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3DUWLFLSDWLRQ�� HPSRZHUPHQW� DQG� LQFOXVLRQ� KDYH� EHFRPH� WKH� QHZ� GHYHORSPHQW� EX]]ZRUGV�� $V� WKH

GHYHORSPHQW�PDLQVWUHDP� WDNHV� RQ� VRPH� RI� WKH� SUDFWLFHV� RI� SDUWLFLSDWRU\� GHYHORSPHQW�� IHPLQLVW� FRQFHUQV

DERXW�UHSUHVHQWDWLRQ��DJHQF\�DQG�YRLFH�EHFRPH�HYHU�PRUH�SUHVVLQJ��$PLGVW�UKHWRULF�DERXW�¶IXOO�SDUWLFLSDWLRQ·

DQG�WKH�LQYROYHPHQW�RI�¶WKH�FRPPXQLW\·�RU�¶DOO�VWDNHKROGHUV·��HYLGHQFH�IURP�VRPH�FRQWH[WV�VXJJHVWV�WKDW�WKH

YHU\�SURMHFWV�DQG�SURFHVVHV�WKDW�DSSHDU�VR�LQFOXVLYH�DQG�WUDQVIRUPDWLYH�PD\�WXUQ�RXW�WR�EH�VXSSRUWLYH�RI�D

VWDWXV�TXR�WKDW� LV�KLJKO\� LQHTXLWDEOH�IRU�ZRPHQ��$�QXPEHU�RI�SRWHQW�FKDOOHQJHV�DULVH�RQFH�D�FORVHU� ORRN� LV

WDNHQ� DW� SDUWLFLSDWRU\� GHYHORSPHQW� DQG� TXHVWLRQV� DUH� DVNHG� DERXW�ZKR�SDUWLFLSDWHV�� LQ�ZKDW� DQG�RQ�ZKDW

EDVLV��ZKR�EHQHILWV�DQG�ZKR�ORVHV�RXW�

7KLV�SDSHU�VHHNV�WR�DGGUHVV�VRPH�RI�WKHVH�TXHVWLRQV�DQG�FKDOOHQJHV��+LJKOLJKWLQJ�VRPH�RI�WKH�WHQVLRQV

WKDW�UXQ�WKURXJK�¶JHQGHU�DZDUH·�SDUWLFLSDWRU\�GHYHORSPHQW�� LW�GUDZV�RQ�HPSLULFDO�PDWHULDO�IURP�$IULFD�DQG

$VLD�WR�H[SORUH�WKH�JHQGHU�GLPHQVLRQV�RI�SDUWLFLSDWLRQ�LQ�SURMHFWV��SODQQLQJ�DQG�SROLF\�SURFHVVHV��,Q�GRLQJ

VR��LW�UHIOHFWV�RQ�VWUDWHJLHV�DQG�WDFWLFV�WKDW�KDYH�EHHQ�XVHG�LQ�HIIRUWV�WR�PDNH�SDUWLFLSDWRU\�GHYHORSPHQW�PRUH

JHQGHU� VHQVLWLYH�� 0XFK� GHSHQGV�� WKH� SDSHU� VXJJHVWV�� RQ� KRZ� ¶JHQGHU·� LV� LQWHUSUHWHG� DQG� GHSOR\HG� LQ

GHYHORSPHQW� VHWWLQJV��7KH� SHUYDVLYH� VOLSSDJH� EHWZHHQ� ¶LQYROYLQJ�ZRPHQ·� DQG� ¶DGGUHVVLQJ� JHQGHU·�PD\� EH

WDFWLFDOO\�H[SHGLHQW��EXW�LW�SURYRNHV�D�VHULHV�RI�TXHVWLRQV�DERXW�WKH�H[WHQW�WR�ZKLFK�FXUUHQW�XQGHUVWDQGLQJV�RI

¶JHQGHU·� LQ� GHYHORSPHQW�PDVN� RWKHU� LQHTXDOLWLHV� DQG� IRUPV� RI� H[FOXVLRQ��0DNLQJ� D� GLIIHUHQFH�� WKH� SDSHU

VXJJHVWV�� UHTXLUHV� UHWKLQNLQJ� ¶JHQGHU·� DQG� DGGUHVVLQJ�PRUH�GLUHFWO\� WKH� LVVXHV� RI� SRZHU� DQG�SRZHUOHVVQHVV

WKDW�OLH�DW�WKH�KHDUW�RI�ERWK�*HQGHU�DQG�'HYHORSPHQW��*$'��DQG�SDUWLFLSDWRU\�GHYHORSPHQW�
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6SHFLDO�WKDQNV�DUH�GXH�WR�-R�'RH]HPD�IRU�KHU�DEOH�DQG�LQVLJKWIXO�UHVHDUFK�DVVLVWDQFH�DQG�IRU�1DRPL�+RVVDLQ

IRU�LQYDOXDEOH�HGLWRULDO�DVVLVWDQFH��,�ZRXOG�DOVR�OLNH�WR�WKDQN�.DUHQ�%URFN��5REHUW�&KDPEHUV��-RKQ�*DYHQWD�

$QQH�0DULH�*RHW]�� ,UHQH�*XLMW��1DLOD�.DEHHU� DQG� 6KDKUD�5D]DYL� IRU� FRPPHQWV� RQ� SUHYLRXV� GUDIWV�� 7KLV

SDSHU�ZDV�RULJLQDOO\�FRPPLVVLRQHG�E\�815,6'�DV�D�EDFNJURXQG�SDSHU�IRU�*HQHYD�������,�DP�JUDWHIXO� WR

815,6'� IRU� WKHLU� FRQWULEXWLRQ� WRZDUGV� IXQGLQJ� P\� WLPH�� DQG� WR� '),'�� 6LGD� DQG� 6'&� IRU� PDNLQJ� LWV

SXEOLFDWLRQ�SRVVLEOH�XQGHU�WKH�DXVSLFHV�RI�WKH�3DUWLFLSDWLRQ�3URJUDPPH�DW�,'6�

&RS\ULJKW���,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV������

,6%1��������������
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2YHU� WKH� ODVW� GHFDGH�� SDUWLFLSDWRU\� GHYHORSPHQW� KDV� VKLIWHG� IURP� WKH� PDUJLQV� WR� WKH� PDLQVWUHDP�

(QWKXVLDVWLFDOO\�HPEUDFHG�DFURVV�WKH�SROLWLFDO�DQG�LQVWLWXWLRQDO�VSHFWUXP�� LW�DSSHDUV� WR�KROG�WKH�SURPLVH�RI

RSHQLQJ� XS�QHZ� VSDFHV� IRU� DGGUHVVLQJ� LVVXHV� RI� JHQGHUHG� SRZHU�� DJHQF\� DQG� UHSUHVHQWDWLRQ��7KH� VKLIW� LQ

SDUWLFLSDWLRQ�GLVFRXUVHV�EH\RQG�EHQHILFLDU\�SDUWLFLSDWLRQ�DQG�WKH�SURMHFW�IRFXV�WR�HPEUDFH�ZLGHU�TXHVWLRQV�RI

FLWL]HQVKLS� DQG� YRLFH� �*DYHQWD� DQG� 9DOGHUUDPD� ������ &RUQZDOO� DQG� *DYHQWD� ������ SDUDOOHO� WKH� IRFXV� LQ

UHFHQW�SROLWLFDO�VFLHQFH�RQ�WKH�VHHPLQJO\�ZRUOG�ZLGH�HURVLRQ�RI�FLWL]HQ�WUXVW�LQ�UHSUHVHQWDWLYH�SROLWLFV��7KHUH

LV��LW�VHHPV��DQ�HPHUJLQJ�FRQYHUJHQFH�RI�LQWHUHVW�LQ�HQKDQFLQJ�LQFOXVLYH�FLWL]HQVKLS�DQG�H[WHQGLQJ�WKH�GHSWK

DQG�VFRSH�RI�SDUWLFLSDWLRQ�

<HW��GHVSLWH�WKH�FODLPV�WR�LQFOXVLYHQHVV�WKDW�FRPH�ZLWK�DGYRFDF\�RI�SDUWLFLSDWLRQ�LQ�GHYHORSPHQW��*XLMW

DQG�.DXO�6KDK�SRLQW�RXW��¶WKH�ODQJXDJH�DQG�SUDFWLFH�RI�´SDUWLFLSDWLRQµ�RIWHQ�REVFXUHV�ZRPHQ·V�ZRUOGV��QHHGV

DQG� FRQWULEXWLRQV� WR� GHYHORSPHQW��PDNLQJ� HTXLWDEOH� SDUWLFLSDWRU\� GHYHORSPHQW� DQ� HOXVLYH� JRDO·� ������� ���

7KH� RFFOXVLRQ� RI� ZRPHQ·V� YRLFHV� LQ� ¶SDUWLFLSDWRU\·� SURFHVVHV� UDLVHV� FKDOOHQJHV� WKDW� VWULNH� DW� WKH� KHDUW� RI

HIIRUWV�WR�SURPRWH�SDUWLFLSDWLRQ�LQ�GHYHORSPHQW�DQG�XQGHUPLQH�VWDXQFKO\�KHOG�FODLPV��7R�PDNH�D�GLIIHUHQFH�

SDUWLFLSDWRU\�GHYHORSPHQW�PXVW�HQJDJH�ZLWK�TXHVWLRQV�RI�GLIIHUHQFH��WR�HIIHFWLYHO\�WDFNOH�SRYHUW\��LW�PXVW�JR

EH\RQG�¶WKH�SRRU·�DV�D�JHQHULF�FDWHJRU\��DQG�HQJDJH�ZLWK�WKH�GLYHUVLW\�RI�ZRPHQ·V�DQG�PHQ·V�H[SHULHQFHV�RI

SRYHUW\� DQG� SRZHUOHVVQHVV�� *HQGHU� DQG� 'HYHORSPHQW� �*$'�� DGYRFDWHV� DQG� SUDFWLWLRQHUV� VHW� RXW� WR� GR

SUHFLVHO\� WKLV��EULQJLQJ�D�JHQGHU�SHUVSHFWLYH� WR�EHDU�RQ�SROLFLHV� DQG�SUDFWLFHV� WKDW�PDLQWDLQ��RU� H[DFHUEDWH�

ZRPHQ·V� PDUJLQDOLVDWLRQ�� ,Q� WKLV� UHJDUG�� WKH� WZR� DSSURDFKHV� ZRXOG� VHHP� FRPSOHPHQWDU\�� 7KHUH� DUH�

KRZHYHU��VLJQLILFDQW�SRLQWV�RI�WHQVLRQ�EHWZHHQ�WKHP��7KHVH�DULVH�IURP��DQG�DUH�SURGXFWLYH�RI��YHU\�GLIIHUHQW

ZD\V�RI�GHDOLQJ�ZLWK�WKH�TXHVWLRQV�RI�HQJDJHPHQW�WKDW�ERWK�VHHN�WR�DGGUHVV�

,Q�WKLV�SDSHU��,�WDNH�XS�WKHVH�WKHPHV��,�EHJLQ�E\�H[SORULQJ�VRPH�RI�WKH�GLPHQVLRQV�RI�¶SDUWLFLSDWLRQ·�DQG

¶JHQGHU·� LQ�GHYHORSPHQW�� ,�JR�RQ� WR�GUDZ�RQ�H[DPSOHV�RI� ¶SDUWLFLSDWRU\·�SURMHFWV� IURP�$IULFD� DQG�$VLD� WR

DQDO\VH�VRPH�RI�WKH�REVWDFOHV�DQG�RSSRUWXQLWLHV�IRU�ZRPHQ·V�SDUWLFLSDWLRQ�DQG�IRU�DGGUHVVLQJ�JHQGHU�LVVXHV�

6RPH�RI�WKH�PRVW�WUHQFKDQW�FULWLTXHV�RI�WKH�QHJOHFW�RI�JHQGHU�LVVXHV�DQG�WKH�VLOHQFLQJ�RI�ZRPHQ·V�YRLFHV�LQ

SDUWLFLSDWRU\�SURMHFWV�DQG�SROLF\�UHODWHG�ZRUN�IRFXV�RQ�WKH�SUDFWLFH�RI�3DUWLFLSDWRU\�5XUDO�$SSUDLVDO� �35$�

�VHH�� IRU� H[DPSOH�� 0RVVH� ������ -DFNVRQ� ������ *XLMW� DQG� .DXO� 6KDK� ������� *LYHQ� WKH� SURPLQHQFH� DQG

SRSXODULW\�RI�35$�DPRQJVW�VWUDWHJLHV�IRU�SDUWLFLSDWRU\�GHYHORSPHQW��,�SD\�WKLV�DSSURDFK�SDUWLFXODU�DWWHQWLRQ

LQ� WKLV� SDSHU�� 7KURXJK� DQ� DQDO\VLV� RI� WKH� XVH� RI� SDUWLFLSDWRU\� DSSURDFKHV� LQ� SROLF\� UHVHDUFK�� ,� H[DPLQH

TXHVWLRQV�RI�YRLFH��UHSUHVHQWDWLRQ�DQG�DJHQF\��5HIOHFWLQJ�RQ�WKH�GLOHPPDV�DQG�TXHVWLRQV�UDLVHG�WKURXJKRXW

P\� DQDO\VLV�� ,� FRQFOXGH� E\� H[SORULQJ� VRPH� RI� WKH� LVVXHV� WKDW� QHHG� WR� EH� DGGUHVVHG� LI� SDUWLFLSDWRU\

GHYHORSPHQW�LV�WR�PDNH�D�GLIIHUHQFH�
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7KH�HVVHQFH�RI�SDUWLFLSDWLRQ� LV� H[HUFLVLQJ�YRLFH� DQG�FKRLFH� DQG�GHYHORSLQJ� WKH�KXPDQ��RUJDQLVDWLRQDO

