DVHG�RQ�WKH�IRUHJRLQJ�DQDO\VLV��LW�LV�SUHGLFWHG�WKDW�FRPSDQLHV�RSHUDWLQJ�LQ�HQYLURQPHQWDOO\�VHQVLWLYH��(6��LQGXVWULHV�SURYLGH�D�JUHDWHU�DPRXQW�RI�HQYLURQPHQW�UHODWHG�GLVFORVXUHV�LQ�WKHLU�FRUSRUDWH� UHSRUWV� WKDQ� FRPSDQLHV� LQ� OHVV� HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV� �/(6��� 7KH�FDWHJRULVDWLRQ� RI� LQGXVWULHV� DV� EHWZHHQ�(6� DQG�/(6� LV� H[SODLQHG� LQ�&KDSWHU� ���7KH� IRUPDO�K\SRWKHVLV�LV�VWDWHG�EHORZ�LQ�DOWHUQDWLYH�IRUP��WKH�QXOO�K\SRWKHVLV�EHLQJ�WKH�K\SRWKHVLV�RI�QR�GLIIHUHQFH�+�� 7KHUH�LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\�DQG�WKH�YROXPH�RI�&('�
�LLL�7KH�µGHEW�HTXLW\¶�K\SRWKHVLV�,Q� D� JHQHUDO� DFFRXQWLQJ� FRQWH[W�� WKH� µGHEW�HTXLW\¶� K\SRWKHVLV� SRVLWV� WKDW� WKH� ODUJHU� D�FRUSRUDWLRQ¶V� GHEW�HTXLW\� UDWLR�� WKH� PRUH� OLNHO\� WKH� FRUSRUDWLRQ¶V� PDQDJHUV� DUH� WR� VHOHFW�DFFRXQWLQJ�FKRLFHV�ZKLFK�KDYH�WKH�HIIHFW�RI�VKLIWLQJ�UHSRUWHG�HDUQLQJV�IURP�IXWXUH�SHULRGV�WR�WKH� FXUUHQW�SHULRG� �:DWWV� DQG�=LPPHUPDQ���������0DQDJHUV�RI� ILUPV�ZLWK�KLJKHU� OHYHOV�RI�GHEW�ILQDQFH�UHODWLYH�WR�HTXLW\�IXQGLQJ�DUH�SHUFHLYHG�DV�EHLQJ�PRUH�DQ[LRXV�WR�DYRLG�EUHDFKHV�RI� WKH�GHEW�FRYHQDQWV�VLQFH� WKH�UHVXOWLQJ�FRVWV��L�H��ZHDOWK�WUDQVIHUV��ZRXOG�DIIHFW� WKHLU�RZQ�HFRQRPLF� ZHDOWK�� 7KXV�� LQ� DWWHPSWLQJ� WR� DYRLG� DQ\� VXFK� EUHDFKHV�� PDQDJHPHQW� LV� VDLG� WR�FKRRVH� DFFRXQWLQJ�PHWKRGV�ZKLFK� LQFUHDVH� WKH�FXUUHQW�SHULRG¶V� UHSRUWHG� LQFRPH��6LPLODUO\��ILUPV� ZLWK� KLJK� ILQDQFLDO� OHYHUDJH� �WKDW� LV�� D� KLJK� UDWLR� RI� GHEW� ILQDQFH� UHODWLYH� WR� HTXLW\�ILQDQFH�� DUH� DUJXHG� WR� DGRSW� SROLFLHV� ZKLFK� LQFUHDVH� UHSRUWHG� HDUQLQJV�� IRU� H[DPSOH�� E\�UHGXFLQJ� GLVFUHWLRQDU\� VRFLDO� DQG� HQYLURQPHQWDO� SURJUDPPHV� RU� E\� QRW� FDUU\LQJ� RXW� DQ\�SURJUDPPHV� ZKLFK� ZRXOG� UHGXFH� UHSRUWHG� HDUQLQJV� LQ� WKH� VKRUW� WHUP� �)HOWRQ�� ������� $�QXPEHU�RI�VWXGLHV�KDYH�SURGXFHG�HPSLULFDO�UHVXOWV�FRQVLVWHQW�ZLWK�WKH�GHEW�HTXLW\�K\SRWKHVLV�LQ� UHODWLRQ� WR� WKH� µSRVLWLYH¶� HFRQRPLF� PRGHO� RI� DFFRXQWLQJ� FKRLFH� �VHH�� IRU� H[DPSOH��'KDOLZDO�� ������ 'KDOLZDO� HW� DO��� ������ +DJHUPDQ� DQG� =PLMHZVNL�� ������ +HDO\�� ������+ROWKDXVHQ��������+ROWKDXVHQ�DQG�/HIWZLFK��������.DOD\��������/HIWZLFK��������6PLWK�DQG�:DUQHU� ������=PLMHZVNL�DQG�+DJHUPDQ��������*HQHUDO�GLVFORVXUH�UHVHDUFK�LQWR�WKLV�DVVRFLDWLRQ�KDV�JHQHUDOO\�K\SRWKHVLVHG�WKDW�KLJKHU�OHYHOV�RI�JHDULQJ�DUH�DVVRFLDWHG�ZLWK�KLJKHU�OHYHOV�RI�GLVFORVXUH�LQ�DQQXDO�UHSRUWV�DV�PDQDJHUV�VHHN�WR�PHHW�VRPH�RI�WKH�SHUFHLYHG QHHGV�RI�VKDUHKROGHUV�DQG�OHQGHUV��VHH��IRU�H[DPSOH��&RQRYHU�DQG�:DOODFH��������&RRNH��������'KDOLZDO��������*RUH�HW�DO���������+ZDQJ�DQG�.LP��������/HIWZLFK�HW�DO���������0DORQH�HW�DO���������0\HUV��������:DOODFH�HW�DO������������6LPLODUO\��WKHUH� LV�D�EUDQFK�RI�PDUNHWV�EDVHG�DFFRXQWLQJ�UHVHDUFK�ZKLFK�FKDPSLRQV�ZKDW� LV�NQRZQ�DV�WKH� µFRPSHWLWLYH� GLVFORVXUH� K\SRWKHVLV¶� DQG� ZKLFK� KDV� EHHQ� SDUWLFXODUO\� LQIOXHQFHG� E\� WKH�DGYHUVH� VHOHFWLRQ� DUJXPHQW� �*URVVPDQ�� ������ 0LOJURP�� ������ IRU� IXOO� GLVFORVXUH� RI�YDOXDWLRQ�UHOHYDQW�LQIRUPDWLRQ����3XW�VLPSO\��WKLV�DVVHUWV�WKDW�LI�SRWHQWLDO�LQYHVWRUV�DUH�DZDUH�WKDW�D�FHUWDLQ�W\SH��WKRXJK�QRW�LWV�FRQWHQW��RI�LQIRUPDWLRQ�LV�EHLQJ�ZLWKKHOG�E\�D�ILUP��WKHQ��LQ�WKH�DEVHQFH�RI� IXOO�GLVFORVXUH�� LQYHVWRUV�ZLOO� UDWLRQDOO\�PDUN�GRZQ� WKH�YDOXH�RI� WKH� ILUP�E\�DVVXPLQJ�WKH�ZRUVW�FDVH��)HNUDW�HW�DO����������)LUPV�LQ�D�FRPSHWLWLYH�HQYLURQPHQW�DUH�VDLG�WR�FRPSHWH�ZLWK�HDFK�RWKHU�WR�GLVFORVH�LQIRUPDWLRQ�WKDW�LV�EHWWHU�WKDQ�WKH�ZRUVW�FDVH�LQ�RUGHU�WR�DYRLG�VXIIHULQJ�WKH�QHJDWLYH�ILQDQFLDO�FRQVHTXHQFHV�RI�D�KLJKHU�FRVW�RI�FDSLWDO�DVVRFLDWHG�ZLWK�ZLWKKROGLQJ�XQIDYRXUDEOH�LQIRUPDWLRQ��
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7KH� FRPSHWLWLYH� GLVFORVXUH� K\SRWKHVLV� KDV� OHG� VRPH� DXWKRUV� WR� DUJXH� WKDW� LQ� D� JOREDO�FRPSHWLWLYH�PDUNHW��PDUNHW� IRUFHV� WHQG� WR�GULYH�XS� WKH� OHYHO�RI�HQYLURQPHQWDO�GLVFORVXUH�WR�WKH� OHYHO� VHW� E\� ULYDO� ILUPV� ZLWK� WKH� KLJKHVW� PDQGDWHG� RU� YROXQWDU\� GLVFORVXUH� �0HHN� DQG�*UD\���������3RVLWLYH�DFFRXQWLQJ�UHVHDUFKHUV�VHH�WKH�FRQFHSW�RI�ULVN�DV�SOD\LQJ�DQ�LPSRUWDQW�UROH�LQ�WKLV�FRQWH[W����)LUPV�ZKLFK�GLVFORVH�OHVV��RU�ZKLFK�GLVFORVH�LQIRUPDWLRQ�RI�DQ�LQIHULRU�TXDOLW\�UHODWLYH�WR�RWKHU�ILUPV�RI�VLPLODU�HFRQRPLF�VL]H�DQG�ULVN�FKDUDFWHULVWLFV�DUH�VDLG�WR�EH�SHUFHLYHG E\� OHQGHUV� DV� VHFUHWLYH� DQG� OHVV� IRUWKFRPLQJ� LQ�GLVFORVLQJ� LQIRUPDWLRQ�XVHIXO� IRU�GHFLVLRQ�SXUSRVHV�DQG�WKXV�DUH�FRQVLGHUHG�PRUH�ULVN\��$V�D�UHVXOW��VXFK�ILUPV�DUH�FKDUJHG�D�KLJKHU�ULVN�SUHPLXP��&RQYHUVHO\��KLJKHU�RU�VXSHULRU�OHYHOV�RI�GLVFORVXUH�DUH�DUJXHG�WR�OHDG�WR�D� ORZHU� FRVW� RI� GHEW� FDSLWDO�� 7KH� ODWWHU� LV� VDLG� WR� UHVXOW� IURP� WKH� IDFW� WKDW� µLQIRUPDWLYH�GLVFORVXUH¶�DVVLVWV�FUHGLWRUV�LQ�XQGHUVWDQGLQJ�WKH�HFRQRPLF�ULVN�RI�DQ�LQYHVWPHQW��5LVN�LV�WKLV�FRQWH[W�LV�QRUPDOO\�VHHQ�DV�D�IXQFWLRQ�RI��L��WKH�ULVN�IUHH�UDWH�RI�UHWXUQ��QRUPDOO\�VHHQ�LQ�WHUPV�RI� WKH� \LHOG� RQ� JRYHUQPHQW� WUHDVXU\� ELOOV�� �LL�� HFRQRPLF� ULVN�� L�H�� WKH ULVN� IURP� HFRQRPLF�IDFWRUV�� DQG� �LLL�� WKH� LQIRUPDWLRQ� ULVN� SUHPLXP�� L�H�� WKH� FRVW� RI� WUDQVDFWLQJ� ZLWKRXW� IXOO�LQIRUPDWLYH� GLVFORVXUH� �(OOLRW� DQG� -DFREVRQ�� ������� *LYHQ� WKDW� WKH� RQO\� ZD\� FUHGLWRUV� FDQ�DVVHVV� WKH�HFRQRPLF� ULVN�RI�DQ� LQYHVWPHQW� LV� WKURXJK� LQIRUPDWLRQ�� LQIRUPDWLYH�GLVFORVXUH� LV�VHHQ�DV�FUXFLDO�LQ�GHWHUPLQLQJ�WKH�WRWDO�FRVW�RI�GHEW�FDSLWDO��)LUPV�ZKLFK�SURYLGH�LQDGHTXDWH�RU� LQFRPSOHWH� LQIRUPDWLRQ�DUH�VDLG�WR�EH�SHQDOLVHG�E\�FUHGLWRUV�ZKR�� LQ�UHVSRQVH��GHPDQG�D�KLJKHU� UHWXUQ� E\� FKDUJLQJ� D� SUHPLXP� RYHU� DQG� DERYH� WKH� DJJUHJDWH� RI� WKH� ULVN�IUHH� UDWH� RI�UHWXUQ�DQG�WKH�HFRQRPLF�ULVN�SUHPLXP���7KH� DERYH� DQDO\VLV� KDV� LPSRUWDQW� LPSOLFDWLRQV� IRU� ($7� LQ� WKH� FRQWH[W� RI� D� ILUP¶V�HQYLURQPHQWDO� GLVFORVXUH� VWUDWHJ\� EHFDXVH� LW� LPSOLHV� WKDW� PDQDJHUV� KDYH� DQ� HFRQRPLF�LQFHQWLYH� �VXEMHFW�RI�FRXUVH� WR�FRVW�EHQHILW�FRQVLGHUDWLRQV�� WR�GLVFORVH� LQIRUPDWLRQ�RYHU�DQG�DERYH� WKDW� UHTXLUHG� XQGHU� WKH� YDULRXV� µQH[XV� RI� FRQWUDFWV¶� DUUDQJHPHQWV� �VHH� 6HFWLRQ� ����DERYH�� VLQFH�� E\� GRLQJ� VR�� VXFK� GLVFORVXUH� FDQ� OHDG� WR� D� ORZHU� FRVW� RI� GHEW� FDSLWDO�� DQG�WKHUHE\� KLJKHU� UHWXUQV� WR� ERWK� WKH� ILUP� DQG�� WKURXJK� FRPSHQVDWLRQ� SDFNDJHV� OLQNHG� WR�HDUQLQJV� DQG�RU� VKDUH� SULFH� SHUIRUPDQFH�� WKH� DJHQWV���� $OWKRXJK� LW� LV� GLIILFXOW� WR� SURYH�HPSLULFDOO\� WKDW� WKH� FRVW� RI� FDSLWDO� LV� ORZHUHG� E\� LQIRUPDWLYH� GLVFORVXUH� �EHFDXVH� RI� WKH�REYLRXV� OLQN� EHWZHHQ� HFRQRPLF� ULVN� DQG� LQIRUPDWLYH� GLVFORVXUH��� HIILFLHQW� FDSLWDO� PDUNHWV�UHVHDUFK� �VHH�6HFWLRQ� ���� DERYH�� KDV� SURYLGHG� DEXQGDQW� HYLGHQFH� WKDW� SULFHV�RQ� WKH� FDSLWDO�PDUNHWV� DUH� LQIOXHQFHG� E\� GLVFORVXUH�� ,W� LV� DOVR� NQRZQ� WKDW� SURYLGHUV� RI� FDSLWDO� GHPDQG�DFFRXQWLQJ� GLVFORVXUHV�D� SULRUL�E\� LQVHUWLQJ� FODXVHV� LQ� OHQGLQJ� DJUHHPHQWV� �VHH�6HFWLRQ�����DERYH�� DQG� WKHUH� LV� DQHFGRWDO� HYLGHQFH� ZKLFK� VXJJHVWV� WKDW� PDQ\� ILUPV� DUH� DZDUH� WKDW�LQVWLWXWLRQDO� LQYHVWRUV� SUHIHU� WR� LQYHVW� LQ� FRPSDQLHV�ZKLFK� SURYLGH� ORWV� RI� LQIRUPDWLRQ� DQG�WKDW�JRRG�LQYHVWRU�UHODWLRQV�FDQ�KDYH�D�SRVLWLYH�LPSDFW�RQ�VWRFN�SULFHV��6ZHHQH\���������3ULRU�UHVHDUFK� LQWR� WKH� FRUSRUDWH� GLVFORVXUH�FRVW� RI� FDSLWDO� DVVRFLDWLRQ� KDV� DOVR� VKRZQ� WKDW� �L��LQYHVWRUV� DQG� ILQDQFLDO� DQDO\VWV� UHZDUG� LPSURYHG� GLVFORVXUHV� WKURXJK� EHWWHU� DFFHVV� WR� WKH�FDSLWDO�PDUNHWV��VHH��IRU�H[DPSOH��(FFOHV�DQG�.KDQ��������DQG��LL��ILUPV�ZKLFK�DUH�SHUFHLYHG�E\� DQDO\VWV� DQG� SRWHQWLDO� ERQGKROGHUV� WR� EH� OHVV� IRUWKFRPLQJ� LQ� WKHLU� FRUSRUDWH� GLVFORVXUH�SROLF\� LQFXU� D� KLJKHU� FRVW� RI�GHEW �VHH�� IRU� H[DPSOH�� 6HQJXSWD�� ������ DQG�HTXLW\ �VHH�� IRU�H[DPSOH��%RWRVDQ��������FDSLWDO��)XUWKHUPRUH��GLVFORVXUH�FDQ�KDYH�SXEOLF� UHODWLRQV�EHQHILWV�LQ� WHUPV� RI� D� ILUP¶V� UHODWLRQV� ZLWK� LWV� LQYHVWPHQW� FRPPXQLW\� �%HQVWRQ� ������� (OOLRW� DQG�-DFREVRQ� �������� IRU� H[DPSOH�� DUJXH� WKDW� LQYHVWRUV� DQG� FUHGLWRUV� REWDLQ� LPSUHVVLRQV� RI� D�ILUP¶V�RSHQQHVV�DQG�IRUWKULJKWQHVV�IURP�D�YDULHW\�RI�VRXUFHV�LQFOXGLQJ�H[WHUQDO�UDWLQJV�RI�WKH�TXDOLW\� RI� DQQXDO� UHSRUWV� DQG� DFFRXQWV�� )LQDQFLDO� DQDO\VWV� ZKR� EHFRPH� DZDUH� RI� WKH�FRPSDQLHV� WKDW� UHFHLYHG� DZDUGV� IRU� H[FHOOHQFH�� IRU� H[DPSOH�� DUH� OLNHO\� WR� KDYH� D� PRUH�IDYRXUDEOH�LPSUHVVLRQ�RI�WKRVH�FRPSDQLHV��UHVXOWLQJ�LQ�D�ORZHU�FRVW�RI�FDSLWDO�6RFLDO� DQG� HQYLURQPHQWDO� GLVFORVXUH� KDV� ORQJ� EHHQ� FRQVLGHUHG DV� RQH� IRUP� RI� YDOXDWLRQ�UHOHYDQW� LQIRUPDWLRQ� LQ� WKLV� FRQWH[W� �$QGHUVRQ�DQG�)UDQNOH�� ������%HONDRXL�� ������'LHUNHV�
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DQG� $QWDO�� ������ (SVWHLQ� DQG� )UHHGPDQ�� ������ ,QJUDP�� ������ -DJJL� DQG� )UHHGPDQ�� ������1DUYHU��������6KDQH�DQG�6SLFHU��������6SHQFHU�&RRNH�������� VHH�&KDSWHU����6HFWLRQ�����IRU�D�EULHI�RYHUYLHZ�RI�SULRU�UHVHDUFK�LQ�WKLV�DUHD���$OWKRXJK�WR�GDWH�QR�FOHDU�HPSLULFDO�HYLGHQFH�KDV�HPHUJHG� WR� VXSSRUW� WKH�DVVHUWLRQ� WKDW� WKH�YROXPH�RI�&65�&('�LQIOXHQFHV�VWRFN�PDUNHW�EHKDYLRXU��VHH��IRU�H[DPSOH��5LFKDUGVRQ�HW�DO����������WKHUH�DUH�QHYHUWKHOHVV�D�SULRUL�JURXQGV�IRU� DVVXPLQJ� WKDW�� IURP� D� SXUHO\�HFRQRPLFV SHUVSHFWLYH�� LW� SD\V� WKH� FRPSDQ\� WR� EH� µJRRG¶��EXW� QRW� µWRR� JRRG¶� ± VHH� 8OOPDQQ�� ������ LQ� UHODWLRQ� WR� HQYLURQPHQWDO� LVVXHV�� $JDLQVW� D�EDFNGURS� RI� DQ� LQFUHDVLQJ� QXPEHU� RI� DUHDV� LQ�ZKLFK� VRFLDO� DQG� HQYLURQPHQWDO� DFWLYLW\� FDQ�KDYH�GLUHFW��PDWHULDO�ILQDQFLDO�FRQVHTXHQFHV�IRU�EXVLQHVV�RUJDQL]DWLRQV��0XUUD\�HW�DO���������IRU� H[DPSOH�� FLWH� SULRU� OLWHUDWXUH� LQ� UHODWLRQ� WR� FRVW�VDYLQJ� PHDVXUHV�� FRVW� RU� OLDELOLW\�DYRLGDQFH�� UHYHQXH�JHQHUDWLRQ� DQG� VLJQDOV� RI� EHVW�LQ�FODVV� PDQDJHPHQW� SUDFWLFHV��� WKH�SUHVHQFH� RI� VXFK� IDFWRUV�� DQG� LQYHVWRUV� NQRZOHGJH� WKHUHRI�� DUJXDEO\� SURYLGHV� D� SULRULUHDVRQLQJ�IRU�VXJJHVWLQJ�WKDW�PDQDJHPHQW�PD\�XVH�HQYLURQPHQWDO�GLVFORVXUH�WR�LQIOXHQFH�WKH�SHUFHSWLRQV�RI�WKH�LQYHVWPHQW�FRPPXQLW\��6LQFH�PDQDJHUV�KDYH�LQFHQWLYHV�WR�GLVFORVH�µJRRG¶�QHZV�DQG� WR�ZLWKKROG�µEDG¶�QHZV��6FRWW��������9HUUHFFKLD��������� WKH�DEVHQFH�RI�H[WHQVLYH�HQYLURQPHQWDO� GLVFORVXUH� FRXOG� EH� VHHQ� E\� LQYHVWRUV� DQG� FUHGLWRUV� DV� D� QHJDWLYH� VLJQDO�FRQFHUQLQJ�WKH�ILUP¶V�H[SRVXUH�WR�HQYLURQPHQWDO�ULVN�DQG�IXWXUH�UHJXODWRU\�FRVWV��%ODFFRQLHUH�DQG�3DWWHQ�� �������8VLQJ� WKH� FRPSHWLWLYH�GLVFORVXUH�K\SRWKHVLV� DV� VHW� RXW� DERYH�� LW� IROORZV�WKDW� ILUPV�ZKLFK� DUH� OHVV�ZLOOLQJ� WKDQ�RWKHUV� WR�GLVFORVH�HQYLURQPHQWDO� LQIRUPDWLRQ�PD\�EH�SHUFHLYHG� RI� DV� PRUH� VHFUHWLYH� �WKH� PRWLYH� EHLQJ�� IRU� H[DPSOH�� WR� KLGH� D� OHVV� µKDQGV� RQ¶�DSSURDFK� WR� WKH�PDQDJHPHQW� RI� HQYLURQPHQWDO� LVVXHV�� DQG� WKXV�PRUH� ULVN\�� 7KH� (XURSHDQ�)HGHUDWLRQ� RI� )LQDQFLDO�$QDO\VWV¶�6RFLHWLHV� �())$6��������� IRU� H[DPSOH�� UHSRUWV� D� FRQFHUQ�DPRQJVW�ILQDQFLDO�DQDO\VWV�LQ�WKH�HDUO\�����V�IRU�PRUH�GHWDLOHG�HQYLURQPHQWDO�LQIRUPDWLRQ�LQ�DQQXDO�UHSRUWV��7KLV�FRQFHUQ�H[LVWHG�EHFDXVH�RI�WKH�SRWHQWLDO�ILQDQFLDO�HIIHFWV�RQ�D�FRPSDQ\¶V�QHW�ZRUWK� IURP� VRFLHW\¶V� FRQFHUQ� DERXW� WKH� VWDWH� RI� WKH� HQYLURQPHQW��7KLV� VLWXDWLRQ� FDXVHG�FRQIXVLRQ�DQG�XQFHUWDLQW\�DPRQJVW�ILQDQFLDO�DQDO\VWV�ZKR�EHJDQ�WR�UHDOL]H�WKDW�HQYLURQPHQWDO�LVVXHV� FRXOG� FKDQJH�PDWHULDOO\� WKH� ULVN�RI�DQ� LQYHVWPHQW� �H�J�� WKURXJK� UHJXODWLRQV� UHTXLULQJ�WKH� FOHDQ�XS� RI� LQGXVWULDO� DFWLYLWLHV�� ZKLFK�ZRXOG� HURGH� WKH� QHW� ZRUWK� RI� WKRVH� FRPSDQLHV�DIIHFWHG���+HQFH�� ILQDQFLDO� DQDO\VWV� EHJDQ� WR� IHHO� WKH\�QHHGHG�PRUH�GHWDLOHG� LQIRUPDWLRQ� LQ�RUGHU�WR�PDNH�LQYHVWPHQW�GHFLVLRQV����$V�VXFK��D�ILUP�ZKLFK�GLVFORVHV�PRUH�GHWDLOV�DERXW�LWV�DFWLYLWLHV�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�LVVXHV��HYHQ�LI�WKHVH�GLVFORVXUHV�DUH�PHUHO\�GLVFXUVLYH��PD\� QHYHUWKHOHVV� EH� SHUFHLYHG� DV� OHVV� ULVN\� WKDQ� ILUPV� ZKLFK� PDNH� QR� GLVFORVXUHV� DW� DOO��7KXV�� LQ� NHHSLQJ� RXWVLGH� FUHGLWRUV� LQIRUPHG� E\� VXSSO\LQJ� HQYLURQPHQWDO� YDOXDWLRQ�UHOHYDQW�LQIRUPDWLRQ�� WKHVH�JURXSV�DUH�SUHVXPHG� WR�SHUFHLYH�D� ORZHU� OHYHO�RI� ULVN� LQ� UHODWLRQ�WR�WKHLU�LQYHVWPHQW�LQ�WKH�ILUP��*LYHQ�WKDW�WKH�PDUNHW¶V�SHUFHSWLRQ�RI�D�ILUP¶V�HFRQRPLF�ULVN�LV�OLNHO\�WR�EH�LQIOXHQFHG�E\�WKH�ILUP¶V�DELOLW\�WR�VWD\�ZLWKLQ�LWV�FRYHQDQWHG�OLPLWV�RQ�ILQDQFLDO�OHYHUDJH�DQG�SD\RXW�UDWHV��ILUPV�ZLWK�GHEW�ILQDQFH�RSHUDWLQJ�FORVHU�WR�WKHVH�OLPLWV�DVVXPHG�WR�EH�PRUH�OLNHO\�WR�SURYLGH�KLJKHU�OHYHOV�RI�HQYLURQPHQWDO�GLVFORVXUH� WKDQ�RWKHU� ILUPV��6SHFLILFDOO\��VXFK�ILUPV�DUH�DVVXPHG�WR�EH�DQ[LRXV� WR�DYRLG�EUHDFKHV�RI� WKH�GHEW�FRYHQDQWV�� WKH� ODWWHU� UHVXOWLQJ� LQ�FRVWV� �L�H��ZHDOWK�WUDQVIHUV��ZKLFK�ZRXOG�DIIHFW�WKHLU�RZQ�HFRQRPLF�ZHDOWK��%HONDRXL�DQG�.DUSLN�����������7ZR�FRPPRQ� IRUPV� RI� GHEW� FRYHQDQWV�� NQRZQ� DV� µNH\ PDUNHW� YDULDEOHV¶�� ZKLFK� JLYHQ� ULVH� WR�FRQWUDFWLQJ� DQG�PRQLWRULQJ�FRVWV�DQG�ZKLFK�PDQDJHPHQW�YROXQWDULO\�HQWHUV� LQWR� LQ�RUGHU� WR�UHGXFH� WKH� DJHQF\� FRVWV� RI� GHEW� �-HQVHQ� DQG� 0HFNOLQJ�� ������ DUH�� �L�� OLPLWV� RQ� ILQDQFLDO�OHYHUDJH��L�H��WKH�DPRXQW�RI�GHEW�FDSLWDO�WKDW�PDQDJHUV�FDQ�WDNH�RQ�UHODWLYH�WR�WKH�WRWDO�DVVHWV�RU� HTXLW\� FDSLWDO� RI� WKH� FRPSDQ\�� DQG� �LL�� OLPLWV� RQ� SD\RXW� UDWHV�� L�H�� WKH� DPRXQW� RI� FDVK�GLVWULEXWLRQV�WKDW�FDQ�EH�PDGH�RXW�RI�SURILWV�WR�VKDUHKROGHUV��QRUPDOO\��E\�ZD\�RI�GLYLGHQGV��%DVHG�RQ� WKH� IRUHJRLQJ�DQDO\VLV�� LW� LV�K\SRWKHVLVHG� WKDW�&('�LV�SRVLWLYHO\�DVVRFLDWHG�ZLWK�D�ILUP¶V� FRQWUDFWLQJ� DQG� PRQLWRULQJ� FRVWV� DV� UHSUHVHQWHG� E\� ILQDQFLDO� OHYHUDJH� DQG� GLYLGHQG�FRYHU��ZKHUH�ILQDQFLDO�OHYHUDJH�LV�H[SUHVVHG�DV��L��WKH�UDWLR�RI�ORQJ�WHUP�GHEW�WR�HTXLW\�FDSLWDO�
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�VKDUHKROGHUV�IXQGV��DQG��LL��WKH�UDWLR�RI�ORQJ�WHUP�GHEW�WR�WRWDO�DVVHWV��DQG�GLYLGHQG�FRYHU�LV�H[SUHVVHG� DV� WKH� UDWLR� RI� GLYLGHQGV� WR� DYDLODEOH� XQUHVWULFWHG� UHWDLQHG� HDUQLQJV�� 7KH� IRUPDO�K\SRWKHVLV�LV�VWDWHG�EHORZ�LQ�DOWHUQDWLYH�IRUP��WKH�QXOO�K\SRWKHVLV�EHLQJ�WKH�K\SRWKHVLV�RI�QR�GLIIHUHQFH�+�� 7KHUH� LV� D� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ� FRQWUDFWLQJ� DQG�PRQLWRULQJ� FRVWV�DQG�WKH�YROXPH�RI�&('�
��� 6RPH�FRQFOXGLQJ�UHPDUNV'HVSLWH� LWV� PDQ\� FULWLFV�� µSRVLWLYH¶� DFFRXQWLQJ� UHVHDUFK� OLWHUDWXUH� KDV� EHHQ� FUHGLWHG� ZLWK�XQFRYHULQJ�V\VWHPDWLF�SDWWHUQV� LQ�DFFRXQWLQJ�FKRLFH��:KLWWLQJWRQ���������:KLOVW� LW�PD\�QRW�EH�WUXH�WKDW�DOO LQGLYLGXDOV�DUH�XWLOLW\�PD[LPLVHUV�DOO�WKH�WLPH��IRU�WKRVH�ZRUNLQJ�LQ�D�PLOLHXZKHUH� PRQH\� PDWWHUV� PRVW� LW� ZRXOG� SHUKDSV� EH� QDLYH� WR� VXJJHVW� WKDW� WKH� VHOHFWLRQ� RI�DFFRXQWLQJ�PHWKRGV�DQG�WHFKQLTXHV�LV�PHUHO\�D�µWHFKQLFDO¶�SURFHVV�ZKHUH�DOO�SDUWLHV�VWULYH�WR�DFKLHYH�WKH�EHVW�SRVVLEOH�PRGHO�RI�DFFRXQWLQJ�LQFRPH�DQG�YDOXH�PHDVXUHPHQW��7KLV�YLHZ�RI�DFFRXQWLQJ�DQG�DFFRXQWDQF\�PD\�EH�SDUWLFXODUO\� UHOHYDQW� LQ� WKH�FRQWH[W�RI�VRFLHWLHV�VXFK�DV�1HZ�<RUN�DQG�&KLFDJR� LQ� WKH�86�ZKHUH� WKHUH�H[LVWV�D� UHODWLYHO\�H[WUHPH�YHUVLRQ�RI� OLEHUDO�HFRQRPLF� GHPRFUDF\�� +RZHYHU�� HYHQ� LQ� D� VRFLHW\� RI� QHDU�DQJHOV�� WKHUH� ZLOO� VWLOO� H[LVW��DFFRUGLQJ� WR� WKH� GRFWULQH� RI� HWKLFDO� UHODWLYLVP�� EHKDYLRXU� ZKLFK� LV� FRQVLGHUHG� XQHWKLFDO��7KRUQWRQ���������$JHQF\�WKHRU\�VWXGLHV��SDUWLFXODUO\�WKDW�RI�:DWWV�DQG�=LPPHUPDQ���������KLJKOLJKW� WKH� IDFW� WKDW� DFFRXQWLQJ� KDV� D�SROLWLFDO GLPHQVLRQ� WKDW� LV� QRWDEO\� DEVHQW� IURP� WKH�VWHZDUGVKLS� RU� GHFLVLRQ�XVHIXOQHVV� OLWHUDWXUH� WKDW� KDV� IRU� VR� ORQJ� SUHRFFXSLHG� WKH�LQWHUQDWLRQDO�DFFRXQWDQF\�SURIHVVLRQ��5DWKHU��FRUSRUDWH�ILQDQFLDO�VWDWHPHQWV�DUH�YLHZHG�DV�«�� SURGXFWV� RI� ERWK� PDUNHWV� DQG� SROLWLFDO� SURFHVVHV� DQG� WKH� LQWHUDFWLRQV�DPRQJ�LQGLYLGXDOV�DQG�JURXSV�LQ�WKHVH�SURFHVVHV��,QGLYLGXDOV�DUH�DVVXPHG�WR�PD[LPLVH�WKHLU�VHOI�LQWHUHVWV��:DWWV�������S�����7KH�5RFKHVWHU�6FKRRO VHH�QR�QHHG� IRU� WKH� UHJXODWLRQ�RI�DFFRXQWLQJ� LQ� WKH�FRQWH[W�RI�DJHQW�SULQFLSDO� UHODWLRQVKLSV� �VHH�� IRU� H[DPSOH�� %HQVWRQ�� ������� 5DWKHU�� WKURXJK� WKH� µQH[XV� RI�FRQWUDFWV¶��LW�LV�DUJXHG�WKDW�HIILFLHQW�FRQWUDFWV�ZLOO�EH�SXW�LQ�SODFH�VXFK�WKDW�WKH�YDULRXV�SDUWLHV�LQYROYHG�� DFWLQJ� LQ�DFFRUGDQFH�ZLWK� WKHLU�RZQ�VHOI�LQWHUHVWV�� DUULYH�DW� D�VWDWH�RI� HTXLOLEULXPZKHUH� WKH�FRVW�RI�SURYLGLQJ�DFFRXQWLQJ� LQIRUPDWLRQ� LV�HTXDO� WR� WKH�EHQHILWV�GHULYHG�IURP�LW��)URP�WKLV�SHUVSHFWLYH��PDQGDWRU\�GLVFORVXUH�UHODWLQJ�WR�DFFRXQWLQJ��RU�DQ\�IRUP�RI�UHSRUWLQJ��LV�VHHQ�DV�XQQHFHVVDU\�DQG�XQGHVLUDEOH�JLYHQ�WKDW�VXFK�GLVFORVXUH�LV�EHVW�OHIW�WR�PDUNHW�IRUFHV��,QGHHG� VWDWXWRU\� UHTXLUHPHQWV� IRU� DFFRXQWLQJ� LQIRUPDWLRQ� DUH� VHHQ� DV� DQ� XQZHOFRPH�LQWHUIHUHQFH�JLYHQ�WKDQ�WKH\�ZLOO�HIIHFWLYHO\�JHQHUDWH�H[FHVVLYH�LQIRUPDWLRQ�DW�DGGLWLRQDO�FRVW��WKHUHE\�GLVWXUELQJ�WKH�VWHDG\�VWDWH�RI�HTXLOLEULXP��7KXV��QHJRWLDWLQJ�WKH�VXSSO\�RI DFFRXQWLQJ�LQIRUPDWLRQ�WKURXJK�SULYDWH�FRQWUDFWLQJ�LV�VHHQ�DV�PRUH�HIILFLHQW�WKDQ�JRYHUQPHQW�UHJXODWLRQ��7KH� VDPH� UHDVRQLQJ� LV� HPSOR\HG� LQ� UHODWLRQ� WR� VRFLDO� DQG� HQYLURQPHQWDO� LQIRUPDWLRQ��3URYLGHG� WKHUH� DUH� FRPSHWLWLYH� DQG� HIILFLHQW� FDSLWDO�PDUNHWV��PDQDJHUV��EHLQJ�PRWLYDWHG�E\�VHOI�LQWHUHVW��ZLOO� VXSSO\�ZKDW� WKH�PDUNHWV�ZDQW�� 6RPH�GLVFUHWLRQDU\� VSHQGLQJ� LV� SHUPLWWHG��HYHQ�HQFRXUDJHG��ZKHUH�LW�LV�LQ�WKH�VKDUHKROGHU¶V�HFRQRPLF�LQWHUHVW�($7� KDV� DWWUDFWHG� PDQ\� IROORZHUV� ZLWKLQ� WKH� DFFRXQWLQJ� UHVHDUFK� FRPPXQLW\� SUHFLVHO\�EHFDXVH� RI� �L�� LWV� IRFXV� RQ� WKH� YHU\� LVVXHV� ZKLFK� FRQFHUQ� PDLQVWUHDP� DFFRXQWDQWV� ± L�H��DFFRXQWLQJ�FKRLFH�DQG�WKH�PDQDJHPHQW�RI�DFFRXQWLQJ�FKRLFH�± DQG��LL��LWV�LQWXLWLYH�DSSHDO�LQ�GHSLFWLQJ� PDQDJHUV�� VKDUHKROGHUV� DQG� SROLWLFLDQV� DV� PRWLYDWHG E\� WKHLU� RZQ� VHOI�LQWHUHVW����
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5DWKHU�WKDQ�IRFXV�RQ�WKH�XQGHUO\LQJ�FDXVHV�RI�VXFK�JUHHG��WKH�5RFKHVWHU�6FKRRO DUH�FRQWHQW�WR�GHYHORS�EHKDYLRXUDO�WKHRULHV�ZKLFK�VHHN�WR�H[SODLQ�WKH�DFWLRQV�DQG�DFWLYLWLHV�RI�DFFRXQWDQWV��DXGLWRUV��PDQDJHUV��VWDQGDUG�VHWWHUV�DQG�WKH�SURYLGHUV�RI�PRQH\�FDSLWDO��,Q�DQ�HFRQRPLF�ULVN�FRQWH[W�� WKHVH� JURXSV� RI� DFWRUV� DUH� WKH� SULQFLSDO� FRQVWLWXHQWV� RI� D� FDSLWDOLVW� VRFLHW\� WKDW� LV�WDNHQ�IRU�JUDQWHG�DQG�OHIW�XQFKDOOHQJHG��2WKHU�VHFWLRQV�RI�VRFLHW\�GR�QRW�FRPH�LQWR�WKH�ILHOG�RI�YLVLRQ�RIIHUHG�E\�WKH�µSRVLWLYH¶�OHQV�EHFDXVH�WKH\�DUH�QRW�GLUHFWO\�UHOHYDQW�LQ�WHUPV�RI�ZKDW�WKH� WKHRU\� LV�DWWHPSWLQJ� WR�SUHGLFW�DQG�H[SODLQ��:DWWV� ������� IRU�H[DPSOH�� UHIHUV� WR�³«�WKH�PDUNHW�LQWHUDFWLRQ�RI�LQGLYLGXDOV�DVVRFLDWHG�ZLWK�WKH�FRUSRUDWLRQ�«´��S������7KXV��LW�LV�QRW�D�EURDG��VRFLDO�WKHRU\��EXW�D�QDUURZ��HFRQRPLF WKHRU\��7KH�5RFKHVWHU�6FKRRO¶V�EUDQG�RI�DJHQF\�WKHRU\ PD\� KDYH� YDOXH� LQ� D� QDUURZ� HFRQRPLF� FRQWH[W�� FRQVWUXFWLQJ� DV� LW� GRHV� D� OHQV� WKDW�SURYLGHV�D�KLJK�OHYHO�RI�UHVROXWLRQ�EXW�ZKLFK�KDV�D�OLPLWHG ILHOG�RI�YLVLRQ��VKXWWLQJ�RXW�ODUJH�VHFWLRQV�RI�VRFLHW\��'R� WKHVH� RWKHU� VHFWLRQV� RI� VRFLHW\� PDWWHU"� :RXOG� D� PRUH� D� GLUHFW� FRQVLGHUDWLRQ� RI� WKH�EHKDYLRXU�RI�RWKHU�VHFWLRQV�RI�VRFLHW\�LQFUHDVH�RXU�XQGHUVWDQGLQJ�RI�PDQDJHULDO�EHKDYLRXU�LQ�WKH� FRQWH[W� RI� &65�&('"� %\� FRQFHQWUDWLQJ� RQO\� RQ� WKH� µQHWZRUN� RI� FRQWUDFWV¶�� HFRQRPLF�DJHQF\� WKHRU\� �($7�� VLJQLILFDQWO\� UHVWULFWV� DQ� DQDO\VLV� RI� WKH� GLVFRXUVH� WKDW� WDNHV� SODFH�ZLWKLQ� D� QHR�SOXUDOLVW� VRFLHW\��2Q� WKH� RQH� KDQG�� LW�ZRXOG�EH�SRVVLEOH� WR� IROORZ� WKH�SDWK�RI�VRPH�RUJDQL]DWLRQ�WKHRULVWV�ZKR�VXJJHVW�WKDW�DGGLWLRQDO�UHVHDUFK�LV�QHHGHG�IRU�WKH�SXUSRVHV�RI�IXOO\� DSSUHFLDWLQJ� WKH� LQVLJKWV� RIIHUHG� E\� ($7� LQ� WHUPV� RI� RXU� XQGHUVWDQGLQJ� RI� WKH�RUJDQL]DWLRQ�VRFLHW\� UHODWLRQVKLS��VHH�� IRU�H[DPSOH��'RQDOGVRQ��������+LOO�DQG�-RQHV��������3IHIIHU�� ���������$OWHUQDWLYHO\�� D�PRUH� FRPSOHWH� DQG� FRPSOH[� VHW� RI� LQWHUUHODWLRQV� EHWZHHQ�WKH� YDULRXV� DFWRUV� LQ� VRFLHW\� FDQ� EH� DOORZHG� WR� HQWHU� RXU� ILHOG� RI� YLVLRQ� E\� HPSOR\LQJ�DOWHUQDWLYH� VRFLR�HFRQRPLF� DQG� VRFLR�SROLWLFDO� WKHRULHV�� 7KH� IROORZLQJ� WZR� FKDSWHUV� VWHS�RXWVLGH� WKH� QDUURZ� FRQILQHV� RI� QHR�FODVVLFDO� HFRQRPLFV� WR� H[SORUH� WKH� FRQWULEXWLRQ� RI�VWDNHKROGHU�DQG�OHJLWLPDF\�WKHRULHV�LQ�H[SODLQLQJ�DQG�XQGHUVWDQGLQJ�WKH�QDWXUH�DQG�FDXVHV�RI�&('�
1RWHV�� 7KH�µ5RFKHVWHU�6FKRRO¶�UHIHUV�WR�D�UHVHDUFK�WUDGLWLRQ�LQ�HFRQRPLFV�DQG�DFFRXQWLQJ�ZKLFK�KDV�LWV�RULJLQV�LQ�WKH�&KLFDJR�6FKRRO�RI�(FRQRPLFV¶�FRQFHSW�RI�µSRVLWLYH¶�HFRQRPLFV��)ULHGPDQ���������WKH�FHQWUDO�DVVXPSWLRQ�RI�ZKLFK�LV�URRWHG�LQ�3DUHWR�RSWLPDOLW\��VHH��IRU�H[DPSOH��5HGHU��������DQG�ZKLFK�LV�VWURQJO\�ZHGGHG�WR�UHDOLVP�DQG�HPSLULFLVP��VHH�&KDSWHU�����7KLV�WUDGLWLRQ�LV�FRPPRQO\�DVVRFLDWHG�ZLWK�WKH�8QLYHUVLW\�RI�5RFKHVWHU��1HZ�<RUN��DQG�WKH�8QLYHUVLW\�RI�&KLFDJR��WKHVH�WZR�XQLYHUVLWLHV�EHLQJ� WKH� DQFHVWUDO�KRPH�RI� WKH�RULJLQDO� LGHDV�DQG�VXEVHTXHQW�GHY HORSPHQWV� LQ� WKH�UHVHDUFK�PHWKRG�DQG�HPSLULFDO�VWXGLHV��7KH�5RFKHVWHU�6FKRRO�LV�DOVR�WKH�LQWHOOHFWXDO�KRPH�RI�WKH�5RFKHVWHU� 6FKRRO� RI�$FFRXQWLQJ WR�ZKLFK�:DWWV� DQG�=LPPHUPDQ� �VHH�EHORZ��� DPRQJVW�RWKHUV��EHORQJ��� 7KH� ILQDQFH� ZLQJ� RI� QHR�FODVVLFDO� HFRQRPLFV� LV� VHHQ� E\� PDQ\� DV� WKH� µKDUGHVW¶� RI� WKH� VRFLDO�VFLHQFHV�DQG�HPSOR\V�UKHWRULFDO�WHFKQLTXHV��7KHVH�WHFKQLTXHV�LQYROYH�WKH�XVH�RI�UHVHDUFK�PHWKRGV�ZKLFK�DUH�FODLPHG�WR�SURYLGH�µKDUG�HYLGHQFH¶�EHLQJ�EDVHG�RQ�D�VWUXFWXUDO �IXQFWLRQDOLVW�YLHZ�RI�WKH�VRFLDO�ZRUOG��VHH�&KDSWHU�����6XFK�µKDUG¶�HYLGHQFH�LV�OLNHO\�WR�EH�PRUH�SHUVXDVLYH�WR�LWV�LQWHQGHG�DXGLHQFH�WKDQ�RWKHU�IRUPV�RI�HYLGHQFH��0F&ORVN\���������� 7KH�5RFKHVWHU�6FKRRO�EUDQG�RI�DJHQF\� WKHRU\ DQG� WKH� WHUP�HFRQRPLF�DJHQF\� WKHRU\� �($7��DV�XVHG� LQ� WKH� SUHVHQW� VWXG\� PD\�� IRU� DOO� SUDFWLFDO� SXUSRVHV�� EH� DVVXPHG� WR�EH�RQH�DQG� WKH� VDPH��2WKHU�LQIOXHQFHV�RQ�WKH�PRGHO�RI�DJHQF\�WKHRU\�DV�HPSOR\HG�KHUH�DUH�GLVFXVVHG�LQ�WKLV�FKDSWHU�EXW�WKH�SUHGRPLQDQW�LQIOXHQFH�EHORQJV�WR�WKH�5RFKHVWHU�6FKRRO��� :KLOVW�WKH�DUJXPHQWV�IRU�UHMHFWLQJ�WKH�5RFKHVWHU�EUDQG�RI�DJHQF\�WKHRU\�KDYH�EHHQ�ZHOO�UHKHDUVHG�HOVHZKHUH�IURP�D�QXPEHU�RI�GLIIHUHQW�SHUVSHFWLYHV��VHH��IRU�H[DPSOH��$UPVWURQJ��������$UULQJWRQ�
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DQG�)UDQFLV��������&KULVWHQVHQ��������*DIILNLQ��������+LQHV������E��/RZH� HW�DO���������0DWKHZVDQG�3HUHUD��������5RQHQ��������5\DQ� HW�DO���������6FKUHXGHU��������6WHUOLQJ��������7LQNHU�DQG�2NFDERO��������7LQNHU�HW�DO���������:KLWWLQJWRQ���������������WKH�SRVLWLRQ�DGRSWHG�LQ�WKH�SUHVHQW�VWXG\� LV� HVVHQWLDOO\� SUDJPDWLF�� KDYLQJ� GXH� UHJDUG� WR� WKH� ERXQGD ULHV� ZLWKLQ� ZKLFK� WKH� SUHVHQW�SURMHFW�ZDV�FRQVWUXFWHG��+RZHYHU��UHDGHUV�VKRXOG�EH�DZDUH�RI�WKH�YHUDFLW\�RI�FULWLFLVP�OHYHOOHG�DW�WKH�PHWKRGRORJ\ RI� µSRVLWLYH¶� DFFRXQWLQJ� UHVHDUFK��SDUWLFXODUO\�&KULVWHQVHQ� �������ZKR�DVVHUWV�WKDW�PHPEHUV�RI� WKH�5RFKHVWHU�6FKRRO�DUH� LJQRUDQW�RI� WKH�PHDQLQJ�RI�PHWKRGRORJ\��GHVFULELQJ�SRVLWLYH�DFFRXQWLQJ�WKHRU\��3$7��DV�D�SKLORVRSK\�RI�VFLHQFH�WKDW�LV�³«QR�ORQJHU�WDNHQ�VHULRXVO\´��S������ DQG� 6WHUOLQJ� �������ZKR� DVVHVVHV� LWV� DFFRPSOLVKPHQWV�� ERWK� DFWXDO� DQG�SRWHQWLDO�� WR� EH�³«QRQH[LVWHQW�«´��S�������FODVVLI\LQJ�3$7�DV�D�PHUH�³«�µFRWWDJH�LQGXVWU\¶�DW�WKH�SHULSKHU\�RI�DFFRXQWLQJ�WKRXJKW«´��S������7KHVH�FULWLFLVPV�KDYH�EHHQ�FDVXDOO\�VKUXJJHG�RII�E\�WKH� 5RFKHVWHU�6FKRRO LQ�D�IRRWQRWH��-HQVHQ��������DQG�VHHP�WR�KDYH�KDG�OLWWOH�HIIHFW� RQ�DFFRXQWLQJ�UHVHDUFKHUV�HDJHU�WR�GHPRQVWUDWH�WKDW�WKH\�DUH�DEUHDVW�RI�WKH�PHWKRGRORJLFDO�YLHZV�WKH\�SHUFHLYH�DV�µQRUPDO¶�VFLHQFH��*DIILNLQ���������� 7KHUH� LV� D� IXQGDPHQWDO� GLIIHUHQFH� EHWZHHQ� µSRVLWLYH¶� HFRQRPLFV� DV� GHVFULEHG� KHUH� DQG� ORJLFDO�SRVLWLYLVP �6FKUHXGHU����������7KH�ODWWHU�LV�FRQFHUQHG�ZLWK�ZKDW�µFDQ�EH¶��ZKHUHDV�WKH�IRUPHU�LV�FRQFHUQHG�RQO\�ZLWK�ZKDW� LV��(VVHQWLDOO\��WR�GHQ\�WKH�H[LVWHQFH�RI�WKDW�ZKLFK�FDQQRW�EH�REVHUYHG�HPSLULFDOO\�LV�YHU\�GLIIHUHQW�IURP�VHHNLQJ�WR�WHVW�WKH�YHULILDELOLW\�RU�UHIX WDELOLW\�RI�D�SURSRVLWLRQ�XVLQJ�ORJLF�DQG�RU�VFLHQWLILF�PHWKRG��� %HONDRXL��������LQFRUUHFWO\ DWWULEXWHV�WKLV�WR�-RKQ�0D\QDUG .H\QHV��������������WKH�RULJLQDWRU�RI�µ.H\QHVLDQ�HFRQRPLFV¶�EDVHG�RQ�KLV�KLJKO\�LQIOXHQWLDO�*HQHUDO�7KHRU\�RI�(PSOR\PHQW��,QWHUHVW�DQG�0RQH\ �������� ,Q�DFWXDO� IDFW� LW�ZDV�.H\QHV¶�IDWKHU��-RKQ� 1HYLOOH .H\QHV��������������VHH�)ULHGPDQ�������S����*DIILNLQ�������S������D�%ULWLVK�ORJLFLDQ�DQG�HFRQRPLVW�ZKR�OHFWXUHG�LQ�PRUDO�VFLHQFH�DW�&DPEULGJH�8QLYHUVLW\��(QJODQG��ZKR�GHILQHG�SRVLWLYH�VFLH QFH�LQ�WKLV�ZD\���� ,Q�SKLORVRSK\��µLQVWUXPHQWDOLVP¶�LV�D�WHUP�DSSOLHG�WR�D�YLHZ�DERXW�WKH�VWDWXV�RI�VFLHQWLILF�WKHRULHV�KHOG�E\�DQWL�UHDOLVW�SKLORVRSKHUV�RI�VFLHQFH�VXFK�DV�*HRUJH�%HUNHOH\�������������DQG�(UQVW�0DFK�������������� ,Q� HVVHQFH�� LQVWUXPHQWDOLVWV YLHZ� WKHRULHV� DV� PHUHO\� LQVWUXPHQWV�� L�H�� WRROV� RU�FDOFXODWLQJ� GHYLFHV� IRU� GHULYLQJ� REVHUYDEOH� VWDWHPHQWV� �SUHGLFWLRQV�� IURP� RWKHU� REVHUYHG�SKHQRPHQD� RU� GDWD� �)OHZ�� ������� )URP� DQ� LQVWUXPHQWDOLVW� SHUVSHFWLYH�� LW� LV� QRQVHQVLFDO� WR�FRQVLGHU�ZKHWKHU�D� WKHRU\ LV� WUXH�RU� IDOVH� VLQFH� LW�FDQ�EH�QHLWKHU�RQH�QRU� WKH�RWKHU��)ULHGPDQ¶V�JHQHUDO� SURSRVLWLRQ� KDV� EHHQ� FKDOOHQJHG� E\� D� QXPEHU� RI� HFRQRPLVWV� �VHH�� IRU� H[DPSOH��1DJHO��������6DPXHOVRQ���������$V�QRWHG�E\�/RZH� HW�DO����������RQH�VLJQLILFDQW�SUREOHP��LOOXVWUDWHG E\�WKH�ZRUN�RI�.XKQ���������ZKLFK�)ULHGPDQ¶V�SRVLWLYLVW�DSSURDFK�OHDYHV�XQDQVZHUHG�RFFXUV�ZKHUH�WZR�WKHRULHV��ERWK�RI�ZKLFK�\LHOG�WKH�VDPH�SUHGLFWLRQV�DQG�ZKLFK�DFFRUG�ZLWK�WKH�DSSDUHQW�IDFWV��,Q�WKLV�VLWXDWLRQ��WKHUH�LV�QR�PHDQV�RI�GHFLGLQJ�ZKLFK�RI�WKH� WZR�WKHRULHV�LV�PRUH�FRUUHFW�WKDQ�WKH�RWKHU��7KLV�LVVXH�LV�SDUWLFXODUO\�UHOHYDQW�LQ�WKH�FRQWH[W�RI�WKH�SUHVHQW�VWXG\��VHH�&KDSWHU������� (PSLULFLVP�JUHZ�RXW�RI�D�GLVVDWLVIDFWLRQ�ZLWK��DQG�DV�D�FRXQWHU�SKLORVRSK\�WR��µUDWLRQDOLVP¶�LQ�WKH�VHYHQWHHQWK�� HLJKWHHQWK� DQG� QLQHWHHQWK� FHQWXULHV� DQG� FDQ� EH� WUDFHG� EDFN� WR� WUDGH� JXLOGV� DQG�SURIHVVLRQV�ZKLFK�SODFHG�HPSKDVLV�RQ� WKH� WUDQVIHU�RI�VNLOOV�E\�FDUHIXO�REVHUYDWLRQ�DQG�SUDFWLFH��PDVWHU� WR� DSSUHQWLFH�� UDWKHU� WKDQ� WKURXJK� D� IRUPDO�� FODVVLFDO� HGXFDWLRQ� V\VWHP�� 7KLV� OHG WR� D�SKLORVRSK\�EDVHG�RQ�WKH�QRWLRQ�WKDW�WUXH�NQRZOHGJH�FDQ�RQO\�EH�DFTXLUHG�WKURXJK�WKH�VHQVHV��L�H��REVHUYDWLRQ��DQG�WKDW�WKH�RQO\�URXWH�WR�FHUWDLQ�NQRZOHGJH�ZDV�QRW�WKURXJK�QRQ �REVHUYDEOH�UHDVRQ�DQG� ORJLF� EXW� WKURXJK� H[SHULHQFH� YLD� SHUFHSWLRQ�� ([HPSODUV� RI� WKLV� OLQH� RI� UHDVRQLQJ� LQFOXGH�%DFRQ��+XPH��/RFN�DQG�%HUNHOH\��$OWKRXJK�PRGHUQ�HPSLULFLVWV�KDYH�UHOLQTXLVKHG�WKH�QRWLRQ�WKDW�NQRZOHGJH� LV� RQO\ GHWHUPLQHG� E\� H[SHULHQFH�� WKH\� FRQWHQG� WKDW� NQRZOHGJH� DFTXLUHG� WKURXJK�H[SHULHQFH��L�H��REVHUYDWLRQ�LQ�WKH�µUHDO�ZRUOG¶��UHSUHVHQWV�D�YDOLG�EDVLV�IRU�GHWHUPLQLQJ�RXU�EHOLHIV�DERXW�ZKDW�ZH�NQRZ��7KLV�SKLORVRSKLFDO�SRVLWLRQ�FRQWUDVWV�ZLWK�WKDW�RI�WKH�SRVW �HPSLULFLVW�VFKRRO��VXFK�DV�.XKQ��������DQG�/DNDWRV���������ZKR�DUJXHG�WKDW� REVHUYDWLRQ�LV�WKHRU\�ODGHQ��VXFK�WKDW�LW� LV� LPSRVVLEOH� WR� VHSDUDWH� µYDOXHV¶� IURP� µREVHUYDWLRQV¶�� ,I� HPSLULFDO� REVHUYDWLRQV� DUH� WKHRU\ �ODGHQ�� WKHQ� LW� EHFRPHV� LPSRVVLEOH� WR� WHOO� ZKHWKHU� DQ� REVHUYDWLRQ� LV� YHULI\LQJ� RU� UHIXWLQJ� D�SDUWLFXODU� WKHRU\�RU� WKH� WKHRUHWLFDO�SUHVXSSRVLWLRQV�RI� WKH�REVHUYHU��5\DQ�HW�DO����������$�PRUH�WHQDEOH�HPSLULFDO SRVLWLRQ�PLJKW�EH�WR�DFFHSW�WKDW�REVHUYDWLRQV�DQG�PHDVXUHPHQWV�DUH�VXVFHSWLEOH�WR� LQWHUSUHWDWLRQ� EXW� WKDW� WKURXJK� UHSOLFDWLRQ�� FROOHFWLYH� DQG� LQGHSHQGHQW� H[SHULPHQWHUV� FDQ�GHVHQVLWLVH� REVHUYDWLRQV� WR�PHDQLQJ� YDULDQFH� DQG� WKHRUHWLFDO� FRQGLWLRQLQJ� �5\DQ� HW� DO��� �������+RZHYHU��+DEHUPDV��������FDXWLRQV�DJDLQVW�SODFLQJ�WRR�PXFK�UHOLDQFH�RQ�HPSLULFLVP�DV�WKH�VROH�
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EHJHWWHU�RI� µWUXWK¶�GXH� WR� WKH�VXEMHFWLYLW\�RI�PHDQLQJV�DQG� LQWHUSUHWDWLRQV�JLYHQ� WR�REVHUYDWLRQV�PDGH�LQ�WKH�VRFLDO�VFLHQFHV��0RUHRYHU��UHVHDUFK��DV�D�VRFLDO�SURFHVV��LV�JRYHUQHG�E\�VRFLDO�QRUPV�DQG�YDOXHV�ZKLFK�DUH�ILHUFHO\�SURWHFWHG�E\�WKRVH�ZKRVH�UHSXWDWLRQ�DQG�VWDQGLQJ�PDWWHUV�WR� WKHP��DQG�ZKRVH� UROH�DV� µJDWHNHHSHUV¶� IRU� WKH�DVVHVVPHQW�DQG�SXEOLFDWLRQ�RI�UHVHDUFK�DFFRUGV� WKHP�D�SRVLWLRQ�RI�FRQVLGHUDEOH�SRZHU�DQG�LQIOXHQFH�RYHU�ZKDW�LV�GHHPHG�WR�EH�µJRRG�VFLHQFH¶��$V�VXFK�SHUKDSV� WKH� RQH� UHGHHPLQJ� TXDOLW\�� RU� µWKH� JRYHUQLQJ� PRUDO� SULQFLSOH¶� LV� WKDW� D� UHVHDUFKHU�SXEOLVKHV�RQO\�WKDW�ZKLFK�V�KH�KRQHVWO\ EHOLHYHV�WR�EH�WUXH��+DUUH��������DQG�LW�LV�OHIW�XS�WR�KLV�KHU�SHHUV�WR�GHFLGH�ZKHWKHU�RU�QRW�WKH�UHVHDUFKHU�KDV�µPDGH�WKH�JUDGH¶��� $�GHWDLOHG�GLVFXVVLRQ�RI�WKH�SKLORVRSK\�RI�VFLHQFH�LVVXHV�XQGHUO\LQJ�3$7�LV�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\��+RZHYHU�� LW�LV�LPSRUWDQW�WR�DSSUHFLDWH�WKH�FHQWUDO�UROH�ZKLFK�ERWK�QHRFODVVLFDO�HFRQRPLFV� LQ� JHQHUDO� DQG� DJHQF\� WKHRU\� LQ� SDUWLFXODU� SOD\� LQ� 3$7� UHVHDUFK�� 7KH� DVVXPSWLRQV�XQGHUO\LQJ� ERWK� QHRFODVVLFDO� HFRQRPLFV� DQG� DJHQF\� WKHRU\� DUH� WDNHQ� IRU� JUDQWHG� E\� 3$7�UHVHDUFKHUV�ZKR�SODFH� DOO� WKHLU�PHWKRGRORJLFDO� HPSKDVLV�RQ� WKH�VWUHQJWK�RI� WKHLU�K\SRWKHVHV� WR�SUHGLFW�DQG�H[SODLQ�EHKDYLRXU��,W�LV�WKHVH�PHWKRGRORJLFDO�DVVXPSWLRQV�ZKLFK�KDYH�EHHQ�WKH�FHQWUDO�FRQFHUQ�RI�FULWLFV�RI�DJHQF\�WKHRU\�DQG�3$7��VHH�DERYH���WKHLU�EDVLF�DU JXPHQW�EHLQJ�WKDW�LW�LV�QRW�SRVVLEOH� WR� VHSDUDWH� WKH� DVVXPSWLRQV� XQGHUO\LQJ� D� WKHRUHWLFDO� FRQVWUXFW� VXFK� DV� DJHQF\� WKHRU\�IURP�WKH�YDOXH�RI�UHVHDUFK�UHVXOWV�GHULYHG�IURP�WKH�HPSLULFDO�DSSOLFDWLRQ�RI�WKDW�FRQVWUXFW���� 7KH�WHUP�µSRVLWLYH¶�DV�XVHG�E\�:DWWV�DQG�=LPPHUPDQ�WR�GHVFULEH�D�EUDQFK�RI�DFFRXQWLQJ�UHVHDUFK�VKRXOG�QRW�EH�FRQIXVHG�ZLWK�WKH�WHUP�µSRVLWLYLVP¶�DV�XVHG�LQ�D�SKLORVRSK\�RI�VFLHQFH�FRQWH[W��H�J��ORJLFDO�SRVLWLYLVP���7KHVH�WZR�WHUPV�DUH�XQUHODWHG�WR�RQH�DQRWKHU��WKH�IRUPHU�EHLQJ�XVHG�PHUHO\�WR�GLVWLQJXLVK� QRUPDWLYH� DFFRXQWLQJ� UHVHDUFK� IURP� UHVHDUFK� DLPHG� DW� H[SODLQLQJ� DQG� SUHGLFWLQJ�DFFRXQWLQJ�SUDFWLFH��:DWWV�DQG�=LPPHUPDQ����������� $OWKRXJK� WKH�PRQRSROLVWLF� K\SRWKHVLV� ZDV� UHIXWHG� E\� VRPH� �VHH�� IRU� H[DPSOH�� %HDYHU�� �������RWKHUV��IRU�H[DPSOH��.DPLQ�DQG�5RQHQ��������FRQFOXGHG�WKDW�D�PDMRULW\�RI�ILUPV�EHKDYHG� DV�LIWKH\�ZHUH�LQFRPH�VPRRWKHUV�ZLWK�PDQDJHPHQW�FRQWUROOHG�ILUPV�DSSHDULQJ�WR�VPRRWK�LQFRPH�WR�D�JUHDWHU�H[WHQW�WKDQ�RZQHU�FRQWUROOHG�ILUPV����� 2QH�RI�WKH�FKLHI�FRQFHUQV�YRLFHG�E\�:DWWV��������DQG�:D WWV�DQG�=LPPHUPDQ��������LV�WKDW�WKH�IRFXV� RI� DFFRXQWLQJ� UHVHDUFKHUV� RQ� SUHVFULSWLYH� WKHRU\� KDG� OHG� WR� D� SUROLIHUDWLRQ� RI� GLYHUJHQW�YLHZV�RQ� WKH�UROH�DQG�SXUSRVH�RI�ILQDQFLDO�DFFRXQWLQJ�DQG�UHSRUWLQJ��DQG��DV�D�UHVXOW��DFDGHPLF�WKHRU\� IDLOHG� WR� H[HUFLVH� DQ\� VLJQLILFDQW� LQIOXHQFH� RQ� DFWXDO� DFFRXQWLQJ� SUDFWLFH�� :DWWV� DQG�=LPPHUPDQ� ������� DUJXH� WKDW� WKLV� ZDV� EHFDXVH� UHVHDUFK� LQ� DFFRXQWLQJ� KDG�� KLWKHUWR�� EHHQ�µXQVFLHQWLILF¶� GXH� WR� LV� SUHRFFXSDWLRQ� ZLWK� D� SULRUL �L�H�� SRVWXODWLRQDO�� UHVHDUFK� DQG� WKXV� ZDV�RYHUWO\ QRUPDWLYH���� :DWWV�DQG�=LPPHUPDQ��������S������QRWH�WKDW�ILQDQFH�WKHRULHV�DW�WKDW�WLPH�DVVXPHG�LQIRUPDWLRQ�WR�EH�FRVWOHVV�DQG�WKDW�WUDQVDFWLRQ�FRVWV�ZHUH�DEVHQFH�IURP�ERWK�WKH�0RGLJOLDQL�DQG�0LOOHU��������DQG�FDSLWDO�DVVHW�SULFLQJ�PRGHO��&$30��IUDPHZRUNV���� 7KHUH�LV�HPSLULFDO�HYLGHQFH�ZKLFK�VXSSRUWV�WKH�(0+��VXFK�DV�IRU�H[DPSOH��LQ�UHODWLRQ�WR�WKH�QRQ �LPSDFW�RI�FKDQJHV�LQ�WKH�PHWKRG�RI�GHSUHFLDWLRQ��H�J��$UFKLEDOG��������DQG�RI�GLIIHUHQFHV�LQ�WKH�PHWKRG� RI� DFFRXQWLQJ� IRU� EXVLQHVV� FRPELQDWLRQV� �H�J�� +RQJ� HW� DO��� ������ RQ� VKDUH� SULFHV��+RZHYHU�� WKHUH� LV� FRQVLGHUDEOH� HPSLULFDO� HYLGHQFH� FRQWUDGLFWLQJ� WKH� (0+� �VHH�� IRU� H[DPSOH��'\FNPDQ�DQG�0RUVH���������+LQHV���������IRU�H[DPSOH��UDLVHV�D�VHULRXV�TXHVWLRQ�PDUN�RYHU�WKH�(0+��KHU�ILQGLQJV�LQGLFDWLQJ�WKDW�VKDUHKROGHUV� DUH�KHWHURJHQHRXV�UDWKHU�WKDQ�KRPRJHQHRXV�DQG��PRUHRYHU��GLIIHU�LQ�WHUPV�RI�ERWK�WKHLU�LQWHUSUHWDWLYH�VNLOOV�DQG�WKHLU�H[SHFWDWLRQV�RI�IXWXUH�UHWXUQV��+HQFH��LW�PD\�EH�SUHVXPSWXRXV�WR�DVVXPH�WKDW�WKHUH�LV�D�FRQVLVWHQW�DQG�HIILFLHQW�UHDGLQJ�RI�WKH�YDULRXV�VRXUFHV�RI�LQIRUPDWLRQ�DYDLODEOH�WR�LQYHVWRUV�DQG�WKDW�LQYHVWRUV�KDYH�VLPLODU�H[SHFWDWLRQV�DQG� WKXV� YDOXDWLRQ� PRGHOV�� 5DWKHU�� LW� PD\� EH� PRUH� SODXVLEOH� WR� UHFRJQLVH� WKH� LQYHVWPHQW�FRPPXQLW\� DV� EHLQJ� FRPSULVHG� RI� GLIIHUHQW� IDFWLRQV�� ZLWK� VRPH� HVSRXVLQJ� )ULHGP DQ¶V� ������������� YLHZ� RQ� WKH� VRFLDO� UHVSRQVLELOLWLHV� RI� EXVLQHVV� FRUSRUDWLRQV�ZKHUHDV� RWKHUV�� SDUWLFXODUO\�WKRVH�ZKR� LQYHVW� LQ� WKH� HPHUJLQJ� DQG� JURZLQJ�PDUNHW� IRU� HWKLFDO� DQG� JUHHQ� LQYHVWPHQW� IXQGV��WDNLQJ�D�GLIIHUHQW��PRUH�HWKLFDO�YLHZ���� 1HR�FODVVLFDO�HFRQRPLVWV�PDGH�D�IXUWKHU�VHULHV�RI�DVVXPSWLRQV�WR�DVVLVW�WKHLU�DQDO\VLV�LQ�SUHGLFWLQJ�WKH� EHKDYLRXU� RI�PDUNHWV� DQG� ILUPV�� )RXU�RI� WKH�PRVW� LPSRUWDQW� DVVXPSWLRQV�ZHUH�� WKH�RZQHU �PDQDJHU�� L�H�� WKH� RZQHU� RI� WKH� ILUP� LV� DOVR� UHVSRQVLEOH� IRU� LWV� GD\� WR�GD\�PDQDJHPHQW��SHUIHFW�FRPSHWLWLRQ��SHUIHFW�NQRZOHGJH��DQG��]HUR�WUDQVDFWLRQ�FRVWV��2YHU�WLPH�VRPH�RI�WKHVH�DVVXPSWLRQV�KDYH� EHHQ� UHOD[HG� DV� QHR�FODVVLFDO� HFRQRPLVWV� VRXJKW� WR� LQWURGXFH� JUHDWHU� µUHDOLVP¶� LQWR� WKHLU�
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DQDO\VLV� �VHH�� IRU� H[DPSOH�� +DUW�� ������� )RU� DQ� RYHUYLHZ� RI� WKH� DVVXPSWLRQV� RI� QHR�FODVVLFDO�HFRQRPLFV�LQ�WKH�FRQWH[W�RI�WKHLU�LPSDFW�RQ�DFFRXQWLQJ�VHH��IRU�H[DPSOH��/HKPDQ��������&KDSWHU������� 7KLV�DVVXPSWLRQ�RI�WKH�EHKDYLRXU�RI�PDUNHWV�LV�FORVHO\�ZHGGHG�WR�WKH�VLJQLILFDQW�IDLWK�ZKLFK�3$7�UHVHDUFKHUV�SODFH LQ�WKH�HIIHFWLYHQHVV�RI�WKH�IUHH�PDUNHW�V\VWHP��5\DQ�HW�DO����������7KLV�LVVXH�LV�DQ� LPSRUWDQW� RQH�� WKRXJK�QRW� DGGUHVVHG� KHUH�� EHFDXVH� LW� UHIOHFWV� WKH� LGHRORJLFDO� DFFHSWDQFH� E\�3$7�UHVHDUFKHUV�RI�SULYDWH�LQWHUHVWV�ZKLFK��LQ�WXUQ��LPSOLHV�DQ�DFFHSWDQFH�RI� WKH�H[LVWLQJ�VRFLDO�RUGHU�DQG�WKH�SULYLOHJLQJ�RI�WKH�VKDUHKROGHU�DQG�PDQDJHULDO�FODVVHV��&ULWLFDO�DFFRXQWLQJ�VFKRODUV��VHH��IRU�H[DPSOH��&RRSHU�DQG�6KHUHU��������3X[W\�DQG�/DXJKOLQ��������KDYH�DVNHG�WKH�LPSRUWDQW�TXHVWLRQ�RI�ZKHWKHU�DQ�DQDO\VLV�RI�WKH�UHODWLRQVKLS�EHWZHHQ�WZR�DFWRUV�LQ�VRFLHW\��PDQDJHUV�DQG�VWDNHKROGHUV��LV�DQ�DSSURSULDWH�EDVLV�IRU�DQDO\VLQJ�WKH�HIIHFWV�RI�DFFRXQWLQJ�VWDQGDUGV�RQ� VRFLDO�ZHOIDUH�� 7KLV� LQ� WXUQ� OHG� WR� FDOOV� IURP� D� QXPEHU� RI� UHVHDUFKHUV� IRU� UHVHDUFK� LQ� DFFRXQWLQJ� WR�DGGUHVV�WKH VRFLDO�QDWXUH�RI�DFFRXQWLQJ�DQG�WKH�UROH�RI�ILQDQFLDO�UHSRUWLQJ�LQ�D�ZLGHU�HFRQRPLF��VRFLDO� DQG� SROLWLFDO� SHUVSHFWLYH� �5\DQ� HW� DO��� ������� 7KLV� ZLGHU� SHUVSHFWLYH� LV� FRQVLGHUHG� LQ�&KDSWHUV���DQG���RI�WKLV�WKHVLV�LQ�WKH�FRQWH[W�RI�&('��+RZHYHU��LW�LV�LPSRUW DQW�WR�DSSUHFLDWH�WKDW�WKH�FKRLFH�RI�ZKDW�WR�VWXG\�ZLWKLQ�
WKH�5RFKHVWHU�6FKRRO¶V�DYRZHG�FRQFHUQ�ZLWK�µZKDW�LV¶�LV�LWVHOI�D� QRUPDWLYH� LVVXH��$V�*DIILNLQ� ������� ULJKWO\� SRLQWV� RXW�� LW� LV� VLPSO\� QRW� SRVVLEOH� WR� GHVFULEH�µZKDW� LV¶� IURP� WKH� QHDU�LQILQLWH� YDULHW\� RI� UHDOLW\� ZLWKRXW� LQIOXHQFLQJ� WKH� FRQVWUXFWLRQ� RI� WKDW�UHDOLW\� � FKRLFHV� KDYH� WR� EH�PDGH� DQG� DQ\� µUHDOLW\¶� LV� DOZD\V� UHODWLYH��7KH�5RFKHVWHU�6FKRRO¶V�GHFLVLRQ� WR� IRFXV� RQ� PDQDJHUV� DQG� VWDNHKROGHUV� UHIOHFWV� D� QRUPDWLYH� SRVLWLRQ� EDVHG� XSRQ�XQGHUO\LQJ� YDOXH� DQG� EHOLHI� V\VWHPV�� ,Q� WKDW� FRQWH[W�� WR� VHH� DFFRXQWLQJ� LQIRUPDWLRQ� DV� DQ�HFRQRPLF�JRRG� LV� D� QRUPDWLYH SRVLWLRQ�JLYHQ� WKDW�RWKHU��DOWHUQDWLYH�SHUVSHFWLYHV�RQ�DFFRXQWLQJ�LQIRUPDWLRQ�DUH�HTXDOO\�SODXVLEOH���� $OWKRXJK� WKLV�PLJKW� VHHP� WR�EH�D� UXGLPHQWDU\�FDULFDWXUH�RI� WKH�PRGHUQ� ILUP� LW�KDV� UHWDLQHG� LWV�DOOXUH�WR�QHR�FODVVLFDO�HFRQRPLVWV�IRU�D�QXPEHU�RI�UHDVRQV��+DUW��������LW�OHQGV�LWVHOI�WR�HOHJDQW�PDWKHPDWLFDO� IRUPXODWLRQ�� LW� LV� SDUWLFXODUO\� XVHIXO� DV� D� PRGHO� LQ� SUHGLFWLQJ� KRZ� D� ILUP¶V�SURGXFWLRQ�SODQV�UHVSRQG�WR�H[RJHQRXV��L�H��H[WHUQDO��FKDQJHV�LQ�LWV�RSHUDWLQJ�HQYLURQPHQW��VXFK�DV� D� FKDQJH� LQ� WD[� RQ� VDOHV� RU� DQ� LQFUHDVH� LQ� ZDJHV��� DQG�� LW� LV� DOVR� XVHIXO� IRU� DQDO\VLQJ� WKH�EHKDYLRXU�RI�ILUPV�XQGHU�FRQGLWLRQV�RI�QRQ�SHUIHFW�FRPSHWLWLRQ��VXFK�DV�LQ�WKH�FDVH�PRQRSROLVWLF�DQG�ROLJRORSROLVWLF�FRPSHWLWLRQ����� /HUQHU� ������� UHIHUV� WR� H[FKDQJHV� XQGHU� WKH� FRQYHQWLRQDO� QHR �FODVVLFDO� PRGHO� RI� WKH� ILUP� DV�µVROYHG�SROLWLFDO�SUREOHPV¶��DOOXGLQJ�WR�WKH�IDFW�WKDW�DOO�FRQWUDFWV�IRU�WKH�H[FKDQJH�RI�JRRGV�DQG�VHUYLFHV� DUH� ERWK� FRPSUHKHQVLYH� DQG� IXOO\� HQIRUFHDEOH� DW� QR� FRVW� WR� WKH� H[FKDQJLQJ� SDUWLHV��+RZHYHU��SUREOHPV�FDQ�DULVH�ZKHUH�FRPSUHKHQVLYH�FRQWUDFWV�DUH�QRW�IHDVLEOH�RU�HQIRUFHDEOH��VHH��IRU�H[DPSOH��%RZOHV�DQG�*LQWLV����������� 7KH� PDLQ� WHQHWV� RI� WKH� EHKDYLRXUDO� VFKRRO� DUH� WKDW� ILUPV� DWWHPSW� WR� VDWLVILFH� UDWKHU� DGRSWLQJ�PD[LPLVLQJ�EHKDYLRXU�DQG�WKDW�WKH�ILUP�LV�D�VHW�RI�LQGLYLGXDOV�DQG�JURXSV�HDFK�RI�ZKLFK�KDV�LWV�RZQ�JRDOV��OHDGLQJ�WR�D�FRQWLQXRXVO\�EDUJDLQLQJ�SURFHVV�DQG�WKH�SXUVXLW�RI�PDQ\�FRPSOH[�JRDOV��%DQQRFN�HW�DO����������+RZHYHU��WKH�WKHRU\�KDV�QRW�GLVSODFHG�WKH�QHR�FODVVLFDO�WKHRU\�RI�WKH�ILUP�JLYHQ� WKDW�� XQOLNH� WKH� ODWWHU�� LW� LV� XQDEOH� WR� SUHGLFW� WKH� EHKDYLRXU� RI� ILUPV� LQ� DQ\� SDUWLFXODU�FLUFXPVWDQFHV��$V�KDV�EHHQ�PHQWLRQHG�SUHYLRXVO\�� WKH�QHR �FODVVLFDO�WKHRU\�RI�WKH�ILUP�GRHV�QRW�DWWHPSW�WR�ORRN�LQVLGH�ILUPV�WR�VHH�ZKDW�LV�WDNLQJ�SODFH�EXW�WR�SURYLGH�D�FRQVWUXFW�WKURXJK�ZKLFK�WR�SUHGLFW�SURGXFWLRQ�DQG�FRQVXPSWLRQV�EHKDYLRXU�SDWWHUQV�LQ�UHVSRQVH�WR�SULFH�FKDQJHV�FDXVHG�E\�H[RJHQRXV�HYHQWV� DW� WKH� DJJUHJDWH� OHYHO� �VHH�� IRU� H[DPSOH��'HPVHW]�� ������ IRU� D�PRUH�GHWDLOHG�H[SORUDWLRQ�RI�WKH�QHR�FODVVLFDO�HFRQRPLF�WKHRU\�RI�WKH�ILUP����� -HQVHQ�DQG�0HFNOLQJ���������IRU�H[DPSOH��GLG�QRW�FRQVLGHU�LW�QHFHVVDU\�WR�UHOD[�WKH�PD[LPLVLQJ�DVVXPSWLRQ�� µ:H� UHWDLQ� WKH� QRWLRQ� RI�PD[LPLVLQJ� EHKDYLRXU� RQ� WKH� SDUW� RI� DOO� LQGLYLGXDOV�«¶��S��������� ,W� LV� ZRUWK� QRWLQJ� WKDW� PDQ\� RI� WKHVH� DOWHUQDWLYH� WKHRULHV� RI� WKH� ILUP� DUH� UHJDUGHG� E\� VRPH�HFRQRPLVWV�DV�RIWHQ�ODFNLQJ�SUHFLVLRQ�DQG�ULJRXU�DQG�FRQVHTXHQWO\�KDYH�IDLOHG��E\�DQG�ODUJH��WR�UHPRYH� WKH� QHR�FODVVLFDO� WKHRU\� RI� WKH� ILUP� IURP� LWV� GRPLQDQW� DQG� ORIW\� SRVLWLRQ� RI� DXWKRULW\��+DUW������������ µ,QIRUPDWLRQ�HFRQRPLFV¶�IRFXVHV�RQ�WKH�LQIRUPDWLRQ�SUREOHPDWLF�DULVLQJ�IURP�D�UHOD[DWLRQ�RI�WKH�QHR�FODVVLFDO�HFRQRPLF�DVVXPSWLRQV�WKDW�LQGLYLGXDO�LQYHVWRUV�KDYH�SHU IHFW�LQIRUPDWLRQ�DW�]HUR�FRVW�DQG� ZLWK� QR� XQFHUWDLQW\�� %\� LQWURGXFLQJ� XQFHUWDLQW\� LQWR� WKH� DQDO\VLV�� LQIRUPDWLRQ�� LQFOXGLQJ�
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DFFRXQWLQJ��WDNHV�RQ�WKH�IHDWXUHV�RI�D�FRPPRGLW\�ZKLFK�FDQ�EH�WUDGHG�DQG�YDOXHG�LQ�WHUPV�RI�LWV�FRVWV� DQG� EHQHILWV� �VHH�� IRU� H[DPSOH�� =LPPHUPDQ�� ������� ,QIRUPDWLRQ� HFRQRPLFV� SURYLGHG�UHVHDUFKHUV�ZLWK�D�ZD\�RI�GHDOLQJ�ZLWK�WKH�µFRQGLWLRQDO�WUXWK¶�SUREOHP�DVVRFLDWHG�ZLWK�WUDGLWLRQDO�GHFLVLRQ�PRGHOV��,Q�HVVHQFH��UHVHDUFKHUV�EHJDQ�GHYHORSLQJ�DQ�DOWHUQDWLYH�µFRVWO\�WUXWK¶�DSSURDFK�WR�GHFLVLRQ�PRGHOV��RQH�LQ�ZKLFK�LQIRUPDWLRQ�SURGXFWLRQ�FRVWV�DQG�WKH�SURYLVLRQ�RI�LQIRUPDWLRQ�ZHUH�VHHQ�DV�SUREOHPDWLF��OHDGLQJ�UHVHDUFKHUV�WR�IRFXV�RQ�LVVXHV�RI�LQIRUPDWLRQ�V\VWHP�FKRLFH�DQG�LQIRUPDWLRQ�V\VWHP�GHVLJQ��VHH��IRU�H[DPSOH��'HPVNL�DQG�)HOWKDP��������� ������'HYHORSPHQWV�LQ�LQIRUPDWLRQ�HFRQRPLFV�PRGHOV�RI�DFFRXQWLQJ�LQFRPH��VHH�&KDSWHU����OHG�WR�D�UHGHILQLWLRQ�RI�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�RUJDQL]DWLRQ�SURYLGLQJ�WKH�LQIRUPDWLRQ�DQG�WKH�LQWHQGHG�UHFLSLHQW�RI�WKDW�LQIRUPDWLRQ��DV�µDJHQW¶�DQG�µSULQFLSDO¶� UHVSHFWLYHO\��5\DQ�HW�DO������������ 7KH�HDUOLHVW�XVH�RI�WKH�WHUP�µPRUDO�KD]DUG¶�LQ�WKLV�FRQWH[W�LV�QRUPDOO\�DWWULEXWHG�WR�$UURZ¶V��������DUWLFOH� LQ�ZKLFK� KH� UHIHUV� WR� WKH� LQFHQWLYH� RI� SHRSOH� WR�PLVUHSUHVHQW� WKHLU� VWDWH�RI�KHDOWK�ZKHQ�DSSO\LQJ�IRU�PHGLFDO� LQVXUDQFH�VR�DV� WR�OLPLW�WKH�SUHPLXP�WR�ZKDW�D�SHUVRQ�RI�µDYHUDJH¶�KHDOWK�ZRXOG� SD\��1RUPDOO\�� WKLV�ZRXOG� EH� SRVVLEOH� JLYHQ� WKDW�RQH� WHQGV� WR�EH�EHWWHU� LQIRUPHG�DERXW�RQH¶V�KHDOWK�WKDQ�D�GRFWRU�DVVHVVLQJ�DQ�DSSOLFDWLRQ�IRU�PHGLFDO�LQVXUDQFH�ZLWKRXW�D�SURSHU�PHGLFDO�H[DPLQDWLRQ�� 6XFK� D� VLWXDWLRQ� LV� UHIHUUHG� WR� DV� D� µKLGGHQ� NQRZOHGJH¶� DJHQF\� SUREOHP�� ,Q�HFRQRPLFV�� WKH� PRUDO� KD]DUG� SUREOHP� RFFXUV� ZKHUH� LQFHQWLYHV� H[LVW� IRU� LQGLYLGXDOV� WR� DFW� LQ��LPPRUDO�� ZD\V� WKDW� LQFXU� FRVWV� ZKLFK� WKH\� GR� QRW� KDYH� WR� EHDU�� JLYL QJ� ULVH� WR� D� µPDUNHW�GLVWRUWLRQ¶��%DQQRFN�HW�DO������������ ,Q�WKH�FRQWH[W�RI�WKH�PRGHUQ�EXVLQHVV�RUJDQL]DWLRQ��WKH�UHODWLRQVKLS�EHWZHHQ�SULQFLSDO�DQG�DJHQW�QRUPDOO\�LQYROYHV�WKH�WUDQVIHU�RI�IXQGV�IURP�WKH�IRUPHU�WR�WKH�ODWWHU��7KHUH�LV�D�OHJDO�H[SHFWDWLRQ�WKDW� DJHQWV�� DV� VWHZDUGV� RI� WKRVH� IXQGV�� ZLOO� DFW� DW� DOO� WLPHV� LQ� WKH� LQWHUHVWV� RI� WKH� SULQFLSDO��/RXJKOLQ� DQG� *UD\�� ������� +RZHYHU�� WKH� UHFRJQLWLRQ� WKDW� SURIHVVLRQDO� PDQDJHUV� PD\� KDYH�DJHQGDV� RI� WKHLU� RZQ� �HPSLUH� EXLOGLQJ�� SOXVK� RIILFHV�� RQ �WKH�MRE� SHUNV�� DQ� HDV\� OLIH�� HWF���ZDV�WURXEOLQJ� WR� WKRVH� ZKR� EHOLHYHG� LQ� HFRQRPLF� OLEHUDOLVP� VLQFH� LW� LQWURGXFHG� D� µVXE �RSWLPDO�SHUIRUPDQFH¶�LVVXH�ZKLFK��LI�OHIW�XQUHVROYHG��FRXOG�UHGXFH�WKH�YHQWXUH�FDSLWDOLVWV¶�FRQILGHQFH�LQ�WKH� V\VWHP��)RU� D�PRUH�GHWDLOHG�GLVFXVVLRQ�RI WKH� µDJHQF\�SUREOHP¶�� VHH�� IRU� H[DPSOH��%DLPDQ����������� 7KH�SULQFLSDO� FDQQRW�REYLRXVO\�NQRZ� LQ�DGYDQFH�ZKDW� IXWXUH�VLWXDWLRQV�PD\�DULVH��(YHQ� LI� WKLV�ZHUH� SRVVLEOH�� LW� ZRXOG� VWLOO� EH� YHU\� FRVWO\� WR� GUDZ� XS� D� FRQWUDFW� ZKLFK� VSHFLILHV� HYHU\�HYHQWXDOLW\��7KLV JLYHV�ULVH�WR�WKH�SUREOHP�RI�LQFRPSOHWH�FRQWUDFWV��ZLWK�WKH�SULQFLSDO�XQDEOH�WR�WLH�WKH�DJHQW¶V�EHKDYLRXU�GRZQ�WR�DFWV�ZKLFK�VHUYH�KLV�KHU�EHVW�LQWHUHVWV�UDWKHU�WKDQ�WKDW�RI�WKH�DJHQW��7KH� SUREOHP� RI� LQFRPSOHWH� DQG� XQGHU�VSHFLILHG� FRQWUDFWV� LV� H[SOLFLWO\� GLVFXVVHG� ZLWKLQ� RQH�EUDQFK�RI�QHR�FODVVLFDO�HFRQRPLFV�NQRZQ�DV�SURSHUW\�ULJKWV�WKHRU\�RI�WKH�ILUP��VHH��IRU�H[DPSOH��'HPVHW]��������+ROPVWURP�DQG�7LUROH��������*URVVPDQ�DQG�+DUW�������� +DUW�DQG�0RRUH���������8QGHU�WKLV�DSSURDFK�� WKH�ILUP�LV�VHHQ�HVVHQWLDOO\�DV�³«�D�FROOHFWLRQ�RI�>QRQ�KXPDQ@�DVVHWV��ZLWK�RZQHUVKLS�SURYLGLQJ�FRQWURO�ULJKWV�RYHU�WKHVH�DVVHWV´��+DUW��������S��������7KH�YDOXH�RI�SURSHUW\�ULJKWV� WKHRU\� LQ� WKH� FRQWH[W� RI� WKH� SULQFLSDO�DJHQW� UHODWLRQVKLS� OLHV� LQ� LWV� FRQWULEXWLRQ� LQ�XQGHUVWDQGLQJ� �D�� WKH� EHKDYLRXU� RI� LQGLYLGXDOV� DQG� �E�� WKH� PDQDJHUV¶� DELOLW\� WR� LQIOXHQFH�LQGLYLGXDO�DQG�WHDP�SHUIRUPDQFH�WKURXJK�IDFWRUV�VXFK�DV�WKH�PRWLYDWLRQDO�VNLOOV��WDOHQW��FKDULVPD��NQRZOHGJH�RI�WKH�WHDP�OHDGHU��WKH�TXDOLW\�RI�LQIRUPDWLRQ�KHOG�E\�WKH�ZRUNHUV��DQG� WKH�GHJUHH�RI�ZRUNHU�LQHUWLD��+DUW����������� %ULFNHU�DQG�&KDQGDU¶V� �������FHQWUDO� WKHVLV� LV� WKDW�%HUOH�DQG�0HDQV��������ZHUH�PLVJXLGHG� LQ�WKHLU�IRFXV�RQ�WKH�µDJHQF\�SUREOHP¶�DV�EHWZHHQ�PDQDJHUV�DQG�VKDUHKROGHUV��5DWKHU��%ULFNHU�DQG�&KDQGDU� DUJXH� WKDW�� EDVHG� RQ� KLVWRULFDO� DQG� FRQWHPSRUDU\� 86� HYLGHQFH� DQG� FRQWHPSRUDU\�HYLGHQFH�IURP�RWKHU�SDUWV�RI�WKH�GHYHORSHG�ZRUOG��LQYHVWPHQW�IXQGV¶�FRQWURO�DQG�LQIOXHQFH�RYHU�FRPSDQLHV�ZDV�³«�SHUYDVLYH�DQG�SUREDEO\�D�FRPPRQ�FKDUDFWHULVWLF�RI�PRGHUQ�FDSLWDO�PDUNHWV´��S������� 7KH\� VXJJHVW� WKDW� E\� WDNLQJ� D� WZR�WLHU� DSSURDFK� WR� YLHZLQJ� WKH� FDSLWDO� PDUNHWV�� L�H��LQYROYLQJ�LQYHVWRUV��FRPSDQ\�PDQDJHUV�DQG�LQYHVWPHQW�PDQDJHUV��UHVXOWV�LQ�D�ULFKHU��EHWWHU�DQG�TXLWH�GLIIHUHQW�SHUVSHFWLYH�RQ�ILQDQFLDO�UHSRUWLQJ�LVVXHV���� %HQVWRQ¶V� �������QHR�FODVVLFDO� DQDO\VLV�RI� WKH� OLPLWDWLRQV�RQ�PDQDJHULDO�GLVFUHWLRQ� WR�DFW�RWKHU�WKDQ�LQ�WKH�LQWHUHVWV�RI�VKDUHKROGHUV�LGHQWLILHV�IRXU�VXFK�OLPLWDWLRQV���L��WKH�PDUNHW�IRU�JRRGV�DQG�VHUYLFHV�� �LL�� WKH�PDUNHW� IRU� ILQDQFH� DQG� IRU� FRUSRUDWH� FRQWURO�� �LLL�� WKH�PDUNHW� IRU�PDQDJHULDO�VHUYLFHV��DQG���LY��LQWHUQDO�DQG�H[WHUQDO�PRQLWRULQJ�V\VWHPV��%HQVWRQ��D�PHPEHU�RI�WKH� 5RFKHVWHU�6FKRRO RI�DFFRXQWLQJ��FRQFOXGHV��SHUKDSV�QRW�VXUSULVLQJO\��WKDW�WKHVH�FRQVWUDLQWV�HQVXUH�WKDW�³«�
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FRUSRUDWH�PDQDJHUV�KDYH�OLWWOH�GLVFUHWLRQ WR�DFW�RWKHU�WKDQ�LQ�WKH�LQWHUHVWV�RI�VKDUHKROGHUV´��������S������:KLOVW�%HQVWRQ�VXJJHVWV�WKDW�LW�LV�WKH�LQWHUQDO�DQG�H[WHUQDO�PRQLWRULQJ�V\VWHPV�ZKLFK�DUH�WKH�PRVW� LPSRUWDQW� LQ� WKLV�FRQWH[W��0XUUD\� HW�DO�� �������SRVLW� WKDW� LW� LV� WKH�³«�UDSDFLRXV��VHOI�VHUYLQJ� DQG� VKRUW�WHUPLVW� «´� �S���� QDWXUH� RI� WKH� ILQDQFLDO� PDUNHWV�� DQG� WKH� UHODWHG� ODFN� RI�LQWHUQDWLRQDO� SROLWLFDO�ZLOO� WR� FRQWURO� WKHVH�PDUNHWV��ZKLFK� VHYHUHO\� UHVWULFWV� HYHQ� WKH�EHVW� UXQ��ZHOO�LQWHQWLRQHG�DQG�LQWHOOLJHQWO\�LQIRUPHG�RI�FRPSDQLHV�IURP�FDUU\ LQJ�RXW�GLVFUHWLRQDU\�DFWLRQV�RI�D�VRFLDOO\�DQG�HQYLURQPHQWDOO\�UHVSRQVLEOH�QDWXUH���� $OFKLDQ�DQG�'HPVHW]¶V��������EDVLF�WKHVLV�LV�WKDW�WKH�HIILFLHQW�DOORFDWLRQ�RI�HFRQRPLF�UHVRXUFHV�ZLWKLQ�FDSLWDOLVWLF�VRFLHWLHV�LV�DFKLHYHG�QRW�WKURXJK�µDXWKRULW\�UHODWLRQV¶ ��DV�VXJJHVWHG�E\�&RDVH��������� EXW� WKURXJK� FRRSHUDWLYH VSHFLDOL]DWLRQ� EHWZHHQ� WKH� RZQHUV� RI� WKHVH� UHVRXUFHV�� 7KHLU�SDUWLFXODU� IRFXV� LV� RQ� FR�RSHUDWLRQ�� GHSDUWLQJ� IURP� &RDVH¶V� QRWLRQ� RI� D� VXSHULRU� DXWKRULWDULDQ�GLUHFWLYH� RU� GLVFLSOLQDU\� SRZHU��ZLWK� WKH� ILUP�EHLQJ� VHHQ� DV� D� IRUP�RI� SROLFLQJ� GHYLFH� XWLOL]HG�ZKHQ� MRLQW� WHDP�SURGXFWLRQ� LV�SUHVHQW�� ,Q� WKLV� FRQWH[W�� WHDP�SURGXFWLYH�DFWLYLW\� LV�GHILQHG�DV�D�XQLRQ��RU�MRLQW�XVH��RI�LQSXWV�ZKLFK��XQGHU�WKH�VXSHUYLVLRQ�RI�D�FHQWUDO��FRPPRQ�SDUW\��IDFLOLWDWHV�D�ODUJHU RXWSXW�WKDQ�ZRXOG�EH�SRVVLEOH�WKURXJK�VHSDUDWH�XVH�RI�HDFK�LQSXW��$OFKLDQ�DQG�'HPVHW]���������7KH�WHUPV�VKLUNLQJ��GHVWUXFWLYH�RSSRUWXQLVP DQG�RQ�WKH�MRE�FRQVXPSWLRQ DOO�KDYH�QHJDWLYH�FRQQRWDWLRQV�� VHHQ� LQ� WKH� FRQWH[W� RI� HFRQRPLF� VXE�RSWLPDOLW\� DV� DQ� XQQHFHVVDU\� DQG� DYRLGDEOH�µORVV¶� WR� WKH� RZQHUV� RI� PRQH\� FDSLWDO�� +RZHYHU�� IURP� WKH� SHUVSHFWLYH� RI� WKH� ZRUNHU�� WHDP�RUJDQL]DWLRQ DQG�SHUTXLVLWH�FRQVXPSWLRQ ZHUH�FHQWUDO�IHDWXUHV�RI�WKH�OLYHV�RI�WKH�FRPPRQ�SHRSOH�LQ�:HVWHUQ�(XURSH�EHIRUH�WKH�LQGXVWULDO�UHYROXWLRQ DQG�WKH�UHSODFHPHQW�RI�FRWWDJH�LQGXVWULHV�ZLWK�FRWWRQ� PLOOV�� IDFWRULHV� DQG� IXUQDFHV� �VHH�� IRU� H[DPSOH�� 'LFNHQV� ������������ +DUG� 7LPHV� )RU�7KHVH�7LPHV����� $OFKLDQ�DQG�'HPVHW]��������DUJXH�WKDW�LW�LV�WKH�SHUVRQ�ZKR�UHFHLYHV�WKH�UHVLGXDO�UHZDUGV�IURP�WKH�UHGXFWLRQ�LQ�VKLUNLQJ�ZKR�DVVXPHV�WKH�UROH�RI�PRQLWRU�RI�WKH�WHDP�PHPEHUV��6LQFH�WKLV�UHVLGXDO�FODLPDQW�PRQLWRU� PXVW� DOVR� EH� JLYHQ� VRPH� SRZHUV� E\� ZKLFK� WR� GLVFLSOLQH� WKH� WHDP� WR� UHGXFH�VKLUNLQJ��SRZHUV�ZKLFK�LQFOXGH�WKH�ULJKW�WR�UHYLVH�RU�DPHQG�WKH�FRQWUDFW�WHUPV�DQG�LQFHQWLYHV�RI�LQGLYLGXDO�WHDP�PHPEHUV��WKH�UHVXOW�LV�D�µEXQGOH�RI�ULJKWV¶�LQYHVWHG�LQ�WKH�PRQLWRU��$OFKLDQ�DQG�'HPVHW]�LGHQWLI\�WKLV�µEXQGOH�RI�ULJKWV¶�DV�FRPSULVLQJ�WKH�ULJKW�WR��L��EH�D�UHVLGXDO�FODLPDQW���LL��WR�REVHUYH�LQSXW�EHKDYLRXU���LLL��EH� WKH�FHQWUDO�SDUW\�FRPPRQ�WR�DOO�FRQWUDFWV�ZLWK�LQSXWV���LY��DOWHU�WKH�PHPEHUVKLS�RI�WKH�WHDP��DQG��Y��WR�VHOO�WKHVH�ULJKWV��,W�LV�WKLV�HQWLUH�EXQGOH�RI�ULJKWV�ZKLFK��DFFRUGLQJ� WR� $OFKLDQ� DQG� 'HPVHW]�� GHILQHV� WKH� RZQHUVKLS� �RU� WKH� HPSOR\HU�� RI� WKH� FODVVLFDO�FDSLWDOLVW��IUHH�HQWHUSULVH��ILUP��+RZHYHU��LQ�WKH�FRQWH[W�RI�WKH�PRGHUQ�FRUSRUDWLRQ��)DPD��������DUJXHV�WKDW�LW�LV�EHWWHU�WR�VHSDUDWH�WKH�PDQDJHU��L�H��WKH�DJHQW�RI�LWHPV��LL����LLL��DQG��LY���IURP�WKH�ULVN�EHDUHU��L�H��WKH�YHQWXUH�FDSLWDOLVWV�DV�GHVFULEHG�LQ�LWHPV��L��DQG��Y������ 7KH� IRFXV� RQ� FRQWUDFWLQJ� ULJKWV� LV� FRQVLVWHQW� ZLWK� )ULHGPDQ¶V� ������� ������ µSULVWLQH� OLEHUDO�HFRQRPLF¶�SKLORVRSK\�ZKLFK�� HVVHQWLDOO\�� UHSUHVHQWV� DQ� LQGLYLGXDO�DJUHHPHQW� WKHRU\ ZKHUHE\�D�EXVLQHVV� LV� VHHQ� WR�KDYH�D� UHVSRQVLELOLW\� WR� LWV�FRQVWLWXHQWV�� L�H�� WKRVH�ZLWK�ZKRP�LW�YROXQWDULO\�HQWHUV� LQWR� H[FKDQJH� DJUHHPHQWV�� DQG� WR� OLYH�XS� WR� WKH� WHUPV�RI� WKRVH� DJUHHPHQWV� �:RRGZDUG��������� ,Q� WKH� FDVH� RI� WKRVH� ZLWK� ZKRP� WKH� EXVLQHVV� KDV� QR� FRQWUDFWXDO� UHODWLRQVKLS�� LWV�UHVSRQVLELOLW\�LV��LQ�WKLV�FRQWH[W��VLPSO\�WR�DYRLG�YLRODWLQJ�WKHLU�LQGLYLGXDO�ULJKWV��VHH��IRU�H[DPSOH��'HQ�8\O��������6RKQ��������:DWHV����������� $JHQF\�FRVWV�DUH�VDLG�WR�DULVH�DV�D�GLUHFW�UHVXOW�RI�WKH�GLYRUFH�RI�RZQHUVKLS�IURP�FRQWURO�DQG�WKH�FRQVHTXHQW� DJHQF\� µSUREOHPV¶� DVVRFLDWHG�ZLWK� WKH� DVVXPSWLRQ� RI� XWLOLW\�PD[LPL]DWLRQ� DQG� WKH�FRQVHTXHQWLDO� µPRUDO� KD]DUG¶� SUREOHP�� WRJHWKHU�ZLWK� D� QXPEHU� RI� µUHDO�ZRUOG¶� SKHQRPHQD�� �L��LQIRUPDWLRQ�DV\PPHWU\���LL��SRVLWLYH��QRW�]HUR��PRQLWRULQJ�FRVWV���LLL��PHWHULQJ��L�H��SHUIRUPDQFH�PHDVXUHPHQW�� SUREOHPV�� DQG� �LY�� LPSHUIHFW� �QRW� SHUIHFW�� �DFFRXQWLQJ�� LQIRUPDWLRQ� �VHH�� IRU��H[DPSOH��+ROPVWURP���������������$OO�RI�WKHVH�SKHQRPHQD�DUH�VHHQ�DV�DFWLQJ�QRW�RQO\�DJDLQVW�WKH�LQWHUHVWV�RI�WKH�RZQHUV��L�H��LQYHVWRUV��LQ�WKHLU�µUDWLRQDO¶�SXUVXLW�RI� XWLOLW\�PD[LPLVDWLRQ��L�H��VHOI�LQWHUHVW�� EXW� DOVR�� E\� LPSOLFDWLRQ�� DJDLQVW� WKH� LQWHUHVWV� RI� WKH� VRFLDO� V\VWHP� �L�H�� HFRQRPLF�OLEHUDOLVP��LQ�JHQHUDO��$OWKRXJK�-HQVHQ�DQG�0HFNOLQJ¶V������SDSHU�LQFOXGHV�D�JRRG�GHDO�RI�QHR �FODVVLFDO�HFRQRPLF�DQDO\VLV��WKHLU�XQGHUO\LQJ�JRDO�LV�WR�DVVXDJH�WKH�IHDUV�RI�WKH�YHQWXUH�FDSLWDOLVWV�DQG�WKXV�SRVLWLYHO\ UHLQIRUFH�D�VHW�RI�SHUVRQDO�YDOXHV�DVVRFLDWHG�ZLWK�WKH�µULJKWQHVV¶�RI�IUHH�PDUNHW�FDSLWDOLVP�DQG� WKH� VHOILVK�SXUVXLW� RI� LQGLYLGXDO� VHOI �LQWHUHVW��$V� VXFK�� WKHLU�ZRUN� LV�ERWK�YDOXH�ODGHQ�DQG�YDOXHV�GULYHQ��
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��� 7KH�-HQVHQ�0HFNOLQJ�DQDO\VLV�EHFRPHV�PRUH�FRPSOH[�DW�WKLV�SRLQW��)RU�D�XVHIXO�RYHUYLHZ�RI�WKH�QHJRWLDWLRQV� WKDW� DUH� DVVXPHG� WR� WDNH� SODFH� EHWZHHQ� WKH� RZQHU�PDQDJHU� DQG� WKH� RXWVLGH�VKDUHKROGHUV��VHH�IRU�H[DPSOH��7KRUQWRQ����������� )RU�D�IRUPDO�SURRI�RI�WKH�DUJXPHQW�WKDW�WKH�UHVLGXDO�ORVV�LV�ERUQH�E\�WKH�SURPRWHU��RU�PDQDJHU���VHH� -HQVHQ� DQG�0HFNOLQJ� ������� SS����������� (VVHQWLDOO\�� WKH� HTXLW\�PDUNHW� LV� DVVXPHG� WR� EH�FKDUDFWHUL]HG�E\�UDWLRQDO�H[SHFWDWLRQV�VXFK�WKDW�EX\HUV�ZLO O�EH�DZDUH�WKDW�WKH�RZQHU�PDQDJHU�ZLOO�FRQWLQXH� WR� LQFUHDVH� KLV�KHU� QRQ�SHFXQLDU\� FRQVXPSWLRQ� DV� KLV�KHU� RZQHUVKLS� LQWHUHVW� LQ� WKH�FRPSDQ\� LV� UHGXFHG�� 7KXV�� WKH� HFRQRPLF� FRVWV� WR� WKH� RZQHU� RI� UDLVLQJ� DGGLWLRQDO� IXQGV� LQ� WKH�HTXLW\�PDUNHWV�LQFUHDVHV�DV�WKH�RZQHU¶V�IUDFWLRQDO�LQWHUHVW�IDOOV���� -HQVHQ�DQG�0HFNOLQJ��������S������VWDWH�WKDW�WKH�SULQFLSDO�FDQ�OLPLW�WKH�DEHUUDQW�DFWLYLWLHV�RI�WKH�DJHQW� LQ� WZR�ZD\V��E\�HVWDEOLVKLQJ�DSSURSULDWH� LQFHQWLYHV� IRU� WKH�DJHQW� �IRU�H[DPSOH�� W\LQJ� WKH�DJHQW¶V� FRPSHQVDWLRQ�SODQ PRUH� FORVHO\� WR� WKH�SULQFLSDO¶V� VRXUFH�RI�ZHDOWK��� DQG��E\� LQFXUULQJ�PRQLWRULQJ�FRVWV���� 3URPRWHUV��RU�PDQDJHUV��RI�ODUJH��PRGHUQ�EXVLQHVV�FRUSRUDWLRQV�VHHN�WR�ILQDQFH�ORQJ �WHUP�FDSLWDO�LQYHVWPHQW�SURMHFWV��VXFK�DV�D�QHZ�SRZHU�SODQW��D�QHZ�DLUSRUW�UXQZD\�RU D�QHZ�KRWHO�DQG�OHLVXUH�FRPSOH[�� ZLWK� YDULRXV� IRUPV� RI� ORQJ�WHUP� SDSHU� VHFXULWLHV�� LQFOXGLQJ� SUHIHUUHG� DQG� RUGLQDU\�HTXLW\� VKDUHV� DQG� YDULRXV� W\SHV� RI� IL[HG�LQWHUHVW� VHFXULWLHV� �H�J�� ERQGV� DQG� GHEHQWXUHV��� 7KH�UHFRJQLWLRQ� RI� IL[HG�LQWHUHVW� VHFXULWLHV� LQWURGXFHV� D� IXUWKHU� IDFWRU� LQWR� WKH� HTXDWLRQ� JLYHQ� WKDW��VLQFH�DOO LQGLYLGXDOV�DUH�DVVXPHG�WR�DFW�LQ�WKHLU�RZQ�VHOI �LQWHUHVWV��SRWHQWLDO�FRQIOLFWV�RI�LQWHUHVW�H[LVW��IRU�H[DPSOH��EHWZHHQ�VKDUHKROGHUV�DQG�ERQGKROGHUV��7KHVH�FRQIOLFWLQJ�LQWHUHVWV�JLYH�ULVH�WR�D IXUWKHU�µPRUDO�KD]DUG¶�SUREOHP����� -HQVHQ� DQG� 0HFNOLQJ� ������� S������ GHPRQVWUDWH�� XVLQJ� FRQYHQWLRQDO� QHR �FODVVLFDO� HFRQRPLF�DQDO\VLV��D�VLPSOHU�DQG�OHVV�VHYHUH�IRUP�RI�ZHDOWK�WUDQVIHU�XQGHU�ZKLFK�WKH�RZQHU �PDQDJHU�ILUVW�VHOOV�WKH�ERQGV�WR�SRWHQWLDO�LQYHVWRUV�RQ�WKH�EDVLV�RI�D�ORRVH�FRYHQDQW�WR�LQYHVW�LQ�D�SURMHFW�ZLWK�D�ORZ�YDULDQFH�RI�UHWXUQ�DQG�WKHQ�E\�XVLQJ�WKH�DFTXLUHG�IXQGV�WR�LQYHVW�LQ�D�SURMHFW�ZKLFK�KDV�WKH�VDPH�V\VWHPDWLF�ULVN��L�H���V\VWHPDWLF�ULVN�DV�GHILQHG�LQ�WKH�&$30�HPSOR\HG�E\�6KDUSH�������DQ G�/LQWQHU���������EXW�D�KLJKHU�YDULDWLRQ�RI�UHWXUQ��0RUHRYHU��LI�LW�WXUQV�RXW�WKDW�WKH�ODWHU�KDV�D�ORZHU�H[SHFWHG�UHWXUQ�WKDQ�WKH�ORZ�YDULDQFH�SURMHFW�WKHQ�WKHUH�ZLOO�EH�D�FRQVHTXHQW�IDOO�LQ�WKH�WRWDO�YDOXH�RI�WKH�ILUP¶V��D�ZHDOWK�ORVV�UHSUHVHQWLQJ�WKH�µUHVLGXDO�ORVV�SRUWLRQ¶�RI�WKH�DJHQF\�FRVWV�RI�GHEW���ZKLFK�LV�ERUQH�E\�WKH�RZQHU�PDQDJHU���� 7KLV�GRHV�QRW�LPSO\�WKDW�WKH�RXWVLGH�VKDUHKROGHUV�DQG�ERQGKROGHUV�LQFXU�QR�PRQLWRULQJ�FRVWV�LQ�VHHNLQJ� WR�SURWHFW� WKHLU� LQWHUHVWV��5DWKHU�� WKDW�VXFK�FRVWV�ZLOO�EH�SDVVHG�RQ�WR�WKH�PDQDJHU��DQG�LQFXPEHQW� VKDUHKROGHUV�� WKURXJK� WKH� RSHUDWLRQ� RI� D� FRPSHWLWLYH� DQG� HIILFLHQW� PDUNHW� LQ� WKH�FRPSDQLHV� VKDUHV� DQG� ERQGV�� 7KXV�� IRU� H[DPSOH�� LI� WKH� ERQG� FRYHQDQWV� WXUQ� RXW� WR� EH� XQGHU �VSHFLILHG��DQ�HIILFLHQW�ERQGV�PDUNHW�ZRXOG�VLPSO\� µFRUUHFW¶�WKH�VLWXDWLRQ�E\�KLNLQJ�XS�WKH�UHTXLUHG�UDWH�UHWXUQ��UHVXOWLQJ�LQ�D�ORZHU�ERQG�SULFH���� 6KDUHKROGHU�ZHDOWK�LQ�WKH�FRQWH[W�RI�HTXLW\�LQYHVWPHQWV�LV�QRUPDOO\�DVVXPHG�WR�EH�GHWHUPLQHG�E\�WKH�FDVK�YDOXH�RI�WKH�IXWXUH�LQFRPH�VWUHDPV�IURP�VXFK�LQYHVWPHQW V��,Q�D�SHUIHFW�ZRUOG��PDQDJHUV�ZRXOG��XQGHU�-HQVHQ�DQG�0HFNOLQJ¶V��������WKHRU\�RI�DJHQF\�FRVWV��EH�DEOH�WR�UHGXFH�WKH�DJHQF\�FRVWV� RI� HTXLW\� E\� W\LQJ� WKHLU� FRPSHQVDWLRQ� SODQV� WR� WKH� IXWXUH� SRVLWLYH� FDVK� IORZV� IURP� WKH�FRPSDQ\��+RZHYHU��WKH�ODFN�RI�SHUIHFW�LQIRUPDWLRQ�DERXW�WKH�IXWXUH�PHDQV�WKDW�DFFRXQWLQJ�SURILW�LV�QRUPDOO\�XVHG�DV�D�VXUURJDWH�IRU�FDVK�IORZV��7KH�ODWWHU�SODFHV�WKH�PDQDJHU�LQ�D�VWURQJ�SRVLWLRQ�LQ�WHUPV�RI�WKH�DJHQW�SULQFLSDO�UHODWLRQVKLS�DV�WKH�DJHQW�KDV�FXVWRGLDO�FKDUJH�RYHU�WKH�SURGXFWLRQ�RI� DFFRXQWLQJ� LQIRUPDWLRQ�� 7ZR� PDWWHUV� DUH� VDLG� WR� UHGXFH� WKH� FRVWV� WR� WKH� DJHQW� RI� WKLV�LQIRUPDWLRQ�DV\PPHWU\��)LUVWO\�WKH�SURYLVLRQ�RI�DXGLWHG�ILQDQFLDO�VWDWHPHQWV��ZKLFK�SURYLGHG�DQ�H[WHUQDO�VHDO�RI�TXDOLW\�WR�WKH�ILJXUH�RI�QHW�LQFRPH��DQG�VHFRQGO\��W KH�HIILFLHQW�PDUNHW�K\SRWKHVLV��(0+��XQGHU�ZKLFK�LW�LV�DVVXPHG�WKDW�LQYHVWRUV�DUH�DEOH�WR�µVHH�WKURXJK¶�FKDQJHV�LQ�PHWKRGV�RI�DFFRXQWLQJ�ZKLFK�PD\�VPRRWK��LQFUHDVH�RU�UHGXFH�UHSRUWHG�HDUQLQJV�EXW�ZKLFK�KDYH�QR�LPSDFW�RQ�WKH�FRPSDQ\¶V�XQGHUO\LQJ�DELOLW\�WR�JHQHUDWH�SRVLWLYH�FDVK�IORZV�LQ�WKH�IXWXUH���� 6HH��IRU�H[DPSOH��%HQVWRQ���������ZKR�QRWHV�WKDW�FRUSRUDWLRQV�LQ�ERWK�WKH�8.�DQG�WKH�86�ZHUH�QRW�JHQHUDOO\�UHTXLUHG�WR�SURYLGH�ILQDQFLDO�VWDWHPHQWV�LQ�WKH�QLQHWHHQWK�FHQWXU\����� -HQVHQ�DQG�0HFNOLQJ¶V� ������� DUJXPHQW� LV� DV� IROORZV��7DNH� WKH� FDVH� WKDW� WKH�SULQFLSDO� ILQGV� LW�ZRUWKZKLOH� WR�SURGXFH�GHWDLOHG� ILQDQFLDO� VWDWHPHQWV� VLPLODU� WR� WKH� LQIRUPDWLRQ�FRQWDLQHG� LQ� WKH�SXEOLVKHG�DQQXDO�DFFRXQWV��,I�WKH�PDQDJHU�FDQ�SURGXFH�VXFK�LQIRUPDWLRQ�DV�ORZHU�FRVWV�WKDQ�WKH�SULQFLSDO� �SRVVLEO\� EHFDXVH� PXFK� RI� WKH� GDWD� DOUHDG\� H[LVWV� IRU� PDQDJHPHQW¶V� RZQ� LQWHUQDO�
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GHFLVLRQ�PDNLQJ� SXUSRVHV�� WKHQ�� DFFRUGLQJ� WR� -HQVHQ� DQG� 0HFNOLQJ�� ³«� LW� ZRXOG� SD\� >WKH�PDQDJHU@� WR� DJUHH� LQ� DGYDQFH� WR� LQFXU� WKH� FRVW� RI� SURYLGLQJ� VXFK� UHSRUWV� DQG� WR� KDYH� WKHLU�DFFXUDF\�WHVWLILHG�WR�E\�DQ�LQGHSHQGHQW�RXWVLGH�DXGLWRU��7KLV�LV�DQ�H[DPSOH�RI�ZKDW�ZH�UHIHU�WR�DV�ERQGLQJ�FRVWV´��SS���������:DWWV��������VXJJHVWV�WKDW�-HQVHQ�DQG�0HFNOLQJ¶V�K\SRWKHVLV�FDQ�EH�WHVWHG�E\�ORRNLQJ�DW�ZKDW�H[LVWHG�LQ�WKH�QLQHWHHQWK�FHQWXU\���� 6LJQLILFDQWO\��LQ�WKLV�FRQWH[W��WKH�UHFRJQLWLRQ�RI�LQIRUPDWLRQ�DV�D�FRVWO\�JRRG�FUHDWHG�LQIRUPDWLRQ�DV\PPHWULHV�ZKLFK��UDWKHU�WKDQ�OHDGLQJ�WR�PDUNHW�IDLOXUHV��ZDV�VHHQ�DV�FUHDWLQJ�D�PDUNHW�LQ�ZKLFK�D�VHULHV�RI�FRQWUDFWV��D�µQH[XV�RI�FRQWUDFWV¶��-HQVHQ� DQG�0HFNOLQJ��������ZHUH�IUHHO\�QHJRWLDWHG�EHWZHHQ� UDWLRQDO� HFRQRPLF� SHUVRQV� DFFRUGLQJ� WR� WKH� HFRQRPLFV� RI� VXSSO\� DQG� GHPDQG��2EVHUYDWLRQV� RI� GHFLVLRQ�PDNHUV�ZHUH� VHHQ� WR� DFFRUG�ZLWK� WKLV�PRGHO� DQG� WKXV� DJHQF\� WKHRU\�SURYLGHG�D�PRGHO�RI�KRZ�GHFLVLRQV�PDNHUV�DUH�EHOLHYHG�WR�EHKDYH���� ,Q� HIIHFW�� ³«� DJHQF\� WKHRU\� H[SORLWV� WKH� SRZHU� RI� VHOI �LQWHUHVW� DV� D� VWDELOL]LQJ� DQG� SUHGLFWLYH�IRUFH´� �%DLPDQ� ������ S������� 7KH� SULQFLSDO� LV� DVVXPHG� WR� FKRRVH� WKH� SD\PHQW� VFKHGXOH� DQG�PRQLWRULQJ�V\VWHP�WKDW�EHVW�H[SORLWV�WKH�DJHQW¶V�VHOI�LQWHUHVWHG�EHKDYLRXU�EDVHG�RQ�WKH�SULQFLSDO¶V�RZQ�VHOI�LQWHUHVW���� 8QGHU�-HQVHQ�DQG�0HFNOLQJ¶V��������PRGHO��WKHUH�LV�D�FRVW�LQFXUUHG�LQ�JHQHUDWLQJ�LQIRUPDWLRQ�IRU�GHWHUPLQLQJ�ZKHQ�EHKDYLRXU�LV�ZHDOWK�PD[LPLVLQJ��$V�VXFK��PDQDJHUV�DUH�QHYHU�SHUIHFW� DJHQWV�RI�RZQHUV��7KLV�LPSOLHV�WKDW�WKH�KLJKHVW�UHWXUQ�WR�D�PDQDJHU�ZLOO�RFFXU�LI�WKH�PDQDJHU�RZQV�DOO�WKH�VKDUHV��7KLV� UDLVHV� WKH� TXHVWLRQ� DV� WR�ZK\�� LQ�SUDFWLFH�� RZQHUV�ZRXOG�ZDQW� WR� VHOO� DQ\�RI� WKHLU�VKDUHV�RU�ZK\�PDQDJHUV�KDYH�RQO\�D�VPDOO�RU�]HUR�VKDUHKROGLQJV��)DPD�DQG�-HQVHQ��������SURYLGH�WZR�UHDVRQV�DV�WR�ZK\�GHOHJDWLQJ�PDQDJHPHQW�LV�VRPHWLPHV�HIILFLHQW��)LUVWO\��ZHDOWK\�ILQDQFLHUV�GR�QRW�DOZD\V�SRVVHVV�WKH�UHTXLUHG�PDQDJHULDO�WDOHQW��DQG�YLFH�YHUVD��+HQFH��EHFDXVH�DQ�RZQHU �PDQDJHG�ILUP�ZLOO�UHWXUQ OHVV�YDOXH�ZKHQ�UXQ�E\�D�ZHDOWK\�ILQDQFLHU�ZKR�LV�D�SRRU�PDQDJHU��WKHUH�PD\�EH�HFRQRPLF�LQFHQWLYHV�IRU�ZHDOWK\�ILQDQFLHUV�WR�WUDGH�ZLWK�QRQ �ZHDOWK\�PDQDJHUV��GHVSLWH�DQ\�DJHQF\�FRVWV��6HFRQGO\��HYHQ�LI�DOO�ZHDOWK\�SHUVRQV�ZHUH�WDOHQWHG�PDQDJHUV��WKHUH�PLJ KW�QRW�EH�HQRXJK�SHUVRQV�RI�VXIILFLHQW�ZHDOWK� WR�UXQ�DOO�SRWHQWLDOO\�SURILWDEOH�ILUPV��0RUHRYHU��D�ULVN �DYHUVH�ZHDOWK\� ILQDQFLHU�ZRXOG� SUHIHU� WR� KROG� D� GLYHUVH� SRUWIROLR� RI� DVVHWV� DQG� WKXV�ZRXOG� EH�ZLOOLQJ�WR�VDFULILFH�VRPH�ZHDOWK�LQ�UHWXUQ�IRU�D�UHGXFWLRQ LQ�WKH�SHUFHLYHG�OHYHO�RI�SHUVRQDO�ULVN���� 5HFHQW�ODUJH�FRUSRUDWH�IDLOXUHV�LQYROYLQJ�IUDXG�DQG�GHFHSWLRQ�RQ�D�KXJH�VFDOH��QRWDEO\�LQ�WKH�FDVH�RI�(1521��KDYH�VKDNHQ�WKH�86�FDSLWDO�PDUNHW¶V�FRQILGHQFH�LQ�WKH�WUXVWZRUWKLQHVV�RI�H[HFXWLYH�PDQDJHPHQW�DQG�WKH�UHOLDELOLW\�RI�DFFRXQWLQJ�QXPEHUV��$WWHPSWV�WR�UHVWRUH�WKLV�ORVV�RI�FRQILGHQFH�KDYH�IRFXVHG�RQ�LVVXHV�VXFK�DV�FRUSRUDWH�JRYHUQDQFH��WKH�UROH�RI�QRQ �H[HFXWLYH�GLUHFWRUV�DQG�WKH�DFFRXQWLQJ� UXOHV�� +RZHYHU�� QR� DPRXQW� RI� FKHFNV� DQG� EDODQFHV� FDQ� SURYLGH� FRPSOHWH� VH FXULW\�ZKHUH�RQH�SHUVRQ�LV�HIIHFWLYHO\�HQWUXVWHG�ZLWK�DQRWKHU¶V�ZHDOWK��,QGHHG��WKLV�LV�D�UHODWLRQVKLS�RI�ILGXFLDU\�WUXVW��$V�VXFK��WKHUH�LV�OLNHO\�WR�EH�PXFK�PRUH�IRFXV�LQ�WKH�IXWXUH�RQ�WKH�SHUVRQDOLW\�DQG�OHDGHUVKLS�VW\OHV�RI�VHQLRU�H[HFXWLYHV�ZLWK�D�VKLIW�DZD\�IURP�H[HFXWLYHV�ZKR�µSOD\�KDUG¶�WRZDUGV�WKRVH�ZKR�DUH�OHVV�DJJUHVVLYH�EXW�PRUH�GHSHQGDEOH���� :DWWV��������S�����FLWHV�VHYHUDO�HDUO\�H[DPSOHV�VXFK�DV�.HKO¶V��������S����UHIHUHQFH�WR�WKH�1HZ�5LYHU�&RPSDQ\¶V�FRUSRUDWH�FKDUWHU�ZKLFK�LQFOXGHG�D�FODXVH�VWL SXODWLQJ�WKDW�GLYLGHQGV�FRXOG�RQO\�EH� SDLG� RXW� RI� SURILWV��$FFRUGLQJ� WR�.HKO� �������� WKH� LQFOXVLRQ� RI� VXFK� GLYLGHQG� FRYHQDQWV� LQ�FRUSRUDWH� FKDUWHUV�EHJDQ� LQ� WKH�����V� DQG�KDG�EHFRPH� LQFUHDVLQJO\�FRPPRQ�E\� WKH�HLJKWHHQWK�FHQWXU\��DV�TXRWHG�LQ�:DWWV�������S������7KH�IDFW�WKDW�FRYHQDQWV�HQWHUHG�LQWR�DIWHU������GLG�QRW�FRQWDLQ�VLPLODU�GLYLGHQG�FRYHQDQWV�LV�VDLG�WR�SURYLGH�HYLGHQFH�WKDW�LWV�LQFOXVLRQ�LQ�WKH�1HZ�5LYHU�&RPSDQ\¶V�FKDUWHU�ZDV�D�YROXQWDU\�DFW�RQ�WKH�SDUW�RI�LWV�SURPRWHUV��:DWWV���������2WKHU�H[DPSOHVFLWHG�E\�:DWWV�LQFOXGH�WKH�FDVH�RI�WKH�/HHGV�(VWDWH�%XLOGLQJ�DQG�,QYHVWPHQW�&RPSDQ\���������WKH�DUWLFOHV�RI�ZKLFK�LQFOXGHG�D�SURYLVLRQ�WKDW�OLQNHG�ERQXV�SD\PHQWV�WR�WKH�PDQDJHU�DQG�GLUHFWRUV�WR�WKH� DPRXQW� RI� GLVWULEXWDEOH� SURILWV� �(GZDUGV�� ������ DQG� WKH� 6SDQLVK� 3URVSHFWLQJ� &RPSDQ\���������DQ�RIILFHU�RI�ZKLFK�ZDV�HQWLWOHG�WR�D�VDODU\�RQ�FRQGLWLRQ�WKDW�WKHUH�ZHUH�VXIILFLHQW�SURILWV�IURP�WKH�EXVLQHVV�WR�GR�VR��+DWILHOG����������� µ(IILFLHQW�FRQWUDFWLQJ¶�UHIHUV�WR�WKH�YDULRXV�LQVWUXPHQWV�DQG�DUUDQJHPHQWV�ZKLFK�WK H�FRQWUDFWLQJ�SDUWLHV� SXW� LQ� SODFH� DV� SDUW� RI� DQ� HFRQRPLF� ULVNV� DSSURDFK� WR� SULQFLSDO �DJHQW� UHODWLRQVKLSV� DQG�ZKLFK�WKXV�PDNH�XS�WKH�ILUP¶V�HIILFLHQW�VHW�RI�LPSOLFLW�DQG�H[SOLFLW�FRQWUDFWV��7KHVH�LQFOXGH�GHEW�FRYHQDQWV��FRPSHQVDWLRQ�FRQWUDFWV�� WKH�DFFRXQWLQJ�V\VWHPV�DQG�DFFRXQWLQJ�PHWKRG�DOO�RI�ZKLFK�PDNH� XS� ZKDW� :DWWV� DQG� =LPPHUPDQ� ������� S������ GHVFULEH� DV� WKH� ³«� ILUP¶V� HIILFLHQW�FRQWUDFWLQJ�WHFKQRORJ\�´
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��� 1RWZLWKVWDQGLQJ� WKH� SRWHQWLDO� HFRQRPLF� LPSRUWDQFH� RI� ILQDQFLDO� VWDWHPHQWV� DQG� WKH� LQFUHDVLQJ�QXPEHU�RI DFFRXQWLQJ�UHJXODWLRQV�DQG�VWDQGDUGV�LVVXHG�E\�DFFRXQWLQJ�VWDQGDUG�VHWWHUV�VXFK�DV�WKH�,$6%��PDQDJHUV� VWLOO� HQMR\� FRQVLGHUDEOH� ODWLWXGH�ZKHQ� LW� FRPHV� WR� WKH� VHOHFWLRQ� RI� DFFRXQWLQJ�SROLFLHV� DQG� PHWKRGV�� %\� IRFXVLQJ� RQ� WKH� DFFRXQWLQJ� IOH[LELOLW\� XQGHU� *$$3 �� SDUWLFXODUO\� LQ�UHODWLRQ�WR�WKH�GLVFUHWLRQDU\�DFFUXDOV�EDVHG�DVSHFW�RI�DFFRXQWLQJ��VHH��IRU�H[DPSOH��&DKDQ� HW�DO����������WKH�HDUQLQJV�PDQDJHPHQW�OLWHUDWXUH�KDV�VKLIWHG�WKH�HPSKDVLV�RI�PDUNHWV �EDVHG�DFFRXQWLQJ�UHVHDUFK�EDFN� WR�DFFRXQWDQWV��PDQDJHUV�DQG� WKH�ILQDQFLDO�VWDWHPHQWV� WKH\�SUHSDUH��&RUPLHU�DQG�0DJQDQ�� ������� SDUWLFXODUO\� RQ� WKH� ILUP¶V� XVH� RI� GLVFUHWLRQDU\� DFFUXDOV� WR� DOWHU� WKH� WLPLQJ� RI�UHFRJQLWLRQ�RI� UHYHQXHV� DQG�H[SHQVHV� LQ� WKH� LQFRPH�VWDWHPHQW� �VHH�� IRU�H[DPSOH��&DKDQ��������-RQHV�� ������0F1LFKROV� DQG�:LOVRQ���������'LVFUHWLRQDU\�DFFUXDOV� LQ� WKLV�FRQWH[W� UHIHU� WR� WKDW�SDUW�RI� WRWDO�DFFUXDOV�ZKLFK�FDQ�EH�DGMXVWHG�E\�PDQDJHUV�ZLWKLQ�WKH�FRQVWUDLQWV�RI�WKH�ILQDQFLDO�DFFRXQWLQJ�DQG�UHSRUWLQJ�UXOHV��&DKDQ�HW�DO������������ $W�WKH�WLPH�RI�WKH�SXEOLFDWLRQ�RI�WKHLU�VHPLQDO�DUWLFOH�LQ�7KH�$FFRXQWLQJ�5HYLHZ �-DQXDU\���������ERWK�:DWWV� DQG�=LPPHUPDQ�ZHUH�$VVLVWDQW� 3URIHVVRUV� DW� WKH�8QLYHUVLW\� RI�5RFKHVWHU�� ,Q� WKHLU�HIIRUWV�WR�GHYHORS�D�SRVLWLYH�WKHRU\�RI�DFFRXQWLQJ��:DWWV�DQG�=LPPHUPDQ�ZHUH�KHDYLO\�LQIOXHQFHGE\�WKH�ZRUN�RI�-HQVHQ��DV�UHYHDOHG�E\�:DWWV��������S�������� 6XFK�SUDFWLFHV�DUH�H[SORUHG�E\�:DWWV��������DQG�:DWWV�DQG�=LPPHUPDQ��������LQ�WKH�FRQWH[W�RI�QLQHWHHQWK�FHQWXU\�FRUSRUDWH�UHSRUWLQJ�LQ�WKH�8.�DQG�WKH�86��+RZHYHU��IRU�WKH�SXUSRVHV�RI�WKH�SUHVHQW� VWXG\�� ZH� OLPLW� RXU� DQDO\VLV� WR� DFFRXQWLQJ� DQG� UHSRUWLQJ� SUDFWLFHV� LQ� WKH� FRQWH[W� RI� D�UHJXODWHG�HFRQRP\���� ,W� LV� LPSRUWDQW� WR� DSSUHFLDWH� WKH� VLJQLILFDQFH� RI� JRYHUQPHQW� UHJXODWLRQ� LQ� WKH� FRQWH[W� RI� WKH�SRVLWLYH�DFFRXQWLQJ�VFKRRO¶V�WKHRULHV��7KH�H[LVWHQFH�RI�D� UHJXODWHG�HFRQRP\�QRW�RQO\�SURYLGHV�DQ�LQFHQWLYH� WR� LQGLYLGXDOV� WR� OREE\� JRYHUQPHQW� DJHQFLHV� EXW� DOVR� FUHDWHV� D� VLWXDWLRQ� LQ� ZKLFK�LQGLYLGXDOV�FRPSHWH�IRU�WKH�FRHUFLYH�SRZHU�RI�WKRVH�DJHQFLHV�WR�DFKLHYH�ZHDOWK�WUDQVIHUV��:DWWV�DQG�=LPPHUPDQ���������0RUHRYHU�� WKH�JRYHUQPHQW�DJHQFLHV�DUH� VHHQ�DV�VWDIIHG�E\�EXUHDXFUDWV�ZKR� DUH� WKHPVHOYHV� SROLWLFDO� DQLPDOV�ZKRVH� EHKDYLRXU� LV� JRYHUQHG� E\� WKHLU� RZQ� VHOI �LQWHUHVWV��:DWWV����������� ,W�LV�LPSRUWDQW�WR�EHDU�LQ�PLQG�WKDW�VXFK�PRGHOV�DQG�SHUFHSWLRQV�RI�EHKDYLRXU�UHIOHFWH G�WKH�VRFLR�SROLWLFDO� FXOWXUH� LQ� WKH� 86� LQ� WKH� ����V�� D� VLWXDWLRQ� ZKLFK� ZDV� XQGRXEWHGO\� LQIOXHQFHG� E\� D�QXPEHU�RI�NH\�SROLWLFDO�HYHQWV�LQ�WKH�86�LQ�WKH�����V�DQG�����V��QRWDEO\�WKH�DVVDVVLQDWLRQ�RI�NH\�SROLWLFDO� ILJXUHV� VXFK� DV� 3UHVLGHQW� -RKQ� )�� .HQQHG\�� 6HQDWRU� 5REHUW�.HQQHG\� DQG�'U��0DUWLQ�/XWKHU� .LQJ��� WKH� 9LHWQDP� :DU� DQG� WKH� µ:DWHUJDWH¶� VFDQGDO� VXUURXQGLQJ� 3UHVLGHQW� 5LFKDUG�1L[RQ¶V� ����� UH�HOHFWLRQ� FDPSDLJQ� DOO� RI� ZKLFK� KDG� D� VLJQLILFDQW� QHJDWLYH� LPSDFW� RQ� SXEOLF�FRQILGHQFH� LQ� WKH�86�SROLWLFDO�V\VWHP��0RUHRYHU�� LW�DOVR�UHIOHFWV�WKH�SDUWLFXODU�PHFKDQLVPV�DQG�LQVWLWXWLRQDO� VWUXFWXUHV�RI�86�SROLWLFV��QRWDEO\� WKH�VWURQJ� OREE\LQJ�FXOWXUH�DQG�XVH�RI�PRQH\� WR�µZLQ� IULHQGV� DQG� LQIOXHQFH� SHRSOH¶�� LQ� D� FRXQWU\�ZKLFK� HVSRXVHV� D� VWURQJ� IRUP� RI� IUHH �PDUNHW�FDSLWDOLVP�DQG�LQGLYLGXDOLVP��L�H��VHOI�LQWHUHVW����� 7KH�SRVLWLYH�VFKRRO�RI�DFFRXQWLQJ¶V�YLHZ�RI�WKH�SROLWLFDO�SURFHVV�DV�GRPLQDWHG�E\�VHOI �LQWHUHVW�LV�QRW�QHZ�RU�XQLTXH��6RFLRORJLVWV�VXFK�DV�6FKXPSHWHU��������KDYH�ORQJ�UHFRJQLVHG�WKDW�LQ�PRGHUQ�GHPRFUDFLHV�SROLWLFV�ZLOO�EHFRPH�D�FDUHHU��,Q�6FKXPSHWHU¶V�YLHZ��WKH�EHKDYLRXU�RI�SROLWLFLDQV�LV�DQDORJRXV�WR�WKH�DFWLYLWLHV�RI�HQWUHSUHQHXUV�FRPSHWLQJ�IRU�FXVWRPHUV��+HOG���������7KXV��MXVW�DV�EXVLQHVVPHQ�GHDO�LQ�FRPPRGLWLHV�VXFK�DV�RLO��SROLWLFLDQV�GHDO�LQ�YRWHV��6FKXPSHWHU� ������ 7R�VHH�WKH� SURIHVVLRQDO� SROLWLFLDQ� DV� LQWHUHVWHG� SULPDULO\� LQ� KLV�KHU� RZQ� FDUHHU� UDWKHU� WKDQ� WKH� SXEOLF�LQWHUHVW�LV�DV�6FKXPSHWHU�DUJXHG��QRW�WR�VHH�SROLWLFV�DV�IULYRORXV�RU�F\QLFDO��EXW�WR�UHFRJQLVH�WKDW�GHPRFUDF\��IDU�IURP�EHLQJ�D�VHOI�UHJXODWHG�FRPPXQLW\�JXLGHG�E\�WKH�FRPPRQ�JRRG��LV�VXEMHFW�WR�WKH�ZKLPV�RI�WKRVH�ZKRVH�LQWHUHVWV�ZLOO�EH�VHUYHG�DERYH�DOO�RWKHUV��WKH�LQWHUHVWV�RI�WKRVH�DFWXDOO\�LQ�FKDUJH��+RZHYHU��ZKHWKHU�LW�LV�DSSURSULDWH�WR�XVH�DQ�HFRQRPLF IUDPHZRUN�WR�H[SODLQ�D�SROLWLFDOSURFHVV��DV�LQ�WKH�FDVH�RI�:DWWV�DQG�=LPPHUPDQ��������LV�FRQWURYHUVLDO�� /RZH�HW�DO����������LQ�WKHLU�FULWLTXH�RI�:DWW¶V�DQG�=LPPHUPDQ¶V�SDSHU��DUJXH�WKDW�WR�GR�VR�UHTXLUHV�DW�OHDVW�D�MXVWLILDEOH�GHIHQFH�ZKLFK�:DWWV�DQG�=LPPHUPDQ�GR�QRW�SURYLGH���� %RWK�-HQVHQ�DQG�0HFNOLQJ�SURGXFHG�UHVHDUFK�SDSHUV�ZKLFK�FRYHUHG�DVSHFWV�RI�86�SROLWLFV�DQG�WKH�EHKDYLRXU�RI�LQGLYLGXDOV�LQ�WKH�����V��:DWWV�DQG�=LPPHUPDQ��������UHIHU�WR�WKUHH�VXFK�SDSHUV��0�� &�� -HQVHQ�� µ7RZDUGV� D� 7KHRU\� RI� WKH� 3UHVV¶�� XQSXEOLVKHG� SDSHU�� *UDGXDWH� 6FKRRO� RI�0DQDJHPHQW�� 8QLYHUVLW\� RI� 5RFKHVWHU�� -XQH� ������ :�� +�� 0HFNOLQJ�� µ7RZDUGV� D� 7KHRU\� RI�5HSUHVHQWDWLYH� *RYHUQPHQW¶�� SUHVHQWHG� DW� WKH� 7KLUG� $QQXDO� &RQIHUHQFH� RQ� $QDO\VLV� DQG�
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,GHRORJ\��,QWHUODNHQ��6ZLW]HUODQG��-XQH���������:��+��0HFNOLQJ��µ9DOXHV�DQG�WKH�&KRLFH RI�WKH�0RGHO� RI� WKH� ,QGLYLGXDO� LQ� WKH� 6RFLDO� 6FLHQFHV¶�� 5HYXH� 6ZLVVH G¶(FRQRPLF 3ROLWLTXH HW� GH�6WDWLVWLTXH��'HFHPEHU��SS������������ +RZHYHU��DOO�VXFK�DFFRXQWV�FRQWLQXH�WR�IRFXV�VROHO\�RQ�WKH� HFRQRPLF��DQG�DUH�VWLOO�ZHGGHG�WR�WKH�PDLQ� DVVXPSWLRQV� HPEHGGHG� LQ� QHR�FODVVLFDO� HFRQRPLFV� �WKH� PDUNHW� PHFKDQLVP� DQG� UDWLRQDO�HFRQRPLF�EHKDYLRXU��DQG�WKH�PRUDO�DFFHSWDQFH�RI�WKH�SUHVHQW�VRFLDO�V\VWHP��+HQFH��WKHUH�LV�DQ� D�SULRUL DFFHSWDQFH�RI�WKH�PRUDO�EDVLV�RI�FDSLWDOLVP��7KXV��WKHVH�ZULWLQJV�GR�QRW�TXHVWLRQ�WKH�VRFLDOV\VWHP�EXW� VHHN�ZD\V�RI� WU\LQJ� WR�H[SODLQ� LPSRUWDQW� HFRQRPLF DVSHFWV�RI� LW��7KH�ZRUOG�YLHZ�LV�SUHGRPLQDQWO\�HFRQRPLF��UHIOHFWLQJ�D�EHOLHI�LQ�IUHH�HQWHUSULVH�DQG�WKH�PDUNHW�PHFKDQLVP��ZKHUH�ILUPV�DUH�GLVWLQFWLYH�PRGHOV�IRU�RUJDQL]LQJ�HFRQRPLF�DFWLYLW\��3XW WHUPDQ�DQG�.URV]QHU�������S�����,QGHHG��WKH�ZULWLQJV�FLWHG�E\�3XWWHUPDQ�DQG�.URV]QHU��������DUH�JHQHUDOO\�LQWHQGHG�WR�GHIHQG�WKH�PDUNHW�PHFKDQLVP�DQG�SURYLGH�VXSSRUW�IRU�WKH�IXQFWLRQLQJ�RI�FDSLWDO�PDUNHWV�LQ�WKH�FRQWH[W�RI�D�VHSDUDWLRQ�RI�RZQHUVKLS�DQG�FRQWURO��,Q�WKDW�FRQWH[W�WKHUH�LV�DQ�DJHQGD�DW�ZRUN�KHUH��RQH�ZKLFK�VXSSRUWV��UDWKHU�WKDQ�TXHVWLRQV�WKH�SUHVHQW�VRFLDO�V\VWHP�RI�IUHH�PDUNHW�FDSLWDOLVP�XQGHU�OLEHUDO�GHPRFUDWLF�JRYHUQPHQW��,Q�HVVHQFH��WKHLU�DQDO\VHV�DUH�YDOXH�ODGHQ���� µ5DWLRQDOLW\¶�DV�XVHG�LQ�WKH�GLVFLSOLQHV�RI�HFRQRPLFV��ILQDQFH�DQG�DFFRXQWLQJ�UHSUHVHQWV�RQH�RI�WKH�µFRUH� WHUPV¶� �/DNDWRV�� ������ ZKLFK� DUH� KHOG� DV� LUUHIXWDEOH�� QDPHO\� WKH� DVVXPSWLRQ� WKDW� DOOLQGLYLGXDOV�DUH�UDWLRQDO�XWLOLW\�PD[LPLVHUV��)RU�D�GLVFXVVLRQ�RI�WKH�IXQGDPHQWDO�LPSRUWDQFH RI�WKH�DVVXPSWLRQV� RI� UHVRXUFHIXO�� HYDOXDWLYH��PD[LPLVLQJ� EHKDYLRXU� RQ� WKH� SDUW� RI� LQGLYLGXDOV� LQ� WKH�GHYHORSPHQW� RI� WKH� 5RFKHVWHU� 6FKRRO� EUDQG� RI� DJHQF\ WKHRU\ VHH�0HFNOLQJ� �������� µ5DWLRQDO�EHKDYLRXU¶� DV� XVHG� KHUH� VKRXOG� QRW� EH� FRQIXVHG� ZLWK� µUDWLRQDOLVP¶�� WKH� ODWWHU� UHIHUULQJ� WR� WKH�QRWLRQ�WKDW�FHUWDLQ�NQRZOHGJH�FDQ�RQO\�EH�DFTXLUHG�WKURXJK�WKH�SRZHU�RI�ORJLF�DQG�PDWKHPDWLFV�LQ�GHWHUPLQLQJ�WKH�WUXWK�RI�FRPSHWLQJ�WKHRUHWLFDO�DUJXPHQWV�DQG�ZKLFK�DUJXHV�WKDW�UHDO�WUXWKV�DERXW�WKH�ZRUOG� FDQQRW� EH� GLVFRYHUHG E\� REVHUYDWLRQ� �HPSLULFLVP�� DORQH� EXW� E\� UHDVRQ� �5\DQ� HW� DO����������7KXV�� UDWLRQDOLVP�� DW� D�PHWKRGRORJLFDO� OHYHO�� DVVHUWV� WKDW� LW� LV�SRVVLEOH� WR�PDNH� D�SULRULHPSLULFDO� WUXH� VWDWHPHQWV�� 7RGD\� UDWLRQDOLVP� KDV� D� PRUH� JHQHUDO� PHDQLQJ�� HQFRPSDVVLQJ� WKH�ZKROH IDPLO\� RI� VFLHQWLILF� WUDGLWLRQV� �LQFOXGLQJ� HPSLULFLVP�� SRVLWLYLVP� DQG� ORJLFDO� SRVLWLYLVP��ZKLFK�DVVHUWV�WKDW�WKH�WUXWK�RI�D�SURSRVLWLRQ�FDQ�EH�HVWDEOLVKHG�E\�UHIHUHQFH�WR�µUDWLRQDO¶�FULWHULD��µIDFWV¶� RU� RWKHUZLVH�� ,Q�RWKHU�ZRUGV�� WUXWK� UHPDLQV� D�YHULILDEOH� FRQFHSW�� DQG� WKDW� VFLHQFH� LV� WKH�SURFHVV�RI�DSSO\LQJ� WKH�PHDQV��UDWLRQDO�REMHFWLYH�FULWHULD��IRU�HVWDEOLVKLQJ�WKH�HQGV��WUXWK���7KH�DQWL�WKHVLV� RI� UDWLRQDOLVP� LV� LGHDOLVP�ZKLFK� DUJXHV� WKDW� NQRZOHGJH� LV� RQO\� FUHDWHG� WKURXJK� WKH�DFWLRQ� RI� WKH� PLQG�� L�H�� UHDVRQLQJ�� D� PHQWDO� SURFHVV� �LQWURVSHFWLRQ�� ZKLFK� HQDEOHV� KXPDQV� WR�DFTXLUH�XQGHUVWDQGLQJ�RI�WKH�ZRUOG�DURXQG�WKHP��H�J��%HUNHOH\��.DQW��+HJHO����� 7KH�DVVXPSWLRQ�RI�UDWLRQDO�EHKDYLRXU�DV�GLVFXVVHG�KHUH�GRHV�QRW�LPSO\�WKDW� DOO LQYHVWRUV�EHKDYH�UDWLRQDOO\��RQO\�WKDW��DW�WKH�DJJUHJDWH�OHYHO��WKH�YDVW�PDMRULW\�GR�VXFK�WKDW�WKH�DVVXPSWLRQ�LV�VDLG�WR�EH� UHLQIRUFHG�E\�DJJUHJDWH�PDUNHW�EHKDYLRXU�� µ,UUDWLRQDO¶� �L�H��QRQ�XWLOLW\�PD[LPLVHUV�� LQYHVWRUV�FDQ�DQG�GR�H[LVW� EXW� DUH� DUJXHG�DV�QRW� WR� H[LVW� LQ� VXFK�QXPEHUV� DQG�ZLW K� VXFK� LQIOXHQFH�DV� WR�FUHDWH�VXIILFLHQW�µQRLVH¶�WR�GLVWXUE�WKH�DJJUHJDWLRQ�SURFHVV��+RZHYHU��WKH�UHFHQW�VLJQLILFDQW�JURZWK�LQ�HWKLFDO�LQYHVWPHQW�IXQGV�DQG�RWKHU�IRUPV�RI�LQYHVWPHQW�VFUHHQLQJ�ZKLFK�KDYH�D�PRUDO��VRFLDO�DQG�HQYLURQPHQWDO�GLPHQVLRQ��VHH��IRU H[DPSOH��'¶$QWRQLR�HW�DO���������PD\�FDVW�GRXEWV�RYHU�WKH�µUDWLRQDOLW\¶� DVVXPSWLRQ� WKDW� LQYHVWRUV� DUH� LQWHUHVWHG� RQO\ LQ� WKH� ILQDQFLDO� DVSHFWV� RI� WKHLU�LQYHVWPHQWV��VHH��IRU�H[DPSOH��0XUUD\�HW�DO������������ 8QGHU�WKH�(0+��DOO�LQIRUPDWLRQ�LV�LPSRXQGHG�LQ�WKH SULFH�RI�D�VHFXULW\�LPPHGLDWHO\�LW�EHFRPHV�SXEOLF��(PSLULFDO�HYLGHQFH�VXJJHVWV�WKDW�SULFH�VHQVLWLYH�LQIRUPDWLRQ�FDQ�FRPH�IURP�D�YDULHW\�RI�VRXUFHV��)DPD���������ZLWK�DFFRXQWLQJ�QXPEHUV�VXFK�DV�VDOHV�DQG�QHW�LQFRPH�EHLQJ�GLVFRXQWHG�LQ�VKDUH�SULFHV�EHIRUH�WKH�FRPSDQ\¶V�ILQDQFLDO�VWDWHPHQWV�DUH�UHOHDVHG��$OWKRXJK�HDUO\�µOHDNLQJ¶�RI�DFFRXQWLQJ� QXPEHUV� GRHV� RFFXU�� VRPH� RI� WKH� SULFH� DGMXVWPHQW� RFFXUV� EHFDXVH� LQIRUPDWLRQ� LV�DYDLODEOH�IURP�RWKHU�VRXUFHV�VXFK�DV�WUDGH�LQIRUPDWLRQ��:DWWV����������� )URP�WKLV�SHUVSHFWLYH��DFFRXQWLQJ�WKHRULHV��IDU�IURP�EHLQJ�YDOXH�IUHH��DUH�YLHZHG�DV�SURGXFWV�RI�ERWK� PDUNHWV� DQG� SROLWLFDO� SURFHVVHV�� 7KDW� LV�� WKH� IXQFWLRQ� RI� DFFRXQWLQJ� WKHRU\� LV� PHUHO\� WR�SURYLGH� D� µPDUNHW� IRU� H[FXVHV¶� WR� VDWLVI\� WKH� GHPDQGV� RI� YHVWHG� LQWHUHVW� JURXSV� OREE\ LQJ� IRU�DFFRXQWLQJ� VWDQGDUGV� WKDW�ZLOO� UHVXOW� LQ�ZHDOWK� WUDQVIHUV� IDYRXUDEOH� WR� VXFK� JURXSV��:DWWV� DQG�=LPPHUPDQ� ������� DUJXH� WKDW� PDQDJHUV¶� DELOLW\� WR� OREE\� IRU� DFFRXQWLQJ� VWDQGDUGV� ZKLFK�PD[LPLVH�WKHLU�RZQ�XWLOLW\��L�H��VHOI�LQWHUHVW��UHVXOWV�LQ�WKH�XVH�RI�VXUURJDWH�DUJXPHQWV�VXFK�DV�µLQ�WKH� SXEOLF� LQWHUHVW¶� WR� JDLQ� SXEOLF� VXSSRUW�� GLVJXLVLQJ� DQG� WKXV� H[FXVLQJ� WKH� XQGHUO\LQJ� VHOI �
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LQWHUHVW�� ,Q� WKLV� FRQWH[W�� WKH� VXSSO\� RI� DFFRXQWLQJ� WKHRULHV� �DQG� VWDQGDUGV�� LV� VHHQ� DV� EHLQJ� D�UHVSRQVH� WR� GHPDQG�� ZLWK� VXSSOLHUV� VXSSO\LQJ� µH[FXVHV¶� WR� VDWLVI\� WKH� GHPDQGV� RI� SROLWLFDO�SURFHVVHV��$V� VXFK�� DOO� DFFRXQWLQJ� WKHRULHV� DUH�YLHZHG�DV�PHFKDQLVPV� IRU� VDWLVI\LQJ� WKH�XWLOLW\�IXQFWLRQV� RI� YHVWHG� LQWHUHVW� JURXSV� �L�H�� VHOI�LQWHUHVW�� ZLWK� GLIIHUHQW� YHVWHG� LQWHUHVW� JURXSV�SUHYDLOLQJ�RQ�GLIIHUHQW�LVVXHV��7KRXJK�WKLV�SHUVSHFWLYH�KDV�FRPH�LQ�IRU�VRPH�VWURQJ�FULWLFLVP��VHH��IRU� H[DPSOH�� /RZH� HW� DO��� ������ ZKR�� LQWHU� DOLD�� SURYLGH� FRQWUDU\� HYLGHQFH� ZKLFK� UHEXWV� WKH�µPDUNHW� IRU� H[FXVHV¶� WKHRU\�� LW� KLJKOLJKWV� D� YHU\� UHDO� LVVXH�� QDPHO\� WKDW� DQ\� SROLWLFDO� SURFHVV��LQFOXGLQJ�DFFRXQWLQJ�DQG� UHSRUWLQJ�� LV�� SRWHQWLDOO\ DW� OHDVW��RSHQ� WR�KLMDFNLQJ�IURP�WKRVH�ZKRVH�LQWHUHVWV�DUH�DIIHFWHG�E\� WKH�RXWFRPH�RI�WKDW�SURFHVV��,Q�PXFK�WKH�VDPH�ZD\��HQYLURQPHQWDOLVP�DQG�µVXVWDLQDELOLW\¶�DUH�VHHQ�DV�KDYLQJ�EHHQ�KLMDFNHG�E\�JOREDO�FRUSRUDWLRQV�WR�SURWHFW�WKHLU�RZQ�VHOI�LQWHUHVWV� �VHH�� IRU� H[DPSOH�� %HGHU�� ������ .RUWRQ�� ������ ������ 0D\KHZ�� ������ :HOIRUG����������� 7KLV� SDUWLFXODU� D� SULRUL� VWDWHPHQW� UHYHDOV� RQH� RI� WKH� QRUPDWLYH� DVVXPSWLRQV� XQGHUO\LQJ� WKH�5RFKHVWHU�6FKRRO¶V�DSSURDFK�WR�DFFRXQWLQJ�WKHRU\��$V�GLVFXVVHG�LQ�&KDSWHU����WKH�GHVLUH�WR�HTXDWH�WKH�VRFLDO�VFLHQFHV�ZLWK�WKH�QDWXUDO�VFLHQFHV�FRQWLQXHV�WR�JHQHUDWH�WKH�EHOLHI�DPRQJVW�DFFRXQWLQJ�WKHRULVWV� WKDW� WKH� REMHFWLYH� RI� DFFRXQWLQJ� WKHRULHV� VKRXOG� EH� WR� ER WK� H[SODLQ DQG� SUHGLFWDFFRXQWLQJ� SUDFWLFH�� 6XFK� D�PHWD�WKHRUHWLFDO� SRVLWLRQ� LV� SUHGLFDWHG� RQ� WKH� DVVXPSWLRQ� WKDW� WKH�VRFLDO�ZRUOG�FRQWDLQV�µXQLYHUVDO�ODZV¶�VLPLODU�WR�WKRVH�ZKLFK�H[LVW�ZLWKLQ�WKH�QDWXUDO�VFLHQFHV��7KH�HTXDWLQJ� RI� HFRQRPLF� EHKDYLRXU� ZLWK� WKH� QDWXUDO� ZRUOG� FDQ� EH� VHHQ�� IRU� H[DPSOH�� LQ� &RDVH¶V�������� FODVVLF� HVVD\� RQ� WKH� QDWXUH� RI� WKH� ILUP� ZKHUH� KH� GHVFULEHV� WKH� HFRQRPLF� V\VWHP� DV�µZRUNLQJ�LWVHOI¶��EHLQJ�FRRUGLQDWHG�E\�WKH�SULFH�PHFKDQLVP��D�V\VWHP�LQ�ZKLFK�VRFLHW\�EHFRPHV�QRW� DQ� RUJDQL]DWLRQ EXW� DQ� RUJDQLVP� �VHH� DOVR�� 'REE�� ������ +D\HN�� ������ +HQGHUVRQ�� �������+RZHYHU��SUHGLFWLRQ� LV� WKH�IXQFWLRQ�RI�XQLYHUVDO� ODZV��QRW� WKHRULHV��5RVOHQGHU���������7KHRULHV�WHVW�WKHVH�ODZV�ZKLFK�LV�ZK\�3RSSHULDQ�PHWKRGRORJ\�DUJXHV�WKDW�WKHRULHV�VKRXOG�EH��L��YDO XH�IUHH�DQG� �LL�� IDOVLILDEOH� DQG� QRW� YHULILDEOH�� 7KH� 5RFKHVWHU� 6FKRRO�� LQ� VHHNLQJ� WR� DWWULEXWH� ERWK�H[SODQDWLYH�DQG�SUHGLFWLYH�TXDOLWLHV�WR�WKHLU�WKHRULHV�DUH��LQ�HIIHFW��VRFLDOO\�FRQVWUXFWLQJ�D�YLHZ�RI�WKH�VRFLDO�ZRUOG�DQG�WKXV�LPSXWLQJ�WKHLU�RZQ�QRUPDWLYH�DVVXPSWLRQV�DQG�D�SULRUL YDOXHV�LQWR�WKHLU�FRQVWUXFWLRQ�RI�WKHRULHV���� (DUQLQJV�PDQDJHPHQW�LQ�WKH�FRQWH[W�XVHG�KHUH�LV�QRW�WKH�VDPH�DV�HDUQLQJV�PDQLSXODWLRQ��(DUQLQJV�PDQDJHPHQW�VWD\V�ZLWKLQ�WKH�UXOHV�RI�DFFRXQWLQJ�*$$3��ZKHUHDV�HDUQLQJV�PDQLSXODWLRQ�GRHV� QRW��7KXV�� HDUQLQJV� PDQDJHPHQW� KDV� EHHQ� GHVFULEHG� DV� WKH� SXUSRVHIXO� LQWHUYHQWLRQ� LQ� WKH� H[WHUQDO�ILQDQFLDO�UHSRUWLQJ�SURFHVV�IRU�WKH�SXUSRVH�RI�REWDLQLQJ�VRPH�SULYDWH�JDLQ��6FKLSSHU����������� 7KH� OREE\LQJ� EHKDYLRXU� RI� FRUSRUDWH�IXQGHG� RUJDQL]DWLRQV� DQG� LQGXVWU\� JURXSV� DFWLQJ� LQ� WKH�LQWHUHVWV� RI� ERWK� PDQDJHPHQW� DQG�RU� VKDUHKROGHUV� LV� HTXDOO\� FRQVLVWHQW� ZLWK� D� FODVVLFDO� �L�H��0DU[LDQ��SROLWLFDO�HFRQRP\�DQDO\VLV�RI�PDQDJHULDO�EHKDYLRXU��+RZHYHU��WKH�GLIIHUHQFH�EHWZHHQ�WKH�ODWWHU�DQDO\VLV�DQG�WKDW�RIIHUHG�E\�:DWWV�DQG�=LPPHUPDQ��������DQG�=HII��������������KDV�WR�GR��IXQGDPHQWDOO\��ZLWK�WKH�ILHOG�RI�YLVLRQ�HPSOR\HG�WR�H[SODLQ�VRFLR �SROLWLFDO�SURFHVVHV��:KHUHDV�WKH� HFRQRPLF� FRQVHTXHQFHV� DUJXPHQW� IRFXVHV� RQ� WKH� HFRQRPLF ZHDOWK� RI� PDQDJHUV� DQG�VKDUHKROGHUV��L�H��HFRQRPLF�VHOI�LQWHUHVW���FODVVLFDO�SROLWLFDO�HFRQRP\�DGGUHVVHV�WKH�ZLGHU��GHHSHU�VRFLR�SROLWLFDO�LVVXHV�DULVLQJ�RXW�RI�WKH�DELOLW\�RI�PDQDJHUV�DQG VKDUHKROGHUV�WR�XVH�WKHLU�HFRQRPLF�SRZHU� WR� SUHVHUYH� H[LVWLQJ� SRZHU� DV\PPHWULHV� DQG� VWUXFWXUDO� LQHTXDOLWLHV� DQG� W KXV� SULYLOHJH�PRQH\�FDSLWDO�RYHU�RWKHU�IRUPV�RI�FDSLWDO�� LQFOXGLQJ�VRFLDO��KXPDQ�DQG�FXOWXUDO�DQG�HFRORJLFDO��7KH�IDFW�WKDW�WKH�ODWWHU�GR�QRW�HQWHU�LQWR�WKH�µHFRQRPLF�FRQVHTXHQFHV¶�DUJXPHQW�SUHVHQWHG�E\�WKH�5RFKHVWHU�6FKRRO DQG�SRVLWLYH�DFFRXQWLQJ�WKHRULVWV�KLJKOLJKWV�WKH�FKRLFHV�ZKLFK�UHVHDUFKHUV�PDNH�DQG�DUH�FRQVWDQWO\� FKRRVLQJ WR�PDNH��EDVHG�RQ�WKHLU�RZQ�LGHRORJLFDO�YDOXHV��ZKHQ�WKH\�VHHN�WR�SUHGLFW��H[SODLQ�RU�LQWHUSUHW�VRFLDO�SKHQRPHQD���� 7KLV� VHW� RI� IDFWRUV� H[FOXGHV WKH� µLQIRUPDWLRQ�FRQWHQW¶� HIIHFW�RI� DQ�QHZ�DFFRXQWLQJ� VWDQGDUG�RQ�VKDUH�SULFHV��:DWWV�DQG�=LPPHUPDQ��������WRRN�WKLV�GHFLVLRQ�RQ�WKH�EDVLV�WKDW��DW�WKH�WLPH��³«�HFRQRPLF�WKHRULHV�RI�LQIRUPDWLRQ�DQG�FDSLWDO�PDUNHW�HTXLOLEULXP�ZHUH�QRW�VXIILFLHQWO\�GHYHORSHG�WR�DOORZ�SUHGLFWLRQV�WR�EH�PDGH�UHJDUGLQJ�WKH�LQIOXHQFH�>RI@�DQ�DFFRXQWLQJ�VWDQGDUG�RQ�WKH�FDSLWDO�PDUNHW¶V� DVVHVVPHQW� RI� WKH� GLVWULEXWLRQ� RI� UHWXUQV´� �S������� 7KH� LQIRUPDWLRQ� FRQWHQW� IDFWRU� LV�WKHUHIRUH� H[FOXGHG� IURP� WKHLU� DQDO\VLV��7KH�H[WHQW� WR�ZKLFK� WKLV�XQGHU �VSHFLILFDWLRQ�DIIHFWV� WKH�UHVXOWV�RI�WKHLU�HPSLULFDO�VWXG\�LV�GLIILFXOW�WR�JDXJH��GHSHQGLQJ�DV�LW�GRHV�RQ�� LQWHU�DOLD��WKH�H[WHQW�WR�ZKLFK�WKH�PDUNHWV�DUH�DEOH�WR�REWDLQ�LQIRUPDWLRQ�IURP�RWKHU�VRXUFHV��$V�QRWHG�LQ�6HFWLRQ�����DERYH�� WKH� DVVXPSWLRQ� RI� HIILFLHQW� DQG� FRPSHWLWLYH� PDUNHW V� LPSOLHV� WKDW� SULFH�VHQVLWLYH�
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LQIRUPDWLRQ� LV� REWDLQHG� IURP� PDQ\� GLIIHUHQW� VRXUFHV�� 1HYHUWKHOHVV�� LW� LV� SRVVLEOH� IRU� QHZ�DFFRXQWLQJ� VWDQGDUGV� WR� FKDQJH� WKH�PDUNHW¶V�SHUFHSWLRQ�RI� HFRQRPLF� ULVN� �DQG� WKXV�DIIHFW�ERWK�VKDUH�DQG�ERQG�SULFHV��DW�WKH�WLPH�RI�WKHLU�DGRSWLRQ�E\�UHSRUWLQJ�FRPSDQLHV��$�QRWDEOH�H[DPSOH�LV�WKH�8.¶V�GHEDWH�RYHU�JRRGZLOO�DFFRXQWLQJ�LQ�WKH�����V��ZKLFK�OHG�WR�WKH�DGRSWLRQ�RI�)LQDQFLDO�5HSRUWLQJ� 6WDQGDUG� �)56�� ��� �$6%�� ������ ZKLFK� UHTXLUHG� FDSLWDOLVDWLRQ� DQG� DPRUWL]DWLRQ� RI�JRRGZLOO��WKHUHE\�DIIHFWLQJ�GHEW�FRYHQDQW�UHVWULFWLRQV�SUHYLRXVO\�QHJRWLDWHG�ZLWK�OHQGHUV��,Q�WKHVH�FLUFXPVWDQFHV�� WKH� DGRSWLRQ� RI� )56� ��� KDV� EHHQ� IRXQG� WR� KDYH� SHUFHLYHG LQIRUPDWLRQ� FRQWHQW�EDVHG�RQ�PDQDJHPHQWV¶�EHOLHI�DERXW�)56���¶V�LPSDFW�RQ�PDUNHW�SHUFHSWLRQV�RI�WKHL U�FRPSDQLHV��WKXV� LQIOXHQFLQJ� PDQDJHPHQW� SUHIHUHQFHV�� DQG� KHQFH�� WKHLU� OREE\LQJ� EHKDYLRXU� �*RUH� HW� DO������������ :DWWV� DQG� =LPPHUPDQ� ������� SS���������� SURYLGH� D� PRUH� GHWDLOHG� DQDO\VLV� WR� VXSSRUW� WKHLU�PRGHO�RI�PDQDJHPHQW�OREE\LQJ�RQ�DFFRXQWLQJ�VWDQGDUGV��,Q HVVHQFH��WKHLU�PRGHO�DUJXHV�WKDW��LQ�WKH�FDVH�RI�ILUPV�RSHUDWLQJ�LQ�UHJXODWHG�LQGXVWULHV�RU�VXEMHFW�WR�SROLWLFDO�SUHVVXUHV��PDQDJHUV�KDYH�JUHDWHU LQFHQWLYHV� WR� FKRRVH� DFFRXQWLQJ� VWDQGDUGV�ZKLFK� UHSRUW� ORZHU HDUQLQJV� WKDQ� WR� FKRRVH�DFFRXQWLQJ� VWDQGDUGV� ZKLFK� UHSRUW� KLJKHU HDUQLQJV�� 7KLV� LV� EHFDXVH� SROLWLFDO� DQG� WD[�FRQVLGHUDWLRQV� DUH� DVVXPHG� WR� RXWZHLJK� WKH� FRPSHQVDWLRQ� IDFWRU� EHFDXVH� RI� WKH� FDVK� IORZ�LPSOLFDWLRQV�� $OWKRXJK�� SULPD� IDFLH�� OREE\LQJ� IRU� DQ� DFFRXQWLQJ� FKRLFH� ZKLFK� ZRXOG� UHGXFH�UHSRUWHG� HDUQLQJV DSSHDUV� FRQWUDGLFWRU\� WR� WKH� DVVXPSWLRQ� RI� XWLOLW\� PD[LPLVDWLRQ� �JLYHQ� WKDW�UHGXFHG� HDUQLQJV� ZRXOG� UHGXFH� PDQDJHPHQW¶V� FRPSHQVDWLRQ� SDFNDJH� LI� OLQNHG� WR� UHSRUWHG�HDUQLQJV���LQ�IDFW�WKH�EHKDYLRXU�LV�SHUIHFWO\�µUDWLRQDO¶�JLYHQ�WKDW��XQGHU�WKH�(0+��VKDUH�SUL FHV�ZLOO�QRW�EH�DIIHFWHG�E\�DQ\�FKDQJH�LQ�DFFRXQWLQJ�PHWKRG�ZKLFK�LV�QHXWUDO�LQ�WHUPV�RI�LWV�DIIHFW�RQ�FDVK�IORZV��DQG�WKDW�PDQDJHPHQW¶V�FRPSHQVDWLRQ�SDFNDJH�LQ�OLQNHG�WR�VKDUH�SULFH�SHUIRUPDQFH�WKURXJK�VKDUH� RSWLRQV��7KXV�� LW� LV� WKH� WKUHDW� IURP�SROLWLFDO� LQWHUIHUHQFH�ZKLFK� LV� VHHQ�DV� WKH�XQGHUO\LQJ�PRWLYDWLRQDO� IDFWRU��ZLWK� WKH� UHGXFWLRQ�RI� UHSRUWHG�HDUQLQJV�KDYLQJ�QR�HIIHFW�RQ� WKH�FRPSDQ\¶V�VKDUH� SULFH� �DOWKRXJK� LW�PD\� UHGXFH� WKH� WD[� FKDUJH� RQ� SURILWV�� VLQFH� WKH�PDUNHWV�ZLOO� QRW� UHDFW�JLYHQ�WKDW�LW�KDV�QR QHJDWLYH�LPSDFW�RQ�IXWXUH�FDVK�IORZV���� 7KH�µSXEOLF�LQWHUHVW¶�DUJXPHQW�LV�SRUWUD\HG�E\�:DWWV�DQG�=LPPHUPDQ��������DV�FRPPRQO\�XVHG�E\�WKH�SROLWLFDO�VHFWRU�LQ�VHUYLQJ�LWV�RZQ�VHOI�LQWHUHVW��7KLV�UDWKHU�MDXQGLFHG�YLHZ�RI�WKH�SROLWLFDO�VHFWRU� LV� DVVRFLDWHG�SDUWLFXODUO\�ZLWK� LVVXHV� VXUURXQGLQJ� WKH�QRWLRQ�RI� µPDUNHW� IDLOXUH¶�� ³2IWHQ��WKRVH� SXEOLF� LQWHUHVW� DUJXPHQWV� UHO\� RQ� WKH� QRWLRQ� WKDW� WKH� XQUHJXODWHG� PDUNHW� VROXWLRQ� LV�LQHIILFLHQW��7KH�W\SLFDO�DUJXPHQW�LV�WKDW�WKHUH�LV�D�PDUNHW�IDLOXUH�ZKLFK�FDQ�RQO\�EH�UHPHG LHG�E\�JRYHUQPHQW�LQWHUYHQWLRQ´��:DWWV�DQG�=LPPHUPDQ�������S��������� :HDOWK� WUDQVIHUV� EHWZHHQ� WKH� JRYHUQPHQW� DQG� WKH� SULYDWH� VHFWRU� DUH� DQ� HYHU �SUHVHQW� SDUW� RI�PRGHUQ�OLEHUDO�GHPRFUDFLHV��GHVSLWH�WKH�VWURQJ�HPSKDVLV�SODFHG�RQ�µIUHH�DQG�IDLU¶�WUDGH��$V�QRWHG�E\�:DWWV�DQG�=LPPHUPDQ���������WKH�EXVLQHVV�VHFWRU�LV�ERWK�WKH�VRXUFH��YLD��IRU�H[DPSOH��WD[HV�DQG�WDULIIV��DQG�WKH�UHFLSLHQW��YLD��H�J��WD[�FUHGLWV��DQG�VXEVLGLHV��RI�PDQ\�ZHDOWK�WUDQVIHUV��:LWKLQ�WKH�(8��ZHDOWK�WUDQVIHUV�WDNH�SODFH�EHWZHHQ�0HPEHU�6WDWHV�DQG�WKH�SULYDWH�VHFWRU��PRVW�QRWDEO\�LQ�WKH�IRUP�RI�KXJH�ILQDQFLDO�VXEVLGLHV�ZKLFK�DUH�JUDQWHG�WR�WKH�DJULFXOWXUDO�VHFWRU�XQGHU�WKH�(8¶V�&RPPRQ�$JULFXOWXUDO�3ROLF\��&$3����� 7KH� DUJXPHQW� E\�:DWWV� DQG�=LPPHUPDQ� �������� WKDW� FRUSRUDWH�PDQDJHPHQW� DWWHPSW� WR� VHFX UH�WKURXJK�SROLWLFDO�OREE\LQJ�DFFRXQWLQJ�VWDQGDUGV�ZKLFK�EHVW�VHUYH�WKHLU�RZQ�VHOI �LQWHUHVWV�DQG�RQO\�LQGLUHFWO\�WKH�LQWHUHVWV�RI�WKHLU�HPSOR\LQJ�RUJDQL]DWLRQ�DQG�LWV�VKDUHKROGHUV��ZDV�D�VRUW�RI�ZDNH �XS�FDOO� WR�WKH�DFFRXQWLQJ�SURIHVVLRQ��,W�KDG�EHHQ�ORQJ�WKRXJKW��E\�DFFRXQWLQJ�VWDQGDUG�VHWWHUV��WKDW�WKH�EDVLF�REMHFWLYH�RI�ILQDQFLDO�VWDWHPHQWV�LV�WR�SURYLGH�LQIRUPDWLRQ�XVHIXO�IRU�PDNLQJ�HFRQRPLF�GHFLVLRQV��$6%��������)$6%��������,$6%���������+RZHYHU��:DWWV�DQG�=LPPHUPDQ��������DUJXH�WKDW��UDWKHU�WKDQ�EHLQJ�D WHFKQLFDO�SURFHVV�WR�SURGXFH�µEHWWHU¶��L�H��PRUH�DFFXUDWH�RU�PRUH�XVHIXO��LQIRUPDWLRQ�IRU�LQYHVWRUV��WKH�IRUPXODWLRQ�RI�DFFRXQWLQJ�VWDQGDUGV�LV�D�SROLWLFDO�SURFHVV�DPRQJVW�YDULRXV�VHJPHQWV�RI�VRFLHW\��HDFK�VHHNLQJ�WR�OREE\�IRU�DFFRXQWLQJ�VWDQGDUGV�ZKLFK�Z LOO�SURPRWH�ZHDOWK�WUDQVIHUV�IDYRXUDEOH�WR�WKHPVHOYHV���� :DWWV� DQG� =LPPHUPDQ� ������� REVHUYHG� WKH� OREE\LQJ� EHKDYLRXU� RI� DOO� ��� VXEPLVVLRQV� WR� WKH�)$6%�LQ�UHODWLRQ�WR�WKH�SURSRVHG�VWDQGDUG�LQ�*3/$��2I�WKHVH�����ZHUH�QRQ �XWLOLW\�FRUSRUDWLRQV�ZKRVH� QHW� LQFRPH� ZRXOG� KDYH� EHHQ� GHFUHDVHG� E\� LWV� DGRSWLRQ�� ,Q� WKH� FDVH� RI� WKHVH� ���� HLJKW�VXSSRUWHG�WKH�SURSRVHG�VWDQGDUG�DQG����RSSRVHG�LW��7KHVH�HLJKW�FDPH�IURP�WKH�ODUJHU�ILUPV��8VLQJ�D�QRQ�SDUDPHWULF�WHVW��L�H��WKH�0DQQ�:KLWQH\�8�WHVW���WKH\�ZHUH�DEOH�WR�UHMHFW�WKH�QXOO K\SRWKHVLV�WKDW� WKHUH� LV� QR� DVVRFLDWLRQ� EHWZHHQ� ILUP� VL]H� DQG� WKH� DWWLWXGH� RI� LWV�PDQDJHPHQW� WRZDUGV� WKH�
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SURSRVHG�VWDQGDUG�DW�WKH�������OHYHO�RI�VLJQLILFDQFH��,Q�WKH�FDVH�RI�WKH�VPDOOHU�ILUPV�WKDW�OREELHG�IRU� WKH� DGRSWLRQ�RI� D� VWDQGDUG�ZKLFK�ZRXOG� LQFUHDVH� UHSRUWHG�HDUQLQJV��:DWWV�DQG�=LPPHUPDQ�VXJJHVW� WKH� EHKDYLRXU� RI� VPDOOHU� ILUPV� UHIOHFWHG� WKH� IDFW� WKDW� WKH� HFRQRPLF� EHQHILWV� WR�PDQDJHPHQW� IURP�KLJKHU� UHSRUWHG�HDUQLQJV�XQGHU� WKHLU� FRPSHQVDWLRQ�SDFNDJHV�RXWZHLJKHG� WKH�DVVRFLDWHG�SROLWLFDO�FRVWV��ZKHUHDV�WKH�UHYHUVH�ZDV�WUXH�IRU�WKH�ODUJHVW�ILUPV���� (DUO\�WHVWV�RI�WKH�SROLWLFDO�FRVW�K\SRWKHVLV�XVH�ILUP�VL]H�WR�SUR[\�IRU�H[SHFWHG�SROLWLFDO�FRVWV��VHH��IRU�H[DPSOH��'DOH\�DQG�9LJHODQG��������:DWWV�DQG�=LPPHUPDQ��������=PLMHZVNL�DQG�+DJHUPDQ���������+RZHYHU��IROORZLQJ�TXHVWLRQV�RYHU�WKH�XVH�RI�VL]H�DV�D�YDOLG�SUR[\�IRU�SROLWLFDO�FRVWV��VHH��IRU� H[DPSOH�� %DOO� DQG� )RVWHU�� ������ /HIWZLFK�� ������� UHVHDUFKHUV� XVLQJ� WKH� SROLWLFDO� FRVWV�K\SRWKHVLV�KDYH�HPSOR\HG�SUR[LHV�ZKLFK�DUH�FODLPHG�WR�PRUH�FORVHO\�DSSUR[LPDWH�DFWXDO SROLWLFDO�HYHQWV� RU� PRUH� FORVHO\� FDSWXUH� ILUP� FKDUDFWHULVWLFV� ZKLFK� LQFUHDVH� WKH� OLNHOLKRRG� RI� WKH� ILUP�EHFRPLQJ� D� SROLWLFDO� WDUJHW� �VHH�� IRU� H[DPSOH��&DKDQ� HW� DO��� ������6XWWRQ�� ������:RQJ�� �������1HYHUWKHOHVV��SUR[LHV�IRU�SROLWLFDO�FRVWV�UHPDLQ�UHODWLYHO\�XQVRSKLVWLFDWHG��&DKDQ�HW�DO���������DQG�QR� RQH� SUR[\� KDV� EHHQ� HVWDEOLVKHG� FRQFOXVLYHO\� WR� FDSWXUH� SROLWLFDO� FRVWV�� 5DWKHU�� UHVHDUFKHUV�FKRRVH� WR� WHVW� WKH� SROLWLFDO� FRVWV� K\SRWKHVLV� E\� HPSOR\LQJ� D� YDULHW\� RI� VXUURJDWHV� IRU� SROLWLFDO�FRVWV��$�VLPLODU�DSSURDFK�LV�DGRSWHG�LQ�WKH�SUHVHQW�VWXG\��2WKHU�DOWHUQDWLYH��VXUURJDWHV�IRU�SROLWLFDO�FRVWV�PD\�H[LVW�EXW�DUH�QRW�FRQVLGHUHG�KHUH���� 7KHUH�DSSHDUV�WR�EH�VRPH�FRQIXVLRQ�LQ�WKH�&65�OLWHUDWXUH�DV�WR�ZKHWKHU�SURILW�LV�D�VXUURJDWH�IRU�FRPSDQ\�VL]H�RU�SDUW�RI�D�FRPSDQ\¶V�VRFLR�SROLWLFDO�SURILOH�LQ�LWV�RZQ�ULJKW��$�GHWDLOHG�GLVFXVVLRQ�RI�WKLV�LVVXH�LV�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\��+RZHYHU��LW�VHHPV�UHDVRQDEOH�WR�DUJXH�WKDW�WKH�DEVROXWH�VL]H�RI�D�FRPSDQ\¶V�SURILWV�LQIOXHQFHV�LWV�SROLWLFDO�YLVLELOLW\��DV�GHPRQV WUDWHG�E\�WKH�8.�JRYHUQPHQW¶V�GHFLVLRQ�WR�LPSRVH�RQH�RII�WD[HV�RQ�WKH�µVXSHU¶�SURILWV�RI�HQHUJ\�FRPSDQLHV�LQ�WKH�ZDNH�RI�WKH�SULYDWLVDWLRQ�DQG�PDUNHWLVDWLRQ�RI�WKH�8.�HQHUJ\�VXSSO\�DQG�GLVWULEXWLRQ�VHFWRU�LQ�WKH�����V��+HQFH��IRU�WKH�SXUSRVHV�RI�WKH�SUHVHQW�VWXG\��SURILW�LV�HPSOR\HG�DV�D�VXUURJDWH�IRU�VL]H���� 7URWPDQ�DQG�%UDGOH\���������IROORZLQJ�6SLFH������D���DOVR�H[WHQGHG�WKH�SROLWLFDO�FRVWV�DUJXPHQW�XQGHU�DJHQF\�WKHRU\�WR�LQFOXGH�WKH�µVRFLDO�FRQVWUDLQWV¶�RQ�D�ILUP��(VVHQWLDOO\��WKHLU�EDVLF�DUJXPHQW�LV� WKDW� LW� LV� WKH� WKUHDW RI� VDQFWLRQV� �H�J�� OHJLVODWLRQ�� JRYHUQPHQW� UHJXODWLRQ�� MXGLFLDO� GHFLVLRQV��SURWHVWV�E\�VSHFLDO�LQWHUHVW�JURXSV�DQG�FRQVXPHU�ER\FRWWV��DJDLQVW�FRUSRUDWH�DFWLYLWLHV�MXGJHG�WR�EH� VRFLDOO\�XQGHVLUDEOH� ZKLFK� LQGXFHV� PDQDJHPHQW� WR� DGRSW� SROLFL HV� DQG� UHSRUW� RQ� LWV�SHUIRUPDQFH�LQ�UHODWLRQ�WR�VRFLDO� LVVXHV�� LQFOXGLQJ�HQYLURQPHQWDO�LVVXHV��+HQFH��&65�LV�VHHQ�DV�EHLQJ� LQIOXHQFHG�E\� WKH�H[WHQW� WR�ZKLFK�PDQDJHPHQW�SHUFHLYHV� WKH� WKUHDW�RI�SRWHQWLDO� ILQDQFLDO�SHQDOWLHV� IRU� SRRU� VRFLDO� SHUIRUPDQFH�� +RZHYHU�� ZKLOVW� WKLV� OLQH� RI� UHVHDUFK� PD\� ZHOO� RIIHU�LQVLJKWV�LQWR�PDQDJHULDO�EHKDYLRXU��WKHUH�DUH�D�QXPEHU�RI�SUDFWLFDO�GLIILFXOWLHV�LQYROYHG��QRW�OHDVW�WKH�LGHQWLILFDWLRQ�DQG�PHDVXUHPHQW�RI�DSSURSULDWH�SUR[LHV�IRU�µVRFLDO�FRQVWUDLQWV¶����� 0DUNHW�FDSLWDOLVDWLRQ�ZDV�DOVR�FRQVLGHUHG�IRU�LQFOXVLRQ�DV�D�SUR[\�IRU�VL]H�EXW�ZDV�VXEVHTXHQWO\�H[FOXGHG�RZLQJ�WR�WKH�IDFW�WKDW�D�ODUJH�PLQRULW\�RI�WKH�FRPSDQLHV�LQ�WKH�VDPSOH�ZHUH�LQ�IDFW�QRW�OLVWHG� RQ� D� UHFRJQLVHG� VWRFN� H[FKDQJH� HLWKHU� EHFDXVH� WKH\� ZHUH� SDUW� RI� WKH� SXEOLF� VH FWRU� DQG�RZQHG� E\� QDWLRQDO� RU� UHJLRQDO� JRYHUQPHQWV� RU� ZHUH� ZKROO\ �RZQHG� VXEVLGLDULHV� RI� RWKHU�FRPSDQLHV���� :DWWV� DQG�=LPPHUPDQ¶V� ������� UHIHUHQFH� WR� WKH� µHOHFWRUDWH¶� UDWKHU� WKDQ� WKH� µJHQHUDO�SXEOLF¶� LV�LQWHQWLRQDO��$OWKRXJK�WKHVH�WZR�VHFWLRQV�RI�VRFLHW\�PD\� EH�RQH�DQG�WKH�VDPH��LW�LV�WKH�YRWHV�RI�DQ�HOHFWRUDWH� ZKLFK� DWWUDFW� WKH� LQWHUHVW� RI� HOHFWHG� RIILFLDOV�� WKH� ODWWHU� DOVR� EHLQJ� VHHQ� DV� XWLOLW\�PD[LPLVHUV�ZKRVH�RQO\�PRWLYDWLRQ�LV�WKHLU�RZQ�VHOI �LQWHUHVW���� 2I� WKH� ���� FRPSDQLHV� LQFOXGHG� LQ� WKHLU� VWXG\�����ZHUH� RLO� FRPSDQLHV�RI�ZKLFK��� ������PDGH�HQYLURQPHQWDOO\�UHODWHG� GLVFORVXUHV�� RI� WKH� ���� QRQ�RLO� FRPSDQLHV�� RQO\� ��� ������ PDGH�HQYLURQPHQWDOO\�UHODWHG�GLVFORVXUHV��7KH�RLO�FRPSDQLHV�PDGH�D�WRWDO�RI�����VRFLDO�GLVFORVXUHV�RI�ZKLFK���� ����� UHODWHG� WR� WKH� HQYLURQPHQW�� WKH�QRQ�RLO� FRPSDQLHV�PDGH�D� WRWDO� RI�������VRFLDO�GLVFORVXUHV��RI�ZKLFK�RQO\���������UHODWHG�WR�WKH�HQYLURQPHQW��1HVV�DQG�0LU]D����������� 7KHUH�LV�DOVR�D�EUDQFK�RI�WKH�JHQHUDO�GLVFORVXUH�OLWHUDWXUH�ZKLFK�H[SORUHV�WKH�UHODWLRQVKLS�EHWZHHQ�GLVFORVXUH� DQG WKH� H[WHQW� WR� ZKLFK� FRPSDQLHV� UHO\� RQ� WKH� SXEOLF� FDSLWDO� PDUNHWV� IRU� H[WHUQDO�ILQDQFH��VHH��IRU�H[DPSOH��&DPIIHUPDQ��������&KRL��������)LUWK��������)UDQNHO� HW�DO���������0HHN�HW� DO��� ������� ,Q� HVVHQFH�� WKLV� OLWHUDWXUH� K\SRWKHVLVHV� D� JHQHUDO GLVFORVXUH� UHODWLRQVKLS� EHWZHHQ�FDSLWDO�PDUNHW� DFWLYLW\� DQG�GLVFORVXUH�XQGHU�ZKLFK��RYHU� WLPH��FRPSDQLHV�ZKLFK�KDYH�D�JUHDWHU�UHOLDQFH�RQ� WKH�FDSLWDO�PDUNHWV� WKURXJK�QHZ� LVVXHV�RI� VKDUHV�DQG�ERQGV�DUH�DVVHUWHG� WR�SURYLGH�KLJKHU� OHYHOV�RI�GLVFORVXUH��DQG�D� VSHFLILF UHODWLRQVKLS�XQGHU�ZKLFK�LQFUHDVHV�LQ�GLVFORVXUH�RYHU�
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WLPH�DUH�DVVHUWHG�WR�EH�DVVRFLDWHG�ZLWK�QHZ�GHPDQGV��L�H��QHZ�FDOOV�IRU�H[WHUQDO�ILQDQFH��RQ�WKH�FDSLWDO� PDUNHWV�� :KLOVW� WKLV� OLQH� RI� HPSLULFDO� UHVHDUFK� PD\� KDYH� YDOXH� LQ� D� JHQHUDO� UHSRUWLQJ�FRQWH[W��LWV�UHOHYDQFH�LQ�WKH�VSHFLILF�FRQWH[W�RI�&65�LV�PRUH�GLIILFXOW�WR�DVFHUWDLQ�DQG�WKXV�LV�QRW�DGGUHVVHG�LQ�WKLV�WKHVLV���� 'LVFORVXUH�LQ�WKLV�FRQWH[W�XVXDOO\�UHIHUV�WR�µLQIRUPDWLYH�GLVFORVXUH¶��L�H��GLVFORVXUH�ZKLFK�LV�XVHIXO�IRU�GHFLVLRQ�PDNLQJ��)RUPDOO\�� WKLV�PD\�EH WDNHQ�DV�PHDQLQJ� WKDW� WKH� LQIRUPDWLRQ�FRQWHQW�RI�D�PHVVDJH� KDV� WKH� FDSDFLW\� WR� UHGXFH� XQFHUWDLQW\�� ZKHUH� LQFUHDVHG� µLQIRUPDWLYHQHVV¶� OHDGV� WR�GHFUHDVHG� LQIRUPDWLRQ� ULVN� GHPDQGHG�E\� LQYHVWRUV� DQG� WKXV� D� ORZHU� FRVW� RI� FDSLWDO� �(OOLRW� DQG�-DFREVRQ������������ 7KH�DVVXPSWLRQ�KHUH�LV�WKDW�DQ�LQYHVWRU¶V�SHUFHSWLRQ�RI�ULVN�LV�LQIOXHQFHG�E\�WKH�GHJUHH�WR�ZKLFK�WKH�PDQDJHUV� RI� WKH� ILUP� DUH� VHHQ� DV� RSHQ� DQG� IRUWKFRPLQJ� LQ� GLVFORVLQJ� LQIRUPDWLRQ��2Q� WKLV�EDVLV�� LW� LV� DVVXPHG� WKDW�KLJKHU� OHYHO�RI�GLVFORVXUHV�DUH�DVVRFLDW HG�ZLWK�D�PRUH� WUDQVSDUHQW�DQG�OHVV�VHFUHWLYH�ERDUG�RI�GLUHFWRUV��7KLV�DVVXPSWLRQ� LV�FOHDUO\�RSHQ� WR�TXHVWLRQ� LQ�D�&65�FRQWH[W�JLYHQ�WKH�SXEOLF�UHODWLRQV�DVSHFW�VXUURXQGLQJ�PXFK�RI�&65�&('��VHH�&KDSWHU�����1HYHUWKHOHVV��WKHUH� PD\� EH� VRPH� MXVWLILFDWLRQ� IRU� DUJXLQJ� WKDW� HYHQ� GLVFXUVLYH� HQYLURQPHQWDO� GLVFORVXUHV�LQIOXHQFH�LQYHVWRU�SHUFHSWLRQV��SDUWLFXODUO\�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�SURJUHVV�LQ�DUHDV�WKDW�DUH�OLNHO\� WR�\LHOG�IXWXUH�EHQHILWV� LQ� WKH�IRUP�RI�EHWWHU�HPSOR\HH��FXVWRPHU��SXEOLF�DQG�JRYHUQPHQW�UHODWLRQV��VHH��IRU�H[DPSOH��%HQVWRQ���������0DUNHW�SUHVVXUHV��KRZHYHU��SDUWLFXODUO\�WKH�ILQDQFLDO�PDUNHWV¶�SUHRFFXSDWLRQ�ZLWK�VKRUW�WHUP�UHWXUQV��VHH��IRU�H[DPSOH��0XUUD\� HW�DO���������DUH�OLNHO\�WR�DFW�DV�D�VHYHUH�FRQVWUDLQW�RQ�PDQDJHPHQW¶V�XVH�RI�WKLV�DUJXPHQW���� ,Q� WKH� FRQWH[W� RI� &65�� WKLV� DQDO\VLV� PDNHV� D� QXPEHU� RI� DVVXPSWLRQV� DERXW� WKH� XVHIXOQHVV��UHOLDELOLW\� DQG� LQIOXHQFH� RI� &65� XQGHU� WKH� LQYHVWRU� GHFLVLRQ� XVHIXOQHVV� IUDPHZRUN� �VHH�� IRU�H[DPSOH��&RRSHU��������&KDQ�DQG�0LOQH���������$�GLVFXVVLRQ�RI�WKHVH�LV VXHV�LV�RXWVLGH�WKH�VFRSH�RI� WKH� SUHVHQW� VWXG\� EXW� LW� LV� LPSRUWDQW� WR� DSSUHFLDWH� WKDW� WKH� SULRU� OLWHUDWXUH� RQ� WKH� SHUFHLYHG�XVHIXOQHVV� DQG� LQIOXHQFH� RI� &65�&('� RQ� LQYHVWRUV� DQG� RWKHU� XVHUV� RI� DQQXDO� UHSRUWV��QRWZLWKVWDQGLQJ� WKH� DSSDUHQW� GHPDQG� IURP� LQYHVWRUV� IRU� VRFLDO� DQG� HQYLURQPHQWDO� LQIRUPDWLRQ��VHH��IRU�H[DPSOH��'HHJDQ�DQG�5DQNLQ��������(SVWHLQ�DQG�)UHHGPDQ��������*RRGZLQ� HW�DO���������())$6���������UHPDLQV�HTXLYRFDO�DQG�FRQWURYHUVLDO��VHH��IRU�H[DPSOH�� %HONDRXL��������&KDQ�DQG�0LOQH��������,QFH�DQG�*LIIRUG�*LIIRUG��������+DUWH�HW�DO���������5RFNQHVV��DQG�:LOOLDPV��������7HRK�DQG�6KXL�� �������2Q�RQH� VLGH�� LW�PD\�EH�VXJJHVWHG� WKDW�HQYLURQPHQWDO�GLVFORVXUH�� FHWHULV�SDULEXV�� RYHU� WKH� ORQJ� UXQ�� UHGXFHV� ULVNV� DQG� WKDW� WKH� SRWHQWLDO� EHQHILWV� IURP� DQ� H[HPSODU\HQYLURQPHQWDO� PDQDJHPHQW� SURJUDPPH� ZRXOG� JHQHUDWH� D� SRVLWLYH� UHDFWLRQ� IURP� LQYHVWRUV��+RZHYHU�� LW� PD\� DOVR� EH� WKDW� LQYHVWRUV� GR� QRW� IDYRXU� HLWKHU� WKH� H[SHQGLWXUH� RU� LWV� GLVFORVXUH��&RRSHU� ������� VXJJHVWV� WKDW� LQYHVWRUV¶� DWWLWXGHV�PD\�YDU\� DORQJ�D�FRQWLQXXP�� UDQJLQJ� IURP�QR�H[SHQGLWXUH�DQG�PLQLPDO�GLVFORVXUH�DV� WKLV�PD[LPLVHV� UHWXUQV� WR� LQYHVWRUV� �DW� OHDVW� LQ� WKH�VKRUW�UXQ�� WR� GLVFUHWLRQDU\� H[SHQGLWXUH� RQ� SROOXWLRQ�DEDWHPHQW� DQG� PD[LPXP� GLVFORVXUH� WR� DFKLHYH�PDMRU� SXEOLF� UHODWLRQV� EHQHILWV�� 7KXV�� ZKLOVW� LW� PD\� EH� WKDW� VRPH� LQYHVWRUV� YDOXH� H[WHQVLYH�HQYLURQPHQWDO�GLVFORVXUHV�EHFDXVH�WKLV�LQGLFDWHV�FRUSRUDWH�PDQDJHPHQW�KDYH�PLQLPL]HG�WKH�ULVN�RI�SURVHFXWLRQ��LW�VHHPV�HTXDOO\�SODXVLEOH�WR�VXJJHVW�WKDW�RWKHU�LQYHVWRUV�PD\�SUHIHU�WKDW�PDQDJHUV�GR�QRW FRPSO\�ZLWK�VWDQGDUGV��DQG�IRU�WKLV�YLRODWLRQ�QRW WR�EH�LGHQWLILHG��&RRSHU����������� 6RPH�LQIRUPDWLYH�GLVFORVXUHV�FDQ�OHDG�WR�FRPSHWLWLYH�GLVDGYDQWDJH�DQG�WKXV�ZHDNHQ�D�FRPSDQ\¶V�DELOLW\� WR�JHQHUDWH� FDVK� IORZV��'LVFORVXUHV� VXFK�DV� LQIRUPDWLRQ�DERXW� WHFKQLFDO� DQG�PDQDJHU LDO�LQQRYDWLRQ�PD\�DFWXDOO\�KDUP�D�FRPSDQ\¶V�IXWXUH�SURVSHFWV�E\�FUHDWLQJ�FRPSHWLWLYH�GLVDGYDQWDJH�DQG� WKXV�DUH�QRW� LQ� WKH� LQWHUHVWV�RI� WKH�FRPSDQ\��+RZHYHU��D�GLVWLQFWLRQ�FDQ�EH�GUDZQ�EHWZHHQ�LQIRUPDWLRQ�ZKLFK�LV�XVHIXO�WR�LQYHVWRUV�DQG�FUHGLWRUV�IRU�WKH� SXUSRVHV�RI�HVWLPDWLQJ�WKH�DPRXQW��WLPLQJ�DQG�FHUWDLQO\�RI�IXWXUH�FDVK�IORZV�DQG�LQIRUPDWLRQ�ZKLFK�FUHDWHV�FRPSHWLWLYH�GLVDGYDQWDJH��$V� VXFK�� DQ\� RYHUODS� EHWZHHQ� LQIRUPDWLRQ� GHVLJQHG� WR�PHHW� LQYHVWRUV¶� QHHGV� DQG� LQIRUPDWLRQ�ZKLFK�EHQHILWV�FRPSHWLWRUV�LV�SHUKDSV�FRLQFLGHQWDO��ZLWK�WKH�PDQDJHPHQW�RI�WKH�ILUP�EHLQJ�DEOH�WR�LQIRUP�LQYHVWRUV�ZKLOVW�QRW�VXIIHULQJ�XQGXH�FRPSHWLWLYH�GLVDGYDQWDJH��(OOLRW�DQG�-DFREVRQ����������� ())$6��������DUJXHG��³«�FXUUHQW�DFFRXQWLQJ�VWDQGDUGV�DUH�QRW�VXIILFLHQWO\�GHYHORSHG�WR�SURYL GH�WKH� QHFHVVDU\� VXSSRUW� IRU� GHFLVLRQ�PDNLQJ´� �S���� DQG�ZHQW� RQ� WR� SURYLGH� D� OLVW� RI� WKH� W\SH� RI�LQIRUPDWLRQ�ZKLFK�FRPSDQLHV�PLJKW�SURYLGH��())$6�������S������7KLV�OLVW�LQFOXGHG��GHWDLOV�RI�WKH�ILUP¶V�HQYLURQPHQWDO�SROLFLHV�DQG�WDUJHWV��GHWDLOV�RI�WKH�V\VW HP�IRU�FROOHFWLQJ�HQYLURQPHQWDO�GDWD�DW�D�ORFDO�DQG�JURXS�OHYHO��GHWDLOV�RI�DQ\�HQYLURQPHQWDO�DXGLWV��GLVFXVVLRQ�RI�PDLQ�HQYLURQPHQWDO�FKDOOHQJHV� DQG� SUREOHPV�� ZKHWKHU� WKH� FRPSDQ\� KDG� FRPSOLHG� ZLWK� ZRUOG �ZLGH� H[LVWLQJ�
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HQYLURQPHQWDO� ODZ� DQG� UHJXODWLRQV�� ZKHWKHU� WKH� FRPSDQ\� KDG� WDNHQ� RXW� VSHFLDO� LQVXUDQFH� IRU�HQYLURQPHQWDO�ULVNV��DQG��ZKHWKHU�WKH�FRPSDQ\�KDG�VLJQHG�XS�WR�WKH�,&&�&KDUWHU�IRU�6XVWDLQDEOH�'HYHORSPHQW���� 7KH�FRQWUDFW�DQG�PRQLWRULQJ�FRVWV�K\SRWKHVLV�ZDV�HPSOR\HG�E\�%HONDRXL�DQG�.DUSLN�������� WR�H[SODLQ� YDULDWLRQV� LQ� YROXQWDU\� &65� DFURVV� ILUPV�� 7KH� DXWKRUV¶� UHDVRQLQJ� LQ� WKLV� FRQWH[W� ZDV�GHYHORSHG�XQGHU�($7�DV�IROORZV��/HQGHUV�RI�ORDQ�FDSLWDO�LQFOXGH�WHUPV�LQ�GHEW�DJUHHPHQWV�ZKLFK�DUH�LQWHQGHG�WR�UHGXFH�PDQDJHPHQW¶V�DELOLW\�WR�FUHDWH�ZHDOWK�WUDQVIHUV�EHWZHHQ�VKDUHKROGHUV�DQG�WKH�OHQGHUV��7KHVH�WHUPV��NQRZQ�DV�UHVWULFWLYH�FRYHQDQWV��LQFOXGH�OLPLWV�RQ�ILQDQFLDO�OHYHUDJH�DQG�OLPLWV�RQ�SD\RXW�UDWHV��7KH�DXWKRUV�DUJXH�WKDW�JLYHQ�WKHVH�UHVWULFWLYH�FRYHQDQWV�DQG�WKH�DVVXPSWLRQWKDW�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUH�IROORZV�DQ�RXWOD\�IRU�GLVFUHWLRQDU\�H[SHQGLWXUH�RQ�VRFLDO�DQG�HQYLURQPHQWDO�SHUIRUPDQFH� LPSURYHPHQW�SURJUDPPHV�ZKLFK� UHGXFH�VKRUW� WHUP�HDUQLQJV�� LW�IROORZV� WKDW�FRPSDQLHV�IDFLQJ� OHVV�UHVWULFWLRQV�XQGHU� WKH�UHVWULFWLYH�FRYHQDQWV��H�J��E\�KDYLQJ�D�ORZHU� GHEW� WR� HTXLW\� UDWLR�� DUH� DEOH� WR� FDUU\� RXW� PRUH� GLVFUHWLRQDU\� VRFLDO� DQG� HQYLURQPHQWDO�SURJUDPPHV� DQG� WKXV� SURYLGH� D� KLJKHU� OHYHO� RI� VRFLDO� DQG� HQYLURQPHQWDO� LQIRUPDWLRQ� LQ� WKHLU�DQQXDO�UHSRUWV��7KXV��WKH�DXWKRUV�K\SRWKHVLVHG�WKDW�WKHUH�LV�D� QHJDWLYH DVVRFLDWLRQ�EHWZHHQ�&65�DQG� FRQWUDFWLQJ� DQG� PRQLWRULQJ� FRVWV�� 7KH� DXWKRUV¶� DVVXPSWLRQ� RI� D� FDXVDO� OLQN� EHWZHHQ�GLVFUHWLRQDU\� VSHQGLQJ� SURJUDPPHV� DQG� GLVFORVXUH�PD\� KDYH� EHHQ� DSSURSULDWH� JLYHQ� WKDW� WKHLU�UDZ�GDWD�ZDV�GUDZQ�IURP�WKH�(UQVW�	�(UQVW��������VXUYH\�GDWD�ZKLFK�IRFXVHG�RQ�SDUWLFXODU�IRUPV�RI�VRFLDO�GLVFORVXUH��7KH�UDZ�GDWD�IRU�WKH�SUHVHQW�VWXG\��KRZHYHU��PDNHV�QR� D�SULRUL DVVXPSWLRQV�DERXW� GLVFUHWLRQDU\� HQYLURQPHQWDO� VSHQGLQJ� SURJUDPPHV� QRU� GRHV� LW� DWWHPSW� WR� OLQN� VXFK�SURJUDPPHV�ZLWK�WKH�W\SH�DQG�QDWXUH�RI�&('�DV�GHILQHG��VHH�&KDSWHU�����0RUHRYHU��DV�GLVFXVVHG�LQ�&KDSWHUV� ��� ��� DQG� ���� WKH� SUHVHQW� VWXG\� VXJJHVWV� WKDW�PXFK�RI� WKH� UHSRUWLQJ�RI�&('�KDV� D�SXEOLF�UHODWLRQV�JORVV�WR�LW�UDWKHU�WKDQ�UHIOHFWLQJ�DQ\�SDUWLFXODU�XQGHUO\LQJ�VSHQGLQJ�SURJUDPPH��$FFRUGLQJO\�� %HONDRXL� DQG�.DUSLN¶V� DSSURDFK� LV� QRW� GHHPHG� DSSURSULDWH� LQ� WKH� FRQWH[W� RI� WKH�SUHVHQW�VWXG\���� 0RVW� µPDLQVWUHDP¶� PHPEHUV� RI� WKH� ILQDQFLDO� DFFRXQWLQJ� ZLQJ� RI� WKH� DFFRXQWLQJ� SURIHVVLRQ�RSHUDWH�LQ�D�QDUURZ��HFRQRPLF��PDUNHWV�EDVHG�ZRUOG�DQG�ZLOO�PRVW�OLNHO\�EH�DZDUH�RI�WKH�SRWHQWLDO�SUHVVXUHV� ZKLFK� DFFRXQWLQJ� VWDQGDUG�VHWWHUV� FRPH� XQGHU� IURP� WKH� EXVLQHVV� VHFWRU� �VHH�� IRU�H[DPSOH��=HII�� ������� ,W� LV� WKLV�ZRUOG�� WKH�ZRUOG�RI� DFFRXQWLQJ� UHJXODWLRQ�DQG� VWDQGDUG �VHWWLQJ��ZKLFK�LV�PXFK�PRUH�IDPLOLDU�WR�WUDGLWLRQDO�DFFRXQWDQWV�WKDQ�RQH�ZKLFK�VHHV�DFFRXQWLQJ�DV�D�IRUP�RI� VRFLDO� FRQVWUXFWLRQ� GHVLJQHG� WR� SULYLOHJH� PRQH\� FDSLWDO� RYHU� ODERXU�� $V� VXFK�� LW� LV�XQGHUVWDQGDEOH�ZK\�($7� LV� VR� SRSXODU� DPRQJVW�PDLQVWUHDP�DFFRXQWLQJ� UHVHDUFK� DQG�SUDFWLFH��FRPSDUHG� WR� RWKHU� PRUH� UDGLFDO�� SROLWLFDO� WKHRULHV� VXFK� DV� OHJLWLPDF\� RU� SROLWLFDO� HFRQRP\� RI�DFFRXQWLQJ� WKHRU\�� )RU� VLPLODU� UHDVRQV�� DJHQF\� WKHRU\� KDV� EHHQ� DUJXHG� DV� EHLQJ� UHOHYDQW� DQG�YDOXDEOH�WR�WKH�VWXG\�RI�RUJDQL]DWLRQV�EHFDXVH�LW�UHPLQGV�XV�³«�WKDW�PXFK�RI�RUJDQL]DW LRQDO�OLIH��ZKHWKHU�ZH�OLNH�LW�RU�QRW��LV�EDVHG�RQ�VHOI�LQWHUHVW´��(LVHQKDUGW�������S�������� +LOO� DQG� -RQHV� ������� DGYRFDWH� D� VWDNHKROGHU�DJHQF\� WKHRU\� LQ� ZKLFK� DJHQF\� WKHRU\�FRQVLGHUDWLRQV� DUH� DSSOLHG� WR� DOO� VWDNHKROGHUV� UDWKHU� WKDQ� MXVW� WR� VKDUHKROGHUV�DQG ERQGKROGHUV��+RZHYHU��JLYHQ� WKH�FRUH��QRQ�FRQMHFWXUDO�DVVXPSWLRQ�RI�XWLOLW\�PD[LPLVDWLRQ��IRU�WKH� 5RFKHVWHU�6FKRRO�EUDQG�RI�DJHQF\ WKHRU\ WR�EH�YDOLG� DV� D�EURDG� VRFLDO� WKHRU\� LPSOLHV� WKDW�DOO� VHFWLRQV�RI�VRFLHW\� DUH�JUHHG\�DQG� VHOILVK�� FRQFHUQHG�RQO\�ZLWK WKHLU�RZQ� LQWHUHVWV�� ,W� LV�GLIILFXOW� WR�DFFHSW�VXFK�D�SHUVSHFWLYH�JLYHQ�WKDW�WKH�ZRUOG�LV�SRSXODWHG�E\�ODUJH�QXPEHUV�RI�SHRSOH�ZKR�FOHDUO\�GR�QRW� DFW� LQ� WKHLU� RZQ� VHOI�LQWHUHVW�� 1RQ�JRYHUQPHQWDO� RUJDQL]DWLRQV� �1*2V�� VXFK� DV� $PQHVW\�,QWHUQDWLRQDO�� *UHHQSHDFH�� )ULHQGV� RI� WKH� (DUWK�� 0HGLFLQ VDQV� )URQWLHU�� WKH� ,QWHUQDWLRQDO� 5HG�&URVV�� DQG� WKH� KXQGUHGV� RI� RWKHU� QRQ�YLROHQW� DFWLRQ� JURXSV� DURXQG� WKH� ZRUOG� DUH� DFWLYHO\�FDPSDLJQLQJ� IRU� DQ� DOWHUQDWLYH� WR� WKH� µJUHHG� LV� JRRG¶� FXOWXUH�ZKLFK� VR� XQGHUSLQV�QHR �FODVVLFDO�HFRQRPLF�DQDO\VLV�
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&KDSWHU��0DQDJHULDO�VWDNHKROGHU�WKHRU\�DQG�WKH�XVH�RI�&('�WR�PDQDJH�VWDNHKROGHU�JURXSV
��� ,QWURGXFWLRQ0DQDJHULDO� VWDNHKROGHU� WKHRU\� �067�� LV� RQH� HOHPHQW�ZLWKLQ� D�EURDG�ERG\�RI� OLWHUDWXUH� WKDW�IRUPV� VWDNHKROGHU� WKHRU\� ZKLFK� KDV� WHQGHG� WR� GLYHUJH� DORQJ� VHYHUDO� GLIIHUHQW� UHVHDUFK�VWUHDPV�� HDFK� RQH� UHIOHFWLQJ� D� GLIIHUHQW� VHW� RI� YDOXHV� DQG� SUHIHUHQFHV�� 7KXV�� ZKLOVW�VWDNHKROGHU� WKHRU\¶V� XOWLPDWH� MXVWLILFDWLRQ� PD\� EH� SHUFHLYHG� WR� OLH� LQ� LWV� QRUPDWLYH ELDV�WRZDUGV�PRUH�SOXUDOLVW�VRFLDO�V\VWHPV��VHH��IRU�H[DPSOH��&DUUROO��������)UHHPDQ��������-RQHV��������� LW� RIIHUV� VHYHUDO� IXQGDPHQWDOO\�GLVWLQFW�PRGHOV� IRU� DQDO\VLV� �'RQDOGVRQ�DQG�3UHVWRQ����������L� QRUPDWLYH �L�H��SUHVFULSWLYH��PRGHO�± L�H��KRZ�VKRXOG PDQDJHPHQW�DGGUHVV�VWDNHKROGHU�FRQFHUQV�DQG�LQWHUHVWV�DV�RSSRVHG�WR ZKDW�DFWXDOO\�WDNHV�SODFH�LQ�SUDFWLFH��LL� LQVWUXPHQWDO �L�H��PHDQV�HQGV��PRGHO�± L�H��EXVLQHVVHV�ZKLFK�UHFRJQLVH�DQG�UHVSRQG�WR�VWDNHKROGHU�FRQFHUQV�ZLOO�VXFFHHG�EHWWHU�WKDQ�WKRVH�WKDW�GR�QRW��DQG��LLL� GHVFULSWLYH�PRGHO� ± L�H�� EXVLQHVVHV�GR UHFRJQLVH� DQG� UHVSRQG WR� VWDNHKROGHU� LQWHUHVWV�DQG�RU�SUHVVXUHV�,Q� HDFK� FDVH�� WKH� VWDNHKROGHU� FRQFHSW� VKLIWV� WKH� IRFXV�RI�RUJDQL]DWLRQDO� DQDO\VLV� DZD\� IURP�WKH� VLPSOH� SULQFLSDO�DJHQW� UHODWLRQVKLS� WRZDUGV� D�PRUH� SOXUDOLVWLF� RQH�ZKLFK� SHUFHLYHV� WKH�FRUSRUDWLRQ�DV�DQ�HQWLW\�WKDW LV�FHQWUDOO\�FRQWUROOHG�E\�WKH�PDQDJHPHQW��D�SULPH�UHVSRQVLELOLW\�RI�ZKLFK� LV� WR� UHFRJQLVH�DQG� UHVSRQG� WR� WKH�QHHGV�DQG�FRQFHUQV�RI� WKH�YDULRXV� LQWHUQDO�DQG�H[WHUQDO�VWDNHKROGHU�JURXSV��7KH�ILUVW�RI�WKH�WKUHH�VWUHDPV�LGHQWLILHG�DERYH�LV�FRQFHUQHG�ZLWK�ZKDW�RXJKW WR�EH�WKH�FDVH��UDWKHU�WKDQ�ZKDW�LV WKH�FDVH��$OWKRXJK�VWLOO�DW�D�UHODWLYHO\�SULPLWLYH�VWDJH� RI� GHYHORSPHQW�� WKLV� PRGHO� DOUHDG\� LQFOXGHV� PDQ\� GLIIHUHQW� YHUVLRQV� RI� VWDNHKROGHU�WKHRU\� GUDZQ� IURP� GLIIHUHQW� ILHOGV� RI� SKLORVRSK\� DQG� WKH� VRFLDO� VFLHQFHV�� LQFOXGLQJ�SRVWPRGHUQLVP�� HWKLFV� DQG� PRUDOLW\�� IHPLQLVP�� FRUSRUDWH� JRYHUQDQFH�� HFRORJ\� DQG�SV\FKRDQDO\VLV�� HDFK� RI� ZKLFK� VSHFLILHV� GLIIHUHQW� VHWV� RI� VWDNHKROGHUV� DQG� SULYLOHJHV� D�GLIIHUHQW� VHW� RI� SULQFLSOHV�� UDWLRQDOHV�� YDOXHV�� ULJKWV� DQG� LQWHUHVWV� �VHH�� IRU� H[DPSOH��$UJDQG}QD�� ������ %XUWRQ� DQG� 'XQQ�� ������ )UHHPDQ�� ������ )UHHPDQ� DQG� *LOEHUW�� ������*RRGSDVWHU��������/RJGVRQ�DQG�<XWKDV��������4XLQQ�DQG�-RQHV��������6OLQJHU��������6WDULN��������:HLVV�� ������:LFNV� HW� DO��� ������<XWKDV� DQG�'LOODUG�� ������� ,Q� LWV� QRUPDWLYH� IRUP��VWDNHKROGHU� WKHRU\� UHOLHV� RQ� D� VRSKLVWLFDWHG� YHUVLRQ� RI� GHRQWRORJ\�� GXWLHV� EHLQJ� RZHG� E\�FRUSRUDWLRQV� WR� VWDNHKROGHUV� EHFDXVH� RI� WKH� ODWWHU¶V� LQKHUHQW� LQWHUHVWV� �*LEVRQ�� �������8QGHUO\LQJ�WKH�QRUPDWLYH�DSSURDFK�LV�D�IXQGDPHQWDO�µPLGGOH�RI WKH�URDG¶�EHOLHI�WKDW�WKHUH�LV�D�ZD\�LQ�ZKLFK�PDQDJHUV�FDQ�UXQ�WKHLU�EXVLQHVVHV�LQ�WKH�FRQWH[W�RI�D�SOXUDOLVW�YLVXDOLVDWLRQ�RI�RUJDQL]DWLRQ�VRFLHW\� UHODWLRQVKLS� WKDW� LV� ERWK� MXVWLILDEOH RQ� HWKLFDO� DQG�PRUDO� JURXQGV�� DQG�ZRUNDEOH �-RQHV�DQG�:LFNV���������+RZHYHU��MXVW�ZKDW�WKLV�µDFFRXQW¶�RI�WKH�EXVLQHVV�VRFLHW\�
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UHODWLRQVKLS� VKRXOG ORRN� OLNH� YDULHV� DFFRUGLQJ� WR� WKH� SDUWLFXODU� QRUPDWLYH� DUJXPHQWV� XVHG��7KH� QRUPDWLYH� YDULDQW� RI� VWDNHKROGHU� WKHRU\� DOVR� LQFOXGHV� D� QXPEHU� RI� FRQWULEXWLRQV� IURP�DFFRXQWDQF\� LQ� JHQHUDO� �IRU� H[DPSOH�� 1LVNDOD� DQG� 1lVL�� ������ DQG� &65� LQ� SDUWLFXODU� �IRU�H[DPSOH��*UD\��������������*UD\�HW�DO������������G��������������:RRGZDUG���������*UD\�HW�DO�¶V �������������SUHVFULSWLYH PRGHO�RI�RUJDQL]DWLRQDO�µDFFRXQWDELOLW\¶��IRU�H[DPSOH��IRFXVHV�RQ�WKH�RUJDQL]DWLRQ�VWDNHKROGHU�LQWHUSOD\�LQ�WKH�FRQWH[W�RI�D�VRFLDOO\�JURXQGHG�UHODWLRQVKLS�RU�µVRFLDO�FRQWUDFW¶�XQGHU�ZKLFK�DQ�RUJDQL]DWLRQ�LV�SHUFHLYHG�DV�KDYLQJ�D�UHVSRQVLELOLW\�WR�UHQGHU�DQ�DFFRXQW�WR�DOO�LWV�VWDNHKROGHUV��WKH�QDWXUH�RI�WKDW�DFFRXQW�EHLQJ�GHWHUPLQHG�DFFRUGLQJ�WR�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�RUJDQL]DWLRQ�DQG�WKH�VWDNHKROGHU�FRQFHUQHG�$OWKRXJK� XVHIXO� IRU� GHEDWLQJ� WKH� SUHFLVH� QDWXUH� DQG� IRUP� RI� WKH� µDFFRXQW¶� RUJDQL]DWLRQV�VKRXOG� UHQGHU� WR� WKHLU� GLIIHUHQW� VWDNHKROGHUV�� WKH� QRUPDWLYH�PRGHO� KDV� OLWWOH� GHVFULSWLYH� RU�H[SODQDWRU\�SRZHU�LQ�D�&65�FRQWH[W��,Q�FRQWUDVW��WKH�LQVWUXPHQWDO�DSSURDFK VHHNV�WR�RIIHU�D�VSHFLILF�MXVWLILFDWLRQ IRU�D�EXVLQHVV¶�UHVSRQVH�WR�VWDNHKROGHUV¶�GHPDQGV�EDVHG�RQ�WKH�QRWLRQ�RI�µHQOLJKWHQHG�VHOI�LQWHUHVW¶� �VHH�� IRU�H[DPSOH��)UHHPDQ��������������6KDQNPDQ��������=DGHN�HW�DO����������7KH�LQVWUXPHQWDO�PRGHO¶V�XQGHUO\LQJ�SUHPLVH�LV�WKDW�FHUWDLQ�GHVLUHG�RXWFRPHV�RU�HQGV� �H�J�� PD[LPLVLQJ� VKDUHKROGHU� YDOXH�� DUH�PRUH� OLNHO\� LI ILUPV� EHKDYH� LQ� D� FHUWDLQ�ZD\�WRZDUGV� WKHLU� VWDNHKROGHUV�� 7KLV� PRGHO� UHIOHFWV� D� FRQWLQJHQF\� WKHRU\� IUDPHZRUN� DORQJ� WKH�OLQHV�RI� LI�$�WKHQ�% �-RQHV�DQG�:LFNV���������)RU�H[DPSOH�� LW� LV�DUJXHG�WKDW�E\�VWUDWHJLFDOO\�LQYHVWLQJ� LQ� VWDNHKROGHUV¶� GHPDQGV� ILUPV� FDQ� JDLQ� D� FRPSHWLWLYH� DGYDQWDJH� E\� GHYHORSLQJ�DGGLWLRQDO�� FRPSOHPHQWDU\� VNLOOV� WKDW� FRPSHWLWRUV� ILQG� QHDUO\� LPSRVVLEOH� WR� LPLWDWH� �5XVVR�DQG� )RXWV�� ������� 6LPLODUO\�� WKH�5R\DO� 6RFLHW\� IRU� WKH�$UWV¶�8.� VWXG\� �56$�� ������ RI� WKH�NLQG� RI� FRPSDQLHV� ZKLFK� DUH� H[SHFWHG� WR� EH� VXFFHVVIXO� LQ� WKH� IXWXUH� VSHDNV� LQ� WHUPV� RIWRPRUURZ¶V�FRPSDQ\�EHLQJ�µLQFOXVLYH¶�E\�IRUPLQJ�FORVHU��PRUH�HPEHGGHG�UHODWLRQVKLSV�ZLWK�µNH\�VWDNHKROGHUV¶�DV�D�VWUDWHJ\�IRU�ILQDQFLDO�VXFFHVV���,Q�WKH�FRQWH[W�RI�&65��D�JRRG�GHDO�RI�WKH� SURIHVVLRQDO� DFFRXQWDQF\� DQG� FRQVXOWDQF\�RULHQWDWHG� VWDNHKROGHU� OLWHUDWXUH� IDOOV� LQWR� WKH�LQVWUXPHQWDO�FDWHJRU\��VHH��IRU�H[DPSOH��$ORLVL�GH�/DUGHUHO��������%L(��������������$&&$�	�$VSLQZDOO��������&,&$������D��'77,��,,6'�	�6XVWDLQ$ELOLW\��������(ONLQJWRQ��������(UQVW�	�<RXQJ�HW�DO���������*RQHOOD��HW�DO���������.30*�:,00��������������,QGXVWULDO�6RFLHW\�������� 56$�� ������ 6LOODQSll�� ������ 81(3�6XVWDLQDELOLW\�� ����D�� :KHHOHU� DQG� 6LOODQSll���������� (VVHQWLDOO\�� ILUPV� DUH�ZLOOHG� WR� EH� UHVSRQVLYH� WR� VWDNHKROGHUV� EHFDXVH� E\� GRLQJ� VR�WKH\� DUH� SUHGLFWHG� WR� EH� PRUH� VXFFHVVIXO� LQ� FRQYHQWLRQDO� EXVLQHVV� WHUPV� �SURILW�� VWDELOLW\��JURZWK�� HWF��� WKDQ� WKRVH�ZKLFK�GR�QRW���6XFK�D�YLVLRQ� LV� EDVHG�RQ� WKH�YLHZ� WKDW�FRPSDQLHV�ZKLFK� UHFRJQLVH� WKH� LQWHUHVWV� RI� WKHLU� VWDNHKROGHUV� ZLOO� SURYLGH� WKH� IRXQGDWLRQV� WR� DQ�µLQFOXVLYH¶� VRFLHW\� �=DGHN�� ������� DQG� WKDW� WKH� ZHOIDUH� RI� DOO� JURXSV� RI� VRFLHW\� FDQ� EH�LQFUHDVHG� E\� LQFOXGLQJ� WKHVH� JURXSV� UDWKHU� WKDQ� H[FOXGLQJ� WKHP� �6KDRXO�� ������� 7KLV�µPDQDJHULDOLVW�UDWLRQDOH¶�DUJXPHQW�LV�VXFFLQFWO\�VXPPDULVHG�E\�=DGHN��������DV�IROORZV�«� WR� VXUYLYH� DQG� SURVSHU� LQ� VRFLHW\�� EXVLQHVV� QHHGV� WR� NQRZ� ZKDW� LV�KDSSHQLQJ�� ZKDW� SHRSOH� WKLQN� DERXW� WKHP�� DQG�KRZ� EHVW� WR� LQIOXHQFH� WKRVH�SHUVSHFWLYHV�� «� WKLV� KLJKOLJKWV� WKH� QHHG� IRU� PDQDJHUV� WR� KDYH� D� EURDGHU�XQGHUVWDQGLQJ�RI�VWDNHKROGHU�QHHGV�DQG�YLHZV��DQG�WKH�SDWWHUQV�RI�GHPDQGV�RQ�EXVLQHVV�WKDW�DUH�OLNHO\�WR�DULVH�LQ�WKH�IXWXUH �S�������HPSKDVLV�DGGHG��,PSRUWDQWO\�� WKHUH� LV� QR� D� SULRUL UHDVRQ� ZK\� WKH� PRWLYHV� XQGHUO\LQJ� WKLV� PDQDJHULDOLVW�UDWLRQDOH�QHHG�WR�EH�HWKLFDOO\�EDVHG��7KH\�FDQ�EH��DV�LQ�WKH�FDVH�RI�-RQHV���������IRU�H[DPSOH��ZKR�VHHNV�WR�PHOG�HWKLFV�DQG�HFRQRPLFV�LQ�DQ�LQVWUXPHQWDO�PRGHO�RI�VWDNHKROGHU�WKHRU\��EXW�
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LW� LV� HTXDOO\� SRVVLEOH� WR� JURXQG� LQVWUXPHQWDO� YDULDQWV� RI� VWDNHKROGHU� WKHRU\� LQ� WUDGLWLRQDO�HFRQRPLF�� DPRUDO� DFFRXQWV� JLYHQ� WKDW� WKH� XQGHUO\LQJ� SUHPLVH� LV� WKH� DFFHSWDQFH� RI� WKH�µEXVLQHVV� FDVH¶� �VHH�� IRU� H[DPSOH�� -HQVHQ�� ������� 0RUHRYHU�� GHVSLWH� DOO� WKH� UKHWRULF�� WKH�µHQOLJKWHQHG� VHOI�LQWHUHVW¶� DUJXPHQW� UHPDLQV� HPSLULFDOO\� XQSURYHQ� �VHH�� IRU� H[DPSOH��$XSSHUOH� HW� DO��� ������ &RUQHOO� DQG� 6KDSLUR�� ������ 3UHVWRQ� DQG� 6DSLHQ]D�� ������ 8OOPDQQ�������� :RRG� DQG� -RQHV�� ������� SHUVLVWLQJ� PHUHO\� DV� DQ� DQDO\WLFDO� DUJXPHQW ZKLFK� KDV�DWWUDFWHG� D� ORW� RI� IROORZHUV� �'RQDOGVRQ� DQG� 3UHVWRQ�� �������� +HQFH�� HYHQ� WKRXJK� LW� ODFNV�VXSSRUWLQJ� HPSLULFDO� HYLGHQFH�� WKH� DUJXPHQW� WKDW� WKH� ZHOIDUH RI� DOO� RI� VRFLHW\� FDQ� EH�LQFUHDVHG� E\� DQ� µLQFOXVLYH¶� VWDNHKROGHU� DSSURDFK� PD\� EH� WKH� UHVXOW� RI� FKDQJLQJ� VRFLR�SROLWLFDO LQIOXHQFHV� VXFK� DV� WKH� UHQHZHG�GHEDWH�RQ�&65HVS�DQG�FRUSRUDWH�JRYHUQDQFH� �VHH��IRU�H[DPSOH��&DGEXU\�������(ONLQJWRQ��������������)UHHPDQ�DQG�(YDQ��������2(&'������D��E��7ULFNHU��������:LWKHUHOO��������=DGHN�HW�DO���������7KH�WKLUG�UHVHDUFK�VWUHDP�LGHQWLILHG�DERYH�XVHV�VWDNHKROGHU�WKHRU\�DV�D�EDVLV�IRU�D�GHVFULSWLYHPRGHO�WKDW�FDQ�EH�XVHG�WR�H[SODLQ�REVHUYHG�PDQDJHULDO�EHKDYLRXU��7KH�GHVFULSWLYH�PRGHO��DV�WKH�QDPH�VXJJHVWV��GHVFULEHV�ZKDW�LV�SHUFHLYHG�WR�WDNH�SODFH�LQ�SUDFWLFH�EDVHG�RQ�WKH�QRWLRQ�WKDW� ³«� PDQDJHUV� GR� UHFRJQLVH� DQG� UHVSRQG� WR� WKH� ZLVKHV� RI� LQWHUHVWHG� SDUWLHV´� �0DOWE\�������S������,W�LV�LQ�WKLV�FRQWH[W�WKDW�VWDNHKROGHU�WKHRU\ LV�VHHQ�DV�SRVVHVVLQJ�YDOXH�EHFDXVH�RI�LWV� GHVFULSWLYH� DFFXUDF\� �'RQDOGVRQ� DQG� 3UHVWRQ�� ������� $�SXUHO\ GHVFULSWLYH� DSSURDFK� WR�VWDNHKROGHU� WKHRU\� KDV� OHG� WR� D� QHZ� OLQH� RI� HPSLULFDO� UHVHDUFK� ZKLFK� VHHNV� WR� HVWDEOLVK� D�UHODWLRQVKLS� EHWZHHQ� FRUSRUDWH� VRFLDO SHUIRUPDQFH�� LQ� WHUPV� RI� D� FRPSDQ\� PHHWLQJ� WKH�GHPDQGV� RI� PXOWLSOH� VWDNHKROGHUV�� DQG� FRUSRUDWH� ILQDQFLDO� SHUIRUPDQFH� �VHH�� IRU� H[DPSOH��5XI�HW�DO�����������7KLV�DSSURDFK�KDV�EHHQ�SDUWLFXODUO\�FRPPRQ�DPRQJVW�VRPH�RI� WKH�HDUO\�VWXGLHV�RI�VRFLDO�DQG�HQYLURQPHQWDO�UHSRUWLQJ�WR�VWDNHKROGHUV��6XFK�VWXGLHV��KRZHYHU��VXIIHU�IURP�D�QXPEHU�RI�ZHDNQHVVHV��0DOWE\���������)RU�H[DPSOH��WKH\�IDLO�WR�H[SORUH�WKH�LVVXHV�RI�UHODWLYH�VWDNHKROGHU�LPSRUWDQFH��VWDNHKROGHU�SRZHU�DQG�SRZHU�DV\PPHWULHV��DV�LQ�WKH�FDVH�RI�$GDPV�� ����E�� RU� WR� DGGUHVV� WKH� LPSRUWDQW� TXHVWLRQ� RI�ZK\ ILUPV�DUH� UHSRUWLQJ�� RU� HYHQ� LI�UHDVRQV�DUH�VXJJHVWHG�� WKHVH�DUH�FRXFKHG� LQ�YDJXH� WHUPV�ZKLFK� ODFNV�DQ\�VRUW�RI� WKHRUHWLFDO�IUDPHZRUN� �DV� LQ� WKH� FDVH� RI� 6SHQFHU�&RRNH�� ������ E\� ZKLFK� ZH� PLJKW� XQGHUVWDQG� WKH�YDULRXV� PHFKDQLVPV� DW� ZRUN��0RUH� VRSKLVWLFDWHG�PRGHOV� RI� GHVFULSWLYH� VWDNHKROGHU� WKHRU\�KDYH� EHHQ� XVHG� WR� GHVFULEH� D� QXPEHU� RI� VSHFLILF� FRUSRUDWH� FKDUDFWHULVWLFV� DQG� EHKDYLRXUV��LQFOXGLQJ� WKH� ZD\� PDQDJHUV� WKLQN� DERXW� PDQDJLQJ�� DQG� KRZ� FRUSRUDWLRQV� DUH� DFWXDOO\�PDQDJHG��VHH��IRU�H[DPSOH��%UHQQHU�DQG�&RFKUDQ��������-RQHV��������0LWFKHOO�HW�DO���������-DZDKDU� DQG� 0F/DXJKOLQ�� ������ 5REHUWV�� 5��� ������ 8OOPDQQ�� ������� ,Q� WKLV� FRQWH[W��VWDNHKROGHU�WKHRU\�LV�VHHQ�DV�µPDQDJHULDO¶��JRLQJ�EH\RQG�D�SXUHO\�GHVFULSWLYH�REVHUYDWLRQ�WKDW�RUJDQL]DWLRQV� KDYH� VWDNHKROGHUV� �ZKLFK� LV� WDNHQ� IRU� JUDQWHG� EXW� ZKLFK� FDUULHV� QR� GLUHFW�PDQDJHULDO� LPSOLFDWLRQV�� WR� DVVHUW� WKDW� VWDNHKROGHUV� LQIOXHQFH WKH� DWWLWXGHV�� SHUFHSWLRQV��VWUXFWXUHV�DQG�SUDFWLFHV�RI�PDQDJHUV�DQG�WKDW�PDQDJHPHQW�VHHNV�WR�LQIOXHQFH�WKH�DWWLWXGHV�DQG�SHUFHSWLRQV� RI� WKH� ILUPV� VWDNHKROGHUV�� ,W� LV� WKLV� SDUWLFXODU� GHVFULSWLYH� PRGHO�� EDVHG� RQ� WKH�SHUFHLYHG�VWUXFWXUH�RI�WKH�UHODWLRQVKLS�EHWZHHQ�D�EXVLQHVV�DQG�LWV�VWDNHKROGHUV��ZKLFK�IRUPV�WKH�VXEMHFW�PDWWHU�RI�WKH�SUHVHQW�FKDSWHU�7KH�UHVW�RI�WKLV�FKDSWHU�LV�VWUXFWXUHG�DV�IROORZV��6HFWLRQ�����EHJLQV�ZLWK�D�EULHI�H[DPLQDWLRQ�RI�WKH�ULVH�RI�ODUJH�VFDOH�RUJDQL]DWLRQV��QRWDEO\�WKH�SULYDWH�FRUSRUDWLRQ��LQ�LQGXVWULDO�VRFLHWLHV��WKH� VRFLR�SROLWLFDO� DQDO\VLV� RI� ZKLFK� VWLPXODWHG� D� QXPEHU� RI� GHYHORSPHQWV�� QRWDEO\�µSOXUDOLVP¶�� 7KH� FRQFHSWV� RI� SOXUDOLVP� DQG� LWV� PRUH� UHFHQW� YDULDQW�� µQHR�SOXUDOLVP¶� DUH�
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H[SORUHG�LQ�PRUH�GHWDLO�LQ�WKH�UHPDLQGHU�RI�6HFWLRQ������$�NH\�DVSHFW�RI�QHR�SOXUDOLVP�LV�WKDW�LW� VXJJHVWV� WKH� PDLQ� VRFLR�SROLWLFDO� FKDOOHQJH� WR� PDQDJHULDO� FDSLWDOLVP� FRPHV� IURP� WKRVH�VHFWLRQV�RI�VRFLHW\�ZKRVH�DFWLYLWLHV�RU�YLHZV�DUH�SHUFHLYHG�DV�D�WKUHDW�WR�D�FRUSRUDWLRQ¶V�VKRUW�WHUP�HFRQRPLF�SURILWDELOLW\��7KH�LPSOLFDWLRQV�RI�WKLV�WKUHDW�DUH�H[SORUHG�LQ�6HFWLRQ�����ZKHUH�D� QHR�SOXUDOLVW� IUDPHZRUN� LV� SURYLGHG� IRU� WKH� VWXG\� RI� &65�&('� LQ� WKH� FRQWH[W� RI� WKH�VWDNHKROGHU� WKHRU\� RI� WKH� ILUP�� 6HFWLRQ� ���� EULHIO\� H[SORUHV� WKH� KLVWRU\� RI� WKH� VWDNHKROGHU�FRQFHSW� IURP� LWV� RULJLQV� LQ� WKH� ����V� WKURXJK� WR� SUHVHQW�GD\� SUDFWLFH�EDVHG� PRGHOV�� 2QH�SDUWLFXODU�PRGHO�� )UHHPDQ¶V� ������� ������ µVWDNHKROGHU� DSSURDFK� WR� VWUDWHJLF�PDQDJHPHQW¶��IRUPV� WKH�EDVLV� IRU� WKH�HPSLULFDO�DQDO\VLV�RI� WKH�SUHVHQW�VWXG\��DQG� LV�H[DPLQHG� LQ�GHWDLO� LQ�6HFWLRQ������(OHPHQWV�RI�D�GHVFULSWLYH�PRGHO�RI�PDQDJHULDO�VWDNHKROGHU�WKHRU\�WR�H[SODLQ�DQG�SUHGLFW�PDQDJHPHQW�EHKDYLRXU�DUH�DQDO\VHG�DQG�H[SORUHG�LQ�6HFWLRQ������7KH�DSSOLFDWLRQ�RI�WKLV�PRGHO�LQ�WKH�VSHFLILF�FRQWH[W�RI�&65�LV�H[SORUHG�LQ�6HFWLRQ������%DVHG�RQ�WKLV�DQDO\VLV��D�VHW�RI�K\SRWKHVHV�ZLWK�ZKLFK�WR�HPSLULFDOO\�WHVW�067�LQ�UHODWLRQ�WR�&('�DUH�GHYHORSHG�DQG�VHW� RXW� IRUPDOO\� LQ� 6HFWLRQ� ����� 7KH� ILQDO� VHFWLRQ� �6HFWLRQ� ����� RIIHUV� VRPH� FRQFOXGLQJ�UHPDUNV�
��� 3OXUDOLVP�DQG�QHR�SOXUDOLVP7KH�GHYHORSPHQW�DQG�JURZWK�RI�:HVWHUQ�LQGXVWULDO�FDSLWDOLVP�LQ�WKH�QLQHWHHQWK�DQG�WZHQWLHWK�FHQWXULHV� KDG� SURIRXQG� LPSOLFDWLRQV� IRU� PDQ\� DVSHFWV� RI� VRFLDO� OLIH�� SDUWLFXODUO\� LVVXHV� RI�GHPRFUDF\��FODVV��SRZHU�DQG�FRQIOLFW��6XFK� LVVXHV�DUH� ODUJHO\� LJQRUHG�E\�FODVVLFDO�DQG�QHR�FODVVLFDO� HFRQRPLFV�� EXW� JHQHUDWHG� FRQVLGHUDEOH� GLVFXVVLRQ� DPRQJVW� VRPH� RI� WKH� HDUO\�FRQWULEXWRUV� WR� PRGHUQ� VRFLDO� VFLHQFH�� QRWDEO\� )ULHGULFK� (QJHOV� ������������� .DUO� 0DU[�������������� -RVHSK� 6FKXPSHWHU� ������������ DQG�0D[�:HEHU� �������������:HEHU� �������������UHIHUV�WR�WKH�HPHUJHQFH�LQ�WKH�QLQHWHHQWK�FHQWXU\�RI�D�µQHZ�PRGHO�RI�GHPRFUDF\¶��ZKDW�+HOG� ������� FDOOV� µFRPSHWLWLYH� HOLWLVP¶�� LQ� ZKLFK� WKH� LQGLYLGXDO� LV� VHHQ� DV� KDYLQJ� EHHQ�UHSODFHG� E\� HYHU�ODUJHU� RUJDQL]DWLRQV� LQFOXGLQJ� FRUSRUDWLRQV�� WUDGH� XQLRQV�� PDVV� SROLWLFDO�SDUWLHV�DQG�QDWLRQ�VWDWHV���,Q�WKLV�FRQWH[W��RQH�RI�WKH�FHQWUDO�TXHVWLRQV�ZKLFK�:HEHU�DGGUHVVHV�LV� WKH� LVVXH� RI� SHUVRQDO� OLEHUWLHV� LQ� D� ZRUOG� LQFUHDVLQJO\� GRPLQDWHG� E\� VXFK� ODUJH�VFDOH�RUJDQL]DWLRQV�ZKLFK�LPSRVH�OLPLWHG�UROHV�RQ�LQGLYLGXDOV��+HOG���������:KHUHDV�0DU[�������������������������SUHVHQWHG�FRQIOLFW�LQ�VRFLHW\�DV�HVVHQWLDOO\�FODVV�EDVHG�EHWZHHQ�WKH�RZQHUV�RI� ODERXU�DQG� WKH�RZQHUV�RI�FDSLWDO��:HEHU� �������������� DOWKRXJK� UHFRJQLVLQJ� WKDW� LQWHQVH�FODVV� VWUXJJOHV� ZHUH� RI� FRQVLGHUDEOH� LPSRUWDQFH� LQ� H[SODLQLQJ� PDQ\� RI� WKH� IHDWXUHV� RI�LQGXVWULDO� FDSLWDOLVP�� VWURQJO\� GLVSXWHG� WKH� QRWLRQ� WKDW� WKH� DQDO\VLV� RI� FRQIOLFW� FRXOG� EH�UHGXFHG�WR�DQ�DQDO\VLV�DORQJ�FODVV�OLQHV��+HOG���������6LPLODUO\�� ZKHUHDV� 0DU[� DQG� (QJHOV� VDZ� µEXUHDXFUDF\¶� DV� WKH� XQHOHFWHG� DSSDUDWXV� RI� WKH�VWDWH�� :HEHU� UHJDUGHG� LW� DV� PXFK� PRUH� SHUYDVLYH�� FKDUDFWHULVLQJ� DOO� IRUPV� RI� ODUJH�VFDOH�RUJDQL]DWLRQ�� LQFOXGLQJ�WKH�QDWLRQ�VWDWH�� LQGXVWULDO�HQWHUSULVHV�� WUDGH�XQLRQV��SROLWLFDO�SDUWLHV��XQLYHUVLWLHV� DQG� KRVSLWDOV�� 7R�:HEHU�� DOO� VXFK� RUJDQL]DWLRQV�ZHUH� HVVHQWLDOO\�XQGHPRFUDWLFEHFDXVH� EXUHDXFUDWV� ZHUH� QRW� DFFRXQWDEOH� WR� WKH� GHPRV�� FUHDWLQJ� D� VWUXFWXUH� RI� VXSHU�RUGLQDWLRQ� DQG� VXE�RUGLQDWLRQ� VXVWDLQHG� E\� D� YDULHW\� RI�PRWLYHV� DQG�PHDQV� RI� HQIRUFHPHQW��+HOG���������,Q�SDUWLFXODU��:HEHU�ZDV�FRQFHUQHG�WKDW��LQ�WKH�DEVHQFH�RI�DSSURSULDWH�FKHFNV��SDUOLDPHQWDU\� JRYHUQPHQW ZRXOG� IDOO� SUH\� WR� SRZHUIXO� SULYDWH� LQWHUHVWV�� SDUWLFXODUO\�RUJDQL]HG� FDSLWDOLVWV�� ZKR� ZRXOG� QRW� KDYH� WKH� SXEOLF� RU� QDWLRQDO� LQWHUHVW� DV� WKHLU� SULPH�FRQFHUQ�� ,Q�D�FDSLWDOLVW�HFRQRP\�� L�H��D�VRFLDO�V\VWHP�EDVHG�RQ� WKH�SULYDWH�RZQHUVKLS�RI� WKH�
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PHDQV�RI�SURGXFWLRQ�DQG�GLVWULEXWLRQ��SDUOLDPHQWDU\�JRYHUQPHQW�ZDV�VHHQ�E\�:HEHU�DV�YLWDO�IRU�GHPRFUDF\�EHFDXVH�LW�SURYLGHV�D�GHJUHH�RI�RSHQQHVV��D�IRUXP�IRU�GHEDWLQJ�SXEOLF�SROLF\��DQG� D� VSDFH� IRU� QHJRWLDWLRQ� RI� HQWUHQFKHG� SRVLWLRQV�� FRPSHWLQJ� LGHDV� DQG� LQWHUHVWV�� ,W�WKXV�SURYLGHG�³«�DQ�HVVHQWLDO�PHFKDQLVP�IRU�WKH�SUHVHUYDWLRQ�RI�WKH�FRPSHWLWLRQ�RI�YDOXHV´��+HOG������� S������� )URP� WKLV� SHUVSHFWLYH�� WKH� ULVH� RI� ODUJH�VFDOH� RUJDQL]DWLRQV�� QRWDEO\� SULYDWH�FRUSRUDWLRQV��ZDV� VHHQ�E\�:HEHU�DV�D� WKUHDW� WR�GHPRFUDF\�EHFDXVH�RI WKHLU� DELOLW\� WR�HURGH�SDUOLDPHQWDU\�LQIOXHQFH�LQ�WKH�QDWLRQ�VWDWH��:HEHU¶V�ZULWLQJV�RQ�OLEHUDO�GHPRFUDF\� KDYH�KDG�VLJQLILFDQW� LQIOXHQFH� LQ� VRFLRORJ\� DQG� SROLWLFDO� VFLHQFH�� SDUWLFXODUO\� LQ� WKH�$QJOR�$PHULFDQ�ZRUOG�� DQG� VWLPXODWHG� D� QXPEHU� RI� GHYHORSPHQWV�� QRWDEO\� WKH� WKHRU\� RI� GHPRFUDF\� DV�GHYHORSHG�E\�6FKXPSHWHU�������� DQG�HPSLULFDO�GHPRFUDWLF�WKHRU\��RU�µSOXUDOLVP¶�ZKLFK�WRRN�DV�LWV�VWDUWLQJ�SRLQW�:HEHULDQ�LGHDV�DERXW�WKH�PXOWL�GLPHQVLRQDOLW\�RI�SRZHU��+HOG�������3ROLWLFDO� WKHRULVWV�RI� WKH�HLJKWHHQWK�DQG�QLQHWHHQWK�FHQWXULHV��VXFK�DV�5RXVVHDX�������������DQG�GH�7RFTXHYLOOH��������������DUJXHG�WKDW�GHPRFUDFLHV��E\�WKHLU�YHU\�QDWXUH��DUH�SOXUDOLVW��EHLQJ� FRPSRVHG� RI� RWKHU�� VPDOOHU� VRFLHWLHV� RU� DVVRFLDWLRQV� HDFK� RI� ZKLFK� KDV� LWV� RZQ�LQWHUHVWV��JRDOV�DQG�PD[LPV��+RZHYHU�� µSOXUDOLVP¶��DV�D�SROLWLFDO�SKLORVRSK\�ZDV�GHYHORSHG�E\�(QJOLVK� OLEHUDOV� DQG� VRFLDOLVWV� LQ� WKH�HDUO\� WZHQWLHWK�FHQWXU\� �$EHUFURPELH�HW�DO����������3URSRQHQWV�RI�SOXUDOLVP�DVVHUW�WKH�GHVLUDELOLW\�RI�SRZHU�ZLWKLQ�WKH�QDWLRQ�VWDWH�EHLQJ�GLIIXVHG�ZLGHO\� DPRQJ� D� YDULHW\� RI� DVVRFLDWLRQV�� LQFOXGLQJ� UHOLJLRXV�� HFRQRPLF�� SURIHVVLRQDO��HGXFDWLRQDO� DQG� FXOWXUDO�� WRJHWKHU� ZLWK� D� IUDJPHQWDWLRQ� RI� JRYHUQPHQW� LQWR� GHFHQWUDOL]HG�XQLWV�� VR� DV� WR� HQVXUH� WKDW� VRFLHW\� LV� QHLWKHU� GRPLQDWHG� E\� WKH� VWDWH� QRU� E\� DQ\� RQH� FODVV��:LWKLQ�PRGHUQ�SROLWLFDO� VFLHQFH�DQG�VRFLRORJ\��SOXUDOLVP DV� LV�XVHG�KHUH�GHYHORSHG� IURP�D�VFKRRO�RI�SROLWLFDO�DQDO\VWV�ZLGHO\�NQRZQ�DV�µHPSLULFDO�GHPRFUDWLF�WKHRULVWV¶�RU�µSOXUDOLVWV¶����'DKO� ������� S����� IRU� H[DPSOH�� GHILQHV� SOXUDOLVP� �RU� SOXUDOLVW�� DV� UHIHUULQJ� WR� ³«�RUJDQL]DWLRQDO� SOXUDOLVP�� WKDW� LV� WR� WKH� H[LVWHQFH� RI� D� SOXUDOLW\� RI� UHODWLYHO\� DXWRQRPRXV��LQGHSHQGHQW�� RUJDQL]DWLRQV� �VXEV\VWHPV��ZLWKLQ� WKH�GRPDLQ�RI� WKH� VWDWH´��3OXUDOLVP� LQ� WKLV�FRQWH[W� UHIHUV� WR� SROLWLFDO� VRFLHWLHV� �L�H�� GHPRFUDFLHV�� LQ� ZKLFK� SRZHU� LV� VHHQ� DV� GLIIXVHG�DPRQJVW�WKHVH�YDULRXV�RUJDQL]DWLRQV��7KXV��DFFRUGLQJ�WR�'DKO���������D�FRXQWU\�LV�D�SOXUDOLVW�GHPRFUDF\� LI� LW� LV� D�GHPRFUDF\� LQ� WKH� VHQVH�RI�D�SRO\DUFK\�DQG� LPSRUWDQW�RUJDQL]DWLRQV�DUH�UHODWLYHO\�DXWRQRPRXV��+HQFH��DOO�GHPRFUDWLF�FRXQWULHV�DUH�SOXUDOLVW�GHPRFUDFLHV����(DUO\� SOXUDOLVWV� VXFK� DV� 'DKO� ������� ������ ������ DQG� 0DGLVRQ� ������� IRFXVHG� RQ� WKH�SUREOHPV� RI� µIDFWLRQV¶�± ZKDW� DUH�PRUH� FRPPRQO\� UHIHUUHG� WR� WRGD\�DV� µLQWHUHVW� JURXSV¶�RU�µSUHVVXUH� JURXSV¶���� ,Q SDUWLFXODU�� SOXUDOLVWV� HPSKDVLVHG� WKH� SURFHVV� FUHDWLQJ�� DQG� UHVXOWLQJ�IURP��LQGLYLGXDOV�FRPELQLQJ WKHLU�HIIRUWV�LQ�JURXSV�LQ�WKH�FRPSHWLWLRQ�RI�SRZHU��+HOG���������:KHUHDV� QHR�FODVVLFDO� HFRQRPLFV� HPSKDVLVHV� D� ODLVVH]�IDLUH� DSSURDFK� WR� PDUNHWV�� DQG� WKH�VRYHUHLJQW\� RI� WKH� LQGLYLGXDO¶V� XWLOLW\� IXQFWLRQ� �PD[LPLVLQJ� VHOI�LQWHUHVW��� SOXUDOLVP� LV�FRQFHUQHG�ZLWK�JURXSV�RI�LQGLYLGXDOV�ZKR�YROXQWDULO\ MRLQ�IRUFHV�WR�PD[LPLVH�WKHLU�FRPPRQ�LQWHUHVWV���� 3OXUDOLVWV� DOVR� SURYLGH� D� XWLOLWDULDQ� FRQFHSWLRQ� RI� LQGLYLGXDOV� DV VDWLVIDFWLRQ�PD[LPLVHUV� DFWLQJ� LQ� FRPSHWLWLYH� H[FKDQJHV�ZLWK� RWKHUV� LQ�PDUNHWV� DQG� LQ� SROLWLFV� �(OVWHU��������� +RZHYHU�� D� SOXUDOLVW� SHUVSHFWLYH� IRFXVHV� RQ� WKH� WHQGHQF\� IRU� LQGLYLGXDOV� WR� IRUP�JURXSV� UDWKHU� WKDQ� WR�DFW�DORQH��7KLV� IRFXV�RQ� WKH�DFWLYLWLHV�RI�JURXSV�RI� LQGLYLGXDOV�� UDWKHU�WKDQ� RQ� WKH� DFWLYLWLHV� RI� LQGLYLGXDOV� DV� XWLOLW\� PD[LPLVHUV�� UHSUHVHQWV� RQH� RI� WKH� NH\�GLIIHUHQFHV� EHWZHHQ� SOXUDOLVP� DQG� WKH�PRGHO� RI� HFRQRPLF� EHKDYLRXU� XQGHU� SULQFLSDO�DJHQW�UHODWLRQVKLSV� DV� RXWOLQHG� LQ� &KDSWHU� ��� $� SOXUDOLW\� RI� UHODWLYHO\� LQGHSHQGHQW� IDFWLRQV�� RU�LQWHUHVW� JURXSV�� ZLWKLQ� D� GHPRFUDWLF� VRFLHW\� KDV� FRPH� WR� EH� VHHQ� QRW� RQO\� DV� D� QDWXUDO�
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FRQVHTXHQFH� RI� GHPRFUDWLVDWLRQ� EXW� DOVR� D� KHDOWK\� DVSHFW� RI� GHPRFUDF\�� )RU� SOXUDOLVWV�� WKH�H[LVWHQFH� RI� D� GLYHUVH� UDQJH�RI� FRPSHWLWLYH� LQWHUHVWV� LV� WKH�EDVLV� RI�GHPRFUDWLF� HTXLOLEULXP��'DKO��������+HOG�DQG�.ULHJHU���������+HQFH��µSOXUDOLVP¶�LQ�SROLWLFDO�VFLHQFH�KDV�FRPH�WR�EH�VHHQ� LQ� WHUPV� RI� LGHDOLVHG� IRUPV� RI� OLEHUDO� GHPRFUDFLHV� LQ� ZKLFK� SRWHQWLDOO\� DXWKRULWDULDQ�WHQGHQFLHV� DUH� NHSW� LQ� FKHFN� E\� WKH� IUHH� LQWHUSOD\� RI� LQWHUHVW� JURXSV� WKDW� KDYH� D� VWDNH� LQ�JRYHUQPHQW�7KH�SOXUDOLVW�YLVLRQ�LV�RI�D�VRFLHW\�ZKHUH�GLIIHUHQW�LQWHUHVW�JURXSV�EDUJDLQ�DQG�FRPSHWH�IRU�D�VKDUH�RI�WKH�EDODQFH�RI�SRZHU�DQG�XVH�WKHLU�LQIOXHQFHV�WR�UHDOL]H�$ULVWRWOH¶V� LGHDO�RI� SROLWLFV�� D�EDODQFH�RI� QHJRWLDWHG�RUGHU� WKDW� FUHDWHV�XQLW\�RXW�RI�GLYHUVLW\ �0RUJDQ�������S������,Q� D� SOXUDOLVW� FRQWH[W�� FRQIOLFW PD\� EH� VDLG� WR� RFFXU� ZKHQ� LQWHUHVWV� RI� WZR� RU� PRUH�DXWRQRPRXV� JURXSV� FROOLGH� EHFDXVH� RI� VRPH� UHDO� RU� SHUFHLYHG� GLYHUJHQFH� RI� LQWHUHVWV��0RUJDQ�� ������� 7KH� HVVHQWLDO� KDOOPDUN� RI� D� SOXUDOLVW� VRFLHW\� LV� WKH� DFFHSWDQFH� RI� WKH�LQHYLWDELOLW\� RI� FRQIOLFWV� RI� LQWHUHVW� EHWZHHQ� WKH� YDULRXV� DXWRQRPRXV� JURXSV�� 6LQFH� WKHVH�YDULRXV�JURXSV�KDYH�GLIIHUHQW�LQWHUHVWV��DLPV�DQG�PD[LPV��LW�LV�DFFHSWHG�WKDW�HDFK�JURXS�ZLOO�XVH� LWV�PHPEHUVKLS� WR� SXUVXH� LWV� RZQ� HQGV�� ,Q� WKLV� FRQWH[W�� WKH� UROH� RI� WKH� VWDWH� LV� VHHQ� DV�DGYLVRU\� DQG� FRQFLOLDWRU\� LQ� KHOSLQJ� WR� EURNHU� FRPSURPLVHG� DUUDQJHPHQWV�ZKLFK� DOORZ� WKH�YDULRXV�IDFWLRQV�WR�FR�KDELW�ZLWK�RQH�DQRWKHU�ZLWKLQ�WKH�FRQVWUDLQWV�VHW�E\�WKH�FRQVWLWXWLRQDO�UXOHV� RI� VRFLHW\� DV� D� ZKROH�� 7KLV� UHIOHFWV� WKH� $ULVWRWHOLDQ� ������� YLHZ� RI� SROLWLFV� DV� DQ�LQHYLWDEOH�IHDWXUH�RI�VRFLHW\�DQG�LWV�FRQVWUXFWLYH�UROH�LQ�WKH�FUHDWLRQ�RI�VRFLDO�RUGHU�EDVHG�RQ�DQ�HYHQ��QHJRWLDWHG�GLVWULEXWLRQ�RI�SRZHU��7KH�SOXUDOLVWV¶�PHDQLQJ�RI�SRZHU LQ�WKLV�FRQWH[W�LV�JHQHUDOO\� LQWHUSUHWHG� DV� EHLQJ� D� FDSDFLW\� WR� DFKLHYH� RQH¶V� DLPV� LQ� WKH� IDFH� RI� RSSRVLWLRQ��+HOG���������7KXV�'DKO��������S�����GHVFULEHV�SRZHU�DV�$¶V�FDSDFLW\�WR�DFW�LQ�VXFK�D�PDQQHU�DV�WR�FRQWURO�WKH�UHVSRQVHV�RI�DQRWKHU��%���)URP�WKLV�SHUVSHFWLYH��$¶V�FDSDFLWLHV��DUH�VHHQ�DV�ERXQGHG� E\� WKH� UHVRXUFHV� DW� $¶V� GLVSRVDO�� DQG�� SDUWLFXODUO\� RQ� WKH� UHODWLYH� EDODQFH� RI�UHVRXUFHV�EHWZHHQ�$�DQG�%��5HVRXUFHV�LQ� WKLV�FRQWH[W�UHIHUV�QRW� MXVW� WR�HFRQRPLF�UHVRXUFHV�EXW�WR�D�YDULHW\�RI�VRXUFHV�RI�SRZHU�LQFOXGLQJ�HGXFDWLRQ��ZHDOWK��KHDOWK��HWF���ZKLFK�DUH�VHHQ�DV�EHLQJ�VRXUFHV�RI�SRWHQWLDO�LQHTXDOLWLHV�LQ�VRFLHW\��GHSHQGLQJ�RQ�WKH�H[WHQW�WR�ZKLFK�WKHUH�LV�IDLU�DQG�HTXDO�DFFHVV�WR�HDFK�W\SH�RI�UHVRXUFH��7KXV��UDWKHU�WKDQ�EHLQJ�VHHQ�DV�D�FODVV�LVVXH��DV�FRQWHQGHG�E\�0DU[���SRZHU�LV�GHSLFWHG�LQ�WHUPV�RI�GLIIHUHQW�JURXSV�LQ�VRFLHW\�KDYLQJ�DFFHVV�WR� GLIIHUHQW� NLQGV�RI� UHVRXUFHV�� WKH� LQIOXHQFH�RI� DQ\�SDUWLFXODU� µIUDFWLRQ¶�RU� JURXS�JHQHUDOO\�YDU\LQJ�IURP�LVVXH�WR�LVVXH�DFFRUGLQJ�WR�WKHLU�DFFHVV�WR�UHVRXUFHV�DQG�WKH�LPSRUWDQFH�RI�VXFK�UHVRXUFHV�LQ�HDFK�FDVH��7KXV��SRZHU��IURP�D�SOXUDOLVW¶V�SHUVSHFWLYH��LV�QRW�HOLWLVW�LQ�VWUXFWXUH��DV�VXJJHVWHG�E\�6FKXPSHWHU��������EXW�DQ�«� HQGOHVV� SURFHVV� RI� EDUJDLQLQJ� EHWZHHQ� QXPHURXV� JURXSV� UHSUHVHQWLQJ�GLIIHUHQW� LQWHUHVWV�� LQFOXGLQJ�� IRU� H[DPSOH�� EXVLQHVV� RUJDQL]DWLRQV�� WUDGH�XQLRQV�� SROLWLFDO� SDUWLHV�� HWKQLF� JURXSV�� VWXGHQWV�� SULVRQ� RIILFHUV�� ZRPHQ¶V�FROOHFWLYHV� DQG� UHOLJLRXV� JURXSV�� 7KHVH� LQWHUHVW� JURXSV� PD\� EH VWUXFWXUHG�DURXQG� SDUWLFXODU� HFRQRPLF� RU� FXOWXUDO� µFOHDYDJHV¶�� VXFK� DV� VRFLDO� FODVV��UHOLJLRQ�RU�HWKQLFLW\��+HOG�������S�������7KH�UHVXOW�RI�WKLV�SURFHVV RI�EDUJDLQLQJ�EHWZHHQ�WKH�GLIIHUHQW�LQWHUHVW�JURXSV�ZLWKLQ�D�VRFLHW\�LV� VDLG� WR� EH� D� VHULHV� RI� FRPSURPLVHV�� WUDGH�RIIV� DQG� DSSHDVHPHQWV� E\� GHFLVLRQ�PDNHUV� LQ�UHVSRQVH� WR� WKH� GHPDQGV� RI� UHODWLYHO\� VPDOO� JURXSV�� ,PSRUWDQWO\�� µFODVVLFDO¶� SOXUDOLVP� GRHV�QRW� SUHVHQW� D� VLQJOH�� SRZHUIXO� GHFLVLRQ�PDNLQJ� ERG\� DW� WKH� KXE� RI� WKHVH� FRPSURPLVHV� DV�
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SRUWUD\HG�E\�DJHQF\ WKHRULVWV��H�J��$OFKLDQ�DQG�'HPVHW]��������-HQVHQ�DQG�0HFNOLQJ��������XQGHU� WKH� µQH[XV� RI� FRQWUDFWV¶� XPEUHOOD�� 5DWKHU�� VLQFH� SRZHU� LV� HVVHQWLDOO\� GLVSHUVHG�WKURXJKRXW� VRFLHW\�� DQG� VLQFH� WKHUH� DUH� QXPHURXV� SUHVVXUH� SRLQWV� �L�H�� SRLQWV� RI� SRWHQWLDO�FRQIOLFW���D�YDULHW\�RI�FRPSHWLQJ��SROLF\�IRUPXODWLQJ�DQG�GHFLVLRQ�PDNLQJ�FHQWUHV�DUH�VDLG�WR�HPHUJH��+HOG��S������
7DEOH����$OWHUQDWLYH�YLHZV�RQ�WKH�VRFLR�HFRQRPLF�VWUXFWXUH�RI�VRFLHW\$VSHFW�6WUXFWXUH 8QLWDU\ &ODVVLFDO�SOXUDOLVW 1HR�SOXUDOLVW &ODVVLFDO�0DU[LVP
3DUDGLJP )XQFWLRQDOLVW )XQFWLRQDOLVW ,QWHUSUHWLYH 5DGLFDO�VWUXFWXUDOLVW*URXS�LQWHUHVWV (PSKDVLV�RQ�FRPPRQ�REMHFWLYHV�DQG�WKH�VRYHUHLJQW\�RI�WKH�QDWLRQ�VWDWH

(PSKDVLV�RQ�SROLWLFDO�OLEHUW\��GLYHUVLW\�RI�JURXSV�DQG�JURXS�LQWHUHVWV�WR�SUHYHQW�WKH�HPHUJHQFH�RI�H[FHVVLYHO\�SRZHUIXO�IDFWLRQV�

5HFRJQLWLRQ�RI�PXOWLSOH�SUHVVXUH�JURXSV�ZLWK�D�GLYHUJHQW�UDQJH�RI�LQWHUHVWV�EXW�SROLWLFDO�DJHQGD�VHHQ�DV�ELDVHG�WRZDUGV�FRUSRUDWH�SRZHU

(PSKDVLV�RQ�VWUXFWXUDO��FODVV�FRQIOLFW��6RFLHW\�D�EDWWOHJURXQG�ZKHUH�ULYDO�IRUFHV�VHHN WR�DFKLHYH�ODUJHO\�LQFRPSDWLEOH�HQGV
3RZHU 7KH�LVVXH�RI�SRZHU�LV�ODUJHO\�LJQRUHG��FRPPRQ�LQWHUHVWV�EHLQJ�DFKLHYHG�WKURXJK�WKH�VRYHUHLJQ�UXOH�RI�WKH�VWDWH�ZKLFK�H[HUFLVHV�OHDGHUVKLS�DQG�FRQWURO

3RZHU�VKDUHG�DQG�EDUWHUHG�E\�QXPHURXV�JURXSV�ZLWK�QR�RQH�JURXS�KDYLQJ�DEVROXWH�SRZHU��VXFK�WKDW�HDFK�LQWHUHVW�JURXS�LV�LWVHOI�D�SRZHU�EDVH��9DOXH�FRQVHQVXV�DQG�GLVSHUVLRQ�RI�UHVRXUFH�EDVH�DPRQJVW�WKH�SRSXODWLRQ�HQVXUHV�SROLWLFDO�VWDELOLW\��HTXLOLEULXP�

3RZHU�VHHQ�DV�FRQWHVWHG�E\�QXPHURXV�JURXSV��EXW�SRRU�UHVRXUFH�EDVH�SUHYHQWV�PDQ\�JURXSV�IURP�SDUWLFLSDWLQJ�IXOO\�LQ�WKH�SROLWLFDO�SURFHVV��$Q�XQHYHQ�GLVWULEXWLRQ�RI�VRFLR�HFRQRPLF�SRZHU�OHDGV�WR�GRPLQDWLRQ�E\�SRZHUIXO�PXOWL�QDWLRQDO�HFRQRPLF�LQWHUHVWV

3RZHU�DOVR�D�NH\�DVSHFW��EXW�VHHQ�DV�XQHYHQO\�GLVWULEXWHG�DORQJ�FODVV�OLQHV��UHIOHFWLQJ�WKH�ZLGHU�LQHTXDOLWLHV�LQ�VRFLHW\�DV�D�ZKROH��H�J��HFRQRPLF�ZHDOWK��HGXFDWLRQ��WKH�OHJDO�V\VWHP��HWF��

&RQIOLFW &RQIOLFW�VHHQ�DV�D�UDUH�DQG�WUDQVLHQW�SKHQRPHQRQ��EXW�HDVLO\�GHDOW�ZLWK�WKURXJK�DSSURSULDWH�DFWLRQ�WR�URRW�RXW�µWURXEOHPDNHUV¶

&RQIOLFW�YLHZHG�DV�ERWK�LQHYLWDEOH�DQG�QHFHVVDU\�IRU�YLEUDQW��KHDOWK\�GHPRFUDF\��7KH�VWDWH�PHGLDWHV�DQG�DGMXGLFDWHV�FRPSHWLQJ�GHPDQGV�ZLWKLQ�WKH�FRQVWUDLQWV�RI�FRQVWLWXWLRQDO�UXOHV

&RQIOLFW�VHHQ�DV�HPEHGGHG�ZLWKLQ�D�GLYHUVH�SROLWLFDO�FXOWXUH�DQG�V\VWHPRI�UDGLFDOO\�XQHTXDO�HFRQRPLF�UHVRXUFHV��7KH�VWDWH�DQG�LWV�GHSDUWPHQWV�IRUJH�WKHLU�RZQ�VHFWLRQDO�LQWHUHVWV

&RQIOLFW�VHHQ�DV�VWUXFWXUDOO\�LQHYLWDEOH��SDUW�RI�D�ZLGHU�FODVV�VWUXJJOH�VXSSUHVVHG�DQG�PDLQWDLQHG�E\�D�UXOLQJ�HOLWH
6RXUFH��%DVHG�RQ�%XUUHOO�DQG�0RUJDQ���������0RUJDQ���������+HOG�������
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$� VWHDG\�VWDWH� RI� HTXLOLEULXP� RU� VWDELOLW\� LV� WKXV� VHHQ� DV� H[LVWLQJ� EHFDXVH� RI�ZKDW� 7UXPDQ��������UHIHUV�WR�DV�D�µSURWHDQ�FRPSOH[�RI�FULVV�FURVVLQJ�UHODWLRQVKLSV¶�WKDW�FKDQJH�LQ�VWUHQJWK�DQG� GLUHFWLRQ�� WKH� YHU\� GLYHUVLW\� DQG� RYHUODSSLQJ� RI� LQWHUHVWV� LQ� VRFLHW\� DFWLQJ� DV� D� EDUULHU�DJDLQVW� WKH�HPHUJHQFH�RI�D�GRPLQDQW�HOLWH��7KLV�µFODVVLFDO¶�SOXUDOLVWLF�YLHZ�RI�WKH�SURFHVV�RI�PHGLDWLRQ� UHVXOWV� LQ� ZKDW� 'DKO� ������� GHVFULEHV� DV� D� UHODWLYHO\� HIILFLHQW� V\VWHP� IRU�UHLQIRUFLQJ� DJUHHPHQW�� HQFRXUDJLQJ�PRGHUDWLRQ� DQG�PDLQWDLQLQJ� VRFLDO� SHDFH��7KLV�YLHZ�RI�VRFLHW\�PD\�EH�GLVWLQJXLVKHG�IURP�RWKHU��DOWHUQDWLYH�IUDPHV�RI�UHIHUHQFH�VXFK�DV�WKH�µXQLWDU\¶��µQHR�SOXUDOLVW¶� DQG� µUDGLFDO¶�YLHZSRLQWV� �7DEOH�����DERYH���$�XQLWDU\� �IXQFWLRQDOLVW��YLHZ�RI�PRGHUQ� VRFLHW\� LV� VHHQ� E\� FODVVLFDO� SOXUDOLVP� DV� VRPHZKDW� QDLYH� LQ� LWV� GHSLFWLRQ� RI� DQ�LQWHJUDWHG��QRQ�FRPSHWLWLYH�ZKROH��WKH�YDULRXV�HOHPHQWV�RI�ZKLFK�DUH�V\QFKURQLVHG�LQ�VXFK�D�ZD\�WKDW�WKH�LQWHUHVWV�RI�WKH�LQGLYLGXDO�DQG�WKRVH�RI�WKH�ZKROH DUH�DVVXPHG�WR�EH�V\QRQ\PRXV��&RQYHUVHO\�� FODVVLFDO� SOXUDOLVP�� ZKLOVW� DOVR� IXQFWLRQDOLVW�� VHUYHG� D� XVHIXO� SXUSRVH� DV� D�GHVFULSWLYH� WKHRU\� LQ� KLJKOLJKWLQJ� DVSHFWV� RI� SROLWLFV�± LQWHUDFWLRQ�� FRPSHWLWLRQ�� SRZHU� DQG�FRQIOLFW� ± ZKLFK� DUH� HPEHGGHG�ZLWKLQ� WKH� EXVLQHVV� RUJDQL]DWLRQ� DQG� DGPLQLVWUDWLRQ� RI� WKH�PRGHUQ�QDWLRQ�VWDWH��7KH�DGHTXDF\�RI�WKH�FODVVLFDO�SOXUDOLVW�YLHZ��SDUWLFXODUO\�LQ�UHODWLRQ�WR�LWV�GHSLFWLRQ�RI�SRZHU��ZDV� FKDOOHQJHG� E\� D� QXPEHU� RI� FULWLTXHV� �IRU� H[DPSOH�� %XUUHOO� DQG�0RUJDQ�� ������ &OHJJ��������*LGGHQV���������$OWKRXJK�SRZHU�LV�VRPHWLPHV�VHHQ�DV�D�UHVRXUFH�ZKLFK�RQH�SRVVHVVHV��H�J�� HFRQRPLF� SRZHU��� VRFLDO� DQG� SROLWLFDO� VFLHQWLVWV� WHQG� WR� SHUFHLYH� SRZHU� DV� D� VRFLDO�UHODWLRQ� FKDUDFWHUL]HG� E\� VRPH� IRUP� RI� GHSHQGHQF\�� L�H�� DV� DQ� LQIOXHQFH� RU� FRQWURO� RYHU�VRPHWKLQJ� RU� VRPHRQH� �0RUJDQ���������7KH�SOXUDOLVW� YLHZ�RI�SRZHU�GUDZV�RQ� WKH�ZRUN�RI�ZULWHUV� VXFK� DV�'DKO� ������� �������(PHUVRQ� ������� DQG�/DVVZHOO� ��������'DKO� �������� IRU�H[DPSOH��DVVHUWV�WKDW�WR�EH�DXWRQRPRXV�LV��LQ�D�SROLWLFDO�VHQVH��QRW�WR�EH XQGHU�WKH�FRQWURO�RI�DQRWKHU�� ,Q�RWKHU�ZRUGV��IURP�D�SOXUDOLVW�SHUVSHFWLYH��SRZHU�LQYROYHV�WKH�DELOLW\� WR�SHUVXDGH�RU�FRHUFH�VRPHRQH�WR�GR�VRPHWKLQJ�ZKLFK�WKH\�ZRXOG�QRW�RWKHUZLVH�KDYH�GRQH��'DKO���������&ODVVLFDO� SOXUDOLVP� ZDV� FKDUJHG� ZLWK� IDLOLQJ� WR� V\VWHPDWLFDOO\� HYDOXDWH� WKLV� DVSHFW� RI�µUHDOLVP¶�LQ�WKH�FRQWH[W�RI�QRUPDWLYH�PRGHOV�RI�GHPRFUDF\��+HOG���������(YHQWV�LQ�WKH�����V�DQG� ����V�� VXFK� DV� WKH� DQWL�9LHWQDP�ZDU�PRYHPHQW�� WKH� OHIW�ZLQJ� VWXGHQW�PRYHPHQW�� DQG�PDQ\�RWKHU�SROLWLFDO�JURXSV�DVVRFLDWHG�ZLWK�µWKH�1HZ�/HIW¶��DOWHUHG�WKH�SROLWLFDO�ODQGVFDSH�RI�PDQ\�:HVWHUQ�GHPRFUDFLHV�WR�VXFK�DQ�H[WHQW�WKDW��WR�VRPH��FODVVLFDO�SOXUDOLVP�EHFDPH�DOPRVW�DQ�DQDFKURQLVP���7KH� QHZ� PRYHPHQWV� VHHPHG� WR� GHILQH� WKHPVHOYHV� DJDLQVW� DOPRVW� HYHU\WKLQJ�WKDW� WKH� WUDGLWLRQDO� SROLWLFDO� V\VWHP� GHIHQGHG�� 7KH\� GHILQHG� WKH� V\VWHPV� DV�ULJLG�� UHJLPHQWHG�� DXWKRULWDULDQ� DQG� HPSW\� RI�PRUDO�� VSLULWXDO� DQG� SHUVRQDO�FRQWHQW��«�LW�LV�QRW�HDV\�WR�H[DJJHUDWH�WKH�H[WHQW�WR�ZKLFK�>WKHVH�PRYHPHQWV@�VKDWWHUHG�WKH�SUHPLVHV�RI�FODVVLFDO�SOXUDOLVP��+HOG�������S�������6LQFH� WKH� ����V�� RQH� RI� WKH� µQHZ�PRYHPHQWV¶�� WKH� DGYRFDF\�PRYHPHQW�� KDV� VXFFHHGHG� LQ�FDOOLQJ� VRFLHW\¶V� DWWHQWLRQ� WR� D� QXPEHU� RI� VRFLDO� DQG� HQYLURQPHQWDO� LVVXHV�� QRWDEO\� SURGXFW�VDIHW\�� HQYLURQPHQWDO� SURWHFWLRQ�� HPSOR\PHQW� GLVFULPLQDWLRQ DQG� RFFXSDWLRQDO� KHDOWK� DQG�VDIHW\��+HDUG�DQG�%ROFH���������7KH�IDLOXUH�RI�FODVVLFDO�SOXUDOLVP�WR�DGHTXDWHO\�FKDUDFWHULVH�:HVWHUQ�SROLWLFV�IROORZLQJ�WKH�HYHQWV�RI�WKH�����V�DQG�����V�FDQ�EH�WUDFHG��SDUWO\�DW�OHDVW��WR�LWV�FRQFHSW�RI�SRZHU�DQG�SRZHU�UHODWLRQV��%DFKUDFK�DQG�%DUDW]���������LQ�D�VHPLQDO�FULWLTXH�RI� WKH�FODVVLFDO�SOXUDOLVW�FRQFHSW�RI�SRZHU��DJUHHG�ZLWK�'DKO¶V� �������FRQFHSWLRQ�RI�SRZHU��L�H��WKDW�RQH�SDUW\��$��KDV�SRZHU�RYHU�DQRWKHU�SDUW\��%��ZKHQ�$�SDUWLFLSDWHV�LQ�WKH�PDNLQJ�RI�
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GHFLVLRQV�ZKLFK DIIHFW�%��+RZHYHU��%DFKUDFK�DQG�%DUDW]�DUJXHG�WKDW�SRZHU�LV�DOVR�H[HUFLVHG�ZKHQ�$�XVHV�KLV�KHU�HQHUJLHV�WR�FUHDWH�RU�UHLQIRUFH�VRFLDO�DQG�SROLWLFDO�YDOXHV�DQG�LQVWLWXWLRQDO�SUDFWLFHV�ZKLFK�SUHYHQW D�GLVFXVVLRQ�RI�SROLF\�FRQIOLFWV�RU�OLPLW VXFK�GLVFXVVLRQV WR�RQO\�WKRVH�LVVXHV�ZKLFK�DUH�UHODWLYHO\�LQQRFXRXV�WR�$��%\�VR�GRLQJ��$�LV�VDLG�WR�HIIHFWLYHO\�FRQWURO�%¶V�EHKDYLRXU�E\�SDUWLFLSDWLQJ�LQ�D�QRQ�GHFLVLRQ�PDNLQJ�SURFHVV ZKLFK�UHVWULFWV�GHEDWH�WR�LVVXHV�WKDW�DUH�QRW�VHULRXVO\�GHWULPHQWDO�WR�$¶V�VHW�RI�SUHIHUHQFHV��7KH�VLJQLILFDQFH�RI�%DFKUDFK�DQG�%DUDW]¶V�DQDO\VLV�LV�WKHLU�GHSLFWLRQ�RI�KRZ�SRZHU�FDQ�EH�XVHG�QRW�RQO\�WR�PDNH�WKLQJV�KDSSHQ�EXW�DOVR�WR�PDNH�WKLQJV�QRW KDSSHQ��+RZHYHU��HYHQ�WKLV�FRQFHSW�RI�SRZHU�LV�UHODWLYHO\�VLPSOH��2WKHUV��VXFK�DV�/XNHV���������VXJJHVW�WKDW�WKH�ELDV�RI�D�V\VWHP�LQ�IDYRXU�RI�FHUWDLQ�VHFWLRQV�RI�VRFLHW\� LV� QRW� VLPSO\�PDLQWDLQHG� E\� WKH� DFWLRQ�RU�QRQ�DFWLRQV�RI� LQGLYLGXDOV�EXW� DOVR��PRVW�LPSRUWDQWO\�� E\� WKH� VRFLDOO\�FRQVWUXFWHG� DQG� FXOWXUDOO\�SDWWHUQHG� EHKDYLRXU� RI� JURXSV� DQG�SUDFWLFHV�RI�LQVWLWXWLRQV��7KHVH�FROOHFWLYH�IRUFHV�ZHUH�VHHQ�DV�EHLQJ�DEVHQW�IURP�WKH�FODVVLFDO�SOXUDOLVW¶V�DQDO\VLV�RI�SRZHU�>&@ODVVLFDO� SOXUDOLVWV� IDLOHG� WR�EHJLQ� WR�JUDVS� WKRVH�DV\PPHWULHV�RI�SRZHU�±EHWZHHQ� FODVVHV�� UDFHV��PHQ� DQG�ZRPHQ�� SROLWLFLDQV� DQG� RUGLQDU\� FLWL]HQV�±ZKLFK�ZHUH� EHKLQG�� LQ� ODUJH� SDUW�� WKH� GHFD\� RI�ZKDW� WKH\� FDOOHG� µFRQVHQVXV�SROLWLFV¶��+HOG�������S�������,W� LV� WKH� H[LVWHQFH� RI� WKHVH�SRZHU� DV\PPHWULHV��ZKLFK� EHFDPH�PRUH� REYLRXV� IROORZLQJ� WKH�FKDOOHQJHV� WR� FRQVHQVXV�� XQLWDU\� SROLWLFV� LQ WKH� ����V� DQG� ����V�� WKDW� SUHFLSLWDWHG� D� UH�HYDOXDWLRQ�RI�FODVVLFDO�SOXUDOLVP�DV�D�UHDOLVWLF�UHSUHVHQWDWLRQ�RI�PRGHUQ�GHPRFUDFLHV����6XFK�SRZHU�DV\PPHWULHV��UHIOHFWLQJ�WKH�XQHYHQ�GLVWULEXWLRQ�RI�SRZHU�ZLWKLQ�D�VRFLHW\��FOHDUO\�KDYH�LPSRUWDQW�LPSOLFDWLRQV�IRU�DQ\�IRUP�RI�VRFLDO�DQDO\VLV��LQFOXGLQJ�HFRQRPLFV�DQG�DFFRXQWLQJ��DQG�ZKLFK�FODVVLFDO�SOXUDOLVWV�IDLOHG�WR�SXUVXH�VXIILFLHQWO\��+HOG���������)RU�H[DPSOH��FULWLFV�RI�FODVVLFDO�SOXUDOLVP�DUJXH� WKDW� MXVW�EHFDXVH�D�SRZHU�FHQWUH�RU� OREE\�JURXS�H[LVWV�GRHV�QRW�PHDQ� WKDW� LW�KDV�DQ� LQIOXHQWLDO�YRLFH�LQ� WKH�SROLWLFDO�SURFHVV��5DWKHU��ZKDW�FRXQWV� LV�UHODWLYH�SRZHU�� ZLWK� JRYHUQPHQWV� EHLQJ� VXVFHSWLEOH� WR� PRVW� LQIOXHQFH� IURP� WKRVH� ZKR� ZLHOG� WKH�JUHDWHVW� DPRXQW� RI� SRZHU� UHODWLYH� WR� RWKHUV��%\� WKH� VDPH� WRNHQ�� WKRVH�ZLWK� UHODWLYHO\� OHDVW�UHVRXUFHV�WR�HQJDJH�LQ�OREE\LQJ�DUH�VHHQ�DV�PDUJLQDOL]HG��ZKLOVW�SRZHUIXO�OREE\�JURXSV�DQG�ELJ�EXVLQHVV�GHILQH��PDQDJH�DQG�FRQWURO�WKH�DJHQGDV�RI�JRYHUQPHQWV�DQG�QDWLRQ�VWDWHV��$V� FODVVLFDO� SOXUDOLVP� DSSHDUHG� WR� VHJPHQW� LQWR� D� VHULHV� RI FRPSHWLQJ� VFKRROV� LQ� WKH� ODWH�����V� DQG� HDUO\� ����V�� GHYHORSPHQWV� LQ� ERWK� 0DU[LVW� DQG� SOXUDOLVW� WKHRU\� OHG� WR� WKH�HPHUJHQFH�RI�ZKDW�ZH�QRZ�FDOO�µQHR�SOXUDOLVP¶��VHH��IRU�H[DPSOH��'DKO��������������������/LQGEORP��������0F/HQQDQ���������������1HR�SOXUDOLVP LV�D�IRUP�RI�SOXUDOLVP�ZKLFK�SD\V�VSHFLDO�DWWHQWLRQ�WR�WKH�WKUHDW�WR�HTXDOLW\�DQG�OLEHUW\�SRVHG�E\�µHFRQRPLF�OLEHUDOLVP¶��RU�ZKDW�'DKO��������S�����UHIHUV�WR�DV�WKH�³«�OLEHUW\�WR�DFFXPXODWH�XQOLPLWHG�HFRQRPLF�UHVRXUFHV�DQG�WR� RUJDQL]H� HFRQRPLF� DFWLYLW\� LQWR� KLHUDUFKLFDO� JRYHUQHG� HQWHUSULVHV´�� 'DKO� ������� ZDV�SDUWLFXODUO\� FRQFHUQHG� ZLWK� KRZ� WKH� PRGHUQ� V\VWHP� RI� RZQHUVKLS� DQG� FRQWURO� RI�RUJDQL]DWLRQV��JLYHQ� WKH� ODWWHU¶V�JRYHUQPHQW�VDQFWLRQHG�UHVSRQVLELOLW\�IRU�FUHDWLQJ�HFRQRPLF�ZHDOWK�� FRQWULEXWHG WR�� UDWKHU WKDQ� DOOHYLDWHG�� LQHTXDOLW\� LQ� VRFLHW\��$V� QRWHG� LQ�&KDSWHU� ���QHR�FODVVLFDO�HFRQRPLFV�LV�UHODWLYHO\�VLOHQW�RQ�WKH�LVVXH�RI�SRZHU��DGRSWLQJ�D�XQLWDU\�YLHZ�RQ�WKH� VRFLR�HFRQRPLF� VWUXFWXUH� RI� VRFLHW\� �7DEOH� ������'DKO� �������� KRZHYHU�� DUJXHV� WKDW� WKH�FDSLWDOLVW�V\VWHP�RI�RZQHUVKLS�DQG�FRQWURO�RI�WKH�PHDQV�RI�SURGXFWLRQ�ZLWKLQ�DQ�HFRQRP\�LV�GHHSO\� LPSOLFDWHG� LQ� WKH� FUHDWLRQ� DQG� SHUSHWXDWLRQ� RI� D� YDULHW\� RI� IRUPV� RI� LQHTXDOLW\�±LQFRPH�� VWDWXV�� VNLOOV�� LQIRUPDWLRQ�� FRQWURO� RYHU� LQIRUPDWLRQ� DQG� SURSDJDQGD�� DFFHVV� WR� WKH�
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SROLWLFDO� HOLWH�� DQG� SUHGLFWDEOH� OLIH� FKDQFHV� IRU� WKH� XQERUQ� DQG� LQIDQWV�± LQHTXDOLWLHV�ZKLFK�UHGXFH� WKH� FDSDFLWLHV� DQG� RSSRUWXQLWLHV� IRU� FLWL]HQV� WR� SDUWLFLSDWH� DV� SROLWLFDO� HTXDOV� LQ�JRYHUQLQJ� WKH� QDWLRQ�VWDWH�� 7KXV�� IURP� D� QHR�SOXUDOLVW� YLHZSRLQW�� HFRQRPLF� SRZHU� LV� QRW�DVVXPHG�WR�EH�ORFDWHG�ZLWKLQ�D�VLQJOH�LQGLYLGXDO�RU�JURXS��IRU�H[DPSOH��WKH�VWDWH��FDSLWDO��RU�D�UXOLQJ�HOLWH���QRU�HYHQO\�GLVWULEXWHG�ZLWKLQ�VRFLHW\�DV�D�ZKROH��VHH�7DEOH�������� +RZHYHU��WKH�QHR�SOXUDOLVWV¶� DQDO\VLV� RI� SRZHU� JRHV� EH\RQG� WKH� LPSOLFDWLRQV� RI� HFRQRPLF� LQHTXDOLWLHV��)XQGDPHQWDOO\�� QHR�SOXUDOLVWV� DUJXH� WKDW�� DV�ZLWK�PDQ\�0DU[LVWV�� YLRODWLRQV� RI� WKH� SROLWLFDO�DQG�GHPRFUDWLF�SURFHVVHV�XQGHU�V\VWHPV�RI�OLEHUDO�HFRQRPLF�GHPRFUDF\�H[WHQG�WR�D�SRLQW�DW�ZKLFK� HOHFWHG� JRYHUQPHQWV� DUH� FRQVWUDLQHG� E\� WKH� UHTXLUHPHQWV� RI� SULYDWH� SURSHUW\�DFFXPXODWLRQ� IURP� DFWLQJ� LQ� ZD\V� WKDW� LQWHUHVW� JURXSV�PD\� GHVLUH� �'DKO�� ������ /LQGEORP����������� ,Q� RWKHU�ZRUGV�� WKH� GHPDQGV� RI� WKH� VRFLDO� V\VWHP�EDVHG� RQ� IUHH�PDUNHW� HQWHUSULVH�ZLWKLQ� D� OLEHUDO HFRQRPLF� IUDPHZRUN�ZKLFK� HQFRXUDJHV� SULYDWH� LQYHVWPHQW�� SURSHUW\� ULJKWV�DQG� SULYDWH� SURSHUW\�� DQG� ZKLFK� IRVWHUV� SULYDWH� HQWHUSULVH�� HFRQRPLF� JURZWK� DQG� WKH�DFFXPXODWLRQ�RI�PRQH\�ZHDOWK��FUHDWHV�D�FRQWH[W�LQ�ZKLFK�JRYHUQPHQWV�DUH�IRUFHG WR�SXUVXH�JRDOV�FRQVLVWHQW�ZLWK�WKDW�V\VWHP�,Q� RUGHU� WR� UHPDLQ� LQ� SRZHU� LQ� D� OLEHUDO� GHPRFUDWLF� HOHFWRUDO� V\VWHP��JRYHUQPHQWV��PXVW�«�WDNH�DFWLRQ�WR�VHFXUH�WKH�SURILWDELOLW\�DQG�SURVSHULW\�RI�WKH� SULYDWH� VHFWRU�� WKH\� DUH� GHSHQGHQW� XSRQ� WKH� SURFHVV� RI� FDSLWDO�DFFXPXODWLRQ� ZKLFK� WKH\� KDYH� IRU� WKHLU� RZQ� VDNH� WR� PDLQWDLQ �+HOG� ������S������)URP� WKLV� SHUVSHFWLYH�� LW� LV� WKH� PDQDJHULDO� FDSLWDOLVWV UXQQLQJ� WKH� ODUJH� WUDQVQDWLRQDO�FRUSRUDWLRQV��QRW�WKH�HOHFWHG�UHSUHVHQWDWLYHV�RI�WKH�GHPRV��ZKR�DUH�LQ�IDFW�JLYHQ�FRQWURO�RYHU�MREV��SULFHV��SURGXFWLRQ�DQG�JURZWK��DV�ZHOO�DV�WKH�ORQJ�WHUP�HFRQRPLF�VHFXULW\�RI�D�FRXQWU\¶V�FLWL]HQV� �VHH�� IRU� H[DPSOH�� .RUWHQ�� ������ ������� $� PDMRU� IXQFWLRQ� RI� JRYHUQPHQW� LQ� WKLV�FRQWH[W� LV� WKXV� WR� FUHDWH� WKH� ULJKW� FRQGLWLRQV� XQGHU� ZKLFK� WKH� V\VWHP� RI� SULYDWH�HQWHUSULVH�IORXULVKHV��$V� D� UHVXOW�� GHPRFUDF\� LV� VHHQ� E\� QHR�SOXUDOLVWV� DV� EHLQJ� HPEHGGHG� LQ� D� VRFLR�HFRQRPLF� V\VWHP� WKDW� V\VWHPDWLFDOO\� JUDQWV� D� SULYLOHJHG� SRVLWLRQ� WR� WKH� LQWHUHVWV� RI� µELJ�EXVLQHVV¶� �+HOG�� ������� ,Q� HIIHFW�� WKH� GHPRV� LV� VHHQ� DV� KDYLQJ� VXUUHQGHUHG� ERWK� WKH�GHPRFUDWLF�ULJKW�WR�VHOI�GHWHUPLQDWLRQ��DQG�WKXV�VHOI�JRYHUQPHQW��DQG�WKH�ULJKW�WR�SURGXFWLYH�SURSHUW\�LQ� WKH�ZRUN�SODFH�LQ�UHWXUQ�IRU�D�V\VWHP�ZKLFK�SURPLVHV�HFRQRPLF�VHFXULW\��KLJKHU�ZDJHV� DQG� D� KLJKHU� VWDQGDUG� RI� OLYLQJ��0RUHRYHU�� XQOLNH� QHR�FODVVLFDO� HFRQRPLVWV� VXFK� DV�%HUOH�DQG�0HDQV��������ZKR�ZRUULHG�DERXW�WKH�HFRQRPLF�ULVN�LPSOLFDWLRQV�RI�D�VHSDUDWLRQ�RI�RZQHUVKLS�IURP�FRQWURO��VHH�&KDSWHU�����QHR�SOXUDOLVWV�SHUFHLYH�QR�VXFK�VHSDUDWLRQ��)RU�WKHP��WKH�RZQHUVKLS�DQG FRQWURO�RI�ILUPV LV�YHVWHG�LQ�WKH�KDQGV�RI�D�SROLWLFDOO\�SULYLOHJHG�JURXS�RI�VRFLHW\� ± SURIHVVLRQDO�PDQDJHUV�� YHQWXUH� FDSLWDOLVWV� DQG� WKH�PDQDJHUV� RI� LQYHVWPHQW� IXQGV�KHOG�E\�EDQNV��LQVXUDQFH�FRPSDQLHV�DQG�RWKHU�ILQDQFLDO�LQVWLWXWLRQV����7KXV��WKH�QHR�SOXUDOLVW�SHUVSHFWLYH�VXJJHVWV�WKDW�LQWHUHVW�JURXSV�VKRXOG�QRW�EH�SHUFHLYHG�DV�QHFHVVDULO\�HTXDO�DQG�WKDW�WKH� VWDWH� VKRXOG� QRW� EH� SHUFHLYHG� DV� D� QHXWUDO� DUELWHU� LQ� DGGUHVVLQJ� FRQIOLFWV� RI� LQWHUHVWV�EHWZHHQ� WKHVH�YDULRXV� LQWHUHVW�JURXSV��'DKO��������������/LQGEORP���������5DWKHU�� LW� LV� WKH�EXVLQHVV�RUJDQL]DWLRQ ZKLFK�KDV�D�SULYLOHJHG�SRVLWLRQ��ZLHOGLQJ�D�GLVSURSRUWLRQDWH�LQIOXHQFH�RYHU� WKH� VWDWH� DQG� WKXV� RYHU� WKH� QDWXUH�RI� WKH�GHPRFUDWLF�SURFHVV� �+HOG�� �������7KXV�� QHR�SOXUDOLVP�GLIIHUV�IURP�FODVVLF�SOXUDOLVP�LQ�D�QXPEHU�RI�ZD\V��VHH�7DEOH�����DERYH��x WKH� VWDWH� LV� SRUWUD\HG� DV� DQ� DFWLYH� LQIOXHQFLQJ� DJHQW�� UDWKHU� WKDQ� D� SDVVLYH�LQWHUPHGLDU\�
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x WKH� VWUXJJOH� IRU� SRZHU� LV� VHHQ� DV� FRQWHVWHG� WHUUDLQ� EHWZHHQ� WKH� YDULRXV� IDFWLRQV�ZLWKLQ�VRFLHW\��UDWKHU�WKDQ�D�PHHWLQJ�SODFH�ZKHUH�SRZHU�LV�VKDUHG�RU�H[FKDQJHG�LQ�D�FLYLO��FRXUWHRXV�PDQQHU��DQG�x PXOWLQDWLRQDO� FRUSRUDWLRQV� DQG� QDWLRQ�VWDWHV� DUH� VHHQ� DV� RFFXS\LQJ� SRZHUIXO�SRVLWLRQV�GXH�WR�WKH�XQHYHQ�GLVWULEXWLRQ�RI�VRFLR�HFRQRPLF�UHVRXUFHV�$V�D�UHVXOW��ZKHUHDV�FODVVLFDO�SOXUDOLVP�LV�VWUXFWXUHG�DURXQG�D�SHUFHSWLRQ�WKDW�WKH�VRFLDO�ZRUOG�LV� HVVHQWLDOO\� KDUPRQLRXV� PRYLQJ� µQDWXUDOO\¶� WRZDUGV� D� VWHDG\�VWDWH� RI� HTXLOLEULXP�� QHR�SOXUDOLVP�SHUFHLYHV�VRFLHW\�DV�EHLQJ�LQ�D�FRQWLQXDO�VWDWH�RI�IOX[��ZLWK�WKH�XQHYHQ�GLVWULEXWLRQ�RI�VRFLR�HFRQRPLF�SRZHU�JHQHUDWLQJ�D�FRQVWDQWO\�FKDQJLQJ�VHW�RI�RSSRUWXQLWLHV�IRU�DQG�OLPLWV�WR� SROLWLFDO� RSWLRQV� VXFK� WKDW� QR� HTXLOLEULXP� RU� VWHDG\�VWDWH� LV� DFKLHYDEOH�� 7KXV�� QHR�SOXUDOLVWV�� LQ�GHIHUHQFH�WR�FRQIOLFW�WKHRU\��DUH�PXFK�PRUH�ZLOOLQJ�WR�H[SORUH�LVVXHV�RI�SRZHU�DQG�WKH�SROLWLFDO�VWUXJJOHV�WKDW�WDNH�SODFH�ZLWKLQ�D�VRFLHW\��VXFK�VWUXJJOHV�VHHQ�DV�HVVHQWLDOO\�SUREOHPDWLF��VHH��IRU�H[DPSOH��LQ�WKH�FRQWH[W�RI�FRUSRUDWH�UHSRUWLQJ��2JDQ�DQG�=LHEDUW���������5LYDO�� DOWHUQDWLYH� WKHRUHWLFDO� SHUVSHFWLYHV�� SDUWLFXODUO\� WKH� QHR�0DU[LVP� SHUVSHFWLYH�� KDYH�H[WHQGHG�WKH�QHR�SOXUDOLVWV¶�FULWLTXH�RI�FODVVLFDO�SOXUDOLVP��VHH�IRU�H[DPSOH��0LOLEDQG��������2IIH�� ������ 3RXODQW]DV�� ��������� 7KH� FODVVLFDO� 0DU[LVW� YLHZ� �VHH� 7DEOH� ���� DERYH�� VHHV�VRFLHW\�DV�EHLQJ�FRPSULVHG�RI�DQWDJRQLVWLF�LQWHUHVWV�ZKLFK DUH�VWUXFWXUDOO\�GLYLGHG�DORQJ�FODVV�OLQHV�� ³«� FKDUDFWHUL]HG� E\� GHHS�URRWHG� VRFLDO� DQG� SROLWLFDO� FOHDYDJHV�� DQG� KHOG� WRJHWKHU� DV�PXFK�DV�E\�FRHUFLRQ�DV�E\�FRQVHQW´��0RUJDQ�������S�������7KLV�YLHZ�RI�VRFLHW\��ZKLFK�KDV�EHHQ�VWURQJO\�LQIOXHQFHG�E\�WKH�ZRUN�RI�0DU[�DQG�(QJHOV�DQG�0DU[LVP��LV�UDGLFDO�EHFDXVH�RI�WKH�DWWHQGDQW�EHOLHI�WKDW�WKH�LQWHUHVWV�RI�VXSSUHVVHG�JURXSV��W\SLFDOO\�ODERXU�DQG�ZRPHQ��FDQ�EH� DGYDQFHG� VLJQLILFDQWO\� RQO\� E\� UDGLFDO FKDQJHV� �UHYROXWLRQ�� LQ� WKH� VWUXFWXUH� RI� VRFLHW\�ZKLFK� OHDG� WR� WKH UHPRYDO� RI� WKRVH� FXUUHQWO\� LQ� SRZHU��1HR�0DU[LVWV� VXFK� DV�2IIH� �������SURYLGH�DQ�DOWHUQDWLYH�SHUVSHFWLYH�RI�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�VWDWH�DQG�FODVV�SRZHU�ZKLFK�LV��QHYHUWKHOHVV��FORVHU� WR� WKH�QHR�SOXUDOLVW�YLHZ��DUJXLQJ� WKDW� WKH�VWDWH� LV� LWVHOI�HQPHVKHG�LQ�WKH� FRQWUDGLFWLRQV� RI� FDSLWDOLVP�� SDUWLFXODUO\� WKH� IDFW� WKDW� WKH� VWDWH� UHFHLYHV� SDUW� RI� LWV�UHYHQXHV� IURP� WD[DWLRQ�RI�SULYDWH�SURSHUW\�ZKLFK� LV�XVHG�E\�SULYDWH�FRUSRUDWLRQV� LQ�JDLQIXO�SURGXFWLRQ�WR�JHQHUDWH�SURILWV��&RQVHTXHQWO\��WKH�VWDWH�KDV�D�YHVWHG�LQWHUHVW�LQ�VXVWDLQLQJ�VXFK�SURILWDEOH�SURGXFWLRQ��1HR�SOXUDOLVWV��VXFK�DV�'DKO�������������DQG�0F/HQQDQ���������GR�QRW�SODFH� VXFK� D� VWURQJ� HPSKDVLV� RQ� FODVV� DV� WKH� FHQWUDO� VWUXFWXUDO� �DQG� WKXV� VWUXFWXUDOLVW��GHWHUPLQDQW�RI�GHPRFUDF\�EXW�UDWKHU�UHWDLQ�:HEHU¶V�GHSLFWLRQ�RI�FRQIOLFW�DV�FXWWLQJ�DFURVV�WKH�FODVV�GLYLGH�DV�ZHOO� DV�DORQJ� LW��$V� VXFK��FRQIOLFW� LV� VHHQ�E\�QHR�SOXUDOLVWV�DV� VSOLW�QRW�RQO\�DORQJ�FODVV�OLQHV�EXW�DOVR�ZLWKLQ HDFK�FODVV��ZLWK�HDFK�FODVV�EHLQJ�PDGH�XS�RI�LQGLYLGXDOV�DQG�JURXSV�ZKLFK�FRQWHVW�D�QXPEHU�RI�GLIIHUHQW� LVVXHV�RWKHU�WKDQ�WKRVH�ZKLFK�UHODWH�WR�WKH�FODVV�VWUXJJOH�7KH� VLJQLILFDQFH� RI� WKH� DQDO\VLV� RI� SRZHU� DV� SURYLGHG� E\� QHR�SOXUDOLVWV� VXFK� DV� /LQGEORP��������� IRU� H[DPSOH�� LQ� WKH� FRQWH[W� RI�PRGHUQ�� JOREDO� FRUSRUDWLRQV�� LV� WKDW��IDU� IURP�EHLQJ�IHDUIXO� RI� SROLWLFDO� FRVWV� �DV� VXJJHVWHG� E\�:DWWV� DQG� =LPPHUPDQ�� ������ ������ ������� WKH�SXEOLF�SROLF\�RSWLRQV�DYDLODEOH�WR�WKH�SROLWLFDO�VHFWRU�WR�FRQWURO�WKH�DFWLYLWLHV�RI�EXVLQHVVHV�DUH�VHYHUHO\� FRQVWUDLQHG� E\� WKH� GHPDQGV� RI� WKH� VRFLDO� V\VWHP� LWVHOI�� $� NH\� LPSOLFDWLRQ� RI� WKLV�SHUVSHFWLYH�LV�WKDW�LW�VXJJHVWV�WKH�WKUHDW�WR�PDQDJHULDO�FDSLWDOLVP�FRPHV�QRW�IURP�WKH�SROLWLFDO�VHFWRU¶V� UHVSRQVH� WR� GHPDQGV� IURP� VHFWLRQV� RI� VRFLHW\�� VLQFH� WKH� SROLWLFDO� VHFWRU� LV� ODUJHO\�LPSRWHQW��EXW�GLUHFWO\ IURP�WKRVH�VHFWLRQV�RI�VRFLHW\�ZKRVH�DFWLYLWLHV�RU�YLHZV�DUH�SHUFHLYHG�
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DV�D�WKUHDW�WR�D�FRUSRUDWLRQ¶V�ORQJ�WHUP�VXUYLYDO��7KH�LPSOLFDWLRQV�RI�WKLV�DUH�H[SORUHG�LQ�WKH�QH[W�VHFWLRQ�LQ�WKH�VSHFLILF�FRQWH[W�RI�&65�
��� 7KH�VWXG\�RI�&65�ZLWKLQ�D�QHR�SOXUDOLVW�YLVXDOLVDWLRQ�RI�VRFLHW\:LWKLQ�DFFRXQWLQJ��WKHUH�KDV�EHHQ�JURZLQJ�LQWHUHVW�VLQFH�WKH�HDUO\�����V�LQ�H[SORULQJ�LVVXHV�RI�FRQIOLFW�DQG�SRZHU�DQG�WKH�SROLWLFDO�VWUXJJOHV�ERWK�ZLWKLQ�RUJDQL]DWLRQV��VHH��IRU�H[DPSOH��%HQVWRQ�� ������%XUZR\��������/LQGEORP��������0DUJOLQ�� ������ DQG�EHWZHHQ�RUJDQL]DWLRQV�DQG�LQWHUHVW�JURXSV��VHH��IRU�H[DPSOH��+H\GHEUDQG��������/DUVRQ���������6LJQLILFDQWO\��WKHVH�VWXGLHV� GR� QRW� DVVXPH� RUJDQL]DWLRQV� WR� EH� FROOHFWLYHV� ZLWKLQ� ZKLFK� SRWHQWLDO� FRQIOLFWV� RI�LQWHUHVW� DUH� HLWKHU� DVVXPHG� DZD\� RU� VHWWOHG� WKURXJK� µHIILFLHQW� FRQWUDFWLQJ¶� DUUDQJHPHQWV� RU�H[WHUQDO� PDUNHWV�� DV� LV� VXJJHVWHG� E\� SURSRQHQWV� RI� WKH�5RFKHVWHU� 6FKRRO� EUDQG� RI� DJHQF\�WKHRU\ �VHH�&KDSWHU� ����5DWKHU�� WKH� RUJDQL]DWLRQ� LV� VHHQ� DV� WKH� SRWHQWLDO� UHSRVLWRU\� RI� GHHS�FRQIOLFWV�ZKLFK�PLUURU ZLGHU��VRFLHWDO�FRQWUDGLFWLRQV�DQG�FULVHV��%XUUHOO��������&OHJJ���������'HVSLWH�WKH�IDFW�WKDW�PDLQVWUHDP�DFFRXQWLQJ�UHVHDUFK�KDV�ODUJHO\�LJQRUHG�WKHVH�GHYHORSPHQWV��WKH\�DUH�VHHQ�WR�RIIHU�QHZ�LQVLJKWV�LQWR�WKH�SRZHU�HIIHFWV�RI�DFFRXQWLQJ�ZLWKLQ�RUJDQL]DWLRQV�DQG� VRFLHW\� �&KXD�� �������1HR�SOXUDOLVP�� LQ� WKH� FRQWH[W�RI� WKH�GHVFULSWLRQ�SURYLGHG� DERYH��SURYLGHV�D�SRWHQWLDOO\�XVHIXO�KHXULVWLF� IRU�H[SORULQJ�FRUSRUDWH�EHKDYLRXU� WR�ERWK�DFFRXQWLQJ�VFKRODUV� JHQHUDOO\� DQG� &65� UHVHDUFKHUV� LQ� SDUWLFXODU�� )LJXUH� ���� EHORZ� VXPPDULVHV��GLDJUDPPDWLFDOO\��WKH�PDLQ�HOHPHQWV�RI�WKH�QHR�SOXUDOLVW�YLVXDOLVDWLRQ�RI�VRFLHW\��*UD\�HW�DO���������
)LJXUH����$�QHR�SOXUDOLVW�YLHZ�RI�WKH�ZLGHU�VRFLHW\
(FRVSKHUH 6RFLR�HFRQRPLF�GRPDLQ�± VRFLHW\��FXOWXUH��HWKLFV��HWF�(FRQRPLF��DQG�DFFRXQWLQJ��GRPDLQ

7KH�6WDWH
Q

7KH�ILUP 6WDNHKROGHUV�SUHVVXUH�JURXSV�LQGLYLGXDOV
Q���� Q����

6RXUFH��*UD\�HW�DO����������DV�DGDSWHG�)LJXUH� ���� LOOXVWUDWHV� WKH UHODWLRQVKLS� EHWZHHQ� WKH� µHFRQRPLF� �DQG� DFFRXQWLQJ�� GRPDLQ¶��ZKLFK�IRUPHG�WKH�EDVLV�IRU�WKH�DQDO\VLV�RI�WKH�5RFKHVWHU�6FKRRO�EUDQG�RI�DJHQF\�WKHRU\ LQ�WKH�



0DQDJHULDO�VWDNHKROGHU�WKHRU\

���

SUHYLRXV� FKDSWHU�� DQG� WKH�ZLGHU� µVRFLR�HFRQRPLF� GRPDLQ¶�� ZKLFK� SURYLGHV� WKH� VWUXFWXUH� RI�DQDO\VLV� LQ WKLV� FKDSWHU�� (VVHQWLDOO\�� µWKH� HFRQRPLF¶� LV� VHHQ� DV� D� VXE�SDUW� RI� µWKH� VRFLR�HFRQRPLF¶��ZLWK�VRFLHW\��LWV�YDOXHV��QRUPV��FXOWXUH�DQG�HWKLFV�GHWHUPLQLQJ��WR�D�FRQVLGHUDEOH�GHJUHH�� WKH� VWUXFWXUH� DQG� DFFHSWDEOH�PRGHV� RI� EHKDYLRXU� �*UD\�HW� DO��� �������:LGHQLQJ� WKH�ILHOG�RI�YLVLRQ�HYHQ�IXUWKHU��WKH�VRFLR�HFRQRPLF�GRPDLQ�LV�LWVHOI�GHSLFWHG�DV�D�VXE�V\VWHP�RI�WKH� HFRVSKHUH�� WKH� ODWWHU� GHSLFWHG� DV� WKH� µKROLVWLF� ZKROH¶� ZLWKLQ� ZKLFK� DOO� IRUPV� RI� VRFLDO�LQWHUDFWLRQ�WDNH�SODFH��$OWKRXJK�PRVW�:HVWHUQ�VRFLHWLHV�WHQG�WR GHSLFW�WKH�VRFLR�HFRQRPLF�DV�EHLQJ� VHSDUDWH� DQG� GLVWLQFW� IURP� WKH� QDWXUDO� HQYLURQPHQW�� )LJXUH� ���� FRQYH\V� D� SRVW�PRGHUQLVWLF�YLHZ�RI�WKH�ZRUOG��KLJKOLJKWLQJ�ERWK�WKH�LQWHUGHSHQGHQF\�RI�WKHVH�YDULRXV�DVSHFWV�RI� UHDOLW\� DQG� RI� KXPDQNLQG¶V� XOWLPDWH� GHSHQGHQF\� RQ� WKH� QDWXUDO� ZRUOG� IRU� VXUYLYDO���(FRVSKHUH�� LQ� WKH�VHQVH�EHLQJ�XVHG�KHUH�UHIHUV� WR�WKH�VSKHUH�RI�OLYLQJ�RUJDQLVPV�FRPSULVLQJ�SDUWV�RI�WKH�DWPRVSKHUH��WKH�K\GURVSKHUH��L�H��RFHDQV��LQODQG�ZDWHUV��DQG�VXEWHUUDQHDQ�ZDWHU��DQG�WKH�OLWKRVSKHUH��L�H��WKH�FUXVW�HQFORVLQJ�WKH�NHUQHO�RI�WKH�(DUWK��*LOSLQ���������7KHVH�GLIIHUHQW�OD\HUV�RI�WKH�SODQHW��ERWK�ELRWLF�DQG�DTXDWLF��DQG�WKHLU�DWWHQGDQW�OLIH�IRUPV��DUH�VHHQ� DV� FRPSRQHQWV� RI� DQ� LQWHJUDO� FRPSOH[� RI� LQWHUGHSHQGHQW� V\VWHPV�� WKH� WUXH� QDWXUH��SXUSRVH� DQG� IXQFWLRQLQJ� RI� ZKLFK� UHPDLQV� ODUJHO\� EH\RQG� KXPDQ� FRPSUHKHQVLRQ� �VHH�� IRU�H[DPSOH�� /RYHORFN�� ������ ������ ������� )URP� WKLV� SHUVSHFWLYH�� DQ� RUJDQL]DWLRQ¶V� RSHUDWLQJ�HQYLURQPHQWV�DUH�VHHQ�DV� LQVHSDUDEOH�IURP�WKH�QRQ�KXPDQ�ZRUOG�DQG�WKH�QRWLRQ�WKDW�KXPDQ�HQYLURQPHQWV� ± EH� WKH\� SROLWLFDO�� HFRQRPLF�� VRFLDO� RU� FXOWXUDO� ± FDQ� EH� VHSDUDWHG� IURP�HOHPHQWV� RI� WKH�QRQ�KXPDQ��QDWXUDO� HQYLURQPHQW� LV� VHHQ� DV�QRQVHQVLFDO� VLQFH� VXFK�D�ZRUOG�GRHV�QRW�LQ�IDFW�H[LVW��VHH��IRU�H[DPSOH��6WDULN���������7KLV�SHUVSHFWLYH�LV�SHUIHFWO\�FRQVLVWHQW�ZLWK�RQH�RI�WKH�FHQWUDO�DUJXPHQWV�RI�WKH�QHR�SOXUDOLVWLF�DSSURDFK�WR�WKH�VWXG\�RI�&65��QDPHO\�WKDW� DQ� XQGHUVWDQGLQJ� RI� UHDO�ZRUOG� SKHQRPHQD� FDQQRW� EH� SHUIRUPHG�SURSHUO\�ZLWKRXW� DOVR�LQFRUSRUDWLQJ�DQ�XQGHUVWDQGLQJ�RI�WKH�VRFLDO��SROLWLFDO�DQG�RWKHU�DVSHFWV�RI�WKH�ZKROH�>1@R� SDUWLFXODU� IUDPHZRUN� FDQ� EH� WKRXJKW� RI� DV� LPPXWDEO\� µULJKW¶� DV� DOO�FDWHJRULHV�RI�V\VWHPV�DUH�DUWLILFLDO�DQG�DOO�IUDPHV�RI�UHIHUHQFH�DUH�FRQGLWLRQDO�XSRQ�VRPH�VHW�RI�XQGHUO\LQJ�IDLWK�± ZKHWKHU�DERXW�GHLWLHV��WKH�SXUSRVH�RI�WKH�KXPDQ� VSHFLHV� RU� DERXW� WKH� IXQFWLRQLQJ� RI� PDUNHWV�� $Q\� GHOLQHDWLRQ� RI�V\VWHPV��DQG� LQ�RXU�SDUWLFXODU�FDVH�� WKH�DWWHPSW� WR�UHVWULFW�DFFRXQWLQJ� WR� WKH�FRQYHQWLRQDO�HFRQRPLF��LV�ERXQG WR�EH�DUWLILFLDO��$W�D�PLQLPXP�WKHUH�PXVW�EH�LQWHUDFWLRQV� EHWZHHQ� WKH� V\VWHPV� ± EHWZHHQ� WKH� HFRQRPLF� �DQG� WKXV�DFFRXQWLQJ�� DQG� WKH� VRFLDO�� WKH� SROLWLFDO�� WKH� HWKLFDO�� WKH� HQYLURQPHQWDO�� HWF��:H�FDQQRW�EHJLQ�WR�XQGHUVWDQG�WKH�RQH��WKH�HFRQRPLF��WKH�DFFRXQWLQJ��ZLWKRXW�XQGHUVWDQGLQJ�RWKHUV� �H�J�� VRFLDO�� HQYLURQPHQWDO��SROLWLFDO���*UD\�HW�DO�������S�����RULJLQDO�HPSKDVLV��:LWKLQ�WKHVH�YDULRXV�VXE�V\VWHPV�RI�WKH�HFRVSKHUH�DUH�VLWXDWHG�WKH�YDULRXV�RUJDQL]DWLRQV�DQG�LQGLYLGXDOV� ZKLFK� UHSUHVHQW� WKH� GRPLQDQW� SOD\HUV� LQ� WKH� HFRQRPLF� GRPDLQ� ± SXEOLF� DQG�SULYDWH� VHFWRU� FRPSDQLHV�� WKH� QDWLRQ�VWDWH�� DQG� WKH� YDULRXV� LQWHUHVW� JURXSV�� SUHVVXUH� JURXSV�DQG�LQGLYLGXDOV�± ZKLFK�PDNH�XS�D�QHR�SOXUDOLVW�YLVXDOLVDWLRQ�RI�VRFLHW\��7UDGLWLRQDOO\��DV�ZDV�VKRZQ� LQ� WKH� SUHYLRXV� FKDSWHU�� HFRQRPLFV� DQG� DFFRXQWLQJ� UHVWULFW� WKHPVHOYHV� WR� DQ�H[DPLQDWLRQ� RI� WKH� UHODWLRQVKLSV� EHWZHHQ� D� QDUURZ� VXE�VHW� RI� VRFLHW\�� IRFXVLQJ� PDLQO\� RQ�FRPSDQLHV� �L�H��PDQDJHPHQW�� DQG� D� YHU\� UHVWULFWHG� VHW� RI� LQWHUHVW� JURXSV� �VKDUHKROGHUV� DQG�ERQGKROGHUV���$V� D� UHVXOW�� WKH� VXEVHTXHQW�DQDO\VLV� LV�DOPRVW�GHYRLG�RI�DQ\�FRQVLGHUDWLRQ�RI�VRFLHW\�� YDOXHV�� PRUDOV�� HWKLFV�� FXOWXUH� DQG� WKH� QDWXUDO� HQYLURQPHQW�� VXFK� LVVXHV� EHLQJ�
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HIIHFWLYHO\� DVVXPHG� DZD\� XQGHU� WKH� JXLVH� RI� HFRQRPLF� HIILFLHQF\��:KHUHDV� WKRVH� VXFK� DV�)ULHGPDQ��������������DUH�RI�WKH�RSLQLRQ�WKDW�VXFK�ZLGHU�V\VWHPV�DUH�EHVW�VHUYHG�E\�D�IRFXV�RQ�HFRQRPLF�HIILFLHQF\��LW�LV�WKH�PRUH�FRPSOH[�DQG�WKXV�ULFKHU�PRGHO�RI�WKH�ZRUOG�SURYLGHG�E\� WKH� QHR�SOXUDOLVW� SHUVSHFWLYH� ZKLFK� LV� XVHG� WR� H[SORUH� &('� LQ� WKLV� DQG� WKH� IROORZLQJ�FKDSWHU� DV� SDUW� RI� WKH� IORZV� RI� LQIRUPDWLRQ� ZKLFK� ³«� UHIOHFW� DQG� FRQVWUXFW� WKH� VRFLHW\� RI�ZKLFK�WKH\�DUH�D�SDUW´��*UD\�HW�DO��������S������,Q�UHFHQW�\HDUV��WKLV�QHR�SOXUDOLVW�SHUVSHFWLYH�KDV� EHFRPH� SRSXODU� DPRQJVW� D� QXPEHU� RI� VRFLDO� DFFRXQWLQJ� UHVHDUFKHUV� �VHH�� IRU� H[DPSOH��%HEELQJWRQ� DQG� *UD\�� ������ *UD\�� ������ ����D�� ������ *UD\� HW� DO��� ������ ����G�� ������0DXQGHUV�DQG�%XUULWW��������2ZHQ���������,PSRUWDQWO\��WKLV�SHUVSHFWLYH�KDV�RSHQHG�WKH�GRRU�WR�D�QXPEHU�RI�VRFLDO�DQG�SROLWLFDO�WKHRULHV��XQDVKDPHGO\�µERUURZHG¶�IURP�RWKHU�EUDQFKHV�RI�VRFLDO� VFLHQFH��ZKLFK�RIIHU�&65� UHVHDUFKHUV�QHZ� WKHRUHWLFDO� SHUVSHFWLYHV� DV� WR� WKH�SRVVLEOH�QDWXUH� DQG� FDXVHV� RI� &65� �VHH�� IRU� H[DPSOH��*UD\�HW� DO��� ������ ������ ����E��*XWKULH� DQG�3DUNHU�� ������������3DWWHQ�� ������5REHUWV��5���������8OOPDQQ��������� ,W� LV� WKHVH� WKHRULHV�±QRWDEO\� VWDNHKROGHU� WKHRU\�� OHJLWLPDF\� WKHRU\� DQG� WKH� SHUVSHFWLYH� RIIHUHG� E\� SROLWLFDO�HFRQRP\� WKHRU\� ± ZKLFK� DUH� VHHQ� DV� KDYLQJ� SURYLGHG� WKH� PRUH� LQVLJKWIXO� DQG� SHQHWUDWLQJ�DQDO\VHV�RI�&65�LQ�UHFHQW�\HDUV��*UD\�HW�DO�������E�� 6XFK�UHVHDUFK�WHQGV�WR�EH�LQIRUPHG�E\�D�KHDYLO\�PRGLILHG� FRQFHSWLRQ� RI� OLEHUDO� HFRQRPLF� GHPRFUDF\��ZKDW�*UD\�HW� DO� ������� S�����UHIHU�WR�DV�³«�QHR�SOXUDOLVP�DQG�SDUWLFLSDWLYH�GHPRFUDF\�«´��GUDZQ�IURP�ZULWHUV�RQ�PRGHUQ�OLEHUDO� HFRQRPLF� GHPRFUDF\� VXFK� DV� +HOG� ������� DQG� 0DFSKHUVRQ� ������� DQG� WKH� ULFK�WKHRUHWLFDO�KHULWDJH�SURYLGHG�E\�µFODVVLFDO¶�SROLWLFDO�HFRQRP\¶����8QGHU� QHR�SOXUDOLVP�� WKH� SUHVHQFH� RI� DQ� XQHYHQ� GLVWULEXWLRQ� RI� SRZHU� EHWZHHQ� WKH� YDULRXV�IDFWLRQV�ZLWKLQ�D�VRFLHW\�LPSOLHV�WKDW�GLIIHUHQW�IRUPV�RI�DFFRXQWLQJ�± LQFOXGLQJ�&65�DQG�&('�± DUH� OLNHO\� WR HPHUJH�� WKHLU� GLIIHUHQW� IRUPV� GHSHQGLQJ� RQ� WKH� UHODWLYH� SRZHU� EDVHV� DQG�GHJUHHV�RI� LQIOXHQFH�RI� WKHVH�IDFWLRQV��0RUHRYHU��SRZHU�UHODWLRQVKLSV�PD\�DOVR�EH�VHHQ�DV�D�PHDQV�ZKHUHE\�LVVXHV��PRUDO�RU�RWKHUZLVH��FDQ�EH�VLOHQFHG�RU�NHSW�µKLGGHQ¶�IURP�WKH�GHPRV�VXFK� WKDW� WKHUH� LV� QR� UHVXOWLQJ� µDFFRXQW¶�RI� WKRVH� LVVXHV� �<XWKDV�DQG�'LOODUG���������7R� WKH�H[WHQW� WKDW� RQH� YLHZV� SRZHU� DV\PPHWULHV� ZLWKLQ� VRFLHW\� DV� XQGHPRFUDWLF�� DFFRXQWLQJ� ZLOO�LWVHOI�EH�XQGHPRFUDWLF��IRUPLQJ�SDUW�RI�WKH�PHDQV�E\�ZKLFK�DQ�XQGHPRFUDWLF�VWDWH�RI�DIIDLUV�LV�PDLQWDLQHG�� ,Q� WKDW�FRQWH[W��D�FKDQJH� LQ� WKH� IRUPV�RI�DFFRXQWLQJ�ZKLFK�HQWHU� WKH�HFRQRPLF��DQG� WKXV� WKH� ZLGHU� VRFLR�HFRQRPLF�� GRPDLQ�� PD\� WKHPVHOYHV� EH� D� VLJQDO� RI� D� PRUH�IXQGDPHQWDO�FKDQJH�LQ�VRFLHW\��RQH�LQ�ZKLFK�DFFRXQWLQJ�LV�XVHG�WR�UHLQIRUFH�H[LVWLQJ�SRZHU�DV\PPHWULHV� RU�� DOWHUQDWLYHO\�� RQH� ZKLFK� UHIOHFWV� D� VKLIW� LQ� WKH� UHODWLYH�� XQGHUO\LQJ�GLVWULEXWLRQV�RI�SRZHU�ZLWKLQ�VRFLHW\�7KXV� LI� VRPH� LQIRUPDWLRQ� RQ� SROOXWLQJ� GLVFKDUJHV� WR� ZDWHU� �IRU� LQVWDQFH�� LV�SURYLGHG� WR�VRFLHW\�E\�FRPSDQLHV� WKHUH�PD\�KDYH�EHHQ�D�VKLIW� LQ� WKH�UHODWLYH�SRZHU� RI� WKHVH� WZR� JURXSV�ZKLFK� EURXJKW� DERXW� WKLV� DQG� WKDW� VZLWFK� LQ� WKH�OHYHOV� RI� LQIRUPDWLRQ� DV\PPHWU\� PD\� UHLQIRUFH� WKDW� FKDQJH�� 7KDW� LV��LQIRUPDWLRQ�LV�QHYHU�QHXWUDO �*UD\�HW�DO��������S�����HPSKDVLV�DGGHG��&ULWLFDO� DFFRXQWLQJ� UHVHDUFKHUV�� VXFK� DV� 3X[W\� ������� ������ DQG� 7LQNHU� HW� DO�� ��������KRZHYHU�� KDYH� DUJXHG� WKDW� EHFDXVH�PRVW� DFDGHPLF� H[SORUDWLRQ� RI� VRFLDO� DFFRXQWLQJ� WKHRU\�DQG� SUDFWLFH� LV� HPEHGGHG� LQ� D� OLEHUDO� HFRQRPLF� IUDPHZRUN�� VXFK� H[SORUDWLRQ� LV�OLPLWHG� WR�SUHVHUYLQJ�� DQG� WKXV� E\� GHIDXOW�� OHJLWLPLVLQJ�� WKH� VWDWXV� TXR� LQ� VXSSO\LQJ� WKH� µPDUNHW� IRU�H[FXVHV¶�� ,Q� RWKHU� ZRUGV�� LQVWHDG� RI� DFKLHYLQJ� DQ\� UHDO� FKDQJH� RI� VXEVWDQFH�� LW� DFWXDOO\�SUHYHQWV� LW� �*UD\�HW� DO��� �������� 6XFK� FULWLFLVP� LV� LQIRUPHG�� SULPDULO\�� E\� D� µFODVVLFDO¶� �DV�
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RSSRVHG�WR�µERXUJHRLV¶��SROLWLFDO�HFRQRP\�YLHZ�RI�WKH�VWUXFWXUH�RI�PRGHUQ�ZHVWHUQ�VRFLHWLHV��&ODVVLFDO� �L�H�� 0DU[LDQ�� SROLWLFDO� HFRQRP\� LV� LQVWUXFWLYH� LQ� WKLV� FRQWH[W� EHFDXVH� RI� WKH�HPSKDVLV�ZKLFK�LW�SODFHV�RQ�SRZHU�DQG�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�SURGXFWLRQ��GLVWULEXWLRQ�DQG� FRQVXPSWLRQ� RI� ZHDOWK� LQ� KXPDQ� VRFLHW\� DQG� WKH� UROH� RI� WKH� VWDWH�� ,Q� HVVHQFH�� ZKDW�FODVVLFDO�SROLWLFDO�HFRQRP\��LQ�WKH�VHQVH�EHLQJ�XVHG�KHUH��DWWHPSWV�WR�WHDVH�RXW�LV�WKH�KXPDQ�DVSHFWV��LQ�VRFLDO��SROLWLFDO�DQG�LQVWLWXWLRQDO�WHUPV��ZKLFK�DUH�PLVVLQJ�IURP�D�SXUHO\�HFRQRPLF�DSSURDFK��VXFK�DV�WKDW�SURYLGHG�E\�-HQVHQ�DQG�0HFNOLQJ¶V��������WKHRU\�RI�DJHQF\�FRVWV��EXW�ZKLFK� DUH� VHHQ� DV� DQ� LQWHJUDO� SDUW� RI� WKH� V\VWHP�ZLWKLQ�ZKLFK� µWKH� HFRQRPLF¶� WDNHV� SODFH��7KXV� LQ�WKH�FRQWH[W�RI�&65�DQG�&('��FODVVLFDO�SROLWLFDO�HFRQRP\�KROGV�WKDW�µWKH�HFRQRPLF¶�LV� RQO\� RQH� HOHPHQW� RI� RUJDQL]DWLRQDO� OLIH�� DQG�� DV� VXFK�� QHHGV� WR� EH� VXSSOHPHQWHG�E\�� DQG�LQWHUZRYHQ�ZLWK��D�UHFRJQLWLRQ�RI� WKH�VRFLDO�DQG�SROLWLFDO�DVSHFWV�RI�KXPDQ�VRFLHW\��*UD\�HW�DO��� ����E��� $V� QRWHG� LQ� WKH� SUHYLRXV� �QHFHVVDULO\� OLPLWHG�� GLVFXVVLRQ� RI� WKH� 0DU[LDQ�SHUVSHFWLYH�RI�SRZHU�DQG�FRQIOLFW��VHH�7DEOH�����DERYH�DQG�&KDSWHU����)LJXUH�������µFODVVLFDO¶�SROLWLFDO� HFRQRP\� SODFHV� VHFWLRQDO� �L�H�� FODVV�� LQWHUHVWV�� SRZHU� DV\PPHWULHV�� VWUXFWXUDO�FRQIOLFWV� DQG� WKH� UROH� RI� WKH� VWDWH� DW� WKH� HSLFHQWUH� RI� DQ\� DQDO\VLV� RI� WKH� SURGXFWLRQ��GLVWULEXWLRQ� DQG� FRQVXPSWLRQ� RI� ZHDOWK� LQ� KXPDQ� VRFLHW\�� 7KXV�� D� NH\� DUJXPHQW� IURP� D�0DU[LDQ� SHUVSHFWLYH� LV� WKDW� DQ\� XQGHUVWDQGLQJ� RI� WKH� FRQIOLFWV� EHWZHHQ� JURXS� LQWHUHVWV�UHTXLUHV� DQ� DQDO\VLV� DQG� XQGHUVWDQGLQJ� RI� WKH� VWUXFWXUDO DQG� LQVWLWXWLRQDOLVHG SRZHU�DV\PPHWULHV� DQG� LQHTXDOLWLHV�ZKLFK� DUH� VHHQ� DV� WKH� URRW� FDXVH�RI� WKHVH�FRQIOLFWV��+RZHYHU��ERXUJHRLV�SROLWLFDO�HFRQRP\�ODUJHO\�LJQRUHV�WKHVH�URRW�FDXVHV��EHLQJ�FRQWHQW� WR�SHUFHLYH�WKH�ZRUOG�DV�HVVHQWLDOO\�QHR�SOXUDOLVW��*UD\�HW�DO�������E�����7KXV��LQ�FRPSDULVRQ�WR�WKH�0DU[LDQ�SHUVSHFWLYH�� WKH�ERXUJHRLV� µOHQV¶�RI�SROLWLFDO�HFRQRP\�KDV�D�KLJKHU� OHYHO�RI�UHVROXWLRQ�EXW�D�QDUURZ�ILHOG�RI�YLVLRQ� IRFXVLQJ�RQ�WKH UHODWLRQVKLSV EHWZHHQ�LQWHUHVWV�JURXSV�EDVHG�RQ�D�QHR�SOXUDOLVW� YLVLRQ� RI� VRFLHW\�� LJQRULQJ� WKH�SRZHUIXO� VRFLR�HFRQRPLF�� SROLWLFDO� DQG� LQVWLWXWLRQDO�SURFHVVHV�� E\�ZKLFK� VWUXFWXUDO� FRQIOLFW� LV� µPHGLDWHG��PRGLILHG� DQG� WUDQVIRUPHG¶� DQG�ZKLFK�IRVWHU�� VKDSH�DQG�JLYH� IRUP� WR� WKRVH� VHOI� LQWHUHVWV�DV�JURXS��L�H�� IDFWLRQDO�� LQWHUHVWV� �7LQNHU������E��,W� LV� DW� WKLV� SRLQW� LQ� WKH� SUHVHQW� VWXG\¶V� DQDO\VLV� RI� QHR�SOXUDOLVP� WKDW� WKH� H[SORUDWRU\� SDWK�RSHQHG� XS� E\� *UD\� HW� DO�� �����E�� PD\�� WHQWDWLYHO\�� EH� MRLQHG� LQ� DWWHPSWLQJ� WR� GUDZ� D�GLVWLQFWLRQ� EHWZHHQ� PDQDJHULDO� VWDNHKROGHU� WKHRU\� �067�� DQG� RUJDQL]DWLRQDO� OHJLWLPDF\�WKHRU\��2/7�����(VVHQWLDOO\��WKLV�UHTXLUHV�VWD\LQJ�ZLWK�D�QHR�SOXUDOLVW�YLHZ�RI�LQWHUHVW�JURXSV��SRZHU�DQG�FRQIOLFW�DQG�WKH�ZD\�LQ�ZKLFK�VXFK FRQIOLFW�LV�µUHVROYHG¶��ZKLOVW�DW�WKH�VDPH�WLPH�UHFRJQLVLQJ� WKH� IDFW� WKDW� ERWK� WKHRULHV� DUH� FRQFHUQHG�ZLWK�� DQG� WKXV� DWWHPSW� WR�PDNH�PRUH�YLVLEOH�� KRZ� FRUSRUDWH� VRFLDO� DQG� HQYLURQPHQWDO� GLVFORVXUH� LV� XVHG� E\� PDQDJHPHQW� WR�PHGLDWH�� PRGLI\� DQG� WUDQVIRUP� WKH EXVLQHVV� RUJDQL]DWLRQ¶V� UHODWLRQVKLS� ZLWK� VRFLHW\� �VHH�7DEOH� �����&KDSWHU� ���� DOWKRXJK� IURP�GLIIHUHQW� SRLQWV� RI� YLHZ �*UD\�HW� DO��� ����E�����7KHVHGLIIHUHQW� SRLQWV� RI� YLHZ� DUH� EURXJKW� RXW� LQ� WKLV� DQG� WKH� VXEVHTXHQW� FKDSWHU�ZKLFK� H[SORUH�067�DQG�2/7��UHVSHFWLYHO\��LQ�WKH�FRQWH[W�RI�&65��)URP�ZLWKLQ�D�QHR�SOXUDOLVW�µYLVXDOLVDWLRQ�RI�VRFLHW\¶��SRZHU�DV\PPHWULHV�DUH�VHHQ�DV�D�VRXUFH�RI�FRQIOLFW�EHWZHHQ�WKH�YDULRXV�IDFWLRQV�ZLWKLQ� VRFLHW\�� ZLWK� LQIRUPDWLRQ� SOD\LQJ� D� NH\� UROH�� ERWK� LQ� WHUPV� RI� ZKR� FRQWUROV� LWV�GLVWULEXWLRQ� DQG� DFFHVV� WR� LW�� DQG� LQ� LWV� XVH� DV� D� PHDQV� RI� µPHGLDWLQJ�� PRGLI\LQJ� DQG�WUDQVIRUPLQJ¶� VXFK� FRQIOLFW�� 7KXV�� &65� �DQG� DFFRXQWLQJ� LQ� JHQHUDO�� FRQVWLWXWHV� D� SRWHQWLDO�VRXUFH�RI�SRZHU�WR�WKH�EXVLQHVV�RUJDQL]DWLRQ�LQ�WHUPV�RI�WKH�RUJDQL]DWLRQ¶V�DELOLW\�WR�XVH�&65�LQ�PDQDJLQJ�VWDNHKROGHUV��067��RU�WR�PDLQWDLQ�RU�UHJDLQ�WKH�VWDWXV�RI�OHJLWLPDF\��2/7���7KH�UHVW�RI�WKLV�FKDSWHU�H[SORUHV�067�LQ�WKH�FRQWH[W�RI�WKH�WKHRUHWLFDO�IUDPHZRUN�RXWOLQHG�DERYH��
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EHJLQQLQJ� ZLWK� D� GLVFXVVLRQ� RI� WKH� VWDNHKROGHU� FRQFHSW� 7KH� VDPH� IUDPHZRUN�� EXW� IURP� D�GLIIHUHQW�SRLQW�RI�YLHZ��LV�XVHG�WR�H[SORUH�2/7�LQ�&KDSWHU���
��� 7KH�µVWDNHKROGHU¶�FRQFHSW�RI�WKH�ILUP7KH� µVWDNHKROGHU¶� FRQFHSW� RI� WKH� ILUP� LV� RQH� RI� WKH� HVVHQWLDO� HOHPHQWV� RI�067�� WKH� EDVLF�SUHPLVH� EHLQJ� WKDW� D� EXVLQHVV� RUJDQL]DWLRQ� KDV� UHODWLRQVKLSV ZLWK�PDQ\� FRQVWLWXHQW� JURXSV��µVWDNHKROGHUV� JURXSV¶�� WKDW� DIIHFW� DQG� DUH� DIIHFWHG� E\� LWV� GHFLVLRQV� �)UHHPDQ�� ������� 7KH�SUHFLVH�RULJLQV�RI�WKH�WHUP�µVWDNHKROGHU¶�DUH�GLIILFXOW�WR�SLQ�GRZQ��)UHHPDQ��������WUDFHV�LWV�RULJLQV�EDFN�WR $QVRII��������ZKR�KLPVHOI�PDNHV�UHIHUHQFHV�WR�$EUDPV��������DQG�&\HUW�DQG�0DUFK� �������� 2WKHUV�� VXFK� DV�0DVRQ� DQG�0LWURII� �������� DWWULEXWH� WKH� WHUP� WR� 5KHQPDQ��������� +RZHYHU�� DFFRUGLQJ� WR� JHQHUDO� FRQVHQVXV� �VHH�� IRU� H[DPSOH�� )UHHPDQ�� ������+XPPHOV�� ������ 6OLQJHU�� ������� WKH� WHUP�VWDNHKROGHU�ZDV� ILUVW� XVHG� LQ������ LQ� DQ� LQWHUQDO�PHPRUDQGXP�DW�WKH�6WDQIRUG�5HVHDUFK�,QVWLWXWH¶V��65,��/RQJ�5DQJH�3ODQQLQJ�6HUYLFH��ZKHUH�LW�ZDV� EHLQJ� XVHG� E\� YDULRXV� LQGLYLGXDOV�� LQFOXGLQJ�0DULRQ�'RVFKHU��$QVRII� DQG�5KHQPDQ�ZRUNLQJ� DW� 65,� DQG� DW� WKH� SODQQLQJ� GHSDUWPHQW� RI� /RFNKHHG� ,QF�� �86$�� DW� WKDW� WLPH��+RZHYHU��3UHVWRQ�DQG�6DSLHQ]D���������WUDFH�WKH�RULJLQV�RI�WKH�VWDNHKROGHU�DSSURDFK��WKRXJK�SHUKDSV� QRW� WKH� XVH� RI� WKH� WHUP� LWVHOI�� DV� IDU� EDFN� DV� WKH�����V�ZKHQ� WKH�86� ILUP�*HQHUDO�(OHFWULF�&RPSDQ\�LGHQWLILHG�IRXU�VWDNHKROGHU�JURXSV��L�H��VKDUHKROGHUV��HPSOR\HHV��FXVWRPHUV�DQG�WKH�JHQHUDO�SXEOLF���,Q�FRQWUDVW��6LOODQSll��������WUDFHV�WKH�EXVLQHVV�FDVH�IRU�µVWDNHKROGHU�LQFOXVLRQ¶�EDFN�WR�WKH�PRUH�VHQVLWLYH�PDQDJHPHQW�WKHRULHV��QRWDEO\�WKH�+DZWKRUQH�6WXGLHV�RI�0D\R� ��������:KDWHYHU� LWV� RULJLQV�� SRVW������ WKH� VWDNHKROGHU� FRQFHSW� VWDUWHG� WR� DSSHDU� IDU�PRUH� IUHTXHQWO\� LQ� WKH� UHVHDUFK� OLWHUDWXUH� RI� VHYHUDO� GLIIHUHQW� ILHOGV�� LQFOXGLQJ� FRUSRUDWH�SODQQLQJ� �H�J�� $FNRII�� ������ ������ $QVRII�� ������� V\VWHPV� WKHRU\� �H�J�� &KXUFKPDQ�� ������������0DUULV� DQG�0XHOOHU�� ������� FRUSRUDWH� VRFLDO� UHVSRQVLELOLW\� �H�J��'LHUNHV� DQG�3UHVWRQ��������'LOO��������DQG�RUJDQL]DWLRQ�WKHRU\��H�J��5KHQPDQ���������$QVRII���������IRU�H[DPSOH��LQ�KLV�VHPLQDO�ERRN��&RUSRUDWH�6WUDWHJ\��DUJXHG�WKDW�RQH�RI�WKH�PDMRU�UHVSRQVLELOLWLHV RI�WKH�PDQDJHPHQW� RI� D� EXVLQHVV� RUJDQL]DWLRQ� LV� WR� DFTXLUH� WKH� DELOLW\� WR� EDODQFH� WKH� FRQIOLFWLQJ�GHPDQGV�RI�WKH�RUJDQL]DWLRQ¶V�YDULRXV�VWDNHKROGHUV��+RZHYHU��$QVRII��������GLG�QRW�IDYRXU�WKH� LGHD� WKDW� UHVSRQVLELOLWLHV� HTXDWHG� ZLWK� REMHFWLYHV�� DQG� WKXV� UHMHFWHG� D� QRUPDWLYH�VWDNHKROGHU� WKHRU\ ZKLFK� GHULYHG� WKH� REMHFWLYHV� RI� WKH� ILUP� WKURXJK� VRPH� IRUP� RI�FRPSURPLVH� DPRQJVW� WKH� FRQIOLFWLQJ� FODLPV� RI� PDQDJHUV�� ZRUNHUV�� VWRFNKROGHUV�� VXSSOLHUV�DQG� YHQGRUV�� 5DWKHU�� $QVRII� ������� IDYRXUHG� DQ� DSSURDFK� ZKLFK� VHSDUDWHG� WKH� ILUP¶V�REMHFWLYHV� LQWR� µHFRQRPLF¶� DQG� µVRFLDO¶�� WKH� ODWWHU� EHLQJ� VHHQ� DV� PHUHO\� D� VHFRQGDU\PRGLI\LQJ�DQG�FRQVWUDLQLQJ�LQIOXHQFH�RQ�WKH�IRUPHU��,Q� WKLV� UHVSHFW��$QVRII�ZDV�QR�GLIIHUHQW�IURP�PDLQVWUHDP�QHR�FODVVLFDO� WKLQNLQJ�DW� WKDW� WLPH�ZKLFK� IRFXVHG� RQ� WKH� µGRPLQDQW� FRDOLWLRQ¶� YLHZ� RI� RUJDQL]DWLRQV� ZKLFK� SULYLOHJHV� WKH�HFRQRPLF� LQWHUHVWV� RI� WKH� ILUP� DERYH� WKH� VRFLDO� LQWHUHVWV� RI� WKH� ZLGHU� VRFLHW\�� 7KLV�SUHVFULSWLYH�� LQVWUXPHQWDOLVW�RULHQWDWLRQ�ZDV�DOUHDG\�EHLQJ�JHQHUDOO\�UHIHUUHG�WR�LQ�(XURSH�DV�WKH�µVWDNHKROGHU¶�FRQFHSW��ZLWKLQ�ZKLFK�WKH�UROH�RI�PDQDJHPHQW�ZDV�HVVHQWLDOO\�VHHQ�DV�WKDW�RI�PHGLDWLRQ DPRQJ�WKH�YDULRXV�VWDNHKROGHU�FRQVWLWXHQFLHV��&%,��������'LHUNHV�DQG�3UHVWRQ��������� 7KH�&RQIHGHUDWLRQ� RI�%ULWLVK� ,QGXVWU\¶V� �&%,�� ������� UHSRUW��7KH� UHVSRQVLELOLWLHV� RI�WKH� %ULWLVK� 3XEOLF� &RPSDQ\�� IRU� H[DPSOH�� DUJXHG� WKDW� FRPSDQLHV� VKRXOG� EH� HQFRXUDJHG� WR�UHFRJQLVH�GXWLHV�DQG�REOLJDWLRQV� WKDW�DULVH� IURP�D�FRPSDQ\¶V� UHODWLRQVKLS�ZLWK� LWV�FUHGLWRUV��VXSSOLHUV��FXVWRPHUV��HPSOR\HHV�DQG�VRFLHW\�DW�ODUJH��VWULNLQJ�D�EDODQFH�EHWZHHQ�WKH�LQWHUHVWV�
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RI�VXFK�JURXSV�DQG�WKH�LQWHUHVWV�RI�WKH�VKDUHKROGHUV��6KRUWO\�WKHUHDIWHU��7KH�&RUSRUDWH�5HSRUW�$66&���������VHH�&KDSWHU����DWWHPSWHG�WR�NLFN�VWDUW�D�PDMRU�UHYLHZ�RI� WKH�XVHUV��SXUSRVHV�DQG� PHWKRGV� RI� ILQDQFLDO� UHSRUWLQJ� E\� 8.� FRPSDQLHV� �%LUNLQ� DQG� :RRGZDUG�� ������� ,Q�SDUWLFXODU�� 7KH� &RUSRUDWH� 5HSRUW QRWHG� WKDW� WRS� PDQDJHPHQW� RI� ODUJH�� SXEOLFO\� OLVWHG�FRPSDQLHV� QR� ORQJHU� UHJDUGHG� WKH� SULPDU\� REMHFWLYHV� RI� EXVLQHVV� HQWHUSULVHV� DV� EHLQJ� WKH�PD[LPLVDWLRQ�RI�VKDUHKROGHUV¶�SURILW��5DWKHU�� WKH�PDMRULW\�YLHZ��EDVHG�RQ�WKH�VWXG\�JURXS¶V�RZQ�VXUYH\�DPRQJVW�WKH�FKDLUSHUVRQV�RI�����RI�WKH�ODUJHVW�8.�OLVWHG�FRPSDQLHV��ZDV�WKDW�WKH�SULPDU\�REMHFWLYH�ZDV�WR�PDNH�D�SURILW�IRU WKH�EHQHILW�RI�D�QXPEHU�RI�JURXSV�DQG�WKDW�³«�WKLV�FRXOG�RQO\�EH�DFKLHYHG� LI�GXH�DWWHQWLRQ�ZDV�SDLG� WR� WKH�SDUWLFXODU� LQWHUHVWV�RI�HDFK�RI� WKHVH�JURXSV´��$66&������S��������7KH�&RUSRUDWH�5HSRUW ZDV�VLJQLILFDQW�DW�WKH�WLPH�EHFDXVH�RI�LWV�UHFRJQLWLRQ�RI� D�EURDG� UDQJH�RI�XVHUV�RI� FRUSRUDWH� UHSRUWV��1RWDEO\�� WKH� VWXG\�JURXS� WRRN�D�VWURQJO\� QRUPDWLYH� SRVLWLRQ� LQ� DUJXLQJ� WKDW� FRPSDQLHV� ³«�ZKRVH� VL]H� RU� IRUPDW� UHQGHUV� LW�VLJQLILFDQW�«´��$66&������S�����KDYH�DQ�LPSOLFLW�UHVSRQVLELOLW\�WR�UHSRUW�SXEOLFO\��ZKHWKHU�RU�QRW�UHTXLUHG�WR�GR�VR�E\�ODZ�RU�UHJXODWLRQ��µ6LJQLILFDQW¶�LQ�WKLV�FRQWH[W�ZDV�GHILQHG�DV�DSSO\LQJ�WR�DQ�RUJDQL]DWLRQ�ZKLFK�³«�FRPPDQGV�KXPDQ�RU�PDWHULDO�UHVRXUFHV�RQ�VXFK�D�VFDOH�WKDW�WKH�UHVXOWV�RI�LWV�DFWLYLWLHV�KDYH�VLJQLILFDQW�HFRQRPLF�LPSOLFDWLRQV�IRU�WKH�FRPPXQLW\�DV�D�ZKROH�«´��$66&������S������ZLWK�DOO�OLVWHG�FRPSDQLHV� EHLQJ� FRQVLGHUHG� µVLJQLILFDQW¶�� 7KLV� UHVSRQVLELOLW\� WR� UHSRUW� ZDV� DUJXHG� WR� JR�EH\RQG� WKRVH� ZKR� SRVVHVV� VSHFLDO� DXWKRULW\� �H�J�� PDQDJHULDO�� SURSULHWRUDO� RU� VWDWXWRU\���H[WHQGLQJ�WR D�³«�ODUJHU�FODVV�RI�JHQHUDO�XVHUV�WR�ZKRP�D�UHVSRQVLELOLW\�WR�UHSRUW�LV�RZHG�DQG�ZKR�DUH�QRW�LQ�D�SULYLOHJHG�SRVLWLRQ�WR�HQIRUFH�VSHFLDO�GHPDQGV´��RS�FLW���S�����7KLV�H[WHQGHG�QRUPDWLYH�PRGHO�RI�FRUSRUDWH�VRFLDO�UHVSRQVLELOLW\�OHG�WKH�$66&�VWXG\�JURXS�WR LGHQWLI\�WKH�XVHUV� RI� FRUSRUDWH� UHSRUWV� DV� EHLQJ� ³«� WKRVH� KDYLQJ� D� UHDVRQDEOH� ULJKW� WR� LQIRUPDWLRQ�FRQFHUQLQJ�WKH�UHSRUWLQJ�HQWLW\�«´���RS�FLW���S�����VXFK�UHDVRQDEOH�ULJKWV�H[LVWLQJ�³«�ZKHUH�WKH�DFWLYLWLHV�RI�DQ�RUJDQL]DWLRQ�LPSLQJH�RU�PD\�LPSLQJH�RQ�WKH LQWHUHVW�RI�D�XVHU�JURXS´��RS�FLW���S������2Q�WKLV�EDVLV��WKH�VWXG\�JURXS�LGHQWLILHG�VHYHQ�µXVHU�JURXSV¶��L�H��HTXLW\�LQYHVWRUV��ORDQ� FUHGLWRUV�� HPSOR\HHV�� DQDO\VWV�DGYLVHUV�� EXVLQHVV� FRQWDFWV� �LQFOXGLQJ� VXSSOLHUV� DQG�FXVWRPHUV���JRYHUQPHQW��DQG�µWKH�SXEOLF¶�WKH�ODWWHU�EHLQJ�GHILQHG�DV�³«�LQFOXGLQJ�WD[SD\HUV��UDWHSD\HUV�� FRQVXPHUV� DQG� RWKHU� FRPPXQLW\� DQG� VSHFLDO� LQWHUHVW� JURXSV� VXFK� DV� SROLWLFDO�SDUWLHV�� FRQVXPHU� DQG�HQYLURQPHQWDO�SURWHFWLRQ�VRFLHWLHV�DQG� UHJLRQDO�SUHVVXUH�JURXSV´� �RS�FLW��� S������ 7KXV�� LQ D� VRPHZKDW� XQH[SHFWHG� GHYHORSPHQW�� WKH� 8.� DFFRXQWDQF\� SURIHVVLRQ�DUJXHG� WKDW� HFRQRPLF� HQWLWLHV� KDYH� UHVSRQVLELOLWLHV� WR� D� ZLGH� YDULHW\� RI� LQWHUHVW� JURXSV��H[WHQGLQJ� WKH� VRFLDO� UHVSRQVLELOLW\�DQG� UHODWHG�DFFRXQWDELOLW\�RI�EXVLQHVV�RUJDQL]DWLRQV�ZHOO�EH\RQG WKH�WUDGLWLRQDO�SULQFLSDO�DJHQW�VWHZDUGVKLS�UHODWLRQVKLS����$OWKRXJK�WKH�WHUP�µVWDNHKROGHUV¶�ZDV�QRW�XVHG�LQ�WKH�&RUSRUDWH�5HSRUW LW�VHHPV�UHDVRQDEOH�WR�DUJXH� WKDW� WKH� FRQFHSW�ZDV� FOHDUO\� LQ� WKH�PLQGV� RI� WKH�PHPEHUV� RI� WKH� VWXG\� JURXS� DW� WKDW�WLPH�� +RZHYHU�� WKH� VWXG\� JURXS� UHFRJQL]HG� WKH� SUDFWLFDO� SUREOHPV� LQ� SUHVHUYLQJ� D� EDODQFH�EHWZHHQ�WKH�QHHGV�DQG�LQWHUHVWV�RI�WKH�GLIIHUHQW�XVHU�JURXSV��SDUWLFXODUO\�ZKHUH�WKH�QHHGV�RI�RQH� XVHU� JURXS� FRQIOLFW� ZLWK� WKH� LQWHUHVWV� RI� RWKHU� LQWHUHVW� JURXSV��7KH� &RUSRUDWH� 5HSRUWDSSHDUV� WR� LPSO\� WKDW�� VLQFH� PDQDJHPHQW� KDV� ILQDO� UHVSRQVLELOLW\� IRU� WKH� SURGXFWLRQ� DQG�SXEOLFDWLRQ� RI� FRUSRUDWH� UHSRUWV�� VXFK� FRQIOLFWV� ZLOO� �DQG� WKXV�� FDQ�� EH� UHVROYHG� E\�PDQDJHPHQW� LQ� VHHNLQJ� WR� ³«� SUHVHUYH� D� EDODQFH´� �$66&� ����� S������ $W� WKH� VDPH WLPH��ZLWKLQ� WKH� &65HVS� OLWHUDWXUH� RWKHU� QRUPDWLYH� WKHRULHV� VWDUWHG� WR� HPHUJH� FRQFHUQLQJ� WKH�RUJDQL]DWLRQ�VRFLHW\� UHODWLRQVKLS� DQG�FRUSRUDWH� UHVSRQVLELOLWLHV� WR� VRFLHW\� �VHH�� IRU�H[DPSOH��
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'DYLV��������'LHUNHV�DQG�$QWDO��������'LOO��������6WHLQHU���������6XFK�WKHRULHV�DUJXHG�WKDW�DOWKRXJK� WKH� EXVLQHVV� RUJDQL]DWLRQ� LV�� IXQGDPHQWDOO\�� DQ� HFRQRPLF� LQVWLWXWLRQ�� ODUJHU� ILUPV�H[HUW� VLJQLILFDQW� LQIOXHQFH� LQ� VRFLHW\� DQG� KDYH� ZLGHU� UHVSRQVLELOLWLHV� WR� XVH� VRPH� RI� WKHLU�UHVRXUFHV�LQ�DOWUXLVWLF�ZD\V�WR�PHHW�VRFLDO�JRDOV��5REHUWV��5����������'LOO��������ZHQW�IXUWKHU��VXJJHVWLQJ�WKDW�WKH�DFWLYH�SDUWLFLSDWLRQ RI�QRQ�WUDGLWLRQDO�VWDNHKROGHUV�VKRXOG�EH�LQFRUSRUDWHG�PRUH�VWUDWHJLFDOO\�ZLWKLQ�WKH�FRUSRUDWH�PDQDJHPHQW�SURFHVV��7KHVH�LGHDV�ZHUH�ODWHU�WDNHQ�XS�E\� RWKHUV� LQ� WKH� ����V�� QRWDEO\� E\� )UHHPDQ� ������� ������ WR� GHYHORS� D�PRGHO� RI� VWUDWHJLF�PDQDJHPHQW� �VHH� 6HFWLRQ� ���� EHORZ��� ,Q� WKH� ����V�� DQ� XSVXUJH� RI� LQWHUHVW� LQ� FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ�OHG�WR�D�QXPEHU�QRUPDWLYH�GHYHORSPHQWV�LQ�VWDNHKROGHU�WKLQNLQJ�LQ�UHODWLRQ� WR� HQYLURQPHQWDO� UHSRUWLQJ� �VHH�� IRU� H[DPSOH�� &,&$�� ����D�� 9DQ� 'DOHQ�� ������:RRGZDUG���������7KH�ZRUN�RI�WKH�6XVWDLQ$ELOLW\��81(3������D��E��������������(QJDJLQJ�6WDNHKROGHUV SDUWQHUVKLS�� LQ� SDUWLFXODU�� OHG� WR� PRUH� ZLGHVSUHDG� UHFRJQLWLRQ� RI� VWDNHKROGHU�JURXSV�� ,Q� WKH� VSHFLILF� FRQWH[W� RI� HQYLURQPHQWDO� LVVXHV�� WKH� UHSRUW� RI� WKH� (QYLURQPHQW�5HVHDUFK�*URXS RI�WKH�,QVWLWXWH�RI�&KDUWHUHG�$FFRXQWDQWV�LQ�(QJODQG�DQG�:DOHV��0DFYH�DQG�&DUH\��������ZDV�VLJQLILFDQW�LQ�LWV�FODLP�WKDW�WKH�PDQDJHPHQW�RI�EXVLQHVV�DUH�UHVSRQVLEOH�QRW�MXVW�WR�WKHLU�VKDUHKROGHUV�DQG�LQYHVWRUV�EXW�DOVR�KDYH�GXWLHV�RI�VWHZDUGVKLS�ZKLFK�H[WHQG�WR�D�ZLGH�UDQJH�RI�VWDNHKROGHUV�� LQFOXGLQJ�HPSOR\HHV��FUHGLWRUV��FRQVXPHUV�� WKH�JRYHUQPHQW�DQG�ZLGHU�FRPPXQLW\��,Q�ZKDW�0DFYH�DQG�&DUH\�GHVFULEH�DV�D�³«�PLGGOH�YLHZ��UHIOHFWLQJ�ZKDW�LV� LQ�FRPSDQLHV¶�HQOLJKWHQHG�VHOI�LQWHUHVW�«´� �RS�FLW���S������ WKH� UHSRUW¶V�DXWKRUV�DUJXH� WKDW�FRPSDQLHV� ³«�ZLOO� EH�ZLVH� WR� HQVXUH� WKDW� DSSURSULDWH� LQIRUPDWLRQ� LV� SURYLGHG� WR� DOO� WKRVH�JURXSV�± ZKHWKHU� WKH\�DUH�JURXSV�ZLWK�ZKLFK�LW�KDV�GLUHFW�FRQWDFW��RU� LQ�VRFLHW\�JHQHUDOO\�±ZKLFK� DUH� LQ� D� SRVLWLRQ� WR� WDNH� DFWLRQ�� LQ� WKH� OLJKW� RI� WKHLU� SHUFHSWLRQ� RI� D� FRPSDQ\¶V�HQYLURQPHQWDO� SHUIRUPDQFH�� WKDW�PD\� GLUHFWO\� RU� LQGLUHFWO\� DIIHFW� WKH� FRPSDQ\¶V� SUHVHQW� RU�IXWXUH�SRVLWLRQ´��RS�FLW���S������%XVLQHVV�RUJDQL]DWLRQV�WRR�EHJDQ�WR�WDNH�D�PRUH�LQFOXVLYH�DSSURDFK�WR�VWDNHKROGHUV��2QH�RI�WKH� OHDGLQJ� H[DPSOHV� LQ� WKLV� FRQWH[W� LV� WKH� DQQXDO�3DUWQHUVKLS�5HSRUW E\� WKH�&R�RSHUDWLYH�%DQN� SOF� ������� ������ D� 8.� UHWDLO�EDQNLQJ� JURXS�� ,Q� LWV� ����� SDUWQHUVKLS� UHSRUW�� �&R�RSHUDWLYH�%DQN���������WKH�FRPSDQ\�LGHQWLILHG�VHYHQ�µSDUWQHUV¶��L�H��VKDUHKROGHUV��FXVWRPHUV��VWDII�DQG�WKHLU�IDPLOLHV��VXSSOLHUV��ORFDO�FRPPXQLWLHV��QDWLRQDO�DQG�LQWHUQDWLRQDO�VRFLHW\��DQG��SDVW�DQG�IXWXUH�JHQHUDWLRQV�RI�µFR�RSHUDWRUV¶��DV�SDUW�RI�ZKDW�LW�VDZ�DV�D�UDGLFDO�GHSDUWXUH�LQ�DWWHPSWLQJ� WR�GHILQH�³«�D�QHZ�PRGHO� IRU�PDQDJLQJ�D�VXFFHVVIXO�EXVLQHVV� LQ� WKH�����V�DQG�EH\RQG´� �S���� DQG� ZKLFK� LQFOXGHG� D� FRPPLWPHQW� RI� VRFLDO�� HWKLFDO� DQG� HQYLURQPHQWDO�UHVSRQVLELOLW\��$W�WKH�SUHVHQW�WLPH���������WKH�QXPEHU�RI�VWDNHKROGHU�JURXSV�EHLQJ�H[SOLFLWO\�UHFRJQLVHG�E\�FRPSDQLHV�DV�SDUW�RI�WKH�UHQHZHG�LQWHUHVW�LQ�&65HVS�DQG�FRUSRUDWH�JRYHUQDQFH�LQFOXGHV� PRUH� DQG� PRUH� HOHPHQWV� RI� VRFLHW\� ± H[WHQGLQJ� WR� WKH� VWDWH�� ORFDO� DQG� UHJLRQDO�DXWKRULWLHV�� LQGXVWU\� DVVRFLDWLRQV�� QHLJKERXUV� DQG� ORFDO� FRPPXQLWLHV�� QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQV� �1*2V��� WKH� PHGLD�� VFLHQFH� DQG� HGXFDWLRQ�� WKH� JHQHUDO� SXEOLF�� IXWXUH�JHQHUDWLRQV��L�H��WKH�XQ�ERUQ���RWKHU�OLIH�IRUPV�DQG�WKH�ELR�VSKHUH����&RQVHTXHQWO\��WZR�RI�WKH�GLVWLQJXLVKLQJ� IHDWXUHV�RI� WKH� VWDNHKROGHU� WKHRU\�RI� WKH� ILUP� LQ�JHQHUDO�DUH�� �L�� LWV�H[SOLFLWO\�V\VWHPV�EDVHG� YLHZ� RI� WKH� RUJDQL]DWLRQ� DQG� LWV� HQYLURQPHQW�� DQG�� �LL�� WKH� FRQVHTXHQW�UHFRJQLWLRQ� RI� WKH� G\QDPLF� DQG� FRPSOH[� VHW� RI� LQWHUUHODWLRQVKLSV� EHWZHHQ� WKHVH� YDULRXV�HOHPHQWV�RI�D�SOXUDOLVW�VRFLHW\��*UD\�HW�DO����������7KHVH�WZR�LVVXHV�DUH�H[SORUHG�PRUH�IXOO\�LQ�WKH�QH[W�VHFWLRQ�
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��� $�VWDNHKROGHU�DSSURDFK�WR�VWUDWHJLF�PDQDJHPHQW�)UHHPDQ¶V� ������� ������ µVWDNHKROGHU� DSSURDFK¶� WR� VWUDWHJLF� PDQDJHPHQW� ZDV� H[SOLFLWO\�QRUPDWLYH�� KLV� XQGHUO\LQJ� JRDO� EHLQJ� WR� XVH� DQ� HPHUJLQJ� FRQFHSW� WR� FKDQJH� DQG�HQULFK� WKH�ZD\� LQ�ZKLFK�EXVLQHVV�PDQDJHUV� WKRXJKW�DERXW�RUJDQL]DWLRQV� LQ� WKH�FRQWH[W�RI� WKH�EXVLQHVV�RUJDQL]DWLRQ±VRFLHW\�UHODWLRQVKLS��7KH�LPSRUWDQFH�RI�)UHHPDQ¶V�VHPLQDO�ZRUN�LQ�WKH�SUHVHQW�FRQWH[W�LV�WKDW�LW�SURYLGHG�D�UDWLRQDO��LQVWUXPHQWDOLVW�DUJXPHQW�DV�WR�WKH�EDVLV�RI�WKH�NLQGV�RI�UHVSRQVLELOLWLHV� WKDW� FRUSRUDWLRQV�KDG� WR� VWDNHKROGHUV�DQG�ZKLFK�EHFDPH�ZLGHO\�DFFHSWHG� LQ�PDQDJHULDO� FLUFOHV� �VHH�� IRU� H[DPSOH�� 6KDQNPDQ�� ������� 8S� XQWLO� WKDW� WLPH�� PDQDJHPHQW�WKHRULVWV� ZHUH� VWUXJJOLQJ� ZLWK� VXFK� TXHVWLRQV� DV� WR� KRZ� WR� UHFRJQLVH� VXFK� LQWHUHVWV� DQG��LQGHHG�� ZKHWKHU� VXFK� LQWHUHVWV� VKRXOG� EH� UHFRJQLVHG�� )UHHPDQ� ������� DUJXHG�� IURP� D�SUHGRPLQDQWO\�1RUWK�$PHULFDQ�SHUVSHFWLYH�� WKDW� WUDGLWLRQDO�DSSURDFKHV�WR�XQGHUVWDQGLQJ�WKH�EXVLQHVV� HQYLURQPHQW� LQ� WKH� ����V� KDG� EHFRPH� DQDFKURQLVWLF� LQ� IDLOLQJ� WR� JLYH� VXIILFLHQW�FRQVLGHUDWLRQ�WR�D�ZLGH��HPHUJLQJ�UDQJH�RI�JURXSV�ZKR�DUH�DEOH�WR�DIIHFW��RU�EH�DIIHFWHG�E\��WKH�FRUSRUDWLRQ�/RFDO��QDWLRQDO�DQG�JOREDO�LVVXHV�DQG�JURXSV�DUH�KDYLQJ�IDU�UHDFKLQJ�LPSDFWV�RQ� RUJDQL]DWLRQV�� *RQH� DUH� WKH� ³JRRG� ROG� GD\V´� RI� ZRUU\LQJ� RQO\� DERXW�WDNLQJ� SURGXFWV� DQG� VHUYLFHV� WR� PDUNHW�� DQG� JRQH� LV� WKH� XVHIXOQHVV� RI�PDQDJHPHQW�WKHRULHV�ZKLFK�FRQFHQWUDWH�RQ�HIILFLHQF\�DQG�HIIHFWLYHQHVV�ZLWKLQ�WKLV�SURGXFW�PDUNHW�IUDPHZRUN �S������$FFRUGLQJ�WR�)UHHPDQ���������WUDGLWLRQDO�DSSURDFKHV�WR�WKH�PDQDJHPHQW�RI�WKH�RUJDQL]DWLRQ±VRFLHW\� UHODWLRQVKLS� LQ�:HVWHUQ� OLEHUDO� HFRQRPLF� VRFLHWLHV� SULYLOHJH� WKRVH� FRQVWLWXHQWV� LQ� D�VRFLHW\�WKDW�DUH�HLWKHU�WKH�SULQFLSDO�VRXUFH�RI�ILQDQFH�RU�OLQNHG�GLUHFWO\�WR�WKH�RUJDQL]DWLRQ¶V�SURGXFWV� DQG� PDUNHWV�� 'UDZLQJ� RQ� WKH� ZRUN� RI� RWKHU� VFKRODUV� LQ� WKH� DUHD� RI� VWUDWHJLF�PDQDJHPHQW� �VHH�� IRU�H[DPSOH��&DUUROO��������*OXHFN���������)UHHPDQ�DUJXHV� WKDW� WKLV�SUH�GRPLQDQW� YLHZ� LV� LQDSSURSULDWH� IRU� D� PRGHUQ� FRUSRUDWLRQ� ZKLFK� VHHNV� WR� PDQDJH� LWV�HQYLURQPHQW� V\VWHPDWLFDOO\ DQG� LQ� D� SRVLWLYH� SURDFWLYH IDVKLRQ�� (DVWRQ¶V� ������ VRFLR�SROLWLFDO�DQDO\VLV�RI�WKH�EXVLQHVV�FRUSRUDWLRQ��IRU�H[DPSOH��GHSLFWV�WKH�ILUP�DV�EHLQJ�VXEMHFWHG�WR� D� YDULHW\� RI� FRPSHWLQJ� GHPDQGV� DQG� VXSSRUWV� �LQSXWV�� IURP� LWV� µFRQVWLWXHQFLHV¶� ORFDWHG�ZLWKLQ�WKH�VRFLR�SROLWLFDO�HQYLURQPHQW��DV�ZHOO�DV�UHJXODU�LQSXWV�IURP�WKH�PDUNHWV�LQ�ZKLFK�LW�RSHUDWHV��,Q�DWWHPSWLQJ�WR�UHFRJQLVH�WKHVH�FRQVWLWXHQFLHV�PRUH�IXOO\��WKH�EXVLQHVV�RUJDQL]DWLRQ�LV�QRW�YLHZHG�DV�D�VLPSOH�UHVRXUFH�FRQYHUVLRQ�µEODFN�ER[¶��DV�LQ�WKH�QHR�FODVVLFDO�WUDGLWLRQ�±VHH� &KDSWHU� ��� EXW� DV� D� VRFLDO� LQVWLWXWLRQ� VXEMHFW� WR� LQWHUQDO� DQG� H[WHUQDO� µWXUEXOHQFH¶����)UHHPDQ�DUJXHV�H[WHUQDO�WXUEXOHQFH�LV�GXH�WR�WKH�HPHUJHQFH�RI�QHZ�JURXSV�LQ�VRFLHW\��VXFK�DV�SUHVVXUH�JURXSV��ZKR�KDYH�FRPH�WR�KDYH�D�VWDNH�LQ�WKH�DFWLRQV�RU�LQDFWLRQV�RI�WKH�FRUSRUDWLRQ��7KH�µEODFN�ER[¶�YLHZ�RI�WKH�ILUP�LV�WKXV�VHHQ�E\�)UHHPDQ�DV�QR�ORQJHU�UHOHYDQW�WR�WKH�PRGHUQ�FRUSRUDWLRQ�� WKH� PDMRU� LVVXH� IDFLQJ� FRQWHPSRUDU\� EXVLQHVV� RUJDQL]DWLRQV� EHLQJ� KRZ� WR�PDQDJH� LQ� D� SOXUDOLVW� ZRUOG� ZKHUH� WKHUH� DUH� PXOWLSOH� LQIOXHQFHV� IURP� YDULRXV� H[WHUQDO�IDFWLRQV�� LQFOXGLQJ� FRQVXPHU� JURXSV�� HQYLURQPHQWDOLVWV�� WKH� PHGLD� DQG� VSHFLDO� LQWHUHVW�JURXSV��,PSRUWDQWO\��)UHHPDQ�DVVHUWV�WKDW�LW�LV�WKH�ZD\�LQ�ZKLFK�VXFK�IDFWLRQV�KDYH�FKDQJHG�LQ� WKH� ODWWHU� SDUW� RI� WKH� WZHQWLHWK� FHQWXU\� LQ� WKH� FRQWH[W� RI� WKH� RUJDQL]DWLRQ�VRFLHW\�UHODWLRQVKLS�ZKLFK�PDWWHUV��7KHVH�FKDQJHV�DUH�VHHQ�DV� UHTXLULQJ�D� IXQGDPHQWDO�VKLIW� LQ�KRZ�PDQDJHPHQW�YLHZV�WKH�RUJDQL]DWLRQ�VRFLHW\�UHODWLRQVKLS�-XVW�DV� WKH�VHSDUDWLRQ�RI� WKH�RZQHU�PDQDJHU�HPSOR\HH�UHTXLUHG�D�UHWKLQNLQJ�RI�WKH�FRQFHSW�RI�FRQWURO�DQG�SULYDWH�SURSHUW\�DV�DQDO\VHG�E\�%HUOH�DQG�0HDQV�
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�������� VR� GRHV� WKH� HPHUJHQFH� RI� QXPHURXV� VWDNHKROGHU� JURXSV� DQG� QHZ�VWUDWHJLF� LVVXHV�UHTXLUH�D�UHWKLQNLQJ�RI�RXU�WUDGLWLRQDO�SLFWXUH�RI� WKH�ILUP��«�7KH�FKDQJHV��ERWK�LQWHUQDO�DQG�H[WHUQDO��WKDW�KDYH�WDNHQ�SODFH�\LHOG�D�QHHG�IRU�D�UDGLFDO�UHWKLQNLQJ�RI�RXU�PRGHO�RI�WKH�ILUP �)UHHPDQ�������S�����)UHHPDQ� ������� VXJJHVWHG� WKDW�RQH� VROXWLRQ� WR� WKH�SUDFWLFDO�SUREOHP�IDFLQJ�PDQDJHPHQW� LQ�RSHUDWLQJ�LQ�D�SOXUDOLVW�HQYLURQPHQW�LV�WR�WKURZ�DZD\�WKH�SURGXFW�PDUNHW�SULQFLSDO�DJHQW�OHQV�ZLWK�ZKLFK� WR�YLHZ�WKH�ILUP�DQG�UHSODFH� LW�ZLWK�D� OHQV�ZKLFK�HIIHFWLYHO\�UHGUDZV�WKH�VRFLR�HFRQRPLF� ODQGVFDSH� E\� H[SOLFLWO\� UHFRJQLVLQJ� WKH� LQIOXHQFH� DQG� LPSRUWDQFH� RI� QXPHURXV�LQWHUHVW� JURXSV�� ,Q� RWKHU� ZRUGV�� UDWKHU� WKDQ� LVRODWLQJ� µVRFLDO� LVVXHV¶� IURP� WKHLU� HFRQRPLF�LPSDFW�DQG��FRQYHUVHO\��LVRODWLQJ�µHFRQRPLF�LVVXHV¶�IURP�WKHLU�VRFLDO�LPSDFW��)UHHPDQ�DUJXHG�IRU� D�PRUH� LQFOXVLYH� VRFLR�HFRQRPLF PRGHO� RI� WKH� ILUP�� ,Q� IRUPXODWLQJ� KLV� LGHDV�� )UHHPDQ�ZDV� SDUWLFXODUO\� LQIOXHQFHG� E\� WKH� ZRUN� RI� RUJDQL]DWLRQ� WKHRULVWV� �QRWDEO\�� $OGULFK� DQG�:KHWWRQ�� ������ (YDQ�� ������.DW]� DQG�.KDQ�� ������ 3IHIIHU� DQG� 6DODQFLN�� ������5KHQPDQ�������� 7KRPSVRQ�� ������ ZKR� VRXJKW� QRW� RQO\� WR� XQGHUVWDQG� WKH� VRFLDO� DQG� SV\FKRORJLFDO�DVSHFWV� RI� WKH� RUJDQL]DWLRQ±HQYLURQPHQW� UHODWLRQVKLS� EXW� DOVR� GHYHORSHG� DQ� µRSHQ�V\VWHPV¶�DSSURDFK�WR�WKH�VWXG\�RI�RUJDQL]DWLRQV�ZKLFK�IRFXVHG�RQ�GHILQLQJ�WKH�RUJDQL]DWLRQ�UHODWLYH�WR�WKH� ODUJHU� V\VWHP�RI�ZKLFK� LW� LV� D�SDUW� �VHH�)LJXUH����� DERYH���7KRPSVRQ¶V� �������ZRUN� LQ�SDUWLFXODU�LV�LPSRUWDQW�EHFDXVH�RI�KLV�QRWLRQ�WKDW�DQ�RUJDQL]DWLRQ�RSHUDWHV�LQ�DQ�HQYLURQPHQW�SRSXODWHG� E\� JURXSV� ZKLFK� FDQ PDNH� D� GLIIHUHQFH WR� WKDW� RUJDQL]DWLRQ�� )UHHPDQ¶V� �������PDQDJHULDO�VWDNHKROGHU�WKHRU\�LV�D�GHYHORSPHQW�RI�WKLV�QRWLRQ��KLV�DUJXPHQW�EHLQJ�WKDW��IURP�D�VWUDWHJLF�PDQDJHPHQW�SHUVSHFWLYH��PDQDJHUV�VKRXOG EH�FRQFHUQHG�ZLWK�WKH�PDQDJHPHQW�RI�WKH� UHODWLRQVKLSV� RI� WKRVH� JURXSV�ZKLFK� µPDNH� D�GLIIHUHQFH¶��6LJQLILFDQWO\��)UHHPDQ� �������DUJXHG� WKDW�JURXSV�ZKLFK�FDQ�PDNH�D�GLIIHUHQFH�VKRXOG�IRU� WKDW� UHDVRQ�EH�VHHQ�DV�KDYLQJ�D�VWDNH�LQ�WKH�RUJDQL]DWLRQ�%\�XVLQJ�³VWDNHKROGHU´��PDQDJHUV�DQG� WKHRULVWV�DOLNH�ZLOO�FRPH� WR�VHH�WKHVH�JURXSV�DV�KDYLQJ�D�³VWDNH´��³6WDNHKROGHU´�FRQQRWHV�³OHJLWLPDF\´��DQG�ZKLOH�PDQDJHUV�PD\�QRW�WKLQN�WKDW�FHUWDLQ�JURXSV�DUH�³OHJLWLPDWH´�LQ�WKH�VHQVH�WKDW�WKHLU� GHPDQGV� RQ� WKH� ILUP� DUH� LQDSSURSULDWH�� WKH\� KDG� EHWWHU� JLYH�³OHJLWLPDF\´�WR�WKRVH JURXSV�LQ�WHUPV�RI�WKHLU�DELOLW\�WR�DIIHFW�WKH�GLUHFWLRQ�RI�WKH� ILUP�� +HQFH�� ³OHJLWLPDF\´� FDQ� EH� XQGHUVWRRG� LQ� D� PDQDJHULDO� VHQVH�LPSO\LQJ�WKDW� LW� LV�³OHJLWLPDWH�WR�VSHQG�WLPH�DQG�UHVRXUFHV´�RQ�VWDNHKROGHUV��UHJDUGOHVV�RI�WKH�DSSURSULDWHQHVV�RI�WKHLU�GHPDQGV �S�����)UHHPDQ�������� WKXV�GHILQHG�D�µVWDNHKROGHU¶�EDVHG�RQ�WKH�FRQFHSW�RI�EHLQJ�DEOH�WR�µPDNH�D�GLIIHUHQFH¶�WR�WKH�RUJDQL]DWLRQ¶V�REMHFWLYHV�6LPSO\� SXW�� D� VWDNHKROGHU� LV� DQ\� JURXS� RU� LQGLYLGXDO� ZKR� FDQ� DIIHFW�� RU� LV�DIIHFWHG�E\��WKH�DFKLHYHPHQW�RI�D�FRUSRUDWLRQ¶V�SXUSRVH��6WDNHKROGHUV�LQFOXGH�HPSOR\HHV�� FXVWRPHUV�� VXSSOLHUV�� VWRFNKROGHUV�� EDQNV�� HQYLURQPHQWDOLVWV��JRYHUQPHQW� DQG� RWKHU� JURXSV� ZKR� FDQ� KHOS RU� KXUW WKH� FRUSRUDWLRQ �S�LY��HPSKDVLV�DGGHG����)UHHPDQ¶V�GHILQLWLRQ�RI� µVWDNHKROGHUV¶� EDVHG�RQ� WKH� FRQFHSW�RI�ZKR�FDQ� DIIHFW� �L�H�� KHOS�RU�KDUP��RU�EH�DIIHFWHG��L�H��KHOSHG�RU�KDUPHG��E\�WKH�ILUP�LV�SHUKDSV�WKH�PRVW�ZLGHO\�TXRWHG�LQ�WKH� &65� OLWHUDWXUH���� &RQFHLYHG� RI� LQ� WKLV� ZD\�� µVWDNHKROGHUV¶� EHFRPHV� DQ� RYHUDUFKLQJ�FRQFHSW�� LQFOXGLQJ� DQ\� ³«� SHUVRQV� RU� JURXSV� RI� SHUVRQV� WKDW� KDYH�� RU� FODLP� RZQHUVKLS��
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ULJKWV��RU�LQWHUHVWV�LQ�D�FRUSRUDWLRQ�DQG�LWV�DFWLYLWLHV��SDVW�SUHVHQW�RU�IXWXUH´��&ODUNVRQ�������S������ DV� ZHOO� DV� ³«� DQ\� KXPDQ� DJHQF\� WKDW� FDQ� EH� LQIOXHQFHG� E\�� RU� FDQ� LQIOXHQFH�� WKH�DFWLYLWLHV� RI� WKH� RUJDQL]DWLRQ� LQ� TXHVWLRQ´� �*UD\�HW� DO�� ������ S�������� *LYHQ� WKH� FRQWH[W� LQ�ZKLFK�)UHHPDQ�LV�ZRUNLQJ��L�H��VWUDWHJLF�PDQDJHPHQW��LW�LV�SHUKDSV�REYLRXV�ZK\�WKRVH�JURXSV�ZKR� FDQ� DIIHFW� �L�H�� KHOS� RU� KDUP�� WKH� FRUSRUDWLRQ� VKRXOG� EH� UHJDUGHG� DV� µVWDNHKROGHUV¶��+RZHYHU��WKH�LQFOXVLRQ�RI�WKRVH�JURXSV�ZKR�DUH�DIIHFWHG��L�H��FDQ�EH�KHOSHG�RU�KDUPHG��E\�WKH�RUJDQL]DWLRQ� LV� SHUKDSV� OHVV� REYLRXV� JLYHQ� WKDW� QRW� DOO� JURXSV� ZKLFK� FDQ� DIIHFW DQ�RUJDQL]DWLRQ� DUH� WKHPVHOYHV� DIIHFWHG E\� WKH� RUJDQL]DWLRQ�� $FFRUGLQJ� WR� )UHHPDQ��RUJDQL]DWLRQV�PXVW�GHDO�QRW�RQO\�ZLWK�WKRVH�JURXSV�WKDW�FDQ�DIIHFW�LW��EXW�DOVR�WR�EH�VRFLDOO\�UHVSRQVLYH�WR�WKRVH�ZKR�DUH�DIIHFWHG�E\�LW�LQ�RUGHU�WR�EH�HIIHFWLYH�LQ�WKH�ORQJ�UXQ��� )UHHPDQ¶V�GHILQLWLRQ� RI� VWDNHKROGHUV� WKXV� LQFOXGHV� WKH� PRUH� WUDGLWLRQDO� VWDNHKROGHU� JURXSV� �RZQHUV��FXVWRPHUV��VXSSOLHUV�DQG�WKH�ILQDQFLDO�FRPPXQLW\��DV�ZHOO�DV�µHPHUJLQJ¶�VWDNHKROGHU�JURXSV�VXFK�DV�FXVWRPHU�DGYRFDWH�JURXSV�DQG�DFWLYLVWV�JURXSV��H�J��1*2V���)LJXUH��������
)LJXUH����$�µUDWLRQDO¶�VWDNHKROGHU�PDS�RI�D�YHU\�ODUJH�RUJDQL]DWLRQ

6RXUFH��)UHHPDQ�������7KH�VWDNHKROGHU�YLHZ�DV�GHSLFWHG�LQ�)LJXUH�����SURYLGHV�D�PRGHO�RI�WKH�RUJDQL]DWLRQ�VRFLHW\�UHODWLRQVKLS� ZKLFK� PRUH� FORVHO\� UHVHPEOHV� WKH� µUHDO�ZRUOG¶� LQ� ZKLFK� WKH� PRGHUQ� EXVLQHVV�RUJDQL]DWLRQ� RSHUDWHV�� (VVHQWLDOO\�� )LJXUH� ���� SUHVHQWV� GLDJUDPPDWLFDOO\� WKH� QRWLRQ� WKDW� DOO�

(FRVSKHUH

7KH�ILUP6XSSOLHUV

3ROLWLFDO*URXSV
*RYW�

&RPSHWLW�RUV
7UDGH$VVRFLDW�LRQV (PSOR\�HHV

7UDGH�8QLRQV

&XVWRPHU�$GYRFDWH�*URXSV

&RQVXP�HUV

$FWLYLVW*URXSV

2ZQHUV )LQDQFLDO&RPP�XQLW\
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WKRVH�ZKR�FDQ�DIIHFW�RU�DUH�DIIHFWHG�E\�D�FRUSRUDWLRQ�KDYH�D�OHJLWLPDWH�LQWHUHVW�LQ�RU�UHFHLYH�EHQHILWV�VXIIHU� KDUP� IURP� WKH� FRUSRUDWLRQ�� +HQFH�� WKH� DUURZV� EHWZHHQ� WKH� ILUP� DQG� WKH�YDULRXV� VWDNHKROGHU�JURXSV� UXQ� LQ�ERWK� UDWKHU� WKDQ� LQ�D� VLQJOH�GLUHFWLRQ���� ,Q�FRQWUDVW� WR� WKH�SULQFLSDO�DJHQW�VWHZDUGVKLS�PRGHO�RI�WKH�ILUP�GLVFXVVHG�LQ�&KDSWHU����)LJXUH�����LOOXVWUDWHV�D�WRWDOO\�GLIIHUHQW�YLHZ�RI�WKH�ILUP�ZKHUHE\�WKH H[SOLFLW UROH�RI�PDQDJHPHQW�LV�WR�DFW�DV�D�VRUW�RI�FRXQWHUYDLOLQJ� IRUFH� WR� NHHS� DOO WKH� YDULRXV� VWDNHKROGHUV� UHDVRQDEO\� KDSS\� ZKLOVW�DFFRPSOLVKLQJ�WKHLU�RZQ�GHVLUHG�UHVXOWV�IRU� WKH�SHUSHWXDWLRQ�RI� WKH�RUJDQL]DWLRQ��7KH�PRGHO�LV��DV�)UHHPDQ�UHFRJQLVHV��DQ�HQRUPRXV�RYHU�VLPSOLILFDWLRQ�RI�WKH�UHDO�ZRUOG��SDUWLFXODUO\�LQ�LWV�GHSLFWLRQ�RI�VWDNHKROGHUV�DV�VWDWLF�ZKHUHDV�LQ�UHDOLW\�WKH\�FKDQJH�RYHU�WLPH��1HYHUWKHOHVV��WKH�PRGHO�DUJXDEO\�UHSUHVHQWV�D�VXLWDEOH�EDVLV�IURP�ZKLFK�WR�SURFHHG�IRU�WKH�SXUSRVHV�RI�WKH�SUHVHQW� VWXG\�� )LJXUH� ���� SURYLGLQJ� D� SUDFWLFDO� IUDPHZRUN� IRU� LGHQWLI\LQJ� WKH� YDULRXV�VWDNHKROGHUV�WKDW�D�YHU\�ODUJH�RUJDQL]DWLRQ�LQWHUDFWV�ZLWK�LQ�D�SOXUDOLVW�VRFLHW\�7KH� LGHQWLILFDWLRQ� RI� VWDNHKROGHU� JURXSV� LV� REYLRXVO\� LPSRUWDQW� DQG� WKHUH� DUH� QXPHURXV�GLIIHUHQW� GHILQLWLRQV�ZKLFK� KDYH� EHHQ� SURSRVHG� IRU� WKLV� SXUSRVH� �VHH�� IRU� H[DPSOH��&DUUROO�������� &ODUNVRQ�� ������ )ULHGPDQ�� ������ /DXJKOLQ�� ������� &ODUNVRQ� �������� IRU� H[DPSOH��GLVWLQJXLVKHV� EHWZHHQ� µSULPDU\¶� DQG� µVHFRQGDU\¶� VWDNHKROGHU� JURXSV�� WKH� IRUPHU� EHLQJ�GHILQHG�DV�³«�RQH�ZLWKRXW�ZKRVH�FRQWLQXLQJ�SDUWLFLSDWLRQ�WKH�FRUSRUDWLRQ�FDQQRW�VXUYLYH�DV�D�JRLQJ�FRQFHUQ�«´��DQG�WKH�ODWWHU�EHLQJ�³«�WKRVH�ZKR�LQIOXHQFH�RU�DIIHFW��RU�DUH�LQIOXHQFHG�RU�DIIHFWHG�E\�� WKH�FRUSRUDWLRQ��EXW�«�QRW�HQJDJHG� LQ�WUDQVDFWLRQV�ZLWK�WKH�FRUSRUDWLRQ�DQG�DUH�QRW�HVVHQWLDO�IRU�LWV�VXUYLYDO�«´��SS���������+RZHYHU��WKH�HVVHQWLDO�SRLQW�WR�JUDVS�LV�WKDW��UHJDUGOHVV� RI� WKH� GHILQLWLRQ�� WKH� VWDNHKROGHU� PRGHO� DV� VKRZQ� LQ� )LJXUH� ���� GHSLFWV�UHODWLRQVKLSV�DV�D�WZR�ZD\�H[FKDQJH��UHIOHFWLQJ�)UHHPDQ¶V�NH\�QRWLRQ�WKDW�VWDNHKROGHUV�PD\�QRW�RQO\�KHOS�RU�KDUP� WKH�DFWLYLWLHV�RI�D�FRUSRUDWLRQ��EXW�PD\�DOVR�EH�KHOSHG�RU�KDUPHG�E\�WKRVH� DFWLYLWLHV��2QH� LQWHUHVWLQJ� LVVXH� LQ� WKLV� FRQWH[W� LV�ZKHWKHU� WKH� QDWXUDO� HQYLURQPHQW� LV�LWVHOI� D� µVWDNHKROGHU¶�� :RRGZDUG� �������� IRU� H[DPSOH�� LQ� D� UHYLVHG� VWDNHKROGHU� DSSURDFK�EDVHG� RQ�7KH� &RUSRUDWH� 5HSRUW �$66&�� ������ DUJXHV� WKDW� WKH� HQYLURQPHQW� LV� DQ� µDUHD� RI�LQWHUHVW¶� UDWKHU� WKDQ� DQ� µLQWHUHVW� JURXS¶�SHU� VH��:RRGZDUG¶V� ������� LQFOXVLRQ�RI� WKH�QDWXUDO�HQYLURQPHQW��L�H��IDXQD�DQG�IORUD��ODQG�DQG�ZDWHU��DQG�WKH�ELRVSKHUH���µVTXDUHV�WKH�FLUFOH¶�LQ�WHUPV� RI� WKH� GRPDLQ� UHIHUUHG� WR� DV� µWKH� (FR�VSKHUH¶� LQ� )LJXUH� ���� DERYH�� 7KH� QDWXUDO�HQYLURQPHQW� GHPRQVWUDEO\� IDOOV�ZLWKLQ� )UHHPDQ¶V� ������� GHILQLWLRQ� RI� D� VWDNHKROGHU� JURXS�JLYHQ� WKDW� LW� LV� FOHDUO\� DIIHFWHG� E\� �VRPHWLPHV� GLVDVWURXVO\� DQG� IRUHYHU�� DQG� FDQ� DIIHFW� WKH�DFKLHYHPHQW� RI� D� FRUSRUDWLRQ¶V� SXUSRVH� �VLQFH� QR� RUJDQL]DWLRQ� FDQ� H[LVW� RXWVLGH� WKH� HFR�VSKHUH��� $GGLWLRQDO� VXSSRUW� IRU� WKH� LQFOXVLRQ� RI� WKH� HQYLURQPHQW� DV� D� VWDNHKROGHU� FDQ� EH�IRXQG� HOVHZKHUH� �VHH�� IRU� H[DPSOH��)UHHPDQ��������*UD\�HW� DO��� ������6PLWK�� ������6WDULN��������:RRGZDUG�HW�DO����������+RZHYHU�� DFWXDOO\� H[SDQGLQJ� WKH� RUJDQL]DWLRQDO�PDS� WR� LQFOXGH� WKH� QDWXUDO� HQYLURQPHQW� LV�KLJKO\�SUREOHPDWLF�VLQFH�WKH�QRQ�KXPDQ�SDUW�RI�WKH�HFR�VSKHUH��L�H��WKH�QDWXUDO�HQYLURQPHQW��LWV�HOHPHQWV��SURFHVVHV��HFRV\VWHPV�DQG�QRQ�OLYLQJ�FRPSRQHQWV��LV�XQDEOH�WR�JLYH�H[SUHVVLRQ�WR� LWV� XQLTXH� IHHOLQJV� DERXW� WKH� HQYLURQPHQWDO� GHJHQHUDWLRQ� DQG� HQGDQJHUPHQW� �VHH�� IRU�H[DPSOH�� 6WDULN�� ������� ,Q� HIIHFW�� QRQ�KXPDQ� HQWLWLHV� GR� QRW� SRVVHVV� D� SROLWLFDO�HFRQRPLF�YRLFH�DQG�WKXV�KDYH�QRW�EHHQ�DEOH�WR�LGHQWLI\�RU�DVVHUW�WKHLU�µVWDNHV¶��ZKDWHYHU�WKHVH�PD\�EH��+LEELWW�� �������1HYHUWKHOHVV�� IURP� D� SOXUDOLVW� SHUVSHFWLYH�� WKH� QRQ�KXPDQ� SDUW� RI� WKH� HFR�VSKHUH LV��DUJXDEO\��VHSDUDWH�DQG�GLVWLQFW�IURP�JUHHQ�SUHVVXUH�JURXSV�VXFK�DV�*UHHQSHDFH�DQG�)ULHQGV� RI� WKH� (DUWK� ZKLFK�� DOWKRXJK� SDUW� RI� WKH� µQHZ� HUD¶� RI� HQYLURQPHQWDOLVP� �6PLWK��
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������� FDQ�� SRWHQWLDOO\� DW� OHDVW�� HOLFLW� EHKDYLRXU� SDWWHUQV� RQ� WKH� SDUW� RI�PDQDJHPHQW�ZKLFK�GLIIHU� IURP� DQ� HQOLJKWHQHG� DSSURDFK� WR� WKH� QDWXUDO� HQYLURQPHQW�SHU� VH�� 0RUHRYHU�� WDNLQJ�)UHHPDQ¶V��������GHILQLWLRQ�OLWHUDOO\��JLYHQ�WKH�LQFUHDVLQJ�LQWHUQDWLRQDOLVDWLRQ�RI�PRGHUQ�OLIH��DQG� WKH� JOREDO� FRQQHFWLRQV� QRZ� SRVVLEOH� WKURXJK� LPSURYHG� WUDQVSRUWDWLRQ�� FRPSXWHU�WHFKQRORJ\� DQG� WHOHFRPPXQLFDWLRQV�� WKRVH� DIIHFWHG� �GLUHFWO\� RU� LQGLUHFWO\�� E\� D� ODUJH�RUJDQL]DWLRQ� ³«� LQFOXGH� YLUWXDOO\� HYHU\RQH�� HYHU\WKLQJ�� HYHU\ZKHUH� «´� �6WHUQEHUJ� ������S�����7KXV��ZKLOVW� WKH�QDWXUDO� HQYLURQPHQW� FRQVWLWXWHV� D� VWDNHKROGHU�JURXS� LQ� LWV� RZQ� ULJKW��WKHUH�DUH�UHDO�SUDFWLFDO�SUREOHPV�VWLOO�WR�EH�RYHUFRPH�LQ�WHUPV�RI�KRZ�WKLV�SDUWLFXODU�LQWHUHVW�JURXS� LV� UHFRJQLVHG� DV� D� VWDNHKROGHU� LQ� WKH�FRQWH[W�RI� WKH�RUJDQL]DWLRQ�VRFLHW\� UHODWLRQVKLS��)RUWXQDWHO\��LW�LV�QRW�QHFHVVDU\�WR UHVROYH�WKLV�QRUPDWLYH�LVVXH�IRU�WKH�SXUSRVHV�RI�WKH�SUHVHQW�VWXG\�� )UHHPDQ¶V� ������� VWDNHKROGHU� DSSURDFK� WR� VWUDWHJLF�PDQDJHPHQW�SURYLGHV� D�SOXUDOLVW�µQDUUDWLYH¶� RU� µDFFRXQW¶� RI� WKH� RUJDQL]DWLRQ�VRFLHW\� UHODWLRQVKLS� ZKLFK� JLYHV� H[SOLFLW�UHFRJQLWLRQ�WR�D�YDULHW\�RI�LQWHUHVW�JURXSV�ZLWKLQ�WKDW�VRFLHW\��,PSRUWDQWO\��LW�DOVR�SURYLGHV�WKH�EDVLV�IRU�D�GHVFULSWLYH VWDNHKROGHU�WKHRU\�WKDW�FDQ�EH�XVHG�WR�H[SODLQ�DQG�SUHGLFW�PDQDJHPHQW�EHKDYLRXU�LQ�UHODWLRQ�WR�&('�
��� $�PDQDJHULDO�VWDNHKROGHU�PRGHO�RI�WKH�RUJDQL]DWLRQ�VRFLHW\�UHODWLRQVKLS0XFK�RI�WKH�OLWHUDWXUH�RQ�VWDNHKROGHU�WKHRU\�WKDW�KDV�DSSHDUHG�LQ�WKH�ODVW����\HDUV�RU�VR�KDV�SURYLGHG�D�VWURQJO\�QRUPDWLYH�FKDOOHQJH�WR�QHR�FODVVLFDO�EXVLQHVV�PRGHOV��SDUWLFXODUO\�WKRVH�EDVHG� RQ� DJHQF\� WKHRU\� DQG� ILUPV�DV�FRQWUDFWV� WKHRU\� �DV� GLVFXVVHG� LQ� WKH�&KDSWHU� ���� ,W� LV�WKHUHIRUH�SHUKDSV�QRW�VXUSULVLQJ�WKDW�VWDNHKROGHU�WKHRU\�KDV�FRPH�LQ�IRU�VWURQJ�FULWLFLVP�IURP�WKRVH�ZKR�IDYRXU�VRFLDO�V\VWHPV�EDVHG�RQ�OLEHUDO�HFRQRPLF�GHPRFUDF\�DQG�SULYDWH�SURSHUW\�ULJKWV��6WHUQEHUJ���������IRU�H[DPSOH��SHUFHLYHV�VWDNHKROGHU�WKHRU\�DV�VXEYHUVLYH�«� VWDNHKROGHU� WKHRU\� LV� LQFRPSDWLEOH� ZLWK� EXVLQHVV� DQG� DOO� VXEVWDQWLDO�REMHFWLYHV��DQG�XQGHUPLQHV�DFFRXQWDELOLW\�DQG�SURSHUW\�ULJKWV��LW�VXEYHUWV�WKH�GXW\� RI� DJHQWV� WR� SULQFLSDOV�� DQG�ZHDOWK�FUHDWLQJ� FDSDELOLWLHV� RI� EXVLQHVV� DV�VWULFWO\� XQGHUVWRRG�� 6WDNHKROGHU� WKHRU\� VKRXOG�� WKHUHIRUH�� EH� ILUPO\� UHVLVWHG�S����6WHUQEHUJ¶V� DVVHUWLRQ� WKDW� VWDNHKROGHU� WKHRU\� LV� LQFRPSDWLEOH� ZLWK� µEXVLQHVV� DV� VWULFWO\�XQGHUVWRRG¶� LV� EDVHG� RQ� D�QRUPDWLYH PRGHO� RI� WKH� WKHRU\� �DOWKRXJK�ZKLFK� RQH� LV� QRW� FOHDU�VLQFH�6WHUQEHUJ�DSSHDUV�WR�PRYH�EHWZHHQ�GLIIHUHQW�PRGHOV�DW�ZLOO��ZKLFK�VHHV�WKH�FHQWUDO�UROH�RI� WKH� ILUP� DV� EDODQFLQJ� WKH� REMHFWLYHV� RI� DOO� VWDNHKROGHUV�� DQG� WKXV� SUHFOXGLQJ� REMHFWLYHV�ZKLFK� SULYLOHJH� SDUWLFXODU� JURXSV� �IRU� H[DPSOH�� WKH� REMHFWLYH� RI� PD[LPLVLQJ� ORQJ�WHUP�VKDUHKROGHU� YDOXH��� 6XFK� DQ� REMHFWLYH� PD\� LQGHHG� EH�� DV� 6WHUQEHUJ� DUJXHV�� XQZRUNDEOH� LQ�SUDFWLFH�� +RZHYHU�� WKLV� LV� QRW� WKH� PDQDJHPHQW�FHQWUHG� PRGHO� RI� VWDNHKROGHU� WKHRU\� DV�HPSOR\HG� KHUH�� 5DWKHU�� WKH� SUHVHQW� VWXG\�� IURP� D� SOXUDOLVW� SHUVSHFWLYH�� UHFRJQLVHV� WKDW�FRQIOLFWV� ERWK� EHWZHHQ� DQG�ZLWKLQ� WKH� GLIIHUHQW� IDFWLRQV� WKDW�PDNH� XS� D� OLEHUDO� GHPRFUDWLF�HFRQRP\� FUHDWH� D� VRFLR�HFRQRPLF FRQWH[W� ZLWKLQ� ZKLFK� PDQDJHPHQW� �XVLQJ� )UHHPDQ¶V�������� DUJXPHQW��� LQVWUXPHQWDOO\�VSHDNLQJ�� DGRSWV� D� SRVLWLYH� DWWLWXGH� WRZDUGV� VWDNHKROGHU�PDQDJHPHQW�EHFDXVH�LW�LV�VHHQ�DV�EHLQJ�LQ�WKH�ORQJ�WHUP�LQWHUHVWV�RI�WKH�ILUP��6XFK�D�VWUDWHJ\�LV�DUJXHG�WR�EH�RQH�RI�WKH�PHDQV�RI�PDQDJLQJ �EXW�QRW QHFHVVDULO\�EDODQFLQJ��WKH�FRQIOLFWLQJ�LQWHUHVWV�RI�WKH�GLIIHUHQW�VWDNHKROGHU�JURXSV��,QGHHG��DV�6WHUQEHUJ��������DFNQRZOHGJHV��VXFK�FRQIOLFWV�DUH� URXWLQHO\� UHVROYHG�E\�PDQDJHPHQW� LQ�SUDFWLFH�E\�XVLQJ� WKH�VXEVWDQWLYH�JRDO�RI�WKH�RUJDQL]DWLRQ��ZKDWHYHU�WKDQ�PD\�EH��DV�D�GHFLVLRQ�FULWHULRQ��



0DQDJHULDO�VWDNHKROGHU�WKHRU\

���

7KXV��WKH�SUHVHQW�VWXG\�HPSOR\V�D�PDQDJHPHQW�FHQWUHG PRGHO RI�VWDNHKROGHU�WKHRU\��*UD\�HW�DO��� ������ZKLFK� WDNHV� D� SUDJPDWLF� YLHZ� RI� WKH� UHODWLRQVKLS� EHWZHHQ� RUJDQL]DWLRQV� DQG� WKH�VRFLHW\�LQ�ZKLFK�WKH\�RSHUDWH�DQG�ZKLFK�LV�EDVHG�XSRQ�)UHHPDQ¶V�PRGHO�RI�VXFK�UHODWLRQVKLSV�DV� VHW� RXW� LQ� )LJXUH� ���� DERYH�� (VVHQWLDOO\�� ERWK� VWDNHKROGHU� JURXSV� DQG� WKHLU� UHODWLYH�LPSRUWDQFH� DUH� GHILQHG� E\� WKH� RUJDQL]DWLRQ LWVHOI� QRW� E\� WKH� ZLGHU� VRFLHW\� LQ� ZKLFK� LW�RSHUDWHV��ZLWK� WKH�SURFHVV�RI�VWDNHKROGHU� LGHQWLILFDWLRQ�DQG�UHFRJQLWLRQ�EHLQJ�JURXQGHG�LQ�D�PDQDJHULDOLVW�VWHZDUGVKLS�SHUVSHFWLYH��7KDW� LV�� VWDNHKROGHU� UHODWLRQVKLSV�DUH�SHUFHLYHG�RI� LQ�WHUPV�RI�WKH�H[WHQW�WR�ZKLFK�WKH�PDQDJHPHQW�RI�DQ�RUJDQL]DWLRQ�MXGJHV�WKDW�WKHUH�LV�D�QHHG�WR�PDQDJH� VXFK� UHODWLRQVKLSV� IRU� WKH�SXUSRVHV�RI� IXUWKHULQJ� WKH�JRDOV�RI� WKH�RUJDQL]DWLRQ�ZLWK�ZKLFK�PDQDJHPHQW�KDV�EHHQ�HQWUXVWHG��ZKDWHYHU�WKHVH�JRDOV�PD\�EH��7KXV��XQGHU�WKLV�PRGHO��WKH�PRUH� LPSRUWDQW� WKH� VWDNHKROGHU� WR� WKH� RUJDQL]DWLRQ�� WKH�PRUH� HIIRUW�ZLOO� EH� GLUHFWHG� DW�PDQDJLQJ� WKDW� UHODWLRQVKLS� �*UD\ HW� DO��� ������� +HQFH�� WKH� RUJDQL]DWLRQ� LV� YLHZHG� DV� D�FHQWULIXJDO� FRQWUROOLQJ� IRUFH�� ZLWK� WKH� H[HFXWLYH� PDQDJLQJ� WKH� YDU\LQJ� DQG� FRQIOLFWLQJ�LQWHUHVWV� EHWZHHQ� WKH� RUJDQL]DWLRQ� DQG� LWV� VWDNHKROGHUV�� 7KH� UROH� RI� DFFRXQWLQJ� �DQG� RWKHU��LQIRUPDWLRQ�LV�VHHQ�DV D�SRWHQWLDO�VRXUFH�IRU�PDQDJLQJ�WKH�SHUFHSWLRQV�DQG�WKXV��LQ�WXUQ��WKH�EHKDYLRXU�RI�WKH�YDULRXV�VWDNHKROGHU�JURXSV�ZKHUH�WKH�ODWWHU¶V�H[SHFWDWLRQV�DUH�QRW�FRQJUXHQW�ZLWK�WKH�SULQFLSDO�JRDO�V��RI�WKH�RUJDQL]DWLRQ��*LYHQ�LWV�SUHGLVSRVLWLRQ�WR�HPSLULFDO�WHVWLQJ��LW�LV�WKLV�PRGHO�RI�VWDNHKROGHU�WKHRU\�ZKLFK�LV�HPSOR\HG�KHUH��8VLQJ� D�QHR�SOXUDOLVW� SHUVSHFWLYH�RQ� WKH� VRFLR�HFRQRPLF� VWUXFWXUH�RI� VRFLHW\� �VHH�7DEOH�����DERYH��� D� QXPEHU� RI� IHDWXUHV� FDQ� EH� DGGHG� WR� WKLV� PRGHO� ZKLFK� LQFUHDVH� WKH� OHYHO� RI�UHVROXWLRQ� IRU� YLVXDOLVLQJ� WKH� RUJDQL]DWLRQ�VRFLHW\� UHODWLRQVKLS�� )LUVWO\�� PHPEHUV� RI� RQH�VWDNHKROGHU� JURXS� DUH� TXLWH� OLNHO\� WR� EH�PHPEHUV� RI� RWKHU� VWDNHKROGHU� JURXSV��$V� D� UHVXOW��HDFK�VWDNHKROGHU�JURXS� LWVHOI� LV�VHHQ�DV�KHWHURJHQHRXV�� UDWKHU� WKDQ�KRPRJHQHRXV��6HFRQGO\��DQG� IROORZLQJ�RQ� IURP� WKH�SUHYLRXV� VWDWHPHQW�� FRQIOLFW� LV�VHHQ�DV�H[LVWLQJ�ERWK�ZLWKLQ�HDFK�LQGLYLGXDO DQG�ZLWKLQ�HDFK�VWDNHKROGHU�JURXS��7KLUGO\��WKHUH�DUH�LQWHUFRQQHFWLRQV�EHWZHHQ�WKH�YDULRXV� VWDNHKROGHU� JURXSV�� D� SKHQRPHQRQ� NQRZQ� DV� µLQWHURUJDQL]DWLRQDO� UHODWLRQVKLSV¶� LQ�RUJDQL]DWLRQ� WKHRU\��VHH�� IRU�H[DPSOH��(YDQ��������1\VWURP�DQG�6WDUEXFN���������7KXV��IRU�H[DPSOH��WKH�HPSOR\HHV�RI�D�EXVLQHVV�RUJDQL]DWLRQ�PD\�EHORQJ�WR�D�WUDGH�XQLRQ�ZKLFK��DV�SDUW�RI� LWV� OREE\LQJ� DFWLYLWLHV�� IXQGV� D� VLQJOH� LVVXH� DFWLYLVW� JURXS�� WKH� PHPEHUVKLS� RI� ZKLFK�LQFOXGHV�VRPH�RI�WKH�PHPEHUV�RI�WKH�WUDGH�XQLRQ�DQG�RU�HPSOR\HHV�RI�WKH�EXVLQHVV��WR�OREE\�D�NH\� JRYHUQPHQW� DJHQF\� LQWR� HQDFWLQJ� KLJKHU� HQYLURQPHQWDO� KHDOWK� DQG� VDIHW\� VWDQGDUGV� IRU�WKH� LQGXVWU\� LQ� ZKLFK� WKH� ILUP� RSHUDWHV�� 6XFK� LQWHURUJDQL]DWLRQDO� UHODWLRQVKLSV� FUHDWH� D�FRPSOH[�ZHE�RI�QHWZRUNV�DQG�DIILOLDWLRQV�ZKLFK�JR�ZHOO�EH\RQG�WKH�VLPSOH�HFRQRPLF�µQH[XV�RI�FRQWUDFWV¶��-HQVHQ�DQG�0HFNOLQJ��������RU�µHIILFLHQW�FRQWUDFWLQJ¶��:DWWV�DQG�=LPPHUPDQ��������GLVFXVVHG�LQ�&KDSWHU����)RXUWKO\��WKHVH�QHWZRUNV�DQG�DIILOLDWLRQV�DUH�QRW�LPPXWDEOH�RU�VWDWLF� EXW� FDQ� FRPH� DQG� JR� DW� ZLOO�� )RU� H[DPSOH�� FRDOLWLRQV� RI� YDULRXV� QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQV��1*2V��DUH�LQFUHDVLQJO\�HVWDEOLVKHG�YLD�WKH�,QWHUQHW�WR�ILJKW�D�VSHFLILF�VRFLDO�RUHQYLURQPHQWDO�FDPSDLJQ�ZLWKLQ�D�SDUWLFXODU� UHJLRQ�RU� WRZQ��/DVWO\�� WKH�JRDO�RI� WKH�EXVLQHVV�RUJDQL]DWLRQ�LV�QR�ORQJHU�VHHQ�DV�EHLQJ�FRQFHUQHG�ZLWK�WKH�SXUVXLW�RI�SURILW�PD[LPLVDWLRQ�RU�VRPH� RWKHU� PD[LPLVDWLRQ� VWUDWHJ\� RQ� EHKDOI� RI� WKH� RXWVLGH� VKDUHKROGHUV�� 5DWKHU�� PRGHUQ�PDQDJHULDO� FDSLWDOLVP� LV� VHHQ� DV� QHFHVVLWDWLQJ� WKH� SXUVXLW� RI� D� GLYHUVH� VHW� RI� REMHFWLYHV� RI�ZKLFK�SURILW�LV��LPSRUWDQW�EXW��RQO\�RQH��VHH��IRU�H[DPSOH��0F*XLUH��������0DUULV���������6XFK�D�YLHZ�RI�WKH�ILUP�LV�FRQVLVWHQW�ZLWK�VRPH�RI�WKH�UHDVRQV�DGYDQFHG�LQ�WKH�&65�OLWHUDWXUH�IRU� WKH� HPHUJHQFH� RI� &65HVS� DV� WRXFKHG� XSRQ� LQ� &KDSWHU� �� �VHH�� IRU� H[DPSOH��0F$GDP��
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������ (VWHV�� ������ (SVWHLQ� HW� DO��� ������ +HDUG� DQG� %ROFH�� ������� DOO� RI� ZKLFK� LGHQWLILHG�LQFUHDVHG� SXEOLF� H[SHFWDWLRQV�� DVVLVWHG� E\� SUHVVXUH� JURXS� DFWLYLW\�� DV� D� SRVVLEOH� SULPDU\�FDXVH�7KH�PDQDJHULDO�PRGHO�RI� VWDNHKROGHU� WKHRU\��DV�RXWOLQHG�DERYH��KDV�SURYLGHG� WKH�GRPLQDQW�GHVFULSWLYH� LQWHUSUHWDWLRQ�ZLWKLQ� WKH� DFDGHPLF� OLWHUDWXUH��ZLWK� D� QXPEHU� RI� UHVHDUFK� VWXGLHV�H[SOLFLWO\� XVLQJ� WKH� VWDNHKROGHU� FRQFHSW� WR� H[SORUH� VWDNHKROGHU� UHODWLRQV� �VHH�� IRU� H[DPSOH��&KDNUDYDUWK\�� ������ +XPPHO�� ������ 6PLWK�� ������ 6RQQHQIHOG�� ������ 6WXUGLYDQW�� �������6WXUGLYDQW¶V� ������� VWXG\�� IRU� H[DPSOH�� RI� WKH� YDOXHV� RI� VHQLRU� PDQDJHPHQW� DQG� DFWLYLVWV�JURXSV�� IRXQG� IXQGDPHQWDO�GLIIHUHQFHV�EHWZHHQ� WKH�YDOXHV�RI� WKHVH� WZR�VWDNHKROGHU�JURXSV��$OWKRXJK� 6WXUGLYDQW� GLG� QRW� VXJJHVW� WKDW� PDQDJHPHQW� VKRXOG� DGDSW� WR� WKH� GHPDQGV� RI�DFWLYLVWV� JURXSV�� FRQIOLFWLQJ� LQWHUHVWV� ZHUH� VHHQ� DV� UHOHYDQW� IURP� D� FRUSRUDWH� VWUDWHJ\�SHUVSHFWLYH��+HQFH��RQH�RI�WKH�LPSRUWDQW�DWWULEXWHV�RI�PDQDJHPHQW�LV�VHHQ�E\�)UHHPDQ��������DV�WKH�DELOLW\�WR�LQWURGXFH�³«�D�VHW�RI�WUDQVDFWLRQV�RU�EDUJDLQV�WR�EDODQFH�WKH�LQWHUHVWV�RI�WKHVH�VWDNHKROGHUV� WR� DFKLHYH� WKH� RUJDQL]DWLRQ¶V� SXUSRVH´� �S�� ������� )URP� D� QHR�SOXUDOLVW�SHUVSHFWLYH�� DQ�XQHYHQ�GLVWULEXWLRQ�RI�SRZHU�DPRQJVW� WKH�YDULRXV� IDFWLRQV�ZLWKLQ� VRFLHW\� LV�OLNHO\�WR�OHDG�WR�FRQIOLFWV�DQG�DQWDJRQLVWLF�EHKDYLRXU��SDUWLFXODUO\�ZKHUH�WKHUH�LV�D�GLIIHUHQFH�RI�YLHZV�RQ� WKH� UROHV�DQG� UHVSRQVLELOLWLHV�RI�HDFK�IDFWLRQ�ZLWKLQ� WKDW�VRFLHW\��6PLWK���������IRU� H[DPSOH�� LQ� KHU� VWXG\� RI� 'X� 3RQW¶V� HWKLFDO� VWUDWHJ\� LQ� UHODWLRQ� WR� FKORURIOXRURFDUERQV��&)&V��IURP������WR�������KLJKOLJKWV�WKH�FOHDU�FRQIOLFWV�ZKLFK�DURVH�EHWZHHQ�WKH�FRPSDQ\¶V�VKDUHKROGHUV�RQ�WKH�RQH�KDQG��DQG�HQYLURQPHQWDOLVWV�RQ�WKH�RWKHU��6XFK�VWXGLHV�KLJKOLJKW�WKH�HWKLFDO� GLOHPPD� IDFLQJ� PDQ\� JOREDO� FRUSRUDWLRQV� RYHU� WKH� H[WHQW� WR� ZKLFK� EXVLQHVV� FDQ�OHJLWLPDWHO\�EH�DVNHG�WR�WDNH�LQWR�DFFRXQW�WKH�LQWHUHVWV�DQG�YDOXHV�RI�LQGLYLGXDOV�DQG�JURXSV�WKDW�DUH�DIIHFWHG E\�WKH�RSHUDWLRQV�RI�EXVLQHVV��6LPLODUO\��+XPPHO¶V��������FDVH�VWXG\�RI�WKH�FRQIOLFWV� ZKLFK� DURVH� EHWZHHQ� 5R\DO� 'XWFK�6KHOO� DQG� WKH� 2JRQL�SHRSOH� LQ� 1LJHULD�GHPRQVWUDWHV�WKDW�WKH�PDQDJHPHQW�RI�ELJ�FRUSRUDWLRQV�DUH�DSW�WR�SODFH�XQLODWHUDO�OLPLWV�RQ�WKH�H[WHQW�WR�ZKLFK�WKH\�DFFHSW�UHVSRQVLELOLW\�IRU�ZKDW�KDSSHQV�WR�LQGLYLGXDOV�DQG�JURXSV�ZKLFK�DUH� KDUPHG�E\� WKHLU� EXVLQHVV� RSHUDWLRQV�� DQG� WKXV� WKH� H[WHQW� WR�ZKLFK� FRUSRUDWLRQV� DVVXPH�UHVSRQVLELOLW\� DV�PRUDO DJHQWV�� �VHH�� IRU� H[DPSOH�� %RZLH� DQG� )UHHPDQ�� ������ (YDQ� DQG�)UHHPDQ�� ������+DQG\�� ������ /DQJWU\�� ������0DLWODQG�� ������0LWURII�� ������ 6KDUSOLQ� DQG�3KHOSV��������:HLVV���������:KHWKHU�RU�QRW�FRUSRUDWLRQV�DUH�LQGHHG�PRUDO�DJHQWV�GHSHQGV�RQ�KRZ�ZH�FRQVWUXFW�DQG�JLYH�PHDQLQJ�WR�WKH�RUJDQL]DWLRQ�VRFLHW\�UHODWLRQVKLS��7KH�VWXG\�RI�HFRQRPLF�DJHQF\�WKHRU\�LQ�WKH�SUHYLRXV� FKDSWHU�� IRU� H[DPSOH�� SURYLGHG� D�YLHZ�RI� ODUJH�EXVLQHVV�RUJDQL]DWLRQV��EDVHG�RQ�D�VHULHV�RI�QHR�FODVVLFDO�DVVXPSWLRQV�DQG�WKHRUHWLFDO�FRQVWUXFWV��WKDW�LV�DQDORJRXV�WR�D�SOD\HU�LQ�D� JDPH� GHYRLG� RI� PRUDO� YDOXHV� DQG� WKXV� RI� PRUDO� DJHQF\�� ZKRVH� DFWLRQV� DUH� PHUHO\� WKH�RXWFRPH� RI� D� JLYHQ� FRQWUDFWV�EDVHG� VWUXFWXUH� �'RQDOGVRQ�� ������� 7KH� µUDWLRQDO¶� SXUVXLW� RI�VHOI�LQWHUHVW�� ERXQGHG� ZLWKLQ� DQG� E\� D� VHW� RI� OHJDO� FRQWUDFWV�� SURSHUW\� ULJKWV� DQG� PDUNHW�SUHVVXUHV�� IRUFHV� PDQDJHUV� WR� EHKDYH� DV� LI WKH\� ZHUH� PD[LPLVLQJ� WKH� LQWHUHVWV� RI� WKHLU�VKDUHKROGHUV��-HQVHQ�DQG�0HFNOLQJ��������DQG�WKXV��HIIHFWLYHO\��DVVXPHV�DZD\�RWKHU�IRUPV�RI�PRUDO� UHVSRQVLELOLW\�� 0RUDO� DJHQF\� RQ� WKH� SDUW� RI� WKH� EXVLQHVV� RUJDQL]DWLRQ� LV� QHDWO\�VXEVXPHG� ZLWKLQ� WKHVH� OHJDO� DQG� HFRQRPLF� VWUXFWXUHV�� 0D[LPLVLQJ� WKH� DFKLHYHPHQW� RI� D�VSHFLILHG�VHW�RI�FRQWUDFWXDO�DQG�OHJDO�REMHFWLYHV�UXOHV�RXW�WKH�SRVVLELOLW\�RI�DFWLQJ�RQ�WKH�EDVLV�RI�PRUDO�QRUPV�DQG��VLQFH�PRUDO�QRUPV�DUH�D�QHFHVVDU\�FRQGLWLRQ�IRU�PRUDO�DJHQF\��EXVLQHVV�RUJDQL]DWLRQV��IURP�WKLV�SHUVSHFWLYH��FDQQRW�EH�PRUDO�DJHQWV��'RQDOGVRQ���������6XFK�D�YLHZ��
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KRZHYHU��DVVXPHV�WKDW� WKH�RXWFRPHV�RI� WKH�XQLI\LQJ�SURFHVV�XQGHU�D�QH[XV�RI�FRQWUDFWV�DQG�WKH�µLQYLVLEOH�KDQG¶�RI�WKH�PDUNHW�KDYH�QR�PRUDO�GLPHQVLRQV��$V�D�FRQVHTXHQFH��WKHUH�LV�QR�H[SOLFLW� UHFRJQLWLRQ�RI� WKH� IDFW� WKDW� WKH�PDQDJHPHQW�RI� VXFK�RUJDQL]DWLRQV� FDQ�GR�KDUP�� ,Q�SUDFWLFH��KRZHYHU��FRPSDQLHV�GR FRPPLW�DFWV�ZKLFK�DUH�FODLPHG�WR�KDYH�KDUPIXO�HIIHFWV���
7DEOH����&RPSDULVRQ�RI�WKH�HFRQRPLF�DJHQF\�DQG�PDQDJHULDO�VWDNHKROGHU�SHUVSHFWLYHV'LPHQVLRQ (FRQRPLF�DJHQF\�WKHRU\ 0DQDJHULDO�VWDNHKROGHU�WKHRU\