DQG� PDQDJHPHQW� FDSDFLW\� WR� VROYH� SUREOHPV� DV� WKH\� DULVH� LQ� RUGHU� WR� VXVWDLQ� WKH� LPSURYHPHQWV�

�6D[HQD�����������

3DUWLFLSDWRU\�UHVHDUFK�LV�IXQGDPHQWDOO\�DERXW�WKH�ULJKW�WR�VSHDN���+DOO�������[YLL�

6D[HQD� DQG� +DOO·V� ZRUGV� SDUDOOHO� PXFK� LQ� WKH� *HQGHU� DQG� 'HYHORSPHQW� DJHQGD� �VHH�� IRU� H[DPSOH�

.DEHHU�������5D]DYL�DQG�0LOOHU�������3HDUVRQ�DQG�-DFNVRQ��������5D]DYL� DQG�0LOOHU� �������GRFXPHQW� WKH

VKLIW�IURP�DQ�HDUOLHU�IRFXV�RQ�EULQJLQJ�ZRPHQ�LQWR�GHYHORSPHQW��WR�D�FRQFHUQ�ZLWK�LVVXHV�RI�SRZHU��FRQIOLFW

DQG� FRQWURO�1�&ULWLTXHV� RI�:,'·V� HVVHQWLDOLVW� IRFXV� RQ�ZRPHQ�� RQH� WKDW� LQ� SUDFWLFH� RIWHQ� LQYROYHG� VLPSO\

UHLQIRUFLQJ�KHJHPRQLF�QRWLRQV�RI�JHQGHU��GUHZ�DWWHQWLRQ�WR�WKH�VRFLDO��PDWHULDO�DQG�LQVWLWXWLRQDO�GLPHQVLRQV

RI� JHQGHU� GLVSULYLOHJH� �<RXQJ� HW� DO�� ������� 5DWKHU� WKDQ� FUHDWLQJ� VSDFH� ZLWKLQ� H[LVWLQJ� DSSURDFKHV� WR

GHYHORSPHQW�IRU�WKH�LQFOXVLRQ�RI�ZRPHQ��DV�:,'�VRXJKW�WR�GR��SURSRQHQWV�RI�*$'�IRFXVHG�PRUH�GLUHFWO\

RQ� IHPDOH� VXERUGLQDWLRQ� DV� LWVHOI� SURGXFWLYH� RI� H[FOXVLRQ�� DQG� RQ� KRZ�PDLQVWUHDP� GHYHORSPHQW� SUDFWLFH

SHUSHWXDWHV�JHQGHUHG�LQHTXDOLWLHV��)HPLQLVW�FRQFHUQV�ZLWK�YRLFH��FKRLFH�DQG�ULJKWV�LQIRUPHG�WKLV�QHZ�DJHQGD�

RQH� H[SOLFLWO\� FRQFHUQHG� ZLWK� WUDQVIRUPLQJ� RSSUHVVLYH� JHQGHU� UHODWLRQV� �.DEHHU� ������ 5D]DYL� DQG�0LOOHU

������

7KH� SDUDOOHOV� GR� QRW� VWRS� KHUH��$OWKRXJK� WKH� JHQGHU�EOLQGQHVV� RI� SDUWLFLSDWRU\� UHVHDUFKHUV� KDV� EHHQ

YLYLGO\�FKDUDFWHULVHG�E\�0DJXLUH���������IHPLQLVW�DQG�SDUWLFLSDWRU\�UHVHDUFK�PHWKRGRORJLHV�VKDUH�D�QXPEHU�RI

FRPPRQ� HSLVWHPRORJLFDO�� HWKLFDO� DQG� SROLWLFDO� SULQFLSOHV�� )URP� D� FRPPRQ� FRQFHUQ� ZLWK� WKH� UHODWLRQVKLS

EHWZHHQ�WKH�NQRZHU�DQG�WKH�NQRZQ��WR�D�UHFRJQLWLRQ�RI�WKH�ZD\V�LQ�ZKLFK�FODLPV�WR�¶REMHFWLYLW\·�DQG�¶WUXWK·

FDQ�VLOHQFH�RWKHU�YHUVLRQV��ERWK�SODFH�DQ�LQWHJUDO�YDOXH�RQ�DQ�HWKLF�RI�FRPPLWPHQW�WR�VRFLDO�WUDQVIRUPDWLRQ

�0LHV� ������ *DYHQWD� ������� 7KHVH� VKDUHG� SULQFLSOHV� DUH� PLUURUHG� E\� FRPPRQ� H[SHULHQFHV� LQ� WKH

GHYHORSPHQW�GRPDLQ��$V�:KLWH�QRWHV��IRU�ERWK�SDUWLFLSDWLRQ�DQG�JHQGHU�� ¶ZKDW�EHJDQ�DV�D�SROLWLFDO� LVVXH� LV

WUDQVODWHG�LQWR�D�WHFKQLFDO�SUREOHP�ZKLFK�WKH�GHYHORSPHQW�HQWHUSULVH�FDQ�DFFRPPRGDWH�ZLWK�EDUHO\�D�IDOWHU

LQ�LWV�VWULGH·�����������

-XVW�DV�HIILFLHQF\�DUJXPHQWV�ZHUH�XVHG�WR�PDNH�D�FDVH� IRU� LQFUHDVLQJ�ZRPHQ·V�DFFHVV�WR�GHYHORSPHQW

LQVWLWXWLRQV��VR�SDUWLFLSDWLRQ�JDLQHG�FXUUHQF\�WKURXJK�DUJXPHQWV�DERXW�WKH�FRVW�HIIHFWLYHQHVV�DQG�EHQHILWV�WR

HIILFLHQF\�RI�HQJDJLQJ�¶SULPDU\�VWDNHKROGHUV·�LQ�GHYHORSPHQW�SURMHFWV��-XVW�DV�PDLQVWUHDPLQJ�JHQGHU�KDV�OHG

WR� VRPH�GLOXWLRQ� RI� LWV� SROLWLFDO� GLPHQVLRQ� �*RHW]� ������� VR� WRR� KDV� WKH� UDSLG� VFDOLQJ� XS� RI� SDUWLFLSDWRU\

DSSURDFKHV� RIWHQ� VWULSSHG� DZD\� WKH� PRUH� UDGLFDO� GLPHQVLRQV� RI� SDUWLFLSDWRU\� SUDFWLFH� �%ODFNEXUQ� ZLWK

+ROODQG��������$QG�� MXVW� DV�*$'�HPHUJHG� DV� D� UHDUWLFXODWLRQ�RI� VRPH� WKH�SULQFLSOHV�RQ�ZKLFK�:,'�KDG

IDOWHUHG�� VR� WRR� LV� SDUWLFLSDWRU\� GHYHORSPHQW� EHJLQQLQJ� WR� EH� UHIUDPHG�ZLWK� D�PRUH� H[SOLFLW� HPSKDVLV� RQ

FLWL]HQVKLS� DQG� RQ� SDUWLFLSDWLRQ� DV� D� ULJKW� �&RUQZDOO� DQG� *DYHQWD� ������2� 5HFRJQLVLQJ� WKHVH� SDUDOOHOV� LV

LPSRUWDQW��WKHUH�LV�PXFK�WKDW�FDQ�EH�VKDUHG��DQG�OHDUQW��IURP�FRPPRQ�H[SHULHQFH�3
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7KUHH�NH\� OLQHV�RI� WHQVLRQ� FXW� DFURVV� WKHVH� DSSURDFKHV��7KH� ILUVW�� DQG�SHUKDSV�PRUH� REYLRXV�� LV� WKDW

EHWZHHQ� DQ� H[SOLFLWO\� IHPLQLVW� DSSURDFK� ²� RQH� WKDW� VLWXDWHV� ZRPHQ·V� FKRLFHV� DQG� DJHQF\� DV� D� FHQWUDO

SUREOHPDWLF�²�DQG�DSSURDFKHV�FRQFHUQHG�PRUH�EURDGO\�ZLWK�HQDEOLQJ�¶WKH�SRRU·�RU�¶WKH�RSSUHVVHG·�WR�JDLQ�D

YRLFH� LQ� WKH� GHYHORSPHQW� SURFHVV�� 7KH� DUJXPHQWV� PDGH� E\� PDQ\� IHPLQLVW� SDUWLFLSDWRU\� UHVHDUFKHUV� DQG

SUDFWLWLRQHUV�UHVRQDWH�ZLWK�WKH�SRVLWLRQV�WDNHQ�E\�DGYRFDWHV�RI�*$'��0DJXLUH�������GH�.RQLQJ�DQG�0DUWLQ

������ *XLMW� DQG� .DXO� 6KDK� ������� 7KH� LVVXHV� DUH� IDPLOLDU�� WKH� VXEVXPSWLRQ� RI� ¶ZRPHQ·� XQGHU� ¶WKH

FRPPXQLW\·� PDVNV� WKH� GLVWLQFWLYHQHVV� RI� ZRPHQ·V� H[SHULHQFHV�� DQG� FODLPV� WR� LQFOXVLYHQHVV� ZREEOH� RQFH

TXHVWLRQV�DUH�DVNHG�DERXW�ZKR�SDUWLFLSDWHV��GHFLGHV�DQG�EHQHILWV�IURP�¶SDUWLFLSDWRU\·�LQWHUYHQWLRQV��%XW�MXVW

DV�D�EURDGHU�IRFXV�RQ�SRYHUW\�DQG�SRZHUOHVVQHVV�LQ�SDUWLFLSDWRU\�GHYHORSPHQW�FDQ�PDVN�JHQGHU�LQHTXLWLHV��VR

WRR� FDQ� D� IRFXV� RQ�ZRPHQ� REVFXUH� RWKHU� GLPHQVLRQV� RI� H[FOXVLRQ�� DV� UHFHQW� ZRUN� KDV� VKRZQ�� JHQGHUHG

SRZHUOHVVQHVV�LV�QRW�RQO\�D�IHPDOH�FRQGLWLRQ��6ZHHWPDQ�������&RUQZDOO�DQG�:KLWH�������

7KH�VHFRQG�DUHD�RI�WHQVLRQ�FRQFHUQV�WKH�UROH�RI�WKH�SUDFWLWLRQHU��0XFK�*HQGHU�DQG�'HYHORSPHQW�ZRUN

LV� FRQYHQWLRQDOO\� FDUULHG� RXW� DW� VRPH� UHPRYH��ZLWK� OLWWOH� LI� DQ\� HQJDJHPHQW� IURP� WKRVH� DIIHFWHG�� ,W� RIWHQ

FRQVLVWV�RI�WKH�DSSOLFDWLRQ�RI�H[WHUQDO�PRGHOV�DQG�FRQFHSWV�DV�D�EDVLV�IRU�GHVLJQLQJ�RU�DVVHVVLQJ�WKH�LPSDFW�RI

LQWHUYHQWLRQV� IRU� ZRPHQ�� )RU� SDUWLFLSDWRU\� GHYHORSPHQW� SUDFWLWLRQHUV�� D� SULPDU\� DLP� LV� WR� WUDQVIRUP

FRQYHQWLRQDO�GHYHORSPHQW�LQWR�D�SURFHVV�RI�HQJDJHPHQW�ZLWK�DQG�E\�ORFDO�SHRSOH��UDWKHU�WKDQ�WR�XVH�¶H[SHUW·

NQRZOHGJH�WR�GLFWDWH�LQWHUYHQWLRQV��$�FHQWUDO�SDUDGR[�RI�JHQGHU�DZDUH�SDUWLFLSDWRU\�GHYHORSPHQW�UHVLGHV�LQ

WKH�FRQWUDGLFWLRQV�WKLV�WHQVLRQ�SURYRNHV�LQ�SUDFWLFH�

3HUKDSV�WKH�PRVW�IXQGDPHQWDO�WHQVLRQ�RI�DOO�FXWV�DFURVV�DSSURDFKHV�WR�*$'�DQG�SDUWLFLSDWRU\�DFWLRQ

GHYHORSPHQW��3DUWLFLSDWRU\�5HVHDUFK�DQG�*$'�VHHN�H[SOLFLWO\�WR�TXHVWLRQ�WKH�¶QDWXUDOLVHG·�DVVXPSWLRQV�WKDW�

IRU�H[DPSOH��DVVRFLDWH�ZRPHQ�ZLWK�ZHDNQHVV�RU�WKH�SRRU�ZLWK�LJQRUDQFH��:LWK�WKH�JRDO�RI�FRQIURQWLQJ�DQG

WUDQVIRUPLQJ� LQHTXDOLWLHV�� WKH\� LQWURGXFH� SDUWLFXODU� LGHDV� DERXW� SRZHU� DQG� GLIIHUHQFH�� 6RFLDO� DQDO\VLV

XQGHUSLQV� WKHVH� DSSURDFKHV�� GHVSLWH� GLIIHUHQFHV� LQ� WKHRUHWLFDO� RULHQWDWLRQ� EHWZHHQ� WKHP�� ,Q� FRQWUDVW�

SDUWLFLSDWRU\�DSSURDFKHV�GHULYLQJ�IURP�WKH�3DUWLFLSDWRU\�5XUDO�$SSUDLVDO��35$��VFKRRO�RI�SUDFWLFH�HPSKDVLVH

WKH� SDUWLFXODULW\� RI� ORFDO� H[SHULHQFH�� FRQFHSWV� DQG� FDWHJRULHV�� DQG� SULYLOHJH� SHUVRQDO� H[SHULHQFH� RYHU

VWUXFWXUDO� DQDO\VLV��5DWKHU� WKDQ� LPSRUWLQJ�FRQFHSWV� IURP�HOVHZKHUH�� WKH� IRFXV� LQ�35$� LV�RQ� HQDEOLQJ� ORFDO

SHRSOH�WR�DUWLFXODWH�DQG�DQDO\VH�WKHLU�RZQ�VLWXDWLRQV��LQ�WKHLU�RZQ�WHUPV��

7KLV� RSHQV� XS� WKH� SRWHQWLDO� IRU� D�PRUH� QXDQFHG� DSSURDFK� WR� GLIIHUHQFH�� RQH� WKDW� DFNQRZOHGJHV� WKH

FRPSOH[LW\� DQG�GLYHUVLW\�RI� ORFDO� H[SHULHQFHV��7KHUH� DUH� D� QXPEHU� RI� UHVRQDQFHV� KHUH�ZLWK� FRQWHPSRUDU\

IHPLQLVW� WKHRU\��%XW�KHUHLQ� OLHV� WKH�VRXUFH�RI� WHQVLRQ��%\� VHHNLQJ� WR�JURXQG�DQDO\VLV� DQG�SODQQLQJ� LQ� ORFDO

GLVFRXUVHV� DQG� LQVWLWXWLRQV�� 35$� DSSHDUV� WR� RIIHU� WKH� IDFLOLWDWRU� OLWWOH� VFRSH� IRU� FKDOOHQJLQJ� �RU� VHHNLQJ� WR

FKDQJH��DVSHFWV�RI�WKH�VWDWXV�TXR�WKDW�RWKHU�SDUWLFLSDWRU\�DQG�IHPLQLVW�SUDFWLWLRQHUV�ZRXOG�ILQG�REMHFWLRQDEOH�

7KLV�VHHPV�WR�OHDYH�OLWWOH�URRP�IRU�D�IHPLQLVW�35$�SUDFWLWLRQHU�WR�EDXON��IRU�H[DPSOH��DW�ROGHU�ZRPHQ·V�FDOOV

IRU�PHDVXUHV� WR� WHDFK� \RXQJHU� ZRPHQ� WR� UHVSHFW� WKHLU� KXVEDQGV�� 7KH� DSSDUHQW� UHODWLYLVP� RI� 35$�� WKHQ�

FDUULHV� ZLWK� LW� LPSOLFDWLRQV� DERXW� DGMXGLFDWLQJ� EHWZHHQ� DOWHUQDWLYHV�� DQG� WDNLQJ� D� VWDQG� �VHH� )UDVHU� DQG

1LFKROVRQ��������<HW�WKH�35$�SURFHVV�LV�JHDUHG�DW�WKH�SURGXFWLRQ�RI�FRQVHQVXV��DV�VXFK��LW�FDQ�ZRUN�ERWK�WR

HQDEOH�GLIIHUHQW�YRLFHV�WR�EH�KHDUG�DQG�WR�PDVN�GLVVHQW��GHSHQGLQJ�KRZ�LW�LV�XVHG�
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'LIIHUHQFHV� ZLWKLQ� DGG� D� IXUWKHU� OD\HU� RI� FRPSOH[LW\�� GLVUXSWLQJ� DQ\� HDV\� HTXDWLRQ� RI� ¶JHQGHU·� RU

¶SDUWLFLSDWLRQ·� ZLWK� D� VLQJOH�PHWKRGRORJ\� RU� DSSURDFK�� 7KH� UDSLG� ULVH� LQ� SRSXODULW\� RI� 35$� RYHU� WKH� ODVW

GHFDGH�KDV�OHG�WR�UHJDUGLQJ�LW�DV�SUDFWLFDOO\�HTXLYDOHQW�WR�¶SDUWLFLSDWLRQ�·�<HW�SDUWLFLSDWRU\�GHYHORSPHQW�KDV�D

KLVWRU\�VSDQQLQJ�D�FHQWXU\��(\EHQ�DQG�/DGEXU\�������DQG�HPEUDFHV�FRQWUDVWLQJ�SHUVSHFWLYHV�RQ�WKH�QDWXUH

RI�VRFLDO� WUDQVIRUPDWLRQ��DV�ZHOO�DV�D�GLYHUVLW\�RI�PHWKRGV�DQG�PHWKRGRORJLHV���(TXDOO\�� WKH�DVVRFLDWLRQ�RI

*$'�ZLWK�RSHUDWLRQDO�IUDPHZRUNV�FKDUDFWHULVWLF�RI�JHQGHU�WUDLQLQJ�DQG�SODQQLQJ��VHH�� IRU�H[DPSOH��0RVHU

������PDVNV�D�GLYHUVLW\�RI�DSSURDFKHV�WR�TXHVWLRQV�RI�JHQGHUHG�GLIIHUHQFH��DJHQF\�DQG�SRZHU��VHH�-DFNVRQ

DQG�3HDUVRQ���������7KHVH�GLIIHUHQFHV�SURGXFH�IXUWKHU� OLQHV�RI�FRQQHFWLRQ���DV�ZHOO�DV� WHQVLRQV� ��EHWZHHQ

DSSURDFKHV�WR�JHQGHU�DQG�SDUWLFLSDWLRQ�

����6LWXDWLQJ�¶SDUWLFLSDWLRQ·

7KH�WHUP�¶SDUWLFLSDWLRQ·�DSSHDUV�WR�RIIHU�HYHU\ERG\�ZKDW�WKH\�ZRXOG�OLNH�WR�XQGHUVWDQG�LW�WR�PHDQ��HYRNLQJ�D

ZDUP� VHQVH� RI� WRJHWKHUQHVV�� FRPPRQ� SXUSRVH� DQG� PXWXDO� XQGHUVWDQGLQJ�� )RU� VRPH�� ¶EHQHILFLDU\

SDUWLFLSDWLRQ·� LV� SURSRVHG� DV� D� PDQDJHPHQW� WRRO� WKDW� FDQ� KHOS� VKLIW� FRVWV� WR� UHFLSLHQWV� ZKLOH� HQKDQFLQJ

SURMHFW�HIIHFWLYHQHVV��)RU�RWKHUV�� ¶SDUWLFLSDWLRQ·� HYRNHV� UHFRJQLWLRQ�DQG�HQKDQFHPHQW�RI�SHRSOH·V� DELOLW\� WR

VSHDN� RXW�� DFW�� DQG� GHWHUPLQH� WKHLU� RZQ� ¶GHYHORSPHQW·� WKURXJK� IXQGDPHQWDO� FKDQJHV� LQ� SRZHU� UHODWLRQV�

$OWKRXJK�WKH�WZR�FDQ�JR�WRJHWKHU��WKHVH�YHU\�GLIIHUHQW�SHUVSHFWLYHV�RQ�SDUWLFLSDWLRQ�UHSUHVHQW�D�IXQGDPHQWDO

GLIIHUHQFH�LQ�NLQG��UDWKHU�WKDQ�VLPSO\�LQ�GHJUHH�7

7ZHQW\�\HDUV�DJR��DQ�LQIOXHQWLDO�815,6'�SDSHU�GHILQHG�SRSXODU�SDUWLFLSDWLRQ�DV�� ¶RUJDQLVHG�HIIRUWV�WR

LQFUHDVH�FRQWURO�RYHU�UHVRXUFHV�DQG�UHJXODWLYH�LQVWLWXWLRQV�LQ�JLYHQ�VRFLDO�VLWXDWLRQV�RQ�WKH�SDUW�RI�JURXSV�DQG

PRYHPHQWV�KLWKHUWR�H[FOXGHG�IURP�VXFK�FRQWURO·��815,6'�������FLWHG�LQ�6WLHIHO�DQG�:ROIH�����������,Q�WKH

����V��WKH�WHUP�¶SDUWLFLSDWLRQ·�KDV�WDNHQ�RQ�D�QHZ�JORVV��FDSWXUHG�E\�WKH�:RUOG�%DQN·V�GHILQLWLRQ��D�¶SURFHVV

WKURXJK�ZKLFK�VWDNHKROGHUV�LQIOXHQFH�DQG�VKDUH�FRQWURO�RYHU�GHYHORSPHQW�LQLWLDWLYHV�DQG�WKH�GHFLVLRQV�DQG

UHVRXUFHV�ZKLFK�DIIHFW�WKHP·��:RUOG�%DQN�������FLWHG�LQ�5LHWEHUJHQ�0F&UDFNHQ�DQG�1DUD\DQ�����������7KH

VKULQNLQJ�VFRSH�RI�SDUWLFLSDWLRQ�LQ�WKLV�GHILQLWLRQ���WR�LQIOXHQFLQJ�DQG�VKDULQJ��UDWKHU�WKDQ� LQFUHDVLQJ�FRQWURO�

DQG�RYHU� GHYHORSPHQW� LQLWLDWLYHV� UDWKHU� WKDQ� UHVRXUFHV� DQG� UHJXODWLYH� LQVWLWXWLRQV� �� LV� LQGLFDWLYH� RI� WKH�PRUH

LQVWUXPHQWDO�DSSURDFK�WKDW�KDV�FRPH�WR�FKDUDFWHULVH�PXFK�PDLQVWUHDP�SDUWLFLSDWRU\�GHYHORSPHQW�ZRUN�

'LVWLQJXLVKLQJ�ZKR�SDUWLFLSDWHV��KRZ��DW�ZKDW�VWDJHV��DQG�LQ�ZKDW�EHFRPHV�FUXFLDO�IRU�GHWHUPLQLQJ�WKH

VKDSH� ¶SDUWLFLSDWLRQ·� WDNHV� LQ�SUDFWLFH��$UQVWHLQ·V� ������� FHOHEUDWHG� ¶ODGGHU�RI�SDUWLFLSDWLRQ·�KDV� VHUYHG� DV� D

PRGHO� IRU�YDULDQWV� WKDW�VHHN� WR�DSSO\� WKH�SULQFLSOHV�RI�D�VKLIWLQJ�VFDOH�RI�SDUWLFLSDWLRQ� WR� WKH�GHYHORSPHQW

FRQWH[W��2IWHQ�SUHVHQWHG�DV�VWHSV�DORQJ�D�VFDOH�IURP�OHVV�WR�PRUH��WKHVH�W\SRORJLHV�OD\�RXW�LGHDO�W\SHV�DJDLQVW

ZKLFK� WR�PHDVXUH� SDUWLFLSDWRU\� GHYHORSPHQW� LQLWLDWLYHV�8�0RVW� LPSOLFLWO\� ORFDWH� DJHQF\� IRU� EULQJLQJ� DERXW

FKDQJH� LQ� H[WHUQDOO\� LQGXFHG� LQWHUYHQWLRQ�� IHZ� FDUU\� ZLWK� WKHP� WKH� OLQN� $UQVWHLQ·V� PRGHO� PDGH� EHWZHHQ

SDUWLFLSDWLRQ�DQG�FLWL]HQVKLS��:KHUH�WKH\�DUH�PRVW�YDOXDEOH�LV�LQ�GLVWLQJXLVKLQJ�PHUHO\�EHLQJ�WROG��IURP�EHLQJ

DVNHG��EHLQJ�EURXJKW�LQWR�GHFLVLRQ�PDNLQJ�SURFHVVHV�DQG�EHLQJ�DEOH�WR�GHWHUPLQH�WKH�VKDSH�WKDW�DFWLRQ�WDNHV�

:KHUH� WKH\� DUH� OHVV� YDOXDEOH� LV� LQ� GLVHQWDQJOLQJ� WKH� FRPSOH[� DQG� FRQWHVWHG�PHDQLQJV� RI� SDUWLFLSDWLRQ� LQ

GHYHORSPHQW� VHWWLQJV��:KLWH·V� ������� W\SRORJ\� �EHORZ�� LV�PRUH� XVHIXO� LQ� VTXDUHO\� LGHQWLI\LQJ� VRPH� RI� WKH
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FRQWUDVWLQJ� WHQGHQFLHV� PDQLIHVW� LQ� WKH� XVHV� WR� ZKLFK� ¶SDUWLFLSDWRU\� DSSURDFKHV·� KDYH� EHHQ� SXW� LQ

GHYHORSPHQW�9

)RUP :KDW�¶SDUWLFLSDWLRQ·�PHDQV
WR�WKH�LPSOHPHQWLQJ
DJHQF\

:KDW�¶SDUWLFLSDWLRQ·
PHDQV�IRU�WKRVH�RQ
WKH�UHFHLYLQJ�HQG

:KDW�¶SDUWLFLSDWLRQ·�LV
IRU

1RPLQDO /HJLWLPDWLRQ�²�WR�VKRZ�WKH\
DUH�GRLQJ�VRPHWKLQJ

,QFOXVLRQ�²�WR�UHWDLQ
VRPH�DFFHVV�WR�SRWHQWLDO
EHQHILWV

'LVSOD\

,QVWUXPHQWDO (IILFLHQF\�²�WR�OLPLW�IXQGHUV·
LQSXW��GUDZ�RQ�FRPPXQLW\
FRQWULEXWLRQV�DQG�PDNH
SURMHFWV�PRUH�FRVW�HIIHFWLYH

&RVW�²�RI�WLPH�VSHQW�RQ
SURMHFW�UHODWHG�ODERXU
DQG�RWKHU�DFWLYLWLHV

$V�D�PHDQV�WR�DFKLHYLQJ
FRVW�HIIHFWLYHQHVV�DQG
ORFDO�IDFLOLWLHV

5HSUHVHQWDWLYH 6XVWDLQDELOLW\�²�WR�DYRLG
FUHDWLQJ�GHSHQGHQF\

/HYHUDJH�²�WR�LQIOXHQFH
WKH�VKDSH�WKH�SURMHFW
WDNHV�DQG�LWV
PDQDJHPHQW

7R�JLYH�SHRSOH�D�YRLFH
LQ�GHWHUPLQLQJ�WKHLU
RZQ�GHYHORSPHQW

7UDQVIRUPDWLYH (PSRZHUPHQW�²�WR
VWUHQJWKHQ�SHRSOH·V
FDSDELOLWLHV�WR�WDNH�GHFLVLRQV
DQG�DFW�IRU�WKHPVHOYHV

(PSRZHUPHQW�²�WR�EH
DEOH�WR�GHFLGH�DQG�DFW
IRU�WKHPVHOYHV

%RWK�DV�D�PHDQV�DQG�DQ
HQG��D�FRQWLQXLQJ
G\QDPLF

�$GDSWHG�IURP�:KLWH��������²��

3UHFLVHO\� EHFDXVH� ¶SDUWLFLSDWLRQ·� FDQ�PHDQ� VR�PDQ\� GLIIHUHQW� WKLQJV� DQG� EHFDXVH� PXOWLSOH� XQGHUVWDQGLQJV

HDVLO\� FR�H[LVW�� LW� LV� GLIILFXOW� WR� SLQSRLQW� H[DFWO\�ZKHUH� WR� GUDZ� GHILQLWLRQDO� OLQHV� LQ� SUDFWLFH��$QG� EHFDXVH

GHILQLWLRQV� RI� SDUWLFLSDWLRQ� LQ� GHYHORSPHQW� FRQWH[WV� RIWHQ� UHPDLQ� EOXUUHG�� WKHUH� LV� VFRSH� IRU� D� UDQJH� RI

SRWHQWLDO� LQWHUSUHWDWLRQV� ZKHQ� LW� FRPHV� WR� LPSOHPHQWDWLRQ�� )RU� SDUWLFLSDWRU\� GHYHORSPHQW� WDNHV� VKDSH

WKURXJK�WKH�DFWLRQV�RI�SDUWLFXODU� DJHQWV��ZKR�EULQJ� WR� WKH�SURFHVV� WKHLU�RZQ�DJHQGDV��SUHFRQFHSWLRQV�DQG

PRGHV�RI� LQWHUDFWLRQ�10� ,Q� WKH�FRQWHVWHG�WHUUDLQ�RI�SDUWLFLSDWRU\�GHYHORSPHQW�SUDFWLFH� WKH�HOHJDQW� LGHDOV�RI

LQFOXVLRQ� DOO� WRR�RIWHQ� IDOO� DZD\� LQ� WKH� IDFH� RI� LQVWLWXWLRQDO� H[SHFWDWLRQV� DQG�SURFHGXUH�� RU� IRU� UHDVRQV� RI

H[SHGLHQF\��FRQIOLFW�DYRLGDQFH�RU�SUHMXGLFH�

����/RFDWLQJ�¶JHQGHU· � LQ�SDUWLFLSDWRU\�GHYHORSPHQW

¶*HQGHU�·� OLNH� ¶SDUWLFLSDWLRQ�·� DFTXLUHV� D� PXOWLWXGH� RI� PHDQLQJV� LQ� WKH� FRQWHVWHG� DUHQDV� RI� GHYHORSPHQW

SUDFWLFH��&RQVLGHUDEOH�GLIIHUHQFHV�EHWZHHQ� IHPLQLVPV� DQG� DSSURDFKHV� WR�GHYHORSPHQW� FRQWLQXH� WR� LQIRUP

DFDGHPLF�DSSURDFKHV� WR�*$'��-DFNVRQ�DQG�3HDUVRQ��������0XFK�RI� WKLV�VRSKLVWLFDWLRQ� LV� ORVW� LQ�SUDFWLFH�

'HVSLWH�WKH�SHUYDVLYH�XVH�RI�WKH�WHUP�¶JHQGHU�·�RSHUDWLRQDO�IUDPHZRUNV�WHQG�WR�WUHDW�¶ZRPHQ·�DQG�¶PHQ·�DV�LI

WKH\�FRQVWLWXWHG�LPPHGLDWHO\�LGHQWLILDEOH�JURXSV�E\�YLUWXH�RI�WKHLU�VH[�DORQH��¶:RPHQ·�DUH�RIWHQ�UHSUHVHQWHG

DV�LI�WKHLU�UHODWLRQVKLSV�ZLWK�PHQ�FRQVLVWHG�RI�FRPSHWLQJ�FODLPV�DQG�FRQIOLFWLQJ�LQWHUHVWV�� LQ�ZKLFK�WKH\�DUH

LQYDULDEO\�WKH�ZHDNHU�SDUW\��¶0HQ·�EHFRPH�SRZHUIXO��VKDGRZ\�ILJXUHV�ZKR�QHHG�VRPHKRZ�WR�EH�FRXQWHUHG�

,Q� WKH� SURFHVV�� WKH� FRQFHUQV� DQG� SURMHFWLRQV� RI� D� SDUWLFXODU� YDULDQW� RI� ZHVWHUQ� IHPLQLVP� FRPH� WR� EH

WUDQVODWHG�LQWR�GHYHORSPHQW�SUDFWLFH��0RKDQW\�������

6HHQ�DV� WKH�GRPDLQ�RI�ZRPHQ�� JHQGHU�ZRUN� LQ�SDUWLFLSDWRU\�GHYHORSPHQW� FRQWH[WV�KDV� WHQGHG� WR�EH

HTXDWHG�ZLWK�D�FRQFHUQ�DERXW�¶ZRPHQ·V�LVVXHV�·�([DPSOHV�DERXQG�ZKHUH�¶ZRPHQ·�DQG�¶PHQ·�DUH�FRQVXOWHG�



��

\HW� ZKHUH� RQO\� ¶ZRPHQ·V·� LQWHUHVWV� DQG� FRQFHUQV� DUH� WUHDWHG� LQ� WHUPV� RI� ¶JHQGHU�·� 7KH� SDUWLFXODU

FRQFHSWXDOLVDWLRQV�RI�¶JHQGHU·�LQ�JHQGHU�SODQQLQJ�IUDPHZRUNV��H�J���0RVHU�������DFW�DV�D�SRZHUIXO�ILOWHU�IRU

LQIRUPDWLRQ��%\�VHSDUDWLQJ�RXW�DQG�FDWHJRULVLQJ�ZRPHQ·V�DFWLYLWLHV�DV�LI�WKH\�H[LVWHG�LQGHSHQGHQWO\�RI�VRFLDO

UHODWLRQVKLSV�� WKHVH� IUDPHZRUNV�SURGXFH�D�YHUVLRQ�RI� ¶UHDOLW\·� WR� VHUYH� WKH�QHHGV�RI�SODQQHUV�� ,Q�GRLQJ� VR�

WKH\�LPSRVH�QRWLRQV�DERXW�WKH�LQGLYLGXDO�DQG�DERXW�WKH�QDWXUH�RI�JHQGHU�GLIIHUHQFH�WKDW�PD\�EH�DW�RGGV�ZLWK

WKH� H[SHULHQFH� RI� GLIIHUHQFH� DQG� FRQQHFWHGQHVV�� :KLOH� KLJKOLJKWLQJ� SDUWLFXODU� DVSHFWV� RI� JHQGHUHG

GLVSULYLOHJH��WKH\�FDQ�UHQGHU�LQYLVLEOH�GLIIHUHQFHV�ZLWKLQ�WKH�FDWHJRU\�¶ZRPDQ·�DQG�PDVN�LPSRUWDQW�UHODWLRQDO

DVSHFWV�RI�PDOH�IHPDOH� LQWHUDFWLRQV� �VHH�� IRU�H[DPSOH��0RKDQW\�������5D]DYL� DQG�0LOOHU��������$V�*RHW]·V

�������VWXG\�RI�*XLQHDQ�ILVK�VPRNHUV�LOOXVWUDWHV��D�IRFXV�VLPSO\�RQ�ZRPHQ·V�DFWLYLWLHV�FDQ�REVFXUH�LPSRUWDQW

GLPHQVLRQV�RI�WKHLU�OLYHOLKRRG�VWUDWHJLHV���LQ�WKLV�FDVH��YLWDO�UHODWLRQV�RI�LQWHUGHSHQGHQFH�EHWZHHQ�ZRPHQ�DQG

PHQ�

4XHVWLRQV�DULVH�DERXW�WKH�H[WHQW�WR�ZKLFK�¶JHQGHU�DZDUH·�GHYHORSPHQW�SUDFWLFH�FDQ�HIIHFWLYHO\�HQJDJH�LQ

PDNLQJ�VHQVH�RI�WKH�FRPSOH[LWLHV�RI�JHQGHU�UHODWLRQV�ZLWKLQ�FRPPXQLWLHV��.DQGL\RWL�������&RUQZDOO�����D��

-XVW�DV�¶JHQGHU·�KDV�EHFRPH�D�VKRUWKDQG�IRU�¶ZRPHQ�·�¶JHQGHU�UHODWLRQV·�JHQHUDOO\�UHIHU�RQO\�WR�WKDW�GLPHQVLRQ

RI�PDOH�IHPDOH�UHODWLRQV�WKDW� LQYROYHV�DFWXDO�RU�SRWHQWLDO�KHWHURVH[XDO�UHODWLRQVKLSV��VHH�7FKHU]HNRII������

&RUQZDOO�����D���2WKHU�NLQGV�RI�PDOH�IHPDOH� UHODWLRQVKLSV� DUH�� DV� D� UHVXOW�� VKXQWHG�RXW�RI� WKH� IUDPH��7KH

UHODWLRQVKLS�EHWZHHQ�DQ�HOGHU�VLVWHU�DQG�KHU�\RXQJHU�EURWKHU��IRU�H[DPSOH��PLJKW�EH�YLWDO� LQ�XQGHUVWDQGLQJ

SDWWHUQV�RI� UHVRXUFH�DOORFDWLRQ� DQG� LQWUD�KRXVHKROG�G\QDPLFV�� \HW�ZRXOG�QRW�EH� VHHQ� DV� ¶JHQGHU� UHODWLRQV�·

6LPLODUO\�� LQWHU�JHQHUDWLRQDO�UHODWLRQVKLSV��VXFK�DV�EHWZHHQ�ROGHU� IHPDOH�EXVLQHVV�RZQHUV�DQG�WKHLU�\RXQJHU

PDOH�HPSOR\HHV��DUH�RIWHQ�RFFOXGHG�LQ�HDV\�JHQHUDOLVDWLRQV�DERXW�¶PDOH�SRZHU�·�DQG�FDVW�RXWVLGH�WKH�ERXQGV

RI�¶JHQGHU�UHODWLRQV�·

3ULYLOHJLQJ�SDUWLFXODU�NLQGV�RI�PDOH�IHPDOH�UHODWLRQVKLSV�DV�¶JHQGHU�UHODWLRQV·�DOVR�OHDGV�WR�D�GLVUHJDUG�IRU

WKH� JHQGHU� GLPHQVLRQV� RI� VDPH�VH[� UHODWLRQVKLSV� �3HWHUV� ������� 5HODWLRQV� RI� SRZHU� EHWZHHQ� IHPDOH� NLQ�

DIILQHV�DQG�ZRUNHUV�PD\�EH�EDVHG� MXVW� DV�PXFK�RQ�FXOWXUDOO\� HPEHGGHG�QRWLRQV�RI�JHQGHU� DV�PDOH�IHPDOH

UHODWLRQV��7KHVH� UHODWLRQVKLSV�PD\�EH� MXVW� DV�� LI� QRW�PRUH�� LPSRUWDQW� WR�ZRPHQ·V�ZHOOEHLQJ� DQG� OLYHOLKRRG

VWUDWHJLHV�WKDQ�WKHLU�UHODWLRQVKLSV�ZLWK�WKHLU�KXVEDQGV��<HW�WKHVH�UHODWLRQV�DUH�RYHUORRNHG�E\�PDQ\�YDULDQWV�RI

¶JHQGHU� DQDO\VLV�·� DV�.DEHHU� ������� SRLQWV� RXW�� 7KH� SUDFWLFDO� HTXLYDOHQFH� EHWZHHQ� ¶JHQGHU·� DQG� ¶ZRPHQ·V

LVVXHV�·� DQG� WKH� OLPLWHG� IRFXV� RQ� SDUWLFXODU� NLQGV� RI� ¶JHQGHU� UHODWLRQV�·� ERWK� DFW� WR� REVFXUH� WKH� DQDO\WLF

LPSRUWDQFH� RI� D� IRFXV� RQ� JHQGHU� DV� D� FRQVWLWXWLYH� HOHPHQW� RI� DOO� VRFLDO� UHODWLRQVKLSV� DQG� DV� VLJQLI\LQJ� D

UHODWLRQVKLS�RI�SRZHU��VHH�6FRWW�������:LHULQJD��������7KH�TXHVWLRQ�RI�KRZ�WR�UHGUHVV�ZRPHQ·V�H[FOXVLRQ�DV

ZRPHQ� LQ�PDQ\�GHYHORSPHQW�VHWWLQJV�UHPDLQV�FULWLFDO��+RZHYHU�� LW� LV� HYLGHQW� WKDW� WKH� ¶DGG�ZRPHQ�DQG�VWLU·

DSSURDFK� WR� DGGUHVVLQJ� ¶JHQGHU� LVVXHV·� LQ� SDUWLFLSDWRU\� GHYHORSPHQW�PD\� SURYRNH�PRUH� GLOHPPDV� WKDQ� LW

VHUYHV�WR�VROYH��5HWDLQLQJ�WKLV�GLVWLQFWLRQ�EHWZHHQ�¶LQYROYLQJ�ZRPHQ·�DQG�¶DGGUHVVLQJ�JHQGHU�LVVXHV�·�,�JR�RQ

LQ�WKH�IROORZLQJ�VHFWLRQV�WR�H[SORUH�VRPH�RI�WKH�LVVXHV�DW�VWDNH�
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7KH�TXHVWLRQ�RI�ZKR� SDUWLFLSDWHV� DQG�ZKR�EHQHILWV� UDLVHV� D�QXPEHU�RI� DZNZDUG� TXHVWLRQV� IRU�SDUWLFLSDWRU\

GHYHORSPHQW��7KH�YHU\�SURMHFWV�WKDW�DSSHDU�VR�DSSDUHQWO\�WUDQVIRUPDWLYH�LQ�WHUPV�RI�¶ORFDO�SHRSOH·�H[HUFLVLQJ

YRLFH�� FKRLFH�� PDQDJLQJ� DQG� VROYLQJ� SUREOHPV� IRU� WKHPVHOYHV�� FDQ� WXUQ� RXW� RQ� FORVHU� LQVSHFWLRQ� WR� EH

VXSSRUWLYH�RI�D�VWDWXV�TXR�WKDW�LV�KLJKO\�LQHTXLWDEOH�IRU�ZRPHQ��0DJXLUH��������,Q�WKLV�VHFWLRQ��,�WDNH�D�FORVHU

ORRN� DW� WZR� NLQGV� RI� SDUWLFLSDWRU\� GHYHORSPHQW� SURMHFWV�� 7KH� ILUVW�� D� FODVVLF� PDLQVWUHDP� ¶SDUWLFLSDWRU\·

LQLWLDWLYH��LOOXVWUDWHV�WKH�NLQGV�RI�EDUULHUV�WR�SDUWLFLSDWLRQ�IDFHG�E\�ZRPHQ��7KH�VHFRQG��D�SURMHFW�WKDW�VRXJKW

WR� DGGUHVV� ZRPHQ·V� H[FOXVLRQ�� KLJKOLJKWV� VRPH� RI� WKH� XQHDV\� GLOHPPDV� WKDW� DULVH� IRU� JHQGHU�VHQVLWLYH

SDUWLFLSDWRU\�SUDFWLFH�

����(QJDJLQJ�SDUWLFLSDWLRQ� �H[FOXGLQJ�ZRPHQ

%LQD�$JDUZDO·V� �������DQDO\VLV�RI�WKH�YLUWXDO�H[FOXVLRQ�RI�ZRPHQ�IURP� WKH�QHZ� LQVWLWXWLRQV�RI� FRPPXQLW\

UHVRXUFH�PDQDJHPHQW�LQ�,QGLD��IRUPHG�DV�SDUW�RI�WKH�-RLQW�)RUHVW�0DQDJHPHQW��-)0��SURJUDPPH��KDV�ZLGHU

VDOLHQFH�IRU�GHEDWHV�DERXW�JHQGHU�LQ�SDUWLFLSDWRU\�GHYHORSPHQW��-)0�HPHUJHG�LQ�WKH�����V�DV�D�UDGLFDO�QHZ

DSSURDFK�WR�WDFNOLQJ�IRUHVW�SURWHFWLRQ��6DULQ�������3RIIHQEHUJHU�DQG�0F*HDQ�������-RVKL��������EDVHG�RQ

WKH�SULQFLSOH�RI�SDUWQHUVKLS�EHWZHHQ�IRUHVW�GHSDUWPHQWV�DQG�FRPPXQLW\� LQVWLWXWLRQV�� WKURXJK�ZKLFK�IRUHVW

PDQDJHPHQW�LV�GHFHQWUDOLVHG��7KURXJK�SDUWLFLSDWLRQ�LQ�PDQDJHPHQW�FRPPLWWHHV��FRPPXQLW\�PHPEHUV�JDLQ

DFFHVV�WR�IRUHVW�EHQHILWV��7KH�FHOHEUDWHG�¶SDUWLFLSDWLRQ�VXFFHVV�VWRU\·�RI�-)0�HPHUJHV��LQ�$JDUZDO·V�DQDO\VLV�

DV�¶JHQGHU�H[FOXVLRQDU\�DQG�KLJKO\�LQHTXLWDEOH·��������������

'HVSLWH� WKHLU� DSSDUHQW� VXFFHVV�� $JDUZDO� FKDUJHV� WKDW� WKHVH� SURJUDPPHV� IDLO� WR� HQVXUH� ZRPHQ·V

SDUWLFLSDWLRQ� LQ� PDQDJHPHQW� DQG� HTXLW\� LQ� EHQHILW� VKDULQJ�� 0HPEHUVKLS� RI� FRPPLWWHHV�� UDWKHU� WKDQ

FLWL]HQVKLS��KDV�FRPH�WR�GHWHUPLQH�XVXIUXFW�ULJKWV��PHPEHUVKLS� LV�H[WHQGHG� WR�RQH�SHUVRQ�SHU�KRXVHKROG�

ZLWK� WKH� DVVXPSWLRQ� RI� HTXLWDEOH� LQWUD�KRXVHKROG� GLVWULEXWLRQ� RI� EHQHILWV��:RPHQ� DUH� UDUHO\�PHPEHUV� RI

-)0�FRPPLWWHHV�DQG�UDUHO\�DWWHQG�PHHWLQJV��HYHQ�ZKHQ�QRPLQDOO\�SDUW�RI�WKHVH�FRPPLWWHHV��8QDEOH�WR�H[HUW

DQ� LQIOXHQFH� RYHU� WKH� UXOHV� IRU� IRUHVW� SURWHFWLRQ�� $JDUZDO� UHSRUWV� WKDW� ZRPHQ� KDYH� EHHQ� EDQQHG� IURP

HQWHULQJ� WKH� SURWHFWHG� DUHDV� ZKHUH� WKH\� IRUPHUO\� FROOHFWHG� IXHOZRRG�� 6KH� FLWHV� DQ� H[DPSOH� IURP�*XMDUDW

ZKHUH�ZRPHQ��FRPPHQWLQJ�RQ�DQ�DZDUG�IRU�HQYLURQPHQWDO�FRQVHUYDWLRQ�JLYHQ�WR�WKHLU�YLOODJH��VDLG�� ¶:KDW

IRUHVW"�«�6LQFH�WKH�PHQ�KDYH�VWDUWHG�SURWHFWLQJ� LW� WKH\�GRQ·W�HYHQ�DOORZ�XV�WR� ORRN�DW� LW�·� �6KDK�DQG�.DXO

6KDK� ������ FLWHG� LQ� $JDUZDO� ������ ������� 6DULQ� DQG� 6$$57+,� VXJJHVW� WKDW� WKH� VKLIW� WR� ¶FRPPXQLW\·

SURWHFWLRQ�KDV�KDG�IXUWKHU�UHSHUFXVVLRQV��¶GXH�WR�WKH�SROLFLQJ�UROH�VKLIWLQJ�IURP�)RUHVW�'HSDUWPHQW�VWDII�WR

KRXVHKROG�PHQ��FXOWXUDO�WDERRV�SUHYHQW�ZRPHQ�IURP�HYHQ�YRLFLQJ�WKHLU�SUREOHPV·������������

$JDUZDO�GUDZV�DWWHQWLRQ�WR�E\�QRZ�IDPLOLDU�FRQVWUDLQWV� WR�ZRPHQ·V�SDUWLFLSDWLRQ�� ,Q� WKH�-)0�FRQWH[W

WKHVH� LQFOXGHG�� ORJLVWLFDO� FRQVWUDLQWV� UHODWLQJ� WR�ZRPHQ·V� WLPH� XVH��PDOH� ELDV� RQ� WKH� SDUW� RI�PDOH� IRUHVWU\

RIILFLDOV� DQG�ZRUNHUV�� VRFLDO� FRQVWUDLQWV� UDQJLQJ� IURP� VHFOXVLRQ� WR� QRUPV� DERXW� ZRPHQ·V� FDSDELOLWLHV� DQG

UROHV��WKH�DEVHQFH�RI�D�¶FULWLFDO�PDVV·�RI�ZRPHQ��ZKLFK�LPSLQJHV�RQ�ZRPHQ·V�YRLFH�LQ�SXEOLF�DUHQDV��ODFN�RI

H[SHULHQFH�LQ�SXEOLF�VSHDNLQJ�DQG�D�ODFN�RI�UHFRJQLVHG�DXWKRULW\���������������6KH�FLWHV�D�IHPDOH�PHPEHU�RI�D

IRUHVW�PHPEHUVKLS�JURXS��¶,�ZHQW�WR�WKUHH�RU�IRXU�PHHWLQJV�«�1R�RQH�HYHU�OLVWHQHG�WR�P\�VXJJHVWLRQV��7KH\
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ZHUH�XQLQWHUHVWHG·��%ULWW�������FLWHG�LQ�$JDUZDO��������������$V�6DULQ�DQG�6$$57+,��������FRQWHQG��-)0�LV

EDVHG�RQ�GHHSO\�SUREOHPDWLF�RIILFLDO�DVVXPSWLRQV�DERXW�KRZ�YLOODJH�RUJDQLVDWLRQV�ZRUN��7KLV�FRQILUPV� WKH

SRLQW�PDGH�E\�/LQG��ZKR�GUDZV�DWWHQWLRQ�WR�WKH�UHSOLFDWLRQ�RI�JHQGHU� LQHTXDOLWLHV� LQ�FRPPXQLW\�VWUXFWXUHV

WKDW� DUH� XVHG� RU� FUHDWHG� WR� VHUYLFH� GHYHORSPHQW� SURMHFWV�� QRWLQJ� WKDW�� ¶LQFUHDVHV� LQ� ORFDO� SRZHU�PD\� QRW

DXWRPDWLFDOO\� WUDQVODWH� LQWR�SRZHU� IRU�ZRPHQ·� ������� �������7KH� -)0�H[DPSOH� ¶KLJKOLJKWV� WKH�SUREOHP�RI

WUHDWLQJ�´FRPPXQLWLHVµ�DV�XQJHQGHUHG�XQLWV�DQG�´FRPPXQLW\�SDUWLFLSDWLRQµ�DV�DQ�XQDPELJXRXV�VWHS�WRZDUG

HQKDQFHG�HTXDOLW\·��$JDUZDO�������������

:KDW� VROXWLRQV�GRHV�$JDUZDO� VXJJHVW"�3UDFWLFDO� DGMXVWPHQWV� WR�PHHWLQJ� WLPHV� DQG�PHPEHUVKLS� UXOHV

ZRXOG�� VKH�DUJXHV��EH�DGGUHVVHG�HDVLO\� HQRXJK�ZLWK�JHQGHU�DZDUH�SODQQLQJ��7KLV� VWUDWHJ\� LV� VLPLODU� WR� WKDW

HPSOR\HG�E\�JHQGHU�DZDUH�35$�IDFLOLWDWRUV� WR� LQYROYH�PRUH�ZRPHQ� LQ�DFWLYLWLHV� �VHH�*XLMW�DQG�.DXO�6KDK

�������7KH�DUJXPHQW�WKDW�D�¶FULWLFDO�PDVV·�RI�ZRPHQ�HQDEOHV�VRPH�ZRPHQ�WR�JDLQ�WKH�FRQILGHQFH�WR�VSHDN

RXW�LV�IDPLOLDU�IURP�GHEDWHV�RQ�JHQGHU�DQG�SROLWLFDO�SDUWLFLSDWLRQ��JHWWLQJ�PRUH�ZRPHQ�LQWR�WKH�VWUXFWXUHV�RI

JRYHUQDQFH�FDQ�FUHDWH�PRUH�VSDFH�IRU�ZRPHQ·V�FRQFHUQV��*RHW]��������<HW��DV�3KLOOLSV���������*RHW]�������

DQG� RWKHUV� KDYH� PDGH� FOHDU�� WKH� SUHVXPSWLRQ� WKDW� ZRPHQ� ZLOO� QHFHVVDULO\� UHSUHVHQW� ZRPHQ·V� ¶JHQGHU

LQWHUHVWV·�LV�PRUH�FRPSOH[�WKDQ�LV�RIWHQ�UHFRJQLVHG�WR�EH�WKH�FDVH�

7KH� UHSUHVHQWDWLRQ�RI�ZRPHQ�DV�ZRPHQ�SRWHQWLDOO\� IRXQGHUV�RQ�ERWK� WKH�GLIILFXOWLHV�RI�GHILQLQJ� WKH

VKDUHG�LQWHUHVWV�RI�ZRPHQ�DQG�WKH�GLIILFXOWLHV�RI�HVWDEOLVKLQJ�PHFKDQLVPV�WKURXJK�ZKLFK�WKHVH�LQWHUHVWV

DUH�YRLFHG��3KLOOLSV�����������

2Q�LVVXHV�WKDW�GR�DIIHFW�ZRPHQ�LQ�JHQHUDO��VXFK�DV���WR�WDNH�DQ�H[DPSOH�IURP�WKH�-)0�FRQWH[W���DFFHVV�WR

IXHOZRRG��LW�LV�LPSRUWDQW�WKDW�ZRPHQ�TXD�ZRPHQ�DUH�JLYHQ�VSDFH�WR�DUWLFXODWH�WKHLU�FRQFHUQV��<HW�DV�$JDUZDO

QRWHV�� VLPSO\� LQFOXGLQJ�ZRPHQ�ZLOO� QRW� LQ� LWVHOI� HQDEOH� WKHP� WR� H[HUFLVH� WKHLU� DJHQF\� LQ� GHFLVLRQ�PDNLQJ

DUHQDV��,QVWHDG�VWUDWHJLHV�DUH�QHHGHG�WR�LQFUHDVH�ZRPHQ·V�FRQILGHQFH�DQG�DZDUHQHVV�RI�WKHLU�ULJKWV��LQ�RUGHU

IRU� WKHP� WR� EH�PRUH� DVVHUWLYH� LQ� MRLQLQJ� VXFK� FRPPLWWHHV� DQG� WR� VSHDN� RXW�� )RU� WKLV�� VKH� VXJJHVWV�� WKH

SUHVHQFH�RI�D�JHQGHU�SURJUHVVLYH�1*2��HVSHFLDOO\�D�ZRPHQ·V�RUJDQLVDWLRQ��LV�D�PDMRU�IDFWRU��PHPEHUVKLS�RI

VXFK�RUJDQLVDWLRQV�� VKH�DUJXHV��PDNHV�ZRPHQ�PRUH�VHOI�FRQILGHQW� DQG�DVVHUWLYH�� DQG�PRUH�YRFDO� LQ�PL[HG

JDWKHULQJV��$V�6DULQ·V��������������ZRUN�RQ�-)0�VKRZV��WKH�HQJDJHPHQW�RI�JHQGHU�SURJUHVVLYH� LQVWLWXWLRQV

FDQ�HQDEOH�ZRPHQ�WR�WDNH�XS�WKDW�VSDFH�WR�HIIHFWLYHO\�FKDOOHQJH�WKHLU�H[FOXVLRQ��%XW��DV�3KLOOLSV�PDNHV�FOHDU�

FDXWLRQ�PD\�EH�QHHGHG� LQ�PRYLQJ�EH\RQG�SDUWLFXODU�FRQFHUQV�WKDW�DUH�FOHDUO\�VKDUHG�� WR� LGHQWLI\LQJ�IHPDOH

UHSUHVHQWDWLRQ�ZLWK�HQKDQFLQJ�WKH�SRVLWLRQ�RI�ZRPHQ�LQ�JHQHUDO�

$� QXPEHU� RI� GDQJHURXV� HVVHQWLDOLVPV� OXUN� EHKLQG� ZHOO�LQWHQWLRQHG� HIIRUWV� WR� LQFUHDVH� ZRPHQ·V

SDUWLFLSDWLRQ� DV� ZRPHQ� LQ� GHYHORSPHQW� IRUD� VXFK� DV� XVHUV� FRPPLWWHHV�� 7KHVH� DUH� GDQJHURXV�� UDWKHU� WKDQ

VLPSO\�ZURQJ�KHDGHG��EHFDXVH�WKH\�FDQ�DFW�WR�GHHSHQ�WKH�H[FOXVLRQ�RI�WKH�PRUH�PDUJLQDOLVHG�ZKLOH�SURYLGLQJ

D�UHDVVXULQJ� LPDJH�RI�KDYLQJ� WDNHQ�PHDVXUHV�WR�DGGUHVV�JHQGHU�HTXDOLW\��6LPSO\� LQFUHDVLQJ�WKH�QXPEHUV�RI

ZRPHQ� LQYROYHG�PD\�VHUYH� LQVWUXPHQWDO�JRDOV��EXW�ZLOO�QRW�QHFHVVDULO\� LQ� LWVHOI� DGGUHVV�PRUH� IXQGDPHQWDO

LVVXHV�RI�SRZHU��3HUYDVLYH�HVVHQWLDOLVPV�LQ�*$'�FKDUDFWHULVH�ZRPHQ�DV�FRPPXQLW\�RULHQWHG�FDUHUV�DQG�PHQ

DV�LUUHVSRQVLEOH�LQGLYLGXDOLVWV��%XW�WKHUH�LV�QR�UHDVRQ�WR�VXSSRVH�WKDW�ZRPHQ��E\�YLUWXH�RI�WKHLU�VH[��DUH�JRLQJ

WR�EH� DQ\�PRUH�RSHQ� WR� VKDULQJ�SRZHU� DQG� FRQWURO� WKDQ�PHQ��$V� LV� HYLGHQW� IURP� DOPRVW� WZR�GHFDGHV� RI
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IHPLQLVW� GHEDWH� �VHH�� IRU� H[DPSOH��0RUDJD� DQG� $Q]DOGXD� ������ 0RKDQW\� ������ 0RRUH� ������� WKRVH� ZKR