$��7KHRUHWLFDO�DVSHFWVx ([SODQDWRU\�SRZHU 1DUURZ %URDGx /HYHOV�RI�DQDO\VLV ,QGLYLGXDO *URXSV�ILUPV�VRFLHWDOx 8QLW�RI�DQDO\VLV &RQWUDFW 6WDNHV�,QWHUHVWV�LQWHUUHODWLRQVKLSVx 'LUHFWLRQ�RI�DQDO\VLV 2QH�ZD\ 7ZR�ZD\��GLDORJXH�x %DVLV�RI�UHODWLRQVKLS (FRQRPLF�ULVN� ³6WDNHV´��L�H��WKH�DELOLW\�WR�DIIHFW�RU�EH�DIIHFWHG�E\�WKH�RUJDQL]DWLRQ�x &ULWHULD�IRU�RUJDQL]DWLRQDO�HIIHFWLYHQHVV (IILFLHQF\��HFRQRPLF� 6WDNHKROGHU�PDQDJHPHQW�FDSDELOLW\�x 1DWXUH�RI�PDUNHWV (IILFLHQW��H�J��(0+� ,PSHUIHFW��PHVV\x 5ROH�RI�UHVRXUFHV 2QO\�LQIRUPDWLRQ ,PSRUWDQW�IRU�ORQJ�WHUP�VXUYLYDOx 'HWHUPLQDQW�RI�RXWFRPHV )UHH�PDUNHW�FRPSHWLWLRQ 3RZHU��VRFLR�HFRQRPLF�DQG�SROLWLFDO�x $VVXPSWLRQ�RI�IUHH�ZLOO 9ROXQWDU\�DJHQWV ,QWHUGHSHQGHQFHx $VVXPSWLRQ�RI�SRZHU (TXDO 'LIIHUHQWLDOx 'HVFULSWLRQ�RI�FRUSRUDWLRQV $PRUDO�DJHQWV 0RUDO�DJHQWV
%��+XPDQ�UHODWLRQVKLSVx 1H[XV�RU�FRUH 6HW�RI�HFRQRPLF�FRQWUDFWV 6HW�RI�VRFLR�HFRQRPLF�UHODWLRQVKLSVx 5HODWLRQVKLSV�RI�LQGLYLGXDOV *RDO�FRQIOLFW�GLYHUJHQW &RQWLQJHQW��LQWHUGHSHQGHQWx 3ULPDU\�UHODWLRQVKLS 2ZQHU�PDQDJHU $OO�VWDNHKROGHUV��UDQNHG�DFFRUGLQJ�WR�LQIOXHQFH�RQ�WKH�JRDO�V��RI�WKH�ILUP�x $VVXPSWLRQ�RI�KXPDQ�EHKDYLRXU %RXQGHG�UDWLRQDOLW\��ULVN�DYHUVH��RSSRUWXQLVWLF %RXQGHG�UDWLRQDOLW\��ULVN�DYHUVH��FRQWLQJHQWx 0RWLYH 6HOI�LQWHUHVW��HJRLVP� (QOLJKWHQHG�VHOI�LQWHUHVWx 6FRSH�RI�UHVSRQVLELOLWLHV (FRQRPLF 6RFLR�HFRQRPLF��SRVLWLYH�DQG�QHJDWLYH�x 7\SHV�RI�ULJKWV 3URSHUW\�ULJKWV��HFRQRPLF� ³6WDNHV´�LQ�WKH�ILUPx 2YHUULGLQJ�PDQDJHULDO�UHVSRQVLELOLW\ 0D[LPLVH�SRVLWLYH�IXWXUH�FDVK�IORZV� 0DQDJHPHQW�RI�VWDNHKROGHUV�ZKLOVW�SXUVXLQJ�WKH�ILUP¶V�RYHUDOO�REMHFWLYH�V�6RXUFH��6KDQNPDQ��������DV�DGDSWHG���
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:KLOVW�IHZ�ZRXOG�GHQ\�WKDW�WKH�DFWLRQV�RI�WKH�VHQLRU�PDQDJHPHQW��DV�WKH�XOWLPDWH�UHVSRQVLEOH�SDUW\��RI�FRUSRUDWLRQV�DUH�VRPHWLPHV KDUPIXO��WKH�NH\�LVVXH�KHUH�LV�WKH�FDSDFLW\�WR�GR�KDUP��LPSO\LQJ� WKDW�FRUSRUDWLRQV�GR� LQGHHG�KDYH�D�PRUDO�GLPHQVLRQ�� ,Q�RWKHU�ZRUGV��FRUSRUDWLRQV�DUH PRUDO� DJHQWV� LQ� WHUPV� RI� WKHLU� FDSDFLW\� WR� FRPPLW� KDUPIXO� DFWV�� WR�EH�EODPHG� IRU� VXFK�DFWV�� WR�KDYH�EHHQ�DEOH� WR� IRUHVHH� VXFK�DFWV�DQG� WR� WDNH�PRUDO� �UDWKHU� WKDQ� MXVW�FRQWUDFWXDO��UHVSRQVLELOLW\�IRU�UHFWLI\LQJ�WKH�UHVXOWLQJ�KDUP��,W�LV�WKLV�ZKLFK�SURYLGHV�D�VWURQJ�FDVH��SULPD�IDFLH�� IRU� JUDQWLQJ� PRUDO� FRUSRUDWH� DJHQF\� �'RQDOGVRQ�� ������� ,Q� DFFHSWLQJ� WKH� DERYH�DUJXPHQW� WKDW� ODUJH� FRUSRUDWLRQV� DUH�PRUDO� DJHQWV�� WKLV� UDLVHV� WKH�TXHVWLRQ� DV� WR�KRZ�PXFK�DXWRQRP\��L�H��LQGHSHQGHQFH��ODUJH�EXVLQHVV�RUJDQL]DWLRQV�VKRXOG EH�DOORZHG�LQ�SXUVXLQJ�WKH�LQWHUHVWV�RI�WKHLU�VKDUHKROGHUV��:KLOVW�WKLV�QRUPDWLYH�LVVXH�LV�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\�� LW� GRHV� UHSUHVHQW� RQH� RI� WKH� IXQGDPHQWDO� GLOHPPDV� RI� SOXUDOLVW� PRGHOV� RI� OLEHUDO�GHPRFUDF\�� �'DKO���������6XFK�PRGHOV�RIIHU�VRFLR�HFRQRPLF OHQVHV�WKURXJK�ZKLFK�WR�YLHZ�WKH DFWLYLWLHV� RI� RUJDQL]DWLRQV� LQ� WKH� FRQWH[W� RI� PRGHUQ� :HVWHUQ� OLEHUDO� HFRQRPLF�GHPRFUDFLHV��7KLV�VRFLHWDO�YLHZ�RI�WKH�ILUP��KRZHYHU��GLIIHUV�IURP�QHR�FODVVLFDO�YLVXDOLVDWLRQ�SURYLGHG� E\� HFRQRPLF� DJHQF\� WKHRU\� DORQJ� QXPHURXV� LPSRUWDQW� GLPHQVLRQV� �7DEOH� ����DERYH���&HQWUDO� WR� WKH�PDQDJHULDO� VWDNHKROGHU�PRGHO� LV� WKH� DUJXPHQW� �IURP� WKH�RUJDQL]DWLRQ� WKHRU\�OLWHUDWXUH�� WKDW� WKH� WUDGLWLRQDO� QHR�FODVVLFDO� YLHZ� RI� WKH� ILUP�� DV� SUHVHQWHG� E\� ($7�� IRU�H[DPSOH�� LV� QR� ORQJHU� D� FUHGLEOH� FRQFHSWLRQ� RI� WKH�PRGHUQ� FRUSRUDWLRQ� �VHH�� IRU� H[DPSOH��%DUQH\�� ������ )UHHPDQ�� ������ 1HZWRQ�� ������� 2WKHU� LPSRUWDQW� GLIIHUHQFHV� EHWZHHQ� WKLV�VWDNHKROGHU� PRGHO� DQG� WKH� HFRQRPLF� PRGHO� RI� FRQWUDFW�EDVHG� UHODWLRQVKLSV� XQGHU� ($7� DV�GHSLFWHG�LQ�&KDSWHU���DUH��-RQHV�DQG�:LFNV��������6KDQNPDQ���������x WKH�UHFRJQLWLRQ�RI�VRFLDO�LQIOXHQFHUV LQ�DGGLWLRQ�WR�HFRQRPLF�LQIOXHQFHUV��x D�UHMHFWLRQ�RI�WKH�QRWLRQ�WKDW�KXPDQ�EHKDYLRXU�LV�JXLGHG�RQO\ E\�VHOI�LQWHUHVW��UDWKHU�LW� LV� DVVHUWHG� WKDW� VXFK� EHKDYLRXU� LV� ERWK�YDULHG�� L�H�� VHOI�LQWHUHVW�� WUXVWLQJ� DQG�FR�RSHUDWLYH�� DQG� YDULDEOH�� H�J�� VRPHWLPHV� VHOI�LQWHUHVWHG�� VRPHWLPHV� WUXVWLQJ��VRPHWLPHV�FRRSHUDWLYH���x KXPDQ�EHKDYLRXU�LV�DOVR�VHHQ�DV�PDOOHDEOH��L�H��VKDSHG�E\�WKH�H[WHUQDO�IDFWRUV�VXFK�DV� WKH� RUJDQL]DWLRQDO� VHWWLQJ�� SHUVRQDO� FLUFXPVWDQFHV� DQG� WKH� FXOWXUDO� FRQWH[W��LPSO\LQJ�WKDW�DQ�LQGLYLGXDO¶V�EHKDYLRXU�LV��DW�OHDVW�SDUWLDOO\��GHILQHG�DFFRUGLQJ�WR�WKH�HQYLURQPHQW�LQ�ZKLFK�KH�VKH�RSHUDWHV��DQG�x LW�LV�D�WKHRU\�RI�VRFLR�HFRQRPLF�UHODWLRQVKLSV ZKLFK�DUH�VHHQ�WR�KDYH�D�EURDGHU�EDVLV�WKDQ�FRQWUDFWV RU�WUDQVDFWLRQV�7KH� UHODWLYH� H[SODQDWRU\� SRZHU� RI� WKHVH� WZR� WKHRULHV� �L�H�� ($7� DQG� 067�� UHPDLQV� D�FRQWLQXRXV� VRXUFH� RI� GHEDWH� DPRQJVW� RUJDQL]DWLRQDO� DQG�PDQDJHULDO� VFKRODUV���� 6RPH�KDYH�DWWHPSWHG� WR� GHYHORS� D� K\EULG� µVWDNHKROGHU� DJHQF\¶� WKHRU\� ZKLFK� HVVHQWLDOO\� VHHNV� WR�VXEVXPH�VWDNHKROGHU�UHODWLRQVKLSV�ZLWKLQ�D�SULQFLSDO�DJHQW�SHUVSHFWLYH��VHH��IRU�H[DPSOH��+LOO�DQG� -RQHV�� ������ 4XLQQ� DQG� -RQHV�� ������� +RZHYHU�� DWWHPSWV� WR� EURDGHQ� WKH� HFRQRPLF�DJHQF\�YLHZ�RI�WKH�ILUP�LQ�WKLV�ZD\�VWLOO�HPSOR\�WKH�VDPH�DVVXPSWLRQV�ZKLFK�XQGHUSLQ�PXFK�RI�QHR�FODVVLFDO�HFRQRPLFV��QRWDEO\�WKDQ�KXPDQ�EHKDYLRXU�LV�GULYHQ�E\�VHOI�LQWHUHVW��$V�VXFK��WKH�FULWLFLVPV�OHYHOOHG�DW�($5��VHH�&KDSWHU����DSSO\�HTXDOO\� WR� WKHVH�K\EULG�PRGHOV��2WKHUV�KDYH� WDNHQ� D� FRPSOHWHO\� RSSRVLWH� SHUVSHFWLYH�� DUJXLQJ� WKDW� HFRQRPLF� DJHQF\� WKHRU\� LV�� DW�EHVW�� D� QDUURZ� IRUP� RI� VWDNHKROGHU� WKHRU\� WKDW�� ZKHQ� SURSHUO\�PRGLILHG�� FDQ� EH� VXEVXPHG�ZLWKLQ� WKH� VWDNHKROGHU� WKHRU\� RI� WKH� ILUP� �6KDQNPDQ�� ������� +RZHYHU�� IURP� D� SOXUDOLVW�
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SHUVSHFWLYH�� WKH� H[LVWHQFH� RI� D� PXOWLYHUVH� RI� LQWHUGHSHQGHQW� UHODWLRQVKLSV� DFURVV� D� GLYHUVH�UDQJH�RI�JURXSV�ZLWK�D�GLYHUVH�UDQJH�RI�LQWHUHVWV�RIIHUV�D�YLHZ�RI�WKH�ILUP�WKDW�LV�FRPSOHWHO\�DW�RGGV�ZLWK�WKH�QDUURZ�VHW�RI�PRWLYHV�DQG�DVVXPSWLRQV�RIIHUHG�E\�HFRQRPLF�DJHQF\�WKHRU\��,Q�SDUWLFXODU��PDQDJHULDO� VWDNHKROGHU� WKHRU\� �067�� DV� HPSOR\HG�KHUH� UHFRJQLVHV� WKH� H[LVWHQFH�RI�D�SOXUDOLW\�RI� LQWHUHVWV�ZKLFK�QHHG�WR�EH�PDQDJHG�E\�WKH�RUJDQL]DWLRQ�WR�VHFXUH�WKH�ORQJ�WHUP�JRDOV�RI�WKH�ILUP��7KLV�LV�QRW�WR�GHQ\�WKH�OHJLWLPDWH�SURSHUW\�ULJKWV�RI�VKDUHKROGHUV�DQG�ERQGKROGHUV��UDWKHU�WKDW�WKHVH�ULJKWV�DUH�SDUW�RI�D�PXFK�ZLGHU�VHW�RI�VRFLR�HFRQRPLF�UHODWLRQV�PDGH�XS�RI�VWDNHV��ULJKWV��FODLPV�DQG�LQWHUHVWV�ZKLFK�PDQDJHPHQW�LV�UHTXLUHG�WR�PDQDJH�ZLWK�µHQOLJKWHQHG�VHOI�LQWHUHVW¶�DV�SDUW�RI� WKH�VWUDWHJLF�PDQDJHPHQW�RI� WKH�EXVLQHVV� LQ�UHDFWLQJ�WR�DQ� HYHU�FKDQJLQJ� DQG� FRPSOH[� H[WHUQDO� HQYLURQPHQW� �VHH�� IRU� H[DPSOH�� 'LHWULFK� DQG�:RRGZDUG��������,Q�&KDSWHU����WKH�PDLQ�IRFXV�RI�WKH�GLVFXVVLRQ�XQGHU�HFRQRPLF�DJHQF\�WKHRU\�FHQWUHG�RQ�WKH�HFRQRPLF� SRZHU� DQG� FRQFHUQV� RI� WKUHH� µPDUNHW¶� VWDNHKROGHUV� �PDQDJHUV�� VKDUHKROGHUV� DQG�ERQGKROGHUV���6XFK�PDWWHUV�REYLRXVO\�IRUP�DQ�LPSRUWDQW�SDUW�RI�WKH�QHWZRUN�RI�LQWHUUHODWLRQV�EHWZHHQ� WKH� YDULRXV� VWDNHKROGHUV� ZKLFK� DIIHFW� DQG�RU� DUH� DIIHFWHG� E\� DQ� RUJDQL]DWLRQ��+RZHYHU�� RWKHU�� µQRQ�SURGXFW�PDUNHW¶� SRZHU� UHODWLRQV� H[LVW� RI� D� VRFLR�HFRQRPLF� QDWXUH�ZKLFK� FDQ� DOVR� DIIHFW� DQG� EH� DIIHFWHG� E\� WKH� RUJDQL]DWLRQ�� 7KH� PDQDJHULDOLVW� YHUVLRQ� RI�VWDNHKROGHU�WKHRU\�VXJJHVWV�WKDW�LQ�WKHVH�VLWXDWLRQV�PDQDJHPHQW�ZLOO�XVH�RWKHU�QRQ�HFRQRPLF�VWUDWHJLHV�IRU�PDQDJLQJ�FRQIOLFWV��VWUDWHJLHV�ZKLFK�DUH�FRQVLVWHQW�ZLWK�WKH�ORQJ�WHUP�LQWHUHVWV�RI�WKH�ILUP��)UHHPDQ��������6PLWK���������,W�LV�LQ�WKLV�VHQVH�WKDW�VWDNHKROGHU�WKHRU\�LV�DUJXHG�WR�RIIHU�D�SRZHUIXO�WRRO�IRU�EULQJLQJ�LQWR�WKH�EXVLQHVV�VRFLHW\�GHEDWH�RWKHU�LQWHUHVW�JURXSV�DQG�ZKLFK�� DV� D� UHVXOW�� KHOS� LQ� XQGHUVWDQGLQJ� PRUH� IXOO\� PDQDJHULDO� EHKDYLRXU� LQ� D� FRUSRUDWH�DFFRXQWLQJ�DQG�UHSRUWLQJ�FRQWH[W��%\�UHFRJQLVLQJ�WKHVH�ZLGHU�LQWHUHVWV��WKH�ZD\�LV�RSHQHG�XS�WR� H[SORUH� KRZ�PRUDO� LVVXHV�� VXFK� DV� VRFLDO� MXVWLFH�� DFFRXQWDELOLW\�� GHPRFUDF\� DQG� HWKLFV��LVVXHV�WKDW�DUH�WUDGLWLRQDOO\�H[FOXGHG�IURP�PDLQVWUHDP�HFRQRPLFV�DQG�DFFRXQWLQJ�ZKLFK�WDNHV�IRU�JUDQWHG�WKDW�WKH�SXUSRVH�DQG�SUDFWLFH�RI�EXVLQHVV�LV�VHOI�MXVWLI\LQJ�DQG�WKDW�EXVLQHVV�RZHV�OLWWOH� WR�VRFLHW\�RWKHU� WKDQ�ZKDW�LW�SURYLGHV�E\�YLUWXH�RI�LWV�H[LVWHQFH��ZKDW�0HGDZDU��������UHIHUV� WR� DV� µWKH� VRFLDO� SUREOHP¶� LQ� WHUPV� RI� D�PRUH� HQOLJKWHQHG� YLHZ� RI�&65���8QGHU� WKH�PDQDJHPHQW�FHQWUH� PRGHO� RI� VWDNHKROGHU� WKHRU\�� PDQDJHPHQW¶V� DLP� LV� WR� UHVSRQG� WR�VWDNHKROGHUV� LQ� D� ZD\� WKDW� DSSHDUV WR� DGGUHVV� WKHLU� FRQFHUQV�� ZKLOH� DW� WKH� VDPH� WLPH�PDLQWDLQLQJ�WKH�EXVLQHVV�RQ�LWV�ORQJ�WHUP�VWUDWHJLF�JRDO�V���,Q�XVLQJ�LQIRUPDWLRQ�DV�SDUW�RI�D�FDOFXODWHG�DQG�PHDVXUHG�UHVSRQVH�WR�VXFK�FRQFHUQV��WKH�UHODWLYH�LPSRUWDQFH�RI�VWDNHKROGHUV�WR�WKHVH�RYHUDOO�JRDOV�LV�VHHQ�DV�RQH�RI�WKH�IDFWRUV�WKDW�PD\�LQIOXHQFH�WKH�YROXPH�RI�&65�
��� $SSOLFDWLRQ�RI�WKH�PDQDJHULDO�VWDNHKROGHU�PRGHO�WR�&65)ROORZLQJ�RQ�IURP�WKH�LVVXHV�DGGUHVVHG�LQ�WKH�SUHYLRXV�VHFWLRQV��D�WHQWDWLYH�RXWOLQH�FDQ�QRZ�EH�GUDZQ�RQ�KRZ�D�PDQDJHULDOLVW�YHUVLRQ�RI�VWDNHKROGHU�WKHRU\�PD\�EH�XVHG�WR�H[SODLQ�&65�LQ�JHQHUDO�DQG�&('�LQ�SDUWLFXODU��,Q�WKH�UHYLHZ�RI�GHYHORSPHQWV�LQ�&65�SRVW�������&KDSWHU����� LW� ZDV� QRWHG� WKDW� VRFLDO� DFFRXQWLQJ� RSHQV� WKH� GRRU� WR� SURYLGLQJ� RWKHU�� QRQ�WUDGLWLRQDO�DFFRXQWV� RI� WKH� VRFLDO DQG� HQYLURQPHQWDO� HIIHFWV� RI� FRUSRUDWH� EHKDYLRXU�� SDUWLFXODUO\� QRQ�PDUNHW�HIIHFWV��%\�DGGLQJ�WR�WKLV�WKH�QHR�SOXUDOLVW�SHUFHSWLRQ�RI�WKH�FRQIOLFWV�ZKLFK�PD\�DULVH�EHWZHHQ� GLIIHUHQW� VWDNHKROGHU� JURXSV� RYHU� ZKDW� WKRVH� VRFLDO� DFFRXQWV� PLJKW� DFWXDOO\� ORRN�OLNH��LW�EHFRPHV�DSSDUHQW�WKDW�FRQIOLFWV�RYHU�&65�DUH�ERXQG�WR�DULVH�DV�D�UHVXOW�RI�WKH�YDULRXV�VWDNHKROGHUV¶� GLIIHUHQW� LQWHUHVWV�ZLWK� UHJDUG� WR� WKH� LQIRUPDWLRQ� WKDW� LV� SXEOLVKHG� �8OOPDQQ��
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������� +HQFH�� &65�� IURP� WKLV� SHUVSHFWLYH�� EHJLQV� WR� WDNH� RQ� D� VRFLR�SROLWLFDO� UROH� LQ� WKH�EXVLQHVV�VRFLHW\�UHODWLRQVKLS��ZLWK�PDQDJHPHQW¶V�PRWLYHV�IRU�SXEOLVKLQJ�&65�EHLQJ�VHHQ�LQ�WHUPV� RI� PDQDJLQJ� VWDNHKROGHUV�� )UHHPDQ� �������� IRU� H[DPSOH�� DUJXHV� WKDW�� LQ� VHHNLQJ� WR�PDQDJH� LWV� UHODWLRQVKLSV� ZLWK�PXOWLSOH� VWDNHKROGHUV�� WKH�PDQDJHPHQW� RI� RUJDQL]DWLRQV�ZLOO�HPSOR\�D�YDULHW\�RI�VWUDWHJLHV�� LQFOXGLQJ�WKH�LPSOHPHQWDWLRQ�RI�FRPPXQLFDWLRQ�SURFHVVHV�WR�PDQDJH� VWDNHKROGHU� UHODWLRQV�� WKH� DQWLFLSDWLRQ� RI� VWDNHKROGHU� FRQFHUQV� DQG� WKH� GHVLJQ� RI�VWUDWHJLHV�WR�LQIOXHQFH�WKRVH�FRQFHUQV��DQG�WKH�QHJRWLDWLRQ�DQG�LPSOHPHQWDWLRQ�RI�VWUDWHJLHV�WR�REWDLQ�YROXQWDU\�DJUHHPHQWV�ZLWK�VWDNHKROGHUV�RQ�FULWLFDO�LVVXHV��,W�LV�LQ�WKLV�FRQWH[W�WKDW�067�PD\�KROG�SURPLVH�LQ�WHUPV�RI�D�OHQV�WKURXJK�ZKLFK�WR�H[SODLQ�DQG�SUHGLFW�PDQDJHPHQW�EHKDYLRXU�LQ�UHODWLRQ�WR�&('��(VVHQWLDOO\��WKLV�VWHPV�IURP�WKH�QRWLRQ�WKDW� LQIRUPDWLRQ� ± EH� LW� ILQDQFLDO� RU� RWKHUZLVH� ± LV� D� SRZHUIXO� ZHDSRQ� LQ� PDQDJLQJ�VWDNHKROGHUV� IRU� WKH� SXUSRVHV� RI� JDLQLQJ� WKHLU� VXSSRUW� DQG� DSSURYDO�� RU�� FRQYHUVHO\�� WR�GLPLQLVK� WKHLU� RSSRVLWLRQ� DQG� GLVDSSURYDO� �*UD\� HW� DO��� ������� )URP� WKLV� SHUVSHFWLYH��LQIRUPDWLRQ� LV� YLHZHG� TXLWH� GLIIHUHQWO\� IURP� WKDW� XQGHU� HFRQRPLF� DJHQF\� WKHRU\� ZKHUH�LQIRUPDWLRQ�LV�GHSLFWHG�DV�DQ�HFRQRPLF�JRRG WKDW�LV�WUDGHG�EHWZHHQ�ZLOOLQJ�EX\HUV�DQG�VHOOHUV�ZKR� VHHN� WR� QHJRWLDWH� D� SULFH� ZKLFK� PD[LPLVHV� WKHLU� RZQ� VHOI�LQWHUHVWV�� ,Q� FRQWUDVW��PDQDJHULDO� VWDNHKROGHU� WKHRU\�ZLWKLQ� D�QHR�SOXUDOLVW� IUDPHZRUN�YLHZV� LQIRUPDWLRQ� DV�PRUH�WKDQ�MXVW�DQ�HFRQRPLF�UHVRXUFH��FRQIHUULQJ�RQ�WKRVH�ZKR�SRVVHVV�DQG�FRQWURO�LW�WKH�DELOLW\�WR�PDQLSXODWH��PHGLDWH��PRGLI\�DQG� WUDQVIRUP� WKHLU� VRFLDO�� HFRQRPLF�DQG�SROLWLFDO� UHODWLRQVKLS�ZLWK� RWKHUV���� $� SUDFWLFDO� H[DPSOH� RI� WKH� ZD\� LQ� ZKLFK� LQIRUPDWLRQ� LV� XVHG� E\� ODUJH�FRUSRUDWLRQV� LQ� WKLV� ZD\� LV� SURYLGHG� LQ� 6PLWK¶V� ������� VWXG\� RI� 'X� 3RQW¶V� FKDQJLQJ�&)&�VWUDWHJ\ WKURXJK�WKH�����V������V�DQG�����V��,Q�WKLV�FRQWH[W��PDQDJHULDO�FRQWURO�RYHU�ZKDW�LV�GLVFORVHG�� RYHU� DQG� DERYH� WKDW� UHTXLUHG� E\� WKH� ODZ�� SULYLOHJHV� WKH� DGRSWLRQ� RI� D� YDULHW\� RI�FRUSRUDWH� UHSRUWLQJ� VWUDWHJLHV� ZKLFK� LQFOXGH� ILGXDFLDU\�� ILQDQFLDO�� VRFLDO�� SHUVXDVLYH� DQG�SDWHUQDOLVWLF��2JDQ�DQG�=LHEDUW���������3LOJHU���������IRU�H[DPSOH��SURYLGHV�D�WHOOLQJ�LQVLJKW�LQWR� WKH� ZD\� WKH� SXEOLF� UHODWLRQV� GHSDUWPHQWV� DQG� DVVRUWHG� PDUNHWLQJ� H[SHUWV� RI� ODUJH�FRUSRUDWLRQV�DQG�JRYHUQPHQWV�HPSOR\�µLQIRUPDWLRQ¶�LQ�WKH�µPHGLD�DJH¶��6ZLIW��������DUJXHV�WKDW�FRUSRUDWLRQV�HQJDJLQJ�ZLWK�WKHLU�YDULRXV�VWDNHKROGHUV�XVH�LQIRUPDWLRQ�DV�SDUW�RI�D�WUXVW�EXLOGLQJ� SURFHVV� WR� HQKDQFH� FRUSRUDWH� UHSXWDWLRQ�� :KDW� DSSHDUV� WR� UHVXOW� IURP� WKH� XVH� RI�LQIRUPDWLRQ�LQ�WKLV�ZD\�LV�D�SURFHVV�RI�UHSRUWLQJ�GHYRLG�RI�DQ\�UHDO�RU�WUXH�DFFRXQWDELOLW\�WR�WKH�ZLGHU�VRFLHW\��D�SURFHVV�ZKLFK��DFFRUGLQJ�WR�*UD\��������VKRXOG��LI�GRQH�SURSHUO\��KXUW��³,I�LW�GRHVQ¶W�UDLVH�GLIILFXOWLHV��FDXVH�XQZHOFRPH�UH�H[DPLQDWLRQV�RI�WKH�RUJDQL]DWLRQ�DQG�VR�RQ�� WKHQ� LW� LV�SUREDEO\�QRW�JRRG�VRFLDO�DFFRXQWLQJ´��*UD\�������S��������7KH�HVVHQWLDO�SRLQW�KHUH� LV� WKDW� WKHUH� LV� DQ� LPSRUWDQW� GLIIHUHQFH� EHWZHHQ� µJRRG¶� &65�� ZKLFK�� IURP� DQ�DFFRXQWDELOLW\� SHUVSHFWLYH�� LV� DERXW� LGHQWLI\LQJ� UHVSRQVLELOLWLHV� DQG� SURYLGLQJ� LQIRUPDWLRQ�DERXW�VXFK�UHVSRQVLELOLWLHV� WR� WKRVH�ZKR�KDYH�ULJKWV� WR� WKDW� LQIRUPDWLRQ��*UD\�HW�DO����������DQG� KRZ� LQIRUPDWLRQ� LV� XVHG� WR� VXFFHVVIXOO\� PDQDJH� DQG� LQIOXHQFH� VWDNHKROGHU� JURXSV��0RUHRYHU�� MXVW� EHFDXVH� D� FRPSDQ\� FKRRVHV� WR� UHSRUW� PRUH LQIRUPDWLRQ� ZKLFK� PD\� EH�FODVVLILHG� DV� VRFLDO� DQG� HQYLURQPHQWDO� GRHV� QRW� QHFHVVDULO\� LPSO\� WKDW� LW� LV� HLWKHU� PRUH�DFFRXQWDEOH LQ�WHUPV�RI�LWV�YDULRXV�VRFLDO�DQG�HQYLURQPHQWDO�LPSDFWV�RU�WKDW�LW�SHUIRUPV�EHWWHULQ� UHODWLRQ� WR� WKRVH� LPSDFWV�� ,QGHHG�� WKHUH� LV� D� JURZLQJ� SHUFHSWLRQ� WKDW� FXUUHQW� SUDFWLFH� LQ�&65�LV�«�VLPSO\�D�QHZ�IRUP�RI�PDQDJHULDO�RSSRUWXQLVP��2ZHQ�HW�DO����������WKDW�LW�UHSUHVHQWV� WKH� SRVVLEOH� WULYLDOLVDWLRQ� RI� VRFLDO� DFFRXQWLQJ� E\� SRZHUIXO�



0DQDJHULDO�VWDNHKROGHU�WKHRU\

���

RUJDQL]DWLRQV� �*UD\� HW� DO��� ������� RU� FRQVWLWXWHV� PDQLSXODWLRQ� RI� VRFLHW\¶V�YLHZV� RQ VRFLDO� UHVSRQVLELOLW\� �:RRGZDUG� HW� DO��� ������ WKURXJK� FOHYHU� VSLQ�GRFWRULQJ �6ZLIW�������S������6XFK� µPDQDJHULDO� RSSRUWXQLVP¶� UHVXOWV�� SDUWO\� DW� OHDVW�� EHFDXVH� RI� H[LVWLQJ� SRZHU�DV\PPHWULHV�EHWZHHQ� WKH� ILUP�DQG� LWV� VWDNHKROGHUV��ZLWK� LQIRUPDWLRQ�� RU� DFFHVV� WR� LW��EHLQJ�VHHQ�DV�D�SUR[\�IRU�SRZHU��+XVH�DQG�(LGH���������SDUWLFXODUO\�ODUJH�RUJDQL]DWLRQV�ZKLFK�KDYH�WKH� VRFLR�HFRQRPLF� PXVFOH� WR� SXUVXH� FRUSRUDWH� DJHQGDV� DW� WKH� H[SHQVH� RI� VWDNHKROGHUV¶�LQWHUHVWV� �2OLYHU�� ������ 6ZLIW�� ������� ,Q� WHUPV� RI� WKH� SUHVHQW� VWXG\��ZLWK� LWV� IRFXV�RQ� ODUJH�RUJDQL]DWLRQV� IURP� D� QHR�SOXUDOLVW� SHUVSHFWLYH�� WKHVH� YDULRXV� IDFWRUV� ± H[LVWLQJ� SRZHU�DV\PPHWULHV�� PDQDJHPHQW¶V� FRQWURO� RYHU� WKH� FROOHFWLRQ� DQG� GLVWULEXWLRQ� RI� YROXQWDU\�LQIRUPDWLRQ��WKH�DEVHQFH�RI�DQ\�GHWDLOHG�OHJDO�UHTXLUHPHQWV�FRQFHUQLQJ�&('��VHH�&KDSWHU�����DQG� WKH� UHODWLYHO\� ODUJH� HFRQRPLF� UHVRXUFHV� DYDLODEOH� WR� VXFK� RUJDQL]DWLRQV� ± FUHDWHV� D�FRQWH[W�LQ�ZKLFK�PDQDJHPHQW�KDV�WKH�PHDQV�WR�XVH�&('�IRU�D�YDULHW\�RI�GLIIHUHQW�FRUSRUDWH�HQGV�� ZKHWKHU� WKH\� EH� µUHSXWDWLRQ� EXLOGLQJ¶� �6ZLIW�� ������� F\QLFDO� FRUSRUDWH� VHOI�LQWHUHVWHG�µSXEOLF�UHODWLRQV¶��.HOODZD\���������µP\VWLILFDWLRQ¶��7LQNHU�HW�DO���������RU�µUHSXWDWLRQDO�ULVN�PDQDJHPHQW¶� �%URZQ�� ������ 2¶'Z\HU�� ����E��� 7KH� JHQHUDO� UDWLRQDOH� XQGHUO\LQJ� WKHVH�GLIIHUHQW�XVHV�RI� LQIRUPDWLRQ�DFFRUGV�ZLWK�)UHHPDQ¶V��������DUJXPHQW�WKDW�WKH�PDQDJHPHQW�L�H��FRQWURO��RI�D�EXVLQHVV�RUJDQL]DWLRQ¶V�UHODWLRQVKLSV�ZLWK�LWV�VWDNHKROGHU�JURXSV�PDWWHUV LQ�WHUPV� RI� WKH� RUJDQL]DWLRQ¶V� RYHUDOO� RUJDQL]DWLRQDO� �DQG� SDUWLFXODUO\� ILQDQFLDO�� SHUIRUPDQFH��VHH�� IRU� H[DPSOH�� *RQHOOD� HW� DO��� ������ 3LOOLQJ�� ������� :DGGRFN� DQG� 6PLWK� �������� IRU�H[DPSOH�� VXJJHVW� WKDW� PRVW� PDQDJHUV� YLHZ� WKH� WHQVLRQV� EHWZHHQ� FRQIOLFWLQJ� GHPDQGV� IRU�ILQDQFLDO� SHUIRUPDQFH� DQG� VRFLDO�� HWKLFDO� DQG� HQYLURQPHQWDO� SHUIRUPDQFH� DV� DQ� µHLWKHU�RU´�UDWKHU� WKDQ� D� µZLQ�ZLQ¶� VLWXDWLRQ�� JLYLQJ� ULVH� WR� WUDGH�RIIV� �VHH� DOVR� %HUPDQ� HW� DO��� ������,6($��������2JGHQ�DQG�:DWVRQ�� ������3UHVWRQ�'RQDOGVRQ���������+RZHYHU�� WKH�SUHFHGLQJ�DQDO\VLV�VXJJHVWV�WKDW�ZKHUH�WKH�SULPDU\�JRDO�V��RI�WKH�RUJDQL]DWLRQ�DUH DW�VWDNH��WKLV�ZLOO�EH�QRW� VR� PXFK� D� µWUDGH�RII¶� DV� D� µPDQDJHPHQW� RI� LPSUHVVLRQV¶� ZKHUHE\� PDQDJHPHQW� XVHV�LQIRUPDWLRQ��VXFK�DV�&('��WR�SDFLI\�VWDNHKROGHUV�FRQFHUQV�ZLWKRXW�GLVWXUELQJ�WKHVH�SULPDU\�JRDO�V���,W�LV�WKLV�DQDO\VLV��ZLWK�LWV�FRQVWUXFWLRQ�RI�DQG HPSKDVLV�RQ�x D�QHR�SOXUDOLVW� LQWHUSUHWDWLRQ�RI�PRGHUQ� OLEHUDO�HFRQRPLF�GHPRFUDFLHV��SDUWLFXODUO\�WKH�H[LVWHQFH�RI�FRQIOLFWLQJ�LQWHUHVW�JURXSV�x D� YDULHW\� RI� FRQVWDQWO\�FKDQJLQJ� VRFLR�HFRQRPLF� UHODWLRQVKLSV� EHWZHHQ� DQ�RUJDQL]DWLRQ�DQG�LWV�YDULRXV�VWDNHKROGHU�JURXSV�x WKH�LPSRUWDQW�UROH�RI�LQIRUPDWLRQ�LQ�PDQDJLQJ WKHVH�UHODWLRQVKLSV�x WKH�YROXQWDU\��VHOI�UHSRUWLQJ�RI�LQIRUPDWLRQ�YLD�FRUSRUDWH�UHSRUWV�RQ�LVVXHV�UHODWLQJ��LQWHU�DOLD��WR�WKH�QDWXUDO�HQYLURQPHQW��HPSOR\HHV�DQG�FRPPXQLWLHV�WKDW� LV� VHHQ� DV� KROGLQJ� SURPLVH� LQ� WHUPV� RI� DGYDQFLQJ� DQ� XQGHUVWDQGLQJ� RI� WKH� QDWXUH� DQG�FDXVHV�RI�&65�&('��*UD\�HW�DO�������E�����6XFK�D�SHUVSHFWLYH�YLHZV�WKH�RUJDQL]DWLRQ�VRFLHW\�UHODWLRQVKLS� DV� RQH� ZKLFK� LV�� IURP� PDQDJHPHQW¶V� SHUVSHFWLYH�� SUREOHPDWLF� UDWKHU� WKDQ�GHVWUXFWLYH��SRWHQWLDOO\�ERWK�KHOSIXO�DQG�KDUPIXO��DQG�PDQDJHDEOH WKURXJK�WKH�DFTXLVLWLRQ�RI�DSSURSULDWH� VNLOOV�� PHDQV� DQG�PHFKDQLVPV�� +LOO� DQG� -RQHV� �������� IRU� H[DPSOH�� DUJXH� WKDW�VWDNHKROGHUV�GLIIHU�DPRQJ�WKHPVHOYHV�LQ�D�QXPEHU�RI�UHVSHFWV��QRWDEO\��L��WKH�LPSRUWDQFH��WR�WKHP��RI� WKHLU� VWDNH� LQ� WKH� ILUP�DQG� �LL�� WKHLU�SRZHU�YLV�j�YLV� WKH�PDQDJHUV��0RUHRYHU��+LOO�DQG�-RQHV�DUJXH�WKDW�WKHUH�LV�FRQVLGHUDEOH�IULFWLRQ�ZLWKLQ�WKH�VWDNHKROGHU�PDQDJHU�QHJRWLDWLRQ�SURFHVV��VXFK�WKDW�WKHVH�UHODWLRQVKLSV�DUH�LQ�D�FRQVWDQW�VWDWH�RI�IOX[��,Q�WKDW�VHQVH��LW�OLHV�ZLWKLQ�
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D� PHWD�WKHRUHWLFDO� YLHZ� RI� VRFLHW\� ZKLFK� GHSLFWV� WKH� RUJDQL]DWLRQ±VRFLHW\� UHODWLRQVKLS� DV�IXQGDPHQWDOO\� LQLPLFDO� �L�H�� KRVWLOH�� ZLWKLQ� ZKLFK� &65�&('� EHFRPHV� D� ZHDSRQ� IRU�PDQDJLQJ�VWDNHKROGHUV�DQG�RU� WR�PDLQWDLQ�RU� UHJDLQ� WKH� VWDWXV�RI� OHJLWLPDF\��7KXV��067�DV�HPSOR\HG�KHUH� LV�FRQFHUQHG�ZLWK�³«�KRZ�WKH�RUJDQL]DWLRQ�PDQDJHV LWV�VWDNHKROGHUV��7KXV��LQIRUPDWLRQ�GLVFORVHG�WR�WKH�VWDNHKROGHUV�PD\�EH�DVVXPHG�PRUH�SURSHUO\�E\�WKH�RUJDQL]DWLRQ�WR� EH� SDUW� RI� D� OHJLWLPDF\� DQG�RU� VRFLDO� FRQVWUXFWLRQ� SURFHVV´� �*UD\� HW� DO�� ������ S������RULJLQDO� HPSKDVLV��� ,W� LV� LQ� WKLV� VSHFLILF� FRQWH[W� WKDW� 067� RIIHUV� D� WKHRUHWLFDO� IUDPHZRUN�ZLWKLQ� ZKLFK� WR� SUHGLFW� DQG� H[SODLQ� YDULDWLRQV� LQ� &('�� 6XFK� D� SHUVSHFWLYH� VXJJHVWV�� IRU�H[DPSOH�� WKDW� WKH�RYHUDOO�JRDO�RI�PDQDJHPHQW�ZLOO�EH�WR�NHHS�WKH�RUJDQL]DWLRQ�RQ�FRXUVH�LQ�WHUPV� RI� LWV� VWUDWHJLF� JRDO�V��� EXW� WKDW� WKH� LQWHUHVWV� RI� VWDNHKROGHU� JURXSV� ZLOO� DOVR� UHFHLYH�DWWHQWLRQ� DFFRUGLQJ� WR� WKH� GHJUHH� WR� ZKLFK� VXFK� JURXSV� DUH� LPSRUWDQW� WR� WKH� EXVLQHVV�RUJDQL]DWLRQ�LQ�WHUPV�RI�DFKLHYLQJ�LWV�SULPDU\�JRDOV�V��)URP�D�µFODVVLFDO¶��L�H��0DU[LDQ��SROLWLFDO�HFRQRP\�SHUVSHFWLYH�� WKLV�IUDPHZRUN�LV�H[SOLFLWO\�ERXUJHRLV�� 5DWKHU� WKDQ� IRFXVLQJ� RQ� WKH� XQGHUO\LQJ� LQVWLWXWLRQDO� SRZHU� DV\PPHWULHV� DQG�V\VWHPLF� LQHTXDOLWLHV� ZKLFK DUH� DUJXHG� WR� EH� DW� WKH� KHDUW� RI� FRQIOLFW� EHWZHHQ� WKH� YDULRXV�IDFWLRQV�WKDW�PDNH�XS�D�VRFLHW\��WKH�067�OHQV�WKURXJK�ZKLFK�WKH�ZRUOG�LV�FRQVWUXFWHG�IRFXVHV�RQ� WKH� PDQDJHPHQW� RI� WKH� RUJDQL]DWLRQ� ZKR�� IURP� D� VWUDWHJLF� SHUVSHFWLYH�� DUH� FRQFHUQHG�SULPDULO\� ZLWK� HQVXULQJ� WKH� FRQWLQXHG� VXFFHVV� RI� WKH� FRPSDQ\� �VHH�� IRU� H[DPSOH�� %RZLH�������� &DUUROO�� ������ 'RQDOGVRQ� DQG� 3UHVWRQ�� ������ )UHHPDQ�� ������ *RRGSDVWHU�� ������0LWURII�� ������ 6DYDJH�HW� DO��� ������:HLVV�� ������� ,W� LV� LQ� WKLV� FRQWH[W� WKDW� VWDNHKROGHUV� DUH�VHHQ�DV�LPSRUWDQW��JLYHQ�WKDW�DQ�RUJDQL]DWLRQ¶V�FRQWLQXHG�VXFFHVV�LV�UHJDUGHG�DV�GHSHQGHQW�RQ�WKH� VXSSRUW� DQG� DSSURYDO� RI� VWDNHKROGHUV� DQG� WKDW�� ZKHUH� QHFHVVDU\�� WKH� DFWLYLWLHV� RI� WKH�RUJDQL]DWLRQ�ZLOO�EH�DGDSWHG�WR�ZLQ�WKDW�DSSURYDO��*UD\�HW�DO�������E���+RZHYHU��IURP�D�QHR�SOXUDOLVW� SHUVSHFWLYH�� VRPH� VWDNHKROGHUV� ZLOO� KDYH� PRUH� SRZHU� DQG� LQIOXHQFH� RQ� DQ�RUJDQL]DWLRQ� WKDQ� RWKHUV�� &RQVHTXHQWO\�� DQ� RUJDQL]DWLRQ¶V� LQWHUDFWLRQ� ZLWK� LWV� YDULRXV�VWDNHKROGHU�JURXSV�ZLOO�QRW�EH�FRQVLVWHQW�DFURVV�DOO�VXFK�JURXSV��5DWKHU�� WKH�PRUH�SRZHUIXO�WKH� VWDNHKROGHU� JURXS�� WKH�PRUH� HIIRUWV�ZLOO� EH� XQGHUWDNHQ� E\� WKH� EXVLQHVV� RUJDQL]DWLRQ� WR�JDLQ� WKHLU� VXSSRUW� DQG� DSSURYDO�� &ODUNVRQ� �������� IRU� H[DPSOH�� DUJXHV� WKDW� D� EXVLQHVV�RUJDQL]DWLRQ¶V�FRQWLQXHG�VXUYLYDO�GHSHQGV�RQ� LWV�DELOLW\� WR FUHDWH�VXIILFLHQW�ZHDOWK��YDOXH�RU�VDWLVIDFWLRQ� IRU� LWV� µSULPDU\¶ VWDNHKROGHUV�� VXJJHVWLQJ� WKDW� WKHVH� SULPDU\� VWDNHKROGHUV� DUH�OLNHO\�WR�EH�SHUFHLYHG�DV�PRUH�LPSRUWDQW�WKDW�RWKHU�µVHFRQGDU\¶�VWDNHKROGHUV��&ODUNVRQ¶V�OLVW�RI� SULPDU\� VWDNHKROGHUV� LV�� KRZHYHU�� TXLWH� EURDG�� EHLQJ� FRPSULVHG� RI� VKDUHKROGHUV� DQG�LQYHVWRUV��HPSOR\HHV��FXVWRPHUV��DQG�VXSSOLHUV��DV�ZHOO�DV�µWKH�SXEOLF�VWDNHKROGHU�JURXS¶��WKH�ODWWHU� EHLQJ� GHILQHG� DV� WKH� JRYHUQPHQW� DQG� FRPPXQLWLHV� WKDW� SURYLGH� LQIUDVWUXFWXUHV� DQG�PDUNHWV�ZKRVH� ODZV�PXVW�EH�REH\HG�DQG� WR�ZKRP�WD[HV�DQG�RWKHU�REOLJDWLRQV�PD\�EH�GXH��7KLV� QRWLRQ� RI� µSULPDU\¶� VWDNHKROGHUV� LV� TXLWH� FRPPRQ� LQ� WKH� OLWHUDWXUH� �VHH� DOVR� &RKHQ�������� 'RQDOGVRQ� DQG� 3UHVWRQ�� ������ )UHHPDQ�� ������ DQG� LV� VXSSRUWHG� E\� FDVH� VWXG\�H[DPSOHV� ZKHUH� PDQDJHPHQW� KDV� FOHDUO\� FKRVHQ� WR� IRFXV� RQ� SULYLOHJLQJ� WKH� LQWHUHVWV� RI�FHUWDLQ�VWDNHKROGHU�JURXSV�RYHU�RWKHUV��VHH��IRU�H[DPSOH��6PLWK���������&DUUROO� ������� DOVR� GLVWLQJXLVKHV� EHWZHHQ� µSULPDU\¶� DQG� µVHFRQGDU\¶� VWDNHKROGHUV�� SULPDU\�VWDNHKROGHUV�EHLQJ�GHILQHG�DV� WKRVH�ZKR�KDYH�D� IRUPDO��RIILFLDO��RU�FRQWUDFWXDO�UHODWLRQVKLS��ZLWK� DOO� RWKHUV� EHLQJ� FODVVLILHG� DV� VHFRQGDU\��+RZHYHU��&DUUROO� DUJXHV� WKDW�PDQDJHUV�PXVW�VWLOO�FRQVLGHU�WKH�LQWHUHVWV�RI�VHFRQGDU\�VWDNHKROGHUV�EHFDXVH�RI�WKHLU�DELOLW\�WR�LQIOXHQFH�WKH�HIIHFWLYHQHVV� RI� WKH� ILUP�� HLWKHU� SRVLWLYHO\� RU� QHJDWLYHO\�� ,Q� WKH� FRQWH[W� RI� &65�� WKH�
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µVWDNHKROGHU¶� ZDV� VHHQ� DV� ORQJ� DJR� DV� ����� DV� ³«� WKH� QHZ� DULVWRFUDW� WR� UHSODFH� WKH�PRQDUFKLFDO� VKDUHKROGHU�«�ZLWK�YHVWHG� LQWHUHVWV�DW� OHDVW� HTXDO� WR� WKRVH�RI� WKH�VKDUHKROGHU´��/HVVHP� ������ S������� +RZHYHU�� /HVVHP� ZDV� VFHSWLFDO� DERXW� WKH� H[WHQW� WR� ZKLFK� WKHVH�LQWHUHVWV� ZRXOG� PRYH� EH\RQG� D� PHUH� µEOLQNHU¶� DQG� VKLIW� WKH� EDODQFH� DZD\� IURP� ILQDQFLDO�SULPDF\�DQG�HFRQRPLF�VLQJOH�PLQGHGQHVV�«�WKH�EOLQNHU�WKDW�KDV�FRPH�LQ�LWV�SDWK�LV WKH�RQH�RI�³SHULSKHUDO�FRQFHUQ´��,Q�RWKHU� ZRUGV�� QR� EXVLQHVVPDQ� FDQ� LJQRUH� VXFK� LVVXHV� DV� SROOXWLRQ� FRQWURO��PLQRULW\�KLULQJ�DQG�FKDULWDEOH�FRQWULEXWLRQV� WR� WKH�FRPPXQLW\��EXW� WKHVH�DUH�VHHQ�DV�HVVHQWLDOO\�SHULSKHUDO�WR�WKH�PDLQVWUHDP�RI�WKH�FRPSDQ\¶V�EXVLQHVV��«�$OO�WRR�TXLFNO\��WKHQ��DQ�DFFHSWHG�VHW�RI�³VRFLDO�FRQFHUQV´�KDV�FUHSW�LQWR�ERWK�WKHRU\�DQG�SUDFWLFH��DORQJ�ZLWK�D�VWDNHKROGHU�SKLORVRSK\�WR�EDFN�LW�XS��7KLV��SHUKDSV��LV�WKH�JUHDWHVW�EOLQNHU�RI�WKHP�DOO �/HVVHP�������S������7KH�QRWLRQ�WKDW�WKH�UHODWLYH�LPSRUWDQFH�RI�VWDNHKROGHUV�WR�D�ILUP�LQIOXHQFHV�ILUP�EHKDYLRXU�LV�FRPPRQ� WR� PDQ\� VWXGLHV� �VHH�� IRU� H[DPSOH�� $QVRII�� ������ &DUUROO�� ������ )UHHPDQ�� ������������ ������ *UD\� HW� DO��� ������ ������ 0F*XLUH� HW� DO��� ������ 3IHIIHU� DQG� 6DODQFLN�� ������5REHUWV�� 5��� ������ 6WXUGLYDQW�� ������ 7KRPVRQ�� ������ 8OOPDQQ�� ������� -DZDKDU� DQG�0F/DXJKOLQ� �������� IRU� H[DPSOH�� VKRZ� WKDW� DW� DQ\� JLYHQ� RUJDQL]DWLRQDO� OLIH�F\FOH� VWDJH��FHUWDLQ�VWDNHKROGHUV��EHFDXVH�RI�WKHLU�SRWHQWLDO�WR�VDWLVI\�FHUWDLQ�FULWLFDO�RUJDQL]DWLRQDO�QHHGV�ZLOO�EH�PRUH�LPSRUWDQW�WR�WKH�RUJDQL]DWLRQ�WKDQ�RWKHUV��-DZDKDU�DQG�0F/DXJKOLQ�VXJJHVW�WKDW�WKH� VWUDWHJLHV� DQ� RUJDQL]DWLRQ� XVHV� WR� GHDO� ZLWK� PXOWLSOH� VWDNHKROGHUV� FKDQJH� DV� WKH�RUJDQL]DWLRQ� HYROYHV� WKURXJK� WKH� VWDJHV� RI� IRUPDWLRQ�� JURZWK�� PDWXULW\�� DQG� GHFOLQH� RU�UHYLYDO�� 6LPLODUO\�� LQ� WKH� FRQWH[W� RI�&65��*UD\�HW� DO�� �������S����� VXJJHVW� WKDW� VWDNHKROGHU�WKHRU\�³«�HQFRXUDJHV�XV�WR�LQWHUSUHW�H[DPSOHV�RI�YROXQWDULO\�GLVFORVHG�&65�DV�LQGLFDWLYH�RI�ZKLFK� VWDNHKROGHUV�PDWWHU�PRVW� WR� DQ� RUJDQL]DWLRQ� DQG�� WKXV�� WKRVH�ZKLFK� WKH� RUJDQL]DWLRQ�PD\�EH�VHHNLQJ�WR�LQIOXHQFH�´�,W�LV�WKLV�LQWHUSUHWDWLRQ�ZKLFK�XQGHUOLHV�PXFK�RI�WKH�HPSLULFDO�VWXGLHV�WKDW�KDYH�HPSOR\HG�WKH�VWDNHKROGHU�FRQFHSW�WR�H[SORUH�WKH�QDWXUH�DQG�FDXVHV�RI�&65��0DXQGHUV�DQG�%XUULWW���������IRU�H[DPSOH��DUJXH�WKDW�GXH�WR�DQ�XQHYHQ�GLVWULEXWLRQ�RI�SRZHU�DPRQJVW� WKH� YDULRXV� VWDNHKROGHU� JURXSV�� FHUWDLQ� JURXSV�� EHLQJ� WKRVH� WKDW� WKH� FRPSDQ\�SHUFHLYHV� DV� EHLQJ� UHODWLYHO\� LPSRUWDQW�� ZLOO� UHFHLYH� PRUH� DQG� EHWWHU� HQYLURQPHQWDO�LQIRUPDWLRQ��$Q� HVVHQWLDO� IHDWXUH� EURXJKW� RXW� E\� WKLV� OLWHUDWXUH� LV� WKDW� YROXQWDU\� &('� VHUYHV� D� PXFK�EURDGHU�IXQFWLRQ�WKDQ�PHUHO\�WR�LQIRUP��5DWKHU��LQ�PXFK�WKH�VDPH�ZD\�DV�SURGXFW�DGYHUWLVLQJ��LW�LV�XVHG�WR�SHUVXDGH E\�VKDSLQJ��FRORXULQJ��GHILQLQJ�DQG�JLYLQJ�VSHFLILF�FRQWH[W�WR�WKH�VRFLDO�LQWHUFRXUVH�ZKLFK� WDNHV�SODFH�EHWZHHQ�DQ�RUJDQL]DWLRQ�DQG� LWV�YDULRXV�VWDNHKROGHUV��,QGHHG��WKHUH�LV�FRQVLGHUDEOH�HYLGHQFH�WR�VXSSRUW�WKH�YLHZ�WKDW�DQQXDO�UHSRUWV�WR�VKDUHKROGHUV�DUH�XVHG�WR� LQIOXHQFH� WKH� H[WHUQDO� GHPDQGV�� H[SHFWDWLRQV� DQG�EDUJDLQLQJ�SRVLWLRQV�RI�PDQ\�GLIIHUHQW�VWDNHKROGHU� JURXSV�� QRW� MXVW� VKDUHKROGHUV� �VHH�� IRU� H[DPSOH��0LWQLFN�� ������ )UHHGPDQ� DQG�:DVOH\�� ������&UDIW�� ������ ������ )ROH\� DQG�0DXQGHUV�� ������0DXQGHUV� DQG�)ROH\�� �������7KH�SUHPLVH�IRU�VXFK�GLVFORVXUHV�LV�DVVXPHG�WR�EH��EDVHG�RQ WKH�DERYH�DQDO\VLV��D�PHDQV�E\�ZKLFK� PDQDJHPHQW� VHHNV� WR� LQIOXHQFH� WKH� SHUFHSWLRQV� RI� DQ� RUJDQL]DWLRQ¶V� VWDNHKROGHUV��+HQFH�� WKH� SUHVHQW� VWXG\� GRHV� QRW� VHHN� WR� GLVFRYHU� ZKHWKHU� PDQDJHUV� EHKDYH� DV� LI�VWDNHKROGHUV�KDYH�PRUDOO\�RU�HWKLFDOO\�YDOLG�FODLPV�RQ�WKH�ILUP��IRU�DQ�H[DPSOH�RI�WKLV�W\SH�RI�UHVHDUFK��VHH�&ODUNVRQ���������5DWKHU��067�WDNHV��DV�D�EDVLF�VWDUWLQJ�SRLQW��WKH�EURDG�LI�UDWKHU�YDJXH�SRVLWLRQ�RIIHUHG�E\�%UHQQHU�DQG�&RFKUDQ��������
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7KH�VWDNHKROGHU�WKHRU\�RI�WKH�ILUP�SRVLWV�WKDW�WKH�QDWXUH�RI�DQ�RUJDQL]DWLRQ¶V�VWDNHKROGHUV��WKHLU�YDOXHV��WKHLU�UHODWLYH�LQIOXHQFH�RQ�GHFLVLRQV�DQG�WKH�QDWXUH�RI� WKH� VLWXDWLRQ� DUH� DOO� UHOHYDQW� LQIRUPDWLRQ� IRU� SUHGLFWLQJ� RUJDQL]DWLRQDO�EHKDYLRXU �S������$V�QRWHG�LQ�WKH�UHYLHZ�RI�SULRU�&65�UHVHDUFK�LQ�&KDSWHU����WKH�UHODWLRQVKLS�EHWZHHQ�FRUSRUDWH�VRFLDO�GLVFORVXUH�DQG�ILQDQFLDO��HFRQRPLF�DQG�VRFLDO�SHUIRUPDQFH��GHVSLWH�H[WHQVLYH�HPSLULFDO�ZRUN�� LV� LQFRQFOXVLYH� �8OOPDQQ�� ������*ULIILQ� DQG�0DKRQ�� ������:RRG�� DQG� -RQHV�� �������8OOPDQQ� ������� VXJJHVWV� WKDW� UDWKHU� WKDQ� H[SORULQJ� WKH� H[LVWHQFH� DQG� GLUHFWLRQ� RI� WKHVH�SXWDWLYH�FRUUHODWLRQV��UHVHDUFKHUV�VKRXOG�VHDUFK�IRU�WKH�PLVVLQJ�HOHPHQW�ZKLFK��ZKHQ�LQFOXGHG�LQ�WKH�PRGHO��ZRXOG�KHOS�WR�H[SODLQ�WKH�³«�YDU\LQJ�QDWXUH�RI�WKH�UHODWLRQVKLSV�DPRQJ�VRFLDO�GLVFORVXUH� DQG� VRFLDO� DQG� HFRQRPLF� SHUIRUPDQFH�� WKHUHE\�PDNLQJ� LW� SRVVLEOH� WR� IRUHFDVW� WKH�FLUFXPVWDQFHV� XQGHU� ZKLFK� FRUUHODWLRQV� DQG� WKHLU� GLUHFWLRQ� FDQ� EH� H[SHFWHG´� �S������� 7KH�µPLVVLQJ� HOHPHQW¶�� DFFRUGLQJ� WR� 8OOPDQQ�� LV� FRUSRUDWH� VWUDWHJ\�� L�H�� WKH� VWUDWHJ\� ZKLFK�FRPSOH[� RUJDQL]DWLRQV� DGRSW� IRU� FRSLQJ� ZLWK� WKHLU� RSHUDWLQJ� HQYLURQPHQW�� 7KHUH� LV� VRPH�HYLGHQFH� LQ� SULRU� &65� UHVHDUFK� WR� VXJJHVW� WKDW� FRUSRUDWH� VWUDWHJ\� PD\� EH� DQ� LPSRUWDQW�HOHPHQW� LQIOXHQFLQJ� FRUSRUDWH� EHKDYLRXU� LQ� JHQHUDO� DQG� VRFLDO� GLVFORVXUH� LQ� SDUWLFXODU��%RZPDQ� DQG� +DLUH� ������� LQ� UHSRUWLQJ� D� 8�VKDSHG� FRUUHODWLRQ� EHWZHHQ� HFRQRPLF�SHUIRUPDQFH� DQG� HQYLURQPHQWDO� SHUIRUPDQFH� �L�H�� WKDW� PLGGOH�UDQJH� SROOXWHUV� RXWSHUIRUP�HFRQRPLFDOO\�WKH�EHVW�DQG�ZRUVW�SROOXWHUV���SURYLGHG�HYLGHQFH�ZKLFK�VXJJHVWV� WKDW�PDQDJHUV�DUH�FRQIURQWHG�ZLWK�D�UHVRXUFH�DOORFDWLRQ�GLOHPPD�LQ�FKRRVLQJ�EHWZHHQ�YDULRXV�GLPHQVLRQV�RI�HIIHFWLYHQHVV� �H�J�� HFRQRPLF�� HQYLURQPHQWDO�� VRFLDO�� HWKLFDO�� HWF��� IRU� VXFFHVVIXOO\�PDQDJLQJ�WKHLU�RSHUDWLQJ�HQYLURQPHQWV��%XW� KRZ� GR� RUJDQL]DWLRQV� FKRRVH� ZKLFK� GLPHQVLRQV� RI� HIIHFWLYHQHVV� WR� IRFXV� RQ"� 7KLV� LV�ZKHUH� WKH� FRQWULEXWLRQ� RI� RUJDQL]DWLRQDO� WKHRULVWV�� SDUWLFXODUO\� WKRVH�ZRUNLQJ�ZLWKLQ� D� QHR�SOXUDOLVW�SHUVSHFWLYH�RQ�WKH�UHVROXWLRQ�RI�FRQIOLFWV�EHWZHHQ�GLIIHUHQW�IDFWLRQV�ZLWKLQ�D�VRFLHW\�LV� VHHQ� WR� KDYH� SDUWLFXODU� UHOHYDQFH��7KRPSVRQ� �������� IRU� H[DPSOH�� VXJJHVWV� WKDW� FRPSOH[�RUJDQL]DWLRQV� DUH� VHOHFWLYH� DERXW� ZKLFK� IDFWLRQV� ZLWKLQ� VRFLHW\� WKH\� SULYLOHJH�� QRW� RQO\� LQ�WHUPV�RI�WKHLU�UHFRJQLWLRQ��EXW�DOVR�LQ�UHODWLRQ�WR�ZKDW�DFWLRQV�WKH\�WDNH�WR�DFKLHYH�DQ�RSWLPDO�UHODWLRQVKLS� ZLWK� WKHVH� JURXSV�� ,PSRUWDQWO\�� 7KRPSVRQ� DUJXHV� WKDW� UDWLRQDO� FRPSOH[�RUJDQL]DWLRQV� FKRRVH� WR� EH� PRVW� DOHUW� WR� DQG� SODFH� HPSKDVLV� RQ� WKRVH� HIIHFWLYHQHVV� LVVXHV�ZKLFK� DUH� PRVW� YLVLEOH� WR� LPSRUWDQW� HOHPHQWV� ZLWKLQ� WKH� WDVN� HQYLURQPHQW�� %XW� ZKDW�GHWHUPLQHV� µLPSRUWDQFH¶"�3IHIIHU�DQG�6DODQFLN���������IRU�H[DPSOH��VXJJHVW� WKDW�VWDNHKROGHU�JURXS�LPSRUWDQFH�GHULYHV�IURP�WKHLU�SRZHU�WR�FRQWURO� WKH�UHVRXUFHV�WKDW�DUH�LPSRUWDQW�WR�WKH�RUJDQL]DWLRQ��7KLV�SHUVSHFWLYH� LV�EDVHG�RQ� WKH�DUJXPHQW� WKDW� WKH� VXUYLYDO�RI�DQ�RUJDQL]DWLRQ�GHSHQGV� RQ� WKH� H[WHQW� WR� ZKLFK� LW� LV� µHIIHFWLYH¶�� LQWHU� DOLD�� LQ� PDQDJLQJ� WKH� FRQIOLFWLQJ�GHPDQGV� RI� LQWHUHVW� JURXSV� ZKR� KDYH� SRZHU� RYHU� WKH� UHVRXUFHV� DQG� VXSSRUW� ZKLFK� WKH�RUJDQL]DWLRQ� GHSHQGV� XSRQ�� 6LJQLILFDQWO\�� WKLV� µUHVRXUFH�GHSHQGHQFH¶� SHUVSHFWLYH�� �VHH� IRU�H[DPSOH�� )URRPDQ�� ������ 0LOHV�� ������ 0LWFKHOO� HW� DO��� ������ 3IHIIHU� DQG� 6DODQFLN�� ������-DZDKDU�DQG�0F/DXJKOLQ��������LV�VHHQ�DV�WDNLQJ�SODFH�ZLWKLQ�D�WZR�ZD\�V\VWHP�RI�H[FKDQJH��VHH�)LJXUH�����DERYH��ZKLFK�LQYROYHV�D�SURFHVV�RI�QHJRWLDWLRQ�DQG�EDUJDLQLQJ�IRU�PRQHWDU\�DV�ZHOO� DV� QRQ�PRQHWDU\� UHVRXUFHV� �H�J�� SK\VLFDO� UHVRXUFHV�� LQIRUPDWLRQ�� HWF��� DQG� VRFLDO�OHJLWLPDF\�%HFDXVH� RUJDQL]DWLRQV� DUH� QRW� VHOI�FRQWDLQHG� RU� VHOI�VXIILFLHQW�� WKH�HQYLURQPHQW� PXVW� EH� UHOLHG� XSRQ� WR� SURYLGH� VXSSRUW�� )RU� FRQWLQXLQJ� WR�
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SURYLGH� ZKDW� WKH� RUJDQL]DWLRQ� QHHGV�� WKH� H[WHUQDO� JURXSV� RU� RUJDQL]DWLRQV�PD\� GHPDQG� FHUWDLQ� DFWLRQV� IURP� WKH� RUJDQL]DWLRQ� LQ� UHWXUQ �3IHIIHU� DQG�6DODQFLN�������S�����,W� LV� WKLV�GHSHQGHQF\�RI�RUJDQL]DWLRQV�RQ�VWDNHKROGHU�JURXSV�IRU�ERWK�UHVRXUFHV�DQG�VXSSRUW�WKDW�LV�VHHQ�DV�FUHDWLQJ�D�FRQWH[W�LQ�ZKLFK�RUJDQL]DWLRQV�PXVW HQJDJH�LQ�D�QHJRWLDWLRQ�SURFHVV�LI� WKH\� DUH� WR� VXUYLYH�� )URP� DQ� LQVWUXPHQWDOLVW� SRVLWLRQ�� IRU� H[DPSOH�� WKRVH� RUJDQL]DWLRQV�ZKLFK�DUH�PRVW�HIIHFWLYH�LQ�WKLV�QHJRWLDWLRQ�SURFHVV�ZLOO��LW�LV�DUJXHG��EH�WKH�PRVW�VXFFHVVIXO�LQ� WHUPV�RI�PHHWLQJ� WKH�JRDOV�ZKLFK�DQ�RUJDQL]DWLRQ¶V�PDQDJHPHQW�VHWV�IRU� LWVHOI��ZKDWHYHU�WKRVH�JRDOV�PD\�EH��3IHIIHU�DQG�6DODQFLN���������+RZHYHU��EXVLQHVV�RUJDQL]DWLRQV�DUH�VHHQ�DV�KDYLQJ� VRPH� GHJUHH� RI� ODWLWXGH� LQ� WHUPV� RI� WKH� YDULRXV� GHPDQGV� DQG� H[SHFWDWLRQV� RI� WKH�GLIIHUHQW� VWDNHKROGHU� JURXSV�� 7KLV� LPSOLHV� WKDW� VXFK� RUJDQL]DWLRQV� ZLOO� DGRSW� GLIIHUHQW�QHJRWLDWLRQ� VWUDWHJLHV� IRU� GHDOLQJ� ZLWK� HDFK� VWDNHKROGHU� JURXS�� LQFOXGLQJ� SUR�DFWLRQ��DFFRPPRGDWLRQ�� GHIHQFH� DQG� UHDFWLRQ� �%XUNH� HW� DO��� ������ &DUUROO�� ������ &ODUNVRQ�� ������������ *DWHZRRG� DQG� &DUUROO�� ������ 0F$GDP�� ������� $� UHDFWLYH� UHVSRQVH�� IRU� H[DPSOH��LQYROYHV� DGRSWLQJ� DQ� DQWDJRQLVWLF� SRVWXUH� µILJKWLQJ� DOO� WKH� ZD\¶� DQG� QRW� JLYLQJ� LQ� WR�VWDNHKROGHUV¶� GHPDQGV�� ZKHUHDV� D� SURDFWLYH� UHVSRQVH� LQYROYHV� EHLQJ� PRUH� FRQFLOLDWRU\�WRZDUGV�VWDNHKROGHU�JURXSV��UHVXOWLQJ�LQ�SDUWLDO�RU�WRWDO�IXOILOPHQW�RI�WKHLU�GHPDQGV��+RZHYHU��VXFK� DQ� DSSURDFK� LV� PDGH� GLIILFXOW� EHFDXVH� RI� WKH� QHHG� IRU� HQVXULQJ� VRPH� GHJUHH� RI�XQDQLPLW\� DPRQJVW� WKH�PRUH� SRZHUIXO� VWDNHKROGHU� JURXSV� DV� WR�ZKDW� FRQVWLWXWHV� FRUSRUDWH�VRFLDO�UHVSRQVLELOLW\��LQFOXGLQJ�DJUHHPHQW�RQ�IDFWV��YDOXHV�DQG�PHDQV��:DGGRFN�DQG�0DKRQ���������&ODUNVRQ� �������� IRU� H[DPSOH�� DUJXHV� WKDW�PDQDJHUV� IDFH�GLIILFXOWLHV� LQ� HYDOXDWLQJ� D�FRPSDQ\¶V�SHUIRUPDQFH�DJDLQVW�VWDNHKROGHU�GHPDQGV�EHFDXVH�RI�WKH�ODFN�RI�PHFKDQLVPV�DQG�SULQFLSOHV�E\�ZKLFK�WKH�PDQDJHPHQW�RI�VWDNHKROGHU�LVVXHV�FDQ�EH�TXDQWLILHG�RU�PHDVXUHG�LQ�VXFK� D� ZD\� DV� WR� VDWLVI\� DFFRXQWDQWV�� PDQDJHUV� RU� WKH� JHQHUDO� SXEOLF�� &RQVHTXHQWO\�� WKH�SUDFWLFDO� GLIILFXOWLHV� LQYROYHG� LQ� DFKLHYLQJ� OHYHOV� RI� VRFLDO� SHUIRUPDQFH� ZKLFK� VDWLVILHV�HYHU\ERG\� LPSO\� WKDW�PDQDJHPHQW�PD\� VHHN� WR�PDQDJH� VWDNHKROGHU� UHODWLRQV� E\�PDQDJLQJ�WKHLU� LPSUHVVLRQV RI� WKH� RUJDQL]DWLRQ� UDWKHU� WKDQ� PDQDJLQJ� WKH� RUJDQL]DWLRQ¶V� VRFLDO�SHUIRUPDQFH��8OOPDQQ��������+HQFH��ZKLOVW� LW� LV�FHUWDLQO\�SRVVLEOH�IRU�D�FRPSDQ\�WR�XVH�&('�DV�D�PHDQV�RI�UHSRUWLQJ�RQ�DFWXDO� HQYLURQPHQWDO� SHUIRUPDQFH�� WKH� DUJXPHQW� HPSOR\HG�KHUH� LV� WKDW� DQ� DQDO\VLV� RI�&('�PD\� EH� H[SORUHG� LQ� WHUPV� RI� WKH� UHODWLYH� LPSRUWDQFH� RI� YDULRXV� VWDNHKROGHUV� WR� WKH�RUJDQL]DWLRQ� DV� D� ZKROH�� &('� EHLQJ� XVHG� DV� SDUW� RI� D� PDQDJHPHQW� VWUDWHJ\� WR� PDQDJH�VWDNHKROGHU� JURXSV�ZLWKLQ� D� SURFHVV� RI� QHJRWLDWLRQ� LQ� D� QHR�SOXUDOLVW� FRQWH[W���� 7KH� XVH� RI�&('�LQ�WKLV�ZD\�LV�FRQVLVWHQW�ZLWK�SULRU�&65�UHVHDUFK�ZKLFK�VXJJHVWV�WKDW�RUJDQL]DWLRQV�GR�QRW� UHVSRQG� WR� LQGLYLGXDO� VWDNHKROGHUV� EXW�� UDWKHU�� DGGUHVV� WKH� VLPXOWDQHRXV� GHPDQGV� RI�PXOWLSOH� VWDNHKROGHUV� �5RZOH\�� �������$V� VXFK�� D� VLJQLILFDQW� GLIIHUHQFH� H[LVWV� EHWZHHQ� WKH�067�DSSURDFK DV�DGRSWHG�LQ�WKH�SUHVHQW�VWXG\�DQG�WKH�XVH�RI�WKH�VWDNHKROGHU�FRQFHSW�IRU�WKH�DQDO\VLV� RI� FRUSRUDWH� VRFLDO� DQG� HQYLURQPHQWDO�SHUIRUPDQFH�� 7KH� ODWWHU� DSSURDFK� �VHH�� IRU�H[DPSOH�� $&&$� 	� $VSLQZDOO�� ������ (QJOHGRZ�� ������ &KXUFKLOO�� ������ -DJJL� DQG� =KDR�������� .RON�� ������ .30*�� ����E�� 0RQHYD� DQG� /OHQD�� ������ 1LVNDOD� DQG� 1lVL�� ������:RRGZDUG��������������������LV�JHQHUDOO\�FRQFHUQHG�ZLWK�WKH�H[WHQW�WR�ZKLFK�&65�PHHWV�RU�VKRXOG�PHHW�WKH�LQIRUPDWLRQ�ZDQWV�DQG�RU�QHHGV�RI�WKH�YDULRXV�VWDNHKROGHU�JURXSV��$V�VXFK��WKHUH� LV� DVVXPHG� WR� EH� VRPH� IRUP� RI� DFFRXQWDELOLW\� RU� GHFLVLRQ�XVHIXOQHVV� IXQFWLRQ�XQGHUO\LQJ� WKH�FRUSRUDWH� UHSRUWLQJ�SURFHVV��:KLOVW� WKLV�PD\�EH� WUXH� LQ� WKH�FDVH�RI� WKH�PRUH�
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SURJUHVVLYH� HQYLURQPHQWDO� UHSRUWHUV� �VHH�� IRU� H[DPSOH�� WKH� UDQNLQJV� SURYLGHG� E\�6XVWDLQ$ELOLW\�81(3�� ����D�� E�� ������� UHYLHZV� RI� SULRU� &65� UHVHDUFK� �VHH� LQ� &KDSWHU� ���VXJJHVWV� WKDW� WKH�YDVW�PDMRULW\�RI� VXFK� UHSRUWLQJ� LV�JHQHUDOO\�RI� ORZ�TXDOLW\�ZLWK�YHU\� OLWWOH�GLVFORVXUH� WKDW� ZRXOG� EH� FRQVLGHUHG� µLQIRUPDWLRQ¶� LQ� WKH� QRUPDO� VHQVH� RI� WKH ZRUG� �*UD\���������,W�LV�DOVR�NQRZQ�IURP�RWKHU�VWXGLHV�WKDW�FRPSDQLHV�DUH�VHOHFWLYH�LQ�WKH�W\SHV�RI�VRFLDO�SHUIRUPDQFH� WKH\� HPSKDVL]H� �.HGLD� DQG� .XQW]�� ������� 7KLV� LVVXH� ZDV� DOVR� DSSDUHQW� WR�81(3�6XVWDLQ$ELOLW\������D��E��LQ�LWV�UHYLHZ�RI�WKH�XVHIXOQHVV�RI�HQYLURQPHQWDO�UHSRUWLQJ�E\�ODUJH�LQWHUQDWLRQDO�FRPSDQLHV�LQ�WKH�HDUO\�SDUW�RI�WKH�����V�«WKHUH� LV� D� PLVPDWFK� «� FRPSDQLHV� DUH� VWLOO� WUHDWLQJ� WKH� &(5� >FRUSRUDWH�HQYLURQPHQW�UHSRUW@�SULPDULO\�DV�D�SXEOLF�UHODWLRQV�YHKLFOH�± IRU�UHDVVXUDQFH�DQG�µIHHO�JRRG¶�LPDJH�EXLOGLQJ�± ZKHUHDV�VWDNHKROGHUV�DUH�LQFUHDVLQJO\�XVLQJ�&(5V�DV�D�PHDQV�RI�FRPSDULQJ�DQG�GLIIHUHQWLDWLQJ�EHWZHHQ�FRPSDQLHV�RQ�WKH�EDVLV�RI�KDUG�SHUIRUPDQFH�GDWD �S����+HQFH�� IRU� WKH� SXUSRVHV� RI� WKH� SUHVHQW� VWXG\�� &65�&('� LV� LQWHUSUHWHG� DV� EHLQJ� XVHG�E\�PDQDJHPHQW� SULPDULO\� IRU� PDQDJLQJ� WKH� EXVLQHVV� RUJDQL]DWLRQ¶V� UHODWLRQV� ZLWK� YDULRXV�VWDNHKROGHU� JURXSV� UDWKHU� WKDQ� LQIRUPLQJ� WKHP� DERXW� LWV� HQYLURQPHQWDO� SHUIRUPDQFH����8OOPDQQ��������SURYLGHV�RQH�RI�WKH�HDUOLHVW�DWWHPSWV�ZLWKLQ�WKH�&65�OLWHUDWXUH�WR�GHYHORS�D�PRGHO� IRU� H[SODLQLQJ� VRFLDO� GLVFORVXUH� EDVHG� XSRQ� WKH�PDQDJHULDOLVW� PRGHO� RI� VWDNHKROGHU�WKHRU\� XQGHU� ZKLFK�� HPSOR\LQJ� )UHHPDQ� ������� DQG� RWKHUV¶� DSSURDFK� WR� VWUDWHJLF�PDQDJHPHQW�� FRQIOLFWLQJ� H[WHUQDO� GHPDQGV� RQ� WKH� ILUP� DUH� QHJRWLDWHG� E\� WKH� XVH�RI� &65�DFWLYLWLHV��LQFOXGLQJ�&65����(VVHQWLDOO\��WKH�PDQDJHPHQW�RI�WKHVH�VWDNHKROGHU�UHODWLRQVKLSV�LV�VHHQ�E\�8OOPDQQ�DV�D�SURFHVV�RI�³«�PDQDJLQJ�GHSHQGHQFH�UHODWLRQVKLSV�«´��S�������ZKLFK�LV�VDLG�WR�UHTXLUH�DQ�XQGHUVWDQGLQJ�WKUHH�LVVXHV��L� ZKR DUH�WKH�VWDNHKROGHUV�DQG�ZKDW�DUH�WKH�SHUFHLYHG�VWDNHV"�LL� ZKDW DUH�WKH�RUJDQL]DWLRQDO�SURFHVVHV�XVHG�WR�HLWKHU�LPSOLFLWO\�RU�H[SOLFLWO\�PDQDJH�WKH�RUJDQL]DWLRQ¶V�UHODWLRQVKLSV�ZLWK�LWV�VWDNHKROGHUV��DQG�GR�WKHVH�SURFHVVHV�µILW¶�ZLWK�WKH�µUDWLRQDO¶�VWDNHKROGHU�PDS�RI�WKH�RUJDQL]DWLRQ��VHH�)LJXUH�����DERYH�"�LLL� ZKDW DUH�WKH�VHW�RI�WUDQVDFWLRQV�RU�EDUJDLQV�DPRQJ�WKH�RUJDQL]DWLRQ�DQG�LWV�VWDNHKROGHUV�DQG� GR� WKHVH� QHJRWLDWLRQV� µILW¶� ZLWK� WKH� VWDNHKROGHU� PDS� DQG� WKH� RUJDQL]DWLRQDO�SURFHVVHV�IRU�VWDNHKROGHUV��VHH�)LJXUH�����DERYH�"8OOPDQQ� ������� VRXJKW� WR� H[SODLQ� &65�� LQWHU� DOLD�� E\� UHIHUHQFH� WR�VWDNHKROGHU� SRZHU�� WKH�EDVLF�SUHPLVH�EHLQJ� WKDW� WKHUH� LV�D�SRVLWLYH� UHODWLRQVKLS�EHWZHHQ�VWDNHKROGHU�SRZHU�DQG� WKH�ILUP¶V�UHVSRQVLYHQHVV�WR�WKDW�SRZHU��LQFOXGLQJ�WKH�OHYHO�RI�&65��$�VLPLODU DQDO\VLV�ZDV�XVHG�E\�*UD\�HW�DO���������ZKHQ�H[SORULQJ�WKH�FRQFHSW�RI�VWDNHKROGHU�SRZHU�LQ�WKH�FRQWH[W�RI�&65��UDLVLQJ�WKUHH�FULWLFDO�TXHVWLRQV���L� ZKR GHILQHV�WKH�VWDNHKROGHUV"�LL� ZKR GHWHUPLQHV�WKH�SULRULWLHV�RI�WKH�RUJDQL]DWLRQ�YLV�j�YLV�WKH�FRQIOLFWLQJ�LQWHUHVWV�RI�WKH�GLIIHUHQW�VWDNHKROGHU�JURXSV"�LLL� ZKR GHFLGHV�ZKDW�LQIRUPDWLRQ�LV�WR�EH�UHSRUWHG�WR�HDFK�VWDNHKROGHU�JURXS"3RVVLEOH� DQVZHUV� WR� WKHVH� TXHVWLRQV� FDQ� DUJXDEO\� EH� IRXQG� LQ� H[SORULQJ� WKH� FRQFHSW� RI�µVWDNHKROGHU� SRZHU¶� IURP� DQ� H[SOLFLWO\� ERXUJHRLV� SHUVSHFWLYH�� L�H�� IURP� RQH� ZKLFK� LV�PDQDJHPHQW� RU�RUJDQL]DWLRQ�FHQWUHG��8OOPDQQ��������GHILQHG�VWDNHKROGHU�SRZHU�LQ�WHUPV�RI�D�SDUWLFXODU� VWDNHKROGHU¶V� DELOLW\� WR� LQIOXHQFH� WKH�EHKDYLRXU�RI� FRUSRUDWH�PDQDJHPHQW�� VXFK�
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LQIOXHQFH� EHLQJ� VHHQ� DV� D� IXQFWLRQ� RI� WKH VWDNHKROGHU¶V� GHJUHH� RI� FRQWURO� RYHU� UHVRXUFHV�UHTXLUHG�E\�WKH�FRUSRUDWLRQ��+HQFH��XQGHU�8OOPDQQ¶V�PRGHO��WKH�PRUH�FULWLFDO�D�VWDNHKROGHU¶V�UHVRXUFHV�DUH�WR�WKH�IXWXUH�YLDELOLW\�RI�WKH�FRUSRUDWLRQ��WKH�JUHDWHU�ZLOO�EH�WKH�GHJUHH�WR�ZKLFK�WKH�FRUSRUDWLRQ�PHGLDWHV�LQ�DGGUHVVLQJ�WKH�GHPDQGV�RI�VWDNHKROGHUV��)UHHPDQ��������VXJJHVWV�WKDW�PDQDJHPHQW� FDQ� UHVSRQG� WR� WKHVH� H[WHUQDO� GHPDQGV� E\� DGRSWLQJ� D� YDULHW\� RI� GLIIHUHQW�VWUDWHJLF�SRVWXUHV��LQFOXGLQJ�DQ�µDFWLYH¶�SRVWXUH�ZKLFK�GHQRWHV�D�VLWXDWLRQ�LQ�ZKLFK�PDQDJHUV�VHHN� WR� LQIOXHQFH� WKHLU� RUJDQL]DWLRQ¶V� UHODWLRQVKLS� ZLWK� LPSRUWDQW� VWDNHKROGHUV� LQ� RUGHU� WR�RSHUDWH�DW�KLJKHU�OHYHOV�RI�HIIHFWLYHQHVV��6XFK�DQ�DFWLYH�SRVWXUH�LQFOXGHV�YROXQWDU\�GLVFORVXUH�RI�&65�LQ�UHODWLRQ�WR�VRFLDO�DQG�HQYLURQPHQWDO�LVVXHV��)UHHPDQ�DOVR�DUJXHV�WKDW�DV�WKH�OHYHO�RI�VWDNHKROGHU�SRZHU�LQFUHDVHV�LW�EHFRPHV�PRUH�LPSRUWDQW�IRU�PDQDJHPHQW�WR�PHHW�WKH�GHPDQGV�RI� VWDNHKROGHUV�� 2WKHU� VWXGLHV� �VHH�� IRU� H[DPSOH�� %DUWRQ�HW� DO��� ������ &KDNUDYDUWK\�� ������&RUQHOO�DQG�6KDSLUR��������.UHLQHU�DQG�%KDPEUL��������SURYLGH�HYLGHQFH�ZKLFK�LQGLFDWH�WKDW�ILUPV� DUH� LQIOXHQFHG� E\� WKH� YLHZV� RI� D� YDULHW\� RI� VWDNHKROGHU� JURXSV� LQ� WKHLU� FRUSRUDWH�VWUDWHJ\�GHFLVLRQV�7KXV��LI�&65�LV�VHHQ�DV�DQ�HIIHFWLYH�WRRO�IRU�PDQDJLQJ�DQ�RUJDQL]DWLRQ¶V�UHODWLRQVKLS�ZLWK�LWV�VWDNHKROGHUV�� D� SRVLWLYH� DVVRFLDWLRQ� PD\� H[LVW� EHWZHHQ� VWDNHKROGHU� LPSRUWDQFH� IURP� WKH�SHUVSHFWLYH�RI� WKH�RUJDQL]DWLRQ�DQG�&65��7R�GDWH��KRZHYHU�� WKHUH�KDV�EHHQ�YHU\� OLWWOH�SULRU�UHVHDUFK�ZKLFK�H[SORUHV� WKH�DVVRFLDWLRQ�EHWZHHQ�VWDNHKROGHU�SRZHU�DQG�&65����5REHUWV� 5����������GUDZLQJ�RQ�WKH�ZRUN�RI�)UHHPDQ��������DQG�8OOPDQQ���������FDUULHG�RXW�DQ�HPSLULFDO�WHVW� RI� WKH�GHWHUPLQDQWV�RI�&65�E\�H[SORULQJ� WKH� UHODWLRQVKLS�EHWZHHQ� WKH�TXDOLW\ RI� VRFLDO�GLVFORVXUHV� �DV� UDWHG� E\� DQ� LQGHSHQGHQW� WKLUG� SDUW\�� DQG� YDULRXV� LQGHSHQGHQW� YDULDEOHV�SHUFHLYHG�DV�LQIOXHQFLQJ�VXFK�GLVFORVXUHV�LQFOXGLQJ�VWDNHKROGHU�SRZHU��5REHUWV�VHOHFWHG�WKUHH�SUR[LHV�IRU�VWDNHKROGHU�SRZHU��SDVVLYH�VWRFNKROGHU SRZHU��DV�PHDVXUHG�E\�WKH�GLVSHUVLRQ�RI�LVVXHG� VKDUH� FDSLWDO� DPRQJVW� RXWVLGH� VKDUHKROGHUV�� SROLWLFDO SUHVVXUHV� IDFHG� E\� WKH�FRUSRUDWLRQ��DV�PHDVXUHG�E\�FRUSRUDWH�SROLWLFDO�DFWLRQ�FRPPLWWHH�FRQWULEXWLRQV��DQG��FUHGLWRULQIOXHQFH�DV�PHDVXUHG�E\�WKH�GHEW�WR�HTXLW\�UDWLR��7KH�HPSLULFDO�PRGHO�ZDV�HVWLPDWHG�XVLQJ�ORJLFDO�UHJUHVVLRQ�DQG�ZDV�IRXQG�WR�EH�VLJQLILFDQW�DW�WKH�������OHYHO�ZLWK�D�&KL�VTXDUH�VFRUH�VWDWLVWLF�RI�������DQG�D�FRUUHODWLRQ�FRHIILFLHQW�RI��������+RZHYHU��RQO\�RQH�RI�WKH�SUR[LHV�IRU�VWDNHKROGHU� SRZHU� �SROLWLFDO� FRQWULEXWLRQV��ZDV� IRXQG� WR� EH� VLJQLILFDQW��5REHUWV¶�PRGHO� IRU�SUHGLFWLQJ� &65 ZDV� UHSOLFDWHG� E\� &KULVWRSKHU� DQG�+XPRWR� ������� LQ� WKH� ODWWHU¶V� VWXG\� RI�HQYLURQPHQWDO� GLVFORVXUHV� E\� D� VDPSOH� RI� $XVWUDOLDQ� OLVWHG� PLQHUDO� PLQLQJ� FRPSDQLHV��&KULVWRSKHU�DQG�+XPRWR�XVHG�WKH�VDPH�WKUHH�LQGHSHQGHQW�YDULDEOHV�DV�5REHUWV��5���������EXW�WKHLU�PRGHO�SURYLGHG�RQO\�D�SDUWLDO�H[SODQDWLRQ�IRU�YDULDWLRQV�LQ�HQYLURQPHQWDO�GLVFORVXUHV�LQ�WKDW� QRW� DOO� RI� WKH� WKUHH� GLPHQVLRQV� ZHUH� IRXQG� WR� EH� VLJQLILFDQWO\� DVVRFLDWHG� ZLWK� VXFK�GLVFORVXUHV�� $OWKRXJK� ERWK� VWXGLHV� RIIHU� D� XVHIXO� FRQWULEXWLRQ� WR� WKH� GHYHORSPHQW� RI� D�GHVFULSWLYH� VWDNHKROGHU� WKHRU\�� WKH�PRGHO� GHYHORSHG� E\�5REHUWV� UHIOHFWV� D� OLPLWHG� UDQJH� RI�VWDNHKROGHU� SUHVVXUHV�� EHLQJ� EDVHG� RQ� MXVW� WKUHH� VWDNHKROGHU� JURXSV� ± VKDUHKROGHUV�� ORDQ�FUHGLWRUV� DQG� OHJLVODWLYH� ERGLHV� ± DQG� WKXV� LJQRULQJ� PDQ\� RWKHUV� VWDNHKROGHU� JURXSV�UHFRJQLVHG�E\�)UHHPDQ���������:KLOVW�ERWK�5REHUWV��5���������DQG�&KULVWRSKHU�DQG�+XPRWR��������FOHDUO\�IRFXVHG�RQ�WKRVH�VWDNHKROGHUV�JURXSV�ZKLFK�ZHUH�VHHQ��D�SULRUL��DV�EHLQJ�PRVW�LPSRUWDQW�WR�D�EXVLQHVV�DQG�WKXV�WKH�PRVW�LQIOXHQWLDO��LW�LV�GLIILFXOW�WR�DFFHSW�WKDW�HLWKHU�RIIHU�D�SOXUDOLVWLF�FRQVWUXFWLRQ�RI�VWDNHKROGHU�LQIOXHQFHV��$WWHPSWV�WR�HPSLULFDOO\�FRQVWUXFW�D�PRUH�SOXUDOLVW�PRGHO�RI�VWDNHKROGHU�JURXS�LQIOXHQFHV�RQ�WKH�EHKDYLRXU�RI�FRUSRUDWLRQV�DUH�WR�EH�IRXQG�LQ��IRU�H[DPSOH��.UHLQHU�DQG�%KDPEUL���������
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ZKRVH�GHILQLWLRQ�RI�VWDNHKROGHUV�ZDV�EDVHG�RQ�WKDW�SURYLGHG�E\�)UHHPDQ���������VHH�DERYH���.UHLQHU� DQG� %KDPEUL� ������� VRXJKW� WR� XQGHUVWDQG� WKH� EHKDYLRXUDO� PRGHOV� XVHG� E\� WRS�H[HFXWLYHV� LQ� UHODWLRQ� WR� SXEOLF� SROLF\� VWUDWHJLF� LVVXHV� E\ IRFXVLQJ� RQ� WKHLU� UHODWLRQVKLS� WR�IDFWRUV� VXFK� DV� VWDNHKROGHU� SRZHU��7KHLU� UHVXOWV� VXJJHVW� WKDW�PDQDJHUV� DUH�PRUH� FRQFHUQHG�ZLWK�� DQG� JLYH� KLJKHU� SULRULW\� WR�� SXEOLF� SROLF\� LVVXHV ZKLFK� DUH� RI� FRQFHUQ� WR� WKRVH�VWDNHKROGHUV�ZKLFK�DUH�SHUFHLYHG�DV�SRVVHVVLQJ�JUHDWHU�SRZHU��+RZHYHU��HPSLULFDO�HYLGHQFH�RQ� WKH� H[WHQW� WR� ZKLFK� RUJDQL]DWLRQV� IRUPDOO\� UDQN� WKHLU� VWDNHKROGHUV� LQ� WHUPV� RI� VRPH�SHUFHLYHG�OHYHO�RI�UHODWLYH�LPSRUWDQFH�LV�VWLOO�UDWKHU�SDWFK\��VHH��IRU�H[DPSOH��'XQODS��������0DKRQH\�� ������ :RRGZDUG� HW� DO��� ������� :RRGZDUG� HW� DO�� ������� LQWHUYLHZHG� VHQLRU�H[HFXWLYHV�RI�8.�FRPSDQLHV�WKDW�ZHUH�LGHQWLILHG�DV�EHLQJ�DPRQJVW�WKH�KLJKHVW�GLVFORVHUV�RI�VRFLDO� LQIRUPDWLRQ� LQ� WKHLU� UHVSHFWLYH� VHFWRUV�� 7KH� DXWKRUV� UHSRUW� WKDW� LQ� VHYHQ� RXW� RI� HLJKWFDVHV�� WKH� FRPSDQLHV� FRQFHUQHG� KDG� QR� H[SOLFLW� UDQNLQJ� RI� VWDNHKROGHUV�� 1HYHUWKHOHVV�� WKH�SUHVHQFH� RU� DEVHQFH� RI� D� IRUPDO� UDQNLQJ� SURFHVV� GRHV� QRW� QHFHVVDULO\� QHJDWH� WKH� H[LVWHQFH�DQG�RU�DSSOLFDWLRQ�RI�DQ�LQIRUPDO�DQG�LPSOLFLW�UDQNLQJ�RI�VWDNHKROGHUV�E\�PDQDJHPHQW�LQ�WKH�FRQWH[W�RI� WKH�EXVLQHVV�VRFLHW\� UHODWLRQVKLS�� ,W� LV� WKLV� ODWWHU� SHUVSHFWLYH�ZKLFK� LV�DGRSWHG� LQ�WKH�SUHVHQW�VWXG\��ZHGGHG�WR�DQ�HPSLULFDO� LQYHVWLJDWLRQ�LQWR�WKH�H[WHQW�WR�ZKLFK�WKH�UHODWLYH�LPSRUWDQFH�RI�VWDNHKROGHU�JURXSV�YDULHV�LQ�SUDFWLFH��ERWK�ZLWKLQ�DQG�DFURVV�ILUPV��LQ�UHODWLRQ�WR�WKH�ILUP¶V�EXVLQHVV�DV�D�ZKROH��2WKHU�VWXGLHV�KDYH�H[SORUHG�WKH�GHJUHH�WR�ZKLFK�HQYLURQPHQWDO�LQIRUPDWLRQ�LV�SHUFHLYHG�WR�EH�LPSRUWDQW�WR�VWDNHKROGHUV��&OHDUO\��DQ\�DUJXPHQW�ZKLFK�VXJJHVWV�WKDW�PDQDJHPHQW�XVHV�&65�WR�PDQDJH�VWDNHKROGHU�LPSUHVVLRQV�LPSOLHV�WKDW�&65�LQIOXHQFHV��RU�LV�SHUFHLYHG�WR�LQIOXHQFH��WKRVH� LPSUHVVLRQV�� +RZHYHU�� WR� GDWH�� HPSLULFDO� HYLGHQFH� FRQFHUQLQJ� WKH� SHUFHLYHG�LPSRUWDQFH� RI� HQYLURQPHQWDO� LQIRUPDWLRQ� WR� VWDNHKROGHUV� LV� ERWK� VSDUVH� DQG� HTXLYRFDO��%RXPD�DQG�.DPS�5RHODQGV��������FDUULHG�RXW�D�VWXG\�LQWR�WKH�H[SHFWDWLRQV�RI�VWDNHKROGHUVLQ� UHODWLRQ� WR� D� 'XWFK� FKHPLFDO� FRPSDQ\¶V� HQYLURQPHQWDO� LQIRUPDWLRQ� V\VWHP�� WKH� W\SH� RI�HQYLURQPHQWDO�LQIRUPDWLRQ�WKH\�UHTXLUH�DQG��WKHLU�UHTXLUHPHQWV�FRQFHUQLQJ�WKH�TXDOLW\�RI�WKLV�LQIRUPDWLRQ�� %RXPD� DQG�.DPS�5RHODQGV� UHSRUW� WKDW�ZKLOH� GLIIHUHQFHV� H[LVWHG� EHWZHHQ� WKH�LQIRUPDWLRQ�QHHGV�RI� LQWHUQDO�DQG�H[WHUQDO�VWDNHKROGHUV��VXFK�GLIIHUHQFHV�DUH�ODUJHO\�PDWWHUV�RI�HPSKDVLV�UDWKHU�WKDQ�RXWULJKW�GLIIHUHQFHV�LQ�SULRULWLHV��)URVW�DQG�:LOPKXUVW���������EDVHG�RQ�WKH�UHVSRQVHV�WR�D�TXHVWLRQQDLUH�VHQW�WR�WKH�FKLHI�ILQDQFLDO�RIILFHU RI�WKH�WRS�����FRPSDQLHV�OLVWHG�RQ�WKH�$XVWUDOLDQ�VWRFN�H[FKDQJH��UHSRUW�WKDW�RQO\����SHU�FHQW�RI�UHVSRQGHQWV�SHUFHLYHG�HQYLURQPHQWDO� LQIRUPDWLRQ� WR� EH� LPSRUWDQW� WR� XVHUV� RI� DQQXDO� UHSRUWV�� ZLWK� ��� SHU� FHQW�LQGLFDWLQJ�WKDW�LW�ZDV�QRW�LPSRUWDQW�DQG����SHU�FHQW�XQGHFLGHG�GXH�SHUKDSV�WR�GRXEWV�RYHU�WKH�XVHIXOQHVV�RI�HQYLURQPHQWDO�LQIRUPDWLRQ�WR�UHSRUW�XVHUV�RU�WR�QRW�KDYLQJ�IXOO\�FRQVLGHUHG�WKH�LVVXH�� 1HYHUWKHOHVV�� JLYHQ� WKDW� HQYLURQPHQWDO� LQIRUPDWLRQ� KDV� WKH�SRWHQWLDO�� DW� OHDVW�� WR� EH�LPSRUWDQW�WR�DOO VWDNHKROGHUV��&,&$������D��.30*������E���D�XVHIXO�DYHQXH�RI�UHVHDUFK�OLHV�LQ�H[SORULQJ�WKH�DVVRFLDWLRQ�EHWZHHQ�VWDNHKROGHU�SRZHU�LQ�UHODWLRQ�WR�WKH�EXVLQHVV�DV�D�ZKROHDQG�WKH�OHYHO�RI�HQYLURQPHQWDO�GLVFORVXUH�,Q�VXPPDU\��WKH�FRQFHSW�RI�µVWDNHKROGHU�SRZHU¶�LV�YLVXDOLVHG�E\�HPSOR\LQJ�)UHHPDQ¶V��������GHILQLWLRQ�RI�µVWDNHKROGHUV¶�EDVHG�RQ�WKH�FRQFHSW�RI�ZKR�FDQ�DIIHFW��L�H��KHOS�RU�KDUP��RU�EH�DIIHFWHG��L�H��KHOSHG�RU�KDUPHG��E\�WKH�ILUP��([WHQGLQJ�WKLV�DUJXPHQW�IXUWKHU��D�QHR�SOXUDOLVW�SHUVSHFWLYH�VXJJHVWV�WKDW�IRU�RUJDQL]DWLRQV�ZKLFK�DUH�GULYHQ�E\�VLPLODU�JRDOV��H�J��ORQJ�WHUP�SURILWDELOLW\���DQ�XQHYHQ�GLVWULEXWLRQ�RI�SRZHU�DPRQJVW�VWDNHKROGHU�JURXSV�LV�OLNHO\�WR�PHDQWKDW� VRPH� VWDNHKROGHU� JURXSV� DUH� SHUFHLYHG� DV� UHODWLYHO\� PRUH� SRZHUIXO�� DQG� WKXV� PRUH�
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LPSRUWDQW��WKDQ�RWKHUV�LQ�WKH�FRQWH[W�RI�WKH�LQWHUHVWV�RI�WKH�RUJDQL]DWLRQ�DV�D�ZKROH��� 7KXV��VWDNHKROGHU� JURXSV� DUH� SUHVXPHG� WR� EH� VHHQ� E\� WKH� PDQDJHPHQW� RI� EXVLQHVV� RUJDQL]DWLRQ�DFURVV�YDU\LQJ�GHJUHHV�RI� LPSRUWDQFH��ZLWK� VRPH�JURXSV�EHLQJ�PRUH� LPSRUWDQW� WKDQ�RWKHUV��)URP� WKLV� SHUVSHFWLYH�� &('� IRUPV� SDUW� RI� D� VWUDWHJLF�� SURDFWLYH� PDQDJHPHQW� RI� WKH�FRUSRUDWLRQ¶V� VWDNHKROGHUV� LQ� UHVSRQVH� WR� PDQDJHPHQW¶V� ³«� VSHFLILFDOO\�FRQVWUXFWHG�GHILQLWLRQ� RI� LWV� RZQ� VWDNHKROGHUV� DQG� WKHLU� QHHGV�� YDOXHV�� H[SHFWDWLRQV� DQG� GHPDQGV´��:RRGZDUG�HW�DO��������S������
��� 'HYHORSPHQW�DQG�VWDWHPHQW�RI�K\SRWKHVHV%DVHG� RQ� WKH� SUHFHGLQJ� DQDO\VLV�� WKH� SUHVHQW� VWXG\� HPSOR\V� D� PDQDJHULDO� PRGHO� RI�VWDNHKROGHU� WKHRU\� WR� H[SORUH� WKH� XVH� RI� &('� DV� SDUW� RI�PDQDJHPHQW¶V� FRUSRUDWH� VWUDWHJLF�PDQDJHPHQW�RI�VWDNHKROGHU�JURXSV��8QGHU�WKLV�PRGHO��VWDNHKROGHU�UHODWLRQVKLSV�DUH�SHUFHLYHG�RI�LQ�WHUPV�RI�WKH�H[WHQW�WR�ZKLFK�WKH�RUJDQL]DWLRQ��L�H��LWV�PDQDJHPHQW��MXGJHV�WKHUH�WR�EH�DQHHG�WR�PDQDJH SURDFWLYHO\ VXFK�UHODWLRQVKLSV�IRU�WKH�SXUSRVHV�RI�IXUWKHULQJ�WKH�LQWHUHVWV�RI�WKH�RUJDQL]DWLRQ��*LYHQ�WKDW�LQIRUPDWLRQ�± ZKHWKHU�ILQDQFLDO�RU�VRPH�RWKHU�IRUP�RI�UHSRUWLQJ�VXFK� DV� HQYLURQPHQWDO� ± LV� RQH� RI� WKH� PDMRU� HOHPHQWV� WKDW FDQ� EH� HPSOR\HG� E\� DQ�RUJDQL]DWLRQ� LQ� PDQDJLQJ� D� SDUWLFXODU� VWDNHKROGHU� JURXS�� WKHQ� LW� FDQ� EH� K\SRWKHVLVHG� WKDW�WKHUH�ZLOO�EH�D�SRVLWLYH�UHODWLRQVKLS�EHWZHHQ�WKH�SHUFHLYHG�UHODWLYH�LPSRUWDQFH�RI�VWDNHKROGHUV�WR�WKH�RUJDQL]DWLRQ�DV�D�ZKROH�DQG�WKH�DPRXQW�RI�&('�DSSHDULQJ�LQ�FRPSDQ\�UHSRUWV��7KXV��WKH� JHQHUDO� OLQH� RI� DUJXPHQW� HPSOR\HG� LQ� WKH� GHYHORSPHQW� RI� K\SRWKHVHV� LV� EDVHG� RQ� WKH�IROORZLQJ��UHODWHG�SUHPLVHV��L� WKDW� WKH� UHODWLYH� LPSRUWDQFH�RI� VWDNHKROGHU�JURXSV�YDULHV�ERWK�ZLWKLQ� ILUPV�DQG�DFURVV�ILUPV��LL� WKDW PDQDJHPHQW� VHHNV� WR� PDQDJH� �RIWHQ� FRQIOLFWLQJ�� UHODWLRQVKLSV� ZLWK� VWDNHKROGHU�JURXSV�XVLQJ�D�YDULHW\�RI�VWUDWHJLF�SUDFWLFHV��SROLFLHV�DQG�WDFWLFV��RQH�RI�ZKLFK�LV�WKH�XVH�RI�LQIRUPDWLRQ WR�LQIOXHQFH�WKH�SHUFHSWLRQV�DQG�LPSUHVVLRQV�RI�VWDNHKROGHU�JURXSV��LLL� WKDW�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUHV��&('��DUH�XVHG�LQ�WKLV�PDQQHU��DQG��LY� WKDW��EDVHG�RQ�WKH�DERYH��WKHUH�LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�VWDNHKROGHU�LPSRUWDQFH�DQG�&('�%DVHG� RQ� SULRU� UHVHDUFK� UHIHUUHG� WR� WKURXJKRXW� WKLV� FKDSWHU�� ��� VWDNHKROGHU� JURXSV ZHUH�LGHQWLILHG� IRU� WKH� SXUSRVHV� RI� WKH� UHVHDUFK� DSSURDFK��� ,Q� DGGLWLRQ�� XVLQJ�)UHHPDQ¶V� �������GHILQLWLRQ� RI� VWDNHKROGHU� JURXSV�� VHQLRU� PDQDJHPHQW� LV� DOVR� UHFRJQLVHG� DV� D� VWDNHKROGHU�JURXS�JLYHQ�WKDW�WKH\�DUH�FOHDUO\�LQ�D�SRVLWLRQ�WR�DIIHFW�WKH�DFKLHYHPHQW�RI�WKH�RUJDQL]DWLRQ¶V�HIIHFWLYHQHVV�DQG�JRDOV� 7KH�IRUPDO�K\SRWKHVHV�DUH�VWDWHG�EHORZ�LQ�DOWHUQDWLYH�IRUP��WKH�QXOO�K\SRWKHVLV��+���LQ�HDFK�FDVH�EHLQJ�WKH�K\SRWKHVLV�RI�QR�GLIIHUHQFH�+�� 7KH�UHODWLYH� LPSRUWDQFH�RI�VWDNHKROGHU�JURXSV� WR� WKH� ILUP¶V�EXVLQHVV�DV�D�ZKROH�YDULHV�ERWK�ZLWKLQ�ILUPV�DQG�DFURVV�ILUPV�+�� 7KHUH� LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�SHUFHLYHG�VWDNHKROGHU� LPSRUWDQFH�DQG�WKH�YROXPH�RI�&('�+�� 7KHUH� LV� D� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ� WKH� H[WHQW� WR� ZKLFK� VHQLRU�PDQDJHPHQW� LV�GLUHFWO\� LQYROYHG�LQ�IRUPXODWLQJ�HQYLURQPHQWDO�SROLF\�DQG�WKH�YROXPH�RI�&('�
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+\SRWKHVLV�+� LV�UHOHYDQW�LQ�WKH�FRQWH[W�RI�WKH�PRGHO�RI�VWDNHKROGHU�WKHRU\�EHLQJ�HPSOR\HG�LQ� WKH� SUHVHQW� VWXG\� �VHH�)LJXUH����� DERYH��� LQYROYLQJ� DQ� H[DPLQDWLRQ�RI�GLIIHUHQFHV� LQ� WKH�SHUFHLYHG� LPSRUWDQFH� RI� VWDNHKROGHU� JURXSV� ERWK� LQGLYLGXDOO\� �L�H�� ZLWKLQ� ILUPV�� DQG�FROOHFWLYHO\��L�H��DFURVV�ILUPV���µ,QGLYLGXDOO\¶�LQ�WKLV�VHQVH�UHIHUV�WR�WKH�UHODWLYH�LPSRUWDQFH�RI�RQH�VWDNHKROGHU�JURXS�DV�FRPSDUHG�WR�DQRWKHU��ZKHUHDV�µFROOHFWLYHO\¶�UHIHUV�WR�D�FRPSDULVRQ�RI� WKH� UHODWLYH� LPSRUWDQFH� RI� VWDNHKROGHU� JURXSV� DV� D�ZKROH� DFURVV� ILUPV�� 7KXV�� LW�PD\� EH�SRVLWHG� WKDW� VRPH� VWDNHKROGHU� JURXSV� DUH� OLNHO\� WR� EH� SHUFHLYHG� E\� FRPSDQLHV� DV� PRUH�LPSRUWDQW�WKDQ�RWKHU�VWDNHKROGHU�JURXSV�DQG�WKDW�VRPH�FRPSDQLHV�SHUFHLYH�WKHLU�VWDNHKROGHUV�DV�D�ZKROH WR�EH�PRUH�UHODWLYHO\�LPSRUWDQW�LQ�FRPSDULVRQ�WR�RWKHU�FRPSDQLHV��,Q�ERWK�FDVHV��WKLV� PD\� EH� SRVLWHG� DV� EHLQJ� DVVRFLDWHG� ZLWK� WKH� OHYHO� RI� &('� �+���� $Q� DQDO\VLV� RI� WKH�UHODWLYH� LPSRUWDQFH� RI� LQGLYLGXDO� VWDNHKROGHU� JURXSV� WKXV� SHUPLWV� D� PRUH� GHWDLOHG�LQYHVWLJDWLRQ�RI� WKH�DVVRFLDWLRQ�EHWZHHQ�&('�DQG�VWDNHKROGHU� LPSRUWDQFH�XQGHU�+���+HQFH��K\SRWKHVLV�+��LV�H[SORUHG�E\�LQYHVWLJDWLQJ�VWDNHKROGHU�LPSRUWDQFH�WR�WKH�EXVLQHVV�DV�D�ZKROH�DW� GLIIHUHQW� OHYHOV� RI� DQDO\VLV�� L�H�� �L�� LQGLYLGXDO� VWDNHKROGHU� JURXSV�� �LL�� µFOXVWHUV¶� RI�VWDNHKROGHU�JURXSV��DQG��LLL��VWDNHKROGHU�JURXSV�FROOHFWLYHO\��VHH�&KDSWHU������7KH�SDUWLFXODU�LQIOXHQFH�RI�VHQLRU�PDQDJHPHQW�LV�H[SORUHG�XQGHU�+���)RU�WKH�SXUSRVHV�RI�WKH�VWXG\�� VHQLRU� PDQDJHPHQW� LV� GHILQHG� DV� EHLQJ� PDGH� XS� RI� WKH� IROORZLQJ�� WKH�SUHVLGHQW�FKDLUPDQ�� WKH� FKLHI�H[HFXWLYH�RIILFHU� �&(2��� WKH�H[HFXWLYH�ERDUG�RI�GLUHFWRUV�DQG�WKH�QRQ�H[HFXWLYH�ERDUG�RI�GLUHFWRUV��3ULRU�UHVHDUFK�VXJJHVWV� WKDW�VHQLRU�PDQDJHPHQW�SOD\�D�VLJQLILFDQW� UROH� LQ� GHWHUPLQLQJ� WKH� HQYLURQPHQWDO� SROLFLHV�� SURJUDPPHV� DQG� UHSRUWLQJ�SUDFWLFHV�RI�EXVLQHVV�RUJDQL]DWLRQV� �)UHHGPDQ�DQG�-DJJL��������+DFNVWRQ�DQG�0LOQH��������5REHUWV��5���������8OOPDQQ���������6XFK� LQIOXHQFH�FDQ�EH�GXH�WR�D�QXPEHU�RI�PRWLYDWLRQDO�IDFWRUV� ± H�J�� WKHLU� RZQ� SHUVRQDO� YDOXHV�� PRUDOV� DQG� SULRULWLHV�� DQG�RU� WKH� LQIOXHQFH� RI�SUHVVXUHV� IURP� RWKHU� VWDNHKROGHU� JURXSV�� ERWK� LQWHUQDO� DQG� H[WHUQDO�� 7KXV�� IRU� H[DPSOH�� D�FKDLUSHUVRQ� RU� &(2� ZKRVH� SHUVRQDO� YDOXHV� DQG� EHOLHIV� DUH� ZHLJKWHG� WRZDUGV� D� PRUH�HQYLURQPHQWDOO\�EHQLJQ SROLF\� IRU� WKH� FRPSDQ\� DV� D� ZKROH� LV� OLNHO\� WR� KDYH� D� GLUHFW� DQG�ELDVHG� LQIOXHQFH� RQ� WKH� FRPSDQ\¶V� HQYLURQPHQWDO� SROLFLHV� DQG� SURJUDPPHV� DV�ZHOO� DV� WKH�UHSRUWLQJ� RI� VXFK� SROLFLHV� DQG� SURJUDPPHV� WR� VRFLHW\���� 7KH� H[WHQW� WR� ZKLFK� VHQLRU�PDQDJHPHQW�LV�LQYROYHG�LQ�IRUPXODWLQJ�D�FRPSDQ\¶V�HQYLURQPHQWDO�SROLF\�LV�DVVXPHG�WR�EH�DYDOLG� LQGLFDWLRQ� RI� WKH� LPSRUWDQFH� ZKLFK� WKH\� JLYH� WR� HQYLURQPHQWDO� LVVXHV�� 7KXV�� LW� LV�K\SRWKHVLVHG� WKDW� WKHUH� LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ� WKH�H[WHQW�RI� WKLV� LQYROYHPHQW�DQG�&('�
��� 6RPH�FRQFOXGLQJ�UHPDUNV6WDNHKROGHU� WKHRU\� UHPDLQV� VRPHZKDW� FRQWURYHUVLDO� DV� D� PRGHO� RI�SUHVFULSWLYH EHKDYLRXU�JLYHQ� WKDW�� DV� 6WHUQEHUJ� ������� DUJXHV�� LW� PD\� EH� SHUFHLYHG� WR� XQGHUPLQH� SURSHUW\� ULJKWV��EHFDXVH� LW�DOOHJHGO\�GHQLHV�RZQHUV� WKH� ULJKW� WR�GHWHUPLQH�KRZ�WKHLU�SURSHUW\�LV� WR�EH�XVHG��DQG� WKH� SULQFLSDO�DJHQW� UHODWLRQVKLS� EHWZHHQ� RZQHUV� DQG� PDQDJHUV� �EHFDXVH� LW� DOOHJHGO\�LQWHUIHUHV� ZLWK� WKH� FRQWUDFWXDO� GXW\� RI� WUXVWHHVKLS� ZKLFK� WKH� ODWWHU� KDV� WR� WKH� IRUPHU���+RZHYHU�� WKH� PDQDJHULDO� PRGHO� RI� VWDNHKROGHU� WKHRU\� DV� HPSOR\HG� KHUH� GRHV� QRW� LWVHOIXQGHUPLQH�WKHVH�WZR�µVDFUHG�FRZV¶�RI�OLEHUDO�HFRQRPLF�GHPRFUDF\��5DWKHU�LW�VXJJHVWV�WKDW�E\�UHFRJQLVLQJ�D�YDULHW\�RI�LQWHUHVW�JURXSV��ZKLFK�JRHV�ZHOO�EH\RQG�D�VLPSOH�SULQFLSDO�DJHQW�RU�WUDQVDFWLRQ�EDVHG� FRQWUDFW�� DQG� WKH� FRQIOLFWV� EHWZHHQ� WKHVH� JURXSV�� SURYLGHV� D� OHQV� WKURXJK�ZKLFK�WR�H[SORUH�PRUH�IXOO\�WKH�WHQVLRQV�DQG�FRQVWUDLQWV�ZKLFK�SHUVLVW�LQ�WKH�VRFLR�HFRQRPLF�



0DQDJHULDO�VWDNHKROGHU�WKHRU\

���

HQYLURQPHQW�ZLWKLQ�ZKLFK�WKH�PDQDJHPHQW�RI�D�ODUJH��PRGHUQ�EXVLQHVV�RUJDQL]DWLRQ�DFWXDOO\�RSHUDWHV��,Q� WKLV�VHQVH��VXFK�D�PRGHO�IRFXVHV�RQ�ZKDW�*RRGSDVWHU��������FDOOV�WKH�µVWUDWHJLF�OHYHO¶� RI� VWDNHKROGHU� WKHRU\�� ZKHUHE\� PDQDJHPHQW� WDNHV� LQWR� DFFRXQW� WKH� QRQ�RZQHU�VWDNHKROGHUV¶� LQWHUHVWV� DV� D� PHDQV� RI� DFKLHYLQJ� WKH� ILUP¶V� ORQJ�WHUP� HFRQRPLF� REMHFWLYHV�ZKLFK�PD\�RU�PD\�QRW�KDYH�DQ�H[SOLFLW PRUDO�FRQWHQW��$UJDQG}QD���������7KXV��WKH�SUHVHQW�VWXG\¶V� IRFXV� LV� QRW� RQ� WKH� IDFW� WKDW�� IRU� H[DPSOH��5R\DO�'XWFK�6KHOO¶V� LQWHUSUHWDWLRQ� RI� LWV�PRUDO� UHVSRQVLELOLWLHV� WR� WKH�2JRQL�SHRSOH� LQ�1LJHULD� �+XPPHOV��������GLIIHUV� IURP� WKDW�RI�$PQHVW\� ,QWHUQDWLRQDO� RU� )ULHQGV� RI� WKH� (DUWK�� EXW� WKDW� PDQDJHPHQW� LV� OLNHO\� WR� GHYLVH� D�VWUDWHJ\�IRU�PDQDJLQJ VWDNHKROGHU�UHODWLRQV�EDVHG�RQ�D�SDUWLFXODU�FKRVHQ PRUDO�SRVLWLRQ��DQG�WKDW� LQIRUPDWLRQ�� LQFOXGLQJ�&65�&('��SURYLGHV�D�PHDQV�E\�ZKLFK�PDQDJHPHQW�VHHNV�WR�UH�HQIRUFH� WKDW� SRVLWLRQ�� ,W� LV� NQRZQ�� IRU� H[DPSOH�� WKDW�� IROORZLQJ� WKH� 2JRQL� DQG� %UHQW� 6SDU�DIIDLUV��5R\DO�'XWFK�6KHOO� EHFDPH� FRQYLQFHG� RI� LWV� QHHG� WR� HQJDJH� LQ� GHEDWH�ZLWK� LWV� QRQ�PDUNHW� VWDNHKROGHUV� �$UWV��������'LFNVRQ�DQG�0F&XOORFK��������+XPPHOV���������%XW� WKLV�GRHV� QRW� LPSO\� WKDW� 5R\DO�'XWFK�6KHOO� VRXJKW� WR� FKDQJH� WKH� EDVLF� WHUPV� RQ�ZKLFK� LW� GRHV�EXVLQHVV��5DWKHU��LI�DV�(YDQ�DQG�)UHHPDQ��������FODLP��PDQDJHPHQW¶V�PRGHUQ�GD\�GXW\�LV�WR�VDIHJXDUG� WKH� KHDOWK� DQG� ZHOIDUH� RI� WKH� FRUSRUDWLRQ E\� EDODQFLQJ� WKH� PXOWLSOH� FODLPV� RI�FRQIOLFWLQJ�VWDNHKROGHUV��WKHQ�LWV�SXEOLF�UHODWLRQV�PDFKLQHU\�LV�OLNHO\�WR�SOD\�DQ�LPSRUWDQW�UROH�LQ� PDQDJLQJ� WKHVH� FRQIOLFWLQJ� LQWHUHVWV�� $V� &('� UHSUHVHQWV� D� SRWHQWLDO� VRXUFH� IRU� VXFK�PDQDJHPHQW��WKH�DUJXPHQW�HPSOR\HG�KHUH�XQGHU�067�LV�WKDW�EXVLQHVV�RUJDQL]DWLRQV�SOD\�WKH�&('� µFDUG¶� DW� WKH� EXVLQHVV�VRFLHW\� WDEOH� DV� SDUW� RI� DQ� RYHUDOO� ORQJ�WHUP� VWUDWHJ\� DLPHG� DW�SUHVHUYLQJ�FRUSRUDWH�VRYHUHLJQW\���
1RWHV�� 7KH�QRUPDWLYH��LQVWUXPHQWDO�DQG�GHVFULSWLYH�HPSLULFDO�YDU LDQWV�RI�VWDNHKROGHU�WKHRU\��DV�GHVFULEHG�KHUH�� SURYLGH� RQH�ZD\�RI� FDWHJRULVLQJ� WKH�GLIIHUHQW� UHVHDUFK� VWUHDPV��+RZHYHU�� WKLV� LQYROYHV� D�KLJK� OHYHO�RI�UHGXFWLRQLVP��)UHHPDQ��������S��������IRU�H[DPSOH�� LQ�KLV�UHVSRQVH�WR�'RQDOGVRQ�DQG�3UHVWRQ¶V��������W\SRORJ\�VWDWHV�³«�WKHUH�LV�QR�ZD\�WR�KDYH�D�PHDQLQJIXO�GLVWLQFWLRQ�EHWZHHQ�QRUPDWLYH�DQG�GHVFULSWLYH�ZLWKRXW�UHO\LQJ�RQ�WKH�GLVWLQFWLRQ�LWVHOI´��0RUHRYHU��WKHUH�DUH�REYLRXVO\�RWKHU� ZD\V� RI� W\SRORJLVLQJ� WKH� YDULRXV� VWXGLHV� RI� VWDNHKROGHU� WKHRU\�� VXFK� DV� WKHLU� OHYHO� RI�VWDNHKROGHU�LQFOXVLYLW\�DQG�WKH�GHJUHH�WR�ZKLFK�³����WKH�SRZHU�ORFXV�LV�ORFDWHG�ZLWKLQ�KLHUDUFKLFDO��SDWHUQDOLVWLF� VWUXFWXUHV´� �<XWKDV� DQG� 'LOODUG� ������ S������ :LWKLQ� WKH� ODWWHU¶V� W\SRORJ\�� WKH�WUDGLWLRQDO��PDQDJHULDO�PRGHO� RI� VWDNHKROGHU� WKHRU\� LV� GHSLFWHG� DV� LPSO\LQJ� VWURQJ�KLHUDUFKLFDO�DQG� SDWHUQDOLVWLF� DGPLQLVWUDWLYH� VWUXFWXUHV� FRXSOHG� ZLWK� OLPLWHG� VWDNHKROGHU� LQFOXVLYLW\� ZKLFK�SUHYHQWV�D�VHURXV�FKDOOHQJH�WR�³����WKH�KHJHPRQ\�RI�UHDVRQ��UDWLRQDOLW\�DQG�FRVW �EHQHILW�FDOFXOXV´��S������� 7KH�WHP�µNH\¶�VWDNHKROGHUV�LV�REYLRXVO\�VXEMHFWLYH��GHSHQGLQJ�RQ�D�SDUWLFXODU�SHUVSHFWLYH�RI�WKH�EXVLQHVV�RUJDQL]DWLRQ� UHODWLRQVKLS�� ,Q� SUDFWLFH��.30*�:,00� �������� IRU� H[DPSOH�� UHSRUW� WKDW�FRPSDQLHV�� FRPPXQLFDWH� ZLWK� WKHLU� VWDNHKROGHUV� E\� H[SOLFLWO\� VLQJOLQJ� RXW� µNH\ VWDNHKROGHUV¶�ZKLOVW�D�PLQRULW\�UHVWULFW�WKHLU�PDLQ�VWDNHKROGHUV�WR�D�VPDOO�QXPEHU�RI�LQWHUHVW�JURXSV�FRPSULVLQJ�HPSOR\HHV��FXVWRPHUV��VKDUHKROGHUV�DQG�VRFLHW\�FRPPXQLWLHV��� 6HH��IRU�H[DPSOH��2¶'Z\HU������E��IRU�D�PRUH�LQ�GHSWK�DQDO\VLV�RI�WKH�DFFRXQWDQF\�SURIHVVLRQ¶V�LQYROYHPHQW�LQ�WKLV�DUHD��� 7KLV� FRQFHSW� KDV� EHHQ� H[WHQGHG� WR� D�PDFUR�HFRQRPLF� OHYHO� WR�ZKDW� LV� FDOOHG� µWKH� VWDNHKROGHU�HFRQRP\¶��+XWWRQ��������RU�(ONLQJWRQ¶V��������YLVLRQ�RI�µVWDNHKROGHU�FDSLWDOLVP¶��DQG�ZKLFK�ZDV�ZLGHO\�SURPRWHG�LQ�%ULWDLQ�E\ 3ULPH�0LQLVWHU�%ODLU��6KDRXO���������� $Q� H[SORUDWLRQ� RI� WKH� K\SRWKHVLV� WKDW� ILUPV� ZKLFK� UHVSRQG� WR� VWDNHKROGHU� QHHGV� DUH� PRUH�VXFFHVVIXO�LQ�FRQYHQWLRQDO�EXVLQHVV�WHUPV�LV�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\��,Q�DQ�RYHUYLHZ�RI�WKLV�OLWHUDWXUH��'RQDOGVRQ�DQG�3UHVWRQ��������QRWH�WKDW�DWWHPSWV�WR�WHVW�WKLV�UHODWLRQVKLS�LQYROYH�IRUPLGDEOH�FKDOOHQJHV��PRVW�QRWDEO\�WKH�SUREOHPV�RI�LGHQWLI\LQJ�UHOLDEOH�SUR[LHV�IRU�VWDNHKROGHU�
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PDQDJHPHQW� DQG� EHLQJ� DEOH� WR� HVWDEOLVK� WKDW� ³«� WKH� RSWLPDO� VWUDWHJ\� IRU�PD[LPLVLQJ� D� IL UP¶V�FRQYHQWLRQDO� ILQDQFLDO� DQG� PDUNHW� SHUIRUPDQFH� LV� VWDNHKROGHU� PDQDJHPHQW´� �S������ :KHWKHU�IROORZHUV�RI�WKH�LQVWUXPHQWDO�PRGHO�ZRXOG�EH�ZLOOLQJ�WR�DEDQGRQ�WKH�FRQFHSW�LI�LW�WXUQHG�RXW�WR�EH�RQO\�DV�HTXDOO\ HIILFDFLRXV�DV�RWKHU�FRQFHSWLRQV�RI�PDQDJHULDO�FDSLWDOLVP�UHPDLQV�WR�EH�VHHQ��� 5XI� HW� DO�� ������� PDNH� DQ� DWWHPSW� WR� HVWDEOLVK� D� UHODWLRQVKLS� EHWZHHQ� FRUSRUDWH� VRFLDO�SHUIRUPDQFH��&63��DQG�ILQDQFLDO�SHUIRUPDQFH�XVLQJ�µPHHWLQJ�PXOWLSOH�VWDNHKROGHU�GHPDQGV¶�DV�D�SUR[\� IRU� VRFLDO� SHUIRUPDQFH��+RZHYHU�� WKHLU HYDOXDWLRQ� RI� &63�ZDV� GRQH� XVLQJ� SHUIRUPDQFH�UDWLQJV� VXSSOLHG� E\� D� WKLUG� SDUW\� �ZKR� XVHG� WKH� YDOXHV� RI� MXVW� RQH� VWDNHKROGHU� JURXS�� µVRFLDO�LQYHVWRUV¶��DQG�WKH�UHVHDUFKHUV�WKHPVHOYHV��ZLWKRXW�UHFRXUVH�WR�WKH�VWDNHKROGHUV�LQ�WKH�FRPSDQLHV�WKHPVHOYHV��7KXV�LW�LV�SRVVLEOH�WKDW�WKH�LQYROYHPHQW�RI�RWKHU��QRQ�VKDUHKROGHU�VWDNHKROGHU�JURXSV�PLJKW� KDYH� UHVXOWHG� LQ� D� GLIIHUHQW� HYDOXDWLRQ� RI� ILUPV¶� &63�� $UJXDEO\�� LQ� DVVHVVLQJ� VRFLDO�SHUIRUPDQFH EDVHG� RQ� µPHHWLQJ� PXOWLSOH� VWDNHKROGHUV� GHPDQGV¶�� HPSLULFDO� UHVHDUFKHUV� X VLQJ�K\SRWKHWLFR�GHGXFWLYH�PHWKRGRORJ\�QHHG�WR�FRQVXOW�D�ZLGH�UDQJH�RI�VWDNHKROGHUV�RQ�D�ZLGH�UDQJH�RI� LVVXHV� IRU� D� ZLGH� UDQJH� RI� FRPSDQLHV�� 6XFK� UHVHDUFK� LV� OLNHO\� WR� KLJKOLJKW� WKH� FRQIOLFWLQJ��LUUHFRQFLODEOH�H[SHFWDWLRQV�ZKLFK�H[LVW�DPRQJVW�GLIIHUHQW�VWDNHKROGHU�JURXSV��� $V� &UDLJ� ������������ VWDWHV� LQ� KLV� LQWURGXFWRU\� QRWHV� WR� &KDUOHV� 'LFNHQV¶� QRYHO� +DUG� 7LPHV�������������³'LFNHQV¶V�OLIHWLPH�VDZ�WKH�EHJLQQLQJ�RI�WKH�HQG�IRU�WKH�ROG�FRWWDJH�LQGXVWU\��7KH�IDPLO\�ZKLFK�LQ�WKH�WLPH�RI��VD\��'HIRH�>'DQLHO�'HIRH�����������@�KDG�FDUGHG��VSXQ��DQG�ZRYHQ��ZDVKHG�DQG�EOHDFKHG��DV�D�WHDP�ZDV�QRZ�VFDWWHUHG�IURP�KRPH��RXW�LQWR�WKH�PLOOV��WKHUH�WR�EH�NQLW�WRJHWKHU� DJDLQ� DV� D� FODVV� QR� ORQJHU� EDVHG� RQ� WKH� EORRG� WLHV��«� ,QVWHDG� RI�ZRUN� IROORZLQJ� WKH�UK\WKPV�RI�FORVH�SHUVRQDO�UHODWLRQV�± ZRUN�XQWLO�WKH�SLHFH�ZDV�ILQLVKHG��D�MRXUQH\�WR�VHOO�LW��DQG�WKHQ�SHUKDSV�D�ORQJ�ZHHN�HQG�XQWLO�WKH�PRQH\�ZDV�ILQLVKHG�± QRZ�WKH�PHQ��ZRPHQ�DQG�FKLOGUHQ�PXVW�VXEPLW�WR�D�ULJLG�WLPH�WDEOH�ODLG�GRZQ�E\�D�PDQDJHPHQW�DYLG�WKDW�HYHU\�PLQXWH�VKRXOG�EH�ZRUNHG� WR� WKH� IXOO��«� 7KH� SRLQW� IRU� +DUG� 7LPHV LV� WKDW� SHRSOH� KDG� EHFRPH� OHVV� D� ODZ� XQWR�WKHPVHOYHV�� WKH�VWXII�RI� WKHLU� OLYHV� OHVV�YDULHJDWHG��DQG� LW� LV� WKLV�VHQVH�RI�OLYHV�FODPSHG�XQGHU�D�JULG�WKDW�KDXQWV�'LFNHQV�WKURXJKRXW�KLV�ZRUN´��S������� 7KH�PRGHO�RI�OLEHUDO�GHPRFUDF\�HPSOR\HG�KHUH�UHODWHV�SULQFLSDOO\�WR�WKH�FRXQWULHV�RI�(XURSH�DQG�1RUWK�$PHULFD��DQG� WKRVH�QDWLRQV�ZKRVH�FXOWXUH�KDV�EHHQ�VLJQLILFDQWO\�LQIOXHQFHG�E\�(XURSHDQ�DQG� $QJOR�$PHULFDQ� WUDGLWLRQV�� ,Q� WKDW� VHQVH�� RXU� DQDO\VLV� LV� FXOWXUDOO\� VSHFLILF� DQG� GRHV� QRW�QHFHVVDULO\�KDYH�WKH�VDPH�YDOXH�RU�PHDQLQJ�LQ�WKH�FRQWH[W�RI�RWKHU�FXOWXUHV��� )RU� DQ� RYHUYLHZ� RI� 6FKXPSHWHU¶V� FRQWULEXWLRQ� LQ� WKH� FRQWH[W� RI� OLEHUDO� GHPRFUDFLHV�� VHH�� IRU�H[DPSOH�� +HOG� ������� SS����������� 6FKXPSHWHU¶V� ������� SULPDU\� WDVN ZDV� H[SODQDWRU\�� L�H�� WR�DFFRXQW�IRU�KRZ�GHPRFUDFLHV�DFWXDOO\�ZRUN�DQG�KLV�FRQFHSWLRQ�RI�WKH�PRGHUQ�LQGXVWULDO�VRFLHW\�ZDV�LQGHEWHG�WR�ERWK�0DU[�DQG�:HEHU��(VVHQWLDOO\��6FKXPSHWHU�DUJXHG�WKDW�SROLWLFDO�YDOXHV�DQG�DWWLWXGHV� RI� WKH�GHPRV�DUH�RYHUZKHOPLQJO\� VKDSHG�E\� WKH�PHVVDJHV� WKH\� UHFHLYH� IURP�SROLWLFDO�LQVWLWXWLRQV�� WKH� PHGLD� DQG� RWKHU� µVRFLDOL]DWLRQ¶� DJHQFLHV�� $OWKRXJK� WKH� VRFLDO� VFLHQFHV� KDYH�SURYLGHG�D�ODUJH�YDULHW\�RI�HYLGHQFH�ZKLFK�VXJJHVWV�WKDW�WKH�LPSDFW�RI�WKHVH�VRFLDOL]DWLRQ�DJHQFLHV�LV� LQGHHG� FRQVLGHUDEOH�� WKHUH� LV� DOVR� HYLGHQFH� WR� VXJJHVW� WKDW� WKHLU� SRZHU� VKRXOG� QRW� EH� RYHU �H[DJJHUDWHG� �+HOG�� ������� 5DWKHU�� RWKHU� LQWHUSUHWDWLRQV� KDYH� VXJJHVWHG� WKDW� WKH� YLHZV� DLUHG� LQ�SROLWLFV�DQG�WKH�PHGLD�LQWHUVHFW�LQ�FRPSOH[�ZD\V�DFFRUGLQJ�WR�GDLO\�H[SHULHQFH ��ORFDO�WUDGLWLRQ�DQG�VRFLDO�VWUXFWXUH��7KRPSVRQ������������������������ 6HYHUDO� SOXUDOLVW� WKHRULHV� H[LVW� VXFK� DV� WKH� µFODVVLF¶� YHUVLRQ� IRXQG� LQ� WKH�ZULWLQJV� RI�� DPRQJVW�RWKHUV��7UXPDQ��������DQG�'DKO��������������������DQG�D�QHZ�YDULDQW��IUHTXHQWO\�UHIHUUHG� WR�DV�µQHR�SOXUDOLVP¶� RU� µFULWLFDO� SOXUDOLVP¶�ZKLFK� VWHPV� IURP� LQYHVWLJDWLRQV� LQWR� WKH� GLVWULEXWLRQ� RI�SRZHU� LQ�:HVWHUQ� GHPRFUDFLHV�� )RU� DQ� RYHUYLHZ� RI� ZKDW� SOXUDOLVWV� VD\� DERXW� WKHLU� UHVSHFWLYH�YHUVLRQ�RI�SOXUDOLVP��VHH��IRU�H[DPSOH��-RUGDQ����������� 'DKO� ������� FODULILHV� WKLV� IXUWKHU�� +H� VWDWHV� �SS��������� ³«� QRW� DOO� SOXUDOLVW� V\VWHPV� DUH�GHPRFUDWLF�� UHODWLYHO\�DXWRQRPRXV�RUJDQL]DWLRQV�DOVR�H[LVW�XQGHU� VRPH�QRQGHPRFUDWLF� UHJLPHV��1RU�DUH�DOO�GHPRFUDWLF�V\VWHPV�QHFHVVDULO\�SOXUDOLVW��GHPRFUDF\�PLJKW�FRQFHLYDEO\�H[LVW�RQ�D�YHU\�VPDOO� VFDOH�ZLWKRXW� UHODWLYHO\� DXWRQRPRXV� VXEV\VWHPV�«��+RZHYHU�� DOO� ODUJH �VFDOH� GHPRFUDWLF�V\VWHPV��DOO�GHPRFUDWLF�FRXQWULHV��DOO�SRO\DUFKLHV��DUH�RUJDQL]DWLRQDOO\�SOXUDOLVW�LQ�WKH�PHDQLQJ�RI�WKH�WHUPV�,�KDYH�WULHG�WR�FODULI\�LQ�WKLV�FKDSWHU�´��� $ ZLGH� YDULHW\� RI� RUJDQL]DWLRQV� KDYH� EHHQ� GHVFULEHG� DV� µVSHFLDO� LQWHUHVW� JURXSV¶ RU� µSUHVVXUH�JURXSV¶�� 5LFKDUGVRQ� �������� IRU� H[DPSOH�� UHIHUV� WR� WKH� H[LVWHQFH� RI� RYHU� ��� WHUPV� ± LQFOXGLQJ�
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SROLWLFDO� JURXS�� OREE\�� SROLWLFDO� LQWHUHVW� JURXS�� VSHFLDO� LQWHUHVW� JURXS�� YROXQWDU\� DVVRFLDWLRQ��RUJDQL]HG� JURXS�� SUHVVXUH� JURXS� � IRU� ZKDW� LV� HVVHQWLDOO\� WKH� VDPH� SKHQRPHQRQ�� QDPHO\�RUJDQL]DWLRQV�SUHVVLQJ�JRYHUQPHQW�WR�DFW�RU�QRW�WR�DFW��DV�WKH�FDVH�PD\�EH��:LOVRQ��������GHILQHV�DQ� LQWHUHVW� JURXS� DV� DQ� RUJDQL]DWLRQ� ZKLFK� KDV� VRPH� DXWRQRP\� IURP� JRYHUQPHQW� RU� SROLWLFDO�SDUWLHV�DQG�ZKLFK�WULHV�WR�LQIOXHQFH�SXEOLF�SROLF\��.LPEHU�DQG�5LFKDUGVRQ��������VXJJHVW�WKDW�D�SUHVVXUH� JURXS� PD\� EH� UHJDUGHG� DV� DQ\� JURXS� ZKLFK� DUWLFXODWHV� GHPDQGV� WKDW� WKH� SROLWLFDO�DXWKRULWLHV�LQ� WKH�SROLWLFDO�V\VWHP�RU�VXE�V\VWHP�VKRXOG�PDNH�DQ�DXWKRULWDWLYH�DOORFDWLRQ��DGGLQJ�WKDW�VXFK�JURXSV�VKRXOG�EH�GLVWLQJXLVKHG�IURP�SROLWLFDO�SDUWLHV�DQG�RWKHU�JURXSV�ZKRVH�REMHFWLYH�LV�WR�WDNH�RYHU�JRYHUQPHQW��5LFKDUGVRQ��������H[WHQGV�WKLV�GHILQLWLRQ�IXUWKH U�E\�QRWLQJ�WKDW�WKH�VWXG\� RI� SUHVVXUH� JURXSV� LV� HVVHQWLDOO\� FRQFHUQHG� ZLWK� ³«� WKH� SURFHVVHV� E\� ZKLFK� LQWHUHVWVEHFRPH�RUJDQL]HG LQ�VRFLHW\�DQG�WKH�SURFHVVHV�E\�ZKLFK�WKRVH�RUJDQL]DWLRQV�SDUWLFLSDWH�LQ�SXEOLF�SROLF\�PDNLQJ´� �S������$OO� RI� WKHVH� DVSHFWV� DUH LQVWUXFWLYH� LQ� WKH� FRQWH[W� RI� WKH� SUHVHQW� VWXG\��+RZHYHU��DV�VHW�RXW�LQ�&KDSWHUV���DQG����LQWHUHVW�LQ�&65�DQG�&65HVS�DUH�GHSLFWHG�DV�HOHPHQWV�RI�D�JURZLQJ�FRXQWHU�KHJHPRQ\�ZKLFK�TXHVWLRQV� WKH�UROH�RI�EXVLQHVV� LQ�VRFLHW\��$V�VXFK�� LW� LV� WKH�HPHUJHQFH� RI� VRFLDO� PRYHPHQWV�� VXFK� DV� WKH� HQYLURQPHQWDO� PRYHPHQW�� DV� D� VRXUFH� RI�FRXQWHUYDLOLQJ� SRZHU� ZKLFK� LV� RI� SDUWLFXODU� UHOHYDQFH� WR� WKH� SUHVHQW� VWXG\� �VHH�� IRU� H[DPSOH��0F)DUODQG����������� ,VVXHV�RI�JURXS�LQWHUHVWV��FRQIOLFW�DQG�SRZHU�LQ�WKH�FRQWH[W�RI�SROLWLFDO�V\V WHPV�KDYH�ORQJ�EHHQ�RI�LQWHUHVW�WR�VFKRODUV�DQG�WKHRULVWV��)RU�DQ�RYHUYLHZ�RI�WKH�OLWHUDWXUH�LQ�D�SOXUDOLVW�FRQWH[W��VHH��IRU�H[DPSOH��0RUJDQ��������S�����HW�VHT������ $VSHFWV� RI� µWKH� 1HZ�/HIW¶� LQFOXGHG� GHPDQGV� IRU� SHDFH�� WKH� H[WHQVLRQ� RI� GHPRFUDWLF� ULJKWV� WRZRUNHUV�LQ�LQGXVWU\�DQG�WR�ORFDO�FRPPXQLWLHV��WKH�HPDQFLSDWLRQ�RI�ZRPHQ��UHVLVWDQFH�WR�UDFLVP��DOO� RI�ZKLFK�ZHUH� SDUW� RI� D� SURWHVW�PRYHPHQW�ZKLFK�� LQ� ������ EURXJKW� )UDQFH� WR� WKH� EULQN� RI�UHYROXWLRQ��+HOG����������� 7KH�SOXUDOLVW�PRGHO�RI�SRZHU�VXJJHVWV�WKDW� LQ�WKH�GHFLVLRQ�PDNLQJ�SURFHVV�DOO�VHFWLRQV�RI�VRFLHW\�KDYH� DQ� HTXDO� FKDQFH� RI� LQIOXHQFLQJ� WKH� RXWFRPH�� L�H�� WKDW� QR� VLQJOH� VHFWLRQ� RI� VRFLHW\� KROGV�DEVROXWH� SRZHU� �5DKPDQ�� ������� +RZHYHU�� QHR�SOXUDOLVWV� UHFRJQL]HG� WKH� H[LVWHQFH� RI� SRZHU�DV\PPHWULHV�ZLWKLQ OLEHUDO�HFRQRPLF�GHPRFUDFLHV�ZKLFK�PHDQW�WKDW�WKH�RXWFRPH�RI�WKH�GHFLVLRQ �PDNLQJ�SURFHVV�ZDV�QRW�EDVHG�RQ�DQ�HTXLWDEOH�GLVWULEXWLRQ�RI�SRZHU���� $V�DQ�H[DPSOH�RI� WKH� ODWWHU��FRPSDQLHV�VXFK�DV�5R\DO�'XWFK�6KHOO��([[RQ�DQG�*HQHUDO�0RWRUV�FOHDUO\� KDYH� PRUH� HFRQRPLF� SRZHU� WKDQ� DOPRVW� DQ\� LQGLYLGXDO� RQ� WKH� SODQHW� �WKH� RQH� RU� WZR�H[FHSWLRQV�EHLQJ�WKH�YHU\�ULFKHVW�LQGLYLGXDOV�VXFK�DV�%LOO�*DWHV��DQG�XVH�WKLV�SRZHU�WR�LQIOXHQFH�VRFLR�HFRQRPLF�DQG�SROLWLFDO�PDWWHUV��VHH��IRU�H[DPSOH��1HLPDUN����������� 7KH� QHR�SOXUDOLVWV DUJXPHQW� LQ� WKLV� FRQWH[W� LV� VLPLODU� WR� WKDW� RI� WKH� µFRUSRUDWH� WHQGHQFLHV¶�FRQWULEXWLRQ��WKH�ODWWHU�EHLQJ�EDVHG�RQ�D�QXPEHU�RI�DSSUDLVDOV�E\�VRFLDO�DQG�SROLWLFDO�VFLHQWLVWV�LQ�UHODWLRQ� WR� WKH� VLJQLILFDQFH� RI� WKH� ³«�SURJUHVVLYH� HPHUJHQFH� RI� IRUPDO� DQG�RU� LQ IRUPDO� H[WUD�SDUOLDPHQWDU\� DUUDQJHPHQWV� EHWZHHQ� OHDGHUV� RI� NH\� ODERXU�� EXVLQHVV� DQG� VWDWH� RUJDQL]DWLRQV� WR�UHVROYH�PDMRU�SROLWLFDO�LVVXHV�LQ�H[FKDQJH�IRU�WKH�HQKDQFHPHQW�RI�WKHLU�FRUSRUDWH�LQWHUHVWV´��+HOG�������S�������6XFK�DSSUDLVDOV�FDQ�EH�IRXQG�LQ��IRU H[DPSOH��6FKPLWWHU���������3DQLWFK��������DQG�3LHUVRQ���������&RUSRUDWLVW�DUUDQJHPHQWV�LQ�WKLV�FRQWH[W�UHIHU�WR�WULSDUWLWH�DUUDQJHPHQWV�EHWZHHQ�WKH� WKUHH� JUHDW� SRZHU� EORFNV� LQ� VRFLHW\� ± WKH� ODERXU�PRYHPHQW� �ODERXU��� WKH�RZQHUV�RI�SULYDWH�PRQH\�FDSLWDO� �FDSLWDO��DQG� WKH�VWDWH�ZLWK� WKH�VWDWH�DFWLQJ�DV� WKH� IDFLOLWDWRU�DQG� LQWHUPHGLDU\� WR�VWHHU�WKH�YHKLFOH�RI�VRFLHW\�DV�D�ZKROH��6XFK�FRUSRUDWH�DUUDQJHPHQWV�KDYH�WDNHQ�KROG�LQ�RQO\�D�IHZ�FRXQWULHV��QRWDEO\�$XVWULD��WKH�1HWKHUODQGV�DQG�6ZHGHQ��)RU�DQ�RYHUYLHZ�VHH +HOG��������FKDSWHU������� 7KH�LPSRUWDQW�FKDOOHQJHV�ZKLFK�VXFK�D�V\VWHP�SRVHV�IRU�GHPRFUDF\�DUH�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\�EXW�VHH��IRU�H[DPSOH��'DKO����������������� 7KH� QHR�0DU[LVW� FRQWULEXWLRQ� LV� QRW� GLUHFWO\� UHOHYDQW� WR� WKH� SUHVHQW� VWXG\� DQG� WKX V� LV� RQO\�PHQWLRQHG�EULHIO\� WR�SURYLGH�FRQWH[W� WR� WKH�QHR�SOXUDOLVW�YLHZ��)RU�D�UHYLHZ�RI�WKH�QHR�0DU[LVW�SHUVSHFWLYH�LQ�JHQHUDO��VHH��IRU�H[DPSOH��+HOG��������FKDSWHU�����)RU�D�PRUH�GHWDLOHG�DQDO\VLV�VHH��IRU� H[DPSOH�� 0LOLEDQG�� ������ 2IIH�� ������ 3RXODQW]DV�� ������ ,Q� WKH� VSHFLILF� FRQWH[W� RI� VRFLDO�DFFRXQWLQJ�DQG�DFFRXQWDELOLW\��VHH��IRU�H[DPSOH��&KXD��������&RRSHU�DQG�6KHUHU�������� /DXJKOLQ�DQG�3X[W\��������1HLPDUN��������3X[W\��������7LQNHU������D��E�������� 7LQNHU�DQG�/RZH��������7LQNHU�HW�DO��������
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��� )RU� D UHYLHZ� RI� WKH� DUJXPHQWV� RI� SRVW�PRGHUQLVWLF� WKLQNLQJ� LQ� D� VWDNHKROGHU� FRQWH[W�� VHH�� IRU�H[DPSOH��<XWKDV�DQG�'LOODUG���������7KH�HVVHQWLDO�SRLQW�WR�JUDVS�KHUH�LV�WKDW�QDWXUH�FDQ�VXUYLYH�ZLWKRXW�KXPDQV�EXW�KXPDQV�FDQQRW� VXUYLYH� �IRU� WKH� WLPH�EHLQJ�DW� OHDVW� ZLWKRXW�QDWXUH��:KLOVW�PXFK� RI� PRGHUQ�GD\� OLIH� LQ� WKH� GHYHORSHG� ZRUOG� FHQWUHV� RQ� PDQ�PDGH� WHFKQRORJ\�� LQFOXGLQJ�DVSHFWV�RI�DJULFXOWXUH��DQG�KXPDQNLQG¶V�FRQQHFWLRQ�ZLWK�QDWXUH�EHFRPHV�PRUH�DQG�PRUH�WHQXRXV��LW�LV�DQ�LQHVFDSDEOH�IDFW�WKDW�KXPDQV�DUH�WKH�GHSHQGHQW�RQHV���� 7KH� UHIHUHQFH� WR� µFODVVLFDO¶� SROLWLFDO� HFRQRP\� LV� LPSRUWDQW� LQ� WHUPV� RI� DYRLGLQJ� SRVVLEOH�FRQIXVLRQ�EHWZHHQ� WKH� WZR�GLIIHUHQW� WUDGLWLRQV�LQ�SROLWLFDO�HFRQRP\��QDPHO\�WKDW�RI�µERXUJHRLV¶�SROLWLFDO�HFRQRP\��PRVW�RIWHQ�DVVRFLDWHG�ZLWK�-RKQ�6WXDUW 0LOO��DQG�µFODVVLFDO¶�SROLWLFDO�HFRQRP\��QRWDEO\� WKH�ZULWLQJV�.DUO�0DU[��VHH�� IRU�H[DPSOH��+HOG��������0DFSKHUVRQ���������������,Q�LWV�WUDGLWLRQDO� XVDJH�� µSROLWLFDO� HFRQRP\¶� ZDV� XVHG� DV� DQ� HDUO\� WLWOH� IRU� WKH� JHQHUDO� VXEMHFW� RI�HFRQRPLFV��HPSKDVLVLQJ�WKH� LPSRUWDQFH�RI�FKRLFH�DQG�DOWHUQDWLYHV�LQ�HFRQRPLFV��%DQQRFN� HW�DO����������:LWKLQ�FRQWHPSRUDU\�VRFLDO�VFLHQFH��PXFK�RI�WKH�WKHRUHWLFDO�JURXQGZRUN�IRU�WKH�VHSDUDWH�GLVFLSOLQHV�WKHUHLQ�ZDV�HVWDEOLVKHG�LQ�WKH�HLJKWHHQWK�DQG�QLQHWHHQWK�FHQWXULHV�E\�ZULWHUV�VXF K�DV�$GDP� 6PLWK�� -RKQ� 6WXDUW� 0LOO� DQG� .DUO� 0DU[� ZKR� IRFXVHG� RQ� WKH� UHODWLRQVKLS� EHWZHHQ� WKH�SURGXFWLRQ��GLVWULEXWLRQ�DQG�FRQVXPSWLRQ�RI�ZHDOWK� LQ�KXPDQ� VRFLHW\� DQG� WKH� UROH�RI� WKH� VWDWH��SDUWLFXODUO\� LQ� WHUPV�RI� VRFLDO� FODVV�� WKH�YDOXH�RI� ODERXU�DQG� WKH�GLYLVLRQ�RI� ODERXU�DW�D�PDFUR�HFRQRPLF�OHYHO��$EHUFURPELH�HW�DO������������ &KDSWHU���H[SORUHG�WKH�5RFKHVWHU�6FKRRO EUDQG�RI�DJHQF\�WKHRU\ DQG�LQIRUPDWLRQ�HFRQRPLFV�LQ�SUHGLFWLQJ� DQG� H[SODLQLQJ� FRUSRUDWH� VRFLDO� UHSRUWLQJ�� 7KLV� DSSURDFK�� JURXQGHG� LQ� QHR �FODVVLFDO�HFRQRPLFV��LV�RQH�H[WUHPH�DORQJ�D�FRQWLQXXP�ZKLFK�FRQWDLQV�VRPHZKHUH�LQ�WKH�PLGGOH�WKH�QHR �SOXUDOLVW�DSSURDFK�DV�DGRSWHG�E\�WKRVH�VXFK�DV�*UD\� HW�DO�����������$W�WKH�RWKHU�H[WUHPH�FDQ�EH�IRXQG�PRUH�FULWLFDO�UDGLFDO�DFFRXQWLQJ�UHVHDUFKHUV�VXFK�DV�3X[W\��������������DQG�7LQNHU�HW�DO����������7KH�ODWWHU�DUJXH�WKDW�WKH�V\VWHPV�RI�SRZHU��HFRQRPLF�DFWLYLW\�DQG�VRFLDO�RUJDQL]DWLRQ�DUH�VR�IXQGDPHQWDOO\�ZURQJ�WKDW�WKHUH�LV�OLWWOH�SRLQW�LQ�DGGUHVVLQJ�LVVXHV�RI�HQYLURQPHQWDO�SURWHFWLRQ��VRFLDO� MXVWLFH��FXOWXUDO�GLYHUVLW\��HWF��XQOHVV�DQG�XQWLO�VXFK�V\VWHPV�DUH�WKHPVHOYHV�UHSODFHG��VHH�&KDSWHU� �����$OO� DFFRXQWLQJ� UHVHDUFKHUV� SRVLW� WKHPVHOYHV��ZKHWKHU� RXW� RI� FKRLFH� RU� LJQRUDQFH��VRPHZKHUH� DORQJ� WKLV� FRQWLQXXP�� $� GHWDLOHG� FRQVLGHUDWLRQ� RI� FULWLFDO� DFFRXQWLQJ� UHVHDUFKHUV 
�FULWLFLVPV� RI� D� QHR�SOXUDOLVW� DSSURDFK� WR� VRFLDO� DFFRXQWLQJ� LV� RXWVLGH� WKH� VFRSH� RI� WKH� SUHVHQW�VWXG\��+RZHYHU�� LW� LV� LPSRUWDQW� WR� UHFRJQLVH� WKDW� DQ\�GLVFXVVLRQ�RI� V\VWHPV�RI�SRZHU��FRQIOLFW��JURXS�LQWHUHVWV��VRFLDO�RUJDQL]DWLRQ�DQG�DFWLYLW\��DQG�RI�WKH�PHWKRGV�E\�ZKLFK�UHVHDUFKHUV�VHHN�WR�H[SORUH�DQG�XQGHUVWDQG�VXFK�V\VWHPV�DQG�DFWLYLW\��LV�SUHGLFDWHG�RQ�FHUWDLQ�QRUPDWLYH DVVXPSWLRQV�DERXW�WKH�H[WHQW�WR�ZKLFK��L��WKHUH�DUH�µSUREOHPV¶�ZLWK�WKH�SUHVHQW�VRFLDO�V\VWHP�DQG��LL��WKH�ZD\V��LI�DQ\��LQ�ZKLFK�ZH�VKRXOG�JR�DERXW�FRUUHFWLQJ�VXFK�µSUREOHPV¶���� $V� QRWHG� E\� *UD\� HW� DO�� �����E��� WKH� �SUHGRPLQDQWO\�� ERXUJHRLV� LQWHUSUHWDWLRQ� RI� SROLWLFDO�HFRQRP\�DV�DSSOLHG�LQ�DFFRXQWLQJ��VHH��IRU�H[DPSOH�*XWKULH�DQG�3DUNHU��������LV�GLDPHWULFDOO\�DW�RGGV�ZLWK� WKH� FODVVLFDO� �L�H��0DU[LVW�� LQWHUSUHWDWLRQ� �VHH�� IRU� H[DPSOH�� 7LQNHU� HW� DO��� �������$V�VXFK��WKH�WZR�YLHZV�DUH�LUUHFRQFLODEOH�LQ�WKDW�WKH�IRUPHU�WUHDWV�DV�LPSRUWDQW�LVVXHV�ZKLFK�WKH�ODWWHU�VHHV�DV�³UHODWLYHO\�WULYLDO´��*UD\�HW�DO��������S�������� 6WDNHKROGHU�WKHRU\�DQG�OHJLWLPDF\�WKHRU\��DORQJ�ZLWK�µFODVVLFDO¶�SROLWLFDO�HFRQRP\�WKHRU\��VHH��IRU�H[DPSOH��&RRSHU�DQG�6KHDUHU���������DUH� WKH�PRVW�ZLGHO\�HPSOR\HG�GHVFULSWLYH�WKHRULHV�ZLWKLQ�DFFRXQWLQJ�WR�H[SODLQ�&65��$V�QRWHG�E\�*UD\� HW�DO�������E���WKLV�OLWHUDWXUH�GRHV�QRW�VSHDN�ZLWK�RQH� YRLFH�� ZLWK� VXJJHVWLRQV� WKDW� WKH� VRFLDO� DQG� SROLWLFDO� WKHRULHV� XVHG� WR� H[SODLQ� &65� DUH� LQ�FRPSHWLWLRQ�ZLWK� HDFK� RWKHU� UDWKHU� WKDQ� RIIHULQJ� FRPSOHPHQWDU\� LQVLJKWV� �VHH�� IRU� H[DPSOH� WKH�GLVFRXUVH�EHWZHHQ�$UQROG�������DQG�*XWKULH�DQG�3DUNHU�������� 5DWKHU�WKDQ�EHFRPH�LQYROYHG�LQ�WKLV�GLVFRXUVH�� LW� VHHPV�PRUH� IUXLWIXO� �LQ� WKH� FRQWH[W�RI� WKH�SUHVHQW� VWXG\�DW� OHDVW�� WR� DGRSW� WKH�SRVLWLRQ�RI�*UD\�HW�DO� �����E���ZKLFK�LV��HVVHQWLDOO\��WR�YLHZ�VWDNHKROGHU�WKHRU\�DQG�OHJLWLPDF\�WKHRU\�DV�WZR�RYHUODSSLQJ�SHUVSHFWLYHV�ZLWKLQ�DQ�RYHUDOO�QHR�SOXUDOLVW�IUDPHZRUN�ZKLFK�GUDZV�RQ�WKH�DVVXPSWLRQV�RI�µSROLWLFDO�HFRQRP\¶���� 7KLV� LV� QRW� WR� GHQ\� WKDW�� LQ� QHJRWLDWLQJ� UHODWLRQVKLSV�ZLWK�YDULRXV� VWDNHKROGHU�JURXSV��EXVLQHVV�RUJDQL]DWLRQV�GR�QRW� WDNH�JHQXLQH�VWHSV� WR� OLVWHQ� WR�DQG� WKXV�JLYH�D�YRLFH� WR�VXFK�JURXSV�LQ�WKH�YDULRXV�DVSHFWV�RI�WKH�RUJDQL]DWLRQ�VRFLHW\�UHODWLRQVKLS��,QGHHG��WKHUH�DUH�PDQ\�FLWHG�H[DPSOHV�RI�RUJDQL]DWLRQV�WDNLQJ�D�PRUH�HQOLJKWHQHG�DQG�EHQLJQ�DSSURDFK�WR�VWDNHKROGHU�HQJDJHPHQW��VHH��IRU�H[DPSOH��=DGHN��������=DGHN�DQG�(YDQV��������=DGHN�DQG�5D\QDUG��������=DGHN� HW�DO����������
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+RZHYHU��E\�DQG�ODUJH��VXFK�H[DPSOHV�UHPDLQ�WKH�H[FHSWLRQ�UDWKHU�WKDQ�WKH�UXOH�DQG�TXLWH�GLVWLQFW�IURP� WKH�PDLQVWUHDP� FRUSRUDWH� FRPPXQLW\� �=DGHN� DQG� (YDQV�� ������� 7KH� HPHUJHQFH� RI VRPH�IRUP� RI� µVWDNHKROGHU� FDSLWDOLVP¶� �(ONLQJWRQ�� ������ +XWWRQ�� ������ EDVHG� XSRQ� D� PRUH� HYHQ�GLVWULEXWLRQ�RI�HFRQRPLF�DQG�SROLWLFDO�SRZHU�ZLWKLQ� OLEHUDO�HFRQRPLF�GHPRFUDFLHV�VWLOO�VHHPV�D�ORQJ��ORQJ�ZD\�RII����� 2I�WKH�����UHSOLHV�WR�WKH�$66&¶V��������VWXG\� JURXS¶V�VXUYH\������OLQNHG�D�FRPSDQ\¶V�SULPDU\�REMHFWLYHV� WR� SURILWV��ZLWK� WKH�PDMRULW\� RI� WKHVH� FRPSDQLHV� DOVR� UHFRJQLVLQJ� D� UHVSRQVLELOLW\� WR�HPSOR\HHV�������DQG�WR�FXVWRPHUV��������+RZHYHU��RQO\�����UHFRJQLVHG�D�UHVSRQVLELOLW\�WR�WKH�FRPPXQLW\��ZLWK� IHZ UHFRJQLVLQJ�D� UHVSRQVLELOLW\� WR� WKH� HQYLURQPHQW� ������2I� WKH�����ZKLFK�OLQNHG� D� FRPSDQ\¶V� SULPDU\� REMHFWLYHV� WR� SURILWV�� RQO\� ���� RI� WKH� WRWDO� QXPEHU� RI� UHSOLHV�H[SUHVVHG�WKH�H[WUHPH�YLHZ�WKDW�WKH�SULPDU\�REMHFWLYH�ZDV�WR�HDUQ�SURILWV� RQO\ IRU�WKH�EHQHILW RI�VKDUHKROGHUV�� 7KH� µVRIWHU¶� DQG� PRUH� FRPPRQ� YLHZ� ZDV� WKDW� FRPSDQLHV� KDG� D� SULPDU\�UHVSRQVLELOLW\� WR�PD[LPLVH� WKH�ZHDOWK� RI� VKDUHKROGHUV� EXW� WKDW� WKLV�ZDV� VXEMHFW� WR�PDLQWDLQLQJ�FHUWDLQ� VWDQGDUGV� RI� TXDOLW\� WR� WKHLU� HPSOR\HHV�� FXVWRPHUV� DQG� WKH� FRPPXQLWL HV� LQ�ZKLFK� WKH\�RSHUDWH��$66&������������ $OWKRXJK�QRW�UDGLFDO� LQ� WKH�FRQWH[W�RI�GHYHORSPHQWV� LQ� WKH�ZKROH�ILHOG�RI�&65�� 7KH�&RUSRUDWH�5HSRUW ZDV� DW� WKH� WLPH� D� VLJQLILFDQW� GHSDUWXUH� IURP� WUDGLWLRQ� IRU� SUDFWLVLQJ� DFFRXQWDQWV��LQWURGXFLQJ�WKHP�WR�D�GLIIHUHQW�GRPDLQ�WR�WKH�RQH�WKH\�ZHUH�XVHG�WR��VHH��IRU�H[DPSOH�� 5HQVKDOO���������7KH�&RUSRUDWH�5HSRUW UHFHLYHG�VXSSRUW�IURP�WKH�8.�JRYHUQPHQW¶V�'HSDUWPHQW�RI�7UDGH��'R7�� LQ� D� UHSRUW� $LPV� DQG� 6FRSH� RI� &RPSDQ\� 5HSRUWV �'R7�� ������ DQG� WKH� 8.� /DERXU�JRYHUQPHQW�LQ�D�FRQVXOWDWLYH�GRFXPHQW�7KH�)XWXUH�RI�&RPSDQ\�5HSRUWV �+062���������ERWK�RI�ZKLFK�IDYRXUHG�D�ZLGHU�UHSRUWLQJ�FRQFHSW�ZKLFK�UHFRJQLVHG�WKDW�FRPSDQLHV�KDYH�UHVSRQVLELOLWLHV�QRW�RQO\�WR�VKDUHKROGHUV�EXW�DOVR�WR�HPSOR\HHV�DQG�WKH�ZLGHU�FRPPXQLW\��1HYHUWKHOHVV��WKHUH ZDV�DOVR�FRQVLGHUDEOH�RSSRVLWLRQ�WR�7KH�&RUSRUDWH�5HSRUW IURP�RWKHU�VHFWLRQV�RI�VRFLHW\��QRWDEO\�WKH�/RQGRQ�6WRFN�([FKDQJH�DQG�WKH�HPSOR\HUV¶�RUJDQL]DWLRQ�7KH�&RQIHGHUDWLRQ�RI�%ULWLVK�,QGXVWU\��&%,���:RRGZDUG���������+RZHYHU��WKH�HOHFWLRQ�RI�D�8.�&RQVHUYD WLYH�JRYHUQPHQW�LQ����� VDZ�D�UHWXUQ� WR�D�PRUH� WUDGLWLRQDO�SHUVSHFWLYH� LQ�ZKLFK�D�FRPSDQ\¶V�SULPDU\�UHVSRQVLELOLW\� LV�VHHQ�DV�EHLQJ�WR�LWV�VKDUHKROGHUV�DQG�QRW�WR�RWKHU�JURXSV�VXFK�DV�HPSOR\HHV�DQG�FXVWRPHUV��:RRGZDUG��������� 0RUH� UHFHQWO\�� WKH� VWDNHKROGHU FRQFHSW� DSSHDUHG� WR� FRPH� EDFN� LQWR� IDYRXU� DPRQJVW�SURIHVVLRQDO�DFFRXQWDQF\�FLUFOHV�ZLWK�WKH�SXEOLFDWLRQ�RI�D�GLVFXVVLRQ�GRFXPHQW�0DNLQJ�&RUSRUDWH�5HSRUWV� 9DOXDEOH E\� WKH� ,QVWLWXWH� RI� &KDUWHUHG� $FFRXQWDQWV� RI� 6FRWODQG� �,&$6�� �0F0RQQLHV���������DOWKRXJK�WKH ,&$6�UHSRUW�UHFRJQLVHG�RQO\�IRXU�XVHU�JURXSV�DQG�H[FOXGHG�WKH�JHQHUDO�SXEOLF�DV�RQH�VXFK�XVHU�JURXS���� 7KLV� WUHQG� LV� DOVR� WDNLQJ�SODFH� LQ�RWKHU� FRQWH[WV��)RU� H[DPSOH�� LQ� WKH�86�� VWDNHKROGHU� LQWHUHVWV�KDYH� EHHQ� UHFRJQLVHG� E\� ODZ� LQ� ��� VWDWHV�� LQ� %ULWDLQ�� ODZV� UHTXLULQJ� LWV� DGRSWLRQ� KDYH� EHHQ�DGYRFDWHG�E\�WKH�&RQIHGHUDWLRQ�RI�%ULWLVK�,QGXVWU\��&%,��DQG�WKH�7UDGHV�8QLRQ�&RQJUHVV��78&���DQG�PRUH�UHFHQWO\�LW�ZDV�XVHG�DV�RQH�RI�WKH�FHQWUDO�WKHPH¶V�RI�WKH�%ULWLVK�/DERXU�3DUW\�GXULQJ�LWV�VXFFHVVIXO�HOHFWLRQ�FDPSDLJQ LQ�������6WHUQEHUJ����������� )UHHPDQ��������UHDGLO\�DFNQRZOHGJHV�WKDW�WKLV�LV�D�WUHPHQGRXV�RYHUVLPSOLILFDWLRQ�RI�WKH�LVVXHV��+LV� DUJXPHQW� LV� QRW� WKDW� EXVLQHVV� KDV� QHYHU� GHDOW� ZLWK� QRQ�PDUNHWSODFH� VWDNHKROGHUV�� RQ� WKH�FRQWUDU\�� WKH\� DOZD\V� KDYH�� EXW� UDWKHU� WKDW� WKH� UHODWLYH� LPSRUWDQFH� RI� VXFK� VWDNHKROGHUV� LV�GDPDJLQJO\� XQGHUSOD\HG� E\� PDQDJHPHQW� WKHRULHV� LQ� WKHLU� SULYLOHJLQJ� RI� WKH� SURGXFW �PDUNHW�IUDPHZRUN���� )UHHPDQ¶V��������UHDGLO\�DFNQRZOHGJHV� WKDW�PDQ\�� IURP�$GDP�6PLWK�RQZDUG��KDYH�UHFRJQLVHG�WKH� EXVLQHVV� RUJDQL]DWLRQ� DV� D� VRFLDO� LQVWLWXWLRQ�� +RZHYHU�� )UHHPDQ¶V� DUJXPHQW� LV� WKDW� WKH�µH[WHUQDO�WXUEXOHQFH¶�H[SHULHQFHG�E\�WKH�PRGHUQ�FRUSRUDWLRQ�LV�QRW�DGHTXDWHO\�DFNQRZOHGJHG�LQ�WKH�FXUUHQW�QHR�FODVVLFDO�YLHZ�RI�WKH�PRGHUQ�FRUSRUDWLRQ���� $OWKRXJK� )UHHPDQ� ������� IRFXVHV� SULPDULO\� RQ� WKH� EXVLQHVV� RUJDQL]DWLRQ�� KH� DUJXHV� WKDW� WKH�VWDNHKROGHU� FRQFHSW� FDQ� EH� DSSOLHG� HTXDOO\� WR� QRQ�EXVLQHVV� RUJDQL]DWLRQV� VXFK� DV� JRYHUQPHQW�DJHQFLHV�� QRW�IRU�SURILW� RUJDQL]DWLRQV� DQG� YROXQWHHU� RUJDQL]DWLRQV�� )RU� DQ� H[DPSOH� RI� WKH�FRQFHSW¶V�DSSOLFDWLRQ�WR�KRVSLWDOV��VHH��IRU�H[DPSOH��)UHHPDQ�HW�DO� ���������� 2WKHU�GHILQLWLRQV�DQG�FRQVWUXFWLRQV�FDQ�EH�IRXQG�LQ�WKH�VWDNHKROGHU�DQG�&65�OLWHUDWXUH��VHH��IRU�H[DPSOH��&DUUROO�� ������&ODUNVRQ� DQG�'HFN�� ������&RUQHOO� DQG� 6KDSLUR�� ������'RQDOGVRQ� DQG�
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3UHVWRQ��������*UD\� HW�DO���������0DF0LOODQ�DQG�-RQHV��������6WXUGLYDQW�DQG�9HUQRQ �:RUW]HO��������EXW�WKDW�SURYLGHG�E\�)UHHPDQ�LV�WKH�RQH�XVHG�LQ�WKH�SUHVHQW�VWXG\���� $W�WKH�SUHVHQW�WLPH���������WKH�WHUP�µVWDNHKROGHUV¶�KDV�FRPH�WR�PHDQ�GLIIHUHQW�WKLQJV�WR�GLIIH UHQW�SHRSOH��GHSHQGLQJ�RQ�WKHLU�SHUVSHFWLYH�RQ�WKH�UHODWLRQVKLS�EHWZHHQ�EXVLQHVV�DQG�VRFLHW\�DQG�WKH�UROH�RI�EXVLQHVV�LQ�VRFLHW\��,Q�SDUWLFXODU��LW�LV�EHFRPLQJ�LQFUHDVLQJO\�DSSDUHQW�WKDW�IDFWLRQV�ZLWKLQ�VRFLHW\�DUH�DWWHPSWLQJ�WR�FDSWXUH�WKH�VWDNHKROGHU�FRQFHSW�E\�XVLQJ�D�GHILQLWLRQ�ZKLFK�IXUWKHUV�WKHLU�RZQ� VRFLR�SROLWLFDO� DJHQGDV��)((� �������� IRU�H[DPSOH�� LQ�D� UHFHQW�GLVFXVVLRQ�SDSHU�³3URYLGLQJ�$VVXUDQFH� RQ� 6XVWDLQDELOLW\� 5HSRUWV´� GHILQHV� VWDNHKROGHUV� DV� WKRVH� ³«� KDYLQJ� D� QRQ �WULYLDO�LQWHUHVW�LQ�WKH�GHFLVLRQV�RI�D�FRPSDQ\´��S������6XFK�D�GHILQLWLRQ�LV�QRW�MXVW�VRFLDOO\ �FRQVWUXFWLQJ�WKH�EXVLQHVV�VRFLHW\� UHODWLRQVKLS�E\�XVH�RI� WKH� WHUP�µQRQ�WULYLDO¶� �WR�ZKRP"��EXW� LV�SDUWLFXODUO\�XQKHOSIXO IURP�D�SOXUDOLVW�SHUVSHFWLYH�EHFDXVH�RI�WKH�REYLRXV�DWWHPSW�WR�DUULYH�D W�VRPH�IRUP�RI�FORVXUH�E\�IRFXVLQJ�RQ�WKH�FRPSDQ\�UDWKHU�WKDQ�WKH�ZLGHU�VRFLHW\���� ,W� LV� WKLV� DSSURDFK� ZKLFK� XQGHUOLHV� PXFK� RI� WKH� GHYHORSPHQWV� LQ� SUHVFULSWLYH�� SUDFWLFH �EDVHG�PRGHOV�RI�VWDNHKROGHU�DFFRXQWDELOLW\�LQ�WKH�����V��HVSHFLDOO\�WKH�ZRUN�RI�(ONLQJWR Q��������������DQG�6XVWDLQ$ELOLW\�81(3������D��E���������������7KDW�LV��VXFK�PRGHOV�DGRSW�WKH�YLHZ�WKDW�LW�LV�LQ�WKH� ORQJ�WHUP� LQWHUHVWV� RI� EXVLQHVV� WR�PDQDJH�PRUH� HIIHFWLYHO\� LWV� UHODWLRQVKLS�ZLWK� LWV�YDULRXV�VWDNHKROGHUV�� 0RUH� UDGLFDO�� SUHVFULSWLYH� PRGHOV� ZKLFK� LQYROYH� UHGUHVVLQJ� H[LVWLQJ� SRZHU�DV\PPHWULHV��7XUQEXOO��������RU�LQ�ZKLFK�PDQDJHPHQW¶V�GXW\�LV�VHHQ�DV�EHLQJ�WR�OLVWHQ��UHPRYH�EDUULHUV� WR� LQWHUDFWLRQ�� RUJDQLVH� DQG� IDFLOLWDWH� PHDQLQJ�� DQG� WR� VDIHJXDUG� RSHQ� GHEDWH� DQG�QHJRWLDWLRQ� EHWZHHQ� VWDNHKROGHUV� �)UHHPDQ� DQG� /LHGWND�� ������ .XKQ� DQG� 6KULYHU�� ������+XPPHOV��������:HLFN��������RU� WR�WULJJHU�FULWLFDO�FRPPHQWV�DQG�HQFRXUDJH�µQRLVH¶��$OYHVVRQ�DQG�:LOOPRWW�� ������KDYH�\HW� WR�EH� WDNHQ� VHULRXVO\�E\�EXVLQHVV�� WKH�DFFRXQWDQF\�SURIHVVLRQ�RU�WKRVH�LQYROYHG LQ�SURYLGLQJ�FRQVXOWDQF\�VHUYLFHV�WR�EXVLQHVV�RQ�VWDNHKROGHU�LVVXHV���� /DWHU�RQ�LQ�KLV�ERRN��)UHHPDQ��������TXDOLILHV�WKLV�LQFOXVLYH�FRQFHSW�RI�VWDNHKROGHUV�E\�DUJXLQJ�WKDW�³«�ZKHQ�ZH�SXW�WKH�FRQFHSW�WR�SUDFWLFDO�WHVWV�ZH�PXVW�EH�ZLOOLQJ�WR�LJQRUH�FHUWDLQ�J URXSV�ZKR�ZLOO�KDYH�OLWWOH�RU�QR�LPSDFW�RQ�WKH�FRUSRUDWLRQ´��SS���������� )UHHPDQ¶V��������DUJXPHQW�IRU�XVLQJ�WKLV�PRGHO�RI�WKH�ILUP�LV�HVVHQWLDOO\�QRUPDWLYH��KLV�FRQFHUQ�EHLQJ�WKDW�WKHUH�LV�D�QHHG�IRU�³«�GHDOLQJ�ZLWK�PXOWLSOH�VWDNHKROGHUV�RQ�PXOWLSOH�LVVXHV� )RU�HDFK�PDMRU� VWUDWHJLF� LVVXH� ZH� PXVW� WKLQN� WKURXJK� WKH� HIIHFWV� RQ� D� QXPEHU� RI� VWDNHKROGHUV�� DQG�WKHUHIRUH��ZH�QHHG�SURFHVVHV�ZKLFK�KHOS�WDNH�LQWR�DFFRXQW�WKH�FRQFHUQV�RI�PDQ\�JURXSV´��S������7KHVH�QRUPDWLYH�LVVXHV�DUH�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\��+RZHYHU��WKH�PRGHO�SURYLGHG�E\� )UHHPDQ� KDV� GHVFULSWLYH� YDOXH� LQ� WHUPV� RI� WKH�ZD\� LQ�ZKLFK� LW� DOORZV� XV� WR� YLHZ� KRZ� WKH�PDQDJHPHQW� RI� EXVLQHVV� RUJDQL]DWLRQV� PD\� LQGHHG� XVH� LQIRUPDWLRQ� DV� SDUW� RI� VWUDWHJLF�PDQDJHPHQW�IRU�PDQDJLQJ�UHODWLRQV�ZLWK�D�QXPEHU RI�VWDNHKROGHUV���� )UHHPDQ��������SS�������SURYLGHV�DQ�LQWHUHVWLQJ�H[DPSOH�RI�KRZ�YROXQWDU\�QHJRWLDWLRQV�EHWZHHQ�DQ� RUJDQL]DWLRQ¶V� PDQDJHPHQW� DQG� LWV� YDULRXV� VWDNHKROGHU� JURXSV� DUH� SOD\HG� RXW� LQ� SUDFWLFH��,GHQWLFDO� LQ�IRUP�WR�WKH�VR�FDOOHG�µ3ULVRQHUV¶�'LOHPPD¶�JDPH��WKH�µ6WDNHKROGHU�'LOHPPD¶�JDPH�HVVHQWLDOO\�LQYROYHV�HLWKHU�SDUW\�DGRSWLQJ�RQH�RI�WZR�VWUDWHJLHV� ± QHJRWLDWLRQ�RU�KDUG�EDOO�± ZLWK�QHJRWLDWLRQ�E\�ERWK SDUWLHV�EHLQJ�WKH�RQO\�VWUDWHJ\�ZKLFK�UHVXOWV�LQ�D�PXWXDOO\�DFFHSWDEOH�VROXWLRQ��7KXV�)UHHPDQ�FRQFOXGHV��³7KH�RQO\�ZD\�RXW�LV�WR�YROXQWDULO\�DGRSW�D�SRVWXUH�RI�QHJRWLDWLRQ�ZLWK�VWDNHKROGHU�JURXSV��%HFDXVH��WKHUH�LV�QR�RWKHU�ZD\�WR�NHHS�IURP�KDYLQJ�D�VROXWLRQ�LPSRVHG�XSRQ�WKH�RUJDQL]DWLRQ�IURP�RXWVLGH��$QG��WR�DFFHSW�VXFK�DQ�LPSRVLWLRQ�RI�D�VROXWLRQ�W R�D�SUREOHP�LV�WR�JLYH�XS�WKH�PDQDJHULDO�UROH´��������S�����RULJLQDO�HPSKDVLV����� $� PRUDO� DJHQW� PD\� EH� GHILQHG� DV� DQ� DJHQW� ZKLFK� LV� FDSDEOH� RI� SHUIRUPLQJ� LQWHQWLRQDO� DFWV��'RQDOGVRQ���������7KXV��RQ� WKLV�EDVLV��DOO�KXPDQV�DUH�PRUDO�DJHQWV�EHFDXVH��XQOLNH�PDF KLQHV��WKH\�KDYH�D�FRQVFLHQFH��ZKLFK�LPSOLHV�WKDW�DOO�DFWV�DUH�ZLOOHG�DFWV�EDVHG�RQ�FRQVFLRXV�LQWHQWLRQ��)RU� D� GLVFXVVLRQ� RI� PRUDO� DJHQF\� LQ� WKH� FRQWH[W� RI� WKH� ODUJH�� EXVLQHVV� RUJDQL]DWLRQ�� VHH�� IRU�H[DPSOH��'RQDOGVRQ��������FKDSWHU������� 2QH�H[DPSOH�ZLOO�VHUYH�WR�LOOXVWUDWH�WKLV�SRLQW��'RQDOGVRQ�������S������WZR�FRPSDQLHV��1HVWOp�DQG�%ULVWRO�0\HUV�� DV�SDUW� RI�D�QXPEHU�RI�86�ILUPV��XVHG�SROLFLHV�RI�DJJUHVVLYH�DGYHUWLVLQJ��ZKLFK�LQFOXGHG�WKH�KDQGLQJ�RXW�RI�IUHH�VDPSOHV��WR�SHUVXDGH�VRPH�PRWKHUV�LQ�7KLUG�:RUOG� FRXQWULHV�WR�VZLWFK�IURP�EUHDVW�IHHGLQJ�WR�LQIDQW�IRUPXOD��7KLV�PDUNHWLQJ�VWUDWHJ\��DLPHG�DW�LQFUHDVLQJ�VDOHV�RI�WKH�IRUPXOD��ZDV�FKDOOHQJHG�E\�FULWLFV�ZKR�DUJXHG�� LQWHU�DOLD��WKDW�LQIDQW�PRUWDOLW\�UDWHV�URVH�DV�D�GLUHFW� UHVXOW� RI�PRWKHUV�PL[LQJ� WKH� IRUPXOD�ZLWK� FRQWDPLQDWHG� ORFDO�ZDWHU� VXSSOLHV�� 6XFK� DFWV�
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KDYH�D�PRUDO�GLPHQVLRQ�EHFDXVH� WKH\�FDQ�GR�KDUP� WR�RWKHUV�DQG�DV� VXFK�FRPSDQLHV� DUH PRUDO�DJHQWV���� 7KH�WHUP�µGHPRFUDF\¶�LV�XVHG�WKURXJKRXW�WKLV�DQG�WKH�VXEVHTXHQW�FKDSWHU��IRUPLQJ�DQ�LQWHJUDO�SDUW�RI� YLHZ� RI� VRFLHW\� FRQVWUXFWHG� WKURXJK� WKH� OHQVHV� RI� 067� DQG� 2/7�� $OWKRXJK� D� GHWDLOHG�GLVFXVVLRQ�RI�GHPRFUDF\�LV�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\��LW�LV�SHUKDSV�LPSRUWDQW�WR�SRLQW�RXW� WKDW� WKHUH� DUH� GLIIHUHQW�PRGHOV� RI� GHPRFUDF\� �+HOG�� ������� D� NH\� GLVWLQJXL VKLQJ� IHDWXUH� RI�ZKLFK�LV�WKH�GHJUHH�WR�ZKLFK�SRZHU�LV�GHYROYHG�WR�WKH�GHPRV��IRU�DQ�RYHUYLHZ�IURP�DFFRXQWLQJ�SHUVSHFWLYH��VHH�*UD\�HW�DO���������FKDSWHU�����$Q�LPSRUWDQW�DVSHFW�LQ�WKLV�FRQWH[W�LV�WKH�H[WHQW�WR�ZKLFK�SDUWLFLSDWRU\�LQIRUPDWLRQ�IORZV�WR�WKH�SHRSOH�RI�D�VWDWH�DUH�UHFRJQLVHG�DV�D�GHPRFUDWLF�ULJKW��L�H��DFFRXQWDELOLW\��UDWKHU�WKDQ�DV�DQ�µHFRQRPLF�JRRG¶�WKDW�LV�VXEMHFW�WR�WKH�ZKLPV�RI�WKRVH�ZKR�KDYH�FRQWURO�RYHU�VXFK�IORZV���� *LEVRQ���������IRU�H[DPSOH��DUJXHV�WKDW�D�ODUJH�SURSRUWLRQ�RI�WKH�SRSXODW LRQ¶V�DFWLRQV�DUH�JXLGHG�E\�SUXGHQFH�� QRW� VHOI�LQWHUHVW�� VXFK�SUXGHQFH�EHLQJ� URRWHG� LQ�D� UHOLJLRXV�RU� VSLULWXDO�EHOLHI� WKDW�WKHLU�DFWLRQV�ZLOO�EH�VXEMHFWHG�WR�GLYLQH�VFUXWLQ\�LQ�WKH�DIWHU �OLIH���� 7KH� FRQIOLFW� EHWZHHQ� HFRQRPLF� DJHQF\� DQG� VWDNHKROGHU� WKHRULHV� RI� WKH� ILUP� KDV� ORQJ� EHHQ�HQWUHQFKHG�LQ�WKH�RUJDQL]DWLRQDO�DQG�PDQDJHPHQW�OLWHUDWXUH��$W�WKH�HSLFHQWUH�RI�WKLV�GHEDWH�OLHV�DQ�RQJRLQJ�VWUXJJOH�EHWZHHQ��RQ�WKH�RQH�KDQG��DQ�HFRQRPLF�YLHZ�RI�WKH�ILUP�ZLWK�LWV�URRWV�LQ�QHR �FODVVLFDO�HFRQRPLFV�DQG�ZKLFK� LV�HVVHQWLDOO\�VLOHQW�RQ� WKH�PRUDO�DQG�HWKLFDO� LPSOLFDWLRQV�RI� WKH�PRGHUQ�FRUSRUDWLRQ�DQG��RQ� WKH�RWKHU��D�VWURQJO\�KXPDQLVWLF�RU�HWKLFDO�YHUVLRQ�ZLWK� LWV� URRWV� LQ�RUJDQL]DWLRQ�WKHRU\�DQG�RUJDQL]DWLRQ�EHKDYLRXU�ZKLFK�SODFHV�WKH�QHHG�IRU�DQ�XQGHUVWDQGLQJ�RI�WKH�PRUDO�DQG�HWKLFDO�LPSOLFDWLRQV�RI�EXVLQHVV�DW�WKH�FHQWUH�RI�WKH�DQDO\VLV��VHH��IRU�H[DPSOH��%DUQH\��������%RZLH�DQG�)UHHPDQ���������6XFK�HWKLFDO�SRVLWLRQV�DUH�VWURQJO\�QRUPDWLYH�LQ�WHUPV�RI�ZKDW�VKRXOG�EH WKH�UROH�RI�EXVLQHVV�RUJDQL]DWLRQV�LQ�VRFLHW\�DQG�DV VXFK�DUH�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�GHVFULSWLYH�VWXG\��6HH��IRU�H[DPSOH��6KDQNPDQ��������IRU�D�PRUH�GHWDLOHG�DQDO\VLV�RI�WKH�DJHQF\�VWDNHKROGHU�FRQIOLFW�IURP�D�SUHVFULSWLYH�YLHZSRLQW���� 6KDQNPDQ¶V� ������� FRPSDULVRQ� RI� WKH� DJHQF\� DQG� VWDNHKROGHU� SHUVSHFWLYHV� LV� EDVHG� RQ� D�QRUPDWLYH�� VRFLHWDO� PRGHO� RI� VWDNHKROGHU� WKHRU\� ZKLFK� H[SOLFLWO\� VHHNV� HWKLFDO� DQG� PRUDO�UHVSRQVLELOLW\�RQ� WKH�SDUW�RI�PDQDJHUV��7KLV�PRGHO�KDV� WKHUHIRUH�EHHQ�DGDSWHG�KHUH� WR�UHIOHFW�D�PDQDJHULDO� �L�H�� RUJDQL]DWLRQ�FHQWUHG�� VWDNHKROGHU PRGHO� EDVHG� RQ� )UHHPDQ� �������� ZKLFK� LV�HVVHQWLDOO\�FRQFHUQHG�ZLWK�WKH�PDQDJHPHQW�RI�VWDNHKROGHUV�IRU�WKH�VWUDWHJLF�VXUYLYDO�RI�WKH�ILUP���� 7KH� FRQWURO� RYHU� WKH� SURGXFWLRQ� DQG� GLVWULEXWLRQ� RI� LQIRUPDWLRQ� LV� RQH� VRXUFH�RI�SRZHU� DQG� LV�FOHDUO\�DQ� LPSRUWDQW�SRZHU�DV\PPHWU\� LQ� WKH�FRQWH[W�RI� WKH�RUJDQL]DWLRQ�VRFLHW\�GLDORJXH�� ,Q�D�VWDNHKROGHU� FRQWH[W�� WKHUH� DUH� RWKHU� SRWHQWLDO� VRXUFHV� RI� SRZHU� DQG� WKXV� SRZHU� DV\PPHWULHV��QRWDEO\�� FRQWURO� RYHU� UHVRXUFHV�� LQYROYHPHQW� LQ� GHFLVLRQ �PDNLQJ�� DQG� VNLOOV� RU� NQRZOHGJH��-RKQVRQ�DQG�6FKROHV����������� 7KHUH�DUH��RI�FRXUVH��D�QXPEHU�RI�H[DPSOHV�RI�µJRRG¶�VRFLDO�DFFRXQWLQJ�DQG�UHSRUWLQJ�WR�EH�IRXQG��SDUWLFXODUO\�DPRQJ�WKH�PRUH�µYDOXHV�EDVHG¶�FRPSDQLHV�VXFK�DV�%HQ�DQG�-HUU\¶V�+RPHPDGH�,QF���86��� 7UDLGFUDIW� SOF� �8.��� 7KH�%RG\� 6KRS� ,QWHUQDWLRQDO� SOF� �8.��� WKH�&R�RSHUDWLYH�%DQN� SOF��8.���6EQ�%DQN��'HQPDUN��DQG�WKH�&RQVXPHU�&R�RSHUDWLYH��,WDO\���VHH��IRU�PRUH�GHWDLOV��=DGHN�HW�DO����������+RZHYHU��WKHVH�FRPSDQLHV�UHPDLQ�µRGGEDOOV¶�LQ�FRPSDULVRQ�WR�WKH�YDVW�PDMRULW\�RI�VRFLDO�UHSRUWLQJ�SUDFWLFHV����� 7KHUH� DUH� REYLRXV� OLPLWDWLRQV� LQ� VHHNLQJ� WR� VRFLDOO\� FRQVWUXFW� DQG� WKXV� DVFULEH� VRFLR �HFRQRPLF�PHDQLQJ�WR�&65�SUDFWLFH��VHH��IRU�H[DPSOH��7LQNHU� HW�DO����������1HYHUWKHOHVV��E\�EHLQJ�H[SOLFLW�DERXW� WKH� IUDPHZRUN� ZLWKLQ� ZKLFK� VXFK� FRQVWUXFWLRQ� WDNHV� SODFH� �L�H�� QHR�SOXUDOLVP�� DQG� E\�PDNLQJ� FOHDU� WKH� VXJJHVWHG� UROH� DQG�SXUSRVH� RI� LQIRUPDWLRQ� LQ� DQ� RUJDQL]DWLRQ �VRFLHW\� FRQWH[W��PDQDJHPHQW� RI� VWDNHKROGHUV��� WKLV� VWXG\� KDV� DW� OHDVW� DGGUHVVHG�� LI� QRW� RYHUFRPH�� VRPH�RI� WKH�FULWLFLVPV� WKDW�KDYH�EHHQ� OHYHOOHG�DW� WKH�&65� OLWHUDWXUH� �VHH�� IRU�H[DPSOH��3DUNHU��������3X[W\��������������7LQNHU�HW�DO������������ $OWKRXJK� UHVRXUFH�GHSHQGHQFH� WKHRU\� RIIHUV� LQVLJKWV� LQ� WHUPV� RI� H[SODLQLQJ� ZK\� VRPH�VWDNHKROGHU�JURXSV�PLJKW�EH�PRUH�LQIOXHQWLDO�WKDQ�RWKHUV��LW�OHDYHV�DV LGH�WKH�TXHVWLRQ�DV�WR�ZKDW�PHFKDQLVPV� PDQDJHPHQW� PLJKW� XVH� WR� UHVSRQG� WR� VXFK� LQIOXHQFHV�� ,Q� WKH� SUHVHQW� VWXG\�� LW� LV�SUHVXPHG�WKDW�&65�&('�UHSUHVHQWV�RQH�VXFK�PHFKDQLVP���� 7KH�FRUSRUDWH�VWUDWHJ\�OLWHUDWXUH�VXJJHVWV�WKDW�WKHUH�DUH�D�QXPEHU�RI�VWUDWHJLHV�ZKLFK�PDQDJHPHQW�FDQ� XVH� WR� PDQDJH� VWDNHKROGHU� GHPDQGV�� LQFOXGLQJ� GHYHORSLQJ� D� FRUSRUDWH� UHSXWDWLRQ� WKURXJK�
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,Q�WKH�WKHRU\�RI�HFRQRPLF�OLEHUDOLVP��DOO�VWULFWO\�XQLODWHUDO�FRQWUROV�YDQLVKHG��VZHHSLQJ� GRPLQDQFH� FOHDQO\� RXW� RI� HYHU\� HFRQRPLF� UHODWLRQVKLS�� &RQWURO��DXWKRULW\��SRZHU�ZHUH�FRQFHSWV�RI�QR�WKHRUHWLFDO�VLJQLILFDQFH�LQ�QHRFODVVLFDO�WKHRU\�� ,Q� WKH� ILQDO� DQDO\VLV�� DOO� HFRQRPLF� UHODWLRQVKLSV� GLVVROYHG� LQWR�FRQWUDFWV� IUHHO\� DQG� UDWLRQDOO\� FRQVHQWHG� WR� E\� WKH� DXWRQRPRXV� LQGLYLGXDOV�'DKO�������S������7KH�SURJUHVV��LQ�HFRQRPLF�WHUPV��H[SHULHQFHG�E\�:HVWHUQ�VRFLHWLHV�LQ�PRYLQJ�IURP�DJUDULDQ��PDLQO\� VHOI�VXIILFLHQF\�EDVHG� HFRQRPLHV� WR� PRGHUQ�� JOREDO� LQGXVWULDO� HFRQRPLHV�� KDV� EHHQ�DFKLHYHG�� ODUJHO\��EHFDXVH�RI� WKH�JHQHUDO�DFFHSWDQFH�E\�LWV�SHRSOHV�RI� WKH�SULYDWH�RZQHUVKLS�DQG� FRQWURO� RI� FRPPRQ� UHVRXUFHV��+RZHYHU�� GHVSLWH� WKH� VLJQLILFDQW� HFRQRPLF� EHQHILWV� WKDW�WKLV� FKDQJH� KDV� EURXJKW�� WKHUH� UHPDLQV� DQ� XQHDV\� WHQVLRQ� VXUURXQGLQJ� WKH� OHJLWLPDF\� RI� D�GHPRFUDWLF� LGHRORJ\� WKDW� DOORZV� JLDQW� EXVLQHVV� RUJDQL]DWLRQV� WR� PDNH� GHFLVLRQV� WKDW� KDYH�HQRUPRXV� FRQVHTXHQFHV� IRU�PLOOLRQV� RI� SHUVRQV�ZKR� KDYH� QR� FRQWURO� RYHU� WKRVH� GHFLVLRQV��'DKO�� ������� 7KH� H[HFXWLYH�PDQDJHPHQW� RI� JOREDO� EXVLQHVV� RUJDQL]DWLRQV� DUH�� HIIHFWLYHO\��WKH�XQHOHFWHG�UHSUHVHQWDWLYHV�RI� LQGXVWULDO�FDSLWDOLVP��:KLOVW� WKH\�DUH� OHJDOO\�DFFRXQWDEOH� WR�WKHLU�VKDUHKROGHUV��VXFK� LQGLYLGXDOV�GR�QRW� IDFH� WKH�SRVVLELOLW\�RI�EHLQJ�µKLUHG�DQG�ILUHG¶�E\�VRFLHW\�LQ�WKH�PDQQHU�ZKLFK�EHIDOOV�HOHFWHG�SROLWLFLDQV��5DWKHU��D�EXVLQHVV�RUJDQL]DWLRQ¶V�ULJKW�WR�VRYHUHLJQW\�ZLWK�UHVSHFW�WR�WKH�GHFLVLRQV�LW�WDNHV�GHULYHV�QRW�IURP�WKH�IXQGDPHQWDO�ULJKW�RI�LWV�PDQDJHPHQW�DQG�HPSOR\HHV�EXW�IURP�VRFLHW\¶V�DFFHSWDQFH�RI�HFRQRPLF�HIILFLHQF\�DV�WKH�SULPDU\ VRFLDO� UHVSRQVLELOLW\�RI�EXVLQHVV��7KH� ODWWHU� LV� MXVWLILHG�RQ� WKH�EDVLV� WKDW�D�EXVLQHVV�RUJDQL]DWLRQ¶V�DXWRQRP\�WR�PDNH�GHFLVLRQV�RQ�FHUWDLQ�PDWWHUV�LV��RQ�EDODQFH��EHQHILFLDO�WR�WKH�ZKROH� RI� VRFLHW\� �VHH�� IRU� H[DPSOH�� )ULHGPDQ�� ������ ������� 5HFRXUVH� WR� WKH� ODZ�� ZKHQ�QHFHVVDU\��LV�XVXDOO\�XVHG�DV�D�PHDQV�RI�GHILQLQJ�VRFLHW\¶V�DFFHSWHG�ERXQGDU\�EHWZHHQ�ZKDW�LV� FRQVLGHUHG� EHQHILFLDO� DQG� WKXV� DFFHSWDEOH�EXVLQHVV�SUDFWLFH� DQG� WKDW�ZKLFK� LV� FRQVLGHUHG�VRFLDOO\�KDUPIXO��'DKO����������7KLV�SHUFHSWLRQ�RI�RUJDQL]DWLRQDO�OHJLWLPDF\�LQ�WKH�FRQWH[W�RI�WKH�PRGHUQ�EXVLQHVV�RUJDQL]DWLRQ� LV�RQH�DPRQJVW�PDQ\� WR�EH�IRXQG�LQ�WKH�OLWHUDWXUH��IRU�DQ�RYHUYLHZ�VHH��IRU�H[DPSOH��:RRGZDUG�HW�DO����������7KHVH�UDQJH�IURP�WKH�SHUVSHFWLYH�WKDW�D�EXVLQHVV�RSHUDWHV�XQGHU�D�PDQGDWH�IURP�VRFLHW\�ZKLFK�PD\�EH�ZLWKGUDZQ�LQ�WKH�HYHQW�WKDW�LW�IDLOV� WR�GR�ZKDW� LV� FRQVLGHUHG� ULJKW�DQG�SURSHU� �'RZOLQJ�DQG�3IHIIHU��������3DUVRQV�������������� :LONLQVRQ�� ������� WR� WKH� QRWLRQ� WKDW� D� EXVLQHVV� RUJDQL]DWLRQ� PD\� DFWXDOO\� EH�HQFRXUDJHG�WR�DFWLYHO\�HQJDJH�LQ�µLOOHJLWLPDWH¶�EHKDYLRXU��*URVV��������3HUURZ��������,Q� WKH�VSHFLILF�FRQWH[W�RI�FRUSRUDWH�VRFLDO�DFFRXQWLQJ�DQG�DFFRXQWDELOLW\��*UD\�HW�DO�� �������SRVLW�WZR�YDULDQWV�RI�RUJDQL]DWLRQDO�OHJLWLPDF\�WKHRU\��RQH�RI�ZKLFK�LV�LQIRUPHG�E\�ERXUJHRLV�SROLWLFDO�HFRQRP\�DQG�WKH�RWKHU�E\�FODVVLFDO��L�H��0DU[LDQ��SROLWLFDO�HFRQRP\��7KH�GLIIHUHQFHV�EHWZHHQ� WKHVH� WZR� YDULDQWV� DUH� HVVHQWLDOO\� WR� GR�ZLWK� WKH� IRFXV� DQG� OHYHO� RI� DQDO\VLV�� 7KH�ERXUJHRLV� µOHQV¶� RI� SROLWLFDO� HFRQRP\� HPSOR\V� D� KLJKHU� OHYHO� RI� UHVROXWLRQ� EXW� DGRSWV� D�QDUURZHU� ILHOG� RI� DQDO\VLV�� IRFXVLQJ� RQ� WKH� OHJLWLPDWLRQ� VWUDWHJLHV RI� LQGLYLGXDO� EXVLQHVV�RUJDQL]DWLRQV�ZKHQ�WKHLU�OHJLWLPDF\�XQGHU�WKH�µVRFLDO�FRQWUDFW¶�ZLWK�VRFLHW\�LV�SHUFHLYHG�WR�EH�XQGHU� WKUHDW��7KXV�� LQ� WKH�VSHFLILF�FRQWH[W�RI�&65��OHJLWLPDF\�WKHRU\�GUDZQ�IURP�ERXUJHRLV�SROLWLFDO� HFRQRP\� LV� FRQFHUQHG� ZLWK� H[SORULQJ� WKH� YDULRXV� ZD\V� LQ� ZKLFK� LQGLYLGXDO�RUJDQL]DWLRQV� HPSOR\� &65� DV� SDUW� RI� DQ� DWWHPSW� WR� SUHVHUYH� OHJLWLPDF\�� &RQYHUVHO\�� WKH�µOHQV¶�RI�OHJLWLPDF\�WKHRU\�GUDZQ�IURP�FODVVLFDO�SROLWLFDO�HFRQRP\�KDV�D�ZLGHU�ILHOG�RI�YLVLRQ�EXW�D� ORZHU�OHYHO�RI�UHVROXWLRQ��'UDZLQJ�RQ�D�0DU[LDQ�DQDO\VLV�RI�FODVV�FRQIOLFW�DQG�SRZHU��WKLV� PRGHO� RI� OHJLWLPDF\� WKHRU\� UDLVHV� TXHVWLRQV� DERXW� WKH� OHJLWLPDF\� RI� WKH� V\VWHP� DV� D�ZKROH�� L�H�� FRUSRUDWH� FDSLWDOLVP� LWVHOI�� UDWKHU� WKDQ� EHLQJ� FRQFHUQHG� ZLWK� WKH� EHKDYLRXU� RI�
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LQGLYLGXDO� RUJDQL]DWLRQ� �IRU� D� GLVFXVVLRQ� RI� WKHVH� LVVXHV�� VHH�� IRU� H[DPSOH�� $UQROG�� ������$UQROG�DQG�+DPPRQG��������*UD\�HW�DO�������E����)URP�WKLV�SHUVSHFWLYH��ERWK WKH�PDQDJHULDO�PRGHO�RI�VWDNHKROGHU� WKHRU\��VHH�&KDSWHU����DQG�WKH�ERXUJHRLV�SROLWLFDO�HFRQRP\�YDULDQW�RI�OHJLWLPDF\� WKHRU\� IDLO� ³«� WR� DGGUHVV� WKH� FHQWUDO� V\VWHPLF� LVVXHV� WKDW� LQLWLDOO\� FRQVWUXFW� WKH�UHODWLRQVKLSV�RU��LQGHHG��WR�UHFRJQL]H�WKH�VWUXFWXUDO�LQHTXDOLWLHV�LQ�WKH�µUHODWLRQVKLSV´��*UD\�HW�DO������E��SS��������+RZHYHU��ZKLOVW�WKH�ERXUJHRLV�YDULDQW�RI�SROLWLFDO�HFRQRP\¶V DQDO\VLV�RI�FRQIOLFW� PXVW� EH� GLIIHUHQWLDWHG� IURP� FODVVLFDO� SROLWLFDO� HFRQRP\¶V� H[SRVLWLRQ� RI� WKH�XQGHUO\LQJ�VWUXFWXUDO�DQG�V\VWHPLF�FDXVHV�RI�FRQIOLFW�ZLWKLQ�VRFLHW\��LW�GRHV�GUDZ�RQ�VRPH�RI�WKH� LQVLJKWV� RIIHUHG� E\� FODVVLFDO� SROLWLFDO� HFRQRP\� ZKLFK� DUH� DEVHQW� IURP� PDQDJHULDO�VWDNHKROGHU� WKHRU\� �067�� VHH�&KDSWHU� ����� 7KH� ERXUJHRLV� DQG� FODVVLFDO� SROLWLFDO� HFRQRP\�SHUVSHFWLYHV� PD\� WKHUHIRUH� EH� VHHQ� DV� RIIHULQJ� DOWHUQDWLYH�� EXW� QRW� FRPSOHWHO\� PXWXDOO\�H[FOXVLYH��YLHZV�RI�ZKDW�PRWLYDWHV�FRUSRUDWH�VRFLDO�DFWLYLWLHV�DQG�DFWLRQ�,Q�WKH�ILUVW�FDVH��SUHVVXUH�FRPHV�IURP�VRFLHW\�DW�ODUJH�IRU�RUJDQL]DWLRQV�WR�GR�WKH�µULJKW�WKLQJ¶�DQG�UHSRUW�XSRQ�WKHP��ZKHUHDV�LQ�WKH�VHFRQG�FDVH��FRUSRUDWH�H[HFXWLYHV� DUH� PRUH� OLNHO\� WR� WDNH� WKH� LQLWLDWLYH� WR� ZUHVW� FRQWURO� RI� UHOHYDQW�DJHQGD�DZD\�IURP�VRFLHW\�DW�ODUJH �:RRGZDUG�HW�DO��������S�������:KLOVW�FODVVLFDO�SROLWLFDO�HFRQRP\�RIIHUV�YDOXDEOH� LQVLJKWV� LQWR� WKH�UROH� WKDW�DFFRXQWLQJ�DQG�&65�SOD\� LQ� VXSSRUWLQJ�H[LVWLQJ� LQVWLWXWLRQDO� VWUXFWXUHV�DQG� UHODWHG�SRZHU�DV\PPHWULHV�� WKH�SULPDU\� IRFXV�RI� WKH�SUHVHQW� VWXG\� LV�RQ� WKH�EHKDYLRXU�RI� LQGLYLGXDO�EXVLQHVV�RUJDQL]DWLRQV�DQG�WKXV�LW�LV�WKH�ERXUJHRLV�SROLWLFDO�HFRQRP\�YDULDQW�RI�OHJLWLPDF\�WKHRU\�ZKLFK�LQIRUPV�WKH�DQDO\VLV�� 7KLV� YDULDQW� LV� UHIHUUHG� WR� KHUH� DV� RUJDQL]DWLRQDO� OHJLWLPDF\� WKHRU\� �2/7��� %RWK�2/7� DQG� 067� KDYH� EHHQ� XVHG� WR� H[SORUH� DQG� H[SODLQ� &65�� EXW� IURP� VOLJKWO\� GLIIHUHQW�SHUVSHFWLYHV�� +RZHYHU�� EHFDXVH� RI� WKH� µQHZQHVV¶� RI� WKHVH� WKHRULHV� WR� FRUSRUDWH� VRFLDO�DFFRXQWLQJ�� &65� UHVHDUFKHUV� DUH� VWLOO� LQ� WKH� HDUO\� VWDJHV� RI� GUDZLQJ� RXW WKHVH� GLIIHUHQFHV��*UD\�HW�DO�¶V��������ODXGDEOH�DWWHPSW��IRU�H[DPSOH��DW�SURYLGLQJ�VRPH�IRUP�RI�RYHUDOO�FRQWH[W�LQ�ZKLFK�WR�YLVXDOLVH�KRZ�OHJLWLPDF\�DQG�VWDNHKROGHU�WKHRULHV�VLW�DORQJVLGH�HDFK�RWKHU��WKRXJK�LQIRUPDWLYH�� LV� VLPSOLVWLF�� ,QGHHG�� DV�*UD\�HW�DO�� WKHPVHOYHV�DFNQRZOHGJH��ZKLOVW�RIIHULQJ�D�YDULHW\�RI�ZD\V�RI� ORRNLQJ�DW�&65��WKHVH�WKHRULHV�DUH�QHLWKHU�GLVFUHWH�QRU�ZKROO\�VSHFLILHG��$V� VXFK�� WKHLUV� LV� D� WHQWDWLYH� VFKHPD� FRYHULQJ� D� EURDGO\� VLPLODU� VHW� RI� WKHRULHV� ZKLFK� DUH�FRQFHUQHG�ZLWK��«�RQ�WKH RQH�KDQG��WKH�SRZHU�RI�WKH�VRFLHW\��RU�JURXSV�ZLWKLQ�LW��WR�SUHVVXULVH�RUJDQL]DWLRQV� LQWR� GLVFORVXUH� �ZKHWKHU� WKURXJK� OHJLVODWLRQ� RU� WKH� WKUHDW� RI�OHJLVODWLRQ��ZKLOH��RQ�WKH�RWKHU�KDQG��WKH�GHVLUH�DQG�DELOLW\�RI�WKH�RUJDQL]DWLRQ�WR�XVH�LQIRUPDWLRQ��DQG�SDUWLFXODUO\�VRFLDO�DQG�HQYLURQPHQWDO�DFFRXQWDELOLW\��WR� OHJLWLPDWH�� WR�GHIOHFW� FULWLFLVP�DQG� WR�FRQWURO� WKH�GHEDWH�EHLQJ�KHOG� LQ� WKH�ZLGHU�FRPPXQLW\��*UD\�HW�DO��������S�����7KXV�� ERWK�067� DQG�2/7�� DV�PRGHOV� IRU� H[SODLQLQJ�&65� SUDFWLFH�� IRFXV� RQ� WKH� SRZHU�RI�IDFWLRQV� ZLWKLQ� VRFLHW\�� EH� WKH\� µVWDNHKROGHUV¶�� µLQWHUHVW� JURXSV¶� RU� µUHOHYDQW� SXEOLFV¶�� WR�LQIOXHQFH�WKH�GLVFORVXUH�RI�VRFLDO�DQG�HQYLURQPHQWDO�LQIRUPDWLRQ�$V�VXJJHVWHG�E\�*UD\�HW�DO�������E���2/7�DQG�067�PD\�EH�VHHQ�DV�PXWXDOO\�VXSSRUWLYH�LQ�WKH�FRQWH[W�RI�D�QHR�SOXUDOLVW�YLVXDOLVDWLRQ� RI� VRFLHW\�� $W� D� UHODWLYHO\� VLPSOH� OHYHO� RI� DQDO\VLV�� ERWK� WKHRULHV� DVVHUW� WKDW�VHQLRU�PDQDJHPHQW�LV�FRQFHUQHG�SULPDULO\�ZLWK�PDLQWDLQLQJ�FRQWURO�RI�WKH�RUJDQL]DWLRQV�WKH\�DUH�KLUHG�WR�UXQ�DQG�WKDW�&65�LV�XVHG��DFWLYHO\�RU�UHDFWLYHO\��WR�WKH�H[WHQW�WR�ZKLFK�LW�IXUWKHUV�VXFK� FRQWURO� �*UD\�HW� DO��� �������+RZHYHU�� WKHUH� DUH� VRPH� LPSRUWDQW� GLIIHUHQFHV�ZKLFK� DUH�
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UHOHYDQW�WR�DQG�ZKLFK�PD\�EH�WHDVHG�RXW�LQ�WKH�SUHVHQW�VWXG\��067�VXJJHVWV�WKDW�PDQDJHULDO�FRQWURO� RI� WKH� EXVLQHVV� RUJDQL]DWLRQ� LV� PDLQWDLQHG� E\� µPDQDJLQJ¶� �L�H�� PDQLSXODWLQJ��PHGLDWLQJ�� DQG� WUDQVIRUPLQJ�� WKH� RUJDQL]DWLRQ¶V� UHODWLRQVKLS�ZLWK� WKRVH� VWDNHKROGHUV�ZKLFK�DUH�YLHZHG�DV� LPSRUWDQW� LQ� WHUPV�RI� WKH� LWV�SULPDU\�JRDOV��&65�LV� WKXV�VHHQ�DV�RQH� WRRO� IRU�DFWLYHO\ PDQDJLQJ�VXFK�UHODWLRQVKLSV��,Q�FRQWUDVW��ZKLOVW�UHWDLQLQJ�D�GLVWLQFWO\�ERXUJHRLV��QHR�SOXUDOLVW� YLVXDOLVDWLRQ�RI� VRFLHW\��2/7�ZLGHQV� WKH� IRFXV�RI� DQDO\VLV� WR� UHFRJQLVH� WKDW� VRFLDO�DQG� HQYLURQPHQWDO� GLVWXUEDQFHV� WDNH� SODFH� RXWVLGH� WKH� FRQWH[W� RI� VWDNHKROGHU UHODWLRQV� DQG�WKDW�VXFK�GLVWXUEDQFHV�PD\�WKUHDWHQ�WKH�VRYHUHLJQW\�RI�WKH�RUJDQL]DWLRQ�7KHUH� LV� FOHDUO\� D� ODUJH� GHJUHH� RI� RYHUODS� EHWZHHQ� D� ODUJH� EXVLQHVV� RUJDQL]DWLRQ¶V�VWDNHKROGHUV�DQG�WKH�LQWHUHVW�JURXSV�DQG�µUHOHYDQW�SXEOLFV¶�ZKLFK�PDNH�XS�VRFLHW\��+RZHYHU��067�SODFHV�WKH�RUJDQL]DWLRQ�DW�WKH�FHQWUH�RI�DQDO\VLV��VXJJHVWLQJ�WKDW�LW�LV�PDQDJHPHQW�ZKLFK�DVVXPHV� WKH� UROH� RI� LGHQWLI\LQJ� ZKLFK� VWDNHKROGHUV� DUH� LPSRUWDQW� WR� WKH� ILUP¶V� ORQJ�WHUP�VWUDWHJLF� VXUYLYDO�� ZLWK� YDULRXV� WDFWLFV�� LQFOXGLQJ�&65�� EHLQJ� XVHG� WR�PDQDJH� VWDNHKROGHUV�WRZDUGV� WKLV� REMHFWLYH�� +HQFH�� WKHUH� LV� D� VXJJHVWLRQ� WKDW� PDQDJHPHQW� LV� FRQWUROOLQJ LWV�H[WHUQDO�HQYLURQPHQW�DQG�WKDW�UHZDUGV�WR�WKH�ILUP�GHSHQG�XSRQ��LQWHU�DOLD�� WKH�TXDOLW\�RI�LWV�PDQDJHPHQW� WHDP� LQ� VR� GRLQJ�� ,Q� FRQWUDVW�� XQGHU�2/7�� VRFLHW\� LV�PRUH� FHQWUH�VWDJHG��ZLWK�PDQDJHPHQW� GHSLFWHG� DV� KDYLQJ� WR� FRQVWDQWO\� HYDOXDWH� VRFLHW\¶V YDOXHV� DQG� QRUPV�� DV�UHSUHVHQWHG�E\�LQWHUHVW�JURXSV�DQG�UHOHYDQW�SXEOLFV��8QGHU�2/7�PDQDJHPHQW�LV�QRW�GHSLFWHG�DV�EHLQJ�LQ�FRQWURO�RI�LWV�H[WHUQDO�HQYLURQPHQW��EXW�UDWKHU�LV�VHHQ�DV�UHDFWLQJ WR�WKUHDWV�SRVHG�E\� H[WHUQDO� FKDQJHV� LQ� VRFLHW\¶V� YDOXHV� DQG� H[SHFWDWLRQV��ZLWK� OHJLWLPDF\� EHLQJ� JUDQWHG� RU�ZLWKGUDZQ� E\� WKRVH�RXWVLGH WKH� RUJDQL]DWLRQ�� 7KXV�� WKH� UHZDUGV� WR� WKH� ILUP� GHSHQG� XSRQ��LQWHU�DOLD��WKH�TXDOLW\�RI�LWV�PDQDJHPHQW�WHDP�LQ�UHDGLQJ��HYDOXDWLQJ�DQG�UHVSRQGLQJ�WR�WKHVH�H[WHUQDO�FKDQJHV��7KLV�PRGHO�LV�H[SORUHG�LQ�PRUH�GHWDLO�EHORZ�
��� $�EXVLQHVV�RUJDQL]DWLRQDO�PRGHO�RI�OHJLWLPDF\�WKHRU\�7DEOH�����EHORZ�SURYLGHV�D�VXPPDU\�RI�WKH�PDLQ�IHDWXUHV�RI�WKH�ERXUJHRLV�PRGHO�RI�2/7�LQ�WKH� FRQWH[W� RI� WKH� EXVLQHVV� RUJDQL]DWLRQ� ZKLFK� IRUP� WKH� VXEMHFW� PDWWHU� RI� WKH� UHPDLQLQJ�VHFWLRQV�RI�WKLV�FKDSWHU��7KH�JHQHUDO�DUJXPHQW�HPSOR\HG�XQGHU�2/7�LV�WKDW�WKH�PDQDJHPHQW�RI� ODUJH�EXVLQHVV�RUJDQL]DWLRQV��DV�KROGHUV�RI�VLJQLILFDQW�HFRQRPLF�DQG�SROLWLFDO�SRZHU�RYHU�WKH�SHRSOHV�RI�WKH�VRFLHWLHV�LQ�ZKLFK�WKH\�RSHUDWH��PXVW REWDLQ�WKH�DSSURYDO�RI�VXFK�SHRSOHV�LI�WKH\� DUH� WR� EH� SHUPLWWHG� WR� FRQWLQXH�� 3DUVRQV� ������� S������ GHILQHG� OHJLWLPDF\� DV� WKH� ³«�DSSUDLVDO�RI�DFWLRQ�LQ�WHUPV�RI�VKDUHG�RU�FRPPRQ�YDOXHV�LQ�WKH�FRQWH[W�RI�WKH�LQYROYHPHQW�RI�WKH�DFWLRQ�LQ�WKH�VRFLDO�V\VWHP�´�3DUVRQV¶�WKHVLV�LV�HVVHQWLDOO\�SOXUDOLVW�LQ�QDWXUH��EDVHG�RQ�WKH�QRWLRQ� WKDW� RUJDQL]DWLRQV� RSHUDWH� ZLWKLQ� DQ� RSHQ� V\VWHP� DQG� IRUP� DQ� LQWHJUDO� SDUW� RI� WKDW�V\VWHP��XWLOL]LQJ�UHVRXUFHV�ZKLFK�PLJKW�RWKHUZLVH�EH�DOORFDWHG�IRU�XVH�E\�RWKHU�FRQVWLWXHQWV��$V� D� UHVXOW�� WKH� SULYDWH� XWLOL]DWLRQ� RI� D� VRFLHW\¶V� FRPPRQ� UHVRXUFHV� PXVW� EH� DFFHSWHG� DV�MXVWLILDEOH�� L�H�� OHJLWLPDWH�� LQ� WKH�FRQWH[W�RI� WKH�YDOXHV��QRUPV�DQG�H[SHFWDWLRQV RI� WKH�VRFLDO�V\VWHP� DV� D�ZKROH� �VHH� DOVR�� IRU� H[DPSOH��%DLOH\�HW� DO��� ������ ������ ������&DQQRQ�� ������0F&KHVQH\��������5HLFK���������7KXV��IRU�H[DPSOH��ZKHUH�VRFLHW\�RU�D�VHFWLRQ�RI�VRFLHW\�LV�GLVVDWLVILHG�ZLWK�D�EXVLQHVV�RUJDQL]DWLRQ¶V�SHUIRUPDQFH�� LW�FDQ�EULQJ�SUHVVXUH�WR�EHDU�RQ�WKH�RUJDQL]DWLRQ�WR�PHHW�VRFLHW\¶V�H[SHFWDWLRQV�RU�LW�FDQ�XVH�WKH�OHJDO�V\VWHP�WR�UHTXLUH�LPSURYHG�SHUIRUPDQFH� �3UHVWRQ� DQG� 3RVW�� ������� ,Q� DGGLWLRQ�� EHFDXVH� OHJLWLPDF\� LV� FRQIHUUHG� DQG�FRQWUROOHG�E\�WKRVH�RXWVLGH WKH�RUJDQL]DWLRQ��3IHIIHU�DQG�6DODQFLN��������WKLV�LPSOLHV�WKDW�WKH�RUJDQL]DWLRQ�PXVW�FRPPXQLFDWH�ZLWK�VRFLHW\�RQ�LWV�RXWSXW��JRDOV�DQG�PHWKRGV�RI�RSHUDWLRQ�
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7DEOH����(VVHQWLDO�HOHPHQWV�RI�WKH�ERXUJHRLV�PRGHO�RI�RUJDQL]DWLRQDO�OHJLWLPDF\�WKHRU\%DVLF�FRQFHSW ([SODQDWLRQ3RZHU 3RZHU� LV� VHHQ� DV� EHLQJ� XQHYHQO\� GLVWULEXWHG� ZLWKLQ� VRFLHW\�� FUHDWLQJ�SRZHU�DV\PPHWULHV��QHR�SOXUDOLVP���2QH�JURXS�KDV�SRZHU�DQG�DXWKRULW\�RYHU� DQRWKHU�� 7KH� JURXS� ZLWK� SRZHU� UHTXLUHV� DSSURYDO� IURP� WKH� JURXS�RYHU� ZKRP� SRZHU� LV� H[HUFLVHG�� /HJLWLPDF\� FRQIHUV� DXWKRULW\� IRU� VXFK�SRZHU�6RFLDO�YDOXHV��FXVWRPV��DWWLWXGHV�DQG�QRUPV
6RFLHW\� LV� GHSLFWHG� DV� SRVVHVVLQJ� DQG� FRQIRUPLQJ� WR� FHUWDLQ� YDOXHV��FXVWRPV��DWWLWXGHV�DQG�QRUPV�ZKLFK�VHUYH�DV�D�IRUP�RI��XQZULWWHQ��PRUDO�FRGH�ZKLFK�DOO� VHFWLRQV�RI�VRFLHW\� DUH�H[SHFWHG� WR�REVHUYH�� ,PSRUWDQWO\��WKLV�PRUDO�FRGH�LV�QHLWKHU�VWDWLF�QRU�LPPXWDEOH��EXW�FKDQJHV�RYHU�WLPH�DQG�PD\�EH�PDQDJHG��PHGLDWHG�DQG�WUDQVIRUPHG�E\�WKRVH�VHFWLRQV�RI�VRFLHW\�ZKLFK�SRVVHVV�SRZHU�7KH�EXVLQHVV�VRFLHW\�µVRFLDO�FRQWUDFW¶
%XVLQHVV� RUJDQL]DWLRQV� DUH� VHHQ� DV� RSHUDWLQJ� ZLWKLQ� VRFLHW\� XQGHU� D�JHQHUDO�µOLFHQFH�WR�RSHUDWH¶��RU�VRFLDO�FRQWUDFW��WKH��XQZULWWHQ��WHUPV�DQG�FRQGLWLRQV� RI� ZKLFK� DUH� GHWHUPLQHG� E\� WKH� SUHYDLOLQJ� YDOXHV�� FXVWRPV��DWWLWXGHV� DQG� QRUPV� RI� VRFLHW\�� 7KXV�� D� VRFLDOO\� UHVSRQVLEOH� EXVLQHVV� LV�HVVHQWLDOO\� RQH� ZKLFK� RSHUDWHV� ZLWKLQ� WKH� ERXQGDULHV� RI� WKH� VRFLDO�FRQWUDFW�� 6RFLHW\� LV� WKHUHIRUH� VHHQ� DV� SRVVHVVLQJ� WKH� SRZHU� WR� JUDQW� RU�ZLWKGUDZ�OHJLWLPDF\�,QWHUHVW�JURXSV�DQG�µUHOHYDQW�SXEOLFV¶
6RFLHW\�LV�VHHQ�DV�QHR�SOXUDOLVW��PDGH�XS�RI�GLIIHUHQW�LQWHUHVW�JURXSV��HDFK�RI� ZKLFK� PD\� LQIOXHQFH� WKH� QRUPV�� YDOXHV�� FXVWRPV� DQG� DWWLWXGHV� RI� D�VRFLHW\�� ,Q� WKH� FRQWH[W� RI� WKH�EXVLQHVV�RUJDQL]DWLRQ��NH\� LQWHUHVW� JURXSV�DUH�UHIHUUHG�WR�DV�µUHOHYDQW�SXEOLFV¶�/HJLWLPDWLRQ 0DQDJHPHQW¶V�SHUFHSWLRQV�RI�SUHYDLOLQJ�VRFLDO�YDOXHV�DQG�QRUPV�SURYLGH�WKH�EDVLV�IRU�RUJDQL]DWLRQDO�OHJLWLPDF\��%XVLQHVV�RUJDQL]DWLRQV�DUH�SRVLWHG�DV� DGRSWLQJ� D� OHJLWLPDWLRQ� SURFHVV� ZKLFK� FDQ� LQYROYH� FRPSO\LQJ� ZLWK�VRFLHW\¶V�SUHYDLOLQJ�YDOXHV�DQG�QRUPV��VHHNLQJ�WR�FKDQJH�WKRV H�YDOXHV�DQG�QRUPV�DQG�RU�VHHNLQJ�WR�FKDQJH�VRFLHW\¶V�SHUFHSWLRQV�RI�WKH�RUJDQL]DWLRQ�0DQDJLQJ�LPSUHVVLRQV 0DQDJHPHQW� LV� SRVLWHG� WR� SUHIHU� QDUUDWLYH� WR� ILQDQFLDO� RU�QRQ�PRQHWDU\�TXDQWLILHG�GLVFORVXUH�LQ�PDQDJLQJ�SXEOLF�LPSUHVVLRQV�5ROH�RI�WKH�PHGLD 0HGLD�DJHQGD�VHWWLQJ� WKHRU\�SRVLWV�WKDW�WKH�H[WHQW�RI�PHGLD�DWWHQWLRQ�RQ�LVVXHV� VKDSHV� DQG� FKDQJHV� VRFLHW\¶V� FRQFHUQ� IRU� WKHVH� LVVXHV�� 6XFK�FRQFHUQV� PD\�� LQ� WXUQ�� OHDG� WR� VKLIWV� LQ� VRFLHW\¶V� H[SHFWDWLRQV� RU�SHUFHSWLRQV� LQ�UHODWLRQ� WR� WKH�VRFLDO��HQYLURQPHQWDO ��HWKLFDO�RU�HFRQRPLF�SHUIRUPDQFH�RI�EXVLQHVV�

'RZOLQJ� DQG� 3IHIIHU� ������� DUJXH� WKDW� RUJDQL]DWLRQV� VHHN� WR� HVWDEOLVK� FRQJUXHQFH� EHWZHHQ�WKH�VRFLDO�YDOXHV�WKDW�DUH�DVVRFLDWHG�ZLWK��RU�LPSOLHG�E\��WKHLU�DFWLYLWLHV�DQG�WKH�µERXQGV�DQG�QRUPV¶� �%URZQ� DQG� 'HHJDQ�� ������ RI� DFFHSWDEOH� EHKDYLRXU� ZKLFK� H[LVW� ZLWKLQ� WKH� ZLGHU�VRFLDO�V\VWHP�RI�ZKLFK�WKH\�DUH�D�SDUW�,QVRIDU� DV� WKHVH� WZR� YDOXH� V\VWHPV� DUH� FRQJUXHQW� ZH� FDQ� VSHDN� RI�RUJDQL]DWLRQDO� OHJLWLPDF\�� :KHQ� DQ� DFWXDO� RU� SRWHQWLDO� GLVSDULW\� H[LVWV�EHWZHHQ�WKH�WZR�V\VWHPV��WKHUH�ZLOO�H[LVW�D�WKUHDW�WR�RUJDQL]DWLRQDO�OHJLWLPDF\��7KHVH� WKUHDWV� WDNH� WKH� IRUP� RI� OHJDO�� HFRQRPLF�� DQG� RWKHU� VRFLDO� VDQFWLRQV��'RZOLQJ�DQG�3IHIIHU�������S������
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/LQGEORP� ������� KLJKOLJKWV� WKH� GLVWLQFWLRQ� GUDZQ� E\� HDUOLHU� ZULWHUV� �QRWDEO\� 'RZOLQJ� DQG�3IHIIHU�� ������ EHWZHHQ� µOHJLWLPDF\¶�� ZKLFK� LV� DV� D� VWDWH� RU FRQGLWLRQ�� DQG� µOHJLWLPDWLRQ¶��ZKLFK� LV� WKH�SURFHVV XQGHUO\LQJ� WKDW� VWDWH��)URP� WKLV�SHUVSHFWLYH�� D�EXVLQHVV�RUJDQL]DWLRQ¶V�OHJLWLPDF\� LV�QRW�VWDWLF�EXW�IOXLG��ZLWK�VXFK�RUJDQL]DWLRQV�KDYLQJ�WR�FRQWLQXDOO\�UHYLHZ�WKHLU�OHJLWLPDF\�� /HJLWLPDF\� LQ� WKLV� FRQWH[W� KDV� D� VWURQJ� EDVLV� LQ� WKH� QRWLRQ� WKDW� EXVLQHVV�RUJDQL]DWLRQV� RSHUDWH� LQ� D� G\QDPLF�� QHR�SOXUDOLVW� HQYLURQPHQW� ZKHUH� WKH\� DUH� FRQWLQXDOO\�PRQLWRUHG� E\� VRFLHW\�� DV� FRQVWLWXWHG� E\� D� QXPEHU� RI LQWHUHVW� JURXSV� DQG� µUHOHYDQW� SXEOLFV¶��WKHVH� LQFOXGH� HPSOR\HHV�� FUHGLWRUV�� VKDUHKROGHUV�� SXEOLF� LQWHUHVW� JURXSV�� FRPPXQLW\�DFWLYLVWV�� DQG� WKH� JRYHUQPHQW��� ZKR� DUH� SRVLWHG� DV� FRQWUROOLQJ� WKH� GHJUHH� RI� FRQVHQVXV�JUDQWHG� WR�EXVLQHVV�RUJDQL]DWLRQV� WR�RSHUDWH ZLWKLQ�VRFLHW\� �3UHVWRQ�DQG�3RVW�����������7KLV�QRWLRQ�RI�VRFLHW\�JUDQWLQJ�EXVLQHVV�RUJDQL]DWLRQV�FRQVHQW�WR�RSHUDWH�LV�WUDGLWLRQDOO\�H[SUHVVHG�LQ�WHUPV�RI�D�µVRFLDO�FRQWUDFW¶�RU�D�µSXEOLF�OLFHQFH�WR�RSHUDWH¶�ZKLFK�LV�VDLG�WR�VXEVLVW�EHWZHHQ�D� VRFLHW\¶V� FRQVWLWXHQWV� DQG� EXVLQHVV� RUJDQL]DWLRQV� �'RQDOGVRQ�� ������ *UD\� HW� DO��� ������������������/HKPDQ��������/LQGEORP��������0DWKHZV��������0LWFKHOO�HW�DO���������3DWWHQ��������������6KRFNHU�DQG�6HWKL����������7KH� DUJXPHQWV� SXW� IRUZDUG� E\� /LQGEORP� FRQQHFW� WKH� SKLORVRSKLFDO�SURSRVLWLRQ�RI�WKH�VRFLDO�FRQWUDFW�DV�SXW�IRUZDUG�E\�'RQDOGVRQ�ZLWK�WKH�QHHG�IRU� FRUSRUDWH� VRFLDO� GLVFORVXUHV� WKURXJK� WKH� QRWLRQ� RI� RUJDQL]DWLRQDO�OHJLWLPDF\�� 7KLV� SUDJPDWLF� MXVWLILFDWLRQ�PD\� EH� XVHG�ZLWK�PDQDJHUV�ZKR�GR�QRW�QHFHVVDULO\�DFFHSW WKH�VRFLDO�FRQWUDFW�DUJXPHQWV��EXW�UHFRJQLVH�WKH�QHHG�WR�LQIOXHQFH� WKH� JHQHUDO� SXEOLF� WKURXJK� DGGLWLRQDO� GLVFORVXUHV� �0DWKHZV� ������S�����6KRFNHU�DQG�6HWKL��������DUJXH�WKDW�VRFLDO�LQVWLWXWLRQV��EH�WKH\�EXVLQHVV�RU�RWKHUZLVH��RSHUDWH�LQ� VRFLHW\� YLD� D� VRFLDO� FRQWUDFW�� H[SUHVVHG� RU� LPSOLHG�� ZKHUHE\� WKH� LQVWLWXWLRQ¶V� VXUYLYDO�GHSHQGV� RQ� �L�� GHOLYHULQJ� VRPH� VRFLDOO\�GHVLUDEOH� HQGV� WR� VRFLHW\� LQ� JHQHUDO� DQG� �LL�� WKH�GLVWULEXWLRQ�RI�HFRQRPLF��VRFLDO�RU�SROLWLFDO�EHQHILWV�WR�WKRVH�JURXSV�IURP�ZKRP�LW�GHULYHV�LWVSRZHU� >$@Q� LQVWLWXWLRQ� PXVW� FRQVWDQWO\� PHHW� WKH� WZLQ� WHVWV� RI� OHJLWLPDF\� DQG�UHOHYDQFH� E\� GHPRQVWUDWLQJ� WKDW� VRFLHW\� UHTXLUHV� LWV� VHUYLFHV� DQG� WKDW� WKH�JURXSV�EHQHILWLQJ�IURP�LWV�UHZDUGV�KDYH�VRFLHW\¶V�DSSURYDO �6KRFNHU�DQG�6HWKL�������S������7KXV�� OHJLWLPDF\� LV� DOVR� UHODWHG� WR� LVVXHV� RI� µSRZHU¶� DQG� µDXWKRULW\¶� KHOG�JUDQWHG� E\� RQH�JURXS�RYHU�WR�DQRWKHU��+RZHYHU��0LWFKHOO�HW�DO���������DUJXH�WKDW��LQ�D�QHR�SOXUDOLVW�FRQWH[W��SRZHU� RQ� LWV� RZQ� LV� QRW� VXIILFLHQW� WR� JXDUDQWHH� WKLV� DXWKRULW\�� 5DWKHU�� VRPHWKLQJ PRUH� LV�QHHGHG�IRU�WKH�KROGHUV�RI�SRZHU�WR�EH�OHJLWLPDWH��VXFK�DV�µVRFLDO�DFFHSWDQFH¶��)XUWKHUPRUH��LQ�RUGHU� WR� UHWDLQ� H[LVWLQJ�� YHVWHG� SRZHU� DV\PPHWULHV�� WKH�JURXS�ZLWK�SRZHU�PXVW� FRQWLQXDOO\�VWULYH� WR� FRQYLQFH� RWKHU� VHFWLRQV� RI� VRFLHW\� WKDW� LW� LV� D� ILW� DQG� SURSHU� SDUW\� WR� KROG� VXFK�SRZHU����7KXV��2/7�DVVHUWV�WKDW�OHJLWLPDF\�LV�GHSHQGHQW�RQ�PXFK�PRUH�WKDQ�EHLQJ�µHIILFLHQW¶�RU�µSURILWDEOH¶��H[WHQGLQJ�LQWR�DUHDV�RI�VRFLDO�SROLF\�VXFK�DV�KHDOWK�DQG�VDIHW\��HQYLURQPHQWDO�SURWHFWLRQ�� HPSOR\PHQW� DQG� SURGXFW� FDUH� �7LQNHU� DQG� 1HLPDUN�� ������� ,Q� WKH� FDVH� RI� WKH�PRGHUQ� ODUJH� EXVLQHVV� RUJDQL]DWLRQ�� WKLV� LV� VHHQ� DV� LPSO\LQJ� WKDW�ZKLOVW�PDQDJHPHQW�KDYH��WKURXJK� OHJDO� DQG� SURSHUW\� ULJKWV�� SRZHU� RYHU� WKH� PHDQV� RI� SURGXFWLRQ� DQG� GLVWULEXWLRQ��VRFLHW\�DV�D�ZKROH� UHVHUYHV� WKH�XOWLPDWH� ULJKW� WR�DSSURYH� �RU�GLVSURYH��SRZHU�DQG�DXWKRULW\�RYHU�KRZ� WKRVH� ULJKWV� DUH�XVHG� �RU� DEXVHG���+HQFH��D�EXVLQHVV�RUJDQL]DWLRQ� LV�DUJXHG� WR�EH�
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DOZD\V VHHNLQJ� WR� PHHW� WKH� WZLQ� WHVWV� RI� OHJLWLPDF\� DQG� UHOHYDQFH� E\� GHPRQVWUDWLQJ� WKDW�VRFLHW\�UHTXLUHV�LWV�VHUYLFHV�DQG�WKDW�WKH�VHFWLRQV�RI�VRFLHW\�EHQHILWLQJ�IURP�LWV�H[LVWHQFH�KDYH�VRFLHW\¶V�DSSURYDO��6KRFNHU�DQG�6HWKL���������$Q� DOWHUQDWLYH� DUJXPHQW� LV� WR� UHJDUG� OHJLWLPDF\� DV� EHLQJ� GHILQHG� E\� ERWK� IUHH�PDUNHW�FRPSHWLWLRQ� IRU� HFRQRPLF� UHVRXUFHV�DQG E\�ZKDW� LV� OHJDO��7KLV� LV� VRPHWLPHV� UHIHUUHG� WR� DV�RSHUDWLQJ�ZLWKLQ�WKH�µUXOHV�RI�WKH�JDPH¶��)ULHGPDQ���������7KH�QHR�FODVVLFDO�HFRQRPLF�PRGHO�RI� WKH� ILUP�� IRU� H[DPSOH�� DV� H[SORUHG� LQ� &KDSWHU� ��� DVVXPHV� DZD\� OHJLWLPDF\� XQGHU� WKH�JHQHUDO� JXLVH� RI� µHIILFLHQW� FRQWUDFWLQJ¶� DQG� WKH� LQYLVLEOH� KDQG� RI� WKH� PDUNHW�� 7KH� EDVLF�DUJXPHQW� RI� WKLV� PRGHO� RI� OHJLWLPDF\� LV� WKDW� WKH� ODZ� VHUYHV� DV� WKH� VRXUFH� RI� OHJLWLPDF\�EHFDXVH�RI�LWV�FRUUHODWLRQ�ZLWK�WKH�VRFLDO�YDOXHV�DQG�QRUPV�RI�VRFLHW\��+HQFH��SURYLGLQJ�JRRGV�DQG�VHUYLFHV ZKLFK�SHRSOH�ZDQW�DQG�IXQFWLRQLQJ�ZLWKLQ�WKH�ODZ�ZRXOG�VHUYH�DV�DQ�LQGLFDWLRQ�RI�OHJLWLPDF\��/LQGEORP�����������7KLV�ZRXOG�FHUWDLQO\�EH�FRQVLVWHQW�ZLWK�YLHZV�RXWOLQHG�E\�WKRVH� RQ� WKH� SROLWLFDO� ULJKW�ZKR� UHJDUG�PDUNHW�PHFKDQLVPV� DV� WKH� VROH� VRXUFH�RI� FRUSRUDWH�OHJLWLPDF\� �IRU� H[DPSOH�� %HQVWRQ�� ������ )ULHGPDQ�� ������ ������� ,Q� WKH� FRQWH[W� RI� &65��/LQGEORP��������DUJXHV�WKDW�VXFK�D�YLHZ�RI�RUJDQL]DWLRQDO�OHJLWLPDF\�ZRXOG�LQ�DOO�OLNHOLKRRG�OHDG�WR�WKH�IROORZLQJ��L� WKH� SXEOLF�ZRXOG� VHHN� DQG� WKH� EXVLQHVV� RUJDQL]DWLRQ�ZRXOG� SURYLGH� LQIRUPDWLRQ�RQO\DERXW� FRUSRUDWH� FRPSOLDQFH� ZLWK� WKH� ODZ� DQG� RU� WUDGLWLRQDO� DFFRXQWLQJ� PHDVXUHV� RI�SHUIRUPDQFH��DQG��LL� DVVXPLQJ�WKDW�WKH�LQIRUPDWLRQ�SURYLGHG�XQGHU��L��ZDV�DGHTXDWH��WKHUH�ZRXOG�EH�QR�QHHG�IRU� RWKHU� QRQ�WUDGLWLRQDO� IRUPV� RI� SHUIRUPDQFH� PHDVXUHPHQW� VXFK� DV� VRFLDO� DQG�HQYLURQPHQWDO� DFFRXQWLQJ� IRU� WKH� SXEOLF¶V� DVVHVVPHQW� RI� WKH� OHJLWLPDF\� RI� EXVLQHVV�RUJDQL]DWLRQV�+RZHYHU��WKH�ODZ�LV�VHHQ�DV�DQ�LPSHUIHFW�VRXUFH�RI�OHJLWLPDF\�GXH�WR�VHYHUDO�IDFWRUV���D��WKH�ODZ� GRHV� QRW� NHHS� SDFH ZLWK� FKDQJHV� LQ� VRFLHWDO� QRUPV� DQG� YDOXHV�� EXW� HIIHFWLYHO\� SOD\V�µFDWFK�XS¶���E��WKHVH�QRUPV�DQG�YDOXHV�DUH�QRW�FRQVLVWHQW�DFURVV�VRFLHW\�DV�D�ZKROH��ZKHUHDV�WKHLU�HQDFWPHQW�LQ�ODZ�DVVXPHV�D�ODUJH�GHJUHH�RI�FRQVHQVXV��DQG��F��WKH�SXEOLF¶V�ZLOOLQJQHVV�WR�SHUPLW� FHUWDLQ�EHKDYLRXUV�ZKLOVW� XQZLOOLQJ� WR� OHJDOO\� VDQFWLRQ� VXFK�EHKDYLRXUV� �'RZOLQJ�DQG� 3IHIIHU�� ������� 7KH� UHOLDQFH� RQ� HFRQRPLF� VXFFHVV� �SURILW�� RU� RWKHU� IRUPV� RI� PDUNHW�LQGLFDWRUV��H�J��HPSOR\PHQW��DV�D�VXUURJDWH�IRU�VRFLHWDO�OHJLWLPDF\�LV�DOVR�VXVSHFW�JLYHQ�WKDW�WKH�PDUNHW� LV� QRW� SHUIHFW� �KHQFH� WKH� SROLF\� RI� SROLWLFDO� LQWHUIHUHQFH� LQ� WKH�PDUNHW� SODFH� LQ�FHUWDLQ�:HVWHUQ�HFRQRPLHV�WR�FRUUHFW�µPDUNHW�IDLOXUHV¶�LQ�DUHDV�VXFK�DV�VRFLDO�KRXVLQJ��UXUDO�WUDQVSRUW�� KHDOWK� FRYHU� IRU� SHRSOH� ZLWK� VHULRXV� LOOQHVVHV�� HWF���� ,W� LV� WKH� H[LVWHQFH� RI� WKHVH�YDULRXV� µLPSHUIHFWLRQV¶�ZKLFK� DUH� SRVLWHG� XQGHU�2/7� DV� JLYLQJ� ULVH� WR� YROXQWDU\� FRUSRUDWH�GLVFORVXUH�� ,Q� RWKHU� ZRUGV�� D� SROLF\� RI� FRUSRUDWH� GLVFORVXUH� OLPLWHG� WR� D� GHVFULSWLRQ� RI� WKH�HFRQRPLF��H�J��ILQDQFLDO��VXFFHVV�RI�D�EXVLQHVV�RUJDQL]DWLRQ�GRHV�QRW�QHFHVVDULO\�UHVXOW�LQ�WKH�UHQGHULQJ�RI�DQ�DFFRXQW�ZKLFK�LV�VXLWDEOH�IRU�OHJLWLPDF\�DVVHVVPHQW��5DWKHU��IRU�RUJDQL]DWLRQV�WR� EH� OHJLWLPDWH� ZLWKLQ� D� VRFLHW\� UHTXLUHV� WKDW� WKH\� GR� PRUH� WKDQ� MXVW� SURYLGH� HFRQRPLF�EHQHILWV� �H�J�� SURILWV�� GLYLGHQGV�� ZDJHV� DQG� HPSOR\PHQW�� DQG� FRPSO\� ZLWK� WKH� ODZ��(VVHQWLDOO\��WKH\�PXVW�DOVR�DFW�DQG�EH�VHHQ�WR�EH�DFWLQJ�ZLWKLQ�WKH�ERXQGV�RI�ZKDW�D�SDUWLFXODU�VRFLHW\� LGHQWLILHV� DV� EHLQJ� µVRFLDOO\� DFFHSWDEOH¶� EDVHG�RQ� WKH�QRUPV�� FXVWRPV�� DWWLWXGHV�DQG�YDOXHV�RI�WKDW�VRFLHW\�0RUHRYHU��DV� LQGLFDWHG� LQ� �E��DERYH�� WKLV�FRQFHSW�RI� OHJLWLPDF\�GRHV�QRW� LPSO\�WKDW� WKHUH�LV�FRQVHQVXDO�RU�XQLYHUVDO�DJUHHPHQW�DPRQJVW�VRFLHW\�DV�D�ZKROH��5DWKHU��WKH�DVVHVVPHQW�DV�WR�
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RUJDQL]DWLRQ�WDNHV�VWHSV�WR�DGGUHVV�WKH�OHJLWLPDF\�DVVHVVPHQW�E\�VHFWLRQV�RI�VRFLHW\��WKH�ODWWHU�ZLOO��LW�LV�DUJXHG��LPSRVH�WKHLU�RZQ�SHQDOW\�RQ�WKH�RUJDQL]DWLRQ�LQ�ZKDWHYHU�IRUP�LV�DYDLODEOH�DQG�GHHPHG�DSSURSULDWH��/LQGEORP���������6XFK�SHQDOWLHV�FDQ�EH�HFRQRPLF��H�J��FRQVXPHUV�ER\FRWWLQJ� D� EXVLQHVV� RUJDQL]DWLRQ¶V� SURGXFWV� RU� VWULNH� DFWLRQ� E\� HPSOR\HHV��� OHJDO� �H�J��ODZVXLWV���RU�VRFLDO��QHJDWLYH�SXEOLFLW\�FDPSDLJQV��LQ�QDWXUH��:KLOVW� D�EXVLQHVV�RUJDQL]DWLRQ¶V�RSHUDWLRQV�PD\�EH� DFFHSWHG�E\� WKH�ZLGHU� VRFLHW\� DV�EHLQJ�OHJLWLPDWH�DW�D�SDUWLFXODU�SRLQW�LQ�WLPH��WKLV�PD\�QRW�DOZD\V�EH�WKH�FDVH��([DPSOHV�RI�FKDQJHV�LQ� WKH�YDOXHV��DWWLWXGHV�DQG�QRUPV�RI�D�VRFLHW\�FDQ�EH�IRXQG�LQ�UHODWLRQ�WR�DXWRPRELOH�VDIHW\�LVVXHV� �H�J�� VHDW� EHOWV� DQG� XUEDQ� VSHHG� OLPLWV��� DWWLWXGHV� WRZDUGV� FLJDUHWWH� VPRNLQJ� �H�J��SDVVLYH� VPRNLQJ� LQ� UHVWDXUDQWV� DQG� FDIpV�� DQG� WKH�JURZLQJ�DQWL�VRFLDO� EHKDYLRXU� DVVRFLDWHG�ZLWK� PRELOH� WHOHSKRQHV� �H�J�� RQ� FRPPXWHU� WUDLQV� DQG� LQ� FLQHPDV��� &KDQJHV� LQ� D� VRFLHW\¶V�YDOXHV�DQG�QRUPV�DUH�VLJQLILFDQW� LQ� WKH�FRQWH[W�RI� WKH�SUHVHQW�VWXG\�EHFDXVH�RI� WKH�SRVVLEOH�DVVRFLDWLRQ� EHWZHHQ� VXFK� FKDQJHV� DQG� FKDQJHV� LQ� WKH� GLVFORVXUH� DFWLYLWLHV� RI� EXVLQHVV�RUJDQL]DWLRQV�� 3DWWHQ� �������� IRU� H[DPSOH�� DUJXHV� WKDW� WKH� JUHDWHU� WKH� OLNHOLKRRG� RI� DGYHUVH�VKLIWV� LQ� WKH� YDOXHV�� QRUPV� DQG� DWWLWXGHV� RI� VRFLHW\�� WKH� JUHDWHU� WKH� QHHG� IRU� EXVLQHVV�RUJDQL]DWLRQV� WR� DWWHPSW� WR� LQIOXHQFH� WKH� UHOHYDQW� SXEOLFV¶� SHUFHSWLRQV� WKURXJK� VRFLDO�GLVFORVXUH��,Q�WKH�VSHFLILF�FRQWH[W�RI�&65��/LQGEORP��������DUJXHV�WKDW�LI�WKH�SUHSDUDWLRQ�RIWKH� DQQXDO� UHSRUW� LQ� DFFRUGDQFH� ZLWK� OHJDO� DQG� DFFRXQWLQJ� GLVFORVXUH� UHTXLUHPHQWV� LV� QRW�VXIILFLHQW� WR� PHHW� WKH� H[SHFWDWLRQV� RI� WKH� UHOHYDQW� SXEOLFV�� WKHQ� ORJLFDOO\� EXVLQHVV�RUJDQL]DWLRQV�ZLOO� JR�EH\RQG�ZKDW� LV� OHJDOO\� UHTXLUHG�DQG�SURYLGH�YROXQWDU\� LQIRUPDWLRQ� LQ�VHHNLQJ� D� VWDWXV� RI� OHJLWLPDF\�� 6LPSO\� SXW�� /LQGEORP¶V� K\SRWKHVLV� LV� WKDW� YROXQWDU\� &65�UHSUHVHQWV�D�OHJLWLPDWLRQ�VWUDWHJ\�«� OHJLWLPDF\� LV� D� VWDWXV�� DQG� D� SURFHVV�� OHJLWLPDWLRQ�� XQGHUOLHV� WKDW� VWDWXV��0XFK�RI�WKH�YROXQWDU\�VRFLDO�GLVFORVXUH�LVVXHG�E\�EXVLQHVV�RUJDQL]DWLRQV�PD\�EH� YLHZHG� DV� HIIRUWV� DW� OHJLWLPDWLRQ�� L�H��� HIIRUWV� WR� DFKLHYH� WKH� VWDWXV� RI�OHJLWLPDF\ �/LQGEORP�������S�����/LQGEORP�DUJXHV�WKDW�D�EXVLQHVV�RUJDQL]DWLRQ�LV�DZDUH�RI�WKH�SRVVLEOH�QHJDWLYH�FRQVHTXHQFHV�RI�IDLOLQJ�WR�PDLQWDLQ�WKH�FRQGLWLRQ�RI�OHJLWLPDF\�DQG��DV�D�UHVXOW��PD\�HLWKHU�³«�HYDOXDWH�LWV�OHJLWLPDF\�VWDWXV�DQG�FRPPXQLFDWH�WKDW�VWDWXV�WR�WKH�UHOHYDQW�SXEOLFV�RU�WKH\�PD\�HQJDJH�LQ�OHJLWLPDWLRQ�HIIRUWV´��/LQGEORP�������S�����:KHUH�OHJLWLPDF\�GRHV�EHFRPH�SUREOHPDWLF��WKHQ�&65�LV�VHHQ�DV�D�WDFWLF�DYDLODEOH�WR�EXVLQHVV�RUJDQL]DWLRQV�ZKLFK�VHHN�WR�PDLQWDLQ��UHFODLP�RU�LPSURYH�WKHLU�VWDWXV�RI�OHJLWLPDF\��3ULRU�UHVHDUFK�KDV�VXJJHVWHG�D�QXPEHU�RI�VWUDWHJLHV�ZKLFK�EXVLQHVV� RUJDQL]DWLRQV� FDQ� XVH� WR� LQIOXHQFH� WKHLU� OHJLWLPDF\� VWDWXV�� HDFK� RI� ZKLFK� KDV�LPSRUWDQW�LPSOLFDWLRQV�IRU�&65��'RZOLQJ�DQG�3IHIIHU��������*UD\�HW�DO�������E��*XWKULH�DQG�3DUNHU��������/LQGEORP��������2¶'RQRYDQ������E��2OLYHU��������6HWKL���������������L� ,QWHUQDO�DGDSWDWLRQV ± L�H��LQWHUQDO�FKDQJHV�WR�WKH�EXVLQHVV RUJDQL]DWLRQ¶V�RXWSXW��JRDOV�DQG� PHWKRGV� RI� RSHUDWLRQ� WR� FRQIRUP� ZLWK� VRFLHW\¶V� SUHYDLOLQJ� YLHZV� RI� ZKDW� LV�OHJLWLPDWH��LL� &KDQJHV� LQ�H[WHUQDO�H[SHFWDWLRQV ± L�H��DWWHPSWV� WKURXJK�HGXFDWLRQ�DQG�LQIRUPDWLRQ�WR�FKDQJH�VRFLHW\¶V�GHILQLWLRQ�RI�ZKDW�LV�VRFLDO�OHJLWLPDF\�VXFK�WKDW�WKH�ODWWHU�FRQIRUPV�WR�WKH�EXVLQHVV�RUJDQL]DWLRQ¶V�SUHVHQW�SUDFWLFHV��RXWSXWV�DQG�YDOXHV��LLL� &KDQJHV� LQ� H[WHUQDO� SHUFHSWLRQV ± L�H�� DWWHPSWV� WR� DOWHU� VRFLHW\¶V� SHUFHSWLRQV� RI� WKH�RUJDQL]DWLRQ� VXFK� WKDW� WKH� ODWWHU� FRQIRUPV� WR� WKH� RUJDQL]DWLRQ¶V� SUHVHQW� SUDFWLFHV��RXWSXWV�DQG�YDOXHV��
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�LY� 0DQLSXODWLRQ�RI�H[WHUQDO�SHUFHSWLRQV ± L�H��DWWHPSWV�WKURXJK�WKH�PDQDJHPHQW�RI�SXEOLF�LPSUHVVLRQV�WR�KDYH�WKH�EXVLQHVV�RUJDQL]DWLRQ¶V�RXWSXW��JRDOV�DQG�PHWKRGV�RI�RSHUDWLRQ�LGHQWLILHG� ZLWK� V\PEROV�� YDOXHV�� RU� LQVWLWXWLRQV� ZKLFK� KDYH� D� VWURQJ� EDVH� LQ� VRFLDO�OHJLWLPDF\��DQG��Y� $YRLGDQFH ± L�H��SXUSRVHO\�FKRRVLQJ� WR�DYRLG�DQ� LVVXH�RU�HYHQW DV�SDUW�RI�D�GHOLEHUDWH�OHJLWLPDWLRQ�VWUDWHJ\�7KH� HVVHQWLDO� IHDWXUH� XQGHU� HDFK� RI� WKHVH� VWUDWHJLHV� LV� WKH� QHHG� WR� EULQJ� WKH� EXVLQHVV�RUJDQL]DWLRQ¶V�RXWSXW�� JRDOV� DQG�PHWKRGV�RI�RSHUDWLRQ� LQWR� OLQH��HLWKHU�DFWXDOO\�RU�EDVHG�RQ�SHUFHSWLRQV��ZLWK� VRFLHW\¶V� H[SHFWDWLRQV� �$VKIRUWK� DQG�*LEEV�� �������7KHVH� ILYH� OHJLWLPDF\�VWUDWHJLHV�DUH�GHVFULEHG�LQ�PRUH�GHWDLO�EHORZ�LQ�WKH�VSHFLILF�FRQWH[W�RI�&65�
�L� ,QWHUQDO�DGDSWDWLRQV��FRQJUXHQW�RULHQWDWHG�FKDQJHV�LQ�FRUSRUDWH�EHKDYLRXU�8QGHU� WKH� ILUVW� VWUDWHJ\�� D� FKDQJH� LQ� WKH� RUJDQL]DWLRQ¶V� PLVVLRQ� LV� VHHQ� DV� QHFHVVDU\� LQ�UHVSRQVH�WR�VKLIWV�LQ�VRFLHW\¶V�YDOXHV��QRUPV��FXVWRPV�DQG�DWWLWXGHV��WKH�ODWWHU JLYLQJ�ULVH�WR�D�OHJLWLPDF\� JDS��� 7KH� YROXQWDU\� GLVFORVXUH� RI� LQIRUPDWLRQ� XQGHU� WKLV� VWUDWHJ\�� ZKLOVW� QRW�QHFHVVDULO\� QHXWUDO� RU� XQELDVHG�� ZRXOG� LQYROYH� WKH� UHSRUWLQJ� RI�DFWXDO FKDQJHV� LQ� &65HVS�SUDFWLFHV��7KLV�VWUDWHJ\�LV�FKRVHQ�LQ�UHVSRQVH�WR�WKH�ILUP¶V�UHFRJQLWLRQ�WKDW�WKH�OHJLWLPDF\�JDS�DURVH�EHFDXVH�RI�DQ�DFWXDO�IDLOXUH�RI�SHUIRUPDQFH�E\�WKH�ILUP��*UD\�HW�DO�������E���$FFRUGLQJ�WR�/LQGEORP��������S������WKH�REMHFWLYH�RI�&65�LQ�WKLV�VLWXDWLRQ�ZRXOG�EH�WR�³«�HGXFDWH�DQG�LQIRUP� WKH� UHOHYDQW�SXEOLFV� DERXW� WKH� FKDQJHG�SHUIRUPDQFH�´�$Q�H[DPSOH�RI� WKLV�SDUWLFXODU�VWUDWHJ\�ZRXOG� EH�ZKHUH�� IRU� H[DPSOH�� D� FKHPLFDO� FRPSDQ\��ZDU\� RI� WKH� UHOHYDQW� SXEOLFV¶�JURZLQJ� KRVWLOLW\� WR� WKH� FKHPLFDO� LQGXVWU\¶V� SHUFHLYHG� QHJDWLYH� HQYLURQPHQWDO� LPSDFWV��GHFLGHV� WR� GLVFRQWLQXH� FHUWDLQ� SURGXFW� OLQHV� DQG� WR� UHSODFH� WKHP� ZLWK� WHFKQRORJLFDOO\�LPSURYHG�DOWHUQDWLYHV�ZKLFK�DUH�µHQYLURQPHQWDOO\�IULHQGO\¶�DQG�WR�UHSRUW�WKLV�FKDQJH�WKURXJK�LWV�DQQXDO��VRFLDO�DQG�HQYLURQPHQW�UHSRUWV�
�LL� &KDQJHV�LQ�H[WHUQDO�H[SHFWDWLRQV��HPSKDVLV�RQ�UH�HGXFDWLQJ�DQG�LQIRUPLQJ�WKH�SXEOLF�7KLV�VHFRQG�OHJLWLPDWLRQ�VWUDWHJ\�LQYROYHV�PDNLQJ�QR�LQWHUQDO�DGMXVWPHQWV� LQ�UHODWLRQ�WR�WKH�EXVLQHVV� RUJDQL]DWLRQ¶V� RXWSXW�� PHWKRGV� DQG� JRDOV� RQ� WKH� EDVLV� WKDW� VXFK� DGMXVWPHQWV� DUH�HLWKHU�XQQHFHVVDU\�RU�XQHFRQRPLF��5DWKHU�� WKH�RUJDQL]DWLRQ�DWWHPSWV� WR�FKDQJH� WKH� UHOHYDQW�SXEOLFV¶� GHILQLWLRQ� RI� VRFLDO� OHJLWLPDF\� VR� DV� WR� EULQJ� LW� PRUH� LQWR� OLQH� ZLWK� WKH� EXVLQHVV�RUJDQL]DWLRQ¶V� PLVVLRQ�� 7KLV� VWUDWHJ\� LV� VDLG� WR� EH� FKRVHQ� ZKHUH� WKH� ILUP� FRQVLGHUV� WKH�UHOHYDQW�SXEOLFV¶�H[SHFWDWLRQV�RI�WKH�ILUP¶V�UHVSRQVLELOLWLHV�DUH�XQUHDOLVWLF�RU�µLQFRUUHFW¶��*UD\�HW�DO�������E���6XFK�D�VWUDWHJ\�ZRXOG�WHQG�WR�SODFH�KHDY\�HPSKDVLV�RQ�XVLQJ�LQIRUPDWLRQ�WR�HGXFDWH� DQG� LQIRUP� WKH� UHOHYDQW� SXEOLFV� DERXW� WKH� DSSURSULDWHQHVV� RI� WKH� EXVLQHVV�RUJDQL]DWLRQ¶V�RXWSXW��PHWKRGV�DQG�JRDOV�DQG�WKH�SRVLWLYH�EHQHILWV�LQ�UHODWLRQ�WR�WKHLU�TXDOLW\�RI� OLIH�� VWDQGDUG� RI� OLYLQJ�� HWF�� ,QIRUPDWLRQ� XVHG� LQ� WKLV� ZD\�ZRXOG� EH� QHLWKHU� QHXWUDO� QRU�XQELDVHG�VLQFH�WKH�RUJDQL]DWLRQ¶V�SULPDU\�VWUDWHJ\�LV�WR�FRQYLQFH�YDULRXV�LQWHUHVW�JURXSV�WKDW�WKHLU�H[SHFWDWLRQV�DUH�ZURQJ�DQG�WKDW�E\�HGXFDWLQJ�WKHP�WKH�EXVLQHVV�RUJDQL]DWLRQ�FDQ�EULQJ�VXFK� H[SHFWDWLRQV� PRUH� LQWR� OLQH� ZLWK� LWV� SHUIRUPDQFH� DQG� WKXV� FORVH� WKH� OHJLWLPDF\� JDS��8QGHU� WKLV� OHJLWLPDWLRQ� VWUDWHJ\�� D� FRPSDQ\� PD\�� IRU� H[DPSOH�� UHVRUW� WR� XVLQJ� &65� WR�HPSKDVLVH�FODLPV�WKDW�LW�KDV�PDGH�VLJQLILFDQW�ILQDQFLDO�LQYHVWPHQW�LQ�PDNLQJ�LWV�SURGXFWV�DV�HQYLURQPHQWDOO\�IULHQGO\�DV�SRVVLEOH�EXW�WKDW�IXUWKHU�LPSURYHPHQWV�DUH�HLWKHU�XQQHFHVVDU\�RU�XQHFRQRPLF� RU� ERWK��7KH� HFRQRPLF� DUJXPHQW� LV� OLNHO\� WR� EH� SUHVHQWHG� LQ� WHUPV�ZKLFK� FDOO�LQWR�TXHVWLRQ�WKH�DELOLW\�RI�WKH�EXVLQHVV�RUJDQL]DWLRQ�WR�FRQWLQXH�LWV�RSHUDWLRQV�LI�DGGLWLRQDO��
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XQQHFHVVDU\� FRVWV� DUH� LQFXUUHG��KLJKOLJKWLQJ�ZKDW� WKLV�ZRXOG�PHDQ� WR� WKH� ORFDO�HFRQRP\� LQ�WHUPV�RI�MRE�ORVVHV��ORFDO�WD[HV��HWF���
�LLL�&KDQJLQJ�VRFLHW\¶V�SHUFHSWLRQV�RI�WKH�RUJDQL]DWLRQ��HPSKDVLV�RQ�SHUVXDVLRQ�7KH�WKLUG�OHJLWLPDWLRQ�VWUDWHJ\�DOVR�LQYROYHV�PDNLQJ�QR�LQWHUQDO�DGMXVWPHQWV�LQ�UHODWLRQ�WR�WKH�EXVLQHVV� RUJDQL]DWLRQ¶V� RXWSXW�� PHWKRGV� DQG� JRDOV�� ,QVWHDG�� WKH� RUJDQL]DWLRQ� DWWHPSWV� WR�FRQYLQFH�WKH�UHOHYDQW�SXEOLFV�RI�WKH�DSSURSULDWHQHVV�RI�LWV�RXWSXW��PHWKRGV�DQG�JRDOV�E\�XVLQJ�SHUVXDVLYH� ODQJXDJH�� (VVHQWLDOO\�� WKH� EXVLQHVV� RUJDQL]DWLRQ� DWWHPSWV� WR� LGHQWLI\� ³«�RUJDQL]DWLRQDO�RXWSXW��PHWKRGV��DQG�JRDOV�ZLWK�WKH�SRSXODU�SHUFHSWLRQ�RI�ZKDW�LV�DSSURSULDWH�ZLWKRXW�DQ\� UHDO�DWWHPSW�DW� DFWXDO�FRQIRUPLW\´� �/LQGEORP�������S������ ,Q� WKLV� VLWXDWLRQ�� WKH�EXVLQHVV� RUJDQL]DWLRQ� VHHNV� WR� FORVH� WKH� OHJLWLPDF\� JDS� QRW� E\� FKDQJLQJ� LWV� EXVLQHVV�SHUIRUPDQFH�RU�E\�FKDQJLQJ�VRFLHW\¶V�H[SHFWDWLRQV��EXW�E\�FKDQJLQJ�VRFLHW\¶V�SHUFHSWLRQV�RI�WKH� EXVLQHVV� RUJDQL]DWLRQ�� 7KXV�� WKLV� VWUDWHJ\� LV� VDLG� WR� EH� FKRVHQ� ZKHQ� WKH� RUJDQL]DWLRQ�SHUFHLYHV� WKDW� D� OHJLWLPDF\� JDS� KDV� DULVHQ� EHFDXVH� RI� PLVFRQFHSWLRQV� RQ� WKH� SDUW� RI� WKH�UHOHYDQW�SXEOLFV��*UD\�HW�DO�������E���&RQWLQXLQJ�WKH�DERYH�H[DPSOH�RI�WKH�FKHPLFDO�EXVLQHVV��WKH� ODWWHU� PD\� FRQFOXGH� WKDW� LWV� SDUWLFXODU� SURGXFW� UDQJH� GLIIHUV� FRQVLGHUDEO\�� LQ�HQYLURQPHQWDO�LPSDFW�WHUPV��IURP�WKH�FKHPLFDO�SURGXFWV�ZKLFK�DSSHDU�WR�EH�DW�WKH�FHQWUH�RI�WKH� UHOHYDQW� SXEOLFV¶� LQLPLFDO� VWDQFH� WRZDUGV� WKH� FKHPLFDO� LQGXVWU\���� $V� D� UHVXOW�� WKH�FKHPLFDO�EXVLQHVV¶�VWUDWHJ\�PD\�LQYROYH�YROXQWDU\�GLVFORVXUH�RI�D�IRUPDO�SURGXFW�UHYLHZ�DQG�WKH� EDVLV� IRU� LWV� GHFLVLRQ�� SHUKDSV� HPSKDVLVLQJ� WKH� RUJDQL]DWLRQ¶V� LQWHQWLRQ� WR� FRQWLQXDOO\�UHYLHZ� LWV� GHFLVLRQ� LQ� WKH� OLJKW� RI� DQ\� QHZ� HYLGHQFH� RQ� WKH� HQYLURQPHQWDO� LPSDFWV� RI� LWV�SURGXFWV��,Q�WKLV�FDVH��WKH�ILUP�LV�VHHNLQJ�QRW�WR�FKDQJH�VRFLHW\¶V�H[SHFWDWLRQV�RI�WKH�FKHPLFDO�LQGXVWU\� DV�D�ZKROH�EXW� WR�FUHDWH�D�SHUFHSWLRQ� WKDW� WKH�EXVLQHVV� LV�QRW� WDUUHG�ZLWK� WKH� VDPH�EUXVK�DV�RWKHU��VRFLDOO\�XQDFFHSWDEOH�EXVLQHVV�RUJDQL]DWLRQV��6XFK�D�WDFWLF�LV�OLNHO\�WR�LQYROYH�WKH�XVH�RI�SXEOLF�UHODWLRQV�µVSLQ¶�WR�HPSKDVLVH�WKH�SRVLWLYH�DQG�DYRLG�UHIHUHQFH�WR�WKH�QHJDWLYH�DVSHFWV�RI�WKH�EXVLQHVV�RUJDQL]DWLRQV�RXWSXW��PHWKRGV��DQG�JRDOV�
�LY�0DQLSXODWLRQ�RI�H[WHUQDO�SHUFHSWLRQV��HPSKDVLV�RQ�GLVWUDFWLRQ�DQG�GLVJXLVH�7KH�IRXUWK�OHJLWLPDWLRQ�VWUDWHJ\��ZKLOVW�VLPLODU�WR�WKDW�GHVFULEHG�LQ��LLL��DERYH��LV�PXFK�PRUH�EODWDQW� LQ� WHUPV� RI� KRZ� LQIRUPDWLRQ� LV� XVHG WR� PDQLSXODWH�� H[SORLW�� PHGLDWH�� P\VWLI\�� DQG�WUDQVIRUP�VRFLDO�OHJLWLPDF\��,Q�WKLV�FDVH��D�EXVLQHVV�RUJDQL]DWLRQ�PDQLSXODWHV�WKH�SHUFHSWLRQV�RI�WKH�UHOHYDQW�SXEOLFV�E\�DVVRFLDWLQJ�LWVHOI�ZLWK�HPRWLYH�V\PEROV ZKLFK�KDYH�KLJK�OHJLWLPDWH�VWDWXV� DQG�ZKLFK� DUH LQWHQGHG� WR� GHIOHFW� DWWHQWLRQ� DZD\� IURP� D� SDUWLFXODU� LVVXH�RU� FRQFHUQ��(PRWLYH�V\PEROV�LQ�WKLV�FRQWH[W�VHUYH�DV�GLYHUVLRQV�RU�GHFR\V�WR�GLVWUDFW�DWWHQWLRQ�DZD\�IURP�LVVXHV�ZKLFK�WKH�EXVLQHVV�LV�NHHQ�WR�DYRLG��DQG�LQFOXGH�DFWLYLWLHV�VXFK�DV�FRUSRUDWH�GRQDWLRQV�WR�FKDULW\�DQG�QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQV�DQG�FR�RSWDWLRQV�RI�SROLWLFDO� OHDGHUV�RU�ZHOO�NQRZQ�SHUVRQV�RI� OHJLWLPDWH� VWDWXV� WR� VHUYH�RQ�ERDUGV�RI� H[HFXWLYH�GLUHFWRUV� �'RZOLQJ�DQG�3IHIIHU��������3IHIIHU��������6HO]QLFN���������7KLV�VWUDWHJ\�LV�FKRVHQ�ZKHQ�WKH�RUJDQL]DWLRQ�VHHNV�WR�PDQLSXODWH�WKH�SHUFHSWLRQV�RI�WKH�UHOHYDQW�SXEOLFV��*UD\�HW�DO�������E���6LJQLILFDQWO\��WKLV�LV�WKH�DUHD�ZKHUH�WKH�OLPLWDWLRQV�RI�YROXQWDU\�GLVFORVXUH�DUH�PRVW�REYLRXV�DQG�ZKHUH�WKH�XVH� RI� SXEOLF� UHODWLRQV� µVSLQ¶� LV� PRVW� H[WUHPH�� $V� DQ� H[DPSOH�� LQ� WKH� HDUO\� ����V� ZKHQ�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ�WKURXJK�VWDQG�DORQH�UHSRUWV�ZDV�VWLOO�UHODWLYHO\�QHZ��PDQ\�VXFK� UHSRUWV�ZHUH� VHHQ� DV� QR�PRUH� WKDQ� µJUHHQ� JORVVLHV� IXOO� RI� µQLFH� SLFWXUHV� RI� ELUGV� DQG�SODQWV¶� �+LEELWW���������GHYRLG�RI�DQ\�UHDO�VXEVWDQFH��6XFK�UHSRUWV�PD\�EH�VHHQ�DV�SDUW�RI�D�VWUDWHJ\� GHVLJQHG� WR� GHOLEHUDWHO\� PDQLSXODWH� DQG� H[SORLW� VRFLDO� OHJLWLPDF\� E\� GHIOHFWLQJ�
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DWWHQWLRQ� DZD\� IURP� HQYLURQPHQWDOO\�KDUPIXO� EXVLQHVV� SUDFWLFHV� E\�� IRU� H[DPSOH��HPSKDVLVLQJ�WKH�ILUP¶V�LQYROYHPHQW�ZLWK�HQYLURQPHQWDO�FKDULWLHV�
�Y� $YRLGDQFH� RI� DQ� LVVXH� RU� HYHQW� DV� SDUW� RI� D� GHOLEHUDWH� OHJLWLPDWLRQ� VWUDWHJ\� �DFWLYH�VWDOOLQJ�RU�HYDVLRQ�7KLV�ILIWK�OHJLWLPDF\�VWUDWHJ\�LQYROYHV�DQ�DFWLYH�GHFLVLRQ�RQ�WKH�SDUW�RI�PDQDJHPHQW�WR�VWDOO�RU�DYRLG�GLVFXVVLRQ�RI�D�SDUWLFXODU�LVVXH�RU�HYHQW�WKURXJK�WDFWLFV�VXFK�DV�GHQLDO��GHFRXSOLQJ��RU�GLVWUDFWLRQ��2¶'RQRYDQ������D��������2OLYHU���������,Q�WKH�FRQWH[W�RI�&65��WKH�DYRLGDQFH�VWUDWHJ\�LQYROYHV�PDQDJHPHQW�GHOLEHUDWHO\�FKRRVLQJ�QRW WR�GLVFORVH�DQ\�YROXQWDU\�VRFLDO�DQG�HQYLURQPHQWDO� LQIRUPDWLRQ�LQ�WKHLU�FRPPXQLFDWLRQV�ZLWK�VRFLHW\��7KH�UDWLRQDOH�IRU�GRLQJ�VR�LV� WKDW� WKH�RUJDQL]DWLRQ¶V� OHJLWLPDF\�VWDWXV�FDQ�RQO\�EH�KDUPHG�RU�ZRUVHQHG�E\�GUDZLQJ�WKH�FRPPXQLW\¶V� DWWHQWLRQ� WR� D� SDUWLFXODU� HYHQW� RU� LVVXH� �)UHHGPDQ�� ������*XWKULH� DQG�3DUNHU�������� 2¶'Z\HU�� ��������� *XWKULH� DQG� 3DUNHU� ������� S������� IRU� H[DPSOH�� VXJJHVW� WKDW�DFFRXQWLQJ� UHSRUW� SURGXFHUV� PD\� VHOHFWLYHO\� IDLO� WR� FRPPXQLFDWH� LQIRUPDWLRQ� ZKHUH� WKH\�SHUFHLYH� WKDW� VXFK� DFWLRQ� WR� EH� DJDLQVW� WKHLU� VHOI�LQWHUHVW�� QRQ�GLVFORVXUH� EHLQJ� ³«� MXVW� DV�SRWHQW� D� PHDQV� RI� PHGLDWLRQ� DQG� P\VWLILFDWLRQ� DV� VHOHFWHG� GLVFORVXUH�´� $FFRUGLQJ� WR�2¶'Z\HU� �������� LI� WKH�SUHVHQFH�RI�&65�LQ�DQQXDO�DQG�RWKHU� UHSRUWV�FDQ�EH�UDWLRQDOLVHG�RQ�WKH�EDVLV�RI�LWV�SHUFHLYHG�SRWHQWLDO�WR�OHJLWLPLVH�FRUSRUDWH�DFWLRQV�DQG�DFWLYLWLHV��UHODWLYHO\�ORZ�OHYHOV� RI� &65� UHSRUWLQJ� E\� ,ULVK� FRPSDQLHV� ZRXOG� VXJJHVW� WKDW� WKLV� SRWHQWLDO� LV� ODUJHO\�XQIXOILOOHG�� +RZHYHU�� DQ� HTXDOO\�SODXVLEOH� LQWHUSUHWDWLRQ� FRPHV� IURP� SHUFHLYLQJ� WKH� DFW� RI�QRQ�UHSRUWLQJ DV�DQ DFWLYH�OHJLWLPLVLQJ�VWUDWHJ\�LQ�LWVHOI�DQG�WKDW�UHIUDLQLQJ�IURP�HQJDJLQJ�LQ�&65�FRXOG� LQ� IDFW� IXOILO� LWV�SRWHQWLDO� WR�FRQIHU� OHJLWLPDF\�RU� UHGXFH� WKH�SRVVLELOLW\�RI�VRFLDO�OHJLWLPDF\� EHFRPLQJ� DQ� LVVXH�� )UHHGPDQ� �������� IRU� H[DPSOH�� VWXGLHG� UDZ�ZDWHU� SROOXWLRQ�GDWD�RI�WKH�86�SXOS�DQG�SDSHU�LQGXVWU\�ZKLFK�LV�UHTXLUHG�WR�SURYLGH�SROOXWLRQ�LQIRUPDWLRQ�WR�86� JRYHUQPHQW� DJHQFLHV� DQG� ZKLFK� LV� WKHQ� PDGH� SXEOLFO\� DYDLODEOH�� 7KLV� GDWD� HQDEOHG�)UHHGPDQ� WR� FRQVWUXFW� D� SROOXWLRQ� SHUIRUPDQFH� UDQNLQJV� LQGH[� WR� FRPSDUH� RQH� ILUP¶V�SROOXWLRQ�DEDWHPHQW�SURJUDPPH�WR�DQRWKHU¶V��+RZHYHU��QR�DWWHPSW�ZDV�PDGH�E\�WKH�SXOS�DQG�SDSHU�LQGXVWU\�LWVHOI�WR�FRQVWUXFW�VXFK�DQ�LQGH[�DQG�WKHUH�ZHUH�QR�UHTXLUHPHQWV�IRU�VXFK�GDWD�WR� EH� SURYLGHG� LQ� WKH� DQQXDO� ILQDQFLDO� VWDWHPHQWV�� )UHHGPDQ� DUJXHV� WKDW�� LQ� WKH� DEVHQFH� RI�JRYHUQPHQW� OHJLVODWLRQ�� FRPSDQLHV� ZLOO� QRW� SURYLGH� WKLV� LQIRUPDWLRQ� EHFDXVH� LW� ZRXOG� FDOO�DWWHQWLRQ�WR�WKH�FRPSDQ\¶V�SROOXWLRQ�UHFRUG��JHQHUDWLQJ�XQZDQWHG�QHJDWLYH�SXEOLFLW\�7KH�ILYH�OHJLWLPDWLRQ�VWUDWHJLHV�UHIHUUHG�WR�DERYH�VKRXOG�QRW�EH�VHHQ�DV�PXWXDOO\�H[FOXVLYH��,Q�SUDFWLFH��EXVLQHVV�RUJDQL]DWLRQV�DUH�OLNHO\�WR�HQJDJH�LQ�YDULRXV�DG�KRF OHJLWLPDWLRQ�VWUDWHJLHV�IRU� DGGUHVVLQJ� SDUWLFXODU� HFRQRPLF�� VRFLDO�� HQYLURQPHQWDO� DQG� HWKLFDO� LVVXHV� �/LQGEORP���������&RQVHTXHQWO\��WKH�RYHUDOO�OHJLWLPDWLRQ�VWUDWHJ\�PD\�EH�D�FRPSOH[��KHWHURJHQHRXV�PL[�RI� LQGLYLGXDO� WDFWLFV� FRQWDLQLQJ� ERWK� JHQXLQH� FKDQJHV� WR�PHHWLQJ� VRFLHW\¶V� H[SHFWDWLRQV� DV�ZHOO�DV�EODWDQW�DWWHPSWV�WR�PHGLDWH��P\VWLI\�DQG�WUDQVIRUP�VXFK�H[SHFWDWLRQV��)DFWRUV�WKDW�DUH�OLNHO\�WR LQIOXHQFH�D�EXVLQHVV�RUJDQL]DWLRQ¶V�OHJLWLPDF\�VWUDWHJ\�RQ�D�SDUWLFXODU�LVVXH�LQFOXGH�WKH�H[WHQW�WR�ZKLFK��L��LW�DIIHFWV�WKH�LQWHUHVWV�RI�WKH�EXVLQHVV�RUJDQL]DWLRQ�DV�D�ZKROH���LL��LW�LV�DGGUHVVHG�DW�LQGXVWU\�RU�JRYHUQPHQWDO�OHYHO�DQG��LLL��WKH�GHPDQG�UHSUHVHQWV�D�FRQFHUQ�RI�WKH�XQLYHUVH�RI�UHOHYDQW�SXEOLFV��/LQGEORP���������2I�WKH�ILYH�VWUDWHJLHV�LGHQWLILHG��RQO\�WKH�ILUVW�DQG�VHFRQG�DUH�OLNHO\�WR�UHVXOW�LQ�WKH�XQELDVHG�UHSRUWLQJ�RI�WKH�EXVLQHVV�RUJDQL]DWLRQ¶V�RXWSXW��PHWKRGV� DQG� JRDOV�� &RQYHUVHO\�� WKH� IRXUWK� VWUDWHJ\� LV� WKH� PRVW� VHYHUH� IRUP� RI� ELDVHG�UHSRUWLQJ��EHLQJ�D�FOHDU�DWWHPSW�WR�PDQLSXODWH�SHUFHSWLRQV�DQG�GLVJXLVH�WKH�µWUXWK¶��7KH�YLHZ�WKDW� RUJDQL]DWLRQV� DFWLYHO\� VHHN� WR�PDQLSXODWH� WKH� SHUFHSWLRQV� RI� VRFLHW\� LV� FRQVLVWHQW�ZLWK�



2UJDQL]DWLRQDO�OHJLWLPDF\�WKHRU\

���

ERWK�3HUURZ� �������DQG�*UD\�HW�DO�� �������ZKR�DUJXH� WKDW�RUJDQL]DWLRQV�DWWHPSW� WR�FRQWURO�DQG� PDQLSXODWH� WKHLU� H[WHUQDO� HQYLURQPHQWV���� 6XFK� H[WHUQDO� HQYLURQPHQWV� DUH� QRW� VHHQ� DV�IL[HG�RU� LPPXWDEOH�EXW� WDNH� WKH� IRUP�RI� µQHJRWLDEOH� LQVWUXPHQWV¶� �:RRGZDUG�HW�DO����������ZLWK�VRPH�RUJDQL]DWLRQV�SOD\LQJ�KDUGEDOO�ZKHQ�QHJRWLDWLQJ� WKH� WHUPV�RI� WKH�VRFLDO�FRQWUDFW��*UD\�HW�DO����������IRU�H[DPSOH��YLHZ�6KRFNHU�DQG�6HWKL¶V��������DUJXPHQW�WKDW�RUJDQL]DWLRQV�DUH� DOZD\V� VHHNLQJ� WR� PHHW� WKH� WZLQ� WHVWV� RI� OHJLWLPDF\� DQG� UHOHYDQFH� DV� WRR� EURDG� DQG�LPSUHFLVH��IDLOLQJ�WR�WDNH�SURSHU�FRJQLVDQFH�RI�WKH�SRZHU�ZLHOGHG�E\�RUJDQL]DWLRQV�LQ�DFWLYHO\�VHHNLQJ�WR�VKDSH�WKHLU�HQYLURQPHQWV�+RZHYHU�� VXFK�DUJXPHQWV��ZKLOVW� LQIRUPDWLYH�� OLH�DW� WKH�H[WUHPLWLHV�RI�D�ERXUJHRLV�SROLWLFDO�HFRQRP\�SHUVSHFWLYH�RI�RUJDQL]DWLRQDO�OHJLWLPDF\��HQFURDFKLQJ�LQWR�µFODVVLFDO¶��L�H��0DU[LDQ��SROLWLFDO�HFRQRP\�WHUULWRU\��7KH�ODWWHU�DUJXHV��IRU�H[DPSOH��WKDW�PDQDJHPHQW�WDNHV�DGYDQWDJH�RI� H[LVWLQJ� SRZHU� DV\PPHWULHV� ZLWKLQ� VRFLHW\� WR� PDLQWDLQ� LWV� SULPDF\�� VHW� WKH� DJHQGD��SURSDJDWH�D�VHW�RI�EHOLHIV�ZKLFK�DSSURYHV�RI�PDQDJHULDO�DXWRQRP\�E\�WKH�JHQHUDO�SXEOLF�DQG�WR�SRUWUD\� WKH�VRFLDO��SROLWLFDO�DQG�HFRQRPLF�ZRUOG�RQ�WKHLU�RZQ�WHUPV��*XWKULH�DQG�3DUNHU��������������/LQGEORP������D��������0F*LYHULQJ�HW�DO����������7KLV� LV�VHHQ�DV� OHDGLQJ� WR�D�VWDWH� RI� µKHJHPRQLF� GRPLQDWLRQ¶� LQ� ZKLFK� D� FHUWDLQ� ZD\� RI� OLIH� DQG� EHOLHIV� LV� GLIIXVHG� E\�SRZHUIXO��GRPLQDQW�EXVLQHVV�RUJDQL]DWLRQV� WKURXJKRXW� VRFLHW\� LQ�DOO� LWV�YDULRXV� LQVWLWXWLRQDO�DQG� SULYDWH� PDQLIHVWDWLRQV� DQG� WKXV� LQIRUPLQJ� DOO� DVSHFWV� RI� VRFLDO� OLIH� LQFOXGLQJ� WDVWH��IDVKLRQ��EHOLHIV��PRUDOLW\��FXVWRPV��UHODWLRQV�DQG�SROLWLFDO�SULQFLSOHV��-RKQVWRQ�DQG�*LOO��������:LOOLDPV���������7KH�FHQWUDO�LVVXH�RI�VXFK�DQ�DQDO\VLV�LV�µSRZHU�UHODWLRQV¶�LQ�WKH�FRQWH[W�RI�DQ�XQHYHQ�GLVWULEXWLRQ�RI�SRZHU�EHWZHHQ�WKH�YDULRXV�FRQVWLWXHQWV�RI�D�VRFLHW\��VHH��IRU�H[DPSOH��&OHJJ�� ������ DQG� KRZ� VXFK� SRZHU� DV\PPHWU\� LV� XVHG� WR� DVVHUW� DQG� UH�DVVHUW� FRQWURO��KHJHPRQ\�� UXOH� DQG�GRPLQDWLRQ�ZKLFK� FRQWLQXHV� WR�DSSHDU DV� WKH�QDWXUDO�RUGHU� �&OHJJ�DQG�'XQNHUOH\�� ������� )URP� WKLV� SHUVSHFWLYH�� RQO\� E\� TXHVWLRQLQJ� WKH� QDWXUDO� RUGHU� WKURXJK�DOWHUQDWLYH� OHQVHV�GR�QHZ�ZRUOGV�RSHQ�XS�ZKLFK�RIIHU�YHU\�GLIIHUHQW�PHDQLQJV��SHUVSHFWLYHV�DQG� XQGHUVWDQGLQJV� RI� WKH� EXVLQHVV�VRFLHW\� UHODWLRQVKLS� LQ� WKH� FRQWH[W� RI� &65� LQ� OLEHUDO�HFRQRPLF� GHPRFUDFLHV� �VHH�� IRU� H[DPSOH�� /HKPDQ�� ������� :KLOVW� VXFK� SHUVSHFWLYHV� DUH�UHFRJQLVHG� KHUH� DV� EHLQJ� HVVHQWLDO� WR� DQ\� SURSHU� GHEDWH� LQ� UHODWLRQ� WR� WKH� EXVLQHVV�VRFLHW\�UHODWLRQVKLS��DQG�WKXV�&65HVS�DQG�&65��WKH\�GR�QRW�IRUP�D�FHQWUDO�SDUW�RI�2/7�DQG�DUH�WKXV�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�FKDSWHU���
��� /HJLWLPDF\�WKHRU\�DV�DQ�H[SOLFDWRU�IRU�YDULDWLRQV�LQ�&657KH� HVVHQWLDO� IHDWXUHV� RI� WKH� ERXUJHRLV� PRGHO� RI� OHJLWLPDF\� WKHRU\� DV� RXWOLQHG� LQ� WKH�SUHFHGLQJ� VHFWLRQV� DUH� VXPPDULVHG� GLDJUDPPDWLFDOO\� LQ� )LJXUH� ���� EHORZ ZKLFK� KLJKOLJKWV�WKH� YDULRXV� LQSXWV� DQG� SURFHVVHV� ZKLFK� GHWHUPLQH� WKH� OHJLWLPDF\� VWDWXV� RI� EXVLQHVV�RUJDQL]DWLRQV� LQ�PRGHUQ� OLEHUDO� HFRQRPLF� GHPRFUDFLHV��:KLOVW� VWLOO� FRQVLGHUHG� D� UHODWLYHO\�XQGHU�GHYHORSHG�WKHRU\�RI�PDQDJHULDO�EHKDYLRXU��'HHJDQ���������WKLV�PRGHO�VWDQGV�RXW�DV�WKH�GRPLQDQW� KHXULVWLF� DGYDQFHG� VR� IDU� E\� &65� UHVHDUFKHUV� LQ� VHHNLQJ� WR� SUHGLFW�� H[SODLQ� DQG�XQGHUVWDQG�&65��VHH��IRU�H[DPSOH��$GDPV�HW�DO���������%XKU��������&DPSEHOO��������������'HHJDQ�DQG�*RUGRQ��������'HHJDQ�DQG�5DQNLQ��������*UD\�HW�DO�������E��-DQWDGHM�DQG�.HQW�������� 2¶'RQRYDQ�� ����D�� ������ 3DWWHQ�� ������ ������ ������ :DOGHQ� DQG� 6FKZDUW]�� ������:LOPKXUVW�DQG�)URVW���������
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)LJXUH����2UJDQL]DWLRQDO�OHJLWLPDF\�DQG�WKH�SURFHVV�RI�OHJLWLPDWLRQ(FR�VSKHUH6RFLR�HFRQRPLF�GRPDLQ
([WHUQDO�IDFWRUV��HFRQRPLF��VRFLDO�DQG�SROLWLFDO� /HJLWLPDWLRQ�VWUDWHJLHV��LQFOXGLQJ�&65�&('�

/HJLWLPDWLRQ��SURFHVV�µ5HOHYDQW�SXEOLFV¶��ZLGHU�VRFLHW\� /HJLWLPDF\��VWDWXV�
%XVLQHVV�RUJDQL]DWLRQV

1RUPV�DQG�YDOXHV ([SHFWDWLRQV�RI��VRFLDOO\�UHVSRQVLEOH�EHKDYLRXU�

1RWH��$UURZV�LQGLFDWH�WKH�DVVXPHG�GLUHFWLRQ�RI�LQIOXHQFH3ULRU�&65�UHVHDUFK�ZKLFK�KDV�XVHG�2/7�WR�H[SODLQ�DQG�H[SORUH�WKH�QDWXUH�DQG�FDXVHV�RI�&('�PD\�EH�FODVVLILHG�DV�IDOOLQJ�LQWR�RQH�RU�PRUH�RI�WKH�IROORZLQJ�FDWHJRULHV��L� (YHQW� VWXGLHV� ±FRPSDQLHV� DUH� REVHUYHG� DV� FKDQJLQJ� WKHLU� UHSRUWLQJ� EHKDYLRXU� DURXQG�WKH�WLPH��RU�GXULQJ�WKH�FRXUVH��RI�PDMRU�JOREDO�RU�ORFDO�VRFLDO�DQG�HQYLURQPHQWDO�HYHQWV�VXFK�DV�WKH�([[RQ�9DOGH] DQG�.LUNL RLO�VSLOOV��DQG�WKH�8QLRQ�&DUELGH�FKHPLFDO�GLVDVWHU�LQ� %KRSDO�� ,QGLD� �%ODFFRQLHUH� DQG� 3DWWHQ�� ������ %XKU�� ������ 'HHJDQ� HW� DO��� ������-DQWDGHM� DQG�.HQW�� ������3DWWHQ�� ������:DOGHQ� DQG�6FKZDUW]�� ������RU�FKDLUSHUVRQ¶V�WHUP�RI�RIILFH��&DPSEHOO���������LL� 3ULQW�PHGLD� VWXGLHV� � WKH� SULQW�PHGLD� LV� VHHQ� DV� SDUWLFXODUO\� LQIOXHQWLDO� LQ� WHUPV� RI� D�FRPPXQLW\¶V� FRQFHUQ� DERXW� WKH� VRFLDO� DQG� HQYLURQPHQWDO� SHUIRUPDQFH� RI� SDUWLFXODU�RUJDQL]DWLRQV��$GOHU�DQG�0LOQH��������%URZQ�DQG�'HHJDQ��������'HHJDQ�HW�DO���������1HX�HW�DO���������2¶'RQRYDQ������D��������6LPPRQV�DQG�1HX���������LLL� 3ROLWLFDO� YLVLELOLW\ ± FKDQJLQJ�VRFLDO�YDOXHV�DUH� VHHQ�DV�JLYLQJ� ULVH� WR�SUHVVXUHV�ZKLFK�LPSDFW�RQ�FRPSDQLHV�GLIIHUHQWO\��DIIHFWLQJ�WKRVH�ZKLFK�DUH�PRUH�µSROLWLFDOO\�YLVLEOH¶�WR�D�JUHDWHU�H[WHQW��$GDPV�HW�DO���������'RZOLQJ�DQG�3IHIIHU��������+DFNVWRQ�DQG�0LOQH��������.RNXEX�HW�DO���������2¶'Z\HU��������������3DWWHQ���������LY� 6RFLDO� SUHVVXUHV�± VRFLDO� DQG�HQYLURQPHQWDO�DFWLYLVWV�DQG�YDULRXV�RWKHU JURXSV�ZLWKLQ�VRFLHW\� DUH� VHHQ� DV� VLJQDOOHUV� RI� WKH� GHJUHH� RI� VRFLDO� OHJLWLPDF\� JUDQWHG� WR� EXVLQHVV�RUJDQL]DWLRQV�� DQ\� GLVVDWLVIDFWLRQ� ZLWK� EXVLQHVV� SHUIRUPDQFH� JLYLQJ� ULVH� WR� VRFLDO�
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SUHVVXUHV� IURP� WKHVH� JURXSV� RQ� EXVLQHVV� WR� LPSURYH� SHUIRUPDQFH� �&DPSEHOO�� ������'HHJDQ�DQG�*RUGRQ��������3DWWHQ��������������3UHVWRQ�DQG�3RVW���������DQG��Y� �3RRU�� HQYLURQPHQWDO� SHUIRUPDQFH�EUHDFKHV� RI� HQYLURQPHQWDO� UHJXODWLRQV� ± SRRU�HQYLURQPHQWDO�SHUIRUPDQFH�DQG�SURVHFXWLRQV�ILQHV�IRU�SRRU�HQYLURQPHQWDO�SHUIRUPDQFH�DUH� VHHQ� DQ LQGLFDWLRQ� RI� D� IDLOXUH� RI� WKH� FRPSDQLHV� FRQFHUQHG� WR� PHHW� VRFLHW\¶V�H[SHFWDWLRQV�DQG� WKXV�JLYLQJ� ULVH� WR�D�SRWHQWLDO� WKUHDW� WR� WKHLU� OHJLWLPDF\� �'HHJDQ�DQG�5DQNLQ��������5RFNQHVV��������5RFNQHVV�HW�DO���������:LVHPDQ��������6LPPRQV�DQG�1HX��������*LYHQ�WKH�SUHVHQW�VWXG\¶V�IRFXV�RQ�FRUSRUDWH�FKDUDFWHULVWLFV�DQG�VRFLR�SROLWLFDO�LQIOXHQFHV�RI�D� PRUH� JHQHUDO� QDWXUH�� WKH� SULPDU\� FRQFHUQ� KHUH� LV� ZLWK� WKH� SROLWLFDO� YLVLELOLW\� DQG� SRRU�HQYLURQPHQWDO� SHUIRUPDQFH� DUJXPHQWV� �LWHPV� �LLL�� DQG� �Y�� DERYH�� WR� H[SODLQ� YDULDWLRQV� LQ�&('� DFURVV� ILUPV�� 2WKHU� DUJXPHQWV�� KRZHYHU�� DUH� UHIHUUHG� WR� EHORZ� DV� SDUW� RI� D� JHQHUDO�UHYLHZ�RI� SULRU�&65� VWXGLHV� LQ� WKLV� ILHOG�RI� HQTXLU\��7KH�QRWLRQ� WKDW�&65�PD\�EH�XVHG�E\�EXVLQHVV�RUJDQL]DWLRQV�DV�SDUW�RI�D�OHJLWLPLVDWLRQ�VWUDWHJ\�FDQ�EH�WUDFHG�EDFN�WR�HDUOLHU�VWXGLHV�LQ� WKH� ODWH�����V�DQG�HDUO\�����V�ZKLFK�VXJJHVWHG� WKDW�&65�LV�DVVRFLDWHG�ZLWK�DWWHPSWV�E\�EXVLQHVV�RUJDQL]DWLRQV�WR�LPSURYH�WKHLU�SXEOLF�LPDJH�DQG�HQJHQGHU�JUHDWHU�VRFLDO�DFFHSWDQFH�RI�LWV�DFWLYLWLHV�DQG�EHKDYLRXU��VHH��IRU�H[DPSOH��$EERWW�DQG�0RQVRQ��������%URFNKRII��������'LHUNHV�� ������ 'LHUNHV� DQG� 3UHVWRQ�� ������ 7URWPDQ�� ������ 7URWPDQ� DQG� %UDGOH\�� ������8OOPDQQ�� ������� 6XFK� VWXGLHV� KLJKOLJKWHG� WKH� VRFLR�SROLWLFDO� FKDQJHV� ZKLFK� ZHUH� VHHQ� DV�WDNLQJ�SODFH�ZLWKLQ�:HVWHUQ�GHPRFUDFLHV� DW� WKDW� WLPH� �VHH�&KDSWHU�����8OOPDQQ� �������� IRU�H[DPSOH�� DUJXHV� WKDW� LQFUHDVHG� DWWHQWLRQ� E\� VRFLHW\¶V� FRQVWLWXHQW� JURXSV� RQ� QRQ�PDUNHW�DVSHFWV�RI�FRUSRUDWH�EHKDYLRXU�LQWURGXFHG�D�VRFLR�SROLWLFDO�GLPHQVLRQ�WR�FRUSRUDWH�UHSRUWLQJ��ZLWK�VXFK�UHSRUWLQJ�EHLQJ�XVHG�E\�PDQDJHPHQW�DV�D�PHDQV�RI�UHVSRQGLQJ�WR�D�PXFK�EURDGHU�QRWLRQ�RI�OHJLWLPDF\�7KH� GHPDQGV� EXVLQHVV� RUJDQL]DWLRQV� DUH� IDFHG�ZLWK� FDQ� URXJKO\� EH� GLYLGHG�LQWR���EURDG�FDWHJRULHV��QDPHO\�����WKH�SHUIRUPDQFH�RI�EXVLQHVV�ZLWK�UHVSHFW�WR�VRFLDO�FRVWV��H�J��SURGXFW�VDIHW\��HQYLURQPHQWDO�SURWHFWLRQ��DQG�DSSURSULDWH�WHFKQRORJ\��DQG����� WKH�VRFLR�SROLWLFDO� OHJLWLPDF\�RI�SULYDWH�EXVLQHVV� LQ�YLHZ�RI� LWV� SRZHU� YLV�j�YLV� WKH� VWDWH� DQG� VRFLHW\«�� )URP� WKH� SRLQW� RI� YLHZ� RI�PDQDJHPHQW��&65�FDQ�VHUYH�DV�DQ�LQVWUXPHQW�ZLWK�ZKLFK�WR�WU\�WR�SDFLI\�WKH�VRFLR�SROLWLFDO� GHPDQGV�ZKLOVW� DW� WKH� VDPH� WLPH�SOD\LQJ�D� U{OH� LQ�KHOSLQJ� WR�VDIHJXDUG�VXSSRUW�IURP�RWKHU�FRQVWLWXHQFLHV �8OOPDQQ�������S�����,Q�WKH�VDPH�YHLQ��$EERWW�DQG�0RQVHQ��������DUJXH�WKDW�SUHVVXUH�RQ�ILUPV�WR�GLVFORVH�VRFLDO�DQG� HQYLURQPHQWDO� LQIRUPDWLRQ� FDPH� IURP� WZR� UHODWHG� VRXUFHV�� WKH� JHQHUDO� SXEOLF� DQG�JRYHUQPHQW� UHJXODWRU\� DJHQFLHV�� &LWLQJ� WKH� IDFW� WKDW� VXUYH\V� DW� WKH� WLPH� KDG� VKRZQ� SXEOLF�FRQILGHQFH� LQ�EXVLQHVV� LQ� WKH�86� WR�KDYH�GHFOLQHG�E\�����LQ� WKH�����V DQG�E\�����LQ� WKH�����V�� $EERWW� DQG� 0RQVHQ� DUJXH� WKDW� WKLV� IDOO� LQ� FRQILGHQFH� UHIOHFWHG� D� JHQHUDO� VKLIW� LQ�VRFLHW\¶V� DWWLWXGHV� WRZDUGV� EXVLQHVV�� ZLWK� PDQ\� SHRSOH� SHUFHLYLQJ� WKDW� EXVLQHVV� ZDV� QR�ORQJHU� GHOLYHULQJ� RQ� LWV� UROH� LQ� VRFLHW\� WKURXJK� OHJLWLPDWH� PHDQV�� $EERWW� DQG� 0RQVRQ�VXJJHVWHG� WKDW� &65�ZDV� EHLQJ� XVHG� DV� D� PHDQV� WR� FRXQWHUDFW� WKH� EHOLHI� WKDW� PDQ\� RI� WKH�DFWLYLWLHV�RI�EXVLQHVV�ZHUH�LOOHJLWLPDWH��6LPLODUO\��7URWPDQ��������VXJJHVWV�WKDW�WKH�LQFUHDVH�LQ�&65�E\�$XVWUDOLDQ�FRPSDQLHV�RYHU�WKH�SHULRG������WR������PD\�KDYH�EHHQ�PRWLYDWHG�E\�FRQFHUQV�ZLWK�SXEOLF�LPDJH��EHLQJ�XVHG�DV�D�VZHHWHQHU�WR�DVVXDJH�WKH�JHQHUDO�SXEOLF��JHQHUDWH�PRUH� LGHQWLILFDWLRQ� ZLWK� WKH� RUJDQL]DWLRQ� DQG� WR� DYRLG� FRQIURQWDWLRQV� VXFK� DV� VWULNHV� RU�
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UHSRUWHG� LQ�PDLQVWUHDP�QHZV�PHGLD� DQG� OLQNHG� WR� WKH�FRPSDQ\��RU� WKH� LQGXVWU\� LQ�ZKLFK� LW�RSHUDWHV�� LQIOXHQFH� WKH� GLVFORVXUH� RI� HQYLURQPHQWDO� LQIRUPDWLRQ� LQ� WKH� DQQXDO� UHSRUW��5HVHDUFK�HYLGHQFH�VXJJHVWV�WKDW�WKH�PHGLD��SDUWLFXODUO\�WKH�SULQW�PHGLD��SRVLWLYHO\�LQIOXHQFHV�WKH� ZD\� PRVW� SHRSOH� GHFLGH� ZKDW� LV� DQ� LPSRUWDQW� SXEOLF� SROLF\� LVVXH� �$GHU�� ������ 0D\HU��������0F&RPEV���������$GHU���������IRU�H[DPSOH��IRXQG�WKDW�WKH�H[WHQW�RI�PHGLD�FRYHUDJH�RI� SROOXWLRQ� LVVXHV� SRVLWLYHO\� DIIHFWV� FRPPXQLW\� FRQFHUQV� IRU� WKHVH� LVVXHV�� 6XFK� PHGLD�FRYHUDJH�FDQ�WUDQVODWH�LQWR�SXEOLF�SUHVVXUH�RU�H[SHFWDWLRQV�RI�FHUWDLQ�VWDQGDUGV�RI�EHKDYLRXU�DQG�� XOWLPDWHO\�� D� ORVV�RI� OHJLWLPDF\� IRU�EXVLQHVV�RUJDQL]DWLRQV�ZKLFK� IDLO� WR�PHHW� VRFLHW\¶V�H[SHFWDWLRQV�� %DVHG� RQ� KLV� UHVXOWV�� 2¶'RQRYDQ� �����D� S����� RULJLQDO� HPSKDVLV�� FRQFOXGHV��³«�LW�LV�FOHDU�WKDW�PDQDJHPHQW�EHOLHYH�PHGLD�UHSRUWV�RI�D�FRQWLQXLQLQJ�QDWXUH��ZKLFK�OLQN�WKH�FRPSDQ\ LQ�ZKLFK�WKH\�RSHUDWH�WR�VLJQLILFDQW�HQYLURQPHQWDO�LVVXHV��ZHUH�PRVW�OLNHO\�WR�HOLFLW�D�UHVSRQVH�LQ�WKH�DQQXDO�UHSRUW�´�7KH�GHVFULSWLRQ�µFRQWLQXLQJ�QDWXUH¶�LV�LPSRUWDQW�EHFDXVH�LW�VXJJHVWV� WKDW� PDQDJHPHQW� DUH� PRQLWRULQJ� PHGLD� GHYHORSPHQWV� DQG� WKXV� PD\� UHVSRQG� WR�WKHP�� $V� QRWHG� E\� 2¶'RQRYDQ�� WKLV� ILQGLQJ� VXJJHVWV� WKDW� ZKDW� PDQDJHPHQW� SHUFHLYH� DV�LPSRUWDQW�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�LVVXHV�PD\ZHOO�EH�GHWHUPLQHG�E\�ZKDW�WKH�PHGLD�DQG�RWKHU�VHFWLRQV�RI�VRFLHW\�UHJDUG�DV� LPSRUWDQW�� LUUHVSHFWLYH�RI�ZKHWKHU�RU�QRW� WKHVH�LVVXHV�DUH�XOWLPDWHO\�UHSRUWHG�LQ�WKH�DQQXDO�UHSRUW�2¶'RQRYDQ� �����D�� DOVR� VXJJHVWV� WKDW�GLVFORVXUH� LQ� WKH�DQQXDO� UHSRUW�PD\�EH�LVVXHV�GULYHQUDWKHU� WKDQ�XVHU�GULYHQ�� ,Q� RWKHU� ZRUGV�� ZKDW� LV� LQFOXGHG� LQ� WKH� DQQXDO� UHSRUW� PD\� EH� WKH�UHVXOW�RI�D�SULRU�DVVHVVPHQW�RI�WKH�LVVXHV�ZKLFK�PDQDJHPHQW�FRQVLGHUV�WKH�FRPSDQ\�QHHGV�WR�IRFXV�RQ��7KLV�GRHV�QRW� LPSO\� WKDW�PDQDJHPHQW� LV�XQDZDUH�RI� WKH�QHHG� WR� LQGXOJH� LQ� VRPH�IRUP�RI� OHJLWLPDF\�UHVWRUDWLRQ�IROORZLQJ�D�SLHFH�RI�µEDG¶�SUHVV�FRYHUDJH��EXW�UDWKHU�WKDW�DQ\�UHVSRQVH� YLD� WKH� DQQXDO� UHSRUW� LV� PXFK� PRUH� FRQVLGHUHG�� 2¶'RQRYDQ� DOVR� IRXQG� HYLGHQFH�ZKLFK�VXJJHVWV�WKDW�PDQDJHPHQW�LV�SUHSDUHG�WR�XVH�DQQXDO�UHSRUWV�WR�FRUUHFW�ZKDW�WKH\�UHJDUG�DV�PLVFRQFHSWLRQV�IRUPHG�E\�WKH�JHQHUDO�SXEOLF�DERXW�WKH�FRPSDQ\�RU�WKH�LQGXVWU\�LQ�ZKLFK�LW�RSHUDWHV�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�LVVXHV��7KLV�QHHG�WR�µUH�HGXFDWH�WKH�SXEOLF¶�PD\�EH�VHHQ�DV�SDUW�RI�D�OHJLWLPDWLRQ VWUDWHJ\�DLPHG�DW�FKDQJLQJ�VRFLHW\¶V�H[SHFWDWLRQV�DERXW�WKH�FRPSDQ\��OHJLWLPDWLRQ� VWUDWHJ\� �LL�� DERYH�� RU� LQGHHG� VRFLHW\¶V�SHUFHSWLRQV�RI� LW� �OHJLWLPDWLRQ� VWUDWHJ\��LLL������,PSRUWDQWO\��WKLV�DOVR�LOOXVWUDWHV�WKDW�FRUSRUDWH�PDQDJHPHQW�LV�SUHSDUHG�WR�XVH�DQQXDO�UHSRUWV� WR� LQIOXHQFH� SXEOLF� LPSUHVVLRQV� UDWKHU� WKDQ� MXVW� WR� SURYLGH� VRPH� IRUP� RI�DFFRXQWDELOLW\� E\� ZKLFK� VRFLHW\� FDQ� HYDOXDWH� WKH� FRPSDQ\¶V� HQYLURQPHQWDO� SHUIRUPDQFH���6XFK� ILQGLQJV� KDYH� LPSRUWDQW� LPSOLFDWLRQV�ZKHQ� FRQWUDVWHG�ZLWK� WKRVH�RI�RWKHU� UHVHDUFKHUV�VXFK�DV�7LOW���������7LOW¶V�UHVHDUFK�LQWR�WKH�XVH�RI�WKH�DQQXDO�UHSRUW�WR�REWDLQ�HQYLURQPHQWDO�LQIRUPDWLRQ�E\�WKH�XVHUV�RI�WKHVH�UHSRUWV�SUHVXSSRVHV�WKDW�PDQDJHPHQW�LV�VHHNLQJ�WR�SURYLGH�µXVHIXO¶� LQIRUPDWLRQ� WR� VXFK� XVHUV�� +RZHYHU�� UHVHDUFK� HYLGHQFH� SURYLGHG� E\� %URZQ� DQG�'HHJDQ���������%XKU� �������DQG�2¶'RQRYDQ������D��������VXJJHVWV� WKDW�PDQDJHPHQW�XVHV�&65� GLVFORVXUHV� WR� LQIOXHQFH� SXEOLF� LPSUHVVLRQV�� $V� VXFK�� WKH� GHJUHH� WR� ZKLFK� VRFLDO� DQG�HQYLURQPHQWDO� LQIRUPDWLRQ� SURYLGHG� LQ� DQQXDO� UHSRUWV� LV� XVHIXO� LQ� WHUPV� RI� HYDOXDWLQJ�FRUSRUDWH�VRFLDO�DQG�HQYLURQPHQWDO�SHUIRUPDQFH�LV�TXHVWLRQDEOH��7KH� XVH� RI� DQQXDO� UHSRUWV� DV� PHGLXPV� IRU� LQIOXHQFLQJ� VRFLHW\¶V� LPSUHVVLRQV� RI� D� FRPSDQ\�UDWKHU�WKDQ�LQIRUPLQJ�VRFLHW\�LV�D�FHQWUDO�WKHPH�RI�PXFK�RI�SULRU�&65�UHVHDUFK�LQ�WKLV�ILHOG��*UD\� HW� DO�� �����E��� IRU� H[DPSOH�� VXJJHVW� WKDW� WKHUH� LV� HYLGHQFH� RI� ILUPV� XVLQJ� &65� DV� DQ�LQVWUXPHQW� WR� QHJRWLDWH� WKH� FRQFHSW� RI� &65� DQG� WR� GHWHUPLQH� WKH� ILUP¶V� UHODWLRQVKLS� ZLWK�VRFLHW\���� ,Q� RWKHU� ZRUGV�� FRUSRUDWH� FRPPXQLFDWLRQV� WKURXJK� DQQXDO� DQG� RWKHU� UHSRUWV� DUH�
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SHUFHLYHG�WR�VHUYH�D�PXFK�ZLGHU�VRFLR�SROLWLFDO�UROH�WKDQ�PHUHO\�WR�LQIRUP�VKDUHKROGHUV�DQG�RWKHU�XVHUV��*XWKULH�DQG�3DUNHU��������$V�VXFK��IDU�IURP�EHLQJ�QHXWUDO��DQQXDO�UHSRUWV�«�VHUYH�DV� WRROV� IRU�FRQVWUXFWLQJ��VXVWDLQLQJ��DQG�OHJLWLPLVLQJ�HFRQRPLF�DQG�SROLWLFDO� DUUDQJHPHQWV�� LQVWLWXWLRQV� DQG� LGHRORJLFDO� WKHPHV�ZKLFK� FRQWULEXWH�WR�WKH�EXVLQHVV�RUJDQL]DWLRQ¶V�SULYDWH�LQWHUHVWV��«�>7@KH\�GR�QRW�FRQVWLWXWH�WKH�QHXWUDO�GRFXPHQWV�WKDW�VRPH�UHSRUW�SURGXFHUV�VXJJHVW��7KH\�DUH�D�SURGXFW�RI�LQWHUFKDQJH� EHWZHHQ� WKH� EXVLQHVV� RUJDQL]DWLRQ� DQG� LWV� HQYLURQPHQWV� DQG�DWWHPSW�WR�PHGLDWH�DQG�DFFRPPRGDWH�D�YDULHW\�RI�VHFWLRQDO�LQWHUHVWV��*XWKULH�DQG�3DUNHU�������S������)RU�H[DPSOH��LI�D�EXVLQHVV�RUJDQL]DWLRQ�IHHOV�WKDW�LWV�OHJLWLPDF\�LV�EHLQJ�WKUHDWHQHG�E\�D�SRRU�SXEOLF� LPDJH� LQ� WKH�PHGLD�� LW�PD\�VHHN� WR�PLQLPLVH� WKH�HIIHFWV�RI� WKLV� WKUHDW�E\�YROXQWDULO\�GLVFORVLQJ� LQIRUPDWLRQ� WR� VRFLHW\� WKURXJK� YDULRXV� PHGLD�� LQFOXGLQJ� WKH� FRUSRUDWH� DQQXDO�UHSRUW� �2¶'RQRYDQ� �����D�� ������ 1HX�HW� DO��� ������ 6LPPRQV� DQG� 1HX�� ������ =pJKDO� DQG�$KPHG�� ������� 6LPPRQV� DQG� 1HX� ������� FRQFOXGHG� WKDW� WKH� DQQXDO� UHSRUW� LV� XVHG� DV� D�PHGLXP�WR�UHVSRQG�WR�SXEOLF�SUHVVXUH��SDUWLFXODUO\�SUHVVXUH�WKDW�FRPHV�YLD�WKH�PHGLD��1HX�HW�DO���������DOVR�IRXQG�WKDW�PDQDJHPHQW�SUHIHUV�QDUUDWLYH�UDWKHU�WKDQ�ILQDQFLDO�RU�QRQ�PRQHWDU\�TXDQWLILHG�GLVFORVXUH�LQ�DQQXDO�UHSRUWV�EHFDXVH�QDUUDWLYH�FDQ�EH�WDUJHWHG�DW�VSHFLILF�DXGLHQFHV�LQ� D� ZD\� WKDW� LV� HIIHFWLYH� IRU� PDQDJLQJ� SXEOLF� LPSUHVVLRQV�� 0DQDJHPHQW¶V� XVH� RI� DQQXDO�UHSRUWV� WR� LQIOXHQFH� VRFLHWLHV¶� SHUFHSWLRQV� RI� WKH� VRFLDO� DQG� HQYLURQPHQWDO� DFWLYLWLHV� RI�EXVLQHVV�RUJDQL]DWLRQV�LV�DOVR�VXSSRUWHG�E\�WKH�UHVXOWV�RI�%URZQ�DQG�'HHJDQ¶V��������VWXG\�ZKLFK� IRXQG� D� SRVLWLYH� UHODWLRQVKLS� EHWZHHQ� OHYHOV� RI�QHJDWLYH PHGLD� DWWHQWLRQ� GHYRWHG� WR�HQYLURQPHQWDO� LVVXHV� �L�H�� QHZV� ZKLFK� UHIOHFWV� XQIDYRXUDEO\� RQ� D� FRPSDQ\�� DQG�SRVLWLYHHQYLURQPHQWDO� GLVFORVXUHV� �L�H�� GLVFORVXUH� ZKLFK� SUHVHQWV� WKH� FRPSDQ\� LQ� D� IDYRXUDEOH��SRVLWLYH�OLJKW��LQ�FRUSRUDWH�DQQXDO�UHSRUWV��)URP�WKLV�SHUVSHFWLYH��FRUSRUDWH�DQQXDO�DQG�RWKHU� UHSRUWV�EHFRPH�YHKLFOHV� WKURXJK�ZKLFK�D�EXVLQHVV� RUJDQL]DWLRQ� VHHNV� WR� VRFLDOO\�FRQVWUXFW� DQG�GHILQH� LWVHOI� DQG� WR�SURMHFW� LWV� EHOLHIV��QRUPV�� YDOXHV� DQG� SHUFHSWLRQV� RQWR� VRFLHW\�� $V� VXFK�� &65� LV� VHHQ� QHLWKHU� DV� D� µUDWLRQDO¶�RSSRUWXQLVWLF� UHVSRQVH� WR� PDUNHW� SUHVVXUHV� IURP� VKDUHKROGHUV� DQG� ERQGKROGHUV� �DV� XQGHU�($7���QRU�DV�SDUW�RI�D�VWUDWHJLF�SROLF\�WR�PDQDJH�VWDNHKROGHU�JURXSV��DV�XQGHU�067���5DWKHU��&65�IRUPV�SDUW�RI�WKH�KHJHPRQLF�GLVFRXUVH�EHWZHHQ�RUJDQL]DWLRQV�DQG�VRFLHW\�WKURXJK�ZKLFK�PDQDJHPHQW� VHHNV� WR� UH�GHILQH� WKH� WHUPV� RI� WKH� VRFLDO� FRQWUDFW�� WR� PDQDJH� SXEOLF�LPSUHVVLRQV�� UHGXFH� WKH� EXVLQHVV� RUJDQL]DWLRQ¶V� H[SRVXUH� WR� WKH� VRFLDO� DQG� SROLWLFDO�HQYLURQPHQW�DQG�WR�OHJLWLPLVH�FRUSRUDWH�DFWLYLWLHV�DQG�SHUIRUPDQFH�LQ�WKH�FRQWH[W�RI�D�VHW�RI�YDOXHV�� DWWLWXGHV� DQG� QRUPV� KHOG� DQG� H[SHFWHG� E\� WKH� ODUJHU� VRFLDO� V\VWHP� RI� ZKLFK� WKH�EXVLQHVV�RUJDQL]DWLRQ�LV�D�SDUW��*UD\�HW�DO�������E��/LQGEORP��������0LOHV��������1HX�HW�DO����������7KH�H[WHQW�WR�ZKLFK�RQH�LV�FRQYLQFHG�E\�2/7�LQ�WKLV�FRQWH[W�GHSHQGV�WR�D�ODUJHSDUW�RQ�WKH�GHJUHH�WR�ZKLFK�RQH�DFFHSWV��LGHRORJLFDOO\��WKH�YDULRXV�PHWD�WKHRUHWLFDO�LVVXHV�VHW�RXW�LQ�7DEOH������&KDSWHU�����1HYHUWKHOHVV��HYLGHQFH�LQ�VXSSRUW�RI�2/7�KDV�EHHQ�JDLQHG�WKURXJK�IRUPDO� HPSLULFDO� DQDO\VLV�� LQFOXGLQJ� WKH� XVH� RI� K\SRWKHVHV� ZKLFK WHVW� IRU� WKH� H[LVWHQFH� RI�SXWDWLYH� DVVRFLDWLRQV� EHWZHHQ� &65�&('� DQG� RWKHU� YDULDEOHV� �VHH� 7DEOH� ���� DERYH��� 7KH�GHYHORSPHQW�RI�D�VHW�RI�K\SRWKHVHV�ZLWK�ZKLFK�WR�WHVW�2/7�LQ�WKH�FRQWH[W�RI�WKH�SUHVHQW�VWXG\�LV�VHW�RXW�LQ�WKH�QH[W�VHFWLRQ�
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��� 'HYHORSPHQW�DQG�VWDWHPHQW�RI�K\SRWKHVHV%DVHG�RQ� WKH�SUHFHGLQJ�DQDO\VLV�� WKUHH�YDULDEOHV�KDYH�EHHQ�VHOHFWHG� WR�H[SODLQ�YDULDWLRQV� LQ�&('� DFURVV� ILUPV� LQ� WKH� VSHFLILF� FRQWH[W� RI� 2/7�� �L�� SROLWLFDO� YLVLELOLW\�� �LL�� SUHVVXUH� IURP�VRFLDO�DFWLYLVWV��DQG��LLL��QHJDWLYH��L�H��SRRU��HQYLURQPHQWDO�SHUIRUPDQFH��7KH�EDVLV�IRU� WKHLU�VHOHFWLRQ��WRJHWKHU�ZLWK�GHWDLOV�RI�WKH�K\SRWKHVLV�LQ�HDFK�FDVH��LV�VHW�RXW�EHORZ�
�L� 3ROLWLFDO�YLVLELOLW\��WKH�VL]H�LQGXVWU\�GLVFORVXUH�UHODWLRQVKLS�8QGHU� ($7� �&KDSWHU� ���� SROLWLFDO� YLVLELOLW\� ZDV� SUHVHQWHG� DV� RQH� RI� WKH� YDULDEOHV� IRU�SUHGLFWLQJ�YDULDWLRQV�LQ�&65�DFURVV�ILUPV��7KH�EDVLF�SUHPLVH�XQGHUO\LQJ�WKLV�DUJXPHQW�LV�WKDW�SROLWLFDOO\� YLVLEOH� ILUPV� DUH� WDUJHWV� IRU� FULWLFLVP� IURP� WKH� SROLWLFDO� VHFWRU�� SDUWLFXODUO\�UHJXODWRU\�DXWKRULWLHV��:DWWV��������:DWWV�DQG�=LPPHUPDQ���������6XFK�ILUPV�DUH�VDLG�WR�XVH�YDULRXV� VWUDWHJLHV� GHVLJQHG� WR� UHGXFH� WKH� WKUHDW� RI� SROLWLFDO� LQWHUIHUHQFH� IURP� WKH� SROLWLFDO�VHFWRU��LQFOXGLQJ�&65��5HVHDUFKHUV�KDYH�UHLQIRUFHG�WKLV�DUJXPHQW�E\�VXFFHVVIXOO\�SUHGLFWLQJ�DQ�DVVRFLDWLRQ�EHWZHHQ�SROLWLFDO�YLVLELOLW\�DQG�&65��VHH��IRU�H[DPSOH��%HONDRXL�DQG�.DUSLN������� 1HVV� DQG� 0LU]D�� ������ 7URWPDQ� DQG� %UDGOH\�� ������� 8QGHU� 2/7�� WKH� FRQFHSW� RI�SROLWLFDO�YLVLELOLW\� LV�YLHZHG�GLIIHUHQWO\�� UHIOHFWLQJ�D�ZLGHU�VRFLR�SROLWLFDO�SHUVSHFWLYH�RQ�WKH�UHODWLRQVKLS� EHWZHHQ� EXVLQHVV� DQG� VRFLHW\� �VHH� 7DEOH� ����� &KDSWHU� ���� (VVHQWLDOO\�� FHUWDLQ�EXVLQHVV�RUJDQL]DWLRQV��QRWDEO\�WKRVH�ZKLFK�DUH�ODUJH�LQ�VL]H�RU�RSHUDWLQJ�LQ�VRFLDOO\�VHQVLWLYH�LQGXVWULHV��DUH�VHHQ�DV�PRUH�H[SRVHG��L�H��SROLWLFDOO\�YLVLEOH��WR�VRFLDO�SUHVVXUHV�IURP�YDULRXV�LQWHUHVW� JURXSV��7KLV� H[SRVXUH� LV� VDLG� WR�PDNH� VXFK�RUJDQL]DWLRQV� HDV\� WDUJHWV� IRU� FULWLFLVP�IURP�VXFK�LQWHUHVW�JURXSV��SDUWLFXODUO\�VRFLDO�DFWLYLVW�DQG�FDPSDLJQ�JURXSV�WKDW�VHHN�VRFLDOO\�UHVSRQVLEOH�EHKDYLRXU��6XFK�FULWLFLVPV�HIIHFWLYHO\�UHSUHVHQW�FKDOOHQJHV� WR� WKH�RUJDQL]DWLRQ¶V�VRFLDO� OHJLWLPDF\� �VHH� 6HFWLRQ� ���� DERYH��� 3ROLWLFDOO\� YLVLEOH� RUJDQL]DWLRQV� DUH� VHHQ� DV�UHVSRQGLQJ� WR�VXFK�FKDOOHQJHV�E\�XVLQJ��LQWHU�DOLD��&65�WR�UH�GHILQH� WKH�WHUPV�RI� WKH�VRFLDO�FRQWUDFW�� WR� PDQDJH SXEOLF� LPSUHVVLRQV� DQG� UHGXFH� WKH� EXVLQHVV� RUJDQL]DWLRQ¶V� H[SRVXUH� WR�WKH� VRFLDO� DQG� SROLWLFDO� HQYLURQPHQW� XQGHU� RQH� RU� PRUH� RI� WKH� OHJLWLPDWLRQ� VWUDWHJLHV�LGHQWLILHG�DERYH��VHH�6HFWLRQ������:KLOVW� VRFLDO� OHJLWLPDF\� UHSUHVHQWV� D� SRWHQWLDO� WKUHDW� WR� DQG� FRQVWUDLQW� RQ� DOO� EXVLQHVV�RUJDQL]DWLRQV�� LW� LV� VDLG� WR� DIIHFW� VRPH� PRUH� WKDQ� RWKHUV�� 'RZOLQJ� DQG� 3IHIIHU� ������� IRU�H[DPSOH��DUJXH� WKDW� ODUJHU� �L�H�� WKRVH�ELJJHU� LQ�VL]H��RUJDQL]DWLRQV��EHLQJ�FRQVLGHUDEO\�PRUH�YLVLEOH� WKDQ� RWKHUV�� DUH� OLNHO\� WR� HQJDJH�PRUH KHDYLO\� LQ� OHJLWLPLVLQJ� EHKDYLRXU����'RZOLQJ�DQG�3IHIIHU�DOVR�DUJXH�WKDW�ODUJHU�RUJDQL]DWLRQV��KDYLQJ�D�PRUH�YLVLEOH�SXEOLF�SURILOH��DUH�PRUH�GHSHQGHQW�RQ�VRFLDO�DQG�SROLWLFDO�VXSSRUW�IURP�VRFLHW\�DV�D�ZKROH�DQG�DUH�WKXV�PRUH�VHQVLWLYH�WR� WKH� QRUPV� DQG� YDOXHV� RI� VRFLHW\��6XGD� DQG�.RNXEX� �������XVHG�2/7�DV� VXSSRUW� IRU� WKH�H[LVWHQFH� RI� D� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ� HQYLURQPHQWDO� GLVFORVXUH� DQG� WKH� VL]H� RI� D�EXVLQHVV� RUJDQL]DWLRQ�� WKHLU� EDVLF� K\SRWKHVLV� EHLQJ� WKDW� ODUJHU� RUJDQL]DWLRQV� XVH� SRVLWLYH�HQYLURQPHQWDO� LQIRUPDWLRQ� LQ� RUGHU� WR� UHGXFH� RU� DYRLG� SROLWLFDO� FRVWV� DQG� OHJLWLPDWH�WKHPVHOYHV�� 3ROLWLFDO� YLVLELOLW\� XQGHU� 2/7� LV� QRUPDOO\� DVVRFLDWHG� ZLWK� VL]H�� DOWKRXJK� RWKHU�IDFWRUV�VXFK�DV�FXOWXUH��HFRQRPLF�VXFFHVV��L�H��SURILWDELOLW\��DQG�LQGXVWU\�VHFWRU�DUH�DOVR�VHHQ�DV� UHOHYDQW� �VHH�� IRU� H[DPSOH��$GDPV� HW� DO��� ������ &DPSEHOO�� ������ 'HHJDQ� DQG� *RUGRQ��������+DFNVWRQ�DQG�0LOQH��������/HZLV�DQG�8QHUPDQ��������2¶'Z\HU��������3DWWHQ���������3DWWHQ� �������� IRU� H[DPSOH�� XVLQJ� WKH� DQQXDO� UHSRUWV� IRU� ����� RI� ���� 86�)RUWXQH ����FRPSDQLHV�� UHSRUWV� D� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ�&65�DQG� SROLWLFDOO\�YLVLELOLW\��ZKHUH� WKH�ODWWHU�ZDV�EDVHG�RQ�VL]H�DQG�LQGXVWU\��ERWK�RI�ZKLFK�ZHUH�VKRZQ�WR�EH�VWDWLVWLFDOO\�VLJQLILFDQW��
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2¶'Z\HU� ������� ������� EDVHG� RQ� D� VHULHV� RI� VHPL�VWUXFWXUHG LQWHUYLHZV� ZLWK� WKH� VHQLRU�PDQDJHPHQW�RI����,ULVK�OLVWHG�FRPSDQLHV��UHSRUWV�PDQDJHPHQW¶V�SHUFHSWLRQV�RI�WKHPVHOYHV�DV�PXFK� PRUH� SROLWLFDOO\� YLVLEOH�� DQG� WKXV� XQGHU� JUHDWHU� VRFLDO� SUHVVXUH�� FRPSDUHG� WR� OLVWHG�FRPSDQLHV� LQ� RWKHU� FRXQWULHV� VXFK� DV� WKH� 8.�� 2¶'Z\HU� VXJJHVWV� WKDW� VXFK� YLVLELOLW\�HQFRXUDJHG� PRUH� VRFLDOO\�UHVSRQVLYH� PDQDJHULDO� EHKDYLRXU� WKRXJK� DFWLYHO\� HQJDJLQJ� LQ�IRUPV� RI� &65�� SDUWLFXODUO\� LQ� UHODWLRQ� WR� HQYLURQPHQWDO� LVVXHV�� ZLWK� OHJLWLPDWLRQ� EHLQJ� WKH�XQGHUO\LQJ�REMHFWLYH�7KLV� IRUP� RI� UHVSRQVH DSSHDUV� WR� KDYH� KDG� WKH� SULPDU\� DLP� RI� OHJLWLPLVLQJ�FRUSRUDWH�DFWLYLWLHV�LQ�RUGHU�WR�GHIHQG�DJDLQVW�SRVVLEOH�WKUHDWV�RU�LQWHUIHUHQFH�WR� EXVLQHVV� RSHUDWLRQV�� «� >3@HUFHSWLRQV� RI� UHFHQW� LQFUHDVHG� SXEOLF� DQG�LQGXVWU\�DZDUHQHVV�RI�WKH�HQYLURQPHQW�LQ�,UHODQG�KDG�DSSDUHQWO\�LPSDFWHG�RQ�WKH� GHFLVLRQV� RI� VRPH� FRPSDQLHV� WR� GLVFORVH� HQYLURQPHQWDO� LQIRUPDWLRQ� LQ�WKHLU�DQQXDO�UHSRUWV �2¶'Z\HU�������S�����2¶'Z\HU�UHSRUWV�WKDW�SROLWLFDO�YLVLELOLW\�ZDV�DOVR�SHUFHLYHG�E\�LQWHUYLHZHHV¶�WR�EH�UHODWHG�WR�HFRQRPLF�VXFFHVV��L�H��SURILWDELOLW\��ZLWK�WKH�PRUH�VXFFHVVIXO�FRPSDQLHV�FRPLQJ�XQGHU�PRUH�LQWHQVH� VRFLHWDO� VFUXWLQ\�� UHVXOWLQJ� LQ�D�JUHDWHU�GHVLUH� WR� OHJLWLPLVH� WKHLU� DFWLYLWLHV��2¶'Z\HU�DOVR�UHIHUV�WR�LQWHUYLHZHHV¶�SHUFHSWLRQV�WKDW�EHLQJ�LQ�D�OHVV�HQYLURQPHQWDOO\�VHQVLWLYH�LQGXVWU\�SURWHFWHG�WKHP�IURP�VRFLDO�SUHVVXUHV��6LPLODUO\��&DPSEHOO��������DUJXHV�WKDW�7KH� QDWXUH� RI� OHJLWLPDF\� WKHRU\� DV� LW� UHODWHV� WR� HQYLURQPHQWDO� GLVFORVXUH�VXJJHVWV� WKDW�GLVFORVXUH� LV�D�SDUWLDO� UHVSRQVH� WR�FKDQJLQJ�>VRFLHWDO@�RSLQLRQ�DQG�� EHFDXVH� FKDQJLQJ� RSLQLRQ� ZLOO� QRW� DIIHFW� DOO� VHFWRUV� HTXDOO\�� GLIIHUHQW�UHVSRQVHV�VKRXOG�EH�HYLGHQW�EHWZHHQ�VHFWRUV��S�����7KH� UHIHUHQFH� WR� LQGXVWU\� VHFWRU� UHSUHVHQWV� D� ORJLFDO� GHYHORSPHQW� RI� WKH� SROLWLFDO� YLVLELOLW\�DUJXPHQW�XQGHU�2/7��,Q�VKRUW��FHUWDLQ�LQGXVWU\�VHFWRUV�DUH�VHHQ�DV�VXVFHSWLEOH�WR�KLJKHU�OHYHOV�RI� FULWLFLVP� IURP� VRFLDO� DFWLYLVW� DQG� FDPSDLJQ� JURXSV� WKDW� VHHN� VRFLDOO\�UHVSRQVLEOH�EHKDYLRXU�� ,Q� WKH�FDVH�RI� WKH�QDWXUDO�HQYLURQPHQW��HQYLURQPHQWDOO\�VHQVLWLYH�LQGXVWULHV�VXFK�DV�FKHPLFDOV��RLO�DQG�JDV�DQG�SXOS�DQG�SDSHU�DUH�VDLG�WR�KDYH�KLJKHU�SXEOLF�SURILOHV��L�H��DUH�PRUH�SROLWLFDOO\�YLVLEOH��WKDQ�OHVV�HQYLURQPHQWDOO\�VHQVLWLYH�VHFWRUV�VXFK�DV�UHWDLO�DQG�OHLVXUH�DQG�EDQNLQJ�DQG� LQVXUDQFH��+DFNVWRQ�DQG�0LOQH���������,Q�WKLV�FRQWH[W�� ODUJH�FRPSDQLHV�LQ�HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV� DUH� VDLG� WR� XVH� &65� WR� FRXQWHUDFW� WKH� EHOLHI� WKDW�EXVLQHVV¶�DFWLRQV�DUH�LOOHJLWLPDWH��VHH��IRU�H[DPSOH��$EERWW�DQG�0RQVRRQ��������$GDPV�HW�DO���������'HHJDQ�DQG�*RUGRQ��������'LHUNHV�DQG�3UHVWRQ��������&RZHQ�HW�DO���������+DFNVWRQ�DQG�0LOQH��������3DWWHQ��������(SVWHLQ�HW�DO����������+DFNVWRQ�DQG�0LOQH��������VSHFLILFDOO\�H[SORUHG� WKH� VL]H�LQGXVWU\�GLVFORVXUH� K\SRWKHVLV� EDVHG� RQ� D� VDPSOH� RI� WKH� WRS� ��� OLVWHG�FRPSDQLHV�LQ�1HZ�=HDODQG��7KH\�VXJJHVW�WKDW�ODUJH�FRPSDQLHV�RSHUDWLQJLQ�VRFLDOO\�VHQVLWLYH�LQGXVWULHV� PD\� EH� XVLQJ� &65� WR� PLWLJDWH� WKH� VRFLDO� DQG� HQYLURQPHQWDO� LPSDFWV� RI� WKHLU�EXVLQHVV� RSHUDWLRQV� RQ� VRFLHW\� DQG� WKH� HQYLURQPHQW�� LPSDFWV�ZKLFK� DUH�PRUH�YLVLEOH� LQ� WKH�FDVH� RI� ODUJHU� FRPSDQLHV� WKDQ� VPDOOHU� RQHV�� +DFNVWRQ� DQG� 0LOQH� UHSRUW� PXFK� KLJKHU�FRUUHODWLRQV� EHWZHHQ� VL]H� DQG� &65� IRU� µKLJK�SURILOH¶� LQGXVWULHV� EXW� ORZHU�� LQ� PDQ\� FDVHV�LQVLJQLILFDQW�� FRUUHODWLRQV� IRU� µORZ�SURILOH¶� LQGXVWULHV�� %DVHG� RQ� WKHLU� ILQGLQJV�� WKH� DXWKRUV�VXJJHVW�WKDW�LQGXVWU\�VHFWRU�PD\�PRGHUDWH�WKH�VL]H�GLVFORVXUH�UHODWLRQVKLS�«�>E@HLQJ�D�ODUJHU�FRPSDQ\�LV�OLNHO\�WR�LQGLFDWH�D�ODUJHU�GLVFORVHU�RI�VRFLDO�DQG� HQYLURQPHQWDO� LQIRUPDWLRQ�� LI� WKH� FRPSDQ\� LV� LQ�D�KLJK�SURILOH� LQGXVWU\��
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)RU�ORZ�SURILOH�LQGXVWU\�FRPSDQLHV��UHODWLYH�VL]H�LV�QRW�VXFK�D�JRRG�LQGLFDWRU�RI�GLVFORVXUH�DPRXQW �+DFNVWRQ�DQG�0LOQH�������S������,Q�RWKHU�ZRUGV��VL]H�PD\�EH�PXFK�PRUH�LPSRUWDQW�DV�D�PRGHUDWRU�RI�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUH� LQ� WKH� FDVH� RI� FRPSDQLHV� LQ� VRFLDOO\� DQG� HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV�FRPSDUHG� WR� FRPSDQLHV� LQ� OHVV� VRFLDOO\� DQG� HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV�� 'HHJDQ�DQG� *RUGRQ� ������� SURYLGH� HYLGHQFH� ZKLFK� OHQGV� VXSSRUW� WR� +DFNVWRQ� DQG� 0LOQH¶V�K\SRWKHVLV��'HHJDQ�DQG�*RUGRQ� WHVWHG� WKH�DVVRFLDWLRQ�EHWZHHQ�ILUP�VL]H�DQG�WKH�DPRXQW�RI�µSRVLWLYH¶�HQYLURQPHQWDO�GLVFORVXUH��XVLQJ�WXUQRYHU�DV�D�SUR[\�IRU�VL]H��IRU�D�VDPSOH�RI�����$XVWUDOLDQ� ILUPV�� 7KH\� UHSRUW� D� VLJQLILFDQW� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ� VL]H� DQG� µSRVLWLYH¶�HQYLURQPHQWDO� GLVFORVXUH� IRU� DOO� ILUPV� DQG� IRU� ILUPV� LQ� WKH� QLQH� PRVW� HQYLURQPHQWDOO\�VHQVLWLYH�LQGXVWULHV����EXW� WKH�FRUUHODWLRQ�FRHIILFLHQW�ZDV�QHJDWLYH�IRU�ILUPV�LQ�WKH�QLQH�OHDVWHQYLURQPHQWDOO\�VHQVLWLYH�LQGXVWULHV��,Q�LQWHUSUHWLQJ�WKHLU�UHVXOWV��'HHJDQ�DQG�*RUGRQ�VXJJHVW�WKDW� RQFH� DQ� LQGXVWU\� LV� SHUFHLYHG�E\� WKH� UHOHYDQW�SXEOLFV�WR�EH� HQYLURQPHQWDOO\�GDPDJLQJ��FHWHULV� SDULEXV�� ODUJHU� ILUPV� ZRXOG� EH� DVVXPHG� WR� FUHDWH� PRUH� HQYLURQPHQWDO� FRVWV� WKDQ�VPDOOHU�RQHV�� DQG�KHQFH� DUH�XQGHU�JUHDWHU� WKUHDW�RI�EHLQJ�SHUFHLYHG�DV� VRFLDOO\� LOOHJLWLPDWH��6LPLODUO\��&DPSEHOO��������DUJXHV�WKDW�FRQVLVWHQWO\�KLJKHU�OHYHOV�RI�HQYLURQPHQWDO�GLVFORVXUH�DPRQJVW�FRPSDQLHV�IURP�WKH�PRUH�HQYLURQPHQWDOO\�VHQVLWLYH�LQGXVWULHV�SURYLGHV�VXSSRUW�IRU�WKH� DUJXPHQW� XQGHU� 2/7� WKDW� VXFK� GLVFORVXUHV� DUH� XVHG� E\� FRPSDQLHV� LQ� UHDFWLQJ� WR� D�SHUFHLYHG� OHJLWLPDF\� JDS� ZKLFK�KDV� RSHQHG� XS� GXH� WR� D� FKDQJH� LQ� WKH� YDOXHV�� QRUPV� DQG�DWWLWXGHV�RI�VRFLHW\�DV�D�ZKROH�WRZDUGV�WKH�QDWXUDO�HQYLURQPHQW��0RUHRYHU��WKH�H[WHQW�RI�WKLV�JDS� LV� DUJXHG� WR� YDU\� IURP� RQH� VHFWRU� WR� DQRWKHU�� WKH� DPRXQW� RI� HQYLURQPHQWDO� GLVFORVXUH�QHHGHG� WR� FORVH� WKH� JDS� �RU� SUHYHQW� LW� IURP� RSHQLQJ�� EULQJ� JUHDWHU� IRU� ODUJH FRPSDQLHV�RSHUDWLQJ�LQ�VHQVLWLYH �L�H��KLJK�SURILOH��LQGXVWULHV��7KHUH�LV�DOVR�VRPH�HYLGHQFH�WR�VXJJHVW�WKDW�WKH� LQGXVWU\� HIIHFW� LV� QRW� WKH� VDPH� IRU� DOO� W\SHV� RI� VRFLDO� LQIRUPDWLRQ��$GDPV�HW� DO�� �������IRXQG� WKDW� WKH� DVVRFLDWLRQ� EHWZHHQ� LQGXVWU\� VHFWRU� DQG� &65� ZDV� PRUH� VLJQLILFDQW� IRU�HQYLURQPHQWDO� DQG� HPSOR\HH� GLVFORVXUHV� WKDQ� IRU� GLVFORVXUH� RI� HWKLFDO� LQIRUPDWLRQ��0RUHRYHU�� WKH� DXWKRUV� UHSRUW� D� VWDWLVWLFDOO\� VLJQLILFDQW� LQWHU�UHODWLRQVKLS� EHWZHHQ� VL]H� DQG�LQGXVWU\� LQ� WKH�FDVH�RI�HQYLURQPHQWDO�DQG�HPSOR\HH�GLVFORVXUHV��ZLWK� LQGXVWU\�HIIHFWV�EHLQJ�PRUH�SURQRXQFHG�LQ�WKH�FDVH�RI�ODUJHU�FRPSDQLHV�%DVHG� RQ� WKH� SUHFHGLQJ� DQDO\VLV�� XVLQJ� WKH� SROLWLFDO� YLVLELOLW\� DUJXPHQW� XQGHU� 2/7�� LW� LV�K\SRWKHVLVHG�� �L�� WKDW� WKHUH� LV� D� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ� SROLWLFDO� YLVLELOLW\� �XVLQJ� WKH�SUR[LHV� RI� VL]H� DQG� SURILWDELOLW\�� DQG� WKH� YROXPH� RI� &('�� �LL�� WKDW� WKHUH� LV� D� SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\�DQG�WKH�YROXPH�RI�&('��DQG���LLL��WKDW�WKH�SROLWLFDO�YLVLELOLW\�GLVFORVXUH�DVVRFLDWLRQ�LV�VWURQJHU�LQ�WKH�FDVH�RI�FRPSDQLHV�RSHUDWLQJ�LQ�HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV� FRPSDUHG� WR� WKRVH� RSHUDWLQJ� LQ� OHVV� HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV���� ,Q� DGGLWLRQ�� LW� LV� DOVR� K\SRWKHVLVHG� WKDW� &('� ZLOO� IRUP� SDUW� RI� D�EXVLQHVV�RUJDQL]DWLRQ¶V� VRFLDO� OHJLWLPDWLRQ�VWUDWHJ\�DLPHG�DW�FKDQJLQJ�VRFLHW\¶V�SHUFHSWLRQVRI�WKH�RUJDQL]DWLRQ��L�H��WKH�WKLUG�OHJLWLPLVLQJ�VWUDWHJ\��VHH�6HFWLRQ�����DERYH���$V�VXFK��&('�LV� SUHGLFWHG� WR� EH� SUHGRPLQDQWO\� IDYRXUDEOH� WR� WKH� EXVLQHVV� RUJDQL]DWLRQ� LQ� WHUPV� RI�SUHVHQWLQJ�LWVHOI�DV�DFWLQJ�UHVSRQVLEO\�LQ�UHODWLRQ�WR�HQYLURQPHQW�LVVXHV��L�H��D�IRFXV�RQ�µJRRG�QHZV¶� UDWKHU� WKDQ�µEDG�QHZV¶����&DPSEHOO���������IRU�H[DPSOH��DVVHUWV� WKDW� ODUJH�FRPSDQLHV�RSHUDWLQJ�LQ�HQYLURQPHQWDOO\�VHQVLWLYH�LQGXVWULHV�XVH�HQYLURQPHQWDO�GLVFORVXUH�LQ�DQ�DWWHPSW�WR� FORVH� D� OHJLWLPDF\� JDS�� ZKHWKHU� UHDO� RU� SHUFHLYHG�� QRW� E\� FKDQJLQJ� WKHLU� EXVLQHVV�SHUIRUPDQFH�RU�E\�FKDQJLQJ�VRFLHW\¶V�H[SHFWDWLRQV��EXW�E\�FKDQJLQJ�VRFLHW\¶V�SHUFHSWLRQV RI�
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WKH� EXVLQHVV� RUJDQL]DWLRQ�� 6XFK� D� VWUDWHJ\� LV� FRQVLVWHQW� ZLWK� WKH� ZRUN� RI� 2¶'Z\HU� ������������� ZKR� FRQFOXGHV� WKDW�� LQ� WKH� PDLQ�� FRUSRUDWH� VRFLDO� REOLJDWLRQV DSSHDUHG� WR� EH�GLVUHJDUGHG�� ZLWK� &65� SUDFWLFH� RIWHQ� UDWLRQDOLVHG� DV� D� SRWHQWLDO� PHDQV� RI� SRUWUD\LQJ� D�SRWHQWLDOO\ IDOVH�UHDOLW\�WKDW�WKH�RUJDQL]DWLRQ�KDV�RSHUDWHG�LQ�D�ZD\�WKDW�VRFLHW\�ZRXOG�UHJDUG�DV� JRRG�� WKHUHE\� SRUWUD\LQJ� D� VRFLDOO\�UHVSRQVLEOH� LPDJH� LUUHVSHFWLYH RI� DFWXDO� EHKDYLRXU��VHH�� IRU� H[DPSOH�� /HZLV� DQG� 8QHUPDQ�� ������� 7KH� IRUPDO� K\SRWKHVHV� DUH� VWDWHG EHORZ� LQ�DOWHUQDWLYH�IRUP��WKH�QXOO�K\SRWKHVLV��+���LQ�HDFK�FDVH�EHLQJ�WKH�K\SRWKHVLV�RI�QR�GLIIHUHQFH���+�D� 7KHUH�LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�SROLWLFDO�YLVLELOLW\�DQG�WKH�YROXPH�RI�&('�+�E� 7KHUH�LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\�DQG�WKH�YROXPH�RI�&('�+�F� 7KH� SROLWLFDO� YLVLELOLW\�GLVFORVXUH� UHODWLRQVKLS� LV� VWURQJHU� LQ� WKH� FDVH� RI�FRPSDQLHV� RSHUDWLQJ� LQ� HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV� FRPSDUHG� WR�WKRVH�RSHUDWLQJ�LQ�OHVV�HQYLURQPHQWDOO\�VHQVLWLYH�LQGXVWULHV�+�G� &('�ZLOO�IRUP�SDUW�RI�D�FRUSRUDWLRQ¶V�SXEOLF�UHODWLRQV�PDFKLQHU\�DLPHG�DW�LQIOXHQFLQJ� VRFLHW\¶V� SHUFHSWLRQV� E\� ELDVLQJ� GLVFORVXUHV� DZD\� IURP�LQIRUPDWLRQ�ZKLFK�SUHVHQWV� WKH� ILUP�DV� DFWLQJ� LUUHVSRQVLEO\� LQ� UHODWLRQ� WR�HQYLURQPHQW�LVVXHV��LL� 3UHVVXUH IURP�VRFLDO�DFWLYLVWV$V�RXWOLQHG�SUHYLRXVO\��D�EXVLQHVV�RUJDQL]DWLRQ¶V�VRFLDO�OHJLWLPDF\�LV�DUJXHG�WR�EH�GHSHQGHQW�RQ� WKH� GHJUHH� WR� ZKLFK� LWV� DFWLYLWLHV� DUH� SHUFHLYHG� E\� VRFLHW\� DV� EHLQJ� FRQJUXHQW� ZLWK� WKH�YDOXHV�� DWWLWXGHV� DQG�QRUPV�RI� WKDW� VRFLHW\�� ,Q�SOXUDOLVW� VRFLHWLHV��EXVLQHVV�RUJDQL]DWLRQV�DUH�VHHQ� DV� EHLQJ� FRQVWDQWO\� PRQLWRUHG� E\� VRFLHW\� WKURXJK� LWV� YDULRXV� FRQVWLWXHQW� JURXSV��µUHOHYDQW�SXEOLFV¶��ZKR�DFW�DV�UHSUHVHQWDWLYHV�DQG�VLJQDOOHUV�RI�WKH�GHJUHH�RI�FRQVHQVXV��DQG�WKXV� VRFLDO� OHJLWLPDF\�� JUDQWHG� WR� EXVLQHVV� RUJDQL]DWLRQV� WR� RSHUDWH�ZLWKLQ� VRFLHW\� �3UHVWRQ�DQG�3RVW���������7KH�YDOXHV��DWWLWXGHV�DQG�QRUPV�RI�D�VRFLHW\�DUH�QRW�LPPXWDEOH��EXW�FKDQJH�RYHU� WLPH� �VHH�� IRU� H[DPSOH�� *UD\�HW� DO��� ����E��� 7KHVH� FKDQJHV� DUH� VHHQ� DV� JLYLQJ� ULVH� WR�VKLIWV�LQ�WKH�SURPLQHQFH�DQG�SUHYDOHQFH�RI�VSHFLILF�SXEOLF�LQWHUHVWV�JURXSV�ZKR�DFW�RQ�EHKDOI�RI� VRFLHW\� WR�SUHVHUYH�� UHVWRUH� DQG�SURWHFW�D� VRFLHW\¶V�YDOXHV�DQG�QRUPV����+HDUG�DQG�%ROFH��������� IRU� H[DPSOH�� DUJXH� WKDW� WKURXJK� UHVHDUFK�� OLWLJDWLRQ�� DQG� OREE\LQJ�� VRFLDO� DFWLYLVWV�RUJDQL]DWLRQV�ZHUH�LQVWUXPHQWDO�LQ�WKH�����V�DQG�����V�LQ�FDOOLQJ�DWWHQWLRQ�WR�LVVXHV�VXFK�DV�SURGXFW� TXDOLW\� DQG� VDIHW\�� HQYLURQPHQWDO� SURWHFWLRQ�� HPSOR\PHQW� GLVFULPLQDWLRQ�� DQG�RFFXSDWLRQDO� KHDOWK� DQG� VDIHW\�� ,Q� WKH� VSHFLILF� FRQWH[W� RI� HQYLURQPHQWDO� LVVXHV�� WKH� PRVW�YLVLEOH� UHOHYDQW� SXEOLF� ZKR� DFW� WR� SURWHFW� D� VRFLHW\¶V� YDOXHV� DQG� QRUPV� DUH� WKH� QRQ�JRYHUQPHQWDO� HQYLURQPHQWDO� SUHVVXUH� JURXSV� �KHUHDIWHU�� (1*2V� ± WKHVH� DUH� GHILQHG� LQ�&KDSWHU����VXFK�DV�*UHHQSHDFH�DQG�)ULHQGV�RI�WKH�(DUWK��7KH�YROXQWDU\�IXQGLQJ�RI�(1*2V�E\�VRFLHW\�LV�DUJXHG�WR�EH�QRW�RQO\�DQ�LQGLFDWLRQ�RI�VRFLHW\¶V�DSSURYDO�RI�WKHLU�DFWLYLWLHV�EXW�DOVR�RI�WKH�XQGHUO\LQJ�YDOXHV�DQG�DWWLWXGHV�RI�WKDW�VRFLHW\��&DPSEHOO��������'HHJDQ�DQG�*RUGRQ����������7KH� µSXEOLF� SUHVVXUHV¶� DUJXPHQW� XQGHU� 2/7� KDV� EHHQ� H[SORUHG� E\� D� QXPEHU� RI� &65�UHVHDUFKHUV��PRVW�QRWDEO\�3DWWHQ���������������������3DWWHQ¶V�JHQHUDO�DUJXPHQW�LQ�GHYHORSLQJ�D� OHJLWLPDF\� WKHRU\� RI� VRFLDO� GLVFORVXUH� UHOLHG� XSRQ� WKH� LQWHUSHQHWUDWLQJ� V\VWHPV� IRUPDW� RI�3UHVWRQ�DQG�3RVW��������ZKLFK�3DWWHQ��GUDZLQJ�RQ�3RVW���������VWDWHG�WR�EH�DV�IROORZV�
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$FFRUGLQJ� WR� WKH� LQWHUSHQHWUDWLQJ� V\VWHPV� GHYHORSPHQW�� WKH� UHODWLRQVKLS�EHWZHHQ�EXVLQHVV�RUJDQL]DWLRQV�DQG�RWKHU�VHFWLRQV�RI�VRFLHW\�LV�GHILQHG�E\�DQ�HYHU�FKDQJLQJ� ERXQGDU\� WKDW� LV� DGGUHVVHG� WKURXJK� WKH� SXEOLF� SROLF\� DUHQD��:KHQHYHU�D�UHOHYDQW�SXEOLF�LV�GLVVDWLVILHG�ZLWK�WKH�SHUIRUPDQFH�RI�D�EXVLQHVV�RUJDQL]DWLRQ�� LW�FDQ�DSSO\�SUHVVXUH�WR� WKH�ILUP�WR�PHHW�H[SHFWDWLRQV�RU�LW�FDQ�XVH� WKH� OHJDO� V\VWHP� WR� UHTXLUH� LPSURYHG� SHUIRUPDQFH�� «� �3DWWHQ� ������S������3DWWHQ¶V� �������������DUJXPHQW� LV� WKDW�&65� LV�XVHG�E\�EXVLQHVV�RUJDQL]DWLRQV� WR� OHJLWLPLVH�EXVLQHVV�DFWLYLWLHV��WKH�VRFLDO �DV�RSSRVHG�WR�OHJDO�RU�HFRQRPLF��OHJLWLPDF\�RI�EXVLQHVV�EHLQJ�PRQLWRUHG� WKURXJK� WKH� SXEOLF� SROLF\� DUHQD� QRW� WKH� PDUNHW�SODFH���� 6RFLDO� GLVFORVXUH� LQ� WKLV�FRQWH[W� LV�VHHQ�DV� LQIOXHQWLDO� LQ� WKH�SXEOLF�SROLF\�SURFHVV�EHFDXVH�RI� LWV�DELOLW\� WR�VKDSH� WKH�SHUFHSWLRQV� RI� WKH� UHOHYDQW� SXEOLFV� �3DWWHQ�� ������� 3ULRU� &65� UHVHDUFK� �VHH�� IRU� H[DPSOH��%URZQ� DQG� 'HHJDQ�� ������ 7URWPDQ� DQG� %UDGOH\�� ������ 2¶'Z\HU�� ������ ������ DSSHDUV� WR�UHLQIRUFH� WKH� DUJXPHQW� WKDW� FRPSDQLHV� UHVSRQG� WR� VRFLDO� SUHVVXUHV�� 2¶'Z\HU� �������� IRU�H[DPSOH�� EDVHG� RQ� D� VHULHV� RI� VHPL�VWUXFWXUHG� LQWHUYLHZV� ZLWK� VHQLRU� PDQDJHPHQW� RI� ,ULVK�OLVWHG� FRPSDQLHV�� UHSRUWV� WKDW� ��� RXW� RI� WKH� ��� LQWHUYLHZHHV� ������ VWUHVVHG� WKH� QHHG� WR�UHVSRQG� WR� VRFLDO� SUHVVXUHV� IURP� FRPPXQLWLHV�� SUHVVXUH� JURXSV� DQG� WKH� PHGLD�� ,Q� WKH�SDUWLFXODU� FRQWH[W� RI� &65�� D� QXPEHU� RI� UHVHDUFKHUV� KDYH� PDGH� VSHFLILF� UHIHUHQFH� WR� WKH�LQIOXHQFH� RI� µHQYLURQPHQWDOLVWV¶� �'LHUNHV� DQG� $QWDO�� ������� µOREE\� JURXSV¶� �3DUNHU�� �������µDGYRFDF\� JURXSV¶� �3DWWHQ�� ������� µHQYLURQPHQWDO� OREE\LQJ� RUJDQL]DWLRQV¶� �'HHJDQ� DQG�*RUGRQ�� ������� $OWKRXJK� PHDVXULQJ� WKH�GLUHFW LPSDFW� RI� (1*2V¶� FDPSDLJQ� DFWLYLWLHV� LV�SUREOHPDWLF��VXFK�JURXSV�PD\�FRQFHLYDEO\�EH�ZKROO\�RU�SDUWO\�UHVSRQVLEOH�IRU�EULQJLQJ�DERXW�FKDQJH�LQ�ERWK�WKH�SXEOLF�SROLF\�DUHQD�DQG�LQ�VRPH�DUHDV�RI�FRUSRUDWH�EHKDYLRXU��0RUHRYHU��VRFLHW\¶V�VXSSRUW�IRU�VRFLDO�DFWLYLVW�JURXSV��DV�HYLGHQFHG�E\��IRU�H[DPSOH��ILQDQFLDO�GRQDWLRQV�FDPSDLJQ� VXSSRUW� DQG� IRUPDO� PHPEHUVKLS�� PD\� EH� UHJDUGHG� DV� D� µVHDO� RI� DSSURYDO¶� IURP�VRFLHW\� LQ� UHODWLRQ� WR� VXFK� DFWLYLWLHV�� 3ULRU� &65� UHVHDUFK� LQ� WKLV� DUHD� FDQ� EH� EURDGO\�FDWHJRULVHG�LQWR�WKUHH�GLVWLQFW�W\SHV���L� VWXGLHV�ZKLFK�H[SORUH�WKH�UHODWLRQVKLS�EHWZHHQ�FKDQJHV�LQ�WKH�PHPEHUVKLS�RI�VRFLDO�DQG�HQYLURQPHQWDO� DFWLYLVW� JURXSV� DQG� &65� RYHU� WLPH� �H�J�� &DPSEHOO�� ������ 'HHJDQ� DQG�*RUGRQ���������LL� VWXGLHV�ZKLFK�H[SORUH�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�FDPSDLJQ�DFWLYLWLHV�RI�WKHVH�JURXSV�DQG�&65��H�J��'HHJDQ�DQG�*RUGRQ���������DQG���LLL� VWXGLHV� ZKLFK� H[SORUH� WKH� VRXUFHV� RI� LQIRUPDWLRQ�� LQFOXGLQJ� FRUSRUDWH� DQQXDO� UHSRUWV��XVHG�E\�YDULRXV� VHFWLRQV�RI� VRFLHW\� LQ�RUGHU� WR�EHFRPH� LQIRUPHG�DERXW� WKH� VRFLDO�DQG�HQYLURQPHQWDO�SHUIRUPDQFH�RI�FRPSDQLHV��H�J��7LOW���������6WXGLHV�ZKLFK�IDOO�XQGHU�LWHP��L���DOWKRXJK�IHZ�LQ�QXPEHU��KDYH�EHHQ�VXFFHVVIXO�LQ�WHUPV�RI�ILQGLQJ� D� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ� WKH� JURZWK� LQ� WKH� PHPEHUVKLS� RI� HQYLURQPHQWDO�SUHVVXUH�JURXSV� DQG� LQFUHDVHV� LQ� WKH� OHYHO�RI�&('�RYHU� WLPH����+RZHYHU��ERWK�'HHJDQ�DQG�*RUGRQ� ������� DQG� &DPSEHOO� ������� UHIHU� WR� SUREOHPV� LQ� REWDLQLQJ� (1*2� PHPEHUVKLS�ILJXUHV� ZKLFK� HIIHFWLYHO\� UHVWULFWHG� WKHLU� UHVHDUFK� WR� SHULRGV� ZKHQ� VXFK� GDWD� ZDV� DYDLODEOH��'HHJDQ�DQG�*RUGRQ��������RU� WR� UHO\LQJ�RQ�GDWD�SURYLGHG�E\�D� OLPLWHG�QXPEHU�RI�(1*2V��&DPSEHOO�� ��������� ,Q� WKH� FRQWH[W� RI� WKH� SUHVHQW� VWXG\�� SUHOLPLQDU\� DWWHPSWV� WR� REWDLQ�PHPEHUVKLS�GDWD�IRU�(XURSHDQ�(1*2V�IURP�D�VLQJOH��UHOLDEOH�VRXUFH�UHYHDOHG�WKDW�VXFK�GDWD��HYHQ� LI� DYDLODEOH�� LV� QRW� PDGH� SXEOLF���� 0RUHRYHU�� LQ� VRPH� (8� FRXQWULHV�� HQYLURQPHQWDO�
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SUHVVXUH� JURXSV� DOVR� IXQFWLRQ� DV� QRQ�PHPEHUVKLS� RUJDQL]DWLRQV�� RSHUDWLQJ� HLWKHU� DV�IRXQGDWLRQV�ZKLFK�DUH�IXQGHG�E\�WKH�SXEOLF�RU�WKH�VWDWH��RU�ERWK��RU�DV�DFWLRQ�QHWZRUNV�IRUPHG�YLD� WKH� ,QWHUQHW� WR� FDPSDLJQ� RQ� VSHFLILF� LVVXHV�� 7KHVH� IDFWRUV� VXJJHVW� WKDW� PHPEHUVKLS�GHWDLOV�� HYHQ� LI� DYDLODEOH�� ZRXOG� QRW� QHFHVVDULO\� SURYLGH� D� UHOLDEOH� SUR[\� IRU� HLWKHU� DQ�LQGLFDWLRQ�RI� WKH�OHYHO�RI�SXEOLF�VXSSRUW�IRU�VXFK�RUJDQL]DWLRQV�RU�RI�FKDQJLQJ�VRFLDO�YDOXHV��VHH�&KDSWHU�����+HQFH��WKLV�DSSURDFK�ZDV�QRW�DGRSWHG�LQ�WKH�SUHVHQW�VWXG\�,Q�UHODWLRQ�WR�VWXGLHV�IDOOLQJ�XQGHU�LWHP��LL��DERYH��WKHUH�LV�D�SUHVXPSWLRQ�LQ�WKH�&65�OLWHUDWXUH�WKDW� FRPPXQLW\� OREE\� DQG� SUHVVXUH� JURXSV� DUH� D� PDMRU� VRFLR�SROLWLFDO� LQIOXHQFH� RQ� &65�SUDFWLFHV�� :KLOVW� SULRU� UHVHDUFK� VXJJHVWV� WKDW SUHVVXUH� JURXSV� H[HUW� GLUHFW SUHVVXUH� RQ�LQGLYLGXDO�FRPSDQLHV� �'HHJDQ�DQG�*RUGRQ��������*XWKULH�DQG�3DUNHU��������3DWWHQ���������WKH� H[WHQW� WR� ZKLFK� &65� UHSUHVHQWV� D�UHVSRQVH WR� VXFK� SUHVVXUHV� LV� VWLOO� UHODWLYHO\� XQGHU�UHVHDUFKHG����&RPPXQLW\�OREE\�JURXSV DQG�SUHVVXUH�JURXSV�DUH�JHQHUDOO\�VHHQ�DV�XQGHUWDNLQJ�D� QXPEHU� RI� DFWLYLWLHV� WKDW� FDQ�� SRWHQWLDOO\� DW� OHDVW�� LQIOXHQFH� D� EXVLQHVV� RUJDQL]DWLRQ¶V�RSHUDWLRQV� DQG�FRVWV�� LQFOXGLQJ� WKH�SXEOLFDWLRQ�RI� VRFLDO� DXGLWV�� DQG� WKH�GLUHFW� OREE\LQJ�RI�JRYHUQPHQWV� IRU� FKDQJHV� LQ� OHJLVODWLRQ� RU� SURGXFW� VWDQGDUGV� �'HHJDQ� DQG� *RUGRQ�� �������*XWKULH�DQG�3DUNHU���������IRU�H[DPSOH��LQ�H[DPLQLQJ�WKH�VRFLDO�GLVFORVXUH�SUDFWLFHV�RI�%+3��RQH�RI�$XVWUDOLD¶V� ODUJHVW� RUJDQL]DWLRQV�� RYHU� WKH�����\HDU�SHULRG������ WR������� IRXQG� WKDW�VXFK�GLVFORVXUHV�SHDNHG�DW�D� WLPH�ZKHQ� WKH�PLQLQJ��VWHHO�DQG�RLO� LQGXVWULHV�ZHUH�WDUJHWV�IRU�FULWLFLVP� IURP� HQYLURQPHQWDO� JURXSV�� *XWKULH� DQG� 3DUNHU� VXJJHVW� WKDW� WKH� LQFUHDVH� LQ�HQYLURQPHQWDO�GLVFORVXUH�E\�%+3�PD\�KDYH�EHHQ�SDUW�RI�D�VWUDWHJLF�DWWHPSW�WR�FRXQWHU�WKHVH�FULWLFLVPV��'HHJDQ�DQG�*RUGRQ���������LQ�D�GHYHORSPHQW�RI�WKH�HDUOLHU�VWXGLHV�RI�ERWK�*XWKULH�DQG� 3DUNHU� ������� DQG� 3DWWHQ� �������� UHSRUW� D� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ� WKH� H[WHQW� RI�HQYLURQPHQWDO� JURXSV¶� FRQFHUQV�DQG� WKH�DPRXQW�RI�SRVLWLYH �L�H��JRRG�QHZV��HQYLURQPHQWDO�LQIRUPDWLRQ�GLVFORVHG��7KHVH�ILQGLQJV�VXSSRUWHG�WKH�K\SRWKHVLV�XQGHU�2/7�WKDW�SRVLWLYH �L�H��µJRRG¶�QHZV��&('�LV�XVHG�WR�OHJLWLPLVH�WKH�RSHUDWLRQV�RI�ILUPV�WKDW�RSHUDWH� LQ�LQGXVWULHV�RI�FRQFHUQ�WR�HQYLURQPHQWDO�JURXSV�,Q� UHODWLRQ� WR� LWHP��LLL��DERYH��YDULRXV�VWXGLHV�KDYH�SURYLGHG�LQVLJKWV� LQWR�WKH�ZD\�LQ�ZKLFK�VHFWLRQV� RI� VRFLHW\� YLHZ� LQIRUPDWLRQ� FRQWDLQHG� LQ� FRUSRUDWH� DQQXDO� UHSRUWV�� ,Q� SDUWLFXODU��WKHVH� SULRU� VWXGLHV� VXJJHVW� WKDW�� �L�� XVHU� JURXSV� FRQVLGHU� WKH� DQQXDO� UHSRUW� WR EH� D� PDMRU�VRXUFH�RI�LQIRUPDWLRQ�DERXW�D�EXVLQHVV�RUJDQL]DWLRQ¶V�VRFLDO�DQG�HQYLURQPHQWDO�SHUIRUPDQFH��$QGHUVRQ�DQG�(SVWHLQ��������'HHJDQ�DQG�5DQNLQ��������(SVWHLQ�DQG�)UHHPDQ��������+DUWH�HW�DO���������7LOW�����������DQG��LL��DQQXDO�UHSRUWV�DUH� WDUJHWHG�DW�VSHFLILF�DXGLHQFHV�ZLWK�WKH�DLP�RI�OHJLWLPLVLQJ�FRUSRUDWH�VRFLDO�DQG�HQYLURQPHQWDO�DFWLYLWLHV��8OOPDQQ��������1HX�HW�DO���������� 7LOW� ������� LQYHVWLJDWHG� WKH� SRWHQWLDO� LQIOXHQFH� RI� SUHVVXUH� JURXSV� RYHU� FRPSDQLHV¶�GLVFORVXUH�SUDFWLFHV��+HU�ILQGLQJV�SURYLGH�HYLGHQFH�ZKLFK�VXJJHVWV�WKDW�OREE\�JURXSV�GR XVH�&65�LQ�DQQXDO�UHSRUWV��WKDW�DQQXDO�UHSRUWV�DUH�WKH�PRVW�FRPPRQO\�XVHG�PHGLXP�IRU�&65�DQG�WKDW�OREE\�JURXSV�WHQGHG�WR�VXSSRUW�FRPSDQLHV�ZLWK�JRRG��L�H��FRPSOHWH�DQG�IDLU��GLVFORVXUH�SUDFWLFHV�� 7LOW� DOVR� UHSRUWV� WKDW� FRPSDQLHV� SHUFHLYH� WKH� JUHDWHVW� LQIOXHQFH� RQ� WKHLU�HQYLURQPHQWDO DFWLYLWLHV� WR�FRPH�IURP��LQ�GHVFHQGLQJ�RUGHU�� �L��JRYHUQPHQW�� �LL�� WKH�SXEOLF���LLL�� FRQVXPHUV�� LQVXUDQFH� FRPSDQLHV�� VKDUHKROGHUV� DQG� �LY�� OREE\�JURXSV�� EDQNV�� VXSSOLHUV��DQG� WKH�PHGLD����(PSLULFDO� HYLGHQFH�SURYLGHG�E\�'HHJDQ�DQG�5DQNLQ� �������DOVR� LQGLFDWHV�WKDW�HQYLURQPHQWDO� LQIRUPDWLRQ� LV� LPSRUWDQW� WR�YDULRXV�JURXSV� LQ�VRFLHW\� LQ� WKH�FRQWH[W� WKDW�VXFK� GLVFORVXUH� KDV� DQ� LPSDFW� RQ� WKH� YDULRXV� GHFLVLRQV� PDGH� E\� WKHVH� XVHU� JURXSV���� 7KH�HYLGHQFH�SURYLGHG�E\� WKHVH�YDULRXV� VWXGLHV� LV� LPSRUWDQW� LQ� WKH�FRQWH[W�RI� OHJLWLPDF\� WKHRU\�



2UJDQL]DWLRQDO�OHJLWLPDF\�WKHRU\

���

VLQFH� WKH� DELOLW\� WR� PDQDJH�� VKDSH� RU� PDQLSXODWH� WKH� SHUFHSWLRQV� RI� WKH� UHOHYDQW� SXEOLFV�WKURXJK� UHSRUW� GLVFORVXUH� LV� FOHDUO\� RQO\� SRVVLEOH� LI� WKRVH� UHOHYDQW� SXEOLFV� DFWXDOO\�PRQLWRU�WKH� UHSRUWHG� LQIRUPDWLRQ� �'HHJDQ�DQG�5DQNLQ�� �������7LOW� �������� IRU�H[DPSOH�� UHSRUWV� WKDW�WKH� VRXUFH� RI� LQIRUPDWLRQ� PRVW� DFWLYHO\� VRXJKW� E\� $XVWUDOLDQ� HQYLURQPHQWDO� JURXSV� LQ�UHODWLRQ� WR� D� EXVLQHVV� RUJDQL]DWLRQ¶V� HQYLURQPHQWDO� SHUIRUPDQFH� LV� WKH� FRPSDQ\¶V� DQQXDO�UHSRUW�� 6XFK� HYLGHQFH� OHQGV� ZHLJKW� WR� WKH� DVVXPSWLRQ� WKDW� VRPH� JURXSV� ZLWKLQ� VRFLHW\�SHUFHLYH� HQYLURQPHQWDO� LQIRUPDWLRQ� WR�EH� LPSRUWDQW�DQG�DFWLYHO\� VHHN�RXW� VXFK� LQIRUPDWLRQ�FRQFHUQLQJ� WKHVH� DFWLYLWLHV�� &RQVHTXHQWO\�� LI� UHSRUWLQJ� RUJDQL]DWLRQV� DUH� DZDUH� RI� WKLV� IDFW��LQFHQWLYHV�PD\�H[LVW�IRU�PDQDJHPHQW�WR�XVH�FRUSRUDWH�UHSRUWV�DV�D�PHDQV�RI�FRPPXQLFDWLQJ�SRVLWLYH HQYLURQPHQWDO�LQIRUPDWLRQ�WR�VRFLHW\�IRU�WKH�SXUSRVHV�RI�OHJLWLPDWLRQ�%DVHG� RQ� WKH� DERYH� DQDO\VLV�� WKH� SUHVHQW� VWXG\� H[SORUHV�� �L�� WKH� DVVRFLDWLRQ� EHWZHHQ� WKH�FDPSDLJQ� DFWLYLWLHV� RI� (1*2V� DQG� &('�� DQG�� �LL�� WKH� H[WHQW� WR� ZKLFK� (1*2V� DWWHPSW� WR�LQIOXHQFH�DQG�UHYLHZ�HQYLURQPHQWDO�LQIRUPDWLRQ�GLVFORVHG�E\�FRPSDQLHV��)XUWKHUPRUH��&('�GLVFORVXUHV� DUH�SRVLWHG�DV� IRUPLQJ�SDUW�RI�D� OHJLWLPDWLRQ�VWUDWHJ\�ZKLFK�DLPV� WR�SUHVHQW� WKH�ILUP�DV�DFWLQJ�LQ�KDUPRQ\�ZLWK�WKH�HQYLURQPHQW�DQG�QRW�GHWULPHQWDO�WR�LW��,Q�UHODWLRQ�WR�LWHP��L���WKH�IRUPDO�K\SRWKHVLV�LV�VWDWHG�EHORZ��WKH�QXOO�K\SRWKHVLV��+���EHLQJ�WKH�K\SRWKHVLV�RI�QR�GLIIHUHQFH�+�D� 7KHUH� LV� D� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ� VRFLDO� SUHVVXUHV�� DV�PHDVXUHG� E\�WKH�H[WHQW�RI�FDPSDLJQV�E\�HQYLURQPHQWDO�SUHVVXUH�JURXSV��DQG�WKH�YROXPH�RI�&('�+�E� &('�ZLOO�IRUP�SDUW�RI�D�FRUSRUDWLRQ¶V�SXEOLF�UHODWLRQV�PDFKLQHU\�DLPHG�DW�LQIOXHQFLQJ� VRFLHW\¶V� SHUFHSWLRQV� E\� ELDVLQJ� GLVFORVXUHV� DZD\� IURP�LQIRUPDWLRQ�ZKLFK�SUHVHQWV� WKH� ILUP�DV� DFWLQJ� LUUHVSRQVLEO\� LQ� UHODWLRQ� WR�HQYLURQPHQW�LVVXHV�7KH�DUJXPHQW�XVHG�XQGHU�K\SRWKHVLV�+�G�DERYH��L�H��WKDW�&('�LV�XVHG�DV�SDUW�RI�D�OHJLWLPDWLRQ�VWUDWHJ\� WR� FKDQJH� VRFLHW\¶V� SHUFHSWLRQ¶V� RI� WKH� RUJDQL]DWLRQ�� DOVR� DSSOLHV� WR� WKH� VRFLDO�SUHVVXUHV�DUJXPHQW��K\SRWKHVLV�+�D���,Q�UHODWLRQ�WR�LWHP��LL���DOWKRXJK�SULRU�UHVHDUFK�H[LVWV�LQ�UHODWLRQ� WR� WKH� LQIOXHQFH� DQG� DFWLYLWLHV� RI� VRFLDO� DQG� HQYLURQPHQWDO� SUHVVXUH� JURXSV�LQ�$XVWUDOLD� �7LOW�� ������ DQG� WKH� 8.� �&DPSEHOO�� ������� OLWWOH� HYLGHQFH� KDV� EHHQ� SURYLGHG� LQ�UHODWLRQ�WR�PDLQODQG�(XURSH��,Q�VHHNLQJ�WR�ILOO�WKLV�YRLG��WKH�SUHVHQW�VWXG\�LQFOXGHV�D�VXUYH\�RI�WKH�DFWLYLWLHV��SHUFHSWLRQV�DQG�YLHZV�RI�(XURSHDQ�(1*2V�LQ�WKH�FRQWH[W�RI�&('��VHH�&KDSWHU���IRU�GHWDLOV���LLL�3RRU�HQYLURQPHQWDO�SHUIRUPDQFH%RWK� WKH� SROLWLFDO� YLVLELOLW\� DQG� VRFLDO� SUHVVXUHV� DUJXPHQWV� XQGHU� 2/7�� DV� RXWOLQHG� DERYH��VXJJHVW� WKDW�&65�&('�LV�XVHG� LQ� UHVSRQVH� WR�SHUFHLYHG� WKUHDWV� WR�D�EXVLQHVV�RUJDQL]DWLRQ¶V�VRFLDO� OHJLWLPDF\��&65�&('� LQ� WKLV� FRQWH[W� LV� VDLG� WR� EH�SUHGRPLQDQWO\� DLPHG�DW� FKDQJLQJ�VRFLHW\¶V� SHUFHSWLRQ� RI� WKH� RUJDQL]DWLRQ�� DQG� WKXV� SODFHV� KHDY\� HPSKDVLV� RQ� SRVLWLYH� �L�H��JRRG� QHZV��� 7KUHDWV� WR� VRFLDO� OHJLWLPDF\� FDQ� DOVR� DULVH� ZKHUH� DVSHFWV� RI DQ� RUJDQL]DWLRQ¶V�HFRQRPLF��VRFLDO�RU�HQYLURQPHQWDO�SHUIRUPDQFH�FRPH�XQGHU�VFUXWLQ\�IURP�VHFWLRQV�RI�VRFLHW\�VXFK�DV�WKH�PHGLD�DQG�VRFLDO�SUHVVXUH�JURXSV��2/7�SRVLWV�WKDW�D�EXVLQHVV�RUJDQL]DWLRQ�PXVW�DW�OHDVW�DSSHDU WR�EH�FRQFHUQHG�ZLWK�WKH�YDOXHV��QRUPV�DQG�H[SHFWDWLRQV�RI�WKH�VRFLHWLHV�ZLWKLQ�ZKLFK�LW�RSHUDWHV��)DLOXUH�WR�GR�VR�LV�VHHQ�DV�JLYLQJ�ULVH�WR�LQDSSURSULDWH�EHKDYLRXU�ZLWK�WKH�SRVVLELOLW\� WKDW� VRFLHW\�PD\�DFW� WR� UHPRYH� WKH�RUJDQL]DWLRQ¶V� OHJLWLPDF\�VWDWXV� �'HHJDQ�DQG�
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5DQNLQ���������&RQVHTXHQWO\� LI�VRFLHW\�H[SHFWV�RUJDQL]DWLRQV�WR�PDLQWDLQ�D�FHUWDLQ�VWDQGDUG�RI� HQYLURQPHQWDO� FDUH�� IRU� H[DPSOH�� D� EXVLQHVV� RUJDQL]DWLRQ� ZLWK� D� SRRU� HQYLURQPHQWDO�SHUIRUPDQFH� UHFRUG� PD\� IDFH� D� WKUHDW� WR� LWV� OHJLWLPDF\� VWDWXV� IURP� LWV� µUHOHYDQW� SXEOLFV¶� LQ�WHUPV� RI� WKH UHVRXUFHV� DQG� VXSSRUW� QHFHVVDU\� IRU� LWV� FRQWLQXHG� RSHUDWLRQV�� ,Q� RWKHU� ZRUGV��VRFLHW\� PD\� UHYRNH� WKHLU� VRFLDO� FRQWUDFW� XQOHVV� WKH� RUJDQL]DWLRQ� �DSSHDUV� WR�� FDUU\� RXW�SDUWLFXODU�VWUDWHJLHV��LQFOXGLQJ�SURYLGLQJ�LQIRUPDWLRQ�WR�QXOOLI\�RU�UHMHFW�QHJDWLYH�QHZVZKLFK�PD\�EH�SXEOLFO\�DYDLODEOH� �'HHJDQ�DQG�5DQNLQ���������6WXGLHV�LQWR�QHJDWLYH PHGLD�DUWLFOHV��IRU� H[DPSOH�� OLQNLQJ� D� FRPSDQ\� WR� WKH� HQYLURQPHQW� KDYH� FRQVLVWHQWO\� GHPRQVWUDWHG� DQ�DVVRFLDWLRQ� EHWZHHQ� WKH� H[WHQW� RI� QHJDWLYH� QHZV� FRYHUDJH� DQG� µSRVLWLYH¶� &('� LQ� DQQXDO�UHSRUWV� �VHH�� IRU�H[DPSOH��%URZQ�DQG�'HHJDQ��������'HHJDQ�HW�DO���������1HX�HW�DO���������2¶'RQRYDQ�� ����D�� ������ 6LPPRQV� DQG� 1HX�� ��������� %URZQ� DQG� 'HHJDQ� �������� IRU�H[DPSOH�� LQ� WHVWLQJ� IRU� D� UHODWLRQVKLS� EHWZHHQ� WKH� OHYHO� RI�QHJDWLYH SULQW� PHGLD� FRYHUDJH�JLYHQ� WR� DQ� LQGXVWU\¶V� HQYLURQPHQWDO� LPSOLFDWLRQV� DQG� WKH� OHYHO� RI�SRVLWLYH HQYLURQPHQWDO�GLVFORVXUHV�PDGH�E\�FRPSDQLHV�ZLWKLQ�WKDW� LQGXVWU\��UHSRUW�D�VLJQLILFDQW�DVVRFLDWLRQ�IRU�ILYH�RXW�RI�WKH�QLQH�VHOHFWHG�LQGXVWULHV��6LPLODUO\��WKHUH�KDYH�EHHQ�D�QXPEHU�RI�VWXGLHV�ZKLFK�KDYH�ORRNHG� DW� ILQHV� LPSRVHG� RQ� FRPSDQLHV� IRU� EUHDFKHV� RI� HQYLURQPHQWDO� UHJXODWLRQV�� VXFK�VWXGLHV�DOVR�UHSRUWLQJ�DQ�DVVRFLDWLRQ�EHWZHHQ�WKH�H[WHQW�RI�VXFK�ILQHV�DQG�µSRVLWLYH¶�&('�LQ�DQQXDO�UHSRUWV��VHH��IRU�H[DPSOH��'HHJDQ DQG�5DQNLQ��������1HX�HW�DO���������6LPPRQV�DQG�1HX�� ������� 6LPPRQV� DQG� 1HX� �������� IRU� H[DPSOH�� LQ� VWXG\LQJ� WKH� DQQXDO� UHSRUWV� RI� ���QDWXUH�UHVRXUFH�EDVHG�FRPSDQLHV�RYHU�WKH�SHULRG������������IRXQG�QHJDWLYH�PHGLD�UHSRUWLQJ�RI�ILQHV�DQG�HQYLURQPHQWDO�SHUIRUPDQFH�WR�EH�DVVRFLDWHG�ZLWK�KLJKHU�OHYHOV�RI�HQYLURQPHQWDO�GLVFORVXUHV��7KH� UHVXOWV�RI� WKHVH� VWXGLHV� DUH� VHHQ� DV�SURYLGLQJ� HYLGHQFH�RI� WKH�XVH�RI�&65� LQ� FRUSRUDWH�DQQXDO� UHSRUWV� ZKLFK� JRHV� EH\RQG� PHUHO\� WU\LQJ� WR� LQIOXHQFH� VRFLHW\¶V� SHUFHSWLRQV� EXW� RI�VHHNLQJ�WR�PDQLSXODWH SXEOLF�LPSUHVVLRQV�LQ�WKH�IDFH�RI�EDG�QHZV��1HX�HW�DO����������7KDW�LV��EXVLQHVV� RUJDQL]DWLRQV� DUH� VHHQ� DV�HPSOR\LQJ� &65� DV� D� PHDQV� RI� H[SORLWDWLRQ�� PHGLDWLRQ��P\VWLILFDWLRQ�DQG�WUDQVIRUPDWLRQ�E\�GHIOHFWLQJ�DWWHQWLRQ�DZD\�IURP�LVVXHV�RI�SXEOLF�FRQFHUQ�WR� LVVXHV� ZKLFK� SUHVHQW� WKH� FRPSDQ\� DV� VRFLDOO\�UHVSRQVLEOH�� HPSKDVLVLQJ� DVSHFWV� RI� VRFLDO�UHVSRQVLYHQHVV� ZKLFK� KDYH� QR� UHDO� LPSDFW� RQ� WKH� XQGHUO\LQJ� WHUPV� RQ� ZKLFK� WKH\� GR�EXVLQHVV��VXFK�WKDW�VRFLHW\�LV�PLVOHG�LQWR�WKLQNLQJ�WKDW�WKHUH�LV�QR�OHJLWLPDF\�JDS��:RRGZDUG�HW� DO��� ���������7KLV� DQDO\VLV� LV�FRQVLVWHQW�ZLWK� WKH� IRXUWK� OHJLWLPDWLRQ�VWUDWHJ\� LGHQWLILHG� LQ�6HFWLRQ�����DERYH��0RUHRYHU��DV�QRWHG�DERYH�� WKRVH�FRPSDQLHV�ZKLFK�DUH�VHHQ�DV� WKH�ZRUVW�RIIHQGHUV�RU�ZKLFK�UHFHLYH�WKH�PRVW�PHGLD�FULWLFLVP�KDYH�EHHQ�VKRZQ�WR�XVH�SRVLWLYH�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUH�WR�D�JUHDWHU�H[WHQW��VXJJHVWLQJ�WKDW�HIIRUWV�DW�PLVOHDGLQJ�VRFLHW\�DUH�OLQNHG�WR�WKH�GHJUHH�WR�ZKLFK�D�FRPSDQ\¶V�VRFLDO�UHVSRQVLELOLW\�LV�EHLQJ�FKDOOHQJHG��7KH�H[WHQW� WR�ZKLFK�&65�FDQ�EH� OLQNHG� WR� VSHFLILF�PHDVXUHV�RI�HQYLURQPHQWDO�SHUIRUPDQFH�KDV�EHHQ� H[SORUHG� E\� D� QXPEHU� RI� UHVHDUFKHUV� �VHH�� IRU� H[DPSOH�� :LVHPDQ�� ������ 5RFNQHVV��������5RFNQHVV�HW�DO����������7KH�EDVLF�K\SRWKHVLV�XQGHU�2/7�LQ�WKLV�FRQWH[W�LV�WKDW�WKH�ZRUVW�SHUIRUPHUV�GLVFORVH�PRUH�&('�DV�SDUW�RI�D�PRUH�LQWHQVH�VWUDWHJ\�WR�UHVWRUH�RU�PDLQWDLQ�VRFLDO�OHJLWLPDF\�� +RZHYHU�� WKLV� OLQH� RI� UHVHDUFK� LV� SUREOHPDWLF� EHFDXVH� RI� WKH� ODFN� RI� UHOLDEOH�PHDVXUHV� RI� D� EXVLQHVV� RUJDQL]DWLRQ¶V� HQYLURQPHQWDO� SHUIRUPDQFH�� 0HGLD� DUWLFOHV�� IRU�H[DPSOH�� FDQQRW� EH� DVVXPHG� WR� SURYLGH� UHOLDEOH�� XQELDVHG� DFFRXQWV� RI� D� EXVLQHVV�RUJDQL]DWLRQ¶V�HQYLURQPHQWDO�SHUIRUPDQFH��6LPLODUO\��SXEOLFO\�GLVFORVHG�ILQHV�IRU�EUHDFKHV�RI�HQYLURQPHQWDO�UHJXODWLRQV�DUH�LQIOXHQFHG�E\�VRFLR�SROLWLFDO�FRQVLGHUDWLRQV� QRWDEO\�WKDW�WKHUH�
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LV� VRPH� SUH�GHWHUPLQHG� SROLWLFDOO\�DJUHHG� FXW�RII� SRLQW� EHWZHHQ� ZKDW� LV� FRQVLGHUHG� DQ�DFFHSWDEOH�OHYHO�RI�SROOXWLRQ�DQG�ZKDW�LV�QRW��1RU� LV� LW� IDLU� WR� DVVXPH� WKDW� DOO� UHSRUWDEOH� �E\� WKH� FRPSDQ\� WR� WKH� DXWKRULWLHV�� EUHDFKHV� RI�HQYLURQPHQWDO� UHJXODWLRQV� DUH� QHFHVVDULO\� PDGH� NQRZQ� WR� WKH� JHQHUDO� SXEOLF�� 6RPH�HQYLURQPHQWDO� GLVFORVXUHV�PD\�SURYLGH� D� UHOLDEOH� LQGLFDWLRQ�RI� HQYLURQPHQWDO� SHUIRUPDQFH��VXFK�DV��IRU�H[DPSOH��SROOXWLRQ�GLVFORVXUHV�LQ���.�UHSRUWV�DQG�DQQXDO�UHSRUWV�WR�VKDUHKROGHUV�LQ� WKH� FDVH� RI� 86� OLVWHG� FRPSDQLHV� �VHH�� IRU� H[DPSOH�� &XQQLQJKDP�� ������ )UHHGPDQ� DQG�-DJJL�� ����D�� )UHHGPDQ� DQG� :DVOH\�� ������� 7KLUG�SDUW\� VRFLDO� DXGLWV� SHUIRUPHG� E\� WKH�&RXQFLO�RQ�(FRQRPLF�3ULRULWLHV��&(3��������LQ�WKH�86�KDYH�DOVR�SURYLGHG�D�YDOXDEOH�VRXUFH�RI�GDWD�RQ�FRUSRUDWH�HQYLURQPHQWDO�SHUIRUPDQFH��6XFK�DXGLWV� LQFOXGHG� WKLUG�SDUW\�SROOXWLRQ�SHUIRUPDQFH� UDWLQJV� EDVHG� RQ� &(3¶V� RZQ� LQGHSHQGHQW� LQYHVWLJDWLRQV� RI� SROOXWLRQ� FRQWURO�UHFRUGV�RI�HQYLURQPHQWDOO\�VHQVLWLYH�LQGXVWULHV��7KHVH�UDWLQJV�KDYH�EHHQ�XVHG�LQ�D�QXPEHU�RI�VWXGLHV� WR� H[SORUH� UHODWLRQVKLSV� DPRQJ� VRFLDO� SHUIRUPDQFH�� VRFLDO� GLVFORVXUH� DQG� HFRQRPLF�SHUIRUPDQFH� �%RZPDQ� DQG� +DLUH�� ������ &KHQ� DQG� 0HWFDOI�� ������ )RJOHU� DQG� 1XWW�� ������)UHHGPDQ�DQG�-DJJL������D��)UHHGPDQ�DQG�:DVOH\��������,QJUDP�DQG�)UD]LHU��������6SLFHU������D�� E�� :LVHPDQ�� ������� 1RWZLWKVWDQGLQJ� WKH� IDFW� WKDW� WKH� TXDOLW\� RI� WKH� &(3� UHSRUWV�YDULHG�VLJQLILFDQWO\� �8OOPDQQ��������� WKH� UHVXOWV�RI� WKHVH�VWXGLHV�ZDV�FRQVLVWHQW�� L�H�� WKDW�QRFRUUHODWLRQ� FRXOG� EH� IRXQG� EHWZHHQ� D� EXVLQHVV� RUJDQL]DWLRQ¶V� HQYLURQPHQWDO� SHUIRUPDQFH�EDVHG�RQ�WKH�&(3�SROOXWLRQ�SHUIRUPDQFH�LQGH[�DQG�DQQXDO�UHSRUW�HQYLURQPHQWDO�GLVFORVXUHV��$�QXPEHU�RI�RWKHU�&65�VWXGLHV� �+DOPH�DQG�+XVH��������:LVHPDQ��������5RFNQHVV��������DQG�5RFNQHVV�HW�DO���������SURYLGH�HYLGHQFH ZKLFK�VXJJHVW�WKDW�WKH�TXDQWLW\ RI�HQYLURQPHQWDO�GLVFORVXUHV� E\� FRPSDQLHV� PD\� EH� LQYHUVHO\ UHODWHG� WR� HQYLURQPHQWDO� SHUIRUPDQFH�� &(3¶V�HQYLURQPHQWDO�SHUIRUPDQFH� UDQNLQJV�KDYH�DOVR�EHHQ�XVHG� WR�DVVHVV� WKH�GHJUHH� WR�ZKLFK� WKH�VDPH�SHUIRUPDQFH� UDQNLQJV�FRXOG EH�REWDLQHG� IURP�UHDGLQJ� WKH�UHVSHFWLYH�FRUSRUDWH�DQQXDO�UHSRUWV�� 5RFNQHVV� �������� IRU� H[DPSOH�� FRQGXFWHG� D� ILHOG� H[SHULPHQW� LQ� ZKLFK� ��� VXEMHFWV�IURP� HDFK� RI� IRXU� JURXSV� �ILQDQFLDO� DQDO\VWV�� 0%$� VWXGHQWV�� HQYLURQPHQWDO� DFWLYLVWV� DQG�HQYLURQPHQWDO� UHJXODWRUV�� ZHUH� DVNHG� WR� HYDOXDWH� WKH� HQYLURQPHQWDO� SHUIRUPDQFH� RI� ���FRPSDQLHV� EDVHG� RQ� DFWXDO� DQQXDO� UHSRUW� GLVFORVXUHV�� 5RFNQHVV� UHSRUWV� WKDW� QRQH� RI� WKH�VXEMHFWV�JURXSV¶�HQYLURQPHQWDO�SHUIRUPDQFH�UDQNLQJV�VKRZHG�VLJQLILFDQW�SRVLWLYH�FRUUHODWLRQ�ZLWK�&(3¶V�UDQNLQJV�IRU�DQ\�LQGXVWU\��VXJJHVWLQJ�WKDW�HQYLURQPHQWDO�SHUIRUPDQFH�HYDOXDWLRQV�EDVHG�RQ�DQQXDO�UHSRUW�GLVFORVXUHV�UHVXOWHG�LQ�LQDFFXUDWH DVVHVVPHQWV�RI�DFWXDO�HQYLURQPHQWDO�SHUIRUPDQFH�� 0RUHRYHU�� WKH� PDMRULW\� ���� RXW� RI� ���� RI� WKH� FRUUHODWLRQ� FRHIILFLHQWV�ZHUH�QHJDWLYH�� LPSO\LQJ� WKDW�VXEMHFWV�HYDOXDWHG�WKH�ZRUVW�HQYLURQPHQWDO�SHUIRUPDQFH�DV�EHVW DQG�YLFH�YHUVD��7KHVH�UHVXOWV�VXJJHVW�WKDW�WKH�VXEMHFWV�ZHUH�EHLQJ�PLVOHG�E\�WKH�GLVFORVXUHV�LQ�WKH�DQQXDO� UHSRUW�ZKHQ�DVVHVVLQJ�HQYLURQPHQWDO�SHUIRUPDQFH��$OWKRXJK 5RFNQHVV�ZDV�QRW�DEOH�WR� FRQILUP� ZKHWKHU� WKH� ILUPV� ZHUH� GHOLEHUDWHO\ PLVUHSUHVHQWLQJ� WKHLU� HQYLURQPHQWDO�SHUIRUPDQFH�� WKH� ILQGLQJ� WKDW� VXEMHFWV� ZHUH� XQDEOH� WR� DFFXUDWHO\� PDNH� FRPSDUDWLYH�MXGJHPHQWV� DERXW� ILUPV¶� HQYLURQPHQWDO� SHUIRUPDQFH� IURP� DQQXDO� UHSRUW GLVFORVXUHV� LV�FRQVLVWHQW� ZLWK� HDUOLHU� OLWHUDWXUH� ZKLFK� FULWLFLVHG� HQYLURQPHQWDO� GLVFORVXUHV� IRU� EHLQJ� VHOI�VHUYLQJ�DQG�LQDFFXUDWH�DFFRXQWV�RI�SHUIRUPDQFH��&KXUFKLOO��������'LHUNHV�DQG�3UHVWRQ��������1DGHU���������+RZHYHU�� WKH� ODFN�RI� UHOLDEOH�� SXEOLFO\�DYDLODEOH�GDWD�RQ� WKH�HQYLURQPHQWDO�SHUIRUPDQFH�RI�(XURSHDQ�FRPSDQLHV�� PHDQV� WKDW� WHVWV� IRU�DQ�DVVRFLDWLRQ�EHWZHHQ�&('�DQG�HQYLURQPHQWDO�SHUIRUPDQFH�PXVW�EH�EDVHG�RQ�DOWHUQDWLYH�SUR[LHV�IRU�VXFK�SHUIRUPDQFH��2QH�DSSURDFK�LV�WR�
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SHUFHLYH� RUJDQL]DWLRQDO� VRFLDO� DQG� HQYLURQPHQWDO� SHUIRUPDQFH� DV� DQ� LQGLVWLQJXLVKDEOH�FRPSRQHQW� RI� D� EXVLQHVV� RUJDQL]DWLRQ¶V� HIIHFWLYHQHVV�� UHSUHVHQWLQJ� WKH� H[WHQW� WR� ZKLFK� D�EXVLQHVV�RUJDQL]DWLRQ¶V�PHHWV�DQWLFLSDWHG�RU�H[LVWLQJ�VRFLDO�QHHGV�� H[SHFWDWLRQV�RU�GHPDQGV�IURP�FHUWDLQ�H[WHUQDO�FRQVWLWXHQFLHV�EH\RQG�WKRVH�ZKLFK�DUH�OLQNHG�GLUHFWO\�WR�LWV�SURGXFWV�RU�PDUNHWV��6WUDQG���������7KXV�� LQ� WHUPV�RI�HQYLURQPHQWDO� LVVXHV��HQYLURQPHQWDO�SHUIRUPDQFH�PD\�EH�FRQVWUXHG�DV�UHSUHVHQWLQJ�WKH�H[WHQW�WR�ZKLFK�D�EXVLQHVV�RUJDQL]DWLRQ�PHHWV��RU�VHHNV�WR�PHHW��WKH�QHHGV��H[SHFWDWLRQV�RU�GHPDQGV�RI�WKRVH�H[WHUQDO�FRQVWLWXHQWV�ZKR�DUH�FRQFHUQHG�ZLWK� LWV� HQYLURQPHQWDO� SHUIRUPDQFH�� 7KLV� LPSOLHV� WKDW� WHVWLQJ� WKH� H[WHQW� WR� ZKLFK� WKH�RUJDQL]DWLRQ� LV� VHHQ� WR� PHHWV� VXFK� GHPDQGV� LQYROYHV� �L�� LGHQWLI\LQJ� WKH� RUJDQL]DWLRQ¶V�H[WHUQDO� FRQVWLWXHQWV� ZKR� DUH� FRQFHUQHG� ZLWK� HQYLURQPHQWDO� LVVXHV� DQG� �LL�� PHDVXULQJ� WKH�ODWWHU¶V�GHJUHH�RI�VDWLVIDFWLRQ�XVLQJ�RQH�RU�PRUH�PHWKRGV�ZKLFK�HQDEOHV�VRPH�IRUP�RI�RYHUDOO�LQGH[� E\� ZKLFK� RUJDQL]DWLRQV� FDQ� EH� UDQNHG� LQ� WHUPV� RI� WKHLU RYHUDOO� HQYLURQPHQWDO�SHUIRUPDQFH� �8OOPDQQ�� ������� 6WXGLHV� ZKLFK� KDYH� DWWHPSWHG� WR� PHDVXUH� VRFLDO� RU�HQYLURQPHQWDO� SHUIRUPDQFH� LQ� WKLV� ZD\� KDYH� WHQGHG� WR� XVH� UHSXWDWLRQDO� LQGLFHV� �VHH�� IRU�H[DPSOH��&RFKUDQ�DQG�:RRG��������)U\�DQG�+RFN��������+HLQ]H������� 0RVNRZLW]��������6WXUGLYDQW� DQG� *LQWHU�� ������ 9DQFH�� �������� )U\� DQG� +RFN� �������� IRU� H[DPSOH�� LQ� WKHLU�VWXG\�RI�����ILUPV�LQ����LQGXVWULHV�XVLQJ�VWXGHQWV¶�HYDOXDWLRQ�RI�LQGXVWU\�UHSXWDWLRQ��IRXQG�D�QHJDWLYH� FRUUHODWLRQ� EHWZHHQ� VRFLDO� SHUIRUPDQFH� DQG� WKH TXDQWLW\� RI� VRFLDO� GLVFORVXUHV� LQ�DQQXDO� UHSRUWV�� L�H�� FRPSDQLHV� LQ� LQGXVWULHV� ZLWK� WKH� ZRUVW� SXEOLF� LPDJH� JDYH� WKH� JUHDWHVW�HPSKDVLV� RQ� VRFLDO�UHVSRQVLYHQHVV�� *LYHQ� WKH� ODFN� RI� SXEOLFO\�DYDLODEOH� HQYLURQPHQWDO�SHUIRUPDQFH�GDWD�RQ�(XURSHDQ�FRPSDQLHV�� WKH�UHSXWDWLRQDO� LQGH[�DSSURDFK�ZDV�DGRSWHG�IRU�WKH�SXUSRVHV�RI�REWDLQLQJ�DQ�HQYLURQPHQWDO�SHUIRUPDQFH�UDWLQJ��µHFR�UDWLQJ¶�� IURP�(1*2V��WKH� ODWWHU� PHHWLQJ� 8OOPDQQ¶V� ������� GHILQLWLRQ� RI� DQ� H[WHUQDO� FRQVWLWXHQW� FOHDUO\� FRQFHUQHG�ZLWK� HQYLURQPHQWDO� LVVXHV�� VXFK JURXSV� DOVR� UHSUHVHQWLQJ� WKH� JHQHUDO� YLHZV� RI� VRFLHW\��'HHJDQ�DQG�5DQNLQ���������'HWDLOV�RI�WKH�UHVHDUFK�DSSURDFK�DUH�VHW�RXW�LQ�&KDSWHU���7KH� YDOXH� RI� WKH� YDULRXV� VWXGLHV� UHIHUUHG� WR� DERYH� LQWR� WKH� UHODWLRQVKLS� EHWZHHQ� FRUSRUDWH�VRFLDO� SHUIRUPDQFH� DQG� &65� LV� WKH� IDFW� WKDW� DQQXDO� UHSRUW� VRFLDO� GLVFORVXUHV� PD\� QRW� EH� D�UHOLDEOH�EDVLV�IRU�DVVHVVLQJ�FRUSRUDWH�VRFLDO�SHUIRUPDQFH��WKXV�DGGLQJ�ZHLJKW�WR�WKH�DUJXPHQW�WKDW� VRFLDO� GLVFORVXUHV� DUH� VHOI�VHUYLQJ� UDWKHU� WKDQ� QHXWUDO� RU� XQELDVHG� UHIOHFWLRQV� RI� DFWXDO�SHUIRUPDQFH��$V�ZDV�VKRZQ�LQ�&KDSWHU����WKHUH�DUH�IHZ�UHJXODWLRQV�ZKLFK�UHTXLUH�(XURSHDQ�FRPSDQLHV�WR�UHSRUW�RQ�DVSHFWV�RI�WKHLU�HQYLURQPHQWDO�SHUIRUPDQFH�DW�FRUSRUDWH�OHYHO��7KXV��PDQDJHPHQW�KDV�FRQVLGHUDEOH�VFRSH�IRU�FKRRVLQJ�ZKHQ��ZKDW�DQG�KRZ�WR�UHSRUW�RQ�DVSHFWV�RI�LWV�VRFLDO�DQG�HQYLURQPHQWDO�SHUIRUPDQFH�LQ�WKH�DQQXDO�UHSRUW�DQG�FRUSRUDWH�OHYHO�VRFLDO�DQG�HQYLURQPHQW� UHSRUWV�� 7KLV� LQFOXGHV� WKH� GHJUHH� WR� ZKLFK� PDQDJHPHQW� FKRRVHV� WR� IRFXV� RQ�µSRVLWLYH¶� HQYLURQPHQWDO� QHZV� �L�H�� &('� ZKLFK� SUHVHQWV� WKH� FRPSDQ\� DV� RSHUDWLQJ� LQ�KDUPRQ\�ZLWK�WKH�HQYLURQPHQW�± µJRRG�QHZV¶��DQG�µQHJDWLYH¶�HQYLURQPHQWDO�QHZV��L�H��&('�ZKLFK� SUHVHQWV� WKH� FRPSDQ\� DV� QRW� RSHUDWLQJ� LQ� KDUPRQ\� ZLWK� WKH� HQYLURQPHQW�± µEDG¶�QHZV¶��� 3ULRU� UHVHDUFK� SURYLGHV� HYLGHQFH� WR� VXSSRUW� WKH� H[LVWHQFH�RI� D�SRVLWLYH� UHODWLRQVKLS�EHWZHHQ�µJRRG¶�HQYLURQPHQWDO�QHZV�DV�GLVFORVHG�LQ�DQQXDO�UHSRUWV�DQG�µEDG¶�HQYLURQPHQWDO�SHUIRUPDQFH�� L�H�� WKDW� ILUPV� ZKLFK� GLVFORVH� WKH� JUHDWHVW� DPRXQW� RI� SRVLWLYH� HQYLURQPHQWDO�QHZV� DUH� W\SLFDOO\� WKH� ZRUVW� HQYLURQPHQWDO� SHUIRUPHUV� �:LVHPDQ�� ������ 5RFNQHVV�� ������'HHJDQ�DQG�5DQNLQ���������3ULRU�VWXGLHV�ZKLFK�KDYH�FODVVLILHG�&('�DV�EHWZHHQ�µJRRG¶�DQG�µEDG¶� QHZV� DOVR� SURYLGH� HYLGHQFH� ZKLFK� VXJJHVWV� WKDW� PDQDJHPHQW� XVH� FRUSRUDWH� DQQXDO�UHSRUWV� WR� UHSRUW� LQIRUPDWLRQ�ZKLFK� LV�ELDVHG DQG�VHOI�ODXGDWRU\�ZLWK�PLQLPDO�GLVFORVXUH�RI�QHJDWLYH�HQYLURQPHQWDO� LQIRUPDWLRQ��'HHJDQ�DQG�*RUGRQ��������'HHJDQ�DQG�5DQNLQ��������
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*XWKULH� DQG� 3DUNHU�� ������� *XWKULH� DQG� 3DUNHU� �������� IRU� H[DPSOH�� LQ� WKHLU� VWXG\� RI�FRUSRUDWH� VRFLDO�GLVFORVXUHV�E\� WKH��� ODUJHVW�FRPSDQLHV� LQ� WKH�86$�� WKH�8.�DQG�$XVWUDOLD�IRU� WKH� \HDU� ������ IRXQG� QR� FRPSDQ\� SURYLGHG� QHJDWLYH� LQIRUPDWLRQ� LQ� UHODWLRQ� WR� LWV�HQYLURQPHQWDO�SHUIRUPDQFH��'HHJDQ�DQG�*RUGRQ���������LQ�WKHLU�FURVV�VHFWLRQDO�VWXG\�RI�WKH�HQYLURQPHQWDO� GLVFORVXUHV� RI ���� $XVWUDOLDQ� FRPSDQLHV� XVLQJ� WKHLU� ����� DQQXDO� UHSRUWV��IRXQG� RQO\� ��� ��� SHU� FHQW�� FRPSDQLHV� SURYLGHG� QHJDWLYH� HQYLURQPHQWDO� LQIRUPDWLRQ�� ,Q�SDUWLFXODU�� WKH� PHDQ� DPRXQW� RI� SRVLWLYH� HQYLURQPHQWDO� GLVFORVXUHV� ZDV� ������ ZRUGV�FRPSDUHG� WR�D�PHUH�����ZRUGV�RI�QHJDWLYH�HQYLURQPHQWDO�GLVFORVXUHV� �'HHJDQ�DQG�*RUGRQ���������7KH�UHVXOWV�UHSRUWHG�E\�'HHJDQ�DQG�*RUGRQ��������DQG�*XWKULH�DQG�3DUNHU��������FRXOG�KDYH�EHHQ� GXH� WR� WKH� IDFW� WKDW� WKH� FRPSDQLHV� H[DPLQHG� KDG� RQO\� SRVLWLYH� HQYLURQPHQWDO�LQIRUPDWLRQ� WR� UHSRUW���� +RZHYHU�� D� VWXG\� E\� 'HHJDQ� DQG� 5DQNLQ� ������� RI� WKH� GLVFORVXUH�SUDFWLFHV� RI� ��� $XVWUDOLDQ� FRPSDQLHV� NQRZQ� H[� DQWH WR� KDYH� QHJDWLYH� HQYLURQPHQWDO�LQIRUPDWLRQ� DYDLODEOH� WR�GLVFORVH� DSSHDUV� WR� UHIXWH� WKLV��%DVHG�RQ�HYLGHQFH�SURYLGHG�E\� WKH�1HZ�6RXWK�:DOHV�DQG�9LFWRULDQ�(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\� LQ� UHODWLRQ� WR�VXFFHVVIXO�FRUSRUDWH� SURVHFXWLRQV� IRU� EUHDFKHV� RI� HQYLURQPHQWDO� SURWHFWLRQ� ODZV�� 'HHJDQ� DQG� 5DQNLQ�IRXQG� WKDW� RQO\� WZR� RI� WKH� ��� FRPSDQLHV� UHSRUWHG� WKHLU� EUHDFK� RI� WKH� ODZ�� 7KHLU� UHVXOWV�SURYLGH� WZR� LPSRUWDQW� SLHFHV� RI� HPSLULFDO� HYLGHQFH� ZKLFK� WHQG� WR� VXSSRUW� D� OHJLWLPDWLRQ�SHUVSHFWLYH�� ILUVWO\�� WKHUH� ZDV� D� VLJQLILFDQW� LQFUHDVH� LQ� WKH� UHSRUWLQJ� RI� HQYLURQPHQWDO�LQIRUPDWLRQ� LQ� WKH�\HDU� LQ�ZKLFK�SURVHFXWLRQV�ZHUH�SURYHQ��DQG��VHFRQGO\��ILUPV�ZKLFKKDG�EHHQ� VXFFHVVIXOO\� SURVHFXWHG� IDLOHG� WR� GLVFORVH� WKHVH� SURVHFXWLRQV� EXW� LQVWHDG� FKRVH� WR�SURYLGH�GHWDLOV�RQ�HQYLURQPHQWDO�DZDUGV��7KH�ODWWHU�WDFWLF�LV�FRQVLVWHQW�ZLWK�WKH�OHJLWLPDWLRQ�VWUDWHJ\�VXJJHVWHG�E\�'RZOLQJ�DQG�3IHIIHU��������LQ�ZKLFK�D�EXVLQHVV RUJDQL]DWLRQ�VHHNV�WR�PDQLSXODWH� WKH� SHUFHSWLRQV� RI� WKH� UHOHYDQW� SXEOLFV�� UDWKHU� WKDQ� HGXFDWH� RU� LQIRUP� WKHP�� E\�DVVRFLDWLQJ� LWVHOI� ZLWK� HPRWLYH� V\PEROV ZKLFK� KDYH� KLJK� OHJLWLPDWH� VWDWXV� DQG� ZKLFK� DUH�LQWHQGHG�WR�GHIOHFW�DWWHQWLRQ�DZD\�IURP�D�SDUWLFXODU�LVVXH�RU�FRQFHUQ��WKH�IRXUWK�OHJLWLPDWLRQ�VWUDWHJ\�LGHQWLILHG�DERYH�����%DVHG�RQ�WKH�IRUHJRLQJ�DQDO\VLV��WKH�DVVRFLDWLRQ�WR�EH�WHVWHG�XQGHU�2/7�LV�WKDW�WKH�HFR�UDWLQJ�RI�D�EXVLQHVV�RUJDQL]DWLRQ��DV�D�SUR[\�IRU�HQYLURQPHQWDO�SHUIRUPDQFH��LV�QHJDWLYHO\ UHODWHG�WR�WKH�DPRXQW�RI�&('��,Q�RWKHU�ZRUGV��WKH�ZRUVW�FRUSRUDWH�HQYLURQPHQWDO�SHUIRUPHUV��DV�MXGJHG�E\� VRFLHW\�� XVH� HQYLURQPHQWDO� GLVFORVXUH� DV� D� OHJLWLPLVLQJ� VWUDWHJ\� WR� D� JUHDWHU� H[WHQW� WKDQ�FRPSDQLHV�ZLWK�D�EHWWHU�HFR�UDWLQJ��,Q�DGGLWLRQ��&('�LV�SUHGLFWHG�WR�EH�SUHGRPLQDQWO\�LQ�WKH�IRUP�RI�µJRRG¶�QHZV�UDWKHU�WKDQ�µEDG¶�QHZV��7KH�IRUPDO�K\SRWKHVHV�DUH�VWDWHG�EHORZ��WKH�QXOO�K\SRWKHVLV��+���LQ�HDFK�FDVH�EHLQJ�WKH�K\SRWKHVLV�RI�QR�GLIIHUHQFH�+�D� 7KHUH� LV� D� QHJDWLYH� DVVRFLDWLRQ� EHWZHHQ� HQYLURQPHQWDO� SHUIRUPDQFH�� DV�PHDVXUHG� E\� WKH� HFR�UDWLQJV� RI� HQYLURQPHQWDO� SUHVVXUH� JURXSV�� DQG� WKH�YROXPH�RI�&('�+�E� &('�ZLOO�IRUP�SDUW�RI�D�FRUSRUDWLRQ¶V�SXEOLF�UHODWLRQV�PDFKLQHU\�DLPHG�DW�LQIOXHQFLQJ� VRFLHW\¶V� SHUFHSWLRQV� E\� ELDVLQJ� GLVFORVXUHV� DZD\� IURP�LQIRUPDWLRQ�ZKLFK�SUHVHQWV� WKH� ILUP�DV� DFWLQJ� LUUHVSRQVLEO\� LQ� UHODWLRQ� WR�HQYLURQPHQW�LVVXHV�
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��� 6RPH�FRQFOXGLQJ�UHPDUNV,Q� VHHNLQJ� WR� LQFUHDVH� RXU� NQRZOHGJH� DQG� XQGHUVWDQGLQJ� RI� PDQDJHULDO� EHKDYLRXU� LQ� WKH�FRQWH[W�RI�&65��RUJDQL]DWLRQDO��RU�ERXUJHRLV��OHJLWLPDF\�WKHRU\��2/7��KDV�EHFRPH�RQH�RI��LI�QRW� WKH�� PRVW� SRSXODU� WKHRULHV� DPRQJVW� &65� UHVHDUFKHUV� DW� WKH� SUHVHQW� WLPH�� 5HFHQWO\��SHUKDSV� LQ� UHFRJQLWLRQ� RI� WKLV� WUHQG�� WKH�$FFRXQWLQJ�� $XGLWLQJ� 	� $FFRXQWDELOLW\� -RXUQDO�$$$-�� GHYRWHG� D� VSHFLDO� LVVXH� WR� HPEUDFLQJ� WKHPHV� DVVRFLDWHG� ZLWK� VRFLDO� DQG�HQYLURQPHQWDO� UHSRUWLQJ� DQG� LWV� UROH� LQ� PDLQWDLQLQJ� RU� FUHDWLQJ� RUJDQL]DWLRQDO� OHJLWLPDF\��'HHJDQ�� ������� :KLOVW� WKH� SRSXODULW\� RI� D� WKHRU\� PD\� QRW�� LQ� LWVHOI�� FRQIHU� LQWHOOHFWXDO�DXWKRULW\�� WKH� FRQVLGHUDEOH� DWWHQWLRQ� QRZ� EHLQJ� SDLG� WR�2/7� KDV� FUHDWHG� D� FRQWH[W� ZLWKLQ�ZKLFK�WKH�UROH�DQG�SXUSRVH�RI�&65�LV�EHFRPLQJ�JUDGXDOO\�PRUH�UHPRYHG�IURP�D�VLPSOH�QHR�FODVVLFDO�HFRQRPLFV�RU�PDQDJHULDO�VWDNHKROGHU�SHUVSHFWLYH��5DWKHU��WKH�OHQV�SURYLGHG�E\�2/7�VXJJHVWV� WKDW� FRUSRUDWH� VRFLDO� DQG� HQYLURQPHQWDO� UHSRUWLQJ�� DJDLQVW� WKH� EDFNGURS� RI� D�PXWDEOH�� IOXFWXDWLQJ� µVRFLDO� FRQWUDFW¶� EHWZHHQ� EXVLQHVV� DQG� VRFLHW\�� LV� XVHG� WR� OHJLWLPLVH�FHUWDLQ�DVSHFWV�RI�DQ�RUJDQL]DWLRQ¶V�RSHUDWLRQV��,I� WUXH�� WKLV� LQWHUSUHWDWLRQ�RI�&65�LQ�JHQHUDO�DQG�&('�LQ�SDUWLFXODU�LV�DUJXDEO\�SUREOHPDWLF�EHFDXVH�LW�FKDOOHQJHV�VRPH�RI�WKH�PRUH�LQVLSLG�DQG� UDWKHU� DQRG\QH� SHUVSHFWLYHV� WUDGLWLRQDOO\� RIIHUHG� IRU� H[SODLQLQJ� PDQDJHULDO� GLVFORVXUH�VWUDWHJLHV�� ,I�� LQGHHG�� &65�&('� LV� XVHG� E\� PDQDJHPHQW� DV� D� VRSKLVWLFDWHG� IRUP� RI� SXEOLF�UHODWLRQV� WR�PDQDJH� VRFLHW\¶V�SHUFHSWLRQV�RU� LPSUHVVLRQV�RI� WKH� ILUP�� WKHQ�ZH�DUH� LQ�D�YHU\�GLIIHUHQW� EDOO� JDPH� FRPSDUHG� WR� WKDW� ZKHUH� VXFK� UHSRUWLQJ� LV� VHHQ� WR� KDYH� D� SULPDULO\�WHFKQLFDO��H�J��HQYLURQPHQWDO�SHUIRUPDQFH�UHSRUWLQJ��RU�VRFLDO��H�J��VRFLDO�UHVSRQVLELOLW\��UROH��5DWKHU��DV�'HHJDQ��������DUJXHV��ZH�VKRXOG�EHJLQ�WR�TXHVWLRQ�ZKHWKHU�OHJLWLPLVLQJ�DFWLYLWLHV��VXFK� DV� WKRVH� UHODWLQJ� WR� VRFLDO� DQG� HQYLURQPHQWDO� GLVFORVXUH�� DUH� EHQHILFLDO� WR� WKH�FRPPXQLW\�'LVFORVXUH�GHFLVLRQV�GULYHQ�E\�WKH�GHVLUH�WR�EH�OHJLWLPDWH�DUH�QRW�WKH�VDPH�DV�GLVFORVXUH� SROLFLHV� GULYHQ� E\� D�PDQDJHPHQW� YLHZ� WKDW� WKH� FRPPXQLW\� KDV� D�ULJKW�WR�NQRZ� DERXW� FHUWDLQ� DVSHFWV� RI� DQ� RUJDQL]DWLRQ¶V� RSHUDWLRQV�� 2QH�PRWLYDWLRQ� UHODWHV� WR� VXUYLYDO�� ZKHUHDV� WKH� RWKHU� UHODWHV� WR� UHVSRQVLELOLW\�'HHJDQ�������S������,W�LV�LQ�WKDW�FRQWH[W�WKDW�2/7�VWDUWV�WR�WDNH�RQ�D�VHULRXV�VRFLR�SROLWLFDO�UROH�LQ�WKH�ZLGHU�GHEDWH�VXUURXQGLQJ� LPSRUWDQW� LVVXHV� VXFK� DV� FRUSRUDWH� VRFLDO� DQG� HQYLURQPHQWDO� UHVSRQVLELOLW\��&65HVS��� FRUSRUDWH� JRYHUQDQFH� DQG� FRUSRUDWH� VXVWDLQDELOLW\�� $V� VXFK�� 2/7�� GHVSLWH� LWV�UHODWLYH� \RXWK�� PD\� KDYH� PXFK� WR� RIIHU� QRW� RQO\� LQ� WHUPV� RI� H[SODLQLQJ� DQG� XQGHUVWDQGLQJ�PDQDJHULDO�EHKDYLRXU�EXW�DOVR�LQ�UHODWLRQ�WR�SXEOLF�LQWHUHVW�DQG�UHJXODWRU\�LVVXHV��VHH�&KDSWHU�����
1RWHV�� )RU�D�GLVFXVVLRQ�RI�YDOXHV��DWWLWXGHV�DQG�QRUPV�LQ�WKH�FRQWH[W�RI�RUJDQL]DWLRQDO�OHJLWLPDF\��VHH��IRU�H[DPSOH�� %RXOGLQJ� �������� $FFRUGLQJ� WR� %RXOGLQJ� �������� EXVLQHVV� RUJDQL]DWLRQV� RSHUDWLQJ� LQ�SOXUDOLVWLF� VRFLHWLHV� �VHH�&KDSWHU����DUH� VXEMHFWHG� WR�SXEOLF�SROLF\�SUHVVXUHV�FRQVLVWLQJ�RI� WKUHH�QRQ�PDUNHW�HQYLURQPHQWV��WKH�FXOWXUDO�HQYLURQPHQW�ZKLFK�FRQVLVWV�RI�YDOXHV�DQG�DWWLWXGHV�RI�WKH�JHQHUDO� SRSXODWLRQ�� WKH� SROLWLFDO� HQYLURQPHQW�� ZKLFK� FRQVWDQWO\� FUHDWHV� QHZ� ODZV� DQG� QHZ�VDQFWLRQV�� DQG�� WKH� OHJDO� HQYLURQPHQW� ZKLFK� HQFRPSDVVHV� WKH� ODZV�� UHJXODWLRQV� DQG� SRVVLEOH�VDQFWLRQV� XQGHU�ZKLFK� LW� RSHUDWHV��7KHVH� FXOWXUDO�� SROLWLFDO� DQG� OHJDO� HQYLURQPHQWV� DUH� VHHQ�DV�LQWHUDFWLQJ�ZLWK�HDFK�RWKHU�VXFK�WKDW�FXOWXUDO�FKDQJHV�FDQ�KDYH�D�VLJQLILFDQW�LPSDFW�RQ�SROLWLFDO�DFWLRQ�DQG��VXEVHTXHQWO\��RQ�WKH�OHJDO�VWUXFWXUH��%RXOGLQJ���������,Q�WKH�����V��IRU�H[DPSOH��WKH�
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JURZWK�RI� WKH� µJUHHQ¶�PRYHPHQW�� QRWDEO\� HQYLURQPHQWDOLVWV�� DQG� WKH� UHDFWLRQ�RI� D�EURDG�FURVV�VHFWLRQ�RI�VRFLHW\�LQFOXGLQJ�FXVWRPHUV��LQYHVWRUV��JRYHUQPHQWV�WR�HQYLURQPHQWDO�GLVDVWHUV�VXFK�DV�WKH�([[RQ�9DOGH] LQFLGHQW�LQGLFDWHG�WKDW�FRQFHUQV�DERXW�WKH�HQYLURQPHQW�ZHUH�QR�ORQJHU�OLPLWHG�WR�IULQJH�SROLWLFDO�JURXSV�EXW�KDG�HQWHUHG�WKH�FRQVFLRXVQHVV�RI�WKH�ZLGHU�FRPPXQLW\��)UHHGPDQ���������� :HEHU¶V��������WKHRU\�RI�OHJLWLPDF\�VWUHVVHV�WKH�LPSRUWDQFH�RI� IROORZHUV¶�EHOLHIV�DQG�GUDZV�RQ�WKH�QRWLRQ�WKDW�WKHUH�DUH�WKUHH�LGHRORJLFDO�EDVHV�WR�OHJLWLPDF\��WUDGLWLRQDO��FKDULVPDWLF��DQG��OHJDO�UDWLRQDO��ZKLFK�PD\�FRQIHU�DXWKRULW\��DQG�WKXV�SRZHU��RQ�UXOHUV��/HJDO�UDWLRQDO�DXWKRULW\�ZDV�IRU�:HEHU��������WKH�FKDUDFWHULVWLF�IRUP�RI�DXWKRULW\�LQ�PRGHUQ�EXUHDXFUDWLF�VRFLHWLHV�FRPSULVHG�RI�ODUJH�� SULYDWH� RUJDQL]DWLRQV� SXUVXLQJ� D� YDULHW\� RI� JRDOV�� 8QGHU� WKLV� QRWLRQ� RI� DXWKRULW\�� D�FRPPDQG�RU�LQVWUXFWLRQ�LV�VHHQ�DV�OHJLWLPDWH�DQG�DXWKRULWDWLYH�LI�LW�LV�LVVXHG�E\�WKH�FRUUHFW�RIILFH��XQGHU� WKH�DSSURSULDWH� UHJXODWLRQV�DQG�DFFRUGLQJ� WR�DSSURSULDWH�SURFHGXUHV� �$EHUFURPELH� HW�DO����������+HQFH�� WKH�DXWKRULW\�RI�FRUSRUDWH�RIILFLDOV�FDPH� WR�GHSHQG�QRW�RQ� WKHLU�FKDULVPD�RU�DQ\�WUDGLWLRQ��EXW�RQ�D�FRQVHQVXV�DV�WR�WKH�YDOLGLW\�RI�D�VHW�RU�UXOHV�DQG�SURFHGXUHV�ZKLFK�DUH�SHUFHLYHG�DV� EHLQJ� IDLU�� UDWLRQDO� DQG� LPSDUWLDO� �$EHUFURPELH� HW� DO��� ������� 7KLV� VXEMHFWLYLVW� DSSURDFK� WR�OHJLWLPDF\�OHG�:HEHU�WR�DUJXH�WKDW�D�VWDWH�FRXOG�QRW�EH�OHJLWLPDWHG�VLPSO\�E\�UHIHUHQFH�WR�WKH�UXOH�RI�ODZ�DQG�WKDW�VWDWHV�ZKLFK�DFWHG�EH\RQG�WKH�VFRSH�RI�SXEOLF�FRQVHQW�KDG�D�µOHJLWLPDWLRQ�GHILFLW¶��0RUH�UHFHQWO\��+DEHUPDV������D��LQWURGXFHG�WKH�WHUP�µOHJLWLPDWLRQ�FULVLV¶�DV�SDUW�RI�KLV�JHQHUDO�DUJXPHQW�WKDW�DOO�VRFLDO�V\VWHPV�UHTXLUH�VRPH�PHFKDQLVP�ZKLFK�JLYHV�WKHP�OHJLWLPDF\��� 'DKO��������DVVHUWV�WKDW�� LQ�D�GHPRFUDWLF�RUGHU��MXGJHPHQWV�DV�WR�ZKDW�LV�EHQHILFLDO�DQG�ZKDW�LV�KDUPIXO� VKRXOG� UHVW�ZLWK� WKH� UHOHYDQW�GHPRV�DQG� LWV� UHSUHVHQWDWLYHV�� DFWLQJ� WKURXJK�GHPRFUDWLF�SURFHGXUHV�DQG�LQVWLWXWLRQV��6XFK�DQ�DVVHUWLRQ�UHSUHVHQWV�RQH�PRGHO�RI�GHPRFUDF\��2WKHU�PRGHOV�H[LVW��DOO�RI�ZKLFK�ZUHVWOH�ZLWK�KRZ�WR�EDODQFH�WKH�FRPSHWLQJ�FODLPV��ULJKWV�DQG�UHVSRQVLELOLWLHV�RI�WKH�FRQVWLWXHQW�HOHPHQWV�RI�D�VRFLHW\��VHH��IRU�H[DPSOH��+HOG���������� 7KXV��WKLV�PRGHO�RI�OHJLWLPDF\�WKHRU\�PRYHV�FORVHU�WR�D�FODVVLFDO�SROLWLFDO�HFRQRP\�YLVXDOL]DWLRQ�RI�VRFLHW\��RQH�LQ�ZKLFK�VRFLHW\��SROLWLFV�DQG�HFRQRPLFV�DUH�FRQVLGHUHG�LQVHSDUDEOH�HOHPHQWV�RI�WKH�VRFLDO�ZRUOG�LQ�ZKLFK�KXPDQ�DFWLRQ�WDNHV�SODFH��)RU�H[DPSOHV�RI�WKH�DSSOLFDWLRQ�RI�SROLWLFDO�HFRQRP\ LQ�DFFRXQWLQJ��VHH�&RRSHU�DQG�6KHUHU����������� 7KH� VDPH� DUJXPHQW� DSSOLHV� RI� FRXUVH� WR� HFRQRPLF� DJHQF\� WKHRU\� �VHH�&KDSWHU� ���� )RU� D�PRUH�GHWDLOHG�GLVFXVVLRQ�RI�KRZ�FODVVLFDO�SROLWLFDO�HFRQRP\�GLIIHUV�IURP�ERXUJHRLV�SROLWLFDO�HFRQRP\�LQ�WKH�FRQWH[W�RI�OHJLWLPDF\�WKHRU\�DQG�&65��VHH��IRU�H[DPSOH��$UQROG��������*XWKULH�DQG�3DUNHU��������/HKPDQ��������1HLPDUN��������7LQNHU�HW�DO���������� :RRGZDUG�HW�DO�¶V��������XVHIXO�FRQWULEXWLRQ�WR�DFFRXQWDELOLW\�WKHRU\��DJHQF\�WKHRU\��VWDNHKROGHU�WKHRU\�� RUJDQL]DWLRQDO� OHJLWLPDF\� WKHRU\� DQG� SROLWLFDO� HFRQRP\� RI� DFFRXQWLQJ� WKHRU\� LV� QRW�H[SORUHG� LQ� WKLV�VWXG\��7KHLU�PRGHO�RI�FRUSRUDWH�VRFLDO�UHVSRQVLELOLW\�HVVHQWLDOO\�GUDZV�WRJHWKHU�WKHVH� YDULRXV� WKHRULHV� WR� H[SORUH� DQG� H[SODLQ� KRZ� &65� PD\� LQYROYH� ERWK� DWWHPSWV� DW� DJHQGD�VHWWLQJ� �SURDFWLYH�� DQG� OHJLWLPDF\� �UHDFWLYH�� LQ� D� SULQFLSDO�DJHQW�QHR�SOXUDOLVW�DFFRXQWDELOLW\�FRQWH[W� ZKHUH� GLIIHUHQW� VWDNHKROGHU� JURXSV� DUH� VHHQ� DV� EHFRPLQJ�PRUH� GHPDQGLQJ� LQ� WHUPV�RI�WKHLU�H[SHFWDWLRQV�RI�EXVLQHVV��7KH�H[WHQW�WR�ZKLFK�WKHVH�YDULRXV�WKHRULHV DUH�VHHQ�DV�RYHUODSSLQJ�DQG�WKXV�VXEVXPDEOH�ZLWKLQ�D�VLQJOH�PRGHO�LV��DUJXDEO\��D�PpODQJH RI�HPSLULFDO�HYLGHQFH��VRFLDO�FRQVWUXFWLRQ�DQG�SHUVRQDO�FRQYLFWLRQ��)RU�WKH�SXUSRVHV�RI�WKH�SUHVHQW�VWXG\��WKHVH�YDULRXV�WKHRULHV�DUH�WUHDWHG�DV��SUHGRPLQDQWO\��VHSDUDWH�DQG�VHSDUDEOH�VLQFH�LW�LV�WKH�DXWKRU¶V�SHUVSHFWLYH�WKDW�E\�GRLQJ�VR�LW�LV�SRVVLEOH�WR�GUDZ�RXW�PRUH�FOHDUO\�WKH�GLVWLQJXLVKLQJ�IHDWXUHV�RI�HDFK�WKHRU\�LQ�WKH�FRQWH[W�RI�&65��+HQFH��ZKLOVW�&65�PD\�EH�XVHG�IRU�OHJLWLPLVLQJ�HQGV��RWKHU�WDFWLFV��H�J��OREE\LQJ�RI�JRYHUQPHQW�ERGLHV��PD\�EH�XVHG�IRU�DJHQGD�VHWWLQJ��7KXV��LW�LV�LPSRUWDQW�WR�NHHS�LQ�PLQG�WKDW�SRZHUIXO� RUJDQL]DWLRQV� PD\� HPSOR\� D� UDQJH� RI� WDFWLFV� ZLWK� ZKLFK� WR� ERWK� PDQDJH� SXEOLF�SHUFHSWLRQV�DQG�FRQWURO�SROLWLFDO��L�H��JRYHUQPHQW��DJHQGDV��� 6WDNHKROGHU�DQG�OHJLWLPDF\�WKHRULHV�DUH�VWLOO�YHU\�QHZ�WR�&65�DQG�IDU�IURP�IXOO\�IOHGJHG�WKHRULHV��,Q�WKDW�FRQWH[W��WKH\�DUH�VHHQ�DV�SURYLGLQJ�XVHIXO�IUDPHZRUNV�IRU�VWXG\LQJ�&65�SUDFWLFH�EXW�LW�LV�LPSRUWDQW�WR�DSSUHFLDWH�WKDW�³«�ZH�DUH�D�YHU\�ORQJ�ZD\�IURP�DQ\�FRPSOHWH�XQGHUVWDQGLQJ�RI�ZK\�RUJDQL]DWLRQV� GR� �DQG� GR� QRW�� XQGHUWDNH� VRFLDO� DQG� HQYLURQPHQWDO� DFFRXQWLQJ� DQG� GLVFORVXUH´��*UD\�HW�DO��������S������� 1XPHURXV� WHUPV� DUH� XVHG� LQ� HYHU\GD\� ODQJXDJH� WR� GHVFULEH� µLQWHUHVW� JURXSV¶�� LQFOXGLQJ� DOVR�µVSHFLDO�LQWHUHVW�JURXSV¶��µSUHVVXUH�JURXSV¶�DQG�µOREE\�RUJDQL]DWLRQV¶��7KH�(XURSHDQ�&RPPLVVLRQ�
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�&(&������D���IRU�H[DPSOH��PDNHV�D�GLVWLQFWLRQ�EHWZHHQ�WZR�FDWHJRULHV�RI�LQWHUHVW�JURXSV��QRW �IRU�SURILW�RUJDQL]DWLRQV�DQG�SURILW�PDNLQJ�RUJDQL]DWLRQV��7KH�IRFXV�RI�WKH�SUHVHQW�VWXG\�LV�RQ�WKH�IRUPHU��ZKLFK�FRPSULVH�(XURSHDQ��LQWHUQDWLRQDO�DQG�QDWLRQDO�IHGHUDWLRQV�DQG�DVVRFLDWLRQV��:LWKLQ�WKH�OHJLWLPDF\�WKHRU\�OLWHUDWXUH��µLQWHUHVW�JURXSV¶�DUH�JLYHQ�GLIIHUHQW�ODEHOV��LQFOXGLQJ�µFRQIHUULQJ�SXEOLFV¶��2¶'RQRYDQ������E���µUHOHYDQW�SXEOLFV¶��%XKU��������/LQGEORP��������1HX�HW�DO����������µFRQVWLWXHQWV¶� �%DQVDO���������DQG�µVRFLDO�DFWRUV¶��$VKIRUWK�DQG�*LEEV��������'HHSKRXVH��������3IHIIHU�DQG�6DODQFLN���������(VVHQWLDOO\��WKHVH�GLIIHUHQW�ODEHOV�KDYH�WKH�VDPH�PHDQLQJ��� 7KH� UHIHUHQFH� WR� µSHHU¶� RU� µVXSHURUGLQDWH¶� V\VWHPV� LV� FRQVLVWHQW� ZLWK� WKH� HDUOLHU� ZRUN� RI� ERWK�3DUVRQV��������DQG�7KRPSVRQ��������ZKR�DUJXHG�WKDW�OHJLWLPDWLRQ�WDNHV�SODFH�DW�WKH�LQVWLWXWLRQDO�OHYHO�RI�IRUPDO�RUJDQL]DWLRQV��6XFK�QRWLRQV�RI�OHJLWLPDF\�DOVR�WLH�LQ�ZLWK�WKH�JHQHUDO�UHDVVHVVPHQW�RI� WKH� UHODWLRQVKLS� EHWZHHQ� EXVLQHVV� DQG� VRFLHW\� DQG� WKH� GHEDWH� RYHU� FRUSRUDWH� VRFLDO�UHVSRQVLELOLW\�ZKLFK�WRRN�SODFH�LQ�WKH�����V�DQG�����V��DV�SUHVHQWHG�LQ�&KDSWHU����8QWLO�UHODWLYHO\�UHFHQWO\��OHJLWLPDF\�ZDV�JHQHUDOO\�UHJDUGHG�DV�UHODWLQJ�WR�RQO\�HFRQRPLF SHUIRUPDQFH��VXFK�WKDW�DV�ORQJ�DV�D�ILUP�ZDV�HFRQRPLFDOO\�VXFFHVVIXO��L�H��SURILWDEOH��LW�ZDV�UHZDUGHG�ZLWK�OHJLWLPDWLRQ��3DWWHQ�� ������� ,Q� RWKHU� ZRUGV�� VR� ORQJ� DV� D� FRPSDQ\� ZDV� SURILWDEOH�� LW� OHJLWLPLVHG� LWVHOI� �'H�9LOOLHUV� DQG� %DUQDUG� ������� +RZHYHU�� SURSRQHQWV� RI� OHJLWLPDF\� WKHRU\� DUJXH� WKDW� VRFLHW\¶V�SHUFHSWLRQV�RI�WKH�VRFLDO�UHVSRQVLELOLWLHV�RI�EXVLQHVV� FKDQJHG LQ�WKH�����V�DQG�����V��UHTXLULQJ�EXVLQHVV� WR� SD\� PXFK� PRUH� DWWHQWLRQ� WR� QRQ�HFRQRPLF� LVVXHV�� LQFOXGLQJ� HWKLFDO�� VRFLDO� DQGHQYLURQPHQWDO�PDWWHUV���� +RZHYHU�� QR� DWWHPSW� LV� PDGH� XQGHU� WKH� ERXUJHRLV� PRGHO� RI� OHJLWLPDF\� WR� H[SORUH� WKH� ZD\� LQ�ZKLFK� WKH� YDOXHV�� QRUPV� DQG� H[SHFWDWLRQV� RI� VRFLHW\� DUH� LQIOXHQFHG� E\� ODUJH� EXVLQHVV�RUJDQL]DWLRQV�� ,Q� HIIHFW�� WKHVH� YDOXHV� DQG�QRUPV�GR�QRW� IRUP�SDUW� RI� WKH� DQDO\VLV�RWKHU� WKDQ� WR�VHUYH�DV�D�UHIHUHQFH�SRLQW��ZLWK�RUJDQL]DWLRQV�GHSLFWHG�DV�UHDFWLQJ�WR�D�FKDQJLQJ�VHW�RI�YDOXHV�DQG�H[SHFWDWLRQV��$�FHQWUDO�FULWLTXH�RI�FODVVLFDO�SROLWLFDO�HFRQRP\�LV�WKDW�ODUJH�EXVLQHVV�RUJDQL]DWLRQV�KDYH�WKH�SRZHU�DQG�UHVRXUFHV�WR�PDQDJH�DQG�FRQWURO�D�VRFLHW\¶V�YDOXHV��QRUPV�DQG�H[SHFWDWLRQV�DQG�GR� VR� WKURXJK�D�SURFHVV�RI�GRPLQDWLRQ�� H[SORLWDWLRQ��GHSULYDWLRQ��PDQLSXODWLRQ��PHGLDWLRQ��VXSSUHVVLRQ�� P\VWLILFDWLRQ� DQG� REIXVFDWLRQ� �VHH� 7DEOH� ���� &KDSWHU� ���� )URP� WKLV� SHUVSHFWLYH��DFFRXQWLQJ�LV�MXVW�SDUW�RI�VXFK�D�SURFHVV��,W�VKRXOG�EH�HYLGHQW��WKHQ��ZK\�WKH�0DU[LDQ�DQDO\VLV�LV�QRW�VR�PXFK�FRQFHUQHG�ZLWK�KRZ�EXVLQHVV�RUJDQL]DWLRQV�UHDFW�WKURXJK�VRFLDO�GLVFORVXUH�SROLFLHV�JLYHQ�WKDW�LWV�FRQFHUQ�LV�ZLWK�D�PXFK�PRUH�GLVWXUELQJ�DJHQGD��RQH�LQ�ZKLFK�HOHFWHG�JRYHUQPHQWV�DUH� VHHQ�DV�QR�PRUH� WKDQ�SXSSHWV�RI� WKH�FDSLWDOLVW� V\VWHP�� ,Q� WKH�VSHFLILF�FRQWH[W�RI�VRFLDO�DQG�HQYLURQPHQWDO�LVVXHV��LW�LV�VXJJHVWHG�WKDW�WKLV�DQDO\VLV�KDV�PXFK�WR�RIIHU��VHH�&KDSWHU����DQG�������� 7KH�QRWLRQ�WKDW�RUJDQL]DWLRQV�H[LVW� LQ�VRFLHW\�XQGHU�DQ�H[SUHVVHG�RU�LPSOLHG�FRQWUDFW�LV�QRWKLQJ�QHZ�� EHLQJ� D� GHYHORSPHQW� RI� RXW� D� EUDQFK� RI� SROLWLFDO� SKLORVRSK\� ZKLFK� YLHZHG� WKH� VRFLDO�FRQWUDFW�SULPDULO\�DV�D�SROLWLFDO�WKHRU\�LQ�WHUPV�RI�H[SODLQLQJ�WKH�VXSSRVHG�UHODWLRQVKLS�EHWZHHQ�D�JRYHUQPHQW�DQG�LWV�SHRSOHV��VHH��IRU�H[DPSOH��7KRPDV�+REEHV��������������-RKQ�/RFNH�������������DQG�-HDQ�-DFTXHV�5RXVVHDX�������������6XFK�ZULWHUV�DUJXHG�WKDW�VRFLHW\�LQ�JHQHUDO�DFFHSWV�DQ� RYHUULGLQJ� FRQWURO� RYHU� LQGLYLGXDO� IUHHGRPV� LQ� RUGHU� WR� DFKLHYH� FROOHFWLYH� JRDOV� �0DWKHZV���������+RZHYHU�� LW� LV�RQO\�UHFHQWO\� WKDW� WKLV�QRWLRQ�KDV�EHHQ�XVHG�LQ�D�EXVLQHVV�DQG�DFFRXQWLQJ�FRQWH[W� �VHH�� IRU� H[DPSOH�� 6KRFNHU� DQG� 6HWKL�� ������� 7KH� ODWWHU� FRQFHSW� YLHZV� VRFLHW\� DV� D�FROOHFWLRQ� RI� LQGLYLGXDOV� DQG� IDFWLRQV� ZKLFK� SURYLGHV� EXVLQHVV� RUJDQL]DWLRQV� ZLWK� WKHLU� OHJDO�VWDQGLQJ��DWWULEXWHV�DQG�DXWKRULW\�WR�RZQ�DQG�XVH�FRPPRQ�UHVRXUFHV�DQG�WR�KLUH�HPSOR\HHV��7KH�EXVLQHVV�RUJDQL]DWLRQ�LV�VHHQ�DV�KDYLQJ�QR�LQKHUHQW�ULJKWV�WR�WKH�EHQHILWV�GHULYHG�IURP�WKH�XVH�RI�WKHVH�JRRGV�DQG�VHUYLFHV��UDWKHU��LQ�RUGHU�WR�SHUPLW�WKHLU�XVH��VRFLHW\�LV�DUJXHG�WR�H[SHFW�FHUWDLQ�EHQHILWV�ZKLFK�DUH�SUHVXPHG�WR�H[FHHG�WKH�FRVWV�WR�VRFLHW\��0DWKHZV����������� ,Q� RWKHU� ZRUGV�� D� SHRSOH¶V� VXUUHQGHU� RI� FRQWURO� RYHU� WKHLU� HQYLURQPHQWV� LV� PDGH� RQ� WKH� SUH�FRQGLWLRQ� WKDW� EXVLQHVV� GHOLYHUV� RQ� LWV� VRFLDO� FRQWUDFW��6RFLDO�EHQHILWV� DQG�FRVWV� LQ� WKLV� FRQWH[W�LQFOXGH� PDWHULDO� EHQHILWV� VXFK� DV� HPSOR\PHQW� DQG� ZDJHV�� DV� ZHOO� DV� VRFLDO� FRVWV� VXFK� DV�DOLHQDWLRQ�� ORVV� RI� FRQWURO� RYHU� ZRUNLQJ� FRQGLWLRQV� DQG� ZRUNLQJ� SUDFWLFHV�� DQG� HQYLURQPHQWDO�FRVWV�GXH�WR�SROOXWLRQ�DQG�GHSOHWLRQ�RI�WKH�HDUWK¶V�QDWXUDO�UHVRXUFHV��,Q�WKDW�FRQWH[W��LW�PD\�EH�VHHQ�ZK\�WKH�SUHVHQW�FULVLV�LQ�UHODWLRQ�WR�µVXVWDLQDELOLW\¶�LV�RQH�ZKLFK�EXVLQHVV�KDV�WR�ZLQ�DQG�VHHNV�WR�GR�VR�E\�SUHVHQWLQJ�LWVHOI�DV�EHLQJ�µVXVWDLQDEOH¶�IURP�D�µEXVLQHVV�DV�XVXDO¶�SHUVSHFWLYH���� 6XFK� D� SRVLWLRQ� ZRXOG� VHHP� WR� KDYH� EHHQ� DGRSWHG� E\� WKH� 86� 6HFXULWLHV� DQG� ([FKDQJH�&RPPLVVLRQ¶V��6(&��UHSRUWLQJ�UHTXLUHPHQWV�IRU�HQYLURQPHQWDO�GLVFORVXUH��6(&��������������
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��� ,Q� WKH� SUHYLRXV� FKDSWHU��PDQDJHULDO� VWDNHKROGHU� WKHRU\� �067��ZDV�XVHG� WR�GHILQH� VWDNHKROGHUV�IURP�WKH�SHUVSHFWLYH�RI�WKH�RUJDQL]DWLRQ��+HUH��DQ�RUJDQL]DWLRQDO�OHJLWLPDF\�WKHRU\��2/7��LV�XVHG�WR�GHILQH� WKH�µUHOHYDQW�SXEOLFV¶� IURP�WKH�SHUVSHFWLYH�RI� VRFLHW\��7KH� ODWWHU WKHRU\¶V�UHIHUHQFH� WR�µUHOHYDQW�SXEOLFV¶�UDWKHU�WKDQ�µVWDNHKROGHUV¶�LV�ERWK�GHOLEHUDWH�DQG�LQVWUXFWLYH��$OWKRXJK�D�OLQN�FDQ�EH� GUDZQ� EHWZHHQ� 2/7� DQG� 067� LQ� WKH� VHQVH� WKDW� ERWK� WKHRULHV� UHFRJQL]H� WKH� H[LVWHQFH� RI�PXOWLSOH�FRQVWLWXHQFLHV�ZLWKLQ�VRFLHW\��&DPSEHOO���������WKH�QDWXUH�RI�WKHVH�FRQVWLWXHQFLHV�XQGHU�WKH�WZR�WKHRULHV�LV�TXLWH�GLIIHUHQW��8QGHU�067��VWDNHKROGHU�JURXSV�DUH�GHILQHG�E\�WKH�RUJDQL]DWLRQ�ZKLFK�LV�GHSLFWHG�DV�DFWLYHO\�LQWHQW�RQ�PDQDJLQJ�WKHLU�YDULRXV�LQWHUHVWV�IURP�WKH�SHUVSHFWLYH�RI�WKH�RUJDQL]DWLRQ¶V� JRDOV� DV� D� ZKROH�� 8QGHU� 2/7�� VRFLHW\� LWVHOI� LV� VHHQ� DV� PDGH� XS� RI� YDULRXV�FRQVWLWXHQFLHV�ZKLFK�KDYH�WKH�SRZHU�WR�JUDQW�RU�ZLWKKROG�OHJLWLPDF\��VHH��IRU�H[DPSOH��(OVEDFK���������ZLWK�RUJDQL]DWLRQV�UHDFWLQJ�WR�DQ\�WKUHDWV�WR�WKHLU�OHJLWLPDF\��0RUHRYHU��OHJLWLPDF\�WKHRU\�DUJXHV�WKDW�VRFLHWLHV�FDQ�EH�VHHQ�DV�DGKHULQJ�WR�D�VHW�RI�QRUPV�DQG�YDOXHV�ZKLFK�HVWDEOLVK�ZKDW�LV�FRQVLGHUHG� SHUPLVVLEOH� DQG� ZKDW� LV� QRW�� 7KH� YDOXHV� DQG� QRUPV� RI� VRFLHW\� DV� D� ZKROH� DUH� D�IXQGDPHQWDO�DWWULEXWH�RI�OHJLWLPDF\�WKHRU\�DQG�FOHDUO\�GLVWLQJXLVK�LW�IURP�WKH�PDQDJHULDO�PRGHO�RI�VWDNHKROGHU� WKHRU\�� %XVLQHVV� RUJDQL]DWLRQV�� DV� ZLWK� DQ\� RWKHU� LQVWLWXWLRQ� RU� LQGLYLGXDO� DUH� QRW�DERYH�WKHVH�QRUPV�DQG�YDOXHV�EXW�PXVW�EH�VHHQ�WR�EH�RSHUDWLQJ�ZLWKLQ�WKH��XQZULWWHQ��WHUPV�RI�WKH�VRFLDO� FRQWUDFW� EHWZHHQ� EXVLQHVV� DQG� VRFLHW\�� :KHUHDV� 067� IRFXVHV� RQ� KRZ� WKH� RUJDQL]DWLRQ�PDQDJHV�LWV�UHODWLRQVKLS�ZLWK�LWV�JURXSV�RI�VWDNHKROGHUV�ZKRVH�UHODWLYH�LQWHUHVWV��QHHGV�DQG�ZDQWV�DUH�RIWHQ�LQ�FRQIOLFW�ZLWK�RQH�DQRWKHU�DQG�ZLWK�WKH�RUJDQL]DWLRQ��2/7�LV�FRQFHUQHG�ZLWK�KRZ�DQ�RUJDQL]DWLRQ�VHHNV�WR�SUHVHUYH�WKH�VWDWXV�RI�OHJLWLPDF\�LQ�WKH�H\HV�RI�VRFLHW\�DV�D�ZKROH���� :RRGZDUG� HW� DO�� �������� IRU� H[DPSOH�� SURYLGH� HYLGHQFH� ZKLFK� VXJJHVWV� WKDW� ODUJH� EXVLQHVV�RUJDQL]DWLRQV�PD\�EH�PRYLQJ�WRZDUGV�WKH�YLHZ�WKDW�H[SHFWDWLRQV�DERXW�VRFLDO�DQG�HQYLURQPHQWDO�SHUIRUPDQFH�DUH�FORVLQJ�EHWZHHQ�WKH�QDWLRQV�WKURXJKRXW�WKH�ZRUOG��DQG�WKXV�RI�WKH�FRQGXFW�ZKLFK�VRFLHWLHV�HYHU\ZKHUH�GHHP�DFFHSWDEOH���� 7KH�FRQFHSW�RI�D�OHJLWLPDF\�µJDS¶�LV�IDU�IURP�QHZ��:HEHU���������IRU�H[DPSOH��DUJXHG�WKDW�QDWLRQ�VWDWHV�ZKLFK�DFWHG�EH\RQG�WKH�VFRSH�RI�SXEOLF�FRQVHQW�KDG�D�µOHJLWLPDWLRQ�GHILFLW¶��7KH�FRQFHSW�RI�D�µOHJLWLPDF\�JDS¶�LQ�WKH�FDVH�RI�RUJDQL]DWLRQV�LV�QR�GLIIHUHQW���� 5LFKDUGVRQ��������HPSKDVLVHV�WKH�JURZLQJ�FHQWUDOLW\�RI�SUHVVXUH�JURXSV�WKURXJKRXW�WKH�SURFHVVHV�RI� LQGXVWULDOL]DWLRQ�DQG�GHPRFUDWLVDWLRQ��SDUWLFXODUO\� LQ�SRVW�LQGXVWULDO� VRFLHWLHV�ZKHUH�SUHVVXUH�JURXSV� DUH� VHHQ� DV� ³«� WKH� QHZ� EDURQV� ZKLFK� JRYHUQPHQWV� KDYH� WR� GHDO�� ,Q� WKLV� ODWWHU� VWDJH��LQWHUHVWV�ZKLFK�ZHUH�SUHYLRXVO\�LJQRUHG�RU�ZHUH�XQRUJDQLVHG�KDYH�PRELOL]HG�WR�D�GHJUHH�ZKLFK�RIWHQ�HTXDOV�WKDW�RI�WUDGLWLRQDO�SURGXFHU�JURXSV´��SS����������� 7KH�GHEDWH�DERXW�WKH�VRFLDO�UHVSRQVLELOLWLHV�RI�EXVLQHVV�LV�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\�EXW� ZH� PD\� QRWH� WKDW� DUJXPHQWV� IURP� DOO� VLGHV� DUH� EDVHG�� HVVHQWLDOO\�� RQ� SHUVRQDO� YDOXHV� DQG�EHOLHIV�DQG�DV�VXFK�VKRXOG�EH�VHHQ�LQ�WHUPV�RI�LGHRORJ\���� 1HYHUWKHOHVV�� WKHUH� LV� VRPH� GLVDJUHHPHQW� LQ� WKH� OLWHUDWXUH� RQ� ZKHWKHU� RU� QRW� EXVLQHVV�RUJDQL]DWLRQV�DUH�DEOH�WR�PDQDJH�OHJLWLPDF\�LQ�DQ\�UHDO�VHQVH��2QH�YLHZSRLQW�LV�WKDW�WKH\�FDQQRW��QRU� GR� WKH\� WU\� WR� GR� VR� �2¶'RQRYDQ�� ����E���5DWKHU� WKDQ� WU\LQJ� WR� LGHQWLI\� RU�PDQDJH� DOO�RI�VRFLHW\¶V�YDOXHV RU�WR�PDQDJH�DOO�LVVXHV�DQG�HYHQWV�WKDW DUH�LPSRUWDQW�WR�LWV�OHJLWLPDF\�DW�DQ\�SRLQW�LQ�WLPH��UHVHDUFK�VXJJHVWV�WKDW�RUJDQL]DWLRQV�IRFXV�RQ�WKRVH�LVVXHV�DQG�HYHQWV�ZKLFK�DUH�MXGJHG�DV�PRVW� LPSRUWDQW� LQ� UHODWLRQ� WR� WKH�RUJDQL]DWLRQ¶V� VXUYLYDO� DW� D�SDUWLFXODU� WLPH� �VHH�� IRU�H[DPSOH��*UHHQLQJ�DQG�*UD\��������0H]QDU�DQG�1LJK��������0LWFKHOO�HW�DO���������1DVL�HW�DO����������7KXV��EXVLQHVV�RUJDQL]DWLRQV�DUH�VHHQ�DV�PDQDJLQJ�OHJLWLPDF\�E\�LGHQWLI\LQJ�DQG�PDQDJLQJ�OHJLWLPDF\�JDSV�ZLWK�GLIIHUHQW�JURXSV�RI�UHOHYDQW�SXEOLFV�EDVHG�RQ�D�SHUFHLYHG WKUHDW�WR�OHJLWLPDF\�LQ�HDFK�FDVH��)URP�WKLV�SHUVSHFWLYH��³«�LI�OHJLWLPDF\�WKUHDWV�DUH OLQNHG�WR�LVVXHV�RU�HYHQWV��ZKLFK�FUHDWH�SXEOLF�SUHVVXUH�DQG�LQIOXHQFH�VRFLDO�YDOXHV��QR�ILUP�FDQ�DGGUHVV�LQ�DQ\�PHDQLQJIXO�ZD\��DOO�RI�WKH�KXQGUHGV�RI�LVVXHV�HYHQWV�WKDW�PD\�KDYH�VRPH�LPSDFW�RQ�LW��7KH�ILUP�PXVW�UDQN�WKH�LVVXHV�LW�KDV�LGHQWLILHG�VR�WKDW�LW�FDQ�GHYRWH�LWV�UHVRXUFHV�WR�WKRVH�WKDW�DUH�OLNHO\�WR�KDYH�WKH�JUHDWHVW�HIIHFW�RQ�LWV�IXWXUH� VXUYLYDO� DQG� YLDELOLW\´� �2¶'RQRYDQ� ����E�� S������ 0RUHRYHU�� DW� WKH� VDPH� WLPH� DV� EHLQJ�DZDUH�RI�LPSRUWDQW�LVVXHV�HYHQWV��LW�LV�DUJXHG�WKDW�RUJDQL]DWLRQV�PXVW�DOVR�LGHQWLI\�WKRVH�VHFWLRQV�RI� VRFLHW\� ZKR� SRVVHVV� WKH� SRZHU� WR� FRQIHU� RU� ZLWKGUDZ� OHJLWLPDF\� LQ� UHVSHFW� RI� WKRVH�LVVXHV�HYHQWV� �2¶'RQRYDQ�� ����E��� 2UJDQL]DWLRQDO� OHJLWLPDF\� LV� VDLG� WR� EH� PRUH� HIIHFWLYHO\�PDQDJHG�E\�IRFXVLQJ�RQ�WKH�YDOXHV�DQG�QRUPV�RI�WKRVH�VHFWLRQV�RI�VRFLHW\�ZKR�SRVVHVV�WKH�SRZHU�WR� FRQIHU� RU�ZLWKGUDZ� OHJLWLPDF\� UDWKHU� WKDQ� RQ� VRFLHW\¶V� YDOXHV� DQG�QRUPV� DV� D�ZKROH��7KXV��
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2¶'RQRYDQ� �����E�� DUJXHV� WKDW� D� FRPSDQ\� ZKRVH� OHJLWLPDF\� EHFRPHV� SUREOHPDWLF� ZLOO� DFW�SULPDULO\�E\�WDUJHWLQJ�LWV�FRPPXQLFDWLRQV�DW�WKRVH�UHOHYDQW�SXEOLFV�SHUFHLYHG�DV�EHLQJ�WKH�PRVW�LPSRUWDQW�LQ�LQIOXHQFLQJ�LWV�OHJLWLPDF\�VWDWXV���� 'RZOLQJ�DQG�3IHIIHU��������VXJJHVW�WKDW�WKH�SURFHVV�LV�PRUH�FRPSOLFDWHG�WKDQ�LV�VXJJHVWHG�KHUH��ZLWK� OHJLWLPDF\� EHLQJ� WKH� RXWFRPH� RI� WZR� UHODWHG� DFWLYLWLHV�� ILUVWO\�� WKH� OHJLWLPDWLRQ� VWUDWHJLHV�DGRSWHG� E\� D� EXVLQHVV� RUJDQL]DWLRQ� DQG�� VHFRQGO\�� WKH� DFWLRQV DIIHFWLQJ� D� VRFLHW\¶V� QRUPV� DQG�YDOXHV� WDNHQ� E\� RWKHU� JURXSV� DQG� RUJDQL]DWLRQV� ZLWKLQ� WKDW� VRFLHW\�� 7KH� H[WHQW� WR�ZKLFK� RWKHU�LQWHUHVW�JURXSV�FDQ�DQG GR�LQIOXHQFH UDWKHU�WKHQ�MXVW�UHIOHFW�WKH�FRQVFLHQFH�RI�D�QDWLRQ�VWDWH�LV�DQ�LPSRUWDQW�LVVXH��SDUWLFXODUO\�LQ�UHODWLRQ�WR�SUHVVXUH�JURXSV�DQG�SROLWLFDO�OREE\LQJ�E\�SURIHVVLRQDO�OREE\�RUJDQL]DWLRQV��EXW�RQH�ZKLFK�OLHV�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\���� 6SHFLILF�H[DPSOHV�RI� WKLV� VWUDWHJ\� WR�EH� IRXQG� LQ� WKH� OLWHUDWXUH� LQFOXGH��%XKU¶V� �������VWXG\�RI�)DOFRQEULGJH�� DQ� LQWHUQDWLRQDO� UHVRXUFH� FRPSDQ\� LQYROYHG� LQ� PLQLQJ� DQG� VPHOWLQJ� LQ� 2QWDULR��&DQDGD�� ZKLFK� XVHG� WDOOHU� VPRNHVWDFNV� LQ� WKH� ODWH� ����V� DQG� HDUO\ ����V� WR� GLVSHUVH� 62�HPLVVLRQV� IXUWKHU�ZD\� IURP� WKHLU� VRXUFH��'RZOLQJ� DQG�3IHIIHU¶V� ������� VWXG\�RI� WKH�$PHULFDQ�,QVWLWXWH� IRU� )RUHLJQ� 6WXG\� ZKLFK�� IDFHG� ZLWK� D� SUREOHP� RI� OHJLWLPDF\� EHFDXVH� RI� FULWLTXHV� RI�PHWKRGV� RI� RSHUDWLRQ�� HQJDJHG� LQ� D� YDULHW\� RI� OHJLWLPLVLQJ� WDFWLFV� LQFOXGLQJ� WKH� FR�RSWLQJ� RI�SURPLQHQW� HGXFDWLRQDO� DQG� SROLWLFDO� OHDGHUV�� WKH� XVH� RI� OHJLWLPDWH� RUJDQL]DWLRQV� DV� VLWHV� IRU� LWV�RSHUDWLRQV� DQG� WKH� LGHQWLILFDWLRQ� RI� LWV� RXWSXW� ZLWK� RWKHU� OHJLWLPDWH� RUJDQL]DWLRQV�� =DOG� DQG�'HQWRQ¶V��������KLVWRU\�RI�WKH�<0&$�ZKLFK�FKDQJHG�WKH�IRFXV�RI�LWV�RSHUDWLRQV�WR�EULQJ�WKHP�LQWR�OLQH�ZLWK�D�PRUH�VHFXODULVHG�$PHULFDQ�VRFLHW\���� 7KLV�LVVXH�LV�H[SORUHG�LQ�&KDSWHU�����6HFWLRQ������EDVHG�RQ�D�UHYLHZ�RI�FRPSDQ\�UHSRUWV�LQFOXGHG�LQ�WKH�SUHVHQW�VWXG\�EXW�LQ�D�VOLJKWO\�GLIIHUHQW�FRQWH[W���� 6HH�� IRU� H[DPSOH�� 'HHJDQ� HW� DO�� ������� ZKR� UHIHU� WR� WKH� 8QLRQ� &DUELGH� $XVWUDOLD� DQG� 1HZ�=HDODQG�/WG��*URXS�RI�FRPSDQLHV¶�VWDWHPHQW�LQ�LWV������DQQXDO�UHSRUW��ZKLFK�GLVWDQFHG�LWVHOI�IURP�WKH�8QLRQ�&DUELGH�GLVDVWHU�LQ�%KRSDO��,QGLD���� %DVHG� RQ� VHPL�VWUXFWXUHG� LQWHUYLHZV� ZLWK� ��� VHQLRU� H[HFXWLYHV� RI� ,ULVK� OLVWHG� FRPSDQLHV��2¶'Z\HU��������UHSRUWV�D�GRPLQDQW�SHUFHSWLRQ�DPRQJVW�WKRVH�LQWHUYLHZHG�WKDW�WKH�DQQXDO�UHSRUW�LV�QRW�DQ�DSSURSULDWH�SODFH�WR�LQFOXGH�&65�ZKHUH�D�FRPSDQ\�LV�VHHNLQJ�WR OHJLWLPLVH�LWV�DFWLYLWLHV��ZLWK� ��� RXW� RI� ��� LQWHUYLHZHHV� H[SUHVVLQJ� FRQFHUQV� DERXW� WKH� SRWHQWLDOO\� FRXQWHU�SURGXFWLYH�QDWXUH�RI�&65��2¶'Z\HU��������UHSRUWV�KLV�LQWHUYLHZHHV�DV�RIIHULQJ�WZR�OHDGLQJ�H[SODQDWLRQV�IRU�WKLV�YLHZ���L��&65�ZRXOG�QRW�EH�YLHZHG�IDYRXUDEO\�RU�FRQYLQFLQJ�E\�LWV�LQWHQGHG�WDUJHW�DXGLHQFH���LL�� &65� WHQGHG� WR� OHDYH� WKH� FRPSDQ\� RSHQ� WR� DWWDFN� RU� QHJDWLYH� UHDFWLRQV� DV� LW� FRXOG� FUHDWH�KHLJKWHQHG�H[SHFWDWLRQV�WKDW�UHPDLQ�XQIXOILOOHG��7KH�VHFRQG�H[SODQDWLRQ�DSSHDUV�WR�EH�EDVHG�RQ�H[SHULHQFH� PDQ\� RI� 2¶'Z\HU¶V� LQWHUYLHZHHV� VWDWLQJ� WKDW� WKHLU� &65� UHSRUWLQJ� YLD� WKH� DQQXDO�UHSRUW�KDG�EDFNILUHG�GXH�WR�WKHVH�GLVFORVXUHV�EHLQJ�XVHG�DV�D�µVWLFN�ZLWK�ZKLFK�WR�EHDW�WKHP¶���� 7KH� QRWLRQ� WKDW� RUJDQL]DWLRQV� DUH� FRQVWDQWO\� UHDFWLQJ� WR� WKUHDWV� WR� WKHLU� OHJLWLPDF\� GRHV� QRW�QHFHVVDULO\� LPSO\� FRPSOHWH� RUJDQL]DWLRQDO� LPSRWHQFH� LQ� WKH� FRQWH[W� RI� WKH� EXVLQHVV�VRFLHW\�UHODWLRQVKLS��3HUURZ���������IRU�H[DPSOH��DUJXHV�WKDW�ZKLOVW�RUJDQL]DWLRQV�GR�DGMXVW�WR�FKDQJHV�LQ�WKH�H[WHUQDO�HQYLURQPHQW��WKHLU�PDLQ�LPSHWXV�LV�GLUHFWHG�DW�HIIRUWV�WR�FRQWURO�DQG�PDQLSXODWH�WKDW�HQYLURQPHQW���� &RUSRUDWH�GLVFORVXUHV� FDQ�EH�XVHG� LQ� D�SROLWLFDO� HFRQRP\�DQDO\VLV� �VHH�� IRU� H[DPSOH��1HLPDUN��������%XKU��������LQ�H[SORULQJ�KRZ�FRUSRUDWH�UHSRUWV�DUH�XVHG�WR�LQIOXHQFH�GLVWULEXWLRQ�RI�LQFRPH�SRZHU DQG� ZHDOWK� DW� DQ� LQVWLWXWLRQDO� OHYHO� �WKLV� LVVXH� LV� H[SORUHG� LQ� &KDSWHU� ����� 6XFK� VWXGLHV�IRFXV�RQ�WKH�ZD\�LQ�ZKLFK�LQIRUPDWLRQ�LV�XVHG�LQ�D�VRFLR�SROLWLFDO�VHQVH�WR�PHGLDWH��PRGLI\�DQG�WUDQVIRUP� VWUXFWXUDO� FRQIOLFW� �VXFK� DV� IRU� H[DPSOH�� LQ� WHUPV� RI� WKH� WHQVLRQ� EHWZHHQ� FRUSRUDWH�SURILWV� DQG� HQYLURQPHQWDO� SROOXWLRQ��� ,Q� FRPSDULVRQ�� WKH� XVH� RI� 2/7� WR� VWXG\� FRUSRUDWH�GLVFORVXUHV� IRFXVHV�PRUH� RQ� WKH� XVH� RI� VXFK�GLVFORVXUHV� LQ� OHJLWLPLVLQJ� WKH�RUJDQL]DWLRQ� LQ� WKH�H\HV� RI� WKH� µUHOHYDQW� SXEOLFV¶�� VXFK� GLVFORVXUHV IRUPLQJ� SDUW� RI� WKH� V\PEROLF� ODQJXDJH� XVHG� WR�VRFLDOO\� FRQVWUXFW� DQ� LPSUHVVLRQ� RI� WKH� RUJDQL]DWLRQ� LQ� D� VRFLR�HFRQRPLF� FRQWH[W� LQ� UHODWLRQ� WR�DFWLYLWLHV� ZKLFK� KDYH� ERWK� HFRQRPLF� �PRVWO\� SRVLWLYH�� DQG� VRFLDO� DQG� HQYLURQPHQWDO� �RIWHQ�QHJDWLYH��LPSDFWV���� *XWKULH� DQG� 3DUNHU¶V� ������� VWXG\� ZDV� DQ� HDUO\� WHVW� RI� OHJLWLPDF\� WKHRU\� ZLWKLQ� WKH� &65�OLWHUDWXUH��7KH�DXWKRUV�LGHQWLILHG�VRFLDO�GLVFORVXUHV�LQ�WKH�DQQXDO�DQG�VHPL�DQQXDO�UHSRUWV�RI�%+3�/WG� RYHU� RQH� KXQGUHG� \HDUV� DQG� VRXJKW� WR� ILQG� DQ� DVVRFLDWLRQ� EHWZHHQ� WKHVH� GLVFORVXUHV� DQG�
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VSHFLILF�VRFLHWDO�IRUFHV�DQG�EHKDYLRXUV��SUR[LHV�IRU�ZKLFK�ZHUH�EDVHG�RQ�NH\�HFRQRPLF�GDWD��7KH�DXWKRUV�ZHUH�QRW�DEOH�WR�VXSSRUW�WKHLU�OHJLWLPDWLRQ�K\SRWKHVLV�IRU�ILYH�RXW�RI�WKH�VL[�FDWHJRULHV�RI�VRFLDO�GLVFORVXUHV��WKH�RQO\�H[FHSWLRQ�EHLQJ�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�GLVFORVXUHV���� 3DWWHQ¶V� �������DUJXPHQW�KHUH� LV�HVVHQWLDOO\� WKDW� WKH�([[RQ�9DOGH] LQFLGHQW�ZDV�VR�GUDPDWLF� LQ�WHUPV�RI�LWV�LPSDFW�RQ�WKH�DWWLWXGH�RI�WKH�JHQHUDO�SXEOLF�WRZDUGV�SHWUROHXP�FRPSDQLHV��SDUWLFXODUO\�LQ�1RUWK�$PHULFD��DV�WR�WKUHDWHQ�WKH�OHJLWLPDF\�RI�WKH�SHWUROHXP�LQGXVWU\�DV�D�ZKROH��6XFK�HYHQWV�DUH� VHPLQDO� DQG� H[WUDRUGLQDU\� LQ� WKLV� FRQWH[W� VLQFH� WKHLU� HIIHFW� LV� SRVLWHG� DV� JLYLQJ� ULVH� WR� D�ZKROHVDOH�VKLIW�LQ�WKH�JHQHUDO�SXEOLF¶V�SHUFHSWLRQV�DQG��SHUKDSV��H[SHFWDWLRQV�RI�ZKROH�LQGXVWULHV��+RZHYHU�� LW� LV� QRW� FOHDU�ZKHWKHU� VXFK� LPSDFWV� DUH� SHUPDQHQW� RU� VLPSO\� WHPSRUDU\��7KH�([[RQ�9DOGH] LQFLGHQW��WKRXJK�KLJKO\�SXEOLFLVHG��ZDV�QRW�WKH�ILUVW�RI�LWV�NLQG�ZLWK�VLPLODU�PDMRU�RLO�VSLOOV�RFFXUULQJ�ERWK�EHIRUH�DQG�DIWHU�������QRWDEO\�WKH�7RUUH\�&DQ\RQ �������8.���WKH�$PRFR�&DGL]�������)UDQFH���WKH $WODQWLF�([SUHVV��������:HVW�,QGLHV���WKH %UDHU �������6FRWODQG��8.��DQG�WKH3UHVWLJH �������6SDLQ����� 2¶'RQRYDQ¶V������D��DUJXPHQW�LV�SUHPLVHG�RQ�WKH�YLHZ�WKDW�OHJLWLPDF\�WKHRU\�LV�³«�GHSHQGHQW�XSRQ� XQGHUVWDQGLQJ� PDQDJHPHQW¶V� WKRXJKWV� DQG� SHUFHSWLRQV� DERXW� LVVXHV� DQG� DQ\� SRVVLEOH�LPSDFWV� PDQDJHPHQW� EHOLHYH� LWV� DFWLYLWLHV� PD\� KDYH� RQ� H[WHUQDO� SHUFHSWLRQV� RI� WKH� FRPSDQ\¶V�VRFLDO� SHUIRUPDQFH´� �S������ 7KLV� DUJXPHQW�� ZKLFK� FOHDUO\� UHIOHFWV� DQ� LQWHUSUHWLYH� DSSURDFK� WR�UHVHDUFK� E\� HPSKDVLVLQJ� XQGHUVWDQGLQJ� UDWKHU� WKDQ� SUHGLFWLRQ� DQG� H[SODQDWLRQ�� LV�� QRQHWKHOHVV��FRXFKHG�LQ�DQ�HSLVWHPRORJLFDO�SRVLWLRQ�ZKLFK�DVVXPHV�WKDW�ZH�FDQ�LQGHHG�µJHW�LQVLGH¶�WKH�PLQGV�RI�PDQDJHPHQW�WKURXJK�WKH�XVH�RI�VHPL�VWUXFWXUHG�LQWHUYLHZV��:KLOVW�LW�PD\�EH�SRVVLEOH�WR�KDYH�D�EHWWHU� XQGHUVWDQGLQJ� RI� WKH� SHUFHSWLRQV� DQG� DWWLWXGHV� RI� PDQDJHPHQW� E\� DVNLQJ� WKHP� GLUHFWO\��LQWHUYLHZV�DUH�WKHPVHOYHV�SUREOHPDWLF�VLQFH�PDQDJHPHQW�PD\�FKRRVH�WR�WHOO�D�VWRU\�ZKLFK�WKH\�ZDQW� RWKHUV� WR� EHOLHYH�� $� PRUH� GHWDLOHG� DQG� LQVLJKWIXO� XQGHUVWDQGLQJ� RI� PDQDJHPHQW¶V�SHUFHSWLRQV�� YLHZV� DQG� WKRXJKWV�PD\� UHTXLUH� WKH� XVH� RI� SKHQRPHQRORJLFDO� UHVHDUFK� WHFKQLTXHV��H�J��FULWLFDO�HWKQRJUDSK\��WKURXJK�ZKLFK�WKH�UHVHDUFKHU�HIIHFWLYHO\�LPPHUVHV�KHUVHOI�KLPVHOI�LQ�D�VSHFLILF� VLWXDWLRQ� DQG� WKHQ� VHHNV� WR� FRQVWUXFW� PHDQLQJ� DQG� XQGHUVWDQGLQJ� EDVHG� RQ� SHUVRQDO�REVHUYDWLRQV� DQG� H[SHULHQFHV� ZLWKLQ� WKDW� VHWWLQJ� �VHH�� IRU� H[DPSOH�� %DUOH\�� ������� )RU� PRUH�GHWDLOV�RI�WKLV�DSSURDFK�LQ�WKH�FRQWH[W�RI�VRFLDO�DFFRXQWLQJ�VHH� IRU�H[DPSOH��'H\����������������� $�PRUH�GHWDLOHG�LQYHVWLJDWLRQ�ZRXOG�EH�QHFHVVDU\�WR�GHWHUPLQH�ZKHWKHU�WKH�FRPSDQLHV�LQ�TXHVWLRQ�ZHUH� VHHNLQJ� WR� FKDQJH� WKH� SXEOLF¶V� H[SHFWDWLRQV RU� WR� PDQDJH� RU� PDQLSXODWH� WKH� SXEOLF¶V�SHUFHSWLRQV��7KH�NH\�GLIIHUHQFH�EHWZHHQ WKHVH�OHJLWLPDWLRQ�VWUDWHJLHV�OLHV�LQ�WKH�H[WHQW�WR�ZKLFK�WKH�FRPSDQ\�LV�VHHNLQJ�WR�µLQIRUP�DQG�HGXFDWH¶�WKH�SXEOLF�LQ�DQ�KRQHVW��FUHGLEOH�ZD\�GXH�WR�VRPH�UHDO�RU�SHUFHLYHG�µLQIRUPDWLRQ�JDS¶�RU�WR�LQIOXHQFH�SHUFHSWLRQV�DFTXLUHG�DV�WKH�UHVXOW�RI�IDOVH�RU�LQFRPSOHWH� LQIRUPDWLRQ� IURP� RWKHU� VRXUFHV�� +RZHYHU�� WKH� PRUH� LPSRUWDQW� SRLQW� LQ� WKH� SUHVHQW�FRQWH[W�LV�WKDW�DQQXDO�UHSRUWV�VKRXOG�QRW�EH�VHHQ�DV�QHXWUDO�GRFXPHQWV���� $V�QRWHG�E\�2¶'RQRYDQ�������D��WKLV�ODWWHU�SXUSRVH�FRXOG�ZHOO�EH�VHUYHG�E\�VHSDUDWH�VWDQG�DORQH�HQYLURQPHQW� UHSRUWV� ZKLFK� SURYLGH� FRPSDQLHV� ZLWK� WKH� WLPH� DQG� VSDFH� WR� UHSRUW� GHWDLOHG�HQYLURQPHQWDO�SHUIRUPDQFH�LQIRUPDWLRQ�WR�WDUJHW DXGLHQFHV���� *UD\�HW�DO�¶V��������ORQJLWXGLQDO�VWXG\�VXJJHVWV�WKDW�VRFLHW\¶V�YDOXHV�DUH�QRW�SHUFHLYHG�DV�FRQVWDQW�EXW� FKDQJH� RYHU� WLPH�� WKXV� FKDQJLQJ� WKH� WHUPV� RI� WKH� µVRFLDO� FRQWUDFW¶� EHWZHHQ� EXVLQHVV� DQG�VRFLHW\��+RZHYHU��ZKLOVW�WKH�FRQFHSW�RI�D�VRFLDO�FRQWUDFW�PD\�EH�KHOSIXO�LQ�D�WKHRUHWLFDO�VHQVH��LW�OHDYHV� RSHQ� WKH� YHU\� SUDFWLFDO� LVVXH� RI� LGHQWLI\LQJ� WKH� WHUPV� DQG� FRQGLWLRQV� RI� WKDW� FRQWUDFW��,QGHHG��WKH�YHU\�IDFW�WKDW�WKH�WHUPV�RI�FRUSRUDWH�DFFRXQWDELOLW\�XQGHU�WKH�VRFLDO�FRQWUDFW�DUJXPHQW�DUH� REVFXUH� SURYLGHV� PDQDJHPHQW� ZLWK� WKH� ODWLWXGH� WR� XVH� &65�&('� DV� D� OHJLWLPDWLRQ� GHYLFH��.RNXEX�HW�DO����������)RU�D�GLVFXVVLRQ�RI�WKHVH�LVVXHV�LQ�WKH�ZLGHU�FRQWH[W�RI�µVRFLDO�SHUPLVVLRQ�WKHRU\¶��VHH��IRU�H[DPSOH��0DWKHZV��������S����HW�VHT����(VVHQWLDOO\��WKH�YDULRXV�PRGHOV�RI�VRFLDO�SHUPLVVLRQ�WKHRU\��LQFOXGLQJ�WKH�VRFLDO�FRQWUDFW��QRWLRQV�RI�RUJDQL]DWLRQDO�OHJLWLPDF\��JRYHUQPHQW�UHJXODWLRQ� DQG� VRFLDO� DXGLWV�� DUH� EDVHG� XSRQ� D� FRQVHQVXV� RU� KDUPRQLRXV� YLHZ�RI� WKH� QDWXUH� RI�VRFLHW\�± L�H��FRQVHQVXV�SROLWLFV��,Q�WKDW�FRQWH[W��RUJDQL]DWLRQDO�OHJLWLPDF\�WKHRU\�PD\�EH�VHHQ�DV�³«� WKH� SUDFWLFDO� H[SUHVVLRQ� RI� WKH� SKLORVRSKLFDO� SRVLWLRQ� DGRSWHG� E\� WKH� VRFLDO� SHUPLVVLRQ�WKHRULVWV��7KH�QRUPV�RI�VRFLHW\�FKDQJH�FRQWLQXDOO\�DQG�RUJDQL]DWLRQDO�PDQDJHPHQW�PXVW�DGDSW�WR�WKHVH�FKDQJHV´��0DWKHZV�������S�������� /HQW]�DQG�7VFKLUJL���������LQ�WKHLU�DQDO\VLV�RI�WKH�HWKLFDO�VWDWHPHQWV��GHILQHG�DV�VWDWHPHQWV�ZKLFK�LQFOXGHG�DQ\�IDYRXUDEOH�UHFRJQLWLRQ�RI�D�FRUSRUDWH�JRDO�RWKHU�WKDQ�WKH�QDUURZ�SXUVXLW�RI�SURILW��LQ�



2UJDQL]DWLRQDO�OHJLWLPDF\�WKHRU\

���

WKH�DQQXDO�UHSRUWV�RI�����FRPSDQLHV��IRXQG�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�WKH�VL]H�RI�D�EXVLQHVV�RUJDQL]DWLRQ��LQ�WHUPV�RI�86�GROODU�����DVVHWV��DQG�WKH SHUFHQWDJH�RI�ILUPV�ZLWK�HWKLFDO�VWDWHPHQWV�LQ� WKHLU� DQQXDO� UHSRUWV�� 7KLV� DVVRFLDWLRQ� ZDV� VXJJHVWHG� DV� VXSSRUWLQJ� WKH� K\SRWKHVLV� WKDW� VL]H�LQFUHDVHV� WKH�SUREOHP�RI� OHJLWLPDF\�DQG� WKXV� HOLFLWV�PRUH� VWDWHG�FRQFHUQ�ZLWK� VRFLDOO\�UHOHYDQW�JRDOV���� 'HHJDQ� DQG� *RUGRQ� ������� XVHG� D� TXHVWLRQQDLUH� WR� HQYLURQPHQWDO� JURXSV� WR� PHDVXUH� WKH�µHQYLURQPHQWDO� VHQVLWLYLW\¶� RI� HDFK� LQGXVWU\� VHFWRU�� WKLV�PHDVXUHPHQW� EHLQJ� EDVHG� RQ� H[WHQW� WR�ZKLFK� VXFK� JURXSV� ZHUH� FRQFHUQHG� DERXW� WKH� DFWLYLWLHV� RI� HDFK� LQGXVWU\� VHFWRU� LQ� UHODWLRQ WR�HQYLURQPHQWDO�LVVXHV���� $�GLVFXVVLRQ�RI�WKH�FODVVLILFDWLRQ�RI�LQGXVWU\�VHFWRUV�DV�EHWZHHQ�µHQYLURQPHQWDOO\�VHQVLWLYH¶��(6��DQG�µOHVV�HQYLURQPHQWDOO\�VHQVLWLYH¶��/(6��LV�SURYLGHG�DW�&KDSWHU������ 7KH�UHVHDUFK�PHWKRG�XVHG�WR�FDSWXUH�&('�LV�GHILQHG�LQ�GHWDLO�DW�&KDSWHU����7KLV�PHWKRG�IRFXVHV�SUHGRPLQDQWO\�RQ� WKH�YROXPH RI�&('�UDWKHU� WKDQ� LWV�TXDOLWDWLYH�FKDUDFWHULVWLFV��+RZHYHU��VRPH�TXDOLWDWLYH�FKDUDFWHULVWLFV�RI�&('�DUH�FDSWXUHG��LQFOXGLQJ�LWV�µQHZV�YDOXH¶��L�H��ZKHWKHU�WKH�LWHP�RI�GLVFORVXUH� UHIOHFWV� IDYRXUDEO\�RU�XQIDYRXUDEO\�RQ� WKH�RUJDQL]DWLRQ��8VLQJ� WKLV� LQIRUPDWLRQ�� LW� LV�SRVVLEOH� WR� WHVW� WKH� H[WHQW� WR� ZKLFK� &('� LV� XVHG� SHUVXDVLYHO\�� UDWKHU� WKDQ� REMHFWLYHO\�� WKH�DUJXPHQW�EHLQJ�WKDW�D�OHJLWLPDWLRQ�VWUDWHJ\�EDVHG�RQ�FKDQJLQJ�SXEOLF�SHUFHSWLRQV�ZLOO�EH�KHDYLO\�ZHLJKWHG�WRZDUGV�SURMHFWLQJ�D�SRVLWLYH�LPDJH�RI�WKH�RUJDQL]DWLRQ��7KLV�LV�QRW�WR�VD\�WKDW�WKHUH�ZLOO�EH� DQ� DEVHQFH� RI� XVHIXO�� IDFWXDO� HQYLURQPHQWDO� GDWD� ZKLFK� ZRXOG� IRUP� SDUW� RI� DQ\� DWWHPSW� WR�HYDOXDWH� HQYLURQPHQWDO� SHUIRUPDQFH�� 5DWKHU�� WKDW� VXFK� LQIRUPDWLRQ� ZKHUH� SUHVHQWHG�� LV�FRQWH[WXDO��L�H��WKDW�LW�LV�SUHVHQWHG�ZLWKLQ�DQ�RYHUDOO�VRFLDO�FRQVWUXFWLRQ�ZKLFK�LV�IDYRXUDEOH�WR�WKH�RUJDQL]DWLRQ��7KLV� LVVXH� LV�SDUWLFXODUO\� UHOHYDQW� LQ� WKH�FRQWH[W�RI�FRUSRUDWH�HQYLURQPHQW�UHSRUWV�DQG� WKH� YHULILFDWLRQ� RI� VXFK UHSRUWV� ZKLFK� DOPRVW� ZLWKRXW� H[FHSWLRQ� SUHVHQW� FRUSRUDWLRQV� LQ� D�µSRVLWLYH¶�OLJKW���� 7KHVH�K\SRWKHVHV�DUH�QRW�QHFHVVDULO\�XQLTXH� WR�2/7��7KH\�FRXOG�� IRU�H[DPSOH��FRQFHLYDEO\�EH�GHULYHG� XVLQJ� RWKHU� WKHRULHV� VXFK� DV� ($7�� 7KH� GLIIHUHQFH�� KRZHYHU�� OLHV� LQ� WKH� XQGHUO\LQJ�H[SODQDWLRQ�SURYLGHG�E\�HDFK�WKHRU\��VHH�&KDSWHU���DQG��������� 6HH�&KDSWHU����6HFWLRQ������IRU�D�PRUH�GHWDLOHG�GLVFXVVLRQ�RI�µSXEOLF�LQWHUHVW�JURXSV¶�RU�µSUHVVXUH�JURXSV¶���� $�GHWDLOHG�GLVFXVVLRQ�RI�WKH�KLVWRU\��GHYHORSPHQW�DQG�DFWLYLWLHV�RI�HQYLURQPHQWDO�SUHVVXUH�JURXSV�ZLWKLQ�(XURSHDQ�VRFLHW\�LV�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\��5HDGHUV�ZLVKLQJ�WR�OHDUQ�PRUH�DERXW�SUHVVXUH�JURXSV� LQ� WKLV� FRQWH[W�PD\� ILQG� WKH� IROORZLQJ� OLVW� RI� UHIHUHQFHV�KHOSIXO��%XNVWL�������� (GLQJHU�� ������ )RUUHVWHU�� ������ /RZH� DQG�*R\GHU�� ������0D]H\� DQG�5LFKDUGVRQ�� ������5LFKDUGVRQ��������5�GLJ��������9DQ�+HHUHQ���������� 7KXV�� 3DWWHQ� ������� ������ DUJXHV� WKDW� YDULDWLRQV� LQ� &65� DFURVV� FRPSDQLHV� DUH� PRUH� FORVHO\�UHODWHG�WR�SXEOLF�SUHVVXUH�YDULDEOHV��VXFK�DV�VL]H�DQG�LQGXVWU\��UDWKHU�WKDQ�PDUNHW�YDULDEOHV�VXFK�DV�SURILWDELOLW\��:KLOVW�WKH�SUHVHQW�DXWKRU�KDV�PXFK�V\PSDWK\�ZLWK�WKLV�SHUVSHFWLYH��WKH�VXJJHVWLRQ�WKDW� SURILWDELOLW\� LV� VROHO\� D� PDUNHW� YDULDEOH� LV� TXHVWLRQDEOH� JLYHQ� WKDW� FRPSDQLHV� ZKLFK� HDUQ�DEQRUPDOO\� KLJK� OHYHOV� RI� SURILWV�� �L�H�� µVXSHU¶� SURILWV�� DUH� DUJXDEO\� MXVW� DV� H[SRVHG� WR� SXEOLF�SUHVVXUHV�IURP�WKH�UHOHYDQW�SXEOLFV�DV�WKRVH�RI�DEQRUPDOO\�ODUJH�VL]H�RU�ZKLFK�RSHUDWH�LQ�VRFLDOO\�VHQVLWLYH� LQGXVWULHV�� 7KH� H[SHULHQFH� RI� WKH� HOHFWULFLW\� VXSSO\� LQGXVWU\� LQ� WKH� 8.�� IRU� H[DPSOH��ZKHUH�µVXSHU¶�SURILWV�DPRQJVW�FRPSDQLHV�LQ�WKH�SRVW������SULYDWL]HG�HOHFWULFLW\�VXSSO\�LQGXVWU\�OHG�WR�WKH�LPSRVLWLRQ�RI�VSHFLDO�JRYHUQPHQW�RQH�RII�WD[HV�WR�UHGLVWULEXWH�ZHDOWK��LV�D�FDVH�LQ�SRLQW���� 'HHJDQ� DQG� *RUGRQ� �������� IROORZLQJ� *XWKULH� DQG� 3DUNHU¶V� ������� HDUOLHU� VWXG\�� DGRSWHG� D�OHJLWLPL]DWLRQ�SHUVSHFWLYH�WR�H[SODLQ�FKDQJHV�LQ�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUHV��&('��RYHU�WLPH�� %DVHG� RQ� D� VDPSOH� RI� ��� ODUJH� $XVWUDOLDQ� FRPSDQLHV�� WKH\� FRPSDUHG� HQYLURQPHQWDO�GLVFORVXUHV�LQ�WKH�DQQXDO�UHSRUWV�RI�WKHVH�FRPSDQLHV�IRU�IRXU�VHOHFWHG�\HDUV�������������������DQG������� WR� WHVW� IRU� DVVRFLDWLRQ� EHWZHHQ� FKDQJHV� LQ� &('� DQG� FKDQJHV� LQ� FRPPXQLW\� YDOXHV� DV�PHDVXUHG�E\�FKDQJHV�LQ�WKH�PHPEHUVKLS�RI�HQYLURQPHQWDO�SUHVVXUH�JURXSV��7KH\�IRXQG�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�WKH�FKDQJHV�LQ�WKH�PHPEHUVKLS�RI�OHDGLQJ�HQYLURQPHQWDO�JURXSV�LQ�$XVWUDOLD�RYHU�WKH�SHULRG������WR������DQG�WKH�DPRXQW�RI�HQYLURQPHQWDO�GLVFORVXUHV��VXJJHVWLQJ�WKDW�WKLV�DVVRFLDWLRQ�PD\�EH�GXH� WR�D�UHDOLJQPHQW�RI� WKH�RUJDQL]DWLRQ¶V�GLVFORVXUH�SROLFLHV�WR�EULQJ�WKHP�FORVHU�WR�VRFLHW\¶V�SULRULWLHV�DQG�H[SHFWDWLRQV�
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��� &DPSEHOO��������FRQWDFWHG�RQO\�IRXU�8.�HQYLURQPHQWDO�RUJDQL]DWLRQV� ± *UHHQSHDFH��&DPSDLJQ�IRU�WKH�3URWHFWLRQ�RI�5XUDO�(QJODQG��&35(���)ULHQGV�RI�WKH�(DUWK��)R(��DQG�:RUOGZLGH�)XQG�IRU�1DWXUH��::)��± RI�ZKLFK�RQO\�WKUHH�RXW�RI�WKH�IRXU�UHVSRQGHG�WR�KLV�UHTXHVW�IRU�PHPEHUVKLS�GDWD��WKH�QRQ�UHVSRQGHU�EHLQJ�::)���&DPSEHOO�UHDGLO\�DFNQRZOHGJHV�WKDW�KH�ZDV�XQDEOH�WR�HVWDEOLVK�ZKHWKHU�WUHQG�GDWD�IRU�WKHVH�WKUHH�JURXSV�ZDV�UHSUHVHQWDWLYH�RI�8.�(1*26 DV�D�ZKROH�GXH�WR�D�ODFN�RI�SXEOLFO\�DYDLODEOH�GDWD���� 6LJQLILFDQW� HIIRUW� ZDV� H[SHQGHG� GXULQJ� WKH� HDUO\� VWDJHV� RI� WKH� VWXG\� LQ� WU\LQJ� WR� REWDLQ�PHPEHUVKLS�ILJXUHV�RI�HQYLURQPHQWDO�SUHVVXUH�JURXSV�IURP�D�VLQJOH��UHOLDEOH�VRXUFH��VHH�&KDSWHU�����6XFK�HIIRUWV�ZHUH�XQVXFFHVVIXO��&RQVHTXHQWO\��LQ�DQWLFLSDWLQJ�WKH�FRQVLGHUDEOH�SUREOHPV�WKDW�ZRXOG� EH� UHTXLUHG� WR� REWDLQ� UHOLDEOH� LQIRUPDWLRQ� LQ� UHODWLRQ� WR� WKH� WRWDO� PHPEHUVKLS� RI�HQYLURQPHQWDO�SUHVVXUH�JURXSV��DQG�DQQXDO�PHPEHUVKLS� ILJXUHV�RI�HDFK�RUJDQL]DWLRQ� IRU�DOO� VL[�\HDUV� RI� WKH� SUHVHQW� VWXG\� ������ WR� ������� WKLV� OLQH�RI� UHVHDUFK� LV�QRW� HPSOR\HG� LQ� WKH�SUHVHQW�VWXG\��6RPH�HYLGHQFH�LV�DYDLODEOH��DOWKRXJK�QRW�IURP�DQ�LQGHSHQGHQW�VRXUFH��*UHHQSHDFH�%HOJLXP���������IRU�H[DPSOH��GLVFORVHV�WKDW�WKHLU�QXPEHU�RI�VXSSRUWHUV�YDULHG�VXEVWDQWLDOO\�RYHU�WKH�SHULRG�IURP������WR�������1XPEHUV�LQFUHDVHG�VWHDGLO\�IURP��������LQ������WR�D�SHDN�RI��������LQ�������+RZHYHU��QXPEHUV�GHFOLQHG�VWHDGLO\�EHWZHHQ������DQG�������UHDFKLQJ�D�ORZ�RI��������LQ�������7KHUHDIWHU�� WKH� PHPEHUVKLS� URVH� DJDLQ� VWHDGLO\� EHWZHHQ� ����� DQG� ����� WR� UHDFK� ��������� LWV�KLJKHVW�HYHU���� 7KH�GLUHFW LPSDFW�RI�(1*2V�RQ�PDQDJHULDO�EHKDYLRXU�LV�GLIILFXOW�WR�DVVHVV��3ULRU�UHVHDUFK�LQ�WKLV�DUHD�ORRNV�DW�WKH�DVVRFLDWLRQ�EHWZHHQ�FKDQJHV�LQ�&65�DQG�FKDQJHV�LQ�WKH�PHPEHUVKLS�RI�(1*2V�RYHU�WLPH��&DPSEHOO��������'HHJDQ�DQG�*RUGRQ���������WKH�EDVLF�SUHPLVH�EHLQJ�WKDW�D�VWDWLVWLFDOO\�VLJQLILFDQW� SRVLWLYH� FRUUHODWLRQ� EHWZHHQ� WKH� WZR� VXSSRUWV� WKH� K\SRWKHVLV� WKDW� EXVLQHVV�RUJDQL]DWLRQV�DUH�UHVSRQGLQJ�WR�FKDQJHV�LQ�WKH�YDOXHV�DQG�DWWLWXGHV�RI�VRFLHW\��7KXV��FKDQJHV�LQ�WKH� PHPEHUVKLS� RI� (1*2V� DQG�&65�DUH� ERWK SHUFHLYHG� DV� UHIOHFWLRQV� RI� WKH� VDPH�XQGHUO\LQJ�SKHQRPHQD�� 7KH� ODWWHU� LQWHUSUHWDWLRQ� ZRXOG� LPSO\� WKDW� WKH� FDXVH RI� DQ\� FKDQJH� LQ� PDQDJHULDO�EHKDYLRXU� LV� QRW� WKH� DFWLYLWLHV� RI�(1*2V� WKHPVHOYHV�� EXW� WKH� FKDQJLQJ� YDOXHV� RI� VRFLHW\��ZLWK�(1*2V¶� DFWLYLWLHV� PHUHO\� UHIOHFWLQJ� WKRVH� FKDQJLQJ� YDOXHV�� *UD\� HW� DO� �����E��� IRU� H[DPSOH��DUJXH�WKDW�WKHUH�LV�FRQVLGHUDEOH�FLUFXPVWDQWLDO HYLGHQFH�WR�VXSSRUW�WKH�EHOLHI�WKDW�HQYLURQPHQWDO�FDPSDLJQ�JURXSV�KDYH�EHHQ�D�VWLPXODWLQJ�IRUFH�EHKLQG�PDQ\�RI�WKH�PDMRU�HQYLURQPHQWDO�UHSRUWLQJ�LQLWLDWLYHV�LQ�WKH�����V��7KH�LQIOXHQFH�RI�(1*2V�RQ�PDQDJHULDO�EHKDYLRXU�LV�H[SORUHG�LQ�&KDSWHU������ 6RFLDO� SUHVVXUH� JURXSV� DUH� UHVSRQVLEOH� IRU� VR�FDOOHG� µVRFLDO� DXGLWV¶� E\ ZKLFK�RUJDQL]DWLRQV� DUH�KHOG� DFFRXQWDEOH� WR� VRFLHW\� IRU� WKHLU� DFWLRQV� DQG� DFWLYLWLHV� EH\RQG� WKH� OHJDO� UHTXLUHPHQWV�FRQFHUQLQJ�WKH�GLVFORVXUH�RI�LQIRUPDWLRQ�WR�VRFLHW\��)RU�DQ�LQWURGXFWLRQ�WR�H[WHUQDO�VRFLDO�DXGLWV�DQG�D�EULHI�RYHUYLHZ�RI�WKHLU�EDFNJURXQG�DQG�KLVWRU\��VHH��IRU�H[DPSOH��*HGGHV��������*UD\�DQG�%HEELQJWRQ���������� (DUO\� VWXGLHV� �H�J�� /RQJVWUHWK� DQG� 5RVHQEORRP�� ������ %X]E\� DQG� )DON�� ������ ������ IDLOHG� WR�FOHDUO\� GRFXPHQW� D� GHPDQG� IRU� LQIRUPDWLRQ� DERXW� D� ILUP¶V� HQYLURQPHQWDO� SHUIRUPDQFH� E\�LQYHVWRUV��+RZHYHU�� LW�PD\�EH� WKDW��DV�HQYLURQPHQWDO� LVVXHV�KDYH�EHFRPH�RI�JUHDWHU�FRQFHUQ� WR�VRFLHW\�VLQFH�WKH�PLG�����V��WKHVH�HDUO\�VWXGLHV�QR�ORQJHU�UHIOHFW�XVHUV¶�SHUVSHFWLYHV���� 7KH� SXEOLF� LV� D� JHQHUDO� FDWFK�DOO� GHILQLWLRQ� DQG� LQ� WKH� FRQWH[W�RI�7LOW¶V� ������� UHVHDUFK� LV�EHVW�SHUFHLYHG�DV�UHIHUULQJ�WR�DQ\�LQIOXHQFHV�RWKHU�WKDQ�WKRVH�RI�WKH�VSHFLILF�FDWHJRULHV�OLVWHG���� 'HHJDQ� DQG� 5DQNLQ� ������� DOVR� IRXQG� WKDW� HQYLURQPHQWDO� LQIRUPDWLRQ� ZDV� PDWHULDO� WR� WKH�SDUWLFXODU�GHFLVLRQV�XQGHUWDNHQ�E\�WKHVH�YDULRXV�XVHU�JURXSV��DOWKRXJK�VWRFNEURNHUV�DQG�DQDO\VWV�GRZQSOD\HG� WKH� PDWHULDOLW\� RI� HQYLURQPHQWDO� LQIRUPDWLRQ�� +RZHYHU�� ZLWK� WKH� H[FHSWLRQ� RI� WKH�UHYLHZHU� JURXS�� WKH� RWKHU� XVHU� JURXSV� SODFHG� JUHDWHU� LPSRUWDQFH� RQ� ILQDQFLDO� LQGLFDWRUV� WKDQ�HQYLURQPHQWDO�SHUIRUPDQFH��7KH�PRVW�LPSRUWDQW�LWHP�RI�LQIRUPDWLRQ�DFURVV�WKH�XVHU�JURXSV�ZDV�SURILW��PHDQ�VFRUH�RI������XVLQJ�D�ILYH�SRLQW�/LNHUW�VFDOH���ZLWK�RWKHU�LPSRUWDQW�LWHPV�EHLQJ��LQ�GHVFHQGLQJ� RUGHU� RI� LPSRUWDQFH��� QHW� DVVHWV� �������� FDVK� IORZ� GLVFORVXUHV� �������� GLYLGHQG�SD\PHQWV� �������� HQYLURQPHQWDO� SHUIRUPDQFH� �������� KHDOWK� DQG� VDIHW\� LVVXHV� ��������HQYLURQPHQWDO�SROLFLHV����������� 7KHVH�VWXGLHV HPSOR\�PHGLD�DJHQGD�VHWWLQJ�WKHRU\��VHH��IRU�H[DPSOH��$GHU��������0F&RPEV�DQG�6KDZ��������0F&RPEV�HW�DO���������0F4XDLO��������6PLWK��������=XFNHU��������ZKLFK�SRVLWV�WKDW�WKHUH�LV�D�FDXVDO�UHODWLRQVKLS�EHWZHHQ�ZKDW�WKH�PHGLD�HOHFWV�WR�FRYHU��WKH�PHGLD�DJHQGD��DQG�WKH�
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SXEOLF¶V� FRQFHUQ� IRU� FHUWDLQ� LVVXHV� �WKH� SXEOLF� DJHQGD��� ZLWK� WKH� IRUPHU� LQIOXHQFLQJ� WKH� ODWWHU��$OWKRXJK� VRPH� UHVHDUFKHUV� DUJXH� WKDW� WKH� FDVXDO� UHODWLRQVKLS� IORZV� WKH�RWKHU�ZD\� �L�H�� WKDW� WKH�SXEOLF�DJHQGD�GULYHV� WKH�PHGLD�DJHQGD��� WKHUH� LV�HYLGHQFH� WR�VXJJHVW� WKDW�PHGLD�DWWHQWLRQ�WR�DQ�LVVXH�OHDGV�WR�DQ�LQFUHDVH�LQ�SXEOLF�FRQFHUQ�RYHU�WKDW�LVVXH��VHH��IRU�H[DPSOH��*ULIILQ� ��������� 7KLV� LV�QRW� WR�VD\� WKDW�WKHUH�ZLOO�EH�D�WRWDO�DEVHQFH�RI�XVHIXO��IDFWXDO�HQYLURQPHQWDO�GDWD�ZKLFK�ZRXOG� IRUP� SDUW� RI� DQ\� DWWHPSW� WR� HYDOXDWH� HQYLURQPHQWDO� SHUIRUPDQFH�� 5DWKHU�� WKDW� VXFK�LQIRUPDWLRQ�� ZKHUH� SUHVHQWHG�� LV� FRQWH[WXDO�� L�H�� WKDW� LW� LV� SUHVHQWHG� ZLWKLQ� DQ� RYHUDOO� VRFLDO�FRQVWUXFWLRQ�ZKLFK�GHIOHFWV�FULWLFLVP�DZD\�IURP�WKH�DUHDV�RI�VRFLDO�FRQFHUQ�WR�DUHDV�ZKLFK�SUHVHQW�WKH�RUJDQL]DWLRQ�DV�VRFLDOO\�UHVSRQVLEOH���� ,Q� WKH� 86$�� WKH� PDQGDWH� E\� WKH� 6(&� WKDW�� DV� IURP� ������ FRPSDQLHV� PXVW� UHSRUW� SROOXWLRQ�LQIRUPDWLRQ� LQ� ��.� UHSRUWV� �&XQQLQJKDP�� ������ )UHHGPDQ� DQG� -DJJL�� ����E�� SURYLGHG�UHVHDUFKHUV� ZLWK� D� YDOXDEOH� SUR[\� IRU� HQYLURQPHQWDO� SHUIRUPDQFH�� +RZHYHU�� QR� VXFK� GDWD� LV�DYDLODEOH� LQ� UHODWLRQ� WR� (XURSHDQ� FRPSDQLHV� RWKHU� WKDQ� WKRVH� UHTXLUHG� WR� GR� VR XQGHU� WKH� 86�UHSRUWLQJ�UHTXLUHPHQWV��2YHU�WKH�SHULRG�RI�SHUIRUPLQJ�WKH�SUHVHQW�HPSLULFDO�VWXG\��������������WKHUH� ZHUH� QR� (XURSHDQ�ZLGH� LQGHSHQGHQW� HQYLURQPHQWDO� SHUIRUPDQFH� UDQNLQJV� RU� SROOXWLRQ�HPLVVLRQV� GDWD� RU� UHFRUGV� RI� VXFFHVVIXO� SURVHFXWLRQV� IRU� EUHDFKHV� RI� HQYLURQPHQWDO� ODZ� IRU�(XURSH¶V�WRS�FRPSDQLHV��VXFK�DV�WKH�7R[LF�5HOHDVH�,QYHQWRU\�GDWDEDVH�KHOG�RQ�SXEOLF�UHFRUG�E\�WKH�(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\�LQ�WKH�86���,QGHHG��HQYLURQPHQWDO�GDWD�LV�SUREDEO\�HDVLHU�WR�REWDLQ�LQ�WKH�86�WKDQ�LW�LV�LQ�DQ\�RWKHU�FRXQWU\��VHH��IRU�H[DPSOH��)UHHGPDQ����������� 7KH�XVH�RI�UHSXWDWLRQDO�LQGLFHV�ZDV�ILUVW�GHYHORSHG�E\�0RVNRZLW]���������������DQG�XSGDWHG�E\�KLP�RYHU�VHYHUDO�\HDUV��WKH�VHFRQG��������ZDV�EDVHG�RQ�WZR�VXUYH\V�FRQGXFWHG�E\�%XVLQHVV�DQG�6RFLHW\�5HYLHZ DQG�WKH�1DWLRQDO�$IILOLDWLRQ�RI�&RQFHUQHG�%XVLQHVV�6WXGHQWV��UHVSHFWLYHO\��DPRQJ�EXVLQHVV� VWXGHQWV� DQG� EXVLQHVV� SHRSOH�� LQ� ZKLFK� ��� DQG� ��� OHDGLQJ� EXVLQHVV� RUJDQL]DWLRQV��UHVSHFWLYHO\�� ZHUH� UDWHG� LQ� WHUPV� RI� VRFLDO� SHUIRUPDQFH� �³,QGXVWU\� 5DWHV� ,WVHOI´�� ����� ³+RZ�%XVLQHVV� 6FKRRO� 6WXGHQWV� 5DWH�%XVLQHVV� RUJDQL]DWLRQV´�� ������ �8OOPDQQ�� �������7KHVH� UDWLQJV�KDYH�EHHQ�XVHG�LQ�D�QXPEHU�RI�VXEVHTXHQW�VWXGLHV�LQ�H[SORULQJ�VRFLDO�GLVFORVXUHV�LQ�DQQXDO�UHSRUWV��VHH�� IRU� H[DPSOH�� $EERWW� DQG� 0RQVRQ�� ������ $OH[DQGHU� DQG� %XFKKRO]�� ������ %RZPDQ� DQG�+DLUH�� ������ &RFKUDQ� DQG� :RRG�� ������ )U\� DQG� +RFN�� ������ 3UHVWRQ�� ������ 6WXUGLYDQW� DQG�*LQWHU��������9DQFH����������� :KLOVW�YDOLG�LQ�D�SXUHO\�WKHRUHWLFDO�VHQVH��WKLV�DUJXPHQW�LV�VLPSO\�QRW�FUHGLEOH�LQ�WKH�UHDO�ZRUOG��$Q\� ODUJH� EXVLQHVV� RUJDQL]DWLRQ� KDV� VLJQLILFDQW� GLUHFW� DQG� LQGLUHFW� HQYLURQPHQWDO� LPSDFWV��ZKHWKHU�RU�QRW�VXFK�LPSDFWV�DUH�GHHPHG�OHJDOO\��HFRQRPLFDOO\�RU�VRFLDOO\�DFFHSWDEOH��$V�VXFK��WKH�FRQVWUXFWLRQ� RI� FRUSRUDWH� DQQXDO� UHSRUWV� LQ� UHODWLRQ� WR� HQYLURQPHQWDO� LVVXHV� LV� DOZD\V� YDOXHV�GULYHQ�DQG��LQ�WKH�FRQWH[W�RI�VXVWDLQDELOLW\��FDQ�QHYHU EH�µWUXH�DQG�IDLU¶���� (QYLURQPHQWDO�DZDUGV��IRU�H[DPSOH��PD\�SHUIRUP�WKH�UROH�RI�DQ�HPRWLYH�V\PERO��SUHVHQWLQJ�WKH�RUJDQL]DWLRQ�LQ�D�IDYRXUDEOH�OLJKW�DQG�DFWLQJ�DV�D�GHFR\�IRU�XQSDODWDEOH�DVSHFWV�RI�HQYLURQPHQWDO�SHUIRUPDQFH�ZKLFK�JR�XQUHSRUWHG�LQ�FRUSRUDWH�DQQXDO�UHSRUWV�DQG�VRFLHW\�JHQHUDOO\�
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&KDSWHU��5HVHDUFK�GHVLJQ�DQG�UHVHDUFK�PHWKRG
��� ,QWURGXFWLRQ7KLV� FKDSWHU� GHVFULEHV� WKH� UHVHDUFK� GHVLJQ� DQG� PHWKRG�� UHVHDUFK� LQVWUXPHQWV� DQG� YDULRXV�GHFLVLRQ�UXOHV�HPSOR\HG�IRU�WKH�SXUSRVHV�RI�GDWD�PHDVXUHPHQW��GDWD�FDSWXUH�DQG�VXEVHTXHQW�VWDWLVWLFDO� DQG� LQWHUSUHWLYH� DQDO\VLV�� 5HVHDUFK� GHVLJQ� PD\� EH� VDLG� WR� FRPSULVH� WKH� ³«�SURFHGXUDO� QHWZRUN� RI� DQDO\WLFDO� VWHSV� WKURXJK� ZKLFK� VFLHQWLILF� LQIRUPDWLRQ� LV� SURFHVVHG´��.ULSSHQGRUII� ������ S������ ,Q� HVVHQFH�� LW� DFFRXQWV� IRU� WKH�ZD\� LQ�ZKLFK� GDWD� DUH� REWDLQHG��ZKDW�ZDV GRQH�ZLWK�WKHP�LQ�WKH�FRXUVH�RI�FROOHFWLRQ�DQG�DQDO\VLV��DQG�SURYLGHV�RWKHUV�ZLWK�LQVWUXFWLRQV� DV� WR�ZKDW� WR� GR� LQ� RUGHU� WR� UHSOLFDWH� WKH� UHVXOWV��7KH� SUHVHQW� FKDSWHU� VHHNV� WR�SURYLGH�GHWDLOV� RI� WKHVH�SURFHVVHV�� QRW� RQO\� LQ� WKH� FRQWH[W�RI� WKH�SUHVHQW� VWXG\�EXW� DOVR� IRU�WKRVH�LQWHUHVWHG�LQ�WKH�ILQGLQJV��UHSOLFDWLQJ�WKH�DQDO\VLV�RU�IXUWKHU�GHYHORSLQJ�WKH�WHFKQLTXHV�HPSOR\HG��7KH� UHVHDUFK� LQVWUXPHQWV� DQG�PHWKRG� HPSOR\HG� DUH�GUDZQ�SULPDULO\� IURP� WKRVH�GHYHORSHG� E\�*UD\�HW� DO�� �����F���7KH� ODWWHU¶V� DSSURDFK��ZKLFK� LV� DOVR�ERWK� FURVV�VHFWLRQDO�DQG�ORQJLWXGLQDO��ZDV�PRWLYDWHG�E\�D�FRQFHUQ�WR�DGGUHVV�YDULRXV�PHWKRGRORJLFDO�LVVXHV�UDLVHG�E\�RWKHU�&65� UHVHDUFKHUV� �QRWDEO\��*XWKULH� DQG�0DWKHZV��������*XWKULH�DQG�3DUNHU��������������0DWKHZV��������LQ�UHVHDUFKLQJ�&65��7KH�*UD\�HW�DO� �����G������E��F��������SURMHFW�ZDV�GLUHFWHG�DW� WKH�GHYHORSPHQW�RI�D�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUH�GDWDEDVH�IRU�ODUJH�8.� FRPSDQLHV�� 7KH� DSSURDFK� VHW� RXW� LQ� WKH� SUHVHQW� VWXG\� VKRXOG� EH� VHHQ� DV� DQ� DWWHPSW� WR�UHSOLFDWH� WR� VRPH� GHJUHH� WKH� *UD\� HW� DO� SURMHFW� LQ� WKH� VSHFLILF� FRQWH[W� RI� FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH��&('���+RZHYHU��GXH�UHYHUHQFH�LV�DOVR�DFFRUGHG�WR�WKH�SURJUDPPH�RI�&65�UHVHDUFK�LQLWLDWHG�E\�*XWKULH�HW�DO��LQ�WKH�ODWH�����V�DQG�HDUO\�����V�:KLOVW� HYHU\� HIIRUW� LV� PDGH� WR� NHHS� WKH� GHVFULSWLRQ� RI� WKH� SURFHVV� RI� GDWD� FDSWXUH� DQG�PHDVXUHPHQW�DV�WUDQVSDUHQW�DQG�DV�FORVH�WR�WKH�UHVHDUFKHU¶V�LQWHUSUHWDWLRQ�RI�WKH�GHILQLWLRQ�RI�&('�DV�SRVVLEOH��DOO�PHWKRGV�RI�GDWD�FROOHFWLRQ�PXVW��RXW�RI�QHFHVVLW\��LPSRVH�VRPH�VWUXFWXUH�RQ�� DQG� LQYROYH� VRPH� VLPSOLILFDWLRQ� RI�� WKH� SKHQRPHQRQ� XQGHU� LQYHVWLJDWLRQ� �*UD\�HW� DO�������F���(YHQ�WKRXJK�VWHSV�FDQ�EH�WDNHQ�WR�LPSURYH�WKH�UHOLDELOLW\�RI�FRGLQJ�LQVWUXFWLRQV�DQG�WKHLU� DSSOLFDWLRQ� E\� FRGHUV�� VXFK� UHOLDELOLW\� PHDVXUHV� FDQ� GR� OLWWOH� PRUH� WKDQ� LQGLFDWH� WKH�GHJUHH� RI� FRQVHQVXV� UHDFKHG� DPRQJVW� WKH� UHVHDUFKHUV� HPSOR\HG� LQ� D� SDUWLFXODU� VWXG\��.ULSSHQGRUII�� ������� 7KLV� LV� EHFDXVH� GDWD�� HYHQ�ZKHQ� GHILQHG� DQG�PHDVXUHG� DFFRUGLQJ� WR�GHWDLOHG� UXOHV�DQG�SURFHGXUHV�� DUH�QRW�DEVROXWH��REMHFWLYH� IDFWV�EXW�DUH�FDVW LQWR�D�SDUWLFXODU�IRUP�IRU�VRPH�SDUWLFXODU�SXUSRVH��7R�DFKLHYH�WKLV��WKH�UHVHDUFKHU�HPSOR\V�RQH�RU�PRUH�WRROV�RU� WHFKQLTXHV� WR� EULQJ� XQVWUXFWXUHG� DQG� YLFDULRXV� LQIRUPDWLRQ� �L�H�� LQIRUPDWLRQ� RYHU�SKHQRPHQD� ZKLFK� WKH� XVHU� KDV� QRW� H[SHULHQFHG� RU� REVHUYHG� ILUVW�KDQG�� LQWR� DQ� DQDO\VDEOH�IRUP� �.ULSSHQGRUII�� �������&RQVHTXHQWO\�� WKH� UHVHDUFKHU� HIIHFWLYHO\� FRQVWUXFWV� VRPH� �QHZ��YHUVLRQ� RI� VRFLDO� UHDOLW\� �+LQHV�� ����D�� ZKLFK�� HYHQ� WKRXJK� VWURQJO\� EDVHG� RQ� RU�FRUUHVSRQGLQJ� WR� FHUWDLQ� µIDFWV¶�� PD\� QHYHUWKHOHVV� UHYHDO PRUH� DERXW� WKH� UHVHDUFKHU¶V� RZQ�FRQFHSWLRQ��DQG�WKXV�FRQVWUXFWLRQ��RI�UHDOLW\�WKDQ�DERXW�DQ\�SRWHQWLDO�REMHFWLYH�UHDOLW\�ZKLFK�XQGHUOLHV�LW��VHH��IRU�H[DPSOH��%XUUHOO�DQG�0RUJDQ��������0RUJDQ���������������������
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5HFRJQLVLQJ�WKH�SRWHQWLDO�GLIILFXOWLHV�WKDW�FRXOG�DULVH�LQ�WKH�YDULRXV�SURFHVVHV�RI�GDWD�FDSWXUH�DQG�PHDVXUHPHQW��D�SLORW�VWXG\�ZDV�FDUULHG�RXW�EHWZHHQ�0DUFK�DQG�-XO\������ZKLFK�VRXJKW�WR�UHSOLFDWH�*UD\�HW�DO�¶V������E��F��8.�VWXG\�WR�D�VDPSOH�RI����'XWFK�DQG����8.�FRPSDQLHV�DFURVV�VL[�LQGXVWU\�VHFWRUV��WKUHH�µHQYLURQPHQWDOO\�VHQVLWLYH¶�DQG�WKUHH�µOHVV�HQYLURQPHQWDOO\�VHQVLWLYH¶�� FRYHULQJ� VL[� FRQVHFXWLYH� \HDUV� IURP������ WR� ������ ,Q� SDUWLFXODU�� WKH� SLORW� VWXG\�SURYLGHG�DQ�RSSRUWXQLW\�WR�WHVW�WKH�UHOLDELOLW\�DQG�YDOLGLW\�RI�WKH�UHVHDUFK�PHWKRG�DQG�GHVLJQ��RQ� FRPSOHWLRQ� RI� ZKLFK� D� VKRUW� UHSRUW� ZDV� SUHSDUHG� IRU� GLVFXVVLRQ� ZLWK� WKH� SURMHFW¶V�VXSHUYLVRUV��+LEELWW�DQG�8UVHP���������'XULQJ�WKLV�GLVFXVVLRQ��ERWK�VXSHUYLVRUV�H[SUHVVHG�D�QXPEHU�RI�PHWD�WKHRUHWLFDO�FRQFHUQV�RYHU� WKH� UHVHDUFK�DSSURDFK�� ,Q�SDUWLFXODU��*UD\�HW�DO�¶V������E�� XVH� RI� µVRIW¶�� EURDG� K\SRWKHVHV� IURP�ZLWKLQ� DQ� LQWHUSUHWLYH� UHVHDUFK� PHWKRGRORJ\�ZDV� SHUFHLYHG� E\� WKH� VXSHUYLVRUV� DV� QRW� VXIILFLHQWO\� UREXVW��� 7R� DVVXDJH� WKHVH� FRQFHUQV��PDMRU� UHYLVLRQV� WR� WKH� UHVHDUFK� PHWKRG� DQG� DSSURDFK� ZHUH� PDGH� DQG� D� UHYLVHG� UHVHDUFK�SURSRVDO�� LQYROYLQJ� WKH� XVH� RI� VSHFLILF� µKDUG¶� K\SRWKHVHV� XQGHU� WKH� K\SRWKHWLFR�GHGXFWLYH�PHWKRG�� ZDV� VXEPLWWHG� WR� WKH� VXSHUYLVRUV� LQ� 0DUFK� ������ 7KH� VXSHUYLVRUV� DFFHSWHG� WKLV�UHYLVHG�DSSURDFK�DQG�WKH�IXOO�SURMHFW�FRPPHQFHG�IRUPHUO\�LQ�6HSWHPEHU�������7KH�GHWDLOHG�PHWKRG��SURFHGXUHV�DQG�GHFLVLRQV�UXOHV�RI�WKH�IXOO�SURMHFW�DUH�UHSRUWHG�LQ�PRUH�GHWDLO�EHORZ�7KH� UHVW� RI� WKLV� FKDSWHU� LV� VWUXFWXUHG� DV� IROORZV�� 6HFWLRQ� ���� GHVFULEHV� FRQWHQW� DQDO\VLV�� D�UHVHDUFK�WHFKQLTXH�IRU�GDWD�FDSWXUH�DQG�DQDO\VLV��7KLV�VHFWLRQ�LQFOXGHV�D�GLVFXVVLRQ�RI�WKH�NH\�GLVWLQJXLVKLQJ� FKDUDFWHULVWLFV� RI� FRQWHQW� DQDO\VLV� ZKLFK� VHUYH� DV� D� EDVLV� IRU� GHILQLQJ� WKH�UHVHDUFK� PHWKRG� HPSOR\HG� LQ� WKH� SUHVHQW� VWXG\�� 6HFWLRQ� ���� VHWV� RXW� WKH� VHYHQ� WHVWDEOH�GLPHQVLRQV�DQG����FRQWHQW�FDWHJRULHV�RI�&('�WKDW�DUH�XVHG�IRU�WKH�SXUSRVHV�RI�GHILQLQJ�WKH�VFRSH�DQG�IRUP�RI�&('��7KHVH�GLPHQVLRQV�DQG�FDWHJRULHV�DUH�GHVFULEHG�LQ�PRUH�GHWDLO�LQ�WKH�IROORZLQJ� VHFWLRQV��6HFWLRQ����� LGHQWLILHV� WKH�YDULRXV� VXE�FDWHJRULHV�RI�&('�ZKLFK�SURYLGH�WKH�EDVLF� VWUXFWXUH� IRU�GHILQLQJ�ZKDW� LV�DQG�ZKDW� LV�QRW�&('�IRU� WKH�SXUSRVHV�RI� WKH�VWXG\��6HFWLRQV� ����� ���� DQG� ���� DGGUHVV� WKH� LVVXHV� RI�ZKLFK� GRFXPHQWV� WR� LQFOXGH�� KRZ� LWHPV� RI�&('� DUH� PHDVXUHG�� DQG� KRZ� WKH� YDULRXV� QRQ�TXDQWLWDWLYH� FKDUDFWHULVWLFV� ZKLFK� GHILQH� WKH�QDWXUH� RI� &('� DUH� WR� EH� FDSWXUHG�� UHVSHFWLYHO\�� 6HFWLRQ� ���� GHVFULEHV� WKH� LQWHUURJDWLRQ�LQVWUXPHQW�XVHG�IRU�GDWD�FDSWXUH�DQG�UHFRUGLQJ��LQFOXGLQJ�D�GLVFXVVLRQ�RI�WKH�GDWDEDVH�ZKLFK�ZDV�XVHG�WR�VWRUH�WKH�GDWD�DQG�WKH�FKHFNV�FDUULHG�RXW�WR�FRQWURO�WKH�RYHUDOO�FRPSOHWHQHVV�DQG�UHOLDELOLW\�RI�WKLV�GDWDEDVH��6HFWLRQ�����DGGUHVVHV�WKH�LPSRUWDQW�LVVXHV�RI�LQWUD� DQG�LQWHU�FRGHU�DJUHHPHQW�LQ�WKH�FRQWH[W�RI�FRQWHQW�DQDO\VLV�DQG�GHVFULEHV�WKH�YDULRXV�VWHSV�WKDW�ZHUH�WDNHQ�WR�HQVXUH� LQWHU�FRGHU� UHOLDELOLW\�� 7KH� EDVLV� IRU� VHOHFWLQJ� WKH� VDPSOH� RI� FRPSDQLHV� XVHG� LQ� WKH�VWXG\� LV� H[SODLQHG� LQ� 6HFWLRQ� ������ LQFOXGLQJ� LVVXHV� RI� LQGXVWU\� VHFWRU� DQG� FRXQWU\�FRPSRVLWLRQ�� 6HFWLRQ� ����� GHVFULEHV� WKH� VDPSOH� SHULRG�� 9DULRXV� SURFHGXUDO� PDWWHUV� DQG�GHFLVLRQ�UXOHV� LQ�UHODWLRQ�WR�WKH�REWDLQLQJ�RI�FRPSDQ\�UHSRUWV�DUH�GHVFULEHG�LQ�6HFWLRQ�������'HVFULSWLYH�VWDWLVWLFV�DQG�DQDO\VHV�RI� WKH�WRWDO�QXPEHU�RI�UHSRUWV�DQG�SDJHV�WKHUHLQ�REWDLQHG�IRU� FRQWHQW� DQDO\VLV� SXUSRVHV� LV� SUHVHQWHG� LQ�6HFWLRQ� ������ WRJHWKHU�ZLWK� D� VXPPDU\�RI� WKH�WRWDO� QXPEHU� RI� UHSRUWV� E\� W\SH�� \HDU� DQG� LQGXVWU\� VHFWRU�� 7KLV� VHFWLRQ� DOVR� LGHQWLILHV� WKH�VDPSOH�FRPSDQLHV� WKDW�SXEOLVKHG� WKHLU� ILUVW�FRUSRUDWH�HQYLURQPHQW�UHSRUW�RYHU� WKH�SHULRG�RI�WKH� VWXG\�� E\� \HDU�� $GGLWLRQDO� LWHPV� RI� FRPSDQ\� GDWD� LQ� UHODWLRQ� WR� YDULRXV� ILUP�FKDUDFWHULVWLFV�DUH�GHVFULEHG�LQ�6HFWLRQ�������7KH�XVH�RI�PDLOHG�TXHVWLRQQDLUHV�WR�WKH�VDPSOH�FRPSDQLHV� DQG� WR� HQYLURQPHQWDO� 1*2V� �(1*2V��� UHVSHFWLYHO\�� IRU� WKH� SXUSRVHV� RI�PHDVXULQJ� FHUWDLQ� ILUP� DQG� QRQ�ILUP� FKDUDFWHULVWLFV� DUH� GLVFXVVHG� LQ� 6HFWLRQ� ������ WRJHWKHU�ZLWK� GHWDLOV� RI� WKH� UHVSRQVH� UDWHV� LQ� HDFK� FDVH�� 7KH� UHODWHG� LVVXH� RI� QRQ�UHVSRQVH� ELDV� LV�DGGUHVVHG�LQ�6HFWLRQ������
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��� &RQWHQW�DQDO\VLV&RQWHQW� DQDO\VLV� IDOOV�ZLWKLQ� WKH�EURDGHU�� VRFLDO� VWXG\�RI� FRPPXQLFDWLRQ� WKURXJK�PHVVDJHV�DQG� WKH� PHDQLQJV� RI� VXFK� PHVVDJHV� NQRZQ� LQ� VRFLRORJ\� DV� VHPLRWLFV�� WKH� ODWWHU� EHLQJ�FRQFHUQHG�ZLWK� FRPPXQLFDWLRQV� LQ� DQ\� IRUP� DQG�ZKLFK� VHHNV� WR� SURYLGH� D�PHWKRG� IRU� WKH�DQDO\VLV�RI�PHVVDJHV��VHH��IRU�H[DPSOH��%XGG�HW�DO���������+DZNHV��������.DVVDUMLDQ��������.HUOLQJHU�� ������ .ULSSHQGRUII�� ������ :HEHU�� ������� ,Q� HVVHQFH�� FRQWHQW� DQDO\VLV� LV� DQ�DQDO\WLFDO�WRRO�XVHG�WR�LQYHVWLJDWH�WKH�FRQWHQW�RI�FRPPXQLFDWLRQ��WKH�ODWWHU�EHLQJ�VHHQ�DV�WKH�PRVW� EDVLF� IRUP� RI� KXPDQ� LQWHUDFWLRQ� ZKLFK� OLHV� DW� WKH� KHDUW� RI� DQ\� FLYLOLVDWLRQ �+ROVWL���������,Q� WKLV�FRQWH[W��DQ�H[WHQVLYH�FRQFHUQ�ZLWK�WKH�FRQWHQW�RI�FRPPXQLFDWLRQ�LV�VHHQ�DV�D�UHIOHFWLRQ� RI� WKH� IXQGDPHQWDO� LPSRUWDQFH� RI� FRPPXQLFDWLRQ� EHWZHHQ� LQGLYLGXDOV�� JURXSV��LQVWLWXWLRQV�� RUJDQL]DWLRQV� DQG� QDWLRQV� LQ� WKH� FRQWH[W� RI� WKH� KXPDQ DJHQF\� �+ROVWL�� �������$PRQJVW� RWKHU� WKLQJV�� FRQWHQW� DQDO\VLV� KDV� EHHQ� XVHG� WR� UHIOHFW� FXOWXUDO� LQGLFDWRUV� RI� WKH�EHOLHI� V\VWHPV�� YDOXHV� DQG� LGHRORJLHV� RI� JURXSV�� LQVWLWXWLRQV� DQG� VRFLHWLHV� �:HEHU�� ��������0RUH� UHFHQWO\�� FRQWHQW�DQDO\VLV�KDV�HYROYHG� LQWR�D�VFLHQWLILF�PHWKRG�IRU�\LHOGLQJ� LQIHUHQFHV�IURP�YHUEDO��V\PEROLF�RU�FRPPXQLFDWLYH�GDWD�WKDW�LV�ZLGHO\�HPSOR\HG�LQ�WKH�VRFLDO�VFLHQFHV�DQG� KXPDQLWLHV�� LQFOXGLQJ� SV\FKRORJ\�� SV\FKLDWU\�� SROLWLFDO� VFLHQFH�� OLWHUDWXUH�� KLVWRU\��DQWKURSRORJ\��OLQJXLVWLFV�DQG�&65��VHH��IRU�H[DPSOH��%RXZPDQ��������(DVWHUE\�6PLWK�HW�DO��������� 6WRQH� HW� DO��� ������ 8QHUPDQ�� ������� ,W� LV� WKH� ODWWHU� IRUP� RI� FRQWHQW� DQDO\VLV�ZKLFK� LV�HPSOR\HG�LQ�WKH�SUHVHQW�VWXG\� &RQWHQW�DQDO\VLV�LQ�WKLV�FRQWH[W�LV�FRQFHUQHG�QRW�PHUHO\�ZLWK�WKH�PHDQLQJ�RI�PHVVDJHV�LQ�LVRODWLRQ��EXW�DOVR�ZLWK�WKH�SURFHVVHV LQYROYHG�LQ�DQDO\]LQJ�GDWD�DV� V\PEROLF� FRPPXQLFDWLRQV�� L�H�� DV� DQ� LQTXLU\� LQWR� WKH� V\PEROLF� PHDQLQJ� RI� PHVVDJHV��.ULSSHQGRUII���������3ULRU�&65�VWXGLHV�LQWR�WKH�DQDO\VLV�RI�FRUSRUDWH�UHSRUWV�KDYH�HVWDEOLVKHG�D�ULJRURXV�PHWKRG�RI�FRQWHQW�DQDO\VLV� IRU�DQDO\]LQJ�FRUSRUDWH�VRFLDO�DQG�HQYLURQPHQWDO�DFFRXQWLQJ�DQG�UHSRUWLQJ��2QH� VXFK� PHWKRG� LQYROYHV� WKH� XVH� RI� D� WUDGLWLRQDO�� IXQFWLRQDO� IRUP� RI� FRQWHQW� DQDO\VLV� WR�PHDVXUH�HDFK�FRPSDQ\¶V�&65��*XWKULH��������*XWKULH�DQG�0DWKHZV���������(VVHQWLDOO\��WKLV�IRUP�RI�FRQWHQW�DQDO\VLV�LQYROYHV��L��WKH�VHOHFWLRQ�RI�DQDO\WLFDO�FDWHJRULHV�WR�FKDUDFWHUL]H�WKH�FRQWHQW RI�ZULWWHQ�PDWHULDO DQG� �LL�� WKH� XVH� RI� UHVHDUFK� LQVWUXPHQWV� WR� FDSWXUH� D�TXDQWLWDWLYHPHDVXUH� RI� &65� �*XWKULH� DQG� 0DWKHZV�� �������� $PRQJ� WKH� PRUH� FRPPRQ� GHILQLWLRQV� RI�FRQWHQW�DQDO\VLV��WKDW�RI�$EERWW�DQG�0RQVRQ��������LV�SUREDEO\�WKH�PRVW�ZLGHO\�TXRWHG�LQ�WKH�&65�OLWHUDWXUH��$EERWW�DQG�0RQVRQ�GHILQH�FRQWHQW�DQDO\VLV�DV�«� D� WHFKQLTXH� IRU� JDWKHULQJ� GDWD� WKDW� FRQVLVWV� RI� FRGLI\LQJ� TXDOLWDWLYH�LQIRUPDWLRQ� LQ�DQHFGRWDO�DQG� OLWHUDU\� IRUP�LQWR�FDWHJRULHV� LQ�RUGHU�WR�GHULYH�TXDQWLWDWLYH�VFDOHV�RI�YDU\LQJ�OHYHOV�RI�FRPSOH[LW\��������S������6LQFH� WKH�PLG�����V�� FRQWHQW�DQDO\VLV�KDV�EHHQ�ZLGHO\�HPSOR\HG� LQ�&65�UHVHDUFK� �VHH�� IRU�H[DPSOH��$GDPV�HW� DO��� ����D��$GDPV�HW� DO��� ������%RZPDQ�DQG�+DLUH�������%XKU�� ������&DPSEHOO��������������'HHJDQ�DQG�*RUGRQ��������'HHJDQ�HW�DO���������������(UQVW�	�(UQVW�������������)U\�DQG�+RFN��������*LEVRQ�DQG�2¶'RQRYDQ��������������+DFNVWRQ�DQG�0LOQH��������,QFH�DQG�*LIIRUG�*LIIRUG��������0D[ZHOO�DQG�0DVRQ��������2¶'Z\HU�DQG�*UD\��������3UHVWRQ�� ������ :DOGHQ� DQG� 6FKZDUW]�� ������ =pJKDO� DQG� $KPHG�� ������� 8QIRUWXQDWHO\��KRZHYHU�� WKHUH� KDV� EHHQ� OLWWOH� DWWHPSW� DW� PHWKRGRORJLFDO� FRQVLVWHQF\� RU�UHSOLFDWLRQ� DFURVV�WKHVH� GLIIHUHQW� VWXGLHV� �0LOQH� DQG� $GOHU�� ������ 8QHUPDQ�� �������� 1HYHUWKHOHVV�� WKUHH�GLVWLQJXLVKLQJ�FKDUDFWHULVWLFV�RI�FRQWHQW�DQDO\VLV�DUH�JHQHUDOO\� UHJDUGHG�DV�QHFHVVDU\�IRU� WKH�UHVXOWV�WR�EH�HPSLULFDOO\�PHDQLQJIXO��%HUHOVRQ��������
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�L� WKH�QHHG�IRU�REMHFWLYLW\�± YDULDEOHV�VKRXOG�EH�GHILQHG�VR�SUHFLVHO\�DV�WR�SHUPLW�DQ\�LWHP�WR�EH�MXGJHG�DV�HLWKHU�EHORQJLQJ�RU�QRW�EHORQJLQJ�WR�D�SDUWLFXODU�FDWHJRU\��LL� WKH�QHHG� WR�EH�V\VWHPDWLF ± WKH� LQFOXVLRQ�DQG�H[FOXVLRQ�RI�FDWHJRULHV�PXVW�EH�GRQH� LQ�DFFRUGDQFH�ZLWK�GHYHORSHG�DQG�DSSOLHG�UXOHV��LLL� WKH� QHHG� IRU� TXDQWLILFDWLRQ ± LWHPV� RI� GLVFORVXUH� VKRXOG� EH� TXDQWLILHG� DFFRUGLQJ� WR�FHUWDLQ�VSHFLILHG�PHDVXUHPHQW�UXOHV�.ULSSHQGRUII� ������� DUJXHV� WKDW� %HUHOVRQ¶V� GHILQLWLRQ� IDLOV� WR� VSHFLI\� ZKDW� µFRQWHQW¶� LV� RU�ZKDW WKH�REMHFWLYH�RI�FRQWHQW�DQDO\VLV�VKRXOG�EH��,Q�DWWHPSWLQJ�WR�EH�H[SOLFLW�DERXW�WKH�ODWWHU��.ULSSHQGRUII� ������� S����� GHILQHV� FRQWHQW� DQDO\VLV� DV� D� ³«� UHVHDUFK� WHFKQLTXH� IRU�PDNLQJ�UHSOLFDEOH� DQG� YDOLG� LQIHUHQFHV� IURP� GDWD� DFFRUGLQJ� WR� WKHLU� FRQWH[W�´� 7KH HPSKDVLV� RQ�UHSOLFDWLRQ�UHIOHFWV�.ULSSHQGRUII¶V�FRQFHUQ�ZLWK�UHOLDELOLW\�� L�H��ZKHQ�GLIIHUHQW�UHVHDUFKHUV�DW�GLIIHUHQW� SRLQWV� LQ� WLPH� DSSO\� WKH� VDPH� WHFKQLTXH� WR� WKH� VDPH� GDWD� DQG� DUULYH� DW� WKH� VDPH�UHVXOWV�� 5HSOLFDWLRQ� LV� DUJXHG� E\�.ULSSHQGRUII� WR� DOVR� LQFOXGH�%HUHOVRQ¶V� UHTXLUHPHQWV� WKDW�WKH� WRRO� EH� ERWK� REMHFWLYH� DQG� V\VWHPDWLF�� +RZHYHU�� WKHUH� LV� DUJXDEO\� VXIILFLHQW� RYHUODS�EHWZHHQ� .ULSSHQGRUII¶V� FRQFHSW� RI� UHSOLFDWLRQ� DQG� %HUHOVRQ¶V� WKUHH� GLVWLQJXLVKLQJ�FKDUDFWHULVWLFV� VR� DV� WR�EH�DEOH� WR�XVH� WKH� ODWWHU�DV�D�EDVLV� IRU�GHILQLQJ� WKH� UHVHDUFK�PHWKRG�HPSOR\HG� LQ� WKH� SUHVHQW� VWXG\�� 7KH� ILUVW� FKDUDFWHULVWLF� RI� REMHFWLYLW\ UHTXLUHV� WKDW� WKH�FDWHJRULHV� FKRVHQ� IRU� FKDUDFWHULVLQJ� WKH� FRQWHQW� RI� &('� VKRXOG� EH� GHILQHG� ZLWK� VXFK�DFFXUDF\�DV�WR�HQDEOH�LQGHSHQGHQW�MXGJHV�DSSO\LQJ�WKHP�WR�DFKLHYH�WKH�VDPH�UHVXOWV�IURP�WKH�VDPH�PHVVDJHV� �*XWKULH� DQG�0DWKHZV�� ������� 3XW� VLPSO\�� XVLQJ� V\VWHPDWLF� FDWHJRULHV� DQG�FRQVLVWHQW� DSSOLFDWLRQ� RI� WKH� FULWHULD� IRU� PHDVXUHPHQW�� DQ\� VWXG\� VKRXOG� EH� FDSDEOH� RI�UHSOLFDWLRQ�ZLWK�VLPLODU�UHVXOWV��7KH�VHFRQG�FDWHJRU\��L�H��WKH�QHHG�IRU�D�V\VWHPDWLF�DSSURDFK��UHTXLUHV� WKDW� WKH� LQFOXVLRQ� DQG� H[FOXVLRQ� RI� FDWHJRULHV� PXVW� EH� GRQH� LQ� DFFRUGDQFH� ZLWK�DSSOLHG� UXOHV� �+ROVWL�� �������7KLV�PHDQV� WKDW��XVLQJ�D�SUH�GHILQHG� WD[RQRP\�RI�GLVFORVXUHV��HDFK� FDWHJRU\� VKRXOG� EH� H[KDXVWLYH� DQG� PXWXDOO\� H[FOXVLYH�� DQG� GHILQHG� VXFK� WKDW� WKH�DOORFDWLRQ� RI� DQ� LWHP� RI� &('� WR� HDFK� FDWHJRU\� LV� QRW� D� GLVFUHWLRQDU\� SURFHVV�� 7KH� WKLUG�FKDUDFWHULVWLF��TXDQWLILFDWLRQ��KDV�EHHQ�DUJXHG�WR�EH�WKH�PRVW�GLVWLQJXLVKLQJ�IHDWXUH�RI�FRQWHQW�DQDO\VLV� LQ� FRPSDULVRQ� WR� RUGLQDU\� FULWLFDO� UHDGLQJ� �*XWKULH� DQG� 0DWKHZV�� ������� 7KHVH�LVVXHV�DUH�DGGUHVVHG�EHORZ��$�IRXUWK�SULQFLSDO�UHTXLUHPHQW�IRU�GDWD�UHOLDELOLW\�UHODWHV�WR�ZKDW�LV� NQRZQ� LQ� WKH� FRQWHQW� DQDO\VLV� OLWHUDWXUH� DV� µVKDUHG� PHDQLQJV¶� �VHH�� IRU� H[DPSOH��.ULSSHQGRUII�� ������� µ6KDUHG� PHDQLQJV¶� LPSO\� WKDW� WKH� GHILQLWLRQV� HPSOR\HG� LQ� WKH� GDWD�FROOHFWLRQ�± VXFK�DV� WKH�WD[RQRP\�RI�&('�DV�HPSOR\HG�KHUH��VHH�6HFWLRQ�����EHORZ��± DQG�GDWD� DQDO\VLV� DUH� QHJRWLDWHG� WR� DFKLHYH� FRQVLVWHQW� XQGHUVWDQGLQJ� VXFK� WKDW� LW� UHFUHDWHV� WKH�VDPH� UHIHUHQWV� LQ� DOO� WKH� DVVRFLDWHG� UHVHDUFKHUV� �*UD\� HW� DO��� ����F��� 7KHVH� LVVXHV� DUH�DGGUHVVHG�LQ�WKH�SUHVHQW�VWXG\�E\�PDNLQJ�WKH�GHILQLWLRQV�H[SOLFLW��DQG�WKURXJK�WKH�DGRSWLRQ��DV�IDU�DV�LV�SRVVLEOH�DQG�SUDFWLFDEOH��RI�GHILQLWLRQV�WKDW�DUH�ZLGHO\�DFFHSWDEOH��7KHVH�GHILQLWLRQV�KDYH�EHHQ�EDVHG�ODUJHO\�RQ�WKRVH�HPSOR\HG�LQ�WKH�*UD\�HW�DO�� �����E��F��VWXG\�DQG�DV�VXFK��JLYHQ� WKDW� WKH� ODWWHU�ZDV� LWVHOI� IROORZLQJ� D� OLQH� RI� UHDVRQLQJ� GHYHORSHG� LQ� HDUOLHU� VWXGLHV�� D�UHDVRQDEO\�KLJK�GHJUHH�RI�µVKDUHG�PHDQLQJ¶�LV�DVVXUHG�LQ�WKH�SUHVHQW�VWXG\��1HYHUWKHOHVV��WKH�DELOLW\�WR�ZKLFK�VXFK�µVKDUHG�PHDQLQJV¶�FDQ�EH�UHDOL]HG�LV�SUREOHPDWLF�IRU�WZR�UHDVRQV��.ULSSHQGRUII���������)LUVWO\��PHVVDJHV�GR�QRW�KDYH�D�VLQJOH�PHDQLQJ�WKDW�QHHGV�WR� EH� µXQZUDSSHG¶� EXW� UDWKHU� FDQ� EH� ORRNHG� DW� IURP� D� QXPEHU� RI� GLIIHUHQW� SHUVSHFWLYHV��SDUWLFXODUO\�ZKHQ� WKH\�DUH�V\PEROLF� LQ�QDWXUH���6HFRQGO\��PHDQLQJV�DUH�DOZD\V�UHODWLYH� WR�D�FRPPXQLFDWRU�� FRQYH\LQJ� GLIIHUHQW� WKLQJV� WR� GLIIHUHQW� SHRSOH�� 7KHVH� IDFWRUV� LPSO\� WKDW�
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UHVHDUFKHUV� XVLQJ� FRQWHQW� DQDO\VLV� DUH� XQOLNHO\� WR� VKDUH� WKH� VDPH� PHDQLQJV� ZLWKRXW� VRPH�IRUP�RI�VKDUHG�FXOWXUDO�DQG�VRFLR�HFRQRPLF�SROLWLFDO�SHUVSHFWLYH��+HQFH��WKHUH�LV�WKH�QHHG�IRU�VRPH� IRUP� RI� QHJRWLDWLRQ� EHWZHHQ� UHVHDUFKHUV� GXULQJ� ZKLFK� WKHVH� µVKDUHG� PHDQLQJV¶� FDQ�HPHUJH� WKURXJK� D� SURFHVV� RI� GLDORJXH�� UHLWHUDWLRQ� DQG� UHIOHFWLRQ� �*UD\�HW� DO��� ����F��� 7KLV�QHHG� IRU� QHJRWLDWLRQ� DSSOLHV� SDUWLFXODUO\� WR� &65� VWXGLHV� ZKHUH� WKHUH� LV� DQ� XQDYRLGDEOH�HOHPHQW� RI� VXEMHFWLYLW\� LQYROYHG� LQ� GHWHUPLQLQJ� ZKDW� FRQVWLWXWHV D� SDUWLFXODU� W\SH� RI�GLVFORVXUH� �=pJKDO� DQG�$KPHG�� ������� ,Q� SULRU� VWXGLHV�� WKH� ODWWHU� LVVXH� KDV� EHHQ�PLWLJDWHG�HLWKHU� WKURXJK� WKH�XVH�RI�SHULRGLF� VSRW�FKHFNV�RQ� WKH�FRQWHQW�DQDO\VLV�ZRUN� LWVHOI�RU�E\� WKH�UHSRUWV� LQ� TXHVWLRQ� EHLQJ� FRQWHQW� DQDO\VHG� E\�PRUH WKDQ� RQH� UHVHDUFKHU� �VHH�� IRU� H[DPSOH��'HHJDQ�DQG�*RUGRQ��������*LEVRQ�DQG�2¶'RQRYDQ���������%RWK�W\SHV�RI�FRQWURO�ZHUH�XVHG�LQ�WKH�SUHVHQW�VWXG\��VHH�6HFWLRQ�����EHORZ��
��� 6HYHQ�WHVWDEOH�GLPHQVLRQV�RI�HQYLURQPHQWDO�GLVFORVXUH7R� FDSWXUH� WKH� YROXPH� DQG� DVSHFWV� RI� WKH� QDWXUH� RI� &('� LQ� DQ� REMHFWLYH� PDQQHU�� VHYHQ�WHVWDEOH� GLPHQVLRQV� ZHUH� XVHG�� ���� 7KHPH�� ���� /RFDWLRQ�� ���� $PRXQW�� ���� (YLGHQFH�� ����$XGLWDELOLW\�� ���� µ1HZV¶� W\SH�� DQG� ���� &RPSOLDQFH�� )URP� ZLWKLQ� WKHVH� VHYHQ� WHVWDEOH�GLPHQVLRQV�����FRQWHQW�FDWHJRULHV�ZHUH�VHOHFWHG�ZKLFK�IRUP�WKH�EDVLV�RI�WKH�UHVHDUFK�PHWKRG�DQG�DSSURDFK�XVHG�LQ�WKH�UHVHDUFK���7KHVH�FDWHJRULHV�DQG�DVVRFLDWHG�GLPHQVLRQV�DUH�VKRZQ�LQ�7DEOH�����EHORZ�
7DEOH����6HYHQ�WHVWDEOH�GLPHQVLRQV�DQG����FRQWHQW�FDWHJRULHV�RI�HQYLURQPHQWDO�GLVFORVXUH7HVWDEOH�GLPHQVLRQ &RQWHQW�FDWHJRULHV
���7KHPH y (QYLURQPHQWy (QHUJ\y +HDOWK�DQG�6DIHW\���/RFDWLRQ y $QQXDO�UHSRUW�DQG�DFFRXQWVy 6RFLDO�UHSRUWy (QYLURQPHQW�UHSRUWy 2WKHU�UHSRUWV�IRUPLQJ�SDUW�RI�WKH�FRPSDQ\¶V�DQQXDO�UHSRUWLQJ�F\FOH���$PRXQW y 3HUFHQWDJH�RI�WKH�SDJH��$�����(YLGHQFH� y0RQHWDU\y 1RQ�PRQHWDU\�TXDQWLWDWLYHy 'HFODUDWLYH���$XGLWDELOLW\ y $XGLWDEOHy 1RQ�DXGLWDEOH���µ1HZV¶�W\SH y *RRG�y %DG�y 1HXWUDO���&RPSOLDQFH y 9ROXQWDU\y 5HTXLUHG

%RWK�.ULSSHQGRUII� ������� DQG�+ROVWL� ������� UHIHU� WR� D� QXPEHU� RI� RSWLRQV� DYDLODEOH� IRU� WKH�HQXPHUDWLRQ�RI�FRQWHQW�DQDO\VLV�DQG�LQ�SUDFWLFH�WKHUH�DUH�FRQVLGHUDEOH�GLIIHUHQFHV�LQ�WKH�OHYHO�
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RI� VRSKLVWLFDWLRQ� LQ� WKH� DSSOLFDWLRQ� RI� FRQWHQW� DQDO\VLV� WR� &65�� 6RPH� �VHH�� IRU� H[DPSOH��$EERWW�DQG�0RQVRQ��������%HONDRXL��������%RZPDQ��������%RZPDQ�DQG�+DLUH��������)U\�DQG�+RFN��������SHUIRUPHG�VLPSOH�GLFKRWRPLF�DQDO\VHV��L�H��µ\HV¶�RU�µQR¶���2WKHUV��VXFK�DV�LQ�WKH�FDVH�RI�WKH�(UQVW�	�(UQVW�VWXGLHV��������HW�VHT���VLPSO\�XQGHUWRRN�WR�FRXQW�WKH�QXPEHU�RI�LQVWDQFHV� D� SDUWLFXODU� LWHP� RI�&65�ZDV� GLVFORVHG�� 6HYHUDO�&65� UHVHDUFKHUV� �H�J��$QGHUVRQ�DQG�)UDQNOH��������*UD\�HW�DO�������E��F��,QJUDP��������-DJJL�DQG�)UHHPDQ��������FKRVH�WR�DQDO\VH� WKH� QDWXUH� RI� VRFLDO� GLVFORVXUHV� DFFRUGLQJ� WR�WKHPH ± H�J�� FRPPXQLW\� LQYROYHPHQW��SURGXFW�VDIHW\��KXPDQ�UHVRXUFHV�DQG�HQYLURQPHQWDO�SURWHFWLRQ�± DQG�IRUP�± H�J��GHVFULSWLYH��QRQ�ILQDQFLDO� DQG� ILQDQFLDO�� 'UDZLQJ� RQ� HDUOLHU� &65� UHVHDUFK� LGHDV�� SDUWLFXODUO\� WKRVH� RI�*XWKULH� DQG� 0DWKHZV� ������� DQG� *UD\� HW� DO�� �����F��� D� PHWKRG� RI UHFRUGLQJ� DQG�TXDQWLILFDWLRQ� RI� WKH� VHYHQ� GLPHQVLRQV� DV� VKRZQ� LQ� 7DEOH� ���� DERYH� ZDV� FKRVHQ� IRU� WKH�SUHVHQW� VWXG\�� ,Q� SDUWLFXODU�� WZR� UHVHDUFK� LQVWUXPHQWV� ZHUH� XVHG� IRU� GDWD� UHFRUGLQJ�� EDVHG�ODUJHO\� RQ� *XWKULH� DQG� 0DWKHZV� ������� DQG� *UD\� HW� DO�� �����F�� EXW� ZLWK� VRPH� PLQRU�DGDSWDWLRQV� WR�PHHW� WKH� VSHFLILF�REMHFWLYHV�RI� WKH�SUHVHQW� VWXG\��7KHVH� WZR� LQVWUXPHQWV�DQG�WKH�LWHPV�VKRZQ�LQ�7DEOH�����DUH�GHVFULEHG�LQ�PRUH�GHWDLO�EHORZ�
��� $�WD[RQRP\�RI�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH$V�ZLWK� DOO� UHVHDUFK�� WKH� UHVHDUFKHU� LV� UHTXLUHG� WR� SURYLGH� D� GHILQLWLRQ� RI� WKH� SKHQRPHQRQ�XQGHU� LQYHVWLJDWLRQ�� 6XFK� GHILQLWLRQV� VKRXOG� QRUPDOO\� EH� HVWDEOLVKHG� SULRU� WR� GDWD� FDSWXUH��-XSH�� ������ :LVHPDQ�� ������� 7KHVH� GHILQLWLRQV� SOD\� D� SLYRWDO� UROH� LQ� UHVHDUFK� ZKLFK�HPSOR\V�FRQWHQW�DQDO\VLV�JLYHQ�WKDW��LQ�HIIHFW��WKH�V\QWD[�DQG�VHPDQWLFV�RI�D�GDWD�ODQJXDJH�DUH�FRQVWUXFWHG�E\� WKH� UXOHV�JRYHUQLQJ� WKH� FODVVLILFDWLRQ�� FDWHJRULVDWLRQ�DQG�FRGLQJ�RI� WKDW�GDWD��.ULSSHQGRUII���������)RU�WKLV�SURFHVV�WR�EH�UHOLDEOH��LW�PXVW�EH�UHSOLFDEOH�DQG�IRU�D�SURFHVV�WR�EH�UHSOLFDEOH� WKH�UXOHV� WKDW�JRYHUQ� LW�PXVW�EH�H[SOLFLW�DQG�DSSOLFDEOH� WR�DOO�XQLWV�RI�DQDO\VLV��.ULSSHQGRUII���������+RZHYHU��WKH�UDZ�GDWD�LQ�FRPSDQ\�UHSRUWV�DUH�QRW�LQ�D�VWDWH�WKDW�PDNHV�WKHP�XVHDEOH�IRU�LPPHGLDWH�XVH�LQ�UHVHDUFK��$EERWW�DQG�0RQVRQ���������7KXV��WR�XVH�WKLV�UDZ�GDWD� LW� LV� QHFHVVDU\� WR� IRUPXODWH� D� GLVFORVXUH� WD[RQRP\� EDVHG� RQ� GHILQHG� FDWHJRULHV� RI�GLVFORVXUH�DQG�WKHQ�WR�FRGH�WKH�UDZ�GDWD�LQ�WHUPV�RI�WKHVH�GLIIHUHQW�FDWHJRULHV��,GHDOO\��FDWHJRULHV�RI�GDWD�� VXFK�DV�FDWHJRULHV�RI�&65�&('��XVHG� LQ�FRQWHQW�DQDO\VLV�VKRXOG�UHVXOW� IURP� D� V\VWHPDWLF� DSSOLFDWLRQ� RI� D� VHW� RI� UXOHV� ZKLFK� UHQGHU� VXFK� FDWHJRULHV� ERWK�H[KDXVWLYH� DQG�PXWXDOO\� H[FOXVLYH� �,QJUDP�DQG�)UD]LHU�� ������� µ([KDXVWLYH¶� LQ� WKLV�FRQWH[W�UHIHUV�WR�WKH�DELOLW\�RI�D�GDWD�ODQJXDJH�WR�UHSUHVHQW�DOO�UHFRUGLQJ�XQLWV�ZLWKRXW�H[FHSWLRQ��L�H��QR� LWHP� RI� GDWD� VKRXOG� EH� H[FOXGHG� IRU� UHDVRQV� RI� ODFN� RI� GHVFULSWLYH� WHUPV� DYDLODEOH��.ULSSHQGRUII���������6LPLODUO\��µPXWXDOO\�H[FOXVLYH¶�UHIHUV�WR�WKH�DELOLW\�RI�D�GDWD�ODQJXDJH�WR�PDNH�FOHDU�GLVWLQFWLRQV�DPRQJ�WKH�SKHQRPHQD�WR�EH�UHFRUGHG��L�H��QR�LWHP�RI�GDWD�VKRXOG�IDOO� EHWZHHQ� WZR� FDWHJRULHV� RU� EH� UHSUHVHQWHG� E\� WZR� RU� PRUH� FDWHJRULHV� �.ULSSHQGRUII���������7KXV��LQ�WKH�FRQWH[W�RI�&65��WKH�³«�V\VWHPDWLF�FULWHULRQ�UHTXLUHV�D�VHW�RI�H[KDXVWLYH�UXOHV�ZKLFK�ZLOO�GHWHUPLQH�WKH�FDWHJRU\�³&65´�DQG�WKH�VXE�FDWHJRULHV��LI�DQ\��LQ�D�PXWXDOO\�H[FOXVLYH� DQG� DOO�HPEUDFLQJ� PDQQHU´� �*UD\� HW� DO�� ����F�� S������ ,Q� SUDFWLFH�� ZLWKLQ� WKH�PDLQVWUHDP� &65� OLWHUDWXUH� WKH� JHQHUDOO\�DFFHSWHG� DSSURDFK� WR� WKHVH� LVVXH� LQYROYHV� D� WZR�VWDJH�SURFHGXUH��ILUVWO\��D�VHW�RI�UXOHV�LV�GHYHORSHG�ZKLFK�GHILQH�ZKDW�LV�DQG�ZKDW�LV�QRW�&65��DQG� VHFRQGO\�� WKH� YDOLGLW\� RI� WKRVH� UXOHV� DQG� WKH� VXEVHTXHQW�GHILQLWLRQ� LV� WKHQ�GHEDWHG� �L�H��QHJRWLDWHG�� DPRQJVW� WKH� VFLHQWLVWV�ZRUNLQJ� LQ� WKDW� SDUDGLJP�� ,Q� UHODWLRQ� WR� WKH� VHW� RI� UXOHV�ZKLFK�GHILQH�&65��WKHVH�UXOHV�DUH�VRPHZKDW� WDXWRORJLFDO� LQ�WKH�VHQVH�WKDW�ZKDW�IDOOV�ZLWKLQ�
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WKH�UXOHV�LV��E\�GHILQLWLRQ��&65�DQG�WKDW�ZKLFK�IDOOV�RXWVLGH�WKHP�LV�QRW��+HQFH��LQ�HIIHFW��WKH�GHILQLWLRQ� RI� &65��E\� LWVHOI�� SDUWLWLRQV� WKH� FRUSRUDWH� UHSRUWLQJ� DQG� GLVFORVXUH� XQLYHUVH� LQWR�WZR� GLVWLQFW� DQG� PXWXDOO\� H[FOXVLYH� FODVVHV� ± &65� DQG� QRQ�&65��� ,Q� DGGLWLRQ�� WKHVH�FDWHJRULHV�DUH�PDGH�H[KDXVWLYH�E\�WKH�LQFOXVLRQ�RI�D�FDWHJRU\�WKDW�UHSUHVHQWV�DOO�XQLWV�RI�&65�GDWD�QRW�UHSUHVHQWHG�LQ�DQ\�RI�WKH�RWKHU�FDWHJRULHV��VXFK�FDWHJRULHV�EHLQJ�ODEHOOHG�DV�µRWKHU¶��7KLV�DSSURDFK�LV�IROORZHG�LQ�WKH�SUHVHQW�VWXG\��%DVHG� RQ� WKH� JHQHUDO� GHILQLWLRQ� SURYLGHG� LQ� &KDSWHU� �� �7DEOH� ������ &('� LV� FODVVLILHG� LQWR�VHYHQ� PXWXDOO\� H[FOXVLYH� FDWHJRULHV�� 7KHVH� FDWHJRULHV� DUH� EDVHG� YHU\� FORVHO\� RQ� WKH� VXE�FDWHJRULHV� RI� µHQYLURQPHQW¶� DV� GHILQHG� E\� *UD\� HW� DO� �����F��� WKH� ODWWHUV¶� VWXG\� EHLQJ� DV�FRPSDUDEOH�DV�SRVVLEOH� WR� WKH� VRFLDO�GLVFORVXUH�FDWHJRULHV�XVHG� LQ� WKH�(UQVW�	�(UQVW� �������VWXG\��� )ROORZLQJ� ERWK� *UD\� HW� DO�� �����F�� DQG� .RNXEX� DQG� <DPDJDPL� ��������µHQYLURQPHQWDO�GLVFORVXUH¶� LV�GHILQHG�DV�WKH�VXP�RI�µHQYLURQPHQW¶��µHQHUJ\¶�DQG�µKHDOWK�DQG�VDIHW\¶�� ZLWK� WKH� VXE�FDWHJRU\� µHQYLURQPHQW¶� IXUWKHU� FDWHJRULVHG� LQWR� VHYHQ� VXE�FDWHJRULHV��7KH�UHVXOWDQW VHW�RI�QLQH�VXEFDWHJRULHV�RI�&('�DUH�DV�IROORZV���L��HQYLURQPHQWDO�SROLF\���LL��HQYLURQPHQWDO� PDQDJHPHQW�� V\VWHPV� DQG� DXGLW� �LLL�� HQYLURQPHQWDO�SURGXFW� DQG� SURFHVV�UHODWHG� �LY�� HQYLURQPHQWDO� ILQDQFLDOO\±UHODWHG� GDWD� �Y�� VWDNHKROGHU� UHODWLRQV� �YL��VXVWDLQDELOLW\�� �YLL�� HQYLURQPHQW� ± RWKHU� �YLLL�� HQHUJ\�� DQG� �L[�� KHDOWK� DQG� VDIHW\� 7KHVH�FDWHJRULHV� DUH� GHILQHG� E\� WKH� GHFLVLRQ� UXOHV� VHW� RXW� LQ�$SSHQGL[����ZKLFK� DOVR�SURYLGHV� DQ�LOOXVWUDWLRQ� RI� WKH� W\SH� RI� &('�ZKLFK� IDOOV�ZLWKLQ� HDFK� FDWHJRU\��� 7KHVH� H[DPSOHV� DUH� QRW�LQWHQGHG�WR�EH�H[KDXVWLYH��7KHLU�SULPDU\�SXUSRVH�LV�WR�VHUYH�DV�JXLGDQFH�IRU�GHFLGLQJ�ZKHWKHU�RU�QRW�D�VSHFLILF�LWHP�RI�GLVFORVXUH�IDOOV�ZLWKLQ�WKH�GHILQLWLRQ�RI�&('�DV�XVHG�LQ�WKH�SUHVHQW�VWXG\��2QH�RI� WKH�SULQFLSDO�SXUSRVHV�RI�FRQWHQW�DQDO\VLV� LQ� WKLV�FRQWH[W� LV� WR�SODFH� LWHPV�RI�GLVFORVXUH� LQWR� FDWHJRULHV� LQ� RUGHU� WR� GHULYH� FRQFOXVLRQV� DERXW�WKHPDWLF FRQWHQW��+RZHYHU��HYHQ�ZLWK�WKH�QLQH�FDWHJRULHV�RI�&('�DV�VKRZQ�DERYH��DQ�HOHPHQW�RI�MXGJPHQW�LV�XQDYRLGDEOH�LQ� FODVVLI\LQJ� LWHPV� RI� &('�� 7KH� YDULRXV� GHFLVLRQ� UXOHV� LQ� UHODWLRQ� WR� WKH� FDWHJRULHV� RI�HQYLURQPHQWDO�GLVFORVXUH�DV�VHW�RXW�LQ�$SSHQGL[���DUH�GHULYHG�IURP�WKRVH�VHW�RXW�LQ�*UD\�HW�DO�� �����F��$SSHQGL[�����+RZHYHU�� WKH�QXPEHU�RI�GHFLVLRQ�UXOHV�KDV�EHHQ�H[SDQGHG�WR�WDNH�LQWR�DFFRXQW� WKH�SUHVHQW�VWXG\¶V�LQFOXVLRQ�RI�VRFLDO�DQG�HQYLURQPHQW�UHSRUWV��WKH�*UD\�HW�DO��VWXG\� ZDV� OLPLWHG� WR� DQQXDO� UHSRUWV� RQO\����� 7KH� GHILQLWLRQ� RI� µHQYLURQPHQWDO� GLVFORVXUH¶��ZKLOVW� QHFHVVDULO\� DUELWUDU\� LQ� QDWXUH�� KDV� WKXV� EHHQ� DIIRUGHG� VRPH�GHJUHH� RI�SUHFLVLRQ� DQGXQLTXHQHVV�WKURXJK�WKH�XVH�RI�FDWHJRULHV�DQG�GHFLVLRQ�UXOHV��7KH�UHVXOW��DV�ZLWK�WKH�*UD\�HW�DO�������F��S�����VWXG\�LV�DUJXHG�WR�EH�³«�DW�OHDVW��WUDQVSDUHQW�DQG�UHSOLFDEOH��HYHQ�LI�LW�IDLOV�WR�PHHW�DQ�LGHDO�RI�D�IL[HG�DQG�SHUIHFW�GHILQLWLRQ�´�7KH� DFWXDO SURFHVV� RI� FODVVLI\LQJ� LWHPV� RI� &('� LQYROYHG� H[DPLQLQJ� HDFK� FRPSDQ\� UHSRUW�SDJH�E\�SDJH��$Q\�GLVFORVXUH� LWHP�ZKLFK�ZDV�GHHPHG� WR� IDOO�ZLWKLQ� WKH�GHILQLWLRQ�RI�&('�ZDV� FDSWXUHG� DQG� DVFULEHG� YDOXHV� LQ� UHODWLRQ� WR� ERWK� YROXPH� DQG� FKDUDFWHU� �VHH� EHORZ� DW�VHFWLRQV�����DQG������ UHVSHFWLYHO\���$V�D� UHVXOW��DOO�RWKHU�GLVFORVXUH� LWHPV�ZKLFK�GLG�QRW�IDOO�LQWR�WKH�FDWHJRULHV�VKRZQ�DERYH�ZHUH�GHILQHG�DV�EHLQJ�QRW�&('�DQG�WKHUHIRUH�H[FOXGHG�IURP�WKH�VWXG\��'LVFORVXUHV�UHODWLQJ�WR�FRPPXQLW\�LQYROYHPHQW� LVVXHV�LQ�JHQHUDO DUH�H[FOXGHG�RQ�WKH�EDVLV�WKDW�VXFK�LVVXHV�DUH�QRW�VSHFLILFDOO\�UHODWHG�WR�HQYLURQPHQW��KHDOWK�DQG�VDIHW\�EXW�IDOO�ZLWKLQ� WKH� ZLGHU� DPELW� RI� &65�� 6LPLODUO\�� GLVFORVXUHV� ZKLFK� FOHDUO\� UHODWHG� WR� SDUW� RI� D�FRPSDQ\¶V�QRUPDO�EXVLQHVV�RSHUDWLRQV��IRU�H[DPSOH��ZKHUH�WKH�FRPSDQ\�LV�LQYROYHG�LQ�ZDVWH�GLVSRVDO��HQYLURQPHQWDO� WHFKQRORJ\�RU�HQHUJ\�HIILFLHQF\��ZHUH�H[FOXGHG��7KXV��IRU�H[DPSOH��ZKHUH� D� FRPSDQ\� KDV� D� GLYLVLRQ� ZKRVH� EXVLQHVV� LV� WKH� UHF\FOLQJ� RI� RWKHU� SHRSOH¶V� ZDVWH��
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GLVFORVXUHV� UHODWLQJ� WR� WKH� EXVLQHVV� DVSHFWV� RI� LWV� RSHUDWLRQV� �H�J�� ILQDQFLDO� DQG� RSHUDWLRQDO�SHUIRUPDQFH��ZRXOG�QRW�EH�FODVVLILHG�DV�µ&('¶��+RZHYHU��DQ\�GLVFORVXUHV�ZKLFK�UHIHUUHG�WR��IRU� H[DPSOH�� WKH� LQWURGXFWLRQ� RI� DQ� HQYLURQPHQWDO� SODQ� RU� HQYLURQPHQWDO� PDQDJHPHQW�V\VWHPV�WR�UHGXFH�WKH�GLYLVLRQ¶V�HQYLURQPHQWDO�LPSDFWV��ZRXOG�QRUPDOO\�EH�WUHDWHG�DV�µ&('¶�
��� /RFDWLRQ�RI�HQYLURQPHQWDO�GLVFORVXUH0HWKRG�LVVXHV�FRQFHUQLQJ�WKH�ORFDWLRQ�RI�GDWD�IRFXV�RQ�WZR�PDMRU�FRQFHUQV��7KH�ILUVW�UHODWHV�WR� WKH�TXHVWLRQ�RI�ZKLFK�FRUSRUDWH�FRPPXQLFDWLRQV�DUH� WR�EH XVHG�DQG�ZKDW� LPSRUWDQFH��LI�DQ\�� LV� WR�EH�SODFHG�RQ�HDFK��7KH�VHFRQG�DVSHFW�UHODWHV� WR�ZKHUH�LQ�D�SDUWLFXODU�GRFXPHQW�D�SLHFH� RI� GDWD� UHVLGHV� DQG�ZKDW� LPSRUWDQFH� WKLV� KDV� �LI� DQ\�� IRU� VXEVHTXHQW� DQDO\VLV�� ,Q� WKH�FDVH�RI�WKH�SUHVHQW�VWXG\��&('�LV�GLVWLQJXLVKHG�LQ�WHUPV�RI�ZKLFK�UHSRUW�LW�DSSHDUV�LQ�EXW�QR�GLVWLQFWLRQ� LV�PDGH� LQ� WHUPV�RI� WKH�ORFDWLRQ RI� WKH�GDWD�ZLWKLQ� WKDW� UHSRUW����7KH�SURFHVV�RI�GHFLGLQJ�ZKLFK�FRPPXQLFDWLRQV�WR�LQFOXGH�LQ�DQ\�VWXG\�RI�&65�LV�SUREOHPDWLF�LQ�LWVHOI��VHH��IRU� H[DPSOH�� *XWKULH� DQG� 0DWKHZV�� ������ +DFNVWRQ� DQG� 0LOQH�� ������ +DUGHZLMN�� ������0LOQH� DQG� $GOHU�� ������ 3LHW�� ������ 8QHUPDQ�� ������ =pJKDO� DQG� $KPHG�� ������� 7KLV� LV�EHFDXVH��HQ�SULQFLSH��DOO�IRUPV�RI�GDWD�UHDFKLQJ�WKH�SXEOLF�GRPDLQ�FDQ�EH�FRQVLGHUHG�SDUW�RI�WKH�RUJDQL]DWLRQ�VRFLHW\�GLDORJXH�DQG�WKXV�SDUW�RI�D�VWXG\�RI�&65��*UD\�HW�DO�������F���+HQFH��LQ�DQ�LGHDO�ZRUOG��DOO�FRPPXQLFDWLRQV�E\�D�FRUSRUDWLRQ�ZRXOG�QHHG�WR�EH�LQFOXGHG�DV�VRXUFH�GRFXPHQWV� LI� WKH� JRDO� LV� WR� FDSWXUH�DOO &('�� ,Q� SUDFWLFH�� WKHUH� DUH�PDQ\� GLIIHUHQW�ZD\V� LQ�ZKLFK� FRUSRUDWLRQV� FKRRVH� WR� FRPPXQLFDWH� VRFLDO� DQG� HQYLURQPHQWDO� UHVSRQVLELOLW\�LQIRUPDWLRQ�WR�VRFLHW\��7KHVH�LQFOXGH��EXW�DUH�QRW�OLPLWHG�WR�����L� UHSRUWLQJ�WKURXJK�WKH�DQQXDO�DFFRXQWV��L�H��WKH�EDODQFH�VKHHW��SURILW�DQG�ORVV�DFFRXQW��RU�WKH� QRWHV�� RU� RWKHU� VXSSOHPHQWDU\�PDWHULDO� LQFOXGHG� DV� SDUW� RI� WKHP�� LQ� WKH� VWDWXWRU\�DQQXDO�UHSRUW���LL� UHSRUWLQJ�WKURXJK�RWKHU�SDUWV�RI�WKH�VWDWXWRU\�DQQXDO�UHSRUW��DQG�DVVRFLDWHG�GRFXPHQWV���VXFK�DV�SUHVLGHQW¶V�RU�FKDLUPDQ¶V�OHWWHU�WR�VKDUHKROGHUV���LLL� UHSRUWLQJ� WKURXJK� RWKHU� IRUPDO� UHSRUWV�� VXFK� DV� VWDQG�DORQH� HQYLURQPHQW� UHSRUWV� DQG�VRFLDO�UHSRUWV��DQG��LY� RWKHU� IRUPV� RI� VHOI�UHSRUWLQJ� WKURXJK� EURFKXUHV�� SDPSKOHWV� DQG� HGXFDWLRQDO� PDWHULDO��FRPSDQ\� YLGHRV�� DGYHUWLVLQJ�� LQWHUQHW� ZHE� VLWHV�� SURGXFW� SDFNDJLQJ� DQG� ODEHOOLQJ��FRQIHUHQFHV��HPSOR\HH�WUDLQLQJ�SURJUDPPHV��VKDUHKROGHU�URDG�VKRZV��VWDNHKROGHU�IRFXV�JURXS�PHHWLQJV�DQG�RSHQ�GD\V�,Q�SUDFWLFH� LW� LV� DOPRVW� LPSRVVLEOH� WR�EH�FHUWDLQ� WKDW�DOO� VXFK�FRPPXQLFDWLRQV�DUH� LGHQWLILHG�DQG� FDSWXUHG� �=pJKDO� DQG� $KPHG�� ������� )DFHG� ZLWK WKLV� GLOHPPD�� DQ� RYHUZKHOPLQJ�PDMRULW\� RI� &65� UHVHDUFKHUV� WDNH� D� SUDJPDWLF� DSSURDFK� E\� YLHZLQJ� WKH� DQQXDO� UHSRUW� DQG�DFFRXQWV�WR�VKDUHKROGHUV�DV�DQ�DSSURSULDWH�VRXUFH�IRU�VRFLDO�DQG�HQYLURQPHQWDO�UHVSRQVLELOLW\�LQIRUPDWLRQ� �8QHUPDQ���������$GDPV�HW� DO� �����D��� IRU�H[DPSOH�� FKRVH� WR� IRFXV� VROHO\�RQ�DQQXDO� UHSRUWV� RQ� WKH� EDVLV� WKDW� VXFK� UHSRUWV� UHSUHVHQW� WKH� VLQJOH�PRVW� LPSRUWDQW� VRXUFH� RI�LQIRUPDWLRQ� RQ� FRUSRUDWH� DFWLYLWLHV� DQG� WKH� RQH� ZKLFK� DQ\� JHQHUDO� LQTXLUHU� ZRXOG� WHQG� WR�FRQVXOW�ILUVW��$QQXDO�UHSRUWV�DUH�VHHQ�DV�D�SDUWLFXODUO\�HIIHFWLYH�OHJLWLPDWLQJ�PHGLXP�E\�YLUWXH�RI� WKHLU� ZLGHVSUHDG� XVH�� DFFHSWDQFH� DQG� UHFRJQLWLRQ� E\� LQYHVWRUV�� FUHGLWRUV�� HPSOR\HHV��SUHVVXUH�JURXSV�DQG�JRYHUQPHQW��%D\�DQG�3HWLW��������'HHJDQ�DQG�5DQNLQ��������1HX�HW�DO���������2¶'Z\HU�����������$V�VXFK��DQQXDO�UHSRUWV�DUH�VHHQ�DV�WKH�PRVW�LPSRUWDQW�GRFXPHQW�LQ�WHUPV�RI� WKH�RUJDQL]DWLRQ¶V�FRQVWUXFWLRQ�RI� LWV�RZQ�VRFLDO� LPDJHU\��+LQHV������D��1HLPDUN��
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������� ,QGHHG�� PXFK� RI� WKH� LQWHUHVW� LQ� VRFLDO� DQG� HQYLURQPHQWDO� UHSRUWLQJ� OLHV� LQ� WKHFRQVWUXFWLRQ� RI� µDFFRXQWV¶� RI� WKH� RUJDQL]DWLRQ¶V� VRFLDO� DQG� HQYLURQPHQWDO� DFWLYLWLHV� LQ� WKH�FRPSDQ\¶V� SULQFLSDO� DFFRXQWDELOLW\� GRFXPHQW�� WKH� DQQXDO� UHSRUW� �*UD\�HW� DO��� ������� 7KLV�ODWWHU�DUJXPHQW�SURYHG�SHUVXDVLYH�LQ�WKH�FDVH�RI�WKH�*UD\�HW�DO� VWXG\�7KH� FRQVWUXFWLRQ� RI� WKH� RUJDQL]DWLRQ� LV� FULWLFDO� LQ� WHUPV� RI� KRZ� WKH�RUJDQL]DWLRQ� LV� VHHQ� DQG� MXGJHG�� 7KH� VRFLDO� DQG� HQYLURQPHQWDO� IDFWRUV�IUHTXHQWO\� ZLOO� SURGXFH� FRQIOLFWV� ZLWK� WKH� ILQDQFLDO� DPELWLRQV� RI� WKH�RUJDQL]DWLRQ�DQG� LWV�RZQHUV��7KH�SUHVHQWDWLRQ��ZLWKLQ� WKH� VDPH�GRFXPHQW�RU�UHSRUWLQJ� SURFHVV�� RI� WKH� ILQDQFLDO� RQ� WKH� RQH� KDQG� DQG� WKH� VRFLDO� DQG�HQYLURQPHQWDO�RQ� WKH�RWKHU��EHFRPHV�DQ� LPSRUWDQW�HOHPHQW� LQ�GHPRQVWUDWLQJ�WKH�H[WHQW��LI�DW�DOO��WR�ZKLFK�WKH�RUJDQL]DWLRQ�UHFRQFLOHV�WKHVH�PDWWHUV �����F��S�����7KXV��WKH�DQQXDO�UHSRUW�FDQ�EH�VHHQ�DV�DQ�LPSRUWDQW�PHDQV�RI�ERWK�FRPPXQLFDWLRQ DQG�VRFLDO�FRQVWUXFWLRQ�� 2WKHUV� �VHH�� IRU� H[DPSOH�� &DPSEHOO�� ������ :LOPKXUVW� DQG� )URVW�� ������:LVHPDQ��������KDYH�HPSOR\HG� WKH� VDPH�DUJXPHQW��YLHZLQJ� WKH�DQQXDO� UHSRUW�DV�RQH�RYHU�ZKLFK�� JLYHQ� WKHLU� DOPRVW� FRPSOHWH� HGLWRULDO� FRQWURO��PDQDJHPHQW� LV� DEOH� WR� VHOHFW�ZKDW� LV�FRPPXQLFDWHG�� DQG� WKXV� WKH� VRFLDO� FRQVWUXFWLRQ� ZKLFK� PDQDJHPHQW� VHHNV� WR� SUHVHQW�� WR�VRFLHW\�� 2WKHU� &65� UHVHDUFKHUV� DUJXH� WKDW� DOWKRXJK� WKHUH� DUH� PDQ\� RWKHU�FRPPXQLFDWLRQ�YHKLFOHV�HPSOR\HG�E\�D�FRUSRUDWLRQ��H�J��YHUEDO�FRPPXQLFDWLRQ��DGYHUWLVLQJ��SXEOLF�UHODWLRQV�EURFKXUHV�� DQG� HPSOR\HH�QHZVOHWWHUV�� QRQH�RI� WKHVH�KDV� WKH� OHJLWLPDF\� �%XKU�� ������RU� WKH�LQIOXHQFH��$GDPV�DQG�+DUWH��������RI�WKH�DQQXDO�UHSRUW��+RZHYHU��WKLV�LVVXH�LV�IDU�IURP�FOHDU�FXW� DQG� WKHUH� DUH�ZHDNQHVVHV� LQ� UHO\LQJ� VROHO\� RQ� WKH� DQQXDO� UHSRUW��0RVW� VLJQLILFDQWO\�� DQ�H[FOXVLYH� IRFXV�RQ� DQQXDO� UHSRUWV� WR� WKH� H[FOXVLRQ�RI�RWKHU� LQIRUPDWLRQ� VRXUFHV� LV� OLNHO\� WR�UHVXOW� LQ� DQ� LQFRPSOHWH� SLFWXUH� RI� GLVFORVXUH� DQG� UHSRUWLQJ� SUDFWLFHV� �5REHUWV�� &��� ������8QHUPDQ��������9DQ�1XIIHO�HW� DO��� ������� ,Q� WKH� VDPH�YHLQ��ERWK�'HHJDQ�HW�DO�� �������DQG�=pJKDO�DQG�$KPHG��������DUJXH�WKDW�RWKHU�IRUPV�RI�PHGLD�VKRXOG�EH�UHFRJQLVHG�LQ�RUGHU�WR�REWDLQ� D� PRUH� FRPSOHWH� SLFWXUH� RI� WKH� VRFLDO� DQG� HQYLURQPHQWDO� LQIRUPDWLRQ� GLVFORVXUH�DFWLYLWLHV� RI� DQ� RUJDQL]DWLRQ�� 'HHJDQ� HW� DO�� �������� IRU� H[DPSOH�� GLVFRYHUHG� VLJQLILFDQW�DPRXQWV� RI� HQYLURQPHQWDO� GLVFORVXUHV� LQ� RWKHU� UHSRUWV� DQG� WKXV� TXHVWLRQ� WKH� XVHIXOQHVV� RI�µDQQXDO� UHSRUW�RQO\¶� FRQWHQW� DQDO\VLV� VWXGLHV� LQ� H[SODLQLQJ�&65��5HFHQW�HPSLULFDO�HYLGHQFH�SURYLGHG�E\�8QHUPDQ���������EDVHG�RQ�D�FRQWHQW�DQDO\VLV�RI�DQQXDO�DQG�RWKHU�UHSRUWV�ZKLFK�IRUPHG� SDUW� RI� WKH� 6KHOO� 7UDQVSRUW� DQG� 7UDGLQJ� &R�� /WG�¶V� UHJXODU� UHSRUWLQJ� F\FOH�� FOHDUO\GHPRQVWUDWHV�WKDW�D�ODUJH�SDUW�RI�6KHOO¶V�&65�ZRXOG�KDYH�EHHQ�PLVVHG�KDG�WKH�VWXG\�IRFXVHG�H[FOXVLYHO\� RQ� DQQXDO� UHSRUWV���� /LQGEORP� ������� DUJXHV� WKDW� OHJLWLPDWLRQ� VWUDWHJLHV� �VHH�&KDSWHU����E\�FRUSRUDWLRQV�PD\�LQYROYH�WKH�XVH�RI�RWKHU�YHKLFOHV�IRU�&65�QRW�MXVW�WKH�DQQXDO�UHSRUW��,Q�KHU�YLHZ��WKH�DQQXDO�UHSRUW�PD\�QRW�EH�WKH�EHVW�YHKLFOH�IRU�GLVFORVXUH�WR�FHUWDLQ�RI�WKH� UHOHYDQW� SXEOLFV�� 6LPLODUO\�� 2¶'Z\HU¶V� ������� UHVHDUFK� VWXG\� VXJJHVWV� WKDW� WKH� DQQXDO�UHSRUW�PD\�QRW�EH�WKH�SULPH�YHKLFOH�WKURXJK�ZKLFK�DOO�FRPSDQLHV�VHHN�WR�FRPPXQLFDWH�ZLWK�VRFLHW\� RQ� VRFLDO� DQG� HQYLURQPHQWDO� LVVXHV�� %DVHG� RQ� D� VHULHV� RI� ��� VHPL�VWUXFWXUHG�LQWHUYLHZV� ZLWK� VHQLRU� H[HFXWLYHV� RI� ,ULVK� OLVWHG� FRPSDQLHV� DFURVV� VHYHQ� LQGXVWU\� VHFWRUV��2¶'Z\HU�UHSRUWV�WKDW����LQWHUYLHZHHV��«� H[SUHVVHG� FRQFHUQ� DW� WKH� LQFUHDVLQJ� OHQJWK� RI� WKH� DQQXDO� UHSRUW� DQG� WKH�FRVW� DULVLQJ� IURP� WKH� SURGXFWLRQ� RI� ZKDW� ZDV� RIWHQ� VHHQ� DV� DQ� RYHUO\� ORQJ�GRFXPHQW�� 7KLV� DSSHDUHG� WR� LPSO\� WKDW� QXPHURXV� FRPSDQLHV� ZRXOG� EH�
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GHWHUUHG�IURP�XVLQJ�WKH�DQQXDO�UHSRUW�IRU�&65� DV�WKHUH�ZHUH�DOUHDG\�VR�PDQ\�VWDWXWRU\�DQG�RWKHU�UHSRUWLQJ�JXLGHOLQHV�WR�EH�IROORZHG�WKHUHLQ��$OVR��LI�VRFLDO�GLVFORVXUH�ZDV�WR�EH�LQFOXGHG��LW�ZDV�SHUFHLYHG�WKDW�WKHUH�ZRXOG�EH�OLWWOH�URRP�WR�GHDO�ZLWK�LW�LQ�DQ\�GHSWK�GXH�WR�VSDFH�DQG�FRVW�FRQVWUDLQWV �������S�����7KHUH�LV�DOVR�HYLGHQFH�WR�VXJJHVW�WKDW�FRUSRUDWH�HQYLURQPHQW�UHSRUWV�DUH�UHGXFLQJ�WKH�DPRXQW�RI� HQYLURQPHQWDO� LQIRUPDWLRQ� DSSHDULQJ� LQ� WKH� DQQXDO� UHSRUW� DQG� DFFRXQWV�� $N]R�1REHO�� D�ODUJH�'XWFK�EDVHG�FKHPLFDOV�FRPSDQ\��UHIHUUHG�WR�WKH�UROH�RI�DQQXDO�DQG�HQYLURQPHQW�UHSRUWV�LQ�LWV������DQQXDO�UHSRUW�DQG�DFFRXQWV�DV�IROORZV�%\�PLG������ZH�ZLOO� DOVR� SXEOLVK� RXU� ILUVW� FRUSRUDWH� HQYLURQPHQWDO� DQQXDO�UHSRUW�� 7KLV� UHSRUW� ZLOO� GHDO� ZLWK� VXFK� LVVXHV� DV� WKH� HQYLURQPHQWDO� HIIRUWV�PDGH�E\�$N]R�GXULQJ����������7KLV�LV�WKH�UHDVRQ�ZK\�HQYLURQPHQWDO�LVVXHV�DUH�JLYHQ�OHVV�SURPLQHQFH�KHUH �S�����$� NH\� LVVXH� KHUH� LV� WKDW�� LQ� WKH� FRQWH[W� RI� WKH� YDULRXV� EXVLQHVV�VRFLHW\� LVVXHV� DGGUHVVHG�SUHYLRXVO\�LQ�&KDSWHUV���DQG����UHO\LQJ�RQO\�RQ�DQQXDO�UHSRUWV�H[SRVHV�&65�UHVHDUFKHUV�WR�WKH�ULVN� RI� H[FOXGLQJ� ODUJH� DQG� SRWHQWLDOO\� LQIOXHQWLDO� SURSRUWLRQV� RI� HQYLURQPHQWDO� GLVFORVXUH��SDUWLFXODUO\�WKDW�UHOHDVHG�WKURXJK�HQYLURQPHQWDO�DQG�VRFLDO�UHSRUWV��+RZHYHU��WR�GDWH�YHU\�IHZ&65�VWXGLHV�KDYH�DWWHPSWHG�WR�LQFRUSRUDWH�GDWD�VRXUFHV�RWKHU�WKDQ�WKH�DQQXDO�UHSRUW��QRWDEOH�H[FHSWLRQV� EHLQJ�� %XKU� DQG� )UHHGPDQ� �������� ZKR� DQDO\VHG� DQQXDO� UHSRUWV�� VHFXULWLHV�H[FKDQJH� ILOLQJV�DQG�HQYLURQPHQW� UHSRUWV��+DUWH�DQG�2ZHQ� �������DQG�3I|KOHU� �������ZKR�DQDO\VHG�DQQXDO�UHSRUWV�DQG�HQYLURQPHQW�UHSRUWV��8QHUPDQ���������ZKR�DQDO\VHG�GRFXPHQWV�SXEOLVKHG� DV� SDUW� RI� D� UHJXODU� UHSRUWLQJ� F\FOH�� =pJKDO� DQG� $KPHG�� �������� ZKR� DQDO\VHG�DQQXDO�UHSRUWV��FRUSRUDWH�DGYHUWLVHPHQWV�DQG�EURFKXUHV�����:KLOVW�WKHUH�ZRXOG�VHHP�WR�EH�QR�ULJKW�RU�ZURQJ�DQVZHUV�WR�WKLV�SDUWLFXODU�LVVXH��D�GHFLVLRQ�ZDV�WDNHQ�WR�LQFOXGH�UHSRUWV�RWKHU�WKDQ�MXVW�WKH�DQQXDO�UHSRUW�DQG�DFFRXQWV����1RWZLWKVWDQGLQJ�WKH�LPSRUWDQFH�RI�DQQXDO�UHSRUWV��WKH�H[FOXVLRQ�RI�RWKHU� UHSRUWV��SDUWLFXODUO\�VWDQG�DORQH�HQYLURQPHQW� UHSRUWV� �VHH�&KDSWHU�����ZDV�FRQVLGHUHG�WRR�OLPLWLQJ�LQ�WHUPV�RI�WKH�YROXPH�RI�&('�WKDW�ZRXOG�IDOO�RXWVLGH�WKH�VFRSH�RI� WKH� VWXG\�� 7KH� IROORZLQJ� GHFLVLRQV� UXOHV� ZHUH� WKHUHIRUH� DGRSWHG� IRU� WKH� SXUSRVHV� RI�LGHQWLI\LQJ�ZKLFK�VRXUFH�GRFXPHQWV�WR�LQFOXGH�LQ�WKH�VWXG\��L� FRPSDQ\�UHSRUWV�ZKLFK�PHHW�DOO RI�WKH�IROORZLQJ�FULWHULD�DUH�WR�EH�LQFOXGHG��D� WKH�GRFXPHQW�LV�FRPSDQ\�ZLGH��E� LW�LV�LQ�WKH�SXEOLF�GRPDLQ��F� LW�LV�SDUW�RI�D�UHJXODU�DQG�RQ�JRLQJ�UHSRUWLQJ�F\FOH��DQG�G� WKH�SHULRG�FRYHUHG�E\�WKH�UHSRUW�LV�DW�OHDVW�RQH�\HDU��L�H��WZHOYH�PRQWKV�����LL� ZKHUH�D�GRFXPHQW�LV�SURYLGHG�ZLWK�RU�ZKLFK�DFFRPSDQLHV�D�UHSRUW�LGHQWLILHG�XQGHU��L���VXFK�GRFXPHQW�LV�WR�EH�LQFOXGHG�LQ�WKH�VWXG\��LLL� ZKHUH�VHSDUDWH�GRFXPHQWV�DUH�UHIHUUHG�WR�DV�EHLQJ�DYDLODEOH�RQ�UHTXHVW��VXFK�UHSRUWV�DUH�DOVR�WR�EH�LQFOXGHG�LQ�WKH�VWXG\��DQG��LY� RWKHU HQYLURQPHQWDO� LQIRUPDWLRQ� ZKLFK� LV� SXEOLVKHG� VHSDUDWHO\� HOVHZKHUH�� EXW� ZKLFK�GRHV�QRW PHHW�WKH�FULWHULD�VHW�RXW�DERYH�DUH�H[FOXGHG IURP�WKH�VWXG\�7KH� FULWHULD� VHW� RXW� LQ� �L�� DERYH� DUH� GHVLJQHG� VSHFLILFDOO\� WR� FDSWXUH� UHSRUWV� ZKLFK� KDYH�IHDWXUHV� VLPLODU� WR� WKH� DQQXDO� UHSRUW� �L�H�� FRPSDQ\�ZLGH�� LQ� WKH� SXEOLF� GRPDLQ�� SDUW� RI� D�UHJXODU�UHSRUWLQJ�F\FOH�DQG��XVXDOO\��FRYHU�D�SHULRG�RI�DW�OHDVW�WZHOYH�PRQWKV��EXW�ZKLFK�DOVR�UHIOHFW�D�JURZLQJ�WUHQG�RQ�WKH�SDUW�RI�ODUJH�FRPSDQLHV�WR�LVVXH�VRFLDO�DQG�HQYLURQPHQW�UHSRUWV�
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DV� SDUW� RI� D� SURJUDPPH� RI� FRPPXQLFDWLQJ� IRUPDOO\� DQG� UHJXODUO\� WR� WKHLU� GLIIHUHQW�VWDNHKROGHUV�� 7KH� WHUP� µFRPSDQ\�ZLGH¶� UHIHUV� WR� UHSRUWV� WKDW� FRYHU� WKH� DFWLYLWLHV� RI� WKH�RUJDQL]DWLRQ� DV� D� ZKROH� UDWKHU� WKDQ� MXVW� D� VSHFLILF� RSHUDWLQJ� VLWH�� FRXQWU\� RU� UHJLRQ� �VHH�EHORZ��� ,QIRUPDWLRQ� WKDW� LV�SURGXFHG�E\�EXW� LV� UHWDLQHG�ZLWKLQ� WKH�FRPSDQ\�IRU� LQWHUQDO�XVH�RQO\� RU� ZKLFK� LV� SURGXFHG� IRU� FRPSOLDQFH� ZLWK� UHJXODWRU\� UHTXLUHPHQWV� DQG� ZKLFK� LV� QRW�SODFHG�LQ�WKH�SXEOLF�GRPDLQ�LV�H[FOXGHG�IURP�WKH�VWXG\����%DVHG�RQ�WKH�FULWHULD�VHW�RXW�LQ��L��WR��LLL�� DERYH�� WKH� IROORZLQJ� UHSRUWV� DUH� WUHDWHG� DV� VRXUFH� GRFXPHQWV� IRU� WKH� SXUSRVH� RI� WKH�SUHVHQW�VWXG\��WKLV� OLVW� LQ�QRW� LQWHQGHG�WR�EH�H[KDXVWLYH�� VHH�WKH�VHFWLRQV�RQ�µODQJXDJH¶�DQG�µFRPSOHWHQHVV¶� EHORZ� IRU� VRPH�SUDFWLFDO� FRQVLGHUDWLRQV�ZKLFK� DULVH� DV� D� UHVXOW� RI� DGRSWLQJ�WKHVH�FULWHULD���L� $QQXDO�5HSRUWV �KHUHDIWHU�$5��FRQWDLQLQJ�WKH�DQQXDO�ILQDQFLDO�VWDWHPHQWV��FKDLUSHUVRQV�RU� FKLHI� H[HFXWLYH� RIILFHU¶V� �&(2�� VWDWHPHQW�� WKH� UHSRUW� RI� WKH� H[HFXWLYH� ERDUG� �L�H��H[HFXWLYH�GLUHFWRUV���UHSRUW�RI�WKH�VXSHUYLVRU\�ERDUG�RI�QRQ�H[HFXWLYH�GLUHFWRUV��LL� &RUSRUDWH�6RFLDO��DQG�&RPPXQLW\��5HSRUWV �KHUHDIWHU�65���LQFOXGLQJ�HPSOR\HH�UHSRUWV��LLL� &RUSRUDWH�(QYLURQPHQW�UHSRUWV �KHUHDIWHU�(5���LY� 6XPPDU\�)LQDQFLDO�6WDWHPHQWV �KHUHDIWHU�6)6��DQG�VLPLODU UHYLHZV�DQG�VXPPDULHV�RI�WKH�\HDU��DQG��Y� $Q\�RWKHU�UHSRUW �KHUHDIWHU�25��ZKLFK�LV�FRPSDQ\�ZLGH��LQ�WKH�SXEOLF�GRPDLQ�DQG�SDUW�RI�D�UHJXODU��H�J��DQQXDO��EXW�QRW�QHFHVVDULO\��UHSRUWLQJ�F\FOH��VXFK�DV��IRU�H[DPSOH��WKH�ILQDQFLDO� VWDWHPHQWV� RI� WKH� KROGLQJ� FRPSDQ\� LQ� WKH� FDVH� RI� *HUPDQ� FRPSDQLHV�� WKH�JURXS� DFFRXQWV� RI� ZKLFK� RIWHQ� LQFOXGH� RQO\� WKRVH� RI� WKH� JURXS� DQG� QRW� WKH� KROGLQJ�FRPSDQ\��VHH��IRU�H[DPSOH��9RONVZDJHQ�DQQXDO�UHSRUWV������WR�������$V� D� UHVXOW� RI� WKHVH� GHFLVLRQ� UXOHV�� RWKHU� IRUPV� RI� FRUSRUDWH� FRPPXQLFDWLRQ� KDYH� EHHQ�H[FOXGHG� IURP� WKH� VWXG\��7KHVH� LQFOXGH� LQWHULP� UHSRUWV� �KDOI�\HDUO\� DQG� TXDUWHUO\��� LQWHUQDO�FRPSDQ\�QHZVOHWWHUV�DQG�PDJD]LQHV��RQH�RII�HQYLURQPHQW� UHSRUWV�DQG�HQYLURQPHQWDO�SROLF\�VWDWHPHQWV� �XQOHVV� IDOOLQJ�ZLWKLQ� �LL�� DERYH��� VLWH�EDVHG� RU� UHJLRQDO� HQYLURQPHQWDO� RU� VRFLDO�UHSRUWV��SUHVV�QRWLFHV��SUHVV� LQWHUYLHZV�DQG�PHGLD�DGYHUWLVHPHQWV�� FRPSDQ\�ZHE�VLWH�SDJHV��&'�520V�DQG�FRUSRUDWH�YLGHRV����:KLOVW�WKHVH�RWKHU�IRUPV�RI�FRUSRUDWH�FRPPXQLFDWLRQ�FDQ�IRUP� DQ� LPSRUWDQW� SDUW� RI� D� FRPSDQ\¶V� HQYLURQPHQWDO� GLVFORVXUH� VWUDWHJ\� �=pJKDO� DQG�$KPHG�� ������� WKHLU� H[FOXVLRQ� IURP� WKH� SUHVHQW� VWXG\� LV� SUHGLFDWHG� RQ� ERWK� SUDJPDWLF� DQG�WKHRUHWLFDO�DUJXPHQWV��)URP�D�SUDJPDWLF�SHUVSHFWLYH���L��LW�LV�VLPSO\�LPSRVVLEOH�WR�EH�FHUWDLQ�WKDW�DOO�&65�FRPPXQLFDWLRQV�KDYH�EHHQ�FDSWXUHG��=pJKDO�DQG�$KPHG��������DQG��LL��D�OLPLW�PXVW� EH� VHW� RQ� WKH� YDULHW\� RI� VRXUFH� GRFXPHQWV� RWKHUZLVH� WKH� UHVHDUFKHU� ULVNV� EHLQJ�RYHUZKHOPHG� E\� WKH� VKHHU� QXPEHU� RI� GRFXPHQWV� �8QHUPDQ�� ������� +HQFH�� VRPH� IRUP� RI�FORVXUH�LV�ERWK�QHFHVVDU\ DQG�XQDYRLGDEOH��7KDW�VDLG��IURP�D�WKHRUHWLFDO�SHUVSHFWLYH�LW�FDQ�EH�DUJXHG� WKDW� E\� IRFXVLQJ� RQ� UHSRUWV� ZKLFK� DUH� SDUW� RI� D� UHJXODU� UHSRUWLQJ� F\FOH�� WKH� VWXG\�FDSWXUHV� HQYLURQPHQWDO� GLVFORVXUH� ZKLFK� LV� VXEMHFW� WR� WKH� VDPH� IRUPV� RI� SUHVVXUHV� �H�J��SUHSDUDWLRQ��WLPLQJ��SXEOLFDWLRQ��H[SHFWDWLRQV�RI�VKDUHKROGHUV��DVVRFLDWHG�ZLWK�DQQXDO�UHSRUWV��8QHUPDQ�� �������%\� GRLQJ� VR�� WKH� SUHVHQW� VWXG\�PD\� DOVR� SURYLGH� YDOXDEOH� LQSXW� LQWR� WKH�GHEDWH� RYHU� WKH� UHODWLYH� LPSRUWDQFH� RI�&65� FRQWDLQHG�ZLWKLQ� DQQXDO� UHSRUWV� YLV�j�YLV�&65�FRQWDLQHG�LQ�RWKHU�UHSRUWV�
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��� 'DWD�PHDVXUHPHQW7UDGLWLRQDO�� IXQFWLRQDO� FRQWHQW� DQDO\VLV� �VHH� 6HFWLRQ� ���� DERYH�� UHTXLUHV� WKH� TXDQWLILFDWLRQ�DQG� FDWHJRULVDWLRQ� RI� FRQWHQW� HOHPHQWV�� &RQWHQW� DQDO\VLV� VWDQGV� RU� IDOOV� E\� LWV� FDWHJRULHV�ZKLFK� PXVW� EH� FOHDUO\� IRUPXODWHG� DQG� ZHOO� DGDSWHG� WR� ERWK� WKH� UHVHDUFK� SUREOHP� DQG� WKH�SDUWLFXODU�FRQWHQW�XQGHU�LQYHVWLJDWLRQ��3DUNHU���������6WXGLHV�ZKLFK�HPSOR\�FRQWHQW�DQDO\VLV�WR�TXDQWLI\�DQG�FDWHJRULVH�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUH�DUH�SUHVHQWHG�ZLWK�D�QXPEHU�RI FKRLFHV��RU�GHFLVLRQ�UXOHV��7ZR�NH\�GHFLVLRQV�UXOHV�FRQFHUQ��L� WKH�FKRLFH�EHWZHHQ�WKH�QXPEHU RI�GLVFORVXUHV�DQG�DPRXQW RI�GLVFORVXUH��DQG��LL� WKH�FKRLFH�RI�WKH�XQLW�RI�DQDO\VLV�,Q�UHODWLRQ�WR�LWHP��L���WKLV�GHFLVLRQ�UHYROYHV�DURXQG�ZKHWKHU�WR�IRFXV�RQ�WKH�QXPEHU�RI�LWHPV�RI� VRFLDO� GLVFORVXUH� WKDW� DUH� WR� EH� IRXQG� LQ� FRUSRUDWH� UHSRUWV��ZLWK� HDFK� LWHP�RI� GLVFORVXUH�EHLQJ�DFFRUGHG�WKH�VDPH�YDOXH��L�H��WKH�IUHTXHQF\�RI�PHQWLRQV�RI�FDWHJRU\�[�± VHH��IRU�H[DPSOH��(UQVW�	�(UQVW��������������RU�ZKHWKHU�WR�IRFXV�RQ�PHDVXULQJ�WKH�TXDQWLW\�RI�GLVFORVXUH�ZLWK�HDFK�LWHP�EHLQJ�JLYHQ�D�YDOXH�UHODWLYH�WR�LWV�YROXPH��L�H��WKH�DPRXQW�RI�FDWHJRU\�[�� VHH��IRU�H[DPSOH��*UD\�HW�DO�������E��*XWKULH�DQG�3DUNHU��������������'HHJDQ�DQG�*RUGRQ���������,Q�SUDFWLFH��WKH�PDMRULW\�RI�UHVHDUFKHUV�LQ�WKH�&65�ILHOG�KDYH�FKRVHQ�WR�FDSWXUH�GDWD�EDVHG�XSRQ�WKH� ODWWHU�DSSURDFK�SULPDULO\�EHFDXVH� LW�JLYHV�D� ULFKHU�GDWD�VHW� �&RZHQ�HW�DO���������*UD\�HW�DO�������E��F��*XWKULH�DQG�0DWKHZV���������0RUHRYHU��WKH�H[WHQW RI�GLVFORVXUH�LV�FRQVLGHUHG�WR�SURYLGH�DQ� LQGLFDWLRQ�RI� WKH�LPSRUWDQFH�RI�DQ�LVVXH�WR�WKH�UHSRUWLQJ�HQWLW\��.ULSSHQGRUII���������7KLV�ZRXOG� DSSHDU� WR�EH�D� UHDVRQDEOH�DVVXPSWLRQ�EHDULQJ� LQ�PLQG� WKDW�PDQDJHPHQW�KDV�VLJQLILFDQW�HGLWRULDO�FRQWURO�RYHU�WKH�FRQWHQWV�RI�WKH�DQQXDO�UHSRUW��RWKHU�WKDQ WKH�DXGLWRU¶V�UHSRUW���*XWKULH�DQG�3DUNHU��������DQG�WKH�FRQVWUDLQWV��LQ�WHUPV�RI�WLPH��FRVW�DQG�VSDFH��ZKLFK�UHTXLUH�WKDW�VSDFH�LQ�WKH�DQQXDO�UHSRUW�LV�DOORFDWHG�RQ�WKH�EDVLV�RI�VRPH�RYHUDOO�SHUFHSWLRQ�RI�ZKDW� LV� LPSRUWDQW� �2¶'RQRYDQ�� ����D�� 'HHJDQ� HW� DO��� ������� 7KLV� DUJXPHQW� LV� FRQVLGHUHG�SHUVXDVLYH�LQ�WKH�FRQWH[W�RI�WKH�SUHVHQW�VWXG\�7KH�VHFRQG�GHFLVLRQ�UXOH��LWHP��LL��DERYH��FRQFHUQV�WKH�EDVLF�XQLW�RI�PHDVXUHPHQW��7KH�PRVW�V\VWHPDWLF�DQDO\VLV�RI� WKLV� LVVXH�LQ�DFFRXQWLQJ�LV� WR�EH�IRXQG�LQ�1HLPDUN��������DQG�3DUNHU��������DV�VXPPDULVHG�LQ�*XWKULH�DQG�0DWKHZV��������DQG�*UD\�HW�DO�������F�����(VVHQWLDOO\��WKHUH�DUH�WKUHH�FKRLFHV�IRU�WKH�XQLW�RI�DQDO\VLV�x WKH�QXPEHU�RI ZRUGV �VHH��IRU�H[DPSOH��&DPSEHOO��������'HHJDQ�DQG�*RUGRQ��������'HHJDQ� DQG�5DQNLQ�� ������+RJQHU�� ������1HX�HW� DO��� ������:LOPKXUVW� DQG�)URVW��������=pJKDO�DQG�$KPHG���������x WKH�QXPEHU�RI VHQWHQFHV �VHH��IRU�H[DPSOH��%XKU��������'HHJDQ�HW�DO���������������+DFNVWRQ�DQG�0LOQH���������RU�x WKH� QXPEHU� RI SDJHV� RU� SURSRUWLRQV� RI� D� SDJH �H�J�� $GDPV� HW� DO��� ������ ������&DPSEHOO��������&RZHQ�HW�DO���������*UD\�HW�DO�������E��*XWKULH�DQG�3DUNHU��������������2¶'Z\HU�DQG�*UD\��������3DWWHQ��������5RFNQHVV��������7URWPDQ���������:RUGV� DUH� WKH� VPDOOHVW� XQLW� JHQHUDOO\� DSSOLHG� LQ� FRQWHQW� DQDO\VLV�ZLWK� VHQWHQFHV� EHLQJ� WKH�QH[W� ODUJHU� XQLW�� WKH� ODWWHU� EHLQJ� XVHG�ZKHQ� IRFXVLQJ� RQ� WKHPHV� RU� LVVXHV��8VLQJ�ZRUGV� RU�VHQWHQFHV� DV� WKH� XQLW� RI� DQDO\VLV� KDV� D� QXPEHU� RI� DGYDQWDJHV� RYHU� RWKHU�PHDVXUHV�� QRWDEO\�WKDW�WKH\�DUH�HDVLO\�LGHQWLILHG��DUH�OHVV�VXEMHFW�WR�LQWHU�FRGHU�YDULDWLRQ�DQG�DOORZ�PRUH�GHWDLOHG�DQDO\VLV�RI�VSHFLILF�LVVXHV�DQG�WKHPHV��'HHJDQ�HW�DO����������+RZHYHU��WKH�FRGLQJ�RI�ZRUGV�RU�VHQWHQFHV� RQO\� ODFNV� D� SURSHU� FRQWH[W� IRU� VRFLDO� DQG� HQYLURQPHQWDO� GLVFORVXUHV� �$GOHU� DQG�
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0LOQH���������,Q�DGGLWLRQ��WKHUH LV�QR�DOORZDQFH�IRU�WKHLU�UHODWLYH�VL]H��HDFK�ZRUG�RU�VHQWHQFH�EHLQJ�DFFRUGHG�WKH�VDPH�SURPLQHQFH��,Q�SUDFWLFH��SDJHV�WHQG�WR�EH�WKH�PRVW�SUHIHUUHG�XQLW�RI�DQDO\VLV�DPRQJVW�&65�UHVHDUFKHUV�EHFDXVH��L��WKLV�UHIOHFWV�WKH�WRWDO�DPRXQW�RI�VSDFH�JLYHQ�WR�D�WRSLF� DQG� WKHUHIRUH�� E\� LQIHUHQFH�� LWV� LPSRUWDQFH� �.ULSSHQGRUII�� ������ 1HX� HW� DO��� ������8QHUPDQ�� ������ DQG� �LL�� SDJHV� DUH� WKH� HDVLHU� XQLW� WR� PHDVXUH� E\� KDQG� �*UD\�HW� DO��� ����F��*XWKULH�DQG�3DUNHU���������������7KH�TXDQWLW\�RI�GLVFORVXUH�GHYRWHG�WR�D�SDUWLFXODU�WRSLF�PD\�EH� DVVXPHG� WR� VLJQLI\� WKH� LPSRUWDQFH� RI� WKDW� WRSLF� LQ� WKH� FRQWH[W�RI� FRUSRUDWH� UHSRUWLQJ� DV� D�ZKROH��*LYHQ� WKH� WLPH�DQG�FRVW�FRQVWUDLQWV� LQYROYHG��PDQDJHPHQW�PXVW�IRFXV�RQ�GHOLYHULQJ�D�FOHDU�� FRQFLVH�DQG�FRQVLVWHQW�PHVVDJH��&OLIWRQ��������ZKLOVW� UDWLRQDOLVLQJ�FRPSHWLQJ�GHPDQGV�IRU�VSDFH��:LOPKXUVW�DQG�)URVW���������7KXV��VSDFH�LV�DVVXPHG�WR�EH�DOORFDWHG�RQ�WKH�EDVLV�RI�VRPH�SHUFHSWLRQ�RQ�EHKDOI�RI�PDQDJHPHQW�DV�WR�WKH�UHODWLYH�LPSRUWDQFH�RI�LQIRUPDWLRQ�LQ�WHUPV�RI� WKHLU�RYHUDOO�FRPPXQLFDWLRQV�ZLWK�VRFLHW\��0RUHRYHU��DQ�DUJXPHQW�DJDLQVW�PHDVXULQJ�&('�LQ�WHUPV�RI�ZRUGV�RU�VHQWHQFHV�LV�WKDW�QR�DFFRXQW�LV�WDNHQ�RI�WKH�XVH�RI�GLIIHUHQW�W\SHIDFH�VL]HV�WR� JLYH� HPSKDVLV� WR� GLIIHUHQW� SDUWV� RU� VHFWLRQV�RI� D� UHSRUW� DQG� OHDGV� WR� WKH� H[FOXVLRQ�RI�QRQ�QDUUDWLYH� IRUPV� RI� GLVFORVXUHV� VXFK� DV� SKRWRJUDSKV�� FKDUWV�� SLFWXUHV� DQG� GLDJUDPV� �8QHUPDQ���������7KH� ODWWHU� SRLQW� LV� SDUWLFXODUO\� LPSRUWDQW� JLYHQ� WKDW� RQH� RI� WKH� NH\� DVVXPSWLRQV� XQGHUO\LQJ�FRQWHQW�DQDO\VLV� LV� WKDW� WKH�YROXPH�RI�GLVFORVXUH�LV�D�VXUURJDWH�IRU�WKH�LPSRUWDQFH�DWWDFKHG�E\�WKH�FRPPXQLFDWRU�WR�WKH�LWHPV�EHLQJ�GLVFORVHG��7KDW�EHLQJ�WUXH��DQ\�XQLW�RI�PHDVXUHPHQW�ZKLFK�RPLWV� QRQ�QDUUDWLYH� IRUPV� RI� UHSRUWLQJ� ULVNV� H[FOXGLQJ� SRWHQWLDOO\� SRZHUIXO� DQG� KLJKO\�LQIOXHQWLDO� IRUPV� RI� FRPPXQLFDWLRQ� �%HDWWLH� DQG� -RQHV�� ������ ������ 3UHVWRQ� HW� DO��� �������,QGHHG��SKRWRJUDSKV�PD\�EH�D�PRUH�SRZHUIXO�&65�WRRO�WKDQ�QDUUDWLYH�GLVFORVXUHV��SDUWLFXODUO\�LQ�WKH�FDVH�RI�VWDNHKROGHUV�ZKR��SUHVVHG�IRU�WLPH��VLPSO\�VNLP�WKURXJK�UHSRUWV�ORRNLQJ�RQO\�DW�WKH�SLFWXUHV�DQG�UHDGLQJ�WKH�FKDLUPDQ¶V�VWDWHPHQW��8QHUPDQ���������0RUHRYHU��UHVHDUFK�EDVHG�RQ� DQ� DQDO\VLV� RI� WKH� )LQDQFLDO� 7LPHV (XURSHDQ� 7RS� ���� KDV� VKRZQ� WKDW� ODUJH� (XURSHDQ�FRPSDQLHV� XVH� SKRWRJUDSKV� DV� D� YLWDO� SDUW� RI� WKH� DQQXDO� UHSRUW�� HDFK� UHSRUW� FRQWDLQLQJ� DQ�DYHUDJH�RI����SKRWRJUDSKV��&OLIWRQ�����������7KH�DERYH�DUJXPHQWV�DUH�FRQVLGHUHG�SHUVXDVLYH�LQ�WKH� FRQWHQW�RI� WKH�DLPV�DQG�REMHFWLYHV�RI� WKH�SUHVHQW� VWXG\��$FFRUGLQJO\�� WKH�DPRXQW�RI�HDFK�LWHP�RI�HQYLURQPHQWDO�GLVFORVXUH��&('��ZDV�PHDVXUHG�XVLQJ�D�WUDQVSDUHQW�$��WHPSODWH�ZLWK�D�VWDQGDUG�PDUJLQ��GLYLGHG� LQWR����� UHFWDQJOHV� ���� URZV�RI�HTXDO�KHLJKW�DQG�IRXU�FROXPQV�RI�HTXDO� ZLGWK�� RI� HTXDO� VL]H�� WR� TXDQWLI\� WKH� SURSRUWLRQ� RI� D� SDJH� WDNHQ� XS� E\� HDFK� LWHP� RI�&('��7KLV�WDVN�ZDV�FDUULHG�RXW�E\�OD\LQJ�WKH�WHPSODWH�DFURVV�HDFK�LWHP RI�&('��ZKLFK�ZDV�WKHQ�TXDQWLILHG�E\�FRXQWLQJ�WKH�QXPEHU�RI�FRPSOHWH�DQG�SDUWLDOO\�FRPSOHWH�FHOOV��DOORZLQJ�IRU�DQ\�EODQN�SDUWV�RI�D�SDJH��HDFK�FRPSOHWH�FHOO�KDYLQJ�D�YDOXH�RI��������
��� 'DWD�FKDUDFWHULVWLFV9LHZV�RQ�ZKHWKHU�RU�QRW�UHVHDUFKHUV�FDQ�RU�VKRXOG�VHHN�WR�HYDOXDWH�WKH�TXDOLWDWLYH DVSHFWV�RI�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUHV�YDU\��&DPSEHOO��������DUJXHV�WKDW�WKH�QRUPDO�VXUURJDWH�IRU�PHDVXULQJ� D� FRPSDQ\¶V� UHVSRQVH� WR� VRFLDO� DQG�HQYLURQPHQWDO� LVVXHV� LV� VLPSO\� WR�DVVHVV�ZKHWKHU�WKH�FRPSDQ\�PDNHV�VXFK GLVFORVXUHV�DW�DOO�DQG��LI�VR��KRZ�PXFK��&DPSEHOO�VXJJHVWV�WKDW� WKH� IDFW� WKDW� WKLV� VXUURJDWH� GRHV� QRW� DFFRXQW� IRU� WKH� TXDOLWDWLYH� FKDUDFWHULVWLFV� RI� VXFK�GLVFORVXUHV� KDV� FRPH� WR� EH� UHJDUGHG� DV� DQ� DFFHSWDEOH� OLPLWDWLRQ� LQ� HPSLULFDO� &65� ZRUN��+RZHYHU�� LJQRULQJ� TXDOLWDWLYH� DVSHFWV� RI� &65� OLPLWV� WKH� GHJUHH� RI� VRSKLVWLFDWLRQ� RI� DQ\�UHVXOWLQJ� DQDO\VLV�� =pJKDO� DQG� $KPHG� �������� IRU� H[DPSOH�� UHSRUW� WKDW� FRPSDQLHV� XVHG�
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QDUUDWLYH� ZRUGV� DV� WKH� SUHGRPLQDQW� IRUP� RI� FRPPXQLFDWLRQ� UDWKHU� WKDQ� KDUG�� IDFWXDO�TXDQWLWDWLYH� DQG�RU� PRQHWDU\� TXDQWLWDWLYH� IRUPV� RI� FRPPXQLFDWLRQ�� 6XFK� ILQGLQJV� PD\�VXJJHVW� WKDW� GLVFORVXUHV� DUH� DLPHG�PRUH� DW� SHUVXDGLQJ� UDWKHU� WKDQ� LQIRUPLQJ� WKHLU� LQWHQGHG�DXGLHQFH��6LPLODUO\��3DWWHQ���������UHIHUV�WR�WKH�(UQVW�	�(UQVW�VXUYH\V�RI�WKH�����V�LQ�ZKLFK�PRQHWDU\� DQG� TXDQWLWDWLYH�&65�ZDV� YLHZHG� E\�(UQVW�	�(UQVW� ������� DV� SURYLGLQJ� D� EHWWHU�VSHFLILFDWLRQ� RI� WKH� HIIRUWV� RI� FRPSDQLHV� LQ� D� JLYHQ� VRFLDO� DUHD�� 7KXV��PHUHO\� VWXG\LQJ� WKH�TXDQWLW\ RI� ZKDW� ZDV� GLVFORVHG� PD\� QRW� DGHTXDWHO\� FRQYH\� WKH� LQWHQWLRQ� XQGHUO\LQJ� KRZVRPHWKLQJ� ZDV� VDLG�� *XWKULH� DQG� 3DUNHU� �������� IRU� H[DPSOH�� VWXGLHG� FDWHJRULHV� RI�HQYLURQPHQWDO�GLVFORVXUH�E\�IRFXVLQJ�SULPDULO\�RQ�ZKDW�ZDV�VDLG�DQG�KRZ�LW�ZDV�VDLG�WKURXJK�TXDOLWDWLYH DQDO\VLV�� QRWDEO\� WKH� FODVVLILFDWLRQ� RI� µQHZV¶� W\SH� LQWR� µJRRG QHZV¶�� µEDG�QHZV¶�DQG� µQHXWUDO� QHZV¶� �*XWKULH� DQG� 3DUNHU�� ������� 7KLV� FRQFHUQ� ZLWK� WU\LQJ� WR� XQFRYHU� WKH�LQWHQWLRQV�DQG�SUHGLVSRVLWLRQV�RI�FRPPXQLFDWRUV�XQGHUOLHV�PXFK�RI�WKH�DUJXPHQW�IRU�VHHNLQJ�WR� DWWULEXWH� TXDOLWDWLYH� FKDUDFWHULVWLFV� WR� LWHPV� RI� VRFLDO GLVFORVXUH�� *XWKULH� DQG� 0DWKHZV��������LQ�WKHLU�UHYLHZ�RI�SULRU�&65�OLWHUDWXUH��LGHQWLILHG�WZR�IDFWRUV�IRU�PHDVXULQJ�WKH�µTXDOLW\¶�RI�WKH�GDWD���L��HYLGHQFH��L�H��VRPH�VHQVH�RI�TXDOLW\�FDQ�EH�JDLQHG�IURP�ZKHWKHU�WKH�VWDWHPHQWV�PDGH� DUH� TXDQWLWDWLYH� �ILQDQFLDO� RU� RWKHU� QXPHULF�� RU� GHFODUDWLYH� �L�H�� GHVFULSWLYH��� DQG� �LL��QHZV�� L�H�� LV� WKH� LQIRUPDWLRQ� UHIOHFWLQJ� µZHOO¶� RU� µEDGO\¶� RQ� WKH� UHSRUWLQJ� RUJDQL]DWLRQ"�µ(YLGHQFH¶� LQ� WKLV� FRQWH[W� UHIHUV� WR� WKH�QRWLRQ�RI�EHLQJ� DEOH� WR�JDLQ� VRPH� LQGLFDWLRQ�RI� WKH�TXDOLW\� RI� GLVFORVXUHV� DFFRUGLQJ� WR� ZKHWKHU� VXFK� GLVFORVXUHV� DUH� SUHVHQWHG� LQ� TXDQWLILHG��ILQDQFLDO� RU� RWKHU� QXPHULF�� RU� GHFODUDWLYH� �L�H�� GHVFULSWLYH�� IRUP�� WKH� LPSOLHG� DVVXPSWLRQ�EHLQJ�WKDW�TXDQWLILHG�LQIRUPDWLRQ�LV�RI�D�KLJKHU�TXDOLW\�WKDQ�GHVFULSWLYH�LQIRUPDWLRQ��µ1HZV¶�YDOXH�UHIHUV�WR�ZKHWKHU�WKH�LWHP�RI�GLVFORVXUH�SUHVHQWV�WKH�UHSRUWLQJ�FRPSDQ\�LQ�D�IDYRXUDEOH�RU�XQIDYRXUDEOH�OLJKW��VHH��IRU�H[DPSOH��%URZQ�DQG�'HHJDQ��������'HHJDQ�DQG�*RUGRQ��������'HHJDQ�HW�DO���������������+RJQHU����������,Q� WKH� VSHFLILF FRQWH[W� RI� &('�� JRRG� QHZV UHIHUV� WR� LWHPV� RI� GLVFORVXUH� ZKLFK� SUHVHQW� WKH�FRPSDQ\�DV�EHLQJ�HQYLURQPHQWDOO\�EHQLJQ�RU� LQGLFDWHV� WKDW� WKH�FRPSDQ\�XQGHUWDNHV�DFWLYLWLHV�ZKLFK� SURYLGH� EHQHILFLDO� RXWFRPHV� WR� WKH� FRPSDQ\�� LWV� FRQVWLWXHQFLHV� RU� WKH� HQYLURQPHQW� LQ�UHODWLRQ�WR�HQYLURQPHQWDO�LVVXHV��7KXV��&('�ZDV�FRGHG�DV�µJRRG�QHZV¶�ZKHUH��IRU�H[DPSOH��LW�FRQFHUQHG�� WKH� LQWURGXFWLRQ� RI� DQ� HQYLURQPHQWDO� SROLF\�� SURJUDPPH� RU� DFWLRQ� SODQ�� DQ�LPSURYHPHQW� LQ� WKH� HQYLURQPHQWDO�� HQHUJ\� RU� KHDOWK� DQG� VDIHW\� SHUIRUPDQFH� RI�D� SURGXFW��SURFHVV� RU� RSHUDWLQJ�XQLW�� WKH� LQWURGXFWLRQ�RI� DQG�RU� LPSURYHPHQWV� WR� H[LVWLQJ� HQYLURQPHQWDO�PDQDJHPHQW�DQG�FRQWURO�V\VWHPV��WKH�SXEOLFDWLRQ�RI�DQ�HQYLURQPHQW�UHSRUW��DQ�HQYLURQPHQWDO��KHDOWK�DQG�VDIHW\�RU�HQHUJ\�VDYLQJV�DZDUG��RU��DFWLRQV�WDNHQ E\�WKH�FRPSDQ\�WR�SURWHFW��LPSURYH�RU� UHVWRUH� ORFDO�ZLOGOLIH� DQG�ELR�GLYHUVLW\��&RQYHUVHO\��EDG�QHZV UHIHUV� WR� LWHPV�RI�GLVFORVXUH�ZKLFK� SUHVHQW� WKH� FRPSDQ\� DV� EHLQJ� KDUPIXO� WR� WKH� HQYLURQPHQW� RU� ZKLFK� LQGLFDWH� WKDW� WKH�FRPSDQ\¶V� DFWLYLWLHV� UHVXOWHG� LQ� QHJDWLYH� RXWFRPHV�� HLWKHU� WR� WKH� FRPSDQ\� RU� WR� LWV�FRQVWLWXHQFLHV��LQ�UHODWLRQ�WR�HQYLURQPHQWDO�LVVXHV��7KXV��&(' ZDV�WUHDWHG�DV�µEDG¶�QHZV�LI�LW�UHODWHG� WR�� IRU� H[DPSOH�� FRQIOLFWV� EHWZHHQ� WKH� FRPSDQ\� DQG� UHJXODWRU\� DXWKRULWLHV� RQ� WKH�IRUPHU¶V� HQYLURQPHQWDO� SHUIRUPDQFH�� FRQFHUQV� RYHU� WKH� SRVVLEOH� ILQDQFLDO� LPSOLFDWLRQV� IRU�WKH� FRPSDQ\� RI� GHYHORSPHQWV� LQ� SXEOLF� SROLF\� WRZDUGV� HQYLURQPHQWDO� SURWHFWLRQ�� ILQHV� RU�SHQDOWLHV� IRU� EUHDFKHV� RI� HQYLURQPHQWDO� ODZV� DQG�RU� UHJXODWLRQV�� DGPLVVLRQV� RI� FDXVLQJ�HQYLURQPHQWDO� DQG�RU� KHDOWK�UHODWHG� SUREOHPV� IRU� UHVLGHQWV� WKURXJK� WKH� FRPSDQ\¶V�HQYLURQPHQWDO�DFWLYLWLHV��H[SOLFLW�DGPLVVLRQ�RI�H[FHVVLYH�SROOXWLYH�HPLVVLRQV��ZDVWH�GLVSRVDO�SUREOHPV��RU�DFNQRZOHGJHPHQW�RU�DGPLVVLRQ�RI�HQYLURQPHQWDO�RU�KHDOWK�DQG�VDIHW\�SUREOHPV�DVVRFLDWHG�ZLWK�WKH�FRPSDQ\¶V�SDVW��SUHVHQW�RU�IXWXUH�DFWLYLWLHV��$Q�LWHP�RI�GLVFORVXUH�ZDV�QRW�
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FRGHG� DV� EDG� QHZV�� KRZHYHU�� PHUHO\� RQ� WKH� EDVLV� RI� WKH� VXEMHFW�PDWWHU� EXW� LQ� WKH� RYHUDOO�FRQWH[W� RI� KRZ� WKH� LVVXH� ZDV� FRQYH\HG� WR� WKH� UHDGHU���� $OWKRXJK� WKLV� DSSURDFK REYLRXVO\�LQWURGXFHV� DQ� HOHPHQW� RI� VXEMHFWLYLW\� LQWR� WKH� DQDO\VLV�� LW� KDV� WKH� LPSRUWDQW� DGYDQWDJH� RI�JLYLQJ�PHDQLQJ� WR� µVRIWHU¶�HQYLURQPHQWDO�GLVFORVXUHV��SDUWLFXODUO\�GHVFULSWLYH�DQG�DQHFGRWDO�GLVFORVXUHV�UHSRUWHG�RXWVLGH�WKH�DXGLWHG�ILQDQFLDO�VWDWHPHQWV�7ZR�IXUWKHU�HOHPHQWV�DUH�DGGHG�WR�WKH�GDWD�DQDO\VLV�E\�GLVWLQJXLVKLQJ��L��EHWZHHQ�µDXGLWDEOH¶�DQG� µQRQ�DXGLWDEOH¶� GLVFORVXUHV� DQG� �LL�� EHWZHHQ� µYROXQWDU\¶� DQG� µPDQGDWRU\¶� GLVFORVXUHV��µ$XGLWDEOH� GDWD¶� LV� GHILQHG� DV� GDWD� ZKLFK� FRXOG�� LQ� SULQFLSOH�� EH� YHULILHG� E\� DQ� LQGHSHQGHQW�WKLUG� SDUW\� JLYHQ� IUHH� DFFHVV� WR� WKH� FRPSDQ\¶V� UHFRUGV�� PDQDJHPHQW�� HWF��� ZLWK� µXQDXGLWDEOH�GDWD¶�EHLQJ�GHILQHG�DV�DQ�DVVHUWLRQ�WKDW�LV�QRW�FDSDEOH�RI�YHULILFDWLRQ��7KH�GLVWLQFWLRQ�EHWZHHQ�YROXQWDU\�DQG�PDQGDWRU\� LQIRUPDWLRQ��VHH��IRU�H[DPSOH��%XKU�DQG�)UHHGPDQ��������*XWKULH�DQG� 3DUNHU�� ������ UHIHUV� WR� WKH� IDFW� WKDW� FHUWDLQ� LQIRUPDWLRQ� LV� UHTXLUHG� WR� EH� GLVFORVHG� LQ�FRUSRUDWH� DQQXDO� UHSRUWV�� QRWDEO\� DFFRXQWLQJ� DQG� UHSRUWLQJ� GLVFORVXUHV� UHTXLUHG� XQGHU� WKH�)RXUWK�DQG�6HYHQWK�(&�$FFRXQWLQJ�'LUHFWLYHV��DQG�UHSRUWLQJ�GLVFORVXUH�UHTXLUHPHQWV�XQGHU�QDWLRQDO� DFFRXQWLQJ� ODZV� DQG� SUDFWLFHV� DQG� VWRFN� H[FKDQJH� GLVFORVXUH� UHTXLUHPHQWV�� 3ULRU�VWXGLHV�KDYH�VWUHVVHG� WKH� LPSRUWDQFH�RI� WKLV�GLVWLQFWLRQ�LQ�DQDO\VLQJ�&65��VHH��IRU�H[DPSOH��*UD\�HW�DO�������F��������DOWKRXJK��DV�GHVFULEHG� LQ�&KDSWHU���� LQ� WKH�FRQWH[W�RI� WKH�SUHVHQW�VWXG\�� WKHUH�DUH�YHU\� IHZ� UHSRUWLQJ� UHTXLUHPHQWV�ZKLFK�VSHFLILFDOO\� UHODWH� WR�HQYLURQPHQWDO��KHDOWK�DQG�VDIHW\�LVVXHV��+HQFH�WKLV�GLVWLQFWLRQ�PD\�QRW�EH�VR�LPSRUWDQW�LQ�WKH�SUHVHQW�FDVH�
��� ,QWHUURJDWLRQ�LQVWUXPHQW��GDWD�FDSWXUH�DQG�UHFRUGLQJ$Q�LQWHUURJDWLRQ�LQVWUXPHQW�LQ�WKH�IRUP�RI�D�SUR�IRUPD�LQSXW�IRUP�ZDV�SUHSDUHG�IRU�XVH�LQ�WKH�SUHVHQW�VWXG\�RQ�ZKLFK� WR�PDQXDOO\�UHFRUG�DOO�FDSWXUHG�&('�GDWD�SULRU� WR� WKHLU�HQWU\�LQWR�D�GDWDEDVH����7R�DVVLVW�WKH�GDWD�UHFRUGLQJ�SURFHVV��GHWDLOHG�JXLGDQFH�QRWHV�ZHUH�GHYHORSHG�SULRU�WR� GDWD� FDSWXUH�� 7KH� LQWHUURJDWLRQ� LQVWUXPHQW� HQDEOHV� WKH� V\VWHPDWLF� PHDVXUHPHQW� DQG�UHFRUGLQJ� RI� HDFK� LWHP� RI� &('�� ,WHPV� RI� &('� LGHQWLILHG� LQ� D� UHSRUW� ZHUH� HQWHUHG� RQ�WKH�LQWHUURJDWLRQ� LQVWUXPHQW� XQGHU� WKH� DSSURSULDWH� VXE�KHDGLQJ�� DIWHU� EHLQJ�PHDVXUHG� XVLQJ� WKH�XVLQJ� WKH� VWDQGDUG� $�� WHPSODWH�� DQG� WKHQ� FRGHG� DFFRUGLQJ� WR� WKH� YDULRXV� TXDOLWDWLYH�FKDUDFWHULVWLFV�RI� WKH�GDWD��$�PHPR�FROXPQ�DQG�SDJH�UHIHUHQFH�FROXPQ�DUH�LQFOXGHG�RQ�WKH�LQWHUURJDWLRQ�LQVWUXPHQW�WR�SHUPLW�WKH�UHFRUGLQJ�RI�XVHIXO�LQIRUPDWLRQ�DQG�WR�WUDFH�EDFN�WR�WKH�VRXUFH��UHVSHFWLYHO\��3DJH�UHIHUHQFLQJ�LV�FRQVLGHUHG�WR�EH�LPSRUWDQW�EHFDXVH�LW�SHUPLWV�FURVV�UHIHUHQFLQJ� WR� WKH�RULJLQDO�VRXUFH�IRU�HDFK� LWHP�RI�FRGHG�GDWD��7KH� LQWHUURJDWLRQ�LQVWUXPHQW�DOVR�VHUYHV�WR�SURYLGH�D�SHUPDQHQW�PDQXDO�UHFRUG�RI�WKH�FRQWHQW�DQDO\VLV�ZRUN�SHUIRUPHG�LQ�UHODWLRQ� WR� WKH� VDPSOH� RI� FRPSDQLHV� LQFOXGHG� LQ� WKH� SUHVHQW� VWXG\� ZLWK� RQH� IRUP� EHLQJ�FRPSOHWHG� IRU� HDFK� FRPSDQ\� UHSRUW���� 7KH YDULRXV� VXE�KHDGLQJV� RQ� WKH� LQWHUURJDWLRQ�LQVWUXPHQW�ZHUH�PDQXDOO\�WRWDOOHG�SULRU�WR�HQWHULQJ�D�GDWD�FRPSXWHU�GDWDEDVH��VHH�EHORZ���$�ILQDO�RYHUDOO� WRWDO�ZDV�DOVR� UHFRUGHG�RQ� WKH� LQWHUURJDWLRQ� LQVWUXPHQW��ZKLFK�VXPPDULVHV� WKH�TXDOLWDWLYH�DVSHFWV�RI� WKH�GDWD�� L�H�� µDXGLWDELOLW\¶�� µQHZV¶�DQG�µTXDQWLILFDWLRQV¶�� ,Q� UHODWLRQ� WR�WKH� ODWWHU�� D�FDWHJRULVDWLRQ�V\VWHP�ZDV�XVHG�� IROORZLQJ�7URWPDQ���������ZKHUHE\�D� UHSRUW� LV�FODVVLILHG�DORQJ�D�UDQJH�RI�GLVFUHWH�YDOXHV�IURP�$�WR�(�DFFRUGLQJ�WR�WKH�GHJUHH�WR�ZKLFK�LWHPVRI�LQIRUPDWLRQ�DUH�H[SUHVVHG�LQ�ILQDQFLDO�RU�RWKHU�QRQ�PRQHWDU\�WHUPV��7KLV�LQIRUPDWLRQ�ZDV�XVHG�WR�FRGLI\�FRPSDQLHV�EDVHG�RQ�WKH�FODVVLILFDWLRQ�RI�DOO�WKH�UHSRUWV�IRU�HDFK�FRPSDQ\�IRU�HDFK�\HDU��$�GHFLVLRQ�UXOH�ZDV�DSSOLHG�ZKHUHE\�D�FRPSDQ\�UHFHLYHV�WKH�KLJKHVW�FODVVLILFDWLRQ��ZKHUH�$�LV�WKH�KLJKHVW�DQG�(�WKH�ORZHVW��E\�UHIHUHQFH�WR�DOO�UHSRUWV�LQFOXGHG�LQ�WKH�VWXG\�IRU�
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HDFK� FRPSDQ\� IRU� HDFK� \HDU�� 7KXV�� LI� RQH� RI� WKH� UHSRUWV� RI� &RPSDQ\�;� LQ� ����� FRQWDLQV�ILQDQFLDOO\� TXDQWLILHG� GDWD� �FODVVLILFDWLRQ� $��� WKDW� FRPSDQ\� UHFHLYHG� FODVVLILFDWLRQ� ³$´� IRU�������7KH�UHVXOWV�RI�WKLV�DQDO\VLV�DUH�SUHVHQWHG�LQ�&KDSWHU�����7KH� FRQWHQW� DQDO\VLV� GDWD� DV� UHFRUGHG� DQG� VXPPDULVHG�RQ� WKH� LQWHUURJDWLRQ� LQVWUXPHQW�ZDV�UHFRUGHG� LQ� D� EHVSRNH� GDWDEDVH� &RQWHQW��� XVLQJ� D� VWDWLVWLFDO SDFNDJH� �6366�� WR� SHUPLW�VWDWLVWLFDO�DQDO\VLV����&RQWHQW� ZDV�IRUPDWWHG�VXFK�WKDW�HDFK�FRQWHQW�DQDO\VHG�GRFXPHQW�ZDV�HQWHUHG� DV� RQH� FRPSXWHU� UHFRUG�� HDFK� VXFK� UHFRUG� FRQVLVWLQJ� RI� D� ODUJH� QXPEHU� RI� ILHOGV�ZKLFK� LQFOXGHG� WKH� LQWHUURJDWLRQ� LQVWUXPHQW�DQG�YDULRXV�EDFNJURXQG�GDWD� �VHH�6HFWLRQ������EHORZ��� 7KLV� VWUXFWXUH� WKXV� SHUPLWWHG� DQ\� QXPEHU� RI� UHFRUGV� WR� EH� HQWHUHG� IRU� D� SDUWLFXODU�FRPSDQ\� LQ� D� SDUWLFXODU� \HDU�� $� VHFRQG� DJJUHJDWH� GDWDEDVH��&2<� ZDV� WKHQ� GHULYHG� IURP�&RQWHQW� ZKLFK�SURYLGHG�RQH�FXPXODWLYH�WRWDO�RI�&('�IRU�HDFK�FRPSDQ\�IRU�HDFK�\HDU�EDVHG�RQ�WKH�WRWDO�QXPEHU�RI�GRFXPHQWV�SHUWDLQLQJ�WR�HDFK�FRPSDQ\�LQ�HDFK�\HDU��&2<� VHUYHG�DV�WKH�PDLQ�GDWD�VRXUFH�IRU�K\SRWKHWLFR�GHGXFWLYH�DQDO\VLV��&KDSWHU�����'DWD�ZHUH�HQWHUHG�LQWR�&RQWHQW� E\�RQH�UHVHDUFK�DVVLVWDQW��QRUPDOO\�RQ�D�FRPSDQ\�E\�FRPSDQ\�EDVLV��DW�WKH�WLPH�DOO�RU� PRVW� RI� HDFK� FRPSDQ\¶V� UHSRUWV� KDG� EHHQ� FRQWHQW� DQDO\VHG�� &KHFNV� RQ� WKH� RYHUDOO�DFFXUDF\��FRPSOHWHQHVV�DQG�UHOLDELOLW\�RI�WKH�GDWD�UHFRUGHG�LQ�&RPSDQ\� ZHUH�SHUIRUPHG�E\�WKH�DXWKRU��DV�IROORZV���L��WKH�QXPEHU�RI�UHFRUGV�DV�UHFRUGHG�LQ�&RPSDQ\� ZDV�DJUHHG�WR�WKH�QXPEHU� RI� UHSRUWV� UHFRUGHG� RQ�&RPSDQ\� &RQWURO� 6FKHGXOHV �QRW� UHSURGXFHG� KHUH�� ZKLFK�SURYLGHG�D�PDQXDO�UHFRUG�RI�WKH�QXPEHU�RI�UHSRUWV�WR�EH�FRQWHQW�DQDO\VHG�IRU�HDFK�FRPSDQ\�E\�W\SH�DQG�\HDU���LL��GHWDLOV�RI�WKH�QXPEHU�DQG�W\SH�RI�UHSRUWV��DV�UHFRUGHG�RQ�WKH�&RPSDQ\�&RQWURO�6FKHGXOHV��ZHUH�DJUHHG� WR� WKH� LQWHUURJDWLRQ� LQVWUXPHQW� IRUPV�DQG�WR�WKH�&RPSDQ\�GDWDEDVH� RQ� D� FRPSDQ\�E\�FRPSDQ\� EDVLV�� DQG� �LLL�� D� UDQGRP� VDPSOH� RI� ��� PDQXDO� LQSXW�IRUPV�DQG�EDFNJURXQG�GDWD�VKHHWV�ZHUH�FKHFNHG�DQG�DJUHHG�WR�WKH�UHFRUGV�LQ�WKH�&RPSDQ\�GDWDEDVH���� 7KH� UHODWHG� LVVXHV� RI� FRQWHQW� DQDO\VLV� UHOLDELOLW\� DQG� LQWHU�FRGHU� DJUHHPHQW� DUH�GLVFXVVHG�LQ�WKH�QH[W�VXE�VHFWLRQ�
��� 5HOLDELOLW\�RI�FRQWHQW�DQDO\VLV�DQG LQWHU�FRGHU�DJUHHPHQW$�NH\�HOHPHQW�RI�FRQWHQW�DQDO\VLV�EDVHG�UHVHDUFK�LV�WKH�DELOLW\�RI�WKH�LQWHUURJDWLRQ�LQVWUXPHQW�DQG�VSHFLILFDWLRQV� IRU� UHFRUGLQJ�GDWD� WR�EH�UHOLDEOH�DQG�UHSURGXFLEOH��*XWKULH�DQG�0DWKHZV���������5HOLDELOLW\�LQ�WKLV�FRQWH[W�UHVWV�RQ�WKH�DELOLW\�RI�WKHVH�WZR�LQVWUXPHQWV�WR�\LHOG�VLPLODU�UHVXOWV�ZKHQ�HPSOR\HG�UHSHDWHGO\�RQ�D�JLYHQ�FRPSDQ\�UHSRUW��.ULSSHQGRUII��������SS��������LGHQWLILHV� WKUHH� W\SHV�RI� UHOLDELOLW\� IRU�FRQWHQW�DQDO\VLV�� �L�� VWDELOLW\�� �LL�� UHSURGXFLELOLW\��DQG��LLL��DFFXUDF\��6WDELOLW\�� RU� LQWUD�REVHUYHU� UHOLDELOLW\�� UHIHUV� WR� WKH� GHJUHH� WR�ZKLFK� WKH�VDPH FRGHU� FRQWHQW�DQDO\VHV� WKH� VDPH�GDWD� VHW� RYHU� WLPH�� ,Q� WKLV� VLWXDWLRQ��GDWD�ZRXOG�EH�FRQVLGHUHG� UHOLDEOH� LI�WKHUH�ZHUH�QR�PDMRU�GHYLDWLRQV�EHWZHHQ�WKH�UHVSHFWLYH�UHVXOWV� 7KXV��VWDELOLW\�ZDV�HVWDEOLVKHG�LQ� WKH�*XWKULH�DQG�0DWKHZV��������VWXG\�E\�XVLQJ�D� WHVW�UHWHVW�SURFHGXUH�XQGHU�ZKLFK�IRXU�DQQXDO�UHSRUWV�ZHUH�VHOHFWHG�DQG�WKH�LQWHUURJDWLRQ�LQVWUXPHQW�DSSOLHG�E\�WKH�VDPH�UHVHDUFKHU�WZLFH� DW� D� WZR�ZHHN� LQWHUYDO�� $� VLPLODU�SURFHGXUH�ZDV� HPSOR\HG� LQ� WKH� SUHVHQW� VWXG\� �VHH�EHORZ���ZKHUHE\�D�VPDOO�VDPSOH�RI�DQQXDO�DQG�HQYLURQPHQW�UHSRUWV�ZDV�VXEMHFWHG�WR�WKH�WHVW�UHWHVW�VLWXDWLRQ�DW�YDULRXV�WLPHV�GXULQJ�WKH�FRXUVH�RI�WKH�SURMHFW��+RZHYHU��HYHQ�ZKHUH�WKHUH�LV�D�KLJK� OHYHO�RI� LQWUD�FRGHU�DJUHHPHQW�� WHVWV�RI�VWDELOLW\�DUH� WKH�ZHDNHVW�IRUP�RI�UHOLDELOLW\�WHVWLQJ� EHFDXVH� WKH\� RQO\� HVWDEOLVK� WKDW� D� UHFRUGHU� LV� FRQVLVWHQW� LQ� UHODWLRQ� WR� WKH� XVH� DQG�LQWHUSUHWDWLRQ� RI� WKH� LQWHUURJDWLRQ� LQVWUXPHQW� DQG� UHFRUGLQJ� LQVWUXFWLRQV� �*XWKULH� DQG�
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0DWKHZV���������0RUHRYHU�� LW� LV�ZHDNHQHG�IXUWKHU�E\�WKH�IDFW�WKDW�LW�PD\�EHFRPH�QHFHVVDU\�WR�UHYLVH�WKHVH�UHFRUGLQJ�LQVWUXFWLRQV�GXULQJ�WKH�FRXUVH�RI�WKH�UHVHDUFK��,Q�YLHZ�RI�WKH�GHJUHH�RI� VXEMHFWLYLW\� LQYROYHG� LQ� WKH� FODVVLILFDWLRQ� RI� LWHPV� RI� &('�� GHWDLOHG� FRGLQJ� UXOHV� ZHUH�GHYHORSHG�IRU�WKH�SLORW�VWXG\��VHH�6HFWLRQ�����DERYH���RQ�WKH�FRPSOHWLRQ�RI�ZKLFK�WKHVH�UXOHV�ZHUH� WKHQ� XSGDWHG� DQG� DPHQGHG� DV� DSSURSULDWH� SULRU� WR� WKH� FRPPHQFHPHQW� RI� WKH� SUHVHQW�VWXG\����'XULQJ� WKH� FRQWHQW� DQDO\VLV� SKDVH�� WKHVH� FRGLQJ UXOHV�ZHUH� FRQWLQXDOO\� UH�DVVHVVHG�DQG��ZKHUH�QHFHVVDU\��HODERUDWHG�XSRQ� WR�SURYLGH�FOHDUHU��PRUH�GHWDLOHG�JXLGHOLQHV��$V�ZDV�DOVR�WKH�FDVH�ZLWK�WKH�*UD\�HW�DO� �����F��VWXG\��GXULQJ�WKH�HDUO\�VWDJHV�RI�WKH�FRQWHQW�DQDO\VLV�SKDVH� LW� ZDV� VWLOO� QHFHVVDU\� WR UHYLVLW�� DQG� LQ� VRPH� FDVHV� UHYLVH�� GHILQLWLRQV� DQG� DVVRFLDWHG�GHFLVLRQ� UXOHV� WR� DUULYH� DW� D� VHW� RI� GHILQLWLRQV� ZKLFK� IHOW� FRPIRUWDEOH� DQG� ZKLFK� ZHUH�ZRUNDEOH� LQ� WHUPV� RI� EHLQJ� DEOH� WR� SHUIRUP� WKH� FRQWHQW� DQDO\VLV� UHOLDEO\�� FRQVLVWHQWO\� DQG�HIILFLHQWO\����$OWKRXJK� LW� LV� LPSUDFWLFDEOH� WR�FRPPHQW�KHUH�RQ�DOO� VXFK� LVVXHV�DQG�TXHVWLRQV�ZKLFK� DURVH�� WKH� JHQHUDO� DSSURDFK�DGRSWHG� LQ� HDFK� FDVH�ZDV� WR�GLVFXVV� WKH�PDWWHU�ZLWK� WKH�RWKHU�UHVHDUFKHU�V��LQYROYHG��WR�DSSO\�GHFLVLRQ�UXOHV�EDVHG�RQ�XQGHUO\LQJ�SULQFLSOHV��WR UHYLVH�DQG� RU� HODERUDWH� RQ� WKH� GHILQLWLRQV� DQG� GHFLVLRQV� UXOHV�ZKHUH� DSSURSULDWH�� DQG� WR� UH�GR� WKH�GDWD�FROOHFWLRQ�DQG�GDWDEDVH�LI�QHFHVVDU\��6XFK�UHYLVLRQV�DQG�WKH�UHDVRQLQJ�WKHUHWR�ZHUH�QRWHG�GRZQ�DQG��ZKHUH�SUDFWLFDEOH��LQFRUSRUDWHG�LQWR�WKH�YDULRXV�GHILQLWLRQV�DQG�GHFLVLRQ�UXOHV�5HSURGXFLELOLW\�� RU� LQWHU�FRGHU� DJUHHPHQW�� UHIHUV� WR� WKH� GHJUHH� WR� ZKLFK� D� SURFHVV� FDQ� EH�UHFUHDWHG� XQGHU� GLIIHUHQW� FRQGLWLRQV�� DW� GLIIHUHQW� ORFDWLRQV�� XVLQJ� GLIIHUHQW� FRGHUV��.ULSSHQGRUII¶V� ������� WHVW�WHVW� DSSURDFK�� IRU� H[DPSOH�� FDQ� EH� DSSOLHG� WR� &65� UHVHDUFK� E\�KDYLQJ�WZR�RU�PRUH�LQGHSHQGHQW�MXGJHV�FRPSOHWH�WKH�FRQWHQW�DQDO\VLV�RI�D�VDPSOH�RI�UHSRUWV�LQ�GLIIHUHQW�ORFDWLRQV�ZLWK�D�PLQLPXP�RI�FRQWDFW��$�KLJK�OHYHO�RI�DJUHHPHQW�DPRQJVW�PXOWLSOH�FRGHUV�LQ�UHODWLRQ�WR�WKH�ZD\�FRGLQJ�DQG�PHDVXUHPHQW�LQVWUXFWLRQV�DUH�LQWHUSUHWHG�DQG�DSSOLHG�ZRXOG� VXJJHVW� WKDW� WKH� UHVXOWV� DUH� UHOLDEOH�� ,Q� WKH� SUHVHQW� VWXG\�� WKH� FRQWHQW� DQDO\VLV� SKDVH�ZDV�SHUIRUPHG�ZLWK�WKH�VXSSRUW�RI�D�QXPEHU�RI�GLIIHUHQW�DVVLVWDQWV�DW�YDULRXV�WLPHV�DQG�VWDJHV�RI� WKH SURMHFW�� GHSHQGLQJ� RQ� WKH� DYDLODELOLW\� RI� SHUVRQQHO� DQG� IXQGLQJ��7KLV�ZDV� QHFHVVDU\�EHFDXVH�RI�WKH�ODUJH�QXPEHU�RI�UHSRUWV�WR�EH�FRQWHQW�DQDO\]HG��WKH�DPRXQW�RI�ODERXU�UHTXLUHG�WR�REWDLQ�WKHVH�UHSRUWV��DQG�WKH�OHQJWK�RI�WLPH�UHTXLUHG�WR�SHUIRUP�WKH�FRQWHQW�DQDO\VLV�ZRUN��7KHUH� DUH� D� QXPEHU� RI�PHWKRGRORJLFDO� LVVXHV�ZKLFK� DULVH�ZKHQ�HPSOR\LQJ�PXOWLSOH� FRGHUV��IRU� D� GHWDLOHG� FRQVLGHUDWLRQ�� VHH� IRU� H[DPSOH�� .ULSSHQGRUII�� ������ FKDSWHU� ��� 0LOQH� DQG�$GOHU��������8QHUPDQ���������7KHVH�LVVXHV�DUH�QRW�DGGUHVVHG�KHUH�RWKHU�WKDQ�WR�GHVFULEH�WKHLU�JHQHUDO� FKDUDFWHULVWLFV�� WUDLQLQJ� SURFHGXUHV� DQG� WKH� SURFHGXUHV� HPSOR\HG� LQ� GDWD� JDWKHULQJ�DQG�GDWD�SURFHVVLQJ����$V�QRWHG�DERYH��H[SOLFLW�GHILQLWLRQV�DQG�LQVWUXFWLRQV�ZHUH�GHYHORSHG�LQ�DGYDQFH� RI� WKH� FRQWHQW� DQDO\VLV� SKDVH�� ,Q� SUDFWLFH�� WKHVH� GHILQLWLRQV� DQG� LQVWUXFWLRQV� ZHUH�FRQWLQXDOO\� QHJRWLDWHG� EHWZHHQ� FRGHUV� LQ� DUULYLQJ� DW� RXWFRPHV� ZKLFK� µIHOW� ULJKW¶� LQ� WKH�FRQWH[W�RI�WKH�RYHUDOO�DLPV�RI�WKH�VWXG\��$V�IDU�DV�SUDFWLFDEOH��WKHVH�RXWFRPHV�DUH�UHIOHFWHG�LQ�WKH�YDULRXV�GHILQLWLRQV��JXLGHOLQHV�DQG�IRUPV�XVHG�LQ�WKH�VWXG\��6L[�SHUVRQV��LQFOXGLQJ�WKH�DXWKRU��RYHU�D�SHULRG�RI�VHYHUDO�\HDUV��FRGHG�WKH�FRPSDQ\�UHSRUWV�XVHG� LQ� WKH� SUHVHQW� VWXG\����$� QXPEHU� RI� VWHSV�ZHUH� WDNHQ� WR� HQVXUH� LQWHU�FRGHU� UHOLDELOLW\��)LUVWO\�� HDFK� FRGHU� UHFHLYHG� D� VKRUW� �DW� OHDVW� RQH� GD\�� LQWURGXFWLRQ� WR� &65� UHVHDUFK�� SULRU�VWXGLHV�� WKH� DLPV� RI� WKH� VWXG\�� WKH� UHVHDUFK� PHWKRG� DQG� DSSURDFK�� DQG� FRQWHQW� DQDO\VLV�PHWKRGRORJ\��6HFRQGO\��FRGHUV�ZHUH�HDFK�VXSSOLHG�ZLWK�YDULRXV�SXEOLVKHG�UHVHDUFK�PDWHULDO�ZKLFK� WKH\�ZHUH� DVNHG� WR�EHFRPH� IDPLOLDU�ZLWK�SULRU� WR�FRGLQJ� WKH� UHSRUWV����7KLUGO\��HDFK�FRGHU�UHFHLYHG�LQ�GHSWK��RQH�WR�RQH�WUDLQLQJ�LQ�KRZ�WR�SHUIRUP�FRQWHQW�DQDO\VLV�LQ�DFFRUGDQFH�
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ZLWK� WKH� JXLGHOLQHV� DQG� GHILQLWLRQV� GHYHORSHG� IRU� WKH� VWXG\�� 7KLV� WUDLQLQJ� FRQVLVWHG� RI� WKH�DXWKRU� DQG� WKH� FRGHU� FRQWHQW� DQDO\]LQJ� D� VDPSOH� RI� DQQXDO� UHSRUWV� DQG� RQH� HQYLURQPHQW�UHSRUW�� WRJHWKHU�DQG�VHSDUDWHO\��7KLV�GXSOLFDWLRQ�RI�HIIRUW�ZDV�FRQVLGHUHG�HVVHQWLDO��QRW�RQO\�LQ�WHUPV�RI�WKH�UHTXLUHG�WUDLQLQJ�EXW�DOVR�IURP�WKH�SRLQW�RI�YLHZ�RI�UHOLDELOLW\��)RU�D�SURFHGXUH�WR�EH�UHOLDEOH�LW�VKRXOG�JLYH�ULVH�WR�WKH�VDPH�GDWD�VHW�LUUHVSHFWLYH�RI�WKH�SHUVRQ�SHUIRUPLQJ�WKH�FRQWHQW� DQDO\VLV� RU� WKH� WLPLQJ� RI� LWV� SHUIRUPDQFH� �.DSODQ� DQG� *ROGVHQ�� ������� 7KXV��UHOLDELOLW\� LQ� WKH� FRQWH[W� RI� FRQWHQW� DQDO\VLV� LV� H[SUHVVHG� DV� D� IXQFWLRQ� RI� WKH� DJUHHPHQW�DFKLHYHG�DPRQJVW�FRGHUV�LQ�UHODWLRQ�WR�WKH�DVVLJQPHQW�RI�XQLWV�RI�GDWD�WR�FDWHJRULHV�RI�&65��WKH� PHDVXUHPHQW� DQG� DWWULEXWLRQ� RI� TXDOLWDWLYH� FKDUDFWHULVWLFV� WR� VXFK� XQLWV� �IRU� D� PRUH�GHWDLOHG� GLVFXVVLRQ� RI LQWHU�FRGHU� UHOLDELOLW\� LQ� WKH� FRQWH[W� RI� FRQWHQW� DQDO\VLV�� VHH�� IRU�H[DPSOH��+XJKHV�DQG�*DUUHWW��������0LOQH�DQG�$GOHU�����������7KH�DXWKRU�DQG�WKH�UHVSHFWLYH�FRGHU�GLVFXVVHG�DQ\�GLVFUHSDQFLHV�ZKLFK�DURVH�EHWZHHQ�RQH�DQRWKHU¶V�ZRUN��D�FRQVHQVXV�ZDV�UHDFKHG� DQG� WKH� FRGLQJ� DGMXVWHG� WR� UHIOHFW� ���� SHU� FHQW� DJUHHPHQW�� 2QFH� WKH� DXWKRU� ZDV�VDWLVILHG�WKDW�WKH�DVVLVWDQW�ZDV�FRGLQJ�WKH�UHSRUWV�LQ�D�FRQVLVWHQW�DQG�UHOLDEOH�PDQQHU��IXUWKHU�UHSRUWV�ZHUH�FRGHG�E\�WKH�DVVLVWDQW�RQO\��&RQVLVWHQF\�ZDV�PDLQWDLQHG�WKURXJKRXW�WKH�SURMHFW�E\�HQVXULQJ� WKDW�DQ\�SDUWV�RI�D� UHSRUW�ZKLFK�JDYH�FRGLQJ�SUREOHPV�ZHUH�GLVFXVVHG�ZLWK�WKH�DXWKRU�DW�WKH�WLPH��,Q�WKH�FDVH�RI�HQYLURQPHQWDO�DQG�VRFLDO�UHSRUWV��DOO�FRGLQJV�ZHUH�FDUHIXOO\�UHYLHZHG�SDJH�E\�SDJH�E\� WKH�DXWKRU��$Q\�DPELJXLWLHV�RU FRQFHUQV�ZKLFK�DURVH�GXULQJ� WKLV�UHYLHZ�ZHUH�GLVFXVVHG�ZLWK� WKH� UHVSHFWLYH�FRGHUV� WR�HQVXUH��DV� IDU�DV� LV�SUDFWLFDEOH�� WKDW�DOO�FRGHUV�XVHG�WKH�VDPH�FRGLQJ�UXOHV���7KH� ILQDO� W\SH� DQG� KLJKHU� RUGHU� RI� UHOLDELOLW\�� WKDW� RI� DFFXUDF\�� VHHNV� WR� DVVHVV� FRGHU�SHUIRUPDQFH�DJDLQVW�VRPH�SUH�GHWHUPLQHG�VWDQGDUG��NQRZQ�DV�D�WHVW�VWDQGDUG��VHW�E\�D�SDQHO�RI�H[SHUWV�RU�EDVHG�RQ�SULRU�H[SHULPHQWV�DQG�VWXGLHV��*XWKULH�DQG�0DWKHZV���������+RZHYHU��WKHUH�DUH�DW�SUHVHQW�QR�XQLYHUVDO�UXOHV�RI�WKXPE�RU�XQLYHUVDO�PLQLPXP�VWDQGDUGV�WKDW�FRXOG�EH�DGRSWHG� IRU� WKH� UHOLDELOLW\� RI�&65� FRQWHQW� DQDO\VLV�� 7KXV�� LW� LV� QRW� SRVVLEOH� WR� HPSOR\� WKLV�UHOLDELOLW\� WHVW� LQ� WKH� SUHVHQW� VWXG\�� ,QGHHG�� 8QHUPDQ� ������� QRWHV� WKDW� WKHUH� LV� QR� VLQJOH�FULWHULRQ�RI�DGHTXDWH�UHOLDELOLW\�ZLWKLQ�DQ\�RI�WKH�WHVWV�RI�UHOLDELOLW\�DQG�WKDW�UHVHDUFKHUV�PXVW�WKHUHIRUH� FKRRVH� WKH� FULWHULD� RI� UHOLDELOLW\� WKH\� FRQVLGHU� WR� EH� PRVW� DSSURSULDWH� WR� WKHLU�SDUWLFXODU�VWXG\��$V�VXFK��WKH�EHVW�SUDFWLFDO�DGYLFH�PD\�EH�WKDW�UHVHDUFKHUV�VKRXOG�XQGHUVWDQG�WKH�UHVHDUFK�WRROV��WKHLU�OLPLWV�DQG�WKH�UHVHDUFK�FRQWH[W�EHIRUH�PDNLQJ�D�FDUHIXO�LQWHUSUHWDWLRQ�RI�UHVXOWV��$GOHU�DQG�0LOQH���������
���� 6DPSOH�VL]H��FRPSRVLWLRQ�DQG�EDVLV�RI�VHOHFWLRQ:KLOH�WKH�SULQFLSOHV�RI�VDPSOLQJ�D�SRSXODWLRQ�IRU�WKH�SXUSRVHV�RI�GUDZLQJ�LQIHUHQFHV�DERXW�D�SRSXODWLRQ� DV� D�ZKROH� DUH�ZHOO�HVWDEOLVKHG�� WKH� DFWXDO� SUDFWLFH� RI� VDPSOH� VHOHFWLRQ� LV� RIWHQ�PXFK�PRUH�GLIILFXOW��,Q�DGGLWLRQ��WKH�DFFRXQWLQJ�OLWHUDWXUH�LV�JHQHUDOO\�VLOHQW�RQ�WKH�LVVXHV�RI�SRSXODWLRQ� LGHQWLILFDWLRQ�� VWUDWLILFDWLRQ�� KRPRJHQHLW\� DQG� VDPSOH� ELDV��*UD\� HW� DO�� �����F���5DWKHU� WKDQ� DWWHPSWLQJ� WR� GUDZ� D� VDPSOH� ZKLFK� LV� UHSUHVHQWDWLYH� RI� WKH� SRSXODWLRQ� RI�FRPSDQLHV� DV� D� ZKROH�� WKH� SUHVHQW� VWXG\� IROORZV� SULRU� UHVHDUFK� LQ� IRFXVLQJ� RQ� ODUJH�FRPSDQLHV� �VHH�� IRU�H[DPSOH��*UD\�HW�DO�������F��������*XWKULH�DQG�3DUNHU��������+DOO�DQG�-RQHV��������/LWYDN�DQG�%DQWLQJ��������5REHUWV�����������7KH� LQFOXVLRQ�RI� ODUJH�FRPSDQLHV�RQO\�REYLRXVO\�LQWURGXFHV�DQ�HOHPHQW�RI�ELDV�LQWR�WKH�VWXG\��7KLV�DSSURDFK�FDQ�EH�MXVWLILHG�RQ�D�QXPEHU�RI�JURXQGV��*UD\�HW�DO�������F����L��D�VDPSOH�RI�ODUJH�FRPSDQLHV�LV�PRUH�OLNHO\�WR�GHPRQVWUDWH� H[DPSOHV� RI� HQYLURQPHQWDO� GLVFORVXUH� FRPSDUHG� WR� DQ� HTXLYDOHQW� VDPSOH� RI�
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PHGLXP�VL]HG� RU� VPDOO� FRPSDQLHV�� �LL�� D� VDPSOH� RI� WKH� ODUJHVW� FRPSDQLHV� ZRXOG� EH�PRUH�FRPSDUDEOH�± RQ�VL]H�DW�OHDVW�± ZLWK�D�PDMRULW\�RI�RWKHU�VWXGLHV�ZKLFK�VDPSOH�IURP�WKH�ODUJHVW�FRPSDQLHV�� DQG� �LLL�� REWDLQLQJ� DQQXDO� UHSRUWV� DQG� RWKHU� UHSRUWV� DQG� GRFXPHQWV� IURP� WKH�ODUJHVW�FRPSDQLHV�LV�OLNHO\�WR�SURYH�PRUH�VXFFHVVIXO�WKDQ�IRU�RWKHU�VDPSOHV��2WKHU�DUJXPHQWV�IRU� IRFXVLQJ� RQ� ODUJH� FRPSDQLHV� DUH� JURXQGHG� LQ� WKH� QDWXUH� RI� WKH� EXVLQHVV�VRFLHW\�UHODWLRQVKLS� DV� UHIHUUHG� WR� LQ� HDUOLHU� FKDSWHUV�� QRWDEO\� WKDW� ODUJHU� FRPSDQLHV� WHQG� WR� EH� WKH�REMHFW�RI�PRVW�VRFLHWDO�SUHVVXUH��/LWYDN�DQG�%DQWLQJ���������WKH�HQYLURQPHQW�RI�&65�LV�WKDW�RI� ODUJH� EXVLQHVV� HQWHUSULVHV� �-RKQVRQ�� �������&65HVS� LV� DERXW� UHODWLRQVKLSV� EHWZHHQ� µELJ¶�EXVLQHVV�DQG�VRFLHW\��0RRUH�DQG�5LFKDUGVRQ��������DQG�ODUJHU�RUJDQL]DWLRQV�WHQG�WR�HQJDJH�PRUH�KHDYLO\�LQ�OHJLWLPLVLQJ�EHKDYLRXU��'RZOLQJ�DQG�3IHIIHU��������$�IRUP�RI�VWUXFWXUHG��PXOWL�VWDJH�VDPSOLQJ�SURFHGXUH�ZDV�HPSOR\HG�WR�VHOHFW�D�VDPSOH�RI����FRPSDQLHV����7KLV� VDPSOH�ZDV�GUDZQ� IURP�D� VLQJOH� VRXUFH��7KH�7LPHV����������� �%DUURZ������� UHIHUHQFH�ERRN��ZKLFK�DQQXDOO\�OLVWV�WKH�������ODUJHVW�(XURSHDQ�FRPSDQLHV��UDQNHG�E\�FDSLWDO�HPSOR\HG��7KH�UDQNLQJV�LQ�WKH������HGLWLRQ�RI�7KH�7LPHV����� DUH�EDVHG�RQ�FRPSDQ\�GDWD�FORVHVW� WR� WKDW�RI� WKH� ILQDO�\HDU�RI� WKH�VWXG\��L�H��������� WKHVH�VDPH�FRPSDQLHV�IRUPLQJ�WKH�GDWDEDVH�IRU�HDFK�RI� WKH�VHYHQ�\HDUV� IURP������ WR�������VHH�EHORZ���5DWKHU� WKDQ�VHOHFW�FRPSDQLHV�FRPSOHWHO\�DW� UDQGRP��WKH�VDPSOH�ZDV�VWUXFWXUHG�WR�SURYLGH�D�PLQLPXP�QXPEHU�RI�VDPSOH�LWHPV�LQ�WHUPV�RI�LQGXVWU\�VHFWRU�DQG�JHRJUDSKLFDO�DUHD��VHH�EHORZ���7KHVH�WZR�SUH�VDPSOLQJ� FRQGLWLRQV� HVWDEOLVKHG� D� FKRVHQ� QXPEHU� RI� FRPSDQLHV IURP� HDFK� JHRJUDSKLFDO�UHJLRQ� DQG� DQ� HTXDO� GLVWULEXWLRQ� EHWZHHQ� WKH� HQYLURQPHQWDOO\�VHQVLWLYH� �(6�� DQG� OHVV�HQYLURQPHQWDOO\�VHQVLWLYH��/(6��LQGXVWU\�VHFWRUV�DW�FRXQWU\�OHYHO�
7DEOH����6DPSOH�RI�FRPSDQLHV�E\�JHRJUDSKLFDO�UHJLRQ�DQG�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\3RSXODWLRQ�6DPSOH %HQHOX[ *HUPDQ\ 7RWDO7RWDO�SRSXODWLRQ�E\�VRXUFH�6HFWRUV���WR����(6� �� �� ��6HFWRUV���WR����/(6� �� �� ��7RWDO �� ��� ���
3ULPDU\�VDPSOH�6HFWRUV���WR����(6� �� �� ��6HFWRUV���WR����/(6� �� �� ��7RWDO �� �� ��

1RWHV��7KH�DERYH�VDPSOH�ZDV�VRXUFHG�IURP�7KH�7LPHV���������� OLVW�RI�WRS�������(XURSHDQ�FRPSDQLHV��UDQNHG�E\� FDSLWDO� HPSOR\HG�� :KHUH�� 6HFWRUV� �� WR� �� �(6��  � (QYLURQPHQWDOO\�VHQVLWLYH� LQGXVWU\� VHFWRUV� �FKHPLFDOV��H[WUDFWLYH�� PHFKDQLFDO� HQJLQHHULQJ� DQG� PHWDOOXUJ\�� HQHUJ\� XWLOLWLHV��� 6HFWRUV� �� WR� �� �/(6��  � /HVV�(QYLURQPHQWDOO\�VHQVLWLYH� LQGXVWU\� VHFWRUV� �EDQNLQJ� DQG� LQVXUDQFH�� FRQVXPHU� JRRGV�� WUDYHO�� WRXULVP� DQG�WUDQVSRUW� VHUYLFHV�� UHWDLO� DQG� OHLVXUH��� ³7RWDO�SRSXODWLRQ�E\� VRXUFH´� LQGLFDWHV� WKH WRWDO�QXPEHU�RI�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�IURP�WKHVH���LQGXVWU\�VHFWRUV��UHVSHFWLYHO\��ZKLFK�DSSHDU�LQ�7KH�7LPHV���������� OLVW�RI�WRS�������(XURSHDQ�FRPSDQLHV��%HQHOX[� �%HOJLXP��/X[HPERXUJ�DQG�WKH�1HWKHUODQGV�
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+RZHYHU��D�GHJUHH�RI�UDQGRPQHVV�ZDV�LQWURGXFHG�E\�VHOHFWLQJ�VDPSOH�LWHPV�DFFRUGLQJ�WR�WKH�RUGHU� LQ�ZKLFK� WKH\�DUH�DSSHDU� LQ�7KH�7LPHV������� LWHPV�EHLQJ� OLVWHG� LQ� UDQN�RUGHU�� L�H�� WKH�ODUJHVW� FRPSDQ\� �LQ� WHUPV� RI� FDSLWDO� HPSOR\HG�� DSSHDULQJ� DW� WKH� WRS� RI� WKH� OLVW� DQG� WKH�VPDOOHVW�FRPSDQ\�DW�WKH�ERWWRP��7KH����FRPSDQLHV�ZHUH�VHOHFWHG�E\�VWDUWLQJ�IURP�WKH�WRS�RI�7KH�7LPHV����� OLVW�DQG�VHOHFWLQJ�D�FRPSDQ\�HDFK�WLPH�WKH�WZR�FRQGLWLRQV�RI�LQGXVWU\�VHFWRU�DQG�JHRJUDSKLFDO�DUHD�ZDV�VDWLVILHG��7KLV�SURFHGXUH�ZDV�FRQWLQXHG�XQWLO�WKH�UHTXLUHG�QXPEHU�RI�FRPSDQLHV�IURP�LQGXVWU\�VHFWRU�DQG�JHRJUDSKLFDO�DUHD�KDG�EHHQ�VHOHFWHG��$�SULRU�DQDO\VLV�ZDV�FDUULHG�RXW�WR�HVWDEOLVK�WKH�H[LVWHQFH�RI�D�VXIILFLHQW�QXPEHU�RI�FRPSDQLHV�LQ�7KH�7LPHV�����������WR�SURYLGH�WKH�UHTXLUHG�VDPSOH��7DEOH�������'HWDLOV�RI�WKH�SURFHVVHV�HPSOR\HG�IRU�UHTXHVWLQJ�FRSLHV�RI� WKH�VDPSOHG�FRPSDQLHV¶�UHOHYDQW�UHSRUWV�DQG�WKH�GHFLVLRQ�UXOHV�DSSOLHG�WR�QRQ�UHVSRQVHV�DUH�JLYHQ�LQ�6HFWLRQ������EHORZ�$Q�DGGLWLRQDO� FRQVLGHUDWLRQ�ZKLFK�KDG� WR�EH� WDNHQ� LQWR�DFFRXQW�ZDV� WKH� IDFW� WKDW� WKH� VWXG\�FRYHUV� D QXPEHU� RI� \HDUV� �VHH� 6HFWLRQ� ����� EHORZ��� )RU� ORQJLWXGLQDO� VWXGLHV�� WKHUH� DUH�SULPDULO\� WZR�ZD\V�RI�GUDZLQJ�D�VDPSOH� IURP�SXEOLVKHG� OLVWV�VXFK�DV�7KH�7LPHV�������7KH�ILUVW�LV�WR�HVWDEOLVK�D�GDWDEDVH�RI�FRPSDQLHV�EDVHG�RQ�WKH�VDPH�QXPEHU RI�FRPSDQLHV�LQ�HDFK�\HDU�RI�WKH�ORQJLWXGLQDO�DQDO\VLV��IRU�H[DPSOH��WKH�WRS������LUUHVSHFWLYH�RI�ZKHWKHU�RU�QRW�WKH�LGHQWLW\ RI�FRPSDQLHV�VHOHFWHG�LQ�WKH�ILUVW��EDVH��\HDU�LV�WKH�VDPH�DV�WKRVH�LQ�VXEVHTXHQW�\HDUV��$OWKRXJK� WKLV� DSSURDFK� WDNHV� LQWR� DFFRXQW� FKDQJHV� LQ� WKH� DEVROXWH� VL]H� RI� FRPSDQLHV� RYHU�WLPH�� WKH� GLVDGYDQWDJH� LV� WKDW� WKH�GDWDEDVH�RI� FRPSDQLHV�EHFRPHV�XQVWDEOH�RYHU� WLPH��ZLWK�VRPH�FRPSDQLHV�GURSSLQJ�RXW�RI� WKH�UDQNLQJV�DV� WKHLU�UHODWLYH�VL]H�IDOOV�DQG�RWKHUV�HQWHULQJ�WKH�UDNLQJV�DV� WKHLU� UHODWLYH�VL]H� LQFUHDVHV� �*UD\�HW�DO����������$Q�DOWHUQDWLYH�DSSURDFK�LV� WR�VHOHFW�D�VDPSOH�RI�FRPSDQLHV�XVLQJ�D�EDVH�\HDU�DQG�WR�EXLOG�XS�WKH�GDWDEDVH�XVLQJ�WKH�VDPHFRPSDQLHV� IRU� HDFK� \HDU� RI� WKH� VWXG\��8VLQJ� WKLV� DSSURDFK�� WKH� VDPSOH� RI� ��� %HQHOX[� DQG�*HUPDQ�FRPSDQLHV�ZDV� VHOHFWHG� IURP�7KH 7LPHV���������� �%DUURZ��������ZKLFK�SURYLGHG�GDWD�RQ�FRPSDQLHV�XVLQJ�WKH�ODWHVW�DYDLODEOH�VHW�RI�ILQDQFLDO�VWDWHPHQWV��,Q�PRVW�FDVHV�WKLV�LV�WKH�ILQDQFLDO�\HDU�HQGHG�LQ�WKH�FDOHQGDU�\HDU�������7KLV�DSSURDFK�KDV�WKH�DGYDQWDJH�RI�SURYLGLQJ�D�FRPSOHWH�GDWD�VHW�IRU�WKH�SXUSRVHV�RI�K\SRWKHVLV�WHVWLQJ�ZKLOVW�DOVR�UHIOHFWLQJ��DVVXPLQJ�WKDW�WKH�VDPSOH�LV�UHSUHVHQWDWLYH�RI�FKDQJHV�DW�D�PDFUR�HFRQRPLF�OHYHO��FKDQJHV�LQ�DEVROXWH�OHYHOV�RI� VL]H� DQG� SURILWDELOLW\�� IRU� H[DPSOH�� RYHU� WLPH�� ,W� LV� WKH� ODWWHU DSSURDFK� ZKLFK� KDV� EHHQ�DGRSWHG� LQ� WKH� SUHVHQW� VWXG\�� +RZHYHU�� WKLV� DSSURDFK� KDV� WKH� GLVDGYDQWDJH� RI� VHOHFWLQJ�FRPSDQLHV�ZKLFK�PLJKW� QRW� H[LVW�� RU�ZKLFK�ZHUH� WKH� VXEMHFW� RI� DFTXLVLWLRQV�RU�PHUJHUV�� LQ�HDUOLHU�SHULRGV��,Q�WKH�FDVH�RI�WKH�SUHVHQW�VWXG\��QR FRPSDQ\�ZDV�VHOHFWHG�ZKLFK�FRXOG�QRW�EH�WUDFHG�EDFN�WR������LQ�VRPH�IRUP�RU�RWKHU��7ZR�FRPSDQLHV��,1*�*URXS�DQG�$N]R�1REHO����ZHUH�VHOHFWHG�XVLQJ� ����� DV� WKH� EDVLV� SHULRG� EXW� ZKLFK� KDG� EHHQ� WKH� VXEMHFW� RI� D� VLJQLILFDQW�WDNHRYHU�PHUJHU�LQ�WKH�SHULRG�VLQFH�������,Q�ERWK�FDVHV��D�GHFLVLRQ�ZDV�WDNHQ�WR�LQFOXGH�WKH�FRPSDQLHV�RQ� WKH�EDVLV�RI� WKH�DFFRXQWLQJ� WUHDWPHQW�DSSOLHG� IRU�JURXS�DFFRXQWLQJ�SXUSRVHV��7KXV��ZKHUH�WKH�FRPSDQ\�ZDV�WKH�UHVXOW�RI�D�PHUJHU�RI�WZR�FRPSDQLHV��DV�LV�WKH�FDVH�RI�,1*�ZKLFK�KDG�EHHQ� WUHDWHG�DV�VXFK�IRU�JURXS�DFFRXQWLQJ�SXUSRVHV��� WKH� WZR�PHUJHG�FRPSDQLHV�ZHUH�LQFOXGHG�LQ�WKH�VDPSOH�IRU�WKH�\HDUV�SULRU�WR�WKH�PHUJHU��FRQYHUVHO\��ZKHUH�WKH�FRPSDQ\�ZDV�WKH�UHVXOW�RI�DQ�DFTXLVLWLRQ��IRU�JURXS�DFFRXQWLQJ�SXUSRVHV��RI�RQH�FRPSDQ\�E\�DQRWKHU��DV� LQ� WKH�FDVH�RI�$N]R¶V�DFTXLVLWLRQ�RI�1REHO��ZKLFK�UHVXOWHG� LQ�D�FKDQJH�RI�QDPH�IRU� WKH�DFTXLULQJ� FRPSDQ\�� WKH� DFTXLUHG� FRPSDQ\� �1REHO��ZDV� LJQRUHG� DQG� WKH�SHULRG�SULRU� WR� WKH�PHUJHU�EDVHG�RQ�WKDW�RI� WKH�DFTXLULQJ�FRPSDQ\�RQO\��$N]R���7KH����FRPSDQLHV�VHOHFWHG�RQ�
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WKH�EDVLV�GHVFULEHG�DERYH�UHSUHVHQW�WKH�SULPDU\�VDPSOH�IRU�WKH�SXUSRVHV�RI�WKH�VWDWLVWLFDO�DQG�GHVFULSWLYH� UHVXOWV� UHSRUWHG� LQ� &KDSWHUV� �� DQG� ���� UHVSHFWLYHO\�� $� IXOO� OLVWLQJ� RI� WKHVH� ���FRPSDQLHV� LV�SURYLGHG�DW�$SSHQGL[����7KH� UHVXOWLQJ� VDPSOH�RI ���%HQHOX[�DQG����*HUPDQ�FRPSDQLHV� �7DEOH� ����� UHSUHVHQW� VRPH� RI� WKH� ODUJHVW� FRUSRUDWH� HQWLWLHV� LQ� (XURSH��PDQ\� RI�ZKRP� HPSOR\� ODUJH� QXPEHUV� RI� SHRSOH�� FRQVXPH� ODUJH� TXDQWLWLHV� RI� HQHUJ\� DQG� RWKHU�UHVRXUFHV��DQG�KDYH�D�FRQVLGHUDEOH�LPSDFW�RQ�ERWK�WKH�VRFLDO�DQG�SK\VLFDO�HQYLURQPHQW�$� IXUWKHU� VDPSOLQJ� LVVXH� RI� UHOHYDQFH� WR� VWXGLHV� ZKLFK� WHVW� IRU� DVVRFLDWLRQV� EHWZHHQ�&65�&('�DQG�RWKHU�YDULDEOHV� LV� WKH�GHJUHH� WR�ZKLFK�WKH�VDPSOH�PD[LPLVHV�WKH�YDULDQFH�RI�WKHVH� RWKHU� YDULDEOHV��7KDW� LV�� LI� FHUWDLQ�YDULDEOHV�ZKLFK� DUH� DVVXPHG� WR� LQIOXHQFH�&('�DUH�NQRZQ�LQ�DGYDQFH��WKHQ�WKH�VDPSOH�PD\�EH�VHOHFWHG�RQ�D�EDVLV�ZKLFK�PD[LPLVHV�WKH�YDULDQFH�RI�WKHVH�YDULDEOHV��$V�GLVFXVVHG�LQ�&KDSWHU����DQG�VXEVHTXHQWO\�LQ�&KDSWHUV���DQG����D�QXPEHU�RI� NH\� FRUSRUDWH� FKDUDFWHULVWLFV�ZHUH� LGHQWLILHG� DV�EHLQJ� DVVRFLDWHG�ZLWK�YDULDWLRQV�RI�&('�DFURVV�ILUPV��7KUHH�VXFK�FKDUDFWHULVWLFV�DUH�UHOHYDQW�LQ�WKH�FRQWH[W�RI�WKH�SUHVHQW�VWXG\��YL]���VL]H�� LQGXVWU\� VHFWRU� DQG� FRXQWU\�� 9DULDQFH� LQ� WKH� VL]H� FKDUDFWHULVWLF� ZDV� DFKLHYHG� E\� WKH�VDPSOLQJ�SURFHGXUH�GHVFULEHG�DERYH��ZLWK�WKH�UHVXOWLQJ�VDPSOH�FRQWDLQLQJ�FRPSDQLHV�ZKLFK�GLIIHUHG� VLJQLILFDQWO\� LQ� WHUPV�RI� WKHLU� WRWDO� DVVHWV�� FDSLWDO� HPSOR\HG��SURILWV�DQG�QXPEHU�RI�HPSOR\HHV� �7DEOH� ������ 9DULDQFH� LQ� WKH� LQGXVWU\� VHFWRU� FKDUDFWHULVWLF� ZDV� DFKLHYHG E\�VHOHFWLQJ� FRPSDQLHV� IURP� D� QXPEHU� RI� GLIIHUHQW� LQGXVWU\� VHFWRUV�ZKLFK��D� SULRUL�� KDG� EHHQ�LGHQWLILHG� DV� EHLQJ� SHUFHLYHG� GLIIHUHQWO\� LQ� UHODWLRQ� WR� WKHLU� HQYLURQPHQWDO� LPSDFWV� �VHH�EHORZ���9DULDQFH� LQ� WKH�FRXQWU\�FKDUDFWHULVWLF�ZDV� OLPLWHG� IRU� WKH� UHDVRQV�H[SODLQHG�EHORZ��DOWKRXJK� VRPH� FRXQWU\� YDULDQFH� ZDV� SUHVHQW� E\� VSHFLILFDOO\� ELDVLQJ� WKH� VDPSOH� WR� LQFOXGH�FRPSDQLHV�IURP�QXPEHU�RI�GLIIHUHQW�FRXQWULHV�
7DEOH����6DPSOH�SRSXODWLRQ�����FRPSDQLHV��E\�VL]H��\HDU� ������)LUP�FKDUDFWHULVWLF +LJKHVW�YDOXH /RZHVW�YDOXH 0HDQ�YDOXH
7RWDO�DVVHWV��'0����V� ����������� ��������� ����������
&DSLWDO�HPSOR\HG��'0����V� ����������� ������� ����������
3URILW��(%,7���'0����V� ���������� ���������� ���������
1XPEHU�RI�HPSOR\HHV��XQLWV� ������� ��� ������
,QGXVWU\�VHFWRU�FRPSRVLWLRQ$Q�LQGXVWU\�FODVVLILFDWLRQ�V\VWHP�ZDV�GHYHORSHG�EDVHG�RQ�WKDW�SURYLGHG�LQ�7KH�7LPHV���������� �%DUURZ���������ZKLFK�FODVVLILHV�FRPSDQLHV�DFFRUGLQJ�WR�WKHLU�SULPDU\�ILHOG�RI�DFWLYLW\��EXW�ZLWK�DGDSWDWLRQV�XVLQJ�D�QXPEHU�RI�RWKHU�VRXUFHV��YL]���'HORLWWH�	�7RXFKH�0LOM¡��������*UD\�HW�DO�������F��81(3�,(��������'77,�� ,,6'�DQG�6XVWDLQ$ELOLW\�/WG����������*LYHQ�WKDW�ILUPV� RSHUDWH� LQ�PRUH� WKDQ�RQH� LQGXVWU\�� LW� LV� WKH�SULPDU\� LQGXVWULDO� FODVVLILFDWLRQ�EDVHG�RQ�7KH�7LPHV���������� WKDW�LV XVHG�LQ�WKH�VWXG\����%DVHG�RQ�WKLV�DGDSWHG�FODVVLILFDWLRQ�V\VWHP��HLJKW� LQGXVWU\� VHFWRUV� ZHUH� VHOHFWHG� ZKLFK� ZHUH� FODVVLILHG� DV� FRPSULVLQJ� IRXU�HQYLURQPHQWDOO\�VHQVLWLYH� �(6�� DQG� IRXU� OHVV� HQYLURQPHQWDOO\�VHQVLWLYH� �/(6�� VHFWRUV�� )RU�HDVH� RI� UHIHUHQFH�� WKHVH� HLJKW� VHFWRUV� DUH� QXPEHUHG� QXPHULFDOO\� IURP� �� WR� �� �7DEOH� ����EHORZ���$�PRUH�GHWDLOHG�GHVFULSWLRQ�RI�WKHVH�VHFWRUV�LV�SURYLGHG�DW�$SSHQGL[����WRJHWKHU�ZLWK�
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D�OLVW�RI�WKH�VHFWRUV�ZKLFK�ZHUH�H[FOXGHG��WKH�ODWWHU�FRPSULVLQJ�DOO�RWKHU�VHFWRUV�RWKHU�WKDQ�WKH�HLJKW�OLVWHG�DERYH�
7DEOH����6HOHFWHG�LQGXVWU\�VHFWRUV(QYLURQPHQWDOO\�VHQVLWLYH��(6� /HVV HQYLURQPHQWDOO\�VHQVLWLYH��/(6�

���&KHPLFDOV ���%DQNLQJ�DQG�LQVXUDQFH
���([WUDFWLYH ���&RQVXPHU�JRRGV
���0HFKDQLFDO�(QJLQHHULQJ�DQG�0HWDOOXUJ\ ���7UDYHO��WRXULVP�DQG�WUDQVSRUW�VHUYLFHV
���(QHUJ\�XWLOLWLHV ���5HWDLO�DQG�OHLVXUH

7KH�SULQFLSDO� UDWLRQDOH� IRU�FKRRVLQJ� WKHVH�HLJKW�VHFWRUV� LV� WKDW� LQGXVWU\�VHFWRU� LV�D�VHHQ�DV�D�VLJQLILFDQW� LVVXH� LQ� WKH� FRQWH[W� RI� HQYLURQPHQWDO� GLVFORVXUH�� 3XW� VLPSO\�� SULRU� UHVHDUFK� KDV�VKRZQ� LQGXVWU\� VHFWRU� WR� EH� D� VLJQLILFDQW� ILUP� FKDUDFWHULVWLF� ZKHQ� VHHNLQJ� WR� H[SODLQ� RU�SUHGLFW�YDULDWLRQV�RI�&('�DFURVV�ILUPV��VHH�&KDSWHU�����+HQFH��WKH�YDULDQFH�DVVRFLDWHG�ZLWK�LQGXVWU\� VHFWRU� PD\� EH� PD[LPLVHG� E\� VHOHFWLQJ� VDPSOHV� ZKLFK� LQFOXGH� ERWK (6� DQG� /(6�FRPSDQLHV�� ,Q� SUDFWLFH�� WKLV� UHTXLUHV� VRPH� D� SULRUL FODVVLILFDWLRQ� RI� LQGXVWU\� VHFWRUV� DV�EHWZHHQ� (6� �RU�� PRUH� FUXGHO\�� µGLUW\¶�� LQGXVWULHV� DQG� /(6� �RU�� PRUH� FUXGHO\�� µFOHDQ¶��LQGXVWULHV� �VHH�� IRU� H[DPSOH�� 81(3� ,(�� ������� ,PSRUWDQWO\�� WKH� NH\� LVVXH� KHUH� LV� QRW� WKH�GHJUHH�WR�ZKLFK�RQH�LQGXVWU\�LV�VHHQ�DV�PRUH�HQYLURQPHQWDOO\�VHQVLWLYH�FRPSDUHG�WR�DQRWKHU�EDVHG�RQ�FHUWDLQ�µREMHFWLYH¶��H�J��SROOXWLRQ��FULWHULD��DOWKRXJK�WKH�ODWWHU�LV�UHOHYDQW�LQ�WHUPV�RI�KRZ� LW� LQIOXHQFHV� EHKDYLRXU����� 5DWKHU�� LW� LV� WKH� SHUFHSWLRQ DPRQJVW� VRFLHW\�� WKURXJK� WKH�DFWLYLWLHV�RI� FHUWDLQ� LQWHUHVW� JURXSV�ZKLFK� LV� VHHQ� DV�JLYLQJ� ULVH� WR� FKDOOHQJHV� WR� D�EXVLQHVV�RUJDQL]DWLRQ¶V�VRYHUHLJQW\��ZKHWKHU�LQ�WKH�FRQWH[W�RI�OHJDO��HFRQRPLF�UHODWLRQVKLSV��DV�XQGHU�($7��� VRFLR�HFRQRPLF� �DV�XQGHU�067��� RU� VRFLR�SROLWLFDO� �DV�XQGHU�2/7�� UHODWLRQVKLSV��$V�VXFK�� LQ� WKH� FRQWH[W� RI� &('�� LW� LV� WKH�SRVWXUHV RI� GLIIHUHQW� LQGXVWU\� VHFWRUV� LQ� UHODWLRQ� WR�HQYLURQPHQWDO�LVVXHV�ZKLFK�DUH�VHHQ�DV�LPSRUWDQW�7KHUH�DUH�D�SULRUL JURXQGV�IRU�EHOLHYLQJ�WKDW VHFWRUV���WR���ZLOO�KDYH�GLIIHUHQW�SRVWXUHV�IURP�VHFWRUV� �� WR� �� LQ� UHODWLRQ� WR� WKH� QDWXUDO� HQYLURQPHQW�� ([WUDFWLYH� FRPSDQLHV�� QRWDEO\� WKRVH�LQYROYHG�LQ�RLO�DQG�JDV�H[SORUDWLRQ�DQG�UHILQLQJ��H[WUDFW�D�QRQ�UHQHZDEOH�UHVRXUFH�DQG�UHILQH�LW�LQWR�D�IXHO�ZKLFK�JHQHUDWHV�HQYLURQPHQWDOO\�VHQVLWLYH�VXEVWDQFHV�VXFK�DV�JUHHQKRXVH�JDVHV��DJJUHJDWHV� FRPSDQLHV� DUH� LQYROYHG� LQ� WKH� FRQVXPSWLRQ� RI� ODUJH� TXDQWLWLHV� RI� SULPDU\�UHVRXUFHV� H[WUDFWHG� IURP� WKH� JURXQG� IRU� WKH� SURGXFWLRQ� RI� FHPHQW� DQG� FHPHQWLWLRXV�UHODWHG�SURGXFWV�IURP�WKH�VRXUFHG�LQWHUPHGLDWHV��FKHPLFDO�FRPSDQLHV�DOVR�FRQVXPH�ODUJH�TXDQWLWLHV�RI� QRQ�UHQHZDEOH� LQWHUPHGLDWHV� DQG� DUH� LQYROYHG� LQ� WKH� SURGXFWLRQ� RI� SURGXFWV� VXFK� DV�DJURFKHPLFDOV��RUJDQLF�VROYHQWV��JDVHV��HWF��WKDW�KDYH�SHUFHLYHG��DQG�GHPRQVWUDEOH��SROOXWLQJ�HIIHFWV� �&DPSEHOO�� ������� 7KHUH� LV� DOVR� FRQVLGHUDEOH� GLVFXVVLRQ� RI� LQGXVWU\� HQYLURQPHQWDO�VHQVLWLYLW\� LQ� SULRU� &65� UHVHDUFK� �VHH�� IRU� H[DPSOH�� &KDVWDLQ�� ������ &RZHQ�HW� DO��� ������'LHUNHV� DQG� 3UHVWRQ�� ������ )UHHGPDQ� DQG� -DJJL�� ������ *LEVRQ� DQG� 2¶'RQRYDQ�� ������+DFNVWRQ�DQG�0LOQH��������1LVNDOD�DQG�3UHWHV��������3DWWHQ��������������5REHUWV��5����������&KDVWDLQ� �������� LQ� RQH� RI� WKH� HDUOLHU� UHIHUHQFHV� WR� SROOXWLQJ� LQGXVWULHV�� GHVFULEHV� WKH�FKHPLFDOV�� HQHUJ\�� IRUHVWU\� DQG� SDFNDJLQJ�� DQG� XWLOLWLHV� LQGXVWULHV� DV� EHLQJ� DPRQJVW� WKH�
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µKHDYLHU� SROOXWLQJ¶� VHFWRUV�� 'LHUNHV� DQG� 3UHVWRQ� ������� FRQWHQG� WKDW� WKH� DFWLYLWLHV� RI� WKH�RUJDQL]DWLRQ� LWVHOI� DUH� RQH� RI� WKH� IDFWRUV� ZKLFK� GLVWLQJXLVK� µFOHDQ¶� LQGXVWULHV� IURP� µGLUW\¶�LQGXVWULHV���� 2Q� WKLV� EDVLV�� FRPSDQLHV� ZKRVH� DFWLYLWLHV� PRGLI\� WKH� HQYLURQPHQW�� VXFK� DV�H[WUDFWLYH�LQGXVWULHV��H�J��RSHQ�FDVW�PLQLQJ��ZHUH�VHHQ�DV�µGLUW\¶��+DFNVWRQ�DQG�0LOQH��������GLVWLQJXLVK�D� µGLUW\¶� LQGXVWU\� IURP�D� µFOHDQ¶� LQGXVWU\�E\�VXJJHVWLQJ� WKDW�D� µGLUW\¶� LQGXVWU\� LV�RQH� ZKLFK� FUHDWHV� HQYLURQPHQWDO� SUREOHPV�� LQFOXGLQJ� SROOXWLRQ�� UHVRXUFH� GHSOHWLRQ� DQG�ZDVWH�� *LEVRQ� DQG� 2¶'RQRYDQ� ������� VHOHFWHG� LQGXVWU\� VHFWRUV� EDVHG� RQ� HYLGHQFH� ZKLFK�VXJJHVWHG�WKDW�VRFLDO�SHUFHSWLRQV RI�FRPSDQLHV�RSHUDWLQJ�LQ�WKHVH�LQGXVWULHV�PHDQW�WKDW�VXFK�FRPSDQLHV�ZHUH�OLNHO\�WR�EH�FRQVLGHUHG�µGLUW\¶�RU�HQYLURQPHQWDOO\�GDPDJLQJ�2WKHU� OLWHUDWXUH�DOVR�VXSSRUWV� WKH�GLFKRWRPRXV�FODVVLILFDWLRQ�RI� WKH�HLJKW� LQGXVWU\�VHFWRUV�DV�EHWZHHQ�(6�DQG�/(6�EDVHG�XSRQ�SHUFHLYHG�VHQVLWLYLW\� WR�HQYLURQPHQWDO� LVVXHV��7KH�8QLWHG�1DWLRQV� :RUOG� &RPPLVVLRQ� RQ� (QYLURQPHQW� DQG� 'HYHORSPHQW� LQ� LWV� VHPLQDO� UHSRUW�2XU�&RPPRQ� )XWXUH� �81:&('�� ������� LGHQWLILHG� WKH� PRVW� SROOXWLQJ� LQGXVWULHV� DV� EHLQJ�FKHPLFDOV��XWLOLWLHV��SXOS�DQG�SDSHU�DQG�PHWDOV��(ONLQJWRQ��������DVVHUWV�WKDW�VWDNHKROGHUV�DQG�HQYLURQPHQWDOLVWV� LQ� SDUWLFXODU� YLHZ� FHUWDLQ� LQGXVWU\� JURXSLQJV�� LQFOXGLQJ� FKHPLFDOV�� SDSHU�DQG�SDFNDJLQJ��HQJLQHHULQJ��PLQLQJ��RLO�DQG�JDV��VROLG�IXHOV��DV�EHLQJ�DPRQJVW�WKH�PRVW�OLNHO\�WR�KDYH�D�GHWULPHQWDO�LPSDFW�RQ�WKH�HQYLURQPHQW��1HYHUWKHOHVV��FODVVLILFDWLRQV�RI�WKLV�QDWXUH�DUH��WR�DQ�H[WHQW��VXEMHFWLYH�DQG�DG�KRF �+DFNVWRQ�DQG�0LOQH�����������,W�LV�DOVR�WKH�FDVH�WKDW�FHUWDLQ�JURXSV�ZLWKLQ�VRFLHW\��VXFK�DV�(1*2V��PD\�QRW�SHUFHLYH�WKH�GLVWLQFWLRQ�EHWZHHQ�(6�DQG�/(6�DV�PHDQLQJIXO��)LUVWO\�� DOO� ODUJH�� WUDQVQDWLRQDO�FRPSDQLHV� �71&V��DUH��E\�YLUWXH�RI�WKH� VFDOH� DQG� JOREDO� RSHUDWLRQV�� HQYLURQPHQWDOO\�LQWHQVLYH� UHODWLYH� WR� VPDOO� DQG� PHGLXP�VL]HG�FRPSDQLHV�DQG�JHQHUDWH�VLJQLILFDQW�HQYLURQPHQWDO�LPSDFWV�LQ�WKH�FRXUVH�RI�WKHLU�URXWLQH�RSHUDWLRQV� �'LHUNHV� DQG� 3UHVWRQ�� ������ 5REHUWV�� ������� 6HFRQGO\�� WKH� LQGLUHFW DFWLYLWLHV� RI�FHUWDLQ�LQGXVWU\�VHFWRUV��VXFK�DV�WKH�LQYHVWPHQW�SROLFLHV�RI�EDQNLQJ�DQG�LQVXUDQFH�FRPSDQLHV��PD\�EH�SHUFHLYHG�DV�HTXDOO\�HQYLURQPHQWDOO\�VHQVLWLYH�LQ�FRPSDULVRQ�WR�WKH�GLUHFW LPSDFWV�RI�FRPSDQLHV� LQ� KLJK� SURILOH�� SROOXWLQJ� LQGXVWULHV���� 7KH� H[WHQW� WR� ZKLFK� VXFK� YLHZV� DUH�UHSUHVHQWDWLYH� RI� WKH� YLHZV� RI� VRFLHW\� DV� D�ZKROH� LV�� KRZHYHU�� XQFOHDU� VXFK� WKDW� SUHYDLOLQJ�VRFLHWDO�RSLQLRQ�RQ�ZKDW�LV�DQG�ZKDW�LV�QRW�DQ�HQYLURQPHQWDOO\�VHQVLWLYH�LQGXVWU\�LV�OLNHO\�WR�EH� LQIOXHQFHG� E\� RWKHU� VRXUFHV�� LQFOXGLQJ� WKH�PHGLD�� 7KH� DSSURDFK� DGRSWHG� LQ� WKH� SUHVHQW�VWXG\� KDV� WKHUHIRUH� EHHQ� WR� XVH� DQ�D� SULRUL FODVVLILFDWLRQ� RI� LQGXVWULDO� VHFWRUV� EDVHG� RQ� D�UHYLHZ�RI�WKH�OLWHUDWXUH�UHIHUUHG�WR�DERYH��EXW�WR�FRPSDUH�WKLV�ZLWK�WKH�YLHZV�RI�ERWK�(1*2V�DQG�WKH�PDQDJHPHQW�RI�WKH�VDPSOH�FRPSDQLHV�WKHPVHOYHV��VHH�6HFWLRQ������EHORZ��
&RXQWU\�FRPSRVLWLRQ7KHUH�LV�DOVR�LQFUHDVLQJ�HYLGHQFH�ZKLFK�VXJJHVWV�WKDW�&65�LV�LQIOXHQFHG�E\�WKH�KRPH�FRXQWU\�RI� WKH� UHSRUWLQJ� HQWLW\� �VHH�� IRU� H[DPSOH��$GDPV� HW� DO��� ����E�� ������$]]RQH�HW� DO��� ������)HNUDW�HW�DO���������*DPEOH�HW�DO���������*XWKULH�DQG�3DUNHU��������+LEELWW�DQG�8UVHP��������5REHUWV�� ������ 7HRK� DQG� 7KRQJ�� ������� 1RWZLWKVWDQGLQJ� WKH� IDFW� WKDW� WKH� H[LVWHQFH� RI�SXWDWLYH� UHODWLRQVKLSV� EHWZHHQ� GLVFORVXUH� DQG� FRUSRUDWH� FKDUDFWHULVWLFV� KDV� \HW� WR� EH�GHPRQVWUDWHG�WR�H[LVW�FRQVLVWHQWO\�DFURVV�GLIIHUHQW�FRXQWULHV��*UD\�HW�DO����������LQWHUQDWLRQDO�FURVV�FRXQWU\� ORQJLWXGLQDO� VWXGLHV� UHPDLQ� D� IHUWLOH� DUHD� IRU� &65� UHVHDUFKHUV�� +HQFH�� D�GHFLVLRQ�ZDV�WDNHQ�WR�LQFOXGH�FRPSDQLHV�IURP�D�QXPEHU�RI�GLIIHUHQW�(XURSHDQ�FRPSDQLHV�LQ�WKH� VWXG\��7KLV�GHFLVLRQ�ZDV� LQIOXHQFHG�E\�D�QXPEHU�RI� IDFWRUV�� VRPH� WKHRUHWLFDO�DQG�VRPH�SUDFWLFDO����)URP�D�WKHRUHWLFDO�SHUVSHFWLYH��PD[LPLVDWLRQ�RI�YDULDQFH�GXH�WR�KRPH�FRXQWU\�LV�OLNHO\� WR� EH� DFKLHYHG� E\� PD[LPLVLQJ� WKH� QXPEHU� RI� FRXQWULHV� LQ� WKH� VWXG\�� 6LPLODUO\�� LQ�
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UHODWLRQ� WR� WKH� ORQJLWXGLQDO� DVSHFW�� WKH� PRUH� (XURSHDQ� FRXQWULHV� WKDW� FDQ� EH� LQFOXGHG�� WKH�PRUH� UHSUHVHQWDWLYH� WKH� UHVXOWV�ZLOO� EH� RI� WUHQGV� LQ�(XURSH� DV� D�ZKROH�� 6HFRQGO\�KRZHYHU��IURP�D�SUDFWLFDO�SRLQW�RI�YLHZ��VRPH�(XURSHDQ�FRXQWULHV�DUH�VLPSO\�WRR�VPDOO�WR�LQFOXGH�RQ�WKHLU�RZQ�EHFDXVH�WKHLU�LQGXVWULHV�KDYH�IHZHU�RI�WKH�ODUJH��PXOWLQDWLRQDO�FRPSDQLHV�DQG�KHQFH�GR� QRW� FRQWDLQ� VXIILFLHQW� HQWULHV� LQ� 7KH� 7LPHV� ������� 7KXV�� LQ� WKH� FDVH� RI� WKH� %HQHOX[�FRXQWULHV��LW�ZDV�GHFLGHG�WR�WUHDW�WKHVH�DV�RQH�JHRJUDSKLFDO�UHJLRQ��7KLUGO\��WKHUH�LV�WKH�LVVXH�RI�ODQJXDJH��DQ�REYLRXV�RQH�LQ�WKH�FRQWH[W�RI�(XURSHDQ�VWXGLHV�DQG�RQH�ZKLFK�KDV�\HW�WR�EH�IXOO\�DFNQRZOHGJHG�LQ�SDQ�(XURSHDQ�&65�VXUYH\V��$V�QRWHG�E\�*UD\�HW�DO���������ODQJXDJH�UHSUHVHQWV�D�EDUULHU�WR�WKRVH�ZRUNLQJ�RQO\�LQ�WKH�(QJOLVK�ODQJXDJH�JLYHQ�WKDW�VXFK�VXUYH\V�DUH�UHVWULFWHG�WR�FRPSDQLHV�ZKR�UHSRUW�LQ�WKH�(QJOLVK�ODQJXDJH��WKHUHE\�LQWURGXFLQJ�DQ�HOHPHQW�RI�ELDV� LQWR� DQ\� UHVXOWLQJ� VDPSOH� �DV� LQ� WKH� FDVH� RI� $GDPV� HW� DO��� ������� 7KH� LQFOXVLRQ� RI�VRXWKHUQ� (XURSHDQ� FRXQWULHV� �,WDO\�� 6SDLQ�� 3RUWXJDO� DQG�� WR� D� OHVVHU� H[WHQW�� )UDQFH�� IRU�H[DPSOH�� SUHVHQWV� D� SUREOHP� EHFDXVH� WKHUH� LV� OHVV� OLNHOLKRRG� RI� WKHVH� FRXQWULHV� SURGXFLQJ�DQQXDO�UHSRUWV�LQ�(QJOLVK��'XWFK�DQG�RU�*HUPDQ��WKHVH�EHLQJ�WKH�SULQFLSDO�FKRVHQ�ODQJXDJHV�RI�WKH�SUHVHQW�VWXG\��LQ�FRPSDULVRQ�WR�QRUWKHUQ�(XURSHDQ�FRXQWULHV��VHH�EHORZ���7DNLQJ� LQWR� DFFRXQW� WKH� LVVXHV� GHVFULEHG� DERYH�� ILYH� JHRJUDSKLFDO� UHJLRQV� ZHUH� LQLWLDOO\�DGRSWHG� IRU� LQFOXVLRQ� LQ� WKH� VWXG\�� YL]��� %HQHOX[� �L�H�� %HOJLXP�� /X[HPERXUJ� DQG� WKH�1HWKHUODQGV���*HUPDQ\��1RUGLF��L�H��'HQPDUN��)LQODQG���1RUZD\�DQG�6ZHGHQ���6ZLW]HUODQG��DQG� WKH� 8.�� 7KHVH� UHJLRQV� ZHUH� EHOLHYHG� WR� EH� VXIILFLHQWO\� GLIIHUHQW� IURP� RQH� DQRWKHU��HFRQRPLFDOO\� DQG� VRFLR�SROLWLFDOO\�� WR� EULQJ� RXW� DQ\� FURVV�FRXQWU\� YDULDWLRQV� LQ� VWDWLVWLFDO�WHVWV�RI�DVVRFLDWLRQ��+RZHYHU��DV�QRWHG�DERYH��GXH�WR�WLPH�DQG�ODERXU�FRQVWUDLQWV��DOO�EXW�WKH�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�ZHUH�H[FOXGHG�IURP�WKH�FRQWHQW�DQDO\VLV�SDUW�RI� WKH�VWXG\��7KXV�� WKH� SUHVHQW� VWXG\� LV� UHVWULFWHG� WR� DQ� H[DPLQDWLRQ� RI� &('� LQ� WKH� IRXU� FRXQWULHV� RI�%HOJLXP��*HUPDQ\��/X[HPERXUJ�DQG�WKH�1HWKHUODQGV��7KHVH�FRXQWULHV�DUH�QRW�RQO\�LQ�FORVH�JHRJUDSKLF� SUR[LPLW\� WR� RQH� DQRWKHU� EXW� DOVR� HFRQRPLFDOO\� YHU\ VLPLODU�� KDYLQJ� WLHG� WKHLU�QDWLRQDO�FXUUHQFLHV�WR�WKH�*HUPDQ�PDUN�SULRU�WR WKH�DGRSWLRQ�RI�WKH�(XUR��¼��DV�DQ�HOHFWURQLF�FXUUHQF\�RQ���-DQXDU\������DQG�DV�RIILFLDO�OHJDO�WHQGHU�RQ���-DQXDU\�������$V�VXFK��%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�DUH� OLNHO\� WR�EH� LQIOXHQFHG�E\�VRPH�FRPPRQ�IDFWRUV��$GDPV�HW�DO���������*UD\�HW�DO����������+RZHYHU��QRWZLWKVWDQGLQJ�WKHVH�JHR�SROLWLFDO�DQG�PDFUR�HFRQRPLF�VLPLODULWLHV��SULRU�UHVHDUFK�KDV�LGHQWLILHG�VRPH�QRWDEOH�GLIIHUHQFHV�DFURVV�(XURSHDQ�FRXQWULHV��SDUWLFXODUO\� LQ� WHUPV� RI� DFFRXQWLQJ� V\VWHPV�� EDQNLQJ� DQG� ILQDQFH� V\VWHPV�� JRYHUQPHQW� DQG�OHJLVODWLYH V\VWHPV�� NH\� HFRQRPLF� VHFWRUV�� VRFLDO� DQG� SROLWLFDO� IDFWRUV�� FXOWXUH�� WKH� UROH� DQG�UHVSRQVLELOLWLHV� RI� EXVLQHVV� LQ� VRFLHW\�� WKH� UHVROXWLRQ� RI� FRQIOLFW� DQG� WKH� LQIOXHQFH�RI� VRFLDO�DQG� HQYLURQPHQWDO� SUHVVXUH� JURXSV� �VHH�� IRU� H[DPSOH�� %URFNKRII�� ������ +HQGHUVRQ�� ������+RIVWHGH��������������.HDWLQJ��������1REHV�DQG�3DUNHU��������5LFKDUGVRQ��������6FKUHXGHU��������������7XFNHU���������+HQFH��DOWKRXJK�WKH�QXPEHU�RI�FRXQWULHV�LQFOXGHG�LQ�WKH�VWXG\�LV�OHVV� WKDQ�ZDV�RULJLQDOO\� LQWHQGHG�� WKHVH�YDULRXV�FRXQWU\�VSHFLILF�FXOWXUDO�DQG�VRFLR�SROLWLFDO�GLIIHUHQFHV� DUH� DVVXPHG� WR� EH� VWURQJ� HQRXJK� DV� WR� FUHDWH� YDULDWLRQV� LQ� FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH�SUDFWLFHV�DFURVV�WKH�VDPSOH���
���� 6DPSOH�SHULRG3ULRU�&65�UHVHDUFK�KDV�KLJKOLJKWHG�WKH�QHHG�IRU�DQG�YDOXH�RI�ORQJLWXGLQDO VWXGLHV��L�H��PXOWL�SHULRG�VWXGLHV�FRYHULQJ�DW�OHDVW�WKUHH��SUHIHUDEO\��FRQVHFXWLYH�\HDUV��VHH��IRU�H[DPSOH��&RZHQ�HW� DO��� ������ 'HHJDQ� DQG� *RUGRQ�� ������ *UD\�HW� DO��� ����E�� *XWKULH� DQG�0DWKHZV�� ������
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*XWKULH�DQG�3DUNHU��������������0DWKHZV��������1HLPDUN��������2¶'Z\HU�DQG�*UD\��������7LQNHU�DQG�1HLPDUN���������6XFK�VWXGLHV�DUH�VHHQ�DV�LPSRUWDQW�LQ�WKH�FRQWH[W�RI�&65�EHFDXVH�WKH\� SURYLGH� DQ� RSSRUWXQLW\� WR� GUDZ� RXW� WUHQGV� LQ� &65� RYHU� WLPH� E\� WUDFLQJ� WKH� VDPH�FRPSDQ\� RU� FRPSDQLHV� ORQJLWXGLQDOO\�� DQG� WR� FRPPHQW� RQ� WKRVH� WUHQGV� IURP� GLIIHUHQW�WKHRUHWLFDO� SHUVSHFWLYHV�� 0RUHRYHU�� VXFK� WUHQGV� DUH� QRW� QHFHVVDULO\� HYLGHQW� IURP� FURVV�VHFWLRQDO�� VLQJOH�SHULRG�VWXGLHV�ZKLFK�VHDUFK�IRU�SXWDWLYH�DVVRFLDWLRQV�EHWZHHQ� WZR�RU�PRUH�YDULDEOHV��$V�QRWHG� LQ�&KDSWHU����RQH�RI� WKH�REMHFWLYHV�RI� WKH�SUHVHQW�VWXG\� LV� WR�EH�DEOH� WR�SHUIRUP� ORQJLWXGLQDO�DQDO\VLV� IRU� WKH�SXUSRVHV�RI�FRPPHQWLQJ�RQ�DQG� LQWHUSUHWLQJ� WUHQGV� LQ�&('�E\�ODUJH�(XURSHDQ�FRPSDQLHV�RYHU�WLPH��7KLV�WKHQ�UDLVHV�WKH�TXHVWLRQ�RI�ZKDW�\HDUV�WR�LQFOXGH��3ULRU�UHVHDUFK VXJJHVWV�WKDW�WKH�SHULRG�FKRVHQ�VKRXOG�EH�GHWHUPLQHG�E\�UHIHUHQFH�WR�WKH�RYHUDOO�REMHFWLYHV�RI�WKH�VWXG\�RU�WKH�WKHRUHWLFDO�LQVLJKWV�ZKLFK�WKH�VWXG\�VHHNV�WR�GHYHORS��*UD\� HW� DO�� �����E�� F��� IRU� H[DPSOH�� LQ� HPSOR\LQJ� D� SROLWLFDO� HFRQRP\� RI� DFFRXQWLQJ�SHUVSHFWLYH�� GUDZ� WKHLU� ORQJLWXGLQDO� 8.� VDPSOH� IURP� ����� RQZDUGV� RQ� WKH� EDVLV� RI� WKH�K\SRWKHVLV�WKDW�WKH�\HDUV�RI�WKH�7KDWFKHU�JRYHUQPHQWV�LQ�WKH�8.�������WR�������ZRXOG�OHDG�WR�D�VLJQLILFDQW�FKDQJH�LQ�RUJDQL]DWLRQ�VRFLHW\�UHODWLRQVKLSV�JLYHQ�WKH�SROLWLFDO�DJHQGD�RI�WKH�7KDWFKHU�JRYHUQPHQWV��ZLWK�WKHLU�IRFXV�RQ�UROOLQJ�EDFN�WKH�6WDWH��SULYDWLVDWLRQ�RI�WKH�SXEOLF�VHFWRU��D�SULYDWH�HQWHUSULVH�FXOWXUH��HWF����6LPLODUO\��'HHJDQ�DQG�*RUGRQ��������DQG�&DPSEHOO�������� FKRVH� WR� ORRN� DW� SHULRGV� GXULQJ� ZKLFK� WKHUH� KDYH� EHHQ� REVHUYDEOH� FKDQJHV� LQ� WKH�YDOXHV�� WUDGLWLRQV� DQG� QRUPV� RI� VRFLHW\� DV� UHSUHVHQWHG� E\� WKH� FKDQJHG� PHPEHUVKLS� RI�HQYLURQPHQWDO�JURXSV�GXULQJ�WKH�����V��,Q�WKH�VSHFLILF�FRQWH[W�RI�&('��LI�WKH�JRDO�LV�WR�IRFXV�RQ�WUHQGV�RYHU�WLPH�WKHQ�DQ�DUJXPHQW�FDQ�EH�PDGH�IRU�VHOHFWLQJ�D�SHULRG�GXULQJ�ZKLFK� WKRVH� WUHQGV�DUH� OLNHO\�WR�EH�PRVW�HYLGHQW��QRW� OHDVW� EHFDXVH� WKLV� SURYLGHV� D� PRUH� LQWHUHVWLQJ� EDFNGURS� DJDLQVW� ZKLFK� WR� H[SORUH� WKH�UHDVRQV�IRU�VXFK�WUHQGV��)URP�WKLV�SHUVSHFWLYH��WKH�\HDU������LV�VHHQ�DV�SLYRWDO�JLYHQ�WKDW�WKLV�PDUNV� WKH�EHJLQQLQJ�RI� WKH�HQYLURQPHQWDO�PRYHPHQW�RI� WKH�ODWH�����V��VHH�&KDSWHU����DQG��E\�H[WHQVLRQ��PXFK�RI�WKH�UHVXUJHQW�LQWHUHVW�LQ�FRUSRUDWH�HQYLURQPHQWDO��DV�ZHOO�DV�VRFLDO�DQG�VXVWDLQDELOLW\��UHSRUWLQJ�ZKLFK�KDV�IROORZHG��VHH�&KDSWHU�����(ONLQJWRQ���������IRU�H[DPSOH��PDUNV� ����� DV� WKH� VWDUW� RI� D� QHZ� WUHQG� LQ� FRUSRUDWH� HQYLURQPHQWDO� UHSRUWLQJ�� (PSLULFDO�HYLGHQFH�ZRXOG� DOVR� VHHP� WR� VXSSRUW� WKH�YLHZ� WKDW� WKHUH�ZDV� D� VWHS�FKDQJH� LQ� WKH� OHYHO� RI�&('�SRVW������ �VHH�� IRU�H[DPSOH��&DPSEHOO��������*UD\�HW�DO�������F��+LEELWW�DQG�8UVHP��������� 7KH� SLORW� VWXG\� �+LEELWW� DQG�8UVHP�� ������ FDUULHG� RXW� IRU� D� VDPSOH� RI� ���8.� DQG�'XWFK�FRPSDQLHV¶�DQQXDO�UHSRUWV�RYHU�WKH�SHULRG������WR������UHYHDOHG�WKDW�WKH�SHUFHQWDJH�RI�FRPSDQLHV� GLVFORVLQJ� &('� URVH� VKDUSO\� EHWZHHQ� ����� DQG� ����� ZLWK� DOO� ��� FRPSDQLHV�GLVFORVLQJ�RQ�&('�LQ�������0RUHRYHU�� WKH�DPRXQW�RI�&('�LQFUHDVHG�GUDPDWLFDOO\�GXULQJ�WKH�VL[�\HDU�SHULRG��7KLV�ZDV�WKH�DOVR�WKH�FDVH�IRU�ERWK�WKH�8.�DQG�WKH�1HWKHUODQGV�DV�ZHOO�DV�IRU�ERWK�WKH�µFOHDQ¶�DQG�µGLUW\¶�LQGXVWU\�FDWHJRULHV��+LEELWW�DQG�8UVHP���������7KH�SLORW�VWXG\�WKXV�SURYLGHG�VRPH�HYLGHQFH�WR�VXJJHVW�WKDW�LQWHUHVWLQJ�&('�GDWD�ZRXOG�UHVXOW�IURP�D�VWXG\�ZKLFK�IRFXVHG�XSRQ�D�VLPLODU� ORQJLWXGLQDO�SHULRG��6LPLODUO\��&DPSEHOO��������LQ�KLV�VWXG\�RI�VRFLDO�UHSRUWLQJ�E\�WKH�8.�UHWDLOHU�0DUNV�DQG�6SHQFHU�SOF�RYHU�WKH�SHULRG������WR������UHSRUWV�WKDW�WKH�ILUVW�H[SOLFLW�GLVFORVXUH�RQ�WKH�HQYLURQPHQWDO�EHKDYLRXU�RI�WKH�FRPSDQ\�ZDV�LQ�������7KH�SHULRG�IURP������DOVR�RIIHUV�DQ�RSSRUWXQLW\�WR�H[DPLQH�FKDQJHV�LQ�WKH�OHYHOV�RI�&('�GXULQJ�D� SHULRG� ZKHQ� FRUSRUDWLRQV� ZHUH� KDYLQJ� WR� GHDO� ZLWK� JURZLQJ� SXEOLF� DZDUHQHVV� RI�HQYLURQPHQWDO� LVVXHV� DQG�D�JURZLQJ�DUUD\�RI� UHJXODWRU\� UHTXLUHPHQWV� �:DOGHQ�DQG�6FKXOW]��������� 3RVW� ������� DUJXHV� WKDW� IURP� WKLV� WLPH� RQ�� FRUSRUDWLRQV FRXOG� QR� ORQJHU� LJQRUH�HQYLURQPHQWDO�LVVXHV�DQG�WKDW�EXVLQHVVHV�KDG�WR�EH�PDQDJHG�DV�LI�WKH�HQYLURQPHQW�PDWWHUHG��
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7KH� VLJQLILFDQW� LQFUHDVH� LQ� &('� DFURVV� WKH� ERDUG� DIWHU� ����� KDV� DOVR� EHHQ� OLQNHG� WR� WKH�ZRUOGZLGH� DWWHQWLRQ� JLYHQ� WR� FRUSRUDWH� HQYLURQPHQWDO� EHKDYLRXU� DV� D� UHVXOW� RI� WKH�([[RQ9DOGH] RLO�VSLOO�LQ�$ODVND�6RXQG�LQ�0DUFK�������3DWWHQ��������:DOGHQ�DQG�6FKZDUW]��������DQG�WR�WKH�&RGH�,VODQG�FKHPLFDO�H[SORVLRQ�QHDU�0HOERXUQH�LQ�������*LEVRQ�DQG�2¶'RQRYDQ���������%DVHG�RQ�WKH�UHVXOWV�RI�WKH�SLORW�VWXG\�DQG�WKH�SULRU�UHVHDUFK�UHIHUUHG�WR�DERYH�������ZDV�FKRVHQ�DV�WKH�EDVLV�\HDU��([WHQGLQJ�WKH�SHULRG�RI�WKH�VWXG\�DV�IDU�IRUZDUG�DV�SRVVLEOH�WR�SURYLGH�WKH�PD[LPXP�QXPEHU�RI�\HDUV�UHVXOWHG�LQ�VHOHFWLQJ�D�VHYHQ�\HDU�SHULRG�IURP������WR��������
���� 5HTXHVWV�IRU�FRPSDQ\�UHSRUWV+DYLQJ�LGHQWLILHG�WKH�VDPSOH�FRPSDQLHV�DQG�WKH�VDPSOH�SHULRG��WKH�QH[W�VWDJH�RI�WKH�SURMHFW�LQYROYHG� FRQWDFWLQJ� HDFK� FRPSDQ\� WR� REWDLQ� FRSLHV� RI� WKH� UHOHYDQW� UHSRUWV�� 7ZR� GHFLVLRQ�UXOHV�ZHUH�DGRSWHG�WR�DVVLVW�LQ�WKLV�WDVN��L� ODQJXDJHV ± FRPSDQLHV�ZHUH�UHTXHVWHG�WR�SURYLGH�FRSLHV�RI�WKHLU�UHSRUWV�LQ�RQH�RI�WKUHH�ODQJXDJHV�± 'XWFK��(QJOLVK�RU�*HUPDQ��ZLWK�D�SUHIHUHQFH�EHLQJ�H[SUHVVHG�IRU�UHSRUWV�LQ�(QJOLVK� �UHSRUWV� LQ� )UHQFK� ZHUH� DOVR� XVHG� ZKHUH� VXFK� UHSRUWV� ZHUH� QRW� DYDLODEOH� LQ�'XWFK��(QJOLVK�RU�*HUPDQ�����DQG��LL� FRPSOHWHQHVV ± FRPSDQLHV�ZHUH�LQFOXGHG�LQ�WKH�VWXG\�RQO\�LI�WKH\�ZHUH�DEOH�WR�SURYLGH�D� IXOO� FRPSOHPHQW� RI� UHSRUWV� IRU� HDFK� RI� WKH�\HDUV� IURP������ WR������� LQFOXVLYH�� ,I� D�UHSRUW� VXFK� DV� DQ� DQQXDO�� VRFLDO� RU� HQYLURQPHQW� UHSRUW� H[LVWHG� EXW� ZDV� HLWKHU� QRW�DYDLODEOH�LQ�RQH�RI�WKH�IRXU�ODQJXDJHV�UHIHUUHG�WR�DERYH��RU�ZDV�QR�ORQJHU�DYDLODEOH��WKH�FRPSDQ\�ZDV�H[FOXGHG�IURP�WKH�VWXG\�DQG�UHSODFHG�E\�DQRWKHU�FRPSDQ\�IURP�WKH�VDPH�FRXQWU\�DQG�LQGXVWU\�XVLQJ�WKH�UDNLQJV�SURYLGHG�LQ�7KH�7LPHV�����������,WHP� �L�� DERYH� ZDV� DGGUHVVHG� SUHYLRXVO\� DW� 6HFWLRQ� ����� DERYH�� ,Q� UHODWLRQ� WR� LWHP� �LL���UHVHDUFK� SURWRFRO� UHTXLUHV� WKDW� D� FRPSDQ\�EH� H[FOXGHG� IURP� WKH� VDPSOH� LI� LW� LV� XQDEOH�� IRU�ZKDWHYHU� UHDVRQ�� WR� VXSSO\� DOO� WKH� UHOHYDQW� GRFXPHQWV� IRU� WKH� \HDUV� ����� WR� ������ 7KLV�SURFHGXUH� LV� SUREOHPDWLF� LQ� WKDW� WKH� UHVHDUFKHU�PXVW� NQRZ� LQ� DGYDQFH� WKH� WRWDO� QXPEHU� RI�UHSRUWV�D�FRPSDQ\�KDV�LVVXHG�ZKLFK�PHHW�WKH�FULWHULD�VHW�RXW�DERYH��6HFWLRQ�������:LWKRXW�WKLV�NQRZOHGJH��LW�LV�QRW�SRVVLEOH�WR�EH�FHUWDLQ�WKDW�DOO�WKH UHOHYDQW�GDWD�KDV�EHHQ�FDSWXUHG�DQG�WKXV�WKH�UHVHDUFK�FRXOG�EH�VHULRXVO\�FRPSURPLVHG��*UD\�HW�DO�������F��=pJKDO�DQG�$KPHG���������)RU�PRVW�VWXGLHV��JLYHQ�WKHLU�IRFXV�RQ�DQQXDO�UHSRUWV�RQO\��FRPSOHWHQHVV�LV�QRW�D�VHULRXV�LVVXH�VLQFH� LQ� PRVW� FDVHV� WKHVH� UHSRUWV� DUH� UHDGLO\� DYDLODEOH� HLWKHU� IURP� WKH� FRPSDQ\� RU� IURP�LQGHSHQGHQW�DUFKLYHV��+RZHYHU�� LQ� WKH�FRQWH[W�RI�WKH�SUHVHQW�VWXG\��FRPSOHWHQHVV�RI�UHSRUWV�DSSHDUHG��D�SULRUL� WR�EH�D�PXFK�PRUH�VLJQLILFDQW�LVVXH��7R�DGGUHVV�WKLV�LVVXH�WKUHH�GHFLVLRQ�UXOHV�ZHUH HPSOR\HG���D� VDPSOH� FRPSDQLHV� ZHUH� UHTXHVWHG� WR� LQGLFDWH� WKHLU� WRWDO� QXPEHU� RI� DQQXDO�� VRFLDO��HQYLURQPHQWDO�DQG�UHYLHZ�RI�WKH�\HDU�UHSRUWV�IRU�HDFK�RI�WKH�\HDUV������WR��������E� VLPXOWDQHRXVO\�� WKHVH� FRPSDQLHV� ZHUH� DOVR� DVNHG� WR� SURYLGH� FRSLHV� RI� WKHLU� DQQXDO�UHSRUWV��VRFLDO�UHSRUWV��HQYLURQPHQW�UHSRUWV�DQG�RWKHU�UHSRUWV�ZKLFK�PHHW�WKH�FULWHULD�VHW�LQ�6HFWLRQ�����RXW�DERYH� DQG��F� DOWHUQDWLYH� SURFHGXUHV� ZHUH� FDUULHG� RXW� ZKLFK� VHUYH� DV� LQGHSHQGHQW� FKHFNV� RQ�FRPSOHWHQHVV�� LQFOXGLQJ� UHYLHZLQJ� WKH� ILQDQFLDO�� HQYLURQPHQWDO�� VRFLDO� DQG� HPSOR\HH�UHSRUWLQJ� UHTXLUHPHQWV� LQ� HDFK� FRXQWU\� DQG� D� VFDQ� RI� UHOHYDQW� SXEOLFDWLRQV� DQG� RWKHU�
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VRXUFHV� WR� LGHQWLI\� FRPSDQLHV� ZKLFK� KDG� SXEOLVKHG� D� FRPSDQ\�ZLGH� HQYLURQPHQW�UHSRUW����)RU�WKH�SXUSRVHV�RI�LWHP��D��DERYH��D�SUR�IRUPD�UHSO\�IRUP�ZDV�GHVLJQHG�IRU�WKH�SXUSRVHV�RI�REWDLQLQJ� FRQILUPDWLRQ�RI� WKH� WRWDO� FRPSOHPHQW�RI� UHSRUWV� WKDW� KDG�EHHQ�SXEOLVKHG�E\� HDFK�VDPSOH�FRPSDQ\�IRU�HDFK�\HDU�RI�WKH�VWXG\��&RSLHV�RI�WKH�SUR�IRUPD�UHSO\�IRUP�ZHUH�VHQW�WR�WKH�H[WHUQDO�SXEOLF�UHODWLRQV�GHSDUWPHQW�RI�WKH����%HQHOX[�DQG�*HUPDQ�FRPSDQLHV��DV�ZHOO�DV�WKH� ���� 1RUGLF�� 6ZLVV� DQG� 8.� FRPSDQLHV�� LQ�0D\� ������ WRJHWKHU� ZLWK� D� FRYHULQJ� OHWWHU��ZULWWHQ� LQ� 'XWFK�� (QJOLVK�� )UHQFK� RU�*HUPDQ�� DV� DSSURSULDWH�� UHTXHVWLQJ� WKDW� WKH� FRPSDQ\�FRPSOHWH� DQG� UHWXUQ� WKH� IRUP� WRJHWKHU� ZLWK� FRSLHV� RI� WKH� UHOHYDQW� UHSRUWV�� $OWKRXJK� DOO�FRPSDQLHV� UHSOLHG� HYHQWXDOO\�� WKLV� ZRUN� ZDV� H[WUHPHO\� ODERULRXV� ZLWK� WKH� LQLWLDO� OHYHO� RI�UHVSRQVH�EHLQJ�VORZ�DQG�KDSKD]DUG���,Q�DFFRUGDQFH�ZLWK�WKH�GHFLVLRQ�UXOH�XQGHU�LWHP��LL��DERYH��FRPSDQLHV�ZKLFK�ZHUH�QRW�DEOH�WR�SURYLGH� FRSLHV� RI� DOO� WKH� UHTXLUHG� UHSRUWV� ZHUH� H[FOXGHG� IURP� WKH� VWXG\� DQG� UHSODFHG� E\�DQRWKHU� FRPSDQ\� LQ� DFFRUGDQFH�ZLWK� WKH� UHVHDUFK� SURWRFRO� GHVFULEHG� DERYH��$V� D� UHVXOW� RI�WKLV� UXOH�� WZR� %HQHOX[� FRPSDQLHV� DQG� VHYHQ� *HUPDQ� FRPSDQLHV� ZHUH� H[FOXGHG� IURP� WKH�VWXG\�� ,Q� HDFK� FDVH�� D� UHSODFHPHQW� FRPSDQ\�ZDV� VHOHFWHG�XVLQJ� WKH� VDPH� VHOHFWLRQ� FULWHULD��SURFHHGLQJ�GRZQ�7KH�7LPHV���������� UDQNLQJ�RI�(XURSHDQ�FRPSDQLHV�XQWLO�DQ�DSSURSULDWH�UHSODFHPHQW�ZDV�LGHQWLILHG����)XUWKHU�DQDO\VLV�RI�WKH�UHSRUWV�E\�LQGXVWU\�DQG�E\�\HDU�LV�JLYHQ�LQ�&KDSWHU����
���� &RPSDQ\�UHSRUWV�IRU�FRQWHQW�DQDO\VLV,Q�DFFRUGDQFH�ZLWK�WKH�UHVHDUFK�SURWRFRO�UHIHUUHG�WR�DERYH��IRU�WKH�VDPSOH�RI����%HQHOX[�DQG�*HUPDQ� FRPSDQLHV� WKH� WRWDO� QXPEHU� RI� UHSRUWV� REWDLQHG� IRU� FRQWHQW� DQDO\VLV� SXUSRVHV�ZDV��������7KH�PDNH�XS�RI�WKHVH�UHSRUWV�LV�VXPPDULVHG�LQ�7DEOHV�����DQG�����EHORZ��7KH�W\SH�DQG�QXPEHU� RI� UHSRUWV� RQ� D� FRPSDQ\�E\�FRPSDQ\� EDVLV� LV� JLYHQ� LQ� $SSHQGL[� ��� $� NH\�FKDUDFWHULVWLF� WR� EH� GLVFHUQHG� IURP� 7DEOH� ���� LV� D� VWURQJ� XSZDUG� WUHQG� LQ� WKH� QXPEHU� RI�UHSRUWV� SXEOLVKHG� E\� %HQHOX[� DQG�*HUPDQ� FRPSDQLHV� RYHU� WKH� SHULRG� IURP� ����� WR� ������ZLWK�WKH�WRWDO�QXPEHU�RI�SDJHV�LQ�WKHVH�UHSRUWV�LQFUHDVLQJ�IURP�������SDJHV�LQ������WR��������SDJHV�LQ�������D�ULVH�RI������SHU�FHQW�RYHU�WKH�SHULRG��*LYHQ�WKDW�HDFK�FRPSDQ\�SURGXFHV�DQ�DQQXDO�UHSRUW��WKH�QXPEHU�RI�DQQXDO�UHSRUWV�LV�FRQVWDQW�DOWKRXJK�LW�VKRXOG�EH�UHPHPEHUHG�WKDW�WKH�QXPEHU�RI�SDJHV�LQ�HDFK�UHSRUW�YDULHV��$V�VKRZQ�LQ�7DEOH������WKH�PHDQ�QXPEHU�RI�SDJHV�GHYRWHG�E\�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�WR�WKHLU�DQQXDO�UHSRUWV�JUHZ�VWHDGLO\�WKURXJKRXW�WKH�SHULRG�IURP�DQ�DYHUDJH�RI������SDJHV�LQ������WR������SDJHV�LQ�������DQ�LQFUHDVH�RI�������RYHU� WKH�SHULRG� �WKH�PHDQ�EHLQJ�EDVHG�RQ� WKH�QXPEHU�RI� UHSRUWV�E\� W\SH�SXEOLVKHG� LQ�HDFK�\HDU�QRW� WKH�QXPEHU�RI�FRPSDQLHV� LQ� WKH�VDPSOH��� ,Q�FRQWUDVW�� WKH�DYHUDJH�QXPEHU�RI�SDJHV�FRQWDLQHG�LQ�VRFLDO�UHSRUWV�GHFOLQHG�RYHU�WKH�SHULRG��IDOOLQJ�IURP������SDJHV�LQ������WR������SDJHV� LQ� ������ 7KH� QXPEHU� RI� SDJHV� GHYRWHG� WR� UHYLHZV� RI� WKH� \HDU� ZDV� UHODWLYHO\� VWDEOHWKURXJKRXW�WKH�SHULRG��ZKHUHDV�WKH�QXPEHU�RI�SDJHV�FRQWDLQHG�LQ�WKH�RWKHU�UHSRUWV�ZDV�UDWKHU�HUUDWLF�� WKH� ODWWHU� SHUKDSV� EHLQJ� D� UHIOHFWLRQ� RI� WKH� LUUHJXODU� QDWXUH� RI� VXFK� UHSRUWV��(QYLURQPHQW�UHSRUWV�VKRZHG�WKH�PRVW�GUDPDWLF�LQFUHDVH�RYHU�WKH�SHULRG�LQ�WHUPV�RI�DYHUDJH�SDJH�QXPEHUV��JURZLQJ�IURP������SDJHV�LQ������WR������SDJHV�LQ�������DQ�LQFUHDVH�RI�������7KH����VRFLDO�UHSRUWV�ZHUH�SXEOLVKHG�E\�IRXU�%HQHOX[�FRPSDQLHV�DQG����*HUPDQ�FRPSDQLHV��UHVSHFWLYHO\�� RI�ZKLFK� WZR�%HQHOX[� FRPSDQLHV� �,1*� DQG�5R\DO� 3DNKRHG�� DQG� VL[�*HUPDQ�
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FRPSDQLHV��%(:$*��'\FNHUKRII��5$*��6DDUEHUJ��6FKHULQJ�DQG�:DFNHU�&KHPLH��SURGXFHG�D�VRFLDO�UHSRUW�LQ�HDFK�RI�WKH�VHYHQ�\HDUV������WR��������
7DEOH����6XPPDU\�RI�WRWDO�QXPEHU�RI�UHSRUWV�E\�W\SH�DQG�\HDU7\SH�RI�UHSRUW�<HDU ���� ���� ���� ���� ���� ���� ���� 7RWDO
$QQXDO�5HSRUWV �� �� �� �� �� �� �� ���0HDQ�QR��RI�SDJHV ���� ���� ���� ���� ���� ���� ����6RFLDO�5HSRUWV � �� � �� � �� �� ��0HDQ�QR��RI�SDJHV ���� ���� ���� ���� ���� ���� ����(QYLURQPHQW 5HSRUWV � � � � � � �� ��0HDQ�QR��RI�SDJHV ���� ���� ���� ���� ���� ���� ����5HYLHZV�RI�WKH�<HDU �� �� �� �� �� �� �� ���0HDQ�QR��RI�SDJHV ���� ���� ���� ���� ���� ���� ����2WKHU�5HSRUWV �� � �� �� �� �� �� ���0HDQ�QR��RI�SDJHV ���� ���� ���� ���� ���� ���� ����7RWDO�QR��RI�UHSRUWV ��� ��� ��� ��� ��� ��� ��� �����7RWDO�QR��RI�SDJHV ����� ����� ����� ����� ����� ����� ������ ������1RWHV�� 0HDQ� QXPEHU� RI� SDJHV� LV� EDVHG� RQ� WKH� WRWDO� QXPEHU� RI� UHSRUWV�� UHVSHFWLYHO\�� QRW� WKH� QXPEHU� RI�FRPSDQLHV7KH� ��� FRUSRUDWH� �L�H�� JURXS�ZLGH�� HQYLURQPHQW� UHSRUWV� ZHUH� SXEOLVKHG� E\� �� %HQHOX[�FRPSDQLHV�DQG����*HUPDQ�FRPSDQLHV��UHVSHFWLYHO\��2I�WKH�VDPSOH�FRPSDQLHV��RQO\�%$6)��D�*HUPDQ� FKHPLFDO� FRPSDQ\�� SURGXFHG D� FRUSRUDWH� HQYLURQPHQW� UHSRUW� SULRU� WR������DQG LQ�HDFK�\HDU�IURP������WR���������2I�WKH�RWKHU�*HUPDQ�FRPSDQLHV�LQ�WKH�VDPSOH��+RHFKVW��ILYH�HQYLURQPHQW�UHSRUWV��DQG�+HQNHO��IRXU��SURGXFHG�IRXU�RU�PRUH�FRUSRUDWH�HQYLURQPHQW�UHSRUWV�WKURXJKRXW� WKH� SHULRG� RI� WKH� VWXG\�� 2I� WKH� %HQHOX[� FRPSDQLHV�� $N]R�1REHO� SURGXFHG� WKH�KLJKHVW� QXPEHU� RI� FRUSRUDWH� HQYLURQPHQW� UHSRUWV�� SXEOLVKLQJ� WKUHH� VXFK� UHSRUWV� RYHU� WKH�SHULRG��7KHVH�ILJXUHV�DUH�FRQVLVWHQW�ZLWK�SULRU�H[SHFWDWLRQV��JURXS�HQYLURQPHQW�UHSRUWV�EHLQJ��JHQHUDOO\ VSHDNLQJ��D�PRUH�UHFHQW�(XURSHDQ�SKHQRPHQRQ�WKDQ�VRFLDO�UHSRUWV��WKH�ODWWHU�KDYLQJ�D�ORQJHU�KLVWRU\�QRWDEO\�LQ�WKH�FRQWH[W�RI�:RUNV¶�&RXQFLOV�DQG�HPSOR\HH�UHSRUWLQJ��7KH�����UHSRUWV�FODVVLILHG�XQGHU�³5HYLHZV�RI�WKH�<HDU´��5<��UHSUHVHQW�VXPPDU\�ILQDQFLDO�VWDWHPHQWV��RYHUYLHZV�RI�WKH�ILQDQFLDO�\HDU�DQG�RWKHU�VLPLODU�VWDWHPHQWV�SXEOLVKHG�DV�VKRUW�IRUP�YHUVLRQV�RI� WKH� IXOO� JURXS� DQQXDO� UHSRUW� DQG� DFFRXQWV��7KHVH� ���� UHSRUWV� DUH� VSUHDG� DFURVV� DOO� HLJKW�VHFWRUV� LQFOXGHG� LQ� WKH� VWXG\� DQG� UHSUHVHQW� D� VLJQLILFDQW�PLQRULW\� RI� WKH� FRPSDQLHV� LQ� WKH�VDPSOH� ����FRPSDQLHV�RXW�RI����� L�H��������ZLWK����RI� WKH�����L�H�������VDPSOH�FRPSDQLHV�SXEOLVKLQJ� VXFK� UHSRUWV� LQ� DOO� VHYHQ� RI� WKH� \HDUV� FRYHUHG� LQ� WKH� VWXG\�� 7KHVH� UHVXOWV� DUH�FRQVLVWHQW�ZLWK�WKH�ZLGHVSUHDG�SUDFWLFH�DPRQJVW�WKH�ODUJHU��VWRFN�H[FKDQJH�OLVWHG�FRPSDQLHV�RI�SXEOLVKLQJ�VKRUW�IRUP�YHUVLRQV�RI�WKHLU�IXOO�DQQXDO�UHSRUW�DQG�DFFRXQWV�
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7DEOH����6XPPDU\�RI�UHSRUWV�E\�LQGXVWU\�VHFWRU 7\SH�RI�UHSRUW,QGXVWU\�VHFWRU 1XPEHU�RI�FRPSDQLHV 7RWDO $5 65 (5 5< 25
&KHPLFDOV �� ��� �� �� �� �� ��([WUDFWLYH �� ��� �� �� � �� ��0HFKDQLFDO�(QJ��	�0HWDOO� �� ��� �� � � �� ��
(QHUJ\�XWLOLWLHV �� ��� �� �� � �� ��6XE�WRWDO �� ��� ��� �� �� �� ��%DQNLQJ�	�LQVXUDQFH �� ��� �� � � �� �
&RQVXPHU�JRRGV �� ��� ��� � � �� ��7UDYHO�	�WUDQVSRUW � �� �� � � � �5HWDLO�DQG�OHLVXUH � �� �� � � � �6XE�WRWDO �� ��� ��� �� �� �� ��7RWDOV �� ����� ��� �� �� ��� ���1RWHV�� $5�  � $QQXDO� 5HSRUW�� 65�  � 6RFLDO� 5HSRUW�� (5�  � (QYLURQPHQW� 5HSRUW�� 5<�  � 5HYLHZ� RI� WKH�<HDU�6XPPDU\�)LQDQFLDO�6WDWHPHQWV��25� �2WKHU�5HSRUWV�7KH�����³2WKHU�5HSRUWV´� UHSUHVHQW� UHSRUWV�ZKLFK� IDOO�ZLWKLQ� WKH�GHILQLWLRQ�RI� UHSRUWV� WR�EH�LQFOXGHG� LQ� WKH� VWXG\�� QRWDEO\ GRFXPHQWV� SURYLGHG�ZLWK� RU�ZKLFK� DFFRPSDQ\� D� UHSRUW� DQG�VHSDUDWH�GRFXPHQWV�UHIHUUHG�WR�DV�EHLQJ�DYDLODEOH�RQ�UHTXHVW��VHH�WKH�FULWHULD�IRU�LQFOXVLRQ�RI�UHSRUWV� LQ�6HFWLRQ����� DERYH���7KHVH� ³2WKHU� UHSRUWV´�YDU\� LQ� WHUPV�RI� WKHLU� VXEMHFW�� FRQWHQW�DQG�OHQJWK�DQG�LQFOXGH�SUHVV�UHSRUWV��HQYLURQPHQWDO�SROLF\�VWDWHPHQWV��ILQDQFLDO�VWDWHPHQWV�RI�WKH� KROGLQJ� �L�H�� SDUHQW�� FRPSDQ\� DQG� RQH�RII� GRFXPHQWV�� $� QXPEHU� RI� FRPSDQLHV� ZHUH�DFWLYH� LQ� SXEOLVKLQJ� WKHVH� RWKHU� UHSRUWV�� QRWDEO\�9RONVZDJHQ� ���� RWKHU� UHSRUWV��� 6(3� ������6FKHULQJ� ������ %D\HU� ���� DQG� 5R\DO�'XWFK�6KHOO� ���� �VHH�$SSHQGL[� ���� 2QH� RI� WKH� QRWDEOH�IHDWXUHV�RI�WKHVH�RWKHU�UHSRUWV�LV�WKHLU�VL]H��ZLWK�VRPH�UHSRUWV��VXFK�DV�%D\HU�$*¶V�&KHPLVWU\�ZLWK�&KORULQH��2SSRUWXQLWLHV�± 5LVNV�� 3HUVSHFWLYHV ����SDJHV��DQG�5R\DO�'XWFK�6KHOO¶V�6KHOO�&KHPLFDOV�,QIRUPDWLRQ�+DQGERRN ���SS���UHSUHVHQWLQJ�VXEVWDQWLDO�GRFXPHQWV��$PRQJ�VRPH�RI�WKH�RWKHU�PRUH�VLJQLILFDQW�UHSRUWV�IDOOLQJ�ZLWKLQ�WKLV�FDWHJRU\�DUH��x $N]R¶V�&KORULQH�DQG�VRFLHW\��7KH�UROH�RI�$N]R ����������SDJHV���x %D\HU�$*¶V�%D\HU¶V�3HUVSHFWLYH�RQ�(FRORJ\ ���������SS���x 'HXWVFKH %DQN¶V�(QYLURQPHQW�	�(QWUHSUHQHXUV�± ,Q�WKH�VDPH�FULVLV"´��WKH�ODVW�LQ�D�VHULHV� RI� DUWLFOHV� RQ� SUREOHPV� RI� JHQHUDO� VRFLR�SROLWLFDO� VLJQLILFDQFH� �VSHFLDO�VXSSOHPHQW�WR�WKH������DQQXDO�UHSRUW�RI�'HXWVFKH�%DQN�$*����SS���x '60¶V�'60�3URILOH��&KHPLFDOV�DQG�0DWHULDOV����������SS���x (XURSHDQ�,QYHVWPHQW�%DQN¶V�3URWHFWLRQ�RI�WKH�(QYLURQPHQW ��������SS���x 9(%$¶V�(QYLURQPHQWDO�*XLGHOLQHV ���������SS���DQG��
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x 9RONVZDJHQ¶V�&RUSRUDWH�7DVN��(QYLURQPHQWDO�3URWHFWLRQ ���������SS���7KH� OLNHOLKRRG� WKDW� 7DEOHV� ���� DQG� ���� UHSUHVHQW� D� FRPSOHWH� DQG� DFFXUDWH� UHFRUG� RI� WKH�QXPEHU�DQG�W\SH�RI�UHSRUWV�SXEOLVKHG�E\�WKH�VDPSOH�FRPSDQLHV�LV�FODLPHG�WR�EH�KLJK�EXW�QRW�����SHU�FHQW�IRU�WKH�IROORZLQJ�UHDVRQV��)LUVWO\��VWHSV�ZHUH�WDNHQ�WR�SURYLGH�WKH�KLJKHVW�OHYHO�RI�UHOLDELOLW\�DV�LV�SUDFWLFDEOH��7KLV�LQFOXGHG�HQVXULQJ�WKDW�WKH�OLVW�RI�UHSRUWV�SURYLGHG�E\�HDFK�FRPSDQ\�ZDV� DV� DFFXUDWH� DV�SRVVLEOH����$OWKRXJK� LW� LV� QHFHVVDU\� WR� UHO\�RQ� WKH� LQIRUPDWLRQ�SURYLGHG�E\�FRPSDQLHV��WZR�UHVHDUFK�DVVLVWDQWV�ZHUH�HPSOR\HG��RQH�RI�'XWFK�QDWLRQDOLW\�DQG�DQRWKHU�RI�*HUPDQ�QDWLRQDOLW\�� WR�FRQWDFW�WKH�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV��UHVSHFWLYHO\��WR�FRQILUP� WKH�FRPSOHWHQHVV�DQG�DFFXUDF\�RI� WKH�FRPSOHWHG�UHSO\� IRUPV�DQG� WR�DGGUHVV�DQ\�LQFRQVLVWHQFLHV�RU�RYHUVLJKWV��7KH�XVH�RI�DVVLVWDQWV�ZKRVH�PRWKHU�WRQJXH�ZDV�WKH�VDPH�DV�WKDW�RI� WKH� FRPSDQ\� LQ� TXHVWLRQ� SURYHG� HVVHQWLDO� DQG� LQYDOXDEOH�� :LWKRXW� WKLV�� WKH� ULVN� RI�LQFOXGLQJ�D�UHSRUW�ZKHQ�LW�VKRXOG�KDYH�EHHQ�H[FOXGHG��DQG�YLFH�YHUVD��ZRXOG�KDYH�EHHQ�PXFK�KLJKHU��6HFRQGO\��HYHQ�WKRXJK�D�GHILQLWLRQ�KDV�EHHQ�SURYLGHG�RI�WKH�UHSRUWV�WR�EH�LQFOXGHG�LQ�WKH�VWXG\��VHH�6HFWLRQ�����DERYH���LQ�PDQ\�FDVHV�LW�ZDV�QRW�LPPHGLDWHO\�DSSDUHQW�ZKHWKHU�D�SDUWLFXODU�UHSRUW�PHW�WKH�FULWHULD�IRU�LQFOXVLRQ�LQ�WKH�VWXG\�RU�QRW��7KHVH�FDVHV�ZHUH�UHVROYHG�E\� GHWDLOHG� GLVFXVVLRQ� ZLWK� WKH� UHVSHFWLYH� UHVHDUFK� DVVLVWDQW� RQ� D� FDVH�E\�FDVH� EDVLV�� 7KH�SULPDU\�JRDO� LQ� WKHVH�LQVWDQFHV�ZDV�WR�DSSO\�WKH�UXOHV�FRQVLVWHQWO\��+RZHYHU��LQ�WKH�HYHQW�LW�EHFDPH� QHFHVVDU\� WR� DGRSW� QHZ� �PLQRU�� GHFLVLRQ� UXOHV� RQ� DQ� RQ�JRLQJ� EDVLV�� $Q\� QHZ�GHFLVLRQ� UXOH� ZDV� GLVFXVVHG� DQG� FODULILHG� ZLWK� WKH� UHVHDUFK� DVVLVWDQW� DQG� GRFXPHQWHG� WR�HQVXUH� FRQVLVWHQW� DSSOLFDWLRQ� DFURVV� WKH� HQWLUH� VDPSOH�� )LQDOO\�� LW� SURYHG� LPSRVVLEOH�� IRU�YDULRXV� UHDVRQV�� WR� REWDLQ� DOO� WKH� UHSRUWV� WKDW� ZRXOG� RWKHUZLVH� KDYH� EHHQ� LQFOXGHG� LQ� WKH�VWXG\�� +RZHYHU�� EDVHG� RQ� LQIRUPDWLRQ� DQG� H[SODQDWLRQV� REWDLQHG� �QRW� LQFOXGHG� KHUH��� WKH�DPRXQW�RI�GDWD�WKDW�KDV�EHHQ�SRWHQWLDOO\�ORVW�GXH�WR�WKH�XQLQWHQGHG�H[FOXVLRQ�RI�WKHVH�PLVVLQJ�UHSRUWV�LV�MXGJHG�WR�EH�QHJOLJLEOH�LQ�DQ�RYHUDOO�FRQWH[W�7KH����HQYLURQPHQW�UHSRUWV�SXEOLVKHG�E\�WKH�VDPSOH�FRPSDQLHV�UHSUHVHQWHG�RQO\����RI�WKH�WRWDO� QXPEHU� RI� UHSRUWV� LQFOXGHG� LQ� WKH� UHVHDUFK� EXW� FRQWDLQHG� ����RI� WKH� WRWDO� DPRXQW� RI�HQYLURQPHQWDO�GLVFORVXUHV�E\�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�RYHU�WKH�SHULRG������WR�������(QYLURQPHQW� UHSRUWV� WKXV� FRQVWLWXWH� D� VLJQLILFDQW� HOHPHQW� RI� FRUSRUDWH� HQYLURQPHQWDO�GLVFORVXUHV� WKURXJKRXW� WKH� SHULRG�� HYHQ� WKRXJK� WKH\� DUH� D� IDLUO\� UHFHQW� SKHQRPHQRQ��7DEOH����� EHORZ� VXPPDULVHV� WKH� \HDU� LQ� ZKLFK� VDPSOH� FRPSDQLHV� SXEOLVKHG� WKHLU� ILUVW� FRUSRUDWH�HQYLURQPHQW� UHSRUW� LQ� WKH� SHULRG� RI� WKH� VWXG\����7KHVH� ��� FRPSDQLHV� UHSUHVHQW� ����RI� WKH�VDPSOH� FRPSDQLHV�� RI� ZKLFK� HLJKW� DUH� %HQHOX[� FRPSDQLHV� �������� DQG� ��� DUH� *HUPDQ�FRPSDQLHV� ���������7ZR� IHDWXUHV� RI�7DEOH� ���� DUH�ZRUWK\� RI� QRWH�� )LUVWO\�� VL[�RI� WKH� HLJKW�FRPSDQLHV�WKDW�SURGXFHG�D�JURXS�ZLGH�HQYLURQPHQW�UHSRUW�IRU�WKH�ILUVW�WLPH�SULRU�WR������DUH�FKHPLFDOV� FRPSDQLHV�� 7KH� RQO\� QRQ�FKHPLFDOV� FRPSDQLHV� ZHUH� +HQNHO� �³KHDOWK� DQG�KRXVHKROG´� L�H�� ³FRQVXPHU� JRRGV´��� ZKLFK� LQ� IDFW� VSHFLDOLVHV� LQ� DSSOLHG� FKHPLFDO� SURGXFWVDQG� GHWHUJHQWV�� DQG� %D\HULVFKH� /DQGHVEDQN� *LUR]HQWUDOH D� *HUPDQ� EDQN�� 6HFRQGO\��VRPHWKLQJ� FOHDUO\� FKDQJHG� LQ� �����ZKHQ� WKH� QXPEHU� RI� FRPSDQLHV� SURGXFLQJ� JURXS�ZLGH�HQYLURQPHQW� UHSRUWV� IRU� WKH� ILUVW� WLPH� URVH� VKDUSO\� IURP� RQO\� �� LQ� ����� WR� ��� LQ� ������ DQ�LQFUHDVH� RI� ������ ,QWHUHVWLQJO\�� WKLV� VWHS�FKDQJH�ZDV� V\VWHPDWLF� ZLWK� FRPSDQLHV� IURP� WKH�PHFKDQLFDO� HQJLQHHULQJ� DQG�PHWDOOXUJ\� �H�J��9RONVZDJHQ��'DLPOHU�%HQ]�� 7K\VVHQ��� HQHUJ\�XWLOLW\� �H�J�� (OHFWUREHO��� EDQNLQJ� DQG� LQVXUDQFH� �H�J�� $OOLDQ]�� %D\HULVFKH� +\SRWKHNH�XQG�:HFKVHO�%DQN��,1*��'HXWVFKH�%DQN���FRQVXPHU�JRRGV��H�J��%HLHUVGRUI��8QLOHYHU��DQG�UHWDLO�
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DQG�OHLVXUH��H�J��2WWR�9HUVDQG��VHFWRUV�DOO�SURGXFLQJ�HQYLURQPHQW�UHSRUWV�IRU�WKH�ILUVW�WLPH�LQ������
7DEOH����)LUVW�FRUSRUDWH�HQYLURQPHQW�UHSRUW�E\�VDPSOH�FRPSDQLHV��E\�\HDU<HDU 1XPEHU�RI�FRPSDQLHV %HQHOX[ *HUPDQ\
���� � � :DFNHU�&KHPLH���� � � +RHFKVW���� � � 0HUFN���� � 6ROYD\ +HQNHO���� � $N]R�1REHO *ROGVFKPLGW��%D\HULVFKH�/DQGHVEDQN�*LUR]HQWUDOH���� � '60��3HWURILQD /XIWKDQVD���� �� (OHFWUDEHO��+HLQHNHQ��,1*��8QLOHYHU $OOLDQ]��%D\HU��%D\HULVFKH�+\SRWKHNH�XQG�:HFKVHO�%DQN�%D\HULVFKH�9HUHLQVEDQN��%HLHUVGRUI��'DLPOHU�%HQ]��'HXWVFKH�%DQN��+HUOLW]��2WWR�9HUVDQG��6FKHULQJ��7K\VVHQ��9RONVZDJHQ�
7RWDOV �� � ��
���� &RPSDQ\�EDFNJURXQG�GDWD�DQG�FXUUHQF\�WUDQVODWLRQ3UHYLRXVO\�� &KDSWHUV� �� WR� �� LGHQWLILHG� D� QXPEHU� RI� FRUSRUDWH� FKDUDFWHULVWLFV� DQG� H[WHUQDO�LQIOXHQFHV� WKDW� DUH� VXJJHVWHG� E\� WKH� UHVSHFWLYH� WKHRU\� DV� SRVVHVVLQJ� H[SODQDWRU\� SRZHU� LQ�UHODWLRQ�WR�YDULDWLRQV�LQ�&('�DFURVV�ILUPV��,Q�SUDFWLFH��&65�UHVHDUFKHUV�WHQG�WR�XVH�FRPSDQ\�EDFNJURXQG�GDWD�WKDW�LV�UHDGLO\�DYDLODEOH�LQ�WKH�SXEOLF�GRPDLQ��VXFK�DV�WKDW�SXEOLVKHG�LQ�7KH�7LPHV� ���� �VHH�� IRU� H[DPSOH�� $GDPV� HW� DO��� ������ ������ *UD\� HW� DO��� ����E�� F�� ������2¶'Z\HU� DQG� *UD\�� ������� ,QIRUPDWLRQ� SURYLGHG� LQ 7KH� 7LPHV� ���� LV� VRXUFHG� IURP� D�GDWDEDVH� KHOG� E\� ([WHO �SDUW� RI� )LQDQFLDO� 7LPHV� ,QIRUPDWLRQ�� DQG� EDVHG� RQ� WKH� ODWHVW�LQIRUPDWLRQ�IURP�DQQXDO�UHSRUWV�DQG�DFFRXQWV��7KXV��FRPSDQ\�EDFNJURXQG�GDWD�LQIRUPDWLRQ�DV� SURYLGHG� LQ� 7KH� 7LPHV� ����� ���� �ZKLFK� ZDV� SXEOLVKHG� LQ� ������ LV� EDVHG� ODUJHO\� RQ�LQIRUPDWLRQ�H[WUDFWHG� IURP� WKH� ILQDQFLDO� VWDWHPHQWV�RI�HDFK�FRPSDQ\� IRU� WKH�\HDU�HQGHG����0DUFK� RU� ���'HFHPEHU� ������:KLOVW� VXFK� GDWD� LV� HDVLO\� DFFHVVLEOH�� DWWHPSWV� WR�PDWFK� WKH�ILJXUHV� UHSRUWHG� LQ�7KH� 7LPHV� ����� ���� ZLWK� WKRVH� UHSRUWHG� LQ� WKH� UHVSHFWLYH� FRPSDQ\¶V������DQQXDO� UHSRUW�DQG�DFFRXQWV� IRU�D�VPDOO�VDPSOH�RI�FRPSDQLHV�SURYHG�XQVXFFHVVIXO� LQ�D�QXPEHU�RI�FDVHV��7KHUH�DUH�D�QXPEHU�RI�SRVVLEOH�H[SODQDWLRQV�IRU�WKLV��QRWDEO\�GLIIHUHQFHV�LQ�GHILQLWLRQ�DQG�WKH�XVH�RI�GLIIHUHQW�H[FKDQJH�UDWHV��WKH�ILJXUHV�UHSRUWHG�LQ�7KH�7LPHV����� DUH�LQ�SRXQGV�VWHUOLQJ��*%3����7R� DYRLG� VXFK� GLIIHUHQFHV� DQG� WR� LPSURYH� UHOLDELOLW\�� FRPSDQ\� DFFRXQWLQJ� GDWD� UHODWLQJ� WR�FRUSRUDWH�FKDUDFWHULVWLFV�ZDV�WDNHQ�GLUHFWO\�IURP�HDFK�FRPSDQ\¶V�DQQXDO�UHSRUW�DQG�DFFRXQWV��
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$�SUR�IRUPD�LQSXW�GRFXPHQW��&RPSDQ\�%DFNJURXQG�'DWD��ZDV�GHVLJQHG�VSHFLILFDOO\�IRU�WKLV�SXUSRVH��$�WRWDO�RI����LWHPV�DUH�OLVWHG�RQ�WKH�UHVHDUFK�LQVWUXPHQW��2I�WKHVH��WKH�ILUVW�IRXU�GHDO�ZLWK�JHQHUDO�EDFNJURXQG�LQIRUPDWLRQ�ZKLFK�ZDV�XVHG�WR�LGHQWLI\�WKH�FRPSDQ\��WKH�\HDU��WKH�UHSRUW� DQG� WKH� UHSRUWLQJ� FXUUHQF\�� 7KH� QH[W� ILYH� LWHPV� UHODWH� WR� ILQDQFLDO� DFFRXQWLQJ� GDWD�ZKLFK� ZDV� H[WUDFWHG� IURP� WKH� FRPSDQ\¶V� DQQXDO� ILQDQFLDO� VWDWHPHQWV�� 7KHVH� DUH� VHOI�H[SODQDWRU\�EXW�WR�DYRLG�FRQIXVLRQ��GHILQLWLRQV�ZHUH�SURYLGHG�LQ�HDFK�FDVH��7KHVH�GHILQLWLRQV�SURYHG�UHOLDEOH�EXW�PLQRU�DPHQGPHQWV�DQG�HODERUDWLRQV�ZHUH�LQWURGXFHG�GXULQJ�WKH�FRXUVH�RI�WKH�SURMHFW� WR�FRSH�ZLWK�LVVXHV�VXFK�DV�YDULDWLRQV�LQ�DFFRXQWLQJ�SUDFWLFH��7KH�QH[W�VL[�LWHPV�GHVFULEHG�DV�µRWKHU�GDWD¶��UHSUHVHQW�DGGLWLRQDO�EDFNJURXQG�GDWD�ZKLFK��D�SULRUL��ZHUH�EHOLHYHG�WR� EH� XVHIXO� LQ� WKH� FRQWH[W� RI� WKH� SUHVHQW� SURMHFW�� VXFK� DV� WKH� QXPEHU� RI� EUHDFKHV� RI�HQYLURQPHQWDO� UHJXODWLRQV� DQG� WKH� SRVLWLRQ� RI� WKH� FRPSDQ\¶V� PRVW� VHQLRU� HQYLURQPHQWDO�RIILFHU��7KH�UHVXOWV�RI�WKH�VWXG\�LQ�UHODWLRQ�WR�WKHVH�LWHPV�DUH�GLVFXVVHG�LQ�&KDSWHU�����/DVWO\��WKH� UHVHDUFK� LQVWUXPHQW� LQFOXGHG� D� PHPRUDQGXP� VKHHW� XVHG� WR� UHFRUG� LQWHUHVWLQJ� DQG�RU�XQXVXDO� LWHPV� RI� LQIRUPDWLRQ� LGHQWLILHG� ZKHQ� FRQWHQW� DQDO\VLQJ� WKH� UHSRUWV��0RVW� RI� WKHVH�LWHPV�ZHUH�PDQXDOO\�UHFRUGHG�RQ�WKH�UHVHDUFK�LQVWUXPHQW�DW�WKH�VDPH�WLPH�DV�SHUIRUPLQJ�WKH�FRQWHQW�DQDO\VLV��$OO� FRPSDQ\� EDFNJURXQG� GDWD� PDQXDOO\� UHFRGHG� RQ� WKH� UHVHDUFK� LQVWUXPHQW� ZHUH�VXEVHTXHQWO\�PDQXDOO\�HQWHUHG�LQWR�D�6366�GDWDEDVH�:RUNLQJ���VHSDUDWH�FROXPQV�EHLQJ�XVHG�WR� UHFRUG� HDFK� LWHP� RI� LQIRUPDWLRQ�� $OO� PRQHWDU\� YDOXHV� ZHUH� LQLWLDOO\� UHFRUGHG� LQ� WKH�UHSRUWLQJ� FXUUHQF\� RI� WKH� UHVSHFWLYH� FRPSDQ\�� WKLV� EHLQJ� SUHGRPLQDQWO\� %HOJLDQ� IUDQFV��%()���'XWFK�JXLOGHUV��1/*���*HUPDQ�PDUNV��'0��DQG /X[HPERXUJ�IUDQFV��/8;)���9DOXHV�RWKHU�WKDQ�WKRVH�UHFRUGHG�LQ�*HUPDQ�PDUNV�ZHUH�VXEVHTXHQWO\�FRQYHUWHG�LQWR�*HUPDQ�PDUNV�XVLQJ�WKH�\HDU�HQG�H[FKDQJH�UDWH�DV�DW����'HFHPEHU�������&RQYHUWHG�GDWD�ZDV�VXEVHTXHQWO\�HQWHUHG� LQWR� D� VHFRQG� 6366� GDWDEDVH�&RQWHQW�� �VHH� 6HFWLRQ� ���� DERYH��� 7KH� FKRLFH� RI� WKH�*HUPDQ�PDUN�ZDV� EDVHG� RQ� WKH� IDFW� WKDW� WKHUH� DUH�PRUH�*HUPDQ� FRPSDQLHV� LQ� WKH� VDPSOH�WKDQ�%HQHOX[� FRPSDQLHV� DQG� WKDW� WKH�%HQHOX[� FRXQWULHV� HIIHFWLYHO\� WLHG� WKHLU� RZQ�QDWLRQDO�FXUUHQFLHV�WR�WKH�*HUPDQ�PDUN�VXFK�WKDW�FXUUHQF\�PRYHPHQWV�RYHU�WLPH�EHWZHHQ�WKH�*HUPDQ�PDUN� DQG� WKHVH� RWKHU� FRXQWULHV� ZHUH� PLQLPDO�� 7KH� FKRLFH� RI� ��� 'HFHPEHU� ����� IRU� WKH�H[FKDQJH� UDWH� LV� VRPHZKDW� DUELWUDU\��2WKHU� GDWHV� FRXOG� KDYH� EHHQ� HPSOR\HG�� LQFOXGLQJ� WKH�\HDU�HQG� UDWH� IRU� HDFK� \HDU� RI� WKH� VWXG\� DQG�RU� DQ� DYHUDJH� UDWH� IRU� HDFK� \HDU�� +RZHYHU��PRYHPHQWV� LQ� WKH� %HOJLDQ� IUDQF�� WKH� /X[HPERXUJ� IUDQF� �WKH� H[FKDQJH� UDWH� IRU� WKH�/X[HPERXUJ� IUDQF� LV� WKH� VDPH� DV� WKDW� IRU� WKH� %HOJLDQ� IUDQF�� DQG� WKH� 'XWFK� JLOGHU�� ZKHQ�SHJJHG�DJDLQVW� WKH�*HUPDQ�PDUN��ZHUH�QRW�VLJQLILFDQW�EHWZHHQ������DQG������XVLQJ�HLWKHU�WKH�DYHUDJH�UDWH�IRU�WKH�\HDU�RU�WKH�\HDU�HQG�UDWH����� 4XHVWLRQQDLUHV�WR�VDPSOH�FRPSDQLHV�DQG�(1*2V$V� QRWHG� SUHYLRXVO\�� YDULDWLRQV� LQ�&('� DFURVV� ILUPV� KDYH� DOVR� EHHQ� DWWULEXWHG� WR� QRQ�ILUP�FKDUDFWHULVWLFV ZKLFK�UHODWH�WR�VRFLDO�DQG�SROLWLFDO�LQIOXHQFHV�RQ�WKH�EXVLQHVV�RUJDQL]DWLRQ��VHH�)LJXUH� ����� &KDSWHU� ���� 6RPH� RI� WKHVH� VRFLR�SROLWLFDO� LQIOXHQFHV�ZHUH� H[SORUHG� LQ� GHWDLO� LQ�&KDSWHUV���DQG���WRZDUGV�WKH�LGHQWLILFDWLRQ�RI�PHDVXUDEOH�SUR[LHV�IRU�QRQ�ILUP�FKDUDFWHULVWLFV�IRU�WKH�SXUSRVH�RI�K\SRWKHVLV�WHVWLQJ��7KHVH�YDULDEOHV�ZHUH�GHILQHG�DV�IROORZV��L� XQGHU�PDQDJHULDO�VWDNHKROGHU� WKHRU\��067����D�� WKH�UHODWLYH�LPSRUWDQFH�RI�VWDNHKROGHU�JURXSV�WR�WKH�EXVLQHVV�DV�D�ZKROH��DQG��E��WKH�H[WHQW�WR�ZKLFK�VHQLRU�PDQDJHPHQW�ZDV�GLUHFWO\�LQYROYHG�LQ�IRUPXODWLQJ�HQYLURQPHQWDO�SROLF\��DQG��
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�LL� XQGHU�RUJDQL]DWLRQDO� OHJLWLPDF\� WKHRU\��2/7��� �D��VRFLDO�SUHVVXUHV�DV�PHDVXUHG�E\� WKH�H[WHQW�RI�FDPSDLJQV�E\�HQYLURQPHQWDO�SUHVVXUH�JURXSV��(1*2V��DQG��E��HQYLURQPHQWDO�SHUIRUPDQFH�DV�PHDVXUHG�E\�WKH�(1*2V¶��HFR��UDWLQJV�RI�FRPSDQLHV�,Q� DGGLWLRQ�� XQGHU� ERWK� HFRQRPLF� DJHQF\� WKHRU\� �($7�� DQG� 2/7�� LQGXVWU\� VHFWRU�HQYLURQPHQWDO� VHQVLWLYLW\� ZDV� SRVLWHG� DV� EHLQJ� DVVRFLDWHG� ZLWK� YDULDWLRQV� LQ� &('� DFURVV�ILUPV�� :KLOVW� D� SULRUL DVVXPSWLRQV� ZHUH� PDGH� IRU� WKH� FODVVLILFDWLRQ� RI� WKH� HLJKW� LQGXVWU\�VHFWRUV� XVHG� LQ� WKH� SUHVHQW� VWXG\� DV� EHWZHHQ� HQYLURQPHQWDOO\�VHQVLWLYH� �(6�� DQG� OHVV�HQYLURQPHQWDOO\�VHQVLWLYH� �/(6�� �VHH�6HFWLRQ������ DERYH��� WZR�DOWHUQDWLYH�PHDVXUHPHQWV�RI�HQYLURQPHQWDO�VHQVLWLYLW\�DUH�SURSRVHG�EDVHG�RQ�WKH�SHUFHSWLRQV�RI�WKH�PDQDJHPHQW�RI�WKH����VDPSOH�FRPSDQLHV�WKHPVHOYHV�DQG�(1*2V��UHVSHFWLYHO\��7R�PHDVXUH�WKH�YDULDEOHV�LGHQWLILHG�LQ� �L�� DQG� �LL�� DERYH� DV�ZHOO� DV� HQYLURQPHQWDO� VHQVLWLYLW\�� D� GHFLVLRQ�ZDV� WDNHQ� WR� XVH� WZR�PDLOHG� TXHVWLRQQDLUHV�� RQH� WR� EH� VHQW� WR� FRPSDQLHV� DQG� WKH� RWKHU� WR� EH� VHQW� WR� (1*2V���&RSLHV� RI� WKH� TXHVWLRQQDLUHV� DUH� QRW� LQFOXGHG� LQ� WKH� WKHVLV� IRU� UHDVRQV� RI� VSDFH� EXW� DUH�DYDLODEOH�IURP�WKH�DXWKRU�RQ�UHTXHVW���7KH�XVH�RI� WKHVH�WZR�TXHVWLRQQDLUHV�DOVR�SURYLGHG�DQ�RSSRUWXQLW\�WR�REWDLQ�IXUWKHU�EDFNJURXQG�LQIRUPDWLRQ�RQ�WKH�YLHZV��DWWLWXGHV��SHUFHSWLRQV�DQG�DFWLYLWLHV�RI�ERWK�PDQDJHPHQW�DQG�(1*26�LQ�UHODWLRQ�WR�FRUSRUDWH�HQYLURQPHQWDO�LVVXHV��7KH�MXVWLILFDWLRQ�IRU�XVLQJ�PDLOHG�TXHVWLRQQDLUHV�LV�DGGUHVVHG�LQ�WKH�QH[W�SDUDJUDSK�$�PDLOHG�TXHVWLRQQDLUH��L�H��RQH�ZKLFK�LV�VHQW�DQG�UHWXUQHG�E\�SRVW��PD\�EH�YLHZHG�DV�D�IRUP�RI� D� GLVWDQFH� RU� IDU�UHPRYHG� LQWHUYLHZ�� )URP� WKLV� SHUVSHFWLYH�� WKHUH� LV� OLWWOH� LQ� WKH�ZD\� RI�GLIIHUHQFH� EHWZHHQ� D� IRUPDOO\�VWUXFWXUHG� LQWHUYLHZ� ZKHUH� WKH� TXHVWLRQV� DUH� VWUXFWXUHG� DQG�SUHSDUHG� LQ� DGYDQFH� DQG� WKH� FRPSOHWLRQ� RI� D� TXHVWLRQQDLUH��$� VHPL�VWUXFWXUHG� LQWHUYLHZ� LV�REYLRXVO\�QRW�WKH�VDPH�DV�LW�DOORZV�PRUH�VWRULHV�WR�EH�WROG��+RZHYHU��LQ�YLHZ�RI�WKH�HPSKDVLV�SODFHG�RQ�REWDLQLQJ�ODUJH�VDPSOHV�DQG�WDNLQJ LQWR�DFFRXQW�WLPH�DQG�UHVRXUFH�FRQVWUDLQWV��WKH�XVH� RI� D� TXHVWLRQQDLUH� ZDV� MXGJHG� WR� EH� WKH� PRVW� HIIHFWLYH� DQG� HIILFLHQW� DSSURDFK� LQ� WKH�FLUFXPVWDQFHV��0DLOHG�TXHVWLRQQDLUHV�DUH�DOVR�RQH�RI�WKH�EHVW�PHDQV�RI�HOLFLWLQJ�LQIRUPDWLRQ�IURP� D� SRSXODWLRQ� WKDW� LV ZLGHO\� GLVSHUVHG� DQG� ZKLFK� PD\� SUHIHU� D� FHUWDLQ� GHJUHH� RI�DQRQ\PLW\� �:DOODFH� DQG� 0HOORU�� ������� 7KHUH� DUH� KRZHYHU�� D� QXPEHU� RI� GLVDGYDQWDJHV�DVVRFLDWHG�ZLWK�UHPRWHO\�FRPSOHWHG�TXHVWLRQQDLUHV��QRWDEO\�WKH�W\SLFDOO\�ORZ�UHVSRQVH�UDWHV��WKDW� TXHVWLRQV� FDQ� EH PLVXQGHUVWRRG�� WKDW� DQVZHUV� KDYH� WR� EH� WDNHQ� DV� JLYHQ�� WKDW� WKH�UHVHDUFKHU� LV�XQDEOH� WR�SUREH�RU� IROORZ�XS�LQWHUHVWLQJ�OLQHV�RI�HQTXLU\��DQG�WKDW� WKH�DQVZHUV�SURYLGHG� UHSUHVHQW� WKH� UHVSRQGHQW¶V� VWDWHPHQWV� UDWKHU� WKDQ� D� VWDWHPHQW� RI� ZKDW� DFWXDOO\�KDSSHQHG� 7KH�ODWWHU��NQRZQ�DV�YLFDULRXV�LQIRUPDWLRQ��LPSOLHV�WKH�UHVSRQVHV�KDYH�WR�EH�WDNHQ�RQ� WUXVW�JLYHQ� WKDW� WKHUH� LV�QR�DOWHUQDWLYH�� LQGHSHQGHQW�ZD\�RI�YHULI\LQJ� WKH�DFFXUDF\�RI� WKH�UHVSRQVHV��'HWDLOV�RI�WKH�SURFHGXUHV�IROORZHG�LQ�WKH�SUHSDUDWLRQ�DQG�FLUFXODULVDWLRQ�RI�WKH�WZR�TXHVWLRQQDLUHV� DQG� WKH� UHVSRQVH� UDWHV� LQ� HDFK� FDVH� DUH� VHW� RXW� EHORZ�� ,Q� ERWK� FDVHV�� DOO�TXHVWLRQQDLUHV�ZHUH�SUH�QXPEHUHG�XVLQJ� D� VHTXHQWLDO� QXPEHULQJ� V\VWHP�SULRU� WR�EHLQJ� VHQW�RXW�DQG�DOO�UHVSRQVHV�PDUNHG�WR�LQGLFDWH�WKH�GDWH�RI�UHFHLSW�
�L� 0DLOHG�TXHVWLRQQDLUH�WR�VDPSOH�FRPSDQLHV7KH�VWUXFWXUH�DQG�IRUPDW�RI�WKH�TXHVWLRQQDLUH�WR�FRPSDQLHV�ZDV�EDVHG�ODUJHO\�RQ�WKDW�XVHG�E\�%HEELQJWRQ�DQG�*UD\���������ZLWK�DGDSWDWLRQV�WR�PHHW�WKH�VSHFLILF�REMHFWLYHV�RI�WKH�SUHVHQW�VWXG\�� 7KH� PDLQ� SDUW� RI� WKH� TXHVWLRQQDLUH� FRPSULVHG� ��� TXHVWLRQV� VWUXFWXUHG� LQWR� WKUHH�VHFWLRQV��4XHVWLRQV�ZHUH�SUHVHQWHG�XVLQJ�HLWKHU�D�VLPSOH�UDQN�RUGHU�ILYH� RU�VHYHQ�SDUW�/LNHUW�VFDOH�RU�³\HV�QR´�W\SH�IRUPDW��DV�DSSURSULDWH��7KH�ILUVW�VHFWLRQ�6WDNHKROGHU�JURXSV FRQWDLQHG�
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JHQHUDO�TXHVWLRQV�ZKLFK�ZHUH�LQWHQGHG�WR�SURYLGH�DQ�XQGHUVWDQGLQJ�RI�WKH�UHODWLYH�LPSRUWDQFH�RI�YDULRXV�VWDNHKROGHU�JURXSV�DQG�WKH�H[WHQW�WR�ZKLFK�WKH�FRPSDQ\�HQJDJHV��WKDW�LV��LQWHUDFWV�DQG�FRQVXOWV��ZLWK�WKHVH�JURXSV��7KH�VHFRQG�VHFWLRQ��9ROXQWDU\�(QYLURQPHQWDO�3ROLFLHV�DQG�3HUIRUPDQFH� DGGUHVVHG� WKH� OHYHO� RI� VWDNHKROGHU� LQYROYHPHQW� LQ� WKH� IRUPXODWLRQ� RI� D�FRPSDQ\¶V� HQYLURQPHQWDO� SROLF\� DQG� HDFK� FRPSDQ\¶V� SHUFHSWLRQ� RI� WKH� LPSRUWDQFH� RI� LWV�HQYLURQPHQWDO� SHUIRUPDQFH� WR� LWV� YDULRXV� VWDNHKROGHU� JURXSV�� 7KH� WKLUG DQG� ILQDO� VHFWLRQ��9ROXQWDU\�&RPPXQLFDWLRQ�RI�(QYLURQPHQWDO�,QIRUPDWLRQ DWWHPSWHG�WR�JDLQ�DQ�XQGHUVWDQGLQJ�RI� HDFK� FRPSDQ\¶V� SROLFLHV� DQG� DLPV� LQ� UHODWLRQ� WR� WKH� YROXQWDU\� FRPPXQLFDWLRQ� RI�HQYLURQPHQWDO�LQIRUPDWLRQ�WR�LWV�YDULRXV�LQWHUQDO�DQG�H[WHUQDO�VWDNHKROGHUV�&RSLHV�RI�WKH�TXHVWLRQQDLUH�ZHUH�VHQW�WR�WKH����VDPSOH�FRPSDQLHV��DV�ZHOO�DV�WKH�����1RUGLF��6ZLVV� DQG� 8.� FRPSDQLHV�� WRJHWKHU� ZLWK� D� FRYHULQJ� OHWWHU� LQ� 'XWFK�� (QJOLVK�� )UHQFK� RU�*HUPDQ��DV�DSSURSULDWH� �IRU� UHDVRQV�RI� WLPH�DQG�UHVRXUFH�FRQVWUDLQWV�� WKH�TXHVWLRQQDLUH�ZDV�ZULWWHQ� LQ� (QJOLVK� RQO\��� 8VLQJ� LQIRUPDWLRQ� SURYLGHG� LQ� 7KH� 7LPHV� ����� ���� �%DUURZ���������OHWWHUV�ZHUH�DGGUHVVHG�SHUVRQDOO\�WR�WKH�&KDLUPDQ�RI�WKH�([HFXWLYH�%RDUG�RI�'LUHFWRUV��7KH� ILUVW� UHTXHVW�ZDV�PDGH� LQ�0D\������� H[FHSW� LQ� WKH� FDVH� RI�*HUPDQ� FRPSDQLHV��ZKLFK�ZHUH�VHQW�RXW�LQ�WKH�PRQWK�RI�-XO\��7DEOH������
7DEOH����5HVSRQVHV�WR�FRPSDQ\�TXHVWLRQQDLUH�E\�FRXQWU\�UHJLRQ&RXQWU\�5HJLRQ 7RWDO�VDPSOH 3RVLWLYH�5HVSRQVHV ��� 1HJDWLYH�5HVSRQVHV� 1RQ��UHSOLHV� �VWUHTXHVW�������

�VWUHPLQGHU �QGUHPLQGHU
%HQHOX[ �� �� ���� � �� ���0D\ ��-XO\ ���-XO\*HUPDQ\ �� �� ���� �� �� ��-XO\ ��$XJXVW ��6HSW6XE�WRWDOV �� �� ���� �� ��
1RUGLF �� �� ���� � �� ���0D\ ��-XO\ ���-XO\6ZLW]HUODQG �� �� ���� � �� ���0D\ ��-XO\ ���-XO\8. �� �� ���� �� �� ���0D\ ��-XO\ ���-XO\7RWDOV ��� �� ���� �� ��

)LUVW� UHPLQGHU� DQG� VHFRQG� UHPLQGHUV� ZHUH� VHQW� RXW� EHWZHHQ� WKH� PRQWKV� RI� -XO\� DQG�6HSWHPEHU�������WKH�ILUVW�UHPLQGHU�EHLQJ�D�OHWWHU�RQO\�DQG�WKH�VHFRQG�LQFOXGLQJ�D�FRS\�RI�WKH�TXHVWLRQQDLUH��3RVW�IUHH�� SUH�DGGUHVVHG� UHSO\�HQYHORSHV�ZHUH�SURYLGHG�ZLWK� WKH� ILUVW� UHTXHVW�DQG� WKH� VHFRQG� UHPLQGHU�� 'HWDLOV� RI� WKH� RYHUDOO� UHVSRQVH� UDWHV� DUH� SURYLGHG� LQ� 7DEOH� ����DERYH��7KRVH�FRPSDQLHV�ZKLFK� UHVSRQGHG�SRVLWLYHO\�DUH�KLJKOLJKWHG� LQGLYLGXDOO\ LQ�EROG� LQ�$SSHQGL[��� �%HQHOX[�DQG�*HUPDQ�FRPSDQLHV���2I� WKH����%HQHOX[�DQG�*HUPDQ�FRPSDQLHV��������UHVSRQGHG�SRVLWLYHO\��IRU�WKH�ODUJHU�VDPSOH�RI�����FRPSDQLHV�WKH�RYHUDOO�UHVSRQVH�UDWH�ZDV��������
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7DEOH����5HVSRQVHV�WR�TXHVWLRQQDLUH�WR�FRPSDQLHV�E\�LQGXVWU\�VHFWRU�DQG�FRXQWU\�UHJLRQ&RXQW\�5HJLRQ 7RWDO�³\HV´ 6HFWRU�� 6HFWRU�� 6HFWRU� 6HFWRU�� 6HFWRU�� 6HFWRU�� 6HFWRU�� 6HFWRU��%HQHOX[ �� � � � � � � � �*HUPDQ\ �� � � � � � � � �6XE�WRWDO �� � � � � � � � �1RUGLF �� � � � � � � � �6ZLW]HUODQG �� � � � � � � � �8. �� � � � � � � � �6XE�WRWDO �� � �� � � � � � �7RWDOV �� �� �� �� �� �� �� � �
1RWHV��6HFWRU��� �FKHPLFDOV��VHFWRU��� �H[WUDFWLYH��VHFWRU��� �PHFK��HQJ��	�PHWDOOXUJ\���� �HQHUJ\�XWLOLWLHV���� �EDQNV�	�LQVXUDQFH���� �FRQVXPHU�JRRGV���� �WUDYHO��WRXULVP�	�WUDQVSRUW�VHUYLFHV��DQG��� �UHWDLO�	�OHLVXUH7DEOH�����DERYH�VXPPDULVHV�WKH�UHVSRQVH�UDWHV�E\�LQGXVWU\�VHFWRU��7KH�QXPEHU�RI�UHVSRQVHV�LQ� UHODWLRQ� WR� LQGLYLGXDO� LQGXVWU\� VHFWRUV� LV� QHYHU� KLJKHU� WKDQ� ILYH�� OLPLWLQJ� WKH� GHJUHH� WR�ZKLFK�WKH�UHVXOWV�FDQ�EH�UHOLHG�XSRQ�WR�SURYLGH�D�YDOLG�UHSUHVHQWDWLRQ�RI�HDFK�LQGXVWU\�VHFWRU��$V�D�UHVXOW��WKH�GLVFXVVLRQ�DQG�DQDO\VLV�LQ�&KDSWHUV���DQG����LV�UHVWULFWHG�WR�UHVXOWV�REWDLQHG�DW�WKH�DJJUHJDWH�OHYHO�RI�WKH�HQYLURQPHQWDOO\�VHQVLWLYH��(6��VHFWRUV��VHFWRUV���WR����DQG�WKH�OHVV�HQYLURQPHQWDOO\�VHQVLWLYH��/(6��VHFWRUV��VHFWRUV���WR����RQO\��0RUH�UHSUHVHQWDWLYH�UHVXOWV�DUH�KRZHYHU� SRVVLEOH� DW� D� FRXQWU\� OHYHO�� 3RVLWLYH� TXHVWLRQQDLUH� UHVSRQVHV� ZHUH� SURYLGHG� E\� D�YDULHW\�RI�FRUSRUDWH�SHUVRQQHO��7DEOH������EHORZ��
7DEOH�����5HVSRQVHV�WR�FRPSDQ\�TXHVWLRQQDLUH�E\�SRVLWLRQ�RI�UHVSRQGHU&RXQWU\�5HJLRQ 7RWDO 0%' *(& (0 &&)2 (5 (($ 1'
%HQHOX[ �� � � � � � � �*HUPDQ\ �� � � � � � � �6XE�WRWDO �� � � �� � � � �3HUFHQWDJHV�� ��� ��� ���� ���� ��� ���� ��� �1RUGLF �� �� � � � � � �6ZLW]HUODQG �� � � � � � � �8. �� � � � � � � �7RWDOV �� �� �� �� � �� � �3HUFHQWDJHV�� ��� ���� ���� ���� ��� ���� ��� ���

1RWHV�� :KHUH� 0%'�  � 0DLQ� ERDUG� GLUHFWRU� UHVSRQVLEOH� IRU� (QYLURQPHQW�+6(�� *(&�  � *URXS�(QYLURQPHQW�+6	(� 2IILFHU� &RRUGLQDWRU�� (0�  � (QYLURQPHQWDO� �RU� 6RFLDO� $IIDLUV�� 0DQDJHU�� &&)2�  �&KDLUPDQ�� &)2� RU� *URXS� 6HFUHWDU\� *HQHUDO�� (5�  � ([WHUQDO� 5HODWLRQV�&RPPXQLFDWLRQV�0DUNHWLQJ�'LUHFWRU�'HSW���(($� �([WHUQDO�(QYLURQPHQWDO�$GYLVHU��1'� �1RW�GLVFORVHG�



5HVHDUFK�GHVLJQ�DQG�PHWKRG

���

,Q� WKH� FDVH� RI� WKH� ���%HQHOX[� DQG�*HUPDQ� UHVSRQGHQWV�� WKH� KLJKHVW� SHUFHQWDJH� RI� SRVLWLYH�UHSOLHV� ZHUH� SURYLGHG� E\� PDLQ� ERDUG� GLUHFWRUV�� JURXS� HQYLURQPHQWDO� FRRUGLQDWRUV� RU�PDQDJHUV�ZLWK�HQYLURQPHQWDO�H[SHUWLVH�RU�UHVSRQVLELOLW\�����UHVSRQVHV��L�H����������'LUHFWRUV�RI� RU� PDQDJHUV� ZLWKLQ� WKH� FRUSRUDWH� H[WHUQDO� UHODWLRQV�� FRPPXQLFDWLRQV� RU� PDUNHWLQJ�GHSDUWPHQWV��SURYLGHG�D�IXUWKHU�����RI�UHVSRQVHV� ,QWHUHVWLQJO\��LQ�WZR�FDVHV��WKH�UHVSRQVHV�ZHUH� SURYLGHG� E\� DQ� H[WHUQDO� HQYLURQPHQWDO� FRQVXOWDQW�� VXJJHVWLQJ� WKDW� WKH� FRPSDQLHV�FRQFHUQHG� ZHUH� UHOLDQW� RQ� H[WHUQDO� UDWKHU� LQWHUQDO� H[SHUWLVH� LQ� UHODWLRQ� WR� HQYLURQPHQWDO�PDWWHUV���
�LL� 0DLOHG�TXHVWLRQQDLUH�WR�HQYLURQPHQWDO�QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQV��(1*2V�)RU� WKH� UHDVRQV� VHW� RXW� DERYH�� D�TXHVWLRQQDLUH�ZDV� DOVR�GHYHORSHG� WR�REWDLQ� LQIRUPDWLRQ� LQ�UHODWLRQ� WR� WKH� YLHZV� DQG� DFWLYLWLHV� RI� (1*2V�� ,Q�&KDSWHU� ��� OHJLWLPDF\� WKHRU\� �2/7��ZDV�XVHG� WR� H[SORUH� WKH� LQIOXHQFH� RI� (1*2V� RQ� WKH� GLVFORVXUH� DQG� UHSRUWLQJ� EHKDYLRXU� RI�FRPSDQLHV��7KH�EDVLF�SUHPLVH�XQGHUO\LQJ�2/7�LQ�WKLV�FRQWH[W� LV� WKDW�(1*2V��DV�RQH�RI�WKH�µUHOHYDQW� SXEOLFV¶� ZKLFK� UHIOHFW� DQG� DFW� RQ� EHKDOI� RI� WKH� LQWHUHVWV� RI� VRFLHW\� DV� D� ZKROH��UHSUHVHQW�D�FKDOOHQJH�WR�WKH�VRFLDO�OHJLWLPDF\�RI�EXVLQHVV�RUJDQL]DWLRQV��7KH�H[WHQW�WR�ZKLFK�WKH�DFWLRQV�DQG�DFWLYLWLHV�RI� WKH�ODWWHU�DUH�RXW�RI�VWHS�ZLWK�WKH�YLHZV��DWWLWXGHV�DQG�QRUPV�RI�VRFLHW\��DV�UHIOHFWHG�WKURXJK�(1*2V��UHSUHVHQWV�D�OHJLWLPDF\�JDS��&('�UHSUHVHQWV�RQH�RI�WKH�WRROV� DYDLODEOH� WR� PDQDJHPHQW� WR� UHGXFH� WKLV� JDS� WKURXJK�� LQWHU� DOLD�� PDQLSXODWLQJ� WKH�SHUFHSWLRQV� RI� VRFLHW\�� 7KXV�� 2/7� SRVLWV� WKDW� WKH� SHUFHSWLRQV� RI� (1*2V� �LQ� UHODWLRQ� WR�EXVLQHVV¶� HQYLURQPHQWDO� VHQVLWLYLW\� DQG� HQYLURQPHQWDO� SHUIRUPDQFH�� DQG� WKH� DFWLYLWLHV� RI�(1*2V� �LQ� UHODWLRQ� WR� HQYLURQPHQWDO� FDPSDLJQV�� DUH� DVVRFLDWHG� ZLWK� YDULDWLRQV� LQ� &('�DFURVV�ILUPV��7KH�IRUPDW�RI�WKH�TXHVWLRQQDLUH�WR�(1*2V�ZDV�EDVHG�RQ�WKH�TXHVWLRQQDLUH�WR�FRPSDQLHV�XVHG�LQ� WKH� SUHVHQW� VWXG\�� DLGHG� E\� WKH� ZRUN� RI� SULRU� &65� UHVHDUFKHUV� LQ� WKLV� SDUWLFXODU� DUHD��QRWDEO\�� 'HHJDQ� DQG� *RUGRQ�� ������ 7LOW�� ��������� 7KH� TXHVWLRQQDLUH� WR� (1*2V� ZDV�VWUXFWXUHG� DV� IROORZV�� 3DUW� ,� VROLFLWHG� UXGLPHQWDU\� EDFNJURXQG� LQIRUPDWLRQ� LQFOXGLQJ� WKH�SRVLWLRQ� ZLWKLQ� WKH� RUJDQL]DWLRQ� RI� WKH� SHUVRQ� FRPSOHWLQJ� WKH� TXHVWLRQQDLUH�� WKH� \HDU� WKH�(1*2�ZDV�IRUPHG�DQG�FXUUHQW�PHPEHUVKLS��7KH�UHPDLQLQJ�TXHVWLRQV�ZHUH�SUHVHQWHG�XVLQJ�HLWKHU� D� VLPSOH� UDQN�RUGHU� ILYH� RU� VHYHQ�SDUW� /LNHUW� VFDOH� RU� ³\HV�QR´�W\SH� IRUPDW�� DV�DSSURSULDWH��3DUW�,,�VRXJKW�WR�REWDLQ�WKH�(1*2¶V�SHUFHSWLRQV�RI�WKH�HQYLURQPHQWDO�VHQVLWLYLW\�RI� WKH�HLJKW� LQGXVWU\� VHFWRUV� LQFOXGHG� LQ� WKH� VWXG\� �VHH�$SSHQGL[�����7KHVH� LQGXVWU\�JURXSV�ZHUH� SUHVHQWHG� LQ� DOSKDEHWLFDO� RUGHU� WR� DYRLG� DQ\� SUH�GHWHUPLQHG� YDOXHV���� $Q� DOPRVW�LGHQWLFDO� TXHVWLRQ� ZDV� LQFOXGHG� LQ� WKH� TXHVWLRQQDLUH� WR� FRPSDQLHV�� WKXV� SURYLGLQJ� WZR�DOWHUQDWLYH� DQG� LQGHSHQGHQW� PHDVXUHPHQWV� RI� LQGXVWU\� HQYLURQPHQWDO� VHQVLWLYLW\�� 3DUW� ,,,�DVNHG� WKH�(1*2� WR� LQGLFDWH�� XVLQJ� D� UDQN�RUGHU� /LNHUW� VFDOH�� WKH� HQYLURQPHQWDO� UHSXWDWLRQ��³HFR�UDWLQJ´��RI�WKH�VDPSOH�FRPSDQLHV��)RU�WKHVH�SXUSRVHV��D�GHFLVLRQ�ZDV�WDNHQ�WR�LQFOXGH�RQO\�FRPSDQLHV�ZKRVH�KRPH�FRXQWU\�LV�WKH�VDPH�DV�WKDW�RI�WKH�(1*2��7KXV��%HOJLDQ�(1*2V�ZHUH�DVNHG�WR�FRPPHQW�RQO\�RQ�%HOJLXP�FRPSDQLHV��7KLV�DSSURDFK�ZDV�MXGJHG�DSSURSULDWH�JLYHQ� WKDW� �L�� QDWLRQDO�(1*2V�PLJKW�EH� H[SHFWHG� WR�EH�PRUH� IDPLOLDU�ZLWK� WKH� DFWLRQV� DQG�DFWLYLWLHV� RI� FRPSDQLHV� KHDGTXDUWHUHG� LQ� WKDW� FRXQWU\�� DQG� KHQFH� WKHLU� UHVSRQVHV�ZRXOG� EH�PRUH�UHOLDEOH�DQG��LL��LQ�RUGHU�WR�UDQN�D�FRPSDQ\¶V�HQYLURQPHQWDO�UHSXWDWLRQ��WKH�UHVSRQGHQWV�PXVW�EH�LQ�D�SRVLWLRQ�WR�KDYH�GHWDLOHG�LQIRUPDWLRQ�DERXW�WKH�FRPSDQLHV�LQ�WKH�VDPSOH��$EERWW�DQG� 0RQVHQ�� ������� 3DUW� ,9� VROLFLWHG� LQIRUPDWLRQ� RQ� WKH� H[WHQW� WR� ZKLFK� DQ� (1*2� KDG�FRQGXFWHG� HQYLURQPHQWDO� FDPSDLJQV� WR� HQFRXUDJH�� FKDOOHQJH� RU� GHPRQVWUDWH� DJDLQVW� HDFK�
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LQGXVWU\�JURXS¶V�EXVLQHVV�DFWLYLWLHV��3DUW�9�DVNHG�HDFK�(1*2�WR�LQGLFDWH�ERWK�WKH�H[WHQW�WR�ZKLFK� LW� VRXJKW� WR� LQIOXHQFH� FRUSRUDWH� HQYLURQPHQWDO� GLVFORVXUH� DQG� UHSRUWLQJ� WKURXJK� WKH�SXEOLF� SROLF\� DUHQD� DQG� WKH� H[WHQW� WR� ZKLFK� LW� H[DPLQHG� RU� UHYLHZHG� VXFK� GLVFORVXUH� DQG�UHSRUWLQJ��/RJLFDOO\��LI�FRUSRUDWH�GLVFORVXUH�DQG�UHSRUWLQJ�LV�LQWHQGHG�WR�LQIOXHQFH�RU�UHVSRQG�WR�WKH�EHKDYLRXU�RI�RWKHU�VHFWLRQV�RI�VRFLHW\��VXFK�UHSRUWLQJ�PXVW�DW�OHDVW�EH�NQRZQ�WR�WKRVH�RWKHU� VHFWLRQV� RI� VRFLHW\�� 5HIHUHQFH� WR� WKH� RYHUDOO� UHVXOWV� RI� WKHVH� TXHVWLRQV� LV� PDGH� LQ�&KDSWHUV���DQG����3ULRU�WR�EHLQJ�DEOH�WR�VHQG�WKH�TXHVWLRQQDLUH��LW�ZDV�QHFHVVDU\�WR�LGHQWLI\��DV�IDU�DV�SRVVLEOH��WKH�SRSXODWLRQ�RI�(1*2V�LQ�HDFK�FRXQWU\��,QLWLDO�LQYHVWLJDWLRQV��KRZHYHU��IDLOHG WR�LGHQWLI\�D�VLQJOH��UHOLDEOH�DQG�XS�WR�GDWH�VRXUFH�UHIHUHQFH�IRU�(XURSHDQ�HQYLURQPHQWDO�RUJDQL]DWLRQV��$�GHFLVLRQ� ZDV� WKHUHIRUH� WDNHQ� WR� HVWDEOLVK� D� GDWDEDVH� RI� (1*2V� �KHUHDIWHU�� ³WKH� (1*2�GDWDEDVH´��RQ�D�FRXQWU\�E\�FRXQWU\�EDVLV��WKLV�ZRUN�EHLQJ�XQGHUWDNHQ�E\�WKH�DXWKRU�RYHU�WKH�SHULRG� 2FWREHU� WR� 'HFHPEHU� �������� $Q� LQWHUQDWLRQDO� GLUHFWRU\� RI� HQYLURQPHQWDO� JURXSV��(QYLURQPHQW� (QF\FORSDHGLD� DQG� 'LUHFWRU\� ������ $� :RUOG� 6XUYH\ ������� �KHUHDIWHU�� ³WKH�'LUHFWRU\´��ZDV�XVHG�DV�WKH�PDLQ�VRXUFH�IRU�VHOHFWLQJ�WKH�VDPSOH�RI�(1*2V�RQ�WKH�EDVLV�WKDW��DW� WKH� WLPH�� LW� ZDV� FRQVLGHUHG� WR� EH� WKH� PRVW� FRPSUHKHQVLYH� UHIHUHQFH� IRU� HQYLURQPHQWDO�RUJDQL]DWLRQV� LQ� (XURSH���� +RZHYHU�� WKH� 'LUHFWRU\� ZDV� IRXQG� WR� EH� ERWK� RXW� RI� GDWH� DQG�LQFRPSOHWH�DQG�WKXV�PRUH�GHWDLOHG�FKHFNV�ZHUH�FDUULHG�RXW�XVLQJ�RWKHU�VRXUFHV��LQFOXGLQJ�WKH�,QWHUQHW��7ZR�RWKHU� LVVXHV�DOVR�EHFDPH�DSSDUHQW�GXULQJ� WKH�FRXUVH�RI� VHWWLQJ�XS� WKH�(1*2�GDWDEDVH��)LUVWO\��LW�LV�GLIILFXOW�WR�FODVVLI\�(1*2V�DV�WKH\�DUH�FRPSOH[�LQ�QDWXUH�DQG�FRPH�LQ�D�YDULHW\� RI� GLIIHUHQW� IRUPV� �9DQ�+HHUHQ�� ������� $OWKRXJK� SULRU� &65� UHVHDUFK� LV� RI� KHOS� LQ�GHILQLQJ�WKH�W\SH�RI�(1*2�WR�EH�XVHG�LQ�WKH�VWXG\��FRQVLGHUDEOH�WLPH�ZDV�UHTXLUHG�WR�DVVHVV�ZKHWKHU� RU� QRW� HDFK� (1*2� PHW� WKH� FRQGLWLRQV� IRU� LQFOXVLRQ� LQ� WKH� VWXG\� �VHH� EHORZ���6HFRQGO\��WKH�,QWHUQHW�KDV�EURXJKW�DERXW�D�UDGLFDO�FKDQJH�LQ�WKH�ZD\�LQ�ZKLFK�HQYLURQPHQWDO�PRYHPHQWV�� QHWZRUNV� DQG� DOOLDQFHV� FRPPXQLFDWH� ERWK� DPRQJVW� WKHPVHOYHV� DQG�ZLWK� RWKHU�VHFWLRQV� RI� VRFLHW\���� 7KXV�� WKH� WDVN� RI� LGHQWLI\LQJ� DQG� FODVVLI\LQJ� DQ� (1*2� DV� EHLQJ�UHOHYDQW�QRW�UHOHYDQW�WR�WKH�SUHVHQW�VWXG\�ZDV�IDU�IURP�HDV\��7KH�ILUVW�VWHS�LQ�WKLV�SURFHVV�ZDV�WR�GHILQH�DQ�(1*2��9DQ�+HHUHQ��������SS�������IRU�H[DPSOH��FODVVLILHV�WKH�ZLGHU�SRSXODWLRQ�RI�HQYLURQPHQWDO�DQG�GHYHORSPHQW�RUJDQL]DWLRQV�LQWR�WKH�IROORZLQJ�JURXSV��L� WKH�QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQ��1*2��FRPPXQLW\��ZKLFK�LQFOXGHV��DOOLDQFHV�DQG�SODWIRUPV��ZRUNLQJ�JURXSV��QDWLRQDO�FDPSDLJQV��LQWHUQDWLRQDO�FR�RSHUDWLRQ��HQYLURQPHQWDO�RUJDQL]DWLRQV��GHYHORSPHQW�RUJDQL]DWLRQV��ZRPHQ¶V�RUJDQL]DWLRQV��\RXWK�RUJDQL]DWLRQV��VRFLDO�MXVWLFH�RUJDQL]DWLRQV��DOWHUQDWLYH�WUDGH�RUJDQL]DWLRQV��DOWHUQDWLYH�PHGLD���LL� VSHFLDO�LQWHUHVW�JURXSV��ZKLFK�LQFOXGHV��WUDGH�XQLRQV��FRQVXPHU�RUJDQL]DWLRQV��IDUPHUV¶�RUJDQL]DWLRQV��LLL� UHVHDUFK�DQG�HGXFDWLRQ�LQVWLWXWHV��LY� FRQVXOWDQF\�DJHQFLHV��DQG��Y� SULYDWH�GHYHORSPHQW�DJHQFLHV��)RU� WKH� SXUSRVHV� RI� WKH� SUHVHQW� VWXG\�� WKH� WHUP�(1*2� LV� UHVWULFWHG� WR� WKRVH� RUJDQL]DWLRQV�ZKLFK�IDOO�ZLWKLQ�LWHP��L���WKH�1*2�FRPPXQLW\��7KLV�JURXSV�UHSUHVHQWV�RQH�RI�WKH�µUHOHYDQW�SXEOLFV¶� UHIHUUHG� WR� LQ�&KDSWHU� �� XQGHU�2/7� DQG�� IURP� WKLV� SHUVSHFWLYH�� RQH�ZKLFK�� WR� WKH�H[WHQW�LW�LV�IXQGHG�DQG�VXSSRUWHG��UHIOHFWV�WKH�YDOXHV��QRUPV��DWWLWXGHV�DQG�EHOLHIV�RI�D�VRFLHW\�LQ�UHODWLRQ�WR�VRFLDO�MXVWLFH�DQG�HQYLURQPHQWDO�SURWHFWLRQ�LVVXHV��&DPSEHOO��������'HHJDQ�DQG�
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*RUGRQ�� ������ *UD\� HW� DO��� ������ *XWKULH� DQG� 3DUNHU�� ������ 3DWWHQ�� ������� :LWKLQ� WKLV�FRPPXQLW\�� 9DQ� +HHUHQ� ������� S����� GHILQHV� 1*2V� DV� ³«� RUJDQL]DWLRQV� WKDW� LGHQWLI\�WKHPVHOYHV�ZLWK�VRFLDO�PRYHPHQWV«�>6XFK@�PRYHPHQWV�DUH�FRPSOH[�E\�QDWXUH�DQG�KDUG�WR�FODVVLI\�´� ,Q� UHODWLRQ� WR�9DQ�+HHUHQ¶V� ODWWHU�SRLQW��ERWK�'HHJDQ�DQG�*RUGRQ��������DQG�7LOW�������� SURYLGH� XVHIXO� SUDFWLFDO� JXLGDQFH� RQ� WKH� VHOHFWLRQ� RI� (1*2V�� 'HHJDQ� DQG�*RUGRQ�������� LGHQWLILHG� ��� µDSSURSULDWH¶� $XVWUDOLDQ� HQYLURQPHQWDO� RUJDQL]DWLRQV� RQ� WKH� EDVLV� RI�YDULRXV� VHOHFWLRQ� FULWHULD�� VSHFLI\LQJ� WKDW� VXFK� RUJDQL]DWLRQV�PXVW�� �L�� GHDO�ZLWK� WKH� QDWXUDO�HQYLURQPHQW�DV�RSSRVHG�WR�WKH�EXLOW�XS�RU�QRQ�QDWXUDO�HQYLURQPHQW���LL��XQGHUWDNH�DFWLYLWLHV�RI� D� OREE\LQJ� QDWXUH� WKDW� LPSRVH� HQYLURQPHQWDO� SUHVVXUHV� RQ� FRPSDQLHV� DQG� JRYHUQPHQW�UHJXODWRUV��DQG��LLL��GHDO�ZLWK�QDWLRQDO�HQYLURQPHQWDO�LVVXHV�DQG�FRPSDQLHV����7LOW���������LQ�KHU� VWXG\� RI� WKH� LQIOXHQFH� RI� H[WHUQDO� SUHVVXUH� JURXSV� RQ� FRUSRUDWH� VRFLDO� GLVFORVXUH��LGHQWLILHG� ���� RUJDQL]DWLRQV� LQ� SXEOLF� OLVWLQJV� �KHU� VRXUFHV� ZHUH� QRW� UHYHDOHG�� RI� VRFLDO�SUHVVXUH�JURXSV�LQ�$XVWUDOLD��7LOW¶V�OLVW�H[FOXGHG KLJKO\�VSHFLDOLVHG�LQWHUHVW�JURXSV��LQFOXGLQJ�ELUG�ZDWFKHUV��JHRORJLVWV��HWF���RQ�WKH�JURXQGV�WKDW��L��WKH�LQIRUPDWLRQ�FRQWDLQHG�LQ�FRPSDQ\�DQQXDO�UHSRUWV�LV�WRR�JHQHUDOLVHG�DQG�LPSUHFLVH WR�EH�RI�GLUHFW�LQWHUHVW�WR�VXFK�JURXSV�DQG��LL��VXFK�JURXSV�DUH�XQOLNHO\�WR�KDYH�RU�DWWHPSW�WR�KDYH�YHU\�PXFK�LQIOXHQFH�RYHU�FRPSDQLHV�LQ�JHQHUDO�� ,WHP� �L�� XQGHU� 'HHJDQ� DQG� *RUGRQ¶V� FULWHULD� �VHH� DERYH��� VHHPV� MXVWLILHG� LQ� WKH�FRQWH[W�RI�D�VWXG\�RI�HQYLURQPHQWDO�GLVFORVXUHV��,WHP��LL��LV�LPSRUWDQW�JLYHQ�WKDW��XQGHU�2/7��(1*2V�DUH�RQH�RI�WKH�µUHOHYDQW�SXEOLFV¶�WKURXJK�ZKLFK�VRFLHW\�LPSRVHV�LWV�YDOXHV��QRUPV�DQG�DWWLWXGHV� RQ� EXVLQHVV� RUJDQL]DWLRQV�� 7KXV�� IRFXVLQJ� RQ� (1*2V� ZKLFK� DUH� LQYROYHG� LQ�FDPSDLJQ�DFWLYLWLHV�GLUHFWHG�DW�EXVLQHVV�RUJDQL]DWLRQV�QRW�RQO\�SURYLGHV�D�PRUH�UHSUHVHQWDWLYH�LQGLFDWLRQ� RI� VRFLHW\¶V� YDOXHV�� QRUPV� DQG�DWWLWXGHV� LQ� WKH� VSHFLILF� FRQWH[W�RI� HQYLURQPHQWDO�LVVXHV� EXW� DOVR� RI� WKH� VRFLDO� SUHVVXUHV� ZKLFK� VRFLHW\�� WKURXJK� (1*2V�� EULQJV� WR� EHDU� RQ�EXVLQHVV�RUJDQL]DWLRQV�LQ�UHODWLRQ�WR�WKRVH�LVVXHV��$�VSHFLILF�TXHVWLRQ�ZDV�WKHUHIRUH�LQFOXGHG�LQ�WKH�TXHVWLRQQDLUH�WR�LGHQWLI\�(1*2V�ZKLFK�FRQGXFWHG�HQYLURQPHQWDO�FDPSDLJQV��,WHP��LLL��LV�DOVR�UHOHYDQW�JLYHQ�WKDW�WKH�YDOXHV��DWWLWXGHV�DQG�QRUPV�RI VRFLHW\�YDU\�IURP�RQH�FRXQWU\� WR� DQRWKHU� �+RIVWHGH�� ������ ������ DQG� WKXV�� DFFHSWLQJ� WKH� DUJXPHQW� VHW� RXW� XQGHU�2/7� �&KDSWHU� ���� ERWK� WKH� HQYLURQPHQWDO� LVVXHV� ZKLFK� DUH� DGGUHVVHG� E\� (1*2V� DQG� WKH�EHKDYLRXU�RI�EXVLQHVV�RUJDQL]DWLRQV�DUH�OLNHO\�WR�YDU\�LQ�WKH�VDPH�ZD\��,QWHUQDWLRQDO�(1*2V�ZKLFK�GHDO�RQO\�ZLWK�VXSUD�QDWLRQDO�HQYLURQPHQWDO�LVVXHV�RXWVLGH�RI�D�QDWLRQDO�FRQWH[W�ZHUH�WKHUHIRUH� H[FOXGHG� IURP� WKH� VWXG\���� )RFXVLQJ� RQ� (1*2V� ZKLFK� GHDO� ZLWK� QDWLRQDO�HQYLURQPHQWDO�LVVXHV�LV�DOVR�UHOHYDQW�LQ�WKH�FRQWH[W RI�WKH�VRFLDO�SUHVVXUHV�DUJXPHQW��WKH�UHDO�LPSDFW� RI� WKH� DFWLYLWLHV�RI�1*2V� WDNLQJ�SODFH�DW� WKH�QDWLRQDO� UDWKHU� WKDQ� LQWHUQDWLRQDO� OHYHO��*UD\�HW� DO��� �������7LOW¶V� DSSURDFK� RI� HOLPLQDWLQJ�KLJKO\� VSHFLDOLVHG� LQWHUHVW� JURXSV�ZRXOG�DOVR�VHHP�WR�EH�YDOLG�LQ�WKH�FRQWH[W�RI�WKH�SUHVHQW�VWXG\���%DVHG�RQ�SULRU�UHVHDUFK��'HHJDQ�DQG�*RUGRQ��������7LOW��������9DQ�+HHUHQ���������YDULRXV�W\SHV�RI�(1*2V�ZHUH�WKHUHIRUH�H[FOXGHG�IURP�WKH�VWXG\� 8VLQJ�WKH�GHFLVLRQ�UXOHV�GHVFULEHG�DERYH��DQ�LQLWLDO�OLVW�RI�UHOHYDQW��DV�GHILQHG��(1*2V�ZDV�SURGXFHG�IRU�HDFK�FRXQWU\�IURP�WKH�'LUHFWRU\� RI� (1*2V����$OWKRXJK� WKHUH� LV� QR� JXDUDQWHH� WKDW� DOO� UHOHYDQW�(1*2V�KDYH� EHHQ�LQFOXGHG� LQ� WKH� VWXG\�� LW� VHHPV� UHDVRQDEOH� WR� VXJJHVW� WKDW� WKH� PDLQ� RQHV� ZHUH� LGHQWLILHG�WKURXJK� WKH� SURFHGXUHV� GHVFULEHG���� 7KH� ILQDO� OLVW� RI� ����%HQHOX[� DQG�*HUPDQ�(1*2V�� DV�ZHOO�DV�����1RUGLF��6ZLVV�DQG�8.�(1*2V��ZDV�FRPSOHWHG�LQ�'HFHPEHU���������7KLV�OLVW�ZDV�XVHG�DV�WKH�SULPH�GDWDEDVH�(1*2V�IRU�WKH�SXUSRVHV�RI�TXHVWLRQQDLUH�FLUFXODULVDWLRQ��&RSLHV�RI� WKH�TXHVWLRQQDLUHV�ZHUH�VHQW� WR�DOO�����(1*2V� LQ�0DUFK������� WRJHWKHU�ZLWK�D�FRYHULQJ�



5HVHDUFK�GHVLJQ�DQG�PHWKRG

���

OHWWHU�LQ�'XWFK��(QJOLVK��)UHQFK�RU�*HUPDQ��DV�DSSURSULDWH��IRU�UHDVRQV�RI�WLPH�DQG�UHVRXUFH�FRQVWUDLQWV�� WKH� TXHVWLRQQDLUH� ZDV� ZULWWHQ� LQ� (QJOLVK� RQO\��� )LUVW� UHPLQGHUV� DQG� VHFRQG�UHPLQGHUV�ZHUH� VHQW� RXW� GXULQJ� WKH�PRQWKV� RI� -XO\� DQG�1RYHPEHU� ������ UHVSHFWLYHO\�� 7KH�RYHUDOO�UHVSRQVH�UDWHV�DUH�VXPPDULVHG�LQ�7DEOH������
7DEOH�����5HVSRQVHV�WR�(1*2�TXHVWLRQQDLUH�E\�FRXQWU\&RXQWU\ 6DPSOH�1R�� 3RVLWLYH5HVSRQVHV ��� 1HJDWLYH�UHVSRQVHV ��� 1RQ�UHSOLHV ���
%HOJLXP �� �� ���� � ��� �� ����/X[HPERXUJ � � ���� � ��� � ����1HWKHUODQGV �� �� ���� � ���� � ����*HUPDQ\ �� � ���� � ���� �� ����6XE�WRWDO�$ ��� �� ���� �� ���� �� ����'HQPDUN �� � ���� � ��� � ����)LQODQG �� � ���� � ��� � ����1RUZD\ �� � ���� � ���� � ����6ZHGHQ �� � ���� � ���� �� ����6ZLW]HUODQG �� �� ���� � ���� �� ����8. �� �� ���� �� ���� �� ����6XE�WRWDO�% ��� �� ���� �� ���� �� ����*UDQG�WRWDOV ��� �� ���� �� ���� ��� ����
,Q�UHODWLRQ�WR�WKH�%HQHOX[�DQG�*HUPDQ�FRXQWULHV��WKH�RYHUDOO�UHVSRQVH�UDWH�ZDV��������7DEOH��������ZLWK�YDULDWLRQV�EHWZHHQ�FRXQWULHV�UDQJLQJ�IURP�D�ORZ�RI�������LQ�WKH�FDVH�RI�%HOJLXP�WR� ������ LQ� WKH� FDVH� RI� WKH� 1HWKHUODQGV�� 2YHUDOO�� ��� XVHDEOH� UHVSRQVHV� ZHUH� UHFHLYHG���������� 7KHVH� YDULDWLRQV� PLUURU� GLIIHUHQFHV� LQ� WKH� QXPEHU� RI� (1*2V� LGHQWLILHG� IRU� HDFK�FRXQWU\��ZLWK�WKH�8.�����(1*2V��DQG�%HOJLXP������KDYLQJ�WKH�KLJKHVW�DEVROXWH�QXPEHUV��
7DEOH�����5HVSRQVHV�WR�(1*2�TXHVWLRQQDLUH�E\�SRVLWLRQ�RI�UHVSRQGHU&RXQWU\�5HJLRQ 7RWDO &39 *6�0' ' &�,& 6�( 2WKHU 1RW�JLYHQ%HQHOX[ �� � � � �� � � �*HUPDQ\ � � � � � � � �6XE�WRWDO �� � � � �� � � �3HUFHQWDJHV ����� ���� ���� ���� ���� ��� ���� �1RUGLF �� � � � � � � �6ZLW]HUODQG �� � � � � � � �8. �� � � � � � � �7RWDOV �� �� �� �� �� � �� �3HUFHQWDJHV ����� ���� ���� ���� ���� ��� ���� ���1RWHV��:KHUH�&39� �&KDLUPDQ�3UHVLGHQW�RU�9LFH�3UHVLGHQW��*6�0'� �*HQHUDO�6HFUHWDU\��0DQDJLQJ�'LUHFWRU��'� �'LUHFWRU��H�J��&RQVHUYDWLRQ���&�,&� �,QWHUQDWLRQDO�&RRUGLQDWRU�&RRUGLQDWRU��6�(� �6FLHQWLVW��(QJLQHHU�
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7KH�UHODWLYHO\�KLJK�QXPEHU�RI�%HOJLDQ�(1*2V�PD\�SHUKDSV�EH�H[SODLQHG�E\�WKH�IDFW�WKDW�WKH�VHDWV� RI� (XURSHDQ� SROLWLFDO� SRZHU�� QRWDEO\ WKH� (XURSHDQ� 3DUOLDPHQW� DQG� WKH� (XURSHDQ�&RPPLVVLRQ��DUH�EDVHG� LQ�%UXVVHOV�DQG��DV�ZLWK�PDQ\�RWKHU�RUJDQL]DWLRQV�DQG�DVVRFLDWLRQV��FORVH� SUR[LPLW\� WR� WKHVH� SRZHU� EDVHV� PD\� EH� SHUFHLYHG� DV� LPSRUWDQW� LQ� WHUPV� RI� WKHLU�UHVSHFWLYH�OREE\LQJ�DQG�FDPSDLJQ�DFWLYLWLHV��,Q�WKH�FDVH�RI�WKH�%HQHOX[�DQG�*HUPDQ�(1*2V����� RI� WKH� ��� �������� UHVSRQVHV� ZHUH� SURYLGHG� E\� RIILFHUV� KROGLQJ� D� VHQLRU� PDQDJHPHQW�SRVLWLRQ� �WKH� ILUVW� WKUHH� FROXPQV� RQ� WKH� OHIW� RI� 7DEOH� ����� DERYH��� )RU� WKH�ZLGHU�(XURSHDQ�VDPSOH�� ������ RI� UHVSRQVHV�ZHUH� SURYLGHG� E\� RFFXSLHUV� RI� D� VHQLRU�PDQDJHPHQW� SRVLWLRQ��7KXV�� LW� VHHPV� UHDVRQDEOH� WR� VXJJHVW� WKDW� WKH� UHVSRQVHV� UHIOHFW� WKH� UHTXLUHG� GHJUHH� RI�DXWKRULW\�DQG�DXWKHQWLFLW\�LQ�WHUPV�RI�WKH�SROLFLHV��YLHZV�DQG�DFWLYLWLHV�RI�WKH�RUJDQL]DWLRQ�DV�D�ZKROH�
���� 1RQ�UHVSRQVH�ELDV1RQ�UHVSRQVH� ELDV� UHIHUV� WR� WKH� ELDV� ZKLFK� LV� LQWURGXFHG� LQWR� WKH� LQIHUHQFHV� GUDZQ� IURP�UHVSRQVHV� WR�PDLOHG�TXHVWLRQQDLUHV�GXH�WR�WKH�SUHVHQFH�RI�D� ODUJH�SURSRUWLRQ�RI� WKRVH�LQ� WKH�VDPSOH� ZKR� IDLO� WR� UHWXUQ� WKH� TXHVWLRQQDLUH� �:DOODFH� DQG� 0HOORU�� ������� $V� VXFK��TXHVWLRQQDLUH�QRQ�UHVSRQVH�ELDV�LV�D�SKHQRPHQRQ�DVVRFLDWHG�ZLWK�WKH�JHQHUDOO\�SRRU�UHVSRQVH�WR� PDLOHG� TXHVWLRQQDLUHV� DQG�� LQ� VHYHUH� FDVHV�� PD\� UHQGHU� LQIHUHQFHV� ZRUVH� WKDQ� XVHOHVV��:DOODFH� DQG� 0HOORU�� ��������� +RZHYHU�� 0RVHU� DQG� .DOWRQ� ������� S����� QRWH� WKDW�FRPSDULVRQV�EHWZHHQ� UHVSRQGHQWV�DQG�QRQ�UHVSRQGHQWV�³«�FDQ�QHYHU�SURYH� WKH�DEVHQFH�RI�ELDV��DW�EHVW�� WKH\�FDQ�UHDVVXUH�WKH�UHVHDUFKHU� WKDW� WKH�ILQDO�VDPSOH�LV�QRW�EDGO\�RXW�RI�OLQH�´�$FFRXQWLQJ�UHVHDUFKHUV�JHQHUDOO\�FRQWHQG� WKHPVHOYHV ZLWK� UHVSRQVH�UDWHV�EHWZHHQ�����DQG������:DOODFH�DQG�0HOORU��������DOWKRXJK�D�UHVSRQVH�UDWH�DV�ORZ�DV��������/HH�DQG�7ZHHGLH��������KDV�EHHQ�UHSRUWHG��$V�LQGLFDWHG�LQ�6HFWLRQ������DERYH��WKH�UHVSRQVH�UDWHV�DFKLHYHG�LQ�UHODWLRQ�WR�WKH�WZR�TXHVWLRQQDLUHV�XVHG�LQ�WKH�SUHVHQW�VWXG\�OLH�WRZDUGV�WKH�ORZHU�HQG�RI�WKH����� WR�����UDQJH�DQG� WKHUHIRUH�VRPH�FRQFHUQ�PD\�EH�H[SUHVVHG�RYHU� WKH�GHJUHH� WR�ZKLFK�FRQILGHQFH�FDQ�EH�H[SUHVVHG�LQ�WKH�UHVXOWV�UHSRUWHG�LQ�WKH�SUHVHQW�VWXG\��7KH� SUHVHQFH� RI� QRQ�UHVSRQVH� ELDV� LPSOLHV� WKDW� KDG� WKH� QRQ�UHVSRQGHQWV� FRPSOHWHG� WKH�TXHVWLRQQDLUH�� WKH� LQIHUHQFHV� DQG� VXEVHTXHQW� FRQFOXVLRQV� GUDZQ� IURP� WKH� FROOHFWHG� GDWD�ZRXOG�KDYH�EHHQ�GLIIHUHQW��7KXV��WKH�LVVXH�LV�UHODWHG�WR�WKH�H[WHQW�WR�ZKLFK�D�ELDV�LV�UHIOHFWHG�LQ� WKH� UHVSRQGHQW� VDPSOH� UDWKHU� WKDQ� ZLWK� WKH� DFWXDO� UHVSRQVH� UDWH� �%DEELH�� ������� 1RQ�UHVSRQVH�ELDV�FKHFNV��VXFK�DV�WKH�VXUURJDWH�PHWKRG��FDQ�EH�SHUIRUPHG�WR�SURYLGH�HYLGHQFH�RI�QRQ�UHVSRQVH�ELDV��VHH��IRU�H[DPSOH��2SSHQKHLP��������:DOODFH�DQG�&RRNH��������:DOODFH�DQG�0HOORU��������:LOPKXUVW�DQG�)URVW�����������+RZHYHU�� WKH�OLWHUDWXUH�LV�DOPRVW�VLOHQW�RQ�KRZ� WR� FKRRVH� EHWZHHQ� WKHVH� GLIIHUHQW� PHWKRGV�� 7KH� PRVW� SRSXODU� PHWKRG� XVHG� LQ� &65�UHVHDUFK� LV� WKH� VXUURJDWH�PHWKRG�ZKLFK� UHOLHV�RQ� WKH�DVVXPSWLRQ� WKDW� ODWH� UHVSRQGHQWV�DUH�D�YDOLG� SUR[\� IRU� QRQ�UHVSRQGHQWV�� +RZHYHU�� WKH� WUXWK� RI� WKLV� DVVXPSWLRQ� FDQ� QHYHU� EH�HVWDEOLVKHG�JLYHQ� WKDW� WKH�QRQ�UHVSRQGHQWV�DUH� MXVW� WKDW��7KHUHIRUH�� WKH�DSSURDFK�DGRSWHG� LQ�WKH� SUHVHQW� VWXG\� KDV� EHHQ� WR� DSSO\� DSSURSULDWH� VWDWLVWLFDO� WHVWV� RI� TXHVWLRQQDLUH� GDWD�UHOLDELOLW\� �VHH�&KDSWHU� ����7KLV� DSSURDFK�ZDV� FKRVHQ� LQ� YLHZ�RI� WKH� IDFW� WKDW� WKH�SULQFLSDO�GDWD� VRXUFH� LV� WKH� %HQHOX[� DQG� *HUPDQ� FRPSDQLHV� WKHPVHOYHV� �VHH� 6HFWLRQ� ����� DERYH���UDWKHU�WKDQ�D�ODUJH�QXPEHU�RI�LQGLYLGXDOV��ZKLFK�ZHUH�VHOHFWHG�V\VWHPDWLFDOO\��7KH�RQO\�DUHD�ZKHUH�VRPH�FRQFHUQV�PD\�EH�H[SUHVVHG�RYHU�GDWD�UHOLDELOLW\�LV�LQ�UHODWLRQ�WR�WKH�UHVSRQVHV�RI�WKH�(1*2V�GXH�WR�WKH�ORZ�UHVSRQVH�UDWHV�DQG�PLVVLQJ�YDOXHV��WKHVH�DUH�GLVFXVVHG�LQ�&KDSWHU�
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������:KHUH�DSSURSULDWH��WKHUHIRUH��VWDWLVWLFDO�WHVWV�ZHUH�SHUIRUPHG�WR�SURYLGH�HYLGHQFH�RI�WKH�YDULDELOLW\� RI� WKHVH� UHVSRQVHV� ERWK� DFURVV� DQG� DPRQJVW� (1*2V� XVLQJ� WKH� YDULDQFH�FRPSRQHQWV�SURFHGXUH��VHH�&KDSWHU����
1RWHV�� 7KH�SLORW�VWXG\��+LEELWW�DQG�8UVHP��������SURYLGHG�D�YDOXDEOH�µOHDUQLQJ�FXUYH¶� LQ�WHUPV RI�WKH�PDQ\�LGLRV\QFUDVLHV�DVVRFLDWHG�ZLWK�WKH�XVH�RI�FRQWHQW�DQDO\VLV�PHWKRGRORJ\�DQG�RWKHU�DVSHFWV�RI�PXOWL�SHULRG��FURVV�VHFWLRQDO�VWXGLHV��,Q�SDUWLFXODU��WKH�VWXG\�KLJKOLJKWHG�VLJQLILFDQW�GLIILFXOWLHV�LQ�REWDLQLQJ�FRPSDQ\�DQQXDO�UHSRUWV� WKDW�ZHUH�PRUH WKDQ�ILYH�\HDUV�ROG��+RZHYHU�� WKH�SLORW�VWXG\�µIDLOHG¶�LQ�RQH�LPSRUWDQW�UHVSHFW��QDPHO\�WKDW�WKH�SURMHFW¶V�VXSHUYLVRUV�KDG�D�QXPEHU�RI�VHULRXV�HSLVWHPRORJLFDO� DQG�PHWKRGRORJLFDO� FRQFHUQV�� ,Q� SDUWLFXODU��*UD\� HW�DO�¶V� �����E��XVH�RI� µVRIW¶�K\SRWKHVHV� IURP� ZLWKLQ� WKH� LQWHUSUHWLYH� SDUDGLJP� ZDV� QRW� FRQVLGHUHG� VXIILFLHQWO\� UREXVW�� WKH�VXSHUYLVRUV� SUHIHUULQJ� WKH� XVH� RI� µKDUG¶� K\SRWKHVHV� XVLQJ� WKH� K\SRWKHWLFR�GHGXFWLYH�PHWKRG�RI�UHVHDUFK�WKDW�LV�FRPPRQ�WR�WKH�VWUXFWXUDO�IXQFWLRQDOLVW�WUDGLWLRQ��VHH�&KDSWHU�����$V D�UHVXOW��WKH�UHVHDUFK�PHWKRG�DQG�DSSURDFK�KDG�WR�EH�VLJQLILFDQWO\�UHYLVHG�IRU�WKH�SXUSRVH�RI�WKH�SUHVHQW�VWXG\��&RSLHV�RI�WKH�SLORW�VWXG\�DUH�DYDLODEOH�RQ�UHTXHVW��� $W�WKH�EHJLQQLQJ�RI�WKH�WZHQWLHWK�FHQWXU\��IRU�H[DPSOH��DV�QHZVSDSHUV�LQ�WKH�8QLWHG�6WDWHV VKLIWHG�IURP�D�IRFXV�RQ�UHOLJLRXV��VFLHQWLILF�DQG�OLWHUDU\�PDWWHUV�LQ�IDYRXU�RI�JRVVLS��VSRUWV�DQG�VFDQGDOV��UHVHDUFKHUV� VRXJKW� WR� UHYHDO� WKH� LQIOXHQFH�RI�QHZVSULQW�RQ�VRFLHW\¶V�YDOXHV�DQG�QRUPV��VHH�� IRU�H[DPSOH��0DWKHZV�� ������ 6SHHG�� ������:LOFR[�� ����� �� +RZHYHU�� WKH� WHFKQLTXH� EHFDPH�PRUH�VFLHQWLILF�GXULQJ�WKH�6HFRQG�:RUOG�:DU�ZKHQ��DLGHG�E\�WKH�HPHUJHQFH�RI�HPSLULFDO�PHWKRGV�RI�LQTXLU\�LQ�WKH�VRFLDO�VFLHQFHV��WKH�DOOLHG�IRUFHV�ZHUH�DEOH�WR�SUHGLFW�PLOLWDU\�PDQRHXYUHV��QRWDEO\�WKH� GDWH� RI� GHSOR\PHQW� RI� WKH� *HUPDQ� 9�ZHDSRQ� DJDLQVW� *UHDW� %ULWDLQ� �.ULSSHQGRUII�� ������6KRHPDNHU���������� (VVHQWLDOO\��WKH�PHWKRG�RI�FRQWHQW�DQDO\VLV�XVHG�LQ�WKLV�DQG�RWKHU�VLPLODU�VWXGLHV�RI�&65�&('�LV�FRQFHUQHG�ZLWK�WKH�TXDQWLWDWLYH UDWKHU�WKDQ�WKH�TXDOLWDWLYH DVSHFWV�RI�WKRVH�GLVFORVXUHV��+RZHYHU��IROORZLQJ� HDUOLHU� VWXGLHV� �VHH�� IRU� H[DPSOH��'HHJDQ� DQG�*RUGRQ�� ������*XWKULH� DQG�0DWKHZV��������*UD\�HW�DO�������F��2¶'Z\HU�DQG�*UD\���������DGGLWLRQDO�GDWD�ILHOGV�KDYH�EHHQ�LQFOXGHG�LQ�WKH� LQWHUURJDWLRQ� LQVWUXPHQW� �VHH� 6HFWLRQ� ����� ZKLFK� SHUPLW� RWKHU�� QRQ�TXDQWLWDWLYH� DVSHFWV� RI�&('�WR�EH�H[SORUHG��LQFOXGLQJ�ZKHWKHU�DQ�LWHP�RI�&('�LV�GHVFULSWLYH��QRQ �PRQHWDU\�TXDQWLWDWLYH�RU� ILQDQFLDO� LQ� IRUP�� 1HYHUWKHOHVV�� WKHVH� DGGLWLRQDO� ILHOGV� GR� QRW� SHUPLW� DQ� HYDOXDWLRQ� RI� WKH�TXDOLW\ RI�HQYLURQPHQWDO�UHSRUWLQJ�ZKHUH�WKH�ODWWHU�LV�VHHQ�LQ�WHUPV�RI�SURYLGLQJ�LQIRUPDWLRQ�ZLWK�ZKLFK�WR�DVVHVV�HQYLURQPHQWDO�SHUIRUPDQFH��+HQFH��LW�LV�LPSRUWDQW�WR�DSSUHFLDWH�WKDW�WKH�SUHVHQW�VWXG\� GRHV� QRW� VHHN� WR� FRPPHQW� RQ� WKH� TXDOLW\� RI� HQYLURQPHQWDO� UHSRUWLQJ� E\� %HQH OX[� DQG�*HUPDQ� FRPSDQLHV�� DOWKRXJK� VRPH� DWWHPSW� LV� PDGH� WR� H[SORUH� LWV� FKDUDFWHULVWLFV�� 6HH�� IRU�H[DPSOH��+ROVWL��������&KDSWHU����IRU�D�PRUH�GHWDLOHG�GLVFXVVLRQ�RI�WKH�TXDQWLW\ �TXDOLW\�LVVXH�LQ�WKH�FRQWH[W�RI�FRQWHQW�DQDO\VLV��� $�GHWDLOHG�FRQVLGHUDWLRQ�RI�FRQWHQW�DQDO\VLV�PHWKRGRORJ\�DQG�PHWKRGV�LV�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\��,W�KDV�EHHQ�DGURLWO\�DGGUHVVHG�HOVHZKHUH��ERWK�LQ�WKH�FRQWH[W�RI�WKH�XVH�RI�FRQWHQW�DQDO\VLV� LQ�FRQYHQWLRQDO�DFFRXQWLQJ�UHVHDUFK��VHH�� IRU�H[DPSOH��/HKPDQ��������1HLPDUN��� �����3DUNHU��������DQG�LQ�WKH�VSHFLILF�FRQWH[W�RI�&65��VHH��IRU�H[DPSOH��*UD\� HW�DO�������F��+DFNVWRQ�DQG� 0LOQH�� ������ 0LOQH� DQG� $GOHU�� ������ 8QHUPDQ�� ������� )RU� D� JHQHUDO� RYHUYLHZ� RI� ZKDW�FRQWHQW�DQDO\VLV�LV�DQG�ZKDW�LW�LV�QRW�DQG�ZKHUH�LW�ILWV�LQ�DPRQJ�W KH�PDQ\�DQDO\WLFDO�WRROV�DYDLODEOH�WR�VRFLDO�VFLHQWLVWV�VHH��IRU�H[DPSOH��+ROVWL��������&KDSWHU������ .ULSSHQGRUII��������S�����DUJXHV�WKDW�PHDQLQJV�QHHG�QRW EH�VKDUHG�DQG�WKDW�FRQVHQVXV�DQG�LQWHU�FRGHU� DJUHHPHQW� DV� WR�ZKDW� D�PHVVDJH�PHDQV�H[LVWV� HLWKHU�RQO\ UHJDUGLQJ� WKH�PRVW�REYLRXV�RU�PDQLIHVW�DVSHFWV�RI�FRPPXQLFDWLRQ�RU�RQO\�IRU�D�IHZ�SHRSOH�WKDW�KDSSHQ�WR�VKDUH�WKH�VDPH�FXOWXUDO�DQG� VRFLR�SROLWLFDO�SHUVSHFWLYH��*UD\� HW�DO�¶V� �����F�� MXVW� FRQFHUQ�ZLWK� VKDUHG�PHDQLQJV� LQ� WKH�FRQWH[W�RI�&65�LV��KRZHYHU��NH\ LQ�WHUPV�RI�HQVXULQJ�D�UHDVRQDEO\�KLJK�GHJUHH�RI�UHSOLFDELOLW\��� 7KH� VHOHFWLRQ� RI� DQDO\WLFDO� FDWHJRULHV� WR� FKDUDFWHUL]H� WKH� FRQWHQW� RI� UHSRUWHG� DQG� GLVFORVHG�PHVVDJHV� LQYROYHV�D�QXPEHU�RI�DVVXPSWLRQV��QRWDEO\�³«�WKDW� LQIHUHQFHV�DERXW� WKH� UHODWLRQVKLS�EHWZHHQ�LQWHQW�DQG�FRQWHQW��RU�EHWZHHQ�FRQWHQW�DQG�HIIHFW��FDQ�EH�YDOLGO\�PDGH��WKDW�WKH�VWXG\�RI�PDQLIHVW� FRQWHQW� LWVHOI� LV�PHDQLQJIXO� �L�H��PHDQLQJV� DVFULEHG� WR� FRQWHQW� WKURXJK� FDWHJRUL]DWLRQ�
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FRUUHVSRQG� WR� PHDQLQJV� LQWHQGHG� E\� WKH� FRPPXQLFDWRU��� DQG� WKDW� TXDQ WLWDWLYH� GHVFULSWLRQ� RI�FRPPXQLFDWLRQ� FRQWHQW� LV� PHDQLQJIXO� �H�J�� WKURXJK� PHDVXUHPHQW� RI� GLVFORVXUH� IUHTXHQF\��>%HUHOVRQ������@´��*XWKULH�DQG�3DUNHU�������S�������$FFRUGLQJ�WR�*XWKULH�DQG�3DUNHU���������WKLV�IRUP�RI�FRQWHQW�DQDO\VLV�DVVXPHV�WKDW�WKH�FRQWHQW�FDWHJRULHV�LGHQWLILHG�LQ�WKH�ZULWWHQ�PHVVDJHV�RI�FRUSRUDWH� UHSRUWV�KDYH�PDQLIHVW�PHDQLQJV��H�J��HQYLURQPHQW��HPSOR\PHQW�SUDFWLFHV��ZKLFK�FDQ��WKHUHIRUH��EH�FDWHJRUL]HG��8QOLNH�VRPH�UHVHDUFK�RI�VHPLRWLFV�LQ�DQQXDO�UHSRUWV��VHH��IRU�H[DPSOH��/HKPDQ� DQG� 7LQNHU�� ������ /HKPDQ�� ������ 1HLPDUN�� ������� ZKLFK� DWWHPSW� WR� H[SODLQ� WKH�UHODWLRQVKLS� EHWZHHQ� GLIIHUHQW� VRFLHWLHV�� FXOWXUHV�� VRFLDO� SUDFWLFHV�� DQG� WKH� H[WDQW� PHDQLQJV� LQ�FRPPXQLFDWLRQV�SURGXFHG�� WKLV�DSSURDFK�SODFHV�JUHDWHU�HPSKDVLV�RQ�FRGLI\LQJ�H[SUHVVHG�VRF LDO�LQIRUPDWLRQ� LQWR� WKH� FKRVHQ� GHVFULSWLYH� FDWHJRULHV�� +RZHYHU�� WKHUH� LV� DQ� REYLRXV� WUDGH �RII�LQYROYHG�EHWZHHQ�WKH�QXPEHU�RI�FRQWHQW�FDWHJRULHV�DQG�RWKHU�UHILQHPHQWV�WR�WKH�GDWD�ZKLFK�DLG�RXU�XQGHUVWDQGLQJ�RI�&65�&('��DQG�LQWHU�FRGHU�UHOLDELOLW\��0LOQH�DQG�$GOHU���������� 7KLV�PHWKRG�RI�GHILQLQJ�&('�LV�WDXWRORJLFDO��7KDW�LV��LQ�VRFLDO�VFLHQFH�SDUODQFH��LW�EHFRPHV�WUXH�E\�GHILQLWLRQ�DQG�FDQ�QHYHU�EH�UHIXWHG�E\�HYLGHQFH��-HQVHQ���������+RZHYHU��WKHUH�ZRXOG�DSSHDU�WR�EH�QR�ZD\�DURXQG� WKLV�SDUWLFXODU� LVVXH��$V�QRWHG�E\�*UD\�HW�DO�� �����F��S������GHILQLWLRQV�RI�&65� DUH� JHQHUDOO\� HLWKHU� WRR� H[FOXVLYH ± WKH� XOWLPDWH� DQG� FRPSOHWH� HIIHFWV� RI� D� FRPSDQ\¶V�DFWLYLWLHV�RQ�WKH�HQYLURQPHQW��IRU�H[DPSOH��DUH�XQNQRZDEOH�DQG�WKXV�FDQQRW�EH�FRPPXQLFDWHG� ±RU�WRR�LQFOXVLYH ± DOO�WKH�DFWLYLWLHV�RI�D�FRPSDQ\�FDQ�EH�VDLG�WR�KDYH�VRPH�HQYLURQPHQWDO�HIIHFWV�RQH�ZD\�RU�DQRWKHU��7KXV��WKHUH�LV�D�QHHG�IRU�VRPH�IRUP�RI�FORVXUH�ZKLFK�SHUPLWV�WKH�UHVHDUFKHU�WR�GHILQH�D�ERXQGDU\��GHVSLWH�LWV�DUELWUDU\�QDWXUH��WR�VHSDUDWH�ZKDW�LV�&65�&('�IURP� WKDW�ZKLFK�LV�QRW���� 7KH�FODVVLILFDWLRQ�RI�GDWD�LQWR�FDWHJRULHV�LV�PRUH�RI�DQ�DUW� WKDQ�D�VFLHQFH��.ULSSHQGRUII���������DOWKRXJK� RQFH� HVWDEOLVKHG� ZLWKLQ� D� UHVHDUFK� FRPPXQLW\� VXFK� FODVVLILFDWLRQV� WDNH� RQ� WKH�DSSHDUDQFH�RI�JHQHUDOO\�DFFHSWHG�FODVVLILFDWLRQ�FULWHULD�� ,Q� WKH� IDPRXV�(UQVW�	�(UQVW� ����������VXUYH\V� RI� &65� LQ� WKH� ����V�� VHYHQ� W\SHV� RI� VRFLDO� UHVSRQVLELOLW\� GLVFORVXUH� ZHUH� LGHQWLILHG��HQYLURQPHQW�� HQHUJ\�� IDLU� EXVLQHVV� SUDFWLFHV�� KXPDQ� UHVRXUFHV�� FRPPXQLW\� LQYROYHPHQW��SURGXFWV�� RWKHU�� 7KH� VXE�FDWHJRU\� µHQYLURQPHQW¶� ZDV� IXUWKHU� VXE�GLYLGHG� LQWR� IRXU� FDWHJRULHV��SROOXWLRQ� FRQWURO�� SUHYHQWLRQ� RU� UHSDLU� RI� HQYLURQPHQWDO� GDPDJH�� FRQVHUYDWLRQ� RI� QDWXUDO�UHVRXUFHV��RWKHU��8VLQJ�WKH�(UQVW�	�(UQVW�VXEFDWHJRULHV��EXW�DOORZLQJ�IRU�FKDQJHV�RYHU�WLPH�ZKLFK�PDGH�SUHYLRXVO\�PDUJLQDO� FDWHJRULHV� WRR�QDUURZ�DQG�FXPEHUVRPH��*UD\� HW�DO� �����F�� LQLWLDOO\�GHYHORSHG����FDWHJRULHV�RI�&('�DOWKRXJK�WKH�ILQDO�DPHQGHG�FDWHJRULHV�ZHUH�QDUURZHG�GRZQ�WR�MXVW�VL[��HQYLURQPHQWDO�SROLF\��HQYLURQPHQWDO�DXGLW��HQYLURQPHQWDO� ± SURGXFW�DQG�SURFHVV�UHODWHG��HQYLURQPHQWDO� ILQDQFLDOO\�UHODWHG�GDWD�� VXVWDLQDELOLW\��HQYLURQPHQWDO�RWKHU��7KHVH�VL[�FDWHJRULHV�DUH� HPSOR\HG� LQ� WKH� SUHVHQW� VWXG\� VXEMHFW� WR� WZR� FKDQJHV�� �L�� WKH� UHFODVVLILFDWLRQ� RI�µHQYLURQPHQWDO� DXGLW¶� DV� µHQYLURQPHQWDO� PDQDJHPHQW�� V\VWHPV� DQG� DXGLW¶� LQ� WKH� OLJKW� RI� WKH�LQFUHDVHG�HPSKDVLV�EHLQJ�JLYHQ�WR�WKLV�DVSHFW�RI�FRUSRUDWH�PDQDJHPHQW��SDUWLFXODUO\�IROORZLQJ�WKH�LQWURGXFWLRQ� RI� WKH� (0$6� UHJXODWLRQ� �&(&�� ����E�� LQ� ������ �LL�� WKH� LQWURGXFWLRQ� RI� D� QHZ�VXEFDWHJRU\�IRU�HQYLURQPHQWDO�GLVFORVXUH��µVWDNHKROGHU�UHODWLRQV¶�WR�UHIOHFW�WKH�LQFUHDVHG�HPSKDVLV�E\�FRPSDQLHV�RQ�VWDNHKROGHU�UHODWLRQV�LQ�WKH�����V��� 'XULQJ� WKH�GDWD�FDSWXUH�SKDVH�RI� WKH�VWXG\��DGGLWLRQV�DQG�DPHQGPHQWV�ZHUH�PDGH�WR�WKH�OLVW�RI�LWHPV� LQ� $SSHQGL[� �� WR� FODULI\� WKH� GHILQLWLRQ� RI� &('� DQG� WKXV� LPSURYH� WKH� FRQVLVWHQF\� DQG�UHOLDELOLW\�RI�GDWD�FDSWXUH���� $V�QRWHG�E\�*UD\�HW�DO�������F��S������µHQYLURQPHQW¶�ZDV�QRW�D�ZHOO �GHYHORSHG�FDWHJRU\�RI�VRFLDO�GLVFORVXUH� LQ� WKH� &65� OLWHUDWXUH� XQWLO� WKH� HDUO\� ����V� ZKHQ� HQYLURQPHQWDO� GLVFOR VXUHV� URVH�VLJQLILFDQWO\�� ,Q� WKHRU\�� DQ\� QXPEHU� RI� VXEFDWHJRULHV� RI� HQYLURQPHQWDO� GLVFORVXUH� PLJKW� EH�SRVVLEOH��7KH�VHYHQ�FDWHJRULHV�SURYLGHG�LQ�WKH�SUHVHQW�VWXG\�ZHUH�WKHUHIRUH�SUH �WHVWHG�RQ�D�VPDOO�VDPSOH�RI�HQYLURQPHQW�UHSRUWV��7KH�UHVXOWV�RI�WKHVH�SUH�WHVWV�UHYHDOHG�QR�VLJQLILFDQW�SUREOHPV�RU�GLIILFXOWLHV�LQ�WHUPV�RI�GDWD�FDSWXUH�DQG�FODVVLILFDWLRQ��DOWKRXJK�WKH�QXPEHU�RI�GHFLVLRQ�UXOHV�ZDV�H[SDQGHG�IRU�FODULILFDWLRQ�SXUSRVHV���� 3ULRU�&65�UHVHDUFKHUV��IRU�H[DPSOH��*XWKULH�DQG�0DWKHZV��������KDYH�VRXJKW�WR GLVWLQJXLVK�GDWD�LQ� WHUPV� RI� LWV� ORFDWLRQ� ZLWKLQ� WKH� DQQXDO� UHSRUW�� H�J�� ZKHWKHU� GDWD� DSSHDUV� LQ� WKH� FKDLUPDQ¶V�UHYLHZ��DV�SDUW�RI�D�VHSDUDWH�VHFWLRQ�RI�WKH�DQQXDO�UHSRUW��DV�SDUW�RI�DQRWKHU�VHFWLRQ�RU�LQ�D�VHSDUDWH�ERRNOHW��.LUNKDP�DQG�+RSH��������SXW�IRUZDUG�YDULRXV�UHDVRQV�DV�WR�ZK\�ORFDWLRQ�RI�LQIRUPDWLRQ�PD\�EH�LPSRUWDQW��7KHVH�LQFOXGH�WKH�DUJXPHQW�WKDW�XVHUV�RI�DQQXDO�UHSRUWV��IRU�H[DPSOH��DUH�PRUH�
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OLNHO\� WR� UHDG� FHUWDLQ� VHFWLRQV� RI� WKH� UHSRUW� WKDQ� RWKHUV�� .QRZLQJ� WKLV�� LW� LV� DUJXHG� WKDW�PDQDJHPHQW� PDNH� FRQVFLRXV� GHFLVLRQV� DV� WR� ZKHUH� WR� ORFDWH� FHUWDLQ� LQIRUPDWLRQ� LQ� RUGHU� WR�DFKLHYH�WKH�JUHDWHVW�HIIHFW�IRU�WKH�SXUSRVHV�RI�LQIRUPLQJ�RU�PDQDJLQJ�WKH�LPSUHVVLRQV�RI�WKH�XVHUV��&RQYHUVHO\��*UD\� HW� DO�� �����F�� DUJXH� WKDW�� WKRXJK� SHUVXDVLYH�� WKH� DUJXPHQWV� RI�.LUNKDP� DQG�+RSH� ������� IDLO� WR�SHUPLW�D� VLQJOH��XQLTXH�FKRLFH�DV� WR�ZK\�RQH� ORFDWLRQ�VKRXOG�EH�SUHIHUUHG��*UD\�HW�DO�������F��SRVLW�D�QXPEHU�RI�DUJXPHQWV�IRU�LJQRULQJ�WKH�LVVXH�RI�ORFDWLRQ��QRWDEO\���L��WKDW�WKH�&65�OLWHUDWXUH�KDV�\HW��LQ�WKHLU�YLHZ��SURYLGHG�DQ\�SHUVXDVLYH�FRQFOXVLRQV�IURP�WKH�ORFDWLRQ�RI�GLVFORVXUHV�RU�WR�SURYLGH�JXLGDQFH�RQ�KRZ�GDWD�RQ�D�SDUWLFXODU�WRSLF�DUH�WR�EH�LQWHUSUHWHG�ZKHUH�WKH\� DSSHDU� LQ� VHYHUDO� VHFWLRQV� RI� WKH� VDPH� UHSRUW� RU� GRFXPHQW�� DQG� �LL�� WKDW� LI� µORFDWLRQ¶� LV�LPSRVHG�RQ�GDWD�VRPH�RI�LWV�ULFKQHVV�PD\�EH�ORVW��VHH��IRU�H[DPSOH��*XWKULH�DQG�0DWKHZV��������*XWKULH�DQG�3DUNHU���������������7KHUH�LV�HYHQ�VRPH�HYLGHQFH�WR�VXJJHVW�WKDW�ORFDWLRQ�RI�&65�LV�QRW DQ�LPSRUWDQW�LVVXH��H�J���$O�1DMMDU���������)RU�WKH�SXUSRVHV�RI�WKH�SUHVHQW�VWXG\��WKH�LVVXH�RI�ORFDWLRQ� ZLWKLQ� D� GRFXPHQW� LV� LJQRUHG�� +RZHYHU�� WKH� SDJH� ORFDWLRQ� RI� HDFK� LWHP� RI� GDWD� LV�UHFRUGHG�RQ�WKH�LQWHUURJDWLRQ�LQVWUXPHQW�VR�WKDW�LW�ZRXOG�EH�SRVVLEOH�DW�D�ODWHU�GDWH��LI�QHFHVVDU\��WR�LQYHVWLJDWH�WKH�LVVXH�RI�ORFDWLRQ�LQ PRUH�GHWDLO���� $� JRRG� GHDO� RI� LQIRUPDWLRQ� DERXW� D� FRPSDQ\¶V� HQYLURQPHQWDO� SHUIRUPDQFH� FDQ� DOVR� UHDFK� WKH�SXEOLF�GRPDLQ�YLD�RWKHU�URXWHV��2QH�RI�WKH�SULQFLSDO�VRXUFHV�LV�SHUPLWV�LVVXHG�E\�FHQWUDO�DQG�ORFDO�JRYHUQPHQWDO� DXWKRULWLHV� LQ� UHODWLRQ� WR� PDWWHUV� VXFK DV� ZDVWH� GLVSRVDO�� ZDWHU� GLVFKDUJHV� DQG�HIIOXHQWV��,Q�WKH�1HWKHUODQGV��IRU�H[DPSOH��DQ�H[WHQVLYH�V\VWHP�RI�OLFHQFHV�RSHUDWHV�WKURXJK�ZKLFK�WKH�UHOHYDQW�JRYHUQPHQWDO�DXWKRULWLHV��L�H� 0LQLVWHULH YDQ 9RONVJH]RQGKHLG��5XLPWHOLMNH�2UGHQLQJHQ�0LOLHX��9520��� WKH� ([HFXWLYHV� RI� WKH� 3URYLQFHV� RU� WKH� ORFDO�0D\RU� DQG�$OGHUPDQ� RI� WKH�PXQLFLSDOLW\�� FDQ� LPSRVH� REOLJDWLRQV� RQ� D� FRPSDQ\� WR� HQVXUH� WKDW� LWV� DFWLYLWLHV� GR� QRW� OHDG� WR�DGYHUVH�HQYLURQPHQWDO�HIIHFWV��+XL]LQJ�DQG�'HNNHU���������7KHUH�LV�DOVR�WKH�SRWHQWLDO�LPSDF W�RI�WKH�:RUOG�:LGH�:HE��VHH��IRU�H[DPSOH��&UDYHQ�DQG�2WVPDQL��������6XVWDLQ$ELOLW\�81(3���������+RZHYHU�� LQ�WKH�SUHVHQW�VWXG\��ZKLFK�FRYHUV�WKH�SHULRG�WR�������WKH�LPSDFW�RI�WKH�:RUOG�:LGH�:HE�LV�OLNHO\�WR�EH�PLQLPDO���� $� QXPEHU� RI� RWKHU� DUJXPHQWV� KDYH� EHHQ DGYDQFHG� LQ� WKH� OLWHUDWXUH� IRU� IRFXVLQJ� VROHO\� RQ� WKH�DQQXDO�UHSRUW��7KHVH�LQFOXGH�WKH�µPRVW�UHDGLO\�DYDLODEOH�GDWD�VRXUFH¶�DUJXPHQW��H�J��%URZQ�DQG�'HHJDQ�� ������� WKH� µFRPSOHWH� HGLWRULDO� FRQWURO¶� DUJXPHQW� �H�J�� *XWKULH� DQG� 3DUNHU�� ������� WKH�µSHUPLWV�FRPSDULVRQ�RI� UHVXOWV�ZLWK�RWKHU��SUHYLRXV�VWXGLHV¶�DUJXPHQW��H�J��*XWKULH�DQG�3DUNHU�������� DQG� WKH� µLQVWLWXWLRQDOL]HG� DQG� UHJXODU� EDVLV¶� DUJXPHQW� �H�J�� &DPSEHOO�� ������0DFLQWRVK��������5REHUWV��&���������:ROIH����������� 8QHUPDQ¶V��������FRQWHQW�DQDO\VLV�RI�6KHOO�7UDQVSRUW�DQG�7UDGLQJ�&R��/WG��IROORZV�FORVHO\�WKH�GHFLVLRQ� UXOH� DGRSWHG� LQ� WKH� SUHVHQW� VWXG\� LQ� UHODWLRQ� WR� WKH� FKRLFH� RI� GRFXPHQWV� WR� FRQWHQW�DQDO\VH�� 8QHUPDQ� FKRVH� WR� H[DPLQH� DOO� UHSRUWV� SURGXFHG� DV� SDUW� RI� 6KHOO¶V� DQQXDO� FRUSRUDWH�UHSRUWLQJ� F\FOH� DV� ZHOO� DV� DQ\� RWKHU� SXEOLFO\� DYDLODEOH� GRFXPHQWV�PHQWLRQHG� LQ� WKHVH� UHJXODU�UHSRUWV�DV�EHLQJ�DYDLODEOH�IURP�WKH�FRPSDQ\�RQ�UHTXHVW��$V�D�UHVXOW��8QHUPDQ�FODVVLILHV�KLV�VRXUFH�GRFXPHQWV�LQWR�IRXU�FDWHJRULHV��DQQXDO�UHSRUW�DQG�DFFRXQWV��RWKHU�GRFXPHQWV�SURGX FHG�DV�SDUW�RI�WKH� DQQXDO� UHSRUWLQJ� F\FOH� DSSDUHQWO\� LQWHQGHG� IRU� ZLGHVSUHDG� GLVWULEXWLRQ�� RWKHU� GRFXPHQWV�SURGXFHG�DV�SDUW�RI�WKH�DQQXDO�UHSRUWLQJ�F\FOH�DSSDUHQWO\�QRW LQWHQGHG�IRU�ZLGHVSUHDG�GLVWULEXWLRQ��RQH�RII��DG�KRF UHSRUWV�UHIHUUHG�WR�LQ�DQ\�RI�WKH UHJXODU�FRUSRUDWH�UHSRUWV�DV�EHLQJ�DYDLODEOH�IURP�WKH� FRPSDQ\��+RZHYHU��8QHUPDQ�GRHV�QRW�SURYLGH� IXUWKHU�GHWDLOV�RI� WKH� W\SH�RI� UHSRUWV�ZKLFK�PDGH� XS� WKH� ODWWHU� WKUHH� FDWHJRULHV� DQG� WKXV� WKH� UHDGHU� LV� OHIW� WR� SUHVXPH� WKDW� KH� LQFOXGHG�HQYLURQPHQWDO�DQG�VRFLDO�UHSRUWV��0RUHRYHU��8QHUPDQ�PDNHV�QR�PHQWLRQ�RI�ZKHWKHU�WKH�UHSRUWV�DUH�FRPSDQ\�ZLGH��UHJLRQDO�RU�ORFDO�DQG�WKXV�LW�LV�XQFOHDU�DV�WR�KRZ�KH�DGGUHVVHG�WKLV�SDUWLFXODU�LVVXH���� =pJKDO�DQG�$KPHG��������ORRNHG�DW�UHSRUWV�RWKHU�WKDQ�WKH�DQQXDO�UHSRUW�IRU�D�VDPSOH�RI����RI�WKH�ODUJHVW�&DQDGLDQ�FRPSDQLHV�IURP�WKH�EDQNLQJ�����DQG�SHWUROHXP�����VHFWRUV��,Q�WRWDO�WKH\�ORRNHG�DW�����UHSRUWV�����DQQXDO�UHSRUWV������DGYHUWLVHPHQWV������EURFKXUHV��UHODWLQJ�WR�WKH�\HDUV������DQG��������� ,Q�������DW�WKH�WLPH�RI�GHYHORSLQJ�WKH�UHVHDUFK�PHWKRG�DQG�DSSURDFK��WKH�DXWKRU�WRRN�WKLV�VSHFLILF�LVVXH� XS�ZLWK� 3URIHVVRU� 5RE�*UD\� DQG� 3URIHVVRU�'DYLG�2ZHQ��:KHUHDV�5RE�*UD\�ZDV� RI� WKH�RSLQLRQ� WKDW�DQQXDO�UHSRUWV�DUH� WKH NH\�GRFXPHQW��'DYLG�2ZHQ�DJUHHG�WKDW��ZLWK�WKH�LQFUHDVLQJ�
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QXPEHU�RI�FRUSRUDWH�HQYLURQPHQW�UHSRUWV��LW�ZRXOG�VHHP�UDWKHU�RGG�WR�H[FOXGH�WKH�ODWWHU�IURP�WKH�VWXG\���� 7KLV�UHVWULFWLRQ�HIIHFWLYHO\�H[FOXGHV�LQWHULP�UHSRUWV�� $W�WKH�WLPH�RI�IRUPDOO\�VWDUWLQJ�WKLV�SURMHFW���������LQWHULP�UHSRUWV��ZKHWKHU�LVVXHG�RQ�D�TXDUWHUO\�RU�VHPL�DQQXDO�EDVLV��ZHUH�LQFOXGHG�LQ�WKH�VWXG\��+RZHYHU��WKH\�ZHUH�ODWHU�H[FOXGHG�RQ�SUDFWLFDO�JURXQGV�DV�LW�EHFDPH�HYLGHQW�WKDW�LW�ZRXOG�EH�LPSRVVLEOH�WR�REWDLQ�D�FRPSOHWH�VHW�RI�LQWHULP�UHSRUWV�IRU�WKH�FRPSDQLHV�LQFOXGHG�LQ�WKH�VXUYH\��7KH�ORVV�RI�WKLV�SRWHQWLDO�VRXUFH�RI�HQYLURQPHQWDO�GLVFORVXUH�ZRXOG��KRZHYHU��DSSHDU�WR�EH�D�QRQ �LVVXH��$GDPV�HW�DO� ��������IRU�H[DPSOH��QRWH�LQ�D�IRRWQRWH�WKDW�LQWHULP�UHSRUWV�DUH�DOVR�QRUPDOO\�VHQW�WR�VKDUHKROGHUV�EXW�VXFK�UHSRUWV�WHQG�WR�FRQWDLQ�OLWWOH�RU�QR�YROXQWDU\�LQIRUPD WLRQ�DQG�VR�ZHUH�H[FOXGHG�IURP�WKHLU�VWXG\���� 6HH��IRU�H[DPSOH��2¶'Z\HU��������RQ�WKH�SUHYDOHQFH�RI�VXFK�SUDFWLFHV��$V�QRWHG�E\�*UD\� HW�DO���������� RUJDQL]DWLRQV� IUHTXHQWO\� SUHSDUH� LQIRUPDWLRQ� IRU� WKHLU� RZQ� LQWHUQDO� XVH�� IRU� XVH� E\�UHJXODWRU\� DXWKRULWLHV� RU� FRQWUDFW� ZLWK� H[WHUQDO� FRQVXOWDQWV� WR� SURYLGH� WKHP� ZLWK� LQIRUPDWLRQ��2QO\�UDUHO\�LV�VXFK�LQIRUPDWLRQ�UHOHDVHG�LQWR�WKH�SXEOLF�GRPDLQ��UHSUHVHQWLQJ�WKH�WLS�RI�WKH�VRFLDO�DQG�HQYLURQPHQWDO�DFFRXQWLQJ�LFHEHUJ��*UD\�HW�DO������������ 7KH�H[FOXVLRQ�RI�VLWH�EDVHG�RU�UHJLRQDO�HQYLURQPHQWDO�DQG�VRFLDO�UHSRUWV�SHUKDSV�UHTXLUHV�IXUWKHU�H[SODQDWLRQ�� ,W� LV�QRW�XQFRPPRQ�IRU�FRPSDQLHV� WR�SURGXFH�HQYLURQPHQW�UHSRUWV� IRU�D�SDUWLFXODU�UHJLRQ��H�J��WKH�KRPH�FRXQWU\��RU�IRU�NH\�RSHUDWLRQDO�VLWHV��$V�ZDV�QRWHG�LQ�&KDSWHU����LW�LV QRZ�PDQGDWRU\�LQ�FRXQWULHV�VXFK�DV�WKH�1HWKHUODQGV�DQG�'HQPDUN�IRU�FRPSDQLHV�LQ�HQYLURQPHQWDOO\ �VHQVLWLYH� LQGXVWULHV� WR� SURGXFH� VLWH�EDVHG� HQYLURQPHQW� UHSRUWV�� 7KH� (0$6� UHJXODWLRQ� �&(&������D��DOVR�HQFRXUDJHV�FRPSDQLHV�WR�YROXQWDULO\ SURGXFH�HQYLURQPHQW�UHSRUWV�DV�SDUW�RI�WKH�(8¶V�PLVVLRQ�WR�LPSURYH�WKH�RYHUDOO�HQYLURQPHQWDO�SHUIRUPDQFH�RI�RUJDQL]DWLRQV��7KH�5HJXODWLRQ�ZDV�RULJLQDOO\� VLWH�EDVHG� EXW�� IROORZLQJ� WKH� LQWURGXFWLRQ� RI� D� QHZ�(0$6� UHJXODWLRQ� �&(&�� ����D��ZKLFK� UHSODFHG� WKH� RULJLQDO� �&(&�� ����E��� (0$6� FDQ� EH� DSSOLHG� WR� DOO� RU� SDUWV� RI� DQ�RUJDQL]DWLRQ��/RFDO�DXWKRULWLHV�WRR��LQ�UHODWLRQ�WR�SODQQLQJ�DSSOLFDWLRQV�DQG�RSHUDWLQJ�OLFHQFHV�PD\�DOVR�UHTXLUH�FRPSDQLHV�WR�VXEPLW�VLWH�EDVHG�HQYLURQPHQW�UHSRUWV��+HQFH��WKHUH�DUH�PHFKDQLVPV�LQ�SODFH� ZKLFK� GULYH� WKH� SURGXFWLRQ� RI� UHJLRQDO� RU� VLWH�EDVHG� HQYLURQPHQWDO� DQG� VRFLDO� UHSRUWV��+RZHYHU��XQOLNH� WKH�JURXS�DQQXDO�UHSRUW�DQG�DFFRXQWV�� WKHVH�UHSRUWV�GR�QRW�FRYHU�D�FRPSDQ\¶V�HQWLUH�RSHUDWLRQV�DQG�DV�VXFK�DUH�H[FOXGHG�IURP�WKH�VWXG\��:KLOVW�LW�LV�FHUWDLQO\�SRVVLE OH�WR�SUHVHQW�DUJXPHQWV�IRU�WKH�LQFOXVLRQ�RI�VXFK�UHSRUWV�LQ�D�VWXG\�RI�WKLV�NLQG��D�GHFLVLRQ�ZDV�WDNHQ�WR�H[FOXGH�WKHP�IRU�WKH�UHDVRQV�VHW�RXW�LQ�WKH�PDLQ�WH[W���� 8QLWLVLQJ� WKH�ZRUOG�RI�REVHUYDWLRQV�DQG�PHVVDJHV�JLYHV�ULVH� WR�PDQ\�HSLVWHPRORJLFDO�TXHVWLRQV�WKDW�FDQQRW�EH�DGGUHVVHG�KHUH��RWKHU�WKDQ�SHUKDSV�WR�VD\�WKDW�XQLWV�DUH�QRW�DEVROXWH��5DWKHU��WKH\�HPHUJH� LQ� LQWHUDFWLRQ� EHWZHHQ� ³UHDOLW\´� DQG� WKH� REVHUYHU� RI� WKDW� UHDOLW\�� EHLQJ� D� IXQFWLRQ� RI�HPSLULFDO� IDFWV�� UHVHDUFK� SXUSRVHV� DQG� SURJUDPPHV�� DQG� GHPDQGV� PDGH� E\� DYDLODEOH� UHVHDUFK�WRROV�DQG�WHFKQLTXHV��VHH��IRU�H[DPSOH��.ULSSHQGRUII����������� 2Q� WKH� UHODWHG�TXHVWLRQ�RI�ZKHWKHU�D�GLVWLQFWLRQ�VKRXOG�EH�PDGH�EHWZHHQ� WH[W�DQG�SLFWXUHV��QR�GLVWLQFWLRQ�LV�PDGH�LQ�WKH�SUHVHQW�VWXG\��*UD\�HW�DO�������F��GLG�PDNH�VXFK�D�GLVWLQFWLRQ�IRU�SDUW�RI�WKHLU�VDPSOH�����������EXW�GURSSHG�LW�IRU�WKH�FRQWLQXLQJ�������HW�VHT���GDWDEDVH�DV�LW�ZDV�QRW�FOHDU�ZKDW�LQIHUHQFHV�PLJKW�EH�GUDZQ�IURP�PDNLQJ�WKLV�GLVWLQFWLRQ���� 7KH�LQFOXVLRQ�RI�EODQN�SDUWV�RI�D�SDJH�LQWURGXFHV�DQ�HOHPHQW�RI�VXEMHFWLYLW\�LQWR�WKH�PHDVXUHPHQW�SURFHVV�� 7KH� UHDVRQV� MXVWLI\LQJ� WKLV� DSSURDFK� KDYH� EHHQ� DGGUHVVHG� HOVHZKHUH� �H�J�� 8QHUPDQ����������� 7KH�HYDOXDWLYH�GLPHQVLRQV�RI�µJRRG¶�DQG�µEDG¶�KDYH�WKHLU�RULJLQV�LQ�SV\FKRORJ\�LQ�UHODWLRQ�WR�WKH�FRQFHSW� RI� DWWLWXGH� DQG� DWWLWXGH� WKHRU\�GHYHORSPHQW� �.ULSSHQGRUII�� �������7KH�DGGLWLRQ�RI� WKLV�TXDOLWDWLYH�FKDUDFWHULVWLF�RI�PHVVDJHV�RSHQHG�WKH�GRRU�WR�WHUPV�VXFK�DV�µSUR �FRQ¶�DQG�µIDYRXUDEOH�XQIDYRXUDEOH¶� LQ�DVVHVVLQJ� WKH�GHJUHH� WR�ZKLFK�VXFK�PHVVDJHV�FRQWDLQ�HYLGHQFH�RI�GLUHFWLRQ� RU�ELDV��6HH��IRU�H[DPSOH��$EUDKDPVRQ�DQG�$PLU��������ZKR�XVHG�FRQWHQW�DQDO\VLV�WR�PHDVXUH�WKH�DPRXQW�RI�QHJDWLYH�ZRUGV�DSSHDULQJ�LQ�WKH�SUHVLGHQW¶V�OHWWHU�WR�VKDUHKROGHUV�RI�ILUPV�OLVWHG�RQ�WKH�1HZ�<RUN�RU�$PHULFDQ�6WRFN�([FKDQJHV��)RU�WKHLU�VWXG\��D�ZRUG ZDV�FRGHG�µQHJDWLYH¶�LI�LW�ZDV�XVHG�LQ�WKH�FRQWH[W�RI�HLWKHU�D�QHJDWLYH�RUJDQL]DWLRQDO�RXWFRPH��H�J��«� GLVDSSRLQWLQJ RSHUDWLQJ�UHVXOWV�� RU� RI� D�QHJDWLYH� HIIHFW�RQ� WKH� HQYLURQPHQW�RQ� WKH�RUJDQL]DWLRQ� �H�J��«�KDG�D� QHJDWLYHHIIHFW� RQ� SURILWV��� 7KHUH� DUH� REYLRXVO\� SUDFWLFDO� SUREOHPV�ZKHUH� D� SLHFH� RI� WH[W� FRQWDLQV� ERWK�
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µJRRG¶�DQG�µEDG¶�QHZV��,Q�WKH�FDVH�RI�WKH�SUHVHQW�VWXG\��ZKHUH�SUDFWLFDEOH��VHSDUDWH�LWHPV�RI�WH[W�ZHUH�FRGHG�UHODWLQJ��UHVSHFWLYHO\��WR�WKH�JRRG�DQG�EDG�QHZV���� *XWKULH� DQG� 3DUNHU� ������� WUHDWHG� HQYLURQPHQWDO� GLVFORVXUHV� LQ� WKH� DFFRXQWV� ZKLFK� UHODWHG� WR�HQYLURQPHQWDO�GDPDJH�DQG�ZKLFK�ZHUH�UHSRUWHG�XQGHU�86�*$$3�DV�µEDG�QHZV¶��VXFK�LQIRUPDWLRQ�QRUPDOO\�DSSHDULQJ�DV�FRQWLQJHQW�OLDELOLWLHV�LQ�WKH�QRWHV�WR�WKH�DFFRXQWV�ZKLFK�WKH\�FRQFOXGHG�³«�UHSUHVHQWHG� DXGLWHG� QHJDWLYH� VRFLDO� GLVFORVXUHV´� �S������� +RZHYHU�� VXFK� DQ� DSSURDFK� VHHPV�SUHVXPSWXRXV�JLYHQ�WKDW�HYHQ�µEDG¶�QHZV�FDQ�EH�SUHVHQWHG�DV�µJRRG¶�QHZV��7KXV��LQ�WKH�SUHVHQW�VWXG\�GLVFORVXUHV�UHODWLQJ� WR�HQYLURQPHQWDO� OLDELOLWLHV��SURYLVLRQV�DQG�FRQWLQJH QW�OLDELOLWLHV�ZHUH�WUHDWHG�DV�µEDG�QHZV¶�LI�WKH�LQIRUPDWLRQ�ZDV�SUHVHQWHG�DV�VXFK��7KDW�LV��WKH�PHUH�SUHVHQWDWLRQ�RI�VXFK� LQIRUPDWLRQ� LQ� FRQIRUPLW\� ZLWK� OHJDO� DQG� DFFRXQWLQJ� UHTXLUHPHQWV� ZDV� QRW� RI� LWVHOI�FRQVLGHUHG�WR�EH�µEDG�QHZV¶��5DWKHU��WKH�FKRLFH�RI ZRUGV�XVHG�WR�FRQYH\�WKH�LQIRUPDWLRQ�ZDV�VHHQ�DV�WKH�SULPDU\�IDFWRU�LQ�GHFLGLQJ�ZKHWKHU�WKH�GLVFORVXUH�ZDV�µJRRG¶�RU�µEDG¶�QHZV��,W�VKRXOG�DOVR�EH�ERUQH�LQ�PLQG�WKDW�D�PDWHULDO�GLVFORVXUH�RI�SUHYLRXVO\�XQIRUHVHHQ�ORVVHV�RU�OLDELOLWLHV�LV��LQ�WKH�FDVH� RI� SXEOLFO\�OLVWHG� FRPSDQLHV�� OLNHO\� WR� KDYH� EHHQ�PDGH� SXEOLF� SULRU� WR� WKH� UHOHDVH� RI� WKH�ILQDQFLDO� VWDWHPHQWV�FRQFHUQHG�DQG�DV� VXFK�ZLOO�KDYH�DOUHDG\�EHHQ�GLVFRXQWHG�E\� WKH�VHFXULWLHV�PDUNHWV�E\�WKH�WLPH�WKH�DQQXDO�UHSRUW�LV�UHOHDVHG���� 7KH�LQWHUURJDWLRQ�LQVWUXPHQW�LV�EDVHG�RQ�WKDW�XVHG�IRU�WKH�*UD\�HW�DO�������E��F��VWXG\��+RZHYHU��DV� WKH� ODWWHU�ZDV� FRQFHUQHG� RQO\�ZLWK� DQQXDO� UHSRUWV�� DGDSWDWLRQV�ZHUH�PDGH� WR� FRSH�ZLWK� WKH�SUHVHQW�VWXG\¶V� LQFOXVLRQ�RI�VRFLDO��HQYLURQPHQWDO�DQG�RWKHU�FRPSDQ\�UHSRUWV��)RU�H[DPSOH �� WKH�GHILQLWLRQ�RI�DFFRXQWLQJ�SDJHV��$FF33��ZDV�DGDSWHG�IURP�WKDW�RI�*UD\� HW�DO�������F��E\�LQFOXGLQJ�VWDWXWRU\�DQG�YROXQWDU\�VXSHUYLVRU\�PDQDJHPHQW�LQIRUPDWLRQ�EHFDXVH�RI�GLIILFXOWLHV�H[SHULHQFHG�LQ� VHSDUDWLQJ� µSXUH¶� DFFRXQWLQJ� LQIRUPDWLRQ� IURP�PDQDJHPHQ W¶V�GLVFXVVLRQ�DQG�DQDO\VLV�RI� WKH�ILQDQFLDO�UHVXOWV��7KH�LQWHUURJDWLRQ�LQVWUXPHQW�LV�QRW�LQFOXGHG�LQ�WKH�WKHVLV�EXW�D�FRS\�LV�DYDLODEOH�RQ�UHTXHVW���� 7KRVH� HQJDJHG� LQ� FRQWHQW� DQDO\VLV� �L�H�� WKH� FRGHUV�� IRU� WKH� SUHVHQW� VWXG\�ZRUNHG� WKURXJK� HDFK�UHSRUW�SDJH�E\�SDJH�� LGHQWLI\LQJ��XVLQJ�D�KLJKOLJKWLQJ�SHQ��HDFK�SLHFH�RI�GDWD�GHWHUPLQHG�WR�EH�&('��DVVLJQLQJ�TXDQWLWDWLYH�DQG�TXDOLWDWLYH�FKDUDFWHULVWLFV�HLWKHU�DW� WKH�VDPH�WLPH�RU�DW� WKH�HQG�ZKHQ�DOO�LWHPV�RI�GLVFORVXUH�KDG�EHHQ�LGHQWLILHG��:KHQ�WKLV�SURFHVV�ZDV�FRPSOHWH�IRU�DOO�SDJHV��WKH� FRGHU�ZRXOG� WKHQ� HQWHU� HDFK� LWHP�RI� FRGHG�GDWD� RQWR� WKH� LQWHUURJDWLRQ� LQVWUXPHQW�� VWDUWLQJ�IURP�WKH�IURQW�RI�WKH�UHSRUW�DQG�ZRUNLQJ�WKURXJK�SDJH�E\�SDJH�WR�WKH�HQG��7KLV�ZDV�IRXQG�WR�EH�WKH� PRVW� HIILFLHQW� DQG� HIIHFWLYH� PHWKRG� RI� FRGLQJ� DQG� UHFRUGLQJ�� SDUWLFXODUO\� LQ� WKH� FDVH� RI�HQYLURQPHQW�UHSRUWV�ZKHUH�PDQ\�GLIIHUHQW�LWHPV�RI�FRGHG�GDWD�RIWHQ�DSSHDUHG�RQ�WKH�VDPH�SDJH��7KLV�PHWKRG�DOVR�SURYLGHV�DQ�DXGLW�WUDLO�LQ�WHUPV�RI�EHLQJ�DEOH�WR�WUDFH��XVLQJ�WKH�SDJH�UHIHUHQFH�RQ�WKH�LQWHUURJDWLRQ�LQVWUXPHQW��EDFN�WR�HDFK�LWHP�RI�&('��7KH�WRWDO�QXPEHU�RI�UHSRUWV�LQFOXGHG�IRU�FRQWHQW�DQDO\VLV�SXUSRVHV�ZDV���������7DEOH�������7KXV��WKLV�LV�DOVR�WKH�QXPEHU�RI�FRPSOHWHG�GDWDEDVH�LQWHUURJDWLRQ�LQVWUXPHQW�IRUPV��� 7KH�UHVHDUFK�DSSURDFK�RI�UHFRUGLQJ�WKH GDWD�PDQXDOO\�RQ�WKH�LQSXW�IRUPV�ILUVW�DQG�WKHQ�HQWHULQJ�WKH� VXPPDULVHG� WRWDOV� LQWR� WKH� FRPSXWHU� GDWDEDVH� KDV� EHHQ� IRXQG� WR� EH� PRUH� UHOLDEOH�� PRUH�FRQYHQLHQW�DQG�VLPSOHU�WKDQ�HQWHULQJ�WKH�GDWD�GLUHFWO\�LQWR�D�FRPSXWHU�GDWDEDVH�IURP�WKH�VRXUFH�GRFXPHQWV��*UD\�HW�DO�������F���2QH�ULVN�QRWHG�E\�*UD\�HW�DO��IURP�DGRSWLQJ�WKLV�DSSURDFK�LV�WKH�SRVVLELOLW\�RI�GDWD�WUDQVIHUHQFH�ULVN��L�H��WKH�ULVN�WKDW�WKH�GDWD�LQ�WKH�FRPSXWHU�GDWDEDVH�ZRXOG�QRW�PDWFK� WKH�GDWD� DV� UHFRUGHG�RQ� WKH� LQSXW� IRUPV�GXH� WR�KXPDQ�HUURU�GXULQJ� WKH� WUDQVIHU�SURFHVV��,QWURGXFLQJ� D� FRQWURO� FKHFN� RQ� WKH�PDQXDO� LQSXW� IRUPV� WR� HQVXUH� WKH� FRPSOHWHQHVV�RI� WKH�GDWD�PLQLPL]HG�WKLV�ULVN����� $V� D� UHVXOW� RI� WKHVH� FKHFNV�� RQH� HUURU� ZDV� IRXQG� ZKHUHE\� DQ� HQYLURQPHQW� UHSRUW� KDG� EHHQ�LQFRUUHFWO\� FRGHG� DV� DQ� ³RWKHU´� UHSRUW� �25��� 7KLV� HUURU�ZDV� FRUUHFWHG� IRU� WKH� SXUSRVHV� RI� WKH�GHVFULSWLYH�DQDO\VLV�RI�UHVXOWV�DV�SURYLGHG�LQ�&KDSWHU�����7KLV�HUURU�GLG�QRW�DIIHFW�WKH�K\SRWKHVHV�WHVWV� GHVFULEHG� LQ� &KDSWHU� ��� WKHVH� EHLQJ� EDVHG� RQ� WKH� WRWDO� DPRXQW� RI� &('� SHU� WKH� ³&2<�´�GDWDEDVH���� 7KH�FRQWHQW�DQDO\VLV�SKDVH�RI�WKH�SLORW�VWXG\�JDYH�ULVH�WR�D�QXPEHU�RI�QRW�XQLPSRUWDQW�TXHVWLRQV�DQG�FRQFHUQV��7KHVH�ZHUH�GLVFXVVHG� LQ�GHWDLO�ZLWK�3URIHVVRU�5RE�*UD\� LQ� DQ�DWWHPSW� WR�GHILQH�PRUH� FOHDUO\� DQG� SUHFLVHO\� WKH� FODVVLILFDWLRQ� RI� WKH� GDWD� WR� EH� FDSWXUHG� IRU� WKH� SXUSRVHV� RI�WUDQVSDUHQF\� DQG� FRPSDUDELOLW\�� 2YHUDOO�� WZR� NH\� LVVXHV� HPHUJHG� IURP� WKLV� GLVFXVVLRQ� LQ� WKH�FRQWH[W� RI� WKH� SUHVHQW� VWXG\�� ILUVWO\�� FRQWHQW� DQDO\VLV� LV� QRW� DQ� H[DFW� VFLHQFH� DQG� D� GHJUHH� RI�
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VXEMHFWLYLW\�LV�XQDYRLGDEOH��DQG��VHFRQGO\��WKH�ODQJXDJH�XVHG��LQ�WHUPV�RI�VW\OH��FKRLFH�RI�ZRUGV��SURVH��HWF���LQ�FRPSDQ\�UHSRUWV�KDV�DQ�LQWHQGHG�LPSDFW�XSRQ�WKH�UHDGHU�LQ�WHUPV�RI�WKH�XQGHUO\LQJ�PHVVDJH� ZKLFK� WKH� FRPSDQ\� LV� WU\LQJ� WR� FRQYH\�� 7KH� ODQJXDJH� EHLQJ� XVHG� VKRXOG� EH� VHHQ� DV�UHOHYDQW�WR�WKH�SURFHVV�RI�FODVVLI\LQJ�D�SDUWLFXODU�GLVFORVXUH�LWHP��,Q�HVVHQFH��D�µJXW¶�IHHOLQJ�LV�DV�JRRG�DV�DQ\���� $V� QRWHG� E\�.ULSSHQGRUII� �������� WKLV�PXWXDO� DGMXVWPHQW� SURFHVV� FRQWLQXHV� XQWLO� VRPH� VRUW� RI�KRPHRVWDVLV� LV� UHDFKHG� EHWZHHQ� ZKDW� WKH� OHDG� UHVHDUFKHU� ZDQWV�� ZKDW� WKH� FRGHUV� VHH� DQG� DUH�FDSDEOH�RI�OHDUQLQJ��ZKDW�WKH�LQVWUXFWLRQV�LPSO\�DQG�KRZ�WKH�VRXUFH�PDWHULDO�FDQ�EH�LQWHUSUHWHG�ZLWKRXW�YLRODWLQJ�LQWXLWLRQ���� ,Q� DQ� LGHDO� ZRUOG�� WKH� LQGLYLGXDOV� WKDW� WDNH� SDUW� LQ� WKH� GHYHORSPHQW� RI� VXLWDEOH� UHFRUG LQJ�LQVWUXFWLRQV�VKRXOG�QRW�EH� LQYROYHG�LQ�WKH�UHFRUGLQJ�RI�GDWD��.ULSSHQGRUII���������)XUWKHUPRUH��RQFH�WKH�UHFRUGLQJ�LQVWUXFWLRQV�KDYH�EHHQ�GHYHORSHG��LGHDOO\�WKH\�VKRXOG�EH�WHVWHG�IRU�UHOLDELOLW\�ZLWK�D�IUHVK�VHW�RI�LQGHSHQGHQW�FRGHUV��,Q�SUDFWLFH��DPRQJVW�&65�UHVHDUFKHUV�LW�LV�FRPPRQ�IRU�WKH�UHFRUGLQJ� LQVWUXFWLRQV� WR�EH�GHYHORSHG�E\�WKH�UHVHDUFKHU�KLP�KHUVHOI�EDVHG�RQ�SULRU�VWXGLHV��EXW�IRU� WKH� FRQWHQW� DQDO\VLV� FRGLQJ� WR� EH� SHUIRUPHG� E\� PXOWLSOH� FRGHUV� �QRUPDOO\� WKH� DXWKRUV�WKHPVHOYHV�DQG�VWXGHQWV�RU�KLUHG�UHVHDUFKHUV��HLWKHU�LQGHSHQGHQWO\�RI�RU�LQ�FRQMXQFWLRQ�ZLWK�WKH�UHVHDUFKHU��IRU�H[DPSOH��*UD\�HW�DO�������F��*XWKULH��������+DFNVWRQ�DQG�0LOQH��������0LOQH�DQG�$GOHU���������6XFK�DQ�DSSURDFK�DW�OHDVW�RYHUFRPHV�.ULSSHQGRUII¶V��������PRVW�VHULRXV�FULWLFL VP�RI�SUDFWLFH�LQ�FRQWHQW�DQDO\VLV�ZKHUHE\�WKH�UHVHDUFKHU�GHYHORSV�KLV�KHU�RZQ�UHFRGLQJ�LQVWUXFWLRQV�DQG�DSSOLHV�WKHP�DOO�E\�KLV�KHUVHOI�RU�ZLWK�WKH�DLG�RI�D�IHZ�FORVH�FROOHDJXHV�WKXV�SUHYHQWLQJ�DQ\�IRUP�RI�LQGHSHQGHQW�UHOLDELOLW\�FKHFNV���� 2WKHU�WKDQ�WKH�DXWKRU��QRQH�RI�WKH�FRGHUV�KDG�DQ\�SULRU�H[SHULHQFH�RI�FRQWHQW�DQDO\VLV�DQG�OLWWOH�RU�QR� SULRU� NQRZOHGJH� RI�&65� UHVHDUFK��7KH� DXWKRU� UHFHLYHG� WUDLQLQJ� LQ� FRQWHQW� DQDO\VLV� WKURXJK�GHWDLOHG�GLVFXVVLRQV�ZLWK�DQ�H[SHULHQFHG�UHVHDUFKHU�LQ�WKH�FRQWHQW�DQDO\VLV�RI� FRUSRUDWH�UHSRUWV���� 7KHVH�GRFXPHQWV�LQFOXGHG�WZR�SDSHUV�SXEOLVKHG�E\�*UD\� HW�DO�������E��F���.ULSSHQGRUII¶V�������&RQWHQW�$QDO\VLV DQG�WKH��UHYLVHG��UHVHDUFK�SURSRVDO�GRFXPHQW�IRU�WKH�SUHVHQW�VWXG\���� 7KH� RYHUDOO� ILQGLQJV� RI� WKH�0LOQH� DQG�$GOHU� ������� VWXG\� VXJJHVW� WKDW� WKH� FRGHG� RXWSXW� IURP�LQH[SHULHQFHG� FRGHUV� ZLWK� OLWWOH� RU� QR� SULRU� WUDLQLQJ� FRXOG� EH� UHOLHG� XSRQ� IRU� DJJUHJDWH� WRWDO�GLVFORVXUH� DQDO\VLV�� DOWKRXJK� WKH\� VXJJHVW� WKDW� UHOLDQFH� RQ�PRUH� GHWDLOHG� VXE �FDWHJRU\� DQDO\VLV�UHTXLUHG�PRUH�WUDLQLQJ��DW�OHDVW����UHSRUWV����� 2QH�RI�WKH�ZHDNQHVVHV�RI�FRQWHQW�DQDO\VLV��SDUWLFXODUO\�LQ�WKH�FRQWH[W�RI�ORQJLWXGLQDO�VWXGLHV��LV�WKDW�WKH�DVVHVVPHQW�RI�WKH�W\SH�DQG�DPRXQW�RI�FRQWHQW�PXVW�EH�FRQVLVWHQW�WKURXJKRXW�WKH�VWXG\�DQG�EHWZHHQ� FRPSDQLHV�� 7KLV� QHHG� IRU� FRQVLVWHQF\� LV� KDPSHUHG� E\� WKH� QHFHVVDU\� HOHPHQW� RI�VXEMHFWLYLW\�LQYROYHG�LQ�GHWHUPLQLQJ�ZKDW�FRQVWLWXWHV�D�SDUWLFXODU�W\SH�RI�GLVFORVXUH��=pJKDO�DQG�$KPHG���������,Q�RWKHU�VWXGLHV��VHH��IRU�H[DPSOH��'HHJDQ�DQG�*RUGRQ��������'HHJDQ� HW�DO���������*LEVRQ�DQG�2¶'RQRYDQ���������WKLV�KDV�EHHQ�FRQWUROOHG�IRU�HLWKHU�WKURXJK�WKH�XVH�RI�VSRW�FKHFNV�RQ� WKH� FRQWHQW� DQDO\VLV� EHWZHHQ� FRPSDQLHV� DQG� RYHU� WLPH� RU� E\� WKH� UHSRUWV� LQ� TXHVWLRQ� EHLQJ�FRQWHQW�DQDO\VHG�E\�PRUH�WKDQ�RQH�UHVHDUFKHU��:LWK�D�ODUJH�QXPEHU�RI�UHSRUWV�LQ�D�ORQJLW XGLQDO�VWXG\��WKHUH�LV�WKH�DGGLWLRQDO�SUREOHP�RI�PLQRU�YDULDWLRQV�LQ�WKH�PHDVXUHPHQW�RI�LWHPV�ERWK�E\�WKH�VDPH� UHVHDUFKHU� DQG� E\� GLIIHUHQW� UHVHDUFKHUV��$V� QRWHG� E\�*UD\� HW� DO�� �����F��� RPLVVLRQV� DQG�GLIIHUHQFHV� DUH� LQHYLWDEOH� LQ� WKLV� NLQG� RI� UHVHDUFK� DQG� FDQ� RQO\� EH� SUHYHQWHG� E\� FRPSOHWH�UHSOLFDWLRQ�� ZKLFK� LV�� XQIRUWXQDWHO\�� QRW� DQ� RSWLRQ� EHFDXVH� RI� WKH� DPRXQW� RI� ZRUN� LQYROYHG��6LPLODUO\�� HUURUV� DULVLQJ� IURP� WKH� URXQGLQJ� RI�PHDVXUHPHQW� DSSHDU� XQDYRLGDEOH� LQ� YLHZ�RI� WKH�UDQJH� RI� UHSRUWLQJ� VW\OHV� DQG� SULQWLQJ GHVLJQV� XVHG� E\� FRPSDQLHV�� 7KH� LQWXLWLYH� SRVLWLRQ�� DV�RSSRVHG�WR�DQ\�UDWLRQDO�RU�TXDQWLILDEOH�EDVLV��DGRSWHG�LQ�WKH�SUHVHQW�VWXG\�LV�WKDW�VXFK�HUURUV�ZLOO�EH�FRQWDLQHG�ZLWKLQ�DFFHSWDEOH�OLPLWV���� 2WKHU�DSSURDFKHV�LQFOXGH���L��VHOHFWLQJ�ODUJH��PHGLXP�DQG�XQO LVWHG�FRPSDQLHV��VHH��IRU�H[DPSOH��*UD\�HW�DO���������.LUNPDQ�DQG�+RSH��������0DXQGHUV��������������7RQNLQ�DQG�6NHUUDWW����������LL��VHOHFWLQJ�³LQWHUHVWLQJ´�RU�³EHVW�SUDFWLFH´�H[DPSOHUV��VHH��IRU�H[DPSOH��+DUWH�DQG�2ZHQ���������������DQG��LLL��KDSKD]DUG�VDPSOHV��VHH��IRU�H[DPSOH��*UD\�HW�DO�������F�� SLORW�VDPSOH������������� $Q�LQLWLDO�VDPSOH�RI�FRPSDQLHV�ZDV�VHOHFWHG�IURP�7KH�7LPHV���������� �%DUURZ������� UHIHUHQFH�ERRN�IRU�WKH�SXUSRVHV�RI�FDUU\LQJ�RXW�D�SLORW�VWXG\��+LEELWW�DQG�8UVHP���������7KH�LQLWLDO�VD PSOH�ZDV�VHOHFWHG�IURP�7KH�7LPHV�����������RQ�WKH�EDVLV�RI�WZR�FULWHULD���L��LQGXVWU\�VHFWRU��DQG��LL��FRXQWU\� RI� RULJLQ� �WKHVH� WZR� FULWHULD� DUH� H[SODLQHG� LQ� PRUH� GHWDLO� EHORZ��� 8VLQJ� WKH� LQGXVWU\�
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FODVVLILFDWLRQ�DV�VHW�RXW�LQ�*UD\� HW�DO�������F�� $SSHQGL[�����ZKLFK�FODVVLILHV�FRPSDQLHV�LQWR����LQGXVWU\�VHFWRUV�EDVHG�RQ�WKH�FODVVLILFDWLRQ�V\VWHP�XVHG�LQ�7KH�7LPHV�������D�WRWDO�RI�VL[�LQGXVWU\�VHFWRUV� ZHUH� VHOHFWHG� WR� SURYLGH� D� VDPSOH� RI� HQYLURQPHQWDOO\�VHQVLWLYH� �(6�� DQG� OHVV�HQYLURQPHQWDOO\�VHQVLWLYH��/(6� FRPSDQLHV�IRU�WKH�SLORW�VWXG\��7KHVH�VL[�LQGXVWU\�VHFWRUV�ZHUH��PHFKDQLFDO�DQG�JHQHUDO�HQJLQHHULQJ��(6���FKHPLFDOV��(6���H[WUDFWLYH��(6���IRRG�DQG�GULQN��/(6���HOHFWURQLFV�DQG�HOHFWULFDO�HQJLQHHULQJ��/(6���DQG��UHWDLO�DQG�OHLVXUH��/(6���6LPLODUO\�� ILYH�(XURSHDQ�FRXQWULHV�ZHUH� FKRVHQ� DV� WKH� EDVLV� IRU� WKH� VHFRQG�FULWHULRQ�RI� VHOHFWLRQ��)UDQFH��*HUPDQ\�� WKH�1HWKHUODQGV�� 6ZLW]HUODQG�� DQG�� WKH�8.��2Q� WKH�EDVLV�RI� WKHVH� WZR�FULWHULD�� WKH� WRWDO� QXPEHU�RI�FRPSDQLHV� VHOHFWHG� IURP� 7KH� 7LPHV� ����� ���� ZDV� ���� RXW� RI� D� WRWDO� SRSXODWLRQ� RI� ������(XURSHDQ�FRPSDQLHV��'HWDLOV�RI�WKH�LQLWLDO�VDPSOH�E\�FRXQWU\�DQG�E\�LQGXVWU\�VHFWRU�DUH�SURYLGHG�LQ�WKH�UHVXOWV�RI�WKH�SLORW�VWXG\��+LEELWW�DQG�8UVHP��������EXW�DUH�QRW�SUHVHQWHG�KHUH�DV�WKH\�DUH�QRW� GLUHFWO\� UHOHYDQW� WR� WKH� SUHVHQW� VWXG\��$IWHU� LGHQWLILFDWLRQ� RI� WKLV� LQLWLDO� VDPSOH�� D� VWDQGDUG�OHWWHU�ZDV� VHQW� WR� WKH� FRPSDQ\� VHFUHWDU\�RI� DOO�����FRPSDQLHV�ZLWK�D� UHTXHVW� IRU�FRSLHV�RI� WKH�(QJOLVK� YHUVLRQ� �ZKHUH� DYDLODEOH�� RI� HDFK� FRPSDQ\¶V� DQQXDO� UHSRUW� DQG� DFFRXQWV� IRU� WKH�\HDUV�HQGLQJ�LQ������WKURXJK�WR�������VL[�\HDUV���$V�DW����$SULO�������UHSOLHV�KDG�EHHQ�UHFHLYHG�IURP�D�WRWDO�RI�����FRPSDQLHV��RI�ZKLFK�RQO\���������RI�WKH�WRWDO�VDPSOH��ZHUH�VDWLVIDFWRU\��7KH�RWKHU�����UHSOLHV�ZHUH�FRQVLGHUHG�XQVDWLVIDFWRU\�HLWKHU�EHFDXVH�FRSLHV�RI�WKH�$5V�ZHUH�QRW�UHFHLYHG�IRU�DOO�VL[�\HDUV�RU�EHFDXVH�FRSLHV�RI�WKH�$5V�IRU�DOO�VL[�\HDUV�ZHUH�UHFHLYHG�EXW�RQH�RU�PRUH�$5�ZDV�QRW� LQ� (QJOLVK�� )ROORZLQJ� WKH� SLORW� VWXG\�� D� UHYLVHG� SURSRVDO� GRFXPHQW�ZDV� VXEPLWWHG� IRU� WKH�SUHVHQW� SURMHFW� LQ� 0DUFK� ����� ZKLFK� VHW� RXW� D� VLJQLILFDQWO\� GLIIHUHQW� UHVHDUFK� DSSURDFK� �VHH�6HFWLRQ� ������ $V� SDUW� RI� WKLV� UHYLVHG� DSSURDFK�� DQG� WDNLQJ� LQWR� DFFRXQW� WKH� SRRU� UHVSRQVH� UDWH�H[SHULHQFHG� ZLWK� WKH� LQLWLDO� SLORW� VWXG\� VDPSOH�� D� QHZ�� UHYLVHG� VDPSOH� RI� ���� FRPSDQLHV�ZDV�VHOHFWHG�IURP�7KH�7LPHV���������� UHIHUHQFH ERRN�FRYHULQJ�ILYH�JHRJUDSKLFDO�UHJLRQV��%HQHOX[�����FRPSDQLHV���*HUPDQ\�������1RUGLF�������6ZLW]HUODQG�������DQG��WKH�8.�������+RZHYHU��GXH�WR�VXEVHTXHQW�WLPH�DQG�ODERXU�FRQVWUDLQWV�DQG�WKH�FRQVLGHUDEOH�GLIILFXOWLHV H[SHULHQFHG�LQ�REWDLQLQJ�FRPSDQ\�UHSRUWV��VHH�6HFWLRQ��������WKLV�VDPSOH�ZDV�VXEVHTXHQWO\�UHGXFHG�WR����FRPSDQLHV�����%HQHOX[�����*HUPDQ���7KHVH�FRPSDQLHV�ZHUH�XVHG�DV�WKH�SULQFLSDO�VRXUFH�IRU�VWDWLVWLFDO�WHVWLQJ��+RZHYHU�� JLYHQ� WKDW� VRPH� HPSLULFDO� UHVHDUFK� ZRUN� KDG� EHHQ� SHUIRUPHG� LQ� UHVSHFW� RI� DOO� ����FRPSDQLHV��WKLV�ZRUN�KDV�EHHQ�LQFOXGHG�LQ�WKH�VWXG\�ZKHUH�DSSURSULDWH��7KXV��WKH�UHVHDUFK�VDPSOH�FRQVLVWV�RI�WZR�VDPSOHV�RI�FRPSDQLHV���L��D�SULPDU\�VDPSOH�PDGH�XS�RI����FRPSDQLHV�IURP�WZR�JHRJUDSKLFDO�UHJLRQV��%HQHOX[�DQG�*HUPDQ\��ZKLFK�IRUPV�WKH�PDLQ�VDPSOH�IRU�WKH�SXUSRVHV�RI�WKH�K\SRWKHVHV�WHVWV�DQG��LL��D�VHFRQGDU\�VDPSOH�FRPSULVLQJ�D�IXUWKHU�����FRPSDQLHV�IURP�WKUHH�JHRJUDSKLFDO�UHJLRQV��1RUGLF��L�H��'HQPDUN��)LQODQG��1RUZD\�DQG�6ZHGHQ���6ZLW]HUODQG�DQG WKH�8.����� ,1*�*URXS ZDV�IRUPHG�DV�D�UHVXOW�RI�D�PHUJHU RI�1DWLRQDOH�1HGHUODQGHQ��11��DQG�10%�LQ�������7KH�QHZ�JURXS��UHWURVSHFWLYHO\�VSHDNLQJ��SXEOLVKHG�WZR�VHWV�RI�DQQXDO�UHSRUWV�LQ������DQG�������RQH�E\�11�DQG�WKH�RWKHU�E\�10%��%RWK�VHWV�RI�DQQXDO�UHSRUW V�IRU������DQG������DUH�LQFOXGHG�LQ�WKH�VWXG\��,Q�WKH�FDVH�RI�$N]R�1REHO��WKLV�JURXS�ZDV�IRUPHG�DV�D�UHVXOW�RI�WKH�DFTXLVLWLRQ E\�$N]R�RI�1REHO� ,QGXVWULHV� LQ� ������ HIIHFWLYH� IRU� DFFRXQWLQJ� SXUSRVHV� IURP��� -DQXDU\� ������7KH� ILUVW�DQQXDO�UHSRUW�RI�WKH�QHZ�JURXS�ZDV�WKH������DQQXDO�UHSRUW��)RU�WKH�\HDUV������WR�������WKH�DQQXDO�UHSRUWV�XVHG�LQ�WKH�VWXG\�DUH�WKRVH�RI�$N]R�RQO\�JLYHQ�WKDW�WKH�FRPELQHG�JURXS�ZDV�WUHDWHG�IRU�DFFRXQWLQJ�SXUSRVHV�DV�DQ�DTFXLVLWLRQ�QRW�D�PHUJHU���� 7KXV�� LQ� WKH� FDVH� RI� WKH� *HUPDQ� FRPSDQ\�+HQNHO�� WKLV� FRPSDQ\� LV� FODVVLILHG� DV� ³+HDOWK� DQG�+RXVHKROG´��VHFWRU����JLYHQ�WKDW�WKLV�LV�WKH�JURXS¶V�SUHGRPLQDQW�DUHD�RI�DFWLYLW\�EDVHG�RQ�VDOHV��+HQNHO� GHVFULEHV� LWVHOI� DV� D� VSHFLDOLVW� LQ� DSSOLHG� FKHPLVWU\�� RSHUDWLQJ� LQ� WKUHH� SULQFLSDO� DUHDV��EUDQG�QDPH� SURGXFWV� �H�J�� GHWHUJHQWV� LQFOXGLQJ� 3HUVLO�� ZKLFK� DFFRXQWHG� IRU� ���� RI� VDOHV� LQ��������FKHPLFDO�SURGXFWV��������DQG�VSHFLDOLVW�FKHPLFDOV��������+HQFH��WKH�FODVVLILFDWLRQ�E\� 7KH�7LPHV����� DV�³+HDOWK�DQG�+RXVHKROG´��$Q�DUJXPHQW�FRXOG�EH�PDGH�IRU�FODVVLI\ LQJ�+HQNHO�DV�D�FKHPLFDOV� FRPSDQ\� �VHFWRU� ��� RQ� WKH� EDVLV� WKDW� FKHPLFDO� SURGXFWV� DQG� VSHFLDOLVW� FKHPLFDOV�FRPELQHG�DFFRXQW�IRU�����RI�VDOHV��1HYHUWKHOHVV��D�GHFLVLRQ�ZDV�PDGH�WR�IROORZ� 7KH�7LPHV�����FODVVLILFDWLRQ�� 6LPLODUO\��+RUQEDFK�+ROGLQJV� LV� FODVVLIL HG� DV� ³EXLOGLQJ�PDWHULDOV´� LQ� 7KH�7LPHV����� DOWKRXJK�WKH�FRPSDQ\�LV�D�',<�FKDLQ�GHULYLQJ�����RI�LWV�VDOHV�IRU���������IURP�VXSHUVWRUHV�DQG� JDUGHQ� FHQWUHV�� )RU� WKH� SXUSRVHV� RI� WKH� VWXG\�+RUQEDFK�ZDV� FODVVLILHG� XQGHU� ³([WUDFWLYH´��VHFWRU����DOWKRXJK�DQ�DUJXPHQW�FRXOG�EH�PDGH�IRU�LQFOXGLQJ�LW�XQGHU�³5HWDLO�DQG�/HLVXUH´��VHFWRU�
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���GHSHQGLQJ�RQ�WKH�H[WHQW�WR�ZKLFK�WKH�FRPSDQ\�VRXUFHV�LWV�PDWHULDOV�IRU�UHVDOH�IURP�RXWVLGH�WKH�FRPSDQ\� �L�H�� WKURXJK� SXUFKDVHV���+RZHYHU�� EDVHG� RQ� GLVFXVVLRQV�ZLWK� WKH� UHVSHFWLYH� UHV HDUFK�DVVLVWDQW��IRU�WZR�RWKHU�FRPSDQLHV��1HGHUODQGVH�*DV8QLH��1HWKHUODQGV��DQG�9(%$��*HUPDQ\���LW�ZDV� FRQVLGHUHG� QHFHVVDU\� WR� UHYLVH� WKH� FODVVLILFDWLRQ� JLYHQ� LQ� 7KH� 7LPHV� ���� WR� UHIOHFW�PRUH�IDLUO\� WKH� SULPDU\� DFWLYLWLHV� RI� WKH� FRPSDQLHV� LQ� TXHVWLRQ�� ,Q� ERWK� FDVHV� WKH� FKDQJH�ZDV� IURP�([WUDFWLYH��2LO�DQG�*DV��WR�(QHUJ\�8WLOLWLHV��VHFWRU�����ERWK�FODVVLILHG�DV�(6�VHFWRUV���� ,Q�WKLV�FRQWH[W��LW�LV�LPSRUWDQW�WR�UHPHPEHU�WKDW�SXEOLF�GDWD�RQ�WKH�HQYLURQPHQWDO�HIIHFWV�RI�PDQ �PDGH� VXEVWDQFHV�� QRWDEO\� FKHPLFDOV� DQG� IRVVLO� IXHOV�� LV� ERWK� VFDUFH� DQG� LQFRPSOHWH�� VXFK� WKDW�PXFK� RI� WKH� GHEDWH� DERXW� WKHVH� HIIHFWV� LV� SROLWLFDO��ZLWK� VFLHQWLVWV� RQ� ERWK� VLGHV� RI� WKH� GLYLGH�SURGXFLQJ�HYLGHQFH�WR�VXSSRUW�WKHLU�RZQ�SDUWLFXODU�YHUVLRQ�RI�HYHQWV��$�FDVH�LQ�SRLQW�LV�WKH�YHU\�SROLWLFDO�ZD\�LQ�ZKLFK�SXEOLF�GHEDWHV�KDYH�EHHQ�KHOG�RYHU�WKH�DVVRFLDWLRQ�EHWZHHQ�IRVVLO�IXHOV�DQG�FOLPDWH� FKDQJH� ZKLFK� FRQWLQXHV� WR� EH� DERXW� DVVXPSWLRQV DQG� KRZ� WR� DGGUHVV� WKH� SRVVLEOH�LPSOLFDWLRQV�RI�WKRVH�DVVXPSWLRQV��QRW DERXW�VFLHQWLILF�IDFW��VHH��IRU�H[DPSOH��6RRQ�HW�DO������������ 2QH� LQGXVWU\� ZKLFK� 'LHUNHV� DQG� 3UHVWRQ� ������� KDG� SUREOHPV� ZLWK� LQ� WHUPV� RI� LWV� SURSHU�WUHDWPHQW�DQG�DQDO\VLV�ZDV�WKH�DXWRPRELOH�LQGXVWU\��7KH\�QRWHG�WKDW�RQ�WKH�RQH�KDQG�WKLV�LQGXVWU\�FRXOG�EH�FODVVLILHG�DV�HQYLURQPHQWDOO\�VHQVLWLYH� LQ�YLHZ�RI� WKH�HQRUPRXV��SHUYDVLYH��DQG�PXOWL �GLPHQVLRQDO� LPSDFW�ZKLFK� LWV� SURGXFWV� �PRWRU� YHKLFOHV�� KDYH� RQ� WKH� HQYLURQPHQW��&RQYHUVHO\��WKH\�DOVR�UHFRJQLVHG�WKDW�LW�LV�WKH�XVH�RI�WKH�LQGXVWU\¶V�SURGXFWV��DQG�QRW�WKH�SURGXFWLRQ�DFWLYLW\�LWVHOI�ZKLFK�OHDGV�WR�VLJQLILFDQW�DQG�SHUYDVLYH�HQYLURQPHQWDO�LPSDFW��)URP�WKLV�ODWWHU�SHUVSHFWLYH��DXWRPRELOH�PDQXIDFWXULQJ�PD\�EH�FRQVLGHUHG�QR�GLIIHUHQW�IURP�RWKHU�W\SHV�RI�LQGXVWULDO�DFWLYLW\��'LHUNHV�DQG�3UHVWRQ��������DGRSWHG�WKH�ODWWHU�YLHZ��FLWLQJ�DV�WKHLU�UHDVRQV WKH�IDFW�WKDW��LQ�WKHLU�YLHZ�� WKH�XOWLPDWH�VFRSH�RI�PDQDJHULDO�DXWKRULW\�DQG� UHVSRQVLELOLW\� IRU� WKH�DXWRPRELOH� LQGXVWU\�ZDV� QRW� WKH� VDPH� DV� WKDW� IRU� WKH� µHQYLURQPHQWDO� ILUP¶�� EHLQJ� OLPLWHG� WR� WKH� VDPH� LVVXHV� RI�FRUSRUDWH�VRFLDO�DQG�HQYLURQPHQWDO�VWHZDUGVKLS�DV�WKDW�RI�WKH�µJHQHUDO�FDVH¶��7KXV��'LHUNHV�DQG�3UHVWRQ� ������� VWDWH� �S����� ³«� LW� VHHPV� WR�XV� WKDW�*HQHUDO�0RWRUV� LV� QRW� UHVSRQVLEOH� IRU�XUEDQ�VPRJ�DQG�FRQJHVWLRQ� LQ� WKH� VDPH� VHQVH� WKDW�([[RQ�RU�6KHOO� DUH UHVSRQVLEOH� IRU�RLO� VSLOOV� IURP�WKHLU� WDQNHUV�´ +RZHYHU�� D�PRUH� KROLVWLF� DSSURDFK� LV� DGRSWHG� LQ� WKH� SUHVHQW� VWXG\�ZLWK�PRWRU�YHKLFOH�PDQXIDFWXULQJ�EHLQJ�VHHQ�DV�FRQWULEXWLQJ�WR�HQYLURQPHQWDO�LPSDFWV�WKURXJK�WKH�XVH�RI�WKH�SURGXFW�LWVHOI��7KLV�DSSURDFK�LV�DUJXHG�WR�EH�PRUH�LQ�NHHSLQJ�ZLWK�VRFLDO�DWWLWXG HV�RI�WKH�SUHVHQW�GD\��DV�HYLGHQFHG�E\�WKH�HPSKDVLV��LQ�(XURSH�DW�OHDVW��RQ�IXHO�HIILFLHQF\���� 7KH� VHOHFWLRQ� RI� LQGXVWU\� VHFWRUV� ZKLFK�� SULPD� IDFLH�� KDYH� GLIIHUHQW� GHJUHHV� RI� HQYLURQPHQWDO�LPSDFW� ZDV� PDGH� SULPDULO\� WR� PD[LPLVH� WKH� YDULDQFH� RI� WKH� ILUP� FKDUDFWHULVWLF� RI� LQGXVWU\�DIILOLDWLRQ�IRU�WKH�SXUSRVHV�RI�VWDWLVWLFDO�DQDO\VLV��+RZHYHU�� WKH�FODVVLILFDWLRQ�RI�WKH�HLJKW�LQGXVWU\�VHFWRUV�LQWR�HQYLURQPHQWDOO\�VHQVLWLYH��(6��DQG�OHVV�HQYLURQPHQWDOO\�VHQVLWLYH��/(6��LV�DUELUWUDU\��WKHUH� EHLQJ� QR� JHQHUDOO\�DFFHSWHG� EDVLV�� VFLHQWLILF� RU�RWKHUZLVH�� IRU�GLVWLQJXLVKLQJ�EHWZHHQ� WKH�WZR��7KXV��VWULFWO\�VSHDNLQJ�� WKH�DOORFDWLRQ�RI� LQGXVWU\�VHFWRUV� WR�(6�RU�/(6�LV�K\SRWKHWLFDO�IRU�ZKLFK�QR�IRUPDO�MXVWLILFDWLRQ�LV�SURYLGHG�LQ�WKH�WKHVLV����� 7KHUH� LV� VRPH�GHEDWH� LQ� WKH� OLWHUDWXUH�RYHU�ZKHWKHU� WR� LQFOXGH�RU�H[FOXGH�ILQDQFLDO� LQVWLWXWLRQV��)LQDQFLDO�LQVWLWXWLRQV�FRXOG��MXVWLILDEO\��EH�H[FOXGHG�RQ�WKH�JURXQGV�WKDW�WKH\�DUH�YHU\�GLIIHUHQW�LQ�QDWXUH�IURP�LQGXVWULDO�FRPSDQLHV��IRU�H[DPSOH��LW�LV�QRW�DSSURSULDWH�WR�PHDVXUH�WKH�VL]H�R I�D�EDQN�RU�LQVXUDQFH�FRPSDQ\�E\�UHIHUHQFH�WR�WXUQRYHU���+RZHYHU��WKHUH�DUH�YDOLG�DUJXPHQWV�IRU�LQFOXGLQJ�ILQDQFLDO�LQVWLWXWLRQV��)RU�H[DPSOH��EDQNV�FDQ�UHSRUW�RQ�ZKDW�WKH\�DUH�GRLQJ�WR�HQVXUH�WKDW�WKHLU�OHQGLQJ�SROLFLHV�DUH�µHQYLURQPHQWDOO\�IULHQGO\¶��81(3�,(��������DQG�HWKLFDO�LQYHVWPHQW�IXQGV�DUH�JURZLQJ�LQ�PDQ\�(XURSHDQ�FRXQWULHV��7KHUH�ZRXOG�VHHP�WR�EH�QR�³ULJKW´�RU�³ZURQJ´�DQVZHU�WR�WKLV�LVVXH�DQG�WKXV�WKH�GHFLVLRQ�WR�LQFOXGH�ILQDQFLDO�LQVWLWXWLRQV�LQ�WKH�SUHVHQW�VWXG\�LV�DQ�DUELWUDU\�RQH���� )RU�WKH�SXUSRVHV�RI�WKH�VWXG\��WKH�FRXQWU\�RI�D�FRPSDQ\�LV�GHILQHG�DV�WKDW�FRXQWU\�LQ�ZKLFK�WKH�FRPSDQ\�KDV� LWV�SULQFLSDO�KHDGTXDUWHUV� �KHUHDIWHU�� µKRPH�FRXQWU\¶���7KLV� LV� FRQVLVWHQW�ZLWK� WKH�GHILQLWLRQ�XVHG�E\�7KH 7LPHV����� UHIHUHQFH�ERRN���� ,QLWLDO� LQYHVWLJDWLRQV� LQWR� WKH�PDNH�XS�RI�7KH�7LPHV������ �%DUURZ�������� OLVW� RI� WKH� WRS�������(XURSHDQ�FRPSDQLHV�DW�WKH�LQGXVWU\�DQG�FRXQWU\�OHYHO�UHYHDOHG�WKDW�IRU�WKH�VPDOOHU�FRXQWULHV��VXFK�DV�%HOJLXP��/X[HPERXUJ�DQG�WKH�1HWKHUODQGV��GLIILFXOWLHV�ZRXOG�KDYH�DULVHQ�LQ�VHHNLQJ�W R�REWDLQ�D�VXIILFLHQW�QXPEHU�RI�FRPSDQLHV�IURP�ZLWKLQ�D�SDUWLFXODU�LQGXVWULDO�VHFWRU�DQG�DFURVV�D�QXPEHU�RI�VHFWRUV�WR�DFKLHYH�VWDWLVWLFDOO\�VLJQLILFDQW�UHVXOWV�
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��� $�FRQVLGHUDWLRQ�RI�H[WHQW�WR�ZKLFK�WKHVH�FRXQWU\�VSHFLILF�IDFWRUV�FDQ�DQG�GR�H[SODLQ�YDULDWLRQV�LQ�&('�DFURVV�(XURSHDQ�FRXQWULHV�LV�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\��+RZHYHU��PDQ\�RI�WKH�FRPSDQLHV�LQFOXGHG�LQ�WKH�SUHVHQW�VWXG\�DUH�RI�KXJH�HFRQRPLF�VL]H�ZLWK�JOREDO�RSHUDWLRQV�LQ�PRVW�SDUWV� RI� WKH� GHYHORSHG� DQG� GHYHORSLQJ� ZRUOG�� +HQFH�� LW� VKRXOG� QRW� EH� DVVXPHG� WKDW� QDWLRQDO�FXOWXUH�DQG�GLIIHUHQFHV� LQ�VRFLDO�DQG�SROLWLFDO�FRQWH[WV�DUH� WKH� GRPLQDQW LQIOXHQFH�RQ�FRUSRUDWH�VRFLDO� DQG� HQYLURQPHQWDO� GLVFORVXUH� SUDFWLFHV� �$GDPV� HW� DO��� �������5DWKHU�� WKH� SRVLWLRQ� WDNHQ�KHUH�LV�WKDW�WKH\�DUH�OLNHO\�WR�EH�RI�VRPH LQIOXHQFH���� 7LPH�RYHUUXQV�LQ�REWDLQLQJ�FRPSDQ\�UHSRUWV�PHDQW�WKDW�WKLV�ZDV�VXEVHTXHQWO\�H[WHQGHG�WR�LQFOXGH�ERWK������DQG������WR�PDNH�WKH�VWXG\�PRUH�FXUUHQW��&RQVLGHUDEOH�WLPH�ZDV�VSHQW�LQ�REWDLQLQJ�WKH�DQQXDO�� VRFLDO�� HQYLURQPHQWDO�DQG�RWKHU� UHOHYDQW� UHSRUWV� IRU�D� VDPSOH�RI�����FRPSDQLHV�IRU� WKH�\HDUV������DQG�������+RZHYHU��EHFDXVH�RI�WLPH�DQG�ODERXU�FRQVWUDLQWV��WKHVH�WZR�\HDUV��DV�ZHOO�DV� WKH� VDPSOH� RI� ���� 1RUGLF�� 6ZLVV� DQG� 8.� FRPSDQLHV�� ZHUH� ODWHU� H[FOXGHG� IURP� WKH� VWXG\��6WRUDJH� FRQVWUDLQWV� DQG� RWKHU� IDFWRUV�� QRWDEO\� WKDW� QR� UHVHDUFK� LQVWLWXWH� RU� XQLYHUVLW\� LQ� WKH�1HWKHUODQGV�LV�FXUUHQWO\�ZLOOLQJ�WR�ILQDQFH�D�VLPLODU�SURMHFW��KDV�PHDQW�WKDW�DOO�UHSRUWV�REWDLQHG�LQ�WKH�SURFHVV�RI�FDUU\LQJ�RXW�WKH�SUHVHQW�VWXG\��DSSUR[LPDWHO\��������KDYH�KDG�WR EH�GLVFDUGHG�IRU�UHF\FOLQJ�� 6XFK� LV� WKH� GHVSHUDWH� VWDWH� RI� DFDGHPLF� DQG� SURIHVVLRQDO� LQWHUHVW� LQ� &65� LQ� WKH�1HWKHUODQGV�DW�WKH�SUHVHQW�WLPH���� $V�QRWHG�E\�81(3�,(��������UHSRUWV�RWKHU�WKDQ�WKH�DQQXDO�UHSRUW�DUH�VRPHWLPHV�SURGXFHG�RQO\�LQ�WKH�FRPSDQ\¶V�KRPH� FRXQWU\�DQG� WKHUHIRUH� WKH�QHHG�IRU�VRPH�IOH[LELOLW\�ZDV�IRUHVHHQ�E\�EHLQJ�DEOH�WR�FRQWHQW�DQDO\VH�UHSRUWV�LQ�IRXU�ODQJXDJHV���� $W� WKH� WLPH� WKLV� VWXG\�ZDV�EHLQJ�GHYLVHG� �������� WKHUH�ZDV�QR�FHQWUDO�RU�RWKHU� UHOLDEOH�DJHQF\�UHVSRQVLEOH�IRU�FROODWLQJ�HQYLURQPHQW�UHSRUWV�SXEOLVKHG�E\�(XURSHDQ�FRPSDQLHV��+HQFH��YDULRXV�DOWHUQDWLYH� VRXUFHV� ZHUH� XVHG� WR� LGHQWLI\� WKH� SRSXODWLRQ� RI� VXFK� UHSRUWV�� LQFOXGLQJ� FRPSDQ\�LQWHUQHW� ZHE� VLWHV�� WKH� (QYLURQPHQWDO� $FFRXQWLQJ� DQG� $XGLWLQJ� 5HSRUWHU �($$5�� QHZVOHWWHU��ZKLFK� OLVWHG� HQYLURQPHQW� UHSRUWV� UHFHLYHG� E\� WKH� HGLWRU�� WKH� $&&$� (QYLURQPHQWDO� 5HSRUWLQJ�$ZDUGV�6FKHPH�LQ�'HQPDUN��WKH�1HWKHUODQGV��DQG�WKH�8.�DQG�RWKHU�DG�KRF VRXUFHV�NQRZQ�WR�WKH�DXWKRU���� $�GLIIHUHQW�WDFWLF�ZDV�WKHUHIRUH�XVHG�ZKLFK�LQYROYHG�FRQWDFWLQJ�HDFK�FRPSDQ\�GLUHF W�E\�WHOHSKRQH�7KH�PDLQ�SUREOHP�VHHPHG�WR�EH�WKDW�PRVW�FRPSDQLHV�GR�QRW�NHHS�FRSLHV�RI�DQQXDO�UHSRUWV�EH\RQG�ILYH�\HDUV��,Q�PDQ\�FDVHV��FRPSDQLHV�LQLWLDOO\�VXSSOLHG�RQO\�WKUHH�\HDUV�RXW�RI�VHYHQ��ZLWK�D�KLJK�SHUFHQWDJH�UHSO\LQJ�WKDW�WKH\�QR�ORQJHU�KDG�FRSLHV�RI�WKH������DQQXDO�UHSRUW��(YHQ�DOORZLQJ�IRU�WKLV��D�KLJK�QXPEHU�RI�FRPSDQLHV�HLWKHU�IDLOHG�WR�VHQG�ZKDW�KDG�EHHQ�FRQILUPHG�DV�H[LVWLQJ�RU�VHQW�GXSOLFDWH�FRSLHV�RI�SUHYLRXVO\�VXSSOLHG�UHSRUWV��7KLV�SDUW�RI�WKH�SURMHFW�VLJQLILFDQWO\�H[FHHGHG�WKH�RULJLQDO WLPH�EXGJHW��$V�D�UHVXOW��WKH�SURMHFW¶V�JRDOV�KDG�WR�EH�VFDOHG�GRZQ�GUDVWLFDOO\���� 3XULVWV�PLJKW�DUJXH�WKDW�WKHVH�µQRQ�UHSOLHV¶�VKRXOG�IRUP�SDUW�RI��WKH�VWXG\��+RZHYHU��DV�LQGLFDWHG�SUHYLRXVO\��WKH�LQWHQWLRQ�KHUH�LV�QRW�WR�DUULYH�DW�D�VDPSOH�ZKLFK�LV�UHSUHVHQWDWLYH�RI�WKH�SRSXODWLRQ�RI�FRPSDQLHV�DV�D�ZKROH��EXW�WR�IROORZ�SULRU�UHVHDUFK�LQ�DUULYLQJ�DW�D�FRPSOHWH�VDPSOH�RI�ODUJH�FRPSDQLHV���� 0DQQHVPDQQ�DOVR�SURGXFHG�D�VRFLDO�UHSRUW� LQ�HDFK�RI�WKH�VHYHQ�\HDUV�EXW�RQO\�VL[�RI�WKH�VHYHQ�ZHUH� LQFOXGHG� LQ� WKH� VWXG\�� WKH� VRFLDO� UHSRUW� IRU� ����� EHLQJ� RQH� RI� UHSRUWV� XQLQWHQWLRQDOO\�H[FOXGHG�IURP�WKH�VWXG\��VHH�6HFWLRQ���������� '60�� IRU� H[DPSOH�� SURGXFHG� HQYLURQPHQW� UHSRUWV� IRU� LWV� 'XWFK� VLWHV� LQ� ����� DQG� LWV� ILUVW�5HVSRQVLEOH�&DUH�3URJUHVV�5HSRUW XQGHU�WKH�FKHPLFDO�LQGXVWU\¶V�5HVSRQVLEOH�&DUH�3URJUDPPHLQ������EXW�WKLV�ZDV�QRW�D�JURXS�ZLGH�UHSRUW��6LPLODUO\��%D\HU¶V�ILUVW�FRPSUHKHQVLYH�HQYLURQPHQW�UHSRUW�ZDV�SUHVHQWHG�DW�D�SUHVV�FRQIHUHQFH�RQ�HQYLURQPHQWDO�SURWHFWLRQ�LQ������EXW�WKLV�UHSRUW�ZDV�QRW�JURXS�ZLGH��%D\HU�$QQXDO�5HSRUW�������S�������� ,Q�*HUPDQ\�� IRU�H[DPSOH�� LW� LV�FRPPRQ�SUDFWLFH�IRU�DQQXDO�UHSRUWV� LQ�*HUPDQ WR�FRQWDLQ�� LQWHU�DOLD�� FRQVROLGDWHG� ILQDQFLDO� VWDWHPHQWV� DQG� WKH� ILQDQFLDO� VWDWHPHQWV� RI� WKH� PRWKHU� �KROGLQJ��FRPSDQ\��$*���7KHVH�WZR�VHWV�RI�ILQDQFLDO�VWDWHPHQWV�DUH�SUHSDUHG�LQ�DFFRUGDQFH�ZLWK�*HUPDQ�ODZ�DQG�*HUPDQ�*$$3��UHVSHFWLYHO\��DQG�KDYH�VHSDUDWH�DXGLWRU¶V�UHSRUWV���8QOLNH�XQGHU�8.�ODZ��IRU�H[DPSOH��WKHUH�LV�QR�OHJDO�H[HPSWLRQ�IURP�SUHSDULQJ�WKH�SURILW�DQG�ORVV�DFFRXQW�RI�WKH�SDUHQW�FRPSDQ\���,W�VHHPV�WKDW�LQ�WKH�FDVH�RI�WKH�(QJOLVK�YHUVLRQ�RI�WKH�IXOO�*HUPDQ�DQQXDO�UHSRUW��PDQ\�*HUPDQ�FRPSDQLHV�H[FOXGH HLWKHU�LQ�IXOO�RU�LQ�SDUW�WKH�ILQDQFLDO�VWDWHPHQWV�RI�WKH�PRWKHU�SDUHQW�FRPSDQ\��,Q�VXFK�FDVHV��WKH�(QJOLVK�YHUVLRQ�LV�QRW D�FRPSOHWH�YHUVLRQ�RI�WKH�IXOO�*HUPDQ DQQXDO�



5HVHDUFK�GHVLJQ�DQG�PHWKRG

���

UHSRUW��7KXV��LW�ZDV�QHFHVVDU\��LQ�WKH�FDVH�RI�WKRVH�FRPSDQLHV�ZKLFK�SURGXFH�ERWK�D�*HUPDQ�DQG�(QJOLVK� YHUVLRQ� RI� WKHLU� DQQXDO� UHSRUW�� WR� FRQILUP� ZKHWKHU� RU� QRW� WKH� (QJOLVK� YHUVLRQ� LV� DQ�DEEUHYLDWHG�YHUVLRQ�RI�WKH��RULJLQDO��*HUPDQ�YHUVLRQ��,I�VR��WKH�*HUPDQ�YHUVLRQ�ZDV�FODVVLILHG�DV�WKH�DQQXDO�UHSRUW�IRU�WKH�SXUSRVHV�RI�WKH�VWXG\��QRW�WKH�(QJOLVK�YHUVLRQ���� 2QH� FRPSDQ\��%$6)�� SURGXFHG� LWV� ILUVW� JURXS�HQYLURQPHQW� UHSRUW�EHIRUH������DQG� LV� WKXV�QRW�LQFOXGHG� LQ�7DEOH������%$6)�LV� WKH�RQO\�FRPSDQ\� LQ� WKH�VDPSOH�ZKLFK�SURGXFHG�LWV�ILUVW�JURXS�HQYLURQPHQW�UHSRUW�SULRU�WR�������7KH�RWKHU�FRPSDQLHV�OLVWHG�LQ�7DEOH�����SURGXFHG�D�FRPSDQ\�HQYLURQPHQW�UHSRUW�UHJXODUO\�IROORZLQJ�WKH�ILUVW�\HDU�RI�SXEOLFDWLRQ�EXW�QRW�QHFHVVDULO\�HYHU\�\HDU���� )RU�WKH�ODUJHU�VDPSOH�RI�����FRPSDQLHV�WKH�SLFWXUH�LV�EURDGO\�VLPLODU�ZLWK�WKH�KLJKHVW�SHUFHQWDJH�RI�SRVLWLYH�UHSOLHV�DOVR�EHLQJ�SURYLGHG�E\�PDLQ�ERDUG�GLUHFWRUV��JURXS�HQYLURQPHQWDO�FRRUGLQDWRUV�RU�PDQDJHUV�ZLWK�HQYLURQPHQWDO�H[SHUWLVH�RU�UHVSRQVLELOLW\�����UHVSRQVHV��L�H ����������+RZHYHU��LW� LV� QRWLFHDEOH� WKDW� D� GLUHFWRU� RI� RU� PDQDJHU� LQ� WKH� H[WHUQDO� FRUSRUDWH� H[WHUQDO� UHODWLRQV��FRPPXQLFDWLRQV�RU�PDUNHWLQJ�GHSDUWPHQWV��SURYLGHG�RQH�TXDUWHU�RI�SRVLWLYH�UHVSRQVHV���� 7KH�(1*2�TXHVWLRQQDLUH�ZDV�DGDSWHG�RQ�D�FRXQWU\�E\�FRXQWU\�EDVLV�WR�LQFOXGH�TXHVWLRQV�ZKLFK�UHODWH� WR� WKH� HQYLURQPHQWDO� UHSXWDWLRQ� RI� FRPSDQLHV� LQFOXGHG� LQ� WKH� VWXG\�� 7KXV�� IRU�TXHVWLRQQDLUHV� VHQW� WR�(1*2V� LQ� WKH�1HWKHUODQGV�� WZR�TXHVWLRQV��4��DQG�4��� OLVWHG� WKH�'XWFK�FRPSDQLHV� LQFOXGHG� DW� $SSHQGL[� ��� /LNHZLVH�� IRU� TXHVWLRQQDLUHV� VHQW� WR� (1*2V� LQ� %HOJLXP��TXHVWLRQV���DQG���OLVWHG�WKH�%HOJLDQ�FRPSDQLHV�LQFOXGHG�DW�$SSHQGL[����,Q�DOO�RWKHU�UHVSHFWV��WKH�TXHVWLRQQDLUH�VHQW�WR�DOO�(1*2V�ZDV�H[DFWO\�WKH�VDPH���� 'HHJDQ�DQG�*RUGRQ��������LQ�WKHLU�TXHVWLRQQDLUH�WR�$XVWUDOLDQ (1*2V�SURYLGHG�D�OLVW�RI�RYHU����LQGXVWU\�VHFWRUV�SOXV�VSDFH�IRU�UHVSRQGHQWV�WR�HQWHU�DQ\�LQGXVWULHV�RI�FRQFHUQ�WR�(1*2V�LQ�RUGHU�WR�DYRLG�FRQILQLQJ� UHVSRQGHQWV� WR�GHDOLQJ�RQO\�ZLWK� WKH� LQGXVWULHV�SURYLGHG��7KH�HLJKW� LQGXVWU\�VHFWRUV�LQFOXGHG�LQ�WKH�SUHVHQW�VWXG\�DUH�JURXSLQJV�RI�PRUH�VSHFLILF�LQGXVWU\�FODVVLILFDWLRQV�JLYHQ�LQ�7KH�7LPHV����� UHIHUHQFH�ERRN��,W�LV�SRVVLEOH�WKDW��D��(1*2V�ZRXOG�KDYH�DUULYHG�DW�GLIIHUHQW�JURXSLQJV� RI� LQGXVWU\� VHFWRUV� DQG� �E�� ERWK� PRUH� DQG� OHVV� HQYLURQPHQWDOO\ �VHQVLWLYH� LQGXVWULHV�KDYH�EHHQ�H[FOXGHG�IURP�WKH�VWXG\��WKXV�OLPLWLQJ�WKH�H[WHUQDO�YDOLGLW\�RI�DQ\�DVVHUWLRQ�DV�WR�WKH�UHODWLRQVKLS� EHWZHHQ� HQYLURQPHQWDO� VHQVLWLYLW\� DQG� WKH� YROXPH� RI� HQYLURQPHQWDO� UHSRUWLQJ��+RZHYHU��LW�LV�DUJXHG�WKDW�WKLV�GRHV�QRW�GHWUDFW�IURP�WKH�YDOXH RI�WKH�SUHVHQW�VWXG\¶V�DWWHPSWV�DW�H[SORULQJ� WKH� LQIOXHQFH� RI� LQGXVWU\� VHFWRU� LQ� WKH� FRQWH[W� RI� HQYLURQPHQWDO� VHQVLWLYLW\� RQ�HQYLURQPHQWDO�UHSRUWLQJ�DQG�GLVFORVXUH���� 7KH�(1*2�GDWDEDVH� LV�QRW� LQFOXGHG� LQ� WKH�VWXG\� IRU� UHDVRQV�RI� VSDFH��&RSLHV�DUH�DYDLODEOH� RQ�UHTXHVW��(DFK�UHFRUG�LQ�WKH�GDWDEDVH�FRQWDLQV�WKH�IROORZLQJ�GHWDLOV�RI�HDFK�(1*2���L��PDLO��ZHE�VLWH� DQG� H�PDLO� DGGUHVVHV� �ZKHUH� DSSOLFDEOH�� DQG� WHOHSKRQH� DQG� ID[� QXPEHUV�� �LL�� QDPH� RI� WKH�FRQWDFW�SHUVRQ���LLL��FXUUHQW�PHPEHUVKLS���LY��\HDU�IRUPHG���Y�� DQ�LQWHUQDO�UHIHUHQFH�QXPEHU���YL��WKH�GDWH�RQ�ZKLFK�WKH�TXHVWLRQQDLUH�ZDV�ILUVW�VHQW�DQG�WKH�GDWHV�RI�WKH�ILUVW�DQG�VHFRQG�UHPLQGHUV��DQG��YLL�� WKH�UHVSRQVH�GDWH�DQG�FRPPHQWV��ZKHUH�DSSOLFDEOH���2ULJLQDOO\�WKH�ZRUN�RI�VHWWLQJ�XS�WKH�GDWDEDVH�ZDV�H[SHFWHG� WR�WDNH�EHWZHHQ�RQH�DQG�WZR�ZHHNV��+RZHYHU�� WKH�DFWXDO�WLPH�WDNHQ�ZDV� VL[� ZHHNV�� ,Q� UHWURVSHFW�� DVVXPSWLRQV� DERXW� WKH� DPRXQW� RI� WLPH� UHTXLUHG� WR� SURGXFH� D�GDWDEDVH� RI�(1*2V�ZHUH� EDVHG� RQ� LQFRPSOHWH� LQIRUPDWLRQ� LQ� UHODWLRQ� WR�ERWK� WKH�QXPEHU� DQG�YDULHW\� RI� (1*2V� RSHUDWLQJ� ZLWKLQ� DQG� DFURVV� (XURSH�� 7KH� H[WUD� WLPH� WDNHQ� WR� SUHSDUH� WKH�GDWDEDVH� RI� (1*2V�ZDV� MXVWLILHG� RQ� WKH� JURXQGV� WKDW� (1*2V� UHSUHVHQW� D� NH\� HOHPHQW� RI� WKH�UHVHDUFK�LQYHVWLJDWLRQ���� 7KH�'LUHFWRU\� OLVWV�ERWK�³*RYHUQPHQWDO´�DQG�³1RQ�JRYHUQPHQWDO´�HQYLURQPHQWDO�RUJDQL]DWLRQV�E\� FRXQWU\� DV�ZHOO� DV� WKRVH� FODVVLILHG� DV� ³,QWHUQDWLRQDO�2UJDQL]DWLRQV´� �SS���� �������$OWKRXJK�VRPH� HQYLURQPHQWDO� RUJDQL]DWLRQV� KDYH� LQWHUQDWLRQDO�(XURSHDQ� FR �RUGLQDWLRQ� FHQWUHV�� LW� LV� WKH�DFWLYLWLHV� RI� WKH� QDWLRQDO�(1*2V�ZKLFK� DUH� RI� LQWHUHVW� WR� WKLV� UHVHDUFK� LQYHVWLJDWLRQ��7KH� RQO\�RWKHU� PDMRU� UHIHUHQFH� VRXUFH� DYDLODEOH� ZDV� $� 'LUHFWRU\� RI� (XURSHDQ� (QYLURQPHQWDO�2UJDQL]DWLRQV �'H]LURQ� DQG�%DLOH\�� ������ EXW� WKLV�ZDV� QR� ORQJHU� LQ� SULQW� DQG�ZDV� YHU\� OLNHO\�DOUHDG\�RXW�RI�GDWH��7ZR�RWKHU�VRXUFHV��*UHHQ�DQG�*UH\�EHORZ�6HD�/HYHO� � $Q�DFFHVV�*XLGH�WR�(QYLURQPHQWDO� DQG� 'HYHORSPHQW� 2UJDQL]DWLRQV� LQ� WKH� 1HWKHUODQGV �9DQ� +HHUHQ�� ������ DQG�<HDUERRN�RI�,QWHUQDWLRQDO�&R�RSHUDWLRQ�RQ�(QYLURQPHQW�DQG�'HYHORSPHQW�������� �%HUJHVHQ�HW�DO����������ZHUH�DOVR�XVHG���� 2QH�RI� WKH�PRVW�GLVWLQJXLVKLQJ�DQG�HPSRZHULQJ�IHDWXUHV�RI�WKH�,QWHUQHW�LV�WKH�RQ �OLQH�DQG�UHDO�WLPH� DFFHVV� LW� SURYLGHV� WR� WKH� ZHE� VLWHV� RI� RWKHU� RUJDQL]DWLRQV�� 6RPH� (1*2V� �IRU� H[DPSOH��
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::)��SURYLGH�D�OLQNV�SDJH�ZKLFK�SURYLGHV�D�GLUHFW�OLQN�WR D�ODUJH�QXPEHU�RI�ZHE�VLWHV�RI�VLPLODU�RUJDQL]DWLRQV�ZLWKLQ� WKHLU�RZQ�FRXQWU\�DQG�LQWHUQDWLRQDOO\��7R�SURYLGH�D�IXUWKHU�FURVV �FKHFN�RQ�WKH� FRPSOHWHQHVV� RI� WKH� OLVW� RI� (1*2V� IRU� WKH� VWXG\�� WKH� OLQNV� SDJH� RI� WKH�ZHE� VLWHV� RI� WKUHH�(1*2V��::)��)ULHQGV�RI�WKH (DUWK�DQG�*UHHQSHDFH��DW�D�FRXQWU\�DQG�LQWHUQDWLRQDO�OHYHO�ZHUH�UHYLHZHG�� 7KLV� LQYROYHG� D� FRQVLGHUDEOH� DPRXQW� RI� WLPH� DQG� HIIRUW�� 2QH� RI� WKH� PRVW�FRPSUHKHQVLYH� LV� WKH� ::)� *UHHQ� :HE� 'LUHFWRU\ KWWS���ZZZ�SDQGD�RUJ�JUHHQZHE�LQG[�KWPZKLFK�OLVWHG�HQYLURQPHQWDO�LQWHUQHW�VLWHV�E\�VXEMHFW��JHQHUDO��IRUHVWV��VSHFLHV��ZDWHU�DQG�FOLPDWH���$W�WKH�WLPH�RI�WKH�VHDUFK��'HFHPEHU��������WKLV�VLWH�SURYLGLQJ�D�OLQN�WR�VHYHUDO�KXQGUHG�LQWHUQHW�VLWHV�� $QRWKHU� LV� WKH� (DUWK$FWLRQ ZHEVLWH� KWWS���ZZZ�RQHZRUOG�RUJ�HDUWKDFWLRQ�HQ ZKLFK� OLVWHG�PHPEHU�RUJDQL]DWLRQV�RI�WKH�(DUWK$FWLRQ�1HWZRUN��RI�ZKLFK�WKHUH�ZHUH�������LQ�����FRXQWULHV��7KH� OLQNV� VLWH� RI� *UHHQSHDFH� %HUOLQ �gNROLQNV�� KWWS���ZZZ�JUHHQSHDFH�EHUOLQ�GH�OLQNV�OLBOLQNV���KWPO SURYLGHG� LQWHUQHW� OLQNV� WR� RYHU� ������ ZHE� VLWHV�� $QRWKHU� VLWH��(QYLURQPHQWDO�&RQWDFWV�2Q�OLQH KWWS���ZZZ�HFR�XN�FRP��OLVWHG�����HQYLURQPHQWDO�JURXSV�LQ�WKH�8.�DQG�RYHU�������HQYLURQPHQWDO�JURXSV�ZRUOGZLGH�LQ�PRUH�WKDQ�����FRXQWULHV���� 'HHJDQ� DQG� *RUGRQ� ������� SURYLGHG� D� IRXUWK� FULWHULRQ�� QDPHO\� WKDW� (1*2V� VKRXOG� KDYH� D�PHPEHUVKLS�RI�JUHDWHU�WKDQ������7KLV�ILJXUH�LV�QRWHG�E\�WKH�DXWKRUV�DV�EHLQJ�DUELWUDU\��MXVWLILHG�RQ�WKH�EDVLV� WKDW�VPDOO�JURXSV�ZRXOG�QRW�EH�H[SHFWHG� WR�KDYH�PXFK�SRZHU�RU� LQIOXHQFH�RYHU�RWKHU�PHPEHUV� RI� VRFLHW\� �VHH�� IRU� H[DPSOH�� 3HOW]PDQ�� ������ 6WLJOHU�� ������� $OWKRXJK� 'HHJDQ� DQG*RUGRQ¶V�DUJXPHQW�PD\�KDYH�EHHQ�YDOLG�IRU� WKHLU�VWXG\�RI�$XVWUDOLDQ�FRPSDQLHV�DW� WKH� WLPH�RI�WKHLU�LQYHVWLJDWLRQ��WKH�PHWHRULF�ULVH�LQ�WKH�XVH�DQG�DYDLODELOLW\�RI�WKH�,QWHUQHW�GXULQJ�WKH�VHFRQG�KDOI�RI�WKH�����V�KDV�UDGLFDOO\�FKDQJHG�WKH�ZD\�LQ�ZKLFK�SUHVVXUH�JURXSV�RSHUDWH��,Q�SDUWLFXODU��WKH� ,QWHUQHW�KDV�HPSRZHUHG�VPDOO�JURXSV�RI� LQGLYLGXDOV��HYHQ� WKRVH�DFWLQJ�DORQH�IURP�SHUVRQDO�FRPSXWHUV�� WR� VHW� XS� FRQWDFW� DQG� DFWLRQ� QHWZRUNV� RU� DOOLDQFHV�ZKLFK�PD\� LQIOXHQFH� VRFLHW\� DW�ORFDO�� UHJLRQDO� RU� QDWLRQDO� OHYHOV�� 7KXV�� LW� VHHPV� IDLU� WR� DW� OHDVW� TXHVWLRQ�� LQ� OLJKW� RI� WKH� KXJH�QXPEHU�RI�DOOLDQFHV�DQG�QHWZRUNV�ZKLFK�QRZ�H[LVW��WKH�DVVXPSWLRQ�PDGH�E\�'HHJDQ�DQG�*RUGRQ�������� WKDW� VPDOO� JURXSV� ZRXOG� QRW� EH� H[SHFWHG� WR� KDYH�PXFK� SRZHU� RU� LQIOXHQFH� RYHU� RWKHU�PHPEHUV�RI�VRFLHW\��7KLV�LV�DQ�DUHD�WKDW�UHTXLUHV�IXUWKHU�UHVHDUFK�EXW�LV�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\���� 0DQ\� (1*2V� FR�RSHUDWH� LQWHUQDWLRQDOO\� WKURXJK� WKHLU� QDWLRQDO� RIILFHV� �H�J�� *UHHQSHDFH� DQG�)ULHQGV�RI�WKH�(DUWK���7KHVH�QDWLRQDO�RIILFHV�RI�LQWHUQDWLRQD O�(1*2V�ZHUH�LQFOXGHG�LQ�WKH�VWXG\��LQFOXGLQJ� WKRVH� RI�� (DUWK$FWLRQ�� )R(�� )RQGDWLRQ� GH� %HOOHULYH�� *UHHQ� &URVV� ,QWHUQDWLRQDO��*UHHQSHDFH��,QWHUQDWLRQDO�<RXWK�)HGHUDWLRQ��::)��:RUOG�6RFLHW\�IRU�WKH�3URWHFWLRQ�RI�$QLPDOV��:63$���DQG�<RXWK�DQG�(QYLURQPHQW�(XURSH��<((����� +RZHYHU��FDUH�QHHGV�WR�EH�H[HUFLVHG�LQ�GHWHUPLQLQJ�WKH�VFRSH�RI�DQ�(1*2¶V�DFWLYLWLHV��:KLOVW�RQ�WKH� IDFH�RI� LW�� DQ�(1*2�PD\�DSSHDU� WR�EH�YHU\�VSHFLDOLVHG� LQ� LWV�PLVVLRQ�� LQ�SUDFWLFH� LW�FDQ�EH�SDUWLFLSDWLQJ� LQ�D�EURDG�UDQJH�RI�DFWLYLWLHV� WKDW�PD\� LQGHHG�KDYH�DQ� LQIOXHQFH�RQ�RQH�SDUWLFXODU�LQGXVWULDO� VHFWRU� RU� VRFLHW\� LQ� JHQHUDO�� :KHUHYHU� SRVVLEOH�� WKHUHIRUH�� D� ZHE� VLWH� VHDUFK� ZDV�XQGHUWDNHQ� WR� HVWDEOLVK� WKH� VFRSH� RI� DQ� (1*2¶V� RSHUDWLRQV� DQG� DFWLYLWLHV�� ,Q� VRPH� FDVHV��VSHFLDOLVHG� (1*2V� ZHUH� LQFOXGHG LI� WKH� ZHE� VLWH� LQIRUPDWLRQ� LQGLFDWHG� WKH� RUJDQL]DWLRQ� ZDV�DFWLYH�LQ�UHODWLRQ�WR�JHQHUDO�HQYLURQPHQWDO�LVVXHV���� 7KH� LQWHUQHW�ZHE� VLWH�RI� WKH�(XURSHDQ�(QYLURQPHQW�%XUHDX �((%��� WKH� UHSUHVHQWDWLYH�ERG\� IRU�(1*2V�LQ�(XURSH��ZKLFK�SURYLGHV�D�IXOO�OLVW�RI�LWV�PHPEHUV�E\�FRXQWU\��ZDV�WKHQ�XVHG�WR�FURVV�FKHFN��DQG�XSGDWH�WKLV�OLVW�DV�QHFHVVDU\��)XUWKHU�GLUHFWRULHV�ZHUH�GLVFRYHUHG�GXULQJ�WKH�FRXUVH�RI�XVLQJ�WKH�LQWHUQHW��7KHVH�ZHUH�XVHG�WR�SURYLGH�D�FRPSOHWHQHVV�FKHFN�RQ�WKH�OLVW�RI�(1*2V�JLYHQ�LQ� WKH�'LUHFWRU\�� DQG� DQ\�(1*2V�ZKLFK�PHW� WKH� VHOHFWLRQ� FULWHULD�ZHUH� DGGHG� WR� WKH� OLVW�� )RU�H[DPSOH�� 7KH� 'LUHFWRU\� RI� 2UJDQL]DWLRQV� DQG� ,QVWLWXWHV� $FWLYH� LQ� (QYLURQPHQWDO� 0RQLWRULQJDYDLODEOH� IURP� WKH� 81(3� ZHE� SDJH� 7KH� ,QIRUPDWLRQ� +LJKZD\� 7R� 7KH� *OREDO� (QYLURQPHQW��'LUHFWRU\� RI� 2UJDQL]DWLRQV� DQG� ,QVWLWXWHV� $FWLYH� LQ� (QYLURQPHQWDO� 0RQLWRULQJ�KWWS���ZZZ�JVI�GH�81(3�FRQWHQWV�KWPO��SURYLGHG�D�OLVW�RI�HQYLURQPHQWDO�RUJDQL]DWLRQV�FODVVLILHG�LQWR�YDULRXV�FDWHJRULHV��E\�FRXQWU\���� 7KH� QXPEHU� DQG� YDULHW\� RI� RUJDQL]DWLRQV� LQYROYHG� LQ� HQYLURQPHQWDO�� HFRORJLFDO�� DQLPDO� ULJKWV��KXPDQ�ULJKWV�DQG�RWKHU�VRFLDO�MXVWLFH�LVVXHV�LV�RYHUZKHOPLQJ��7KLV�DQG�WKH�JURZWK�LQ�WKH�QXPEHU�RI� (1*2V�� DQG� WKH� SRSXODULW\� DQG� LPSRUWDQFH� RI� WKH� ,QWHUQHW� GXULQJ� W KH� ����V�� KDYH�PDGH� LW�YLUWXDOO\� LPSRVVLEOH�IRU�DQ\RQH� WR�SURGXFH�DQG�PDLQWDLQ�D�FRPSUHKHQVLYH�DQG�XS �WR�GDWH�OLVW�RI�
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���

(1*2V��'HHJDQ� DQG�*RUGRQ� ������� DUJXH� WKDW� LW� LV� QRW�QHFHVVDU\� WR� LQFOXGH�DOO�(1*2V��RQO\�WKRVH�ZKLFK�KDYH�D�PHPEHUVKLS�RI�VXFK�VL]H�DV�WR EH�DEOH�WR�LQIOXHQFH�RWKHU�PHPEHUV�RI�VRFLHW\��+RZHYHU�� WKH� DVVXPSWLRQ� WKDW� PHPEHUVKLS� PD\� EH� D� YDOLG� SUR[\� IRU� LQIOXHQFH� RQ� RU�UHSUHVHQWDWLRQ� RI� VRFLDO� YDOXHV� DQG� QRUPV� LV� FXOWXUDOO\�GHSHQGHQW� JLYHQ� WKDW� LQ� VRPH� FRXQWULHV�VXFK�DV� WKH�1HWKHUODQGV� WKHUH�DUH�PDQ\�(1*2V�ZKLFK�DUH�QRQ�PHPEHUVKLS�RUJDQL]DWLRQV��VHH��IRU�H[DPSOH��9DQ�+HHUHQ����������� 7KH� WRWDO� QXPEHU� RI� (1*2V� LQLWLDOO\� LQFOXGHG� LQ� WKH� 'LUHFWRU\� RI� (1*2V�� LQFOXGLQJ� 1RUGLF��6ZLVV�DQG�8.�(1*2V��ZDV������7KLV�QXPEHU�ZDV�VXEVHTXHQWO\�UHYLVHG�GRZQZDUGV� WR�����LQ�WKH�OLJKW�RI�IXUWKHU�GHWDLOHG�FRQVLGHUDWLRQ�RI�WKH�DFWLYLWLHV�RI�WKH�(1*2��EDVHG�PDLQO\�RQ�LQIRUPDWLRQ�DYDLODEOH� RQ� WKHLU� UHVSHFWLYH� LQWHUQHW� ZHE� VLWH�� DQG� UHVSRQVHV� UHFHLYHG� IURP� (1*2V� WR� WKH�TXHVWLRQQDLUH�� ,Q� UHODWLRQ� WR� WKH� ODWWHU��PDQ\�RUJDQL]DWLRQV� UHVSRQGHG� WKDW� WKH\�ZHUH�QHLWKHU�DQ�HQYLURQPHQWDO�RUJDQL]DWLRQ�QRU�LQYROYHG�LQ�HQYLURQPHQWDO�FDPSDLJQV�FRQFHUQLQJ�FRPSDQLHV��2QH�SRVVLEOH�H[SODQDWLRQ�IRU�WKLV�LV�WKDW�1*2V�RYHU�SOD\�WKH�VFRSH�RI�WKHLU�DFWLYLWLHV��SDUWLFXODUO\�LQ�WHUPV� RI� WKH� FODLPV ZKLFK� DSSHDU� RQ� WKHLU� ZHE� VLWHV�� LQ� RUGHU� WR� UDLVH� WKHLU� SXEOLF� SURILOH� RU�LQFUHDVH� IXQGLQJ�RSSRUWXQLWLHV�� ,W� LV�DOVR�SRVVLEOH� WKDW� WKH� UHVSRQVHV�ZHUH�XVHG�DV�DQ�H[FXVH� WR�DYRLG� KDYLQJ� WR� FRPSOHWH� WKH�TXHVWLRQQDLUH�� ,Q� WKH� DEVHQFH�RI� IXUWKHU� LQYHVWLJDWLRQ �ZKLFK�� IRU�WLPH� DQG� ODERXU� UHDVRQV�� LV� LPSUDFWLFDEOH��� WKH� UHSOLHV� ZHUH� WDNHQ� DW� WKHLU� IDFH� YDOXH� DQG� WKH�RUJDQL]DWLRQV�LQ�TXHVWLRQ�H[FOXGHG�IURP�WKH�VWXG\���� 1R�DWWHPSW�LV�PDGH�WR�DGGUHVV�WKRVH�W\SHV�RI�ELDV�ZKLFK�DUH�LQKHUHQW�LQ�DQ\�UHVSRQVH�VHW��6XFK�ELDVHV� DUH� SDUW� DQG� SDUFHO� RI� TXHVWLRQQDLUH� VXUYH\V� DQG� DUH� GXH� WR� WKH� WHQGHQF\� DPRQJVW�UHVSRQGHQWV� WR� LQWURGXFH�ELDV� LQWR� WKHLU� UHVSRQVHV�E\�DJUHHLQJ�RU�GLVDJUHHLQJ�ZLWK�TXHVWLRQV� LQ�RUGHU�WR�FRPSOHWH�WKH�TXHVWLRQQDLUH�LQ�WKH�VKRUWHVW�SRVVLEOH�WLPH��DQG�WKH ELDV�LQKHUHQW�LQ�WKH�ZD\�TXHVWLRQV�DUH�ZRUGHG�DQG�VHTXHQFHG��:DOODFH�DQG�0HOORU������������ 7KH�VXUURJDWH�PHWKRG�LQYROYHV�FRPSDULQJ�PHDQ�UHVSRQVHV�RQ�RQH�RU�PRUH�YDULDEOHV�RI� LQWHUHVW�JLYHQ�E\�S UHVSRQGHQWV�RI�WKH�ODVW�P GD\V�ZLWK�WKRVH�RI�D�UDQGRP�VDPSOH�RI S UHVSRQGHQWV�GUDZQ�IURP�WKH�UHVSRQVHV�UHFHLYHG�LQ�WKH�HDUO\�GD\V��WKH�REMHFWLYH�EHLQJ�WR�LGHQWLI\�ZKHWKHU�RU�QRW�DQ\�VWDWLVWLFDOO\�VLJQLILFDQW�GLIIHUHQFHV�H[LVW�EHWZHHQ�WKH�WZR�VHWV��:DOODFH�DQG�&RRNH��������:DOODFH�DQG�0HOORU���������L�H���XHU� �XOU��ZKHUH�HU� �HDUO\�UHVSRQGHUV�DQG�OU� �ODWH�UHVSRQGHUV��3URFHGXUHV�IRU�GHWHUPLQLQJ�WKH�YDOXHV�RI�S�DQG�P YDU\���VHH��IRU�H[DPSOH��%X]E\��������)LUWK��������)DLUFORWK�DQG�5LFFKXLWH������������ 1RQ�UHVSRQVH�ELDV�FRXOG�DOVR�EH�DQ�LVVXH�ZKHQ�ORRNLQJ�DW�WKH�FRPSDQLHV� ZKLFK�UHVSRQGHG�WR�WKH�TXHVWLRQQDLUH� DV� EHWZHHQ� WKRVH�ZKLFK�ZHUH� GLVFORVHUV� DQG� WKRVH�ZKLFK�ZHUH� QRQ �GLVFORVHUV� RI�&('��,Q������� WKH�RQO\�\HDU�IRU�ZKLFK�WKH�FRPSDQ\�TXHVWLRQQDLUH�UHVSRQVHV�ZHUH�HPSOR\HG�LQ�VWDWLVWLFDO� WHVWV� XQGHU� 067�� WKH� QXPEHU� RI� QRQ�GLVFORVHUV� ZDV� VL[� RXW� RI� ��� FRPSDQLHV� �WKH�QXPEHU�RI�GLVFORVHUV�RI�&('�WKHUHIRUH�EHLQJ������1RQH�RI�WKHVH�VL[�QRQ �GLVFORVHUV�FRPSOHWHG�WKH�TXHVWLRQQDLUH��,Q�RWKHU�ZRUGV��FRPSDQ\�TXHVWLRQQDLUH�GDWD�IRU������LV�EDVHG�RQ�UHVSRQVHV�IURP�FRPSDQLHV�ZKLFK�GLVFORVHG &('��VXJJHVWLQJ�D�SRVVLEOH�QRQ�UHVSRQVH�ELDV��+RZHYHU��LW�LV�GLIILFXOW�WR�DVVHVV�KRZ�WKLV�PLJKW�KDYH�DIIHFWHG�WKH�UHVSRQVHV�WR�WKH�TXHVWLRQV�RQ�VWDNHKROGHU�LPSRUWDQFH�JLYHQ�WKDW�WKHVH�TXHVWLRQV�ZHUH�SUHVHQWHG�LQ�WKH�FRQWH[W�RI�WKH�EXVLQHVV�RI�WKH�ILUP�DV� D�ZKROH��0RUHRYHU��DV�LQGLFDWHG�LQ�WKH�PDLQ�WH[W�DERYH��QRQ�UHVSRQVH�ELDV�LV�SUREOHPDWLF�EHFDXVH�WKHUH�LV�QR�IRRO�SURRI�PHWKRG�RI�NQRZLQJ�WKH�H[WHQW�WR�ZKLFK�D�ELDV�LV�UHIOHFWHG�LQ�WKH�UHVSRQGHQW�VDPSOH��7KH� SRVVLEOH� H[LVWHQFH� RI� D� QRQ�UHVSRQVH� ELDV� LQ� UHODWLRQ� WR� WKH� FRPSDQ\� TXHVWLRQQDLUH� FRXOG�ZHDNHQ�WKH�UHOLDELOLW\�RI�WKH�UHVSHFWLYH�UHVXOWV�UHSRUWHG�LQ�&KDSWHU���



���

&KDSWHU��$VVRFLDWLRQV�EHWZHHQ�ILUP�FKDUDFWHULVWLFV��H[WHUQDO�VRFLR�HFRQRPLF�DQG�VRFLR�SROLWLFDO�LQIOXHQFHV�DQG�&('
��� ,QWURGXFWLRQ$V� GLVFXVVHG� LQ� &KDSWHU� ��� PXFK� RI� WKH� UHVHDUFK� LQWHUHVW� LQ� VRFLDO� DQG� HQYLURQPHQWDO�GLVFORVXUH�KDV�IRFXVHG�RQ�VHHNLQJ�WR�HVWDEOLVK�SXWDWLYH��L�H��DQWLFLSDWHG��UHODWLRQVKLSV�EHWZHHQ�FRUSRUDWH�VRFLDO�UHSRUWLQJ��&65���RQ�WKH�RQH�KDQG��DQG�REVHUYDEOH��L�H��PHDVXUDEOH��FRUSRUDWH�FKDUDFWHULVWLFV�DQG�H[WHUQDO�LQIOXHQFHV��RQ�WKH�RWKHU��7\SLFDOO\��VXFK�UHODWLRQVKLSV�LQYROYH�WKH�UHVHDUFKHU VHHNLQJ�WR�LGHQWLI\�DQG�PRGHO�D�UHFRJQLVDEOH�UHODWLRQVKLS�EHWZHHQ�WZR�RU�PRUH�RI�WKHVH� YDULDEOHV� E\� HPSOR\LQJ� K\SRWKHWLFR�GHGXFWLYH� UHVHDUFK� �VHH�� IRU� H[DPSOH�� $O� 1DMMDU��������%HONDRXL�DQG�.DUSLN��������*UD\�HW�DO���������+DFNVWRQ�DQG�0LOQH��������5REHUWV��5���������� ,Q�H[SORULQJ� WKHVH�SXWDWLYH� UHODWLRQVKLSV��&65�UHVHDUFKHUV�KDYH�PDGH�UHFRXUVH� WR�DQ�DUUD\� RI� GLIIHUHQW� WKHRUHWLFDO� IUDPHZRUNV� HDFK� RI� ZKLFK� RIIHUV� GLIIHUHQW� LQVLJKWV� LQWR� WKH�XQGHUO\LQJ� QDWXUH� DQG� FDXVHV� RI� &65�� :KLOVW� WKH� PRWLYHV� VXJJHVWHG� E\� WKHVH� GLIIHUHQW�SHUVSHFWLYHV�YDU\�DFFRUGLQJ�WR�WKH�WKHRUHWLFDO�IRXQGDWLRQ�RI�WKH�UHVHDUFK��*UD\�HW�DO����������WKH�UDQJH�RI�REVHUYDEOH�FRUSRUDWH�FKDUDFWHULVWLFV�DQG�RU�H[WHUQDO�LQIOXHQFHV�HPSOR\HG�LQ�&65�UHVHDUFK�KDV�EHHQ�UDWKHU�QDUURZ��VHH�&KDSWHU�����,Q�WKH�FDVH�RI�FRUSRUDWH�FKDUDFWHULVWLFV��IRU�H[DPSOH�� UHVHDUFKHUV�KDYH�EHHQ�SUH�RFFXSLHG�ZLWK� WKH�DVVRFLDWLRQ�EHWZHHQ�WKUHH�REVHUYDEOH�FRUSRUDWH�FKDUDFWHULVWLFV�± VL]H��SURILW�DQG�LQGXVWU\�DIILOLDWLRQ�± DQG�WKH�YROXPH�RI�&65��WKH�SXWDWLYH�DVVRFLDWLRQ�EHLQJ WKDW��FHWHULV�SDULEXV��ODUJHU��PRUH�SURILWDEOH�ILUPV�RSHUDWLQJ�LQ�WKH�PRUH� µVRFLDOO\�¶� DQG� µHQYLURQPHQWDOO\�VHQVLWLYH¶� LQGXVWULHV�GLVFORVH�PRUH� LQIRUPDWLRQ�DERXW�WKHLU�VRFLDO�DQG�HQYLURQPHQWDO�DFWLYLWLHV��+RZHYHU��DV�GHVFULEHG�LQ�&KDSWHU����VXFK�FRUSRUDWHFKDUDFWHULVWLFV�KDYH�EHHQ�RQO\�SDUWLDOO\�VXFFHVVIXO� LQ� WHUPV�RI�H[SODLQLQJ�YDULDELOLW\� LQ�&65��VHH�� IRU� H[DPSOH��*UD\�HW� DO��� ����E��0DWKHZV������E��8OOPDQQ������� IRU� UHYLHZV�RI� WKLV�OLWHUDWXUH���*UD\�HW� DO�� �������� IRU� H[DPSOH��ZKHQ� WHVWLQJ� IRU� DVVRFLDWLRQ� EHWZHHQ�&65�DQG�WZR�FRUSRUDWH�FKDUDFWHULVWLFV�± L�H��VL]H�DQG�SURILWDELOLW\�± IRU�ODUJH�8.�FRPSDQLHV��UHSRUW�WKDW�WKHVH� FKDUDFWHULVWLFV� H[SODLQHG� RQO\� D� UHODWLYHO\� VPDOO� DPRXQW� RI� WKH� YDULDWLRQ� LQ� VRFLDO�GLVFORVXUHV��2VWHQVLEO\��WKLV�ZRXOG�VXJJHVW�WKDW�WKHUH�DUH�RWKHU�IDFWRUV�DW�ZRUN�LQ�LQIOXHQFLQJ�&65��7UDGLWLRQDO� �WR�DFFRXQWLQJ�� WKHRUHWLFDO� IUDPHZRUNV��VXFK�DV�HFRQRPLF�DJHQF\�WKHRU\��($7���KDYH�EHHQ�HPSOR\HG�WR�H[SODLQ�WKH�QDWXUH�DQG�FDXVHV�RI�YROXQWDU\�FRUSRUDWH�GLVFORVXUH�LQ�WKLV�FRQWH[W��7KHUH�LV�DOVR�D�JURZLQJ�ERG\�RI�&65�OLWHUDWXUH��PXFK�RI�LW�FRPLQJ�IURP�WKH�LQVLJKWV�SURYLGHG� E\� WKH� FRXQWHU�KHJHPRQ\�� FRXQWHU�LQWXLWLYH� DQG� QRQ�FRQYHQWLRQDO� �WR� DFFRXQWLQJ��WKHRUHWLFDO� IUDPHZRUNV�� ZKLFK� VXJJHVWV� WKDW� H[WHUQDO� VRFLDO� DQG� SROLWLFDO� SUHVVXUHV� IURP�HOHPHQWV�ZLWKLQ�WKH�ZLGHU�VRFLHW\�PD\�SURYLGH�YDOXDEOH�FOXHV�WRZDUGV�JUHDWHU�XQGHUVWDQGLQJ�RI�WKH�QDWXUH�DQG�FDXVHV�RI�&65��7ZR�RI�WKHVH�WKHRULHV��PDQDJHULDO�VWDNHKROGHU�WKHRU\��067��DQG� RUJDQL]DWLRQDO� OHJLWLPDF\� WKHRU\� �2/7��� ZHUH� H[SORUHG� LQ� GHWDLO� DW� &KDSWHUV� �� DQG� ���UHVSHFWLYHO\��7KLV� FKDSWHU� LV� FRQFHUQHG�ZLWK� WKH�YDULRXV�SXWDWLYH� UHODWLRQVKLSV�K\SRWKHVLVHG�XQGHU�WKUHH�DFFRXQWLQJ�WKHRULHV�± YL]���($7��067�DQG�2/7�± DV�VHW�RXW�LQ�&KDSWHUV������DQG�
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���UHVSHFWLYHO\��5HIHUHQFHV�EHORZ�WR�LQGLYLGXDO�K\SRWKHVHV�UHODWH�WR�WKH�YDULRXV�K\SRWKHVHV�DV�GHVFULEHG� LQ� WKHVH� SUHFHGLQJ� FKDSWHUV�� )RU� SXUSRVHV� RI� SUHVHQWDWLRQ�� WKHVH� SXWDWLYH�UHODWLRQVKLSV� DUH� FDWHJRULVHG� LQWR� WZR� GLVWLQFW� JURXSV�� ILUVWO\�� WKRVH� ZKLFK� UHODWH� WR�DVVRFLDWLRQV� EHWZHHQ� ILUP� FKDUDFWHULVWLFV� DQG� &('� DQG�� VHFRQGO\�� WKRVH� ZKLFK� UHODWH� WR�DVVRFLDWLRQV� EHWZHHQ� H[WHUQDO� �VRFLR�HFRQRPLF� DQG� VRFLR�SROLWLFDO�� SUHVVXUHV� DQG� &('�� ,Q�HDFK�FDVH��WKHVH�YDULRXV�DVVRFLDWLRQV�DUH�H[DPLQHG�IRU�HDFK�\HDU�RI�WKH�VWXG\��7KLV�FKDSWHU�LV�WKXV�IRFXVHG�RQ�VLQJOH�SHULRG�DQDO\VLV��WUHDWLQJ�HDFK�\HDU�RI�WKH�VWXG\�DV�VHSDUDWH�DQG�GLVWLQFW�IURP�RWKHU�\HDUV��$�WLPH�VHULHV�DQDO\VLV�ZKLFK�ORRNV�DW�WUHQGV�RYHU�WKH�SHULRG�RI�WKH�VWXG\�LV�SUHVHQWHG�LQ�&KDSWHU����7KH�UHVW�RI�WKLV�FKDSWHU�LV�VWUXFWXUHG�DV�IROORZV��6HFWLRQ�����DQDO\VHV�WKH�UDZ�GDWD�LQ�UHODWLRQ�WR� ERWK� VHOHFWHG� ILUP� FKDUDFWHULVWLFV� DQG� &('�� LQFOXGLQJ� D� GLVFXVVLRQ� RI� VNHZQHVV� DQG�NXUWRVLV� DQG� WKH� WUDQVIRUPDWLRQ� RI� WKH� UDZ� GDWD� LQWR� D� IRUP� VXLWDEOH� IRU� K\SRWKHVLV� WHVWLQJ�XVLQJ�SDUDPHWULF�VWDWLVWLFV��6HFWLRQ�����SURYLGHV�GHWDLOHG�GHVFULSWLYH�VWDWLVWLFV�IRU�WKH�YDULRXV�ILUP�FKDUDFWHULVWLFV�DQG�WKH�QRUPDOLVHG�GDWD�IRU�&('��6HFWLRQ�����LQWURGXFHV�WKH�YDULRXV�VHWV�RI� WHVWDEOH� K\SRWKHVHV� ZKLFK� DUH� H[DPLQHG� LQ� VXEVHTXHQW� VHFWLRQV� XQGHU� ($7�� 067� DQG�2/7�� UHVSHFWLYHO\�� 7KH� ILUVW� RI� WKHVH� LV� SUHVHQWHG� LQ� 6HFWLRQ� ���� ZKLFK� H[SORUHV� WKUHH�K\SRWKHVHV�XQGHU�($7��YL]���SROLWLFDO�YLVLELOLW\��+����LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\��+����DQG��FRQWUDFWLQJ�DQG�PRQLWRULQJ�FRVWV��+����6HFWLRQ�����H[SORUHV�WKH�VHFRQG�VHW�RI�K\SRWKHVHV�XQGHU� 067�� VWDNHKROGHU� LPSRUWDQFH� �+�� DQG� +��� DQG� PDQDJHPHQW� LQYROYHPHQW� LQ�HQYLURQPHQWDO� SROLF\� IRUPXODWLRQ� �+���� 7KH� WKLUG� VHW� RI� K\SRWKHVLV�� WKRVH� SURYLGHG� XQGHU�2/7�� LV� H[SORUHG� LQ� 6HFWLRQ� ����� YL]��� SROLWLFDO� YLVLELOLW\� �+�D��� LQGXVWU\� HQYLURQPHQWDO�VHQVLWLYLW\� �+�E��� VRFLDO� SUHVVXUHV� IURP�(1*2V� �+�D��� QHJDWLYH� HQYLURQPHQWDO� SHUIRUPDQFH��+�D��� DQG�� WKDW�&('�ZLOO�EH�SUHGRPLQDQWO\� LQ� WKH� IRUP�RI� µSRVLWLYH¶� �L�H��JRRG��QHZV��+�G��+�E��+�E��� 6HFWLRQ� ���� DOVR� LQFOXGHV� D� UHYLHZ�RI� WKH� QDWXUH�RI� HQYLURQPHQWDO� FDPSDLJQV�E\(1*2V�DQG�WKH�ZD\V�DQG�PHDQV�E\�ZKLFK�WKHVH�JURXSV�VHHN�WR�LQIOXHQFH�&('�
��� 'DWD�H[DPLQDWLRQ��WUDQVIRUPDWLRQ�DQG�DQDO\VLV$V�QRWHG�SUHYLRXVO\�LQ�&KDSWHU����6HFWLRQ��������GDWD�UHODWLQJ�WR�VHOHFWHG�ILUP�FKDUDFWHULVWLFV��L�H��WRWDO�DVVHWV��FDSLWDO�HPSOR\HG��WRWDO�GHEW��SURILWV��GLYLGHQGV��HWF���ZHUH�H[WUDFWHG�IURP�WKH�UHVSHFWLYH�FRPSDQ\¶V�DQQXDO�UHSRUW�DQG�DFFRXQWV�DQG�UHFRUGHG�LQ�WKH�6366�GDWDEDVH�&2<���WRJHWKHU�ZLWK�WKH�FRQWHQW�DQDO\VLV�PHDVXUHPHQW�IRU�WKH�TXDQWLW\�DQG�QDWXUH�RI�HQYLURQPHQWDO�GLVFORVXUHV��&2<� IRUPV�WKH�SULPDU\�GDWDEDVH�DQG�LV�FRPSULVHG�RI�RQH�UHFRUG�IRU�HDFK�RI�WKH���� VDPSOH� FRPSDQLHV� IRU� HDFK�\HDU�RI� WKH� VWXG\�� L�H�� D� WRWDO�RI����� UHFRUGV��(DFK� UHFRUG� LQ�&2<��LQFOXGHV�WKH�DJJUHJDWH�FRQWHQW�DQDO\VLV�GDWD�UHODWLQJ�WR�DOO�UHSRUWV�FRQWHQW�DQDO\VHG�IRU�D�SDUWLFXODU�FRPSDQ\� LQ�HDFK�\HDU��6XEVHTXHQW� ILHOGV�ZHUH�DGGHG� WR�SHUPLW�GDWD�DQDO\VLV� LQ�UHODWLRQ�WR�WKH�YDULRXV�K\SRWKHVHV�WHVWV�DV�GHVFULEHG�LQ�WKH�UHPDLQGHU�RI�WKLV�FKDSWHU��)ROORZLQJ� &RRNH� �������� WKH� GDWD� IRU� ERWK� WKH� LQGHSHQGHQW� DQG� GHSHQGHQW� YDULDEOHV� ZHUH�VFUHHQHG� WR� DVVHVV� WKH� LPSDFW� RI�GLVWULEXWLRQ�SUREOHPV�RI� VNHZQHVV� DQG�NXUWRVLV� DV�ZHOO� DV�SUREOHPV� RI� RXWOLHUV� DQG� QRQ�OLQHDULW\�� $Q� LQLWLDO� DQDO\VLV� RI� WKH� HQYLURQPHQWDO� GLVFORVXUH�YDULDEOH��µ7RWDO�&('¶��UHYHDOHG�WKH�DEVHQFH�RI�D�QRUPDO�GLVWULEXWLRQ�DURXQG�WKH�PHDQ��7HVWV�XVLQJ�WKH�QRUPDO�SUREDELOLW\�SORW��3�3ORWV� IXQFWLRQ� ZLWKLQ�6366��1RUXVLV�DQG�6366���������LQ�ZKLFK�WKH�REVHUYHG�YDOXHV�DUH�PDWFKHG�ZLWK�H[SHFWHG�YDOXHV�IURP�WKH�QRUPDO�GLVWULEXWLRQ��&RRNH���������VKRZHG�WKDW� WKH�UDZ�GDWD�GLG�QRW�FOXVWHU�DURXQG�D�VWUDLJKW�OLQH��)XUWKHU�WHVWV�XVLQJ� WKH�KLVWRJUDP IXQFWLRQ� �+DLU�HW�DO���������DOVR� UHYHDOHG�DQ�DV\PPHWULFDO�GLVWULEXWLRQ�
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FXUYH�ZLWK� D� VLJQLILFDQW� SRVLWLYH� VNHZQHVV�� D� IHDWXUH� QRW� XQFRPPRQ� WR�&65�VWXGLHV�ZKLFK�GUDZ�WKHLU�VDPSOHV�EDVHG�RQ�WKH�ODUJHVW�FRPSDQLHV�LQ�D�JLYHQ�SRSXODWLRQ���$V�VKRZQ�LQ�7DEOH�����EHORZ��D�KLJK�SHUFHQWDJH�RI�WKH�VDPSOH�SRSXODWLRQ�SURYLGH�UHODWLYHO\�VPDOO�TXDQWLWLHV�RI�HQYLURQPHQWDO�GLVFORVXUH��W\SLFDOO\�OHVV�WKDQ�RQH�SDJH��,Q�DGGLWLRQ��D�IHZ�FRPSDQLHV�SURYLGH�UHODWLYHO\� PXFK� ODUJHU� TXDQWLWLHV� RI� HQYLURQPHQWDO� GLVFORVXUH�� QRWDEO\� SRVW������� WKHVH�RXWOLHUV�SURYLGLQJ�LQ�H[FHVV�RI����SDJHV��,Q�VXFK�FLUFXPVWDQFHV��XVH�RI�WKH�UDZ�YDOXHV�RI�7RWDO�&('� DV� WKH� GHSHQGHQW� YDULDEOH� LQ� VWDWLVWLFDO� UHJUHVVLRQ�ZRXOG� UHVXOW� LQ� H[FHVVLYH� LQIOXHQFH�EHLQJ� DWWULEXWHG� WR� WKH� LQIRUPDWLRQ� SHUWDLQLQJ� WR� WKH� VPDOO� QXPEHU� RI� KLJK� GLVFORVLQJ�FRPSDQLHV��
7DEOH����'LVWULEXWLRQ�RI�WRWDO�&('�E\�SDJHV�DPRQJVW�VDPSOH�FRPSDQLHV����%DQG�<HDU ���� ���� ���� ���� ���� ���� ����� � � � � � �3HUFHQWDJH�RI�FRPSDQLHV�SURYLGLQJ������SDJH��QRQ�GLVFORVHUV� �� �� � � � � ������WR������SDJH �� �� �� �� �� �� �������WR������SDJH �� �� � � �� �� �6XE�WRWDO�������WR������SDJHV� �� �� �� �� �� �� �������WR �����SDJHV �� �� �� �� �� �� �������WR�������SDJHV � �� � �� �� � �������WR�������SDJHV � � � � � � �������WR�������SDJHV � � � � � � ��������WR��������SDJHV � � � ��0RUH�WKDQ��������SDJHV � � � � � � �7RWDO ��� ��� ��� ��� ��� ��� ��� ���1RWHV�� 7KLV� WDEOH VKRZV� WKH� SHUFHQWDJH� RI� FRPSDQLHV� ZKLFK� SURYLGHG� HQYLURQPHQWDO� GLVFORVXUH�� DQDO\VHG� E\�EDQGV�RI�WRWDO�DPRXQW�GLVFORVHG�7R� DSSUR[LPDWH� WR� D� QRUPDO� GLVWULEXWLRQ�� WKH� UDZ� GDWD� IRU� 7RWDO� &('� ZDV� WKHUHIRUH�QRUPDOLVHG�XVLQJ� WKH�%ORP�SURSRUWLRQ�HVWLPDWLRQ�IRUPXOD�EDVHG�RQ�QRUPDO�VFRUHV��ZKHUHE\�WKH� UDQN�RI�HDFK�REVHUYDWLRQ� LV�XVHG� UDWKHU� WKDQ� LWV�DFWXDO�YDOXH��1RUXVLV�DQG�6366���������7UDQVIRUPDWLRQ� UHVXOWV� VKRZHG� WKH� WUDQVIRUPHG� GDWD� WR� EH� PXFK� FORVHU� WR D� QRUPDO�GLVWULEXWLRQ��7KH�WUDQVIRUPHG�GDWD�IRU�7RWDO�&('�ZDV�WKXV�FRQVLGHUHG�VXLWDEOH�IRU�K\SRWKHVLV�WHVWLQJ�XVLQJ�SDUDPHWULF�VWDWLVWLFV�ZKLFK�DVVXPH�D�QRUPDO�GLVWULEXWLRQ��$Q�LQLWLDO�DQDO\VLV�RI�WKH� FRUSRUDWH� FKDUDFWHULVWLFV� YDULDEOHV� DOVR� UHYHDOHG� WKH� SUHVHQFH� RI� DQ� DV\PPHWULFDO�GLVWULEXWLRQ� FXUYH�ZLWK� D� VLJQLILFDQW�SRVLWLYH� VNHZQHVV��7KLV� UHIOHFWV� WKH�SUHVHQFH�RI�ERWK�D�IHZ� FRPSDQLHV� LQ� WKH� VDPSOH� ZLWK� YHU\� KLJK� YDOXHV� LQ� UHODWLRQ� WR� WRWDO� DVVHWV�� FDSLWDO�HPSOR\HG�� HWF�� DQG� D� ODUJH� QXPEHU� RI� FRPSDQLHV� ZLWK� UHODWLYHO\� YHU\� ORZ� FRPSDQ\�FKDUDFWHULVWLF YDULDEOHV��UHVXOWLQJ�LQ�D�FOXVWHULQJ�RI�WKHVH�YDOXHV�WRZDUGV�]HUR��QRW�DURXQG�WKH�PHDQ��7DNLQJ�WKH�\HDU�������IRU�H[DPSOH��WKH�PHDQ�YDOXH�RI�WRWDO�DVVHWV��LQ�*HUPDQ�PDUNV��ZDV� '0������������ ZLWK� PLQLPXP� DQG� PD[LPXP� YDOXHV� RI� '0�������� DQG�
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'0������������� UHVSHFWLYHO\��6LPLODUO\�� WKH�PLQLPXP�DQG�PD[LPXP�YDOXHV� IRU�HPSOR\HHV�LQ� ����� ZDV� ���� DQG� ��������� UHVSHFWLYHO\�� ZLWK� D� PHDQ� RI� �������� 7KLV� UHIOHFWV� WKH�KHWHURJHQHRXV�PDNH�XS�RI� WKH� VDPSOH�RI�FRPSDQLHV��ZLWK� VRPH��HVSHFLDOO\�EDQNV��KDYLQJ�D�FRPSDUDWLYHO\�PXFK� ODUJHU� DVVHW� EDVH��$V� D� UHVXOW�� WKH� UDWLR� RI� WKH�PD[LPXP� WR�PLQLPXP�YDOXHV� LV� SDUWLFXODUO\� ODUJH�� RIWHQ� H[FHHGLQJ� ������� ,Q� WKHVH� FLUFXPVWDQFHV�� XVH� RI� WKH� UDZ�YDOXHV� RI� FRPSDQ\� FKDUDFWHULVWLFV� DV� SUR[LHV� IRU� LQGHSHQGHQW� YDULDEOHV� LQ� VWDWLVWLFDO�UHJUHVVLRQ� ZRXOG� OLNHO\� UHVXOW� LQ� VLJQLILFDQW� LQIOXHQFH� EHLQJ� DWWULEXWHG� WR� WKH� LQIRUPDWLRQ�SHUWDLQLQJ� WR� D� VPDOO� QXPEHU� RI� YHU\� ODUJH� FRPSDQLHV� �*UD\� HW� DO��� ������� 6WDWLVWLFDO�K\SRWKHVHV�WHVWV�ZHUH�WKHUHIRUH�SHUIRUPHG�XVLQJ�WUDQVIRUPHG�YDOXHV��ORJH WUDQVIRUPDWLRQ��RI�FRUSRUDWH� FKDUDFWHULVWLFV��� 'HWDLOHG� GHVFULSWLYH� VWDWLVWLFV� LQ� UHODWLRQ� WR� WKH� LQGHSHQGHQW� DQG�GHSHQGHQW�YDULDEOHV�DUH�SURYLGHG�LQ�6HFWLRQ�����EHORZ�7KH�GDWD�FROOHFWHG� IRU� WKH�SXUSRVHV�RI� WKH�SUHVHQW�VWXG\�ZHUH� VXEMHFWHG� WR�YDULRXV�DQDO\VHV�XVLQJ� D� QXPEHU� RI� GLIIHUHQW� VWDWLVWLFDO� WHFKQLTXHV� DQG� SURFHGXUHV�� DV� DSSURSULDWH� LQ� WKH�FRQWH[W� RI� HDFK� WHVW�� ,Q� WKH� PDMRULW\� RI� FDVHV�� UHODWLRQVKLSV� ZHUH� WHVWHG� XVLQJ� XQLYDULDWH�DQDO\VLV� RI� YDULDQFH� �81,$129$�� WHVWV� XVLQJ� WKH� 6366� VWDWLVWLFDO� SDFNDJH� �1RUXVLV� 	�6366�� ������� 7KH� 81,$129$� SURFHGXUH� SURYLGHV� UHJUHVVLRQ� DQDO\VLV� DQG� DQDO\VLV� RI�YDULDQFH�IRU�RQH�GHSHQGHQW�YDULDEOH�E\�RQH�RU�PRUH�IDFWRUV�DQG�RU�YDULDEOHV��)RU�UHJUHVVLRQ�DQDO\VLV�� WKH� LQGHSHQGHQW� YDULDEOHV� DUH� VSHFLILHG� DV� FR�YDULDWHV�� *HQHUDOO\�� WHVWV� ZHUH� UXQ�DJDLQVW� HDFK� \HDU� DQG�� LQ� VRPH� FDVHV�� DV� D� ORQJLWXGLQDO� VHW� IRU� WKH� VHYHQ�\HDU� SHULRG� DV� D�ZKROH��7UHDWLQJ�HDFK�\HDU�RI�WKH�VWXG\�DV�SURYLGLQJ�D�VHSDUDWH�GDWD�VHW�ZLWK�ZKLFK�WR�SHUIRUP�VWDWLVWLFDO�DQDO\VLV�DVVXPHV� WKDW�HDFK�\HDU¶V�GDWD�VHW� LV� LQGHSHQGHQW�RI� WKDW�RI�RWKHU�\HDUV��,W�PLJKW� EH� DUJXHG�� SDUWLFXODUO\� LQ� WKH� FDVH� RI� WKH� GHSHQGHQW� YDULDEOH� �&('��� WKDW� WKLV�DVVXPSWLRQ� PD\� QRW� EH� FRPSOHWHO\� YDOLG�� 7KDW� LV�� ZKDW� FRPSDQLHV� GLVFORVH� LQ� UHODWLRQ� WRHQYLURQPHQWDO�� KHDOWK� DQG� VDIHW\� DQG� HQHUJ\� LVVXHV� LQ� RQH� \HDU�PD\� KDYH� DQ� LQIOXHQFH� RQ�ZKDW�LV�GLVFORVHG�LQ�WKH�IROORZLQJ�\HDUV��6LPLODUO\��WKH�VL]H��H�J��WRWDO�DVVHWV��RI�D�FRPSDQ\�LQ�\HDU�Q ZLOO�FOHDUO\�KDYH�DQ�LQIOXHQFH�RQ�LWV�VL]H�LQ�\HDU�Q����$V�VXFK��HYHQ�WKRXJK�WKH�VWXG\�ORRNV�DW�VHYHQ�GLIIHUHQW�SHULRGV�WKH\�PD\�QRW�QHFHVVDULO\�UHLQIRUFH�HDFK�RWKHU��7R�WKH�H[WHQW�WKDW� VXFK� GHSHQGHQFLHV� H[LVW�� WKLV� UHSUHVHQWV� D� OLPLWDWLRQ� WR� WKH� DSSURDFK� DGRSWHG� LQ� WKH�SUHVHQW�VWXG\�
��� 'HVFULSWLYH�UHVXOWV7DEOH�����EHORZ�SURYLGHV�GHWDLOHG�GHVFULSWLYH�VWDWLVWLFV�LQ�UHODWLRQ�WR�WKH�YROXPH�RI�FRUSRUDWH�HQYLURQPHQWDO� GLVFORVXUH� �7RWDO� &('��� WKH� GHSHQGHQW� YDULDEOH�� DQG� WKH� YDULRXV� FRUSRUDWH�FKDUDFWHULVWLFV� IRU� SROLWLFDO� YLVLELOLW\� DQG� FRQWDFWLQJ� DQG� PRQLWRULQJ� FRVWV�� UHVSHFWLYHO\��6KRZQ� LQ� WKHVH� WDEOHV� DUH� WKH� PLQLPXP� DQG� PD[LPXP� YDOXHV�� PHGLDQ�� PHDQ�� VWDQGDUG�GHYLDWLRQ�DQG�PHDVXUHV�RI�VNHZQHVV�DQG�NXUWRVLV���%DVHG�RQ�PHGLDQ�YDOXHV��WKH�W\SLFDO�ILUP�LQ� WKLV� VWXG\� SURYLGHV� ����� SDJHV� RI� HQYLURQPHQWDO� GLVFORVXUH� LQ� LWV� DQQXDO� VRFLDO�� DQG�HQYLURQPHQW� UHSRUWV�� KDV� WRWDO� DVVHWV� RI� '0�������� PLOOLRQ�� LV� ILQDQFHG� E\� VKDUHKROGHUV�HTXLW\�DQG�ORQJ�WHUP�IXQGV��L�H��WRWDO�FDSLWDO�HPSOR\HG��WRWDOOLQJ�'0��������PLOOLRQ��KDV�ORQJ�WHUP�ERUURZLQJV��L�H��WRWDO�GHEW��RI�'0������PLOOLRQ��HDUQV�D�SURILW��EHIRUH�LQWHUHVW�DQG�WD[��RI� '0������ PLOOLRQ�� SD\V� DQ� DQQXDO� GLYLGHQG� WR� LWV� VKDUHKROGHUV� RI� '0��� PLOOLRQ� DQG�HPSOR\V��������IXOO�WLPH�VWDII��7KH�PHGLDQ�YDOXH�IRU�&('��EHLQJ�VLJQLILFDQWO\�OHVV�WKDQ�WKH�PHDQ� YDOXH� RI� WKH�PHDQ�� VXJJHVWV� WKH� ODWWHU� KDV� EHHQ� LQIOXHQFHG� TXLWH� VLJQLILFDQWO\� E\� WKH�VPDOO� QXPEHU� RI� FRPSDQLHV� ZKLFK� SURYLGH� UHODWLYHO\� YHU\� KLJK� DPRXQWV� RI� HQYLURQPHQWDO�GLVFORVXUH� �VHH�7DEOH�������0HGLDQ�YDOXHV� UHSUHVHQW� WKH���WK SHUFHQWLOH� �L�H�� WKH�YDOXH�DERYH�
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DQG�EHORZ�ZKLFK�KDOI� WKH�FDVHV IDOO��DQG� WKXV�SURYLGH�D�PHDVXUH�RI�FHQWUDO� WHQGHQF\�WKDW� LV�QRW�GLVWXUEHG�E\�RXWO\LQJ�YDOXHV��XQOLNH�WKH�PHDQ��ZKLFK�FDQ�EH�DIIHFWHG�E\�D�IHZ�H[WUHPHO\�KLJK�RU�ORZ�YDOXHV��$V�VKRZQ�E\�WKH�PLQLPXP�DQG�PD[LPXP�ILJXUHV�IRU�7RWDO�&('�LQ�7DEOH������ WKHUH� LV� FRQVLGHUDEOH� YDULDELOLW\� LQ� WKH� TXDQWLW\� RI� HQYLURQPHQWDO� GLVFORVXUH�� 7KH� JDS�EHWZHHQ� WKH� PLQLPXP� DQG� PD[LPXP� YDOXHV� RI� 7RWDO� &('� ZDV� IRXQG� WR� LQFUHDVH�VLJQLILFDQWO\� RYHU� WKH� SHULRG� RI� WKH� VWXG\��7KLV� UHIOHFWV� WKH� LQIOXHQFH�RI�QRQ�GLVFORVHUV� �L�H��FRPSDQLHV IRU�ZKRP�WKH�TXDQWLW\�RI�HQYLURQPHQWDO�GLVFORVXUH�LV�QLO��DQG�WKH�VPDOO�QXPEHU�RI�µYHU\� KLJK¶� GLVFORVHUV�� 7KH� PD[LPXP� DPRXQW� RI� HQYLURQPHQWDO� GLVFORVXUH� DPRQJVW� WKH�VDPSOH�FRPSDQLHV�ZDV�������SDJHV� LQ������� ULVLQJ� WR��������SDJHV� LQ�������7KH�PLQLPXP�ZDV������LQ�DOO�\HDUV��L�H��WKH�QRQ�GLVFORVHUV��
7DEOH����'HVFULSWLYH�VWDWLVWLFV��DOO�\HDUV�

0LQ� 0D[� 0HGLDQ 0HDQ 6' 6NHZQHVV .XUWRVLV'HSHQGHQW�YDULDEOH�7RWDO�&(' ���� ������ ���� ���� ����� ���� �����,QGHSHQGHQW�YDULDEOHV�3ROLWLFDO�YLVLELOLW\�7RWDO�$VVHWV ������� �������������������� ���������� ���������� ���� �����&DSLWDO�(PSOR\HG ������� �������������������� ��������� ���������� ���� �����3URILW��3%,7� ���������� ���������� ������� ��������� ��������� ���� �����1XPEHU�RI�HPSOR\HHV ��� ������� ������ ������ ������ ���� �����&RQWUDFWLQJ�	�PRQLWRULQJ�FRVWV�/7'��(TXLW\ ���� ���� ����� ����� ���� ���� �����/7'��7RWDO�$VVHWV ���� ���� ����� ����� ����� ���� ����'LY���5HWDLQHG�(DUQLQJV ����� ���� ����� ����� ����� ���� ������1RWHV� 'HVFULSWLYH� VWDWLVWLFV� VKRZQ� DERYH� UHODWH� WR� WKH� UDZ� �L�H�� XQWUDQVIRUPHG�� GDWD� EDVHG� RQ� DOO� \HDUV� IURP������WR������WUHDWHG�DV�D�ORQJLWXGLQDO�VHW��0RQHWDU\�LWHPV�DUH�VKRZQ�LQ'0���V��µ0LQ¶�DQG�µ0D[¶�GHQRWH�WKH�PLQLPXP� DQG� PD[LPXP�� UHVSHFWLYHO\�� 0HGLDQ� LV� WKH� ��WK SHUFHQWLOH� DQG� 6'� LV� WKH� VWDQGDUG� GHYLDWLRQ��µ6NHZQHVV¶� DQG� µ.XUWRVLV¶� GHQRWH� WKH� FRHIILFLHQWV� RI� VNHZQHVV� DQG� NXUWRVLV�� UHVSHFWLYHO\�� µ/7'¶� LV� WKH� ORQJ�WHUP� GHEW�� µ5HWDLQHG� HDUQLQJV¶� LV� DFFXPXODWHG� XQUHVWULFWHG� GLVWULEXWDEOH� UHWDLQHG� HDUQLQJV� �QHJDWLYH� YDOXHV�LQGLFDWH� QHJDWLYH� UHVHUYHV�� L�H�� ORVVHV��� µ(TXLW\¶� LV� WRWDO� RI� VKDUHKROGHUV¶� IXQGV� �L�H�� HTXLW\� VKDUH� FDSLWDO� DQG�GLVWULEXWDEOH� DQG� QRQ�GLVWULEXWDEOH� UHVHUYHV� LQFOXGLQJ� UHWDLQHG� HDUQLQJV��� =HUR� YDOXHV� DULVH� GXH� WR� VRPH�FRPSDQLHV�LQ�WKH�VDPSOH�KDYLQJ�QR�ORQJ�WHUP�GHEW�DQG�WKXV�WKH�GHEW�WR�HTXLW\�DQG�GHEW�WR�WRWDO�DVVHWV�UDWLRV�DUH�]HUR��1HJDWLYH�YDOXHV�LQ�WKH�FDVH�RI�SURILW�UHIHU�WR�ORVVHV�7KH�VNHZQHVV�DQG�NXUWRVLV�YDOXHV�VKRZQ�LQ�7DEOH�����UHYHDO�D�VWURQJO\�SRVLWLYH�VNHZQHVV�WR�WKH� GDWD� WKDW� GRHV� QRW� H[KLELW� D� QRUPDO� GLVWULEXWLRQ�� $V� LQGLFDWHG� DERYH�� WKH� GHSHQGHQW�YDULDEOH� �7RWDO� &('�� GDWD�ZDV� WKHUHIRUH� QRUPDOLVHG� XVLQJ� WKH� %ORP� SURSRUWLRQ� HVWLPDWLRQ�IRUPXOD� �1RUXVLV�DQG�6366����������,Q� WKH�FDVH�RI� WKH�LQGHSHQGHQW�YDULDEOHV��VNHZQHVV�DQG�NXUWRVLV� YDOXHV� DUH� VLJQLILFDQW�� UHIOHFWLQJ� D� GLVWULEXWLRQ� WKDW� LV� VWURQJO\� SRVLWLYHO\� VNHZHG��+RZHYHU�� IRU� WKH� SXUSRVHV� RI� D� VWDQGDUG� UHJUHVVLRQ�� WKH� QRUPDOLW\� RI� WKH� LQGHSHQGHQWYDULDEOHV�LV�QRW�SDUW�RI�WKH�VWDQGDUG�UHJUHVVLRQ�DVVXPSWLRQV��5DWKHU��ZKDW�PDWWHUV�LV�ZKHWKHU�WKH�UHVLGXDOV��L�H��WKH�GLIIHUHQFHV�EHWZHHQ�WKH�REVHUYHG�YDOXHV�RI�WKH�GHSHQGHQW�YDULDEOH�DQG�WKH� YDOXHV� SUHGLFWHG� E\� WKH� UHJUHVVLRQ�PRGHO�� DUH� QRUPDOO\� GLVWULEXWHG��+DYLQJ� QRUPDOLVHG�WKH�GDWD�IRU�WKH�GHSHQGHQW�YDULDEOH��WKHUH�LV�UHDVRQDEOH�DVVXUDQFH�WKDW�WKH�GLVWULEXWLRQ�RI�WKH�
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UHVLGXDOV� DUH� WKHPVHOYHV� QRUPDOLVHG� DQG� WKXV��ZKHQ� XVLQJ� SDUDPHWULF� WHVWV�� UHOLDQFH� FDQ�EH�SODFHG�RQ�WKH�PHDVXUHV�IRU�VLJQLILFDQFH��)�VFRUHV��DQG�FRHIILFLHQWV��WKH�W�VWDWLVWLF��
��� 7HVWDEOH�K\SRWKHVHV3UHYLRXV� FKDSWHUV� RQ�($7��067� DQG�2/7� LGHQWLILHG� D� QXPEHU� RI� FRUSRUDWH� FKDUDFWHULVWLFV�DQG� H[WHUQDO� LQIOXHQFHV�ZKLFK� DUH� K\SRWKHVLVHG�� XQGHU� WKHVH� WKUHH� WKHRULHV�� UHVSHFWLYHO\�� DV�EHLQJ� DVVRFLDWHG� ZLWK� YDULDWLRQV� LQ� &('� DFURVV� ILUPV��1RWZLWKVWDQGLQJ� WKDW�PXFK� RI� &65�UHVHDUFK� LQ� WKH� ����V� DQG� ����V� IRFXVHG� RQ� FRUSRUDWH� FKDUDFWHULVWLFV�� VXFK� DV� VL]H� DQG�SURILWDELOLW\�� D�FRQVLGHUDEOH�DPRXQW�RI� OLWHUDWXUH�DSSHDUHG� LQ� WKH�����V�ZKLFK�SURPRWHG� WKH�JHQHUDO� DUJXPHQW� WKDW� VRFLDO� DQG� HQYLURQPHQWDO� GLVFORVXUHV� SURYLGHG� E\� FRUSRUDWLRQV� WR�VRFLHW\�LQ�WKHLU�DQQXDO�UHSRUWV�DUH�UHODWHG�WR�H[WHUQDO�YDULDEOHV�VXFK�DV�VRFLR�SROLWLFDO�SUHVVXUH�IURP�FDPSDLJQ�JURXSV�ZKLFK�RIIHUHG�QHZ�LQVLJKWV�LQWR�WKH�IRUP�DQG�FDXVHV�RI &65��:KLOVW�FRUSRUDWH�FKDUDFWHULVWLFV�VXFK�DV�VL]H�DQG�SURILWDELOLW\�DUH��E\�WKHLU�GHILQLWLRQ��UHODWLYHO\�HDV\�WR�PHDVXUH��WKH�VDPH�GRHV�QRW�KROG�WUXH�IRU�H[WHUQDO�VRFLDO�DQG�SROLWLFDO�LQIOXHQFHV��$�PDMRU�SUREOHP�ZLWK�DWWHPSWLQJ�WR�PRGHO�WKH�LPSDFW�RI�WKHVH�H[WHUQDO�LQIOXHQFHV�RQ�ILUPV�LV�WKDW�QR�µSXUH¶� PHDVXUH� RI� WKHVH� LQIOXHQFHV� H[LVWV� DQG� WKH� UHVHDUFKHU� LV� WKHUHIRUH� IRUFHG� WR� UHO\� RQ�SUR[\� YDULDEOHV� WKDW� DUH�� DW� EHVW�� LPSUHFLVH� LQGLFDWRUV� RI� WKH� LQIOXHQFHV� FRPSDQLHV� IDFH��3DWWHQ���������,QGHHG��GRXEWV�KDYH�EHHQ�UDLVHG�ZLWKLQ�WKH�&65�OLWHUDWXUH�DV�WR�ZKHWKHU�LW�LV�HYHQ�SRVVLEOH�WR�VXFFHVVIXOO\�FDSWXUH�WKHVH�LQIOXHQFHV�IRU�VWDWLVWLFDO�PRGHOOLQJ�SXUSRVHV��*UD\�HW� DO��� ������� 6XFK� GRXEWV� QRWZLWKVWDQGLQJ�� WKH� SUHVHQW� VWXG\� VHHNV� WR� FDSWXUH� YDULRXV�PHDVXUHV�RI ERWK� FRUSRUDWH� FKDUDFWHULVWLFV�DQG�H[WHUQDO� LQIOXHQFHV�ZKLFK� WKH� WKUHH�GLIIHUHQW�WKHRULHV� VXJJHVW� DV�RIIHULQJ�SRVVLEOH� H[SODQDWLRQV� IRU�YDULDWLRQV� LQ� FRUSRUDWH� HQYLURQPHQWDO�GLVFORVXUH��,Q� WKH�IROORZLQJ�VHFWLRQV��K\SRWKHVHV�DUH�SUHVHQWHG�XQGHU�HDFK�WKHRU\��EHJLQQLQJ�ZLWK�($7�� ,Q� HDFK�FDVH��K\SRWKHVLV�QXPEHUV�FRUUHVSRQG� WR� WKH�K\SRWKHVHV�SUHVHQWHG� LQ� WKH�UHVSHFWLYH�WKHRU\�FKDSWHU�SUHVHQWHG�HDUOLHU�
��� (FRQRPLF�$JHQF\�WKHRU\��($7�7KUHH�K\SRWKHVHV�DUH� WR�EH�H[SORUHG�XQGHU�HFRQRPLF�DJHQF\� WKHRU\��H[SUHVVHG�IRUPDOO\� �LQ�DOWHUQDWLYH�IRUP��DV�IROORZV�+�� 7KHUH�LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�SROLWLFDO�YLVLELOLW\�DQG�WKH�YROXPH�RI�&('�+�� 7KHUH�LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\�DQG�WKH�YROXPH�RI�&('�+�� 7KHUH� LV� D�SRVLWLYH� DVVRFLDWLRQ�EHWZHHQ� FRQWUDFWLQJ� DQG�PRQLWRULQJ� FRVWV�DQG�WKH�YROXPH�RI�&('�:KHUH��L� SROLWLFDO�YLVLELOLW\�LV�EDVHG�RQ�VL]H��DV�PHDVXUHG�E\�IRXU�VXUURJDWHV��L�H���D��7RWDO�$VVHWV���E��1XPEHU� RI� (PSOR\HHV�� �F�� &DSLWDO� (PSOR\HG�� DQG� �G�� 3URILW� LQ� HDFK� RI� WKH� \HDUV������WR�������LL� LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\�LV�UHODWHG�WR�WKH�VHQVLWLYLW\�RI�DQ�LQGXVWU\¶V�DFWLYLWLHV�WR�WKH�QDWXUDO�HQYLURQPHQW��LLL� FRQWUDFWLQJ� DQG�PRQLWRULQJ� FRVWV� DUH�PHDVXUHG� E\� WZR� µNH\�PDUNHW� YDULDEOHV¶�� L�H�� �D��ILQDQFLDO� OHYHUDJH�� XVLQJ� WZR� VXUURJDWH� UDWLRV�� /RQJ�7HUP� 'HEW� WR� 7RWDO� $VVHWV� DQG�
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/RQJ�7HUP� 'HEW� WR� (TXLW\�� DQG� �E�� GLYLGHQG� FRYHU�� WKH� UDWLR� RI� GLYLGHQGV� WR�XQUHVWULFWHG�UHWDLQHG�HDUQLQJV��LQ�HDFK�RI�WKH�\HDUV������WR������7KHVH� WKUHH� K\SRWKHVHV� SURYLGH� D� WHVWDEOH�PRGHO� XQGHU�ZKLFK�7RWDO &('� LV� DVVHUWHG� WR� EH�SRVLWLYHO\� DVVRFLDWHG� ZLWK� SROLWLFDO� YLVLELOLW\�� LQGXVWU\� HQYLURQPHQWDO� VHQVLWLYLW\� DQG�FRQWUDFWLQJ� DQG� PRQLWRULQJ� FRVWV�� 7KH� PRGHO� LV� IRUPDOO\� VSHFLILHG� LQ� HTXDWLRQ� ���� EHORZ��ZKHUH�� &('F\ GHQRWHV� WKH� WUDQVIRUPHG� YDOXH� RI� WKH� YROXPH RI� FRUSRUDWH� HQYLURQPHQWDO�GLVFORVXUH�PDGH�E\�FRPSDQ\�F�LQ�\HDU�\��.�\�LV�WKH�LQWHUFHSW��32/9,6F\ GHQRWHV�WKH�YDOXH�RI�WKH� FRUSRUDWH� FKDUDFWHULVWLF� IRU� SROLWLFDO� YLVLELOLW\� RI� W\SH�S PDGH� E\� FRPSDQ\� F LQ� \HDU�\��,(6F\�GHQRWHV�WKH�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\�RI�LQGXVWU\�VHFWRU�L IRU�FRPSDQ\�F LQ�\HDU�\�� &21021F\ GHQRWHV� WKH� YDOXH� RI� WKH� FRUSRUDWH� FKDUDFWHULVWLF� IRU� FRQWUDFWLQJ� DQG�PRQLWRULQJ�FRVWV�RI�W\SH�P�IRU�FRPSDQ\�F LQ�\HDU�\ DQG�è LV�WKH�UDQGRP�HUURU�WHUP��&('F\  �.�\���.S\32/9,6F\ ��.L\,(6F\ ��.P\&21021F\ ��èF\ ���
����� 3ROLWLFDO�YLVLELOLW\7KH� SROLWLFDO� YLVLELOLW\� DUJXPHQW� XQGHU� ERWK� HFRQRPLF� DJHQF\� WKHRU\� �($7�� DQG�RUJDQL]DWLRQDO� OHJLWLPDF\� WKHRU\� �2/7�� SRVLWV� WKDW� WKHUH� LV� D� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ�SROLWLFDO� YLVLELOLW\� DQG� WKH� YROXPH� RI� FRUSRUDWH� HQYLURQPHQWDO� GLVFORVXUH� �&('��� 7KXV��K\SRWKHVHV� +� XQGHU� ($7� DQG� +�D� XQGHU� 2/7� �VHH� EHORZ�� ERWK� SUHGLFW� WKDW� WKH� PRUH�SROLWLFDOO\�YLVLEOH� FRPSDQLHV� ZLOO� SURYLGH� JUHDWHU� OHYHOV� RI� HQYLURQPHQWDO� GLVFORVXUH�� $V�LQGLFDWHG� SUHYLRXVO\�� IRXU� VXUURJDWHV� IRU� SROLWLFDO� YLVLELOLW\� ZHUH� FKRVHQ�� YL]�� WRWDO� DVVHWV��FDSLWDO� HPSOR\HG�� SURILWV� �3%,7�� DQG� QXPEHU� RI� HPSOR\HHV�� 7KH� SKHQRPHQRQ� RI� SROLWLFDO�YLVLELOLW\� LV� VHHQ� DV� D� IXQFWLRQ� RI� WKHVH� YDULRXV� IDFWRUV�� ERWK� LQGLYLGXDOO\� DQG� FROOHFWLYHO\��*LYHQ�WKDW�WKHLU�FRPELQHG�HIIHFW�LV�OLNHO\�WR�EH�PRUH�VLJQLILFDQW�LQ�D�SROLWLFDO�VHQVH�WKDQ�WKDW�RI� HDFK� IDFWRU� LQGLYLGXDOO\�� WKH� H[WHQW� WR� ZKLFK� HDFK� RI� WKHVH� IRXU� FKDUDFWHULVWLFV� DUH�FRUUHODWHG�ZLWK� RQH� RWKHU� �L�H�� WKH� FRUUHODWLRQ� FRHIILFLHQWV�� LV� FOHDUO\� UHOHYDQW��$V� VKRZQ� LQ�7DEOH� ���� EHORZ�� WKH� FRUUHODWLRQ� EHWZHHQ� WKH� IRXU� FKDUDFWHULVWLFV� IRU� SROLWLFDO� YLVLELOLW\� LV�KLJKO\�SRVLWLYH�DQG�VLJQLILFDQW�LQ�DOO�FDVHV��ZLWK�DEVROXWH�YDOXHV��LQGLFDWLQJ�WKH�VWUHQJWK�RI�WKH�UHODWLRQVKLS�� UDQJLQJ� IURP� ������ IRU� 7RWDO� $VVHWV� DQG�1XPEHU� RI� (PSOR\HHV� WR� ������ IRU�3URILW�DQG�7RWDO�$VVHWV��
7DEOH����&RHIILFLHQWV�RI�FRUUHODWLRQ�EHWZHHQ�FRUSRUDWH�FKDUDFWHULVWLFV�IRU�SROLWLFDO�YLVLELOLW\&RUSRUDWH�FKDUDFWHULVWLF 7RWDO�$VVHWV &DSLWDO�(PSOR\HG 3URILW��3%,7�
&DSLWDO�(PSOR\HG ������ � �3URILW��3%,7� ������ ������ �1XPEHU�RI�(PSOR\HHV ������ ������ ������1RWHV��0HDVXUHV�RI�WKH�OLQHDU�DVVRFLDWLRQ�IRU�WKH�WUDQVIRUPHG�YDULDEOHV��QDWXUDO�ORJ��ORJH��ZHUH�FDOFXODWHG�XVLQJ�3HDUVRQ¶V�FRUUHODWLRQ�FRHIILFLHQW�VWDWLVWLF��3URILW��3%,7��H[FOXGHV�ORVVHV��7KH�VLJQ�RI�WKH�FRHIILFLHQW�LQGLFDWHV�WKH�GLUHFWLRQ�RI�WKH�UHODWLRQVKLS��DQG�WKH�DEVROXWH�YDOXH�LQGLFDWHV�WKH�VWUHQJWK��ZLWK�ODUJHU�DEVROXWH�YDOXHV�LQGLFDWLQJ�VWURQJHU�UHODWLRQVKLSV��6WDUUHG�YDOXHV�LQGLFDWH�WKDW�WKH�FRUUHODWLRQ�LV�VLJQLILFDQW�DW�WKH������OHYHO��WZR�WDLOHG���7R� WHVW� WKH� K\SRWKHVLV� WKDW� SROLWLFDO� YLVLELOLW\� LV� SRVLWLYHO\� DVVRFLDWHG� ZLWK� WKH� YROXPH� RI�HQYLURQPHQWDO�GLVFORVXUH��WKH�GLVFORVXUH�YDULDEOH��³7RWDO�&('´��ZDV�UHJUHVVHG�RQ�HDFK�RI�WKH�
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IRXU� FRUSRUDWH� FKDUDFWHULVWLFV�ZKLFK� VHUYH DV�SUR[LHV� IRU�SROLWLFDO� YLVLELOLW\��7KLV� UHJUHVVLRQ�ZDV� SHUIRUPHG�E\� UXQQLQJ� D� XQLYDULDWH� DQDO\VLV� RI�YDULDQFH� �81,$129$�� WHVW� IRU� WKH� IXOO�VDPSOH�RI����%HQHOX[�DQG�*HUPDQ�ILUPV�IRU�HDFK�RI�WKH�VHYHQ�\HDUV�RI�WKH�VWXG\��FRQWUROOLQJ�IRU�ERWK�WKH�HIIHFW�RI FRXQWU\�DQG�LQGXVWU\�VHFWRU��)RU�WKH�SXUSRVHV�RI�WKH�UHJUHVVLRQ��LQGXVWU\�VHFWRU�ZDV�UHSUHVHQWHG�E\�VHYHQ�GXPP\�YDULDEOHV��HDFK�WDNLQJ�WKH�YDOXH���RU�����7KH�UHVXOWV�RI�HDFK�VHW�RI�UHJUHVVLRQV�DUH�VXPPDULVHG�LQ�7DEOH������
7DEOH����$VVRFLDWLRQ� EHWZHHQ� HDFK� LQGLYLGXDO� FKDUDFWHULVWLF� IRU� SROLWLFDO� YLVLELOLW\� DQG� WRWDO�&('��E\�\HDU&KDUDFWHULVWLF��[�YDULDEOH� ���� ���� ���� ���� ���� ���� ����7RWDO�$VVHWV5HJUHVVLRQ�FRHIILFLHQW � � � � � � �S�YDOXH ����� ����� ����� ����� ����� ����� �����,QGXVWU\�S�YDOXH ����� ����� ����� ����� ����� ����� �����&RXQWU\�S�YDOXH ����� ����� ����� ����� ����� ����� �����$GMXVWHG�5�VTXDUHG ����� ����� ����� ����� ����� ����� �����&DSLWDO�HPSOR\HG5HJUHVVLRQ�FRHIILFLHQW � � � � � � �S�YDOXH ����� ����� ����� ����� ����� ����� �����,QGXVWU\�S�YDOXH ����� ����� ����� ����� ����� ����� �����&RXQWU\�S�YDOXH ����� ����� ����� ����� ����� ����� �����$GMXVWHG�5�VTXDUHG ����� ����� ����� ����� ����� ����� �����3URILW��3%,7�S�YDOXH ����� ����� ����� ����� ����� ����� �����5HJUHVVLRQ�FRHIILFLHQW � � � � � � �,QGXVWU\�S�YDOXH ����� ����� ����� ����� ����� ����� �����&RXQWU\�S�YDOXH ����� ����� ����� ����� ����� ����� �����$GMXVWHG�5�VTXDUHG ����� ����� ����� ����� ����� ����� �����(PSOR\HHVS�YDOXH ����� ����� ����� ����� ����� ����� �����5HJUHVVLRQ�FRHIILFLHQW � � � � � � �,QGXVWU\�S�YDOXH ����� ����� ����� ����� ����� ����� �����&RXQWU\�S�YDOXH ����� ����� ����� ����� ����� ����� �����$GMXVWHG�5�VTXDUHG ����� ����� ����� ����� ����� ����� �����1RWHV��7KLV�WDEOH�VKRZV�WKH�S�YDOXH�IRU�WKH�UHJUHVVLRQ�FRHIILFLHQW�RI�HQYLURQPHQWDO�GLVFORVXUH��³7RWDO�&('´��RQ�HDFK� FRUSRUDWH� FKDUDFWHULVWLF� UXQ� DJDLQVW� DOO� FRPSDQLHV� LQ� HDFK� \HDU�XVLQJ� XQLYDULDWH� DQDO\VLV� RI� YDULDQFHV��81,$129$���FRQWUROOLQJ� IRU� ERWK� LQGXVWU\� VHFWRU� DQG� FRXQWU\��$OO�S�YDOXHV� DUH� RQH�WDLOHG�SUREDELOLWLHV��$OO�WHVWV�ZHUH� UXQ� DJDLQVW� WUDQVIRUPHG�YDOXHV� IRU� WKH�GHSHQGHQW�DQG� LQGHSHQGHQW�YDULDEOHV��6LJQLILFDQW� �DW�����S�YDOXHV�DUH�KLJKOLJKWHG� LQ�EROG��5HJUHVVLRQ�FRHIILFLHQWV� ������ LQGLFDWH� WKH�GLUHFWLRQ�RI� WKH� UHODWLRQVKLS��ZKHUH���LQGLFDWHV� D� SRVLWLYH� DVVRFLDWLRQ�� µ$GMXVWHG�5�VTXDUHG¶� YDOXHV� SURYLGH� DQ� LQGLFDWLRQ� RI� WKH� SURSRUWLRQ� RI� WKH�YDULDQFH� RI� WKH� GHSHQGHQW� YDULDEOH� DERXW� WKH�PHDQ�ZKLFK� LV�H[SODLQHG� E\� WKH� UHVSHFWLYH� FR�YDULDWH� DQG� IL[HG�IDFWRUV�LQ�WKH�PRGHO�7KH�UHVXOWV�LQ�7DEOH�����SURYLGH�VWURQJ�VXSSRUW�IRU�K\SRWKHVHV�+� ($7�DQG�+�D�2/7�DQG�WKXV�IRU� UHMHFWLQJ� WKH� QXOO� K\SRWKHVLV�� 7KH� IRXU� VXUURJDWHV� IRU� SROLWLFDO� YLVLELOLW\� SURYLGH� D�VLJQLILFDQW�UHJUHVVLRQ�FRHIILFLHQW��DW�WKH���SHU�FHQW�OHYHO��LQ����RXW�RI�WKH����FDVHV�SUHVHQWHG��VHH�S�YDOXHV����DQG�KDYH�D�SRVLWLYH�VLJQ�LQ�DOO����FDVHV�DV�SUHGLFWHG��7KHVH�ILQGLQJV�VXSSRUW�+� ($7� DQG� +�D� 2/7�� VXJJHVWLQJ� WKDW� WKHUH� LV� D� SRVLWLYH� FRUUHODWLRQ� EHWZHHQ� SROLWLFDO�YLVLELOLW\� DQG� WKH� DPRXQW� RI� HQYLURQPHQWDO� GLVFORVXUH�� /RRNLQJ� DW� WKH� LQGLYLGXDO�
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FKDUDFWHULVWLFV� IRU� SROLWLFDO� YLVLELOLW\�� WKH� VWURQJHVW� UHVXOWV� ZHUH� IRXQG� LQ� WKH� FDVH� RI� WRWDO�DVVHWV� DQG� FDSLWDO� HPSOR\HG�� ZLWK� VWDWLVWLFDOO\� VLJQLILFDQW� UHJUHVVLRQ� FRHIILFLHQWV� IRU� ERWK�FKDUDFWHULVWLFV�IRU�DOO�VHYHQ�\HDUV��,Q�WKH�FDVH�RI�WKH�RWKHU�WZR�FKDUDFWHULVWLFV��WKH�UHVXOWV�ZHUH�OHVV�VLJQLILFDQW�EXW�QRQHWKHOHVV�SURYLGHG�VWDWLVWLFDOO\�VLJQLILFDQW�UHJUHVVLRQ�FRHIILFLHQWV�LQ�VL[�RXW�RI�WKH�VHYHQ�\HDUV��7KHVH�UHVXOWV�FRPSDUH�IDYRXUDEO\�ZLWK�SUHYLRXV�VWXGLHV��QRWDEO\�WKDW�RI�*UD\ HW�DO��������ZKR�UHSRUW� D� VLJQLILFDQW� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ� IRXU� PHDVXUHV� RI� SROLWLFDO� YLVLELOLW\� DQG�HQYLURQPHQWDO� GLVFORVXUH� E\� ODUJH�8.� FRPSDQLHV� LQ� ��� RXW� RI� ��� FDVHV� RYHU� DQ� HLJKW� \HDU�SHULRG� IURP� ����� WR� ������ 7KH� ODWWHUV¶� VWXG\� DOVR� UHSRUWHG� ORZHU�S�YDOXHV� LQ� WKH� FDVH� RI�FDSLWDO�HPSOR\HG�FRPSDUHG�WR�WKDW�RI�HLWKHU�WKH�QXPEHU�RI�HPSOR\HHV�RU�SURILW��+RZHYHU��LQ�FRQWUDVW� WR� WKH� *UD\� HW� DO�� VWXG\�� ZKLFK� UHSRUWHG� D� JUHDWHU� YDULDWLRQ� LQ� WKH� UHODWLRQVKLS�EHWZHHQ�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUH�DQG�SROLWLFDO�YLVLELOLW\�FKDUDFWHULVWLFV�RYHU�WLPH��WKH�UHVXOWV�RI�WKH�SUHVHQW�VWXG\�VHHP�WR�VXJJHVW�WKH�SUHVHQFH�RI�PXFK�PRUH�VWDEOH�UHODWLRQVKLS�ZLWK�WRWDO�DVVHWV�DFKLHYLQJ�WKH�ORZHVW�S�YDOXH�RI�WKH�IRXU�VXUURJDWHG�IRU�SROLWLFDO�YLVLELOLW\�LQ�VL[� RXW� RI� VHYHQ� \HDUV�� 7KH� WZR� YDULDEOHV� ZKLFK� ZHUH� FRQWUROOHG� IRU�� QDPHO\� FRXQWU\� DQG�LQGXVWU\�VHFWRU��DOVR�DSSHDU�WR�EH�VLJQLILFDQWO\�DVVRFLDWHG�ZLWK�WKH�GHSHQGHQW�YDULDEOH��,Q�WKH�FDVH�RI LQGXVWU\�VHFWRU��VLJQLILFDQW�S�YDOXHV�ZHUH�IRXQG�LQ�DOO����FDVHV��PDQ\�RI�WKHVH�KDYLQJ�SUREDELOLW\�YDOXHV�RI�OHVV�WKDQ���������7KH�LQIOXHQFH�RI�FRXQWU\�ZDV�DOVR�VLJQLILFDQW��DW�WKH���SHU� FHQW� OHYHO�� LQ� ��� RXW� RI� ��� FDVHV�� DOWKRXJK� WKH� DVVRFLDWLRQ�ZLWK� WKH GHSHQGHQW� YDULDEOH�DSSHDUV�OHVV�VLJQLILFDQW�IRU�FRXQWU\�WKDQ�IRU�LQGXVWU\�VHFWRU�7KH� DPRXQW� RI� YDULDELOLW\� LQ� GLVFORVXUH� �DV� PHDVXUHG� E\� WKH� FRHIILFLHQW� RI� GHWHUPLQDWLRQ��DGMXVWHG�5�VTXDUHG���ZKHQ�FRQWUROOLQJ�IRU�ERWK�FRXQWU\�DQG�LQGXVWU\�HIIHFWV��YDULHV ERWK�RYHU�WLPH� DQG� DFFRUGLQJ� WR� WKH� FRUSRUDWH� FKDUDFWHULVWLF� IRU� SROLWLFDO� YLVLELOLW\� EHLQJ� XVHG�� )RU�H[DPSOH�� LQ� WKH� FDVH�RI� FDSLWDO� HPSOR\HG�� WKH� DGMXVWHG�5�VTXDUHG�YDULHV� IURP������ WR�������7KH�KLJKHVW�DGMXVWHG�5�VTXDUHG YDOXH�ZDV�������FDSLWDO�HPSOR\HG��������WKH�ORZHVW�ZDV�������HPSOR\HHV� ������� 7KH� DGMXVWHG�5�VTXDUHG� YDOXH� SURYLGHV� DQ� LQGLFDWLRQ� RI� WKH� H[SODQDWRU\�SRZHU�RI� WKH� UHJUHVVLRQ�HTXDWLRQ� �+DLU�HW�DO���������� ,Q�HVVHQFH�� WKH�JUHDWHU� WKH�YDOXH�RI�5�VTXDUHG��WKH�JUHDWHU�WKH�H[SODQDWRU\�SRZHU�RI WKH�PRGHO�DQG��WKXV��WKH�EHWWHU�WKH�SUHGLFWLRQ�RI�WKH�GHSHQGHQW�YDULDEOH��+RZHYHU��WKH�DGMXVWHG�5�VTXDUHG�YDOXHV�VKRZQ�LQ�7DEOH�����LQGLFDWH�WKH�SURSRUWLRQ�RI� WKH�YDULDQFH�RI� WKH�GHSHQGHQW�YDULDEOH�DERXW� WKH�PHDQ�ZKLFK�LV�H[SODLQHG�E\� WKH� PRGHO� DV� D� ZKROH�� :KHQ� ORRNLQJ� DW� WKH� SURSRUWLRQ� RI� WKH� WRWDO� YDULDELOLW\� LQ� WKH�GHSHQGHQW�YDULDEOH�WKDW�LV�DFFRXQWHG�IRU�E\�WKH�YDULDWLRQ�LQ�HDFK�LQGHSHQGHQW�YDULDEOH��NQRZQ�DV�WKH�HVWLPDWH�RI�HIIHFW�VL]H��RU�(WD�VTXDUHG��L�H��WKH�SURSRUWLRQ�RI�WKH�WRWDO�YDULDELOLW\�LQ�WKH�GHSHQGHQW�YDULDEOH�WKDW�LV�DFFRXQWHG�IRU�E\�YDULDWLRQ�LQ�WKH�LQGHSHQGHQW�YDULDEOH���WKH�HIIHFW�RI� LQGXVWU\� VHFWRU� ZDV� FOHDUO\� GRPLQDQW�� )RU� H[DPSOH�� ZKHQ� UXQQLQJ� WKH� UHJUHVVLRQ� XVLQJ�WRWDO�DVVHWV�DV�WKH�LQGHSHQGHQW�YDULDEOH��FRQWUROOLQJ�IRU�ERWK�FRXQWU\ DQG�LQGXVWU\�VHFWRU��WKH�(WD�VTXDUHG�YDOXHV� IRU� LQGXVWU\�VHFWRU�ZHUH�DV� IROORZV�������������������������������������������� ������ ������ ������ ������ ������ ������ �������� ,Q� WKH� FDVH� RI� FRXQWU\� VHFWRU�� WKH�(WD�VTXDUHG�YDOXHV�ZKHQ�UXQQLQJ�WKH�VDPH�UHJUHVVLRQ�ZHUH�PRUH�PRGHVW��������������������������������������������������������������������������������������7KHVH�ILQGLQJV�VXJJHVW�WKDW��LQ�D�(XURSHDQ�FRQWH[W� DW� OHDVW�� LQGXVWU\� VHFWRU�DQG�� WR�D� OHVVHU�H[WHQW�� FRXQWU\�� DUH� VLJQLILFDQW� LQ�WHUPV� RI� H[SODLQLQJ� YDULDWLRQV� LQ� WKH� YROXPH� RI� FRUSRUDWH� HQYLURQPHQWDO� UHSRUWLQJ��&RPSDULQJ� WKH�(WD�VTXDUHG�YDOXHV� IRU� LQGXVWU\� VHFWRU�DV� VKRZQ�DERYH�ZLWK� WKH�DGMXVWHG�5�VTXDUHG�SHUFHQWDJHV� UHSRUWHG� LQ�7DEOH����� IRU� WKH�PRGHO�DV�D�ZKROH��FOHDUO\�LQGLFDWHV� WKDW�D�VLJQLILFDQW�SURSRUWLRQ�RI�WKH�YDULDELOLW\�LQ�GLVFORVXUH�LV�H[SODLQHG�E\�LQGXVWU\�VHFWRU��,Q�RWKHU�
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ZRUGV��WKH�DPRXQW�RI�YDULDELOLW\�WKDW�LV�H[SODLQHG�E\�WKH�VXUURJDWHV�IRU�SROLWLFDO�YLVLELOLW\�DQG�FRXQWU\�DUH�PRGHVW� LQ�FRPSDULVRQ�WR�WKH�DPRXQW�RI�YDULDELOLW\�H[SODLQHG�E\�LQGXVWU\�VHFWRU��7KHVH�ILQGLQJV�PD\�KHOS�WR�H[SODLQ�WKRVH�RI�*UD\�HW�DO���������ZKR�UHSRUW�DYHUDJH�DGMXVWHG�5�VTXDUHG�YDOXHV�RI�RQO\������LQ�WKH�FDVH�RI�VL]H�DQG�SURILW�PHDVXUHV��WKH�DXWKRUV�VXJJHVWLQJ�WKDW�RWKHU�H[SODQDWRU\�IDFWRUV��VXFK�DV�LQGXVWU\�VHFWRU� ZKLFK�ZHUH�QRW�LQFOXGHG�LQ�WKHLU�LQLWLDO�DQDO\VLV��PD\�KDYH�LPSRUWDQW�H[SODQDWRU\�SRZHU��7KH�LQIOXHQFH�RI�LQGXVWU\�VHFWRU�LV�H[SORUHG�LQ�PRUH�GHWDLO�EHORZ�
����� ,QGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\$V� GHVFULEHG� LQ�&KDSWHU� ��� WKH� SROLWLFDO� FRVWV� DUJXPHQW� XQGHU� HFRQRPLF� DJHQF\� WKHRU\� KDV�EHHQ� DXJPHQWHG� E\� IXUWKHU� VWXGLHV� ZKLFK� SRVLW� WKDW� ILUPV� RSHUDWLQJ� LQ� VRFLDOO\� DQG�HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV� DUH� YXOQHUDEOH� WR� UHJXODWLRQ� DQG� SROLWLFDO� LQWHUYHQWLRQ��7KXV��WKH�SROLWLFDO�YLVLELOLW\�RI�DQ�RUJDQL]DWLRQ�LV�VHHQ�DV�EHLQJ�GHWHUPLQHG�QRW�MXVW�E\�LWV�VL]H�EXW�DOVR�E\�WKH�W\SH�RI�LQGXVWU\�LQ�ZKLFK�LW�RSHUDWHV��'UDZLQJ�RQ�WKH�µUHOHYDQW�LQIRUPDWLRQ�WR�VKDUHKROGHUV¶� K\SRWKHVLV�� WKH� PDQDJHPHQW� RI� FRPSDQLHV� RSHUDWLQJ� LQ� LQGXVWULHV� ZKRVH�HFRQRPLF�DFWLYLWLHV�PRGLI\�RU� LPSDFW�RQ�WKH�HQYLURQPHQW�DUH�SRVLWHG�DV�SURYLGLQJ�D�JUHDWHU�YROXPH�RI�HQYLURQPHQW�UHODWHG�GLVFORVXUHV� �&('�� LQ� WKHLU�FRUSRUDWH�UHSRUWV� WKDQ�FRPSDQLHV�LQ� RWKHU� OHVV� HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV�� 7KXV�� XQGHU� K\SRWKHVLV� +��� LW� LV� SRVLWHG�WKHUH�LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\�DQG�WKH�YROXPH�RI�HQYLURQPHQWDO�GLVFORVXUH��L�H��WKH�PRUH�VHQVLWLYH�WKH�LQGXVWU\��WKH�JUHDWHU�WKH�YROXPH�RI�&('��7R�WHVW�K\SRWKHVLV�+���WKH����%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�ZHUH�FDWHJRULVHG�DV�IDOOLQJ�LQWR�RQH� RI� WZR� LQGXVWU\� FODVVLILFDWLRQV� IRU� HQYLURQPHQWDO� VHQVLWLYLW\�� HQYLURQPHQWDOO\�VHQVLWLYH��(6��LQGXVWULHV��DQG�� OHVV�HQYLURQPHQWDOO\�VHQVLWLYH��/(6��LQGXVWULHV��&DWHJRULVDWLRQ�RI�HDFK�FRPSDQ\�ZDV�SHUIRUPHG�DW�LQGXVWU\�OHYHO��ZLWK�HDFK�RI�WKH�HLJKW�LQGXVWU\�VHFWRUV�LQFOXGHG�LQ�WKH� VWXG\� EHLQJ� FODVVLILHG�� EDVHG� RQ� SULRU� DQHFGRWDO� HYLGHQFH�� DV� HLWKHU� (6� RU� /(6� �VHH�&KDSWHU� �� IRU� GHWDLOV��� 2Q� WKLV� EDVLV�� WKH� IRXU� HQYLURQPHQWDOO\�VHQVLWLYH� VHFWRUV� DUH��&KHPLFDOV�� ([WUDFWLYH�� 0HFKDQLFDO� (QJLQHHULQJ� DQG� 0HWDOOXUJ\�� DQG�� (QHUJ\� 8WLOLWLHV�� WKH�IRXU� OHVV� HQYLURQPHQWDOO\�VHQVLWLYH� VHFWRUV� DUH�� %DQNLQJ� DQG� ,QVXUDQFH�� &RQVXPHU� *RRGV��7UDYHO��7RXULVP�DQG�7UDQVSRUW�6HUYLFHV��DQG��5HWDLO�DQG�/HLVXUH��VHH�$SSHQGL[���IRU�GHWDLOV���$V�WKH����VDPSOH�FRPSDQLHV�KDG�EHHQ�VHOHFWHG�VR�DV�WR�SURYLGH�DQ�HTXDO�VDPSOH�RI�FRPSDQLHV�FODVVLILHG�DV�HLWKHU�(6�RU�/(6��WKH�VDPSOH�SRSXODWLRQ�GLYLGHG�HTXDOO\�LQWR�WZR�JURXSV�RI����FRPSDQLHV� �DOWKRXJK� WKH� QXPEHU� RI� FRPSDQLHV� IDOOLQJ� ZLWKLQ� HDFK� RI� WKH� HLJKW� LQGXVWU\�VHFWRUV�YDULHV��VHH�7DEOH������&KDSWHU�����+HQFH��WKH�K\SRWKHVLV�WR�EH�WHVWHG�XQGHU�+��LV�WKDW�WKH����FRPSDQLHV�FODVVLILHG�DV�(6�SURYLGH�D�JUHDWHU�YROXPH�RI�HQYLURQPHQWDO�GLVFORVXUH�WKDQ�WKH����FRPSDQLHV�FODVVLILHG�DV�/(6�LQ�HDFK�RI�WKH�\HDUV������WR������7R�WHVW�WKH�K\SRWKHVLV�WKDW�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\�LV�SRVLWLYHO\�DVVRFLDWHG�ZLWK�WKH�YROXPH�RI�HQYLURQPHQWDO�GLVFORVXUH��WKH�GLVFORVXUH�YDULDEOH��³7RWDO�&('´��ZDV�UHJUHVVHG�RQ�WKH� YDULDEOH� ZKLFK� GLVWLQJXLVKHV� FRPSDQLHV� DV� EHWZHHQ� WKRVH� ZKLFK� RSHUDWH� LQ�HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV� DQG� WKRVH� ZKLFK� RSHUDWH� LQ� OHVV� HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV�� 7KH� UHVXOWV� DUH� VXPPDULVHG� LQ� 7DEOH� ������� 7KH� UHJUHVVLRQ� UHVXOWV�UHSRUWHG� LQ� 7DEOH� ���� ZHUH� SHUIRUPHG� E\� UXQQLQJ� D� PXOWLYDULDWH� DQDO\VLV� RI� YDULDQFH��0$129$��WHVW�IRU�WKH�IXOO�VDPSOH�RI����%HQHOX[�DQG�*HUPDQ�ILUPV�IRU�HDFK�RI�WKH�VHYHQ�\HDUV� RI� WKH� VWXG\�� FRQWUROOLQJ� IRU� ERWK� FRXQWU\� DQG� VL]H�� &RPSOHWH� QHVWLQJ� RI� FRPSDQLHV�ZLWKLQ� WKH� WZR� FDWHJRULHV� RI� LQGXVWU\� HQYLURQPHQWDO� VHQVLWLYLW\�ZDV� DFKLHYHG� E\� UXQQLQJ D�EHVSRNH� 0$129$� FRPPDQG� V\QWD[� �1RUXVLV� DQG� 6366�� ��������� )RU� WKHVH� SXUSRVHV�� D�



$VVRFLDWLRQV�EHWZHHQ�GLYHUVH�YDULDEOHV�DQG�&('

���

VLPSOH� QRPLQDO� VFDOH� ZDV� HPSOR\HG� WR� GLVWLQJXLVK� EHWZHHQ� WKH� %HQHOX[� DQG� *HUPDQ�FRPSDQLHV��7RWDO�DVVHWV�DQG�FDSLWDO�HPSOR\HG�ZHUH�XVHG�DV�DOWHUQDWLYH�SUR[LHV�IRU�VL]H�
7DEOH ���$VVRFLDWLRQ�EHWZHHQ�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\�DQG�WRWDO�&('��E\�\HDU���� ���� ���� ���� ���� ���� ����
,QGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\�5HJUHVVLRQ�FRHIILFLHQW � � � � � � �S�YDOXH ����� ����� ����� ����� ����� ����� �����6L]H�� WRWDO�DVVHWV�S�YDOXH ������� ������� ������� ����� ����� ����� �������&RXQWU\�S�YDOXH ����� ������� ����� ����� ����� ����� �����5HJUHVVLRQ�FRHIILFLHQW � � � � � � �S�YDOXH ����� ����� ����� ����� ����� ����� �����6L]H�� FDSLWDO�HPSOR\HG�S�YDOXH ������� ������� ������� ����� ����� ������� �������
&RXQWU\�S�YDOXH ������� ������� ����� ����� ����� ����� �����

1RWHV� 7KLV�WDEOH�VKRZV�WKH�S�YDOXH�IRU�WKH�UHJUHVVLRQ�FRHIILFLHQW�RI�HQYLURQPHQWDO�GLVFORVXUH��³7RWDO�&('´��RQ�LQGXVWU\� HQYLURQPHQWDO� VHQVLWLYLW\� UXQ� DJDLQVW� DOO� FRPSDQLHV� LQ� HDFK� \HDU� XVLQJ� PXOWLYDULDWH� DQDO\VLV� RI�YDULDQFHV� �0$129$��� FRQWUROOLQJ� IRU� ERWK� VL]H� DQG� FRXQWU\�� 7KH� WZR� VHSDUDWH� UHJUHVVLRQV� VKRZQ� ZHUH�SHUIRUPHG�XVLQJ�DOWHUQDWLYH�SUR[LHV�IRU�VL]H��L�H���L��WRWDO�DVVHWV�DQG��LL��FDSLWDO�HPSOR\HG��$OO�S�YDOXHV�DUH�RQH�WDLOHG�SUREDELOLWLHV��$OO�WHVWV�ZHUH�UXQ�DJDLQVW�WUDQVIRUPHG�YDOXHV��6LJQLILFDQW��DW�����S�YDOXHV�DUH�KLJKOLJKWHG�LQ�EROG�� 5HJUHVVLRQ� FRHIILFLHQWV� ������ LQGLFDWH� WKH� GLUHFWLRQ� RI� WKH� UHODWLRQVKLS�� ZKHUH� �� LQGLFDWHV� D� SRVLWLYH�DVVRFLDWLRQ�7KH� UHVXOWV� VKRZQ� LQ� 7DEOH� ���� SURYLGH� VXSSRUW� IRU� WKH� K\SRWKHVLV� �+��� WKDW� FRPSDQLHV�RSHUDWLQJ� LQ� HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV� GLVFORVH� PRUH� HQYLURQPHQWDO� LQIRUPDWLRQ�WKDQ� FRPSDQLHV� RSHUDWLQJ� LQ� OHVV� HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV�� VLJQLILFDQW� S�YDOXHV�EHLQJ�UHSRUWHG�IRU�DOO�VHYHQ�\HDUV��,Q�RWKHU�ZRUGV��WKH�H[WHQW�WR�ZKLFK�D�FRPSDQ\¶V�RSHUDWLRQV�DQG�SURGXFWV�LPSDFW�RQ�WKH�QDWXUDO�HQYLURQPHQW�DSSHDUV�WR�EH�SRVLWLYHO\�DVVRFLDWHG�ZLWK�WKH�DPRXQW� RI� HQYLURQPHQWDO� GLVFORVXUH� DSSHDULQJ� LQ� WKH� FRUSRUDWH� DQQXDO�� VRFLDO� DQG�HQYLURQPHQW�UHSRUWV�RI�ODUJH�(XURSHDQ�FRPSDQLHV����7KHVH�UHVXOWV�DOVR�LQGLFDWH�WKDW�ERWK�VL]H�DQG� FRXQWU\� DUH� VWDWLVWLFDOO\� VLJQLILFDQW� LQ� WHUPV� RI� H[SODLQLQJ� WKH� DPRXQW� RI� YDULDELOLW\� LQ�GLVFORVXUH����7KH�UHVXOWV� LQ� UHODWLRQ� WR�VL]H�DUH�FRQVLVWHQW�ZLWK� WKH�UHVXOWV�SURYLGHG� LQ�7DEOH�����DERYH��ZKHUH�YDULRXV�SUR[LHV�IRU�VL]H�ZHUH�XVHG�WR�WHVW�WKH�SROLWLFDO�YLVLELOLW\�DUJXPHQW��,Q�UHODWLRQ� WR� FRXQWU\�� WKH� UHVXOWV� VKRZQ� LQ� 7DEOH� ���� VXJJHVW� WKDW� WKH� UHSRUWLQJ� EHKDYLRXU� RI�*HUPDQ� DQG� %HQHOX[� FRPSDQLHV� ZDV� QRW� KRPRJHQHRXV�� 5DWKHU�� WKH� KRPH� FRXQWU\� RI� WKH�UHSRUWLQJ� FRPSDQ\�ZDV� DOVR� D� VLJQLILFDQW� IDFWRU� LQ� H[SODLQLQJ� YDULDELOLW\� LQ� WKH� YROXPH� RI�HQYLURQPHQWDO�GLVFORVXUH�LQ�HDFK�RI�WKH�VHYHQ�\HDUV�
����� &RQWUDFWLQJ�DQG�PRQLWRULQJ�FRVWV��NH\�PDUNHW�YDULDEOHV�,Q�&KDSWHU���� UHIHUHQFH�ZDV�PDGH� WR� WKH�FRQWUDFWLQJ�DQG�PRQLWRULQJ�FRVWV�K\SRWKHVLV�XQGHU�HFRQRPLF�DJHQF\�WKHRU\�ZKLFK�FDQ�EH�H[SUHVVHG�LQ�WHUPV�RI�WKH�DVVRFLDWLRQ�EHWZHHQ�FHUWDLQ�NH\�PDUNHW� YDULDEOHV� DQG� HQYLURQPHQWDO� GLVFORVXUH�� ,Q� WKH� FRQWH[W�RI� WKH�SUHVHQW� VWXG\�� WKH�EDVLF�K\SRWKHVLV�LV�WKDW�WKHUH�LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�WKHVH�NH\�PDUNHW�YDULDEOHV�DQG�WKH� YROXPH� RI� HQYLURQPHQWDO� GLVFORVXUH� �+���� 7ZR� SUR[LHV� ZHUH� FKRVHQ� IRU� WHVWLQJ� WKH�
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FRQWUDFWLQJ�DQG�PRQLWRULQJ�FRVWV�DUJXPHQW��YL]����L��ILQDQFLDO OHYHUDJH��DV�UHSUHVHQWHG�E\�WKH�UDWLRV� ORQJ� WHUP� GHEW� WR� HTXLW\� FDSLWDO� DQG� ORQJ� WHUP�GHEW� WR� WRWDO� DVVHWV�� DQG� �LL��GLYLGHQG�FRYHU�� DV� UHSUHVHQWHG� E\� WKH� UDWLR� RI� GLYLGHQGV� WR� XQUHVWULFWHG� UHWDLQHG� HDUQLQJV�� 7R� WHVW�K\SRWKHVLV�+��� WKH� GLVFORVXUH� YDULDEOH� �³7RWDO�&('´��ZDV� UHJUHVVHG� RQ� HDFK� RI� WKHVH� WKUHH�NH\�PDUNHW�YDULDEOHV�IRU�WKH�IXOO�VDPSOH�RI����ILUPV�IRU�HDFK�RI�WKH�VHYHQ�\HDUV�RI�WKH�VWXG\��7KLV� UHJUHVVLRQ� ZDV� SHUIRUPHG� E\� UXQQLQJ� D� 81,$129$� WHVW�� FRQWUROOLQJ� IRU� VL]H� �WRWDO�DVVHWV���FRXQWU\�DQG�LQGXVWU\�VHFWRU����7KH�UHVXOWV�RI�HDFK�VHW�RI�UHJUHVVLRQV�LV�VXPPDULVHG�LQ�7DEOH�����EHORZ��
7DEOH����&RHIILFLHQWV�RI�FRUUHODWLRQ�EHWZHHQ�µNH\�PDUNHW¶�YDULDEOHV�DQG�YROXPH�RI�HQYLURQPHQWDO�GLVFORVXUH.H\�PDUNHW�YDULDEOH��[�YDULDEOH� ���� ���� ���� ���� ���� ���� ����
)LQDQFLDO�OHYHUDJH�/7'�WR�7RWDO�$VVHWV�UDWLR5HJUHVVLRQ�FRHIILFLHQW � � � ± ± � ±S�YDOXH ����� ����� ����� 1�V Q�V ����� Q�V,QGXVWU\�S�YDOXH ����� ����� ����� ����� ����� ����� �����&RXQWU\�S�YDOXH ����� ����� ����� ����� ����� ����� �����6L]H��WRWDO�DVVHWV��S�YDOXH ����� ����� ����� ����� ����� ����� �����$GMXVWHG�5�VTXDUHG ����� ����� ����� ����� ����� ����� �����/7'�WR�(TXLW\�UDWLR5HJUHVVLRQ�FRHIILFLHQW � � � ± ± � ±S�YDOXH ����� ����� ����� Q�V Q�V ����� Q�V,QGXVWU\�S�YDOXH ����� ����� ����� ����� ����� ����� �����&RXQWU\�S�YDOXH ����� ����� ����� ����� ����� ����� �����6L]H��WRWDO�DVVHWV��S�YDOXH ����� ����� ����� ����� ����� ����� �����$GMXVWHG�5�VTXDUHG ����� ����� ����� ����� ����� ����� �����'LYLGHQG�FRYHU�'LYLGHQGV�WR�5HWDLQHG�(DUQLQJV�UDWLR5HJUHVVLRQ�FRHIILFLHQW������ � � � � � ± ±S�YDOXH ����� ����� ����� ����� ����� Q�V Q�V,QGXVWU\�S�YDOXH ����� ����� ����� ����� ����� ����� �����&RXQWU\�S�YDOXH ����� ����� ����� ����� ����� ����� �����6L]H��WRWDO�DVVHWV��S�YDOXH ����� ����� ����� ����� ����� ����� �����$GMXVWHG�5�VTXDUHG ����� ����� ����� ����� ����� ����� �����

1RWHV��7KLV� WDEOH VKRZV� WKH�S�YDOXHV� IRU� WKH� UHJUHVVLRQ�FRHIILFLHQW�RI�HQYLURQPHQWDO�GLVFORVXUH��³7RWDO�&('´��RQ� HDFK� NH\�PDUNHW� YDULDEOH� UXQ� DJDLQVW� DOO� FRPSDQLHV� LQ� HDFK� \HDU�XVLQJ�81,$129$��FRQWUROOLQJ� IRU� VL]H��WRWDO�DVVHWV���LQGXVWU\�VHFWRU�DQG�FRXQWU\��$OO�S�YDOXHV�DUH�RQH�WDLOHG�SUREDELOLWLHV��5HJUHVVLRQ�FRHIILFLHQWV�������LQGLFDWH�WKH�GLUHFWLRQ�RI� WKH�UHODWLRQVKLS��ZKHUH���LQGLFDWHV�D�SRVLWLYH�DVVRFLDWLRQ�DQG�± D�QHJDWLYH�DVVRFLDWLRQ��$OO� WHVWV�ZHUH�UXQ�DJDLQVW� WUDQVIRUPHG�YDOXHV��µ/7'¶�GHQRWHV�/RQJ�7HUP�'HEW��µQ�V¶ GHQRWHV�QRW�VLJQLILFDQW�DV�WKH�GLUHFWLRQ�RI�DVVRFLDWLRQ�ZDV�QRW�DV�SUHGLFWHG��6LJQLILFDQW��DW�����S�YDOXHV�DUH�VKRZQ�LQ�EROG�%DVHG� RQ� WKHVH� UHVXOWV�� WKH� QXOO� K\SRWKHVLV� XQGHU� +� FDQQRW� EH� UHMHFWHG�� 7KH� GLUHFWLRQ� RI�DVVRFLDWLRQ� ZDV� DV� SUHGLFWHG� IRU� RQO\� ��� RXW� RI� WKH� ��� UHJUHVVLRQV� DQG� QRQH� SURYLGHG� D�VLJQLILFDQW� UHJUHVVLRQ� FRHIILFLHQW�� 0RUHRYHU�� IRU� WKH� RWKHU� �� UHJUHVVLRQV� WKH� GLUHFWLRQ� RI�



$VVRFLDWLRQV�EHWZHHQ�GLYHUVH�YDULDEOHV�DQG�&('

���

DVVRFLDWLRQ�ZDV�RSSRVLWH�WR�WKDW�SUHGLFWHG��,Q�RWKHU�ZRUGV��WKH�DVVRFLDWLRQ�EHWZHHQ�YDULDELOLW\�LQ�HQYLURQPHQWDO�GLVFORVXUH�ZDV�QHJDWLYHO\ DVVRFLDWHG�ZLWK�WKH�NH\�PDUNHW�YDULDEOHV�LQ�WKHVH��� FDVHV�� +RZHYHU�� ORRNLQJ� DW� WKH� S�YDOXHV� IRU� ERWK� WKH� FRQWUROOHG� YDULDEOHV�� L�H�� LQGXVWU\�VHFWRU��FRXQWU\�DQG�VL]H��WKHVH�UHVXOWV�DUH�FRQVLVWHQW�ZLWK�WKRVH�XQGHU�+� DQG�+� DV�GHVFULEHG�SUHYLRXVO\��QDPHO\�WKDW�WKH�DPRXQW�RI�YDULDELOLW\�LQ�HQYLURQPHQWDO�GLVFORVXUH�GRHV�VHHP�WR�EH�KLJKO\� LQIOXHQFHG�E\� WKHVH� WKUHH�YDULDEOHV�ZLWK� WKRVH�IRU� LQGXVWU\�VHFWRU� UHSUHVHQWLQJ�E\�IDU�WKH�ODUJHVW�SURSRUWLRQ�RI� WKH�DGMXVWHG�5�VTXDUHG�YDOXHV�VKRZQ�LQ�7DEOH������7KH�RWKHU�SRLQW�ZRUWK�QRWLQJ�KHUH� LV� WKDW� WKH�DGMXVWHG�5�VTXDUHG�YDOXHV�VKRZQ�LQ�7DEOH�����DUH�RI� WKH�VDPH�PDJQLWXGH� LQ� HDFK�\HDU�� LUUHVSHFWLYH�RI�ZKLFK�NH\�PDUNHW�YDULDEOH� LV�XVHG�DV� WKH�FRYDULDWH��7KLV�VXJJHVWV�WKDW�YDULDWLRQV�LQ�HQYLURQPHQWDO�GLVFORVXUH�IURP�FRPSDQ\�WR�FRPSDQ\�DUH�QRW�DVVRFLDWHG�ZLWK�YDULDWLRQV� LQ� WKH�NH\�PDUNHW� YDULDEOHV��7KLV� LV�HYLGHQFHG�E\� WKH� VL]H�RI� WKH�(WD�VTXDUHG�YDOXHV� IRU� WKH�PDUNHW� YDULDEOH�� DOO�RI�ZKLFK�ZHUH�YHU\� VPDOO� �OHVV� WKDQ������ LQ�PRVW�FDVHV���LQGLFDWLQJ�WKH\ RIIHU�OLWWOH�H[SODQDWRU\�SRZHU�$�IXUWKHU�VHW�RI�81,$129$�WHVWV�ZDV�DOVR�UXQ�E\�UHJUHVVLQJ�WKH�GLVFORVXUH�YDULDEOH��³7RWDO�&('´��RQ�WKH�WKUHH�NH\�PDUNHW�YDULDEOHV�VLPXOWDQHRXVO\�IRU�WKH�IXOO�VDPSOH�RI����ILUPV�IRU�DOO�VHYHQ�\HDUV��DJDLQ�FRQWUROOLQJ�IRU�VL]H��WRWDO�DVVHWV���FRXQWU\�DQG�LQGXVWU\�VHFWRU��7KH�UHVXOWV�ZHUH�YHU\�VLPLODU�WR�WKRVH�SUHVHQWHG�LQ�7DEOH�����
����� 3ROLWLFDO�YLVLELOLW\��LQGXVWU\�VHFWRU�DQG�FRXQWU\7KH� HPSLULFDO� HYLGHQFH� SURYLGHG� LQ� 7DEOHV� ���� WR� ���� DERYH� VXJJHVWV� WKDW� WKH� SROLWLFDO�YLVLELOLW\��LQGXVWU\�VHFWRU�DQG�FRXQWU\�FKDUDFWHULVWLFV�PD\�KDYH�FRQVLGHUDEOH�YDOXH�LQ�WHUPV�RI�H[SODLQLQJ� WKH� YDULDELOLW\� LQ� HQYLURQPHQWDO� GLVFORVXUH� DPRQJVW� ODUJH� (XURSHDQ� FRPSDQLHV��ZKLOVW�RWKHU�FKDUDFWHULVWLFV�DVVRFLDWHG�ZLWK�FRQWUDFWLQJ�DQG�PRQLWRULQJ�FRVWV�GR�QRW��7R�DVVHVV�WKH�FRPELQHG�H[SODQDWRU\�SRZHU�RI�SROLWLFDO�YLVLELOLW\��LQGXVWU\�VHFWRU�DQG�FRXQWU\��D�IXUWKHU�VHULHV�RI�VWDWLVWLFDO� WHVWV�ZDV�SHUIRUPHG�E\�UHJUHVVLQJ�WKH�GLVFORVXUH�YDULDEOH��³7RWDO�&('´��RQ�HDFK�RI� WKH� IRXU�FKDUDFWHULVWLFV� IRU�SROLWLFDO�YLVLELOLW\� IRU� WKH� IXOO� VDPSOH�RI����ILUPV�IRU�HDFK� RI� WKH� VHYHQ� \HDUV� RI� WKH� VWXG\�� FRQWUROOLQJ� IRU� ERWK� FRXQWU\� DQG� LQGXVWU\� VHFWRU��7KH�UHVXOWV�RI�HDFK�VHW�RI�UHJUHVVLRQV�DUH�VXPPDULVHG�LQ�7DEOH��������$V� LQGLFDWHG� SUHYLRXVO\� LQ� UHODWLRQ� WR� 7DEOH� ���� DERYH�� WKH� FRUUHODWLRQ� EHWZHHQ� WKH� IRXU�FKDUDFWHULVWLFV� IRU� SROLWLFDO� YLVLELOLW\� LV� KLJKO\� SRVLWLYH�� 7KH� H[WHQW� WR� ZKLFK�� LQGLYLGXDOO\� DQG�FROOHFWLYHO\��WKHVH�IRXU�YDULDEOHV�µFDSWXUH¶�WKH�SROLWLFDO�YLVLELOLW\�FKDUDFWHULVWLF�RI�FRUSRUDWLRQV�LV�GLIILFXOW� WR� DVVHVV� LQ� WKH� DEVHQFH� RI�PRUH� GHWDLOHG� HPSLULFDO� LQYHVWLJDWLRQV��+RZHYHU�� LW� VHHPV�UHDVRQDEOH�WR�DUJXH�WKDW�WKH�SROLWLFDO�YLVLELOLW\�RI�D�FRUSRUDWLRQ�LV�D�IXQFWLRQ�RI�VHYHUDO�GLIIHUHQW�FRUSRUDWH�FKDUDFWHULVWLFV��WKH�UHODWLYH�LPSRUWDQFH�RI�HDFK�YDU\LQJ�XQGHUWKH�UHODWLYH�LQIOXHQFH�RI�DQ�DUUD\�RI�GLIIHUHQW�LQWHUQDO�DQG�H[WHUQDO�HYHQWV��)URP�WKLV�SHUVSHFWLYH��SROLWLFDO�YLVLELOLW\�PD\�EH�FRQVWUXHG�DV�D�FRPSOH[��PXOWLIDFHWHG�SKHQRPHQRQ��GHSHQGHQW�XSRQ�D�YDULHW\�RI�IDFWRUV��VXFK�DV�VL]H� DQG� SURILWDELOLW\�� ([DPLQLQJ� WKH� FRUUHODWLRQ� FRHIILFLHQWV� RI� HDFK� RI� WKH� IRXU� SUR[LHV� IRU�SROLWLFDO�YLVLELOLW\� �L�H�� WRWDO�DVVHWV��FDSLWDO�HPSOR\HG��SURILWV� �3%,7��DQG�QXPEHU�RI�HPSOR\HHV��ZKHQ�UXQ�LQ�WKH�VDPH�UHJUHVVLRQ�SURYLGHV�DQ�LQGLFDWLRQ�RI�WKH�VSHFLILF�H[SODQDWRU\�SRZHU�RI�HDFK��LQ�WKH�VHQVH�WKDW�WKH�UHVXOWLQJ�(WD�VTXDUHG�YDOXH�LQGLFDWHV�WKH�SURSRUWLRQ�RI�WKH�WRWDO�YDULDELOLW\�LQ�WKH�GHSHQGHQW�YDULDEOH� WKDW� LV� DFFRXQWHG� IRU�E\� WKH�YDULDWLRQ� LQ� HDFK�SUR[\�� UHVSHFWLYHO\��RWKHU�SUR[LHV� IRU� SROLWLFDO� YLVLELOLW\� EHLQJ� KHOG� FRQVWDQW VWDWLVWLFDOO\��� 7KH� PRGHOOHG� UHODWLRQVKLS�EHWZHHQ�YDULDWLRQV�LQ�HQYLURQPHQWDO�GLVFORVXUH�DQG�WKHVH�YDULRXV�FRUSRUDWH�FKDUDFWHULVWLFV��ZKHQ�FRQWUROOLQJ�IRU� LQGXVWU\�DQG�FRXQWU\�� LV�VKRZQ�WR�EH�VWDWLVWLFDOO\�VLJQLILFDQW�LQ�DOO�\HDUV��ZLWK�S�YDOXHV� LQ� DOO� EXW�RQH�\HDU�EHLQJ����������7KH�DPRXQW�RI�YDULDELOLW\� LQ�GLVFORVXUH�H[SODLQHG�E\�
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WKHVH�FKDUDFWHULVWLFV� LV�DOVR� ODUJH��ZLWK�DGMXVWHG�5�VTXDUHG�YDOXHV�UDQJLQJ�IURP������ LQ������WR������LQ�������
7DEOH����$VVRFLDWLRQ�EHWZHHQ�SROLWLFDO�YLVLELOLW\�DQG�WRWDO�&('� E\�\HDU���� ���� ���� ���� ���� ���� ����
0RGHO�YDOXHV�S�YDOXH ������� ������� ������� ������� ������� ������� �����$GMXVWHG�5�6TXDUHG ����� ����� ����� ����� ����� ����� �����&R�YDULDWHV�7RWDO�$VVHWV�S�YDOXH ����� ����� ����� ����� ����� ����� �����5HJUHVVLRQ�FRHIILFLHQW � � � � � � �(WD�VTXDUHG ����� ���� ����� ����� ���� ���� �����&DS��(PSOR\HG�S�YDOXH ����� ����� ����� ����� ����� ����� �����5HJUHVVLRQ�FRHIILFLHQW � � � � ± � �(WD�VTXDUHG ����� ����� ����� ����� ����� ����� �����3URILWV��3%,7��S�YDOXH ����� ����� ����� ����� ����� ����� �����5HJUHVVLRQ�FRHIILFLHQW ± ± � � � ± ±(WD�VTXDUHG ����� ����� ����� ����� ����� ����� �����(PSOR\HHV�S�YDOXH ����� ����� ����� ����� ����� ����� �����5HJUHVVLRQ�FRHIILFLHQW ± ± ± ± ± ± �(WD�VTXDUHG ����� ����� ����� ����� ����� ����� �����)L[HG�IDFWRUV�,QGXVWU\�S�YDOXH ������� ������� ������� ������� ������� ������� �����(WD�VTXDUHG ����� ����� ����� ����� ����� ����� �����&RXQWU\�S�YDOXH ����� ����� ����� ����� ����� ����� �����(WD�VTXDUHG ����� ����� ����� ����� ����� ������ �����1RWHV�� 7KLV� WDEOH� VKRZV� WKH�S�YDOXHV� IRU� WKH� UHJUHVVLRQ� FRHIILFLHQW� RI� HQYLURQPHQWDO� GLVFORVXUH� IRU� WKH�PRGHO�DQG� IRU� HDFK� FRUSRUDWH� FKDUDFWHULVWLF� RI� SROLWLFDO� YLVLELOLW\� UXQ� DJDLQVW� DOO� FRPSDQLHV� LQ� HDFK� \HDU�XVLQJ�XQLYDULDWH� DQDO\VLV� RI� YDULDQFHV� �81,$129$���FRQWUROOLQJ� IRU� ERWK� LQGXVWU\� VHFWRU� DQG� FRXQWU\��$OO�S�YDOXHV�DUH�RQH�WDLOHG�SUREDELOLWLHV��6LJQLILFDQW��DW�����S�YDOXHV�DUH�VKRZQ�LQ�EROG��:KHUH��5HJUHVVLRQ�FRHIILFLHQWV�������LQGLFDWH�WKH�GLUHFWLRQ�RI�WKH�UHODWLRQVKLS��D�³�´�LQGLFDWLQJ�D�SRVLWLYH�DVVRFLDWLRQ��(WD�VTXDUHG�YDOXHV�LQGLFDWH�WKH�SURSRUWLRQ�RI�WKH�WRWDO�YDULDELOLW\�LQ�WKH�GHSHQGHQW�YDULDEOH�WKDW�LV�DFFRXQWHG�IRU�E\�YDULDWLRQ�LQ�WKH�LQGHSHQGHQW�YDULDEOH��UHVSHFWLYHO\�,Q� WHUPV� RI� WKH� UHODWLYH� LPSRUWDQFH� RI� WKH� LQGLYLGXDO� FRPSDQ\� FKDUDFWHULVWLFV� LQFOXGHG�LQ� WKH�PRGHOOHG� UHODWLRQVKLS�� LW� LV� HYLGHQW� IURP�7DEOH� ���� WKDW� LQGXVWU\� VHFWRU� DQG�� WR� D� OHVVHU� H[WHQW��FRXQWU\�DUH�PRUH�VLJQLILFDQW�WKDQ�WKH�SUR[LHV�IRU�SROLWLFDO�YLVLELOLW\��,QGXVWU\�VHFWRU��IRU�H[DPSOH��KDV�WKH�KLJKHVW��RU�HTXDO�KLJKHVW��S�YDOXH�LQ�DOO VHYHQ�\HDUV��KDYLQJ�D�YDOXH�RI���������LQ�DOO�EXW�������7KH�SURSRUWLRQ�RI�WKH�WRWDO�YDULDELOLW\�LQ�HQYLURQPHQWDO�GLVFORVXUH�WKDW�LV�DFFRXQWHG�IRU�E\�LQGXVWU\�VHFWRU�YDULDWLRQ��L�H��WKH�(WD�VTXDUHG�YDOXH��LV�DOVR�TXLWH�KLJK�UDQJLQJ�IURP������WR�������+RZHYHU�� WKH� GLUHFWLRQ� RI� DVVRFLDWLRQ� IRU� WKH� YDULRXV� SUR[LHV� IRU� SROLWLFDO� YLVLELOLW\� LV� QRW� DV�SUHYLRXVO\�SUHGLFWHG�QRU�LV�LW�WKH�VDPH�DV�ZKHQ�WKHVH�SUR[LHV�ZHUH�ORRNHG�DW�LQ�LVRODWLRQ��7DEOH�������7KLV�LV�SDUWLFXODUO\�QRWLFHDEOH�LQ�WKH�FDVH�RI�WKH�QXPEHU�RI�HPSOR\HHV�ZKLFK�LV�QHJDWLYHO\�DVVRFLDWHG�ZLWK�YDULDWLRQV�LQ�&('�IRU�DOO�\HDUV�RWKHU�WKDQ�������7KHVH�UHVXOWV�KLJKOLJKW�WKH�IDFW�WKDW� GLIIHUHQW� DSSURDFKHV� FDQ� EH� WDNHQ� WR� H[SORULQJ� SXWDWLYH� UHODWLRQVKLSV��2QH� DSSURDFK� LV� WR�
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H[SORUH� UHODWLRQVKLSV� EHWZHHQ� LQGHSHQGHQW� DQG� GHSHQGHQW� YDULDEOHV� LQ� LVRODWLRQ� �DV� VKRZQ� LQ�7DEOHV� ���� WR� ������ $QRWKHU� DSSURDFK� LV� WR� FRQVLGHU� WKHVH� YDULDEOHV� VLPXOWDQHRXVO\� LQ� D�PRUH�VRSKLVWLFDWHG�PRGHO�RI�WKH�UHODWLRQVKLS�EHLQJ�H[SORUHG��:KLOVW�QHLWKHU�DSSURDFK�LV�PRUH�³FRUUHFW´�WKDQ� WKH� RWKHU�� WKH� XVH� RI� PRUH� WKDQ� RQH� DSSURDFK� KLJKOLJKWV� GLIIHUHQW� DVSHFWV� RI� WKH� VDPH�SKHQRPHQRQ�� HDFK� SURYLGLQJ� DQ� DOWHUQDWLYH� LQVLJKW� LQWR� LQWHUUHODWHGQHVV� RI� WKH� YDULDEOHV� LQ�TXHVWLRQ����$OWKRXJK�IXUWKHU�H[SORUDWLRQ�RI�WKHVH�LVVXHV�LV�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\��WKH�UHVXOWV�SUHVHQWHG�LQ�7DEOH�����VXJJHVW�WKDW�IXWXUH�UHVHDUFK�LQ�WKLV�DUHD�VKRXOG�VHHN�WR�SURYLGH�D�PRUH�GHWDLOHG�XQGHUVWDQGLQJ�RI�WKH�UHODWLYH�LQIOXHQFH�RI�WKH�YDULRXV�SUR[LHV�IRU�SROLWLFDO�YLVLELOLW\��ERWK� LQGLYLGXDOO\�DQG�FROOHFWLYHO\��SDUWLFXODUO\�LQ�WHUPV�RI�WKHLU� LQWHUDFWLRQ�ZLWK�HDFK�RWKHU��L�H��PXOWLFROLQHDOLW\��LQ�PRUH�FRPSOH[�PRGHOV�
��� 0DQDJHULDO�6WDNHKROGHU�7KHRU\��067�7KH� PDQDJHULDO� PRGHO� RI� VWDNHKROGHU� WKHRU\� DUJXHV� WKDW� PDQDJHPHQW� VHHNV� WR� PDQDJH�FRQIOLFWLQJ� UHODWLRQVKLSV ZLWK� LWV� YDULRXV� VWDNHKROGHU� JURXSV� XVLQJ� D� YDULHW\� RI� VWUDWHJLF�GHYLFHV�DQG� WDFWLFV��RQH�RI�ZKLFK�LV� WKH�XVH�RI�LQIRUPDWLRQ WR� LQIOXHQFH�WKH�SHUFHSWLRQV�DQG�LPSUHVVLRQV� RI� VWDNHKROGHU� JURXSV� ZKLOVW� PDLQWDLQLQJ� FRXUVH� LQ� WHUPV� RI� WKH� ORQJ�WHUP�VWUDWHJLF�JRDOV�RI� WKH�EXVLQHVV��6RFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUH� LV�SRVLWHG�DV�EHLQJ�RQH�VXFK� WDFWLF�� +RZHYHU�� WR� GDWH�� WKHUH� KDV� EHHQ� YHU\� OLWWOH� HPSLULFDO� RU� ILHOG� UHVHDUFK� ZKLFK�H[SORUHV� WKH� PDQDJHULDO� PRGHO� RI� VWDNHKROGHU� WKHRU\� LQ� UHODWLRQ� WR� YDULDWLRQV� LQ�HQYLURQPHQWDO� GLVFORVXUH� DFURVV� FRPSDQLHV�� 7KLV� UHIOHFWV� WKH� IDFW� WKDW� WKLV� PRGHO� LV� VWLOO�UHODWLYHO\�XQGHU�GHYHORSHG�ZLWKLQ�WKH�FRUSRUDWH�VRFLDO�DQG�HQYLURQPHQWDO�UHSRUWLQJ�OLWHUDWXUH��,Q�VHHNLQJ�WR�DGG�QHZ�NQRZOHGJH�WR�WKLV�DUHD��WKH�K\SRWKHVHV�WHVWV�DQG�UHVXOWV�ZKLFK�IROORZ�VKRXOG�EH�VHHQ�DV�DQ�DWWHPSW�WR�H[SORUH�WKH�SRWHQWLDO�GHVFULSWLYH�YDOXH�RI�VWDNHKROGHU�WKHRU\�LQ� WKH� FRQWH[W� RI� &('�� 7KH� DSSURDFK� WDNHQ� FRPELQHV� HPSLULFDO� DQG� ILHOG� UHVHDUFK� �L�� WR�H[DPLQH� WKH�SHUFHSWLRQV�RI�PDQDJHPHQW� LQ� UHODWLRQ� WR� WKHLU�VWDNHKROGHUV�DQG��LL�� WR�H[SORUH�SRVVLEOH� DVVRFLDWLRQV�EHWZHHQ� WKHVH�SHUFHSWLRQV� DQG�YDULDWLRQV� LQ�HQYLURQPHQWDO�GLVFORVXUH��7KH� JHQHUDO� OLQH� RI� DUJXPHQW� HPSOR\HG� KHUH� LV� WKDW� PDQDJHULDO� EHKDYLRXU� WRZDUGV�VWDNHKROGHU� JURXSV� LQ� WKLV� FRQWH[W� LV� LQIOXHQFHG� E\� WKH� GHJUHH� WR� ZKLFK� WKHVH� JURXSV� DUH�SHUFHLYHG�E\�PDQDJHPHQW�WR�EH�LPSRUWDQW�LQ�UHODWLRQ�WR�WKH�EXVLQHVV�DV�D�ZKROH��)LHOG�GDWD�RQ�VWDNHKROGHU� LPSRUWDQFH� ZDV� REWDLQHG� E\� PHDQV� RI� D� PDLO� TXHVWLRQQDLUH� WR� FRPSDQLHV�� ,Q�DGGLWLRQ��VWDNHKROGHU� LPSRUWDQFH�LV�DVVXPHG�WR�EH�ERWK�D�IXQFWLRQ�RI�PDQDJHPHQW¶V�DWWLWXGH�WR�LQGLYLGXDO�VWDNHKROGHU�JURXSV�DQG�WR�VWDNHKROGHUV�DV�D�ZKROH��7KDW�LV��LW�PD\�EH�H[SHFWHG�WKDW� ZLWKLQ� D� ILUP� VRPH� VWDNHKROGHU� JURXSV� DUH� SHUFHLYHG� DV� PRUH� LPSRUWDQW� WKDQ� RWKHUV��LQWUD�ILUP�VWDNHKROGHU�LPSRUWDQFH��DQG�WKDW�VRPH�ILUPV�SHUFHLYH�VWDNHKROGHUV�DV�D�ZKROH WR�EH� PRUH� LPSRUWDQW� LQ� FRPSDULVRQ� WR� RWKHU� ILUPV� �LQWHU�ILUP� VWDNHKROGHU� LPSRUWDQFH��� 7R�REWDLQ�GDWD�RQ� LQWUD�ILUP�VWDNHKROGHU� LPSRUWDQFH�FRPSDQLHV�ZHUH�DVNHG� WR� UDQN� WKH�UHODWLYH�LPSRUWDQFH�RI�LQGLYLGXDO�VWDNHKROGHU�JURXSV�LQ�UHODWLRQ�WR�WKH�EXVLQHVV�RI�WKH�ILUP�DV�D�ZKROH��7KLV�GDWD�ZDV�XVHG�IRU�WKH�SXUSRVHV�RI�H[SORULQJ�WKH�DVVRFLDWLRQ�EHWZHHQ�ERWK�LQWUD�ILUP�DQG�LQWHU�ILUP�VWDNHKROGHU�LPSRUWDQFH�DQG�&('��7KUHH�K\SRWKHVHV�ZHUH�LGHQWLILHG�LQ�&KDSWHU���WR�EH�H[SORUHG�XQGHU�PDQDJHULDO�VWDNHKROGHU�WKHRU\��067��DV�IROORZV��LQ�DOWHUQDWLYH�IRUP��+�� 7KH�UHODWLYH� LPSRUWDQFH�RI�VWDNHKROGHU�JURXSV� WR� WKH� ILUP¶V�EXVLQHVV�DV�D�ZKROH�YDULHV�ERWK�ZLWKLQ�ILUPV�DQG�DFURVV�ILUPV�+�� 7KHUH� LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�SHUFHLYHG�VWDNHKROGHU� LPSRUWDQFH�DQG�WKH�YROXPH�RI�&('�
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+�� 7KHUH� LV� D� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ� WKH� H[WHQW� WR� ZKLFK� VHQLRU�PDQDJHPHQW�LV�GLUHFWO\�LQYROYHG�LQ�IRUPXODWLQJ�HQYLURQPHQWDO�SROLF\�DQG�WKH�YROXPH�RI�&('�+\SRWKHVLV�+�� DOWKRXJK�QRW�D� WHVW�RI�DVVRFLDWLRQ�� LV�UHOHYDQW� LQ� WKH�FRQWH[W�RI� WKH�PRGHO�RI�VWDNHKROGHU�WKHRU\�EHLQJ�H[SORUHG�KHUH��VHH�)LJXUH������&KDSWHU����EHFDXVH�LW�H[SORUHV�LQWUD�ILUP�VWDNHKROGHU� LPSRUWDQFH��,Q� WKLV�FRQWH[W��VWDNHKROGHU�SUHVVXUH�RQ�EXVLQHVV�RUJDQL]DWLRQV�PD\�EH�SHUFHLYHG�DV�RFFXUULQJ�RQ�WKUHH�GLIIHUHQW�OHYHOV���L��LQ�DJJUHJDWH��L�H��IURP�VWDNHKROGHU�JURXSV�DV�D�ZKROH���LL��LQGLYLGXDOO\��L�H��IURP�LQGLYLGXDO�VWDNHKROGHU�JURXSV��DQG��LLL��DW�D�VXE�DJJUHJDWH� OHYHO� IURP� VHYHUDO� GLIIHUHQW� VWDNHKROGHU�JURXSV� LQ� FRPELQDWLRQ�� L�H�� µFOXVWHUV¶� RI�VWDNHKROGHU�JURXSV��,Q�DOO�WKUHH�FDVHV��LW�LV�SRVLWHG�WKDW�WKHUH�LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�VWDNHKROGHU� LPSRUWDQFH� DQG� &('�� +\SRWKHVLV� +�� H[DPLQHV� WKH� H[WHQW� RI� LQWUD�VWDNHKROGHU�LPSRUWDQFH� IRU� WKH� VDPSOH� RI ��� %HQHOX[� DQG� *HUPDQ� FRPSDQLHV�� +\SRWKHVHV� +�� DQG� +�H[SORUH�WKH�DVVRFLDWLRQ�EHWZHHQ�VWDNHKROGHU�LPSRUWDQFH�DQG�&('�RQ�WKH�WKUHH�GLIIHUHQW�OHYHOV�SUHYLRXVO\�GHVFULEHG��7KH�PRGHO�LV�IRUPDOO\�VSHFLILHG�LQ�HTXDWLRQ�����EHORZ��ZKHUH��&('F\�GHQRWHV�WKH�WUDQVIRUPHG�YDOXH�RI�WKH�YROXPH�RI�&('�PDGH�E\�FRPSDQ\�F�LQ�������\HDU��� �\����.�\� LV�WKH�LQWHUFHSW��67,03F\� GHQRWHV�WKH�UHODWLYH�LPSRUWDQFH�RI�VWDNHKROGHU�JURXS�V IRU�FRPSDQ\�F LQ�������DQG�è LV�WKH�UDQGRP�HUURU�WHUP���&('F\�  �.�\����.V\�67,03F\� ��èF\� ���
����� 6WDNHKROGHU�LPSRUWDQFH+\SRWKHVLV� +� VHHNV� WR� DVVHVV� LQWUD�ILUP� VWDNHKROGHU� LPSRUWDQFH�� L�H�� ZKHWKHU� WKH� UHODWLYH�LPSRUWDQFH� RI� VWDNHKROGHU� JURXSV� GLIIHUV� IURP� RQH� JURXS� WR� DQRWKHU� ZLWKLQ� WKH� ILUP��&RQYHUVHO\��WKH�QXOO�K\SRWKHVLV�LV�WKDW�VWDNHKROGHU�JURXSV�DUH�SHUFHLYHG�E\�PDQDJHPHQW�WR�EH�KRPRJHQHRXV�� L�H�� WKDW� HTXDO� ZHLJKWLQJV� DUH� JLYHQ� WR� WKH� GLIIHUHQW� VWDNHKROGHU� JURXSV��5HVSRQGHQWV� WR� WKH�TXHVWLRQQDLUH�ZHUH�DVNHG�WR�VFRUH��LQWHU�DOLD�� �L��VWDNHKROGHU�LPSRUWDQFH�DQG��LL��WKHLU�H[WHQW�RI�GLUHFW�HQJDJHPHQW�ZLWK�VWDNHKROGHU�JURXSV��XVLQJ�D�UDQN�RUGHU�/LNHUW�VFDOH� FRQVLVWLQJ� RI� ILYH� SRLQWV� UDQJLQJ� IURP�QRW� YHU\� LPSRUWDQW� WR�YHU\� LPSRUWDQW� DQG�YHU\�OLWWOH� HQJDJHPHQW� WR� VLJQLILFDQW� HQJDJHPHQW�� UHVSHFWLYHO\���� 'HWDLOV� RI� WKH� TXHVWLRQQDLUH��LQFOXGLQJ� WKH� UHVSRQVH� UDWH�� ZHUH� SURYLGHG� LQ� &KDSWHU� �� �6HFWLRQ� ������ DERYH�� 2I� WKH� ���FRPSDQLHV�LQFOXGHG�LQ�WKH�VWXG\�����FRPSOHWHG�WKH�TXHVWLRQQDLUH��DOO�RI�ZKLFK�GLVFORVHG�VRPH�HQYLURQPHQWDO�LQIRUPDWLRQ�LQ�������7KHVH����FRPSDQLHV�DUH�KLJKOLJKWHG�LQ�WKH�OLVW�RI�VDPSOH�FRPSDQLHV� DW� $SSHQGL[� ��� 7KH� SULPDU\� YDULDEOH� IRU� WHVWLQJ� WKH� PDQDJHULDO� PRGHO� RI�VWDNHKROGHU� WKHRU\� LQ� WKLV� VWXG\� LV� PDQDJHPHQW¶V� SHUFHSWLRQ� RI� VWDNHKROGHU� LPSRUWDQFH� LQ�UHODWLRQ� WR� WKH� ILUP¶V� EXVLQHVV� DV� D� ZKROH�� +RZHYHU�� WKH� YDULDEOH� µH[WHQW� RI� GLUHFW�HQJDJHPHQW¶� LV� XVHG� KHUH� DV� DQ� DOWHUQDWLYH�� VXSSRUW� SUR[\� IRU� VWDNHKROGHU� LPSRUWDQFH� WR�UHLQIRUFH�WKH�YDOLGLW\�RI�WKH�PRGHO��,Q�RWKHU�ZRUGV��WKH�H[WHQW�WR�ZKLFK�WKH�VDPSOH�FRPSDQLHV�DUH� GLUHFWO\� HQJDJLQJ� ZLWK� WKHLU� GLIIHUHQW� VWDNHKROGHU� JURXSV� LV� VHHQ� DV� D� SK\VLFDO�PDQLIHVWDWLRQ� RI� XQGHUO\LQJ� SHUFHSWLRQV� RI� VWDNHKROGHU� LPSRUWDQFH� LQ� D� JHQHUDO� EXVLQHVV�FRQWH[W�� )RU� WKHVH� SXUSRVHV�� GLUHFW� HQJDJHPHQW� LV� GHILQHG� DV� IDFH�WR�IDFH� FRQWDFW� WKURXJK�VXFK� FKDQQHOV� DV� GLVFXVVLRQ� JURXSV�� RSHQ� GD\V�� SXEOLF� PHHWLQJV�� FRQVXOWDWLRQV� DQG�SDUWQHUVKLSV�� 7DEOH� ���� EHORZ� SURYLGHV� D� VXPPDU\� FRPSDULVRQ� RI WKH� PHDQ� VFRUHV� DQG�UDQNLQJV� RI� ERWK� UHODWLYH� LPSRUWDQFH� DQG� H[WHQW� RI� GLUHFW� HQJDJHPHQW� LQ� UHODWLRQ� WR� WKH� ���%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�ZKLFK�FRPSOHWHG�WKH�TXHVWLRQQDLUH���
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7DEOH����5HODWLYH�LPSRUWDQFH�DQG�H[WHQW�RI�GLUHFW�HQJDJHPHQW�ZLWK�VWDNHKROGHU JURXSV6WDNHKROGHU�JURXS 5HODWLYH�LPSRUWDQFH ([WHQW�RI�HQJDJHPHQW
0HDQ 6WG�'HY 5DQNLQJ 0HDQ 6WG�'HY 5DQNLQJ6KDUHKROGHUV ���� ����� � ���� ����� �(PSOR\HHV ���� ����� � ���� ����� �&XVWRPHUV�DQG�&RQVXPHUV ���� ����� � ���� ����� �3XEOLF�DXWKRULWLHV ���� ����� � ���� ����� �

7KH�0HGLD ���� ����� � ���� ����� �7UDGH�&UHGLWRUV�DQG�6XSSOLHUV ���� ����� � ���� ����� �1HLJKERXUV�DQG�ORFDO�FRPPXQLWLHV ���� ����� � ���� ����� �,QGXVWU\�DQG�7UDGH�$VVRFLDWLRQV ���� ����� � ���� ����� �6FLHQFH�DQG�HGXFDWLRQ ���� ����� � ���� ����� �
(QYLURQPHQWDO�RUJDQL]DWLRQV ���� ����� �� ���� ����� ��1RQ�SDUWLFLSDWRU\�RZQHUV�	�OHQGHUV ���� ����� �� ���� ����� ��2WKHU�SUHVVXUH�JURXSV�DQG�1*2V ���� ����� �� ���� ����� ��

1RWHV��7KLV�WDEOH�VKRZV�WKH�PHDQV�VFRUHV�DQG�UHVXOWDQW�UDQNLQJV�IRU��D��VWDNHKROGHU�LPSRUWDQFH�DQG��E��H[WHQW�RI�GLUHFW�HQJDJHPHQW�IRU�RUJDQL]DWLRQDO�VWDNHKROGHUV��:KHUH��PHDQ� �PHDQ�VFRUH�EDVHG�RQ�UHVSRQVHV�WR�D�PDLOHG�TXHVWLRQQDLUH� LQ�ZKLFK�UHVSRQGHQWV�ZHUH�DVNHG� WR�VFRUH� WKHLU�UHVSRQVHV�RQ�WKH�EDVLV�RI�D�UDQN�RUGHU�ILYH�SRLQW�/LNHUW�VFDOH��6WG�'HY� �6WDQGDUG�GHYLDWLRQ��5DQNLQJV�UHSUHVHQW�D�VLPSOH�LQWHJUDO�RUGHULQJ�RI�VWDNHKROGHU�JURXSV�DFFRUGLQJ�WR�WKHLU�PHDQ�VFRUHV�LQ�HDFK�FDVH��WKH�KLJKHVW�PHDQ�VFRUH�EHLQJ�DFFRUGHG�D�UDQNLQJ�RI�RQH��WKH�VHFRQG�KLJKHVW�PHDQ�VFRUH�D�UDQNLQJ�RI�WZR��DQG�VR�RQ�$� QXPEHU� RI� NH\� REVHUYDWLRQV�PD\� EH�PDGH� RQ� WKH� EDVLV� RI� WKH� LQIRUPDWLRQ� SUHVHQWHG� LQ�7DEOH������)LUVWO\��PDQDJHPHQW�GR�QRW�SHUFHLYH�DOO�VWDNHKROGHUV�JURXSV�DV�KRPRJHQHRXV��WKH�PHDQ� VFRUHV� IRU� HDFK� VWDNHKROGHU� JURXS� VKRZLQJ� D�ZLGH� YDULDWLRQ� IURP� D� KLJKHVW� VFRUH� RI������IRU�VKDUHKROGHUV�WR�D�ORZHVW�VFRUH�RI������IRU�SUHVVXUH�JURXSV�DQG�RWKHU�1*2V�RWKHU�WKDQ�HQYLURQPHQWDO�JURXSV����6HFRQGO\�� WKHVH�GLIIHUHQW�JURXSV�ZRXOG�DSSHDU� WR� IDOO� LQWR�FOXVWHUV��WKH�ILUVW�FOXVWHU�EHLQJ�ZKDW�PLJKW�EH�WHUPHG�³SULPDU\´�VWDNHKROGHUV��FRPSULVLQJ�VKDUHKROGHUV��HPSOR\HHV�� FXVWRPHUV� DQG� FRQVXPHUV� DQG� SXEOLF� DXWKRULWLHV� LQFOXGLQJ� JRYHUQPHQW�� 7KH�VHFRQG� FOXVWHU� RI� ³VHFRQGDU\´� VWDNHKROGHUV� LQFOXGHV� WKH� PHGLD�� VXSSOLHUV�� QHLJKERXUV� DQG�ORFDO� FRPPXQLWLHV�� LQGXVWU\� DVVRFLDWLRQV� DQG� VFLHQFH� DQG� HGXFDWLRQ�� 7KH� WKLUG� FOXVWHU��FRPSULVLQJ� ZKDW� DSSHDU� WR� EH� WKH� ³OHDVW� LPSRUWDQW´� VWDNHKROGHU� JURXSV�� FRPSULVHV�HQYLURQPHQWDO�RUJDQL]DWLRQV��RWKHU�1*2V�DQG�SUHVVXUH�JURXSV��DQG�OHQGHUV�DQG�ERQGKROGHUV��7KHVH� ILQGLQJV� DUH� SHUKDSV� QRW� VXUSULVLQJ� JLYHQ� WKDW� ODUJH�� SXEOLFO\�OLVWHG� EXVLQHVV�RUJDQL]DWLRQV� QRW� RQO\� KDYH� D� OHJDO� DQG� ILGXFLDU\� GXW\� WR� WKHLU� VKDUHKROGHUV� LQ� WKH� ILUVW�LQVWDQFH��EXW�DOVR�GHSHQG�KHDYLO\�RQ�FXVWRPHUV�DQG�FRQVXPHUV�DV�ZHOO�DV�WKHLU�HPSOR\HHV�WR�VHOO�WKHLU�SURGXFWV�DQG�VHUYLFHV�LQ�WKH�PDUNHW�SODFH��7KH�SULPDF\�RI�VKDUHKROGHUV�DV�UHSRUWHG�LQ� 7DEOH� ���� LV� DOVR� FRQVLVWHQW� ZLWK� :LOPKXUVW� DQG� )URVW¶V� ������� VWXG\� ZKLFK� UHSRUWHG�VKDUHKROGHU�DQG�LQYHVWRU�ULJKWV�WR�LQIRUPDWLRQ�DV�EHLQJ�WKH�PRVW�VLJQLILFDQW�LQIOXHQFH�RQ�WKH�GHFLVLRQ� WR� GLVFORVH� HQYLURQPHQWDO� LQIRUPDWLRQ� DQG� WKDW� RI� 8OOPDQQ� ������� ZKR� UHSRUWV�VKDUHKROGHUV�DV�EHLQJ�WKH�SULPDU\�XVHU�RI�WKH�FRUSRUDWH�DQQXDO�UHSRUW�DV�D�PHDQV�RI�UHGXFLQJ�XQFHUWDLQW\�� 6LPLODUO\�� WKH� UHODWLYH� LPSRUWDQFH� RI� SXEOLF� DXWKRULWLHV� LQFOXGLQJ� JRYHUQPHQW�FRXOG�EH�H[SODLQHG�E\�WKH�ODWWHU¶V�DELOLW\�WR�LPSDFW�VLJQLILFDQWO\�RQ�D�ILUP�ILQDQFLDOO\�WKURXJK�VXFK� PHFKDQLVPV� DV� OHJDO� UHTXLUHPHQWV� DQG� UHJXODWLRQV�� LQFOXGLQJ� WD[DWLRQ�� DQG� OLFHQVLQJ�
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UHTXLUHPHQWV� DQG� UHVWULFWLRQV� �H�J�� LQ� UHODWLRQ� WR� HQYLURQPHQWDO� LVVXHV��� &RQYHUVHO\�� WKH�UHODWLYHO\� ORZ�VFRUHV�JLYHQ� WR�QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQV� �1*2V��DQG�SUHVVXUH�JURXSV�VXJJHVWV�WKDW�ODUJH�FRPSDQLHV�GR�QRW�SHUFHLYH�WKHVH�VWDNHKROGHUV�DV�LPSRUWDQW�LQ�WKH�FRQWH[W�RI� WKHLU� EXVLQHVVHV� DV� D�ZKROH��7KH� UHODWLYHO\� ORZ� UDQNLQJ�RI�QRQ�SDUWLFLSDWRU\�RZQHUV� DQG�FUHGLWRUV��VXFK�DV�ERQGKROGHUV��LV�SDUWLFXODUO\�LQWHUHVWLQJ�LQ�WKH�FRQWH[W�RI�($7�DV�H[SORUHG�LQ�6HFWLRQ�����DERYH��2QH�SRVVLEOH�LQWHUSUHWDWLRQ�LV�WKDW�QRQ�SDUWLFLSDWRU\�RZQHUV�DQG�FUHGLWRUV�DUH� SHUFHLYHG� DV� KDYLQJ� D� QDUURZ� VHW� RI� HFRQRPLF� FRQFHUQV�� WKHLU� ZDQWV� DQG� QHHGV� EHLQJ�VDWLVILHG�WKURXJK�WKH�DELOLW\�RI�WKH�ILUP�WR�PHHW�LWV�ILQDQFLDO�DQG�RWKHU�FRYHQDQWHG�REOLJDWLRQV�XQGHU�WKH�WHUPV�RI�DQ\�OHQGLQJ�DJUHHPHQW����6XFK�D�SHUVSHFWLYH�ZRXOG�EH�FRQVLVWHQW�ZLWK�WKH�UHVXOWV� UHSRUWHG� XQGHU�($7� DERYH�ZKHUH� QR� DVVRFLDWLRQ� FRXOG� EH� HVWDEOLVKHG� EHWZHHQ� µNH\�PDUNHW¶�YDULDEOHV�XQGHU�WKH�PRQLWRULQJ�DQG�FRQWUDFWLQJ�FRVWV�K\SRWKHVLV�DQG�&('��,W�LV�DOVR�FRQVLVWHQW� ZLWK� WKH� ILQGLQJV� RI� :LOPKXUVW� DQG� )URVW� ������� ZKR� UHSRUW� D� ORZ� UDQNLQJ� RI�LPSRUWDQFH� DWWDFKHG� WR� ILQDQFLDO� LQVWLWXWLRQV� LQ� WKH� GHFLVLRQ� WR� GLVFORVH� HQYLURQPHQWDO�LQIRUPDWLRQ��WKH�DXWKRUV�VXJJHVWLQJ�WKDW�WKH�LQIRUPDWLRQ�QHHGV�RI�WKLV�VWDNHKROGHU�JURXS�PD\�QRW�EH�WKH�SULPDU\�REMHFWLYH�RI�DQQXDO�UHSRUW�SUHSDUHUV��7KLUGO\�� LW�PD\�EH�VXJJHVWHG�WKDW� WKH�UHODWLYH�LPSRUWDQFH�RI� WKH�YDULRXV�VWDNHKROGHUV�JURXSV�SURYLGHV�VRPH� LQVLJKWV� LQWR� WKH�GHJUHH� WR�ZKLFK� WKHVH�JURXSV�DUH�SHUFHLYHG�DV�DEOH�WR�H[HUW�HFRQRPLF�DQG�VRFLR�SROLWLFDO�LQIOXHQFHV�RQ�WKH�EXVLQHVV�RUJDQL]DWLRQ��,Q�DQ�HFRQRPLF FRQWH[W��FRQVXPHUV�� FXVWRPHUV� DQG� HPSOR\HHV� DUH� FOHDUO\� DEOH� WR� DIIHFW�GLUHFWO\ WKH� RUJDQL]DWLRQ¶V�SURILWDELOLW\� DQG� FDVK� IORZ�� DV� DUH� VKDUHKROGHUV� LQ� UHODWLRQ� WR� WKH�SHUIRUPDQFH�RI� LWV�TXRWHG�RUGLQDU\�VKDUHV��,Q�D�VRFLDO�SROLWLFDO FRQWH[W��LW�ZRXOG�DSSHDU�WKH�SXEOLF�DXWKRULWLHV��WKH�PHGLD�DQG�QHLJKERXUV�DQG�ORFDO�FRPPXQLWLHV�DUH�SHUFHLYHG�DV�EHLQJ�UHODWLYHO\�PRUH�LPSRUWDQW�WKDQ�HQYLURQPHQWDO�SUHVVXUH�JURXSV�DQG�RWKHU�1*2V����7KHVH�ILQGLQJV�DUH�FRQVLVWHQW�ZLWK WKRVH�RI�:LOPKXUVW�DQG�)URVW��������ZKR�IRXQG�WKH�FRQFHUQV�RI�HQYLURQPHQWDO�OREE\�JURXSV�WR�EH�RI�UHODWLYHO\�OLWWOH�LPSRUWDQFH�WR�PDQDJHPHQW�LQ�WHUPV�RI�WKH�IDFWRUV�LQIOXHQFLQJ�WKHLU�GHFLVLRQ�WR�GLVFORVH� HQYLURQPHQWDO� LQIRUPDWLRQ�� %RWK� WKH� ILQGLQJV� RI� WKH SUHVHQW� VWXG\� DQG� WKDW� RI�:LOPKXUVW� DQG� )URVW� ������� DUH� SDUWLFXODUO\� LQWHUHVWLQJ�ZKHQ� FRQWUDVWHG�ZLWK� WKRVH� RI� 7LOW��������ZKRVH�VWXG\�RI�HQYLURQPHQWDO�SUHVVXUH�JURXSV�LQ�$XVWUDOLD�IRXQG�WKDW�WKHVH�JURXSV�GR�LQ�IDFW�XWLOLVH�WKH�FRQWHQWV�RI�FRUSRUDWH�DQQXDO�UHSRUWV��7KLV�SRLQW�LV�UHWXUQHG�WR�LQ�6HFWLRQ�����EHORZ�ZKHQ�ORRNLQJ�DW�WKH�UHVXOWV�RI�WKH�SUHVHQW�VWXG\¶V�LQYHVWLJDWLRQ�LQWR�WKH�DFWLYLWLHV�DQG�SHUFHSWLRQV� RI� (XURSHDQ� HQYLURQPHQWDO� SUHVVXUH� JURXSV�� )RXUWKO\�� WKH� UHVXOWV� SUHVHQWHG� LQ�7DEOH� ���� DOVR� VXJJHVW� WKDW�� GHVSLWH� WKH� µFRPLQJ� RI� WKH� JUHHQV¶� DQG� DQ� XSVXUJH� LQ� WKH�SRSXODULW\�RI�JUHHQ�SROLWLFV�DQG�SUHVVXUH�JURXSV�PRUH�JHQHUDOO\�LQ�WKH�����V��HQYLURQPHQWDO�JURXSV��QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQV��1*2V��DQG�RWKHU�SUHVVXUH�JURXSV�DUH�QRW�SHUFHLYHG�E\�WKH PDQDJHPHQW�RI�ODUJH�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�DV�EHLQJ�LPSRUWDQW��LQ�D�JHQHUDO�EXVLQHVV�FRQWH[W��UHODWLYH�WR�WKDW�RI�RWKHU�VWDNHKROGHU�JURXSV�/DVWO\��ORRNLQJ�DW�WKH�H[WHQW�WR�ZKLFK�ODUJH�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�HQJDJH�GLUHFWO\�ZLWK� WKHLU�YDULRXV�VWDNHKROGHU�JURXSV��7DEOH�����VXJJHVWV� WKDW� WKH�H[WHQW� WR�ZKLFK�FRUSRUDWH�PDQDJHPHQW�GLUHFWV�HIIRUWV� WRZDUGV�HQJDJLQJ�ZLWK� VWDNHKROGHU�JURXSV�PD\�EH� OLQNHG� WR� WKH�UHODWLYH� LPSRUWDQFH� RI� D� SDUWLFXODU� VWDNHKROGHU� JURXS�� 7KH� IDFW� WKDW� GLUHFW� HQJDJHPHQW�ZDV�GHILQHG�LQ�VRFLR�SROLWLFDO� WHUPV��L�H��IDFH�WR�IDFH�FRQWDFW��UDWKHU�WKDQ�RQ�D�OHJDO�RU�µQH[XV�RI�FRQWUDFWV¶�EDVLV��PD\�EH� VLJQLILFDQW� LQ� WKLV�FRQWH[W��$V�VKRZQ�E\� WKH�UHVSHFWLYH� UDQNLQJV�RI�UHODWLYH� LPSRUWDQFH� DQG� H[WHQW� RI� HQJDJHPHQW� �7DEOH� ������ WKRVH� VWDNHKROGHU� JURXSV�ZKLFK�ZHUH�UDQNHG�DV�EHLQJ�WKH�PRVW�LPSRUWDQW�WR�WKH�EXVLQHVV�DV�D�ZKROH�ZHUH�DOVR�UDQNHG�DV�EHLQJ�WKH�PRVW� HQJDJHG�ZLWK� GLUHFWO\��7R� WHVW� VWDWLVWLFDOO\� WKH� VWUHQJWK� RI� WKH� FRUUHODWLRQ� EHWZHHQ�
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WKHVH� WZR� YDULDEOHV�� D� WZR�WDLOHG� ELYDULDWH� FRUUHODWLRQ� ZDV� SHUIRUPHG� E\� UXQQLQJ� WKH�3HDUVRQ¶V�VWDQGDUG�SURGXFW�PRPHQW��SDUDPHWULF��DQG�6SHDUPDQ¶V�UKR�UDQN�FRUUHODWLRQ��QRQ�SDUDPHWULF�� WHVWV� ZLWK� WKH� PHDQ� VFRUHV� RI� UHODWLYH� LPSRUWDQFH� DQG� H[WHQW� RI� HQJDJHPHQW��UHVSHFWLYHO\��IRU�WKH����VWDNHKROGHU�JURXSV DV�YDULDEOHV����7KH�UHVXOWV�RI�WKLV�WHVW�DUH�SUHVHQWHG�LQ� 7DEOH� ����� 7R� LPSURYH� WKH� H[WHUQDO� YDOLGLW\� RI� WKH� UHVXOWV�� WKLV� WHVW�ZDV� DOVR� SHUIRUPHG�XVLQJ�PHDQ�YDOXHV�EDVHG�RQ� WKH� UHVSRQVHV�RI�D� ODUJHU�VDPSOH�RI�����FRPSDQLHV�ZKLFK�DOVR�LQFOXGHG� FRPSDQLHV� IURP� WKH� 1RUGLF� FRXQWULHV� �'HQPDUN�� )LQODQG�� 1RUZD\� DQG� 6ZHGHQ���6ZLW]HUODQG� DQG� WKH�8.� �GHWDLOV� RI� WKHVH� FRPSDQLHV� FDQ� EH� IRXQG� LQ�&KDSWHU� ���� )RU� ERWK�VDPSOHV�� WKH� FRUUHODWLRQ� FRHIILFLHQWV� ZHUH� FORVH� WR� RQH� DQG� WKH� S�YDOXHV� EHORZ� ��������SURYLGLQJ� HYLGHQFH� RI� D� VWURQJ� FRUUHODWLRQ� EHWZHHQ� VWDNHKROGHU� LPSRUWDQFH� DQG� H[WHQW� RI�GLUHFW�VWDNHKROGHU�HQJDJHPHQW�
7DEOH����&RPSDULVRQ�RI�UHODWLYH�LPSRUWDQFH�DQG�H[WHQW�RI�GLUHFW�HQJDJHPHQW�ZLWK�VWDNHKROGHU�JURXSV��Q� ���� %HQHOX[�	�*HUPDQ�FRPSDQLHV (XURSHDQ�FRPSDQLHVW�VWDWLVWLF 6LJQLILFDQFH W�VWDWLVWLF 6LJQLILFDQFH3HDUVRQ¶V�SURGXFW�PRPHQW�FRUUHODWLRQ ����� S � ������ ����� S � ������
6SHDUPDQ¶V�UKR�UDQN�FRUUHODWLRQ ����� S �������� ����� S�� ������

1RWHV�� 7KLV� WDEOH� VKRZV� WKH� FRUUHODWLRQ� FRHIILFLHQWV� DQG�S�YDOXHV� IRU� D� WZR�WDLOHG� ELYDULDWH� FRUUHODWLRQ� XVLQJ�3HDUVRQ¶V� VWDQGDUG� SURGXFW�PRPHQW� �SDUDPHWULF�� DQG� 6SHDUPDQ¶V� UKR� UDQN� FRUUHODWLRQ� �QRQ�SDUDPHWULF�� WHVWV��UHVSHFWLYHO\�� ZKHQ� UXQ� DJDLQVW� WKH� RYHUDOO� PHDQ� VFRUHV� IRU� UHODWLYH� LPSRUWDQFH� DQG� H[WHQW� RI� HQJDJHPHQW��UHVSHFWLYHO\��RI����VWDNHKROGHU�JURXSV��6FRUHV�LQ�HDFK�FDVH�ZHUH�EDVHG�RQ�WKH�UHVSRQVHV�WR�D�TXHVWLRQQDLUH�VHQW�WR�D�VDPSOH�RI�(XURSHDQ�FRPSDQLHV��LQFOXGLQJ�WKH�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�ZKLFK�IRUP�WKH�PDLQ�VDPSOH�IRU�WKH�VWXG\�7R� WHVW� K\SRWKHVLV� +��� GLIIHUHQFHV� EHWZHHQ� DQG� DFURVV� FRPSDQLHV� LQ� WKH� WZR� YDULDEOHV�µVWDNHKROGHU� LPSRUWDQFH¶� DQG� µH[WHQW� RI� GLUHFW� HQJDJHPHQW¶� ZHUH� PHDVXUHG� E\� UXQQLQJ� D�VSHFLDO� 0$129$� WHVW� XVLQJ� WKH� *HQHUDO� /LQHDU� 0RGHO� �*/0�� 5HSHDWHG� 0HDVXUHV�SURFHGXUH� ZLWKLQ� 6366� �1RUXVLV� DQG� 6366�� ��������� 7R� SHUIRUP� WKLV� WHVW� UHTXLUHV� D� IXOO�FRPSOHPHQW�RI�UHVSRQVHV��LJQRULQJ�DOO�WKH�UHVSRQVHV�RI�DQ\�FRPSDQ\�IRU�ZKLFK�DW�OHDVW�RQH�RI�WKH����ZLWKLQ�VXEMHFW�IDFWRUV��L�H��VWDNHKROGHU�JURXSV��ZDV�PLVVLQJ��7KLV�UHGXFHG�WKH�QXPEHU�RI�XVHDEOH UHVSRQVHV� WR�����L�H�����SHU�FHQW�RI� WKH�VDPSOH��DV� WKUHH�RI� WKH�FRPSDQLHV�ZKLFK�SURYLGHG� SRVLWLYH� UHVSRQVHV� GLG� QRW� FRPSOHWH� DOO� SDUWV� RI� WKH� UHVSHFWLYH� TXHVWLRQ� LQ� WKH�TXHVWLRQQDLUH�� &RQVHTXHQWO\�� WKH� UHVXOWLQJ� PHDQ� DQG� VWDQGDUG� GHYLDWLRQ� YDOXHV� IRU� HDFK�VWDNHKROGHU�JURXS�DUH�VOLJKWO\�GLIIHUHQW�IURP�WKRVH�JLYHQ�LQ�7DEOH�����DERYH��7R�LPSURYH�WKH�H[WHUQDO�YDOLGLW\�RI� WKH�UHVXOWV�� WKLV� WHVW�ZDV�DOVR�SHUIRUPHG�IRU� WKH�ZLGHU�(XURSHDQ�VDPSOH��7KH� UHVXOWV� DUH� VXPPDULVHG� LQ� 7DEOH� ������ 7KHVH� UHVXOWV� SURYLGH� VWURQJ� VXSSRUW� IRU� WKH�DOWHUQDWLYH� K\SRWKHVLV� XQGHU� +� DQG� WKXV� WKH� QXOO� K\SRWKHVLV� FDQ� EH� UHMHFWHG�� ,Q� DOO� FDVHV��PXOWLYDULDWH� WHVWV� XVLQJ�3LOODL¶V� 7UDFH� DQG�:LONV¶� /DPEGD� VWDWLVWLFV \LHOGHG� ERWK� D� KLJK�)�VWDWLVWLF� DQG� D� S�YDOXH� EHORZ� �������� VXSSRUWLQJ� WKH� DOWHUQDWLYH� K\SRWKHVLV� �1RUXVLV� DQG�6366�� ��������� 7KXV�� WKHUH� LV� D� VWDWLVWLFDOO\� VLJQLILFDQW� GLIIHUHQFH� EHWZHHQ� ERWK� �L�� WKH�UHODWLYH�� SHUFHLYHG� LPSRUWDQFH� RI� WKH� ��� VWDNHKROGHU� JURXSV� DQG� �LL�� RI� WKH� H[WHQW� WR�ZKLFK�PDQDJHPHQW�GLUHFWO\�HQJDJHV�ZLWK�WKHVH GLIIHUHQW�JURXSV��%DVHG�RQ�WKLV�HYLGHQFH��LW�PD\�EH�



7DEOH�����7HVW�RI�GLIIHUHQFHV�LQ�VWDNHKROGHU�LPSRUWDQFH�DQG�H[WHQW�RI�HQJDJHPHQW�ZLWK�VWDNHKROGHUV�XVLQJ�0$129$�5HSHDWHG�0HDVXUHV6WDNHKROGHU�*URXS� 6KDUHKROGHUV 1RQ�SDUWLFLSDWRU\�RZQHUV�DQG�OHQGHUV
(PSOR\HHV 7UDGH�&UHGLWRUV�DQG�VXSSOLHUV

&XVWRPHUV	�FRQVXPHUV
,QGXVWU\	�7UDGH�$VVRF�

3XEOLF�DXWKRULWLHV 1HLJKERXUV�	�/RFDO�&RPP�
7KH�0HGLD (1*2V 2WKHU�SUHVVXUH�JURXSV�	�1*2V

6FLHQFH�	�HGXFDWLRQ
3DQHO�$��%HQHOX[�DQG�*HUPDQ�FRPSDQLHV��Q ����6WDNHKROGHU�LPSRUWDQFH)�VWDWLVWLF ������S�YDOXH ��������0HDQ ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����6WG��(UURU ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����6WDNHKROGHU�HQJDJHPHQW)�VWDWLVWLF �����S�YDOXH ��������0HDQ ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����6WG��(UURU ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����3DQHO�%��([WHQGHG�VDPSOH�RI�(XURSHDQ�FRPSDQLHV��Q� ����6WDNHKROGHU�LPSRUWDQFH)�VWDWLVWLF ������S�YDOXH ��������0HDQ ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����6WG��(UURU ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����S�YDOXH ��������6WDNHKROGHU�HQJDJHPHQW)�VWDWLVWLF ������S�YDOXH ��������0HDQ ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����6WG��(UURU ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����

1RWHV� 7KLV� WDEOH� VKRZV� WKH� UHVXOWV� RI� WKH *HQHUDO� /LQHDU� 0RGHO� �*/0�� 5HSHDWHG� 0HDVXUHV� 0$129$� WHVW� ZKHQ� UXQ� DJDLQVW� UHVSRQGHQWV¶� YDOXHV� IRU� µVWDNHKROGHU�LPSRUWDQFH¶�DQG�µH[WHQW�RI�GLUHFW�HQJDJHPHQW¶��UHVSHFWLYHO\��IRU�HDFK�RI�WKH����VWDNHKROGHU�JURXSV�OLVWHG�LQ�TXHVWLRQV���DQG�TXHVWLRQ����UHVSHFWLYHO\��RI�WKH�TXHVWLRQQDLUH�IRU�VDPSOHV�RI��L��%HQHOX[�DQG�*HUPDQ�FRPSDQLHV��Q� �����DQG��LL��D�ZLGHU�VDPSOH�RI�(XURSHDQ�FRPSDQLHV��Q ������:KHUH��PHDQ� �PHDQ�VFRUH�RQ�WKH�EDVLV�RI�D�UDQN�RUGHU�ILYH�SRLQW�/LNHUW�VFDOH�IURP���WR����6WG�(UURU� �6WDQGDUG�HUURU��)�VWDWLVWLF� �VFRUHV�IRU�PXOWLYDULDWH�WHVW�XVLQJ�3LOODL¶V�7UDFH�DQG�:LONV¶�/DPEGD�VWDWLVWLFV��6LJQLILFDQW��DW�����S�YDOXHV�DUH�VKRZQ�LQ�EROG��$OO�VWDWLVWLFV�DUH�EDVHG�RQ�XQWUDQVIRUPHG��L�H��UDZ��GDWD�
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VXJJHVWHG� WKDW� WKH�PDQDJHPHQW� RI� ODUJH�(XURSHDQ� FRPSDQLHV� GR� QRW� SHUFHLYH� WKH� GLIIHUHQW�VWDNHKROGHUV� DV� D� KRPRJHQHRXV� EXQFK�� :KHWKHU� WKHVH� LQWUD�ILUP� GLIIHUHQFHV� LQ� SHUFHSWLRQ�DOVR�OHDG�WR�GLIIHUHQFHV�LQ�GLVFORVXUH�EHKDYLRXU�DFURVV�ILUPV�LQ�UHODWLRQ�WR�&('�LV�WKH�VXEMHFW�RI�WKH�QH[W�VHFWLRQ�
����� 6WDNHKROGHU�LPSRUWDQFH�DQG�HQYLURQPHQWDO�GLVFORVXUH7KH�SXWDWLYH�DVVRFLDWLRQ�EHWZHHQ�VWDNHKROGHU�LPSRUWDQFH�DQG�&('��DV�H[SORUHG�KHUH��LV�WKDW�FRPSDQLHV� ZKLFK� SHUFHLYH� VWDNHKROGHU� JURXSV� WR� EH�PRUH� LPSRUWDQW� �HLWKHU� FROOHFWLYHO\� RU�LQGLYLGXDOO\�� SURYLGH�JUHDWHU YROXPHV� RI� HQYLURQPHQWDO� GLVFORVXUH� LQ� FRPSDULVRQ� WR� RWKHU�FRPSDQLHV��K\SRWKHVLV�+��DERYH���7KLV�DVVRFLDWLRQ�LV�VWLOO�YHU\�PXFK�XQGHU�UHVHDUFKHG�ZLWKLQ�WKH�&65� OLWHUDWXUH�� 7KH�PHWKRG� DGRSWHG� LQ� WKH� SUHVHQW� VWXG\� LV� WR� H[SORUH� WKLV� DVVRFLDWLRQ�XVLQJ�D�QXPEHU�RI�GLIIHUHQW�DSSURDFKHV�� VHHNLQJ�RXW�ERWK�DVVRFLDWLRQV�DQG�QRQ�DVVRFLDWLRQV�WRZDUGV� JUHDWHU� XQGHUVWDQGLQJ� RI� WKH� LQIOXHQFH� RI� VWDNHKROGHU� JURXSV� RQ� &('�� 7KH� ILUVW�DSSURDFK� LQYROYHV� DQ� LQYHVWLJDWLRQ� RI� WKH� DVVRFLDWLRQ� EHWZHHQ� YDULDWLRQV� LQ� WKH� OHYHOV� RI�LPSRUWDQFH�DWWDFKHG�WR�VWDNHKROGHUV�DV�D�ZKROH��L�H��FROOHFWLYHO\��QRW�GLVWLQJXLVKLQJ�EHWZHHQ�WKH� GLIIHUHQW� JURXSV�� DFURVV� FRPSDQLHV� DQG� YDULDWLRQV� LQ� WKH� YROXPH� RI� &('�� 7KH� VHFRQG�DSSURDFK�LQYHVWLJDWHV�WKH�VDPH�DVVRFLDWLRQ�EXW�WKLV�WLPH�E\�ORRNLQJ�DW�LQGLYLGXDO�VWDNHKROGHU�JURXSV�� 7KH� WKLUG� DSSURDFK� H[SORUHV� WKLV� DVVRFLDWLRQ� LQ� UHODWLRQ� WR� YDULRXV� µFOXVWHUV¶� RI�VWDNHKROGHU�JURXSV��,Q�HDFK�FDVH��GDWD�UHODWLQJ�WR�VWDNHKROGHU�LPSRUWDQFH�LV�EDVHG�RQ�UHSOLHV�WR� WKH� TXHVWLRQQDLUH� WR� FRPSDQLHV� ZKLFK� ZHUH� UHFHLYHG� GXULQJ� WKH� FRXUVH� RI� ������ 7KHVH�UHVSRQVHV�ZHUH� LQWHUSUHWHG� DV� UHODWLQJ� WR� WKH� SHULRG� FORVHVW� WR� WKDW� RI� WKH� VWXG\� �L�H�� �������7KXV�� DOO� RI� WKH� K\SRWKHVHV� H[SORUHG� EHORZ� KDYH� EHHQ� DSSOLHG� XVLQJ� �����&('�GDWD� RQO\��XQOHVV�RWKHUZLVH�VWDWHG���
�L� 6WDNHKROGHU�JURXSV�DV�D�ZKROH7KH� DOWHUQDWLYH� K\SRWKHVLV� XQGHU� WKLV� WHVW� LV� WKDW� WKHUH� LV� D� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ�VWDNHKROGHU� LPSRUWDQFH� IRU� VWDNHKROGHUV� FROOHFWLYHO\ DQG� WKH� YROXPH� RI� HQYLURQPHQWDO�GLVFORVXUH��7KLV�WHVW�ZDV�FDUULHG�RXW�XVLQJ�WKH�XQLYDULDWH�DQDO\VLV RI�YDULDQFH��$129$��WHVW�IRU� WKH� ��� FRPSDQLHV� WKDW� FRPSOHWHG� WKH� TXHVWLRQQDLUH�� UXQQLQJ� WKH� RYHUDOO�PHDQ� YDOXH� RI�VWDNHKROGHU� LPSRUWDQFH� IRU� HDFK� FRPSDQ\� DJDLQVW� ����� &('� GDWD� RQO\�� 6WDNHKROGHU�LPSRUWDQFH�ZDV�PHDVXUHG�XVLQJ�D�UDQN�RUGHU�ILYH�SRLQW�/LNHUW�VFDOH��ZKHUH��� �YHU\�OLWWOH�DQG��� �VLJQLILFDQW��7KH�UHVXOWV�DUH�SUHVHQWHG�LQ�7DEOH������
7DEOH�����$VVRFLDWLRQ�EHWZHHQ�VWDNHKROGHU�LPSRUWDQFH��PHDQ�YDOXHV��DQG�WRWDO�&('�������RQO\��Q� ����6WDNHKROGHU�JURXS 5HJUHVVLRQ�&RHIILFLHQW�6WDQGDUGL]HG� �%HWD�� W�VWDWLVWLF S�YDOXH $GMXVWHG�5�VTXDUHG
$OO�VWDNHKROGHUV�FROOHFWLYHO\ ������� ����� ����� �����

1RWHV� 7KLV�WDEOH�VKRZV�WKH�YDOXH�IRU�WKH�UHJUHVVLRQ�FRHIILFLHQW��W�VWDWLVWLF��S�YDOXH��RQH�WDLOHG�SUREDELOLWLHV��DQG�DGMXVWHG�5�VTXDUHG�IRU�HQYLURQPHQWDO�GLVFORVXUH��³7RWDO�&('´��IRU������RQO\�ZKHQ�UXQ�DJDLQVW�PHDQ�YDOXHV�IRU�WKH�LPSRUWDQFH�UDWLQJ�RI�VWDNHKROGHU�JURXSV�DV�D�ZKROH�IRU�WKH����FRPSDQLHV�ZKLFK�FRPSOHWHG�WKH�TXHVWLRQQDLUH�XVLQJ� $129$�� 7KH� UHJUHVVLRQ� FRHIILFLHQW� LQGLFDWHV� WKH� GLUHFWLRQ� RI� WKH� UHODWLRQVKLS�� ZKHUH� ³�´� LQGLFDWHV� D�SRVLWLYH�DVVRFLDWLRQ��$OO�WHVWV�ZHUH�UXQ�DJDLQVW�WUDQVIRUPHG�YDOXHV�IRU�&('�
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7KHVH�UHVXOWV�VXSSRUW�WKH�DOWHUQDWLYH�K\SRWKHVLV�ZLWK�D�SUREDELOLW\�VWDWLVWLF��S�YDOXH��RI�������DQG�WKXV�WKH�QXOO�K\SRWKHVLV�FDQ�EH�UHMHFWHG��0RUHRYHU��WKH�VL]H�RI�WKH�UHJUHVVLRQ�FRHIILFLHQW�DQG� WKH� W�VWDWLVWLF�� ERWK� EHLQJ� VLJQLILFDQWO\� GLIIHUHQW� IURP� ]HUR�� VXJJHVW� WKDW� WKHVH� WZR�YDULDEOHV� �HQYLURQPHQWDO� GLVFORVXUH� DQG� VWDNHKROGHU� LPSRUWDQFH�� DUH� KLJKO\� FRUUHODWHG�ZLWK�RQH�DQRWKHU��0RUHRYHU��WKH�DGMXVWHG�5�VTXDUHG�YDOXH�RI�������VXJJHVWV�WKDW�D�QRW�LQVLJQLILFDQW�SURSRUWLRQ� RI� WKH� YDULDELOLW\� LQ� GLVFORVXUH� DFURVV� ILUPV� FDQ� EH� H[SODLQHG� E\� YDULDELOLW\� LQ�VWDNHKROGHU� LPSRUWDQFH�DFURVV�ILUPV����7KXV��WKHVH�UHVXOWV�VXJJHVW�WKH�H[LVWHQFH�RI�D�JHQHUDO�DVVRFLDWLRQ� EHWZHHQ� VWDNHKROGHU� LPSRUWDQFH� DQG� &('� DFURVV� ILUPV�� ZLWK� WKRVH� FRPSDQLHV�ZKLFK�SHUFHLYH�VWDNHKROGHUV� WR�EH�PRUH�LPSRUWDQW�GLVFORVLQJ�PRUH�&('��FRPSDUHG�WR�RWKHU�FRPSDQLHV����LL� ,QGLYLGXDO�VWDNHKROGHU�JURXSV7KH�UHVXOWV�SUHVHQWHG�DERYH��KRZHYHU��GR�QRW�H[SORUH�WKH�LQIOXHQFH�RI�LQGLYLGXDO VWDNHKROGHU�JURXSV� RQ� &('�� 5HFHQW� HYLGHQFH� SURYLGHG� E\�:LOPKXUVW� DQG� )URVW� �������� IRU� H[DPSOH��RIIHUV� VRPH� VXSSRUW� IRU� WKH� FRQWHQWLRQ� WKDW�PDQDJHPHQW� WDNHV� LQWR� DFFRXQW� WKH� SHUFHLYHG��UHODWLYH� LPSRUWDQFH� RI� GLIIHUHQW� VWDNHKROGHU� JURXSV� ZKHQ� FRQVLGHULQJ� ZKDW� HQYLURQPHQWDO�GLVFORVXUH� WR� SURYLGH� LQ� WKH� DQQXDO� UHSRUW��7KH� VSHFLILF� LQIOXHQFH� RI� VWDNHKROGHU� JURXSV� RQ�&('�ZDV� WKHUHIRUH� H[SORUHG� E\� WHVWLQJ� WKH� DVVRFLDWLRQ� EHWZHHQ� GLIIHUHQFHV� LQ� WKH� UHODWLYH�LPSRUWDQFH�DWWDFKHG�WR�LQGLYLGXDO�VWDNHKROGHU�JURXSV�DQG�YDULDWLRQV�LQ�YROXPH�RI�&('�DFURVV�ILUPV�� )RU� WKHVH� SXUSRVHV�� D� VHULHV� RI� VHSDUDWH� UHJUHVVLRQV� ZDV� UXQ� XVLQJ� WKH� XQLYDULDWH�DQDO\VLV�RI�YDULDQFH��81,$129$��WHVW�WR�UHJUHVV�WKH�GLVFORVXUH�YDULDEOH�³7RWDO�&('´�RQ�WKHLPSRUWDQFH� UDWLQJV�RI�HDFK�VWDNHKROGHU�JURXS�IRU� WKH����FRPSDQLHV�ZKLFK�SURYLGHG�XVHDEOH�UHVSRQVHV��7KH�UHVXOWV�RI�HDFK�UHJUHVVLRQ�DUH�VXPPDULVHG�LQ�7DEOH������EHORZ���$V�VKRZQ�LQ�7DEOH�������DOO�RI�WKH�UHJUHVVLRQ�FRHIILFLHQWV�DUH�JUHDWHU�WKDQ�]HUR��LQGLFDWLQJ�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�VWDNHKROGHU�LPSRUWDQFH�DQG�HQYLURQPHQWDO�GLVFORVXUH�LQ�WKH�FDVH�RI�HDFK�RI�WKH����VWDNHKROGHU�JURXSV��+RZHYHU��RQO\�VRPH�RI�WKH�UHJUHVVLRQ�FRHIILFLHQWV�DUH�VLJQLILFDQW�� WKDW� LQ� WKH� FDVH� RI� VKDUHKROGHUV� EHLQJ� RI� VXFK� VL]H� DV� WR� VXJJHVW� DOPRVW� QR�FRUUHODWLRQ�� ,Q� WKH� FDVH� RI� VHYHQ� VWDNHKROGHU� JURXSV� WKLV� DVVRFLDWLRQ� ZDV� VKRZQ� WR� EH�VWDWLVWLFDOO\�VLJQLILFDQW��DW���SHU�FHQW���7KH�UHVXOWV�SUHVHQWHG�LQ�7DEOH������LQGLFDWH�D�SRVVLEOH�VSHFLILF LQIOXHQFH�RI�VWDNHKROGHU�LPSRUWDQFH RQ�&('��L�H��DQ�LQIOXHQFH�DWWULEXWDEOH�WR�VSHFLILF�LQGLYLGXDO�VWDNHKROGHU�JURXSV��VRPH�JURXSV�EHLQJ�PRUH�LQIOXHQWLDO�WKDQ�RWKHUV��+RZHYHU��WKLV�VSHFLILF� HIIHFW� PD\� EH� RYHUVKDGRZHG� E\� D� JHQHUDO HIIHFW�� DV� HYLGHQFHG� E\� WKH� UHVXOWV�SUHVHQWHG� LQ� 7DEOH� ����� DERYH�� ,Q� RWKHU� ZRUGV�� ZKLOVW� VRPH� LQGLYLGXDO� VWDNHKROGHU� JURXSV�PD\� LQIOXHQFH� WKH� YROXPH�RI�&('�� WKHUH�PD\�EH� D� JHQHUDO� µVWDNHKROGHU� LPSRUWDQFH¶� HIIHFW�EDVHG� RQ� WKH� SHUFHSWLRQV� RI�PDQDJHPHQW� LQ� UHODWLRQ� WR� VWDNHKROGHUV� DV� D�ZKROH�� 7KH� ODWWHU�LPSOLHV� WKDW� LI FRPSDQ\�$�SHUFHLYHV�VWDNHKROGHU�JURXS���WR�EH�PRUH�LPSRUWDQW�FRPSDUHG�WR�WKH�SHUFHSWLRQV�RI�FRPSDQ\�%�� WKHQ�FRPSDQ\�$� LV�DOVR�PRUH� OLNHO\� WR�SHUFHLYH�VWDNHKROGHU�JURXS���WR�EH�PRUH�LPSRUWDQW�FRPSDUHG�WR�FRPSDQ\�%��7KH�GDWD�SUHVHQWHG�LQ�7DEOHV������DQG������GR�QRW�SHUPLW�DQ�HYDOXDWLRQ�RI�WKH�H[WHQW�WR�ZKLFK�WKH�UHSRUWHG�DVVRFLDWLRQV�ZLWK�&('�DUH� DWWULEXWDEOH� WR� WKHVH� VSHFLILF� DQG� JHQHUDO� LQIOXHQFHV�� UHVSHFWLYHO\��$� UHOLDELOLW\� WHVW�ZDV�WKHUHIRUH� SHUIRUPHG�� EDVHG� RQ� WKH� UHVSRQVHV� RI� WKH� ��� FRPSDQLHV� WR� TXHVWLRQ� �� RI� WKH�TXHVWLRQQDLUH�IRU�DOO�VWDNHKROGHU�JURXSV��WR�PHDVXUH�WKH�H[WHQW�RI�LQWHU�LWHP�FRUUHODWLRQ����7KH�UHVXOWLQJ� UHOLDELOLW\� FRHIILFLHQW� �$OSKD�� RI� ����� LQGLFDWHV� D� KLJK� GHJUHH� RI� LQWHU�LWHP�FRUUHODWLRQ�DPRQJVW�WKH����FRPSDQLHV��7KLV�VXJJHVWV�WKDW�WKH�JHQHUDO�VWDNHKROGHU�LPSRUWDQFH�HIIHFW�LV�VWURQJHU�WKDQ�WKH�VSHFLILF�VWDNHKROGHU�LPSRUWDQFH�HIIHFW��DOWKRXJK�LW�LV�HYLGHQW�IURP�ORRNLQJ�DW�WKH�EHWDV�WKDW�WKHUH�DUH�GLIIHUHQFHV��7DEOH�������
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7DEOH�����$VVRFLDWLRQ�EHWZHHQ�VWDNHKROGHU�LPSRUWDQFH��LQGLYLGXDO�JURXSV��DQG�WRWDO�&('�������RQO\��Q� �����VHSDUDWH�UHJUHVVLRQV�6WDNHKROGHU�JURXS 5HJUHVVLRQ�&RHIILFLHQW��%HWD� W�VWDWLVWLF S�YDOXH6KDUHKROGHUV ������� ����� �����1RQ�SDUWLFLSDWRU\�RZQHUV�	�OHQGHUV ������� ����� �����(PSOR\HHV ������� ����� �����7UDGH�&UHGLWRUV�	�6XSSOLHUV ������� ����� �����&XVWRPHUV�DQG�&RQVXPHUV ������� ����� �����,QGXVWU\�	�WUDGH�DVVRFLDWLRQV ������� ����� �����3XEOLF�DXWKRULWLHV ������� ����� �����1HLJKERXUV�DQG�ORFDO�FRPPXQLWLHV ������� ����� �������7KH�0HGLD ������� ����� �����(QYLURQPHQWDO�RUJDQL]DWLRQV ������� ����� �����2WKHU�SUHVVXUH�JURXSV�DQG�1*2V ������� ����� �����6FLHQFH�DQG�HGXFDWLRQ ������� ����� �����
1RWHV��7KLV� WDEOH�VKRZV�� IRU�HDFK�UHJUHVVLRQ�� WKH�YDOXH�IRU� WKH� UHJUHVVLRQ�FRHIILFLHQW��W�VWDWLVWLF�DQG�S�YDOXH�RI�HQYLURQPHQWDO�GLVFORVXUH��³7RWDO�&('´��IRU�\HDU������RQO\�ZKHQ�UXQ�DJDLQVW�YDOXHV�RI�WKH�LPSRUWDQFH�UDWLQJ�RI�HDFK VWDNHKROGHU� JURXS� IRU� WKH� ��� FRPSDQLHV�ZKLFK� FRPSOHWHG� WKH� TXHVWLRQQDLUH�� XVLQJ�81,$129$��$OO�S�YDOXHV� DUH� RQH�WDLOHG� SUREDELOLWLHV�� 7KH� UHJUHVVLRQ� FRHIILFLHQW� ������ LQGLFDWHV� WKH� GLUHFWLRQ� RI� WKH� UHODWLRQVKLS��ZKHUH�³�´� LQGLFDWHV�D�SRVLWLYH�DVVRFLDWLRQ��$OO� WHVWV�ZHUH� UXQ�DJDLQVW� WUDQVIRUPHG�YDOXHV� IRU�&('��6LJQLILFDQW��DW�����S�YDOXHV�DUH�VKRZQ�LQ�EROG�7KH�UHVXOWV�SUHVHQWHG�LQ�7DEOH�������ZKHQ�FRPSDUHG�WR�WKH�UDQNLQJV�RI�VWDNHKROGHU�JURXSV�DV�SURYLGHG� LQ� 7DEOH� ���� DERYH� DSSHDU�� SULPD� IDFLH�� FRQWUDGLFWRU\�� 7KH� PRUH� LPSRUWDQW�VWDNHKROGHU�JURXSV�LQ�UHODWLRQ�WR�WKH�ILUP¶V�EXVLQHVV�DV�D�ZKROH���L�H��VKDUHKROGHUV��DSSHDU�WR�KDYH� OLWWOH� RU� QR� DVVRFLDWLRQ� ZLWK� YDULDWLRQV� LQ� WKH� OHYHO� RI� HQYLURQPHQWDO� GLVFORVXUH��&RQYHUVHO\�� WKRVH� VWDNHKROGHU�JURXSV�ZKLFK� DUH� UDQNHG� ORZHU�GRZQ� LQ�RUGHU�RI� LPSRUWDQFH��H�J�� HQYLURQPHQWDO� JURXSV�� DSSHDU� PXFK� PRUH� VWURQJO\� DVVRFLDWHG� ZLWK� YDULDWLRQV� RI�HQYLURQPHQWDO� GLVFORVXUH� DFURVV� ILUPV���� 2QH� SRVVLEOH� LQWHUSUHWDWLRQ� LV� WKDW� ZKLOVW� WKH�SHUFHLYHG�LPSRUWDQFH�RI�GLIIHUHQW�VWDNHKROGHU�JURXSV�YDULHV�ZLWKLQ�ILUPV��WKHVH�GLIIHUHQFHV�GR�QRW� VLJQLILFDQWO\� LQIOXHQFH� &('�� ,Q� RWKHU� ZRUGV�� &('� LV� LQIOXHQFHG� PRUH� VWURQJO\� E\� D�JHQHUDO� SHUFHSWLRQ� RI� VWDNHKROGHU� LPSRUWDQFH� FRPSDUHG� WR� WKH� UHODWLYH� LPSRUWDQFH� RI�LQGLYLGXDO� VWDNHKROGHU� JURXSV�� )XUWKHU� DQDO\VLV� RI� WKH� SRVVLEOH� LQIOXHQFH� RI� VWDNHKROGHU�JURXSV�RQ�&('�LV�SURYLGHG�LQ�7DEOHV������DQG������EHORZ�7DEOH� ����� VXPPDULVHV� WKH� UHVXOWV� RI� DQ� $129$� WHVW� UXQ� DJDLQVW� WKH� YROXPH� RI�HQYLURQPHQWDO�GLVFORVXUH�IRU������RQO\��XVLQJ�WKH�UHVSRQVHV�RI�WKH����FRPSDQLHV�LQ�UHODWLRQ�WR�µVWDNHKROGHU�LPSRUWDQFH¶�DQG�µH[WHQW�RI�GLUHFW�HQJDJHPHQW¶��UHVSHFWLYHO\��)RU�WKLV�WHVW��WKH�DFWXDO�YDOXHV�JLYHQ�E\�HDFK�UHVSRQGHQW�LQ�UHODWLRQ�WR�DOO����VWDNHKROGHU�JURXSV�ZHUH�HQWHUHG�DV�VHSDUDWH�FRYDULDWHV��3DQHO�$�RI�7DEOH������SURYLGHV�VXPPDU\�VWDWLVWLFV�IRU�WKH�PRGHO�DV�D�ZKROH�ZKLOH�3DQHO�%�SURYLGHV�GHWDLOV�RI�WKH�UHJUHVVLRQ�FRHIILFLHQWV�DQG�SUREDELOLWLHV�IRU�HDFK�VWDNHKROGHU�JURXS��)RU�WKH�PRGHO�DV�D�ZKROH��WKH�YDOXHV�UHSRUWHG�LQ�3DQHO�$�SURYLGH�IXUWKHU�VXSSRUW�IRU�WKH�DOWHUQDWLYH�K\SRWKHVLV�XQGHU�+� �VHH�DERYH���WKH�)�YDOXHV�LQGLFDWLQJ�D�SRVLWLYH�DVVRFLDWLRQ�DQG� WKH�S�YDOXHV�EHLQJ�VWDWLVWLFDOO\ VLJQLILFDQW� �DW���SHU�FHQW�� LQ�ERWK�FDVHV��7KH�DGMXVWHG�5�VTXDUHG�YDOXHV�RI������IRU�µVWDNHKROGHU�LPSRUWDQFH¶�DQG������IRU�µH[WHQW�RI�GLUHFW�
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VWDNHKROGHU� HQJDJHPHQW¶�� UHVSHFWLYHO\�� VXJJHVW� WKDW� WKLV� YDULDEOH� PD\� DFFRXQW� IRU� D�VLJQLILFDQW� SURSRUWLRQ� RI� WKH� YDULDELOLW\� LQ� HQYLURQPHQWDO� GLVFORVXUH� DFURVV� %HQHOX[� DQG�*HUPDQ�FRPSDQLHV����7KH�UHJUHVVLRQ�FRHIILFLHQWV��3DQHO�%�RI�7DEOH�������LQ�UHODWLRQ�WR�HDFK�VWDNHKROGHU�JURXS�YDU\�LQ�VL]H�DQG�GLUHFWLRQ��VXSSRUWLQJ�WKH�YLHZSRLQW�WKDW�WKHVH�VWDNHKROGHU�JURXSV�DUH�QRW�SHUFHLYHG�E\�PDQDJHPHQW�DV�KRPRJHQHRXV���
7DEOH�����$VVRFLDWLRQ�EHWZHHQ�OHYHOV�RI�VWDNHKROGHU�LPSRUWDQFH�VWDNHKROGHU�HQJDJHPHQW�DQG�WRWDO�&('��������RQO\��Q� ����6WDNHKROGHU�JURXS 6WDNHKROGHU�LPSRUWDQFH 6WDNHKROGHU�HQJDJHPHQW
3DQHO�$�� 0RGHO�6XPPDU\ )�VWDWLVWLF S�YDOXH $GMXVWHG�5�VTXDUHG )�VWDWLVWLF S�YDOXH $GMXVWHG�5�VTXDUHG

����� ����� ����� ����� ����� �����
3DQHO�%�± &RHIILFLHQWV 5HJUHVVLRQ�&RHIILFLHQW��%HWD�

W�VWDWLVWLF S�YDOXH 5HJUHVVLRQ�&RHIILFLHQW��%HWD�
W�VWDWLVWLF S�YDOXH

6KDUHKROGHUV � ����� � ����� ����� ������� ����� �����1RQ�SDUWLFLSDWRU\�RZQHUV�	�OHQGHUV ������� ����� ����� � ����� � ����� �����
(PSOR\HHV ������� ����� ����� ������� � ����� �����7UDGH�&UHGLWRUV�	�6XSSOLHUV ������� ����� ����� � ����� � ����� �����
&XVWRPHUV�DQG�&RQVXPHUV � ����� � ����� ����� � ����� � ����� �����
,QGXVWU\�	�WUDGH�DVVRFLDWLRQV � ����� � ����� ����� � ����� � ����� �����
3XEOLF�DXWKRULWLHV � ����� � ����� ����� ������� ����� �����1HLJKERXUV�DQG�ORFDO�FRPPXQLWLHV ������� ����� ����� ������� ����� �����
7KH�0HGLD ������� ����� ����� ������� ����� �����(QYLURQPHQWDO�RUJDQL]DWLRQV � ����� � ����� ����� ������� ����� �����
2WKHU�SUHVVXUH�JURXSV�DQG�1*2V � ����� � ����� ����� ������� ����� �����
6FLHQFH�DQG�HGXFDWLRQ ������� ����� ����� ������� ����� �����

1RWHV�� 7KLV� WDEOH� VKRZV� WKH�)� DQG� W�VWDWLVWLFV� DQG�S�YDOXHV� IRU� WKH� UHJUHVVLRQ� FRHIILFLHQW� RI� HQYLURQPHQWDO�GLVFORVXUH��³7RWDO�&('´��\HDU������RQO\�IRU�WKH�PRGHO�DQG�IRU�HDFK�VWDNHKROGHU�JURXS�UXQ�ZKHQ�UXQ�DJDLQVW�WKH���� UHVSRQGHQWV¶� UDWLQJV� IRU� µLPSRUWDQFH¶� DQG� µH[WHQW�RI�HQJDJHPHQW¶�� UHVSHFWLYHO\��XVLQJ�DQDO\VLV�RI�YDULDQFHV��$129$���5HJUHVVLRQ�FRHIILFLHQWV�������LQGLFDWH�WKH�GLUHFWLRQ�RI�WKH�UHODWLRQVKLS��ZKHUH�³�´�LQGLFDWHV�D�SRVLWLYH�DVVRFLDWLRQ�DQG�³�´�D�QHJDWLYH�DVVRFLDWLRQ��$OO�S�YDOXHV�DUH�RQH�WDLOHG�SUREDELOLWLHV��6LJQLILFDQW��DW�����S�YDOXHV�DUH�VKRZQ�LQ�EROG��$OO�WHVWV�ZHUH�UXQ�DJDLQVW�WUDQVIRUPHG�YDOXHV�IRU�&('�



$VVRFLDWLRQV�EHWZHHQ�GLYHUVH�YDULDEOHV�DQG�&('

���

7DEOH� ����� EHORZ� VXPPDULVHV� WKH� UHVSRQVHV� IRU� WKH� VDPSOH� RI� %HQHOX[ DQG� *HUPDQ�FRPSDQLHV�DQG�WKH�ZLGHU�VDPSOH�RI�(XURSHDQ�FRPSDQLHV��UHVSHFWLYHO\��WR�TXHVWLRQ����RI�WKH�TXHVWLRQQDLUH�WR�FRPSDQLHV��7KLV�TXHVWLRQ�DVNHG�UHVSRQGHQWV�WR�LQGLFDWH�WKH�H[WHQW�WR�ZKLFK�WKHLU�ILUP¶V�YROXQWDU\�FRPPXQLFDWLRQ�RI�HQYLURQPHQWDO� LQIRUPDWLRQ�LV�DLPHG�DW�PHHWLQJ�WKH�QHHGV�DQG�RU�LQWHUHVWV�RI�WKH����GLIIHUHQW�VWDNHKROGHU�JURXSV�OLVWHG�WKHUHLQ��XVLQJ�D�UDQN�RUGHU�ILYH�SRLQW�/LNHUW�VFDOH��ZKHUH��� �YHU\�OLWWOH�DQG��� �VLJQLILFDQW��7KHVH����VWDNHKROGHU�JURXSV�PLUURU� WKRVH�UHIHUUHG�WR�SUHYLRXVO\ H[FHSW�IRU�WKH�LQFOXVLRQ�RQ�WKLV�RFFDVLRQ�RI�PDQDJHPHQW�DV� D� VSHFLILF� VWDNHKROGHU� JURXS���� 5DQNLQJV� DUH� SUHVHQWHG� WR� SURYLGH� DQ� LQGLFDWLRQ� RI� WKH�UHODWLYH�SULRULW\�RI� VWDNHKROGHUV� LQ� WKLV� FRQWH[W��7KH� ILJXUHV� UHODWLQJ� WR� WKH�ZLGHU� VDPSOH�RI�(XURSHDQ�FRPSDQLHV��ZKLFK�LQFOXGHV�WKH�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV��VHUYH�WR�LQGLFDWH�KRZ� WKH� VDPSOH� RI� %HQHOX[� DQG� *HUPDQ� FRPSDQLHV� FRPSDUHV� WR� D� PRUH� UHSUHVHQWDWLYH�VDPSOH�RI�(XURSHDQ�FRPSDQLHV���
7DEOH�����([WHQW�WR�ZKLFK�WKH�ILUP¶V�YROXQWDU\�FRPPXQLFDWLRQ�RI�HQYLURQPHQWDO�LQIRUPDWLRQ�LV�DLPHG�DW�VWDNHKROGHUV6WDNHKROGHU�JURXS %HQHOX[�DQG�*HUPDQ�FRPSDQLHV��Q� ���� (XURSHDQ�FRPSDQLHV��Q� ����

0HDQ 6WG�'HY 5DQNLQJ 0HDQ 6WG�'HY 5DQNLQJ(PSOR\HHV� ���� ����� � ���� ����� �3XEOLF�DXWKRULWLHV ���� ����� � ���� ����� �0DQDJHPHQW ���� ����� � ���� ����� �&XVWRPHUV�	�&RQVXPHUV ���� ����� � ���� ����� �7KH�0HGLD� ���� ����� � ���� ����� �(1*2V ���� ����� � ���� ����� �1HLJKERXUV�	�ORFDO�FRPPXQ� ���� ����� � ���� ����� �6KDUHKROGHUV ���� ����� � ���� ����� �,QGXVWU\�	�7UDGH�$VVRFLDWLRQV ���� ����� � ���� ����� ��6FLHQFH�DQG�HGXFDWLRQ ���� ����� �� ���� ����� ��7UDGH�&UHGLWRUV�DQG�6XSSOLHUV ���� ����� �� ���� ����� �2WKHU�SUHVVXUH�JURXSV�	�1*2V ���� ����� �� ���� ����� ��1RQ�SDUW��RZQHUV�DQG�OHQGHUV ���� ����� �� ���� ����� ��
1RWHV�� 7KLV� WDEOH� VKRZV� WKH� PHDQV� VFRUHV� DQG� UHVXOWDQW� UDQNLQJV� IRU� H[WHQW� WR� ZKLFK� WKH� ILUPV¶ YROXQWDU\�FRPPXQLFDWLRQ� RI� HQYLURQPHQWDO� LQIRUPDWLRQ� LV� DLPHG� DW� GLIIHUHQW� VWDNHKROGHU� JURXSV��:KHUH��PHDQ�  �PHDQ�VFRUH�EDVHG�RQ�UHVSRQVHV�WR�D�PDLOHG�TXHVWLRQQDLUH�LQ�ZKLFK�UHVSRQGHQWV�ZHUH�DVNHG�WR�VFRUH�WKHLU�UHVSRQVHV�RQ�WKH� EDVLV� RI� D� UDQN�RUGHU� ILYH�SRLQW� /LNHUW� VFDOH�� 6WG�'HY�  � 6WDQGDUG� GHYLDWLRQ�� 5DQNLQJV� UHSUHVHQW� D� VLPSOH�LQWHJUDO� RUGHULQJ� RI� VWDNHKROGHU� JURXSV� DFFRUGLQJ� WR� WKHLU� PHDQ� VFRUHV� LQ� HDFK� FDVH�� WKH� KLJKHVW� PHDQ� VFRUH�EHLQJ�DFFRUGHG�D�UDQNLQJ�RI�RQH��WKH�VHFRQG�KLJKHVW�PHDQ�VFRUH�D�UDQNLQJ�RI�WZR��DQG�VR�RQ�7DEOH������LV�SDUWLFXODUO\�LQVWUXFWLYH�LQ�WHUPV�RI�ZKDW�LW�UHYHDOV�DERXW�WKH�WDUJHWHG�VWDNHKROGHU�JURXSV�� %DVHG� RQ� WKHVH� UHVXOWV�� HQYLURQPHQWDO� GLVFORVXUH� ZRXOG� DSSHDU� WR� EH� WDUJHWHG� DW�HPSOR\HHV��SXEOLF�DXWKRULWLHV�DQG�WKH�PDQDJHPHQW�LWVHOI��&RQYHUVHO\��VXFK�GLVFORVXUHV�ZRXOG�QRW� DSSHDU� WR� EH� WDUJHWHG� DW� WUDGH� FUHGLWRUV� DQG� VXSSOLHUV�� SUHVVXUH� JURXSV� DQG�1*26�� DQG�QRQ�SDUWLFLSDWRU\� RZQHUV� DQG� OHQGHUV�� 7KHVH� ILQGLQJV� DUH� EURDGO\� FRQVLVWHQW� ZLWK� WKRVH� RI�6SHQFHU�&RRNH� �������ZKR� IRXQG� HPSOR\HHV�� VKDUHKROGHUV� DQG�SXEOLF� DXWKRULWLHV� WR�EH� WKH�
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PRVW� LPSRUWDQW� WDUJHW� DXGLHQFHV� IRU� HQYLURQPHQWDO� LQIRUPDWLRQ� SURYLGHG� E\� ILUPV�� ZKLOVW�ILQDQFLDO�DQDO\VWV�ZHUH�QRW�YLHZHG�DV�D�SULRULW\�DXGLHQFH����7R�DVVHVV�ZKHWKHU�GLIIHUHQFHV�LQ�WKH� H[WHQW� RI� YROXQWDU\� FRPPXQLFDWLRQ� RI� HQYLURQPHQWDO� LQIRUPDWLRQ� EHWZHHQ� WKH� GLIIHUHQW�VWDNHKROGHU� JURXSV� DUH� VWDWLVWLFDOO\� VLJQLILFDQW�� D�0$129$� WHVW� XQGHU� WKH� *HQHUDO� /LQHDU�0RGHO� �*/0�� 5HSHDWHG� 0HDVXUHV� SURFHGXUH� �1RUXVLV� DQG� 6366�� ������ ZDV� UXQ� IRU� WKH�VDPSOH�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV����7KLV�UHJUHVVLRQ�KDG�D�)�VWDWLVWLF�RI�������DQG�D�S�YDOXH�RI���������XQGHU�ERWK�WKH�3LOODL¶V�7UDFH�DQG�:LONV¶�/DPEGD�PXOWLYDULDWH�WHVWV��1RUXVLV�DQG� 6366�� ������� LQGLFDWLQJ� WKDW� YDULDWLRQV� LQ� PDQDJHPHQW¶V� YROXQWDU\� FRPPXQLFDWLRQ� RI�HQYLURQPHQWDO�LQIRUPDWLRQ�WR�VWDNHKROGHU�JURXSV�LV�VWDWLVWLFDOO\�VLJQLILFDQW��DW���SHU�FHQW���$�IXUWKHU� WHVW�ZDV� SHUIRUPHG� WR WHVW� WKH� VWUHQJWK� RI� WKH� DVVRFLDWLRQ�EHWZHHQ� WKH�RYHUDOO�PHDQ�YDOXHV�RI�WKH����FRPSDQLHV¶�UHVSRQVHV�RQ�FRPPXQLFDWLRQ�RI�HQYLURQPHQWDO�LQIRUPDWLRQ�DQG�HQYLURQPHQWDO� GLVFORVXUH�� WKH� K\SRWKHVLV� EHLQJ� WKDW� WKHUH� ZRXOG� EH� D� SRVLWLYH� DVVRFLDWLRQ�EHWZHHQ�WKH�WZR��7KH�UHVXOWV�RI�WKH�OLQHDU�UHJUHVVLRQ�DUH�VKRZQ�LQ�7DEOH�������ZLWK�D�W�YDOXH�RI� ������� DQG� D� S�YDOXH� RI� �������� SURYLGLQJ� HYLGHQFH� RI� D� VWURQJ� SRVLWLYH� FRUUHODWLRQ�EHWZHHQ� WKHVH� WZR� YDULDEOHV�� 7KH� ODWWHU� UHVXOWV� DSSHDU� WR� UHLQIRUFH� WKH� JHQHUDO� VWDNHKROGHU�LPSRUWDQFH� K\SRWKHVLV�� L�H�� HYHQ� WKRXJK� WKHUH� DUH� VLJQLILFDQW�LQWUD�ILUP GLIIHUHQFHV� LQ� WKH�H[WHQW� WR�ZKLFK� D� ILUP¶V� HQYLURQPHQWDO� GLVFORVXUH�ZDV� GLUHFWHG� DW� WKH�GLIIHUHQW� VWDNHKROGHU�JURXSV�� &('� LV� PRUH� VWURQJO\� LQIOXHQFHG� E\� PDQDJHPHQW¶V� FRQFHUQ� DW� PHHWLQJ� WKH�LQIRUPDWLRQ�QHHGV�RI�VWDNHKROGHU�JURXSV�DV�D�ZKROH�
7DEOH�����$VVRFLDWLRQ�EHWZHHQ�WKH�H[WHQW�WR�ZKLFK�FRPPXQLFDWLRQ�RI�HQYLURQPHQWDO�LQIRUPDWLRQ�LV�LQWHQGHG�WR�PHHW�VWDNHKROGHUV¶�QHHGV�DQG�RU�LQWHUHVWV�DQG�WRWDO�&('�������RQO\��Q� ����6WDNHKROGHU�JURXS 5HJUHVVLRQ�&RHIILFLHQW�6WDQGDUGL]HG� �%HWD�� W�VWDWLVWLF S�YDOXH $GMXVWHG�5�VTXDUHG
$OO�VWDNHKROGHUV�FROOHFWLYHO\ ������� ����� ������ �����1RWHV��7KLV WDEOH�VKRZV�WKH�YDOXH�IRU�WKH�UHJUHVVLRQ�FRHIILFLHQW��W�VWDWLVWLF��S�YDOXH��RQH�WDLOHG�SUREDELOLWLHV��DQG�DGMXVWHG�5�VTXDUHG�IRU�HQYLURQPHQWDO�GLVFORVXUH��³7RWDO�&('´��IRU������RQO\�ZKHQ�UXQ�DJDLQVW�PHDQ�YDOXHV�IRU�WKH�H[WHQW�WR�ZKLFK�FRPPXQLFDWLRQ�RI�HQYLURQPHQWDO�LQIRUPDWLRQ�LV�LQWHQGHG�WR�PHHW�VWDNHKROGHUV¶�QHHGV�DQG�RU�LQWHUHVWV�DV�D�ZKROH�IRU�WKH����FRPSDQLHV�ZKLFK�FRPSOHWHG�WKH�TXHVWLRQQDLUH�XVLQJ�OLQHDU�UHJUHVVLRQ��$129$���7KH�UHJUHVVLRQ�FRHIILFLHQW�LQGLFDWHV�WKH�GLUHFWLRQ�RI�WKH�UHODWLRQVKLS��ZKHUH�³�´�LQGLFDWHV�D�SRVLWLYH�DVVRFLDWLRQ��$OO�WHVWV�ZHUH�UXQ�DJDLQVW�WUDQVIRUPHG�YDOXHV�IRU�&('�LLL�&OXVWHUV�RI�VWDNHKROGHU�JURXSV7KH�WKLUG�DQG�ILQDO�DSSURDFK�WR�LQYHVWLJDWLQJ�WKH�DVVRFLDWLRQ�EHWZHHQ�YDULDWLRQV�LQ�LPSRUWDQFH�DWWDFKHG�WR�VWDNHKROGHUV�DQG�YDULDWLRQV�LQ�WKH�YROXPH�RI�&('�LQYROYHV�ORRNLQJ�DW�³FOXVWHUV´�RI� VWDNHKROGHU�JURXSV�UDWKHU� WKDQ�VXFK�JURXSV� LQGLYLGXDOO\�RU�DV�D�ZKROH��³&OXVWHUV´� LQ� WKLV�FRQWH[W� UHIHUV� WR� WKH� JURXSLQJ� WRJHWKHU� RI� VHYHUDO� GLIIHUHQW� VWDNHKROGHU� JURXSV� DQG� WUHDWLQJ�WKHP� DV� RQH� IRU� WKH� SXUSRVHV� RI� HPSLULFDO� DQDO\VLV�� $OWKRXJK� WKH� LGHQWLILFDWLRQ� RI� VXFK�³FOXVWHUV´� LV VWLOO� YHU\�PXFK� XQGHU�UHVHDUFKHG�ZLWKLQ� WKH� VWDNHKROGHU� WKHRU\� OLWHUDWXUH�� RQH�SRVVLEOH� DSSURDFK� LV� WR�XVH� WKH�GDWD�SURYLGHG� LQ�7DEOH�����DERYH�ZKHUH� VWDNHKROGHU�JURXSV�ZHUH� UDQNHG� E\� UHVSRQGHQW� FRPSDQLHV� LQ� UHODWLRQ� WR� WKHLU� LPSRUWDQFH� WR� WKH� JRDOV� RI� WKH�RUJDQL]DWLRQ�DV�D�ZKROH��7KLV�DSSURDFK�SHUPLWV�DQ�LQYHVWLJDWLRQ�RI�WKH�GLVFORVXUH�VWDNHKROGHU�LPSRUWDQFH� UHODWLRQVKLS� DPRQJVW� VWDNHKROGHU� JURXSV� WKDW� DUH� SHUFHLYHG� DV� EHLQJ� RI� PRUH�HTXDO�LPSRUWDQFH�LQ�UHODWLRQ�WR�WKH�ILUP¶V�EXVLQHVV�DV�D�ZKROH��%DVHG�RQ�WKH�UHVSHFWLYH�VFRUHV�
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XQGHU�WKH�UDQN�RUGHU�/LNHUW�VFDOH��FRQVLVWLQJ�RI�ILYH�SRLQWV�UDQJLQJ�IURP�QRW�YHU\�LPSRUWDQW�WR�YHU\� LPSRUWDQW� �VHH�7DEOH� ���� DERYH��� WKH� ��� VWDNHKROGHU� JURXSV�ZHUH� FRPELQHG� LQWR� WKUHH�FOXVWHUV�DV�IROORZV�x µ0RVW�LPSRUWDQW¶�VWDNHKROGHU JURXSV��KDYLQJ�D�PHDQ�VFRUH�EHWZHHQ������DQG������� �VKDUHKROGHUV��HPSOR\HHV��FXVWRPHUV�DQG�FRQVXPHUV��SXEOLF�DXWKRULWLHV�x µ,PSRUWDQW¶� VWDNHKROGHU� JURXSV� �PHDQ� VFRUH� EHWZHHQ� ����� DQG� ������  � WKH�PHGLD��WUDGH�FUHGLWRUV�DQG�VXSSOLHUV��QHLJKERXUV�DQG�ORFDO�FRPPXQLWLHV��LQGXVWU\�DQG�WUDGH�DVVRFLDWLRQV��VFLHQFH�DQG�HGXFDWLRQ��DQG�x µ/HDVW� LPSRUWDQW¶� VWDNHKROGHU�JURXSV� �PHDQ� VFRUH� OHVV� WKDQ������� �HQYLURQPHQWDO�RUJDQL]DWLRQV�� QRQ�SDUWLFLSDWRU\� RZQHUV� DQG� OHQGHUV�� RWKHU� SUHVVXUH� JURXSV� DQG�1*2V�,Q� DGGLWLRQ�� D� IXUWKHU� FOXVWHU� RI� VWDNHKROGHU� JURXSV� ZDV� IRUPHG� WR� H[SORUH� WKH� DVVRFLDWLRQ�EHWZHHQ� WKRVH� VWDNHKROGHU� JURXSV� JHQHUDOO\� SHUFHLYHG� WR� EH� PRVW� FRQFHUQHG� DERXW�HQYLURQPHQWDO� LVVXHV�DQG� WKH�H[WHQW�RI�HQYLURQPHQWDO�GLVFORVXUH��7KHVH�µNH\�HQYLURQPHQWDO�VWDNHKROGHUV¶� FRPSULVHG� IRXU� VWDNHKROGHU� JURXSV�� YL]��� HPSOR\HHV�� QHLJKERXUV� DQG� ORFDO�FRPPXQLWLHV�� HQYLURQPHQWDO� SUHVVXUH� JURXSV� DQG� RWKHU� 1*2V���� $Q� DQDO\VLV� RI� YDULDQFH��$129$�� WHVW�ZDV� SHUIRUPHG�E\� UHJUHVVLQJ� WKH� GLVFORVXUH� YDULDEOH� ³7RWDO�&('´� IRU� �����RQO\� RQ� WKH�PHDQ� LPSRUWDQFH� UDWLQJ� IRU� HDFK� FOXVWHU� LQ� WKH� FDVH� RI� WKH� ��� FRPSDQLHV� WKDW�SURYLGHG�XVHDEOH� UHVSRQVHV��7KH� UHVXOWV�RI�HDFK�VHW�RI� UHJUHVVLRQV�DUH�VXPPDULVHG� LQ�7DEOH������EHORZ��,Q�WKLV�FDVH��WKH�PHDQ�LPSRUWDQFH�UDWLQJ�UHSUHVHQWV�WKH�PHDQ�YDOXH�RI�UHVSRQVHV�RI�HDFK�RI�WKH����FRPSDQLHV�IRU�HDFK�VWDNHKROGHU�FOXVWHU��ZKLFK�ZDV�UHJUHVVHG�DJDLQVW�&('��7KH� UHVXOWV� IRU� DOO� IRXU� VWDNHKROGHU� FOXVWHUV� VXSSRUW� WKH� K\SRWKHVLV� WKDW� YDULDELOLW\� LQ�HQYLURQPHQWDO� GLVFORVXUH� LV� SRVLWLYHO\� DVVRFLDWHG� ZLWK� VWDNHKROGHU� LPSRUWDQFH� DV� WKH�UHJUHVVLRQ� FRHIILFLHQWV� DUH� DOO� SRVLWLYH� DQG� ODUJH�� WKH� W�VWDWLVWLFV� DUH� DOO� ODUJH� DQG� WKH�FRUUHVSRQGLQJ� S�YDOXHV� DUH� VLJQLILFDQW� �DW� �� SHU� FHQW��� 7KH� ODVW� RI� WKH� IRXU� VWDNHKROGHU�µFOXVWHUV¶�� WKDW� RI� µNH\� HQYLURQPHQWDO� VWDNHKROGHUV¶�� SURYLGHV� WKH� VWURQJHVW� VXSSRUW� IRU� WKH�DOWHUQDWLYH�K\SRWKHVLV�ZLWK�D�S�YDOXH�RI�������DQG�DQ�DGMXVWHG�5�VTXDUHG�RI������
7DEOH�����$VVRFLDWLRQ�EHWZHHQ�VWDNHKROGHU�LPSRUWDQFH�DQG�WRWDO�&('�IRU�VWDNHKROGHU�µFOXVWHUV¶�������RQO\��Q� ����6WDNHKROGHU�µFOXVWHU¶ 5HJUHVVLRQ�&RHIILFLHQW��%HWD�� W�VWDWLVWLF S�YDOXH $GMXVWHG�5�VTXDUHG
µ0RVW�LPSRUWDQW¶�VWDNHKROGHUV ������ ����� ����� �����
µ,PSRUWDQW¶�VWDNHKROGHUV ������ ����� ����� �����
µ/HDVW�LPSRUWDQW¶�VWDNHKROGHUV ������ ����� ����� �����
µ.H\�HQYLURQPHQWDO¶�VWDNHKROGHUV ������ ����� ����� �����

1RWHV� 7KLV� WDEOH� VKRZV�� IRU� HDFK� UHJUHVVLRQ�� WKH� YDOXH� IRU� WKH� UHJUHVVLRQ� FRHIILFLHQW��W�VWDWLVWLF��S�YDOXH� DQG�DGMXVWHG�5�VTXDUHG�IRU�HQYLURQPHQWDO�GLVFORVXUH��³7RWDO�&('´��IRU������RQO\�ZKHQ�UXQ�DJDLQVW�PHDQ�YDOXHV�IRU�WKH� LPSRUWDQFH�UDWLQJ�RI�VWDNHKROGHU� µFOXVWHUV¶� IRU� WKH����FRPSDQLHV�ZKLFK�FRPSOHWHG� WKH�TXHVWLRQQDLUH�XVLQJ�$129$�� $OO� S�YDOXHV� DUH� RQH�WDLOHG� SUREDELOLWLHV�� 7KH� UHJUHVVLRQ� FRHIILFLHQW� LQGLFDWHV� WKH� GLUHFWLRQ� RI� WKH�UHODWLRQVKLS��ZKHUH�³�´�LQGLFDWHV�D�SRVLWLYH�DVVRFLDWLRQ��$OO�WHVWV�ZHUH�UXQ�DJDLQVW�WUDQVIRUPHG�YDOXHV�IRU�&('��6LJQLILFDQW��DW�����S�YDOXHV�DUH�VKRZQ�LQ�EROG�
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$W�ILUVW�JODQFH��WKHVH�ODWWHU�VWDWLVWLFV�DSSHDU�WR�FRQWUDGLFW�WKH�DOWHUQDWLYH�K\SRWKHVLV�XQGHU�+��JLYHQ� WKDW� WKH� IRXU� µNH\� HQYLURQPHQWDO� VWDNHKROGHUV¶� �L�H�� HPSOR\HHV�� QHLJKERXUV� DQG� ORFDO�FRPPXQLWLHV�� HQYLURQPHQWDO�RUJDQL]DWLRQV��DQG�RWKHU�SUHVVXUH�JURXSV�DQG�1*2V��KDG�TXLWH�GLIIHUHQW� PHDQ� VFRUHV� DQG� UDQNLQJV� IRU� VWDNHKROGHU� LPSRUWDQFH�� ZLWK� VRPH� RI� WKHVH�VWDNHKROGHU� JURXSV� FRPLQJ� TXLWH� ORZ� GRZQ� LQ� WKH� UDQNLQJV� �7DEOH� ������ 2QH� SRVVLEOH�LQWHUSUHWDWLRQ�LV� WKDW�WKH�GLVFORVXUH�VWDNHKROGHU�LPSRUWDQFH�UHODWLRQVKLS�LV�VHQVLWLYH�WR�VRFLR�SROLWLFDO�LQIOXHQFHV��7R�H[SORUH�WKH�GLVFORVXUH�VWDNHKROGHU�LPSRUWDQFH�UHODWLRQVKLS�IXUWKHU��DQ�DQDO\VLV� RI YDULDQFH� �$129$�� WHVW� ZDV� SHUIRUPHG� E\� UHJUHVVLQJ� WKH� GLVFORVXUH� YDULDEOH�³7RWDO�&('´� IRU������RQO\�RQ� WKH�PHDQ� LPSRUWDQFH� UDWLQJ� �LQ� UHODWLRQ� WR� WKH�EXVLQHVV�DV�D�ZKROH��IRU�D�FOXVWHU�RI�ILYH�VWDNHKROGHU�JURXSV�ZKLFK�PD\�EH�FODVVHG�DV�VRFLR�SROLWLFDO�� L�H���SXEOLF� DXWKRULWLHV�� LQFOXGLQJ� JRYHUQPHQWV� DQG� ORFDO� DXWKRULWLHV�� QHLJKERXUV� DQG� ORFDO�FRPPXQLWLHV�� WKH� PHGLD�� HQYLURQPHQWDO� RUJDQL]DWLRQV�� RWKHU� SUHVVXUH� JURXSV� DQG� 1*2V����7KH�UHVXOWV�RI�WKLV�UHJUHVVLRQ�DUH�VXPPDULVHG�LQ�7DEOH������EHORZ��7KHVH�UHVXOWV�VXJJHVW�WKDW�WKH�GLVFORVXUH�VWDNHKROGHU�LPSRUWDQFH�UHODWLRQVKLS�PD\�LQGHHG�EH�VHQVLWLYH�WR�VRFLR�SROLWLFDO�LQIOXHQFHV�� DV� WKH� UHJUHVVLRQ� FRHIILFLHQW� LV� SRVLWLYH�� WKH� W�VWDWLVWLF� LV� ODUJH� DQG� WKH�FRUUHVSRQGLQJ�S�YDOXH�VLJQLILFDQW��DW���SHU�FHQW��
7DEOH�����$VVRFLDWLRQ�EHWZHHQ�VWDNHKROGHU�LPSRUWDQFH�DQG�WRWDO�&('�IRU�VRFLR�SROLWLFDO�VWDNHKROGHUV�������RQO\��Q� ����5HJUHVVLRQ�&RHIILFLHQW��%HWD�� W�VWDWLVWLF S�YDOXH $GMXVWHG�5�VTXDUHG������ ����� ������� �����
1RWHV� 7KLV�WDEOH�VKRZV�WKH�YDOXH�IRU�WKH�UHJUHVVLRQ�FRHIILFLHQW��W�VWDWLVWLF��S�YDOXH��RQH�WDLOHG�SUREDELOLWLHV��DQG�DGMXVWHG�5�VTXDUHG�IRU�HQYLURQPHQWDO�GLVFORVXUH��³7RWDO�&('´��IRU������RQO\�ZKHQ�UXQ�DJDLQVW�PHDQ�YDOXHV�IRU�WKH�LPSRUWDQFH�UDWLQJ�RI�ILYH�VWDNHKROGHU�JURXSV��L�H��SXEOLF�DXWKRULWLHV��QHLJKERXUV�DQG�ORFDO�FRPPXQLWLHV��WKH�PHGLD��HQYLURQPHQWDO�RUJDQL]DWLRQV��RWKHU�SUHVVXUH�JURXSV�DQG�1*2V��FROOHFWLYHO\��IRU�WKH����FRPSDQLHV�ZKLFK�FRPSOHWHG� WKH� TXHVWLRQQDLUH� XVLQJ� $129$�� 7KH� UHJUHVVLRQ� FRHIILFLHQW� LQGLFDWHV� WKH� GLUHFWLRQ� RI� WKH�UHODWLRQVKLS��ZKHUH�³�´�LQGLFDWHV�D�SRVLWLYH�DVVRFLDWLRQ��$OO�WHVWV�ZHUH�UXQ�DJDLQVW�WUDQVIRUPHG�YDOXHV�IRU�&('������ ,QIOXHQFH�RI�WRS�PDQDJHPHQW8QGHU� WKH� PDQDJHULDO� PRGHO� RI� VWDNHKROGHU� WKHRU\�� LW� LV� DUJXHG� WKDW� PDQDJHPHQW�� DV� RQH�VWDNHKROGHU� JURXS�� DUH� OLNHO\� WR� KDYH� D� NH\� LPSDFW� XSRQ� WKH� FRPSDQ\¶V� HQYLURQPHQWDO�SROLFLHV��SURJUDPPHV��DQG�FRPPXQLFDWLRQV� WR� VRFLHW\��7KH� LQIOXHQFH�RI� WRS�PDQDJHPHQW� LQ�WKH� FRQWH[W� RI� VRFLDO� DQG�HQYLURQPHQWDO� GLVFORVXUH� LV�ZHOO� NQRZQ��)UHHGPDQ�DQG�6WDJOLDQR���������IRU�H[DPSOH��DUJXH�WKDW�DOWKRXJK�LW�LV�SUREDEOH�WKDW�QR�RQH�VLQJOH�PRWLYDWLRQ�XQGHUOLHV�PDQDJHPHQW¶V�GHFLVLRQ�IRU�PDNLQJ�VRFLDO�GLVFORVXUH��VXFK�GLVFORVXUH�LV��IRU�WKH�PRVW�SDUW��D�IXQFWLRQ� RI� WKH� DWWLWXGH� RI� WRS� PDQDJHPHQW� WRZDUGV� LWV� VWDNHKROGHUV�� $Q\� H[SORUDWLRQ� RI�VWDNHKROGHU� WKHRU\� ZRXOG� WKHUHIRUH� EH� GHILFLHQW� ZLWKRXW� DW� OHDVW� FRQVLGHULQJ� WKH� SRVVLEOH�DVVRFLDWLRQ� EHWZHHQ� WKH� LQIOXHQFH� RI� WRS� PDQDJHPHQW� DQG� YDULDWLRQV� LQ� HQYLURQPHQWDO�GLVFORVXUH�� 0HDVXULQJ� WKLV� LQIOXHQFH� REYLRXVO\� FUHDWHV� VRPH� SUREOHPV� JLYHQ� WKDW� QR� RQH�YDULDEOH� LV� OLNHO\� WR� FDSWXUH� WKH� QXPHURXV� ZD\V� LQ� ZKLFK� WRS� PDQDJHPHQW� LQIOXHQFHV� D�FRPSDQ\¶V�HQYLURQPHQWDO�GLVFORVXUH��)RU�H[DPSOH��WKHUH�PD\�EH�FXOWXUDO�LQIOXHQFHV�ZKHUHE\�WRS� PDQDJHPHQW� VHHNV� WR� FUHDWH� D� FXOWXUH� ZLWKLQ� ZKLFK� HPSOR\HHV� DQG� PDQDJHUV� DUH�HQFRXUDJHG� WR� EH� SUR�DFWLYH� RQ� HQYLURQPHQWDO� LVVXHV�� RU� PDQDJHPHQW� PD\� EHFRPH� PRUH�GLUHFWO\�LQYROYHG�LQ�GHFLVLRQV�RQ�ZKDW�HQYLURQPHQWDO�LQIRUPDWLRQ�WR�LQFOXGH�LQ�WKH�FRPSDQ\¶V�
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UHSRUWV�WR�VKDUHKROGHUV�DQG�WKH�ZLGHU�VRFLHW\��VHH��IRU�H[DPSOH��%URSK\��������&UDQH��������6KHOWRQ�DQG�6KRSOH\��������:HOIRUG���������1HYHUWKHOHVV�� RQH� SRVVLEOH� ZD\� RI� H[SORULQJ� WKH� LQIOXHQFH� RI� WRS� PDQDJHPHQW� RQ�HQYLURQPHQWDO�GLVFORVXUH�LV�WR�ORRN�DW�WKH�H[WHQW�WR�ZKLFK�WRS�PDQDJHPHQW�LV�LQYROYHG�LQ�WKH�IRUPXODWLRQ�RI�D�FRPSDQ\¶V�HQYLURQPHQWDO�SROLF\�JLYHQ�WKH�ODWWHU¶V�DGRSWLRQ�LV�RIWHQ�WKH�ILUVW�VWDJH� LQ� DQ� RUJDQL]DWLRQ¶V� V\VWHPDWLF� DQG� VWUXFWXUHG� DSSURDFK� WR� HQYLURQPHQWDO�� KHDOWK� DQG�VDIHW\�LVVXHV��+LEELWW�DQG�.DPS�5RHODQGV���������$V�*UD\�HW�DO� �������KDYH�VWDWHG��7KH�SULPDU\�SUHUHTXLVLWH�IRU�DQ�RUJDQL]DWLRQ�LQWHQGLQJ�WR�WDNH�HQYLURQPHQWDO�PDWWHUV�VHULRXVO\� LV� WKH�GHYHORSPHQW�RI�DQ�HQYLURQPHQWDO�SROLF\��7KLV�ZLOO�«�EH� WKH� SULQFLSDO� VLJQDO� WR� WKH� LQWHUQDO� DQG� H[WHUQDO� VWDNHKROGHUV� RI� WKH�VHULRXVQHVV��RU�RWKHUZLVH��RI�WKH�RUJDQL]DWLRQ¶V�LQWHQWLRQV�ZLWK�UHVSHFW�WR�WKH�HQYLURQPHQW �S�����8VLQJ� WKLV� DV� D� SUR[\� IRU� PDQDJHPHQW¶V� LQIOXHQFH� RQ� D� ILUP¶V� HQYLURQPHQWDO� GLVFORVXUH�VWUDWHJ\�� WKH� K\SRWKHVLV� HPSOR\HG� KHUH� LV� WKDW� WKHUH� LV� D� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ� WKH�H[WHQW� WR� ZKLFK� WRS� PDQDJHPHQW� ZDV� GLUHFWO\� LQYROYHG� LQ� IRUPXODWLQJ� WKH� ILUP¶V�HQYLURQPHQWDO�SROLF\�DQG�HQYLURQPHQWDO�GLVFORVXUH� �+����4XHVWLRQ���RI� WKH�TXHVWLRQQDLUH� WR�FRPSDQLHV�DVNHG�UHVSRQGHQWV� WR�LQGLFDWH�ZKHWKHU� WKH�FRPSDQ\�KDG�DQ�HQYLURQPHQWDO�SROLF\�DW�JURXS��FRPSDQ\�RU�VLWH�OHYHO��7ZHQW\�QLQH�UHVSRQGHQWV��RXW�RI�����LQGLFDWHG�WKDW�WKH�ILUP�KDG�DQ�HQYLURQPHQWDO�SROLF\�DW�HLWKHU�JURXS�RU�FRPSDQ\�OHYHO��RQH�FRPSDQ\�LQGLFDWHG�WKDW�LW�KDG�DQ�HQYLURQPHQWDO�SROLF\�IRU�WKH�PDLQ�SDUW�RI�LWV�EXVLQHVV�RSHUDWLRQV�DQG�WZR�RWKHUV��ERWK�*HUPDQ�EDQNV��LQGLFDWHG�WKHLU�VLJQDWRULHV�WR�81(3¶V�6WDWHPHQW�E\�%DQNV�RQ�WKH�(QYLURQPHQW�DQG� 6XVWDLQDEOH� 'HYHORSPHQW ODXQFKHG� LQ� ������ $� IXUWKHU� TXHVWLRQ� �TXHVWLRQ� ��� DVNHG�UHVSRQGHQWV� WR� LQGLFDWH� WKH� H[WHQW� WR� ZKLFK� YDULRXV� LQWHUQDO� SDUWLHV� DQG� GHSDUWPHQWV��LQFOXGLQJ� WRS� PDQDJHPHQW�� KDG� EHHQ� LQYROYHG� LQ� IRUPXODWLQJ� WKH� ILUP¶V� HQYLURQPHQWDO�SROLF\��XVLQJ�D� ILYH�SRLQW�/LNHUW�VFDOH�ZKHUH��� �YHU\�OLWWOH� LQYROYHPHQW�DQG��� �VLJQLILFDQW�LQYROYHPHQW�� %DVHG� RQ� WKH� UHSOLHV�� DQ� $129$� WHVW� ZDV� SHUIRUPHG� E\� UHJUHVVLQJ� WKH�GLVFORVXUH� YDULDEOH� ³7RWDO� &('´� IRU� ����� RQO\� RQ� WKH� PHDQ� YDOXHV� IRU� WKUHH� VWDNHKROGHU�JURXSV��YL]��� �L�� WKH�&KLHI�([HFXWLYH�2IILFHU� �&(2����LL��7RS�([HFXWLYH�'LUHFWRUV��EHLQJ�WKH�3UHVLGHQW�&KDLUSHUVRQ�� WKH� &(2� DQG� WKH� PDLQ� H[HFXWLYH� ERDUG� RI� GLUHFWRUV�� DQG� �LLL�� 7RS�([HFXWLYH� DQG� 1RQ�([HFXWLYH� 'LUHFWRUV�� 7KH� UHVXOWV� RI� HDFK� VHW� RI� UHJUHVVLRQV� DUH�VXPPDULVHG�LQ�7DEOH������EHORZ�
7DEOH�����$VVRFLDWLRQ�EHWZHHQ�LQYROYHPHQW�RI�WRS�PDQDJHPHQW�LQ�WKH�IRUPXODWLRQ�RI�WKH�FRPSDQ\¶V�HQYLURQPHQWDO�SROLF\�DQG�WRWDO�&('��Q� ����6WDNHKROGHU�JURXS�V� 5HJUHVVLRQ�&RHIILFLHQW��XQVWDQGDUGL]HG�� W�VWDWLVWLF S�YDOXH $GMXVWHG�5�VTXDUHG&KLHI�([HFXWLYH�2IILFHU��&(2� ������ ����� ����� �����7RS�([HFXWLYHV�'LUHFWRUV ������ ����� ����� �����7RS�([HFXWLYH�DQG�1RQ�H[HFXWLYH�'LUHFWRUV ������ ����� ����� �����1RWHV� 7KLV� WDEOH� VKRZV�� IRU� HDFK� UHJUHVVLRQ�� WKH� YDOXH� IRU� WKH� UHJUHVVLRQ� FRHIILFLHQW��W�VWDWLVWLF��S�YDOXH� DQG�DGMXVWHG�5�VTXDUHG�IRU�HQYLURQPHQWDO�GLVFORVXUH��³7RWDO�&('´��IRU������RQO\�ZKHQ�UXQ�DJDLQVW�PHDQ�YDOXHVIRU�WKH� LQYROYHPHQW� RI� HDFK� VWDNHKROGHU� JURXS� VKRZQ� LQ� WKH� IRUPXODWLRQ� RI� WKH� FRPSDQ\¶V� HQYLURQPHQWDO� SROLF\��XVLQJ�$129$��$OO�S�YDOXHV�DUH�RQH�WDLOHG�SUREDELOLWLHV��7KH�UHJUHVVLRQ�FRHIILFLHQW�LQGLFDWHV�WKH�GLUHFWLRQ�RI�WKH�UHODWLRQVKLS��ZKHUH�³�´�LQGLFDWHV�D�SRVLWLYH�DVVRFLDWLRQ��$OO�WHVWV�ZHUH�UXQ�DJDLQVW�WUDQVIRUPHG�YDOXHV�IRU�&('�
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$V�VKRZQ�LQ�WKH�WDEOH��DOWKRXJK�WKH�UHJUHVVLRQ�FRHIILFLHQWV�ZHUH�SRVLWLYH�LQ�HDFK�FDVH��QRQH�RI� UHVXOWV�ZDV�VWDWLVWLFDOO\�VLJQLILFDQW��7KXV�� WKH�QXOO�K\SRWKHVLV�XQGHU�K\SRWKHVLV�+��FDQQRW�EH� UHMHFWHG�� :KLOVW� WRS� PDQDJHPHQW� LV� OLNHO\� WR� EH� LQYROYHG� LQ� IRUPXODWLQJ� D� ILUP¶V�HQYLURQPHQWDO� SROLF\�� WKHVH� UHVXOWV� VXJJHVW� WKDW� VXFK� LQYROYHPHQW� GRHV� QRW� QHFHVVDULO\�LQIOXHQFH� DQ�RUJDQL]DWLRQ¶V� HQYLURQPHQWDO� GLVFORVXUH� VWUDWHJ\�)XUWKHU� UHVHDUFK� LV�QHHGHG� WR�JDLQ�D�EHWWHU�XQGHUVWDQG�WKH�LQIOXHQFH�RI�VHQLRU�PDQDJHPHQW�RQ�D�ILUP¶V�&65�&('�GLVFORVXUH�VWUDWHJ\�LQ�WKLV�FRQWH[W��VHH��IRU�H[DPSOH��&DPSEHOO����������
��� 2UJDQL]DWLRQDO�/HJLWLPDF\�7KHRU\��2/7�$V�VHW�RXW�LQ�&KDSWHU����2/7�SODFHV�WKH�VWXG\�RI�&('�SUHGRPLQDQWO\�ZLWKLQ�D�VRFLR�SROLWLFDOFRQWH[W��GLVWLQJXLVKLQJ�LW�IURP�WKDW�RIIHUHG�E\�WKH�HFRQRPLF OHQV�RI�HFRQRPLF�DJHQF\�WKHRU\��($7�� DQG� WKH� VRFLR�HFRQRPLF OHQV� RI� PDQDJHULDO� VWDNHKROGHU� WKHRU\� �067��� 3XW� VLPSO\��2/7� SRVLWV� WKDW� WKH� VXUYLYDO� RI� WKH� ILUP� GHSHQGV� RQ� WKHUH� EHLQJ� D� SHUFHSWLRQ� DPRQJVW� WKH�ZLGHU� VRFLHW\� WKDW� WKH� YDOXHV� DGRSWHG� E\� WKH� ILUP�PDWFK� VRFLHW\¶V� RZQ�YDOXHV� �*UD\�HW� DO����������7R�WKH�H[WHQW�WKDW�WKH�ILUP¶V�SHUFHLYHG�VRFLDO�YDOXHV�DUH�RXW�RI�VWHS�ZLWK�WKRVH�RI�WKH�VRFLHWLHV� LQ� ZKLFK� LW� RSHUDWHV�� WKH� ILUP¶V� OHJLWLPDF\� LV� VDLG� WR� EH� XQGHU� WKUHDW� �/LQGEORP��������� ,Q� UHVSRQVH� WR� WKLV� µOHJLWLPDF\� JDS¶�� RUJDQL]DWLRQV� DUH� DUJXHG� WR� HPSOR\� YDULRXV�VWUDWHJLHV�RI� OHJLWLPDWLRQ�� WKH�DLP�RI�ZKLFK�LV� WR�FORVH�WKH�µOHJLWLPDF\�JDS¶��&('�LV�VHHQ�DV�RQH�RI� WKH�PHDQV�E\�ZKLFK�D�EXVLQHVV�RUJDQL]DWLRQ�VHHNV�WR�PDLQWDLQ��UHFODLP�DQG�UHLQIRUFH�LWV�OHJLWLPDF\�LQ�WKH�IDFH�RI�FRQIOLFWV�DQG�GLVVHQWLRQ�ZLWKLQ�D�VRFLHW\��,Q�WKLV�FRQWH[W��&('�LV�GHSLFWHG�DV�D�UHDFWLRQ RQ�WKH�SDUW�RI�WKH�RUJDQL]DWLRQ�WR�D�SHUFHLYHG�WKUHDW�WR�LWV�OHJLWLPDF\��7KXV�� ZKHUHDV� 067� KLJKOLJKWV� KRZ� VWDNHKROGHU� JURXSV� PD\� EH� LPSRUWDQW� WR� D� EXVLQHVV�RUJDQL]DWLRQ�IURP�WKH�SHUVSHFWLYH�RI�WKH�RUJDQL]DWLRQ��OHJLWLPDF\�WKHRU\�DVVHUWV�WKDW�WKHUH�DUH�RWKHU��HTXDOO\� LPSRUWDQW� WHQVLRQV�LQ�WKH�RUJDQL]DWLRQ�VRFLHW\�UHODWLRQVKLS�ZLWKLQ�VRFLHW\�DV�D�ZKROH��%DVHG� RQ� WKLV� WKHRUHWLFDO� IUDPHZRUN�� WKH� IROORZLQJ�K\SRWKHVHV� �LQ� DOWHUQDWLYH� IRUP��ZHUH�LGHQWLILHG�LQ�&KDSWHU���WR�EH�H[SORUHG�XVLQJ�2/7�+�D� 7KHUH�LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�SROLWLFDO YLVLELOLW\�DQG�WKH�YROXPH�RI�&('�+�E� 7KHUH�LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\�DQG�WKH�YROXPH�RI�&('�+�F� 7KH� SROLWLFDO� YLVLELOLW\�GLVFORVXUH� DVVRFLDWLRQ� LV� VWURQJHU� LQ� WKH� FDVH� RI�FRPSDQLHV� RSHUDWLQJ� LQ� HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV� FRPSDUHG� WR�WKRVH�RSHUDWLQJ�LQ�OHVV�HQYLURQPHQWDOO\�VHQVLWLYH�LQGXVWULHV�+�D� 7KHUH�LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�VRFLDO�SUHVVXUH�IURP�HQYLURQPHQWDO�JURXSV�DQG�WKH�YROXPH�RI�&('�+�D� 7KHUH� LV� D� QHJDWLYH� DVVRFLDWLRQ� EHWZHHQ� HQYLURQPHQWDO� SHUIRUPDQFH� DQG�WKH�YROXPH�RI�&('��+�G���E���E� &('� ZLOO� IRUP� SDUW� RI� D� FRUSRUDWLRQ¶V� SXEOLF� UHODWLRQV� PDFKLQHU\�DLPHG� DW� LQIOXHQFLQJ� VRFLHW\¶V� SHUFHSWLRQV� E\� ELDVLQJ� GLVFORVXUHV�DZD\� IURP� LQIRUPDWLRQ� ZKLFK� SUHVHQWV� WKH� ILUP� DV� DFWLQJ�LUUHVSRQVLEO\�LQ�UHODWLRQ�WR�HQYLURQPHQW�LVVXHV�:KHUH��L� SROLWLFDO�YLVLELOLW\�LV�DVVXPHG�WR�EH�D�IXQFWLRQ�RI�VL]H��DV�PHDVXUHG�E\��D��7RWDO�$VVHWV���E��1XPEHU�RI�(PSOR\HHV���F��&DSLWDO�(PSOR\HG��DQG��G��3URILW��
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�LL� LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\�LV�UHODWHG�WR�WKH�VHQVLWLYLW\�RI�DQ�LQGXVWU\¶V�DFWLYLWLHV�WR�WKH�QDWXUDO�HQYLURQPHQW��LLL� VRFLDO� SUHVVXUH� IURP� HQYLURQPHQWDO� JURXSV� LV� PHDVXUHG� DFFRUGLQJ� WR� WKH� H[WHQW� RI�HQYLURQPHQWDO�FDPSDLJQV�E\�WKHVH�JURXSV��DQG�LY� HQYLURQPHQWDO� SHUIRUPDQFH� LV� PHDVXUHG� XVLQJ� WKH� VXUURJDWH� RI� HQYLURQPHQWDO�SHUIRUPDQFH�UDWLQJV�E\�(1*2V�7KH�SXWDWLYH�DVVRFLDWLRQ�EHWZHHQ�SROLWLFDO�YLVLELOLW\�DQG�HQYLURQPHQWDO�GLVFORVXUH�LV�GHULYHG�XQGHU�ERWK�($7��+���DQG�2/7��+�D���DOWKRXJK�WKH�XQGHUO\LQJ�H[SODQDWLRQ�GLIIHUV�LQ�HDFK�FDVH�DFFRUGLQJ� WR� WKH� UHVSHFWLYH� WKHRUHWLFDO� IUDPHZRUN�� $V� ZLWK� HFRQRPLF� DJHQF\� WKHRU\��DOWHUQDWLYH��LQGHSHQGHQW�PHDVXUHV�IRU�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\��+�E��ZHUH�PHDVXUHG�EDVHG�RQ�WKH�SHUFHSWLRQV�RI�WKH�FRPSDQLHV�WKHPVHOYHV�DQG�RI�HQYLURQPHQWDO�SUHVVXUH�JURXSV�XVLQJ� WKHLU� UHVSHFWLYH� UHVSRQVHV� WR� D� PDLOHG� TXHVWLRQQDLUH�� +\SRWKHVLV� +�F� LV� WHVWHG� E\�FRPSDULQJ� WKH� VWUHQJWK� RI� DVVRFLDWLRQ� EHWZHHQ� SROLWLFDO� YLVLELOLW\� DQG� HQYLURQPHQWDO�GLVFORVXUH� IRU� HDFK� LQGXVWU\� VHFWRU�� WKH� DVVHUWLRQ� EHLQJ� WKDW� WKLV� DVVRFLDWLRQ� LV� VWURQJHU� IRU�WKRVH� FRPSDQLHV� ZKLFK� RSHUDWH� LQ� WKH� PRUH� HQYLURQPHQWDOO\�VHQVLWLYH� VHFWRUV�� 3UR[LHV� IRU�VRFLDO� SUHVVXUHV� IURP� HQYLURQPHQWDO� JURXSV� �+�D�� DQG� HQYLURQPHQWDO� SHUIRUPDQFH� �+�D���UHVSHFWLYHO\�� ZHUH� REWDLQHG� XVLQJ� WKH� SRVLWLYH� UHVSRQVHV� UHFHLYHG� WR� PDLOHG�TXHVWLRQQDLUHV�VHQW� WR� (1*2V�� 2XWFRPHV� LQ� UHODWLRQ� WR� WKH� WZR� LQGHSHQGHQW� PHDVXUHPHQWV� RI� LQGXVWU\�HQYLURQPHQWDO� VHQVLWLYLW\�� WKH� H[WHQW� RI� VRFLDO� SUHVVXUH� IURP� HQYLURQPHQWDO� JURXSV� DQG�HQYLURQPHQWDO� SHUIRUPDQFH� UDWLQJV�DUH�SURYLGHG� LQ� WKH� UHVXOWV� VHFWLRQ�EHORZ��'HWDLOV�RI� WKH�UHVHDUFK� PHWKRG� DUH� VHW� RXW� LQ� &KDSWHU� ��� &ODVVLILFDWLRQ� RI� HQYLURQPHQWDO� GLVFORVXUH�DFFRUGLQJ�WR�QHZV�W\SH��L�H��µJRRG¶�QHZV�DQG�µEDG¶�QHZV���+�G���E���E��ZDV�PDGH�DFFRUGLQJ�WR�SURWRFRO�UXOHV�GHYHORSHG�IRU�FRQWHQW�DQDO\VLV��GHWDLOV�RI�ZKLFK�DUH�SURYLGHG�LQ�&KDSWHU����7KH�DERYH�VHW�RI�K\SRWKHVHV�SURYLGH�D�WKLUG�WHVWDEOH�PRGHO�ZKHUHE\�HQYLURQPHQWDO�GLVFORVXUH�LV� DVVHUWHG� WR� EH� SRVLWLYHO\� DVVRFLDWHG� ZLWK� SROLWLFDO� YLVLELOLW\� DQG� VRFLDO� SUHVVXUH� IURP�HQYLURQPHQWDO� JURXSV�� DQG� QHJDWLYHO\� DVVRFLDWHG� ZLWK� HQYLURQPHQWDO� SHUIRUPDQFH�� 7KH�PRGHO� LV� IRUPDOO\� VSHFLILHG� LQ� HTXDWLRQ� ���� EHORZ�� ZKHUH�� &('F\ GHQRWHV� WKH� WUDQVIRUPHG�YDOXH� RI� WKH� YROXPH�RI�&('�PDGH� E\� FRPSDQ\�F� LQ� \HDU�\��.�\� LV� WKH� LQWHUFHSW�� 32/9,6F\GHQRWHV�SROLWLFDO�YLVLELOLW\�RI�W\SH�S IRU�FRPSDQ\�F LQ�\HDU�\��6235(1F\�GHQRWHV�WKH�OHYHO�RI�VRFLDO� SUHVVXUH� IURP�(1*2V�RQ�FRPSDQLHV�RSHUDWLQJ� LQ� LQGXVWU\� VHFWRU�L IRU�FRPSDQ\�F LQ�\HDU�\��(193(5)F\ GHQRWHV�WKH�HQYLURQPHQWDO SHUIRUPDQFH�RI�FRPSDQ\�F LQ�\HDU�\ DQG�èF\ LVWKH�UDQGRP�HUURU�WHUP�&('F\  �.�\���.S\32/9,6F\ ��.L\6235(1F\ ± .H\(193(5)F\ ��èF\ ���3UHYLRXV�GLVFXVVLRQV�XQGHU�WKH�HFRQRPLF�DJHQF\�DQG�PDQDJHULDO�VWDNHKROGHU�WKHRULHV�PRGHOV�RI�PDQDJHULDO� EHKDYLRXU�KDYH� IRFXVHG�RQ�� UHVSHFWLYHO\�� DQ� HFRQRPLF� DQG�D� VRFLR�HFRQRPLF�DQDO\VLV� RI� PDQDJHULDO� EHKDYLRXU�� ,Q� WKLV� VHFWLRQ�� WKH� OHQV� RI� DQDO\VLV� LV� GUDZQ� EDFN� HYHQ�IXUWKHU� WR�SURYLGH�D�VRFLR�SROLWLFDO DQDO\VLV�RI� WKDW�EHKDYLRXU��$�GHWDLOHG�H[SORUDWLRQ�RI� WKH�VRFLR�SROLWLFDO�SHUVSHFWLYH�ZDV�SURYLGHG�SUHYLRXVO\�LQ�&KDSWHUV���DQG���DQG�WKXV�ZLOO�QRW�EH�UHSHDWHG� KHUH�� +RZHYHU�� LW� LV� ZRUWK� UHFDOOLQJ� WKH� HVVHQWLDO� DWWULEXWHV� RI� D� VRFLR�SROLWLFDO�DQDO\VLV�RI�PDQDJHULDO�EHKDYLRXU�LQ�WKH�VSHFLILF�FRQWH[W�RI�HQYLURQPHQWDO�GLVFORVXUH��,Q�VKRUW��D�UHFRJQLWLRQ�RI�WKH�LQIOXHQFHV�RQ�EXVLQHVV�RUJDQL]DWLRQV�RI�FKDQJHV�ZLWKLQ�VRFLHW\�DV�D�ZKROH�JLYHV� ULVH� WR� WKH� QRWLRQ� WKDW� WKHUH� PD\� EH� DQ� DVVRFLDWLRQ� EHWZHHQ�PDQLIHVWDWLRQV� RI� WKRVH�FKDQJHV��VXFK�DV��IRU�H[DPSOH��WKH�ULVH�LQ�WKH�HQYLURQPHQWDO�PRYHPHQW�DQG�JUHHQ�SROLWLFV�LQ�WKH� ODWH�����V�DQG�HDUO\�����V��DQG�FKDQJHV� LQ�PDQDJHPHQW�EHKDYLRXU� LQ�UHVSRQVH�WR�WKRVH�
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FKDQJHV�� 2UJDQL]DWLRQDO� OHJLWLPDF\� WKHRU\� LV� VHHQ� DV� D� XVHIXO� KHXULVWLF� IRU� H[SORULQJ� WKLV�SXWDWLYH�DVVRFLDWLRQ�EHFDXVH�RI�LWV�IRFXV�RQ�WKH�VRFLR�SROLWLFDO�DVSHFWV�RI�VRFLHW\��VXFK�DV�WKH�DFWLYLWLHV�RI�VRFLDO�DFWLYLVWV�DQG�OREE\�JURXSV�ZKR�VHHN�WR�TXHVWLRQ��FKDOOHQJH��DQG�FRQIURQW�WKH�OHJLWLPDF\�RI�VRPH�RI� WKH�DFWLYLWLHV�RU�EHKDYLRXU�RI�SDUWLFXODU�VHFWLRQV�RI�VRFLHW\��,Q�WKH�FRQWH[W�RI�FRUSRUDWH�VRFLDO�DQG�HQYLURQPHQWDO� UHVSRQVLELOLW\�� IRU�H[DPSOH��DV�ZDV�GHVFULEHG�DERYH� LQ�&KDSWHU� ��� WKHUH� KDV� EHHQ� D� ORQJ� DQG�� DV�\HW�� XQUHVROYHG�GHEDWH� DERXW� WKH� UROH�RI�EXVLQHVV� RUJDQL]DWLRQV� LQ� VRFLHW\�� VWDUWLQJ� ZLWK� WKH� VRFLDO� DQG� HQYLURQPHQWDO� DFWLYLVW�PRYHPHQW� LQ� WKH�8QLWHG� 6WDWHV� LQ� WKH� ODWH� ����V� DQG� HDUO\� ����V� DQG� FRQWLQXLQJ�ZLWK� WKH�HQYLURQPHQWDO�PRYHPHQW�ZLWKLQ�(XURSH� IURP� WKH� ODWH� ����V��7KH� DSSURDFK� DGRSWHG� LQ� WKH�SUHVHQW� VWXG\� KDV� EHHQ� WR� FRPELQH� HPSLULFDO� DQG� ILHOG� UHVHDUFK�� WKH� ODWWHU� LQ� WKH� IRUP�RI� D�SRVWDO� TXHVWLRQQDLUH�� WR� H[SORUH� WKH� DVVRFLDWLRQ� EHWZHHQ� WKH� SHUFHSWLRQV�� DWWLWXGHV� DQG�EHKDYLRXU�RI�HQYLURQPHQWDO�JURXSV��DV�D�OHJLWLPLVHG�VHFWLRQ�RI�VRFLHW\��OHJLWLPLVHG�EHFDXVH�RI�LWV� YROXQWDU\� IXQGLQJ� E\�� DQG� PHPEHUVKLS� WKURXJK�� VRFLHW\� JHQHUDOO\�� DQG� WKH� GLVFORVXUH�EHKDYLRXU�RI�WKH�ILUP¶V�PDQDJHPHQW�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�LVVXHV�
����� 3ROLWLFDO�YLVLELOLW\$V�GHVFULEHG� LQ�&KDSWHU���� WKH�SROLWLFDO� YLVLELOLW\� DUJXPHQW�XQGHU�RUJDQL]DWLRQDO� OHJLWLPDF\�WKHRU\��2/7��LV�GLIIHUHQW�IURP�XQGHU�HFRQRPLF�DJHQF\�WKHRU\��($7���DOWKRXJK�ERWK�WKHRULHV�H[SORUH� WKH� VDPH� SXWDWLYH� DVVRFLDWLRQ�� 8QGHU� ($7�� ILUPV� RI� DEQRUPDO� VL]H� RU� HDUQLQJ�H[FHVVLYH�SURILWV�DUH�VHHQ�DV�YXOQHUDEOH�WR�SROLWLFDO�LQWHUIHUHQFH��HVSHFLDOO\�IURP�JRYHUQPHQWV�DQG�DGPLQLVWUDWLRQV�NHHQ�WR�EH�VHHQ�DV�DFWLQJ�LQ�WKH�µSXEOLF�LQWHUHVW¶��6XFK�ILUPV�DUH�VDLG�WR�XVH�YDULRXV�VWUDWHJLHV� WR� UHGXFH� WKHLU�SROLWLFDO�H[SRVXUH�� LQFOXGLQJ�VSHQGLQJ�SURJUDPPHV�RQ�VRFLDO� �DQG� HQYLURQPHQWDO�� UHVSRQVLELOLW\� DFWLYLWLHV�� 6RFLDO� �DQG� HQYLURQPHQWDO�� GLVFORVXUHV�DUH� DVVXPHG� WR� IROORZ� IURP� VXFK� SURJUDPPHV�� 7KXV�� UHVHDUFKHUV� KDYH� WHVWHG� IRU� D�UHODWLRQVKLS� EHWZHHQ� VRFLDO� UHVSRQVLELOLW\� GLVFORVXUHV� DQG� SROLWLFDO� YLVLELOLW\� �VHH�� IRU�H[DPSOH��%HONDRXL� DQG�.DUSLN�� ������1HVV� DQG�0LU]D�� ������7URWPDQ�DQG�%UDGOH\�� �������7KH�SROLWLFDO�YLVLELOLW\�DUJXPHQW�XQGHU�2/7�LV�VRPHZKDW�GLIIHUHQW��/DUJHU�ILUPV��EHFDXVH�RI�WKHLU� VKHHU�SUHVHQFH� LQ� WKH� µKLJK�VWUHHW¶�DUH�VHHQ�DV�H[SRVHG� WR�SUHVVXUH� IURP�VRFLDO�DFWLYLVW�DQG� FDPSDLJQ� JURXSV� WKDW� VHHN� VRFLDOO\� UHVSRQVLEOH� EHKDYLRXU�� 3ROLWLFDOO\ YLVLEOH� ILUPV� DUH�VHHQ�DV� UHVSRQGLQJ� WR� VXFK�FULWLFLVP�E\�HPSOR\LQJ�YDULRXV� OHJLWLPDWLRQ�VWUDWHJLHV� �'RZOLQJ�DQG� 3IHIIHU�� ������ *XWKULH� DQG� 3DUNHU�� ������ /LQGEORP�� ������ 2¶'RQRYDQ�� ����E�� ������2OLYHU�� ����� 6HWKL�� ������ ������� 2QH� VXFK� VWUDWHJ\� LQYROYHV� WKH� XVH� RI� VRFLDO� DQG�HQYLURQPHQWDO� GLVFORVXUH� WR� SURMHFW� DQ� LPDJH� RI� EHLQJ� VRFLDOO\� UHVSRQVLEOH� WR� UHGXFH� RU�GHIOHFW�IXUWKHU�FULWLFLVP��WKH�IRXUWK�OHJLWLPLVLQJ�VWUDWHJ\�LGHQWLILHG�LQ�&KDSWHU�����7KLV�KDV�OHG�UHVHDUFKHUV�WR�H[SORUH�WKH�DVVRFLDWLRQ�EHWZHHQ�ODUJHU�ILUPV�DQG�RU�ILUPV�RSHUDWLQJ�LQ�VRFLDOO\�DQG�HQYLURQPHQWDOO\�VHQVLWLYH�LQGXVWULHV��&DPSEHOO��������'HHJDQ�DQG�*RUGRQ��������3DWWHQ���������7ZR�K\SRWKHVHV�ZHUH�SUHVHQWHG�LQ�&KDSWHU���WKDW�WHVW�WKLV�DVVRFLDWLRQ�+�D� 7KHUH�LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�SROLWLFDO�YLVLELOLW\�DQG�WKH�YROXPH�RI� HQYLURQPHQWDO� GLVFORVXUH� �&('�� LQ� HDFK� RI� WKH� \HDUV� ����� WR� ������LQFOXVLYH�+�E� 7KHUH�LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\�DQG� WKH�YROXPH�RI�HQYLURQPHQWDO�GLVFORVXUH� LQ�HDFK�RI� WKH�\HDUV������ WR�������LQFOXVLYH�7KH� ILUVW� RI� WKHVH�K\SRWKHVHV�KDV�DOUHDG\�EHHQ�H[SORUHG� LQ� WKH� VHFWLRQ�RQ�HFRQRPLF�DJHQF\�WKHRU\�DERYH�ZKHUH�HPSLULFDO�HYLGHQFH�ZDV�SUHVHQWHG�ZKLFK�HQDEOHG� WKH�QXOO�K\SRWKHVLV� WR�
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EH�UHMHFWHG��7KLV�HYLGHQFH�ZLOO� WKHUHIRUH�QRW�EH�UHSHDWHG�KHUH����7KH�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\�GLVFORVXUH� UHODWLRQVKLS� ZDV� LQYHVWLJDWHG� XVLQJ� DQ�D� SULRUL� GLYLVLRQ� RI� LQGXVWU\�VHFWRUV�LQWR�µHQYLURQPHQWDOO\�VHQVLWLYH¶��(6��DQG�µOHVV�HQYLURQPHQWDOO\�VHQVLWLYH¶��/(6���7KLV�DSSURDFK��ZKLOVW�DUJXDEO\�GHIHQVLEOH��ODFNV�DQ\�UHFRXUVH�WR�WKH�SHUFHSWLRQV�RI�WKRVH�VHFWLRQV�RI�VRFLHW\��YL]���WKH�VRFLDO�DFWLYLVWV�DQG�FDPSDLJQ�JURXSV��ZKLFK�PD\�LQIOXHQFH�WKH�EHKDYLRXU�RI�SROLWLFDO�YLVLEOH�RUJDQL]DWLRQV�LQ�D�VRFLR�SROLWLFDO�FRQWH[W��7KH�SHUVSHFWLYH�EHLQJ�H[SORUHG�KHUH�LV�QRW�RQH�ZKLFK�YLHZV�WKHVH�JURXSV�DV�µVWDNHKROGHUV¶�ZLWKLQ�WKH�ILUP�EXW�PRUH�LQ�WHUPV�RI�VXFK�JURXSV�EHLQJ�µVWDNHKROGHUV¶�ZLWKLQ�VRFLHW\�DV�D�ZKROH��+HQFH��WKH�DQDO\VLV�SUHVHQWHG�KHUH� GUDZV� EDFN� IURP� WKH� ILUP� WR� FRQVLGHU� WKH� UHODWLRQVKLS� EHWZHHQ� GLIIHUHQW� VHFWLRQV� RI�VRFLHW\�� ZLWK� WKH� EXVLQHVV� RUJDQL]DWLRQ� DV� RQH� HOHPHQW� ZLWKLQ� WKDW� EURDGHU� VRFLHW\��)XUWKHUPRUH�� WKH� WHUUDLQ� LQ� ZKLFK� WKHVH� UHODWLRQVKLSV� DUH� SOD\HG� RXW� LV� QRW� VHHQ� DV� VHWWOHG�XQGHU� VRPH� IRUP�RI� OHJDO� RU�FRQWUDFWXDO�DUUDQJHPHQW�EXW�FRQWHVWHG��GLVSXWHG�JURXQG�ZKHUH�GLIIHUHQW� IDFWLRQV� HQJDJH� LQ� VRFLR�SROLWLFDO� VWUXJJOHV� H[DFHUEDWHG� E\� LQVWLWXWLRQDOLVHG� SRZHU�LQHTXDOLWLHV� DQG� DV\PPHWULHV�� 7KXV�� HYHQ� WKRXJK� WKH� UHVSRQVHV� RI� EXVLQHVV� RUJDQL]DWLRQV�VXJJHVW�WKDW�VRFLDO�DFWLYLVWV�JURXSV�DUH�QRW�YHU\�LPSRUWDQW�LQ�UHODWLRQ�WR�WKH�ILUP¶V�EXVLQHVV�DV�D� ZKROH� �7DEOH� ������ LWV� GLUHFW� HQJDJHPHQW� DFWLYLWLHV� �7DEOH� ������ RU� LWV� YROXQWDU\�FRPPXQLFDWLRQ� RI� HQYLURQPHQWDO� LQIRUPDWLRQ� �7DEOH� ������� WKHUH� PD\� QHYHUWKHOHVV� EH�LQGLUHFW VRFLR�SROLWLFDO� LQIOXHQFHV� DW� ZRUN� ZKLFK� GR� LPSDFW� RQ� PDQDJHULDO� EHKDYLRXU� LQ�UHODWLRQ�WR�YDULDWLRQV�LQ�HQYLURQPHQWDO�GLVFORVXUH�DFURVV�ILUPV�7R� LQYHVWLJDWH� IXUWKHU� WKH� LQGXVWU\�GLVFORVXUH� UHODWLRQVKLS� XQGHU� K\SRWKHVLV� +�E�� ILHOG�UHVHDUFK� ZDV� XQGHUWDNHQ� WR� VROLFLW� WKH� YLHZV RI� QRQ�JRYHUQPHQWDO� HQYLURQPHQWDO� JURXSV��(1*2V�� LQ� UHODWLRQ� WR� LQGXVWU\� HQYLURQPHQWDO� VHQVLWLYLW\�� 6SHFLILFDOO\�� WKHVH� JURXSV�ZHUH�DVNHG� WR� LQGLFDWH� WKH� UHODWLYH� LPSDFW�ZKLFK� WKH\� EHOLHYH� HDFK� RI� WKH� HLJKW� LQGXVWU\� VHFWRUV�XVHG� LQ� WKH� VWXG\� KDV� RQ� WKH� QDWXUDO� HQYLURQPHQW�� HQYLURQPHQWDO� LPSDFW� EHLQJ� XVHG� DV� D�PHDVXUH�RI�HQYLURQPHQWDO�VHQVLWLYLW\��)RU� WKHVH�SXUSRVHV�HQYLURQPHQWDO�LPSDFW ZDV�GHILQHG�DV�LQFOXGLQJ�³ERWK�GLUHFW�DQG�LQGLUHFW�DQG�LPSDFWV�UHVXOWLQJ�IURP�WKH�H[WUDFWLRQ��PRGLILFDWLRQ��DQG�RU� XVH� RI� QDWXUDO� UDZ� PDWHULDOV�� DV� ZHOO� DV� LPSDFWV� WKDW� RFFXU� LQ� WKH� PDQXIDFWXUH��SURFHVVLQJ��SHUIRUPDQFH��GHOLYHU\��HQG�XVH�DQG�RU�XOWLPDWH�GLVSRVDO�RI�WKH�LQGXVWU\¶V�SURGXFWV�DQG�RU� VHUYLFHV´�� 5HVSRQGHQWV� ZHUH� DVNHG� WR� VFRUH� WKHLU� UHVSRQVHV� RQ� WKH� EDVLV� RI� D� UDQN�RUGHU� ILYH�SRLQW�/LNHUW� VFDOH�ZKHUH��� �YHU\� OLWWOH� LPSDFW�DQG��� �VLJQLILFDQW� LPSDFW��7DEOH������EHORZ�SURYLGHV�GHVFULSWLYH�VWDWLVWLFV�RI�WKH�UHVSRQVHV�RI�WKH�(1*2V�RI�WKH�%HQHOX[�DQG�*HUPDQ�FRXQWULHV��DV�ZHOO�DV�IRU�D�ZLGHU�VDPSOH�RI�(1*2V�ZKLFK�DOVR�LQFOXGHG�WKH�1RUGLF��6ZLVV�DQG�8.�FRXQWULHV����DV�SURYLGHG�E\�D�0$129$�WHVW�XQGHU�WKH�*HQHUDO�/LQHDU�0RGHO��*/0��5HSHDWHG�0HDVXUHV�SURFHGXUH��1RUXVLV�DQG�6366��������7KH�ODWWHU�WHVW�ZDV�XVHG�WR�HYDOXDWH�ZKHWKHU�WKH�UHVXOWDQW�PHDQ�YDOXHV�IRU�HDFK�LQGXVWU\�VHFWRU�DUH�VLJQLILFDQWO\�GLIIHUHQW�RYHUDOO����7KH�PXOWLYDULDWH�DQG�XQLYDULDWH�WHVWV�UHVXOWV�UHSRUWHG�LQ�3DQHO�$�RI�7DEOH������EHORZ�LQGLFDWH�WKDW� WKH� PHDQ� YDOXHV� RI� SHUFHLYHG� HQYLURQPHQWDO� LPSDFWV� IRU� HDFK� VHFWRU� DUH� VLJQLILFDQWO\�GLIIHUHQW�IURP�RQH�DQRWKHU DW�DQ�RYHUDOO�OHYHO��ZLWK�KLJK�)�VWDWLVWLFV�DQG�VLJQLILFDQW��DW���SHU�FHQW��S�YDOXHV�LQ�DOO�FDVHV����7DEOH������DOVR�VXPPDULVHV�WKH�PHDQ�YDOXHV�RI�WKH�UHVSRQVHV�IRU�HDFK�VHFWRU��WRJHWKHU�ZLWK�WKH�VWDQGDUG�HUURU��DQG�UDQNLQJV�EDVHG�RQ�D�VLPSOH�LQWHJUDO�RUGHULQJ�RI�PHDQ�VFRUHV��WKH�KLJKHVW�PHDQ�VFRUH�EHLQJ�DFFRUGHG�D�UDQNLQJ�RI�RQH��WKH�VHFRQG�KLJKHVW�PHDQ�VFRUH�D�UDQNLQJ�RI�WZR��DQG�VR�RQ��/RRNLQJ�VSHFLILFDOO\�DW�WKH�PHDQ�VFRUHV�DQG�UHVXOWDQW�UDQNLQJV� �3DQHO� %� RI� 7DEOH� ������� WKHUH� DUH� D� QXPEHU� RI� REVHUYDWLRQV�ZRUWK� QRWLQJ� DW� WKLV�MXQFWXUH��)LUVWO\��WKH�UHVXOWV�IRU�WKH�ZLGHU�VDPSOH�RI�(XURSHDQ�(1*2V�PLUURU�FORVHO\�WKRVH�RI�
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WKH� %HQHOX[� DQG� *HUPDQ� (1*2V� VXJJHVWLQJ� WKDW� WKH� SHUFHSWLRQV� RI� (1*2V� IURP� WKH�%HQHOX[� DQG� *HUPDQ� FRXQWULHV� DUH� UHSUHVHQWDWLYH� RI� WKH� YLHZV� RI� (1*2V� DFURVV� (XURSH��6HFRQGO\��QR�VHFWRU�LV�SHUFHLYHG�DV�KDYLQJ�YHU\�OLWWOH�LPSDFW�RQ�WKH�HQYLURQPHQW��WKH�ORZHVW�PHDQ�VFRUH�RI�������DQG��������UHVSHFWLYHO\��EHLQJ�JLYHQ�WR�WKH�EDQNLQJ�DQG�LQVXUDQFH�VHFWRU�
7DEOH�����'HVFULSWLYH�VWDWLVWLFV�DQG�WHVW RI�GLIIHUHQFHV�LQ�UHODWLRQ�WR�(1*2V¶�SHUFHSWLRQV�RI�WKH�HQYLURQPHQWDO�LPSDFW�RI�LQGXVWU\�VHFWRUV%HQHOX[�	�*HUPDQ�HQYLURQPHQWDO�RUJDQL]DWLRQV��Q� ����

(XURSHDQ�HQYLURQPHQWDO�RUJDQL]DWLRQV��Q� ����3DQHO�$�± 7HVW�UHVXOWV )�VWDWLVWLF S�YDOXH )�VWDWLVWLF S�YDOXH0XOWLYDULDWH�WHVW�XVLQJ�3LOODL¶V�7UDFH�DQG�:LONV¶�/DPEGD�VWDWLVWLFV ������ �������� ������ ��������
8QLYDULDWH�WHVW�XVLQJ�0DXFKO\
V�WHVW�RI�VSKHULFLW\�LQ�FRPELQDWLRQ�ZLWK�WKH�+X\QK�)HOGW�HSVLORQ ������ �������� ������ ��������
3DQHO�%�± 'HVFULSWLYH�VWDWLVWLFV 0HDQ 6WG��(UURU 5DQNLQJ 0HDQ 6WG��(UURU 5DQNLQJ&KHPLFDOV ����� ����� � ����� ����� �([WUDFWLYH ����� ����� � ����� ����� �(QHUJ\�8WLOLWLHV ����� ����� � ����� ����� �7UDYHO��7RXULVP�	�7UDQVSRUW�6HUYLFHV ����� ����� � ����� ����� �&RQVXPHU�*RRGV ����� ����� � ����� ����� �0HFKDQLFDO�(QJLQHHULQJ�	�0HWDOOXUJ\ ����� ����� � ����� ����� �5HWDLO�	�/HLVXUH ����� ����� � ����� ����� �%DQNV�	�,QVXUDQFH ����� ����� � ����� ����� �
1RWHV� 7KLV�WDEOH�SURYLGHV�WKH�UHVXOWV�RI�WKH�*HQHUDO /LQHDU�0RGHO��*/0��5HSHDWHG�0HDVXUHV�0$129$�WHVW�ZKHQ� UXQ� DJDLQVW� WKH�PHDQ� YDOXHV� RI� HQYLURQPHQWDO� RUJDQL]DWLRQV¶� YLHZV� RQ� WKH� H[WHQW� WR�ZKLFK� HDFK� RI� WKH�HLJKW� LQGXVWU\� VHFWRUV� LPSDFWV� RQ� WKH�QDWXUDO� HQYLURQPHQW�� ³HQYLURQPHQWDO� LPSDFW´�EHLQJ�GHILQHG�DV� LQFOXGLQJ�ERWK�GLUHFW�DQG�LQGLUHFW�DQG�LPSDFWV��:KHUH��6WG�(UURU� �6WDQGDUG�HUURU��PHDQ� �PHDQ�VFRUH�RQ�WKH�EDVLV�RI�D�UDQN�RUGHU�ILYH�SRLQW�/LNHUW�VFDOH�IURP����YHU\�OLWWOH�LPSDFW��WR���VLJQLILFDQW�LPSDFW���UDQNLQJV�UHSUHVHQW�D�VLPSOH�LQWHJUDO�RUGHULQJ�RI�PHDQ�VFRUHV��6LJQLILFDQW��DW���SHU�FHQW��S�YDOXHV�DUH�VKRZQ�LQ�EROG�7KLUGO\��WKH�WKUHH�VHFWRUV�MXGJHG�WR�KDYH�WKH�PRVW�LPSDFW�RQ�WKH�HQYLURQPHQW�DUH�FKHPLFDOV��H[WUDFWLYH� DQG� HQHUJ\� XWLOLWLHV�� UHVSHFWLYHO\�� ,Q� SULRU� WHVWV�� WKHVH� WKUHH� VHFWRUV� KDYH� EHHQ�DVVXPHG� WR�EH�HQYLURQPHQWDOO\�VHQVLWLYH� LQ�FRPSDULVRQ� WR� WKH�RWKHU�VHFWRUV��+RZHYHU��ERWK�WKH� %HQHOX[�*HUPDQ� (1*2V� DQG� WKH� (XURSHDQ� HQYLURQPHQWDO� JURXSV� SHUFHLYH� WKH� WUDYHO��WRXULVP� DQG� WUDQVSRUW� VHUYLFHV� VHFWRU� DV� KDYLQJ� JUHDWHU� HQYLURQPHQWDO� LPSDFW� WKDQ� WKH�PHFKDQLFDO�HQJLQHHULQJ�DQG�PHWDOOXUJ\�VHFWRU��FRQWUDGLFWLQJ�WKH�HDUOLHU�DVVXPSWLRQ��L�H�� WKDW�WKH�ODWWHU�VHFWRU�LV�³HQYLURQPHQWDOO\�VHQVLWLYH´�FRPSDUHG�WR�RWKHU�VHFWRUV��ZKHQ�H[SORULQJ�WKH�LQGXVWU\�VL]H�GLVFORVXUH� UHODWLRQVKLS�� )XUWKHU�� WKH� PHFKDQLFDO� HQJLQHHULQJ� DQG� PHWDOOXUJ\�VHFWRU�LV�LWVHOI�SHUFHLYHG�DV�OHVV�HQYLURQPHQWDOO\�VHQVLWLYH�WKDQ�WKH�FRQVXPHU�JRRGV�VHFWRU�LQ�WKH� FDVH� RI� WKH� %HQHOX[�*HUPDQ� (1*2V�� &OXHV� DV� WR� ZK\� WKHVH� SHUFHSWLRQV� DUH� KHOG� E\�(1*2V� FDQ� EH� IRXQG� LQ� WKH� DQQRWDWHG� QRWHV� SURYLGHG� YROXQWDULO\� E\� VRPH� UHVSRQGHQWV�� ,Q�SDUWLFXODU�� LW� LV� DSSDUHQW� WKDW� WKH� GHILQLWLRQ� RI� HQYLURQPHQWDO� LPSDFWV� �VHH� DERYH��� ZKLFK�LQFOXGHG�ERWK�GLUHFW�DQG�LQGLUHFW�LPSDFWV��LQIOXHQFHG�WKHLU�DVVHVVPHQW��HVSHFLDOO\�LQ�WKH�FDVH�
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RI� WKH� EDQNLQJ� DQG� LQVXUDQFH� VHFWRU ZKRVH� LQYHVWPHQW� DQG� IXQGLQJ� SROLFLHV� ZHUH� VHHQ� DV�KDYLQJ�D�VLJQLILFDQW�LQGLUHFW�LPSDFW�RQ�WKH�HQYLURQPHQW����$V�RQH�UHVSRQGHQW�VWDWHG�(YHQ�ZLWK� EHWWHU� NQRZOHGJH� RQ� WKHVH� LVVXHV�� LW� VHHPV� WR�PH� YHU\� GLIILFXOW� WR�PDNH� XVHIXO� GLIIHUHQWLDWLRQV�� $OO� RI� WKHP� KDYH� D� WUHPHQGRXV� LQIOXHQFH� RQ�HQYLURQPHQWDO� LPSDFWV� �H�J�� &2��� WUDQVSRUWDWLRQ� RI� SHUVRQV� DQG� JRRGV��WUHDWPHQW�RI�GLVSRVDOV��NLQGV�RI�LQYHVWPHQWV�HWF���6LPLODUO\��DQRWKHU�UHVSRQGHQW�VWDWHG��RULJLQDO�HPSKDVLV��<RX� KDYH� WR� GLVWLQJXLVK� GLUHFW DQG� LQGLUHFW�� EHFDXVH� EDQNV� DQG� ILQDQFLDO�LQVWLWXWLRQV� E\� WKHPVHOYHV� SROOXWH� YHU\� OLWWOH�� EXW� WKH\� ILQDQFH� PRVWO\� YHU\�ZURQJ�WKLQJV�1RWZLWKVWDQGLQJ� WKLV� LPSRUWDQW� LVVXH�� WKH� UHVSRQVHV� RI� (1*2V� RYHUDOO� VXJJHVW� WKDW� VHFWRUV�DUH� SHUFHLYHG� DV� KDYLQJ� VLJQLILFDQWO\� �LQ� VWDWLVWLFDO� WHUPV�� GLIIHUHQW� OHYHOV� RI� HQYLURQPHQWDO�LPSDFW� DQG� WKXV�� DUJXDEO\�� SURYLGH� D� XVHIXO� EDVLV� IRU� H[SORULQJ� WKH� LQGXVWU\� VHQVLWLYLW\�GLVFORVXUH� UHODWLRQVKLS� LQ� D� VRFLR�SROLWLFDO� FRQWH[W�� 7KXV�� WR� WHVW� WKH� DVVRFLDWLRQ� EHWZHHQ�LQGXVWU\� HQYLURQPHQWDO� VHQVLWLYLW\� DQG� YDULDWLRQV� LQ� GLVFORVXUH�� L�H�� K\SRWKHVLV� +�E�� PHDQ�YDOXHV� IRU� WKH� GLVFORVXUH� YDULDEOH� �³7RWDO� &('´�� ZHUH� FRPSXWHG� IRU� HDFK� LQGXVWU\� VHFWRU�XVLQJ� QRUPDOLVHG� YDOXHV�� 7KHVH� YDOXHV� ZHUH� WKHQ� XVHG� LQ� RQH�WDLOHG� ELYDULDWH� FRUUHODWLRQ�SURFHGXUHV� WR� WHVW� IRU� D� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ�PHDQ� &('� DQG�PHDQ� HQYLURQPHQWDO�VHQVLWLYLW\�EDVHG�RQ�WKH�SHUFHSWLRQV�RI�(1*2V��VHH�7DEOH������DERYH��DW�LQGXVWU\�JURXS�OHYHO�IRU�HDFK�RI�WKH�VHYHQ�\HDUV�RI�WKH�VWXG\�DQG�IRU�WKH�GDWD�VHW�DV�D�ZKROH����
7DEOH�����&RHIILFLHQWV� RI� FRUUHODWLRQ� EHWZHHQ� LQGXVWU\� HQYLURQPHQWDO� VHQVLWLYLW\� EDVHG� RQ�SHUFHSWLRQV�RI�HQYLURQPHQWDO�RUJDQL]DWLRQV�DQG�WRWDO�&('���� ���� ���� ���� ���� ���� ���� $OO�\HDUV%HQHOX[�*HUPDQ�(1*2V3HDUVRQ¶V�FRUUHODWLRQ�FRHIILFLHQW ����� ����� ����� ����� ����� ����� ����� �����S�YDOXH ����� ����� ����� ����� ����� ����� ����� �������6SHDUPDQ¶V�UKR�FRHIILFLHQW ����� ����� ����� ����� ����� ����� ����� �����

S�YDOXH ����� ����� ����� ����� ����� ����� ����� �������(XURSHDQ�(1*2V3HDUVRQ¶V�FRUUHODWLRQ�FRHIILFLHQW ����� ����� ����� ����� ����� ����� ����� �����S�YDOXH ����� ����� ����� ����� ����� ����� ����� �������6SHDUPDQ¶V�UKR�FRHIILFLHQW ����� ����� ����� ����� ����� ����� ����� �����
S�YDOXH ����� ����� ����� ����� ����� ������� ����� �������1RWHV� 7KLV� WDEOH� VKRZV� WKH� FRUUHODWLRQ� FRHIILFLHQWV� DQG�S�YDOXHV� IRU� D� RQH�WDLOHG� ELYDULDWH� FRUUHODWLRQ� XVLQJ�3HDUVRQ¶V� VWDQGDUG� SURGXFW� PRPHQW� �SDUDPHWULF�� DQG� 6SHDUPDQ¶V� UKR� UDQN� FRUUHODWLRQ� �QRQ�SDUDPHWULF�� WHVWV�EHWZHHQ� WKH� RYHUDOO� PHDQ� VFRUHV� IRU� HQYLURQPHQWDO� GLVFORVXUH� �³7RWDO� &('´�� DQG� SHUFHLYHG� HQYLURQPHQWDO�LPSDFWV�� UHVSHFWLYHO\�� RI� WKH� HLJKW� LQGXVWU\� VHFWRUV� �VHH� $SSHQGL[� �� IRU� GHWDLOV��� $OO� WHVWV� ZHUH� UXQ� DJDLQVW�WUDQVIRUPHG�YDOXHV�IRU�&('��6LJQLILFDQW�S�YDOXHV��DW���SHU�FHQW��DUH�VKRZQ�LQ�EROG�
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$V�VKRZQ�LQ�7DEOH������DERYH��DOO�RI�WKH�FRUUHODWLRQV�ZHUH�SRVLWLYH��ZLWK����RXW�RI����KDYLQJ�KLJK�FRHIILFLHQWV�DQG�VLJQLILFDQW��DW���SHU�FHQW��S�YDOXHV��7KHVH�UHVXOWV�SURYLGH�HYLGHQFH�RI�D�SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ� LQGXVWU\ HQYLURQPHQWDO� VHQVLWLYLW\�� ZKHQ� EDVHG� RQ� WKH�SHUFHSWLRQV�RI� HQYLURQPHQWDO� JURXSV�� DQG� WKH�YROXPH�RI� HQYLURQPHQWDO�GLVFORVXUH�DQG� WKXV�WKH� QXOO� K\SRWKHVLV� FDQ� EH� UHMHFWHG�� 7KH� UHVXOWV� IRU� ������ KRZHYHU�� DOWKRXJK� VKRZLQJ� D�SRVLWLYH� FRUUHODWLRQ�� ZHUH� QRW� VLJQLILFDQW��$� SULRUL�� LW� PLJKW� EH� H[SHFWHG� WKDW� WKH� VWURQJHVW�UHVXOWV�ZRXOG�EH�IRXQG�IRU������JLYHQ�WKDW�WKLV�LV�WKH�PRVW�UHFHQW�SHULRG�RI�WKH�VWXG\�DQG�WKXV�WKH� RQH� LQ� ZKLFK� DQ\� LQIOXHQFH� RI� VRFLR�SROLWLFDO� SUHVVXUHV� IURP� (1*2V� ZRXOG� EH� PRVW�DSSDUHQW����+RZHYHU�� WKH�PRUH� FULWLFDO� LVVXH� KHUH� FRQFHUQV� WKH� DVVXPSWLRQV�ZKLFK� XQGHUOLH�HQYLURQPHQWDO� VHQVLWLYLW\�DV�H[SORUHG�SUHYLRXVO\�XQGHU�ERWK�($7�DQG�2/7�ZKHUH� WKH�HLJKW�LQGXVWU\� VHFWRUV� ZHUH� FODVVLILHG� ELQRPLDOO\� DV� EHWZHHQ� HQYLURQPHQWDOO\� DQG� OHVV�HQYLURQPHQWDOO\�VHFWRUV�RQ�WKH�EDVLV�RI�JHQHUDO�SHUFHSWLRQV�ZLWKLQ�WKH�OLWHUDWXUH��7KH�UHVXOWV�SUHVHQWHG�LQ�ERWK�7DEOHV������DQG������VXJJHVW�WKDW�VXFK�D�SULRUL FODVVLILFDWLRQV�PD\� QRW� WHOO� WKH� IXOO� VWRU\�� WKH� WHVW� UHVXOWV� IRU� K\SRWKHVLV� +�E SURYLGLQJ� HYLGHQFH� ZKLFK�VXJJHVWV� WKDW� WKH� UHODWLRQVKLS� EHWZHHQ� LQGXVWU\� VHFWRU� DQG� YDULDWLRQV� LQ� HQYLURQPHQWDO�GLVFORVXUH�DFURVV�ILUPV�DQG�RYHU�WLPH�PD\�EH�VXEMHFW�WR�VRFLR�SROLWLFDO�LQIOXHQFHV�HPDQDWLQJ�IURP� VHFWLRQV� RI� VRFLHW\�ZKLFK�� LQ� WXUQ�� LQIOXHQFH�PDQDJHULDO� EHKDYLRXU�� ,Q� RWKHU�ZRUGV�� D�EHWWHU� XQGHUVWDQGLQJ� RI� WKH� LQGXVWU\� VHFWRU�GLVFORVXUH� UHODWLRQVKLS�PD\� EH� SRVVLEOH� WKURXJK�H[SORULQJ�WKH�SHUFHSWLRQV�RI�JURXSV�LQ�VRFLHW\��7KLV�VXJJHVWV�WKDW��LQ�IXWXUH�UHVHDUFK�DW�OHDVW��PRUH�FDUHIXO�FRQVLGHUDWLRQ�PD\�QHHG�WR�EH�JLYHQ�WR�WKH�FODVVLILFDWLRQ�RI�LQGXVWULHV�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�VHQVLWLYLW\�
����� (QYLURQPHQWDO�VHQVLWLYLW\�DQG�VL]H$�VHFRQG�DVSHFW�RI� WKH� LQGXVWU\�VL]H�GLVFORVXUH� UHODWLRQVKLS� WKDW�KDV� UHFHQWO\�EHHQ�H[SORUHG�XVLQJ� RUJDQL]DWLRQDO� OHJLWLPDF\� WKHRU\� LV� WKH� DVVHUWLRQ WKDW� WKLV� UHODWLRQVKLS� LV�PXFK�PRUH�VHQVLWLYH�LQ�WKH�FDVH�RI�HQYLURQPHQWDOO\�VHQVLWLYH�VHFWRUV�WKDQ�LW�LV�IRU�OHVV�HQYLURQPHQWDOO\�VHQVLWLYH� VHFWRUV� �VHH�� IRU�H[DPSOH��'HHJDQ�DQG�*RUGRQ��������+DFNVWRQ�DQG�0LOQH���������$V� VL]H� LV� VHHQ� DV� D�SUR[\� IRU�SROLWLFDO� YLVLELOLW\�� WKLV� DVVHUWLRQ� LPSOLHV� WKDW� WKH� DVVRFLDWLRQ�EHWZHHQ�SROLWLFDO�YLVLELOLW\�DQG�YDULDWLRQV�LQ�HQYLURQPHQWDO�GLVFORVXUH�LV�VWURQJHU�LQ�WKH�FDVH�RI� FRPSDQLHV� RSHUDWLQJ� LQ� HQYLURQPHQWDOO\�VHQVLWLYH� �(6�� LQGXVWULHV� WKDQ� IRU� FRPSDQLHV�RSHUDWLQJ� LQ� OHVV� HQYLURQPHQWDOO\�VHQVLWLYH� �/(6�� LQGXVWULHV�� ,Q� RWKHU� ZRUGV�� VL]H� RU� SURILW�PD\�EH�D�PXFK�PRUH�LPSRUWDQW�PRGHUDWRU�RI�HQYLURQPHQWDO�GLVFORVXUH�IRU�HQYLURQPHQWDOO\�VHQVLWLYH�FRPSDQLHV�WKDQ�WKHLU�OHVV�HQYLURQPHQWDOO\�VHQVLWLYH�FRXQWHUSDUWV��VWDWHG�IRUPDOO\�DW�K\SRWKHVLV�+�F �VHH�DERYH���(VVHQWLDOO\�� WKLV� K\SRWKHVLV� LV� FRQFHUQHG� ZLWK� WKH� VORSH� RU� DQJOH� RI� WKH� OLQHDU� UHODWLRQVKLS�EHWZHHQ� &('� DQG� SROLWLFDO� YLVLELOLW\�� )RU� WKH� DVVRFLDWLRQ� WR� EH� VWURQJHU� LQ� WKH� FDVH� RI� (6�FRPSDQLHV�WKDQ�IRU�/(6�FRPSDQLHV�LPSOLHV�WKDW�WKH�VORSH�RI�WKH�UHJUHVVLRQ�OLQH�LV�VWHHSHU�IRU�(6�FRPSDQLHV� WKDQ�IRU�/(6�FRPSDQLHV�ZKHQ�XVLQJ�SROLWLFDO�YLVLELOLW\�DV� WKH�FRHIILFLHQW��%\�GHILQLWLRQ��WKH�QXOO�K\SRWKHVLV�LV�WKDW�WKH�VORSHV�RI�WKH�WZR�UHJUHVVLRQ�OLQHV�DUH�SDUDOOHO�WR�RQH�DQRWKHU�� L�H�� WKH� GLIIHUHQFH� LQ� WKH� WZR� VORSHV� LV� FORVH� WR� ]HUR���� 7R� WHVW� K\SRWKHVLV� +�F�� D�VSHFLILF� 0$129$� FRPPDQG� V\QWD[� ZDV� ZULWWHQ� ZKLFK� HIIHFWLYHO\� LQVWUXFWV� WKH� 6366�SURJUDPPH�WR�SURYLGH�QHW�YDOXHV� IRU� WKH�GLIIHUHQFH�LQ�VORSHV�RI� WKH�WZR�OLQHDU�UHODWLRQVKLSV�EHWZHHQ�SROLWLFDO�YLVLELOLW\�DQG�&('�IRU�(6�DQG�/(6�FRPSDQLHV�� UHVSHFWLYHO\� �1RUXVLV�DQG�6366���������8VLQJ�WKLV�FRPPDQG�V\QWD[��D�81,$129$�WHVW�ZDV�SHUIRUPHG�E\�UHJUHVVLQJ�WKH�GLVFORVXUH�YDULDEOH�³7RWDO�&('´�RQ�HDFK�RI�WKH�IRXU�FRUSRUDWH�FKDUDFWHULVWLFV�ZKLFK�VHUYH�
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DV�SUR[LHV�IRU�SROLWLFDO�YLVLELOLW\�IRU�WKH�IXOO�VDPSOH�RI����%HQHOX[�DQG�*HUPDQ�ILUPV�IRU�HDFK�RI�WKH�VHYHQ�\HDUV�RI�WKH�VWXG\��7KH�UHVXOWV�RI�HDFK�VHW�RI�UHJUHVVLRQV�DUH�VXPPDULVHG�LQ�7DEOH������EHORZ�
7DEOH�����&RPSDULVRQ�RI�WKH�VWUHQJWK�RI�WKH�UHODWLRQVKLS�EHWZHHQ�SROLWLFDO�YLVLELOLW\�DQG�WRWDO�&('�IRU�HQYLURQPHQWDOO\�VHQVLWLYH�DQG�OHVV�HQYLURQPHQWDOO\�VHQVLWLYH�FRPSDQLHV&KDUDFWHULVWLF��[�YDULDEOH� ���� ���� ���� ���� ���� ���� ����7RWDO�$VVHWV'LIIHUHQFH�LQ�VORSHV ������ ����� ����� ����� ������ ������ ������)�YDOXH ���� ���� ���� ���� ���� ���� ����S�YDOXH ����� ����� ����� ����� ����� ����� �����&DSLWDO�(PSOR\HG'LIIHUHQFH�LQ�VORSHV ������ ������ ������ ������ ������ ������ ������)�YDOXH ���� ���� ���� ���� ���� ���� ����S�YDOXH ����� ����� ����� ����� ����� ����� �����3URILWV��3%,7�'LIIHUHQFH�LQ�VORSHV ������ ������ ������ ������ ����� ������ �����)�YDOXH ���� ���� ���� ���� ���� ���� ����S�YDOXH ����� ����� ����� ����� ����� ����� �����1XPEHU�RI�HPSOR\HHV'LIIHUHQFH�LQ�VORSHV ����� ����� ����� ����� ����� ����� �����)�YDOXH ���� ���� ���� ���� ���� ���� ����S�YDOXH ����� ����� ����� ����� ����� ����� �����1RWHV� 7KLV� WDEOH� VKRZV� WKH�)� DQG� S�YDOXHV�� IRU� HDFK� UHJUHVVLRQ�� ZKHQ� FRPSDULQJ� WKH� OLQHDU� UHODWLRQVKLS�EHWZHHQ� SROLWLFDO� YLVLELOLW\� DQG� 7RWDO� &('� IRU� HQYLURQPHQWDOO\�VHQVLWLYH� OHVV� HQYLURQPHQWDOO\�VHQVLWLYH�FRPSDQLHV�� UHVSHFWLYHO\�� IRU� HDFK� YDULDEOH� IRU� SROLWLFDO� YLVLELOLW\� UXQ� DJDLQVW� DOO� ��� FRPSDQLHV� LQ� HDFK� \HDU��µ'LIIHUHQFH�LQ�VORSHV¶�LQGLFDWHV�WKH�QHW�VORSH�RI�WKH�WZR�UHJUHVVLRQ�OLQHV�ZKHQ�RQH�LV�VXEWUDFWHG�IURP�WKH�RWKHU��D���YH LQGLFDWLQJ�WKDW�WKH�VORSH�RI�WKH�UHJUHVVLRQ�OLQH�IRU�HQYLURQPHQWDOO\�VHQVLWLYH�FRPSDQLHV�LV�VWHHSHU�WKDQ�WKDW�IRU� OHVV� HQYLURQPHQWDOO\�VHQVLWLYH� FRPSDQLHV� DQG� D�±YH YLFH� YHUVD�� $OO� WHVWV� ZHUH� UXQ� DJDLQVW� WUDQVIRUPHG�YDOXHV�7KHVH�UHVXOWV�GR�QRW�VXSSRUW� WKH�DOWHUQDWLYH�K\SRWKHVLV�DQG�WKXV�WKH�QXOO�K\SRWKHVLV� WKDW� WKH�VORSHV�RI� WKH� WZR�UHJUHVVLRQ� OLQHV�DUH�QRW�GLIIHUHQW� IURP�RQH�DQRWKHU�FDQQRW�EH�UHMHFWHG��2I�WKH����YDOXHV� IRU� WKH� µGLIIHUHQFH� LQ� VORSHV¶�����DUH�QHJDWLYH� LQGLFDWLQJ� WKDW� WKH� VORSH�RI� WKH�UHJUHVVLRQ� OLQH� IRU� WKH� OHVV� HQYLURQPHQWDOO\�VHQVLWLYH� FRPSDQLHV� LV� VWHHSHU WKDQ� WKDW� IRU�HQYLURQPHQWDOO\�VHQVLWLYH�FRPSDQLHV��+RZHYHU��QRQH�RI�WKHVH�YDOXHV�LV�VLJQLILFDQWO\�GLIIHUHQW�IURP�]HUR�� WKH�)�YDOXHV�DUH�UHODWLYHO\�VPDOO�DQG�QRQH�RI�WKH�S�YDOXHV�LV�VLJQLILFDQW��DW���SHU�FHQW���DOO�RI�ZKLFK�LQGLFDWHV�WKDW�WKH�WZR�VORSHV�DUH�DOPRVW�SDUDOOHO�WR�RQH�DQRWKHU��7KH�SUHVHQW�VWXG\¶V�ILQGLQJV�WKHUHIRUH�GR�QRW�VXSSRUW�WKH�K\SRWKHVLV�WKDW�WKH�DVVRFLDWLRQ�EHWZHHQ�SROLWLFDO�YLVLELOLW\� DQG� HQYLURQPHQWDO� GLVFORVXUH� LV� VWURQJHU� LQ� WKH� FDVH� RI� HQYLURQPHQWDOO\�VHQVLWLYH�FRPSDQLHV�FRPSDUHG� WR� OHVV�HQYLURQPHQWDOO\�VHQVLWLYH�FRPSDQLHV�� WKXV�SURYLGLQJ�D� UHEXWWDO�WR� OHJLWLPDF\� WKHRU\� LQ� WKLV� SDUWLFXODU� FRQWH[W�� *LYHQ� WKDW� WKHVH� UHVXOWV� FRQWUDGLFW� WKRVH� RI�SUHYLRXV�VWXGLHV��'HHJDQ�DQG�*RUGRQ��������*UD\�HW�DO�������� +DFNVWRQ�DQG�0LOQH���������IXUWKHU�UHVHDUFK�LQ�WKLV�DUHD�LV�QHHGHG�WR�H[DPLQH�LQ�PRUH�GHWDLO�WKH�LQIOXHQFH�RI�RWKHU�IDFWRUV��VXFK� DV� FXOWXUH�� IRU� H[DPSOH�� RQ� WKH� LQGXVWU\�VL]H�GLVFORVXUH� UHODWLRQVKLS�� )RU� QRZ�� H[WDQW�HPSLULFDO�HYLGHQFH�LQ�VXSSRUW�RI�K\SRWKHVLV�+�F UHPDLQV�QR�PRUH�WKDQ�HTXLYRFDO�
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����� 6RFLDO�SUHVVXUHV��HQYLURQPHQWDO�FDPSDLJQV��IURP�(1*2V6RFLHWDO� SUHVVXUHV� RU� FRQVWUDLQWV�PD\� WDNH� GLIIHUHQW� IRUPV�± ODZV� DQG� UHJXODWLRQV�� LQWHUQDO�GHPDQGV� IURP� ZLWKLQ� WKH� RUJDQL]DWLRQ� �YDOXHV��� H[SHFWDWLRQV� RI� LQYHVWRUV�� HPSOR\HHV��FXVWRPHUV�DQG�FRQVXPHUV��DQG�RWKHU�VWDNHKROGHUV�LQFOXGLQJ�QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQV��*LYHQ�WKDW�VRFLDO�SUHVVXUH�LV�LQ�SDUW�D�IXQFWLRQ�DQG�UHVXOW�RI�WKH�YLHZV�DQG�DFWLYLWLHV�RI�YDULRXV�VHFWLRQV� RI� VRFLHW\�� WKH� FDPSDLJQLQJ� DQG� OREE\LQJ DFWLYLWLHV� RI� QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQV� �1*2V�� DUJXDEO\� UHSUHVHQW� D� SRZHUIXO� VRXUFH� RI� VXFK� SUHVVXUH� LQ� PRGHUQ�:HVWHUQ� GHPRFUDFLHV�� 7KXV�� LI� ZH� DFFHSW� WKDW� FDPSDLJQLQJ� RUJDQL]DWLRQV� VXFK� DV�HQYLURQPHQWDO�SUHVVXUH�JURXSV�DUH�RQH�RI� WKH�VRXUFHV�RI�VRFLDO�SUHVVXUHV�RQ�FRPSDQLHV�DQG�WKDW�VXFK�SUHVVXUHV�KDYH�DQ�LPSDFW�RQ�FRPSDQLHV�DFWLYLWLHV��LQFOXGLQJ�WKHLU�FRPPXQLFDWLRQV�WR� VRFLHW\�� WKHQ� E\� REWDLQLQJ� D� PHDVXUH� RI� WKH� H[WHQW� WR� ZKLFK� (1*2V� KDYH� FRQGXFWHG�FDPSDLJQV� DJDLQVW� WKH� FRPSDQLHV� LQ� WKH� VWXG\�� LW� LV SRVVLEOH� WR� WHVW� WKH� H[LVWHQFH� RI� D�UHODWLRQVKLS�EHWZHHQ�DFWXDO VRFLDO�SUHVVXUHV�DQG�&('��:KLOVW� FRQFHUQ� IRU� HQYLURQPHQWDO� LVVXHV� DQG� FRUSRUDWH� HQYLURQPHQWDO� SHUIRUPDQFH� LV� QRW�QHFHVVDULO\� OLPLWHG� WR� RQH� SDUWLFXODU� IDFWLRQ� ZLWKLQ� VRFLHW\�� WKH� ULVH� LQ� WKH SURPLQHQFH� RI�HQYLURQPHQWDO� SUHVVXUH� JURXSV� VLQFH� WKH� ODWH� ����V� DV� D� SRZHUIXO� SROLWLFDO� OREE\� JURXS�FRQFHUQHG� ZLWK� PDNLQJ� FRUSRUDWH� HQWLWLHV� PXFK� PRUH� UHVSRQVLEOH� IRU�� DQG� UHVSRQVLYH� WR��HQYLURQPHQWDO� LVVXHV� LV� ZHOO� GRFXPHQWHG� �VHH�� IRU� H[DPSOH�� %HEELQJWRQ� HW� DO��� ������(ONLQJWRQ�������������7LOW���������,Q�WKH�VSHFLILF�FRQWH[W�RI�WKH�HQYLURQPHQW��LW�LV�DUJXHG�WKDW�RQH�RI� WKH�SULPDU\�IDFWRUV� LQIOXHQFLQJ�D�FRPSDQ\¶V�UHVSRQVH�RQ�HQYLURQPHQWDO� LVVXHV�LV� WKH�JURZWK�LQ�DZDUHQHVV�DQG�FRQFHUQ�IRU�HQYLURQPHQWDO�LVVXHV�LQ�WKH�JHQHUDO�FRPPXQLW\��'HHJDQ�DQG�*RUGRQ��������+LQHV��$����������0RUHRYHU��WKLV�DUJXPHQW�LV�H[WHQGHG�E\�WKH�FODLP�WKDW�LI�WKH� PHPEHUV� RI� WKH� ZLGHU� FRPPXQLW\� DUH� EHFRPLQJ� PRUH� LQWHUHVWHG� LQ� FRUSRUDWH�HQYLURQPHQWDO�LPSDFWV��PDQDJHPHQW�LV�PRUH�OLNHO\�WR�IHHO�FDOOHG�XSRQ�WR�SURYLGH�DQ�DFFRXQW�WR�WKDW�VRFLHW\�RI�WKRVH�LPSDFWV��:LOPKXUVW�DQG�)URVW���������'HHJDQ�DQG�*RUGRQ¶V��������VWXG\�LV�LPSRUWDQW�LQ�WKLV�FRQWH[W�EHFDXVH�WKH\�UHSRUW�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�LQFUHDVHV�LQ�HQYLURQPHQWDO�GLVFORVXUH�DQG�FKDQJHV�LQ�WKH�PHPEHUVKLS�RI�HQYLURQPHQWDO�SUHVVXUH�JURXSV�RYHU�WLPH��7KLV�SRVLWLYH�DVVRFLDWLRQ�LV�VHHQ�DV�VXSSRUWLQJ�WKHLU�DUJXPHQW�WKDW�PDQDJHPHQW�XVHV�HQYLURQPHQWDO�GLVFORVXUH�DV�SDUW�RI�D�OHJLWLPLVLQJ�VWUDWHJ\�LQ�UHVSRQVH�WR�D�SHUFHLYHG�FKDQJH�LQ WKH�QRUPV�DQG�YDOXHV�RI�VRFLHW\�DV�D�ZKROH��:LOPKXUVW�DQG�)URVW��������HPSOR\�WKH�VDPH�DUJXPHQW��VXJJHVWLQJ�WKDW�PHPEHUVKLS�RI�HQYLURQPHQWDO�OREE\�RUJDQL]DWLRQV� LV� D� UHIOHFWLRQ� RI� FRPPXQLW\� FRQFHUQV� DQG� WKDW� FRPSDQLHV� UHVSRQG� WR�FRPPXQLW\� FRQFHUQV� UDWKHU�WKDQ� GLUHFWO\� WR� WKH� FRQFHUQV� RI� HQYLURQPHQWDO� JURXSV�� ,Q�RWKHU�ZRUGV�� WKH� YDOXHV� DQG� QRUPV� RI� VRFLHW\� DV� D� ZKROH� DUH� UHIOHFWHG� WKURXJK� WKHLU� YROXQWDU\�PHPEHUVKLS�DQG�VXSSRUW�IRU�WKH�DFWLYLWLHV�RI�HQYLURQPHQWDO�SUHVVXUH�JURXSV�DQG�WKDW�EXVLQHVV�RUJDQL]DWLRQV�� UHFRJQLVLQJ� WKLV� FRQQHFWLRQ�� UHVSRQG� E\� LQFUHDVLQJ� WKHLU� IRFXV� RQ�HQYLURQPHQWDO�LVVXHV�WR�GHIHQG��SURWHFW�DQG�VXSSRUW�WKHLU�OHJLWLPDF\�VWDWXV��0RUHRYHU��ZKLOH�WKH� PHPEHUVKLS� RI� HQYLURQPHQWDO� RUJDQL]DWLRQV� PD\� EH� D� XVHIXO� KHXULVWLF� IRU� H[SORULQJ�FRPPXQLW\�FRQFHUQV��FRUSRUDWH�PDQDJHPHQW�LV�VHHQ�DV�PRUH�FRQFHUQHG�ZLWK�DSSHDULQJ�WR�EH�GHIHUHQWLDO� WR� FRPPXQLW\� FRQFHUQV� LQ� JHQHUDO� UDWKHU� WKDQ� WR� WKH� VSHFLILF� DJHQGDV� RI�HQYLURQPHQWDO�RUJDQL]DWLRQV��:LOPKXUVW�DQG�)URVW���������7KH� ODWWHU� VXJJHVWLRQ� FRXOG� H[SODLQ� WKH� DSSDUHQW� FRQWUDGLFWLRQ� EHWZHHQ�� RQ� WKH� RQH� KDQG��SRVLWLYH� FRUUHODWLRQV� EHWZHHQ� FRUSRUDWH� HQYLURQPHQWDO� GLVFORVXUH� DQG� WKH� PHPEHUVKLS� RI�HQYLURQPHQWDO� OREE\� RUJDQL]DWLRQV� �'HHJDQ� DQG� *RUGRQ�� ������� DQG�� RQ� WKH� RWKHU�� WKH�
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UHODWLYHO\�ORZ�LPSRUWDQFH�DIIRUGHG�E\�VHQLRU�PDQDJHPHQW�WR�HQYLURQPHQWDO�SUHVVXUH�JURXSV��ERWK� LQ� UHODWLRQ� WR� WKH� OHYHO� RI� GLUHFW� HQJDJHPHQW� �7DEOH� ����� DQG� WKH� YROXQWDU\�FRPPXQLFDWLRQ�RI�HQYLURQPHQWDO�LQIRUPDWLRQ��7DEOH��������7KH�GHJUHH�WR�ZKLFK�WKH�PHPEHUVKLS�RI�HQYLURQPHQWDO�OREE\�JURXSV�DGHTXDWHO\�FDSWXUHV�WKH�QRUPV� DQG� YDOXHV� RI� D� VRFLHW\� KDV� UHFHLYHG� OLWWOH� GHWDLOHG� DQDO\VLV� LQ� WKH� &65� OLWHUDWXUH��5DWKHU�� LW�KDV�EHHQ�DVVXPHG�WR�SURYLGH�D�YDOLG�SUR[\�IRU�WKRVH�QRUPV�DQG�YDOXHV��+RZHYHU��ILHOG�ZRUN�FDUULHG�RXW�DV�SDUW�RI�WKH�SUHVHQW�VWXG\�UHYHDOHG�D�ODUJH�QXPEHU�RI�HQYLURQPHQWDO�JURXSV� ZLWKLQ� FHUWDLQ� FRXQWULHV�� QRWDEO\� WKH� 1HWKHUODQGV�� WR� EH� QRQ�PHPEHUVKLS�RUJDQL]DWLRQV�� VXFK� DV� ³6WLFKWLQJ´� �L�H�� IRXQGDWLRQV�� ZKLFK� DUH� ILQDQFHG� E\� JUDQWV� IURP�FHQWUDO� DQG� ORFDO� JRYHUQPHQW� DQG� RWKHU VRXUFHV� RI� IXQGLQJ�� +HQFH�� UHVHDUFK� EDVHG� RQ�PHPEHUVKLS�DORQH�LQ�D�(XURSHDQ�FRQWH[W�ZRXOG��E\�GHILQLWLRQ��H[FOXGH�WKHVH�SDUWLFXODU�W\SHV�RI� RUJDQL]DWLRQ��0RUHRYHU�� UHFHQW� GHYHORSPHQWV� LQ� FRPPXQLFDWLRQ� WHFKQRORJ\�� QRWDEO\� WKH�,QWHUQHW� DQG� SRUWDEOH� WHOHSKRQHV�� DQG� LQ� WKH� ZD\� LQ� ZKLFK� HQYLURQPHQWDO� RUJDQL]DWLRQV�RSHUDWH��VXFK�DV�WKURXJK�SHUPDQHQW�DIILOLDWLRQV�DQG�DG�KRF DFWLRQ�QHWZRUNV��VHH��IRU�H[DPSOH��9DQ� +HHUHQ� ������� IRU� D� PRUH� FRPSOHWH� SLFWXUH��� KDYH� EURXJKW� DERXW� PXFK� PRUH�VRSKLVWLFDWHG� DQG� FRPSOH[� IRUPV� RI� OREE\LQJ� E\� HQYLURQPHQWDO� JURXSV� ZKLFK�� DUJXDEO\��FDQQRW�EH�DGHTXDWHO\�UHIOHFWHG�LQ�D�VLPSOH�PHDVXUH�EDVHG�RQ�PHPEHUVKLS��:KLOVW�WKHVH�LVVXHV�PD\�QRW� FRPSOHWHO\� LQYDOLGDWH� WKH�XVH�RI�PHPEHUVKLS�RI�(1*2V�DV�D�SUR[\� IRU� WKH�YDOXHV�DQG� QRUPV� RI� D� VRFLHW\�� WKH\� GR� VXJJHVW� WKDW� RWKHU� UHVHDUFK� DSSURDFKHV� PD\� EH� PRUH�DSSURSULDWH�LQ�FHUWDLQ�FRQWH[WV����$Q�DOWHUQDWLYH�DSSURDFK��WKH�RQH�DGRSWHG�KHUH��LV�WR�FRQVLGHU�WKH� SRVVLEOH�GLUHFW LQIOXHQFH� RI� HQYLURQPHQWDO� SUHVVXUH� JURXSV� RQ� FRUSRUDWH� HQYLURQPHQWDO�GLVFORVXUH��7KLV�QRW�RQO\�DYRLGV�WKH�SUREOHP�RI�PHPEHUVKLS�UHIHUUHG�WR�DERYH�EXW�DOVR�KDV�WKH�DGYDQWDJH� RI� IRFXVLQJ� RQ� WKH� VSHFLILF� DFWLYLWLHV� RI� (1*2V�� DFWLYLWLHV� ZKLFK�� DUJXDEO\�� DUH�VXSSRUWHG�E\�WKH�VRFLHW\�LQ�ZKLFK�WKH\�DUH�FDUULHG�RXW��:KHWKHU�PDQDJHPHQW�GR�LQ�IDFW�UHDFW�LQ�D�GLVFORVXUH�FDSDFLW\�WR�SUHVVXUH�IURP�HQYLURQPHQWDO�OREE\�JURXSV�LV�VWLOO�XQFOHDU�DQG�WKHUH�KDV� EHHQ� UHODWLYHO\� OLWWOH� UHVHDUFK� WR� GDWH� ZKLFK� H[SORUHV� WKH� LQIOXHQFH� RI� WKHVH� JURXSV� RQ�PDQDJHPHQW�EHKDYLRXU��7LOW�������EHLQJ�D�QRWDEOH�H[FHSWLRQ��
7DEOH�����$VSHFWV�RI�VRFLR�SROLWLFDO�LQWHUDFWLRQ�EHWZHHQ�(1*2V�DQG�ODUJH�(XURSHDQ�EXVLQHVVHV$VSHFW�DQG�UHVSRQVH���� %HQHOX[�	�*HUPDQ�(1*2V��Q� ���� (XURSHDQ�(1*2V��Q� ����

<HV� 1R 2WKHU <HV� 1R 2WKHU
'RHV�\RXU�RUJDQL]DWLRQ�FRQGXFW�HQYLURQPHQWDO�FDPSDLJQV"��4�� �� �� � �� �� �'RHV�\RX�RUJDQL]DWLRQ�DWWHPSW�WR�LQIOXHQFH�HQYLURQPHQWDO�UHSRUWLQJ�E\�FRPSDQLHV"��4�� �� �� � �� �� �'RHV�\RXU�RUJDQL]DWLRQ�H[DPLQH�RU�UHYLHZ�HQYLURQPHQWDO�LQIRUPDWLRQ�GLVFORVHG�E\�FRPSDQLHV"��4��� �� �� � �� �� �

1RWH� 7KLV�WDEOH�VXPPDULVHV�WKH�UHVSRQVHV�RI�WKH�VDPSOH�RI�%HQHOX[�*HUPDQ�DQG�WKH�ZLGHU�(XURSHDQ�VDPSOH�RI�(1*2V�� UHVSHFWLYHO\�� WR� TXHVWLRQV� LQ� D�PDLOHG� TXHVWLRQQDLUH� ZKHUH� UHVSRQGHQWV� ZHUH� DVNHG� WR� LQGLFDWH� WKHLU�UHVSRQVH�XVLQJ�D�³\HV�QR´�W\SH�IRUPDW�
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2QH� ZD\� RI� H[SORULQJ� VXFK� LQIOXHQFH� LV�� IROORZLQJ� 'HHJDQ� DQG� *RUGRQ� ������� DQG� 7LOW��������� WR� FRQGXFW� UHVHDUFK� LQWR� WKH� FDPSDLJQ� DFWLYLWLHV� RI� HQYLURQPHQWDO� JURXSV�� WKH�SUHVXPSWLRQ� EHLQJ� WKDW� WKHUH� LV� D� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ� WKH� H[WHQW� RI� VXFK� DFWLYLWLHV�DQG�WKH�DPRXQW�RI�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH��+�D���$OWKRXJK�WKH�FDPSDLJQ�DFWLYLWLHV�RI� HQYLURQPHQWDO� SUHVVXUH�JURXSV� UHSUHVHQWV� WKH� IRFXV�RI� WKH�SUHVHQW� VWXG\�� WKH�RSSRUWXQLW\�KDV�EHHQ�WDNHQ�WR�H[SORUH�RWKHU�DFWLYLWLHV�UHODWHG�WR�(1*2V¶�FDPSDLJQV�WR�SURYLGH�D�EURDGHU�VRFLR�SROLWLFDO� SLFWXUH� RI� WKH� LQWHUDFWLRQ� EHWZHHQ� HQYLURQPHQWDO� JURXSV� DQG� ODUJH� EXVLQHVV�RUJDQL]DWLRQV�� 7KH� TXHVWLRQQDLUH� WR� (1*2V� WKHUHIRUH� LQFOXGHG� WKUHH� VSHFLILF� TXHVWLRQV� RQ�WKLV�DVSHFW�RI� WKHLU�DFWLYLWLHV� �7DEOH������DERYH���$V�VKRZQ�LQ�7DEOH������� WZR�WKLUGV�RI� WKH�(1*2V� VDPSOHG� FRQGXFW� HQYLURQPHQWDO� FDPSDLJQV� �GHILQHG� DV�� ³FDPSDLJQV� ZKLFK�HQFRXUDJH�� FKDOOHQJH� RU� GHPRQVWUDWH� DJDLQVW� WKH� DFWLYLWLHV� RI� EXVLQHVV� RUJDQL]DWLRQV� DQG�RU�LQGXVWULHV�� LQFOXGLQJ� SXEOLFLW\� FDPSDLJQV� WKURXJK� WKH�PHGLD� DQG� WKH� LQWHUQHW�� GLUHFW� DFWLRQ�DJDLQVW� LQGLYLGXDO� FRPSDQLHV� RU� ZKROH� LQGXVWULHV�� ZRUNLQJ� ZLWK� FRPSDQLHV� DQG�RU� WKHLU�LQGXVWU\� WUDGH� ERGLHV� WR� LPSURYH� HQYLURQPHQWDO� SHUIRUPDQFH� DQG� SROLWLFDO� OREE\LQJ� RI� WKH�(XURSHDQ� &RPPLVVLRQ�� WKH� (XURSHDQ� 3DUOLDPHQW�� *RYHUQPHQW� PLQLVWULHV� DQG� UHJXODWRU\�DXWKRULWLHV´��(1*2V�LQYROYHG�LQ�HQYLURQPHQWDO�FDPSDLJQV�ZHUH�DOVR�DVNHG�WR�LQGLFDWH�WKH�QDWXUH�RI�WKHVH�FDPSDLJQV�LQ�UHODWLRQ�WR�HDFK�RI�WKH�HLJKW�LQGXVWU\�VHFWRUV�LQFOXGHG�WKH�VWXG\��7KHLU�UHVSRQVHV�DUH� VXPPDULVHG� LQ� 7DEOH� ������ ZKLFK� GLVWLQJXLVKHV� EHWZHHQ� µQHJDWLYH¶� DQG� µSRVLWLYH¶�FDPSDLJQV��$�QXPEHU�RI�LVVXHV�DUH�DSSDUHQW�IURP�WKH�HPSLULFDO�GDWD�SUHVHQWHG�LQ�7DEOH�������)LUVWO\�� HQYLURQPHQWDO� FDPSDLJQV� E\� (1*2V� DSSHDU� WR� EH� FRQGXFWHG� RQ� D� EURDG� IURQW�FRYHULQJ� DOO� DUHDV� RI� HFRQRPLF� DFWLYLW\� UDWKHU� EHLQJ� FRQILQHG� WR� WKH� �SUHVXPHG�� PRUH�HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV�VHFWRUV��6HFRQGO\�� WKHVH�FDPSDLJQV�WDNH�RQ�D�YDULHW\�RI�GLIIHUHQW� IRUPV�� ZLWK� VRPH� EHLQJ� QHJDWLYH� LQ� QDWXUH� �H�J�� WKRVH� DJDLQVW� WKH� FKHPLFDOV��FRQVXPHU� JRRGV� DQG� HQHUJ\� XWLOLWLHV� VHFWRUV�� ZKLOVW� RWKHUV� DUH� RI� D� PRUH� SRVLWLYH� QDWXUH�LQYROYLQJ�FRRSHUDWLRQ�EHWZHHQ�(1*2V�DQG�LQGLYLGXDO�FRPSDQLHV��,QGHHG��LW�LV�HYLGHQW�IURP�WKH�UHSOLHV�WKDW�VRPH�HQYLURQPHQWDO�RUJDQL]DWLRQV�DUH�DFWLYHO\�ZRUNLQJ�ZLWKEXVLQHVV�LQ�ZKDW�DUH� NQRZQ� DV� µJUHHQ� DOOLDQFHV¶�� �$UWV�� ������� IRU� H[DPSOH�� WRZDUGV� PLQLPL]LQJ�HQYLURQPHQWDO� LPSDFWV� DQG� WR� HQFRXUDJH� ILUPV� WR� GHYHORS� WKHLU� RZQ� VWUDWHJLF� ELR�GLYHUVLW\�DFWLRQ�SODQV�WR�PHHW�ELR�GLYHUVLW\�WDUJHWV��0RUH�LQWULJXLQJ�SHUKDSV�LV�WKH�IDFW�WKDW�D�QXPEHU�RI�(1*2V�DUH�DFWLYHO\�KLULQJ�WKHPVHOYHV�RXW�DV�FRQVXOWDQWV�WR�EXVLQHVV�RQ�HQYLURQPHQWDO�LVVXHV��PDLQO\� LQ� UHODWLRQ� WR� SXEOLF� UHODWLRQV� FDPSDLJQV�� �WKHVH� ZHUH�� SHUKDSV� QRW� VXUSULVLQJO\��XQZLOOLQJ�WR�FRPPHQW�RQ�WKH�HQYLURQPHQWDO�SHUIRUPDQFH�RI�WKHLU�³FOLHQWV´�� VHH�EHORZ��
7DEOH�����1DWXUH�RI�(1*2V¶�HQYLURQPHQWDO�FDPSDLJQV��E\�LQGXVWU\�VHFWRU,QGXVWU\�VHFWRU 1HJDWLYH�FDPSDLJQV 3RVLWLYH�FDPSDLJQV
%DQNLQJ�	�,QVXUDQFH )LQDQFLQJ�RI�GHVWUXFWLYH�H[WUDFWLRQ�SURMHFWV��H�J��$%1�$052�RI�PLQLQJ�LQ�3DSXD�1HZ�*XLQHD�

µ*UHHQ¶�HWKLFDO�LQYHVWPHQWV��HQYLURQPHQWDO�HGXFDWLRQ�	�UHVHDUFK�LQWR�LPSDFW�RI�EDQNLQJ�RQ�WKH�HQYLURQPHQW��LQFRUSRUDWLRQ�RI�HQYLURQPHQWDO�SULRULWLHV�LQ�OHQGLQJ�SROLFLHV��(,$V��LQYHVWPHQW�SROLFLHV�	�RIILFLDO�VWDQGDUGV
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7DEOH�������FRQWLQXHG�,QGXVWU\�VHFWRU 1HJDWLYH�FDPSDLJQV 3RVLWLYH�FDPSDLJQV&KHPLFDOV $JUR�FKHPLFDOV��GLR[LQV��39&�DQG�SODVWLFV��SKRVSKDWHV��SHVWLFLGHV��SDLQWV�DQG�VROYHQWV��G\HV��FKORULQH�FKHPLFDOV��JHQHUDO�HQYLURQPHQWDO�SHUIRUPDQFH�H�J��FRQWUROOLQJ�HPLVVLRQV��DQWL�OLFHQFHV

(FR�IULHQGO\��HFR�ODEHOOHG��GHWHUJHQWV��UHVHDUFK�LQWR�ULVN�DQG�XQFHUWDLQW\�LVVXHV��FRPSOLDQFH�ZLWK�LQWHUQDWLRQDO�FRGHV�DQG�FRQYHQWLRQV
&RQVXPHU�*RRGV 3DFNDJLQJ��EXLOGLQJ�PDWHULDOV��SHVWLFLGH�XVH��EDWWHULHV��JHQHWLFDOO\�PRGLILHG�RUJDQLVPV��QRQ�)RUHVWU\�6WHZDUGVKLS�&RXQFLO��)6&��FHUWLILHG�WLPEHU�SURGXFWV��VXSSO\�FKDLQ�LQLWLDWLYHV��ILVKLQJ��FRVPHWLFV��VROYHQWV��EDWWHU\�IDUPLQJ��DQLPDO�WHVWLQJ��SODVWLF�EDJV��µEX\�QRWKLQJ¶�GD\V

(QHUJ\�HIILFLHQF\��RUJDQLF�IDUPLQJ��XVH�RI�UHJLRQDO�JRRGV��)6&�FHUWLILHG�WLPEHU�SURGXFWV��YHJHWDULDQLVP��FRQVXPHU�LQIRUPDWLRQ��HFR�ODEHOOLQJ��UHVSRQVLEOH�FRQVXPSWLRQ
(QHUJ\�8WLOLWLHV $QWL�QXFOHDU�FDPSDLJQV��FKDQJH�RI�HQHUJ\�SROLF\��JHQHUDO�HQYLURQPHQWDO�SHUIRUPDQFH��OLEHUDOLVDWLRQ�RI�HQHUJ\�PDUNHW��RII�VKRUH�LQVWDOODWLRQV

(FR�WD[HV��HQHUJ\�FRQVHUYDWLRQ��UHQHZDEOH�JUHHQ�HQHUJ\��HIILFLHQW�KRXVHKROG�DSSOLDQFHV��KRXVLQJ�LQVXODWLRQ��VSDWLDO�SODQQLQJ��HFR�ODEHOOLQJ�IRU�HQHUJ\�SURGXFHG�ZLWK�UHQHZDEOHV��H�J��VRODU��ZLQG��ZDYH�([WUDFWLYH 0LQLQJ�RI�RLO��FOD\��VDQG�DQG�JUDYHO��%UHQW�6SDU��6KHOO�LQ�1LJHULD 6WDNHKROGHU�IRUXPV�ZLWK�PLQLQJ�FRPSDQLHV��µFUDGOH�WR�JUDYH¶�IRU�DOXPLQLXP�SURGXFWLRQ0HFKDQLFDO�(QJLQHHULQJ�	�0HWDOOXUJ\
$XWRPRWLYH�VHFWRU��IXHO�FRQVXPSWLRQ��VROYHQWV��UHOHDVLQJ�RI�PHUFXU\

3URGXFW�WDNH�EDFN��UHF\FOLQJ��IXHO�FRQVXPSWLRQ
5HWDLO�	�/HLVXUH 7UDYHO�E\�FDU�DQG�DHURSODQH��RQH�ZD\�EHYHUDJH�FRQWDLQHUV��RXW�RI�WRZQ�VKRSSLQJ�FHQWUHV��XVH�RI�WLQ�IRU�GULQNV��VXSSO\�FKDLQ�LQLWLDWLYHV��SHVWLFLGHV�LQ�IRRG��µEX\�QRWKLQJ¶�GD\V

3URGXFW�WDNH�EDFN��HFR�SURGXFWV��HQHUJ\�HIILFLHQF\��³IDLU�WUDGH´�LQ�FRIIHH�DQG�EDQDQDV��H�J��0D[�+DYHODDU�
7UDYHO��7RXULVP�	�7UDQVSRUW�6HUYLFHV +LJKZD\V��DLUSRUWV��H�J��6FKLSKRO���SODQV�IRU�QHZ�DLUSRUW�UXQZD\V��URDG�DQG�DLUSRUW�XVH�DQG�FRQVWUXFWLRQ��WUDIILF�FRQJHVWLRQ��WUDQVSRUWDWLRQ�RI�QXFOHDU�ZDVWH

/RFDO�DQG�µVXVWDLQDEOH¶�HFR�WRXULVP��HGXFDWLRQ�RI�WRXULVWV��WD[HV�RQ�DYLDWLRQ�IXHO��SXEOLF�WUDQVSRUW��³VXVWDLQDEOH´�WUDQVSRUWDWLRQ��F\FOLQJ��FOHDQ�DLU
$OPRVW�KDOI�RI�WKH�(1*2V�LQFOXGHG�LQ�WKH�VWXG\�DWWHPSW�WR�LQIOXHQFH�HQYLURQPHQWDO�UHSRUWLQJ�E\�FRPSDQLHV��7DEOH������� 7DEOH������VXPPDULVHV�WKH�YDULHW\�RI�ZD\V�LQ�ZKLFK�WKH\�VHHN�WR�GR� WKLV�� $JDLQ�� LW� LV� HYLGHQW� WKDW� WKHVH� H[WHQG� RYHU� EURDG� UDQJH� RI� LVVXHV�� VRPH� RI� ZKLFK�LQYROYH�ZRUNLQJ�ZLWK� FRPSDQLHV� DQG� RWKHUV�ZKLFK� DUH�PRUH� DGYHUVDULDO� LQ� QDWXUH�� VXFK� DV�WKRVH�LQYROYLQJ�OLWLJDWLRQ��
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7DEOH�����:D\V�DQG�PHDQV�E\�ZKLFK�(1*2V�DWWHPSW�WR�LQIOXHQFH�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ&KRVHQ�PHDQV�RI�LQIOXHQFH
y /REE\LQJ� IRU� VWDQGDUGL]HG�HQYLURQPHQWDO� UHSRUWLQJ� WR�SHUPLW� LQWUD� DQG� LQWHU�VHFWRU�FRPSDUDELOLW\y /DZV� WR� HQIRUFH� IXUWKHU� GLVFORVXUH� H�J�� GLVFORVXUH� RI� LQIRUPDWLRQ� RQ� FKHPLFDOV� LQ�RUGHU�WR�LPSURYH�KD]DUG�DQG�ULVN�DVVHVVPHQW�RI�WKHVH�FKHPLFDOVy /REE\LQJ� RI� JRYHUQPHQWV� DQG� UHJXODWRU\� ERGLHV� IRU� JUHDWHU� GLVFORVXUH� RI�HQYLURQPHQWDO� LQIRUPDWLRQ� WKURXJK� FDPSDLJQV� IRU� IUHHGRP� RI� DFFHVV� WR�HQYLURQPHQWDO��KHDOWK�DQG�VDIHW\�LQIRUPDWLRQy &RPPHQWV� RQ� SXEOLVKHG� UHSRUWV� DQG� SUHVHQWDWLRQV� RQ�ZKDW� LV� H[SHFWHG�� JHQHUDWLQJ�QHJDWLYH�SXEOLFLW\�LQ�WKH�PHGLD�LQ�UHVSRQVH�WR�SRRU�HQYLURQPHQW�UHSRUWVy /HJDO�DFWLRQ�DJDLQVW�KROGLQJ�EDFN�RI�LQIRUPDWLRQ�RQ�HQHUJ\�UHGXFWLRQ�E\�EXVLQHVVHV�DQG�UHJXODWRU\�ERGLHVy 3XEOLFDWLRQ� RI� UHSRUWV� RQ� HQYLURQPHQWDO� UHSRUWLQJ�� FR�RSHUDWLRQ� LQ� D� QDWLRQDO� VFDOH�UHSRUWV�WHVWy 0RQLWRULQJ� RI� FRPSOLDQFH� ZLWK� FRGHV� RI� FRQGXFW�� LQYHVWLJDWLQJ� DQG� UHSRUWLQJ� RQ�SHVWLFLGH�SUREOHPV�DQG�FDPSDLJQV�IRU�VWURQJHU�UHJXODWLRQVy 6HPLQDUV�DQG�FRQIHUHQFHVy 6WDNHKROGHU�GLDORJXH�DQG�RSHQQHVV��DFFRXQWDELOLW\�DQG FRQVXPHU�FKRLFHy %HWWHU�SURGXFW�ODEHOOLQJ�DQG�LQGLFDWLRQ�RI�WKH�FRQWHQWV�RI�WKH�SURGXFWy &RQVXOWHHV� RQ� UHSRUWLQJ� VWUXFWXUHV� IRU� FRPSDQLHV� DQG� HQFRXUDJLQJ� FRPSDQLHV� WR�GHYHORS�DQG�UHSRUW�DJDLQVW�WDUJHWV