UHSUHVHQW�¶ZRPHQ·V�FRQFHUQV·�PD\�UHLQIRUFH�WKH�H[FOXVLRQDU\�HIIHFWV�RI�RWKHU�GLPHQVLRQV�RI�GLIIHUHQFH�

,QVWDOOLQJ� ZRPHQ� RQ� FRPPLWWHHV� DV� D� OHJLWLPDWLQJ� GHYLFH� PD\� PHUHO\� VKRUH� XS� DQG� SHUSHWXDWH

LQHTXLWDEOH�¶JHQGHU�UHODWLRQV·�EHWZHHQ�ZRPHQ��$W�WKH�FRPPXQLW\�OHYHO��WKH�P\WK�RI�IHPDOH�VROLGDULW\�FDQ�RIWHQ

ZHDU�WKLQ��)HPDOH�SDUWLFLSDQWV�LQ�SDUWLFLSDWRU\�GHYHORSPHQW�SURMHFW�FRPPLWWHHV�PD\�QRW�LGHQWLI\�WKHPVHOYHV

SULPDULO\�� RU� HYHQ� DW� DOO�� ZLWK� RWKHU� ZRPHQ�� 7R� DVVXPH� VR� LV� WR� GLVORFDWH� ZRPHQ� IURP� WKHLU� VRFLDO� DQG

DIIHFWLYH� QHWZRUNV� DQG� UHODWLRQVKLSV���� ,W� DOVR�� UDWKHU� LURQLFDOO\�� PDVNV� ZRPHQ·V� DJHQF\� LQ� WKH� SXUVXLW� RI

SURMHFWV�RI�WKHLU�RZQ�WKDW�PD\�EH�EDVHG�RQ�RWKHU�OLQHV�RI�FRQQHFWHGQHVV�DQG�GLIIHUHQFH����(TXDOO\��WKHUH�LV�QR

UHDVRQ�WR�DVVXPH�WKDW� HQDEOLQJ�ZRPHQ�WR�KDYH�PRUH�RI� D�YRLFH� LQ� IRUD� OLNH�GHYHORSPHQW�FRPPLWWHHV�ZLOO

QHFHVVDULO\�PDNH�DQ\�FRQWULEXWLRQ�WR�WUDQVIRUPLQJ�JHQGHU�UHODWLRQV�

+HUHLQ� OLHV�D�PRUH�IXQGDPHQWDO�FKDOOHQJH��:KDW� LI�ZKHQ�ZRPHQ�UDLVH�WKHLU�YRLFHV�� WKH� ¶LQWHUHVWV·� WKH\

DUWLFXODWH�DIILUP�FXOWXUDOO\�ORFDWHG�QRWLRQV�RI�LGHDO�IHPDOHQHVV�WKDW�RXWVLGHUV�PLJKW�MXGJH�RSSUHVVLYH"�:KDW�LI

¶ZRPHQ·V�YRLFHV·�HFKR�WKRVH�WKDW�DUJXH�WKDW�ZRPHQ�DUH�LQFDSDEOH�RI�PDNLQJ�GHFLVLRQV��QHHG�PDOH�JXLGDQFH�

VKRXOG�UHPDLQ�LQ�WKH�KRPH"�$QG�ZKDW�LI�WKH�¶QHHGV·�ZRPHQ�SURIHVV�DUH�FRQQHFWHG�ZLWK�EHLQJ�PRUH�DEOH�WR

IXOILO�WKHLU�GXWLHV�DV�ZLYHV�DQG�PRWKHUV"�7KLV�UDLVHV�D�QXPEHU�RI�DZNZDUG�TXHVWLRQV�WKDW�KLJKOLJKW�D�WHQVLRQ

EHWZHHQ� WKH� HPSKDVLV� LQ� SDUWLFLSDWRU\� GHYHORSPHQW� RQ� HQDEOLQJ� SHRSOH� WR� HQJDJH� LQ� GHFLVLRQ�PDNLQJ� RQ

WKHLU�RZQ�WHUPV�DQG�WKH�IHPLQLVW�DJHQGD�RI�*$'��DV�WKH�IROORZLQJ�FDVH�UHYHDOV�

����7KH�GLOHPPDV�RI�FKRLFH

0RXQWLQJ� SUHVVXUH� WR� DWWHQG� WR� WKH� QHHGV� RI� ZRPHQ�� HVSHFLDOO\� LQ� GRQRU�IXQGHG� SURMHFWV�� PHDQV� JUHDWHU

DWWHQWLRQ�WR�VWUDWHJLHV�WR� LQFOXGH�ZRPHQ��(IIRUWV�DUH�PDGH�WR�VHFXUH�IHPDOH�UHSUHVHQWDWLRQ�RQ�FRPPLWWHHV�

FRQVXOWDWLRQ�PD\�WDNH�SODFH�ZLWK�VLQJOH�VH[�JURXSV�DV�SDUW�RI�SURMHFW�IRUPXODWLRQ��SURMHFWV�PD\�EH�HYDOXDWHG

DFFRUGLQJ� WR� WKH� H[WHQW� WR� ZKLFK� LGHQWLILHG� ¶ZRPHQ·V� QHHGV·� DUH� PHW��0D\RX[� ������� FRQWHQGV� WKDW� OLWWOH

HPSLULFDO�HYLGHQFH�H[LVWV�RI�FDVHV�ZKHUH�SDUWLFLSDWRU\�SURMHFWV�ZLWKRXW�DQ�H[SOLFLW�¶JHQGHU·�IRFXV�KDYH�DFWXDOO\

HQDEOHG�ZRPHQ�WR�LQIOXHQFH�DQG�VKDUH�FRQWURO��3XWWLQJ�WKLV�KLJK�RQ�WKHLU�DJHQGD�IRU�FKDQJH��2[IDP�VRXJKW

WR�EXLOG� D�JHQGHU� IRFXV� LQWR� WKH� IDEULF�RI� WKHLU�VXSSRUW� WR� WKH�.HENDEL\D�SURMHFW� LQ� 6XGDQ� �6WUDFKDQ�ZLWK

3HWHUV��������7KHLU�HIIRUWV�UHYHDO�D�SDUDGR[�DW�WKH�KHDUW�RI�¶JHQGHU�DZDUH·�SDUWLFLSDWRU\�GHYHORSPHQW�

,QLWLDWHG�DV�DQ�DWWHPSW�WR� LQFUHDVH�IRRG�VHFXULW\� LQ�1RUWK�'DUIXU�� WKH�.HENDEL\D�SURMHFW�PRYHG�IURP

VHWWLQJ� XS� VHHG� EDQNV� WR� EURDGHU� OLYHOLKRRG� LQWHUYHQWLRQV�� 2[IDP� ZDV� FRQFHUQHG� WR� DYRLG� LQFUHDVLQJ

ZRUNORDGV�� DOLHQDWLQJ� ZRPHQ� IURP� WKH� FRPPXQLW\� DQG� FDXVLQJ� D� EDFNODVK� IURP� PHQ� LQ� WKH� QDPH� RI

HPSRZHUPHQW�� %XW� ZRPHQ� WKHPVHOYHV� KDG� OLWWOH� H[SHFWDWLRQ� RI� EHLQJ� LQYROYHG�� DQG� PHQ� PDGH� DOO� WKH

GHFLVLRQV�LQ�WKH�FRPPXQLW\�� ¶DQ\�DFWLYLW\�WKDW�LQFOXGHG�VLPSO\�VLWWLQJ�DURXQG�DQG�WDONLQJ�ZDV�VHHQ�DV�D�WDVN

IRU�PHQ·� ������� �����:RPHQ� KDG� D� KHDYLHU� ZRUNORDG�� ORZHU� OHYHOV� RI� HGXFDWLRQ� DQG� IDFHG� WKH� DGGLWLRQDO

EDUULHU�RI�DFFHVV�WR�WKH�PHHWLQJ�SRLQW�RI�WKH�PDQDJHPHQW�FRPPLWWHH��VRPH�WZR�KRXUV�ZDON�DZD\�

,QLWLDOO\��ZRPHQ·V�LQYROYHPHQW�LQ�WKH�SURMHFW�ZDV�OLPLWHG�WR�KHOSLQJ�WR�EXLOG�VHHG�EDQNV��FRQVLVWHQW�ZLWK

RWKHU� NLQGV� RI�PDQXDO�ZRUN� RIWHQ� FDUULHG� RXW� E\� ZRPHQ�� ,QLWLDO� DWWHPSWV� WR� JHW� ZRPHQ� RQWR� VHHG�EDQN

PDQDJHPHQW�FRPPLWWHHV�ZHUH�XQVXFFHVVIXO��$W�WKLV�SRLQW�WKH�SURMHFW�VKLIWHG��,Q�WKH�SURFHVV�RI�HVWDEOLVKLQJ

YLOODJH�FRPPLWWHHV� DV� D�PHDQV�RI�KDQGLQJ� WKH�SURMHFW�RYHU� WR�FRPPXQLW\�PDQDJHPHQW�� VWUDWHJLF�GHFLVLRQV



��

QHHGHG� WR� EH�PDGH��$PLGVW� DUJXPHQWV� IRU� DQG� DJDLQVW� VHSDUDWH� FRPPLWWHHV�� LQ� DOPRVW� DOO� YLOODJHV�ZRPHQ

GHFLGHG�RQ�VHSDUDWH�FRPPLWWHHV��:RPHQ�EHJDQ�WR�JDLQ�FRQILGHQFH�DQG�D�VHQVH�RI�WKHLU�FROOHFWLYH�YRLFH�E\

DQDO\VLQJ� WKHLU� SUREOHPV� WRJHWKHU�� 7KH\� UHDOLVHG� WKDW� WKH\� QHHGHG� WR� EH� KHDUG� E\� WKH� PHQ� IRU� WKLQJV� WR

FKDQJH�� DQG�ZDQWHG� WR�PRYH� WRZDUGV� MRLQW� FRPPLWWHHV��2[IDP�ZRUNHG� WR� SHUVXDGH�PHQ� RI� WKH� YDOXH� RI

ZRPHQ·V�LQYROYHPHQW�LQ�WKH�SURMHFW��DQG�HYHQWXDOO\�PRVW�FRPPLWWHHV�PHUJHG�6WUDFKDQ�ZLWK�3HWHUV�������

7KH�SURMHFW�UHFUXLWHG�WZR�IHPDOH�ZRPHQ·V�FRRUGLQDWRUV�WR�KHOS�LQFUHDVH�WKH�SDUWLFLSDWLRQ�RI�ZRPHQ�DQG

WR� UHSUHVHQW�ZRPHQ·V� FRQFHUQV�RQ� WKH�SURMHFW�PDQDJHPHQW�FRPPLWWHH��9LOODJH�ZRPHQ�DVNHG�IRU�SUDFWLFDO

KHOS�ZLWK� WKLQJV� OLNH�KDQGLFUDIWV�� IRRG�SURFHVVLQJ� DQG�SRXOWU\� UDLVLQJ��7KH�ZRPHQ·V� FRRUGLQDWRUV� WKRXJKW

WKHVH�SURMHFWV�VKRXOG�EH�VXSSRUWHG�²�WKLV��DIWHU�DOO��ZDV�ZKDW�ZRPHQ�ZDQWHG��2[IDP�ZRUULHG�WKDW�VXSSRUWLQJ

WUDGLWLRQDO�JHQGHU�UROHV�ZRXOG�UHLQIRUFH�ZRPHQ·V�LQHTXDOLW\��7KLV�UDLVHG�D�WKRUQ\�GLOHPPD�

���� GHVSLWH� 2[IDP·V� EHOLHI� WKDW� SDUWLFLSDWLRQ� LQ� GHFLVLRQ�PDNLQJ� LV� YLWDO� IRU� GHYHORSPHQW�� ZKHQ� ORFDO

ZRPHQ�VWDWHG�WKHLU�QHHGV�IRU�VXSSRUW�IRU�WKHLU�RZQ�LQFRPH�JHQHUDWLQJ�DFWLYLWLHV��2[IDP·V�UHVSRQVH�ZDV

QRW� HQWLUHO\� SRVLWLYH�� EHFDXVH� LW� ZDV� IHOW� WKDW� VXFK� DFWLYLWLHV� ZHUH� XQOLNHO\� WR� OHDG� WR� JHQXLQH

HPSRZHUPHQW�DQG�GHYHORSPHQW�IRU�WKH�ZRPHQ��6WUDFKDQ�ZLWK�3HWHUV�����������

,QVWHDG��WKH�3URMHFW�&R�RUGLQDWRU�VHFXUHG�D�VSHFLDO�IXQG�WR�VXSSRUW�WKRVH�ZRPHQ·V�SURMHFWV�KH�UHJDUGHG�DV�LQ

OLQH�ZLWK�SURMHFW�DLPV��DV�D�PHDQV�WR�VHFXULQJ�ZRPHQ·V�LQYROYHPHQW�LQ�WKH�PDLQ�SURMHFW��2QH�RI�WKH�ZRPHQ·V

FR�RUGLQDWRUV�UHIOHFWHG�

,� QRZ� WKLQN� WKDW� LI� ZH� KDG� LPSOHPHQWHG� WKH� VHSDUDWH�ZRPHQ·V� LQFRPH�JHQHUDWLQJ� DFWLYLWLHV� HDUOLHU� LW

ZRXOG�KDYH� OHG� WKH�ZRPHQ�WR�EHOLHYH� WKDW�KDQGLFUDIWV�SURMHFWV� DQG� WKH� OLNH�ZHUH� DOO� WKDW�2[IDP�ZDV

SUHSDUHG�WR�RIIHU�WKHP��%XW�E\�WKLV�VWDJH�ZRPHQ�KDG�EHHQ�VXIILFLHQWO\�HPSRZHUHG�E\� LQYROYHPHQW� LQ

WKH�PDLQ�SURMHFW� WR�VWDUW�XVLQJ� WKH�YRLFH� WKH\�KDG�JDLQHG�WR�PDNH�DGGLWLRQDO�GHPDQGV� UHJDUGLQJ� WKHLU

RWKHU�QHHGV��6WUDFKDQ�ZLWK�3HWHUV�����������

:RUNLQJ� ZLWK� ZRPHQ·V� JURXSV� VHSDUDWHO\�� WKHQ� VHHNLQJ� WR� LQWHJUDWH� WKHP� ZLWK� WKH� ¶PDLQ�·� PDOH�UXQ�

FRPPLWWHHV�FDQ�DGGUHVV�ERWK�WKH�LVVXHV�RI�¶FULWLFDO�PDVV·�DQG�WKH�FRQILGHQFH�WR�VSHDN�RXW�UDLVHG�E\�$JDUZDO

��������,PSRUWDQWO\��WKH�.HENDEL\D�FDVH�UDLVHV�D�QXPEHU�RI�RWKHU�FULWLFDO�TXHVWLRQV�

7KH�YLOODJH�ZRPHQ� LQ�.HENDEL\D�ZHUH�TXLWH� H[SOLFLW� DERXW�ZKDW� WKH\�ZDQWHG��7KH\�PD\�KDYH� ORRNHG

DURXQG�DW�ZKDW�RWKHU�GHYHORSPHQW�SURMHFWV�GLG�IRU�ZRPHQ�DQG�IUDPHG�WKHLU�¶QHHGV·�LQ�ZD\V�WKDW�ZRXOG�FXUU\

IDYRXU�ZLWK� WKH�1*2��7KH\�PD\� KDYH� FRQWHPSODWHG� WKH� RSSRUWXQLW\� FRVW� RI� LQYROYHPHQW� LQ� FRPPLWWHHV

ZKHUH�WKHLU�RSLQLRQV�ZHUH�QRW�OLNHO\�WR�EH�OLVWHQHG�WR��2U�WKH\�PD\�KDYH�ZRQGHUHG�ZKHWKHU�LW�ZDV�ZRUWK�WKHLU

ZKLOH�JHWWLQJ�LQYROYHG�LQ�WKLV�SURMHFW�ZKHQ�WKH\�KDG�PRUH�SUHVVLQJ�WKLQJV�WR�GR��,W�LV��RI�FRXUVH��LPSRVVLEOH

WR�WHOO��:KDW�LV�VLJQLILFDQW�LV�WKDW�WKH�1*2�KHVLWDWHG�DERXW�OHWWLQJ�WKHP�JHW�RQ�ZLWK�ZKDW�WKH\�ZDQWHG�WR�GR�

'HVSLWH�FRPPLWPHQW�WR�SDUWLFLSDWRU\�GHFLVLRQ�PDNLQJ��WKRVH�ZLWK�WKH�SRZHU�WR�DOORFDWH�UHVRXUFHV�ZLWKKHOG

VXSSRUW��DQG�WKHQ�JDYH�LW�SLHFHPHDO�ZLWK�RWKHU�REMHFWLYHV�LQ�PLQG��7KH\�GLG�WKLV�EHFDXVH�WKH\�EHOLHYHG�WKDW�LW

ZRXOG�EH� LQ�ZRPHQ·V� LQWHUHVWV��HYHQ�LI�WKH�ZRPHQ�WKHPVHOYHV�GLG�QRW�VHH� LW� WKLV�ZD\�� WR�SDUWLFLSDWH� LQ� WKH

PDLQ�SURMHFW�
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$V� 2[IDP� IRXQG� LQ� WKH� .HENDEL\D� FDVH�� LW� LV� KDUG� WR� NQRZ� ZKHUH� WR� GUDZ� WKH� OLQH� EHWZHHQ� ZKDW

XOWLPDWHO\� ERLOV� GRZQ� WR� D� UDWKHU� ¶WRS�GRZQ·� LQVLVWHQFH� RQ� ZRPHQ·V� LQYROYHPHQW� LQ� SURMHFW�PDQDJHPHQW

ZKHQ� GHDOLQJ� ZLWK� WKH� ¶ERWWRP�XS·� SHUFHSWLRQ� RI� ZRPHQ� WKHPVHOYHV� WKDW� WKLV� ZRXOG� EH� XQVHHPO\� DQG

LUUHOHYDQW�� 7KLV� LQVWDQFH� HQFDSVXODWHV� D� FHQWUDO� WHQVLRQ� EHWZHHQ� *$'� DQG� SDUWLFLSDWRU\� GHYHORSPHQW�

LQYRNLQJ�D�IDPLOLDU�GHEDWH� LQ�IHPLQLVW�FLUFOHV�RYHU� ¶REMHFWLYH·�DQG� ¶VXEMHFWLYH·� LQWHUHVWV� �VHH�0RO\QHX[������

-RQDVGRWWLU� ������� RQH� WKDW� UHPDLQV� ODUJHO\� XQUHVROYHG�13� ,I�ZRPHQ� FKRRVH� QRW� WR� SDUWLFLSDWH� LQ�PDLQVWUHDP

SURMHFWV��SUHIHUULQJ�LQWHUYHQWLRQV�WKDW�ZRXOG�VHHP�WR�UHLQIRUFH�ZKDW�RXWVLGHUV�UHJDUG�DV�WKHLU�VXERUGLQDWLRQ�

ZKDW�GRHV�WKH�JHQGHU�DZDUH�SDUWLFLSDWRU\�GHYHORSPHQW�SUDFWLWLRQHU�GR"

)LHUOEHFN·V��������DQDO\VLV�RI�WKH�FRQFHSW�RI�¶FRQVHQW·�DV�XVHG�LQ�OLEHUDO�WKHRU\�DGGUHVVHV�SUHFLVHO\�WKLV

NLQG�RI�GLOHPPD��&KRLFHV�VXFK�DV�WKHVH�FDQQRW�EH�VLPSO\�DUJXHG�DZD\�ZLWK�UHIHUHQFH�WR�¶IDOVH�FRQVFLRXVQHVV�·

1RU� FDQ� DQ� DUJXPHQW� WKDW� IRFXVHV� RQ� WKH� UHVWULFWHG� FRQWH[WV� RI� FKRLFH�ZLWKLQ�ZKLFK�ZRPHQ� GHILQH� WKHLU

LQWHUHVWV� EH� HIIHFWLYHO\� VXVWDLQHG�� IRU� LW� EUHDNV�GRZQ�RQFH�ZRPHQ·V� FKRLFHV� LQ� OHVV� UHVWULFWHG� FRQWH[WV� DUH

H[DPLQHG�PRUH�FORVHO\��%XW�KHU�FRQFOXVLRQ�IDLOV�WR�RIIHU�VXFFRXU��¶ZH�PXVW�EH�ZLOOLQJ�WR�SUREH�DQG�WR�TXHU\

WKH�FKRLFHV�DQG�GHFLVLRQV�RI�´DXWRQRPRXVµ�DJHQWV�·�IRU�FRQVHQW�LV� ¶LQ�LWVHOI�QRW�RQO\�D�PRUDO�FRQVWUXFW�EXW�

PRUH� WDQJLEO\�� D� SRWHQWO\� SROLWLFDO� GHYLFH� IRU� HQVXULQJ� REHGLHQFH·� ������� ����� 7KLV� UDWKHU� EHJV� WKH� YHU\

TXHVWLRQV�RI�DJHQF\�WKDW�VKH�VHHNV�WR�DQVZHU�

$V�6FRWW��������DQG�RWKHUV�KDYH�DUJXHG��RYHUW�FRPSOLDQFH�PD\�EH�D�VWUDWHJLF�RSWLRQ�WKDW�HQDEOHV�WKRVH

LQ�SRVLWLRQV�RI�XQHTXDO�SRZHU�UHODWLRQV�WR�JDLQ�VSDFH��WKH�¶KLGGHQ�WUDQVFULSWV·��6FRWW�������RI�WKRVH�6XGDQHVH

ZRPHQ�PLJKW�SURYLGH�D�GLIIHUHQW�SHUVSHFWLYH��,W�PLJKW�ZHOO�EH�WKH�FDVH�WKDW�WKH�ZRPHQ�FRPSOLHG�ZLWK�WKH

ZD\V�WKH�GHYHORSPHQW�SURMHFW�FRQVWUXFWHG�WKHLU�LQWHUHVWV�DV�¶ZRPHQ·�WR�VHFXUH�JRDOV�WKDW�UHPDLQHG�FRQVRQDQW

ZLWK� WKHLU�RZQ�SURMHFWV�� ,W�PLJKW�EH� WKDW� FRPSO\LQJ�ZLWK� QRUPDWLYH� LGHDOV� LQ� SXUVXLQJ� ¶ZRPHQ·V�SURMHFWV·

JDYH�WKHP�URRP�IRU�PDQRHXYUH�ZKLOVW�PDLQWDLQLQJ� LPSRUWDQW�UHODWLRQVKLSV�ZLWK�PHQ��VHH�$UFH� HW�DO�������

9LOODUUHDO��������,Q�DQ\�FDVH

����ZRPHQ·V� DWWDFKPHQW� WR� DQG� VWDNH� LQ� FHUWDLQ� IRUPV�RI� SDWULDUFKDO� DUUDQJHPHQWV�PD\� GHULYH�QHLWKHU

IURP�IDOVH�FRQVFLRXVQHVV��QRU�IURP�FRQVFLRXV�FROOXVLRQ�EXW�IURP�DQ�DFWXDO�VWDNH�LQ�FHUWDLQ�SRVLWLRQV�RI

SRZHU�DYDLODEOH�WR�WKHP��.DQGL\RWL������������

7KH�DPELJXLWLHV�KHUH�YLYLGO\�LOOXVWUDWH�WKH�YHU\�UHDO�WHQVLRQ�EHWZHHQ�LQWHUYHQLQJ�RQ�WKH�EHKDOI�RI�RWKHUV�DQG

HQDEOLQJ�¶EHQHILFLDULHV·�WR�GHVLJQ�WKHLU�RZQ�LQWHUYHQWLRQV��6HHPLQJO\�EHQLJQ�LQWHUYHQWLRQV�PD\�XQGHUPLQH�WKH

VWUDWHJLHV�RI�WKRVH�IRU�ZKRP�¶DFWXDO�VWDNHV·�LQ�FXUUHQW�DUUDQJHPHQWV�PD\�LQYROYH�PRUH�WKDQ�LQLWLDOO\�PHHWV�WKH

RXWVLGHUV·� H\H�� ,QYLWLQJ� ¶WKH� FRPPXQLW\·� WR� GHVLJQ� WKHLU� RZQ� LQWHUYHQWLRQV� UXQV� WKH� ULVN�� KRZHYHU�� RI

UHLQIRUFLQJ� RWKHU� NLQGV� RI� VWDNHV�� WKRVH� WKDW�PDLQWDLQ� WKH� VWDWXV� TXR��1RZKHUH� DUH� WKHVH� GLOHPPDV�PRUH

DSSDUHQW� WKDQ� LQ� FRQWH[WV� ZKHUH� 35$� LV� XVHG� WR� HQDEOH� ¶WKH� FRPPXQLW\·� WR� HQJDJH�PRUH� GLUHFWO\� LQ� WKH

GHYHORSPHQW�SURFHVV��,W�LV�WR�WKLV��DQG�WKH�LPSOLFDWLRQV�IRU�ZKDW�NLQGV�RI�GHYHORSPHQW�SURMHFWV�HPHUJH��WKDW

,�QRZ�WXUQ�
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6KLIWV�WRZDUGV�PRUH�SDUWLFLSDWRU\�DQG�DGDSWLYH�SODQQLQJ�SURFHVVHV�IRU�GHYHORSPHQW�SURMHFWV�DUH�LQFUHDVLQJO\

HYLGHQW�� ,W� LV� QRZ�FRPPRQ� WR� ILQG� WKH� UKHWRULF� RI� ¶SDUWLFLSDWLRQ·� LQ� WKH� ODQJXDJH� RI� SURMHFW� DSSUDLVDO� DQG

SODQQLQJ��$OO�WRR�RIWHQ�GRQRU�GHPDQG�IRU�¶GRLQJ�D�35$·�UHPDLQV�XQPDWFKHG�E\�FRPPLWPHQW�WR�SDUWLFLSDWLRQ

LQ� GHFLVLRQ�PDNLQJ� RU� PDQDJHPHQW�� DQG� GHYHORSPHQW� EXVLQHVV� DV� XVXDO� SUHYDLOV�� -XVW� DV� WKH� QRPLQDO

LQFOXVLRQ� RI� ZRPHQ� DSSHDUV� WR� VDWLVI\� ¶JHQGHU·� JRDOV�� VR� WRR� WKH� XVH� RI� SDUWLFLSDWRU\� PHWKRGV� PD\� EH

WRNHQLVWLF�UDWKHU�WKDQ�WUDQVIRUPDWLYH�²�SDUWLFXODUO\�ZKHQ�LW�FRPHV�WR�WKH�ORIW\�LGHDOV�RI�LQFOXVLRQ�WKDW�FRPH�DV

SDUW�RI�WKH�SDFNDJH��1JXQMLUL�������

¶'RLQJ� 35$·� UDQJHV� IURP� HQJDJLQJ� SRWHQWLDO� ¶EHQHILFLDULHV·� LQ� VXEVWDQWLYH� UHIOHFWLRQ�� DQDO\VLV� DQG

VWUDWHJLF� SODQQLQJ