7KH� WKLUG� DQG� ILQDO� DVSHFW� RI� VRFLR�SROLWLFDO� LQWHUDFWLRQ� EHWZHHQ� FRPSDQLHV� DQG� (1*2V�FRQFHUQV� WKH� UHYLHZ� DQG� H[DPLQDWLRQ� E\� WKH� ODWWHU� RI� FRUSRUDWH� HQYLURQPHQWDO� LQIRUPDWLRQ�WKDW� LV� UHOHDVHG�E\� FRPSDQLHV� LQWR� WKH�SXEOLF�GRPDLQ� LQ�RQH� IRUP�RU� DQRWKHU��$V� VKRZQ� LQ�7DEOH������DERYH��WKLV�LV�D�SRSXODU�DFWLYLW\�DPRQJVW�(1*2V�ZLWK�DOPRVW�WZR�WKLUGV�GRLQJ�VR��7KH� PRVW� SRSXODU� VRXUFHV� RI� LQIRUPDWLRQ� LQ� WKLV� FRQWH[W� ZHUH� FRUSRUDWH� DQQXDO� UHSRUWV��HQYLURQPHQW� UHSRUWV�� VLWH� HQYLURQPHQW� UHSRUWV�� SUHVV� UHOHDVHV�� DGYHUWLVHPHQWV�� QHZVOHWWHUV��DQG�SROLF\�GRFXPHQWV��+RZHYHU��LW�LV�HYLGHQW�WKDW�UHVSRQGHQWV�XVH�LQIRUPDWLRQ�IURP�ZKDWHYHU�RWKHU� VRXUFHV� DUH� DYDLODEOH�� LQFOXGLQJ� OHDNHG� GRFXPHQWV�� SHUIRUPDQFH� LQIRUPDWLRQ� IURP�JRYHUQPHQW�GHSDUWPHQWV�DQG�DJHQFLHV��UHVHDUFK�SDSHUV�IURP�XQLYHUVLWLHV��UHSRUWV�E\�LQGXVWULDO�ERGLHV��JRYHUQPHQW�VWDWLVWLFV��LQGXVWU\�MRXUQDOV��HQYLURQPHQWDO�DQG�SHUPLW�FRPSOLDQFH�UHSRUWV�E\�UHJXODWRU\�ERGLHV��WKLUG�SDUW\�UHSRUWV�VXFK�DV�DFFUHGLWDWLRQ�RUJDQL]DWLRQV�DQG�RWKHU�1*2V��DV�ZHOO�DV�WKHLU�RZQ�UHVHDUFK�7KH� DERYH� DQDO\VLV� VXJJHVWV� WKDW� (1*2V� DUH� DFWLYH� UDWKHU� WKDQ� SDVVLYH� LQ� UHODWLRQ� WR� WKH�HQYLURQPHQWDO� GLVFORVXUH� DQG� SHUIRUPDQFH� DFWLYLWLHV� RI� ODUJH� EXVLQHVV� RUJDQL]DWLRQV�� 7R�H[SORUH� WKH� LQIOXHQFH� RI� (1*2V� LQ� WKLV� FRQWH[W�� WKHVH� JURXSV� ZHUH� DVNHG� WR� LQGLFDWH� WKH�H[WHQW� WR� ZKLFK� WKH\� KDYH� FRQGXFWHG� HQYLURQPHQWDO� FDPSDLJQV� LQ� UHODWLRQ� WR� WKH� EXVLQHVV�DFWLYLWLHV� RI� WKH� HLJKW� LQGXVWU\� VHFWRUV� LQFOXGHG� WKH� VWXG\� RYHU� WKH� ODVW� IHZ� \HDUV����0HDVXUHPHQW� LQ� WKLV� FDVH� LV� EDVHG� RQ� D� UDQN�RUGHU� ILYH�SRLQW� /LNHUW� VFDOH� ZKHUH� ��  �
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FRQVWDQWO\�� ��  � IUHTXHQWO\�� ��  � RFFDVLRQDOO\�� ��  � YHU\� IHZ�� DQG� ��  � QHYHU� FRQGXFWHG�HQYLURQPHQWDO�FDPSDLJQV��7DEOH������EHORZ�SURYLGHV�GHVFULSWLYH�VWDWLVWLFV�RI�WKH�UHVSRQVHV�RI�WKH� (1*2V� RI� WKH� %HQHOX[� DQG� *HUPDQ� FRXQWULHV�� DV� ZHOO� DV� IRU� D� WKH� ZLGHU� VDPSOH� RI�(XURSHDQ� (1*2V�� DV� SURYLGHG� E\� D� 0$129$� WHVW� XQGHU� WKH� */0� 5HSHDWHG� 0HDVXUHV�SURFHGXUH� WR� HYDOXDWH� ZKHWKHU� WKH� UHVXOWDQW� PHDQ� YDOXHV� IRU� HDFK� LQGXVWU\� VHFWRU� DUH�VLJQLILFDQWO\�GLIIHUHQW�IURP�HDFK�DQRWKHU��1RUXVLV�DQG�6366�����������
7DEOH�����'HVFULSWLYH�VWDWLVWLFV�DQG�WHVW�RI�GLIIHUHQFHV�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�FDPSDLJQV�E\�(1*2V�E\�LQGXVWU\�VHFWRU %HQHOX[�	�*HUPDQ�(1*2V�Q� ���� (XURSHDQ�(1*2V��Q� ����3DQHO�$�± 7HVW�UHVXOWV )�VWDWLVWLF S�YDOXH )�VWDWLVWLF S�YDOXH0XOWLYDULDWH�WHVW�XVLQJ�3LOODL¶V�7UDFH�DQG�:LONV¶�/DPEGD�VWDWLVWLFV ����� ����� ������ ��������
8QLYDULDWH�WHVW�XVLQJ�0DXFKO\
V�WHVW�RI�VSKHULFLW\�LQ�FRPELQDWLRQ�ZLWK�WKH�+X\QK�)HOGW�HSVLORQ ����� �������� ����� ��������
3DQHO�%�± 'HVFULSWLYH�VWDWLVWLFV 0HDQ 6WG��(UURU 5DQNLQJ 0HDQ 6WG��(UURU 5DQNLQJ&KHPLFDOV ����� ����� � ����� ����� �&RQVXPHU�*RRGV ����� ����� �� ����� ����� �(QHUJ\�8WLOLWLHV ����� ����� �� ����� ����� �7UDYHO��7RXULVP�	�7UDQVSRUW�6HU� ����� ����� �� ����� ����� �5HWDLO�	�/HLVXUH ����� ����� � ����� ����� �([WUDFWLYH ����� ����� � ����� ����� �0HFKDQLFDO�(QJLQHHULQJ�	�0HWDO� ����� ����� � ����� ����� �%DQNV�	�,QVXUDQFH ����� ����� � ����� ����� �
1RWHV� 7KLV�WDEOH�SURYLGHV�WKH�UHVXOWV�RI�WKH�*HQHUDO�/LQHDU�0RGHO��*/0��5HSHDWHG�0HDVXUHV�0$129$�WHVW�ZKHQ� UXQ� DJDLQVW� HQYLURQPHQWDO� RUJDQL]DWLRQV¶� UHVSRQVHV� IRU� H[WHQW� RI� FDPSDLJQV� GLUHFWHG� DW� HLJKW� LQGXVWU\�VHFWRUV��:KHUH��6WG�(UURU� �6WDQGDUG�HUURU��0HDQ� �PHDQ�VFRUH�EDVHG�RQ�D� UDQN�RUGHU� ILYH�SRLQW�/LNHUW�VFDOH�ZKHUH��� �FRQVWDQWO\���� �QHYHU��UDQNLQJV�UHSUHVHQW�D�VLPSOHLQWHJUDO�RUGHULQJ�RI�PHDQ�VFRUHV��6LJQLILFDQW��DW���SHU�FHQW��S�YDOXHV�DUH�VKRZQ�LQ�EROG�7KH�PXOWLYDULDWH�DQG�XQLYDULDWH� WHVWV� UHVXOWV� UHSRUWHG� LQ�3DQHO�$�RI�7DEOH������LQGLFDWH� WKDW�WKH� PHDQ� YDOXHV� RI� HQYLURQPHQWDO� FDPSDLJQV� GLUHFWHG� DW� WKH� HLJKW� LQGXVWU\� VHFWRUV� DUH�VLJQLILFDQWO\�GLIIHUHQW�IURP�RQH�DQRWKHU��ZLWK�KLJK�)�VWDWLVWLFV�DQG�VLJQLILFDQW��DW���SHU�FHQW��S�YDOXHV�LQ�DOO�FDVHV��/RRNLQJ�DW�WKH�PHDQ�VFRUHV�DQG�UHVXOWDQW�UDQNLQJV�DV�VKRZQ�LQ�3DQHO�%��WKH� FKHPLFDOV�� FRQVXPHU� JRRGV�� HQHUJ\� XWLOLWLHV� DQG� WUDYHO�� WRXULVP� DQG� WUDQVSRUW� VHUYLFHV�VHFWRUV� ZHUH� WDUJHWHG� WR� D� JUHDWHU� H[WHQW� WKDQ� WKH� EDQNLQJ� DQG� LQVXUDQFH� DQG� PHFKDQLFDO�HQJLQHHULQJ�DQG�PHWDOOXUJ\�VHFWRUV��7KLV�ZDV�WKH�FDVH�LQ�UHODWLRQ�WR�WKH�%HQHOX[�DQG�*HUPDQ�(1*2V�DV�ZHOO�DV�WKH�ZLGHU�VDPSOH�RI�(XURSHDQ�(1*2V�7R� WHVW� WKH� DVVRFLDWLRQ� EHWZHHQ� VRFLDO� SUHVVXUH� IURP� HQYLURQPHQWDO� JURXSV� DQG� &('��K\SRWKHVLV�+�D��D�RQH�WDLOHG��ELYDULDWH�FRUUHODWLRQ�ZDV�SHUIRUPHG�EHWZHHQ� WKH�PHDQ�YDOXHV�RI� WKH�GLVFORVXUH�YDULDEOH��³7RWDO�&('´��DQG�WKH�PHDQ�YDOXHV�IRU�HQYLURQPHQWDO�FDPSDLJQV�E\�(1*2V�DW�LQGXVWU\�JURXS�OHYHO�IRU�HDFK�RI�WKH�VHYHQ�\HDUV�RI�WKH�VWXG\�DQG�IRU�WKH�GDWD�VHW�
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DV� D� ZKROH�� &RUUHODWLRQV� ZHUH� SHUIRUPHG� EDVHG�� ILUVWO\�� RQ� WKH� UHVSRQVHV� RI� WKH�%HQHOX[�*HUPDQ� (1*2V� RQO\� DQG�� VHFRQGO\�� RQ� WKH� UHVSRQVHV RI� WKH� ZLGHU� VDPSOH� RI�(XURSHDQ� (1*2V�� ,Q� UHODWLRQ� WR� WKH� %HQHOX[� DQG� *HUPDQ� (1*2V� RQO\�� WZR� FRUUHODWLRQV�ZHUH�SHUIRUPHG��7KH�ILUVW�LQYROYHG�FDOFXODWLQJ�WKH�PHDQ�YDOXHV�IRU�WKH�UHVSRQVHV�RI�%HQHOX[�DQG�*HUPDQ�(1*2V��UHVSHFWLYHO\��DQG�UXQQLQJ�WKHVH�LQ�D�VLQJOH�ELYDULDWH�FRUUHODWLRQ�DJDLQVW�WKH�PHDQ�YDOXHV�RI�&('�E\�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV��UHVSHFWLYHO\��E\�VHFWRU�IRU�HDFK�\HDU�DQG�IRU�WKH�SHULRG�DV�D�ZKROH����7KLV�SURYLGHG����PDWFKHG�LWHPV�LQ�HDFK�FRUUHODWLRQ��L�H��RQH�%HQHOX[� DQG� RQH�*HUPDQ�� HDFK� DFURVV� WKH� HLJKW� LQGXVWU\� VHFWRUV��7KH� VHFRQG� XVHG� WKH�PHDQ�YDOXHV� IRU� WKH� FRPELQHG� UHVSRQVHV�RI�%HQHOX[�DQG�*HUPDQ�(1*2V��7KLV�SURYLGHG�D�IXUWKHU� HLJKW� PDWFKHG� LWHPV�� 7KH� UHVXOWV� RI� WKH� WKUHH� VHWV� RI� FRUUHODWLRQV� DUH� SUHVHQWHG� LQ�7DEOH�������7KHVH�UHVXOWV�VXJJHVW� WKDW� WKHUH� LV�QR�SRVLWLYH�FRUUHODWLRQ�EHWZHHQ� WKH�H[WHQW�RI�HQYLURQPHQWDO� FDPSDLJQLQJ� E\� HQYLURQPHQWDO� RUJDQL]DWLRQV� DQG� FRUSRUDWH� HQYLURQPHQWDO�GLVFORVXUH��$OWKRXJK�WKH�GLUHFWLRQ�RI�DVVRFLDWLRQ�ZDV�DV�SUHGLFWHG�LQ�DOO�EXW�RQH�FDVH��LW�ZDV�VWDWLVWLFDOO\�VLJQLILFDQW� �DW� ILYH�SHU�FHQW�� LQ�RQO\� WZR�FDVHV��%DVHG�RQ�WKLV�HYLGHQFH�� WKH�QXOO�K\SRWKHVLV�XQGHU�K\SRWKHVLV�+�D FDQQRW�EH�UHMHFWHG�7DEOH�����&RHIILFLHQWV�RI�FRUUHODWLRQ�EHWZHHQ�H[WHQW�RI�HQYLURQPHQWDO�FDPSDLJQV�E\�HQYLURQPHQWDO�RUJDQL]DWLRQV�DQG�WRWDO�&('���� ���� ���� ���� ���� ���� ���� $OO�\HDUV
$��%HQHOX[�	�*HUPDQ�(1*2V�VHSDUDWHG3HDUVRQ¶V�FRUUHODWLRQ�FRHIILFLHQW ����� ����� ����� ����� ����� ����� ����� �����S�YDOXH ����� ����� ����� ����� ����� ����� ����� �����6SHDUPDQ¶V�UKR�FRHIILFLHQW ����� ����� ����� ����� ����� ����� ����� �����S�YDOXH ����� ����� ����� ����� ����� ����� ����� �����
%��%HQHOX[�	�*HUPDQ�(1*2V�DJJUHJDWHG3HDUVRQ¶V�FRUUHODWLRQ�FRHIILFLHQW ����� ����� ����� ����� ����� ����� ����� �����S�YDOXH ����� ����� ����� ����� ����� ����� ����� �����6SHDUPDQ¶V�UKR�FRHIILFLHQW ����� ����� ����� ����� ����� ����� ����� �����S�YDOXH ����� ����� ����� ����� ����� ����� ����� �����
&��(XURSHDQ�(1*2V3HDUVRQ¶V�FRUUHODWLRQ�FRHIILFLHQW ����� ����� ����� ����� ����� ����� ����� �����S�YDOXH ����� ����� ����� ����� ����� ����� ����� �����6SHDUPDQ¶V�UKR�FRHIILFLHQW ����� ����� ����� ����� ����� ����� ������ �����S�YDOXH ����� ����� ����� ����� ����� ����� 1�$ �����
1RWHV�� 7KLV� WDEOH� VKRZV� WKH� FRUUHODWLRQ� FRHIILFLHQWV� DQG S�YDOXHV� IRU� D� RQH�WDLOHG� ELYDULDWH� FRUUHODWLRQ� XVLQJ�3HDUVRQ¶V� VWDQGDUG� SURGXFW� PRPHQW� �SDUDPHWULF�� DQG� 6SHDUPDQ¶V� UKR� UDQN� FRUUHODWLRQ� �QRQ�SDUDPHWULF�� WHVWV�EHWZHHQ� WKH� RYHUDOO� PHDQ� VFRUHV� IRU� HQYLURQPHQWDO� GLVFORVXUH� �³7RWDO� &('´�� DQG� HQYLURQPHQWDO� FDPSDLJQV��UHVSHFWLYHO\��RI�WKH�HLJKW�LQGXVWU\�VHFWRUV��$OO�WHVWV�ZHUH�UXQ�DJDLQVW�WUDQVIRUPHG�YDOXHV�IRU�&('��6LJQLILFDQW�S�YDOXHV��DW���SHU�FHQW��DUH�VKRZQ�LQ�EROG��:KHUH�1�$�PHDQV�QRW�DSSOLFDEOH��QHJDWLYH�FRUUHODWLRQ�
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7R�H[SORUH�IXUWKHU�WKHLU�LQIOXHQFH�RQ�FRUSRUDWH�GLVFORVXUH�LQ�WKLV�FRQWH[W��(1*2V�ZHUH�DVNHG�WR� LQGLFDWH�� IRU� HDFK� RI� WKH� HLJKW� LQGXVWU\� VHFWRUV�� WKH� H[WHQW� WR�ZKLFK� WKHLU� HQYLURQPHQWDO�FDPSDLJQV�KDG�LQFUHDVHG�RU�GHFUHDVHG�RYHU�WKH�ODVW�IHZ�\HDUV��7KLV�TXHVWLRQ�ZDV�VWUXFWXUHG�LQ�WKH�IRUP�RI�D�UDQN�RUGHU�VHYHQ�SRLQW�/LNHUW�VFDOH��ZKHUH���LQGLFDWHG�WKDW�VXFK�FDPSDLJQV�KDG�VWURQJO\�GHFUHDVHG�RYHU�WKH�ODVW�IHZ�\HDUV����WKDW�WKH\�KDG�VWURQJO\�LQFUHDVHG�DQG���WKDW�WKHUH�KDG�EHHQ�QR�FKDQJH��7DEOH������EHORZ�SURYLGHV�GHVFULSWLYH�VWDWLVWLFV�RI�WKH�UHVSRQVHV�RI�WKH�(1*2V� XVLQJ� D�0$129$� WHVW� XQGHU� WKH�*/0�5HSHDWHG�0HDVXUHV� SURFHGXUH� WR� HYDOXDWH�ZKHWKHU�WKH�UHVXOWDQW�PHDQ�YDOXHV�IRU�HDFK�VHFWRU�DUH�VLJQLILFDQWO\�GLIIHUHQW�IURP�RQH�DQRWKHU�
7DEOH�����'HVFULSWLYH�VWDWLVWLFV�DQG�WHVW�RI�GLIIHUHQFHV�LQ�UHODWLRQ�WR�WKH�FKDQJH�LQ�H[WHQW�RI�HQYLURQPHQWDO�FDPSDLJQV�E\�(1*2V��E\�LQGXVWU\�VHFWRU%HQHOX[�	�*HUPDQ�(�1*2V��Q� ���� (XURSHDQ�(1*2V��Q� ����3DQHO�$�± 7HVW�UHVXOWV )�VWDWLVWLF S�YDOXH )�VWDWLVWLF S�YDOXH0XOWLYDULDWH�WHVW�XVLQJ�3LOODL¶V�7UDFH�	�:LONV¶ /DPEGD�VWDWLVWLFV ����� ������� ����� ��������8QLYDULDWH�WHVW�XVLQJ�0DXFKO\
V�WHVW�RI�VSKHULFLW\�LQ�FRPELQDWLRQ�ZLWK�WKH�+X\QK�)HOGW�HSVLORQ ����� �������� ����� ��������3DQHO�%�± 'HVFULSWLYH�VWDWLVWLFV 0HDQ 6WG��(UURU 5DQNLQJ 0HDQ 6WG��(UURU 5DQNLQJ7UDYHO��7RXULVP�	�7UDQV��6HUY� ����� ����� � ����� ����� �&RQVXPHU�*RRGV ����� ����� �� ����� ����� �(QHUJ\�8WLOLWLHV ����� ����� �� ����� ����� �5HWDLO�	�/HLVXUH ����� ����� � ����� ����� �%DQNV�	�,QVXUDQFH ����� ����� � ����� ����� �� 0HFK��(QJLQHHULQJ�	�0HWDOOXUJ\ ����� ����� � ����� ����� �&KHPLFDOV ����� ����� �� ����� ����� �� ([WUDFWLYH ����� ����� �� ����� ����� �1RWHV��7KLV�WDEOH�SURYLGHV�WKH�UHVXOWV�RI�WKH�*HQHUDO�/LQHDU�0RGHO��*/0��5HSHDWHG�0HDVXUHV�0$129$�WHVW�ZKHQ�UXQ�DJDLQVW�PHDQ�VFRUHV�IRU�WKH�H[WHQW�WR�ZKLFK�HQYLURQPHQWDO�RUJDQL]DWLRQV¶�FDPSDLJQV�GLUHFWHG�DW�HLJKW�LQGXVWU\� VHFWRUV� KDYH� FKDQJHG�RYHU� WKH� ODVW� IHZ�\HDUV��5DQNLQJV� UHSUHVHQW� D� VLPSOH� LQWHJUDO�RUGHULQJ�RI�PHDQ�VFRUHV��6LJQLILFDQW��DW���SHU�FHQW��S�YDOXHV�DUH�VKRZQ�LQ�EROG�7KH�PXOWLYDULDWH�DQG�XQLYDULDWH� WHVWV� UHVXOWV� UHSRUWHG� LQ�3DQHO�$�RI�7DEOH������LQGLFDWH� WKDW�WKH�PHDQ� YDOXHV� IRU� HDFK� RI� WKH� HLJKW� LQGXVWU\� VHFWRUV� DUH� VLJQLILFDQWO\� GLIIHUHQW� IURP� RQH�DQRWKHU�� /RRNLQJ� DW� WKH� PHDQ� VFRUHV� DV VKRZQ� LQ� 3DQHO� %�� DOO� DUH� VOLJKWO\� DERYH� ������LQGLFDWLQJ� WKDW� WKHUH� KDG� EHHQ� VRPH� LQFUHDVH� LQ� WKH� OHYHO� RI� FDPSDLJQV� LQ� WKH� FDVH�RI� HDFK�LQGXVWU\� VHFWRU� EXW� WKDW� WKLV� LQFUHDVH� ZDV� PDUJLQDO�� 0RUHRYHU�� ORRNLQJ� DW� WKH� UDQNLQJV��(1*2V�DSSHDU�WR�KDYH�VKLIWHG�WKH�IRFXV�RI�WKHLU�FDPSDLJQ�DFWLYLWLHV�LQ�WKH�����V�WRZDUGV�WKH�WUDYHO�� WRXULVP�DQG� WUDQVSRUW�DQG�FRQVXPHU�JRRGV�VHFWRUV� LQ�SUHIHUHQFH� WR� WKH�FKHPLFDO�DQG�H[WUDFWLYH� LQGXVWULHV�� 6XFK� D� VKLIW� LQ� SROLF\� FRXOG� EH� GXH� WR� D� SHUFHSWLRQ� DPRQJVW�HQYLURQPHQWDO� JURXSV� WKDW� LQFUHDVHG� UHJXODWLRQV� RI� WKH� DFWLYLWLHV� RI� WKH� FKHPLFDO� DQG�H[WUDFWLYH�LQGXVWULHV�VLQFH�WKH�ODWH�����V�DQG�WKH�DGRSWLRQ�RI�LQGXVWU\�FRGHV�RI�EHVW�SUDFWLFH��VXFK� DV� WKH� FKHPLFDO� LQGXVWU\¶V�5HVSRQVLEOH�&DUH�3URJUDPPH��ZHUH� µVLJQDOV¶�RI� VXFFHVVIXO�
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FDPSDLJQLQJ� ZKLFK� DOORZHG� WKHP� WR� UH�GLUHFW� WKHLU� DFWLYLWLHV� WRZDUGV� PRUH� FXUUHQW� LVVXHV�DVVRFLDWHG�ZLWK�LQFUHDVHG�WUDYHO�DQG�FRQVXPSWLRQ�SDWWHUQV��VHH�7DEOH������DERYH��7KH� GDWD� SUHVHQWHG� LQ� 7DEOH� �����ZHUH� XVHG� WR� WHVW� IRU� DQ� DVVRFLDWLRQ� EHWZHHQ� FKDQJHV� LQVRFLDO�SUHVVXUH�IURP�HQYLURQPHQWDO�JURXSV�DQG�LQFUHDVHV�LQ�GLVFORVXUH�XQGHU�K\SRWKHVLV�+�D��,Q� WKLV� VSHFLILF� FRQWH[W�� WKH� DOWHUQDWLYH� K\SRWKHVLV� LV� WKDW� WKHUH� LV� D� SRVLWLYH� DVVRFLDWLRQ�EHWZHHQ� FKDQJHV LQ� WKH� H[WHQW� RI� HQYLURQPHQWDO� FDPSDLJQLQJ� E\� HQYLURQPHQWDO� SUHVVXUH�JURXSV� DQG�FKDQJHV LQ� HQYLURQPHQWDO� GLVFORVXUH� RYHU� WLPH�� )RU� WKHVH� SXUSRVHV�� FKDQJHV� LQ�HQYLURQPHQWDO�GLVFORVXUH�RYHU�WLPH�ZHUH�PHDVXUHG�E\�VLPSO\�WDNLQJ�WKH�DPRXQW�GLVFORVHG�LQ�WKUHH�VHSDUDWH�\HDUV��L�H�������������DQG��������FRPSXWLQJ�WKH FKDQJH��L��EHWZHHQ������DQG������ DQG� �LL�� EHWZHHQ� ����� DQG� ������ UHVSHFWLYHO\�� IRU� HDFK� RI� WKH� ��� FRPSDQLHV� LQ� WKH�VDPSOH�DQG�WKHQ�FRPSXWLQJ�PHDQ�YDOXHV�IRU�HDFK�LQGXVWU\�JURXS��7KLV�WHVW�ZDV�SHUIRUPHG�E\�UXQQLQJ� D� ELYDULDWH� FRUUHODWLRQ� EHWZHHQ� WKH�PHDQ� YDOXHV� IRU� FKDQJHV� LQ�GLVFORVXUH�EHWZHHQ������DQG������DQG�EHWZHHQ������DQG�������UHVSHFWLYHO\��DQG�PHDQ�YDOXHV�IRU�HQYLURQPHQWDO�FDPSDLJQV��VHH�7DEOH������DERYH��LQ�WKH�FDVH�RI�HDFK�LQGXVWU\�JURXS��7ZR�VHWV�RI�FRUUHODWLRQV�ZHUH� SHUIRUPHG� LQ� HDFK� FDVH�� RQH�EDVHG� RQ� WKH� UHVSRQVHV� RI� WKH�%HQHOX[�*HUPDQ�(1*2V�RQO\�DQG�RQH�EDVHG�RQ� WKH�UHVSRQVHV�RI� WKH�ZLGHU�VDPSOH�RI�(XURSHDQ�(1*2V��$JDLQ�� WZR�VHWV�RI�FRUUHODWLRQV�ZHUH�UXQ�IRU�WKH�UHVSRQVHV�RI�WKH�%HQHOX[�DQG�*HUPDQ�(1*2V��WKH�ILUVW�EDVHG�RQ�WKH�WKHLU�VHSDUDWH�UHVSRQVHV��µVHSDUDWHG¶��DQG�WKH�VHFRQG�XVLQJ�WKH�PHDQ�YDOXHV�IRU�WKHLU�FRPELQHG�UHVSRQVHV��µDJJUHJDWHG¶����7KH�UHVXOWV�DUH�SUHVHQWHG�LQ�7DEOH������7DEOH�����&RHIILFLHQWV�RI�FRUUHODWLRQ�EHWZHHQ�FKDQJHV�LQ�HQYLURQPHQWDO�FDPSDLJQV�E\�(1*2V�DQG�FKDQJHV�LQ�WRWDO�&('7HVW�VWDWLVWLF &KDQJH�LQ�&('EHWZHHQ������DQG����� &KDQJH�LQ�&('EHWZHHQ������DQG�����%HQHOX[�	�*HUPDQ�(1*2V�VHSDUDWHG
%HQHOX[�	�*HUPDQ�(1*2V�DJJUHJDWHG

(XURSHDQ�(1*2V� %HQHOX[�	�*HUPDQ�(1*2V�VHSDUDWHG
%HQHOX[�	�*HUPDQ�(1*2V�DJJUHJDWHG

(XURSHDQ�(1*2V�
3HDUVRQ¶V�FRUUHODWLRQ�FRHIILFLHQW ������ ������ ������ ������ ������ ������S�YDOXH 1�$ 1�$ 1�$ 1�$ 1�$ 1�$6SHDUPDQ¶V�UKR�FRHIILFLHQW ������� ������ ������ ������ ������ �����S�YDOXH 1�$ 1�$ 1�$ 1�$ 1�$ �����1RWHV� 7KLV� WDEOH� VKRZV� WKH� FRUUHODWLRQ� FRHIILFLHQWV� DQG�S�YDOXHV� IRU� RQH�WDLOHG� ELYDULDWH� FRUUHODWLRQV� XVLQJ�3HDUVRQ¶V� VWDQGDUG� SURGXFW� PRPHQW� �SDUDPHWULF�� DQG� 6SHDUPDQ¶V� UKR� UDQN� FRUUHODWLRQ� �QRQ�SDUDPHWULF�� WHVWV�EHWZHHQ� WKH� RYHUDOO� PHDQ� VFRUHV� IRU� FKDQJHV� LQ� WKH� DPRXQW� RI� HQYLURQPHQWDO� GLVFORVXUH� DQG� FKDQJHV� LQ� WKH�H[WHQW� RI� HQYLURQPHQWDO� FDPSDLJQV�� UHVSHFWLYHO\�� RI� WKH� HLJKW� LQGXVWU\� VHFWRUV�� $OO� WHVWV� ZHUH� UXQ� DJDLQVW�WUDQVIRUPHG�YDOXHV�IRU�&('��6LJQLILFDQW�S�YDOXHV��DW���SHU�FHQW��DUH�VKRZQ�LQ�EROG��:KHUH�1�$�QRW�DSSOLFDEOH��QHJDWLYH�FRUUHODWLRQ�7KH� UHVXOWV� SUHVHQWHG� LQ� 7DEOHV� ����� DQG� ����� DUH� LQVWUXFWLYH� EHFDXVH� WKH\� VXJJHVW� WKDW�PDQDJHULDO� EHKDYLRXU� LQ� UHODWLRQ� WR� &('� LV�QRW LQIOXHQFHG� E\� WKH� FDPSDLJQ� DFWLYLWLHV� RI�HQYLURQPHQWDO� JURXSV���� 7KLV� LV� VLJQLILFDQW� LQ� WKH� FRQWH[W� RI� 2/7 JLYHQ� WKDW� (1*2V� DUH�SRVLWHG�DV�EHLQJ�RQH�RI�WKH�UHOHYDQW�SXEOLFV�ZKLFK�UHIOHFW�WKH�YDOXHV��QRUPV�DQG�DWWLWXGHV�RI�VRFLHW\��DQG�WKXV��WR�WKH�H[WHQW�WR�ZKLFK�ILUPV�GR�QRW�UHIOHFW�WKHVH�YDOXHV��WKHUH�LV�VDLG�WR�EH�D



$VVRFLDWLRQV�EHWZHHQ�GLYHUVH�YDULDEOHV�DQG�&('

���

SUREOHP�RI�VRFLDO�OHJLWLPDF\��7KH�UHVXOWV DUH��KRZHYHU��FRQVLVWHQW�ZLWK�WKH�UHVXOWV�SUHVHQWHG�LQ�7DEOH�����DERYH�ZKHUH�(1*2V�ZHUH�VHHQ�DV�UHODWLYHO\�XQLPSRUWDQW� WR�PDQDJHPHQW��2QH�SRVVLEOH� LQWHUSUHWDWLRQ� LV� WKH� SUHVHQFH� RI� D� WLPH� ODJ� EHWZHHQ� WKH� FDPSDLJQ� DFWLYLWLHV� RI�HQYLURQPHQWDO�JURXSV�DQG�WKH UHVSRQVH�E\�FRPSDQLHV��7KDW�LV��PDQDJHPHQW�PD\�EH�FDXWLRXV�LQ� LWV� UHVSRQVH��DGRSWLQJ�D� µZDLW�DQG�VHH¶�DSSURDFK�ZKLOH�DVVHVVLQJ� WKH�GHJUHH� WR�ZKLFK� WKH�DFWLYLWLHV�RI�(1*2V�KDYH�WKH�VXSSRUW�RI�VRFLHW\�JHQHUDOO\��,Q�WKH�VKRUW�WHUP��LW�LV�SRVVLEOH�WKDW�PDQDJHPHQW� GRHV� QRW� IHHO� WKUHDWHQHG� E\� WKH� FDPSDLJQ� DFWLYLWLHV� RI� (1*2V� LQ� WKH� QRUPDO�FRXUVH�RI�HYHQWV�DQG�WKDW� LW� WDNHV�VRPHWKLQJ�H[WUDRUGLQDU\��VXFK�DV�LQ�WKH�FDVH�RI�WKH�([[RQ�9DOGH] GLVDVWHU� RU� WKH� %UHQW� 6SDU� GHEkFOH�� IRU� SXEOLF� SUHVVXUH� WKURXJK� WKH� PHGLD� DQG�FRQVXPHU� ER\FRWWV�� WR� EULQJ� DERXW� LPPHGLDWH� FKDQJHV� LQ� PDQDJHULDO� EHKDYLRXU� WRZDUGV�HQYLURQPHQWDO�GLVFORVXUH��7KH�([[RQ�9DOGH] RLO�VSLOO�RII�WKH�FRDVW�RI�$ODVND��8�6���LQ�0DUFK������� IRU� H[DPSOH�� KDV� EHHQ� VHHQ� DV� µWKH� VWUDZ� WKDW� EURNH� WKH� FDPHO¶V� EDFN¶� LQ� WHUPV� RI� D�JURZLQJ�� JHQHUDO� FRQFHUQ� IRU� WKH� HQYLURQPHQW� UHDFKLQJ� FULWLFDO� PDVV�� D� VWDWH� ZKLFK�FRUSRUDWLRQV� DV� D� ZKROH� FRXOG� QR� ORQJHU� LJQRUH� �VHH�� IRU� H[DPSOH�� %HQRLW�� ������ *URYHU��������3RVW���������(1*2V�PD\�EULQJ�DERXW�FKDQJH�RYHU�WKH�ORQJHU�WHUP��IRU�H[DPSOH��LQ�WKH�IRUP�RI�OHJLVODWLRQ�DQG�UHJXODWLRQ��WKURXJK�WKH�OREE\LQJ�RI�JRYHUQPHQWV�DQG�RWKHU�UHJXODWRU\�ERGLHV��VHH�7DEOH���������
����� 1HJDWLYH�HQYLURQPHQWDO�SHUIRUPDQFH$V� GHVFULEHG� LQ� &KDSWHU� ��� XQGHU� OHJLWLPDF\� WKHRU\� LW� LV� DUJXHG� WKDW� SRRU� HQYLURQPHQWDO�SHUIRUPHUV� DUH� OLNHO\� WR� XVH� HQYLURQPHQWDO� GLVFORVXUHV� DV� SDUW� RI� D� FRQFHUWHG� H[HUFLVH� LQ�OHJLWLPDWLRQ�LQ�WKH�IDFH�RI�D�SHUFHLYHG�WKUHDW�WR�WKHLU�OHJLWLPDF\��7KXV��LW�LV�K\SRWKHVLVHG�WKDW�WKHUH� LV� D� QHJDWLYH� DVVRFLDWLRQ� EHWZHHQ� HQYLURQPHQWDO� SHUIRUPDQFH� DQG� WKH� DPRXQW� RI�HQYLURQPHQWDO�LQIRUPDWLRQ�GLVFORVHG��+�D���7R�REWDLQ�D�SUR[\�IRU�VRFLHW\¶V�SHUFHSWLRQ�RI�WKH�HQYLURQPHQWDO�SHUIRUPDQFH��(1*2V�ZHUH�DVNHG�WR�SURYLGH�DQ�LQGLFDWLRQ�RI�HDFK�FRPSDQ\¶V�HQYLURQPHQWDO� UHSXWDWLRQ� �³HFR�UDWLQJ´�� EDVHG� RQ� WKHLU� NQRZOHGJH� RI� WKH� FRPSDQ\� DQG� LWV�DFWLYLWLHV�� RQ� D� FRXQWU\�E\�FRXQWU\�EDVLV��7KXV��*HUPDQ�(1*2V�ZHUH�DVNHG� WR�HFR�UDWH� WKH����*HUPDQ�FRPSDQLHV�LQ�WKH�VDPSOH�DQG�%HOJLDQ�(1*2V�ZHUH�DVNHG�WR�GR�WKH�VDPH�IRU�WKH���� %HOJLDQ� FRPSDQLHV�� DQG� VR� RQ�� )RU� WKHVH� SXUSRVHV�� HQYLURQPHQWDO� UHSXWDWLRQ� ZDV�HYDOXDWHG� XVLQJ� D� UDQN�RUGHU� ILYH�SRLQW�/LNHUW� VFDOH��ZKHUH� �� �RXWVWDQGLQJ���� �JRRG���� �IDLU���� �SRRU��DQG���� �YHU\�SRRU��6LPLODUO\��(1*2V�ZHUH�DOVR�DVNHG�WR�LQGLFDWH�WKH�H[WHQW�WR�ZKLFK� HDFK� FRPSDQ\¶V� HFR�UDWLQJ� KDG� FKDQJHG� RYHU� WKH� ODVW� IHZ� \HDUV� XVLQJ� D� UDQN�RUGHU�VHYHQ�SRLQW� /LNHUW� VFDOH�� ZKHUH� ��  � VWURQJO\� ZRUVHQHG�� ��  � QR� FKDQJH� DQG� ��  � VWURQJO\�LPSURYHG��0HDQ� YDOXHV� IRU� HDFK� RI� WKH� ��� VDPSOH� FRPSDQLHV� LQ� UHODWLRQ� WR� ERWK� WKHLU� HQYLURQPHQWDO�SHUIRUPDQFH�UDWLQJ��RU�³HFR�UDWLQJ´��DQG�FKDQJHV�LQ�WKDW�UDWLQJ�RYHU�WKH�ODVW�IHZ�\HDUV�FRXOG�WKXV�EH�FRPSXWHG�XVLQJ�WKH�UHVSRQVHV�RI�WKH����%HQHOX[�DQG�*HUPDQ�(1*2V�WR�TXHVWLRQV���DQG� �� RI� WKH� TXHVWLRQQDLUH��+RZHYHU�� WKH� QXPEHU� RI� UHVSRQVHV� UHFHLYHG� LQ� UHODWLRQ� WR� HDFK�FRPSDQ\� YDULHG� FRQVLGHUDEO\�� QRW� RQO\� EHFDXVH� RI� WKH� IDFW� WKDW� WKH� QXPEHU� RI� UHVSRQVHV�YDULHG�EHWZHHQ�WKH�%HQHOX[�DQG�*HUPDQ�FRXQWULHV�EXW�DOVR�EHFDXVH�QRW�DOO�(1*2V�SURYLGHG�FRPSOHWH�UHVSRQVHV�WR�ERWK�TXHVWLRQV���7KHVH�PLVVLQJ�YDOXHV�ZHUH�PDLQO\�GXH�WR�WKH�IDFW�WKDW�VRPH� (1*2V� GLG� QRW� UHFRJQLVH� WKH� FRPSDQ\� E\� QDPH� DQG� WKXV�ZHUH� QRW� LQ� D� SRVLWLRQ� WR�UHVSRQG�LQ�WKDW�SDUWLFXODU�FDVH���,Q�RUGHU�WR�HVWDEOLVK�WKH�UHOLDELOLW\�RI�WKH�UHVSRQVHV�RI�(1*2V�WR�TXHVWLRQV���DQG����D�YDULDQFH�FRPSRQHQWV�SURFHGXUH�ZDV�SHUIRUPHGXVLQJ�WKH�DQDO\VLV�RI�YDULDQFH��$129$��FRPSRQHQWV��7\SH�,�VXP�RI�VTXDUHV��PHWKRG��1RUXVLV�DQG�6366���������



$VVRFLDWLRQV�EHWZHHQ�GLYHUVH�YDULDEOHV�DQG�&('

���

7KLV�SURFHGXUH�SURYLGHV�DQ�HVWLPDWH�RI�WKH�GHJUHH�RI�YDULDELOLW\�DPRQJVW�(1*2V�LQ�WKHLU�HFR�UDWLQJ�RI�FRPSDQLHV��ZKHUH�WKH�HFR�UDWLQJV�DUH�HQWHUHG�DV� WKH�GHSHQGHQW�YDULDEOH�DQG�WKH����FRPSDQLHV�DV� WKH�UDQGRP�IDFWRU��,Q�HIIHFW�� WKLV�DQDO\VLV�HVWLPDWHV�KRZ�PXFK�YDULDQFH�LQ�WKH�(1*2V¶�VFRUHV�RI�HDFK�FRPSDQ\�LV�DWWULEXWDEOH�WR��L��SHUFHLYHG�GLIIHUHQFHV�LQ�WKH�HFR�UDWLQJ�RI� RQH� FRPSDQ\� IURP� DQRWKHU�� L�H�� WKH� WUXH� �L�H�� V\VWHPDWLF�� YDULDQFH�� DQG� �LL�� SHUFHLYHG�GLIIHUHQFHV�LQ�WKH�YLHZV�RI� WKH�(1*2V�WKHPVHOYHV�� L�H�� WKH�XQZDQWHG�YDULDQFH�RU�HUURU��7KH�UHVXOWV�RI�WKLV�WHVW�DUH�WKXV�SUHVHQWHG�LQ�WKH�IRUP�RI�WZR�YDULDELOLW\��L�H��YDULDQFH��HVWLPDWHV��D� WKH�YDULDQFH FRPSRQHQW�HVWLPDWH��ZKLFK�PHDVXUHV�WKH�GHJUHH�RI�V\VWHPDWLF�YDULDQFH�RI�(1*2�UHVSRQVHV�EHWZHHQ FRPSDQLHV��9$5�FRPSDQ\����DQG��E� WKH� YDULDQFH� HUURU� HVWLPDWH� ZKLFK� PHDVXUHV� WKH� GHJUHH� RI� LQFRQVLVWHQF\� RI� (1*2�UHVSRQVHV�ZLWKLQ FRPSDQLHV��9$5�HUURU���7KH�UHVXOWV�RI�WKH�$129$�YDULDQFH�FRPSRQHQW�PHWKRG�IRU�WKH�UHVSRQVHV�RI�WKH�%HQHOX[�DQG�*HUPDQ� DUH� VXPPDULVHG� EHORZ� LQ� 7DEOH� ������ %DVHG� RQ� WKHVH� YDOXHV�� DQ� HVWLPDWH� RI� WKH�UHOLDELOLW\�RI�RQH�REVHUYHU��L�H��RI�RQH�(1*2��FDQ�EH�FRPSXWHG�XVLQJ�WKH�IRUPXOD�HVW�1F�(VWLPDWH�RI�UHOLDELOLW\�IRU�RQH�REVHUYHU��U� � HVW�1F� ��HVW�1(�ZKHUH�1� �HVWLPDWHG�YDULDQFH��F� �FRPSDQ\��DQG�(� �HUURU��8VLQJ�WKH�YDOXHV�VKRZQ�LQ�7DEOH�������WKH�HVWLPDWH�RI�UHOLDELOLW\�IRU�RQH�REVHUYHU��U���LV�FRPSXWHG�DV������������������������L�H��������� IRU� WKH� UHVSRQVHV� WR� TXHVWLRQ� � DQG� ������������� �� �������� L�H�� ������� IRU� WKH�UHVSRQVHV�WR�TXHVWLRQ����$V�D�UXOH�RI�WKXPE��UHOLDELOLW\�YDOXHV�RI������RU�KLJKHU�DUH�FRQVLGHUHG�DFFHSWDEOH��7KXV��PHDQ� YDOXHV� RI� VDPSOH� FRPSDQLHV�EDVHG�RQ� WKH� UHVSRQVHV�RI�RQH�(1*2�ZRXOG�QRW�EH�FRQVLGHUHG�UHOLDEOH�
7DEOH�����9DULDQFH�HVWLPDWHV�IRU�HQYLURQPHQWDO�UHSXWDWLRQ��³HFR�UDWLQJ´��UHVSRQVHV�RI�(1*2V (VWLPDWHG�%HWZHHQ�9DULDQFH�&RPSRQHQW� (VWLPDWHG�(UURU�&RPSRQHQW
&XUUHQW�HQYLURQPHQWDO�UHSXWDWLRQ��4�� ����� �����&KDQJH�LQ�HQYLURQPHQWDO�UHSXWDWLRQ�RYHU�WKH�ODVW�IHZ�\HDUV��4�� ����� �����
1RWHV� 7KLV�WDEOH�SURYLGHV�WKH�UHVXOWV�RI�WKH�DQDO\VLV�RI�YDULDQFH��$129$��7\SH�,�VXP�RI�VTXDUHV�FRPSRQHQWV�SURFHGXUH ZKHQ�UXQ�DJDLQVW�WKH�%HQHOX[�DQG�*HUPDQ�HQYLURQPHQWDO�RUJDQL]DWLRQV¶�UDWLQJ�RI�WKH�HQYLURQPHQWDOUHSXWDWLRQ��³HFR�UDWLQJ´��RI�WKH����VDPSOH�FRPSDQLHV�7ZR�SRVVLEOH�DSSURDFKHV�DUH�DYDLODEOH�IRU�PDNLQJ�XVH�RI�WKLV�LQIRUPDWLRQ��7KH�ILUVW�LV�WR�ORRN�DW� WKH�PHDQ� QXPEHU� RI� UHVSRQVHV� IRU� DOO� VDPSOH� FRPSDQLHV��ZKLFK� LV� FRPSXWHG� VLPSO\� E\�GLYLGLQJ�WKH�WRWDO�QXPEHU�RI�UHVSRQVHV�E\�DOO�(1*2V�IRU�DOO�VDPSOH�FRPSDQLHV�E\�WKH�QXPEHU�RI� FRPSDQLHV� IRU� ZKLFK� UHVSRQVHV� ZHUH� JLYHQ�� )RU� TXHVWLRQV� �� DQG� ��� WKLV� PHDQ� YDOXH� LV�FRPSXWHG� DV�������� �L�H������QRW����DV� WZR�*HUPDQ�FRPSDQLHV� �$9$�DQG�+RUQEDFK��ZHUH�QRW�HFR�UDWHG�E\�*HUPDQ�(1*2V�� ��������DQG�������� ������UHVSHFWLYHO\��8VLQJ�WKLV�YDOXH��WKH�HVWLPDWH�RI�UHOLDELOLW\�IRU�WKH�DYHUDJHG�UDWLQJ�IRU�WKH�UHVSRQVHV�WR�TXHVWLRQ���LV�FRPSXWHG�XVLQJ�WKH�IROORZLQJ�IRUPXOD�
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Q�U��(VWLPDWH�RI�UHOLDELOLW\�IRU�REVHUYHUV�UQ  �����Q�� ���U�
�������������� ������������± ���������� � ����8VLQJ�WKH�VDPH�SURFHGXUH��WKH�HVWLPDWH�RI�UHOLDELOLW\�IRU�WKH�DYHUDJHG�UDWLQJ�IRU�WKH�UHVSRQVHV�WR� TXHVWLRQ� �� LV� ��������$Q� DOWHUQDWLYH� SURFHGXUH� LV� WR� LQVLVW� RQ� VRPH�PLQLPXP�YDOXH� IRU�REVHUYHU� UHOLDELOLW\�� WKHQ� WR� FRPSXWH� WKH� PLQLPXP� QXPEHU� RI� REVHUYHUV� �L�H�� (1*2V��UHTXLUHG�IRU�D�SDUWLFXODU�FRPSDQ\��UHPRYLQJ�IURP�DQ\�VXEVHTXHQW�FRUUHODWLRQV�DOO�FRPSDQLHV�IRU� ZKLFK� WKH� QXPEHU� RI� REVHUYHUV� �L�H�� UHVSRQVHV� IURP� (1*2V�� LV� EHORZ� WKLV�PLQLPXP��5HDUUDQJLQJ�WKH�DERYH�IRUPXOD�DQG�WKHQ�ILOOLQJ�LQ�WKH�GHVLUHG�UHOLDELOLW\��UQ� RI������DQG�U�  �������WKH�PLQLPXP�QXPEHU�1�LV� UQ ± U��Ü UQ1  U� ± U��Ü UQ�����± ���������1�  �����± ����������1�  � ����7KXV�� IRU� D�PLQLPXP� UHOLDELOLW\� RI� ������ WKH�PLQLPXP�QXPEHU� RI� UHVSRQVHV� UHTXLUHG� IURP�(1*2V� WR� TXHVWLRQ� �� IRU� HDFK� VDPSOH� FRPSDQ\� LV� ������ 8VLQJ� WKH� VDPH� IRUPXOD�� WKH�PLQLPXP�QXPEHU�RI�UHVSRQVHV�UHTXLUHG�IURP�(1*2V�WR�TXHVWLRQ���LV�������$SSO\LQJ�WKHVH�YDOXHV�WR�WKH�UHVSRQVHV�RI�(1*2V�WR�TXHVWLRQV���DQG����UHVSHFWLYHO\��UHTXLUHV�WKH�HOLPLQDWLRQ�RI� DOO� HFR�UDWLQJV� RI� WKH� VDPSOH� FRPSDQLHV� IRU�ZKLFK� WKH� QXPEHU� RI�(1*2� UHVSRQGHQWV� LV�OHVV� WKDQ� WKUHH�DQG�ILYH�� UHVSHFWLYHO\��%DVHG�RQ�WKH�(1*2V¶�UHVSRQVHV�WR�WKH�TXHVWLRQQDLUH��WKLV� UHVXOWV� LQ� WKH� H[FOXVLRQ� RI� HLJKW� VDPSOH� FRPSDQLHV� �VHYHQ� *HUPDQ� DQG� RQH� %HQHOX[��IURP� WKH� FRUUHODWLRQ� SURFHGXUHV� ZKHQ� XVLQJ� WKH� UHVSRQVHV� WR� TXHVWLRQ� �� DQG� ILYH� VDPSOH�FRPSDQLHV� �WZR�*HUPDQ�DQG�WKUHH�%HQHOX[��ZKHQ�XVLQJ�WKH�UHVSRQVHV�WR�TXHVWLRQ����%DVHG�RQ�WKHVH UHVXOWV��WKH�DSSURDFK�DGRSWHG�ZDV�WR�UXQ�WZR�VHWV�RI�FRUUHODWLRQV��WKH�ILUVW�XVLQJ�DOO�WKH� (1*2� UHVSRQVHV�� LUUHVSHFWLYH� RI� WKH� QXPEHU� RI� REVHUYHUV�� DQG� WKH� VHFRQG� XVLQJ� RQO\�WKRVH� FRPSDQLHV� IRU� ZKLFK� WKH� QXPEHU� RI� REVHUYDWLRQV� ZDV� QRW� OHVV� WKDQ� WKH� UHTXLUHG�PLQLPXP� ���� FRPSDQLHV� LQ� WKH� FDVH� RI� TXHVWLRQ� �� DQG� ��� LQ� WKH� FDVH� RI� TXHVWLRQ� ���� 7KH�K\SRWKHVLV� WKDW� HQYLURQPHQWDO� UHSXWDWLRQ�� DV� D� SUR[\� IRU� HQYLURQPHQWDO� SHUIRUPDQFH�� LV�QHJDWLYHO\� DVVRFLDWHG� ZLWK� HQYLURQPHQWDO� GLVFORVXUH� ZDV� WHVWHG� E\� UXQQLQJ� D� SDUWLDO�FRUUHODWLRQ� RQ� WKH� PHDQ� UHVSRQVHV� RI� (1*2V� WR� TXHVWLRQ� �� RI� WKH� TXHVWLRQQDLUH� DQG� WKH�DPRXQW� RI� HQYLURQPHQWDO� GLVFORVXUH� E\� HDFK� FRPSDQ\� LQ� HDFK� RI� WKH� \HDUV� ����� WR� ������FRQWUROOLQJ� IRU� VL]H� �WRWDO� DVVHWV�� DQG� FRXQWU\� HIIHFWV�� 7KH� UHVXOWV� IRU� ERWK� VHWV� RI� SDUWLDO�FRUUHODWLRQV�DUH� VKRZQ� LQ�7DEOH�������6LPLODU� UHVXOWV� WR� WKRVH�SUHVHQWHG� LQ�7DEOH������ZHUH�DFKLHYHG�ZKHQ�XVLQJ�WKH�QXPEHU�RI�HPSOR\HHV�DQG�SURILWV��3%,7���UHVSHFWLYHO\��DV�WKH�SUR[\�IRU� VL]H���� 7KH� UHVXOWV� SUHVHQWHG� LQ� 7DEOH� ����� RIIHU� VXSSRUW� IRU� WKH� DOWHUQDWLYH� K\SRWKHVLV�XQGHU�+�D��7KH�GLUHFWLRQ�RI�WKH�DVVRFLDWLRQ�LV�DV�SUHGLFWHG�XQGHU�WKH�K\SRWKHVLV�IRU�DOO�\HDUV�DQG�WKH�S�YDOXHV�DUH�VLJQLILFDQW�IRU�DOO�\HDUV�RWKHU�WKDQ�������VXJJHVWLQJ�WKDW�WKH�FRUUHODWLRQ�LV�
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QRW� GXH� WR� FKDQFH�� 7KH� VWUHQJWK� RI� WKH� FRUUHODWLRQ�� DV� LQGLFDWHG� E\� WKH� VL]H� RI� WKH� SDUWLDO�FRUUHODWLRQ�FRHIILFLHQW��YDULHV�IURP��������������WR���������������ZKLFK�VXJJHVWV�D�PHGLXP�VL]HG� VWUHQJWK� RI� FRUUHODWLRQ���� L�H�� QRW� VPDOO� DQG� QRW� ODUJH�� ZLWK� PRUH� WKDQ� KDOI� RI� WKH�YDULDWLRQ�VHHPLQJO\�GXH�WR�WKHLU�PXWXDO�DVVRFLDWLRQ�ZLWK�RWKHU�YDULDEOHV�
7DEOH�����3DUWLDO�FRHIILFLHQWV�RI�FRUUHODWLRQ�EHWZHHQ�HQYLURQPHQWDO�UHSXWDWLRQ�DQG�WRWDO�&('���� ���� ���� ���� ���� ���� ����
$OO�FRPSDQLHV�� ����3DUWLDO�FRUUHODWLRQ�FRHIILFLHQW ������� ������� ������� ������� ������� ������� �������S�YDOXH �������� �������� ����� �������� ����� ����� �����
&RPSDQLHV�ZLWK�DW�OHDVW���REVHUYHUV�� ����3DUWLDO�FRUUHODWLRQ�FRHIILFLHQW ������� ������� ������� ������� ������� ������� �������S�YDOXH �������� �������� ����� ����� ����� ����� �����
1RWHV� 7KLV� WDEOH� VKRZV� WKH� FRUUHODWLRQ� FRHIILFLHQWV� DQG�S�YDOXHV� IRU� RQH�WDLOHG� SDUWLDO� FRUUHODWLRQV� EHWZHHQ�HQYLURQPHQWDO�GLVFORVXUH��³7RWDO�&('´��DQG�PHDQ�YDOXHV�IRU�(1*2V�VFRULQJ�RI�HDFK�FRPSDQ\¶V�HQYLURQPHQWDO�UHSXWDWLRQ�DFFRUGLQJ�WR�D�UDQN�RUGHU�ILYH�SRLQW�/LNHUW�VFDOH�ZKHUH��� �YHU\�SRRU�DQG��� �RXWVWDQGLQJ��FRQWUROOLQJ�IRU�WKH�HIIHFWV�RI�VL]H��WRWDO�DVVHWV��DQG�FRXQWU\��$OO�WHVWV�ZHUH�UXQ�DJDLQVW�WUDQVIRUPHG�YDOXHV�IRU�&('�DQG�VL]H��6LJQLILFDQW�S�YDOXHV��DW���SHU�FHQW��DUH�VKRZQ�LQ�EROG�+RZHYHU��WKH�H[WHQW�WR�ZKLFK�WKHVH�UHVXOWV�VXSSRUW�WKH�DOWHUQDWLYH�K\SRWKHVLV�LV�OLPLWHG�E\�WKH�IDFW� WKDW� WKH�SUR[\� IRU� HQYLURQPHQWDO� SHUIRUPDQFH� LV�EDVHG�RQ� WKH� UHVSRQVHV� UHFHLYHG� IURP�(1*2V� LQ� ����� DQG�� VWULFWO\� VSHDNLQJ�� ZRXOG� EH� DSSOLHG� DJDLQVW� WKH� PHDVXUH� RI�HQYLURQPHQWDO�GLVFORVXUH�IRU�WKH�SHULRG�FORVHVW�WR�WKH�GDWH�RI�WKH�UHVSRQVHV��ZKLFK�LQ�WKLV�FDVH�ZRXOG� EH� ������ $V� VKRZQ� LQ� 7DEOH� ������ DOWKRXJK� WKH� GLUHFWLRQ� RI� DVVRFLDWLRQ� ZDV� DV�SUHGLFWHG� LQ� ������ WKH� S�YDOXHV� DUH� QRW� VLJQLILFDQW� �DW� ILYH� SHU� FHQW�� DQG� WKH� FRUUHODWLRQ�FRHIILFLHQWV�DUH�VPDOO��:K\� WKH� VWURQJHVW� UHVXOWV� VKRXOG�EH�IRXQG�IRU� WKH�HDUOLHU�\HDUV�RI� WKH�VWXG\� LV�XQFOHDU��2QH�SODXVLEOH� H[SODQDWLRQ� LV� WKDW� WKH� (1*2¶V� EDVHG� WKHLU� UHVSRQVHV� RQ� WKHLU� NQRZOHGJH� RI� WKH�LQGXVWU\�UDWKHU�WKDQ�RQ�VSHFLILF�NQRZOHGJH�RI�WKH�FRPSDQ\�LWVHOI��L�H��WKH�LQGXVWU\�LQ�ZKLFK�D�FRPSDQ\� RSHUDWHV� FDVWV� D� ORQJ� VKDGRZ� RYHU� LWV� HQYLURQPHQWDO� UHSXWDWLRQ�� 6HYHUDO� GLIIHUHQW�LWHPV� RI� HPSLULFDO� HYLGHQFH� DSSHDU� WR� VXSSRUW� WKLV� FRQWHQWLRQ�� )LUVWO\�� PDQ\� RI� WKH� ���%HQHOX[� DQG� *HUPDQ� (1*2V� GLG� QRW� SURYLGH� FRPSOHWH� UHVSRQVHV� WR� TXHVWLRQ� �� RI� WKH�TXHVWLRQQDLUH�� WKH� PDLQ� UHDVRQ� JLYHQ� EHLQJ� WKDW� WKH\� GLG� QRW� NQRZ� WKH� FRPSDQ\� E\� QDPH��DOWKRXJK� LW� LV� SRVVLEOH� (1*2V� DUH� PRUH� IDPLOLDU� ZLWK� WKH FRPSDQ\¶V� EUDQGHG� SURGXFWV���6HFRQGO\�� (1*2V�ZHUH� DVNHG�� DV� SDUW� RI� TXHVWLRQ� ��� WR� LQGLFDWH� ZKLFK� IDFWRUV� ZHUH�PRVW�VLJQLILFDQW� LQ� GHWHUPLQLQJ� WKHLU� HFR�UDWLQJ�� $OWKRXJK� QRW� DOO� (1*2V� SURYLGHG� UHVSRQVHV��WKRVH�WKDW�GLG�UHIHUUHG�SUHGRPLQDQWO\�WR�LVVXHV�DVVRFLDWHG�ZLWK�WKH�LQGXVWU\�LQ�ZKLFK�WKH�ILUP�RSHUDWHG�UDWKHU�WKDQ�LVVXHV�DIIHFWLQJ�WKH�ILUP�DORQH��VXFK�DV�39&��JHQHUDO�SROOXWLRQ��GLR[LQV��QXFOHDU�SRZHU��DLU�WUDYHO��HWF��2QO\� D� IHZ� (1*2V� JDYH� GHWDLOHG� GHVFULSWLRQV� RI� WKH� VSHFLILF� DFWLYLWLHV� RI� LQGLYLGXDOFRPSDQLHV�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�LVVXHV��,I�IHZ�(1*2V�KDYH�GHWDLOHG�NQRZOHGJH�DW�WKH�FRPSDQ\� OHYHO�� WKLV�ZRXOG�EH�FRQVLVWHQW�ZLWK� WKHLU� UHOXFWDQFH�WR�HFR�UDWH�FRPSDQLHV��D�KLJK�
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QXPEHU� RI� ³GRQ¶W� NQRZ´� UHSOLHV� DQG� WKHLU� UHIHUHQFH� WR� LQGXVWU\�ZLGH� LVVXHV� �7DEOH� �����DERYH���7KLUGO\��WKH�PHDQ�YDOXHV�RI�WKH�UHVSRQVHV�RI�(1*2V�WR�TXHVWLRQ����ZKHQ�JURXSHG�DW�LQGXVWU\� OHYHO� SURGXFH� D� UDQN� RUGHU� WKDW� LV� FRQVLVWHQW� ZLWK� WKH�D� SULRUL FODVVLILFDWLRQ� RI�LQGXVWU\� VHFWRUV� DV� EHWZHHQ� HQYLURQPHQWDOO\�VHQVLWLYH� DQG� OHVV� HQYLURQPHQWDOO\�VHQVLWLYH��7DEOH�������
7DEOH�����0HDQ�VFRUHV�E\�(1*2V�RI�HQYLURQPHQWDO�UHSXWDWLRQ�RI�VDPSOH�FRPSDQLHV��E\�LQGXVWU\�JURXS6HFWRU 0HDQV�VFRUHV�E\,QGXVWU\�JURXS 5DQNLQJ $�SULRULFODVVLILFDWLRQ
5HWDLO�	�/HLVXUH ���� � /(6&RQVXPHU�*RRGV ���� � /(6%DQNV�	�,QVXUDQFH ���� � /(67UDYHO��7RXULVP�	�7UDQVSRUW�6HUYLFHV ���� � /(60HFKDQLFDO�(QJLQHHULQJ�	�0HWDOOXUJ\ ���� � (6(QHUJ\�8WLOLWLHV ���� � (6([WUDFWLYH ���� � (6&KHPLFDOV ���� � (6
1RWHV��7KLV�WDEOH�VKRZV�WKH�PHDQV�VFRUHV�DQG�UHVXOWDQW�UDQNLQJV�DW� LQGXVWU\�JURXS�OHYHO�EDVHG�RQ�UHVSRQVHV�WR�WKH� PDLOHG� TXHVWLRQQDLUH� LQ� ZKLFK� (1*2V� ZHUH� DVNHG� WR� VFRUH� WKH� HQYLURQPHQWDO� UHSXWDWLRQ� RI� WKH� VDPSOH�FRPSDQLHV� RQ� WKH� EDVLV� RI� D� UDQN�RUGHU� ILYH�SRLQW� /LNHUW� VFDOH�� ZKHUH� ��  � YHU\� SRRU� DQG� �  � RXWVWDQGLQJ��5DQNLQJV�UHSUHVHQW�D�VLPSOH�LQWHJUDO�RUGHULQJ�DFFRUGLQJ�WR�WKH�PHDQ�VFRUH�LQ�HDFK�FDVH��WKH�KLJKHVW�PHDQ�VFRUH�EHLQJ� DFFRUGHG� D� UDQNLQJ� RI� RQH�� WKH� VHFRQG� KLJKHVW� PHDQ� VFRUH� D� UDQNLQJ� RI� WZR�� DQG� VR� RQ��:KHUH� (6�  �HQYLURQPHQWDOO\�VHQVLWLYH�DQG�/(6� �OHVV�HQYLURQPHQWDOO\�VHQVLWLYH�$V� VKRZQ� LQ�7DEOH� ������ LW� LV� WKH� HQYLURQPHQWDOO\�VHQVLWLYH� VHFWRUV�� SDUWLFXODUO\� FKHPLFDOV��ZKLFK�UHFHLYH�WKH�ORZHU�VFRUHV�IRU�HQYLURQPHQWDO�UHSXWDWLRQ��ZLWK�WKH�OHVV�HQYLURQPHQWDOO\�VHQVLWLYH� VHFWRUV�� QRWDEO\� UHWDLO� DQG� OHLVXUH�� UHFHLYLQJ� KLJKHU� VFRUHV�� +RZHYHU�� 7DEOH� �����KLJKOLJKWV� WKH� JHQHUDOO\� SRRU� UDWLQJV� DZDUGHG� DFURVV� WKH� ERDUG�� ZLWK� QR� VHFWRU� KDYLQJ� DQ�DYHUDJH�VFRUH�DERYH������ZKLFK�ZDV�GHILQHG�DV�³IDLU´�LQ�WKH�WH[W�RI�WKH�TXHVWLRQ��VFRUHV�RI���DQG� �� EHLQJ GHILQHG� DV� ³SRRU´� DQG� ³YHU\� SRRU´�� UHVSHFWLYHO\�� ,Q� RWKHU�ZRUGV��%HQHOX[� DQG�*HUPDQ�(1*2V�� SHUKDSV� QRW� VXUSULVLQJO\�� KDYH� D� ORZ�RSLQLRQ� RI� WKH� FRUSRUDWH� VHFWRU� DV� D�ZKROH�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�LVVXHV��0RUH�UHVHDUFK�LV�REYLRXVO\�QHHGHG�WR�VXEVWDQWLDWH�WKH� YLHZ� WKDW� (1*2V¶� DVVHVVPHQW� RI� FRUSRUDWH� HQYLURQPHQWDO� UHSXWDWLRQ� LV� VLJQLILFDQWO\�LQIOXHQFHG� E\� VHFWRU�OHYHO� LVVXHV�� EXW� LW� PD\� JR� VRPH� ZD\� WRZDUGV� H[SODLQLQJ� WKH� UHVXOWV�VKRZQ�LQ�7DEOH������ZKHUH� WKH�QHJDWLYH�FRUUHODWLRQ�ZRXOG�EH�HQWLUHO\�SUHGLFWDEOH�JLYHQ� WKH�WHVWV�RI�DVVRFLDWLRQ�EHWZHHQ�HQYLURQPHQWDO�GLVFORVXUH�DQG�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\�UHIHUUHG�WR�SUHYLRXVO\��7DEOH��������7KDW�LV��WKH�SDUWLDO�FRUUHODWLRQ�WHVWV�UHSRUWHG�LQ�7DEOH������DERYH� LQ� UHODWLRQ� WR� HFR�UDWLQJV� DQG� &('� PLUURU� WKH� HDUOLHU� WHVWV� RI� DVVRFLDWLRQ� EHWZHHQ�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\�DQG�&('�H[FHSW�WKDW�WKH�UDQNLQJ�RI�UHODWLYH�YDOXHV�IRU�WKH�LQGHSHQGHQW� YDULDEOH� LV� UHYHUVHG� ZLWK� WKH� HQYLURQPHQWDOO\�VHQVLWLYH� VHFWRUV� EHLQJ� UDQNHG�ORZHVW��HFR�UDWLQJ��UDWKHU�WKDQ�KLJKHVW��HQYLURQPHQWDO�LPSDFW����(PSLULFDO� HYLGHQFH�ZDV� SURYLGHG� DERYH� �7DEOH� ������ZKLFK� GHPRQVWUDWHG� WKDW�(1*2V�QRW�RQO\�H[DPLQH�HQYLURQPHQWDO�GLVFORVXUHV�E\�FRPSDQLHV�EXW�WKDW�WKH\�DOVR�WU\�WR�LQIOXHQFH�VXFK�
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GLVFORVXUHV�� ,W� LV� SRVVLEOH� WKDW� WKRVH� ILUPV� ZKLFK� ZHUH� DZDUH� RI� (1*2V� SHUFHSWLRQV� DQG�FDPSDLJQ� DFWLYLWLHV� LQ� UHODWLRQ� WR� WKHLU� �SRRU�� HQYLURQPHQWDO� SHUIRUPDQFH� XVHG� &('� WR�LQIOXHQFH�WKHVH�SHUFHSWLRQV�DV�SDUW�RI�D�OHJLWLPDWLRQ�VWUDWHJ\��VHH�&KDSWHU�����7R�H[SORUH�WKH�LQIOXHQFH�RI�WKH�&('�VWUDWHJLHV�RQ (1*2V¶�SHUFHSWLRQV�RI�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV��(1*2V� ZHUH� DVNHG� WR� LQGLFDWH� WKH� H[WHQW� WR� ZKLFK� WKH� HQYLURQPHQWDO� UHSXWDWLRQ� RI� WKHVH�FRPSDQLHV�KDG�FKDQJHG�RYHU�WKH�ODVW�IHZ�\HDUV��8VLQJ�D�UDQN�RUGHU�VHYHQ�SRLQW�/LNHUW�VFDOH��UHVSRQGHQWV�ZHUH�DVNHG�WR�VFRUH�WKHLU�UHVSRQVHV�IURP���WR����ZKHUH��� �VWURQJO\�ZRUVHQHG���� �QR�FKDQJH�DQG��� �VWURQJO\�LPSURYHG��7KH�YDULDEOH�HVWLPDWH�DQG�YDULDEOH�HUURU�FRPSRQHQWV�RI�WKHVH�VFRUHV�ZHUH�UHSRUWHG�LQ�7DEOH������DERYH��$�SDUWLDO�FRUUHODWLRQ�WHVW�ZDV�SHUIRUPHG�RQ�WKH�PHDQ� VFRUHV� DQG� WKH� FKDQJH� LQ�&('�EHWZHHQ� WZR� WLPH�SHULRGV� �L�H�� EHWZHHQ������DQG�������DQG�EHWZHHQ������DQG��������FRQWUROOLQJ�IRU�VL]H��WRWDO�DVVHWV��DQG�FRXQWU\�HIIHFWV��7KH�UHVXOWV� IRU�ERWK�VHWV�RI�SDUWLDO�FRUUHODWLRQV�DUH�VKRZQ�LQ�7DEOH�������6LPLODU�UHVXOWV� WR� WKRVH�SUHVHQWHG�LQ�7DEOH������ZHUH�DFKLHYHG�ZKHQ�XVLQJ�WKH�QXPEHU�RI�HPSOR\HHV��SURILWV��3%,7��DQG�FDSLWDO�HPSOR\HG�DV�DOWHUQDWLYH�SUR[LHV�IRU�VL]H���
7DEOH�����3DUWLDO�FRHIILFLHQWV�RI�FRUUHODWLRQ�EHWZHHQ�FKDQJH�LQ�HQYLURQPHQWDO�UHSXWDWLRQ�DQG�FKDQJH�LQ�WRWDO�&(' &KDQJH�LQ�HQYLURQPHQWDO�GLVFORVXUH�EHWZHHQ������DQG�����

&KDQJH�LQ�HQYLURQPHQWDO�GLVFORVXUH�EHWZHHQ������DQG�����
$OO�FRPSDQLHV�� ����3DUWLDO�FRUUHODWLRQ�FRHIILFLHQW ������ ������S�YDOXH ����� �����
&RPSDQLHV�ZLWK�DW�OHDVW���REVHUYHUV�� ����3DUWLDO�FRUUHODWLRQ�FRHIILFLHQW ������ ������S�YDOXH ����� �����1RWHV�� 7KLV� WDEOH� VKRZV� WKH� FRUUHODWLRQ� FRHIILFLHQWV� DQG�S�YDOXHV� IRU� RQH�WDLOHG� SDUWLDO� FRUUHODWLRQV� EHWZHHQ�FKDQJHV� LQ� HQYLURQPHQWDO� GLVFORVXUH� �³7RWDO�&('´��EHWZHHQ� WZR�SRLQWV� LQ� WLPH� DQG�PHDQ�YDOXHV� IRU�(1*2V�VFRULQJ�RI�WKH�FKDQJH�LQ�HDFK�FRPSDQ\¶V�HQYLURQPHQWDO�UHSXWDWLRQ�DFFRUGLQJ�WR�D�UDQN�RUGHU�VHYHQ�SRLQW�/LNHUW�VFDOH�ZKHUH��� �VWURQJO\�ZRUVHQHG���� �QR�FKDQJH�DQG��� �VWURQJO\�LPSURYHG��FRQWUROOLQJ�IRU�WKH�HIIHFWV�RI�VL]H��WRWDO�DVVHWV��DQG�FRXQWU\��$OO�WHVWV�ZHUH�UXQ�DJDLQVW�WUDQVIRUPHG�YDOXHV�IRU�&('�DQG�VL]H��6LJQLILFDQW�S�YDOXHV��DW���SHU�FHQW��DUH�VKRZQ�LQ�EROG�7KH� UHVXOWV� UHSRUWHG� LQ�7DEOH������RIIHU� VRPH� VXSSRUW� IRU� WKH�K\SRWKHVLV� WKDW�FRPSDQLHV� LQ�QHJRWLDWLQJ� WKHLU� OHJLWLPDF\�VWDWXV�ZLWK�(1*2V�KDYH�XVHG�&('�VXFFHVVIXOO\�� ,Q� WKH�FDVH�RI�ERWK�WLPH�SHULRGV��WKH�FRUUHODWLRQ�FRHIILFLHQW�ZDV�SRVLWLYH�DQG�WKH�S�YDOXH�VLJQLILFDQW��DW�ILYH�SHU� FHQW���+RZHYHU�� WKH� VWUHQJWK�RI� WKH� FRUUHODWLRQ� LV�QRW� VWURQJ��LQGLFDWLQJ� WKH�SUHVHQFH�RI�RWKHU�YDULDEOHV��:KLOVW�D�GHWDLOHG�H[SORUDWLRQ�RI�WKLV�LVVXH�OLHV�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\�� HYLGHQFH� SUHVHQWHG� LQ� 7DEOH� ����� EHORZ�� ZKLFK� DJJUHJDWHV� (1*2V� UHVSRQVHV� DW�LQGXVWU\� JURXS� OHYHO�� VXJJHVWV� WKDW� WKH� LQIOXHQFH� RI� LQFUHDVHG� OHYHOV� RI� &('� RQ� (1*2V¶�SHUFHSWLRQV�KDV�EHHQ�YHU\�PDUJLQDO��,QGHHG��LQ�WKH�FDVH�RI�WKH�FKHPLFDOV�VHFWRU��IRU�H[DPSOH��LQFUHDVHV�LQ�HQYLURQPHQWDO�GLVFORVXUH�E\�FKHPLFDO�FRPSDQLHV�RYHU�WKH�SHULRG�GR�QRW�VHHP�WR�KDYH� LPSURYHG� WKHLU� HQYLURQPHQWDO� UHSXWDWLRQ�� 7KLV� VXJJHVWV� WKDW� RWKHU� IDFWRUV�PD\� SOD\� D�UROH�LQ�LQIOXHQFLQJ�(1*2V¶�SHUFHSWLRQV�RI�FRUSRUDWH�HQYLURQPHQWDO�SHUIRUPDQFH�
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7DEOH�����0HDQ�VFRUHV�E\�(1*2V�RI�FKDQJH�LQ�HQYLURQPHQWDO�UHSXWDWLRQ�RI�VDPSOH�FRPSDQLHV�RYHU�WKH�ODVW�IHZ�\HDUV��VXPPDULVHG�E\�LQGXVWU\�JURXS6HFWRU 0HDQV�VFRUHV�E\�LQGXVWU\�JURXS 5DQNLQJ $�SULRULFODVVLILFDWLRQ(QHUJ\�8WLOLWLHV ����� � (60HFKDQLFDO�(QJLQHHULQJ�	�0HWDOOXUJ\ ����� � (6%DQNV�	�,QVXUDQFH ����� � /(6([WUDFWLYH ����� � (6&RQVXPHU�*RRGV ����� � /(6&KHPLFDOV ����� � (67UDYHO��7RXULVP�	�7UDQVSRUW�6HUYLFHV ����� � /(65HWDLO�	�/HLVXUH ����� � /(6
1RWHV� 7KLV�WDEOH�VKRZV�WKH�PHDQV�VFRUHV�DQG�UHVXOWDQW�UDQNLQJV�DW�LQGXVWU\�JURXS�OHYHO�EDVHG�RQ�UHVSRQVHV�WR�D�PDLOHG� TXHVWLRQQDLUH� LQ� ZKLFK� (1*2V� ZHUH�DVNHG� WR� VFRUH� WKH� FKDQJH� LQ� HQYLURQPHQWDO� UHSXWDWLRQ� RI� WKH�VDPSOH� FRPSDQLHV� RYHU� WKH� ODVW� IHZ� \HDUV� RQ� WKH� EDVLV� RI� D� UDQN�RUGHU� VHYHQ�SRLQW� /LNHUW� VFDOH� ZKHUH� ��  �VLJQLILFDQWO\� ZRUVHQHG�� ��  � QR� FKDQJH� DQG� ��  � VLJQLILFDQWO\� LPSURYHG�� 5DQNLQJV� UHSUHVHQW� DVLPSOH� LQWHJUDO�RUGHULQJ�RI�DFFRUGLQJ�WKH�PHDQ�VFRUH�LQ�HDFK�FDVH��WKH�KLJKHVW�PHDQ�VFRUH�EHLQJ�DFFRUGHG�D�UDQNLQJ�RI�RQH��WKH�VHFRQG�KLJKHVW�PHDQ�VFRUH�D�UDQNLQJ�RI�WZR��DQG�VR�RQ��:KHUH�(6� �HQYLURQPHQWDOO\�VHQVLWLYH�DQG�/(6� �OHVV�HQYLURQPHQWDOO\�VHQVLWLYH������ 1HZV�W\SH�± JRRG�RU�EDG"7KH�ILQDO�K\SRWKHVLV�XQGHU�2/7�DVVHUWV�WKDW�HQYLURQPHQWDO�GLVFORVXUH�ZLOO�EH�LQ�WKH�IRUP�RI�µSRVLWLYH¶� L�H�� �µJRRG� QHZV¶�� HQYLURQPHQWDO� LQIRUPDWLRQ� DV� SDUW� RI� D� FRUSRUDWLRQ¶V� SXEOLF�UHODWLRQV� H[HUFLVH� DLPHG� DW� FKDQJLQJ� VRFLHW\¶V� SHUFHSWLRQV� RI� WKH� FRUSRUDWLRQ� E\� SUHVHQWLQJ�LWVHOI� DV� DFWLQJ� UHVSRQVLEO\� LQ� UHODWLRQ� WR� HQYLURQPHQW� LVVXHV� �+�G�� +�E�� +�E��� 7DEOH� �����SURYLGHV� VRPH� GHVFULSWLYH� VWDWLVWLFV� DERXW� WKH� GLVWULEXWLRQ� RI� WKH� WRWDO�� µJRRG�QHXWUDO¶� DQG�µEDG¶� DPRXQWV�� UHVSHFWLYHO\�� RI� HQYLURQPHQWDO� GLVFORVXUHV� IRU� DOO� ��� %HQHOX[� DQG� *HUPDQ�FRPSDQLHV�IRU�DOO�\HDUV����$V� FDQ� EH� VHHQ� IURP� WKH� WDEOH�� GLVFORVXUH� RI� EDG� QHZV� LV� PLQXVFXOH� LQ� FRPSDULVRQ� WR�JRRG�QHXWUDO�QHZV��,Q�������IRU�H[DPSOH��WKH�PHDQ�QXPEHU�RI�SDJHV�RI�EDG�QHZV�ZDV�������SDJHV��FRPSDUHG�WR��������SDJHV�RI�JRRG�QHXWUDO�QHZV��D�UDWLR�RI��������)RU�WKH�VHYHQ�\HDU�SHULRG�DV�D�ZKROH�� WKH�PHDQ�QXPEHU�RI�SDJHV�RI�EDG�QHZV�ZDV������SDJHV�FRPSDUHG� WR�DQ�DYHUDJH�RI������SDJHV�RI�JRRG�QHXWUDO�QHZV��D�UDWLR�RI�������0RUHRYHU� LQ�PDQ\�FDVHV�ODUJH�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�IDLOHG�WR�GLVFORVH�DQ\�µEDG¶�QHZV��$V�VKRZQ�LQ�7DEOH�������WKH� SHUFHQWDJH� RI� FRPSDQLHV� QRW� GLVFORVLQJ� DQ\� EDG� QHZV� YDULHV� EHWZHHQ� ���� DQG� �����ZKHUHDV�WKH�SHUFHQWDJH�RI�FRPSDQLHV�QRW�GLVFORVLQJ�DQ\�JRRG�QHXWUDO�QHZV�UDQJHV�IURP����WR������$OWKRXJK�WKHUH�LV�QR�µREMHFWLYH¶�RU�VFLHQWLILF�ZD\�RI�NQRZLQJ�WKH�WRWDO�DPRXQW�RI�EDG�QHZV�ZKLFK� ODUJH�%HQHOX[� DQG�*HUPDQ� FRPSDQLHV� FRXOG� GLVFORVH� �VLPSO\� EHFDXVH�ZH� MXVW�GRQ¶W� NQRZ� KRZ� KXPDQ� DFWLYLWLHV� ZLOO� LPSDFW� RQ� WKH� SODQHW¶V� HFR�V\VWHPV� RYHU� WKH� ORQJ�WHUP��� WKH� VWDWLVWLFV� SUHVHQWHG� LQ� 7DEOH� ����� VXJJHVW� WKDW� %HQHOX[� DQG� *HUPDQ� FRPSDQLHV�ZHUH� FOHDUO\� IRFXVLQJ� RQ� GLVFORVLQJ� HQYLURQPHQWDO� LQIRUPDWLRQ� ZKLFK� DYRLGHG� FUHDWLQJ� DQ�XQIDYRXUDEO\�SHUFHSWLRQ�RI�WKH�RUJDQL]DWLRQ�
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7DEOH�����'HVFULSWLYH�VWDWLVWLFV�IRU�µQHZV�YDOXH¶�RI�WRWDO�&('��E\�\HDU��Q� �������� ���� ���� ���� ���� ���� ����
7RWDO�GLVFORVXUHV0LQLPXP ���� ���� ���� ���� ���� ���� ����0D[LPXP ����� ����� ����� ����� ����� ����� ������0HDQ ����� ����� ����� ����� ����� ����� ������0HGLDQ ����� ����� ����� ����� ����� ����� �����6WDQGDUG�GHYLDWLRQ ����� ����� ����� ������ ������ ������ ������%DG�QHZV0LQLPXP ���� ���� ���� ���� ���� ���� ����0D[LPXP ���� ���� ���� ���� ���� ���� ����0HDQ ����� ����� ����� ����� ����� ����� �����0HGLDQ ���� ���� ���� ���� ���� ���� ����6WDQGDUG�GHYLDWLRQ ����� ����� ����� ����� ����� ����� �����*RRG�QHXWUDO�QHZV0LQLPXP ���� ���� ���� ���� ���� ���� ����0D[LPXP ����� ����� ����� ����� ����� ����� ������0HDQ ����� ����� ����� ����� ����� ����� ������0HGLDQ ����� ����� ����� ����� ����� ����� �����6WDQGDUG�GHYLDWLRQ ����� ����� ����� ������ ������ ������ ������1RQ�GLVFORVHUV����%DG�QHZV ���� ���� ���� ���� ���� ���� ����*RRG�QHXWUDO�QHZV ���� ���� ���� ���� ���� ���� ����$Q\�QHZV ���� ���� ���� ���� ���� ���� ����

1RWHV� 7KLV�WDEOH�VKRZV�GHVFULSWLYH�VWDWLVWLFV�LQ�UHODWLRQ�WR�7RWDO�&('�E\�\HDU�IRU�WKH����%HQHOX[�DQG�*HUPDQ�FRPSDQLHV��ZKHUH�GLVFORVXUH� LV�FODVVLILHG�DV�EHWZHHQ�µEDG¶�DQG�µJRRG�QHXWUDO�QHZV¶� �DV�GHILQHG� LQ�&KDSWHU�����7KH� SHUFHQWDJHV� LQ� UHODWLRQ� WR� QRQ�GLVFORVHUV� UHIHU� WR� WKH� SHUFHQWDJH� RI� VDPSOH� FRPSDQLHV� �RXW� RI� ����ZKLFK�GLVFORVHG�QR�EDG�DQG�JRRG�QHXWUDO�QHZV��UHVSHFWLYHO\��LQ�HDFK�\HDU�RI�WKH�VWXG\��ZKHUH�µ$Q\�QHZV¶�LQGLFDWHV�WKH�SHUFHQWDJH�RI�FRPSDQLHV�ZKLFK�PDGH�QR�HQYLURQPHQWDO�GLVFORVXUH�7R� GHWHUPLQH� ZKHWKHU� WKHUH� ZDV� D� VWDWLVWLFDOO\� VLJQLILFDQW� GLIIHUHQFH� EHWZHHQ� WKH� DPRXQWV�GLVFORVHG� LQ� UHODWLRQ� WR� µEDG¶� &('� DQG� µJRRG�QHXWUDO¶� &('�� D� SDLUHG� VDPSOHV�W�WHVW� DQG� D�:LOFR[RQ�PDWFKHG�SDLUV�VLJQHG�UDQNV�WHVWV�ZHUH�SHUIRUPHG��WKH�UHVXOWV�RI�ZKLFK�DUH�VHW�RXW�LQ�7DEOH������EHORZ��$V�VKRZQ� LQ� WKH� WDEOH�� D� VLJQLILFDQW�GLIIHUHQFH�ZDV� IRXQG�EHWZHHQ� WKHVH�WZR�W\SHV�RI�GLVFORVXUH�IRU�HDFK�\HDU�RI�WKH�VWXG\��7KHVH�UHVXOWV�DUH�FRQVLVWHQW�ZLWK�WKRVH�RI�SULRU�VWXGLHV��VHH��IRU�H[DPSOH��'HHJDQ�DQG *RUGRQ��������'HHJDQ�DQG�5DQNLQ��������ZKLFK�SURYLGH� VWURQJ� HYLGHQFH� WR� VXSSRUW� WKH� K\SRWKHVLV� WKDW� ODUJH� FRPSDQLHV� VHHP� UHOXFWDQW� WR�SURYLGH� LQIRUPDWLRQ�ZLWKLQ� WKHLU� H[WHUQDO� DQQXDO�� VRFLDO� DQG�HQYLURQPHQW� UHSRUWV� DERXW� DQ\�QHJDWLYH�HQYLURQPHQWDO�HIIHFWV RI�WKHLU�EXVLQHVV�RSHUDWLRQV��6XFK�REVHUYDWLRQV��ZKHQ�YLHZHG�WKURXJK� WKH� OHQV� RI� 2/7�� DUH� VHHQ� DV� HYLGHQFH� RI� D� SHUFHLYHG� QHHG� RI� WKH� SDUW� RI� VHQLRU�PDQDJHPHQW� WR� OHJLWLPLVH� WKHLU� EXVLQHVV� DFWLYLWLHV� LQ� WKH� IDFH� RI� D� SHUFHLYHG� WKUHDW� WR� WKHLU�OHJLWLPDF\�VWDWXV��6XFK�HYLGHQFH�OHQGV�ZHLJKW�WR�WKH�YLHZ�WKDW�DQQXDO��VRFLDO�DQG�HQYLURQPHQW�UHSRUWV� QRW� RQO\� IDLO� WR� SURYLGH� DQ� DFFXUDWH�� EDODQFHG� RU� IDLU� SRUWUD\DO� RI� FRUSRUDWH�HQYLURQPHQWDO�SHUIRUPDQFH��EXW�WKDW�VXFK�UHSRUWV�DUH�XVHG�WHOHRORJLFDOO\��VHH�&KDSWHU���LQ�DQ�LGHRORJLFDO�HQG�JDPH�WKH�PDLQ�SXUSRVH�RI�ZKLFK�LV�WR�GHIOHFW�VRFLDO�FULWLFLVP�DZD\�IURP�WKH�ILUP�� 7KLV� SHUVSHFWLYH� LV� HQWLUHO\� FRQVLVWHQW� ZLWK� (ONLQJWRQ¶V� ������� DUJXPHQW� WKDW� PRVW�
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FRPSDQLHV� HQJDJLQJ� LQ� VRFLDO� DQG� HQYLURQPHQWDO� UHSRUWLQJ� YLHZ� WKHLU� UHSRUWV� DV� SXEOLF�UHODWLRQV� YHKLFOHV� DQG� DV� VXFK� DUH�GHVLJQHG� WR�RIIHU� UHDVVXUDQFH� DQG�DVVLVW�ZLWK� µIHHO�JRRG¶�LPDJH� EXLOGLQJ� UDWKHU� WKDQ� SURYLGLQJ� DQ\� PHDQLQJIXO� UHSUHVHQWDWLRQ� RI� HQYLURQPHQWDO�SHUIRUPDQFH�� ,W� LV� DOVR� FRQVLVWHQW� ZLWK� +RRJKLHPVWUD¶V� ������ DQDO\VLV� RI� 5R\DO� 'XWFK�6KHOO¶V� DWWHPSWV� DW� LQIOXHQFLQJ� SXEOLF� SHUFHSWLRQV� LQ� UHODWLRQ� WR� WKH� FRPSDQ\¶V� LPDJH� DQG�UHSXWDWLRQ�IROORZLQJ�WKH�%UHQW�6SDU GHEkFOH�
7DEOH�����&RPSDULVRQ�RI�DPRXQW�RI�JRRG�QHXWUDO�DQG�EDG�HQYLURQPHQWDO�GLVFORVXUHV��Q� �������� ���� ���� ���� ���� ���� ����3DLUHG�VDPSOHV�W�WHVWW�YDOXH ����� ����� ����� ����� ����� ����� �����6LJQLILFDQFH��S�YDOXH� �������� �������� �������� �������� �������� �������� ��������:LOFR[RQ�PDWFKHG�SDLUV=�VFRUH ������ ������ ������ ������ ������ ������ ������6LJQLILFDQFH��S�YDOXH� �������� �������� �������� �������� �������� �������� ��������1RWHV��7KLV� WDEOH� VKRZV� WKH� UHVXOWV�RI�D�SDLUHG� VDPSOHV� W�WHVW� DQG�D�:LOFR[RQ�PDWFKHG�SDLUV�VLJQHG�UDQNV� WHVW�ZKHQ� UXQ� DJDLQVW� WKH� DPRXQWV� RI� µEDG¶� DQG� µJRRG�QHXWUDO¶� HQYLURQPHQWDO� GLVFORVXUH� IRU� WKH� ��� VDPSOH�FRPSDQLHV��$OO� WHVWV�ZHUH� UXQ�DJDLQVW� UDZ��L�H��XQWUDQVIRUPHG��GDWD��6LJQLILFDQW��DW�����S�YDOXHV�DUH�VKRZQ�LQ�EROG�
1RWHV�� 3�3� 3ORWV DUH� XVHG� WR� SORW� D� YDULDEOH¶V� REVHUYHG� FXPXODWLYH� SURSRUWLRQV� �L�H�� WKH� FXPXODWLYH�SURSRUWLRQ� WKDW� LV� OHVV� WKDQ� D� VSHFLILHG� YDOXH�� DJDLQVW� H[SHFWHG� FXPXODWLYH� SURSRUWLRQV� XVLQJ�%ORP¶V� SURSRUWLRQDO� HVWLPDWLRQ� IRUPXOD� �1RUXVLV� DQG� 6366�� ������� ,I� WKH� VHOHFWHG� YDULDEOH�PDWFKHV�WKH�H[SHFWHG�GLVWULEXWLRQ��WKH�SRLQWV�FOXVWHU�DURXQG�D�VWUDLJKW�OLQH��� +LVWRJUDPV SURYLGH�D�JUDSKLFDO�GLVSOD\�RI�WKH�GLVWULEXWLRQ�RI�D�VLQJOH�YDULDEOH��+DLU�HW�DO����������7KLV� HQDEOHV� D� YLVXDO� FRPSDULVRQ� WR� EH� PDGH� RI� D� YDULDEOH¶V� GLVWULEXWLRQ� ZLWK� WKH� QRUPDO�GLVWULEXWLRQ��,Q�D�QRUPDO�GLVWULEXWLRQ�����SHU�FHQW�RI�YDOXHV�IDOO�ZLWKLQ�RQH�VWDQGDUG�GHYLDWLRQ��6'�� D�PHDVXUH� RI� GLVSHUVLRQ� RI� GDWD� DURXQG� WKH�PHDQ�� RI� WKH�PHDQ� DQG���� SHU� FHQW� RI� FDVHV� IDOO�ZLWKLQ���6'��UHVXOWLQJ�LQ�D�FOXVWHULQJ�RI�WKH�YDULDEOH�DURXQG�WKH�PHDQ�LQ�D�V\PPHWULFDO��XQLPRGDO�SDWWHUQ� NQRZQ� DV� WKH�EHOO�VKDSHG��RU�QRUPDO�� FXUYH��7KXV�� IRU� H[DPSOH�� LI� WKH�PHDQ�YDOXH�RI� D�YDULDEOH�ZHUH�����ZLWK�D�VWDQGDUG�GHYLDWLRQ�RI��������SHU�FHQW�RI�YDOXHV�ZRXOG�EH�EHWZHHQ����DQG����LQ�D�QRUPDO�GLVWULEXWLRQ��$�QRUPDO�GLVWULEXWLRQ�LV�V\PPHWULF��DQG�KDV�D�VNHZQHVV�YDOXH�RI�]HUR��6NHZQHVV�YDOXHV�WKDW�IDOO�RXWVLGH�WKH�UDQJH�RI�±��WR����QRUPDOO\�LQGLFDWH�D�VXEVWDQWLDOO\�VNHZHG�GLVWULEXWLRQ��$�SRVLWLYHO\�VNHZHG�GLVWULEXWLRQ�KDV�UHODWLYHO\�IHZ�ODUJH�YDOXHV�DQG�WDLOV�RII�WR�WKH�ULJKW��� )RU�H[DPSOH��'HHJDQ�DQG�*RUGRQ��������UHSRUW�KLJK�ILJXUHV�IRU�ERWK�VNHZQHVV�DQG�NXUWRVLV�ZKHQ�ORRNLQJ�DW�WKH�DVVRFLDWLRQ�EHWZHHQ�HQYLURQPHQWDO�VHQVLWLYLW\��FRQFHUQ�E\�HQYLURQPHQWDO�SUHVVXUH�JURXSV��DQG�HQYLURQPHQWDO�GLVFORVXUH��*UD\�HW�DO� ��������LQ�H[DPLQLQJ�WKH�DVVRFLDWLRQ�EHWZHHQ�FRUSRUDWH� FKDUDFWHULVWLFV� DQG� VRFLDO� GLVFORVXUH�� UHSRUW� WKDW� DOO� IRXU� PHDVXUHV� IRU� VL]H� DQG�SURILWDELOLW\� �WXUQRYHU�� FDSLWDO� HPSOR\HG�� QXPEHU� RI� HPSOR\HHV� DQG� SURILW�� ZHUH� QRW� QRUPDOO\�GLVWULEXWHG�� WKRVH� LQ UHODWLRQ� WR� VL]H� H[KLELWLQJ� H[WUHPHO\� ODUJH� SRVLWLYH� VNHZQHVV��$V� D� UHVXOW��*UD\�HW�DO��SHUIRUPHG�ORJDULWKPLF�WUDQVIRUPDWLRQV�WR�QRUPDOLVH�WKHLU�UDZ�GDWD��,Q�WKH�FDVH�RI�WKH�GHSHQGHQW� YDULDEOH�� 7RWDO� &65�� WKH� VNHZQHVV� DQG� NXUWRVLV� ILJXUHV� ZHUH� ORZ� DQG� DV� VXFK� QR�WUDQVIRUPDWLRQ� ZDV� UHTXLUHG�� DOWKRXJK� LQGLYLGXDO� HOHPHQWV� ZLWKLQ� WKLV�� QRWDEO\� WKH� FDWHJRU\�HQYLURQPHQW��ZHUH�SRVLWLYHO\�VNHZHG��*UD\�HW�DO����������+DFNVWRQ�DQG�0LOQH��������WUDQVIRUPHG�WKUHH�GHSHQGHQW�PHDVXUHV�RI�VL]H��VDOHV�� WRWDO�DVVHWV��DQG�PDUNHW�FDSLWDOL]DWLRQ��E\�WKHLU�QDWXUDO�ORJ�GXH�WR�QRQ�QRUPDOLW\�EXW�WKH�YDOXHV�IRU�7RWDO�&65�ZHUH�QRW�WUDQVIRUPHG��
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�� 7KH�IDFW�WKDW�WKH�LQGHSHQGHQW�YDULDEOHV�DUH�QRW�QRUPDOO\�GLVWULEXWHG�GRHV�QRW�LQ�LWVHOI�LQYDOLGDWH�WKH�XVH�RI�SDUDPHWULF� WHVWV� LQ�UHJUHVVLRQ� 5DWKHU��JLYHQ� WKDW� LW� LV�DVVXPHG�LQ�UHJUHVVLRQ�DQDO\VLV�WKDW�WKH�HUURU�WHUP�LV�QRUPDOO\�GLVWULEXWHG��&RRNH���������ZKDW�PDWWHUV�LV�ZKHWKHU�WKH�UHVLGXDOV�LQ�WKH� UHJUHVVLRQ� DUH� WKHPVHOYHV� QRUPDOO\� GLVWULEXWHG�� %\� QRUPDOLVLQJ� WKH� GLVWULEXWLRQ� RI� WKH�GHSHQGHQW�YDULDEOH��WKH�UHVLGXDOV�DUH�DXWRPDWLFDOO\�QRUPDOLVHG��� .XUWRVLV�SURYLGHV� D�PHDVXUH�RI� WKH� H[WHQW� WR�ZKLFK�REVHUYDWLRQV�FOXVWHU�DURXQG�D�FHQWUDO�SRLQW��1RUXVLV� DQG� 6366�� ������� )RU� D� QRUPDO� GLVWULEXWLRQ�� WKH� YDOXH� RI� WKH� NXUWRVLV� VWDWLVWLF� LV� ���3RVLWLYH�NXUWRVLV�LQGLFDWHV�WKDW�WKH�REVHUYDWLRQV�FOXVWHU�PRUH�DQG�KDYH�ORQJHU�WDLOV�WKDQ�WKRVH�LQ�WKH�QRUPDO�GLVWULEXWLRQ�ZKHUHDV�QHJDWLYH�NXUWRVLV�LQGLFDWHV�WKH�REVHUYDWLRQV�FOXVWHU�OHVV�DQG�KDYH�VKRUWHU�WDLOV��� 'HVFULSWLYH� VWDWLVWLFV� IRU� WKH� QRUPDOLVHG� GDWD� RI�7RWDO�&('�ZHUH� DV� IROORZV��PHDQ� ����������VWDQGDUG�GHYLDWLRQ� ��������VNHZQHVV� ��������NXUWRVLV� ���������� 7KH�PRGHO�VSHFLILHG�LQ�HTXDWLRQ�����LV�QRW�D�FRPSOHWH�VSHFLILFDWLRQ�RI�WKH�HFRQRPLF�DJHQF\�PRGHO�EXW�RQO\�RI�FKRVHQ�YDULDEOHV�ZKLFK�WKH�WKHRU\�VXJJHVWV PD\�KROG�H[SODQDWRU\�SRZHU�ZKHQ�VHHNLQJ�WR� H[SODLQ� YDULDWLRQV� LQ� &('� DFURVV� ILUPV� LQ� WKH� FRQWH[W� RI� WKH� SULQFLSDO�DJHQW� UHODWLRQVKLS��6LPLODU�PRGHOV�DUH�SURYLGHG�EHORZ�LQ�UHODWLRQ�WR�067�DQG�2/7��6XFK�PRGHOV�DUH�FRQVWUXFWHG�WR�YLHZ�FKRVHQ�DVSHFWV�RI�UHDOLW\��ZKLFK�PD\�EH�FRPSOH[�RU�VLPSOH�GHSHQGLQJ�RQ�WKH�VXEMHFW�PDWWHU��WR� H[SORUH� DVVRFLDWLRQV� ZLWK� &('�� 6XFK� PRGHOV� IRFXV� RQ� IDFWRUV� ZKLFK� WKH� FKRVHQ� WKHRULHV�VXJJHVW�DV�EHLQJ�RI�UHOHYDQFH� WR� WKH�SUHVHQW�VWXG\�DQG�ZKLFK�FDQ�EH�H[SORUHG�XVLQJ� WKH�FKRVHQ�UHVHDUFK�LQVWUXPHQWV��� 7KH�YDOXHV�VKRZQ�LQ�7DEOH�����DUH�GHULYHG�IURP�WKH�GDWD�VHW�IRU�WKH�SHULRG�RI�WKH�VWXG\�DV�D�ZKROH��3HDUVRQ� FRUUHODWLRQ� FRHIILFLHQWV� ZHUH� DOVR� FDOFXODWHG� IRU� HDFK� \HDU� RI� WKH� VWXG\�� ZLWK� VLPLODU�UHVXOWV��� :KLOVW�7DEOH�����UHYHDOV�WKH�IRXU�FKDUDFWHULVWLFV�IRU�SROLWLFDO�YLVLELOLW\�WR�EH�KLJKO\�FRUUHODWHG�ZLWK�RQH�DQRWKHU��VXFK� WKDW� WKH�UHJUHVVLRQV�SUHVHQWHG� LQ�7DEOH�����DUH�DOVR�VLPLODU�� WKHVH�UHJUHVVLRQV�QRQHWKHOHVV�KDYH�YDOXH�JLYHQ�WKDW�WKH\�DUH�QRW�FRPSOHWHO\�DOLNH���� 7KH�S�YDOXH�LV�WKH�SUREDELOLW\�WKDW�D�VWDWLVWLFDO�UHVXOW�DV�H[WUHPH�DV�WKH�RQH�REVHUYHG�ZRXOG�RFFXU�LI� WKH�QXOO�K\SRWKHVLV�ZHUH�WUXH��,I� WKH�REVHUYHG�VLJQLILFDQFH�OHYHO�LV�VPDOO�HQRXJK��XVXDOO\�OHVV�WKDQ�������WKH�QXOO�K\SRWKHVLV�LV�UHMHFWHG��,W�VKRXOG�EH�UHDGLO\�DSSDUHQW�IURP�WKH�S�YDOXHV�JLYHQ�LQ�7DEOH� ���� WKDW� WKH� VWDWLVWLFDO�SUREDELOLW\�RI����RXW�RI� WKH����FRPELQDWLRQV�RFFXUULQJ� LI� WKH�QXOO�K\SRWKHVLV�ZHUH�WUXH�LV�H[WUHPHO\�ORZ��+HQFH��WKH�QXOO�K\SRWKHVLV�LQ�WKLV�FDVH�FDQ�EH�UHMHFWHG���� ,Q�VRPH�FDVHV��WKH�(WD�VTXDUHG�YDOXHV�IRU�LQGXVWU\�VHFWRU�JLYHQ�KHUH�DUH�JUHDWHU�WKDQ�WKH�DGMXVWHG�5�VTXDUHG�YDOXHV�IRU�WKH�PRGHO�DV�D�ZKROH��+RZHYHU��VXFK�D�FRPSDULVRQ�LV�PLVOHDGLQJ�JLYHQ�WKDW�WKH� DGMXVWHG�5�VTXDUHG� YDOXHV� DUH� IRU� WKH� SRSXODWLRQ� UDWKHU� WKDQ� WKH� VDPSOH��ZKHUHDV� WKH� (WD�VTXDUHG�YDOXHV�DUH�IRU�WKH�VDPSOH��1RUXVLV�DQG�6366����������6DPSOH�5�VTXDUHG�YDOXHV�WHQG�WR�RSWLPLVWLFDOO\�HVWLPDWH�KRZ�ZHOO�WKH�PRGHOV�ILW�WKH�SRSXODWLRQ��7KH�PRGHO�XVXDOO\�GRHV�QRW�ILW�WKH�SRSXODWLRQ�DV�ZHOO�DV�LW�ILWV�WKH�VDPSOH�IURP�ZKLFK�LW�LV�GHULYHG��$GMXVWHG 5�VTXDUHG�DWWHPSWV�WR�FRUUHFW�5�VTXDUHG�WR�PRUH�FORVHO\�UHIOHFW�WKH�JRRGQHVV�RI�ILW�RI�WKH�PRGHO�LQ�WKH�SRSXODWLRQ��$V�D�UHVXOW��DGMXVWHG�5�VTXDUHG�YDOXHV�DUH�QRUPDOO\�ORZHU����� 3UHYLRXV�WHVWV�RI�DVVRFLDWLRQ�EHWZHHQ�SUR[LHV�IRU�SROLWLFDO�YLVLELOLW\�DQG�&('��7DEOH������VKRZHG�LQGXVWU\� VHFWRU� WR� EH� VLJQLILFDQW�� 7KXV�� WKH� UHVXOWV� SUHVHQWHG� LQ� 7DEOH� ���� FRXOG� EH� VHHQ� DV�FRQILUPLQJ�VRPHWKLQJ�DOUHDG\�NQRZQ��+RZHYHU��IRU�WKH�UHJUHVVLRQV�UHSRUWHG�LQ�7DEOH�����LQGXVWU\�VHFWRU�ZDV�PHUHO\�FRQWUROOHG�IRU��ZKHUHDV�LQ�7DEOH�����WKH�HPSKDVLV�LQ�RQ�H[SORULQJ�WKH�VSHFLILF�LQIOXHQFH�RI�LQGXVWU\�VHFWRU���� &RPSOHWH� QHVWLQJ� LQ� WKLV� FRQWH[W� UHIHUV� WR� WKH� SURFHVV� RI� HQVXULQJ� WKDW� DOO� FRPSDQLHV�ZLWKLQ� D�VSHFLILF� LQGXVWU\� VHFWRU�� VXFK� DV� FKHPLFDOV�� DUH� LQFOXGHG�ZLWKLQ� WKH� VDPH� FDWHJRU\ RI� LQGXVWU\�HQYLURQPHQWDO� VHQVLWLYLW\�� 7KXV�� LW� ZDV� QRW� SRVVLEOH� IRU� RQH� �H�J��� FKHPLFDO� FRPSDQ\� WR� EH�FODVVLILHG� DV� HQYLURQPHQWDOO\�VHQVLWLYH� DQG�DQRWKHU� FKHPLFDO� FRPSDQ\�DV� OHVV� HQYLURQPHQWDOO\�VHQVLWLYH���� 7KLV�VWDWHPHQW� LV�FRQGLWLRQDO�XSRQ�WKH�FODVVLILFDWLRQ�RI�FRPSDQLHV�DV�EHWZHHQ�HQYLURQPHQWDOO\�VHQVLWLYH�DQG�OHVV�HQYLURQPHQWDOO\�VHQVLWLYH��WKLV�FODVVLILFDWLRQ�EHLQJ�DVVXPHG�WR�EH�D�YDOLG�SUR[\�IRU�HQYLURQPHQWDO�LPSDFW��$�IXUWKHU�VHW�RI�UHJUHVVLRQV��QRW�UHSURGXFHG�KHUH��ZDV�DOVR�UXQ�EDVHG�RQ�WKH� UHVSRQVHV� UHFHLYHG� WR� WKH� FRPSDQ\� TXHVWLRQQDLUH�� 7KHVH� UHVSRQVHV� SURYLGHG� LQGHSHQGHQW��SUHYLRXVO\�XQDYDLODEOH�GDWD�ZKLFK�ZDV�XVHG�WR�FODVVLI\�WKH����%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�DV�EHWZHHQ�HQYLURQPHQWDOO\�VHQVLWLYH�DQG�OHVV�HQYLURQPHQWDOO\�VHQVLWLYH��7KH�UHVXOWV�RI�WKH�VHFRQG�
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VHW�RI�UHJUHVVLRQV�XVLQJ�WKHVH�LQGHSHQGHQW�PHDVXUHV�RI�SHUFHLYHG�HQYLURQPHQWDO�VHQVLWLYLW\�ZHUH�DOPRVW�LGHQWLFDO�WR�WKRVH�UHSRUWHG�LQ�7DEOH������WKXV�LQFUHDVLQJ�WKH�YDOLGLW\�RI�WKH�UHVXOWV���� 7KH�VDPH�VHW�RI�UHJUHVVLRQV�ZDV�DOVR�UXQ�XVLQJ�ERWK�SURILW��3%,7��DQG�QXPEHU�RI�HPSOR\HHV�DV�DOWHUQDWLYH�SUR[LHV�IRU�VL]H��7KH�UHVXOWV�ZHUH�YHU\�VLPLODU�WR�WKRVH�UHSRUWHG�LQ�7DEOH�������� 7RWDO� DVVHWV�ZHUH� XVHG� WR� FRQWURO� IRU� VL]H� JLYHQ� WKDW�� LQ� WKLV� FDVH�� WKH�PDUNHW� YDULDEOHV� GR� QRW�UHSUHVHQW�D�PHDVXUH�RI�VL]H��6LPLODU�UHVXOWV�WR�WKRVH�SUHVHQWHG�LQ�7DEOH�����ZHUH�DFKLHYHG�ZKHQ�XVLQJ�WKH�QXPEHU�RI�HPSOR\HHV�DV�D�SUR[\�IRU�VL]H���� 7DEOH�����SURYLGHV�DQ�LQGLFDWLRQ�RI�ERWK�WKH�LQGLYLGXDO�DQG�FRPELQHG�H[SODQDWRU\�SRZHUV�RI�WKH�IRXU� YDULDEOHV� IRU� SROLWLFDO� YLVLELOLW\� 1RWZLWKVWDQGLQJ� WKH� SUREOHP� DVVRFLDWHG� ZLWK�PXOWLFROLQHDOLW\��L�H��D�VLWXDWLRQ�ZKHUH�WKH�FRUUHODWLRQV�DPRQJ�WKH�LQGHSHQGHQW�YDULDEOHV�DUH�VWURQJ��VHH�7DEOH�������WKH�LQIRUPDWLRQ�SUHVHQWHG�LQ�7DEOH�����KLJKOLJKWV�ERWK�WKH�FRPELQHG�DQG�XQLTXH�FRQWULEXWLRQ�RI�HDFK�RI�WKHVH�IRXU�YDULDEOHV�LQ�UHODWLRQ�WR�WKHLU�DVVRFLDWLRQ�ZLWK�YDULDWLRQV�RI�&('�DFURVV�ILUPV���� 3UHYLRXV� UHJUHVVLRQV� �VHH� 7DEOH� ����� KDYH� GHPRQVWUDWHG� D� VWDWLVWLFDOO\� VLJQLILFDQW�� SRVLWLYH�UHODWLRQVKLS�EHWZHHQ�HDFK�RI�WKH�IRXU�SUR[LHV�IRU�SROLWLFDO�YLVLELOLW\�DQG�&('��7KHVH�IRXU�SUR[LHV�KDYH� DOVR� EHHQ� VKRZQ� WR� KDYH� D� KLJK� LQWHUFRUUHODWLRQ� �7DEOH� ������ 7KH� UHJUHVVLRQ� UHVXOWV� DV�SUHVHQWHG�LQ�7DEOH�����LQGLFDWH�RQO\�WKH�GLUHFW HIIHFWV�RI�HDFK�FR�YDULDWH�ZKHQ�UXQ�DJDLQVW�&('��ZLWK�WKH�LQGLUHFW HIIHFWV�EHLQJ�HIIHFWLYHO\�KLGGHQ�IURP�YLHZ��7KDW�LV��ZKHQ�LQFOXGLQJ�HDFK�RI�WKH�IRXU�SUR[LHV�IRU�SROLWLFDO�YLVLELOLW\�LQ�D�PRUH�FRPSOH[�PRGHO�RI�WKH�UHODWLRQVKLS�EHWZHHQ�SROLWLFDO�YLVLELOLW\� DQG�&('�� DV� VKRZQ� LQ�7DEOH� ����� WKH� UHVXOWV� RI� WKH� UHJUHVVLRQ� UHIOHFW� RQO\� WKH�GLUHFW�UHODWLRQVKLS� EHWZHHQ� HDFK� YDULDEOH� DQG�&('� DQG� QRW� WKH� LQGLUHFW� UHODWLRQVKLS�ZKLFK� H[LVWV� E\�YLUWXH�RI�HDFK�SUR[\¶V�UHODWLRQVKLS�ZLWK�HDFK�RI�WKH�RWKHU�SUR[LHV��7KH�LQWHUUHODWLRQVKLS�EHWZHHQ�WKH�SUR[LHV�IRU�SROLWLFDO�YLVLELOLW\��WHFKQLFDOO\�NQRZQ�DV�PXOWLFROLQHDOLW\��PD\�KDYH�DQ�HIIHFW�RQ�WKH�GLUHFW��VSHFLILF�UHODWLRQVKLS�EHWZHHQ�HDFK�SUR[\�DQG�&('�ZKHQ�DOO�IRXU�SUR[LHV�DUH�LQFOXGHG�DV� FR�YDULDWHV� LQ� WKH� VDPH� UHJUHVVLRQ�� ,W� LV� WKLV� LQGLUHFW� UHODWLRQVKLS� ZKLFK� PD\� H[SODLQ� WKH�QHJDWLYH�UHJUHVVLRQ�FRHIILFLHQWV�LQ�WKH�FDVH�RI�VRPH�SUR[LHV�IRU�VRPH�\HDUV��VHH�7DEOH�������7KH�UHDGHU�VKRXOG�EH�DZDUH�RI�WKH�LQIOXHQFH�RI�ERWK�WKH�GLUHFW�DQG�LQGLUHFW�HIIHFWV�EHWZHHQ�HDFK�RI�WKH�IRXU�SUR[LHV�DQG�&('�ZKHQ�LQWHUSUHWLQJ�WKH�UHVXOWV�SUHVHQWHG�LQ�7DEOH������2YHUDOO��WKH�VWUHQJWK�RI�WKH�PRGHOOHG�DVVRFLDWLRQ�EHWZHHQ�WKHVH�IRXU�SUR[LHV�IRU�SROLWLFDO�YLVLELOLW\�LV�VKRZQ�E\�WKH�KLJK�DGMXVWHG�5�VTXDUHG�YDOXHV���� :KLOVW� WKHUH� LV� D�JHQHUDO�SUHVXPSWLRQ� WKDW� VWDNHKROGHU� LPSRUWDQFH� LV�SRVLWLYHO\�DVVRFLDWHG�ZLWK�HQYLURQPHQWDO�GLVFORVXUH��WKH�067�K\SRWKHVHV�VHHN�WR�H[SORUH�WKH�UHODWLYH�LPSRUWDQFH�RI�GLIIHUHQW�VHWV�RI�VWDNHKROGHU�JURXSV��$V�VXFK��WKH�PRGHO�DV�SUHVHQWHG�KHUH�LV�D�JHQHUDO�RQH��ZLWK�YDULDWLRQV�RI�WKDW�PRGHO�EHLQJ�H[SORUHG�E\�ORRNLQJ�DW�DVVRFLDWLRQV�EHWZHHQ�GLIIHUHQW�JURXSV�RI�VWDNHKROGHUV�DQG�&('���� 7KH� XVH� RI� D� ILYH�SRLQW� �RU� VHYHQ�SRLQW�� /LNHUW� VFDOH� WR� REWDLQ� DQ� LQGLFDWLRQ� RI� SUHIHUHQFHV� LV�FRPPRQ� WR�PDQ\�DUHDV�RI� WKH� VRFLDO� VFLHQFHV� �&RRNH��������� ,Q� DFFRXQWLQJ�� WKHUH�KDYH�EHHQ�D�QXPEHU� RI� VWXGLHV� WKDW� KDYH� DVNHG� XVHUV� RI� ILQDQFLDO� DFFRXQWV� WR� H[SUHVV� DQ� RSLQLRQ� RQ� WKH�XVHIXOQHVV�RI�DFFRXQWLQJ�LQIRUPDWLRQ��VHH��IRU�H[DPSOH��(SVWHLQ�DQG�3DYD��������+LQHV��������/HH�DQG�7ZHHGLH���������/LNHUW�VFDOHV�KDYH�DOVR�EHHQ�XVHG�LQ�&65�UHVHDUFK��VHH��IRU�H[DPSOH��'HHJDQ�DQG� *RUGRQ�� ������ 7LOW� ������ :LOPKXUVW� DQG� )URVW�� ������� 7KH� /LNHUW� VFDOH� ZDV� FRQVLGHUHG�DSSURSULDWH�LQ�WKLV�FDVH�JLYHQ�WKDW�WKH�REMHFWLYH�RI�WKH�UHVHDUFK�LQVWUXPHQW�ZDV�WR�REWDLQ�D�OHYHO�RI�LPSRUWDQFH�DWWDFKHG�WR�GLIIHUHQW�DVSHFWV�RI�PDQDJHULDO�SHUFHSWLRQV�DQG�EHKDYLRXU��+RZHYHU��WKH�/LNHUW� VFDOH� LV� QRW� DQ� LQWHUYDO� VFDOH� DQG� WKXV� QR� FRQFOXVLRQV� FDQ� EH� GUDZQ� DERXW� WKH� LQWHUYDO�EHWZHHQ�HDFK�SRVLWLRQ�DORQJ�WKH�VFDOH��0RVHU�DQG�.DOWRQ����������� 7KH� IDFW� WKDW� WHVWV� RI� VWDNHKROGHU� WKHRU\� DUH� UHVWULFWHG� WR� ��� FRPSDQLHV� FRPSDUHG� WR� WKH� ���FRPSDQLHV� DYDLODEOH� IRU� WHVWLQJ� HFRQRPLF� DJHQF\� WKHRU\� ZHDNHQV� WKH� H[WHUQDO� YDOLGLW\� RI� WKH�IRUPHU�WHVWV�DQG�WKH�FRQFOXVLRQV�GUDZQ�WKHUHIURP��,Q�DGGLWLRQ��WKH����FRPSDQLHV�ZKLFK�FRPSOHWHG�WKH� TXHVWLRQQDLUH� PD\� EH� ELDVHG� LQ� WKH� VHQVH� WKDW� WKH\ DUH� PRUH� UHVSRQVLYH� WR� VWDNHKROGHU�GHPDQGV� WKDW� WKH� UHPDLQLQJ� ��� FRPSDQLHV� ZKLFK� GLG� QRW�� (YLGHQFH� RI� WKLV� LV� WKH� IDFW� WKDW�UHVHDUFKHUV� DUH� D� VWDNHKROGHU� JURXS� �VFLHQFH� DQG� HGXFDWLRQ�� DQG� WKH� DXWKRU¶V� UHTXHVW� IRU�LQIRUPDWLRQ�ZDV� LQ� LWVHOI�SDUW�RI� WKH� LQWHUDFWLRQ� WKDW� WDNHV�SODFH�EHWZHHQ�RUJDQL]DWLRQV�DQG� WKH�VRFLHWLHV�LQ�ZKLFK�WKH\�RSHUDWH��)URP�WKDW�SHUVSHFWLYH��WKHUH�PD\�EH�VRPH�WUXWK�LQ�WKH�VXJJHVWLRQ�WKDW�WKH�FRPSDQLHV�WKDW�FRPSOHWHG�WKH�TXHVWLRQQDLUH�DUH�LQGHHG�PRUH�UHVSRQVLYH�WR�VWDNHKROGHUV¶�GHPDQGV WKDQ�WKRVH�FRPSDQLHV�WKDW�GLG�QRW�
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��� 9HU\� VLPLODU� UHVXOWV� ZHUH� IRXQG� ZKHQ� WKH� VDPSOH� RI� FRPSDQLHV� ZDV� EURDGHQHG� WR� LQFOXGH�FRPSDQLHV�IURP�WKH�IROORZLQJ�RWKHU�(XURSHDQ�FRXQWULHV��WKH�1RUGLF�FRXQWULHV��'HQPDUN��)LQODQG��1RUZD\� DQG� 6ZHGHQ��� 6ZLW]HUODQG� DQG� WKH 8.�� 'HWDLOV� RI� WKH� ZLGHU� VDPSOH� DUH� SURYLGHG� LQ�&KDSWHU����$OWKRXJK�QRW�GLUHFWO\�UHOHYDQW�WR�WKH�SUHVHQW�VWXG\��WKH�UHVXOWV�IURP�WKH�ZLGHU�VDPSOH�SURYLGH� DGGLWLRQDO� HPSLULFDO� HYLGHQFH� WR� VXSSRUW� WKH� UHVXOWV� IRU� WKH� VDPSOH� RI� %HQHOX[� DQG�*HUPDQ�FRPSDQLHV�DV�SUHVHQWHG�LQ�WKLV�WKHVLV���� 7KLV�H[SODQDWLRQ� LV� VSHFXODWLYH�DQG�PRUH� UHVHDUFK� LV�QHHGHG� WR�HVWDEOLVK�ZK\�QRQ�SDUWLFLSDWRU\�RZQHUV�DQG�FUHGLWRUV� UDQN�VR� ORZ�FRPSDUHG� WR�RWKHU�VWDNHKROGHU�JURXSV��7KH�HFRQRPLF�DJHQF\�PRGHO��&KDSWHU����ZRXOG�VXJJHVW��IRU�H[DPSOH��WKDW�WKH�LPSRUWDQFH�RI�OHQGHUV�RI�ILQDQFH�YLV�j�YLV�VKDUHKROGHUV�GHSHQGV��LQWHU�DOLD��RQ�WKH�QXPEHU�RI�WUDQVDFWLRQV�ZKLFK�PDQDJHPHQW�KDV�ZLWK�HDFK�JURXS� XQGHU� WKH� µQH[XV� RI� FRQWUDFWV¶� DUUDQJHPHQWV�� 7KH� VWDNHKROGHU� PRGHO� DV� HPSOR\HG� KHUH�PDNHV�QR�DVVXPSWLRQV�DV�WR�ZKHWKHU�PDQDJHPHQW�GHDOV�ZLWK�VKDUHKROGHUV�DQG�ERQGKROGHUV�PRUH�RU�OHVV�IUHTXHQWO\��:KDW�LW�GRHV�LV�VKRZ�WKDW��LQ�WHUPV�RI�WKH�EXVLQHVV�DV�D�ZKROH��VKDUHKROGHUV�DUH�SHUFHLYHG�DV�PRUH�LPSRUWDQW�WKDQ�ERQGKROGHUV���� :K\�WKLV�PLJKW�EH�VR�LV�GLIILFXOW WR�DVVHVV�LQ�WKH�DEVHQFH�RI�IXUWKHU�UHVHDUFK��+RZHYHU��LW�PD\�EH�FRQWHQGHG�WKDW�FRPSDQLHV�SHUFHLYH�LW�DV�PRUH�LPSRUWDQW�WR�PDQDJH�WKHLU�UHODWLRQVKLS�ZLWK�SXEOLF�DXWKRULWLHV��WKH�PHGLD�DQG�QHLJKERXUV�DQG�ORFDO�FRPPXQLWLHV�EHFDXVH�WKHVH�JURXSV�DUH�DEOH�WR�KXUW�WKH�FRPSDQ\��LQ�WHUPV�RI�LWV�SULPDU\�JRDOV��WR�D�JUHDWHU�H[WHQW�WKDQ�LV�WKH�FDVH�ZLWK�HQYLURQPHQWDO�SUHVVXUH� JURXSV� DQG� RWKHU�1*2V�� 7KLV�� KRZHYHU�� LV� QRW� WR� VD\� WKDW�(1*2V� DUH� QRW� LQIOXHQWLDO�VRPH�RI� WKH� WLPH��5R\DO� 1HGOOR\G�� IRU� H[DPSOH�� D� ODUJH�'XWFK ORJLVWLFV� FRPSDQ\�� VWDWHG� LQ� LWV������DQQXDO�UHSRUW��S������³,Q�YLHZ�RI�LQFUHDVLQJ�SUHVVXUH�IURP�HQYLURQPHQWDOLVWV�FRQFHUQLQJ�WKH�XVH�RI�SDFNDJLQJ��)D[LRQ�>D�JURXS�FRPSDQ\@�H[SHFWV�WKHUH�WR�EH�DQ�DFFHOHUDWHG�VKLIW�IURP�SDFNHG�WR�KDQJLQJ�JDUPHQWV�´��� &RUUHODWLRQV�PHDVXUH�KRZ�YDULDEOHV�RU�UDQN�RUGHUV�DUH�UHODWHG��3HDUVRQ¶V�FRUUHODWLRQ�FRHIILFLHQW�EHLQJ� D� PHDVXUH� RI� OLQHDU� DVVRFLDWLRQ� �+DLU� HW� DO��� ������� *LYHQ� WKDW� 3HDUVRQ¶V� FRUUHODWLRQ�FRHIILFLHQW� LV�DQ�DSSURSULDWH�VWDWLVWLF� IRU�PHDVXULQJ�DVVRFLDWLRQ�RQO\� LI� WKH�UHODWLRQVKLS� LV� OLQHDU��1RUXVLV�DQG�6366���������HYLGHQFH�RI�D�OLQHDU�UHODWLRQVKLS�ZDV�FRQILUPHG�EHIRUHKDQG�E\�UXQQLQJ�D�VLPSOH�VFDWWHU�SORW�JUDSK���� 7KH� *HQHUDO� /LQHDU� 0RGHO� �*/0�� 5HSHDWHG� 0HDVXUHV� SURFHGXUH� ZLWKLQ� 6366� �1RUXVLV� DQG�6366��������LV�XVHG�LQ�VLWXDWLRQV�ZKHUH�WKH�VDPH�W\SH�RI�PHDVXUHPHQW�LV�WDNHQ�RI�HDFK�VXEMHFW�RU�FDVH�� DV� LQ� WKLV� FDVH� KHUH� IRU� WKH� PHDVXUHV� RI� VWDNHKROGHU� LPSRUWDQFH� DQG� HQJDJHPHQW��UHVSHFWLYHO\�� IRU� HDFK� VWDNHKROGHU� JURXS� E\� GLIIHUHQW� FRPSDQLHV�� DQG� WKH� UHVHDUFKHU�ZLVKHV� WRLQYHVWLJDWH�ZKHWKHU�GLIIHUHQFHV�H[LVW�DFURVV�WKHVH�PHDVXUHV��VHH��IRU�H[DPSOH��+DLU�HW�DO����������7KH� WHUP� µUHSHDWHG� PHDVXUHV¶� UHIHUV� WR� WKH� IDFW� WKDW� WKH� UHSHDWHG� DQDO\VLV� RI� YDULDQFHV� LV�SHUIRUPHG� RQ� WKH� PHDVXUHV� DWWULEXWHG� WR� HDFK� VWDNHKROGHU� JURXS�� )RU� WKHVH� SXUSRVHV�� WKH�VWDNHKROGHU�JURXSV�UHSUHVHQW�WKH�µZLWKLQ�VXEMHFWV�IDFWRU¶�DQG�HDFK�VWDNHKROGHU�JURXS�LV�FRQVLGHUHG�D�VHSDUDWH�OHYHO�ZLWKLQ�WKDW�IDFWRU���� $�UHSHDWHG�PHDVXUHV�DQDO\VLV�FDQ�EH�DSSURDFKHG� LQ� WZR�ZD\V��XQLYDULDWH�DQG�PXOWLYDULDWH��7KH�UHVXOWV� UHSRUWHG� LQ�7DEOH������DUH�EDVHG�RQ� WKH�PXOWLYDULDWH�DSSURDFK��7KH�XQLYDULDWH�DSSURDFK��DOVR�NQRZQ�DV� WKH�VSOLW�SORW�RU�PL[HG�PRGHO�DSSURDFK�± VHH�1RUXVLV�DQG�6366��������\LHOGHG�YHU\� VLPLODU� UHVXOWV�� 8VLQJ� 0DXFKO\
V� WHVW� RI� VSKHULFLW\� LQ� FRPELQDWLRQ� ZLWK� WKH� +X\QK�)HOGW�HSVLORQ� WR� FRUUHFW� WKH� *UHHQKRXVH�*HLVVHU� HSVLORQ�� ZKLFK� WHQGV� WR� EH� RYHUO\� FRQVHUYDWLYH�HVSHFLDOO\� IRU� VPDOO� VDPSOH� VL]HV�� WKH� )�VWDWLVWLF� ZDV� ������� DQG� WKH� S�YDOXH� �������� IRU� WKH�VDPSOH�RI�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�DQG��������DQG ���������UHVSHFWLYHO\��IRU�WKH�ZLGHU�(XURSHDQ�VDPSOH���� 7KH�UHSOLHV�WR�WKH�TXHVWLRQQDLUH�ZHUH�UHFHLYHG�LQ������DQG�WKHUHIRUH�WKHUH�LV�D�PLVPDWFK�EHWZHHQ�WKH� ODVW� \HDU� IRU� ZKLFK� &('� GDWD� ZDV� REWDLQHG� ������� DQG� WKH� YDULDEOH� ZKLFK� PHDVXUHV�VWDNHKROGHU�LPSRUWDQFH��$V�LQGLFDWHG�LQ�&KDSWHU���DOWKRXJK�WKH�VWXG\�ZDV�RULJLQDOO\�LQWHQGHG�WR�LQFOXGH�WKH�\HDUV������DQG������UHVRXUFH�FRQVWUDLQWV�DQG�WLPH�RYHUUXQV�PHDQW�WKDW�WKLV�ZDV�QRW�SRVVLEOH��)XUWKHU�DQDO\VLV�WR�OHQG�VXSSRUW�WR�WKH�UHVXOWV�UHSRUWHG�LQ�7DEOH������ZDV SHUIRUPHG�E\�UXQQLQJ�GDWD�WKH�UHODWLQJ�WR�VWDNHKROGHU�LPSRUWDQFH�DJDLQVW�&('�GDWD�IRU�DOO�RWKHU�\HDUV��L�H�������WR��������7KH�GLUHFWLRQ�RI�DVVRFLDWLRQ�ZDV�SRVLWLYH�IRU�DOO�\HDUV��DOWKRXJK�QRQH�ZDV�VWDWLVWLFDOO\�VLJQLILFDQW� DW� WKH� ILYH� SHU� FHQW� OHYHO�� 7KHVH� UHVXOWV� RIIHU� VRPH� FRUURERUDWLRQ� IRU� WKH� UHVXOWV�UHSRUWHG� LQ� UHODWLRQ� WR� ����� &('� GDWD� JLYHQ� WKDW� WKH\� VXJJHVW� WKH� H[LVWHQFH� RI� WKH� VDPH�
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XQGHUO\LQJ�UHODWLRQVKLS�RYHU�WLPH��DOWKRXJK�LQ�WKH�FDVH�RI������YDULDQFHV�DFURVV�ILUPV�DUH�PRUH�SURQRXQFHG����� 7KH�VDPH�WHVW�DV�UHSRUWHG�LQ�7DEOH������ZDV�UXQ�DJDLQ�EXW�WKLV�WLPH�FRQWUROOLQJ�IRU�VL]H��ORJ�RI�DVVHWV��DQG�FRXQWU\��)RU�WKH�PRGHO��WKH�)�VWDWLVWLF�ZDV��������ZLWK�D�VLJQLILFDQW��DW���SHU�FHQW��S�YDOXH� RI� ������ DQG� DQ� DGMXVWHG� 5�VTXDUHG� YDOXH� RI� ������ 2I� WKH� FRYDULDWHV�� RQO\� WKDW� IRU�VKDUHKROGHUV� KDG� D� VLJQLILFDQW� S�YDOXH� ���������ZLWK� DQ�(WD�VTXDUHG� YDOXH� RI� ������� 6LPLODUO\��ZKHQ�FRQWUROOLQJ�IRU�VL]H��ORJ�RI�DVVHWV��DQG�LQGXVWU\�VHFWRU��WKH�PRGHO�)�VWDWLVWLF�ZDV��������ZLWK�D� VLJQLILFDQW� �DW���SHU�FHQW��S�YDOXH RI�������DQG�DQ�DGMXVWHG�5�VTXDUHG�YDOXH�RI��������2I� WKH�FRYDULDWHV��RQO\�WKDW�IRU�VKDUHKROGHUV�KDG�D�VLJQLILFDQW�S�YDOXH����������ZLWK�DQ�(WD�VTXDUHG�YDOXH�RI���������� $� VLPLODU� 81,$129$� WHVW� WR� WKDW� GHVFULEHG� DERYH� ZDV� SHUIRUPHG� XVLQJ� WKH� PHDQ� YDOXH� RI�UHVSRQVHV�WR�TXHVWLRQ���RI�WKH�TXHVWLRQQDLUH�WR�FRPSDQLHV�ZKLFK�DVNHG�UHVSRQGHQWV�WR�LQGLFDWH�WKH�H[WHQW� WR�ZKLFK� WKH� UHODWLYH� LPSRUWDQFH�RI� WKH����VWDNHKROGHU�JURXSV�KDG�FKDQJHG�RYHU� WKH� ODVW�IHZ�\HDUV��4XHVWLRQ���ZDV�VWUXFWXUHG�LQ�WKH�IRUP�RI�D�VHYHQ�SRLQW�/LNHUW�VFDOH��ZKHUH���UHSUHVHQWV�D� VLJQLILFDQW� GHFUHDVH� LQ� VWDNHKROGHU� LPSRUWDQFH�� �� UHSUHVHQWV� QR� FKDQJH�� DQG� �� UHSUHVHQWV� D�VLJQLILFDQW� LQFUHDVH�� 7KH� GHSHQGHQW� YDULDEOH� LQ� WKLV� FDVH� ZDV� WKH� FKDQJH� LQ� &('� IRU� WKH� ���FRPSDQLHV�EHWZHHQ������DQG�������WKLV FKDQJH�LQ�&('�FRPSXWHG�DV�WKH�PDWKHPDWLFDO�GLIIHUHQFH�EHWZHHQ�WKH�DPRXQW�RI�HQYLURQPHQWDO�GLVFORVXUH�LQ������DQG�WKDW�IRU������RI�WKH����FRPSDQLHV��UHVSHFWLYHO\�� 7KLV� YDULDQW� RI� K\SRWKHVLV�+�� DVVHUWV� WKDW� WKHUH� LV� D� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ�FKDQJHV LQ VWDNHKROGHU�LPSRUWDQFH�RYHU�WLPH�DQG�FKDQJHV LQ�&('�RYHU�WLPH��7KH�UHVXOWV�RI�WKLV�WHVW� ZHUH� PL[HG�� $OWKRXJK� WKH� GLUHFWLRQ� RI� DVVRFLDWLRQ� ZDV� DV� SUHGLFWHG� XQGHU� WKH� DOWHUQDWLYH�K\SRWKHVLV��WKH�UHVXOWV�ZHUH�QRW�VLJQLILFDQW���� 7KH�UHVXOWV�SUHVHQWHG�LQ�7DEOH������KDYH�EHHQ�LQIOXHQFHG�E\�WKH�VWDQGDUG�GHYLDWLRQ�YDOXH��L�H��WKH�GLVSHUVLRQ�RI�YDOXHV�DURXQG�WKH�PHDQ��IRU�HDFK�VWDNHKROGHU�JURXS��$V�VKRZQ�LQ�7DEOH�����WKHVH�YDOXHV� YDU\� EHWZHHQ� ������ LQ� WKH� FDVH� RI� VKDUHKROGHUV� DQG� ������ LQ� WKH� FDVH� RI� VFLHQFH� DQG�HGXFDWLRQ���� 7KH�UHOLDELOLW\�DQDO\VLV�SURFHGXUH�LV�XVHG�IRU�HYDOXDWLQJ�PXOWLSOH�LWHP�DGGLWLYH�VFDOHV��SURYLGLQJ�D�ODUJH� QXPEHU� RI� UHOLDELOLW\� FRHIILFLHQWV� �1RUXVLV� DQG� 6366�� ������� 7KH� UHOLDELOLW\� DQDO\VLV�SURFHGXUH�GHWHUPLQHV�WKH�H[WHQW�WR�ZKLFK�LWHPV�DUH�UHODWHG�WR�RQH�RWKHU��LQWHU�LWHP�FRUUHODWLRQ���$Q�$OSKD�UHOLDELOLW\�FRHIILFLHQW�RI������LQGLFDWHV�QR�LQWHU�LWHP�FRUUHODWLRQ��ZKHUHDV�D�UHOLDELOLW\�FRHIILFLHQW� RI� ����� LQGLFDWHV� WKDW� LWHPV�DUH�SHUIHFWO\� FRUUHODWHG�ZLWK� HDFK�RWKHU�� ,Q� WKH� VSHFLILF�VLWXDWLRQ�EHLQJ GHVFULEHG�KHUH��WKH�UHOLDELOLW\�DQDO\VLV�SURFHGXUH�ZDV�XVHG�WR�LGHQWLI\�WKH�JHQHUDO��L�H��QRQ�VSHFLILF��LQIOXHQFH�RI�VWDNHKROGHU�JURXSV���� &DUH�LV�QHHGHG�LQ�LQWHUSUHWLQJ�WKH�UHVXOWV�DV�UHSRUWHG�LQ�7DEOH������GXH�WR�WKH�SUHVHQFH�RI�ZKDW�LV�NQRZQ� DV� D� µFHLOLQJ� HIIHFW¶�� 7KLV� DULVHV� EHFDXVH� RI� WKH� PHWKRG� XVHG� WR� PHDVXUH� SHUFHLYHG�GLIIHUHQFHV�LQ�VWDNHKROGHU�LPSRUWDQFH�IURP�RQH�VWDNHKROGHU�JURXS�WR�DQRWKHU��7KH�FHLOLQJ�HIIHFW�LV�D�FRQFHUQ�ZKHUH�D�UHVSRQGHQW�LQGLFDWHV�WKDW�DOO�VWDNHKROGHU�JURXSV�DUH�YHU\�LPSRUWDQW��D�VFRUH�RI���� JLYHQ� WKDW� WKLV� UHVWULFWV� WKH� OHYHO� RI� GLVWLQFWLRQ� WKDW� FDQ� EH�PDGH� EHWZHHQ� µYHU\� LPSRUWDQW¶�VWDNHKROGHU�JURXSV��7KLV�LV�DQ�DFNQRZOHGJHG�ZHDNQHVV�RI�WKH�UHVHDUFK�DSSURDFK�EXW�RQH�ZKLFK�LV�GLIILFXOW�WR�RYHUFRPH�LQ�WKH�DEVHQFH�RI�D�PRUH�GHWDLOHG�LQYHVWLJDWLRQ�LQWR�DOWHUQDWLYH�PHDVXUHV�RI�VWDNHKROGHU�LPSRUWDQFH���� ,W� LV� DVVXPHG�KHUH� WKDW� ERWK�YDULDEOHV� VHUYH� DV�YDOLG�SUR[LHV� IRU� µVWDNHKROGHU� LPSRUWDQFH¶��7KH�ORZHU� ILJXUH� LQ� WKH�FDVH�RI� WKH�VXUURJDWH� µH[WHQW�RI�GLUHFW�HQJDJHPHQW¶�VXJJHVWV� WKDW� WKLV SUR[\�GRHV�QRW�IXOO\�FDSWXUH�µVWDNHKROGHU�LPSRUWDQFH¶�DOWKRXJK�LW�DUJXDEO\�UHSUHVHQWV�D�XVHIXO�KHXULVWLF�IRU�H[SORULQJ�WKH�PRGHO�RI�VWDNHKROGHU�WKHRU\�DV�HPSOR\HG�KHUH���� &DUH�QHHGV�WR�EH�H[HUFLVHG�ZKHQ�LQWHUSUHWLQJ�WKH�UHVXOWV�DV�UHSRUWHG�LQ�7DEOH������JLYHQ�WKDW��DV�D�UXOH�RI�WKXPE��WKH�UDWLR�RI�REVHUYDWLRQV�WR�WKH�QXPEHU�RI�YDULDEOHV�LQ�D�UHJUHVVLRQ�LV�������,Q�WKH�FDVH�RI�7DEOH�������WKH�QXPEHU�RI�YDULDEOHV�LV�����ZKHUHDV�WKH�QXPEHU�RI�REVHUYDWLRQV�LV�RQO\�����WKH�QXPEHU�RI�FRPSDQLHV���:KDW�DUH�LPSRUWDQW SHUKDSV�DUH�WKH�UHJUHVVLRQ�FRHIILFLHQWV�EHFDXVH�WKHVH�SURYLGH�DQ�LQGLFDWLRQ�RI�WKH�HIIHFWV�RI�HDFK�YDULDEOH�LQ�WKH�UHJUHVVLRQ��7KH�GRZQVLGH�WR�WKH�DSSURDFK� XVHG� KHUH� LV� WKDW� LW�PDVNV� WKH� VKDUHG� FRQWULEXWLRQ� RI� VWDNHKROGHU� JURXSV�FROOHFWLYHO\��&RQYHUVHO\�� WKH� DSSURDFK� GRHV� SURYLGH� DQ� LQGLFDWLRQ� RI� WKH� VSHFLILF� FRQWULEXWLRQ� RI� HDFK�VWDNHKROGHU�JURXS��7R�WKDW�H[WHQW�7DEOH������SURYLGHV�VRPH�XVHIXO�LQIRUPDWLRQ�DOWKRXJK�LW�LV�QRW�SRVVLEOH�WR�SODFH�DQ\�HPSKDVLV�RQ�WKHVH�ILQGLQJV�
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��� )RU�WKHVH�SXUSRVHV��µPDQDJHPHQW¶ ZDV�WUHDWHG�DV�RQH�VWDNHKROGHU�JURXS�ZLWK�QR�GLVWLQFWLRQ�EHLQJ�PDGH� EHWZHHQ� WRS�� PLGGOH� DQG� ORZHU� PDQDJHPHQW�� 5HVSRQGHQWV� ZHUH� QRW� DVNHG� WR� JLYH� WKHLU�UHVSRQVHV� LQ� UHODWLRQ� WR� DQ\� SDUWLFXODU� UHSRUW�� VXFK� DV� WKH� DQQXDO� UHSRUW� DQG� DFFRXQWV�� EXW� IRU�YROXQWDU\�FRPPXQLFDWLRQ�RI�HQYLURQPHQWDO�LQIRUPDWLRQ�LQ�JHQHUDO��+RZHYHU��LW�VHHPV�UHDVRQDEOH�WR�DVVXPH�WKDW�ILUPV¶�UHSRUWLQJ�VWUDWHJLHV�LQ�UHODWLRQ�WR�VSHFLILF�UHSRUWV��VXFK�DV�WKH�DQQXDO�UHSRUW�DQG�WKH�HQYLURQPHQW�UHSRUW��UHIOHFW��DV�OHDVW�LQ�SDUW��WKH�SUHIHUHQFHV�UHYHDOHG�LQ�7DEOH��������� 7KH� ODUJHU� VDPSOH� RI� ���� FRPSDQLHV� LQFOXGHG� WKH�%HQHOX[� DQG�*HUPDQ� FRPSDQLHV� DV�ZHOO� DV�FRPSDQLHV�IURP�WKH�1RUGLF�FRXQWULHV��'HQPDUN��)LQODQG��1RUZD\�DQG�6ZHGHQ���6ZLW]HUODQG�DQG�WKH�8.��EDVHG�RQ�D�WRWDO�RI�XVHDEOH����UHVSRQVHV�WR�WKH�TXHVWLRQQDLUH��VHH�&KDSWHU����7DEOH���������� 7KHVH� UHVXOWV�DUH�DOVR�FRQVLVWHQW�ZLWK�D�JHQHUDO� UHFRJQLWLRQ�ZLWKLQ� WKH�(XURSHDQ�HQYLURQPHQWDO�PRYHPHQW�WKDW�FRUSRUDWH�UHSRUW�PDNHUV�GR�QRW�UHJDUG�HQYLURQPHQWDO�FDPSDLJQHUV�DV�WKHLU�SULPDU\�DXGLHQFH�� FRPLQJ� DIWHU� HPSOR\HHV�� ORFDO� FRPPXQLWLHV� DQG� VKDUHKROGHUV� �9DQ�'LHUHQ� DQG�9DQ�6ZLJFKHP����������� 7R� SHUIRUP� WKLV� WHVW� UHTXLUHV� D� IXOO� FRPSOHPHQW� RI� UHVSRQVHV� IRU� HDFK� FRPSDQ\�� LJQRULQJ� WKH�UHVSRQVHV�RI�DQ\�FRPSDQ\�IRU�ZKLFK�DW�OHDVW�RQH�RI�WKH����ZLWKLQ�VXEMHFW�IDFWRUV��L�H��VWDNHKROGHU�JURXSV��ZDV�PLVVLQJ��1RUXVLV�DQG�6366���������7KLV�UHGXFHG�WKH�QXPEHU�RI�XVHDEOH�UHVSRQVHV�WR�����L�H�����SHU�FHQW�RI�WKH�VDPSOH��DV�WKUHH�RI�WKH�FRPSDQLHV�ZKLFK�SURYLGHG�SRVLWLYH�UHVSRQVHV�GLG�QRW�FRPSOHWH�DOO�SDUWV�RI�WKH�UHVSHFWLYH�TXHVWLRQ�LQ�WKH�TXHVWLRQQDLUH���� 7KHVH� IRXU�JURXSV�ZHUH� LGHQWLILHG�DV�EHLQJ� WKRVH�PRVW� OLNHO\� WR�EH�SDUWLFXODUO\�FRQFHUQHG�ZLWK�HQYLURQPHQWDO�LVVXHV�SHU�VH EDVHG�RQ�SULRU��DQHFGRWDO��HYLGHQFH��'77,��,,6'�DQG�6XVWDLQ$ELOLW\�/WG���������.30*�3HDW�0DUZLFN��������6XVWDLQ$ELOLW\�81(3������D��81(3�,(����������� ,W�PD\�EH�DUJXHG�WKDW�WZR�VWDNHKROGHU�JURXSV�µFRQVXPHUV�DQG�FXVWRPHUV¶�DQG�µHPSOR\HHV¶�FRXOG�EH�LQFOXGHG�DV�µVRFLR�SROLWLFDO¶�VWDNHKROGHUV��+RZHYHU��WKH\�KDYH�EHHQ�H[FOXGHG�KHUH�EHFDXVH�RI�WKHLU� REYLRXV� HFRQRPLF DWWDFKPHQW� WR� WKH� ILUP� RU� LWV� SURGXFWV� DQG�RU� VHUYLFHV�� ZKLFK� PRUH�FRUUHFWO\�FODVVLILHV�WKHP�DV�VRFLR�HFRQRPLF�UDWKHU�WKDQ�VRFLR�SROLWLFDO��$�IXUWKHU�$129$�WHVW�ZDV�SHUIRUPHG� WR� H[DPLQH� WKH� DIIHFW� RI� VRFLR�HFRQRPLF LQIOXHQFHV� RQ� WKH� HQYLURQPHQWDO�GLVFORVXUH�VWDNHKROGHU� LPSRUWDQFH� UHODWLRQVKLS� IRU� D� VWDNHKROGHU� FOXVWHU� FRPSULVHG� RI�VKDUHKROGHUV�� QRQ�SDUWLFLSDWRU\� RZQHUV� DQG� OHQGHUV�� HPSOR\HHV�� WUDGH� FUHGLWRUV� DQG� VXSSOLHUV��LQGXVWU\� DQG� WUDGH� DVVRFLDWLRQV�� DQG� FXVWRPHUV� DQG� FRQVXPHUV�� 7KLV� WHVW� ZDV� SHUIRUPHG� E\�UHJUHVVLQJ�WKH�GLVFORVXUH�YDULDEOH�³7RWDO�&('´�IRU������RQO\�RQ�WKH�PHDQ�VWDNHKROGHU�LPSRUWDQFH�UDWLQJ� IRU� WKLV� FOXVWHU� IRU� WKH� ��� FRPSDQLHV� ZKLFK� SURYLGHG� XVHDEOH� UHVSRQVHV�� $OWKRXJK� WKH�UHJUHVVLRQ�FRHIILFLHQW�ZDV�SRVLWLYH����������WKH�UHVXOWV�ZHUH�QRW�VLJQLILFDQW��S�YDOXH� ��������DQG�WKH�DGMXVWHG�5�VTXDUHG�ZDV�D�PHUH��������� 'XULQJ� WKH� HDUO\� VWDJHV� RI� WKLV� SURMHFW� D� VHSDUDWH� TXHVWLRQQDLUH� ZDV� GHYHORSHG� WR� EH� XVHG� LQ�H[SORULQJ� PRUH� IXOO\� WKH� DWWLWXGHV� DQG� EHOLHIV� RI� &(2V� LQ� UHODWLRQ� WR� HQYLURQPHQWDO� LVVXHV��+RZHYHU��VHQGLQJ�WZR�TXHVWLRQQDLUHV�WR�HDFK�VDPSOH�FRPSDQ\�ZDV�MXGJHG�WR�EH�WRR�GHPDQGLQJ����� :KLOVW� VXFK� HYLGHQFH� VXSSRUWV� WKH� SROLWLFDO� YLVLELOLW\� DUJXPHQW� XQGHU� ERWK� ($7� DQG� 2/7�� LW�UHPDLQV�D�PDWWHU�RI�VXEMHFWLYH�EHOLHI�DV�WR�ZKLFK�RI�WKH�WZR�XQGHUO\LQJ�WKHRUHWLFDO�H[SODQDWLRQV�LV�WKH�PRUH�DFFHSWDEOH��7KHUH�LV�LQ�IDFW�QR�µVFLHQWLILF¶�ZD\�RI�GHFLGLQJ�ZKLFK�RI�WKHVH�WZR�WKHRULHV¶�H[SODQDWLRQ�LV�WKH�PRUH�EHOLHYDEOH��:KHWKHU�RQH�SUHIHUV�WKH�H[SODQDWLRQ�SURYLGHG�E\�($7�RU�E\�2/7�LV��XOWLPDWHO\��D�PDWWHU�RI�SHUVRQDO�EHOLHI�LQIOXHQFHG�E\�VRFLR�SROLWLFDO�LGHRORJ\��+RZHYHU��WKLV�QHHG�QRW�QHFHVVDULO\�EH�DQ�µHLWKHU�RU¶�FKRLFH��,W�LV�SHUIHFWO\�UHDVRQDEOH��IRU�H[DPSOH��WR�DUJXH�WKDW�ERWK�SHUVSHFWLYHV�DUH�µFRUUHFW¶��RU� WKDW�RQH�SHUVSHFWLYH� LV�PRUH�UHOHYDQW�WKDQ WKH�RWKHU�LQ�D�SDUWLFXODU�FRQWH[W�RU�VLWXDWLRQ��7KLV�GHEDWH��WKRXJK�LPSRUWDQW��LV�QRW�H[SORUHG�KHUH���� 7KH�ILJXUHV�LQ�7DEOH������UHODWLQJ�WR�WKH�ZLGHU�VDPSOH�RI�(XURSHDQ�(1*2V�SURYLGH�DQ�LQGLFDWLRQ�RI� KRZ� WKH� VDPSOH� IRU� WKH� %HQHOX[� DQG�*HUPDQ� FRXQWULHV� FRPSDUHV� WR� D�PRUH� UHSUHVHQWDWLYH�VDPSOH�RI�(XURSH�DV� D�ZKROH��7KH� ODUJHU� VDPSOH� LQFOXGHV� WKH�%HQHOX[�DQG�*HUPDQ�(1*2V�DV�ZHOO�DV�(1*2V�IURP�WKH�1RUGLF�FRXQWULHV��'HQPDUN��)LQODQG��1RUZD\�DQG�6ZHGHQ���6ZLW]HUODQG�DQG�WKH�8.��EDVHG�RQ�D�WRWDO�RI�XVHDEOH����UHVSRQVHV�WR�WKH�TXHVWLRQQDLUH��'HWDLOV�RI�WKH�(1*2V�DUH� QRW� LQFOXGHG� LQ� WKH� WKHVLV� IRU� UHDVRQV� RI� VSDFH�EXW� D� FRPSOHWH� OLVWLQJ� LV� DYDLODEOH� IURP� WKH�DXWKRU�RQ�UHTXHVW���� 7R�SHUIRUP�WKLV�WHVW�UHTXLUHV�D�IXOO�FRPSOHPHQW�RI�UHVSRQVHV�IURP�HDFK�(1*2��LJQRULQJ�DOO�WKH�UHVSRQVHV�RI�DQ\�(1*2�IRU�ZKLFK�DW� OHDVW�RQH�RI� WKH�HLJKW�ZLWKLQ�VXEMHFW� IDFWRUV��L�H�� LQGXVWU\�VHFWRUV��ZDV�PLVVLQJ��1RUXVLV�DQG�6366���������7KLV�UHGXFHG�WKH�QXPEHU�RI�XVHDEOH�UHVSRQVHV�WR�



$VVRFLDWLRQV�EHWZHHQ�GLYHUVH�YDULDEOHV�DQG�&('

���

���LQ�WKH�FDVH�RI�WKH�%HQHOX[�DQG�*HUPDQ�(1*2V�DQG����LQ�WKH�FDVH�RI�WKH�(XURSHDQ�VDPSOH�RI�(1*2V�DV�D�ZKROH���� 7KH�WHVWV�SHUIRUPHG�KHUH�LQGLFDWH�RQO\�WKDW�WKHUH�DUH�VLJQLILFDQW�GLIIHUHQFHV�RYHUDOO��L�H��EHWZHHQ�WKH�KLJK�DQG�ORZ�PHDQ�YDOXHV���,W�LV�HYLGHQW�IURP�7DEOH������WKDW�WKHUH�DUH�GLIIHUHQFHV�EHWZHHQ�WKH�PHDQ�YDOXHV�EXW� WKDW� WKHVH�GLIIHUHQFHV�DUH�QRW�HTXDO��)RU�H[DPSOH�� WKH�PHDQ�YDOXHV�IRU� WKH� WRS�WKUHH� OLVWHG� VHFWRUV� �FKHPLFDOV�� H[WUDFWLYH� DQG� HQHUJ\� XWLOLWLHV�� FOHDUO\� GLIIHU� IURP� WKDW� RI� WKH�ERWWRP�WZR�OLVWHG�VHFWRUV��UHWDLO�	�OHLVXUH�DQG�EDQNV�	�LQVXUDQFH��EXW�WKH�PHDQ�YDOXHV�IRU�WKH�ILUVW�WKUHH�VHFWRUV�DUH�QRW�YHU\�GLIIHUHQW� IURP�HDFK�RWKHU��2QFH�GLIIHUHQFHV�KDYH�EHHQ�GHWHUPLQHG� WR�H[LVW� DPRQJ� PHDQV�� SRVW�KRF� UDQJH� WHVWV� DQG� SDLUZLVH� PXOWLSOH� FRPSDULVRQV� WHVWV� FDQ� EH�SHUIRUPHG�WR�GHWHUPLQH�ZKLFK�PHDQV�DUH�VLJQLILFDQWO\�GLIIHUHQW��UDQJH�WHVWV�LGHQWLI\�KRPRJHQHRXV�VXEVHWV�RI�PHDQV� WKDW�DUH�QRW�GLIIHUHQW� IURP�HDFK�RWKHU��SDLUZLVH�PXOWLSOH�FRPSDULVRQV� WHVW� WKH�GLIIHUHQFH� EHWZHHQ� HDFK� SDLU� RI�PHDQV�� DQG� \LHOG� D�PDWUL[�ZKHUH� VLJQLILFDQWO\� GLIIHUHQW� JURXS�PHDQV�DUH�KLJKOLJKWHG���+RZHYHU��VXFK�WHVWV�ZHUH�QRW�FRQVLGHUHG�QHFHVVDU\�LQ�WKH�FRQWH[W�RI�WKH�SUHVHQW� VWXG\� JLYHQ� WKDW� WKH� PDLQ� FRQFHUQ� KHUH� LV� PHUHO\� WR� HVWDEOLVK� WKDW� GLIIHUHQFHV� H[LVW�EHWZHHQ�WKH�PHDQV���� 7KH�LQFOXVLRQ�RI�ERWK�GLUHFW�DQG�LQGLUHFW�LPSDFWV�LQ�WKH�GHILQLWLRQ�RI�HQYLURQPHQWDO�LPSDFWV�ZDV�LQWHQWLRQDO�WKRXJK�LW�ZDV�D�GHEDWLQJ�LVVXH�LQ�WKH�FRQVWUXFWLRQ�RI�WKH�TXHVWLRQ��:KHWKHU�D�GLIIHUHQW�VHW� RI� UHVSRQVHV�ZRXOG� KDYH� EHHQ� VROLFLWHG� KDG� WKH� GHILQLWLRQ� EHHQ� UHVWULFWHG� WR�GLUHFW� LPSDFWV�DORQH�LV�QRW�NQRZQ�EXW�VHHPV�SUREDEOH���� 'XH�WR�VPDOO�VDPSOHV�VL]HV��VHH�&KDSWHU����7DEOH������LW�ZDV�QRW�SRVVLEOH�WR�SHUIRUP�WKLV�WHVW�IRU�WKH�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�VHSDUDWHO\��,W�LV�SRVVLEOH�WKDW�WHVWV�DW�WKH�FRXQWU\�OHYHO�ZRXOG�SURGXFH� GLIIHUHQW� UHVXOWV� WR� WKRVH� VKRZQ� LQ� 7DEOH������DOWKRXJK� IXUWKHU� UHVHDUFK� LV� UHTXLUHG� WR�H[SORUH�WKLV�LQ�PRUH�GHWDLO���� $OWKRXJK�WKH�UHVSRQVHV�RI�(1*2V�ZHUH�UHFHLYHG�LQ�������WKH�DSSURDFK�DGRSWHG�KHUH�LV�WR�DUJXH�WKDW�VXFK�UHVSRQVHV�UHSUHVHQW�YDOXDEOH�GDWD�RQ�WKH�SHUFHSWLRQV�RI�(1*2V�WKDW�KDV�EXLOW�XS�RYHU�D�SHULRG� RI� WLPH��0DQ\� RI� WKHVH� JURXSV� KDYH� EHHQ� DURXQG� IRU�PDQ\� \HDUV� DQG� DV� VXFK� LW� VHHPV�UHDVRQDEOH�WR�WHVW�IRU�DQ�DVVRFLDWLRQ�EHWZHHQ�WKHVH�SHUFHSWLRQV�RQ�HQYLURQPHQWDO�VHQVLWLYLW\�DQG�WKH�OHYHOV�RI�GLVFORVXUH�RYHU�WKH�VHYHQ�\HDUV�IURP������DQG������DV�ZHOO�DV�IRU�WKH�SHULRG�DV�D�ZKROH���� 7KH� QXOO� K\SRWKHVLV� LQ� WKLV� FDVH� GRHV� QRW� IRFXV�RQ� WKH�SRVLWLRQ�RI� WKH� WZR� UHJUHVVLRQ� OLQHV� IRU�HQYLURQPHQWDOO\�VHQVLWLYH��(6��DQG�OHVV�HQYLURQPHQWDOO\�VHQVLWLYH��/(6��FRPSDQLHV��UHVSHFWLYHO\��ZKHQ� UXQ� DJDLQVW� WKH� SUR[LHV� IRU� SROLWLFDO� YLVLELOLW\�� $V� KDV� EHHQ� VKRZQ� LQ� SUHYLRXV� WHVWV��JHQHUDOO\� VSHDNLQJ� (6� FRPSDQLHV� GLVFORVH� KLJKHU� DPRXQWV� RI� HQYLURQPHQWDO� LQIRUPDWLRQ� WKDQ�/(6�FRPSDQLHV��LQGLFDWLQJ�WKDW�WKH�VORSH�RI�WKH�UHJUHVVLRQ�OLQH�IRU�(6�FRPSDQLHV�OLHV�DERYH�WKDW�RI�/(6�FRPSDQLHV��5DWKHU�� WKH�QXOO�K\SRWKHVLV�EHLQJ�H[SORUHG�KHUH�SRVLWV�WKDW�WKH�VORSHV�RI�WKH�WZR�OLQHV�DUH�WKH�VDPH�ZKHQ�XVLQJ�SROLWLFDO�YLVLELOLW\�DV�WKH�FRYDULDWH��LPSO\LQJ�WKDW�DQ\�GLIIHUHQFH�LQ�WKH�VORSHV�RI�WKH�WZR�UHJUHVVLRQ�OLQHV�LV�QRW�H[SODLQHG�E\�YDULDWLRQV�LQ�SROLWLFDO�YLVLELOLW\���� ,W�LV�SRVVLEOH��IRU�H[DPSOH��WKDW�LQFUHDVHV�LQ�HQYLURQPHQWDO�GLVFORVXUH�E\�EXVLQHVV�RYHU�WLPH�DQG�LQFUHDVHV�LQ�WKH�PHPEHUVKLS�RI�HQYLURQPHQWDO�RUJDQL]DWLRQV�DUH�ERWK�WKH�UHVXOW�RI�FKDQJHV�LQ�WKH�YDOXHV�DQG�QRUPV�RI�VRFLHW\��+HQFH��ZKLOVW� WKH\�PD\�EH�SRVLWLYHO\�FRUUHODWHG�ZLWK�RQH�DQRWKHU��WKLV�PD\� QRW� EH� D� FDXVH� DQG� HIIHFW� UHODWLRQVKLS� EXW� VLPSO\� WKH� HIIHFW� RI� D� FRPPRQ�XQGHUO\LQJ�SKHQRPHQRQ��7KLV�DOWHUQDWLYH�QRWLRQ�GRHV�QRW�DSSHDU�WR�KDYH�UHFHLYHG�VXIILFLHQW�GLVFXVVLRQ�LQ�WKH�&65�OLWHUDWXUH�WR�GDWH���� µ*UHHQ�DOOLDQFHV¶��GHILQHG�DV�FROODERUDWLYH�SDUWQHUVKLSV�EHWZHHQ�(1*2V�DQG�EXVLQHVV�WKDW�SXUVXH�PXWXDOO\�EHQHILFLDO�HFRORJLFDO�JRDOV��6WDIIRUG�HW�DO����������VWDQG�LQ�PDUNHG�FRQWUDVW�WR�WKH�PRUH�WUDGLWLRQDO�� DQWDJRQLVWLF� SRVWXUHV� DGRSWHG� E\� (1*2V� �VHH�� IRU� H[DPSOH�� (GHQ�� ������ 7KH�(FRQRPLVW�� ����D��� 6LQFH� WKH� ODWH�����V� DQG� HDUO\� ����V�� JUHHQ� DOOLDQFHV� EHWZHHQ�1*2V� DQG�EXVLQHVV� KDYH� EHFRPH�PXFK�PRUH� SRSXODU�� SDUWO\�EHFDXVH�ERWK�SDUWLHV�KDYH�EHFRPH� IUXVWUDWHG�ZLWK� JRYHUQPHQW� SROLF\�PDNLQJ� �$UWV�� ������ DQG� SDUWO\� EHFDXVH� WKHUH� KDV� EHHQ� D� GLVFHUQDEOH�FRQVROLGDWLQJ�DQG�SURIHVVLRQDOLVLQJ�WUHQG�DPRQJ�WKH�ODUJHVW�1*2V��6PLOOLH���������*UHHQSHDFH��IRU� H[DPSOH�� UHFHQWO\� VWDUWHG� WR� FR�RSHUDWH� ZLWK� EXVLQHVV� SDUWQHUV� WR� GHVLJQ� DQG� SURGXFH� HFR�SURGXFWV��VRPH�RI�LWV�PRUH�ZHOO�NQRZQ�H[DPSOHV�LQFOXGLQJ�WKH�VPLOH�FDU��D�FDU�GHVLJQHG�E\�WKH�6ZLVV�ILUP�:HQNR�$*�ZKLFK�KDV�KDOI�WKH�IXHO�FRQVXPSWLRQ�RI�D�QRUPDO�FDU��DQG�WKH�*UHHQIUHH]H��D�&)&�VDIH�UHIULJHUDWRU�SURGXFHG�E\�WKH�*HUPDQ�FRPSDQ\�)RURQ��$UWV���������7KXV�LW�VKRXOG�QRW�
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FRPH� DV� D� VXUSULVH� WR� ILQG� VRPH� RI� WKH� (1*2V� LQFOXGHG� LQ� WKH� SUHVHQW� VWXG\� ZRUNLQJ� ZLWK�EXVLQHVV�WKURXJK�WKHVH�VRUW�RI�DOOLDQFHV���� 7KLV�TXHVWLRQ�ZDV�IRFXVHG�DW� LQGXVWU\�UDWKHU� WKDQ�FRPSDQ\�OHYHO�JLYHQ�WKDW�SULRU�LQYHVWLJDWLRQV�LQGLFDWHG� WKDW� FDPSDLJQV� E\� (1*2V� ZHUH� GLUHFWHG� PDLQO\� DW� LQGXVWULHV� UDWKHU� WKDQ� VSHFLILF�FRPSDQLHV���� 7KLV�WHVW�UHTXLUHV�D�IXOO�FRPSOHPHQW�RI�UHVSRQVHV�IURP�HDFK�(1*2��LJQRULQJ�DOO�WKH�UHVSRQVHV�RI�DQ\�(1*2�IRU�ZKLFK�DW� OHDVW�RQH�RI� WKH�HLJKW�ZLWKLQ�VXEMHFW� IDFWRUV� �L�H�� LQGXVWU\�VHFWRUV��ZDV�PLVVLQJ�� 7KLV� UHGXFHG� WKH� QXPEHU� RI� XVHDEOH� UHVSRQVHV� WR� ��� LQ� WKH� FDVH� RI� WKH�%HQHOX[� DQG�*HUPDQ�(1*2V�DQG����LQ�WKH�FDVH�RI�WKH�(XURSHDQ�VDPSOH�RI�(1*2V�DV�D�ZKROH���� 7KH�PHDQ� YDOXHV� IRU� WKH� VHSDUDWH� UHVSRQVHV� RI� %HQHOX[� DQG�*HUPDQ� (1*2V�� UHVSHFWLYHO\�� LQ�UHODWLRQ�WR�HQYLURQPHQWDO�FDPSDLJQV�DJDLQVW�HDFK�LQGXVWU\�VHFWRU�ZHUH�FRPSXWHG�LQ�WKH�VDPH�ZD\�DV�WKRVH�VKRZQ�LQ�7DEOH�������WKH�ODWWHU�EHLQJ�EDVHG�RQ�DJJUHJDWH�UHVSRQVHV��EXW�ZHUH�GLIIHUHQW�LQ�HDFK� FDVH�� 7KH� *HQHUDO� /LQHDU� 0RGHO� �*/0�� 5HSHDWHG� 0HDVXUHV� 0$129$� WHVW� ZKHQ� UXQ�DJDLQVW� %HQHOX[� DQG� *HUPDQ� (1*2V¶� UHVSRQVHV�� UHVSHFWLYHO\�� IRU� WKH� H[WHQW� RI� FDPSDLJQV�GLUHFWHG�DW�WKH�HLJKW�LQGXVWU\�VHFWRUV�VKRZHG�WKH�PHDQ�VFRUHV�IRU�HDFK�VHFWRU�WR�EH�VLJQLILFDQWO\��DW��SHU�FHQW��GLIIHUHQW�IURP�HDFK�RWKHU���� 7KH� WHVW� ZDV� SHUIRUPHG� DJDLQVW� HDFK� \HDU¶V� GDWD� IRU� HQYLURQPHQWDO� GLVFORVXUH� DV� HYLGHQFH�SURYLGHG� EHORZ� �7DEOH� ������ LQGLFDWHV� WKDW� WKH� H[WHQW� RI� (1*2V¶� HQYLURQPHQWDO� FDPSDLJQLQJ�DFWLYLWLHV� KDG� QRW� FKDQJHG� VLJQLILFDQWO\� RYHU� WKH� ODVW� IHZ� \HDUV�� +RZHYHU�� WKHUH� LV� FOHDUO\� D�OLPLWDWLRQ�WR�WKLV�WHVW�JLYHQ�WKDW�WKH�UHVSRQVHV�IURP�(1*2V�ZHUH�UHFHLYHG�LQ��������� 7KLV�DVVHUWLRQ�VKRXOG��KRZHYHU��EH�WHPSHUHG�E\�WKH�IDFW�WKDW�WKH�QXPEHU�RI�HQYLURQPHQWDO�JURXSV�LQ� WKH�SUHVHQW�VWXG\ ZDV� OLPLWHG����� LQ� WKH�FDVH�RI�%HQHOX[�DQG�*HUPDQ�FRXQWULHV��DQG�GLG�QRW�LQFOXGH�LQ�DOO�FDVHV�VRPH�RI�WKH�PRUH�SURPLQHQW�HQYLURQPHQWDO�FDPSDLJQ�JURXSV�VXFK�DV�)ULHQGV�RI�WKH�(DUWK��*UHHQSHDFH�DQG�::)��0RUH�VXEVWDQWLDO�UHVHDUFK�LV�QHHGHG�WR�H[SORUH�WKH�LQIOXHQFH�RI�(XURSHDQ�HQYLURQPHQWDO�JURXSV�LQ�WKLV�SDUWLFXODU�FRQWH[W��IRU�H[DPSOH��LQ�WHUPV�RI�WKH�DFWLYLWLHV�RI�WKHVH�JURXSV�DV�D�ZKROH�DQG�LQ�WUDFNLQJ�WKH�DFWLRQV�RI�SDUWLFXODU�JURXSV�LQ�UHODWLRQ�WR�VSHFLILF�FRPSDQLHV��2QH�RI� WKH� NH\� SUREOHPV� HQFRXQWHUHG� LQ� WKH� SUHVHQW� VWXG\�ZDV� WKH� WLPH�DQG�HIIRUW�UHTXLUHG� WR� SHUVXDGH� (1*2V� WR� DVVLVW� LQ� WKH� UHVHDUFK� SURMHFW�� 0DQ\�� SDUWLFXODUO\� WKH� ODUJHU��LQWHUQDWLRQDO�JURXSV�DQG�WKHLU�XPEUHOOD�RUJDQL]DWLRQV�VXFK�DV�WKH�(XURSHDQ�(QYLURQPHQW�%XUHDX��((%���ZHUH�XQZLOOLQJ�WR�SDUWLFLSDWH�GXH�WR�OLPLWHG�KXPDQ�DQG�ILQDQFLDO�UHVRXUFHV���� ,W�LV�DOVR�SRVVLEOH�WKDW�WKH�FDPSDLJQ�DFWLYLWLHV�RI�(1*2V�DUH�LQIOXHQWLDO�LQ�ZD\V�RWKHU�WKDQ�WKRVH�H[SORUHG� KHUH�� 7KH� SUHVHQW� VWXG\� ORRNV� DW� HQYLURQPHQWDO� GLVFORVXUH� QRW� SHUIRUPDQFH�� DQG� LW� LV�SRVVLEOH� �DOWKRXJK�XQOLNHO\�� WKDW�(1*2¶V� FDPSDLJQ� DFWLYLWLHV� KDYH� FKDQJHG� WKH� HQYLURQPHQWDO�SHUIRUPDQFH�RI�FRPSDQLHV�ZLWKRXW�WKLV�QHFHVVDULO\�OHDGLQJ�WR�LQFUHDVHG�GLVFORVXUH��$V�GLVFXVVHG�LQ� &KDSWHU� ��� XQGHU� 2/7� DFWXDO� FKDQJHV� LQ� FRUSRUDWH� EHKDYLRXU� ZHUH� LGHQWLILHG� DV� WKH� ILUVW�OHJLWLPDWLRQ� VWUDWHJ\�� ZKHUH� D� FKDQJH� LQ� WKH� RUJDQL]DWLRQ¶V� PLVVLRQ� LV� VHHQ� DV� QHFHVVDU\� LQ�UHVSRQVH� WR� VKLIWV� LQ� WKH� VRFLHW\¶V� YDOXHV�� QRUPV�� FXVWRPV� DQG� DWWLWXGHV�� WKH� REMHFWLYH� EHLQJ� WR�HGXFDWH�DQG�LQIRUP�WKH�UHOHYDQW�SXEOLFV�DERXW�WKH FKDQJHG�SHUIRUPDQFH��/LQGEORP���������:KLOVW�LW� LV� WKHRUHWLFDOO\� FRUUHFW� WR� VXJJHVW� WKDW� FKDQJHV� LQ� SHUIRUPDQFH� GR� QRW� QHFHVVDULO\� OHDG� WR�FKDQJHV� LQ� UHSRUWLQJ�� 2/7� VXJJHVWV� WKDW� LI� WKH� IRUPHU� LV� GXH� WR� WKH� SHUFHSWLRQ� RQ� WKH� SDUW� RI�PDQDJHPHQW� RI� D� OHJLWLPDF\� JDS�� WKHUH�ZLOO� EH� DQ� HPSKDVLV� RQ� FRPPXQLFDWLQJ� WKLV� FKDQJH� WR�VRFLHW\��ZKLFK��DUJXDEO\��ZRXOG�OHDG�WR�LQFUHDVHG�OHYHOV�RI�UHSRUWLQJ���� 6LPLODU�UHVXOWV�WR�WKRVH�SUHVHQWHG�LQ�7DEOH������ZHUH�DFKLHYHG�ZKHQ�DOVR�FRQWUROOLQJ�IRU�LQGXVWU\�VHFWRU��DOWKRXJK�VLJQLILFDQW�S�YDOXHV��DW�WKH���SHU�FHQW�OHYHO��ZHUH�IRXQG�IRU�WKH�\HDUV������DQG������RQO\��2QH�SRVVLEOH�H[SODQDWLRQ�IRU�WKHVH�UHVXOWV�ZKHQ�FRPSDUHG�WR�WKRVH�SUHVHQWHG�LQ�7DEOH������LV�WKDW�ERWK�&('�DQG�HQYLURQPHQWDO�UHSXWDWLRQ�DUH�FRUUHODWHG�ZLWK�LQGXVWU\�VHFWRU��,Q�RWKHU�ZRUGV��WKHUH�LV�DQ�LQGXVWU\�VHFWRU�DIIHFW�RQ�ERWK�&('�DQG�HQYLURQPHQWDO�UHSXWDWLRQ��3UHYLRXV�WHVWV�KDYH�VKRZQ�WKDW�&('�LV�VHQVLWLYH�WR�LQGXVWU\�VHFWRU��7DEOH�������,W�LV�SRVVLEOH�WKDW�HFR�UDWLQJV�RI�FRPSDQLHV�E\�(1*26�ZHUH�EDVHG�RQ�WKHLU�SHUFHSWLRQV�RI�WKH�FRPSDQ\�DV�ZHOO�DV�WKH�LQGXVWU\�LQ�ZKLFK� LW� RSHUDWHV�� %\� FRQWUROOLQJ� IRU� LQGXVWU\� VHFWRU�� WKH� LQGXVWU\� VHFWRU� OHYHO� LQIOXHQFH� LV�HIIHFWLYHO\�UHPRYHG��OHDYLQJ�RQO\�WKH�FRPSDQ\�OHYHO�LQIOXHQFH��7KH�K\SRWKHVLV�WHVWHG�KHUH�PDNHV�QR�GLVWLQFWLRQ EHWZHHQ�VHFWRU�OHYHO�DQG�FRPSDQ\�OHYHO�LQIOXHQFHV�RQ�HFR�UDWLQJV���� -XGJHPHQW�DV�WR�ZKDW�UHSUHVHQWV�D�VLJQLILFDQW�FRUUHODWLRQ�FRHIILFLHQW�YDULHV��+RZHYHU��D�JHQHUDO�UXOH� RI� WKXPE� ZRXOG� VXJJHVW� WKDW� WKH� FRUUHODWLRQ� EHWZHHQ� WZR� YDULDEOHV� WKDW� UHPDLQV� DIWHU�UHPRYLQJ�WKH�FRUUHODWLRQ�WKDW�LV�GXH�WR�WKHLU�PXWXDO�DVVRFLDWLRQ�ZLWK�WKH�RWKHU�YDULDEOHV�PD\�EH�
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FRQVLGHUHG�ODUJH�LI�LW�LV�JUHDWHU�WKDQ�������PHGLXP�LI�EHWZHHQ������DQG������DQG�VPDOO�LI�EHWZHHQ�����DQG�������� )XUWKHU�HYLGHQFH�RI�WKH�µLQGXVWU\�HIIHFW¶�RQ�HQYLURQPHQWDO�UHSXWDWLRQ�ZDV�IRXQG�ZKHQ�UXQQLQJ�WKH�VDPH�SDUWLDO�FRUUHODWLRQ�DV�UHSRUWHG�LQ�7DEOH������EXW�WKLV�WLPH�FRQWUROOLQJ�IRU�LQGXVWU\�DV�ZHOO��7KH� UHVXOWV�ZHUH� QRW� VLJQLILFDQW� LQ� DQ\� \HDU��ZKLFK� LV� FRQVLVWHQW�ZLWK�ZKDW�PLJKW� EH� H[SHFWHG�JLYHQ� WKDW� FRQWUROOLQJ� IRU� LQGXVWU\� ZRXOG� HIIHFWLYHO\� QHXWUDOLVH� WKH� YDULDWLRQ� LQ� HQYLURQPHQWDO�UHSXWDWLRQ���� $� IXUWKHU� VHULHV� RI� SDUWLDO� UHJUHVVLRQV�ZDV� DOVR� SHUIRUPHG� FRQWUROOLQJ� IRU� LQGXVWU\� VHFWRU�� 7KH�UHVXOWV�ZHUH�VLPLODU�WR�WKRVH�UHSRUWHG�LQ�7DEOH��������� $�VLPSOH�GLFKRWRP\�LV�HPSOR\HG�ZKLFK�FODVVLILHV�GLVFORVXUH�DV�EHWZHHQ�µJRRG¶�DQG�µEDG¶�QHZV��ZKHUH�JRRG�LV�WDNHQ�WR�LQFOXGH�QHXWUDO�GLVFORVXUHV��7KLV�DSSURDFK�UHIOHFWV�WKH�ZD\�LQ�ZKLFK�WKH�GDWD� ZDV� FROODWHG�� 7KH� LQFOXVLRQ� RI� µQHXWUDO¶� GLVFORVXUHV� ZLWKLQ� WKH� µJRRG¶� QHZV� FDWHJRU\� LV�MXVWLILHG�RQ�WKH�JURXQGV�WKDW��XQGHU�2/7��LQ�DWWHPSWLQJ�WR�PDQDJH�SXEOLF�LPSUHVVLRQV�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�LVVXHV��2/7�VXJJHVWV�WKDW�PDQDJHPHQW�RI�D�FRPSDQ\�ZLOO�GHOLEHUDWHO\�ELDV�WKH�UHSRUWLQJ� RI� LQIRUPDWLRQ� DZD\� IURP� µEDG¶� QHZV�E\� IRFXVLQJ� RQ�QHZV�ZKLFK� KDV� D� SRVLWLYH� �RU�QHXWUDO� LPSDFW�� RQ� WKH� RUJDQL]DWLRQ�� ,Q� WKLV� FRQWH[W�� LW� LV� WKH� DYRLGDQFH� RI� EDG� QHZV�ZKLFK� LV�SDUWLFXODUO\� VLJQLILFDQW� LQ� WHUPV� RI� VRFLDOO\� FRQVWUXFWLQJ� VRFLHW\¶V� SHUFHSWLRQ� RI� WKH� EXVLQHVV�RUJDQL]DWLRQ�JLYHQ�WKDW�PXFK�RI�WKH�HQYLURQPHQWDO�GHEDWH�VLQFH�WKH�ODWH�����V�KDV�EHHQ�DERXW�WKH�QHJDWLYH�HQYLURQPHQWDO�LPSDFWV�RI�PRGHUQ�LQGXVWULDO�FDSLWDOLVP�
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&KDSWHU���,QWHUSUHWLQJ�ORQJLWXGLQDO�WUHQGV�LQ�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH
���� ,QWURGXFWLRQ7KH� SUHYLRXV� FKDSWHU� IRFXVHG� RQ� VLQJOH�SHULRG�� SXWDWLYH� DVVRFLDWLRQV� EHWZHHQ� FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH��&('��DQG�RWKHU�YDULDEOHV�XVLQJ�WKH�K\SRWKHWLFR�GHGXFWLYH�PHWKRG�RI� UHVHDUFK�� ,Q� FRQWUDVW�� WKLV� FKDSWHU� HPSOR\V� LQWHUSUHWLYH� UHVHDUFK� LQ� RIIHULQJ� D� GHVFULSWLYH�LQWHUSUHWDWLRQ� RI� WKH� XQGHUO\LQJ� FDXVHV� RI� WUHQGV� LQ� &('� RYHU� WLPH�� ,QWHUSUHWLYH� UHVHDUFK�SURYLGHV�DQ�DOWHUQDWLYH�DSSURDFK�WR�H[SORULQJ�VRFLDO�SKHQRPHQD�WKDW�PD\�RIIHU�GLIIHUHQW��EXW�QRW� QHFHVVDULO\� FRQIOLFWLQJ�� DFFRXQWV� RU� µVWRULHV¶� RI� WKRVH� SKHQRPHQD�� 7KH� LQWHUSUHWLYH�SDUDGLJP��VHH�&KDSWHU����6HFWLRQ������KDV�YDOXH�EHFDXVH��HYHQ� WKRXJK��ZH� WKLQN��ZH�NQRZ�KRZ�DFFRXQWLQJ�DQG�UHSRUWLQJ�LV�XVHG�LQ�D�QDUURZ��IXQFWLRQDOLVW�VHQVH��ZH�VWLOO�KDYH�UHODWLYHO\�OLWWOH� XQGHUVWDQGLQJ� RI� WKH� YDULHWLHV� RI� UROHV�� FRQVWUXFWLRQV� DQG�PHDQLQJV�ZKLFK� DFFRXQWLQJ�DQG�UHSRUWLQJ�DFWXDOO\�SOD\�LQ�D�ZLGHU�VRFLR�SROLWLFDO�FRQWH[W��%XUFKHOO�HW�DO���������&RRSHU�HW�DO��� ������ 'H\� HW� DO��� ������ +D\HV�� ������ 7RPNLQV� DQG� *URYHV�� ������� (VVHQWLDOO\�� DQ�LQWHUSUHWLYH�DSSURDFK� LQYROYHV� LQWHUSOD\�EHWZHHQ� WKH�GDWD�DQG� WKH� WKHRU\�� ORRNLQJ�IRU� WUHQGV�DQG�WKHQ�WU\LQJ�WR�LQWHUSUHW�WKRVH�WUHQGV�EDVHG�RQ�D�SHUFHSWLRQ�RI�WKH�FKDQJHV�WKDW�DUH�WDNLQJ�SODFH�ZLWKLQ�VRFLHW\�RYHU� WLPH��VHH��IRU�H[DPSOH��*UD\�HW�DO�������E���7KH�UHVHDUFKHU�EHJLQV�ZLWK�DQ�D�SULRUL XQGHUVWDQGLQJ�DERXW�UHODWLRQVKLSV�EHWZHHQ�RUJDQL]DWLRQV�DQG�VRFLHW\�WKURXJK�DQ�H[SOLFLW�UHFRJQLWLRQ�RI�WKH�H[LVWHQFH�RI�FHUWDLQ�VWUXFWXUHV�DQG UHODWLRQVKLSV�WKDW�H[LVW�ZLWKLQ�VRFLHW\��7KHVH�D�SULRUL DVVXPSWLRQV�DUH�XVHG� WR� IRUPXODWH�JHQHUDO�XQGHUVWDQGLQJV�DERXW� WKH�FKDQJHV� WKDW� DUH� WDNLQJ� SODFH� ZLWKLQ� VRFLHW\� RYHU� D� VSHFLILF� WLPH� SHULRG� DQG� WKH� PDLQ�GHWHUPLQDQWV�RI�WKRVH�FKDQJHV�7KH� UHVW� RI� WKLV� FKDSWHU� LV� VWUXFWXUHG� DV� IROORZV�� 6HFWLRQ� ����� SURYLGHV� DQ� RYHUYLHZ�RI� WKH�RULJLQV� RI� WKH� LQWHUSUHWLYH� DSSURDFK� DQG� RI� LWV� DSSOLFDWLRQ� LQ� WKH� VWXG\� RI� DFFRXQWLQJ� LQ�JHQHUDO� DQG� &65�&('� LQ� SDUWLFXODU� LQ� WKH� FRQWH[W� RI� WKH� EXVLQHVV�VRFLHW\� UHODWLRQVKLS��6HFWLRQV������WKURXJK�WR������SURYLGH�D�GHVFULSWLYH�DFFRXQW�RI�WUHQGV�LQ�&('�RYHU�WKH�SHULRG�RI�WKH�VWXG\�DQG�DQ�LQWHUSUHWDWLRQ�RI�WKRVH�WUHQGV��7KH�GHVFULSWLYH�DQDO\VLV�LV�SUHVHQWHG�DORQJ�WKUHH� IURQWV�� ILUVWO\�� E\� UHIHUHQFH� WR� WKH� SRSXODULW\� �L�H�� IUHTXHQF\�� RI� &('� �6HFWLRQ� �������VHFRQGO\�� LQ� UHODWLRQ� WR� WKH� YROXPH� �L�H�� TXDQWLWLHV�� RI�&('� �6HFWLRQ� ������� DQG� WKLUGO\�� E\�UHIHUHQFH� WR� WKH� IRUP� �L�H�� TXDOLWDWLYH� FKDUDFWHULVWLFV�� RI� &('� �6HFWLRQ� ������� 6HFWLRQ� �����IRUPV� WKH� µPHDW¶� RI� WKH�SUHVHQW�FKDSWHU��GUDZLQJ�RQ� IRXU� WKHRUHWLFDO� IUDPHZRUNV� �L�H��($7��067��2/7� DQG�3($7�� LQ� VHHNLQJ� WR� RIIHU� DQ� LQWHUSUHWDWLRQ� DV� WR� WKH� XQGHUO\LQJ� FDXVHV� RI�WUHQGV�LQ�&('�E\�ODUJH�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�RYHU�WKH�SHULRG�RI�WKH�VWXG\��6HFWLRQ������SURYLGHV�D�VXPPDU\�RI��DQG�VRPH�FRQFOXVLRQV�RQ��WKH�GLIIHUHQW�SHUVSHFWLYHV�RIIHUHG�E\�WKHVH�IRXU�WKHRUHWLFDO�IUDPHZRUNV�
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���� $Q�LQWHUSUHWLYH�DSSURDFK�WR�DFFRXQWLQJ�DQG�UHSRUWLQJ7KH� LQWHUSUHWLYH� DSSURDFK� WR� UHVHDUFK� LQ� WKH� VRFLDO� VFLHQFHV� LV� GHULYHG� IURP� WKH� *HUPDQLF�SKLORVRSKLFDO� WUDGLWLRQ� WKDW� HPSKDVLVHV� WKH� UROHV� RI� ODQJXDJH�� LQWHUSUHWDWLRQ� DQG�XQGHUVWDQGLQJ� LQ� WKH� VRFLDO�VFLHQFHV� �&KXD���������7KLV� WUDGLWLRQ�� LQIOXHQFHG�SDUWLFXODUO\�E\�WKH�ZRUN�RI�6FKXW]�������������� DQG�%HUJHU�DQG�/XFNPDQQ���������SODFHV�HPSKDVLV�RQ�WKH�PHDQLQJV�ZKLFK�KXPDQ�EHLQJV�JLYH�WR�WKHLU�HYHU\GD\�UHDOLWLHV��)URP�WKLV�SHUVSHFWLYH��µVRFLDO�UHDOLW\¶� DFTXLUHV� PHDQLQJ� WKURXJK� D� SURFHVV� RI� VHOI�UHIOHFWLRQ�� DQ� LQGLYLGXDO¶V� OLYHG�H[SHULHQFHV�KDYLQJ�LQ�WKHPVHOYHV�QR�PHDQLQJ�RU�LGHQWLW\�XQWLO�UHWURVSHFWLYHO\�HQGRZHG�ZLWK�PHDQLQJ�E\� WKH� LQGLYLGXDO��6XFK�H[SHULHQFHV�� UDWKHU� WKDQ�WDNLQJ�SODFH�ZLWKLQ�D�YDFXXP��DUH�SHUFHLYHG� DV� WDNLQJ� SODFH�ZLWKLQ� D� FRQWLQXRXV� SURFHVV� RI� VRFLDO� LQWHUFRXUVH�ZKLFK�� WKURXJK�LQWHUVXEMHFWLYH�LQWHUDFWLRQ��JHQHUDWHV�D�FRPSUHKHQVLYH�VHW�RI�VRFLDO�QRUPV�DQG�PHDQLQJV�WKDW�EHFRPH� µUHDO¶� �&KXD�� ������� ,QWHUSUHWLYH� UHVHDUFK� LV� WKXV� FRQFHUQHG� SULPDULO\� ZLWK�XQGHUVWDQGLQJ� WKHVH� VRFLDO� QRUPV� DQG� HYHU\GD\�PHDQLQJV�� UDWKHU� WKDQ�ZLWK� SUHGLFWLRQ� DQG�H[SODQDWLRQ��E\�ORRNLQJ�DW�WKH�GHHSO\�HPEHGGHG�UXOHV�ZKLFK�VWUXFWXUH�WKH�VRFLDO�ZRUOG��KRZ�VXFK�UXOHV�DUH�VXVWDLQHG�DQG�PRGLILHG��DQG� WKH�W\SLFDO�PRWLYHV�ZKLFK�H[SODLQ�WKH�DFWLRQV�RI�VRFLHW\� DV� D�ZKROH�� 7KXV�� LQ� HVVHQFH� ³«� WKH� LQWHUSUHWLYH� VFLHQWLVW� VHHNV� WR�PDNH� VHQVH� RI�KXPDQ�DFWLRQV�E\�ILWWLQJ�WKHP�LQWR�D�SXUSRVHIXO�VHW�RI�LQGLYLGXDO�DLPV�DQG�D�VRFLDO�VWUXFWXUH�RI� PHDQLQJV´� �&KXD� ������ S������� 7R� XQGHUVWDQG� VXFK� PHDQLQJV� UHTXLUHV� ZKDW� LV� FDOOHG�µVXEMHFWLYH�LQWHUSUHWDWLRQ¶��ZKHUHE\�WKH�VFLHQWLVW�VHHNV�WR�DVFULEH�PHDQLQJ�WR�DQ�LQGLYLGXDO¶V�DFWLRQ�� +HQFH�� LQWHUSUHWLYH� NQRZOHGJH� LV� LQWHQGHG� WR� UHYHDO� WR� SHRSOH� ZKDW� WKH\� DUH� GRLQJ�ZKHQ�WKH\�DFW�DQG�EHKDYH�DV�WKH\�GR�ZLWKLQ�WKH�UHVSHFWLYH�VRFLDO�DQG�KLVWRULFDO�FRQWH[WV��)D\��������7KH�LPSRUWDQFH�RI�WKH�LQWHUSUHWLYH�DSSURDFK�LQ�DQ�DFFRXQWLQJ�FRQWH[W�LV�WKH�UHFRJQLWLRQ�WKDW��LQ� SUDFWLFH�� DFFRXQWLQJ� LQIRUPDWLRQ� PD\� EH� DVFULEHG� YDULRXV� VRFLDO� PHDQLQJV�� UDWKHU� WKDQ�VLPSO\�EHLQJ�VHHQ�IURP�ZLWKLQ�WKH�PDLQVWUHDP�DFFRXQWLQJ�WUDGLWLRQ�DV�D�PHDQV�RI�UHJXODWLQJ�RU�FRQWUROOLQJ�WKH�EHKDYLRXU�RI�µLQSXWV¶��RU�DV�D�PHFKDQLVP�IRU�HIILFLHQW�FRQWUDFWLQJ���6XFK�D�YDULHW\�RI�PHDQLQJV�DUH�VHHQ�DV�LQWULQVLF�WR�DQ�HPHUJHQW�DQG�HPHUJLQJ�VRFLDO�DQG�DFFRXQWLQJ�UHDOLW\�WKDW�LV�FRQWLQXDOO\�EHLQJ�UHGHILQHG��&KXD���������,Q�DGGLWLRQ��WKHVH�PHDQLQJV�«�GR�QRW�QHFHVVDULO\�FRQIRUP�WR�D�SULRUL�UDWLRQDO�GHILQLWLRQV�VXFK�DV�³EHLQJ�XVHIXO� IRU� HIILFLHQW� GHFLVLRQ�PDNLQJ´�� $FFRXQWLQJ� QXPEHUV� DUH� LQDGHTXDWH�UHSUHVHQWDWLRQV�RI�WKLQJV�DQG�HYHQWV�DV�H[SHULHQFHG�E\�KXPDQ�EHLQJV��%HFDXVH�RI� WKLV� DFWRUV� ZLOO� VHHN� WR� WUDQVFHQG� WKH� IRUPDOLW\� RI� WKH� QXPEHUV� DQG�PDQLSXODWH� WKHLU� V\PEROLF� PHDQLQJ� WR� VXLW� WKHLU� SDUWLFXODU� LQWHQWLRQV� �&KXD�������S������+D\HV� �������� IRU� H[DPSOH�� VXJJHVWV� WKDW�� ZLWK� WKH� HYHU�H[SDQGLQJ� GHPDQG� DQG� XVH� RI�DFFRXQWLQJ� LQIRUPDWLRQ�� LW� LV� WKH� LQWULQVLF� DPELJXLW\� RI� VXFK� LQIRUPDWLRQ� ZKLFK� SHUPLWV�FRPSOH[�WUDGH�RIIV�EHWZHHQ�LQWHUHVW�JURXSV�ZLWKLQ�VRFLHW\�DV�D�ZKROH��0RUHRYHU��QRW�RQO\�LV�DFFRXQWLQJ�� DQG� WKXV� GLVFORVXUH�� YLHZHG� DV� D� PHDQV� RI� JLYLQJ� YLVLELOLW\� WR� SDUWLFXODU�GHILQLWLRQV� RI�ZKDW� LV� µHIILFLHQW¶� RU� µHIIHFWLYH¶�RU� WKDW�ZKLFK� LV� µGHVLUDEOH¶� DQG�µIHDVLEOH¶�� LW�PD\�DOVR�EH�XVHG�WR�DFWLYHO\�PRELOL]H�ELDV��WR�GHILQH�WKH�SDUDPHWHUV�RI�RUJDQL]DWLRQDO�GHEDWHV�DQG�WR�OHJLWLPLVH�SDUWLFXODU�VHFWLRQDO�LQWHUHVWV��&KXD���������$V�VXFK��WKH�IRFXV�RI�LQWHUSUHWLYH�UHVHDUFK�PRYHV�DFFRXQWLQJ�LQWR�WKH�UHDO�OLIH�ZRUOG�RI�DFWRUV��&KXD���������LQ�ZKLFK��LQVWHDG��DV� XQGHU� ($7�� RI� FRQVWUXFWLQJ� ULJRURXV� EXW� DUWLILFLDO� FRQVWUXFWV� ZKLFK� SUHVXPH� UDWLRQDO��FRQVHQVXDO�KXPDQ�DFWLRQ��WKH�µEODFN�ER[¶�RI�WKH�ILUP�LV�RSHQHG�XS�WR�H[SORUH�WKH�SURFHVVHV E\�
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ZKLFK� WKH� YDULRXV� IDFWLRQV�ERWK�ZLWKLQ� DQG� RXWVLGH� WKH� ILUP� GHDO�ZLWK� VLWXDWLRQV� LQYROYLQJ�JRDO�FRQIOLFW��7KH� H[SOLFLW� UHFRJQLWLRQ� DQG� DFFHSWDQFH� RI� FRQIOLFW� DPRQJVW� WKH� PHPEHUV� RI� D� VRFLHW\�HYROYHG� RXW� RI� D� QXPEHU�RI�GHYHORSPHQWV� LQ�SROLWLFDO� WKHRU\�� QRWDEO\� HPSLULFDO� GHPRFUDWLF�WKHRU\��L�H��µSOXUDOLVP¶�DQG��ODWHU��QHR�SOXUDOLVP��VHH�&KDSWHU�����,Q�WKH�VSHFLILF�FRQWH[W�RI�WKH�QDWXUDO� HQYLURQPHQW�� FRQIOLFW� EHWZHHQ� YDULRXV� JURXSV� LQ� VRFLHW\� PD\� EH� VDLG� WR� UHYROYH�DURXQG� WKH� ZD\� LQ� ZKLFK� WKRVH� GLIIHUHQW� JURXSV� SHUFHLYH� WKH� HQYLURQPHQW�� )RU� H[DPSOH��EXVLQHVV� RUJDQLVDWLRQV� KDYH� WUDGLWLRQDOO\� VHHQ� WKH� HQYLURQPHQW� DV� D� FRPPRGLW\�� L�H�� DV� D�IDFWRU�RI�SURGXFWLRQ��WR�EH�XWLOLVHG�LQ�WKH�SURGXFWLRQ�DQG�GLVWULEXWLRQ�RI�JRRGV�DQG�VHUYLFHV��,Q�VKDUS� FRQWUDVW� WR� WKLV�XWLOLWDULDQ�YLHZSRLQW�� WKH�GHHS HFRORJ\�PRYHPHQW�SHUFHLYHV�DOO� OLYLQJ�RUJDQLVPV� DV� KDYLQJ� DQ� LQKHUHQW� ULJKW� WR� H[LVWHQFH� DQG� VHHV� KXPDQV� DV� QRW� PRUH� RU� OHVV�LPSRUWDQW� WKDQ� DQ\� RWKHU� VSHFLHV�� %HWZHHQ� WKHVH� WZR� H[WUHPHV� OLH� D� QXPEHU� RI� GLIIHUHQW��DOWHUQDWLYH�SHUVSHFWLYHV�ZKLFK�UHFRJQLVH��WR�YDU\LQJ�GHJUHHV��WKH�QHHG�WR�SURWHFW��QXUWXUH�DQG�UHVWRUH�WKH�QDWXUDO�HQYLURQPHQW�ZLWKLQ�RU�RXWVLGH�WKH�VRFLDO�IUDPHZRUN�RI�D�OLEHUDO�HFRQRPLF�GHPRFUDF\�7KH� H[WHQW� WR�ZKLFK� D� VRFLHW\� LV� DEOH� WR� DUULYH� DW� VRPH�NLQG� RI� FRQVHQVXV�RQ� WKH� H[WHQW� WR�ZKLFK�WKH�HQYLURQPHQW�VKRXOG�EH�SURWHFWHG�LV�LQIOXHQFHG�E\�D�YDULHW\�RI�IDFWRUV��LQFOXGLQJ�RXU�NQRZOHGJH� DV� WR� WKH� LPSOLFDWLRQV�ZKLFK� FXUUHQW�KXPDQ� OLIHVW\OHV�KDYH� IRU� WKH� IXWXUH�KHDOWK�DQG�GLYHUVLW\�RI�OLIH�RQ�(DUWK��1HZ�VFLHQWLILF�NQRZOHGJH��VXFK�DV��IRU�H[DPSOH��WKDW�UHODWLQJ�WR�WKH� HIIHFW� RI� FKORURIOXRURFDUERQV� �&)&V�� RQ� WKH� R]RQH� OD\HU�� FDQ� SURIRXQGO\� FKDQJH� D�VRFLHW\¶V� YDOXHV�� DWWLWXGHV�� SHUFHSWLRQV� DQG� FRQFHUQV� LQ� UHODWLRQ� WR� WKH� QDWXUDO� HQYLURQPHQW��6LQFH�WKH�����V�WKURXJK�WR�WKH�SUHVHQW�GD\�WKHUH�KDYH�EHHQ D�QXPEHU�RI�VRFLDO��SROLWLFDO�DQG�VFLHQWLILF� HYHQWV� DQG� GHYHORSPHQWV� ZKLFK� KDYH� UDLVHG� WKH� SURILOH� RI� WKHVH� YDOXHV� DQG�FRQFHUQV��EULQJLQJ�WKHP�WR�WKH�DWWHQWLRQ�RI�PDVV�DXGLHQFHV��VHH��IRU�H[DPSOH�(ONLQJWRQ�������SS���������7KH�&OXE�RI�5RPH¶V�UHSRUW�7KH�/LPLWV�WR�*URZWK RQ�WKH�SUHGLFDPHQW�RI�PDQNLQG��0HDGRZV� HW� DO��� ������� WKH� 8QLWHG� 1DWLRQV� :RUOG� &RPPLVVLRQ� RQ� (QYLURQPHQW� DQG�'HYHORSPHQW¶V� UHSRUW� 2XU� &RPPRQ� )XWXUH �81:&('�� ������ DQG� WKH� 8QLWHG� 1DWLRQV�&RQIHUHQFH�RQ�(QYLURQPHQW�DQG�'HYHORSPHQW�LQ�5LR�GH�-DQHLUR��%UD]LO��LQ�������NQRZQ�DV�WKH�5LR�6XPPLW��ZHUH�DOO�FRJHQW�VLJQDOV�RI�D�JURZLQJ�UH�DVVHVVPHQW�RI�WKH�EXVLQHVV�VRFLHW\�UHODWLRQVKLS�LQ�WKH�FRQWH[W�RI�VRFLDO�DQG�HQYLURQPHQWDO�LVVXHV��7KH�5LR�6XPPLW��IRU�H[DPSOH��ZDV�D�VLJQLILFDQW�ODQGPDUN�LQ�WKH�UDLVLQJ�RI�LQWHUQDWLRQDO�FRQVFLRXVQHVV�RQ�HQYLURQPHQWDO�DQG�VRFLDO� LVVXHV� LQ� WKH�7KLUG�:RUOG�DQG� UHVXOWHG� LQ�D�QXPEHU�RI�NH\� LQWHUQDWLRQDO�SURJUDPPHV�WRZDUGV�VXVWDLQDEOH�GHYHORSPHQW��LQFOXGLQJ�$JHQGD�����7KH�5LR�'HFODUDWLRQ�RQ�(QYLURQPHQW�DQG�'HYHORSPHQW DQG�7KH &RQYHQWLRQ�RQ�%LRORJLFDO�'LYHUVLW\ �*LOSLQ��������1RWZLWKVWDQGLQJ�WKH�VLJQLILFDQFH�RI�LQGLYLGXDO�HYHQWV��VXFK�DV��IRU�H[DPSOH��WKH�([[RQ�9DOGH]LQFLGHQW��VHH��IRU�H[DPSOH��3DWWHQ��������:DOGHQ�DQG�6FKZDUW]���������HDFK�PD\�EH�VHHQ�DV�RIIHULQJ� RQO\� D� SDUWLDO� LQVLJKW� WRZDUGV� D� PRUH� KROLVWLF�� LQFOXVLYH� XQGHUVWDQGLQJ� RI� KXPDQ��VRFLDO� DQG� HQYLURQPHQWDO� UHVSRQVLELOLW\�� 5DWKHU� WKDQ� HPSOR\� SRVLWLYLVW� PHWKRGRORJ\� WR�DQDO\VH� WKLV� JUHDWHU�ZKROH�� DVVXPLQJ� RI� FRXUVH� WKDW� VXFK�DQ� DQDO\VLV� LV� DW� DOO� SRVVLEOH��� WKH�µVWRU\¶�SUHVHQWHG�LQ�WKLV�FKDSWHU�XVHV�DQ�LQWHUSUHWLYH�DSSURDFK�WR�H[SORUH�DOWHUQDWLYH�DFFRXQWV�RU�µVWRULHV¶�RI�WUHQGV�LQ�&('�RYHU�WKH�SHULRG������WR�������7KLV�DFFRXQW�UHFRJQLVHV�WKH�VRFLR�SROLWLFDO� LPSRUWDQFH�RI�KLVWRULFDO� IDFWV�EXW�VHHV� WKHVH� IDFWV�DV�PHUHO\ HOHPHQWDU\�DQG�SDUWLDO�DVSHFWV�RI�D�PXFK�ELJJHU�LVVXH��6LPSO\�SXW��WKDW�ELJJHU�LVVXH�LV�WKH�UHODWLRQVKLS�RI�KXPDQNLQG�WR�WKH�QDWXUDO�ZRUOG�DQG�WKH�DVVRFLDWHG�UHVSRQVLELOLWLHV�WKDW�JR�ZLWK�KXPDQNLQG¶V�UROH�DV�WKH�
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&('�LQ�DQQXDO�UHSRUWV��$5� 3URSRUWLRQ�RI�$5�GHYRWHG�WR�&('�LQFUHDVHG�RYHU�WKH�SHULRG��8SZDUG�WUHQG�LQ�SRSXODULW\�DQG�TXDQWLW\�RI�GHVFULSWLYH��QRQ�ILQDQFLDO�TXDQWLILHG��DQG�ILQDQFLDO�HQYLURQPHQWDO�LQIRUPDWLRQ�DW�DQ�LQFUHDVLQJ�UDWH
2¶'Z\HU�DQG�*UD\�������

��\HDUV������WR����� ���ODUJHVW�FRPSDQLHV�OLVWHG�RQ�,ULVK�VWRFN�H[FKDQJH�DV�DW����'HFHPEHU�������EDVHG�RQ�PDUNHW�FDSLWDOLVDWLRQ
&65�LQ�DQQXDO�UHSRUWV��$5� +LJKHVW�LQFLGHQFH�RI�&('�ZDV�������������3URSRUWLRQ�RI�$5�GHYRWHG�WR�&65�IHOO�RYHU�WKH�SHULRG��0DMRULW\�RI�HQYLURQPHQWDO�GLVFORVXUHV�ZDV�GLVFXUVLYH��ZLWK�YHU\�OLWWOH�TXDQWLWDWLYH�RU�ILQDQFLDO�LQIRUPDWLRQ�SURYLGHG��$OPRVW�DOO�GLVFORVXUHV�SRVLWLYH�LQ�WRQH�ZLWK�OLWWOH�HYLGHQFH�RI�DQ\�µEDG¶�QHZV

1LVNDOD�DQG�3UHWHV�������
��\HDUV�IURP������WR����� ���)LQQLVK�ILUPV�GUDZQ�IURP�WKH�ODUJHVW�ILUPV�LQ�WKH�PRVW�HQYLURQPHQWDOO\�VHQVLWLYH�LQGXVWULHV

&('�LQ�DQQXDO�UHSRUWV ,QFUHDVH�LQ�WKH�SURSRUWLRQ�RI�FRPSDQLHV�GLVFORVLQJ�HQYLURQPHQWDO�LQIRUPDWLRQ�IURP�����LQ������WR�����LQ�����
9DQ�1XIIHO�HW�DO�������� ��\HDUV�IURP������WR����� ���FRPSDQLHV�IURP�ILYH�ODUJHVW�LQGXVWULDO�VHFWRUV�LQ�%HOJLXP��FKHPLFDOV��WH[WLOHV��SURFHVVLQJ��IRRG��DQG�PRWRU�

&('�LQ�DQQXDO�UHSRUWV�FRYHULQJ�VHYHQ�VSHFLILF�DUHDV
,QFUHDVLQJ�QXPEHU�RI�HQYLURQPHQWDO�GLVFORVXUHV�RYHU�WLPH��H[FHSW�IRU������ZKLFK�VKRZHG�D�GHFUHDVH���0RVW�LQIRUPDWLRQ�SURYLGHG�ZDV�GHVFULSWLYH��QRQ�ILQDQFLDO�ZLWK�RQO\�µSRVLWLYH¶�QHZV
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µHQYLURQPHQWDOO\�IULHQGO\¶� SURGXFWLRQ� PHWKRGV� DQG� µHQYLURQPHQWDOO\�IULHQGO\¶� SURGXFWV�� DV�ZHOO�DV�WKH�FRVWV�DVVRFLDWHG�ZLWK�VXFK�DFWLYLWLHV�DQG�DVVRFLDWHG�ILQDQFLDO�LQYHVWPHQWV��DQG�WKH�IRUPXODWLRQ�RI�DQ�HQYLURQPHQWDO�SROLF\��/DWHU�RQ�KRZHYHU��SDUWLFXODUO\�SRVW�������WKHUH�ZDV�DQ� DSSDUHQW� VKLIW� LQ� UHSRUWLQJ� VWUDWHJ\� ZLWK� D� JUHDWHU� IRFXV� RQ� HFR�MXVWLFH� LVVXHV�� QRWDEO\��VWDNHKROGHU�UHODWLRQV�DQG�VXVWDLQDELOLW\���$QRWKHU� LQWHUHVWLQJ� IHDWXUH� RI� WKLV� SDWWHUQ� LV� WKH� UHODWLYH� FKDQJHV� LQ� WKH� SRSXODULW\� RI� WKH�GLIIHUHQW�FDWHJRULHV�RI�HQYLURQPHQWDO�GLVFORVXUH�WKURXJKRXW�WKH�SHULRG��'LVFORVXUH�LQ�UHODWLRQ�WR� HQYLURQPHQWDO� SURGXFW� DQG� SURFHVV�� IRU� H[DPSOH�� ZDV� ZLGHO\� DGRSWHG� E\� WKH� VDPSOH�FRPSDQLHV�LQ�HDFK�\HDU��LQFUHDVLQJ�IURP����SHU�FHQW�RI�FRPSDQLHV�LQ������WR����SHU�FHQW�LQ�������,Q�FRPSDULVRQ��GLVFORVXUH�LQ�UHODWLRQ�WR�VWDNHKROGHU�UHODWLRQV�ZDV�PDGH�E\�RQO\���SHU�FHQW� RI� FRPSDQLHV� LQ� ������ EXW� URVH� GUDPDWLFDOO\� WKURXJKRXW� WKH� SHULRG� WR� ��� SHU� FHQW� RI�FRPSDQLHV� LQ� ������ 6LPLODUO\�� WKH� SRSXODULW\� RI� VXVWDLQDELOLW\� LVVXHV�� GLVFORVXUH� LWHPV� LQ�UHODWLRQ�WR�ZKLFK�ZHUH�SURYLGHG�E\�RQO\���SHU�FHQW�RI�FRPSDQLHV�LQ�������URVH�UDSLGO\�RYHU�WKH�SHULRG�WR����SHU�FHQW�RI�FRPSDQLHV�E\������
���� 9ROXPH�RI�HQYLURQPHQWDO�GLVFORVXUH7KH�DERYH�DQDO\VLV�RI�&('�VHUYHV�D�XVHIXO�SXUSRVH�LQ WHUPV�RI�SURYLGLQJ�D�EURDG�RYHUYLHZ�RI�WKH�IUHTXHQF\�RI�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH�RYHU�WKH�SHULRG�RI�WKH�VWXG\��+RZHYHU��D�VLJQLILFDQW� IHDWXUH� RI� WKH� SUHVHQW� VWXG\� LV� WKH� DPRXQWV� RI� &('� FRQWDLQHG�ZLWKLQ� FRPSDQ\�UHSRUWV�DV�UHYHDOHG�WKURXJK�FRQWHQW DQDO\VLV��7DEOH������EHORZ�SURYLGHV�VXPPDU\�YDOXHV�IRU�WKH�WRWDO�DPRXQW�RI�&('��LQ�$��SDJHV�RU�SDUW�WKHUHRI��E\�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�LQ�HDFK�\HDU�RI�WKH�VWXG\�DQG�IRU�WKH�SHULRG�DV�D�ZKROH�
7DEOH�����9ROXPH�RI�HQYLURQPHQWDO�GLVFORVXUH������WR�����<HDU 1 7RWDO�&('��SDJHV�RI�$�� 0HDQ�&(' 0HGLDQ 0D[LPXP 0LQLPXP
���� �� ������ ���� ���� ����� �������� �� ������ ���� ���� ����� �������� �� ������ ���� ���� ����� �������� �� ������ ���� ���� ����� �������� �� ������ ���� ���� ����� �������� �� ������ ���� ���� ����� �������� �� �������� ����� ���� ������ ����$OO�\HDUV ��� �������� ���� ���� ������ ����1RWHV��:KHUH��1�UHSUHVHQWV�WKH�WRWDO�VDPSOH�RI�FRPSDQLHV��PD[LPXP�DQG�PLQLPXP�DUH�WKH�KLJKHVW�DQG�ORZHVWYROXPHV��UHVSHFWLYHO\��RI�&('�DPRQJVW�WKH�VDPSOH�FRPSDQLHV�7KH�RYHUDOO�VWDWLVWLFV�SUHVHQWHG�LQ�7DEOH������UHYHDO�D�ULVLQJ�WUHQG�RI�HQYLURQPHQWDO�GLVFORVXUH�E\�%HQHOX[� DQG�*HUPDQ� FRPSDQLHV� RYHU� WKH� SHULRG�� WKH�PHDQ� QXPEHU� RI� SDJHV� LQFUHDVLQJ�IURP�RQO\� ����� SDJHV� LQ� ����� WR� ������ SDJHV� LQ� ������7KH� ULVH�EHWZHHQ������DQG������ LV�SDUWLFXODUO\�QRWLFHDEOH�LQ�WKLV�FRQWH[W��7KH�PHGLDQ��L�H��W\SLFDO��YDOXHV�RYHU�WKH�SHULRG�UHYHDO�



,QWHUSUHWLQJ�WUHQGV�LQ�&('

���

D�GLIIHUHQW� WUHQG��&('�ULVLQJ�VWHDGLO\�RYHU� WKH�\HDUV������DQG�������GHFOLQLQJ� LQ������DQG�ULVLQJ�DJDLQ��DOEHLW�IURP�D�ORZHU�EDVH��EHWZHHQ�WKH�\HDUV������DQG�������7KH�WUHQG�LQ�PHGLDQ�YDOXHV��EHLQJ�EDVHG�RQ� WKH� W\SLFDO� ILUP�LQ� WKH�VDPSOH��VXJJHVWV� WKDW�PHDQ�YDOXHV�KDYH�EHHQ�LQIOXHQFHG� TXLWH� VLJQLILFDQWO\� E\� WKH� VPDOO� QXPEHU� RI� FRPSDQLHV� ZKLFK� SURYLGH� UHODWLYHO\�YHU\�KLJK�DPRXQWV�RI�HQYLURQPHQWDO�GLVFORVXUH��VHH�&KDSWHU����7DEOH���������0RUHRYHU��WKHUH�DUH� FRQVLGHUDEOH� IOXFWXDWLRQV� LQ� GLVFORVXUH� RYHU� WKH� SHULRG�ZLWKLQ� HDFK� FRPSDQ\��PXFK� RI�ZKLFK�KDV�WR�GR�ZLWK�WKH�VLJQLILFDQW�LQIOXHQFH�RI�FRUSRUDWH�HQYLURQPHQW�UHSRUWV��7KXV��ZKLOVW�DW� D� PDFUR�HFRQRPLF� OHYHO� WKHVH� UHVXOWV� VXJJHVW� LQFUHDVLQJ� HQYLURQPHQWDO� GLVFORVXUH� E\�%HQHOX[� DQG� *HUPDQ� FRPSDQLHV�� WKHUH� FDQ� EH� FRQVLGHUDEOH� IOXFWXDWLRQV� IURP� RQH� \HDU� WR�DQRWKHU�ZLWKLQ�LQGLYLGXDO�ILUPV��7KH� VWDWLVWLFV� SUHVHQWHG� LQ�7DEOH� ������ZKLOVW� LOOXVWUDWLQJ� FKDQJHV� LQ� WKH� OHYHO�RI�&('�RYHU�WLPH�� SURYLGH� QR� PHDQV� RI� FRPSDULQJ� HQYLURQPHQWDO� GLVFORVXUH� WR� ZKDW� FRPSDQLHV� ZHUH�UHSRUWLQJ�WR�VRFLHW\�DV�D�ZKROH��7R�SODFH�HQYLURQPHQWDO�GLVFORVXUH�LQ�D�ZLGHU�VRFLDO�UHSRUWLQJ�FRQWH[W�� )LJXUH� ����� EHORZ� FRPSDUHV� WKH�PHDQ� QXPEHU� RI� SDJHV� RI�&('� WR� ERWK� WKH� WRWDO�QXPEHU� RI� SDJHV� SXEOLVKHG� DQG� WKH� DPRXQW� RI� VSDFH� JLYHQ� RYHU� WR� µ0DQDJHPHQW� DQG�$FFRXQWLQJ�,QIRUPDWLRQ��µ$FF33¶��ZKHWKHU�VWDWXWRU\�RU�YROXQWDU\���

)LJXUH������DLGV�XQGHUVWDQGLQJ�LQ�WHUPV�RI�WKH�UHODWLYH�DPRXQWV�RI�VSDFH��DQG�WKXV��DUJXDEO\��E\�LPSOLFDWLRQ��WKH�UHODWLYH�LPSRUWDQFH�JLYHQ�WR�HQYLURQPHQWDO�LVVXHV�LQ�WHUPV�RI�WKH�YDULHW\�RI�HFRQRPLF��HQYLURQPHQWDO�DQG�VRFLDO� LVVXHV�ZKLFK�FRPSDQLHV�PD\�FKRRVH�WR�UHSRUW XSRQ��/RRNLQJ�DW�WKH�WRWDO�YROXPH�RI�HFRQRPLF�DQG�VRFLR�SROLWLFDO�LQIRUPDWLRQ�SODFHG�LQ�WKH�SXEOLF�GRPDLQ� E\� %HQHOX[� DQG� *HUPDQ� FRPSDQLHV� RYHU� WKH� SHULRG�� WKH� YDVW� PDMRULW\� RI� WKLV�LQIRUPDWLRQ�LV�WR�EH�IRXQG�LQ�WKH�DQQXDO�UHSRUW�DQG�DFFRXQWV����,Q�������IRU�H[DPSOH��WKH�WRWDO�YROXPH� H[SUHVVHG� LQ� WHUPV� RI� WKH�PHDQ� QXPEHU� RI� SDJHV� SHU� FRPSDQ\�ZDV� ����� SDJHV�� RI�

)LJXUH������5HODWLYH�SURSRUWLRQV�RI�GLVFORVXUH�E\�VRXUFH
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7RWDO�SDJHV $QQXDO�UHSRUW $FF336RFLDO�UHSRUW (QYLURQPHQWDO�UHSRUW 5HYLHZ�RI�WKH�\HDU2WKHU�UHSRUW 7RWDO�&('
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ZKLFK������SDJHV�������SHU�FHQW��ZHUH�FRQWDLQHG�LQ�WKH�DQQXDO�UHSRUW��,Q�WKH�ILQDO�\HDU�RI�WKH�VWXG\��������WKH�PHDQ�YROXPH�RI�WRWDO�LQIRUPDWLRQ�LQFOXGHG�LQ�FRPSDQ\�UHSRUWV��DV�GHILQHG��KDG�ULVHQ�WR�������SDJHV�SHU�FRPSDQ\��RI�ZKLFK������SDJHV�������SHU�FHQW��ZHUH�FRQWDLQHG�LQ�WKH� DQQXDO� UHSRUW�� 7KXV�� DOWKRXJK� LWV� VKDUH� RI� WKH� WRWDO� YROXPH� RI� SXEOLVKHG� LQIRUPDWLRQ�GHFOLQHG� RYHU� WKH� SHULRG�� WKH� DQQXDO� UHSRUW� UHPDLQHG� E\� IDU� WKH�PRVW� VLJQLILFDQW� VRXUFH� RI�HFRQRPLF��VRFLDO�DQG�SROLWLFDO�LQIRUPDWLRQ�E\�YROXPH�IRU�FRPSDQLHV�DV�D�ZKROH�1RQH�RI� WKH�RWKHU� W\SHV�RI�UHSRUW� LQFOXGHG�LQ�WKH�VWXG\�FKDOOHQJHG�WKH�GRPLQDQW�SRVLWLRQ�RI�WKH�DQQXDO�UHSRUW��7KLV�ZRXOG�VXJJHVW��SULPD�IDFLH��WKDW�DQQXDO�UHSRUWV�FRQWLQXHG�WR�VHUYH�DQ�LPSRUWDQW� UROH� LQ� WHUPV� RI� WKH� HFRQRPLF� DQG� VRFLR�SROLWLFDO� PHVVDJHV� ZKLFK� %HQHOX[� DQG�*HUPDQ�FRPSDQLHV�ZLVKHG�WR�FRPPXQLFDWH�WR�VRFLHW\��7KH�VHFRQG�REYLRXV�IHDWXUH�RI�)LJXUH������ LV� WKH� UHODWLYH� LPSRUWDQFH� ZKLFK� DFFRXQWLQJ� DQG� UHODWHG� ILQDQFLDO� DQG� VXSHUYLVRU\��PDQDJHPHQW� LQIRUPDWLRQ� SOD\HG� LQ� WKLV� FRQWH[W�� ,Q� ������ DFFRXQWLQJ� DQG� PDQDJHPHQW�LQIRUPDWLRQ� �µ$FF33¶�� UHSUHVHQWHG� ����� SHU� FHQW� RI� WRWDO� DYHUDJH� LQIRUPDWLRQ� E\� YROXPH�FRPSDUHG�WR������SHU�FHQW�LQ�������%\�FRQWUDVW��&('�UHSUHVHQWHG�RQO\�����SHU�FHQW�E\�YROXPH�LQ� ������ ULVLQJ� WR� ������ SHU� FHQW� LQ� ������ 7KXV�� GHVSLWH� D� VPDOO� GHFOLQH� RYHU� WKH� SHULRG��DFFRXQWLQJ�DQG�ILQDQFLDO�DQG�VXSHUYLVRU\�PDQDJHPHQW� LQIRUPDWLRQ�FRQVWLWXWHG�D�PXFK�PRUH�VLJQLILFDQW� HOHPHQW� E\� YROXPH�� UHODWLYH� WR� WKDW� RI� RWKHU� GLVFORVXUHV�� LQFOXGLQJ� &('��WKURXJKRXW�WKH�SHULRG��+RZHYHU��ORRNLQJ�PRUH�FORVHO\�DW�WKH�WUHQGV�UHYHDOHG�E\�)LJXUH�������WKHUH�DUH� VRPH� LQWHUHVWLQJ�GHYHORSPHQWV�� ,PSRUWDQWO\�� WKHUH�GRHV�DSSHDU� WR�EH�D�VKLIW� LQ� WKH�UHODWLYH� SURSRUWLRQV� RI� RWKHU� W\SHV� RI� UHSRUWV� DQG� RWKHU� FDWHJRULHV� RI� GLVFORVXUH� LQ� WKH� ODWHU�SDUW�RI�WKH�VWXG\��:KLOVW�WKH�WRWDO�YROXPH�RI�LQIRUPDWLRQ�LQFUHDVHG�E\������SHU�FHQW�EHWZHHQ������ DQG� ������ WKH� YROXPH� RI� LQIRUPDWLRQ� DV� FRQWDLQHG� LQ� DQQXDO� UHSRUWV� ZDV� UHODWLYHO\�VWDEOH��ULVLQJ�E\�RQO\�����SHU�FHQW��7KLV�LPSOLHV�WKDW�WKH�UHODWLYH�VLJQLILFDQFH�RI�RWKHU�W\SHV�RI�UHSRUWV�� LQ� WKH� FRQWH[W� RI� WKH� WRWDO� YROXPH� RI� UHSRUWHG� LQIRUPDWLRQ�� ZDV� LQFUHDVLQJ�� 7KH�HYLGHQFH� DV� SUHVHQWHG� LQ�)LJXUH� �����ZRXOG� VXJJHVW� WKDW� WKLV� LV� GXH�� LQ�SDUW� DW� OHDVW�� WR� WKH�LQFUHDVHG�SRSXODULW\�RI�FRUSRUDWH�HQYLURQPHQW�UHSRUWV�DQG�RWKHU�RQH�RII�UHSRUWV�DV�RSSRVHG�WR�LQFUHDVHG�UHSRUWLQJ�WKURXJK�VRFLDO�UHSRUWV�RU�UHYLHZV�RI�WKH�\HDU��7R�LOOXVWUDWH�WKLV�SRLQW��EHWZHHQ������DQG������WKH�DYHUDJH�QXPEHU�RI�SDJHV�UHSUHVHQWHG�E\�FRUSRUDWH� HQYLURQPHQW� UHSRUWV� LQFUHDVHG� IURP� ����� SDJHV� SHU� FRPSDQ\� WR� ������ SDJHV� SHU�FRPSDQ\�� DQ� LQFUHDVH� RI� ���� SHU� FHQW�� /RRNLQJ� DW� WKH� DPRXQW� RI� WRWDO� SDJHV� GHYRWHG� WR�DFFRXQWLQJ� DQG� UHODWHG� ILQDQFLDO� DQG� VXSHUYLVRU\�PDQDJHPHQW� LQIRUPDWLRQ�� WKLV� UHPDLQHG�IDLUO\�FRQVWDQW�RYHU� WKH�SHULRG�� LQFUHDVLQJ�IURP�DQ�DYHUDJH�RI�������SDJHV�LQ������WR�������SDJHV� LQ� ������ L�H�� D� ULVH� RI� ����� SHU� FHQW�� ,Q� FRQWUDVW�� WKH� DPRXQW� RI� SDJHV� GHYRWHG� WR�HQYLURQPHQWDO�LVVXHV�LQFUHDVHG�IURP�DQ�DYHUDJH�RI������SDJHV�LQ������WR�DQ�DYHUDJH�RI�������SDJHV� LQ� ������ DQ� LQFUHDVH� RI� RYHU� ���� SHU� FHQW����$V� LQGLFDWHG� LQ� WKH� SUHYLRXV� SDUDJUDSK��PXFK�RI�WKH�VLJQLILFDQW�LQFUHDVH�LQ�WKH�&('�EHWZHHQ������DQG������ZDV�GXH�WR�D�VLJQLILFDQW�LQFUHDVH� LQ� WKH� UHSRUWLQJ� RI� HQYLURQPHQWDO� LQIRUPDWLRQ� YLD� FRUSRUDWH� HQYLURQPHQW� UHSRUWV��3URMHFWLQJ�EH\RQG�������WKLV�ZRXOG�VHHP�WR�VXJJHVW�WKDW�ERWK�FRUSRUDWH�HQYLURQPHQW�UHSRUWV�DQG�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH�PLJKW�FRPH�WR�SOD\�D�PRUH�VLJQLILFDQW UROH�YLV�j�YLV�WKH� DQQXDO� UHSRUW� LQ� WKH� FRQWH[W� RI� WKH� RUJDQL]DWLRQ�VRFLHW\� GLDORJXH�� 7KH� VSHFLILF� UROH� RI�DQQXDO� UHSRUWV� LQ� WKLV� FRQWH[W� LV� GHSLFWHG� LQ� 7DEOH� ������ 7KH� GDWD� SUHVHQWHG� LQ� 7DEOH� �����LQGLFDWH�WKDW�WKH�DQQXDO�UHSRUWV�RI�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�SURYLGHG�OLWWOH�E\�ZD\�RI�HQYLURQPHQWDO� GLVFORVXUH� UHODWLYH� WR� WKH� WRWDO� YROXPH� RI� LQIRUPDWLRQ� FRQWDLQHG� LQ� WKHVH�UHSRUWV��,Q�WKH�FDVH�RI�%HQHOX[�FRPSDQLHV��WKH�SURSRUWLRQ�RI�DQQXDO�UHSRUWV�GHYRWHG�WR�&('�LQFUHDVHG�RYHU�WKH�SHULRG�IURP������SHU�FHQW�LQ������WR������SHU�FHQW�LQ�������VKDGRZLQJ�WKH�
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ULVH� LQ� WKH� DYHUDJH� QXPEHU� RI� SDJHV� GHYRWHG� WR� DQQXDO� UHSRUWV� ZKLFK� LQFUHDVHG� IURP� DQ�DYHUDJH�RI�������SDJHV�LQ������WR�������SDJHV�LQ�������)RU�*HUPDQ�FRPSDQLHV��KRZHYHU��WKH�PHDQ�DPRXQW�RI�HQYLURQPHQWDO�LQIRUPDWLRQ�LQ�DQQXDO�UHSRUWV�IHOO�IURP������SHU�FHQW�LQ�����WR������SHU�FHQW�LQ�������GHVSLWH�WKH�IDFW�WKDW�WKH�DYHUDJH�QXPEHU�RI�SDJHV�LQ�DQQXDO�UHSRUWV�URVH�IURP�������SDJHV�LQ������WR������SDJHV�LQ������
7DEOH�����0HDQ�SDJHV�RI�DQQXDO�UHSRUWV�GHYRWHG�WR�HQYLURQPHQWDO�LVVXHV5HJLRQ <HDU Q 1XPEHU�RI�SDJHV�LQ�$QQXDO�5HSRUW��PHDQ� 7RWDO�&('�LQ�$QQXDO�5HSRUW��PHDQ� �
%HQHOX[ ���� �� ����� ���� �������� �� ����� ���� �������� �� ����� ���� �������� �� ����� ���� �������� �� ����� ���� �������� �� ����� ���� �������� �� ����� ���� ����*HUPDQ\ ���� �� ����� ���� �������� �� ����� ���� �������� �� ����� ���� �������� �� ����� ���� �������� �� ����� ���� �������� �� ����� ���� �������� �� ����� ���� ����
7KLV�GLIIHUHQFH�LQ�WUHQGV�EHWZHHQ�*HUPDQ�DQG�%HQHOX[�FRPSDQLHV�PLJKW�EH�H[SODLQHG�E\�WKH�IDFW� WKDW� D� PXFK� KLJKHU� SHUFHQWDJH� RI� *HUPDQ� FRPSDQLHV� SURGXFHG� ILUVW�WLPH� FRUSRUDWH�HQYLURQPHQW�UHSRUWV�GXULQJ�WKH�SHULRG��&KDSWHU����7DEOH�������SHUKDSV�SUHIHUULQJ�WR�XVH�WKHVH�UHSRUWV DV�D�YHKLFOH�IRU�PRUH�GHWDLOHG�HQYLURQPHQWDO�GLVFORVXUH��$�PRUH�GHWDLOHG�DQDO\VLV�RI�HQYLURQPHQWDO�GLVFORVXUH�E\�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�RYHU� WKH�SHULRG�LV�SURYLGHG�LQ�)LJXUHV������WR������EHORZ��)LJXUH������VKRZV�WKH�UHODWLYH�SURSRUWLRQV�RI�WKH�WKUHH�SULQFLSDO�FDWHJRULHV�RI�HQYLURQPHQWDO�GLVFORVXUH� LQ�FRPSDULVRQ� WR� WKH�WRWDO�DPRXQW��7RWDO�&('���7KH�ULVH�LQ�DYHUDJH�YROXPHV�RI�7RWDO�&('�E\�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�RYHU�WKH�SHULRG�LV�REYLRXVO\� LQIOXHQFHG� E\� WKH� ULVH� LQ� WKH� SURSRUWLRQ� RI� FRPSDQLHV� GLVFORVLQJ� HQYLURQPHQWDO�LQIRUPDWLRQ��VHH�7DEOH������DERYH��)LJXUH�������VHH�EHORZ��LV�VWULNLQJ�RQ�WZR�FRXQWV��)LUVWO\��DOWKRXJK�7RWDO�&('�ULVHV�VWHDGLO\�EHWZHHQ� WKH� \HDUV� ����� DQG� ������ WKH� FKDQJH� EHWZHHQ� ����� DQG� ����� LV� PXFK� PRUH�GUDPDWLF����$V�LQGLFDWHG DERYH��WKH�VRXUFH�RI�WKLV�VWHS�FKDQJH�LV�WKH�LQFUHDVH�LQ�WKH�QXPEHU�RI�FRPSDQLHV� SXEOLVKLQJ� FRPSDQ\�ZLGH�� VWDQG�DORQH� HQYLURQPHQW� UHSRUWV�� 6HFRQGO\�� WKLV�FKDQJH�LV�DOPRVW�HQWLUHO\�GXH�WR�WKH�LQFUHDVH�LQ�HQYLURQPHQWDO�GLVFORVXUH��ZLWK�WKH�DPRXQW�RI�KHDOWK�DQG�VDIHW\�DQG�HQHUJ\�GLVFORVXUH�UHPDLQLQJ�UHODWLYHO\�FRQVWDQW� WKURXJKRXW�WKH�SHULRG��7KH�UHODWLYHO\�ORZ�LQFLGHQFH�RI�HQHUJ\�GLVFORVXUH�WKURXJKRXW�WKH�SHULRG�LV�FRQVLVWHQW�ZLWK�WKH�UHVXOWV�UHSRUWHG�E\�*UD\�HW�DO�������E��LQ�WKH�FDVH�RI�8.�FRPSDQLHV�RYHU�WKH�SHULRG������WR�������+RZHYHU��*UD\�HW� DO�� UHSRUWHG� D� VLJQLILFDQW� LQFUHDVH� LQ� KHDOWK� DQG� VDIHW\� GLVFORVXUHV�RYHU� WKH� SHULRG� RI� WKHLU� VWXG\�� ZKHUHDV� WKLV� ZDV� QRW� WKH� FDVH� ZLWK� %HQHOX[� DQG� *HUPDQ�FRPSDQLHV�RYHU�WKH�SHULRG������DQG�������2QH�SRVVLEOH�H[SODQDWLRQ�IRU�WKLV�GLVVLPLODULW\�LV�
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WKDW� KHDOWK� DQG� VDIHW\� PDWWHUV� ZHUH� PXFK� OHVV� RI� D� VRFLDO� LVVXH� IRU� %HQHOX[� DQG� *HUPDQ�FRPSDQLHV� FRPSDUHG� WR� WKHLU� 8.� FRXQWHUSDUWV� GXH� WR� KLJKHU� KHDOWK� DQG� VDIHW\� VWDQGDUGV�UHVXOWLQJ�IURP�WKH�LQIOXHQFH�RI�:RUNHUV¶�&RXQFLOV�DQG�WKH�(XURSHDQ�8QLRQ¶V�6RFLDO�&KDSWHU��8.�FRPSDQLHV�ZHUH�QRW�VXEMHFW�WR�WKHVH�VRFLR�SROLWLFDO�LQIOXHQFHV�DQG�DV�VXFK�PD\�KDYH�EHHQ�XVLQJ�KHDOWK� DQG� VDIHW\�GLVFORVXUH� WR�GHPRQVWUDWH� LQFUHDVLQJ� FRQFHUQ� IRU� WKH�SURWHFWLRQ�DQG�WUDLQLQJ�RI�WKH�ZRUNIRUFH�DV�SDUW RI�D�OHJLWLPDWLRQ�VWUDWHJ\�WR�FKDQJH�SHUFHSWLRQV��*UD\�HW�DO�������E��

)LJXUH������EHORZ�SURYLGHV�DQ�DQDO\VLV�RI�WKH�YROXPH�RI�HQYLURQPHQWDO�GLVFORVXUH�RQO\��L�H��H[FOXGLQJ� HQHUJ\� DQG� KHDOWK�	� VDIHW\�� DFFRUGLQJ� WR� WKH� VHYHQ� GLIIHUHQW� FDWHJRULHV� XVHG� IRUFODVVLI\LQJ� WKHVH� GLVFORVXUHV� �VHH� $SSHQGL[� ���� ,Q� FRQWUDVW� WR� )LJXUH� ����� DERYH�� ZKLFK�GHVFULEHV�WKH�IUHTXHQF\�RI�GLVFORVXUH�DPRQJVW�WKH�VDPSOH�FRPSDQLHV��)LJXUH������KLJKOLJKWV�WKH�UHODWLYH�PHDQ�QXPEHU�RI�SDJHV�GHYRWHG�E\�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�WR HDFK�RI�WKH�VHYHQ� FDWHJRULHV� RI� HQYLURQPHQWDO� GLVFORVXUH�� +RZHYHU�� WKH� SDWWHUQ� LV� D� VLPLODU� RQH�� ZLWK�HQYLURQPHQWDO� SURGXFW� DQG� SURFHVV�UHODWHG� GLVFORVXUH� EHLQJ� WKH� PRVW� FRPPRQ� E\� YROXPH��SDUWLFXODUO\� IURP� ����� RQZDUGV�� %\� ������ WKH� DYHUDJH� DPRXQW� RI� SDJHV� GHYRWHG� WR�HQYLURQPHQWDO� SURGXFW� DQG� SURFHVV�UHODWHG� ZDV� ����� SDJHV�� URXJKO\� KDOI� RI� DOO� WRWDO�HQYLURQPHQWDO�GLVFORVXUHV�E\�YROXPH��7KLV�FRPSDUHV�WR�RQO\������SDJHV�E\�YROXPH�LQ�������DQ�LQFUHDVH�RI�����SHU�FHQW�RYHU�WKH�SHULRG�

)LJXUH������9ROXPH�RI�&('�E\�SULQFLSDO�FDWHJRULHV
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7DEOH������EHORZ�LQGLFDWHV�WKH�WKUHH�PDLQ�DUHDV�RI�HPSKDVLV�RI�HQYLURQPHQWDO�GLVFORVXUH�E\�%HQHOX[�DQG�*HUPDQ�RYHU� WKH�SHULRG�RI� WKH�VWXG\��ZKHUH� µHQYLURQPHQW¶� UHIHUV� WR� WKH�VHYHQ�FDWHJRULHV�RI�µHQYLURQPHQW¶�VKRZQ�LQ�$SSHQGL[���H[FOXGLQJ�WKH�FDWHJRULHV�µKHDOWK�DQG�VDIHW\¶�DQG�µHQHUJ\¶���
7DEOH�����$UHD�RI�HPSKDVLV�IRU�WRS�WKUHH�DUHDV�RI�HQYLURQPHQWDO�GLVFORVXUH<HDU 0HDQ�QR��RI�SDJHV 3ULPDU\�IRFXV���RI�WRWDO� 6HFRQGDU\�IRFXV���RI�WRWDO� 7KLUG�IRFXV���RI�WRWDO����� ���� 3URGXFW�	�3URFHVV�������� 3ROLF\�������� )LQDQFH�UHODWHG����������� ���� 3URGXFW�	�3URFHVV������� 3ROLF\������� (06�	�$XGLW���������� ���� 3URGXFW�	�3URFHVV������� 3ROLF\������� )LQDQFH�UHODWHG���������� ���� 3URGXFW�	�3URFHVV������� 3ROLF\������� (06�	�$XGLW���������� ���� 3URGXFW�	�3URFHVV������� 3ROLF\������� (06�	�$XGLW���������� ���� 3URGXFW�	�3URFHVV������� 3ROLF\������� (06�	�$XGLW���������� ����� 3URGXFW�	�3URFHVV������� 3ROLF\������� (06�	�$XGLW������
1RWHV�� µ(QYLURQPHQW¶�H[FOXGHV� WKH�FDWHJRULHV� µHQYLURQPHQW�RWKHU¶� DQG� µHQHUJ\¶�DQG� µKHDOWK	�VDIHW\¶��(06�	�$XGLW� �µ(QYLURQPHQWDO�PDQDJHPHQW�V\VWHPV�DQG�DXGLW¶��)LJXUHV�LQ�SDUHQWKHVHV�DUH�SHUFHQWDJHV�

)LJXUH������$QDO\VLV�RI�HQYLURQPHQWDO�GLVFORVXUH�E\�W\SH
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$V� VKRZQ� LQ� 7DEOH� ������ WKH� SULPDU\� IRFXV� RI� HQYLURQPHQWDO� GLVFORVXUH� E\� YROXPH� ZDV�SURGXFW� DQG�SURFHVV�UHODWHG��ZLWK�SROLF\�DQG�(06�DQG�DXGLW�ILQDQFLDOO\�UHODWHG�LVVXHV�FRPLQJ�VRPH� ZD\� EHKLQG���� %\� FRQWUDVW�� WKH� OHDVW� SRSXODU� GLVFORVXUH� FDWHJRU\� E\� YROXPH� ZDV�µVXVWDLQDELOLW\¶�ZKLFK�DOWKRXJK�VKRZLQJ�DQ�LQFUHDVH�RYHU�WKH�SHULRG�UHSUHVHQWHG�DQ�DYHUDJH�RI�RQO\������SDJHV�LQ�������$�SDWWHUQ�PD\�EH�GLVFHUQHG�IURP�WKH�GDWD�SUHVHQWHG�LQ�)LJXUH������DQG�7DEOH������ZKLFK�VXJJHVWV� WKDW�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�ZHUH�SUHRFFXSLHG�ZLWK�UHSRUWLQJ�HQYLURQPHQWDO�LQIRUPDWLRQ�FRQFHUQLQJ�WKHLU�SURGXFWV�DQG�SURFHVVHV��DQG��WR�D�OHVVHU�H[WHQW��WKHLU�HQYLURQPHQWDO�SROLFLHV��+RZHYHU��UHODWLYHO\�OLWWOH�UHSRUWLQJ�VSDFH�ZDV�GHYRWHG�WR�UHSRUWLQJ� RQ� VWDNHKROGHU� DVSHFWV� RU� WKH� ILQDQFLDO� DQG� HFRQRPLF� DVSHFWV� RI� HQYLURQPHQWDO�LVVXHV�� DQG�HYHQ� OHVV� LQ� UHODWLRQ� WR� VXVWDLQDEOH�GHYHORSPHQW��7KHVH� ILQGLQJV�PLUURU� WKRVH�RI�2¶'Z\HU�DQG�*UD\��������ZKR�� LQ�D�UHYLHZ�RI�UHFHQW�VXUYH\V�RQ�WKH�OHYHO�RI�HQYLURQPHQWDO�GLVFORVXUH� DPRQJ� WKH� ODUJHU� FRPSDQLHV� LQ� WKH� ZRUOG�� FRQFOXGHG� WKDW�� LQ� JHQHUDO�� WKH� PRVW�SRSXODU�W\SHV�RI�HQYLURQPHQWDO�GLVFORVXUH�UHODWH�WR�HQYLURQPHQWDO�SROLFLHV�DQG�HQYLURQPHQWDO�LPSDFWV� RI� SURGXFWV� DQG� SURFHVVHV�� 7KH� IRFXV� E\� FRPSDQLHV� RQ� HQYLURQPHQW� SURGXFW� DQG�SURFHVV�UHODWHG�LVVXHV�FRXOG�EH�LQWHUSUHWHG�DV�EHLQJ�FRQVLVWHQW�ZLWK�D� WHFKQRORJLFDO��L�H��HFR�HIILFLHQF\�� DSSURDFK� WR� HQYLURQPHQWDO� LVVXHV� UDWKHU� WKDQ� ZLWK� DGGUHVVLQJ� WKH� ZLGHU� VRFLR�SROLWLFDO�LVVXHV��,Q�GRLQJ�VR��PDQDJHPHQW�PD\�ZHOO�EH�LQYROYHG�LQ�³«�WKH�VHQVH�PDNLQJ�DQG�VKDUHG� PHDQLQJ«´� �%XKU� ������ S������ XQGHUWDNHQ� E\� PDQDJHPHQW� ZKR� DUH� ODUJHO\�WHFKQLFLDQV� �HQJLQHHULQJ�� PDQDJHULDO�� DFFRXQWLQJ�� E\� WUDLQLQJ� DQG� VHH� WHFKQRORJ\� DV� WKH�DQVZHU�WR�HFRQRPLF�DV�ZHOO�DV�VRFLDO�DQG�HQYLURQPHQWDO�LVVXHV��%XKU�DUJXHV�WKDW�DV�FRPSDQLHV�EHFRPH� PRUH� WHFKQRORJLFDOO\�DGYDQFHG� LQ� DGGUHVVLQJ� VRFLHWLHV� FRQFHUQV� RYHU� VRFLDO� DQG�HQYLURQPHQWDO� LPSDFWV� �HFR�HIILFLHQF\��� WKH\�PD\� EHFRPH�PRUH� RSHQ�� KDYLQJ� ³«� DFKLHYHG�VXIILFLHQW�WHFKQRORJLFDO�VXFFHVV�WR�ORRN�RXWZDUG�«´��S������WKURXJK�KLJKHU�OHYHOV�RI�UHSRUWLQJ�ZKLFK�DUH�GHVLJQHG�PRUH� WR� LQIOXHQFH�UHODWLRQV�ZLWK� WKH�UHOHYDQW�SXEOLFV� WKDQ�ZLWK�DYRLGLQJ�IXUWKHU�JRYHUQPHQW�LQWHUIHUHQFH���$�PRUH GHWDLOHG�GLVFXVVLRQ�RI�SRVVLEOH�LQWHUSUHWDWLRQV�LQ�WKLV�FRQWH[W�LV�SURYLGHG�LQ�6HFWLRQ������EHORZ��)LJXUHV������WR������H[SORUH�WKH�LQIOXHQFH�RI�WKH�KRPH�FRXQWU\�RI�WKH�UHSRUWLQJ�FRPSDQ\�DQG�LQGXVWU\� VHFWRU�� UHVSHFWLYHO\�� RQ� WKH� UHVXOWV� GHVFULEHG� DERYH�� )LJXUH� ����� SRUWUD\V� WKH�FRUSRUDWH�UHSRUWLQJ�VWUDWHJLHV�RI� WKH����%HQHOX[�DQG����*HUPDQ�FRPSDQLHV��UHVSHFWLYHO\�� LQ�UHODWLRQ� WR� WKH�PHDQ�YROXPH�RI�SDJHV��:KDW� LV�SDUWLFXODUO\�QRWHZRUWK\�DERXW�)LJXUH������ LV�WKH� VLPLODULW\� RI� UHSRUWLQJ� VWUDWHJLHV� RI� FRPSDQLHV� IURP� WKHVH� VHSDUDWH� SROLWLFDO� UHJLRQV� LQ�UHODWLRQ� WR� WKH� WRWDO� YROXPH� RI� SXEOLVKHG� LQIRUPDWLRQ� �7RWDO� 3DJHV�� DQG� PDQDJHPHQW� DQG�DFFRXQWLQJ�LQIRUPDWLRQ��$FF33���)RU� WKH�SHULRG�IURP������WR�������ERWK�VHWV�RI�FRPSDQLHV�ZRXOG� VHHP� WR� EH� GLVFORVLQJ� EURDGO\� VLPLODU� YROXPHV� RI� LQIRUPDWLRQ� RYHUDOO�� ,Q� ����� IRU�H[DPSOH�� %HQHOX[� FRPSDQLHV� SURYLGHG� D� PHDQ� RI� ������� SDJHV�� ZLWK� *HUPDQ� FRPSDQLHV�SURGXFLQJ��RQ�DYHUDJH��DQ�DOPRVW�LGHQWLFDO��������SDJHV��7KLV�LV�DOO�WKH�PRUH�LQWULJXLQJ�JLYHQ�WKDW� WKH� WRWDO� YROXPH� KHUH� LV� EDVHG� QRW� RQO\� RQ� WKH� DQQXDO� UHSRUW� DQG� DFFRXQWV�� EXW� DOVR�LQFOXGHV� VRFLDO� UHSRUWV� DQG� HQYLURQPHQW� UHSRUWV�� 6LPLODUO\�� WKURXJKRXW� WKH� SHULRG� %HQHOX[�DQG�*HUPDQ�FRPSDQLHV�DGRSWHG�TXLWH�VLPLODU�UHSRUWLQJ�VWUDWHJLHV�LQ�UHODWLRQ�WR�PDQDJHPHQW�DQG�DFFRXQWLQJ LQIRUPDWLRQ��$FF33���:KLOVW�%HQHOX[�FRPSDQLHV�GLVFORVHG�PRUH�PDQDJHPHQW�DQG�DFFRXQWLQJ�LQIRUPDWLRQ�WKDQ�WKHLU�*HUPDQ�FRXQWHUSDUWV��WKLV�SDWWHUQ�ZDV�FRQVLVWHQW�RYHU�WKH�SHULRG�RI�WKH�VWXG\��7KH�JHQHUDOO\�VWDEOH�IHDWXUH�RI�PDQDJHPHQW�DQG�DFFRXQWLQJ�UHSRUWLQJ�VXJJHVWV� WKDW� WKLV� IRUP�RI�GLVFORVXUH�PD\�KDYH� UHDFKHG�D� FHUWDLQ� OHYHO�RI�PDWXULW\�DPRQJVW�ERWK�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�



,QWHUSUHWLQJ�WUHQGV�LQ�&('

���

$� QRWHZRUWK\� IHDWXUH� RI� )LJXUH� ����� LV� WKH� UHODWLYH� SURSRUWLRQV� RI� SDJHV� GHYRWHG� WR�PDQDJHPHQW� DQG� DFFRXQWLQJ� LQIRUPDWLRQ� �$FF33�� DQG� HQYLURQPHQWDO� LVVXHV� �7RWDO� &('���:KLOVW� %HQHOX[� FRPSDQLHV� GLVFORVH�� RQ� DYHUDJH�� PRUH� PDQDJHPHQW� DQG� DFFRXQWLQJ�LQIRUPDWLRQ� WKDQ�*HUPDQ�FRPSDQLHV�� WKH�UHYHUVH�LV� WUXH�LQ�WKH�FDVH�RI�HQYLURQPHQWDO� LVVXHV�ZLWK�*HUPDQ� FRPSDQLHV� SURYLGLQJ� VOLJKWO\� KLJKHU� YROXPHV� RI� HQYLURQPHQWDO� GLVFORVXUH�� ,Q������� IRU� H[DPSOH��%HQHOX[� FRPSDQLHV� SURYLGHG� DQ� DYHUDJH� RI� ����� SDJHV� RI�PDQDJHPHQW�DQG� DFFRXQWLQJ� LQIRUPDWLRQ�� FRPSDUHG� WR� ���� SDJHV� GHYRWHG� WR� HQYLURQPHQWDO� LVVXHV�� %\�FRQWUDVW�� LQ� ����� *HUPDQ� FRPSDQLHV� SURYLGHG ����� SDJHV� RI� PDQDJHPHQW� DQG� DFFRXQWLQJ�LQIRUPDWLRQ�DQG������RI�SDJHV�RQ�HQYLURQPHQWDO�LVVXHV��%\�WKH�HQG�RI�WKH�SHULRG��L�H���������WKLV�KDG�LQFUHDVHG�WR������DQG������SDJHV��UHVSHFWLYHO\��LQ�WKH�FDVH�RI�%HQHOX[�FRPSDQLHV�DQG������DQG������SDJHV�� UHVSHFWLYHO\�� LQ� WKH�FDVH�RI�*HUPDQ�FRPSDQLHV��+RZHYHU�� LQ������ WKH�HQYLURQPHQWDO�UHSRUWLQJ�VWUDWHJLHV�RI�*HUPDQ�FRPSDQLHV�DSSHDU�WR�GHYLDWH�IURP�WKRVH�RI�WKHLU�%HQHOX[� FRXQWHUSDUWV�� ZLWK� *HUPDQ� FRPSDQLHV� GLVFORVLQJ� PXFK� KLJKHU� OHYHOV� RI�HQYLURQPHQWDO� GLVFORVXUH� E\� YROXPH�� 7KLV� LQFUHDVH� LV� GXH� ODUJHO\� WR� D� UHODWLYHO\� JUHDWHU�SURSRUWLRQ�RI�*HUPDQ�FRPSDQLHV�SXEOLVKLQJ�FRUSRUDWH�HQYLURQPHQW�UHSRUWV�IRU�WKH�ILUVW�WLPH�LQ� ����� �VHH� &KDSWHU� ��� 7DEOH� ������ 7KLV� FRXOG� UHSUHVHQW� HLWKHU� D� V\VWHPLF� GLYHUJHQFH� RI�HQYLURQPHQWDO�UHSRUWLQJ�VWUDWHJLHV�EHWZHHQ�WKH�WZR�UHJLRQV�RU�VLPSO\�D�WLPH�ODJ�ZLWK�%HQHOX[�FRPSDQLHV� WDNLQJ� ORQJHU� WR� LPSOHPHQW�HQYLURQPHQWDO� UHSRUWLQJ SUDFWLFHV�DW� FRUSRUDWH� OHYHO��7KH�ODWWHU�LV�SHUKDSV�WKH�PRUH�SUREDEOH�DOWKRXJK�IXUWKHU�LQYHVWLJDWLRQ�ZRXOG�EH�QHFHVVDU\�WR�HVWDEOLVK�WKLV�HPSLULFDOO\�,W� LV� DOVR� LQWHUHVWLQJ� WR� QRWH� KRZ� WKH� UHSRUWLQJ� VWUDWHJLHV� RI� ERWK� %HQHOX[� DQG� *HUPDQ�FRPSDQLHV� DSSHDU� WR� UHDFW� FRQVLVWHQWO\� LQ� UHODWLRQ� WR� LQFUHDVHG� UHSRUWLQJ� RI� HQYLURQPHQWDO�LVVXHV��$V�LQGLFDWHG�LQ�)LJXUH�������WKH�SDWWHUQ�RI�&('�RYHU�WKH�SHULRG������WR������LV�RI�D�VWHDG\� LQFUHDVH� LQ� WKH� YROXPH� RI� WKHVH� GLVFORVXUHV�� EXW�ZLWK�*HUPDQ� FRPSDQLHV� GLVFORVLQJ�PRUH�WKDQ�%HQHOX[�FRPSDQLHV��+RZHYHU��LQ�������WKHUH�LV�D�VLJQLILFDQW�LQFUHDVH�LQ�WKH�\HDU�RQ�\HDU�FKDQJH��ZLWK�*HUPDQ�FRPSDQLHV�LQFUHDVLQJ�WKHLU�DYHUDJH�YROXPH�RI�7RWDO�&('�IURP�

)LJXUH������(XURSHDQ�&('�E\�SROLWLFDO�UHJLRQ
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���� SDJHV� LQ� ����� WR� ����� SDJHV� LQ� ����� �DQ� LQFUHDVH� RI� ���� SHU� FHQW���ZKLOVW� IRU�%HQHOX[�FRPSDQLHV�WKH�ULVH�ZDV�DOVR�VLJQLILFDQW�EXW�OHVV�GUDPDWLF��&('�LQFUHDVLQJ�IURP�DQ�DYHUDJH�RI����� SDJHV LQ� ����� WR� ����� SDJHV� LQ� ����� �DQ� LQFUHDVH� RI� VRPH���� SHU� FHQW���+RZHYHU�� WKLV�LQFUHDVH� GLG� QRW� UHVXOW� LQ� D� UHGXFWLRQ�RI�RWKHU�SXEOLVKHG� LQIRUPDWLRQ��5DWKHU�� ERWK�%HQHOX[�DQG� *HUPDQ� FRPSDQLHV� FKRVH� WR� LQFUHDVH� WKH� WRWDO� QXPEHU� RI� SDJHV� GHYRWHG� WR� H[WHUQDOUHSRUWLQJ�� 7KLV� FRXOG� EH� LQWHUSUHWHG� DV� VXJJHVWLQJ� WKDW� �L�� PDQDJHPHQW� DQG� DFFRXQWLQJ�UHSRUWLQJ�E\�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�LV�UHODWLYHO\�LPPXQH�WR�FKDQJHV�LQ�RWKHU�IRUPV�RI�&65��SHUKDSV�UHIOHFWLQJ�DQ�HVWDEOLVKHG�URXWLQH��DQG�RU��LL��WKDW�WKH�YDULRXV�PHVVDJHV�ZKLFK�PDQDJHPHQW� VHHNV� WR� FRQYH\� WKURXJK� DGGLWLRQDO� HQYLURQPHQWDO� GLVFORVXUH� DUH� SHUFHLYHG� DV�VXIILFLHQWO\� LPSRUWDQW� WR� MXVWLI\� WKH� H[WUD� FRVWV� RI� SUHSDULQJ�� SULQWLQJ� DQG�GLVWULEXWLQJ�PRUH�YROXPLQRXV�UHSRUWV��

)LJXUH� ����� DERYH� SUHVHQWV� WKH� VDPH� EDVLF� GDWD� DV� UHSRUWHG� LQ� )LJXUH� ����� EXW� WKLV� WLPH�DQDO\VHG�DFFRUGLQJ� WR� LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\��)RU� WKHVH�SXUSRVHV�� WKH����VDPSOH�FRPSDQLHV� DUH� FDWHJRULVHG� DV� RSHUDWLQJ� LQ� HLWKHU� HQYLURQPHQWDOO\�VHQVLWLYH� �(6�� RU� OHVV�HQYLURQPHQWDOO\�VHQVLWLYH� �/(6�� LQGXVWU\� VHFWRUV�� ZLWK� ��� FRPSDQLHV� LQ� HDFK� FDWHJRU\� �VHH�&KDSWHU� ��� 7DEOH� ������ )LJXUH� ����� SURYLGHV� HYLGHQFH� ZKLFK� VXJJHVWV� WKDW�� SRVW������� (6�FRPSDQLHV�FRQVLVWHQWO\�SXEOLVKHG�PRUH�SDJHV�WKDQ�/(6�FRPSDQLHV��)LJXUH������DOVR�LQGLFDWHV�WKDW�PDQDJHPHQW�DQG�DFFRXQWLQJ�GLVFORVXUH�LV�QRW�LQIOXHQFHG�E\�WKH�HQYLURQPHQWDO�VHQVLWLYLW\�RI�WKH�LQGXVWU\�LQ�ZKLFK�D�FRPSDQ\�RSHUDWHV��ERWK�JURXSV�GLVFORVLQJ�DOPRVW�LGHQWLFDO�YROXPHV�RI�PDQDJHPHQW�DQG�DFFRXQWLQJ�LQIRUPDWLRQ��0RUH�VLJQLILFDQW�SHUKDSV�LV�WKH�UHODWLYH�YROXPHV�RI� 7RWDO�&('��ZLWK�(6� FRPSDQLHV� FRQVLVWHQWO\� GLVFORVLQJ�PRUH� HQYLURQPHQWDO� LQIRUPDWLRQ�WKDQ�/(6�FRPSDQLHV��7KLV�SDWWHUQ�LV�FRQVLVWHQW�ZLWK�WKH�LQGXVWU\�VHQVLWLYLW\�K\SRWKHVLV�XQGHU�ERWK� ($7� DQG�2/7� DV� H[SORUHG� LQ� &KDSWHU� ��ZKHUH� D� VLJQLILFDQW� SRVLWLYH� DVVRFLDWLRQ�ZDV�IRXQG�EHWZHHQ�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\�DQG�WKH�YROXPH�RI�&('�LQ�HDFK�RI�WKH�\HDUV������WR�������,Q�������(6�FRPSDQLHV�GHYRWHG�����SDJHV�WR�HQYLURQPHQWDO�LVVXHV��E\�FRQWUDVW��

)LJXUH������(XURSHDQ�&('�LQ�FRQWH[W��,QGXVWU\�VHQVLWLYLW\
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(QYLURQPHQWDOO\�VHQVLWLYH�7RWDO�3DJHV (QYLURQPHQWDOO\�VHQVLWLYH�$FF33(QYLURQPHQWDOO\�VHQVLWLYH�7RWDO�&(' /HVV�HQYLURQPHQWDOO\�VHQVLWLYH�7RWDO�3DJHV/HVV�HQYLURQPHQWDOO\�VHQVLWLYH�$FF33 /HVV�HQYLURQPHQWDOO\�VHQVLWLYH�7RWDO�&('
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/(6�FRPSDQLHV�SURYLGHG�RQO\�����SDJHV�RQ�HQYLURQPHQWDO� LVVXHV��%\� WKH�HQG�RI� WKH�SHULRG��L�H���������WKLV�KDG�LQFUHDVHG�WR������SDJHV�LQ�WKH�FDVH�RI�(6�FRPSDQLHV�DQG������SDJHV�LQ�WKH�FDVH�RI�/(6�FRPSDQLHV��7KHVH�UHVXOWV�DUH�FRQVLVWHQW�ZLWK�SULRU�VWXGLHV��QRWDEO\�WKDW�RI�$GDPV�HW� DO�� �������� 7KH� ODWWHU� VWXG\� IRXQG� ODUJH� GLIIHUHQFHV� LQ� WKH� DYHUDJH� DPRXQWV� RI�HQYLURQPHQWDO� GLVFORVXUH� DFURVV� LQGXVWU\� VHFWRUV� LQ� WKH� ������� DQQXDO� UHSRUWV� RI� ODUJH�(XURSHDQ�FRPSDQLHV��WKH�RLO�FKHPLFDOV�PHWDO�SRZHU�VHFWRUV�KDYLQJ�WKH�KLJKHVW�PHDQ�DPRXQW�RI�GLVFORVXUH�DW������SDJHV�FRPSDUHG�WR�RQO\������SDJHV�LQ�WKH�FDVH�RI�WKH�VHUYLFH�UHWDLO�IRRG�VHFWRUV��$� IXUWKHU� LQWHUHVWLQJ� IHDWXUH� RI�)LJXUH������ LV� WKH� FKDQJH� LQ�YROXPH�EHWZHHQ������DQG�������7KLV�VWHS�FKDQJH� LQ� WKH�\HDU�RQ�\HDU� LQFUHDVH� LQ�GLVFORVXUHV�E\�YROXPH�UHIOHFWV�D�VLJQLILFDQW� LQFUHDVH� LQ� WKH� LQFLGHQFH�RI�FRUSRUDWH�HQYLURQPHQW�UHSRUWV��VHH�&KDSWHU����7DEOH������� 0RUHRYHU�� WKLV� VWHS�FKDQJH� DSSHDUV� WR� EH� V\VWHPLF�� DOO� HLJKW� VHFWRUV� VKRZLQJ� D�VLJQLILFDQW�LQFUHDVH�LQ�7RWDO�&('�EHWZHHQ������DQG�������IURP������SDJHV�WR������SDJHV�LQ�WKH�FDVH�RI�(6�FRPSDQLHV��L�H������SHU�FHQW��DQG�����SDJHV�WR������SDJHV��L�H������SHU�FHQW�LQ�WKH� FDVH� RI� /(6� FRPSDQLHV��� 7KH� LPSOLFDWLRQV� RI� WKLV� DSSDUHQW� V\VWHPLF� LQFUHDVH� LQ�HQYLURQPHQWDO� GLVFORVXUH� DUH� LPSRUWDQW�� QRW� OHDVW� LQ� WHUPV� RI� DQ\� DWWHPSWV� WR� H[SODLQ� WKH�QDWXUH� DQG� FDXVHV� RI� WKHVH� FKDQJHV�� ,I� LQGHHG� VXFK� FKDQJHV� ZHUH� RFFXUULQJ� DW� D� PDFUR�HFRQRPLF� OHYHO� DFURVV� HFRQRPLHV� DV� D� ZKROH�� WKHQ� LW� ZRXOG� VXJJHVW� WKDW� WKHRULHV� ZKLFK�H[SORUH�WKH�RUJDQL]DWLRQ�VRFLHW\�UHODWLRQVKLS�DW�D�VWUXFWXUDO�OHYHO��VXFK�DV�3($7��VHH�&KDSWHU�����PD\�EH�LPSRUWDQW���

)LJXUH� ����� DERYH� SUHVHQWV� DQ� DQDO\VLV� RI� WKH� PHDQ� QXPEHU� RI� SDJHV� RI� HQYLURQPHQWDO�GLVFORVXUH� �7RWDO� &('�� E\� LQGXVWU\� VHFWRU� RYHU� WKH� SHULRG� RI� WKH� VWXG\�� 7KH�PRVW� REYLRXV�IHDWXUH� RI� )LJXUH� ����� LV� WKH� SDWWHUQ� RI� HQYLURQPHQWDO� GLVFORVXUH� E\� WKH� FKHPLFDOV� LQGXVWU\�ZKLFK��DSDUW�IURP�������SURYLGHG�WKH�KLJKHVW�DPRXQWV�RI�HQYLURQPHQWDO�GLVFORVXUH�UHODWLYH�WR�WKDW� RI� RWKHU� VHFWRUV� WKURXJKRXW� WKH� SHULRG� RI� WKH� VWXG\�� 7KH� GRPLQDQFH� RI� WKH� FKHPLFDOV�

)LJXUH������(XURSHDQ�&('�LQ�FRQWH[W���,QGXVWU\�VHFWRU�LQIOXHQFH
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VHFWRU�LV�SDUWLFXODUO\�QRWLFHDEOH�EHWZHHQ�WKH�\HDUV������DQG�������ZKHQ�WKH�DYHUDJH�DPRXQW�RI�SDJHV�GLVFORVHG�E\� FKHPLFDOV� FRPSDQLHV� LQFUHDVH� IURP�������SDJHV� WR�������SDJHV��7KH�SULPDU\�LQIOXHQFH�RQ�WKLV�WUHQG�LV�WKH�SXEOLFDWLRQ�RI�FRPSDQ\�ZLGH��VWDQG�DORQH�HQYLURQPHQW�UHSRUWV� E\� FRPSDQLHV� LQ� WKH� FKHPLFDOV� LQGXVWU\�� 7KH� GRPLQDQFH� RI� WKH� FKHPLFDOV� VHFWRU� LV�FRQVLVWHQW� ZLWK� SULRU� (XURSHDQ� VWXGLHV� �VHH�� IRU� H[DPSOH�� 3I|KOHU� ������� LQ� WKH� FDVH� RI�*HUPDQ�FRPSDQLHV�DQG�9DQ�1XIIHO�HW�DO���������LQ�WKH�FDVH�RI�%HOJLXP�FRPSDQLHV��)LJXUH� ����� DOVR� UHYHDOV� D� JHQHUDO� LQFUHDVH� LQ� WKH� OHYHOV� RI� &('� DFURVV� DOO� HLJKW� LQGXVWU\�VHFWRUV��VXJJHVWLQJ�WKDW�WKLV�SKHQRPHQRQ�SHUVLVWV�DW�D�PDFUR�HFRQRPLF�OHYHO��0RUHRYHU��DSDUW�IURP�WKH�FKHPLFDOV�VHFWRU��LW�LV�QRW�LPPHGLDWHO\�REYLRXV�WKDW�VHFWRUV�WUDGLWLRQDOO\�SHUFHLYHG�RI�DV�HQYLURQPHQWDOO\�VHQVLWLYH�SURYLGHG�VLJQLILFDQWO\�KLJKHU�OHYHOV�RI�HQYLURQPHQWDO�GLVFORVXUH�RYHU� WKH� SHULRG� RI� WKH� VWXG\� FRPSDUHG� WR� WKRVH� VHFWRUV� WUDGLWLRQDOO\� VHHQ� DV� OHVV�HQYLURQPHQWDOO\� VHQVLWLYH�� )RU� H[DPSOH�� HQYLURQPHQWDO� GLVFORVXUH� E\� WKH� EDQNLQJ� DQG�LQVXUDQFH�VHFWRU�LQFUHDVHG�IURP�DQ�DYHUDJH�RI������SDJHV�LQ������WR�������SDJHV�LQ�������%\�FRPSDULVRQ��HQYLURQPHQWDO�GLVFORVXUH�E\� WKH�H[WUDFWLYH�VHFWRU� LQFUHDVHG�IURP������SDJHV� LQ������ WR� ����� SDJHV� LQ� ������ 7KH� ORZHVW� DYHUDJH� YROXPHV� RI� GLVFORVXUH� ZHUH� WKRVH� RI� WKH�WUDYHO��WRXULVP�DQG�WUDQVSRUW�VHUYLFHV�VHFWRU�ZKLFK�URVH�IURP������SDJHV�LQ������WR������SDJHV�LQ�������+RZHYHU��WKH�UHODWLYHO\�VPDOO�VDPSOH�VL]HV�DW�LQGXVWU\�VHFWRU�OHYHO��WKHVH�YDU\�IURP�D�PLQLPXP�RI���WR D�PD[LPXP�RI����SHU�VHFWRU�� VHH�$SSHQGL[����UHTXLUH�WKDW�FDUH�LV�H[HUFLVHG�ZKHQ�LQWHUSUHWLQJ�WKHVH�UHVXOWV�
���� )RUP�RI�HQYLURQPHQWDO�GLVFORVXUH7KH� ORQJLWXGLQDO� UHVXOWV� GLVFXVVHG� DERYH� SURYLGH� QHZ� DQG� YDOXDEOH� LQVLJKWV� LQWR� WUHQGV� LQ�HQYLURQPHQWDO�GLVFORVXUH�E\�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�RYHU�WKH�SHULRG������WR�������)XUWKHU�LQVLJKWV�FDQ�DOVR�EH�JDLQHG�E\�ORRNLQJ�DW�WKH�IRUP�RI�WKHVH�GLVFORVXUHV��$V�GHVFULEHG�LQ�&KDSWHU����LWHPV�RI�GLVFORVXUH�ZHUH�FDSWXUHG�XVLQJ�FRQWHQW�DQDO\VLV�ZKLFK�DWWULEXWHG�VHYHQ�WHVWDEOH� GLPHQVLRQV� WR� HDFK� LWHP� RI� &('� �&KDSWHU� ��� 7DEOH� ������ )RXU� RI� WKHVH� WHVWDEOH�GLPHQVLRQV�KDYH�EHHQ�GLVFXVVHG�LQ�VHFWLRQV������DQG������DERYH��L�H��ORFDWLRQ��WKHPH��DPRXQW�DQG�HYLGHQFH��7KH�UHPDLQLQJ�WKUHH�WHVWDEOH�GLPHQVLRQV��ZKLFK�UHODWH�WR�WKH�IRUP�RI�HDFK�LWHP�RI�GLVFORVXUH�LWVHOI��DUH��L� $XGLWDELOLW\ ± µDXGLWDEOH¶� RU� µQRQ�DXGLWDEOH¶�� ZKHUH� DXGLWDEOH� GDWD� LV� GHILQHG� DV� GDWD�ZKLFK� FDQ�� LQ� SULQFLSOH�� EH� YHULILHG� E\� DQ� LQGHSHQGHQW� WKLUG� SDUW\��ZLWK� µXQDXGLWDEOH¶�GDWD�EHLQJ�DQ�DVVHUWLRQ�ZKLFK�LV�QRW�FDSDEOH�RI�LQGHSHQGHQW�YHULILFDWLRQ��LL� µ1HZV¶� W\SH ± µJRRG¶�� µEDG¶� RU� µQHXWUDO¶� QHZV� DFFRUGLQJ� WR� ZKHWKHU� WKH� LQIRUPDWLRQ�UHIOHFWV�ZHOO��EDGO\�RU�QHXWUDOO\��UHVSHFWLYHO\��RQ�WKH�UHSRUWLQJ�RUJDQL]DWLRQ��DQG��LLL� &RPSOLDQFH ± µYROXQWDU\¶�RU�µUHTXLUHG¶��ZKHUH�YROXQWDU\�&('�LV�GHILQHG�DV�GLVFORVXUH�WKDW� LV� QRW� UHTXLUHG� XQGHU� DQ\� GLVFORVXUH� ODZ� RU� UHJXODWLRQ� DQG� UHTXLUHG� &('� EHLQJ�OHJDOO\�ELQGLQJ�GLVFORVXUH�LQFOXGLQJ�WKRVH�UHODWLQJ�WR�WKH�DQQXDO�UHSRUW��DFFRXQWLQJ�UXOHV�DQG�UHSRUWLQJ�UHJXODWLRQV��DQG�RWKHU�UHTXLUHPHQWV�UHODWLQJ�WR�VSHFLILF�LQGXVWULHV�7DEOH������EHORZ�VXPPDULVHV� WKH�RYHUDOO�IRUP�RI�HQYLURQPHQWDO�GLVFORVXUH�E\�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�DFFRUGLQJ�WR�WKHVH�GLIIHUHQW�GLPHQVLRQV�IRU�HDFK�\HDU�RI�WKH�VWXG\��
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7DEOH�����&URVV�WDEXODWLRQV�RI�WKH�IUHTXHQFLHV�RI�FR�RFFXUUHQFHV�RI�PHDQ�YDOXHV�RI�&('�DQG�RWKHU�PHDVXUDEOH�GLPHQVLRQV0HDQ�SDJHV�<HDU ���� ���� ���� ���� ���� ���� ����
7RWDO�PHDQ�&(' ���� ���� ���� ���� ���� ���� �����
$XGLWDELOLW\$XGLWDEOH ���� ���� ���� ���� ���� ���� ������DJH�RI�7RWDO ������ ������ ������ ������ ������ ������ ������1RW�DXGLWDEOH ���� ���� ���� ���� ���� ���� �����DJH�RI�7RWDO ����� ����� ����� ����� ����� ����� �����&RPSOLDQFH9ROXQWDU\�GLVFORVXUHV ���� ���� ���� ���� ���� ���� ������DJH�RI�7RWDO ������ ������ ������ ������ ������ ������ ������5HTXLUHG�GLVFORVXUHV ���� ���� ���� ���� ���� ���� �����DJH�RI�7RWDO ����� ����� ����� ����� ����� ����� �����1HZV�W\SH*RRG�QHZV�QHXWUDO ���� ���� ���� ���� ���� ���� ������DJH�RI�7RWDO ������ ������ ������ ������ ������ ������ ������%DG�QHZV ���� ���� ���� ���� ���� ���� �����DJH�RI�7RWDO ����� ����� ����� ����� ������ ������ �����
1RWHV�� 7KLV� WDEOH� DQDO\VHV� WKH� WRWDO� PHDQ� &('� E\� \HDU� DFFRUGLQJ� WR� WKH� WKUHH� WHVWDEOH� GLPHQVLRQV� RI�µDXGLWDELOLW\¶�� µQHZV� W\SH¶� DQG� µFRPSOLDQFH¶� EDVHG� RQ� UHODWLYH� TXDQWLWLHV�� 3HUFHQWDJHV� DUH� EDVHG� RQ� WKH�PHDQ�DPRXQW�RI�&('�LQ�HDFK�FDVH�DV�D�SURSRUWLRQ�RI�WRWDO�PHDQ�&('�E\�\HDU�$V�UHYHDOHG�E\�7DEOH�������WKH�YDVW�PDMRULW\�RI�&('�E\�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�LV�DXGLWDEOH��UHIOHFWV�IDYRXUDEOH��RU�QHXWUDOO\��RQ�WKH�UHSRUWLQJ�RUJDQL]DWLRQ��DQG�LV�YROXQWDU\��,Q�UHODWLRQ�WR�DXGLWDELOLW\��WKH�SURSRUWLRQ�RI�GDWD�ZKLFK��SRWHQWLDOO\�DW�OHDVW��PD\�EH�VXEMHFWHG�WR�LQGHSHQGHQW� YHULILFDWLRQ� LQFUHDVHV� IURP� ����� SHU� FHQW� LQ� ����� WR� ����� SHU� FHQW� LQ� ������VXJJHVWLQJ�WKDW�FRPSDQLHV�ZHUH�PRYLQJ�DZD\�IURP�VWDWHPHQWV�DQG�RU�DVVHUWLRQV�WKDW�DUH�QRW�FDSDEOH� RI� LQGHSHQGHQW� YHULILFDWLRQ�� 7KH� DPRXQW� RI� GLVFORVXUH� LGHQWLILHG� DV� µUHTXLUHG¶�� L�H��GLVFORVXUH�WKDW�LV�PDGH�LQ�FRPSOLDQFH�ZLWK�ODZV�DQG�RU�UHJXODWLRQV��UHPDLQHG�DW�OHVV�WKDQ�RQH�SHU�FHQW�RI�WRWDO�&('�RYHU�WKH�SHULRG�RI�WKH�VWXG\��,Q�DEVROXWH�WHUPV��KRZHYHU��WKH�DPRXQW�RI�SDJHV� GHYRWHG� WR� UHTXLUHG� GLVFORVXUHV� UHPDLQV� IDLUO\� VWDEOH� RYHU� WKH� SHULRG� IOXFWXDWLQJ�EHWZHHQ� DQ� DYHUDJH� RI� ����� DQG� ����� SDJHV�� D� WUHQG� WKDW� LV� FRQVLVWHQW�ZLWK� WKH� DPRXQW� RI�VSDFH�GHYRWHG�WR�PDQDJHPHQW�DQG�DFFRXQWLQJ�LQIRUPDWLRQ��$FF33���VHH�)LJXUH������DERYH���7KH�UHODWLYHO\�VPDOO�DPRXQW�RI�UHTXLUHG�&('�LV�SHUKDSV�QRW�VXUSULVLQJ��UHIOHFWLQJ�DV�LW�GRHV�WKH�ODFN�RI�VSHFLILF��GHWDLOHG�HQYLURQPHQWDO�UHSRUWLQJ�UHTXLUHPHQWV�LQ�WKH�FRXQWULHV�LQFOXGHG�LQ� WKH� VWXG\� �VHH� &KDSWHU� �� DQG� $SSHQGL[� ���� 0RUH� LPSRUWDQWO\�� SHUKDSV�� WKHVH� ILQGLQJV�VXJJHVW�WKDW��ZKHQ�ORRNLQJ�DW�HQYLURQPHQWDO�GLVFORVXUH�LQ�D�(XURSHDQ�FRQWH[W��WKHUH�LV�OLWWOH�WR�EH� JDLQHG� IURP�GLVWLQJXLVKLQJ� EHWZHHQ� UHTXLUHG� �L�H��PDQGDWRU\�� DQG�YROXQWDU\�GLVFORVXUHV��2WKHU� VWXGLHV� ZKLFK� KDYH� IRFXVHG� RQ� VRFLDO �LQFOXGLQJ� HQYLURQPHQWDO�� GLVFORVXUH� KDYH�VWUHVVHG� WKH� LPSRUWDQFH� RI� VXFK� D� GLVWLQFWLRQ�� SDUWLFXODUO\� LQ� WKH�FRQWH[W� RI�8.� FRPSDQLHV��VHH�� IRU� H[DPSOH�� *UD\� HW� DO��� ����E�� ������ ZKHUH� WKHUH� FOHDUO\� GRHV� DSSHDU� WR� EH� DVLJQLILFDQW� DPRXQW� RI� VRFLDO� GLVFORVXUH� WKDW� LV� PDQGDWRU\�� +HQFH�� *UD\� HW� DO�¶V� �������
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DUJXPHQW�WKDW�VXFK�D�GLVWLQFWLRQ�LV�QHFHVVDU\�ZRXOG�VHHP�WR�EH�YDOLG�RQO\�LQ�FHUWDLQ�VSHFLILF�FRQWH[WV�ZKHUH�UHSRUWLQJ�UHTXLUHPHQWV�LQGLFDWH�WKDW�VXFK�D�GLVWLQFWLRQ�PLJKW�EH�QHFHVVDU\��,Q�WKH� FDVH� RI� WKH� SUHVHQW� VWXG\�� DOO� RI� WKH� GLVFORVXUH� LGHQWLILHG� DV� µUHTXLUHG¶� UDWKHU� WKDQ�µYROXQWDU\¶� UHODWHV� WR� HQYLURQPHQWDO� GLVFORVXUH� LQ� WKH� ILQDQFLDO� VWDWHPHQWV� VHFWLRQ� RI� WKH�DQQXDO� UHSRUW�� EHLQJ�GLVFORVXUH� UHTXLUHG� LQ� FRPSOLDQFH�ZLWK�DFFRXQWLQJ� UXOHV�JRYHUQLQJ� WKH�SUHVHQWDWLRQ�RI�EDODQFH�VKHHW��SURILW�DQG�ORVV�DFFRXQW�LWHPV��DQG�WKH�QRWHV�WKHUHWR��MXGJHG�WR�EH� PDWHULDO� LQ� WHUPV� RI� SURYLGLQJ� D� WUXH� DQG� IDLU� YLHZ� RI� WKH� ILQDQFLDO� UHVXOW� DQG� VWDWH� RI�DIIDLUV�RI�WKH�FRPSDQ\��6SHFLILF�H[DPSOHV�RI�WKLV�NLQG�RI�UHTXLUHG�GLVFORVXUH�LQFOXGH�x $N]R�1REHO¶V GLVFORVXUH�LQ�LWV������JURXS�DFFRXQWV�RI�SURYLVLRQV�IRU�HQYLURQPHQWDO�FRVWV� WRJHWKHU�ZLWK�D�GHWDLOHG�QRWH�XQGHU�FRPPLWPHQWV�DQG�FRQWLQJHQW� OLDELOLWLHV� LQ�ZKLFK�PDQDJHPHQW� GHVFULEHV� WKH� FRPSDQ\¶V� SRVLWLRQ� YLV�j�YLV� IXWXUH� FRVWV� DULVLQJ�RXW� RI� LWV� REOLJDWLRQV� WR� HOLPLQDWH� RU� OLPLW� WKH� HIIHFWV� RQ� WKH� HQYLURQPHQW� RI� WKH�GLVSRVDO�RU�UHOHDVH RI�FHUWDLQ�ZDVWH�RU�VXEVWDQFHV�DW�YDULRXV�VLWHV�x 3HWURILQD¶V GLVFORVXUH� RI� H[WUDRUGLQDU\� FRVWV� FKDUJHG� DJDLQVW� SURILWV� LQ� WKH� �����JURXS� DFFRXQWV� UHODWLQJ� WR� SURYLVLRQV� IRU� HQYLURQPHQWDO� FRVWV� DQG� UHVWRUDWLRQ� RI�VLWHV�x 5R\DO� 'XWFK�6KHOO¶V GHWDLOHG� QRWH� WR WKH� ����� JURXS� DFFRXQWV� RQ� WKH� FRPSDQ\¶V�DFFRXQWLQJ� SROLF\� LQ� UHODWLRQ� WR� HQYLURQPHQWDO� H[SHQGLWXUHV� DQG� OLDELOLWLHV� IRU�HQYLURQPHQWDO�UHPHGLDWLRQ�UHVXOWLQJ�IURP�SDVW�RSHUDWLRQV�x '\NHUKRII¶V�QRWH� WR� WKH� FRPSDQ\¶V������JURXS�DFFRXQWV� FRQFHUQLQJ�SURYLVLRQV�VHW�DVLGH�WR�PHHW�IXWXUH�FRVWV�DVVRFLDWHG�ZLWK�WKH�UHFXOWLYDWLRQ�RI�GHSOHWHG�TXDUULHV�x +HLGHOEHUJ�=HPHQW¶V GLVFORVXUH� LQ� WKH�SDUHQW�FRPSDQ\¶V������ ILQDQFLDO� VWDWHPHQWV�RI� UHVHUYHV� VHW� DVLGH� WR� PHHW� HQYLURQPHQWDOO\�UHVSRQVLEOH� PDLQWHQDQFH� RI� DVVHW�YDOXHV� DQG� WKH� QRWH� WR� WKH� JURXS� DFFRXQWV� RQ� WKH� FRPSDQ\¶V� SROLF\� RI� PDNLQJ�SURYLVLRQ�IRU�HQYLURQPHQWDO�SUHFDXWLRQV�WR�FRYHU�DOO�H[SHFWHG�HQYLURQPHQWDO�ULVNV�x 6�G]XFNHU¶V QRWH� WR� WKH� �������� JURXS� DFFRXQWV� RQ� DPRXQWV� LQFOXGHG� XQGHU� RWKHU�DFFUXDOV� WR� FRYHU� H[SHQVHV� UHODWLQJ� WR� GUDLQLQJ� DQG� UHFXOWLYDWLQJ� PXG� SRQGV� DQG�H[FDYDWLRQ�ZRUN�DW�ZDVWH�WLSV��DQG�x 9(%$¶V GLVFORVXUH�LQ�LWV������JURXS�DFFRXQWV�RI�SURYLVLRQV�UHODWLQJ�WR�QXFOHDU�ZDVWH�GLVSRVDO�DQG�GDPDJHV�FDXVHG�E\�PLQLQJ�RSHUDWLRQV�LQ�FRQQHFWLRQ�ZLWK�KDUG�FRDO�DQG�OLJQLWH�PLQLQJ�7KH�UHODWLYHO\�VPDOO�DPRXQWV�RI�VXFK�PDQGDWRU\�GLVFORVXUH�DUH�FRQVLVWHQW�ZLWK�JHQHUDO�WUHQGV�ZLWKLQ�(XURSH� LQ� WKH� ����V��$FFRUGLQJ� WR�*UD\� DQG�%HEELQJWRQ� �������� IRU� H[DPSOH�� HYHQ�WKRXJK�WKH�SHUFHQWDJH�RI�FRPSDQLHV�UHSRUWLQJ�RQ�HQYLURQPHQWDO�LVVXHV�LQFUHDVHG�GXULQJ�WKLV�SHULRG�� WKH� SURSRUWLRQ� GLVFORVLQJ� HQYLURQPHQWDO� ILQDQFLDO� LQIRUPDWLRQ� LQ� WKH� DQQXDO� UHSRUW�UHPDLQHG� UHODWLYHO\� ORZ��([FOXGLQJ� WKH�86$��ZKHQ� WDNLQJ� LQWR� DFFRXQW�PHGLXP�DV�ZHOO� DV�ODUJH� FRPSDQLHV�� YHU\� IHZ� FRPSDQLHV� UHSRUW� RQ� HQYLURQPHQWDO� LVVXHV� LQ� WKHLU� ILQDQFLDO�VWDWHPHQWV�ZLWK�WKH�PDMRULW\�EHLQJ�FRPSDQLHV�LQ�WKH�PRUH�HQYLURQPHQWDOO\�VHQVLWLYH�VHFWRUV�VXFK� DV� FKHPLFDOV�� IRUHVWU\� DQG� WKH� H[WUDFWLYH� LQGXVWULHV� �H�J�� RLO� DQG� JDV�� �*UD\� DQG�%HEELQJWRQ���������.30*������D���LQ�WKHLU�VXUYH\�RI�LQWHUQDWLRQDO�HQYLURQPHQWDO�UHSRUWLQJ��IRXQG�OHVV�WKDW����SHU�FHQW�RI�WKH�ZRUOG¶V�ODUJHVW�FRPSDQLHV�LQFOXGHG�HQYLURQPHQWDO�FRVWV�LQ�WKH� ILQDQFLDO�VWDWHPHQWV�RU� WKH�QRWHV�WR� WKH�DFFRXQWV��7KH�PDMRULW\�RI� WKHVH�ZHUH�FRPSDQLHV�EDVHG� LQ� WKH� 86$�� ZKHUH� 6(&� UHJXODWLRQV� UHTXLUH� WKH� PHDVXUHPHQW� DQG� GLVFORVXUH� RI�HQYLURQPHQWDO� OLDELOLWLHV�� SURYLVLRQV� DQG� FRQWLQJHQW� OLDELOLWLHV� �VHH�� IRU� H[DPSOH�� $,&3$��������1HZHOO�DW�DO���������5RXVVH\��������5XEHQVWHLQ��������81���������6LPLODUO\��3I|KOHU�
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�������QRWHV D�GHDUWK�RI�HQYLURQPHQWDO�FRVW�GDWD�LQ�WKH�DQQXDO�UHSRUWV�RI�*HUPDQ�FRPSDQLHV�EXW� WKDW� VXFK� LQIRUPDWLRQ�� ZKHQ� SURYLGHG�� ZDV� XVHG� WR� DUJXH� DJDLQVW� WKH� *HUPDQ�JRYHUQPHQW¶V� HQYLURQPHQWDO� SROLF\�� WKH� ODWWHU� DOOHJHGO\� JHQHUDWLQJ� H[FHVVLYH� FRVWV� IRU�LQGXVWU\�ZLWK�OLWWOH�LQ�WKH�ZD\�RI�LPSURYHPHQWV�LQ�HQYLURQPHQWDO�SHUIRUPDQFH�7KH�µQHZV¶�W\SH�RI�&('�ZKHQ�FKDUDFWHULVHG�DV�HLWKHU�µEDG¶�RU�µJRRG�QHXWUDO¶�QHZV��DV�VKRZQ�LQ�7DEOH�������LV�RYHUZKHOPLQJO\�ZHLJKWHG�WRZDUGV�JRRG�QHXWUDO�QHZV��,Q�������WKH�DYHUDJH�DPRXQW� RI� µEDG¶� QHZV� ZDV� ����� SDJHV�� RU� ����� SHU� FHQW� RI� WRWDO� &('� LQ� WKDW� \HDU�� ,Q� WKH�IROORZLQJ�\HDUV��WKLV�SHUFHQWDJH�IOXFWXDWHV�UHDFKLQJ�D�PD[LPXP�RI�DURXQG���SHU�FHQW�RI�WRWDO�&('�LQ�������EHIRUH�GHFOLQLQJ�LQ�ODWHU�\HDUV��,Q�������µEDG¶�QHZV�UHSUHVHQWHG�OHVV�WKDQ���SHU�FHQW� RI� WRWDO� &('�� 7KXV�� ZKLOVW� WKH� RYHUDOO� PHDQ� YROXPH� RI� HQYLURQPHQWDO� GLVFORVXUH�LQFUHDVHG�RYHU�WKH�SHULRG�RI�WKH�VWXG\��VHH�7DEOH������DERYH���WKH�DPRXQW�RI�VSDFH�GHYRWHG�E\�%HQHOX[� DQG� *HUPDQ� FRPSDQLHV� WR� UHSRUWLQJ� µEDG¶� QHZV� DV� D� SURSRUWLRQ� RI� WRWDO� SDJHV�DFWXDOO\�GHFUHDVHG RYHU� WKH� SHULRG��7KHVH� UHVXOWV� DUH� FRQVLVWHQW�ZLWK� SULRU� VWXGLHV� �VHH�� IRU�H[DPSOH��%URFNKRII��������%URZQ�DQG�'HHJDQ��������'HHJDQ�DQG�*RUGRQ��������)((��������������*XWKULH�DQG�3DUNHU��������������+LQHV��$���������0DFYH�DQG�&DUH\��������2¶'Z\HU�DQG�*UD\�� ������5REHUWV��&��� ������9DQ�1XIIHO�HW� DO��� ������ZKLFK�KDYH� IRXQG�D� WHQGHQF\�DPRQJVW� FRUSRUDWH� PDQDJHPHQW� WRZDUGV� WKH� VHOHFWLYH� XVH� RI� IDYRXUDEOH� UDWKHU� WKDQ�XQIDYRXUDEOH�&65�LQ�DQQXDO�UHSRUWV�DQG�RWKHU�FRUSRUDWH�GRFXPHQWV��9DQ�1XIIHO�HW�DO����������IRU� H[DPSOH�� UHSRUW� WKDW� %HOJLXP� FRPSDQ\� DQQXDO� UHSRUWV� RYHU� WKH� SHULRG� ����� WR� �����FRQWDLQHG� RQO\� SRVLWLYH� �L�H�� JRRG�� LQIRUPDWLRQ�� WKH� JHQHUDO� WUHQG� EHLQJ� D� ODFN� RI� REMHFWLYH�LQIRUPDWLRQ� RQ� WKH� QHJDWLYH� HQYLURQPHQWDO� SHUIRUPDQFH� RI� WKH� FRPSDQ\�� 6LPLODUO\�� ERWK�%URZQ�DQG�'HHJDQ��������DQG�'HHJDQ�DQG�*RUGRQ��������UHSRUW�HQYLURQPHQWDO�LQIRUPDWLRQ�FRQWDLQHG� LQ� DQQXDO� UHSRUWV�DV�EHLQJ�RYHUZKHOPLQJO\� µJRRG�QHZV¶� LQ� WHUPV�RI�FRQWHQW��7KH�WHQGHQF\�IRU�FRPSDQLHV�WR�GLVFORVH�WKH�SRVLWLYH�DVSHFWV�RI�VRFLDO�DQG�HQYLURQPHQWDO�LVVXHV�LV�QRW�QHZ��7KH�$,&3$���������IRU�H[DPSOH��LQ�LWV�FRPSUHKHQVLYH�UHYLHZ�RI�WKH�VWDWH�RI�WKH�DUW�RI� VRFLDO� SHUIRUPDQFH� UHSRUWLQJ� LQ� WKH� 86� LQ� WKH� ODWH� ����V�� QRWHG� WKDW� VWDQG�DORQH� VRFLDO�UHSRUWV� FRXOG� EH� IDXOWHG� IRU� HPSKDVL]LQJ� IDYRXUDEOH� IDFWV�� RPLWWLQJ� RU� JORVVLQJ� RYHU� WKH�XQIDYRXUDEOH�DQG�IRU�XVLQJ�REOLTXH�ODQJXDJH��+HDUG�DQG�%ROFH���������(PSLULFDO� HYLGHQFH� RQ� WKH� SUHYDOHQFH� RI� µEDG¶� QHZV� VXJJHVWV� WKDW� RQO\� D�PLQRULW\� RI� ODUJH�FRPSDQLHV�UHSRUW�RQ�WKH�QHJDWLYH�DVSHFWV�RI�WKHLU�HQYLURQPHQWDO�SHUIRUPDQFH��.30*���������LQ�WKHLU�VXUYH\�RI�WKH�)76(�WRS�����8.�FRPSDQLHV�IRU�������UHSRUW�WKDW�RQO\��������SHU�FHQW��RI� FRPSDQLHV� LQFOXGHG� LQIRUPDWLRQ� RQ� EDG� HQYLURQPHQWDO� SHUIRUPDQFH� �EUHDFKHV� RI�UHJXODWLRQV�� ILQHV� DQG� SURVHFXWLRQV�� LQ� WKH� DQQXDO� UHSRUW� DQG� DFFRXQWV� RU� D� VWDQG�DORQH�HQYLURQPHQW� UHSRUW�� FRPSDUHG� WR� ��� FRPSDQLHV� ���� SHUFHQW�� LQ� WKH� SUHYLRXV� \HDU� ��������'HHJDQ�DQG�*RUGRQ���������DV�SDUW�RI� WKHLU�VWXG\�RI�HQYLURQPHQWDO�GLVFORVXUHV�RI� WKH������DQQXDO� UHSRUWV� RI� D� VDPSOH� RI� ���� ODUJH�$XVWUDOLDQ� FRPSDQLHV�� IRFXVHG� RQ� WKH� µEDG� QHZV¶�HOHPHQW�RI�VXFK�GLVFORVXUHV��7KHLU�VWXG\�GUHZ�RQ�WKH�HDUOLHU�*XWKULH�DQG�3DUNHU��������VWXG\�LQ�ZKLFK�WKH�DEVHQFH�RI�EDG�QHZV�DERXW�WKH�DFWLYLWLHV�RI�$XVWUDOLDQ�FRPSDQLHV�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�GLVFORVXUH�ZDV�FRQVWUXHG�DV�SDUW�RI�D� OHJLWLPLVDWLRQ�VWUDWHJ\��VHH�&KDSWHU�����%DVHG�RQ�WKH�XVH�RI�FRQWHQW�DQDO\VLV�WR�FRXQW�WKH�QXPEHU�RI�ZRUGV�LQ�WKH������DQQXDO�UHSRUWV��'HHJDQ� DQG� *RUGRQ� IRXQG� WKDW� WKH� DYHUDJH� DPRXQW� RI� SRVLWLYH� QHZV� ����� ZRUGV�� ZDV�VLJQLILFDQWO\� GLIIHUHQW� IURP� WKH� DYHUDJH� DPRXQW� RI� QHJDWLYH� QHZV� ��� ZRUGV��� SURYLGLQJ�VXSSRUW�IRU�WKHLU�FRQWHQWLRQ�WKDW�ILUPV�ZLOO�GLVFORVH�SRVLWLYH�QHZV�EXW�ZLOO�VXSSUHVV�QHJDWLYH�QHZV�DV�SDUW�RI�D�OHJLWLPLVDWLRQ�VWUDWHJ\��$�VLPLODU�IRFXV�RQ�SRVLWLYH�QHZV�ZDV�DOVR�IRXQG�IRU�D� IXUWKHU� VWXG\� RI� ���$XVWUDOLDQ� FRPSDQLHV� LQ� UHODWLRQ� WR� WKHLU� DQQXDO� UHSRUWV� IRU� WKH� \HDUV�
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������������������������VXJJHVWLQJ�WKDW�WKLV�SUDFWLFH�LV�QRW�DQ�LVRODWHG�SKHQRPHQRQ��'HHJDQ�DQG�*RUGRQ���������7KLV�YLHZ�LV�UHLQIRUFHG�E\�WKH�ILQGLQJV�RI�:RRGZDUG�HW�DO���������ZKR��LQ� LQWHUYLHZLQJ�VHQLRU�H[HFXWLYHV�RI�8.�FRPSDQLHV� LGHQWLILHG�DV�EHLQJ�DPRQJVW� WKH�KLJKHVW�GLVFORVHUV� RI� VRFLDO� LQIRUPDWLRQ� LQ� WKHLU� UHVSHFWLYH� VHFWRUV�� IRXQG� WKDW�� LQ� UHODWLRQ� WR�HQYLURQPHQWDO� UHSRUWLQJ�� WKH� FRPSDQLHV¶� PHVVDJHV� WHQGHG� WR� EH� RI� D� µJRRG� QHZV¶� QDWXUH��,QWHUQDWLRQDO� VWXGLHV� DOVR� VXJJHVW� WKDW� WKLV� DVSHFW� RI� &65� LV� QRW� UHVWULFWHG� WR� SDUWLFXODU�FRXQWULHV��7KH�.30*������VXUYH\�RI�LQWHUQDWLRQDO�HQYLURQPHQWDO�UHSRUWLQJ��.30*������D���IRU�H[DPSOH��UHSRUWV�WKDW�RI�WKH�����HQYLURQPHQW�UHSRUWV�H[DPLQHG��RQO\����������GLVFORVHG�LQIRUPDWLRQ�RQ�SRRU�SHUIRUPDQFH��H�J��EUHDFKHV�RI�UHJXODWRU\�UHTXLUHPHQWV��SURVHFXWLRQV�DQG�DFFLGHQWV���%DG�QHZV�ZDV�PRVW�FRPPRQ� LQ� WKH�FKHPLFDO��RLO�DQG�JDV��XWLOLWLHV�DQG�IRUHVWU\��SXOS� DQG� SDSHU� VHFWRUV��+RZHYHU�� WKH�.30*������ VXUYH\� LQFOXGHG� VLWH�OHYHO� DQG� EXVLQHVV�XQLW� OHYHO� HQYLURQPHQW� UHSRUWV� DQG� WKXV� WKH� H[WHQW� WR� ZKLFK� µEDG� QHZV¶� ZDV� UHSRUWHG� DW�FRUSRUDWH�OHYHO�LV�XQFOHDU�
���� ,QWHUSUHWLQJ�WUHQGV�LQ�&('�E\�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV7KH� GDWD� SUHVHQWHG� DERYH� SURYLGHV� PXFK� µIRRG� IRU� WKRXJKW¶� ZKHQ� VHHNLQJ� WR� RIIHU�LQWHUSUHWDWLRQV�DV�WR�WKH�SRVVLEOH�FDXVHV�RI�WUHQGV�LQ�FRUSRUDWH�UHSRUWLQJ�E\�ODUJH�%HQHOX[�DQG�*HUPDQ� FRPSDQLHV� RYHU� WKH� SHULRG� RI� WKH� VWXG\�� /RRNLQJ� DW� WKH� WRWDO� DPRXQW� RI� SDJHV�DSSHDULQJ�LQ�WKH�YDULRXV�DQQXDO��VRFLDO��HQYLURQPHQWDO�DQG�RWKHU�UHSRUWV�LQFOXGHG�LQ�WKH�VWXG\��L�H��QRW� MXVW�WRWDO�&('�EXW�WKH�HQWLUH�H[WHQW�RI�H[WHUQDO�UHSRUWLQJ��WKHVH�FRPSDQLHV�LQFUHDVHG�WKHLU�YROXPH�RI�UHSRUWLQJ�EHWZHHQ������DQG����� E\�VRPH����SHU�FHQW��,Q�RWKHU�ZRUGV��WKHUH�ZDV� D� VLJQLILFDQW� LQFUHDVH� LQ� WKH� DPRXQW�RI� H[WHUQDO� UHSRUWLQJ�RYHU� WKH�SHULRG�RI� WKH� VWXG\��:KLOVW�DFFRXQWLQJ�DQG�PDQDJHPHQW� LQIRUPDWLRQ��µ$FF33¶��FRQVWLWXWHG�D�VLJQLILFDQW�HOHPHQW�WKURXJKRXW� WKH� SHULRG� �VHH� )LJXUH� ����� DERYH��� WKHUH� ZDV� OLWWOH� QRWLFHDEOH� LQFUHDVH� LQ� WKH�UHODWLYH DPRXQWV� RI� VSDFH� GHYRWHG� WR� WKHVH� LVVXHV�� 5DWKHU�� PXFK� RI� WKH� XSZDUG� WUHQG� LQ�H[WHUQDO� UHSRUWLQJ� ZDV� LQ� IDFW� GXH� WR� D� VLJQLILFDQW� LQFUHDVH� LQ� HQYLURQPHQWDO� GLVFORVXUH��VXJJHVWLQJ�D�FKDQJH�LQ�PDQDJHPHQW¶V�RYHUDOO�GLVFORVXUH�VWUDWHJ\�WRZDUGV�JUHDWHU�HPSKDVLV�RQ�UHSRUWLQJ� RQ� HQYLURQPHQWDO� LVVXHV�� 7KLV� XSZDUG� WUHQG� LQ� WKH� TXDQWLW\� RI� HQYLURQPHQWDO�GLVFORVXUH� LV� FRQVLVWHQW� ZLWK� RWKHU� ORQJLWXGLQDO� VWXGLHV� �VHH�� IRU� H[DPSOH�� &DPSEHOO� ������'HHJDQ� DQG� *RUGRQ�� ������ *LEVRQ� DQG� 2¶'RQRYDQ�� ������ *UD\� HW� DO��� ����E�� .30*�����F�����+RZHYHU�� WKH�QRWHZRUWK\� FKDUDFWHULVWLF�RI� WKH�SUHVHQW� VWXG\� LQ� WKLV� FRQWH[W� LV� WKH�UROH�SOD\HG�E\�FRPSDQ\�ZLGH��VWDQG�DORQH�FRUSRUDWH�HQYLURQPHQW�UHSRUWV��$V�LQGLFDWHG�DERYH�)LJXUH��������PXFK�RI� WKH� LQFUHDVH� LQ�&('�RYHU� WKH�SHULRG�RI� WKH�VWXG\�LV�DWWULEXWDEOH� WR�D�JURZLQJ�SRSXODULW\�RI�WKHVH�UHSRUWV��SDUWLFXODUO\�EHWZHHQ������DQG������ZKHQ�WKHUH�DSSHDUV�WR�KDYH�EHHQ�D�V\VWHPLF��L�H��HFRQRP\�ZLGH�� LQFUHDVH��7KLV�FKDQJH�LV�DOPRVW�HQWLUHO\�GXH�WR�DQ� LQFUHDVH� LQ� HQYLURQPHQWDO� GLVFORVXUHV��ZLWK� WKH� DPRXQW� RI� KHDOWK� DQG� VDIHW\� DQG� HQHUJ\�GLVFORVXUH�UHPDLQLQJ�UHODWLYHO\�VWDEOH�WKURXJKRXW�WKH�SHULRG�,Q� VHHNLQJ� WR� GLVFRYHU� SODXVLEOH� H[SODQDWLRQV� IRU� WKH� WUHQG� LQ�&('� UHYHDOHG�E\� WKH�SUHVHQW�VWXG\��RQH�SRWHQWLDO�VRXUFH�RI� LQIRUPDWLRQ� LV�REYLRXVO\� WKH�HQYLURQPHQW�UHSRUWV� WKHPVHOYHV��SDUWLFXODUO\�WKRVH�UHODWLQJ�WR�WKH����FRPSDQLHV�ZKLFK�SXEOLVKHG�WKHVH�UHSRUWV�IRU�WKH�ILUVW�WLPH�GXULQJ� WKH�SHULRG�RI� WKH�VWXG\��VHH�&KDSWHU����7DEOH�������6XFK�UHSRUWV�UHSUHVHQW�SRWHQWLDOO\�LPSRUWDQW� VWDWHPHQWV� LQ� WKH� FRQWH[W� RI� WKH� RUJDQL]DWLRQ�VRFLHW\� UHODWLRQVKLS� JLYHQ� WKDW� WKH�FRPSDQ\¶V� VHQLRU�PDQDJHPHQW� KDV� FRPSOHWH� HGLWRULDO� FRQWURO� RYHU� WKHLU� FRQWHQW� DQG� WKXV� D�IUHH�KDQG�LQ�WHUPV�RI�FRQVWUXFWLQJ�D�VRFLDO�LPDJHU\�RI�WKH�FRPSDQ\�XQGHU�WKHLU�VWHZDUGVKLS��9HU\�OLWWOH�HPSLULFDO�UHVHDUFK�KDV�EHHQ�FRQGXFWHG�WR�GDWH�LQWR�WKH�SURFHVVHV�ZKLFK�FRPSDQLHV�
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JR� WKURXJK� LQ� SUHSDULQJ� DQG� UHOHDVLQJ� WKHVH� UHSRUWV� YROXQWDULO\� �DOWKRXJK� VHH�� IRU� H[DPSOH��5RYLUD�� ������� +RZHYHU�� /MXQJGDKO� �����D�� E�� VXJJHVWV� WKDW� WKHUH� PD\� EH� VRPH� GLIIXVLRQ�SURFHVV� WDNLQJ� SODFH� VLPLODU� WR� WKDW� LQ� WKH� FDVH� RI� LQQRYDWLRQ� GLIIXVLRQ� WKHRU\� �VHH�� IRU�H[DPSOH��5RJHUV���������/MXQJGDKO�DUJXHV�WKDW�ILUVW�WLPH�DGRSWHUV�RI�HQYLURQPHQWDO�UHSRUWLQJ��L�H� FRPSDQLHV� UHSRUWLQJ� RQ� HQYLURQPHQWDO� LVVXHV� IRU� WKH� ILUVW� WLPH�� DGRSW� WKLV� SUDFWLFH� DW�GLIIHUHQW�VWDJHV�GHSHQGLQJ�RQ�YDULRXV�IDFWRUV�LQFOXGLQJ�LQWHUQDO�RUJDQL]DWLRQ��VWUDWHJLF�IDFWRUV�DQG�H[WHUQDO�LQVWLWXWLRQDO�IDFWRUV��,Q�WKH�SDUWLFXODU�FRQWH[W�RI�VWDQG�DORQH�HQYLURQPHQW�UHSRUWV��/MXQJGDKO�DUJXHV��EDVHG�RQ�LQWHUYLHZV�ZLWK����ILUVW�WLPH�UHSRUWHUV�LQ�6ZHGHQ��WKDW�WKHVH�DUH�RIWHQ�WKH�UHVXOW�RI�PLPLFNLQJ�WKH�UHSRUWLQJ�SUDFWLFHV�RI�FRPSHWLWRUV��L�H��ZKHQ�RQH�FRPSDQ\�VWDUWV� LW� WULJJHUV� RII� D� SDWWHUQ� ZKLFK� RWKHUV� IROORZ�� /MXQJGDKO� DOVR� VXJJHVWV�� EDVHG� RQ� WKLV�GLIIXVLRQ�FRQFHSW�� WKDW� WKH�VSUHDG�RI�HQYLURQPHQWDO�UHSRUWLQJ�WR�FRPSDQLHV�RSHUDWLQJ�LQ�OHVV�HQYLURQPHQWDOO\�VHQVLWLYH�LQGXVWULHV�PD\�EH�GXH�WR�WKLV�PLPLFNLQJ�SDWWHUQ�VSUHDGLQJ�WR�RWKHU�VWRFN�PDUNHW�OLVWHG�FRPSDQLHV��7KH�GHFLVLRQ�E\� D� FRPSDQ\� WR�EH� WKH� ILUVW�� RU�RQH�RI� WKH� ILUVW�� LQ� LWV� LQGXVWU\� WR�YROXQWDULO\SXEOLVK� D� FRUSRUDWH� HQYLURQPHQW� UHSRUW� LV� DUJXDEO\� QRW� RQH� WKDW� LV� WDNHQ� OLJKWO\�� .30*���������IRU�H[DPSOH��VWDWH�WKDW�RQFH�FRPSDQLHV�VWDUW�GRZQ�WKLV�SDWK�WKHUH�LV�QR�ZD\�EDFN��WKH�FRPSDQ\�KDYLQJ�HIIHFWLYHO\� ORFNHG� LWVHOI� LQWR�D�UHSRUWLQJ�SURFHVV�WKDW� LV�H[SHFWHG�WR�OHDG�WR�PRUH�FRPSUHKHQVLYH�UHSRUWLQJ� LQ� WKH� IXWXUH��(PSLULFDO�HYLGHQFH�RI� WKLV�µORFNHG�LQ¶�HIIHFW� LV�SURYLGHG� E\�2¶'Z\HU� �������ZKR� UHSRUWV VHQLRU�PDQDJHPHQWV¶� FRQFHUQV�RYHU� WKH� IDFW� WKDW�UHSRUWLQJ� LQ� RQH� \HDU�PDGH� LW� GLIILFXOW� WR� DYRLG� UHSRUWLQJ� LQ� IXWXUH�\HDUV�� FUHDWLQJ� D� FHUWDLQ�UHWLFHQFH� WRZDUGV�&65��+HQFH�� LW�PD\� EH� VXJJHVWHG� WKDW� WKH� H[HFXWLYH�PDQDJHPHQW� RI� DQ\�ODUJH�EXVLQHVV�RUJDQL]DWLRQ�ZRXOG�WKLQN�WZLFH�EHIRUH�FRPPLWWLQJ�LWVHOI�WR�WKH�RQ�JRLQJ�WDVN�RI�FROOHFWLQJ�� RUJDQLVLQJ�� YHULI\LQJ� DQG� SXEOLVKLQJ� FRPSDQ\�ZLGH� HQYLURQPHQWDO� LQIRUPDWLRQ��(TXDOO\�� JLYHQ� WKH�SRWHQWLDO� VLJQLILFDQFH�RI� VXFK� DQ� LPSRUWDQW� FKDQJH� LQ� UHSRUWLQJ� VWUDWHJ\��PDQDJHPHQW�PD\�VHHN�WR�H[SODLQ�WR�WKH�RXWVLGH�ZRUOG�LWV�UHDVRQV�IRU�GRLQJ�VR�,Q� WKH�FDVH�RI� WKH�SUHVHQW�VWXG\�� WKH�YDVW�PDMRULW\�RI� WKH����µILUVW�WLPH¶�HQYLURQPHQW�UHSRUWV�FRQWDLQ�D�SUHIDFH�RU� IRUHZRUG�� IUHTXHQWO\� LQ� WKH�QDPH�RI�D�VHQLRU�H[HFXWLYH�RIILFHU��VXFK�DV�WKH� FKDLUPDQ� RI� WKH� ERDUG� RI�PDQDJHPHQW� DV� LQ� WKH� FDVH� RI�$N]R¶V�(QYLURQPHQWDO�$QQXDO�5HSRUW�������'DLPOHU�%HQ]¶V�(QYLURQPHQWDO�5HSRUW����� DQG�2WWR�9HUVDQG¶V�(QYLURQPHQWDO�5HSRUW��������$Q�H[DPLQDWLRQ�RI�WKH�SUHIDFHV�WR�WKHVH����ILUVW�WLPHUV¶�FRUSRUDWH�HQYLURQPHQW�UHSRUWV�UHYHDOV�D�YDULHW\�RI�GLIIHUHQW�H[SODQDWLRQV��7DEOH����������,Q�VRPH�FDVHV��PDQDJHPHQW�LV�WUDQVSDUHQW�LQ�WHUPV�RI�LWV�VWDWHG�UHDVRQV�IRU�SXEOLVKLQJ�D�FRUSRUDWH�HQYLURQPHQW�UHSRUW��LQ�RWKHU�FDVHV��WKH�UHDVRQV�DUH�OHVV�FOHDU��EHLQJ�HQPHVKHG�LQ�SXEOLF�UHODWLRQV�W\SH�VWDWHPHQWV��%\�IDU� WKH� PRVW� FRPPRQ� H[SODQDWLRQ� SURYLGHG� LV� WKDW� VXFK� UHSRUWV� VHUYH� DV� D� PHDQV� RI�GHPRQVWUDWLQJ� RU� UHSRUWLQJ� RQ� D� FRPSDQ\¶V� HQYLURQPHQWDO� DFWLRQ� SODQV� DQG� WDUJHWV�� LWV�LPSURYHPHQWV� DQG� SDVW� DFKLHYHPHQWV� DQG� IXWXUH� SULRULWLHV� DQG� SUREOHPV� \HW� WR� EH� VROYHG��6L[WHHQ�RI�WKH����µILUVW�WLPHUV¶��L�H�����SHU�FHQW��JDYH�WKLV�H[SODQDWLRQ�LQ�WKH�IRUHZRUG�WR�WKHLU�ILUVW� FRUSRUDWH� HQYLURQPHQW� UHSRUW� �7DEOH� ������ LWHP� �L���� 7KLV� H[SODQDWLRQ� ZRXOG� VHHP� WR�DFFRUG� ZLWK� WKH� ILQGLQJV� UHIHUUHG� WR� DERYH� ZKHUH� HQYLURQPHQWDO� SROLF\� GLVFORVXUHV� ZHUH�VKRZQ� WR� EH� WKH� VHFRQG� PRVW� SRSXODU� FDWHJRU\� RI� GLVFORVXUH� DIWHU� GLVFORVXUHV� UHODWLQJ� WR�SURGXFWV�DQG�SURFHVVHV��LJQRULQJ�WKH�FDWHJRU\�µRWKHU¶���7KH�VHFRQG�PRVW�SRSXODU�H[SODQDWLRQ��LWHP��LL��RI�7DEOH�������LV�FRQFHUQHG�ZLWK�VWDNHKROGHU�UHODWLRQV�� 7KLV� H[SODQDWLRQ� FRXOG� EH� LQWHUSUHWHG� DV� VXJJHVWLQJ� WKDW� PDQDJHPHQW¶V�HQYLURQPHQWDO� UHSRUWLQJ� VWUDWHJ\� LV� LQIOXHQFHG� E\� WKHLU� SHUFHSWLRQV� RI� VWDNHKROGHUV¶�
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H[SHFWDWLRQV� LQ� UHODWLRQ� WR� WKH� FRQWHQW� RI FRUSRUDWH� HQYLURQPHQW� UHSRUWV�� /RRNLQJ� DW� WKH�XQGHUO\LQJ�VXEVWDQFH�RI� WKH�UHDVRQV�SURYLGHG��DOO�FRPSDQLHV�ZKLFK�SURYLGHG�DQ�H[SODQDWLRQ�DSSHDU� WR� EH� FRQFHUQHG� ZLWK� GHPRQVWUDWLQJ�� LQ� RQH� IRUP� RU� DQRWKHU�� D� FRPPLWPHQW� WR�DGGUHVVLQJ�WKH�µHQYLURQPHQWDO�FKDOOHQJH¶��7KLV�FRQFHUQ�LV�H[SUHVVHG�LQ�D�QXPEHU�RI�GLIIHUHQW�ZD\V�� IRU� H[DPSOH�� LQ� WKH� FRQWH[W� RI� D� FRPPLWPHQW� WR� LPSURYHPHQWV� LQ� HQYLURQPHQWDO�SHUIRUPDQFH� �LWHP� �L�� RI� 7DEOH� ������� VWDNHKROGHU� DFFRXQWDELOLW\� �LWHP� �LL���� VXVWDLQDEOH�GHYHORSPHQW�VXVWDLQDELOLW\ �LWHPV��LL����LLL��DQG��Y���RU�VRFLDO�UHVSRQVLELOLW\��LWHP��LY���
7DEOH�����([SODQDWLRQV�IRU�µILUVW�WLPH¶�FRUSRUDWH�HQYLURQPHQW�UHSRUWV([SODQDWLRQ &RPSDQLHV�SURYLGLQJ�WKLV�H[SODQDWLRQ
�L��$V�D�PHDQV�RI�GHPRQVWUDWLQJ�RU�UHSRUWLQJ�RQ�D�FRPSDQ\¶V�HQYLURQPHQWDO�DFWLRQ�SODQV�DQG�WDUJHWV��LWV�LPSURYHPHQWV�DQG�SDVW�DFKLHYHPHQWV�DQG�IXWXUH�SULRULWLHV�DQG�SUREOHPV�\HW�WR�EH�VROYHG

��� �$N]R�1REHO��%D\HULVFKH�/DQGHVEDQN��%D\HULVFKH�9HUHLQVEDQN��'DLPOHU�%HQ]��(OHFWUDEHO��*ROGVFKPLGW��+HLQHNHQ��+HQNHO��,1*��/XIWKDQVD��2WWR�9HUVDQG��6FKHULQJ��6ROYD\��7K\VVHQ��8QLOHYHU��:DFNHU�&KHPLH�LL��7R�SURYLGH�LQIRUPDWLRQ�WR�VRFLHW\�DQG�VWDNHKROGHUV�RU�DV�SDUW�RI�DQ�RSHQ�GLDORJXH�ZLWK�VWDNHKROGHUV�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�LVVXHV�DQG�VXVWDLQDELOLW\
�� �+\SRWKHNH�XQG�:HFKVHO�%DQN��+HUOLW]��/XIWKDQVD��3HWURILQD��7K\VVHQ��9RONVZDJHQ��:DFNHU�&KHPLH��

�LLL��7R�GHPRQVWUDWH�WKH�FRPSDWLELOLW\�RI�HFRQRPLF�DQG�HFRORJLFDO�DVSHFWV�RI�VXVWDLQDELOLW\�LQ�WKH�FRQWH[W�RI�WKH�,QWHUQDWLRQDO�&KDPEHU�RI�&RPPHUFH¶V�%XVLQHVV�&KDUWHU�IRU�6XVWDLQDEOH�'HYHORSPHQW
�� �$OOLDQ]��+HQNHO

�LY��7R�GHPRQVWUDWH�WKDW�WKH�RUJDQL]DWLRQ�LV�OLYLQJ�XS�WR�LWV�VRFLDO�UHVSRQVLELOLW\�YLV�j�YLV�WKH�HQYLURQPHQW
�� �'DLPOHU�%HQ]��*ROGVFKPLGW

�Y��7R�GHPRQVWUDWH�WKDW�WKH�RUJDQL]DWLRQ¶V�DSSURDFK�LV�D�UHVSRQVLEOH�EDVLV�IRU�D IUHH�PDUNHW�VROXWLRQ�WRZDUGV�VXVWDLQDELOLW\
�� �$OOLDQ]

�YL��$V�SDUW�RI�WKH�FRPSDQ\¶V�VWUXFWXUHG�DSSURDFK�WR�WKH�VWUDWHJLF�PDQDJHPHQW�RI�HQYLURQPHQWDO�LVVXHV�
�� �3HWURILQD

�YLL��7R�JDLQ�SXEOLF�XQGHUVWDQGLQJ�DQG�VXSSRUW�IRU�WKH�FRPSDQ\¶V�HIIRUWV �� �6ROYD\
�YLLL��7R�GHPRQVWUDWH�WKDW�HQYLURQPHQWDO�LVVXHV�DUH�LPSRUWDQW�WR�WKH�RUJDQL]DWLRQ�DQG�LWV�ORQJ�WHUP�VXUYLYDO

�� �8QLOHYHU
+RZHYHU��ZKLOVW� WKH�YDULRXV�UHDVRQV�JLYHQ�E\�FRPSDQLHV�IRU�SXEOLVKLQJ�WKHLU�ILUVW�FRUSRUDWH�HQYLURQPHQW� UHSRUW� DUH� FOHDUO\� UHOHYDQW�� E\� WKHPVHOYHV� WKHVH� H[SODQDWLRQV� SURYLGH� RQO\� D�SDUWLDO� LQVLJKW� LQWR� XQGHUVWDQGLQJ� WKH� WUHQGV� LQ� &('� UHYHDOHG� E\� WKH� SUHVHQW� VWXG\�� 3XW�VLPSO\�� LQ� WKH� FRQWH[W� RI� WKH� EXVLQHVV�VRFLHW\� UHODWLRQVKLS�� WKH� H[SODQDWLRQV� SURYLGHG� E\�
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PDQDJHPHQW� GR� QRW� LQ� WKHPVHOYHV� PDNH� NQRZQ� WKH� HFRQRPLF�� VRFLDO� DQG� SROLWLFDO�PRWLYDWLRQV�XQGHUO\LQJ�WKHLU�EHKDYLRXU��)RU�H[DPSOH��HYHQ�WKRXJK�WKH�H[HFXWLYH�PDQDJHPHQW�RI�6ROYD\�VWDWH�WKDW�WKH�UHDVRQ�IRU�SXEOLVKLQJ�WKHLU�ILUVW�HQYLURQPHQW�UHSRUW�ZDV�WR�JDLQ�SXEOLF�XQGHUVWDQGLQJ�DQG�VXSSRUW� IRU� WKH�FRPSDQ\¶V�HIIRUWV� �VHH�7DEOH�������� WKLV�VWDWHPHQW�SHU�VHOHDYHV�XQDQVZHUHG�WKH�YHU\�LPSRUWDQW�TXHVWLRQ�DV�WR�ZK\�6ROYD\¶V�PDQDJHPHQW�SHUFHLYHG�LW�DV�QHFHVVDU\� WR�JDLQ�VXFK�XQGHUVWDQGLQJ�DQG�VXSSRUW� LQ� WKH� ILUVW�SODFH��:KLOVW�PRWLYDWLRQ�LV�GLIILFXOW�WR�DVVHVV�IRU�WKRVH�QRW�GLUHFWO\�LQYROYHG�LQ�WKH�GHFLVLRQ�PDNLQJ�SURFHVVHV��LW�FDQ�EH�H[SORUHG� E\� UHFRXUVH� WR� WKHRUHWLFDO� IUDPHZRUNV� ZKLFK� RIIHU� DFFRXQWV� RU� µVWRULHV¶� WKURXJK�ZKLFK� WR� LQWHUSUHW� EHKDYLRXU�� 7RZDUGV� WKLV� REMHFWLYH�� IRXU� DFFRXQWLQJ WKHRULHV� �L�H�� ($7��067�DQG�2/7�DQG�FODVVLFDO��L�H��0DU[LDQ��SROLWLFDO�HFRQRP\�RI�DFFRXQWLQJ�WKHRU\��3($7���DUH�HPSOR\HG�EHORZ�WR�LQWHUSUHW�PDQDJHULDO�EHKDYLRXU�LQ�UHODWLRQ�WR�WKH�LQFUHDVH�LQ�&('�RYHU�WLPH�
������ (FRQRPLF�DJHQF\�WKHRU\��($7�($7�SRVLWV� WKDW�PDQDJHULDO�EHKDYLRXU�LV�PRWLYDWHG�VROHO\�E\�VHOI�LQWHUHVW��,I�OHIW�XQFKHFNHG��WKLV� LPSOLHV� WKDW�PDQDJHPHQW�ZRXOG�QRW�QHFHVVDULO\�DFW� LQ� WKH�EHVW� LQWHUHVWV�RI�VKDUHKROGHUV��VHH� &KDSWHU� ���� +RZHYHU�� XQGHU� -HQVHQ� DQG� 0HFNOLQJ¶V� ������� WKHRU\� RI� DJHQF\� FRVWV��VKDUHKROGHUV� DQG� ERQGKROGHUV� DUH� VDLG� WR� RYHUFRPH� WKH� µDJHQF\� SUREOHP¶� RI� PDQDJHULDO�RSSRUWXQLVP�DQG� µDFWLQJ�ZLWK�JXLOH¶� E\�SXWWLQJ� LQWR�SODFH�YDULRXV� FRQWUDFWXDO� DUUDQJHPHQWV�DQG�SRVLWLRQV��WKH�µQH[XV�RI�FRQWUDFWV¶��ZKLFK�HIIHFWLYHO\�WUDQVIHUV�DOO�WKH�FRVWV�RI�DJHQF\�WR�WKH�PDQDJHPHQW��2WKHU�PDUNHW�EDVHG�OLPLWDWLRQV�RQ�PDQDJHULDO�GLVFUHWLRQ��DULVLQJ�IURP��LQWHU�DOLD��WKH�PDUNHW�IRU�JRRGV�DQG�VHUYLFHV��WKH�PDUNHW�IRU�ILQDQFH�DQG�IRU�FRUSRUDWH�FRQWURO��DQG��WKH�PDUNHW� IRU�PDQDJHULDO� VHUYLFHV�� DUH� VHHQ� DV� HQVXULQJ� WKDW� ³«�FRUSRUDWH�PDQDJHUV�KDYH�OLWWOH� GLVFUHWLRQ� WR� DFW� RWKHU� WKDQ� LQ� WKH� LQWHUHVWV� RI� VKDUHKROGHUV´� �%HQVWRQ� ������ S������:LWKLQ�WKLV�WKHRUHWLFDO�IUDPHZRUN��LQIRUPDWLRQ��LQFOXGLQJ�DFFRXQWLQJ�DQG�UHSRUWLQJ��LV�VHHQ�DV�DQ� HFRQRPLF� JRRG�ZLWK�PDQDJHUV� WUDGLQJ� WKDW� LQIRUPDWLRQ� IRU� VHOI�LQWHUHVW� SXUSRVHV��7KXV��PDQDJHUV�DUH�DVVXPHG�WR�VXSSO\�LQIRUPDWLRQ�YROXQWDULO\ RQO\�LI��L��WKH�LQIRUPDWLRQ�LV�UHOHYDQW�WR�GHWHUPLQLQJ�D�FRPSDQ\¶V�VWRFN�PDUNHW�YDOXH�DQG��LL��WKH�PDQDJHU�FDQ�PDLQWDLQ�H[FOXVLYH�DFFHVV� WR� WKDW� LQIRUPDWLRQ� XQWLO� LW� LV� SXEOLVKHG� �:DWWV�� ������� 6LPLODUO\�� DOO� GHFLVLRQV�FRQFHUQLQJ�WKH�FRVWV�RI�SXEOLVKLQJ�YROXQWDU\�LQIRUPDWLRQ�DUH�VDLG�WR�EH�PDGH�RQ�WKH�EDVLV�RI�D�FRVW�EHQHILW�DQDO\VLV�IURP�WKH�SHUVSHFWLYH�RI�VKDUHKROGHUV��VXFK�WKDW�LQIRUPDWLRQ�WKH�VXSSO\�RI�ZKLFK� LPSRVHV� FRVWV� RQ� VKDUHKROGHUV� LQ� H[FHVV� RI� WKH� DVVRFLDWHG� EHQHILWV� ZRXOG� QRW� �DQG�VKRXOG�QRW��EH�LQFOXGHG�LQ�SXEOLF�UHSRUWV��%HQVWRQ��������$OWKRXJK�-HQVHQ�DQG�0HFNOLQJ��������SUHVHQW�D�VLQJOH�SHULRG�PRGHO��WKH�XQGHUO\LQJ�WKHRU\�RI�DJHQF\�FRVWV�FDQ�EH�H[WHQGHG� WR�DQ� LQYHVWLJDWLRQ�RI�PDQDJHULDO�EHKDYLRXU� LQ�D�PXOWL�SHULRG�FRQWH[W��+HQFH��ZKLOVW�WKH�DUUDQJHPHQWV�XQGHU�WKH�QH[XV�RI�FRQWUDFWV�DUH�GHSLFWHG�E\�-HQVHQ�DQG� 0HFNOLQJ� DV� H[�DQWH�� HFRQRPLF� DJHQF\� WKHRU\� FDQ� EH� XVHG� WR� H[SODLQ� DQG� SUHGLFW�PDQDJHULDO�EHKDYLRXU� LQ�D�G\QDPLF��PXOWL�SHULRG�FRQWH[W�ZKHUH� LQGLYLGXDOV�DQG� LQVWLWXWLRQV�FRQWLQXRXVO\� HQWHU� DQG� H[LW� WKH� YDULRXV� VHFXULWLHV�PDUNHWV�� ,Q� SDUWLFXODU�� WKH� DVVXPSWLRQ� RI�HIILFLHQW�PDUNHWV�XQGHU�WKH�HIILFLHQW�PDUNHW�K\SRWKHVLV��VHH�&KDSWHU����LPSOLHV�WKDW�LQYHVWRUV�DQG� ERQGKROGHUV� DUH� DEOH� WR� FRUUHFWO\� GLVFRXQW� LQIRUPDWLRQ�� HFRQRPLF� RU� RWKHUZLVH�� DV� LW�UHODWHV� WR� WKH� IXWXUH� HDUQLQJV� FDSDFLW\� RI� FRPSDQLHV�� 'LVFORVXUH� LQ� WKLV� FRQWH[W� FDQ� KDYH�HFRQRPLF� EHQHILWV� UHVXOWLQJ� IURP� D� ORZHU� FRVW� RI� HTXLW\� DQG� GHEW� FDSLWDO�� LQFUHDVLQJ� WKH�HDUQLQJV� SRWHQWLDO� DQG� VWRFN� PDUNHW� YDOXH� RI� WKH� FRPSDQ\� DQG� WKXV� EHQHILWLQJ� ERWK�PDQDJHPHQW� �ZKRVH� FRPSHQVDWLRQ� SDFNDJH� LV� QRUPDOO\� OLQNHG� WR� VKDUH� SULFH� DQG� HDUQLQJV�
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SHUIRUPDQFH�� DQG� VKDUHKROGHUV�� 8QGHU� WKH� DVVXPSWLRQ WKDW� WKH� REMHFWLYH� RI� WKH� ILUP� LV� WR�PD[LPLVH� LWV� ORQJ� WHUP� FDVK� IORZ�� LW� FDQ� EH� DUJXHG� WKDW� DQ� HQWLW\� EHQHILWV�ZKHQ�GLVFORVXUH�OHDGV�WR�D�ORZHU�FRVW�RI�FDSLWDO��WKH�DVVXPSWLRQ�EHLQJ�WKDW�WKH�JUHDWHU�WKH�LQIRUPDWLYHQHVV�RI�GLVFORVXUHV�� WKH� ORZHU� WKH�FRVW�RI�FDSLWDO��(OOLRW�DQG�-DFREVHQ���������7KXV��FHWHULV�SDULEXV��FRPSDQLHV�ZKLFK�DUH�PRUH�WUDQVSDUHQW�LQ�WHUPV�RI�WKHLU�GLVFORVXUH�VWUDWHJ\�DUH�DUJXHG�WR�KDYH�EHWWHU�DFFHVV�WR�WKH�FDSLWDO�PDUNHWV��(FFOHV�DQG�.KDQ��������DQG�D�ORZHU�FRVW�RI�FDSLWDO��VHH�IRU�H[DPSOH��%RWRVDQ��������&RQRYHU�DQG�:DOODFH��������'KDOLZDO��������6HQJXSWD���������6ZHHQH\���������IRU�H[DPSOH��DUJXHV�WKDW�PDQ\�FRPSDQLHV�UHDOL]H�WKDW�LQVWLWXWLRQDO�LQYHVWRUV�SUHIHU� WR�SXW�PRQH\� LQWR�FRPSDQLHV� WKDW�SURYLGH� ORWV�RI� LQIRUPDWLRQ�DQG� WKDW�JRRG� LQYHVWRU�UHODWLRQV� FDQ� KHOS� WKHLU� VKDUH� SULFH��+HQFH�� LW� FRXOG� EH� DUJXHG� WKDW�PDQDJHUV�ZKR�GLVFORVH�PRUH�HQYLURQPHQWDO� LQIRUPDWLRQ��VXFK�DV� WKDW�FRQWDLQHG� LQ�DQ�HQYLURQPHQW�UHSRUW��GR�VR�RQ�WKH�EDVLV�WKDW�VXFK�GLVFORVXUHV�SURYLGHV�D�PRUH�IDYRXUDEOH�LPSUHVVLRQ�RI�WKH�FRPSDQ\�WR�WKH�VHFXULWLHV�PDUNHWV� DQG� ILQDQFLDO� DQDO\VWV�� VXFK� JRRG� LPSUHVVLRQ� EHLQJ� UHIOHFWHG� LQ� D� KLJKHU�VKDUH�SULFH�WKURXJK�D�ORZHU�FRVW�RI�FDSLWDO��7KLV�OLQH�RI�DUJXPHQW�LV�FRQVLVWHQW�ZLWK�WKDW�RI�WKH�(XURSHDQ� )HGHUDWLRQ� RI� )LQDQFLDO� $QDO\VWV¶� 6RFLHWLHV� �())$6�� ������ ZKR� YLHZ�HQYLURQPHQWDO� LVVXHV� DV� D� PDQDJHPHQW� LVVXH�� DUJXLQJ� WKDW�� LQ� WKH� ����V�� HQYLURQPHQWDO�PDWWHUV�EHFDPH�RQH�RI�(XURSH¶V�PRVW�LPSRUWDQW�PDQDJHPHQW�LVVXHV�EHFDXVH�RI�WKH�SRWHQWLDO�ILQDQFLDO� HIIHFWV� RQ� D� FRPSDQ\¶V� QHW� ZRUWK� RI� VRFLHW\¶V� FRQFHUQ� DERXW� WKH� VWDWH� RI� WKH�HQYLURQPHQW�7KH� ZLGHVSUHDG� FRQFHUQ� RYHU� WKH� FXUUHQW� VWDWH� RI� WKH� HQYLURQPHQW� DQG� WKH�OLPLWHG�VXFFHVV�RI�H[LVWLQJ�SROLFLHV�DIIHFW�HYHU\�OLQN�LQ�WKH�ILQDQFLDO�FKDLQ��IURP�LQYHVWRU� WR�SURGXFHU��7KLV� VLWXDWLRQ� FDXVHV� FRQIXVLRQ�DPRQJ�EDQNV�� LQVXUHUV�DQG�FRUSRUDWH�H[HFXWLYHV�ZKR�UHDOL]H� WKDW� WKURXJK� WKH�FOHDQ�XS�RI� LQGXVWULDO�DFWLYLWLHV�QHW�ZRUWK�PLJKW�EH�HURGHG �())$6�������S����6LPLODUO\��6SHQFHU�&RRNH��������UHSRUWV�WKDW�ZKDW�PDWWHUV�IRU�FRPSDQLHV��DV�IDU�DV�ILQDQFLDO�DQDO\VWV�DUH�FRQFHUQHG��LV�WR�EH�VHHQ�WR�EH�UHSRUWLQJ��&('�UHSUHVHQWLQJ�D�FRQFUHWH�V\PERO�RI�PDQDJHPHQW¶V� FRPPLWPHQW� WR� HQYLURQPHQWDO� LVVXHV���� $� FRQFHUQ� ZLWK� DVVXDJLQJ� ILQDQFLDO�DQDO\VWV¶�FRQFHUQV�DERXW�WKH�SRWHQWLDO�LPSDFW�RI�IXWXUH�HQYLURQPHQWDO�FRVWV�DQG�OLDELOLWLHV�RQ�WKH�QHW�ZRUWK�RI�D�EXVLQHVV�FRXOG�EH�VHHQ�DV�D�SRVVLEOH�PRWLYDWLRQ�IRU�FRPSDQLHV�LQFUHDVLQJ�WKHLU� UHSRUWLQJ� RI� HQYLURQPHQWDO� LQIRUPDWLRQ� WKURXJK� VWDQG�DORQH� FRUSRUDWH� HQYLURQPHQW�UHSRUWV�� 7KH� JURZLQJ� DZDUHQHVV� DPRQJVW� LQVWLWXWLRQDO� LQYHVWRUV� GXULQJ� WKH� ����V� RI� WKH�SRVVLEOH�ILQDQFLDO�LPSOLFDWLRQV�RI�VRFLHW\¶V�LQFUHDVHG�FRQFHUQ�IRU�WKH�VWDWH�RI�WKH�HQYLURQPHQW�PD\�EH� DUJXHG� WR�KDYH�FUHDWHG�FRQGLWLRQV�� LQ�D�G\QDPLF�FRQWH[W��XQGHU�ZKLFK�PDQDJHPHQW�KDG� HFRQRPLF LQFHQWLYHV� IRU� LQFUHDVLQJ� WKHLU� UHSRUWLQJ� RI� HQYLURQPHQWDO� LVVXHV�� 6XFK� D�SHUVSHFWLYH�ZRXOG�EH�HQWLUHO\�FRQVLVWHQW�QRW�RQO\�ZLWK�LQFUHDVHG�UHSRUWLQJ�RI�HQYLURQPHQWDO�LVVXHV� E\� FRPSDQLHV� LQ� WKH� HDUO\� ����V� EXW� DOVR� ZLWK� D� IRFXV� RI� VXFK� UHSRUWLQJ� RQ� D�FRPSDQ\¶V�VWUDWHJ\�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�LVVXHV��L�H��HQYLURQPHQWDO�SROLF\��DQG�RI�WKH�HQYLURQPHQWDO� DVSHFWV�RI�D�FRPSDQ\¶V�SURGXFWV�DQG�SURFHVVHV�� WKH� ODWWHU� LQ�SDUWLFXODU�EHLQJ�LPSRUWDQW� LQ� WHUPV� RI� PLWLJDWLQJ� H[SRVXUH� WR� HQYLURQPHQWDO� ULVN� �%ODFFRQLHUH� DQG� 3DWRQ���������'LVFORVXUHV�ZKLFK�GHSLFW�FRPSDQLHV�DV�DGRSWLQJ�HQYLURQPHQWDO�SROLFLHV�DQG�VWUDWHJLHV�DQG� µHQYLURQPHQWDOO\�IULHQGO\¶� SURGXFWV� DQG� SURFHVVHV� PD\� DUJXDEO\� SURYLGH� D� SRVLWLYH�VLJQDO� WR� LQYHVWRUV� DQG� WKH� VHFXULWLHV� PDUNHWV� JHQHUDOO\� WKDW� PDQDJHPHQW� LV� UHVSRQGLQJ�UHVSRQVLEO\� WR� VRFLHW\¶V� FRQFHUQ� IRU� WKH� VWDWH� RI� WKH� HQYLURQPHQW� DQG� WKXV� UHGXFLQJ� WKH�OLNHOLKRRG�RI�VWDWH�RU�UHJXODWRU\�LQWHUIHUHQFH�DQG�WKXV�DQ\�FRQVHTXHQWLDO�ZHDOWK�WUDQVIHUV��$V�VKRZQ�LQ�7DEOH������DERYH��ERWK�'DLPOHU�%HQ]�DQG�*ROGVFKPLGW�VWDWHG�WKDW�WKHLU�UHDVRQ�IRU�
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SXEOLVKLQJ� WKHLU� ILUVW� FRUSRUDWH� HQYLURQPHQW� UHSRUW� ZDV� WR� GHPRQVWUDWH� WKDW� WKH� UHVSHFWLYH�RUJDQL]DWLRQ�ZDV�OLYLQJ�XS�WR�LWV�VRFLDO�UHVSRQVLELOLW\�YLV�j�YLV�WKH�HQYLURQPHQW��$OWKRXJK�WKH�GLVFORVXUH�RI�D�ILUP¶V�VWUDWHJ\�WR�UHGXFH�HQYLURQPHQWDO�ULVN�FRXOG�EH�XVHIXO�WR�RWKHU�ILUPV�LQ�WKH� VDPH� LQGXVWU\�� SURSULHWDU\� FRVWV� �L�H�� FRVWV� DVVRFLDWHG� ZLWK� GLVFORVXUHV� WKDW� SURYLGH� D�FRPSHWLWLYH� DGYDQWDJH� WR� ULYDO� ILUPV�� UHODWHG� WR� HQYLURQPHQWDO� GLVFORVXUH� FRXOG� EH�RXWZHLJKHG�E\�WKH�LQFUHDVH�LQ�ILUP�YDOXH�ZKLFK�UHVXOWV�IURP�SURYLGLQJ�SRVLWLYH�VLJQDOV�WR�WKH�PDUNHW��)URP�WKLV�SHUVSHFWLYH��D�WUHQG�RI�LQFUHDVLQJ�OHYHOV�RI�µJRRG¶�QHZV�FRQFHUQLQJ�D�ILUP¶V�HQYLURQPHQWDO� HIIRUWV� PD\� EH� LQWHUSUHWHG� DV� SDUW� RI� PDQDJHPHQW¶V� VWUDWHJ\� WR� VLJQDO� WR�VKDUHKROGHUV� DQG� ERQGKROGHUV� D� ORZHU� OHYHO� RI� H[SRVXUH� WR� HQYLURQPHQWDO� ULVN� DQG� IXWXUH�UHJXODWRU\�FRVWV��%ODFFRQLHUH�DQG�3DWRQ���������+RZHYHU��ZKDW� LV�QRW� VR�HYLGHQW� IURP� WKH�SUHFHGLQJ�DQDO\VLV� LV�ZK\�VR� OLWWOH�HPSKDVLV�ZDV�SODFHG� E\�%HQHOX[� DQG�*HUPDQ� FRPSDQLHV� RQ� UHSRUWLQJ� RQ WKH� ILQDQFLDO� DVSHFWV� UHODWHG� WR�LVVXHV�VXFK�DV�IXWXUH�HQYLURQPHQWDO�FRVWV�DQG�IXWXUH�DQG�SDVW�HQYLURQPHQWDO�REOLJDWLRQV�DQG�FRQWLQJHQW� REOLJDWLRQV� �)LJXUH� ������� 8QGHU� ($7�� D� SROLF\� RI� JUHDWHU� RSHQQHVV� ZRXOG��RVWHQVLEO\�� OHDG� WR� LQFUHDVHG�HPSKDVLV�RQ�ILQDQFLDO�DVSHFWV� LQ� WHUPV�RI�DVVXULQJ�LQYHVWRUV�RI�PDQDJHPHQW¶V�FRQFHUQ�ZLWK�DQG�FRPSHWHQFH�WR�PDQDJH�VXFK�LVVXHV��$V�GHVFULEHG�LQ�&KDSWHU��� �6HFWLRQ� ������ PDUNHWV�EDVHG� UHVHDUFK� XQGHU� WKH� DGYHUVH� VHOHFWLRQ� DUJXPHQW� �*URVVPDQ�������� 0LOJURP�� ������ IRU� IXOO� GLVFORVXUH� RI� YDOXDWLRQ�UHOHYDQW� LQIRUPDWLRQ� DVVHUWV� WKDW� LI�SRWHQWLDO� LQYHVWRUV�DUH�DZDUH�WKDW�D�FHUWDLQ�LQIRUPDWLRQ�LV�EHLQJ�ZLWKKHOG�E\�D�ILUP��WKHQ��LQ�WKH�DEVHQFH�RI� IXOO�GLVFORVXUH�� LQYHVWRUV�ZLOO� UDWLRQDOO\�PDUN�GRZQ� WKH�YDOXH�RI� WKH� ILUP�E\�DVVXPLQJ WKH� ZRUVW� FDVH� �)HNUDW� HW� DO��� ������� ,W� FRXOG� EH� DUJXHG� WKDW� VXFK� LVVXHV� ZHUH�FRQVLGHUHG� E\� PDQDJHPHQW� WR� KDYH� EHHQ� VXIILFLHQWO\� DGGUHVVHG� ZLWKLQ� WKH� WUDGLWLRQDO�ILQDQFLDO� UHSRUWLQJ� IUDPHZRUN� DQG� WKXV� QHHGHG� QR� IXUWKHU� H[SODQDWLRQ�� +RZHYHU�� DV�LOOXVWUDWHG�E\� WKH�H[SHULHQFH�RI� WKH�6(&�LQ� WKH�86� LQ� UHODWLRQ� WR�WKH�REOLJDWLRQV�RU�SRVVLEOH�REOLJDWLRQV�RI�86�OLVWHG�FRPSDQLHV�XQGHU�WKH�6XSHUIXQG��VHH�&KDSWHU����6HFWLRQ�������RXWVLGH�LQYHVWRUV�DQG�FUHGLWRUV�FDQQRW�UHO\�RQ�WKH�ILQDQFLDO�UHSRUWLQJ�IUDPHZRUN�WR�DFFXUDWHO\�UHIOHFW�WKH�FRVWV�DQG�ULVNV�UHODWHG�WR�FRPSOLDQFH�ZLWK�HQYLURQPHQWDO�ODZV��(1'6���������6LPLODUO\��GHYHORSPHQWV� LQ� ����� VXUURXQGLQJ�$%%��(XURSH¶V� ODUJHVW� HQJLQHHULQJ� ILUP�DW� WKDW� WLPH�� LQ�UHODWLRQ� WR� DVEHVWRV�UHODWHG� FODLPV� LQ� WKH� 86�� GHVSLWH� WKH� SDUHQW� FRPSDQ\¶V�PDQDJHPHQW¶V�DWWHPSWV� WR� µULQJ�IHQFH¶� WKHVH� OLDELOLWLHV�ZLWKLQ� WKH� VXEVLGLDU\� FRQFHUQHG��SURYLGHG� D� VDOLHQW�UHPLQGHU�RI� WKH�KXJH�SRWHQWLDO�� EXW� DV�\HW� XQ�ERRNHG�� OLDELOLWLHV�ZKLFK�H[LVW� DQG�ZKLFK�FDQ�KDYH� GUDPDWLF� LPSOLFDWLRQV� IRU� LQYHVWRU� FRQILGHQFH�� $� PXFK� PRUH� �VHHPLQJO\�� SODXVLEOH�DUJXPHQW�LV�WKDW�PDQDJHPHQW�ZHUH�QRW�JLYLQJ�SULRULW\�WR�UHSRUWLQJ�RQ�WKH�FRVW�LPSOLFDWLRQV�RI�D�PRUH�VWULQJHQW�DSSOLFDWLRQ�ZLWKLQ�WKH�(XURSHDQ�8QLRQ�RI�WKH�µSROOXWHU�SD\V¶�SULQFLSOH��VHH��IRU�H[DPSOH��&(&���������DLGHG�SHUKDSV�E\�D�SHUFHSWLRQ�DPRQJVW�LQYHVWRUV�WKDW�PDQDJHPHQW�GRHV�QRW�KDYH� VXFK� LQIRUPDWLRQ� �ZKLFK�VHHPV� OLNHO\�EDVHG�RQ�SUHVHQW�NQRZOHGJH�� VHH�� IRU�H[DPSOH�� %HEELQJWRQ� HW� DO��� ������ +LEELWW� DQG� .DPS�5RHODQGV�� ������ ����D��� +HQFH�� LQ�WHUPV�RI�WKH�GLYLGLQJ�OLQH�ZKLFK�VHSDUDWHV�LQYHVWRU�YDOXDWLRQ�UHOHYDQW�LQIRUPDWLRQ�IURP�QRQ�YDOXDWLRQ� UHOHYDQW� LQIRUPDWLRQ�� PRUH� GHWDLOHG� HQYLURQPHQWDO� FRVWLQJ� GDWD�� VXFK� DV� WKDW�SURYLGHG�E\�H[SHULPHQWV�LQWR�IRUPV�RI�IXOO�FRVW�SULFLQJ�PD\�IDOO�LQWR�WKH�ODWWHU�FDWHJRU\�RQWKH�DVVXPSWLRQ� WKDW�� HYHQ� XQGHU� WKH�ZRUVW� FDVH� VFHQDULR� �)HNUDW�HW� DO��� ������� LQYHVWRUV� GR� QRW�H[SHFW�JRYHUQPHQWV� WR� IRUFH�FRPSDQLHV� WR�EHDU� WKH� IXOO� HQYLURQPHQWDO� �DQG�VRFLDO��FRVWV�RI�WKHLU�DFWLYLWLHV����)URP�WKH�ODWWHU�SHUVSHFWLYH��LQIRUPDWLRQ�RQ�WKH�IXOO�HQYLURQPHQWDO�FRVWV�RI�D�ILUP¶V�DFWLYLWLHV�KDV�QR�YDOXH�ZKDWVRHYHU�WR�WKH�RXWVLGH�VKDUHKROGHUV�RU�ERQGKROGHUV�DQG�WKXV�
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PDQDJHUV�ZRXOG� QRW� EH� H[SHFWHG� WR� VXSSO\� LW� RU� EH� UHZDUGHG� IRU�GRLQJ� VR� �%HQVWRQ�� ������:DWWV��������
������ 0DQDJHULDO�VWDNHKROGHU�WKHRU\��067�067�PD\�DOVR�RIIHU� LQVLJKWV� LQWR� WKH�PRWLYHV�XQGHUO\LQJ� LQFUHDVHG� WUHQGV� LQ�HQYLURQPHQWDO�GLVFORVXUHV� RYHU� WLPH�� ,Q� D� G\QDPLF� FRQWH[W�� WKH� ERXUJHRLV�PRGHO� RI� VWDNHKROGHU� WKHRU\� DV�RXWOLQHG� LQ� &KDSWHU� �� ZRXOG� VXJJHVW� WKDW� FRUSRUDWH� GLVFORVXUH� LV� XVHG�E\� PDQDJHPHQW� LQ�QHJRWLDWLQJ�HPHUJLQJ�VRFLDO�LVVXHV�ZLWK�WKH�YDULRXV�VWDNHKROGHU�JURXSV�ZLWKLQ�VRFLHW\��7KXV��LW�KDV�EHHQ�DUJXHG�WKDW�&('�LV�XVHG�E\�PDQDJHPHQW�LQ�DWWHPSWLQJ�WR�QHJRWLDWH�WKH�FRQFHSW�RI�µHQYLURQPHQW¶�DQG�WR�VHFXUH�D�VWURQJ��FRQWUROOLQJ�LQIOXHQFH�RYHU�FRPSDQLHV¶�UHODWLRQVKLS�ZLWK�VRFLHW\� LQ� JHQHUDO� DQG� HQYLURQPHQWDO� SUHVVXUH� JURXSV� LQ� SDUWLFXODU� �*UD\�HW� DO��� ����D������E���:KHQ�DSSOLHG� LQ� D�G\QDPLF�� VRFLDO� FRQWH[W�� VXFK�D�SHUVSHFWLYH� LV�FRQVLVWHQW�ZLWK�D�VXSSOH� UHSRUWLQJ� VWUDWHJ\�XQGHU�ZKLFK PDQDJHPHQW�JLYHV� LQFUHDVLQJ�RU�GHFUHDVLQJ� OHYHOV�RI�HPSKDVLV�WR�VSHFLILF�DUHDV�RI�&65�DFFRUGLQJ�WR�WKH�GHJUHH�WR�ZKLFK�WKHVH�DUHDV�DUH�SHUFHLYHG�DV�EHLQJ� LPSRUWDQW� WR� LWV�NH\�VWDNHKROGHUV��$V�VKRZQ�LQ�7DEOH������DERYH��LWHP��LL����VHYHQ�FRPSDQLHV� LQ� WKH� SUHVHQW� VWXG\� LQGLFDWHG� WKDW� WKH� UHDVRQ� IRU� SURYLGLQJ� WKHLU� ILUVW� FRUSRUDWH�HQYLURQPHQW� UHSRUW� ZDV� WR� SURYLGH� LQIRUPDWLRQ� WR� VRFLHW\� DQG� VWDNHKROGHUV� LQ� UHODWLRQ� WR�HQYLURQPHQWDO� LVVXHV�� 8QGHU� WKH� WKHRUHWLFDO� IUDPHZRUN� SURYLGHG� E\�067� �VHH� &KDSWHU� ����VXFK� D� UHSRUWLQJ� VWUDWHJ\� LV� VHHQ� DV� EHLQJ� LQIOXHQFHG� E\� WKH� GHJUHH� WR� ZKLFK�PDQDJHPHQW�FRQVLGHUV� WKHUH� LV� D� QHHG� WR� EH� VHHQ� DV� UHVSRQGLQJ� WR� FKDQJLQJ� VWDNHKROGHU� FRQFHUQV� DQG�SULRULWLHV��VXFK�QHHG�EHLQJ�GHWHUPLQHG�LQ�ODUJH�SDUW�E\�WKH�GHJUHH�WR�ZKLFK�WKH�RUJDQL]DWLRQ�LV�GHSHQGHQW�RQ�WKH�VXSSRUW�RI�YDULRXV�VWDNHKROGHU�JURXSV��7KXV��WKH�JUHDWHU�WKH�LPSRUWDQFH�RI�D�SDUWLFXODU�VWDNHKROGHU�JURXS�WR�WKH�RYHUDOO�ORQJ�WHUP�VWUDWHJLF�REMHFWLYHV�RI�WKH�RUJDQL]DWLRQ��HFRQRPLF� RU� RWKHUZLVH�� WKH�PRUH� HPSKDVLV�PDQDJHPHQW� LV�VDLG� WR� SODFH� RQ� QHJRWLDWLQJ� LWV�UHODWLRQVKLS�ZLWK�WKDW�VWDNHKROGHU�JURXS��)UHHPDQ��������������������,Q�WKH�FRQWH[W�RI�&65��VWDNHKROGHU�WKHRU\�KDV�EHHQ�XVHG�WR�H[SODLQ�YDULDWLRQV�LQ�FHUWDLQ�DUHDV�RI�VRFLDO�GLVFORVXUH�RYHU�WLPH�DV�QHZ�LVVXHV�DULVH�DQG�ROGHU�LVVXHV�GHFOLQH��VHH��IRU�H[DPSOH��*UD\�HW�DO�������E��DQG�DFURVV�D�UHODWLYHO\�QDUURZ�IURQW�RI�GRPLQDQW�LVVXHV��VHH��IRU�H[DPSOH��5REHUWV��5����������*UD\�HW�DO�� �����E���IRU�H[DPSOH��VXJJHVW� WKDW� WKH�GHFOLQH�LQ�GLVFORVXUHV�FRQFHUQLQJ�UHGXQGDQF\�DQG�LQGXVWULDO�UHODWLRQV�DQG�YDOXH�DGGHG��RQ�WKH�RQH�KDQG��DQG�WKH�ULVH�LQ�GDWD�RQ� LQGXVWULDO� WUDLQLQJ�DQG�HTXDO�RSSRUWXQLWLHV�DQG�KHDOWK�DQG�VDIHW\��UHVSHFWLYHO\��RQ�WKH�RWKHU��E\�8.�FRPSDQLHV�RYHU�WKH�SHULRG������WR������PD\�EH�H[SODLQHG�E\�PDQDJHPHQW�RSHUDWLQJ� D� V\VWHP� RI� µFRPSHQVDWLRQ¶� LQ� ZKLFK� QHZ� DQG� HPHUJLQJ� LVVXHV� DUH� VWUDWHJLFDOO\�PDQDJHG�ZKLOVW� DWWHQWLRQ� WR� ROGHU�� SUHYLRXVO\�QHJRWLDWHG� �DQG� WKXV�� VHWWOHG�� LVVXHV�GHFOLQHV��$SSO\LQJ� WKLV� SHUVSHFWLYH� WR� WKH� SUHVHQW� VWXG\�� D� UH�H[DPLQDWLRQ� RI� )LJXUHV� ����� DQG �����DERYH� WKURXJK� WKH� OHQV�RI�D�PDQDJHULDOLVW�PRGHO�RI�VWDNHKROGHU� WKHRU\�RIIHUV�DQ�DOWHUQDWLYH��SODXVLEOH� H[SODQDWLRQ� IRU� WKH� WUHQGV� LQ� HQYLURQPHQWDO�� KHDOWK� DQG� VDIHW\� DQG� HQHUJ\�GLVFORVXUHV� E\� %HQHOX[� DQG� *HUPDQ� FRPSDQLHV� RYHU� WKH� SHULRG� ����� WR� �����DORQJ� WZR�IURQWV��)LUVWO\��LW�PD\�EH�FRQMHFWXUHG�WKDW�KHDOWK�DQG�VDIHW\�DQG�HQHUJ\�LVVXHV�KDG�EHHQ�ODUJHO\�VDWLVIDFWRULO\�QHJRWLDWHG��DQG�WKXV�VHWWOHG��LQ�WKH�%HQHOX[�DQG�*HUPDQ�VRFLHWLHV��UHVSHFWLYHO\��WKURXJK� YDULRXV� UHJXODWRU\� DQG� YROXQWDU\� DJUHHPHQWV� ZLWK� WKH� NH\� VWDNHKROGHU� JURXSV�FRQFHUQHG��QRWDEO\�HPSOR\HHV�DQG�WKHLU�UHSUHVHQWDWLYHV��&RQVHTXHQWO\�WKHVH�DVSHFWV�UHTXLUHG�OLWWOH�LQ�WKH�ZD\�RI�DGGLWLRQDO�µFRPSHQVDWLRQ¶�WKURXJK�&65�&('��&RQYHUVHO\��JURZLQJ�SXEOLF�FRQFHUQ� DERXW� WKH� VWDWH� RI� WKH� QDWXUDO� HQYLURQPHQW� LQ� WKH� ����V� DQG� RI� WKH� DVVRFLDWHG�UHVSRQVLELOLWLHV�RI�EXVLQHVV�FRXOG�EH�FRQVWUXHG�DV�JLYLQJ�ULVH�WR�QHZ�VWDNHKROGHU�FRQFHUQV�RQ�
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DQ�HPHUJLQJ��GRPLQDQW� LVVXH�ZKLFK�UHTXLUHG��UH��QHJRWLDWLRQ�LQ�WHUPV�RI� LWV�SRVVLEOH� LPSDFW�RQ� WKH� ORQJ� WHUP�VWUDWHJLF JRDOV�RI� WKH�RUJDQL]DWLRQ��6HFRQGO\��DQG� OLQNHG� WR� WKH� IRUHJRLQJ��WKH�FRPSHQVDWLRQ�UHTXLUHG�LQ�WKH�IRUP�RI�LQFUHDVHG�OHYHOV�RI�&('��)LJXUH�������LV�VWUXFWXUHG�DORQJ� D� QDUURZ� HFRQRPLF� IURQW� ZKLFK� HPSKDVLVHV� PDQDJHPHQW¶V� IRFXV� RQ� WKH� FRPSDQ\¶V�SURGXFWV� DQG� SURFHVVHV� DQG� VWUDWHJLF� �L�H�� SROLF\�� LVVXHV� �)LJXUH� ������� VXFK� LVVXHV� EHLQJ�SHUFHLYHG� WR� EH� RI� FRQFHUQ� WR� WKH� RUJDQL]DWLRQ¶V� PRVW� LPSRUWDQW� VWDNHKROGHUV�� L�H�� LWV�VKDUHKROGHUV�� HPSOR\HHV� DQG� FXVWRPHUV� �&KDSWHU� ��� 7DEOH� ������ 0XFK� PRUH� OLPLWHG�FRPSHQVDWLRQV� LQ� WKH� DUHDV�RI� VWDNHKROGHU� UHODWLRQV� DQG�VXVWDLQDELOLW\� �)LJXUH�������PD\�EH�FRQVWUXHG�DV�UHIOHFWLQJ�D�PDQDJHULDOLVW�SHUVSHFWLYH�ZKLFK�UHJDUGV�VXFK�DUHDV�RI�GLVFORVXUH�DV�UHODWLYHO\�XQLPSRUWDQW� WR� WKH�RUJDQL]DWLRQ¶V�NH\� VWDNHKROGHU�JURXSV� �VHH�&KDSWHU����6HFWLRQ�������7KRVH�VWDNHKROGHU�JURXSV�ZKLFK�PD\�EH�DVVXPHG�WR�KDYH�SDUWLFXODU�FRQFHUQ�IRU�LVVXHV�RI� VWDNHKROGHU�GHPRFUDF\�DQG�VXVWDLQDELOLW\�� L�H��(1*2V��RWKHU�SUHVVXUH�JURXSV�DQG�1*2V��ZHUH�IRXQG�WR�EH�UHODWLYHO\�XQLPSRUWDQW�WR�WKH�ILUP�LQ�FRPSDULVRQ�WR�RWKHU�VWDNHKROGHU�JURXSV��&KDSWHU� ��� 7DEOH� ������ +HQFH�� D� FRPPXQLFDWLRQV� VWUDWHJ\� ZKLFK� LJQRUHG� WKH� QHHGV� DQG�ZLVKHV� RI� WKHVH� VWDNHKROGHU� JURXSV� ZRXOG� EH� HQWLUHO\� FRQVLVWHQW� ZLWK� WKH� VWDNHKROGHU�LPSRUWDQFH�DUJXPHQW�XQGHU�067�DV�VHW�RXW�LQ�&KDSWHU����,Q�HIIHFW��PDQDJHPHQW�GRHV�QRW�IHHO�WKH�QHHG�WR��UH��QHJRWLDWH�WKH�FRQFHSW�RI�FRUSRUDWH�HQYLURQPHQWDO�UHVSRQVLELOLW\�ZLWK�LWV�PRVW�LPSRUWDQW� VWDNHKROGHU�JURXSV� VLQFH� WKHVH�JURXSV�DUH�SHUFHLYHG� WR�SODFH�D�KLJKHU�SULRULW\�RQ�RWKHU� FRUSRUDWH� UHVSRQVLELOLWLHV�� VXFK� DV� SURILWDELOLW\�� VHFXULW\� RI� HPSOR\PHQW� DQG� SURGXFW�GHYHORSPHQW�DQG�UHOLDELOLW\�
������ 2UJDQL]DWLRQDO�OHJLWLPDF\�WKHRU\��2/7�7KH� ERXUJHRLV�� PDQDJHPHQW�FHQWUHG�PRGHO� RI� OHJLWLPDF\� WKHRU\� DV� GHVFULEHG� LQ� &KDSWHU� ��GLIIHUV� IURP� WKH�SHUVSHFWLYHV�RIIHUHG�E\�HLWKHU�($7�RU�067� LQ� WKDW��ZKHUHDV� WKH� ODWWHU� WZR�WKHRULHV� GHSLFW� YROXQWDU\� GLVFORVXUH� DV� D� SUHGRPLQDQWO\� DFWLYH IXQFWLRQ� RQ� WKH� SDUW� RI�PDQDJHPHQW�� OHJLWLPDF\�WKHRU\�VXJJHVWV� WKDW�VXFK�DFWLYLW\� LV� ODUJHO\�D�UHDFWLRQ WR�SHUFHLYHG�WKUHDWV�WR�D�EXVLQHVV�RUJDQL]DWLRQ¶V�VRFLDO�OHJLWLPDF\����7KH�H[LVWHQFH�RI�VXFK�WKUHDWV�LV�URRWHG�LQ� WKH� QRWLRQ� WKDW� EXVLQHVV� RUJDQL]DWLRQV� KDYH� D� VRFLDO� FRQWUDFW�ZLWK� WKH� VRFLHWLHV� LQ�ZKLFK�WKH\�RSHUDWH�� WKH�WHUPV�RI�WKLV�FRQWUDFW�EHLQJ�GHWHUPLQHG�E\�WKH�YDOXHV��QRUPV��FXVWRPV�DQG�DWWLWXGHV�RI� WKRVH�VRFLHWLHV�DV�D�ZKROH��$�VRFLHW\¶V�YDOXHV��QRUPV��FXVWRPV�DQG�DWWLWXGHV�DUH�QRW� VHHQ� DV� VWDWLF� EXW� G\QDPLF�� FKDQJLQJ� RYHU� WLPH� DQG� WKXV� WKH� VRFLDO� FRQWDFW� LV� LWVHOI�G\QDPLF�� :KHUH� OHJLWLPDF\� EHFRPHV� SUREOHPDWLF�� &65� LV� VHHQ� DV� D� WDFWLF� DYDLODEOH� WR�FRUSRUDWLRQV� ZKR� VHHN� WR� PDLQWDLQ�� UHFODLP� RU� LPSURYH� WKHLU� VWDWXV� RI� OHJLWLPDF\� E\�HPSOR\LQJ�YDULRXV� OHJLWLPLVLQJ�VWUDWHJLHV�ZKLFK� LQYROYH��L��DFWXDO�FKDQJH�RQ� WKH�SDUW�RI� WKH�RUJDQL]DWLRQ���LL��DWWHPSWV�WR�PDQLSXODWH�DQG�RU�LQIOXHQFH�WKH�H[SHFWDWLRQV�DQG�RU�SHUFHSWLRQV�RI�VRFLHW\��RU��LLL��DWWHPSWV�WR�GHOLEHUDWHO\�DYRLG�DQ�LVVXH�WKURXJK�LWV�QRQ�UHSRUWLQJ��'HHJDQ�������� 'RZOLQJ� DQG� 3IHIIHU�� ������ *XWKULH� DQG� 3DUNHU�� ������ 2¶'RQRYDQ�� ����E�� ������2OLYHU�� ����� /LQGEORP�� ������ 6HWKL�� ������ ������� $JDLQVW� D� EDFNJURXQG� RI� LQFUHDVLQJ�VRFLHWDO� H[SHFWDWLRQV�RQ�FRPSDQLHV� WR�GHPRQVWUDWH� WKHLU� FRPPLWPHQW� WR� LPSURYHG� OHYHOV�RI�HQYLURQPHQWDO�SHUIRUPDQFH��&65�LV�DUJXHG�WR�EH�RQH�RI�WKH�PHFKDQLVPV�E\�ZKLFK�EXVLQHVV�RUJDQL]DWLRQV�VDWLVI\��RU�PDQLSXODWH��WKRVH�H[SHFWDWLRQV��*UD\�HW�DO�������E��,Q�WKLV�FRQWH[W��OHJLWLPDF\�WKHRU\�FDQ�DOVR�EH�XVHG�WR�H[SODLQ�WKH�UHODWLYHO\�ORZ�LQFLGHQFH�RI�ERWK� KHDOWK� DQG� VDIHW\� DQG� HQHUJ\� GLVFORVXUHV� UHODWLYH� WR� HQYLURQPHQWDO� GLVFORVXUHV� �VHH�)LJXUH� ����� DERYH��� :KHUHDV� WKH� ODWWHU� PD\ EH� VHHQ� DV� SDUW� RI� D� SHUFHLYHG� QHHG� WR�GHPRQVWUDWH� &65HVS� LQ� WKH� FRQWH[W� RI� FKDQJLQJ� VRFLDO� H[SHFWDWLRQV�� GDWD� SURYLGHG� E\� WKH�
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SUHVHQW� VWXG\�ZRXOG� VHHP� WR� VXJJHVW� WKDW�KHDOWK�DQG�VDIHW\�DQG�HQHUJ\�ZHUH�QRW� OHJLWLPDF\�LVVXHV�WKURXJKRXW�WKH�SHULRG��,Q�UHODWLRQ�WR�KHDOWK�DQG�VDIHW\�LVVXHV��LW�FRXOG�EH�VSHFXODWHG�WKDW�WKH� FRPSHWHQFH� RU� EHKDYLRXU� RI�%HQHOX[� DQG�*HUPDQ� FRPSDQLHV� LQ� WKLV� DUHD�PDLQWDLQHG� D�VWDWH� RI� OHJLWLPDF\�� SHUKDSV� EHFDXVH� RI� D� ORQJ� KLVWRU\� RI� HPSOR\HH� SURWHFWLRQ�� FRQVXOWDWLRQ�DQG� GLVFORVXUH� WKURXJK� UHJXODWLRQ��:RUNHUV¶� &RXQFLOV� DQG� HPSOR\HH� UHSRUWV�UHSRUWLQJ�� 7KH�ODFN�RI� FRQFHUQ�ZLWK�HQHUJ\� LVVXHV� LV� VRPHZKDW�GLIIHUHQW�JLYHQ� WKDW� WKHUH�ZDV�FRQVLGHUDEOH�GLVFXVVLRQ� LQ� WKH� ODWH� ����V� DQG� HDUO\� ����V� FRQFHUQLQJ� WKH� QHHG� IRU� DQG� HFRQRPLF�DGYLVDELOLW\� RI� HQHUJ\� HIILFLHQF\� �*UD\� HW� DO��� ����E��� 8VLQJ� WKH� OHJLWLPDF\� IUDPHZRUN�� LW�FRXOG� EH� VSHFXODWHG� HLWKHU� WKDW� %HQHOX[� DQG� *HUPDQ� FRPSDQLHV� PDLQWDLQHG� D� VWDWH� RI�OHJLWLPDF\�LQ�WKLV�DUHD�RU�WKDW�HQHUJ\�HIILFLHQF\�ZDV�VLPSO\�QRW�DQ�LVVXH�ZKLFK�H[HUFLVHG�WKHPLQGV� RI� WKH� µUHOHYDQW� SXEOLFV¶� �L�H�� WKRVH� FRQWUROOLQJ� WKH� GHJUHH� RI� FRQVHQVXV� JUDQWHG� WR�EXVLQHVV�RUJDQL]DWLRQV�WR�RSHUDWH�ZLWKLQ�VRFLHW\��3UHVWRQ�DQG�3RVW���������GXULQJ�WKLV�SHULRG��7KH�ODWWHU�FRQMHFWXUH�VHHPV�PRUH�SODXVLEOH�JLYHQ�WKDW�WKHUH�ZDV�QR�HQHUJ\�FULVLV�GXULQJ�WKLV�SHULRG�RQ�DQ\WKLQJ�OLNH�WKH�VFDOH�H[SHULHQFHG�LQ�WKH�����V�IROORZLQJ�WKH������RLO�FULVLV��DQG�WKDW� FRQFHUQV� RYHU� HQHUJ\� SROOXWLRQ� �VXFK� DV� DFLG� UDLQ�� JOREDO�ZDUPLQJ�DQG�QXFOHDU�SRZHU��WHQGHG�WR�EH�GLVFXVVHG�ZLWKLQ�WKH�JHQHUDO�FRQWH[W�RI�HQYLURQPHQWDO�LVVXHV�&RQYHUVHO\��WKH�VLJQLILFDQW�LQFUHDVH�LQ�HQYLURQPHQWDO�GLVFORVXUH�WKURXJKRXW�WKH�SHULRG�RI�WKH�VWXG\�PD\�EH�LQWHUSUHWHG�DV�FRQVLVWHQW�ZLWK�RQH�RU�DOO�RI�WKH�GLIIHUHQW�OHJLWLPDWLRQ�VWUDWHJLHV�XQGHU� 2/7� DV� LGHQWLILHG� LQ� &KDSWHU� ��� 6HFWLRQ� ����� :KLFK� SDUWLFXODU� VWUDWHJ\� LV� EHLQJ�HPSOR\HG� DQG� E\� KRZ� PDQ\� FRPSDQLHV� LV� PRUH� GLIILFXOW� WR� LQWHUSUHW�� QRW� OHDVW� EHFDXVH�LQGLYLGXDO�FRPSDQLHV�PD\�EH�HPSOR\LQJ�PRUH�WKDQ�RQH�OHJLWLPDWLRQ�VWUDWHJ\�DW�DQ\�RQH�WLPH��/LQGEORP�� ������� 7KHUH� LV�� IRU� H[DPSOH�� FOHDU� HYLGHQFH� RI� LQWHUQDO� FKDQJHV� WDNLQJ� SODFH�ZKLFK� DUH� FRQVLVWHQW� ZLWK� 'RZOLQJ� DQG� 3IHLIIHU¶V� ������� OHJLWLPDWLRQ� VWUDWHJ\� LQYROYLQJ�DGDSWDWLRQV� WR� WKH� RUJDQL]DWLRQ¶V� RXWSXW�� JRDOV� DQG� PHWKRGV� RI� RSHUDWLRQ� �VHH� 7DEOH� �����DERYH��LWHP��L����)XUWKHU�HYLGHQFH�RI�VXFK�FKDQJHV�FDQ�EH�IRXQG�LQ�WKH�HQYLURQPHQWDO�SROLF\�VWDWHPHQWV� SURYLGHG� E\� %HQHOX[� DQG� *HUPDQ� FRPSDQLHV�� D� VXEVWDQWLDO� PLQRULW\� RI� ZKLFK�GLVFORVHG� TXDQWLILHG� WDUJHWV� LQ� UHODWLRQ� WR� WKH� RUJDQL]DWLRQ¶V� JRDOV� DQG� REMHFWLYHV�� 7R� WKH�H[WHQW� WKDW VXFK� SROLF\� VWDWHPHQWV� UHIOHFW� D� UHDO� FKDQJH� LQ� FRUSRUDWH� HQYLURQPHQWDO�SHUIRUPDQFH�� WKH� UHSRUWLQJ� RI� WKHVH� FKDQJHV� PD\� EH� VDLG� WR� DFFRUG� ZLWK� D� OHJLWLPDWLRQ�VWUDWHJ\�LQYROYLQJ��L��DQ�DFWXDO�FKDQJH�LQ�FRUSRUDWH�SHUIRUPDQFH�DQG��LL��WKH�XVH�RI�&('�E\�WKH� FRPSDQLHV� FRQFHUQHG� WR� HGXFDWH� DQG� LQIRUP� WKHLU� UHOHYDQW� SXEOLFV� DERXW� WKH� FKDQJHG�SHUIRUPDQFH� �/LQGEORP�� ������� +RZHYHU�� WKHUH� LV� DOVR� HYLGHQFH� ZKLFK� VXJJHVWV� WKDW�PDQDJHPHQW� LV� LQYROYHG� LQ� VHHNLQJ� WR� LQIOXHQFH� WKH� SHUFHSWLRQV� DQG�RU� H[SHFWDWLRQV� RI�VRFLHW\� WKURXJK� WKH� VHOHFWLYH� XVH� RI� &('�� ,Q� WKH� FRQWLQXHG� DEVHQFH� RI� VWULFW�� GHWDLOHG� DQG�FRPSUHKHQVLYH� ODZV� JRYHUQLQJ� WKH� GLVFORVXUH� RI� HQYLURQPHQWDO� LVVXHV� DW� FRUSRUDWH� OHYHO����VHQLRU� H[HFXWLYHV� RI� ODUJH� FRUSRUDWLRQV� KDYH� DOPRVW� FRPSOHWH� HGLWRULDO� FRQWURO� RYHU� WKH�GHVLJQ�� VHOHFWLRQ� DQG� SUHVHQWDWLRQ� RI� HQYLURQPHQWDO� LQIRUPDWLRQ� LQ� FRUSRUDWH� UHSRUWV�� 7KLV�SRZHU�DQG�LQIRUPDWLRQ�DV\PPHWU\�SODFHV�VHQLRU�H[HFXWLYHV�LQ�D�VLJQLILFDQW�SRVLWLRQ�WR�VKDSH�WKH� ZD\� LQ� ZKLFK� WKH� UHDGHUV� RI� VXFK� UHSRUWV� VRFLDOO\� FRQVWUXFW� WKHLU� NQRZOHGJH� RI� DQG�DWWLWXGHV�WRZDUGV�D�SDUWLFXODU�FRUSRUDWLRQ��:KLOVW�LW�LV�FHUWDLQO\�WUXH�WKDW�WKHUH�LV�PXFK�µJRRG¶�QHZV�DYDLODEOH�IRU�FRPSDQLHV�WR�UHSRUW�RQ��DQG�ZKLFK�WKH\�GR�UHSRUW��VXFK�DV�LPSURYHPHQWV�LQ�HQHUJ\�HIILFLHQF\��SROOXWLRQ�FRQWUROV�DQG�SURGXFW�UHF\FOLQJ��D�µFRPSOHWH��IDLU�DQG�EDODQFHG¶�SUHVHQWDWLRQ� RI� HQYLURQPHQWDO� LVVXHV� DUJXDEO\� UHTXLUHV� WKH� LQFOXVLRQ� RI� GLVFORVXUHV� ZKLFK�VHULRXVO\�DGGUHVV�PDQ\�RI�WKH�HQYLURQPHQWDO�SUREOHPV�OLQNHG�WR�WKH�FRPPHUFLDO�H[SORLWDWLRQ�RI�DQG� WUDGH� LQ� WKH�(DUWK¶V�QDWXUDO� UHVRXUFHV����7KHVH� LQFOXGH� LVVXHV�VXFK�DV� WKH� WKLQQLQJ�RI�
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WKH�R]RQH�OD\HU��SRYHUW\�LQ�WKH�7KLUG�:RUOG�FDXVHG�E\�ODFN�RI�DFFHVV�WR�ODQG��JOREDO�ZDUPLQJ��GHIRUHVWDWLRQ��VSHFLHV�H[WLQFWLRQ��ZDVWH�GLVSRVDO��KDELWDW�GHVWUXFWLRQ��HQHUJ\�XVDJH��DFLG�UDLQ��GHVHUWLILFDWLRQ�� VRLO� HURVLRQ��DLU�SROOXWLRQ��ZDWHU�GHSOHWLRQ��ZDWHU�SROOXWLRQ�� WR[LF�FKHPLFDOV��ODQG�SROOXWLRQ��QXFOHDU�ZDVWH�DQG�UHVRXUFH�VFDUFLW\�7KH� IDFW� WKDW� VXFK� DQ� RYHUZKHOPLQJ� SURSRUWLRQ� RI� HQYLURQPHQWDO� GLVFORVXUHV� DYRLGHG�GLVFXVVLRQ�RI� WKHVH�VHULRXV�HFRORJLFDO� LVVXHV�DQG�IRFXVHG�LQVWHDG�RQ�WKH�µJRRG¶�QHZV��7DEOH�������PD\�EH�SHUFHLYHG�DV�HYLGHQFH�RI�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�XVLQJ�&('�DV�SDUW�RI�OHJLWLPLVLQJ� VWUDWHJLHV� DLPHG�DW� �L�� LQIOXHQFLQJ�H[WHUQDO�H[SHFWDWLRQV�DQG�RU�SHUFHSWLRQV�DQG��LL�� GLVWUDFWLQJ� DWWHQWLRQ� DZD\� IURP� RWKHU� LVVXHV�� VXFK� DV� VXVWDLQDELOLW\� DQG� VWDNHKROGHU�UHODWLRQV��)LJXUH��������7KH� ODWWHU�VWUDWHJ\� LV�FRQVLVWHQW�ZLWK� WKH�DQDO\VLV�SURYLGHG�E\�6WRQH��������LQ�WHUPV�RI�WKH�ZD\�LQ�ZKLFK�WKH�IRFXV�RI�HQYLURQPHQWDO�GLVFORVXUH LV�GLUHFWHG�WRZDUGV�HFR�HIILFLHQF\� LVVXHV�� VXFK� DV� UHF\FOLQJ�� ZDVWH� PDQDJHPHQW�� µFORVLQJ� WKH� ORRS¶� DQG� RWKHU�SURGXFW� DQG�SURFHVV�UHODWHG�DVSHFWV��DQG�DZD\�IURP�LVVXHV�RI�HFR�MXVWLFH�DQG�WKH�DVVRFLDWHG�HQYLURQPHQWDO�SUREOHPV�FUHDWHG�E\�D�JOREDO� WUDGLQJ�V\VWHP�ZKLFK�WUHDWV� WKH�HQYLURQPHQW�DV�DQ� HFRQRPLF� JRRG� IRU� FRPPHUFLDO� H[SORLWDWLRQ�� %\� IRFXVLQJ� RQ� HFR�HIILFLHQF\� LVVXHV��FRPSDQLHV� DUH� HIIHFWLYHO\� GLVRZQLQJ� UHVSRQVLELOLW\� IRU� HFR�MXVWLFH� LVVXHV� DQG� HPSKDVLVLQJ�WKHLU�UHVSRQVLELOLW\�IRU�HFR�HIILFLHQF\�LVVXHV��D�VWUDWHJ\�ZKLFK�QRW�RQO\�RSHQV�WKH�GRRU�WR�WKH�GLVFORVXUH� RI� µJRRG¶� QHZV� EXW�ZKLFK� DOVR� KDV� WKH� SRWHQWLDO� WR� GLVWUDFW� DWWHQWLRQ� DZD\� IURP�VRPH�RI�WKH�PRUH�GLVWXUELQJ�SDWWHUQV�RI�HQYLURQPHQWDO�GHJUDGDWLRQ�ZKLFK�KDYH�EHHQ�DSSDUHQW�IRU�VRPH�WLPH��VHH��IRU H[DPSOH��&DUVRQ��������)ULGD\�DQG�/DVNH\��������6LOYHU��������:DUG�DQG� 'XERV�� ������� 7KH� IDFW� WKDW� WKH� FKHPLFDOV� LQGXVWU\�� IRU� H[DPSOH�� SURYLGHG� UHODWLYHO\�PXFK� KLJKHU� YROXPHV� RI� SRVLWLYH� �L�H�� JRRG� QHZV��&('� WKURXJKRXW� WKH� SHULRG�� SDUWLFXODUO\�SRVW������ PD\�EH� LQWHUSUHWHG� DV� HYLGHQFH�RI� DWWHPSWV�E\� WKH� FKHPLFDOV� LQGXVWU\� WR� FKDQJH�SHUFHSWLRQV� RI� WKDW� LQGXVWU\¶V� HQYLURQPHQWDO� SHUIRUPDQFH�� 6XFK� DQ� LQWHUSUHWDWLRQ�ZRXOG� EH�FRQVLVWHQW�ZLWK�SULRU�VWXGLHV��IRU�H[DPSOH��3DWWHQ��������ZKLFK�OLQNHG�VXFK�GLVFORVXUHZLWK�D�FRQFHUQ�ZLWK�OHJLWLPDWLRQ�
������ &ODVVLFDO�SROLWLFDO�HFRQRP\�RI�DFFRXQWLQJ�WKHRU\��3($7�&ODVVLFDO� µSROLWLFDO� HFRQRP\¶� LQ� WKH� FRQWH[W� EHLQJ� XVHG� KHUH� UHIHUV� WR� WKH� EURDG� ³«VRFLDO��SROLWLFDO�DQG�HFRQRPLF�IUDPHZRUN�ZLWKLQ�ZKLFK�KXPDQ�OLIH� WDNHV�SODFH´��*UD\�HW�DO���������S������,Q�FRQWUDVW�WR�WUDGLWLRQDO�QHR�FODVVLFDO�HFRQRPLFV��VHH�&KDSWHU�����ZKLFK�KDV�VRXJKW�WR�UHPRYH� SROLWLFV� IURP� HFRQRPLFV�� FODVVLFDO� SROLWLFDO� HFRQRP\� SODFHV� WKH� SROLWLFV� RI� FODVV�UHODWLRQV�� LQVWLWXWLRQV�� SRZHU�DQG�FRQIOLFW� DW� WKH�KHDUW RI�HFRQRPLF�DQDO\VLV����3RZHU� LQ� WKLV�FRQWH[W�LV�VHHQ�DV�D�ZHDSRQ�ZKLFK�LV�ZLHOGHG�E\�WKH�GRPLQDQW�LQVWLWXWLRQDO�VWUXFWXUHV�ZLWKLQ�VRFLHW\� WR� PDLQWDLQ� HFRQRPLF�� VRFLDO� DQG� SROLWLFDO� LQHTXDOLWLHV� �3X[W\�� ������� )URP� WKLV�SHUVSHFWLYH��VRFLHW\�LV�GHSLFWHG�DV SHUVLVWHQWO\�UDYDJHG�E\�GHHS�VHDWHG�DQG�HQGHPLF�FRQIOLFWV�ERUQ� RXW� RI� UHSUHVVLRQ��ZLWK� VRFLDO� RUGHU� VWUXFWXUHG� WKURXJK� VXSSUHVVLRQ��PDQLSXODWLRQ� DQG�H[SORLWDWLRQ�EDVHG�RQ�H[LVWLQJ�SRZHU�DV\PPHWULHV��VHH�&KDSWHU����6HFWLRQ�������$Q�DQDO\VLV�RI� FRUSRUDWH� EHKDYLRXU�� ZKHQ� YLHZHG� WKURXJK� WKH� OHQV� RI� FODVVLFDO� �L�H��0DU[LDQ�� SROLWLFDO�HFRQRP\�RI�DFFRXQWLQJ�WKHRU\��3($7���VHHNV�WR�SODFH�VXFK�EHKDYLRXU�ZLWKLQ�D�ZLGHU�VRFLDO��SROLWLFDO�DQG�HFRQRPLF�VHWWLQJ�WKDQ�WKDW�RIIHUHG�E\�WKH�IUDPHZRUNV�RI�($7��067�RU�2/7�DV�VHW� RXW� DERYH�� 5DWKHU� WKDQ� IRFXV� RQ� UHODWLRQV� EHWZHHQ� HFRQRPLFDOO\�FRQWUDFWHG� SDUWLHV� �DV�XQGHU�($7���EHWZHHQ�PDQDJHPHQW�DQG�LWV�NH\�VWDNHKROGHUV��067��RU�EHWZHHQ�PDQDJHPHQW�DQG� LWV� µUHOHYDQW� SXEOLFV¶� �2/7�� LQ� WKH� FRQWH[W� RI� µWKH� ILUP¶�� FODVVLFDO� SROLWLFDO�HFRQRP\� LV�SULPDULO\� FRQFHUQHG�ZLWK�XQIROGLQJ�FODVV� UHODWLRQV�EHWZHHQ� WZR� µIDFWRUV�RI�SURGXFWLRQ¶�� L�H��
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FDSLWDO��DV�UHSUHVHQWHG�E\�WKH�VKDUH�RZQLQJ�DQG�PDQDJHULDO�FODVVHV��DQG�ODERXU�LQ�WKH�FRQWH[W�RI�WKH�VRFLDO�V\VWHP�DV�D�ZKROH��L�H��FDSLWDOLVP����$OWKRXJK�FODVVLFDO�SROLWLFDO�HFRQRP\�LV�IDU�IURP�QHZ��LWV�DGRSWLRQ�E\�DFFRXQWLQJ�VFKRODUV�LV�UHODWLYHO\� UHFHQW� �VHH�� IRU� H[DPSOH��&RRSHU�� ������ ������ ������&RRSHU� DQG� 6KHDUHU�� ������7LQNHU�� �������$FFRXQWLQJ� UHVHDUFKHUV�KDYH� HPSOR\HG� WKH� WKHRUHWLFDO� FRQVWUXFWLRQ�SURYLGHG�E\�3($7�WR�IRFXV�RQ�WKH�EURDG�VRFLR�SROLWLFDO�UROH�SOD\HG�E\�DFFRXQWLQJ�DQG�DFFRXQWDQWV�DQG�WKH� PRUH� FRPSOH[� LQVWLWXWLRQDO� UROHV� RI� EXVLQHVV� RUJDQL]DWLRQV�� LQ� VRFLHW\�� ,Q� WKLV� FRQWH[W��3($7� LV� SULPDULO\� FRQFHUQHG� ZLWK� WKH� HIIHFWV� RI� DFFRXQWLQJ� LQIRUPDWLRQ� DQG� FRUSRUDWH�UHSRUWLQJ� RQ� WKH� GLVWULEXWLRQ� RI� LQFRPH�� ZHDOWK� DQG� SRZHU� ZLWKLQ� VRFLHW\� DV� D� ZKROH� �VHH�&KDSWHU� ��� 7DEOH� ���� DQG� &KDSWHU� ��� 6HFWLRQ� ������ 9LHZHG� WKURXJK� WKH� OHQV� RI� 3($7��FRUSRUDWH�DFFRXQWLQJ�DQG�UHSRUWLQJ�DUH�QRW�VHHQ�DV�QHXWUDO�EXW�DV�D�SDUWLDO��LQWHUHVWHG�ODQJXDJH�E\�ZKLFK�FRQIOLFW�EHWZHHQ�WKH�GLIIHUHQW�VRFLDO�FODVVHV�LV�H[SORLWHG��PDQLSXODWHG��PHGLDWHG�DQG�P\VWLILHG��1HLPDUN��������������3X[W\��������7LQNHU�DQG�1HLPDUN��������7LQNHU�HW�DO����������������+HQFH��FRUSRUDWH� UHSRUWV WDNH�RQ� WKH�SHUFHLYHG�UROH�RI� LGHRORJLFDO�ZHDSRQV�DLPHG�DW�LQIOXHQFLQJ� WKH� GLVWULEXWLRQ� RI� ZHDOWK�� LQFRPH� DQG� SRZHU� LQ� RUGHU� WR� HQVXUH� WKDW� FDSLWDO�UHPDLQV� IUHH� WR� FRQWLQXH� LWV� SXUVXLW� RI�PDNLQJ�PRQH\� IRU� LWV� RZQHUV��6XFK� UHSRUWV� DUH� WKXV�SHUFHLYHG�RI�DV�D�VRXUFH�RI�DQWL�GHPRFUDF\��UHSUHVHQWLQJ�DQG�UHLQIRUFLQJ�³«�WKH�QHR�SOXUDOLVW�YLHZ�RI�DQ�XQEDODQFHG�GLVWULEXWLRQ�RI�SRZHU´��*UD\�HW�DO���������S������5HVHDUFK�LQIRUPHG�E\�WKLV� SHUVSHFWLYH� LV� WKXV� FRQFHUQHG� ZLWK� H[SRVLQJ� DQG� KLJKOLJKWLQJ� WKH� ZD\V� LQ� ZKLFK�DFFRXQWLQJ� DQG� UHSRUWLQJ�� WKURXJK� WKH� VHOHFWLRQ� RI� DQG� HPSKDVLV� JLYHQ� WR� VSHFLILF� WRSLFV��FRQFHUQV�DQG�SROLFLHV�� LV�XVHG�WR�PRGLI\��DPHOLRUDWH��VXSSUHVV��P\VWLI\�DQG�WUDQVIRUP�VRFLDO�FRQIOLFW�EHWZHHQ�FDSLWDO�DQG�ODERXU��7LQNHU�HW�DO����������IRU�H[DPSOH��VHH�FRUSRUDWH�UHSRUWV�DV�LGHRORJLFDO�� VWUDWHJLF� GRFXPHQWV� XVHG� WR� LQIOXHQFH� GHFLVLRQV� E\� SURMHFWLQJ� VHOHFWLYH�LPSUHVVLRQV� DERXW� D� ILUP¶V� SURVSHFWV�� SUREOHPV� DQG� QHHGV�� UH�SUHVHQWLQJ� UHDOLW\� IURP� D�SDUWLFXODU�SRLQW�RI�YLHZ�«� OLNH� RWKHU� LGHRORJLFDO� PDWHULDOV� �SDUW\� SROLWLFDO� VWDWHPHQWV�� DGYHUWLVLQJ��SXEOLF� UHODWLRQV� µIOXII¶�� UHOLJLRXV� GRJPD��� LW� LV� WKH� UHSHWLWLRQ� RI� WKH�PXQGDQH�DQG�SDUWLFXODUO\�WKH�FHQVRULQJ�RI�RWKHU�SRLQWV�RI�YLHZ�WKDW�PDNHV�WKHVH�UHSRUWV�PRVW�HIIHFWLYH �S�����$Q�XQGHUVWDQGLQJ�RI�DFFRXQWLQJ�DQG�UHSRUWLQJ�IURP�WKLV�SHUVSHFWLYH�SODFHV�HPSKDVLV�RQ�WKH�VSHFLILF� KLVWRULFDO� FRQWH[W� DQG� LQVWLWXWLRQDO� IHDWXUHV� RI� VRFLHW\� �&RRSHU� DQG� 6KHUHU�� �������3X[W\���������IRU�H[DPSOH��VWDWHV�7KH�QDWXUH�RI�DQ\�V\VWHP�RI�DFFRXQWLQJ�FDQ�EH�XQGHUVWRRG�RQO\�LQ�WKH�FRQWH[W�RI�WKH�VRFLDO�V\VWHP�LQ�ZKLFK�LW�RSHUDWHV��$V�DQ�DUWHIDFW�ZLWKLQ�WKDW�V\VWHP�LW�LV�DIIHFWHG� E\� WKH� UXOLQJ� LGHDV� RI� WKH� V\VWHP� DQG� UHSURGXFHV� WKH� QDWXUH� RI� WKH�V\VWHP�E\�LWV�H[LVWHQFH �S�����:KLOVW�WUDGLWLRQDOO\�FRQFHUQHG�ZLWK�WKH�VWUXJJOH�EHWZHHQ�ODERXU�DQG�FDSLWDO��DUJXPHQWV�IRU�D�SROLWLFDO�HFRQRP\�RI�DFFRXQWLQJ�UHVW�RQ� WKH�QRUPDWLYH�DVVHUWLRQ� WKDW�DFFRXQWLQJ��DV�D�VRFLDO�SUDFWLFH�� VKRXOG� EH� YDOXDEOH� WR� VRFLHW\� DV� D� ZKROH� UDWKHU� WKDQ� LQGLYLGXDO�� SULYLOHJHG�FRQVWLWXHQWV� VXFK� DV� VKDUHKROGHUV� DQG� LQYHVWRUV� �&RRSHU� DQG� 6KHUHU�� ������� +HQFH�� LW� LV�SRVVLEOH� WR� H[WHQG� WKH� WKHRUHWLFDO� IUDPHZRUN� SURYLGHG� E\� FODVVLFDO� 3($7� WR� LQFOXGH� RWKHU�DVSHFWV�RI�WKH�VRFLDO�ZRUOG�ZKLFK�IRUP�DQ�LQWHJUDO�SDUW�RI�WKH�FRPSOH[�SURFHVVHV�LQYROYHG�LQ�WKH� FUHDWLRQ�� DSSURSULDWLRQ DQG� GLVWULEXWLRQ� RI� PRQH\� ZHDOWK�� %\� GRLQJ� VR�� DFFRXQWLQJ�UHVHDUFKHUV�DUH�DEOH�WR�EULQJ�LQWR�IRFXV�WKHVH�RWKHU�DVSHFWV�RI�VRFLHW\�ZKLFK�PD\�EH�GHSLFWHG�
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DV�UHSUHVHQWLQJ�HOHPHQWV�RI�D�QHZ��EURDG��VRFLDO�DQG�HQYLURQPHQWDO�FKDOOHQJH�WR�WKH�H[LVWLQJ�EXVLQHVV�VRFLHW\� KHJHPRQ\� �*UD\�HW� DO��� ����E��� 7KHVH� RWKHU� DVSHFWV� LQFOXGH�� IRU� H[DPSOH��UDFH�� HWKLFV�� IHPLQLVP�� VRFLDO� MXVWLFH� DQG� WKH� QDWXUDO� HQYLURQPHQW�� ,Q� UHODWLRQ� WR� WKH� ODWWHU��XQOLNH� WKH� WKUHH� RWKHU� WKHRULHV� GLVFXVVHG� SUHYLRXVO\� �L�H�� ($7�� 067� DQG� 2/7��� FODVVLFDO�SROLWLFDO� HFRQRP\� LV� QRW� FRQFHUQHG� ZLWK� WKH� GHWDLO� RI� FRUSRUDWH� VRFLDO� DQG� HQYLURQPHQWDO�UHSRUWLQJ� �*UD\� HW� DO��� ������� RWKHU� WKDQ� WR� VHH� VXFK� YROXQWDU\� UHSRUWLQJ� DV� D� EOXQW�� FUXGH�LQVWUXPHQW� LQ� D� EURDG� VRFLDO� DQG� KLVWRULFDO� FRQWH[W��7KH� ODWWHU� FDQ�EH� VHHQ�� IRU� H[DPSOH�� LQ�3X[W\¶V��������GHVFULSWLRQ�RI�YROXQWDU\�&65�DV�µFUXPEV�RI�OHJLWLPDWLRQ¶�DOORZHG�WR�IDOO�IURP�WKH� WDEOH� RI� FDSLWDOLVP�� )URP� WKLV� SHUVSHFWLYH�� &65� PHUHO\� IRUPV� DV� SDUW� RI� FRUSRUDWH�LGHRORJLFDO�PDFKLQHU\� WKDW� LV� XVHG� WR�PDLQWDLQ� WKH� OHJLWLPDF\� RI� WKH� FDSLWDOLVW� V\VWHP� DV� D�ZKROH� �VHH�� IRU�H[DPSOH��&RRSHU�DQG�6KHUHU��������0DFLQWRVK���������3X[W\��������DUJXHG�WKDW�VRFLDO�DFFRXQWLQJ��WR�WKH�H[WHQW�WKDW�LW�OHJLWLPDWHV�DQG�UHSURGXFHV�FODVV�UHODWLRQV��LV�RQO\�D�PRUH�HIIHFWLYH�ZD\�RI�GRLQJ�VR��)URP�WKLV�SHUVSHFWLYH��3X[W\�YLHZHG�VRFLDO�DFFRXQWLQJ�QRW�DV�µSDUW�RI�WKH�JLYH�DQG�WDNH�RI�SOXUDOLVW�FRQIOLFW¶��3DUNHU��������EXW�RQH�RI�WKH�PHDQV�E\�ZKLFK�ILUPV�VHHN�WR�PDLQWDLQ�WKHLU�DV\PPHWULFDO�VWUXFWXUDO�VWUHQJWKV�LQ�FRQWUDVW�WR�RWKHU�VHFWLRQV�RI�VRFLHW\�� +HQFH�� WKRVH� ZKR� DGRSW� WKH� UDGLFDO� VWUXFWXUDOLVW� DSSURDFK� RI� 3($7� DUH�XQV\PSDWKHWLF�WRZDUGV�DOWHUQDWLYH�IRUPV�RI�VRFLDO�DQG�HQYLURQPHQWDO�DFFRXQWLQJ�ZKLFK�OHDYH�DV� XQFKDOOHQJHG� H[LVWLQJ� LQVWLWXWLRQDO� VWUXFWXUHV� VLQFH� VXFK� VWUXFWXUHV� DUH� VHHQ� DV� PHUHO\�OHJLWLPLVLQJ�DQG�WKXV�UHSURGXFLQJ�H[LVWLQJ�LQHTXDOLWLHV�DQG�SULYLOHJHV�1RWZLWKVWDQGLQJ� LWV� ODFN� RI� FRQFHUQ�ZLWK� WKH� H[DFW� IRUP� DQG� FRQWHQW� RI�&('�� WKH�YDOXH�RI�3($7�LQ� WKH�FRQWH[W�RI� WKH�SUHVHQW�VWXG\� LV� WZR�IROG��)LUVWO\��3($7�HQFRXUDJHV�DFFRXQWLQJ�UHVHDUFKHUV� WR�VHH�&65�LQ�D�EURDG�VRFLDO��SROLWLFDO�DQG�KLVWRULFDO�FRQWH[W�ZKHUH�WKH�GLIIHUHQW�HOHPHQWV� DQG� DVSHFWV� RI� WKH� VRFLDO� ZRUOG� DUH� HQJDJHG� LQ� D� FRQVWDQW� SRZHU� VWUXJJOH� DQG� LQ�ZKLFK� WKH� UROH� RI� WKH� 6WDWH� LV� FUXFLDO� �VHH�� IRU� H[DPSOH�� $UQROG�� ������ 6HFRQGO\�� 3($7�HQFRXUDJHV�&65�UHVHDUFKHUV�WR�LQWHUSUHW�WUHQGV�LQ�&65�&('�LQ�V\VWHPLF�SROLWLFDO�WHUPV��*UD\�HW�DO����������IRU�H[DPSOH��VXJJHVW�WKDW��XVLQJ�3($7�WKH�JURZWK� LQ�HQYLURQPHQWDO�GLVFORVXUHV�E\�FRPSDQLHV� LQ� WKH� ODWH�����V�DQG�HDUO\� ����V� FDQ� EH� LQWHUSUHWHG� DV� DQ� DWWHPSW� WR� DFW� DV� LI LQ� UHVSRQVH� WR�HQYLURQPHQWDO� SUHVVXUH� JURXSV� ZKLOH�� DFWXDOO\�� DWWHPSWLQJ� WR� ZUHVW� WKH�LQLWLDWLYH�DQG�FRQWURO�RI�WKH�HQYLURQPHQWDO�DJHQGD�DZD\�IURP�WKHVH�JURXSV�LQ�RUGHU�WR�SHUPLW�FDSLWDO�WR�FDUU\�RQ�GRLQJ�ZKDW�LW�GRHV EHVW�± PDNH�PRQH\�IRU�FDSLWDO �S�����RULJLQDO�HPSKDVLV��6XFK�DQ�DQDO\VLV��ZKHQ�HPSOR\HG�WR�H[DPLQH�FRUSRUDWH�EHKDYLRXU��VHHV�VXFK�EHKDYLRXU�DV�WKH�RXWFRPH� RI� D� SUHGRPLQDQWO\� SROLWLFDO� SURFHVV� ZKLFK� JLYHV� VRFLDO�� SROLWLFDO�� HFRQRPLF� DQG�KLVWRULFDO� FRQWH[W WR�ZKDW� WDNHV�SODFH�DW� D�SDUWLFXODU�SRLQW� LQ� WLPH�DQG�RYHU� WLPH��7KXV�� WKH�FRQVLGHUDWLRQ� RI� D� VLQJOH� LVVXH�� VXFK� DV� PDQDJHULDO� GLVFORVXUH� EHKDYLRXU� LQ� UHODWLRQ� WR�HQYLURQPHQWDO�LVVXHV��ZKHQ�YLHZHG�WKURXJK�WKH�OHQV�RI�3($7��LV�VHHQ�PHUHO\�DV�D�VPDOO�FRJ�LQ D�PXFK�ODUJHU�PHFKDQLVP�WKDW�LV�PRGHUQ�LQGXVWULDO�FDSLWDOLVP��:KLOH�D�GHWDLOHG�GLVFXVVLRQ�RI�WKHVH�EURDG��VRFLR�SROLWLFDO�DQG�KLVWRULFDO�LVVXHV�LV�EH\RQG�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\��PHQWLRQ�FDQ�EH�PDGH�RI�VRPH�RI�WKH�NH\�JHR�SROLWLFDO�HYHQWV�WKDW�WRRN SODFH�RYHU�WKH�SHULRG�RI� WKH� SUHVHQW� VWXG\��7KHVH� DUH� VXPPDULVHG� FKURQRORJLFDOO\� LQ�7DEOH������EHORZ����$�EULHI�RYHUYLHZ�RI� WKHVH�NH\�JHR�SROLWLFDO�HYHQWV��GUDZLQJ�RQ�WKH�FRUSRUDWH�UHSRUWV�LQFOXGHG�LQ�WKH�VWXG\��SURYLGHV�WKH�EURDG��SROLWLFDO�DQG�KLVWRULFDO�EDFNGURS�DJDLQVW�ZKLFK�WR�LQWHUSUHW�WUHQGV�LQ�&('�WKURXJK�WKH�OHQV�RI�3($7��$W�WKH�HQG�RI�WKH�����V��IROORZLQJ�ZKDW�ZDV�GHVFULEHG�DV�
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D�µWXUEXOHQW�GHFDGH¶��%D\HULVFKH�+\SRWKHNHQ�XQG�:HFKVHO�%DQN�$QQXDO�5HSRUW�������S������PDQ\� RI� (XURSH¶V� ODUJHVW� FRPSDQLHV�ZHUH� RSWLPLVWLF� DERXW� WKH� HFRQRPLF� SURVSHFWV� IRU� WKH�����V��%D\HU¶V�/HWWHU� IURP� WKH�&KDLUPDQ� RI� WKH�%RDUG� RI�0DQDJHPHQW�ZKLFK� DSSHDUHG� LQ�5HYLHZV� )LVFDO ���� �S����� IRU� H[DPSOH�� UHIHUV� WR� WKH� FRPLQJ� GHFDGH� DV� RIIHULQJ�� ³«�FRPSOHWHO\�QHZ��KLJKO\�SURPLVLQJ SHUVSHFWLYHV�IRU�WKH�ZRUOG�HFRQRP\��7KH�HVWDEOLVKPHQW�RI�GHPRFUDF\� DQG� WKH� LQWURGXFWLRQ� RI� WKH� VRFLDO� PDUNHW� HFRQRP\� LQ� PDQ\� (DVWHUQ� (XURSHDQ�FRXQWULHV� RSHQ� XS� WKH� SURVSHFW� RI� IUHHGRP� DQG� JUHDWHU� SURVSHULW\� IRU� WKH� SHRSOH� WKHUH�´�6LPLODUO\��$%1�$052�� SRLQWV� WR� WKH� VKLIW� DZD\� IURP� D�ZHOIDUH� VRFLHW\� WRZDUGV� D�PDUNHW�HFRQRP\� �$%1� $052� $QQXDO� 5HSRUW� ������ S������ WKH� QHZO\�VLJQHG� LQWHUQDWLRQDO� WUDGH�DJUHHPHQWV� FUHDWLQJ� WKH� ³«� ULJKW� >HFRQRPLF@� FRQGLWLRQV� «´� IRU� IXWXUH� HFRQRPLF� JURZWK��$%1�$052�$QQXDO�5HSRUW�������S������/LNHZLVH��ERWK�9RONVZDJHQ��$QQXDO�5HSRUW�������S�����DQG�:HOOD� �$QQXDO�5HSRUW�������S�����KLJKOLJKWHG� WKHLU� UHVSHFWLYH�H[SDQVLRQ� LQWR�WKH�(DVWHUQ�(XURSHDQ�HFRQRPLHV�RI�WKH�&]HFK�5HSXEOLF��+XQJDU\��3RODQG��5RPDQLD�DQG�6ORYDNLD�DV� WKHVH� HFRQRPLHV� VKLIWHG� WR� PDUNHW�HFRQRP\� VWUXFWXUHV� IROORZLQJ� WKH� EUHDN� XS� RI� WKH�IRUPHU�6RYLHW�8QLRQ�DQG�WKH�GLVLQWHJUDWLRQ�RI�WKH�:DUVDZ�3DFW�DQG�&RPHFRQ�RUJDQL]DWLRQ�
7DEOH�����.H\�JHR�SROLWLFDO�HYHQWV�������WR�����<HDU (YHQW���� )DOO�RI�WKH�%HUOLQ�:DOO��1RYHPEHU�������� ,QYDVLRQ�RI�.XZDLW�E\�,UDTL�WURRSV��$XJXVW�����DJUHHPHQW�E\�WKH�(XURSHDQ�&RXQFLO�RI�WKH�(8� WR� HPEDUN� IURP��� -DQXDU\� �����RQ� WKH� VHFRQG�SKDVH� RI�(XURSHDQ�0RQHWDU\�8QLRQ��(08���2FWREHU������SROLWLFDO�DQG�HFRQRPLF�UHXQLILFDWLRQ�RI�*HUPDQ\��2FWREHU��� ������ 6WDUW�RI�KRVWLOLWLHV� LQ� WKH�3HUVLDQ�*XOI� �-DQXDU\������ WKH��WKHQ�����0HPEHU�6WDWHV�RI� WKH�(XURSHDQ�&RPPXQLW\��(&��DQG� WKH���FRXQWULHV�RI� WKH�(XURSHDQ�)UHH�7UDGH�$VVRFLDWLRQ��()7$�� $XVWULD��)LQODQG��,FHODQG��/LHFKWHQVWHLQ��1RUZD\��6ZHGHQ�DQG�6ZLW]HUODQG��DJUHH�WR�IRUP�DQ�LQWHUQDO�PDUNHW�WR�EH�NQRZQ�DV�WKH�(XURSHDQ�(FRQRPLF�$UHD��(($������ 6LJQLQJ�RI�WKH�7UHDW\�RQ�(XURSHDQ�8QLRQ�LQ�LWV�GHILQLWLYH�IRUP�E\�WKH�(8�KHDGV�RI�VWDWH�DQG� JRYHUQPHQW� LQ� 0DDVWULFKW� �)HEUXDU\� ���� IRUPDO� VLJQLQJ� RI� WKH� (($�$JUHHPHQW� LQ�3RUWR��3RUWXJDO�IRU�WKH�IUHH�PRYHPHQW�RI�JRRGV��VHUYLFHV��FDSLWDO�DQG�SHUVRQV�EHWZHHQ�WKH���� (&� DQG� �� ()7$� VWDWHV� �0D\� ���� 81�(QYLURQPHQW�&RQIHUHQFH� RQ�(QYLURQPHQW� DQG�'HYHORSPHQW��5LR�GH� -DQHLUR��%UD]LO� �-XQH��� WR������ VLJQLQJ�RI�7KH�5LR�'HFODUD WLRQ�RQ�(QYLURQPHQW�DQG�'HYHORSPHQW��-XO\������EURDG�DJUHHPHQW�E\�WKH�UHVSHFWLYH�JRYHUQPHQWV�RI�WKH�86��&DQDGD�DQG�0H[LFR�RQ�HVWDEOLVKLQJ�D�IUHH�WUDGH�]RQH��UHIHUUHG�WR�DV�WKH�1RUWK�$PHULFD� )UHH� 7UDGH� $JUHHPHQW� �1$)7$�� �$XJXVW� ����� 6ZLVV� FLWL]HQV� YRWH� DJDL QVW�PHPEHUVKLS�RI�WKH�(XURSHDQ�(FRQRPLF�$UHD��(($���'HFHPEHU�������� 6LQJOH�(XURSHDQ�0DUNHW�EHFRPHV�D�UHDOLW\��-DQXDU\�������� 8UXJXD\� 5RXQG� ��WK URXQG�� RI� *$77� FRQFOXGHG� ZLWK� WKH� VLJQLQJ� RI� WKH� )LQDO� $FW� LQ�0DUUDNHFK�FUHDWLQJ�WKH�:RUOG�7UDGH�$JUHHPHQW �$SULO������(XURSHDQ�8QLRQ�SUHSDUHG�IRU�HQODUJHPHQW� LQ� ������ QXPHURXV� $VLDQ� FRXQWULHV�� DORQJ� ZLWK� $XVWUDOLD� DQG� WKH� 8QLWHG�6WDWHV�� DJUHH� DW� WKH� $VLD�3DFLILF� (FRQRPLF� &RRSHUDWLRQ� �$3(&�� &RQIHUHQFH� LQ� %RJRU��,QGRQHVLD�� WR� DLP� WR� FUHDWH� D� ODUJH� IUHH�WUDGH� ]RQH� IRU� FRXQWULHV� RQ� WKH� 3DFLILF� ULP��1RYHPEHU��������� (VWDEOLVKPHQW�RI�WKH�:RUOG�7UDGH�2UJDQL]DWLRQ��:72��E\�WKH�)LQDO�$FW�RI�WKH�8UXJXD\�5RXQG�RI�*$77�QHJRWLDWLRQV� ��� -DQXDU\��� FUHDWLRQ� RI�0HUFRVXU�� DQ� HFRQRPLF� FRPPRQ�PDUNHW�IRU�WKH�6RXWK�$PHULFDQ�FRXQWULHV�RI�$UJHQWLQD��%UD]LO��3DUDJXD\�DQG�8UXJXD\����-DQXDU\��
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6RPH�RI�WKH�ZHOO�HVWDEOLVKHG�PDUNHW�HFRQRPLHV�ZHUH�DOVR�JRLQJ�WKURXJK�RU�HQWHULQJ�D�SHULRG�RI�ZKDW�HFRQRPLVWV�UHIHU�WR�DV�µVWUXFWXUDO�DGMXVWPHQW¶��VHH��IRU�H[DPSOH��3RII���������D�WHUP�XVHG�WR GHVFULEH�WKH�SULYDWLVDWLRQ��GHUHJXODWLRQ�DQG�OLEHUDOLVDWLRQ�RI�QDWLRQDO�HFRQRPLHV�LQ�DQ�DWWHPSW� WR� FUHDWH� D� IUHH� PDUNHW� RU� µOHYHO� SOD\LQJ� ILHOG¶� RQ� D� JOREDO� VFDOH�� HQJHQGHULQJ� WKH�µULJKW¶� PDUNHW� FRQGLWLRQV� IRU� WKH� HPHUJHQFH� RI� µWKH� JOREDO� HFRQRP\¶�� 7KH� ODWWHU� ZDV�SDUWLFXODUO\� LPSRUWDQW� IRU� WKH� SURORQJDWLRQ� RI� WKH� FDSLWDOLVW� V\VWHP�� PDQ\� RI� WKH� ZRUOG¶V�ODUJHVW�FRPSDQLHV�VHHNLQJ�QHZ�PDUNHWV�WR�DGG�WR�WKH�DOUHDG\�RYHU�VDWXUDWHG�µKRPH¶�PDUNHWV�IRU�WKHLU�SURGXFWV�DQG�VHUYLFHV��0DQQHVPDQQ¶V�$QQXDO�5HSRUW�������IRU�H[DPSOH��VWDWHV��S����HPSKDVLV� DGGHG��� ³7KH� 6RYLHW� 8QLRQ� DQG� <XJRVODYLD� DUH� GLVVROYLQJ� LQWR� WKHLU� FRQVWLWXHQW�QDWLRQV��1HZ�QDWLRQ�VWDWHV� DUH� EHLQJ� ERUQ�� 6XFK� GHYHORSPHQWV� LQIOXHQFH� WKH� IORZ�RI�JRRGV�DQG� VKDSH� EXVLQHVV� SURVSHFWV� 7KH� PDUNHW� HFRQRP\� LV� HVWDEOLVKLQJ� LWVHOI� DV� WKH� HFRQRPLF�V\VWHP�RI�WKH�IXWXUH�´�7KH�SHUFHLYHG�HPHUJHQFH�RI�WKH�µPDUNHW�HFRQRP\¶�DV�WKH�RQO\�FUHGLEOH�DQG�ZRUNDEOH� VRFLDO� V\VWHP� IRU� WKH�ZRUOG¶V� HFRQRPLHV�ZDV� D� FRPPRQ� WKHPH� LQ� FRUSRUDWH�UHSRUWV�LQ�WKH�ODWH�����V�DQG�HDUO\�����V��7KH�µ0DQDJHPHQW�5HSRUW¶�VHFWLRQ�RI�9RONVZDJHQ¶V�$QQXDO� 5HSRUW� ������ IRU� H[DPSOH�� VXJJHVWV� WKDW� ODUJH� FRPSDQLHV� ZHUH� DOUHDG\� JHDULQJ�WKHPVHOYHV�XS�IRU�WKLV�µ1HZ�:RUOG�2UGHU¶��7KH� JURZLQJ� LQWHUQDWLRQDO� GpWHQWH� QRZ� LQ� HYLGHQFH� LV� KDYLQJ� LQFUHDVLQJO\�VWLPXODWLQJ� HIIHFWV� RQ� HFRQRPLF� DFWLYLW\�� 7KH� GHPRFUDWL]DWLRQ� DQG�OLEHUDOL]DWLRQ� SURFHVV� QRZ� XQGHU� ZD\� DV� WKH� (DVW� (XURSHDQ� FRXQWULHV� RSHQ�WKHLU�ERUGHUV�DUH�LQ�SDUWLFXODU�KHOSLQJ�WR�FUHDWH�WKH�EDVLV�IRU�IXWXUH�RULHQWDWHG�GHYHORSPHQWV� ZKLFK�ZLOO� EH� RI� ODVWLQJ�PXWXDO� EHQHILW��7KH�PDUNHW� HFRQRP\�KDV� HPSKDWLFDOO\� GHPRQVWUDWHG� WKDW� LW� LV� VXSHULRU� WR� HYHU\� FRQFHLYDEOH�DOWHUQDWLYH�ZKHQ�LW�FRPHV�WR�RIIHULQJ�WKH�SUHUHTXLVLWH�IRU�SROLWLFDO��HFRQRPLF�DQG�VRFLDO�SURJUHVV �S�����HPSKDVLV�DGGHG��7KH�JHR�SROLWLFDO�FKDQJHV�LQ�WKH�ODWH�����V�DQG�HDUO\�����V��SDUWLFXODUO\�WKH�EUHDN�XS�RI�WKH�IRUPHU� 6RYLHW� 8QLRQ�� WKH� VKLIW� IURP� ZHOIDUH�EDVHG� WR� PDUNHW�EDVHG� HFRQRPLHV� LQ� PDQ\�(XURSHDQ�VWDWHV��DQG�WKH�QHZ�LQWHUQDWLRQDO� WUDGH�DJUHHPHQWV�DQG�WUDGLQJ�EORFNV�� �VHH�7DEOH�������� FRQVLGHUDEO\� UHLQIRUFHG� WKH� SRZHU� EDVH� RI� FDSLWDO�� 7KH� DFWLYH� VXSSRUW� RI� WKH� QDWLRQ�6WDWH� LQ�WKHVH�JHR�SROLWLFDO�FKDQJHV�ZDV�VLJQLILFDQW��WKRVH�QDWLRQDO�JRYHUQPHQWV�ZKLFK�ZHUH�VLJQDWRULHV�WR�WKH�QHZ�WUDQVQDWLRQDO�µIUHH�WUDGH¶�DJUHHPHQWV�HIIHFWLYHO\�WUDQVIHUULQJ�HYHQ�PRUH�VRYHUHLJQW\� WR� ODUJH�FRUSRUDWLRQV��%\�RSHQLQJ�XS� WKH�ZRUOG¶V�PDUNHWV� WR�JOREDO�FRPSHWLWLRQ�WKURXJK�WKH�UHPRYDO�RI�EDUULHUV�WR�µIUHH�WUDGH¶��PDQ\�QDWLRQDO�JRYHUQPHQWV�ZHUH�HPSRZHULQJ�µJOREDO�LQGXVWULDO�FDSLWDOLVP¶�DV�WKH�VXSUHPH�DQG�XQGLVSXWHG�VRFLDO�V\VWHP�IRU�WKH���VW FHQWXU\��VHH�� IRU�H[DPSOH��.RUWHQ���������������7KHVH�JHR�SROLWLFDO�GHYHORSPHQWV�DUH� VLJQLILFDQW� LQ�DQ\� FRQWH[W��+RZHYHU�� D� SDUDOOHO� GHYHORSPHQW�ZDV� WDNLQJ� SODFH� DW� WKH� VDPH� WLPH�ZKLFK�� LI�WDNHQ�WR�LWV�XOWLPDWH�FRQFOXVLRQ��VHULRXVO\�WKUHDWHQHG�QRW�RQO\�WKH�PRUDO� MXVWLILFDWLRQ�IRU�WKH�µ1HZ�:RUOG�2UGHU¶�EXW�DOVR�LWV�HFRQRPLF��VRFLDO�DQG�SROLWLFDO�UDWLRQDO��$OWKRXJK�WKH�FRQFHSWV�RI�µVXVWDLQDEOH�GHYHORSPHQW¶�DQG�µVXVWDLQDELOLW\¶��VHH�&KDSWHU����ZHUH�QRW�QHZ��E\�WKH�HQG�RI�WKH�����V��QRWDEO\�IROORZLQJ�WKH�SXEOLFDWLRQ�RI�2XU�&RPPRQ�)XWXUH�E\� WKH�8QLWHG�1DWLRQV�:RUOG�&RPPLVVLRQ� RQ�(QYLURQPHQW� DQG�'HYHORSPHQW� �81:&('���������GHEDWHV�DERXW�WKH�VRFLDO�DQG�HQYLURQPHQWDO��LQ�MXVWLFHV�RI�JOREDO�LQGXVWULDO�FDSLWDOLVP�IRU�SUHVHQW�DQG�IXWXUH�JHQHUDWLRQV�DQG�WKH�QDWXUDO�HQYLURQPHQW�KDG�HQWHUHG�WKH�FRQYHQWLRQDO�VRFLDO�� HFRQRPLF� DQG� SROLWLFDO� IUDPHZRUNV� ZLWKLQ� ZKLFK� KXPDQ� OLIH� WDNHV� SODFH�� ,Q� RWKHU�ZRUGV�� LW�KDG�EHFRPH�SDUW�RI�PDLQVWUHDP�SROLWLFDO�HFRQRPLF�DQDO\VLV��$�KLJKSRLQW��SHUKDSV�
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WKH�SLQQDFOH��RI�WKLV�GHEDWH��LQ�JOREDO�JHR�SROLWLFDO�WHUPV��ZDV�UHDFKHG�LQ������ZLWK�WKH�7KLUG�:RUOG�81�&RQIHUHQFH�RQ�(QYLURQPHQW�DQG�'HYHORSPHQW �81&('��KHOG�LQ�5LR�GH�-DQHLUR��%UD]LO�LQ�-XQH����� �VHH�6HFWLRQ������DERYH���7KH�SXUSRVH�RI�WKLV�7KLUG�:RUOG�HQYLURQPHQW�FRQIHUHQFH ZDV� WR� UHYLHZ� SURJUHVV� VLQFH� WKH� HDUOLHU� 81� FRQIHUHQFHV� LQ� ����� DQG� ����� LQ�VDIHJXDUGLQJ�WKH�KXPDQ�HQYLURQPHQW�DQG�SURPRWLQJ�KXPDQ�ZHOIDUH��7ZR�NH\�GRFXPHQWV�DGRSWHG�DW�WKH�&RQIHUHQFH�ZHUH�$JHQGD����DQG�7KH�5LR�'HFODUDWLRQ�RQ�(QYLURQPHQW�DQG�'HYHORSPHQW� $JHQGD��� UHSUHVHQWV� D�SURJUDPPH�IRU� WKH���VW FHQWXU\� IRU�WKH� DOOHYLDWLRQ� RI� SRYHUW\�� KXQJHU�� VLFNQHVV�� DQG� LOOLWHUDF\� ZRUOGZLGH� DQG� VLPXOWDQHRXVO\�DUUHVWLQJ�WKH�GHWHULRUDWLRQ�LQ�WKH�HDUWK¶V�HFRV\VWHPV�RQ�ZKLFK�KXPDQNLQG�GHSHQGV�WR�VXVWDLQ�OLIH��*LOSLQ���������7KH�5LR�'HFODUDWLRQ�RQ�(QYLURQPHQW�DQG�'HYHORSPHQW��VLJQHG�RQ����-XO\�������LV�D�SURFODPDWLRQ�PDGH�E\�81&('�IROORZLQJ�WKH�&RQIHUHQFH�FRQWDLQLQJ����3ULQFLSOHV�IRU� VRFLDO� DQG�HQYLURQPHQWDO� MXVWLFH��3ULQFLSOH���RI� WKH�'HFODUDWLRQ� VWDWHV� WKDW� ³6WDWHV� VKDOO�FRRSHUDWH� LQ� D� VSLULW� RI� JOREDO� SDUWQHUVKLS� WR� FRQVHUYH�� SURWHFW� DQG� UHVWRUH� WKH� KHDOWK� DQG�LQWHJULW\�RI�WKH�(DUWK¶V�HFRV\VWHPV´��*LOSLQ�������S�������$OWKRXJK�D�GHWDLOHG�H[SORUDWLRQ�RI�WKH� YDULRXV� RXWFRPHV� RI� 81&('� LV� RXWVLGH� WKH� VFRSH� RI� WKH� SUHVHQW� VWXG\�� LWV� RYHUDOO�LPSRUWDQFH� OLHV� LQ� WKH� FRQFHUQ� H[SUHVVHG� E\� WKH� LQWHUQDWLRQDO� FRPPXQLW\�� SDUWLFXODUO\� WKH�GHYHORSLQJ� FRXQWULHV� ZKLFK� FRQWDLQ� WKH� PRVW� HQYLURQPHQWDOO\� YXOQHUDEOH�� WR� SURWHFW� WKH�JOREDO� QDWXUDO� HQYLURQPHQW�� 7KLV� FRQFHUQ�� SDUWLFXODUO\� LQ� UHODWLRQ� WR� WKH� FRQFHSW� RI�VXVWDLQDELOLW\� �VHH�� IRU� H[DPSOH�� %HEELQJWRQ�� ������� DQG� WKH� ULVH� LQ� WKH� µJUHHQ¶�PRYHPHQW�GXULQJ�WKH�ODWH�����V�DQG�HDUO\�����V��VHH��IRU�H[DPSOH��(ONLQJWRQ���������PD\�EH�VHHQ�DV�WKH�PDQLIHVWDWLRQ� RI� D� QHZ�� SRWHQWLDOO\� SRWHQW� FKDOOHQJH� WR� WKH� H[LVWLQJ� EXVLQHVV�VRFLHW\�UHODWLRQVKLS�DQG�WKH�EXVLQHVV�KHJHPRQ\��2U��WR�SXW�LW�DQRWKHU�ZD\��D�µFULVLV�RI�FDSLWDOLVP¶��VHH�&KDSWHU����6HFWLRQ������LQ�WKH�FRQWH[W�RI�WKH�QHZ�SROLWLFV�RI�VXVWDLQDEOH�GHYHORSPHQW��1HZHOO��������%XVLQHVV�� DLGHG� E\� µSRVLWLYH¶� HFRQRPLFV� DQG� WUDGLWLRQDO� IRUPV� RI� DFFRXQWLQJ�� KDYH�WUDGLWLRQDOO\�YLHZHG�WKH�QDWXUDO�HQYLURQPHQW�IURP�D�XWLOLWDULDQ�SHUVSHFWLYH��QDWXUDO�UHVRXUFHV�EHLQJ� D� WUDGHDEOH�� VDFULILFLDO� FRPPRGLW\� WR� EH� H[SORLWHG� XQGHU� OLFHQFH� IURP� QDWLRQDO�JRYHUQPHQWV� DV� SDUW� RI� D� UHPLW� IURP� WKH� VWDWH� WR� FUHDWH� ZHDOWK�� SURYLGH� HPSOR\PHQW��PD[LPLVH� SURGXFWLYLW\� DQG� HIILFLHQF\�� HWF�� +RZHYHU�� GUDZLQJ� RQ� WKH� GHILQLWLRQ� RI�µHQYLURQPHQW¶�DV�SURYLGHG�LQ�&KDSWHU����WKH�QDWXUDO�HQYLURQPHQW�LQ�DQ�HFRORJLFDO�FRQWH[W�FDQ�EH� FRQVWUXHG� DV� D� VHSDUDWH� DQG� GLVWLQFW� DVSHFW� RI� UHDOLW\�� ERWK� LQ� WHUPV� RI� WKH� QDWXUDO�HQYLURQPHQW�LWVHOI�DQG�RI�KXPDQ�H[SHULHQFHV�ZLWKLQ�WKDW�FRQWH[W��WKH�ODWWHU�ZRXOG�LQFOXGH��IRU�H[DPSOH�� WKH� SK\VLFDO� DQG� DHVWKHWLF� H[SHULHQFHV� GHULYHG� IURP� REVHUYLQJ� DQG� GLVFRYHULQJ�DVSHFWV� RI� D� SULVWLQH�� QDWXUDO� ZRUOG��� 6XFK� D� SHUVSHFWLYH� DOORZV� DOWHUQDWLYH� �DGPLWWHGO\��DQWKURSRFHQWULF�FRQVWUXFWLRQV�RI�WKH�HQYLURQPHQW�WR�HPHUJH��LQFOXGLQJ�WKRVH�ZKLFK�UHFRJQLVH�WKH� HQYLURQPHQW� DV� KDYLQJ� FHUWDLQ� ULJKWV� DQG� LQWHUHVWV� VHSDUDWH� DQG� GLVWLQFW� IURP� WKRVH� RI�KXPDQNLQG�� 7R� VRPH�� SDUWLFXODUO\� WKH� JUHHQ� DFWLYLVWV� DQG� WKH� GHHS� HFRORJ\� DQG� VSLULWXDO�HFRORJ\� PRYHPHQWV�� WKHVH� ULJKWV� DQG� LQWHUHVWV� DUH� LQFUHDVLQJO\� VHHQ� DV� VXEMXJDWHG� E\� WKH�ULJKWV� DQG� LQWHUHVWV� RI� FDSLWDOLVP� DV� D� ZKROH� DQG� WKRVH� RI�ODUJH�� EXVLQHVV� RUJDQL]DWLRQV� LQ�SDUWLFXODU���7KLV� FRQIOLFW� RI� LQWHUHVW� EHWZHHQ� FDSLWDOLVP�DQG� WKH� HQYLURQPHQW�� VHHQ� LQ� LWV�PRUH� H[WUHPH�IRUPV�DV�µWKH�HQYLURQPHQWDO�FULVLV¶��PD\��ZKHQ�YLHZHG�WKURXJK�WKH�OHQV�RI�3($7��EH�VHHQ�DV�WKH�PDQLIHVWDWLRQ�RI�D�QHZ�FKDOOHQJH��RU�FULVLV��LQ�WKH�GHYHORSPHQW�RI�ODWH�WZHQWLHWK�FHQWXU\�FDSLWDOLVP��*UHDWHU� FRQFHUQ� IRU� WKH� QDWXUDO� HQYLURQPHQW� IURP� WKH�7KLUG�:RUOG��1*2V�� WKH�
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JHQHUDO�SXEOLF�DQG�WKXV��LQ�WXUQ��WKH�VWDWH��UHSUHVHQWV�D�SRWHQWLDOO\�VHULRXV�WKUHDW�WR�WKLV�DVSHFW�RI� WKH� EXVLQHVV�VRFLHW\� UHODWLRQVKLS� IRU� :HVWHUQ�� FDSLWDOLVW� VRFLHWLHV�� 3XW� VLPSO\�� VXFK�FRQFHUQV� PD\� OHDG� WR� WKH� GHYHORSPHQW� RI� D� FRXQWHU�KHJHPRQ\� ZKLFK� VHHNV� WR� HPSRZHU�QDWXUDO� FDSLWDO� DW� WKH� H[SHQVH� RI� PRQH\� FDSLWDO� WKURXJK� WRXJKHU� HQYLURQPHQWDO� SURWHFWLRQ�ODZV�DQG�OHJDO�OLPLWV�RQ�WKH�H[SORLWDWLRQ��FRQVXPSWLRQ�DQG�XVH�RI�QDWXUDO�UHVRXUFHV��5HLVPDQ��������� IRU� H[DPSOH�� LQ� KLV� WUHDWLVH� RQ� FDSLWDOLVP�� FRQFOXGHV� WKDW� HQYLURQPHQWDOLVP� LV� WKH�JUHDWHVW� FXUUHQW� WKUHDW� WR� FDSLWDOLVP�� UHJDUGLQJ� LW� DV� WKH� µUHG�PRYHPHQW� LQ� LWV� GHPHQWHG�ROG�DJH¶��6LPLODUO\��(ONLQJWRQ�DQG�'LPPRFN��������TXRWH�WKH�WKHQ�SUHVLGHQW�RI�,&&�DV�VWDWLQJ�WKDW�WKH�µZLWKHULQJ�DZD\�RI�WKH�0DU[LVW�FKDOOHQJH¶��SUHVXPDEO\�UHIHUULQJ�WR�WKH�IDOO�RI�FRPPXQLVP�LQ�(DVWHUQ�(XURSH�� OHIW� WKH� HQYLURQPHQWDO� FKDOOHQJH�DV� WKH�PRVW� IXQGDPHQWDO�FKDOOHQJH� IDFLQJ�EXVLQHVV�LQ�WKH�IRUHVHHDEOH�IXWXUH��,Q�WKLV�FRQWH[W��WKH�FRQVWUXFWLRQ�JLYHQ�WR�WKH�QDWXUH�RI�WKH�UHODWLRQVKLS� EHWZHHQ� HFRQRP\� �L�H�� EXVLQHVV�� DQG� HFRORJ\� �L�H�� WKH� QDWXUDO� HQYLURQPHQW�� LV�IXQGDPHQWDO� WR� KRZ� VRFLHW\� DGGUHVVHV�� GHEDWHV� DQG� UHVROYHV� DQ\� SHUFHLYHG� FRQWUDGLFWLRQ�EHWZHHQ� WKH� WZR���� ,Q�RWKHU�ZRUGV�� WKH�SHUFHLYHG�PDJQLWXGH�RI� WKH�HQYLURQPHQWDO�FKDOOHQJH�RU�FULVLV��GHSHQGLQJ�RQ�KRZ�RQH�VHHV�LW��LQ�WKH�FRQWH[W�RI�WKH�EXVLQHVV�VRFLHW\�UHODWLRQVKLS�LV�HVVHQWLDOO\� D� IXQFWLRQ� RI� WKH� GHJUHH� WR�ZKLFK� WKH� JRDOV� RI� HFRQRPLF� JURZWK� DQG� HFRORJLFDO�SURWHFWLRQ� DUH� FRQVWUXFWHG� DV� FRPSDWLEOH�LQFRPSDWLEOH�ZLWK� RQH� DQRWKHU��0RUH� SDUWLFXODUO\��JLYHQ� WKH� VLJQLILFDQW� GHJUHH� WR� ZKLFK� DQ\� µVWURQJ¶� VRFLDO� FRQVWUXFWLRQ� RI� VXVWDLQDELOLW\�UHSUHVHQWV�D�FKDOOHQJH�WR�OLEHUDO�HFRQRPLF�GHPRFUDFLHV�RSHUDWLQJ�XQGHU�LQGXVWULDO�FDSLWDOLVP��VHH�� IRU� H[DPSOH�� %HEELQJWRQ� DQG� 7KRPVRQ�� ������� WKLV� FKDOOHQJH� KDV� WKH� SRWHQWLDO� WR�GHYHORS�LQWR�D�FULVLV�RI�VXFK�PDJQLWXGH�DV�WR�WKUHDWHQ�QRW�MXVW�WKH�OHJLWLPDF\�RI�WKH�EXVLQHVV�RUJDQL]DWLRQ��DV�GHVFULEHG�XQGHU�2/7���EXW� WKH�YHU\�OHJLWLPDF\�RI� WKH�VRFLDO�V\VWHP LWVHOI����+HQFH�� ZKDWHYHU� FRQVWUXFWLRQ� LV� JLYHQ� WR� VXVWDLQDELOLW\� LV� FUXFLDO� WR� WKH� RXWFRPH� RI� WKH�VXVWDLQDELOLW\�GHEDWH�%\� SUHVHQWLQJ� WKH� µHQYLURQPHQWDO� FULVLV¶� �$UYLOO�� ������ DV� D� �SRWHQWLDOO\�� V\VWHPLF� WKUHDW� WR�FDSLWDOLVP�� WKH� WKHRUHWLFDO� IUDPHZRUN�SURYLGHG�E\�3($7�FDQ�EH�HPSOR\HG� WR� LQWHUSUHW�KRZ�FDSLWDO�� WKURXJK� WKH� ODUJH� EXVLQHVV� RUJDQL]DWLRQ�� XVHV� DFFRXQWLQJ� DQG� UHSRUWLQJ� DV� SDUW� RI� D�VWUDWHJ\� RI� VXSSUHVVLQJ�� P\VWLI\LQJ� DQG� WUDQVIRUPLQJ� WKH� VXVWDLQDEOH� GHYHORSPHQW� DJHQGD��7KXV�� XVLQJ� 3($7�� LW�PD\� EH� K\SRWKHVLVHG� WKDW� FDSLWDO�� LQ� V\VWHPLF� SROLWLFDO� WHUPV��ZRXOG�KDYH�WKH�IROORZLQJ�µEURDG�EUXVK¶�DLPV�LQ�WKH�FRQWH[W�RI�D�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ�VWUDWHJ\��L� VXSSUHVVLRQ ± FDSLWDO� ZLOO� VHHN� WR� VXSSUHVV� DQ\� VLJQLILFDQW� GHYHORSPHQW� RI� WKH�PRUH�UDGLFDO�IRUPV�RI�DFFRXQWLQJ�IRU �XQ�VXVWDLQDELOLW\�VLQFH�WKHVH�ZRXOG�PRVW�OLNHO\�SURYLGH�D� YHU\� GLIIHUHQW� DFFRXQW� RI� WKH� EHQHILWV�FRVWV� RI� FDSLWDOLVP� �VHH�� IRU� H[DPSOH��%HEELQJWRQ�HW�DO���������*UD\��������LL� WUDQVIRUPDWLRQ� ± FDSLWDO� ZLOO� VHHN� WR� GHILQH�� FDSWXUH� DQG� FRQWURO� WKH� VXVWDLQDELOLW\�GHEDWH��WUDQVIRUPLQJ�WKH�GLVFRXUVH�LQWR�RQH�ZKLFK�GRHV�QRW�WKUHDWHQ�WKH�VWDWXV�TXR��DQG��LLL� P\VWLILFDWLRQ ± WKH�ODQJXDJH�DQG�LPDJHU\�RI�FRUSRUDWH�UHSRUWV�ZLOO�EH�SUHVHQWHG�LQ�VXFK�D� ZD\� DV� WR� FUHDWH� WKH� LPSUHVVLRQ� WKDW� WKH� SXUVXLW� RI� VXVWDLQDEOH� GHYHORSPHQW� LV� QRW�LQFRPSDWLEOH�ZLWK�FDSLWDOLVP�,Q� HVVHQFH�� ZKHQ� YLHZHG� WKURXJK� WKH� OHQV� RI� 3($7�� HDFK� RI� WKHVH� DFWLYLWLHV� KDV� WKH� VDPH�XQGHUO\LQJ�UDWLRQDOH��QDPHO\�WR�WUDQVIRUP�D�µFULVLV�RI�FDSLWDOLVP¶�LQWR�D�VWDWH�RI�DIIDLUV�ZKLFK�OHDYHV� WKH� SUHVHQW� VRFLDO� V\VWHP� DQG� LWV� LQKHUHQW� VWUXFWXUDO� LQHTXDOLWLHV� DQG� SULYLOHJHV�



,QWHUSUHWLQJ�WUHQGV�LQ�&('

���

XQFKDOOHQJHG� DQG� XQFKDQJHG����:KLOVW� QRQH� RI� WKHVH� H[SODQDWLRQV� FDQ� EH� XVHG� WR� LQWHUSUHW�WUHQGV� LQ� &('� SHU� VH� WKH\� GR� RIIHU� YDOXDEOH� LQVLJKWV� ZKHQ� VHHNLQJ� WR� LQWHUSUHW� WKH�PRWLYDWLRQV� XQGHUO\LQJ� WKH� HQYLURQPHQWDO� UHSRUWLQJ� VWUDWHJLHV� DGRSWHG�E\� FRPSDQLHV�ZKLFK�OLH� EHKLQG� WKHVH� WUHQGV�� +RZHYHU�� VHHNLQJ� WR� LQWHUSUHW� WKH� µVWRU\¶� ZKLFK� ODUJH� (XURSHDQ�EXVLQHVVHV� ZHUH� VHHNLQJ� WR� FRQYH\� WKURXJK� WKHLU� HQYLURQPHQWDO� GLVFORVXUH� VWUDWHJLHV� LV�SUREOHPDWLF� EHFDXVH� LW� LV� HYLGHQW� WKDW� D� QXPEHU� RI� GLIIHUHQW� �DQG� QRW� HQWLUHO\� FRQVLVWHQW��µVWRULHV¶� ZHUH� EHLQJ� WROG� VLPXOWDQHRXVO\�� 7KHVH� µVWRULHV¶� PD\�� IRU� VLPSOLFLW\¶V� VDNH�� EH�JURXSHG�LQWR�IRXU�FDWHJRULHV��L� VWDWHPHQWV� WR� WKH� HIIHFW� WKDW� WKDW� WKH�SULPDU\�JRDOV�RI�EXVLQHVV� DUH� WR� LQFUHDVH�PDUNHW�VKDUH��SURILWDELOLW\�DQG�VKDUHKROGHU�YDOXH�EDVHG�XSRQ�WKH�IUHH�HQWHUSULVH�V\VWHP����LL� VWDWHPHQWV�WR�WKH�HIIHFW�WKDW�WKH�QDWXUDO�HQYLURQPHQW�LV�LPSRUWDQW�DQG�WKDW�EXVLQHVV�WDNHV�LWV�UHVSRQVLELOLW\�LQ�UHODWLRQ�WR�WKH�HQYLURQPHQW�VHULRXVO\����LLL� VWDWHPHQWV� WR� WKH�HIIHFW� WKDW�H[FHVVLYH� UHJXODWRU\�PHDVXUHV� WR�SURWHFW� WKH�HQYLURQPHQW�DUH�KDUPLQJ��RU�FRXOG�KDUP��EXVLQHVV����DQG��LY� VWDWHPHQWV�WR�WKH�HIIHFW�WKDW�LW�LV�SRVVLEOH�WR�FRPELQH�WKH�SULPDU\�JRDOV�RI�EXVLQHVV�ZLWK�HQYLURQPHQWDO� SURWHFWLRQ� WKURXJK� SXUVXLQJ� WKH� µVXVWDLQDEOH� GHYHORSPHQW¶� DJHQGD� �VHH�7DEOH������EHORZ��6WDWHPHQWV�IDOOLQJ�LQWR�FDWHJRULHV��L��DQG��LLL���ZKLOVW�FOHDUO\�LQ�NHHSLQJ�ZLWK�WKH�JRDOV�RI�WKH�FDSLWDOLVW�V\VWHP�DV�D�ZKROH��DUH�QRW�HDVLO\�UHFRQFLODEOH�WR� WKRVH�IDOOLQJ�XQGHU�LWHPV��LL��DQG��LY�� XQOHVV µVXVWDLQDEOH� GHYHORSPHQW¶� LV� FRQVWUXFWHG� IURP� ZLWKLQ� WKH� WUDGLWLRQDO� HFRQRPLF�JURZWK�� IUHH PDUNHWV� SDUDGLJP�� ,Q� RWKHU�ZRUGV�� HYHQ� WKRXJK� VXVWDLQDELOLW\�ZDV�� E\� WKH� ODWH�����V� DQG� HDUO\�����V�� QR� ORQJHU� DQ� LVVXH� WKDW� EXVLQHVV� RU� QDWLRQ� 6WDWHV� FRXOG� LJQRUH� RU�VXSSUHVV��VHH��IRU�H[DPSOH��%HQGHOO��������(ONLQJWRQ��������6(5���������WKH�GRRU�UHPDLQHG�RSHQ�IRU�FDSLWDO��WKURXJK�WKH�EXVLQHVV�RUJDQL]DWLRQ��WR�XVH�FRUSRUDWH�UHSRUWV�IRU�PDQLSXODWLQJ��P\VWLI\LQJ��PDQDJLQJ�DQG�XOWLPDWHO\� WUDQVIRUPLQJ� WKH� VXVWDLQDELOLW\�GHEDWH� VR�DV� WR� UHPRYH�WKH�WKUHDW�SRVHG�E\�D�PRUH�UDGLFDO�LQWHUSUHWDWLRQ�7KDW�EXVLQHVV�EHJDQ� WR� WDNH�WKH�HQYLURQPHQW�PRUH�VHULRXVO\�LQ�D�UHSRUWLQJ�FRQWH[W� LV�QRW� LQ�GLVSXWH�KHUH� �VHH�7DEOH��������+RZHYHU�� WKHUH�ZDV�D�JURZLQJ�GLVFHUQPHQW� LQ� WKH� ODWH�����V�DQG�HDUO\�����V� WKDW�EXVLQHVV�ZDV�DWWHPSWLQJ� WR� LQIOXHQFH�WKH�GLUHFWLRQ�RI� WKH�VXVWDLQDELOLW\�GHEDWH� �VHH�� IRU� H[DPSOH��%HGHU�� ������*UHHU� DQG�%UXQR�� ������:HOIRUG�� �������8VLQJ� WKH�WKHRUHWLFDO� IUDPHZRUN� RI� 3($7�� LW� PD\� EH� K\SRWKHVL]HG� WKDW� ODUJH� EXVLQHVV� FRUSRUDWLRQV�EHFDPH� HQJDJHG� LQ� WUDQVIRUPLQJ� DQG� P\VWLI\LQJ� WKH� VXVWDLQDELOLW\� GHEDWH� E\� FUHDWLQJ� WKH�LPSUHVVLRQ�WKDW�WKH�SXUVXLW�RI�VXVWDLQDEOH�GHYHORSPHQW�LV�QRW LQFRPSDWLEOH�ZLWK�WKH�JRDOV�RI�WKH� FDSLWDOLVW� V\VWHP�� (PSLULFDO� HYLGHQFH� ZKLFK� FRXOG� EH� LQWHUSUHWHG� LQ� WKH� FRQWH[W� RI�PDQDJHPHQW¶V�XVH�RI�FRUSRUDWH� UHSRUWV�DV�SDUW�RI�VXFK�D�VWUDWHJ\� LV�SURYLGHG� LQ�7DEOH������EHORZ�EDVHG�RQ�WKH�FRQWHQW�DQDO\VLV�RI�WKH�UHSRUWV�LQFOXGHG�LQ�WKH�SUHVHQW�VWXG\����6HYHUDO�REVHUYDWLRQV�PD\�EH�PDGH�EDVHG�RQ�WKH�GDWD�SUHVHQWHG�LQ�7DEOH������DQG�WKH�ZLGHU�UHYLHZ� �QRW� UHSRUWHG� KHUH�� XQGHUWDNHQ� WR� H[WUDFW� WKLV� GDWD���� )LUVWO\�� LW� LV� HYLGHQW� WKDW�VXVWDLQDEOH�GHYHORSPHQW�ZDV�DQ� LVVXH� IRU� ODUJH�(XURSHDQ�EXVLQHVV�RUJDQL]DWLRQV�GXULQJ� WKH�SHULRG� RI� WKH� VWXG\�� 7KXV�� LW� VHHPV� UHDVRQDEOH� WR� DUJXH� WKDW� FDSLWDO�� WKURXJK� WKH� EXVLQHVV�RUJDQL]DWLRQ�� ZDV� HQJDJHG� LQ� WKH� GLVFRXUVH� VXUURXQGLQJ� WKH� RXWFRPH� RI� WKH� VXVWDLQDELOLW\�GHEDWH�� 6HFRQGO\�� WKH� YDULRXV� VWDWHPHQWV� PDGH� LQ� WKLV� FRQWH[W� VHHN� WR� HPSKDVLVH� WKH�FRPSDWLELOLW\�RI�D�IUHH�PDUNHW�HFRQRP\�ZLWK�D�UHVSRQVLEOH�DWWLWXGH�WR�WKH�HQYLURQPHQW��:KLOVW�SURWHFWLQJ�WKH�HQYLURQPHQW�PD\�KDYH�EHFRPH�D�PRUH�LPSRUWDQW�LVVXH�WR�EXVLQHVV��WKLV�LV�QRW�
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VHHQ� DV� LPSO\LQJ� WKDW� WKH� EDE\� KDG� WR� EH� WKURZQ� RXW�ZLWK� WKH� EDWK�ZDWHU�� 5DWKHU�� JURZWK��JHQHUDWLQJ�SURILWV��HQYLURQPHQWDO�DQG�VRFLDO�MXVWLFH�DUH�VHHQ�DV�SHUIHFWO\�FRPSDWLEOH�ZLWK�RQH�DQRWKHU��VRPHWLPHV�UHIHUUHG�WR�DV�WKH�µZLQ�ZLQ�ZLQ¶�VFHQDULR�RI�VXVWDLQDEOH�GHYHORSPHQW��
7DEOH�����0DQLSXODWLQJ��P\VWLI\LQJ�DQG�WUDQVIRUPLQJ�WKH�VXVWDLQDELOLW\�GHEDWH&RPSDQ\��VRXUFH� ([WUDFW
$N]R�1REHO��(5�������S��� ³$N]R�1REHO�VHHNV�WR�PDNH�D�VLJQLILFDQW�FRQWULEXWLRQ�WR�VXVWDLQDEOH�JURZWK�LQ�WHUPV�RI� WKH�ZRUOG�HFRQRP\��QRW�RQO\�E\�VHUYLQJ�RXU�FXVWRPHUV�EXW�DOVR�E\�REVHUYLQJ�KLJK�HQYLURQPHQWDO�VWDQGDUGV�´%D\HU��(5�������S��� ³>6@XVWDLQDEOH�GHYHORSPHQW�GRHV�QRW�RQO\�GHPDQG�D�QHZ�LPSHWXV�LQ�WKH�ILHOG�RI�HFRORJ\��(FRQRPLF�DQG�VRFLDO�JRDOV�DOVR�KDYH�WR�EH�VXVWDLQDEOH��2QO\�LI�WKH�REMHFWLYHV� LQ� DOO� WKUHH� DUHDV� DUH� SXUVXHG�ZLWK� HTXDO� YLJRXU� FDQ� VXVWDLQDEOH�GHYHORSPHQW�SRLQW�WKH�ZD\�WR�WKH�IXWXUH�´%$6)�$5�������S��� ³,Q� RXU�ZRUN�ZH� DUH� JXLGHG� E\� WKH� FRQFHSW� RI� VXVWDLQDEOH� GHYHORSPHQW�� ����'HYHORSPHQW�JHDUHG�WR�WKH�IXWXUH�UHTXLUHV�LQQRYDWLYH�SURGXFWV�ZKLFK�LQ�WXUQ�DVVXUH� D� FRPSDQ\¶V� VXFFHVV�� :H� QHHG� DQ� HQYLURQPHQW� ZKLFK� JLYHV� HTXDO�SULRULW\�WR�HFRQRPLF��HFRORJLFDO�DQG�VRFLDO�REMHFWLYHV�´+HQNHO�������(5��S��� ³:H� DUH� FRQYLQFHG� WKDW� JURZWK�� JHQHUDWLQJ� SURILWV� DQG� HQYLURQPHQWDO�FRPSDWLELOLW\�DUH�QRW�LUUHFRQFLODEOH��+HQNHO�LV�FRPPLWWHG�WR�WKH�SULQFLSOHV�RI�WKH�>,&&@�%XVLQHVV�&KDUWHU�IRU�6XVWDLQDEOH�'HYHORSPHQW�´+RHFKVW��$5�������S��� ³+RHFKVW� IXOO\� DFNQRZOHGJHV� LWV� HFRQRPLF�� VRFLDO� DQG� HQYLURQPHQWDO�UHVSRQVLELOLWLHV�DQG�LV�FRPPLWWHG�WR�VXVWDLQDEOH�GHYHORSPHQW�´+RRJRYHQV��$5�����S��� ³$V� D� UHVSRQVLEOH� SDUWLFLSDQW� LQ� VRFLHW\�� +RRJRYHQV� FRQWULEXWHV� WRZDUGV�VXVWDLQDEOH�GHYHORSPHQW�´1HGHUODQG�6SRRUZHJHQ��$5������ S����

³>2@XU� REMHFWLYH� LV� WR� FRQGXFW� RXU� DFWLYLWLHV� RQ� DQ� HFRORJLFDOO\� VXVWDLQDEOH�EDVLV�ZKLOH�DW�WKH�VDPH�WLPH�VDIHJXDUGLQJ�WKH�FRQWLQXLW\�RI�RXU�EXVLQHVV�DQG�RXU�VWURQJ�PDUNHW�SRVLWLRQ�´5R\DO�'XWFK��6KHOO�$5�������S���
³(QYLURQPHQWDO� FRQVLGHUDWLRQV� PXVW� EH� ZHLJKHG� DORQJVLGH� RWKHU� SUHVVLQJ�VRFLDO� DQG� HFRQRPLF� UHTXLUHPHQWV�� DQG� REMHFWLYH� MXGJHPHQWV�PXVW� EH�PDGH�DERXW�FRVWV�DQG�EHQHILWV�RI�HQYLURQPHQWDO�PHDVXUHV�´8QLOHYHU��(5�������S���� ³8QLOHYHU�ZLVKHV�WR�EH�SDUW�RI�D�VXVWDLQDEOH�IXWXUH��LQ�ZKLFK�HFRQRPLF�JURZWK�FRPELQHV� ZLWK� VRXQG� HQYLURQPHQWDO� PDQDJHPHQW� WR� PHHW� WKH� QHHGV� DQG�DVSLUDWLRQV�RI�SHRSOH�WKURXJKRXW�WKH�ZRUOG�´9RONVZDJHQ��$5�������S���� ³(QYLURQPHQWDO�SURWHFWLRQ�LV�WKH�FKDOOHQJH�RI�RXU�DJH��«�2XU�EDVLF�DSSURDFK�LV� GHULYHG� IURP� WKH� SULQFLSOHV� ODLG� GRZQ� LQ� WKH� ,QWHUQDWLRQDO� &KDPEHU� RI�&RPPHUFH� �,&&��� ZKLFK� SODFHV� HPSKDVLV� RQ� VXVWDLQDEOH� GHYHORSPHQW� � LQ�RWKHU�ZRUGV��HFRQRPLF�DFWLYLW\�WKDW�PHHWV�WKH�QHHGV�RI�WKH�SUHVHQW�DJH�ZLWKRXW�HQGDQJHULQJ�WKH�ZHOO�EHLQJ�RI�IXWXUH�JHQHUDWLRQV�´1RWHV��:KHUH��$5� �$QQXDO�5HSRUW��(5� �(QYLURQPHQW�UHSRUW�7KLUGO\�� LQVWLWXWLRQDO� VXSSRUW� IRU� WKLV� SHUVSHFWLYH� LV� EDVHG� RQ� WKH� GHILQLWLRQ� RI� VXVWDLQDEOH�GHYHORSPHQW�DV�SURYLGHG�LQ�WKH�%UXQGWODQG�5HSRUW�2XU�&RPPRQ�)XWXUH �81:&('��������DQG� WKH� ,&&¶V�%XVLQHVV� &KDUWHU� IRU� 6XVWDLQDEOH� 'HYHORSPHQW �UHSURGXFHG� LQ� *UD\� HW� DO�������� SS���������� 6LQFH� QHLWKHU� RI� WKHVH� VRFLDO� FRQVWUXFWLRQV� RI� VXVWDLQDELOLW\� UHSUHVHQW� D�VHULRXV� WKUHDW� WR� FDSLWDOLVP���� XVLQJ� WKH� 3($7� IUDPHZRUN�� LW�PD\� EH� LQWHUSUHWHG� WKDW� WKHVH�
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VRXUFHV�DUH�EHLQJ�XVHG��ERWK�LQ�D�UHSRUWLQJ�FRQWH[W�DQG�LQ�WKH�JHQHUDO�GLVFRXUVH�ZLWK�VRFLHW\��DV� LGHRORJLFDO� ZHDSRQV� WR� WUDQVIRUP� WKH� VXVWDLQDELOLW\� GHEDWH� LQWR� RQH� ZKLFK� OHDYHV� WKH�SUHVHQW� VRFLDO� V\VWHP�HVVHQWLDOO\�XQFKDQJHG��8QGHU� WKLV� LQWHUSUHWDWLRQ�� WKH� LQFUHDVH� LQ�&('�RYHU� WKH� SHULRG� RI� WKH� VWXG\� LV� HQWLUHO\� FRQVLVWHQW� ZLWK� EXVLQHVV¶� DWWHPSW� WR� PDQDJH� WKH�VXVWDLQDEOH� GHYHORSPHQW� GHEDWH�� ,QFUHDVLQJ� WKH� DPRXQW� RI� UHSRUWLQJ� VSDFH� GHYRWHG� WR� HFR�HIILFLHQF\� LVVXHV� �L�H�� UHGXFLQJ� ZDVWH� DQG� HPLVVLRQV�� LPSURYLQJ� UHF\FOLQJ�� HWF��� GLVWUDFWV�VRFLHW\¶V� DWWHQWLRQ� DZD\� IURP� WKH�PRUH� UDGLFDO� HOHPHQWV� RI� VXVWDLQDELOLW\� �L�H�� WKRVH�ZKLFK�FKDOOHQJH� WKH�PRUDO� OHJLWLPDF\�RI�FDSLWDOLVP�LWVHOI��� WKXV� UHLQIRUFLQJ�DWWHPSWV� WR�FRQWURO� WKH�GHEDWH� RYHU� VXVWDLQDELOLW\���� $V� VXFK�� FRUSRUDWH� VWDWHPHQWV� ZKLFK� SUHVHQW� PDQDJHPHQW¶V�FRQVWUXFWLRQ� RI� VXVWDLQDELOLW\� LQ� D� ZD\� WKDW� LV� FRQVLVWHQW� ZLWK� WKH� SULPDU\� JRDOV� RI�LQWHUQDWLRQDO� FDSLWDOLVP� �7DEOH� ������ PD\� EH� LQWHUSUHWHG� DV� SDUW� RI� D� VWUDWHJ\� WR� P\VWLI\��PHGLDWH�DQG�WUDQVIRUP�D�SRWHQWLDO�FULVLV�EHWZHHQ�FDSLWDO�DQG�WKH�QDWXUDO�HQYLURQPHQW�:KLOVW� WKLV� LQWHUSUHWDWLRQ� SURYLGHV� DQ� LQVLJKW� LQWR� WKH� SXEOLF� UHODWLRQV� VWUDWHJLHV� RI� ODUJH�EXVLQHVV�RUJDQL]DWLRQV�LW�LV�GLIILFXOW�WR�DVVHVV�WKH�GHJUHH�WR�ZKLFK�WKH\�DUH�LQIOXHQWLDO�LQ�WHUPV�RI� WKH� EXVLQHVV�VRFLHW\� UHODWLRQVKLS�� $W� RQH� OHYHO�� WKHUH� LV� FOHDU� FRQILUPDWLRQ� RI�PDQDJHPHQW¶V�SHUFHSWLRQV�RI�LWV�UHVSRQVLELOLW\�LQ�UHODWLRQ�WR�WKH�HQYLURQPHQW��+RZHYHU��LW�LV�HYLGHQW� WKDW� RWKHU� �QRQ�UHSRUWLQJ�� VWUDWHJLHV�ZHUH� DGRSWHG�� VXFK� DV� WKH� OREE\LQJ�RI�QDWLRQDO�JRYHUQPHQWV� LQ� VLJQLQJ� XS� WR� LQWHUQDWLRQDO� IUHH� WUDGH� WUHDWLHV� �H�J�� WKH� :RUOG� 7UDGH�2UJDQL]DWLRQ� �:72��� DQG� LQIOXHQFLQJ� WKH� RXWFRPHV� RI� LQWHUQDWLRQDO� FRQIHUHQFHV� DQG�SURWRFROV�VXFK�DV�WKRVH�UHODWLQJ�WR�VXVWDLQDEOH�GHYHORSPHQW��WKLUG�ZRUOG�SRYHUW\�DQG�FOLPDWH�FKDQJH��,W�LV�ZRUWK�QRWLQJ��IRU�H[DPSOH��WKH�HQYLURQPHQWDO�PRYHPHQW¶V�JURZLQJ�SHUFHSWLRQ�LQ�WKH� ����V� RI� WKH� IDLOXUH� RI� LQWHUQDWLRQDO� HQYLURQPHQWDO� DJUHHPHQWV� VXFK� DV� 81&('� �VHH�DERYH�� WR� UHJXODWH� WUDQVQDWLRQDO� FRPSDQLHV� �71&V�� UHVSRQVLEOH� IRU� HFRORJLFDO� GHJUDGDWLRQ��&KDWWHUMHH� DQG� )LQJHU� �������� IRU� H[DPSOH�� UHSRUW� WKDW� WKH� LVVXH� RI� 71&� UHJXODWLRQ� ZDV�GURSSHG� IURP� WKH� 81&('� DJHQGD� DW� WKH� LQVLVWHQFH� RI� WKH� 86� LQ� SDUWLFXODU�� ,QVWHDG� RI�LQWHUQDWLRQDO� ELQGLQJ� FRPPLWPHQWV� ZKLFK� ZRXOG� UHJXODWH� FRUSRUDWH� EHKDYLRXU�� WKH ����V�ZHUH�ZLWQHVV�WR�³«�D�JURZWK�LQ�YROXQWDU\�DJUHHPHQWV��VHOI�PRQLWRULQJ�DQG�WKH�SUROLIHUDWLRQ�RI�VXVWDLQDELOLW\�DXGLWV�RI�FRUSRUDWLRQV�E\�H[WHUQDO�FRQVXOWDQWV´��1HZHOO�������S������$W� WKH�VDPH� WLPH� DV� GHYHORSLQJ� WKHLU� RZQ� VHW� RI� YROXQWDU\� JXLGHOLQHV� RQ WKH� HQYLURQPHQW� �PRVW�QRWDEO\� WKH� ,&&¶V� %XVLQHVV� &KDUWHU� IRU� 6XVWDLQDEOH� 'HYHORSPHQW��� ELJ� EXVLQHVV�� WKURXJK�RUJDQL]DWLRQV� VXFK� DV� WKH� ,&&� DQG� WKH� %XVLQHVV� &RXQFLO� IRU� 6XVWDLQDEOH� 'HYHORSPHQW��%&6'��� SUHVHQWHG� LWVHOI� GXULQJ� WKH� 81&('� QHJRWLDWLRQV� DV� SDUW� RI� WKH� VROXWLRQ� WR�HQYLURQPHQWDO� SUREOHPV���� DUJXLQJ� WKDW� RQO\� ELJ� EXVLQHVV� KDV� WKH� FDSLWDO�� WHFKQRORJ\� DQG�H[SHUWLVH�QHHGHG�WR�GHOLYHU�RQ�VXVWDLQDEOH�GHYHORSPHQW��&KDWWHUMHH�DQG�)LQJHU���������0RUH�UHFHQWO\�DW� WKH�(DUWK�6XPPLW� LQ�-RKDQQHVEXUJ� LQ������� WKH VXVWDLQDEOH�GHYHORSPHQW�DJHQGD�KDV� VKLIWHG�PDUNHGO\� DZD\� IURP� WKH� VRFLDO� DQG� HFRORJLFDO� DVSHFWV� RI� VXVWDLQDELOLW\� WRZDUGV�HFRQRPLF�GHYHORSPHQW��D�VWUDWHJ\�WKDW�LV�FOHDUO\�HYLGHQW�LQ�D�UHFHQW�SXEOLFDWLRQ�IURP�EXVLQHVV�OHDGHUV�DQG�WKH�:RUOG�%XVLQHVV�&RXQFLO IRU�6XVWDLQDEOH�'HYHORSPHQW��+ROOLGD\�HW�DO���������
���� 6XPPDU\�DQG�FRQFOXVLRQV7KH� GLYHUVH� WKHRUHWLFDO� SHUVSHFWLYHV� RXWOLQHG� DERYH� PD\� EH� VHHQ� DV� SURYLGLQJ� DOWHUQDWLYH�DFFRXQWV�RU�VWRULHV�RI�WKH�VDPH�VRFLDO�SKHQRPHQRQ��'UDZLQJ�FRQFOXVLRQV�IURP�WKHVH�GLYHUVHSHUVSHFWLYHV� ODUJHO\� GHSHQGV� XSRQ� WKH� YLHZ� WDNHQ� DERXW� WKH� VRFLDO� UHVSRQVLELOLWLHV� RI�FRPSDQLHV� LQ� WKH� FRQWH[W� RI� WKH� EXVLQHVV�VRFLHW\� UHODWLRQVKLS� �$GDPV� HW� DO��� ������� 7KH�QDUURZ� HFRQRPLF� SHUVSHFWLYH�� DV� RIIHUHG� E\� ($7�� DVVXPHV� WKDW� PDQDJHULDO� EHKDYLRXU LV�
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SUHGLFDWHG� RQ� VHOI�LQWHUHVW� DQG� WKDW� WKH� ODWWHU¶V� VROH� UHVSRQVLELOLW\� LV� WR� WKH� FRPSDQ\¶VVKDUHKROGHUV� WR� PD[LPLVH� WKHLU� UHWXUQV� VXEMHFW� RQO\� WR� REH\LQJ� DOO� UHOHYDQW� ODZV� DQG�UHJXODWLRQV��)URP�WKLV�SHUVSHFWLYH��LW�FRXOG�EH�DUJXHG�WKDW�WKH�WUHQG�LQ�&('�E\�%HQHOX[�DQG�*HUPDQ� FRPSDQLHV� RYHU� WKH� SHULRG� RI� WKH� VWXG\� VLPSO\� UHIOHFWV� PDQDJHPHQW¶V� LQFUHDVHG�HIIRUWV�WR�LQIOXHQFH�WKH�FRVW�RI�HTXLW\�DQG�GHEW�FDSLWDO��,W�ZRXOG�SHUKDSV�EH�D�UDWKHU�VZHHSLQJ�VWDWHPHQW�WR�VXJJHVW�WKDW�WKH�PRWLYH�RI�VHOI�LQWHUHVW�LV�QRW SUHVHQW�DW�DOO�LQ�UHODWLRQ�WR�WUHQGV�LQ�&('�RYHU�WKH�SHULRG�RI�WKH�VWXG\��+RZHYHU��LW�ZRXOG�EH�HTXDOO\�VZHHSLQJ�WR�VXJJHVW�WKDW�WKLV�LV� WKH�RQO\ PRWLYH��:KLOH� WKHUH� DUH�� DW� SUHVHQW�� QR� FOHDU�GHILQLWLRQV�RI�ZKDW� DFWLRQV� VRFLHW\�FRQVLGHUV� GHVLUDEOH� RU� HYHQ� QHFHVVDU\�� WKHUH� LV� DW� OHDVW� SDUWLDO� DJUHHPHQW� WKDW� FRPSDQLHV�VKRXOG�EHKDYH� LQ�DQ�HWKLFDOO\�DFFHSWDEOH�PDQQHU�� UHVWULFW�DQ\�DGYHUVH�HQYLURQPHQWDO� LPSDFW�RQ�WKH�HQYLURQPHQW�WR�D�PLQLPXP�DQG�EHKDYH�LQ�D�UHVSRQVLEOH�ZD\�WR�WKHLU�HPSOR\HHV��,I�LW�LV�JHQHUDOO\� DJUHHG� WKDW� WKHVH� DUH� GHVLUDEOH� FKDUDFWHULVWLFV� RI� D� FRPSDQ\�� WKHQ� D� FDVH� FDQ� EH�PDGH�IRU�WKH�UHSRUWLQJ�RI�LQIRUPDWLRQ�DERXW�FRUSRUDWH�DFWLYLWLHV�LQ�WKHVH�DUHDV��$GDPV�HW�DO�������E���7KH�SHUVSHFWLYHV�RIIHUHG�E\�ERWK�067�DQG�2/7�UHIOHFW�D�ZLGHU�VRFLR�HFRQRPLF�YLHZ�RI�WKH�ZRUOG��RQH�LQ�ZKLFK�&('�LV�VHHQ�DV�SDUW�RI�D�SURFHVV�IRU�PDQDJLQJ�RU�UHVSRQGLQJ�WR�VRFLR�HFRQRPLF� DQG� VRFLR�SROLWLFDO� LVVXHV� VXFK� DV� VRFLDO� DQG� HQYLURQPHQWDO� UHVSRQVLELOLW\��067�VXJJHVWV�WKDW�WKHVH�LVVXHV�DUH�PDQDJHG�IURP�D�VWULFWO\�RUJDQL]DWLRQ�FHQWUHG�SHUVSHFWLYH��ZKHUH�WKH�HPSKDVLV�LV�RQ�DSSHDULQJ�WR�DSSHDVH�NH\�VWDNHKROGHUV�ZKLOVW�DW�WKH�VDPH�WLPH�PDLQWDLQLQJ�FRXUVH� LQ� WHUPV� RI� WKH� RUJDQL]DWLRQ¶V� SULPDU\� �HFRQRPLF�� REMHFWLYHV�� ,Q� WKDW� FRQWH[W��HQYLURQPHQWDO�GLVFORVXUH� LV�VHHQ�DV�D�PHFKDQLVP�E\�ZKLFK�WKH�FRUSRUDWLRQ�PDQDJHV�LWV�NH\�VWDNHKROGHUV�� WUHQGV�LQ�WKH�TXDQWLW\��RULHQWDWLRQ�� WRQH�DQG�IRFXV�RI�VXFK�GLVFORVXUH�UHIOHFWLQJ�WKH� UHODWLYH� LPSRUWDQFH�RI�GLIIHUHQW� VWDNHKROGHU�JURXSV� WR� WKH�FRUSRUDWLRQ�� ,Q�FRQWUDVW��2/7�IRFXVHV�RQ�WKH�OHJLWLPDF\�RI�FRUSRUDWLRQV�LQ�WKH�FRQWH[W�RI�D�VRFLDO�FRQWUDFW�EHWZHHQ�EXVLQHVV�DQG�VRFLHW\�DV�D�ZKROH��WKH�WHUPV�RI�ZKLFK�DUH�VHHQ�DV�IOXLG��UDWKHU�WKDQ�LPPXWDEOH��)URP�WKLV�SHUVSHFWLYH�� WKH� JURZLQJ� HQYLURQPHQWDO� DJHQGD� LQ� WKH� ����V� LV� YLHZHG� DV� D� UHIOHFWLRQ� RIFKDQJHV� LQ� VRFLDO�YDOXHV�� DWWLWXGHV�DQG�QRUPV�� OHDGLQJ� WR�FKDQJHV� LQ� WKH� WHUPV�RI� WKH� VRFLDO�FRQWUDFW�EHWZHHQ�EXVLQHVV�DQG�VRFLHW\��DQG�KHQFH�WKH�SRVVLEOH�HPHUJHQFH�RI�D�OHJLWLPDF\�JDS��,Q� D� G\QDPLF� FRQWH[W�� FRUSRUDWLRQV� DUH� GHSLFWHG� DV� UHVSRQGLQJ� WR� WKHVH� GHYHORSPHQWV� RYHU�WLPH�E\�DGRSWLQJ�YDULRXV�OHJLWLPDWLRQ�VWUDWHJLHV�DLPHG�DW�PDQDJLQJ�WKH�OHJLWLPDF\�JDS��)URP�WKLV�SHUVSHFWLYH��&('�LV�DUJXHG�WR�EH�RQH�RI�WKH�PHFKDQLVPV�E\�ZKLFK�PDQDJHPHQW�HGXFDWHV�LWV� UHOHYDQW� SXEOLFV� DERXW� DFWXDO� LPSURYHPHQWV� LQ� HQYLURQPHQWDO� SHUIRUPDQFH��PDQLSXODWHV�WKHLU� SHUFHSWLRQV� DQG�RU� H[SHFWDWLRQV� DV� WR� WKH� FRPSDQ\¶V� HQYLURQPHQWDO� SHUIRUPDQFH�� RU�GLVWUDFWV� WKHLU�DWWHQWLRQ�DZD\�IURP�PRUH�GLVWXUELQJ�HQYLURQPHQWDO�LVVXHV��$V�VXFK��WUHQGV�LQ�WKH�TXDQWLW\��RULHQWDWLRQ��WRQH�DQG�IRFXV RI�&('�DUH�VHHQ�DV�GHWHUPLQHG�E\�WKH�SDUWLFXODU�PL[�RI� OHJLWLPDWLRQ� VWUDWHJLHV� EHLQJ� HPSOR\HG� E\� PDQDJHPHQW� RYHU� WLPH�� 7KH� RYHUZKHOPLQJ�DEVHQFH� RI� EDG�QHZV�� IRU� H[DPSOH��PD\�EH� VHHQ� DV�SDUW� RI� D� OHJLWLPDWLRQ� VWUDWHJ\� DLPHG�DW�LQIOXHQFLQJ� VRFLHW\¶V� SHUFHSWLRQV�� WKXV� HQDEOLQJ� PDQDJHPHQW� WR� FRQVWUXFW� DQ� LPDJH� RI� WKH�FRUSRUDWLRQ� DV� D� FRPSHWHQW� DQG� FRQFHUQHG� RUJDQL]DWLRQ� ZKLFK� WDNHV� LQ� UHVSRQVLELOLWLHV� LQ�UHODWLRQ�WR�HQYLURQPHQWDO�LVVXHV�VHULRXVO\��*UD\�HW�DO�������E���'HHJDQ�DQG�*RUGRQ���������LQ�FRQVLGHULQJ�WKH�YDULRXV�WKHRUHWLFDO�DUJXPHQWV�LQ�VXSSRUW�RI�FRPSDQLHV�GLVFORVLQJ�EDG�DV�ZHOO�DV�JRRG�QHZV��DUJXH�WKDW�UHDGHUV�RI�DQQXDO�UHSRUWV�DUH�OLNHO\�WR�KDYH�D�JHQHUDO�DZDUHQHVV�RI�WKH�SRWHQWLDOO\�KDUPIXO�DFWLYLWLHV�WKDW�FRPSDQLHV�XQGHUWDNH��$V�VXFK��WKHVH�UHDGHUV ZRXOG�EH�UDWKHU� F\QLFDO� RI� FRPSDQLHV� WKDW� GHOLEHUDWHO\� FKRVH� WR� DYRLG� DQ\� DGPLVVLRQ� RI� WKH� QHJDWLYH�
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DVSHFWV� RI� WKHLU� RUJDQL]DWLRQ¶V� HQYLURQPHQWDO� SHUIRUPDQFH�� 7KLV� OLQH� RI� DUJXPHQW� LV�FRQVLVWHQW�ZLWK�WKH�YLHZ�H[SUHVVHG�E\�.30*��������'LVFORVLQJ� WKH�EDG�QHZV�DV�ZHOO� DV� WKH�JRRG� LV� YHU\� LPSRUWDQW� LI� FRPSDQLHV�ZDQW� WR�JDLQ� FUHGLELOLW\� IRU� WKHLU� UHSRUWV��2WKHUZLVH�� WKH� UHSRUWV� FDQ�DSSHDU�ELDVHG�DQG�DNLQ�WR�SXEOLF�UHODWLRQV�WRROV��(YHQ�LI�WKHUH�LV�FRQVLGHUDEOH�GDWD��DQ�RWKHUZLVH� µJRRG¶� UHSRUW� ZLOO� LQYLWH� VXVSLFLRQ� RQ� DOO� LWV� GLVFORVXUHV� LI�FRPSDQLHV� DUH� QRW� µXS� IURQW¶� DERXW� WKH� SUREOHPV� WKH\� DUH� IDFLQJ�� LQFOXGLQJ�ILQHV�DQG�SURVHFXWLRQV��S�����+RZHYHU��WKH�HYLGHQFH�SURYLGHG�E\�WKH�SUHVHQW�VWXG\�VXJJHVWV�WKDW�WKH�PDQDJHPHQW�RI�ODUJH�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�GR VHHN�WR�ELDV�WKHLU�UHSRUWLQJ�RI�HQYLURQPHQWDO�LVVXHV��2QH�SRVVLEOH�UHDVRQ�IRU�WKLV�FRXOG�EH�WKDW�FRUSRUDWH�PDQDJHPHQW�SHUFHLYHV�WKH�SRWHQWLDO�QHJDWLYH�UHDFWLRQV�WR�WKH�GLVFORVXUH�RI�EDG�QHZV�WR�EH�JUHDWHU�WKDQ�DQ\�SHUFHLYHG�EHQHILWV�RI�EDODQFHG��IDLU� UHSRUWLQJ� �'HHJDQ� DQG� *RUGRQ�� ������� ,W� FRXOG� DOVR� EH� WKH� FDVH� WKDW� HQYLURQPHQWDO�UHSRUWLQJ�LV�VLPSO\�FRQVLGHUHG�WR�EH�SDUW�RI�D�SXEOLF�UHODWLRQV�VWUDWHJ\��ZLWK�QR�UHFRJQLWLRQ�RI�WKH�QHHG�IRU�µFRPLQJ�FOHDQ¶�YLD�D�µZDUWV�DQG�DOO¶�DSSURDFK�DV�KDV�EHHQ�VXJJHVWHG�E\�'HORLWWH�7RXFKH�7RPDWVX��,,6'�	�6XVWDLQ$ELOLW\���������2I�WKH�IRXU�SHUVSHFWLYHV�RIIHUHG�LQ�WKH�SUHYLRXV�VHFWLRQ��WKDW�RI�3($7�LV�WKH�PRVW�GLVTXLHWLQJ�LQ�WHUPV�RI�LWV�GHSLFWLRQ�RI�WKH�EXVLQHVV�VRFLHW\�UHODWLRQVKLS�LQ�FRQWHPSRUDU\�OLEHUDO�HFRQRPLF�GHPRFUDFLHV��3($7¶V�IRFXV�RQ�WKH�XVH�RI�ODQJXDJH��LPDJHV�DQG�UKHWRULF�E\�PDQDJHPHQW�IRU�WKH� SXUSRVHV� RI� LPPDQHQW� OHJLWLPDWLRQ� DQG� VRFLDO� FRQVWUXFWLRQ� RI� VRFLHW\¶V� SHUFHSWLRQV� WR�KLGH��P\VWLI\�DQG�PHGLDWH�GHYHORSLQJ�FULVHV�RIIHUV�D�GLVWXUELQJ�DQG�XQFRPIRUWDEOH�DFFRXQW�RI�WKH�PRWLYDWLRQV�XQGHUO\LQJ�&('��3($7¶V�FHQWUDO�FRQFHUQ�LQ�WKLV�FRQWH[W� LV�ZLWK�WKH�ZD\�LQ�ZKLFK� FDSLWDO�� WKURXJK� LW¶V� DSSRLQWHG� DJHQWV�� XVHV� FRUSRUDWH� DFFRXQWLQJ� DQG� UHSRUWLQJ� WR�SUHVHUYH� H[LVWLQJ� LQHTXDOLWLHV� DQG� DV\PPHWULHV� WKDW� SRVLWLYHO\� GLVFULPLQDWH� LQ� IDYRXU� RI�FDSLWDOLVP��)URP�WKLV�SHUVSHFWLYH��FRUSRUDWH�DFFRXQWLQJ�DQG�UHSRUWLQJ�DUH�QRW�VHHQ�DV�QHXWUDO��YDOXH�IUHH� DFWLYLWLHV� EXW� DV� SDUW� RI� WKH� VRFLDOO\�FRQVWUXFWHG� WHFKQRORJ\� RI� FDSLWDOLVP�� ³«�GHWHUPLQHG� E\� FDSLWDOLVWLF� SRZHU� DQG� DGYRFDWHG� E\� SURIHVVLRQDO� LGHRORJ\´� �'LOODUG� ������S�����WR�SURYLGH�DQ�LQWHUSUHWDWLRQ�RI�HYHQWV��DQG�WKH�VSHFLILFDWLRQ�RI�ZKDW�LV�FRQVLGHUHG�WR�EH�DQ�HYHQW��IURP�D�SDUWLFXODU�VRFLR�SROLWLFDO�SRLQW�RI�YLHZ��([WHQGLQJ�WKLV�DQDO\VLV�WR�LQFOXGH�WKH�QDWXUDO�HQYLURQPHQW�VKLQHV�D�OLJKW�RQ�WKH�FKDOOHQJHV�SRVHG�E\�WKH�FRQFHSW�RI�VXVWDLQDELOLW\�WR�WKH�SUHVHQW�EXVLQHVV�VRFLHW\�KHJHPRQ\��6WURQJ�IRUPV�RI�VXVWDLQDELOLW\�DUH�UDGLFDO�LQ�WKH�VHQVH�WKDW�WKH\�VXJJHVW�QR�EXVLQHVV�FRUSRUDWLRQ�KDV�HYHU PDGH�D�SURILW�DQG�WKDW�QR�EXVLQHVV�FDQ�HYHU�EH�VXVWDLQDEOH�QR�PDWWHU�ZKDW� LPSURYHPHQWV�RU�FKDQJHV�DUH�PDGH�WR�LWV�SURGXFWV��SURFHVVHV�RU�PHDQV�RI�GRLQJ�EXVLQHVV�XQGHU�WKH�SUHVHQW�UXOHV�RI�WKH�JDPH��VHH��IRU�H[DPSOH��%HEELQJWRQ�DQG� *UD\�� ������ %HEELQJWRQ� DQG� 7KRPVRQ�� ������ *UD\� ������ +LEELWW� ������� :KLOVW� WKH�PDQDJHPHQW� RI� ODUJH� %HQHOX[� DQG� *HUPDQ� FRPSDQLHV� PDGH� VRPH� DWWHPSWV� WR� FRQYLQFH�VRFLHW\�RI�WKHLU�FRQFHUQ�IRU�WKH�QDWXUDO�HQYLURQPHQW��VHH�7DEOH������DERYH���3($7�DUJXHV�WKDW�VXFK� FRQFHUQV� QHHG� WR� EH� VHHQ� LQ� WKH� FRQWH[W� RI� H[LVWLQJ� LQVWLWXWLRQDOLVHG� VWUXFWXUHV� DQG�LQWHUQDWLRQDO�DJUHHPHQWV�DQG�SURWRFROV�ZKLFK�UHLQIRUFH�D�VRFLDO�V\VWHP�WKDW�LV�SHUFHLYHG�RI�DV�EHLQJ�GHHSO\�XQMXVW�DQG�PRUDOO\� LQGHIHQVLEOH��*UD\�HW�DO�� �����E��� IRU�H[DPSOH�� UHIHU� WR� WKH�UH�SRZHUPHQW�RI�FDSLWDO� LQ�:HVWHUQ�HFRQRPLHV�GXULQJ� WKH� ODWH�����V�DQG�HDUO\�����V��ZLWK�EXVLQHVV� WDNLQJ� RYHU� PDQ\� RI� WKH� UHVSRQVLELOLWLHV� SUHYLRXVO\� DVVXPHG� E\� WKH� VWDWH�� ,Q� WKDW�FRQWH[W��&65�&('�PD\�EH�VHHQ�DV�GULYHQ�E\�PDWWHUV�ZKLFK�DUH�LPSRUWDQW�WR�FDSLWDO�DQG�QRW�E\�ZKDW� LV� LPSRUWDQW� WR� VRFLHW\� RU� WR� WKH� HQYLURQPHQW�� 7KDW� LV�� WKH� FDSLWDO� DQG�PDQDJHULDO�
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FODVVHV��FDQ��WKURXJK�WKH�ILUP��FKRRVH�WR�IRFXV�RQ�WKH�DUHDV�RI�&65�&('�ZKHQ�LW�PDWWHUV�WR�WKHP��7KLV�VHOHFWLYH�SURFHVV�WKHUHIRUH�KDV�DQ�XQGHUO\LQJ�DJHQGD��,Q�D�ZLGHU�FRQWH[W��LW�PLJKW�EH� WKDW� VRFLHW\¶V� DFFHSWDQFH�RI� WKH� µEXVLQHVV� FDVH¶� IRU� VXVWDLQDELOLW\� LV� VHHQ�DV�HVVHQWLDO� IRU�SUHVHUYLQJ� WKH� SUHVHQW� KHJHPRQ\� LQ� ZKLFK� WKH� UROH� RI� EXVLQHVV� LQ� D� FDSLWDOLVW�RZQLQJ�GHPRFUDF\�LV�DV�FXVWRGLDQV�RI�ZHDOWK�FUHDWLRQ��WKH�PDUNHW�SODFH�DQG�ZHOIDUH�IXQFWLRQV��PDQ\�RI� ZKLFK� ZHUH� SUHYLRXVO\� SDUW� RI� WKH� UROH� RI� WKH� VWDWH� EXW� ZKLFK� DUH� EHLQJ� LQFUHDVLQJO\�WUDQVIHUUHG� WR� WKH� µPDUNHW¶�� ,Q� WKDW�FRQWH[W��HQYLURQPHQWDO�GLVFORVXUH�PD\�ZHOO� IRUP�SDUW�RI�WKH�SURFHVV�E\�ZKLFK�WKLV�ZLGHQLQJ�FDSLWDOLVW�IUDQFKLVH��*UD\�HW�DO�������E��LV�OHJLWLPLVHG�
1RWHV�� $OIUHG� 6FKXW]� ������������ KDG� D�PDMRU� LQIOXHQFH� RQ� WKH� GHYHORSPHQW� LQ� WKH�(QJOLVK�VSHDNLQJ�ZRUOG� RI� SKHQRPHQRORJLFDO� VRFLRORJ\�� D� VFKRRO� RI� VRFLRORJ\� GHULYHG� IURP� SKHQRPHQRORJLFDO�SKLORVRSK\� ZKLFK� WDNHV� DV� LWV� PDLQ� DLP� WKH� DQDO\VLV� DQG� GHVFULSWLRQ� RI� HYHU\GD\� OLIH��$EHUFURPELH�HW�DO����������(VVHQWLDOO\��SKHQRPHQRORJLVWV�DUJXH�WKDW�DOWKRXJK�SHRSOH�WHQG�WR�WDNH�WKH�HYHU\GD\�VRFLDO�ZRUOG�IRU�JUDQWHG��LQGLYLGXDOV�VRFLDOO\�FRQVWUXFW�WKH�ZRUOG�DURXQG�WKHP��7KXV��SKHQRPHQRORJLVWV�UHMHFW�WKH�QRWLRQ�WKDW�KXPDQ�EHLQJV�DUH�IRUPHG�E\�WKH�VRFLDO�ZRUOG��EXW�LQVWHDG�VHHN�WR�XQGHUVWDQG�WKH�PHDQLQJ�RI�KXPDQ�DFWLRQ�DQG�WKH�SURFHVVHV�XQGHUO\LQJ�WKDW�DFWLRQ��� 5HFRJQLVLQJ� WKDW� WKHUH� LV� QR� QHXWUDO�� REMHFWLYH�ZRUOG� RI� IDFWV�� WKH� VFLHQWLVW¶V� WDVN� RI DFTXLULQJ�LQWHUSUHWLYH� XQGHUVWDQGLQJ� QRUPDOO\� LQYROYHV� PHWKRGV� VLPLODU� WR� WKRVH� IRXQG� LQ� DQWKURSRORJ\�ZKHUH� WKHUH� LV�DQ�HPSKDVLV�RQ�REVHUYDWLRQ�� OLQJXLVWLFV�DQG�D�FDUHIXO�DWWHQWLRQ�WR�GHWDLO��VHH��IRU�H[DPSOH��%DUOH\���������6XFK�UHVHDUFK�PD\�LQYROYH�D�FD VH�VWXG\�DSSURDFK�LQ�ZKLFK�WKH�UHVHDUFKHU�LV�DEOH�WR�REVHUYH�UHDO�OLIH�DFWRUV�LQ�WKHLU�GD\�WR�GD\�OLIH��VHH��IRU�H[DPSOH��LQ�WKH�FRQWH[W�RI�VRFLDO�DFFRXQWLQJ� V\VWHPV�� 'H\�� ������ ������ 'H\� HW� DO��� ������� :KLOVW� WKLV� DSSURDFK� LV� JHQHUDOO\�FRQVLGHUHG�WR�EH�IUXLWIXO�LQ�WHUPV�RI�EHLQJ�DEOH�WR�REVHUYH�GD\�WR�GD\�KXPDQ�DFWLRQ��LW�GRHV�QRW�UHPRYH� WKH�SUREOHP�RI�KDYLQJ� WR� LQWHUSUHW�DQG� WKXV�JLYH�PHDQLQJ�� LQ�D�VFLHQWLILF�VHQVH��WR�VXFK�DFWLRQ�� +RZHYHU�� WKHUH� DUH� QR� SUHFLVH� UXOHV� DV� WR� KRZ� WR� FRQGXFW� LQWHUSUHWLYH� UHVHDUFK� �&KXD���������:LWKLQ� DFFRXQWLQJ� WKLV� KDV� OHG� WR� µLQWHUSUHWLYH� WKHRULHV¶� VXFK�DV� VWDNHKROGHU� WKHRU\� DQG�OHJLWLPDF\� WKHRU\� EHLQJ� UHVHDUFKHG� LQ� D� QXPEHU� RI� GLIIHUHQW� ZD\V�� VRPH� RI� ZKLFK� DUH� PRUH�RULHQWDWHG�WRZDUGV�GLVWDQW��ODUJH�VFDOH�VDPSOLQJ�PHWKRGV�WKDQ�RWKHUV��� 6HH��IRU�H[DPSOH��&KXD��������SS����������ZKR�SURYLGHV�DQ�LQWHUHVWLQJ�LOOXVWUDWLRQ�LQ�UHODWLRQ�WR�WZR� LWHPV� RI� DFFRXQWLQJ� UHVHDUFK� RQ� EXGJHWDU\� FRQWURO� V\VWHPV�� RQH� IURP� ZLWKLQ� PDLQVWUHDP�DFFRXQWLQJ�DQG�WKH�RWKHU�IURP�DQ�LQWHUSUHWLYH�SHUVSHFWLYH��� ,W� LV� WKH� DXWKRU¶V� FRQWHQWLRQ� WKDW� LV� LW� QRW�� EXW� WKLV� LV� D� SHUVRQDO� MXGJHPHQW� RQ� DQ� LVVXH�ZKLFK�VFLHQWLVWV� RI� GLIIHUHQW� UHVHDUFK� WUDGLWLRQV� DUH� XQOLNHO\� HYHU� WR� DJUHH� XSRQ�� $� PRUH� GHWDLOHG�GLVFXVVLRQ�LV�RXWVLGH�WKH�VFRSH�RI�WKH�SUHVHQW�VWXG\��$VSHFWV�RI WKH�SRVLWLYLVWV�SKHQRPHQRORJLVWV�HSLVWHPRORJLFDO�GHEDWH�ZHUH�DGGUHVVHG�LQ�&KDSWHUV���DQG���ZKLFK�SURYLGHG�UHIHUHQFHV�IRU�IXUWKHU�UHDGLQJ�� 7KLV� GHEDWH� LV�� KRZHYHU�� GLUHFWO\� UHOHYDQW� WR� WKH� SUHVHQW� VWXG\� LQ� WKDW� WKH� DXWKRU¶V�SUHIHUHQFH� IRU� VWXG\LQJ� &('� XVLQJ� QRQ�SRVLWLYLVW� PHWKRGRORJ\� GLG� QRW� FRQIRUP� WR� DFFHSWHG�VFLHQWLILF� WUDGLWLRQ�� $V� D� FRPSURPLVH�� SHUPLVVLRQ� ZDV� JUDQWHG� WR� LQFOXGH� D� VHFWLRQ� ZLWKLQ� WKH�WKHVLV�ZKLFK� WRRN�DQ�DOWHUQDWLYH�SHUVSHFWLYH� WR� WKDW�SUHVHQWHG� LQ�&KDSWHU���� ,W� LV�WKLV�DOWHUQDWLYH�SHUVSHFWLYH�ZKLFK�IRUPV�WKH�VXEMHFW�PDWWHU�RI�WKH�SUHVHQW�FKDSWHU��+RZHYHU��WKH�DQDO\VLV�ZKLFK�IROORZV� FDQQRW� GR� MXVWLFH� WR� WKDW� DOWHUQDWLYH� LQWHUSUHWDWLRQ�� ,Q� LWV�PRUH� FRPSOHWH� IRUP�� VXFK�DQ�DFFRXQW�LQYROYHV�PXFK�PRUH�GLDORJXH�ZLWK�WKH�GDWD��WKH�UHVHDUFKHU�PRYLQJ�EHWZHHQ�WKH�GDWD�DQG�WKH�UHVSHFWLYH�WKHRU\��GHYHORSLQJ�LGHDV��KXQFKHV�DQG�D�VHQVH�RI�D�VWRU\�FRQWDLQHG�ZLWKLQ�WKH�GDWD�LQ�D�JURXQGHG�WKHRU\�VHQVH��EXW�ZLWKRXW�WKH�IRUPXODWLRQ�RI�µKDUG¶�K\SRWKHVHV��)RU�DQ�H[DPSOH�RI�ZKDW�VXFK�DQ�DFFRXQW�PLJKW�ORRN�OLNH�LQ�DQ�DFFRXQWLQJ�FRQWH[W��VHH�1HLPDUN���������� 7KH� HPSKDVLV� RQ� DOO OLIH�IRUPV� GHSDUWV� IURP� PRUH� WUDGLWLRQDO� IRUPV� RI� DQDO\VLV� ZKLFK� DUH�HVVHQWLDOO\�DQWKURSRFHQWULF�EHFDXVH�RI�WKHLU�IRFXV�RQ�KXPDQ�OLIH�RQO\�DQG�WKXV��E\�LPSOLFDWLRQ��WKH�DVVXPSWLRQ�WKDW�KXPDQ OLIH�LV�VRPHKRZ�PRUH�LPSRUWDQW�WKDQ�RWKHU�IRUPV�RI�OLIH���� :KLOVW� VRPH� WKHRULHV�� VXFK� DV� HFRQRPLF� DJHQF\� WKHRU\�� DUH� ILUPO\� HQWUHQFKHG� ZLWKLQ� WKHLU�SDUWLFXODU� VRFLRORJLFDO� SDUDGLJP�� RWKHU� WKHRULHV� DUH� OHVV� ULJLG� LQ� WKHLU� FRQVWUXFWLRQ� RI�� DQG�DVVXPSWLRQV� UHODWLQJ� WR�� DVSHFWV� RI� UHDOLW\� DQG� RI� WKH� PHWKRGV� DFFHSWHG� ZLWKLQ� WKH� UHVHDUFK�
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FRPPXQLW\� IRU� H[SORULQJ� WKDW� UHDOLW\��$V�GHPRQVWUDWHG� LQ�&KDSWHUV���DQG���� UHVSHFWLYHO\��067�DQG� 2/7� KDYH� ERWK� EHHQ� H[SORUHG� IURP� ZLWKLQ� ERWK� WKH� SRVLWLYLVW� DQG� LQWHUSUHWLYH� UHVHDUFK�WUDGLWLRQV��� &DUH�QHHGV�WR�EH�WDNHQ�LQ�LQWHUSUHWLQJ�WKH�UHVXOWV�ZKHQ�SUHVHQWHG�LQ�WKLV�ZD\�DV�LW�WDNHV�QR�DFFRXQW�RI� UHODWLYH� TXDQWLWLHV� RI� GLVFORVXUH�� 7R� LOOXVWUDWH� WKH� SRLQW�� RYHU� WKH� VHYHQ� \HDU� SHULRG� ���FRPSDQLHV�ZHUH�FODVVLILHG�DV�µGLVFORVHUV¶�RI�HQYLURQPHQWDO�LQIRUPDWLRQ�LQ�D�SDUWLFXODU�\HDU�ZKHUH�WKH�WRWDO�DPRXQW�RI�GLVFORVXUH�ZDV�����XQLWV��WKH�VPDOOHVW�XQLW�RI�PHDVXUHPHQW�XVHG�LQ�WKH�VWXG\��� $Q�H[DPLQDWLRQ�RI�WKH�UHVHDUFK�GDWDEDVH�UHYHDOHG�WKDW�WKH�VRXUFH�IRU�WKHVH�HQHUJ\�GLVFORVXUHV�ZDV�QRW�FRQILQHG�WR�RQH�SDUWLFXODU�W\SH�RI�UHSRUW��H�J��DQQXDO�UHSRUW�DQG�DFFRXQWV��HQYLURQPHQW�UHSRUWV�RU�VRFLDO�UHSRUWV��DQG�WKXV�WKH�VLJQLILFDQW�LQFUHDVH�LQ�WKH�QXPEHU�RI�FRPSDQLHV�UHSRUWLQJ�RQ�HQHUJ\�LVVXHV�LQ������DSSHDUV�WR�KDYH�EHHQ�LQIOXHQFHG�E\�WKH�JHQHUDO�ULVH�LQ�WKH�QXPEHU�RI�GRFXPHQWV�RYHUDOO���� 7KH� GLVWLQFWLRQ� EHWZHHQ� µHFR�HIILFLHQF\¶� DQG� µHFR�MXVWLFH¶� LV� D� IDPLOLDU� RQH� LQ� WKH� FRQWH[W� RI�VXVWDLQDEOH� GHYHORSPHQW�� 6HH�� IRU� H[DPSOH�� *UD\� HW� DO��� ������ 2ZHQ�� ������ 6WRQH�� ������81:&('���������� 7KH�DQDO\VLV�SURYLGHG�LQ�WKLV�DQG�WKH�IROORZLQJ�VHFWLRQ�XVHV�WKH�PHDQ�DPRXQW�RI�&('�DV�WKH�PDLQ�VWDWLVWLF�IRU�LOOXVWUDWLQJ�WUHQGV�LQ�HQYLURQPHQWDO�GLVFORVXUH�RYHU�WKH�SHULRG�RI�WKH�VWXG\��7KH�PHDQ�ZDV�VHOHFWHG�LQ�SUHIHUHQFH�WR�WKH�PHGLDQ��QRWZLWKVWDQGLQJ�WKH�SUHVHQFH�RI�RXWOLHUV��JLYHQ�WKDW�WKH�PDLQ�FRQFHUQ�KHUH�LV�ZLWK�JHQHUDO�WUHQGV�LQ�&('�RYHU�WLPH���� µ0DQDJHPHQW�DQG�$FFRXQWLQJ�,QIRUPDWLRQ¶��µ$FF33¶��UHSUHVHQWV�WKH�QXPEHU�RI�SDJHV�GHYRWHG�E\�VHQLRU�PDQDJHPHQW�WR�VWDWXWRU\�DQG�YROXQWDU\�ILQDQFLDO�DQG�VXSHUYLVRU\�PDQDJHPHQW�LQ IRUPDWLRQ��LQFOXGLQJ� WKH� VWDWXWRU\� DFFRXQWV� DQG� WKH� GLUHFWRUV¶� UHSRUW�� 7KH� EDODQFH� RI� WKH� WRWDO� QXPEHU� RI�SDJHV�WKXV�UHSUHVHQWV�WKH�YROXPH�RI�VSDFH�GHYRWHG�WR�DOO�RWKHU�IRUPV�RI�QRQ�VWDWXWRU\�LQIRUPDWLRQ��LQFOXGLQJ� VRFLDO� DQG� HQYLURQPHQWDO� GLVFORVXUH�� $� VPDOO� DPRXQW� RI� GRXEOH� FRXQWLQJ� LV�DFNQRZOHGJHG�LQ�)LJXUH������LQ�UHODWLRQ�WR�HQYLURQPHQWDO�GLVFORVXUH��&('��PDGH�LQ�DFFRUGDQFH�ZLWK�DFFRXQWLQJ�DQG�UHSRUWLQJ�UHTXLUHPHQWV�DQG�ZKLFK��WKHUHIRUH��DUH�LQFOXGHG�LQ�ERWK�WKH�7RWDO�&('�DQG�$FF33��+RZHYHU��WKH�DPRXQW LQYROYHG�RYHU�WKH�HQWLUH�SHULRG�RI�WKH�VWXG\�LV�RQO\������SDJHV��7KHUHIRUH��LQ�YLHZ�RI�WKH�VPDOO�DPRXQWV�LQYROYHG��QR�DGMXVWPHQW�KDV�EHHQ�PDGH�WR�WKH�GDWD�UHSRUWHG�LQ�WKLV�FKDSWHU���� %\�GHVLJQ��VHH�&KDSWHU���� LQWHULP�UHSRUWV��L�H��TXDUWHUO\�RU�VHPL�DQQXDO�UHSRUWV��ZHUH�H[FOXGHG�IURP�WKH�VWXG\��$V�QRWHG�LQ�&KDSWHU����DW�WKH�WLPH�RI�IRUPDOO\�VWDUWLQJ�WKLV�SURMHFW���������LQWHULP�UHSRUWV�ZHUH�LQFOXGHG�EXW�VXEVHTXHQWO\�ZLWKGUDZQ�IRU�SUDFWLFDO�UHDVRQV��$�EULHI�H[DPLQDWLRQ�RI�WKHVH�UHSRUWV�VXJJHVWHG�WKDW��L��WKHVH�UHSRUWV�GLG�QRW�LQFUHDVH�VLJQLILFDQWO\�LQ�WHUPV�RI�YROXPH�RYHU�WKH�SHULRG�RI�WKH�VWXG\�DQG��LL��VXFK�UHSRUWV�WHQG�WR�FRQWDLQ�OLWWOH�RU�QR�YROXQWDU\�LQIRUPDWLRQ��WKH�ODWWHU�EHLQJ�FRQVLVWHQW�ZLWK�WKH�ILQGLQJV�RI�$GDPV�HW�DO����������� 7KH�DYHUDJH�DPRXQW�RI�7RWDO�&('�UHSRUWHG�E\�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV��E\�\HDU��ZDV�DV�IROORZV�� ������ ����� SDJHV�� ������ ����� SDJHV�� ������ ����� SDJHV�� ������ ����� SDJHV�� ������ �����SDJHV�������������SDJHV��������������SDJHV��6HH�&KDSWHU����7DEOH��������� 7KH�DQDO\VLV�SUHVHQWHG�KHUH LV�OLPLWHG�WR�WKH�SHULRG�RI�WKH�VWXG\��([WHQGLQJ�WKLV�EH\RQG�������WR�LQFOXGH� IRU�H[DPSOH�������DQG�������DV�RULJLQDOO\� LQWHQGHG���ZRXOG�SURYLGH�D�EHWWHU�FRQWH[W� LQ�ZKLFK�WR�MXGJH�WKH�VLJQLILFDQFH�RI�WKH�FKDQJH�EHWZHHQ������DQG��������� 7KHVH�ILJXUHV�H[FOXGH WKH�FODVVLILFDWLRQ�µRWKHU�HQYLURQPHQW¶��7KH�DPRXQW�RI�SDJHV�FODVVLILHG�DV�µRWKHU¶�DOVR�URVH�VLJQLILFDQWO\�RYHU�WKH�SHULRG��IURP�D�PHDQ�RI������SDJHV�LQ������WR������SDJHV�LQ������� 0XFK� RI� WKLV� LQFUHDVH� FDQ� EH� DWWULEXWHG� WR� WKH� VLJQLILFDQW� LQFUHDVH� LQ� WKH� QXPEHU� RI�HQYLURQPHQW� UHSRUWV�� 7KHVH� UHSRUWV�ZHUH� IRXQG� WR� FRQWDLQ� D� QXPEHU� RI� EODQN� SDJHV� DQG� EODQN�SRUWLRQV� RI� D� SDJH� EXW� ZKLFK� QHYHUWKHOHVV� KDYH� EHHQ� LQFOXGHG� DV� SDUW� RI� HQYLURQPHQWDO�GLVFORVXUHV��7KH�LVVXH�RI�EODQN�SDJHV�DQG�EODQN�SRUWLRQV�RI�SDJHV�ZDV DGGUHVVHG�LQ�&KDSWHU������ 6\VWHPLF�LQ�WKLV�VHQVH�UHIHUV�WR�WKH�HFRQRPLF�V\VWHP�DV�D�ZKROH��(YLGHQFH�RI�V\VWHPLF�VKLIWV�LQ�HQYLURQPHQWDO� GLVFORVXUH� IRU� HFRQRPLHV� DV� D� ZKROH� DUH� LPSRUWDQW� EHFDXVH� WKH\� VXJJHVW� WKDW�FKDQJHV�PD\�EH�WDNLQJ�SODFH�ZLWK�WKH�WDFLW�VXSSRUW�RI�WKH�YDULRXV�SRZHU�EDVHG�LQVWLWXWLRQV�ZLWKLQ�VRFLHW\�� LQFOXGLQJ� WKH� JRYHUQPHQW��$V� VXFK�� LW�PD\�EH� XVHIXO� WR� H[SORUH� VXFK� FKDQJHV� WKURXJK�WKHRUHWLFDO� SHUVSHFWLYHV� VXFK� DV� FODVVLFDO� �L�H���0DU[LDQ�� SROLWLFDO� HFRQRP\�ZKLFK� RSHUDWH� DW� D�KLJKHU� OHYHO� RI� UHVROXWLRQ� WKDQ� ($7��067� RU�2/7�� &ODVVLFDO� SROLWLFDO� HFRQRP\��ZKLFK� YLHZV�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUH�DV�DQ� LPSRUWDQW�DVSHFW�RI�FDSLWDO¶V�DWWHPSWV� WR�PDLQWDLQ� LWV�GRPLQDQW� SRVLWLRQ� LQ� VRFLHWLHV� WKURXJK� H[LVWLQJ� SRZHU� DV\PPHWULHV� DQG� LQHTXDOLWLHV� �VHH�� IRU�
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H[DPSOH��$UQROG�� ������&RRSHU�� ������&RRSHU�� ������&RRSHU� DQG�6KHDUHU�� ������3X[W\��������7LQNHU�HW�DO����������LV�FRQVLGHUHG�EULHIO\�LQ�6HFWLRQ������EHORZ���� %RWK�&DPSEHOO���������LQ�WKH�FDVH�RI�D�VPDOO������VDPSOH�RI�ODUJH�8.�FRPSDQLHV�DQG�'HHJD Q�DQG�*RUGRQ���������LQ�WKH�FDVH�RI�D�ODUJH�������VDPSOH�RI�ODUJH�$XVWUDOLDQ�FRPSDQLHV��UHSRUW�D�ULVLQJ�WUHQG� LQ� WKH� YROXPH� RI� HQYLURQPHQWDO� GLVFORVXUH� RYHU� WLPH�� 'HHJDQ� DQG� *RUGRQ� KLJKOLJKWHG�SDUWLFXODUO\�WKH�LQFUHDVH�EHWZHHQ������DQG�������ZKHUHDV�&DPSEHOO��������UHSRUWHG�D�VLJQLILFDQW�ULVH�LQ������DQG�WKHUHDIWHU���� 2I� WKH���� ILUVW�WLPHUV��RQO\����SURYLGHG� LGHQWLILDEOH� UHDVRQV� IRU�SXEOLVKLQJ� WKHLU� ILUVW�FRUSRUDWH�HQYLURQPHQW�UHSRUW��2I�WKHVH�����WHQ�JDYH�PRUH�WKDQ�RQH�VXFK�UHDVRQ��7DEOH������VXPPDULVHV�WKH�UHDVRQV�JLYHQ�E\�WKHVH����FRPSDQLHV���� +RZHYHU��6SHQFHU�&RRNH��������DOVR�UHSRUWV�D�JDS�LQ�HQYLURQPHQWDO�LQIRUPDWLRQ�IORZV�EHWZHHQ�FRPSDQLHV�DQG�WKH�ILQDQFLDO�FRPPXQLW\�LQ�WKH�HDUO\�����V��6SHFLILFDOO\��VKH�IRXQG�WKDW�ILQDQFLDO�DQDO\VWV�ZHUH�QRW�YLHZHG�E\�FRPSDQLHV�DV�D�SULRULW\�DXGLHQFH�IRU�HQYLURQPHQWDO�LQIRUPDWLRQ��WKH�PRVW�LPSRUWDQW�EHLQJ�HPSOR\HHV��VKDUHKROGHUV�DQG�SXEOLF�DXWKRULWLHV���� 8QGHU�HFRQRPLF�DJHQF\�WKHRU\��PDQDJHPHQW� LV�DVVXPHG�WR�DFW�EH\RQG�ZKDW� LV� OHJDOO\ �UHTXLUHG�RQO\� ZKHQ� LW� LV� LQ� LW¶V� RZQ� LQWHUHVW� WR� GR� VR�� )URP� WKLV� SHUVSHFWLYH�� D� PRUH� HIILFLHQW� DQG�RU�HIIHFWLYH�HQYLURQPHQWDO�PDQDJHPHQW�V\VWHP�RU�PRUH�VRSKLVWLFDWHG�HQYLURQPHQWDO�FRVW�UHFRUGLQJ�V\VWHP�ZLOO�EH�LQWURGXFHG�RQO\�ZKHUH�LW�LV�SHUFHLYHG�WR�EULQJ�QHW�HFRQRPLF�EHQHILWV�WR�WKH�ILUP��0RUHRYHU�� LW� LV� DVVXPHG� WKDW�PDQDJHPHQW�ZRXOG� LQFXU� WKH�ZUDWK� RI� VKDUHKROGHUV� IRU� LQFXUULQJ�FRVWV�ZKLFK�GR�QRW�UHVXOW�LQ�WKH�LPSURYHG�ILQDQFLDO�SHUIRUPDQFH�RI�WKH�ILUP��+HQFH��WKH�IRFXV�RQ�SROLF\� DQG� SURGXFW� LVVXHV� UDWKHU� WKDQ� IXOO� FRVW� SULFLQJ� FRXOG� EH� VXJJHVWHG� DV� EHLQJ� GXH� WR�PDQDJHPHQW¶V� SHUFHSWLRQ� WKDW� LW� LV� WKH� IRUPHU� UDWKHU� WKDQ� WKH� ODWWHU�ZKLFK�DUH� LPSRUWDQW� WR� WKH�FRQWLQXHG�ILQDQFLDO�VXFFHVV�RI�WKH�ILUP�DQG�WKXV�WR�WKHLU�RZQ�HFRQRPLF�LQWHUHVWV�LQ�WHUPV�RI�MRE�VHFXULW\�DQG�HFRQRPLF�UHQW��6SLFHU������D���IRU�H[DPSOH��DUJXHV�WKDW�LW�LV�WKH�WKUHDW�RI�VDQFWLRQV�DJDLQVW� ILUPV�ZKRVH� EHKDYLRXU� LV� FRQVLGHUHG� E\� VHFWLRQV� RI� VRFLHW\� WR� EH� VRFLDOO\� XQGHVLUDEOH�ZKLFK�PD\�LQGXFH�VXFK�ILUPV�WR�LPSURYH��IRU�H[DPSOH��WKHLU�HQYLURQPHQWDO�SHUIRUPDQFH��H�J��LQ�UHODWLRQ�WR�SROOXWLRQ�FRQWURO���,Q�WKH�DEVHQFH�RI�DQ\�SHUFHLYHG�WKUHDW��PDQDJHPHQW�LV�VDLG�WR�KDYH�QR�LQFHQWLYH�WR�LPSURYH�HQYLURQPHQWDO�SHUIRUPDQFH���� 7KH� GHSLFWLRQ� RI� FRUSRUDWH� VRFLDO� DQG� HQYLURQPHQWDO� UHSRUWLQJ� SUDFWLFHV� ZLWKLQ� DQ� H[SOLFLWO\�ERXUJHRLV�IUDPHZRUN�LV� FRQVLVWHQW�ZLWK�HDUOLHU�DWWHPSWV�WR�FODVVLI\�&65�SUDFWLFH�DORQJ�D�VLPSOH�GXRSRO\�RI�UHDFWLYH�RU�DFWLYH�SDWWHUQV�RI�EHKDYLRXU��VHH��IRU�H[DPSOH��*XWKULH�DQG�3DUNHU���������6XFK�DQ�LQWHUSUHWDWLRQ�RI�&65�KDV�FRPH�LQ�IRU�VWURQJ�FULWLFLVP�IURP�WKRVH�HPSOR\LQJ�W KH�ZLGHU�IUDPHZRUN� SURYLGHG� E\� FODVVLFDO� �L�H�� 0DU[LDQ�� SROLWLFDO� HFRQRP\� �VHH�� IRU� H[DPSOH�� $UQROG���������*UD\�HW�DO�������E��DSSHDU�WR�DFFHSW�ERWK�LQWHUSUHWDWLRQV��UHFRJQLVLQJ�WKDW��HYHQ�WKRXJK�WR�FODVVLI\�&65�DV�VLPSO\�UHDFWLYH�RU�SURDFWLYH�LV�WRR�VLPSOH��VRPH�HOHPHQWV�RI�&65�DUH ERXUJHRLV�DQG�WKHUHIRUH�VKRXOG�EH�LQWHUSUHWHG�DV�VXFK����� $V�QRWHG�LQ�&KDSWHU����YDULRXV�VWHSV�KDYH�EHHQ�WDNHQ�WR�LQWURGXFH�YROXQWDU\�DQG�UHJXODWRU\�UXOHV�JRYHUQLQJ� HQYLURQPHQWDO� UHSRUWLQJ� ZLWKLQ� WKH� (XURSHDQ� 8QLRQ�� LQFOXGLQJ� WKH (XURSHDQ�&RPPLVVLRQ¶V� YROXQWDU\� (0$6� UHJXODWLRQ� �&(&�� ����E�� ����D�� DQG� WKH� UHFHQWO\ �LQWURGXFHG�'XWFK� UHTXLUHPHQWV� RQ� HQYLURQPHQWDO� UHSRUWLQJ� E\� VHOHFWHG� µGLUW\¶� LQGXVWULHV� DW� VLWH� OHYHO��+RZHYHU��WR�GDWH��QR�FRXQWU\�LQ�WKH�ZRUOG�KDV�VRXJKW�WR�UHTXLUH�FRPSDQLHV�WR�SUHSDUH�DQG�SXEOLVK�HQYLURQPHQW�UHSRUWV�DW�FRUSRUDWH�OHYHO��L�H��IRU�WKH�RSHUDWLRQV�RI�D�FRPSDQ\�DQG�LWV�VXEVLGLDULHV�DV�D�ZKROH����� ,W� LV� WKLV� LVVXH� PRUH� WKDQ� DQ\� RWKHU� ZKLFK� SUHVHQWV� WKH� JUHDWHVW� FKDOOHQJH� WR� WKRVH�� LQFOXGLQJ�SURIHVVLRQDO�DFFRXQWDQWV��ZKR�DUH�HQJDJHG�E\�FRPSDQLHV�WR�SURYLGH�DQ�LQGHSHQGHQW�YHULILFDWLRQ�RI� FRUSRUDWH� HQYLURQPHQW� UHSRUWV�� 6XFK� UHSRUWV�� WR� KDYH� FUHGLELOLW\� LQ� WKH� H\HV� RI� WKH� ZLGHU�FRPPXQLW\�� PXVW� DUJXDEO\� SUHVHQW� D� µWUXH� DQG� IDLU¶� YLHZ� RI� WKH� FRPSDQ\¶V� µHQYLURQPHQWDO�UHVXOWV¶��WDNLQJ�LQWR�DFFRXQW�WKH�PDQ\�DQG�YDULHG�DVSHFWV�RI�WKH�UHODWLRQVKLS�EHWZHHQ�HFRQRP\�DQG�HFRORJ\��DQG�WKXV�UHTXLULQJ�WKH�LQFOXVLRQ�RI�WKH�JRRG��WKH�EDG�DV�ZHOO�DV�WKH�XJO\��+RZHYHU��RXU�OLPLWHG� DQG� SDUWLDO� NQRZOHGJH� DQG� XQGHUVWDQGLQJ� RI� WKLV� FRPSOH[� UHODWLRQVKLS� LPSOLHV� WKDW� WKH�LVVXLQJ�RI�D�µWUXH�DQG�IDLU¶�RSLQLRQ�RQ�FRUSRUDWH�HQYLURQPHQW�UHSRUWV�LV�SUHVHQWO\�EH\RQG�WKH�VFRSH�RI�RXU�H[SHUWLVH�DQG�FRPSHWHQFH��IRU�D�GLVFXVVLRQ�RI�VRPH�RI�WKHVH�LVVXHV��VHH��IRU�H[DPSOH��*UD\������������ $OWKRXJK� WRGD\� WKH� VHSDUDWLRQ� RI� µSROLWLFV¶� IURP� µHFRQRPLFV¶� LV� YHU\� PXFK� WDNHQ� IRU� JUDQWHG�ZLWKLQ�VFKRROV�DQG�XQLYHUVLWLHV��WKLV�LV�D�UHODWLYHO\�UHFHQW�SKHQRPHQRQ��8S�WR�WKH�ODWWHU�SDUW�RI�WKH�
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��WK FHQWXU\� VWXGLHV� RI� WKH� SROLWLFDO� HFRQRP\� ZRXOG� KDYH� EHHQ� FDUULHG� RXW� RQ� WKH� LPSOLFLW�XQGHUVWDQGLQJ�WKDW�VRFLHW\��SROLWLFV�DQG�HFRQRP\�ZHUH�LQGLYLVLEOH��*UD\�HW�DO����������0XFK�RI�WKH�WKHRUHWLFDO�JURXQGZRUN�WKDW�OHG�WR�WKH�EUHDNLQJ�XS�RI�µSROLWLFDO�HFRQRP\¶�LQWR�VHSDUDWH�GLVFLSOLQHV�RI� FRQWHPSRUDU\� VRFLDO� VFLHQFH� WRRN� SODFH� LQ� WKH� ��WK DQG� ��WK FHQWXULHV� E\� QHR�FODVVLFDO�HFRQRPLVWV�ZKRVH�SULQFLSDO�FRQFHUQ�ZDV�ZLWK�WKH�SURGXFWLRQ�RI�PDWHULDO�ZHDOWK�LQ�UHODWLRQ�WR�WKH�DFWLYLWLHV�RI�WKH�VWDWH��$EHUFURPELH�HW�DO������������ 7KHUH�DUH�WZR�PDMRU�WUDGLWLRQV�ZLWKLQ�SROLWLFDO�HFRQRPLF�WKHRU\��RQH�EHLQJ�µFODVVLFDO¶�RU�0DU[LDQ��JHQHUDOO\� DVVRFLDWHG� ZLWK� .DUO� 0DU[�� DQG� WKH� RWKHU� µERXUJHRLV¶� �PDLQO\� DVVRFLDWHG� ZLWK�HFRQRPLVWV� VXFK� DV� -RKQ� 6WXDUW� 0LOO� DQG� 'DYLG� 5LFDUGR��� 7KH� GLIIHUHQFH� EHWZHHQ� WKH� WZR�FRQFHUQV�WKH�LPSRUWDQFH�DWWDFKHG�WR�VWUXFWXUDO FRQIOLFW�ZLWKLQ�VRFLHW\��*UD\�HW�DO����������&ODVVLFDO�SROLWLFDO�HFRQRP\�VHHV�VWUXFWXUDO�FRQIOLFW��LQHTXDOLW\�DQG�WKH�UROH�RI�WKH�6WDWH�DV�O\LQJ�DW�WKH�KHDUW�RI�VRFLR�SROLWLFDO�DQDO\VLV��ZKHUHDV�ERXUJHRLV�SROLWLFDO�HFRQRP\�LV�PRUH�FRQFHUQHG�ZLWK�WKH�VRFLD O�LQWHUDFWLRQV�EHWZHHQ�WKH�YDULRXV�GLIIHUHQW�JURXSV�LQ�VRFLHW\�ZKLFK�LV�VHHQ�DV�HVVHQWLDOO\�SOXUDOLVW��WDNLQJ� DV� JLYHQ� WKH� VWUXFWXUHV� DQG� LQVWLWXWLRQV� ZLWKLQ� WKDW� VRFLHW\�� 0DU[¶V� HFRQRPLFV� ZDV�HVVHQWLDOO\� WKDW� RI� WKH� FODVVLFDO� VFKRRO�� SDUWLFXODUO\� RI� 5LFDUGR�� WR� ZKRP� 0DU[� ZDV� GHHSO\�LQGHEWHG��DOWKRXJK�0DU[�HOHYDWHG�HFRQRPLFV�RXW�RI�LWV�SUHRFFXSDWLRQ�ZLWK�DJULFXOWXUH�DQG�VWHDG\�VWDWHV��%DQQRFN�HW�DO����������:KLOVW�WRGD\�µSROLWLFDO�HFRQRP\¶�LV�RIWHQ�XVHG�DV�D�FRGH�ZRUG�IRU�µ0DU[LVP¶�� RU� µFODVVLFDO¶� SROLWLFDO HFRQRP\�� WKH� WKHRUHWLFDO� RULJLQV� RI� WKH� ODWWHU� RZH� PXFK� WR�µERXUJHRLV¶� SROLWLFDO� HFRQRPLVWV� VXFK� DV� -RKQ� 6WXDUW�0LOO� ������� DQG� 5LFDUGR�� ZKR� HPEUDFHG�FRQFHSWV� VXFK� DV� VRFLDO� FODVV�� ODERXU� YDOXH�� WKH� GLYLVLRQ� RI� ODERXU� DQG� PRUDO� VHQWLPHQWV��$EHUFURPELH�HW�DO���������%DQQRFN�HW�DO���������)OHZ����������� 7DEOH������LV�QRW�LQWHQGHG�WR�UHSUHVHQW�DQ�H[KDXVWLYH�OLVWLQJ�RI�WKH�PDMRU�NH\�JHR�SROLWLFDO�HYHQWV�GXULQJ�WKH�SHULRG������WR�������5DWKHU��LW�LV�DQ�RYHUYLHZ�RI�VRPH�RI�WKH�NH\�JHR �SROLWLFDO�HYHQWV�ZKLFK�ZHUH�WKH�VXEMHFW�RI�FRPPHQW�DQG�GLVFXVVLRQ�LQ�WKH�FRUSRUDWH�UHSRUWV�LQFOXGHG�LQ�WKH�SUHVHQW�VWXG\��:KLOVW�VXFK�D�VXPPDU\�LV�REYLRXVO\�ELDVHG��SDUWLDO�DQG�LQFRPSOHWH��LW�LV�DUJXHG�WR�SURYLGH�D� UHDVRQDEOH� RYHUYLHZ� RI� WKH� VRFLDO� FRQVWUXFWLRQ� JLYHQ� E\�(XURSH¶V� ODUJHVW� FRPSDQLHV� WR� JHR�SROLWLFDO�HYHQWV�GXULQJ�DQG�VXUURXQGLQJ�WKH�SHULRG������WR��������� 7KH� FRQFOXVLRQ� RI� WKH� �WK DQG� ILQDO� URXQG� RI� WKH� *$77� QHJRWLDWLRQV� LQ� ����� ZDV� KXJHO\�VLJQLILFDQW�LQ�WKLV�FRQWH[W��EULQJLQJ�WR�D�IRUPDO�FRQFOXVLRQ�JHR�SROLWLFDO�QHJRWLDWLRQV�ZKLFK�ZHUH�VHW�LQ�PRWLRQ�DOPRVW����\HDUV�EHIRUH�ZLWK�WKH�*HQHUDO�$JUHHPHQW�RQ�7DULIIV�DQG�7UDGH��*$77���*$77� IRUPV�SDUW� RI� WKH�%UHWWRQ�:RRGV� HFRQRPLF� V\VWHP� FUHDWHG� DIWHU� WKH� HQG�RI� WKH�6HFRQG�:RUOG�:DU��DORQJ�ZLWK�7KH�,QWHUQDWLRQDO�0RQHWDU\�)XQG��,0)�� DQG�7KH�:RUOG�%DQN��WR�FUHDWH�D�VWDEOH� WUDGH�DQG�HFRQRPLF�ZRUOG�HQYLURQPHQW�XQGHU�SURSRVDOV� IURP� WKH�86$�DQG�WKH�8.��7KH�3URWRFRO�RI�3URYLVLRQDO�$SSOLFDWLRQ�RI�WKH�*HQHUDO�$JUHHPHQW�RQ�7DULIIV�DQG�7UDGH��FRQFOXGHG�LQ������� HQWHUHG� LQWR� IRUFH� LQ� ������ 7KH� *$77� FRPSOHWHG� �� URXQGV� RI� PXOWLODWHUDO� WUDGH�QHJRWLDWLRQV��WKH�ODVW�RI�ZKLFK��WKH�8UXJXD\�5RXQG��FRQFOXGHG�ZLWK�WKH�VLJQLQJ�RI�WKH�)LQDO�$FW�RQ�$SULO� ���� ������ LQ�0DUUDNHFK�� SURGXFLQJ� WKH�:RUOG�7UDGH�$JUHHPHQW�� DGPLQLVWHUHG� E\� WKH�:RUOG�7UDGH�2UJDQL]DWLRQ� �:72���7KH�:72�ZDV�HVWDEOLVKHG�RQ�-DQXDU\���������E\� WKH�)LQDO�$FW�RI�WKH�8UXJXD\�5RXQG�RI�QHJRWLDWLRQV���� 7KLV�SHUFHSWLRQ�RI�D�FODVK�RI� LQWHUHVWV�EHWZHHQ�WKH�HQYLURQPHQW�DQG� WKH�HFRQRP\�KDV� WDNHQ�RQ�PDQ\� GLIIHUHQW� IRUPV�� EXW� DW� LWV� URRW� LV� D� JURZLQJ� UHDOLVDWLRQ� WKDW� RQH� �WKH� HFRQRP\�� LV�HQGDQJHULQJ�WKH�RWKHU��,W�LV�LQ�WKLV�DUHQD�WKDW�PXFK�RI�WKH�SUHVHQW�GLVFRXUVH�VXUURXQGLQJ�WKH�GHEDWH�DERXW� µVXVWDLQDELOLW\¶� WDNHV� SODFH��&DSLWDOLVP�� DV� D� VRFLDO� V\VWHP�� VHHNV� �WKRXJK�DGYHUWLVLQJ�� WR�LQFUHDVH�KXPDQ�FRQVXPSWLRQ RI�JRRGV�DQG�VHUYLFHV��&RUSRUDWLRQV�XVH�WKHLU�HFRQRPLF�SRZHU�DV�D�PHDQV� RI� LQFUHDVLQJ� GHPDQG� IRU� JRRGV� DQG� VHUYLFHV�� +RZHYHU�� WKLV� FDQ� KDYH� FRQVHTXHQFHV��VRPHWLPHV�VHYHUH��IRU�WKH�HQYLURQPHQW��DQG�KXPDQ�H[SHULHQFHV�RI�WKH�HQYLURQPHQW��SDUWLFXODUO\�ZKHUH�WKH�GHPDQGV�SODFHG�RQ�WKH�HQYLURQPHQW�DUH�VR�JUHDW�DV�WR�JLYH�ULVH�WR�FRQFHUQV�QRW�MXVW�RYHU�WKH�VWDWH�RI�WKH�HQYLURQPHQW�LWVHOI�EXW�DOVR�RI�WKH�TXDOLW\�RI�KXPDQ�OLIH�ZLWKLQ�WKDW�HQYLURQPHQW��H�J��FRQFHUQV�RYHU�JOREDO�ZDUPLQJ�DQG�R]RQH�GHSOHWLRQ����� ,W� LV� LPSRVVLEOH� WR� RYHUHPSKDVLVH� WKH� LPSRUWDQFH� RI� WKLV� FRQVWUXFWLRQ� LQ� WKH� FRQWH[W� RI� KRZ�:HVWHUQ�OLEHUDO�HFRQRPLF�GHPRFUDFLHV�ZLOO�GHWHUPLQH�WKH�OLYHV�RI�SUHVHQW�DQG�IXWXUH�JHQHUDWLRQV��5HFRXUVH�WR�µVFLHQWLILF�HYLGHQFH¶�VXFK�DV�LQ�WKH�FDVH�RI�JHQHWLFDOO\�PRGLILHG�RUJDQLVPV��*02V��DQG�JOREDO�ZDUPLQJ�GRHV�QRW SURYLGH�DQ�DFFHSWDEOH��UHOLDEOH�EDVLV�RQ�ZKLFK�WR�GHFLGH�µTXDOLW\�RI�OLIH¶�LVVXHV�JLYHQ�WKDW�ZH�VLPSO\�GR�QRW�NQRZ�WKH�IXOO�FRQVHTXHQFHV�RYHU�WKH�ORQJ�WHUP��7KXV��MXVW�EHFDXVH�µH[SHUWV¶�DUH�QRW�DZDUH�RI�DQ\�KDUPIXO�HIIHFWV�GRHV�QRW�JXDUDQWHH�WKDW�KDUP�LV�QRW�WDNLQJ�
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SODFH�RU�ZLOO�QRW�WDNH�SODFH�LQ�WKH�IXWXUH��,Q�WKLV�VLWXDWLRQ��WKH�RQO\�UDWLRQDO��VDQH�DOWHUQDWLYH�LV�WR�DGRSW�WKH�SUHFDXWLRQDU\�SULQFLSOH�DQG�EDQ�SRWHQWLDOO\�KDUPIXO�VXEVWDQFHV�DQG�DFWLYLWLHV�XQWLO� VXFK�WLPH�DV�WKH\�FDQ�EH�SURYHQ QRW�WR�EH�KDUPIXO�WR�KXPDQ�DQG�RWKHU�OLIH�IRUPV��,Q�HVVHQFH��LW�LV�IRU�WKH�SURGXFHUV��XVHUV�DQG�WUDGHUV�RI�SRWHQWLDOO\�KDUPIXO�VXEVWDQFHV�WR�SURYH�EH\RQG�DQ\�UHDVRQDEOH�GRXEW� WKDW�PDQ�PDGH�VXEVWDQFHV�DUH�QRW�KDUPIXO�WR�WKH�HQYLURQPHQW�DQG�WKRVH�ZKRVH�H[LVWHQFH�GHSHQGV�RQ�LW���� :KHWKHU�EXVLQHVV�FDQ�GHOLYHU�µVXVWDLQDELOLW\¶�GHSHQGV�XOWLPDWHO\�RQ�WKH�KXPDQ�FRQVWUXFWLRQ�JLYHQ�WR� LW��$�ZHDN�� HFRQRPLFV�EDVHG� LQWHUSUHWDWLRQ� VXFK� DV� WKDW�RIIHUHG�E\�+ROOLGD\� HW�DO�� ������� LV�FOHDUO\� LQFRQVLVWHQW� ZLWK� VWURQJ�� HFRORJLFDO�EDVHG� LQWHUSUHWDWLRQV� VXFK� DV� WKDW� RIIHUHG� E\� *UD\��������� ,Q� WKDW� FRQWH[W�� WKH� WRQH� RI� FXUUHQW� DQG� IXWXUH� GHEDWHV� DERXW� WKH� UROH� RI� EXVLQHVV� LQ�FRQWULEXWLQJ�WRZDUGV�D�µVXVWDLQDEOH¶�VRFLHW\�ZLOO�GHSHQG�ODUJHO\�RQ�WKH�H[WHQW�WR�ZKLFK�RQH�VHFWLRQ�RI�VRFLHW\�LV�DEOH�WR�LQIOXHQFH�SHUFHSWLRQV�RQ�ZKDW�µVXVWDLQDELOLW\´�UHDOO\�PHDQV��,Q�RWKHU�ZRUGV��WKH� GHEDWH�ZLOO� QRW� EH� DERXW� IDFWV� EXW� DERXW�EHOLHIV� DQG� WKH� UHODWLYH�SRZHU� DV\PPHWULHV�ZKLFK�FRQWULEXWH�WRZDUGV�WKH�JHQHUDO�DVFHQGDQF\�RI�SDUWLFXODU�EHOLHIV�ZLWKLQ�VRFLHW\�DV�D�ZKROH���� ,W� LV� LQ� WKLV� FRQWH[W� WKDW� WKH� UROH�RI� WKH� DFFRXQWDQF\�SURIHVVLRQ��SDUWLFXODUO\�)((�� LWV�(XURSHDQ�UHSUHVHQWDWLYH�ERG\��WKURXJK�LWV�DVVRFLDWLRQ�DQG�VXSSRUW�IRU�*5,¶V��������������*OREDO�5HSRUWLQJ�,QLWLDWLYH�� KDV� VXFK� VHULRXV� DQG� GDPDJLQJ� FRQVHTXHQFHV� IRU� HQVXULQJ� D� MXVW� DQG� GHPRFUDWLF�RXWFRPH�RI�WKH�VXVWDLQDELOLW\�GHEDWH��7R�WKH�H[WHQW�WKDW�EXVLQHVV�DQG�DFFRXQWDQF\¶V�FRQFHSWLRQV�RI�VXVWDLQDELOLW\�DUH�HTXDWHG�ZLWK� WKH� WULYLDO��SHWW\�FRQFHSW�RI� µWULSOH�ERWWRP� OLQH¶�UHSRUWLQJ��7%/���VHH��IRU�H[DPSOH��(ONLQJWRQ��������$GDPV�DQG�-DFNVRQ��������WKLV�GHEDWH�KDV�EHHQ�VXFFHVVIXOO\�FDSWXUHG�DQG�FRQWUROOHG�E\�WKRVH�ZKRVH�YHU\�LQWHUHVWV�DUH�VHUYHG�E\�WKH�VWDWXV�TXR���� ([DPSOHV�RI�VWDWHPHQWV�IURP�FRPSDQLHV� LQFOXGHG� LQ� WKH�SUHVHQW�VWXG\�DV�WR�WKHLU�SULPDU\�JRDOV�DQG� PLVVLRQV� LQFOXGH�� $OOLDQ]� $QQXDO� 5HSRUW� ������ S���� ³� ���� WKH� SULPDU\� REMHFWLYH� UHPDLQV�LQFUHDVLQJ�SURILWDELOLW\�«´��%HNDHUW�0LVVLRQ�	�%HOLHIV�6WDWHPHQW�� ³���:H�EHOLHYH� WKDW� WKH� IUHH�HQWHUSULVH� V\VWHP� LV� WKH� EHVW� IUDPHZRUN� ZLWKLQ� ZKLFK� WR� IXOILO� RXU� PLVVLRQ´�� %D\HULVFKH�+\SRWKHNHQ�XQG�:HFKVHO�%DQN�$QQXDO�5HSRUW�������S����³*HUPDQ\�FDQ�RQO\�DFKLHYH�D�SRVLWLRQ�DV� D� ORFDWLRQ� IRU� LQGXVWU\� DQG� ILQDQFLDO� VHUYLFHV� ���� LI� HYHU\RQH� ���� IRVWHU>V@� D� V\VWHP� LQ�ZKLFK�PDUNHW� IRUFHV�FDQ�FRPH�LQWR�SOD\�DQG�GHYHORS�IUHHO\´��%D\HULVFKH�9HUHLQVEDQN��$QQXDO�5HSRUW������� S����� ³&RPSHWLWLRQ�� FRPELQHG�ZLWK�D� VHQVH�RI� VRFLDO� UHVSRQVLELOLW\��HQVXUH� WKDW� VRFLHW\¶V�GLYHUJHQW�LQWHUHVWV�DUH�UHFRQFLOHG��7KH�IUDPHZRUN�IRU�WKLV�LV�D�VRFLDO�PDUNHW�HFRQRP\´��'HOKDL]H�$QQXDO�5HSRUW�������S�����³�����WKH�IXWXUH�IRU�WKH�*URXS�LQFOXGHV��JURZWK�RI�PDUNHW�VKDUH��JURZWK�RI�SURILWV�DQG�JURZWK�RI�VKDUHKROGHUV¶�HTXLW\����´��0DQQHVPDQQ�$QQXDO�5HSRUW�������S���µ/HWWHU�WR� WKH�6KDUHKROGHUV¶� IURP� WKH�&KDLUPDQ�RI� WKH %RDUG�RI�0DQDJHPHQW��³:H�UXQ�\RXU�FRPSDQ\�ZLWK�WKH�PDLQ�IRFXV�RQ�SURILWDELOLW\�DQG�LQFUHDVLQJ�VKDUHKROGHU�YDOXH�´��� 0DQ\�RI� WKH� FRPSDQLHV� LQ� WKH�SUHVHQW� VWXG\�H[SUHVVHG�D� FOHDU� FRQFHUQ� IRU� DQG�FRPPLWPHQW� WR�HQYLURQPHQWDO� SURWHFWLRQ�� %$6)� $QQXDO� 5HSRUW� ����� S����� ³7KH� HFRORJLFDO� SURSHUWLHV� RI� RXU�SURGXFWV�DUH�MXVW�DV�LPSRUWDQW�WR�XV�DV�WKHLU�SHUIRUPDQFH´��%HLHUVGRUI�$QQXDO�5HSRUW�������S����³:H�DFW�LQ�DQ�HFRORJLFDOO\�UHVSRQVLEOH�ZD\�WR�SURWHFW�WKH�HQYLURQPHQW�DQG�FRQVHUYH�WKH�QDWXUDO�EDVLV� RI� RXU� OLIH´�� &RPPHU]EDQN�$QQXDO� 5HSRUW� ������ S����� ³:H� DUH� FRPPLWWHG� WR� DFKLHYLQJ�SURJUHVV� WKDW� LV� VRFLDOO\�DFFHSWDEOH�DQG�GRHV�QRW�KDUP�WKH�HQYLURQPHQW´�� 'DLPOHU%HQ]&KU\]OHU�$QQXDO 5HSRUW�������S����³:H�RZH�LW�WR�IXWXUH�JHQHUDWLRQV�WR�XVH�RXU�QDWXUDO�UHVRXUFHV�SUXGHQWO\�DQG� VSDULQJO\�� 7KLV� VHQVH� RI� UHVSRQVLELOLW\�PXVW� EH� UHIOHFWHG� LQ� DOO� RXU� WKRXJKWV� DQG� DFWLYLWLHV�WKURXJKRXW�WKH�*URXS´��'60�$QQXDO�5HSRUW�������S�����³,W� LV�ZLGHO\�DQG�LQFUHDVLQJO\�IHOW�WKDW�PRUH�VWULQJHQW�PHDVXUHV�QHHG�WR�EH�WDNHQ�WR�FRSH�ZLWK�WKH�HQYLURQPHQWDO�SUREOHPV�FRQIURQWLQJ�XV�WRGD\��'60�HQGRUVHV�WKLV�QHHG�«´��*ROGVFKPLGW�$QQXDO�5HSRUW�������S�����³5HVSRQVLELOLW\�IRU�SURWHFWLQJ� WKH�HQYLURQPHQW�DQG� IRU�HQVXULQJ� WKH�VDIHW\�RI�RXU�HPSOR\HHV� LV�DV� LPSRUWDQW�DV� WKH�SXUVXLW�RI�RXU�HFRQRPLF�REMHFWLYHV´��3DNKRHG�$QQXDO�5HSRUW�������S�����³�����WKH�KLJKHVW�SULRULW\�LV�JLYHQ� WR� WKH�SURWHFWLRQ�RI� WKH�HQYLURQPHQW� ���´��3UHXVVDJ�$QQXDO�5HSRUW����������S�����³7KH�JOREDO�WKUHDW�WR�WKH�HQYLURQPHQW�LV�EHFRPLQJ�D�JURZLQJ�FKDOOHQJH�LQ�PDQ\�ZD\V��,W�LV�WKH�PRUDO�GXW\�RI WKH� LQGXVWULDOLVHG�QDWLRQV� WRGD\� WR� WUHDW�QDWXUDO� UHVRXUFHV�HFRQRPLFDOO\�� WR�SURGXFH�LQ�D�ZD\� ZKLFK� LV� QRQ�SROOXWLQJ�� DQG� WR� DVVLVW� WKH� OHVV� GHYHORSHG� FRXQWULHV� LQ� WKHLU� HQGHDYRXUV� WR�VDIHJXDUG�WKH�HQYLURQPHQW´��7UDFWHEHO�$QQXDO�5HSRUW�������S����³7KH�7UDFWHEHO�*URXS�LV�DFXWHO\�DZDUH�RI�WKH�LPSRUWDQFH�RI�WKH�HQYLURQPHQW´��8QLOHYHU�$QQXDO�5HYLHZ�������S�����³&RQFHUQ�IRU�WKH� LPSDFW� RI� 8QLOHYHU¶V� RSHUDWLRQV� XSRQ� WKH� HQYLURQPHQW� LV� DQ� LPSRUWDQW� FRQVLGHUDWLRQ� LQ�GHYHORSLQJ� RXU� FRPPHUFLDO� VWUDWHJLHV´� DQG�(QYLURQPHQW� 5HSRUW� ������ S���� ³� ���� HQYLURQPHQWDO�
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SHUIRUPDQFH�LV�D�FHQWUDO�LVVXH�IRU�WKH�&RPSDQ\�DQG�RQH�ZKLFK�KDV�D�GLUHFW�EHDULQJ�RQ�ORQJ�WHUP�EXVLQHVV�VXFFHVV´���� $� QXPEHU� RI� FRPSDQLHV�� SDUWLFXODUO\� WKRVH� LQ� *HUPDQ\�� ZHUH� FOHDUO\� FRQFHUQHG� WKDW� DQ� RYHU �]HDORXV�DSSURDFK�WR�HQYLURQPHQWDO�SURWHFWLRQ�ZRXOG�FDXVH�FRQVLGHUDEOH� HFRQRPLF KDUP�WR�WKHLU�EXVLQHVV��%$6)�$QQXDO�5HSRUW�������S�����³����OHJLVODWLRQ�LV�EHFRPLQJ�LQFUHDVLQJO\�VWULQJHQW�����,Q�WHUPV�RI�WKH�FRVW�LQYROYHG�WKH�DGGLWLRQDO�HQYLURQPHQWDO�DQG�VDIHW\�EHQHILWV�DUH�UHODWLYHO\�VOLJKW´��%D\HU�$QQXDO�5HSRUW�������S����³����ZH�DUH�EHFRPLQJ�LQFUHDVLQJO\�FRQFHUQHG�DERXW�WKH�GLUHFWLRQ�RI� HQYLURQPHQWDO� SROLF\� LQ� *HUPDQ\�� 7KH� VLWXDWLRQ� VHULRXVO\� WKUHDWHQV� RXU� LQWHUQDWLRQDO�FRPSHWLWLYHQHVV´� 3HWURILQD�$QQXDO�5HSRUW����� µ/HWWHU�WR�6KDUHKROGHUV¶��S����³7KH�FRPSDQ\�����LV�SUHRFFXSLHG� ZLWK� D� PXOWLWXGH� RI� FRQVWUDLQWV�� HQYLURQPHQWDO� RQHV� LQ� SDUWLFXODU�� ZKLFK� ZHLJK�KHDYLO\�RQ�WKH�LQGXVWU\�DV�D�ZKROH´��5:(�$QQXDO�5HSRUW������� µ0HVVDJH�IURP�WKH�&KDLUPDQ¶��S����³$�QDWLRQDO�&2� WD[�RU�HQHUJ\�WD[��ZKLFK�DOUHDG\�SOD\V�D�SLRQHHULQJ�UROH�LQ�HQYLURQPHQWDO�SURWHFWLRQ�� ZRXOG� QRW� EH� LQ� OLQH� ZLWK� HFRORJLFDO� RU� HFRQRPLF� UHTXLUHPHQWV�� LW� ZRXOG� IXUWKHU�XQLODWHUDOO\� KDPSHU� WKH� FRXQWU\¶V� LQGXVWULDO� SURVSHFWV�� ZLWK� GLUH� FRQVHTXHQFHV� IRU� EXVLQHV V´��7K\VVHQ� $QQXDO� 5HSRUW� ��������� S����� ³,Q� YLHZ� RI� WKH� YHU\� OLWWOH� SRWHQWLDO� OHIW� IRU� UHGXFLQJ�HPLVVLRQV�� DGGLWLRQDO� GHPDQGV� IRU� HQYLURQPHQWDO� SURWHFWLRQ� DW� RXU� SODQWV� DQG� SURGXFWLRQ� VLWHV�LQFUHDVLQJO\�UHDFK�WKH�OLPLW�RI�ZKDW�LV�WHFKQLFDOO\�SRVVLEOH��(DFK�KHDY\�RXWOD\�ZRXOG�RQO\�UHVXOW�LQ�PDUJLQDO�LPSURYHPHQWV�IRU�WKH�HQYLURQPHQW´��9(%$�$QQXDO�5HSRUW�������S�����³5LVLQJ�FRVWV�PDNH� LW� GLIILFXOW� WR� DUJXH� WKH� FDVH� LQ� IDYRXU� RI� HQYLURQPHQWDO� SURWHFWLRQ�ZKHQ�RWKHU� FRPSDQ\�REMHFWLYHV�DOVR�KDYH�WR�EH�FRQVLGHUHG� VXFK�DV�PDLQWDLQLQJ�FRPSHWLWLYHQHVV�DQG�PDLQWDLQLQJ�MREV´��:DFNHU�&KHPLH�$QQXDO�5HSRUW�������S����³7KH�HYHU�LQFUHDVLQJ�PDVV�RI�UHJXODWRU\�OHJLVODWLRQ�LV�D�SRZHUIXO� UHVWUDLQW� RQ� LQQRYDWLYH� IRUFHV�� /HJLVODWLRQ� GRHV� QRW� DOZD\V� WDNH� DFFRXQW� RI� ZKDW� LV�WHFKQLFDOO\� SRVVLEOH� DQG� HFRQRPLFDOO\� DFFHSWDEOH�� ,W� KDV� OHG� WR� OHQJWK\� DQG� XQSUHGLFWDEOH�SURFHGXUHV� IRU� QHZ� SODQW� DQG� SURFHVVHV�� DV� ZHOO� DV� D� GLVSURSRUWLRQDWH� ULVH� LQ� HQYLURQPHQWDO�SURWHFWLRQ�FRVWV´���� 7DEOH������LV�LQWHQGHG�WR�SURYLGH�DQ�LQGLFDWLRQ�RI�WKH�JHQHUDO QDWXUH�RI�EXVLQHVV¶�FRQVWUXFWLRQ�RI�VXVWDLQDELOLW\� RYHU� WKH� SHULRG� RI� WKH� SUHVHQW� VWXG\�� 7LPH� DQG� VSDFH� SUHFOXGH� D� PRUH� GHWDLOHG�LQYHVWLJDWLRQ�KHUH��DOWKRXJK�LW�VKRXOG�EH�SRLQWHG�RXW�WKDW�D�VLJQLILFDQW�QXPEHU�RI�VWDWHPHQWV�RI�WKLV�QDWXUH�ZHUH�PDGH�E\�WKHVH�FRPSDQLHV�RYHU�WKH�SHULRG�RI�WKH�VWXG\����� $V� VKRZQ� LQ� )LJXUH� ����� HDUOLHU� LQ� WKLV� FKDSWHU�� DOWKRXJK� WKH� DPRXQW� RI� &('� UHODWLQJ� WR�VXVWDLQDEOH�GHYHORSPHQW�ZDV�QRW�HTXLYDOHQW�WR�RWKHU�PRUH�SRSXODU�FDWHJRULHV�RI�GLVFORVXUH��WKHUH�ZDV�D�VLJQLILFDQW�LQFUHDVH�LQ�WKH�PHDQ�QXPEHU�RI�SDJHV�RYHU�WKH�SHULRG�RI�WKH�VWXG\��ULVLQJ�IURP������� SDJHV� LQ� ����� WR� ������ SDJHV� LQ� ������� 7KH� UHODWLYHO\� VPDOO� DPRXQW� RI� UHSRUWLQJ� VSDFH�GHYRWHG� WR� VXVWDLQDELOLW\� LVVXHV� UHIOHFWV� WKH� IDFW� WKDW� FRUSRUDWH� VWDWHPHQWV� RQ� WKLV� VXEMHFW�ZHUH�UHODWLYHO\�VKRUW��FRPSULVLQJ�XVXDOO\�QR�PRUH�WKDQ�RQH�RU�WZR�SDUDJUDSKV��:KDW�LV�LPSRUWDQW�LQ�WKLV�FRQWH[W�LV�WKDW�RYHU�WKH�SHULRG�RI�WKH�VWXG\�WKH�QXPEHU�RI�UHIHUHQFHV�WR�VXVWDLQDELOLW\�LQ�FRUSRUDWH�UHSRUWV� LQFUHDVHG� GUDPDWLFDOO\�� WKH� FRQWHQW� RI� WKHVH� VWDWHPHQWV� UHYHDOLQJ� WKH� VXEVWDQFH� RI�PDQDJHPHQW¶V�VWDQFH�LQ�UHODWLRQ�WR�VXVWDLQDEOH�GHYHORSPHQW��VHH�7DEOH���������� 7KH� %UXQGWODQG� 5HSRUW� �81:&('�� ������ GRHV� VHW� RXW� VRPH� YHU\� VHULRXV� VRFLDO� DQG�HQYLURQPHQWDO� FKDOOHQJHV� IRU� WKH� GHYHORSHG� ZRUOG�� +RZHYHU�� WKH GHILQLWLRQ� RI� VXVWDLQDEOH�GHYHORSPHQW�SURYLGHG�WKHUHLQ��L�H��GHYHORSPHQW�ZKLFK�³«��PHHWV�WKH�QHHGV�RI�WKH�SUHVHQW�ZLWKRXW�FRPSURPLVLQJ�WKH�DELOLW\�RI�IXWXUH�JHQHUDWLRQV�WR�PHHW�WKHLU�RZQ�QHHGV´��81:&('�������S�����LV�WRR� JHQHUDO� IRU� SUDFWLFDO� SXUSRVHV�� 7KH�PRVW� FRPPRQ� SUDFWLFDO� LQWHUSUHWDWLRQ� LV� SUREDEO\� WKDW�VXVWDLQDEOH� GHYHORSPHQW� UHTXLUHV� WKH� LQWHJUDWLRQ� RI� HQYLURQPHQWDO�� VRFLDO� DQG� HFRQRPLF�FRQVLGHUDWLRQV� LQWR�GHFLVLRQ�PDNLQJ��*LOSLQ���������+RZHYHU�� WKLV�WRR�LV�XQZRUNDEOH�EHFDXVH�LW�GRHV� QRW� SURYLGH� D GHFLVLRQ� UXOH� IRU� WKRVH� VLWXDWLRQV� ZKHUH� WKHVH� WKUHH� FRQVLGHUDWLRQV� DUH� LQ�FRQIOLFW�ZLWK�RQH�DQRWKHU��6LPLODUO\�� WKH� ,&&�%XVLQHVV�&KDUWHU� IRU�6XVWDLQDEOH�'HYHORSPHQW LV�HVVHQWLDOO\� FRQFHUQHG� ZLWK� HQYLURQPHQWDO� PDQDJHPHQW IURP� D� EXVLQHVV� SHUVSHFWLYH� DQG� VHHV�HFRQRPLF�JURZWK�DV�SURYLGLQJ�WKH�FRQGLWLRQV�LQ�ZKLFK�SURWHFWLRQ�RI�WKH�HQYLURQPHQW�FDQ�EH�EHVW�DFKLHYHG��$V�VXFK�� LW� VXEVXPHV� WKH�HQYLURQPHQW�ZLWKLQ� WKH�HFRQRPLF�� WKHUHE\� WUDQVIRUPLQJ� WKH�VXVWDLQDELOLW\� DJHQGD� LQWR� RQH�ZKLFK� GRHV� QRW� KDUP� WKH� HVVHQWLDO� UROH� RI� EXVLQHVV� LQ� FDSLWDOLVW�VRFLHWLHV���� ,W�PLJKW�EH�FRQWHQGHG� WKDW� WKLV� IRFXV�RQ� WKH�HFR�HIILFLHQF\�DVSHFWV�RI�VXVWDLQDELOLW\� LV�D� ORJLFDO�UHVSRQVH� RQ� WKH� SDUW� RI� EXVLQHVV� JLYHQ� WKDW� WKHUH� DUH� VHYHUH� µDOORFDWLRQ¶� SUREOHPV� LQ� WU\LQJ� WR�DGGUHVV�VRPH�RI�WKH PDQ\�FRPSOLFDWHG�DVSHFWV�RI�IXOO�FRVW�DFFRXQWLQJ��)&$��IRU�HQYLURQPHQWDO�
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H[WHUQDOLWLHV�VXFK�DV�DFLG�UDLQ��JOREDO�ZDUPLQJ��ORVV�RI�ELRGLYHUVLW\��HWF��:KLOVW�LW�LV�FHUWDLQO\�WUXH�WKDW� WKHVH�GLIILFXOW� DOORFDWLRQ�SUREOHPV�KDYH�\HW� WR�EH�SURSHUO\� DGGUHVVHG�E\� EXVLQHVV� �VHH�� IRU�H[DPSOH��%HEELQJWRQ� HW� DO��� ������+LEELWW� DQG�.DPS�5RHODQGV������������D��� LW� LV�SDUWLFXODUO\�QDwYH�WR�DVVXPH�WKDW�WKH�GHFLVLRQ�RI�EXVLQHVV�QRW�WR�JR�GRZQ�WKH�)&$�URXWH�LV�PRWLYDWHG�SXUHO\�E\�WKLV�NLQG�RI�UHDVRQLQJ��:K\��IRU�H[DPSOH��KDYH�ODUJH�EXVLQHVV�RUJDQL]DWLRQV�EHHQ�VR�NHHQ�WR�DGRSW�VR�FDOOHG� WULSOH� ERWWRP� OLQH� UHSRUWLQJ� �7%/�� �*5,�� ������ ������ LQ� SUHIHUHQFH� WR� PRUH�VRSKLVWLFDWHG�DQG�PHDQLQJIXO�IRUPV�RI�DFFRXQWLQJ�IRU�WKH�HQYLURQPHQW"�7KH�DQVZHU�OLHV�SHUKDSV�LQ� WKH� IDFW� WKDW�7%/�GRHV�QRW� FKDOOHQJH� WKH�EDVLF� FRQIOLFW� EHWZHHQ�HFRQRPLF�GHYHORSPHQW� DQG�VXVWDLQDELOLW\��ZKHUHDV�)&$�DQG�RWKHU�PRUH�VXEVWDQWLDO�IRUPV�RI�DFFRXQWLQJ�GR��VHH��IRU�H[DPSOH��*UD\��������%HEELQJWRQ�DQG�*UD\��������+LEELWW����������� (ONLQJWRQ� ������� VWDWHV� WKDW� EXVLQHVV�� YLD� LWV� OREE\�RUJDQL]DWLRQV� VXFK� DV� ,&&� DQG�%&6'�� KDG�LQYHVWHG� ³«� D� JURZLQJ� DPRXQW� RI� HQHUJ\� DQG� VHQLRU� PDQDJHPHQW� WLPH� «� LQ� SUHSDULQJ� LWV�SRVLWLRQ�IRU�WKH������(DUWK�6XPPLW´��S������+RZHYHU��(ONLQJWRQ�DOVR�VWDWHV�WKDW�³>0@RVW�RI�WKH�KXQGUHGV� RI� FRPSDQLHV� WKDW� OLPEHUHG� XS� IRU� WKH� ����� (DUWK� 6XPPLW� E\� VLJQLQJ� WKH� %XVLQHVV�&KDUWHU�IRU�6XVWDLQDEOH�'HYHORSPHQW��GHYLVHG�E\�WKH�,QWHUQDWLRQDO�&KDPEHU�RI�&RPPHUFH��,&&���KDG�OLWWOH�LGHD�RI�WKH�GHHSHU�ORJLF�RI�VXVWDLQDEOH�GHYHORSPHQW��$V�IDU�DV�WKH\��DQG�WKH�WKRXVDQGV�RI�FRPSDQLHV�ZKLFK�KDYH�VLJQHG�XS�VLQFH��ZHUH�FRQFHUQHG��WKH�EDVLF�FKDOOHQJH�ZDV�VLPSO\�RQH�RI�³JUHHQLQJ´��RI�PDNLQJ�EXVLQHVV�PRUH�HIILFLHQW�DQG� WULPPLQJ�FRVWV´��S������7KH�H[WHQW�WR�ZKLFK�OHDGLQJ�LQGXVWULDOLVWV�DQG�EXVLQHVV�OHDGHUV�ZHUH�FRQVFLRXV�RI� D�VHULRXV�µFODVK¶�EHWZHHQ�HFRQRP\�DQG�HFRORJ\� LV� DQ� LPSRUWDQW� LVVXH� LQ� WKLV�FRQWH[W��EXW�QRW�RQH�ZKLFK� LV�DGGUHVVHG� LQ�DQ\�GHWDLO�KHUH��6XIILFH� WR�VD\�� LW�ZRXOG�VHHP�QDwYH� WR�VXJJHVW� WKDW� WKH�FKDOOHQJHV�SRVHG�E\�VXVWDLQDELOLW\�ZHUH� VLPSO\� VHHQ� LQ� HFR�HIILFLHQF\� WHUPV�E\� DOO� EXVLQHVV� OHDGHUV�� EHDULQJ� LQ�PLQG� WKH�SROLWLFDO�GLVTXLHW�EHLQJ�H[SUHVVHG�E\�WKH�7KLUG�:RUOG�DQG�1*2V�DW�LQWHUQDWLRQDO�DQG�LQWHU�JRYHUQPHQWDO�FRQIHUHQFHV�LQ�WKH�����V��
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&KDSWHU���6XPPDU\��FRQFOXVLRQV�DQG�FORVLQJ�UHPDUNV
7KH�DUJXPHQW��WKHUHIRUH��LV�QRW�VLPSO\�WKDW�WKH�GRPLQDQW�SDWWHUQV�RI�HFRQRPLF�GHYHORSPHQW�«�DUH�ZURQJ�PRUDOO\��,W�LV�WKDW�WKH\�DUH�QRZ�FRXQWHU�SURGXFWLYH��7KH\�DUH�QR�ORQJHU�JHQHUDWLQJ�QHW�EHQHILWV��EXW�QHW�FRVWV��DQG�WKHVH�FRVWV�DUH�LQFUHDVLQJ��&KDQJH�LV�WKHUHIRUH�LPSHUDWLYH��7KLV�FKDQJH�QHHGV�WR�EH�QRW�MXVW�LQ�WKH�SDWWHUQV�RI�HFRQRPLF�GHYHORSPHQW��EXW� LQ� WKH�PRGHO�ZKLFK� LQIRUPV� WKHP��:H� QHHG� WR� UHDVVHVV� ZKDW� ZH� PHDQ� E\� HFRQRPLF� DQG� VRFLDO� SURJUHVV�� DQG�PRYH�WR�D�SDWK�PRUH�OLNHO\�WR�DFKLHYH�LW�7KH�5HDO�:RUOG�&RDOLWLRQ��������S�����

���� ,QWURGXFWLRQ7KH� SXUSRVH� RI� WKLV� FORVLQJ� FKDSWHU� LV� IRXUIROG�� ILUVWO\�� WR� VXPPDULVH� WKH� UHVXOWV� DQG�PDLQ�FRQFOXVLRQV�RI� WKH� UHVHDUFK� LQYHVWLJDWLRQ��VHFRQGO\�� WR�SURYLGH�DQ�DSSUDLVDO�RI� WKH�HPSLULFDO�HYLGHQFH� LQ� WHUPV� RI� LWV� VXSSRUW� IRU� WKHRU\�� KLJKOLJKWLQJ� FRQILUPDWLRQV� RI� DQG� GLIIHUHQFHV�IURP� SULRU� UHVHDUFK� DQG� WR� GUDZ� DWWHQWLRQ� WR� QHZ� ILQGLQJV�� WKLUGO\�� WR� SURYLGH� µIRRG� IRU�WKRXJKW¶�LQ�WHUPV�RI�SXEOLF�SROLF\�LVVXHV��QRWDEO\�WKH�UROH�RI�WKH�DFFRXQWDQF\�SURIHVVLRQ�LQ�WKH�ILHOG�RI�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ��DQG�ODVWO\��WR�SURSRVH�D�UDGLFDO�DJHQGD�IRU�DFWLRQ�LQ�UHODWLRQ�WR�WKH�UROH�DQG�GLUHFWLRQ�RI�IXWXUH�DFDGHPLF�UHVHDUFK�LQ�WKLV�DUHD��$V�VHW�RXW�LQ�&KDSWHU����WKH�SUHVHQW VWXG\�ZDV�PRWLYDWHG�E\�D�FRQFHUQ�WR�H[SODLQ�DQG�LQWHUSUHW�WKH�XQGHUO\LQJ�QDWXUH�DQG�FDXVHV�RI�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH��&('��DPRQJVW�ODUJH�(XURSHDQ� FRPSDQLHV��7KLV� FRQFHUQ�ZDV� H[SUHVVHG� LQ� WKH� ILUVW� SDUW� RI� WKH� UHVHDUFK� TXHVWLRQ��&KDSWHU����7DEOH������ZKLFK�UDLVHG�WKH�GHFHSWLYHO\�VLPSOH�EXW�DUJXDEO\�LPSRUWDQW�TXHVWLRQ��³:K\� GR� FRPSDQLHV� SURYLGH� HQYLURQPHQWDO� GLVFORVXUH"´� 7KH� VHFRQG� SDUW� RI� WKH� UHVHDUFK�TXHVWLRQ��ZKLFK� IROORZV�RQ� IURP� WKH� ILUVW�� DVNHG��³:KDW� LPSOLFDWLRQV�GR� WKHVH�H[SODQDWLRQV�KDYH IRU�WKH�UROH�RI�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH�DQG�UHSRUWLQJ�LQ�UHODWLRQ�WR�PDWWHUV�RI�SXEOLF�SROLF\"´�7KH�UHVHDUFK�DSSURDFK�DGRSWHG�IRU�WKH�SXUSRVHV�RI�DGGUHVVLQJ�WKHVH�UHVHDUFK�TXHVWLRQV� �DV� VHW� RXW� LQ�&KDSWHU� ��� SURYLGHG� IRU� D� V\VWHPDWLF� LQYHVWLJDWLRQ� LQWR�&('� IRU� D�VDPSOH�RI����ODUJH�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�RYHU�WKH�VHYHQ�\HDU�SHULRG�IURP������WR��������7KLV� LQYHVWLJDWLRQ�ZDV�SHUIRUPHG�E\�HPSOR\LQJ�ERWK�FURVV�VHFWLRQDO��&KDSWHU����DQG�ORQJLWXGLQDO� �&KDSWHU����� DQDO\VHV��%RWK� DQDO\VHV�ZHUH�EDVHG�RQ� D� WRWDO� RI�������FRUSRUDWH�UHSRUWV�RYHU�WKH�VHYHQ�\HDU�SHULRG��&KDSWHU����6HFWLRQ��������FRPSULVLQJ�����DQQXDO�UHSRUWV����� VRFLDO� UHSRUWV�� ��� HQYLURQPHQW� UHSRUWV�� ���� UHYLHZV� RI� WKH� \HDU�� DQG� ���� RWKHU� UHSRUWV��&KDSWHU����7DEOH�������,Q�UHODWLRQ�WR�WKH�FURVV�VHFWLRQDO�DQDO\VLV��WKUHH�WKHRULHV��L�H��HFRQRPLF�DJHQF\� WKHRU\� �($7��� PDQDJHULDO� VWDNHKROGHU� WKHRU\� �067�� DQG� RUJDQL]DWLRQDO� OHJLWLPDF\�WKHRU\� �2/7���ZHUH�HPSOR\HG�XVLQJ� WKH�K\SRWKHWLFR�GHGXFWLYH�PHWKRG�RI� UHVHDUFK��(DFK�RI�WKH�WKHRULHV�ZDV�H[SORUHG�LQ�GHWDLO��&KDSWHUV������DQG����UHVSHFWLYHO\��LQ�RUGHU�WR�DUULYH�DW�D�VHW� RI� WHVWDEOH� K\SRWKHVHV� LQ� HDFK� FDVH�� ZKLFK�� EDVHG� RQ� SULRU� &65� UHVHDUFK� �&KDSWHU� ����SUHGLFWHG� DQ� DVVRFLDWLRQ� EHWZHHQ� YDULDWLRQV� LQ� WKH� YROXPH� RI� &('� DQG� YDULDWLRQV� LQ� RWKHU�H[SODQDWRU\� YDULDEOHV�� 7KHVH� RWKHU� YDULDEOHV� ZHUH� SUHVHQWHG� LQ� WKH� IRUP� RI� HLWKHU� ILUP�
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FKDUDFWHULVWLFV� RU� VRFLR�SROLWLFDO� LQIOXHQFHV� ZLWKLQ� DQ� RYHUDOO� FRQFHSWXDO� IUDPHZRUN� RQ� WKH�DVVRFLDWLRQ� EHWZHHQ� WKH� ILUP� DQG�&('� �&KDSWHU� ��� )LJXUH� ����� LQ� WKH� FRQWH[W� RI� WKH ZLGHU�UHODWLRQVKLS� EHWZHHQ� EXVLQHVV� DQG� VRFLHW\�� ,Q� GRLQJ� VR�� WKH� LQYHVWLJDWLRQ� DGRSWHG� D�WHOHRORJLFDO FRQVWUXFWLRQ� WR� WKH� DSSOLFDWLRQ� RI� WKHVH� WKUHH� WKHRULHV� LQ� WKH� FRQWH[W� RI� &('��&KDSWHU����6HFWLRQ�������3XW� VLPSO\�� WKH�SKHQRPHQRQ�RI�&('� LV� VHHQ� DV� VRPHWKLQJ�ZKLFK�WDNHV�SODFH�QRW�E\�DFFLGHQW�RU�FKDQFH�EXW�DV�D�UHVXOW�RI�D�FRQVFLRXV��GHOLEHUDWH�DFW�RQ�WKH�SDUW�RI�PDQDJHPHQW�WRZDUG�VRPH�SUH�FRQFHLYHG�HFRQRPLF��VRFLR�HFRQRPLF�RU�VRFLR�SROLWLFDO�HQG��,Q� UHODWLRQ� WR� WKH� ORQJLWXGLQDO� DQDO\VLV�� D� IRXUWK� WKHRU\�� SROLWLFDO� HFRQRP\� RI� DFFRXQWLQJ�WKHRU\� �3($7��� SURYLGHG� D� VXSSOHPHQW� WR� WKH� LQYHVWLJDWLRQ� �&KDSWHU� ���� 6HFWLRQ� �������� LQ�RIIHULQJ�D�UDGLFDO��FULWLFDO�LQWHUSUHWDWLRQ�RI�WKH�UROH�RI�&('�IURP�D�VRFLR�SROLWLFDO�SHUVSHFWLYH�7KH�UHVW�RI�WKLV�FKDSWHU�LV�VWUXFWXUHG�DV�IROORZV��6HFWLRQ������VXPPDULVHV�WKH�NH\�ILQGLQJV�RI�WKH�VWXG\�LQ�UHODWLRQ�WR�WKH�FURVV�VHFWLRQDO�DQDO\VLV��7KH�NH\�LQWHUSUHWDWLRQV�LQ�UHODWLRQ�WR�WKH�ORQJLWXGLQDO� DQDO\VLV� DUH� VHW� RXW� LQ� 6HFWLRQ� ������ 6HFWLRQ� ����� VXPPDULVHV� WKH� PDLQ�OLPLWDWLRQV� RI� WKH� LQYHVWLJDWLRQ��$� GLVFXVVLRQ� RI� WKH� NH\� ILQGLQJV� DQG� LQWHUSUHWDWLRQV� LQ� WKH�FRQWH[W�RI�WKH�ILUVW�SDUW�RI�WKH�UHVHDUFK�TXHVWLRQ�LV�SURYLGHG�LQ�6HFWLRQ�������7KH�VHFRQG�SDUW�RI�WKH�UHVHDUFK�TXHVWLRQ��ZKLFK�DGGUHVVHV�PDWWHUV�RI�SXEOLF�SROLF\��LV�VHW�RXW LQ�6HFWLRQ�������7KHVH�PDWWHUV�DUH�FRQVLGHUHG�IURP�D�QRUPDWLYH��DV�RSSRVHG�WR�D�GHVFULSWLYH��SRLQW�RI�YLHZ�LQ�WKH�FRQWH[W�RI�ERWK�WKH�UHFHQW�XSVXUJH�RI�LQWHUHVW�LQ�FRUSRUDWH�VRFLDO�UHVSRQVLELOLW\��&65HVS��DQG�VXVWDLQDEOH�GHYHORSPHQW�DQG�WKH�UROH�RI�WKH�DFFRXQWDQF\�SURIHVVLRQ�LQ�OHQGLQJ�FUHGLELOLW\�WR�FRUSRUDWH�UHSRUWV�LQ�WKHVH�DUHDV��7KH�QRUPDWLYH�WKHPH�LV�FRQWLQXHG�LQ�6HFWLRQ������ZKLFK�SURYLGHV� D� FULWLFDO� FRPPHQWDU\� RQ� FXUUHQW� GHYHORSPHQWV� LQ� FRUSRUDWH� VRFLDO� DQG�HQYLURQPHQWDO� UHSRUWLQJ� DQG� OD\V� GRZQ� D� VHULRXV� FKDOOHQJH� WR� UHVHDUFKHUV�� DFFRXQWLQJ�SUDFWLWLRQHUV� DQG� FRQVXOWDQWV� HQJDJHG� LQ� &65�� 7KH� ILQDO� VHFWLRQ� ������� RIIHUV� D� SHUVRQDO�HQWUHDW\�IRU�DFFRXQWLQJ�UHVHDUFKHUV�DQG�SUDFWLWLRQHUV�WR�VWD\�ZLWK�µWKH�ELJ�SLFWXUH¶�LQ�WHUPV�RI�WKH� RYHUDUFKLQJ�� RPQLVFLHQW� VWUXJJOH� EHWZHHQ� HFRQRPLF� GHYHORSPHQW� RQ� WKH� RQH� KDQG� DQG�KXPDQ��VRFLDO�DQG�HFRORJLFDO�MXVWLFH�RQ�WKH�RWKHU�
���� .H\�ILQGLQJV�IURP�FURVV�VHFWLRQDO�DQDO\VLV7KH� NH\� ILQGLQJV� RI� WKH� FURVV�VHFWLRQDO� DQDO\VLV� SDUW� RI� WKH� VWXG\� DUH� VXPPDULVHG� EHORZ��7KHVH� ILQGLQJV� DUH� SUHVHQWHG� LQ� UHODWLRQ� WR� WKH� YDULRXV� K\SRWKHVLVHG� DVVRFLDWLRQV� EHWZHHQ�YDULDWLRQV� LQ� WKH� YROXPH� RI� &('� DQG� YDULDWLRQV� LQ� RWKHU�� H[SODQDWRU\� YDULDEOHV� �RU�� PRUH�FRUUHFWO\�� DVVXPHG� SUR[LHV� IRU� WKHVH� YDULDEOHV�� XQGHU� ($7�� 067� DQG� 2/7�� UHVSHFWLYHO\��7KHVH�ILQGLQJV�DUH�VXEMHFW�WR�WKH�OLPLWDWLRQV�VHW�GRZQ�LQ�6HFWLRQ������EHORZ�
(FRQRPLF�DJHQF\�WKHRU\��($7�7KH�5RFKHVWHU�6FKRRO�EUDQG�RI�DJHQF\�WKHRU\ �7KRUQWRQ���������VHH�&KDSWHU����SUHGLFWV�WKDW�PDQDJHPHQW¶V� EHKDYLRXU� ZLOO� EH� PRWLYDWHG� E\� D� FRQFHUQ� WR� PLQLPL]H� DJHQF\� FRVWV� ZKLOH�PD[LPL]LQJ� WKHLU� RZQ� VHOI�LQWHUHVW� �&RUPLHU� DQG�0DJQDQ�� ������ )HOWRQ�� ������ -HQVHQ� DQG�0HFNOLQJ�� ������ 7KRUQWRQ�� ������:DWWV�� ������:DWWV� DQG�=LPPHUPDQ� ������ ������ �������7KLV�PRGHO�RI�PDQDJHULDO�EHKDYLRXU�ZDV�HPSOR\HG� WR�GHYHORS� WKH IROORZLQJ�VHW�RI� WHVWDEOH�K\SRWKHVHV�+�� 7KHUH�LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�SROLWLFDO�YLVLELOLW\ DQG�&('�+�� 7KHUH� LV� D� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ� LQGXVWU\� HQYLURQPHQWDO� VHQVLWLYLW\ DQG�&('�
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+�� 7KHUH� LV� D� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ� FRQWUDFWLQJ DQG� PRQLWRULQJ� FRVWV DQG�&('�)RU� WKHVH� SXUSRVHV�� IRXU� VXUURJDWHV� ZHUH� HPSOR\HG� DV� SUR[LHV� IRU� WKH� ILUP� FKDUDFWHULVWLF�SROLWLFDO� YLVLELOLW\�� L�H�� WRWDO� DVVHWV�� WKH� QXPEHU� RI� HPSOR\HHV�� FDSLWDO� HPSOR\HG�� DQG�SURILWV��(%,7��� 7KH� ILUP� FKDUDFWHULVWLF� LQGXVWU\ HQYLURQPHQWDO� VHQVLWLYLW\ ZDV� UHODWHG� WR� WKH�VHQVLWLYLW\� RI� DQ� LQGXVWU\¶V� DFWLYLWLHV� WR� WKH� QDWXUDO� HQYLURQPHQW� EDVHG� RQ� D� SULRULDVVXPSWLRQV� DV� WR� WKH� HQYLURQPHQWDO� VHQVLWLYLW\�RI� WKH� HLJKW� LQGXVWU\� VHFWRUV�FKRVHQ� IRU� WKH�VWXG\��VHH�&KDSWHU����6HFWLRQ���������7KH�WKLUG�ILUP�FKDUDFWHULVWLF�FRQWUDFWLQJ�DQG�PRQLWRULQJ�FRVWV ZDV�PHDVXUHG�E\�WZR�NH\�PDUNHW�YDULDEOHV��ILQDQFLDO� OHYHUDJH XVLQJ�WKH�WZR�UDWLRV��L��ORQJ�WHUP�GHEW�WR�WRWDO�DVVHWV�DQG��LL��ORQJ�WHUP�GHEW�WR�HTXLW\��DQG�GLYLGHQG�FRYHU XVLQJ�WKH�UDWLR� RI� GLYLGHQGV� WR� XQUHVWULFWHG� UHWDLQHG� HDUQLQJV�� )RU� HDFK� K\SRWKHVLV�� VWDWLVWLFDO�UHJUHVVLRQV� ZHUH� SHUIRUPHG� WR� WHVW� IRU� DQ� DVVRFLDWLRQ� EHWZHHQ� WKH� UHVSHFWLYH� �SUR[\� IRU��H[SODQDWRU\�YDULDEOH�DQG�&('�IRU�HDFK�RI�WKH�VHYHQ�\HDUV�RI�WKH�VWXG\��7KH�UHVXOWV�UHSRUWHG�LQ�&KDSWHU���DUH�FRQVLVWHQW�ZLWK�WKH�SUHGLFWLRQV�RI�($7�LQ�UHODWLRQ�WR�SROLWLFDO�YLVLELOLW\ �+���DQG�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\ �+����7KHVH�UHVXOWV� UHTXLUH� WKDW� WKH�QXOO�K\SRWKHVHV�XQGHU�+��DQG�+��EH�UHMHFWHG��1RWDEO\��LQ�FRQWUDVW�WR�WKH�ILQGLQJV�RI�*UD\�HW�DO����������ZKR�KLJKOLJKW�WKH�DEVHQFH�RI�D�VWDEOH� UHODWLRQVKLS�EHWZHHQ�&65�DQG�SROLWLFDO�YLVLELOLW\� IRU�8.�FRPSDQLHV�RYHU�D� VLPLODU�SHULRG�� WKH� UHVXOWV�RI� WKH�SUHVHQW� VWXG\�VXJJHVW� WKH�SUHVHQFH�RI�D�PXFK�PRUH�VWDEOH�UHODWLRQVKLS�LQ�WKH�VSHFLILF�FRQWH[W�RI�&('�IRU�PDLQODQG�(XURSHDQ�FRPSDQLHV��&KDSWHU����7DEOH�������)XUWKHUPRUH��WKH�YDULDEOHV�LQGXVWU\�VHFWRU DQG�FRXQWU\ ZHUH�ERWK�VKRZQ�WR�EH�VWDWLVWLFDOO\� VLJQLILFDQW� �DW� WKH� �� SHU� FHQW� OHYHO�� LQ� WHUPV� RI� H[SODLQLQJ� YDULDWLRQV� LQ� &('�WKURXJKRXW WKH�SHULRG�RI� WKH�VWXG\��&KDSWHU����7DEOH�������7KH�ODWWHU�ILQGLQJ�ZDV�UHLQIRUFHG�E\� WHVWV� XQGHU�+�� �&KDSWHU� ��� 7DEOH� �����ZKLFK� VKRZHG� WKDW� IRU� DOO� VHYHQ� \HDUV� FRPSDQLHV�RSHUDWLQJ� LQ� HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV�GLVFORVHG�PRUH� HQYLURQPHQWDO� LQIRUPDWLRQ�WKDQ� FRPSDQLHV� RSHUDWLQJ� LQ� OHVV� HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV�� ,Q� RWKHU� ZRUGV�� WKH�H[WHQW� WR� ZKLFK� D� FRPSDQ\¶V� RSHUDWLRQV� LPSDFW� RQ� WKH� QDWXUDO� HQYLURQPHQW� LV� SRVLWLYHO\�DVVRFLDWHG�ZLWK�WKH�DPRXQW�RI�&('�WKURXJKRXW� WKH�SHULRG�RI� WKH�VWXG\��+RZHYHU��UHVXOWV�RI�WHVWV� XQGHU� +�� LQ� UHODWLRQ� WR� WKH� FRQWUDFWLQJ� DQG� PRQLWRULQJ� FRVWV DUJXPHQW� ZHUH� QRW�FRQVLVWHQW� ZLWK� WKH� SUHGLFWLRQV� XQGHU� ($7�� 0RUHRYHU�� WKH� GLUHFWLRQ� RI� DVVRFLDWLRQ� ZDV�RSSRVLWH� WR� WKDW�SUHGLFWHG� IRU�D�QXPEHU�RI�\HDUV��&('�EHLQJ�QHJDWLYHO\ DVVRFLDWHG�ZLWK� WKH�NH\�PDUNHW� YDULDEOHV� �&KDSWHU� ���7DEOH� ������7KXV�� WKH� QXOO� K\SRWKHVLV� XQGHU�+� FDQQRW�EH�UHMHFWHG�,Q�VXPPDU\��WKH�HPSLULFDO�UHVXOWV�XQGHU�($7��&KDSWHU����7DEOHV�����WR������SURYLGH�HYLGHQFH�WKDW� WKH� ILUP�FKDUDFWHULVWLFV�RI� LQGXVWU\� VHFWRU�� FRXQWU\� DQG�SROLWLFDO� YLVLELOLW\� DUH� UHODWHG� WR�&('�� ZKLOVW� ILUP� FKDUDFWHULVWLFV� DVVRFLDWHG� ZLWK� FRQWUDFWLQJ� DQG�PRQLWRULQJ� FRVWV� DUH� QRW��)XUWKHU� WHVWV� WR� DVVHVV� WKH� FRPELQHG� H[SODQDWRU\� SRZHU� RI� WKH� IRXU� SUR[LHV� IRU� SROLWLFDO�YLVLELOLW\�� ZKLOH FRQWUROOLQJ� IRU� ERWK� VL]H� DQG� LQGXVWU\� �&KDSWHU� ��� 7DEOH� ������ SURGXFHG�VWDWLVWLFDOO\�VLJQLILFDQW�UHVXOWV��DW�WKH���SHU�FHQW�OHYHO��IRU�DOO�\HDUV��WKH�DPRXQW�RI�YDULDELOLW\�LQ� GLVFORVXUH� H[SODLQHG� E\� WKHVH� FKDUDFWHULVWLFV� �L�H�� WKH� DGMXVWHG�5�VTXDUHG�YDOXHV�� UDQJLQJ�IURP� ����� ������� WR� ����� �������� ,Q� WHUPV� RI� WKH� UHODWLYH� LPSRUWDQFH� RI� WKH� ILUP�FKDUDFWHULVWLFV�LQFOXGHG�LQ�WKLV�PRGHOOHG�UHODWLRQVKLS��LQGXVWU\�VHFWRU�DQG�FRXQWU\�ZHUH�VKRZQ�WR�EH�PRUH VLJQLILFDQW� WKDQ�WKH�IRXU�SUR[LHV�IRU�SROLWLFDO�YLVLELOLW\��0RUHRYHU��LQ�VRPH�FDVHV�WKHVH�SUR[LHV�ZHUH�VKRZQ�WR�EH�QHJDWLYHO\�DVVRFLDWHG�ZLWK�&('��&KDSWHU����7DEOH�������7KHVH�UHVXOWV�VXJJHVW�WKH�QHHG�IRU�D�PRUH�GHWDLOHG�XQGHUVWDQGLQJ�RI�WKH�DVVRFLDWLRQ�EHWZHHQ�SROLWLFDO�
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YLVLELOLW\� DQG� &65�&('�� SDUWLFXODUO\� LQ� WHUPV� RI� VSHFLI\LQJ� WKH� LQWHUDFWLRQ� EHWZHHQ� WKH�GLIIHUHQW�HOHPHQWV�RI�SROLWLFDO�YLVLELOLW\�LQ�PRUH�FRPSOH[�PRGHOV��
0DQDJHULDO�VWDNHKROGHU�WKHRU\��067�7KH� PDQDJHULDO� �L�H�� RUJDQL]DWLRQ�FHQWUHG�� PRGHO� RI� VWDNHKROGHU� WKHRU\� �VHH� &KDSWHU� ���SUHGLFWV� WKDW� PDQDJHULDO� EHKDYLRXU� ZLOO� EH� PRWLYDWHG� E\� D� FRQFHUQ� WR� PDQDJH� WKH� ILUP¶V�YDULRXV�VWDNHKROGHU�JURXSV�LQ�DFFRUGDQFH�ZLWK�WKH�GHJUHH�WR�ZKLFK�WKHVH�GLIIHUHQW�JURXSV�DUH�SHUFHLYHG�WR�EH�DEOH�WR�KDUP�RU�EH�KDUPHG�LQ�WKH�ILUP¶V�SXUVXLW�RI�LWV�ORQJ�WHUP�VWUDWHJLF�JRDOV��$QVRII�� ������ )UHHPDQ�� ������ ������ ������ 3IHIIHU� DQG� 6DODQFLN�� ������ 6WXUGLYDQW�� ������7KRPVRQ�� ������ 8OOPDQQ�� ������ ������� 7KLV� JHQHUDO� PRGHO� ZDV� XVHG� WR� GHYHORS� WKH�IROORZLQJ�VHW�RI�WHVWDEOH�K\SRWKHVHV�+�� 0DQDJHPHQW�SHUFHLYHV�VRPH�VWDNHKROGHU�JURXSV WR�EH�PRUH�LPSRUWDQW WKDQ�RWKHUV�+�� 7KHUH�LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�VWDNHKROGHU�LPSRUWDQFH DQG�&('�+�� 7KHUH�LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�WKH�H[WHQW�RI�VHQLRU�PDQDJHPHQW¶V�GLUHFW�LQYROYHPHQW�LQ�IRUPXODWLQJ�WKH�ILUP¶V�HQYLURQPHQWDO�SROLF\ DQG�&('�+\SRWKHVLV�+� WHVWV�LQWUD�ILUP VWDNHKROGHU�LPSRUWDQFH��L�H��ZKHWKHU�WKH�UHODWLYH�LPSRUWDQFH�RI�VWDNHKROGHU� JURXSV� GLIIHUV� VLJQLILFDQWO\� IURP� RQH� JURXS� WR� DQRWKHU��� 5HVXOWV� UHSRUWHG� LQ�&KDSWHU���VKRZHG�VKDUHKROGHUV��HPSOR\HHV��FXVWRPHUV�DQG�FRQVXPHUV�DQG�SXEOLF�DXWKRULWLHV��UHVSHFWLYHO\��WR�EH�WKH�PRVW�LPSRUWDQW�VWDNHKROGHU�JURXSV�LQ�WHUPV�RI�WKH�ILUP¶V�EXVLQHVV�DV�D�ZKROH� �&KDSWHU� ��� 7DEOH� ������ ,Q� FRQWUDVW�� WKH� OHDVW� LPSRUWDQW� VWDNHKROGHU� JURXSV� ZHUH��UHVSHFWLYHO\�� HQYLURQPHQWDO� RUJDQL]DWLRQV�� QRQ�SDUWLFLSDWRU\� RZQHUV�OHQGHUV�� DQG� RWKHU�SUHVVXUH� JURXSV� DQG� 1*2V�� $� VWDWLVWLFDOO\� VLJQLILFDQW� GLIIHUHQFH� ZDV� IRXQG� EHWZHHQ� WKH�SHUFHLYHG�LPSRUWDQFH�RI�VWDNHKROGHU�JURXSV��&KDSWHU����7DEOH�������5HVXOWV�LQ�UHODWLRQ�WR��L��ILUPV¶�GLUHFW�HQJDJHPHQW�ZLWK�VWDNHKROGHUV��&KDSWHU����7DEOH������DQG��LL��WKH�H[WHQW�WR�ZKLFK�WKHLU� FRPPXQLFDWLRQ� RI� HQYLURQPHQWDO� LQIRUPDWLRQ� ZDV� DLPHG� DW� PHHWLQJ� WKH� QHHGV� RI�VWDNHKROGHUV� �&KDSWHU� ��� 7DEOH� ������ SURYLGHG� FRUURERUDWLYH� HYLGHQFH� LQ� VXSSRUW� RI� WKH�ILQGLQJ� WKDW� PDQDJHPHQW� SHUFHLYHV� VWDNHKROGHU� JURXSV� GLIIHUHQWO\�� ,Q� SDUWLFXODU�� DQ�H[DPLQDWLRQ�RI�WKH�H[WHQW�WR�ZKLFK�D�ILUP¶V�HQYLURQPHQWDO�UHSRUWLQJ�ZDV�GLUHFWHG�DW�GLIIHUHQW�VWDNHKROGHU�JURXSV��&KDSWHU����7DEOH�������VKRZHG�WKDW�VXFK�UHSRUWLQJ�ZDV�GLUHFWHG�SULPDULO\�WRZDUGV� HPSOR\HHV�� SXEOLF� DXWKRULWLHV� DQG� LQWHUQDO� PDQDJHPHQW�� 2YHUDOO�� WKHVH� UHVXOWV�SURYLGH� VXSSRUW� IRU� WKH� K\SRWKHVLV� WKDW� VRPH� VWDNHKROGHU� JURXSV� DUH� SHUFHLYHG� E\�PDQDJHPHQW�DV�EHLQJ�UHODWLYHO\�PRUH�LPSRUWDQW�WKDQ�RWKHUV��7KXV��WKH�QXOO�K\SRWKHVLV�XQGHU�+� LV�UHMHFWHG��7HVWV�RI�DVVRFLDWLRQ�EHWZHHQ�VWDNHKROGHU�LPSRUWDQFH IRU�VWDNHKROGHU�JURXSV�DV�D�ZKROH�DQG�&('��&KDSWHU����7DEOH�������ZHUH�FRQVLVWHQW�ZLWK�WKH�DOWHUQDWLYH�K\SRWKHVLV�DQG�WKXV� WKH� QXOO� K\SRWKHVLV� XQGHU�+�� LV� UHMHFWHG�� 7KHVH� UHVXOWV� VXJJHVW� WKDW� D� QRW� LQVLJQLILFDQW�SURSRUWLRQ� RI� WKH� YDULDELOLW\� LQ� &('� DFURVV� ILUPV� PD\� EH� H[SODLQHG� E\� VWDNHKROGHU�LPSRUWDQFH�� 5HVXOWV� LQ� UHODWLRQ� WR� WHVWV� RI� DVVRFLDWLRQ� EHWZHHQ� VWDNHKROGHU� LPSRUWDQFH� IRU�LQGLYLGXDO� VWDNHKROGHU� JURXSV DQG� &('� ZHUH� FRQVLVWHQW� ZLWK� WKH� SUHGLFWLRQ� LQ� WHUPV� RI� D�SRVLWLYH�FRUUHODWLRQ�LQ�HDFK�FDVH��DOWKRXJK�WKH�VWUHQJWK�RI�WKH�FRUUHODWLRQ�YDULHG�ZLGHO\�IURP�RQH� JURXS� WR� DQRWKHU� �&KDSWHU� ��� 7DEOH� ������� )XUWKHU� DQDO\VLV� VXJJHVWV� WKDW� WKH� VSHFLILF�LQIOXHQFH� RI� LQGLYLGXDO VWDNHKROGHU� JURXS� LPSRUWDQFH� RQ� &('� LV� ZHDNHU� WKDQ� D� JHQHUDOVWDNHKROGHU�LPSRUWDQFH�HIIHFW��7KHVH�ILQGLQJV�VXJJHVW�WKDW��LQ�WKH�FRQWH[W�RI�H[SODLQLQJ�&('��LQWUD�ILUP� VWDNHKROGHU� LPSRUWDQFH� �L�H�� GLIIHUHQFHV� LQ� WKH� UHODWLYH� LPSRUWDQFH�RI� VWDNHKROGHU�JURXSV� ZLWKLQ� ILUPV�� PD\� QRW� EH� VR� LPSRUWDQW� DV LQWHU�ILUP� VWDNHKROGHU� LPSRUWDQFH� �L�H��GLIIHUHQFHV�LQ�WKH�SHUFHLYHG�LPSRUWDQFH�RI�VWDNHKROGHUV�DV�D�ZKROH�DFURVV�ILUPV���7HVWV�XQGHU�
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+� LQ� UHODWLRQ� WR� WKH� SUHGLFWHG� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ� &('� DQG� WKH� H[WHQW� RI� WRS�PDQDJHPHQW¶V� LQYROYHPHQW� LQ� WKH� IRUPXODWLRQ� RI� WKH� ILUP¶V� HQYLURQPHQWDO� SROLF\�ZHUH�QRW�VWDWLVWLFDOO\� VLJQLILFDQW� DOWKRXJK� WKH� GLUHFWLRQ� RI� DVVRFLDWLRQ� ZDV� DV� SUHGLFWHG� �&KDSWHU� ���7DEOH��������7KXV��WKH�QXOO�K\SRWKHVLV�XQGHU�+� FDQQRW�EH�UHMHFWHG��:KLOVW�WRS�PDQDJHPHQW�LV�OLNHO\�WR�EH�LQYROYHG�LQ�IRUPXODWLQJ�D�ILUP¶V�HQYLURQPHQWDO�SROLF\��WKHVH�UHVXOWV�VXJJHVW�WKDW�VXFK�LQYROYHPHQW�GRHV�QRW�QHFHVVDULO\�LQIOXHQFH�WKH�ILUP¶V�HQYLURQPHQWDO�GLVFORVXUH�VWUDWHJ\�,Q� VXPPDU\�� WKH� HPSLULFDO� UHVXOWV� XQGHU�067� SURYLGH� HYLGHQFH� WR� VXSSRUW� K\SRWKHVHV� WKDW�PDQDJHPHQW� SHUFHLYHV� VWDNHKROGHU� JURXSV� GLIIHUHQWO\� �+��� DQG� WKDW� &('� LV LQIOXHQFHG� E\�PDQDJHPHQW¶V� SHUFHSWLRQV� RI� VWDNHKROGHU� LPSRUWDQFH� �+���� +RZHYHU�� WKH� UHVXOWV� SURYLGHG�RQO\�ZHDN�HYLGHQFH�WR�VXSSRUW�WKH�VXJJHVWLRQ�WKDW�WKH�IRUPHU�LQIOXHQFHV�WKH�ODWWHU��$OWKRXJK�WKHUH�DUH�VLJQLILFDQW�LQWUD�ILUP�GLIIHUHQFHV�LQ�VHYHUDO�DVSHFWV�RI�VWDNHKROGHU�LPSRUWDQFH��LW�LV�PDQDJHPHQW¶V� SHUFHSWLRQ� RI� VWDNHKROGHU� LPSRUWDQFH�DV� D� ZKROH ZKLFK� DSSHDUV� WR� KDYH� D�PXFK�JUHDWHU�LQIOXHQFH�RQ�&('�DV�FRPSDUHG�WR WKHLU�SHUFHSWLRQV�RI�WKH�UHODWLYH�LPSRUWDQFH�RI�LQGLYLGXDO VWDNHKROGHU�JURXSV��)XUWKHU�UHVHDUFK�LV�QHHGHG�WR�H[SORUH�PRUH�IXOO\�ZKDW�LV�JRLQJ�RQ�KHUH��2QH�SRVVLEOH�LQWHUSUHWDWLRQ�LV�WKDW��LQ�WHUPV�RI�D�ILUP¶V�FRQVWUXFWLYH�PDQDJHPHQW�RI�HQYLURQPHQWDO�LVVXHV��DQQXDO��VRFLDO�DQG�HQYLURQPHQW�UHSRUWV�DUH�QRW SDUWLFXODUO\�VHQVLWLYH�WR�WKH� ZDQWV�� QHHGV� RU� FRQFHUQV� RI� LQGLYLGXDO VWDNHKROGHU� JURXSV� EXW� DUH VHQVLWLYH� WR�PDQDJHPHQW¶V� JHQHUDO� SHUFHSWLRQ� RI� VWDNHKROGHU� LPSRUWDQFH�� ,Q� RWKHU�ZRUGV�� ILUPV� DUH� QRW�XVLQJ� FRUSRUDWH� DQQXDO�� VRFLDO� DQG� HQYLURQPHQW� UHSRUWV� WR� GLDORJXH� ZLWK� LQGLYLGXDO�VWDNHKROGHU�JURXSV�EXW� DV�YHKLFOHV� IRU�D�PRUH�EURDG�EUXVK�FRPPXQLFDWLRQV� VWUDWHJ\� IRU� WKH�PDQDJHPHQW� RI� VWDNHKROGHU� UHODWLRQV�� ,W� FRXOG� EH� FRQMHFWXUHG�� IRU� H[DPSOH�� WKDW� VRFLR�SROLWLFDO� SUHVVXUHV� IURP� VSHFLILF VWDNHKROGHU� JURXSV� DUH� UHVSRQGHG� WR� WKURXJK� RWKHU�� PRUH�HIIHFWLYH�FKDQQHOV�RI�FRPPXQLFDWLRQ�VXFK�DV�UHJLRQDO�RU�VLWH�EDVHG�HQYLURQPHQW�UHSRUWV�DQG�UHJLRQDO�RU�ORFDO�VRFLDO�DQG�HPSOR\HH�UHSRUWV��)XUWKHU�UHVHDUFK�LQWR�WKH�SURFHVVHV XQGHUO\LQJ�WKH� SURGXFWLRQ� DQG� GLVVHPLQDWLRQ� RI� HQYLURQPHQWDO� LQIRUPDWLRQ� WKURXJK� FRUSRUDWH� VWDQG�DORQH�HQYLURQPHQW�UHSRUWV��VHH��IRU�H[DPSOH��5RYLUD��������PD\�KHOS�WR�VKHG�IXUWKHU�OLJKW�RQ�WKLV�SDUWLFXODU�DVSHFW�RI�&65�
2UJDQL]DWLRQDO�OHJLWLPDF\�WKHRU\ �2/7�7KH�RUJDQL]DWLRQDO� �L�H��ERXUJHRLV��PRGHO�RI� OHJLWLPDF\� WKHRU\��VHH�&KDSWHU����SUHGLFWV� WKDW�PDQDJHULDO� EHKDYLRXU� ZLOO� EH� PRWLYDWHG� E\� D� FRQFHUQ� WR� PDQDJH� WKH� RUJDQL]DWLRQ¶V� VRFLDO�OHJLWLPDF\�LQ�UHVSRQVH�WR�DQ\�SHUFHLYHG�FKDQJH�LQ�WKH�YDOXHV��QRUPV� FXVWRPV�DQG�DWWLWXGHV�RI�WKH�ZLGHU� VRFLHW\�ZLWKLQ�ZKLFK� D� EXVLQHVV�RUJDQL]DWLRQ�RSHUDWHV� �%RXOGLQJ�� ������'RZOLQJ�DQG� 3IHLIIHU�� ������ /LQGEORP�� ������ 2¶'RQRYDQ�� ������ 3DUVRQV�� ������ ������ 3IHIIHU� DQG�6DODQFLN�� ������� 7KLV� JHQHUDO� PRGHO� ZDV� XVHG� WR� GHYHORS WKH� IROORZLQJ� VHW� RI� WHVWDEOH�K\SRWKHVHV�+�D� 7KHUH�LV�D�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�SROLWLFDO�YLVLELOLW\ DQG�&('�+�E� 7KHUH� LV� D� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ� LQGXVWU\� HQYLURQPHQWDO� VHQVLWLYLW\ DQG�&('�+�F� 7KH�SROLWLFDO�YLVLELOLW\�GLVFORVXUH�DVVRFLDWLRQ�LV�VWURQJHU LQ�WKH�FDVH�RI�FRPSDQLHV�RSHUDWLQJ� LQ� HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV� FRPSDUHG� WR� WKRVH�RSHUDWLQJ� LQ�OHVV�HQYLURQPHQWDOO\�VHQVLWLYH�LQGXVWULHV�+�D� 7KHUH� LV� D� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ� VRFLDO� SUHVVXUH� IURP� HQYLURQPHQWDO�JURXSV�DQG�&('�+�D� 7KHUH�LV�D�QHJDWLYH�DVVRFLDWLRQ�EHWZHHQ�HQYLURQPHQWDO�SHUIRUPDQFH DQG�&('�
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+�G���E���E� &('�ZLOO� IRUP�SDUW�RI�D�FRUSRUDWLRQ¶V�SXEOLF� UHODWLRQV�PDFKLQHU\�DLPHG�DW�LQIOXHQFLQJ� VRFLHW\¶V� SHUFHSWLRQV� E\� ELDVLQJ� GLVFORVXUHV� DZD\� IURP�LQIRUPDWLRQ� ZKLFK SUHVHQWV� WKH� ILUP� DV� DFWLQJ� LUUHVSRQVLEO\� LQ� UHODWLRQ� WR�HQYLURQPHQW�LVVXHV�$V�ZLWK�($7��IRXU�VXUURJDWHV�ZHUH�HPSOR\HG�DV�SUR[LHV�IRU� WKH�ILUP�FKDUDFWHULVWLF�SROLWLFDO�YLVLELOLW\��L�H��WRWDO�DVVHWV��WKH�QXPEHU�RI�HPSOR\HHV��FDSLWDO�HPSOR\HG��DQG�SURILWV��(%,7���$�PHDVXUH�IRU�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\ ZDV�DOVR�REWDLQHG�EDVHG�RQ�ILHOG�UHVHDUFK�LQWR�WKH�UHODWLYH�LPSDFW�ZKLFK�HQYLURQPHQWDO�QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQV��(1*2V��SHUFHLYH�HDFK� RI� WKH� HLJKW� LQGXVWU\� VHFWRUV� KDV� RQ� WKH� HQYLURQPHQW�� 6RFLR�SROLWLFDO� LQIOXHQFHV�DVVRFLDWHG�ZLWK VRFLDO�SUHVVXUH�IURP�HQYLURQPHQWDO�JURXSV ZHUH�PHDVXUHG�E\�ILHOG�UHVHDUFK�LQWR� WKH�H[WHQW�RI�FDPSDLJQV�E\�(1*2V��6LPLODUO\��D�SUR[\�IRU�HQYLURQPHQWDO�SHUIRUPDQFHZDV� GHULYHG� IURP� HQYLURQPHQWDO� SHUIRUPDQFH� �HFR��UDWLQJV SURYLGHG� E\� (1*2V�� (1*2V�ZHUH�SUHVHQWHG�DV�D�NH\�LQWHUHVW�JURXS��RU�µUHOHYDQW�SXEOLF¶��ZKLFK�ERWK�UHIOHFW�DQG�LQIOXHQFH�WKH� QRUPV�� YDOXHV�� FXVWRPV� DQG� DWWLWXGHV� RI� D� VRFLHW\� LQ� UHODWLRQ� WR� HQYLURQPHQWDO� LVVXHV��8QGHU� 2/7�� (1*2V� DUH� QRW� YLHZHG� DV� µVWDNHKROGHUV¶� LQ� WKH� ILUP� EXW� DV� µVWDNHKROGHUV¶� LQ�VRFLHW\�DV�D�ZKROH��7KXV��HYHQ�WKRXJK�WKH�H[SUHVVHG�YLHZV�RI�EXVLQHVV�RUJDQL]DWLRQV�VXJJHVW�WKDW�(1*2V�DUH�QRW�YHU\�LPSRUWDQW�WR�WKH�ILUP��&KDSWHU����7DEOHV�����DQG�������VXFK�JURXSV�PD\�QHYHUWKHOHVV� LQIOXHQFH�PDQDJHULDO�EHKDYLRXU� LQ� UHODWLRQ� WR� LWV�GLVFORVXUH�VWUDWHJ\�LQ�WKH�FRQWH[W�RI�D�SUHGRPLQDQWO\�ERXUJHRLV�SHUVSHFWLYH�RI�WKH�EXVLQHVV�VRFLHW\�UHODWLRQVKLS�$OWKRXJK�WKH�SROLWLFDO�YLVLELOLW\�DUJXPHQW�XQGHU�2/7��+�D��GLIIHUV�IURP�WKDW�XQGHU�($7� �VHH�&KDSWHU����6HFWLRQ�����DQG�&KDSWHU����6HFWLRQ���������WKH�WHVWV�RI�DVVRFLDWLRQ�EHWZHHQ�SROLWLFDO�YLVLELOLW\� DQG� &('� DUH� WKH� VDPH� XQGHU� ERWK� WKHRULHV�� 7KXV�� WKH� ILQGLQJV� RI� D� VWDWLVWLFDOO\�VLJQLILFDQW�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�WKH�IRXU�SUR[LHV�IRU�SROLWLFDO�YLVLELOLW\�DQG�&('�DUH�DOVR� FRQVLVWHQW� ZLWK� WKH� SUHGLFWLRQV� XQGHU� +�D�� 7KH� QXOO� K\SRWKHVLV� XQGHU� +�D� LV� WKHUHIRUH�UHMHFWHG��6LPLODUO\�� LW� LV�DOVR�SRVVLEOH�WR�DSSO\�WKH�VDPH�WHVW�RI�DVVRFLDWLRQ�EHWZHHQ�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\ DQG�&('�XQGHU�ERWK�($7�DQG�2/7��+RZHYHU��2/7¶V�HPSKDVLV�RQ�WKH�µUHOHYDQW�SXEOLFV¶�SURYLGHG�WKH�RSSRUWXQLW\�WR�H[SORUH�RWKHU��VRFLR�SROLWLFDO�DVSHFWV�RI�WKH�LQGXVWU\� VHFWRU�GLVFORVXUH� UHODWLRQVKLS� E\� VROLFLWLQJ� WKH� YLHZV� RI� (1*2V� LQ� UHODWLRQ� WR�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\��%DVHG�RQ�ILHOG�UHVHDUFK��WKH�FKHPLFDOV�VHFWRU�ZDV�IRXQG�WR�EH�SHUFHLYHG�E\�(XURSHDQ�(1*2V�DV�KDYLQJ�WKH�PRVW�HQYLURQPHQWDO�LPSDFW�ZLWK�WKH�EDQNLQJ�DQG� LQVXUDQFH� VHFWRU� SHUFHLYHG� DV� KDYLQJ� WKH� OHDVW� HQYLURQPHQWDO� LPSDFW� �&KDSWHU� ���7DEOH��������7KH�UHVXOWV�RI�WHVWV�RI�DVVRFLDWLRQ�EHWZHHQ�&('�DQG�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\��EDVHG� RQ� WKH� UHVSRQVHV� RI� (1*2V�� SURYLGHG� HYLGHQFH� RI� D� VWDWLVWLFDOO\� VLJQLILFDQW� SRVLWLYH�DVVRFLDWLRQ�IRU�VL[�\HDUV�RXW�RI�VHYHQ�ZLWK�WKH�GLUHFWLRQ�RI�DVVRFLDWLRQ�EHLQJ�DV�SUHGLFWHG�IRU�DOO�VHYHQ�\HDUV��&KDSWHU����7DEOH��������7KXV��WKH�QXOO�K\SRWKHVLV�XQGHU�+�E LV�UHMHFWHG��7KHVH�UHVXOWV� DUH� SDUWLFXODUO\� LQVWUXFWLYH� VLQFH� WKH\� VXJJHVW� D� EHWWHU� XQGHUVWDQGLQJ� RI� WKH� LQGXVWU\�VHFWRU�GLVFORVXUH� UHODWLRQVKLS� PLJKW� EH� UHYHDOHG� WKURXJK� H[SORULQJ� WKH� SHUFHSWLRQV� RI�µUHOHYDQW�SXEOLFV¶�UDWKHU�WKDQ�UHO\LQJ�RQ�D�VLPSOH�ELQRPLDO��D�SULRUL FODVVLILFDWLRQ�RI�LQGXVWU\�VHFWRUV�� 7KH� LQGXVWU\�VL]H�GLVFORVXUH� UHODWLRQVKLS�ZDV� DOVR� H[DPLQHG� XQGHU�2/7� E\� WHVWLQJ�WKH�K\SRWKHVLV� WKDW� WKLV� UHODWLRQVKLS� LV�PXFK PRUH� VHQVLWLYH� LQ� WKH�FDVH�RI�HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWU\�VHFWRUV� WKDQ� LW� LV� IRU� OHVV�HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWU\�VHFWRUV� �+�F���3XW�VLPSO\��+�F DVVHUWV�WKDW�VL]H�LV�D�PRUH�LPSRUWDQW�PRGHUDWRU�RI�&('�IRU�HQYLURQPHQWDOO\�VHQVLWLYH� FRPSDQLHV� WKDQ� IRU� OHVV� HQYLURQPHQWDOO\�VHQVLWLYH� FRPSDQLHV�� 7KH� UHVXOWV� DV�UHSRUWHG�LQ�WKLV�VWXG\��&KDSWHU����7DEOH�������GLG�QRW�VXSSRUW�WKH�DOWHUQDWLYH�K\SRWKHVLV�DQG�WKXV�WKH�QXOO�K\SRWKHVLV�XQGHU�+�F FDQQRW�EH�UHMHFWHG��*LYHQ�WKDW�WKHVH�UHVXOWV�FRQWUDGLFW�WKRVH�
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RI� SUHYLRXV� VWXGLHV� �'HHJDQ� DQG� *RUGRQ�� ������ *UD\� HW� DO��� ������ +DFNVWRQ� DQG� 0LOQH���������HYLGHQFH�LQ�VXSSRUW�RI�K\SRWKHVLV�+�F UHPDLQV�HTXLYRFDO��7KH�LQFRQVLVWHQF\�RI�UHVXOWV�RI�WKLV�DQG�SULRU�VWXGLHV�LQWR�WKH�LQGXVWU\�VL]H�GLVFORVXUH�UHODWLRQVKLS�VXJJHVWV�WKH�DEVHQFH�RI�D� XQLTXH� DQG�RU� VWDEOH� UHODWLRQVKLS�� 7KXV�� UHVHDUFKHUV� QHHG� WR� H[HUFLVH� JUHDWHU� FDUH� RYHU�FODLPV�DV�WR�WKH�FDXVH�DQG�QDWXUH�RI�WKLV�UHODWLRQVKLS�7HVWV�XQGHU�K\SRWKHVLV�+�D�ZHUH�SHUIRUPHG�XVLQJ�GDWD�JDWKHUHG�IURP�(1*2V�RQ�WKH�H[WHQW�WR�ZKLFK� WKHVH� JURXSV� FRQGXFWHG�HQYLURQPHQWDO� FDPSDLJQV DJDLQVW� WKH� VDPSOH� FRPSDQLHV�� $�UHYLHZ�RI� WKH�QDWXUH�RI� WKHVH�FDPSDLJQV�DQG�WKH�ZD\V�DQG�PHDQV�E\�ZKLFK�(1*2V�VHHN�WR�LQIOXHQFH� &('� �VHH� &KDSWHU� ��� 7DEOHV� ����� WR� ������ VXJJHVWV� WKDW� WKHVH� JURXSV� DUH� DFWLYH�UDWKHU� WKDQ�SDVVLYH�LQ�UHODWLRQ�WR�WKH�HQYLURQPHQWDO�GLVFORVXUH�DQG�SHUIRUPDQFH�DFWLYLWLHV�RI�ODUJH� EXVLQHVV� RUJDQL]DWLRQV�� +RZHYHU�� WHVWV� RI� DVVRFLDWLRQ� EHWZHHQ� VRFLDO� SUHVVXUH� RQ�FRPSDQLHV�IURP�HQYLURQPHQWDO�FDPSDLJQV�E\�(1*2V�DQG�&('��&KDSWHU����7DEOH�������GLG�QRW�VXSSRUW�WKH�DOWHUQDWLYH�K\SRWKHVLV��$OWKRXJK�WKH�GLUHFWLRQ�RI�DVVRFLDWLRQ�ZDV�DV�SUHGLFWHG��WKH�UHVXOWV�ZHUH�QRW�VWDWLVWLFDOO\�VLJQLILFDQW��DW�WKH�ILYH�SHU�FHQW�OHYHO���%DVHG�RQ�WKLV�HYLGHQFH��WKH�QXOO�K\SRWKHVLV�XQGHU�K\SRWKHVLV�+�D FDQQRW EH�UHMHFWHG��7KHVH�UHVXOWV�UHSUHVHQW�D�SDUWLDO�UHEXWWDO�RI�2/7��VXJJHVWLQJ�WKDW�VRFLDO�SUHVVXUHV�WKURXJK�WKH�FDPSDLJQ�DFWLYLWLHV�RI�(1*2V�GR� QRW LQIOXHQFH� FRUSRUDWH� EHKDYLRXU� LQ� UHODWLRQ� WR� GLVFORVXUH� SUDFWLFH� �DOWKRXJK� RI� FRXUVH�(1*2V� PD\� LQIOXHQFH� FRUSRUDWH� EHKDYLRXU� LQ� RWKHU� DVSHFWV� RI� WKH� EXVLQHVV�VRFLHW\�UHODWLRQVKLS� ± VHH�� IRU� H[DPSOH�� 1HZHOO�� ������� 7KH� UHVXOWV� DUH�� KRZHYHU�� FRQVLVWHQW� ZLWK�RWKHU�� QHZ�HPSLULFDO�HYLGHQFH� UHSRUWHG� LQ� WKLV� VWXG\� �&KDSWHU����7DEOHV�����DQG������ZKLFK�VKRZHG� (1*2V� DV� EHLQJ� XQLPSRUWDQW� WR� ODUJH� EXVLQHVVHV� RUJDQLVDWLRQV� UHODWLYH� WR� WKDW� RI�RWKHU�VHFWLRQV�RI�VRFLHW\��)XUWKHU� UHVHDUFK� LV� FOHDUO\� QHHGHG� WR� H[SORUH� ZKHWKHU� WKH� DFWLYLWLHV� RI� (1*2V� LQIOXHQFH�FRUSRUDWH�GLVFORVXUH�EHKDYLRXU��2QH�SRVVLEOH�LQWHUSUHWDWLRQ�RI�WKHVH�ILQGLQJV�LV�WKDW�RUGLQDULO\�PDQDJHPHQW� GRHV� QRW� IHHO� WKUHDWHQHG� E\� WKH� GD\�WR�GD\� FDPSDLJQ� DFWLYLWLHV� RI� (1*2V��5DWKHU��LW�PD\�UHTXLUH�VRPHWKLQJ�XQLTXH�RU�H[WUD�RUGLQDU\��VXFK�DV�WKH�([[RQ�9DOGH] GLVDVWHU�LQ�WKH�FDVH�RI�([[RQ�RU�WKH�%UHQW�6SDU GHEkFOH�LQ�WKH FDVH�RI�6KHOO��IRU�VXVWDLQHG��KLJK�SURILOH�FDPSDLJQV� WR� JDUQHU� VXIILFLHQW� SXEOLF� VXSSRUW�� WKURXJK� WKH� PDVV� PHGLD�� WR� EULQJ� DERXW�GLVFHUQLEOH� FKDQJH� LQ� PDQDJHULDO� GLVFORVXUH� EHKDYLRXU�� ,Q� RWKHU� ZRUGV�� LW� LV� SRVVLEOH� WKDW�EXVLQHVV� LV� LQVHQVLWLYH� WR� WKH� QRUPDO� GD\�WR�GD\� DFWLYLWLHV� RI� (1*2V�� EXW� LV VHQVLWLYH� WR�QHJDWLYH� LVVXHV� RU� HYHQWV� �VHH�� IRU� H[DPSOH��'HHJDQ� DQG�5DQNLQ�� ������2¶'RQRYDQ�� ������3DWWHQ�� ������ :DOGHQ� DQG� 6FKZDUW]�� ������ ZKLFK�� FRXSOHG� ZLWK� DFWLYH� FDPSDLJQLQJ� E\�1*2V�DQG�WKH�PDVV�PHGLD��EULQJV D�FRUSRUDWLRQ�RU�D�ZKROH�LQGXVWU\�LQWR�WKH�SXEOLF�VSRWOLJKW���,W� LV� DOVR� ZRUWK� QRWLQJ� WKDW�� VLQFH� WKH� PLG� WR� ODWH�����V�� XQGHU� D� µWKLUG� ZDYH¶� RI�HQYLURQPHQWDOLVP��%HQGHOO���������(1*2V�KDYH�SODFHG�PRUH�HPSKDVLV�RQ�PDUNHW�RULHQWDWHG�FDPSDLJQV� DQG� RQ� VHHNLQJ� SDUWQHUVKLSV� ZLWK� EXVLQHVV�� 6XFK� D� VKLIW� LQ� SROLF\�� LI� V\VWHPLF��ZRXOG� VXJJHVW� WKDW� (1*2V� KDYH� DFFHSWHG� D� PDUNHW�EDVHG� VROXWLRQ� WR� WKH� VXVWDLQDEOH�GHYHORSPHQW�GHEDWH��7KRXJK� LW�ZRXOG�EH�ZURQJ� WR� VXJJHVW� WKDW� DOO�(1*2V�KDYH�PRYHG� LQ�WKLV� GLUHFWLRQ�� WKHUH LV� FRQVLGHUDEOH� FDVH�VWXG\� HYLGHQFH� RI� (1*2V�ZRUNLQJ� LQ� SDUWQHUVKLS�ZLWK� EXVLQHVV� LQ� D� QXPEHU� RI� LQGXVWU\� VHFWRUV� LQFOXGLQJ� WKH� WLPEHU� WUDGH� �%HQGHOO� DQG�0XUSK\�� �������PLQLQJ� FRPSDQLHV� �$OL�� ������ DQG� ILVKHULHV� �:HLU�� ������� ,W� KDV� DOVR�EHHQ�VXJJHVWHG� WKDW� WKH� JURZWK� LQ� WKH� VL]H� RI� PDQ\� 1*2V�� SDUWLFXODUO\� GXULQJ� WKH� PLG�����V��PHDQW� WKDW� WKH� ULFKHU� 1*2V�� L�H�� WKRVH� ZLWK� VL]HDEOH� DVVHWV�� FRXOG� QRW� DIIRUG� WKH� ULVN� RI�OLWLJDWLRQ� XQGHUWDNHQ� E\� FRPSDQLHV� DJDLQVW� WKHLU� GLUHFW� DFWLRQV� �1HZHOO�� ������� 7KLV� IDFWRUPD\� DOVR� KDYH� SOD\HG� D� SDUW� LQ� WKH� GHFLVLRQ� RI� WKH� ODUJHVW� (1*2V�� VXFK� DV� )ULHQGV� RI� WKH�



6XPPDU\�DQG�FRQFOXVLRQV

���

(DUWK��*UHHQSHDFH��DQG�::)��WR�VKLIW�DZD\�IURP�FRQIURQWDWLRQV�WRZDUGV�PRUH�FROODERUDWLYH�IRUPV�RI�HQJDJHPHQW�ZLWK�ELJ�EXVLQHVV��VHH��IRU�H[DPSOH��0F&RUPLFN���������7KH�DSSDUHQW�FKDQJLQJ�QDWXUH�RI�EXVLQHVV�1*2�UHODWLRQVKLSV� LQ�ERWK�(XURSH�DQG�1RUWK�$PHULFD� WRZDUGV�µSDUWQHUV�IRU�VXVWDLQDELOLW\¶��(ONLQJWRQ��������(ONLQJWRQ�DQG�)HQQHOO��������VXJJHVWV�WKH�QHHG�IRU�PRUH�GHWDLOHG�LQYHVWLJDWLRQV�LQWR�WKH�QDWXUH�DQG�H[WHQW�RI�(1*2V¶�LQIOXHQFH�RQ�FRUSRUDWH�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUH�EHKDYLRXU�7KH� K\SRWKHVLV� WKDW� D� QHJDWLYH� DVVRFLDWLRQ� H[LVWV� EHWZHHQ�HQYLURQPHQWDO� SHUIRUPDQFH DQG�&('��+�D��LV�EDVHG�RQ�WKH�DVVHUWLRQ�XQGHU�2/7�WKDW�SRRU�HQYLURQPHQWDO�SHUIRUPHUV�DUH�OLNHO\WR�XVH�HQYLURQPHQWDO�GLVFORVXUH�DV�SDUW�RI�D�FRQFHUWHG�H[HUFLVH�LQ� OHJLWLPDWLRQ��$�SUR[\�IRU�VRFLHW\¶V� SHUFHSWLRQ� RI� HQYLURQPHQWDO� SHUIRUPDQFH� ZDV� REWDLQHG� IURP� (1*2V� ZKR� ZHUH�DVNHG� WR� HYDOXDWH� HDFK� FRPSDQ\¶V� HQYLURQPHQWDO� UHSXWDWLRQ� �³HFR�UDWLQJ´�� EDVHG� RQ� WKHLU�NQRZOHGJH�RI�WKH�FRPSDQ\�DQG�LWV�DFWLYLWLHV��)LHOG�EDVHG�UHVXOWV��VHH�&KDSWHU����7DEOH�������VXJJHVW�WKDW�LW�LV�WKH�HQYLURQPHQWDOO\�VHQVLWLYH�VHFWRUV��SDUWLFXODUO\�FKHPLFDOV��ZKLFK�KDYH�WKH�ZRUVW� UHSXWDWLRQ�� +RZHYHU�� JHQHUDOO\� PHDJUH� UDWLQJV� ZHUH� DZDUGHG� IRU� DOO� HLJKW� LQGXVWU\�VHFWRUV�� VXJJHVWLQJ� WKDW�(1*2V�KDYH� D� UHODWLYHO\� SRRU� RSLQLRQ� RI� WKH� FRUSRUDWH� VHFWRU� DV� D�ZKROH� LQ� UHODWLRQ� WR� HQYLURQPHQWDO� SHUIRUPDQFH� LVVXHV��7HVW� UHVXOWV�SUHVHQWHG� LQ� WKLV� WKHVLV��VHH� &KDSWHU� ��� 7DEOHV� ����� DQG� ������ VXSSRUW� WKH� DOWHUQDWLYH� K\SRWKHVLV� DQG� WKXV� WKH� QXOO�K\SRWKHVLV�XQGHU�+�D LV�UHMHFWHG��7KH� ILQDO� K\SRWKHVLV� WHVWHG� XQGHU� 2/7� �+�G�� +�E�� +�E�� DVVHUWV� WKDW� &('�ZLOO� EH� ELDVHG� LQ�IDYRXU�RI�WKH�FRPSDQ\�DV�SDUW�RI�D�FRUSRUDWLRQ¶V�OHJLWLPDWLRQ�VWUDWHJ\�DLPHG�DW�PDQLSXODWLQJ�VRFLHW\¶V� SHUFHSWLRQV�� 7KH� GLVFORVXUH� RI� µEDG¶� QHZV� ZDV� VKRZQ� WR� EH� GLPLQXWLYH� LQ�FRPSDULVRQ� WR� µJRRG�QHXWUDO¶� QHZV� WKURXJKRXW� WKH� SHULRG� RI� WKH� VWXG\� �&KDSWHU� ��� 7DEOH��������ZLWK�D�VWDWLVWLFDOO\�VLJQLILFDQW�GLIIHUHQFH�EHWZHHQ�µEDG¶�&('�DQG�µJRRG�QHXWUDO¶�&('�LQ� HDFK� RI� WKH� VHYHQ� \HDUV� �&KDSWHU� ���7DEOH��������7KHVH� UHVXOWV� VXJJHVW� WKDW�PDQDJHPHQW�ZDV� ELDVHG� LQ� LWV� UHSRUWLQJ� RI� HQYLURQPHQWDO� LVVXHV�� DYRLGLQJ� DOPRVW� H[FOXVLYHO\� WKH�GLVFORVXUH� RI� LQIRUPDWLRQ� WKDW� SUHVHQWHG� WKH� RUJDQL]DWLRQ� LQ� DQ� XQIDYRXUDEOH� OLJKW��� 7KH�HYLGHQFH� UHSRUWHG� KHUH� VXSSRUWV� WKH� DOWHUQDWLYH� K\SRWKHVLV� XQGHU� 2/7� �+�G�� +�E�� +�E�� DQG�WKXV� WKH� QXOO� K\SRWKHVLV� LV� UHMHFWHG�� 7KHVH� UHVXOWV� DUH� FRQVLVWHQW�ZLWK� SULRU� &65� HPSLULFDO�VWXGLHV� ZKLFK� KDYH� IRXQG� D� VWURQJ� WHQGHQF\� DPRQJVW� FRUSRUDWH� PDQDJHPHQW� WRZDUGV� WKH�VHOHFWLYH� XVH� RI� IDYRXUDEOH� UDWKHU� WKDQ� XQIDYRXUDEOH� &65� LQ� FRUSRUDWH� UHSRUWV� �VHH�� IRU�H[DPSOH��%URZQ�DQG�'HHJDQ��������'HHJDQ�DQG�*RUGRQ��������.QRRSV�DQG�3XSSLQJ��������2¶'Z\HU�DQG�*UD\��������5REHUWV��&���������9DQ�1XIIHO�HW�DO���������DQG�ZLWK�WKH�ZLGHO\�KHOG�SHUFHSWLRQ�WKDW�PDQDJHUV�FKRRVH�WR�KLJKOLJKW�µJRRG¶�QHZV�ZKLOVW�ZLWKKROGLQJ�µEDG¶�QHZV��%HQVWRQ�� ������ %ODFFRQLHUH� DQG� 3DWWHQ�� ������+DUWH� DQG�2ZHQ�� ������2¶'RQRYDQ�� ������3I|KOHU��������6WUD\�DQG�%DOODQWLQH������� 9HUUHFFKLD����������7KH�UHVXOWV�DUH�DOVR�FRQVLVWHQW�ZLWK� NQRZQ� H[DPSOHV� RI� FRPSDQLHV¶� HIIRUWV� WR� NHHS� EDG� QHZV� KLGGHQ� HYHQ� ZKHQ�PDQDJHPHQW�LV�DZDUH�RI�KHDOWK�GDQJHUV��&DKDQ�HW�DO�����������7KHVH�ILQGLQJV�DUH�SDUWLFXODUO\�UHOHYDQW� LQ� WKH�FRQWH[W�RI� UHFHQW�HIIRUWV�E\� WKH�DFFRXQWDQF\�SURIHVVLRQ� WR� OHQG�FUHGLELOLW\� WR�FRUSRUDWH� HQYLURQPHQW� UHSRUWV� WKURXJK� WKH� SURYLVLRQ� RI� DVVXUDQFH� VWDWHPHQWV�� 7KLV� LVVXH� LV�DGGUHVVHG�LQ�PRUH�GHWDLO�LQ�6HFWLRQ������EHORZ�,Q� VXPPDU\�� WKH� UHVXOWV�SUHVHQWHG� LQ� WKLV� WKHVLV� VXSSRUW WKH�K\SRWKHVHV�XQGHU�2/7� WKDW� WKH�ILUP� FKDUDFWHULVWLFV� RI� SROLWLFDO� YLVLELOLW\� �+�D�� DQG� LQGXVWU\� HQYLURQPHQWDO� VHQVLWLYLW\� �+�E��DUH� UHODWHG� WR� &('�� +RZHYHU�� UHVXOWV� LQ� UHODWLRQ� WR� WKH� K\SRWKHVLV�+�F WKDW� VL]H� LV� D�PRUH�LPSRUWDQW� PRGHUDWRU� RI� &('� IRU� HQYLURQPHQWDOO\�VHQVLWLYH� FRPSDQLHV� WKDQ� OHVV�
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HQYLURQPHQWDOO\�VHQVLWLYH�FRPSDQLHV�GLG�QRW�VXSSRUW�WKLV�SDUWLFXODU�DVSHFW�RI�2/7��6LPLODUO\��WKH� UHVXOWV� RI� WHVWV� XQGHU� K\SRWKHVLV� +�D� SURYLGHG� D� SDUWLDO� UHEXWWDO� RI� 2/7� EHFDXVH� WKH\�VXJJHVW� WKDW� VRFLDO� SUHVVXUHV IURP� (1*2V� GR� QRW LQIOXHQFH� &('� DQG� WKXV� DSSHDU� WR�LQYDOLGDWH� WKH� JHQHUDO� SURSRVLWLRQ� SXW� IRUZDUG� LQ� SULRU�&65� UHVHDUFK� WKDW� H[WHUQDO� SUHVVXUH�JURXSV�LQIOXHQFH�&65��VHH��IRU�H[DPSOH��$GDPV�HW�DO���������'HHJDQ�DQG�*RUGRQ��������7LOW��������� +RZHYHU�� HYLGHQFH� ZDV� SURYLGHG� LQ� VXSSRUW� RI� 2/7� WKDW� SRRUHU� HQYLURQPHQWDO�SHUIRUPHUV� SURYLGH� PRUH� &('� �+�F��� 5HVXOWV� DOVR� VXSSRUWHG� K\SRWKHVHV� +�G�� �E�� �E WKDW�PDQDJHPHQW�XVHV�&('� LQ�DWWHPSWLQJ� WR�PDQLSXODWH� WKH� UHOHYDQW�SXEOLFV¶�SHUFHSWLRQV�RI� WKH�RUJDQL]DWLRQ�DV�HYLGHQFHG�E\�D�ELDV�DZD\�IURP�WKH�GLVFORVXUH�RI�LQIRUPDWLRQ�ZKLFK�SUHVHQWV�WKH�ILUP�DV�KDUPIXO�WR�WKH�HQYLURQPHQW��7KH�ODWWHU�ILQGLQJ�LV�FRQVLVWHQW�ZLWK�D�JURZLQJ�ERG\�RI� UHVHDUFK� ZKLFK� VXJJHVWV� WKDW� GLVFORVXUH� RI� HQYLURQPHQWDO� LQIRUPDWLRQ� E\� ODUJH�FRUSRUDWLRQV��HYHQ�ZKHUH�WKDW�LQIRUPDWLRQ�UHODWHV�WR�HQYLURQPHQWDO�LPSDFWV��LV�OLWWOH�PRUH�WKDQ�SXEOLF�UHODWLRQV�µJUHHQZDVK¶�GHVLJQHG�WR�SUHVHQW�WKH�ILUP�LQ�D�ELDVHG��SRVLWLYH�OLJKW��VHH��IRU�H[DPSOH��&RRSHUV�DQG�/\EUDQG��������*UHHQSHDFH��������*UHHU�DQG�%UXQR��������+LQHV��$���������-RQHV��������
���� .H\�LQWHUSUHWDWLRQV�IURP�ORQJLWXGLQDO�DQDO\VLV&KDSWHU����SURYLGHG�D�GHVFULSWLYH��ORQJLWXGLQDO�DFFRXQW�RI�WUHQGV�LQ�&('�RYHU�WKH�SHULRG�RI�WKH�VWXG\�DQG�DQ�LQWHUSUHWDWLRQ�RI�WKRVH�WUHQGV��7KH�ODWWHU�SHUPLWWHG�WKH�LQFOXVLRQ�RI�D�IRXUWK�WKHRU\�� µFODVVLFDO¶� SROLWLFDO� HFRQRP\�RI� DFFRXQWLQJ� WKHRU\� �3($7���7KH�GHVFULSWLYH�DQDO\VLV�RI� &('� ZDV� SUHVHQWHG� DORQJ� WKUHH� IURQWV�� SRSXODULW\� �&KDSWHU� ���� 6HFWLRQ� ������� YROXPH��6HFWLRQ�������� DQG�� IRUP� �6HFWLRQ��������/RRNLQJ� DW� FRUSRUDWH�FRPPXQLFDWLRQ� VWUDWHJLHV� LQ�RYHUDOO�WHUPV��%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�ZHUH�IRXQG�WR�KDYH�VLJQLILFDQWO\�LQFUHDVHG�WKH�DPRXQW� RI� VSDFH� GHYRWHG� WR� H[WHUQDO� UHSRUWLQJ� JHQHUDOO\� EHWZHHQ� ����� DQG� ������ WKH� WRWDO�QXPEHU�RI�SDJHV� ULVLQJ�E\� VRPH����SHU�FHQW� �&KDSWHU����7DEOH�������7KH�DQQXDO� UHSRUW�DQG�DFFRXQWV�UHPDLQHG�WKH�NH\�FRUSRUDWH�GRFXPHQW�WKURXJKRXW�WKH�SHULRG�RI�WKH�VWXG\��$OWKRXJK�WKH�DQQXDO�UHSRUW¶V�VKDUH�RI�WKH�WRWDO�YROXPH�RI�SXEOLVKHG�LQIRUPDWLRQ�GHFOLQHG�VOLJKWO\�RYHU�WKH� SHULRG�� LW� UHPDLQHG� E\� IDU� WKH� PRVW� LPSRUWDQW� VLQJOH� VRXUFH� RI� HFRQRPLF�� VRFLDO� DQG�SROLWLFDO� LQIRUPDWLRQ� E\� YROXPH�ZKHQ� FRPSDUHG� WR� RWKHU� FRUSRUDWH� UHSRUWV� LQFOXGHG� LQ� WKH�VWXG\� �&KDSWHU�����)LJXUH��������7KH�PDMRULW\�RI� VSDFH� LQ� WKH�DQQXDO� UHSRUW�ZDV�GHYRWHG� WR�DFFRXQWLQJ� DQG� PDQDJHPHQW� LQIRUPDWLRQ� �µ$FF33¶��� WKH� ODWWHU� UHSUHVHQWLQJ� ��� SHU� FHQW� RI�WRWDO� DYHUDJH� LQIRUPDWLRQ� E\� YROXPH� LQ� ������ GHFOLQLQJ� VOLJKWO\� WR� ��� SHU� FHQW� LQ� ������+RZHYHU��ZKLOVW�$FF33�ZDV�IRXQG�WR�FRQVWLWXWH�D�VLJQLILFDQW�HOHPHQW�WKURXJKRXW�WKH�SHULRG�RI� WKH� VWXG\��PXFK� RI� WKH� XSZDUG� WUHQG� LQ� WKH� RYHUDOO� YROXPH�RI� GLVFORVXUH�ZDV� GXH� WR� DQ�LQFUHDVH� LQ� HQYLURQPHQWDO� GLVFORVXUH�� WKH�PHDQ� QXPEHU� RI� SDJHV� RI�&('� ULVLQJ� IURP� WKUHH�SDJHV�LQ������WR����SDJHV�LQ�������&KDSWHU�����7DEOH��������D�ULVH�RI�����SHU�FHQW�RYHU�WKH�SHULRG��7KXV��ZKLOVW�&('�UHSUHVHQWHG�RQO\���SHU�FHQW�RI�WRWDO�GLVFORVXUH�E\�YROXPH�LQ�������LW�URVH�VLJQLILFDQWO\�RYHU�WKH�SHULRG�WR����SHU�FHQW�E\�YROXPH�LQ�������&KDSWHU�����7DEOH��������7KH�JURZWK�LQ�WKH�DPRXQW�RI�VSDFH�GHYRWHG�WR�&('�UHODWLYH�WR�WKDW RI�RWKHU�LQIRUPDWLRQ�ZDV�GXH� SULPDULO\� WR� ERWK� DQ� LQFUHDVH� LQ� WKH� QXPEHU� RI� FRPSDQ\�ZLGH�� VWDQG�DORQH� FRUSRUDWH�HQYLURQPHQW�UHSRUWV�DQG�DQ�LQFUHDVH�LQ�WKH�VL]H�RI�WKHVH�UHSRUWV��7KH�QXPEHU�RI�VXFK�UHSRUWV�URVH� IURP�MXVW� WZR� LQ������ WR���� LQ�������ZKHQ� WKHUH�DSSHDUV� WR�KDYH�EHHQ�D�V\VWHPLF��L�H��HFRQRP\�ZLGH��LQFUHDVH�LQ�WKH�QXPEHU�RI�VXFK�UHSRUWV��&KDSWHU����7DEOH������7ZR� NH\� SRLQWV� DUH� ZRUWK� QRWLQJ� KHUH�� )LUVWO\�� WKH� RYHUDOO� SDWWHUQ� RI� LQFUHDVLQJ� OHYHOV� RI�HQYLURQPHQWDO� GLVFORVXUH� DPRQJVW� %HQHOX[� DQG� *HUPDQ� FRPSDQLHV� RYHU� WKH� SHULRG� RI� WKH�
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VWXG\� LV� FRQVLVWHQW� ZLWK� RWKHU� ORQJLWXGLQDO� VWXGLHV� SHUWDLQLQJ� WR� VLPLODU� WLPH� SHULRGV��&DPSEHOO� ������ 'HHJDQ� DQG� *RUGRQ�� ������ *LEVRQ� DQG� 2¶'RQRYDQ�� ������ *UD\� HW� DO�������E�� 0RQHYD� DQG� /OHQD�� ������ 2¶'Z\HU� DQG� *UD\�� ������ 9DQ� 1XIIHO� HW� DO��� �������6HFRQGO\�� WKH� ILQGLQJV� SURYLGH� MXVWLILFDWLRQ� IRU� WKH� LQFOXVLRQ� RI� HQYLURQPHQW� UHSRUWV� LQ� WKH�SUHVHQW�VWXG\��DGGLQJ�VXSSRUW�WR�FDOOV�IURP�RWKHU�&65�UHVHDUFKHUV�WR�H[WHQG�FRQWHQW�DQDO\VLV�WR�LQFOXGH�UHSRUWV�RWKHU�WKDQ�MXVW�WKH DQQXDO�UHSRUW�DFFRXQWV��9DQ�1XIIHO�HW�DO���������S����IRU�H[DPSOH�DUJXH�WKDW�³«�HYHQ�WKRXJK�WKH�DQQXDO�UHSRUW�UHPDLQV�WKH�PRVW�LPSRUWDQW�VRXUFH�RI�FRPSDQ\� LQIRUPDWLRQ�� LW� VKRXOG� EH� QRWHG� WKDW� H[FOXVLRQ� RI� RWKHU� VRXUFHV�PD\� UHVXOW� LQ� DQ�LQFRPSOHWH� SLFWXUH� RI� WKH� FRPSDQ\¶V� RYHUDOO� GLVFORVXUH� SUDFWLFHV�´ 6LPLODUO\�� 8QHUPDQ���������LQ�FRQGXFWLQJ�D�FRQWHQW�DQDO\VLV�RI�����\HDUV�RI�&65�DW�6KHOO��FRQFOXGHG�WKDW�KLV�VWXG\�ZRXOG� KDYH� ³«�PLVVHG� D� ODUJH� SDUW� RI� 6KHOO¶V� &65� LI� LW� KDG� IRFXVHG� H[FOXVLYHO\� RQ� DQQXDO�UHSRUWV´��S�������7KH�ILQGLQJV�RI�WKH�SUHVHQW�VWXG\�VHUYH�WR�HQGRUVH�WKH�YLHZSRLQW�WKDW��LQ�DQ�HUD�ZKHQ� FRPSDQLHV� DUH� SURGXFLQJ� PRUH� DQG� PRUH� VWDQG�DORQH� UHSRUWV� ZKLFK� DGGUHVV� VHOHFWHG�DVSHFWV�RI�WKHLU�HQYLURQPHQWDO��DQG�VRFLDO��SHUIRUPDQFH��IXWXUH�&('�&65�VWXGLHV�ZKLFK�IRFXV�VROHO\�RQ�WKH�DQQXDO�UHSRUW�PD\�QRW�SURGXFH�SDUWLFXODUO\�KHOSIXO��UHOHYDQW�RU�UHOLDEOH�UHVXOWV�/RRNLQJ�DW�WKH�QDWXUH RI�HQYLURQPHQWDO�GLVFORVXUH��WKH�YDVW�PDMRULW\�RI�&('�ZDV�IRXQG�WR�EH�DXGLWDEOH� �DV� RSSRVHG� WR� XQDXGLWDEOH��� YROXQWDU\� �DV� RSSRVHG� WR�PDQGDWRU\�� DQG� UHIOHFWLQJ�IDYRXUDEOH�QHXWUDOO\� �DV� RSSRVHG� WR� QHJDWLYHO\�� RQ� WKH� UHSRUWLQJ� RUJDQL]DWLRQ� �&KDSWHU� ����7DEOH� �������:KLOVW� D� GLVWLQFWLRQ� EHWZHHQ� µPDQGDWRU\¶� DQG� µYROXQWDU\¶�&65�GLVFORVXUH� KDV�EHHQ�VKRZQ�WR�EH�LPSRUWDQW� LQ� WKH�FRQWH[W�RI�8.�FRPSDQLHV��VHH��IRU�H[DPSOH��*UD\�HW�DO�������E�� ������� WKH� UHVXOWV� RI� WKH� SUHVHQW� VWXG\� VXJJHVW� WKDW� WKLV� GLVWLQFWLRQ� LV� QRW� HVVHQWLDO�ZKHQ�VWXG\LQJ�&('�E\�FRQWLQHQWDO�(XURSHDQ�FRPSDQLHV��7KLV�REYLRXVO\� UHIOHFWV� WKH�GHDUWK�RI� OHJLVODWLYH� UHTXLUHPHQWV� LQ� WKLV�DUHD�DW� WKH�SUHVHQW� WLPH� �VHH�&KDSWHU����6HFWLRQV�����DQG�������DOWKRXJK�RI�FRXUVH�LW�FRXOG�FKDQJH�LQ�WKH�IXWXUH��7KH�HPSKDVLV�RQ�JRRG�QHXWUDO�QHZV�DV�RSSRVHG� WR� EDG� QHZV� ZDV� RYHUZKHOPLQJ� �&KDSWHU� ���� 7DEOH� ������� ,Q� ������ IRU� H[DPSOH��µEDG¶ QHZV� UHSUHVHQWHG� OHVV� WKDQ� RQH� SHU� FHQW� RI� WRWDO�&('��:KLOVW� WKH� RYHUDOO� YROXPH� RI�&('� LQFUHDVHG� RYHU� WKH� SHULRG� �&KDSWHU� ���� )LJXUH� ������� WKH� DPRXQW� RI� VSDFH� GHYRWHG� WR�UHSRUWLQJ�µEDG¶�HQYLURQPHQWDO�QHZV�DFWXDOO\�GHFUHDVHG RYHU�WKH�SHULRG�RI�WKH�VWXG\��,Q� VHHNLQJ� WR� SURYLGH� DQ� LQWHUSUHWDWLRQ� RI� WKHVH� WUHQGV�� IRXU� WKHRUHWLFDO� SHUVSHFWLYHV� ZHUH�HPSOR\HG� �L�H��� ($7�� 067�� 2/7� DQG� 3($7��� HDFK� RI� ZKLFK� PD\� EH� VHHQ� DV� SURYLGLQJ�DOWHUQDWLYH� DFFRXQWV� RU� µVWRULHV¶� RI� WKH� VDPH� XQGHUO\LQJ� SKHQRPHQRQ� EXW� YLHZHG� WKURXJK�GLIIHUHQW�WKHRUHWLFDO�IUDPHZRUNV�RU�µOHQVHV¶��&KDSWHU�����6HFWLRQ��������'UDZLQJ�FRQFOXVLRQV�IURP� WKHVH� GLYHUVH� SHUVSHFWLYHV� ODUJHO\� GHSHQGV� XSRQ� WKH� YLHZ� WDNHQ� DERXW� WKH� VRFLDO�UHVSRQVLELOLWLHV�RI�FRPSDQLHV�LQ�WKH�FRQWH[W�RI�WKH�EXVLQHVV�VRFLHW\�UHODWLRQVKLS��7KXV��XQGHU�($7��WKH�WUHQG�LQ�&('�E\�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�RYHU�WKH�SHULRG�RI�WKH�VWXG\�ZDV�LQWHUSUHWHG� LQ� WHUPV� RI� PDQDJHPHQW¶V� LQFUHDVHG� HIIRUWV� WR� LQIOXHQFH� DJHQF\� FRVWV� LQ� WKH�FDSLWDO� PDUNHWV�� &RQYHUVHO\�� WUHQGV� LQ� HQYLURQPHQWDO� GLVFORVXUH�� ZKHQ� YLHZHG� WKURXJK� WKH�OHQV�RI�067��DUH�VHHQ�DV�SDUW�RI�WKH�RQ�JRLQJ�SURFHVV�RI�SUR�DFWLYH�VWDNHKROGHU�PDQDJHPHQW��,Q� FRQWUDVW��2/7�YLHZV�&('�DV� DQ� LQVWUXPHQW� RI� VRFLDO� QHJRWLDWLRQ� E\�ZKLFK�PDQDJHPHQW�VHHNV� WR� OHJLWLPLVH� WKH� FRPSDQ\¶V� DFWLYLWLHV� DQG� SHUIRUPDQFH�� )URP� WKLV� SHUVSHFWLYH�� WKH�RYHUZKHOPLQJ� DEVHQFH� RI� EDG� QHZV� DV� UHSRUWHG� LQ� WKH� SUHVHQW� VWXG\� LV� VHHQ� DV� SDUW� RI� D�OHJLWLPDWLRQ�VWUDWHJ\�DLPHG�DW�FRQVWUXFWLQJ�DQ�HQYLURQPHQWDOO\�EHQLJQ�LPDJH�RI�WKH�ILUP��7KH�IRXUWK�WKHRUHWLFDO�IUDPHZRUN��3($7��RIIHUV�WKH�PRVW�FULWLFDO�LQWHUSUHWDWLRQ�RI�WUHQGV�LQ�&('��UHIOHFWLQJ�LWV�0DU[LDQ�GHSLFWLRQ�RI�VRFLDO�FRQIOLFW�XQGHU�WKH�EXVLQHVV�VRFLHW\�UHODWLRQVKLS��VHH�&KDSWHU����6HFWLRQ�������7KH�FHQWUDO�FRQFHUQ�RI�3($7�LQ�WKLV�FRQWH[W�LV�ZLWK�WKH�ZD\�LQ�ZKLFK�
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PDQDJHPHQW�XVHV�FRUSRUDWH�UHSRUWV� WR�SUHVHUYH�H[LVWLQJ�LQVWLWXWLRQDOLVHG�SRZHU�DV\PPHWULHV�DQG�VRFLDO�LQHTXDOLWLHV�ZKLFK�SULYLOHJH�PRQH\�FDSLWDO�RYHU�ODERXU��%\�H[WHQGLQJ�WKLV�DQDO\VLV�WR�LQFOXGH�WKH�QDWXUDO�HQYLURQPHQW��D�SLFWXUH�ZDV�SUHVHQWHG�RI�WKH�FKDOOHQJHV�SRVHG�E\�WKH�DV�\HW� ³«�EDUHO\�XQGHUVWRRG�DJHQGD�RI� VXVWDLQDELOLW\�«´� �%HEELQJWRQ�HW� DO��������S���� WR� WKH�SUHVHQW� EXVLQHVV� KHJHPRQ\�� )URP� WKDW� VWDQGSRLQW�� HQYLURQPHQWDO� GLVFORVXUH� LV� VHHQ� LQ� WKH�FRQWH[W� RI� DQ� XQGHUO\LQJ� FDSLWDOLVW� DJHQGD�ZLWK� &('�PHUHO\� IRUPLQJ� SDUW� RI� D� V\VWHPDWLF��LQVWLWXWLRQDOLVHG� VRFLR�SROLWLFDO� SURFHVV�ZKLFK�SULYLOHJHV�PRQH\�FDSLWDO� RYHU�QDWXUDO� FDSLWDO��$V�VXFK��ZKLOVW�DQ�HPSLULFDO�DQDO\VLV�PD\�RIIHU�XVHIXO�LQVLJKWV�LQWR�WUHQGV�LQ�&('�RYHU�WLPH��WKH� JHQHUDO� QDWXUH� RI� WKHVH� WUHQGV� ZDV� VXJJHVWHG� E\� 3($7� DV� VLPSO\� IRUPLQJ� SDUW� RI� DQ�HODERUDWH� FORDNLQJ� H[HUFLVH� WKH� RYHUDOO� DLP� RI�ZKLFK� LV� WR� GLVWUDFW� VRFLHW\¶V� DWWHQWLRQ� DZD\�IURP� TXHVWLRQV� DERXW� WKH� PRUDO� MXVWLILFDWLRQ� RI� WKH� H[LVWLQJ� VRFLDO� V\VWHP�� L�H�� LQGXVWULDO�FDSLWDOLVP�
���� /LPLWDWLRQV7KH� UHVHDUFK� PHWKRG� DQG� UHVXOWV� DV� SUHVHQWHG� LQ� &KDSWHUV� ��� �� DQG� ���� UHVSHFWLYHO\�� DQG�VXPPDULVHG� DERYH�� DUH� VXEMHFW� WR� D� QXPEHU� RI� JHQHUDO� TXDOLILFDWLRQV�� 7KH�PRUH� LPSRUWDQW�TXDOLILFDWLRQV�LQ�WKH�FRQWH[W�RI�WKH�SUHVHQW�VWXG\�DUH�VXPPDULVHG�EHORZ��2WKHU�PRUH�VSHFLILF�DQG�RU�PLQRU�TXDOLILFDWLRQV�DQG�OLPLWDWLRQV�KDYH�EHHQ�UHIHUUHG�WR�SUHYLRXVO\�LQ�WKH�PDLQ�WH[W�RI�WKLV�WKHVLV�DQG�DUH�QRW�UHSHDWHG�KHUH�
������ 5HVHDUFK�PHWKRG7KH�IROORZLQJ�OLPLWDWLRQV�LQ�UHODWLRQ�WR�WKH�UHVHDUFK�PHWKRG�VKRXOG�EH�QRWHG��L� 'DWD�FDSWXUH�XVLQJ�FRQWHQW�DQDO\VLV �&KDSWHU����6HFWLRQ�����7KH� H[WHQW� WR� ZKLFK� RQH� FDQ� XVH� WKH� GDWD� JDWKHUHG� LV� FRQWURYHUVLDO�� 6RPH� UHJDUG� GHWDLOHG�VWDWLVWLFDO�DQDO\VLV�RI�FRQWHQW�DQDO\VLV�GDWD�DV�ERWK�XQQHFHVVDU\�DQG�SRVVLEO\�LQFRQVLVWHQW�ZLWK�WKH� TXDOLW\� RI� WKH� GDWD� LWVHOI� �&DPSEHOO�� ������� ,QGHHG�� VXFK� µRYHU�DQDO\VLV¶� RI�ZKDW� VRPH�UHJDUG� DV� µPXGG\¶�GDWD�ZRXOG� VXJJHVW� WKDW� VWDWLVWLFDO�DQDO\VLV�DVVXPHV�D�TXDOLW\� WR� WKH�GDWD�ZKLFK�LW�VLPSO\�GRHV�QRW�SRVVHVV��7KXV��&65�UHVHDUFKHUV�KDYH�EHHQ�FDUHIXO�QRW�WR�FODLP�WRR�PXFK�RI�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUH�GDWD�EHFDXVH�RI�WKH�SRWHQWLDO�IRU�HUURUV�LQ�ERWK�WKH�FRGLQJ�DQG�WKH�FRXQWLQJ��0LOQHU�DQG�$GOHU��������8QHUPDQ���������+HQFH��VXFK�GDWD� LV�PRUH�SURSHUO\�VHHQ�DV�LQGLFDWLYH UDWKHU�WKDQ�DEVROXWH �&DPSEHOO���������'HHJDQ�DQG�*RUGRQ��������S�������IRU�H[DPSOH��ZKHQ�XVLQJ�FRQWHQW�DQDO\VLV�EDVHG�RQ�ZRUG�FRXQW�FRQFHGHG�WKDW�WKHLU�PHWKRG�RI�PHDVXUHPHQW�ZDV�QRW�XQGHUWDNHQ�WR�\LHOG�ILJXUHV�WKDW�DUH�H[DFW�RU�SUHFLVH��EXW�UDWKHU�³«�WR�SURYLGH�DQ�LQGLFDWLRQ�RI�V\VWHPDWLF�WUHQGV�LQ HQYLURQPHQWDO�GLVFORVXUH�SROLFLHV´��:KLOVW� WKLV� GRHV� QRW� PHDQ� WKDW� WKH� UHVXOWV� UHSRUWHG� LQ� WKLV� DQG� SULRU� VWXGLHV� DUH� WR� EH�GLVFRXQWHG� FRPSOHWHO\�� LW� GRHV� VXJJHVW� WKDW� UHVHDUFKHUV� QHHG� WR� EH� DZDUH� RI� WKH� FRQVWUDLQWV�LQYROYHG� ZKHQ� UHO\LQJ� SUHGRPLQDQWO\� RQ� FRQWHQW� DQDO\VLV� DORQH� IRU� GDWD� FROOHFWLRQ��2¶'RQRYDQ������D���LL� 'LVFORVXUH�WD[RQRP\ �&KDSWHU����6HFWLRQ������DQG�,QWHUURJDWLRQ�LQVWUXPHQW �&KDSWHU����6HFWLRQ�����%DVHG� RQ� QLQH� GHILQHG� FDWHJRULHV� RI� &('�� WKH� GLVFORVXUH� WD[RQRP\� UHOLHV� RQ� WKH� JHQHUDO�DFFHSWDELOLW\�RI�WKHVH�FDWHJRU\�GHILQLWLRQV��$OWKRXJK�WKHVH�FDWHJRULHV�DUH�GUDZQ�VXEVWDQWLDOO\�IURP�SULRU� UHVHDUFK� WKH\�KDYH�EHHQ�DGDSWHG� WR�PHHW� WKH� VSHFLILF�QHHGV�RI� WKH�SUHVHQW� VWXG\�
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DQG�WKXV�WKHLU�JHQHUDO�DFFHSWDELOLW\�LV�XQNQRZQ��6LPLODUO\��WKH�LQWHUURJDWLRQ LQVWUXPHQW�XVHG�IRU� UHFRUGLQJ� WKH� GDWD� JDWKHUHG� XVLQJ� FRQWHQW� DQDO\VLV� KDV� QRW� EHHQ� WHVWHG� IRU� UHOLDELOLW\��$OWKRXJK�DGDSWHG�IURP�WKDW�XVHG�E\�*UD\�HW�DO����������WKLV�LV�WKH�ILUVW�WLPH�WKDW�WKLV�SDUWLFXODU�LQVWUXPHQW�KDV�EHHQ�XVHG��LLL� (FR�UDWLQJ �SUR[\�IRU�HQYLURQPHQWDO�SHUIRUPDQFH���&KDSWHU����6HFWLRQ�������7KH� SUHVHQW� VWXG\¶V� UHOLDQFH� RQ� D� UHSXWDWLRQDO� VFDOH� DV� D� PHDVXUH� RI� HQYLURQPHQWDO�SHUIRUPDQFH� IROORZV�RWKHU� VWXGLHV�ZKLFK�KDYH�VRXJKW� WR�XVH� VXFK�VFDOHV�ZKHQ� WHVWLQJ� IRU�D�UHODWLRQVKLS� EHWZHHQ� VRFLDO� SHUIRUPDQFH� DQG� VRFLDO� GLVFORVXUH� EXW� ZKLFK� KDYH� GLIIHUHG� LQ�WKHLU�OHYHO�RI�UHILQHPHQW�DQG�KDYH�\LHOGHG�FRQIOLFWLQJ�UHVXOWV��8OOPDQQ���������,Q�WKH�VSHFLILF�FRQWH[W�RI�HQYLURQPHQWDO�SHUIRUPDQFH��LQ�WKH�DEVHQFH�RI�GHWDLOHG��JHQHUDOO\�DJUHHG��SXEOLFO\�DYDLODEOH� HQYLURQPHQWDO� SHUIRUPDQFH� LQGLFDWRUV�� WKH� YLHZV� RI� H[WHUQDO� VWDNHKROGHU¶V� RWKHU�WKDQ� MXVW� (1*2V� DUH� OLNHO\� WR� SURYLGH� D� EHWWHU� LQGLFDWLRQ� RI� RYHUDOO� HQYLURQPHQWDO�SHUIRUPDQFH��)XWXUH�UHVHDUFK�ZKLFK�IRFXVHV�RQ�UHILQHPHQWV�WR�WKH�PHDVXUH�RI�HQYLURQPHQWDO�SHUIRUPDQFH�� IRU� H[DPSOH�� E\� GHYHORSLQJ� DQ� RYHUDOO� LQGH[� EDVHG� RQ� WKH� SHUFHSWLRQV� RI� D�ILUP¶V�YDULRXV�LQWHUQDO�DQG�H[WHUQDO�VWDNHKROGHUV��ZRXOG�KHOS�WR�HVWDEOLVK�PRUH�FRQFOXVLYHO\�WKH�H[LVWHQFH�RI�D�UHODWLRQVKLS�EHWZHHQ�HQYLURQPHQWDO�SHUIRUPDQFH�DQG�&('�7KHUH�DUH�DOVR�D�QXPEHU�RI�TXDOLILFDWLRQV�UHODWLQJ�WR�WKH�XVH�RI�PDLOHG�TXHVWLRQQDLUHV�WR�ERWK�WKH�VDPSOHG�FRPSDQLHV�DQG�(1*2V��VHH�&KDSWHU����6HFWLRQ��������L� 2EWUXVLYHQHVV7KH� XVH� RI�PDLOHG� TXHVWLRQQDLUHV� VFRUHV� ZHOO� LQ� WHUPV� RI� FRQWH[W� VHQVLWLYLW\� EXW� SRRUO\� LQ�WHUPV�RI�REWUXVLYHQHVV��2EWUXVLYHQHVV�UHIHUV�WR�WKH�ZD\V�LQ�ZKLFK�VXEMHFWV�UHDFW�WR�EHLQJ�WKH�VRXUFH�RI�VFLHQWLILF� LQIRUPDWLRQ�� WKXV� LQWURGXFLQJ�ELDV� LQWR� WKH�GDWD�EHLQJ�DQDO\]HG��VHH��IRU�H[DPSOH�� :HEE� HW� DO��� ������� ,W� LV� SRVVLEOH� WKDW� HLWKHU� RU� ERWK� VDPSOHV� FRQVWLWXWH� D� VHOI�VHOHFWHG�VHW�RI�FRPSDQLHV�DQG�RU�(1*2V�WKDW�KDYH�D�SDUWLFXODU�GHVLUH�WR�SDUWLFLSDWH�LQ�D�VWXG\�RI� WKLV�NLQG��)RU�H[DPSOH��DV�QRWHG�LQ�&KDSWHU����6HFWLRQ��������� WHVWV�RI�VWDNHKROGHU� WKHRU\�UHOLHG� RQ� WKH� UHVSRQVHV� RI� WKH� ��� FRPSDQLHV�ZKLFK� FRPSOHWHG� WKH� FRPSDQ\� TXHVWLRQQDLUH��6XFK� UHVSRQVHV� PD\� EH� ELDVHG� LQ� WKH� VHQVH� WKDW� WKH\� DUH� PRUH� UHVSRQVLYH� WR� VWDNHKROGHU�GHPDQGV�WKDW�WKH����FRPSDQLHV�ZKLFK�GLG�QRW��,Q�WKH�FDVH�RI�WKH�TXHVWLRQQDLUH�WR�(1*2V��LW�ZDV�QRW�SRVVLEOH�WR�HVWLPDWH�WKH�WRWDO�SRSXODWLRQ�GXH�WR�ODFN�RI�DYDLODEOH�GDWD�DQG�WKXV�LW�LV�QRW�SRVVLEOH� WR� HVWLPDWH� WKH�QXPEHU�RI� UHVSRQGHQWV�DQG�QRQ�UHVSRQGHQWV�DV�D�SHUFHQWDJH�RI� WKH�ZKROH�SRSXODWLRQ��VHH�&KDSWHU����6HFWLRQ��������LL� 1RQ�UHVSRQVH�ELDV7KH� LVVXH� RI� QRQ�UHVSRQVH� ELDV WR� TXHVWLRQQDLUHV� �L�H�� ELDV� ZKLFK� LV� LQWURGXFHG� LQWR� WKH�LQIHUHQFHV� GUDZQ� IURP� UHVSRQVHV� WR� PDLO� TXHVWLRQQDLUHV� GXH� WR� WKH� SUHVHQFH� RI� D� ODUJH�SURSRUWLRQ�RI�WKRVH�LQ�WKH�VDPSOH�ZKR�IDLO�WR�UHWXUQ�WKH�TXHVWLRQQDLUH��VKRXOG�DOVR�EH�ERUQH�LQ�PLQG�� 7KH� UHVSRQVH� UDWHV� DFKLHYHG� LQ� UHODWLRQ� WR� WKH� WZR� TXHVWLRQQDLUHV� �VHH� &KDSWHU� ���6HFWLRQ�������OLH�WRZDUGV�WKH�ORZHU�HQG�RI�WKH�����WR�����UDQJH�DQG�WKHUHIRUH�VRPH�FRQFHUQ�PD\� EH� H[SUHVVHG� RYHU� WKH� GHJUHH� WR� ZKLFK� FRQILGHQFH� FDQ� EH� H[SUHVVHG� LQ� WKH� UHVXOWV�UHSRUWHG�LQ�WKH�SUHVHQW�VWXG\��$V�LQGLFDWHG�LQ�&KDSWHU����6HFWLRQ�������WKH�DSSURDFK�DGRSWHG�LQ� WKH� SUHVHQW� VWXG\� KDV� EHHQ� WR� DSSO\� DSSURSULDWH� VWDWLVWLFDO� WHVWV� RI� TXHVWLRQQDLUH� GDWD�UHOLDELOLW\��2QH�DUHD�ZKHUH�VRPH�FRQFHUQ�PD\�EH�H[SUHVVHG�RYHU�GDWD�UHOLDELOLW\ LV�LQ�UHODWLRQ�WR� WKH� UHVSRQVHV� RI� WKH� (1*2V� RZLQJ� WR� WKH� ORZ� UHVSRQVH� UDWHV� DQG� PLVVLQJ� YDOXHV�� $V�GHVFULEHG�LQ�&KDSWHU����6HFWLRQ���������VWDWLVWLFDO� WHVWV�ZHUH�SHUIRUPHG�ZKHUH�DSSURSULDWH�WR�
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SURYLGH�HYLGHQFH�RI�WKH�YDULDELOLW\�RI�WKHVH�UHVSRQVHV�ERWK�DFURVV�DQG�DPRQJVW�(1*2V�XVLQJ�WKH�YDULDQFH�FRPSRQHQWV�SURFHGXUH��LLL� 1RQ�FRWHUPLQRXV�SHULRGV7KH�UHVSRQVHV�WR�ERWK�VHWV�RI�TXHVWLRQQDLUHV�ZHUH�UHFHLYHG�VXEVHTXHQW�WR�WKH�SHULRG�FRYHUHG�E\�WKH�VWXG\��,Q�WKH�FDVH�RI�WKH�TXHVWLRQQDLUH�WR�FRPSDQLHV��UHVSRQVHV�ZHUH UHFHLYHG�LQ�������5HVSRQVHV� WR� WKH� TXHVWLRQQDLUH� WR� (1*2V� ZHUH� UHFHLYHG� LQ� ������ $V� YDULRXV� WHVW� RI�DVVRFLDWLRQV� KDYH� EHHQ� SHUIRUPHG� EHWZHHQ� FHUWDLQ� YDULDEOHV� EDVHG� RQ� WKH� TXHVWLRQQDLUH�UHVSRQVHV�DQG�&('�GDWD�UHODWLQJ�WR�WKH�SHULRG�RI�WKH�VWXG\�������WR��������LW�LV�SRVVLEOH�WKDW�WKH� UHVXOWV� RI� WKHVH� WHVWV�ZRXOG�KDYH�EHHQ�GLIIHUHQW�KDG� WKH� UHVSRQVHV� WR� WKH�TXHVWLRQQDLUHV�EHHQ�UHFHLYHG�RQ�D�GDWH�PRUH�FRPPHQVXUDWH�ZLWK�WKH�WLPH�RI�UHSRUWLQJ���
������ 5HVHDUFK�UHVXOWV7KH�IROORZLQJ�OLPLWDWLRQV�LQ�UHODWLRQ�WR�WKH�UHVHDUFK�UHVXOWV�VKRXOG�EH�QRWHG��L� ([WHUQDO�YDOLGLW\ �&KDSWHU����6HFWLRQ������$V�WKH�VDPSOH�RI�FRPSDQLHV�LQFOXGHV�RQO\�ODUJH��PRVWO\�SXEOLFO\�OLVWHG�%HQHOX[�DQG�*HUPDQ�ILUPV�WKH�UHVXOWV�RI�WKH�VWXG\�FDQQRW�EH�DVVXPHG�WR�H[WHQG�WR�PHGLXP�DQG�VPDOO�FRPSDQLHV��5DWKHU�� LW� LV� KLJKO\� SUREDEOH� WKDW� WKH� OHYHO� RI� GLVFORVXUH� IRXQG� LV� VLJQLILFDQWO\� JUHDWHU� WKDQ�ZRXOG� EH� WKH� FDVH� LI� VPDOOHU� FRPSDQLHV� KDG� EHHQ� LQFOXGHG� �$GDPV� HW� DO��� �������HQYLURQPHQWDO� UHSRUWLQJ� UHPDLQLQJ� SULPDULO\� D� µELJ¶� FRPSDQ\�SKHQRPHQRQ� �$&&$�81(3��������� )RU� WKH� VDPH� UHDVRQ�� ZKLOH� WKH� UHVXOWV� RI� WKH� VWXG\� PD\� EH� D� XVHIXO� JXLGH� WR� WKH�HQYLURQPHQWDO� UHSRUWLQJ� SUDFWLFHV� RI� HQWLWLHV� RI� RWKHU� ODUJH�� SXEOLFO\� OLVWHG� FRPSDQLHV�� LW�ZRXOG�SHUKDSV�EH�LQDSSURSULDWH�WR�JHQHUDOLVH�WKHVH�ILQGLQJV�WR�RWKHU�EXVLQHVV�HQWLWLHV�WKDW�DUH�QRW�VXEMHFW�WR�WKH�VDPH�UHSRUWLQJ�UHTXLUHPHQWV�RU�SXEOLF�DWWHQWLRQ��LL� &RQWHQW�DQDO\VLV�GDWD �&KDSWHUV���DQG����$OO�FRQFOXVLRQV�GUDZQ�LQ�WKLV�VWXG\�DERXW�&('�UHODWH�RQO\�WR�WKH�TXDQWLW\ RI�GLVFORVXUH��QRW�QHFHVVDULO\�WR�WKH�OHYHO�RI�FRUSRUDWH�HQYLURQPHQWDO�SHUIRUPDQFH�RU�DFWLYLW\��7KLV�GLVWLQFWLRQ�LV�LPSRUWDQW��$�ILUP�PD\�EH�KLJKO\�DFWLYH�LQ�WHUPV�RI�HQYLURQPHQWDO�UHVSRQVLELOLW\�SURJUDPPHV�DQG� SXUVXH� D� KLJK� VWDQGDUG� RI� HQYLURQPHQWDO� FDUH�� EXW� PD\� FKRRVH� QRW� WR� IRFXV� RQ� VXFK�DFWLYLWLHV�LQ�LWV�FRPPXQLFDWLRQV�ZLWK�WKH�JHQHUDO�SXEOLF�WKURXJK�FRUSRUDWH�DQQXDO��VRFLDO�DQG�HQYLURQPHQW�UHSRUWV��&RQYHUVHO\��VRPH�ILUPV�PD\�KDYH�YHU\�OLWWOH�FRQFHUQ�IRU�HQYLURQPHQWDO�UHVSRQVLELOLW\�DQG�RU�KDYH�UHODWLYHO\�ORZ�VWDQGDUGV�RI�HQYLURQPHQWDO�FDUH��EXW�FKRRVH�WR�PDNH�H[WHQVLYH�HQYLURQPHQWDO�GLVFORVXUHV�LQ�RUGHU�WR�HQKDQFH�WKHLU�FRUSRUDWH�LPDJH��&RZHQ�HW�DO���������� 6LPLODUO\�� QR� DWWHPSW� KDV� EHHQ�PDGH� WR� IXOO\� HYDOXDWH� WKH�TXDOLW\ RI� HQYLURQPHQWDO�LQIRUPDWLRQ� GLVFORVHG� LQ� WKH� FRPSDQ\� UHSRUWV� XVHG�� VXFK� DQ� HYDOXDWLRQ� EHLQJ� RXWVLGH� WKH�VFRSH�DQG�DLPV�RI�WKH�UHVHDUFK��:KLOVW�VRPH�DWWHPSW�KDV�EHHQ�PDGH�WR�SURYLGH�DQ�LQGLFDWLRQ�RI� WKH�QDWXUH RI�&('��VHH�&KDSWHU����7DEOH�������D�JHQHUDO�TXDOLWDWLYH�IUDPHZRUN�ZRXOG�EH�QHHGHG� WR� DVVHVV� WKH� RYHUDOO� TXDOLW\� RI� FRUSRUDWH� HQYLURQPHQWDO� GLVFORVXUHV� E\� (XURSHDQ�FRPSDQLHV��&RQVHTXHQWO\��FDUH�VKRXOG�EH�WDNHQ�QRW�WR�LQIHU�WKDW�LQFUHDVHG�TXDQWLWLHV�RI�&('�QHFHVVDULO\� UHIOHFWV� DQ� LPSURYHPHQW� LQ� WKH� RYHUDOO� TXDOLW\� RI� FRUSRUDWH� HQYLURQPHQWDO�UHSRUWLQJ�
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�LLL� 7HVWV�RI�DVVRFLDWLRQ �&KDSWHU���7KHVH�WHVWV�SURYLGH�RQO\�HYLGHQFH�RI�FRUUHODWLRQ EHWZHHQ�WZR�VHWV�RI�GDWD��DQG�QRW�HYLGHQFH�DV�WR�FDXVDWLRQ����0RUHRYHU��WKH�IDFW�WKDW�WHVWV�RI�WKH�K\SRWKHVHV�XQGHU�($7��067�DQG�2/7�ZHUH� DOO� SHUIRUPHG� LQ� FRQMXQFWLRQ� ZLWK� D� VHULHV� RI� DX[LOLDU\� VWDWHPHQWV �L�H�� DVVXPSWLRQV��LPSOLHV�WKDW�LW�LV�QRW�SRVVLEOH�WR�NQRZ�IRU�FHUWDLQ�ZKHWKHU�WKH�WHVWV�KDYH�FRQILUPHG�RU�UHIXWHG�WKH�WKHRU\�LWVHOI��%ODXJ���������LY� ,QGHSHQGHQFH�RI�\HDUO\�GDWD �&KDSWHU���7KH�GDWD�FROOHFWHG� IRU� WKH�SXUSRVHV�RI� WKH�SUHVHQW� VWXG\�ZHUH� VXEMHFWHG� WR�YDULRXV�DQDO\VHV�XVLQJ�D�QXPEHU�RI�GLIIHUHQW�VWDWLVWLFDO�WHVWV�UXQ�DJDLQVW�HDFK�\HDU¶V�GDWD��7UHDWLQJ�HDFK�\HDU�RI�WKH�VWXG\�DV�SURYLGLQJ�D�VHSDUDWH�GDWD�VHW�ZLWK�ZKLFK�WR�SHUIRUP�VWDWLVWLFDO�DQDO\VLV�DVVXPHV�WKDW�RQH�\HDU¶V�GDWD�VHW�LV�LQGHSHQGHQW RI�WKDW�RI�RWKHU�\HDUV��+RZHYHU��WKLV�DVVXPSWLRQ�PD\�QRW�EH�FRPSOHWHO\�YDOLG��SDUWLFXODUO\�LQ�WKH�FDVH�RI�&('��JLYHQ�WKDW�ZKDW�FRPSDQLHV�GLVFORVH�LQ�RQH�\HDU�PD\�KDYH� DQ� LQIOXHQFH�RQ�ZKDW� LV�GLVFORVHG� LQ� VXEVHTXHQW�\HDUV��6LPLODUO\�� WKH�VL]H��H�J��WRWDO�DVVHWV��RI�D�FRPSDQ\�LQ�\HDU�Q ZLOO�FOHDUO\�KDYH�DQ�LQIOXHQFH�RQ�LWV�VL]H�LQ�\HDU�Q����$V�VXFK��HYHQ�WKRXJK�WKH�VWXG\�ORRNV�DW�VHYHQ�GLIIHUHQW�SHULRGV��WKHVH�SHULRGV�PD\�QRW�QHFHVVDULO\�UHLQIRUFH�HDFK�RWKHU��Y� 7HVWV�RI�VWDNHKROGHU�WKHRU\ �&KDSWHU����6HFWLRQ�����)RU�WKH�UHDVRQV�VHW�RXW�LQ�&KDSWHU����WKHVH�WHVWV�KDYH�EHHQ�SHUIRUPHG�DJDLQVW������&('�GDWD�RQO\�� 0RUH� UHVHDUFK� LQWR� WKH� DVVRFLDWLRQ� EHWZHHQ� WKH� SHUFHLYHG� OHYHO� RI� VWDNHKROGHU�LPSRUWDQFH�DQG�&('�LV�QHHGHG�WR�VXEVWDQWLDWH�WKH�FODLPV�PDGH�LQ�WKLV�VWXG\�
���� 'LVFXVVLRQ$V�GHVFULEHG�SUHYLRXVO\� LQ�&KDSWHU���� WKH�FODLPV�RI�&65�UHVHDUFKHUV�DQG�WKH�SUHGLFWLRQV�RI�WKHRU\�VXJJHVW�WKDW�WKHUH�DUH�PDQ\�IDFWRUV�ZKLFK�LQIOXHQFH�WKH�H[WHQW�RI�&65�&('��2YHU�WKH�ODVW� ��� \HDUV� RU� VR�� D� JURZLQJ� ERG\�RI�&65� UHVHDUFK�� DQ� LQFUHDVLQJ�SURSRUWLRQ�RI�ZKLFK� LV�H[SOLFLWO\�WKHRULVHG��KDV�SURYLGHG�FRQVLGHUDEOH�LQVLJKWV�LQWR�WKH�XQGHUO\LQJ�QDWXUH�DQG�FDXVHV�RI�&('��7KH�SUHVHQW�VWXG\�GLIIHUV�IURP�WKLV�SULRU�UHVHDUFK�LQ�D�QXPEHU�RI�LPSRUWDQW�UHVSHFWV��)LUVWO\�� WKH� VWXG\� KDV� ORRNHG� DW� HQYLURQPHQWDO� GLVFORVXUH� PDGH� E\� FRPSDQLHV� LQ� VHYHUDO�GLIIHUHQW�(XURSHDQ�FRXQWULHV�UDWKHU�WKDQ�FRPSDQLHV�GRPLFLOHG�LQ�D�VLQJOH�FRXQWU\��6HFRQGO\��LW�KDV�ORRNHG�DW�VXFK�GLVFORVXUHV�PDGH�E\�FRPSDQLHV�DFURVV�HLJKW�LQGXVWU\�DIILOLDWLRQV��WKHVH�DIILOLDWLRQV�EHLQJ�SHUFHLYHG�WR�GLIIHU�LQ�WHUPV�RI�WKHLU�UHODWLRQVKLS�ZLWK�DQG�GHPDQGV�XSRQ�WKH�QDWXUDO�HQYLURQPHQW��7KLUGO\��WKH�VWXG\�KDV�ORRNHG�DW�HQYLURQPHQWDO�GLVFORVXUH�DSSHDULQJ�LQ�D�YDULHW\�RI�GLIIHUHQW� FRUSRUDWH� HFRQRPLF�� VRFLDO� DQG� HQYLURQPHQW� UHSRUWV� UDWKHU� WKDQ� MXVW�WKH�DQQXDO� UHSRUW� DQG� DFFRXQWV�� )RXUWKO\�� LW� KDV� ORRNHG� DW� GLVFORVXUH� WUHQGV� RYHU� D� VHYHQ�\HDU�SHULRG� UDWKHU� WDNLQJ� D� VQDS�VKRW�RI� D� VLQJOH�SHULRG��)LIWKO\�� WKH� VWXG\�KDV� HPSOR\HG� VHYHUDO�GLIIHUHQW� WKHRULHV�� UDWKHU� WKDQ� MXVW� D� VLQJOH� WKHRU\�� ZKLFK� SURYLGH� GLIIHUHQW� H[SODQDWRU\�YDULDEOHV�ZLWK�ZKLFK�WR�WHVW�WKH�SUHGLFWLRQV�RI�WKHVH�WKHRULHV��/DVWO\��UHFRXUVH�KDV�EHHQ�PDGH�WR�D�YDULHW\�RI�GLIIHUHQW�UHVHDUFK�WHFKQLTXHV��L�H��HPSLULFDO�UHVHDUFK��ILHOG�UHVHDUFK�DQG�FRQWHQW�DQDO\VLV�� IRU� WKH� SXUSRVHV� RI� GHULYLQJ�PHDVXUHG� YDOXHV� E\�ZKLFK� WR� WHVW� IRU� DQ� DVVRFLDWLRQ�EHWZHHQ�&('�DQG�RWKHU�H[SODQDWRU\�YDULDEOHV�DV�ZHOO�DV�WR�LQWHUSUHW�WUHQGV�LQ�&('�RYHU�WLPH��7KHVH� IHDWXUHV� RI� WKH� VWXG\�� ZKHQ� WDNHQ� WRJHWKHU� LQ� FRPELQDWLRQ�� SURYLGHG� IRU� D� XQLTXH��FURVV�VHFWLRQDO� DQG� ORQJLWXGLQDO� VWXG\� RI� HQYLURQPHQWDO� GLVFORVXUH�� RQH� ZKLFK� LV� QRW� RQO\�V\VWHPDWLF� LQ� WHUPV� RI� LWV� LQYHVWLJDWLRQ� RI� XQGHUO\LQJ� UHODWLRQVKLSV� EXW� DOVR� PXOWL�
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SDUDGLJPDWLF� LQ� WHUPV� RI� GUDZLQJ� RXW� WKH� GLYHUVH� µVWRULHV¶� RI� &('� LQ� WKH� FRQWH[W� RI� WKH�EXVLQHVV�VRFLHW\�UHODWLRQVKLS�/RRNLQJ� ILUVW� DW� WKH� K\SRWKHWLFR�GHGXFWLYH�� FURVV�VHFWLRQDO� DQDO\VLV� �&KDSWHU� ���� WKH� UHVXOWV�UHSRUWHG� LQ� WKLV� WKHVLV� SURYLGH� SDUWLDO� VXSSRUW� IRU� WKH� SUHGLFWLRQV� RI� ($7��067� DQG�2/7��UHVSHFWLYHO\��7KDW�LV��VRPH�RI�WKH�SUHGLFWLRQV�ZHUH�VKRZQ�WR EH�ZHOO�IRXQGHG��ZKHUHDV�RWKHUV�ZHUH�QRW��,Q�WKH�FDVH�RI�($7��IRU�H[DPSOH��VXFFHVVIXO�SUHGLFWLRQV�ZHUH�UHSRUWHG�LQ�UHODWLRQ�WR�SROLWLFDO�YLVLELOLW\�DQG�LQGXVWU\�HQYLURQPHQWDO�VHQVLWLYLW\�EXW�QRW�LQ�UHODWLRQ�WR�FRQWUDFWLQJ�DQG�PRQLWRULQJ�FRVWV��)XUWKHU�UHVHDUFK�LV�QHHGHG�WR�H[SORUH�WKH�ODWWHU�LQ�RWKHU�FRQWH[WV�JLYHQ�WKDW��DV�QRWHG�E\�*UD\�HW�DO����������LQFRQVLVWHQF\�RI�SULRU�UHVXOWV�LV�QRW�DQ�XQFRPPRQ�IHDWXUH�RI�&65�UHVHDUFK��$V�VXFK��LW�LV�TXLWH�SRVVLEOH�WKDW�WHVWV�RI�WKH�FRQWUDFWLQJ�DQG�PRQLWRULQJ�FRVWV�K\SRWKHVLV�PD\�SURYH�WR�EH�VXFFHVVIXO�LQ�RWKHU�VWXGLHV�ZKLFK�FRYHU�GLIIHUHQW�FRQWH[WV�DQG�RU�GLIIHUHQW� WLPH� SHULRGV�� ,Q� VHHNLQJ� WR� GUDZ� VRPH� JHQHUDO�� RYHUDOO� FRQFOXVLRQV� IURP� WKHVH�UHVXOWV�� D� QXPEHU� RI� REVHUYDWLRQV�PD\� EH�PDGH�� )LUVWO\�� WKH� VXFFHVVIXO� SUHGLFWLRQV� RI� ERWK�($7� DQG� 2/7� OHQG� VXSSRUW� WR� D� JURZLQJ� ERG\� RI� UHVHDUFK� ZKLFK� KDV� KLJKOLJKWHG� WKH�LPSRUWDQFH� RI� IRXU� ILUP� FKDUDFWHULVWLFV�� �L�� LQGXVWU\� DIILOLDWLRQ�� �LL�� KRPH�UHSRUWLQJ� FRXQWU\���LLL��VL]H��L�H��WRWDO�DVVHWV��FDSLWDO�HPSOR\HG�DQG�QXPEHU�RI�HPSOR\HHV���DQG��LY��SURILWDELOLW\��L�H��(%,7���7KH�UHVXOWV�UHSRUWHG�KHUH�SURYLGH�HYLGHQFH�ZKLFK�VKRZ�WKDW�IRU�ODUJH��PDLQODQG�(XURSHDQ�FRPSDQLHV�&('�LV UHODWHG�WR�WKHVH�IRXU�FKDUDFWHULVWLFV��$V�VLPLODU�UHVXOWV�KDYH�EHHQ�UHSRUWHG�HOVHZKHUH�LQ�UHODWLRQ�WR�VWXGLHV�RI�(XURSHDQ�DQG�8.�FRPSDQLHV��$GDPV�HW�DO���������*UD\�HW�DO����������WKLV�JURZLQJ�ERG\�RI�HYLGHQFH�SURYLGHV�VWURQJ�VXSSRUW�WR�WKH�SUHGLFWLRQV�RI� WKHRU\� DQG� FODLPV� RI� SULRU� UHVHDUFKHUV� LQ� D� (XURSHDQ� FRQWH[W�� 6HFRQGO\�� LQ� UHODWLRQ� WR�SURILW��WKH�ILQGLQJV�RI�WKH�SUHVHQW�VWXG\�VXJJHVW�WKDW��FRQWUDU\�WR�SULRU�FODLPV�DQG�WKH�UHVXOWV�RI�SUHYLRXV� VWXGLHV� �VHH�� IRU� H[DPSOH��)UHHGPDQ� DQG� -DJJL�� ������+DFNVWRQ� DQG�0LOQH�� ������/MXQJGDKO������D��E��0RQHYD�DQG�/OHQD���������WKH�SURILWDELOLW\�RI�WKH�FRPSDQ\�GRHV DSSHDU�WR�EH�SRVLWLYHO\�DVVRFLDWHG�ZLWK�&('��7KXV��SULRU�FODLPV�WKDW�SURILWDELOLW\�LV�QRW D�GHWHUPLQLQJ�IDFWRU� RI� FRUSRUDWH� EHKDYLRXU� LQ� WKH� FRQWH[W� RI� HQYLURQPHQWDO� GLVFORVXUH� DSSHDUV� ERWK�SUHPDWXUH� DQG� RYHUVWDWHG��7KLUGO\�� LQ� UHODWLRQ� WR�067�� DOWKRXJK�SULRU� XVH� RI� WKLV� WKHRU\� LQ�&65�UHVHDUFK�UHPDLQV�PDUJLQDO��WKH�UHVXOWV�DV�UHSRUWHG�KHUH�VXJJHVW�WKDW�067�PD\�SURYLGH�D�XVHIXO�KHXULVWLF�ZKHQ�VHHNLQJ�WR�XQGHUVWDQG�WKH�QDWXUH�DQG�FDXVHV�RI�&('�LQ�SDUWLFXODU�DQG�WKXV��E\�LPSOLFDWLRQ��&65�LQ�JHQHUDO�)RXUWKO\�� WKH� VXFFHVVIXO� SUHGLFWLRQV� RI� 2/7� LQ� UHODWLRQ� WR� SROLWLFDO� YLVLELOLW\�� LQGXVWU\�HQYLURQPHQWDO� VHQVLWLYLW\�DQG�SRRU�HQYLURQPHQWDO�SHUIRUPDQFH�UHLQIRUFH�D�JURZLQJ�ERG\�RI�ZRUN� ZKLFK� SUHVHQWV� WKH� OHJLWLPDF\� PDQDJHPHQW� E\� ODUJH� ILUPV� DV� WKH� PRVW� SRSXODU�H[SODQDWLRQ�IRU�YDULDWLRQV�LQ�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUH�ERWK�DFURVV�ILUPV�DQG�RYHU�WLPH��VHH��IRU�H[DPSOH��%XKU��������&DPSEHOO��������'HHJDQ�DQG�5DQNLQ��������2¶'RQRYDQ������D��3DWWHQ��������:LOPKXUVW�DQG�)URVW�����������7KH�UHVXOWV�DOVR�VXSSRUWHG�WKH�SUHGLFWLRQ�WKDW�PDQDJHPHQW�ZRXOG�DWWHPSW�WR�PDQLSXODWH�RU�LQIOXHQFH�VRFLHW\¶V�SHUFHSWLRQV�RI�WKH�ILUP�E\�LQWURGXFLQJ�ELDV�LQWR�KRZ�DQ�LPDJH�RI�WKH�FRUSRUDWLRQ�LV�VRFLDOO\�FRQVWUXFWHG�LQ�UHODWLRQ�WR�HQYLURQPHQW�LVVXHV��+RZHYHU��SUHGLFWLRQV�WKDW�VL]H�ZRXOG�EH�D�PRUH�LPSRUWDQW�PRGHUDWRU�RI�&('� IRU� FRPSDQLHV� LQ� HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV� FRPSDUHG� WR� FRPSDQLHV� LQ� OHVV�HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV� ZHUH� QRW� VXEVWDQWLDWHG�� QRU� ZHUH� FODLPV� WKDW� VRFLDO�SUHVVXUHV� IURP� (1*2V� DUH� SRVLWLYHO\� DVVRFLDWHG� ZLWK� &('�� 7KHVH� WZR� ILQGLQJV� DUH� QRW�LQVLJQLILFDQW� DQG� IXUWKHU� UHVHDUFK� LV� QHHGHG� WR� VXEVWDQWLDWH�PRUH� FOHDUO\� WKH� FODLPV�RI�SULRU�VWXGLHV�LQ�WKHVH�DUHDV��7KH�VL]H�LQGXVWU\�GLVFORVXUH�K\SRWKHVLV��IRU�H[DPSOH��KDV�EHHQ�XVHG�LQ�D� QXPEHU� RI� VWXGLHV� �VHH�� IRU� H[DPSOH�� $GDPV� HW� DO��� ������ 'HHJDQ� DQG� *RUGRQ�� ������
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+DFNVWRQ�DQG�0LOQH��������WR�VXSSRUW�DUJXPHQWV�XQGHU�2/7�DV�WR� WKH�XQGHUO\LQJ�FDXVHV�RI�&65�&('�� 7KH� SUHVHQW� VWXG\� FDVWV� GRXEW� RQ� WKHVH� FODLPV� DQG� WKXV� UDLVHV� TXHVWLRQV� UDWKHU�WKDQ�SURYLGLQJ�FOHDU�FXW�DQVZHUV�ZKHQ�XVLQJ�2/7�WR�H[SODLQ�YDULDWLRQV�LQ�&('�DFURVV�ILUPV��6LPLODUO\��SULRU�FODLPV�WKDW�YDULDWLRQV�LQ�WKH�OHYHO�RI�SUHVVXUH�IURP�HQYLURQPHQWDO�JURXSV�PD\�EH� RQH� RI� WKH� FDXVHV� RI� YDULDWLRQV� LQ� HQYLURQPHQWDO� GLVFORVXUH� DFURVV� FRPSDQLHV� �VHH�� IRU�H[DPSOH��$GDPV�HW�DO��������'HHJDQ�DQG�*RUGRQ��������7LOW��������DUH�QRW�VXSSRUWHG�E\�WKH�UHVXOWV� RI� WKH� SUHVHQW� VWXG\�� $JDLQ�� IXUWKHU� UHVHDUFK� LQWR� WKH� LQIOXHQFH� RI� VRFLDO� DQG�HQYLURQPHQWDO� SUHVVXUH� JURXSV� RQ� &65�&('� LV� QHHGHG� WR� VXEVWDQWLDWH� WKHVH� FODLPV� PRUH�IXOO\���,W� PD\� EH� FRQFOXGHG� WKHUHIRUH� WKDW� HDFK� RI� WKH� WKUHH� WKHRULHV� XVHG� LQ� WKH� SUHVHQW� VWXG\� LV�HPSLULFDOO\�YDOLG��ZKHQ�ZRUNLQJ�ZLWKLQ�WKH�SRVLWLYLVW�WUDGLWLRQ�� VHH�&KDSWHU����7DEOH������LQ�WKH� VHQVH� WKDW� HDFK� WKHRU\� KDV� VRPHWKLQJ� WR� RIIHU� ZKHQ� VHHNLQJ� WR� XQGHUVWDQG� ZK\� ILUPV�YROXQWDULO\� SURYLGH� HQYLURQPHQWDO� GLVFORVXUH��+RZHYHU�� LW� LV� QRW� UHDGLO\� DSSDUHQW� IURP� WKH�UHVXOWV�SUHVHQWHG�KHUH�ZKHWKHU�RQH�WKHRU\�LV�PRUH�KHOSIXO�WKDQ�DQRWKHU�LQ�D�SRO\JORW�FRQWH[W��SDUWO\�EHFDXVH�WKH�SUHGLFWLRQV�RI�HDFK�WKHRU\ ZHUH�RQO\�SDUWLDOO\�IXOILOOHG�DQG�SDUWO\�EHFDXVH�HYHQ�ZKHUH�WKH�SUHGLFWLRQ�ZDV�ZHOO�IRXQGHG�WKH�XQGHUO\LQJ�WKHRUHWLFDO�H[SODQDWLRQ�FDQ�YDU\�IURP�RQH� WKHRU\� WR� DQRWKHU�� ,Q� RWKHU�ZRUGV�� DVVRFLDWLRQV� EHWZHHQ�&('�DQG�RWKHU�YDULDEOHV�PD\�VWLOO�JLYH�ULVH� WR�FRQIXVLRQ�DQG�XQFHUWDLQW\�EHFDXVH�WKH�VDPH�GDWD�VHW�FDQ�WDNH�RQ�TXLWH�GLIIHUHQW�LQWHUSUHWDWLRQV��GHSHQGLQJ�RQ�WKH�FKRVHQ�WKHRUHWLFDO�IUDPHZRUN��HYHQ�WKRXJK�WKHUH�LV�JHQHUDO�DJUHHPHQW�DPRQJVW�UHVHDUFKHUV�IURP�GLIIHUHQW�VWDQGSRLQWV�RQ�WKH�YHUDFLW\�RI�WKH�UDZ�GDWD� LWVHOI� �5\DQ�HW� DO��� �������$V�/MXQJGDKO� �����E�� DUJXHV�� DOWKRXJK� VHYHUDO� VWXGLHV�KDYH�GUDZQ�XSRQ�YDULRXV�WKHRULHV�� H�J��DJHQF\�WKHRU\��VWDNHKROGHU�WKHRU\�DQG�OHJLWLPDF\�WKHRU\��WR�H[SODLQ�WKH�REVHUYHG�UHODWLRQVKLSV�� WKH�VDPH�FRUSRUDWH�FKDUDFWHULVWLFV � H�J��VL]H�� PD\�EH�XVHG�WR�VXSSRUW�DQ\�RQH�RI�WKH�SURSRVHG�WKHRULHV��,QWHU�WKHRU\�FRPSDULVRQV�RI�WKLV�VRUW�FDQQRW�EH�GRQH�LQ�DQ�REMHFWLYH�RU�YDOXH�IUHH�PDQQHU����$V�H[SODLQHG�SUHYLRXVO\��VHH�&KDSWHUV���DQG�����DOO�WKHRULHV�DUH�YDOXH�ODGHQ��+DQVRQ���������FRPLQJ�SUH�ZUDSSHG�LQ�OD\HUV�RI�LGHRORJLFDO�EDJJDJH�WKDW�DGRSW�DVVXPSWLRQV�DERXW�WKH�ZRUOG�DQG�KRZ�WKDW�ZRUOG�IXQFWLRQV�DQG�RU�VKRXOG�IXQFWLRQ���� 7KHVH� YDOXHV� QRW� RQO\� LQIOXHQFH� WKH� UHVHDUFK� SDUDGLJP� DQG� DVVRFLDWHG� WKHRU\�VHOHFWLRQ�SURFHVVHV�EXW�DOVR�WKH GHJUHH�WR�ZKLFK�WKH�µVWRU\¶�WROG�E\�HDFK�WKHRU\�LV�SHUFHLYHG�WR�EH�FRQVLVWHQW�ZLWK�VRPH�DVSHFW�RI�H[WHUQDO�µUHDOLW\¶��7KH�FRQFOXVLRQV�GUDZQ�IURP�DQ\�SLHFH�RI�UHVHDUFK�DUH�EDVHG�RQ�D�SURFHVV�RI�UHDVRQLQJ��VRPH�RI�ZKLFK�LV�FRQGLWLRQDO��WR�VXSSRUW�WKH�OLQH�RI� DUJXPHQW� HPSOR\HG�� ,Q� PRVW� FDVHV�� WKH� FRQFOXVLRQV� GUDZQ� KLQJH� RQ� D� FKDLQ� RI�VXSSRVLWLRQDO� UHDVRQLQJ��HDFK�VXSSRVLWLRQ��L�H��DVVXPSWLRQ��GLIIHULQJ� LQ�WHUPV�RI� LWV�VWUHQJWK�DQG� YDOLGLW\� �5\DQ� HW� DO��� ������� :LWKLQ� WKH� DFFRXQWLQJ� DQG� EXVLQHVV� ILQDQFH� UHVHDUFK�FRPPXQLW\��DJHQF\�WKHRU\�KROGV�D�SURPLQHQW�SRVLWLRQ��SULPDULO\�EHFDXVH�RI�WKH�DVVXPSWLRQV�LW�PDNHV��LQWHU�DOLD��DERXW�KXPDQ�EHKDYLRXU�DQG�WKH�EHKDYLRXU�RI�FDSLWDO�PDUNHWV��VHH�&KDSWHU����� ,Q� FRQWUDVW��&65� UHVHDUFKHUV�JHQHUDOO\� ILQG� VXFK�DVVXPSWLRQV� WRR�QDUURZ�DQG� VLPSOLVWLF�ZKHQ� FRUSRUDWH� GLVFORVXUH� EHKDYLRXU� LV� VHHQ� LQ� D� ZLGHU� VRFLR�SROLWLFDO� FRQWH[W� �VHH�� IRU�H[DPSOH�� *UD\� HW� DO��� ����E�� ��������� 7KXV�� RQH� UHVHDUFKHU� PD\� ZHOO� FRQFOXGH� WKDW� WKH�VXFFHVVIXO� SUHGLFWLRQV� RI� ($7� LQ� UHODWLRQ� WR� SROLWLFDO� YLVLELOLW\� DQG� LQGXVWU\� HQYLURQPHQWDO�VHQVLWLYLW\��DV�UHSRUWHG�KHUH��YHULI\�($7¶V�YDOLGLW\�LQ�H[SODLQLQJ�&('��ZLWK�WKH�XQVXFFHVVIXO�SUHGLFWLRQV� LQ� UHODWLRQ� WR� FRQWUDFWLQJ� DQG� PRQLWRULQJ� FRVWV� VXJJHVWLQJ� WKDW� IXUWKHU� ZRUN� LV�QHHGHG� WR� LPSURYH� WKH� VSHFLILFLW\� RI WKH� WKHRU\� LQ� WKLV� DUHD�� &RQYHUVHO\�� RWKHU� UHVHDUFKHUV�PD\� ILQG� WKH� H[SODQDWLRQ� SURYLGHG� E\� ($7� IRU� &('� DV� LQFRQVLVWHQW� ZLWK� WKHLU� RZQ�SHUFHSWLRQV�RI�WKH�ZRUNLQJV�RI�WKH�µUHDO�ZRUOG¶��SUHIHUULQJ�WKH�H[SODQDWLRQV�SURYLGHG�E\�2/7�



6XPPDU\�DQG�FRQFOXVLRQV

���

7KH�IDFW� WKDW�HDFK�RI� WKH�WKUHH�WKHRULHV��L�H��($7��067�DQG�2/7��XVHG�LQ�WKH�SUHVHQW�VWXG\�SURYLGHG� SUHGLFWLRQV� ZKLFK�ZHUH� QRW� VXSSRUWHG� E\� WKH� UHVXOWV� UHSRUWHG� KHUH� VKRXOG� QRW� EH�LQWHUSUHWHG�DV�D�FKURQLF�UHEXWWDO�RI�WKHVH�WKHRULHV����5DWKHU��LW�LV�SHUKDSV�PRUH�DSSURSULDWH�WR�MXGJH WKHVH�UHVXOWV�LQ�WKH�OLJKW�RI�D�ODUJH�DQG�JURZLQJ�ERG\�RI�&65�UHVHDUFK�ZKLFK�KDV�IDLOHG�WR� HVWDEOLVK� D� FRQVLVWHQW�� XQLTXH� RU� VWDEOH� UHODWLRQVKLS� EHWZHHQ� VRFLDO� DQG� HQYLURQPHQWDO�GLVFORVXUH�DQG�RWKHU�H[SODQDWRU\�YDULDEOHV��VHH��IRU�H[DPSOH��$GOHU�DQG�0LOQH��������*UD\�HW�DO��� ������ 3UHVWRQ�� ������ 8OOPDQQ�� ������� ,QGHHG�� WKH� DEVHQFH� RI� VXFK� D� VWDEOH� RU� XQLTXH�UHODWLRQVKLS�KDV�EHHQ�VXJJHVWHG�DV�SURYLGLQJ�D�VXIILFLHQW�H[SODQDWLRQ�IRU�WKH�LQFRQVLVWHQF\�LQ�SULRU�UHVXOWV��*UD\�HW�DO����������,Q�WKLV�FRQWH[W��LW�LV�SHUKDSV�PRUH�KHOSIXO�WR�WDNH�D�EURDGHU��ORQJ�WHUP� SHUVSHFWLYH� E\� UHFRJQLVLQJ� WKDW� WKH� SKHQRPHQD� RI� &65�&('� DQG� &65HVS� DUH�PDQLIHVWDWLRQV�RI� WKH�YDOXHV�� DWWLWXGHV��QRUPV�DQG�VWDWHV�RI�FRQWHQWPHQW�DQG�VHFXULW\�ZLWKLQ�:HVWHUQ� GHYHORSHG� VRFLHWLHV�ZKLFK� DUH� QRW� VWDEOH� EXW� YDU\� RYHU� WLPH�� LQIOXHQFHG� E\� HYHQWV�DQG�DFWLYLWLHV�WKDW�EULQJ�DERXW�FKDQJHV�LQ�WKH�OHYHO�RI�FXOWXUDO�FRQWHQWPHQW��VRFLDO�DZDUHQHVV�DQG�VHQVH�RI�UHVSRQVLELOLW\����)URP� WKLV� SHUVSHFWLYH�� WKH� H[WHQW� WR� ZKLFK� YDULRXV� SRVVLEOH� IDFWRUV� LQIOXHQFH� RU� FKDQJH�PDQDJHULDO� EHKDYLRXU� LQ� UHODWLRQ� WR� VRFLDO� DQG� HQYLURQPHQWDO� LVVXHV� DW� D�SDUWLFXODU� SRLQW� LQ�WLPH� LV� QRW� FRQVWDQW� EXW� HYHU�FKDQJLQJ�� 7KLV� GRHV� QRW�PHDQ� WKDW� UHVHDUFKHUV� DUH� XQDEOH� WR�H[SODLQ��SUHGLFW�RU�XQGHUVWDQG�ZKLFK�IDFWRUV�DUH�SURPLQHQW�DW�D SDUWLFXODU�SRLQW�LQ�WLPH��EXW�LW�GRHV�PHDQ� WKDW� WKHUH� LV� D� QHHG� WR� DYRLG� DFFHSWLQJ� WKH� FDOFLILHG� YLHZ� WKDW� D� SDUWLFXODU� ILUP�FKDUDFWHULVWLF� RU� VRFLR�SROLWLFDO� LQIOXHQFH�ZLOO�DOZD\V EH� SURPLQHQW� DQG� WKDW�� FRQVHTXHQWO\��RQH�RU�PRUH�SDUWLFXODU� WKHRUHWLFDO� SHUVSHFWLYHV�ZLOO� DOZD\V�EH� UHOHYDQW�RU�KHOSIXO��$V� VXFK��8OOPDQQ¶V� ������� FKDOOHQJH� WR� &65� UHVHDUFKHUV� WR� FRPH� XS� ZLWK� D� FRPSUHKHQVLYH� WKHRU\�H[SODLQLQJ� ZK\ FRPSDQLHV� PDNH� VRFLDO� DQG� HQYLURQPHQWDO� GLVFORVXUHV� PD\� VLPSO\� EH� D�SUDFWLFDO� LPSRVVLELOLW\� EHFDXVH� RI� WKH� FRPSOH[�� PXOWL�IDFHWHG� DQG� PXWDEOH� QDWXUH� RI� WKH�SKHQRPHQRQ� LWVHOI� DQG�RI� WKH�SROLWLFDO�SURFHVVHV�ZKLFK�VXUURXQG� LW��$V�*UD\�HW�DO�� �����E��FRQFOXGH�,W�LV�DSSDUHQW�WR�XV�WKDW�&65�SUDFWLFH�LV�D�FRPSOH[�DFWLYLW\�WKDW�FDQQRW�EH�IXOO\�H[SODLQHG� E\� D� VLQJOH� WKHRUHWLFDO� SHUVSHFWLYH� RU� IURP� D� VLQJOH� OHYHO� RI�UHVROXWLRQ��7KH���� \HDUV� FRYHUHG�E\� WKLV�DUWLFOH�KDYH� VHHQ�PDMRU�FKDQJHV� LQ�WKH�GLVFORVXUH�SUDFWLFHV�RI�8.�FRPSDQLHV�ZKLFK��LQGLYLGXDOO\�DQG�FROOHFWLYHO\��RIIHU� LQVLJKWV� LQWR� FRUSRUDWH�EHKDYLRXU�DQG� WKH� UROH�V�� WKDW� VRFLDO�GLVFORVXUH�SOD\V� LQ� WKDW� EHKDYLRXU�� 7KHUH� LV� OLWWOH� GRXEW� LQ� RXU� PLQGV� WKDW� RWKHU�WKHRUHWLFDO� DQDO\VLV� IURP� GLIIHUHQW� OHYHOV� RI� UHVROXWLRQ� FRXOG� RIIHU� RWKHU�REVHUYDWLRQV�DERXW�WKH�GHYHORSPHQW�RI�8.�VRFLDO�UHSRUWLQJ�SUDFWLFH �S�����:KHWKHU� WKURZLQJ� D� ORW� RI� WKHRULHV� DQG� GDWD� DW� WKH� SUREOHP� LV� WKH� SDQDFHD� VRPH� �VHH�� IRU�H[DPSOH��$GOHU� DQG�0LOQH�� ������ SHUFHLYH� LW� WR� EH� UHPDLQV� TXHVWLRQDEOH��1HYHUWKHOHVV�� WKH�UHVXOWV�RI�WKH�SUHVHQW�VWXG\�VXJJHVW�WKDW��IRU�WKH�WLPH�EHLQJ�DW�OHDVW��H[LVWLQJ�WKHRULHV�GR�KDYH�D�YDOLG�UROH�WR�SOD\�LQ�RIIHULQJ�LQVLJKWV�LQWR�PDQDJHULDO�EHKDYLRXU�LQ�UHODWLRQ�WR�&('��DQG�WKXV��E\�LPSOLFDWLRQ��&65��+RZHYHU��QRWZLWKVWDQGLQJ�WKH�IDFW�WKDW�YDULDWLRQV�LQ�&('�DFURVV�ILUPV�GR�VHHP�WR�EH�UHODWHG�WR�D�ILUP¶V�KRPH�UHSRUWLQJ FRXQWU\��VL]H��SURILWV�DQG�LQGXVWU\�DIILOLDWLRQ��LWV�HQYLURQPHQWDO�SHUIRUPDQFH��DQG�LWV�SHUFHSWLRQV�RI�VWDNHKROGHU�SHUIRUPDQFH��WKH�DPRXQW�RI�YDULDELOLW\� LQ� GLVFORVXUH� H[SODLQHG� E\� WKHVH� SDUWLFXODU� FKDUDFWHULVWLFV� DQG� LQIOXHQFHV� VXJJHVW�WKDW� RWKHU� IDFWRUV DUH� DOVR� DW� ZRUN�� ,Q� VHHNLQJ� WR� LGHQWLI\� VRPH� RI� WKHVH� RWKHU� H[SODQDWRU\�IDFWRUV�� /MXQJGDKO� �����D�� E��� EDVHG� RQ� D� VHULHV� RI� ��� LQWHUYLHZV� ZLWK� UHSUHVHQWDWLYHV� RI�
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6ZHGLVK� FRPSDQLHV� KDYLQJ� D� UHODWLYHO\� ZHOO�GHYHORSHG� HQYLURQPHQWDO� UHSRUWLQJ� KLVWRU\��LGHQWLILHG�IDFWRUV��ERWK�LQWHUQDO�DQG�H[WHUQDO��DIIHFWLQJ�WKH�GHFLVLRQ�WR�GLVFORVH�HQYLURQPHQWDO�LQIRUPDWLRQ��7KH�UHVXOWV�RI�/MXQJGDKO¶V�VWXG\�DUH�VXPPDULVHG�LQ�7DEOH������EHORZ��%DVHG�RQ�WKH�UHVXOWV�RI�KLV�LQWHUYLHZV��/MXQJGDKO������E��S����VWDWHV�³«�ERWK�FRPSDQ\�LQWHUQDO�IDFWRUV�DQG� H[WHUQDO� LQVWLWXWLRQDO� IDFWRUV� DUH� LPSRUWDQW� LQ� H[SODLQLQJ� FRPSDQLHV¶� GLVFORVXUH�EHKDYLRXU�´� /MXQJGDKO� DOVR� IRXQG� WKDW� WKH� QXPEHU� RI� ILUVW� WLPH� DGRSWHUV�� L�H�� FRPSDQLHV�UHSRUWLQJ�RQ�HQYLURQPHQWDO�LVVXHV�IRU�WKH�ILUVW�WLPH��LQFUHDVHG UDSLGO\�RYHU�WLPH�DQG�WKHUHIRUH�VXJJHVWHG� WKDW� WKHUH� PD\� EH� VRPH� GLIIXVLRQ� SURFHVV� WDNLQJ� SODFH� LQ� YDULRXV� UHFRJQLVDEOH�SKDVHV��VLPLODU�WR�WKDW�LQ�WKH�FDVH�RI�LQQRYDWLRQ�GLIIXVLRQ�WKHRU\��VHH�5RJHUV��������
7DEOH�����)DFWRUV�DIIHFWLQJ�WKH�GHFLVLRQ�WR�GLVFORVH�HQYLURQPHQWDO�LQIRUPDWLRQ([WHUQDO�LQVWLWXWLRQDO�IDFWRUV�PRWLYHV ,QWHUQDO�IDFWRUV�PRWLYHV
y 0HGLD�LQWHUHVW�DQG�SXEOLF�RSLQLRQ y0DQDJHPHQW�LQWHUHVW�DQG�VXSSRUWy &XVWRPHU�SUHVVXUH�DQG�TXHVWLRQV y3UHVHQFH�RI�PDQDJHULDO�µFKDQJH�DJHQWV¶y &RPSHWLWRUV¶�UHSRUWLQJ�SUDFWLFH y:HOO�GHYHORSHG�HQYLURQPHQWDO�RUJDQL]DWLRQy 3UHVVXUH�DQG�SUDLVH�IURP�(1*2V y$FWLYH�FRPSDQ\�UHSRUWLQJ�VWUDWHJ\y (QYLURQPHQWDO�UHSRUWLQJ�DZDUGV y&RPSHWLWLYH�DGYDQWDJH�± LPSURYHG�LPDJHy7RZDUGV�µVXVWDLQDELOLW\¶

6RXUFH��/MXQJGDKO������E�/MXQJGDKO�DUJXHV� WKDW� ILUVW� WLPH�DGRSWHUV�RI�HQYLURQPHQWDO�UHSRUWLQJ�WDNH�XS�WKLV�SUDFWLFH�DW�GLIIHUHQW� VWDJHV�GHSHQGLQJ�RQ� WKH�YDULRXV� IDFWRUV� LGHQWLILHG� LQ�7DEOH������DERYH��VXJJHVWLQJ�WKDW�� «� WKH� LQWHUQDO� RUJDQL]DWLRQ� DQG� VWUDWHJLF� IDFWRUV� DUH� PRVW� HYLGHQW� LQ� WKH�UHODWLYHO\�HDUO\�DGRSWHUV�DQG� WKH� ODWH�DGRSWHUV�DUH�PRUH�DIIHFWHG�E\�H[WHUQDO�LQVWLWXWLRQDO�IDFWRUV�����>WKH�ODWWHU@�ZRXOG�DSSHDU�WR�EH�LPSRUWDQW�LQ�H[SODLQLQJ�WKH�UDSLG�GLIIXVLRQ�RI�(5�SUDFWLFH�LQ�WKH�PLG�����V �����E��S����:KLOVW�/MXQJGDKO¶V�DQDO\VLV�LV�KHOSIXO��LW�GRHV�QRW�GLPLQLVK�WKH�YDOXH�RI�RWKHU�VWXGLHV�ZKLFK�KDYH� IRXQG�VWURQJ�DVVRFLDWLRQV�ZLWK� ILUP�FKDUDFWHULVWLFV�DQG�&65�&('��5DWKHU�� LW� LQFUHDVHV�WKH�FKRLFH�RI�SRVVLEOH�LQIOXHQFLQJ�IDFWRUV�DYDLODEOH�WR�UHVHDUFKHUV�VHHNLQJ�WR SUHGLFW��H[SODLQ�DQG� XQGHUVWDQG� VRFLDO� DQG� HQYLURQPHQWDO� GLVFORVXUH�� )URP� WKLV� SHUVSHFWLYH�� WKH� FKDOOHQJH�FRQIURQWLQJ� WKRVH� ZKR� HPSOR\� K\SRWKHWLFR�GHGXFWLYH� UHVHDUFK� PHWKRGV� VXFK� DV� ORJLFDO�SRVLWLYLVP�WR�LQYHVWLJDWH��HPSLULFDOO\��VSHFLILF�UHODWLRQVKLSV�XQGHU�WKHRU\��VHH�&KDSWHU����LV�WR�GHYHORS� REVHUYDEOH� VXUURJDWHV�ZKLFK� VXFFHVVIXOO\� FDSWXUH� WKHVH� RWKHU� H[SODQDWRU\� YDULDEOHV�IRU�WKH�SXUSRVHV�RI�VWDWLVWLFDO�PRGHOOLQJ��6XFK�RWKHU�YDULDEOHV�KDYH�DOUHDG\�EHHQ�VXJJHVWHG�LQ�SULRU� UHVHDUFK�� LQFOXGLQJ� H[WHUQDO� LQVWLWXWLRQDO� IDFWRUV� �/MXQJGDKO�� ����D�� E��� RUJDQL]DWLRQDO�FXOWXUH� �&UDQH�� ������ )LOLRV�� ������ DQG� HWKLFDO� UHODWLYLVP� �/HZLV� DQG� 8QHUPDQ�� �������6LPLODUO\��SULRU�DFFRXQWLQJ�UHVHDUFK�KDV�VXJJHVWHG�WKH�LQIOXHQFH�RI�GLVWLQFWLYH�IDFWRUV�ZLWKLQ�VSHFLILF� FXOWXUDO FRQWH[WV� ZKLFK� QRW� RQO\� KDYH� VZD\� LQ� WHUPV� RI� ERWK� PDQDJHPHQW� DQG�DFFRXQWLQJ�SUDFWLFHV��VHH��IRU�H[DPSOH��+RIVWHGH��������������*UD\�������EXW�DOVR�LQ�WHUPV�RI�WKH�VRFLDO�SUHVVXUHV�RQ�FRUSRUDWLRQV�WR�EHKDYH�LQ�VRFLDOO\�UHVSRQVLEOH�ZD\V��VHH��IRU�H[DPSOH��'RXJODV�DQG�:LOGDYVN\��������0F&RUPLFN��������0XOOHU�5RPPHO���������+RZHYHU��ZKLOVW�
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WKH� PRGHOOLQJ� RI� VXFK� UHODWLRQVKLSV� PD\�� SRWHQWLDOO\� DW� OHDVW�� VLJQLILFDQWO\� LPSURYH� RXU�XQGHUVWDQGLQJ� DV� WR� WKH� QDWXUH� DQG� FDXVHV� RI�&('�� VHULRXV� GRXEWV� H[LVW� RYHU�ZKHWKHU LW� LV�SRVVLEOH�WR�PHDVXUH�WKHVH�HOHPHQWV�ZKHQ�HPSOR\LQJ�K\SRWKHWLFR�GHGXFWLYH�UHVHDUFK�PHWKRGV��*UD\�HW�DO����������$V�VXFK��RWKHU� UHVHDUFK�PHWKRGV�ZKLFK�FXUUHQWO\� OLH�RXWVLGH�RI� µQRUPDO�VFLHQFH¶�PD\�SURYLGH�DOWHUQDWLYH�VWRULHV�ZKLFK�DGG�WR�RXU�RYHUDOO�XQGHUVWDQGLQJ�RI�ZKDW�LV�D�FRPSOH[�SKHQRPHQRQ���6XFK�DQ�DOWHUQDWLYH�DSSURDFK�WR�K\SRWKHWLFR�GHGXFWLYH�UHVHDUFK�ZDV�SUHVHQWHG�LQ�&KDSWHU����ZKHUH� LQWHUSUHWLYH� DQDO\VLV� �VHH�&KDSWHU� ��� 6HFWLRQ� �����ZDV� HPSOR\HG� IRU� WKH� SXUSRVHV� RI�LQWHUSUHWLQJ� WUHQGV� LQ�&('�RYHU� WKH�SHULRG������ WR������� ,QWHUSUHWLYH�� ORQJLWXGLQDO�DQDO\VLV�HVVHQWLDOO\�LQYROYHV�LQWHUSOD\�EHWZHHQ�GDWD�DQG�WKHRU\��VHDUFKLQJ�IRU�WUHQGV�DQG�WKHQ�WU\LQJ�WR�LQWHUSUHW� WKRVH� WUHQGV� EDVHG� RQ� FHUWDLQ�D� SULRUL XQGHUVWDQGLQJV� DERXW� UHODWLRQVKLSV� EHWZHHQ�RUJDQL]DWLRQV� DQG� VRFLHW\�� 7KHVH� D� SULRUL DVVXPSWLRQV� DUH� XVHG� WR� IRUPXODWH� JHQHUDO�XQGHUVWDQGLQJV� DERXW� WKH� FKDQJHV� WKDW� DUH� WDNLQJ� SODFH�ZLWKLQ� VRFLHW\� RYHU� D� VSHFLILF� WLPH�SHULRG� DQG� WKH� PDLQ� GHWHUPLQDQWV� RI� WKRVH� FKDQJHV�� ,Q� &KDSWHU� ���� WKH� REVHUYHG� WUHQG RI�LQFUHDVLQJ�OHYHOV�RI�HQYLURQPHQWDO�GLVFORVXUH�E\�ODUJH�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�RYHU�WKH�SHULRG�RI� WKH�VWXG\�ZDV�SUHVHQWHG�DJDLQVW�D�EDFNGURS�RI�ULVLQJ�LQWHUQDWLRQDO�FRQFHUQV�LQ�UHODWLRQ� WR� HQYLURQPHQWDO� DQG� VRFLDO� LVVXHV� DQG� D� QXPEHU� RI� NH\� LQWHUQDWLRQDO� SURJUDPPHV�WRZDUGV� VXVWDLQDEOH�GHYHORSPHQW��7KH� ODWWHU�ZDV�SUHVHQWHG�DV� WKH�RYHUDUFKLQJ�SXEOLF�SROLF\�LVVXH� RI� WKH� SUHVHQW� WLPH�� DGGUHVVLQJ� WKH� UHODWLRQVKLS� EHWZHHQ� KXPDQNLQG� DQG� WKH�HQYLURQPHQW� DQG� WKH� DVVRFLDWHG� UHVSRQVLELOLWLHV� WKDW� JR� ZLWK� KXPDQNLQG¶V� UROH� DV� WKH� VHOI�DSSRLQWHG�� VROH� WUXVWHH� RI� WKH� SODQHW�� )URP� WKLV� SHUVSHFWLYH�� HDFK� RI� WKH� IRXU� WKHRULHV� �L�H���($7��067��2/7�DQG�3($7��ZDV�HPSOR\HG�WR�SURYLGH�DQ�DFFRXQW�RU�µVWRU\¶�RI�WKH�LQFUHDVLQJ�WUHQG� LQ� WKH� SRSXODULW\� DQG� DPRXQW� RI� &('� RYHU� WKH� SHULRG� ����� WR� ������ (DFK� RI� WKHVH�GLIIHUHQW�µVWRULHV¶�KDV�YDOXH�LQ�LWV�RZQ�ULJKW��DOWKRXJK�WKH�H[WHQW�WR�ZKLFK�RQH�LV�FRQYLQFHG�E\�WKH� H[SODQDWLRQV�RIIHUHG�E\� WKHP�XOWLPDWHO\�GHSHQGV�RQ� D� FKRVHQ� VHW� RI�YDOXHV��EHOLHIV�DQG�DVVXPSWLRQV��$�VLPSOH��QDUURZ� QHR�FODVVLFDO�HFRQRPLFV�LQWHUSUHWDWLRQ�RI�WUHQGV��IRU�H[DPSOH��PD\� VHHP� SHUIHFWO\� UDWLRQDO� LQ� D�PDUNHWV�EDVHG� FRQWH[W� DPLGVW� JURZLQJ� FRQFHUQV� IURP� WKH�LQYHVWPHQW�FRPPXQLW\�RYHU�SRVVLEOH�QHJDWLYH�FDVK�IORZ�DQG� WKXV�VKDUH�YDOXH�FRQVHTXHQFHV�DULVLQJ� IURP� WRXJKHU� HQYLURQPHQWDO� SURWHFWLRQ� PHDVXUHV�� 7KLV� DUJXPHQW� FDQ� EH� H[WHQGHG�IXUWKHU� WR� LQFRUSRUDWH� RWKHU� µQRQ�PDUNHW¶� VWDNHKROGHUV� VXFK� DV� HPSOR\HHV�� FRQVXPHUV��FXVWRPHUV�DQG� WKH�JHQHUDO�SXEOLF�XQGHU�067��ZKHUHE\�&('�WDNHV�RQ� WKH�UROH�RI�DSSHDVLQJ�WKH�FRQFHUQV�RI�WKH�ZLGHU�VRFLHW\�ZKR�DUH�SHUFHLYHG�DV�EHLQJ�DEOH�WR�DVVLVW�RU�KXUW�WKH�ILUP�LQ�WHUPV� RI� LWV� ORQJ�WHUP� VWUDWHJLF� REMHFWLYHV�� ,Q� FRQWUDVW�� WKH� DFFRXQW� RIIHUHG� E\� ERXUJHRLV�SROLWLFDO�HFRQRP\��2/7��SODFHV�HPSKDVLV�RQ�WKH�ZD\�LQ�ZKLFK�&('�LV�XVHG�WR�PDQLSXODWH�WKH�SHUFHSWLRQV�RI�WKH�UHOHYDQW�SXEOLFV��WKH�RYHUZKHOPLQJ�DEVHQFH�RI�EDG�QHZV�DV�UHSRUWHG�LQ�WKH�SUHVHQW� VWXG\� EHLQJ� VHHQ� DV� SDUW� RI� D� OHJLWLPDWLRQ� VWUDWHJ\� DLPHG� DW� FRQVWUXFWLQJ� DQ�HQYLURQPHQWDOO\�EHQLJQ�LPDJH�RI�WKH�ILUP�8QGHU� D� ORQJLWXGLQDO� DQDO\VLV�� WKH� SUHVHQW� VWXG\� UHSRUWHG� D� VLJQLILFDQW� LQFUHDVH� LQ� WKH� RYHUDOO�OHYHO�RI�&('�E\�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�RYHU�WKH�SHULRG��WKH�PHDQ�QXPEHU�RI�SDJHV�ULVLQJ� IURP� MXVW� WKUHH� SDJHV� LQ� ����� WR� DOPRVW� ��� SDJHV� LQ� ����� �&KDSWHU� ����7DEOH� �������+RZHYHU��LQ�FRPSDULVRQ�WR�WKH�WRWDO�YROXPH�RI�LQIRUPDWLRQ�GLVFORVHG��WKH�DPRXQW�RI�&('�ZDV�UHODWLYHO\�VPDOO��� :KHWKHU�LW�LV�DSSURSULDWH�WR�H[SHFW�KLJKHU OHYHOV�RI�HQYLURQPHQWDO�GLVFORVXUH�WKDQ�WKRVH�UHSRUWHG�KHUH�GHSHQGV�RQ�RQH¶V�YLHZSRLQW��)RU�H[DPSOH��LW�PLJKW�EH�DUJXHG�WKDW�DQ�DYHUDJH�RI����SHU�FHQW�E\�YROXPH�RI�UHSRUWLQJ�VSDFH�GHYRWHG�WR�&('�LQ�������������SDJHV�RI�RXW�RI�D� WRWDO�RI��������SDJHV�� LV�DERYH H[SHFWDWLRQV��SDUWLFXODUO\�IRU�D�VWXG\�ZKLFK�LQFOXGHG�
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ILUPV� LQ� WKH� OHVV� HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV� DQG� ZKLFK� PD\� KDYH� QR� SULYDWH�LQIRUPDWLRQ�WR�GLVFORVH�EHFDXVH�RI�WKH�IDFW�WKDW��LQWHU�DOLD��WKHUH�ZHUH�QR�PDMRU�HQYLURQPHQWDO�SUREOHPV� IRU� WKHVH� ILUPV� WR� UHSRUW�� +RZHYHU�� WKH� VFHQDULR� RI� QR� HQYLURQPHQWDO� SUREOHPV� WR�UHSRUW� VHHPV� XQUHDOLVWLF�� 7KHUH� KDV� EHHQ�ZLGHVSUHDG� NQRZOHGJH� RI� VLJQLILFDQW� HQYLURQPHQWDO�SUREOHPV�UHODWHG�WR�FRQVXPSWLRQ�SDWWHUQV�DQG�:HVWHUQ�OLIH�VW\OHV�VLQFH�WKH�ODWH�����V��PDQ\�RI�ZKLFK� ZHUH� WKH� VXEMHFW� RI� LQWHUQDWLRQDO� YROXQWDU\� DJUHHPHQWV� DQG� SURWRFROV� �VHH� &KDSWHU� ���6HFWLRQ�����DQG�&KDSWHU�����7DEOH��������,Q�DGGLWLRQ��DV�D�UHVXOW�RI�WKH�QDWLRQDO�SROLFLHV�RI�WKH�JRYHUQPHQWV� RI� (8� 0HPEHU� 6WDWHV� (XURSHDQ� ILUPV� LQ� ERWK� HQYLURQPHQWDOO\�VHQVLWLYH� DQG�OHVV� HQYLURQPHQWDOO\�VHQVLWLYH� LQGXVWULHV KDYH�KDG� WR� DGGUHVV� D�KRVW� RI� HQYLURQPHQWDO� LVVXHVDQG� WKXV�� RVWHQVLEO\�� KDYH� ODUJH� DPRXQWV� RI� LQWHUQDO� GDWD� DYDLODEOH� WR� GLVFORVH� WR� WKH� SXEOLF�VKRXOG� WKH\�FKRRVH� WR�GR�VR��:KHWKHU� WKH�UHVXOWLQJ�OHYHOV�RI�GLVFORVXUH�PDWFK�WKH�VHULRXVQHVV�ZKLFK�WKHVH�LVVXHV�GHVHUYH�LV�D�PXFK�PRUH�VXEMHFWLYH�PDWWHU��0RUHRYHU��ZKLOVW�LQFUHDVHG�OHYHOV�RI�&('�PD\� LPSO\� WKDW� ILUPV�JLYH�KLJKHU�SULRULW\� WR� HQYLURQPHQWDO� LVVXHV� LQ� WKHLU�GLVFORVXUH�VWUDWHJLHV�� LW� GRHV� QRW� LPSO\� WKDW� LW� OHDGV� WR� LPSURYHG� OHYHOV� RI� HQYLURQPHQWDO� SHUIRUPDQFH��3ULRU�VWXGLHV��VHH��IRU�H[DPSOH��)HNUDW�HW DO���������5LFH��������:LVHPDQ��������KDYH�IRXQG�QR�DVVRFLDWLRQ�EHWZHHQ�&('�DQG�HQYLURQPHQWDO�SHUIRUPDQFH��6XFK�ILQGLQJV�LOOXVWUDWH�WKH�SRWHQWLDO�DEXVH� RI� HQYLURQPHQWDO� GLVFORVXUH� LQ� FRQVWUXFWLQJ� D� SRVLWLYH�� EHQLJQ� LPDJH� RI� WKH� ILUP� DQG�KLJKOLJKW� WKH�VRFLR�SROLWLFDO��UDWKHU� WKDQ�GHFLVLRQ�XVHIXOQHVV�RU�DFFRXQWDELOLW\��IXQFWLRQ�VHUYHG�E\�FRUSRUDWH�UHSRUWV�DV�SDUW�RI�WKH�WRWDO�DUVHQDO�RI�ODQJXDJH��LPDJHV�DQG�UKHWRULF�XVHG�IRU�WKH�SXUSRVHV�RI�VRFLDO�OHJLWLPDWLRQ�,Q� WKH�FRQWH[W�RI� WKH� ODWWHU�� WKH�DFFRXQW�RIIHUHG�E\�3($7�VXJJHVWV� WKDW�UDWKHU� WKDQ�IRFXV�RQ�WKH� WHFKQLFDO� DVSHFWV� RI� WKH� GLVFRXUVH�� L�H�� LQ� WHUPV� RI� WKH� TXDOLW\� DQG� VXEMHFW�PDWWHU� RI�GLVFORVXUH�� FRQFHUQ� VKRXOG� EH� ZLWK� KRZ� GLVFORVXUH� PD\� EH� XVHG� WR� SUHVHUYH� WKH� SUHVHQW�KHJHPRQ\�LQ�ZKLFK�WKH�UROH�RI�EXVLQHVV�LQ�D�FDSLWDOLVW�RZQLQJ�GHPRFUDF\�LV�DV�FXVWRGLDQV�RI�ZHDOWK�FUHDWLRQ�� WKH�PDUNHW� SODFH� DQG�ZHOIDUH� IXQFWLRQV��8QGHU� WKH� ODWWHU� DQDO\VLV�� &('� LV�DVVXPHG� WR� VHUYH� D� PXFK� PRUH� SHUYDVLYH� DQG� GLVFRQFHUWLQJ� UROH� LQ� GLVWUDFWLQJ� VRFLHW\¶V�DWWHQWLRQ� DZD\� IURP D� µFULVLV� RI� FDSLWDOLVP¶� DV� UHSUHVHQWHG� E\� WKH� FKDOOHQJHV� ZKLFK� DQ\�VHULRXV�DSSURDFK�WR�VXVWDLQDELOLW\�SRVHV�WR�WKH�EXVLQHVV�KHJHPRQ\��7KDW�LV��LI�WKH�RYHU�DUFKLQJ�VRFLR�SROLWLFDO� IUDPHZRUN�ZLWKLQ�ZKLFK�&('�LV�VWXGLHG� LV�RQH�ZKLFK�DGGUHVVHV�KHDG�RQ�WKH�VHULRXV� LVVXHV� UDLVHG� E\� D� JHQXLQHO\� DOWUXLVWLF� FRQFHUQ� ZLWK� LVVXHV� RI� VRFLDO� MXVWLFH� DQG�HFRORJLFDO�SURWHFWLRQ��ZKDW�PDWWHUV�LV�QRW WKH�HIIRUWV�RI�WKH�EXVLQHVV�RUJDQL]DWLRQ�WR�LPSURYH�WKH�HFR�HIILFLHQF\�RI�LWV�SURGXFWLRQ�SURFHVVHV�DQG�SURGXFWV�RU�WKH�TXDOLW\�RI�LWV�HQYLURQPHQWDO�PDQDJHPHQW� LQIRUPDWLRQ� V\VWHPV�� GHVSLWH� WKH� REYLRXV�HFRQRPLF EHQHILWV�� EXW� WKH� H[WHQW� WR�ZKLFK�� LQ� UXQQLQJ� WKH�EXVLQHVV� DORQJ�QRUPDO� FRPPHUFLDO� OLQHV�� L�H�� LQ�DFFRUGDQFH�ZLWK� µWKH�UXOHV�RI�WKH�JDPH¶��WKH�ILUP�KDV�LPSURYHG�RU�ZRUVHQHG QRQ�HFRQRPLF�DVSHFWV�RI�KXPDQ�DQG�QRQ�KXPDQ� OLIH� DV� GHILQHG� E\� D� FRPPLWPHQW� WR� VRFLDO� MXVWLFH� DQG� HFRORJLFDO� SUHVHUYDWLRQ��6XFK�D�SHUVSHFWLYH�FKDOOHQJHV�QRW�MXVW�WKH�SULYLOHJHG�SRVLWLRQ�RI�WKH�EXVLQHVV�RUJDQL]DWLRQ�EXW�DOVR� WKH� UROH� RI� RWKHU� LQVWLWXWLRQDOLVHG� VWUXFWXUHV� VXFK� DV� JRYHUQPHQW� DQG� DFFRXQWDQF\� LQ�VXSSRUWLQJ�VXFK�SULYLOHJHV��$GDPV�HW�DO�� �������� IRU�H[DPSOH��DUJXH� WKDW�&65�&('�PD\�EH�XVHG� QRW� MXVW� WR� LPSURYH� WKH� LPDJH� RU� UHSXWDWLRQ� RI� WKH� FRPSDQ\� EXW�PD\� DOVR� EH� VHHQ� DV�EHLQJ�XVHIXO�DV�IDU�DV�QDWLRQDO�JRYHUQPHQWV�DUH�FRQFHUQHG�,I� FRPSDQLHV� YROXQWDULO\� GLVFORVH� LQIRUPDWLRQ�� QRW� RQO\� PD\� WKH\� UHGXFH�H[WHUQDO�RU�SXEOLF�GHPDQGV�IRU�JUHDWHU�FRQWUROV�RQ�WKHLU�IUHHGRP�RI�DFWLRQ��EXW�WKH�*RYHUQPHQW�PD\�DOVR�EH�DEOH�WR�XVH�VXFK�GLVFORVXUHV�DV�D�MXVWLILFDWLRQ�IRU�QRW� LQWURGXFLQJ� PRUH� VRFLDO� OHJLVODWLRQ� RU� UHJXODWLRQV�� «� 7KXV� YROXQWDU\�
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GLVFORVXUH� KDV� OLWWOH� WR� GR� ZLWK� VRFLDO� UHVSRQVLELOLW\� DQG� DFFRXQWDELOLW\�� EXW�PD\�EH� VHHQ�DV�D�XVHIXO�ZD\�RI�UH�HQIRUFLQJ WKH�*RYHUQPHQW¶V� µIUHH�PDUNHW¶�LGHRORJ\�DQG�DQWL�OHJLVODWLYH�VWDQFH �S�����)URP�WKLV SHUVSHFWLYH��D�IRFXV�RQ�WKH�EXVLQHVV�RUJDQL]DWLRQ�LV�IXQGDPHQWDOO\�PLVSODFHG�VLQFH�WKH�µSUREOHP¶�LV�QRW�WKH�ILUP�EXW�WKH�VRFLDO�V\VWHP�LWVHOI��L�H��JOREDO��LQGXVWULDO�FDSLWDOLVP��$W�D�VWUXFWXUDO�OHYHO��3($7�SHUFHLYHV�&('�DV�D�VRXUFH�RI�SROLWLFDO�SRZHU�XVHG�E\�µELJ�EXVLQHVV¶��ZLWK�WKH�VXSSRUW�RI�QDWLRQDO�*RYHUQPHQWV��WR�SUHVHUYH�H[LVWLQJ�VRFLDO�LQHTXDOLWLHV�DQG�ZHDOWK�DV\PPHWULHV� WKURXJK� GRPLQDWLRQ�� H[SORLWDWLRQ�� GHSULYDWLRQ�� PDQLSXODWLRQ�� PHGLDWLRQ��VXSSUHVVLRQ��P\VWLILFDWLRQ�DQG�REIXVFDWLRQ��,Q�RWKHU�ZRUGV��LUUHVSHFWLYH�RI�WKH�HQYLURQPHQWDO�GLVFORVXUH�E\�WKH�PDQDJHPHQW��LW�LV�WKH�OHJLWLPDF\�RI�WKH�VRFLDO�V\VWHP�LWVHOI�QRW�WKH�EXVLQHVV�RUJDQL]DWLRQ�ZKLFK� WURXEOHV� D� FODVVLFDO� SROLWLFDO� HFRQRP\� SHUVSHFWLYH��+HQFH��ZKLOVW� LW� KDV�EHHQ�DUJXHG�WKDW�D�VHULRXV�DSSURDFK�WR�VXVWDLQDELOLW\ LV�LQ�WKH�ORQJ�WHUP�LQWHUHVWV�RI�EXVLQHVVDQG�WKXV�LQYHVWRUV��VHH��IRU�H[DPSOH��(ONLQJWRQ��������������=DGHN�HW�DO����������WKH�SULPDU\�FRQFHUQ�IURP�DQ�HFRQRPLFV��DV�RSSRVHG�WR�DQ�HFRORJLFDO��SHUVSHFWLYH�LQ�WKLV�FRQWH[W�LV�ZLWK�HFRQRPLF�HIILFLHQF\��VHH��IRU�H[DPSOH��+ROOLGD\�HW�DO���������:%&6'���������7R�WKH�H[WHQW�WKDW� WKHVH� HFRQRPLF JRDOV� FDQ� EH� DFKLHYHG� WKURXJK� LPSURYHG� HQYLURQPHQWDO� SROLFLHV��SURJUDPPHV� DQG� PDQDJHPHQW� V\VWHPV� DQG� WKH� LPSURYHG� HQYLURQPHQWDO� SHUIRUPDQFH� RI�SURGXFWV� DQG� SURFHVVHV� DW� D� FRUSRUDWH� OHYHO� �&KDSWHU� ���� )LJXUH� ������� WKUHDWV� WR� WKH� VRFLDO�V\VWHP�LWVHOI�WKURXJK�D�VWURQJ�FRQVWUXFWLRQ�RI�VXVWDLQDELOLW\�HLWKHU�GR�QRW�HQWHU�LQWR�WKH�GHEDWH�RU�DUH�SUHYHQWHG�IURP�GRLQJ�VR��VHH��IRU H[DPSOH��%HGHU��������*UD\�HW�DO���������.UXW�DQG�*OHFNPDQ��������.UXW�DQG�0RUHW]��������:HOIRUG����������7KXV��ZKLOVW�DQ�HPSLULFDO�DQDO\VLV�PD\�RIIHU�XVHIXO�LQVLJKWV�LQWR�WKH�FDXVHV�RI�DQG�WUHQGV�LQ�&('�RYHU�WLPH��WKH�XQGHUO\LQJ�QDWXUH�RI�WKHVH�FDXVHV�DQG�WUHQGV�PD\�VLPSO\�IRUP�SDUW�RI�DQ�HODERUDWH�FORDNLQJ�H[HUFLVH��&('�EHLQJ�WKH�µ(PSHURU¶V�QHZ�FORWKHV¶��ZKLFK�VHHNV�WR�GLVWUDFW�DWWHQWLRQ�DZD\�IURP�PRUH�FULWLFDO� LVVXHV� WKDW�UDLVH� LPSRUWDQW�DQG�GLVWXUELQJ�TXHVWLRQV�DERXW�WKH�PRUDO� MXVWLILFDWLRQ�RI� WKH�H[LVWLQJ�EXVLQHVV�VRFLHW\�KHJHPRQ\�� ,Q� WKDW�FRQWH[W�� LQFUHDVHG�OHYHOV�RI�&('�E\�ERWK�%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�RYHU�WKH�SHULRG�RI�WKH�VWXG\��WKH�YDVW�PDMRULW\� RI�ZKLFK� GRHV� QRW� SUHVHQW� WKH� FRPSDQ\� LQ� D�QHJDWLYH� OLJKW�� DUH� HQWLUHO\� FRQVLVWHQW�ZLWK�WKH�SHUVSHFWLYH�WKDW�VXFK�GLVFORVXUH�KDV�D�VRFLR�SROLWLFDO�UROH�DW�D�PDFUR�HFRQRPLF�OHYHO�ZKLFK� KDV� OLWWOH� RU� QRWKLQJ� WR� GR� ZLWK� LVVXHV� RI� FRUSRUDWH� VRFLDO� UHVSRQVLELOLW\� DQG�DFFRXQWDELOLW\�� ,W� LV� WKLV� FULWLFDO�� SROLWLFDO� HFRQRP\� SHUVSHFWLYH� ZKLFK� FKDOOHQJHV� DQG�VHULRXVO\� TXHVWLRQV� PXFK� RI� WKH� DUJXPHQWV� XQGHUO\LQJ� WKH� UHFHQW� XSVXUJH� LQ� LQWHUHVW� LQ�FRUSRUDWH� VRFLDO� DQG� HQYLURQPHQWDO� UHVSRQVLELOLW\� DQG� UHSRUWLQJ� IURP� YDULRXV� VHFWLRQV� RI�VRFLHW\��LQFOXGLQJ�QDWLRQDO�JRYHUQPHQWV��WKH�DFFRXQWDQF\�SURIHVVLRQ�DQG�RWKHU�VHOI�DSSRLQWHG�ERGLHV�VXFK�DV�&65�(XURSH��)((��*5,��,6($�DQG�6XVW$LQDELOLW\�ZKR�FODLP�WR�EH�DFWLQJ�LQ�WKH�SXEOLF� LQWHUHVW��5DWKHU� WKDQ� LQFUHDVH�FRUSRUDWH�VRFLDO�UHVSRQVLELOLW\�DQG�DFFRXQWDELOLW\��D�µFODVVLFDO¶� �L�H�� 0DU[LDQ�� SROLWLFDO� HFRQRP\� SHUVSHFWLYH� DUJXHV� WKDW� WKH� DFWLYLWLHV� RI� VXFK�RUJDQL]DWLRQV�PHUHO\�IRUP�SDUW�RI�ZKDW�PD\�EH�WHUPHG�WKH�ERXUJHRQLQJ��ERXUJHRLV�ED]DDU�IRU�H[FXVHV� ZKLFK� SHUPLWV� FDSLWDOLVP�� VXSSRUWHG� E\� SDVVLYH� QDWLRQDO� JRYHUQPHQWV�� WR� HYDGH��DYRLG� DQG�GHQ\� UHVSRQVLELOLW\� IRU� WKH�ZLGHVSUHDG OHYHOV�RI� VRFLDO� LQMXVWLFH�� VRFLDO� H[FOXVLRQ�DQG� HFRORJLFDO� GHVWUXFWLRQ� FXUUHQWO\� EHLQJ� FDUULHG� RXW� LQ� WKH� QDPH�RI� JOREDOLVHG� IUHH� WUDGH��HFRQRPLF� GHYHORSPHQW�� LQGLYLGXDO� OLEHUW\� DQG� IUHHGRP� RI� FKRLFH�� 'LOODUG� �������� IRU�H[DPSOH��DUJXHV�WKDW�DFFRXQWLQJ�DQG�UHSRUWLQJ��DV�ZH�NQRZ�LW��DUH�VR�GHHSO\�HPEHGGHG�LQ�WKH�SUHYDLOLQJ�VRFLDO�V\VWHP�WKDW�³«�WKH�SRWHQWLDO�IRU�FKDQJH�LV�KLJKO\�FRQVWUDLQHG�RWKHU�WKDQ�DV�GLFWDWHG�� RU� DOORZHG�� E\� WKH� V\VWHP�� $� IXQGDPHQWDO� FKDQJH� LQ� WKH� XQGHUO\LQJ� HFRQRPLF�
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VWUXFWXUH�PXVW� RFFXU� EHIRUH� FKDQJH� FDQ� RFFXU� LQ� DFFRXQWLQJ� WHFKQRORJ\´� �S������ )URP� WKLV�SRLQW�RI�YLHZ��FRUSRUDWH�DFFRXQWLQJ�DQG�UHSRUWLQJ�VLPSO\�VHUYH�WR�OHJLWLPLVH�FDSLWDOLVP�5HFRJQLWLRQ� WKDW� DFFRXQWLQJ� LV� GHWHUPLQHG� E\� WKH� V\VWHP� ZLWKLQ� ZKLFK� LW� LV�HPEHGGHG� LQGLFDWHV� WKH� OLPLWDWLRQV� RI� DFFRXQWLQJ�� DV� D� WHFKQRORJ\� RI�FDSLWDOLVP�� LQ� SURYLGLQJ� D� OHJLWLPDWH� FULWLTXH� RI� WKH� GRPLQDQW� VWUXFWXUH��7KH�DFFRXQWLQJ� V\VWHP� LV� RQH� FRPSRQHQW� FRQVWUXFWHG� E\� WKH� V\VWHP� LQ� RUGHU� WR�SHUSHWXDWH�LWVHOI �'LOODUG�������S�����7KH�QRUPDWLYH�LVVXHV�VXUURXQGLQJ�WKH�H[WHQW�WR�ZKLFK�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH��DV�RQH�HOHPHQW�RI�WKH�EURDG�ILHOG�RI�FRUSRUDWH�DFFRXQWLQJ�DQG�UHSRUWLQJ��FDQ�DQG�RU�VKRXOG�VHHN�WR�FKDQJH�WKH�XQGHUO\LQJ�HFRQRPLF�VWUXFWXUH�DUH�FRQVLGHUHG�EHORZ�LQ�WKH�FORVLQJ�VHFWLRQV RI�WKLV�WKHVLV�
���� 3XEOLF�SROLF\�LPSOLFDWLRQV8S�WR�WKLV�SRLQW�WKH�FHQWUDO�IRFXV�RI�WKH�SUHVHQW�VWXG\�KDV��IRU�WKH�PRVW�SDUW��EHHQ�SRVLWLYLVW�LQ�QDWXUH�� WKH� DLP� EHLQJ� WR� SURYLGH� GHVFULSWLYH� H[SODQDWLRQV� IRU� FRUSRUDWH� HQYLURQPHQWDO�GLVFORVXUH� SUDFWLFHV� E\� ODUJH� (XURSHDQ� FRPSDQLHV� IURP� ZLWKLQ� GLIIHUHQW� WKHRUHWLFDO�SHUVSHFWLYHV�� 7KHVH� H[SODQDWLRQV� KDYH� YDOXH� LQ� WKHLU� RZQ� ULJKW�� SURYLGLQJ� ERWK� WKH� PHDQV��KRZHYHU� TXHVWLRQDEOH� WKRVH� PHDQV� PD\� DSSHDU� WR� RWKHUV�� IRU� VXSSRUWLQJ� D� SDUWLFXODU�SKLORVRSKLFDO�DQG�LGHRORJLFDO�SRVLWLRQ�DQG�IRU�GHIHQGLQJ�WKDW�SRVLWLRQ�SXEOLFO\��+RZHYHU��DOOUHVHDUFK�LQ�WKH�VRFLDO�VFLHQFHV�KDV�DQ�XQGHUO\LQJ�QRUPDWLYH�DJHQGD��LQ�WHUPV�RI�ZKDW�µVKRXOG�EH¶�UDWKHU�WKDQ�MXVW�µZKDW�LV¶��LUUHVSHFWLYH�RI�ZKHWKHU�WKDW�DJHQGD�LV�H[SUHVVHG�RU�LPSOLHG��,Q�WKH� UHPDLQLQJ� SDUDJUDSKV�� WKH� VWXG\� VWHSV� RXWVLGH� WKH� ERXQGDULHV� RI� D� SXUHO\� GHVFULSWLYH�IUDPHZRUN�WR�DGRSW�DQ�H[SOLFLWO\�QRUPDWLYH SRVLWLRQ�LQ�FRQVLGHULQJ�VRPH�RI�WKH�PRUDO�LVVXHV�VXUURXQGLQJ� WKH� UROH�DQG�SXUSRVH�RI�&65�&('��ILUVWO\�� LQ� WHUPV�RI�SXEOLF�SROLF\� LVVXHV�DQG�VHFRQGO\��LQ�UHODWLRQ�WR�D�IXWXUH�UHVHDUFK�DJHQGD�7KRVH�HQJDJHG�LQ�&65�UHVHDUFK�DUH�JHQHUDOO\�PRWLYDWHG�E\�SXEOLF�LQWHUHVW�DQG�SXEOLF�SROLF\�FRQFHUQV��5HFHQWO\��IRU�H[DPSOH��&65�UHVHDUFKHUV�KDYH�EHJXQ�WR�TXHVWLRQ�WKH�MXVWLILFDWLRQ�IRU�&65� IURP� D� VRFLHWDO� SHUVSHFWLYH� ZKHUH� &65� DSSHDUV� WR� VHUYH� WR� WKH� FRUSRUDWH� �SULYDWH��LQWHUHVW� UDWKHU� WKDQ� SURPRWLQJ� WKH� SXEOLF� JRRG� �VHH�� IRU� H[DPSOH�� 'HHJDQ� HW� DO��� ������2¶'Z\HU�� ������ ����E���+HQFH�� UHVHDUFK� UHVXOWV� LQ� WKLV� ILHOG� DUH� XVXDOO\� SHUFHLYHG� RI� DV� D�PHDQV�WR�DQ�HQG�UDWKHU�WKDQ�DQ�HQG�LQ�WKHPVHOYHV��,W�KDV�EHHQ�VXJJHVWHG��IRU�H[DPSOH��WKDW�DQ�LPSRUWDQW� UHDVRQ� IRU� LPSURYLQJ� RXU� XQGHUVWDQGLQJ� RI� WKH� IDFWRUV�ZKLFK� LQIOXHQFH� FRUSRUDWH�VRFLDO� DQG� HQYLURQPHQWDO� UHSRUWLQJ� OLHV� LQ� WKH� YDOXH�ZKLFK� VXFK� JUHDWHU� XQGHUVWDQGLQJ� FDQ�EULQJ� WR� WKRVH� ZRUNLQJ� WR� LPSURYH� WKH� UHOHYDQFH�� FRPSOHWHQHVV� DQG� REMHFWLYLW\� RI� VXFK�LQIRUPDWLRQ� �$GDPV�HW� DO��� �������+RZHYHU�� VXFK� D� SHUVSHFWLYH� LV� TXHVWLRQDEOH� LQ� D� VRFLR�SROLWLFDO� VHQVH� EHFDXVH� LW� VXJJHVWV� WKDW� &65�FDQ� EH µUHOHYDQW¶�� µFRPSOHWH¶� DQG� µREMHFWLYH¶��WKHUHE\�GHQ\LQJ�RWKHU�SHUVSHFWLYHV��VXFK�DV��IRU�H[DPSOH��GHHS�HFRORJ\��ZKLFK�KROG�RSSRVLQJ�YLHZV����6LPLODUO\��&65� UHVHDUFK�KDV�EHHQ�XVHG� WR�JDXJH� WKH�XVHIXOQHVV�RI�FRUSRUDWH� VRFLDO�DQG� HQYLURQPHQWDO� GLVFORVXUHV� WR� VWDNHKROGHUV�� VXSSRUWLQJ� FODLPV� IRU� WKH� LQWURGXFWLRQ� RI�PDQGDWRU\�UHSRUWLQJ��'HHJDQ�DQG�5DQNLQ��������0RQHYD�DQG�/OHQD���������7KLV�DSSURDFK�LV�DOVR� TXHVWLRQDEOH� EHFDXVH� LW� DVVXPHV�� DOEHLW� LPSOLFLWO\�� WKDW� PDQGDWRU\� UHSRUWLQJ� RI�HQYLURQPHQWDO� LVVXHV� FDQ� EH� D� VLJQLILFDQW� HQJLQH� IRU� VRFLDO� FKDQJH����&RQYHUVHO\�� D� FULWLFDO�SHUVSHFWLYH�WR�&65�UHJDUGV�VXFK�YLHZV�DV�³«�ULGLFXORXV�«´��&RRSHU�������S�������2WKHUV��VXFK�DV�*UD\�HW�DO�� ��������DUJXH� WKDW� WKH�FKDOOHQJH�RI�&65��DQG� WKXV�&('�� LV� WR�PDNH�WKH�
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ORVV� RI� GHPRFUDF\� DQG� DFFRXQWDELOLW\� PRUH� YLVLEOH� ZKLOH� VLPXOWDQHRXVO\� GHPRQVWUDWLQJ��QRUPDWLYHO\� VSHDNLQJ�� KRZ� GHPRFUDF\� DQG� DFFRXQWDELOLW\� FDQ EH� LPSURYHG�� 7KH� ODWWHU�SHUVSHFWLYH� LV� SHUKDSV� SURPSWHG� E\� D� FRPELQDWLRQ� RI� SUDJPDWLVP� DQG� RSWLPLVP� ZKLFK�SURPRWHV� WKH� XVH� DFFRXQWLQJ� DQG� UHSRUWLQJ� DV�PHGLXPV� IRU� UDLVLQJ� VRFLDO� DZDUHQHVV� LQ� WKH�KRSH�WKDW�E\�GRLQJ�VR�LW�ZLOO�OHDG�WR�UHDO�VRFLDO�DQG�SROLWLFDO�FKDQJH��:KHWKHU�VXFK�KRSHV�DUH�ZHOO�IRXQGHG� LQ� WHUPV� RI� WKH� OLNHOLKRRG� RI� &65�&('� UHFWLI\LQJ� SUHVHQWO\� SHUFHLYHG� VRFLDO�DQG� HQYLURQPHQWDO� LQMXVWLFHV� UHPDLQV� D� PDWWHU� RI� GHEDWH� �VHH�� IRU� H[DPSOH�� 7LQNHU�HW� DO����������7KH� QRWLRQ� WKDW� LPSURYHPHQWV� VKRXOG EH� PDGH� WR� WKH� TXDOLW\� DQG� VFRSH� RI� FRUSRUDWH�HQYLURQPHQWDO� UHSRUWLQJ� LV� LWVHOI� D� QRUPDWLYH� SRVLWLRQ�� VXJJHVWLQJ� WKDW� WKHUH� LV� D�UHSRUWLQJ�µJDS¶� XQGHU� WKH� SUHVHQW� V\VWHP�RI� FRUSRUDWH�GLVFORVXUH��7KH�SUHVHQW� VWXG\�GRHV�QRW� DGGUHVV�WKLV� LVVXH�GLUHFWO\�EXW�GRHV�VXJJHVW�� WKURXJK�LWV�ILQGLQJ�RI� LQFUHDVHG�OHYHOV�RI�&('�RYHU� WKH�SHULRG� ����� WR� ������ WKDW� WKHUH� ZDV� DW� OHDVW� D� SUHVXPSWLRQ DPRQJVW� WKH� H[HFXWLYH�PDQDJHPHQW�RI�ODUJH�(XURSHDQ�FRPSDQLHV�WKDW�LW�QHHGHG�WR�DOWHU�LV�FRPPXQLFDWLRQV�VWUDWHJ\�ZLWK� UHVSHFW� WR� HQYLURQPHQWDO� LVVXHV�� 9DULRXV� WKHRULHV� ZHUH� SXW� IRUZDUG� VXJJHVWLQJ� ZKDW�WKHVH� UHDVRQV� PLJKW� EH�� UDQJLQJ� IURP� SXUHO\� VHOI�LQWHUHVWHG� HFRQRPLF� PRWLYDWLRQV� �XQGHU�($7�� WKURXJK� WR� VRFLR�HFRQRPLF� �XQGHU�067�� DQG� VRFLR�SROLWLFDO� �XQGHU�2/7� DQG�3($7��PRWLYDWLRQV��7KHVH�DOWHUQDWLYH�� WKHRUHWLFDO�H[SODQDWLRQV�PLUURU�� WR�VRPH�GHJUHH�RU�RWKHU�� WKH�YDULRXV� PRWLYDWLRQV� XQGHUO\LQJ� QXPHURXV� SULYDWH� DQG� SXEOLF� LQLWLDWLYHV� WKDW� KDYH� HPHUJHG�RYHU� WKH� ODVW� ��� \HDUV� RU� VR� WR� LPSURYH� WKH� UHOHYDQFH�� TXDOLW\� DQG� UHOLDELOLW\� RI� FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ��VHH�&KDSWHU�����*HQHUDOO\�VSHDNLQJ��JRYHUQPHQWV�DQG�RWKHUV�VXFK�DV�WKH�JOREDO�DFFRXQWDQF\�SURIHVVLRQ��KDYH�IDFHG�WKUHH�FKRLFHV�LQ�UHODWLRQ�WR�FRUSRUDWH�UHSRUWLQJ�RI�HQYLURQPHQWDO�LVVXHV�LQ�WKLV�FRQWH[W��L� GR�QRWKLQJ��LL� LPSURYH� WKH� ILQDQFLDO UHSRUWLQJ� RI� HQYLURQPHQWDO� LVVXHV� WKURXJK� OHJLVODWLRQ� DQG�RU�YROXQWDU\�PHDVXUHV�ZKLFK�KDYH�WKH�VXSSRUW�RI�UHFRJQLVHG�ERGLHV��DQG�RU��LLL� LPSURYH� VWDQG�DORQH�� FRUSRUDWH� UHSRUWLQJ� RI� HQYLURQPHQWDO� LVVXHV� WKURXJK� OHJLVODWLRQ�DQG�RU�YROXQWDU\�PHDVXUHV�ZKLFK�KDYH�WKH�VXSSRUW�RI�UHFRJQLVHG�ERGLHV�7KH� µGR� QRWKLQJ¶� DSSURDFK�ZRXOG�EH� FRQVLVWHQW�ZLWK� D�QHR�FODVVLFDO� HFRQRPLFV�SHUVSHFWLYH��VHH��IRU�H[DPSOH��%HQVWRQ��������ZKLFK�DUJXHV�WKDW�&65HVS�DQG�&65�DUH�EHVW�OHIW�WR�PDUNHW�IRUFHV��,Q�HIIHFW�WKLV�PHDQV�WKDW�PDQDJHUV�DUH�OHIW�WR�GHFLGH�IRU�WKHPVHOYHV�ZKDW�LV�DSSURSULDWH��WKLV�DUJXPHQW�ZDV�XVHG�E\�'XWFK�HPSOR\HUV�GXULQJ�GLVFXVVLRQV�ZLWK�WKH�'XWFK�DXWKRULWLHV�LQ�WKH� ����V� FRQFHUQLQJ� WKH� H[WHQW� WR�ZKLFK� JRYHUQPHQW� UHJXODWLRQV� VKRXOG� EH� LQWURGXFHG� WR�FRQWURO� WKH� DFWLYLWLHV� RI� RUJDQL]DWLRQV� ± VHH� &KDSWHU� ��� 6HFWLRQ� ������ 7KH� IDFW� WKDW� &('�LQFUHDVHG� RYHU� WKH� SHULRG� RI� WKH� VWXG\�� DQG� WKDW� WKH� FRQWHQW� RI� WKHVH� GLVFORVXUHV� DGGUHVVHG�LVVXHV� RI� FRQFHUQ� WR� WKH� ILQDQFLDO� PDUNHWV�� FRXOG� EH� LQWHUSUHWHG� DV� FRQILUPDWLRQ� WKDW�UHJXODWRU\� LQWHUIHUHQFH� LQ� WKLV� DUHD� LV� XQQHFHVVDU\� �&KDSWHU�����6HFWLRQ���������� ,Q�SUDFWLFH��KRZHYHU��DV�VHW�RXW�LQ�GHWDLO�LQ�&KDSWHU����OHJDO�DQG�SURIHVVLRQDO�GHYHORSPHQWV�VLQFH�WKH�ODWH�����V� KDYH� QRW WDNHQ� D� µGR� QRWKLQJ¶� DSSURDFK�� 5DWKHU�� WKHUH� KDYH� EHHQ� D� ZKROH� KRVW� RI�LQLWLDWLYHV�DQG�SURSRVDOV�ZKLFK�KDYH�IRFXVHG�RQ�LPSURYLQJ�WKH�IUHTXHQF\��TXDOLW\�DQG�FRQWHQW�RI�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ��7KH�DUJXPHQWV�IRU�GRLQJ�VR�DUH�HTXDOO\�QXPHURXV��EXW�SULQFLSDOO\�IDOO�LQWR�RQH�RU�PRUH�RI�WKH�IROORZLQJ�FDWHJRULHV�x LW�LV�JRRG�IRU�EXVLQHVV�DQG�WKH�JOREDO�HFRQRP\��WKH�µEXVLQHVV�FDVH¶�DUJXPHQW��
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x WKH�PDUNHWV��DQG�RWKHU�SULYLOHJHG�VHFWLRQV�RI�VRFLHW\��QHHG�ZDQW�WR�EH�NHSW�LQIRUPHG��WKH�GHFLVLRQ�XVHIXOQHVV�DUJXPHQW���DQG�RUx VWDNHKROGHUV�RU�VRFLHW\�KDYH�D�µULJKW�WR�NQRZ¶��WKH�µDFFRXQWDELOLW\¶�DUJXPHQW��7KHVH� YDULRXV� DUJXPHQWV� KDYH� EHHQ� XVHG� LQ� RQH� IRUP� RU� DQRWKHU� E\� &65� UHVHDUFKHUV�� WKH�DFFRXQWDQF\� SURIHVVLRQ� DQG� YDULRXV� (XURSHDQ� JRYHUQPHQWDO� DQG� QRQ�JRYHUQPHQWDO� ERGLHV�ZKLFK� KDYH� VRXJKW� WR� LPSURYH� FRUSRUDWH� HQYLURQPHQWDO� UHSRUWLQJ� E\� (XURSHDQ� FRPSDQLHV��7KH� PRVW� REYLRXV� UHJXODWRU\�TXDVL�UHJXODWRU\� H[DPSOHV� LQ� WKLV� FRQWH[W� DUH� WKH� (8¶V�(FR�0DQDJHPHQW� DQG� $XGLW� 6FKHPH �&(&�� ����E�� ����D�� DQG� WKH� LQWURGXFWLRQ� RI� PDQGDWRU\�HQYLURQPHQWDO�UHSRUWLQJ�UHTXLUHPHQWV�LQ�WKH�(8�0HPEHU�6WDWHV�RI�'HQPDUN��WKH�1HWKHUODQGV�DQG�6ZHGHQ��VHH�&KDSWHU����7DEOH���������6LPLODUO\��WKH�(XURSHDQ�&RPPLVVLRQ��&(&������E��UHFHQWO\� SXEOLVKHG� LWV� UHFRPPHQGDWLRQV� RQ� WKH� UHFRJQLWLRQ��PHDVXUHPHQW� DQG� GLVFORVXUH� RI�HQYLURQPHQWDO� LVVXHV� LQ� WKH� DQQXDO� DFFRXQWV� DQG� DQQXDO� UHSRUWV� RI� FRPSDQLHV� �LWHP� �LL��DERYH��� +RZHYHU�� PDQ\� (8� FRPSDQLHV� DUH� DOUHDG\� UHTXLUHG� WR� UHSRUW� PXFK� RI� WKH�LQIRUPDWLRQ� UHIHUUHG� WR� LQ� WKH� (&¶V� UHFRPPHQGDWLRQ� XQGHU� H[LVWLQJ� FRPSDQ\� ODZ� DQG�DFFRXQWLQJ�*$$3��VHH��IRU�H[DPSOH��WKH�8.¶V�)LQDQFLDO�5HSRUWLQJ�6WDQGDUG��)56������$6%��������DQG� WKH� ,QWHUQDWLRQDO�$FFRXQWLQJ�6WDQGDUG� �,$6����� �,$6&���������� HVSHFLDOO\ ZKHUH�VXFK�LQIRUPDWLRQ�LV�PDWHULDO��&ROOLVRQ�����������0RUHRYHU��DV�GLVFXVVHG�LQ�&KDSWHU����6HFWLRQ������� WKH� (&¶V� SURSRVDOV� DUH� VHYHUHO\� UHVWULFWHG� E\� WKH� FRQYHQWLRQDO� ILQDQFLDO� UHSRUWLQJ�IUDPHZRUN� JLYHQ� WKDW� WKH� ODWWHU� FRQVWUXFWV� D� ³«� SURIRXQGO\� QDUURZ�LPDJH� RI� DOO� SRVVLEOH�LQWHUDFWLRQV�EHWZHHQ�WKH�µZRUOG¶�DQG�WKH�RUJDQL]DWLRQ«´��*UD\�HW�DO��������S�����5DWKHU��WKH�IRFXV� RI� WKH� WUDGLWLRQDO� ILQDQFLDO� UHSRUWLQJ� IUDPHZRUN� LV� H[FOXVLYHO\� RQ� WUDQVDFWLRQV� DQG�HYHQWV�ZKLFK�DIIHFW��RU�DUH�OLNHO\�WR�DIIHFW��WKH�ILQDQFLDO SRVLWLRQ�DQG�UHVXOWV�RI�WKH�UHSRUWLQJ�HQWLW\���� 2WKHU� QRQ�JRYHUQPHQWDO�� YROXQWDU\� LQLWLDWLYHV� ZKLFK� IDOO� XQGHU� LWHP� �LLL�� DERYH��QRWDEO\� WKRVH� RI�81(3��*5,�� WKH� ,QVWLWXWH� RI� 6RFLDO� DQG�(WKLFDO�$FFRXQWDELOLW\� �,6($��� DV�ZHOO� DV� YDULRXV� HQYLURQPHQWDO� UHSRUWLQJ� DZDUGV�� QRWDEO\� WKH� $&&$� DQG� ((5$� DZDUG�VFKHPHV� �VHH� &KDSWHU� ���� KDYH� HQFRXUDJHG� RU� VRXJKW� WR� FRQVWUXFW� DOWHUQDWLYH� IRUPV� RI�FRUSRUDWH�UHSRUWLQJ�ZKLFK�EURDGHQ�WKH�FRQFHSW�RI�DFFRXQWLQJ�WR�LQFOXGH�QRW�MXVW�WKH�HFRQRPLF�EXW� DOVR� WKH� VRFLDO�� HWKLFDO� DQG� HQYLURQPHQWDO� GLPHQVLRQV� RI� WKH� EXVLQHVV�VRFLHW\�UHODWLRQVKLS����7KH�(XURSHDQ�DFFRXQWDQF\�SURIHVVLRQ��LQ�SDUWLFXODU��WKURXJK�LWV�UHSUHVHQWDWLYH�ERG\�)((��KDV�EHHQ�SDUWLFXODUO\� LQYROYHG� LQ� WKHVH�YROXQWDU\� LQLWLDWLYHV��QRWDEO\� WKURXJK� WKH�GHYHORSPHQW� RI� SRVLWLRQ� SDSHUV� RQ� D� JHQHUDOO\� DFFHSWHG� IUDPHZRUN� IRU� HQYLURQPHQWDO�UHSRUWLQJ� �)((�� ������ DQG� RQ� SURYLGLQJ� WKLUG�SDUW\� DVVXUDQFH� VWDWHPHQWV� LQ� UHODWLRQ� WR�HQYLURQPHQW� UHSRUWV� �)((�� ����E�� DQG� WULSOH� ERWWRP� OLQH� �7%/�� UHSRUWLQJ� �UHIHUUHG� WR��PLVWDNHQO\��DV�µVXVWDLQDELOLW\�UHSRUWLQJ¶���$&&$������E��(ONLQJWRQ��������������*5,��������6XVWDLQDELOLW\�81(3�����D����7KHUH� LV� QR� GRXEW� WKDW� WKHVH� GHYHORSPHQWV� DQG� LQLWLDWLYHV� KDYH� JRQH� VRPH�ZD\�� SHUKDSV� D�ORQJ� ZD\�� WRZDUGV� LPSURYLQJ� ERWK� WKH� QXPEHU� RI� FRPSDQLHV� UHSRUWLQJ� RQ� HQYLURQPHQWDO�LVVXHV� DQG� WKH� TXDOLW\� RI� WKDW� UHSRUWLQJ��$V� VXFK�� WKHUH� LV� DQ� DUJXPHQW� IRU� VXJJHVWLQJ� WKDW��IURP� DQ� HFRQRPLF� SHUVSHFWLYH�� DQG� SHUKDSV� HYHQ� D�VRFLR�HFRQRPLF SHUVSHFWLYH�� WKLQJV� DUH�PRYLQJ� LQ� WKH� ULJKW� GLUHFWLRQ�� +RZHYHU�� DV� LQGLFDWHG� DERYH�� DQ\� FRQVLGHUDWLRQ� RI� SXEOLF�SROLF\� LVVXHV�FDQQRW�EH�GLYRUFHG�IURP�VRPH�XQGHUO\LQJ�VRFLR�SROLWLFDO DJHQGD��$V�QRWHG�E\�&RRSHU��������S������7KH�ERXQGDULHV�RI�FRUSRUDWH�UHVSRQVLELOLW\�DUH�FORVHO\�UHODWHG�WR�WKH�GHILQLWLRQ�RI�SURSHUW\�ULJKWV��WKHLU H[LVWLQJ�GLVWULEXWLRQ��DQG�WKH�RZQHUVKLS�RI�WKH�PHDQV�
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RI�SURGXFWLRQ��:KHQ�SURSHUW\�LV�SULYDWHO\�RZQHG�IRU�SULYDWH�LQWHUHVW��DQG�ZKHQ�LWV�FRQWURO�LV�FRQFHQWUDWHG�LQWR�D�YHU\�VPDOO�VHFWLRQ�RI�VRFLHW\��DV�LQ�FDSLWDOLVW�VRFLHWLHV�� WKHQ� UHVRXUFHV� WKDW� FDQQRW� HDVLO\� EH� H[SORLWHG� E\� LQGLYLGXDOV� DUH�WUHDWHG� DV� ³VRFLDO´� JRRGV�� $QG� EHFDXVH� VRFLDO� JRRGV� W\SLFDOO\� FDQQRW� EH�WUDGHG� WKH\� GR� QRW� KDYH� D� PDUNHW� SULFH� DQG� DUH� WUHDWHG� DV� LI� WKH\� KDYH� QR�YDOXH��«�&OHDQ�DLU��WUXVW��VRFLDO�KDUPRQ\��FRPPXQLW\�KHDOWK�DQG�VDIHW\�GR�QRW�KDYH�PDUNHW�SULFHV��:LWKRXW�D�SULFH��WKHLU�ZRUWK�WHQGV�WR�EH�GHYDOXHG��*HR�SROLWLFDO� GHYHORSPHQWV� VLQFH� WKH� ODWH� ����V�� SDUWLFXODUO\� WKH� ULVH� RI� WKH� JOREDO�FRUSRUDWLRQ� XQGHU� IUHH� WUDGH� WUHDWLHV� VXFK� DV� WKH� (8�� :72� DQG�1$)7$� �VHH� &KDSWHU� ����6HFWLRQ� �������� KDYH� KDG� D� VLJQLILFDQW� LPSDFW� XSRQ� WKH� FRQWH[W� ZLWKLQ� ZKLFK� DQ\� SXEOLF�SROLF\� DQG� SXEOLF� LQWHUHVW� GHEDWH� WDNHV� SODFH� �VHH�� IRU� H[DPSOH�� .RUWHQ�� ������ ��������� $�FULWLFDO� SHUVSHFWLYH� RQ� LVVXHV� RI� FRUSRUDWH� VRFLDO� UHVSRQVLELOLW\�� IRU� H[DPSOH�� TXHVWLRQV� QRW�RQO\� ZK\� FRUSRUDWH� DFFRXQWDELOLW\� PLJKW� EH� H[SHFWHG� WR� IORZ� WKURXJK� FRUSRUDWH� UHSRUWV��UDWKHU� WKDQ� WKURXJK� WKH� FRXUWV�� WKH� VWDWH�� RU� WKH� YDOXHV� RI� WKH� LQWHUQDOLVHG� YDOXHV� RI� WKH�PDQDJHUV��EXW�DOVR�ZK\�FRUSRUDWH�PDQDJHUV�KDYH� WKH� IUHHGRP�WR�DFW�DV�VRFLDOO\�UHVSRQVLEOH�FLWL]HQV� LQ� WKH� ILUVW� SODFH� RU� EH� H[SHFWHG� WR� DFW� LQ� WKH� LQWHUHVWV� RI� DOO� VHFWLRQV� RI� VRFLHW\��&RRSHU���������6LPLODUO\��D FULWLFDO�H[DPLQDWLRQ�RI�WKH�UROH�SOD\HG�E\�DFFRXQWLQJ�SURFHVVHV�DQG�SUDFWLFHV��DQG�RI�WKH�DFFRXQWLQJ�SURIHVVLRQ�LWVHOI��FDQQRW�EXW�EH�DOHUW�WR�WKH�³«�IUDJLOLW\�RI�RXU�ZRUOG�DQG�KRZ�PXFK�ZH�DV�DFFRXQWDQWV�RU�PRUH�JHQHUDOO\�DV�SDUW�RI�WKH�KXPDQ�UDFH�KDYH� VHULRXVO\� SOXQGHUHG� RXU� SODQHW´� �/RXJKOLQ�������S����� 7KH� VRFLR�SROLWLFDO� DQDO\VLV� RI�&('� DV� SUHVHQWHG� LQ� WKLV� WKHVLV�� XQGHU� ERWK� 2/7� DQG� 3($7�� KLJKOLJKWV� WKH� VWURQJ�VXVFHSWLELOLW\�RI�VRFLDO�DQG�HQYLURQPHQWDO�UHSRUWLQJ�WR�LPDJH�FUHDWLRQ�DQG�H[SORLWDWLRQ��)URP�D� FODVVLFDO� SROLWLFDO� HFRQRP\�SHUVSHFWLYH�� IRU� H[DPSOH��PDQDJHPHQW��ZLWK� WKH� DVVLVWDQFH�RI�WKH� DFFRXQWDQF\� SURIHVVLRQ�� FRQVXOWDQWV�� DGYLVHUV� DQG� UHVHDUFKHUV�� DUH� DFFXVHG� RI� XVLQJ�FRUSRUDWH� GLVFORVXUH� WR� VRFLDOO\�FRQVWUXFW� DQ� LPDJH� RI� WKH� ILUP� WKDW� LV� QHLWKHU� REMHFWLYH��LQGHSHQGHQW��QRU�YDOXH�IUHH��EXW�RQH�WKDW�LV�GHVLJQHG�WR�VHUYH�D�VSHFLILF�HQG�JDPH��QDPHO\�WKH�SUHVHUYDWLRQ�RI�H[LVWLQJ�SRZHU�DV\PPHWULHV��VRFLDO�LQHTXDOLWLHV�DQG�LQMXVWLFHV�ZKLFK�SULYLOHJH�WKH� ILQDQFLDOO\�ZHDOWK\� �VHH�� IRU� H[DPSOH�� 1HLPDUN�� ������� $GGLQJ� WKH� FRQFHSW� RI�µVXVWDLQDELOLW\¶� WR� WKLV� DQDO\VLV� UDLVHV� WKH� VWDNHV� LQ� WHUPV� RI� WKH� GHJUHH� WR� ZKLFK ERWK� WKH�EXVLQHVV� RUJDQL]DWLRQ�� LWV� H[HFXWLYH� PDQDJHPHQW� DQG� WKRVH� SURYLGLQJ� DFFRXQWLQJ� DQG�FRQVXOWDQF\� VHUYLFHV� WR� EXVLQHVV� RUJDQL]DWLRQV� KDYH� DQ�HFRQRPLF LQWHUHVW� LQ� SUHVHUYLQJ� WKH�VWDWXV� TXR�� :KLOVW� µVXVWDLQDEOH� GHYHORSPHQW¶� DQG� µVXVWDLQDELOLW\¶� DUH� QRZ� ILUPO\� RQ� WKH�LQWHUQDWLRQDO� SROLWLFDO� DJHQGD� �%HEELQJWRQ�� ������� LW� UHPDLQV� WKH� FDVH� WKDW� ³«� IHZ� SHRSOH�KDYH�DQ\�UHDO�FRQFHSWLRQ�RI�ZKDW�VXVWDLQDELOLW\�ZLOO�PHDQ�IRU�SDUWLFXODU�HFRQRPLHV��LQGXVWU\�VHFWRUV��FRPSDQLHV�RU�SURGXFWV´��9DQ�'LHUHQ�DQG�9DQ�6ZLJFKHP�������S������,Q�HVVHQFH��FRQFHSWV�VXFK�DV�µVXVWDLQDEOH�GHYHORSPHQW¶�DQG�µVXVWDLQDELOLW\¶�DUH�PHUHO\�KXPDQFRQVWUXFWLRQV�RI�SKHQRPHQD�ZKLFK� UHO\�RQ�D� VHW�RI�QRUPV��YDOXHV�� FXVWRPV�DQG�EHOLHIV� WKDW�JLYH�KLVWRULFDO�DQG�VRFLR�SROLWLFDO�FRQWH[W�WR�KRZ�WKH�ZRUOG�VKRXOG�EH UDWKHU�WKDQ�GHVFULELQJ�D�ZRUOG�WKDW�DFWXDOO\�H[LVWV��(LQVWHLQ¶V�HORTXHQW�GHVFULSWLRQ�RI�WKH�LQKHUHQW�OLPLWDWLRQV�WR�KXPDQ�NQRZOHGJH�DQG�XQGHUVWDQGLQJ�SURYLGHV�D�VDOLHQW�UHPLQGHU�WR�DOO�WKRVH�ZKR�ZRXOG�SUHVXPH�WR�FRPSUHKHQG�WKH�FRPSOH[��DUFDQH�DQG�P\VWHULRXV�LVVXH�RI�µVXVWDLQDELOLW\¶�,Q�RXU�HQGHDYRXU�WR�XQGHUVWDQG�UHDOLW\��ZH�DUH�VRPHZKDW�OLNH�D�PDQ�WU\LQJ�WR�XQGHUVWDQG�WKH�PHFKDQLVP�RI�D�FORVHG�ZDWFK��+H�VHHV�WKH�IDFH�DQG�WKH�PRYLQJ�KDQGV��HYHQ�KHDUV�LWV� WLFNLQJ��EXW�KH�KDV�QR�ZD\�RI�RSHQLQJ�WKH�FDVH��,I�KH�LV�
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LQJHQLRXV� KH� PD\� IRUP� VRPH� SLFWXUH� RI� D� PHFKDQLVP� ZKLFK� FRXOG� EH�UHVSRQVLEOH�IRU�DOO�WKH�WKLQJV�KH�REVHUYHV��EXW�KH�PD\�QHYHU�EH�TXLWH�VXUH�KLV�SLFWXUH�LV�WKH�RQO\�RQH�ZKLFK�FRXOG�H[SODLQ�KLV�REVHUYDWLRQV��+H�ZLOO�QHYHU�EH�DEOH� WR� FRPSDUH� KLV� SLFWXUH� ZLWK� WKH� UHDO� PHFKDQLVP� DQG� KH� FDQQRW� HYHQ�LPDJLQH�WKH�SRVVLELOLW\�RI�WKH�PHDQLQJ�RI�VXFK�D�FRPSDULVRQ �$OEHUW�(LQVWHLQ��DV�TXRWHG�LQ�3HFN�������S�����)URP� WKLV� SHUVSHFWLYH�� LQ� WKH� FRQWH[W� RI� FXUUHQW� GHYHORSPHQWV� LQ� FRUSRUDWH� VRFLDO� DQG�HQYLURQPHQWDO� UHSRUWLQJ�� WKH� LVVXH� LV� QRW� ZKHWKHU� ZKDW� LV� UHSRUWHG� LV� µIDLU¶�� µEDODQFHG¶� RU�µFRPSOHWH¶��VLQFH�WKLV� LV�VLPSO\�QRQVHQVLFDO��5DWKHU��SHUFHSWLRQV�RI�ZKDW�LV�JRLQJ�RQ�FDQ�EH�EHWWHU�XQGHUVWRRG�E\�FRQVLGHULQJ�ZKRVH�LQWHUHVWV�DUH�EHLQJ�VHUYHG�E\�ZKDW KDV�EHHQ�VRFLDOO\�FRQVWUXFWHG����6RFLDO�FRQVWUXFWLRQV�RI�WKH�FXUUHQW��JURZLQJ�WHQVLRQV�EHWZHHQ�WKH�SXEOLF�SROLF\�JRDOV� RI� HFRQRPLF� JURZWK� RQ� WKH� RQH� KDQG� DQG� VXVWDLQDELOLW\� RQ� WKH� RWKHU� E\� HFRQRPLVWV��DFFRXQWDQWV�� SROLWLFLDQV�� EXVLQHVV� OHDGHUV�� DFDGHPLFV� DQG� 1*2V� DUH� QRW� KRPRJHQHRXV� EXW�H[LVW� DORQJ� D� FRQWLQXXP� WKDW� UHSUHVHQWV� D� FRPSOH[�� ZLGH�UDQJLQJ� VHW� RI� QHHGV�� HPRWLRQDO�LQVHFXULWLHV�� IHDUV��DWWLWXGHV��YDOXHV�DQG�EHOLHIV��$V�VXFK�� WKHUH�LV�QR�VLQJOH��ZLGHO\�DFFHSWHG�YLHZ�DV�WR�ZKDW�SXEOLF�LQWHUHVWV�DQG�SXEOLF�SROLF\�JRDOV�D�VRFLHW\�VKRXOG�SXUVXH��ZKDW�JRDOV�DUH�DFKLHYDEOH�RU�WKH�DVVRFLDWHG�FRVWV�DQG�EHQHILWV��LQ�VRFLDO��HFRORJLFDO�DQG�HFRQRPLF�WHUPV��RI� WKRVH� JRDOV� �VHH�� IRU� H[DPSOH��(ONLQJWRQ� DQG�+DLOHV�� ������5HDO�:RUOG�&RDOLWLRQ�� �������������1HYHUWKHOHVV��WKH�YDULRXV�VHFWLRQV�RI�VRFLHW\�PHQWLRQHG�SUHYLRXVO\�KDYH�DWWHPSWHG�DQG�DUH� FRQWLQXDOO\� DWWHPSWLQJ� WR� LQIOXHQFH� WKH� RXWFRPH� RI� WKLV� GHEDWH�� 7KH� ORXGHVW� DQG� PRVW�SROLWLFDOO\�LQIOXHQWLDO�YRLFH� LQ� WKLV�FRQWH[W� LV�DUJXDEO\� WKDW�RI� µELJ�EXVLQHVV¶�ZKLFK�VHHNV� WR�SURPRWH� WKH� EXVLQHVV� FDVH� IRU� VXVWDLQDEOH� GHYHORSPHQW�� 7KH� µEXVLQHVV� FDVH¶� �VHH�� IRU�H[DPSOH�� (ONLQJWRQ�� ������ ������ =DGHN� HW� DO��� ������ DUJXHV� WKDW� WKH� JRDOV� RI� HFRQRPLF�JURZWK� DQG� VXVWDLQDELOLW\� DUH�QRW PXWXDOO\�H[FOXVLYH�� ,Q� VKDUS� FRQWUDVW�� D� VSLULWXDO� HFRORJ\�SHUVSHFWLYH��VHH��IRU�H[DPSOH��.XPDU��������������/RYHORFN��������������������DUJXHV�WKDW�WKH\�DUH�DQG�DOZD\V�ZLOO�EH���6RPHZKHUH�LQ�WKH�PLGGOH�RI�WKHVH�WZR�RSSRVLQJ�YLHZSRLQWV�OLHV�WKH�SHUVSHFWLYH��SURPSWHG�E\�FRQFHUQV�DERXW�ZKDW�LV�µSROLWLFDOO\�SUDJPDWLF�DQG�DFFHSWDEOH¶��7LQNHU�HW�DO����������WKDW�LW�LV�SRVVLEOH�WR�PDNH�FDSLWDOLVP�KXPDQ�ZLWKRXW�D�VRFLDO�UHYROXWLRQ��VHH��IRU�H[DPSOH��*UD\�HW�DO�������������������������G���������:KLOVW�D�FRQVLGHUDEOH�DPRXQW�RI�WLPH�DQG�HQHUJ\�KDV�EHHQ�GHYRWHG WR� JUHDWHU� FRUSRUDWH� VRFLDO� DQG� HQYLURQPHQWDO� DFFRXQWDELOLW\� VLQFH� WKH� PLG�����V��WKHVH�GHYHORSPHQWV�KDYH��DOPRVW�ZLWKRXW�H[FHSWLRQ��IDLOHG�WR�DGGUHVV� WKH�FRQFHUQV�UDLVHG�LQ�WKH�FODVVLFDO�SROLWLFDO�HFRQRP\�DQDO\VLV�VHW�RXW�LQ�&KDSWHU����RI�WKLV�WKHVLV��,Q VKRUW��WKH�PRVW�KLJK�SURILOH�RUJDQL]DWLRQV�WR�KDYH�HPHUJHG�RXW�RI�WKH�UHFHQW�XSVXUJH�RI�LQWHUHVW�LQ�FRUSRUDWH�VRFLDO� UHVSRQVLELOLW\� DQG� VXVWDLQDELOLW\�� QRWDEO\�� $&&$�� WKH� (XURSHDQ� &RPPLVVLRQ�� )((��*5,�DQG�,6($��DV�ZHOO�DV�GHYHORSPHQWV� LQ�HQYLURQPHQWDO�PDQDJHPHQW�DFFRXQWLQJ��VHH��IRU�H[DPSOH�� %DUWRORPHR� HW� DO��� ������ %HQQHWW� DQG� -DPHV�� ������ DQG� FRUSRUDWH� HWKLFDO�DFFRXQWDELOLW\��VHH��IRU�H[DPSOH��*RQHOOD�HW�DO���������=DGHN��������������=DGHN�HW�DO���������DOO� SURPRWH� D� YLVLRQ� RI� FRUSRUDWH� VRFLDO�� HWKLFDO� DQG� HQYLURQPHQWDO� UHVSRQVLELOLW\� DQG�DFFRXQWDELOLW\� ZKLFK� GRHV� QRW FKDOOHQJH� WKH� SUHVHQW� EXVLQHVV�VRFLHW\� KHJHPRQ\�� 7KLV� LV�UHIOHFWHG�QRW�RQO\�LQ�D�YHU\�ZHDN�LQWHUSUHWDWLRQ�RI�µVXVWDLQDELOLW\¶�EXW�DOVR�LQ�D�µEXVLQHVV�FDVH¶�SHUVSHFWLYH�ZKLFK�SRVLWV�WKDW�LW�LV�IRU�EXVLQHVV�WR�GHFLGH��XOWLPDWHO\��ZKDW�DQG�KRZ�WR�UHSRUW�RQ�VRFLDO�DQG�HQYLURQPHQWDO�PDWWHUV����3HUKDSV�WKH�PRVW�VLJQLILFDQW�DQG�GLVWXUELQJ�DVSHFW�RI�WKLV� GHEDWH�� ZKLFK� KDV� ODUJHO\� JRQH� XQFKDOOHQJHG� �IURP� ZLWKLQ� WKHVH� RUJDQL]DWLRQV� DQG�LQVWLWXWLRQV� DW� OHDVW��� LV� WKH� IXQGDPHQWDO� DVVXPSWLRQ� WKDW� LW� LV� SRVVLEOH� WR� KDYH� HFRQRPLF�
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JURZWK� DQG HFRORJLFDO� VXVWDLQDELOLW\�� 7KLV� µKDYLQJ� RXU� FDNH� DQG� HDWLQJ� LW¶� V\QGURPH� KDV�EHFRPH� VR� ZLGHO\� DFFHSWHG� DPRQJVW� EXVLQHVV�� UHVHDUFKHUV�� FRQVXOWDQF\� ILUPV� DQG� WKH�DFFRXQWDQF\� SURIHVVLRQ�� WKURXJK� FRQFHSWV� VXFK� DV� WKH� µVXVWDLQDEOH� HQWHUSULVH¶�� WKH�µVXVWDLQDEOH� HFRQRP\¶�� µVXVWDLQDELOLW\� UHSRUWV¶� DQG� µVXVWDLQDELOLW\� DVVXUDQFH¶� WKDW� WKHLU� KDV�EHHQ�DQ�HIIHFWLYH�PDUJLQDOL]DWLRQ�DQG�H[FOXVLRQ�RI�DOWHUQDWLYH�SHUVSHFWLYHV�ZKLFK�UHMHFW�RXW�RI� KDQG� WKLV� GHHSO\�IODZHG�� EUXWLVK� DQG� PRUDOO\�UHSXJQDQW� DVVXPSWLRQ�� WKXV� OHDYLQJ�XQFKDQJHG�DQG�XQFKDOOHQJHG�WKH�SUHVHQW�EXVLQHVV�KHJHPRQ\�,W�LV�HDV\�WR�XQGHUVWDQG�ZK\�WKH�H[HFXWLYH�PDQDJHPHQW�RI�ODUJH�EXVLQHVV�RUJDQL]DWLRQV��DLGHG�E\� JRYHUQPHQWV�� YDULRXV� DGYLVHUV� DQG� FRQVXOWDQWV� DQG� EXVLQHVV�IXQGHG� OREE\� RUJDQL]DWLRQV�ZRXOG� VHHN� WR� SURPRWH� DQG� IRVWHU� IRUPV� RI� FRUSRUDWH� VRFLDO� UHVSRQVLELOLW\� DQG� UHSRUWLQJ�ZKLFK�DOORZ�RU�DGRSW�WKH�FRQVWUXFWLRQ�DQG�µYHULILFDWLRQ¶�RI�UHSRUWV�WR�JLYH�WKH�LPSUHVVLRQ�WKDW�EXVLQHVV�FDQ�GHOLYHU�RQ�WKH�XQGHOLYHUDEOH�ZLWKRXW�FKDQJLQJ�WKH�EDVLF�UXOHV�RI�WKH�JDPH��6XFK�DSSURDFKHV� HIIHFWLYHO\� DOORZ�PDQDJHPHQW� WR� FODLP� WKDW� WKH\�KDYH� DGGUHVVHG� DQG� VROYHG�� RU�DUH� LQ� WKH� SURFHVV� RI� DGGUHVVLQJ�VROYLQJ�� LVVXHV� RI� VRFLDO� MXVWLFH�� VRFLDO� H[FOXVLRQ� DQG�HFRORJLFDO�SURWHFWLRQ��DQG�SURFHHG�WR�FDUU\�RQ�GRLQJ�ZKDW�WKH\�DUH�KLUHG�WR�GR�DQG�ZKDW�WKH\�GR�EHVW�± PDNH�PRQH\�IRU�WKHLU�VKDUHKROGHUV��5DWKHU�WKDQ�GHYHORS�IRUPV�RI�UHSRUWLQJ�ZKLFK�SURYLGH� D� PRUH� EDODQFHG�� µZDUWV� DQG� DOO¶� DFFRXQW� RI� WKH� IXOO FRVW� RI� EXVLQHVV� DFWLYLWLHV� LQ�VRFLDO�� KXPDQ� DQG� HFRORJLFDO� WHUPV�� GHYHORSPHQWV� WR� GDWH� KDYH� VLPSO\� UHVXOWHG� LQ�VRSKLVWLFDWHG� IRUPV� RI� SXEOLF� UHODWLRQV� KDOI�WUXWKV�� UXEEHU�VWDPSHG� E\� VHOI�DSSRLQWHG�LQGHSHQGHQW� µH[SHUWV¶�� PRVWO\� IURP� WKH� DFFRXQWDQF\� SURIHVVLRQ���� ZKR� SURYLGH� HPSW\��IDWXRXV�IRUPV�RI�µWKLUG�SDUW\¶�DVVXUDQFH��VHH��IRU�H[DPSOH��%DOO�HW�DO���������*UD\�������������������.DPS�5RHODQGV�� ������ ������ ������2¶'Z\HU�� ����E��2ZHQ�HW� DO��� ������2ZHQ� DQG�6ZLIW�� ������� $� PRYH� WRZDUGV�PRUH� FRPSOHWH�� EDODQFHG� DQG� IDLU� FRUSRUDWH� VRFLDO�� HWKLFDO��HQYLURQPHQWDO� RU� µVXVWDLQDELOLW\¶� UHSRUWLQJ� UHTXLUHV� WKDW� WKH� H[HFXWLYH�PDQDJHPHQW�RI� ODUJH�EXVLQHVV� RUJDQL]DWLRQV� DUH� FRPSOHWHO\� KRQHVW� DQG� RSHQ� DERXW� ZKDW� WKH\� FDQ� DQG� FDQQRW�GHOLYHU� XQGHU� WKH� SUHVHQW� VRFLDO� V\VWHP�� +RZHYHU�� EXVLQHVV� LV� SUHGRPLQDQWO\� D� µFDQ�GR¶�FXOWXUH�DQG�LW�LV�IDU�IURP�HDV\�WR�SHUVXDGH�WKH�H[HFXWLYH�PDQDJHPHQW�RI�ODUJH��PXOWL�QDWLRQDO�FRPSDQLHV� WR� VWDWH� FOHDUO\� ZKDW� WKH\� FDQQRW GR�� 8QGHU� WKH� SUHVHQW� VRFLDO� V\VWHP� LQ� WKH�GHYHORSHG� ZRUOG�� SDUWLFXODUO\� DV� UHJDUGV� WKH� GHPDQGV� RI� WKH�PRQH\� FDSLWDO� PDUNHWV� DQG� D�JOREDO�� IUHH�PDUNHW� HFRQRP\�� WKH� H[HFXWLYH� PDQDJHPHQW� RI� ODUJH� EXVLQHVV� RUJDQL]DWLRQV�FDQQRW GHOLYHU� RQ� DQ\WKLQJ� RWKHU� WKDQ� WULYLDO�� LQFRQVHTXHQWLDO� IRUPV� RI� VWDNHKROGHU�GHPRFUDF\�� VRFLDO� MXVWLFH DQG� HFRORJLFDO� SURWHFWLRQ� RU�� FRQVHTXHQWO\�� RQ� VXVWDLQDELOLW\�� EXW�WKH\� FDQ GHOLYHU� RQ� HIILFLHQF\���� +RZHYHU�� DV� GLVFXVVHG� DERYH�� RQH� RI� WKH� ZD\V� LQ� ZKLFK�WKHVH�FKDOOHQJHV�FRXOG�EH�PDGH�PRUH�PDQLIHVW��DQG�WKXV�SHUKDSV�DW�OHDVW�LPSURYH�WKH�FKDQFHV�RI�PHHWLQJ�WKHP��LV�WKURXJK�D�UHVHDUFK�DQG�HGXFDWLRQ�DFWLRQ�SURJUDPPH�ZKLFK�SODFHV�LVVXHV�RI� FRUSRUDWH� VRFLDO� DQG� HQYLURQPHQWDO� DFFRXQWDELOLW\� DW� WKH� KHDUW� RI� HFRQRPLF�� VRFLDO� DQG�SROLWLFDO�DQDO\VLV��7KHVH�LVVXHV�DUH�FRQVLGHUHG�EULHIO\�LQ�WKH�QH[W�VHFWLRQ�
���� )XWXUH�UHVHDUFK�DJHQGD&RUSRUDWH�VRFLDO�DFFRXQWLQJ�LV��DV�WKH�WHUP�LPSOLHV��HVVHQWLDOO\�D�SURFHVV�RI�µDFFRXQWLQJ�IRU¶�VRPHWKLQJ�RU�RWKHU�ZKLFK�KHOSV�KXPDQ�EHLQJV� WR�PDNH�VHQVH�RI� WKH�ZRUOG�DURXQG� WKHP�� ,Q�RWKHU�ZRUGV�«� LW� LQYROYHV� D� SURFHVV� RI� PDNLQJ� VHQVH� RI� VLWXDWLRQV�� $FFRXQWLQJ� DV� DQ�DUWHIDFW��L�H��DV�D�FROOHFWLRQ�RI�VSHFLILF�WKHRULHV��FRQYHQWLRQV��DQG�SUDFWLFHV��LV�
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D�WDQJLEOH�SURGXFW�RI�WKLV�VHQVH�PDNLQJ�SURFHVV�$V�VXFK��LW�PXVW�EH�XQGHUVWRRG�LQ�UHODWLRQ�WR�WKH�FRQWH[W�LQ�ZKLFK�LW�LV�VHW��DQG�RI�ZKLFK�LW�PDNHV�VHQVH �'DYLV�HW�DO��������S������7KH�IRUPV�RI�FRUSRUDWH�DFFRXQWLQJ�DQG�UHSRUWLQJ�WKDW�KDYH�HPHUJHG�DQG�GHYHORSHG�RYHU�WLPH�KDYH�PLUURUHG�WKH�FKDQJHV�WKDW�KDYH�WDNHQ�SODFH�LQ� WKH�ZD\�VRFLHW\�LWVHOI� LV�RUJDQL]HG��VXFK�DV��IRU�H[DPSOH��IURP�IHXGDOLVP�WR�FDSLWDOLVP��VHH��IRU�H[DPSOH��%XUFKHOO�HW�DO����������7KHVH�FKDQJHV��ZKLOVW�UHPDLQLQJ�ZLWKLQ�WKH�FDSLWDOLVW�PRGH��FRQWLQXH�WRGD\��,Q�WKH�VSHFLILF�FRQWH[W�RI�&('��WKH�VLJQLILFDQW�SUDFWLFDO�GHYHORSPHQWV�LQ�VRFLDO��HWKLFDO�DQG�HQYLURQPHQWDO�UHSRUWLQJ�WR�KDYH�HPHUJHG�DQG�GHYHORSHG�VLQFH�WKLV�SURMHFW�EHJDQ��������KDYH�GUDVWLFDOO\�FKDQJHG�WKH�ODQGVFDSH�RI�FRUSRUDWH�UHSRUWLQJ�SUDFWLFHV�RYHU�WKH�ODVW�WHQ�\HDUV��$W�WKH�SUHVHQW�WLPH���������WKHUH�DUH�D�ZKROH�KRVW�RI�JRYHUQPHQWDO��UHJXODWRU\�DQG�QRQ�JRYHUQPHQWDO�YROXQWDU\�UHSRUWLQJ�JXLGHOLQHV�IRU�FRUSRUDWH�UHSRUWLQJ�RQ�WKH�HFRQRPLF��VRFLDO��HWKLFDO�DQG�HQYLURQPHQWDO�DVSHFWV�RI�EXVLQHVV�RSHUDWLRQV��VHH�&KDSWHU����6HFWLRQV�����DQG�������7KHUH�LV�DW�OHDVW�D�SRVVLELOLW\�WKDW�WKHVH� IUHVK� GHYHORSPHQWV� ZLOO� OHDG� WR� WKH� JHQHUDWLRQ� RI� QHZ� LPDJHV� RI� WKH� EXVLQHVV�RUJDQL]DWLRQ�� LPDJHV�ZKLFK�ZLOO� DOORZ�SRZHUIXO� QHZ� LQVLJKWV� WR� HPHUJH�RI� WKH� UHODWLRQVKLS�EHWZHHQ� EXVLQHVV� DQG� VRFLHW\� LQ� JHQHUDO� DQG� RI� WKH� UHODWLRQVKLS� EHWZHHQ� HFRQRP\� DQG�HFRORJ\� LQ� SDUWLFXODU�� +RZHYHU�� WKHVH� GHYHORSPHQWV� KDYH� EHHQ� ODUJHO\� LJQRUHG� E\� WKH� YDVW�PDMRULW\�RI�XQLYHUVLW\� DFFRXQWDQF\� DQG�EXVLQHVV� ILQDQFH�GHSDUWPHQWV� WKURXJKRXW� WKH�ZRUOG��SDUWLFXODUO\�WKRVH�LQ�WKH�8QLWHG�6WDWHV�DQG�FRQWLQHQWDO�(XURSH��WKH�ODWWHU�SUHIHUULQJ�WR�UHVHDUFK�DQG� WHDFK� WUDGLWLRQDO�DUHDV RI�DFFRXQWLQJ��PDQDJHPHQW�DQG�ILQDQFH�IURP�ZLWKLQ�D� µSRVLWLYH¶�HFRQRPLFV�SDUDGLJP����$V�0DWKHZV��������S������VWDWHV�«� WKH� IDLOXUH� WR� JHW� VRFLDO� DQG� HQYLURQPHQWDO� DFFRXQWLQJ� LQWR� WKH�XQGHUJUDGXDWH� FXUULFXOXP� LV� D� PDMRU� GLVDSSRLQWPHQW�� ,Q� JHQHUDO�� WKH� QH[W�JHQHUDWLRQ� RI� DFFRXQWLQJ� SURIHVVLRQDOV� DUH� DOPRVW� DV� SRRUO\� SUHSDUHG� WR�HYDOXDWH� QHZ� GHYHORSPHQWV� �DQG� HPEUDFH� WKHP�ZKHUH� DSSURSULDWH�� DV� ZHUH�SDVW�JHQHUDWLRQV�6LPLODUO\�� UHFHQW� HIIRUWV� WR�HQFRXUDJH�PRUH� VXEVWDQWLYH� UHVHDUFK� LQWR� WKH� ILHOG�RI� VRFLDO� DQGHQYLURQPHQWDO�DFFRXQWLQJ�LQ�(XURSH��%HEELQJWRQ�HW�DO���������KDYH�KLJKOLJKWHG�WKH�H[WHQW�WR�ZKLFK� UHVHDUFKHUV�DUH� VWLOO�QRW�JHWWLQJ� WKH� ILQDQFLDO�DQG� LQVWLWXWLRQDO� VXSSRUW�QHHGHG� WR�KHOS�GHYHORS� WKLV�DUHD�RI�DFFRXQWLQJ�HGXFDWLRQ�DQG� UHVHDUFK��:LWK� WKH�H[FHSWLRQ�RI� WKH�8.��DQG�SHUKDSV�6SDLQ��WKH�UHVW�RI�(XURSH�FRQWLQXHV�WR�VKRZ�RQO\�PDUJLQDO��HUUDWLF�LQWHUHVW�LQ�DQ�DUHD�WKDW� KDV� JDLQHG� ZLGHVSUHDG�� LQVWLWXWLRQDO� VXSSRUW� IURP� VXSUD�QDWLRQDO� ERGLHV� VXFK� DV� WKH�(XURSHDQ�&RPPLVVLRQ��WKH�(XURSHDQ�3DUOLDPHQW�DQG�WKH�8QLWHG�1DWLRQV��7KH�LPSOLFDWLRQV�RI�WKLV�IRU�DFFRXQWDQF\�SUDFWLWLRQHUV�DQG�UHVHDUFKHUV�DUH�FOHDU��1RW�RQO\�DUH�WKH\�LOO�SUHSDUHG�WR�DVVLVW� WKHLU� FRUSRUDWH� FOLHQWV� DQG� VWXGHQWV� LQ�PRYLQJ� WRZDUGV�PRUH� KROLVWLF� IRUPV� RI� VRFLDO�XQGHUVWDQGLQJ��UHVSRQVLELOLW\ DQG�DFFRXQWDELOLW\��WKH\�DUH�DOVR�SRRUO\�HTXLSSHG�WR�FRPSHWH�LQ�D� PDUNHW� SODFH� WKDW� LV� EHFRPLQJ� RYHU�SRSXODWHG� ZLWK� DQ� LQFUHDVLQJ� YDULHW\� RI� GLVFLSOLQHV�JHDULQJ�XS�WR�SURYLGH�QHZ�VHUYLFHV�IRU�FRUSRUDWH�UHSRUWLQJ�LQ�WKH�WZHQW\�ILUVW�FHQWXU\��VHH��IRU�H[DPSOH�� =DGHN� DQG� 0HUPH�� ��������� 2QH� RI� WKH� PRVW� GLVWXUELQJ� DVSHFW� RI� WKHVH�GHYHORSPHQWV� LV� WKH� WHQGHQF\� DPRQJVW� TXDOLILHG� DFFRXQWDQF\� SUDFWLWLRQHUV� DQG� H[SHULHQFHG�UHVHDUFKHUV� WR� DVVXPH� WKDW� WKH\� DOUHDG\� SRVVHVV�� RU� FDQ� DFTXLUH� LQ� VXSHUPDUNHW�WUROOH\�IDVKLRQ�� WKH� UHTXLUHG� NQRZOHGJH�� FRPSHWHQFHV� DQG� VRFLDO XQGHUVWDQGLQJ WR� WHDFK�� WUDLQ��UHVHDUFK�DQG�SURYLGH�VHUYLFHV�LQ�WKLV�ILHOG��/DFN�RI�HGXFDWLRQ�DW�ERWK�XQGHUJUDGXDWH�DQG�SRVW�JUDGXDWH� OHYHO� LQ�GHYHORSLQJ� D�SRVW�PRGHUQLVW�� SRVW�VWUXFWXUDOLVW� XQGHUVWDQGLQJ�RI WKH�ZLGHU�
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VRFLDO�� SROLWLFDO�� HWKLFDO� DQG� HFRORJLFDO� DVSHFWV� RI� FRUSRUDWH� VRFLDO� UHVSRQVLELOLW\� DQG� VRFLDO�DQG�HQYLURQPHQWDO�DFFRXQWLQJ��VHH��IRU�H[DPSOH��*UD\�DQG�&ROOLVRQ��������2ZHQ�HW�DO���������PD\�EH�D�FULWLFDO�IDFWRU�LQ�WKLV�FRQWH[W��SDUWLFXODUO\�DV UHJDUGV�WKH�QRQVHQVLFDO�QDWXUH�RI�PDQ\�VR�FDOOHG� IRUPV� RI� µVXVWDLQDELOLW\¶� UHSRUWLQJ�ZKLFK� WKH� XQLYHUVLWLHV�� ODUJH� DFFRXQWLQJ� ILUPV��UHVHDUFK� LQVWLWXWHV� DQG�QRQ�JRYHUQPHQWDO�ERGLHV� VHHP�VR�HDJHU� WR�EH�DVVRFLDWHG�ZLWK�DW� WKH�SUHVHQW� WLPH��5H�GLUHFWLQJ� WKLV ZLOO� UHTXLUH� D�PDMRU� FKDQJH� WR�XQLYHUVLW\�XQGHUJUDGXDWH� DQG�SRVW�JUDGXDWH� WHDFKLQJ� DQG� UHVHDUFK� SURJUDPPHV�� )RU� WKH� WLPH� EHLQJ�� DW� OHDVW�� WKH� ZLOO� WR�LPSOHPHQW�VXFK�FKDQJHV�LV�DEVHQW�IURP�DOO�EXW�D�WLQ\�PLQRULW\�RI�HGXFDWLRQ�LQVWLWXWLRQV��7KLV�LV� D� SHULORXV� VWDWH� RI� DIIDLUV�� QRW� OHDVW� EHFDXVH� LW� UHLQIRUFHV� WKH� VWDWXV� TXR� RI� µWKH� EXVLQHVV�FDVH¶� ZKHQ� WKH� QHHG� IRU� DQ� DOWHUQDWLYH�� PRUH� KROLVWLF�� VRFLR�SROLWLFDO� XQGHUVWDQGLQJ� RI� WKH�UHODWLRQVKLS�EHWZHHQ�EXVLQHVV�DQG�VRFLHW\�KDV�QHYHU�EHHQ�JUHDWHU�5HFHQW�GHYHORSPHQWV�LQ�WKH�SUDFWLFH�RI�FRUSRUDWH�VRFLDO��HWKLFDO�DQG�HQYLURQPHQWDO�UHSRUWLQJ�DOVR�UDLVH�LPSRUWDQW�LVVXHV�IRU�WKRVH�HQJDJHG�LQ�DQG�GHGLFDWHG�WR�&65�UHVHDUFK��'HVSLWH�RYHU����\HDUV�RI�DFWLYH��FRPPLWWHG�ZRUN�RQ�WKH�SDUW�RI�D�VPDOO�EXW�JURZLQJ�QXPEHU�RI�UHVHDUFKHUV��VHH�� IRU� H[DPSOH��*UD\�� ������0DWKHZV�� ������� DFDGHPLFV� DUH� VWLOO� D� YHU\� ORQJ�ZD\� IURP�EHLQJ�DEOH�WR�RIIHU�DQ\�ILUP�FRQFOXVLRQV�DV�WR�WKH�QDWXUH�DQG�FDXVHV�RI�&65�&('��$OWKRXJK�WKH� HYLGHQFH�� LQFOXGLQJ� WKDW� SUHVHQWHG� LQ� WKH� SUHVHQW� VWXG\�� VHHPV� WR VXJJHVW� WKDW� WKHUH� DUH�FHUWDLQ�IDFWRUV�ZKLFK�LQIOXHQFH�&65�&('��WKHUH�DUH�PDQ\�XQUHVROYHG�LVVXHV�DV�ZHOO�DV�LVVXHV�RYHU�ZKLFK�WKH�HPSLULFDO�HYLGHQFH�LV�HLWKHU�LQFRQFOXVLYH�RU�FRQWUDGLFWRU\��,Q�UHDOLW\��ZKHWKHU�DQ\�VWDEOH UHODWLRQVKLSV�H[LVW�EHWZHHQ�&65�&('�DQG�RWKHU�H[SODQDWRU\�YDULDEOHV�ERWK�DFURVV�ILUPV�DQG�RYHU�WLPH�LV�VWLOO�GHEDWDEOH��+DFNVWRQ�DQG�0LOQH���������7KLV�XQVHWWOHG�VLWXDWLRQ�LV�FRPSRXQGHG�E\�D�ODFN�RI�VWDQGDUGL]DWLRQ�LQ�WKH�UHVHDUFK�WHFKQLTXHV�HPSOR\HG�ZLWK�UHJDUG�WR�VDPSOLQJ�DQG�PHDVXUHPHQW WHFKQLTXHV�VXFK� WKDW� LW� LV�GLIILFXOW� WR�GUDZ�DQ\�ILUP�FRQFOXVLRQV�RQ� WKHVH� UHODWLRQVKLSV��0RUHRYHU�� DYDLODEOH� GDWD� RQ� WUHQGV� LQ�&65�&('�RYHU� WLPH� UHPDLQV�IHZ�DQG�IDU�EHWZHHQ�ZLWK�UHODWLYHO\�IHZ�FRQWHQW�DQDO\VLV�VWXGLHV�KDYLQJ�EHHQ�SXEOLVKHG�XS�WR�WKH� SUHVHQW� WLPH�� 6XFK� VWXGLHV� DUH� LQYDOXDEOH� EHFDXVH� WKH\� SURYLGH� DQ� LQVLJKW� LQWR� KRZ�PDQDJHPHQW� UHVSRQG� WR� WKH� FKDQJLQJ� VRFLDO�� SROLWLFDO� DQG� HFRQRPLF� FOLPDWH� LQ� ZKLFK�GLVFORVXUH� DQG� GLVFRXUVH� RFFXUV� 7KXV�� LW� LV� QHFHVVDU\� WKDW� &65� UHVHDUFK� FRQWLQXH� WR� EH�FRQGXFWHG� DORQJ� D� YDULHW\� RI� GLIIHUHQW� DYHQXHV�� ZLWK� UHVHDUFKHUV� HPSOR\LQJ� RQH� RU� PRUH�H[LVWLQJ�DQG�RU�QHZ�WKHRULHV�WR�H[SORUH�WKH�SRVVLEOH�LQIOXHQFH�RI�RWKHU�ILUP�FKDUDFWHULVWLFV�DQG�VRFLR�SROLWLFDO� LQIOXHQFHV� LQ� DFFRUGDQFH� ZLWK� WKH� JHQHUDO� PRGHO� SUHVHQWHG� LQ� &KDSWHU� ���)LJXUH�������+RZHYHU��D�EURDGHU��ORQJ�WHUP�SHUVSHFWLYH�VXJJHVWV�WKDW�LW�LV�H[WUHPHO\�XQOLNHO\�WKDW�DQ\�RQH�WKHRU\�LV�DEOH�WR�SURYLGH�DOO WKH�DQVZHUV��DOO WKH�WLPH�DQG�LQ�DOO VLWXDWLRQV�WR�WKH�W\SH� RI� UHVHDUFK� TXHVWLRQV� SRVHG� E\� WKH� SUHVHQW� VWXG\� 7KXV�� WR� WKH� H[WHQW� WKDW� H[LVWLQJ�WKHRULHV� FRPH� WR� EH� VHHQ� DV� LQDGHTXDWH� LQ� WKLV� FRQWH[W�� &65� UHVHDUFKHUV� ZLOO� QHHG� WR� JR�RXWVLGH�WKHLU�RZQ�GLVFLSOLQH�WR�µERUURZ�LQWHOOHFWXDOO\¶��/DXJKOLQ��������IURP�RWKHU�GLVFLSOLQHV�ZKLFK� PD\� SURYLGH� WKH� WKHRUHWLFDO� DQG PHWKRGRORJLFDO� SHUVSHFWLYHV� QHHGHG� WR� DGGUHVV�FRPSOH[�VRFLDO��SROLWLFDO�DQG�HFRQRPLF�SKHQRPHQD�VXFK�DV�&65�DQG�&('�$� IXUWKHU�� LPSRUWDQW� DVSHFW� FRQFHUQV� WKH� LPSOLFLW� RU� H[SOLFLW� HQG�JDPH� ZKLFK� XQGHUOLHV�&65�&('� UHVHDUFK� DQG� SUDFWLFH�� 2QH� RI� WKH� PRVW� LPSRUWDQW� FKDOOHQJHV� IDFLQJ� &65�UHVHDUFKHUV�LV�WKH�TXHVWLRQ�RI�ZKHWKHU�&65�&('�UHVHDUFK�FDQ�UHYHUVH�WKH�ORVV�RI�GHPRFUDF\�DQG� DFFRXQWDELOLW\� DV� FODLPHG� E\� WKH� UDGLFDO� 0DU[LDQ� �L�H�� FODVVLFDO�� SROLWLFDO� HFRQRP\�DQDO\VLV��$V�*UD\�HW�DO� �������KDYH�VWDWHG�
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8QWLO� WKHUH� LV� D� JUHDW� GHDO� PRUH� SROLWLFDO� ZLOO� LQ� JRYHUQPHQWV�� D� IDU� PRUH�LQIRUPHG� DQG� DFWLYH� GHPRV�� DQ� H[SOLFLW� UHFRJQLWLRQ� RI� WKH� IDLOLQJV� RI� OLEHUDO�HFRQRPLF�GHPRFUDF\�DQG�RU�D�UHLQWURGXFWLRQ�RI�KXPDQ�YDOXHV�DQG�HWKLFV�LQWR�WKH�FRUSRUDWH�ZRUOG��&65�DQG�VRFLDO�DFFRXQWLQJ�PXVW�EH�UHVWULFWHG�WR�OHVV�WKDQ�UDGLFDO� LQLWLDWLYHV�DQG�VR�VWDQG��SRWHQWLDOO\�DW� OHDVW��JXLOW\�DV�FKDUJHG�E\�WKH�0DU[LDQ�DQDO\VLV �S�����0XFK� RI�&65�&('� UHVHDUFK�� SDUWLFXODUO\� UHVHDUFK� WKDW� KDV� HPSOR\HG�2/7� DQG�3($7�� KDV�KLJKOLJKWHG�WKH�ZD\�LQ�ZKLFK�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUH�LV�XVHG�IRU�SROLWLFDO�UDWKHU�WKDQ�GHFLVLRQ�PDNLQJ�RU�DFFRXQWDELOLW\�SXUSRVHV��7KLV�KDV�VSXUUHG�&65�UHVHDUFKHUV�WR�GHYRWH�HIIRUWV� WRZDUGV� GHYHORSLQJ� QHZ� IRUPV� RI� VRFLDO� DQG� HQYLURQPHQWDO� DFFRXQWLQJ� ZKLFK�KLJKOLJKW WKH�H[WHQW�WR�ZKLFK�WKH�FXUUHQW�IRUPV�RI�EXVLQHVV�DFWLYLW\�DQG�ILQDQFLDO�UHSRUWLQJ�DUH�GLUHFWO\� LPSOLFDWHG� LQ� VRFLDO� LQMXVWLFH�� VRFLDO� H[FOXVLRQ� DQG�HQYLURQPHQWDO� GHJUDGDWLRQ� �VHH��IRU�H[DPSOH��%HEELQJWRQ�DQG�*UD\��������������%HEELQJWRQ�DQG�7DQ��������%HEELQJWRQ�DQG�7KRPVRQ�� ������ %HEELQJWRQ� HW� DO��� ������ ������*UD\�� ������� 6XFK� DWWHPSWV� WR�PDNH� IXOO\H[SOLFLW WKH� QHJDWLYH� VRFLDO�� KXPDQ� DQG� HFRORJLFDO� FRQVHTXHQFHV� RI� EXVLQHVV� DFWLYLWLHV��WKURXJK� FRQFHSWV� VXFK� DV� IXOO� FRVW� DFFRXQWLQJ� �)&$�� DQG� DW� WUXO\ µDFFRXQWLQJ� IRU��XQ�VXVWDLQDELOLW\¶�� UHPDLQ� PDUJLQDOL]HG�� SDUWO\� EHFDXVH� VR� IHZ� FRPSDQLHV� DUH� ZLOOLQJ� WR�SDUWLFLSDWH� LQ� WKH� GHYHORSPHQW� RI� IRUPV� RI� DFFRXQWLQJ� ZKLFK� ZRXOG� µVSLOO� WKH� EHDQV¶�� $V�QRWHG�E\�$&&$�81(3���������RI�DOO� WKH�LVVXHV�DGGUHVVHG�E\�WKH�DFFRXQWDQF\�SURIHVVLRQ�LQ�UHODWLRQ�WR�WKH�HQYLURQPHQWDO�VXVWDLQDELOLW\�GHEDWH��)&$�LV�WKH�OHDVW�GHYHORSHG��6LPLODUO\��DV�QRWHG�LQ�WKH�MXGJHV¶�UHSRUW�IRU�WKH�PRVW�UHFHQW�$&&$�8.�(QYLURQPHQWDO�5HSRUWLQJ�$ZDUGV��RQH�RI�WKH�OHDGLQJ�UHSRUWLQJ�DZDUG�VFKHPHV�RI�LWV�NLQG�)HZ� UHSRUWHUV� GLVFXVV� DQG� UHSRUW� SURJUHVV� RQ�PRUH� FKDOOHQJLQJ� JOREDO� DQG�LPSDFW� LVVXHV� VXFK� DV� FOLPDWH� FKDQJH� DQG� IXOO� FRVW� DFFRXQWLQJ�� ,Q� JHQHUDO��DWWHPSWV�DW�HQYLURQPHQWDO�PDQDJHPHQW�DFFRXQWLQJ�RU�DW� IXOO�FRVW�DFFRXQWLQJ�DUH�QRW�EHLQJ�PDGH��:KLOH�WKH�UHODWHG�SHUIRUPDQFH�GDWD�RQ�&2� HPLVVLRQV�DUH�GLVFORVHG��WKH�ZLGHU�GLVFXVVLRQ�RQ�FOLPDWH�FKDQJH�DQG�LWV�LPSOLFDWLRQV�IRU�WKH�RUJDQL]DWLRQ�LQ�WKH�IXWXUH�LV�ODFNLQJ �$&&$�����E��S�����$V�ZLWK�EXVLQHVV��WKH�DFFRXQWLQJ�SURIHVVLRQ�DSSHDUV�PXFK�PRUH�ZLOOLQJ�WR�DGGUHVV�DQG�IRVWHU�PDUNHW�OHG� DQG� PDUNHW�EDVHG� LQLWLDWLYHV� VXFK� DV� FDUERQ� WUDGLQJ�� HPLVVLRQ� ULJKWV� DQG�JUHHQKRXVH�JDV�YHULILFDWLRQ��VHH��IRU�H[DPSOH��)((�����E���6LPLODUO\��FRPSDQLHV�KDYH�EHHQ�PRUH� HDJHU� WR� DGRSW� RWKHU�� PXFK� OHVV� LQWUXVLYH� DQG� FKDOOHQJLQJ� IRUPV� RI� DFFRXQWLQJ� DQG�UHSRUWLQJ��VXFK�DV�WKRVH�GHYHORSHG�E\�*5,��������������DQG�,6($���������$V�D�UHVXOW��WKHUH�LV�D�YHU\�UHDO�ULVN�WKDW��UDWKHU�WKDQ�PDNLQJ�WKH�DEVHQFH�RI�GHPRFUDF\�DQG�DFFRXQWDELOLW\�PRUH�YLVLEOH�� WKHVH� RWKHU� IRUPV� RI� UHSRUWLQJ� ZLOO� VLPSO\� SHUPLW� ODUJH� FRUSRUDWLRQV� WR� FRQWLQXH�PDVNLQJ�WKH�WUXH�H[WHQW�RI�WKHLU�VRFLDO��KXPDQ�DQG�HQYLURQPHQWDO�LPSDFWV��$�UDGLFDO��FULWLFDO�SHUVSHFWLYH� RQ� DFFRXQWLQJ� VXJJHVWV� WKDW� ³���� WKH� FRQWUROOLQJ� LQWHUHVW� ZLWKLQ� WKH� GRPLQDQW�HFRQRPLF�V\VWHP��KDYLQJ�JDLQHG�SRZHU�DV�D�UHVXOW�RI�WKH�V\VWHP��FRQWUROV�WKH�VSHFLILFDWLRQ�RI�DFFRXQWLQJ� DFWLYLW\´� �'LOODUG� ������ S������ )URP� WKLV� YLHZSRLQW�� LW� LV� VHHQ� DV� KLJKO\�LPSUREDEOH� WKDW�&65�&('�ZRXOG� IRFXV� RQ� ³«�H[SRVLQJ� WKH�ZHDNQHVVHV� RI� WKDW� HFRQRPLF�V\VWHP� LQ� VXFK� D� ZD\� WKDW� ZRXOG� FRQWULEXWH� WR� D� FULWLTXH� OHDGLQJ� WR� UDWLRQDO� HYDOXDWLRQ� RI�VRFLDO�DUUDQJHPHQWV´��'LOODUG�������S����&65�UHVHDUFKHUV�QRW HQJDJHG�LQ�WKH�FULWLFDO��UDGLFDO�DJHQGD�RI�VWURQJ�IRUPV�RI�VXVWDLQDELOLW\�ZKLFK�VWUHVV�WKH�QHHG�WR�UHSODFH WKH�H[LVWLQJ�VRFLDO�V\VWHP��L�H��JOREDO��LQGXVWULDO�FDSLWDOLVP��
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LWVHOI� UXQ� WKH� YHU\� UHDO� ULVN� RI� VLPSO\� HQJDJLQJ� LQ� WKH� GLVFRXUVH� RI� µSHWWLQHVV� WKDW� SOD\V� VR�URXJK¶��'\ODQ���������6XFK�UHVHDUFK�LV�SHWW\ LQ�WKH�VHQVH�WKDW�VLPSO\�LQYHVWLJDWLQJ�ZKDW��KRZ�DQG� ZK\� FRPSDQLHV� UHSRUW� LV� DQ� LUUHOHYDQFH� ZKHQ� VHHQ� LQ� WKH� FRQWH[W� RI� D� VRFLDO� V\VWHP��JOREDO�LQGXVWULDO�FDSLWDOLVP��WKDW�LV�GLUHFWO\�UHVSRQVLEOH�IRU�JOREDO�HFRORJLFDO�GHYDVWDWLRQ�DQG�VRFLDO�LQMXVWLFHV�RQ�DQ�XQSUHFHGHQWHG�VFDOH��6LPLODUO\��&65�UHVHDUFK�LV�URXJK LQ�WKH�VHQVH�WKDW�LW�OHDYHV�XQFKDOOHQJHG�D�VRFLDO�V\VWHP�WKDW�SODFHV�OLWWOH�ZRUWK�RQ�DHVWKHWLF��PRUDO��HFRORJLFDO�RU� VSLULWXDO� YDOXHV� EXW� IRFXVHV� H[FOXVLYHO\� RQ� HIILFLHQF\� LQ� WKH� XWLOLWDULDQ� H[SORLWDWLRQ� RI�QDWXUDO�� VRFLDO� DQG�KXPDQ�FDSLWDO� DQG� WKH�HJRWLVWLFDO�DFFXPXODWLRQ�RI�PRQHWDU\�ZHDOWK� 7KH�ODWWHU� LVVXH� LV� FRQWURYHUVLDO� DQG�PDQ\�PDLQVWUHDP� DFFRXQWLQJ� UHVHDUFKHUV� DQG� SUDFWLWLRQHUV�ZLOO� EH� XQFRPIRUWDEOH� ZLWK� WKH� VXJJHVWLRQ� WKDW� WKH\� DUH� VRPHKRZ� LPSOLFDWHG� LQ� IRVWHULQJ�ZLGHVSUHDG� VRFLDO� LQMXVWLFH�� VRFLDO� H[FOXVLRQ� DQG HQYLURQPHQWDO� GHJUDGDWLRQ�� %XW� ZKLOH�FXUUHQW� IRUPV� RI� FRUSRUDWH� UHSRUWLQJ� FRQWLQXH� WR� OHDYH� RXW� RI� WKH� HTXDWLRQ� WKH� GLUHFW� DQG�LQGLUHFW�� QRQ�PDUNHW� VRFLDO�� KXPDQ�� FXOWXUDO� DQG� HFRORJLFDO� LPSDFWV�� LW� LV� LPSRVVLEOH� WR�SURYLGH�DQ\�UHOLDEOH�DVVHVVPHQW�RI�WKH�IXOO�EHQHILWV�DQG�FRVWV�GHULYHG�IURP�WKH�SULYDWH�SXUVXLW�RI� HFRQRPLF� ZHDOWK� XQGHU� JOREDO� LQGXVWULDO� FDSLWDOLVP�� 'HYHORSPHQWV� LQ� )&$� DQG� RWKHU�IRUPV� RI� KROLVWLF� UHSRUWLQJ� DVVRFLDWHG� ZLWK� D� VHULRXV� DSSURDFK� WR� µDFFRXQWLQJ� IRU��XQ�VXVWDLQDELOLW\¶��VHH�&KDSWHU ���VHFWLRQV�����DQG������ZRXOG�DUJXDEO\�JR�VRPH�ZD\�WRZDUGV�FUHDWLQJ�D�WUXHU��IDLUHU�DQG�PRUH�HYHQ�KDQGHG�EDVLV�IRU�FRUSRUDWH�DFFRXQWDELOLW\�DQG�UHSRUWLQJ��$FFRXQWLQJ�KDV�DQ�LPSRUWDQW�UROH�WR�SOD\�LQ�WKLV�UHJDUG�E\�VLJQDOOLQJ��WKURXJK�IRUPV�RI�)&$�DQG�VWURQJHU� IRUPV�RI� µDFFRXQWLQJ�IRU�VXVWDLQDELOLW\¶��ZKDW� LV� OLNHO\� WR�KDSSHQ� LI� WKHUH�LV�QR�FKDQJH�WR�WKH�FXUUHQW�EXVLQHVV�VRFLHW\�KHJHPRQ\��0XFK�PRUH�UHVHDUFK�HIIRUW�WKHUHIRUH�QHHGV�WR�EH�GLUHFWHG�WRZDUGV�LPSURYLQJ�SDVW�DWWHPSWV�LQ�WKLV�DUHD��VHH��IRU�H[DPSOH��%HEELQJWRQ�HW�DO������������+RZHYHU��LW�LV�QDwYH�WR�DVVXPH�WKDW�UHVHDUFK�HIIRUWV�WR�EULQJ�DERXW�VXFK�FKDQJH�ZLOO�JR�XQFKDOOHQJHG��$V�QRWHG�E\�2ZHQ�HW�DO� ��������D�FRUQHUVWRQH�RI�WKH�UDGLFDO��0DU[LDQ�FULWLTXH�RI�PDLQVWUHDP�RU�PLGGOH�RI� WKH�URDG��7LQNHU�HW�DO���������VRFLDO�DQG�HQYLURQPHQWDO�DFFRXQWLQJ� SURJUDPPHV� LV� WKDW� WKH\� DUH� WRR� HDVLO\� FDSWXUHG�� DQG� WKXV� PDGH� LPSRWHQW�� E\�SRZHUIXO�� GRPLQDQW� HFRQRPLF� IRUFHV�ZKLFK�KDYH� D�YHVWHG� LQWHUHVW� LQ�PDLQWDLQLQJ� WKH� VWDWXV�TXR�� &XUUHQW� WUHQGV� LQ� WKH� SUDFWLFH� RI� VRFLDO� DQG� HQYLURQPHQWDO� DFFRXQWLQJ� DQG� UHSRUWLQJ��QRWDEO\� WKH� HPHUJHQFH� RI� µVXVWDLQDELOLW\¶� UHSRUWLQJ� �*5,�� ������ ������� VXJJHVW� WKDW� WKH�SURFHVV�RI�µPDQDJHULDO�FDSWXUH¶��3RZHU��������LV�DOUHDG\�ZHOO�DGYDQFHG��:KHWKHU� LW� LV�DQ\�LQGHHG�DQ\�ORQJHU�SRVVLEOH�IRU�DFFRXQWLQJ�UHVHDUFKHUV�DQG�SUDFWLWLRQHUV� WR�ZUHVWOH� EDFN� WKH� PRUH� UDGLFDO� HOHPHQWV� RI� &65� LV� GHEDWDEOH�� $W� EHVW�� WKH� ³JUHHQLQJ� RI�DFFRXQWLQJ´� SURMHFW� �%HEELQJWRQ� DQG� *UD\�� ������ %HEELQJWRQ� DQG� 7KRPVRQ�� ������%HEELQJWRQ�HW�DO���������������*UD\������D��������������*UD\�DQG�%HEELQJWRQ��������*UD\�HW�DO��� ������ ����D�� G�� LV� XQGHU� VHULRXV� WKUHDW� IURP� RUJDQL]DWLRQV� VXFK� DV�&65�(XURSH�� )((��*5,� DQG� ,6($�ZKLFK�PHUHO\� RIIHU� D� ERXUJHRQLQJ� ED]DDU� RI� H[FXVHV� IRU� WKH� VWDWXV� TXR��$W�ZRUVW�� WKH�SURMHFW� LV� GHDG� LQ� WKH�ZDWHU��7KLV� LV�QRW� WR� VXJJHVW� WKDW� VWXGLHV�ZKLFK�DWWHPSW� WR�XQGHUVWDQG VRFLDO�SUDFWLFHV��WKHLU�GHYHORSPHQW�DQG�WKHLU�HIIHFWV��VXFK�DV�WKDW�SUHVHQWHG�KHUH��DUH� QRW� RI� YDOXH��4XLWH� WKH� UHYHUVH�� WKH\� FDQ� RIIHU� YDOXDEOH� LQVLJKWV� LQWR� XQGHUVWDQGLQJ� WKH�VRFLHW\� LQ� ZKLFK� ZH� RSHUDWH� DQG� WKH� UROH� SOD\HG� E\� DFFRXQWLQJ� DQG� UHSRUWLQJ� ZLWKLQ� WKDW�VRFLHW\�� +RZHYHU�� LI� &65� UHVHDUFK� KDV� D� SXUSRVH� DQG� WKDW� XQGHUO\LQJ� SXUSRVH� LV� VRFLDO�FKDQJH�� ZKLFK� LW� DUJXDEO\� LV� IRU� WKH� YDVW� PDMRULW\� RI� &65� UHVHDUFKHUV�� WKHUH� UHPDLQV� D�TXHVWLRQ�PDUN�RYHU�WKH�GHJUHH�WR�ZKLFK�WKH�SUDFWLFH RI�&65�FDQ�HYHU�EH�HIIHFWLYH�LQ�EULQJLQJ�DERXW�WKH�GHVLUHG�WUDQVIRUPDWLRQV�UHTXLUHG�WR�DWWDLQ�D�µWUXH��IUHH�DQG�MXVW�OLIH¶��/DXJKOLQ�������IRU� DOO� VHFWLRQV� RI� VRFLHW\��7R� GDWH��PDQ\� RI� WKH� QHZ� IRUPV� RI� VRFLDO� DFFRXQWLQJ� WKDW� KDYH�
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HPHUJHG� RYHU� WKH� ODVW� WKLUW\� \HDUV� RU� VR�� LQFOXGLQJ� KXPDQ� UHVRXUFH� DFFRXQWLQJ�� HPSOR\HH�UHSRUWLQJ� DQG� HPSOR\HH� UHSRUWV�� VRFLR�HFRQRPLF� VWDWHPHQWV�� HQYLURQPHQW� UHSRUWV�� VRFLDO�UHSRUWV�� WULSOH�ERWWRP�OLQH��7%/��UHSRUWV�KDYH�VLPSO\�GHYHORSHG�IURP�FUXGH�SXEOLF�UHODWLRQV�GRFXPHQWV� WR�PRUH� VRSKLVWLFDWHG� IRUPV� RI� WKH� VDPH�� ,Q� VKRUW�� WKH� GHPRV� LV� VWLOO�QRW EHLQJ�LQIRUPHG�RI�WKH�WUXH��WRWDO�FRVW�RI�WKH�RSHUDWLRQV�RI�EXVLQHVV�DFWLYLWLHV�RU�RI�WKH�OLPLWV�ZKLFK�WKH� SUHVHQW� V\VWHP� SODFHV� RQ� EXVLQHVV� RUJDQL]DWLRQV� WKDW� VHHN� WR� GHOLYHU� RQ� VRFLDO� MXVWLFH��HWKLFDO� UHVSRQVLELOLW\� DQG� HFRORJLFDO� UHVWRUDWLRQ�� )URP� WKDW� SHUVSHFWLYH�� UHVHDUFKHUV� DQG�SUDFWLWLRQHUV� KDYH� KDUGO\� EHJXQ� WR� DGGUHVV� WKH� UHDOO\� LPSRUWDQW� DJHQGD� LVVXHV� ZKLFK� DQ\�VHULRXV�DSSURDFK�WR�&65HVS�DQG�&65�LPSOLHV�
���� 6WD\LQJ�ZLWK�WKH�µELJ�SLFWXUH¶�± D�SHUVRQDO�SOHD�IRU�KXPLOLW\��UHYHUHQFH�DQG�VDQLW\$V�RXWOLQHG�DERYH��HYHQ�LI�DFFRXQWLQJ�DQG�UHSRUWLQJ�SUDFWLFHV�ZHUH�UHIRUPHG�WR�SURYLGH�PRUH�HTXLWDEOH� DQG� UREXVW� IRUPV� RI� FRUSRUDWH� DFFRXQWDELOLW\�� LW� LV� GHEDWDEOH� ZKHWKHU� WKLV� ZRXOG�EULQJ�DERXW�VLJQLILFDQW�FKDQJH�LQ�VRFLDO�EHKDYLRXU��)RU�H[DPSOH��PRVW�PHPEHUV�RI�VRFLHW\�DUH�DOUHDG\�DZDUH��WKURXJK�WKH�PDVV�PHGLD��RI�FXUUHQW�VRFLDO�DQG�HFRORJLFDO�µFULVHV¶�LQ�RQH�IRUP�RU�DQRWKHU��3XW�VLPSO\��³:KR�QHHGV�D ZHDWKHU�SHUVRQ�WR�WHOO�ZKLFK�ZD\�WKH�ZLQG�EORZV"´ ,W�LV�ZLGHO\� UHFRJQLVHG� WKDW�� QRWZLWKVWDQGLQJ� WKH� HQRUPRXV� HFRQRPLF� EHQHILWV� LW� EULQJV� WR� D�SULYLOHJHG�PLQRULW\��WKH�PHFKDQLVP�RI�JOREDO�LQGXVWULDO�FDSLWDOLVP�LPSRVHV�VLJQLILFDQW�VRFLDO�DQG� HFRORJLFDO� EXUGHQV� RQ� D� JURZLQJ�� VLJQLILFDQW� SURSRUWLRQ� RI� WKH� ZRUOG¶V� SRSXODWLRQ��SDUWLFXODUO\� WKRVH�PRVW� YXOQHUDEOH� DQG� WKRVH� RQ� WKH� ORZHU� UXQJV� RI� WKH� ODGGHU�RI� HFRQRPLF�SURVSHULW\� �VHH�� IRU� H[DPSOH��%URZQ� HW� DO��� ������ ������ ������+DQG\�� ������ ������.RUWHQ��������������81,&()�����������6LPLODUO\��WKHUH�LV�D�JURZLQJ�ERG\�RI�ZRUN�ZKLFK�DUJXHV�WKDW�WKH�QDWXUDO�HQYLURQPHQW�LV LQ�PDMRU�FULVLV�LQ�WKH�VHQVH�RI�IDLOLQJ�WR�VXSSRUW�KXPDQ�DQG�RU�QRQ�KXPDQ� OLIH� �VHH�� IRU� H[DPSOH�� *ROGVPLWK�� ������ /RYHORFN�� ������ ������ 3RUULWW�� ������5REHUWVRQ��������6LOYHU��������)URP�WKDW�SHUVSHFWLYH��WKH�EXUQLQJ�LVVXH�RI�RXU�DJH�LV�QRW�ZKHWKHU�ZH�QHHG�WR�EHFRPH�PRUHDZDUH�RI� WKH�VRFLDO�DQG�HFRORJLFDO�EXUGHQ�RI�RXU�VRFLDO�V\VWHP��WKURXJK��IRU�H[DPSOH��PRUH�HTXLWDEOH� IRUPV� RI� &65�� EXW� ZKDW� VWHSV�ZH� DUH� SUHSDUHG� WR� WDNH� WR�UHYHUVH WKH� GHFOLQH� LQ�KXPDQ� YDOXHV�� WKH� TXDOLW\� RI� OLIH� DQG� WKH� VWDWH� RI� WKH� SODQHW�� ,Q� HVVHQFH�� WKLV� LV� WKH� UHDO�FKDOOHQJH� RI� VXVWDLQDELOLW\�� 7R� GDWH�� HIIRUWV� E\� DFFRXQWLQJ� UHVHDUFKHUV�� SUDFWLWLRQHUV� DQG�FRQVXOWDQWV� WR� DGGUHVV� WKLV� FKDOOHQJH� KDYH�� DOPRVW� ZLWKRXW� H[FHSWLRQ�� IRFXVHG� RQ� WKH�V\PSWRPV RI� VRFLDO� LQMXVWLFH� DQG� HFRORJLFDO� GHYDVWDWLRQ� UDWKHU� WKDQ� WKH� XQGHUO\LQJ�FDXVHV��+RZHYHU�� LI� WKHVH�LVVXHV�DUH� WR�EH�DGGUHVVHG�FRPSUHKHQVLYHO\��FULWLFDOO\�DQG�GHFLVLYHO\�� WKLV�PXVW�LQYROYH�TXHVWLRQLQJ�WKH�V\VWHP�LWVHOI��L�H��FDSLWDOLVP����7KH�UDGLFDO�DJHQGDV�RI�GHHS�DQG�VSLULWXDO� HFRORJ\�� IRU� H[DPSOH�� SRVLW� WKDW� WKH� RQO\� LQWHOOLJHQW�� VKUHZG� DQG� UDWLRQDO� ZD\�IRUZDUG� LV� WR� UHSODFH� WKH� SUHVHQW� V\VWHP� RI� JOREDO� LQGXVWULDO� FDSLWDOLVP� ZLWK� D� ZRUNDEOH�DOWHUQDWLYH��RQH�ZKLFK�FRPELQHV�D�FRPPLWPHQW�WR�LQGLYLGXDO�DQG�VRFLDO�HPDQFLSDWLRQ�ZLWK�D�FRPPLWPHQW�WR�XQLYHUVDO�UHVSRQVLELOLW\�DQG�UHYHUHQFH�IRU�DOO OLYLQJ�WKLQJV��VHH��IRU�H[DPSOH��'HYDOO�DQG�6HVVLRQV��������'UHQJVRQ�DQG�,QRXH��������.XPDU��������������0HUFKDQW��������0HW]QHU��������1DHVV��������������1RUJDDUG��������6X]XNL���������,Q�D�UHFHQW�FRPPHQWDU\��+5+�7KH�3ULQFH�RI�:DOHV� �������PDGH�DQ� LPSDVVLRQHG�SOHD� IRU�EDODQFH�DQG�KDUPRQ\� LQ�D�FKDOOHQJLQJ� DQG� GLVWXUELQJ� FULWLTXH� RI� WKH� ZD\� FRPPHUFH�� VFLHQFH�� WHFKQRORJ\�� HGXFDWLRQ��



6XPPDU\�DQG�FRQFOXVLRQV

���

DJULFXOWXUH�� DUFKLWHFWXUH� DQG�PHGLFLQH� KDYH� UHVXOWHG� LQ� WKH� GHFLPDWLRQ� RI� WKH�(DUWK� DQG� WKH�GLPLQXWLRQ�RI�VSLULWXDOLW\��VHHLQJ�KLV�RZQ�OLIH�DV�EHLQJ�PRWLYDWHG�«�E\�D�GHVLUH�WR�KHDO�± WR�KHDO�WKH�GLVPHPEHUHG�ODQGVFDSH�DQG�WKH SRLVRQHG�VRLO�� WKH� FUXHOO\� VKDWWHUHG� WRZQVFDSH�� ZKHUH� KDUPRQ\� KDV� EHHQ� UHSODFHG� E\�FDFRSKRQ\�� WR� KHDO� WKH� GLYLVLRQV� EHWZHHQ� LQWXLWLYH� DQG� UDWLRQDO� WKRXJKW��EHWZHHQ�PLQG�� ERG\� DQG� VRXO�� VR� WKDW� WKH� WHPSOH� RI� RXU� KXPDQLW\� FDQ� RQFH�DJDLQ�EH�OLW�E\�D�VDFUHG�IODPH��WR�OHYHO�WKH�PRQVWURXV�DUWLILFLDO�EDUULHU�HUHFWHG�EHWZHHQ� 7UDGLWLRQ� DQG� 0RGHUQLW\� DQG�� DERYH� DOO�� WR� KHDO� WKH� PRUWDOO\�ZRXQGHG�VRXO�WKDW��DORQH��FDQ�JLYH�XV�ZDUQLQJ�RI�WKH�IROO\�RI�SOD\LQJ�*RG�DQG�RI�EHOLHYLQJ�WKDW�NQRZOHGJH�RQ�LWV�RZQ�LV�D�VXEVWLWXWH�IRU�ZLVGRP ������������S����7KH� FRPPHQWDU\� UHSUHVHQWV� D� VHULRXV� FKDOOHQJH� WR� PDQ\� VHFWLRQV� RI� VRFLHW\�� LQFOXGLQJ�EXVLQHVV��JRYHUQPHQW��DFFRXQWDQWV��UHVHDUFKHUV�DQG�VFLHQWLVWV��7KH�3ULQFH¶V�EDVLF�PHVVDJH�LV�WKDW� WKHLU� DFWLRQV� DUH� FXUUHQWO\�RXW� RI� VWHS�ZLWK� WKH� ORQJ�WHUP�VXVWDLQDELOLW\�RI�KXPDQ�ZHOO�EHLQJ� DV� ZHOO� DV� WKH� ZHOO�EHLQJ� RI� WKH� SODQHW�� $FFRXQWDQF\�� ERWK�PDLQVWUHDP� SUDFWLFH� DQG�UHVHDUFK��DSSHDUV�REOLYLRXV�WR�VXFK�FRQFHUQV��5DWKHU�WKDQ�SXW�UHVRXUFHV�LQWR�GHYHORSLQJ�QHZ�IRUPV�RI�VRFLDO�DQG�HQYLURQPHQWDO�DFFRXQWLQJ�ZKLFK�VKRZ�WKDW�VRPHWKLQJ�PD\�EH�VHULRXVO\�ZURQJ�ZLWK� WKH� SUHVHQW� VRFLDO� V\VWHP�� WKH� SURIHVVLRQ� FKRRVHV� WR� VXSSRUW� LQLWLDWLYHV� VXFK� DV�WKRVH�RI�WKH�)((���������*5,��������DQG�,6($��������ZKLFK�SURYLGH�FRUSRUDWH�PDQDJHPHQW�ZLWK�D�µJHW�RXW�RI MDLO�IUHH�FDUG¶�E\�VSLQQLQJ�RXW�WKH�µZLQ�ZLQ�ZLQ¶�IDEOH�RI�WKH�µVXVWDLQDEOH�JOREDO� FRUSRUDWLRQ� RSHUDWLQJ� LQ� WKH� VXVWDLQDEOH� JOREDO� HFRQRP\¶�� 6LPLODUO\�� UDWKHU� WKDQ�VXSSRUW�DQG�IRVWHU�QHZ��DOWHUQDWLYH�DSSURDFKHV� WR�DFFRXQWLQJ�UHVHDUFK�ZKLFK�SODFH�YDOXH�RQ�LQWXLWLRQ�� LQWHUSUHWDWLRQ� DQG� XQGHUVWDQGLQJ�� XQLYHUVLW\� HFRQRPLFV� IDFXOWLHV� DQG� DFFRXQWLQJ�GHSDUWPHQWV�UHPDLQ�ZHGGHG�DOPRVW�H[FOXVLYHO\�WR�UHGXQGDQW�VFLHQWLILF�WUDGLWLRQV�ZKLFK�GHQ\�WKH�H[LVWHQFH�RI�DQ\WKLQJ�WKDW�FDQQRW�EH�µSURYHG¶�DFFRUGLQJ�WR�WKH�ORJLFDO SRVLWLYLVW�WUDGLWLRQ�DQG� UHIXVH� WR�DFNQRZOHGJH� WKH�H[LVWHQFH�RI�QRUPDWLYH�YDOXHV� LQ� UHVHDUFK�DJHQGDV�XQGHU� WKH�µSRVLWLYH¶�HFRQRPLFV�WUDGLWLRQ��$Q\�VRFLDO�RU�QDWXUDO�V\VWHP�ZKLFK�SXWV�DOO�LWV�HJJV�LQ�RQH�EDVNHW�QRW�RQO\�WDNHV�XQQHFHVVDU\�ULVNV�EXW�DOVR�FUHDWHV�GLVKDUPRQ\��GLVLQWHJUDWLRQ�DQG�G\VIXQFWLRQ��6R�LW�LV�ZLWKLQ�WKH�ZRUOG�RI�DFFRXQWDQF\�� 2QH� RQ� VLGH�� UHSUHVHQWLQJ� WKH� YDVW�PDMRULW\�� DUH� SUDFWLWLRQHUV� DQG� UHVHDUFKHUV�ZKRVH� DYRZHG� DPRUDO RXWORRN� LV� JXLGHG� E\� SULQFLSOHV� RI� µQHXWUDOLW\¶�� µLQGHSHQGHQFH¶��µREMHFWLYLW\¶�DQG�WKH�VHDUFK�IRU�µWUXWK¶�DQG�µDFFXUDF\¶��2Q�WKH�RWKHU�UHVLGHV�D�VPDOO�PLQRULW\�ZKR� KDYH� KDG� WKH� FRXUDJH� WR� DVN� WKH� GLIILFXOW� TXHVWLRQV�� GLVSOD\LQJ� D� VHQVH� RI� DQ[LHW\� DQG�XQHDVH�ZKLFK�HPDQDWHV�IURP�DQ�LQWXLWLYH�XQGHUVWDQGLQJ�WKDW�VRPHWKLQJ�LV�WHUULEO\�ZURQJ�DQG�WKDW�IXQGDPHQWDO�FKDQJHV�KDYH�WR�EH�PDGH��7KHVH�WZR�JURXSV�DUH��VDGO\��QR�ORQJHU�WDONLQJ�WR�HDFK�RWKHU��7KH\�KDYH� WKHLU�RZQ�UHVHDUFK� MRXUQDOV�� WKHLU�RZQ�SUDFWLFH�JURXSV�DQG�WKHLU�RZQ�FRQWDFW� QHWZRUNV�� 7KH� EULGJHV� WKDW� ZHUH� EXLOW� LQ� WKH KDOF\RQ� GD\V� RI� WKH� VRFLDO� DQG�HQYLURQPHQWDO�DFFRXQWLQJ�PRYHPHQW�RI�WKH�HDUO\�����V�KDYH�ORQJ�VLQFH�FROODSVHG�XQGHU�WKH�VWUDLQ� RI� LQVWLWXWLRQDOLVHG� LQWHOOHFWXDO� W\UDQQ\� �$UULQJWRQ�� ��������� 0XFK� RI� PDLQVWUHDP�FRUSRUDWH�DFFRXQWLQJ�UHVHDUFK�DQG�SUDFWLFH�UHPDLQV�ODUJHO\�XQFKDQJHG�E\�DQG�UHPRYHG�IURP�WKH� LQWHUSUHWLYH� DQG� FULWLFDO�� SRVWPRGHUQ� DFFRXQWLQJ� UHVHDUFK� VFKRROV�ZKLFK� KDYH� VRXJKW� WR�EURDGHQ�� HQULFK� DQG� FKDOOHQJH� WKH� GRPLQDQW� QDUURZ�� µSRVLWLYH¶� HFRQRPLFV� WUDGLWLRQ� ZKLFK�FXUUHQWO\�FRXQWV�IRU�ZKDW�FDOO�.XKQ��������GHVFULEHV�DV�µQRUPDO�VFLHQFH¶��&RQYHUVHO\��WKRVH�HQJDJHG� LQ� µUHYROXWLRQDU\� VFLHQFH¶� �.XKQ�� ������ FRQWLQXH� WR� FKLS� DZD\� DW� WKH� HGJHV��
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KLJKOLJKWLQJ� WKH� VHULRXV� PHWDSK\VLFDO� DQG� SKLORVRSKLFDO� DQRPDOLHV� EHWZHHQ� WKH� DFFHSWHG�SDUDGLJP��ORJLFDO�SRVLWLYLVP��DQG�µQHZ�ZRUOG¶�YLHZV�WKDW�DUH�RSHQLQJ�XS�EHIRUH�XV��7KH� UDGLFDO�� FULWLFDO� DQG� LQWHUSUHWLYH� VFKRROV� RI� DFFRXQWLQJ� UHVHDUFK� UHPDLQ� PDUJLQDOL]HG��SDUWLFXODUO\� LQ� PDLQODQG� (XURSH�� ZLWK� UHODWLYHO\� PLQRU� SDUWLFLSDWLRQV� LQ� ERWK� WKH� DUHQD� RI�SXEOLF�SUDFWLFH�DQG�DFDGHPLF�GLVFRXUVH��1HYHUWKHOHVV�� LI�ZH�FKRRVH WR�VHH�WKH�JODVV�DV�KDOI�IXOO� UDWKHU� WKDQ�KDOI�HPSW\�� WKHQ�ZH�PD\�DOVR� FOLQJ� WR� WKH�KRSH� WKDW�� LQ� WKH�QRW�WRR�GLVWDQW�IXWXUH��DV�µSURJUHVV¶�JLYHV�ZD\�WR�SDQLF��DQG�ODWHU�DV�SDQLF�LV�UHSODFHG�E\�LQQHU�UHIOHFWLRQ�DQG�WKH�VHDUFK�IRU�KLJKHU�OHYHOV�RI�KXPDQ�FRQVFLRXVQHVV�DQG�XQGHUVWDQGLQJ��D�QHZ��DOWHUDWLYH�VHW�RI�YDOXHV��FXVWRPV��QRUPV��DWWLWXGHV�DQG�EHOLHIV�ZLOO�HPHUJH��7KH�JOREDO�LQGXVWULDO�HFRQRP\�LV�QRW� RQO\�XQUHDOLVWLF� DQG�XQGHVLUDEOH�� LW� LV� WKH� HSLWRPH�RI�XQUHDOLVP��*ROGVPLWK���������7KH�HYLGHQW�� HQGRZHG� UROH� RI� WKH� SURIHVVLRQDO� DFFRXQWDQW�� ZKHWKHU� LQ� SUDFWLFH�� EXVLQHVV� RU�DFDGHPLD��LV�WR�VHUYH�VRFLHW\�E\�KHOSLQJ�LW�KHDO�LWVHOI��UHJHQHUDWH�LWV�VRXO�DQG�UHFRYHU�IURP�WKH�LQWHOOHFWXDO�VXSHUFLOLRXVQHVV�ZKLFK�SULYLOHJHV�HPSLULFLVP�DQG�UHDVRQ�RYHU�LQWXLWLRQ�DQG�ORYH�
1RWHV�� 6RPH�UHOHYDQFH�KDV�REYLRXVO\�EHHQ�ORVW�GXH�WR�WKH�IDFW�WKDW�WKH�GDWD�UHSRUWHG�LQ�WKLV�LQYHVWLJDWLRQ�DUH� QRZ� RXW� RI� GDWH�� ,W� ZRXOG� QR� GRXEW� KDYH� EHHQ� LQWHUHVWLQJ� WR� H[WHQG� WKH� SHULRG� RI� WKH�LQYHVWLJDWLRQ� WKURXJK� WR������EXW� WLPH�DQG� UHVRXUFH�FRQVWUDLQWV�PHDQW� WKDW� WKLV�ZDV�VLPSO\�QRW�SRVVLEOH��$�PRUH�GHWDLOHG�H[SODQDWLRQ�RI�WKH�UHDVRQV�IRU�FKRRVLQJ�WKH�SHULRG������WR������DQG�RI�WKH�FRQVLGHUDEOH�DPRXQW�RI�WLPH�DQG�HIIRUW�UHTXLUHG�WR�FDUU\�RXW�D�SU RMHFW�RI�WKLV�NLQG�DUH�JLYHQ�LQ�&KDSWHU����� 7KH� HLJKW� LQGXVWU\� VHFWRUV� LQFOXGHG� LQ� WKH� VWXG\� ZHUH� FODVVLILHG� DV� EHWZHHQ� HQYLURQPHQWDOO\�VHQVLWLYH� DQG� OHVV� HQYLURQPHQWDOO\� VHQVLWLYH� �VHH�&KDSWHU��� IRU�GHWDLOV���2Q� WKLV�EDVLV�� WKH� IRXU�HQYLURQPHQWDOO\� VHQVLWLYH� VHFWRUV� ZHUH�� &KHPLFDOV�� ([WUDFWLYH�� 0HFKDQLFDO� (QJLQHHULQJ� DQG�0HWDOOXUJ\��DQG��(QHUJ\�8WLOLWLHV��6LPLODUO\��WKH�IRXU�OHVV�HQYLURQPHQWDOO\�VHQVLWLYH�VHFWRUV�ZHUH��%DQNLQJ�DQG� ,QVXUDQFH��&RQVXPHU�*RRGV��7UDYHO��7RXULVP�DQG�7UDQVSRUW�6HUYLFHV��DQG��5HWDL O�DQG�/HLVXUH��VHH�$SSHQGL[���IRU�GHWDLOV���� 7KH�H[WHQW�WR�ZKLFK��LQGLYLGXDOO\�DQG�FROOHFWLYHO\�� WKH�IRXU�SUR[LHV�IRU�SROLWLFDO�YLVLELOLW\�LQ�WKH�SUHVHQW� VWXG\� µFDSWXUH¶� WKH�SROLWLFDO�YLVLELOLW\�FKDUDFWHULVWLF�RI� ILUPV� LV�GLIILFXOW� WR�DVVHVV� LQ� WKH�DEVHQFH�RI�D�PRUH�GHWDLOHG�HPSLULFDO�LQYHVWLJDWLRQ��+RZHYHU��LW�VHHPV�UHDVRQDEOH�WR�DUJXH�WKDW�WKH�FRQFHSW�RI�FRUSRUDWH�SROLWLFDO�YLVLELOLW\�LV�D�IXQFWLRQ�RI�VHYHUDO�GLIIHUHQW�ILUP�FKDUDFWHULVWLFV��WKH�UHODWLYH� LPSRUWDQFH� RI� HDFK� YDU\LQJ� ERWK� DFURVV� ILUPV� DQG� RYHU WLPH�� )URP� WKLV� SHUVSHFWLYH��FRUSRUDWH� SROLWLFDO� YLVLELOLW\� PD\� EH� FRQVWUXHG� DV� D� FRPSOH[�� G\QDPLF� DQG� PXOWLIDFHWHG�SKHQRPHQRQ��GHSHQGHQW�XSRQ�D�YDULHW\�RI�IDFWRUV�LQFOXGLQJ�VL]H�DQG�SURILWDELOLW\��� +\SRWKHVLV� +��� DOWKRXJK� QRW� D� WHVW� RI� DVVRFLDWLRQ�� LV� UHOHYDQW� LQ� WKH� FRQWH[W� RI� WKH� PRGHO� RI�VWDNHKROGHU�WKHRU\�H[SORUHG�KHUH�EHFDXVH�LW�H[SORUHV�LQWUD�ILUP VWDNHKROGHU�LPSRUWDQFH��)URP�WKLV�SHUVSHFWLYH�� VWDNHKROGHU� SUHVVXUH� RQ� EXVLQHVV� RUJDQL]DWLRQV�PD\� EH� SHUFHLYHG� DV� RFFXUULQJ� RQ�WKUHH�GLIIHUHQW�OHYHOV���L�� LQ�DJJUHJDWH��L�H��IURP�VWDNHKROGHU�JURXSV�FROOHFWLYHO\���LL��LQGLYLGXDOO\��L�H�� IURP�LQGLYLGXDO�VWDNHKROGHU�JURXSV��DQG��LLL��DW�D�VXE �DJJUHJDWH� OHYHO� IURP�VHYHUDO�GLIIHUHQW�VWDNHKROGHU�JURXSV�LQ�FRPELQDWLRQ��L�H��µFOXVWHUV¶�RI�VWDNHKROGHU�JURXSV��� 7KH�EDVLF�SUHPLVH�XQGHUO\LQJ�($7�LQ�UHODWLRQ�WR�WKH�SROLWLFDO�YLVLELOLW\�DUJXPHQW�LV�WKDW�SROLWLFDOO\�YLVLEOH�ILUPV�DUH�WDUJHWV�IRU�FULWLFLVP�IURP�WKH�SROLWLFDO�VHFWRU��SDUWLFXODUO\�UHJXODWRU\�DXWKRULWLHV��:DWWV�� ������ :DWWV� DQG� =LPPHUPDQ�� ������� 6XFK� ILUPV� DUH� V DLG� WR� XVH� YDULRXV� VWUDWHJLHV�GHVLJQHG� WR� UHGXFH� WKH� WKUHDW�RI�SROLWLFDO� LQWHUIHUHQFH� IURP� WKH�SROLWLFDO� VHFWRU�� LQFOXGLQJ�&65��5HVHDUFKHUV� KDYH� UHLQIRUFHG� WKLV� DUJXPHQW� E\� VXFFHVVIXOO\� SUHGLFWLQJ� DQ� DVVRFLDWLRQ� EHWZHHQ��SUR[LHV�IRU��SROLWLFDO�YLVLELOLW\�DQG�&65��VHH��IRU�H[DPSOH��%HONDRXL�DQG�.DUSLN��������1HVV�DQG�0LU]D�� ������ 7URWPDQ� DQG� %UDGOH\�� ������� 8QGHU� 2/7�� WKH� FRQFHSW� RI� SROLWLFDO� YLVLELOLW\� LV�YLHZHG� GLIIHUHQWO\�� UHIOHFWLQJ� D� ZLGHU� VRFLR�SROLWLFDO� SHUVSHFWLYH� RQ� WKH� UHODWLRQVKLS� EHWZHHQ�EXVLQHVV DQG� VRFLHW\� �VHH� &KDSWHU� ��� 7DEOH� ������ (VVHQWLDOO\�� FHUWDLQ� EXVLQHVV� RUJDQL]DWLRQV��QRWDEO\�WKRVH�ZKLFK�DUH�ODUJH�LQ�VL]H�RU�RSHUDWLQJ�LQ�VRFLDOO\�VHQVLWLYH�LQGXVWULHV��DUH�VHHQ�DV�PRUH�
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H[SRVHG� �L�H��SROLWLFDOO\�YLVLEOH�� WR� VRFLDO�SUHVVXUHV�IURP�YDULRXV� LQWHUHVW�JURXSV�ZLWKLQ�VRFLHW\��7KLV� H[SRVXUH� LV� VDLG� WR�PDNH� VXFK� RUJDQL]DWLRQV� HDV\� WDUJHWV� IRU� FULWLFLVP� IURP� VXFK� JURXSV��SDUWLFXODUO\� VRFLDO� DFWLYLVW� DQG� FDPSDLJQ� JURXSV� WKDW� VHHN� VRFLDOO\ �UHVSRQVLEOH� EHKDYLRXU�� 6XFK�FULWLFLVPV� HIIHFWLYHO\� UHSUHVHQW� FKDOOHQJHV� WR� WKH� RUJDQL]DWLRQ¶V� VRFLDO� OHJLWLPDF\�� 3ROLWLFDOO\�YLVLEOH�RUJDQL]DWLRQV�DUH�VHHQ�DV�UHVSRQGLQJ�WR�VXFK�FKDOOHQJHV�E\�XVLQJ�� LQWHU�DOLD��&65�&('�WR�UH�GHILQH�WKH�WHUPV�RI�WKH�VRFLDO�FRQWUDFW��WR�PDQDJH�SXEOLF�LPSUHVVLRQV�DQG�UHGXFH�WKH�EXVLQHVVRUJDQL]DWLRQ¶V�H[SRVXUH�WR�WKH�VRFLDO�DQG�SROLWLFDO�HQYLURQPHQW��� )XUWKHU�LQVLJKW�LQWR�WKH�SRWHQWLDO� LQIOXHQFH�RI�(1*2V�LQ�WKLV�FRQWH[W�LV�SURYLGHG�E\�*UD\� HW�DO�������D��� 7KH\� UHSRUW� WKDW� FKDQJHV� LQ� RUJDQL]DWLRQDO� EHKDYLRXU� �FRQFHUQLQJ� LWV� UHVSRQVH� WR� WKHHQYLURQPHQWDO�DJHQGD��DV�D�UHVXOW�RI�WKH�DWWHQWLRQ�RI�HQYLURQPHQWDO�JURXSV�ZHUH�DVVRFLDWHG�ZLWK�VKRFNV� RU� MROWV� WR� WKH� RUJDQL]DWLRQDO� V\VWHP� IURP� VXVWDLQHG� FDPSDLJQ� DFWLYLWLHV� RI� (1*2V�� ,Q�RWKHU� ZRUGV�� (1*2V� DSSHDU� WR� EH� PRUH� HIIHFWLYH� ZKHUH� WKH\� DUH� DEOH WR� SHQHWUDWH� DQ�RUJDQL]DWLRQ¶V� µSURWHFWLYH� VKHOO¶�� MROWLQJ� WKH� RUJDQL]DWLRQ� LQWR� TXHVWLRQLQJ� LWV� FXUUHQW� EXVLQHVV�SUDFWLFHV� WKHUHE\� FUHDWLQJ� WKH� SRWHQWLDO� IRU� UHDO� FKDQJH�� ,W� PD\� EH�� IRU� H[DPSOH�� WKDW� WKLV�µSURWHFWLYH�VKHOO¶�LQ�WKH�FDVH�RI�YHU\�ODUJH�(XURSHDQ�FRPSDQLHV�LV�KDUG�IRU�(1*2V�WR�FUDFN�LQ�WKH�DEVHQFH�RI�VRPH�H[WUDRUGLQDU\�HYHQW�RU�VHW�RI�FLUFXPVWDQFHV��� 7KH�IDFW� WKDW�PDQDJHUV�DQG�GLUHFWRUV�RI�ODUJH�FRUSRUDWLRQV�DSSHDU�UHOXFWDQW�WR�GLVFORVH�QHJDWLYH�HQYLURQPHQWDO�LQIRUPDWLRQ�LV�DOVR�FRQVLVWHQW�ZLWK D�5RFKHVWHU�6FKRRO RI�DFFRXQWLQJ��VHH�&KDSWHU����DQDO\VLV��%HQVWRQ���������IRU�H[DPSOH��DUJXHV�WKDW��³,W�ZRXOG�EH�D�IRUP�RI�VHOI �GHVWUXFWLRQ��RU�PDVRFKLVP�� IRU� FRUSRUDWH� RIILFHUV� WR� UHSRUW� YROXQWDULO\� WKDW� WKH\� KDG� SROOXWHG� D� ULYHU� RU�GLVFULPLQDWHG�DJDLQVW�PLQRULWLHV��%XW�WKH\�DUH�OLNHO\�WR�UHSRUW�RQ�WKHLU�VRFLDO�SURJUHVV�LQ�DUHDV�DQG�LQ� ZD\V� WKDW� ZRXOG� \LHOG� EHQHILWV� LQ� WKH� IRUP� RI� EHWWHU� HPSOR\HH�� FXVWRPHU�� SXEOLF� DQG�JRYHUQPHQW� UHODWLRQV�� DQG� WKDW�ZRXOG�PLWLJDWH� WKH� FRVWV� WKDW� SUHVVXUH� JURXSV�PLJKW� EH� D EOH� WR�LPSRVH´� �S��������� %HQVWRQ� SRVLWV� WKDW� FRUSRUDWH� RIILFHUV� DQG� GLUHFWRUV� ZRXOG� WHQG� WR� UHSRUW�HYHQWV� LQ� WKH� DQQXDO� UHSRUW� DQG�DFFRXQWV� WKDW� DUH� µVRFLDOO\� UHVSRQVLEOH¶�EXW� WKDW�� LQ� WKH� FDVH�RI�H[WHUQDOLWLHV��WKH�HQRUPRXV�GLIILFXOWLHV�LQYROYHG�LQ�SODFLQJ�PRQHWDU\�YDOXHV�RQ�WKH�UHODWHG�VRFLDO�FRVWV� DQG� EHQHILWV� LPSOLHV� WKDW� LW� LV� QRW� VXUSULVLQJ� WR� ILQG� ³«� WKDW� WKH� UHSRUWV� JHQHUDOO\� DUH�IDYRXUDEOH�WR�WKH�FRPSDQLHV´��������S������� 7KHUH� LV� DOVR� HYLGHQFH� IURP�FRPSDQLHV� WKHPVHOYHV� WKDW� FRUSRUDWH� UHSRUWV� DUH�X VHG�DV�SDUW� RI� D�SXEOLF� UHODWLRQV� FDPSDLJQ��$%1�$052�� IRU� H[DPSOH�� LQ� LWV� ����� DQQXDO� UHSRUW� DQG� DFFRXQWV�VWDWHV�WKDW�FRUSRUDWH�FRPPXQLFDWLRQV�DUH�XVHG�³«�WR�EXLOG�XS�DQ�LPDJH�«�WKDW�ILQGV�ZLGHVSUHDG�VRFLDO�DFFHSWDQFH�«´��S������� +HDULQJV� RI� WKH� +RXVH� RI� 5HSUHVHQWDWLYHV� LQ� WKH�86� LQ� WKH� ����V�� SULRU� WR� WKH� SDVVLQJ� RI� WKH�6XSHUIXQG��VHH�&KDSWHU����6HFWLRQ�������LQWR�KD]DUGRXV�ZDVWH�GXPS�VLWHV�KLJKOLJKWHG�WKH�FDVH�RI�+RRNHU�&KHPLFDO�&RUS���ZKLFK�KDG�XVHG�/RYH�&DQDO�DV�D�GXPS�VLWH��'XULQJ�WKH�FRXUVH�RI�WKHVH�KHDULQJV��VL[�SUHVHQW�DQG�IRUPHU�H[HFXWLYHV�WHVWLILHG�WR�WKH�IDFW�WKDW�WKH�FRPSDQ\�ZDV�DZDUH�RI�WKH�SRVVLEOH� GDQJHUV� WR� KHDOWK� DW� WKH� VLWH� DV� ORQJ� DV����\HDUV�SUHYLRXV� �&DKDQ� HW�DO��� �������:KHQ�TXHVWLRQHG�� D� IRUPHU� FRPSDQ\� RIILFLDO� UHYHDOHG� WKDW� HYHQ� WKRXJK WKH� FRPSDQ\� ZDV� DZDUH� RI�KHDOWK�GDQJHUV�LW�GLG�QRW�LQIRUP�SHRSOH�QHDU�WKH�VLWH�EHFDXVH�WKH�PDQDJHUV�³«�GLG�QRW�IHHO�WKDW�>+RRNHU�&KHPLFDO�&RUS�@�FRXOG�GR�WKLV�ZLWKRXW�LQFXUULQJ�VXEVWDQWLDO�OHJDO�OLDELOLW\´��86�+RXVH�RI�5HSUHVHQWDWLYHV�������S������DV�TXRWHG�E\�&DKDQ�HW�DO��������S������%RWK�1HZPDQ�DQG�%UHHGDQ��������DQG�%RXOWRQ��������KLJKOLJKW�WKH�ULVNV�WR�DQG�GLOHPPDV�IDFHG�E\�FRPSDQLHV�ZKLFK�SXEOLVK�LQIRUPDWLRQ�WKDW�RWKHU�FRPSDQLHV�PD\�EH�DIUDLG�WR�GLYXOJH�DQG�LW�LV�IDU�IURP�FOHDU�WKDW�FRPSDQLHV�ZLOO� JDLQ� FUHGLW� IURP�EHLQJ�FRPSOHWHO\�KRQHVW� DV� LV� FODLPHG�E\� VRPH� �VHH�� IRU�H[DPSOH��'77,��,,6'�DQG�6XVWDLQ$ELOLW\�/WG������������ $V�LQGLFDWHG�LQ�&KDSWHU����WKH�LQYHVWLJDWLRQ�ZDV�RULJLQDOO\�LQWHQGHG�WR�LQFOXGH�WKH�\HDUV������DQG������EXW�UHVRXUFH�FRQVWUDLQWV�DQG� WLPH�RYHUUXQV�PHDQW�WKDW�WKH�LQYHVWLJDWLRQ�KDG�WR�EH�UHVWULFWHG�WR�WKH�SHULRG������WR������RQO\���� 6WDWLVWLFDO�DQDO\VHV�ZKLFK�VHHN�WR�UHODWH�RQH�YDULDEOH�WR�DQRWKHU�KDYH�DQ�HVWDEOLVKHG�FUHGHQFH�LQ�DFFRXQWLQJ� UHVHDUFK�� ZLWK� VFLHQWLILF� FUHGLELOLW\� DQG� YDOXH� QHXWUDOLW\� EHLQJ� VRXJKW� WKURXJK� WKH�SXUVXLW� RI� VWDWLVWLFDO� ³H[SODQDWLRQV´� RI� HFRQRPLF� DQG� VRFLDO� OLIH� �&RRSHU�� ������� +RZHYHU��VWDWLVWLFDO� WHFKQLTXHV� XVHG� WR� WHVW� IRU� FRUUHODWLRQ� EHWZHHQ� WZR� GDWD� VHWV� PHUHO\� HVWDEOLVK� WKH�SUREDELOLW\�WKDW�ERWK�YDULDEOHV�DUH�DVVRFLDWHG ZLWK�RQH�DQRWKHU��HLWKHU�SRVLWLYHO\�RU�QHJDWLYHO\��DQG�WKH�VWUHQJWK�RI�WKDW�FRUUHODWLRQ��7KH�IDFW�WKDW�WZR�YDULDEOHV�DUH�DVVRFLDWHG�ZLWK�RQH�DQRWKHU�GRHV�QRW� HVWDEOLVK�ZKHWKHU� RQH� LV� DQWHFHGHQW� RU� FDXVHV� WKH� RWKHU�� QRU� GRHV� LW� HVWDEOLVK� WKDW� WKH \� DUH�
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FDXVDOO\�UHODWHG�VLQFH�RWKHU�IDFWRUV�PD\�EH�LQYROYHG��$EHUFURPELH�HW�DO����������6HH��IRU�H[DPSOH��6SLFHU¶V� �����D�������� UHVSRQVH� WR� WKH� FULWLFLVPV�RI�&KHQ�DQG�0HWFDOI� ������� LQ�ZKLFK�6SLFHU�VWUHVVHV�KLV� ILQGLQJV�DV� DVVRFLDWLRQV EHWZHHQ�YDULDEOHV�DQG�QRW�FDXVHG UHODWLRQVKLSV��0RUHRYHU��FDXVDO H[SODQDWLRQV�FDQQRW�VXFFHHG�LQ�WKH�VRFLDO�VFLHQFHV�EHFDXVH�WKH\�DVVXPH�KXPDQ�EHLQJV�DUH�OLNH�QDWXUDO�REMHFWV��ZKLFK�LV�REYLRXVO\�LQFRUUHFW�JLYHQ�WKDW�KXPDQ�EHKDYLRXU�LV�SDUWO\�GHWHUPLQHG�E\�SHUFHSWLRQV�DQG�LGHRORJ\��L�H��WKH�SHUVSHFWLYHV�DQG�PHDQLQJV�ZKLFK�DUH�JLYHQ�WR�WKH�ZRUOG���� ,W� LV�GLIILFXOW� WR�H[SODLQ�SUHFLVHO\�ZK\�WKH�ERXUJHRLV�YHUVLRQ�RI�OHJLWLPDF\�WKHRU\�LV�VR�SRSXODU��DOWKRXJK�RQH�SUREDEOH�IDFWRU�LV�DQ� LQWXLWLYH IHHOLQJ�DPRQJVW�&65�UHVHDUFKHUV�WKDW�LW�LV µFORVHVW�WR�WKH� WUXWK¶��:KLOVW� WKH� WUDGLWLRQDO��:HVWHUQ�PRGHO� RI� µUDWLRQDO¶� EHKDYLRXU� �D� FRPPRQ� WKHPH� LQ�µSRVLWLYH¶� HFRQRPLFV�� GHQLHV� WKH� YDOXH� RI� LQVWLQFW�� LQWXLWLRQ�� DQG� VSLULWXDOLW\� LQ� JXLGLQJ� KXPDQ�DFWLRQ�� DQ� LQFUHDVLQJ� HOHPHQW� RI� SRVW�PRGHUQ� DQG� SRVW�VWUXFWXUDO� WKRXJKW�� SDUWLFXODUO\� ZLWKLQ�VSLULWXDO�HFRORJ\�� LV� VXVSLFLRXV�RI�FRQYHQWLRQDO�:HVWHUQ� IRUPV�RI� ORJLF�� UHDVRQLQJ�DQG�SUREOHP�IRUPXODWLRQ��$UULQJWRQ� �������� IRU� H[DPSOH�� GUDZV� RQ�5RUW\� ������� LQ� RIIHULQJ� WKH� FRQFHSW� RI�VROLGDULW\ �WKH�TXDOLW\�RI� OLIH��DV�DQ�DOWHUQDWLYH�YLHZ�RQ�WKH�QDWXUH�RI�DFFRXQWLQJ�NQRZOHGJH��WKH�ODWWHU�EHLQJ�NQRZOHGJH�WKDW�LV�GHHPHG�XVHIXO�IRU�WKH�FRQVWUXFWLRQ�RI�D�JRRG�FRPPXQLW\�DQG�DV�WKH�JXLGLQJ�HWKLF�RI�UHVHDUFK���� 7KH�SUHVHQW�VWXG\�GLG�QRW�VHHN�WR�DVVHVV�WKH�H[WHQW�WR�ZKLFK FRUSRUDWH�PDQDJHPHQW�LV�DZDUH�RI�WKH�DJHQGDV�RI�(1*2V��,W�PD\�ZHOO�EH�WKDW�PDQDJHPHQW�DGRSWV�D�FDOFXODWHG�³ZDLW�DQG�VHH´�DSSURDFK��UHPDLQLQJ�LQIRUPHG�DV�WR�WKH�JHQHUDO�DJHQGD�RI�HQYLURQPHQWDO�SUHVVXUH�JURXSV�EXW�UHDFWLQJ�RQO\�WR�VSHFLILF�LVVXHV�DQG�HYHQWV ZKHUH�WKHVH�DUH�SHUFHLYHG�DV�D�PDWHULDO�WKUHDW�WR�WKH�VXFFHVV�RI�WKH�EXVLQHVV�RU�LQGXVWU\�LQ�ZKLFK�LW�RSHUDWHV��)UHHPDQ���������7KXV��ZKLOVW�(1*2V�PD\�QRW�UDQN�DV�DQ�LPSRUWDQW�VWDNHKROGHU�JURXS�RU�UHOHYDQW�SXEOLF��&KDSWHU����7DEOH�������(1*2V�PD\�LQIOXHQF H�PDQDJHULDO�EHKDYLRXU�LQ�RWKHU�ZD\V��H�J��YLD�SURGXFW�ER\FRWW�FDPSDLJQV���� (YHQ�ZKHQ�HPSOR\LQJ�D�SRO\JORW�RI�WKHRULHV�ZKLFK�\LHOG�D�PRUH�UHDOLVWLF�YLHZ�RI�RUJDQL]DWLRQV��LQFRQVLVWHQFLHV� LQ� WKH� XQGHUO\LQJ� WKHRUHWLFDO� H[SODQDWLRQV� LPSO\� WKDW� FKRLFHV� DV� WR� ZKL FK�H[SODQDWLRQ� LV� WKH� PRUH� FRQYLQFLQJ� ZLOO� EH� GHWHUPLQHG� PRUH� E\� LQWXLWLRQ� DQG� EHOLHI� WKDQ� E\�HPSLULFDO� HYLGHQFH�� )RU� D� SRO\JORW� RI� WKHRULHV� DSSURDFK� WR� EH� XVHIXO� LPSOLHV� WKDW� WKH� GLIIHUHQW�WKHRULHV�XVHG�DUH�FRPSOHPHQWDU\�ZLWK�RQH�DQRWKHU��(LVHQKDUGW���������7KXV��ZKLOVW�LQ�WKHRU\�WKH�XVH�RI�DJHQF\�WKHRU\�LQ�FRPELQDWLRQ�ZLWK�RWKHU�WKHRULHV�PD\�KHOS�WR�FDSWXUH�JUHDWHU�FRPSOH[LW\�DQG�UHDOLVP��DV�DUJXHG�E\�(LVHQKDUGW��������� WKLV�RQO\�ZRUNV�LQ�SUDFWLFH�LI� WKH�RWKHU�WKHRUHWLFDO�LQVLJKWV�RIIHU�FRQVLVWHQW XQGHUO\LQJ�H[SODQDWLRQV��7KH�IDFW�WKDW�WKLV�LV�QRW�QHFHVVDULO\�WKH�FDVH��DV�GHPRQVWUDWHG�E\�WKH�SUHVHQW�VWXG\��VHUYHV�RQO\�WR�KLJKOLJKW�WKH�XQGHUO\LQJ� QRUPDWLYH GLIIHUHQFHV�EHWZHHQ� WKH� GRPLQDQW�� QHR�FODVVLFDO� HFRQRPLFV� WUDGLWLRQ� �QRWDEO\�� WKH� FDUHIXO� GHYHORSPHQW� RI�UHVWULFWLYH� DVVXPSWLRQV� DQG� ORJLFDO� SURSRVLWLRQV�� DQG� EHKDYLRXUDO� DQG� RUJDQL]DWLRQDO� UHVHDUFK�WUDGLWLRQV�ZKLFK�OLH�RXWVLGH�RI�WUDGLWLRQDO�HFRQRPLFV��VHH��IRU�H[DPSOH��+LUVFK� HW�DO������������ +DQVRQ� ������� LV� FUHGLWHG�ZLWK� FRLQLQJ� WKH� WHUP� µWKHRU\�ODGHQ¶�� H[SUHVVLQJ� WKH� QRWLRQ� WKDW� WKH�ODQJXDJH�UHVHDUFKHUV�XVH�WR�GHVFULEH�REVHUYDWLRQ�LV�FRQGLWLRQDO�XSRQ�D�YDULHW\�RI�OLQJXLVWLF�UXOHV�DQG� ZLGHO\�KHOG� WKHRULHV�� ,Q� RWKHU� ZRUGV�� OLQJXLVWLF� WHUPV� XVHG� ZKHQ� GHVFULELQJ� REVHUYDWLRQV�GHSHQG� IRU� WKHLU� PHDQLQJ� RQ� WKH� UXOHV� RI� WKH� ODQJXDJH� FRQFHUQHG� DQG� RQ� D� YDULHW\� RI� EXLOW �LQ�WKHRUHWLFDO�DVVXPSWLRQV��WKHUHE\�µFRQWDPLQDWLQJ¶�HPSLULFDO�UHVHDUFK�ZLWK�VXEMHFWLYH�YDOXHV��.XKQ��������DQG�/DNDWRV��������WRRN�WKLV�DUJXPHQW�IXUWKHU�E\�VWDWLQJ�WKDW�REVHUYDWLRQ�LV�VR�FRPSOHWHO\�WKHRU\�GHSHQGHQW�WKDW�WKH�GLVWLQFWLRQ�EHWZHHQ�WKHRU\�DQG�REVHUYDWLRQ�LV�UHQGHUHG�PHDQLQJOHVV��VHH�&KDSWHU����� ,Q� DQ�DFFRXQWLQJ�FRQWH[W�� WKH� 5RFKHVWHU�6FKRRO�RI�$FFRXQWLQJ¶V FODLP� WKDW�SRVLWLYH�DFFRXQWLQJ� WKHRU\� �:DWWV� DQG� =LPPHUPDQ�� ������ ������ ������ LV� VRPHKRZ� IUHH� IURP� YDOXH�MXGJHPHQWV� DQG� QRUPDWLYH� SRVLWLRQV� KDV� EHHQ� VKRZQ� WR� EH� FRPSOHWHO\� JURXQGOHVV� �VHH�� IRU�H[DPSOH��7LQNHU�HW�DO���������:KLWWLQJWRQ����������� $V�VHW�RXW�LQ�GHWDLO�LQ�&KDSWHU����WKH�FHQWUDO�DUJXPHQW�RI�WKH�5RFKHVWHU�6FKRRO¶V PRGHO�RI�($7�LQUHODWLRQ� WR�PDQDJHULDO� EHKDYLRXU� LV� WKDW� DOO� VXFK�EHKDYLRXU� LV�PRWLYDWHG�E\�JUHHG��$V� VXFK�� DOO�IRUPV�RI�PDQDJHULDO�EHKDYLRXU�LQFOXGLQJ�&65�&('�DUH�VHHQ�VLPSO\�LQ�WKH�FRQWH[W�RI�WKH�µQH[XV�RI�FRQWDFWV¶�EHWZHHQ�DJHQW�DQG�SULQFLSDO��RWKHU�VHFWLRQV�RI�VRFLHW \�EHLQJ�PDUJLQDOL]HG��7R�PRVW�&65� UHVHDUFKHUV�� VXFK� DQ� DQDO\VLV� LV� YLHZHG� DV� ERWK� QDUURZ� DQG� XQUHDOLVWLF� SDUWO\� EHFDXVH� WR�VXJJHVW�WKDW�DOO EHKDYLRXU�LV�EDVHG�RQ�JUHHG�LV�VHHQ�DV�ODFNLQJ�FRPPRQ�VHQVH�DQG�SDUWO\�EHFDXVH�RI�LWV�H[FOXVLRQ�RI�VR�PXFK�RI�QHR�SOXUDOLVWLF�VRFLHW\�ZLWKLQ�ZKLFK�WKH�EXVLQHVV�RUJDQL]DWLRQ�PXVWRSHUDWH�� 7KH� 5RFKHVWHU� 6FKRRO¶V�PRGHO� RI� DJHQF\� WKHRU\� PD\� EH� UHOHYDQW� WR� D� VWXG\� &65� LQ�FHUWDLQ�VSHFLILF��FXOWXUDO�FRQWH[WV�VXFK�DV�1HZ�<RUN��&KLFDJR�DQG�RWKHU�SDUWV�RI�WKH�8QLWHG�6WDWHV�
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ZKHUH� WKHUH�H[LVWV�D� UHODWLYHO\�H[WUHPH�YHUVLRQ�RI� OLEHUDO�HFRQRPLF�GHPRFUDF\�DQG�ZKHUH�µELJ¶�EXVLQHVV� LV� KHDYLO\� LQYROYHG� LQ� WKH� IXQGLQJ� RI� SROLWLFDO� SDUWLHV�� SHUVRQDOLWLHV� DQG� SROLWLFDO�FDPSDLJQV��+RZHYHU�� WR� VXJJHVW� WKDW� WKLV� LV� WKH� RQO\ UHDVRQ�IRU�&65�&('�LQ RWKHU�SDUWV�RI� WKH�ZRUOG�� SDUWLFXODUO\� WKH� (XURSHDQ� 8QLRQ� ZKLFK� KDV� D� ORQJ� KLVWRU\� RI� VRFLDOO\ �EHQHYROHQW�JRYHUQPHQWDO�DQG�VXSUD�JRYHUQPHQWDO�SROLFLHV��LV�KLJKO\�TXHVWLRQDEOH���� $FFRXQWLQJ�DV�D�VFLHQWLILF�GLVFLSOLQH�LV�KDUGO\�LQ�WKH�OX[XULRXV�SRVLWLRQ�RI�EH LQJ�DEOH�WR�GLVFDUG�WKHRULHV� DW� WKH�GURS�RI� D�KDW��$V�QRWHG�E\�:KLWWLQJWRQ� �������� WKH� FHQWUDO� LVVXH� IRU�DFFRXQWLQJ�WKHRULVWV�DQG�UHVHDUFKHUV�LV�³«�WKDW�DOO DSSURDFKHV�WR�DFFRXQWLQJ�WKHRU\�DUH��DW�WKH�SUHVHQW�WLPH��LQ�D� IDLUO\� UXGLPHQWDU\�VWDJH�RI�HYROXWLRQ�DQG�GHVSHUDWHO\�QHHG� IXUWKHU�FRQVWUXFWLYH�GHYHORSPHQW´��S��������� 7KH�ODFN�RI�VWDEOH�RU�XQLTXH�UHODWLRQVKLSV�LQ�WKLV�FRQWH[W�LPSOLHV�WKDW�&65�UHVHDUFKHUV�PD\�QHHG�WR�UHOD[�WKH�µUHODWLYH�H[SODQDWRU\�SRZHU¶�UHTXLUHPHQW�ZKLFK�WKHRUHWLFDO�SURSRVLWLRQV�PXVW�VDW LVI\�XQGHU�D�IRUPDO�DSSOLFDWLRQ�RI�WKH�ORJLFDO�SRVLWLYLVW�DSSURDFK��7KLV�UHTXLUHPHQW��VHH�3RSSHU��������VWDWHV�WKDW�D�WKHRU\�PXVW�EH�DEOH�WR�H[SODLQ�RU�SUHGLFW�WKH�VXEMHFW�PDWWHU�DV�JRRG�DV�DQ\�FRPSHWLQJ�WKHRU\� �/HH�� ������� 7KXV�� ZKHUH� FRPSHWLQJ� WKHRULHV� DUH� VXEMHFWHG� WR� HPSLULFDO� WHVWLQJ�� ZHDN�WKHRULHV�DUH�UHMHFWHG�DFFRUGLQJ�WR�WKHLU�UHODWLYH�GHILFLHQF\�LQ�H[SODQDWRU\�SRZHU��OHDYLQJ�RQO\�WKH�VWURQJHU� WKHRULHV� WR� EH� VXEMHFWHG� WR� IXUWKHU� HPSLULFDO� WHVWLQJ� WKURXJK� YHULILFDWLRQLVP��IDOVLILFDWLRQLVP��6XFK�DQ�DSSURDFK�PD\�QRW�EH�UHOHYDQW�LQ�WKH�FRQWH[W�RI�&65�&('�LI��DV�UHVHDUFK�HYLGHQFH� DSSHDUV� WR� VXJJHVW�� WKH� VRFLDO�ZRUOG� GRHV� QRW� SRVVHV� WKH� XQLYHUVDO� ODZV�ZKLFK� �PD\��H[LVW�LQ�WKH�QDWXUDO�ZRUOG��5DWKHU��DV�GHVFULEHG�LQ�&KDSWHU����LW�PD\�EH�PRUH�DSSURSULDWH�WR�D GRSW�DQ�LQWHUSUHWLYLVW�DSSURDFK�ZKHUHE\�WKH�PHDQLQJV�DQG�XQGHUVWDQGLQJV�DVFULEHG�WR�WKH�VRFLDO�ZRUOG�DUH� QRW� VHHQ� DV� IL[HG� RU� LPPXWDEOH� EXW� VXEMHFW� WR� LWHUDWLRQ�� HDFK� QHZ� LWHUDWLRQ� EULQJLQJ� QHZ�PHDQLQJV�WR�WKH�VDPH�VHW�RI�KXPDQ�DFWLRQV�VXFK�WKDW�RYHU�WLPH� WKURXJK�D�SURFHVV�RI�KHUPHQHXWLFDQDO\VLV�� WKH�UHDGLQJ�RI�KXPDQ�EHKDYLRXU�HYROYHV�WR�D�KLJKHU�VWDWH�RI�VXEMHFWLYH�XQGHUVWDQGLQJ��%RODQG���������IRU�H[DPSOH��PDNHV�D�VLPLODU�DUJXPHQW�LQ�FKDOOHQJLQJ�WKH�QRWLRQ�WKDW�DFFRXQWLQJ�WKHRU\� FRQVWUXFWLRQ� LV� D� ORJLFDO� DQG� WHFKQLFDO� SURFHVV�� %RODQG¶V� FHQWUDO� DUJXPHQW� LV� WKDW�DFFRXQWLQJ� WKHRULHV� DUH� QRW� LPPXWDEOH� EXW�PXVW� DGDSW� WR� FRQVWDQWO\� FKDQJLQJ� LQVWLWXWLRQDO� DQG�SROLWLFDO�FKDUDFWHULVWLFV�RI�VRFLHW\��6HH�DOVR�/RZH� HW�DO� �������IRU�D�GLVFXVVLRQ�RI�WKH�GUDZEDFNV�RI�XVLQJ�VLPSOH�WKHRULHV�WR�H[SODLQ�FRPSOH[�SROLWLFDO�SURFHVVHV���� $FFRUGLQJ�WR�WKH�SRVLWLYLVW�VFKRRO��RQO\�E\�DSSO\LQJ�WKH�PHWKRGV�RI�QDWXUDO�VFLHQFH�FDQ�WKH�VRFLDO�VFLHQFHV� �LQFOXGLQJ� DFFRXQWLQJ�� HYHU� JDLQ� WKH� VWDWXV� DQG� OHJLWLPDF\� RI� WKH� QDWXUDO� VFLHQFHV� LQ�UHODWLRQ� WR� SUHGLFWLRQ�� H[SODQDWLRQ� DQG� FRQWURO� �/HH�� ������� 7KLV� DOO �FRQVXPLQJ� FRQFHUQ� ZLWK�HPXODWLQJ�WKH�QDWXUDO�VFLHQFHV�LV�VRPHWLPHV�GHVFULEHG�DV�WKH�µSK\VLFV�HQY\¶�V\QGURPH��+RZHYHU��WKH�GLIILFXOWLHV�LQYROYHG�LQ�FDSWXULQJ�VRFLDO�UHDOLW\�LQ�IRUPDO�SURSRVLWLRQV��TXDQWLI\LQJ�WKHP�DQG�WKHQ�VXEMHFWLQJ�WKHP�WR�TXDVL�H[SHULPHQWDO�UHVHDUFK�PHWKRGV�HIIHFWLYHO\�VKXWV�RXW�RWKHU�WKHRULHV�ZKLFK� DUH� EDVHG� RQ� GLIIHUHQW� RQWRORJLFDO�� HSLVWHPRORJLFDO� DQG� PHWKRGRORJ\� DVVXPSWLRQV� �VHH�&KDSWHU� ���� :KLOVW� PXFK� RI� SULRU� &65� UHVHDUFK� KDV� EHHQ� FRQWHQW� WR� GUDZ� XSRQ� SRVLWLYLVW�PHWKRGRORJ\� �VHH� &KDSWHU� ���� WKH� LQWHUSUHWLYLVW� DSSURDFKHV�� QRWDEO\� HWKQRJUDSK\� �VHH�� IRU�H[DPSOH��'H\��������������'H\� HW�DO���������DQG�FDVH�VWXGLHV��VHH��IRU�H[DPSOH� 5RYLUD���������DUH�LQFUHDVLQJO\�EHLQJ�VHHQ�DV�RIIHULQJ�PXFK�QHHGHG�XQGHUVWDQGLQJ LQWR�WKH�QDWXUH�DQG�FDXVHV�RI�&65�&('��,QGHHG��LW�PD\�EH�VXJJHVWHG�WKDW�WKH�SRVLWLYLVW�UHVHDUFK�DSSURDFK�KDV�QRZ�VHUYHG�LWV�SXUSRVH�DQG�WKDW�DOO�QHZ��HPHUJLQJ�XQGHUVWDQGLQJV�DUH�PRUH�OLNHO\�WR�FRPH�IURP�DQ�LQWHU SUHWLVW�DSSURDFK� WR�&65�� ,Q� FRQWUDVW�� WKH�PRUH� FULWLFDO� UHVHDUFK�DSSURDFKHV�� VXFK�DV� FODVVLFDO�SROLWLFDO�HFRQRP\�DQG�VSLULWXDO�HFRORJ\��PD\�SOD\�D�YLWDO�UROH�LQ�WHUPV�RI�KLJKOLJKWLQJ�WKH�H[WHQW�WR�ZKLFK�DWWHPSWV�WR�PHUHO\�XQGHUVWDQG DVSHFWV�RI�WKH�VRFLDO�ZRUOG�DUH�GHILFLHQW�LQ�WHUPV�RI�EULQJLQJ�DERXW�UDGLFDO�VRFLDO�FKDQJH���� 7KH� ORZ� OHYHO�RI� FRUSRUDWH�GLVFORVXUH�RI� HQYLURQPHQWDO�GDWD� FRQWLQXHV� DW� WKH�SUHVHQW� WLPH��)RU�H[DPSOH�� WKH� (XURSHDQ� &RPPLVVLRQ� LQ� LWV� UHFHQW� FRPPXQLFDWLRQ� RQ� WKH� WUHDWPHQW� RI�HQYLURQPHQWDO� LVVXHV� LQ� WKH� DQQXDO� UHSRUW� DQG� DFFRXQWV� VWDWHV� �&(&�� ����E�� UHFLWDO� ���� ³«�YROXQWDU\� GLVFORVXUH� RI� HQYLURQPHQWDO� GDWD� LQ� WKH� DQQXDO� DFFRXQWV� DQG� DQQXDO� UHSRUWV� RI�FRPSDQLHV� LV� VWLOO� UXQQLQJ� DW� UHODWLYHO\� ORZ� OHYHOV�� HYHQ� WKRXJK� LW� LV� RIWHQ� SHUFHLYHG� WK DW�HQWHUSULVHV�IDFH�LQFUHDVLQJ�FRVWV�IRU�SROOXWLRQ�SUHYHQWLRQ�DQG�FOHDQ �XS�HTXLSPHQW�DQG�IRU�ZDVWH�FOHDQ�XS� DQG�PRQLWRULQJ� V\VWHPV�� LQ� SDUWLFXODU� WKRVH� HQWHUSULVHV� RSHUDWLQJ� LQ� VHFWRUV� WKDW� KDYH�VLJQLILFDQW�LPSDFWV�RQ�WKH�HQYLURQPHQW�´



6XPPDU\�DQG�FRQFOXVLRQV

���

��� 7KH�UROH�RI�JRYHUQPHQWV�LQ�WKLV�SURFHVV�LV�FOHDUO\�LPSRUWDQW��,Q�D�QHR�SOXUDOLVW�YLVLRQ�RI�VRFLHW\��VHH�&KDSWHU� ���6HFWLRQ������ WKH� µSURFHVV�RI�JRYHUQPHQW¶� LV� VHHQ�DV� HVVHQWLDOO\�KROGLQJ� VRFLHW\�WRJHWKHU�E\�PDQDJLQJ�WKH�YDVW�YDULHW\�RI�LQWHUHVW�JURXSV�LQ�VXFK�D�ZD\�DV�WR�HQVX UH�D�UHDVRQDEOH�OHYHO�RI�FRQVHQVXV��%HQWOH\��������������+RZHYHU��WKLV�WDVN�LV�SRVVLEOH�RQO\�LI�WKH�PDMRU�VHFWLRQV�RI� VRFLHW\� FDQ�EH� µDFFRPPRGDWHG¶� �5LFKDUGVRQ���������*LYHQ� WKH�JURZLQJ� WHQVLRQ�EHWZHHQ� WKH�SXUVXLW� RI� WKH� SXEOLF� SROLF\� JRDOV� RI� HFRQRPLF� JURZWK� DQG� HQYLURQPHQWDO� SURWHFWLRQ�� QDWLRQDO�JRYHUQPHQWV� DQG� RWKHU� VXSUD�QDWLRQDO� JRYHUQPHQWDO� ERGLHV� KDYH� VRXJKW� WR� IRVWHU�� DORQJ� ZLWK�EXVLQHVV�� WKH�SHUFHSWLRQ�WKDW�WKHVH�WZR�SXEOLF�SROLF\�JRDOV�DUH� QRW PXWXDOO\�H[FOXVLYH�XQGHU�WKH�EDQQHU�RI�µVXVWDLQDEOH�GHYHORSPHQW¶��7R�VXJJHVW�RWKHUZLVH�ZRXOG�HIIHFWLYHO\�H[FOXGH�D�VLJQLILFDQW�QXPEHU� RI� LQWHUHVW� JURXSV�� QRWDEO\� HQYLURQPHQWDO� SUHVVXUH� JURXSV�� IURP� WKH� SROLF\� SURFHVV��WKHUHE\� WKUHDWHQLQJ� WKH� VWDELOLW\� RI� D� VRFLHW\� LWVHOI�� 6LQFH� WKH� HVVHQFH� RI� PDLQODQG� (XURSHD Q�GHPRFUDF\�LQYROYHV�WKH�VR�FDOOHG�µFR�RSWDWLRQ¶�RI�LQWHUHVW�JURXSV�LQWR�WKH�SROLF\�SURFHVV��+HLVOHU�DQG� .YDYLN�� ������� LW� LV� YHU\� GLIILFXOW� WR� VHH� KRZ� WKH� DJHQGD� RI� VRPH� RI� WKH� PRUH� SRZHUIXO�HQYLURQPHQWDO�SUHVVXUH�JURXSV�VXFK�DV�*UHHQSHDFH��)ULHQGV�RI�WKH (DUWK�DQG�::)�FDQ�LQ�IDFW�EH�µDFFRPPRGDWHG¶�ZLWKRXW�VRPH�VRIWHQLQJ�RI�WKDW�DJHQGD��,Q�WKDW�FRQWH[W��WKH�DEVROXWH�QHFHVVLW\�WR�FRQWURO� WKH� µVXVWDLQDEOH� GHYHORSPHQW¶� GHEDWH� EHFRPHV� LPSRUWDQW� QRW� MXVW� IRU� EXVLQHVV� DQG�JRYHUQPHQWV� EXW� DOVR� IRU� VRFLHW\� DV� D� ZKROH�� ,W� LV� IRU� WKLV� UHDVRQ� WKDW� WKH� UDGLFDO� DJHQGD� RI�VWURQJHU� IRUPV� RI� VXVWDLQDELOLW\�� VXFK� DV� WKDW� RIIHUHG� E\� WKH� VSLULWXDO� DQG� GHHS� HFRORJ\�PRYHPHQWV��UHSUHVHQW�VXFK�D�WKUHDW�WR�VR�PDQ\�YHVWHG�LQWHUHVWV���� )RU� DQ� LQWURGXFWLRQ� WR� WKH� GHHS� HFRORJ\� OLWHUDWXUH� VHH�� IRU� H[DPSOH��'HYDOO�� ������'HYDOO� DQG�6HVVLRQV��������'UHQJVRQ�DQG�,QRXH��������0HUFKDQW��������1DHVV��������������1RUJDDUG���������� 7KH�GHJUHH�WR�ZKLFK�µHQYLURQPHQWDO�DFFRXQWLQJ¶�DQG�µHQYLURQPHQWDO�DFFRXQWDQWV¶�FDQ�EULQJ�DERXW�UHDO FKDQJH�LQ�RUJDQL]DWLRQDO�EHKDYLRXU�LQ�UHODWLRQ�WR�WKH�HQYLURQPHQW�DQG�VXVWDLQDELOLW\�LV�VWLOO�XQFOHDU��VHH��IRU�H[DPSOH��*UD\�HW�DO�������D���3RZHU���������IRU�H[DPSOH��DUJXHV�WKDW�FKDQJH�LQ�DFFRXQWLQJ� FDQ KDYH� D� VLJQLILFDQW� LQIOXHQFH� RQ� FRQFHSWLRQV� RI� WKH� RUJDQL]DWLRQ� EXW� WKDW� WKH�GLUHFWLRQ� RI� WKLV� LQIOXHQFH� LV� XQSUHGLFWDEOH�� +RZHYHU�� EDVHG� RQ� WKH� DQDO\VLV� RI� FRQYHQWLRQDO�DFFRXQWLQJ�SUDFWLFH�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�LVVXHV�DV�SUHVHQWHG�LQ�&KDSWHU����QRWDEO\�6HFWLRQ������� LW� VHHPV� FOHDU� WKDW� PDLQVWUHDP� DFFRXQWLQJ� DQG� DFFRXQWDQF\� LV� VWLOO� KDYLQJ� OLWWOH�� LI� DQ\��SRVLWLYH�LQIOXHQFH�RQ�WKLV�SURFHVV����� $OWKRXJK� WKHVH�PDQGDWRU\� UHTXLUHPHQWV�DSSO\� WR�VLWHV�RQO\�DQG�QRW�EXVLQHVV�RUJDQL]DWLRQV�DV�D�ZKROH�WKH\�DUH�LPSRUWDQW�LQ�D�SXEOLF�SROLF\�FRQWH[W�EHFDXVH�WKH\�GHPRQVWUDWH�WKDW�D� µGR�QRWKLQJ¶�DSSURDFK� ZDV� QRW� DFFHSWHG� E\� WKH� 0HPEHU� 6WDWHV� FRQFHUQHG�� ,Q� RWKHU� ZRUGV�� WKH� QDWLRQDO�JRYHUQPHQWV�RI�'HQPDUN��WKH�1HWKHUODQGV�DQG�6ZHGHQ�ZHUH�QR�ORQJHU�SUHSDUHG�WR�OHDYH�WKH�LVVXH�RI�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ�SXUHO\�WR�PDUNHW�IRUFHV��7KLV�LPSOLHV�WKDW�ILUPV�FRXOG�QRW�EH�WUXVWHG� WR�GR� WKH� MRE� WKHPVHOYHV� �VHH�&KDSWHU����6HFWLRQ����� IRU�GHWDLOV�RI� WKH� UHDVRQV�ZK\� WKH�'XWFK� JRYHUQPHQW� LQWURGXFHG�PDQGDWRU\� FRUSRUDWH� HQYLURQPHQW� UHSRUWLQJ� LQ� WKH�1HWKHUODQGV���+RZHYHU��DV� LQGLFDWHG� LQ�&KDSWHU ��� UHO\LQJ�RQ�VLWH�EDVHG�UHSRUWV� LQ� WKLV�FRQWH[W� LV�SUREOHPDWLF�JLYHQ� WKDW� VXFK� UHSRUWV� DUH� QRW D� UHOLDEOH� PHDVXUH� RI� HQYLURQPHQWDO� SHUIRUPDQFH� IRU� WKH�FRUSRUDWLRQ�DV�D�ZKROH��3XW�VLPSO\��UHSRUWLQJ�RQ�PHDVXUHV�WDNHQ�WR�UHGXFH�HQYLURQPHQWDO�LPSDFWV�LQ� RQH� OLQH� RI� EXVLQHVV� RU� JHRJUDSKLFDO� DUHD� PD\� VLPSO\� PDVN� PRUH� VHULRXV� QHJDWLYH�HQYLURQPHQWDO� LPSDFWV� ZKLFK� KDYH� EHHQ� µH[SRUWHG¶� WR� RWKHU� OLQHV� RI� EXVLQHVV� RU� JHRJUDSKLFDO�DUHDV� RI� WKH� VDPH�RUJDQL]DWLRQ�ZKLFK� JR� XQUHSRUWHG� �$GDPV� HW� DO��� ������� ,I� WKH�SXEOLF�SROLF\�DJHQGD�RI�WKH�(8�0HPEHU�6WDWHV�LV�WR�LPSURYH�FRUSRUDWH�HQYLURQPHQWDO�SHUIRUPDQFH�VWUXFWXUDOO\��WKHQ� WKHUH� QHHGV� WR� EH� D� PRYH� WRZDUGV� UHTXLULQJ� FRPSDQLHV� WR� PDQDJH� DQG� FRQWURO� DQG� EH�DFFRXQWDEOH�IRU�WKHLU�JOREDO��L�H��FRPSDQ\�ZLGH��HQYLURQPHQWDO�LPSDFWV��VHH��IRU�H[DPSOH��+LEELWW�DQG�.DPS�5RODQGV������������D����� 7KH�FXUUHQW�IRFXV�RI�HQYLURQPHQWDO�UHSRUWLQJ�E\�(8�FRPSDQLHV�LQ�WKLV�FRQWH[W�LV�DZD\�IURP�µHQG �RI�SLSH¶�DQG�FOHDQ�XS�FRVWV�WRZDUGV�UHSRUWLQJ�RQ�LQYHVWPHQWV�LQ�FOHDQ��µHQYLURQPHQWDOO\ �IULHQGO\¶�WHFKQRORJ\��FOHDQHU�SURGXFWLRQ�PHWKRGV�DQG� WKH�RSHUDWLQJ�FRVWV� LQFXUUHG�RI�PRUH�HIIHFWLYH�DQG�HIILFLHQW� LQWHUQDO�PDQDJHPHQW� RI� HQYLURQPHQWDO� LVVXHV��+RZHYHU�� FOHDQLQJ� XS� RI� FRQWDPLQDWHG�VLWHV�LV�VWLOO�D�VLJQLILFDQW�SUREOHP�LQ�WKH�IRUPHU�(DVW�*HUPDQ\�DQG�LV� OLNHO\�WR�EH�D�VLJQLILFDQW�LVVXH�IRU� VRPH�RI� WKH� IRUPHU�6RYLHW�EORFN�FRXQWULHV�DERXW� WR� MRLQ� WKH�(8��8QGHU� WKH�(8¶V� ILIWK�JHR �SROLWLFDO� HQODUJHPHQW���� FRXQWULHV�DUH�QRZ�ZDLWLQJ�WR�MRLQ�WKH�(XURSHDQ�8QLRQ�����FHQWUDO�DQG�HDVWHUQ�(XURSHDQ�FRXQWULHV� � %XOJDULD��WKH�&]HFK�5HSXEOLF��(VWRQLD��+XQJDU\��/DWYLD��/LWKXDQLD��3RODQG��5RPDQLD��6ORYHQLD�DQG�6ORYDNLD� � DQG�WKUHH�0HGLWHUUDQHDQ�FRXQWULHV��&\SUXV��0DOWD�DQG�



6XPPDU\�DQG�FRQFOXVLRQV

���

7XUNH\�� ,Q� DGGLWLRQ�� WZR� UHFHQW� 86� VWXGLHV� �5HSHWWR� DQG� $XVWLQ�� ����D�� E�� SURYLGH� GHWDLOHG�HYLGHQFH�ZKLFK�VXJJHVWV�WKDW�86�FRPSDQLHV�PD\�EH�RYHU�YDOXHG�EHFDXVH�RI�H[SRVXUH�WR�SRWHQWLDO�IXWXUH�HQYLURQPHQWDO�FRVWV��+HQFH��WKHUH�KDV�EHHQ�VRPH�ZHOFRPLQJ�RI�WKH�(&�UHFRPPHQGDWLRQ�LQ�WKH�FRQWH[W�RI�LPSURYLQJ�WKH�TXDOLW\�RI�ILQDQFLDO�UHSRUWLQJ��VHH��IRU�H[DPSOH�� &ROOLVRQ����������� 7KH�(XURSHDQ�&RPPLVVLRQ¶V�UHFHQW�FRPPXQLFDWLRQ�RQ�WKH�WUHDWPHQW�RI�HQYLURQPHQWDO�LVVXHV�LQ�WKH�VWDWXWRU\�DQQXDO�UHSRUW�DQG�DFFRXQWV��&(&������E��H[WHQGV�WKH�VFRSH�RI�VXFK�LVVXHV�WR�LQFOXGH�³«�WKH�W\SH�RI�HQYLURQPHQWDO�LQIRUPDWLRQ�WKDW�LV�DSSURSULDWH�WR�EH�GLVFORVHG�«�ZLWK�UHJDUG�WR�WKH�FRPSDQ\¶V�DWWLWXGH�WRZDUGV�WKH�HQYLURQPHQW�DQG�WKH�HQWHUSULVH¶V�HQYLURQPHQWDO�SHUIRUPDQFH�«´��$QQH[�����6FRSH��SDUDJUDSK�����+RZHYHU��WKLV�UHFRPPHQGDWLRQ�LV�UHVWULFWHG�WR�PDWWHUV�ZKLFK�³«�PD\� KDYH� FRQVHTXHQFHV� IRU� WKH� ILQDQFLDO� SRVLWLRQ� RI� WKH� FRPSDQ\´� �&(&�� ����E�� $QQH[�� ���6FRSH�� SDUDJUDSK� ��� HPSKDVLV� DGGHG�� DQG� WKXV� GRHV� QRW� DGGUHVV� WKH� ZLGHU� VRFLDO�� HWKLFDO� DQG�SROLWLFDO�LVVXHV�ZKLFK�DQ\�VHULRXV�DSSURDFK�WR�WKH�HQYLURQPHQW�UHTXLUHV���� )RU�D�GHWDLOHG�UHYLHZ�RI�WKH�YDULRXV�SUDFWLFDO�UHVSRQVHV�RI�WKH�JOREDO�DFFRXQWDQF\�SURIHVVLRQ�WR�YDULRXV� DVSHFWV� RI� WKH� VXVWDLQDEOH� GHYHORSPHQW� GHEDWH�� VHH�� IRU� H[DPSOH��$&&$�81(3�� ������'ULHsQKXL]HQ�HW�DO����������� ,Q�WKLV�FRQWH[W��(ONLQJWRQ��������GHILQHV�µVXVWDLQDELOLW\¶�DV�³�� ��WKH�SULQFLSOH�RI�HQVXULQJ�WKDW�RXU�DFWLRQV�WRGD\�GR�QRW�OLPLW�WKH�UDQJH�RI�HFRQRPLF��VRFLDO��DQG�HQYLURQPHQWDO�RSWLRQV�RSHQ�WR�IXWXUH�JHQHUDWLRQV´� �S������+RZHYHU�� WKLV� FRQVWUXFWLRQ� RI� VXVWDLQDELOLW\� QHHGV� WR�EH�XQGHUVWRRG� LQ� WKH�FRQWH[W�RI�(ONLQJWRQ¶V�SROLWLFDO�LGHRORJ\�ZKLFK�LV�EDVHG�RQ�WKH�DFFHSWDQFH�RI�FDSLWDOLVP��L�H��WKDW�³���� WKH� IUHH� HQWHUSULVH� V\VWHP� RIIHUV� WKH� EHVW� KRSH� «´� ������� S����� RI� PRYLQJ� WRZDUGV� D�VXVWDLQDEOH� VRFLHW\� DQG� WKDW� ³���� VXVWDLQDEOH� GHYHORSPHQW� ZLOO� LQFUHDVLQJO\� EH� GHOLYHUHG� E\EXVLQHVV� WKURXJK�PDUNHWV´� �RS�FLW��� S�������$V� VXFK��(ONLQJWRQ¶V� FUXVDGH� LV� WRZDUGV�D�GLIIHUHQW�IRUP�RI�FDSLWDOLVP��YDULRXVO\�FDOOHG�µQHZ�DJH�FDSLWDOLVP¶��µVXVWDLQDEOH�FDSLWDOLVP¶�RU�µVWDNHKROGHU�FDSLWDOLVP¶��EXW�FDSLWDOLVP�QRQHWKHOHVV��7KH�QRWLRQ�WKDW�FDSLWDOLVP�LV�WKH�RQO\ SRVVLEOH�DOWHUQDWLYH�IRU�KXPDQ�VRFLHW\�LV�D�SHUVSHFWLYH�EXW�QRW�RQH�WKDW�LV�DFFHSWHG�E\�FULWLFDO�VRFLDO�WKHRULVWV��UDGLFDO�VWUXFWXUDOLVWV��UDGLFDO�KXPDQLVWV��GHHS�HFRORJLVWV�RU�VSLULWXDO�HFRORJLVWV��+RZHYHU��E\�ULQJ �IHQFLQJ�WKH�FRQVWUXFWLRQ�RI�µVXVWDLQDELOLW\¶�ZLWKLQ�D�FDSLWDOLVWLF�IUDPHZRUN��WKH�PRGHO�RI�7%/�UHSRUWLQJ�DV�VXEVHTXHQWO\�DGRSWHG�E\�*5,��������������HIIHFWLYHO\�VKXWV�RXW�RWKHU�µDFFRXQWV¶�RI�VXVWDLQDELOLW\�ZKLFK�ZRXOG�VHULRXVO\�FKDOOHQJH�ZKDW�EXVLQHVV�FDQ�GHOLYHU�LQ�WHUPV�RI VRFLDO�DQG�HQYLURQPHQWDO�MXVWLFH�� ,Q� RWKHU� ZRUGV�� WKH� GLVFRXUVH� RYHU� ZKDW� VRUW� RI� ZRUOG� ZH� ZDQW� WR� OHDYH� WR� IXWXUH�JHQHUDWLRQV�LV�FRQILQHG�WR�RQH�ZKLFK�GRHV�QRW�TXHVWLRQ�WKH�EDVLF�PHFKDQLVP�RI�FDSLWDOLVP��,Q�WKDW�FRQWH[W�� (ONLQJWRQ¶V� ������� FRQFHSWLRQ� RI� VXVWDLQDELOLW\� UHSUHVHQWV� WKH� FDSLWDOLVWV¶� VDYLRXU��SURYLGLQJ�FDSLWDOLVP�ZLWK�D�µJHW�RXW�RI�MDLO�IUHH�FDUG¶�LQ�WKH�IRUP�RI�7%/��µVXVWDLQDELOLW\�DXGLWV¶��VWDNHKROGHU�HQJDJHPHQW��HWF��:KLOVW�(ONLQJWRQ�FOHDUO\�UHFRJQLVHV�WKDW�FDSLWDOLVP�³«�PD\�QRW�EH�WKH�EHVW RSWLRQ�DV�IDU�DV� WKH�SODQHWDU\�HFRV\VWHP�LV�FRQFHUQHG«´��������S������D�PRUH�FULWLFDO��UDGLFDO�SHUVSHFWLYH�LV�PRUH�OLNHO\�WR�UHJDUG�D�YLVLRQ�RI�VRPH�IRUP�RI�µVXVWDLQDEOH�FDSLWDOLVP¶�DV�GRLQJ�QR�PRUH�WKDQ�ILOOLQJ�LQ�WKH�FUDFNV�RI�DQ�XQMXVW�DQG�IDWDOO\ �IODZHG�V\VWHP���� 7RGD\��MXVW�����FRUSRUDWLRQV�FRQWURO����SHU�FHQW�RI�ZRUOG�WUDGH��DQG�RI�WKH�ELJJHVW�����HFRQRPLHV�RYHU�KDOI�DUH�FRUSRUDWLRQV��*ROGVPLWK��������.RUWHQ���������1RQH�RI�WKH�H[HFXWLYH�PDQDJHPHQW�RI�WKHVH�KXJH�HQWLWLHV�LV�GHPRFUDWLFDOO\�DFFRXQWDEOH�WR�WKH�GHPRV���� 0XFK�KDV�EHHQ�DQG� LV�EHLQJ�ZULWWHQ�E\�SURIHVVLRQDO� DQG�QRQ �SURIHVVLRQDO�ERGLHV� VXFK�DV�)((��*5,�DQG�,6($�DERXW�WKH�IDLUQHVV��REMHFWLYLW\�DQG�FRPSOHWHQHVV�RI�FRUSRUDWH�VRFLDO��HQYLURQPHQWDO�DQG� µVXVWDLQDELOLW\¶� UHSRUWLQJ�� ,W� LV� RI� FRXUVH� LQ� WKHLU� LQWHUHVW� WR� FRQVWUXFW� WKLV�SHUFHSWLRQ� VLQFH�PDQ\� RI� WKH� LQGLYLGXDOV� LQYROYHG� KDYH� D� GLUHFW� LQWHUHVW� LQ� VHUYLQJ� FOLHQWV� GHVLURXV� RI� DQ�µLQGHSHQGHQW��REMHFWLYH�DXGLW¶��$V�,�KDYH�EHHQ�DW�SDLQV�WR�DUJXH�HOVHZKHUH��+LEELWW���������������������������PXFK�RI�ZKDW�KDV�EHHQ�ZULWWHQ�E\� WKHVH�RUJDQLVDWLRQV� LQ� WKLV�FRQWH[W� LV�DUURJDQW��LGHRORJLFDO�QRQVHQVH��6LPLODU�FRQFHUQV�KDYH�EHHQ�H[SUHVVHG�HOVHZKHUH�E\�RWKHU�PHPEHUV�RI�WKH�DFFRXQWDQF\�SURIHVVLRQ�RQ�WKLV�LVVXH��VHH��IRU�H[DPSOH��*UD\��������������*UD\�DQG�%HEELQJ WRQ��������2¶'Z\HU������E��3RZHU������������D��E����� 7KH�ZRUG�µHFRORJ\¶�DV�XVHG�KHUH�VKRXOG�QRW�EH�FRQIXVHG�ZLWK�WKH�LGHRORJ\�RI�µHQYLURQPHQWDOLVP¶��7KH�ZRUG�µHFRORJ\¶�GHULYHV�IURP�WZR�P\VWHU\�ZRUGV�RI�WKH�DQFLHQW�*UHHNV�� RLNRV��ZKLFK�PHDQV�µKRXVH¶� RU� µKRPH¶ EXW� DOVR� UHIHUV� WR� WKH� DVWURORJLFDO� GRPDLQ� RI� WKH� SODQHWDU\� VSLULW�� DQG� ORJRVZKLFK� FDQ� PHDQ� µVWRU\¶�� µPHDQLQJ¶� RU� µP\VWHU\¶� �0RRUH�� ������� (FRORJ\� ZKHQ� XVHG� LQ� LWV�VSLULWXDO�FRQWH[W�LV�WKXV�FRQFHUQHG�ZLWK�WKH�³«�WKH�P\VWHU\�RI�ZKDW�LW�PHDQV�WR�KDYH�D�KRPH�RQ�WKLV�(DUWK��WR�EH�DW�KRPH�LQ�\RXU�ZRUOG�DQG�ZLWK�\RXUVHOI��«�(FRORJ\�LV�D�VDFUHG�DUW��XQGHUVWRRG�
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RQO\�E\�WKHRORJ\��,W�LV�WKH�SULPDU\�ZRUN�RI�DOO�RI�XV��QR�PDWWHU�ZKDW�ZH�GR��,W�LV�WKH�SULPDU\�WKLQJ��WKH�RQO\�WKLQJ��<RX�DUH�HLWKHU�DQ�HFRORJLVW�RU�D�ORVW�VRXO�´��0RRUH�������S�����$�PRUH�SUDFWLFDO��GD\�WR�GD\��XQGHUVWDQGLQJ� LV�JDLQHG� IURP�6FKXPDFKHU¶V� ������� 6PDOO� LV�%HDXWLIXO��HPSKDVLVLQJ�WKH�EHDXWLIXO�DV�ZHOO�DV�WKH�VPDOO���� $OO� RI� WKH� RUJDQL]DWLRQV� PHQWLRQHG� KHUH� ± )((�� *5,�� DQG� ,6($� ± KDYH� DQ� XQGHUO\LQJ VRFLR�SROLWLFDO� DJHQGD� LQ� UHODWLRQ� WR� &65HVS� DQG� &65� ZKLFK� OHDYHV� WKH� SUHVHQW� VRFLDO� V\VWHP�IXQGDPHQWDOO\� XQFKDQJHG�� 7KH� (XURSHDQ� &RPPLVVLRQ� IRU� H[DPSOH�� UHVRUWV� WR� D� GLVWLQFWO\�DQWKURSRFHQWULF�� XWLOLWDULDQ� YLHZ� RI� WKH� HQYLURQPHQW� E\� GHILQLQJ� LW� DV� ³«� WKH QDWXUDO� SK\VLFDO�VXUURXQGLQJV�DQG�LQFOXGHV�DLU��ZDWHU��ODQG��IORUD��IDXQD�DQG�QRQ �UHQHZDEOH�UHVRXUFHV�VXFK�DV�IRVVLO�IXHOV�DQG�PLQHUDOV´��&(&������E��$QQH[����'HILQLWLRQV��SDUDJUDSK�����*5,��IRU�H[DPSOH��KDV�\HW�WR� DWWHPSW� WR� GHILQH� µVXVWDLQDELOLW\¶� VLPSO\� SULYLOHJLQJ� (ONLQJWRQ¶V� ������� WULSOH�ERWWRP� OLQH��7%/��FRQVWUXFWLRQ��VHH��IRU�H[DPSOH��+LEELWW���������6LPLODUO\��&65�(XURSH��D�EXVLQHVV �IXQGHG�OREE\�RUJDQL]DWLRQ�UHSUHVHQWLQJ�WKH�LQWHUHVWV�RI�(XURSHDQ�ELJ�EXVLQHVV��DUJXHV�LQ�DQ�RSHQ�OHWWHU�WR�5RPDQR� 3URGL�� 3UHVLGHQW� RI� WKH� (XURSHDQ� &RPPLVVLRQ�� WKDW� &65HVS� LV� DQG� WKXV�� QRUPDWLYHO\�VSHDNLQJ�� VKRXOG� EH ³«� YROXQWDU\� DQG� EXVLQHVV�GULYHQ´� �&65� (XURSH�� ������� 0DQ\� RWKHU�EXVLQHVV� RUJDQL]DWLRQV�� LQGXVWU\� DVVRFLDWLRQV� DQG� DVVRFLDWHG� DGYLVHUV� KDYH� MXPSHG� DERDUG� WK H�7%/� EDQGZDJRQ�� FODLPLQJ� WKDW� WKLV� UHSUHVHQWV� D� IRUP� RI� µVXVWDLQDELOLW\� DFFRXQWLQJ¶� �VHH�� IRU�H[DPSOH�� &DVHOOD� 6WDQJHU�� 3DUWQHUV� LQ� ,QQRYDWLRQ� 3URMHFW ³7RSLF� %ULHILQJ� 6XVWDLQDELOLW\�$FFRXQWLQJ´�� ������� 7KLV� SURFHVV� RI� µPDQDJHULDO� FDSWXUH¶� �3RZHU�� �����E�� E\� EXVLQHVV� LV� \HW�DQRWKHU� GLVWXUELQJ� DVSHFW� RI� WKH� ZD\� LQ� ZKLFK� DQ� DOWUXLVWLF� FRQFHUQ� IRU� VRFLDO� DQG� HFRORJLFDO�MXVWLFH�LV�EHLQJ�ORVW�DPLGVW�WKH�GLVFRXUVH�RI�SHWWLQHVV�DQG�WULYLDOLW\���� $FFRUGLQJ� WR� WKH� ODWHVW� .30*�:,00� ������� LQWHUQDWLRQDO� VXUYH\� RI� FRUSRU DWH� VRFLDO� DQG�HQYLURQPHQWDO� UHSRUWLQJ�� D� VLJQLILFDQW� LQFUHDVH� LQ� WKH� QXPEHU� RI� 7RS� ���� FRPSDQLHV� LQ� ���FRXQWULHV� LQFOXGHG� YHULILFDWLRQ� VWDWHPHQWV� IURP� WKLUG� SDUWLHV� LQ� WKHLU� HQYLURQPHQWDO�� VRFLDO� DQG�µVXVWDLQDELOLW\¶�UHSRUWV��WKH�SHUFHQWDJH�LQFUHDVLQJ�IURP�����LQ��������WR�����LQ������������2I�WKH�����7RS�����FRPSDQLHV�IURP����FRXQWULHV�LQFOXGHG�LQ�WKH�ODWHVW�.30*�:,00��������VXUYH\�ZKLFK�KDG�WKHVH�FRUSRUDWH�UHSRUWV�YHULILHG������ZHUH�SHUIRUPHG�E\�WKH�PDMRU�DFFRXQWDQF\�ILUPV��WKH�UHVW�EHLQJ�SHUIRUPHG�E\�µWHFKQLFDO�ILUPV¶��������FHUWLILFDWLRQ�ERGLHV�������DQG�RWKHUV���������� 7KLV�LV�QRW�WR�GHQ\�WKDW�EXVLQHVV�RUJDQL]DWLRQV�DQG�LQGXVWULHV�FDQQRW�LPSURYH�RQ�DVSHFWV�RI�VRFLDO��HWKLFDO� DQG� HQYLURQPHQWDO� SHUIRUPDQFH�� 7KH\� FOHDUO\� FDQ� DQG� PDQ\� DUH� PDNLQJ� VLJQLILFDQW�SRVLWLYH�VWHSV�LQ�WKLV�UHJDUG��VHH��IRU�H[DPSOH��%HQGHOO��������%LUNLQ��������(65$��������+DZNHQ�HW� DO��� ������� +RZHYHU�� DQ\WKLQJ� RWKHU� WKDQ� D� YHU\� ZDWHUHG� GRZQ� YHUVLRQ� RI� VXVWDLQDELOLW\�GHPDQGV�QRW�MXVW�WKDW�WKHVH�DVSHFWV�RI�EXVLQHVV�SHUIRUPDQFH�DUH�LPSURYHG�EXW�WKDW�WKH�WHUPV�RQ�ZKLFK�EXVLQHVV�LV�FRQGXFWHG�DUH�IXQGDPHQWDOO\�UHYLVHG�VXFK�WKDW�LW�LV�VRFLDO�MXVWLFH�DQG�HFRORJ\�ZKLFK� GHFLGH� WKH� PHDQV� DQG� WHUPV� RI� WUDGH� UDWKHU� WKDQ� $GDP� 6PLWK¶V� µLQYLVLEOH� KDQG¶�� 6XFK�FKDQJHV� DUH� VWLOO� LQFRPSUHKHQVLEOH� WR� PRVW� EXVLQHVV� OHDGHUV�� HFRQRPLVWV�� DFFRXQWDQWV� DQG�UHVHDUFKHUV�� <HW� XQOHVV� VXFK� FKDQJHV� DUH� LPSOHPHQWHG�� D� VWDWH� RI� DQ\WKLQJ� DSSURDFKLQJ�µVXVWDLQDELOLW\¶�ZLOO�UHPDLQ�DQ�LPSRVVLEOH�GUHDP����� $�VHULRXV�DSSURDFK� WR�VRFLDO�DQG�HQYLURQPHQWDO�DFFRXQWLQJ�KDV�\HW�WR�EH�X QGHUWDNHQ�ZLWKLQ�WKH�HFRQRPLFV�IDFXOWLHV�DQG�DFFRXQWLQJ�GHSDUWPHQWV�RI�'XWFK�XQLYHUVLWLHV��'HVSLWH�PDQ\�LQLWLDWLYHV�LQ�WKH�DUHDV�RI�&65�DQG�&65HVS��WKH�PRVW�GLVWXUELQJ�DVSHFW�RI�WKLV�RPLVVLRQ�LV�WKH�DSSDUHQW�UHIXVDO�RI�'XWFK�XQLYHUVLWLHV�HLWKHU�WR�FRQVLGHU &65�DQG�&65HVS�RXWVLGH�WKH�FRQILQHV�RI�WKH�WUDGLWLRQDO�UHVHDUFK�SDUDGLJP��ORJLFDO�SRVLWLYLVP��RU�WR�FKDOOHQJH�WKH�VWHUHRW\SLFDO�µEXVLQHVV�FDVH¶�OLWHUDWXUH�ZKLFK� FRQWLQXHV� WR� VK\�DZD\� IURP� WKH�XQSDODWDEOH� LPSOLFDWLRQV�RI� FDSLWDOLVP� LQ� WKH� FRQWH[W�RI�VXVWDLQDELOLW\��8QOHVV� DQG�XQWLO� DOWHUQDWLYH��PRUH� UDGLFDO�SHUVSHFWLYHV� DUH� DGRSWHG�� IRVWHUHG�DQG�HQFRXUDJHG��DFFRXQWDQF\�DV�WDXJKW�DQG�UHVHDUFKHG�ZLWKLQ�'XWFK�XQLYHUVLWLHV�ZLOO�FRQWLQXH�WR�VOLGH�GRZQ�WKH�VOLSSHU\�VORSH�RI�DQDFKURQLVP���� 2UJDQL]DWLRQV� VXFK� DV�*5,� DQG� ,6($�� IRU� H[DPSOH�� DUH� EXVLO\� HQJDJHG� LQ� WKH� SURPXOJDWLRQ� RI�UHSRUWLQJ� DQG� YHULILFDWLRQV� VWDQGDUGV� IRU� VRFLDO�� HWKLFDO�� HQYLURQPHQWDO� DQG� µVXVWDLQDELOLW\¶�UHSRUWLQJ�� 7KH� DFFRXQWDQF\� SURIHVVLRQ¶V� UHFHQW� SXEOLF� LPDJH� SUREOHPV� VWHPPLQJ� IURP� WKH�(1521�DQG�:RUOG&RP�GHEDFOHV�SODFH� LW� LQ�D�GLIILFXOW�SRVLWLRQ� LQ� WHUPV�RI� WU\LQJ� WR�DVVHUW� LWV�VXSHULRU�WHFKQLFDO�NQRZOHGJH��FRPSHWHQFH�DQG�VNLOOV�LQ�WKHVH�QHZ��HPHUJLQJ�ILHOGV��7KHUH�DUH�DOVR�JRRG�UHDVRQV�IRU�EHLQJ�FRQFHUQHG�DERXW�WKH�FRQVHTXHQFHV�RI�WKH�DFFRXQWDQF\ SURIHVVLRQ�VLPSO\�WU\LQJ�WR�SXW�ROG�ZLQH��WUDGLWLRQDO�DXGLW�H[SHUWLVH��LQWR�QHZ�ERWWOHV��HQYLURQPHQWDO�DFFRXQWDELOLW\�DQG� DXGLW�� �VHH�� IRU� H[DPSOH��$UPVWURQJ�� ������3RZHU�� �������1HYHUWKHOHVV�� LW� LV� HYLGHQW� IURP�
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ERWK�WKH�SRRU�WHFKQLFDO�IRUP�DQG�FRQWHQW�DQG�UHVXOWLQJ�SRRU�TXDOLW\�RI�UHSRUWLQJ�DQG�YHULILFDWLRQ�FDUULHG�RXW�LQ�DFFRUGDQFH�ZLWK�VWDQGDUGV�GHYHORSHG�E\�RUJDQL]DWLRQV�VXFK�DV�*5,�DQG�,6($�WKDW�WKHUH�LV�PXFK�WKDW�WKH�DFFRXQWDQF\�SURIHVVLRQ�KDV�WR�RIIHU�LQ�WKHVH�PDWWHUV��7R�LQVSLUH�FRQILGHQFH�LQ�WKH�YHULILFDWLRQ�IXQFWLRQ��/LPSHUJ���������UHTXLUHV�WKDW�ILQDQFLDO�DXGLWRUV�µJHW�RII�WKH�IHQFH¶�DQG�WDNH� D�PXFK�PRUH� FULWLFDO� DSSURDFK� WR� WKHVH� DUHDV�� ,QGHHG�� XQOHVV� WKH� SURIHVVLRQ� WDNHV� D�PXFK�PRUH� DVVHUWLYH� DQG� GRPLQDQW� UROH�� WKH� FXUUHQW� OHYHO� RI� FRUSRUDWH �FRQVXOWDQF\� µVSLQ¶� XVHG� WR�H[SORLW�� PDQLSXODWH� DQG� P\VWLI\� VRFLDO� LQMXVWLFHV�� VRFLDO� LQHTXDOLWLHV� DQG� HQYLURQPHQWDO�GHVWUXFWLRQ� ZLOO� VLPSO\� FRQWLQXH� XQGHU� WKH� JXLVH� RI� µRIILFLDOO\ �DSSURYHG¶� FRUSRUDWH� VRFLDO�UHVSRQVLELOLW\�DQG�DFFRXQWDELOLW\�WR�WKH�SRLQW�DW�ZKLFK�VRFLHW\�ZLOO�KDYH�OLWWOH�RU�QR�FRQILGHQFH�LQ�WKH�FRPPXQLFDWLRQ�DQG�RSLQLRQ�RI�RIILFLDOV��$FFRXQWLQJ�UHVHDUFKHUV�WRR�KDYH�D�YLWDO�UROH�WR�SOD\�LQ� WHUPV� RI� VKLQLQJ� D� OLJKW� RQ� WKH� KROORZ�� VHOI �VHUYLQJ�� XQEDODQFHG� DQG� DPDWHXULVK� QDWXUH� RI�FXUUHQW�WUHQGV�LQ�VRFLDO��HWKLFDO��HQYLURQPHQWDO�DQG�µVXVWDLQDELOLW\¶�UHSRUWLQJ�DQG�YHULILFDWLRQ��7KH�QHHG�IRU�DFFRXQWLQJ�SUDFWLWLRQHUV�DQG�UHVHDUFKHUV�WR�FRPELQH�WRJHWKHU�LQ�ZUHVWOLQJ�EDFN�WKH�&65�DQG�&65HVS�DJHQGD�IURP�LWV�FXUUHQW�TXDJPLUH� LV�SDUDPRXQW��%\�GRLQJ�VR�� WKH SURIHVVLRQ�FRXOG�PRUH�MXVWO\�FODLP�WR�EH�ZRUNLQJ�WR�SURWHFW�WKH�SXEOLF�LQWHUHVW���� ,W�LV�LPSRUWDQW�WR�VWUHVV��LQ�WKLV�FRQWH[W��WKDW�KXPDQNLQG�LV�FXUUHQWO\�D�YHU\��YHU\�ORQJ�ZD\�IURP�WKH� GHYHORSPHQW� RI� D� UHSRUWLQJ� V\VWHP� ZKLFK� PLJKW� EH� GHVFULEHG� DV� µDFFRXQWL QJ� IRU�VXVWDLQDELOLW\¶��,Q�IDFW��WKHUH�PXVW�EH�UHDO�GRXEWV��LQ�WHUPV�RI�WKH�OLPLWV�RI�RXU�RZQ�FRPSUHKHQVLRQ�RI� DOO� NQRZQ�IDFWV� DQG� WKH� QXPEHU� RI� WUDGH�RIIV� UHTXLUHG� EHWZHHQ� DFFXUDF\�� UHOHYDQFH� DQG�SUDFWLFDOLW\��ZKHWKHU�VXFK�D�UHSRUWLQJ�V\VWHP�LV�HYHU�DFKLHYDEOH��7KHVH�LVVXHV�VLW�XQFRPIRUWDEO\�DORQJVLGH�PRUH�UHFHQW�GHYHORSPHQWV�LQ�WULSOH�ERWWRP�OLQH��7%/��UHSRUWLQJ�ZKLFK�KDYH�JHQHUDWHG�VR�FDOOHG�µFRUSRUDWH�VXVWDLQDELOLW\�UHSRUWV¶��*5,��������������$GDPV�DQG�-DFNVRQ��������DQG�WKH�DFFRXQWDQF\�SURIHVVLRQ¶V�DWWHPSW�WR�PDUNHW�LWV�PHPEHUV¶�DVVXUDQFH�VHUYLFHV�LQ�WKH�YHULILFDWLRQ�RI�VXFK�UHSRUWV��)((����������� 7KRXJK� WKH� VHOHFWHG� XVH� RI� VWDWLVWLFV� LV� D� FUXGH�ZD\� WR� LOOXVWUDWH� WKH� SRLQW�� WKH� VLWXDWLRQ� LQ� WKH�8QLWHG� 6WDWHV�� VR� RIWHQ� KHOG� RXW� DV� D� EHDFRQ� RI� GHPRFUDF\�� RI IHUV� D� WHOOLQJ� LQGLFWPHQW� RI�µHFRQRPLF�GHYHORSPHQW¶��,Q�WKH�86��DFFRUGLQJ�WR�0RRUH���������WKH�LQIDQW�PRUWDOLW\�UDWH�LQ�PDQ\�FLWLHV�LV�FXUUHQWO\�KLJKHU�WKDQ�WKDW�RI�.HQ\D¶V�FDSLWDO�1DLUREL��RS�FLW�� S�[[L���WKHUH�DUH����PLOOLRQ�$PHULFDQV� �RXW� RI� D� WRWDO� DGXOW� SRSXODWLRQ� RI� ���� PLOOLRQ�� L�H�� DSSUR[LPDWHO\� ��� SHU� FHQW� RI�DGXOWV���ZKR�FDQQRW�UHDG�RU�ZULWH�DERYH�D�IRXUWK�JUDGH�OHYHO��L�H��ZKR�DUH�µIXQFWLRQDO�LOOLWHUDWHV¶��RS� FLW�� S����� DQG� ��� PLOOLRQ� SHRSOH� KDYH� QR� KHDOWK� FRYHU� �RS� FLW�� S������� ,Q� UHODWLRQ� WR WKH�HQYLURQPHQW��DIWHU�HLJKW�\HDUV�RI�WKH�&OLQWRQ�DGPLQLVWUDWLRQ��WKH�DYHUDJH�PLOHV�SHU�JDOORQ�IRU�86�YHKLFOHV�ZHQW�GRZQ IURP����WR������PLOHV�SHU�JDOORQ��WKH�LQFUHDVLQJ�IXHO�GHPDQG�EHLQJ�RQH�RI�WKH�UHDVRQV� WKH�%XVK�$GPLQLVWUDWLRQ� WULHG� WR�SHUVXDGH��XQVXFFHVVIXOO\�� WKH�86�6HQDWH� WR�SHUPLW�RLO�FRPSDQLHV�WR�GULOO�IRU�RLO�LQ�WKH�$UWLF�1DWLRQDO�3UHVHUYH�LQ�$ODVND��RS�FLW�� S������DQG�LQ�-XO\������WKH� %XVK� $GPLQLVWUDWLRQ� UHIXVHG� WR� HQGRUVH� WKH� .\RWR� 3URWRFRO� WR� UHGXFH� JUHHQKRXVH� JDV�HPLVVLRQV� �ZKLFK�FDXVH�JOREDO�ZDUPLQJ��GHVSLWH� WKH� IDFW� WKDW� WKH�SURWRFRO�KDG�SUHYLRXVO\�EHHQ�QHJRWLDWHG�E\�PRUH�WKDQ�����QDWLRQV�LQFOXGLQJ�WKH�86��RS�FLW��S��������� 7R� HYHQ� VXJJHVW� WKDW�� IRU� DQ\� VHULRXV� FRPPLWPHQW� WR� HFRORJLFDO� UHVWRUDWLRQ� DQG� VRFLDO� MXVWLFH��FDSLWDOLVP�LV�WKH�SUREOHP QRW�WKH�VROXWLRQ�LV�ERWK�UHFNOHVV�DQG�IRROKDUG\�IRU�DQ\�VHOI �UHVSHFWLQJ�LQGLYLGXDO��6R�PXFK�RI�WKH�PRGHUQ��KXPDQ�ZRUOG�LV�GHSHQGHQW�RQ�WKLV�V\VWHP�VXUYLYLQJ�WKDW�HYHQ�WR�VXJJHVW�WKLQNLQJ�DERXW DQ�DOWHUDWLYH�LV�RXWVLGH�WKH�ERXQGDULHV�RI�µUDWLRQDO¶�WKRXJKW� +RZHYHU��LW�LV� WKLV� LVVXH� ZKLFK� KDV� FRQFHQWUDWHG� WKH� PLQGV� RI� PDQ\� RI� WKRVH� LQYROYHG� LQ� UDGLFDO� FKDQJH��LQFOXGLQJ�P\VHOI��WKURXJK�D�FRPPLWPHQW�WR�XQFRQGLWLRQDO�ORYH��XQLYHUVDO�UHVSRQVLELOLW\��UHYHUHQFH�IRU�DOO�OLIH�IRUPV�DQG�D�SDWK�WR�KLJKHU�OHYHOV�RI�KXPDQ�FRQVFLRXVQHVV��:KLOVW�D�GLVFXVVLRQ�RI�WKHVH�LVVXHV� LV�FOHDUO\�RXWVLGH� WKH�VFRSH�RI� WKH�SUHVHQW� VWXG\�� ,�EHOLHYH� LW� UHPDLQV� WKH�RQO\�µUDWLRQDO¶��MXGLFLRXV�ZD\�RXW�RI�WKH�PDGQHVV�ZKLFK�FRQWLQXHV�WR�SODJXH�WKH�ZRUOG�IURP�EHKLQG�WKH�PDVNV�RI�µSURJUHVV¶�� µHFRQRPLF� FKRLFH¶� DQG� µLQGLYLGXDO� OLEHUW\¶�� 7KH� VKHHU� QXPEHU� RI� KXPDQV� QRZ�RFFXS\LQJ� WKH� SODQHW��ZKLFK� KDV�PRUH� WKDQ� GRXEOHG� VLQFH� ������ UHGXFHV HFRQRPLF� FKRLFH� DQG�LQGLYLGXDO�OLEHUW\�LI�WKHUH�LV�WR�EH�VRFLDO�HTXDOLW\�DQG�HFRORJLFDO�UHVWRUDWLRQ��3UHWHQGLQJ�RW KHUZLVH�LV�MXVW�DQRWKHU�IRUP�RI�VHOI�GHOXVLRQ��)RU�DOO�RI�XV��LW�LV�WLPH�WR�JURZ�XS��WR�SXW�DVLGH�WKHVH�FKLOGLVK�WKLQJV�� WR�DFFHSW� WKH� UHVSRQVLELOLWLHV�RI�DGXOWKRRG�DQG� WR�EHJLQ� WKH�SURFHVV�RI�KHDOLQJ��$OO� WLPH�VSHQW�GRLQJ�RWKHUZLVH�LV�WLPH�ZDVWHG���� $UULQJWRQ¶V��������FULWLTXH�RI�D�W\UDQQLFDO�VW\OH�UXOH�E\�WKH�LQWHOOHFWXDO�PDLQVWUHDP�FHQWUHV�RQ�WKH�ZD\�LQ�ZKLFK�PDLQVWUHDP�DFFRXQWLQJ�UHVHDUFK�DQG�SUDFWLFH�³«�KDV�NHSW�SXEOLF�LQWHUHVW�UHVHDUFK�
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PDUJLQDOL]HG´��S�����$V�HYLGHQFH�RI�WKLV�PDUJLQDOL]DWLRQ��*DIILNLQ���������IRU�H[DPSOH��UHIHUV�WR�WKH�LQIOXHQFH�RI�1LFRODV�'RSXFK��ORQJ�WLPH�HGLWRU�RI� 7KH�-RXUQDO�RI�$FFRXQWLQJ�5HVHDUFK��-$5��ZKRVH�LQIOXHQFH�RQ�WKH�VFRSH�DQG�GLUHFWLRQ�RI�DFFRXQWLQJ�UHVHDUFK�LV�WR�EH�IRXQG�LQ�KLV�FRPPHQWV��DV�HGLWRU�RI�-$5��WKDW�KH�VRXJKW�WR�NLOO�³«�WKH�WUDGLWLRQDO�IRUP�RI�QRUPDWLYH�WKHRUL]LQJ´��'RSXFK������� S���� DV� TXRWHG� E\� *DIILNLQ� ������ S������ ,W� LV� FHUWDLQO\� WUXH� WKDW� D� QXPEHU� RI� UHIHUHHG�MRXUQDOV�QRZ�H[LVW�ZKLFK�VHUYH�DV�D�GLVFRXUVH�IRU�SXEOLF�LQWHUHVW�DFFRXQWLQJ��QRWDEO\� $FFRXQWLQJ��$XGLWLQJ� DQG� $FFRXQWDELOLW\� -RXUQDO� �$$$-��� $FFRXQWLQJ�� 2UJDQL]DWLRQV� DQG� 6RFLHW\� �$26���$GYDQFHV�LQ�3XEOLF�,QWHUHVW�$FFRXQWLQJ��$,3,$��DQG�&ULWLFDO�3HUVSHFWLYHV�RQ�$FFRXQWLQJ��&3$���+RZHYHU�� PDLQVWUHDP� DFFRXQWLQJ� SUDFWLFH� DQG� UHVHDUFK� FRQWLQXHV� WR� EH� ZHGGH G� WR� ³«� WKH�GLVFRXUVH�RI�DFFRXQWLQJ�PRGHUQLVP�«´��$UULQJWRQ�������S����DV�DGYRFDWHG�LQ�$EGHO �.KDOLN�DQG�$MLQN\D¶V� ������� VHPLQDO� ZRUN� ZLWK� LWV� LQVLVWHQFH� XSRQ� HPSLULFLVP� WKURXJK� WKH� XVH� RI�K\SRWKHWLFR�GHGXFWLYH� UHVHDUFK� PHWKRGV�� 7KLV� VWUDQJOHKROG� RQ� PHWKRGRORJ\� DQG� WKXV�� E\�LPSOLFDWLRQ�� HSLVWHPRORJ\� DQG� RQWRORJ\�� KDV� HIIHFWLYHO\� RVWUDFLVHG� D� UHVHDUFK� FRPPXQLW\� WKDW�VHHNV� WR� RIIHU� DOWHUQDWLYH� YLHZV� RQ� WKH� UROH� RI� EXVLQHVV�� JRYHUQPHQWV� DQG� RWKHU� LQVWLWXWLRQV� LQ�VRFLHW\�DQG�RI�WKH�HIIHFWV�RI�WKHVH�LQVWLWXWLRQV RQ�VRFLHW\��PLQRULWLHV��ZRPHQ�DQG�WKH�HQYLURQPHQW��)DFHG�ZLWK� WKLV�GLOHPPD�� LW� LV�SHUKDSV�QRW� VXUSULVLQJ� WKDW� WKH�PRUH� UDGLFDO� IRUPV�RI� VRFLDO�DQG�HQYLURQPHQWDO�DFFRXQWLQJ�KDYH�\HW�WR�HQWHU�PDLQVWUHDP�ILQDQFLDO�DFFRXQWLQJ�WKHRU\�RU�SUDFWLFH�
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,QWHUQDWLRQDO�HQYLURQPHQWDO�UHSRUWLQJ�DQG�GLVFORVXUH�UHTXLUHPHQWV7KLV� DSSHQGL[� SURYLGHV� VXPPDU\� GHWDLOV� RI� PDQGDWRU\� DQG� LPSRUWDQW� YROXQWDU\� FRUSRUDWH�HQYLURQPHQWDO� UHSRUWLQJ� GHYHORSPHQWV� DQG� LQLWLDWLYHV� LQ� (XURSHDQ� DQG� RWKHU� )LUVW�ZRUOG�FRXQWULHV� DV� DW� DXWXPQ� ����D�� 7KHVH� GHWDLOV� UHIHU�� ZKHUH� DSSOLFDEOH�� WR� UHTXLUHPHQWV� DQG�JXLGHOLQHV� LQ� UHODWLRQ� WR� WKH� DQQXDO� UHSRUW� DQG� DFFRXQWV� DQG� WR� VWDQG�DORQH� HQYLURQPHQW�UHSRUWV��&RXQWULHV�DUH�OLVWHG�LQ�DOSKDEHWLFDO�RUGHU��VWDUWLQJ�ZLWK�(XURSHDQ�FRXQWULHV�$XVWULD�DQG�*HUPDQ\� 7KHUH�DUH�QR�VSHFLILF� OHJDO� UHSRUWLQJ�UHTXLUHPHQWV� LQ� UHODWLRQ� WR� WKH�DQQXDO�DFFRXQWV�� ,Q� UHODWLRQ� WR�HQYLURQPHQW� UHSRUWV��KRZHYHU�� WKH�(0$6�5HJXODWLRQ��&(&������E������D��LV�IDYRXUHG�E\�WKHLU�UHVSHFWLYH�JRYHUQPHQWV�ZKLFK�RIIHU�SRVLWLYH�VXEVLGLHV�DQG�EHQHILWV�LQ�UHODWLRQ�WR�SURGXFWLRQ�OLFHQFHV�DQG�SXEOLF�SURFXUHPHQW�IRU�WKRVH�FRPSDQLHV�ZKLFK�FRPSO\�ZLWK�(0$6��+HQFH�� WKHUH�DUH�VWURQJ�SROLWLFDO�LQFHQWLYHV�IRU�FRPSDQLHV�WR�DGRSW�WKH�(0$6� UHJXODWLRQ� LQ�ERWK� FRXQWULHV��0RUHRYHU�� SULRU� WR� WKH�(8¶V� DGRSWLRQ�RI�(0$6�� WKHUH�ZDV� D� ORQJ�HVWDEOLVKHG� WUDGLWLRQ� RI� PDVV� EDODQFHV� DQG� HQYLURQPHQWDO� UHSRUWLQJ� LQ� ERWK�FRXQWULHV��6HYHUDO�PDQXDOV�KDYH�EHHQ�SXEOLVKHG�LQ�ERWK�$XVWULD�DQG�*HUPDQ\�RQ�EHVW�SUDFWLFH�LQ� HQYLURQPHQWDO� UHSRUWLQJ� DQG� IRU� LQWHUSUHWLQJ� WKH� (0$6� UHTXLUHPHQWV�� 7KH� YROXQWDU\�DSSURDFK� UHIOHFWV� WKH� ORQJ�VWDQGLQJ� $XVWULDQ� DQG� *HUPDQ� WUDGLWLRQ� RI� HQYLURQPHQW� UHSRUWV�DQG� PDVV� EDODQFHV�� &HUWDLQ� ODUJH� FRPSDQLHV� LQ� KLJKO\� SROOXWLQJ� LQGXVWULHV� DUH� UHTXLUHG� WR�UHSRUW�HPLVVLRQV�WR�ORFDO�DXWKRULWLHV�DQG�DOO�FRPSDQLHV�KDYH�WR�VXEPLW�D�ZDVWH�SUHYHQWLRQ�SODQ�WR�ORFDO�JRYHUQPHQW�DJHQFLHV�ZKHQ�FKDQJLQJ�WKHLU�SURGXFWLRQ�SURFHVVHV��,Q�ZHVWHUQ�*HUPDQ\�WKHUH� DUH� DQ� HVWLPDWHG� ������� FRQWDPLQDWHG� VLWHV�� ZLWK� WKH� QXPEHU� LQ� WKH� IRUPHU� (DVW�*HUPDQ\�H[SHFWHG�WR�EH�PXFK�KLJKHU��:LQGH\HU��������%HOJLXP��7KHUH�DUH�QR�VSHFLILF�OHJDO�UHSRUWLQJ�UHTXLUHPHQWV�LQ�UHODWLRQ�WR�WKH�DQQXDO�DFFRXQWVRU� VSHFLILF� HQYLURQPHQWDO� UHSRUWLQJ� UHTXLUHPHQWV� FRYHULQJ� DOO� FRPSDQLHV�� +RZHYHU�� XQGHU�DUWLFOH� ������ RI� WKH� 9/$5(0� ,,� ������� FHUWDLQ� FRPSDQLHV DUH� UHTXLUHG� WR� LVVXH� DQ� DQQXDO�HQYLURQPHQW� UHSRUW�� WKHVH� FRPSDQLHV� EHLQJ� WKRVH� OLVWHG� LQ� $SSHQGL[� ,� WR� 9/$5(0� ,� DQG�PDLQO\�FRQFHUQ�&ODVV�,�DQG�&ODVV�,,�KD]DUGRXV�DFWLYLWLHV��.30*�:,00��������'HQPDUN� 'HQPDUN�KDV�HQYLURQPHQWDO�UHJXODWLRQV�JRYHUQLQJ�ERWK�VWDQG�DORQH�HQYLURQPHQW�UHSRUWV� DQG� WKH� DQQXDO� DFFRXQWV�� ,Q� UHODWLRQ� WR� VWDQG�DORQH� HQYLURQPHQW� UHSRUWV�� WKH�*UHHQ�$FFRXQWV� $FW ZDV� DGRSWHG� E\� WKH� 'DQLVK� 3DUOLDPHQW�� WKH )RONHWLQJ�� LQ� -XQH� ����E DV� DQ�DPHQGPHQW� WR�&KDSWHU���RI� WKH�'DQLVK�(QYLURQPHQWDO�3URWHFWLRQ�$FW��7KH�DPHQGPHQW�ZDV�LQWURGXFHG� LQ� WKH� IRUP� RI� D� VWDWXWRU\� RUGHU� IURP� WKH�'DQLVK�0LQLVWU\� RI� (QYLURQPHQW� DQG�(QHUJ\��'DQLVK�(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\��������� WKH�SULPDU\�REMHFWLYH�RI�ZKLFK�LV�WR�LQFUHDVH�FRUSRUDWH�DQG�SXEOLF�LQWHUHVW�LQ�HQYLURQPHQWDO�LVVXHV�DQG�WR�HQFRXUDJH�HQWHUSULVHV�WRZDUGV�PRUH� DFWLYH� DQG� WDUJHWHG� HQYLURQPHQWDO� LQLWLDWLYHV� �IRU� D� UHYLHZ�� VHH� IRU� H[DPSOH��9HGVR�� ������� 8QGHU� WKH� $FW�� ZLWK� HIIHFW� IURP� ILVFDO� \HDU� ������ DURXQG� ������ 'DQLVK�HQWHUSULVHV�KDYH�KDG�WR�SXEOLVK�*UHHQ�$FFRXQWV��ZKLOH�DSSUR[LPDWHO\�����ILUPV�KDYH�XWLOLVHG�WKH� RSWLRQ� RI� VXEPLWWLQJ� D� YROXQWDU\� DFFRXQW�� ,Q� ������ ������ JUHHQ� DFFRXQWV� ZHUH� PDGH�SXEOLF��RI�ZKLFK�����ZHUH�YROXQWDU\��'DQLVK�(3$�������F��7KH�GXW\�WR�ILOH�*UHHQ�$FFRXQWVUHVWV� RQ� FRPSDQLHV� RSHUDWLQJ� LQ� QLQH� HQYLURQPHQWDOO\�VHQVLWLYH� VHFWRUV�� LQFOXGLQJ� LURQ� DQG�VWHHO��SURFHVVLQJ��RLO� DQG�JDV��FKHPLFDOV��DQLPDO�SURFHVVLQJ�DQG�SRZHU�DQG�KHDW�JHQHUDWLRQ��8QGHU� WKH�*UHHQ� $FFRXQWV� $FW�� 'DQLVK� FRPSDQLHV� DUH� UHTXLUHG� WR� VXEPLW�*UHHQ� $FFRXQWVDQQXDOO\�WR�ERWK�ORFDO�DQG�JRYHUQPHQWDO�DXWKRULWLHV��7KH�PDLQ�FRQWHQW�RI�WKH�UHSRUW�FRQVLVWV�RI�WKUHH�HOHPHQWV��9HGVR��������x FRPSDQ\� LQIRUPDWLRQ� LQ� JHQHUDO�� LQFOXGLQJ QDPH�� ORFDWLRQ�� PDLQ� DFWLYLWLHV�� ORFDO�HQYLURQPHQWDO�SHUPLWV��HWF��
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x D�GLUHFWRUV
�UHSRUW�ZKLFK�PXVW�LQIRUP�UHDGHUV�ZLWK�QR�H[SHUW�NQRZOHGJH��LQWHU�DOLD��DV� WR� ZK\� WKH� FKRVHQ� LQIRUPDWLRQ� LV� FRQVLGHUHG� UHOHYDQW�� LI� DQG� WR� ZKDW� H[WHQW�HPSOR\HHV� KDYH� EHHQ� LQYROYHG� LQ� WKH�PDNLQJ� RI� WKH� JUHHQ� UHSRUW�� DQG�� KD]DUGRXV�PDWHULDOV�WKDW�SRVHV�D�WKUHDW�WR�WKH�KHDOWK�DQG�VDIHW\�RI�HPSOR\HHV��DQG�x D� UHVRXUFH� FRQVXPSWLRQ� UHSRUW�ZKLFK�PXVW� VSHFLI\�� LQWHU� DOLD�� WKH�PDLQ� XVDJH� RI�HQHUJ\��ZDWHU�DQG�PDWHULDOV�DV�ZHOO�DV�DQ\�KDUPIXO��SROOXWLQJ��VXEVWDQFHV�RI�PDMRU�YROXPH� WR� WKH� H[WHQW� WKHVH� DUH� XVHG� LQ� SURGXFWLRQ� SURFHVVHV�� HPLWWHG� E\� WKH�FRPSDQ\� WR� DLU��ZDWHU� DQG� VRLO� RU� FRQWDLQHG� LQ� WKH� FRPSDQ\¶V�SURGXFWV�RU�ZDVWHV��7KH� UHVRXUFH� FRQVXPSWLRQ� HOHPHQW� RI� WKH� UHSRUW� UHIOHFWV� D� PDWHULDO�IORZ� EDVHG�DSSURDFK�RI�UHSRUWLQJ�RQ�LQSXWV�DQG�HPLVVLRQV�UHOHDVHV�RI�SROOXWLQJ�VXEVWDQFHV�0DQDJHPHQW� LV� QRW� UHTXLUHG� WR� VLJQ� WKH� UHSRUW� DOWKRXJK� LW� LV� FRQVLGHUHG� EHVW� SUDFWLFH��6LPLODUO\��DQ�DXGLWRUV¶�RSLQLRQ�LV�QRW�UHTXLUHG�EXW�LI�DQ�DXGLW�LV�SHUIRUPHG�WKH�DXGLWRU¶V�UHSRUW�PXVW� DOVR� EH� LQFOXGHG� LQ� WKH� *UHHQ� $FFRXQW�� 7KHUH� DUH� QR� VSHFLILF� GHPDQGV� DV� WR� WKH�HQYLURQPHQWDO�DXGLWRUV¶�TXDOLILFDWLRQV�DQG�V�KH�FDQ�EH�LQWHUQDO�RU�H[WHUQDO��DV�ZLWK�WKH�(0$6�UHJXODWLRQ��&RPSDQLHV�UHJLVWHUHG�XQGHU�(0$6�PD\�VHHN�H[HPSWLRQ�IURP�WKH�UHTXLUHPHQW�WR�VXEPLW�*UHHQ� $FFRXQWV E\� VXEPLWWLQJ� WKH� DQQXDO� VWDWHPHQW� DQG� YHULILHG� (0$6�UHSRUW� DV�DOWHUDWLYH�YDOLG�GRFXPHQWV�� �)RU� D� UHYLHZ�RI�ERWK� WKH�SRVLWLYH�DQG�QHJDWLYH�EHQHILWV�DULVLQJ�RXW� RI� WKH� 'DQLVK� H[SHULHQFH� ZLWK� PDQGDWRU\� HQYLURQPHQWDO� UHSRUWLQJ�� VHH�� IRU� H[DPSOH��%HEELQJWRQ��������'DQLVK�(3$��������������7KH� OHJLVODWLRQ�UHJXODWLQJ�JUHHQ� DFFRXQWV�ZDV�PRGHUQLVHG� LQ������DQG�������E\� WKH�*UHHQ�$FFRXQWV� $FW� ���� �/DZ� QR�� ���������� DQG� 6WDWXWRU\�2UGHU�� QR� ���������� UHVSHFWLYHO\�� WR�WDNH� DFFRXQW� RI� GHYHORSPHQWV� LQ� JUHHQ� DFFRXQWLQJ� DQG� LQWHUQDWLRQDO� UHSRUWLQJ�� DV� ZHOO� DV�JHQHUDO GHYHORSPHQWV� LQ� VRFLHW\� �'DQLVK� (3$�� ������� 7KH� PDWHULDO�IORZ� EDVHG� DSSURDFK�UHPDLQV� XQFKDQJHG� EXW� WKH� DFFRXQWV� KDYH� EHHQ� H[SDQGHG� WR� LQFOXGH� PRUH� LQIRUPDWLRQ� RQ�ZDVWH� DQG� ZDVWH� KDQGOLQJ� DQG� WKH� HQYLURQPHQWDO� EHKDYLRXU� RI� WKH� FRPSDQ\�� ,Q� DGGLWLRQ��FHUWDLQ SURFHGXUDO� DUUDQJHPHQWV� KDYH� EHHQ� LQWURGXFHG�ZKLFK� JLYH� ORFDO� DXWKRULWLHV� D� GLUHFW�UROH� LQ� WKH� JUHHQ� DFFRXQWV� SURFHVV��7KH� QHZ� UHTXLUHPHQWV� KDYH� WZR�REMHFWLYHV�� �L�� WKDW� WKH�DFFRXQWV�SUHVHQW� LQIRUPDWLRQ�ZKLFK� LV� RI� LQWHUHVW� WR� WKH�SXEOLF�� H�J�� KRZ�ZHOO� WKH�FRPSDQ\�FRPSOLHV� ZLWK� UHJXODWLRQV�� FRPSODLQWV� E\� QHLJKERXUV� DQG� RWKHUV�� DQG� RWKHU� LQIRUPDWLRQ�UHODWLQJ� WR� HQYLURQPHQWDO� SROLF\�� GHPDQGV�RQ�VXSSOLHUV�DQG�ZDVWH�JHQHUDWLRQ�DQG�KDQGOLQJ��DQG��LL��WKDW�FRPSDQLHV�DUH�PRWLYDWHG�WR�ZRUN�V\VWHPDWLFDOO\�ZLWK�HQYLURQPHQWDO�LVVXHV��7KH�UHYLVHG� *UHHQ� $FFRXQWV� $FW� DOVR� LQWURGXFHG� LPSRUWDQW� FKDQJHV� WR� WKH� DGPLQLVWUDWLYH�IUDPHZRUN��7R�LPSURYH�WKH�FUHGLELOLW\�RI�JUHHQ�DFFRXQWV�� ORFDO�DXWKRULWLHV�DUH�QRZ�UHTXLUHG�WR�GUDZ�XS�D�VWDWHPHQW�WR�EH�SXEOLVKHG�DV�DQ�LQWHJUDO�SDUW�RI�WKH�DFFRXQWV��7KH�VWDWHPHQW�PXVW�UHIOHFW� ZKHWKHU� WKH� HQYLURQPHQWDO� GDWD� LV� LQ� OLQH� ZLWK� NQRZOHGJH� ZKLFK� WKH� DXWKRULW\� KDV�DERXW� WKH� FRPSDQ\� WKURXJK� LWV� SHUPLWWLQJ� DQG�FRQWUROOLQJ�ZRUN��+RZHYHU�� WKH� VFRSH�RI� WKH�VWDWHPHQW� LV� OLPLWHG� WR� RQO\� SDUW� RI� WKH� DFFRXQWV�� ZLWK� FHUWDLQ� DVSHFWV�� VXFK� DV� WKH� PRUH�PDQDJHPHQW�UHODWHG� LVVXHV�� EHLQJ� H[HPSW�� $OWKRXJK� DQ� LPSURYHPHQW� LQ� FUHGLELOLW\� FRXOG�KDYH�EHHQ�DFKLHYHG� WKURXJK�H[WHUQDO��PDQGDWRU\�DXGLWV�� WKH�'DQLVK�3DUOLDPHQW�FKRVH�QRW� WR�JR�GRZQ�WKLV�URXWH��$SSDUHQWO\��LW�ZDV�IHDUHG�WKLV�ZRXOG�LPSRVH�WRR�ODUJH�D�ILQDQFLDO�EXUGHQ�RQ�FRPSDQLHV�DQG�WKDW�WKHUH�ZRXOG�EH�YHU\�OLWWOH�DGGHG�ERQXV�EH\RQG�WKH�FUHGLELOLW\�LVVXH�,Q�UHODWLRQ�WR�WKH�DQQXDO�UHSRUW�DQG�DFFRXQWV��WKH�'DQLVK�3DUOLDPHQW�SDVVHG�D�QHZ�ODZ�LQ�0D\������ ZKLFK� LQWHU� DOLD�� UHTXLUHV� PDQDJHPHQW� WR� UHSRUW� RQ� HQYLURQPHQWDO� LQ� LVVXHV� LQ� WKH�DQQXDO�UHSRUW��8QGHU�WKH�QHZ�'DQLVK�)LQDQFLDO�6WDWHPHQWV�$FW���������HIIHFWLYH�IRU�ILQDQFLDO�\HDUV� EHJLQQLQJ� RQ� RU� DIWHU� �� -DQXDU\� ������ HQWHUSULVHV� RI� UHSRUWLQJ� FODVVHV� '� �L�H�� OLVWHG�FRPSDQLHV� DQG� VWDWH�RZQHG� SXEOLF� OLPLWHG� FRPSDQLHV�� DQG� &� �L�H�� RWKHU� HQWHUSULVHV� ZKRVH�VL]H� H[FHHGV� FHUWDLQ� GHILQHG� OLPLWVG�� DUH� QRZ� VWDWXWRULO\� REOLJHG� WR� UHSRUW� FHUWDLQ�HQYLURQPHQWDO� LQIRUPDWLRQ� LQ� WKH� 0DQDJHPHQW� 5HYLHZ� �SUHYLRXVO\� FDOOHG� 'LUHFWRUV¶� DQG�0DQDJHPHQW¶V�5HSRUW��VHFWLRQ�RI�WKH�DQQXDO�UHSRUW��6HFWLRQ����RI�WKH�QHZ�$FW�SURYLGHV�WKDW�
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0DQDJHPHQW¶V�5HYLHZ�VKRXOG��LQWHU�DOLD��GHVFULEH�WKH�HQWHUSULVH¶V�LPSDFW�RQ�WKH�HQYLURQPHQW�DQG�PHDVXUHV� WDNHQ� IRU� WKH� SUHYHQWLRQ�� UHGXFWLRQ� RU� UHPHG\�RI� HQYLURQPHQWDO� GDPDJH��)RU�WKHVH� SXUSRVHV�� WKH� HQYLURQPHQW� LV� GHILQHG� DV� QDWXUDO� SK\VLFDO� VXUURXQGLQJV�� VXFK� DV� DLU��ZDWHU��IORUD��IDXQD�DQG�QRQ�UHQHZDEOH�HQHUJ\�UHVRXUFHV�VXFK�DV�IRVVLO�IXHOV�DQG�PLQHUDOV��,Q�GHFLGLQJ�ZKDW�WR�GLVFORVH�LQ�WKH�PDQDJHPHQW�UHYLHZ�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�LVVXHV��WKH�PDQDJHPHQW�RI�DQ�HQWHUSULVH�QHHG�WR�FRQVLGHU�D�QXPEHU�RI�LVVXHV��LQFOXGLQJ�WKH�IROORZLQJ�x DW� D�JHQHUDO� OHYHO�� WKH�SULPDU\� UROH�RI� WKH�DQQXDO� UHSRUW�ZLWKLQ�'DQLVK� VRFLHW\�KDV�VKLIWHG� IURP� D� IRFXV� RQ� LQYHVWRUV¶� LQIRUPDWLRQ� UHTXLUHPHQWV� WR� D� EURDGHU� IRFXV�WDNLQJ�LQWR�DFFRXQW�WKH�SXEOLF�LQWHUHVW�DQG�UHIOHFWLQJ�WKH�WUDQVLWLRQ�IURP�DQ�LQGXVWULDO�WR�D�NQRZOHGJH�EDVHG�VRFLHW\�x WKLV� PRUH� KROLVWLF� DSSURDFK� WR� HQWHUSULVH� UHSRUWLQJ� LV� VHHQ� DV� HQFRPSDVVLQJ� DQ�DFFRXQW� RI� WKH� ZD\� LQ� ZKLFK� WKH� PDQDJHPHQW� RI� DQ� HQWHUSULVH� PDQDJHV�HQYLURQPHQWDO� LVVXHV� DQG� RI� WKH� HQWHUSULVH
V� DGPLQLVWUDWLRQ� RI� HQYLURQPHQWDO�UHVSRQVLELOLW\��DQG�x PDQDJHPHQW¶V� DVVHVVPHQW� RI� HQYLURQPHQWDO� LVVXHV� PXVW� WDNH� LQWR� DFFRXQW� WKH�UHTXLUHPHQW�IRU�WKH�DQQXDO�UHSRUW�WR�SURYLGH�D�WUXH�DQG�IDLU�YLHZ�RI�WKH�HQWHUSULVH
V�ILQDQFLDO�UHVXOWV�DQG�SRVLWLRQ�DQG�WKXV�HQYLURQPHQWDO�GLVFORVXUHV�XQGHU�WKH�QHZ�$FW�IDOO�ZLWKLQ�WKH�VFRSH�RI�WKH�H[WHUQDO�VWDWXWRU\�DXGLW��DQG�x PRUH� WKRURXJK� DQG� VSHFLILF� LQIRUPDWLRQ� RQ� HQYLURQPHQWDO� LVVXHV� DQG� LQIRUPDWLRQ�QRW� UHTXLUHG� IRU� WKH� SXUSRVHV� RI� D� WUXH� DQG� IDLU� YLHZ� PD\� EH� SUHVHQWHG� LQ� D�VXSSOHPHQWDU\�UHSRUW�,Q� UHODWLRQ� WR� WKH� ODVW� SRLQW�� WKH� $FW� VSHFLILHV� WKDW� VXSSOHPHQWDU\� UHSRUWV� PXVW� EH� FOHDUO\�VHSDUDWHG�IURP�DQG�SODFHG�DIWHU�WKH�VWDWXWRU\�FRPSRQHQWV�RI�WKH�DQQXDO�UHSRUW�DQG�WKDW�VXFK�UHSRUWV�PXVW�JLYH�D�WUXH�DQG�IDLU�YLHZ�ZLWKLQ�WKH�IUDPHZRUN�RI�JHQHUDOO\�DFFHSWHG�JXLGHOLQHV��8QGHU� WKH� QHZ� $FW�� WKH� PDQDJHPHQW� RI� DQ� HQWHUSULVH� PD\� RPLW� D� GHVFULSWLRQ� RI�HQYLURQPHQWDO� LVVXHV� RQO\� LI� WKH� HQYLURQPHQW� LV� QRW� LPSRUWDQW� WR� WKH� RSHUDWLRQV� RI� WKH�HQWHUSULVH�� &RQVHTXHQWO\�� WKHUH� LV� DQ� LPSOLHG� REOLJDWLRQ� RQ� WKH� SDUW� RI� PDQDJHPHQW� WR�SHUIRUP�D�UHYLHZ�H[HUFLVH� WR�GHWHUPLQH�ZKLFK�HQYLURQPHQWDO�LVVXHV�DUH�RI�LPSRUWDQFH�WR�LWV�ILQDQFLDO� SRVLWLRQ� DQG� IXWXUH� SURVSHFWV�� 6XFK� D� UHYLHZ� ZRXOG� EH� H[SHFWHG� WR� LQFOXGH� D�PDSSLQJ�RI�VSHFLILF�HQYLURQPHQWDO�LPSDFWV�RI�WKH�HQWHUSULVH��ERWK�DW�WKH�SUHVHQW�WLPH�DQG�LQ�WKH� IXWXUH�� ZKLFK� FRXOG� LQIOXHQFH� LWV� RSHUDWLRQV� DQG� ILQDQFLDO� GHYHORSPHQW�� )ROORZLQJ� RQ�IURP�ZKLFK��PDQDJHPHQW�ZRXOG�WKHQ�EH�LQ�D�SRVLWLRQ�WR�DGGUHVV��L��ZKDW�DFWLRQV�KDYH�EHHQ�WDNHQ�WR�UHPHG\�DQ\�HQYLURQPHQWDO�GDPDJH�UHVXOWLQJ�IURP�HQYLURQPHQWDO�LPSDFWV�ZKLFK�DUH�RI�LPSRUWDQFH�WR�WKH�HQWHUSULVH¶V�ILQDQFLDO�SRVLWLRQ�DQG�GHYHORSPHQW���LL��KRZ�D�UHGXFWLRQ�RI�HQYLURQPHQWDO� LPSDFWV� LV� WDNHQ� LQWR�DFFRXQW�DV�SDUW�RI�GD\�WR�GD\�RSHUDWLRQV�DQG� �LLL��ZKDW�VWHSV� DQG� LQYHVWPHQWV� KDYH� EHHQ� PDGH� WR� UHGXFH� IXWXUH� HQYLURQPHQWDO� LPSDFWV� DQG� WKH�H[SHFWHG� HIIHFWV� DULVLQJ� WKHUHIURP�� 7KH� H[DFW� IRUP� DQG� QDWXUH� RI� WKH� GLVFORVXUHV� UHTXLUHG�XQGHU�WKH�QHZ�$FW�DUH�LQWHQWLRQDOO\�YDJXH�ZLWK�PDQDJHPHQW�EHLQJ�H[SHFWHG�WR�DSSO\�WKH�QHZ�UHTXLUHPHQWV�DV� LV� UHOHYDQW�DQG�DSSURSULDWH� WR� WKH�VSHFLILF�FLUFXPVWDQFHV�RI�HDFK�HQWHUSULVH��,Q�SUDFWLFH��LW�LV�H[SHFWHG�WKDW�E\�FRQVLGHULQJ�WKH�LVVXHV�GHVFULEHG DERYH��PDQDJHPHQW�ZRXOG�EH�LQ�D�SRVLWLRQ�WR�SURYLGH�D�VXPPDU\�UHSRUW�LQ�WKH�0DQDJHPHQW�5HYLHZ�VHFWLRQ�RI�WKH�DQQXDO�UHSRUW� RQ� WKH� HQWHUSULVH¶V� VSHFLILF� FLUFXPVWDQFHV� LQ� UHODWLRQ� WR� HQYLURQPHQWDO� LVVXHV��,QIRUPDWLRQ�SUHSDUHG� LQ�FRPSOLDQFH�ZLWK�UHSRUWLQJ�REOLJDWLRQV�IRU�JUHHQ�DFFRXQWV�XQGHU� WKH�*UHHQ�$FFRXQWV�$FW��VHH�DERYH��PD\�SURYLGH�D�ZRUNDEOH�EDVLV�IRU�HQYLURQPHQWDO�GLVFORVXUHV�UHTXLUHG�XQGHU�WKH�QHZ�$FW��DOWKRXJK�WKHUH�DUH�WZR�LPSRUWDQW�GLIIHUHQFHV�ZKLFK�PD\�UHVWULFW�WKH� GHJUHH� RI� RYHUODS�� )LUVWO\�� UHSRUWLQJ� XQGHU� WKH� *UHHQ� $FFRXQWV� $FW� LV� DW� VLWH� OHYHO��ZKHUHDV� UHSRUWLQJ� LQ� WKH� PDQDJHPHQW� UHYLHZ� VHFWLRQ� RI� WKH� DQQXDO� UHSRUW� LV� DW� HQWHUSULVH�OHYHO�� L�H��� IRU� WKH�HQWHUSULVH�RU�JURXS�RI�HQWHUSULVHV�DV�D�ZKROH��6HFRQGO\�� LQ� UHODWLRQ� WR� WKH�FRQFHSW� RI� PDWHULDOLW\�� LVVXHV� FRQVLGHUHG� WR� KDYH� D� PDWHULDO� HQYLURQPHQWDO� LPSDFW� IRU� WKH�
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SXUSRVHV� RI� WKH� JUHHQ� DFFRXQWV� DUH� EDVHG� RQ� D� WHFKQLFDO� HQYLURQPHQWDO� UHYLHZ�� ZKHUHDV�HQYLURQPHQWDO� LVVXHV� LQ� WKH� PDQDJHPHQW� UHYLHZ� DUH� DVVHVVHG� IRU� PDWHULDOLW\� IURP� WKH�SHUVSHFWLYH�RI�KDYLQJ�WR�SURYLGH�D�WUXH�DQG�IDLU�YLHZ�RI�WKH�HQWHUSULVH¶V�RSHUDWLRQV�DQG�VWDWH�RI�DIIDLUV��7KXV��LQ�WKHRU\��HQWHUSULVHV�WKDW�DUH�UHTXLUHG�WR�SUHSDUH�JUHHQ�DFFRXQWV�FRXOG�RPLW�WR�UHSRUW�RQ�HQYLURQPHQWDO�LVVXHV�LQ�WKH�PDQDJHPHQW�UHYLHZ�VHFWLRQ�RI�WKH�DQQXDO�UHSRUW�RQ�WKH�JURXQGV�WKDW�HQYLURQPHQWDO�LPSDFWV�DUH�QRW�PDWHULDO�IRU�WKH�SXUSRVHV�RI�SUHVHQWLQJ�D�WUXH�DQG�IDLU�YLHZ�)UDQFH� 7KHUH�DUH�QR�VSHFLILF�)UHQFK�UHJXODWLRQV�FRQFHUQLQJ�WKH�SUHSDUDWLRQ�RI�HQYLURQPHQW�UHSRUWV��+RZHYHU��XQGHU�*RYHUQPHQW�'HFUHH�QR����������� UHYLVLQJ�$UWLFOH�QR�������������)HEUXDU\� ������� DOO� )UHQFK� OLVWHG� FRPSDQLHV� LVVXLQJ� VWDWXWRU\� DQQXDO� UHSRUWV� DUH� UHTXLUHG��IURP� ����� RQZDUGV�� WR� SXEOLVK� LQ� WKH� VWDWXWRU\� DQQXDO� UHSRUW� D� UHYLHZ� RI� WKHLU� VRFLDO� DQG�HQYLURQPHQWDO� DFWLYLWLHV� �3ULFH:DWHUKRXVH&RRSHUV�� �����H�� $UWLFOH� �� RI� WKH� GHFUHH� FRYHUV�VRFLDO�DQG�HPSOR\PHQW�PDWWHUV�DQG�FRQWDLQV�D�OLVW�RI�LWHPV�WKDW�DUH�UHTXLUHG�WR�EH�GLVFORVHG�LQFOXGLQJ��WKH�QXPEHU�RI�IXOO�WLPH�DQG�SDUW�WLPH�ZRUNHUV��WKH�QXPEHU�RI�QHZ�UHFUXLWV�DQG�OD\�RIIV��LQIRUPDWLRQ�FRQFHUQLQJ�HPSOR\HH�UHGXFWLRQ�SURJUDPPHV�DQG�HPSOR\PHQW�VDIHJXDUGLQJ�SURJUDPPHV�� HIIRUWV� WR� ILQG� QHZ� HPSOR\PHQW� IRU�ZRUNHUV� ODLG�RII�� HTXDOLW\� LQ� HPSOR\PHQW�EHWZHHQ�PHQ�DQG�ZRPHQ��DQG�� WKH�HPSOR\PHQW�RI�DQG�LQWHJUDWLRQ�RI�KDQGLFDSSHG�ZRUNHUV��$UWLFOH� � GHDOV� ZLWK� HQYLURQPHQWDO� LVVXHV� DQG� UHTXLUHV� DOO� FRPSDQLHV� WR� UHSRUW� RQ� WKH�HQYLURQPHQWDO�FRQVHTXHQFHV�RI�WKHLU�EXVLQHVV�DFWLYLWLHV�UHODWLYH�WR�WKH�HIIHFWV�RI�DQG�QDWXUH�RI�WKH�LQGXVWU\�LQ�ZKLFK�LW�RSHUDWHV��LQFOXGLQJ�WKH�IROORZLQJ�VSHFLILF�LQIRUPDWLRQ�x ZDWHU�� UDZ� PDWHULDO� DQG� HQHUJ\� FRQVXPSWLRQ�� WRJHWKHU� ZLWK� PHDVXUHV� WDNHQ� WR�LPSURYH� HQHUJ\� HIILFLHQF\� DQG� WKH� XVH� RI� UHQHZDEOH� HQHUJLHV�� VRLO� XWLOLVDWLRQ�FRQGLWLRQV��DLU��ZDWHU��DQG�VRLO�HPLVVLRQV�ZLWK�GDPDJLQJ�HIIHFWV�RQ�WKH�HQYLURQPHQW�x PHDVXUHV� WDNHQ WR� OLPLW� LPSDFWV� RQ� ELRORJLFDO� VWDELOLW\�� QDWXUDO� HQYLURQPHQWV��SURWHFWHG�VSHFLHV�RI�DQLPDOV�DQG�ZLOGOLIH�x VWHSV�WDNHQ�WRZDUGV�HQYLURQPHQWDO�HYDOXDWLRQV�DQG�FHUWLILFDWLRQ�x PHDVXUHV� WDNHQ� WR� HQVXUH� FRPSOLDQFH� ZLWK� HQYLURQPHQWDO� UHJXODWLRQV� DQG�OHJLVODWLRQ�x FRPSDQ\�H[SHQGLWXUHV�RQ�HQYLURQPHQWDO�LPSDFW�SUHYHQWLRQ�x LQWHUQDO�HQYLURQPHQWDO�PDQDJHPHQW�VHUYLFHV��UHVRXUFHV�GHYRWHG�WR�WKH�UHGXFWLRQ�RI�HQYLURQPHQWDO� ULVNV�� LQWHUQDO�RUJDQL]DWLRQ�IRU� WKH�PDQDJHPHQW�RI�HQYLURQPHQWDOO\�GDPDJLQJ� DFFLGHQWV�� VXFK� DV� SROOXWLRQ�� WKH� FRQVHTXHQFHV� RI� ZKLFK� PD\� H[WHQG�RXWVLGH�WKH�FRPSDQ\�x WKH�DPRXQW�RI�HQYLURQPHQWDO�ULVN�SURYLVLRQV�DQG�JXDUDQWHHV�VHW�DVLGH��H[FHSW�LQ�WKH�FDVH� ZKHUH� WKLV� LQIRUPDWLRQ� PD\� SUHMXGLFH� WKH� FRPSDQ\� LQ� D� FXUUHQW� GLVSXWH� RU�ODZVXLW���DQG��x WKH� DPRXQW� RI� FRPSHQVDWLRQ� SDLG� GXULQJ� WKH� ILQDQFLDO� \HDU� DULVLQJ� IURP� MXGLFLDO�GHFLVLRQV�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�PDWWHUV�DQG�DFWLRQV�FDUULHG�RXW�IRU�WKH�UHSDLU�RI�GDPDJHV�UHVXOWLQJ�WKHUHIURP�8QGHU� $UWLFOH� � RI� WKH� GHFUHH�� UHVSRQVLELOLW\� IRU� LWV� LPSOHPHQWLQJ� LV� YHVWHG� LQ� YDULRXV�JRYHUQPHQW� PLQLVWULHV�� LQFOXGLQJ� WKH� 0LQLVWU\� RI� (FRQRP\�� )LQDQFH� DQG� ,QGXVWU\�� WKH�0LQLVWU\�RI�(PSOR\PHQW�DQG�6ROLGDULW\��WKH�0LQLVWU\�RI�-XVWLFH�DQG�WKH�0LQLVWU\�RI�5HJLRQDO�3ODQQLQJ�DQG�(QYLURQPHQW��DFFRUGLQJ�WR�WKHLU�UHVSHFWLYH�DUHDV�RI�UHVSRQVLELOLW\�WKH� 1HWKHUODQGV� 'XWFK� FRPSDQLHV� DUH� JRYHUQHG� E\� ODZV� ZKLFK� UHTXLUH� VRPH� ILUPV� WR�SURGXFH�DQ�HQYLURQPHQW� UHSRUW��7KHUH�DUH�QR�VSHFLILF�HQYLURQPHQWDO� UXOHV� LQ� UHODWLRQ� WR� WKH�DQQXDO� UHSRUW� DQG� DFFRXQWV� DOWKRXJK� WKH�'XWFK� DFFRXQWDQF\� SURIHVVLRQ� KDV� UHFHQWO\� LVVXHG�JXLGDQFH�RQ�VRFLDO�DQG�HQYLURQPHQWDO�PDWWHUV��,Q�UHODWLRQ�WR�VWDQG�DORQH�HQYLURQPHQW�UHSRUWV��D� 'XWFK� UHJXODWLRQ� ZDV� LQWURGXFHG� LQ� ����� DV� DQ� DPHQGPHQW� WR� WKH� (QYLURQPHQWDO�
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0DQDJHPHQW�$FW��������(IIHFWLYH�IURP���-DQXDU\�������WKH�UHJXODWLRQ�LPSRVHV�QHZ�VWDWXWRU\�UHSRUWLQJ� UHTXLUHPHQWV� RQ� 'XWFK� FRPSDQLHV� MXGJHG� WR� KDYH� VHULRXV� DGYHUVH� HIIHFWV� RQ� WKH�HQYLURQPHQW��VHH��IRU�H[DPSOH��'ULHsQKXL]HQ������D���7KH�FHQWUHSLHFH�RI�WKH�QHZ�OHJLVODWLRQ�LV�D�V\VWHP�RI�YROXQWDU\�DJUHHPHQWV��NQRZQ�DV�FRYHQDQWV��ZKLFK�WKH�'XWFK�JRYHUQPHQW�KDV�QHJRWLDWHG�LQ�FRQVXOWDWLRQ�ZLWK�FRPSDQLHV�WR�DFKLHYH�LWV�ORQJ�WHUP�VRFLDO�SROLF\�REMHFWLYHV�LQ�UHODWLRQ� WR� SROOXWLRQ� FRQWURO� DQG� HQYLURQPHQWDO� FOHDQ�XS� EDVHG� RQ� WKH� 1DWLRQDDO0LOLHXEHOHLGVSODQ �1DWLRQDO� (QYLURQPHQWDO� 3ROLF\� 3ODQ�� �103�� ����� XQGHU� ZKLFK�FRPSDQLHV�DUH�KHOG�UHVSRQVLEOH�IRU�UHGXFLQJ�WKH�LPSDFW�RI�WKHLU�DFWLYLWLHV�RQ�WKH�HQYLURQPHQW��'ULHsQKXL]HQ������D���+RZHYHU��UDWKHU�WKDQ�EHLQJ�GLUHFWHG�DW�DOO�FRPSDQLHV��WKH�UHJXODWLRQ�LV�UHVWULFWHG�WR�LQGXVWULDO�VHFWRUV�ZKLFK�DUH�FRQVLGHUHG�WR�LPSRVH�D�KHDY\�HQYLURQPHQWDO�EXUGHQ��LQFOXGLQJ� EDVH� PHWDOV�� FKHPLFDOV�� IRRG� LQGXVWU\�� SHWUROHXP� DQG� FRDO� SURFHVVLQJ�� SRZHU�JHQHUDWLRQ��DLUSRUWV��WH[WLOHV�DQG�ZDVWH�LQFLQHUDWLRQ�IDFLOLWLHV��7KH�UHJXODWLRQ�GRHV�QRW�DSSO\�WR�DOO� FRPSDQLHV� LQ� WKHVH� VHFWRUV�� EXW� RQO\� WKRVH� ODUJHU� FRPSDQLHV� ZKLFK� DUH� FRQVLGHUHG� WR�DFFRXQW� IRU� WKH� JUHDWHU� SURSRUWLRQ� RI� SROOXWLQJ� HPLVVLRQV� RU� ZKLFK� DFFRXQW� IRU� D� PDMRU�SURSRUWLRQ�RI�WKH�HQYLURQPHQWDO�EXUGHQ�DQG��IRU�VXFK�FRPSDQLHV��RQO\�WR�HVWDEOLVKPHQWV �L�H��RSHUDWLQJ�VLWHV��ZKLFK�DUH�FRQVLGHUHG� WR�KDYH�VHULRXV�DGYHUVH�HQYLURQPHQWDO� LPSDFWV��7KXV��WKH�UHJXODWLRQ�DSSOLHV�WR�SURGXFWLRQ�XQLWV��RSHUDWLQJ�VLWHV��RQO\�DQG�QRW�FRPSDQLHV¶�DFWLYLWLHV�DV�D�ZKROH��&RQVHTXHQWO\��ZKHWKHU�D�FRPSDQ\� LV�FDXJKW�E\�WKH�OHJLVODWLRQ�LV�GHWHUPLQHG�E\�WKH�DFWLYLWLHV�DW�VSHFLILF�LQGXVWULDO�VLWHV��QRW�RQ�WKH�EDVLV�RI�D�FRPSDQ\¶V�RYHUDOO�DFWLYLWLHV��$V�D� UHVXOW� WKH� UHJXODWLRQ� DSSOLHV� WR� DSSUR[LPDWHO\� ���� SURGXFWLRQ� VLWHV�� 7KLV� FRPSDUHV� WR�HVWLPDWHV� RI� WKH� QXPEHU� RI� SRWHQWLDOO\�FRQWDPLQDWHG� VLWHV� LQ� WKH�1HWKHUODQGV� DV�EHLQJ�RYHU����������ZLWK�WKH�FRVW�RI�UHPHGLDWLRQ�HVWLPDWHG�WR�EH�LQ�WKH�UHJLRQ�RI�����ELOOLRQ��:LQGH\HU���������,Q�DGGLWLRQ��WKH�VWDWXV�RI�HDFK�RI�WKH�����VLWHV�PD\�FKDQJH�DQG�IDOO�RXWVLGH�WKH�VFRSH�RI�WKH� UHJXODWLRQ� ZKHUH� HQYLURQPHQWDO� SHUIRUPDQFH� LV� GUDPDWLFDOO\� LPSURYHG� RU� ZKHUH� WKH�QDWXUH�DQG�VFDOH�RI�WKH�SURGXFWLRQ�SURFHVVHV�LV�VLJQLILFDQWO\�DOWHUHG��($$5��������&RPSDQLHV� FDXJKW� E\� WKH� QHZ� UHJXODWLRQ� DUH� SURPSWHG� WR� SXEOLVK� DQQXDOO\� WZR� W\SHV� RI�HQYLURQPHQW�UHSRUW��HDFK�IRU�D�VSHFLILF�DXGLHQFH���L��D�UHSRUW�WR�WKH�JRYHUQPHQWDO�DXWKRULWLHV��FRSLHV�RI�ZKLFK�DUH�DYDLODEOH�WR�LQWHUHVWHG�SDUWLHV�RQ�UHTXHVW���DQG���LL��D�UHSRUW�WR�WKH�JHQHUDO�SXEOLF��WKH�ODWWHU�WR�EH�UHOHDVHG�LQ�DFFRUGDQFH�ZLWK�FHUWDLQ�SURFHGXUHV��7KH UHSRUWV�VXEPLWWHG�WR� WKH� JRYHUQPHQWDO� DXWKRULWLHV� �µJRYHUQPHQW� UHSRUWV¶�� PXVW� PHHW� FHUWDLQ� UHTXLUHPHQWV� LQ�UHODWLRQ� WR� FRQWHQW� DQG� TXDOLW\� WR� HQDEOH� WKH� DXWKRULWLHV� WR� HQVXUH� WKDW� WKH� FRPSDQ\� KDV�FRPSOLHG� ZLWK� DOO� UHOHYDQW� OHJLVODWLRQ�� PRQLWRU� WKH� LPSOHPHQWDWLRQ� RI� WKH� 1DWLRQDO�(QYLURQPHQWDO�3ROLF\�3ODQ DQG�PHHW� LWV� LQWHUQDWLRQDO� UHSRUWLQJ�REOLJDWLRQV��$V�D� UHVXOW�� WKH�UHTXLUHPHQWV� DUH� TXLWH� GHWDLOHG� DQG� LQFOXGH� WKH� SURYLVLRQ� RI� LQIRUPDWLRQ� RQ� HPLVVLRQV� RI�TXDQWLWLHV�RI�R]RQH�GHSOHWLQJ�JDVHV��VXOSKXU�GLR[LGH��62����QLWURJHQ�R[LGH��12;��HPLVVLRQV��LQIRUPDWLRQ� RQ� VRLO� SROOXWLRQ�� VRLO� FOHDQ�XS� DQG� WKH� FRPSDQ\¶V� SROLFLHV� RQ� HQYLURQPHQWDO�FRQWURO��*RYHUQPHQW�UHSRUWV�DUH�YHULILHG�E\�WKH�*RYHUQPHQW¶V�RZQ�DXWKRULWLHV�LQ�DFFRUGDQFH�ZLWK�WKHLU�RZQ�SUDFWLFHV�DQG�SURFHGXUHV�7KH�UXOHV�JRYHUQLQJ�WKH�FRQWHQW�RI�UHSRUWV�UHOHDVHG�WR�WKH�JHQHUDO�SXEOLF��µSXEOLF�UHSRUWV¶��DUH�PXFK�OHVV�GHWDLOHG�DQG�LW�LV�ODUJHO\�OHIW�WR�WKH�PDUNHW�LQ�WHUPV�RI�ZKDW�FRPSDQLHV�WKHPVHOYHV�GHFLGH�WR�GLVFORVH��$V�D�PLQLPXP��WKH�ODZ�UHTXLUHV�WKDW�WKH�SXEOLF�UHSRUW�VKDOO�EH�IRUPXODWHG�FRQFLVHO\� DQG� LQ� D� PDQQHU� WKDW� LV� LQWHOOLJLEOH� WR� WKH� JHQHUDO� SXEOLF�� 7KH� SXEOLF� UHSRUW� LV�LQWHQGHG� WR� LQIRUP� DOO� VWDNHKROGHUV� LQFOXGLQJ� ORFDO� UHVLGHQWV�� HPSOR\HHV�� EXVLQHVV� SDUWQHUV�DQG�RUJDQL]DWLRQV�ZLWKLQ� WKH�FRPPXQLW\�� ,W�PXVW�DOVR�FRQWDLQ�DQ�RYHUDOO�GHVFULSWLRQ�IRU� WKH�UHSRUWLQJ�\HDU�RI�x WKH� QDWXUH� RI� DQG� WKH� DFWLYLWLHV� DQG� SURFHVVHV� DW� WKH� EXVLQHVV� HVWDEOLVKPHQW�� L�H��SURGXFWLRQ�XQLW��x WKH� DGYHUVH� HIIHFWV�RQ� WKH� HQYLURQPHQW� FDXVHG�E\� WKH�SURGXFWLRQ�XQLW�� LQFOXGLQJ�DVXPPDU\�RI�UHOHYDQW�TXDQWLWDWLYH�GDWD�
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x WKH� WHFKQLFDO�� RUJDQL]DWLRQDO� DQG� DGPLQLVWUDWLYH� PHDVXUHV� WDNHQ� DQG� IDFLOLWLHV�LQVWDOOHG�E\�WKH�FRPSDQ\�DW�WKH�SURGXFWLRQ�XQLW�WR�SURWHFW�WKH�HQYLURQPHQW��DQG�x PDMRU� FKDQJHV� GXULQJ� WKH� UHSRUWLQJ� \HDU� DQG� GHYHORSPHQWV WKDW� DUH� H[SHFWHG� WR�RFFXU�LQ�WKH�IROORZLQJ�UHSRUWLQJ�\HDU�$OWKRXJK� QRW� D� UHTXLUHPHQW�� WKHUH� LV� DQ� DVVXPSWLRQ� WKDW� WKH� SXEOLF� UHSRUW� ZLOO� LQFOXGH�LQIRUPDWLRQ� RQ� HQYLURQPHQWDO� PDQDJHPHQW� V\VWHPV� DQG� SROLFLHV�� SUHYDLOLQJ� ODZV� DQG�UHJXODWLRQV�DQG� WKH�VLWH¶V HQYLURQPHQWDO�SHUIRUPDQFH��+RZHYHU�� WKHUH�LV�QR�UHTXLUHPHQW�IRU�FRPSDQLHV�WR�SURYLGH�LQIRUPDWLRQ�RQ�WKH�HQYLURQPHQWDO�SHUIRUPDQFH�RI�LQGLYLGXDO�SURGXFWV��RU� RI� HQYLURQPHQWDO� LPSDFWV� XSVWUHDP� RU� GRZQVWUHDP�� L�H�� WKH� HQYLURQPHQWDO� LPSDFWV� RI�SURGXFWV�DQG�PDWHULDOV�DFTXLUHG�IURP�WKH�FRPSDQ\¶V�VXSSOLHUV�DQG�EXVLQHVV�SDUWQHUV�RU IURP�WKH�XVH�RU� UH�XVH�RI� WKH�FRPSDQ\¶V�SURGXFWV�� UHVSHFWLYHO\� 7KH�(QYLURQPHQWDO�0DQDJHPHQW�$FW� ���� LQFOXGHV� D� SURYLVLRQ� IRU� WKH� LQGHSHQGHQW� YHULILFDWLRQ� RI� SXEOLF� UHSRUWV��+RZHYHU��WKLV� SURYLVLRQ�ZDV� QRW� EURXJKW� LQWR� IRUFH� DW� WKH� WLPH� WKH� QHZ� UHJXODWLRQV�ZHUH� LQWURGXFHG��6LQFH� WKHQ�� WKH� 'XWFK� 0LQLVWHULH� YDQ� 9RONVJH]RQGKHLG�� 5XLPWHOLMNH� 2UGHQLQJ� HQ� 0LOLHX��9520�� 'XWFK�0LQLVWU\�RI�+RXVLQJ��6SDWLDO�3ODQQLQJ�DQG�(QYLURQPHQW��KDV�DQQRXQFHG�WKDW�D� SURYLVLRQ� IRU� WKH� LQGHSHQGHQW� YHULILFDWLRQ� RI� SXEOLF� UHSRUWV� LV� WR� EH� LQWURGXFHG� DW� D� ODWHU�GDWH�� DOWKRXJK� QR� RIILFLDO� LQGLFDWLRQ� KDV� EHHQ� JLYHQ� RI� ZKHQ� WKLV� PLJKW� EH�� &XUUHQWO\�� D�QXPEHU� RI� SULYDWH� VHFWRU� RUJDQL]DWLRQV� DUH� YROXQWDULO\� HQJDJHG� E\� 'XWFK� FRPSDQLHV� WR�SURYLGH� YHULILFDWLRQ� VWDWHPHQWV� LQ� UHODWLRQ� WR� FRUSRUDWH� HQYLURQPHQW� UHSRUWV�� LQFOXGLQJ�DFFRXQWDQF\�ILUPV��*XLGHOLQHV�RQ�WKH�LPSOHPHQWDWLRQ�RI�WKH�SXEOLF�UHSRUW�KDYH�EHHQ�UHOHDVHG�E\�WKH�SULYDWH�VHFWRU�XQGHU�D�FR�RSHUDWLRQ�EHWZHHQ�WKH�'XWFK�HPSOR\HUV¶�RUJDQL]DWLRQ��912�1&:�� DQG� 6WLFKWLQJ� 1DWXXU� 0LOLHX� �)RXQGDWLRQ� IRU� 1DWXUH� DQG� WKH� (QYLURQPHQW���'ULHsQKXL]HQ������E��HVWLPDWHV�WKDW�WKH�QXPEHU�RI�'XWFK�FRUSRUDWH�HQYLURQPHQW�UHSRUWV�IRU�������WKH�\HDU�IRU�ZKLFK�WKH�QHZ�HQYLURQPHQWDO�UHSRUWLQJ�UHTXLUHPHQWV�ILUVW�FDPH�LQWR�HIIHFW��ZDV� DURXQG� ���� RI� ZKLFK� ����ZHUH� OHJDOO\� UHTXLUHG� DQG� WKH� UHVW� YROXQWDU\��2I� WKHVH� �����DSSUR[LPDWHO\����SHU�FHQW�LQFOXGH�D�YHULILFDWLRQ�VWDWHPHQW�E\�LQGHSHQGHQW�H[SHUWV�,Q�UHODWLRQ�WR�WKH�VWDWXWRU\�DQQXDO�UHSRUW�DQG DFFRXQWV��WKH�'XWFK�DQQXDO�UHSRUWLQJ�JXLGHOLQHV�ZHUH�UHYLVHG�LQ������E\�WKH�LQVHUWLRQ�RI�VHFWLRQV�������������ZKLFK�UHFRPPHQG��L�H��DV�EHVW�SUDFWLFH�� WKDW� WKH�GLUHFWRUV¶�UHSRUW�RI� WKH�DQQXDO�DFFRXQWV�RI�DOO�OLPLWHG�FRPSDQLHV�LQFOXGH�D�UHYLHZ�RI�HQYLURQPHQWDO��VRFLDO�DQG�HWKLFDO�PDWWHUVI��7KH�JXLGHOLQHV�UHFRPPHQG�WKH�LQFOXVLRQ�RI�WKH�IROORZLQJ�LQIRUPDWLRQ�LQ�WKH�GLUHFWRUV¶�UHSRUW�x JHQHUDO� DVSHFWV�� LQFOXGLQJ�PDMRU� FKDOOHQJHV� IRU� WKH� FRPSDQ\�ZKLFK� GHWHUPLQH� LWV�VWUDWHJ\�� WKH� LQIOXHQFH� RI� VWDNHKROGHUV�� WKH� LQWHUUHODWLRQ� EHWZHHQ� HFRQRPLF��HQYLURQPHQWDO�DQG�VRFLDO�DVSHFWV�DV�ZHOO�DV�VRFLDO�DVSHFWV�FRQFHUQLQJ�WKH�FRPSDQ\¶V�SURGXFWV�DQG�VHUYLFHV�x HQYLURQPHQWDO�DVSHFWV��LQFOXGLQJ�HQYLURQPHQWDO�SROOXWLRQ�FRQWUROV��XVH�RI�UHVRXUFHV�DQG�HIIRUWV�LQ�WKH�SURGXFWLRQ�FKDLQ�x VRFLDO� DVSHFWV�� LQFOXGLQJ� ODERXU� LVVXHV�� KHDOWK� DQG� VDIHW\�� HGXFDWLRQ� DQG� WUDLQLQJ��GLYHUVLW\� DQG� GHYHORSPHQW� RSSRUWXQLWLHV�� KXPDQ� ULJKWV� LVVXHV� �H�J�� ULJKWV� RI�HPSOR\HHV�� FRUSRUDWH� SROLF\� LQ� UHODWLRQ� WR� FKLOG� ODERXU�� IRUFHG� ODERXU� DQG� QRQ�GLVFULPLQDWLRQ��� LQWHJULW\� �L�H�� SROLF\� LQ� UHODWLRQ� WR� FRUUXSWLRQ�� DQG� DVSHFWV� RI�VRFLDO�FRPPXQLW\�LQYROYHPHQW�x HFRQRPLF� DVSHFWV�� ILQDQFLDO� FRQWULEXWLRQV� WR� VRFLHW\� DW� ODUJH� �H�J�� WD[HV�� DQG�ILQDQFLDO� FRQWULEXWLRQV� WR� VWDNHKROGHUV� �H�J�� FXVWRPHUV�� VXSSOLHUV�� HPSOR\HHV��VKDUHKROGHUV��PRQH\�OHQGHUV�DQG�JRYHUQPHQW��)RU�HDFK�RI�WKHVH�DVSHFWV��WKH�JXLGHOLQHV�UHFRPPHQG�WKDW�FRPSDQLHV�SD\�VSHFLILF�DWWHQWLRQ�WR�D� QXPEHU� RI� LVVXHV�� LQFOXGLQJ�� GLDORJXH� ZLWK� VWDNHKROGHUV� �H�J�� FRUSRUDWH� SROLF\�� PDMRU�FRQVLGHUDWLRQV�LQ�WKLV�DUHD��FRGHV�RI�FRQGXFW���PDQDJHPHQW�RI�VWDNHKROGHU�UHODWLRQV��H�J��WDVNV�
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DQG� UHVSRQVLELOLWLHV�� JRYHUQDQFH� VWUXFWXUH� DQG�PDQDJHPHQW� LQIRUPDWLRQ� V\VWHPV��� IHHGEDFN�RQ� SHUIRUPDQFH� DQG� UHVXOWV� �H�J�� UHSRUWLQJ� RQ� PHDVXUHV� LPSOHPHQWHG� DQG� SHUIRUPDQFH�DFKLHYHG� LQFOXGLQJ�FRPSDULVRQ�ZLWK�SROLF\� DQG�H[SHFWDWLRQV��� DQG�� IXWXUH�GHYHORSPHQWV��,Q�DGGLWLRQ�� IRU� FRPSDQLHV� SXEOLVKLQJ� VHSDUDWH� µVXVWDLQDELOLW\¶� DQG�RU� FRUSRUDWH� VRFLDO�UHVSRQVLELOLW\�UHSRUWV��WKH�'XWFK�DFFRXQWDQF\�SURIHVVLRQ�SXEOLVKHG�VHSDUDWH�JXLGDQFH�QRWHV�DW�WKH� HQG� RI� �����ZKLFK� SURYLGH� FRPSDQLHV�ZLWK�JXLGDQFH�RQ� UHSRUWLQJ�RQ� HFRQRPLF�� VRFLDO�DQG�HQYLURQPHQWDO�LVVXHV�1RUZD\� $OWKRXJK�QRW�D�0HPEHU�6WDWH�RI�WKH�(8��1RUZD\�ZDV�WKH�ILUVW�(XURSHDQ�FRXQWU\�WR�HVWDEOLVK� UHSRUWLQJ� UHTXLUHPHQWV� WKURXJK� WKH� (QWHUSULVH� $FW�� ���� ZKLFK� LQWURGXFHG� DQ�DPHQGPHQW�WR�WKH�$QQXDO�$FFRXQWV�$FW��7KLV�DPHQGPHQW�UHTXLUHV�WKH�GLUHFWRUV¶�UHSRUW�LQ�WKH�VWDWXWRU\�DQQXDO�UHSRUW� WR� LQFOXGH�LQIRUPDWLRQ�RQ�HPLVVLRQ�OHYHOV��FRQWDPLQDWLRQ�DQG�GHWDLOV�RI�PHDVXUHV�SODQQHG�DQG�SHUIRUPHG� IRU�FOHDQLQJ�XS� WKH�HQYLURQPHQW��+RZHYHU�� UDWKHU� WKDQ�OHDG� WR� WKH� GLVFORVXUH� RI� GHWDLOHG� TXDQWLWDWLYH� LQIRUPDWLRQ�� LQ� SUDFWLFH� WKH� DPHQGPHQW�ZDV�JHQHUDOO\� LQWHUSUHWHG� DV� UHTXLULQJ� D� VLPSOH�� EULHI� VWDWHPHQW� FRQILUPLQJ� WKDW� DOO� UHOHYDQW�OHJLVODWLRQ�KDV�EHHQ�FRPSOLHG�ZLWK �5REHUWV��&��������� $�IXUWKHU�DPHQGPHQW�ZDV�LQWURGXFHG�WR� WKH� $QQXDO� $FFRXQWV� $FW LQ� ������ ZLWK� D� VXEVHTXHQW� DPHQGPHQW� LQ� ������ FRPSHOOLQJ�FRPSDQLHV�WKDW�UHTXLUH�SHUPLWV�LQ�DFFRUGDQFH�ZLWK�WKH�(QYLURQPHQWDO�3URWHFWLRQ�$FW WR�UHSRUW�RQ�WKHVH�SHUPLWV��LQFOXGLQJ�ZKHWKHU�WKH\�QHHG�WR�EH�UHQHZHG�RU�LI�HPLVVLRQ�OLPLWV�KDYH�EHHQ�H[FHHGHG�� LQ� WKH�GLUHFWRUV¶�UHSRUW�RI� WKH�DQQXDO�UHSRUW�DQG�DFFRXQWV��7KHVH�UHJXODWLRQV�ZHUH�WLJKWHQHG� LQ� ����� XQGHU� WKH�5HJQNDSVORYHQ� ���� �$FFRXQWLQJ�$FW�� ������ZKLFK� FDPH� LQWR�IRUFH� RQ� �� -DQXDU\� ������ DQG� ZKLFK� SURYLGHV� VWULFWHU� UXOHV� UHJDUGLQJ� HQYLURQPHQWDO�GLVFORVXUH� LQ� WKH� WR� WKH� GLUHFWRUV¶� UHSRUW� RI� WKH� VWDWXWRU\� DQQXDO� UHSRUW��7KHVH� UHTXLUHPHQWV�DSSO\� WR� DOO� FRPSDQLHV� LUUHVSHFWLYH�RI� VL]H��7KH�$FFRXQWLQJ�$FW�� ���� UHTXLUHV� D�PLQLPXP�OHYHO�RI�GLVFORVXUH�IRU�D�OLVW�RI�VSHFLILHG�LWHPV�LQ�UHODWLRQ�WR��L��µWKH�ZRUNLQJ�HQYLURQPHQW¶�DQG��LL��µWKH�H[WHUQDO�HQYLURQPHQW¶��,WHPV�RI�GLVFORVXUH�UHTXLUHG�XQGHU�LWHP��L��LQFOXGH�D�JHQHUDO�RYHUYLHZ�RI�PHDVXUHV�KDYLQJ�D�VLJQLILFDQW�LPSDFW�RQ�WKH�ZRUNLQJ�HQYLURQPHQW��WRJHWKHU�ZLWK�VSHFLILF�GHWDLOV�LQ�UHODWLRQ�WR��LQWHU�DOLD��WKH�UDWH�RI�DEVHQWHHLVP�GXH�WR�VLFNQHVV�DQG�GDPDJHV��WKH�ODWWHU�EHLQJ�GLVWLQJXLVKHG�EHWZHHQ�DFFLGHQWV��LQMXULHV�WR�SHUVRQV�DQG�GDPDJHV�WR�PDWHULDOV��,Q� UHODWLRQ� WR� LWHP� �LL��� WKH�$FW� UHTXLUHV� H[WHQVLYH� LQIRUPDWLRQ� RQ� µLQSXWV¶� DQG� µSURGXFWV¶�ZKLFK� FDQ� KDYH� D� VLJQLILFDQW� LPSDFW� RQ� WKH� HQYLURQPHQW�� WRJHWKHU� ZLWK� GHWDLOV� RQ� WKHVH�LPSDFWV�DQG�PHDVXUHV�WDNHQ�RU�SODQQHG�WR�SUHYHQW�RU�UHGXFH�QHJDWLYH�HQYLURQPHQWDO�LPSDFWV��,WHPV� RI� GLVFORVXUH� XQGHU� µLQSXWV¶� LQFOXGH� HQHUJ\� DQG� UDZ�PDWHULDOV� FRQVXPHG�� SROOXWDQWV��LQFOXGLQJ� QRLVH� DQG� HQYLURQPHQWDO� LPSDFW� GXH� WR� WUDQVSRUW��'LVFORVXUH� LWHPV� LQ� UHODWLRQ� WR�µSURGXFWV¶�LQFOXGH�WKH�W\SH�DQG�TXDQWLW\�RI�GDQJHURXV�FKHPLFDOV�DQG�ZDVWH�OHIW�DIWHU�GLVSRVDO�RI�SURGXFWV��DQG�WKH�LPSDFW�RQ�WKH�HQYLURQPHQW�UHVXOWLQJ�IURP�SURGXFW�XVH��1RUZD\�KDV�QR�PDQGDWRU\�UHTXLUHPHQWV�IRU�VHSDUDWH�FRUSRUDWH�HQYLURQPHQW�UHSRUWV�DOWKRXJK�WKHUH� LV� D� YROXQWDU\� JXLGHOLQH� IRU� HQYLURQPHQWDO� UHSRUWLQJ��16� ����� 0LOM¡UDSSRUWHULQJ� ±5HWQLQJVOLQMHU �16������(QYLURQPHQWDO�5HSRUWLQJ�± *XLGHOLQHV�� LQLWLDWHG�DQG�GHYHORSHG�E\�WKH� 1RUZHJLDQ� 6WDQGDUGV� $VVRFLDWLRQ� �16)�� ������� 7KH� VWDQGDUG�� ZKLFK� DSSOLHV� WR�YLUNVRPKHW �RSHUDWLRQV�� HQWHUSULVHV�� EXVLQHVV�� HWF��� DQG� FRYHUV� DOO� W\SHV� RI� RUJDQL]DWLRQ�LQFOXGLQJ�VLWHV�DV�ZHOO�DV�FRPSDQLHV��LUUHVSHFWLYH�RI�VL]H�DQG�DFWLYLW\��SURYLGHV�LQVWUXFWLRQV�RQ�KRZ� WR� SURGXFH� SHULRGLF� HQYLURQPHQW� UHSRUWV�� 7KH� ODWWHU� LQFOXGHV� D� GHVFULSWLRQ� RI� WKH�RUJDQL]DWLRQ¶V� RSHUDWLRQV�� SURFHVVHV� DQG� HQYLURQPHQWDO� SHUIRUPDQFH� DQG� FRYHUV�HQYLURQPHQWDO� LVVXHV�VXFK�DV�HPLVVLRQV��ZDVWH�DQG�QRLVH�� ,QGHSHQGHQW�DXGLW�RI�VXFK�UHSRUWV�XQGHU� 16� ����� LV� RSWLRQDO� EXW� WKH� VWDQGDUG� UHTXLUHV� WKDW� YHULILFDWLRQ�DWWHVWDWLRQ� UHVXOWV� EH�SUHVHQWHG�RU�D�VWDWHPHQW�EH�SURYLGHG�WKDW�QR�YHULILFDWLRQ�KDV�EHHQ�SHUIRUPHG��16������GRHV�QRW� DSSHDU� WR� EH� LQ� WKH� QDWXUH� RI� D� WRWDO� TXDOLW\�PDQDJHPHQW� �740�� VWDQGDUG� IRU� LQWHUQDO�SXUSRVHV��VXFK�DV�WKH�,QWHUQDWLRQDO�6WDQGDUGV�2UJDQL]DWLRQ¶V�,62��������EXW�LV�GLUHFWHG�PRUH�WRZDUGV�DVVLVWLQJ�1RUZHJLDQ�FRPSDQLHV� LQ� UHSRUWLQJ� WR� WKH�JHQHUDO�SXEOLF� LQ� WKH�FRQWH[W�RI�
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VXVWDLQDEOH�GHYHORSPHQW��7KHUH�LV�DOVR�D�UHFRPPHQGDWLRQ�XQGHU�WKH�$FFRXQWLQJ�$FW����� WKDW�DGGLWLRQDO� GHWDLOV� EH� SURYLGHG� LQ� DQ� HQYLURQPHQW� UHSRUW� LI� VXFK� D� UHSRUW� LV� UHOHYDQW� KDYLQJ�UHJDUG�WR�WKH�QDWXUH�RI�WKH�FRPSDQ\¶V�RSHUDWLRQV�6SDLQ� ,Q�6SDLQ��FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ�YLD�VWDQG�DORQH�HQYLURQPHQW�UHSRUWV�LV�DQ�HQWLUHO\�YROXQWDU\�SUDFWLFH��6LPLODUO\��IRU�FRPSDQLHV�TXRWHG�RQ�WKH�6SDQLVK�VWRFN�PDUNHW��WKH�6SDQLVK�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��&RPLVLyQ�1DFLRQDO�GHO�0HUFDGR�GH�9DORUHV��GRHV�QRW� UHTXLUH� DQ\�HQYLURQPHQWDO�GLVFORVXUH� �0RQHYD�DQG�/OHQD���������+RZHYHU�� UHFHQW�FKDQJHV�WR�6SDQLVK�FRPSDQ\�ODZ�UHTXLUH�VSHFLILF�UHSRUWLQJ�LQ�WKH�DQQXDO�UHSRUW�DQG�DFFRXQWV�RQ�HQYLURQPHQWDO�PDWWHUV��7KH�3ODQ�*HQHUDO�GH�&RQWDELOLGDG �3*&���ZKLFK�SURYLGHV�JHQHUDO�DFFRXQWLQJ� UXOHV�XQGHU�6SDQLVK� ODZ��ZDV�DPHQGHG�ZLWK�HIIHFW� IURP������ WR� UHTXLUH�FHUWDLQ�HQYLURQPHQWDO�GLVFORVXUHV� LQ� WKH�QRWHV� WR� WKH� ILQDQFLDO� VWDWHPHQWV�RI�DOO�6SDQLVK�FRPSDQLHV��/DUULQDJD�� ������ /DUULQDJD� HW� DO��� ������ :RRGZDUG� HW� DO��� ������� 7KLV� UHTXLUHPHQW� ZDV�LQWURGXFHG�XQGHU�5R\DO�'HFUHH����������ZKLFK�SURYLGHG�D�FDWFK�DOO�DSSOLFDWLRQ�RI�GLVFORVXUH�UHTXLUHPHQWV� FRQWDLQHG� LQ� DQ� DGDSWHG� 3*& �L�H�� PRGLILHG� WR� UHIOHFW� WKH� LQGLYLGXDO�FKDUDFWHULVWLFV�RI D�SDUWLFXODU�LQGXVWU\��LVVXHG�IRU�WKH�VSHFLILF�IHDWXUHV�RI�WKH�HOHFWULFLW\�XWLOLW\�LQGXVWU\��$V�D�UHVXOW�RI�WKH�5R\DO�'HFUHH��XQGHU�ZKDW�LV�NQRZQ�DV�(QYLURQPHQWDO�'LVFORVXUH�6WDQGDUG� �������� ZLWK� HIIHFW� IURP� ����� DOO� 6SDQLVK� FRPSDQLHV� KDG� WR� GLVFORVH� GHWDLOHG�HQYLURQPHQWDO� LQIRUPDWLRQ� LQ� WKH� QRWHV� WR� WKH� VWDWXWRU\� DQQXDO� DFFRXQWV� �IRU� GHWDLOV�� VHH�/DUULQDJD�HW�DO����������+RZHYHU��ZLWK�HIIHFW�IURP���$SULO�������D�QHZ�6SDQLVK�DFFRXQWLQJ�VWDQGDUG��5HVROXFLyQ�GH����GH�PDU]R�GH�������%��2��(��QR�����GH������������ZDV�DGRSWHG�RQ�WKH� µ5HFRJQLWLRQ�� $VVHVVPHQW� DQG� 5HSRUWLQJ� RI� (QYLURQPHQWDO� $VSHFWV� LQ� WKH� $QQXDO�$FFRXQWV¶�RI�6SDQLVK�FRPSDQLHV��7KLV�QHZ�VWDQGDUG�LV�RI�JHQHUDO�DSSOLFDWLRQ�DQG�HIIHFWLYHO\�UHOHJDWHV� 5R\DO� 'HFUHH� ��������� WR� WKH� VWDWXV� RI� D� VSHFLILF� VWDQGDUG� IRU� WKH� HOHFWULFLW\�LQGXVWU\��7KH�QHZ�VWDQGDUG�UHSUHVHQWV�DQ�DWWHPSW�WR�EULQJ�6SDLQ�PRUH�LQWR�OLQH�ZLWK�FXUUHQW�(8� WKLQNLQJ� DV� VHW� RXW� LQ� WKH� (XURSHDQ� &RPPLVVLRQ¶V� ����� *UHHQ� 3DSHU�3URPRWLQJ� D�(XURSHDQ�)UDPHZRUN�IRU�&RUSRUDWH�6RFLDO�5HVSRQVLELOLW\� 7KH�VWDQGDUG�SURYLGHV�D�GHILQLWLRQ�LQ�UHODWLRQ�WR�D�FRPSDQ\¶V�µHQYLURQPHQWDO�UHVSRQVLELOLWLHV¶�DV�ZHOO�DV�GHILQLQJ�ZKDW�LV�PHDQW�E\�µHQYLURQPHQWDO�DFWLYLW\¶�DQG�FRYHUV�WKH�IROORZLQJ�DUHDV�RI�DFFRXQWLQJ�x HQYLURQPHQWDO� H[SHQVHV�� HQYLURQPHQWDO� DVVHWV�� HQYLURQPHQWDO� OLDELOLWLHV� DQG�FRQWLQJHQW�OLDELOLWLHV�x FRPSHQVDWLRQ�GXH�IURP�WKLUG�SDUWLHV�x ORQJ�WHUP�REOLJDWLRQV�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�UHPHGLDWLRQ��DQGx RWKHU�LQIRUPDWLRQ�WR�EH�SURYLGHG�LQ�WKH�QRWHV�WR�WKH�DFFRXQWV�6ZHGHQ� 6ZHGHQ�� OLNH� 'HQPDUN�� KDV� UHJXODWLRQV� JRYHUQLQJ� ERWK� WKH� DQQXDO� DFFRXQWV� DQG�VWDQG�DORQH� HQYLURQPHQW� UHSRUWV�� $OWKRXJK� WKHUH� DUH� QR� ODZV� UHTXLULQJ� VWDQG�DORQH�HQYLURQPHQW� UHSRUWV� DW� D� FRUSRUDWH� OHYHO�� XQGHU� DQ� DPHQGPHQW� LQWURGXFHG� LQ� ����� WR� WKH�6ZHGLVK�(QYLURQPHQWDO�3URWHFWLRQ�$FW� ������ DOO� RSHUDWLRQV� �L�H�� SURGXFWLRQ� VLWHV�� IDFWRULHV��HWF��� WKDW� UHTXLUH� VSHFLDO� SHUPLWV� EHFDXVH� RI� HQYLURQPHQWDO� KD]DUGV�PXVW� VXEPLW� DQ� DQQXDO�HQYLURQPHQW� UHSRUW� WR� WKH� DXWKRULWLHV� �XVXDOO\� WKH� PXQLFLSDO� RU� FRXQW\� HQYLURQPHQWDO�SURWHFWLRQ� RIILFH��� 7KHVH� UHSRUWV� DUH� VLWH�EDVHG� DQG� PXVW� SURYLGH� GHWDLOV�� LQWHU� DOLD�� RI�HPLVVLRQV� WR� WKH� HQYLURQPHQW� DQG� RI� HQYLURQPHQWDO� DFWLYLWLHV� XQGHUWDNHQ� GXULQJ� WKH� \HDU��/MXQJGDKO�� ������� +RZHYHU�� DOWKRXJK� RIILFLDOO\� DYDLODEOH� WR� WKH� SXEOLF� RQ� UHTXHVW�� WKHVH�UHSRUWV�DUH�GLIILFXOW� WR�DFFHVV�GXH�WR�WKHLU�YROXPLQRXV�QDWXUH�DQG�WKH�KLJK�OHYHO�RI�WHFKQLFDO�NQRZOHGJH� WKDW� LV� UHTXLUHG� WR�XQGHUVWDQG� WKHP��$V�VXFK�� WKH�SULPDU\� WDUJHW�JURXS�IRU� WKHVH�UHSRUWV� LV� WKH� WHFKQLFDO� H[SHUWV� DW� WKH� ORFDO� HQYLURQPHQWDO� DXWKRULW\� ZKR� PRQLWRU� WKH�SURGXFWLRQ�VLWHV¶�FRPSOLDQFH�ZLWK�WKH�ODZ�DQG�ZLWK�WKH�SHUPLWV�WKDW�KDYH�EHHQ�JUDQWHG� 7KH�W\SHV�RI�RSHUDWLRQV�UHTXLULQJ�VSHFLDO�SHUPLWV�DUH� OLVWHG�LQ�DQ�DSSHQGL[�WR�WKH�(QYLURQPHQWDO�3URWHFWLRQ� $FW� �DV� DPHQGHG��� ,Q� SUDFWLFH�� WKLV� LQFOXGHV� PDLQO\� ODUJH� SURGXFWLRQ� XQLWV� LQ�
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HQYLURQPHQWDOO\� VHQVLWLYH� LQGXVWULHV� VXFK� DV�PLQLQJ� DQG�PHWDOOXUJ\�� FHUWDLQ�PDQXIDFWXULQJ�SURFHVVHV��QRWDEO\�FKHPLFDOV�DQG�SDSHU�DQG�SXOS�LQGXVWULHV�,Q� UHODWLRQ� WR� WKH�DQQXDO� UHSRUW�DQG�DFFRXQWV��DQ�$FFRXQWLQJ�&RPPLWWHH�ZDV�HVWDEOLVKHG�E\�WKH� 6ZHGLVK� JRYHUQPHQW� LQ� WKH� HDUO\� ����V� WR� FRQVLGHU� YDULRXV� FKDQJHV� WR� 6ZHGLVK�DFFRXQWLQJ�OHJLVODWLRQ�LQFOXGLQJ�HQYLURQPHQWDO�UHSRUWLQJ�LVVXHV��/MXQJGDKO���������,Q�LWV�ILQDO�UHSRUW��SXEOLVKHG�LQ�1RYHPEHU�������WKH�&RPPLWWHH�UHFRPPHQGHG��LQWHU�DOLD��DQ�DPHQGPHQW�WR� WKH�6ZHGLVK�$FFRXQWLQJ�$FW� UHTXLULQJ� WKH�FRPSDQ\¶V�GLUHFWRUV� WR� LQFOXGH� LQIRUPDWLRQ�LQ�WKH�GLUHFWRUV¶�UHSRUW�LQ�UHODWLRQ�WR�WKH�HIIHFWV�RQ�WKH�HQYLURQPHQW�RI�WKH�FRPSDQ\¶V�EXVLQHVV�DFWLYLWLHV��$FFRUGLQJ� WR�/MXQJGDKO� �������� WKHVH�SURSRVHG� FKDQJHV ZHUH�PRGHVW� DQG�EURDG��UHIOHFWLQJ� WKH� $FFRXQWLQJ� &RPPLWWHH¶V� GHFLVLRQ�XVHIXOQHVV� DSSURDFK� WR� DFFRXQWLQJ�LQIRUPDWLRQ�XQGHU�ZKLFK� LQIRUPDWLRQ�� LQFOXGLQJ�HQYLURQPHQWDO� LQIRUPDWLRQ�� LQFOXGHG� LQ� WKH�DQQXDO�UHSRUW�VKRXOG�EH�UHOHYDQW�WR�WKH�QHHGV�RI�LQYHVWRUV�DQG�FUHGLWRUV�LQ�PDNLQJ�HFRQRPLF�GHFLVLRQV�� &RQVHTXHQWO\�� WKH� &RPPLWWHH� DYRLGHG� DQ\� FRQVLGHUDWLRQ� RI� WKH� UHTXLUHPHQW� WR�GLVFORVH� HQYLURQPHQWDO� LQIRUPDWLRQ� WKDW� PLJKW� EH� XVHIXO� WR� RWKHU� VWDNHKROGHUV� IURP� DQ�DFFRXQWDELOLW\� RU� GHFLVLRQ�XVHIXOQHVV� SHUVSHFWLYH�� 7KH�&RPPLWWHH¶V� UHFRPPHQGDWLRQV�ZHUH�LQWURGXFHG� LQWR� ODZ� LQ� ����� DV� DQ� DPHQGPHQW� WR� WKH� $QQXDO� $FFRXQWV� $FW� ������$UVUHGRYLVQLQJVODJHQ���UHYLVHG�WR�FRPSO\�ZLWK�WKH�(8�$FFRXQWLQJ�'LUHFWLYHV���LQ�WKH�IRUP�RI� D� SURSRVDO� IURP� WKH� *RYHUQPHQW� WR� WKH� 6ZHGLVK� 3DUOLDPHQW� �1R�� ������������� HQWLWOHG�0LOMRUHGRYLVQLQJ RFK PLOMRLQIRUPDWLRQ L�QDULQJVOLYHW �URXJKO\� WUDQVODWHG�DV�³(QYLURQPHQWDO�UHSRUWLQJ� DQG� LQIRUPDWLRQ� LQ� WKH� EXVLQHVV� VHFWRU´�� DQG�DSSO\LQJ� WR� DOO� DQQXDO� UHSRUWV� ZLWK�HIIHFW� IURP� ������ 7KH� DPHQGPHQW� WR� WKH� ����� $FW� UHTXLUHV� FRPSDQLHV� WR� SURYLGH� FHUWDLQ�DGGLWLRQDO� LQIRUPDWLRQ� LQ� WKH� GLUHFWRUV¶� UHSRUW� RI� WKH� VWDWXWRU\� DQQXDO� UHSRUW� RQ� WKH�HQYLURQPHQWDO� LPSDFW� RI� D� FRPSDQ\¶V� EXVLQHVV� RSHUDWLRQV�� +RZHYHU�� LQ� GHIHUHQFH� WR� WKH�$FFRXQWLQJ�&RPPLWWHH¶V�UHFRPPHQGDWLRQV� WKH�DPHQGPHQW�LV�UHVWULFWHG�WR�FRPSDQLHV�ZKRVH�EXVLQHVV�DFWLYLWLHV�DUH�FRQVLGHUHG�DV�SRVLQJ�PDMRU�WKUHDWV�WR�WKH�HQYLURQPHQW�DV�VHW�RXW�LQ�WKH�(QYLURQPHQWDO�3URWHFWLRQ�$FW��&RPSDQLHV�WKDW�UHTXLUH�VSHFLDO�SHUPLWV�LQ�DFFRUGDQFH�ZLWK�WKLV$FW� DUH� DOUHDG\� UHTXLUHG� WR� VXEPLW� DQ� DQQXDO� HQYLURQPHQW� UHSRUW� WR� WKH� UHOHYDQW�DXWKRULWLHV��VHH�DERYH���7KH�DGGLWLRQDO�GLVFORVXUH� UHTXLUHPHQWV� LQFOXGH�ZKHWKHU� WKH�SHUPLWV�QHHG� WR�EH�UHQHZHG� RU� LI� HPLVVLRQ� OLPLWV� KDYH� EHHQ� H[FHHGHG�� WRJHWKHU� ZLWK� D� GHVFULSWLRQ� RI� WKH�HQYLURQPHQWDO� LPSDFWV� DQG� DQ� LQGLFDWLRQ� RI� WKH� FRPSDQ\¶V� GHSHQGHQFH� RQ� WKH�HQYLURQPHQWDOO\� LPSDFWLQJ�UHJXODWHG� EXVLQHVV�� SUHIHUDEO\� DV� D� TXDQWLWDWLYH� PHDVXUH�� 7KHVH�UHTXLUHPHQWV� DSSO\� WR� DSSUR[LPDWHO\� ������� VLWHV�� DOWKRXJK� LW� LV� XQFOHDU� KRZ�PDQ\� DFWXDO�FRPSDQLHV DUH�LQYROYHG�DV�D�FRPSDQ\�FDQ�RZQ�PRUH�WKDQ�RQH�VLWH��+RZHYHU��WKH\�DSSO\�RQO\�WR�HQYLURQPHQWDO�LPSDFWV�UHVXOWLQJ�IURP�WKH�FRPSDQ\¶V�PDQXIDFWXULQJ�SURFHVVHV�DQG�GR�QRW�H[WHQW� WR� HQYLURQPHQWDO� LPSDFWV� UHVXOWLQJ� HLWKHU� IURP� WKH� XVH� RU� UH�XVH� RI� D� FRPSDQ\¶V�SURGXFWV��L�H��µGRZQVWUHDP¶�HQYLURQPHQWDO�LPSDFWV��RU�WKH�HQYLURQPHQWDO�LPSDFWV�RI�SURGXFWV�DQG�PDWHULDOV� DFTXLUHG� IURP� WKH� FRPSDQ\¶V� VXSSOLHUV� DQG�EXVLQHVV�SDUWQHUV� �L�H�� µXSVWUHDP¶�HQYLURQPHQWDO� LPSDFWV�� �/MXQJGDKO�� ������� 7KLV� UHVWULFWLRQ� LV� LQ� GHIHUHQFH� WR� WKH�(QYLURQPHQWDO�3URWHFWLRQ�$FW������� �DV�DPHQGHG��ZKLFK� LV�QDWLRQDOO\�EDVHG�DQG�VRPHZKDW�RXWGDWHG� LQ� LWV� LQWHUSUHWDWLRQ� RI� HQYLURQPHQWDO� LPSDFWV� �IRU� H[DPSOH�� LQ� LJQRULQJ� SURGXFW�LPSDFWV���7KH�UHSRUWLQJ�UHTXLUHPHQWV�DSSO\�WR�RSHUDWLRQV�LQ�6ZHGHQ�FDUULHG�RXW�E\�6ZHGLVK�FRPSDQLHV��+RZHYHU�� WKH\� DOVR� DSSO\� WR� IRUHLJQ� FRPSDQLHV� RSHUDWLQJ� LQ�6ZHGHQ� WKURXJK�D�6ZHGLVK�VXEVLGLDU\�DW�RQH�RI�WKH��������VLWHV�ZKHUH�WKH�FRPSDQ\�LV��L��UHTXLUHG�WR�FRPSLOH�DQ�DQQXDO�UHSRUW��WKLV�DSSOLHV�WR�DOO�MRLQW�VWRFN�FRPSDQLHV�UHJLVWHUHG�LQ�6ZHGHQ��DQG��LL��VHHNV�DQ�HQYLURQPHQWDO�SHUPLW��RU�LV�UHTXLUHG�WR�QRWLI\�WKH�DXWKRULWLHV�DERXW�FKDQJHV�LQ�WKH�RSHUDWLRQV��H�J��LQFUHDVHG�SURGXFWLRQ�YROXPH��IRU�WKH�VLWH�8.� 7KHUH�DUH�QR�UHTXLUHPHQWV�IRU�8.�FRPSDQLHV�WR�SXEOLVK�VHSDUDWH�HQYLURQPHQWDO�UHSRUWV��+RZHYHU�� WKHUH� DUH� WZR� SDUWLFXODU� SLHFHV� RI� 8.� OHJLVODWLRQ� ZKLFK� ZLOO� LPSDFW� RQ� ZKDW�EXVLQHVVHV�� SDUWLFXODUO\�� ODUJH� EXVLQHVVHV�� FKRRVH� WR� UHSRUW� RQ� LQ� UHODWLRQ� WR� HQYLURQPHQWDO�



$SSHQGL[��

���

LVVXHV� LQ� WKH� VWDWXWRU\� DQQXDO� UHSRUW�� QDPHO\��7KH�&RPELQHG�&RGH DQG�7KH�&RPSDQ\� /DZ�5HYLHZ��7KH�&RPELQHG�&RGH� IRUPV�SDUW� RI� WKH�8.¶V�)LQDQFLDO�6HUYLFHV�$XWKRULW\¶V� �)6$��OLVWLQJ� UHTXLUHPHQWV� IRU�FRPSDQLHV�ZKRVH� VKDUHV�DUH� WUDGHG�RQ� WKH� VWRFN�PDUNHW��8QGHU� WKH�FRPELQHG� FRGH�� OLVWHG� FRPSDQLHV� DUH� UHTXLUHG�� �L�� WR� UHSRUW� WKDW� WKH� FRPSDQ\� KDV� D� ULVN�SURJUDPPH�� LQFOXGLQJ� FRQWUROV�� LQ� SODFH�� �LL�� WR� UHYLHZ� WKHVH� FRQWUROV� DQQXDOO\�� DQG� �LLL�� WR�UHSRUW� RQ� KRZ� WKH� FRPSDQ\¶V� GLUHFWRUV� UHVSRQGHG� WR� DQ\� ZHDNQHVVHV� LGHQWLILHG��(QYLURQPHQWDO�ULVNV�IDOO�ZLWKLQ�WKH�UDQJH�RI�ULVNV�ZKLFK�FRQIURQW�D�EXVLQHVV�DQG�WKXV�WKHUH�LV�DQ� H[SHFWDWLRQ� WKDW� EXVLQHVVHV�� SDUWLFXODUO\� WKRVH� ZLWK� FRQVLGHUDEOH� GLUHFW� HQYLURQPHQWDO�LPSDFWV�� ZLOO� DGGUHVV� WKHVH� LVVXHV� LQ� WKHLU� VWDWXWRU\� DQQXDO� UHSRUW�� ,Q� -XO\� ������ XQGHU� WKH�&RPSDQ\� /DZ� 5HYLHZ�� WKH� 8.¶V� LQGHSHQGHQW� &RPSDQ\� /DZ� 5HYLHZ� 6WHHULQJ� *URXSSURGXFHG� LWV� ILQDO� UHSRUW� LQWR� WKH� ILUVW� IXQGDPHQWDO� UHYLHZ�RI�8.�FRPSDQ\� ODZ�IRU�RYHU����\HDUV� IROORZLQJ� DQ� H[WHQVLYH� SHULRG� RI� FRQVXOWDWLRQ� �VHH� '7,�� ������ ������ ������� 7KH�6WHHULQJ�*URXS¶V�UHFRPPHQGDWLRQV�DLP�WR�VLPSOLI\�DQG�PRGHUQLVH�8.�FRPSDQ\�ODZ�IRU�DOO�8.�FRPSDQLHV�DQG�ZLOO�OHDG�WR�D�QHZ�&RPSDQLHV�$FW��7KH� DUHD� RI� SURSRVHG� FKDQJH�ZKLFK�ZLOO� KDYH� D� GLUHFW� LPSDFW� RQ� FRUSRUDWH� HQYLURQPHQWDO�UHSRUWLQJ� LV� WKH� *URXS¶V� UHFRPPHQGDWLRQ� WKDW� DOO� µHFRQRPLFDOO\� VLJQLILFDQW¶� FRPSDQLHV� EH�UHTXLUHG� WR� SURGXFH� D� 6WDWXWRU\�2SHUDWLQJ� DQG� )LQDQFLDO�5HYLHZ� �2)5��ZKLFK� DGGUHVVHV� D�UDQJH� RI� QRQ�ILQDQFLDO� LVVXHV�� LQFOXGLQJ� VRFLDO� DQG� HQYLURQPHQWDO� PDWWHUV�� 7KH�UHFRPPHQGDWLRQ�VWDWHV��³«�ZKHUH�WKH�GLUHFWRUV�FRQVLGHU�WKHP�WR�EH PDWHULDO�WR�DFKLHYLQJ�WKH�REMHFWLYHV�RI�WKH�6WDWXWRU\�2SHUDWLQJ�DQG�)LQDQFLDO�5HYLHZ��WKDW�SROLFLHV�DQG�SHUIRUPDQFH�LQ�UHODWLRQ� WR� HQYLURQPHQWDO�� FRPPXQLW\�� VRFLDO�� HWKLFDO� DQG� UHSXWDWLRQDO� LVVXHV�� LQFOXGLQJ�FRPSOLDQFH�ZLWK�UHOHYDQW�ODZV�DQG�UHJXODWLRQV��EH�GLVFORVHG�LQ�DFFRUGDQFH�ZLWK�GHWDLOV�WR�EH�GHYHORSHG�E\�WKH�8.¶V�$FFRXQWLQJ�6WDQGDUGV�%RDUG��$6%�´��IRU�D�UHYLHZ��VHH��IRU�H[DPSOH��.30*������D��E���7KH�FRQWHQW�RI�WKH�2)5�LV�SURSRVHG�WR�EH�GHWHUPLQHG�RQ�WKH�EDVLV�RI�ZKDW�LV�PDWHULDO� WR� WKH� FRPSDQ\��QRW ZKDW� LV�PDWHULDO� WR� VRFLHW\��7KH� ODWWHU� UHFRPPHQGDWLRQ�KDV�JHQHUDWHG� FRQVLGHUDEOH� FRQIXVLRQ� VLQFH� LW� DSSHDUV� WKDW� FRPSDQLHV� ZKLFK� KDYH� VLJQLILFDQW�QHJDWLYH� HQYLURQPHQWDO� LPSDFWV� EXW� ZKLFK� KDYH� QR� HQYLURQPHQWDO� SROLFLHV� ZRXOG� QRW� EH�UHTXLUHG� WR� UHSRUW� RQ� WKHLU� HQYLURQPHQWDO� LPSDFWV� LQ� WKH�2)5� �.HOO\�� �������7KHVH�PDWWHUV�PD\� EHFRPH� FOHDU� GXULQJ� WKH� OHJLVODWLYH� SURFHVV�� WKH� 8.� JRYHUQPHQW� KDYLQJ� SOHGJHG� WR�LQWURGXFH�WKH�&RPSDQLHV�$FW�OHJLVODWLRQ�DV�VRRQ�DV�SUDFWLFDEOH��,Q�RYHUDOO�WHUPV��KRZHYHU��WKH�%ULWLVK�*RYHUQPHQW�KDV�GHPRQVWUDEO\�PRYHG�DZD\�IURP�D�µSOXUDOLVW�DSSURDFK¶��XQGHU�ZKLFK�FRPSDQ\� GLUHFWRUV� ZRXOG� KDYH� KDG� OHJDO� GXWLHV� RI� DFFRXQWDELOLW\� WR� D� ZLGHU� UDQJH� RI�VKDUHKROGHUV� WKDQ� MXVW� VKDUHKROGHUV� �VHH� '7,�� ������� WR� DQ� µLQFOXVLYH� DSSURDFK¶�� WKH� ODWWHU�PHUHO\� UHTXLULQJ� WKDW� GLUHFWRUV� KDYH� UHJDUG� WR� DOO� WKH� UHODWLRQVKLSV� RQ�ZKLFK� WKH� FRPSDQ\�GHSHQGV�DQG�WKH�LPSOLFDWLRQV�RI�WKHLU�DFWLRQV�³����ZLWK�D�YLHZ�WR�DFKLHYLQJ�FRPSDQ\�VXFFHVV�IRU�WKH�EHQHILW�RI�VKDUHKROGHUV�DV�D�ZKROH´��'7,��������YLLL��HPSKDVLV�DGGHG��,Q� UHODWLRQ� WR� VWDQG�DORQH� FRUSRUDWH� HQYLURQPHQW� UHSRUWV�� DOWKRXJK� WKHUH� DUH� FXUUHQWO\� QR�PDQGDWRU\�UHSRUWLQJ�UHTXLUHPHQWV�IRU�8.�FRPSDQLHV��WKH�%ULWLVK�*RYHUQPHQW�LV�HQFRXUDJLQJ�PRUH�DQG�EHWWHU�HQYLURQPHQWDO�GLVFORVXUH�E\�8.�FRPSDQLHV�DV�SDUW�RI�LWV�YROXQWDU\��PDUNHW�OHG�DSSURDFK�WR�VXVWDLQDEOH�GHYHORSPHQW��7KH�'HSDUWPHQW�IRU�(QYLURQPHQW��)RRG�DQG�5XUDO�$IIDLUV��'()5$���LQ�DVVRFLDWLRQ�ZLWK�WKH�'HSDUWPHQW�RI�7UDGH�DQG�,QGXVWU\��'7,���SXEOLVKHG�D� VHW� RI� YROXQWDU\� HQYLURQPHQWDO� UHSRUWLQJ� JXLGHOLQHV� LQ� 1RYHPEHU� ����� �'()5$�� �������7KHVH� JXLGHOLQHV� DUH� LQWHQGHG� WR� SURYLGH� D� IUDPHZRUN� IRU� DVVLVWLQJ� 8.� FRPSDQLHV� LQ�UHSRUWLQJ�RQ�NH\�HQYLURQPHQWDO� LPSDFWV�DQG�WKH�HQYLURQPHQWDO� LVVXHV�UHOHYDQW�WR�WKHP��7KH�JXLGHOLQHV�DOVR�FRQWDLQ�JXLGDQFH�RQ� WKH� IRUP�DQG�FRQWHQW�RI�HQYLURQPHQW�UHSRUWV�� LQFOXGLQJ�HQYLURQPHQWDO� SHUIRUPDQFH� LQGLFDWRUV�� DQG� WKH� YHULILFDWLRQ� RI� VXFK� UHSRUWV�E\� WKLUG�SDUWLHV��7KH�JXLGHOLQHV�DUH�LQWHQGHG�IRU�UHSRUWLQJ�RI�HQYLURQPHQWDO�LVVXHV�E\�DOO�W\SHV�RI�RUJDQL]DWLRQ��ODUJH�RU�VPDOO��LQGXVWULDO��FRPPHUFLDO��RU�SXEOLF�VHFWRU�DQG�VXJJHVW�YDULRXV�IRUPV�RI�UHSRUWLQJ�LQFOXGLQJ�D�VHSDUDWH�HQYLURQPHQWDO�VHFWLRQ�LQ�WKH�DQQXDO�UHSRUW�DQG�DFFRXQWV�DQG�VWDQG�DORQH�
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HQYLURQPHQW� UHSRUWV�� 7KH� JXLGHOLQHV� SURYLGH� VSHFLILF� JXLGDQFH� RQ� SDUWLFXODU� FDWHJRULHV� RI�HQYLURQPHQWDO� LPSDFW�� VXFK� DV� JUHHQKRXVH� JDVHV�� R]RQH� GHSOHWLQJ� JDVHV�� UHVRXUFH� XVH��WUDQVSRUW�� HQHUJ\�� ZDWHU� SROOXWDQWV�� KD]DUGRXV� ZDVWH� DQG� QRLVH� SROOXWLRQ�� +RZHYHU�� WKH�JXLGHOLQHV�DUH�SUHSDUHG�IURP�WKH�SHUVSHFWLYH�RI�WKH�FRPSDQ\¶V�PDQDJHPHQW�LQ�WKH�FRQWH[W�RI�µHIILFLHQW�HQYLURQPHQWDO�PDQDJHPHQW¶��'()5$�������S�������DV�ZLWK�(0$6�DQG�,62��������$V�VXFK��WKH�OHYHO�RI�DGGLWLRQDO DFFRXQWDELOLW\�ZKLFK�UHVXOWV�IURP�WKHVH�JXLGHOLQHV�LV�XQOLNHO\�WR�SRVH�D�VHULRXVO\�FKDOOHQJH�WR�EXVLQHVV�FRQFHSWLRQV�RI�DFFRXQWDELOLW\�DQG�VXVWDLQDELOLW\�,Q�FRQWUDVW� WR�(XURSH�� WKHUH�KDV�EHHQ�OLWWOH�LQ�WKH�ZD\�RI�UHJXODWRU\�GHYHORSPHQWV�IRU�VWDQG�DORQH�FRUSRUDWH�HQYLURQPHQW�UHSRUWV�LQ�RWKHU�SDUWV�RI�WKH�GHYHORSHG�ZRUOG��DOWKRXJK�D�QXPEHU�RI�UHJXODWRU\�DQG�QRQ�UHJXODWRU\�SURYLVLRQV�DUH�EHJLQQLQJ�WR�HPHUJH�1RUWK� $PHULFD� 7KHUH� DUH� QR� UHTXLUHPHQWV� IRU� 86� FRPSDQLHV� WR� SXEOLVK� VHSDUDWH�HQYLURQPHQWDO� UHSRUWV�� +RZHYHU�� FRPSDQLHV� ZLWK� PRUH� WKDQ� WHQ� IXOO�WLPH� HPSOR\HHV� DUH�UHTXLUHG� WR� VXEPLW� GDWD� RQ� WKHLU� HPLVVLRQV� RI� ���� GLIIHUHQW� WR[LF� FKHPLFDOV� WR� WKH� 86�(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\¶V�XQGHU�WKH�$JHQF\¶V�7R[LF�5HOHDVH�,QYHQWRU\ �75,���VXFK�LQIRUPDWLRQ�RQFH�ILOHG�EHLQJ�SXEOLFO\�DYDLODEOH��+RZHYHU�� WKHVH�FRPSDQLHV�DUH�QRW�UHTXLUHG�WR� SURGXFH� V\VWHPDWLF� FRUSRUDWH� OHYHO� RU� VLWH�OHYHO� OHYHO� UHSRUWV�� 7KH� PRVW� VWULQJHQW�UHTXLUHPHQWV�IRU�86�OLVWHG�FRPSDQLHV�DUH�WKRVH�RI�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��6(&�� �WKHVH� DUH� GHVFULEHG� LQ� &KDSWHU� ��� 6HFWLRQ� ���� RI� WKH� PDLQ� WH[W��� ,Q�&DQDGD�� WKH�6HFXULWLHV� &RPPLVVLRQ� UHTXLUHV� OLVWHG� FRPSDQLHV� WR� SURYLGH� GHWDLOV� RI� FXUUHQW� DQG� IXWXUH�ILQDQFLDO� RU� RSHUDWLRQDO� HIIHFWV� DULVLQJ� IURP� FRPSOLDQFH� ZLWK� HQYLURQPHQWDO� SURWHFWLRQ�UHTXLUHPHQWV�LQ�WKH�$QQXDO�,QIRUPDWLRQ�)RUP��$,)���-DSDQ� 7KHUH� DUH� QR� VSHFLILF� DFFRXQWLQJ� RU� FRPSDQ\� ODZ� UHTXLUHPHQWV� LQ� UHODWLRQ� WR�HQYLURQPHQWDO� LVVXHV� IRU� WKH� DQQXDO� UHSRUW� DQG� DFFRXQWV� �IRU� D� UHFHQW� UHYLHZ� RI� FRUSRUDWH�HQYLURQPHQWDO� UHSRUWLQJ� E\� -DSDQHVH� FRPSDQLHV�� VHH�� IRU� H[DPSOH�� (ONLQJWRQ�HW� DO��� �������7KH� DEVHQFH� RI� FRQVLVWHQW�� SXEOLFO\� DYDLODEOH� HQYLURQPHQWDO� GDWD� PHDQV� WKDW� FRUSRUDWH�HQYLURQPHQW� UHSRUWV� DUH� WKH� SULPDU\� VRXUFH� RI� LQIRUPDWLRQ� IRU� DVVHVVLQJ� D� FRPSDQ\¶V�HQYLURQPHQWDO� SHUIRUPDQFHJ�� +RZHYHU�� 7KH� 0LQLVWU\� RI� WKH� (QYLURQPHQW�� *RYHUQPHQW� RI�-DSDQ������D��E�� LVVXHG�IRUPDO�JXLGHOLQHV�LQ������LQ�UHODWLRQ�WR�HQYLURQPHQWDO�UHSRUWLQJ�E\�-DSDQHVH� FRPSDQLHVK�� 7KH� JXLGHOLQHV� FRQVLVW� RI� WKUHH� VHWV� RI� JXLGHOLQHV�� �L��(QYLURQPHQWDO�5HSRUWLQJ� *XLGHOLQHVL�� �LL�� (QYLURQPHQWDO� $FFRXQWLQJ� *XLGHOLQHV�� DQG� �LLL��(QYLURQPHQWDO�3HUIRUPDQFH�,QGLFDWRUV�*XLGHOLQHV��7KH�(QYLURQPHQWDO�5HSRUWLQJ�*XLGHOLQHV DUH�VXJJHVWHG�WR� EH� XVHG� LQ� SUHSDULQJ� VWDQG�DORQH� HQYLURQPHQW� UHSRUWV�� ZKHUHDV� WKH� (QYLURQPHQWDO�$FFRXQWLQJ� *XLGHOLQHV UHIHU� WR� D� PHFKDQLVP� IRU� SUHVHQWLQJ� D� FRPSDQ\¶V� HQYLURQPHQWDO�DFWLYLWLHV�RQ�D�TXDQWLWDWLYH�EDVLV��VKRZLQJ�ERWK�HQYLURQPHQWDO�FRVWV��LQ�PRQHWDU\�WHUPV��DQG�WKH� HIIHFWV� RI� HQYLURQPHQWDO� SURWHFWLRQ� PHDVXUHV� �LQ� SK\VLFDO� WHUP��� FRPSDUDWLYHO\�� 7KH�(QYLURQPHQWDO� 3HUIRUPDQFH� ,QGLFDWRUV�*XLGHOLQHV GHDO�ZLWK� LQIRUPDWLRQ� RQ� HQYLURQPHQWDO�µEXUGHQV¶� IRU� SUHVHQWDWLRQ� LQ� DQ� HQYLURQPHQW� UHSRUW�� %RWK� WKH� (QYLURQPHQWDO� 5HSRUWLQJ�*XLGHOLQHV DQG� WKH�(QYLURQPHQWDO� $FFRXQWLQJ� *XLGHOLQHV ZHUH� UHYLVHG� LQ� 0DUFK� ����� WR�LQFOXGH�LQIRUPDWLRQ�RQ�WKH�ODWWHU�LQ�D�VWDQG�DORQH�HQYLURQPHQW�UHSRUW��7KH� JXLGHOLQHV�� DV� WKH� QDPH� VXJJHVWV�� GR� QRW� FDUU\� WKH� IRUFH� RI� ODZ� DQG� WKHUH� LV� QR� UHDO�SROLWLFDO� SUHVVXUH� RQ� -DSDQHVH� FRPSDQLHV� WR� IROORZ� WKHP� 0RUHRYHU�� WKHUH� DUH� QR� SODQV� DW�SUHVHQW� WR� PDNH� WKH� JXLGHOLQHV� D� OHJDO� UHTXLUHPHQW� RQ� OLVWHG� -DSDQHVH� FRPSDQLHV�� 7KH�JXLGHOLQHV�PDNH�QR�UHFRPPHQGDWLRQV�RQ�ZKHWKHU�FRPSDQLHV�VKRXOG�UHSRUW�DW�VLWH��UHJLRQDO�RU�JOREDO� OHYHO��RU�DV� WR�ZKHWKHU�WKH�HQYLURQPHQW�UHSRUW�VKRXOG�EH�VXEMHFW�WR�DQ�H[WHUQDO�DXGLW��DOWKRXJK�WKLV�LVVXH�LV�WR�EH�DGGUHVVHG�LQ�D�IXWXUH�UHYLHZ��7KH�-DSDQHVH�*RYHUQPHQW¶V�GHFLVLRQ�WR� SXUVXH� D� YROXQWDU\� UDWKHU� WKDQ� D� UHJXODWRU\� DSSURDFK� WR� HQYLURQPHQWDO� UHSRUWLQJ� LV�LQIOXHQFHG�E\�D�QXPEHU�RI�FXOWXUDO�DQG�VRFLDO�IDFWRUV��1RWDEO\��WKHUH�LV�QR�VRFLDO�SUHVVXUH�IRU�
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VXFK�UHSRUWLQJ�UHJXODWLRQV��-DSDQHVH�FRPSDQLHV�HQMR\LQJ�D�JHQHUDOO\�IDYRXUDEOH�UHSXWDWLRQ�LQ�YROXQWDU\� HQYLURQPHQWDO PDQDJHPHQW�� SROOXWLRQ� SUHYHQWLRQ� DQG� HQHUJ\� HIILFLHQF\� VLQFH� WKH�����V� DV� HYLGHQFHG�E\� WKH�KLJK�QXPEHU�RI� ,62�������UHJLVWHUHG�FRPSDQLHV� �-DSDQ�KDV� WKH�KLJKHVW� QXPEHU� LQ� WKH� ZRUOG�� DW� ������ FRPSDQLHV�� *HUPDQ\� LV� WKH� QH[W� EHVW� ZLWK� ������FRPSDQLHV��� 0RUHRYHU�� DOWKRXJK� WKH� JXLGHOLQHV� DUH� QRW� ELQGLQJ� RQ� -DSDQHVH� FRPSDQLHV�� D�FORVH� ZRUNLQJ� UHODWLRQVKLS� H[LVWV� EHWZHHQ� ELJ� -DSDQHVH� FRPSDQLHV� DQG� WKH� -DSDQHVH�JRYHUQPHQW� VXFK� WKDW�� LQIRUPDOO\�� WKH� JXLGHOLQHV� FDUU\� VLJQLILFDQW� ZHLJKW� LQ� WKH� EXVLQHVV�ZRUOG�� ,Q�DGGLWLRQ��-DSDQ� LV�D�FXOWXUH�ZKHUH�µNHHSLQJ�XS�DSSHDUDQFHV¶� LV� LPSRUWDQW��VR�RQFH�RQH�LQQRYDWLYH�FRPSDQ\�VHWV�DQ�H[DPSOH�RWKHU�FRPSDQLHV�LQ�WKH�VDPH�LQGXVWU\�DUH�QRUPDOO\�TXLFN�WR�IROORZ��7KHVH�VRFLR�SROLWLFDO�IDFWRUV�PHDQ�WKDW��LQ�SUDFWLFH��WKH�-DSDQHVH�JRYHUQPHQW�VHHV� OLWWOH� QHHG� WR� UHJXODWH� FRUSRUDWH� HQYLURQPHQWDO� UHSRUWLQJ�� $SSUR[LPDWHO\� ���� OLVWHG�-DSDQHVH� FRPSDQLHV� �RXW� RI� DSSUR[LPDWHO\�������� L�H�� DURXQG������FXUUHQWO\� LVVXH� VHSDUDWH�VWDQG�DORQH�HQYLURQPHQW�UHSRUWV�RQ�D�YROXQWDU\�EDVLV��$&&$��������$XVWUDODVLD� ,Q�$XVWUDOLD�� WKHUH�DUH�RYHU�����IHGHUDO�� VWDWH�DQG� WHUULWRU\� ODZV�UHODWLQJ�WR�WKH�HQYLURQPHQW��HQYLURQPHQWDO�UHJXODWLRQ�EHLQJ�SULQFLSDOO\�WKH�GRPDLQ�RI�VWDWH��DV�RSSRVHG�WR��IHGHUDO� OHJLVODWRUV� �*LEVRQ� DQG� 2¶'RQRYDQ�� ������� $OWKRXJK� WKH� $XVWUDOLDQ JRYHUQPHQW�SDVVHG� WKH�&RPPRQZHDOWK�(QYLURQPHQWDO�3URWHFWLRQ�$FW� LQ������� WKHUH� LV� VWLOO�QR�QDWLRQDO�XQLIRUP�HQYLURQPHQWDO�UHJXODWLRQ�DSSOLFDEOH�WR�OLVWHG�FRPSDQLHV��QRWZLWKVWDQGLQJ�D�SOHWKRUD�RI� YROXQWDU\� UHSRUWLQJ� JXLGHOLQHV� �IRU� FDVHV� LQ� SRLQW�� VHH�� IRU H[DPSOH�� )URVW�� ������ DQG�SURIHVVLRQDO�JXLGDQFH�IURP�WKH�DFFRXQWDQF\�SURIHVVLRQ�RQ�DFFRXQWLQJ�IRU�WKH�UHVWRUDWLRQ�DQG�UHKDELOLWDWLRQ� RI� DEDQGRQHG� PLQLQJ� VLWHV� �$$6%�� ������ $$6%� 8,*� ��� ������� +RZHYHU��IROORZLQJ�FKDQJHV�WR�$XVWUDOLDQ�FRUSRUDWH�ODZ�DV�SDUW�RI�WKH�IHGHUDO�JRYHUQPHQW¶V�&RUSRUDWH�/DZ�(FRQRPLF�5HIRUP�3URJUDPPH��6HFWLRQ��������I��RI� WKH�&RUSRUDWLRQV�$FW UHTXLUHV�WKDW�ZLWK� HIIHFW� IURP��� -XO\������$XVWUDOLDQ� FRPSDQLHV�PXVW� LQFOXGH� LQ� WKH�GLUHFWRUV¶� UHSRUW�RI�FRPSDQLHV� ZKRVH� ³«� RSHUDWLRQV� DUH� VXEMHFW WR� DQ\� SDUWLFXODU� DQG� VLJQLILFDQW� >$XVWUDOLDQ@�HQYLURQPHQWDO�UHJXODWLRQ�XQGHU�WKH�ODZ�RI�WKH�&RPPRQZHDOWK�RU�RI�D�6WDWH�RU�7HUULWRU\�«´�GHWDLOV�RI�WKH�HQWLW\¶V�SHUIRUPDQFH�LQ�UHODWLRQ�WR�DQ\�VXFK�UHJXODWLRQ��VHH��IRU�H[DPSOH��)URVW��������*LEVRQ�DQG�2¶'RQRYDQ���������+RZHYHU�� MXVW�ZKDW� WKLV�PHDQV�LQ�SUDFWLFH�DSSHDUV�WR�EH�XQFOHDU��:DWWV���������7KH�UHTXLUHPHQW�IRU�HQYLURQPHQWDO�UHSRUWLQJ�VHHPV�WR�KDYH�VOLSSHG�WKURXJK� WKH� GXH� OHJDO� SURFHVV� PRUH� E\� DFFLGHQW� WKDQ� E\� GHVLJQ�� EHLQJ� D� ODVW� PLQXWH�FRPSURPLVH� EHWZHHQ� SROLWLFDO� SDUWLHV� RYHU� ZKLFK� WKH� $XVWUDOLDQ� *RYHUQPHQW� ZDV� QHYHU�FRPSOHWHO\� FRPIRUWDEOH� �)URVW� DQG�(QJOLVK�� ������'XH� WR� WKH�SURYLVLRQ¶V�DPELJXLW\�� LW�ZDV�UHIHUUHG� WR� WKH� $XVWUDOLDQ� 3DUOLDPHQWDU\� -RLQW� &RPPLWWHH� RQ� &RUSRUDWLRQV� DQG� 6HFXULWLHV�ZKLFK� UHFRPPHQGHG� WKDW� VHFWLRQ� �������I�� EH� GHOHWHG� �)URVW�� ������� 7KH� OHJLVODWLRQ� LV�FXUUHQWO\�XQGHU� UHYLHZ�DQG�ZDV�H[SHFWHG� WR�EH� UHSHDOHG� LQ�YLHZ�RI� WKH�FRPPHQWV� IURP�WKH�$XVWUDOLDQ� 6HFXULWLHV� DQG� ,QYHVWPHQWV� &RPPLVVLRQ� �$6,&��� ZKLFK� DSSHDUHG� WR� H[SHFW�GLIILFXOWLHV� WR� HPHUJH� DV� FRPSDQLHV� EHJDQ� WR� FRPSO\�ZLWK� WKH�QHZ�SURYLVLRQV� �*LEVRQ� DQG�2¶'RQRYDQ���������DQG�RSSRVLWLRQ�IURP�$XVWUDOLDQ�LQGXVWU\��)URVW���������+RZHYHU��GHVSLWH�D� SURFHVV� WR� KDYH� LW� UHPRYHG�� 6HFWLRQ� �������I�� UHPDLQV� LQ� IRUFH� IRU� WKH� LPPHGLDWH� IXWXUH��)URVW� �������� LQ� DQ� H[SORUDWRU\� LQYHVWLJDWLRQ� RI� 6HFWLRQ� �������I�� LQ� HIIHFWLQJ� FKDQJH� LQ�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ�EHKDYLRXU��UHSRUWV�D�VLJQLILFDQW�LQFUHDVH�LQ�WKH�QXPEHU�RI�$XVWUDOLDQ� FRPSDQLHV� UHSRUWLQJ� RQ�� DQG� WKH� OHYHO� RI� LQIRUPDWLRQ� SURYLGHG� LQ� UHODWLRQ� WR��HQYLURQPHQWDO�SHUIRUPDQFH��VXJJHVWLQJ�WKDW�D�YROXQWDU\�DSSURDFK�WR�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ� PD\� EH� LQDGHTXDWH�� ,Q�1HZ� =HDODQG�� VRPH� LQLWLDO� HIIRUWV� ZHUH� PDGH� DW�PDNLQJ�HQYLURQPHQWDO� UHSRUWLQJ� PDQGDWRU\� LQ� WHUPV� RI� VWDQG�DORQH� UHSRUWLQJ� EXW� ZHUH� GHIHDWHG�DPLGVW�SROLWLFDO�WXUPRLO�
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1RWHVD� 7KH�KHOSIXO�FRPPHQWV�DQG�DGYLFH�IURP�WKH�IROORZLQJ�LQGLYLGXDOV�RQ�WKH�VLWXDWLRQ�LQ�WKH�UHVSHFWLYH�FRXQWU\� LV� JUDWHIXOO\� DFNQRZOHGJHG�� 'U�� *DU\� 2¶'RQRYDQ�� 9LFWRULD� 8QLYHUVLW\�� 0HOERXUQH��$XVWUDOLD��� 'U�� &KULVWLQH� -DVFK�� ,|: 9LHQQD� �$XVWULD� DQG� *HUPDQ\��� 3URIHVVRU� 'U�� &KULV�/HIHEYUH�� .DWKROLHNH 8QLYHUVLWHLW /HXYHQ �%HOJLXP��� +HOOH� %DQN� -¡UJHQVHQ��3ULFH:DWHUKRXVH&RRSHUV��'HQPDUN���'U��1DQF\�.DPS�5RHODQGV��(UQVW�	�<RXQJ�5RWWHUGDP��WKH�1HWKHUODQGV���3URIHVVRU�-DQ�%HEELQJWRQ��8QLYHUVLW\�RI�$EHUGHHQ��8.��1HZ�=HDODQG���6WpSKDQLH�7DPDJQR��.30*�1RUZD\±6XVWDLQDELOLW\�$GYLVRU\�6HUYLFHV� �1RUZD\���'U��0DULD�5RVD�5RYLUD�9DO�� 8QLYHUVLW\� RI� $XWRQRPD� GH� %DUFHORQD� �6SDLQ��� 'U�� )UHGULN� /MXQJGDKO�� $WODV� &RSFR� $%�6ZHGHQ���3URIHVVRU�<RVKLQDR�.R]XPD��6RSKLD�8QLYHUVLW\�7RN\R �-DSDQ���$Q\�HUURUV��KRZHYHU��UHPDLQ�WKH�UHVSRQVLELOLW\�RI�WKH�DXWKRU�E� /DZ�QR�����������DQG�6WDWXWRU\�2UGHU�IURP�WKH�'DQLVK�0LQLVWU\�RI�(QYLURQPHQW�DQG�(QHUJ\�1R����������� RI� 'HFHPEHU� ���� ������ RQ� WKH� GXW\� RI� FHUWDLQ� OLVWHG� DFWLYLWLHV� WR� GUDZ� XS� *UHHQ�$FFRXQWV��LQVHUWHG�DV�VHFWLRQ���$�RI�WKH�'DQLVK�(QYLURQPHQWDO�3URWHFWLRQ�$FW�RI������F� 7KHVH� GHWDLOV� DUH� SURYLGHG� RQ� WKH�ZHE� VLWH� RI� WKH�'DQLVK�(QYLURQPHQWDO� 3URWHFWLRQ�$JHQF\� DW�KWWS���ZZZ�PVW�GN�KRPHSDJH�G� 6SHFLILFDOO\��RWKHU�HQWHUSULVHV� WKDQ� WKRVH�RI� UHSRUWLQJ�FODVV�'� WKDW�H[FHHG� WZR�RI� WKH�IROORZLQJ�OLPLWV� LQ� WZR� FRQVHFXWLYH� \HDUV�� 5HYHQXH� !� '..� ��� PLOOLRQ�� %DODQFH� VKHHW� WRWDO� !� '..� ���PLOOLRQ��QXPEHU�RI�HPSOR\HHV�!����H� )XOO� GHWDLOV� UHODWLQJ� WR� WKH�)UHQFK�GHFUHH� FDQ� EH� IRXQG� DW� ZZZ�HQYLURQQHPHQW�JRXY�IU�� )RU� DQ�RYHUYLHZ��VHH��IRU�H[DPSOH��$&&$������E��I� $ GUDIW�UHYLVLRQ�WR�WKH�'XWFK�DQQXDO�UHSRUWLQJ�JXLGHOLQHV�ZDV�SXEOLVKHG�LQ�������$�ILQDO�YHUVLRQ�ZDV� UHOHDVHG� LQ� ����� ZKLFK� ZLOO� EH� HIIHFWLYH� IRU� UHSRUWLQJ� \HDUV� IURP� ������ $OWKRXJK� QRW�PDQGDWRU\��WKHVH�UHFRPPHQGDWLRQV�UHSUHVHQW�EHVW�SUDFWLFH�DQG�ZRXOG�EH�WDNHQ�LQWR�DFFRXQW�E\�D�'XWFK� FRXUW� RI� ODZ� ZKHQ� FRQVLGHULQJ� ZKHWKHU� D� FRPSDQ\¶V� DQQXDO� DFFRXQWV� FRPSOLHG� ZLWK�FRPSDQ\�ODZ�J� $FFRUGLQJ� WR� D� UHFHQW� VWXG\� �0HWULFN�� ������� -DSDQHVH� ILUPV� YROXQWDULO\� UHSRUW� HQYLURQPHQWDO�SROLFLHV��DFKLHYHPHQWV�DQG�FRVWV�EXW�GR�QRW�SURYLGH�KDUG�GDWD�RQ�HPLVVLRQV��HQHUJ\�XVH�DQG�ZDWHU�XVH�FRQVLVWHQWO\�K� 7KH�(QJOLVK�ODQJXDJH�ZHE�VLWH�IRU�WKH�-DSDQHVH�0LQLVWU\�RI�WKH�(QYLURQPHQW�JLYHV�DFFHVV�WR�WKH�HQYLURQPHQWDO�UHSRUWLQJ�JXLGHOLQHV�DW�ZZZ�HQY�JR�MS�HQ�LQGH[�KWPO�L� 7KH�(QYLURQPHQWDO�5HSRUWLQJ�*XLGHOLQHV �0LQLVWU\�RI� WKH�(QYLURQPHQW��*RYHUQPHQW�RI� -DSDQ������D��LV�D�OHQJWK\�GRFXPHQW�RI�VRPH����SDJHV�SURYLGLQJ�GHWDLOHG�DQG�FRPSUHKHQVLYH�JXLGDQFH�RQ�HQYLURQPHQWDO�UHSRUWLQJ�VWUXFWXUHG�LQWR�IRXU�FKDSWHUV��:K\�HQYLURQPHQWDO�UHSRUWLQJ��'HVLUDEOH�(QYLURQPHQWDO�5HSRUWLQJ��:KDW�VKRXOG�EH� LQFOXGHG� LQ�(QYLURQPHQWDO�5HSRUWLQJ�� DQG��7RZDUGV�&RQWLQXLQJ� ,PSURYHPHQW� RI� WKH�*XLGHOLQHV�� 7KH� JXLGHOLQHV�ZHUH�GUDIWHG�E\�D� FRPPLWWHH�RI����LQGLYLGXDOV� �S�� ��� ZKLFK� LQFOXGHV� D� VWURQJ� UHSUHVHQWDWLRQ� IURP� WKH� DFFRXQWDQF\� SURIHVV LRQ��EXVLQHVV�DQG�DFDGHPLD�



$SSHQGL[��

���

'HILQLWLRQ�RI�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH��&('�.H\�GHFLVLRQV�UXOHV�x &RUSRUDWH�HQYLURQPHQWDO�GLVFORVXUH��&('�� �(QYLURQPHQW���(QHUJ\���+HDOWK�	�6DIHW\x 1LQH�VXEFDWHJRULHV�RI�&('���� (QYLURQPHQWDO�SROLF\��1%��7KH�ZRUG�SROLF\�LV�WR�EH�LQWHUSUHWHG�TXLWH�ZLGHO\�DQG�LV�QRW�UHVWULFWHG�WR�VHQWHQFHV�ZKLFK�FRQWDLQ�WKH�ZRUG��SROLF\´��x DFWXDO�VWDWHPHQWV�RI�SROLF\��VWDWHPHQWV�RI�IRUPDO�LQWHQWLRQV��FRPPLWPHQWV�DQG�WDUJHWV�x UHIHUHQFH�WR�FRPSOLDQFH�ZLWK�VWDWXWRU\�RU�UHJXODWRU\�SURYLVLRQV�x JHQHUDO�VWDWHPHQWV�RI�³WKH�FRPSDQ\�ZLOO��WKH�FRPSDQ\�GRHV´�QDWXUH�x PLVVLRQ�VWDWHPHQWV��WDUJHWV�DQG�FRPSDQ\�VWUDWHJLHV�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�SURWHFWLRQ�DQG�LPSURYHPHQW�VXFK�DV�FRQWDLQHG�LQ�FKLHI�H[HFXWLYH¶V�IRUHZRUGV�WR�HQYLURQPHQW�UHSRUWV�x UHIHUHQFH�WR�FRPSOLDQFH�ZLWK�YROXQWDU\�FRGHV�RI�EHVW�SUDFWLFH��LQGXVWU\�FRGHV��FKDUWHUV��YROXQWDU\�VFKHPHV�DQG�LQLWLDWLYHV��HWF���VXFK�DV�WKH�FKHPLFDO�LQGXVWU\¶V�5HVSRQVLEOH�&DUH�3URJUDPPH DQG�WKH�0RQWUHDO�3URWRFRO RQ�&)&V������ (QYLURQPHQWDO�PDQDJHPHQW��V\VWHPV�DQG�DXGLW�x HQYLURQPHQWDO�PDQDJHPHQW�V\VWHPV��LQFOXGLQJ�UHIHUHQFHV�WR�WRWDO�TXDOLW\�PDQDJHPHQW��740���,62�������VHULHV��(0$6�5HJXODWLRQ��%6������HWF���x HQYLURQPHQWDO�PDQDJHPHQW�SURJUDPPHV��WRROV�DQG�LQLWLDWLYHV�LQFOXGLQJ�SHUIRUPDQFH�LQGLFHV�DQG�HPLVVLRQV�PRQLWRULQJ�V\VWHPV�x UHIHUHQFH�WR�PDQDJHPHQW�UHVSRQVLELOLW\�x PDQDJHPHQW�DQG�FRQWURO�V\VWHPV�IRU�SROOXWLRQ�SUHYHQWLRQ��UHGXFWLRQ�DQG�HQYLURQPHQWDO�LPSURYHPHQWV�LQ�UHODWLRQ�WR�DLU�HPLVVLRQV��ZDWHU�HIIOXHQWV��QRLVH��RGRXUV��HWF��x UHIHUHQFH�WR�HQYLURQPHQWDO�UHYLHZ��VFRSLQJ��SODQW�DXGLWV��DVVHVVPHQWV�LQFOXGLQJ�LQGHSHQGHQW�DWWHVWDWLRQ�x HQYLURQPHQWDO�YHULILFDWLRQ�VWDWHPHQWV�DQG�HQYLURQPHQWDO�DXGLW�UHSRUWV�E\�H[WHUQDO�YHULILHUV��DXGLWRUV��HWF��x VWDII�WUDLQLQJ�LQ�HQYLURQPHQWDO�PDQDJHPHQW�x LQFOXVLRQ�RI�HQYLURQPHQWDO�DVSHFWV�LQ�PDQDJHPHQW�GHFLVLRQ�PDNLQJ����� (QYLURQPHQW�± SURGXFW�DQG�SURFHVV�UHODWHG�x ZDVWH�V���UHF\FOLQJ��SDFNDJLQJ�x ODQG�FRQWDPLQDWLRQ�DQG�UHFODPDWLRQ�x PDWHULDO�XVH��LQFOXGLQJ�ZDWHU�FRQVXPSWLRQ��x SURGXFW�LPSDFW�DVVHVVPHQWV�x SURGXFW�VWHZDUGVKLS�� FRQFHUQ�IRU�WKH�HQWLUH�OLIH�F\FOH�RI�D�SURGXFW�IURP�WKH�H[WUDFWLRQ�RI�UDZ�PDWHULDOV�WR�HYHQWXDO�ZDVWH�GLVSRVDO�DQG�RU�UHF\FOLQJ��µFUDGOH�WR�JUDYH¶�DQDO\VLV��x SURGXFW�DQG�SURFHVV�UHODWHG�� SROOXWLRQ�HPLVVLRQV��ZDWHU�HIIOXHQWV��ZDVWH��FRQVXPSWLRQ�RI�UDZ�PDWHULDOV��FRQVXPSWLRQ�RI�HQHUJ\��FRQVXPSWLRQ�RI�ZDWHU��DLU�HPLVVLRQV��QRLVH��RGRXUV��HWF��
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x SURGXFW�DQG�SURGXFW�GHYHORSPHQW�LQFOXGLQJ�OLIH�F\FOH�GHVLJQ��XSVWUHDP�DQG�GRZQVWUHDP�SURGXFW�SURFHVV�UHVHDUFK�SURJUDPPHV�DQG�LQLWLDWLYHV��DQDO\VLV�DQG�GHYHORSPHQW�x LQSXW�RXWSXW DQDO\VLV��LQFOXGLQJ�HFR�EDODQFHV��HFR�SURILOHV��PDVV�EDODQFHV��LQIORZ�RXWIORZ�DQDO\VLV��HWF��LQ�TXDQWLILHG��QRQ�PRQHWDU\�WHUPV��x HQYLURQPHQWDO�LQFLGHQWV�DQG�DFFLGHQWV�UHODWHG�WR�SURGXFWV�DQG�SURFHVVHV�([FHSW�LQ�VR�IDU�DV�LW�LV�SDUW�RI�WKH�EXVLQHVV��H�J��ZDVWH�GLVSRVDO��HQYLURQPHQWDO�WHFKQRORJ\���� (QYLURQPHQWDO�ILQDQFLDOO\�± UHODWHG�GDWD�x HQYLURQPHQWDO�FRVWV�FKDUJHG�WR�WKH�SURILW�DQG�ORVV�DFFRXQW�IRU�HQYLURQPHQWDO�H[SHQGLWXUH��DGGLWLRQDO�HQYLURQPHQWDO�H[SHQGLWXUH�DULVLQJ�IURP�FKDQJHV�LQ�OHJLVODWLRQ��DVVHVVPHQWV�DV�WR�IXWXUH�HQYLURQPHQWDO�H[SHQGLWXUH��HWF��x DFFRXQWLQJ�SROLFLHV�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�FRVWV�DQG�H[SHQGLWXUHV��LQFOXGLQJ�UHFRJQLWLRQ�RI�H[SHQGLWXUHV�FUHDWLQJ�DVVHWV��x FDSLWDO�H[SHQGLWXUH�DQG�IXWXUH�FRPPLWPHQWV�x HQYLURQPHQWDO�VSHQGLQJ�x HQYLURQPHQWDO�OLDELOLWLHV�DQG�FRQWLQJHQW�OLDELOLWLHV�x UHIHUHQFH�WR�ILQDQFLDO�HFRQRPLF�LPSDFW�x HFR�LQVWUXPHQWV�DQG�HFR�WD[HV�x HQYLURQPHQWDO�FRVW�DFFRXQWLQJ��QRW�IXOO�FRVW�DFFRXQWLQJ�± VHH�µVXVWDLQDELOLW\¶�EHORZ��x GLVFXVVLRQ�RI�ILQDQFLDO�EHQHILWV�DQG�RSSRUWXQLWLHV��µHFR�HIILFLHQF\¶��x LQYHVWPHQW�DQG�LQYHVWPHQW�DSSUDLVDO�x ILQDQFLDOO\�TXDQWLILHG�LQIORZ�RXWIORZ�DQDO\VLV��HFR�EDODQFHV��HWF��x GLVFXVVLRQ�RI�HQYLURQPHQW�HFRQRPLF�LQWHUDFWLRQ�x EDQNV�± ILQDQFH�IXQGLQJ�RI�SXEOLF�DQG�SULYDWH�HQYLURQPHQWDO�SURMHFWV��HQYLURQPHQWDO�SURWHFWLRQ��LQFOXGLQJ�TXDOLW\�RI�OLIH��ZDWHU��XUEDQ�ZDVWH��UHF\FOLQJ��HWF����� (QYLURQPHQWDO�VWDNHKROGHU�UHODWLRQV�x DQ\�UHIHUHQFH�WR�VWDNHKROGHU�UHODWLRQV��LQFOXGLQJ�FRQFHSWV�VXFK�DV�µVWDNHKROGHU�GLDORJXH¶��µWKH�VWDNHKROGHU�VRFLHW\¶��FRQVXOWDWLRQ�ZLWK�VWDNHKROGHUV��RU�GLDORJXH�ZLWK�VWDNHKROGHUV�RU�WKH�RXWVLGH�ZRUOG�LQ�WKH�FRQWH[W�RI�HQYLURQPHQWDO�LVVXHV�x FRQWDFW�DGGUHVVHG�RQ�KHDOWK��VDIHW\�DQG�HQYLURQPHQWDO��+6	(��PDWWHUV��UHSO\�IRUPV�IRU�PRUH�LQIRUPDWLRQ�RQ�+6	(�PDWWHUV��HWF��x UHIHUHQFHV�WR�VWDNHKROGHU JURXSV�LQ�UHODWLRQ�WR�HQYLURQPHQWDO�LVVXHV�LQFOXGLQJ��OHJLVODWRUV�DQG�UHJXODWRUV��H�J��WKH�(XURSHDQ�&RPPLVVLRQ���QDWLRQDO�JRYHUQPHQWV��JRYHUQPHQW�GHSDUWPHQWV�DQG�DJHQFLHV��HPSOR\HHV�DQG�WKHLU�UHSUHVHQWDWLYHV��HTXLW\�LQYHVWRUV��QRQ�HTXLW\�LQYHVWRUV�LQFOXGLQJ�EDQNV�DQG�RWKHU�OHQGLQJ�LQVWLWXWLRQV��LQVXUHUV�DQG�RWKHU�EXVLQHVV�DGYLVHUV��ORFDO�FRPPXQLWLHV��FRQVXPHUV�DQG�FXVWRPHUV��VXSSOLHUV��QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQV��1*2V���H�J��SUHVVXUH�JURXSV���HGXFDWLRQDO�HVWDEOLVKPHQWV�LQFOXGLQJ�VFKRROV��FROOHJHV�DQG�XQLYHUVLWLHV��WKH�PHGLD��LQFOXGLQJ�QHZVSDSHUV��WHOHYLVLRQ��MRXUQDOLVWV��HWF���WKH�µVLOHQW�VWDNHKROGHUV¶��LQFOXGLQJ�IXWXUH�JHQHUDWLRQV��WKH�XQERUQ��WKH�ELR�VSKHUH�DQG�DOO�RWKHU�IRUPV�RI�QRQ�KXPDQ�OLIH�([FHSW�LQ�UHODWLRQ�WR�KHDOWK�DQG�VDIHW\�LVVXHV�RU�VXVWDLQDELOLW\�± VHH�EHORZ
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��� 6XVWDLQDELOLW\�x DQ\�PHQWLRQ�RI�VXVWDLQDEOH�GHYHORSPHQW�RU�VXVWDLQDELOLW\��WKH�5LR�6XPPLW��$JHQGD�����WKH�%UXQGWODQG�5HSRUW��HWF��x DQ\�UHIHUHQFH�WR�IXWXUH�JHQHUDWLRQV��LQWHU� DQG�LQWUD�JHQHUDWLRQDO�HTXLW\��VRFLDO��HFR��MXVWLFH��HWF��x DQ\�PHQWLRQ�RI�SODQV�RU�DWWHPSWV�WR�GHYHORS�V\VWHPV�RI�DFFRXQWLQJ�IRU�VXVWDLQDEOH�GHYHORSPHQW��VXVWDLQDELOLW\��IXOO�FRVW�DFFRXQWLQJ��IXOO�SULFH�DFFRXQWLQJ��RU�VLPLODU�LQLWLDWLYHV���� (QYLURQPHQW�± RWKHU�x ODQGVFDSLQJ�DQG�KDELWDWV��SXEOLF�DPHQLW\�SURYLVLRQ�x UHIHUHQFHV�WR�SXEOLVKHG�HQYLURQPHQW�UHSRUWV�x HQYLURQPHQW�HGXFDWLRQ�DQG�SXEOLFLW\�x UHIHUHQFHV�WR�HQYLURQPHQWDO�UHSRUWLQJ�DZDUGV��LQWHUQDO�SUL]HV�DQG�DZDUG�VFKHPHV�x RWKHU¶�SDJHV�RI�HQYLURQPHQW�UHSRUWV��LQFOXGLQJ�FRYHU�SDJHV��FRQWHQWV�SDJHV�DQG�LQGH[�SDJHV��SURGXFWLRQ�SODQW�VLWH�FRQWDFWV�DQG�DGGUHVVHV��EODQN�SDUWV�VHFWLRQV�SDJHV�GHYRWHG�WR�KHDOWK�DQG�VDIHW\�PDWWHUV�x GHILQLWLRQV�DQG�DEEUHYLDWLRQV���� (QHUJ\�x HQHUJ\�VDYLQJ�DQG�FRQVHUYDWLRQ�x XVH�GHSOHWLRQ�H[SORUDWLRQ�RI�QHZ�VRXUFHV��HIILFLHQF\��LQVXODWLRQ��HWF��x DFWXDO�VWDWHPHQWV�RI�HQHUJ\�SROLF\�x VWDWHPHQW�RI�IRUPDO�LQWHQWLRQV��FRPPLWPHQWV�DQG�WDUJHWV�x XWLOLVDWLRQ�RI�ZDVWH�PDWHULDOV�IRU�HQHUJ\�SURGXFWLRQ�x UHIHUHQFH�WR�FRPSOLDQFH�ZLWK�VWDWXWRU\�RU�UHJXODWRU\�SURYLVLRQV�x HQHUJ\�PDQDJHPHQW�V\VWHPV�x HQHUJ\��HIILFLHQF\��DXGLWV�([FHSW�LQ�VR�IDU�DV�LW�LV�SDUW�RI�WKH�EXVLQHVV��H�J��RLO�H[SORUDWLRQ�FRPSDQLHV������ +HDOWK�DQG�6DIHW\�x DFWXDO�VWDWHPHQWV�RI�HPSOR\HH�KHDOWK�DQG�VDIHW\�SROLF\�x VWDWHPHQW�RI�IRUPDO�LQWHQWLRQV��FRPPLWPHQWV�DQG�WDUJHWV�x UHIHUHQFH�WR�FRPSOLDQFH�ZLWK�VWDWXWRU\�RU�UHJXODWRU\�SURYLVLRQV�x KHDOWK�DQG�VDIHW\�DW�ZRUN��x WR[LF�KD]DUGV��H�J���WR�HPSOR\HHV�DQG�WKH�SXEOLF��x DQ\�UHIHUHQFH�WR�KHDOWK�DQG�VDIHW\�ODZ��x LQIRUPDWLRQ�WR�HPSOR\HHV�RQ�KHDOWK�DQG�VDIHW\�PDWWHUV�x GD\V�ORVW�WKURXJK�LOOQHVV��VWUHVV��LQGXVWULDO�LQMXU\��HWF��x KHDOWK�DQG�VDIHW\�LVVXHV�LQ�UHODWLRQ�WR�WKH�WUDQVSRUW�RI�KD]DUGRXV�VXEVWDQFHV�x KHDOWK�DQG�VDIHW\�PDQDJHPHQW�V\VWHPV�x KHDOWK�DQG�VDIHW\�VWXGLHV�DQG�DXGLWV�x HPSOR\HH�WUDLQLQJ�LQ�UHODWLRQ�WR�KHDOWK�DQG�VDIHW\�x KHDOWK�DQG�VDIHW\�LQFLGHQWV�DQG�DFFLGHQWV�
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6DPSOH�RI�FRPSDQLHV�E\�FRXQWU\�DQG�LQGXVWU\�VHFWRU
*HRJUDSKLFDO�UHJLRQ�,QGXVWU\�VHFWRU &KHPLFDOV� ([WUDFWLYH 0HFKDQLFDO�HQJLQHHULQJ�	�PHWDOOXUJ\

(QHUJ\�XWLOLWLHV 7RWDO�(6 %DQNLQJ�	�LQVXUDQFH
&RQVXPHU�JRRGV 7UDYHO��WRXULVP�DQG�WUDQVSRUW�VHUYLFHV

5HWDLO�DQG�OHLVXUH
7RWDO�/(6 *UDQG�7RWDOV

%HQHOX[ � � � � �� � � � � �� ��
*HUPDQ\ � � � � �� � �� � � �� ��
7RWDO�$�SULPDU\�VDPSOH �� �� �� �� �� �� �� � � �� ��
1RUGLF � � � � �� � � � � �� ��
6ZLW]HUODQG � � � � �� � � � � �� ��
8. � � � � �� � � � � �� ��
7RWDO�%� �� �� �� �� �� �� �� �� �� �� ���
7RWDOV��$���%� �� �� �� �� ��� �� �� �� �� ��� ���
6RXUFH��7KH�7LPHV������������:KHUH��(6� �(QYLURQPHQWDOO\�VHQVLWLYH�VHFWRUV��FKHPLFDOV��H[WUDFWLYH��PHFKDQLFDO�HQJLQHHULQJ�DQG�PHWDOOXUJ\��HQHUJ\�XWLOLWLHV�DQG�/(6� �/HVV�(QYLURQPHQWDOO\�VHQVLWLYH�VHFWRUV��EDQNLQJ�DQG�LQVXUDQFH��FRQVXPHU�JRRGV��WUDYHO��WRXULVP�DQG�WUDQVSRUW�VHUYLFHV��UHWDLO�DQG�OHLVXUH�
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%HQHOX[�DQG�*HUPDQ�FRPSDQLHV�E\�FRXQWU\�DQG�LQGXVWU\�VHFWRU
&RPSDQ\�QDPHD ,QGXVWU\�FRGH ,QGXVWU\�6HFWRU 1R��RI�UHSRUWV $5 65 (5 5< 2WKHU�UHSRUWV 'HWDLOV�RI�RWKHU�UHSRUWV
%HQHOX[�����FRPSDQLHV�E$%1�$052��1/� � %DQNLQJ�DQG�,QVXUDQFH � � � � � �$HJRQ�,QVXUDQFH�*URXS��1/� � %DQNLQJ�DQG�,QVXUDQFH � �F � � � � +LVWRULFDO�GDWD$KROG�>.RQLQNOLMNH@��1/� � 5HWDLO�DQG�/HLVXUH � � � � � �$N]R�1REHO��1/� � &KHPLFDOV �� �G � � � � µ&KORULQH�	�6RFLHW\¶$UEHG��/8;� � 0HFKDQLFDO�(QJ��	�0HWDOO� � � � � � �%HNDHUW��%� � 0HFKDQLFDO�(QJ��	�0HWDOO� �� � � � � � +ROGLQJ�&R��$FFV���RWKHU%ROV�:HVVDQHQ�>.RQ�@��1/�� � &RQVXPHU�*RRGV � � � � � �&%5�*URXSH��%� � ([WUDFWLYH � � � � � �&0%��%� � 7UDYHO��7UDQVSRUW�	�7RXU� � � � � � �&RFNHULOO�6DPEUH�>*URXSH@��%� � 0HFKDQLFDO�(QJ��	�0HWDOO� � � � � � � µ(LQH�(XURSlLVFKH�6WUDWHJLH¶'HOKDL]H��%� � 5HWDLO�DQG�/HLVXUH � � � � � �'60��1/� � &KHPLFDOV �� � � � � � µ'60�3URILOH¶(OHFWUDEHO��%� � (QHUJ\�8WLOLWLHV �� � � � � �(XURSHDQ�,QYHVWPHQW�%DQN��/8;� � %DQNLQJ�DQG�,QVXUDQFH �� � � � � � µ3URWHFWLRQ�RI�WKH�(QYLURQPHQW¶*HQHUDOH GH�%DQTXH��%� � %DQNLQJ�DQG�,QVXUDQFH � � � � � �*HQHUDOH�GH�%HOJLTXH�>6Wp@��%� � 0HFKDQLFDO�(QJ��	�0HWDOO� � � � � � �*,%�*URXS��%� � 5HWDLO�DQG�/HLVXUH � � � � � �*LVW�%URFDGHV��1/� � &RQVXPHU�*RRGV � � � � � �*ODYHUEHO��%� � 0HFKDQLFDO�(QJ� 	�0HWDOO� � � � � � �+DJHPH\HU��1/� � &RQVXPHU�*RRGV � � � � � �+HLQHNHQ��1/� � &RQVXPHU�*RRGV �� � � � � �+RRJRYHQV�>.RQLQNOLMNH@��1/� � 0HFKDQLFDO�(QJ��	�0HWDOO� � � � � � �'¶,HWHUHQ��%� � 5HWDLO�DQG�/HLVXUH � �H � � � �,1*�*URXS��1/� � %DQNLQJ�DQG�,QVXUDQFH �� �I � � � �./0��1.� � 7UDYHO��7UDQVSRUW�	�7RXU� � � � � � �0LQRUFR��/8;� � ([WUDFWLYH � � � � � � (QYLURQPHQW�+�	6�SROLF\
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1HGHUODQGVH�*DVXQLH��1/� � (QHUJ\�8WLOLWLHV � � � � � � µ1DWXUDO�JDV�DQG�WKH�(QY�¶1HGOOR\G�>.RQLQNOLMNH@��1/� � 7UDYHO��7UDQVSRUW�	�7RXU� � � � � � �1HG��6SRRUZHJHQ��1/� � 7UDYHO��7UDQVSRUW�	�7RXU� �� � � � � �3DNKRHG�>.RQLQNOLMNH@��1/� � 7UDYHO��7UDQVSRUW�	�7RXU� �� � � � � �3HWURILQD��%� � ([WUDFWLYH � � � � � �5R\DO�'XWFK�6KHOO��1/� � ([WUDFWLYH �� � � � � � 9DULRXV6DUD�/HH�'(��1/� � &RQVXPHU�*RRGV � � � � � �6(3��1/�J � (QHUJ\�8WLOLWLHV �� � � � � �� 9DULRXV6LGPDU��%�K � 0HFKDQLFDO�(QJ��	�0HWDOO� � � � � � �6ROYD\��%� � &KHPLFDOV � � � � � �7HVVHQGHUOR�>*URXSH@��%� � &KHPLFDOV � � � � � �7UDFWHEHO��%� � (QHUJ\�8WLOLWLHV � � � � � �8&%��%� � &KHPLFDOV � � � � � � +ROGLQJ�&R��$FFRXQWV8QLOHYHU��1/� � &RQVXPHU�*RRGV �� � � � � � &KDUWV%HQHOX[�5HSRUWV��7RWDO ��� ��� �� �� �� ��
*HUPDQ\�����FRPSDQLHV�$OOLDQ] � %DQNLQJ�DQG�,QVXUDQFH � � � � � �$OWDQD � &RQVXPHU�*RRGV � � � � � �$9$ � 5HWDLO�DQG�/HLVXUH � � � � � �%$6) � &KHPLFDOV �� � � � � �%D\HUQZHUN � (QHUJ\�8WLOLWLHV � � � � � �%$<(5 � &KHPLFDOV �� � � � � � 9DULRXV%D\HULVFKH�+\SRWKHNH�XQG�:HFKVHO�%DQN � %DQNLQJ�DQG�,QVXUDQFH �� � � � � �
%D\HULVFKH�/DQGHVEDQN�*LUR]HQWUDOH � %DQNLQJ�DQG�,QVXUDQFH � � � � � �
%D\HULVFKH�9HUHLQVEDQN� � %DQNLQJ�DQG�,QVXUDQFH � � � � � �%HLHUVGRUI � &RQVXPHU�*RRGV � � � � � �%(:$* � (QHUJ\�8WLOLWLHV �� � � � � �%0: � 0HFKDQLFDO�(QJ��	�0HWDOO� �� � � � � � 9DULRXV%UDX�XQG�%UXQQHQ � &RQVXPHU�*RRGV � �L � � � �&RPPHU]EDQN � %DQNLQJ�DQG�,QVXUDQFH �� � � � � �
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'DLPOHU�%HQ] � 0HFKDQLFDO�(QJ��	�0HWDOO� � � � � � �'HXWVFKH�%DQN � %DQNLQJ�DQG ,QVXUDQFH �� � � � � � 0JW�5HSRUW�	�$FFRXQWV'RXJODV�+ROGLQJ � &RQVXPHU�*RRGV � �M � � � � 0JW�UHSRUW�	�$FFRXQWV'UHVGQHU�%DQN � %DQNLQJ�DQG�,QVXUDQFH �� � � � � � +ROGLQJ�&R��$FFRXQWV'\FNHUKRII � ([WUDFWLYH � �N � � � �)UHVHQLXV � &RQVXPHU�*RRGV � � � � � �*ROGVFKPLGW�>7K�@ � &KHPLFDOV �� �O � � � � +ROGLQJ�&R��$FFRXQWV+DSDJ�/OR\G � 7UDYHO��7UDQVSRUW�	�7RXU� �� � � � � �+HLGHOEHUJHU�=HPHQW � ([WUDFWLYH � �P � � � � +ROGLQJ�&R��$FFRXQWV+HQNHO�.JD$ � &RQVXPHU�*RRGV �� � � � � � 9DULRXV+HUOLW] � 5HWDLO�DQG�/HLVXUH � �Q � � � � (QYLURQPHQWDO�0JW+RHFKVW � &KHPLFDOV �� � � � � �+RUQEDFK�+ROGLQJ � ([WUDFWLYH �� � � � � �,6$5�$PSHUZHUNH � (QHUJ\�8WLOLWLHV �� � � � � �.DUVWDGW � 5HWDLO�DQG�/HLVXUH �� � � � � �/XIWKDQVD � 7UDYHO��7UDQVSRUW�	�7RXU� � � � � � � +ROGLQJ�&R��$FFRXQWV0DQQHVPDQQ � 0HFKDQLFDO�(QJ��	�0HWDOO� �� � � � � � +ROGLQJ�&R��$FFRXQWV0HUFN � &KHPLFDOV �� � � � � � +ROGLQJ�&R��$FFRXQWV0�QFKHQHU�5�FN��0XQLFK�5H� � %DQNLQJ�DQG�,QVXUDQFH �� � � � � � 1DWXUDO�&DWDVWURSKHV2WWR�9HUVDQG � 5HWDLO�DQG�/HLVXUH �� � � � � � (QY�SROLF\�	�SUHVV�UHSRUW3UHXVVDJ � 0HFKDQLFDO�(QJ��	�0HWDOO� � � � � � �5XKUJDV � ([WUDFWLYH � � � � � �5$*��5XKUNRKOH�$*� � ([WUDFWLYH �� � � � � �5:( � (QHUJ\�8WLOLWLHV �� � � � � � 9DULRXV6DDUEHUJZHUNH � ([WUDFWLYH �� � � � � �6FKHULQJ � &RQVXPHU�*RRGV �� � � � � �� 9DULRXV6SDU�+DQGHOV � 5HWDLO�DQG�/HLVXUH � � � � � �6XG]XFNHU � &RQVXPHU�*RRGV � � � � � �7K\VVHQ � 0HFKDQLFDO�(QJ��	�0HWDOO� �� � � � � � +ROGLQJ�&R��$FFRXQWV9(%$ � (QHUJ\�8WLOLWLHV �� � � � � � +ROGLQJ�&R��$�FV���RWKHU9(: � (QHUJ\�8WLOLWLHV � � � � � � +ROGLQJ�&R��$FFRXQWV9,$* � 0HFKDQLFDO�(QJ��	�0HWDOO� � � � � � �9LOOHUR\�	�%RFK � &RQVXPHU�*RRGV �� � � � � �9RONVZDJHQ � 0HFKDQLFDO�(QJ��	�0HWDOO� �� � � � � �� 9DULRXV:DFNHU�&KHPLH � &KHPLFDOV �� � � � � �



$SSHQGL[��
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1RWHVD� 7KH�FRPSDQLHV�OLVWHG�KHUH�ZHUH�VHOHFWHG�IURP�7KH�7LPHV���������� �%DUURZ��������OLVW�RI�WRS�(XURSHDQ�FRPSDQLHV��UDQNHG�E\�FDSLWDO�HPSOR\HG��6LQFH�WKDW�WLPH��PDQ\�RI�WKHVH�FRPSDQLHV�KDYH�FKDQJHG�WKHLU�QDPH�RU�EHHQ�WDNHQ�RYHU�E\�RU�PHUJHG�ZLWK�RWKHU�FRPSDQLHV��5DWKHU�WKDQ�WUDFN�VXFK�FKDQJHV��WKH�SUHVHQW�OLVW�FRPSULVHV�WKH�QDPHV�DV�SUHVHQWHG�ZKHQ�RULJLQDOO\�VHOHFWHG��&RPSDQLHV�VKRZQ�LQ�EROG�WH[W�UHSUHVHQW�WKRVH�ZKLFK�UHVSRQGHG�SRVLWLYHO\�WR�D�TXHVWLRQQDLUH�WR�FRPSDQLHV��:KHUH��%� �%HOJLXP��/8;� �/X[HPERXUJ��1/� �1HWKHUODQGV��$5� �$QQXDO�5HSRUWV� DQG�$FFRXQWV��65� �6RFLDO�5HSRUW��(5� �(QYLURQPHQW� UHSRUW��5<� �6XPPDU\�)LQDQFLDO�6WDWHPHQWV��5HYLHZ�RI�WKH�<HDU�E� 7KH����%HQHOX[�FRPSDQLHV�DUH�PDGH�XS�DV�IROORZV��%HOJLXP�����FRPSDQLHV���/X[HPERXUJ�����DQG�WKH�1HWKHUODQGV������F� 7KH�LQVHUW�)DFWV�DQG�)LJXUHV��SXEOLVKHG�ZLWK�WKH�DQQXDO�UHSRUW�IRU�DOO�\HDUV������WR�������KDV�EHHQ�WUHDWHG�DV�SDUW�RI�WKH�DQQXDO�UHSRUW�G� $N]R�1REHO�ZDV� IRUPHG�DV� D� UHVXOW�RI� WKH�DFTXLVLWLRQ�E\�$N]R�RI�1REHO� ,QGXVWULHV� LQ������� HIIHFWLYH� IRU�DFFRXQWLQJ�SXUSRVHV� IURP���-DQXDU\�������7KH�ILUVW�DQQXDO�UHSRUW�RI�WKH�QHZ�JURXS�ZDV�WKH������DQQXDO�UHSRUW��)RU�WKH�\HDUV������WR�������WKH�DQQXDO�UHSRUWV�XVHG�LQ�WKH�VWXG\�ZHUH�WKRVH�RI�$N]R�RQO\�H� )RU�WKH�\HDUV������WR������WKH�DQQXDO�UHSRUW�RI�'¶,WHUHQ�FDPH�LQ�WKH�IRUP�RI�D�ER[HG�VHW�FRPSULVLQJ�WKH�DQQXDO�UHSRUW�RI�'¶,WHUHQ�DQG�RI�&LOYD�+ROGLQJV��$YLV�(XURSH���WKH�SDWWHU�EHLQJ�D�VXEVLGLDU\�RI�'¶,WHUHQ��)RU�WKH�SXUSRVHV�RI�WKH�VWXG\��WKLV�ER[HG�VHW�RI�UHSRUWV�ZDV�WUHDWHG�DV�WKH�DQQXDO�UHSRUW�RI�'¶,WHUHQ�I� 7KH�,1*�*URXS�ZDV�IRUPHG�DV�D�UHVXOW�RI�D�PHUJHU�RI�1DWLRQDOH�1HGHUODQGHQ��11��DQG�10%�LQ�������7KH�QHZ�JURXS��UHWURVSHFWLYHO\�VSHDNLQJ��SXEOLVKHG�WZR�VHWV�RI�DQQXDO�UHSRUWV�LQ������DQG�������RQH�E\�11�DQG�WKH�RWKHU�E\�10%��%RWK�VHWV�RI�DQQXDO�UHSRUWV�IRU������DQG������DUH�LQFOXGHG�LQ�WKH�VWXG\�J� 6(3�LV�6HS�1�9���WKH�'XWFK�(OHFWULFLW\�*HQHUDWLQJ�%RDUG��D�MRLQW�ERG\�FRPSULVHG�E\�WKH�IRXU�ODUJH�VFDOH�'XWFK�SRZHU�JHQHUDWLQJ�FRPSDQLHV�K� 6LGPDU�LV�D�VXEVLGLDU\�RI�$UEHG��VHH�DERYH��IRU�WKH�SXUSRVHV�RI�WKH�VWXG\�LV�WUHDWHG�DV�D�VHSDUDWH�FRPSDQ\�L� %UDX�XQG�%UXQQHQ�SURGXFHV�DQ�DEULGJHG�(QJOLVK�YHUVLRQ�RI�WKH�IXOO�*HUPDQ��DQQXDO�UHSRUW��+RZHYHU��WKHVH�DEULGJHG�YHUVLRQV�GR�QRW�TXDOLI\�DV�6)6V�IRU�WKH�SXUSRVHV�RI�WKH�SUHVHQW�VWXG\�EHFDXVH�WKH\�DUH�DQ�(QJOLVK�WUDQVODWLRQ�RI�WKH�RULJLQDOV�7R�TXDOLI\�DV�6)6V�WKH\�PXVW�DOVR�EH�DYDLODEOH�LQ�*HUPDQ�M� 7KH�DQQXDO�UHSRUWV�RI�'RXJODV�+ROGLQJ�IRU������DQG������ZHUH�ELOLQJXDO��L�H��WZR�ODQJXDJHV�ZHUH�XVHG�LQ�WKH�VDPH UHSRUW��*HUPDQ�DQG�(QJOLVK��0RVW�RI�WKH�SDJHV�LQ�WKHVH�UHSRUWV�ZHUH�WKXV�GLYLGHG�LQWR�WZR�KDOYHV�YHUWLFDOO\��ZLWK�*HUPDQ�WH[W�RQ�WKH�OHIW�DQG�(QJOLVK�WH[W�RQ�WKH�ULJKW��PHDQLQJ�WKDW�WKH�VDPH�LQIRUPDWLRQ�ZDV�SUHVHQWHG�WZLFH��%RWK�WH[WV�ZHUH�LQFOXGHG�WR�UHIOHFW�ZKDW�ZDV�GLVFORVHG�N� '\FNHUKRII�SURGXFHV�DQ�DEULGJHG��(QJOLVK��YHUVLRQ�RI�WKH�IXOO��*HUPDQ��DQQXDO�UHSRUW��+RZHYHU��WKHVH�DEULGJHG�YHUVLRQV�GR�QRW�TXDOLI\�DV�6)6V��6HH�IRRWQRWH�M�O� *ROGVFKPLGW�SURGXFHV�DQ�DEULGJHG��(QJOLVK��YHUVLRQ�RI�WKH�IXOO��*HUPDQ��DQQXDO�UHSRUW��+RZHYHU��WKHVH�DEULGJHG�YHUVLRQV�GR�QRW�TXDOLI\�DV�6)6V��6HH�IRRWQRWH�M�P� +HLGHOEHUJHU�=HPHQW�SURGXFHV�DQ�DEULGJHG��(QJOLVK��YHUVLRQ�RI�WKH�IXOO��*HUPDQ��UHSRUW��+RZHYHU��WKHVH�DEULGJHG�YHUVLRQV�GR�QRW�TXDOLI\�DV�6)6V��6HH�IRRWQRWH�M�Q� 7KH�DQQXDO�UHSRUWV�RI�+HUOLW]�IRU������WR������ZHUH�WULOLQJXDO��L�H��WKUHH�ODQJXDJHV�ZHUH�XVHG�LQ�WKH�VDPH�UHSRUW��*HUPDQ��)UHQFK�DQG�(QJOLVK��ZLWK�WKH�WKUHH�ODQJXDJHV�SUHVHQWHG�VLGH�E\�VLGH�LQ�QHZVSDSHU�SULQW�IRUPDW��&RQWHQW�DQDO\VLV�ZDV�EDVHG�RQ�DOO�WKUHH�ODQJDXJHV�RQ�WKH�EDVLV�WKDW�WKLV�DFFRUGV�ZLWK�WKH�VXEVWDQFH�RI�WKH�LQIRUPDWLRQ�SUHVHQWHG�LQ�WKH�UHSRUW�
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,QGXVWU\�6HFWRUV
5HI��1R� ,QGXVWULDO�6HFWRU

�� &KHPLFDOV��LQFOXGLQJ�*DVHV��&RDO�DQG�2LO�3URGXFWV��3DLQW�0DQXIDFWXULQJ��3ODVWLFV�DQG�'HWHUJHQWV
�� ([WUDFWLYH��LQFOXGLQJ�4XDUU\LQJ��2LO�DQG�*DV�([SORUDWLRQ��0LQLQJ��)RUHVWU\��3XOS�DQG�3DSHU��%XLOGLQJ�DQG�&RQVWUXFWLRQ�0DWHULDOV
�� 0HFKDQLFDO�(QJLQHHULQJ�DQG�PHWDOOXUJ\��LQFOXGLQJ�0DFKLQH�7RROV��0RWRU�9HKLFOH�0DQXIDFWXULQJ��0RWRU�9HKLFOH�&RPSRQHQWV��0HWDOOXUJ\��,QGXVWULDO�3ODQW�DQG�0DWHULDOV�DQG�3URGXFWV
�� (QHUJ\�8WLOLWLHV��LQFOXGLQJ�(QHUJ\�3URGXFWLRQ��(QHUJ\�'LVWULEXWLRQ
�� %DQNLQJ�DQG�,QVXUDQFH��LQFOXGLQJ�%DQNV��/LIH�DQG�1RQ�/LIH�,QVXUDQFH
�� &RQVXPHU�*RRGV��LQFOXGLQJ�3KDUPDFHXWLFDOV��7RLOHWULHV��1XWULWLRQDO�3URGXFWV��+HDOWK�DQG�%HDXW\�3URGXFWV��7REDFFR��%UHZHUV��'LVWLOOHUV��:LQH��)RRG�0DQXIDFWXULQJ
�� 7UDYHO��7RXULVP�DQG�7UDQVSRUW�6HUYLFHV��LQFOXGLQJ�+RWHOV��6KLSSLQJ��$LU�7UDQVSRUW��7UDQVSRUW��7UDQVSRUW�6HUYLFHV
�� 5HWDLO�DQG�OHLVXUH��LQFOXGLQJ�0RWRU�'LVWULEXWLRQ��)RRG�DQG�'ULQN�5HWDLOLQJ��6WRUHV��)RRG�DQG�'ULQN�:KROHVDOLQJ��*HQHUDO�7UDGLQJ�

1RWHV��� �FODVVLILHG��D�SULRUL��DV�HQYLURQPHQWDOO\�VHQVLWLYH��(6��VHFWRUV��VHFWRUV���WR�����WKH�RWKHU�IRXU�VHFWRUV�WKXV�EHLQJ�FODVVLILHG�DV�OHVV�HQYLURQPHQWDOO\�VHQVLWLYH��/(6��VHFWRUV��7KHVH�VHFWRUV�KDYH�EHHQ�DGDSWHG�IURP�7KH�7LPHV����� ������%DUURZ��������UHIHUHQFH�ERRN�XVLQJ�WKUHH�RWKHU�VRXUFHV��*UD\�HW�DO�������F��81(3�,(��������'77,�� ,,6'�DQG�6XVWDLQ$ELOLW\�/WG���������6HFWRUV�QRW� LQFOXGHG� LQ� WKH�VWXG\� DUH�� 3ULQWLQJ�� 0HGLD�� 3XEOLVKLQJ�� 1HZVSDSHUV�� /HDVLQJ�� 5HQWDO�� 'LVWULEXWLRQ�� *HQHUDO�0DQXIDFWXULQJ�� &RQWUDFWLQJ� DQG� &RQVWUXFWLRQ�� $HURVSDFH� DQG� 'HIHQFH�� $JULFXOWXUH� DQG� )LVKHULHV��2WKHU�7UDGH�DQG�6HUYLFHV��0LVFHOODQHRXV��&RQJORPHUDWHV��2WKHU�)LQDQFLDO�DQG�2WKHU�6HUYLFHV��:DWHU�



���

5()(5(1&(6
$EERWW��:��)��DQG�0RQVHQ��5��-����������2Q�WKH�PHDVXUHPHQW�RI�FRUSRUDWH�VRFLDO�UHVSRQVLELOLW\��6HOI�UHSRUWHG� GLVFORVXUHV� DV� D� PHWKRG� RI� PHDVXULQJ� FRUSRUDWH� VRFLDO� LQYROYHPHQW�� $FDGHP\� RI�0DQDJHPHQW�-RXUQDO����������������$EGHO�.KDOLN��$��5��DQG $MLQN\D�%��%����������(PSLULFDO�5HVHDUFK�LQ�$FFRXQWLQJ��$�0HWKRGRORJLFDO�9LHZSRLQW��6DUDVRWD��$PHULFDQ�$FFRXQWLQJ�$VVRFLDWLRQ��$$$��$EHUFURPELH� 1��� +LOO�� 6�� DQG� 7XUQHU�� %�� 6�� �������� 7KH� 3HQJXLQ� 'LFWLRQDU\� RI� 6RFLRORJ\�� 7KLUG�(GLWLRQ��/RQGRQ��3HQJXLQ�$EUDKDPVRQ�� (�� DQG� $PLU�� (�� �������� 7KH� LQIRUPDWLRQ� FRQWHQW� RI� WKH� 3UHVLGHQW¶V� OHWWHU� WR�VKDUHKROGHUV��-RXUQDO�RI�%XVLQHVV�)LQDQFH�	�$FFRXQWLQJ�������������������$EUDKDPVRQ��(��DQG�3DUN��&����������&RQFHDOPHQW�RI�QHJDWLYH�RUJDQL]DWLRQDO�RXWFRPHV��$Q�DJHQF\�WKHRU\�SHUVSHFWLYH��$FDGHP\�RI�0DQDJHPHQW�-RXUQDO�����������������$EUDPV�� )�� ��������0DQDJHULDO� UHVSRQVLELOLWLHV� LQ� D� FRPSOH[� ZRUOG�� LQ� &DUUROO�� 7�� �HG���� %XVLQHVV�(GXFDWLRQ�IRU�&RPSHWHQFH�DQG�5HVSRQVLELOLW\��&KDSHO�+LOO��8QLYHUVLW\�RI�1RUWK�&DUROLQD�3UHVV�$FFRXQWLQJ� 6WDQGDUGV� �IRUPHUO\� 6WHHULQJ�� &RPPLWWHH� �$66&�� �������� 7KH� Corporate 5HSRUW��/RQGRQ��,&$(:�$FFRXQWLQJ�6WDQGDUGV�%RDUG� �$6%�� ��������)LQDQFLDO�5HSRUWLQJ�6WDQGDUG� �)56�����*RRGZLOO� DQG�,QWDQJLEOH�$VVHWV��/RQGRQ��$6%�$FFRXQWLQJ� 6WDQGDUGV� %RDUG �$6%�� �������� )LQDQFLDO� 5HSRUWLQJ� 6WDQGDUG� �)56�� ��� 3URYLVLRQV��&RQWLQJHQW�/LDELOLWLHV�DQG�&RQWLQJHQW�$VVHWV��/RQGRQ��$6%�$FFRXQWLQJ�6WDQGDUGV�%RDUG��$6%����������6WDWHPHQW�RI�3ULQFLSOHV�IRU�)LQDQFLDO�5HSRUWLQJ��/RQGRQ��7KH�$FFRXQWLQJ�6WDQGDUGV�%RDUG�/LPLWHG�$FNHUPDQ�� 5��:�� �������� 7KH� 6RFLDO�&KDOOHQJH� WR� %XVLQHVV�� &DPEULGJH��0$��+DUYDUG�8QLYHUVLW\�3UHVV�$FNHUPDQ��5��:��DQG�%DXHU��5��$�� ��������&RUSRUDWH�6RFLDO�3HUIRUPDQFH��7KH�0RGHUQ�'LOHPPD��5HVWRQ��9$��5HVWRQ�3XEOLVKLQJ�&R�$FNRII��5����������$�&RQFHSW�RI�&RUSRUDWH�3ODQQLQJ��1HZ�<RUN��1<��-RKQ�:LOH\�	�6RQV�$GDPV�� &�� $��� &RXWWV�� $�� DQG� +DUWH�� *�� �����D��� &RUSRUDWH� HTXDO� RSSRUWXQLWLHV� �QRQ��GLVFORVXUH��%ULWLVK�$FFRXQWLQJ�5HYLHZ����������������$GDPV��&��$��DQG�+DUWH��*����������7KH�FKDQJLQJ�SRUWUD\DO�RI�WKH�HPSOR\PHQW�RI�ZRPHQ�LQ�%ULWLVK�EDQNV¶� DQG� UHWDLO� FRPSDQLHV¶� FRUSRUDWH� DQQXDO� UHSRUWV�� $FFRXQWLQJ�� 2UJDQL]DWLRQV� 	� 6RFLHW\�����������������$GDPV�� &�� $��� +LOO�� :�� <�� DQG� 5REHUWV�� &�� %�� �����E��� (QYLURQPHQWDO�� (PSOR\HH� DQG� (WKLFDO�5HSRUWLQJ�LQ�(XURSH��$&&$�5HVHDUFK�5HSRUW�1R������/RQGRQ��$&&$�$GDPV��&��$���+LOO��:��<��DQG�5REHUWV��&��%����������&RUSRUDWH�VRFLDO�UHSRUWLQJ�SUDFWLFHV�LQ�ZHVWHUQ�(XURSH��/HJLWLPDWLQJ�FRUSRUDWH�EHKDYLRXU"�%ULWLVK�$FFRXQWLQJ�5HYLHZ��������������$GDPV��&��$�� DQG�5REHUWV��&��%�� ��������&RUSRUDWH�HWKLFV��$Q� LVVXH�ZRUWK\�RI� UHSRUW"�$FFRXQWLQJ�)RUXP������������������$GDPV�� 5�� �����D���:K\� LV� WKH� HQYLURQPHQWDO� GHEDWH� RI� LQWHUHVW� WR� DFFRXQWDQWV� DQG� DFFRXQWDQF\�ERGLHV"��LQ�2ZHQ��'�/���HG����*UHHQ�5HSRUWLQJ��$FFRXQWDQF\�DQG�WKH�&KDOOHQJH�RI�WKH�1LQHWLHV��/RQGRQ��&KDSPDQ�DQG�+DOO��������$GDPV�� 5�� �����E��� *UHHQ� UHSRUWLQJ� DQG� WKH� FRQVXPHU� PRYHPHQW�� LQ� 2ZHQ�� '�/�� �HG���� *UHHQ�5HSRUWLQJ��$FFRXQWDQF\�DQG�WKH�&KDOOHQJH�RI�WKH�1LQHWLHV��/RQGRQ��&KDSPDQ�DQG�+DOO����������$GDPV� 5��� +RXOGLQ�� 0�� DQG� 6ORPS�� 6�� �������� $� )((� DSSURDFK� WR� HQYLURQPHQWDO� DFFRXQWLQJ��$FFRXQWLQJ�DQG�%XVLQHVV��0D\��������$GDPV��5��DQG�-DFNVRQ��5����������&RUSRUDWH�VXVWDLQDELOLW\��:RUOG�$FFRXQWLQJ�5HSRUW��������$SULO�����
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$GHU��&��5����������$�ORQJLWXGLQDO�VWXG\�RI�DJHQGD�VHWWLQJ�IRU�WKH�LVVXH�RI�HQYLURQPHQWDO�SROOXWLRQ�-RXUQDOLVP�DQG�0DVV�&RPPXQLFDWLRQ�-RXUQDO���������������$GOHU�� 5��:�� DQG�0LOQH��0�� -�� ��������0HGLD� H[SRVXUH�� FRPSDQ\� VL]H�� LQGXVWU\� VRFLDO� GLVFORVXUH�SUDFWLFHV�� SDSHU� SUHVHQWHG� DW� WKH� �WK ,QWHUGLVFLSOLQDU\� 3HUVSHFWLYHV� RQ� $FFRXQWLQJ� �,3$��&RQIHUHQFH��0DQFKHVWHU�$GYLVRU\�&RPPLWWHH�RQ�%XVLQHVV�DQG�WKH�(QYLURQPHQW��$&%(����������(QYLURQPHQWDO�UHSRUWLQJ�DQG�WKH�ILQDQFLDO�VHFWRU�±�DQ�DSSURDFK�WR�JRRG�SUDFWLFH��/RQGRQ��'R(�'7,�$GYLVRU\�&RPPLWWHH�RQ�&RUSRUDWH�'LVFORVXUH�WR�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��$&&'����������5HSRUW�RI�$GYLVRU\�&RPPLWWHH�RQ�&RUSRUDWH�'LVFORVXUH�WR�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��$&&'��1RYHPEHU������$N]R�1��9����������&KORULQH�DQG�VRFLHW\��7KH�UROH�RI�$N]R��$PHUVIRRUW��WKH�1HWKHUODQGV��$N]R�1�9�$OFKLDQ�� $�� $�� �������� &RUSRUDWH�PDQDJHPHQW� DQG� SURSHUW\� ULJKWV�� LQ�0DQQH��+�� �HG���� (FRQRPLF�3ROLF\� DQG� WKH� 5HJXODWLRQ� RI� &RUSRUDWH� 6HFXULWLHV�� �������� $PHULFDQ� (QWHUSULVH� ,QVWLWXWH��:DVKLQJWRQ��'&�$OFKLDQ��$��$��DQG�'HPVHW]� +�� ��������3URGXFWLRQ�� LQIRUPDWLRQ�FRVWV��DQG�HFRQRPLF�RUJDQL]DWLRQ��$PHULFDQ�(FRQRPLF�5HYLHZ����������������$OGDJ��5��-��DQG�%DUWRO��.��0����������(PSLULFDO�VWXGLHV�RI�FRUSRUDWH�VRFLDO�SHUIRUPDQFH�DQG�SROLF\��D�VXUYH\�RI�SUREOHPV�DQG�UHVXOWV��LQ�3UHVWRQ��/�(���HG����5HVHDUFK�LQ�&RUSRUDWH�6RFLDO�3HUIRUPDQFH�DQG�3ROLF\�������������*UHHQZLFK��&7��-$,�3UHVV�$OGULFK��+��DQG�:KHWWRQ��'����������2UJDQL]DWLRQ�VHWV��$FWLRQ�6HWV��DQG�1HWZRUNV��0DNLQJ�WKH�0RVW�RI� 6LPSOLFLW\�� LQ� 1\VWURP�� 3�� DQG� 6WDUEXFN�� :�� �HGV��� +DQGERRN� RI� 2UJDQL]DWLRQDO� 'HVLJQ��9ROXPHV���DQG����1HZ�<RUN��1<��2[IRUG�8QLYHUVLW\�3UHVV��9RO�������������$OH[DQGHU�� *�� -�� DQG� %XFKKRO]�� 5�� $�� �������� &RUSRUDWH� VRFLDO� UHVSRQVLELOLW\� DQG� VWRFN� PDUNHW�SHUIRUPDQFH��$FDGHP\�RI�0DQDJHPHQW�-RXUQDO����������������$OL��6��+����������6KDGHV�RI�JUHHQ��1*2V�FRDOLWLRQV��PLQLQJ�FRPSDQLHV�DQG�WKH�SXUVXLW�RI�QHJRWLDWLQJ�SRZHU��LQ�%HQGHOO��-���HG����7HUPV�IRU�(QGHDUPHQW��%XVLQHVV�1*2V�DQG�6XVWDLQDEOH�'HYHORSPHQW��6KHIILHOG��*UHHQOHDI�3XEOLVKLQJ��������$O�1DMMDU��)��.����������6RFLDO�GLVFORVXUH�RI�8�6��)RUWXQH�����FRUSRUDWLRQV��SDSHU�SUHVHQWHG�DW�WKH��WK:RUOG�&RQJUHVV�RI�WKH�,QWHUQDWLRQDO�$VVRFLDWLRQ�IRU�$FFRXQWLQJ�(GXFDWLRQ�DQG�5HVHDUFK��3DULV��)UDQFH��2FWREHU�������$ORLVL� GH�/DUGHUHO�� -�� �������� )RUHZRUG� WR�7KH�*UHHQ�%RWWRP�/LQH��(QYLURQPHQWDO�$FFRXQWLQJ� IRU�0DQDJHPHQW�� &XUUHQW�3UDFWLFH�DQG�)XWXUH�7UHQGV��%HQQHWW��0��DQG�-DPHV��3����HGV����6KHIILHOG��*UHHQOHDI�3XEOLVKLQJ�$OYHVVRQ��0��DQG�:LOOPRWW��+���HGV�����������&ULWLFDO�0DQDJHPHQW�6WXGLHV��/RQGRQ��6DJH�$PEOHU��7�� DQG�:LOVRQ��$�� ��������3UREOHPV�RI�6WDNHKROGHU�7KHRU\��%XVLQHVV�(WKLFV��$�(XURSHDQ�5HYLHZ�������������$PHULFDQ�$FFRXQWLQJ�$VVRFLDWLRQ� �$$$�� �����D���$�7HQWDWLYH�6WDWHPHQW�RI�$FFRXQWLQJ�3ULQFLSOHV�DQG�8QGHUO\LQJ�&RUSRUDWH�)LQDQFLDO�6WDWHPHQWV��(YDVWRQ��,OOLQRLV��$$$�$PHULFDQ�$FFRXQWLQJ�$VVRFLDWLRQ� �$$$�� �����E���$� WHQWDWLYH� VWDWHPHQW� RQ� DFFRXQWLQJ� SULQFLSOHV�DIIHFWLQJ�FRUSRUDWH�UHSRUWV��7KH�$FFRXQWLQJ�5HYLHZ��-XQH���������$PHULFDQ� $FFRXQWLQJ� $VVRFLDWLRQ� �$$$��� &RPPLWWHH� RQ� &RQFHSWV� DQG� 6WDQGDUGV� IRU� ([WHUQDO�)LQDQFLDO�5HSRUWV���������$�6WDWHPHQW�RI�%DVLF�$FFRXQWLQJ�7KHRU\��$62%$7���(YDVWRQ��,OOLQRLV��$$$�$PHULFDQ�$FFRXQWLQJ�$VVRFLDWLRQ� �$$$���&RPPLWWHH� RQ�(QYLURQPHQWDO�(IIHFWV� RI�2UJDQL]DWLRQDO�%HKDYLRXU� �����D��� 5HSRUW� RI� WKH� FRPPLWWHH� RQ� HQYLURQPHQWDO� HIIHFWV� RI� RUJDQL]DWLRQDO�EHKDYLRXU��7KH�$FFRXQWLQJ�5HYLHZ������6XSSOHPHQW����������$PHULFDQ� $FFRXQWLQJ� $VVRFLDWLRQ� �$$$��� &RPPLWWHH� RQ� +XPDQ� 5HVRXUFH� $FFRXQWLQJ� �����E���5HSRUW� RI� WKH� FRPPLWWHH� RQ� KXPDQ� UHVRXUFH� DFFRXQWLQJ�� 7KH� $FFRXQWLQJ� 5HYLHZ�� ����6XSSOHPHQW�����������
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$PHULFDQ� $FFRXQWLQJ� $VVRFLDWLRQ� �$$$��� &RPPLWWHH� RQ� 0HDVXUHPHQW� RI� 6RFLDO� &RVWV� ��������5HSRUW� RI� WKH� FRPPLWWHH� RQ� WKH� PHDVXUHPHQW� RI� VRFLDO� FRVWV�� 7KH� $FFRXQWLQJ� 5HYLHZ�� ����6XSSOHPHQW����������$PHULFDQ� $FFRXQWLQJ� $VVRFLDWLRQ� �$$$��� &RPPLWWHH� RQ� &RQFHSWV� DQG� 6WDQGDUGV� IRU� ([WHUQDO�)LQDQFLDO� 5HSRUWV� �����D��� 5HSRUW� RI� WKH� FRPPLWWHH� RQ� FRQFHSWV� DQG� VWDQGDUGV� IRU� H[WHUQDO�ILQDQFLDO�UHSRUWV��7KH�$FFRXQWLQJ�5HYLHZ������6XSSOHPHQW���������$PHULFDQ� $FFRXQWLQJ� $VVRFLDWLRQ� �$$$��� &RPPLWWHH� RQ� 6RFLDO� &RVWV� �����E��� 5HSRUW� RI� WKH�FRPPLWWHH�RQ�VRFLDO�FRVWV��7KH�$FFRXQWLQJ�5HYLHZ������6XSSOHPHQW���������$PHULFDQ�$FFRXQWLQJ�$VVRFLDWLRQ��$$$���&RPPLWWHH�RQ�$FFRXQWLQJ�IRU�6RFLDO�3HUIRUPDQFH���������5HSRUW� RI� WKH� FRPPLWWHH� RQ� DFFRXQWLQJ� IRU� VRFLDO� SHUIRUPDQFH�� 7KH� $FFRXQWLQJ� 5HYLHZ�� ����6XSSOHPHQW���������$PHULFDQ� $FFRXQWLQJ� $VVRFLDWLRQ� �$$$��� &RPPLWWHH� RQ� &RQFHSWV� DQG� 6WDQGDUGV� IRU� ([WHUQDO�)LQDQFLDO�5HSRUWV� ��������6WDWHPHQW�RI�$FFRXQWLQJ�7KHRU\�DQG�7KHRU\�$FFHSWDQFH��62$7$7$��6DUDVRWD��$$$�$PHULFDQ�,QVWLWXWH�RI�&HUWLILHG�3XEOLF�$FFRXQWDQWV��$,&3$����������5HSRUW�RI�WKH�6WXG\�*URXS�RQ�WKH�2EMHFWLYHV� RI�)LQDQFLDO� 6WDWHPHQWV��5HSRUW� RI� WKH� 6WXG\�*URXS�RQ� WKH�2EMHFWLYHV�RI�)LQDQFLDO�6WDWHPHQWV �7UXHEORRG���1HZ�<RUN��1<��$,&3$�$PHULFDQ�,QVWLWXWH�RI &HUWLILHG�3XEOLF�$FFRXQWDQWV��$,&3$���&RPPLWWHH�RQ�6RFLDO�0HDVXUHPHQW�RI�WKH�$,&3$���������7KH�0HDVXUHPHQW�RI�&RUSRUDWH�6RFLDO�3HUIRUPDQFH��1HZ�<RUN��1<��$,&3$�$PHULFDQ� ,QVWLWXWH� RI�&HUWLILHG� 3XEOLF�$FFRXQWDQWV� �$,&3$���5HSRUW� RI� WKH�6SHFLDO�&RPPLWWHH� RQ)LQDQFLDO� 5HSRUWLQJ� �7KH� -HQNLQV� &RPPLWWHH�� �������� ,PSURYLQJ� %XVLQHVV� 5HSRUWLQJ� ± $�FXVWRPHU�IRFXV��0HHWLQJ�WKH�LQIRUPDWLRQ�QHHGV�RI�LQYHVWRUV�DQG�FUHGLWRUV��1HZ�<RUN��$,&3$�$PHULFDQ� ,QVWLWXWH� RI� &HUWLILHG� 3XEOLF� $FFRXQWDQWV� �$,&3$�� �������� 6WDWHPHQW� RI 3RVLWLRQ� RQ�(QYLURQPHQWDO�5HPHGLDWLRQ�/LDELOLWLHV��623��������-RXUQDO�RI�$FFRXQWDQF\�����������������$PHUQLF�� -�� �������� $� FDVH� VWXG\� LQ� FRUSRUDWH� ILQDQFLDO� UHSRUWLQJ�� 0DVVH\�)HUJXVRQ¶V� YLVLEOH�DFFRXQWLQJ�GHFLVLRQV������������&ULWLFDO�3HUVSHFWLYHV�RQ�$FFRXQWLQJ�������������$QGHUVRQ��-��&��DQG�)UDQNOH��$��:����������9ROXQWDU\�VRFLDO�UHSRUWLQJ��$Q�LVR�EHWD�SRUWIROLR�DQDO\VLV��7KH�$FFRXQWLQJ�5HYLHZ����������������$QGHUVRQ��-��:��-U����������&RUSRUDWH�6RFLDO�5HVSRQVLELOLW\��1HZ�<RUN��4XRUXP�%RRNV�$QGHUVHQ� 0��6����������*RYHUQDQFH�E\�*UHHQ�7D[HV� 0DNLQJ�3ROOXWLRQ�3UHYHQWLRQ�3D\��0DQFKHVWHU��8.��0DQFKHVWHU�8QLYHUVLW\�3UHVV�$QGHUVRQ�� 5�� +�� �������� $WWLWXGHV� RI� FKDUWHUHG� DFFRXQWDQWV� WR� VRFLDO� UHVSRQVLELOLW\� DFFRXQWLQJ� LQ�$XVWUDOLD��7KH�&KDUWHUHG�$FFRXQWDQW�LQ $XVWUDOLD���������������$QGHUVRQ��5��+�� DQG�(SVWHLQ��0�� ��������7KH�XVHIXOQHVV�RI�DQQXDO� UHSRUWV��$XVWUDOLDQ�$FFRXQWDQW��$SULO�������$QGUHZ�� %�� +��� *XO�� )�� $��� *XWKULH�� -�� (�� DQG� 7HRK�� +�� <�� �������� $� QRWH� RQ� FRUSRUDWH� VRFLDO�GLVFORVXUH� SUDFWLFHV� LQ� GHYHORSLQJ� FRXQWULHV�� WKH� FDVH� RI� 0DOD\VLD� DQG� 6LQJDSRUH�� %ULWLVK�$FFRXQWLQJ�5HYLHZ����������������$QVKHQ��0����������&RUSRUDWH�6WUDWHJLHV�IRU�6RFLDO�3HUIRUPDQFH��6WXGLHV�LQ�WKH�0RGHUQ�&RUSRUDWLRQ��*UDGXDWH�6FKRRO�RI�%XVLQHVV�&ROXPELD�8QLYHUVLW\��1HZ�<RUN��1<��0DFPLOODQ�$QVRII��,����������&RUSRUDWH�6WUDWHJ\��1HZ�<RUN��1<��0F*UDZ�+LOO�$SWHU��'��(����������7KH�3ROLWLFV�RI�0RGHUQL]DWLRQ� &KLFDJR��7KH�8QLYHUVLW\�RI�&KLFDJR�3UHVV�$UFKLEDOG�� 7�� 5�� �������� 6WRFN� PDUNHW� UHDFWLRQ� WR� WKH� GHSUHFLDWLRQ� VZLWFK�EDFN�� 7KH� $FFRXQWLQJ�5HYLHZ���������������$UJDQG}QD��$����������7KH�VWDNHKROGHU�WKHRU\�DQG�WKH�FRPPRQ�JRRG��-RXUQDO�RI�%XVLQHVV�(WKLFV��������������$UJHQWL��-����������<RXU�RUJDQL]DWLRQ��:KDW�LV�LW�IRU" /RQGRQ��0F*UDZ�+LOO�$UJ\ULV��&����������7KH�LPSDFWV�RI�EXGJHWV�RQ�SHRSOH��7KH�&RQWUROOHUVKLS�)RXQGDWLRQ��1HZ�<RUN$ULVWRWOH���������7KH�3ROLWLFV��+DUPRQGVZRUWK��3HQJXLQ�
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$UORZ�� 3�� DQG� *DQQRQ�� 0�� �������� 6RFLDO� UHVSRQVLYHQHVV�� FRUSRUDWH� VWUXFWXUH�� DQG� HFRQRPLF�SHUIRUPDQFH��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ������� �������$UPVWURQJ�� 3�� �������� &RQWUDGLFWLRQ� DQG� VRFLDO� G\QDPLFV� LQ� WKH� FDSLWDOLVW� DJHQF\� UHODWLRQVKLS��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\�������� �����$UQROG��3��-����������7KH�VWDWH�DQG�SROLWLFDO�WKHRU\�LQ�FRUSRUDWH�VRFLDO�GLVFORVXUH�UHVHDUFK��$�UHVSRQVH�WR�*XWKULH�DQG�3DUNHU��$GYDQFHV�LQ�3XEOLF�,QWHUHVW�$FFRXQWLQJ������������$UQROG��3��DQG�+DPPRQG�7����������7KH�UROH�RI�DFFRXQWLQJ�LQ�LGHRORJLFDO�FRQIOLFW��/HVVRQV�IURP�WKH�6RXWK�$IULFDQ�GLYHVWPHQW�PRYHPHQW��$FFRXQWLQJ�2UJDQL]DWLRQV�	�6RFLHW\����������������$UQVWHLQ��6��5����������$�ODGGHU�RI�FLWL]HQ�SDUWLFLSDWLRQ��$PHULFDQ�,QVWLWXWH�RI�3ODQQHUV��-XO\���������$UULQJWRQ��(����������,QWHOOHFWXDO�W\UDQQ\�DQG�WKH�SXEOLF�LQWHUHVW��7KH�TXHVW�IRU�WKH�+RO\�*UDLO�DQG�WKH�TXDOLW\�RI�OLIH��$GYDQFHV�LQ�3XEOLF�,QWHUHVW $FFRXQWLQJ���� �����$UULQJWRQ��&��(��DQG�)UDQFLV��-��5����������/HWWLQJ�WKH�FKDW�RXW�RI�WKH�EDJ��'HFRQVWUXFWLRQ��SULYLOHJH�DQG�DFFRXQWLQJ�UHVHDUFK��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\����������������$UULQJWRQ��&�� (�� DQG� 3X[W\��$��*�� ��������$FFRXQWLQJ�� LQWHUHVWV� DQG� UDWLRQDOLW\��$� FRPPXQLFDWLYH�UHODWLRQ��&ULWLFDO�3HUVSHFWLYHV�RQ�$FFRXQWLQJ��������������$UURZ��.�� -�� ��������8QFHUWDLQW\� DQG� WKH�ZHOIDUH� HFRQRPLFV� RI�PHGLFDO� FDUH��$PHULFDQ�(FRQRPLF�5HYLHZ�������������$UWV��%��-��0����������µ*UHHQ�DOOLDQFHV¶�RI�EXVLQHVV�DQG�1*2V��1HZ�VW\OHV�RI�VHOI�UHJXODWLRQ�RU�µGHDG�HQG� URDGV¶"�� SDSHU� SUHVHQWHG� DW� WKH� �UG� DQQXDO� V\PSRVLXP�RI� WKH�(QYLURQPHQWDO�0DQDJHPHQW�$FFRXQWLQJ�1HWZRUN��(0$1���1LMPHJHQ��WKH�1HWKHUODQGV�$UYLOO��5���������0DQ�DQG�HQYLURQPHQW��&ULVLV�DQG�WKH�VWUDWHJ\�RI�FKRLFH��+DUPRQGVZRUWK��3HQJXLQ�$VKIRUWK�� %�� (�� DQG� *LEEV�� %�� :�� �������� 7KH� GRXEOH�HGJH� RI� RUJDQL]DWLRQDO� OHJLWLPL]DWLRQ��2UJDQL]DWLRQ�6FLHQFH���������������$VVRFLDWLRQ�RI�&KDUWHUHG�&HUWLILHG�$FFRXQWDQWV��$&&$���������������8.�(QYLURQPHQWDO�5HSRUWLQJ�$ZDUGV��(5$��� 5HSRUW�RI�WKH�MXGJHV��$&&$��/RQGRQ�$VVRFLDWLRQ� RI� &KDUWHUHG� &HUWLILHG� $FFRXQWDQWV� �$&&$�� �������� $&&$� ����� (QYLURQPHQWDO�5HSRUWLQJ�$ZDUGV��7KH� UHSRUW�RI� WKH� MXGJHV�DQG� UHYLHZ�RI�RWKHU� UHSRUWLQJ� LQLWLDWLYHV� /RQGRQ��$&&$�$VVRFLDWLRQ� RI�&KDUWHUHG�&HUWLILHG�$FFRXQWDQWV� �$&&$�� ��������$Q� LQWURGXFWLRQ� WR� HQYLURQPHQWDO�UHSRUWLQJ��$&&$�ZHE�VLWH�SXEOLFDWLRQ��KWWS���ZZZ�DFFD�JOREDO�FRP�SXEOLFDWLRQV��$VVRFLDWLRQ� RI� &KDUWHUHG� &HUWLILHG� $FFRXQWDQWV� �$&&$�� �����D��� 7KH� %LJ� 3LFWXUH�� KRZ� WKH�HQYLURQPHQW�LQIOXHQFHV�FRUSRUDWH�SURILW��/RQGRQ��&HUWLILHG�$FFRXQWDQWV�(GXFDWLRQDO�7UXVW�$VVRFLDWLRQ� RI� &KDUWHUHG� &HUWLILHG� $FFRXQWDQWV� �$&&$�� �����E��� $&&$� 8.� DZDUGV� IRU�6XVWDLQDELOLW\�5HSRUWLQJ�������5HSRUW�RI�WKH�-XGJHV��/RQGRQ��&HUWLILHG�$FFRXQWDQWV�(GXFDWLRQDO�7UXVW�$VVRFLDWLRQ� RI� &KDUWHUHG� &HUWLILHG� $FFRXQWDQWV� �$&&$��8QLWHG� 1DWLRQV� (QYLURQPHQW� 3URJUDPPH��81(3��'LYLVLRQ�RI�7HFKQRORJ\��,QGXVWU\�DQG�(FRQRPLFV��'7,(� ��������$FFRXQWLQJ��,QGXVWU\�DV�D�SDUWQHU�IRU�VXVWDLQDEOH�GHYHORSPHQW��/RQGRQ��$&&$�81(3�$VVRFLDWLRQ�RI�&KDUWHUHG�&HUWLILHG�$FFRXQWDQWV�DQG�$VSLQZDOO�DQG�&R����������*XLGH�WR�(QYLURQPHQW�DQG�(QHUJ\�5HSRUWLQJ�DQG�$FFRXQWLQJ�������/RQGRQ��$&&$�$XSSHUOH�� .�� (��� &DUUROO�� $�� %�� DQG� +DWILHOG�� -�� '�� �������� $Q� HPSLULFDO� H[DPLQDWLRQ� RI� WKH�UHODWLRQVKLS� EHWZHHQ� FRUSRUDWH� VRFLDO� UHVSRQVLELOLW\� DQG�SURILWDELOLW\��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ����������������$XVWUDOLDQ� $FFRXQWLQJ� 5HVHDUFK� )RXQGDWLRQ� �$$5)�� �������� 'HILQLWLRQ� DQG� 5HFRJQLWLRQ� RI WKH�(OHPHQWV�RI�)LQDQFLDO�6WDWHPHQWV��6$&���&DXOILHOG��$XVWUDOLD��$$5)�$XVWUDOLDQ�$FFRXQWLQJ�6WDQGDUGV�%RDUG��$$6%����������$$6%�������$FFRXQWLQJ�IRU�WKH�([WUDFWLYH�,QGXVWULHV��6\GQH\��$$5)�
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$XVWUDOLDQ� $FFRXQWLQJ� 6WDQGDUGV� %RDUG� 8UJHQW� ,VVXHV� *URXS� �������� $EVWUDFW� ��� 'LVFORVXUH� RI�$FFRXQWLQJ�3ROLFLHV� IRU� 5HVWRUDWLRQ�2EOLJDWLRQV� LQ� WKH�([WUDFWLYH� ,QGXVWULHV� �8,*����� 6\GQH\��$$5)�$XVWUDOLDQ� &RQVHUYDWLRQ� )RXQGDWLRQ� �������� *UHHQ� 3DJHV� ����������� 'LUHFWRU\� RI� (QYLURQPHQW�*URXSV�LQ�$XVWUDOLD�$\HU��$��-����������/DQJXDJH��WUXWK�DQG�ORJLF��/RQGRQ��3HOLFDQ�$]]RQH�� *��� 0DQ]LQL�� 5�� DQG� 1RFL�� *�� �������� (YROXWLRQDU\� WUHQGV� LQ� HQYLURQPHQWDO� UHSRUWLQJ��%XVLQHVV�6WUDWHJ\�DQG�WKH�(QYLURQPHQW���������������%DEELH�� (�� �������� 7KH� 3UDFWLFH� RI� 6RFLDO� 5HVHDUFK�� )LIWK� (GLWLRQ�� %HOPRQW�� &$�� :DGVZRUWK�3XEOLVKLQJ�%DFKUDFK��3��DQG�%DUDW]��0��6����������7KH�WZR�IDFHV�RI�SRZHU��$PHULFDQ�3ROLWLFDO�6FLHQFH�5HYLHZ�������� ��������%DLOH\��'���+DUWH��*��DQG�6XJGHQ��5����������0DNLQJ�7UDQVQDWLRQDOV�$FFRXQWDEOH��$�6LJQLILFDQW�6WHS�IRU�%ULWDLQ��/RQGRQ��5RXWOHGJH�%DLOH\��'���+DUWH��*��DQG�6XJGHQ��5�� ��������7KH�FDVH�IRU�D�PRQLWRULQJ�SROLF\�DFURVV�(XURSH��1HZ�3ROLWLFDO�(FRQRP\����������������%DLOH\�� '��� +DUWH�� *�� DQG� 6XJGHQ�� 5�� �������� &RUSRUDWH� VRFLDO� GLVFORVXUH� DQG� WKH� GHUHJXODWLRQ� RI�LQWHUQDWLRQDO�LQYHVWPHQW��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO����������������%DLPDQ�� 6�� �������� $JHQF\� UHVHDUFK� LQ� PDQDJHULDO� DFFRXQWLQJ�� D� VXUYH\�� -RXUQDO� RI� $FFRXQWLQJ�/LWHUDWXUH�����6SULQJ����������%DOO��$���2ZHQ��'��/��DQG�*UD\��5��+����������([WHUQDO�WUDQVSDUHQF\�RU�LQWHUQDO�FDSWXUH"�7KH�UROH�RI�WKLUG�SDUW\�VWDWHPHQWV�LQ�DGGLQJ�YDOXH�WR�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWV��%XVLQHVV�6WUDWHJ\�DQG�WKH�(QYLURQPHQW�������������%DOO��5����������&KDQJHV�LQ�DFFRXQWLQJ�WHFKQLTXHV�DQG�VWRFN�SULFHV��-RXUQDO�RI�$FFRXQWLQJ�5HVHDUFK���6XSSOHPHQW��������%DOO��5��DQG�%URZQ��3�� ��������$Q�HPSLULFDO�HYDOXDWLRQ�RI�DFFRXQWLQJ� LQFRPH�QXPEHUV��-RXUQDO�RI�$FFRXQWLQJ�5HVHDUFK������������%DOO��5��DQG�)RVWHU��*����������&RUSRUDWH�ILQDQFLDO�UHSRUWLQJ��$�PHWKRGRORJLFDO�UHYLHZ�RI�HPSLULFDO�UHVHDUFK��-RXUQDO�RI�$FFRXQWLQJ�5HVHDUFK��6XSSOHPHQW�� ������������%DOO��5�DQG�:DWWV��5����������6RPH�WLPH�VHULHV�SURSHUWLHV�RI�DFFRXQWLQJ�LQFRPH��-RXUQDO�RI�)LQDQFH������������%DQN�-RUJHQVHQ�� +�� �������� 7KH� µ*UHHQ� $FFRXQW¶� RI� WKH� 'DQLVK� 6WHHO� :RUNV� /WG�� 6RFLDO� DQG�(QYLURQPHQWDO�$FFRXQWLQJ�������������%DQQRFN��*���%D[WHU��5��(��DQG�'DYLV��(�� ��������'LFWLRQDU\�RI�(FRQRPLFV��)LIWK�(GLWLRQ��/RQGRQ��3HQJXLQ�%DQVDO��3����������:K\�'R�)LUPV�*R�*UHHQ"�7KH�&DVH�IRU�2UJDQL]DWLRQDO�/HJLWLPDF\��XQSXEOLVKHG�'�3KLO��WKHVLV��2[IRUG�8QLYHUVLW\��2[IRUG�%DUHILHOG�� 5��0�� DQG�&RPLVNH\�� (�� (�� �������� 7KH� VPRRWKLQJ� K\SRWKHVLV��$Q� DOWHUQDWLYH� WHVW�� 7KH�$FFRXQWLQJ�5HYLHZ�����������������%DUOH\��1����������7KH�,QQRFHQW�$QWKURSRORJLVW��/RQGRQ��3HQJXLQ�%RRNV�%DUQHV��%����������,�6��.XKQ�DQG�6RFLDO�6FLHQFH��1HZ�<RUN��1<��&ROXPELD�8QLYHUVLW\�3UHVV�%DUQH\��-����������7KH�GHEDWH�EHWZHHQ�WUDGLWLRQDO�PDQDJHPHQW�WKHRU\�DQG�RUJDQL]DWLRQDO�HFRQRPLFV��6XEVWDQWLYH�GLIIHUHQFHV�RU�LQWHUJURXS�FRQIOLFW"�$FDGHP\�RI�0DQDJHPHQW�5HYLHZ�������������%DUU�� 3�� 6��� 6WLPSHUW�� -�� /�� DQG� +XII�� $�� 6�� �������� &RJQLWLYH� FKDQJH�� VWUDWHJLF� DFWLRQ�� DQG�RUJDQL]DWLRQDO�UHQHZDO��6WUDWHJLF�0DQDJHPHQW�-RXUQDO������������%DUURZ�0���HG�����������7KH�7LPHV������������/RQGRQ��7LPHV�%RRNV��%DUURZ��0���HG�����������7KH�7LPHV������������/RQGRQ��7LPHV�%RRNV�%DUWRORPHR�� 0�� �������� $� SUDFWLFDO� DSSURDFK� WR� LQWHJUDWHG� HQYLURQPHQWDO� DFFRXQWLQJ�� WKH� $JLS�3HWUROHXP�&DVH�6WXG\��0LODQ��,WDO\��7KH�)RQGD]LRQH�(QL�(QULFR�0DWWHL��)((0��
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%DUWRORPHR�� 0��� %HQQHWW�� 0��� %RXPD�� -�� -��� +H\GNDPS�� 3��� -DPHV�� 3�� DQG� :ROWHUV�� 7�� ��������(QYLURQPHQWDO�PDQDJHPHQW�DFFRXQWLQJ�LQ�(XURSH��FXUUHQW�SUDFWLFH�DQG�IXWXUH�SRWHQWLDO��(XURSHDQ�$FFRXQWLQJ�5HYLHZ��������������%DUWRQ��6���+LOO��1��DQG�6XQGDUDP��6����������$Q�HPSLULFDO�WHVW�RI�VWDNHKROGHU�SUHGLFWLRQV�RI�FDSLWDO�VWUXFWXUH��)LQDQFLDO�0DQDJHPHQW� 6SULQJ��������%DVX��$���/DO��5���6ULQLYDVDQ��9��DQG�6WDHOLQ��5����������6DOHVIRUFH�FRPSHQVDWLRQV�SODQV��$Q�DJHQF\�WKHRUHWLF�SHUVSHFWLYH��0DUNHWLQJ�6FLHQFH������������%DXHU�5��$����������7KH�FRUSRUDWH�VRFLDO�DXGLW��JHWWLQJ�RQ�WKH�OHDUQLQJ�FXUYH��&DOLIRUQLD�0DQDJHPHQW�5HYLHZ��)DOO�������%DXHU��5��$���&DXWKURQ��7��/��DQG�:DUQHU��5��3����������0DQDJHPHQW�SURFHVV�DXGLW�JXLGH��%RVWRQ��+DUYDUG�%XVLQHVV�6FKRRO�3UHVV�%DXHU��5��$��DQG�)HQQ��'��+���-U�����������:KDW�LV D�FRUSRUDWH�VRFLDO�DXGLW"�+DUYDUG�%XVLQHVV�5HYLHZ������������%DXPRO��:��-����������%XVLQHVV�%HKDYLRXU��9DOXH�DQG�*URZWK��1HZ�<RUN��1<��0DFPLOODQ�%D\��1��DQG�3HWLW��&����������&RPSDQ\�ERDUGV��/RRNLQJ�IRU�EDODQFH��$XVWUDOLDQ�&3$��$SULO��������%D\HU�$*��$QQXDO�5HSRUW�������/HYHUNXVHQ��*HUPDQ\��%D\HU�$*�%D\HU� $*� �������� &KHPLVWU\� ZLWK� &KORULQH�� 2SSRUWXQLWLHV� ± 5LVNV� ± 3HUVSHFWLYHV�� /HYHUNXVHQ��*HUPDQ\��%D\HU�$*�3XEOLF�5HODWLRQV�'HSDUWPHQW�%D\HU�$*���������%D\HU¶V�3HUVSHFWLYH�RQ�(FRORJ\��3UHVV�)RUXP�KHOG�LQ�/HYHUNXVHQ�RQ�-XO\���DQG��������/HYHUNXVHQ��*HUPDQ\��%D\HU�$*�3XEOLF�5HODWLRQV�'HSDUWPHQW�%HDPV��)��$��DQG�)HUWLJ��3��(�� ��������3ROOXWLRQ�FRQWURO� WKURXJK�VRFLDO�FRVW�FRQYHUVLRQ�� -RXUQDO�RI�$FFRXQWDQF\�������������%HDWWLH� 9�� DQG� -RQHV�� 0�� -�� �������� 7KH� XVH� DQG� DEXVH� RI� JUDSKV� LQ� DQQXDO� UHSRUWV�� 7KHRUHWLFDO�IUDPHZRUN�DQG�HPSLULFDO�VWXG\��$FFRXQWLQJ�	�%XVLQHVV�5HVHDUFK�������������������%HDWWLH��9��DQG�-RQHV��0����������$Q�HPSLULFDO�VWXG\�RI�JUDSKLFDO� IRUPDW�FKRLFHV�LQ�FKDULW\�DQQXDO�UHSRUWV��)LQDQFLDO�$FFRXQWDELOLW\�DQG�0DQDJHPHQW����������������%HDYHU�� :�� +�� �������� 7KH� LQIRUPDWLRQ� FRQWHQW� RI� DQQXDO� HDUQLQJV� DQQRXQFHPHQWV�� (PSLULFDO�5HVHDUFK�LQ�$FFRXQWLQJ��6HOHFWHG�6WXGLHV��������VXSSOHPHQW�WR�-RXUQDO�RI�$FFRXQWLQJ�5HVHDUFK�������%HDYHU��:��+����������7KH�EHKDYLRXU�RI�VHFXULW\�SULFHV�DQG�LWV�LPSOLFDWLRQV�IRU�DFFRXQWLQJ�UHVHDUFK��PHWKRGV���7KH�$FFRXQWLQJ�5HYLHZ��6XSSOHPHQW����������%HDYHU�� :�� +�� �������� )LQDQFLDO� 5HSRUWLQJ�� $Q� $FFRXQWLQJ� 5HYROXWLRQ�� (QJOHZRRG� &OLIIV�� 1HZ�-HUVH\��3UHQWLFH�+DOO�%HDYHU��:��+��DQG�'HPVNL��-����������7KH�1DWXUH�RI�,QFRPH�0HDVXUHPHQW��7KH�$FFRXQWLQJ�5HYLHZ��-DQXDU\�����%HEELQJWRQ�� -�� �������� 7KH�(&� ILIWK� DFWLRQ� SODQ�� WRZDUGV� VXVWDLQDELOLW\�� 6RFLDO� DQG�(QYLURQPHQWDO�$FFRXQWLQJ���������������%HEELQJWRQ��-����������&RPSXOVRU\�HQYLURQPHQWDO�UHSRUWLQJ�LQ�'HQPDUN��$Q�HYDOXDWLRQ��6RFLDO�DQG�(QYLURQPHQWDO�$FFRXQWLQJ�������������%HEELQJWRQ��-����������6XVWDLQDEOH�GHYHORSPHQW��$�UHYLHZ�RI�WKH�LQWHUQDWLRQDO�GHYHORSPHQW��EXVLQHVV�DQG�DFFRXQWLQJ�OLWHUDWXUH��$FFRXQWLQJ�)RUXP�����������������%HEELQJWRQ�� .�� -�� DQG� *UD\�� 5�� +�� �������� $FFRXQWLQJ�� (QYLURQPHQW� DQG� 6XVWDLQDELOLW\�� %XVLQHVV�6WUDWHJ\�DQG�WKH�(QYLURQPHQW��6XPPHU�������%HEELQJWRQ��.��-��DQG�*UD\��5��+����������,QFHQWLYHV�DQG�GLVLQFHQWLYHV�IRU�WKH DGRSWLRQ�RI�VXVWDLQDEOH�GHYHORSPHQW�E\�WUDQVQDWLRQDO�FRUSRUDWLRQV��,QWHUQDWLRQDO�$FFRXQWLQJ�DQG�5HSRUWLQJ�,VVXHV�������5HYLHZ��*HQHYD��8QLWHG�1DWLRQV�������������%HEELQJWRQ�� -�� DQG� *UD\� 5�� �������� µ6XVWDLQDEOH� 'HYHORSPHQW� DQG� $FFRXQWLQJ�� ,QFHQWLYHV� DQG�'LVLQFHQWLYHV�IRU�WKH�DGRSWLRQ�RI�VXVWDLQDELOLW\�E\�7UDQVQDWLRQDO�&RUSRUDWLRQV¶��LQ�&��+LEELWW�DQG�



5HIHUHQFHV

���

+��%ORNGLMN��HGV����(QYLURQPHQWDO�$FFRXQWLQJ�DQG�6XVWDLQDEOH�'HYHORSPHQW��7KH�)LQDO�5HSRUW��/LPSHUJ�,QVWLWXXW��$PVWHUGDP���������%HEELQJWRQ�� -�� DQG� *UD\�� 5�� �������� $Q� $FFRXQW� RI� 6XVWDLQDELOLW\�� )DLOXUH�� 6XFFHVV� DQG� D�5HFRQFHSWXDOLVDWLRQ��&ULWLFDO�3HUVSHFWLYHV�RQ�$FFRXQWLQJ�����������������%HEELQJWRQ��-���*UD\��5��DQG�/DUULQDJD��&����������(GLWRULDO��HQYLURQPHQWDO�DQG�VRFLDO�DFFRXQWLQJ�LQ�(XURSH��7KH�(XURSHDQ $FFRXQWLQJ�5HYLHZ������� ����%HEELQJWRQ�.��-���*UD\��5��+��DQG�2ZHQ��'��/���������6HHLQJ�WKH�ZRRG�IRU�WKH�WUHHV��7DNLQJ�WKH�SXOVH�RI� VRFLDO�DQG�HQYLURQPHQWDO�DFFRXQWLQJ��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO���������������%HEELQJWRQ��.��-��DQG�7DQ��-����������$FFRXQWLQJ�IRU�VXVWDLQDELOLW\��&KDUWHUHG�$FFRXQWDQWV¶�-RXUQDO��1=���-XO\��������%HEELQJWRQ��.��-��DQG�7DQ��-����������$FFRXQWLQJ�IRU�VXVWDLQDELOLW\��&KDUWHUHG�$FFRXQWDQWV¶�-RXUQDO��1=���)HEUXDU\��������%HEELQJWRQ��-���*UD\�5���+LEELWW�&��DQG�.LUN��(����������)XOO�&RVW�$FFRXQWLQJ��$Q�$JHQGD�IRU�$FWLRQ��/RQGRQ��&HUWLILHG�$FFRXQWDQWV�(GXFDWLRQDO�7UXVW�%HEELQJWRQ�� -��� *UD\�� 5�� +��� 7KRPVRQ�� ,�� DQG� :DOWHUV�� '�� �������� $FFRXQWDQWV¶� DWWLWXGHV� DQG�HQYLURQPHQWDOO\�VHQVLWLYH�DFFRXQWLQJ��$FFRXQWLQJ�DQG�%XVLQHVV�5HVHDUFK������6SULQJ���������%HEELQJWRQ��-��DQG�7KRPVRQ��,����������%XVLQHVV�&RQFHSWLRQV�RI�6XVWDLQDELOLW\�DQG�WKH�,PSOLFDWLRQV�IRU� $FFRXQWDQF\�� $&&$�5HVHDUFK�5HSRUW�1R�� ���� /RQGRQ�� &HUWLILHG�$FFRXQWDQWV� (GXFDWLRQDO�7UXVW�%HGHU�� 6�� �������� *OREDO� 6SLQ�� 7KH� &RUSRUDWH� $VVDXOW� RQ� (QYLURQPHQWDOLVP�� 'DUWLQJWRQ�� *UHHQ�%RRNV�%HLGOHPDQ��&��5����������,QFRPH�VPRRWKLQJ��7KH�UROH�RI�PDQDJHPHQW��7KH�$FFRXQWLQJ�5HYLHZ������������������%HON�� 5�� :�� DQG� 3ROOD\�� 5��:�� �������� ,PDJHV� RI� 2XUVHOYHV�� 7KH� JRRG� OLIH� LQ� WZHQWLHWK� FHQWXU\�DGYHUWLVLQJ��-RXUQDO�RI�&RQVXPHU�5HVHDUFK�������������%HONDRXL�� $�� �������� 7KH� LPSDFW� RI� WKH� GLVFORVXUH� RI� WKH� HQYLURQPHQWDO� HIIHFWV� RI� RUJDQL]DWLRQDO�EHKDYLRXU�RQ�WKH�PDUNHW��)LQDQFLDO�0DQDJHPHQW��������������%HONDRXL��$����������7KH�LPSDFW�RI�VRFLR�HFRQRPLF�DFFRXQWLQJ�VWDWHPHQWV�RQ�WKH�LQYHVWPHQW�GHFLVLRQ��$Q�HPSLULFDO�VWXG\��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\������� �������%HONDRXL��$����������(FRQRPLF��SROLWLFDO�DQG�FLYLO�LQGLFDWRUV�DQG�UHSRUWLQJ�DQG�GLVFORVXUH�DGHTXDF\��HPSLULFDO�LQYHVWLJDWLRQ��-RXUQDO�RI�$FFRXQWLQJ�DQG�3XEOLF�3ROLF\��������)DOO�%HONDRXL��$����������6RFLR�(FRQRPLF�$FFRXQWLQJ��:HVWSRUW��&RQQHFWLFXW��4XRUXP�%RRNV�%HONDRXL�� $�� �������� ,QTXLU\� DQG� $FFRXQWLQJ�� $OWHUQDWLYH� 0HWKRGV� DQG� 5HVHDUFK� 3HUVSHFWLYHV��:HVWSRUW��&RQQHFWLFXW��4XRUXP�%RRNV�%HONDRXL��$��5����������$FFRXQWLQJ�7KHRU\��7KLUG�(GLWLRQ� /RQGRQ��$FDGHPLF�3UHVV�%HONDRXL�� $�� DQG� .DUSLN�� 3�� *�� �������� 'HWHUPLQDQWV� RI� WKH� FRUSRUDWH� GHFLVLRQ� WR� GLVFORVH� VRFLDO�LQIRUPDWLRQ��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\��������������%HOO��'����������0RGHOV�DQG�UHDOLW\�LQ�HFRQRPLF�GLVFRXUVH��LQ�%HOO��'��DQG�.ULVWRO��,���HGV����7KH�&ULVLV�LQ�(FRQRPLF�7KHRU\��1HZ�<RUN��%DVLF�%RRNV�%HOO��'��DQG�.ULVWRO��,���HGV�����������7KH�&ULVLV�LQ�(FRQRPLF�7KHRU\��1HZ�<RUN��%DVLF�%RRNV�%HQGHOO�� -�� �HG��� �������� 7HUPV� IRU� (QGHDUPHQW�� %XVLQHVV� 1*2V� DQG� 6XVWDLQDEOH� 'HYHORSPHQW��6KHIILHOG��*UHHQOHDI�3XEOLVKLQJ�%HQGHOO�� -�� DQG�0XUSK\�� '�� )�� �������� 3ODQWLQJ� WKH� VHHGV� RI� FKDQJH�� %XVLQHVV�1*2� UHODWLRQV� RQ�WURSLFDO�GHIRUHVWDWLRQ��LQ�%HQGHOO��-���HG����7HUPV�IRU�(QGHDUPHQW��%XVLQHVV�1*2V�DQG�6XVWDLQDEOH�'HYHORSPHQW��6KHIILHOG��*UHHQOHDI�3XEOLVKLQJ��������%HQMDPLQ��-��-��DQG�6WDQJD��.��*����������'LIIHUHQFH�LQ�GLVFORVXUH�QHHGV�RI�PDMRU�XVHUV�RI�ILQDQFLDO�VWDWHPHQWV��$FFRXQWLQJ�DQG�%XVLQHVV�5HVHDUFK��6XPPHU���������



5HIHUHQFHV

���

%HQQHWW��0�� DQG� -DPHV�� 3��� �HGV���� �������� 7KH� *UHHQ� %RWWRP� /LQH�� &XUUHQW� 3UDFWLFH� DQG� )XWXUH�7UHQGV�LQ�(QYLURQPHQWDO�0DQDJHPHQW�$FFRXQWLQJ� 6KHIILHOG��*UHHQOHDI�3XEOLVKLQJ�%HQRLW��(����������7KH�9DOGH]�OHJDF\��)LQDQFLDO�:RUOG������������ -XQH����������%HQWOH\��$��)���������������7KH�3URFHVV�RI�*RYHUQPHQW��UHSURGXFHG�LQ�DEULGJHG�IRUP�LQ�5LFKDUGVRQ��-��-���HG����3UHVVXUH�*URXSV��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV��������%HQVRQ��-��.����������7KH�LQWHURUJDQL]DWLRQDO�QHWZRUN�DV�D�SROLWLFDO�HFRQRP\��$GPLQLVWUDWLYH�6FLHQFH�4XDUWHUO\�������������%HQVWRQ�� *�� -�� ��������&RUSRUDWH� )LQDQFLDO� 'LVFORVXUH� LQ� WKH� 8.� DQG� WKH� 86$��:HVWPHDG�� 8.��6D[RQ�+RXVH�%HQVWRQ�� *�� -�� �������� $FFRXQWLQJ� DQG� FRUSRUDWH� DFFRXQWDELOLW\�� $FFRXQWLQJ�� 2UJDQL]DWLRQV� 	6RFLHW\���������������%HQVWRQ�� *�� -�� �������� 5HMRLQGHU� WR� µ$FFRXQWLQJ� DQG� FRUSRUDWH� DFFRXQWDELOLW\�� $Q� H[WHQGHG�FRPPHQW¶��$FFRXQWLQJ�2UJDQL]DWLRQV�DQG�6RFLHW\������������������%HQVWRQ�� -�� .�� �������� 7KH� ,QWHURUJDQL]DWLRQDO� 1HWZRUN� DV� D� 3ROLWLFDO� (FRQRP\�� $GPLQLVWUDWLYH�6FLHQFH�4XDUWHUO\��-XQH����������%HUHOVRQ��%����������&RQWHQW�$QDO\VLV�LQ�&RPPXQLFDWLRQV�5HVHDUFK��1HZ�<RUN��1<��)UHH�3UHVV�%HUHVIRUG�� '�� 5�� DQG� &RZHQ�� 6�� 6�� �������� 6XUYH\LQJ� VRFLDO� UHVSRQVLELOLW\� GLVFORVXUH� LQ� DQQXDO�UHSRUWV��%XVLQHVV� 7KH�0DJD]LQH�IRU�0DQDJHULDO�7KRXJKW�DQG�$FWLRQ���������������%HUJHU��3��DQG�/XFNPDQQ��7����������7KH�6RFLDO�&RQVWUXFWLRQ�RI�5HDOLW\��1HZ�<RUN��1<��'RXEOHGD\�%HUJHVHQ��+��2���3DUPDQQ��*��DQG�7KRPPHVVHQ�����%���HGV�����������<HDUERRN�RI�,QWHUQDWLRQDO�&R�RSHUDWLRQ�RQ�(QYLURQPHQW�DQG�'HYHORSPHQW����������)ULGWMRI�1DQVHQ�,QVWLWXWH��1RUZD\��/RQGRQ��(DUWKVFDQ�%HUKROG��0����������$�WKHRU\�RI�OLQHDU�SURILW�VKDULQJ�LQFHQWLYHV��4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV��������������%HUOH��$��$��-U��DQG�0HDQV��*��&����������7KH�0RGHUQ�&RUSRUDWLRQ�DQG�3ULYDWH�3URSHUW\��1HZ�<RUN��0DFPLOODQ�%HUPDQ��6��/���:LFNV��$��&���.RWKD��6��DQG�-RQHV��7��0����������'RHV�VWDNHKROGHU�RULHQWDWLRQ�PDWWHU"�7KH�UHODWLRQVKLS�EHWZHHQ�VWDNHKROGHU�PDQDJHPHQW�DQG�ILUP�ILQDQFLDO�SHUIRUPDQFH��$FDGHP\�RI�0DQDJHPHQW�-RXUQDO�����������������%HUQVWHLQ��5��-����������7KH�5HVWUXFWXULQJ�RI�6RFLDO�DQG�3ROLWLFDO�7KHRU\��2[IRUG��%DVLO�%ODFNZHOO�%HUQVWHLQ�� 5�� -�� �������� %H\RQG� 2EMHFWLYLVP� DQG� 5HODWLYLVP�� 6FLHQFH�� +HUPHQHXWLFV� DQG� 3UD[LV��2[IRUG��%DVLO�%ODFNZHOO�%HUU\�$��-���&DSSV��7���&RRSHU��'���)HUJXVRQ��3���+RSSHU��7��DQG�/RZH��(��$����������0DQDJHPHQW�FRQWURO� LQ� DQ� DUHD� RI� WKH� 1&%�� 5DWLRQDOHV� RI� DFFRXQWLQJ� SUDFWLFHV� LQ� D� SXEOLF� HQWHUSULVH��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\��������������%HWWPDQ��-��5��DQG�:HLW]��%��$����������$WWULEXWLRQV�LQ�WKH�ERDUGURRP��&DXVDO�UHDVRQLQJ�LQ�FRUSRUDWH�$GPLQLVWUDWLYH�6FLHQFH�4XDUWHUO\�������������%LDQFKLQL�� 0�� �������� 7UDQVIRUPDWLRQ� WRZDUGV� 6XVWDLQDELOLW\�� 7KH� 0RQVDQWR� ([SHULHQFH�� SDSHU�SUHVHQWHG�DW�WKH��WK�,QWHUQDWLRQDO�&RQIHUHQFH�RI�WKH�*UHHQLQJ�RI�,QGXVWU\�1HWZRUN��5RPH��,WDO\�%LUNLQ�� )�� �������� 7KH� HFRORJLFDO� DFFRXQWDQW�� )URP� FRJQLWR� WR� WKLQNLQJ� OLNH� D� PRXQWDLQ�� &ULWLFDO�3HUVSHFWLYHV�RQ�$FFRXQWLQJ����������������%LUNLQ��)����������(FRORJLFDO�DFFRXQWLQJ��1HZ�WRROV�IRU�D�VXVWDLQDEOH�FXOWXUH��,QWHUQDWLRQDO�-RXUQDO�RI�6XVWDLQDEOH�'HYHORSPHQW�DQG�:RUOG�(FRORJ\���������������%LUNLQ��)��DQG�%DQN�-RUJHQVHQ��+����������&RUSRUDWH�HQYLURQPHQWDO�UHSRUWV�DV�ZHDOWK�DSSURSULDWLRQ�VWDWHPHQWV��(QYLURQPHQWDO�0DQDJHPHQW�DQG�+HDOWK�������������%LUNLQ��)��DQG�:RRGZDUG��'����������0DQDJHPHQW�DFFRXQWLQJ�IRU�VXVWDLQDEOH�GHYHORSPHQW��3DUW����6WDNHKROGHU�DQDO\VLV��0DQDJHPHQW�$FFRXQWLQJ�������� 6HSWHPEHU��������%ODFFRQLHUH�� :�� *�� DQG� 3DWWHQ�� '�� 0�� �������� (QYLURQPHQWDO� GLVFORVXUHV�� UHJXODWRU\� FRVWV�� DQG�FKDQJHV�LQ�ILUP�YDOXH��-RXUQDO�RI�$FFRXQWLQJ�DQG�(FRQRPLFV����������������
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%ODFN�� )���0LOOHU��0��+�� DQG�3RVQHU��5��$�� ��������$Q�DSSURDFK� WR� WKH� UHJXODWLRQ�RI�EDQN�KROGLQJ�FRPSDQLHV��XQSXEOLVKHG�PDQXVFULSW��&KLFDJR��,/��8QLYHUVLW\�RI�&KLFDJR�%ODFN��)��DQG�6FKROHV��0����������7KH�SULFLQJ�RI�RSWLRQV�DQG�FRUSRUDWH�OLDELOLWLHV��-RXUQDO�RI�3ROLWLFDO�(FRQRP\����������������%ODXJ�� 0�� �������� 7KH� 0HWKRGRORJ\� RI� (FRQRPLFV� RU� +RZ� (FRQRPLVWV� ([SODLQ�� &DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV��&83��%OD]D��$��-����������(QYLURQPHQWDO�PDQDJHPHQW�LQ�SUDFWLFH��LQ�2ZHQ��'��/���HG����*UHHQ�5HSRUWLQJ��$FFRXQWDQF\�DQG�WKH�&KDOOHQJH�RI�WKH�1LQHWLHV��/RQGRQ��&KDSPDQ�DQG�+DOO���������%ORNGLMN��-��+���'ULHsQKXL]HQ��)���3DVFKD��:��+���5R]HNUDQV��5��DQG�:LOVFKXW��.��3��*����������0LOLHX�HQ� DFFRXQWDQW� �7KH� (QYLURQPHQW� DQG� WKH� $XGLW� 3URIHVVLRQ��� 'HYHQWHU�� WKH� 1HWKHUODQGV��.OXZHU�/LPSHUJ�,QVWLWXXW�UHHNV�QU����%RODQG��5�� -�� -QU�� ��������0\WK�DQG� WHFKQRORJ\� LQ� WKH�$PHULFDQ�DFFRXQWLQJ�SURIHVVLRQ�� -RXUQDO�RI�0DQDJHPHQW�6WXGLHV����������������%RODQG��5��-��-QU����������%H\RQG�WKH�REMHFWLYLVW�DQG�WKH�VXEMHFWLYLVW��OHDUQLQJ�WR�UHDG�DFFRXQWLQJ�DV�WH[W��$FFRXQWLQJ�2UJDQL]DWLRQV�DQG�6RFLHW\�������������������%RODQG��5�� -�� -QU�� DQG�3RQG\��/��5�� ��������$FFRXQWLQJ� LQ�2UJDQL]DWLRQV��$�8QLRQ�RI�1DWXUDO� DQG�5DWLRQDO�3HUVSHFWLYHV� $FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\������������������%RRJHUG�� 3�� 0�� �������� 6RFLDO� 5HVSRQVLELOLW\� RI� %XVLQHVV� ± 7KH� 'XWFK� ([SHULHQFH�� 8QSXEOLVKHG�VHPLQDU�WKHVLV��,16($'��)RQWDLQHEOHDX�%ROGLQJ��.��(�� ��������7KH OHJLWLPDF\�RI� WKH�EXVLQHVV� LQVWLWXWLRQ�� LQ�(SVWHLQ��(��0��DQG�9RWDZ��'���HGV���� 5DWLRQDOLW\�� /HJLWLPDF\�� 5HVSRQVLELOLW\�� 6HDUFK� IRU� 1HZ� 'LUHFWLRQV� LQ� %XVLQHVV� DQG�6RFLHW\���������6DQWD�0RQLFD��&DOLIRUQLD��*RRG\HDU�3XEOLVKLQJ�%ROWRQ��/����������$�GHOLFDWH EDODQFLQJ�DFW��)LQDQFLDO�7LPHV�����-XQH�����%RWRVDQ��&����������'LVFORVXUH�OHYHO�RQ�WKH�FRVW�RI�HTXLW\�FDSLWDO��7KH�$FFRXQWLQJ�5HYLHZ�����������������%RXOGLQJ��.��(����������7KH�,PDJH��$QQ�$ERU��8QLYHUVLW\�RI�0LFKLJDQ�3UHVV�%RXPD�� -�� -�� DQG� .DPS�5RHODQGV�� 1�� �������� 6WDNHKROGHUV¶� H[SHFWDWLRQV� RI� DQ� HQYLURQPHQWDO�LQIRUPDWLRQ�V\VWHP��$Q�H[SORUDWRU\�UHVHDUFK��7KH�(XURSHDQ�$FFRXQWLQJ�5HYLHZ������� �������%RXZPDQ��0��-����������7KH�XVH�RI�SURWRFRO�DQDO\VLV�LQ�DFFRXQWLQJ��$FFRXQWLQJ�DQG�)LQDQFH��0D\��������%RZHQ��+��5����������6RFLDO�5HVSRQVLELOLWLHV�RI�WKH�%XVLQHVVPDQ��1HZ�<RUN��+DUSHU�DQG�5RZ�%RZHQ�� 5��� 1RUHHQ�� (�� DQG� /DFH\�� -�� ��������'HWHUPLQDQWV� RI� WKH� FRUSRUDWH� GHFLVLRQ� WR� FDSLWDOLVH�LQWHUHVW��-RXUQDO�RI�$FFRXQWLQJ�DQG�(FRQRPLFV���� �������%RZLH��1����������1HZ�GLUHFWLRQV�LQ�FRUSRUDWH�VRFLDO�UHVSRQVLELOLW\��0RUDO�SOXUDOLVP�DQG�UHFLSURFLW\��%XVLQHVV�+RUL]RQV�������� ������%RZLH��1�DQG�)UHHPDQ��5��(����������(WKLFV�DQG�$JHQF\�7KHRU\��1HZ�<RUN��1<��2[IRUG�8QLYHUVLW\�3UHVV�%RZOHV�� 6�� DQG� *LQWLV�� +�� �������� &RQWHVWHG� H[FKDQJH�� QHZ� PLFURIRXQGDWLRQV� IRU� WKH� SROLWLFDO�HFRQRP\�RI�FDSLWDOLVP��3ROLWLFV�DQG�6RFLHW\�����������������%RZPDQ��(��+����������6WUDWHJ\�DQG�WKH�ZHDWKHU��6ORDQ�0DQDJHPHQW�5HYLHZ��:LQWHU��������%RZPDQ��(��+����������6WUDWHJ\��DQQXDO�UHSRUWV�DQG�DOFKHP\��&DOLIRUQLD�0DQDJHPHQW�5HYLHZ���������������%RZPDQ�� (�� +�� DQG� +DLUH��0�� �������� $� VWUDWHJLF� SRVWXUH� WRZDUG� FRUSRUDWH� VRFLDO� UHVSRQVLELOLW\��&DOLIRUQLD�0DQDJHPHQW�5HYLHZ���������������%RZPDQ�� (�� +�� DQG� +DLUH�� 0�� �������� 6RFLDO� LPSDFW� GLVFORVXUH� DQG� FRUSRUDWH� DQQXDO� UHSRUWV��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\��������������%UDGOH\�� *�� ��������4XHVWLRQQDLUH� IRU� D� VWXG\� RI� FRUSRUDWH� GHVLJQ� DQG� EHKDYLRXU �XQSXEOLVKHG���6FKRRO�RI�$FFRXQWDQF\��7KH�8QLYHUVLW\�RI�1HZ�6RXWK�:DOHV��6\GQH\��$XVWUDOLD�
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%UDGVKDZ�&DPEDOO�� 3�� DQG� 0XUUD\�� 9�� �������� ,OOXVLRQV� DQG� RWKHU� JDPHV�� $� WULIRFDO� YLHZ� RI�RUJDQL]DWLRQDO�SROLWLFV��2UJDQL]DWLRQ�6FLHQFH���������������%UHQQHU�� 6��1�� DQG�0RODQGHU��(��$�� �������� ,V� WKH� HWKLFV� RI� EXVLQHVV� FKDQJLQJ"�+DUYDUG�%XVLQHVV�5HYLHZ�������� ������%ULFNHU��5��DQG�&KDQGDU��1����������:KHUH�%HUOH�DQG�0HDQV�ZHQW�ZURQJ��$�UHDVVHVVPHQW�RI�FDSLWDO�PDUNHW�DJHQF\�DQG�ILQDQFLDO�UHSRUWLQJ��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\��������������%URDGEHQW�� -�� DQG� /DXJKOLQ�� 5�� ��������'HYHORSLQJ� HPSLULFDO� UHVHDUFK�� DQ� H[DPSOH� LQIRUPHG� E\� D�+DEHUPDVLDQ�DSSURDFK��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO�����������������%URFNKRII��.�� ��������$�QRWH�RQ�H[WHUQDO�VRFLDO� UHSRUWLQJ�E\�*HUPDQ�FRPSDQLHV��D�VXUYH\�RI������FRPSDQ\�UHSRUWV��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\�����������������%URSK\�� 0�� �������� (QYLURQPHQWDO� 3ROLFLHV�� LQ� :HOIRUG�� 5�� �(G���� &RUSRUDWH� (QYLURQPHQWDO�0DQDJHPHQW����6\VWHPV�DQG�6WUDWHJLHV��6HFRQG�(GLWLRQ��(DUWKVFDQ��/RQGRQ���������%URZQ�� 3�� �������� 7KH� LPSDFW� RI� WKH� DQQXDO� QHW� SURILW� UHSRUW� RQ� WKH� VWRFN�PDUNHW��7KH�$XVWUDOLDQ�$FFRXQWDQW���� ��������%URZQH��-����������:DONLQJ�WKH�UHSXWDWLRQ�WLJKWURSH��$FFRXQWLQJ�	�%XVLQHVV��0D\��������%URZQ�� /�� 5��� 'XUQLQJ�� $��� )ODYLQ�� &��� )UHQFK�� +�� HW� DO�� �������� 6WDWH� RI� WKH� :RUOG� ������ $�:RUOGZDWFK�,QVWLWXWH�5HSRUW�RQ�3URJUHVV�7RZDUG�D�6XVWDLQDEOH�6RFLHW\��1HZ�<RUN��1<��:��1��1RUWRQ�	�&R�%URZQ��/��5���)ODYLQ��&��DQG�)UHQFK��+��HW�DO� ��������6WDWH�RI�WKH�:RUOG�������$�:RUOGZDWFK�,QVWLWXWH�5HSRUW�RQ�3URJUHVV�7RZDUG�D�6XVWDLQDEOH�6RFLHW\� 1HZ�<RUN��1<��:��1��1RUWRQ�	�&R�%URZQ��/��5���)ODYLQ��&��DQG�)UHQFK��+��HW�DO����������6WDWH�RI�WKH�:RUOG�������6SHFLDO�0LOOHQQLXP�(GLWLRQ��1HZ�<RUN��1<��:��1��1RUWRQ�	�&R�%URZQ��1��DQG�'HHJDQ��&����������7KH�SXEOLF�GLVFORVXUH�RI�HQYLURQPHQWDO�SHUIRUPDQFH�LQIRUPDWLRQ�±$� GXDO� WHVW� RI� PHGLD� DJHQGD� VHWWLQJ� WKHRU\� DQG� OHJLWLPDF\� WKHRU\�� $FFRXQWLQJ� DQG� %XVLQHVV�5HVHDUFK��������������%UXQV��:�� -�� ��������$FFRXQWLQJ� LQIRUPDWLRQ� DQG� GHFLVLRQ�PDNLQJ�� 6RPH� EHKDYLRXUDO� K\SRWKHVHV��7KH�$FFRXQWLQJ�5HYLHZ����� �������%XFKDQDQ�� -�� 0�� DQG� 7XOORFN�� *�� �������� 7KH� &DOFXOXV� RI� &RQVHQW�� /RJLFDO� )RXQGDWLRQV� RI�&RQVWLWXWLRQDO�'HPRFUDF\��$QQ�$ERU��8QLYHUVLW\�RI�0LFKLJDQ�3UHVV�%XFKRO]�� 5�� $�� �������� &RUSRUDWH� VRFLDO� UHVSRQVLELOLW\� DQG� WKH� JRRG� VRFLHW\�� IURP� HFRQRPLFV� WR�HFRORJ\��%XVLQHVV�+RUL]RQV��-XO\�$XJXVW��������%XFNOH\�-��:����������3ROLF\�PRGHOV�LQ�DFFRXQWLQJ��D�FULWLFDO�FRPPHQWDU\��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\��������������%XFNOH\� -��:�� DQG�2¶6XOOLYDQ�� 3�� ��������5HJXODWLRQ� DQG� WKH� DFFRXQWLQJ� SURIHVVLRQ��:KDW� DUH� WKH�LVVXHV"�� LQ�%XFNOH\�� -��:��DQG�:HVWRQ�� -��)�� �HGV����5HJXODWLRQ�DQG� WKH�$FFRXQWLQJ�3URIHVVLRQ��%HOPRQW��&DOLIRUQLD��/LIHWLPH�/HDUQLQJ�3XEOLFDWLRQV�%XGG��5��:��� 7KRUSH��5��.�� DQG�'RQRKHZ��/�� ��������&RQWHQW� $QDO\VLV� RI�&RPPXQLFDWLRQV��1HZ�<RUN��1<��7KH 0DFPLOODQ�&RPSDQ\�%XKU��1�� ��������(QYLURQPHQWDO�SHUIRUPDQFH�� OHJLVODWLRQ�DQG�DQQXDO� UHSRUW�GLVFORVXUH��7KH�FDVH�RI�DFLG�UDLQ�DQG�)DOFRQEULGJH��$FFRXQWLQJ�$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO������� �������%XKU�� 1�� DQG� )UHHGPDQ�� 0�� �������� $� FRPSDULVRQ� RI� PDQGDWHG� DQG� YROXQWDU\� HQYLURQPHQWDO�GLVFORVXUHV�� SDSHU�SUHVHQWHG�DW� WKH�&ULWLFDO�3HUVSHFWLYHV�RQ�$FFRXQWLQJ�&RQIHUHQFH��1HZ�<RUN�&LW\��1<�%XNVWL��-��$����������,QWHUHVW�JURXSV�LQ�'HQPDUN��LQ�5LFKDUGVRQ��-��-���HG����3UHVVXUH�*URXSV��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV���������%XUFKHOO��6���&OXEE��&���+RSZRRG��$��*���+XJKHV��-��DQG�1DKDSLHW��-����������7KH�UROHV�RI�DFFRXQWLQJ�LQ�RUJDQL]DWLRQV�DQG�VRFLHW\��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\�������������
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%XUFKHOO�� 6��� &OXEE�� &�� DQG� +RSZRRG�� $�� *�� �������� $FFRXQWLQJ� LQ� LWV� VRFLDO� FRQWH[W�� WRZDUGV� D�KLVWRU\�RI�YDOXH�DGGHG�LQ�WKH�8QLWHG�.LQJGRP��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\�����������������%XUNH�� /��� /RGJVRQ�� -��0���0LWFKHOO��:��� 5HLQHU��0�� DQG�9RJHO��'�� ��������&RUSRUDWH� FRPPXQLW\�LQYROYHPHQW�LQ�WKH�6DQ�)UDQFLVFR�%D\�DUHD��&DOLIRUQLD�0DQDJHPHQW�5HYLHZ��������������%XUUHOO��*��DQG�0RUJDQ��*����������6RFLRORJLFDO�3DUDGLJPV�DQG�2UJDQL]DWLRQDO�$QDO\VLV��(OHPHQWV�RI�WKH�6RFLRORJ\�RI�&RUSRUDWH�/LIH��/RQGRQ��+HLQHPDQQ�%XUULWW��5��/�� ��������$FFRXQWDQWV�� DFFRXQWDELOLW\� DQG� WKH� ¶2]RQH�5HJLPH¶��$FFRXQWLQJ�)RUXP�������������������%XUWRQ�� %��.� DQG�'XQQ�� &�� 3�� �������� )HPLQLVW� HWKLFV� DV�PRUDO� JURXQGLQJ� IRU� VWDNHKROGHU� WKHRU\��%XVLQHVV�(WKLFV�4XDUWHUO\������� �������%XUZR\�� 0�� �������� 0DQXIDFWXULQJ� &RQVHQW�� &KDQJHV� LQ� WKH� /DERXU� 3URFHVV� XQGHU� 0RQRSRO\�&DSLWDOLVP��&KLFDJR��8QLYHUVLW\�RI�&KLFDJR�3UHVV�%XVLQHVV�:HHN��������7KH�5HLQGXVWULDOLVDWLRQ�RI�$PHULFD��-XQH�����������%XWOHU��'���)URVW��&��DQG�0DFYH��5����������(QYLURQPHQWDO�UHSRUWLQJ��LQ�)LQDQFLDO�5HSRUWLQJ������±������$� VXUYH\� RI�8.� UHSRUWLQJ� SUDFWLFH�� 7RQNLQ��'�� -�� DQG�6NHUUDWW��/��&��/�� �HGV����/RQGRQ��,&$(:�%XVLQHVV�LQ�WKH�(QYLURQPHQW��%L(����������<RXU�%XVLQHVV�DQG�WKH�(QYLURQPHQW��$Q�([HFXWLYH�*XLGH��/RQGRQ��%L(�%XVLQHVV� LQ� WKH� (QYLURQPHQW� �%L(�� ������� &LW\� $QDO\VWV� DQG� WKH� (QYLURQPHQW�� $� 6XUYH\� RI�(QYLURQPHQWDO�$WWLWXGHV�LQ�WKH�&LW\�RI�/RQGRQ��/RQGRQ��%L(�([WHO�%XVLQHVV�LQ�WKH�(QYLURQPHQW��%L(����������7KH�,QGH[�RI�&RUSRUDWH�(QYLURQPHQWDO�(QJDJHPHQW�± WKH������VXUYH\�RI�WKH�)76(�����FRPSDQLHV��%L(������,QGH[���/RQGRQ��%L(�%X]E\�� 6�� /�� �������� 6HOHFWHG� LWHPV� RI� LQIRUPDWLRQ� DQG� WKHLU� GLVFORVXUH� LQ� DQQXDO� UHSRUWV�� 7KH�$FFRXQWLQJ�5HYLHZ����������������%X]E\�� 6�� /�� DQG� )DON��+�� ��������$� VXUYH\� RI� WKH� LQWHUHVW� LQ� VRFLDO� UHVSRQVLELOLW\� LQIRUPDWLRQ� E\�PXWXDO�IXQGV��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\�������������������%X]E\�� 6�� /�� DQG� )DON�� +�� �������� 'HPDQG� IRU� VRFLDO� UHVSRQVLELOLW\� LQIRUPDWLRQ� E\� XQLYHUVLW\�LQYHVWRUV��7KH�$FFRXQWLQJ�5HYLHZ���������������%X]]HOO��5��'����������,V�PDUNHWLQJ�D�VFLHQFH"�+DUYDUG %XVLQHVV�5HYLHZ��-DQXDU\�)HEUXDU\�����&DGEXU\��6LU�$GULDQ���������7KH�&RUSRUDWH�*RYHUQDQFH�$JHQGD��&RUSRUDWH�*RYHUQDQFH��������������-DQXDU\�&DKDQ��6��)����������7KH�HIIHFW�RI�DQWLWUXVW�LQYHVWLJDWLRQV�RQ�GLVFUHWLRQDU\�DFFUXDOV��$�UHILQHG�WHVW�RI�WKH�SROLWLFDO�FRVW�K\SRWKHVLV��7KH�$FFRXQWLQJ�5HYLHZ������������&DKDQ��6��)���&KDYLV��%��0��DQG�(OPHQGRUI��5��*����������(DUQLQJV�PDQDJHPHQW�RI�FKHPLFDO�ILUPV�LQ�UHVSRQVH� WR� SROLWLFDO� FRVWV� IURP� HQYLURQPHQWDO� OHJLVODWLRQ�� -RXUQDO� RI� $FFRXQWLQJ�� $XGLWLQJ�	�)LQDQFH�������� ������&DPIIHUPDQ��&�� ��������9ROXQWDU\�$QQXDO�5HSRUW�'LVFORVXUH�E\�/LVWHG�'XWFK�&RPSDQLHV����������3XEOLVKHG�'RFWRUDO�7KHVLV��$PVWHUGDP��)UHH�8QLYHUVLW\�&DPSEHOO�� '�� -�� �������� /HJLWLPDF\� WKHRU\� RU� PDQDJHULDO� UHDOLW\� FRQVWUXFWLRQ"� &RUSRUDWH� VRFLDO�GLVFORVXUH�LQ�0DUNV�DQG�6SHQFHU�SOF�FRUSRUDWH�UHSRUWV�������������$FFRXQWLQJ�)RUXP����������������&DPSEHOO�� '�� -�� �������� (QYLURQPHQWDO� 'LVFORVXUH� LQ� 8.� &RUSRUDWH� 5HSRUWV�� 6RPH� (YLGHQFH� IRU�/HJLWLPDF\�7KHRU\��SDSHU�SUHVHQWHG�DW�WKH���WK &6($5�6XPPHU�6FKRRO��8QLYHUVLW\�RI�*ODVJRZ��6HSWHPEHU�������&DPSEHOO��'��7��DQG�6WDQOH\��-��&����������([SHULPHQWDO�DQG�TXDVL�H[SHULPHQWDO�GHVLJQV�IRU�UHVHDUFK��LQ�*DJH��1��/���HG����+DQGERRN�RI�5HVHDUFK�LQ�7HDFKLQJ��&KLFDJR��5DQG�0F1DOO\�&DQDGLDQ�,QVWLWXWH�RI�&KDUWHUHG�$FFRXQWDQWV��&,&$����������&,&$�+DQGERRN�6HFWLRQ�������7RURQWR��&,&$�
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&DQDGLDQ�,QVWLWXWH�RI�&KDUWHUHG�$FFRXQWDQWV��&,&$����������(QYLURQPHQWDO�$XGLWLQJ�DQG�WKH�5ROH�RI�WKH�$FFRXQWLQJ�3URIHVVLRQ��5HVHDUFK�5HSRUW��7RURQWR��&,&$�&DQDGLDQ� ,QVWLWXWH� RI� &KDUWHUHG� $FFRXQWDQWV� �&,&$�� �����D��� 5HSRUWLQJ� RQ� (QYLURQPHQWDO�3HUIRUPDQFH��'LVFXVVLRQ�3DSHU��7RURQWR��&,&$�&DQDGLDQ� ,QVWLWXWH� RI� &KDUWHUHG� $FFRXQWDQWV� �&,&$�� �����E��� (QYLURQPHQWDO� 6WHZDUGVKLS��0DQDJHPHQW��$FFRXQWDELOLW\�DQG�WKH�5ROH�RI�&KDUWHUHG�$FFRXQWDQWV��5HSRUW�RI�WKH�7DVN�)RUFH�RQ�6XVWDLQDEOH�'HYHORSPHQW��7RURQWR��&,&$�&DQDGLDQ� ,QVWLWXWH�RI�&KDUWHUHG�$FFRXQWDQWV� �&,&$�� �����F���(QYLURQPHQWDO�&RVWV�DQG�/LDELOLWLHV��$FFRXQWLQJ�DQG�)LQDQFLDO�5HSRUWLQJ�,VVXHV��5HVHDUFK�5HSRUW��7RURQWR��&,&$�&DQDGLDQ� ,QVWLWXWH� RI� &KDUWHUHG� $FFRXQWDQWV� �&,&$�� �����D��� 5HSRUWLQJ� RQ� (QYLURQPHQWDO�3HUIRUPDQFH��5HVHDUFK�5HSRUW��7RURQWR��&,&$��&DQDGLDQ� ,QVWLWXWH� RI� &KDUWHUHG� $FFRXQWDQWV� �&,&$�� �����E��� 7KH� $XGLW� RI� )LQDQFLDO� 6WDWHPHQWV�DIIHFWHG�E\�(QYLURQPHQWDO�0DWWHUV��5HVHDUFK�5HSRUW��7RURQWR��&,&$�&DQDGLDQ� ,QVWLWXWH� RI� &KDUWHUHG� $FFRXQWDQWV� �&,&$�� �����D��� $FFRXQWLQJ� DQG� 5HSRUWLQJ� IRU�(QYLURQPHQWDO� /LDELOLWLHV� DQG� &RVWV� ZLWKLQ� WKH� ([LVWLQJ� )LQDQFLDO� 5HSRUWLQJ� )UDPHZRUN��7RURQWR��&,&$��&DQDGLDQ� ,QVWLWXWH� RI� &KDUWHUHG� $FFRXQWDQWV� �&,&$�� �����E��� )XOO� &RVW� $FFRXQWLQJ� IURP� DQ�(QYLURQPHQWDO�3HUVSHFWLYH��7RURQWR��&,&$��&DQQLQJ�� -��%�� ��������7KH�(FRQRPLFV� RI�$FFRXQWDQF\��$�&ULWLFDO�$QDO\VLV� RI�$FFRXQWLQJ�7KHRU\��1HZ�<RUN��1<��5RQDOG�3UHVV�&DQQRQ�� 7�� �������� &RUSRUDWH� 5HVSRQVLELOLW\�� $� 7H[WERRN� RQ� %XVLQHVV� (WKLFV�� *RYHUQDQFH��(QYLURQPHQW��5ROHV�DQG�5HVSRQVLELOLWLHV��/RQGRQ��3LWPDQ�&DUUDVFR�� )�� DQG� /DUULQDJD�� &�� �������� (QYLURQPHQWDO� DFFRXQWLQJ� LQ� 6RXWKHUQ� 6SDLQ�� 6RFLDO� DQG�(QYLURQPHQWDO�$FFRXQWLQJ�������������&DUUROO�� $�� %�� �������� $� WKUHH�GLPHQVLRQDO� FRQFHSWXDO� PRGHO� RI� &RUSRUDWH� 6RFLDO� 3HUIRUPDQFH��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ����������������&DUUROO��$��%����������%XVLQHVV�DQG�6RFLHW\��0DQDJLQJ�&RUSRUDWH�6RFLDO�3HUIRUPDQFH��%RVWRQ��0$��/LWWOH��%URZQ�&DUUROO��$��%����������7KH�S\UDPLG�RI�&RUSRUDWH�6RFLDO�5HVSRQVLELOLW\��WRZDUG�WKH�PRUDO�PDQDJHPHQW�RI�RUJDQL]DWLRQDO�VWDNHKROGHUV��%XVLQHVV�+RUL]RQV��-XO\�$XJXVW��������&DUUROO��$��%�� ��������%XVLQHVV�DQG�6RFLHW\��(WKLFV�DQG�6WDNHKROGHU�0DQDJHPHQW��6HFRQG�(GLWLRQ��&LQFLQQDWL��2+� 6RXWK�:HVWHUQ�&DUUROO��$��%����������6WDNHKROGHU�WKLQNLQJ�LQ�WKUHH�PRGHOV�RI�PDQDJHPHQW�PRUDOLW\��$�SHUVSHFWLYH�ZLWK�VWUDWHJLF�LPSOLFDWLRQV��LQ�1kVL��-���HG����8QGHUVWDQGLQJ�6WDNHKROGHU�7KLQNLQJ��+HOVLQNL��/65�3XEOLFDWLRQV��������&DUVRQ��5����������6LOHQW�6SULQJ��/RQGRQ��3HQJXLQ�%RRNV�&DVHOOD�6WDQJHU���������3DUWQHUV�LQ�,QQRYDWLRQ�3URMHFW��³7RSLF�%ULHILQJ��6XVWDLQDELOLW\�$FFRXQWLQJ´��$YDLODEOH�IURP�WKH�ZHEVLWH�RI�&RQVWUXFWLRQ�%HVW�3UDFWLFH��ZZZ�FESS�RUJ�XN�&DVWDQHGD��&����������7KH�7HDFKLQJV�RI�'RQ�-XDQ��D�<DTXL�ZD\�RI�NQRZOHGJH��/RQGRQ��3HQJXLQ�&DVWDQHGD��&����������$�6HSDUDWH�5HDOLW\��/RQGRQ��3HQJXLQ�&DVWDQHGD��&����������7KH $UW�RI�'UHDPLQJ��1HZ�<RUN��+DUSHU&ROOLQV�&KDGLFN��:��� 5RXVH�� 5��:�� DQG� 6XUPD�� -�� �������� 3HUVSHFWLYH� RQ�(QYLURQPHQWDO�$FFRXQWLQJ��7KH�&3$�-RXUQDO��-DQXDU\��������&KDNUDYDUWK\��%��6����������0DQDJLQJ�&RDO��$�&KDOOHQJH�LQ�$GDSWLRQ��$OEDQ\��1<��6WDWH�8QLYHUVLW\�RI�1HZ�<RUN�3UHVV�&KDNUDYDUWK\��%��6�� ��������0HDVXULQJ�VWUDWHJLF�SHUIRUPDQFH��6WUDWHJLF�0DQDJHPHQW�-RXUQDO���������&KDOPHUV��$��)����������:KDW�LV�WKLV�WKLQJ�FDOOHG�6FLHQFH" %XFNLQJKDP��2SHQ�8QLYHUVLW\�3UHVV�&KDPEHUV��5��-����������%OXHSULQW�IRU�D�WKHRU\�RI�DFFRXQWLQJ��$FFRXQWLQJ�5HVHDUFK�����-DQXDU\��������
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&KDPEHUV��5��-�� ��������$FFRXQWLQJ��(YDOXDWLRQ��DQG�(FRQRPLF�%HKDYLRXU��(QJOHZRRG�&OLIIV��1HZ�-HUVH\��3UHQWLFH�+DOO�,QWHUQDWLRQDO�&KDQ�� &�� &�� &�� DQG�0LOQH��0�� -�� �������� ,QYHVWRU� UHDFWLRQV� WR� FRUSRUDWH� HQYLURQPHQWDO� VDLQWV� DQG�VLQQHUV��$Q�H[SHULPHQWDO�DQDO\VLV��$FFRXQWLQJ�DQG�%XVLQHVV�5HVHDUFK����������������&KDQGOHU�� $�� �������� 7KH� 9LVLEOH� +DQG�� 7KH� 0DQDJHULDO� 5HYROXWLRQ� LQ� $PHULFDQ� %XVLQHVV�&DPEULGJH��0$��+DUYDUG�8QLYHUVLW\�3UHVV�&KDQGOHU��$��'�� DQG�'DHPV��+�� ��������$GPLQLVWUDWLYH� FR�RUGLQDWLRQ�� DOORFDWLRQ�DQG�PRQLWRULQJ�� D�FRPSDUDWLYH�DQDO\VLV�RI�WKH�HPHUJHQFH RI�DFFRXQWLQJ�DQG�RUJDQL]DWLRQV�LQ�WKH�86$�DQG�(XURSH��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\����������������&KDQGOHU��,��)HWWHU��5��DQG�1HZEROG��5���������&RVW�DFFRXQWLQJ�DQG�EXGJHWLQJ��LQ�)UHHPDQ��5���HG����'5*V��7KHLU�'HVLJQ�DQG�'HYHORSPHQW� $QQ�$UERU� +HDOWK�$GPLQLVWUDWLRQ�3UHVV���������&KDUWHU��0���HG�����������*UHHQHU�0DUNHWLQJ��6KHIILHOG��*UHHQOHDI�3XEOLVKLQJ�&KDUWHUHG� ,QVWLWXWH� RI� 0DQDJHPHQW� $FFRXQWDQWV� �&,0$�� �������� 7KH� (YDOXDWLRQ� RI� (QHUJ\� 8VH��5HDGLQJV��/RQGRQ��&,0$�&KDVWDLQ�&��(����������(QYLURQPHQWDO�$FFRXQWLQJ�� 86�	�8.��$FFRXQWDQF\ 'HFHPEHU��������&KDWWHUMHH��3��DQG�)LQJHU��0�� ��������7KH�(DUWK�%URNHUV��3RZHU��3ROLWLFV�DQG�:RUOG�'HYHORSPHQW��5RXWHOHGJH�	�.HJDQ�3DXO�&KHQ�� .�� +�� DQG� 0HWFDOI�� 5�� :�� �������� 7KH� UHODWLRQVKLS� EHWZHHQ� SROOXWLRQ� FRQWURO� UHFRUG� DQG�ILQDQFLDO�LQGLFDWRUV�UHYLVLWHG��7KH�$FFRXQWLQJ�5HYLHZ����������������&KHQDOO��5��+��DQG�-XFKDX��5����������,QYHVWRU�LQIRUPDWLRQ�QHHGV��$Q�$XVWUDOLDQ�VWXG\��$FFRXQWLQJ�DQG�%XVLQHVV�5HVHDUFK������6SULQJ���������&KRL��)��6����������)LQDQFLDO�GLVFORVXUHV�LQ�UHODWLRQ�WR�D�ILUP¶V�FDSLWDO�FRVWV��$FFRXQWLQJ�DQG�%XVLQHVV�5HVHDUFK����������������&KRL�� -�6�� �������� $Q� HYDOXDWLRQ� RI� WKH� YROXQWDU\� FRUSRUDWH� HQYLURQPHQWDO� GLVFORVXUHV�� $�.RUHDQ�HYLGHQFH��6RFLDO�DQG�(QYLURQPHQWDO�$FFRXQWLQJ�������������&KXD��:�� )�� �������� 5DGLFDO� GHYHORSPHQWV� LQ� DFFRXQWLQJ� WKRXJKW�� 7KH� $FFRXQWLQJ� 5HYLHZ�� ���������������&KXD��:��)����������([SHUWV��QHWZRUN�DQG�LQVFULSWLRQV�LQ�WKH�IDEULFDWLRQ�RI�DFFRXQWLQJ�LPDJHV��VWRU\�RI�WKH�UHSUHVHQWDWLRQ�RI�WKUHH�SXEOLF�KRVSLWDOV��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\�������������������&KULVWHQVRQ�� &�� �������� 7KH� PHWKRGRORJ\� RI� SRVLWLYH� DFFRXQWLQJ�� 7KH� $FFRXQWLQJ� 5HYLHZ�� ����-DQXDU\� �����&KULVWRSKH�� %�� DQG� %HEELQJWRQ�� -�� �������� 7KH� )UHQFK� ELODQ� VRFLDO ± D� SUDJPDWLF� PRGHO� IRU� WKHGHYHORSPHQW� RI� DFFRXQWLQJ� IRU� WKH� HQYLURQPHQW"� $� UHVHDUFK� QRWH��%ULWLVK� $FFRXQWLQJ� 5HYLHZ����������������&KULVWRSKHU�� 7�� DQG� +XPRWR�� 6�� �������� 9ROXQWDU\� HQYLURQPHQWDO� GLVFORVXUHV� E\� $XVWUDOLDQ� OLVWHG�PLQHUDO�PLQLQJ�FRPSDQLHV��$Q�DSSOLFDWLRQ�RI�VWDNHKROGHU�WKHRU\��SDSHU�SUHVHQWHG�WR�WKH�%ULWLVK�$FFRXQWLQJ�$VVRFLDWLRQ�1DWLRQDO�&RQIHUHQFH��&DUGLII��������0DUFK������&KRXGKXU\��1����������7KH�VHHNLQJ�RI�DFFRXQWLQJ�ZKHUH�LW�LV�QRW��WRZDUGV�D�WKHRU\�RI�QRQ�DFFRXQWLQJ�LQ�RUJDQL]DWLRQDO�VHWWLQJV��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\�������� ��������&KXUFKLOO��1��&���5RQRQ��-���6DFN��5��-���6RUWHU��*��+��DQG�7UXHEORRG��5��0���������� ,QIRUPDWLRQ�IRU�3URSULHWRUV� DQG� 2WKHUV�� SDSHU� SUHSDUHG� IRU� WKH� 7HQWK� ,QWHUQDWLRQDO� &RQJUHVV� RI� $FFRXQWDQWV��7RXFKH�5RVV�	�&R�&KXUFKLOO��7����������5HSRUWLQJ�RQ�FRUSRUDWH�VRFLDO�UHVSRQVLELOLW\��-RXUQDO�RI�&RQWHPSRUDU\�%XVLQHVV��:LQWHU�������&KXUFKPDQ��&��:����������7KH�6\VWHPV�$SSURDFK��1HZ�<RUN��1<��'HOO�%RRNV�&KXUFKPDQ��&��:�������D���7KH�'HVLJQ�RI�,QTXLULQJ�6\VWHPV��1HZ�<RUN��1<��%DVLF�%RRNV��,QF�&KXUFKPDQ�� &�� :�� �����E��� 2Q� WKH� IDFLOLW\�� IHOLFLW\�� DQG� PRUDOLW\� RI� PHDVXULQJ� VRFLDO� FKDQJH��$FFRXQWLQJ�5HYLHZ��������������
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&ODUNH�-��DQG�*LEVRQ�6ZHHW�0����������7KH�XVH�RI�FRUSRUDWH�VRFLDO�GLVFORVXUHV�LQ�WKH�PDQDJHPHQW�RI�UHSXWDWLRQ�DQG OHJLWLPDF\��D�FURVV�VHFWRUDO�DQDO\VLV�RI�8.�7RS�����&RPSDQLHV��%XVLQHVV�(WKLFV��$�(XURSHDQ�5HYLHZ������������&ODUNVRQ�� 0�� %�� (�� �������� 'HILQLQJ�� HYDOXDWLQJ� DQG� PDQDJLQJ� FRUSRUDWH� VRFLDO� SHUIRUPDQFH�� WKH�VWDNHKROGHU�PDQDJHPHQW�PRGHO�� LQ�3RVW��-��(���HG����5HVHDUFK�LQ�&RUSRUDWH�6RFLDO�3HUIRUPDQFH�DQG�3ROLF\����� ��������*UHHQZLFK��&7��-$,�3UHVV�&ODUNVRQ��0��%��(�� ��������$� VWDNHKROGHU� IUDPHZRUN� IRU�DQDO\VLQJ�DQG�HYDOXDWLQJ�FRUSRUDWH� VRFLDO�SHUIRUPDQFH��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ����������������&ODUNVRQ��0�� %�� (�� DQG�'HFN��0�� �������� 7KH� 6WDNHKROGHU� 7KHRU\� RI� WKH� )LUP�� 3URFHHGLQJV� RI� D�:RUNVKRS� RQ� WKH� 6WDNHKROGHU� 7KHRU\� RI� WKH� )LUP� DQG� WKH� 0DQDJHPHQW� RI� (WKLFV� LQ� WKH�:RUNSODFH��8QLYHUVLW\�RI�7RURQWR��0D\�������&OHJJ��6��5����������7KH�7KHRU\�DQG�3RZHU�RI�2UJDQL]DWLRQ� /RQGRQ��5RXWHOHGJH�	�.HJDQ�3DXO�&OHJJ��6��5����������2UJDQL]DWLRQ�DQG�FRQWURO��$GPLQLVWUDWLYH�6FLHQFH�4XDUWHUO\�������������&OHJJ��6��DQG�'XQNHUOH\��'����������2UJDQL]DWLRQ��&ODVV�DQG�&RQWURO��/RQGRQ��5RXWHOHGJH�	�.HJDQ�3DXO�&OLIWRQ�� 3�� �������� 6WUDLJKW� UHSRUWLQJ�� /HVVRQV� WR� OHDUQ� IURP� DVVHVVLQJ� WRS� (XURSHDQ� FRPSDQLHV¶�DQQXDO�UHSRUWV��$FFRXQWDQF\��,QWHUQDWLRQDO�(GLWLRQ��)HEUXDU\�������&RDVH�� 5�� +�� �������� 7KH� QDWXUH� RI� WKH� ILUP�� (FRQRPLFD�� 1HZ� 6HULHV� ,9�� ��������� 5HSULQWHG� LQ�5HDGLQJV�LQ�SULFH�WKHRU\��+RPHZRRG��,/��,UZLQ����������&RDVH��5��+����������7KH�SUREOHP�RI�VRFLDO�FRVW��-RXUQDO�RI�/DZ�DQG�(FRQRPLFV����������&RDOLWLRQ� IRU� (QYLURQPHQWDOO\� 5HVSRQVLEOH� (FRQRPLHV� �&(5(6�� �������� *XLGH� WR� WKH� &(5�3ULQFLSOHV��:DWHUYLOOH��01��&(5(6�&RFKUDQ��3��/��DQG�:RRG��5��$����������&RUSRUDWH�VRFLDO� UHVSRQVLELOLW\�DQG�ILQDQFLDO�SHUIRUPDQFH��$FDGHP\�RI�0DQDJHPHQW�-RXUQDO���������������&RKHQ��&��6���������0RGHUQ�6RFLDO�7KHRU\��/RQGRQ��+HLQHPDQQ�&RKHQ��.��-��DQG�&\HUW��5��0����������7KHRU\�RI�WKH�)LUP��5HVRXUFH�$OORFDWLRQ�LQ�D�0DUNHW�(FRQRP\��6HFRQG�(GLWLRQ��1HZ�<RUN��3UHQWLFH�+DOO�&RKHQ��6����������6WDNHKROGHUV�DQG�FRQVHQW��%XVLQHVV�DQG�3URIHVVLRQDO�(WKLFV��������������&RODQWRQL�� &�� 6��� &RRSHU��:��:�� DQG� 'LHW]HU�� +�� -�� �������� $FFRXQWLQJ� DQG� 6RFLDO 5HSRUWLQJ�� LQ�$,&3$�5HSRUW��&UDPHU��-��-��DQG�6RUWHU��*��+���HGV����2EMHFWLYHV�RI�)LQDQFLDO�6WDWHPHQWV��9ROXPH����6HOHFWHG�3DSHUV� 1HZ�<RUN��$,&3$����������&ROOLHU�� -���'RROLWWOH�� ,�� DQG�%URNH��3�� ��������(QYLURQPHQWDO�'LVFORVXUHV��$FFRXQWDQWV�'LJHVW� ���/RQGRQ��$FFRXQWDQF\�%RRNV�&ROOLQV��'��:���5R]HWW��0��6��DQG�'KDOLZDO��'��6����������7KH�HFRQRPLF�GHWHUPLQDQWV�RI�WKH�PDUNHW�UHDFWLRQ�WR�SURSRVHG�PDQGDWRU\�DFFRXQWLQJ�FKDQJHV�LQ�WKH�RLO�DQG�JDV�LQGXVWU\��$�FURVV�VHFWLRQDO�DQDO\VLV��-RXUQDO�RI�$FFRXQWLQJ�DQG�(FRQRPLFV��������������&ROOLVRQ�'��-����������7KH�UHVSRQVH�RI�VWDWXWRU\�ILQDQFLDO�DXGLWRUV�LQ�WKH�8.�WR�HQYLURQPHQWDO�LVVXHV��$�GHVFULSWLYH�DQG�H[SORUDWRU\�FDVH�VWXG\��%ULWLVK�$FFRXQWLQJ�5HYLHZ����������������&ROOLVRQ� '�� �������� 7KH� (XURSHDQ� &RPPLVVLRQ¶V� 5HFRPPHQGDWLRQ� RQ� (QYLURQPHQWDO� ,VVXHV� LQ�&RPSDQ\�$QQXDO�$FFRXQWV�DQG�5HSRUWV��LQ�$&&$��HG����7KH�%LJ�3LFWXUH��KRZ�WKH�HQYLURQPHQW�LQIOXHQFHV�FRUSRUDWH�SURILW��/RQGRQ��&HUWLILHG�$FFRXQWDQWV�(GXFDWLRQDO�7UXVW��������&ROOLVRQ�'��-��DQG�*UD\��5��+����������$XGLWRUV
�UHVSRQVH�WR�HPHUJLQJ�LVVXHV��$�8.�SHUVSHFWLYH�RQ�WKH�VWDWXWRU\�DXGLWRU�DQG�WKH�HQYLURQPHQW��,QWHUQDWLRQDO�-RXUQDO�RI�$XGLWLQJ���������������&ROOLVRQ�'��-���*UD\��5��+�DQG�,QQHV��-����������7KH�)LQDQFLDO�$XGLWRU�DQG�WKH�(QYLURQPHQW��/RQGRQ��,&$(:�&RPPLVVLH� &RUSRUDWH� *RYHUQDQFH� �������� &RUSRUDWH� JRYHUQDQFH� LQ� 1HGHUODQG�� 'H� YHHUWLJ�DDQEHYHOLQJHQ��$PVWHUGDP��&RPPLVVLH�&RUSRUDWH�*RYHUQDQFH�&RPPLVVLRQ�RI�WKH�(XURSHDQ�&RPPXQLWLHV��&(&����������((&�6WXG\�*URXS�RQ�WKH�0DQDJHPHQW�RI�&RUSRUDWH�6RFLDO�$IIDLUV��+HQOH\��0LPHR�
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&RPPLVVLRQ�RI�WKH�(XURSHDQ�&RPPXQLWLHV��&(&����������)RXUWK�&RXQFLO�'LUHFWLYH�RI����-XO\������RQ� WKH�DQQXDO�DFFRXQWV�RI�FHUWDLQ� W\SHV�RI�FRPSDQLHV��1R���������((&��2IILFLDO�-RXUQDO�RI� WKH�(XURSHDQ�&RPPXQLWLHV��/�������������$XJXVW�����������%UXVVHOV��&(&�&RPPLVVLRQ�RI�WKH�(XURSHDQ�&RPPXQLWLHV��&(&����������6HYHQWK�&RXQFLO�'LUHFWLYH�RI����-XQH������RQ� FRQVROLGDWHG� DFFRXQWV��1R�� �������((&��2IILFLDO� -RXUQDO� RI� WKH�(XURSHDQ�&RPPXQLWLHV�� /������������-XO\�����������%UXVVHOV��&(&�&RPPLVVLRQ� RI� WKH� (XURSHDQ� &RPPXQLWLHV� �&(&�� �������� 'LUHFWLYH� RQ� )UHHGRP� RI� $FFHVV� WR�,QIRUPDWLRQ� RQ� WKH� (QYLURQPHQW�� 'LUHFWLYH� �������((&�� 2IILFLDO� -RXUQDO� RI� WKH� (XURSHDQ�&RPPXQLWLHV��/������������-XQH�������%UXVVHOV��&(&&RPPLVVLRQ� RI� WKH� (XURSHDQ� &RPPXQLWLHV �&(&�� �������� 7RZDUGV� VXVWDLQDELOLW\�� $� (XURSHDQ�&RPPXQLW\� 3URJUDPPH� RI� 3ROLF\� DQG� $FWLRQ� LQ� UHODWLRQ� WR� WKH� (QYLURQPHQW� DQG� 6XVWDLQDEOH�'HYHORSPHQW�� &20������� ± 9RO�� ,,�� DQG� 9RO�� ,,,� �)LIWK� (XURSHDQ�8QLRQ� $FWLRQ� 3URJUDPPH���%UXVVHOV��&(&�&RPPLVVLRQ� RI� WKH� (XURSHDQ� &RPPXQLWLHV� �&(&�� �����D��� &RPPXQLFDWLRQ� RI� ��'HFHPEHU� ������³$Q�RSHQ�DQG�VWUXFWXUHG�GLDORJXH�EHWZHHQ�WKH�&RPPLVVLRQ�DQG�VSHFLDO�LQWHUHVW�JURXSV´��2IILFLDO�-RXUQDO�RI�WKH�(XURSHDQ�&RPPXQLWLHV��������0DUFK�������%UXVVHOV��&(&�&RPPLVVLRQ�RI�WKH�(XURSHDQ�&RPPXQLWLHV��&(&�������E���&RXQFLO�5HJXODWLRQ��((&��1R����������RI� ��� -XQH� ����� DOORZLQJ� YROXQWDU\� SDUWLFLSDWLRQ� E\� FRPSDQLHV� LQ� WKH� LQGXVWULDO� VHFWRU� LQ� D�&RPPXQLW\�HFR�PDQDJHPHQW�DQG�DXGLW�VFKHPH� 2IILFLDO�-RXUQDO�RI� WKH�(XURSHDQ�&RPPXQLWLHV��/������������-XO\�����������%UXVVHOV��&(&�&RPPLVVLRQ�RI� WKH�(XURSHDQ�&RPPXQLWLHV��&(&����������&RPPXQLFDWLRQ� IURP�WKH�&RPPLVVLRQ�RI���� 1RYHPEHU� ������ $FFRXQWLQJ� KDUPRQLVDWLRQ�� $� 1HZ� 6WUDWHJ\� YLV�j�YLV� ,QWHUQDWLRQDO�+DUPRQLVDWLRQ �&20����������%UXVVHOV��&(&�&RPPLVVLRQ�RI�WKH�(XURSHDQ�&RPPXQLWLHV��&(&��������� :KLWH�3DSHU�RQ�(QYLURQPHQWDO�/LDELOLW\��&20���������)LQDO��&(&��%UXVVHOV����)HEUXDU\������&RPPLVVLRQ�RI�WKH�(XURSHDQ�&RPPXQLWLHV��&(&�������D���&RXQFLO�5HJXODWLRQ��((&��1R�����������RI� ��� 0DUFK� ����� DOORZLQJ� YROXQWDU\� SDUWLFLSDWLRQ� E\� RUJDQL]DWLRQV� LQ� D� &RPPXQLW\� HFR�PDQDJHPHQW�DQG�DXGLW�VFKHPH� 2IILFLDO�-RXUQDO�RI�WKH�(XURSHDQ�&RPPXQLWLHV��/��������� $SULO�����������%UXVVHOV��&(&�&RPPLVVLRQ�RI�WKH�(XURSHDQ�&RPPXQLWLHV��&(&�������E���5HFRPPHQGDWLRQ�RI����0D\������RQ�WKH�UHFRJQLWLRQ��PHDVXUHPHQW�DQG�GLVFORVXUH�RI�HQYLURQPHQWDO�LVVXHV�LQ�DQQXDO�DFFRXQWV�DQG�DQQXDO�UHSRUWV� RI� FRPSDQLHV� &������� ������ ���������(&�� 2IILFLDO� -RXUQDO� RI� WKH� (XURSHDQ�&RPPXQLWLHV��/������������ -XQH�����������%UXVVHOV��&(&�&RPPLVVLRQ� RI� WKH� (XURSHDQ� &RPPXQLWLHV� �&(&�� �����F��� &RPPXQLFDWLRQ� RI� ��� -DQXDU\� ������³&RQFHUQLQJ�WKH�VL[WK�DFWLRQ�SODQ�IRU�WKH�HQYLURQPHQW��2XU�IXWXUH��2XU�&KRLFH´�&20����������ILQDO��2IILFLDO�-RXUQDO�RI�WKH�(XURSHDQ�&RPPXQLWLHV��%UXVVHOV��&(&��&RPPLVVLRQ�RI�WKH�(XURSHDQ�&RPPXQLWLHV��&(&�������G���&RPPXQLFDWLRQ�RI����-XO\�������³*UHHQ�SDSHU��3URPRWLQJ�D�(XURSHDQ�)UDPHZRUN�IRU�&RUSRUDWH�6RFLDO�5HVSRQVLELOLW\´��&20�����������ILQDO��%UXVVHOV��&(&�&RPPLVVLRQ� RI� WKH� (XURSHDQ� &RPPXQLWLHV� �&(&�� �������� &RPPXQLFDWLRQ� RI� �� -XO\� ������³&RQFHUQLQJ� &RUSRUDWH� 6RFLDO� 5HVSRQVLELOLW\�� $� %XVLQHVV� &RQWULEXWLRQ� WR� 6XVWDLQDEOH�'HYHORSPHQW´��&20�����������ILQDO��%UXVVHOV��&(&�&RPPLVVLRQ�RI�WKH�(XURSHDQ�&RPPXQLWLHV��&(&����������'LUHFWLYH�RI�WKH�(XURSHDQ�3DUOLDPHQW�DQG�RI� WKH� &RXQFLO� DPHQGLQJ� &RXQFLO� 'LUHFWLYHV� �������((&�� �������((&�� �������((&� $1'��������((&�RQ� WKH�DQQXDO�DQG�FRQVROLGDWHG�DFFRXQWV�RI�FHUWDLQ� W\SHV�RI�FRPSDQLHV��EDQNV�DQG�RWKHU�ILQDQFLDO�LQVWLWXWLRQV�DQG�LQVXUDQFH�XQGHUWDNLQJV��GDWH�DQG�QXPEHU�VWLOO�WR�EH�GHWHUPLQHG���%UXVVHOV��&(&�&RPPLVVLRQ�RQ�FRPSDQ\�ZLGH�HQYLURQPHQWDO�FRQWURO��&:(&�����������0LOLHX]RUJ�LQ�VDPHQVSHO��¶V�*UDYHQKDJH��&RPPLVVLRQ�RQ�&:(&�&RPPLWWHH� RQ� &RUSRUDWH� *RYHUQDQFH� �+DPSHO� &RPPLWWHH�� �������� )LQDO� UHSRUW�� &RPPLWWHH� RQ�FRUSRUDWH�JRYHUQDQFH��/RQGRQ��&RPPLWWHH�RQ�&RUSRUDWH�*RYHUQDQFH�DQG�*HH�3XEOLVKLQJ�
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&RPPLWWHH� RQ� &RUSRUDWH� *RYHUQDQFH� ������� 7KH� &RPELQHG� &RGH�� 3DUW� �� 3ULQFLSOHV� RI� *RRG�*RYHUQDQFH��3DUW��� &RGH�RI�%HVW�3UDFWLFH��/RQGRQ��&RPPLWWHH�RQ�&RUSRUDWH�*RYHUQDQFH�DQG�*HH�3XEOLVKLQJ�&RPPLWWHH�RQ�WKH�)LQDQFLDO�$VSHFWV�RI�&RUSRUDWH�*RYHUQDQFH��&DGEXU\�&RPPLWWHH����������5HSRUW�RI�WKH�&RPPLWWHH�RQ�WKH�)LQDQFLDO�$VSHFWV�RI�&RUSRUDWH�*RYHUQDQFH��/RQGRQ��*HH�	�&R�&RPSDQ\�5HSRUWLQJ ��������(QYLURQPHQWDO�5HSRUWLQJ������-XO\������&RPSDQ\�5HSRUWLQJ ��������(QYLURQPHQWDO�5HSRUWLQJ������6HSWHPEHU������&RPSDQ\�5HSRUWLQJ ��������(QYLURQPHQWDO�5HSRUWLQJ������$XJXVW������&RPSDQ\�5HSRUWLQJ ��������(QYLURQPHQWDO�5HSRUWLQJ������$XJXVW������&RPSUHKHQVLYH�(QYLURQPHQWDO�5HVSRQVH��&RPSHQVDWLRQ��DQG�/LDELOLW\�$FW�RI�������&(5&/$����������86&�������������������DV�DPHQGHG�E\�6XSHUIXQG�$PHQGPHQWV�DQG�5HDXWKRUL]DWLRQ�$FW�RI����������86&������������������&RPSWH��$����������7KH�3RVLWLYH�3KLORVRSK\�RI�$XJXVW�&RPSWH����YROV���WUDQVODWHG�E\�0DUWLQHDX��+����/RQGRQ��&KDSPDQ�&RQIHGHUDWLRQ�RI�%ULWLVK�,QGXVWU\��&%,����������7KH�5HVSRQVLELOLWLHV�RI�WKH�%ULWLVK�3XEOLF�&RPSDQ\��)LQDO�5HSRUW�RI�WKH�&RPSDQ\�$IIDLUV�&RPPLWWHH��/RQGRQ��&%,�&RQRYHU�� 7�� $�� DQG�:DOODFH��:�� $�� �������� (TXLW\�0DUNHW� %HQHILWV� WR� 'LVFORVXUH� RI� *HRJUDSKLF�6HJPHQW� ,QIRUPDWLRQ�� $Q� $UJXPHQW� IRU� 'HFUHDVHG� 8QFHUWDLQW\� :RUNLQJ� SDSHU�� )HEUXDU\� ��������&RQVWDQ]D��5�� �HG�� �������� (FRORJLFDO�(FRQRPLFV��7KH� 6FLHQFH� DQG�0DQDJHPHQW�RI�6XVWDLQDELOLW\��1HZ�<RUN��1HZ�<RUN��&ROXPELD�8QLYHUVLW\�3UHVV�&RRNH�� 7�� (� �������� 9ROXQWDU\� &RUSRUDWH� 'LVFORVXUH� E\� 6ZHGLVK� &RPSDQLHV�� -RXUQDO� RI�,QWHUQDWLRQDO�)LQDQFLDO�0DQDJHPHQW�DQG�$FFRXQWLQJ�������������&RRNH��7��(����������5HJUHVVLRQ�DQDO\VLV�LQ�DFFRXQWLQJ�GLVFORVXUH�VWXGLHV��$FFRXQWLQJ�DQG�%XVLQHVV�5HVHDUFK����������������&RRNH�� 7�� DQG� &DPSEHOO�� '�� �������� 7KH� GHVLJQ� DQG� FRQGXFW� RI� TXDVL�H[SHULPHQWV� DQG� WUXH�H[SHULPHQWV� LQ� ILHOG� VHWWLQJV�� LQ� 'XQQHWWH�� 0�� '�� �HG���� +DQGERRN� RI� ,QGXVWULDO� DQG�2UJDQL]DWLRQDO�3V\FKRORJ\��&KLFDJR��5DQN�0F1DOO\�&RRSHU�� &�� �������� 7KH� QRQ� DQG QRP� RI� DFFRXQWLQJ� IRU� �P�RWKHU� QDWXUH��$FFRXQWLQJ�� $XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO��������������&RRSHU�� '�� -�� �������� 'LVFXVVLRQ� RI� WRZDUGV� D� 3ROLWLFDO� (FRQRP\� RI� $FFRXQWLQJ�� $FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\���������������&RRSHU��'��-����������7LGLQHVV��PXGGOH�DQG�WKLQJV��FRPPRQDOLWLHV�DQG�GLYHUJHQFLHV�LQ�WZR�DSSURDFKHV�WR�PDQDJHPHQW�DFFRXQWLQJ�UHVHDUFK��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\������������������&RRSHU��'��-����������$�VRFLDO�DQDO\VLV�RI�FRUSRUDWH�SROOXWLRQ�GLVFORVXUHV��$�FRPPHQW��$GYDQFHV�LQ�3XEOLF�,QWHUHVW�$FFRXQWLQJ���� �������&RRSHU��'��-���+D\HV��'��DQG�:ROI��)����������$FFRXQWLQJ�LQ�RUJDQL]HG�DQDUFKLHV��8QGHUVWDQGLQJ�DQG�GHVLJQLQJ� DFFRXQWLQJ� V\VWHPV� LQ� DPELJXRXV� VLWXDWLRQV�� $FFRXQWLQJ�� 2UJDQL]DWLRQV� 	� 6RFLHW\���������������&RRSHU� '��-��DQG�6KHUHU��0��-����������7KH�YDOXH�RI�FRUSRUDWH�DFFRXQWLQJ�UHSRUWV��DUJXPHQWV�IRU�D�SROLWLFDO�HFRQRP\�RI�DFFRXQWLQJ��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\������������������&RRSHU��5�DQG�.DSODQ��5����������7KH�'HVLJQ�RI�&RVW�0DQDJHPHQW�6\VWHPV��(QJOHZRRG�&OLIIV��1-��3UHQWLFH�+DOO�&R�RSHUDWLYH�%DQN�SOF���������7KH�3DUWQHUVKLS�5HSRUW��0DQFKHVWHU��8.��&R�RSHUDWLYH�%DQN�SOF�&R�RSHUDWLYH�%DQN�SOF���������3DUWQHUVKLS�5HSRUW�������0DQFKHVWHU��8.��&R�RSHUDWLYH�%DQN�SOF�&RRSHUV�	�/\EUDQG���������%XVLQHVV�DQG�WKH�(QYLURQPHQW��$Q�H[HFXWLYH�JXLGH��6\GQH\��&RRSHUV�	�/\EUDQG�&RRSHUV� 	� /\EUDQG� 'HORLWWH� �������� (QYLURQPHQW� DQG� )LQDQFH� )XQFWLRQ�� 6XUYH\� RI� )LQDQFH�'LUHFWRUV��/RQGRQ��&RRSHUV�	�/\EUDQG�'HORLWWH�



5HIHUHQFHV

���

&RRSHUV� 	� /\EUDQG� 'HORLWWH� �������� <RXU� %XVLQHVV� DQG� WKH (QYLURQPHQW�� /RQGRQ�� &RRSHUV� 	�/\EUDQG�'HORLWWH�&RSHODQG��5��0����������,QFRPH�6PRRWKLQJ��LQ�(PSLULFDO�UHVHDUFK�LQ�DFFRXQWLQJ��6HOHFWHG�VWXGLHV��6XSSOHPHQW�WR�9ROXPH����-RXUQDO�RI�$FFRXQWLQJ�5HVHDUFK���������&RUPLHU��'���0DJQDQ��0��DQG�0RUDUG��%�� ��������(QYLURQPHQWDO� OLDELOLW\��$�FRQFHUQ�IRU� LQYHVWRUV��&*$�0DJD]LQH��$SULO��������&RUPLHU�� '�� DQG� 0DJQDQ�� 0�� �������� 'HFLVLRQV�� GHFLVLRQV�� :KDW� PRWLYDWHV� PDQDJHUV� WR� FKRRVH�FHUWDLQ�SROLFLHV�DQG�PHWKRGV"�&$�0DJD]LQH��6HSWHPEHU��������&RUQHOO�� %�� DQG� 6KDSLUR� $�� �������� &RUSRUDWH� VWDNHKROGHUV� DQG� FRUSRUDWH� ILQDQFH�� )LQDQFLDO�0DQDJHPHQW�����������&RVHU��/��$����������7KH�)XQFWLRQV�RI�6RFLDO�&RQIOLFW��1HZ�<RUN��)UHH�3UHVV�&RXQFLO� RQ� (FRQRPLF� 3ULRULWLHV� �&(3�� �����D��� 0HPRUDQGXP� VXEPLWWHG� WR� WKH� 6HFXULWLHV� DQG�([FKDQJH�&RPPLVVLRQ��)LOH�1R��6�������&RUSRUDWH�'LVFORVXUH�RI�6RFLDOO\�6LJQLILFDQW�0DWWHUV��0D\���������&RXQFLO�RQ�(FRQRPLF�3ULRULWLHV��&(3����������7KH�3ROOXWLRQ�$XGLW��1HZ�<RUN��1<��&(3�&RZHQ��6��6���)HUUHUL��/��%��DQG�3DUNHU��/��'����������7KH�LPSDFW�RI�FRUSRUDWH�FKDUDFWHULVWLFV�RQ�VRFLDO�UHVSRQVLELOLW\�GLVFORVXUH��$�W\SRORJ\�DQG�IUHTXHQF\�EDVHG�DQDO\VLV��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\����������������&UDIW� -��$�� �������� ,QIRUPDWLRQ�GLVFORVXUH�DQG�FROOHFWLYH�EDUJDLQLQJ� � D�UH�H[DPLQDWLRQ��$FFRXQWLQJ�2UJDQL]DWLRQV�DQG�6RFLHW\������� �������&UDIW��-��$����������$�UHSO\�WR�0DXQGHUV�DQG�)ROH\��$FFRXQWLQJ�2UJDQL]DWLRQV�DQG�6RFLHW\��������������&UDQH��$����������5KHWRULF�DQG�UHDOLW\�LQ�WKH�JUHHQLQJ�RI�RUJDQL]DWLRQDO�FXOWXUH�� LQ�/HGJHUZRRG��*���HG����*UHHQLQJ�7KH�%RDUGURRP��&RUSRUDWH�*RYHUQDQFH�DQG�%XVLQHVV�6XVWDLQDELOLW\��6KHIILHOG��*UHHQOHDI�3XEOLVKLQJ���������&UDYHQ��%��0��DQG�2WVPDQL��%����������6RFLDO�DQG�HQYLURQPHQWDO�UHSRUWLQJ�RQ�WKH�,QWHUQHW�E\�OHDGLQJ�8.� FRPSDQLHV�� SDSHU� SUHVHQWHG� DW� WKH� ��QG $QQXDO� &RQJUHVV� RI� WKH� (XURSHDQ� $FFRXQWLQJ�$VVRFLDWLRQ��%LUPLQJKDP��8.�&65� (XURSH� �������� &RUSRUDWH� 6RFLDO� 5HVSRQVLELOLW\�� -RLQW� OHWWHU� ZLWK� 81,&(� DQG� WKH� (XURSHDQ�5RXQG�7DEOH�RI�,QGXVWULDOLVWV��(57��WR�5RPDQR�3URGL��3UHVLGHQW�RI�WKH�(XURSHDQ�&RPPLVVLRQ���-XQH�������UHI�����������-RLQW�OHWWHU�81,&(�(57�&65�(XURSH�),1�&XPPLQJ�� -�� )�� �������� (QJDJLQJ� VWDNHKROGHUV� LQ� FRUSRUDWH� DFFRXQWDELOLW\� SURJUDPPHV�� $� FURVV�VHFWRUDO�DQDO\VLV�RI�8.�DQG�WUDQVQDWLRQDO�H[SHULHQFH��%XVLQHVV�(WKLFV��$�(XURSHDQ�5HYLHZ���������������&XQQLQJKDP��-��2����������(QYLURQPHQWDO�GLVFORVXUH�LQ�FRUSRUDWH�VHFXULWLHV�UHSRUWLQJ��%RVWRQ�&ROOHJH�(QYLURQPHQWDO�$IIDLUV�/DZ�UHYLHZ������������&\HUW��5��0�� DQG�0DUFK�� -��*�� ��������$�%HKDYLRXUDO�7KHRU\�RI� WKH�)LUP��(QJOHZRRG�&OLIIV��1HZ�-HUVH\��3UHQWLFH�+DOO�'¶$QWRQLR��/���-RKQVHQ��7��DQG�+XWWRQ��%����������6RFLDOO\�UHVSRQVLEOH�LQYHVWLQJ�DQG�DVVHW�DOORFDWLRQ��7KH�-RXUQDO�RI�,QYHVWLQJ��������������'¶$YHQL��5��$��DQG�0DF0LOODQ��,��&����������&ULVLV�DQG�WKH�FRQWHQW�RI�PDQDJHULDO�FRPPXQLFDWLRQV��$�VWXG\� RI� WKH� IRFXV� RI� DWWHQWLRQ� RI� WRS�PDQDJHUV� LQ� VXUYLYLQJ� DQG� IDLOLQJ� ILUPV��$GPLQLVWUDWLYH�6FLHQFH�4XDUWHUO\����� �������'DQLVK�(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\���������6WDWXWRU\�2UGHU�IURP�WKH�0LQLVWU\�RI�(QYLURQPHQW�DQG�(QHUJ\�1R�� ����RI�'HFHPEHU�����������RQ� WKH�GXW\�RI� FHUWDLQ� OLVWHG�DFWLYLWLHV� WR�GUDZ�XS�*UHHQ� $FFRXQWV�� 2IILFLDO� (QJOLVK� 7UDQVODWLRQ�� .¡EHQKDYQ�� 'DQLVK� (QYLURQPHQWDO� 3URWHFWLRQ�$JHQF\�'DQLVK� (QYLURQPHQWDO� 3URWHFWLRQ� $JHQF\� �0LOM¡VW\UHOVHQ�� ��������*UHHQ� DFFRXQWLQJ� LQ� 'HQPDUN��.¡EHQKDYQ�� 'DQLVK� (QYLURQPHQWDO� 3URWHFWLRQ� $JHQF\�� 0DUFK� ���� ������KWWS���ZZZ�PVW�GN�KRPHSDJH��
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'DQLVK� (QYLURQPHQWDO� 3URWHFWLRQ� $JHQF\� �0LOM¡VW\UHOVHQ�� �������� 7KH� 'DQLVK� *UHHQ� $FFRXQWV��([SHULHQFHV� DQG� LQWHUQDO� HIIHFWV�� $UWLFOH� IURP� WKH� 'DQLVK� (QYLURQPHQWDO� 3URWHFWLRQ� $JHQF\�ZHEVLWH��KWWS���ZZZ�PVW�GN'DKO��5��$����������$�3UHIDFH�WR�'HPRFUDWLF�7KHRU\��&KLFDJR��8QLYHUVLW\�RI�&KLFDJR�3UHVV�'DKO��5��$����������7KH�FRQFHSW�RI�SRZHU��%HKDYLRXUDO�6FLHQFH���� �������'DKO��5��$�� ��������:KR�*RYHUQV"�'HPRFUDF\�DQG�3RZHU� LQ�DQ�$PHULFDQ�&LW\��1HZ�+DYHQ��&7��<DOH�8QLYHUVLW\�3UHVV�'DKO��5��$����������3RO\DUFK\��3DUWLFLSDWLRQ�DQG�2SSRVLWLRQ� 1HZ�+DYHQ��&7��<DOH�8QLYHUVLW\�3UHVV�'DKO��5��$����������3OXUDOLVP�UHYLVLWHG��&RPSDUDWLYH�3ROLWLFV�����������������'DKO��5��$����������$�3UHIDFH�WR�(FRQRPLF�'HPRFUDF\��&DPEULGJH��3ROLW\�3UHVV�'DKO��5��$����������'HPRFUDF\�DQG�,WV�&ULWLFV� 1HZ�+DYHQ��&7��<DOH�8QLYHUVLW\�3UHVV�'DKO��5��$����������'LOHPPDV�RI�3OXUDOLVW�'HPRFUDF\��1HZ�+DYHQ��&7��<DOH�8QLYHUVLW\�3UHVV�'DKUHQGRUI��5����������&ODVV�DQG�&ODVV�&RQIOLFW�LQ�DQ�,QGXVWULDO�6RFLHW\��1HZ�<RUN��5RXWHOHGJH�	�.HJDQ�3DXO�'DOH\�� /��$�� DQG�9LJHODQG��5�� /�� �������� 7KH� HIIHFWV� RI� GHEW� FRYHQDQWV� DQG�SROLWLFDO� FRVWV� RQ WKH�FKRLFH�RI�DFFRXQWLQJ�PHWKRGV��WKH�FDVH�RI�DFFRXQWLQJ�IRU�5	'�FRVWV��-RXUQDO�RI�$FFRXQWLQJ�DQG�(FRQRPLFV���� ��������'DUURXJK��0��1�� ��������'LVFORVXUH�SROLF\�DQG�FRPSHWLWLRQ��&RXUQRW�YV��%HUWUDQG��7KH�$FFRXQWLQJ�5HYLHZ����������������'DVKHU�� 3�� (�� DQG�0DOFROP�� 5�� (�� ��������$� QRWH� RQ� LQFRPH� VPRRWKLQJ� LQ� WKH� FKHPLFDO� LQGXVWU\��-RXUQDO�RI�$FFRXQWLQJ�5HVHDUFK��$XWXPQ���������'DYH\�� +�� %�� ��������&RUSRUDWH� 6RFLDO� 5HVSRQVLELOLW\� 'LVFORVXUH� LQ� 1HZ� =HDODQG�� $Q� (PSLULFDO�,QYHVWLJDWLRQ�� 2FFDVLRQDO� 3DSHU� 1R����� 3DOPHUVWRQ� 1RUWK�� 0DVVH\� 8QLYHUVLW\�� )DFXOW\� RI�%XVLQHVV�6WXGLHV�'DYLGVRQ��3����������3RVW�.H\QHVLDQ�HFRQRPLFV��VROYLQJ�WKH�FULVLV�LQ�HFRQRPLF�WKHRU\��LQ�%HOO��'��DQG�.ULVWRO��,���HGV����7KH�&ULVLV�LQ�(FRQRPLF�7KHRU\��1HZ�<RUN��%DVLF�%RRNV�'DYLV��.����������7KH�FDVH�IRU�DQG�DJDLQVW�EXVLQHVV¶�DVVXPSWLRQ�RI�VRFLDO�UHVSRQVLELOLWLHV��$FDGHP\�RI�0DQDJHPHQW�-RXUQDO����������������'DYLV��.����������6RFLDO�UHVSRQVLELOLW\�LV�LQHYLWDEOH� &DOLIRUQLD�0DQDJHPHQW�5HYLHZ���������������'DYLV��6��:���0HQRQ��.�� DQG�0RUJDQ��*�� ��������7KH� LPDJHV� WKDW�KDYH�VKDSHG�DFFRXQWLQJ� WKHRU\��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\���������������'DYLV�:DOOLQJ�� 3�� DQG� %DWWHUPDQ�� 6�� $�� �������� (QYLURQPHQWDO� UHSRUWLQJ� E\� WKH� )RUWXQH� ����FRPSDQLHV��(QYLURQPHQWDO�0DQDJHPHQW�����������������'H� 6WH� &URL[� ��������*UHHN� DQG�5RPDQ�$FFRXQWLQJ�� LQ� /LWWOHWRQ��$�� &�� DQG�<DPH\�� %�� 6�� �HGV����6WXGLHV�LQ�WKH�+LVWRU\�RI�$FFRXQWLQJ�/LWHUDWXUH��+RPHZRRG��,OOLQRLV��5LFKDUG�'��,UZLQ�,QF�GH�7RFTXHYLOOH��$����������'HPRFUDF\�LQ�$PHULFD��9ROXPH�,��GH�7RFTXHYLOOH��$����������'HPRFUDF\�LQ�$PHULFD��9ROXPH�,,�'H�9LOOLHUV��&�� DQG�%DUQDUG�� 3�� ��������*UHHQ�5HSRUWLQJ� E\� OLVWHG� FRPSDQLHV� LQ� 6RXWK�$IULFD�� 6L[�\HDUV�� 5HVHDUFK�5HSRUW� RI� WKH�'HSDUWPHQW� RI�$FFRXQWLQJ� DQG� )LQDQFH��8QLYHUVLW\� RI� 3UHWRULD��6RXWK�$IULFD�'HDNLQ��(�%�� ��������$Q�$QDO\VLV� RI�'LIIHUHQFHV�%HWZHHQ�1RQ�0DMRU�2LO� )LUPV�8VLQJ�6XFFHVVIXO�(IIRUWV�DQG�)XOO�&RVW�0HWKRGV��7KH�$FFRXQWLQJ�5HYLHZ����������������'H$QJHOR��/��(�� ��������0DQDJHULDO�FRPSHWLWLRQ�� LQIRUPDWLRQ�FRVWV�DQG�FRUSRUDWH�JRYHUQDQFH��7KH�XVH� RI� DFFRXQWLQJ� SHUIRUPDQFH� PHDVXUHV� LQ� SUR[\� FRQWHVWV�� -RXUQDO� RI� $FFRXQWLQJ� DQG�(FRQRPLFV����������'HFKRZ�� 3�� 0��� 6ORDQ�� 5�� DQG� 6ZHHQH\�� $�� 3�� �������� 'HWHFWLQJ� (DUQLQJV� 0DQDJHPHQW�� 7KH�$FFRXQWLQJ�5HYLHZ�����������������
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'HHJDQ��&�� �������� 7KH� OHJLWLPLVLQJ� HIIHFW� RI� VRFLDO� DQG� HQYLURQPHQWDO� GLVFORVXUHV� ± D� WKHRUHWLFDO�IRXQGDWLRQ��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO�������� ��������'HHJDQ�� &��� *HGGHV�� 6�� DQG� 6WDXQWRQ�� -�� ��������$� VXUYH\� RI�$XVWUDOLDQ� DFFRXQWDQWV¶� DWWLWXGHV� RQ�HQYLURQPHQWDO UHSRUWLQJ��$FFRXQWLQJ�)RUXP�����������������'HHJDQ��&���DQG�*RUGRQ��%����������$�VWXG\�RI�WKH�HQYLURQPHQWDO�GLVFORVXUH�SUDFWLFHV�RI�$XVWUDOLDQ�FRUSRUDWLRQV��$FFRXQWLQJ�DQG�%XVLQHVV�5HVHDUFK����������������'HHJDQ��&��DQG�5DQNLQ��0����������'R�$XVWUDOLDQ�FRPSDQLHV�UHSRUW�HQYLURQPHQWDO�QHZV�REMHFWLYHO\"��$Q�DQDO\VLV�RI�HQYLURQPHQWDO�GLVFORVXUHV�E\�ILUPV�SURVHFXWHG�VXFFHVVIXOO\�E\�WKH�(QYLURQPHQWDO�3URWHFWLRQ�$XWKRULW\��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO��������������'HHJDQ��&��DQG�5DQNLQ��0����������7KH�PDWHULDOLW\�RI�HQYLURQPHQWDO�LQIRUPDWLRQ�WR�XVHUV�RI�DQQXDO�UHSRUWV��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO����������������'HHJDQ�� &��� 5DQNLQ�� 0�� DQG� 7RELQ�� -�� �������� $Q� H[DPLQDWLRQ� RI� WKH� FRUSRUDWH� VRFLDO� DQG�HQYLURQPHQWDO� GLVFORVXUHV� RI %+3� IURP� ��������� $� WHVW� RI� OHJLWLPDF\� WKHRU\�� $FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO����������������'HHJDQ��&���5DQNLQ��0��DQG�9RJKW��3����������)LUPV¶�GLVFORVXUH�UHDFWLRQV�WR�PDMRU�VRFLDO�LQFLGHQWV��$XVWUDOLDQ�HYLGHQFH��$FFRXQWLQJ�)RUXP����������������'HHSKRXVH��'�� /�� ��������'RHV� LVRPRUSKLVP� OHJLWLPDWH"�$FDGHP\� RI�0DQDJHPHQW� -RXUQDO�� ���������������'HHW]��6���������'HVFULELQJ�GLIIHUHQFHV�LQ�DSSURDFKHV�WR�RUJDQL]DWLRQ�VFLHQFH��UHWKLQNLQJ�%XUUHOO�DQG�0RUJDQ�DQG�WKHLU�OHJDF\��2UJDQL]DWLRQ�6FLHQFH������� ��������'HORLWWH�7RXFKH�7RKPDWVX�,QWHUQDWLRQDO��'77,���,QWHUQDWLRQDO�,QVWLWXWH�IRU�6XVWDLQDEOH�'HYHORSPHQW��,,6'�� DQG� 6XVWDLQ$ELOLW\� /WG�� �������� &RPLQJ� &OHDQ�� &RUSRUDWH� (QYLURQPHQWDO� 5HSRUWLQJ� �2SHQLQJ�8S�IRU�6XVWDLQDEOH�'HYHORSPHQW��/RQGRQ��'77�'HORLWWH�� 7RXFKH� 7RKPDWVX� ,QWHUQDWLRQDO� �������� &RUSRUDWH� (QYLURQPHQWDO� 5HSRUWLQJ� ����� ±� D1RUGLF�6XUYH\��6FDQGLQDYLD��'HORLWWH�	�7RXFKH�0LOM¡��6HSWHPEHU������'HPVHW]��+����������7RZDUG�D�WKHRU\�RI�SURSHUW\�ULJKWV��$PHULFDQ�(FRQRPLF�5HYLHZ��������������'HPVHW]�� +�� �������� (FRQRPLF�� /HJDO� DQG� 3ROLWLFDO� 'LPHQVLRQV� RI� &RPSHWLWLRQ�� 1HZ� <RUN�� 1<��1RUWK�+ROODQG�'HPVHW]��+��DQG�5LFDUGR�&DPSEHOO��5����������7KH�6WUXFWXUH�DQG�2ZQHUVKLS�DQG�WKH�7KHRU\�RI�WKH�)LUP�&RPPHQW��-RXUQDO�RI�/DZ�	�(FRQRPLFV�������� ������'HPVNL��-����������2SWLPDO�SHUIRUPDQFH�PHDVXUHPHQW��-RXUQDO�RI�$FFRXQWLQJ�5HVHDUFK����������������'HPVNL��-��6��DQG�)HOWKDP��*��$����������&RVW�'HWHUPLQDWLRQ��D�&RQFHSWXDO�$SSURDFK��,RZD��,RZD�6WDWH�8QLYHUVLW\�3UHVV�'HPVNL�� -��6��DQG�)HOWKDP��*��$�� ��������(FRQRPLF� LQFHQWLYHV�DQG�EXGJHWDU\�FRQWURO�V\VWHPV� 7KH�$FFRXQWLQJ�5HYLHZ�����������������'HQ� 8\O�� '�� -�� �������� 7KH� 1HZ� &UXVDGHUV�� 7KH� &RUSRUDWH� 6RFLDO� 5HVSRQVLELOLW\� 'HEDWH�� 2KLR��%RZOLQJ�*UHHQ�6WDWH�8QLYHUVLW\�'HQ]LQ��1��.����������7KH�5HVHDUFK�$FW��$�7KHRUHWLFDO�,QWURGXFWLRQ�WR�6RFLRORJLFDO�0HWKRGV��1HZ�<RUN��1<��0F*UDZ�+LOO�'HSDUWPHQW� IRU� (QYLURQPHQW�� )RRG� DQG� 5XUDO� $IIDLUV� �'()5$�� �8.�� �������� (QYLURQPHQWDO�5HSRUWLQJ��*HQHUDO�*XLGHOLQHV��/RQGRQ��'()5$�3XEOLFDWLRQV��ZZZ�GHIUD�JRY�XN��'HSDUWPHQW�RI�7UDGH��8.����������$LPV�DQG�6FRSH�RI�&RPSDQ\�5HSRUWV��/RQGRQ��+062�'HSDUWPHQW�RI�7UDGH�DQG�,QGXVWU\��'7,����������0RGHUQ�&RPSDQ\�/DZ�IRU�D�&RPSHWLWLYH�(FRQRP\��7KH� 6WUDWHJLF�)UDPHZRUN��$�&RQVXOWDWLRQ�'RFXPHQW� IURP� WKH�&RPSDQ\�/DZ�6WHHULQJ�*URXS��/RQGRQ��'7,�'HSDUWPHQW�RI�7UDGH�DQG�,QGXVWU\��'7,����������0RGHUQ�&RPSDQ\�/DZ�IRU�D�&RPSHWLWLYH�(FRQRP\��'HYHORSLQJ�WKH�)UDPHZRUN��$�&RQVXOWDWLRQ�'RFXPHQW�IURP�WKH�&RPSDQ\�/DZ�6WHHULQJ�*URXS��/RQGRQ��'7,�
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'HSDUWPHQW�RI�7UDGH�DQG�,QGXVWU\��'7,����������0RGHUQ�&RPSDQ\�/DZ�IRU�D�&RPSHWLWLYH�(FRQRP\��)LQDO�5HSRUW�IURP�WKH�&RPSDQ\�/DZ�5HYLHZ�6WHHULQJ�*URXS��)LQDO�UHSRUW�851��������DQG�851����������/RQGRQ��'7,�'HXWVFKH�%DQN�$*��(QYLURQPHQW�	�(QWUHSUHQHXUV�± ,Q�WKH�VDPH�FULVLV" 6SHFLDO�VXSSOHPHQW�WR�����DQQXDO�UHSRUW�RI�'HXWVFKH�%DQN�$*��)UDQNIXUW�DP�0DLQ��'HXWVFKH�%DQN�$*�'H]LURQ��0��DQG�%DLOH\��/��������� $�'LUHFWRU\�RI�(XURSHDQ�(QYLURQPHQWDO�2UJDQL]DWLRQV��2[IRUG��%ODFNZHOO�3XEOLVKHUV�'HUULGD��-����������:ULWLQJ�DQG�'LIIHUHQFH �WUDQVODWHG�E\�%RVV��$����&KLFDJR��,OOLQRLV��7KH�8QLYHUVLW\�RI�&KLFDJR�3UHVV�'HUZHQW��5����������$�PDQGDWH�IRU�JUHHQ�UHSRUWLQJ��$FFRXQWDQF\�������2FWREHU�������'HYDOO��%����������7KH�GHHS�HFRORJ\�PRYHPHQW��1DWXUDO�5HVRXUFHV�-RXUQDO��������������'HYDOO�� %�� DQG� 6HVVLRQV�� *�� �������� 'HHS� (FRORJ\�� /LYLQJ� DV� LI� 1DWXUH� 0DWWHUHG�� /D\WRQ�� 87��3HUHJULQH�6PLWK�%RRNV��'H\��&��5�� �������� %RRNNHHSLQJ� DQG� HWKQRJUDSK\� DW�7UDLGFUDIW� SOF��$� UHYLHZ�RI� DQ� H[SHULPHQW� LQ�VRFLDO�DFFRXQWLQJ��6RFLDO�DQG�(QYLURQPHQWDO�$FFRXQWLQJ�������� ������'H\�� &�� 5�� �������� 0HWKRGRORJLFDO� LVVXHV�� 8VH� RI� FULWLFDO� HWKQRJUDSK\� DV� DQ� DFWLYH� UHVHDUFK�PHWKRGRORJ\��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO�����������������'H\�&���(YDQV��5��DQG�*UD\��5��+����������7RZDUGV�VRFLDO�LQIRUPDWLRQ�V\VWHPV�DQG�ERRNNHHSLQJ��$�QRWH� RQ� GHYHORSLQJ� WKH� PHFKDQLVPV� IRU� VRFLDO� DFFRXQWLQJ� DQG� DXGLW�� -RXUQDO� RI� $SSOLHG�$FFRXQWLQJ�5HVHDUFK������ ������'KDOLZDO�� '�� 6�� �������� 7KH� LPSDFW� RI� GLVFORVXUH� UHJXODWLRQV� RQ� WKH� FRVW� RI� FDSLWDO�� (FRQRPLF�&RQVHTXHQFHV� RI� )LQDQFLDO�$FFRXQWLQJ� 6WDQGDUGV�� 6HOHFWHG�3DSHUV�� 6WDPIRUG��&7��)$6%�� �������'KDOLZDO�� '�� 6�� �������� 7KH� HIIHFWV� RI� WKH� ILUP¶V� FDSLWDO� VWUXFWXUH� RQ� WKH� FKRLFH� RI� DFFRXQWLQJ�PHWKRGV��7KH�$FFRXQWLQJ�5HYLHZ��-DQXDU\��������'LFNHQV��&���������������+DUG�7LPHV�)RU�7KHVH�7LPHV��/RQGRQ��3HQJXLQ�&ODVVLFV�'LFNVRQ�� /�� DQG� 0F&XOORFK�� $�� �������� 6KHOO�� WKH� %UHQW� 6SDU� DQG� *UHHQSHDFH�� $� GRRPHG� WU\VW"�(QYLURQPHQWDO�3ROLWLFV���������������'LHUNHV��0����������&RUSRUDWH�6RFLDO�5HSRUWLQJ�± )URP�D�7KHRUHWLFDO�&RQFHSW�WR 5HJXODU�%XVLQHVV�,QIRUPDWLRQ" %HUOLQ��,QWHUQDWLRQDO�,QVWLWXWH�IRU�WKH�(QYLURQPHQW�DQG�6RFLHW\��,,(6��'LHUNHV��0����������&RUSRUDWH�VRFLDO�UHSRUWLQJ�LQ�*HUPDQ\��&RQFHSWXDO�GHYHORSPHQWV�DQG�SUDFWLFDO�H[SHULHQFH��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\���������� ������'LHUNHV�� 0�� DQG� $QWDO�� $�� %�� �������� 7KH� XVHIXOQHVV� DQG� XVH� RI� VRFLDO� UHSRUWLQJ� LQIRUPDWLRQ��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\��������������'LHUNHV�� 0�� DQG� $QWDO�� $�� %�� �������� :KLWKHU� FRUSRUDWH� VRFLDO� UHSRUWLQJ�� ,V� LW� WLPH� WR� OHJLVODWH"�&DOLIRUQLD�0DQDJHPHQW�5HYLHZ����������������'LHUNHV��0��DQG�&RSSRFN��5����������(XURSH�WULHV�WKH�FRUSRUDWH�VRFLDO�UHSRUW��%XVLQHVV�DQG�6RFLHW\�5HYLHZ��6SULQJ�������'LHUNHV�� 0�� DQG� 3UHVWRQ�� /�� (�� �������� &RUSRUDWH� VRFLDO� DFFRXQWLQJ� UHSRUWLQJ� IRU� WKH� SK\VLFDO�HQYLURQPHQW�� $� FULWLFDO� UHYLHZ� DQG� LPSOHPHQWDWLRQ� SURSRVDO� $FFRXQWLQJ�� 2UJDQL]DWLRQV� DQG�6RFLHW\�������������'LHWULFK��0�� DQG�:RRGZDUG��'�� ��������6WDNHKROGHUV�DQG� WKH� ILUP�� ,V� LW�SRVVLEOH� WR�EULGJH� WKH�JDS�EHWZHHQ� HFRQRPLFV�� DFFRXQWLQJ� DQG� EXVLQHVV� VWUDWHJ\� SHUVSHFWLYHV"� $FFRXQWLQJ� DQG� %XVLQHVV�5HYLHZ����������������'LOO��:����������3XEOLF�SDUWLFLSDWLRQ�LQ�FRUSRUDWH�SODQQLQJ��6WUDWHJLF�SODQQLQJ�LQ�D�.LELW]HU¶V�ZRUOG��/RQJ�5DQJH�3ODQQLQJ��������������'LOODUG��-��)����������$FFRXQWLQJ�DV�D�&ULWLFDO�6RFLDO�6FLHQFH��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO�������������
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'LOOH\��6�&��DQG�:H\JDQGW��-��-����������0HDVXULQJ�VRFLDO�UHVSRQVLELOLW\��$Q�HPSLULFDO�WHVW��-RXUQDO�RI�$FFRXQWDQF\�������������'LUHFWRUDWH� *HQHUDO� ;9� RI� WKH� (XURSHDQ� &RPPLVVLRQ� �������� ,QWHUSUHWDWLYH� &RPPXQLFDWLRQV��%UXVVHOV��'*�;9�RI�WKH�(&��-DQXDU\�������'LUVPLWK��0��:��� &RYDOHVNL��0�� $�� DQG�0&DOOLVWHU�� -�� 3�� �������� 2I� SDUDGLJPV� DQG�PHWDSKRUV� LQ�DXGLWLQJ�WKRXJKW��&RQWHPSRUDU\�$FFRXQWLQJ�5HVHDUFK��)DOO��������'REE��0����������&DSLWDOLVW�(QWHUSULVH�DQG�6RFLDO�3URJUHVV� /RQGRQ��*HRUJH�5RXWHOHGJH�DQG�6RQV��/WG�'RQDOGVRQ��/����������,Q�GHIHQFH�RI�RUJDQL]DWLRQ�WKHRU\��D�UHSO\�WR�WKH�FULWLFV��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV�'RQDOGVRQ�� /�� �������� 7KH� HWKHUHDO� KDQG�� 2UJDQL]DWLRQDO� HFRQRPLFV� DQG� PDQDJHPHQW� WKHRU\��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ���������������'RQDOGVRQ��7����������&RUSRUDWLRQV�	�0RUDOLW\��(QJOHZRRG�&OLIIV��1HZ�-HUVH\��3UHQWLFH�+DOO�'RQDOGVRQ�� 7�� DQG� 3UHVWRQ�� /�� (�� �������� 7KH� VWDNHKROGHU� WKHRU\� RI� WKH� FRUSRUDWLRQ�� &RQFHSWV��HYLGHQFH��DQG�LPSOLFDWLRQV��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ���������������'RSXFK��1����������(PSLULFDO�YV��1RQ�(PSLULFDO�&RQWULEXWLRQV�WR�$FFRXQWLQJ��LQ�'DYLHV��-��-���HG����$FFRXQWLQJ�UHVHDUFK�&RQYRFDWLRQ��8QLYHUVLW\�RI�$ODEDPD������'RXJODV��0��DQG�:LOGDYVN\��$����������5LVN�DQG�&XOWXUH��$Q�(VVD\�RQ�WKH�6HOHFWLRQ�RI�7HFKQRORJLFDO�DQG�(QYLURQPHQWDO�'DQJHUV��%HUNHOH\��8QLYHUVLW\�RI�&DOLIRUQLD�3UHVV�'RZOLQJ�� -�� DQG� 3IHIIHU�� -�� �������� 2UJDQL]DWLRQDO� OHJLWLPDF\�� 6RFLDO� YDOXHV� DQG� RUJDQL]DWLRQDO�EHKDYLRXU��3DFLILF�6RFLRORJLFDO�5HYLHZ����������������'RZQV�� $�� �����D��� $Q� HFRQRPLF� WKHRU\� RI� SROLWLFDO� DFWLRQ� LQ� D� GHPRFUDF\�� -RXUQDO� RI� 3ROLWLFDO�(FRQRP\��������������'RZQV��$�������E���$Q�(FRQRPLF�7KHRU\�RI�'HPRFUDF\��1HZ�<RUN��+DUSHU�DQG�5RZ�'UHQJVRQ��$��DQG�,QRXH��<���HGV�����������7KH�'HHS�(FRORJ\�0RYHPHQW��$Q�,QWURGXFWRU\�$QWKRORJ\��%HUNHOH\��&$���1RUWK�$WODQWLF�%RRNV�'ULHsQKXL]HQ��)�������D���(QYLURQPHQWDO�UHSRUWLQJ�LQ�WKH�1HWKHUODQGV�DQG�LQWHUQDWLRQDO�GHYHORSPHQWV�LQ�VWDQGDUG�VHWWLQJ��ERWK�IRU�UHSRUWLQJ�DQG�DVVXUDQFH��$FFRXQWLQJ�DQG�6XVWDLQDELOLW\�H�1HZVOHWWHU�����$XJXVW� KWWS���ZZZ�DFFD�FR�XN�SXEOLFDWLRQV�DVBLQGH[�DUFKLYHV�LVVXH��'ULHsQKXL]HQ��)�������E���3UpVHQWDWLRQ�GH�O¶LQIRUPDWLRQ�HW�H[SUHVVLRQ�G¶XQH�DVVXUDQFH��3UHVHQWDWLRQ�RI�LQIRUPDWLRQ�DQG�DVVXUDQFH�VWDWHPHQWV���/HV�&DKLHUV�GH�O¶$XGLW������������'ULHsQKXL]HQ�� )��� +LEELWW�� &�� DQG� .DPS�5RHODQGV�� 1�� �������� (QYLURQPHQWDO� $FFRXQWLQJ� DQG�(QYLURQPHQWDO�$XGLWLQJ� ± 6WDWXV�5HSRUW�� LQ�(QYLURQPHQWDO�$FFRXQWLQJ�DQG�$XGLWLQJ�5HSRUWHU������������'57� ,QWHUQDWLRQDO� )UDPHZRUN� IRU� FRUSRUDWH� UHSRUWLQJ� RQ� VXVWDLQDEOH� GHYHORSPHQW �7RURQWR��'57�%&6'�,,6'�������'UXNHU�� 3�� �������� ,V� EXVLQHVV� OHWWLQJ� \RXU� SHRSOH� GRZQ"� +DUYDUG� %XVLQHVV� 5HYLHZ��1RYHPEHU�'HFHPEHU�����'UXNHU��3����������3UHSDULQJ�7RPRUURZ¶V�/HDGHUV�7RGD\��(QJOHZRRG�&OLIIV��1HZ�-HUVH\��3UHQWLFH�+DOO�'UXNHU��3����������7KH�QHZ�FDSLWDOLVP��'LDORJXH�����������'60��'60� 3URILOH�� &KHPLFDOV� DQG�0DWHULDOV ������ HGLWLRQ��� 6LWWDUG�� WKH� 1HWKHUODQGV�� '60�19�&RUSRUDWH�3XEOLF�5HODWLRQV�'XQODS��$����������:KR¶V�WKH�ERVV"�5HSXWDWLRQ�0DQDJHPHQW��-DQXDU\�)HEUXDU\�����'XYHUJHU�� 0�� �������� 0RGHUQ� 'HPRFUDFLHV�� (FRQRPLF� 3RZHU� YHUVXV� 3ROLWLFDO� 3RZHU�� ,OOLQRLV��'U\GHQ�3UHVV�'\EDOO��0��&����������&RUSRUDWH�DQQXDO�UHSRUWV�DV�SURPRWLRQDO�WRROV��7KH�FDVH�RI�$XVWUDOLDQ�1DWLRQDO�,QGXVWULHV�/LPLWHG��$VLDQ�5HYLHZ�RI�$FFRXQWLQJ��������������
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'\FNPDQ��7��5��DQG�0RUVH��'����������(IILFLHQW�&DSLWDO�0DUNHWV�DQG�$FFRXQWLQJ��$�&ULWLFDO�$QDO\VLV��(QJOHZRRG�&OLIIV��1-��3UHQWLFH�+DOO�'\H��5��$����������'LVFORVXUH�RI�QRQ�SURSULHWDU\�LQIRUPDWLRQ��-RXUQDO�RI�$FFRXQWLQJ�5HVHDUFK� ��������������'\ODQ��%�� �������� ,W¶V� DOULJKW�0D� �,¶P�RQO\� EOHHGLQJ���&RS\ULJKW��������E\�:DUQHU�%URV�� ,QF��� LQ�'\ODQ��%RE��/\ULFV������������/RQGRQ��-RQDWKRQ�&DSH�(DVWHUE\�6PLWK�� 0��� 7KRUSH�� 5�� DQG� /RZH�� $�� �������� 0DQDJHPHQW� 5HVHDUFK�� $Q� ,QWURGXFWLRQ��/RQGRQ��6DJH�3XEOLFDWLRQV�/WG�(DVWRQ��'����������$�)UDPHZRUN�IRU�3ROLWLFDO�$QDO\VLV��(QJOHZRRG�&OLIIV��1-��3UHQWLFH�+DOO�(FFOHV��5��*�� DQG�.DKQ��+��'�� ��������3XUVXLQJ�9DOXH��7KH� ,QIRUPDWLRQ�5HSRUWLQJ�*DS� LQ� WKH�86�&DSLWDO�0DUNHWV��1HZ�<RUN��1<��3ULFH:DWHUKRXVH&RRSHUV�//3�(FNHO�� /��� )LVKHU�� .�� DQG� 5XVVHOO�� *�� �������� (QYLURQPHQWDO� 3HUIRUPDQFH� 0HDVXUHPHQW�� &0$�0DJD]LQH��0DUFK��������(FRORJLVW��7KH� ������� %OXHSULQW�IRU�6XUYLYDO� /RQGRQ��3HQJXLQ�(FRQRPLVW��7KH� �����D���7UDGH�DQG�WKH�(QYLURQPHQW��)HEUXDU\����� 0DUFK����������(FRQRPLVW��7KH� �����E���$�*UHHQ�$FFRXQW��6HSWHPEHU���� �������(GHQ��6����������(QYLURQPHQWDO�,VVXHV�DQG�%XVLQHVV��,PSOLFDWLRQV�RI�D�&KDQJLQJ�$JHQGD��&KLFKHVWHU��-RKQ�:LOH\�	�6RQV��(GLQJHU��/��-����������3UHVVXUH�JURXS�SROLWLFV�LQ�:HVW�*HUPDQ\�� LQ�5LFKDUGVRQ��-��-���HG����3UHVVXUH�*URXSV��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV���������(GZDUGV��(��2��DQG�%HOO��3��:����������7KH 7KHRU\�DQG�0HDVXUHPHQW�RI�%XVLQHVV�,QFRPH��%HUNHOH\��/RV�$QJHOHV��8QLYHUVLW\�RI�&DOLIRUQLD�3UHVV�(GZDUGV�� -�� '�� �������� 7KH� $QWHFHGHQWV� RI� $PHULFDQ� 3XEOLF� $FFRXQWLQJ�� LQ� &KDWILHOG�� 0�� �HG����&RQWHPSRUDU\�6WXGLHV�LQ�WKH�(YROXWLRQ�RI�$FFRXQWLQJ�7KRXJKW��%HOPRQW��&DOLIRUQLD��'LFNHQVRQ�3XEOLVKLQJ�&RPSDQ\�(HOOV��5����������7KH�0HDQLQJ�RI�0RGHUQ�%XVLQHVV��1HZ�<RUN��1<��&ROXPELD�8QLYHUVLW\�3UHVV�(HUVWH�.DPHU� ��������8LWEUHLGLQJ�YDQ�GH�ZHW�PLOLHXEHKHHU� �PLOLHXYHUVODJOHJJLQJ��� �������1R������7KH�+DJXH�(LOELUW�� +� DQG 3DUNHW�� 5�� �������� 7KH� SUDFWLFH� RI� EXVLQHVV�� 7KH� FXUUHQW� VWDWXV� RI� FRUSRUDWH� VRFLDO�UHVSRQVLELOLW\��%XVLQHVV +RUL]RQV��������������(LVHQKDUGW��.����������&RQWURO��2UJDQL]DWLRQDO�DQG�HFRQRPLF�DSSURDFKHV��0DQDJHPHQW�6FLHQFH�������������(LVHQKDUGW��.����������$JHQF\�WKHRU\��$Q�DVVHVVPHQW�DQG�UHYLHZ��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ���������������(NLQV�� 3�� �������� %H\RQG� *UHHQ� *13�� $Q� 2YHUYLHZ� RI� 5HFHQW� 'HYHORSPHQWV� LQ� 1DWLRQDO�(QYLURQPHQWDO�(FRQRPLF�$FFRXQWLQJ��/RQGRQ��)RUXP�IRU�WKH�)XWXUH�(OLDV��1��DQG�(SVWHLQ��0����������'LPHQVLRQV�RI�FRUSRUDWH�VRFLDO�UHSRUWLQJ��0DQDJHPHQW�$FFRXQWLQJ������������(ONLQJWRQ�� -�� ��������&RPLQJ�FOHDQ��7KH�FRUSRUDWH�HQYLURQPHQWDO� UHSRUW�� ,QWHJUDWHG�(QYLURQPHQWDO�0DQDJHPHQW��6HSWHPEHU�������(ONLQJWRQ�� -�� �������� 7RZDUGV� WKH� VXVWDLQDEOH� FRUSRUDWLRQ�� :LQ�ZLQ�ZLQ�� %XVLQHVV� VWUDWHJLHV� IRU�VXVWDLQDEOH�GHYHORSPHQW��&DOLIRUQLD�0DQDJHPHQW�5HYLHZ����������������(ONLQJWRQ��-����������&DQQLEDOV�ZLWK�)RUNV��7KH�7ULSOH�%RWWRP�/LQH�RI���VW�&HQWXU\�%XVLQHVV��2[IRUG��&DSVWRQH�(ONLQJWRQ��-����������7KH�µWULSOH�ERWWRP�OLQH¶�IRU���VW FHQWXU\�EXVLQHVV�� LQ�:HOIRUG�5��	�6WDUNH\�5���HGV��7KH�(DUWKVFDQ�5HDGHU� LQ�%XVLQHVV�DQG�6XVWDLQDEOH�'HYHORSPHQW��/RQGRQ��(DUWKVFDQ��������(ONLQJWRQ�� -�� DQG� 'LPPRFN�� $�� �������� 7KH� &RUSRUDWH� (QYLURQPHQWDOLVWV�� 6HOOLQJ� VXVWDLQDEOH�GHYHORSPHQW�±�EXW�FDQ�WKH\�GHOLYHU" /RQGRQ��6XVWDLQ$ELOLW\�DQG�%ULWLVK�*DV��
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(ONLQJWRQ�� -�� DQG� )HQQHOO�� 6�� �������� 3DUWQHUV� IRU� VXVWDLQDELOLW\�� LQ� %HQGHOO�� -�� �HG���� 7HUPV� IRU�(QGHDUPHQW��%XVLQHVV�1*2V�DQG�6XVWDLQDEOH�'HYHORSPHQW��6KHIILHOG��*UHHQOHDI�3XEOLVKLQJ����������(ONLQJWRQ�� -�� DQG�+DLOHV�� -�� ��������0DQXDO�������/LIH�&KRLFHV� IRU� WKH�)XWXUH�<RX�:DQW��/RQGRQ��+RGGHU�	�6WRXJKWRQ�(ONLQJWRQ��-���.QLJKW��3��DQG�+DLOHV��-���������7KH�*UHHQ�%XVLQHVV�*XLGH /RQGRQ��9LFWRU�*ROODQF]�(ONLQJWRQ��-���.UHDQGHU��1��DQG�0DFKLED��7����������%HKLQG�WKH�-DSDQHVH�VFUHHQ��7RPRUURZ�����������(ONLQV��3����������:HDOWK�%H\RQG�0HDVXUH��$Q�DWODV�IRU�QHZ�HFRQRPLFV��/RQGRQ��*DLD�(OLRW��7��6����������&ROOHFWHG�3RHPV������������/RQGRQ��)DEHU�DQG�)DEHU�(OOLRWW�� 5�� .�� DQG� -DFREVRQ�� 3��'�� ��������&RVWV� DQG�%HQHILWV� RI�%XVLQHVV� ,QIRUPDWLRQ�'LVFORVXUH��$FFRXQWLQJ�+RUL]RQV��������������(OOLRW��5��.��DQG�6FKXHW]H��:����������5HJXODWLRQ�RI�$FFRXQWLQJ��3UDFWLWLRQHUV�9LHZSRLQW��LQ�$EGHO�NKDOLN��$��5�� �HG����*RYHUQPHQW�5HJXODWLRQ�RI�$FFRXQWLQJ� ,QIRUPDWLRQ��*DLQHVYLOOH��8QLYHUVLW\�3UHVV�RI�)ORULGD�(OVEDFK�� .�� �������� 0DQDJLQJ� RUJDQL]DWLRQDO� OHJLWLPDF\� LQ� WKH� &DOLIRUQLD� FDWWOH� LQGXVWU\�� 7KH�FRQVWUXFWLRQ�DQG�HIIHFWLYHQHVV�RI�YHUEDO�DFFRXQWV��$GPLQLVWUDWLYH�6FLHQFH�4XDUWHUO\���������������(OVEDFK��.��DQG�6XWWRQ��5��,����������$FTXLULQJ�RUJDQL]DWLRQDO�OHJLWLPDF\�WKURXJK�LOOHJLWLPDWH�DFWLRQV��$� PDUULDJH� RI� LQVWLWXWLRQDO� DQG� LPSUHVVLRQ� PDQDJHPHQW� WKHRULHV�� $FDGHP\� RI� 0DQDJHPHQW�-RXUQDO��������������(OVWHU��-����������6RPH�FRQFHSWXDO�SUREOHPV�LQ�SROLWLFDO�WKHRU\��LQ�%DUU\��%���HG����3RZHU�DQG�3ROLWLFDO�7KHRU\��&KLFKHVWHU��-RKQ�:LOH\�	�6RQV�(PHUVRQ��5��0����������3RZHU�GHSHQGHQFH�UHODWLRQV��$PHULFDQ�6RFLRORJLFDO�5HYLHZ������������(QJOHGRZ�� -�� /�� �������� 6RFLDO� DXGLWV�� ZKR� FDUHV"� $QG� ZKR� FDUHV� DERXW� ZKR� FDUHV"� -RXUQDO� RI�&RQWHPSRUDU\�%XVLQHVV��:LQWHU���������7KH� (QYLURQPHQW� (QF\FORSDHGLD� DQG� 'LUHFWRU\� ������ $� :RUOG� 6XUYH\�� 6HFRQG� (GLWLRQ� ��������/RQGRQ��(XURSD�3XEOLFDWLRQV�(QYLURQPHQW� 1HZV� 6HUYLFH� �(16�� �������� (XURSH� 7LJKWHQV� &RUSRUDWH� (QYLURQPHQWDO� $FFRXQWLQJ�5XOHV��%UXVVHOV��%HOJLXP��(16��2FWREHU���������(SVWHLQ��(��0��DQG�9RWDZ��'���HGV�����������5DWLRQDOLW\��/HJLWLPDF\��5HVSRQVLELOLW\�±�6HDUFK�IRU�1HZ�'LUHFWLRQV�LQ�%XVLQHVV�DQG�6RFLHW\��6DQWD�0RQLFD��&DOLIRUQLD��*RRG\HDU�3XEOLVKLQJ�(SVWHLQ�0��-����������:KDW�VKDUHKROGHUV�UHDOO\�ZDQW��7KH�1HZ�<RUN�7LPHV��6XQGD\�$SULO�������(SVWHLQ��0���)ODPKROW]��(��DQG�0F'RQRXJK��-��-����������&RUSRUDWH�VRFLDO�DFFRXQWLQJ�LQ�WKH�8QLWHG�6WDWHV� RI�$PHULFD��6WDWH�RI� WKH� DUW� DQG� IXWXUH�SURVSHFWV��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\��������������(SVWHLQ��0��-��DQG�)UHHGPDQ��0����������6RFLDO�GLVFORVXUH�DQG�WKH�LQGLYLGXDO�LQYHVWRU��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO��������������(SVWHLQ��0��-��DQG�3DYD��0��/����������7KH�VKDUHKROGHU¶V�XVH�RI�FRUSRUDWH�DQQXDO�UHSRUWV��*UHHQZLFK��&1�DQG�/RQGRQ��-$,�3UHVV�,QF�(UODQGVRQ��'��$���+DUULV��(��/���6NLSSHU��%��/��$QG�$OOHQ��6��'����������'RLQJ�1DWXUDOLVWLF�,QTXLU\��$�*XLGH�WR�0HWKRGV��1HZEXU\�3DUN��&$��6DJH�3XEOLFDWLRQV�(UOLFK�� 3�� 5�� DQG� (UOLFK�� $�� +�� �������� 3RSXODWLRQ�� 5HVRXUFHV�� (QYLURQPHQW�� ,VVXHV� LQ� +XPDQ�(FRORJ\��6DQ�)UDQFLVFR��:��+��)UHHPDQ�DQG�&R�(UQVW� 	� (UQVW� �ODWHU� (UQVW� 	� :KLQQH\�� ����������� 6RFLDO� 5HVSRQVLELOLW\� 'LVFORVXUH�� 6XUYH\� RI�)RUWXQH�����$QQXDO�5HSRUWV��&OHYHODQG��2+��(UQVW�	�(UQVW�(UQVW�	�<RXQJ��.30*�� 3ULFH:DWHUKRXVH&RRSHUV� DQG� WKH�+RXVH� RI�0DQGDJ�0RUJDQ� �������� 7KH�&RSHQKDJHQ�&KDUWHU��$�0DQDJHPHQW�*XLGH�WR�6WDNHKROGHU�5HSRUWLQJ��&RSHQKDJHQ��7KH�+RXVH�RI�0DQGDJ�0RUJDQ�(VWHV��5�:����������$FFRXQWLQJ�IRU�VRFLDO�FRVWV��LQ�(VWHV��5��:���HG����$FFRXQWLQJ�DQG�6RFLHW\����������/RV�$QJHOHV��&$��0HOYLOOH�
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(VWHV��5��:����������&RUSRUDWH�6RFLDO�$FFRXQWLQJ��1HZ�<RUN��1<��-RKQ�:LOH\�	�6RQV�(XURSHDQ�$FFRXQWLQJ�	�$XGLWLQJ�5HSRUWHU��($$5����������'XWFK�%LOO�RQ�(QYLURQPHQWDO�5HSRUWLQJ��S���� -XQH�������/RQGRQ��($$5�(XURSHDQ�&RPPLVVLRQ�$FFRXQWLQJ�$GYLVRU\�)RUXP��(&�$$)����������'RFXPHQW�RI�WKH�$FFRXQWLQJ�$GYLVRU\� )RUXP�� (QYLURQPHQWDO� ,VVXHV� LQ� )LQDQFLDO� 5HSRUWLQJ� �'RF�� ;9��������� FO� UHY����%UXVVHOV��(&�$$)�(XURSHDQ�&RPPLWWHH�IRU�6WDQGDUGL]DWLRQ��&(1����������(1�,62�������(QYLURQPHQWDO�0DQDJHPHQW�6\VWHPV��6SHFLILFDWLRQ�ZLWK�JXLGDQFH�IRU�XVH��%UXVVHOV��&(1�(XURSHDQ�)HGHUDWLRQ�RI�)LQDQFLDO�$QDO\VWV¶�6RFLHWLHV��())$6����������ZLWK�0XOOHU��.���)UXWRV��-��GH��6FKXHVVOHU��.�8��DQG�+DDUERVFK��+����(QYLURQPHQWDO�5HSRUWLQJ�DQG�'LVFORVXUHV��7KH�)LQDQFLDO�$QDO\VWV¶�9LHZ��*HQHYD��())$6�(XURSHDQ�)HGHUDWLRQ�RI�)LQDQFLDO�$QDO\VWV¶�6RFLHWLHV��())$6����������ZLWK�0XOOHU��.���)UXWRV��-��GH��6FKXHVVOHU�� .�8�� DQG� +DDUERVFK�� +���� (FR�HIILFLHQF\� DQG� )LQDQFLDO� $QDO\VLV�� 7KH� )LQDQFLDO�$QDO\VW¶V�9LHZ��*HQHYD��())$6�&RPPLVVLRQ�RQ�$FFRXQWLQJ��6HSWHPEHU�(XURSHDQ� ,QYHVWPHQW� %DQN� �������� 3URWHFWLRQ� RI� WKH� (QYLURQPHQW�� %ULHILQJ� 6HULHV� /X[HPERXUJ��(XURSHDQ�,QYHVWPHQW�%DQN�(XURSHDQ� 6XVWDLQDELOLW\� 5HSRUWLQJ� $ZDUGV� �(65$�� �������� 5HSRUW� RI� WKH� -XGJHV� ������ (65$�6SRQVRULQJ�%RGLHV�(YDQ�� :�� 0�� �������� 7KH� RUJDQL]DWLRQ� VHW�� 7RZDUG� D� WKHRU\� RI� LQWHU�RUJDQL]DWLRQDO� UHODWLRQV�� LQ�7KRPSVRQ�� -�� �HG����$SSURDFKHV� WR�2UJDQL]DWLRQDO�'HVLJQ��3LWWVEXUJK��8QLYHUVLW\�RI�3LWWVEXUJK�3UHVV���������(YDQ��:��0����������2UJDQL]DWLRQ�7KHRU\��6WUXFWXUHV��6\VWHPV��DQG�(QYLURQPHQWV��1HZ�<RUN��1<��-RKQ�:LOH\�	�6RQV�(YDQ��:��0��DQG�)UHHPDQ��5��(�� ��������$�VWDNHKROGHU� WKHRU\�RI� WKH�PRGHUQ�FRUSRUDWLRQ��.DQWLDQ�FDSLWDOLVP��LQ�%HDXFKDPS��7��/��DQG�%RZLH� 1��(���HGV����(WKLFDO�7KHRU\�DQG�%XVLQHVV����������(QJOHZRRG�&OLIIV��1-��3UHQWLFH�+DOO�)DLUFORWK�� $�� :�� DQG� 5LFFKXLWH�� '�� 1�� �������� $PELJXLW\� LQWROHUDQFH� DQG� ILQDQFLDO� UHSRUWLQJ�DOWHUQDWLYHV��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\��������������)DPD��(��)� ��������7KH�%HKDYLRXU�RI�6WRFN�0DUNHW�3ULFHV��-RXUQDO�RI�%XVLQHVV����������������)DPD�� (�� )�� �������� (IILFLHQW� FDSLWDO�PDUNHWV��$� UHYLHZ� RI� WKHRU\� DQG� HPSLULFDO�ZRUN�� -RXUQDO� RI�)LQDQFH�����������������)DPD��(��)����������)RXQGDWLRQV�RI�)LQDQFH��1HZ�<RUN��%DVLF�%RRNV�,QF�)DPD��(��)����������$JHQF\�SUREOHPV�DQG�WKH�WKHRU\�RI�WKH�ILUP��-RXUQDO�RI�3ROLWLFDO�(FRQRP\�����������������)DPD�� (�� )�� DQG� -HQVHQ��0�� &�� �������� 6HSDUDWLRQ� RI� RZQHUVKLS� DQG� FRQWURO�� -RXUQDO� RI� /DZ� DQG�(FRQRPLFV��������������)DPD�� (� )�� DQG� -HQVHQ��0��&�� ��������2UJDQL]DWLRQDO� IRUPV� DQG� LQYHVWPHQW� GHFLVLRQV�� -RXUQDO� RI�)LQDQFLDO�(FRQRPLFV��������������)D\��%����������6RFLDO�7KHRU\�DQG�3ROLWLFDO�3UDFWLFH��/RQGRQ��$OOHQ�DQG�8QZLQ�)HGHU��%����������&DUELGH�WR�VHOO�,QGLD�DVVHWV�WR�EXLOG KRVSLWDO�IRU�%KRSDO��7KH�1HZ�<RUN�7LPHV��'��)HGHUDWLH�1HGHUODQGVH�9DNEHZHJLQJ��)19����������5HDFWLH�RS�GH�QRWLWLH�%HGULMIVLQWHUQH�PLOLHX]RUJ�$PVWHUGDP��)19�)pGpUDWLRQ� GHV� ([SHUWV� &RPSWDEOHV� (XURSpHQV� �)((�� �������� (QYLURQPHQWDO� $FFRXQWLQJ� DQG�$XGLWLQJ��6XUYH\�RI�&XUUHQW�$FWLYLWLHV�DQG�'HYHORSPHQWV��%UXVVHOV��)((�)pGpUDWLRQ�GHV�([SHUWV�&RPSWDEOHV�(XURSpHQV��)((����������(QYLURQPHQWDO�$FFRXQWLQJ��5HSRUWLQJ�DQG�$XGLWLQJ��6XUYH\�RI�&XUUHQW�$FWLYLWLHV�DQG�'HYHORSPHQWV�ZLWKLQ�WKH�$FFRXQWDQF\�3URIHVVLRQ��%UXVVHOV��)((�)pGpUDWLRQ� GHV� ([SHUWV� &RPSWDEOHV� (XURSpHQV� �)((��.DPS�5RHODQGV�� $�� (�� 0� �������� )((�5HVHDUFK�3DSHU�RQ�([SHUW�6WDWHPHQWV�RQ�(QYLURQPHQWDO�5HSRUWV��%UXVVHOV��)((�
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)pGpUDWLRQ� GHV�([SHUWV�&RPSWDEOHV�(XURSpHQV� �)((�� �����D��� 5HYLHZ�RI� ,QWHUQDWLRQDO�$FFRXQWLQJ�6WDQGDUGV�IRU�(QYLURQPHQWDO�,VVXHV� %UXVVHOV��)((�)pGpUDWLRQ� GHV�([SHUWV�&RPSWDEOHV�(XURSpHQV� �)((�� �����E��� )((�'LVFXVVLRQ�3DSHU�± 3URYLGLQJ�$VVXUDQFH�RQ�(QYLURQPHQWDO�UHSRUWV��%UXVVHOV��)((�)pGpUDWLRQ� GHV� ([SHUWV� &RPSWDEOHV� (XURSpHQV� �)((�� �������� )((� 3DSHU� 7RZDUGV� D� *HQHUDOO\�$FFHSWHG�)UDPHZRUN�IRU�(QYLURQPHQWDO�5HSRUWLQJ��%UXVVHOV��)((�)pGpUDWLRQ�GHV�([SHUWV�&RPSWDEOHV�(XURSpHQV��)((����������5HSRUW�������%UXVVHOV��)((�)pGpUDWLRQ� GHV� ([SHUWV� &RPSWDEOHV� (XURSpHQV� �)((�� �������� )((� 'LVFXVVLRQ� 3DSHU� ± 3URYLGLQJ�$VVXUDQFH�RQ�6XVWDLQDELOLW\�5HSRUWV��%UXVVHOV��)((�)pGpUDWLRQ� GHV� ([SHUWV� &RPSWDEOHV� (XURSpHQV� �)((�� �����D��� 3ROLF\� RQ� (&�&RPPXQLFDWLRQV�� ���0D\�������%UXVVHOV��)((�)pGpUDWLRQ� GHV� ([SHUWV� &RPSWDEOHV� (XURSpHQV� �)((�� �����E��� 'UDIW� FRPPHQW� OHWWHU� WR� ,)5,&� RQ�'UDIW�,QWHUSUHWDWLRQ��(PLVVLRQ�5LJKWV��,)5,&�'����%UXVVHOV��)((�)HNUDW��0��$��� ,QFODQ��&��DQG�3HWURQL��'����������&RUSRUDWH�HQYLURQPHQWDO�GLVFORVXUHV��&RPSHWLWLYH�GLVFORVXUH�K\SRWKHVLV�XVLQJ������$QQXDO�5HSRUW�GDWD��,QWHUQDWLRQDO�-RXUQDO�RI�$FFRXQWLQJ����������������)HOWRQ��6����������3RVLWLYH�WKLQNLQJ�LQ�DFFRXQWLQJ�UHVHDUFK��&$0DJD]LQH��0DUFK��������)H\HUDEHQG��3����������$JDLQVW�0HWKRG��/RQGRQ��1HZ�/HIW�%RRNV�)LQDQFLDO�$FFRXQWLQJ�6WDQGDUGV�%RDUG��)$6%����������$Q�$QDO\VLV�RI�,VVXHV�5HODWHG�WR�&RQFHSWXDO�)UDPHZRUN�IRU�)LQDQFLDO�$FFRXQWLQJ�DQG�5HSRUWLQJ��(OHPHQWV�RI�)LQDQFLDO�6WDWHPHQWV�DQG�7KHLU�0HDVXUHPHQW� 1HZ�<RUN��)$6%��)LQDQFLDO�$FFRXQWLQJ�6WDQGDUGV�%RDUG��)$6%����������6WDWHPHQW�RI�)LQDQFLDO�$FFRXQWLQJ�&RQFHSWV�1R����2EMHFWLYHV�RI�)LQDQFLDO�5HSRUWLQJ�E\�%XVLQHVV�(QWHUSULVHV��6WDPIRUG��&7��)$6%�)LHGOHU�� %�� DQG� /HKPDQ�� *�� �������� $FFRXQWLQJ�� DFFRXQWDELOLW\� DQG� WKH� HQYLURQPHQWDO� IDFWRU��$FFRXQWLQJ�)RUXP��������������������)LHOG�'���)LVKHU��3��DQG�2OGKDP��-����������7KH�(QYLURQPHQW��$Q�DFFRXQWDQW
V�SHUVSHFWLYH�9ROXPHV���DQG����&DUVZHOO��6FDUERURXJK��2QWDULR�)LOLRV�9��3����������$VVHVVPHQW�RI�DWWLWXGHV�WRZDUG�FRUSRUDWH�VRFLDO�DFFRXQWDELOLW\�LQ�%ULWDLQ��-RXUQDO�RI�%XVLQHVV�(WKLFV���������������)LUWK��0�� ��������$�VWXG\�RI� WKH FRQVHQVXV�RI� WKH�SHUFHLYHG� LPSRUWDQFH�RI�GLVFORVXUH�RI� LQGLYLGXDO�LWHPV�LQ�FRUSRUDWH�DQQXDO�UHSRUWV��,QWHUQDWLRQDO�-RXUQDO�RI�$FFRXQWLQJ�(GXFDWLRQ�DQG�5HVHDUFK���������������)LUWK��0�� �������� 7KH� LPSDFW� RI� VL]H�� VWRFN�PDUNHW� OLVWLQJ� DQG� DXGLWRUV� RQ� YROXQWDU\� GLVFORVXUH� LQ�FRUSRUDWH�DQQXDO�UHSRUWV��$FFRXQWLQJ�DQG�%XVLQHVV�5HVHDUFK��$XWXPQ���������)LUWK��0����������5DLVLQJ�ILQDQFH�DQG�ILUPV¶�FRUSRUDWH�UHSRUWLQJ�SROLFLHV��$EDFXV����������������)LUWK��0�� ��������7KH�H[WHQW�RI�YROXQWDU\�GLVFORVXUH� LQ�FRUSRUDWH�DQQXDO�UHSRUWV�DQG� LWV�DVVRFLDWLRQ�ZLWK�VHFXULW\�ULVN�PHDVXUHV��$SSOLHG�(FRQRPLFV����� �������)OHFN��/����������*HQHVLV�DQG�GHYHORSPHQW�RI�D�VFLHQWLILF�IDFW��&KLFDJR��8QLYHUVLW\�RI�&KLFDJR�3UHVV�)OHZ��$����������$�'LFWLRQDU\�RI�3KLORVRSK\��6HFRQG�(GLWLRQ��/RQGRQ��3DQ�%RRNV�)RJOHU��+��5��DQG�1XWW��)�� ��������$�QRWH�RQ�VRFLDO� UHVSRQVLELOLW\�DQG�VWRFN�YDOXDWLRQ��$FDGHP\�RI�0DQDJHPHQW�-RXUQDO����������������)ROH\�� %�� -�� DQG� 0DXQGHUV�� .�� 7�� �������� $FFRXQWLQJ� LQIRUPDWLRQ� GLVFORVXUH� DQG� FROOHFWLYH�EDUJDLQLQJ��/RQGRQ��0DFPLOODQ�)RR��6��/��DQG�7DQ��0��6����������$�FRPSDUDWLYH�VWXG\�RI�VRFLDO�UHVSRQVLELOLW\�UHSRUWLQJ�LQ�0DOD\VLD�DQG�6LQJDSRUH��6LQJDSRUH�$FFRXQWDQW��$XJXVW��������)RUUHVWHU��6����������%XVLQHVV�DQG�(QYLURQPHQWDO�*URXSV��$�1DWXUDO�3DUWQHUVKLS" /RQGRQ��'LUHFWRU\�RI�6RFLDO�&KDQJH�)RVWHU��*����������4XDUWHUO\�DFFRXQWLQJ�GDWD��7LPH�VHULHV�SURSHUWLHV�DQG�SUHGLFWLYH�DELOLW\�UHVXOWV��7KH�$FFRXQWLQJ�5HYLHZ��������������
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)UDQNHO��5���0F1LFKROV��0��DQG�:LOVRQ��*��3����������'LVFUHWLRQDU\�GLVFORVXUH�DQG�H[WHUQDO�ILQDQFLQJ��7KH�$FFRXQWLQJ�5HYLHZ����������������)UHGHULFN��:��&����������7KHRULHV�RI�&RUSRUDWH�6RFLDO�3HUIRUPDQFH��LQ�6HWKL��6��3��DQG�)DOEH��&��0���HGV���%XVLQHVV�DQG�6RFLHW\��'LPHQVLRQV�RI�&RQIOLFW�DQG�&R�RSHUDWLRQ��0DVVDFKXVHWWV��7RURQWR��/H[LQJWRQ�)UHGHULFN��:�� &�� �������� )URP� &65�� WR� &65� ��� 7KH� PDWXULQJ� RI� %XVLQHVV� DQG� 6RFLHW\� WKRXJKW��%XVLQHVV�DQG�6RFLHW\�����������������)UHGHULFN��5��� ��������&RUSRUDWH�*RYHUQDQFH�DQG� WKH�2(&'��$FFRXQWLQJ�DQG�%XVLQHVV�� ������ ������-XQH�)UHHGPDQ��0�� ������� $FFRXQWLQJ� DQG� WKH� UHSRUWLQJ� RI� SROOXWLRQ� LQIRUPDWLRQ��$GYDQFHV� LQ� 3XEOLF�,QWHUHVW�$FFRXQWLQJ���� ������)UHHGPDQ�� 0�� DQG� -DJJL�� %�� �����D��� 3ROOXWLRQ� GLVFORVXUH�� SROOXWLRQ� SHUIRUPDQFH� DQG� HFRQRPLF�SHUIRUPDQFH��2PHJD����������������)UHHGPDQ�� 0�� DQG� -DJJL�� %�� �����E��� 7KH� 6(&¶V� SROOXWLRQ� GLVFORVXUH� UHTXLUHPHQWV� ± $UH� WKH\�PHDQLQJIXO"�&DOLIRUQLD�0DQDJHPHQW�5HYLHZ��������������)UHHGPDQ��0��DQG�-DJJL��%����������$Q�DQDO\VLV�RI�WKH�DVVRFLDWLRQ�EHWZHHQ�SROOXWLRQ�GLVFORVXUH�DQG�HFRQRPLF�SHUIRUPDQFH��$FFRXQWLQJ� $XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO��������������)UHHGPDQ��0��DQG�6WDJOLDQR��$�-����������7KH�PDUNHW�LPSDFW�RI�VRFLDO�LQIRUPDWLRQ��LQYHVWRU�UHDFWLRQ�WR�SXEOLF�GLVFORVXUH��3URFHHGLQJV $$$�0LG�$WODQWLF�5HJLRQDO�0HHWLQJ��%DOWLPRUH��$SULO�)UHHGPDQ�� 0�� DQG� 6WDJOLDQR�� $�-�� �������� 'LIIHUHQFHV� LQ� VRFLDO�FRVW� GLVFORVXUHV�� D� PDUNHW� WHVW� RI�LQYHVWRU�UHDFWLRQV��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO��������������)UHHGPDQ��0��DQG�6WDJOLDQR��$��-����������(XURSHDQ�XQLILFDWLRQ��DFFRXQWLQJ�KDUPRQL]DWLRQ�DQG�VRFLDO�GLVFORVXUHV��,QWHUQDWLRQDO�-RXUQDO�RI�$FFRXQWLQJ����������������)UHHGPDQ��0��DQG�6WDJOLDQR��$��-����������'LVFORVXUH�RI�(QYLURQPHQWDO�&OHDQ�XS�&RVWV��7KH�LPSDFW�RI�WKH�6XSHUIXQG�$FW�LQIRUPDWLRQ��$GYDQFHV�LQ�3XEOLF�,QWHUHVW�$FFRXQWLQJ���� ��������)UHHGPDQ�� 0�� DQG� :DVOH\�� &�� �������� 7KH� DVVRFLDWLRQ� EHWZHHQ� HQYLURQPHQWDO� SHUIRUPDQFH� DQG�HQYLURQPHQWDO�GLVFORVXUH�LQ�DQQXDO�UHSRUWV�DQG���.V��$GYDQFHV�LQ�3XEOLF�,QWHUHVW�$FFRXQWLQJ�����������)UHHPDQ�5��(����������6WUDWHJLF�PDQDJHPHQW��$�VWDNHKROGHU�DSSURDFK��LQ�/DPE��5���HG���$GYDQFHV�LQ�6WUDWHJLF�0DQDJHPHQW�����������)UHHPDQ��5��(����������6WUDWHJLF�0DQDJHPHQW��$�6WDNHKROGHU�$SSURDFK��0DUVKDOO��0$��3LWPDQ�)UHHPDQ��5��(�� ��������7KH�SROLWLFV�RI� VWDNHKROGHU� WKHRU\��6RPH�IXWXUH�GLUHFWLRQV��%XVLQHVV�(WKLFV�4XDUWHUO\������� �������)UHHPDQ��5��(�� �������� 6WDNHKROGHU� WKLQNLQJ��7KH� VWDWH�RI� WKH� DUW�� LQ�1lVL�� -�� �HG����8QGHUVWDQGLQJ�6WDNHKROGHU�7KLQNLQJ���������+HOVLQNL��/65�3XEOLFDWLRQV�)UHHPDQ��5��(����������'LYHUJHQW�VWDNHKROGHU�WKHRU\��$�UHVSRQVH��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ�����������������)UHHPDQ��5��(���%DQNHU��5��DQG�/HH��+����������$�VWDNHKROGHU�DSSURDFK� WR�KHDOWK�FDUH�SODQQLQJ��LQ�7LOTXLQ��&���HG����6\VWHPV�6FLHQFHV�LQ�+HDOWK�&DUH�6FLHQFH�'HV�6\VWHPHV�'DQV�/H�'RPDLQH�'H�/D�6DQWH��7RURQWR��3HUJDPRQ�3UHVV�/WG����������)UHHPDQ��5��(��DQG�(YDQ��:����������&RUSRUDWH�JRYHUQDQFH��$�VWDNHKROGHU�SHUVSHFWLYH�� -RXUQDO�RI�%XVLQHVV�(FRQRPLFV����������������)UHHPDQ�� 5�� (�� DQG� *LOEHUW�� '�� 5�� -U�� �������� &RUSRUDWH� 6WUDWHJ\� DQG� WKH� 6HDUFK� IRU� (WKLFV�(QJOHZRRG�&OLIIV��1HZ�-HUVH\��3UHQWLFH�+DOO�)UHHPDQ��5��(��DQG�*LOEHUW��'��5��-U����������%XVLQHVV��HWKLFV�DQG�VRFLHW\��$�FULWLFDO�DJHQGD��%XVLQHVV�DQG�6RFLHW\��������������)UHHPDQ��5��(��DQG�/LHGWND��-����������&RUSRUDWH�VRFLDO�UHVSRQVLELOLW\��$�FULWLFDO�DSSURDFK��%XVLQHVV�+RUL]RQV��-XO\�$XJXVW��������������
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)ULGD\�� /�� DQG� /DVNH\�� 5�� �������� 7KH� )UDJLOH� (QYLURQPHQW�� 7KH� 'DUOLQJ� &ROOHJH� /HFWXUHV��&DPEULGJH��8.��&DPEULGJH�8QLYHUVLW\�3UHVV�)ULHGODQ�� -�� �������� $FFRXQWLQJ� FKRLFHV� E\� LVVXHUV� RI� LQLWLDO� SXEOLF� RIIHULQJV�� &RQWHPSRUDU\�$FFRXQWLQJ�5HVHDUFK��6XPPHU�������)ULHGPDQ��0�� �������� 7KH�0HWKRGRORJ\� RI� 3RVLWLYH� (FRQRPLFV�� LQ� )ULHGPDQ��0�� �HG���� (VVD\V� LQ�3RVLWLYH�(FRQRPLFV��������&KLFDJR��8QLYHUVLW\�RI�&KLFDJR�3UHVV�)ULHGPDQ��0����������&DSLWDOLVP�DQG�)UHHGRP��&KLFDJR��8QLYHUVLW\�RI�&KLFDJR�3UHVV�)ULHGPDQ��0�� ��������7KH�VRFLDO� UHVSRQVLELOLW\�RI�EXVLQHVV� LV� WR� LQFUHDVH� LWV�SURILWV��7KH�1HZ�<RUN�7LPHV�0DJD]LQH��6XQGD\�6HSWHPEHU������������������������)ULHGULFK��&��-����������0DQ�DQG�+LV�*RYHUQPHQW��$Q�(PSLULFDO�7KHRU\�RI�3ROLWLFV��1HZ�<RUN��1<��0F*UDZ�+LOO�)URRPDQ��-����������6WDNHKROGHU�LQIOXHQFH�VWUDWHJLHV��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ�������������)URVW��*��DQG�:LOPKXUVW��7����������*RLQJ�JUHHQ�«�EXW�QRW�\HW��$XVWUDOLDQ�$FFRXQWDQW��������������)URVW�� *�� 5�� DQG� :LOPKXUVW�� 7�� '�� �������� (YLGHQFH� RI� HQYLURQPHQWDO� DFFRXQWLQJ� LQ� $XVWUDOLDQ�FRPSDQLHV��$VLDQ�5HYLHZ�RI�$FFRXQWLQJ���������������)URVW��*��5����������$Q�,QYHVWLJDWLRQ�LQWR�WKH�,QWURGXFWLRQ�2I�0DQGDWRU\�(QYLURQPHQWDO�5HSRUWLQJ�LQ�$XVWUDOLD� SDSHU� SUHVHQWHG� DW� WKH� �UG $VLDQ� 3DFLILF� ,QWHUGLVFLSOLQDU\� 5HVHDUFK� LQ� $FFRXQWLQJ��$3,5$��&RQIHUHQFH��8QLYHUVLW\�RI�$GHODLGH��$XVWUDOLD�)URVW�� *�� 5�� DQG� (QJOLVK�� /�� ��������0DQGDWRU\� FRUSRUDWH� HQYLURQPHQWDO� UHSRUWLQJ� LQ� $XVWUDOLD��FRQWHVWHG� LQWURGXFWLRQ� EHOLHV� HIIHFWLYHQHVV� LQ� LWV� DSSOLFDWLRQ�� SDSHU� SRVWHG� RQ� µ7KH� 'UDZLQJ�%RDUG¶� ZHEVLWH� RI� WKH� 8QLYHUVLW\� RI� 6\GQH\��KWWS���ZZZ�HFRQ�XV\G�HGX�DX�GUDZLQJERDUG�GLJHVW������)U\��)��DQG�+RFN��5��-����������:KR�FODLPV�FRUSRUDWH�VRFLDO�UHVSRQVLELOLW\"�7KH�ELJJHVW�DQG�WKH�ZRUVW��%XVLQHVV�DQG�6RFLHW\�5HYLHZ�,QQRYDWLRQ�����������)XUXERWQ��(��*�� DQG�3HMRYLFK�� 6�� �������� 3URSHUW\� ULJKWV� DQG� HFRQRPLF� WKHRU\��$� VXUYH\�RI� UHFHQW�OLWHUDWXUH��-RXUQDO�RI�(FRQRPLF�/LWHUDWXUH��������������*DIILNLQ��0��-��5����������/HJDF\�RI�WKH�*ROGHQ�$JH��5HFHQW�'HYHORSPHQWV�LQ�WKH�0HWKRGRORJ\�RI�$FFRXQWLQJ��$EDFXV���������������*DJQRQ��-��0����������3XUFKDVH�YHUVXV�SRROLQJ�PHWKRG�RI�LQWHUHVW��7KH�VHDUFK�IRU�D�SUHGLFWRU��-RXUQDO�RI�$FFRXQWLQJ�5HVHDUFK�����6XSSOHPHQW����������*DOEUDLWK��-��.����������7KH�1HZ�,QGXVWULDO�6WDWH��/RQGRQ��3HOLFDQ�*DOEUDLWK��-��.����������7KH�$IIOXHQW�6RFLHW\��/RQGRQ��3HOLFDQ�*DOEUDLWK��-��.����������0RQH\��:KHQFH�LW�FDPH��ZKHUH�LW�ZHQW��/RQGRQ��3HOLFDQ�*DOEUDLWK�-�.���������7KH�&XOWXUH�RI�&RQWHQWPHQW��/RQGRQ��3HQJXLQ�*DOOKRIHU��6��DQG�+DVODP��-�� �����D���7KH�GLUHFWLRQ�RI�JUHHQ�DFFRXQWLQJ�SROLF\��FULWLFDO� UHIOHFWLRQV��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO�����������������*DOOKRIHU��6��DQG�+DVODP��-�������E�� %H\RQG�DFFRXQWLQJ��7KH�SRVVLELOLWLHV�RI�DFFRXQWLQJ�DQG�FULWLFDO�DFFRXQWLQJ�UHVHDUFK��&ULWLFDO�3HUVSHFWLYHV�RQ�$FFRXQWLQJ����������������*DPEOH�� *�� 2��� +VX�� .��� .LWH�� '�� DQG� 5DGNWH�� 5�� 5�� �������� (QYLURQPHQWDO� GLVFORVXUHV� LQ� DQQXDO�UHSRUWV�DQG���.V��$Q�H[DPLQDWLRQ��$FFRXQWLQJ�+RUL]RQV�������������*DPEOH��*��2���+VX��.���-DFNVRQ��&��DQG�7ROOHUVRQ��&��'����������(QYLURQPHQWDO�GLVFORVXUHV�LQ�DQQXDO�UHSRUWV��$Q�LQWHUQDWLRQDO�SHUVSHFWLYH��,QWHUQDWLRQDO�-RXUQDO�RI�$FFRXQWLQJ�����������������*DPEOLQJ�7��������� 7KH�DFFRXQWDQWV
�JXLGH�WR�WKH�JDOD[\��LQFOXGLQJ�WKH�SURIHVVLRQ�DW�WKH�HQG�RI�WKH�XQLYHUVH��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\�����������������*DWHZRRG�� (�� DQG� &DUUROO�� $�� %�� �������� 7KH� DQDWRP\� RI� FRUSRUDWH� VRFLDO� UHVSRQVH�� %XVLQHVV�+RUL]RQV��������������*DYHQWD�� -�� ��������3RZHU�DQG�SRZHUOHVVQHVV��TXLHVFHQFH�DQG� UHEHOOLRQ� LQ�DQ�$SSDODFKLDQ�YDOOH\��&KDPSDLJQ�8UEDQD��,/��8QLYHUVLW\�RI�,OOLQRLV�3UHVV�
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*HGGHV��0����������7KH�VRFLDO�DXGLW�PRYHPHQW��LQ�2ZHQ��'�/���HG����*UHHQ�5HSRUWLQJ��$FFRXQWDQF\�DQG�WKH�&KDOOHQJH�RI�WKH�1LQHWLHV����������/RQGRQ��&KDSPDQ�	�+DOO�*HQR�� %�� -�� �������� $FFRXQWLQJ� IRU� VXVWDLQDELOLW\�� DQ� H[SORUDWLRQ� RI� DFFRXQWLQJ� QHHGV� LQ� WKH�HFRORJLFDOO\�UDWLRQDO�VRFLHW\´��$FFRXQWLQJ�)RUXP�������������������*LEELQV�� 0��� 5LFKDUGVRQ�� $�� DQG� :DWHUKRXVH�� -�� �������� 7KH� PDQDJHPHQW� RI� FRUSRUDWH� ILQDQFLDO�GLVFORVXUH�� 2SSRUWXQLVP�� ULWXDOLVP�� SROLFLHV� DQG� SURFHVVHV�� -RXUQDO� RI� $FFRXQWLQJ� 5HVHDUFK����������������*LEVRQ��.����������7KH�PRUDO�EDVLV�RI�VWDNHKROGHU�WKHRU\��-RXUQDO�RI�%XVLQHVV�(WKLFV�������������*LEVRQ�� .�� DQG�2¶'RQRYDQ�� *�� ��������*UHHQ� $FFRXQWLQJ� LQ� $XVWUDOLD� � 0\WK� RU� 5HDOLW\"�� SDSHU�SUHVHQWHG�LQ�WKH�5HVHDUFK�)RUXP����WK $QQXDO�&RQJUHVV�RI�WKH�(XURSHDQ�$FFRXQWLQJ�$VVRFLDWLRQ��9HQLFH��,WDO\�*LEVRQ��.��DQG�2¶'RQRYDQ��*����������(QYLURQPHQWDO�GLVFORVXUHV�LQ�$XVWUDOLD��$�ORQJLWXGLQDO�VWXG\��SXEOLVKHG�LQ�$FFRXQWLQJ�IRU�7KH�(QYLURQPHQW��6HPLQDU�6HULHV�������50,7�8QLYHUVLW\��6FKRRO�RI�$FFRXQWLQJ�DQG�/DZ��0HOERXUQH��$XVWUDOLD��0D\������*LEVRQ��5��DQG�*XWKULH��-��(����������5HFHQW�HQYLURQPHQWDO�GLVFORVXUHV�LQ�DQQXDO�UHSRUWV�RI�$XVWUDOLDQ�SXEOLF�DQG�SULYDWH�VHFWRU�RUJDQL]DWLRQV��$FFRXQWLQJ�)RUXP�������������������*LGGHQV��$����������3ROLWLFV�DQG�6RFLRORJ\�LQ�WKH�7KRXJKW�RI�0D[�:HEHU��/RQGRQ��0DFPLOODQ�*LGGHQV��$����������&HQWUDO�3UREOHPV�LQ�6RFLDO 7KHRU\��$FWLRQ��6WUXFWXUH�DQG�&RQWUDGLFWLRQ�LQ�6RFLDO�$QDO\VLV��/RQGRQ��0DFPLOODQ�*LOSLQ��$����������'LFWLRQDU\�RI�(QYLURQPHQW�DQG�6XVWDLQDEOH�'HYHORSPHQW��&KLFKHVWHU��-RKQ�:LOH\�	�6RQV�*LOO��)��5����������(QYLURQPHQWDO�5HPHGLDWLRQ�/LDELOLWLHV��-RXUQDO�RI�$FFRXQWDQF\��6HSWHPEHU��������*LRLD�� '�� $�� DQG� 3LWUH�� (�� �������� 0XOWLSDUDGLJP� 3HUVSHFWLYHV� LQ� 7KHRU\� %XLOGLQJ�� $FDGHP\� RI�0DQDJHPHQW�5HYLHZ�����������������*OREDO� 5HSRUWLQJ� ,QLWLDWLYH� �*5,�� �������� 6XVWDLQDELOLW\� 5HSRUWLQJ� *XLGHOLQHV� RQ� (FRQRPLF��(QYLURQPHQWDO�DQG�6RFLDO�3HUIRUPDQFH��%RVWRQ��0$��*5,�*OREDO� 5HSRUWLQJ� ,QLWLDWLYH� �*5,�� �������� ����� 6XVWDLQDELOLW\� 5HSRUWLQJ� *XLGHOLQHV� �6HSWHPEHU���������$PVWHUGDP��*5,�*ROGVPLWK��=����������3URJUHVV�WR�1RZKHUH��5HVXUJHQFH�������������*RRGSDVWHU��.����������%XVLQHVV�HWKLFV�DQG�VWDNHKROGHU�DQDO\VLV��%XVLQHVV�(WKLFV�4XDUWHUO\������� ������*RRGZLQ�� '��� *RRGZLQ�� -�� DQG� .RQLHFQ]\�� .�� �������� 7KH� YROXQWDU\� GLVFORVXUH� RI� HQYLURQPHQWDO�LQIRUPDWLRQ�� D�FRPSDULVRQ�RI�LQYHVWRU�DQG�FRPSDQ\�SHUFHSWLRQV��$FFRXQWLQJ�5HVHDUFK�-RXUQDO��������������*RQHGHV��1��-����������(IILFLHQW�&DSLWDO�0DUNHWV�DQG�([WHUQDO�$FFRXQWLQJ��7KH�$FFRXQWLQJ�5HYLHZ��-DQXDU\��������*RQHGHV�� 1�� -�� DQG� 'RSXFK�� 1�� �������� &DSLWDO� 0DUNHW� (TXLOLEULXP�� ,QIRUPDWLRQ� 3URGXFWLRQ� DQG�6HOHFWLQJ� $FFRXQWLQJ� 7HFKQLTXHV�� 7KHRUHWLFDO� )UDPHZRUN� DQG� 5HYLHZ� RI� (PSLULFDO� :RUN��6WXGLHV�RQ�)LQDQFLDO�$FFRXQWLQJ�2EMHFWLYHV��-RXUQDO�RI�$FFRXQWLQJ�5HVHDUFK������6XSSOHPHQW��������*RQHOOD� &��� 3LOOLQJ�� $�� DQG� =DGHN�� 6�� ��������0DNLQJ� YDOXHV� FRXQW�� &RQWHPSRUDU\� H[SHULHQFH� LQVRFLDO�DQG�HWKLFDO�DFFRXQWLQJ��DXGLWLQJ�DQG�UHSRUWLQJ��/RQGRQ��$&&$�*RUGRQ��0��-����������3RVWXODWHV��SULQFLSOHV�DQG�UHVHDUFK�LQ�$FFRXQWLQJ��7KH�$FFRXQWLQJ�5HYLHZ��������������*RUGRQ�� 0�� -��� +RUZLW]�� %�� 1�� DQG� 0H\HUV�� 3�� 7�� �������� $FFRXQWLQJ� PHDVXUHPHQWV� DQG� QRUPDO�JURZWK�RI� WKH� ILUP�� LQ� -DHGLFNH��5��.��� ,MLUL��<��DQG�1LHOVHQ��2�� �HGV����5HVHDUFK� LQ�$FFRXQWLQJ�0HDVXUHPHQW����������6DUDVRWD��$PHULFDQ�$FFRXQWLQJ�$VVRFLDWLRQ�*RUH��3���7DLE��)��0��DQG�7D\ORU��3��$����������$FFRXQWLQJ�IRU�JRRGZLOO��$Q�H[DPLQDWLRQ�RI�IDFWRUV�LQIOXHQFLQJ�PDQDJHPHQW�SUHIHUHQFHV��$FFRXQWLQJ�DQG�%XVLQHVV�5HVHDUFK����������������
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*RUPDQ�� %�� -�� ��������$UH�&RUSRUDWLRQV� %HFRPLQJ�0RUH� 6RFLDOO\� 5HVSRQVLEOH" ± $Q� ([SORUDWRU\�6WXG\�RI�6RFLDO�5HVSRQVLELOLW\�5HSRUWLQJ�,Q�&DQDGD��SDSHU�SUHVHQWHG�DW�WKH���WK $QQXDO�&RQJUHVV�RI�WKH�(XURSHDQ�$FFRXQWLQJ�$VVRFLDWLRQ�*OXHFN��:��)����������%XVLQHVV�SROLF\�DQG�VWUDWHJLF�PDQDJHPHQW��1HZ�<RUN��1<��0F*UDZ�+LOO�*UD\�5��+����������$FFRXQWLQJ�DQG�GHPRFUDF\��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO�������������*UD\�� 5�� +�� �����D��� 7KH� *UHHQLQJ� RI� $FFRXQWDQF\�� 7KH� 3URIHVVLRQ� DIWHU� 3HDUFH�� &HUWLILHG�$FFRXQWDQWV�(GXFDWLRQDO�7UXVW�5HVHDUFK�5HSRUW�1R������/RQGRQ��$&&$�*UD\��5��+�������E���$FFRXQWLQJ�DQG�HFRQRPLFV��WKH�SV\FKRSDWKLF�VLEOLQJV��D�UHVHDUFK�HVVD\��%ULWLVK�$FFRXQWLQJ�5HYLHZ����������������*UD\��5��+�������F���7KH�DFFRXQWDQW¶V�WDVN�DV�D�IULHQG�WR�WKH�HDUWK��$FFRXQWDQF\������ -XQH��������*UD\�� 5�� +�� �����G��� &RUSRUDWH� 6RFLDO� 5HSRUWLQJ� E\� 8.� &RPSDQLHV�� D� FURVV�VHFWLRQDO� DQG�ORQJLWXGLQDO� VWXG\� � $Q� ,QWHULP�5HSRUW�� SDSHU�SUHVHQWHG� WR� WKH�%ULWLVK�$FFRXQWLQJ�$VVRFLDWLRQ��8QLYHUVLW\�RI�'XQGHH��$SULO�*UD\� 5�� +�� �����D��� 7UHQGV� LQ� FRUSRUDWH� VRFLDO� DQG� HQYLURQPHQWDO� DFFRXQWLQJ�� /RQGRQ�� %ULWLVK�,QVWLWXWH�RI�0DQDJHPHQW��%,0��*UD\�� 5�� +�� �����E��� $FFRXQWDELOLW\�� &RUSRUDWH� 6RFLDO� 5HSRUWLQJ� DQG� WKH� ([WHUQDO� 6RFLDO� $XGLW��$GYDQFHV�LQ�3XEOLF�,QWHUHVW�$FFRXQWLQJ����������*UD\�� 5�� +�� �����F��� 6XVWDLQDELOLW\�� 'R� \RX� 5($//<� ZDQW� WR� NQRZ� ZKDW� LW� PHDQV"�� &%,�(QYLURQPHQW�1HZVOHWWHU�����-DQXDU\��������*UD\�� 5��+�� ��������$FFRXQWLQJ� DQG� HQYLURQPHQWDOLVP��$Q� H[SORUDWLRQ� RI� WKH� FKDOOHQJH� RI� JHQWO\�DFFRXQWLQJ� IRU� DFFRXQWDELOLW\�� WUDQVSDUHQF\� DQG� VXVWDLQDELOLW\�� $FFRXQWLQJ�� 2UJDQL]DWLRQV� 	�6RFLHW\�����������������*UD\�� 5�� +�� �������� &XUUHQW� SUDFWLFH� LQ� HQYLURQPHQWDO� UHSRUWLQJ�� 6RFLDO� DQG� (QYLURQPHQWDO�$FFRXQWLQJ�������������*UD\��5��+�������D���6RFLDO�DQG�HQYLURQPHQWDO�DFFRXQWLQJ��DFFRXQWDELOLW\�DQG�UHSRUWLQJ��QHZ�ZLQH�LQ�ROG�VNLQV�RU�VLON�SXUVHV�IURP�VRZV�HDUV"�$FFRXQWLQJ�)RUXP��������������*UD\��5��+�������E���&RUSRUDWH�5HSRUWLQJ�IRU�6XVWDLQDEOH�'HYHORSPHQW��$FFRXQWLQJ�IRU�VXVWDLQDELOLW\�LQ�����$'��(QYLURQPHQWDO�9DOXHV��������6SULQJ�������*UD\� 5�� +�� �������� 7KH� GHYHORSLQJ� VWDWH� RI� WKH� DUW� LQ� HQYLURQPHQWDO� UHSRUWLQJ� LQ� WKH� 8.� DQG�FRQWLQHQWDO� (XURSH�� LQ� <DPDJDPL�� 7�� DQG�.LNX\D��.�� �HGV����*UHHQ� 5HSRUWLQJ�� (QYLURQPHQWDO�SURWHFWLRQ�DQG�DFFRXQWLQJ������������LQ�-DSDQHVH��*UD\��5��+�� ��������7KH�SUDFWLFH�RI� VLOHQW�DFFRXQWLQJ�� LQ�=DGHN�6���(YDQV��5��DQG�3UX]DQ��3�� �HGV���%XLOGLQJ� &RUSRUDWH� $FFRXQWDELOLW\�� (PHUJLQJ� 3UDFWLFHV LQ� 6RFLDO� DQG� (WKLFDO� $FFRXQWLQJ��$XGLWLQJ�DQG�5HSRUWLQJ����������/RQGRQ��(DUWKVFDQ�*UD\��5��+����������,PDJLQDWLRQ��D�ERZO�RI�SHWXQLDV�DQG�VRFLDO�DFFRXQWLQJ��&ULWLFDO�3HUVSHFWLYHV�RQ�$FFRXQWLQJ����������������*UD\��5����������&XUUHQW�GHYHORSPHQWV�DQG�WUHQGV�LQ�VRFLDO�DQG�HQYLURQPHQWDO�DXGLWLQJ��UHSRUWLQJ�DQG�DWWHVWDWLRQ��$�UHYLHZ�DQG�FRPPHQW��,QWHUQDWLRQDO�-RXUQDO�RI�$XGLWLQJ���������������*UD\��5��+����������7KLUW\�\HDUV�RI�VRFLDO�DFFRXQWLQJ��UHSRUWLQJ�DQG�DXGLWLQJ��:KDW��LI�DQ\WKLQJ��KDYH�ZH�OHDUQW"�%XVLQHVV�(WKLFV��$�(XURSHDQ�5HYLHZ��������������*UD\�� 5�� +�� �������� 7KH� VRFLDO� DFFRXQWLQJ� SURMHFW� DQG� ³$FFRXQWLQJ�� 2UJDQL]DWLRQV� 	� 6RFLHW\´��3ULYLOHJLQJ�HQJDJHPHQW��LPDJLQLQJV��QHZ�DFFRXQWLQJV�DQG�SUDJPDWLVP�RYHU�FULWLTXH"�$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\�����������������*UD\�� 5�� DQG� %HEELQJWRQ�� -�� �������� $FFRXQWLQJ� DQG� WKH� 6RXO� RI� 6XVWDLQDELOLW\�� +\SHUUHDOLW\��7UDQVQDWLRQDO�&RUSRUDWLRQV�DQG�WKH�8QLWHG�1DWLRQV��'XQGHH��8QLYHUVLW\�RI�'XQGHH�'LVFXVVLRQ�3DSHUV�LQ�$FFRXQWDQF\�DQG�)LQDQFH��-DQXDU\��$FF�������*UD\�� 5�� +�� DQG� %HEELQJWRQ�� .�� -�� �������� (QYLURQPHQWDO� DFFRXQWLQJ�� PDQDJHULDOLVP� DQG�VXVWDLQDELOLW\�� ,V� WKH� SODQHW� VDIH� LQ� WKH� KDQGV� RI� EXVLQHVV� DQG� DFFRXQWLQJ"� $GYDQFHV� LQ�(QYLURQPHQWDO�$FFRXQWLQJ�DQG�0DQDJHPHQW���� �����



5HIHUHQFHV

���

*UD\��5��DQG�%HEELQJWRQ��-����������$FFRXQWLQJ�IRU�WKH�(QYLURQPHQW��6HFRQG�(GLWLRQ��/RQGRQ��6DJH�*UD\��5���%HEELQJWRQ��-��DQG�:DOWHUV��'����������$FFRXQWLQJ�IRU�WKH�(QYLURQPHQW��7KH�*UHHQLQJ�RI�$FFRXQWDQF\�3DUW�,,��/RQGRQ��3DXO�&KDSPDQ�*UD\��5��+���%HEELQJWRQ��.��%���:DOWHUV��'��DQG�7KRPVRQ��,�������D���7KH�JUHHQLQJ�RI�HQWHUSULVH��$QH[SORUDWLRQ� RI� WKH� �QRQ��UROH� RI� HQYLURQPHQWDO� DFFRXQWLQJ� DQG� HQYLURQPHQWDO� DFFRXQWDQWV� LQ�RUJDQL]DWLRQDO�FKDQJH��&ULWLFDO�3HUVSHFWLYHV�RQ�$FFRXQWLQJ���������������*UD\�� 5�� +�� DQG� &ROOLVRQ�� '�� -��� ZLWK� )UHQFK�� -��� 0F3KDLO�� .�� DQG� 6WHYHQVRQ�� /�� �������� 7KH�SURIHVVLRQDO� DFFRXQWDQF\� ERGLHV� DQG� WKH� SURYLVLRQ� RI� HGXFDWLRQ� DQG� WUDLQLQJ� LQ� UHODWLRQ� WR�HQYLURQPHQWDO�LVVXHV��(GLQEXUJK��,QVWLWXWH�RI�&KDUWHUHG�$FFRXQWDQWV�RI�6FRWODQG��,&$6��*UD\��5��+���'H\��&���2ZHQ��'��/���(YDQV��5�� DQG�=DGHN��6�� ��������6WUXJJOLQJ�ZLWK� WKH�SUD[LV�RI�VRFLDO� DFFRXQWLQJ�� 6WDNHKROGHUV�� DFFRXQWDELOLW\�� DXGLWV� DQG� SURFHGXUHV��$FFRXQWLQJ� $XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO����������������*UD\��5���-DYDG��0���3RZHU��'��DQG�6LQFODLU��&��'����������6RFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUH�DQG�FRUSRUDWH� FKDUDFWHULVWLFV�� $� UHVHDUFK� QRWH� DQG� H[WHQVLRQ�� -RXUQDO� RI� %XVLQHVV� )LQDQFH� 	�$FFRXQWLQJ�������������������*UD\�� 5�� +��� .RXK\�� 5�� DQG� /DYHUV�� 6�� �����E��� &RUSRUDWH� VRFLDO� DQG� HQYLURQPHQWDO� UHSRUWLQJ��$�UHYLHZ� RI� WKH� OLWHUDWXUH� DQG� D� ORQJLWXGLQDO� VWXG\� RI� 8.� GLVFORVXUH�� $FFRXQWLQJ� $XGLWLQJ� 	�$FFRXQWDELOLW\�-RXUQDO��������������*UD\�� 5�� +��� .RXK\�� 5�� DQG� /DYHUV�� 6�� �����F��� &RQVWUXFWLQJ� D� UHVHDUFK� GDWDEDVH� RI� VRFLDO� DQG�HQYLURQPHQWDO� UHSRUWLQJ� E\� 8.� FRPSDQLHV�� $� PHWKRGRORJLFDO� QRWH�� $FFRXQWLQJ� $XGLWLQJ� 	�$FFRXQWDELOLW\�-RXUQDO���������������*UD\�� 5�� +�� DQG� /DXJKOLQ�� 5�� &�� �������� 7KH� FRPLQJ� RI� WKH� JUHHQ� DQG� WKH� FKDOOHQJH� RI�HQYLURQPHQWDOLVP��$FFRXQWLQJ�$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO������������*UD\�5��+���2ZHQ��'��/��DQG�$GDPV��5�������G���6WDQGDUGV��VWDNHKROGHUV�DQG�VXVWDLQDELOLW\��&HUWLILHG�$FFRXQWDQW��0DUFK��������*UD\��5���2ZHQ��'��DQG�$GDPV��&����������$FFRXQWLQJ�DQG�$FFRXQWDELOLW\��&KDQJHV�DQG�&KDOOHQJHV�LQ�&RUSRUDWH�6RFLDO�DQG�(QYLURQPHQWDO�5HSRUWLQJ��(XURSH��3UHQWLFH�+DOO�*UD\�� 5��� 2ZHQ�� '�� DQG� 0DXQGHUV�� .�� 7�� �������� &RUSRUDWH� 6RFLDO� 5HSRUWLQJ�� $FFRXQWLQJ� 	�$FFRXQWDELOLW\��+HPHO�+HPSVWHDG��3UHQWLFH�+DOO�*UD\��5��+���2ZHQ��'��/��DQG�0DXQGHUV��.��7����������&RUSRUDWH�VRFLDO�UHSRUWLQJ��(PHUJLQJ�WUHQGV�LQ�DFFRXQWDELOLW\�DQG�WKH�VRFLDO�FRQWUDFW��$FFRXQWLQJ�$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO�������������*UD\�5��+���2ZHQ��'��/��DQG�0DXQGHUV��.��7����������$FFRXQWDELOLW\��FRUSRUDWH�VRFLDO�UHSRUWLQJ��DQG�H[WHUQDO�VRFLDO�DXGLWV��$GYDQFHV�LQ�3XEOLF�,QWHUHVW�$FFRXQWLQJ���� �����*UD\��5��+��DQG�3HUNV��5��:����������+RZ�GHVLUDEOH�LV�VRFLDO�DFFRXQWLQJ"�$FFRXQWDQF\��$SULO����������*UD\�� 5�� DQG� 6WRQH�� '�� �������� (QYLURQPHQWDO� DFFRXQWLQJ� DQG� HQYLURQPHQWDO� DXGLWLQJ� LQ� (XURSH��6KRRWLQJ�WKH�EUHH]H�DQG�PLVVLQJ�WKH�SRLQW"�7KH�(XURSHDQ�$FFRXQWLQJ�5HYLHZ���������������*UD\��6��-����������7RZDUGV�D�WKHRU\�RI�FXOWXUDO�LQIOXHQFHV�RQ�WKH�GHYHORSPHQW�RI�DFFRXQWLQJ�V\VWHPV�LQWHUQDWLRQDOO\��$EDFXV��������������*UD\��6��-���5DGHEDXJK��/��+��DQG�5REHUWV��&��%����������,QWHUQDWLRQDO�SHUFHSWLRQV�RI�FRVW�FRQVWUDLQWV�RQ�YROXQWDU\�LQIRUPDWLRQ�GLVFORVXUHV��D�FRPSDUDWLYH�VWXG\�RI�8.�DQG�86�PXOWLQDWLRQDOV��-RXUQDO�RI�,QWHUQDWLRQDO�%XVLQHVV�6WXGLHV��)RXUWK�4XDUWHU��:LQWHU�����������*UHHQLQJ�� '�� :�� DQG� *UD\�� %�� �������� 7HVWLQJ� D� PRGHO� RI� RUJDQL]DWLRQDO� UHVSRQVH� WR� VRFLDO� DQG�SROLWLFDO�LVVXHV��$FDGHP\�RI�0DQDJHPHQW�-RXUQDO����������������*UHHQSHDFH���������7KH *UHHQSHDFH�ERRN�RI�*UHHQZDVK��:DVKLQJWRQ�'&��*UHHQSHDFH�,QWHUQDWLRQDO�*UHHQSHDFH�%HOJLXP���������5DSSRUW�$QQXHO������ %UXVVHOV��%HOJLXP��*UHHQSHDFH�%HOJLXP�DVEO�*UHHU�� -�� DQG� %UXQR�� .�� �������� *UHHQZDVK�� 7KH� 5HDOLW\� %HKLQG� &RUSRUDWH� (QYLURQPHQWDOLVP��3HQDQJ��0DOD\VLD��7KLUG�:RUOG�1HWZRUN�DQG�1HZ�<RUN��1<��7KH�$SH[�3UHVV
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*ULIILQ��(��0����������$�)LUVW�/RRN�DW�&RPPXQLFDWLRQ�7KHRU\���QG (GLWLRQ��1HZ�<RUN��1<��0F*UDZ�+LOO�*ULIILQ�� -�� -�� DQG�0DKRQ�� -�� )�� �������� 7KH� FRUSRUDWH� VRFLDO� SHUIRUPDQFH� DQG� FRUSRUDWH� ILQDQFLDO�SHUIRUPDQFH��7ZHQW\�ILYH�\HDUV�RI�LQFRPSDUDEOH�UHVHDUFK��%XVLQHVV�DQG�6RFLHW\����� �����*ULQW��.��������� 7KH�VRFLRORJ\�RI�ZRUN��DQ�LQWURGXFWLRQ��&DPEULGJH��3ROLW\�3UHVV�*URVV��(�� ��������2UJDQL]DWLRQV�DV�FULPLQDO�DFWRUV�� LQ�:LOVRQ��3��5��DQG�%UDLWKZDLWH�� -�� �HGV����7KH�7ZR�)DFHV�RI�'HYLDQFH��&ULPHV�RI�WKH�3RZHUIXO�DQG�3RZHUOHVV�����������6W��/XFLD��8QLYHUVLW\�RI�4XHHQVODQG�3UHVV�*URVVPDQ��6��-����������7KH�LQIRUPDWLRQ�UROH�RI�ZDUUDQWLHV�SULYDWH�GLVFORVXUH�DERXW�SURGXFW�TXDOLW\��-RXUQDO�RI�/DZ�DQG�(FRQRPLFV����������*URVVPDQ��6��-��DQG�+DUW��2��'����������7KH�FRVWV�DQG�EHQHILWV�RI�RZQHUVKLS��D�WKHRU\�RI�YHUWLFDO�DQG�ODWHUDO�LQWHJUDWLRQ��-RXUQDO�RI�3ROLWLFDO�(FRQRP\��������������*URYHU��5����������)LJKWLQJ�EDFN��7KH�UHVXUJHQFH�RI�VRFLDO�DFWLYLVP��%XVLQHVV�:HHN�0D\����������*XWKULH��-����������&RUSRUDWH�VRFLDO�DFFRXQWLQJ�DQG�UHSRUWLQJ��$Q�$XVWUDOLDQ�HPSLULFDO�VWXG\��SDSHU�SUHVHQWHG�WR�WKH�$$$1=�&RQIHUHQFH��*ULIILQ�8QLYHUVLW\��%ULVEDQH��$XVWUDOLD�*XWKULH��-��(��DQG�0DWKHZV��0��5����������&RUSRUDWH�VRFLDO�DFFRXQWLQJ�LQ�$XVWUDODVLD��LQ�3UHVWRQ��/�(���HG����5HVHDUFK� LQ� &RUSRUDWH� 6RFLDO� 3HUIRUPDQFH� DQG� 3ROLF\�� ��� �������� *UHHQZLFK�� &7�� -$,�3UHVV��*XWKULH��-��(��DQG�3DUNHU��/��'����������&RUSRUDWH�VRFLDO�UHSRUWLQJ��$�UHEXWWDO�RI�OHJLWLPDF\�WKHRU\��$FFRXQWLQJ�DQG�%XVLQHVV�5HVHDUFK���������� �������*XWKULH�� -�� (�� DQG� 3DUNHU�� /�� '�� �������� &RUSRUDWH� VRFLDO� GLVFORVXUH� SUDFWLFH�� $� FRPSDUDWLYH�LQWHUQDWLRQDO�DQDO\VLV��$GYDQFHV�LQ�3XEOLF�,QWHUHVW�$FFRXQWLQJ���� �������*XWWLQJ��*���HG�����������3DUDGLJPV�DQG�5HYROXWLRQV��1RWUH�'DPH��8QLYHUVLW\�RI�1RWUH�'DPH�3UHVV�+5+�7KH�3ULQFH�RI�:DOHV���������³$�7LPH�WR�+HDO´��7HPHQRV�$FDGHP\�5HYLHZ����$XWXPQ��UHSULQWHG�LQ�5HVXUJHQFH��-XO\�$XJXVW�������SS������+DEHUPDV��-����������7KHRU\�DQG�3UDFWLFH��WUDQVODWHG�E\�9LHUWHO��-��/RQGRQ��+HLQHPDQQ�������+DEHUPDV��-����������7RZDUGV�D�5DWLRQDO�6RFLHW\��WUDQVODWHG�E\�6KDSLUR��-��-��/RQGRQ��+HLQHPDQQ�+DEHUPDV��-�������D���/HJLWLPDWLRQ�&ULVLV��WUDQVODWHG�E\�0F&DUWK\��7��/RQGRQ��+HLQHPDQQ�+DEHUPDV��-�������E���7KH�$QDO\WLFDO�7KHRU\�RI�6FLHQFH�DQG�'LDOHFWLFV��LQ�$GRUQR��7��:��HW�DO���HGV����7KH� 3RVLWLYLVW� 'LVSXWH� LQ� *HUPDQ� 6RFLRORJ\�� WUDQVODWHG� E\� $GH\�� *�� DQG� )ULVE\�� '�� /RQGRQ��+HLQHPDQQ���������������+DEHUPDV��-����������.QRZOHGJH�DQG�+XPDQ�,QWHUHVWV��6HFRQG�(GLWLRQ��/RQGRQ��+HLQHPDQQ�+DEHUPDV��-����������������7KH�7KHRU\�RI�&RPPXQLFDWLYH�$FWLRQ��WUDQVODWHG�E\�0F&DUWK\��7���9RO����DQG��� %RVWRQ��0$��%HDFRQ�3UHVV�+DFNVWRQ��'��DQG�0LOQH�0��-����������6RPH�GHWHUPLQDQWV�RI�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUHV�LQ�1HZ�=HDODQG�FRPSDQLHV��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO���������������+DJHUPDQ��5��/�� DQG�=PLMHZVNL��0��(�� ��������6RPH�HFRQRPLF�GHWHUPLQDQWV�RI� DFFRXQWLQJ�SROLF\�FKRLFH��-RXUQDO�RI�$FFRXQWLQJ�DQG�(FRQRPLFV���������������+DKQ��5����������7KH�SROLWLFDO�HFRQRP\�RI�HQYLURQPHQWDO�UHODWLRQV��3XEOLF�&KRLFH��$SULO��������+DLU��-��)��-U���$QGHUVRQ��5��(���7DWKDP��5��/��DQG�%ODFN��:��&����������0XOWLYDULDWH�'DWD�$QDO\VLV��)LIWK�(GLWLRQ��8SSHU�6DGGOH�5LYHU��1HZ�-HUVH\��3UHQWLFH�+DOO�+DLUH��0���*KLVHOOL��(�DQG�3RUWHU��/����������0DQDJHULDO�7KLQNLQJ��$Q�,QWHUQDWLRQDO�6WXG\��1HZ�<RUN��-RKQ�:LOH\�	�6RQV�+DOO�� &�� DQG� -RQHV�� 0�� �������� 6RFLDO� UHVSRQVLELOLW\� DFFRXQWLQJ�� 0\WK� RU� UHDOLW\"� 0DQDJHPHQW�$FFRXQWLQJ��0DUFK��������+DOPH�� 0�� DQG� +XVH�� 0�� �������� 7KH� ,QIOXHQFH� RI� &RUSRUDWH� *RYHUQDQFH�� ,QGXVWU\� DQG� &RXQWU\�)DFWRUV�RQ�(QYLURQPHQWDO�5HSRUWLQJ��6FDQGLQDYLDQ�-RXUQDO�RI�0DQDJHPHQW�����������������+DQG\��&����������%H\RQG�&HUWDLQW\��/RQGRQ��+XWFKLQVRQ�
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+DQG\��&����������7KH�+XQJU\�6SLULW��%H\RQG�&DSLWDOLVP�� $�4XHVW�IRU�3XUSRVH�LQ�WKH�0RGHUQ�:RUOG��/RQGRQ��$UURZ�%RRNV�+DQVRQ��1��5���������3DWWHUQV�RI�'LVFRYHU\��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV��&83��+DUGHUZLMN�� -�� $�� �������� +HW� PLOLHXSUREOHHP� LQ� GH� YHUVODJJHYLQJ�� YHUVODJ� YDQ� HHQ� PLOLHXGHEDW��3DFLROL�-RXUQDDO�����������+DUUH��5����������9DULHWLHV�RI�5HDOLVP��2[IRUG��%DVLO�%ODFNZHOO�+DUW��2����������$Q�(FRQRPLVW¶V�3HUVSHFWLYH�RQ WKH�7KHRU\�RI�WKH�)LUP��&ROXPELD�/DZ�5HYLHZ�������������+DUW�� 2�� DQG� 0RRUH�� -�� �������� 3URSHUW\� ULJKWV� DQG� WKH� QDWXUH� RI� WKH� ILUP�� -RXUQDO� RI� 3ROLWLFDO�(FRQRP\����� ��������+DUWH�*���/HZLV��/��DQG�2ZHQ��'��/���������(WKLFDO�LQYHVWPHQW�DQG�WKH�FRUSRUDWH UHSRUWLQJ�IXQFWLRQ��&ULWLFDO�3HUVSHFWLYHV�RQ�$FFRXQWLQJ��������������+DUWH�� *�� DQG� 2ZHQ�� '�� /�� �������� (QYLURQPHQWDO� GLVFORVXUH� LQ� WKH� DQQXDO� UHSRUWV� RI� %ULWLVK�FRPSDQLHV��D�UHVHDUFK�QRWH��$FFRXQWLQJ�$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO��������������+DUWH� *��DQG�2ZHQ��'��/����������&XUUHQW�WUHQGV�LQ�WKH�UHSRUWLQJ�RI�JUHHQ�LVVXHV�LQ�WKH�DQQXDO�UHSRUWV�RI� 8QLWHG� .LQJGRP� FRPSDQLHV�� LQ� 2ZHQ�� '�/�� �HG���� *UHHQ� 5HSRUWLQJ�� $FFRXQWDQF\� DQG� WKH�&KDOOHQJH�RI�WKH�1LQHWLHV�����������/RQGRQ��&KDSPDQ�DQG�+DOO�+DUYH\��%����������0DQDJLQJ�LQ�WKH�SXEOLF�LQWHUHVW��)RXU�%ULWLVK�FDVH�VWXGLHV��LQ�3UHVWRQ��/�(���HG����5HVHDUFK�LQ�&RUSRUDWH�6RFLDO�3HUIRUPDQFH�DQG�3ROLF\�������������*UHHQZLFK��&7��-$,�3UHVV�+DVVDUG�� -�� �������� 0XOWLSOH� SDUDGLJPV� DQG� RUJDQL]DWLRQDO� DQDO\VLV�� $� FDVH� VWXG\�� 2UJDQL]DWLRQ�6WXGLHV�����������������+DWILHOG��+��5����������$FFRXQWLQJ��1HZ�<RUN��'��$SSOHWRQ�&HQWXU\�&RPSDQ\�+DZNHQ��3����������7KH�(FRORJ\�RI�&RPPHUFH��$�'HFODUDWLRQ�RI�6XVWDLQDELOLW\��1HZ�<RUN��+DUSHU�%XVLQHVV�+DZNHQ�� 3��� /RYLQV�� $�� %�� DQG /RYLQV�� +�� /�� ������� 1DWXUDO� &DSLWDOLVP�� 7KH� 1H[W� ,QGXVWULDO�5HYROXWLRQ��/RQGRQ��(DUWKVFDQ�+DZNHV��7����������6WUXFWXUDOLVP�DQG�6HPLRWLFV��/RQGRQ��0HWKXHQ�+D\HN��)��$����������7KH�7UHQG�LQ�(FRQRPLF�7KLQNLQJ��(FRQRPLFD��������������+D\HN��)��$����������7KH�FRUSRUDWLRQ�LQ�D�GHPRFUDWLF�VRFLHW\��,Q�ZKRVH�LQWHUHVW�RXJKW�LW�DQG�ZLOO�LW�EH�UXQ"��LQ�$QVRII��+��,���HG����%XVLQHVV�6WUDWHJ\��+DUPRQGVZRUWK��0LGGOHVH[��3HQJXLQ�+D\HV��'��&����������$FFRXQWLQJ�IRU�DFFRXQWLQJ��$�VWRU\�DERXW�PDQDJHPHQW�DFFRXQWLQJ��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\���������������+HDOG��0�� ��������0DQDJHPHQW¶V� UHVSRQVLELOLW\� WR� VRFLHW\�� WKH�JURZWK�RI�DQ� LGHD��%XVLQHVV�+LVWRU\�5HYLHZ�������������+HDO\�� 3�� 0�� �������� 7KH� HIIHFW� RI� ERQXV� VFKHPHV� RQ� DFFRXQWLQJ� GHFLVLRQV�� -RXUQDO� RI� /DZ 	�(FRQRPLFV������$SULO���������+HDUG��-��(��DQG�%ROFH��:��-�� ��������7KH�SROLWLFDO�VLJQLILFDQFH�RI�FRUSRUDWH�VRFLDO�UHSRUWLQJ�LQ�WKH�8QLWHG�6WDWHV�RI�$PHULFD��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\���������������+HFNHUPDQ��'��*����������0RWLYDWLQJ�PDQDJHUV�WR�PDNH�LQYHVWPHQW�GHFLVLRQV��-RXUQDO�RI�)LQDQFLDO�(FRQRPLFV����������������+HLVOHU��0��2��DQG�.YDYLN��5��%����������3DWWHUQV�RI�(XURSHDQ�3ROLWLFV��7KH�(XURSHDQ�3ROLW\�0RGHO��LQ� +HLVOHU�� 0�� 2�� �HG���� 3ROLWLFV� LQ� (XURSH�� 6WUXFWXUHV� DQG� 3URFHVVHV� LQ� 6RPH 3RVWLQGXVWULDO�'HPRFUDFLHV��1HZ�<RUN��1<��'DYLG�0F.D\�	�&R���������+HLQ]H�� '�� &�� �������� )LQDQFLDO� FRUUHODWHV� RI� D� VRFLDO� LQYROYHPHQW� PHDVXUH�� $NURQ� %XVLQHVV� DQG�(FRQRPLF�5HYLHZ��������������+HOG��'����������$Q�,QWURGXFWLRQ�WR�&ULWLFDO�7KHRU\��+RUNKHLPHU�WR�+DEHUPDV��/RQGRQ��+XWFKLQVRQ�+HOG��'����������0RGHOV�RI�'HPRFUDF\��6HFRQG�(GLWLRQ��2[IRUG��3ROLW\�3UHVV�
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+HOG��'��DQG�.ULHJHU��-����������7KHRULHV�RI�WKH�VWDWH��6RPH�FRPSHWLQJ�FODLPV��LQ�%RUQVWHLQ��6���+HOG��'��DQG�.ULHJHU��-��HGV����7KH�6WDWH�LQ�&DSLWDOLVW�(XURSH��/RQGRQ��$OOHQ�DQG�8QZLQ��5HYLVHG�DQG�UHSULQWHG� LQ� +HOG�� '�� ������� �HG����3ROLWLFDO� 7KHRU\� DQG� WKH�0RGHUQ� 6WDWH�� &DPEULGJH�� 3ROLW\�3UHVV�+HPSHO��&��*����������$VSHFWV�RI�6FLHQWLILF�([SODQDWLRQ��1HZ�<RUN��7KH�)UHH�3UHVV�+HPSHO��&��*�� ��������/RJLFDO�SRVLWLYLVP�DQG� WKH�VRFLDO� VFLHQFHV�� LQ�$FKLQVWHLQ��3��DQG�%DUNHU��6���HGV����7KH�/HJDF\�RI�/RJLFDO�3RVLWLYLVP�����������%DOWLPRUH��0'��-RKQV�+RSNLQV�3UHVV�+HQGHUVRQ��+��'����������6XSSO\�DQG�'HPDQG��1HZ�<RUN��+DUFRXUW�%UDFH�DQG�&R�+HQGHUVRQ��5� ��������(XURSHDQ�)LQDQFH��0DLGHQKHDG��0F*UDZ�+LOO�+HQGULNVHQ��(��6����������$FFRXQWLQJ�7KHRU\��)RXUWK�(GLWLRQ��+RPHZRRG��,OOLQRLV��5LFKDUG�'��,UZLQ�+HQULTXHV��$����������&LYLO�VRFLHW\�DQG�VRFLDO�DXGLWLQJ��%XVLQHVV�(WKLFV��$�(XURSHDQ�5HYLHZ���������������+HSZRUWK��6��5����������6PRRWKLQJ�3HULRGLF�,QFRPH��7KH�$FFRXQWLQJ�5HYLHZ���������������+HU�0DMHVW\¶V�6WDWLRQHU\�2IILFH� �+062�� ��������7KH�)XWXUH�RI�&RPSDQ\�5HSRUWV��$�&RQVXOWDWLYH�'RFXPHQW �&PQG���������SUHVHQWHG�WR�WKH�8.�3DUOLDPHQW�E\�WKH�6HFUHWDU\�RI 6WDWH�IRU�7UDGH�E\�&RPPDQG�RI�+HU�0DMHVW\��-XO\���������/RQGRQ��+062�+HUPDQ��(��6���������&RUSRUDWH�&RQWURO��&RUSRUDWH�3RZHU��&DPEULGJH��7KH�7ZHQWLHWK�&HQWXU\�)XQG�3UHVV�6\QGLFDWH�+HUZLW]��'��5�� ��������7KH�5LJKW� WR�.QRZ�� LQ�&UDPHU�� -�� -��DQG�6RUWHU��*� +���HGV����2EMHFWLYHV�RI�)LQDQFLDO�6WDWHPHQWV��9ROXPH����6HOHFWHG�3DSHUV� 1HZ�<RUN��$,&3$�+HWKHULQJWRQ�� -��$��&�� ��������&RUSRUDWH�VRFLDO� UHVSRQVLELOLW\��VWDNHKROGHUV�DQG� WKH� ODZ�� -RXUQDO�RI�&RQWHPSRUDU\�%XVLQHVV��:LQWHU��������+H\GHEUDQG��:����������2UJDQL]DWLRQDO�&RQWUDGLFWLRQV�LQ�3XEOLF�%XUHDXFUDFLHV��7RZDUGV�D�0DU[LDQ�7KHRU\� RI� 2UJDQL]DWLRQV�� LQ� %HQVRQ�� -�� .�� �HG���� 2UJDQL]DWLRQDO� $QDO\VLV�� &ULWLTXH� DQG�,QQRYDWLRQ��%HYHUO\�+LOOV��&$��6DJH���������+LEELWW�� &�� �������� *UHHQ� UHSRUWLQJ�� ,W¶V� WLPH� WKH� 8. SURIHVVLRQ� UHVSRQGHG�� $FFRXQWDQF\�� �����2FWREHU���������+LEELWW�� &�� �������� ³7KH� &RUSRUDWH� 5HSRUW´� ± &RPPHQW�� (QYLURQPHQWDO� $FFRXQWLQJ� 	� $XGLWLQJ�5HSRUWHU��������)HEUXDU\������+LEELWW��&�� ��������6HDUFKLQJ� IRU� WKH�/LRQ
V� WUDFNV�QRW� WKH�/LRQ� � $�FRPPHQWDU\�RQ�*5,�([SRVXUH�'UDIW��6XVWDLQDELOLW\�5HSRUWLQJ�*XLGHOLQHV��/LPSHUJ�,QVWLWXXW��$PVWHUGDP��'HFHPEHU�+LEELWW��&�� ��������³(FRQRPLF�*URZWK�DQG�6XVWDLQDEOH�'HYHORSPHQW��&DQ�:H�+DYH�2XU�&DNH�DQG�(DW�,W"´�$FFRXQWLQJ�	�6XVWDLQDELOLW\�H�1HZVOHWWHU�����$XJXVW�+LEELWW��&��DQG�%ORNGLMN��+���HGV�����������(QYLURQPHQWDO�$FFRXQWLQJ�DQG�6XVWDLQDEOH�'HYHORSPHQW��7KH�)LQDO�5HSRUW��$PVWHUGDP��/LPSHUJ�,QVWLWXXW�+LEELWW�� &�� DQG�.DPS�5RHODQGV��1�� ��������3UXGHQWO\� 3URWHFWLQJ�3URILWV"� 7KH� �0LOG��*UHHQLQJ� RI�*OREDO� &RUSRUDWH�0DQDJHPHQW�� $� 6XUYH\� RI� WKH� VWDWH� RI� WKH� DUW� RI� &RUSRUDWH� (QYLURQPHQWDO�0DQDJHPHQW�ZLWKLQ�(XURSH¶V�7RS�&RPSDQLHV��$PVWHUGDP��5R\DO�1,95$�+LEELWW��&��DQG�.DPS�5RHODQGV��1�������D���7KH�*UHHQLQJ�RI�WKH�*OREDOV��$�6WXG\�RI�WKH�VWDWH�RI�WKH�DUW� RI� FRUSRUDWH HQYLURQPHQWDO�PDQDJHPHQW� DPRQJVW� (XURSH¶V� 7RS�&RPSDQLHV�� )RFXV� 6HULHV��1R�����$PVWHUGDP��5R\DO�1,95$�+LEELWW�� &�� -�� DQG� .DPS�5RHODQGV�� 1�� �����E��� 2UJDQL]DWLRQDO� DFFRXQWDELOLW\� DPRQJVW� (XURSH¶V�ODUJHVW�FRPSDQLHV��6WDNHKROGHU�GHPRFUDF\�RU�FRUSRUDWH�VSLQ" /LPSHUJ�,QVWLWXXW�:RUNLQJ�3DSHU��$PVWHUGDP��/LPSHUJ�,QVWLWXXW�+LEELWW�� &�� -�� DQG� 8UVHP��0�� �������� ,QWHUSUHWDWLRQ� RI� WUHQGV� LQ�'XWFK� DQG�8.�&(5� �������������/LPSHUJ�,QVWLWXXW�8QSXEOLVKHG�:RUNLQJ�3DSHU����-XO\�������$PVWHUGDP��/LPSHUJ�,QVWLWXXW�+LFNV�� -��5�� ��������0U��.H\QHV�DQG� WKH�³&ODVVLFV´� ± $�VXJJHVWHG� LQWHUSUHWDWLRQ��(FRQRPHWULFD������������+LFNV��-��5����������9DOXH�DQG�&DSLWDO �QG�(GLWLRQ��2[IRUG��&ODUHQGRQ�3UHVV�
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+LFNV�� -�� DQG� $OOHQ�� 5�� *�� '�� �������� $� UHFRQVLGHUDWLRQ� RI� WKH� WKHRU\� RI� YDOXH�� 3DUWV� ,� DQG� ,,��(FRQRPLFD�����������)HEUXDU\��DQG����������0D\��+LOO�� &��:�� DQG� -RQHV�� 7��0�� �������� 6WDNHKROGHU�DJHQF\� WKHRU\�� -RXUQDO� RI�0DQDJHPHQW� 6WXGLHV����������������+LOODU\�� 5�� �������� 7KH� (FR�PDQDJHPHQW� DQG� $XGLW� 6FKHPH�� $� 3UDFWLFDO� *XLGH�� /HWFKZRUWK��7HFKQLFDO�&RPPXQLFDWLRQV��3XEOLVKLQJ���/WG�+LQHV��$����������7KH�:LGHU�,VVXHV��&HUWLILHG�$FFRXQWDQW��$SULO��������+LQHV�� 5��'�� �������� 7KH� XVHIXOQHVV� RI� DQQXDO� UHSRUWV�� 7KH� DQRPDO\� EHWZHHQ� WKH� HIILFLHQW�PDUNHW�K\SRWKHVLV�DQG�VKDUHKROGHU�VXUYH\V��$FFRXQWLQJ�DQG�%XVLQHVV�5HVHDUFK����� ��������+LQHV��5��'����������7KH�LPSOLFDWLRQV�RI�VWRFN�PDUNHW�UHDFWLRQ��QRQ�UHDFWLRQ��IRU�ILQDQFLDO�DFFRXQWLQJ�VWDQGDUG�VHWWLQJ��$FFRXQWLQJ�DQG�%XVLQHVV�5HVHDUFK����������:LQWHU�������+LQHV�� 5�� '�� �����D��� )LQDQFLDO� DFFRXQWLQJ�� ,Q� FRPPXQLFDWLQJ� UHDOLW\� ZH� FRQVWUXFW� UHDOLW\��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\���������������+LQHV��5��'�������E���3RSSHU¶V�PHWKRGRORJ\�RI�IDOVLILFDWLRQ�DQG�DFFRXQWLQJ�UHVHDUFK��7KH�$FFRXQWLQJ�5HYLHZ�������������+LQHV�� 5�� '�� �������� 7KH� VRFLR�SROLWLFDO� SDUDGLJP� LQ� ILQDQFLDO� DFFRXQWLQJ� UHVHDUFK�� $FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO��������������+LQHV��5��'����������$FFRXQWLQJ�IRU�QDWXUH� $FFRXQWLQJ�$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO���������������+LUVFK��3���0LFKDHOV��6���DQG�)ULHGPDQ��5����������µ'LUW\�KDQGV¶�YHUVXV�µFOHDQ�PRGHOV¶��,V�VRFLRORJ\�LQ�GDQJHU�RI�EHLQJ�VHGXFHG�E\�HFRQRPLFV"�7KHRU\�DQG�6RFLHW\�������������+¡HJ��3����������7KH�:RPDQ�	�WKH�$SH��/RQGRQ��+DUYLOO�3UHVV�+RIVWHGH��*����������&XOWXUH¶V�&RQVHTXHQFHV��%HYHUO\�+LOOV��&$��6DJH�+RIVWHGH�� *�� �������� &XOWXUHV� DQG� 2UJDQL]DWLRQV�� 6RIWZDUH� RI� WKH� 0LQG�� 1HZ� <RUN�� 1HZ� <RUN��0DF*UDZ�+LOO�+RJQHU�� 5�� +�� �������� &RUSRUDWH� VRFLDO� UHSRUWLQJ�� (LJKW� GHFDGHV� RI� GHYHORSPHQW� DW� 86� 6WHHO�� LQ�3UHVWRQ�� /�� (�� �HG���� 5HVHDUFK� LQ� &RUSRUDWH� 6RFLDO� 3HUIRUPDQFH� DQG� 3ROLF\�� �� ��������*UHHQZLFK��&7��-$,�3UHVV�+ROOLGD\��&��2��-U���6FKPLGKHLQ\��6��DQG�:DWWV��3����������:DONLQJ�WKH�WDON��7KH�%XVLQHVV�&DVH�IRU�6XVWDLQDEOH�'HYHORSPHQW��6KHIILHOG��*UHHQOHDI�3XEOLVKLQJ�+ROPHV��6��/����������&RUSRUDWH�VRFLDO�SHUIRUPDQFH��3DVW�DQG�SUHVHQW�DUHDV�RI�FRPPLWPHQW��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ������������+ROPVWURP��%����������0RUDO�KD]DUG�DQG�REVHUYDELOLW\��%HOO�-RXUQDO�RI�(FRQRPLFV������6SULQJ��������+ROPVWURP��%����������0RUDO�KD]DUG�LQ�WHDPV��%HOO�-RXUQDO�RI�(FRQRPLFV����� ���������+ROPVWURP��%��DQG�7LUROH��-����������7KH�7KHRU\�RI�WKH�)LUP��LQ�6FKDOHQVHH��5��DQG�:LOOLJ��5���HGV����7KH�+DQGERRN�RI�,QGXVWULDO�2UJDQL]DWLRQ��$PVWHUGDP��1RUWK�+ROODQG�+ROVWL��2��5�� ��������&RQWHQW�$QDO\VLV� IRU� WKH� 6RFLDO� 6FLHQFHV� DQG�+XPDQLWLHV�� /RQGRQ��$GGLVRQ�:HVOH\�+ROWKDXVHQ��5��:����������(YLGHQFH�RI�WKH�HIIHFW�RI�ERQG�FRYHQDQWV�DQG�PDQDJHPHQW�FRPSHQVDWLRQ�FRQWUDFWV� RQ� WKH� FKRLFH� RI� DFFRXQWLQJ� WHFKQLTXHV�� 7KH� FDVH� RI� WKH� GHSUHFLDWLRQ� VZLWFK�EDFN��-RXUQDO�RI�$FFRXQWLQJ�DQG�(FRQRPLFV��0DUFK�����0DUFK���������+ROWKDXVHQ��5��:����������$FFRXQWLQJ�PHWKRG�FKRLFH��RSSRUWXQLVWLF�EHKDYLRXU��HIILFLHQW�FRQWUDFWLQJ�DQG�LQIRUPDWLRQ�SHUVSHFWLYHV��-RXUQDO�RI�$FFRXQWLQJ�	�(FRQRPLFV�������������+ROWKDXVHQ��5��:��DQG�/HIWZLFK��5��:����������7KH�HFRQRPLF�FRQVHTXHQFHV�RI�DFFRXQWLQJ�FKRLFH��,PSOLFDWLRQV�RI�FRVWO\�FRQWUDFWLQJ�DQG�PRQLWRULQJ��-RXUQDO�RI�$FFRXQWLQJ�	�(FRQRPLFV���������������+RQJ��+��.DSODQ��5��6��DQG�0DQGHONHU��*����������3RROLQJ�YV��SXUFKDVH��WKH�HIIHFWV�RI�DFFRXQWLQJ�IRU�PHUJHUV�RQ�VWRFN�SULFHV��7KH�$FFRXQWLQJ�5HYLHZ���������������
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+RRJHQGRRUQ��0��1��DQG�0HUWHQV��*��0��+����������.ZDOLWHLW�YDQ�GH�H[WHUQH�ILQDQFLsOH�YHUVODJJHYLQJ�LQ�1HGHUODQG��$PVWHUGDP��.OXZHU�/LPSHUJ�,QVWLWXXW�5HHNV�+RRJKLHPVWUD��5����������&RUSRUDWH�FRPPXQLFDWLRQ�DQG�LPSUHVVLRQ�PDQDJHPHQW�± QHZ�SHUVSHFWLYHV�ZK\�FRPSDQLHV�HQJDJH�LQ�FRUSRUDWH�VRFLDO�UHSRUWLQJ��-RXUQDO�RI�%XVLQHVV�(WKLFV������������+RSSHU��7��DQG�3RZHOO��$����������0DNLQJ�VHQVH�RI�UHVHDUFK�LQWR�WKH�RUJDQL]DWLRQDO�DQG�VRFLDO�DVSHFWV�RI� PDQDJHPHQW� DFFRXQWLQJ�� $� UHYLHZ� RI� LWV� XQGHUO\LQJ� DVVXPSWLRQV�� -RXUQDO� RI� 0DQDJHPHQW�6WXGLHV� ������� ���������5HSULQWHG� LQ�%HONDRXL��$�� �������� ,QTXLU\�DQG�$FFRXQWLQJ��1HZ�<RUN��1<��4XRUXP�%RRNV���������+RSZRRG��$��*����������$FFRXQWLQJ�DQG�+XPDQ�%HKDYLRXU��/RQGRQ��$FFRXQWDQF\�$JH�%RRNV�+RSZRRG�� $�� *�� �������� 2Q� WU\LQJ� WR� VWXG\� DFFRXQWLQJ� LQ� WKH� FRQWH[WV� LQ� ZKLFK� LW� RSHUDWHV��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\�������������������+RSZRRG�� $�� *�� �������� 7KH� DUFKDHRORJ\� RI� DFFRXQWLQJ� V\VWHPV�� $FFRXQWLQJ�� 2UJDQL]DWLRQV� DQG�6RFLHW\�����������������+RSZRRG�� $�� *�� DQG� 6FKUHXGHU�� +�� �HGV���� (XURSHDQ� &RQWULEXWLRQV� WR� $FFRXQWLQJ� 5HVHDUFK�� 7KH�$FKLHYHPHQWV�RI�WKH�/DVW�'HFDGH��$PVWHUGDP��)UHH�8QLYHUVLW\�3UHVV�������+RUQJUHQ��&��7�� ��������&RVW�$FFRXQWLQJ��$�0DQDJHULDO�(PSKDVLV��(QJOHZRRG�&OLIIV��1-��3UHQWLFH�+DOO�+RVNLQ��.��:��DQG�0DFYH��5��+����������7KH�JHQHVLV�RI�DFFRXQWDELOLW\��WKH�:HVWSRLQW�FRQQHFWLRQV��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\���������������+RXOGLQ��0�� ��������([WHUQDO�5HODWLRQV�� LQ�*UD\��5��DQG�%HEELQJWRQ�� -�� ��������$FFRXQWLQJ� IRU� WKH�(QYLURQPHQW��6HFRQG�(GLWLRQ��/RQGRQ��6DJH�3XEOLFDWLRQV�+RZHV��5����������$FFRXQWLQJ�IRU�HQYLURQPHQWDOO\�VXVWDLQDEOH�SURILWV��0DQDJHPHQW�$FFRXQWLQJ�����-DQXDU\��������+RZHV�� 5�� �������� &RUSRUDWH� (QYLURQPHQWDO� $FFRXQWLQJ�� $FFRXQWLQJ� IRU� (QYLURQPHQWDOO\�6XVWDLQDEOH�3URILWV��LQ�*UHHQLQJ�WKH�$FFRXQWV� 3URRSV��-��DQG�6LPRQ��6���HGV����/RQGRQ��(GZDUG�(OJDU�3XEOLVKHUV�+XJKHV��0��$��DQG�*DUUHWW��'��(����������,QWHUFRGHU�UHOLDELOLW\�HVWLPDWLRQ�DSSURDFKHV�LQ�PDUNHWLQJ��$�JHQHUDOL]DELOLW\�WKHRU\�IUDPHZRUN�IRU�TXDQWLWDWLYH�GDWD��-RXUQDO�RI�0DUNHWLQJ�5HVHDUFK������0D\���������+XQW��+��*��DQG�+RJOHU��5��/����������&RUSRUDWH�RZQHUVKLS�DQG�DFFRXQWLQJ�FKRLFH��$�FULWLFDO�DQDO\VLV��&ULWLFDO�3HUVSHFWLYHV�RQ�$FFRXQWLQJ��������������+XVH�� 0�� DQG� (LGH�� '�� �������� 6WDNHKROGHU� PDQDJHPHQW� DQG� WKH� DYRLGDQFH� RI� FRUSRUDWH� FRQWURO��%XVLQHVV�DQG�6RFLHW\����������������+XWWRQ��:����������7KH�6WDWH�:H¶UH�,Q��/RQGRQ��-RQDWKRQ�&DSH�+XL]LQJ��$��DQG�'HNNHU��+��&�� ��������+HOSLQJ� WR�SXOO�RXU�SODQHW�RXW RI� WKH�UHG��DQ�HQYLURQPHQWDO�UHSRUW�RI�%62�2ULJLQ� $FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\����������������+XPPHOV��+�� ��������2UJDQL]LQJ� HWKLFV��$� VWDNHKROGHU�GHEDWH�� -RXUQDO�RI�%XVLQHVV�(WKLFV�� ����������������+XUVW�� -��:�� ��������7KH�/HJLWLPDF\� RI� WKH�%XVLQHVV�&RUSRUDWLRQ� LQ� WKH�/DZ�RI� WKH�8QLWHG�6WDWHV�������������&KDUORWWHVYLOOH��9$��7KH�8QLYHUVLW\�RI�9LUJLQLD�3UHVV�+XWWRQ��:����������7KH�6WDWH�:H¶UH�,Q��/RQGRQ��-RQDWKRQ�&DSH��+ZDQJ��/��DQG�.LP��<��2����������'RHV�WKH�RZQHUVKLS�VWUXFWXUH�RI�GHEW�DQG�HTXLW\�DIIHFW�WKH�DJHQF\�FRVWV�RI�GHEW"�-DSDQHVH�HYLGHQFH��-RXUQDO�RI�$FFRXQWLQJ��$XGLWLQJ�	�)LQDQFH���������������,QFH��'�� DQG�*LIIRUG�*LIIRUG��0�� ��������&XUUHQW�DQG� IXWXUH�GHYHORSPHQWV� LQ�HQYLURQPHQWDO�SROLF\�DQG� HQYLURQPHQWDO� UHSRUWLQJ�� LQ� +LEELWW�� &� �HG���� (QYLURQPHQWDO� $FFRXQWLQJ� DQG� 6XVWDLQDEOH�'HYHORSPHQW��9ROXPH�,,�'LVFORVXUH�	�5HSRUWLQJ��$PVWHUGDP��/LPSHUJ�,QVWLWXXW�,MLUL�� <�� �������� 7KH� )RXQGDWLRQV� RI� $FFRXQWLQJ� 0HDVXUHPHQW�� $� 0DWKHPDWLFDO�� (FRQRPLF� DQG�%HKDYLRXUDO�,QTXLU\��(QJOHZRRG�&OLIIV��1HZ�-HUVH\��3UHQWLFH�+DOO�
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,MLUL�� <�� �������� 7KHRU\� RI� $FFRXQWLQJ�0HDVXUHPHQW�� LQ� 6WXGLHV� LQ� $FFRXQWLQJ� 5HVHDUFK�� 1R�� ���6DUDVRWD��)ORULGD��$PHULFDQ�$FFRXQWLQJ�$VVRFLDWLRQ��$$$��,MLUL�� <�� �������� +LVWRULFDO� FRVW� DFFRXQWLQJ� DQG� LWV� UDWLRQDOLW\��&*$�&DQDGD� 5HVHDUFK� )RXQGDWLRQ�0RQRJUDSK�1R��� 9DQFRXYHU��&DQDGD��&*$�&DQDGD�,QGXVWULDO�6RFLHW\���������(PSRZHUPHQW��0DQDJLQJ�%HVW�3UDFWLFH����/RQGRQ��,QGXVWULDO�6RFLHW\�µ,QGXVWU\�5DWHV�,WVHOI¶���������%XVLQHVV�DQG�6RFLHW\�5HYLHZ����������,QJUDP��5��:�� ��������$Q� LQYHVWLJDWLRQ�RI� WKH� LQIRUPDWLRQ�FRQWHQW�RI� �FHUWDLQ��VRFLDO� UHVSRQVLELOLW\�GLVFORVXUH��-RXUQDO�RI�$FFRXQWLQJ�5HVHDUFK����������������,QJUDP� 5�� :�� DQG� )UD]LHU�� .�� %�� �������� (QYLURQPHQWDO� SHUIRUPDQFH� DQG� FRUSRUDWH� GLVFORVXUHV��-RXUQDO�RI�$FFRXQWLQJ�5HVHDUFK����������������,QWHUQDWLRQDO�$FFRXQWLQJ�6WDQGDUGV�%RDUG��,$6%����������([SRVXUH�'UDIW�RI�D�3URSRVHG�3UHIDFH�WR�,QWHUQDWLRQDO�)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV��/RQGRQ��,$6&�,QWHUQDWLRQDO�$FFRXQWLQJ�6WDQGDUGV�&RPPLWWHH��,$6&����������3UHIDFH�WR�6WDWHPHQWV�RI�,QWHUQDWLRQDO�$FFRXQWLQJ�6WDQGDUGV��/RQGRQ��,$6&�,QWHUQDWLRQDO�$FFRXQWLQJ�6WDQGDUGV�&RPPLWWHH��,$6&����������)UDPHZRUN�IRU�WKH�3UHSDUDWLRQ�DQG�3UHVHQWDWLRQ�RI�)LQDQFLDO�6WDWHPHQWV��/RQGRQ��,$6&�,QWHUQDWLRQDO�$FFRXQWLQJ�6WDQGDUGV�&RPPLWWHH� �,$6&�� �����D��� ,QWHUQDWLRQDO�$FFRXQWLQJ�6WDQGDUG��,$6�����,PSDLUPHQW�RI�$VVHWV��/RQGRQ��,$6&�,QWHUQDWLRQDO�$FFRXQWLQJ�6WDQGDUGV�&RPPLWWHH� �,$6&�� �����E��� ,QWHUQDWLRQDO�$FFRXQWLQJ�6WDQGDUG��,$6�����3URYLVLRQV��&RQWLQJHQW�/LDELOLWLHV�DQG�&RQWLQJHQW�$VVHWV��/RQGRQ��,$6&�,QWHUQDWLRQDO�$FFRXQWLQJ� 6WDQGDUGV�&RPPLWWHH� �,$6&�� �����F�� ,QWHUQDWLRQDO� $FFRXQWLQJ� 6WDQGDUG��,$6�����,QWDQJLEOH�$VVHWV��/RQGRQ��,$6&�,QWHUQDWLRQDO� $XGLWLQJ� 3UDFWLFHV� &RPPLWWHH� �,$3&�� �������� 7KH� $XGLW� 3URIHVVLRQ� DQG� WKH�(QYLURQPHQW��$�'LVFXVVLRQ�3DSHU��1HZ�<RUN��,)$&�,QWHUQDWLRQDO� $XGLWLQJ� 3UDFWLFHV� &RPPLWWHH� �,$3&�� �������� ,QWHUQDWLRQDO� $XGLWLQJ� 3UDFWLFHV�6WDWHPHQW� ����� 7KH� &RQVLGHUDWLRQ� RI� (QYLURQPHQWDO� 0DWWHUV� LQ� WKH� $XGLW� RI� )LQDQFLDO�6WDWHPHQWV��1HZ�<RUN��,)$&�,QWHUQDWLRQDO� $XGLWLQJ� 3UDFWLFHV� &RPPLWWHH� �,$3&�� �������� ,QWHUQDWLRQDO� 6WDQGDUG� RQ� $VVXUDQFH�(QJDJHPHQWV��,6$(������$VVXUDQFH�(QJDJHPHQWV��1HZ�<RUN��,)$&�,QWHUQDWLRQDO�)HGHUDWLRQ�RI�$FFRXQWDQWV���������(QYLURQPHQWDO�0DQDJHPHQW�RQ�2UJDQL]DWLRQV��7KH�UROH�RI�0DQDJHPHQW�$FFRXQWLQJ��6WXG\�1R����0DUFK��1HZ�<RUN��,)$&�,QWHUQDWLRQDO�6WDQGDUGV�2UJDQL]DWLRQ��,62����������,62��������(QYLURQPHQWDO�PDQDJHPHQW�V\VWHPV�±6SHFLILFDWLRQ�ZLWK�JXLGDQFH�IRU�XVH��*HQHYD��,62�,QVWLWXWH�RI�&KDUWHUHG�$FFRXQWDQWV�LQ�$XVWUDOLD��,&$$����������&RUSRUDWH�5HSRUWLQJ��7KH�*UHHQ�*DS��(QYLURQPHQWDO�$FFRXQWLQJ�7DVN�)RUFH��6\GQH\��,&$$�,QVWLWXWH�RI�&KDUWHUHG�$FFRXQWDQWV�LQ�$XVWUDOLD��,&$$����������7KH�,PSDFW�RI�(QYLURQPHQWDO�0DWWHUV�RQ�WKH�$FFRXQWDQF\�3URIHVVLRQ��(QYLURQPHQWDO�$FFRXQWLQJ�7DVN�)RUFH��6\GQH\��,&$$�,QVWLWXWH� RI� &KDUWHUHG� $FFRXQWDQWV� LQ� (QJODQG� DQG� :DOHV� �������� )LQDQFLDO� 5HSRUWLQJ� RI�(QYLURQPHQWDO�/LDELOLWLHV��$�'LVFXVVLRQ�3DSHU��/RQGRQ��,&$(:�,QVWLWXWH�RI�&KDUWHUHG�$FFRXQWDQWV�LQ�(QJODQG�DQG�:DOHV��,&$(:����������(QYLURQPHQWDO�LVVXHV�LQ�ILQDQFLDO�UHSRUWLQJ��/RQGRQ��,&$(:�,QVWLWXWH�RI�6RFLDO�DQG�(WKLFDO�$FFRXQWDELOLW\��,6($����������$FFRXQWDELOLW\������6WDQGDUG�� %XLOGLQJ�$FFRXQWDELOLW\�DQG�7UXVW��$$�������/RQGRQ��,6($�-DFNVRQ��3��0����������7KH�3ROLWLFDO�(FRQRP\�RI�%XUHDXFUDF\��2[IRUG��3KLOLS�$OODQ�-DFNVRQ��5�DQG�2ZHQ��'����������(QYLURQPHQWDO�UHSRUWLQJ�DQG�WKH�PHGLXP�VL]HG�FRPSDQ\��/RQGRQ��$&&$�-DJJL� %�� �������� $Q� DQDO\VLV� RI� FRUSRUDWH� VRFLDO� UHSRUWLQJ� LQ� *HUPDQ\�� ,QWHUQDWLRQDO� -RXUQDO� RI�$FFRXQWLQJ�(GXFDWLRQ�DQG�5HVHDUFK���������������
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-DJJL��%��DQG�)UHHGPDQ��0����������$Q�DQDO\VLV�RI�WKH�LQIRUPDWLRQ�FRQWHQW�RI�SROOXWLRQ�GLVFORVXUHV��7KH�)LQDQFLDO�5HYLHZ����������������-DJJL�� %�� DQG� )UHHGPDQ��0�� �������� $Q� DQDO\VLV� RI� WKH� LPSDFW� RI� FRUSRUDWH� SROOXWLRQ� GLVFORVXUHV�LQFOXGHG� LQ� DQQXDO� ILQDQFLDO� VWDWHPHQWV� RQ� LQYHVWRUV¶� GHFLVLRQV�� $GYDQFHV� LQ� 3XEOLF� ,QWHUHVW�$FFRXQWLQJ���� ��������-DJJL��%��DQG�=KDR��5���������(QYLURQPHQWDO�SHUIRUPDQFH�DQG�UHSRUWLQJ��3HUFHSWLRQV�RI�PDQDJHUV�DQG�DFFRXQWLQJ�SURIHVVLRQDOV�LQ�+RQJ�.RQJ��,QWHUQDWLRQDO�-RXUQDO�RI�$FFRXQWLQJ����������������-DVFK�� &�� �������� (QYLURQPHQWDO� LQIRUPDWLRQ� V\VWHPV� LQ� $XVWULD�� 6RFLDO� DQG� (QYLURQPHQWDO�$FFRXQWLQJ�������������-DZDKDU�� ,�� 0�� DQG� 0F/DXJKOLQ�� *�� /�� �������� 7RZDUG� D� GHVFULSWLYH� VWDNHKROGHU� WKHRU\�� $Q�RUJDQL]DWLRQDO�OLIH�F\FOH�DSSURDFK��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ����������������-HQVHQ��0��&����������5HIOHFWLRQV�RQ�WKH�6WDWH�RI�WKH�$UW�RI�$FFRXQWLQJ�5HVHDUFK�DQG�WKH�5HJXODWLRQ�RI� $FFRXQWLQJ�� 6WDQIRUG� /HFWXUHV� LQ� $FFRXQWLQJ�� 6WDQIRUG�� &RQQHFWLFXW�� *UDGXDWH� 6FKRRO� RI�%XVLQHVV��6WDQIRUG�8QLYHUVLW\��������-HQVHQ��0��&����������2UJDQL]DWLRQ�WKHRU\�DQG�PHWKRGRORJ\��7KH�$FFRXQWLQJ�5HYLHZ������� �$SULO�����������-HQVHQ��0��&����������9DOXH�PD[LPL]DWLRQ��VWDNHKROGHU�WKHRU\��DQG�WKH�FRUSRUDWH�REMHFWLYH�IXQFWLRQ��-RXUQDO�RI�$SSOLHG�&RUSRUDWH�)LQDQFH��������������-HQVHQ��0��&��DQG�0HFNOLQJ��:��+����������7KHRU\�RI�WKH�ILUP��PDQDJHULDO�EHKDYLRXU��DJHQF\�FRVWV��DQG�RZQHUVKLS�VWUXFWXUH��-RXUQDO�RI�)LQDQFLDO�(FRQRPLFV������������-HQVHQ��0��&��DQG�0HFNOLQJ��:��+����������&DQ�WKH�FRUSRUDWLRQ�VXUYLYH"�)LQDQFLDO�$QDO\VWV¶�-RXUQDO�������� �������-RKQVRQ�� +�� /�� �������� 'LVFORVXUH� RI� &RUSRUDWH� 6RFLDO� 3HUIRUPDQFH�� 6XUYH\�� (YDOXDWLRQ�� DQG�3URVSHFWV��1HZ�<RUN��1<��3UDHJHU�-RKQVRQ��/��7����������5HVHDUFK�RQ�HQYLURQPHQWDO�UHSRUWLQJ��$FFRXQWLQJ�+RUL]RQV����������������-RKQVRQ��:�� �������� )UHHGRP�DQG�SKLODQWKURS\�� DQ� LQWHUYLHZ�ZLWK�0LOWRQ�)ULHGPDQ��%XVLQHVV�DQG�6RFLHW\�5HYLHZ������)DOO��������-RKQVRQ��*��DQG�6FKROHV��.���������([SORULQJ�&RUSRUDWH�6WUDWHJ\��+HPHO�+HPSVWHDG��3UHQWLFH�+DOO�-RKQVWRQ��3��DQG�*LOO��-����������0DQDJHPHQW�&RQWURO�DQG�2UJDQL]DWLRQDO�%HKDYLRXU��/RQGRQ��3DXO�&KDSPDQ�-RQHV�� &�� �������� &RUSRUDWH� VRFLDO� DFFRXQWLQJ� DQG� WKH� FDSLWDOLVW� HQWHUSULVH�� LQ� &RRSHU�� '�� -�� DQG�+RSSHU��7��0���HGV���&ULWLFDO�$FFRXQWV����������%DVLQJVWRNH��0DFPLOODQ�-RQHV�� -�� �������� (DUQLQJV�PDQDJHPHQW� GXULQJ� LPSRUW� UHOLHI� LQYHVWLJDWLRQV�� -RXUQDO� RI� $FFRXQWLQJ�5HVHDUFK��������������-RQHV��-����������,QVWUXPHQWDO�VWDNHKROGHU�WKHRU\��$�V\QWKHVLV�RI�HWKLFV�DQG�HFRQRPLFV��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ�������������-RQHV�� -���5D\EXUQ�� -�� DQG�/HQZD\��6�� ��������$Q� LQYHVWLJDWLRQ�RI� WKH�EHKDYLRXU�RI� DFFUXDOV� LQ� WKH�VHPLFRQGXFWRU�LQGXVWU\��������&RQWHPSRUDU\�$FFRXQWLQJ�5HVHDUFK�����)DOO���������-RQHV��.�� �������� 6WXG\� RQ� (QYLURQPHQWDO� 5HSRUWLQJ� E\� &RPSDQLHV�� %UXVVHOV�� &RPPLVVLRQ� RI� WKH(XURSHDQ� &RPPXQLWLHV�� '*� (QYLURQPHQW�� 6XQGHUODQG�� 8.�� &HQWUH� IRU� (QYLURQPHQWDO�,QIRUPDWLFV�� 8QLYHUVLW\� RI� 6XQGHUODQG�� 8.��KWWS���HXURSD�HX�LQW�FRPP�HQYLURQPHQW�HQYHFR�VWXGLHV��KWP���-RQHV��5��&����������7KH�(IIHFWV�RI�3ULFH�/HYHO�&KDQJHV��6DUDVRWD��)ORULGD��$$$�-RQHV�� 7�� 0�� �������� &RUSRUDWH� VRFLDO� UHVSRQVLELOLW\� UHYLVLWHG�� UHGHILQHG�� &DOLIRUQLD� 0DQDJHPHQW�5HYLHZ���������������-RQHV��7��0����������$Q�LQWHJUDWLQJ�IUDPHZRUN�IRU�UHVHDUFK�LQ�%XVLQHVV�DQG�6RFLHW\��$�VWHS�WRZDUG�WKH�HOXVLYH�SDUDGLJP"�$FDGHP\�RI�0DQDJHPHQW�5HYLHZ FRUUHFW�UHIHUHQFH"-RQHV��7��0����������(VVD\�RQ�WKH�7RURQWR�FRQIHUHQFH��%XVLQHVV�DQG�6RFLHW\�������� �������
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-RQHV��7��0����������,QVWUXPHQWDO�VWDNHKROGHU�WKHRU\��$�V\QWKHVLV�RI�HWKLFV�DQG�HFRQRPLFV��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ����� �������-RQHV�� 7�� 0�� DQG�:LFNV�� $�� &�� �������� &RQYHUJHQW� VWDNHKROGHU� WKHRU\�� $FDGHP\� RI� 0DQDJHPHQW�5HYLHZ����������������-|QVVRQ�� 6�� �������� $FFRXQWLQJ� DQG� WKH� HQYLURQPHQW� �� D� FDOO� IRU� LQFUHDVHG� HIIRUWV�� $� QRWH�� SDSHU�SUHVHQWHG� DW� WKH� (QYLURQPHQWDO� 0DQDJHPHQW� $FFRXQWLQJ� DQG� $XGLWLQJ� �(0$$�� FRQIHUHQFH��/HHXZHQKRUVW�&RQJUHVV�&HQWUH��1RRUGZLMNHUKRXW��WKH�1HWKHUODQGV��1RYHPEHU�'HFHPEHU������-RUGDQ��*�� ��������7KH�SOXUDOLVP�RI�SOXUDOLVP��$Q�DQWL�WKHRU\"�� LQ�5LFKDUGVRQ��-��-�� �HG����3UHVVXUH�*URXSV��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV��������-XSH��5��(�� ��������+RZ�JUHHQ� DUH�8.�FRPSDQ\� DFFRXQWV"��$Q� H[SORUDWLRQ� RI� FKDQJLQJ�FRUSRUDWH�HQYLURQPHQWDO�GLVFORVXUHV��6RFLDO�DQG�(QYLURQPHQWDO�$FFRXQWLQJ������������.DVVDUMLDQ�� +�� +�� �������� &RQWHQW� DQDO\VLV� LQ� FRQVXPHU� UHVHDUFK�� -RXUQDO� RI� &RQVXPHU� 5HVHDUFK��-XQH�������.DOD\�� $�� �������� 6WRFNKROGHU�ERQGKROGHU� FRQIOLFW� DQG� GLYLGHQG� FRQVWUDLQWV�� -RXUQDO� RI� )LQDQFLDO�(FRQRPLFV��-XO\���������.DPLQ��-� <��DQG�5RQHQ��-����������7KH�VPRRWKLQJ�RI�LQFRPH�QXPEHUV��VRPH�HPSLULFDO�HYLGHQFH�RQ�V\VWHPDWLF� GLIIHUHQFHV� DPRQJ�PDQDJHPHQW�FRQWUROOHG� DQG� RZQHU�FRQWUROOHG� ILUPV��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\����������������.DPS�5RHODQGV�� 1�� �������� 5HVHDUFK� 3DSHU� RQ� ([SHUW� 6WDWHPHQWV� LQ� (QYLURQPHQWDO� 5HSRUWV��%UXVVHOV��)((�.DPS�5RHODQGV��1����������$XGLWV�RI�(QYLURQPHQWDO�5HSRUWV��$UH�:H�:LWQHVVLQJ�WKH�(PHUJHQFH�RI�$QRWKHU�([SHFWDWLRQV�*DS" )RFXV�1R����$PVWHUGDP��5R\DO�1,95$�.DPS�5RHODQGV��1�� ��������7RZDUGV�D�)UDPHZRUN� IRU�$XGLWLQJ�(QYLURQPHQWDO�5HSRUWV��3XEOLVKHG�'RFWRUDO� 7KHVLV�� 7LOEXUJ� 8QLYHUVLW\� &HQWUH� IRU� (FRQRPLF� 6WXGLHV�� QR�� ����� 7LOEXUJ�� 7LOEXUJ�8QLYHUVLW\�.DPS�5RHODQGV��$��(��0��DQG�%RXPD��-�-����������'H�NZDOLWHLW�YDQ�PLOLHX�LQIRUPDWLH�� ,Q�KRHYHUUH�LV�,62������� WRHUHLNHQG"�(HQ�H[SORUDWLHYH�FDVHVWXG\��7KH�TXDOLW\�RI�HQYLURQPHQWDO�LQIRUPDWLRQ��7R� ZKDW� H[WHQW� LV� ,62� ������ VXIILFLHQW"� $Q� H[SORUDWRU\� FDVH� VWXG\��� $PVWHUGDP�� /LPSHUJ�,QVWLWXXW�.DQW�� ,�� �������������7KH�)RXQGDWLRQV�RI� WKH�0HWDSK\VLFV�RI�0RUDOV�� �7UDQVODWHG�E\�/��:��%HFN���,QGLDQDSROLV��%REEV��0HUULOO�.DSS�� .�� :�� ������������� 7KH� 6RFLDO� &RVWV� RI� 3ULYDWH� (QWHUSULVH�� 7KLUG� (GLWLRQ�� 1RWWLQJKDP��6SRNHVPDQ�%RRNV��8.�.DSODQ��$��DQG�*ROGVHQ��-��0����������7KH�UHOLDELOLW\�RI�FRQWHQW�DQDO\VLV�FDWHJRULHV��LQ�/DVVZHOO��+��'��HW�DO����HGV����/DQJXDJH�RI�3ROLWLFV��6WXGLHV�LQ�4XDQWLWDWLYH�6HPDQWLFV���������&DPEULGJH��07��0,7�3UHVV�.DSODQ��5�� 6�� DQG�5ROO�� 5�� �������� ,QYHVWRU� HYDOXDWLRQ� RI� DFFRXQWLQJ� LQIRUPDWLRQ��6RPH� HPSLULFDO�HYLGHQFH��-RXUQDO�RI�%XVLQHVV��$SULO����������.DVDQHQ�� (��� /XNND�� .�� DQG� 6LLWRQHQ�� $�� �������� 7KH� FRQVWUXFWLYH� DSSURDFK� LQ� PDQDJHPHQW�DFFRXQWLQJ�UHVHDUFK� -RXUQDO�RI�0DQDJHPHQW�$FFRXQWLQJ�5HVHDUFK�����)DOO����������.DW]��'��DQG�.DKQ��5����������7KH�6RFLDO�3V\FKRORJ\�2UJDQL]DWLRQ��1HZ�<RUN��1<��-RKQ�:LOH\�	�6RQV�.HDWLQJ��0����������7KH�3ROLWLFV�RI�0RGHUQ�(XURSH��7KH�6WDWH�DQG�3ROLWLFDO�$XWKRULW\�LQ�WKH�0DMRU�'HPRFUDFLHV��$OGHUVKRW��(GZDUG�(OJDU�3XEOLVKLQJ�.HGLD��%��/��DQG�.XQW]��(��&����������7KH�FRQWH[W�RI�VRFLDO�SHUIRUPDQFH��$Q�HPSLULFDO�VWXG\�RI�7H[DV�EDQNV�� LQ�3UHVWRQ��/��(�� �HG����5HVHDUFK� LQ�FRUSRUDWH�VRFLDO�SHUIRUPDQFH�DQG�SROLF\���� ��������*UHHQZLFK��&7��-$,�3UHVV�.HHO\��0�� $�� �������� 6RFLDO� MXVWLFH� DSSURDFK� WR� RUJDQL]DWLRQDO� HYDOXDWLRQ��$GPLQLVWUDWLYH� 6FLHQFH�4XDUWHUO\����� �������.HKO��'����������&RUSRUDWH�'LYLGHQGV��1HZ�<RUN��7KH�5RQDOG�3UHVV�&RPSDQ\�
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.HLP��*����������&RUSRUDWH�VRFLDO�UHVSRQVLELOLW\��DQ�DVVHVVPHQW�RI�WKH�HQOLJKWHQHG�VHOI�LQWHUHVW�PRGHO��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ�������������.HOODZD\��/�� ��������1HZ�DJH�UHVWV� LQ�SHDFH�PDQ��7KH�VRFLDOO\�UHVSRQVLEOH�EXVLQHVV�HWKLF�KDV�QRZ�EHFRPH�D�VHOI�LQWHUHVWHG��F\QLFDO�35�PHVVDJH��7KH�)LQDQFLDO�7LPHV�����$SULO�.HOO\��0�� �������� 7KH�&RPSDQ\� /DZ�5HYLHZ� DQG� 7KH�&RPELQHG�&RGH�� LQ�$&&$� �HG���� 7KH� %LJ�3LFWXUH��KRZ�WKH�HQYLURQPHQW�LQIOXHQFHV�FRUSRUDWH�SURILW���������/RQGRQ��&HUWLILHG�$FFRXQWDQWV�(GXFDWLRQDO�7UXVW�.HUOLQJHU�� )�� 1�� �������� )RXQGDWLRQV� RI� %HKDYLRXUDO� 5HVHDUFK�� 1HZ� <RUN�� +ROW�� 5LQHKDUW� DQG�:LQVWRQ�.HUOLQJHU�� )��1�� �������� &RQWHQW�$QDO\VLV�� )RXQGDWLRQV� RI�%HKDYLRXUDO�5HVHDUFK��1HZ�<RUN��1<��+ROW��5LQHKDUW�DQG�:LQVWRQ�.H\QHV��-��1����������7KH�6FRSH�DQG�0HWKRG�RI�3ROLWLFDO�(FRQRP\��/RQGRQ��0DFPLOODQ�.H\QHV�-��0����������7KH�*HQHUDO�7KHRU\�RI�(PSOR\PHQW��,QWHUHVW�DQG�0RQH\��/RQGRQ��0DFPLOODQ�.LOPDQ��5��+��DQG�+HUGHQ��5��3����������7RZDUGV�D�V\VWHPDWLF�PHWKRGRORJ\�IRU�HYDOXDWLQJ�WKH�LPSDFW�RI�LQWHUYLHZV�RQ�RUJDQL]DWLRQDO�HIIHFWLYHQHVV��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ�������������.LN��,�DQG�-DQVVH��&����������(HQ�IDWVRHQOLMN�EHGULMI�GRHW�DDQ�PLOLHX��'DW�LV�GH�QLHXZH�GHQNWUDQW�YDQ�RQGHUQHPHUV��$FFRXQW��-XQH�-XO\��������.LPEHU��5��DQG�5LFKDUGVRQ��-��-���HGV�����������3UHVVXUH�*URXSV�LQ�%ULWDLQ��/RQGRQ��'HQW�	�&R�.LPEHUO\��-��5����������2UJDQL]DWLRQDO�VL]H�DQG�WKH�VWUXFWXUDOLVW�SHUVSHFWLYH��$�UHYLHZ��FULWLTXH��DQGSURSRVDO��$GPLQLVWUDWLYH�6FLHQFH�4XDUWHUO\��������������.LUE\�� $�� �������� 7KH� RYHUFURZGHG� DUN�� %%&� 1HZV� 2QOLQH�� 'LVSRVDEOH� 3ODQHW"��KWWS���QHZV�EEF�FR�XN�KL�HQJOLVK�VWDWLF�LQBGHSWK�ZRUOG������GLVSRVDEOHBSODQHW�ELJBSLFWXUH�.LUNPDQ�� 3�� DQG� +RSH�� &�� �������� (QYLURQPHQWDO� 'LVFORVXUH� LQ� 8.� &RPSDQ\� $QQXDO� 5HSRUWV��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV�.ODDVVHQ�� -�� �������� 9HUVODJJHYLQJVWKHRULH� HQ� 0DDWVFKDSSHOLMNH� 9HUKRXGLQJHQ�� 2SHQEDUH� /HV��$OSKHQ�DDQ�GH�5LMQ��6DPVRP�.OHLQ��%�� �������� &RQWUDFWLQJ� FRVWV� DQG� UHVLGXDO� FODLPV�� 7KH� VHSDUDWLRQ� RI� RZQHUVKLS� DQG� FRQWURO��-RXUQDO�RI�/DZ�	�(FRQRPLFV������-XQH���������.OXPSHV�� 3�� -��0�� �������� ,QFHQWLYHV� DQG� GLVLQFHQWLYHV� IRU� YROXQWDU\� GLVFORVXUH� E\� SHQVLRQ� IXQGV��LQWHUQDWLRQDO�HYLGHQFH��$FFRXQWLQJ�DQG�%XVLQHVV�5HVHDUFK������������������������.QLJKW��)����������5LVN��8QFHUWDLQW\�DQG�3URILW��/RQGRQ��/RQGRQ�6FKRRO�RI�(FRQRPLFV�DQG�3ROLWLFDO�6FLHQFH�.QRRSV�� &�� '�� �������� 7KHRULHV� LQ� DFFRXQWLQJ�� LV� DFFRXQWLQJ� D� PXOWL�SDUDGLJP� VFLHQFH"�� SDSHU�SUHVHQWHG� DW� WKH� ��WK $QQXDO�&RQJUHVV� RI� WKH�(XURSHDQ�$FFRXQWLQJ�$VVRFLDWLRQ��1LFH�� )UDQFH��$SULO�������5HSRUW������$&&���&HQWUH�IRU�5HVHDUFK�LQ�%XVLQHVV�(FRQRPLFV��(UDVPXV�8QLYHUVLW\�5RWWHUGDP��5RWWHUGDP��������.QRRSV��&��'����������3DUDGLJPV�LQ�DFFRXQWLQJ�WKHRU\��SDSHU�SUHVHQWHG�DW�WKH���WK $QQXDO�&RQJUHVV�RI� WKH� (XURSHDQ�$FFRXQWLQJ�$VVRFLDWLRQ�� %XGDSHVW�� +XQJDU\��$SULO� ����� �5HSRUW� �����$&&���&HQWUH�IRU�5HVHDUFK�LQ�%XVLQHVV�(FRQRPLFV��(UDVPXV�8QLYHUVLW\�5RWWHUGDP��5RWWHUGDP��������.QRRSV�� &��'�� ������� )URP� D� WD[RQRP\� RI� DFFRXQWLQJ� WKHRULHV� WRZDUGV� D� VWUDWHJ\� IRU� DFFRXQWLQJ�UHVHDUFK�� SDSHU� SUHVHQWHG� DW� WKH� $QQXDO� &RQIHUHQFH� RI� WKH� (XURSHDQ�$FFRXQWLQJ�$VVRFLDWLRQ��%LUPLQJKDP�.QRRSV��&��'� DQG� 3XSSLQJ�� 3��+�� �������� *HJHYHQVYHUVWUHNNLQJ� RYHU�PLOLHX� LQ� KHW� MDDUUDSSRUW�� LQ�'LMNVPD��-���HG���-DDU�LQ�± MDDU�XLW����*URQLQJHQ��:ROWHUV�1RRUGKRII��������.RNXEX��.���7RPLPDWVX��.��DQG�<DPDJDPL��7����������*UHHQ�UHSRUWLQJ�LQ�-DSDQ��$FFRXQWDELOLW\�DQG�/HJLWLPDF\��SDSHU�SUHVHQWHG�DW�WKH��WK ,QWHUGLVFLSOLQDU\�3HUVSHFWLYHV�RQ�$FFRXQWLQJ�&RQIHUHQFH��0DQFKHVWHU��8.��-XO\�������SS���������± ���������.RODNRZVNL��/����������7KH�$OLHQDWLRQ�RI�5HDVRQ��$�+LVWRU\�RI�3RVLWLYLVW�7KRXJKW��*DUGHQ�&LW\��1<��'RXEOHGD\�
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.RON�� $�� �������� )URP� 9ROXQWDU\� WR� 2EOLJDWRU\"� 7UHQGV� LQ� &RUSRUDWH� (QYLURQPHQWDO� 5HSRUWLQJ��SDSHU�SUHVHQWHG�DW�WKH��WK ,QWHUQDWLRQDO�&RQIHUHQFH�RI�WKH�*UHHQLQJ�RI�,QGXVWU\�1HWZRUN��5RPH��,WDO\��1RYHPEHU������.RON�� $�� �������� (YDOXDWLQJ� FRUSRUDWH� HQYLURQPHQWDO� UHSRUWLQJ�� %XVLQHVV� 6WUDWHJ\� DQG� WKH�(QYLURQPHQW���� �������.RON��$���:DOKDLQ�� 6�� DQG�9DQ� GH�:DWHULQJHQ�� 6� �������� (QYLURQPHQWDO� UHSRUWLQJ� E\� WKH� )RUWXQH�*OREDO� ����� ([SORULQJ� WKH� LQIOXHQFH� RI� QDWLRQDOLW\� DQG� VHFWRU�� %XVLQHVV� 6WUDWHJ\� DQG� WKH�(QYLURQPHQW������������.RUWHQ��'��&����������:KHQ�&RUSRUDWLRQV�5XOH�WKH�:RUOG��/RQGRQ��(DUWKVFDQ�.RUWHQ��'��&����������7KH�3RVW�&RUSRUDWH�:RUOG��/LIH�DIWHU�FDSLWDOLVP��6DQ�)UDQFLVFR�:HVW�+DUWIRUG��%HUUHWW�.RHKOHU�.XPDULDQ�3UHVV�.30*� 3HDW� 0DUZLFN� �������� $� VXUYH\� RI� HQYLURQPHQWDO� UHSRUWLQJ� RQ� WKUHH� FRQWLQHQWV�� /RQGRQ��.30*�1DWLRQDO�(QYLURQPHQW�8QLW�.30*�3HDW�0DUZLFN���������,QWHUQDWLRQDO�6XUYH\�RI�(QYLURQPHQWDO�5HSRUWLQJ��/RQGRQ��.30*�.30*���������8.�(QYLURQPHQWDO�5HSRUWLQJ�6XUYH\��/RQGRQ��.30*�.30*���������8.�(QYLURQPHQWDO�5HSRUWLQJ�6XUYH\�������/RQGRQ��.30*�.30*������D���,QWHUQDWLRQDO�6XUYH\�RI�(QYLURQPHQWDO�5HSRUWLQJ�������6WRFNKROP��.30*�.30*������E���(QYLURQPHQWDO�5HSRUWLQJ��.RSHQKDJHQ��.30*�'HQPDUN�.30*������F���7KH�.30*�6XUYH\�RI�(QYLURQPHQWDO�5HSRUWLQJ�������/RQGRQ��.30*�.30*� �����D��� *RYHUQDQFHXSGDWH�� &RUSRUDWH� *RYHUQDQFH� 1HZVOHWWHU�� ,VVXH� ��� 2FWREHU� ������/RQGRQ��.30*�.30*������E���)LQDQFLDO�5HSRUWLQJ�8SGDWH��6HSWHPEHU�������/RQGRQ��.30*�.30*�(QYLURQPHQWDO�&RQVXOWLQJ���������(QYLURQPHQWDO�5HSRUWLQJ�LQ�WKH�1HWKHUODQGV�LQ�������7KH�+DJXH��.30*�.30*�:HWHQVFKDSSHOLMN� ,QVWLWXXW� YRRU�0LOLHXPDQDJHPHQW� �:,00�� ��������.30*� ,QWHUQDWLRQDO�6XUYH\�RI�(QYLURQPHQWDO�5HSRUWLQJ�������$PVWHOYHHQ��WKH�1HWKHUODQGV��.30*�.30*�*OREDO�6XVWDLQDELOLW\�6HUYLFHV�:,00���������.30*�,QWHUQDWLRQDO�6XUYH\�RI�6XVWDLQDELOLW\�5HSRUWLQJ�������'H�0HHUQ��WKH�1HWKHUODQGV��.30*�.UHLQHU�� 3�� DQG� %KDPEUL�� $�� �������� ,QIOXHQFH� DQG� LQIRUPDWLRQ� LQ� RUJDQL]DWLRQ�VWDNHKROGHU�UHODWLRQVKLSV��LQ�3UHVWRQ��/��(���HG����5HVHDUFK�LQ�&RUSRUDWH�6RFLDO�3HUIRUPDQFH�DQG�3ROLF\������������*UHHQZLFK��&7��-$,�3UHVV�.ULSSHQGRUII��.����������&RQWHQW�$QDO\VLV��$Q�,QWURGXFWLRQ�WR�LWV�0HWKRGRORJ\��/RQGRQ��6DJH�.ULVWRO��,����������5DWLRQDOLVP�LQ�HFRQRPLFV��LQ�%HOO��'��DQG�.ULVWRO��,���HGV����7KH�&ULVLV�LQ�(FRQRPLF�7KHRU\��1HZ�<RUN��%DVLF�%RRNV�.UXW�� 5�� DQG� *OHFNPDQ�� +�� �������� ,62� ������� $� 0LVVHG� 2SSRUWXQLW\� IRU� 6XVWDLQDEOH� *OREDO�,QGXVWULDO�'HYHORSPHQW��/RQGRQ��(DUWKVFDQ�.UXW��5��DQG�0RUHW]��$����������7KH�VWDWH�RI�JOREDO�HQYLURQPHQWDO�UHSRUWLQJ��OHVVRQV�IURP�WKH�*OREDO������&RUSRUDWH�(QYLURQPHQWDO�6WUDWHJ\��������������.XKQ��-��:��DQG�6KULYHU��'��:��-U�� ��������%H\RQG�6XFFHVV��&RUSRUDWLRQV�DQG�7KHLU�&ULWLFV� LQ� WKH�����V��1HZ�<RUN��1<��2[IRUG�8QLYHUVLW\�3UHVV�.XKQ��7��6����������7KH�6WUXFWXUH�RI�6FLHQWLILF�5HYROXWLRQV��6HFRQG�(GLWLRQ��&KLFDJR��8QLYHUVLW\�RI�&KLFDJR�3UHVV�.�OOHU��+����������*HZHUNVFKDIWVSROLWLN�FRQWUD�6R]LDOELODQ]��3�5�0DJD]LQ������������.XPDU��6����������6RLO��6RXO��6RFLHW\��+ROGLQJ�WKH�ELJ�SLFWXUH��5HVXUJHQFH����������0D\�-XQH�.XPDU��6�� ��������<RX�$UH��7KHUHIRUH� ,�$P��$�'HFODUDWLRQ�RI�'HSHQGHQFH��7RWQHV��'HYRQ��*UHHQ�%RRNV�.UXW�� 5�� DQG� *OHFNPDQ�� +�� �������� ,62� ������� $� 0LVVHG� 2SSRUWXQLW\� IRU� 6XVWDLQDEOH� *OREDO�,QGXVWULDO�'HYHORSPHQW��(DUWKVFDQ��/RQGRQ�
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/DNDWRV��,����������)DOVLILFDWLRQ�DQG�WKH�0HWKRGRORJ\�RI�6FLHQWLILF�5HVHDUFK�3URJUDPPHV��LQ�/DNDWRV��,�� DQG� 0XVJUDYH�� $�� �HGV���� &ULWLFLVP� DQG� WKH� *URZWK� RI� .QRZOHGJH�� &DPEULGJH�� &DPEULGJH�8QLYHUVLW\�3UHVV����������/DNDWRV�� ,�� DQG�0XVJUDYH�� $�� �HGV��� ��������&ULWLFLVP� DQG� WKH�*URZWK� RI� .QRZOHGJH�� &DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV�/DQGHOLMN�0LOLHX�2YHUOHJ��/02����������,GHHsQ�YRRU�PLOLHX]RUJ��8WUHFKW��/02�/DQJWU\��%����������6WDNHKROGHUV�DQG�WKH�PRUDO�UHVSRQVLELOLW\�RI�EXVLQHVV��%XVLQHVV�(WKLFV�4XDUWHUO\���������������/DUQHU��5��-����������0DQDJHPHQW�&RQWURO�DQG�WKH�/DUJH�&RUSRUDWLRQ��1HZ�<RUN��'XQHOOHQ�/DUULQDJD��*RQ]iOH]��&�� �������� 6WHSV� WRZDUGV�PDQGDWRU\� HQYLURQPHQWDO� DFFRXQWV� LQ�6SDLQ�� 6RFLDO�DQG�(QYLURQPHQWDO�$FFRXQWLQJ�������������/DUULQDJD�� &��� 0RQHYD�� -�� 0��� /OHQD� )�� DQG� &DUUDVFR�� &�� �������� $Q� (YDOXDWLRQ� RI� 0DQGDWRU\�(QYLURQPHQWDO� $FFRXQWV� LQ� 6SDLQ�� SDSHU� SUHVHQWHG� DW� WKH�7KLUG�$VLDQ� 3DFLILF� ,QWHUGLVFLSOLQDU\�5HVHDUFK� LQ� $FFRXQWLQJ� �$3,5$�� &RQIHUHQFH�� 8QLYHUVLW\� RI� $GHODLGH�� $XVWUDOLD�� ������ -XO\�������/DUVRQ��0� 6����������7KH�5LVH�RI�3URIHVVLRQDOLVP��$�6RFLRORJLFDO�$QDO\VLV��%HUNHOH\��8QLYHUVLW\�RI�&DOLIRUQLD�3UHVV�/DVVZHOO��+��'����������3ROLWLFV��:KR�*HWV�:KDW��:KHQ��+RZ��1HZ�<RUN��1<��0F*UDZ�+LOO�/DWRXU��%��DQG�:RROJDU��6����������/DERUDWRU\�/LIH��/RQGRQ��6DJH�3XEOLFDWLRQV�/DXJKOLQ��5��&����������2Q�WKH�QDWXUH�RI�DFFRXQWLQJ�PHWKRGRORJ\��-RXUQDO�RI�%XVLQHVV�)LQDQFH�DQG�$FFRXQWLQJ���������������/DXJKOLQ�� 5�� &�� �������� $FFRXQWLQJ� V\VWHPV� LQ� RUJDQL]DWLRQDO� FRQWH[WV�� D� FDVH� IRU� FULWLFDO� WKHRU\��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\�����������������/DXJKOLQ��5��&����������$FFRXQWLQJ�LQ�WKH�VRFLDO�FRQWH[W��DQ�DQDO\VLV�RI�WKH�DFFRXQWLQJ�V\VWHP�LQ�WKH�&KXUFK�RI�(QJODQG��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO��������������/DXJKOLQ��5��&�� ��������$�PRGHO�RI� ILQDQFLDO�DFFRXQWDELOLW\�DQG� WKH�&KXUFK�RI�(QJODQG��)LQDQFLDO�$FFRXQWDELOLW\�	�0DQDJHPHQW���������������/DXJKOLQ�� 5�� &�� �������� (QYLURQPHQWDO� GLVWXUEDQFHV� DQG� RUJDQL]DWLRQDO� WUDQVLWLRQV� DQG�WUDQVIRUPDWLRQV��6RPH�DOWHUQDWLYH�PRGHOV��2UJDQL]DWLRQ�6WXGLHV����������������/DXJKOLQ�� 5�� &�� �������� 0HWKRGRORJLFDO� 7KHPHV�� (PSLULFDO� UHVHDUFK� LQ� DFFRXQWLQJ�� DOWHUQDWLYH�DSSURDFKHV�DQG�D�FDVH�IRU�µPLGGOH�UDQJH��WKLQNLQJ¶� $FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\��������������/DXJKOLQ�� 5�� �������� &ULWLFDO� DFFRXQWLQJ�� QDWXUH�� SURJUHVV� DQG� SURJQRVLV��$FFRXQWLQJ�� $XGLWLQJ� 	�$FFRXQWDELOLW\�-RXUQDO���������������/DXJKOLQ��5��&��DQG�*UD\��5��+����������)LQDQFLDO�$FFRXQWLQJ��PHWKRG�DQG�PHDQLQJ��/RQGRQ��9DQ�1RVWUDQG�5HLQKROG�/DXJKOLQ��5��&�� DQG�/RZH��$�� (�� ��������$� FULWLFDO� DQDO\VLV� RI� DFFRXQWLQJ� WKRXJKW�� 3URJQRVLV� DQG�SURVSHFWV� IRU� XQGHUVWDQGLQJ� DQG� FKDQJLQJ� DFFRXQWLQJ� V\VWHPV� GHVLJQ�� LQ� &RRSHU�� '�� -�� DQG�+RSSHU��7��0���HGV���&ULWLFDO�$FFRXQWV��0DFPLOODQ��%DVLQJVWRNH��������/DXJKOLQ��5��&��DQG�3X[W\��$��*����������7KH�GHFLVLRQ�XVHIXOQHVV�FULWHULRQ��ZURQJ�FDUW��ZURQJ�KRUVH��%ULWLVK�$FFRXQWLQJ�5HYLHZ���������������/DXJKOLQ�5��&��DQG�3X[W\��$��*����������$FFRXQWLQJ�UHJXODWLRQ��DQ�DOWHUQDWLYH�SHUVSHFWLYH��-RXUQDO�RI�%XVLQHVV�)LQDQFH�DQG�$FFRXQWLQJ�����������������/DXJKOLQ��5��&��DQG�3X[W\��$��*����������7KH�VRFLDOO\�FRQGLWLRQLQJ�DQG�VRFLDOO\�FRQGLWLRQHG�QDWXUH�RI�DFFRXQWLQJ��D�UHYLHZ�DQG�DQDO\VLV�WKURXJK�7LQNHU¶V�3DSHU�3URSKHWV��%ULWLVK�$FFRXQWLQJ�5HYLHZ���������������/DZUHQFH��'��+����������:RPHQ�LQ�/RYH��+DUPRQGVZRUWK��0LGGOHVH[��3HQJXLQ�%RRNV�
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/HGJHUZRRG��*�� ��������7KH�*OREDO� �����%LJ�2LO� DQG�&RUSRUDWH�(QYLURQPHQWDO�*RYHUQDQFH��+RZ�6KHOO� %HFDPH� 7UDQVSDUHQW� LQ� WKH� ����V�� LQ� /HGJHUZRRG�� *�� �HG��� *UHHQLQJ� WKH� %RDUGURRP��&RUSRUDWH�*RYHUQDQFH�DQG�%XVLQHVV�6XVWDLQDELOLW\��6KHIILHOG� *UHHQOHDI�3XEOLVKLQJ�/HH�� $�� 6�� �������� ,QWHJUDWLQJ� SRVLWLYLVW� DQG� LQWHUSUHWLYH� DSSURDFKHV� WR� RUJDQL]DWLRQDO� UHVHDUFK��2UJDQL]DWLRQ�6FLHQFH����������������/HH�� 7�� $�� DQG� 7ZHHGLH�� '�� 3�� �������� $FFRXQWLQJ� LQIRUPDWLRQ�� $Q� LQYHVWLJDWLRQ� RI� SULYDWH�VKDUHKROGHU�XVDJH��$FFRXQWLQJ�DQG�%XVLQHVV�5HVHDUFK������������/HH��7��$��DQG�7ZHHGLH��'��3����������7KH�3ULYDWH�6KDUHKROGHU�DQG�7KH�&RUSRUDWH�5HSRUW��/RQGRQ��,&$(:�/HIWZLFK��5��:�� ��������(YLGHQFH�RI� WKH� LPSDFW�RI�PDQGDWRU\�FKDQJHV� LQ�DFFRXQWLQJ�SULQFLSOHV�RQ�FRUSRUDWH�ORDQ�DJUHHPHQWV� -RXUQDO�RI�$FFRXQWLQJ�DQG�(FRQRPLFV��0DUFK�������������/HIWZLFK��5��:�� ��������$FFRXQWLQJ� LQIRUPDWLRQ� LQ�SULYDWH�PDUNHWV��HYLGHQFH� IURP�SULYDWH� OHQGLQJ�DJUHHPHQWV��7KH�$FFRXQWLQJ�5HYLHZ����� ������/HIWZLFK��5��:����������$JJUHJDWLRQ�RI�WHVW�VWDWLVWLFV��6WDWLVWLFV�YV��HFRQRPLFV� -RXUQDO�RI�$FFRXQWLQJ�	�(FRQRPLFV������������/HIWZLFK��5��:���:DWWV��5��DQG�=LPPHUPDQ��-����������9ROXQWDU\�FRUSRUDWH�GLVFORVXUH��7KH�FDVH�RI�LQWHULP�UHSRUWLQJ��-RXUQDO�RI�$FFRXQWLQJ�5HVHDUFK������6XSSOHPHQW��������/HIHEYUH��&��DQG�)ORZHU��-���������(XURSHDQ�)LQDQFLDO�5HSRUWLQJ�LQ�%HOJLXP��&KDSWHU����)LQDQFLDO�DQG� HFRQRPLF� LQIRUPDWLRQ� IRU� ZRUNHUV¶� FRXQFLOV¶�� ��������� 5RXWOHGJH� LQ� DVVRFLDWLRQ� ZLWK�,&$(:�/HKPDQ�&����������$FFRXQWLQJ�(WKLFV��6XUYLYLQJ�VXUYLYDO�RI�WKH�ILWWHVW��$GYDQFHV�LQ�3XEOLF�,QWHUHVW�$FFRXQWLQJ����������/HKPDQ��&����������$FFRXQWLQJ¶V�&KDQJLQJ�5ROHV�LQ�6RFLDO�&RQIOLFW��/RQGRQ��3DXO�&KDSPDQ�/HKPDQ� *�� �������� $� OHJLWLPDWH� FRQFHUQ� IRU� HQYLURQPHQWDO� DFFRXQWLQJ�� &ULWLFDO� 3HUVSHFWLYHV� RQ�$FFRXQWLQJ���������������/HKPDQ� *�� �������� 'LVFORVLQJ� QHZ� ZRUOGV�� $� UROH� IRU� VRFLDO� DQG� HQYLURQPHQWDO� DFFRXQWLQJ� DQG�DXGLWLQJ��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\����������������/HLEHQVWHLQ��+����������%H\RQG (FRQRPLF 0DQ��&DPEULGJH�0$��+DUYDUG�8QLYHUVLW\�3UHVV�/HQW]��$��DQG�7VFKLUJL��+����������7KH�HWKLFDO�FRQWHQW�RI�DQQXDO�UHSRUWV��-RXUQDO�RI�%XVLQHVV����� �������/HUQHU��$����������7KH�HFRQRPLFV�DQG�SROLWLFV�RI�FRQVXPHU�VRYHUHLJQW\��$PHULFDQ�(FRQRPLF�5HYLHZ���������������/HVVHP�� 5�� �������� &RUSRUDWH� VRFLDO� UHSRUWLQJ� LQ� DFWLRQ�� $Q� HYDOXDWLRQ� RI� %ULWLVK�� (XURSHDQ� DQG�$PHULFDQ�SUDFWLFH��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\���������������/HZLV�� /�� DQG�8QHUPDQ�� -� �������� (WKLFDO� UHODWLYLVP��$� UHDVRQ� IRU� GLIIHUHQFHV� LQ� FRUSRUDWH� VRFLDO�UHSRUWLQJ"�&ULWLFDO�3HUVSHFWLYHV�RQ�$FFRXQWLQJ ��������������/HZLV��0�� DQG�*ULPHV��$�� -�� ��������0HWDWULDQJXODWLRQ��%XLOGLQJ� WKHRU\� IURP�PXOWLSOH� SDUDGLJPV��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ�����������������/HZLV��1��5���3DUNHU��/��'��DQG�6XWFOLIIH��3����������)LQDQFLDO�UHSRUWLQJ�WR�HPSOR\HHV�� WKH�SDWWHUQ�RI�GHYHORSPHQW������WR�������$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\������������������/H\HU��-��+���.DPHUEHFN��(��&��DQG�3HWHUVH��$��+����������'H�SROLWLHNH�GLPHQVLH�YDQ�KHW�RQGHUQHPHQ��µV�*UDYHQKDJH��6WLFKWLQJ�0DDWVFKDSSLM�HQ�2QGHUQHPLQJ��602��/LOLHQ�� 6� DQG�3DVWHQD��9�� ��������'HWHUPLQDQWV�RI� LQWUDPHWKRG�FKRLFHV� LQ� WKH�RLO� DQG�JDV� LQGXVWU\��-RXUQDO�RI�$FFRXQWLQJ�DQG�(FRQRPLFV��'HFHPEHU� �������/LPSHUJ�� 7K�� MU�� �������� (HQLJH� EHVFKRXZLQJHQ� RYHU� NRVWSULMV� HQ� SULMVYRUPLQJ� DOV�EHGULMIVKXLVKRXGNXQGLJ�SUREOHHP��,QDXJXUHOH�UHGH�$PVWHUGDP��+DDUOHP��7MHHQN�:LOOLQNN�/LPSHUJ��7K�� MU�� ��������'H�EHWHNHQLV� GHU�EHGULMIVKXLVKRXGNXQGH�YRRU�GHQ�DFFRXQWDQW��0DDQGEODG�YRRU�$FFRXQWDQF\�HQ�%HGULMIVKXLVKRXGNXQGH��2NWREHU����������/LPSHUJ��7K��MU��������� 7KH�6RFLDO�5HVSRQVLELOLW\�RI�WKH�$XGLWRU��$PVWHUGDP��/LPSHUJ�,QVWLWXXW�
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/LQGEORP�&��(����������3ROLWLFV�DQG�0DUNHWV��1HZ�<RUN��%DVLF�%RRNV�/LQGEORP��&�(�� ��������7KH�FRQFHSW�RI�RUJDQL]DWLRQDO� OHJLWLPDF\�DQG� LWV� LPSOLFDWLRQV�IRU�FRUSRUDWH�VRFLDO� UHVSRQVLELOLW\� GLVFORVXUH�� :RUNLQJ� 3DSHU� 1R���� 3XEOLF� ,QWHUHVW� 6HFWLRQ�� $PHULFDQ�$FFRXQWLQJ�$VVRFLDWLRQ�/LQGEORP��&��(�������D���7KH�DFFRXQWDELOLW\�RI�SULYDWH�HQWHUSULVH��3ULYDWH�� 1R��(QWHUSULVH�± <HV��LQ�7LQNHU�$��0���HG����6RFLDO�$FFRXQWLQJ�IRU�&RUSRUDWLRQV��1HZ�<RUN��1<��0DUFXV�:HLQHU�/LQGEORP��&��(�������E���2UJDQL]DWLRQDO�/HJLWLPDF\��,PSOLFDWLRQV�IRU�&RUSRUDWH�6RFLDO�'LVFORVXUH��8QLYHUVLW\�RI�&RQQHFWLFXW�:RUNLQJ�3DSHU��0D\������/LQGEORP�� &�� .�� �������� 7KH� LPSOLFDWLRQV� RI� RUJDQL]DWLRQDO� OHJLWLPDF\� IRU� FRUSRUDWH� VRFLDO�SHUIRUPDQFH� DQG� GLVFORVXUH�� SDSHU� SUHVHQWHG� DW� WKH� &ULWLFDO� 3HUVSHFWLYHV� RQ� $FFRXQWLQJ�&RQIHUHQFH��1HZ�<RUN��1<�/LQGVD\��5��0�� ��������5HFRQVLGHULQJ� WKH� VWDWXV�RI� WHVWV�RI� VLJQLILFDQFH��DQ�DOWHUQDWLYH�FULWHULRQ�RI�DGHTXDF\��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\���������������/LQRZHV�� '�� )�� �����D��� $Q� $SSURDFK� WR� 6RFLR�(FRQRPLF� $FFRXQWLQJ�� 7KH� &RQIHUHQFH� %RDUG�5HFRUG��1RYHPEHU��������/LQRZHV��'��)�������E���6RFLR�HFRQRPLF�DFFRXQWLQJ��-RXUQDO�RI�$FFRXQWDQF\�������������/LQWQHU��-����������6HFXULW\�3ULFHV��5LVN�DQG�0D[LPDO�*DLQV�IURP�'LYHUVLILFDWLRQ��-RXUQDO�RI�)LQDQFH���������������/LSVHW��6��0����������3ROLWLFDO�0DQ��*DUGHQ�&LW\��1<��'RXEOHGD\�/LSVH\��5��*����������$Q�,QWURGXFWLRQ�WR�3RVLWLYH�(FRQRPLFV��)RXUWK�(GLWLRQ��/RQGRQ��:HLGHQIHOG�	�1LFROVRQ�/LWYDN�� ,��$�� DQG�%DQWLQJ�� 3��0�� ��������6RFLHWDO�SUHVVXUHV��KRZ�ELJ�EXVLQHVV�SHUFHLYHV� WKHP��7KH�%XVLQHVV�4XDUWHUO\��6SULQJ��������/LWWOHWRQ�� $�� &�� �������� 6WUXFWXUH� RI� $FFRXQWLQJ� 7KHRU\��0RQRJUDSK�1R�� ��� ,RZD� &LW\�� $PHULFDQ�$FFRXQWLQJ�$VVRFLDWLRQ �$$$��/LWWOHWRQ�� $�� &�� DQG� =LPPHUPDQ�� 9�� .�� �������� $FFRXQWLQJ� 7KHRU\�� &RQWLQXLW\� DQG� &KDQJH��(QJOHZRRG�&OLIIV��1HZ�-HUVH\��3UHQWLFH�+DOO�/LP��6��DQG�0F.LQQRQ��-����������9ROXQWDU\�GLVFORVXUH�E\�16:�VWDWXWRU\�DXWKRULWLHV��7KH�LQIOXHQFH�RI�SROLWLFDO�YLVLELOLW\��-RXUQDO�RI�$FFRXQWLQJ�	�3XEOLF�3ROLF\������������������/MXQJGDKO��)����������(QYLURQPHQWDO�5HSRUWLQJ��WKH�6ZHGLVK�FDVH��LQ�$UWVEHUJ��.���/RIW��$��DQG�<DUG��6�� �HGV��� �������� $FFRXQWLQJ� 5HVHDUFK� LQ� /XQG�� 9RO�� ���� /XQG� 6WXGLHV� LQ� (FRQRPLFV� DQG�0DQDJHPHQW��0DOPR��6ZHGHQ��/XQG�8QLYHUVLW\�3UHVV������±����/MXQJGDKO�� )�� ��������&XUUHQW� HQYLURQPHQWDO� UHSRUWLQJ�SUDFWLFH� LQ�6ZHGLVK�$QQXDO�5HSRUWV�� 6RFLDO�DQG�(QYLURQPHQWDO�$FFRXQWLQJ��������������/MXQJGDKO�� )�� �������� 3URSRVHG� HQYLURQPHQWDO� UHSRUWLQJ� OHJLVODWLRQ� LQ� 6ZHGHQ�� 6RFLDO� DQG�(QYLURQPHQWDO�$FFRXQWLQJ���������������/MXQJGDKO��)�������D���8WYHFNOLQJ�DY�PLOM|UHGRYLVQLQJ�L�VYHQVND�E|UVERODJ�±�SUD[LV��EHJUHSS��RUVDNHU�7KH� 'HYHORSPHQW� RI� (QYLURQPHQWDO� 5HSRUWLQJ� LQ� 6ZHGLVK� /LVWHG� &RPSDQLHV�� 3UDFWLFH��&RQFHSWV��&DXVHV���3XEOLVKHG�'RFWRUDO�7KHVLV��/XQG�6WXGLHV�LQ�(FRQRPLFV�DQG�0DQDJHPHQW�QR������/XQG��6ZHGHQ��/XQG�8QLYHUVLW\�/MXQJGDKO��)�� �����E�� ([SODLQLQJ�WKH�GHYHORSPHQW�DQG�GLIIXVLRQ�RI�HQYLURQPHQWDO�UHSRUWLQJ��SDSHU�SUHVHQWHG�DW�WKH��WK &6($5�6XPPHU�6FKRRO��8QLYHUVLW\�RI�'XQGHH��6HSWHPEHU�����/RJVGRQ��-�0����������2UJDQL]DWLRQDO�UHVSRQVHV�WR�HQYLURQPHQWDO�LVVXHV��RLO�UHILQLQJ�FRPSDQLHV�DQG�DLU�SROOXWLRQ��LQ�3UHVWRQ��/�(���HG����5HVHDUFK�LQ�&RUSRUDWH�6RFLDO�3HUIRUPDQFH�DQG�3ROLF\������������*UHHQZLFK��&7��-$,�3UHVV�/RJGVRQ�� -��0�� DQG�<XWKDV��.�� �������� &RUSRUDWH� VRFLDO� SHUIRUPDQFH�� VWDNHKROGHU� RULHQWDWLRQ� DQG�RUJDQL]DWLRQDO�PRUDO�GHYHORSPHQW��-RXUQDO�RI�%XVLQHVV�(WKLFV����� ����������/RIW��$�� ��������8QGHUVWDQGLQJ�$FFRXQWLQJ� LQ� LWV� 6RFLDO� DQG�+LVWRULFDO�&RQWH[W�� 7KH� FDVH� RI� FRVW�DFFRXQWLQJ�LQ�%ULWDLQ������������1HZ�<RUN��*DUODQG�3XEOLVKLQJ�
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/RQJVWUHWK��%��DQG�5RVHQEORRP��+��'����������&RUSRUDWH�6RFLDO�5HVSRQVLELOLW\�DQG�WKH�,QVWLWXWLRQDO�,QYHVWRU� 1HZ�<RUN��1<��3UDHJHU�/RYHORFN�-����������*DLD��$�1HZ�ORRN�DW�OLIH�RQ�(DUWK��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�/RYHORFN�� -�� �������� +RPDJH� WR� *DLD�� 7KH� /LIH� RI� DQ� ,QGHSHQGHQW� 6FLHQWLVW�� 2[IRUG�� 2[IRUG�8QLYHUVLW\�3UHVV�/RYHORFN��-����������:KDW�LV�*DLD"�5HVXUJHQFH�������0DUFK�$SULO������/RZH�� (�� $��� 3X[W\�� $�� *�� DQG� /RXJKOLQ�� 5�� &�� �������� 6LPSOH� WKHRULHV� IRU� FRPSOH[� SURFHVVHV��$FFRXQWLQJ�SROLF\�DQG�WKH�PDUNHW�IRU�P\RSLD��-RXUQDO�RI�$FFRXQWLQJ�	�3XEOLF�3ROLF\��������������/RZH��3��DQG�*R\GHU��-����������(QYLURQPHQWDO�*URXSV�LQ�3ROLWLFV��/RQGRQ��$OOHQ�	�8QZLQ�/XNHV��6����������3RZHU��$�5DGLFDO�9LHZ��/RQGRQ��0DFPLOODQ�/XNND��.����������0HWKRGRORJLFDO�DSSURDFKHV�LQ�HFRQRPLF�VFLHQFHV��D�FRPSDULVRQ�EHWZHHQ�EXVLQHVV�DGPLQLVWUDWLRQ� DQG� HFRQRPLFV� �LQ� )LQQLVK��ZLWK� DQ� (QJOLVK� VXPPDU\��� 7KH� )LQQLVK� -RXUQDO� RI�%XVLQHVV�(FRQRPLFV�������������/XNND�� .��� 0DMDOD�� 5��� 3DDVOR�� $�� DQG� 3WKODQWR�� 3�� �������� $FFRXQWLQJ� UHVHDUFK� LQ� )LQODQG�� LQ�+RSZRRG��$��*��DQG�6FKUHXGHU��+���HGV����(XURSHDQ�&RQWULEXWLRQV�WR�$FFRXQWLQJ�5HVHDUFK��7KH�$FKLHYHPHQWV�RI�WKH�/DVW�'HFDGH��$PVWHUGDP��)UHH�8QLYHUVLW\�3UHVV�/\QQ��0����������$�QRWH�RQ�FRUSRUDWH�VRFLDO�GLVFORVXUHV�LQ�+RQJ�.RQJ��%ULWLVK�$FFRXQWLQJ�5HYLHZ�������� �������/\V��7����������0DQGDWHG�DFFRXQWLQJ�FKDQJHV�DQG�GHEW�FRYHQDQWV��7KH�FDVH�RI�RLO�DQG�JDV�DFFRXQWLQJ��-RXUQDO�RI�$FFRXQWLQJ�	�(FRQRPLFV���� ������0DFKOXS��)����������7KHRULHV�RI�WKH�ILUP��0DUJLQDOLVW��EHKDYLRXUDO��PDQDJHULDO��$PHULFDQ�(FRQRPLF�5HYLHZ�����0DUFK�������0DFYH��5��DQG�&DUH\��$����������%XVLQHVV��$FFRXQWDQF\�DQG�WKH�(QYLURQPHQW��$�3ROLF\�DQG�5HVHDUFK�$JHQGD��5HSRUW�RI�7KH�(QYLURQPHQW�5HVHDUFK�*URXS�RI�WKH�,QVWLWXWH�RI�&KDUWHUHG�$FFRXQWDQWV�LQ�(QJODQG�DQG�:DOHV��,&$(:���/RQGRQ��,&$(:�0DFH��0��/����������'LUHFWRUV��0\WK�DQG�5HDOLW\��%RVWRQ��+DUYDUG�%XVLQHVV�6FKRRO�3UHVV�0DFLQWRVK��1����������$QQXDO�UHSRUWV�LQ�DQ�LGHRORJLFDO�UROH��$�FULWLFDO�WKHRU\�DQDO\VLV��LQ�&RRSHU�'��-��DQG�+RSSHU��7��0��HGV����&ULWLFDO�$FFRXQWV��/RQGRQ��0DFPLOODQ����������0DF0LOODQ��,��&��DQG�-RQHV��3��(����������6WUDWHJ\�)RUPXODWLRQ��3RZHU�DQG�3ROLWLFV��6HFRQG�(GLWLRQ��6W�3DXO��:HVW�3XEOLVKLQJ�&R�0DFSKHUVRQ��&��%����������'HPRFUDWLF�7KHRU\��(VVD\V�LQ�5HWULHYDO��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�0DFSKHUVRQ�� &��%�� ��������7KH� /LIH� DQG� 7LPHV� RI� /LEHUDO�'HPRFUDF\��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�0F$GDP��7��:����������+RZ�WR�SXW�FRUSRUDWH�VRFLDO�UHVSRQVLELOLW\�LQWR�SUDFWLFH��%XVLQHVV�DQG�6RFLHW\�5HYLHZ� 6XPPHU�������0F&KHVQH\�� 5�� :�� �������� ,QWURGXFWLRQ� WR� &KRPVN\�� 1��� 3URILW� RYHU� 3HRSOH�� 1HROLEHUDOLVP� DQG�*OREDO�2UGHU��������1HZ�<RUN��1<��6HYHQ�6WRULHV�0F&ORVN\��'��1����������7KH�5KHWRULF�RI�(FRQRPLFV�0DGLVRQ��:,��8QLYHUVLW\�RI�:LVFRQVLQ�3UHVV�0F&RPEV��0����������7KH�DJHQGD�VHWWLQJ�DSSURDFK��LQ�1LPPR��'��DQG�6DQGHUV��.���HGV����+DQGERRN�RI�3ROLWLFDO�&RPPXQLFDWLRQ��%HYHUO\�+LOOV��&$��6DJH���������0F&RPEV��0��DQG�6KDZ��'����������7KH�DJHQGD�VHWWLQJ IXQFWLRQ�RI�WKH�PDVV�PHGLD��3XEOLF�2SLQLRQ�4XDUWHUO\�������������0F&RPEV��0���'DQLHOLDQ��/��DQG�:DQWD��:����������,VVXHV�LQ�WKH�QHZV�DQG�WKH�SXEOLF�DJHQGD��7KH�DJHQGD�VHWWLQJ� WUDGLWLRQ�� LQ� *ODVVHU�� 7�� /�� DQG� 6DOPRQ�� &�� 7�� �HGV���� 3XEOLF� 2SLQLRQ� DQG� WKH�&RPPXQLFDWLRQ�RI�&RQVHQW��1HZ�<RUN��1<��*XLOGIRUG�3UHVV����������0F&RUPLFN��-����������%ULWLVK�3ROLWLFV�DQG�WKH�(QYLURQPHQW��/RQGRQ��(DUWKVFDQ�3XEOLFDWLRQV�0F&RUPLFN�� -�� �������� 7KH� *OREDO� (QYLURQPHQWDO� 0RYHPHQW�� 6HFRQG� (GLWLRQ�� &KLFKHVWHU�� -RKQ�:LOH\�	�6RQV�
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0F)DUODQG�� $�� 6�� �������� ,QWHUHVW� JURXSV� DQG� WKHRULHV� RI� SRZHU� LQ� $PHULFD�� %ULWLVK� -RXUQDO� RI�3ROLWLFDO�6FLHQFH��������������0F*LYHULQJ�� ,��&���0DWKHZV��&��*��.��DQG�6FRWW��:��+����������0DQDJHPHQW�LQ�%ULWDLQ��/LYHUSRRO��/LYHUSRRO�8QLYHUVLW\�3UHVV�0F*XLUH��-��:����������%XVLQHVV�DQG�6RFLHW\��1HZ�<RUN��0F*UDZ�+LOO�0F*XLUH�� -��� 6XQGJUHQ�� $�� DQG� 6FKQHHZHLV�� 7�� �������� &RUSRUDWH� VRFLDO� UHVSRQVLELOLW\� DQG� ILUP�ILQDQFLDO�SHUIRUPDQFH��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ������'HFHPEHU���������0F.HH��$��-��-U���%HOO��7��%��DQG�%RDWVPDQ��-��5����������0DQDJHPHQW�SUHIHUHQFHV�RYHU�DFFRXQWLQJ�VWDQGDUGV��$�UHSOLFDWLRQ�DQG�DGGLWLRQDO�WHVWV��7KH�$FFRXQWLQJ�5HYLHZ������2FWREHU���������0F/HQQDQ�� *�� �������� &DSLWDOLVW� VWDWH� RU� GHPRFUDWLF� SROLW\"� 5HFHQW� GHYHORSPHQWV� LQ�0DU[LVW� DQG�SOXUDOLVW� WKHRU\�� LQ�0F/HQQDQ��*���+HOG��'�� DQG�+DOO��6�� �HGV����7KH� ,GHD�RI� WKH�0RGHUQ�6WDWH��0LOWRQ�.H\QHV��2SHQ�8QLYHUVLW\�3UHVV�0F/HQQDQ��*����������3OXUDOLVP��%XFNLQJKDP��2SHQ�8QLYHUVLW\�3UHVV�0F0LFKDHO��$��-����������3ODQHWDU\�2YHUORDG��*OREDO�(QYLURQPHQWDO�&KDQJH�DQG�WKH�+HDOWK�RI�WKH�+XPDQ�6SHFLHV��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV�0F0DQXV�� -�� &�� �������� 7KH� FRVWV� RI� DOWHUQDWLYH� HFRQRPLF� RUJDQL]DWLRQV�� &DQDGLDQ� -RXUQDO� RI�(FRQRPLFV������������0F0RQQLHV�� 3�� 1�� �HG��� �������� 0DNLQJ� &RUSRUDWH� 5HSRUWV� 9DOXDEOH�� /RQGRQ�� 7KH� ,QVWLWXWH� RI�&KDUWHUHG�$FFRXQWDQWV�RI�6FRWODQG��,&$6��DQG�.RJDQ�3DJH�0F1LFKROV��0��DQG�:LOVRQ��*����������(YLGHQFH�RI�HDUQLQJV�PDQDJHPHQW�IURP�WKH�SURYLVLRQ�RI�EDG�GHEWV��-RXUQDO�RI�$FFRXQWLQJ�5HVHDUFK������6XSSOHPHQW�� �����0F4XDLO��'����������0DVV�&RPPXQLFDWLRQ�7KHRU\��$Q�,QWURGXFWLRQ��6HFRQG�(GLWLRQ��%HYHUO\�+LOOV��&$��6DJH�0DFGRQDOG��1�� ��������7KH�QHHGV�DQG�H[SHFWDWLRQV�RI�XVHUV�RI� ILQDQFLDO�UHSRUWV� � ,V� WKH�DFFRXQWDQF\�SURIHVVLRQ� UHVSRQGLQJ� UHVSRQVLEO\"�� SDSHU� SUHVHQWHG� DW� WKH� 1,95$� ���� &HQWHQDU\� &RQIHUHQFH�³3HRSOH�IRU�3HRSOH´��$PVWHUGDP��0D\������0DGLVRQ��-����������7KH�)HGHUDOLVW�3DSHUV��1HZ�<RUN��'RXEOHGD\�0DKDSDWUD��6����������,QYHVWRU�UHDFWLRQ�WR�FRUSRUDWH�VRFLDO�UHSRUWLQJ��-RXUQDO�RI�%XVLQHVV�)LQDQFH�DQG�$FFRXQWLQJ���������������0DKRQH\�� 5�� -�� �������� 6KDUHKROGHUV�� VWDNHKROGHUV�� DQG� HQOLJKWHQHG� VHOI�LQWHUHVW�� %XVLQHVV� 	� WKH�&RQWHPSRUDU\�:RUOG��,;������������0DLWODQG�� ,�� �������� 7KH� PRUDOLW\� RI� WKH� FRUSRUDWLRQ�� $Q� HPSLULFDO� RU� QRUPDWLYH� GLVDJUHHPHQW"��%XVLQHVV�(WKLFV�4XDUWHUO\���������������0DORQH��'���)ULHV��&�� DQG� -RQHV��7�� ��������$Q�(PSLULFDO� ,QYHVWLJDWLRQ�RI� WKH�([WHQW�RI�&RUSRUDWH�)LQDQFLDO�'LVFORVXUH�LQ�WKH�2LO�DQG�*DV�,QGXVWU\��-RXUQDO�RI�$FFRXQWLQJ��$XGLWLQJ��DQG�)LQDQFH���������������0DOWE\�� -� �������� 6HWWLQJ� LWV� RZQ� VWDQGDUGV� DQG� PHHWLQJ� WKRVH� VWDQGDUGV�� YROXQWDULVP� YHUVXVUHJXODWLRQ�LQ�HQYLURQPHQWDO�UHSRUWLQJ��%XVLQHVV�6WUDWHJ\�DQG�WKH�(QYLURQPHQW��������������0DQJRV��1��DQG�/HZLV��1����������$�VRFLR�HFRQRPLF�SDUDGLJP�IRU�DQDO\VLQJ�PDQDJHUV¶ DFFRXQWLQJ�FKRLFH�EHKDYLRXU��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO��������������0DQQ��0�� �������� 7KH� VRFLDO� FRKHVLRQ� RI� OLEHUDO� GHPRFUDF\�� LQ� *LGGHQV�� $�� DQG�+HOG�� '�� �HGV����&ODVVHV��3RZHU�DQG�&RQIOLFW��/RQGRQ��0DFPLOODQ�0DQQH��+��*����������0HUJHUV�DQG� WKH�PDUNHW� IRU�FRUSRUDWH�FRQWURO��-RXUQDO�RI�3ROLWLFDO�(FRQRP\�������� ��������0DQQH��+��*����������2XU�WZR�FRUSRUDWH�V\VWHPV��ODZ�DQG�HFRQRPLFV��9LUJLQLD�/DZ�5HYLHZ�������������0DQQKHLP��.����������(VVD\V�RQ�WKH�6RFLRORJ\�RI�.QRZOHGJH��/RQGRQ� 5RXWHOHGJH�	�.HJDQ�3DXO�0DUFK��-��*��DQG�6LPRQ��+��$����������2UJDQL]DWLRQV��1HZ�<RUN��-RKQ�:LOH\�	�6RQV�
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���

0DUFXV��$��$�� DQG�*RRGPDQ��5�� 6�� ��������9LFWLPV� DQG� VKDUHKROGHUV��7KH� GLOHPPD�RI� SUHVHQWLQJ�FRUSRUDWH�SROLF\�GXULQJ�D�FULVLV��$FDGHP\�RI�0DQDJHPHQW -RXUQDO�����������������0DUFXV�� $�� $�� DQG� .DXIPDQ�� $�� �������� 7KH� FRQWLQXHG� H[SDQVLRQ� RI� WKH� FRUSRUDWH� SXEOLF� DIIDLUV�IXQFWLRQ��%XVLQHVV�+RUL]RQV��0DUFK��������0DUFXVH��+����������5HDVRQ�DQG�5HYROXWLRQ��+HJHO�DQG�WKH�ULVH�RI�VRFLDO�WKHRU\��/RQGRQ��5RXWHOHGJH�	�.HJDQ�3DXO�0DUFXVH��+����������2QH�'LPHQVLRQDO�0DQ��6WXGLHV�LQ�WKH�LGHRORJ\�RI�DGYDQFHG�LQGXVWULDO�VRFLHW\��/RQGRQ��5RXWHOHGJH�	�.HJDQ�3DXO0DUFXVH��+����������$Q�(VVD\�LQ�/LEHUDWLRQ��/RQGRQ��$OOHQ�/DQH�7KH�3HQJXLQ�3UHVV�0DUJOLQ��6��$����������:KDW�GR�ERVVHV�GR"�± 7KH�2ULJLQV�DQG�)XQFWLRQV�RI�+LHUDUFK\�LQ�&DSLWDOLVW�3URGXFWLRQ��5HYLHZ�RI�5DGLFDO�3ROLWLFDO�(FRQRPLFV��6XPPHU���������0DUNXV��0��/��DQG�3IHIIHU�� -�� ��������3RZHU�DQG� WKH�GHVLJQ�DQG� LPSOHPHQWDWLRQ�RI�DFFRXQWLQJ�DQG�FRQWURO�V\VWHPV��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\�����������������0DUTXqV��(����������6RFLDO��RU�6RFLHWDO��$FFRXQWLQJ��LQ�8QLRQ�(XURSpHQQH�GHV�([SHUWV�&RPSWDEOHV�(FRQRPLTXHV� HW� )LQDQFLHUV� �8(&���(QWHULQJ� WKH���¶V��:RUNLQJ�3DSHUV�RI� WKH� ,9WK�8(&�6WXG\�&RQIHUHQFH��������6HSWHPEHU�������$PVWHUGDP��1HGHUODQGV�,QVWLWXXW�YDQ�5HJLVWHU�$FFRXQWDQWV��1,Y5$���������0DUULV��5����������7KH�(FRQRPLF�7KHRU\�RI�µ0DQDJHULDO¶�&DSLWDOLVP��/RQGRQ��0DFPLOODQ�0DUULV��5��DQG�0XHOOHU��'��&����������7KH�FRUSRUDWLRQ��FRPSHWLWLRQ��DQG�WKH�LQYLVLEOH KDQG��-RXUQDO�RI�(FRQRPLF�/LWHUDWXUH������������0DUWLQ��,����������&XOWXUHV�LQ�RUJDQL]DWLRQ��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�0DVRQ��(��6����������7KH�DSRORJLHV�RI�µPDQDJHULDOLVP¶��-RXUQDO�RI�%XVLQHVV�����������0DVRQ��5��2����������'LVFXVVLRQ�RI�WKH�UROHV�RI�DFFRXQWLQJ�LQ�RUJDQL]DWLRQV�DQG�VRFLHW\��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\��������������0DVRQ��5��DQG�0LWURII��,����������&KDOOHQJH�6WUDWHJLF�3ODQQLQJ�$VVXPSWLRQV��1HZ�<RUN��1<��-RKQ�:LOH\�	�6RQV�0DVWHUPDQ��0����������7KH�1DWXUH�RI�D�3DUDGLJP��LQ�/DNDWRV��,��DQG�0XVJUDYH��$���HGV����&ULWLFLVP�DQG�WKH�*URZWK�RI�.QRZOHGJH��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV��&83���������0DWKHZV��%��&����������$�VWXG\�RI�D�1HZ�<RUN�GDLO\��,QGHSHQGHQW�����������0DWKHZV�� 0�� 5�� �������� $� VXJJHVWHG� FODVVLILFDWLRQ� IRU� VRFLDO� DFFRXQWLQJ� UHVHDUFK�� -RXUQDO� RI�$FFRXQWLQJ�DQG�3XEOLF�3ROLF\����������������0DWKHZV��0��5����������7KH�FDVH�IRU�VRFLDO�DFFRXQWLQJ��$FFRXQWLQJ�)RUXP������� ������0DWKHZV�� 0�� 5�� �����D��� 7KH� LPSOHPHQWDWLRQ� RI� WKH� LQWHUSUHWLYH� SDUDGLJP�� SKLORVRSKLFDO� EDVHV�XQGHUO\LQJ�VRFLDO�DFFRXQWLQJ��$FFRXQWLQJ�)RUXP���������������0DWKHZV�� 0�� 5�� �����E��� 6RFLDO� UHVSRQVLELOLW\� DFFRXQWLQJ� GLVFORVXUH� DQG� LQIRUPDWLRQ� FRQWHQW� IRU�VKDUHKROGHUV�� $� FRPPHQW� RQ� ³5HVHDUFKLQJ� WKH� LQIRUPDWLRQ� FRQWHQW� RI� VRFLDO� UHVSRQVLELOLW\�GLVFORVXUHV¶�E\�%RRWK��0RRUHV�DQG�0F1DPDUD´��%ULWLVK�$FFRXQWLQJ�5HYLHZ���������������0DWKHZV��0��5����������$�OLPLWHG�UHYLHZ�RI�WKH�JUHHQ�DFFRXQWLQJ�OLWHUDWXUH��$FFRXQWLQJ�$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO���������������0DWKHZV��0��5����������6RFLDOO\�5HVSRQVLEOH�$FFRXQWLQJ��/RQGRQ��&KDSPDQ�	�+DOO�0DWKHZV��0��5����������7ZHQW\�ILYH�\HDUV�RI�VRFLDO�DQG�HQYLURQPHQWDO�DFFRXQWLQJ�UHVHDUFK��,V�WKHUH�D�VLOYHU�MXELOHH�WR�FHOHEUDWH"�$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO�����������������0DWKHZV�0��5��DQG�3HUHUD��0��+��%���������$FFRXQWLQJ�7KHRU\�DQG�'HYHORSPHQW��/RQGRQ��&KDSPDQ�+DOO�0DWWHVVLFK��5����������2Q�WKH�HYROXWLRQ�RI�WKHRU\�FRQVWUXFWLRQ��D�SHUVRQDO�DFFRXQW��$FFRXQWLQJ�DQG�%XVLQHVV�5HVHDUFK�������$����������0DWWHVVLFK�� 5�� �����D��� 7KH� VFLHQWLILF� DSSURDFK� WR� DFFRXQWLQJ�� LQ� 0DWWHVVLFK�� 5�� �HG���� 0RGHUQ�$FFRXQWLQJ�5HVHDUFK��+LVWRU\��6XUYH\�DQG�*XLGH��9DQFRXYHU��&DQDGD��7KH�&DQDGLDQ�&HUWLILHG�*HQHUDO�$FFRXQWDQWV¶�5HVHDUFK�)RXQGDWLRQ�������
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���

0DWWHVVLFK��5�������E���2Q�WKH�HYROXWLRQ�RI�WKHRU\�FRQVWUXFWLRQ��D�SHUVRQDO�DFFRXQW��LQ�0DWWHVVLFK��5���HG����0RGHUQ�$FFRXQWLQJ�5HVHDUFK��+LVWRU\��6XUYH\�	�*XLGH��9DQFRXYHU��&DQDGD��7KH�&DQDGLDQ�&HUWLILHG�*HQHUDO�$FFRXQWDQWV¶�5HVHDUFK�)RXQGDWLRQ��������0DXQGHUV��.��7����������6RFLDO�UHSRUWLQJ�DQG�WKH�HPSOR\PHQW�UHSRUW��LQ�7RQNLQ��'��-��DQG�6NHUUDWW��/��&��/���HGV����)LQDQFLDO�5HSRUWLQJ��������������������/RQGRQ��,&$(:�0DXQGHUV��.��7����������6RFLDO�UHSRUWLQJ�DQG�WKH�HPSOR\PHQW�UHSRUW��LQ�7RQNLQ�'��-��DQG�6NHUUDWW��/��&��/���HGV����)LQDQFLDO�5HSRUWLQJ��������������������/RQGRQ��,&$(:�0DXQGHUV��.��7��DQG�%XUULWW��5��/����������$FFRXQWLQJ�DQG�WKH�HFRORJLFDO�FULVLV��$FFRXQWLQJ�$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO�������������0DXQGHUV��.��7�� DQG�)ROH\��%�� -�� �������� ,QIRUPDWLRQ� GLVFORVXUH� DQG� WKH� UROH� RI� WKH� DFFRXQWDQW� LQ�FROOHFWLYH�EDUJDLQLQJ�± VRPH�FRPPHQWV��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\��������������0DXUHU��-��*����������5HDGLQJV�LQ�2UJDQL]DWLRQ�7KHRU\��2SHQ�6\VWHPV�$SSURDFKHV��1HZ�<RUN��1<��5DQGRP�+RXVH�0DXW]��5��.��DQG�6KDUDI��+��$����������7KH�3KLORVRSK\�RI�$XGLWLQJ��6DUDVRWD��$PHULFDQ�$FFRXQWLQJ�$VVRFLDWLRQ��$$$��0D[ZHOO��6����������7KH�ULVH�RI�WKH�HQYLURQPHQWDO�DXGLW��$FFRXQWDQF\� -XQH��������0D[ZHOO��6��5��DQG�0DVRQ��$��.����������6RFLDO�5HVSRQVLELOLW\�DQG�&DQDGD¶V�/DUJHVW�&RUSRUDWLRQV��,QWHUQDWLRQDO� &HQWUH� IRU� 5HVHDUFK� LQ�$FFRXQWLQJ� �,&5$��2FFDVLRQDO�5HVHDUFK� 3DSHU� ��� ,&5$��8QLYHUVLW\�RI�/DQFDVWHU�0D\HU��+����������3RZHU�DQG�WKH�SUHVV��0XUGRFK�8QLYHUVLW\�1HZV��������0XUGRFK�8QLYHUVLW\�0D\KHZ��1�� �������� )DGLQJ� WR�*UH\�� WKH� XVH� DQG� DEXVH� RI� FRUSRUDWH� H[HFXWLYHV¶� µUHSUHVHQWDWLRQDO�SRZHU¶�� LQ�:HOIRUG�� 5�� �HG���+LMDFNLQJ� (QYLURQPHQWDOLVP�� &RUSRUDWH� UHVSRQVH� WR� VXVWDLQDEOH�GHYHORSPHQW��/RQGRQ��(DUWKVFDQ��������0D\R��(����������7KH�+XPDQ�3UREOHPV�RI�DQ�,QGXVWULDO�&LYLOLVDWLRQ��1HZ�<RUN��0DFPLOODQ�0D]H\��6��3��DQG�5LFKDUGVRQ��-��-����������,QWHUHVW�JURXSV�LQ�WKH�(XURSHDQ�&RPPXQLW\��LQ�5LFKDUGVRQ��-��-���HG����3UHVVXUH�*URXSV��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV����������0HDGRZV��'��+���0HDGRZV��'��/���5DQGHUV��-��DQG�%HKUHQV��:��:����������7KH�/LPLWV�WR�*URZWK��D�UHSRUW�RI�WKH�&OXE�RI�5RPH¶V�SURMHFW�RQ�WKH�SUHGLFDPHQW�RI�PDQNLQG��/RQGRQ��3DQ�%RRNV�0HDGRZV��'��+���0HDGRZV��'��/��DQG�5DQGHUV��-����������%H\RQG�WKH�/LPLWV��*OREDO�&ROODSVH�RU�D�6XVWDLQDEOH�)XWXUH��/RQGRQ��(DUWKVFDQ�0HFNOLQJ��:��+����������9DOXHV�DQG�WKH�FKRLFH�RI�WKH�PRGHO�RI�WKH�LQGLYLGXDO�LQ�WKH�VRFLDO�VFLHQFHV��5HYXH�6ZLVVH�G¶(FRQRPLF�3ROLWLTXH�HW�GH�6WDWLVWLTXH��'HFHPEHU���������0HGDZDU��&����������7KH�VRFLDO�DXGLW��$�SROLWLFDO�YLHZ��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\���������������0HGDZDU��&����������:KDW�LV�DFFRXQWDELOLW\"�7KH�$FFRXQWDQWV�0DJD]LQH��1RYHPEHU��������0HHN��*��.��DQG�*UD\��6�� -�� ��������7KH�YDOXH�DGGHG�VWDWHPHQW��DQ� LQQRYDWLRQ� IRU�86�FRPSDQLHV"�$FFRXQWLQJ�+RUL]RQV��-XQH��������0HHN��*��.��DQG�*UD\��6��-����������*OREDOL]DWLRQ RI�VWRFN�PDUNHWV�DQG�IRUHLJQ�OLVWLQJ�UHTXLUHPHQWV��9ROXQWDU\�GLVFORVXUHV�E\�FRQWLQHQWDO�(XURSHDQ�FRPSDQLHV�OLVWHG�RQ�WKH�/RQGRQ�6WRFN�([FKDQJH��-RXUQDO�RI�,QWHUQDWLRQDO�%XVLQHVV�6WXGLHV���������6XPPHU���������0HHN�� *�� .��� 5REHUWV�� &�� DQG� *UD\�� 6�� -�� �������� )DFWRUV� LQIOXHQFLQJ� YROXQWDU\� DQQXDO� UHSRUW�GLVFORVXUHV� E\� 86�� 8.� DQG� &RQWLQHQWDO� (XURSHDQ� PXOWLQDWLRQDO� FRUSRUDWLRQV�� -RXUQDO� RI�,QWHUQDWLRQDO�%XVLQHVV�6WXGLHV����������������0pOLV��+��-����������0LOLHXYHUVODJJHYLQJ��6FULSWLH��5RWWHUGDP��6WLFKWLQJ�0RUHW�)RQGV�0HUFKDQW��&���HG�����������(FRORJ\��.H\�FRQFHSWV�LQ�&ULWLFDO�7KHRU\��(QJOHZRRG�&OLIIV��1HZ�-HUVH\��+XPDQLWLHV�3UHVV�0HUWRQ��5��&�� �������� $� VLPSOH�PRGHO� RI� FDSLWDO�PDUNHW� HTXLOLEULXP�ZLWK� LQFRPSOHWH� LQIRUPDWLRQ��-RXUQDO�RI�)LQDQFH��������������
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���

0HVDURYLF��0��DQG�3HVWHO��(�� ��������0DQNLQG�DW� WKH�7XUQLQJ�3RLQW��6HFRQG�5HSRUW�RI� WKH�&OXE�RI�5RPH��/RQGRQ��+XWFKLQVRQ�0HWULFN��&���HG��������� (QYLURQPHQWDO�3HUIRUPDQFH�LQ�-DSDQ��$�6XUYH\�RI�&RUSRUDWH�(QYLURQPHQWDO�5HSRUW��:DVKLQJWRQ�'&��,QYHVWRU�5HVSRQVLELOLW\�5HVHDUFK�&HQWHU��,55&��0HW]QHU��5����������*UHHQ�3V\FKRORJ\��7UDQVIRUPLQJ�RXU�5HODWLRQVKLS�WR�WKH�(DUWK��5RFKHVWHU��97��,QQHU�7UDGLWLRQV�3UHVV�0H]QDU�� 0�� %�� DQG� 1LJK�� '�� �������� %XIIHU� RU� EULGJH"�� (QYLURQPHQWDO� DQG� RUJDQL]DWLRQDO�GHWHUPLQDQWV� RI� SXEOLF� DIIDLUV� DFWLYLWLHV� LQ�$PHULFDQ� ILUPV��$FDGHP\� RI�0DQDJHPHQW� -RXUQDO����������������0LOHV��5��+����������0DFUR�2UJDQL]DWLRQDO�%HKDYLRU� *OHQYLHZ��,/��6FRWW��)RUHVPDQ�0LOHV��5��+����������&RIILQ�1DLOV�DQG�&RUSRUDWH�6WUDWHJ\� (QJOHZRRG�&OLIIV��1HZ�-HUVH\��3UHQWLFH�+DOO�0LOHV��5��+�� ��������0DQDJLQJ� WKH�&RUSRUDWH�6RFLDO�(QYLURQPHQW��(QJOHZRRG�&OLIIV��1HZ�-HUVH\��3UHQWLFH�+DOO�0LOJURP�� 3�� �������� *RRG� QHZV� DQG� EDG� QHZV�� 5HSUHVHQWDWLRQ� WKHRUHPV� DQG� DSSOLFDWLRQV�� %HOO�-RXUQDO�RI�(FRQRPLFV�DQG�0DQDJHPHQW�6FLHQFH�������������0LOJURP�� 3�� DQG� 5REHUWV�� -�� �������� (FRQRPLF� WKHRULHV� RI� WKH� )LUP�� 3DVW�� 3UHVHQW�� DQG� )XWXUH��&DQDGLDQ�-RXUQDO�RI�(FRQRPLFV����������������0LOLEDQG��5�� ��������7KH�6WDWH� LQ�&DSLWDOLVW�6RFLHW\��$Q�$QDO\VLV�RI� WKH�:HVWHUQ�6\VWHP�RI�3RZHU��/RQGRQ��4XDUWHW�%RRNV0LOO�� -�� 6�� �������� 3ULQFLSOHV� RI� 3ROLWLFDO� (FRQRP\� ZLWK� 6RPH� RI� 7KHLU� $SSOLFDWLRQV� WR� 6RFLDO�3KLORVRSK\��/RQGRQ��-RKQ�:��3DUNHU��0LOOHU��0��+��DQG�0RGLJOLDQL��)����������'LYLGHQG�SROLF\��JURZWK�DQG�WKH�YDOXDWLRQ�RI�VKDUHV��-RXUQDO�RI�%XVLQHVV�������������0LOOHU��3����������$FFRXQWLQJ�DV�D�VRFLDO�DQG�LQVWLWXWLRQDO�SUDFWLFH��$Q�LQWURGXFWLRQ��LQ�+RSZRRG��$��*��DQG�0LOOHU��3���HGV���$FFRXQWLQJ�DV�6RFLDO�DQG�,QVWLWXWLRQDO�3UDFWLFH��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV������0LOQH� &�� '�� $�� �������� (QYLURQPHQWDO� DFFRXQWDELOLW\�� 1HZ� =HDODQG¶V� H[SHULHQFH�� 6RFLDO� DQG�(QYLURQPHQWDO�$FFRXQWLQJ��������������0LOQH�� 0�� -�� DQG� $GOHU�� 5�� :�� �������� ([SORULQJ� WKH� UHOLDELOLW\� RI� VRFLDO� DQG� HQYLURQPHQWDO�GLVFORVXUHV�FRQWHQW�DQDO\VLV��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO�������� �������0LOQH��0��-��DQG�3DWWHQ��'��0����������6HFXULQJ�RUJDQL]DWLRQDO�OHJLWLPDF\��$Q�H[SHULPHQWDO�GHFLVLRQ�FDVH�H[DPLQLQJ�WKH�LPSDFW�RI�HQYLURQPHQWDO�GLVFORVXUHV��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO�������� ��������0LOOPDQ��'����������:D\�RI�WKH�3HDFHIXO�:DUULRU��7LEXURQ��&DOLIRUQLD��+��-��.UDPHU�0LOOV�� 3�� $�� �������� $JHQF\�� DXGLWLQJ� DQG� WKH� XQUHJXODWHG� HQYLURQPHQW�� VRPH� IXUWKHU� KLVWRULFDO�HYLGHQFH��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO������� ������0LQLVWHULH� YDQ� 9RONVJH]RQGKHLG�� 5XLPWHOLMNH� 2UGHQLQJ� HQ� 0LOLHX� �9520�� �'XWFK� 0LQLVWU\� RI�+RXVLQJ��6SDWLDO�3ODQQLQJ�DQG�(QYLURQPHQW����������%HGULMIVLQWHUQH�PLOLHX]RUJ��¶V�*UDYHQKDJH��9520�0LQLVWU\� RI� WKH� (QYLURQPHQW�� *RYHUQPHQW� RI� -DSDQ� �����D��� (QYLURQPHQWDO� 5HSRUWLQJ�*XLGHOLQHV��)LVFDO�<HDU������9HUVLRQ���*XLGDQFH� IRU�3XEOLVKLQJ�(QYLURQPHQWDO�5HSRUWLQJ��(QYLURQPHQWDO�3ROLF\�%XUHDX��0LQLVWU\�RI�WKH�(QYLURQPHQW��*RYHUQPHQW�RI�-DSDQ��7RN\R��)HEUXDU\������0LQLVWU\�RI�WKH�(QYLURQPHQW��*RYHUQPHQW�RI�-DSDQ������E���(QYLURQPHQWDO�3HUIRUPDQFH�,QGLFDWRUV�IRU� %XVLQHVV� �)LVFDO� <HDU� ����� 9HUVLRQ��� (QYLURQPHQWDO� 3ROLF\� %XUHDX�� 0LQLVWU\� RI� WKH�(QYLURQPHQW��*RYHUQPHQW�RI�-DSDQ��7RN\R��)HEUXDU\������0LQW]EHUJ��+����������7KH�FDVH�IRU�FRUSRUDWH�VRFLDO�UHVSRQVLELOLW\��7KH�-RXUQDO�RI�%XVLQHVV�6WUDWHJ\������� �����
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0LWFKHOO��5��.���$JOH��%��5��DQG�:RRG��'��-����������7RZDUG�D�WKHRU\�RI�VWDNHKROGHU�LGHQWLILFDWLRQ�DQG� VDOLHQFH��'HILQLQJ� WKH� SULQFLSOH� RI�ZKR� DQG�ZKDW� UHDOO\� FRXQWV��$FDGHP\� RI�0DQDJHPHQW�5HYLHZ����������������0LWQLFN��%����������7KH�VWUDWHJLF�XVHV�RI�UHJXODWLRQ�± DQG�GHUHJXODWLRQ��%XVLQHVV�+RUL]RQV�������� ������0LWURII��,����������6WDNHKROGHU�DQG�WKH�2UJDQL]DWLRQDO�0LQG��6DQ�)UDQFLVFR��-RVVH\�%DVV�0REOH\��6��&����������7KH�FKDOOHQJHV�RI�VRFLR�HFRQRPLF DFFRXQWLQJ��7KH�$FFRXQWLQJ�5HYLHZ���������������0RGLJOLDQL�� )�� DQG�0LOOHU��0��+�� ��������7KH�FRVWV�RI� FDSLWDO�� FRUSRUDWH� ILQDQFH�DQG� WKH� WKHRU\�RI�LQYHVWPHQW��6RPH�HVWLPDWHV��$PHULFDQ�(FRQRPLF�5HYLHZ�������������0RKDPHG��$�DQG�+LOO��:��<����������(QYLURQPHQWDO�GLVFORVXUHV�LQ�8.�DQQXDO�UHSRUWV���UH�WHVWLQJ�WKH�LQIOXHQFH� RI� FRPSDQ\� VL]H� DQG� LQGXVWULDO� VHQVLWLYLW\�� :RUNLQJ� SDSHU�� *ODVJRZ� &DOHGRQLDQ�8QLYHUVLW\�0RKU��/����������([SODLQLQJ�2UJDQL]DWLRQDO�%HKDYLRU��6DQ�)UDQFLVFR��-RVVH\�%DVV�0RQHYD�� -�� 0�� DQG /OHQD�� )�� �������� (QYLURQPHQWDO� GLVFORVXUHV� LQ� WKH� DQQXDO� UHSRUWV� RI� ODUJH�FRPSDQLHV�LQ�6SDLQ��(XURSHDQ�$FFRXQWLQJ�5HYLHZ�������������0RQVRQ�� 5�� -�� DQG� 'RZQV�� $�� �������� $� WKHRU\� RI� ODUJH� PDQDJHULDO� ILUPV�� -RXUQDO� RI� 3ROLWLFDO�(FRQRP\����� �������0RRQLW]��0�� �������� 7KH� %DVLF� 3RVWXODWHV� RI� $FFRXQWLQJ��$FFRXQWLQJ�5HVHDUFK� 6WXG\�1R����1HZ�<RUN��$,&3$�0RRQLW]�� 0�� �������� 2EWDLQLQJ� DJUHHPHQW� RQ� VWDQGDUGV�� 6WXGLHV� LQ� $FFRXQWLQJ� 5HVHDUFK� 1R�� ��6DUDVRWD��)ORULGD��$PHULFDQ�$FFRXQWLQJ�$VVRFLDWLRQ�0RRUH��0����������6WXSLG�:KLWH�0HQ��/RQGRQ��3HQJXLQ�0RRUH��7����������7KH�(FRORJ\�RI�/LIH��5HVXUJHQFH�������-XO\�$XJXVW����0RUHW�(UQVW�	�<RXQJ���������0LOLHX�HQ�RQGHUQHPLQJ��5RWWHUGDP��0RUHW�(UQVW�	�<RXQJ�0RUH\�� 1�� &�� DQG� /XWKDQV�� )�� �������� $Q� HPLF SHUVSHFWLYH� DQG� HWKQRVFLHQFH� PHWKRGV� IRU�RUJDQL]DWLRQDO�UHVHDUFK��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ��������������0RUJDQ��*����������3DUDGLJPV��PHWDSKRUV�DQG�SX]]OH�VROYLQJ�LQ�RUJDQL]DWLRQDO�WKHRU\��$GPLQLVWUDWLYH�6FLHQFH�4XDUWHUO\�������������0RUJDQ��*�������D���6RFLDO�VFLHQFH�DQG�DFFRXQWLQJ�UHVHDUFK��$�FRPPHQWDU\�RQ�7RPNLQV�DQG�*URYHV��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\��������������0RUJDQ��*���HG��������E���%H\RQG�PHWKRG��6WUDWHJLHV�IRU�6RFLDO�5HVHDUFK��%HYHUO\�+LOOV��&$��6DJH�0RUJDQ��*����������,PDJHV�RI�2UJDQL]DWLRQ��/RQGRQ��6DJH�0RUJDQ��*����������$FFRXQWLQJ�DV�UHDOLW\�FRQVWUXFWLRQ��7RZDUGV�D�QHZ�HSLVWHPRORJ\�IRU�DFFRXQWLQJ�SUDFWLFH��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\����������������0RUJDQ�� *�� DQG� 6PLUFLFK�� /�� �������� 7KH� FDVH� IRU� TXDOLWDWLYH� UHVHDUFK�� $FDGHP\� RI�0DQDJHPHQW�5HYLHZ�������������0RVHU�� &�� $�� DQG� .DOWRQ�� *�� �������� 6XUYH\� 0HWKRGV� LQ� 6RFLDO� ,QYHVWLJDWLRQV�� 6HFRQG� (GLWLRQ��/RQGRQ��+HLQHPDQQ�(GXFDWLRQDO�%RRNV�0RVNRZLW]��0��5����������&KRRVLQJ�VRFLDOO\�UHVSRQVLEOH�VWRFNV��%XVLQHVV�DQG�6RFLHW\�5HYLHZ���� �����0RVNRZLW]��0��5����������3URILOHV�LQ�FRUSRUDWH�UHVSRQVLELOLW\��%XVLQHVV�DQG�6RFLHW\�5HYLHZ����� ������0RVVLQ��-����������(TXLOLEULXP�LQ�D�&DSLWDO�$VVHW�0DUNHW��(FRQRPHWULFD��2FWREHU���������0RVW��.��6����������&RUSRUDWH�VRFLDO�UHSRUWLQJ�± µPRGHO¶�UHSRUW�E\�'HXWVFKH�6KHOO� $FFRXQWDQW��������������0RXFN�� 7�� �������� 7KH� 5KHWRULF� RI� 6FLHQFH� DQG� WKH� 5KHWRULF� RI� 5HYROW� LQ� WKH� µ6WRU\¶� RI� 3RVLWLYH�$FFRXQWLQJ�7KHRU\� $FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO��������������
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0XHOOHU��'��&����������3XEOLF�FKRLFH��D�VXUYH\��-RXUQDO�RI�(FRQRPLF�/LWHUDWXUH��������������0XOOHU�5RPPHO��)����������1HZ�3ROLWLFV�LQ�:HVWHUQ�(XURSH��7KH�5LVH�DQG�6XFFHVV�RI�*UHHQ�3ROLWLFV�DQG�$OWHUQDWLYH�/LVWV��%RXOGHU��&2��:HVWYLHZ�3UHVV�0XUUD\��$���6LQFODLU��'���3RZHU��'��DQG�*UD\��5����������'R�ILQDQFLDO�PDUNHWV�FDUH�DERXW�VRFLDO�DQG�HQYLURQPHQWDO�GLVFORVXUH"�)XUWKHU�HYLGHQFH�DQG�H[SORUDWLRQ�IURP�WKH�8.��XQSXEOLVKHG�ZRUNLQJ�SDSHU�� GUDIW� �%� $XJXVW� ������KWWS���ZZZ�JOD�DF�XN�GHSDUWPHQWV�DFFRXQWLQJ�FVHDU�VWXGHQWUHVRXUFHV�0\HUV��6��&����������'HWHUPLQDQWV�RI�FRUSRUDWH�ERUURZLQJ��-RXUQDO�RI�)LQDQFLDO�(FRQRPLFV���� ��������1DGHU��5����������&RUSRUDWH�GLVFORVXUH��7KH�SXEOLF�ULJKW�WR�NQRZ��-RXUQDO�RI�&RQWHPSRUDU\�%XVLQHVV��:LQWHU��������1DHVV��$����������7KH�VKDOORZ�DQG�WKH�GHHS��ORQJ�UDQJH�HFRORJ\�PRYHPHQW��$�VXPPDU\��,QTXLU\��������������1DHVV��$����������$�GHIHQFH�RI�WKH�GHHS�HFRORJ\�PRYHPHQW��(QYLURQPHQWDO�(WKLFV���������������1DJHO�� (�� �������� $VVXPSWLRQV� LQ� HFRQRPLF� WKHRU\�� $PHULFDQ� (FRQRPLF� 5HYLHZ�� 6XSSOHPHQWDU\�9ROXPH�����������1DUYHU�� -��&�� ��������5DWLRQDO�PDQDJHPHQW� UHVSRQVHV� WR�H[WHUQDO�HIIHFWV��$FDGHP\�RI�0DQDJHPHQW�-RXUQDO�������������1lVL�� -�� �HG��� �����D���3UHIDFH� WR�8QGHUVWDQGLQJ�6WDNHKROGHU�7KLQNLQJ��1lVL�� -� �HG���������+HOVLQNL��/65�3XEOLFDWLRQV�1lVL��-�������E���:KDW�LV�VWDNHKROGHU�WKLQNLQJ"�$�VQDSVKRW�RI�D�VRFLDO�WKHRU\�RI�WKH�ILUP��LQ�1lVL��-��HG����8QGHUVWDQGLQJ�6WDNHKROGHU�7KLQNLQJ���������+HOVLQNL��/65�3XEOLFDWLRQV�1lVL�� -��� 1lVL�� 6��� 3KLOOLSV�� 1�� DQG� =\JOLGRSRORXV�� 6�� �������� 7KH� HYROXWLRQ� RI� FRUSRUDWH� VRFLDO�UHVSRQVLYHQHVV� %XVLQHVV�	�6RFLHW\�����������������1DWLRQDO� $FFRXQWLQJ� $VVRFLDWLRQ� �1$$�� �������� 5HSRUW� RI� WKH� &RPPLWWHH� RQ� $FFRXQWLQJ� IRU�&RUSRUDWH�6RFLDO�3HUIRUPDQFH��0DQDJHPHQW�$FFRXQWLQJ��86���)HEUXDU\��������1DWLRQDDO� 0LOLHXEHOHLGVSODQ �1DWLRQDO� (QYLURQPHQWDO� 3ODQ�� �103�� �������� µV�*UDYHQKDJH�� 6'8�8LWJHYHULM�1DWLRQDDO�0LOLHXEHOHLGVSODQ�3OXV �1DWLRQDO�(QYLURQPHQWDO�3ODQ�3OXV�� �103�SOXV�� ��������7ZHHGH�.DPHU�YHUJDGHULQJ���������QR�������������������1HLOLPR��.�� DQG�1kVL�� -�� �������� 7KH�1RPRWKHWLFDO� $SSURDFK� DQG�%XVLQHVV� 6WXGLHV� LQ�)LQODQG �LQ�)LQQLVK�� WUDQVODWLRQ� RI� WKH� WLWOH� SURYLGHG� E\� .DVDQHQ� HW� DO�� �������� 8QLYHUVLW\� RI� 7DPSHUH��3XEOLFDWLRQV� RI� WKH� 'HSDUWPHQW� RI� %XVLQHVV� $GPLQLVWUDWLRQ� DQG� 3ULYDWH� /DZ�� $��� 5HVHDUFK�UHSRUWV����1HLPDUN�0����������8VLQJ�FRQWHQW�DQDO\VLV�LQ�KLVWRULFDO�UHVHDUFK��$FFRXQWLQJ�+LVWRULDQ
V�1RWHERRN�����������1HLPDUN��0�� ��������0DUJLQDOL]LQJ� WKH� SXEOLF� LQWHUHVW� LQ� DFFRXQWLQJ�� $GYDQFHV� LQ� 3XEOLF� ,QWHUHVW�$FFRXQWLQJ�����L[�[LLL�1HLPDUN�0��'����������7KH�+LGGHQ�'LPHQVLRQV�RI�$QQXDO�5HSRUWV��1HZ�<RUN��1<��0DUNXV�:LHQHU�1HOVRQ�� &�� /�� �������� $� SULRUL� UHVHDUFK� LQ� DFFRXQWLQJ�� LQ� 'RSXFK�� 1�� DQG� 5HYVLQH�� /�� �HGV����$FFRXQWLQJ� 5HVHDUFK� ����������� $� &ULWLFDO� (YDOXDWLRQ�� &KDPSDLJQ�8UEDQD�� ,/�� &HQWHU� IRU�,QWHUQDWLRQDO�(GXFDWLRQ�DQG�5HVHDUFK�LQ�$FFRXQWLQJ��8QLYHUVLW\�RI�,OOLQRLV�1HVV��.��(��DQG�0LU]D��$��0����������&RUSRUDWH�VRFLDO�GLVFORVXUH��D�QRWH�RQ�D�WHVW�RI�DJHQF\�WKHRU\��%ULWLVK�$FFRXQWLQJ�5HYLHZ���������������1HZHOO�*��(���.UHX]H��-��*��DQG�1HZHOO��6��-����������$FFRXQWLQJ�IRU�KD]DUGRXV�ZDVWH��'RHV�\RXU�ILUP�IDFH�SRWHQWLDO�HQYLURQPHQWDO�OLDELOLWLHV"�0DQDJHPHQW�$FFRXQWLQJ��86���0D\��������1HZHOO��3����������*OREDOLVDWLRQ�DQG�WKH�QHZ�SROLWLFV�RI�VXVWDLQDEOH�GHYHORSPHQW��LQ�%HQGHOO��-���HG����7HUPV� IRU� (QGHDUPHQW�� %XVLQHVV� 1*2V� DQG� 6XVWDLQDEOH� 'HYHORSPHQW�� 6KHIILHOG�� *UHHQOHDI�3XEOLVKLQJ��������
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1HZWRQ��/�� ��������$JHQWV� IRU� WKH�7UXO\�*UHHG\�� LQ�%RZLH��1��DQG�)UHHPDQ��5�� �HGV����(WKLFV�DQG�$JHQF\�7KHRU\��$Q�,QWURGXFWLRQ��2[IRUG��283�1HX�� '��� :DUVDPH�� +�� DQG� 3HGZHOO�� .�� �������� 0DQDJLQJ� SXEOLF� LPSUHVVLRQV�� (QYLURQPHQWDO�GLVFORVXUHV�LQ�DQQXDO�UHSRUWV��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\����������������1J��$��<����������*RLQJ�*UHHQ��0RUH�FDXVH�WKDQ FRQFHUQ��$XVWUDOLDQ�&3$��$XJXVW�������1J��'��6����������$Q�LQIRUPDWLRQ�HFRQRPLFV�DQDO\VLV�RI�ILQDQFLDO�UHSRUWLQJ�DQG�H[WHUQDO�DXGLWLQJ��7KH�$FFRXQWLQJ�5HYLHZ��������������1J�� /��:�� �������� 6RFLDO� UHVSRQVLELOLW\� GLVFORVXUHV� RI� VHOHFWHG�1HZ�=HDODQG� FRPSDQLHV� IRU� ����������� DQG� ������ DQ� HPSLULFDO� LQYHVWLJDWLRQ�� 2FFDVLRQDO� 3DSHU� 1R�� ���� 0DVVH\� 8QLYHUVLW\��3DOPHUVWRQ�1RUWK�1HZERXOG�� *�� '�� DQG�:LOVRQ�� .�� :�� �������� $OWHUQDWLYH� PHDVXUHV� RI� FRPSDQ\� VL]H�� $� QRWH� IRU�UHVHDUFKHUV��-RXUQDO�RI�%XVLQHVV�)LQDQFH�DQG�$FFRXQWLQJ��������������1HZPDQ�� -�� &�� DQG� %UHHGDQ�� .�� 0�� �������� 0DQDJLQJ� LQ� WKH� HQYLURQPHQWDO� HUD�� /HVVRQV� IURP�HQYLURQPHQWDO�OHDGHUV��7KH &ROXPELD�-RXUQDO�RI�:RUOG�%XVLQHVV��)DOO�	�:LQWHU���������1LFKROVRQ��0�� ��������7KH�(QYLURQPHQWDO�5HYROXWLRQ��$�*XLGH� IRU� WKH�1HZ�0DVWHUV�RI� WKH�:RUOG�+DUPRQGVZRUWK��0LGGOHVH[��3HQJXLQ�%RRNV�1LNRODL��/���%D]OH\��-��'��DQG�%UXPPHW��5��/����������7KH�0HDVXUHPHQW�RI�&RUSRUDWH�(QYLURQPHQWDO�$FWLYLW\��1HZ�<RUN��1DWLRQDO�$VVRFLDWLRQ�RI�$FFRXQWDQWV�1LVNDOD�� 0�� �������� (QYLURQPHQWDO� DFFRXQWLQJ� LVVXHV� LQ� )LQODQG�� 6RFLDO� DQG� (QYLURQPHQWDO�$FFRXQWLQJ���������������1LVNDOD��0��DQG�1lVL��6����������6WDNHKROGHU�WKHRU\�DV�D�IUDPHZRUN�IRU�DFFRXQWLQJ��LQ�1lVL��-���HG����8QGHUVWDQGLQJ�6WDNHKROGHU�7KLQNLQJ����������+HOVLQNL��/65�3XEOLFDWLRQV�1LVNDOD��0��DQG�3UHWHV��0����������(QYLURQPHQWDO�UHSRUWLQJ�LQ�)LQODQG��D�QRWH�RQ�WKH�XVH�RI�DQQXDO�UHSRUW��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\�����������������1REHV��&��DQG�3DUNHU��5��+����������&RPSDUDWLYH�,QWHUQDWLRQDO�$FFRXQWLQJ��)RXUWK�(GLWLRQ��+HPHO�+HPSVWHDG��3UHQWLFH�+DOO�1RUGOLQJHU�� (�� $�� �������� 2Q� WKH� $XWRQRP\� RI� WKH� 'HPRFUDWLF� 6WDWH� &DPEULGJH�� 0$�� +DUYDUG�8QLYHUVLW\�3UHVV�1RUHHQ�� (�� �������� 7KH� HFRQRPLFV� RI� HWKLFV�� $� QHZ� SHUVSHFWLYH� RQ� DJHQF\� WKHRU\�� $FFRXQWLQJ�2UJDQL]DWLRQV�DQG�6RFLHW\�����������������1RUJDDUG��5��%����������(QYLURQPHQWDO�HFRQRPLFV��$Q�HYROXWLRQDU\�FULWLTXH�DQG�D�SOHD�IRU�SOXUDOLVP��-RXUQDO�RI�(QYLURQPHQWDO�(FRQRPLFV�DQG�0DQDJHPHQW�������������1RUJHV 6WDQGDUGLVHULQJV)RUEXQG �16)�� �1RUZHJLDQ� 6WDQGDUGV� $VVRFLDWLRQ� �������� 16� �����0LOM¡UDSSRUWHULQJ�± 5HWQLQJVOLQMHU �(QYLURQPHQWDO�UHSRUWLQJ�± *XLGHOLQHV���2VOR��1RUZD\��16)�1RUXVLV��0�� -�� DQG� 6366� ,QF�� �������� 6366[�$GYDQFHG� 6WDWLVWLFV�*XLGH��6HFRQG�(GLWLRQ��&KLFDJR��6366�,QF�1\VWURP��3�� DQG�6WDUEXFN��:�� �HGV����+DQGERRN�RI�2UJDQL]DWLRQDO�'HVLJQ��9ROXPHV���DQG��� 1HZ�<RUN��1<��2[IRUG�8QLYHUVLW\�3UHVV�2¶'RQRYDQ��*�������D���0DQDJLQJ�OHJLWLPDF\�WKURXJK�LQFUHDVHG�FRUSRUDWH�HQYLURQPHQWDO�UHSRUWLQJ��$Q�H[SORUDWRU\�VWXG\��,QWHUGLVFLSOLQDU\�(QYLURQPHQWDO�5HYLHZ��������������2¶'RQRYDQ��*�������E���&RUSRUDWH�OHJLWLPDF\�DQG�HQYLURQPHQWDO�UHSRUWLQJ��,GHQWLI\LQJ�WKH�DXGLHQFHV�DQG�FKRRVLQJ�GLVFORVXUH�DSSURDFKHV��ZRUN�LQ�SURJUHVV���,QWHUGLVFLSOLQDU\�(QYLURQPHQWDO�5HYLHZ�±$Q�$QWKRORJ\���������������2¶'RQRYDQ��*�� ��������(QYLURQPHQWDO�GLVFORVXUHV� LQ� WKH�DQQXDO� UHSRUW��([WHQGLQJ� WKH�DSSOLFDELOLW\�DQG�SUHGLFWLYH�SRZHU�RI�OHJLWLPDF\�WKHRU\��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO����������������2¶'Z\HU��%����������&RUSRUDWH�VRFLDO�UHSRUWLQJ�LQ�,UHODQG��/HJLWLPDF\�GHQLHG"�LQ�$FFRXQWLQJ�IRU�7KH�(QYLURQPHQW�� 6HPLQDU� 6HULHV� ������ 50,7� 8QLYHUVLW\�� 6FKRRO� RI� $FFRXQWLQJ� DQG� /DZ��0HOERXUQH��$XVWUDOLD��0D\������
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2¶'Z\HU��%�������D���7KH�6WDWH�RI�&RUSRUDWH�(QYLURQPHQWDO�5HSRUWLQJ�LQ�,UHODQG��$&&$�5HVHDUFK�5HSRUW�1R������/RQGRQ��&HUWLILHG $FFRXQWDQWV�(GXFDWLRQDO�7UXVW�2¶'Z\HU�� %�� �����E��� 7KH� /HJLWLPDF\� RI� $FFRXQWDQWV¶� 3DUWLFLSDWLRQ� LQ� 6RFLDO� DQG� (WKLFDO�$FFRXQWLQJ��$XGLWLQJ�DQG�5HSRUWLQJ��%XVLQHVV�(WKLFV��$�(XURSHDQ�5HYLHZ���������������2¶'Z\HU��%����������0DQDJHULDO�SHUFHSWLRQV�RI�FRUSRUDWH�VRFLDO�GLVFORVXUH� $FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO����������������2¶'Z\HU�� %�� DQG� *UD\�� 5�� �������� &RUSRUDWH� 6RFLDO� 5HSRUWLQJ� LQ� WKH� 5HSXEOLF� RI� ,UHODQG�� $�/RQJLWXGLQDO�6WXG\��,ULVK�$FFRXQWLQJ�5HYLHZ�������������2¶5LRUGDQ��7��DQG�9RLVH\��+���HGV�����������7KH�7UDQVLWLRQ�WR�6XVWDLQDELOLW\��7KH�3ROLWLFV�RI�$JHQGD����LQ�(XURSH��/RQGRQ��(DUWKVFDQ�3XEOLFDWLRQV�2IIH��&����������&RQWUDGLFWLRQV�RI�WKH�:HOIDUH�6WDWH��/RQGRQ��+XWFKLQVRQ�2IIH��&����������'LVRUJDQL]HG�&DSLWDOLVP��&DPEULGJH��3ROLW\�3UHVV�2IIH��&����������0RGHUQLW\�DQG�WKH�6WDWH��(DVW��:HVW��&DPEULGJH��3ROLW\�3UHVV�2JDQ�� 3�� DQG� =LHEDUW�� '�� $�� �������� &RUSRUDWH� UHSRUWLQJ� DQG� WKH� DFFRXQWLQJ� SURIHVVLRQ�� $Q�LQWHUSUHWLYH�SDUDGLJP��-RXUQDO�RI�$FFRXQWLQJ��$XGLWLQJ�	�)LQDQFH����������������2JGHQ��6�� DQG�:DWVRQ��5�� ��������&RUSRUDWH�SHUIRUPDQFH�DQG� VWDNHKROGHU�PDQDJHPHQW��%DODQFLQJ�VKDUHKROGHU�DQG�FXVWRPHU�LQWHUHVWV�LQ�WKH�8.�SULYDWL]HG�ZDWHU�LQGXVWU\��$FDGHP\�RI�0DQDJHPHQW�-RXUQDO����������������2¶/HDU\��7����������2EVHUYDWLRQV�RQ�FRUSRUDWH�ILQDQFLDO�UHSRUWLQJ�LQ�WKH�QDPH�RI�SROLWLFV��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\�������� �������2OLYHU��&����������'HWHUPLQDQWV�RI�LQWHUQDWLRQDOL]DWLRQ�UHODWLRQVKLSV��LQWHJUDWLRQ�DQG�IXWXUH�GLUHFWLRQV�$FDGHP\�RI�0DQDJHPHQW�5HYLHZ����������������2OLYHU��&�� �������� 6WUDWHJLF� UHVSRQVHV� WR� LQVWLWXWLRQDO� SURFHVVHV��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ����������������2SSHQKHLP��$��1����������4XHVWLRQQDLUH�'HVLJQ�DQG�$WWLWXGH�0HDVXUHPHQW��/RQGRQ��+HLQHPDQQ�2UJDQL]DWLRQ�IRU�(FRQRPLF�&R�RSHUDWLRQ�DQG�'HYHORSPHQW �2(&'� �����D�� 3ULQFLSOHV�RI�&RUSRUDWH�*RYHUQDQFH��3DULV��2(&'�2UJDQL]DWLRQ�IRU�(FRQRPLF�&R�RSHUDWLRQ�DQG�'HYHORSPHQW��2(&'�������E���&RUSRUDWH�JRYHUQDQFH��LPSURYLQJ� FRPSHWLWLYHQHVV� DQG� DFFHVV� WR� JOREDO� FDSLWDO�PDUNHWV��&RUSRUDWH�*RYHUQDQFH�� ���������������$SULO�2[IRUG�8QLYHUVLW\� 3UHVV� �283�� ��������7KH�2[IRUG�'LFWLRQDU\� RI�4XRWDWLRQV��2[IRUG��283�� WKLUG�HGLWLRQ�2ZHQ�� '�� /�� �������� 7RZDUGV� D� WKHRU\� RI� VRFLDO� LQYHVWPHQW�� $� UHYLHZ� HVVD\�� $FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\�������� �������2ZHQ�� '�� /�� �������� 7KH� LPSOLFDWLRQV� RI� FXUUHQW� WUHQGV� LQ� JUHHQ� DZDUHQHVV� IRU� WKH� DFFRXQWLQJ�IXQFWLRQ��DQ� LQWURGXFWRU\�DQDO\VLV�� LQ�2ZHQ��'�/�� �HG����*UHHQ�5HSRUWLQJ��$FFRXQWDQF\�DQG�WKH�&KDOOHQJH�RI�WKH�1LQHWLHV��/RQGRQ��&KDSPDQ�	�+DOO�������2ZHQ�� '�� /�� �������� $� &ULWLFDO� 3HUVSHFWLYH� RQ� WKH� 'HYHORSPHQW� RI� (XURSHDQ� &RUSRUDWH�(QYLURQPHQWDO�$FFRXQWLQJ�DQG�5HSRUWLQJ� LQ�+LEELWW��&��DQG�%ORNGLMN��+���HGV����(QYLURQPHQWDO�$FFRXQWLQJ�DQG�6XVWDLQDEOH�'HYHORSPHQW��7KH�)LQDO�5HSRUW��$PVWHUGDP��/LPSHUJ�,QVWLWXXW��������2ZHQ� '�� *UD\�� 5�� DQG� 0DXQGHUV�� .�� �������� 5HVHDUFKLQJ� WKH� LQIRUPDWLRQ� FRQWHQW� RI� VRFLDO�UHVSRQVLELOLW\�GLVFORVXUH��D�FRPPHQW��%ULWLVK�$FFRXQWLQJ�5HYLHZ����������������2ZHQ�'��/��+XPSKUH\��&��DQG�/HZLV��/����������6RFLDO�DQG�(QYLURQPHQWDO�$FFRXQWLQJ�(GXFDWLRQ�LQ�%ULWLVK�8QLYHUVLWLHV��&HUWLILHG�5HVHDUFK�5HSRUW�1R�����/RQGRQ��$&&$�2ZHQ��'��/��DQG�6ZLIW��7��$����������6RFLDO�DFFRXQWLQJ��DXGLWLQJ�DQG�UHSRUWLQJ��%H\RQG�WKH�UKHWRULF��%XVLQHVV�(WKLFV��$�(XURSHDQ�5HYLHZ�������������
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2ZHQ�� '�� /��� 6ZLIW�� 7��� +XPSKUH\V�� &�� DQG� %RZHUPDQ�� 0�� &�� �������� 7KH� QHZ� VRFLDO� DXGLWV��$FFRXQWDELOLW\�� PDQDJHULDO� FDSWXUH� RU� WKH� DJHQGD� RI� VRFLDO� FKDPSLRQV"��(XURSHDQ� $FFRXQWLQJ�5HYLHZ��������������2ZHQ��'��/���6ZLIW��7��$��DQG�+XQW��.����������4XHVWLRQLQJ� WKH�UROH�RI�VWDNHKROGHU�HQJDJHPHQW LQ�VRFLDO�DQG�HWKLFDO�DFFRXQWLQJ��DXGLWLQJ�DQG�UHSRUWLQJ��$FFRXQWLQJ�)RUXP�����������������3DOORW�� -�� �������� 7KH� OHJLWLPDWH� FRQFHUQ� ZLWK� IDLUQHVV�� $� FRPPHQW�� $FFRXQWLQJ� 2UJDQL]DWLRQV�	�6RFLHW\�������� ������3DQLWFK��/�� ��������6RFLDO�'HPRFUDF\� DQG� ,QGXVWULDO�0LOLWDQF\��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV�3DUNHU�� /��'�� ��������$FFRXQWLQJ� IRU� FRUSRUDWH� VRFLDO� UHVSRQVLELOLW\��7KH�&KDUWHUHG�$FFRXQWDQW� LQ�$XVWUDOLD��2FWREHU��������3DUNHU�� /�� '�� �������� 3ROHPLFDO� WKHPHV� LQ� VRFLDO� DFFRXQWLQJ�� $� VFHQDULR� IRU� VWDQGDUG� VHWWLQJ��$GYDQFHV�LQ�3XEOLF�,QWHUHVW�$FFRXQWLQJ���� ������3DUNHU��/��'����������([WHUQDO�VRFLDO�DFFRXQWDELOLW\��$GYHQWXUHV�LQ�D�PDOHILFHQW�ZRUOG��$GYDQFHV�LQ�3XEOLF�,QWHUHVW�$FFRXQWLQJ�����������3DUNHU��/��'��DQG�5RIIH\��%��+����������0HWKRGRORJLFDO�WKHPHV��%DFN�WR�WKH�GUDZLQJ�ERDUG��UHYLVLWLQJ�JURXQGHG� WKHRU\� DQG� WKH� HYHU\GD\� DFFRXQWDQW¶V� DQG�PDQDJHU
V� UHDOLW\��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO�����������������3DUNHW��,��5�DQG�(LOELUW��+����������6RFLDO�UHVSRQVLELOLW\��7KH�XQGHUO\LQJ�IDFWRUV��%XVLQHVV�+RUL]RQV��������������3DUVRQV��7����������7KH�6RFLDO�6\VWHP��*OHQFRH��,OOLQRLV��7KH�)UHH�3UHVV�3DUVRQV�� 7�� �������� 6XJJHVWLRQV� IRU� D� VRFLRORJLFDO� DSSURDFK� WR� WKH� WKHRU\� RI� RUJDQL]DWLRQV��$GPLQLVWUDWLYH�6FLHQFH�4XDUWHUO\���� ������3DUVRQV��7����������6WUXFWXUH�DQG�3URFHVV�LQ�0RGHUQ�6RFLHWLHV��1HZ�<RUN��1<��)UHH�3UHVV�3DUVRQV��7����������7KH�6RFLDO�6\VWHP�RI�0RGHUQ�6RFLHWLHV��(QJOHZRRG�&OLIIV��1HZ�-HUVH\��3UHQWLFH�+DOO�3DWRQ��:��$���������������$FFRXQWLQJ�7KHRU\�± :LWK�6SHFLDO�5HIHUHQFH�WR�WKH�&RUSRUDWH�(QWHUSULVH��1HZ� <RUN�� 7KH� 5RQDOG� 3UHVV� &R�� 5HLVVXHG� LQ� ����� E\� $63� $FFRXQWLQJ� 6WXGLHV� 3UHVV�� /WG��5HSULQWHG�LQ������E\�6FKRODUV�%RRN�&R��/DZUHQFH��.DQVDV�3DWRQ�� :�� $�� DQG� /LWWOHWRQ�� $�� &�� �������� $Q� ,QWURGXFWLRQ� WR� &RUSRUDWH� $FFRXQWLQJ� 6WDQGDUGV��0RQRJUDSK�1R�����6DUDVRWD��)ORULGD��$PHULFDQ�$FFRXQWLQJ�$VVRFLDWLRQ��$$$���3DWRQ�� :�� $�� DQG� /LWWOHWRQ�� $�� &�� �������� 6WUXFWXUH� RI� $FFRXQWLQJ� 7KHRU\�� (YDQVWRQ�� ,OOLQRLV��$PHULFDQ�$FFRXQWLQJ�$VVRFLDWLRQ��$$$��3DWWHQ��'��0����������7KH�PDUNHW�UHDFWLRQ�WR�VRFLDO�UHVSRQVLELOLW\�GLVFORVXUHV��WKH�FDVH�RI�WKH�6XOOLYDQ�3ULQFLSOHV�VLJQLQJV��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\����������������3DWWHQ��'��0����������([SRVXUH��OHJLWLPDF\��DQG�VRFLDO�GLVFORVXUH��-RXUQDO�RI�$FFRXQWLQJ�DQG�3XEOLF�3ROLF\�����������������3DWWHQ��'��0����������,QWUD�LQGXVWU\�HQYLURQPHQWDO�GLVFORVXUHV�LQ�UHVSRQVH�WR�WKH�$ODVNDQ�RLO�VSLOO��$�QRWH�RQ�OHJLWLPDF\�WKHRU\��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\���������������3DWWHQ��'����������9DULDELOLW\� LQ�VRFLDO�GLVFORVXUH��$�OHJLWLPDF\�EDVHG�DQDO\VLV��$GYDQFHV�LQ�3XEOLF�,QWHUHVW�$FFRXQWLQJ�������������3HDUFH�� '��� 0DUNDQG\D�� $�� DQG� %DUELHU�� (�%�� �������� %OXHSULQW� IRU� D� *UHHQ� (FRQRP\�� /RQGRQ��(DUWKVFDQ�3XEOLFDWLRQV�3HFN��0��6�� ��������7KH�5RDG�/HVV�7UDYHOOHG��$�1HZ�3V\FKRORJ\�RI�/RYH��7UDGLWLRQDO�9DOXHV�DQG�6SLULWXDO�*URZWK��/RQGRQ��$UURZ3HFN�� 0�� 6�� �������� )XUWKHU� $ORQJ� 7KH� 5RDG� /HVV� 7UDYHOOHG�� 7KH� 8QHQGLQJ� -RXUQH\� 7RZDUGV�6SLULWXDO�*URZWK��/RQGRQ��6LPRQ�DQG�6FKXVWHU�3HOW]PDQ��6����������7RZDUG�D�PRUH�JHQHUDO�WKHRU\�RI�UHJXODWLRQ��-RXUQDO�RI�/DZ�	�(FRQRPLFV��������������
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3HQVLRQV�	�,QYHVWPHQWV�5HVHDUFK�&RQVXOWDQWV�/WG�� �3,5&���������� ,VVXHV�DQG�7UHQGV� LQ�&RUSRUDWH�6RFLDO�5HSRUWLQJ��/RQGRQ��3,5&��3HUNV��5��:����������$FFRXQWLQJ�DQG�6RFLHW\��/RQGRQ��&KDSPDQ�DQG�+DOO�3HUNV��5��:�� 5DZOLQVRQ��'��DQG�,QJUDP��/����������$Q�H[SORUDWLRQ�RI�HWKLFDO�LQYHVWPHQW�LQ�WKH�8.��%ULWLVK�$FFRXQWLQJ�5HYLHZ�������� ������3HUULQ��6����������*RRG�FLWL]HQ��JRRG�EXVLQHVV��$FFRXQWLQJ�	�%XVLQHVV��0D\��������3HUURZ��&����������2UJDQL]DWLRQDO�$QDO\VLV��$�6RFLRORJLFDO�9LHZ��%HOPRQW�&DOLIRUQLD��:DGVZRUWK�3HUURZ��&����������&RPSOH[�2UJDQL]DWLRQV��$�&ULWLFDO�(VVD\���UG (GLWLRQ��1HZ�<RUN��1<��5DQGRP�+RXVH�3IHIIHU�� -�� �������� 6L]H� DQG� FRPSRVLWLRQ� RI� FRUSRUDWH� ERDUGV� RI� GLUHFWRUV�� WKH� RUJDQL]DWLRQ� DQG� LWV�HQYLURQPHQW��$GPLQLVWUDWLYH�6FLHQFH�4XDUWHUO\�������������3IHIIHU��-����������2UJDQL]DWLRQV�DQG�2UJDQL]DWLRQ�7KHRU\��%RVWRQ��0$��3LWPDQ�3IHIIHU�� -�� ��������0RUWDOLW\�� UHSURGXFLELOLW\�� DQG� WKH� SHUVLVWHQFH� RI� VW\OHV� RI� WKHRU\��2UJDQL]DWLRQ�6FLHQFH�������������3IHIIHU�� -�� DQG� 6DODQFLN�� *�� 5�� �������� 7KH� ([WHUQDO� &RQWURO� RI� 2UJDQL]DWLRQV�� $� 5HVRXUFH�'HSHQGHQFH�3HUVSHFWLYH��1HZ�<RUN��1<��+DUSHU�	�5RZ��3I|KOHU��0����������7KH�.30*�(QYLURQPHQWDO�5HSRUWLQJ�6XUYH\�*HUPDQ\�������LQ�+LEELWW��&���HG����(QYLURQPHQWDO� $FFRXQWLQJ� DQG� 6XVWDLQDEOH� 'HYHORSPHQW�� 9ROXPH� ,,� 'LVFORVXUH� 	� 5HSRUWLQJ��$PVWHUGDP��/LPSHUJ�,QVWLWXXW�3KLOLSV��'����������3DUDGLJPV��)DOVLILFDWLRQ��DQG�6RFLRORJ\��$FWD�6RFLRORJLFD���� ��������3LFKOHU��-��$�� ��������$Q�HFRQRPLF�DQDO\VLV�RI�DFFRXQWLQJ�SRZHU� LQ�6WHUOLQJ��5���HG���� ,QVWLWXWLRQDO�,VVXHV�LQ�3XEOLF�$FFRXQWLQJ��6FKRODUV�%RRN�&R���������3LHUFH�%URZQ��5��DQG�6WHHOH��7����������7KH�HFRQRPLFV�RI�µ$FFRXQWLQJ�IRU�*URZWK¶��$FFRXQWLQJ�DQG�%XVLQHVV�5HVHDUFK�����������������3LHUVRQ��&����������%H\RQG�WKH�:HOIDUH�6WDWH" &DPEULGJH��3ROLW\�3UHVV�3LHW��-��/��3����������(HQ�YXLOWMH�LQ�GH�MDDUUHNHQLQJ��3DFLROL�-RXUQDDO���������3LJRX��$��&����������(FRQRPLFV�RI�:HOIDUH��)RXUWK�(GLWLRQ��/RQGRQ��0DFPLOODQ�3LOJHU��-����������+LGGHQ�$JHQGDV��/RQGRQ��9LQWDJH�3LOOLQJ��$����������0DNLQJ�YDOXHV�FRXQW�LQ�EXVLQHVV��$FFRXQWDQF\��'HFHPEHU�������3LQNVWRQ��7��6��DQG�&DUUROO��$��%����������$�UHWURVSHFWLYH�H[DPLQDWLRQ�RI�&65�RULHQWDWLRQ��+DYH�WKH\�FKDQJHG"�-RXUQDO�RI�%XVLQHVV�(WKLFV���������)HEUXDU\����������3RII��'��&����������5HFRQFLOLQJ�WKH�LUUHFRQFLODEOH��*OREDO�HFRQRP\�DQG�WKH�HQYLURQPHQW��-RXUQDO�RI�%XVLQHVV�(WKLFV�������������3RROH��0�6�� DQG�9DQ�GH�9HQ��$��+�� ��������8VLQJ�SDUDGR[� WR�EXLOG�PDQDJHPHQW� DQG�RUJDQL]DWLRQ�WKHRULHV��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ�����������������3RQG\�� /�� DQG� %RMH�� '�� 0�� �������� %ULQJ� WKH� PLQG� EDFN� LQ�� LQ� (YDQ�� :� �HG���� )URQWLHUV� LQ�RUJDQL]DWLRQ�DQG�PDQDJHPHQW��1HZ�<RUN��3UDHJHU���������3RSSHU��.��5����������7KH�/RJLF�RI�6FLHQWLILF�'LVFRYHU\��/RQGRQ��+XWFKLQVRQ�3RSSHU�� .�� �������� &RQMHFWXUHV� DQG� 5HIXWDWLRQV�� 7KH� *URZWK� RI� 6FLHQWLILF� .QRZOHGJH�� /RQGRQ��5RXWHOHGJH�	�.HJDQ�3DXO�3RUULWW��-����������:KHUH�2Q�(DUWK�$UH�:H�*RLQJ" /RQGRQ��*XLOG�3XEOLVKLQJ�3RVQHU��5��$��������� 7KHRULHV�RI�HFRQRPLF�UHJXODWLRQ��%HOO�-RXUQDO�RI�(FRQRPLFV�DQG�0DQDJHPHQW�6FLHQFH��$XWXPQ����������3RVW��-��(����������5HVHDUFK�RQ�SDWWHUQV�RI�FRUSRUDWH�UHVSRQVH�WR�VRFLDO�FKDQJH��LQ�3UHVWRQ��/�(���HG����5HVHDUFK�LQ�&RUSRUDWH�6RFLDO�3HUIRUPDQFH�DQG�3ROLF\���������*UHHQZLFK��&7��-$,�3UHVV�3RXODQW]DV�� 1�� �������� 7KH� SUREOHP� RI� WKH� FDSLWDOLVW� VWDWH�� LQ� %ODFNEXUQ�� 5��0�� �HG���� ,GHRORJ\� LQ�6RFLDO�6FLHQFH��5HDGLQJV�LQ�&ULWLFDO�6RFLDO�7KHRU\��/RQGRQ��)RQWDQD�



5HIHUHQFHV

���

3RZHU��0�� ��������$XGLWLQJ� DQG� HQYLURQPHQWDO� H[SHUWLVH��%HWZHHQ�SURWHVW� DQG�SURIHVVLRQDOLVDWLRQ��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO������� ������3RZHU�� 0�� ������� $IWHU� FDOFXODWLRQ"� 5HIOHFWLRQV� RQ� &ULWLTXH� RI� (FRQRPLF� 5HDVRQ E\� $QGUH� *RU]��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\�����������������3RZHU�� 0�� �����D��� &RQVWUXFWLQJ� WKH� UHVSRQVLEOH� RUJDQL]DWLRQ�� $FFRXQWLQJ DQG� HQYLURQPHQWDO�UHSUHVHQWDWLRQ��&KDSWHU����LQ�7HXEQHU��*���)DUPHU��/��DQG�0XUSK\��'���HGV��(QYLURQPHQWDO�/DZ�DQG� (FRORJLFDO� 5HVSRQVLELOLW\�� 7KH� FRQFHSW� DQG� SUDFWLFH� RI� HFRORJLFDO� VHOI�RUJDQL]DWLRQ��&KLFKHVWHU��-RKQ�:LOH\ 	�6RQV����������3RZHU��0�������E���7KH�$XGLW�6RFLHW\��/RQGRQ��'HPRV�3RZHU��0�������D���7KH�$XGLW�6RFLHW\��5LWXDOV�RI�YHULILFDWLRQ��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�3RZHU��0�������E���([SHUWLVH�DQG�WKH�FRQVWUXFWLRQ�RI�UHOHYDQFH��DFFRXQWDQWV�DQG�WKH�HQYLURQPHQWDO�DXGLW��$FFRXQWLQJ�2UJDQL]DWLRQV�DQG�6RFLHW\����������������3RZHU��0��DQG�/RXJKOLQ��5����������&ULWLFDO�7KHRU\�DQG�$FFRXQWLQJ��LQ�$OYHVVRQ��0��DQG�:LOOPRWW��+���HGV����&ULWLFDO�0DQDJHPHQW�6WXGLHV��/RQGRQ��6DJH����������3UHVWRQ�� $�� 0��� :ULJKW�� &�� DQG� <RXQJ�� -�� -�� �������� ,PDJ>LQ@LQJ� DQQXDO� UHSRUWV�� $FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\����������������3UHVWRQ�� /�� (�� �������� &RUSRUDWLRQ� DQG� VRFLHW\�� WKH� VHDUFK� IRU� D� SDUDGLJP�� -RXUQDO� RI� (FRQRPLF�/LWHUDWXUH����� �������3UHVWRQ�� /�� (�� �������� $QDO\]LQJ� FRUSRUDWH� VRFLDO� SHUIRUPDQFH�� 0HWKRGV� DQG� UHVXOWV�� -RXUQDO� RI�&RQWHPSRUDU\�%XVLQHVV���������������3UHVWRQ�� /�� (�� �������� 5HVHDUFK� RQ� FRUSRUDWH� VRFLDO� UHSRUWLQJ�� 'LUHFWLRQV� IRU� GHYHORSPHQW��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\���������������3UHVWRQ�� /�� (�� �������� %RRN� 5HYLHZ�� WHDFKLQJ� PDWHULDOV� LQ� EXVLQHVV� DQG� VRFLHW\�� &DOLIRUQLD�0DQDJHPHQW�5HYLHZ�������������3UHVWRQ�� /�� (�� DQG� 'RQDOGVRQ�� 7�� �������� 6WDNHKROGHU� PDQDJHPHQW� DQG� RUJDQL]DWLRQDO� ZHDOWK��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ����������������3UHVWRQ��/��(��DQG�3RVW��-��(����������3ULYDWH�0DQDJHPHQW�DQG�3XEOLF�3ROLF\��7KH�3ULQFLSOH�RI�3XEOLF�5HVSRQVLELOLW\��(QJOHZRRG�&OLIIV��1HZ�-HUVH\��3UHQWLFH�+DOO�3UHVWRQ��/��(���5H\��)��DQG�'LHUNHV��0����������&RPSDULQJ�FRUSRUDWH�VRFLDO�SHUIRUPDQFH��*HUPDQ\��)UDQFH��&DQDGD�DQG�WKH�86��&DOLIRUQLD�0DQDJHPHQW�5HYLHZ��6XPPHU�������3UHVWRQ��/��(��DQG�6DSLHQ]D��+��-����������6WDNHKROGHU�PDQDJHPHQW�DQG�FRUSRUDWH�SHUIRUPDQFH��7KH�-RXUQDO�RI�%HKDYLRXUDO�(FRQRPLFV����������������3ULFH:DWHUKRXVH&RRSHUV� ��������)UHQFK�*RYHUQPHQW�'HFUHH� QR�� ���������� UHYLVLRQ� RI� DUWLFOH� QR��������WR�EHFRPH�����������)HEUXDU\�������XQRIILFLDO�(QJOLVK�WUDQVODWLRQ��3XEOLF� (QYLURQPHQWDO� 5HSRUWLQJ� ,QLWLDWLYH� �3(5,�� �������� 3(5,� *XLGHOLQHV�� 3XEOLF� (QYLURQPHQWDO�5HSRUWLQJ�,QLWLDWLYH��KWWS���ZZZ�LEP�FRP�LEP�HQYLURQPHQW�LQLWLDWLYHV�SHULBENJG�VKWPO3XWWHUPDQ��/��DQG�.URV]QHU��5��6�� ��������7KH�HFRQRPLF�QDWXUH�RI� WKH�ILUP��D�QHZ�LQWURGXFWLRQ�� LQ�3XWWHUPDQ�� /�� DQG�.URV]QHU�� 5�� 6�� �HGV���� 7KH� (FRQRPLF� 1DWXUH� RI� WKH� )LUP�� 6HFRQG� (GLWLRQ��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV��&83��������3X[W\��$��*����������6RFLDO�DFFRXQWLQJ�DV�LPPDQHQW�OHJLWLPDWLRQ��$�FULWLTXH�RI�D�WHFKQLFLVW�LGHRORJ\��$GYDQFHV�LQ�3XEOLF�,QWHUHVW�$FFRXQWLQJ������������3X[W\�� $�� *�� �������� 6RFLDO� DFFRXQWLQJ� DQG� WKH� XQLYHUVDO� SUDJPDWLFV�� $GYDQFHV� LQ� 3XEOLF� 6HFWRU�$FFRXQWLQJ���� ������3X[W\��$��*��DQG�/DXJKOLQ��5��&����������$�UDWLRQDO�UHFRQVWUXFWLRQ�RI�WKH�GHFLVLRQ�XVHIXOQHVV�FULWHULRQ��-RXUQDO�RI�%XVLQHVV�)LQDQFH�DQG�$FFRXQWLQJ�����������������3X[W\��$�*���:LOOPRWW��+��&���&RRSHU��'� �-��DQG�/RZH��7���������0RGHV�RI�UHJXODWLRQ�RI�DGYDQFHG�FDSLWDOLVP��ORFDWLQJ�DFFRXQWDQF\�LQ�IRXU�FRXQWULHV��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\�����������������
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4XLQQ��'��DQG�-RQHV��7����������$Q�DJHQW�PRUDOLW\�YLHZ�RI EXVLQHVV�SROLF\��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ���������������5DKDPDQ��$��6��$�� �������� &RUSRUDWH�6RFLDO� DQG�(QYLURQPHQWDO�5HSRUWLQJ� LQ�'HYHORSLQJ�1DWLRQV��,)$&�4XDUWHUO\ $SULO��������5DKPDQ�� 6�� )�� �������� ,QWHUQDWLRQDO� DFFRXQWLQJ� UHJXODWLRQ� E\� WKH� 8QLWHG 1DWLRQV�� $� SRZHU�SHUVSHFWLYH��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO����������������5DPDQDWKDQ��.��9����������7RZDUG�D�WKHRU\�RI�FRUSRUDWH�VRFLDO�DFFRXQWLQJ��7KH�$FFRXQWLQJ�5HYLHZ��������-XO\���������5DPDQDWKDQ��.��9��DQG�6FKUHXGHU��+����������7KH�FDVH�IRU�VRFLDO�DFFRXQWLQJ�DQG�UHSRUWLQJ��D�PDFUR�SHUVSHFWLYH�� SDSHU� SUHVHQWHG� DW� D�:RUNVKRS�RQ�$FFRXQWLQJ� LQ�D�&KDQJLQJ�6RFLDO�DQG�3ROLWLFDO�(QYLURQPHQW��(,$60��%UXVVHOV�5DSSRUW�6XGUHDX���������/D�UpIRUPH�GH�O¶HQWHUSULVH��3DULV��)UDQFH�5DZOV��-����������$�7KHRU\�RI�-XVWLFH��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�5HDO�:RUOG�&RDOLWLRQ���������7KH�3ROLWLFV�RI�WKH�5HDO�:RUOG��/RQGRQ��(DUWKVFDQ�5HDO� :RUOG� &RDOLWLRQ� �������� )URP� +HUH� WR� 6XVWDLQDELOLW\�� 3ROLWLFV� LQ� WKH� 5HDO� :RUOG�� /RQGRQ��(DUWKVFDQ�5HGFOLIW��0����������6XVWDLQDEOH�'HYHORSPHQW��([SORULQJ�WKH�&RQWUDGLFWLRQV��/RQGRQ��0HWKXHQ�5HGHU��0��:����������&KLFDJR�HFRQRPLFV��3HUIRUPDQFH�DQG�FKDQJH��-RXUQDO�RI�(FRQRPLF�/LWHUDWXUH������0DUFK�������5HHG��0����������1HZ�GLUHFWLRQV�LQ�RUJDQL]DWLRQDO�DQDO\VLV��/RQGRQ��7DYLVWRFN�5HHG��0����������,Q�SUDLVH�RI�GXDOLW\�DQG�GXDOLVP��UHWKLQNLQJ�DJHQF\�DQG�VWUXFWXUH�LQ�RUJDQL]DWLRQDO�DQDO\VLV��2UJDQL]DWLRQ�6WXGLHV���������������5HLFK�� 5�� %�� �������� 7KH� QHZ�PHDQLQJ� RI� FRUSRUDWH� VRFLDO� UHVSRQVLELOLW\��&DOLIRUQLD�0DQDJHPHQW5HYLHZ��������������5HLVPDQ��*����������&DSLWDOLVP��$�&RPSOHWH�DQG�,QWHJUDWHG�8QGHUVWDQGLQJ�RI�WKH�1DWXUH�DQG�9DOXH�RI�+XPDQ�(FRQRPLF�/LIH��2WWDZD��,/��-DPHVRQ�%RRNV�5HQVKDOO�� 0�� �������� &KDQJLQJ� SHUFHSWLRQV� EHKLQG� µ7KH� &RUSRUDWH� 5HSRUW¶�� $FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\��������������5HSHWWR��5��DQG�$XVWLQ��'�������D���&RPLQJ�&OHDQ��&RUSRUDWH�'LVFORVXUH�RI�)LQDQFLDOO\�6LJQLILFDQW�(QYLURQPHQWDO�5LVNV��:DVKLQJWRQ��'&��:RUOG�5HVRXUFHV�,QVWLWXWH�5HSHWWR�� 5�� DQG� $XVWLQ�� '�� �����E��� 3XUH� 3URILW�� 7KH� )LQDQFLDO� ,PSOLFDWLRQV� RI� (QYLURQPHQWDO�3HUIRUPDQFH��:DVKLQJWRQ��'&��:RUOG�5HVRXUFHV�,QVWLWXWH�5HYVLQH��/����������5HSODFHPHQW�&RVW�$FFRXQWLQJ��(QJOHZRRG�&OLIIV��1HZ�-HUVH\��3UHQWLFH�+DOO�5H\��)����������&RUSRUDWH�VRFLDO�UHVSRQVLELOLW\�DQG�VRFLDO�UHSRUWLQJ�LQ )UDQFH��LQ�6FKRHQIHOG��+���HG����7KH� 6WDWXV� RI� 6RFLDO� 5HSRUWLQJ� LQ� 6HOHFWHG� &RXQWULHV�� &RQWHPSRUDU\� ,VVXHV� LQ� ,QWHUQDWLRQDO�$FFRXQWLQJ��2FFDVLRQDO�3DSHU�1R�����&KDPSDLJQ�8UEDQD��,/���&HQWUH�IRU�,QWHUQDWLRQDO�(GXFDWLRQ�DQG�5HVHDUFK�LQ�$FFRXQWLQJ���������5KHQPDQ�� (�� �������� ,QGXVWULDO� 'HPRFUDF\� DQG� ,QGXVWULDO� 0DQDJHPHQW�� /RQGRQ�� 7DYLVWRFN�3XEOLFDWLRQV�5LFDUGR�� '�� ������������� 3ULQFLSOHV� RI� 3ROLWLFDO� (FRQRP\� DQG� 7D[DWLRQ�� &DPEULGJH�� &DPEULGJH�8QLYHUVLW\�3UHVV��&83��5LFH��)����������:KR�VFRUHV�EHVW�RQ�WKH�HQYLURQPHQW"�)RUWXQH�0DJD]LQH��-XO\����5LFKDUGVRQ��$����������$FFRXQWLQJ�DV�D�OHJLWLPDWLQJ�LQVWLWXWLRQ��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\����������������5LFKDUGVRQ��$�� -�� DQG�'RZOLQJ�� -��%�� ��������$Q� LQWHJUDWLYH� WKHRU\� RI� RUJDQL]DWLRQDO� OHJLWLPDWLRQ��6FDQGLQDYLDQ�-RXUQDO�RI�0DQDJHPHQW�6WXGLHV���������������5LFKDUGVRQ�$�� -���:HONHU��0�� DQG�+XWFKLQVRQ� ,�� 5�� ��������0DQDJLQJ� FDSLWDO�PDUNHW� UHDFWLRQV� WR�VRFLDO�UHVSRQVLELOLW\��,QWHUQDWLRQDO�-RXUQDO�RI�0DQDJHPHQW�5HYLHZV�������������
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5LFKDUGVRQ��-��-����������3UHVVXUH�JURXSV�DQG�JRYHUQPHQW��LQ�5LFKDUGVRQ��-��-���HG����3UHVVXUH�*URXSV��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�������5LW]HU��*����������6RFLRORJ\��$�0XOWLSOH�3DUDGLJP�6FLHQFH��7KH�$PHULFDQ�6RFLRORJLVW��$XJXVW��������5REELQV�� /�� �������� $Q� (VVD\� RQ� WKH� 1DWXUH� DQG� WKH� 6LJQLILFDQFH� RI� (FRQRPLF� 6FLHQFH�� /RQGRQ��0DFPLOODQ��7KLUG�(GLWLRQ��������5REHUWV�� &�� �������� ,QWHUQDWLRQDO� 7UHQGV� LQ� 6RFLDO� DQG� (PSOR\HH� 5HSRUWLQJ�� $&&$� 2FFDVLRQDO�5HVHDUFK�3DSHU�1XPEHU����/RQGRQ��&HUWLILHG�$FFRXQWDQWV�(GXFDWLRQDO�7UXVW�5REHUWV��&��%����������(QYLURQPHQWDO�GLVFORVXUHV��D�QRWH�RQ�UHSRUWLQJ�SUDFWLFHV�LQ�PDLQODQG�(XURSH��$FFRXQWLQJ�$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO��������������5REHUWV��&��%����������(QYLURQPHQWDO�GLVFORVXUHV�LQ�FRUSRUDWH�DQQXDO�UHSRUWV�LQ�:HVWHUQ�(XURSH��LQ�2ZHQ�� '�/�� �HG����*UHHQ� 5HSRUWLQJ�� $FFRXQWDQF\� DQG� WKH� &KDOOHQJH� RI� WKH� 1LQHWLHV�� /RQGRQ��&KDSPDQ�DQG�+DOO���������5REHUWV�� -�� ��������7KH�SRVVLELOLWLHV�RI�DFFRXQWDELOLW\��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\�����������������5REHUWV��-��DQG�6FDSHQV��5����������$FFRXQWLQJ�V\VWHPV�DQG�V\VWHPV�RI�DFFRXQWDELOLW\��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\����������������5REHUWV��5��:����������'HWHUPLQDQWV�RI�FRUSRUDWH�VRFLDO�UHVSRQVLELOLW\�GLVFORVXUH��$Q�DSSOLFDWLRQ�RI�VWDNHKROGHU�WKHRU\��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\�����������������5REHUWVRQ��-���������&RUSRUDWH�VRFLDO�UHSRUWLQJ�E\�1HZ�=HDODQG�FRPSDQLHV��-RXUQDO�RI�&RQWHPSRUDU\�%XVLQHVV���� �������5REHUWVRQ��-����������7KH�6DQH�$OWHUQDWLYH��5REHUWVRQ��VHOI�SXEOLVKHG�5RFNQHVV�� -�� :�� �������� $Q� DVVHVVPHQW� RI� WKH� UHODWLRQVKLS� EHWZHHQ� 86� FRUSRUDWH� HQYLURQPHQWDO�SHUIRUPDQFH�DQG�GLVFORVXUH��-RXUQDO�RI�%XVLQHVV�)LQDQFH�	�$FFRXQWLQJ����������������5RFNQHVV�� -��� 6FKODFKWHU�� 3�� DQG� 5RFNQHVV�� +�� 2�� �������� +D]DUGRXV� ZDVWH� GLVSRVDO�� FRUSRUDWH�GLVFORVXUH�� DQG� ILQDQFLDO� SHUIRUPDQFH� LQ� WKH� FKHPLFDO� LQGXVWU\�� $GYDQFHV� LQ� 3XEOLF� ,QWHUHVW�$FFRXQWLQJ������������5RFNQHVV�� -�� DQG�:LOOLDPV��3��)�� ��������$�GHVFULSWLYH�VWXG\�RI� VRFLDO� UHVSRQVLELOLW\�PXWXDO� IXQGV��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\�����������������5RGGLFN��$����������%RG\�DQG�6RXO��/RQGRQ��(EXU\�3UHVV�5RGGLFN�� $�� �������� )RUHZRUG� WR� 7HUPV� IRU� (QGHDUPHQW�� %XVLQHVV� 1*2V� DQG� 6XVWDLQDEOH�'HYHORSPHQW��%HQGHOO��-���HG����6KHIILHOG��*UHHQOHDI�3XEOLVKLQJ������5RJHUV��(��0����������'LIIXVLRQ�RI�,QQRYDWLRQV��1HZ�<RUN��7KH�)UHH�3UHVV��7KLUG�(GLWLRQ�5RNHDFK��0���������%HOLHIV��$WWLWXGHV�DQG�9DOXHV��6DQ�)UDQFLVFR��-RVVH\�%DVV��5RNHDFK�� 0�� DQG� 3DUNHU�� 6�� �������� 9DOXHV� DV� VRFLDO� LQGLFDWRUV� RI� SRYHUW\� DQG� UDFH� UHODWLRQV� LQ�$PHULFD��$QQDOV�RI�WKH�$PHULFDQ�$FDGHP\�RI�3ROLWLFDO�DQG�6RFLDO�6FLHQFH��������������5RQHQ��-����������$FFRXQWLQJ�IRU�6RFLDO�&RVWV�DQG�%HQHILWV��LQ�&UDPHU��-��-��DQG�6RUWHU��*��+���HGV����2EMHFWLYHV�RI�)LQDQFLDO�6WDWHPHQWV��9ROXPH����6HOHFWHG�3DSHUV� 1HZ�<RUN��$,&3$����������5RQHQ��-����������7KH�'XDO�5ROH�RI�$FFRXQWLQJ��$�)LQDQFLDO�(FRQRPLF�3HUVSHFWLYH��LQ�%LFNVOHU��-��/���HG����+DQGERRN�RI�)LQDQFLDO�(FRQRPLFV��1HZ�<RUN��1<��1RUWK�+ROODQG��&KDSWHU�������������5RQHQ�� -��DQG�/LYQDW��-�� �������� ,QFHQWLYHV�IRU�VHJPHQW�UHSRUWLQJ��-RXUQDO�RI�$FFRXQWLQJ�5HVHDUFK����������������5RUW\��5����������3KLORVRSK\�DQG�WKH�0LUURU�RI�1DWXUH��3ULQFHWRQ��3ULQFHWRQ�8QLYHUVLW\�3UHVV�5RUW\�� 5�� �������� 6FLHQFH� DV� VROLGDULW\�� LQ� 1HOVRQ�� -��� 0HJLOO�� $�� DQG�0F&ORVHN\�� '�� �HGV���� 7KH�5KHWRULF� RI� WKH� +XPDQ� 6FLHQFHV�� /DQJXDJH� DQG� $UJXPHQW� LQ� 6FKRODUVKLS� DQG� 3XEOLF� $IIDLUV��0DGLVRQ��:,��8QLYHUVLW\�RI�:LVFRQVLQ�3UHVV�5RVH��+��DQG�5RVH��6����������6FLHQFH�DQG�6RFLHW\��1HZ�<RUN��1<��3HQJXLQ��������5HSULQWHG��������5RVOHQGHU��5����������6RFLRORJLFDO�3HUVSHFWLYHV�RQ�0RGHUQ�$FFRXQWDQF\� /RQGRQ��5RXWOHGJH�
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5RVOHQGHU�� 5�� �������� 7UXVW� QRERG\�� 'HFRQVWUXFWLQJ� D� VHPLQDO� VWDWHPHQW� RQ� DJHQF\� WKHRU\��,QWHUGLVFLSOLQDU\�3HUVSHFWLYHV�RQ�$FFRXQWLQJ�&RQIHUHQFH�3URFHHGLQJV��8QLYHUVLW\�RI�0DQFKHVWHU��-XO\�5RVV�� *�� +�� %�� �������� 6RFLDO� DFFRXQWLQJ�� PHDVXULQJ� WKH� XQPHDVXUDEOHV�� &DQDGLDQ� &KDUWHUHG�$FFRXQWDQW��������������5RVV��6��$�� ��������7KH�HFRQRPLF� WKHRU\�RI�DJHQF\��7KH�SULQFLSDO¶V�SUREOHP��$PHULFDQ�(FRQRPLF�5HYLHZ������0D\��������5RVV��6��$����������7KH�HFRQRPLF�WKHRU\�RI�DJHQF\�DQG�WKH�SULQFLSOH�RI�VLPLODULW\��LQ�%DOFK��0��'��HW�DO� �HGV����(VVD\V�RQ�(FRQRPLF�%HKDYLRXU�8QGHU�8QFHUWDLQW\��1HZ�<RUN��1<��1RUWK�+ROODQG�5RXVVHDX��-�-���������������$�'LVFRXUVH�RQ�3ROLWLFDO�(FRQRP\��7KH�6RFLDO�&RQWUDFW�DQG�'LVFRXUVHV�WUDQVODWHG�E\�&ROH��*��'��+��/RQGRQ� -��0��'HQW�DQG�6RQV�5RXVVHDX��-�-���������������'X�&RQWUDW VRFLDO��(QJOLVK�WUDQVODWLRQ��7KH�6RFLDO�&RQWUDFW��&UDQVWRQ��0��/RQGRQ��3HQJXLQ��5RXVVH\�� 5�� 6�� �������� 3UDFWLFH� QRWH�� $XGLWLQJ� HQYLURQPHQWDO� OLDELOLWLHV� $XGLWLQJ�� $� -RXUQDO� RI�3UDFWLFH�DQG�7KHRU\���������������5RYLUD�� 0�� 5�� �������� 7KH� 3URFHVV� RI� 3URGXFLQJ� WKH� (QYLURQPHQWDO� 5HSRUW�� XQSXEOLVKHG� 3K�'��GLVVHUWDWLRQ��'HSDUWPHQW�RI�$FFRXQWLQJ��8QLYHUVLW\�RI�%DUFHORQD�5RZOH\�� 7�� -�� �������� 0RYLQJ� EH\RQG� G\DGLF� WLHV�� $� QHWZRUN� WKHRU\� RI� VWDNHKROGHU� LQIOXHQFHV��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ��������������5R\DO�'XWFK�6KHOO�*URXS�RI�&RPSDQLHV���������+RZ�GR�ZH�VWDQG"��3HRSOH��3ODQHW�	�3URILWV�± 7KH�6KHOO�5HSRUW�������/RQGRQ��6KHOO�5R\DO� 6RFLHW\� IRU� WKH� (QFRXUDJHPHQW� RI� $UWV�� 0DQXIDFWXUHV� DQG� &RPPHUFH� �56$�� ��������7RPRUURZ¶V�&RPSDQ\��7KH�5ROH�RI�%XVLQHVV�LQ�D�&KDQJLQJ�:RUOG��/RQGRQ��56$�5XEHQVWHLQ�� '�� �������� %ULGJLQJ� WKH� JDS� EHWZHHQ� JUHHQ� DFFRXQWLQJ� DQG� EODFN� LQN�� $FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\�����������������5XEHQVWHLQ��'��%����������(QYLURQPHQWDO�$FFRXQWLQJ�IRU�WKH�6XVWDLQDEOH�&RUSRUDWLRQ��6WUDWHJLHV�DQG�7HFKQLTXHV��:HVWSRUW��4XRUXP�%RRNV�5�GLJ��:���HG�����������*UHHQ�SROLWLFV��(GLQEXUJK��6FRWODQG��(GLQEXUJK�8QLYHUVLW\�3UHVV�5XJPDQ� $�� 0�� DQG� 9HUEHNH�� $�� �������� &RUSRUDWH� VWUDWHJLHV� DQG� HQYLURQPHQWDO� UHJXODWLRQV�� $Q�RUJDQL]LQJ�IUDPHZRUN��6WUDWHJLF�0DQDJHPHQW�-RXUQDO��������������5XVVR�� 0�� 9�� DQG� )RXWV�� 3�� $�� �������� $� UHVRXUFH�EDVHG� SHUVSHFWLYH� RQ� FRUSRUDWH� HQYLURQPHQWDO�SHUIRUPDQFH�DQG�SURILWDELOLW\��$FDGHP\�RI�0DQDJHPHQW�-RXUQDO�������������5\DQ��%���6FDSHQV��5��:��DQG�7KHREDOG��0����������5HVHDUFK�0HWKRG�DQG�0HWKRGRORJ\�LQ�)LQDQFH�DQG�$FFRXQWLQJ��/RQGRQ��$FDGHPLF�3UHVV�5XEHQVWHLQ��'����������(QYLURQPHQWDO�$FFRXQWLQJ�IRU�WKH�6XVWDLQDEOH�&RUSRUDWLRQ��/RQGRQ��4XRUXP�%RRNV�5XI�� %�� 0��� 0XUDOLGKDU�� .��� %URZQ�� 5�� 0��� -DQQH\�� -�� -�� DQG� 3DXO�� .�� �������� $Q� HPSLULFDO�LQYHVWLJDWLRQ� RI� WKH� UHODWLRQVKLS� EHWZHHQ� FKDQJH� LQ� FRUSRUDWH� VRFLDO� SHUIRUPDQFH�DQG� ILQDQFLDO�SHUIRUPDQFH��$�VWDNHKROGHU�WKHRU\�SHUVSHFWLYH��-RXUQDO�RI�%XVLQHVV�(WKLFV�������������5\DQ��%���6FDSHQV��5��:��DQG�7KHREROG��0����������5HVHDUFK�0HWKRG�DQG�0HWKRGRORJ\�LQ�)LQDQFH�DQG�$FFRXQWLQJ��/RQGRQ��$FDGHPLF�3UHVV�6DODQFLN��*��5��DQG�0HLQGO��-��5����������&RUSRUDWH�DWWULEXWLRQV�DV�VWUDWHJLF�DOOXVLRQV�RI�PDQDJHPHQW�FRQWURO��$GPLQLVWUDWLYH�6FLHQFH�4XDUWHUO\��������������6DPXHOVRQ��3��$����������)RXQGDWLRQV�RI�(FRQRPLF�$QDO\VLV��&DPEULGJH��0DVV���+DUYDUG�8QLYHUVLW\�3UHVV�6DPXHOVRQ�� 3�� $�� �������� 'LVFXVVLRQ� RI� µ3UREOHPV� RI�PHWKRGRORJ\¶��$PHULFDQ� (FRQRPLF� 5HYLHZ��6XSSOHPHQWDU\�9ROXPH�����������6DPXHOVRQ��3��$����������(FRQRPLFV���WK HGLWLRQ��1HZ�<RUN��1<��0F*UDZ�+LOO�
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6DQGHUV�� 7�� +��� +DWILHOG�� +�� 5�� DQG�0RRUH�� 8�� �������� 6WDWHPHQWV� RI� $FFRXQWLQJ� 3ULQFLSOHV�� 1HZ�<RUN��$PHULFDQ�,QVWLWXWH�RI�&HUWLILHG�3XEOLF�$FFRXQWDQWV�6DYDJH��$��$����������&RUSRUDWH�VRFLDO�GLVFORVXUH�SUDFWLFHV�LQ�6RXWK�$IULFD��$�UHVHDUFK�QRWH��6RFLDO�DQG�(QYLURQPHQWDO�$FFRXQWLQJ�������������6DYDJH��*��5���1L[��5���:KLWHKHDG��&�� DQG�%ODLU�� -�� �������� 6WUDWHJLHV� IRU� DVVHVVLQJ� DQG�PDQDJLQJ�RUJDQL]DWLRQDO�VWDNHKROGHUV��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ��������������6FKDOWHJJHU�� 6��ZLWK�0XOOHU��.�� DQG�+LQGULFKVHQ��+�� �������&RUSRUDWH�(QYLURQPHQWDO�$FFRXQWLQJ��&KLFKHVWHU��-RKQ�:LOH\�	�6RQV�6FKDOWHJJHU��6��DQG�%XUULWW��5����������&RQWHPSRUDU\�(QYLURQPHQWDO�$FFRXQWLQJ�,VVXHV��&RQFHSWV�DQG3UDFWLFHV��6KHIILHOG��*UHHQOHDI�3XEOLVKLQJ�6FDSHQV�� 5�� :�� �������� 5HVHDUFKLQJ� PDQDJHPHQW� DFFRXQWLQJ�� WKH� UROH� RI� FDVH� VWXGLHV�� %ULWLVK�$FFRXQWLQJ�5HYLHZ�����������������6FKDDU�� -�� +�� �������� /HJLWLPDF\� LQ� WKH� 0RGHUQ� 6WDWH�� 1HZ� %UXQVZLFN�� 1HZ� -HUVH\�� 7UDQVDFWLRQ�%RRNV�6FKHUHU��$��*����������3OXUDOLVP�DQG�LQFRPPHQVXUDELOLW\�LQ�VWUDWHJLF�PDQDJHPHQW�DQG�RUJDQL]DWLRQ�WKHRU\��D�SUREOHP�LQ�VHDUFK�RI�D�VROXWLRQ��2UJDQL]DWLRQ����������������6FKLSSHU��.����������&RPPHQWDU\�RQ�HDUQLQJV�PDQDJHPHQW��$FFRXQWLQJ�+RUL]RQV����������������6FKPLWWHU��3��&����������6WLOO�WKH�FHQWXU\�RI�FRUSRUDWLRQV"�5HYLHZ�RI�3ROLWLFV����������������6FKRHQEDXP�� 7�� -�� �������� 7KH� 5HODWLRQVKLS� EHWZHHQ� &RUSRUDWH� 'LVFORVXUH� DQG� &RUSRUDWH�5HVSRQVLELOLW\��)RUGKDP�/DZ�5HYLHZ��������������6FKUHXGHU�+����������&RUSRUDWH�VRFLDO�UHSRUWLQJ�LQ�WKH�)HGHUDO�5HSXEOLF�RI�*HUPDQ\��$Q�RYHUYLHZ��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\������������������6FKUHXGHU�+�� �������� (PSOR\HHV� DQG�&RUSRUDWH�6RFLDO�5HSRUWV� ± WKH�'XWFK�&DVH��7KH�$FFRXQWLQJ�5HYLHZ����������������6FKUHXGHU�� +�� �������� 3RVLWLYHO\� 1RUPDWLYH� �$FFRXQWLQJ�� 7KHRULHV�� LQ� +RSZRRG�� $�� *�� DQG�6FKUHXGHU��+���HGV����(XURSHDQ�&RQWULEXWLRQV�WR�$FFRXQWLQJ�5HVHDUFK��7KH�$FKLHYHPHQWV�RI�WKH�/DVW�'HFDGH��$PVWHUGDP��)UHH�8QLYHUVLW\�3UHVV�6FKXPDFKHU��(��)����������6PDOO�LV�EHDXWLIXO��/RQGRQ��$EDFXV�6FKXPSHWHU��-��$����������&DSLWDOLVP��6RFLDOLVP�DQG�'HPRFUDF\��/RQGRQ��$OOHQ�DQG�8QZLQ�6FKXW]�� $�� �������� &RQFHSW� DQG� 7KHRU\� )RUPDWLRQ� LQ� WKH� 6RFLDO� 6FLHQFHV�� LQ� 1DWDQVRQ��0�� �HG����&ROOHFWHG�3DSHUV��9RO��,���������7KH�+DJXH��0DUWLQXV�1LMKRII�6FKXW]��$����������7KH�3KHQRPHQRORJ\�RI�WKH�6RFLDO�:RUOG��/RQGRQ��+HLQHPDQQ�6FKZDUW]��6����������&RUSRUDWH�5HVSRQVLELOLW\�LQ�WKH�$JH�RI�$TXDULXV��7KH�%XVLQHVV�/DZ\HU����������6FRWW�� 7��:�� �������� ,QFHQWLYHV� DQG� GLVLQFHQWLYHV� IRU� ILQDQFLDO� GLVFORVXUH�� YROXQWDU\� GLVFORVXUH� RI�GHILQHG�EHQHILW�SHQVLRQ�SODQ�LQIRUPDWLRQ�E\�&DQDGLDQ�ILUPV��7KH�$FFRXQWLQJ�5HYLHZ����������������6HO]QLFN��3����������79$�DQG�WKH�*UDVV�5RRWV��%HUNHOH\��&DOLIRUQLD��8QLYHUVLW\�RI�&DOLIRUQLD�3UHVV�6HO]QLFN��3����������7KH�2UJDQL]DWLRQ�:HDSRQ��1HZ�<RUN��1<��+DUSHU�DQG�5RZ�6HQJXSWD��3����������&RUSRUDWH�GLVFORVXUH�TXDOLW\�DQG�WKH�FRVW�RI�GHEW��7KH�$FFRXQWLQJ�5HYLHZ���������������6RFLDDO�(FRQRPLVFKH� 5DDG �6(5�� �1HWKHUODQGV¶� 6RFLDO DQG�(FRQRPLF &RXQFLO�� ��������&RUSRUDWH�6RFLDO�5HVSRQVLELOLW\��$�'XWFK�$SSURDFK��$VVHQ��WKH�1HWKHUODQGV��.RQLQNOLMNH�9DQ�*RUFXP�6HWKL�� 6�� 3�� �������� $GYRFDF\� DGYHUWLVLQJ� ± WKH� $PHULFDQ� H[SHULHQFH�� &DOLIRUQLD� 0DQDJHPHQW�5HYLHZ����� ������6HWKL�� 6�� 3�� �������� $� FRQFHSWXDO� IUDPHZRUN� IRU� HQYLURQPHQWDO� DQDO\VLV� RI� VRFLDO� LVVXHV� DQG�HYDOXDWLRQ�RI�EXVLQHVV�UHVSRQVH�SDWWHUQV��LQ�6HWKL��6��3���6WHLGOPHLHU��3��DQG�)DOEH��&��0���HGV����6FDOLQJ�WKH�&RUSRUDWH�:DOO��(QJOHZRRG�&OLIIV��1HZ�-HUVH\��3UHQWLFH�+DOO�
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6KDNOHWRQ��.����������*RYHUQPHQW�LQYROYHPHQW�LQ�GHYHORSLQJ�DFFRXQWLQJ�VWDQGDUGV��WKH�IUDPHZRUN��0DQDJHPHQW�$FFRXQWLQJ �8.���-DQXDU\��������6KDQH�� 3�� %�� DQG� 6SLFHU�� %�� +�� �������� 0DUNHW� UHVSRQVH� WR� HQYLURQPHQWDO� LQIRUPDWLRQ� SURGXFHG�RXWVLGH�WKH�ILUP��7KH�$FFRXQWLQJ�5HYLHZ���������������6KDQNPDQ��1��$����������5HIUDPLQJ�WKH�GHEDWH�EHWZHHQ�DJHQF\�DQG�VWDNHKROGHU�WKHRULHV�RI�WKH�ILUP��-RXUQDO�RI�%XVLQHVV�(WKLFV����� �������6KDUSH��:��)����������&DSLWDO�DVVHW�SULFHV��D�WKHRU\�RI�PDUNHW�HTXLOLEULXP�XQGHU�FRQGLWLRQV�RI�ULVN��-RXUQDO�RI�)LQDQFH����� ��������6KDUSOLQ�� $�� DQG� 3KHOSV�� /�� '�� �������� $� VWDNHKROGHU� DSRORJHWLF� IRU� PDQDJHPHQW�� %XVLQHVV� DQG�3URIHVVLRQDO�(WKLFV�-RXUQDO��������������6KDRXO��-����������&ULWLFDO�ILQDQFLDO�DQDO\VLV�DQG�DFFRXQWLQJ�IRU�VWDNHKROGHUV��&ULWLFDO�3HUVSHFWLYHV�RQ�$FFRXQWLQJ���� ��������6KHOO� ,QWHUQDWLRQDO� &KHPLFDO� &RPSDQ\� �������� 6KHOO� &KHPLFDOV� ,QIRUPDWLRQ� +DQGERRN� DQG�6XSSOHPHQW��/RQGRQ��6KHOO�,QWHUQDWLRQDO�&KHPLFDO�&RPSDQ\�6KHOWRQ��5��'��DQG�6KRSOH\��-��%�� ��������%H\RQG�WKH�*UHHQ�:DOO��5HWKLQNLQJ� WKH�(QYLURQPHQW IRU�%XVLQHVV�$GYDQWDJH��LQ�/HGJHUZRRG��*���(G����*UHHQLQJ�7KH�%RDUGURRP��&RUSRUDWH�*RYHUQDQFH�DQG�%XVLQHVV�6XVWDLQDELOLW\��6KHIILHOG��*UHHQOHDI�3XEOLVKLQJ����������6KRFNHU��$��'��DQG�6HWKL��6��3����������$Q�DSSURDFK�WR�LQFRUSRUDWLQJ�VRFLDO�SUHIHUHQFHV�LQ GHYHORSLQJ�FRUSRUDWH�DFWLRQV�VWUDWHJLHV��LQ�6HWKL��6��3���HG����7KH�8QVWDEOH�*URXQG��&RUSRUDWH�6RFLDO�3ROLF\�LQ�D�'\QDPLF�6RFLHW\���������/RV�$QJHOHV��&$��0HOYLOOH�3XEOLVKLQJ�&RPSDQ\�6KRHPDNHU��3�$����������&RQWHQW�DQDO\VLV��$�PHWKRGRORJLFDO�WRRO�IRU�KLVWRULFDO�DFFRXQWLQJ�UHVHDUFK��3URFHHGLQJV��0LGZHVW�$FFRXQWLQJ�6RFLHW\�RI�WKH�0%$$��&KLFDJR�6KRUW��+���.HDVH\��.���:ULJKW��0��DQG�+XOO��$����������&RUSRUDWH�JRYHUQDQFH��IURP�DFFRXQWDELOLW\�WR�HQWHUSULVH��$FFRXQWLQJ�DQG�%XVLQHVV�5HVHDUFK������������������$XWXPQ�6KULYDVWDYD��3����������7KH�*UHHQLQJ�RI�%XVLQHVV��LQ�6PLWK��'���HG����%XVLQHVV�DQG�WKH�(QYLURQPHQW��,PSOLFDWLRQV�RI�WKH�1HZ�(QYLURQPHQWDOLVP��/RQGRQ��3DXO�&KDSPDQ��������6LHJHO�� 6�� DQG� &DVWHOODQ�� 1�� -�� -U�� �������� 1RQSDUDPHWULF� 6WDWLVWLFV� IRU� WKH� %HKDYLRXUDO� 6FLHQFHV��6HFRQG�(GLWLRQ��1HZ�<RUN��1HZ�<RUN��0DF*UDZ�+LOO�6LOODQSll��0����������7KH�%RG\�6KRS�YDOXHV�UHSRUW�± WRZDUGV�LQWHJUDWHG�VWDNHKROGHU�DXGLWLQJ��-RXUQDO�RI�%XVLQHVV�(WKLFV������������������6LOYHU��&��6���ZLWK�'H)ULHV��5��6���IRU�WKH�8QLWHG�6WDWHV�1DWLRQDO�$FDGHP\�RI�6FLHQFHV���������2QH�(DUWK��2QH�)XWXUH��2XU�&KDQJLQJ�*OREDO�(QYLURQPHQW��:DVKLQJWRQ��'�&���1DWLRQDO�$FDGHP\�3UHVV�6LPPHO��*����������&RQIOLFW�DQG�WKH�:HE�RI�*URXS�$IILOLDWLRQV��)UHH�3UHVV��1HZ�<RUN�6LPPRQV�� &�� DQG� 1HX�� '�� �������� 0DQDJLQJ� VRFLDO� GLVFORVXUHV� >2QOLQH@�� $YDLODEOH� #�KWWS���ZZZ�FDOJDU\�FD�8RI&�IDFXOWLHV�0*07�DFFW�RXWOLQHV�QHXBFRXUVHV�&*$0$*�+70��$XJXVW������6LPRQ��+��$� ��������$GPLQLVWUDWLYH�%HKDYLRXU��6HFRQG�(GLWLRQ��1HZ�<RUN��0DFPLOODQ�6LPRQ��+��$����������7KHRULHV�RI�GHFLVLRQ�PDNLQJ�LQ�HFRQRPLFV�DQG�EHKDYLRXUDO�VFLHQFH��$PHULFDQ�(FRQRPLF�5HYLHZ�������������6LPRQ�� +�� $�� �������� $GPLQLVWUDWLYH� %HKDYLRXU�� $� 6WXG\� RI� 'HFLVLRQ�0DNLQJ� 3URFHVVHV� LQ�$GPLQLVWUDWLYH�2UJDQL]DWLRQ��7KLUG�(GLWLRQ��1HZ�<RUN��7KH�)UHH�3UHVV�6LQJK��'�5�� DQG�$KXMD�� -��0�� ��������&RUSRUDWH� VRFLDO� UHSRUWLQJ� LQ� ,QGLD�� ,QWHUQDWLRQDO� -RXUQDO�RI�$FFRXQWLQJ����������������6OLQJHU��*����������6SDQQLQJ�WKH *DS�± WKH�WKHRUHWLFDO�SULQFLSOHV�WKDW�FRQQHFW�VWDNHKROGHU�SROLFLHV�WR�EXVLQHVV�SHUIRUPDQFH��&RUSRUDWH�*RYHUQDQFH������� ��������6PLOOLH�� ,�� �������� ,QWHUQDWLRQDO� 1*2V�� 6XVWDLQDEOH� ILQDQFLDO� VHUYLFHV� LQ� D� FKDQJLQJ� ZRUOG"�$FFRXQWLQJ�	�%XVLQHVV��-XO\�$XJXVW��������
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6PLUFLFK�� /�� �������� &RQFHSWV� RI� FXOWXUH� DQG� RUJDQL]DWLRQDO� DQDO\VLV�� $GPLQLVWUDWLYH� 6FLHQFH�4XDUWHUO\����������������6PLWK�� $�� ������������� 7KH� :HDOWK� RI� 1DWLRQV�� &DQDDQ� HGLWLRQ�� 1HZ� <RUN�� 0RGHUQ� /LEUDU\��2ULJLQDOO\�SXEOLVKHG������6PLWK��%����������(WKLFV�RI�'X�3RQW¶V�&)&�6WUDWHJ\������������-RXUQDO�RI�%XVLQHVV�(WKLFV����� ��������6PLWK��'�� �HG��� ��������%XVLQHVV�DQG� WKH�(QYLURQPHQW�� ,PSOLFDWLRQV�RI� WKH�1HZ�(QYLURQPHQWDOLVP�/RQGRQ��3DXO�&KDSPDQ�6PLWK��.��$����������1HZVSDSHU�FRYHUDJH�DQG�SXEOLF�FRQFHUQ�DERXW�FRPPXQLW\�LVVXHV��$�WLPH�VHULHV�DQDO\VLV��-RXUQDOLVP�0RQRJUDSKV������ )HEUXDU\�6PLWK��:��&�� ��������2Q� WKH� WKHRU\�RI� ILQDQFLDO�FRQWUDFWLQJ��7KH�SHUVRQDO� ORDQ�PDUNHW�� -RXUQDO�RI�0RQHWDU\�(FRQRPLFV��-XO\���������6PLWK��&��:��DQG�:DUQHU��-� ��������2Q�ILQDQFLDO�FRQWUDFWLQJ��$Q�DQDO\VLV�RI�ERQG�FRYHQDQWV��-RXUQDO�RI�)LQDQFLDO�(FRQRPLFV������������6PLWK��&��:��DQG�:DWWV��5����������,QFHQWLYH�DQG�WD[�HIIHFWV�RI�8�6��H[HFXWLYH�FRPSHQVDWLRQ�SODQV��$XVWUDOLDQ�-RXUQDO�RI�0DQDJHPHQW���������������6RKQ�� +�� )�� �������� 3UHYDLOLQJ� UDWLRQDOHV� LQ� WKH� FRUSRUDWH� VRFLDO� UHVSRQVLELOLW\� GHEDWH� -RXUQDO� RI�%XVLQHVV�(WKLFV���������������6RORPRQV��'����������(FRQRPLF�DQG�$FFRXQWLQJ�&RQFHSWV�RI�,QFRPH��7KH�$FFRXQWLQJ�5HYLHZ��-XO\����������6RQQHQIHOG��-��������� &RUSRUDWH�9LHZV�RI�WKH�3XEOLF�,QWHUHVW��%RVWRQ��$XEXUQ�+RXVH�6RRQ��:���%DOLXQDV��6��/���5RELQVRQ��$��%��DQG�5RELQVRQ��6��:��������� *OREDO�:DUPLQJ��$�*XLGH�WR�WKH�6FLHQFH��9DQFRXYHU��&DQDGD��)UDVHU�,QVWLWXWH�6RXWK�$IULFDQ�,QVWLWXWH�RI�&KDUWHUHG�$FFRXQWDQWV��6$,&$����������6WDNHKROGHU�&RPPXQLFDWLRQ�LQ�WKH�$QQXDO�5HSRUW��&RUSRUDWH�*RYHUQDQFH�6HULHV��6$,&$�6SHFKW�� /�%�� DQG� %XKU�� 1�� �������� (QYLURQPHQWDO� DXGLWLQJ�� $SSURDFKHV� RI� WKH� 86� DQG� &DQDGLDQ�SURIHVVLRQV��-RXUQDO�RI�,QWHUQDWLRQDO�$XGLWLQJ�DQG�7D[DWLRQ���������������6SHHG��*��-����������'R�QHZVSDSHUV�QRZ�JLYH�WKH�QHZV"�)RUXP�������������6SHQFH��$��0�� DQG�=HFNKDXVHU��5�� �������� ,QVXUDQFH�� LQIRUPDWLRQ� DQG� LQGLYLGXDO� DFWLRQ��$PHULFDQ�(FRQRPLF�5HYLHZ���������������6SHQFHU�&RRNH��$�� ��������:KHUH�6LOHQFH� LV�1RW�*ROGHQ��7RZDUGV� WKH�6WUDWHJLF�8VH�RI�&RUSRUDWH�(QYLURQPHQWDO� 5HSRUWLQJ� IRU� &RPSDQ\� 9DOXDWLRQ� &HUWLILHG� $FFRXQWDQWV� (GXFDWLRQDO� 7UXVW��/RQGRQ�6SLFHU�� %�� +�� �����D��� ,QYHVWRUV�� FRUSRUDWH� VRFLDO� SHUIRUPDQFH� DQG� LQIRUPDWLRQ� GLVFORVXUH�� $Q�HPSLULFDO�VWXG\��7KH�$FFRXQWLQJ�5HYLHZ�����������������6SLFHU��%��+�������E���0DUNHW�ULVN��DFFRXQWLQJ�GDWD�DQG�FRPSDQLHV¶�SROOXWLRQ�FRQWURO�UHFRUGV��-RXUQDO�RI�%XVLQHVV�)LQDQFH�DQG�$FFRXQWLQJ�����������6SLFHU�� %�� +�� �����F��� $FFRXQWLQJ� IRU� FRUSRUDWH� VRFLDO� SHUIRUPDQFH�� 6RPH� SUREOHPV� DQG� LVVXHV��-RXUQDO�RI�&RQWHPSRUDU\�%XVLQHVV����������������6SLFHU�� %�� +�� �������� 7KH� UHODWLRQVKLS� EHWZHHQ� SROOXWLRQ� FRQWURO� UHFRUG� DQG� ILQDQFLDO� LQGLFDWRUV�UHYLVLWHG��)XUWKHU�FRPPHQW��7KH�$FFRXQWLQJ�5HYLHZ����������������6SURXVH��5��7��DQG�0RRQLW]��0����������$�7HQWDWLYH�6HW�RI�%URDG�$FFRXQWLQJ�3ULQFLSOHV�IRU�%XVLQHVV�(QWHUSULVHV��$FFRXQWLQJ�5HVHDUFK�6WXG\�1R�����1HZ�<RUN��$PHULFDQ�,QVWLWXWH�RI�&HUWLILHG�3XEOLF�$FFRXQWDQWV�6WDIIRUG��(���3RORQVN\��0��DQG�+DUWPDQ��&����������(QYLURQPHQWDO 1*2�EXVLQHVV�FROODERUDWLRQ�DQG�VWUDWHJLF�EULGJLQJ��$�FDVH�DQDO\VLV�RI�WKH�*UHHQSHDFH�)RURQ�$OOLDQFH��%XVLQHVV�6WUDWHJ\�DQG�WKH�(QYLURQPHQW������������
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6WDQZLFN��3�$��DQG�6WDQZLFN��6��'���������7KH�UHODWLRQVKLS�EHWZHHQ�FRUSRUDWH�VRFLDO�SHUIRUPDQFH��DQG� RUJDQL]DWLRQDO� VL]H�� ILQDQFLDO� SHUIRUPDQFH� DQG� HQYLURQPHQWDO� SHUIRUPDQFH�� $Q� HPSLULFDO�H[DPLQDWLRQ��-RXUQDO�RI�%XVLQHVV�(WKLFV��������������6WDULN��0����������6KRXOG�WUHHV�KDYH�PDQDJHULDO�VWDQGLQJ"�7RZDUG�VWDNHKROGHU�VWDWXV�IRU�QRQ�KXPDQ�QDWXUH��-RXUQDO�RI�%XVLQHVV�(WKLFV�������������6WDUNH\�� 5�� �������� 7KH� 6WDQGDUGLVDWLRQ� RI� (QYLURQPHQWDO�0DQDJHPHQW� 6\VWHPV�� ,62� ������� ,62�������DQG�(0$6��LQ�:HOIRUG��5���HG����&RUSRUDWH�(QYLURQPHQWDO�0DQDJHPHQW����6\VWHPV�DQG�6WUDWHJLHV��/RQGRQ��(DUWKVFDQ��������6WDZ�� %�� 0��� 0F.HFKQLH�� 3�� ,�� DQG� 3XIIHU�� 6�� 0�� �������� 7KH� MXVWLILFDWLRQ� RI� RUJDQL]DWLRQDO�SHUIRUPDQFH��$GPLQLVWUDWLYH�6FLHQFH�4XDUWHUO\��������������6WHLQEHFN��-���������������7KH�*UDSHV�RI�:UDWK��/RQGRQ��*XLOG�3XEOLVKLQJ�6WHLQHU��*����������6RFLDO�SROLFLHV�IRU�EXVLQHVV��&DOLIRUQLD�0DQDJHPHQW�5HYLHZ�������� ������6WHUOLQJ��5��5�� ��������7KHRU\� RI� WKH�0HDVXUHPHQW� RI�(QWHUSULVH� ,QFRPH��/DZUHQFH��8QLYHUVLW\�RI�.DQVDV�3UHVV�6WHUOLQJ��5��5����������'HFLVLRQ�RULHQWDWHG�ILQDQFLDO�DFFRXQWLQJ��$FFRXQWLQJ�DQG�%XVLQHVV�5HVHDUFK�����6XPPHU����������6WHUOLQJ��5��5����������3RVLWLYH�DFFRXQWLQJ��DQ�DVVHVVPHQW��$EDFXV���������������6WHUQEHUJ��(����������7KH�GHIHFWV�RI�VWDNHKROGHU�WKHRU\��&RUSRUDWH�*RYHUQDQFH������� �����6WLJOHU��*��-����������7KH�WKHRU\�RI�HFRQRPLF�UHJXODWLRQ��%HOO�-RXUQDO�RI�(FRQRPLFV�DQG�0DQDJHPHQW�6FLHQFH��6SULQJ�������6WLJOHU��*��-����������'R�HFRQRPLVWV�PDWWHU"�6RXWKHUQ�(FRQRPLF�-RXUQDO�������������6WLQHU��)��0����������%RRN�UHYLHZ��6RFLRORJLFDO�3HUVSHFWLYHV�RQ�0RGHUQ�$FFRXQWDQF\�E\�5RVOHQGHU��5���5RXWOHGJH��/RQGRQ��������$FFRXQWLQJ�$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO��������������6WRQH�� 3�� -��� 'XQSK\�� '�� &��� 6PLWK�� 0�� 6�� DQG� 2JLOYLH�� '�� 0�� �������� 7KH� *HQHUDO� (QTXLUHU�� $�&RPSXWHU�$SSURDFK�7R�&RQWHQW�$QDO\VLV��&DPEULGJH��07��0,7�3UHVV�6WRQH��'����������1R�ORQJHU�DW�WKH�HQG�RI�WKH�SLSH��EXW�VWLOO�D�ORQJ�ZD\�IURP�VXVWDLQDELOLW\��D�ORRN�DW�PDQDJHPHQW�DFFRXQWLQJ� IRU� WKH�HQYLURQPHQW�DQG�VXVWDLQDEOH�GHYHORSPHQW� LQ� WKH�8QLWHG�6WDWHV�$FFRXQWLQJ�)RUXP�������������������6WRUH\�� 5�� .�� �������� 7KH� 6HDUFK� IRU� $FFRXQWLQJ� 3ULQFLSOHV�� 1HZ� <RUN�� $PHULFDQ� ,QVWLWXWH� RI�&HUWLILHG�3XEOLF�$FFRXQWDQWV�6WUDQG�� 5�� �������� $� V\VWHPV� SDUDGLJP� RI� RUJDQL]DWLRQDO� DGDSWDWLRQV� WR� WKH� VRFLDO� HQYLURQPHQW��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ�������������6WUD\��6��DQG�%DOODQWLQH��-����������&XUUHQW�UHVHDUFK�LVVXHV�LQ�HQYLURQPHQWDO�GLVFORVXUH��LQ�+LEELWW��&���HG���� (QYLURQPHQWDO� $FFRXQWLQJ� DQG� 6XVWDLQDEOH� 'HYHORSPHQW�� 9ROXPH� ,,� 'LVFORVXUH� 	�5HSRUWLQJ��$PVWHUGDP��/LPSHUJ�,QVWLWXXW�6WXUGLYDQW�� )�� '�� �������� ([HFXWLYHV� DQG� DFWLYLVWV�� $� WHVW� RI� VWDNHKROGHU� PDQDJHPHQW��&DOLIRUQLD�0DQDJHPHQW�5HYLHZ��������������6WXUGLYDQW��)��'��DQG�*LQWHU��-��/����������&RUSRUDWH�VRFLDO�UHVSRQVLYHQHVV��0DQDJHPHQW�DWWLWXGHV�DQG�HFRQRPLF�SHUIRUPDQFH��&DOLIRUQLD�0DQDJHPHQW�5HYLHZ���������������6WXUGLYDQW�� )��'�� DQG�9HUQRQ�:RUW]HO�� +�� ��������%XVLQHVV� DQG� 6RFLHW\�� $�0DQDJHULDO� $SSURDFK��)RXUWK�(GLWLRQ��+RPHZRRG��,OOLQRLV��5LFKDUG�'��,UZLQ�,QF�6XFKPDQ�� 0�� �������� 0DQDJLQJ� OHJLWLPDF\�� 6WUDWHJLF� DQG� LQVWLWXWLRQDO� DSSURDFKHV�� $FDGHP\� RI�0DQDJHPHQW�5HYLHZ�����������������6XGD��.��DQG�.RNXEX��.����������'HWHUPLQDQWV�RI�HQYLURQPHQWDO�GLVFORVXUHV�RI�-DSDQHVH�FRPSDQLHV��LQ� -DSDQHVH��� LQ� <DPDJDPL� �� 7�� DQG� ,LGD�� 6�� �HGV���� 6RFLDO� 'LVFORVXUH�� $Q� ,QWHUQDWLRQDO�&RPSDULVRQ �LQ�-DSDQHVH���7RN\R��+DNXWR�6XQGHU�� 6�� �������� 6WRFN� SULFH� DQG� ULVN� UHODWHG� WR� DFFRXQWLQJ� FKDQJHV� LQ� LQYHQWRU\� YDOXDWLRQ�� 7KH�$FFRXQWLQJ�5HYLHZ����������������6XUPD�-��3����������7DFNOLQJ�FRUSRUDWH�$PHULFD¶V�HQYLURQPHQWDO�FKDOOHQJH��5HYLHZ �������������
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6XVWDLQ$ELOLW\�8QLWHG� 1DWLRQV� (QYLURQPHQW� 3URJUDPPH� �81(3�� �����D�� (QJDJLQJ� 6WDNHKROGHUV�9ROXPH����7KH�%HQFKPDUN�6XUYH\��81(3��6XVWDLQ$ELOLW\�/WG���/RQGRQ��6XVWDLQ$ELOLW\�6XVWDLQ$ELOLW\�81(3� �����E�� (QJDJLQJ� 6WDNHKROGHUV� 9ROXPH� ��� 7KH� &DVH� 6WXGLHV�� 81(3��6XVWDLQ$ELOLW\�/WG���/RQGRQ��6XVWDLQ$ELOLW\�6XVWDLQ$ELOLW\�81(3� �������� (QJDJLQJ� 6WDNHKROGHUV�� 7KH� ����� %HQFKPDUN� VXUYH\�� /RQGRQ��6XVWDLQ$ELOLW\�6XVWDLQ$ELOLW\�81(3� �������� (QJDJLQJ� 6WDNHKROGHUV�� 7KH� QRQ�UHSRUWLQJ� UHSRUW�� /RQGRQ��6XVWDLQ$ELOLW\�6XVWDLQ$ELOLW\�81(3���������7KH�,QWHUQHW�5HSRUWLQJ�5HSRUW��/RQGRQ�3DULV��6XVWDLQ$ELOLW\�81(3�6XWWRQ��5��,��DQG�&DOODKDQ��$��,����������7KH�VWLJPD�RI�EDQNUXSWF\��6SRLOHG�RUJDQL]DWLRQDO�LPDJH�DQG�LWV�PDQDJHPHQW��$FDGHP\�RI�0DQDJHPHQW�-RXUQDO����������������6XWWRQ��7��*����������7KH�SURSRVHG�LQWURGXFWLRQ�RI�FXUUHQW�FRVW�DFFRXQWLQJ�LQ�WKH�8�.���'HWHUPLQDQWV�RI�FRUSRUDWH�SUHIHUHQFH��-RXUQDO�RI�$FFRXQWLQJ�	�(FRQRPLFV�������������6X]XNL��'��ZLWK�0F&RQQHOO��$�� ��������7KH�6DFUHG�%DODQFH�± 5HGLVFRYHULQJ�2XU�3ODFH� LQ�1DWXUH��$PKHUVW��1<��3URPHWKHXV�%RRNV�6ZDQVRQ�� '�� /�� �������� $GGUHVVLQJ� D� WKHRUHWLFDO� SUREOHP� E\� UH�RULHQWLQJ� WKH� &RUSRUDWH� 6RFLDO�3HUIRUPDQFH�PRGHO��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ���������������6ZHHQH\�� 3�� �������� 3ROLVKLQJ� WKH� 7DUQLVKHG� ,PDJH� RI� ,QYHVWRU� 5HODWLRQV� ([HFXWLYHV�� 1HZ� <RUN�7LPHV��$SULO���6ZLIW��7�� ��������7UXVW�� UHSXWDWLRQ�DQG�FRUSRUDWH�DFFRXQWDELOLW\� WR� VWDNHKROGHUV��%XVLQHVV�(WKLFV��$�(XURSHDQ�5HYLHZ���������������6\NHV��-��%���HG�����������7KH�&RQFLVH�2[IRUG�'LFWLRQDU\�RI�&XUUHQW�(QJOLVK��6L[WK�(GLWLRQ��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�7D\ORU�� &�� �������� ,QWHUSUHWDWLRQ� DQG� WKH� VFLHQFH� RI�PDQ�� LQ�5DELQRZ��5�� DQG� 6XOOLYDQ��:�� �HGV����,QWHUSUHWLYH�6RFLDO�6FLHQFH���������%HUNOH\�DQG�/RV�$QJHOHV��&$��8QLYHUVLW\�RI�&DOLIRUQLD�3UHVV�7D\ORU��3��DQG�7XUOH\��6����������7KH�UHJXODWLRQ�RI�DFFRXQWLQJ��2[IRUG��%DVLO�%ODFNZHOO�7HRK��+��<��DQG�6KXL��*��<����������$WWLWXGHV�WRZDUGV�FRUSRUDWH�VRFLDO�UHVSRQVLELOLW\�DQG�SHUFHLYHG�LPSRUWDQFH�RI� VRFLDO� UHVSRQVLELOLW\� LQIRUPDWLRQ�FKDUDFWHULVWLFV� LQ�D�GHFLVLRQ�FRQWH[W��-RXUQDO�RI�%XVLQHVV�(WKLFV�������������7HRK��+��<��DQG�7KRQJ��*����������$QRWKHU�ORRN�DW�FRUSRUDWH�VRFLDO�UHVSRQVLELOLW\�DQG�UHSRUWLQJ��$Q�HPSLULFDO�VWXG\�LQ�D�GHYHORSLQJ�FRXQWU\��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\����������������7HUQLVLHQ��0�� �������� 6RFLDO� DFFRXQWLQJ�� LQ� (QWHULQJ� WKH� ��¶V� :RUNLQJ� 3DSHUV� RI� WKH� ,9WK� 6WXG\�&RQIHUHQFH�RI�WKH�8QLRQ�(XURSpHQQH�GHV�([SHUWV�&RPSWDEOHV�(FRQRPLTXHV�HW�)LQDQFLHUV��8(&��$PVWHUGDP��1,95$��6HSWHPEHU��������������7HUUHEHUU\�� 6�� �������� 7KH� HYROXWLRQ� RI� RUJDQL]DWLRQDO� HQYLURQPHQWV�� $GPLQLVWUDWLYH� 6FLHQFH�4XDUWHUO\��0DUFK����������7HRK��+��<��DQG�7KRQJ��*����������$QRWKHU�ORRN�DW�FRUSRUDWH�VRFLDO�UHVSRQVLELOLW\�DQG�UHSRUWLQJ��$Q�HPSLULFDO�VWXG\�LQ�D�GHYHORSLQJ�FRXQWU\��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\����������������7KHXQLVVH��+����������&RUSRUDWH�6RFLDO�5HSRUWLQJ LQ�%HOJLXP��-RXUQDO�8(&����������7KRPSVRQ��-��%����������2UJDQL]DWLRQV�LQ�$FWLRQ��1HZ�<RUN��1<��0F*UDZ�+LOO�7KRPSVRQ��-��%����������6WXGLHV�LQ�WKH�7KHRU\�RI�,GHRORJ\��&DPEULGJH��3ROLW\�3UHVV�7KRPSVRQ��-��%����������7KH�0HGLD�DQG�0RGHUQLW\��$�6RFLDO�7KHRU\�RI�WKH�0HGLD��&DPEULGJH��3ROLW\�3UHVV�7KRUQWRQ��'��%����������$FFRXQWLQJ�DV�SRVW�GHFLVLRQ�LQIRUPDWLRQ��WKHRU\��HYLGHQFH��DQG�LPSOLFDWLRQV��SDSHU� SUHVHQWHG� DW� WKH� �WK $QQXDO� &RQJUHVV� RI� WKH� (XURSHDQ�$FFRXQWLQJ�$VVRFLDWLRQ��$DUKXV��'HQPDUN�7KRUQWRQ��'� %����������$�ORRN�DW�DJHQF\�WKHRU\�IRU�WKH�QRYLFH�± 3DUW����&$0DJD]LQH��1RYHPEHU��������



5HIHUHQFHV

���

7KRUQWRQ��'��%����������$�ORRN�DW�DJHQF\�WKHRU\�IRU�WKH�QRYLFH�± 3DUW����&$0DJD]LQH��-DQXDU\���������7LFH��7�� DQG�6ODYHQV��7��3�� ��������5HVHDUFK�*XLGH� WR�3KLORVRSK\��&KLFDJR�� ,/��$PHULFDQ�/LEUDU\�$VVRFLDWLRQ�7LOW��&��$�� ��������7KH� LQIOXHQFH�RI� H[WHUQDO�SUHVVXUH�JURXSV�RQ�FRUSRUDWH� VRFLDO�GLVFORVXUH��6RPH�HPSLULFDO�HYLGHQFH��$FFRXQWLQJ�$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO��������������7LOW�� &�� $�� �������� (QYLURQPHQWDO SROLFLHV� RI� PDMRU� FRPSDQLHV�� $XVWUDOLDQ� HYLGHQFH�� %ULWLVK�$FFRXQWLQJ�5HYLHZ����������������7LOW�� &�� $�� �������� 7KH� FRQWHQW� DQG� GLVFORVXUH� RI� FRUSRUDWH� HQYLURQPHQWDO� SROLFLHV�� $FFRXQWLQJ�$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO�����������������7LQNHU��$��0����������7RZDUGV�D�3ROLWLFDO�(FRQRP\�RI�$FFRXQWLQJ��$Q�(PSLULFDO�,OOXVWUDWLRQ�RI�WKH�&DPEULGJH�&RQWURYHUVLHV��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\���������������7LQNHU��$��0���HG��������D���6RFLDO�DFFRXQWLQJ�IRU�FRUSRUDWLRQV��0DQFKHVWHU��0DQFKHVWHU�8QLYHUVLW\�3UHVV�7LQNHU��$��0�������E���7KHRULHV�RI�WKH�6WDWH�DQG�WKH�VWDWH�RI�DFFRXQWLQJ��(FRQRPLF�UHGXFWLRQLVP�DQG�SROLWLFDO�YROXQWDULVP�LQ�DFFRXQWLQJ�UHJXODWLRQ�WKHRU\��-RXUQDO�RI�$FFRXQWLQJ�DQG�3XEOLF�3ROLF\�����������7LQNHU��$��0����������3DSHU�3URSKHWV��$�6RFLDO�&ULWLTXH�RI�$FFRXQWLQJ��1HZ�<RUN��1<��3UDHJHU�7LQNHU�� $�� 0�� ������� &ULWLFDO� $FFRXQWLQJ� 5HVHDUFK�� $� 6RFLR�+LVWRULFDO� 5HYLHZ�� 7KH� -RXUQDO� RI�%XVLQHVV�DQG�0DQDJHPHQW�������������7LQNHU��$��0���/HKPDQ��&��DQG�1HLPDUN��0����������)DOOLQJ�GRZQ�WKH�KROH�LQ�WKH�PLGGOH�RI�WKH�URDG��3ROLWLFDO�TXLHWLVP� LQ�FRUSRUDWH� VRFLDO� UHSRUWLQJ� $FFRXQWLQJ�$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO��������������7LQNHU��$��0��DQG�/RZH��(��$����������$�UDWLRQDOH�IRU�FRUSRUDWH�VRFLDO�UHSRUWLQJ��WKHRU\�DQG�HYLGHQFH�IURP�RUJDQL]DWLRQDO UHVHDUFK� -RXUQDO�RI�%XVLQHVV�)LQDQFH�DQG�$FFRXQWLQJ�������������7LQNHU��$��0���0HULQR��%��'��DQG�1HLPDUN�0��'����������7KH�QRUPDWLYH�RULJLQV�RI�SRVLWLYH�WKHRULHV��LGHRORJ\�DQG�DFFRXQWLQJ�WKRXJKW��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\������������ ����7LQNHU��$��0��DQG�1HLPDUN��0����������7KH�UROH�RI�DQQXDO�UHSRUWV�LQ�JHQGHU�DQG�FODVV�FRQWUDGLFWLRQV�DW�*HQHUDO�0RWRUV�������������$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\���������������7LQNHU��$��0��DQG�2NFDERO��)����������)DWDO�DWWUDFWLRQV�LQ�WKH�DJHQF\�UHODWLRQVKLS��%ULWLVK�$FFRXQWLQJ�5HYLHZ����������������7RPNLQV��&����������7KH�ELJ�DJHQGD��$�VFKHPDWLF�VWUXFWXUH�IRU�DFFRXQWLQJ�NQRZOHGJH"�$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO���������������7RPNLQV��&��DQG�*URYHV��5����������7KH�HYHU\GD\�DFFRXQWDQW�DQG�UHVHDUFKLQJ�KLV�UHDOLW\��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\���������������7RQNLQ��'�� -�� ��������(QYLURQPHQWDO� SURWHFWLRQ� VWDWHPHQWV�� LQ�7RQNLQ��'�� -�� DQG�6NHUUDWW��/��&��/���HGV����LQ�)LQDQFLDO�5HSRUWLQJ������±�������$�VXUYH\�RI�8.�UHSRUWLQJ�SUDFWLFH��/RQGRQ��,&$(:�7RQNLQ��'��-��DQG�6NHUUDWW��/��&��/���������)LQDQFLDO�5HSRUWLQJ����������$�VXUYH\�RI�8.�UHSRUWLQJ�SUDFWLFH��/RQGRQ��,&$(:�7RXFKH� 5RVV� 0DQDJHPHQW� &RQVXOWDQWV� �������� +HDG� LQ� WKH� &ORXGV� RU� +HDG� LQ� WKH� 6DQG"� 8.�0DQDJHUV�$WWLWXGHV�WR�(QYLURQPHQWDO�,VVXHV�± $�6XUYH\��/RQGRQ��7RXFKH�5RVV�7ULFNHU��5����������(GLWRU¶V�3ROLF\�1RWH��&RUSRUDWH�*RYHUQDQFH�������������-DQXDU\�7URWPDQ�� .�� 7�� �������� 6RFLDO� UHVSRQVLELOLW\� GLVFORVXUHV� E\� $XVWUDOLDQ� FRPSDQLHV�� &KDUWHUHG�$FFRXQWDQW�LQ�$XVWUDOLD��������������7URWPDQ��.��7��DQG�%UDGOH\��*��:����������$VVRFLDWLRQV�EHWZHHQ�VRFLDO�UHVSRQVLELOLW\�GLVFORVXUH�DQG�FKDUDFWHULVWLFV�RI�FRPSDQLHV��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\���������������7UXPDQ��'��%����������7KH�*RYHUQPHQWDO�3URFHVV��1HZ�<RUN��$OIUHG�$��.QRSI�
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7VDQJ��(��:��.����������$�ORQJLWXGLQDO�VWXG\�RI�FRUSRUDWH�VRFLDO�UHSRUWLQJ�LQ�6LQJDSRUH��7KH�FDVH�RI�WKH� EDQNLQJ�� IRRG� DQG� EHYHUDJHV� DQG� KRWHO� LQGXVWULHV�� $FFRXQWLQJ�� $XGLWLQJ� 	� $FFRXQWDELOLW\�-RXUQDO����������������7XFNHU��-����������&DSLWDO�VWUXFWXUH��$Q�HFRQRPLF�SHUVSHFWLYH�RQ�(XURSH��LQ�3RLQWRQ��-���HG����,VVXHV�LQ�%XVLQHVV�7D[DWLRQ��$OGHUVKRW��8.��$YHEXU\��&KDSWHU���7XUQEXOO��6����������7KH�1HHG�IRU�6WDNHKROGHU�&RXQFLOV�LQ�6RFLDO�$XGLWV��6RFLDO�DQG�(QYLURQPHQWDO�$FFRXQWLQJ���������������7XUQEXOO�� 6�� �������� &RUSRUDWH� *RYHUQDQFH�� LWV� 6FRSH�� &RQFHUQV� DQG� 7KHRULHV�� &RUSRUDWH�*RYHUQDQFH�����������������2FWREHU�8QHUPDQ��-����������0HWKRGRORJLFDO�LVVXHV��5HIOHFWLRQV�RQ�TXDQWLILFDWLRQ�LQ�FRUSRUDWH�VRFLDO�UHSRUWLQJ�FRQWHQW�DQDO\VLV��$FFRXQWLQJ�$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO���������������8QLRQ�(XURSpHQQH�GHV�([SHUWV�&RPSWDEOHV�(FRQRPLTXHV�HW�)LQDQFLHUV��8(&����������(QWHULQJ�WKH���¶V��:RUNLQJ�3DSHUV�RI�WKH�,9WK�6WXG\�&RQIHUHQFH�RI�WKH�8(&��$PVWHUGDP��1,Y5$��6HSWHPEHU�������8QLRQ�(XURSpHQQH�GHV�([SHUWV�&RPSWDEOHV�(FRQRPLTXHV�HW�)LQDQFLHUV��8(&� ��������6WDQGDUGLVHG�VWUXFWXUH�IRU�VRFLDO�UHSRUWLQJ� 6WUDVERXUJ�&RQJUHVV��8(&�8OOPDQQ�� $�� $�� �������� &RUSRUDWH� VRFLDO� UHSRUWLQJ�� 3ROLWLFDO� LQWHUHVWV� DQG� FRQIOLFWV� LQ� *HUPDQ\��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\������������������8OOPDQQ��$��$����������'DWD�LQ�VHDUFK�RI�D�WKHRU\��D�FULWLFDO�H[DPLQDWLRQ�RI�WKH�UHODWLRQVKLSV�DPRQJ�VRFLDO� SHUIRUPDQFH�� VRFLDO� GLVFORVXUH�� DQG� HFRQRPLF� SHUIRUPDQFH� RI� XV� ILUPV�� $FDGHP\� RI�0DQDJHPHQW�5HYLHZ����������������8OOPDQQ�� $� (�� �������� 7KH� FRUSRUDWH� HQYLURQPHQWDO� DFFRXQWLQJ� V\VWHP�� D� PDQDJHPHQW� WRRO� IRU�ILJKWLQJ�HQYLURQPHQWDO�GHJUDGDWLRQ��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\������� �����8QLWHG�1DWLRQV�&KLOGUHQ�)XQG��81,&()����������7KH�6WDWH�RI�WKH�:RUOG¶V�&KLOGUHQ��1HZ�<RUN��1<��81,&()�8QLWHG� 1DWLRQV�� (FRQRPLF� DQG� 6RFLDO� &RXQFLO�� &RPPLVVLRQ� RQ� 7UDQVQDWLRQDO� &RUSRUDWLRQV� �81�&7&��� ,QWHUJRYHUQPHQWDO�:RUNLQJ�*URXS�RI�([SHUWV� RQ� ,QWHUQDWLRQDO� 6WDQGDUGV� RI�$FFRXQWLQJ�DQG� 5HSRUWLQJ� �,6$5�� �������� ,QIRUPDWLRQ� 'LVFORVXUH� 5HODWLQJ� WR� (QYLURQPHQWDO� 0HDVXUHV��5HSRUW� E\� WKH� 6HFUHWDU\� *HQHUDO� �(�&����$&������������ 1HZ�<RUN�� 81 (FRQRPLF� DQG� 6RFLDO�&RXQFLO�81�&7&�,6$5 ��������$FFRXQWLQJ�IRU�(QYLURQPHQWDO�3URWHFWLRQ�0HDVXUHV��5HSRUW�E\�WKH�6HFUHWDU\�*HQHUDO��0DUFK��(�&����$&������������1HZ�<RUN��81�(FRQRPLF�DQG�6RFLDO�&RXQFLO�81� &7&� ,6$5 �������� (QYLURQPHQWDO� 'LVFORVXUHV� ,QWHUQDWLRQDO� 6XUYH\� RI� &RUSRUDWH� 5HSRUWLQJ3UDFWLFHV� 5HSRUW� RI� WKH� 6HFUHWDU\�*HQHUDO�� ��� -DQXDU\� �(�&����$&������������1HZ�<RUN��81�(FRQRPLF�DQG�6RFLDO�&RXQFLO�81� &7& ,6$5 �������� (QYLURQPHQWDO� 'LVFORVXUHV� ,QWHUQDWLRQDO� 6XUYH\� RI� &RUSRUDWH� 5HSRUWLQJ�3UDFWLFHV��5HSRUW� E\� WKH� 81&7$'�6HFUHWDULDW�� ��� -DQXDU\� �(�&����$&������������ 1HZ�<RUN��1<��81�(FRQRPLF�DQG�6RFLDO�&RXQFLO�81�&7&�,6$5 ��������'LVFORVXUHV�E\�7UDQVQDWLRQDO�&RUSRUDWLRQV�RI�(QYLURQPHQWDO�0DWWHUV�DW�WKH�1DWLRQDO� /HYHO� LQ� $QQXDO� 5HSRUWV�� 5HSRUW� E\� WKH� 81&7$'� 6HFUHWDULDW�� �� -DQXDU\��7'�%,71&�$&�������*HQHYD��81�(FRQRPLF�DQG�6RFLDO�&RXQFLO�8QLWHG�1DWLRQV��7UDQVQDWLRQDO�&RUSRUDWLRQ�DQG�0DQDJHPHQW�'LYLVLRQ��'HSDUWPHQW�RI�(FRQRPLF�DQG�6RFLDO�'HYHORSPHQW� �81&7$'���������� ,QWHUQDWLRQDO�$FFRXQWLQJ�DQG�5HSRUWLQJ� ,VVXHV��3DULV��81&7$'�8QLWHG�1DWLRQV��7UDQVQDWLRQDO�&RUSRUDWLRQV�DQG�0DQDJHPHQW�'LYLVLRQ��'HSDUWPHQW�RI�(FRQRPLF�DQG�6RFLDO�'HYHORSPHQW� �81&7$'�� �������� $FFRXQWLQJ� IRU� 6XVWDLQDEOH�)RUHVWU\�0DQDJHPHQW�� $�&DVH�6WXG\��3DULV��81&7$'�8QLWHG�1DWLRQV��7UDQVQDWLRQDO�&RUSRUDWLRQV�DQG�0DQDJHPHQW�'LYLVLRQ��'HSDUWPHQW�RI�(FRQRPLF�DQG�6RFLDO�'HYHORSPHQW��,QWHUJRYHUQPHQWDO�:RUNLQJ�*URXS�RI�([SHUWV�RQ�,QWHUQDWLRQDO�6WDQGDUGV RI�$FFRXQWLQJ�DQG�5HSRUWLQJ� �81&7$'�,6$5�� ������� (QYLURQPHQWDO�)LQDQFLDO�$FFRXQWLQJ�DQG�
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5HSRUWLQJ� DW� WKH� &RUSRUDWH� /HYHO�� 5HSRUW� E\� WKH� 81&7$'� 6HFUHWDULDW�� ��� 1RYHPEHU��7'�%�&20���,6$5����3DULV��81&7$'�8QLWHG�1DWLRQV��7UDQVQDWLRQDO�&RUSRUDWLRQ�DQG�0DQDJHPHQW�'LYLVLRQ��'HSDUWPHQW�RI�(FRQRPLF�DQG�6RFLDO� 'HYHORSPHQW� �81&7$'� �������� /LQNLQJ� HQYLURQPHQWDO� DQG� ILQDQFLDO� SHUIRUPDQFH��$�VXUYH\� RI� EHVW� SUDFWLFH� WHFKQLTXHV�� LQ� ,QWHUQDWLRQDO� $FFRXQWLQJ� DQG� 5HSRUWLQJ� ,VVXHV� �����5HYLHZ��*HQHYD��8QLWHG�1DWLRQV�8QLWHG�1DWLRQV��7UDQVQDWLRQDO�&RUSRUDWLRQV�DQG�0DQDJHPHQW�'LYLVLRQ��'HSDUWPHQW�RI�(FRQRPLF�DQG�6RFLDO�'HYHORSPHQW��,QWHUJRYHUQPHQWDO�:RUNLQJ�*URXS�RI�([SHUWV�RQ�,QWHUQDWLRQDO�6WDQGDUGV�RI�$FFRXQWLQJ� DQG� 5HSRUWLQJ� �81&7$'�,6$5�� ������� $FFRXQWLQJ� DQG� )LQDQFLDO� 5HSRUWLQJ� IRU�(QYLURQPHQWDO� &RVWV� DQG� /LDELOLWLHV�� 5HSRUW� E\� WKH� 81&7$'� 6HFUHWDULDW�� ��� 0DUFK��7'�%�&20���,6$5�����3DULV��81&7$'�8QLWHG� 1DWLRQV�� (QYLURQPHQW� 3URJUDPPH�� ,QGXVWU\� DQG� (QYLURQPHQW� �81(3� ,(�� ������� &RPSDQ\�(QYLURQPHQWDO� 5HSRUWLQJ�� $� 0HDVXUH� RI WKH� 3URJUHVV� RI� %XVLQHVV� DQG� ,QGXVWU\� 7RZDUGV�6XVWDLQDEOH�'HYHORSPHQW��7HFKQLFDO�5HSRUW�6HULHV�1R������3DULV��81(3�,(�8QLWHG� 1DWLRQV� :RUOG� &RPPLVVLRQ� RQ� (QYLURQPHQW� DQG� 'HYHORSPHQW� �81:&('�� ������� 2XU�&RPPRQ�)XWXUH��7KH�%UXQGWODQG�5HSRUW���2[IRUG��2[IRUG 8QLYHUVLW\�3UHVV�8QLWHG�6WDWHV�&RQJUHVV��6HQDWH��6XEFRPPLWWHH�RQ�$QWLWUXVW�DQG�0RQRSRO\�RI�WKH�&RPPLWWHH�RI�WKH�-XGLFLDU\���������+HDULQJV��7KH�3HWUROHXP�,QGXVWU\��3DUW�,,,���WK &RQJUHVV���VW 6HVVLRQ�8QLWHG�6WDWHV�(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\��86�(3$����������$Q�,QWURGXFWLRQ�WR�(QYLURQPHQWDO�$FFRXQWLQJ�DV�D�%XVLQHVV�0DQDJHPHQW�7RRO��.H\�&RQFHSWV�DQG�7HUPV��:DVKLQJWRQ��86$��86�(3$�8QLWHG�6WDWHV�(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\��86�(3$����������(QYLURQPHQWDO�$FFRXQWLQJ�&DVH�6WXGLHV�� )XOO� &RVW� $FFRXQWLQJ IRU�'HFLVLRQ�0DNLQJ� DW�2QWDULR�+\GUR��:DVKLQJWRQ��'�&���86�(3$�8QLWHG� 6WDWHV� +RXVH� RI� 5HSUHVHQWDWLYHV� �������� 6XSHUIXQG�� :DVKLQJWRQ�� '�&��� 86� *RYHUQPHQW�3ULQWLQJ�2IILFH��8QLWHG�6WDWHV 6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��6(&����������6HFXULWLHV�$FW�5HOHDVH�1R��������(QYLURQPHQWDO�'LVFORVXUH�5XOHV��$SULO�����������:DVKLQJWRQ�'��&���6(&�8QLWHG�6WDWHV 6HFXULWLHV� DQG�([FKDQJH�&RPPLVVLRQ� �6(&�� �������� 6HFXULWLHV�$FW�5HOHDVHV�1R����������DQG ����������(QYLURQPHQWDO�'LVFORVXUH��6HSWHPEHU����������:DVKLQJWRQ�'��&���6(&�8QLWHG�6WDWHV 6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��6(&����������6HFXULWLHV�$FW�5HOHDVH�1R��������)LQDQFLDO� 5HSRUWLQJ� 5HOHDVH� 1R�� ���� 0DQDJHPHQW
V� 'LVFXVVLRQ� DQG� $QDO\VLV� RI� )LQDQFLDO�&RQGLWLRQV�DQG�5HVXOWV�RI�2SHUDWLRQV��&HUWDLQ�,QYHVWPHQW�&RPSDQ\�'LVFORVXUHV��0D\�����������:DVKLQJWRQ�'��&���6(&�8QLWHG�6WDWHV 6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��6(&��6WDII�$FFRXQWLQJ�%XOOHWLQ�1R����������� ��$FFRXQWLQJ�DQG�'LVFORVXUHV�5HODWLQJ�WR�/RVV�&RQWLQJHQFLHV�����)HGHUDO�5HJXODWLRQ����������-XQH�����������:DVKLQJWRQ�'��&���6(&�9DQ�'LHUHQ��:��DQG�9DQ�6ZLJFKHP��-����������7KH�UHOHYDQFH�RI�UHFHQW�GHYHORSPHQWV�LQ�ZHOIDUH�DQG�HQYLURQPHQWDO� HFRQRPLFV� IRU� WKH� VWUDWHJ\� RI� WKH� *UHHQ� 0RYHPHQW�� SDSHU� SUHVHQWHG� DW� WKH�(XURSHDQ�*UHHQ�0RYHPHQW�6HPLQDU��$PVWHUGDP��WKH�1HWKHUODQGV��������-DQXDU\������9DQ�GHQ�%HUJK��5����������7KH�FRUSRUDWH�VRFLDO�UHSRUW�± WKH�'HXWVFKH�6KHOO�H[SHULHQFH��$FFRXQWDQF\��������������9DQ�'DOHQ��0�� ��������&RPSDQ\�(QYLURQPHQWDO�5HSRUWLQJ��&RQGLWLRQV� IRU� WKH�RSWLPDO� LQIRUPDWLRQ�VWUXFWXUH�RI�HQYLURQPHQWDO� UHSRUWV��3XEOLVKHG�0�6F��'LVVHUWDWLRQ��=RHWHUPHHU�� WKH�1HWKHUODQGV��0LQLVWHULH�YDQ�9RONVJH]RQGKHLG��5XLPWHOLMNH�2UGHQLQJ�HQ�0LOLHX��9520��9DQ� +HHUHQ�� $�� �������� *UHHQ� 	� *UH\� %HORZ� 6HD�/HYHO�� $Q� DFFHVV� JXLGH� WR� HQYLURQPHQW� DQG�GHYHORSPHQW�RUJDQLVDWLRQV LQ�WKH�1HWKHUODQGV��7KLUG�HGLWLRQ��%RWK�(1'6��$PVWHUGDP9DQ�1XIIHO�� /��� /LQ�� /�� DQG� /HIHEYUH�� &�� �������� ([WHUQDO� &RUSRUDWH� (QYLURQPHQWDO� 5HSRUWLQJ� LQ�%HOJLXP��SDSHU�SUHVHQWHG�DW�WKH���WK $QQXDO�&RQJUHVV�RI�WKH�(XURSHDQ�$FFRXQWLQJ�$VVRFLDWLRQ��9HQLFH��,WDO\�
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9DQ�1XIIHO��/���/HIHEYUH��&��DQG�/LQ��/����������([WHUQDO�HQYLURQPHQWDO�UHSRUWLQJ�LQ�%HOJLXP��6RFLDO�DQG�(QYLURQPHQWDO�$FFRXQWLQJ�������� ����9DQFH�� 6�� &�� �������� $UH� VRFLDOO\� UHVSRQVLEOH� FRUSRUDWLRQV� JRRG� LQYHVWPHQW� ULVNV"� 0DQDJHPHQW�5HYLHZ���������������9DVDO�� 9�� .�� ��������$JHQGD���� DQG� FRUSRUDWH� HQYLURQPHQWDO� UHSRUWLQJ� LQ� ,QGLD�� VRPH� HPSLULFDO�HYLGHQFH�� SDSHU� SUHVHQWHG� DW� WKH� �WK :RUOG� &RQJUHVV� RI� WKH� ,QWHUQDWLRQDO� $VVRFLDWLRQ� IRU�$FFRXQWLQJ�(GXFDWLRQ�DQG�5HVHDUFK��3DULV��)UDQFH��2FWREHU�������9(%$�$*���������(QYLURQPHQWDO�*XLGHOLQHV��'�VVHOGRUI��*HUPDQ\��9(%$�$*�3XEOLF�5HODWLRQV�9HGVR��/����������&RPSXOVRU\�*UHHQ�5HSRUWLQJ�LQ�'HQPDUN�� IURP�������6RFLDO�DQG�(QYLURQPHQWDO�$FFRXQWLQJ�������������9HUHQLJLQJ�0LOLHXGHIHQVLH�HQ�6WLFKWLQJ�1DWXXU�HQ�0LOLHX��90'�610����������0LOLHX�LQ�EHGULMYHQ��RQV�HHQ�]RUJ��$PVWHUGDP��90'�610�9HUERQG� YDQ� 1HGHUODQGVH� 2QGHUQHPLQJHQ� HQ� 1HGHUODQGVH� &KULVWHOLMN� :HUNJHYHUVYHUERQG��912�1&:����������0LOLHX�DFFRXQWDQF\�LQ�RQGHUQHPLQJHQ��µV�*UDYHQKDJH��912�1&:�9HUERQG� YDQ� 1HGHUODQGVH� 2QGHUQHPLQJHQ� HQ� 1HGHUODQGVH� &KULVWHOLMN� :HUNJHYHUVYHUERQG��912�1&:����������2QGHUQHPLQJHQ�HQ�PLOLHX��µV�*UDYHQKDJH��912�1&:�9HUERQG� YDQ� 1HGHUODQGVH� 2QGHUQHPLQJHQ� HQ� 1HGHUODQGVH� &KULVWHOLMN� :HUNJHYHUVYHUERQG��912�1&:����������0LOLHX]RUJ�LQ�EHGULMYHQ��µV�*UDYHQKDJH��912�1&:�9HUUHFFKLD��5����������'LVFUHWLRQDU\�GLVFORVXUH��-RXUQDO�RI�$FFRXQWLQJ�DQG�(FRQRPLFV���������������9LGDO�� -�� �������� +DSS\� %LUWKGD\� )ULHQGV� RI� WKH� (DUWK�� (DUWKPDWWHUV�� )ULHQGV� RI� WKH� (DUWK� 8.��VXPPHU��QR���������9RJHOSRWK��1� ��������'LH�IUDQ]|VLVFKH�6R]LDOELODQ]��)UDQNIXUW��+DDJ�	�+HLFKHQ�9RONVZDJHQ� $*� �������� &RUSRUDWH� 7DVN�� (QYLURQPHQWDO� 3URWHFWLRQ�� :ROIVEXUJ�� *HUPDQ\��9RONVZDJHQ�$*�:DGGRFN� 6�� $�� DQG�0DKRQ�� -�� )�� �������� &RUSRUDWH� VRFLDO� SHUIRUPDQFH� UHYLVLWHG�� 'LPHQVLRQV� RI�HIILFDF\�� HIIHFWLYHQHVV�� DQG� HIILFLHQF\�� LQ� 3UHVWRQ�� /�� (�� �HG���� 5HVHDUFK� LQ� &RUSRUDWH� 6RFLDO�3HUIRUPDQFH�DQG�3ROLF\��������������*UHHQZLFK��&7��-$,�3UHVV�:DGGRFN� 6��$�� DQG� 6PLWK��1�� �������� &RUSRUDWH� VRFLDO� UHVSRQVLELOLW\� DXGLWV�� GRLQJ�ZHOO� E\� GRLQJ�JRRG��6ORDQ�0DQDJHPHQW�5HYLHZ���������������:DNHIRUG��7����������1DUURZLQJ�WKH�PLFURVFRSH��5HVXUJHQFH�������������:DOGHQ�:��'��DQG�6FKZDUW]��%��1����������(QYLURQPHQWDO�GLVFORVXUHV�DQG�SXEOLF�SROLF\�SUHVVXUHV��-RXUQDO�RI�$FFRXQWLQJ�DQG�3XEOLF�3ROLF\�����������������:DONHU�� 0�� �������� $JHQF\� WKHRU\�� $� IDOVLILFDWLRQLVW� SHUVSHFWLYH�� $FFRXQWLQJ� 2UJDQL]DWLRQV� DQG�6RFLHW\�������������������:DOODFH�� 5�� 6�� 2�� DQG� &RRNH�� 7�� (�� �������� 1RQ�UHVSRQVH� ELDV� LQ� PDLO� DFFRXQWLQJ� VXUYH\V�� $�SHGDJRJLFDO�H[WHQVLRQ� %ULWLVK $FFRXQWLQJ�5HYLHZ�������������:DOODFH�� 5�� 6�� 2�� DQG� 0HOORU�� &�� -�� �������� 1RQ�UHVSRQVH� ELDV� LQ� PDLO� DFFRXQWLQJ� VXUYH\V�� $�SHGDJRJLFDO�QRWH� %ULWLVK�$FFRXQWLQJ�5HYLHZ�������������:DOODFH��5��6��2���1DVHU��.��DQG�0RUD��$����������7KH�UHODWLRQVKLS�EHWZHHQ�WKH�FRPSUHKHQVLYHQHVV�RI�FRUSRUDWH�DQQXDO�UHSRUWV�DQG�ILUP�FKDUDFWHULVWLFV�LQ�6SDLQ��$FFRXQWLQJ�DQG�%XVLQHVV�5HVHDUFK������������:LQWHU��������:DOWHUV��.��'����������&RUSRUDWH�VRFLDO�UHVSRQVLELOLW\�DQG�SROLWLFDO�LGHRORJ\��&DOLIRUQLD�0DQDJHPHQW�5HYLHZ���������������:DUG�� %�� DQG�'XERV�� 5�� ��������2QO\�2QH� (DUWK�� 7KH�&DUH� DQG�0DLQWHQDQFH� RI� D� 6PDOO� 3ODQHW��SUHSDUHG�IRU�WKH�81�&RQIHUHQFH�RQ�WKH�+XPDQ�(QYLURQPHQW�������+DUPRQGVZRUWK��3HQJXLQ�:DUWLFN�� 6�� /�� DQG� 0DKRQ�� -�� )�� �������� 7RZDUG� D� VXEVWDQWLYH� GHILQLWLRQ� RI� WKH� FRUSRUDWH� LVVXH�FRQVWUXFW��$�UHYLHZ�DQG�V\QWKHVLV�RI�WKH�OLWHUDWXUH��%XVLQHVV�DQG�6RFLHW\��������������:DWHV��1����������6RFLDO�UHVSRQVLELOLW\�LQ�LQGXVWU\��7KH�%XVLQHVV�*UDGXDWH��,,,����������
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:DWWV�� 5�� �������� &RUSRUDWH� ILQDQFLDO� VWDWHPHQWV�� D SURGXFW� RI� WKH�PDUNHW� DQG� SROLWLFDO� SURFHVVHV��$XVWUDOLDQ�-RXUQDO�RI�0DQDJHPHQW��������������:DWWV��5��DQG�=LPPHUPDQ��-����������7RZDUGV�D�SRVLWLYH�WKHRU\�RI�WKH�GHWHUPLQDWLRQ�RI�DFFRXQWLQJ�VWDQGDUGV��7KH�$FFRXQWLQJ�5HYLHZ����������������:DWWV��5��DQG�=LPPHUPDQ��-����������7KH�GHPDQG�IRU�DQG�VXSSO\�RI�DFFRXQWLQJ�WKHRULHV��7KH�PDUNHW�IRU�H[FXVHV��$FFRXQWLQJ�5HYLHZ�����������������:DWWV��5�� DQG�=LPPHUPDQ�� -�� ��������3RVLWLYH�$FFRXQWLQJ�7KHRU\�� (QJOHZRRG�&OLIIV��1HZ� -HUVH\��3UHQWLFH�+DOO�:DWWV�� 5�� DQG� =LPPHUPDQ�� -�� �������� 3RVLWLYH� DFFRXQWLQJ� WKHRU\�� $� WHQ� \HDU� SHUVSHFWLYH�� 7KH�$FFRXQWLQJ�5HYLHZ����������������:HEE�� (�� -��� &DPSEHOO�� '�� 7�� DQG� 6FKZDUW]�� 5�� '�� �������� 8QREWUXVLYH� 0HDVXUHV�� 1RQUHDFWLYH�5HVHDUFK�LQ�WKH�6RFLDO�6FLHQFHV��&KLFDJR��5DQG�0F1DOO\�:HEHU��0����������(FRQRP\�DQG�6RFLHW\��$Q�RXWOLQH�RI�LQWHUSUHWLYH�VRFLRORJ\��1HZ�<RUN��%HGPLQVWHU�3UHVV�������:HEHU��0�� ��������)URP�0D[�:HEHU�� (VVD\V� LQ� 6RFLRORJ\�� *HUWK�� +�� +�� DQG�0LOOV�� &��:�� �HGV���/RQGRQ��5RXWHOHGJH�	�.HJDQ�3DXO�:HEHU��0����������7KH�7KHRU\�RI�6RFLDO�DQG�(FRQRPLF�2UJDQL]DWLRQ��1HZ�<RUN��1<��)UHH�3UHVV�:HEHU��0����������(FRQRP\�DQG�6RFLHW\����YROV��%HUNHOH\��&$���8QLYHUVLW\�RI�&DOLIRUQLD�3UHVV�:HEHU�� 5�� 3�� �������� %DVLF� FRQWHQW� DQDO\VLV�� 6HFRQG� (GLWLRQ�� 6DJH� 8QLYHUVLW\� 3DSHU� 6HULHV� RQ�4XDQWLWDWLYH�$SSOLFDWLRQV� LQ� WKH�6RFLDO�6FLHQFHV��6HULHV�1R����������1HZEXU\�3DUN��&DOLIRUQLD��6DJH�:HLFN��.��(����������7KH�6RFLDO�3V\FKRORJ\�RI�2UJDQL]LQJ��6HFRQG�(GLWLRQ��5HDGLQJ��0$��$GGLVRQ�:HVOH\�:HLQEHUJ�� '��� *ROGPDQ�� *�� DQG� %ULJJXP�� 6�� ������� +D]DUGRXV� :DVWH� 5HJXODWLRQ� +DQGERRN�� $�3UDFWLFDO�*XLGH�WR�5&5$�DQG�6XSHUIXQG��1HZ�<RUN��1<��([HFXWLYH�(QWHUSULVH�3XEOLFDWLRQV�&R�:HLU��$����������0HHWLQJ�VRFLDO�DQG�HQYLURQPHQWDO�REMHFWLYHV�WKURXJK�SDUWQHUVKLS��7KH�H[SHULHQFH�RI�8QLOHYHU�� LQ� %HQGHOO�� -�� �HG���� 7HUPV� IRU� (QGHDUPHQW�� %XVLQHVV� 1*2V� DQG� 6XVWDLQDEOH�'HYHORSPHQW��6KHIILHOG��*UHHQOHDI�3XEOLVKLQJ���������:HOOV��0��&����������$�5HYROXWLRQ�LQ�$FFRXQWLQJ�WKRXJKW��$FFRXQWLQJ�5HYLHZ��-XO\���������:HOIRUG�� 5�� �HG��� �������� +LMDFNLQJ� (QYLURQPHQWDOLVP� &RUSRUDWH� 5HSRQVHV� WR� 6XVWDLQDEOH�'HYHORSPHQW��/RQGRQ��(DUWKVFDQ�:HOIRUG��5���HG�����������&RUSRUDWH�(QYLURQPHQWDO�0DQDJHPHQW����6\VWHPV�DQG�6WUDWHJLHV��6HFRQG�(GLWLRQ��/RQGRQ��(DUWKVFDQ�:HOIRUG��5��DQG�*RXOGVRQ��$����������(QYLURQPHQWDO�0DQDJHPHQW�DQG�%XVLQHVV�6WUDWHJ\��/RQGRQ��3LWPDQ�:KHHOHU�� '�� DQG� 6LOODQSll��0�� �������� 7KH� 6WDNHKROGHU� &RUSRUDWLRQ�� $� %OXHSULQW� IRU�0D[LPLVLQJ�6KDUHKROGHU�9DOXH��/RQGRQ��3LWPDQ�:KLWH��+����������$JHQF\�DV�FRQWURO��LQ�3UDWW��-��DQG�=HFNKDXVHU��5���HGV����3ULQFLSDOV�DQG�DJHQWV��7KH�VWUXFWXUH�RI�EXVLQHVV�����������%RVWRQ��+DUYDUG�%XVLQHVV�6FKRRO�3UHVV�:KLWWLQJWRQ�� *�� �������� )LQDQFLDO� $FFRXQWLQJ� 7KHRU\�� $Q� 2YHUYLHZ�� %ULWLVK� $FFRXQWLQJ� 5HYLHZ�������� �����:KLWWLQJWRQ��*����������3RVLWLYH�DFFRXQWLQJ��$�UHYLHZ�DUWLFOH��$FFRXQWLQJ�DQG�%XVLQHVV�5HVHDUFK������������������:K\WH��:��+��-U����������,V�$Q\ERG\�/LVWHQLQJ" 1HZ�<RUN��1<��6LPRQ�	�6FKXVWHU�:LFNV�� $�� &��� *LOEHUW�� '�� 5�� -U�� DQG� )UHHPDQ�� 5�� :�� �������� $� IHPLQLVW� UHLQWHUSUHWDWLRQ� RI� WKH�VWDNHKROGHU�FRQFHSW��%XVLQHVV�(WKLFV�4XDUWHUO\������� �������:LOFR[��'��)����������7KH�$PHULFDQ�QHZVSDSHU��$�VWXG\�LQ�VRFLDO�SV\FKRORJ\��$QQDOV�RI�$PHULFDQ�$FDGHP\�RI�3ROLWLFDO�DQG�6RFLDO�6FLHQFH������������
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:LOGDYVN\��$����������$FFRXQWLQJ�IRU�WKH�HQYLURQPHQW��$FFRXQWLQJ��2UJDQL]DWLRQV�DQG�6RFLHW\��9RO�������������������:LONLQVRQ�� &�� �������� 2UJDQL]DWLRQDO� FRQWURO�� $� UHVRXUFH� GHSHQGHQFH� DSSURDFK�� LQ� /RZH�� 7�� DQG�0DFKLQ�� -�� /�� �HGV���� 1HZ� 3HUVSHFWLYHV� LQ� 0DQDJHPHQW� &RQWURO�� �������� +RXQGPLOOV�� +DQWV��0DFPLOODQ�3UHVV�:LOOLDPV��*��$����������7KH�FRQFHSW�RI�µHJRPDQLD¶�LQ�WKH�WKRXJKW�RI�$QWRQLR�*UDPVFL��6RPH�QRWHV�RQ�LQWHUSUHWDWLRQ��-RXUQDO�RI�WKH�+LVWRU\�RI�,GHDV�������������:LOOLDPVRQ��2��(�� ��������7KH�(FRQRPLFV�RI�'LVFUHWLRQDU\�%HKDYLRXU��0DQDJHULDO�2EMHFWLYHV� LQ�D�7KHRU\�RI�WKH�)LUP��(QJOHZRRG�&OLIIV��1HZ�-HUVH\��3UHQWLFH�+DOO�:LOOLDPVRQ�� 2�� (�� �������� &RUSRUDWH� &RQWURO� DQG� %XVLQHVV� %HKDYLRXU� (QJOHZRRG� &OLIIV�� 1HZ�-HUVH\��3UHQWLFH�+DOO�:LOOLDPVRQ��2��(�� ��������0DUNHWV�DQG�+LHUDUFKLHV��$QDO\VLV�RI�$QWLWUXVW�,PSOLFDWLRQV��1HZ�<RUN��7KH�)UHH�3UHVV�:LOOLDPVRQ�� 2�� (�� �������� 7KH� PRGHUQ� FRUSRUDWLRQ�� 2ULJLQV�� HYROXWLRQ�� DWWULEXWHV� -RXUQDO� RI�(FRQRPLF�/LWHUDWXUH��'HFHPEHU��������������:LOOLDPVRQ��2�� (�� �������� 7KH� (FRQRPLF� ,QVWLWXWLRQV� RI�&DSLWDOLVP��)LUPV��0DUNHWV� DQG�5DWLRQDO�&RQWUDFWLQJ� 1HZ�<RUN��)UHH�3UHVV�:LOOLDPVRQ�� 2�� �������� 7KH� /RJLF� RI� (FRQRPLF� 2UJDQL]DWLRQV�� -RXUQDO� RI� /DZ�� (FRQRPLFV�� DQG�2UJDQL]DWLRQ�����������:LOOPRWW�� +�� �������� 6HWWLQJ� DFFRXQWLQJ� VWDQGDUGV� LQ� WKH� 8.�� 7KH� HPHUJHQFH� RI� WKH� SULYDWH�DFFRXQWLQJ�ERGLHV�DQG�WKHLU�UROH�LQ�WKH�UHJXODWLRQ�RI�SXEOLF�DFFRXQWLQJ�SUDFWLFH��LQ�6WUHHN��:��DQG�6FKPLWWHU��3��&���HGV����3ULYDWH�,QWHUHVW��*RYHUQPHQW�DQG�3XEOLF�3ROLF\��/RQGRQ��6DJH�:LOOPRWW��+�� �����D��� 6HUYLQJ� WKH� 3XEOLF� ,QWHUHVW"�$�&ULWLFDO�$QDO\VLV� RI� D�3URIHVVLRQDO�&ODLP�� LQ�&RRSHU��'��-��DQG�+RSSHU��7��0���HGV��&ULWLFDO�$FFRXQWV��%DVLQJVWRNH��0DFPLOODQ����������:LOOPRWW��+�������E���%H\RQG�SDUDGLJPDWLF�FORVXUH�LQ�RUJDQL]DWLRQDO�HQTXLU\��LQ�+DVVDUG��-��DQG�3\P��'���HGV����7KH�WKHRU\�DQG�SKLORVRSK\�RI�RUJDQL]DWLRQV��/RQGRQ��5RXWOHGJH��������:LOOPRWW��+�������D���%UHDNLQJ�WKH�SDUDGLJP�PHQWDOLW\��2UJDQL]DWLRQ�6WXGLHV�����������������:LOOPRWW��+�������E���3DUDGLJP�JULGORFN��D�UHSO\��2UJDQL]DWLRQ�6WXGLHV�����������������:LOPKXUVW��7��'�� DQG�)URVW��*��5�� ��������&RUSRUDWH�HQYLURQPHQWDO� UHSRUWLQJ��$� WHVW�RI� OHJLWLPDF\�WKHRU\��$FFRXQWLQJ��$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO���������������:LOVRQ��*��.����������,QWHUHVW�*URXSV��2[IRUG��%DVLO�%ODFNZHOO�:LQGH\HU��&����������(QYLURQPHQWDO�ODZ�UHYLHZ��&RUSRUDWH�0DQDJHPHQW��-DQXDU\�)HEUXDU\��������:LVHPDQ��-��:����������$Q�HYDOXDWLRQ�RI�HQYLURQPHQWDO�GLVFORVXUHV�PDGH�LQ�FRUSRUDWH�DQQXDO�UHSRUWV��$FFRXQWLQJ��2UJDQL]DWLRQV�	�6RFLHW\��������������:LWKHUHOO��:�� �������� 7KH� 2(&'� DQG� FRUSRUDWH� JRYHUQDQFH�� $FFRXQWDQF\� ,QWHUQDWLRQDO�� ����� ����-XQH�:ROIH��5����������7KH�XVH�RI�FRQWHQW�DQDO\VLV�WR�DVVHVV�FRUSRUDWH�VRFLDO�UHVSRQVLELOLW\��LQ�3UHVWRQ��/�(���HG����5HVHDUFK�LQ�&RUSRUDWH�6RFLDO�3HUIRUPDQFH�DQG�3ROLF\���������������*UHHQZLFK��&7��-$,�3UHVV�:RQJ�� -�� �������� (FRQRPLF� LQFHQWLYHV� IRU� WKH� YROXQWDU\� GLVFORVXUH� RI� FXUUHQW� FRVW� ILQDQFLDO�VWDWHPHQWV��-RXUQDO�RI�$FFRXQWLQJ�	�(FRQRPLFV�������������:RRG��'��-�������D���7RZDUG�LPSURYLQJ�FRUSRUDWH�VRFLDO�SHUIRUPDQFH��%XVLQHVV�+RUL]RQV���������������:RRG��'�� -�� �����E��� &RUSRUDWH� 6RFLDO� 3HUIRUPDQFH� 5HYLVLWHG���$FDGHP\� RI�0DQDJHPHQW� 5HYLHZ�����������������:RRG�� '�� -�� DQG� -RQHV�� 5�� �������� 6WDNHKROGHU� PLVPDWFKLQJ�� $� WKHRUHWLFDO� SUREOHP� LQ� HPSLULFDO�UHVHDUFK� RQ� FRUSRUDWH� VRFLDO�SHUIRUPDQFH�� ,QWHUQDWLRQDO� -RXUQDO�RI�2UJDQL]DWLRQDO�$QDO\VLV�� ����������
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:RUOG�%XVLQHVV�&RXQFLO� IRU�6XVWDLQDEOH�'HYHORSPHQW� �:%&6'�� ��������(FR�HIILFLHQF\� OHDGHUVKLS�IRU�LPSURYHG�HFRQRPLF�DQG�HQYLURQPHQWDO�SHUIRUPDQFH��*HQHYD��:%&6'�:RUOG�%XVLQHVV�&RXQFLO� IRU� 6XVWDLQDEOH�'HYHORSPHQW� �:%&6'�� �ZULWWHQ� E\�9HUIDLOOLH��+��$�� DQG�%LGZHOO��5��� ��������0HDVXULQJ�(FR�HIILFLHQF\�± $�*XLGH� WR�5HSRUWLQJ�&RPSDQ\�3HUIRUPDQFH��*HQHYD��:%&6'�:RUOG�,QGXVWU\�&RXQFLO�IRU�WKH�(QYLURQPHQW��:,&(����������(QYLURQPHQWDO�5HSRUWLQJ��$�0DQDJHU¶V�*XLGH��3DULV��,QWHUQDWLRQDO�&KDPEHU�RI�&RPPHUFH�:RRGZDUG��'��*�� ��������&RUSRUDWH�6RFLDO�5HVSRQVLELOLW\�DQG� LWV�5HSRUWLQJ�E\�D�6HOHFWLRQ�RI�8.�4XRWHG� &RPSDQLHV� LQ� )RXU� 6HFWRUV�� XQSXEOLVKHG� GLVVHUWDWLRQ�� 7KH� 2SHQ� 8QLYHUVLW\�� 0LOWRQ�.H\QHV�:RRGZDUG�� '�� *�� �������� $� 6WDNHKROGHU� $SSURDFK� WR� &RUSRUDWH� 6RFLDO� 5HSRUWLQJ� $QDO\VLV�XQSXEOLVKHG�SDSHU��UHYLVHG�YHUVLRQ��0DUFK�������:RRGZDUG��'��*�� ��������$� 6WDNHKROGHU� $SSURDFK� WR�&RUSRUDWH� 6RFLDO�5HSRUWLQJ�$QDO\VLV�� SDSHU�SUHVHQWHG� DW� WKH� ��QG $QQXDO� &RQJUHVV� RI� WKH� (XURSHDQ� $FFRXQWLQJ� $VVRFLDWLRQ�� %RUGHDX[��)UDQFH�:RRGZDUG�� '�� *��� (GZDUGV�� 3�� DQG� %LUNLQ�� )�� �������� 2UJDQL]DWLRQDO� OHJLWLPDF\� DQG� VWDNHKROGHU�LQIRUPDWLRQ�SURYLVLRQ��%ULWLVK�-RXUQDO�RI�0DQDJHPHQW���������������:RRGZDUG�� '�� *��� (GZDUGV�� 3�� DQG� %LUNLQ�� )�� �������� 6RPH� HYLGHQFH� RQ� H[HFXWLYHV¶� YLHZV� RI�FRUSRUDWH�VRFLDO�UHVSRQVLELOLW\��%ULWLVK�$FFRXQWLQJ�5HYLHZ����������������:RRGZDUG��'��*���5RYLUD��0��5��DQG�:RRGZDUG��7����������7KH�GHYHORSPHQW�RI�D�TXDGUXSOH�ERWWRP�OLQH�UHSRUWLQJ�PRGHO�DQG�LWV�DSSOLFDWLRQ�WR�WKH�6SDQLVK�ZDWHU�LQGXVWU\��SDSHU�SUHVHQWHG�DW�WKH���WK$QQXDO�&RQJUHVV�RI�WKH�(XURSHDQ�$FFRXQWLQJ�$VVRFLDWLRQ��6HYLOOH��6SDLQ�:RUFHVWHU��5��0����������*UHHQLQJ�WKH�0LOOHQQLXP�± 3XEOLF�2SLQLRQ�DQG�WKH�(QYLURQPHQW� �$�025,�UHVHDUFK� SDSHU��� *UHHQLQJ� WKH�0LOOHQQLXP�&RQIHUHQFH�� &HQWUH� IRU� WKH� 6WXG\� RI� (QYLURQPHQWDO�&KDQJH��/DQFDVWHU�8QLYHUVLW\�����6HSWHPEHU�������<DPDJDPL��7�� DQG�.RNXEX��.�� ��������$�QRWH�RQ�FRUSRUDWH� VRFLDO�GLVFORVXUH� LQ�-DSDQ��$FFRXQWLQJ�$XGLWLQJ�	�$FFRXQWDELOLW\�-RXUQDO�������������<DPH\��%��6����������6RPH�7RSLFV�LQ�WKH�+LVWRU\�RI�)LQDQFLDO�$FFRXQWLQJ�LQ�(QJODQG������������LQ�%D[WHU�� :�� 7�� DQG� 'DYLGVRQ�� 6�� �HGV���� 6WXGLHV� LQ� $FFRXQWLQJ� 7KHRU\�� /RQGRQ�� 6ZHHW� DQG�0D[ZHOO�<XWKDV��.�� DQG�'LOODUG�� -�� )�� �������� (WKLFDO� GHYHORSPHQW� RI� DGYDQFHG� WHFKQRORJ\��$� SRVWPRGHUQ�VWDNHKROGHU�SHUVSHFWLYH��-RXUQDO�RI�%XVLQHVV�(WKLFV������������=DGHN��6����������7KH�VRFLDO�DXGLW�RI�7UDLGFUDIW�SOF��6RFLDO�DQG�(QYLURQPHQWDO�$FFRXQWLQJ�������������=DGHN�� 6�� �������� %DODQFLQJ� SHUIRUPDQFH�� HWKLFV� DQG� DFFRXQWDELOLW\�� -RXUQDO� RI� %XVLQHVV� (WKLFV������������������=DGHN��6�� DQG�(YDQV��5�� ��������$XGLWLQJ� WKH�0DUNHW��$�3UDFWLFDO�$SSURDFK� WR�6RFLDO�$FFRXQWLQJ��/RQGRQ��1HZ�(FRQRPLFV�)RXQGDWLRQ�=DGHN��6�� DQG�0HUPH��0�� ��������5HGHILQLQJ�0DWHULDOLW\��3UDFWLFH�DQG�3XEOLF�3ROLF\� IRU�(IIHFWLYH�&RUSRUDWH�5HSRUWLQJ��/RQGRQ��,QVWLWXWH�RI�6RFLDO�DQG�(WKLFDO�$FFRXQW$ELOLW\�=DGHN�� 6�� DQG� 5D\QDUG�� 3�� �������� 6RFLDO� DXGLWLQJ�� WUDQVSDUHQF\� DQG� DFFRXQWDELOLW\�� $FFRXQWLQJ�)RUXP ����������������=DGHN��6���3UX]DQ��3��DQG�(YDQV��5����������%XLOGLQJ�FRUSRUDWH�DFFRXQWDELOLW\��(PHUJLQJ�SUDFWLFHV�LQ�VRFLDO�DQG�HWKLFDO�DFFRXQWLQJ��DXGLWLQJ�DQG�UHSRUWLQJ��/RQGRQ��(DUWKVFDQ�=DOG��0��1����������3RZHU�LQ�2UJDQL]DWLRQV��9DQGHUELOW�8QLYHUVLW\�3UHVV�=DOG��0��1�� DQG�'HQWRQ��3�� ��������)URP�HYDQJHOLVP� WR�JHQHUDO� VHUYLFH�� WKH� WUDQVIRUPDWLRQ�RI� WKH�<0&$��$GPLQLVWUDWLYH�6FLHQFH�4XDUWHUO\������������=HII��6��$����������&RPPHQWV�RQ�DFFRXQWLQJ�SULQFLSOHV�± KRZ�WKH\�DUH�GHYHORSHG��LQ�6WLUOLQJ��5��5���HG����,QVWLWXWLRQDO�,VVXHV�LQ�3XEOLF�$FFRXQWLQJ��6FKRODUV�%RRN�&R���������=HII��6��$����������7KH�ULVH�RI�³HFRQRPLF�FRQVHTXHQFHV´��-RXUQDO�RI�$FFRXQWDQF\��'HFHPEHU��������
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1('(5/$1'6(�6$0(19$77,1*�6XPPDU\ LQ�'XWFK�
([WHUQH�PLOLHXYHUVODJJHYLQJ�GRRU�JURWH�(XURSHVH�RQGHUQHPLQJHQ(HQ�HFRQRPLVFKH��VRFLDOH�HQ�SROLWLHNH�DQDO\VH�YDQ�KHW�JHGUDJ�YDQ�PDQDJHPHQW
'LW�RQGHU]RHN�ZRUGW�JHPRWLYHHUG�GRRU�GH�LQWHUHVVH�RP�GH�RQGHUOLJJHQGH�DDUGHQ�RRU]DDN�YDQ�KHW� UDSSRUWHUHQ� YDQ� PLOLHX�LQIRUPDWLH� GRRU� RQGHUQHPLQJHQ� �FRUSRUDWH� HQYLURQPHQWDO�GLVFORVXUH� �&('��WH�YHUNODUHQ�HQ�WH�LQWHUSUHWHUHQ��'H]H�LQWHUHVVH�NRPW�WRW�XLWGUXNNLQJ�LQ�KHW�HHUVWH� GHHO� YDQ� GH� RQGHU]RHNVYUDDJ�� GLH� EHGULHJOLMN� HHQYRXGLJ� OLMNW�� PDDU� DDQWRRQEDDU�EHODQJULMN�LV��:DDURP�UDSSRUWHUHQ�RQGHUQHPLQJHQ�RYHU�PLOLHX"�+HW�WZHHGH�GHHO�YDQ�GH�RQGHU]RHNVYUDDJ��GLH�YRRUWYORHLW�XLW�WH�HHUVWH�LV�DOV�YROJW�:HONH� LPSOLFDWLHV� KHEEHQ� GH]H� YHUNODULQJHQ� YRRU� GH� URO� YDQ� PLOLHXYHUVODJJHYLQJ� GRRU�RQGHUQHPLQJHQ�LQ�UHODWLH�WRW�RYHUKHLGVEHOHLG"'H�RQGHU]RHNVDDQSDN��GLH�JHKDQWHHUG�LV�RP�GH]H�RQGHU]RHNVYUDJHQ�WH�EHVSUHNHQ��KRRIGVWXN����]RUJW�YRRU�HHQ�V\VWHPDWLVFK�RQGHU]RHN�QDDU�PLOLHXYHUVODJJHYLQJ�YRRU�HHQ�VWHHNSURHI�YDQ���� JURWH� RQGHUQHPLQJHQ� XLW� GH� %HQHOX[� HQ� 'XLWVODQG� RYHU� GH� ]HYHQMDDUOLMNVH� SHULRGH� YDQ������WRW�������+HW�RQGHU]RHN�LV�XLWJHYRHUG�GRRU�KHW�WRHSDVVHQ�YDQ�]RZHO�FURVV�VHFWLRQHOH�DOV�ORQJLWXGLQDOH�DQDO\VHV��0HW�EHWUHNNLQJ�WRW�GH�FURVV�VHFWLRQHOH�DQDO\VH��KRRIGVWXN������ZRUGHQ�GULH� WKHRULHsQ� JHEUXLNW� �WH� ZHWHQ� GH� HFRQRPLVFKH� DJHQF\WKHRULH� �($7� KRRIGVWXN� ����PDQDJHULDO� VWDNHKROGHU� WKHRU\� �067� � KRRIGVWXN� ��� HQ� GH� RUJDQLVDWLH�OHJLWLPLWHLWVWKHRULH��2/7� � KRRIGVWXN� ����� +LHUELM� ZRUGW� YHUYROJHQV� GH� K\SRWKHWLVFK�GHGXFWLHYH� PHWKRGH� YDQ�RQGHU]RHN�JHEUXLNW�RP�WRW�GULH�JURHSHQ�YDQ�WRHWVEDUH�K\SRWKHVHQ�WH�NRPHQ��'H]H�K\SRWKHVHQ�YRRUVSHOOHQ��JHEDVHHUG�RS�YRRUJDDQG�RQGHU]RHN��KRRIGVWXN����HQ�SUDNWLMN��KRRIGVWXN�����HHQ�UHODWLH�WXVVHQ�DIZLMNLQJHQ�LQ�GH�KRHYHHOKHLG�&('�GRRU�RQGHUQHPLQJHQ�HQ�GH�DIZLMNLQJHQ�LQDQGHUH�YHUNODUHQGH�YDULDEHOHQ��'H]H�DQGHUH�YDULDEHOHQ�ZRUGHQ�JHSUHVHQWHHUG�LQ�GH�YRUP�YDQ�RI�EHGULMIVNHQPHUNHQ�RI�VRFLR�SROLWLHNH�LQYORHGHQ�ELQQHQ�HHQ�RYHUDOO�FRQFHSWXHHO�UDDPZHUN�RYHU� GH� UHODWLH� WXVVHQ� GH� RQGHUQHPLQJ� HQ� &('� �KRRIGVWXN� ���� +LHUELM� ZRUGW� YRRU� KHW�RQGHU]RHN�HHQ�WHOHRORJLVFKH FRQVWUXFWLH�JHEUXLNW�YRRU�GH�WRHSDVVLQJ�YDQ�GH]H�GULH�WKHRULHsQ�LQ� GH� FRQWH[W� YDQ� &('�� 'DW� ZLO� ]HJJHQ�� KHW� IHQRPHHQ� &('� ZRUGW� JH]LHQ� DOV� LHWV� GDW�SODDWVYLQGW�� QLHW� SHU� RQJHOXN� RI� WRHYDOOLJ�� PDDU� DOV� UHVXOWDDW� YDQ� HHQ� EHZXVWH�� RS]HWWHOLMNH�DFWLH�YDQ�GH�]LMGH�YDQ�KHW�PDQDJHPHQW�LQ�GH�ULFKWLQJ�YDQ�HHQ�VRRUW�YRRURSJH]HW�HFRQRPLVFK��VRFLR�HFRQRPLVFK� RI� VRFLR�SROLWLHN� GRHO�� 9RRU� KHW� GRHO� YDQ� GH� ORQJLWXGLQDOH� DQDO\VH��KRRIGVWXN� ���� ZRUGW� HHQ� YLHUGH� WKHRULH�� GH� SROLWLHNH� HFRQRPLH YDQ� GH� DFFRXQWLQJ� WKHRULH��3($7�± KRRIGVWXN�����WRHJHYRHJG�DDQ�KHW�RQGHU]RHN�RP�HHQ�UDGLFDOH��NULWLVFKH�LQWHUSUHWDWLH�WH�JHYHQ�YDQ�GH�WUHQG�LQ�&('�RYHU�GH�SHULRGH�YDQ�KHW�RQGHU]RHN��'H� EHZHULQJHQ� YDQ� RQGHU]RHNHUV� HQ� GH� YRRUVSHOOLQJHQ� YDQ� GH� JHKDQWHHUGH� WKHRULHsQ�VXJJHUHUHQ� GDW� HU� YHOH� IDFWRUHQ� ]LMQ� GLH� RPYDQJ� YDQ� &('� EHwQYORHGHQ� �KRRIGVWXN� ���� 'H�
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ODDWVWH� ��� MDUHQ� RQJHYHHU�� KHHIW� HHQ� WRHQHPHQGH� KRHYHHOKHLG� RQGHU]RHN� QDDU�PDDWVFKDSSHOLMNH� HQ� PLOLHXYHUVODJJHYLQJ� �&65��� ZDDUYDQ� HHQ� WRHQHPHQG� GHHO� H[SOLFLHW�WKHRUHWLVFK� DQDO\VHHUW�� EHKRRUOLMN�ZDW� LQ]LFKW� JHJHYHQ� LQ� GH� RQGHUOLJJHQGH� DDUG� HQ� RRU]DDN�YDQ� &('�� (FKWHU�� GLW� RQGHU]RHN� YHUVFKLOW� YDQ� YRRUJDDQG� &65�RQGHU]RHN� LQ� HHQ� DDQWDO�EHODQJULMNH� RS]LFKWHQ�� $OOHUHHUVW� ZRUGW� LQ� KHW� RQGHU]RHN� JHNHNHQ� QDDU� PLOLHXUDSSRUWHULQJ�GRRU� RQGHUQHPLQJHQ� LQ� YHUVFKLOOHQGH� (XURSHVH� ODQGHQ� LQ� SODDWV� YDQ� QDDU� RQGHUQHPLQJHQ�JHYHVWLJG� LQ� ppQ� ODQG�� 7HQ� WZHHGH� NLMNW� KHW� RQGHU]RHN� QDDU� RQGHUQHPLQJHQ� XLW� DFKW�EHGULMIVWDNNHQ��GLH�EHVFKRXZG�ZRUGHQ�DOV�YHUVFKLOOHQG�PHW�EHWUHNNLQJ�WRW�KXQ�UHODWLH�PHW�HQ�DDQVSUDNHQ� RS� GH� QDWXXUOLMNH� OHHIRPJHYLQJ�� 7HQ� GHUGH�� RQGHU]RHNW� GH]H� VWXGLH� &('� GLH�YRRUNRPHQ� LQ� HHQ� YDULsWHLW� YDQ� YHUVFKLOOHQGH� HFRQRPLVFKH�� VRFLDOH� HQ� PLOLHXYHUVODJHQ� LQ�SODDWV� YDQ� XLWVOXLWHQG� ILQDQFLsOH� MDDUYHUVODJHQ� HQ� YHUDQWZRRUGLQJHQ�� 7HQ� YLHUGH�� ZRUGW�JHNHNHQ� QDDU� GH� YHUVODJJHYLQJ� RYHU� HHQ� SHULRGH� YDQ� ]HYHQ� MDDU� LQ� SODDWV� YDQ� QDDU� HHQ�PRPHQWRSQDPH� YDQ� ppQ� MDDU�� 7HQ� YLMIGH� JHEUXLNW� KHW� RQGHU]RHN� YHUVFKLOOHQGH� WKHRULHsQ� LQ�SODDWV� YDQ� VOHFKWV� ppQ� HQNHOH� WKHRULH�� GLH� YHUVFKLOOHQGH� YHUNODUHQGH� YDULDEHOHQ� JHHIW� RP�GH�YRRUVSHOOLQJHQ� YDQ� GH]H� WKHRULHsQ� WH� WRHWVHQ�� 7RW� VORW�� LV� JHEUXLN� JHPDDNW� YDQ� HHQ�YHUVFKHLGHQKHLG� DDQ� RQGHU]RHNVPHWKRGHQ�� WH� ZHWHQ� YHOGRQGHU]RHN� HQ� LQKRXGDQDO\VH�� YRRU�KHW�YHUNULMJHQ�YDQ�PHHWEDUH�ZDDUGHQ�YRRU�&('�HQ�VXUURJDWHQ�YRRU�YHUNODUHQGH�YDULDEHOHQ��GLH�YHUYROJHQV�JHEUXLNW�NXQQHQ�ZRUGHQ�YRRU�KHW� WHVWHQ�YDQ�HHQ�UHODWLH� WXVVHQ�&('�HQ�GH]H�DQGHUH�YHUNODUHQGH�YDULDEHOHQ�� HYHQDOV�YRRU�KHW� LQWHUSUHWHUHQ�YDQ� WUHQGV� LQ�&('� LQ�GH� WLMG��'H]H� NHQPHUNHQ� YDQ� KHW� RQGHU]RHN� YRUPHQ� WH]DPHQ�� HHQ XQLHNH� FURVV�VHFWLRQHOH� HQ�ORQJLWXGLQDOH� VWXGLH� QDDU� PLOLHXYHUVODJJHYLQJ� GLH� QLHW� DOOHHQ� V\VWHPDWLVFK� LV� LQ� KDDU�RQGHU]RHN� QDDU� RQGHUOLJJHQGH� UHODWLHV�� PDDU� RRN� PXOWL�SDUDGLJPDWLVFK� LV� YDQZHJH� KHW�JHEUXLN�YDQ�GH�YHUVFKLOOHQGH�µYHUKDOHQ¶�RYHU�&('�LQ�GH�FRQWH[W�YDQ�GH�UHODWLH�RQGHUQHPLQJ�PDDWVFKDSSLM�
&URVV�VHFWLRQHOH�DQDO\VH��+RRIGVWXN���%LM�($7��ZHUG�GH�5RFKHVWHU�6FKRRO¶V�EUDQG�RI�DJHQF\� WKHRU\ JHEUXLNW�RP�GH�YROJHQGH�VHW�YDQ�WRHWVEDUH�YDULDEHOHQ�WH�RQWZLNNHOHQ��+�� (U�LV�HHQ�SRVLWLHYH�UHODWLH�WXVVHQ�SROLWLHNH�]LFKWEDDUKHLG�HQ�&('�+�� (U� LV� HHQ� SRVLWLHYH� UHODWLH� WXVVHQ� GH� PLOLHXJHYRHOLJKHLG� YDQ� EHGULMIVWDNNHQ� HQ�&('�+�� (U�LV�HHQ�SRVLWLHYH�UHODWLH�WXVVHQ�FRQWUDFW� HQ�PRQLWRULQJNRVWHQ�HQ�&('��(U�ZHUGHQ�YLHU�VXUURJDWHQ�JHEUXLNW�YRRU�GH�SUR[LHV�YRRU�SROLWLHNH�]LFKWEDDUKHLG�± 7RWDDO�YDQ�GH� DFWLYD�� KHW� DDQWDO� ZHUNQHPHUV�� ZHUNNDSLWDDO�� HQ� ZLQVW�� 'H� PLOLHXJHYRHOLJKHLG� YDQ�EHGULMIVWDNNHQ�ZHUG�JHUHODWHHUG�DDQ�GH�JHYRHOLJKHLG�YDQ�GH�DFWLYLWHLWHQ�YDQ�GH�EHGULMIVWDN�LQ�UHODWLH� WRW� GH�QDWXXUOLMNH� OHHIRPJHYLQJ��'H� FRQWUDFW� HQ�PRQLWRULQJ�NRVWHQ�ZHUGHQ�JHPHWHQ�GRRU� JHEUXLN� WH� PDNHQ� YDQ� WZHH� EHODQJULMNH� PDUNWYDULDEHOHQ�� ILQDQFLHHO� KHIERRPHIIHFW��JHEDVHHUG�RS��L��GH�UDWLR�ODQJH�WHUPLMQ�VFKXOGHQ�LQ�YHUKRXGLQJ�WRW�KHW�WRWDDO�YDQ�GH�DFWLYD�HQ��LL��GH�UDWLR�YDQ�ODQJH�WHUPLMQ VFKXOGHQ�LQ�UHODWLH�WRW�KHW�HLJHQ�YHUPRJHQ�HQ�GLYLGHQG�FRYHU��JHEDVHHUG�RS�GH�UDWLR�YDQ�GLYLGHQG�LQ�UHODWLH� WRW�YULM�EHVFKLNEDUH�LQJHKRXGHQ�ZLQVWHQ��9RRU�LHGHUH�K\SRWKHVH�]LMQ�VWDWLVFKH�UHJUHVVLHV�XLWJHYRHUG�RP�GH�UHODWLH� WXVVHQ�KHW�VXUURJDDW�YRRU�GH�EHWUHIIHQGH�YHUNODUHQGH�YDULDEHOH�HQ�&('�WH�WHVWHQ�YRRU�LHGHU�YDQ�GH�]HYHQ�MDUHQ�YDQ�GH�VWXGLH�� 'H� UHVXOWDWHQ� ]LMQ� FRQVLVWHQW� PHW� GH� YRRUVSHOOLQJHQ� YDQ� ($7� PHW� EHWUHNNLQJ� WRW�SROLWLHNH� ]LFKWEDDUKHLG� �+��� HQ�PLOLHXJHYRHOLJKHLG�YDQ�EHGULMIVWDNNHQ� �+����'H]H� UHVXOWDWHQ�YHUHLVHQ�GDW�GH�QXO�K\SRWKHVH�RQGHU�+��DQG�+��ZRUGW�YHUZRUSHQ��(FKWHU��GH�UHVXOWDWHQ�YDQ�GH�
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WHVWHQ�RQGHU�+��PHW�EHWUHNNLQJ�WRW�GH�FRQWUDFW� HQ�PRQLWRULQJNRVWHQ�ZDUHQ�QLHW�FRQVLVWHQW�PHW�GH� YRRUVSHOOLQJHQ� RQGHU� ($7�� 'DDURP� NDQ� GH� QXOK\SRWKHVH� RQGHU� +� QLHW� ZRUGHQ�YHUZRUSHQ�'H� WZHHGH� WKHRULH��067��YRRUVSHOW� GDW� KHW� JHGUDJ�YDQ�KHW�PDQDJHPHQW�ZRUGW�JHPRWLYHHUG�GRRU� GH� ]RUJ� RP� GH� YHUVFKLOOHQGH� VWDNHKROGHUJURHSHQ� YDQ� KHW� EHGULMI� WH� PDQDJHQ� LQ�RYHUHHQVWHPPLQJ�PHW�GH�PDWH�ZDDULQ�GH]H�YHUVFKLOOHQGH�JURHSHQ�GRRU�KHW� WRSPDQDJHPHQW�ZRUGHQ�JH]LHQ�DOV�JURHSHQ�GLH�LQ�VWDDW�]LMQ�RP�KHW�QDVWUHYHQ�YDQ�GH�ODQJH�WHUPLMQ�VWUDWHJLVFKH�GRHOVWHOOLQJHQ�GRRU�KHW�EHGULMI�LQ�JHYDDU�WH�EUHQJHQ�RI�GLH�GDDUGRRU�LQ�JHYDDU�NXQQHQ�ZRUGHQ�JHEUDFKW�� 'LW� DOJHPHQH� PRGHO� ZHUG� JHEUXLNW� RP�GH� YROJHQGH� VHW� WRHWVEDUH� K\SRWKHVHQ� WH�RQWZLNNHOHQ��+�� +HW�PDQDJHPHQW�YLQGW�VRPPLJH�VWDNHKROGHUJURHSHQ�EHODQJULMNHU�GDQ�DQGHUHQ��+�� (U�LV�HHQ�SRVLWLHYH�UHODWLH�WXVVHQ�GH�EHODQJULMNKHLG�YDQ�VWDNHKROGHUV�HQ�&('�+�� (U� LV� HHQ� SRVLWLHYH� UHODWLH� WXVVHQ� GH PDWH� YDQ� GLUHFWH� EHWURNNHQKHLG� YDQ� VHQLRU�PDQDJHPHQW�ELM�KHW�IRUPXOHUHQ�YDQ�KHW�EHGULMIVPLOLHXEHOHLG�HQ�&('�'H� HPSLULVFKH� UHVXOWDWHQ� JHYHQ� EHZLMV� RP� GH� K\SRWKHVHQ� +��� DQG� +� WH� RQGHUVWHXQHQ� HQ�GDDURP�ZRUGW�GH�QXOK\SRWKHVH�YDQ�LHGHU�YHUZRUSHQ��(FKWHU��GH�UHVXOWDWHQ�JHYHQ�VOHFKWV�]ZDN�EHZLMV� RP� GH� VXJJHVWLH� WH� VWHXQHQ� GDW� KHW� HHUGHUH� KHW� ODWHUH� EHwQYORHGW�� +RHZHO� HU�VLJQLILFDQWH� LQWHUQH�EHGULMIVYHUVFKLOOHQ�]LMQ�PHW�EHWUHNNLQJ�WRW�YHUVFKLOOHQGH�DVSHFWHQ�YDQ�GH�EHODQJULMNKHLG� YDQ� VWDNHKROGHUV� �WH� ZHWHQ� YHUVFKLOOHQ� LQ� KHW� UHODWLHYH� EHODQJ� YDQ�VWDNHKROGHUJURHSHQ�ELQQHQ�EHGULMYHQ���JDDW�KHW�RP�GH�SHUFHSWLH�YDQ�KHW�PDQDJHPHQW�YDQ�GH�EHODQJULMNKHLG�YDQ�GH� VWDNHKROGHUJURHS�DOV�JHKHHO GLH�YHHO�PHHU� LQYORHG� OLMNW� WH�KHEEHQ�RS�&('�GDQ�KXQ�SHUFHSWLHV�YDQ�GH�UHODWLHYH�EHODQJULMNKHLG�YDQ�LQGLYLGXHOH�VWDNHKROGHUJURHSHQ��'H]H� EHYLQGLQJHQ� VXJJHUHUHQ� GDW� LQ� GH� FRQWH[W� YDQ� KHW� YHUNODUHQ� YDQ� &('�� GH� GRRU� KHW�PDQDJHPHQW�RQGHUYRQGHQ�EHODQJULMNKHLG�YDQ�VWDNHKROGHUV�ELQQHQ�KHW�EHGULMIW��LQWUD��ZHOOLFKW�QLHW�]R�EHODQJULMN�LV�DOV�GH�LQWHU�ILUP�VWDNHKROGHU�EHODQJULMNKHLG��WH�ZHWHQ�GH�YHUVFKLOOHQ�LQ�GH�RQGHUYRQGHQ�EHODQJULMNKHLG�YDQ�VWDNHKROGHUV�DOV�JHKHHO�WXVVHQ�EHGULMYHQ���9HUGHU�RQGHU]RHN�QDDU�KHW�SURFHV�GDW�WHQ�JURQGVODJ�OLJW�DDQ�GH�SURGXFWLH�HQ�YHUVSUHLGLQJ�YDQ�PLOLHX�LQIRUPDWLH�YLD DI]RQGHUOLMNH� EHGULMIVPLOLHXYHUVODJHQ� NDQ� YHUGHU� LQ]LFKW� JHYHQ� LQ� GLW� VSHFLILHNH� DVSHFW�YDQ� YHUVODJJHYLQJVEHOHLG� YDQ� KHW� EHGULMI�� 0HW� EHWUHNNLQJ� WRW� +��� ZDV�� KRHZHO� GH�UHJUHVVLHFRsIILFLsQWHQ�SRVLWLHI�ZDUHQ��JHHQ�YDQ�GH�UHVXOWDWHQ�VWDWLVWLVFK�VLJQLILFDQW� �RS�KHW���SURFHQWQLYHDX��� 'DDURP� NDQ� GH� QXOK\SRWKHVH� +�� QLHW� ZRUGHQ� YHUZRUSHQ�� +RHZHO� KHW� WRS�PDQDJHPHQW� ZDDUVFKLMQOLMN� EHWURNNHQ� LV� ELM� KHW� IRUPXOHUHQ� YDQ� KHW� EHGULMIVPLOLHXEHOHLG��VXJJHUHUHQ� GH]H� UHVXOWDWHQ� GDW� GH]H� EHWURNNHQKHLG� QLHW� SHU� GHILQLWLH� KHW�PLOLHXYHUVODJJHYLQJVEHOHLG�EHwQYORHGW��'H�GHUGH�WKHRULH��2/7��YRRUVSHOW�GDW�KHW�JHGUDJ�YDQ�PDQDJHPHQW�ZRUGW�JHPRWLYHHUG�GRRU�GH�]RUJ� RP�GH�PDDWVFKDSSHOLMN� OHJLWLPLWHLW� YDQ� GH�RUJDQLVDWLH� WH�PDQDJHQ� DOV� DQWZRRUG�RS�GH�RQGHUYRQGHQ�YHUDQGHULQJ�LQ�ZDDUGHQ��DWWLWXGH�HQ�QRUPHQ�YDQ�GH�EUHGHUH�PDDWVFKDSSLM�ZDDULQ�KHW� EHGULMI� RSHUHHUW�� 'LW� DOJHPHQH�PRGHO� ZHUG� JHEUXLNW� RP� GH� YROJHQGH� VHW� YDQ� WRHWVEDUH�YDULDEHOHQ�WH�RQWZLNNHOHQ��+�D� (U�LV�HHQ�SRVLWLHYH�UHODWLH�WXVVHQ�SROLWLHNH�]LFKWEDDUKHLG�HQ�&('��+�E�� (U�LV�HHQ�SRVLWLHYH�UHODWLH�WXVVHQ�PLOLHXJHYRHOLJKHLG�YDQ�EHGULMIVWDNNHQ�HQ�&('��+�F�� 'H� UHODWLH� WXVVHQ� SROLWLHNH� ]LFKWEDDUKHLG� HQ� YHUVODJJHYLQJ� LV� VWHUNHU� ELM�RQGHUQHPLQJHQ� GLH� LQ� HHQ� PLOLHXJHYRHOLJH� EHGULMIVWDN� RSHUHUHQ� GDQ� ELM�RQGHUQHPLQJHQ�GLH�RSHUHUHQ�LQ�HHQ�PLQGHU�PLOLHXJHYRHOLJH�EHGULMIVWDN��
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+�D�� (U� LV� HHQ� SRVLWLHYH� UHODWLH� WXVVHQ�PDDWVFKDSSHOLMNH� GUXN� YDQ�PLOLHXJURHSHULQJHQ�HQ�&('��+�D� (U�LV�HHQ�QHJDWLHYH�UHODWLH�WXVVHQ�PLOLHXSUHVWDWLH�HQ�&('��+�G���E���E�&('�]DO�RQGHUGHHO�YRUPHQ�YDQ�GH�SXEOLF�UHODWLRQV�PDFKLQHULH�YDQ�EHGULMYHQ�JHULFKW� RS� KHW� EHwQYORHGHQ� YDQ� GH� SHUFHSWLHV� YDQ� GH� PDDWVFKDSSLM� GRRU� GH�YHUVODJJHYLQJ� WH� YHUWHNHQHQ� GRRU� KHW� QLHW� RSQHPHQ� YDQ� LQIRUPDWLH� GLH�ZHHUJHHIW� GDW� HHQ� EHGULMI� RQYHUDQWZRRUGHOLMN� KDQGHOW� PHW� EHWUHNNLQJ� WRW�PLOLHXDDQJHOHJHQKHGHQ��'H]HOIGH�YLHU�VXUURJDWHQ�ZHUGHQ�JHEUXLNW�YRRU�GH�SUR[LHV�YRRU�GH�NHQPHUNHQ�YDQ�SROLWLHNH�]LFKWEDDUKHLG�YDQ�KHW�EHGULMI��WH�ZHWHQ�WRWDDO�YDQ�GH�DFWLYD��DDQWDO�ZHUNQHPHUV��ZHUNNDSLWDDO�HQ� ZLQVW�� �+�D��� (HQ� WZHHGH� PHWLQJ� YDQ� GH� PLOLHXJHYRHOLJKHLG� YDQ EHGULMIVWDNNHQ� ZHUG�YHUNUHJHQ�GRRU�YHOGRQGHU]RHN�QDDU�GH�UHODWLHYH�LQYORHG�GLH�LHGHU�YDQ�GH�DFKW�EHGULMIVWDNNHQ�KHHIW�RS�GH�RPJHYLQJ��]RDOV�GLW�ZRUGHQ�HUYDUHQ�GRRU�QLHW�JRXYHUPHQWHOH�PLOLHX�RUJDQLVDWLHV��(1*2V��� 'H� VRFLR�SROLWLHNH� LQYORHGHQ� YHUERQGHQ� PHW� GH� PDDWVFKDSSHOLMNH� GUXN� GRRU�PLOLHXJURHSHULQJHQ�ZHUGHQ�RRN�JHPHWHQ�GRRU�PLGGHO�YDQ�YHOGRQGHU]RHN�QDDU�GH�PDWH�YDQ�PLOLHXFDPSDJQHV� GRRU� GH]H� JURHSHQ��2S�JHOLMNH�ZLM]H��ZHUG� GH� SUR[\� YRRU�PLOLHXSUHVWDWLH�DIJHOHLG� YDQ� PLOLHXSUHVWDWLH� �HFR��UDWLQJV� GLH� DDQJHOHYHUG� ZHUGHQ� GRRU� (1*2V�� (1*2V�ZHUGHQ� JHSUHVHQWHHUG� DOV� NH\�EHODQJHQJURHS� �RIZHO� µUHOHYDQW� SXEOLHN¶�� GLH� GH� QRUPHQ��ZDDUGHQ�� JHEUXLNHQ� HQ� DWWLWXGHQ� YDQ� HHQ�PDDWVFKDSSLM� LQ� UHODWLH� WRW�PLOLHXDDQJHOHJHQKHGHQ�]RZHO�ZHHUVSLHJHOW�DOV�EHwQYORHGW��+RHZHO�KHW�DUJXPHQW�YRRU�SROLWLHNH�]LFKWEDDUKHLG�RQGHU�2/7��+�D��YHUVFKLOW�YDQ�GDW�RQGHU�($7�� ]LMQ� GH� UHODWLHWHVWHQ� WXVVHQ� SROLWLHNH� ]LFKWEDDUKHLG� HQ� &('� GH]HOIGH� YRRU� EHLGH�WKHRULHsQ��'DDURP�]LMQ�GH�EHYLQGLQJHQ�YDQ�HHQ�VWDWLVWLVFK�VLJQLILFDQWH�SRVLWLHYH�UHODWLH�WXVVHQ�GH� YLHU� SUR[LHV� YRRU� SROLWLHNH� ]LFKWEDDUKHLG� HQ�&('�RRN� FRQVLVWHQW�PHW� GH� YRRUVSHOOLQJHQ�RQGHU�+�D��'H�QXOK\SRWKHVH�RQGHU�+�D�ZRUGW�GDDURP�YHUZRUSHQ��2S�HHQ�JHOLMNH�ZLM]H�LV�KHW�RRN� PRJHOLMN� GH]HOIGH� UHODWLHWHVWHQ� WRH� WH� SDVVHQ� WXVVHQ� PLOLHXJHYRHOLJKHLG� YDQ�EHGULMIVWDNNHQ� HQ�&('�RQGHU� ]RZHO�($7� DOV�2/7��(FKWHU��2/7¶V� QDGUXN�RS�GH� µUHOHYDQWH�SXEOLHNHQ¶� GH�PRJHOLMNKHLG� JDI� RP� DQGHUH� VRFLR�SROLWLHNH� DVSHFWHQ� YDQ� GH� UHODWLH�RPYDQJ�EHGULMIVWDN�YHUVODJJHYLQJ�WH�H[SORUHUHQ�GRRU�(1*2¶V�WH�YHU]RHNHQ�KXQ�PHQLQJ�WH�JHYHQ�RYHU�GH�PLOLHXJHYRHOLJKHLG� YDQ� GH� EHGULMIVWDN��*HEDVHHUG� RS� YHOGRQGHU]RHN� EOLMNW� GDW� (XURSHVH�(1*2¶V� GH� SHUFHSWLH� KDGGHQ� GDW� GH� FKHPLVFKH� VHFWRU� GH�PHHVWH�PLOLHX�LPSDFW� KDG�� HQ� GH�EDQN� HQ�YHU]HNHULQJVVHFWRU�GH�PLQVWH� LPSDFW�KDG��'H�UHVXOWDWHQ�YDQ�GH�UHODWLHWHVWHQ�WXVVHQ�&('�HQ�PLOLHXJHYRHOLJKHLG�YDQ�GH�EHGULMIVWDN��JHEDVHHUG�RS�GH�UHVSRQV�YDQ�(1*2¶V��JHHIW�EHZLMV� YRRU� HHQ� VWDWLVFKH� VLJQLILFDQWH� SRVLWLHYH� UHODWLH� YRRU� ]HV� YDQ� GH� ]HYHQ� MDUHQ�PHW� GH�ULFKWLQJ�YRRU�GH�UHODWLH�DOV�YRRUVSHOOHQG�YRRU�DOOH�]HYHQ�MDUHQ��'DDURP�ZRUGW�GH�QXOK\SRWKHVH�RQGHU�+�E YHUZRUSHQ��'H]H�UHVXOWDWHQ�]LMQ�ELM]RQGHU� OHHU]DDP�RPGDW�]LM�VXJJHUHUHQ�GDW�HHQ�YROOHGLJHU�EHJULS�YDQ�GH�UHODWLH�EHGULMIVWDN�YHUVODJJHYLQJ�]RX�NXQQHQ�ZRUGHQ�JHJHYHQ�GRRU�KHW� H[SORUHUHQ� YDQ� SHUFHSWLHV� YDQ� µUHOHYDQWH� SXEOLHNHQ¶�� (HQ� DQGHU� DVSHFW� YDQ� GH� UHODWLH�EHGULMIVWDN�RPYDQJ�YDQ�GH�YHUVODJJHYLQJ�LV�RQGHU]RFKW�GRRU�KHW�WHVWHQ�YDQ�GH�K\SRWKHVH�GDW�GH]H�UHODWLH�YHHO�JHYRHOLJHU�LV�LQ�KHW�JHYDO�YDQ�PLOLHXJHYRHOLJH�VHFWRUHQ��(6��GDQ�LQ�KHW�JHYDO�YDQ�PLQGHU�PLOLHXJHYRHOLJH� VHFWRUHQ� �/(6�� �+�F��� (FKWHU�� GH� UHVXOWDWHQ� JDYHQ� JHHQ� EHZLMV�YRRU�GH�DOWHUQDWLHYH�K\SRWKHVH�DQG�GDDURP�NDQ�GH�QXOK\SRWKHVH�QLHW�ZRUGHQ�YHUZRUSHQ��7HVWHQ�RQGHU�K\SRWKHVH�+�D� ]LMQ�XLWJHYRHUG�GRRU�KHW�YHU]DPHOHQ�YDQ�JHJHYHQV�ELM�(1*2¶V�RYHU�GH�PDWH ZDDULQ�GH]H�JURHSHQ�PLOLHXFDPSDJQHV�KHEEHQ�JHYRHUG��(HQ�EHRRUGHOLQJ�YDQ�GH�
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DDUG�YDQ�GH]H�FDPSDJQHV��GH�ZLM]H�ZDDURS�HQ�GH�PLGGHOHQ�ZDDUPHH�(1*2¶V�&('�SUREHUHQ�WH�EHwQYORHGHQ�� VXJJHUHHUW�GDW�GH]H�JURHSHQ�DFWLHI�]LMQ� LQ�SODDWV�YDQ�SDVVLHI�PHW�EHWUHNNLQJ�WRW GH�PLOLHXYHUVODJJHYLQJ�HQ�SUHVWDWLHV�HQ�DFWLYLWHLWHQ�YDQ�JURWH�RQGHUQHPLQJHQ��(FKWHU��GH�UHODWLHWHVWHQ� WXVVHQ�PDDWVFKDSSHOLMNH�GUXN�RS�RQGHUQHPLQJHQ�GRRU�FDPSDJQHV�YDQ�(1*2¶V�HQ�&('�RQGHUVWHXQHQ�QLHW�GH�DOWHUQDWLHYH�K\SRWKHVH��+RHZHO�GH�ULFKWLQJ�YDQ�GH�UHODWLH�ZDV�YRRUVSHOG�ZDUHQ�GH� UHVXOWDWHQ�QLHW� VWDWLVWLVFK� VLJQLILFDQW� �ELM�KHW����QLYHDX���2S�JURQG�YDQ�GH]H� EHZLM]HQ� NDQ�GH�QXOK\SRWKHVH�+�D QLHW�ZRUGHQ�YHUZRUSHQ��'H]H� UHVXOWDWHQ�JHYHQ�HHQ�JHGHHOWHOLMNH� ZHHUOHJJLQJ� YDQ� 2/7�� HQ� VXJJHUHUHQ� GDW� PDDWVFKDSSHOLMN� GUXN� GRRU�FDPSDJQHDFWLYLWHLWHQ� YDQ� (1*2¶V� KHW� JHGUDJ� YDQ� RQGHUQHPLQJHQ� PHW� EHWUHNNLQJ� WRW�PLOLHXYHUVODJJHYLQJ� QLHW� EHwQYORHGHQ��'H� UHVXOWDWHQ� ]LMQ� HFKWHU� FRQVLVWHQW�PHW� DQGHU�QLHXZ�HPSLULVFK�EHZLMV�XLW�GH]H�VWXGLH�GLH�DDQWRQHQ�GDW�(1*2¶V�UHODWLHI�RQEHODQJULMN�]LMQ�YRRU�KHW�PDQDJHPHQW� YDQ� JURWH� RQGHUQHPLQJHQ�� UHODWLHI� WHQ� RS]LFKWH� YDQ� DQGHUH� JURHSHQ� XLW� GH�VDPHQOHYLQJ��'H�K\SRWKHVH�GDW�HU�HHQ�QHJDWLHYH�DVVRFLDWLH�EHVWDDW�WXVVHQ�PLOLHXSUHVWDWLHV�HQ�&('��+�D��LV�JHEDVHHUG�RS�GH�YHURQGHUVWHOOLQJ�RQGHU�2/7�GDW�RQGHUQHPLQJHQ�PHW�VOHFKWH�PLOLHXSUHVWDWLHV�HHUGHU�JHQHLJG� ]LMQ�&('� WH�JHEUXLNHQ� DOV�RQGHUGHHO�YDQ� HHQ�YHUZRHGGH�SRJLQJ�RP�]LFK� WH�OHJLWLPHUHQ�� (HQ� SUR[\� YRRU� GH� PDDWVFKDSSHOLMNH� SHUFHSWLH� YDQ� PLOLHXSUHVWDWLH� ZHUG�YHUNUHJHQ� YDQ� (1*2¶V�� $DQ� KHQ� LV� JHYUDDJG� GH� PLOLHXUHSXWDWLH� �³HFR�UDWLQJ´�� YDQ� LHGHUH�RQGHUQHPLQJ�WH�EHRRUGHOHQ��JHEDVHHUG�RS�KXQ�NHQQLV�YDQ�GH�RQGHUQHPLQJ�HQ�]LMQ�DFWLYLWHLWHQ��'H� UHVXOWDWHQ� YDQ� GH]H�YHOGVWXGLH� VXJJHUHUHQ�GDW� KHW� GH�PLOLHXJHYRHOLJH� VHFWRUHQ� ]LMQ��PHW�QDPH� FKHPLH�� GLH� GH� VOHFKWV� UHSXWDWLH� KHEEHQ�� (FKWHU�� LQ� KHW� DOJHPHHQ� ]LMQ� VOHFKWH�ZDDUGHULQJHQ� JHJHYHQ� YRRU� DOOH� DFKW� EHGULMIVWDNNHQ�� KHWJHHQ� VXJJHUHHUW� GDW� (1*2¶V� HHQ�UHODWLHI� ODJH� RSLQLH� KHEEHQ� YDQ� RQGHUQHPLQJHQ� LQ� KHW� DOJHPHHQ� PHW� EHWUHNNLQJ� WRW�PLOLHXSUHVWDWLHDDQJHOHJHQKHGHQ��'H�WHVWUHVXOWDWHQ�RQGHUVWHXQHQ�GH�DOWHUQDWLHYH�K\SRWKHVH�HQ�GDDURP�ZRUGW� GH� QXOK\SRWKHVH� RQGHU�+�D YHUZRUSHQ��'H� ODDWVWH� K\SRWKHVH� �+�G�� +�E�� +�E��YHURQGHUVWHOW�GDW�&('�]DO�ZRUGHQ�EHZHUNW�WHQ�JXQVWH�YDQ�GH�RQGHUQHPLQJ�DOV�RQGHUGHHO�YDQ�GH�VWUDWHJLH�YDQ�GH�RQGHUQHPLQJ�RP�]LFK�WH�OHJLWLPHUHQ�HQ�GLH�JHULFKW�LV�RS�KHW�PDQLSXOHUHQ�YDQ� GH� SHUFHSWLH� YDQ� GH� PDDWVFKDSSLM�� +HW� EHZLMV� GDW� YRRUWNRPW� XLW� GH� KXLGLJH� VWXGLH� LV�FRQVLVWHQW�PHW� GH]H� K\SRWKHVH� HQ� RQGHUVWHXQW� GH�RSYDWWLQJ�GDW�PDQDJHUV� HUYRRU�NLH]HQ�KHW�µJRHGH¶ QLHXZV� WH� EHOLFKWHQ� HQ� JHOLMNWLMGLJ� KHW� µVOHFKWH¶� QLHXZV� DFKWHU� WH� KRXGHQ�� 'H]H�UHVXOWDWHQ� VXJJHUHUHQ� GDW� PDQDJHPHQW� EHYRRURRUGHHOG� LV� LQ� KDDU� UDSSRUWDJH� RYHU�PLOLHXDDQJHOHJHQKHGHQ��
/RQJLWXGLQDOH�DQDO\VH��+RRIGVWXN����'H� ORQJLWXGLQDOH� DQDO\VH�� HHQ� EHVFKULMYHQGH� DQDO\VH�� LV� XLWJHYRHUG� YRRU� GH� SRSXODULWHLW�� GH�RPYDQJ�HQ�GH�YRUP�YDQ�&('�RYHU�GH�SHULRGH������WRW������ 'H]H�DQDO\VH�ZDV�JHEDVHHUG�RS�HHQ� WRWDDO� YDQ� ������ YHUVODJHQ� RYHU� GH� ]HYHQMDDUOLMNVH� SHULRGH��'H]H� YHUVODJHQ� EHVWDDQ� XLW�����MDDUYHUVODJHQ���� VRFLDDOYHUVODJHQ�����PLOLHXYHUVODJHQ������YHUNRUWMDDUEHULFKWHQ�YDQ�KHW�MDDU�� HQ�����RYHULJH�YHUVODJHQ��*HEDVHHUG�RS�GH]H�YHUVODJHQ��KHEEHQ�RQGHUQHPLQJHQ�XLW�GH�%HQHOX[� HQ� 'XLWVODQG� WXVVHQ� ����� HQ� ����� GH� RPYDQJ� YDQ� KXQ� H[WHUQH� YHUVODJJHYLQJ�VLJQLILFDQW� XLWJHEUHLG�� GH� RPYDQJ� YDQ� KHW� DDQWDO� SDJLQD¶V� LV� ELM� VRPPLJHQ� XLWJHEUHLG� PHW������+HW� MDDUYHUVODJ� EOLMIW� KHW� EHODQJULMNVWH� GRFXPHQW� YRRU� GH� RQGHUQHPLQJ� JHGXUHQGH� GH�SHULRGH� YDQ� GH� VWXGLH�� +RHZHO� KHW� DDQGHHO� YDQ� KHW� MDDUYHUVODJ� LQ� GH� WRWDOH� YROXPH� GLH�JHSXEOLFHHUG�OLFKW�LV�JHGDDOG�RYHU�GH�SHULRGH�EOHHI�KHW�YRRU�KHW�YROXPH�GH�PHHVW�EHODQJULMNH�HQNHOH� EURQ� YDQ� HFRQRPLVFKH��PDDWVFKDSSHOLMNH� HQ� SROLWLHNH� LQIRUPDWLH� DOV� KHW� YHUJHOHNHQ�
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ZRUGW�PHW�DQGHUH�UDSSRUWHQ�LQ�GH�VWXGLH�GLH�JHSXEOLFHHUG�ZRUGHQ�GRRU�GH�RQGHUQHPLQJ��+HW�PHUHQGHHO� YDQ� GH� UXLPWH� LQ� KHW� MDDUYHUVODJ� ZRUGW� EHVWHHG� DDQ� DFFRXQWLQJ� HQ�PDQDJHPHQW�LQIRUPDWLH��µ$FF33¶���GLW�YHUWHJHQZRRUGLJG�LQ������LQ�YROXPH�����YDQ�GH�WRWDOH�JHPLGGHOGH�LQIRUPDWLH� �� OLFKW� GDOHQG� WRW� ���� LQ� ������ (FKWHU�� KRHZHO� $FF33� HHQ� VLJQLILFDQW� HOHPHQW�YRUPW�JHGXUHQGH�GH�JHKHOH�SHULRGH��ZRUGW�YHHO�YDQ�GH�RSJDDQGH�WUHQG�LQ�YROXPH�YHURRU]DDNW�GRRU�HHQ� WRHQDPH�YDQ�GH�PLOLHX�LQIRUPDWLH��'H�JURHL� LQ�RPYDQJ�YDQ�GH�UXLPWH�GLH�EHVWHHG�ZRUGW� DDQ�&('� UHODWLHI� WHQ� RS]LFKWH� YDQ� DQGHUH� LQIRUPDWLH�ZHUG YRRUQDPHOLMN� YHURRU]DDNW�GRRU�HHQ�WRHQDPH�LQ�GH�DI]RQGHUOLMNH�PLOLHXYHUVODJJHYLQJ�RS�JURHSVQLYHDX�HQ�GH�WRHQDPH�LQ�GH� RPYDQJ� YDQ� GH]H� YHUVODJHQ��.LMNHQG� QDDU� GH� YRUP� YDQ�PLOLHX�LQIRUPDWLH�� EOLMNW� GDW� GH�HQRUPH� PHHUGHUKHLG� YDQ� &('� FRQWUROHHUEDDU� LV� �DOV� WHJHQRYHUJHVWHOGH� YDQ� QLHW�FRQWUROHHUEDDU��� YULMZLOOLJ� �DOV� WHJHQRYHUJHVWHOGH� YDQ� YHUSOLFKW�� HQ� HHQ� SRVLWLHYH�QHXWUDOH�ZHHUVSLHJHOLQJ� �DOV� WHJHQRYHUJHVWHOGH� YDQ� QHJDWLHI�� JHHIW� YDQ� GH� UDSSRUWHUHQGH� RUJDQLVDWLH��'H�QDGUXN�GLH�ODJ�RS�KHW�JRHGH�QHXWUDOH�QLHXZV�DOV�WHJHQRYHUJHVWHOGH�YDQ�VOHFKW�QLHXZV�ZDV�YHUSOHWWHUHQG��,Q�������ELMYRRUEHHOG�ZDV�µVOHFKW¶�QLHXZV�PLQGHU�GDQ�ppQ�SURFHQW�YDQ�GH�WRWDOH�&('��+RHZHO�KHW�WRWDDOYROXPH�&('�WRHQDP�LQ�GH�SHULRGH��QDP�GH�UXLPWH�GLH�EHVWHHG�ZHUG�DDQ�KHW�UDSSRUWHUHQ�YDQ�µVOHFKW¶ QLHXZV�ZHUNHOLMN�DI�JHGXUHQGH�GH�SHULRGH�YDQ�GH�VWXGLH��%LM�KHW�]RHNHQ�QDDU�HHQ�YHUNODULQJ�YRRU�GH]H�WUHQGV��ZHUGHQ�YLHU�WKHRUHWLVFKH�SHUVSHFWLHYHQ�JHEUXLNW��WH�ZHWHQ��($7��067��2/7�HQ�3($7���LHGHU�YDQ�GH]H�NDQ�JH]LHQ�ZRUGHQ�YRRU�KHW�JHYHQ� YDQ� DOWHUQDWLHYH� XLWHHQ]HWWLQJHQ� RI� µYHUKDOHQ¶� YRRU� KHW]HOIGH� PDDWVFKDSSHOLMNH�IHQRPHHQ� YDQXLW� YHUVFKLOOHQGH� RSWLHNHQ��+HW� WUHNNHQ� YDQ� FRQFOXVLHV� XLW� GH]H� YHUVFKLOOHQGH�SHUVSHFWLHYHQ� KDQJW� JURWHQGHHOV� DI� YDQ� GH� PHQLQJ� GLH� ZRUGW� LQJHQRPHQ� RYHU�PDDWVFKDSSHOLMNH� YHUDQWZRRUGHOLMNKHGHQ� YDQ� RQGHUQHPLQJHQ� LQ� GH� FRQWH[W� YDQ� GH� UHODWLH�RQGHUQHPLQJ�PDDWVFKDSSLM�� 2QGHU� ($7�� ZRUGW� GH� WUHQG� LQ� &('� GRRU� %HQHOX[� HQ� 'XLWVH�RQGHUQHPLQJHQ� LQ� GH� SHULRGH� YDQ� GH� VWXGLH� JHwQWHUSUHWHHUG� LQ� WHUPHQ� YDQ� HHQ� WRHQHPHQGH�LQVSDQQLQJ� YDQ� KHW�PDQDJHPHQW� RP�GH� DJHQF\NRVWHQ� YDQ� GH� NDSLWDDOPDUNW� WH�EHwQYORHGHQ��9DQXLW�GH�RSWLHN�YDQ�067�ZRUGHQ�GH�WUHQGV�LQ�PLOLHXYHUVODJJHYLQJ��GDDUHQWHJHQ�JH]LHQ��DOV�RQGHUGHHO�YDQ�KHW�GRRUORSHQG�SURFHV�YDQ�VWDNHKROGHUPDQDJHPHQW��,Q�WHJHQVWHOOLQJ��]LHW�2/7�&('�DOV�HHQ�LQVWUXPHQW�YDQ�PDDWVFKDSSHOLMNH�RQGHUKDQGHOLQJ�ZDDUPHH�KHW�PDQDJHPHQW�]LFK�ZLO�OHJLWLPHUHQ�YRRU�GH�DFWLYLWHLWHQ�HQ�SUHVWDWLHV�YDQ�GH�RQGHUQHPLQJ��9DQXLW�GLW�SHUVSHFWLHI��ZRUGW�GH�RYHUJURWH� DIZH]LJKHLG�YDQ� VOHFKW� QLHXZV�]RDOV�JHUDSSRUWHHUG� LQ�GH�KXLGLJH� VWXGLH�JH]LHQ�DOV�RQGHUGHHO�YDQ�GH�OHJLWLPDWLHVWUDWHJLH��JHULFKW�RS�KHW�FUHsUHQ�YDQ�HHQ�SRVLWLHI�LPDJR�YDQ�GH�RQGHUQHPLQJ��3($7�JHHIW�GH�PHHVW�NULWLVFKH�LQWHUSUHWDWLH�YDQ�WUHQGV�LQ�&('��JHULFKW�RS� GH� ZLM]H� ZDDURS� KHW� PDQDJHPHQW� GH� JURHSVYHUVODJHQ� JHEUXLNW� RP� GH� EHVWDDQGH�JHwQVWLWXWLRQDOLVHHUGH� DV\PPHWULH� HQ�PDDWVFKDSSHOLMN�RQJHOLMNKHLG� WXVVHQ� DUEHLG�HQ�NDSLWDDO�LQ� VWDQG� WH� KRXGHQ�� 'RRU� KHW� XLWEUHLGHQ� YDQ� GH]H� DQDO\VH� PHW� PLOLHX�� ZRUGW� HHQ� EHHOG�JHSUHVHQWHHUG�YDQ�GH�XLWGDJLQJHQ�GLH�KHW�FRQFHSW�YDQ�GXXU]DDPKHLG�RSURHSW�YRRU�GH�KXLGLJH�RYHUZLFKW�YDQ�GH�RQGHUQHPLQJ�LQ�GH�PDDWVFKDSSLM��9DQXLW�GDW�VWDQGSXQW�ZRUGW�&('�JH]LHQ�ELQQHQ�GH�RPYDWWHQGH�FRQWH[W�YDQ�GH�RQGHUOLJJHQGH�EHGULMIVDJHQGD��QDPHOLMN�DFFHSWDWLH�GRRU�GH�PDDWVFKDSSLM�YDQ�GH�µEXVLQHVV�FDVH¶�YRRU�GXXU]DDPKHLG��ZDDUELM�PLOLHX�RQGHUGHHO�YRUPW�YDQ� KHW� VRFLR�SROLWLHNH� SURFHV� ZDDUPHH� GH� EHYRRUGHOLQJ� YDQ� NDSLWDDO� ERYHQ�PLOLHX� ZRUGW�YHUVWHUNW�� $OV� KHW� 3($7� UDDPZHUN� ZRUGW� JHEUXLNW� YRRU� GH� DQDO\VH�� GDQ� VXJJHUHHUW� GH�RQGHUOLJJHQGH�DDUG�YDQ�GH�WUHQGV�LQ�&('�LQ�GH�WLMG�GDW�]LM�GHHO�XLWPDNHQ�YDQ�HHQ�QDXZJH]HWWH�SXEOLF� UHODWLRQV� H[HUFLWLH�PHW� DOV�GRHO�GH� DDQGDFKW�YDQ�GH�PDDWVFKDSSLM� DI� WH� OHLGHQ�YDQ�GH�]RHNHQGH�YUDJHQ�QDDU�PRUHOH�UHFKWYDDUGLJLQJ�YRRU�GH�EHVWDDQGH�RYHUZLFKW�YDQ�RQGHUQHPLQJ�LQ�GH�PDDWVFKDSSLM��LQ�GH�FRQWH[W�YDQ�HHQ�JURHLHQGH�PLOLHX�FULVLV��
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'LVFXVVLH,HGHU� YDQ� GH� GULH� WKHRULHsQ� ELQQHQ� GH� SRVLWLYLVWLVFKH� WUDGLWLH� �($7�� 067� DQG� 2/7��� GLH�JHEUXLNW�]LMQ�LQ�GH]H�VWXGLH�LV�HPSLULVFK�YDOLGH�LQ�GH�]LQ�GDW�LHGHUH�WKHRULH�LHWV�ELMGUDDJW�DDQ�KHW� ]RHNHQ� QDDU� HHQ� YHUNODULQJ� ZDDURP� RQGHUQHPLQJHQ� YULMZLOOLJ� PLOLHX�LQIRUPDWLH�UDSSRUWHUHQ�� (FKWHU�� KHW� LV� XLW� GH� KLHU� JHSUHVHQWHHUGH� UHVXOWDWHQ� LQ� HHQ�PXOWL�LQWHUSUHWDEHOH�FRQWH[W�QLHW� GLUHFW� GXLGHOLMN�RI�GH� HQH� WKHRULH�GDDUELM�PHHU�KXOS�ELHGW�GDQ�GH� DQGHUH�� GHHOV�RPGDW� GH� YRRUVSHOOLQJHQ� YDQ� LHGHUH� WKHRULH� VOHFKWV� JHGHHOWHOLMN� XLWNZDPHQ� HQ� GHHOV� RPGDW�KRHZHO� GH� YRRUVSHOOLQJ� JRHG� JHIXQGHHUG� ZDV�� GH� RQGHUOLJJHQGH� WKHRUHWLVFKH� YHUNODULQJ�YDULHHUW� YDQ� GH� HQH� WKHRULH� WRW� GH� DQGHUH�� +HW� IHLW� GDW� LHGHU� YDQ� GH]H� GULH� WKHRULHsQ�YRRUVSHOOLQJHQ� JDI GLH� QLHW� EHYHVWLJG� ZHUGHQ� GRRU� GH� UHVXOWDWHQ� PDJ� QLHW� ZRUGHQ�JHwQWHUSUHWHHUG� DOV� HHQ� EOLMYHQGH� ZHHUOHJJLQJ� YDQ� GH]H� WKHRULHsQ�� +HW� LV� ]HOIV� EHWHU� GH]H�UHVXOWDWHQ�WH�EHRRUGHOHQ�LQ�KHW�OLFKW�YDQ�HHQ�JURWH�HQ�JURHLHQGH�KRHYHHOKHLG�&65�RQGHU]RHN�GDW�WRW�RS�KHGHQ�KHHIW�JHIDDOG�HHQ�FRQVLVWHQWH��XQLHNH�RI�VWDELHOH�UHODWLH�YDVW�WH�VWHOOHQ�WXVVHQ�PDDWVFKDSSHOLMNH�HQ�PLOLHXYHUVODJJHYLQJ�HQ�DQGHUH�YHUNODUHQGH�YDULDEHOHQ���+RRIGVWXN�����,Q�GH]H�FRQWH[W�LV�KHW�PLVVFKLHQ�EHWHU�RP�HHQ�EUHGH��ODQJH�WHUPLMQ�YLVLH�LQ�WH�QHPHQ�GRRU�WH�HUNHQQHQ� GDW� KHW� IHQRPHHQ� YDQ� &65�&('� HQ� PDDWVFKDSSHOLMN� YHUDQWZRRUG� RQGHUQHPHQ��&65HVS��XLWLQJHQ� ]LMQ�YDQ�GH�ZDDUGHQ�� DWWLWXGHQ�� QRUPHQ�HQ�VLWXDWLHV�YDQ� WHYUHGHQKHLG�HQ�YHLOLJKHLG� ELQQHQ� :HVWHUVH� RQWZLNNHOGH� VDPHQOHYLQJHQ� GLH� QLHW� RQYHUDQGHUOLMN� ]LMQ� PDDU�YDULsUHQ� LQ� GH� WLMG�� EHwQYORHG� GRRU� JHEHXUWHQLVVHQ� HQ� DFWLYLWHLWHQ� GLH� YHUDQGHULQJHQ� WHZHHJ�EUHQJHQ� LQ� KHW� QLYHDX� YDQ� FXOWXUHOH� WHYUHGHQKHLG�� PDDWVFKDSSHOLMN� EHZXVW]LMQ� HQ�YHUDQWZRRUGHOLMNKHLGVEHVHI�� 9DQXLW� GLW� SHUVSHFWLHI� LV� GH� PDWH� ZDDULQ� GH YHUVFKLOOHQGH�PRJHOLMNH�IDFWRUHQ�GLH�KHW�PDQDJHPHQWJHGUDJ�EHwQYORHGHQ�RI�YHUDQGHUHQ�PHW�EHWUHNNLQJ�WRW�PDDWVFKDSSHOLMNH� RI� PLOLHXDDQJHOHJHQKHGHQ� RS� HHQ� EHSDDOG� SXQW� LQ� GH� WLMG� QLHW� FRQVWDQW��PDDU� VWHHGV� DDQ� YHUDQGHULQJHQ� RQGHUKHYLJ��'LW� EHWHNHQW� QLHW� GDW RQGHU]RHNHUV� QLHW� LQ� VWDDW�]LMQ� WH� YHUNODUHQ�� YRRUVSHOOHQ�RI� WH�EHJULMSHQ�ZHONH� IDFWRUHQ�RSYDOOHQG� ]LMQ�RS� HHQ�EHSDDOG�WLMGVWLS��PDDU� KHW� EHWHNHQW� GDW� HU� EHKRHIWH� LV� DDQ� KHW� YHUPLMGHQ� YDQ� KHW� DFFHSWHUHQ� YDQ� GH�YHUVWHHQGH�PHQLQJ�GDW�HHQ�EHSDDOGH�RQGHUQHPLQJ��NHQPHUN�RI�VRFLR�SROLWLHNH�LQYORHG�DOWLMG�RSYDOOHQG� ]DO� EOLMYHQ� HQ� GDW� DOV� JHYROJ� GDDUYDQ�� ppQ� RI� PHHU� EHSDDOGH� WKHRUHWLVFKH�SHUVSHFWLHYHQ� DOWLMG� UHOHYDQW� RI� EHKXOS]DDP� ]DO� ]LMQ�� 'H� UHVXOWDWHQ� YDQ� GH� KXLGLJH� VWXGLH�VXJJHUHUHQ�GDW�WHQ�PLQVWH�YRRU�GLW�PRPHQW�EHVWDDQGH�WKHRULHsQ�HHQ�YDOLGH�URO�VSHOHQ�ELM�KHW�JHYHQ� YDQ� LQ]LFKW� LQ� KHW� JHGUDJ� YDQ� PDQDJHPHQW� PHW� EHWUHNNLQJ� WRW� &('�� HQ� GDDURP�LPSOLFLHW�ELM�&65��(FKWHU��KRHZHO�YDULDQWLHV�LQ�&('�WXVVHQ�EHGULMYHQ�JHUHODWHHUG�OLMNHQ�WH�]LMQ�DDQ�KHW�WKXLVODQG�YDQ�GH UDSSRUWHUHQGH�RUJDQLVDWLH��GH�RPYDQJ��GH�ZLQVW�HQ�GH�EHGULMIVWDN��GH�PLOLHXSUHVWDWLHV�HQ� KXQ� SHUFHSWLHV� YDQ� VWDNHKROGHUSUHVWDWLHV� �+RRIGVWXN� ���� VXJJHUHHUW� GH� KRHYHHOKHLG� YDQ�YHUDQGHULQJHQ� LQ� YHUVODJJHYLQJ� GLH� YHUNODDUG� ZRUGHQ� GRRU� GH]H� VSHFLILHNH� NHQPHUNHQ� HQ�LQYORHGHQ� GDW� RRN� DQGHUH� IDFWRUHQ� YDQ� LQYORHG� ]LMQ�� 'H� XLWGDJLQJ� YRRU� KHQ� GLH� GH�K\SRWKHWLVFK�GHGXFWLHYH� RQGHU]RHNVPHWKRGH� WRHSDVVHQ� LV� RP� ZDDUQHHPEDUH� VXUURJDWHQ� WH�RQWZLNNHOHQ�GLH�PHW�VXFFHV�GH]H�DQGHUH�YHUNODUHQGH�YDULDEHOHQ�YDVW�NXQQHQ�OHJJHQ�YRRU�KHW�GRHO�YDQ�VWDWLVWLVFKH�PRGHOOHULQJ��+RHZHO�PRGHOOHULQJ�YDQ�GHUJHOLMNH�UHODWLHV�RQV�EHJULS�YDQ�GH� DDUG� HQ� RRU]DNHQ� YDQ� &('� DDQ]LHQOLMN� NDQ� YHUEHWHUHQ�� WHQPLQVWH� LQ� SRWHQWLH�� EOLMYHQ�QLHWWHPLQ� VHULHX]H� EHGHQNLQJHQ� EHVWDDQ� RPWUHQW� GH� PRJHOLMNKHLG� RP� GH]H HOHPHQWHQ� PHW�VXFFHV� µYDVW� WH� OHJJHQ¶� DOV� GH� K\SRWKHWLVFK�GHGXFWLHYH� RQGHU]RHNVPHWKRGH�ZRUGW� JHEUXLNW��$OV� ]RGDQLJ�NXQQHQ�DQGHUH�RQGHU]RHNVPHWKRGHQ�DOWHUQDWLHYH� µYHUKDOHQ¶�RYHU�KHW� IHQRPHHQ�
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&('�EORRWOHJJHQ��GLH�YDQ�WRHJHYRHJGH�ZDDUGH�]LMQ�YRRU�RQV�EHJULS�YDQ�GH�DDUG�HQ�RRU]DDN�YDQ� &('�� =R¶Q� DOWHUQDWLHYH� EHQDGHULQJ� LV� WRHJHSDVW� GRRU� JHEUXLN� WH� PDNHQ� YDQ� GH�LQWHUSUHWDWLHYH� EHQDGHULQJ� �KRRIGVWXN� ����PHW� DOV�GRHO�KHW� LQWHUSUHWHUHQ�YDQ� WUHQGV� LQ�&('�RYHU�GH�SHULRGH������WRW�������'H�ZDDUJHQRPHQ�WUHQG�YDQ�WRHQHPHQGH�QLYHDXV�YDQ�PLOLHXYHUVODJJHYLQJ�GRRU�JURWH�%HQHOX[�HQ�'XLWVH�RQGHUQHPLQJHQ�RYHU�GH�SHULRGH�YDQ�GH�VWXGLH� LV�EHRRUGHHOG�WHJHQ�GH�DFKWHUJURQG�YDQ�WRHQHPHQGH�LQWHUQDWLRQDOH�YHURQWUXVWKHLG�PHW�EHWUHNNLQJ�WRW�PLOLHX� HQ�VRFLDOH�LVVXHV�HQ�HHQ�DDQWDO�EHODQJULMNH�LQWHUQDWLRQDOH�SURJUDPPD¶V�JHULFKW�RS�GXXU]DDPKHLG��'LW�ODDWVWH�ZHUG�JHSUHVHQWHHUG� DOV� KHW� RYHUNRHSHOHQGH� RYHUKHLGVEHOHLG� YDQ� GH� KXLGLJH� WLMG�� GDW� LQJDDW� RS� GH�UHODWLH� WXVVHQ� GH�PHQVKHLG� HQ� KHW�PLOLHX� HQ�GH�GDDUDDQ�JHUHODWHHUGH�YHUDQWZRRUGHOLMNKHGHQ�GLH�KRUHQ�ELM�GH�URO�YDQ�GH�PHQVKHLG�DOV�]HOIYHUNR]HQ��DOOHHQKHHUVHU�YDQ�GH�HFR�V\VWHPHQ�HQ�DQGHUH�OHYHQVYRUPHQ�YDQ�GH�SODQHHW��9DQXLW�GLW�SHUVSHFWLHI�ZHUG�LHGHU�YDQ�GH�YLHU�WKHRULHsQ��WH�ZHWHQ���($7��067��2/7�DQG�3($7��WRHJHSDVW�RP�HHQ�XLWHHQ]HWWLQJ�RI�µYHUKDDO¶�WH�JHYHQ�YDQ� GH� WUHQG� YDQ� GH� WRHJHQRPHQ� KRHYHHOKHLG� PLOLHX�LQIRUPDWLH� GLH� JHJHYHQ� ZRUGW� GRRU�RQGHUQHPLQJHQ�XLW�GH�%HQHOX[�HQ�'XLWVODQG�JHGXUHQGH�GH�SHULRGH�YDQ�GH]H�VWXGLH��,HGHU�YDQ�GH]H� YHUVFKLOOHQGH� µYHUKDOHQ¶� KHHIW� ZDDUGH�� KRHZHO� GH� PDWH� ZDDULQ PHQ� NDQ� ZRUGHQ�RYHUWXLJG� GRRU� GH� YHUNODULQJHQ� GLH� KLHUELM� ZRUGHQ� JHJHYHQ� XLWHLQGHOLMN� DIKDQJW� YDQ� HHQ�JHNR]HQ� VHW� YDQ� ZDDUGHQ�� RYHUWXLJLQJHQ� HQ� YHURQGHUVWHOOLQJHQ�� (HQ� HHQYRXGLJH�� EHSHUNWH�QHR�NODVVLHNH� HFRQRPLVFKH� LQWHUSUHWDWLH� YDQ� WUHQGV�� NDQ� ELMYRRUEHHOG� JH]LHQ� ZRUGHQ� DOV�SHUIHFW� UDWLRQHHO� LQ� HHQ� PDUNW�JHEDVHHUGH� FRQWH[W� WHPLGGHQ� YDQ� JURHLHQGH� ]RUJHQ� YDQ� GH�LQYHVWHHUGHUV� RYHU� HHQ� PRJHOLMN� QHJDWLHYH� FDVK IORZ HQ� GXV� FRQVHTXHQWLHV� YRRU� GH�DDQGHHOKRXGHUVZDDUGH� DOV� KHW� UHVXOWDDW� YDQ� VWUHQJHUH� PLOLHXEHVFKHUPLQJVPDDWUHJHOHQ�� 'LW�DUJXPHQW�NDQ�YHUGHU�ZRUGHQ�XLWJHERXZG�HQ�DQGHUH�µQLHW�PDUNW¶�EHODQJKHEEHQGHQ�RPYDWWHQ�]RDOV�ZHUNQHPHUV��FRQVXPHQWHQ��FOLsQWHQ�HQ�KHW�DOJHPHHQ�SXEOLHN�RQGHU�067��ZDDUELM�&('�GH� URO� LQQHHPW� YDQ� GH� ]RUJ� YDQ� GH� PDDWVFKDSSLM�� GLH� ZRUGW� JH]LHQ� LQ� VWDDW� WH� ]LMQ� GH�RQGHUQHPLQJ� WH� VWHXQHQ� RI� WH� VFKDGHQ� ELM� KHW� EHKDOHQ� YDQ� KDDU� ODQJH� WHUPLMQ� VWUDWHJLVFKH�GRHOVWHOOLQJHQ��'H�YHUNODULQJ�GLH�ZRUGW�JHJHYHQ�GRRU�GH�EXUJHUOLMNH�SROLWLHNH�HFRQRPLH�OHJW��LQ�WHJHQVWHOOLQJ��GH�QDGUXN�RS�GH�ZLM]H�ZDDURS�&('�ZRUGW�JHEUXLNW�RP�GH�SHUFHSWLHV�YDQ�KHW�µUHOHYDQWH¶�SXEOLHN� WH�PDQLSXOHUHQ��ZDDUELM�GH�HQRUPH�DIZH]LJKHLG�YDQ�VOHFKW�QLHXZV�]RDOV�JHUDSSRUWHHUG�LQ�GH�KXLGLJH�VWXGLH�ZRUGW�JH]LHQ�DOV�RQGHUGHHO�YDQ�GH�OHJLWLPLWHLWVWUDWHJLH�GLH�LV� JHULFKW� RS� KHW� ERXZHQ� YDQ� HHQ� PLOLHXYULHQGHOLMN� LPDJR� YDQ� GH� RQGHUQHPLQJ� ELM� GLW�UHOHYDQWH�µSXEOLHN¶��'H�YHUNODULQJ�GLH�ZRUGW�JHJHYHQ�GRRU�GH�NODVVLHNH�SROLWLHNH�HFRQRPLH��3($7��VXJJHUHHUW�GDW�LQ� SODDWV� YDQ� GH� IRFXV� RS� GH� WHFKQLVFKH� DVSHFWHQ� YDQ� GH� YHUVODJJHYLQJ�� LQ� WHUPHQ� YDQ�NZDOLWHLW�HQ�RQGHUZHUS�YDQ�GH�YHUVODJJHYLQJ��GH�DDQGDFKW�PRHW�OLJJHQ�RS�GH�ZLM]H�ZDDURS�GH�YHUVODJJHYLQJ� ZRUGW� JHEUXLNW� YRRU� KHW� EHKRXGHQ� YDQ� KHW� KXLGLJH� RYHUZLFKW� YDQ�RQGHUQHPLQJHQ��ZDDUELM�GH�URO�YDQ�GH�RQGHUQHPLQJ�LQ�HHQ�NDSLWDOLVWLVFKH�GHPRFUDWLH�HU�HHQ�LV�YDQ� KHW� EHKHUHQ� YDQ� ULMNGRPFUHDWLH�� GH� PDUNWSODDWV� HQ� GH� ZHOYDDUWVIXQFWLHV�� 'H]H� ODDWVWH�DQDO\VH�YDQ�&('�ZRUGW�JH]LHQ�DOV�GLHQHQG�ELM�HHQ�PHHU�RYHUWXLJHQGH�URO�LQ�KHW�ZHJKRXGHQ�YDQ� GH� DDQGDFKW� YDQ� GH� PDDWVFKDSSLM� YDQ� GH� µFULVLV� YDQ� KHW� NDSLWDOLVPH¶� ]RDOV�JHUHSUHVHQWHHUG� GRRU� GH� XLWGDJLQJHQ� ZDDUPHH� LHGHUH� VHULHX]H� SRJLQJ� YDQ� GXXU]DDPKHLG�ZRUGW�JHFRQIURQWHHUG�PHW�KHW�KXLGLJH�RYHUZLFKW�YDQ�RQGHUQHPLQJHQ��'DW�ZLO�]HJJHQ�GDW�DOV�KHW� RYHUNRHSHOHQGH� VRFLR�SROLWLHNH� UDDPZHUN�ZDDUELQQHQ�&('�ZRUGW� EHVWXGHHUG�� HU� HHQ�LV�GLH�]LFK�ERYHQDO�ULFKW�RS�GH�VHULHX]H�DDQJHOHJHQKHGHQ�YRRUWNRPHQG�XLW�HHUOLMNH�DOWUXwVWLVFKH�]RUJ� YRRU�PDWVFKDSSHOLMNH� UHFKWYDDUGLJKHLG� HQ� HFRORJLVFKH� EHVFKHUPLQJ�� GDQ� JDDW� KHW� QLHW�
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RP� GH� PRHLWH� GLH� EHGULMYHQ� QHPHQ� RP HFR�HIILFLHQF\ WH� YHUEHWHUHQ� YDQ� KDDU�SURGXFWLHSURFHVVHQ� HQ� SURGXFWHQ� RI� RP� GH� NZDOLWHLW� YDQ� KDDU� PLOLHX]RUJ� HQ�LQIRUPDWLHV\VWHPHQ�� RQGDQNV� GH� GXLGHOLMNH� HFRQRPLVFKH� YRRUGHOHQ��1HH�� KHW� JDDW� GDQ� MXLVW�RP� GH�PDWH�ZDDULQ� GH� RQGHUQHPLQJ�� ELM� KHW� OHJDDO� UXQQHQ� YDQ� GH� RQGHUQHPLQJ� ELQQHQ� GH�QRUPDOH� FRPPHUFLsOH� JUHQ]HQ�� QLHW�HFRQRPLVFKH� DVSHFWHQ� YDQ� PHQVHOLMN� HQ� QLHW�PHQVHOLMN�OHYHQ�� ]RDOV� JHGHILQLHHUG� LQ� HHQ� YHUELQWHQLV� WRW� PDDWVFKDSSHOLMNH� UHFKWYDDUGLJKHLG� HQ�HFRORJLVFK�EHKRXG��KHHIW�YHUEHWHUG�RI�YHUVOHFKWHUG��(HQ�GHUJHOLMN�SHUVSHFWLHI�GDDJW�QLHW�DOOHHQ�GH�JHSULYLOHJLHHUGH�SRVLWLH�YDQ�NDSLWDDO�ELQQHQ�GH�OLEHUDOH�HFRQRPLVFKH�GHPRFUDWLH�XLW��PDDU�RRN� GH� URO� YDQ� DQGHUH� JHwQVWLWXWLRQDOLVHHUGH� VWUXFWXUHQ�� ]RDOV� RYHUKHGHQ� HQ� KHW�DFFRXQWDQWVEHURHS��LQ�KHW�YHUVWHUNHQ�YDQ�GHUJHOLMNH�SULYLOHJLHHU��9DQXLW�GLW�SHUVSHFWLHI�ZRUGW�GH�IRFXV�RS�GH�EHGULMIVRUJDQLVDWLH�JH]LHQ�DOV�IXQGDPHQWHHO�PLVSODDWVW��RPGDW�KHW�µSUREOHHP¶�QLHW�KHW�EHGULMI�PDDU�KHW�PDDWVFKDSSHOLMNH�V\VWHHP�]HOI�LV��WH�ZHWHQ�KHW�PRQGLDOH�LQGXVWULsOH�NDSLWDOLVPH��'DDURP��KRHZHO�HHQ�HPSLULVFKH�DQDO\VH�WRW�EXLNEDUH�LQ]LFKWHQ�NDQ�OHLGHQ�LQ�GH�RRU]DNHQ�HQ�WUHQGV� LQ�&('� LQ� GH� WLMG�� NDQ� GH� RQGHUOLJJHQGH� DDUG� YDQ�GH]H�RRU]DNHQ�HQ� WUHQGV�� YROJHQV�3($7�� HHQYRXGLJZHJ� GHHO� YRUPHQ� YDQ� GH� XLWYRHULJH� YHUKXOOHQGH� SUDNWLMN� �&('� ]LMQGH� GH�µ1LHXZH�NOHUHQ�YDQ�GH�NHL]HU¶��GLH�SUREHHUW�GH�DDQGDFKW�YDQ�GH�PDDWVFKDSSLM�DI�WH�OHLGHQ�YDQ�GH� PHHU� NULWLVFKH� ]DNHQ� GLH� OHLGHQ� WRW� EHODQJULMNH� HQ� YHURQWUXVWHQGH� YUDJHQ� RYHU� PRUHOH�UHFKWYDDUGLJLQJ�YDQ�KHW�EHVWDDQGH�RYHUZLFKW�YDQ�RQGHUQHPLQJHQ�LQ�GH�PDDWVFKDSSLM��,Q�GH]H�FRQWH[W��]LMQ�GH�WRHJHQRPHQ�QLYHDXV�YDQ�&('�GRRU�]RZHO�%HQHOX[�DOV�'XLWVH�RQGHUQHPLQJHQ�RYHU� GH� SHULRGH� YDQ� GH� VWXGLH�� GH� HQRUPH� KRHYHHOKHLG� GLH� GH� RQGHUQHPLQJ� LQ� HHQ� SRVLWLHI�GDJOLFKW� ]HW�� KHOHPDDO� FRQVLVWHQW� PHW� GH� YLVLH� GDW� GHUJHOLMN� YHUVODJJHYLQJ� HHQ� VRFLDDO�SROLWLHNH�URO�KHHIW�RS�HHQ�PDFUR�HFRQRPLVFK�QLYHDX��GDW�ZHLQLJ�RI�QLHWV�PHHU�YDQ�GRHQ�KHHIW�PHW� ]DNHQ� DOV� &65HVS� HQ DFFRXQWDELOLW\�� +HW� LV� GLW� NULWLVFKH�� SROLWLHN�HFRQRPLVFKH�SHUVSHFWLHI�GDW�YHHO�YDQ�GH�DUJXPHQWHQ��GLH� WHQ�JURQGVODJ� OLJJHQ�DDQ�GH�UHFHQWH�SORWVHOLQJH�WRHJHQRPHQ� LQWHUHVVH� LQ� &65HVS� HQ DFFRXQWDELOLW\ XLWGDDJW� HQ� VHULHXV� EHWZLVW�� 9DQXLW� GLW�SHUVSHFWLHI� LV�GH�YUDDJ�QLHW�RI�GDW�ZDW�ZRUGW�JHUDSSRUWHHUG�JHWURXZ��JHEDODQFHHUG��YROOHGLJ�HQ� MXLVW� LV�� RPGDW� GDW� JHZRRQZHJ� RQPRJHOLMN� LV�� +HW� LV� PHHU� GDW� SHUFHSWLHV� YDQ� ZDW� HU�JHEHXUW� EHWHU� NXQQHQ� ZRUGHQ� EHJUHSHQ� GRRU� LQ� EHVFKRXZLQJ� WH� QHPHQ� ZLHQV� EHODQJHQ�ZRUGHQ� JHGLHQG� GRRU� ZDW� PDDWVFKDSSHOLMN� ZRUGW� JHFRQVWUXHHUG�� 0DDWVFKDSSHOLMNH�FRQVWUXFWLHV�YDQ�GH�KXLGLJH�JURHLHQGH�VSDQQLQJHQ�WXVVHQ�RYHUKHLGVEHOHLGVGRHOVWHOOLQJHQ�YDQ�HFRQRPLVFKH� JURHL� DDQ� GH� HQH� NDQW� HQ� GXXU]DDPKHLG� DDQ� GH� DQGHUH� NDQW� YDQ� HFRQRPHQ��DFFRXQWDQWV�� SROLWLFL�� OHLGHUV� LQ� KHW� EHGULMIVOHYHQ�� DFDGHPLFL� HQ�1*2¶V� ]LMQ� QLHW� KRPRJHHQ��PDDU� EHVWDDQ� ODQJV� HHQ� FRQWLQX�P� GDW� HHQ� FRPSOH[�� ZLMG� YHUEUHHGGH� VHW� YDQ� EHKRHIWHQ��DQJVWHQ�� JHGUDJ�� ZDDUGHQ� HQ� RYHUWXLJLQJHQ�ZHHUJHHIW�� $OV� ]RGDQLJ� LV� HU� JHHQ� HQNHOH�� ZLMG�JHDFFHSWHHUGH� PHQLQJ� RYHU� ZHONH� RYHUKHLGVEHODQJHQ� HQ� RYHUKHLGVEHOHLGVGRHOVWHOOLQJHQ� GH�PDDWVFKDSSLM� ]RX�PRHWHQ� QDVWUHYHQ�� ZHONH� GRHOVWHOOLQJHQ� KDDOEDDU�]LMQ� RI� YDQ� GH� GDDUPHH�JHSDDUG� JDDQGH� NRVWHQ� HQ� RSEUHQJVWHQ�� LQ� PDDWVFKDSSHOLMNH�� HFRORJLVFKH� HQ� HFRORJLVFKH�WHUPHQ��9HHO�YDQ�KHW�&65�&('�RQGHU]RHN�� LQ�KHW�ELM]RQGHU�RQGHU]RHN�GDW�JHEUXLN�PDDNW�YDQ�2/7�DQG� 3($7�� OHJW� GH� QDGUXN� RS� GH� PDQLHU� ZDDURS�PDDWVFKDSSHOLMNH� HQ�PLOLHXYHUVODJJHYLQJ�ZRUGW� JHEUXLNW� YRRU� SROLWLHNH� GRHOHLQGHQ� LQ� SODDWV� YDQ� YRRU� EHVOXLWYRUPLQJ� RI�VWDNHKROGHUYHUDQWZRRUGLQJ��'LW� KHHIW� HUWRH� JHOHLG� GDW� &65�RQGHU]RHNHUV� KXQ� LQVSDQQLQJHQ�ULFKWHQ� RS� KHW� RQWZLNNHOHQ� YDQ� QLHXZH�YRUPHQ�YDQ�PDDWVFKDSSHOLMNH� HQ�PLOLHX�DFFRXQWLQJ�GLH� EHQDGUXNNHQ� GDW� GH� PDWH� ZDDULQ� GH� KXLGLJH� EHGULMIVDFWLYLWHLWHQ� HQ� ILQDQFLsOH�
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YHUVODJJHYLQJ�]LFK�GLUHFW�YHUWDOHQ�LQ�PDDWVFKDSSHOLMNH�RQUHFKWYDDUGLJKHLG��PDDWVFKDSSHOLMNH�XLWVOXLWLQJ� HQ� DDQWDVWLQJ� YDQ� KHW� PLOLHX�� 2QWZLNNHOLQJHQ� LQ� IXOO� FRVW� DFFRXQWLQJ� �)&$�� HQ�DQGHUH�YRUPHQ�YDQ�KROLVWLVFKH�YHUVODJJHYLQJ�JHFRPELQHHUG�PHW�HHQ�VHULHX]H�EHQDGHULQJ�YDQ�µDFFRXQWLQJ� IRU� �XQ�VXVWDLQDELOLW\¶�� ELMYRRUEHHOG�� ]RX� OHLGHQ� WRW� HHQ� HHUOLMNHU�� JHWURXZHU� HQ�PHHU�JHEDODQFHHUGH�EDVLV�YRRU�YHUDQWZRRUGLQJ�HQ�YHUVODJJHYLQJ�GRRU�RQGHUQHPLQJHQ��+HW�LV�HFKWHU�GH�YUDDJ�RI�]HOIV�DOV�GH�SUDNWLMN�YDQ�DFFRXQWLQJ�HQ�YHUVODJJHYLQJ�]RX�YHUDQGHUHQ��RP�PHHU� UHFKWYDDUGLJH�YRUPHQ�YDQ�PDDWVFKDSSHOLMNH� HQ�PLOLHXYHUDQWZRRUGLQJHQ� WH�JHYHQ��GLW�]RX� OHLGHQ� WRW� HHQ� VLJQLILFDQWH� YHUDQGHULQJ� LQ� PDDWVFKDSSHOLMN� JHGUDJ�� 'RRU� UHFHQWH�RQWZLNNHOLQJHQ� LQ� LQIRUPDWLHWHFKQRORJLH� HQ� FRPPXQLFDWLH� ]LMQ� GH� PHHVWH� PHQVHQ� LQ� GH�PDDWVFKDSSLM� ]LFK� ZDDUVFKLMQOLMN� ]HOIV� EHZXVW� YDQ� GH� KXLGLJH� µPDDWVFKDSSHOLMNH� HQ�HFRORJLVFKH� FULVLV¶� LQ� GH� HHQ� RI� DQGHUH� YRUP�� 'DDURP� LV� GH� EUDQGHQGH� YUDDJ� YDQ� RQ]H�JHQHUDWLH�QLHW�ZDQQHHU�ZH�RQV�PHHU�EHZXVW�ZRUGHQ�YDQ�GH�PDDWVFKDSSHOLMNH�HQ�HFRORJLVFKH�ODVW�YDQ�RQV�V\VWHHP�PDDU�ZHONH�VWDSSHQ�ZH�EHUHLG�]LMQ�WH�QHPHQ�RP�GH�DIWDNHOLQJ�YDQ�RQ]H�PHQVHOLMNH�ZDDUGHQ��GH�NZDOLWHLW�YDQ�RQV�OHYHQ�HQ�GH�JH]RQGKHLG�YDQ�GH�SODQHHW�WH�NHUHQ�+HGHQ� WHQ� GDJH� ULFKWHQ� LQVSDQQLQJHQ� YDQ� YHUVODJJHYLQJGHVNXQGLJHQ�� PDQDJHPHQWFRQVXOWDQWV HQ�DDQ�GH�XQLYHUVLWHLW�YHUERQGHQ�RQGHU]RHNHUV�PHW�EHWUHNNLQJ�WRW�GH]H�XLWGDJLQJ��ELMQD� DOOH� ]RQGHU� XLW]RQGHULQJ� RS� GH� V\PSWRPHQ� YDQ� PDDWVFKDSSHOLMNH� RQJHOLMNKHLG� HQ�HFRORJLVFKH�YHUQLHWLJLQJ�LQ�SODDWV�YDQ�RS�GH�RQGHUOLJJHQGH�RRU]DNHQ��(FKWHU��DOV�GH]H�]DNHQ�GLHSJDDQGHU��NULWLVFKHU�HQ�VWHOOLJHU�ZRUGHQ�EHKDQGHOG��PRHW�GDDUELM�RRN�KHW�V\VWHHP��WH�ZHWHQ�KHW� NDSLWDOLVPH�� WHU� GLVFXVVLH� ZRUGHQ� JHVWHOG�� ,Q� HVVHQWLH� LV� GLW� GH� XLWGDJLQJ� YDQ�GXXU]DDPKHLG��'H�UDGLFDOH�DJHQGD¶V�YDQ�GLHSH�HFRORJLH�HQ�VSLULWXHOH�HFRORJLH��ELMYRRUEHHOG��YHURQGHUVWHOOHQ�GDW�GH�HQLJH�LQWHOOLJHQWH��VFKHUS]LQQLJH�HQ�UDWLRQHOH�PDQLHU�YRRUZDDUWV�LV�KHW�YHUYDQJHQ� YDQ� KHW� KXLGLJH� V\VWHHP� YDQ� PRQGLDDO�� LQGXVWULHHO� NDSLWDOLVPH� GRRU� HHQ� GLH� GH�RYHUWXLJLQJ�YDQ�LQGLYLGXHOH�HQ�PDDWVFKDSSHOLMNH�HPDQFLSDWLH�FRPELQHHUW�PHW�GH�RYHUWXLJLQJ�YDQ�XQLYHUVHOH�YHUDQWZRRUGHOLMNKHLG�HQ�UHVSHFW�YRRU�DOOH�OHYHQGH�ZH]HQV�




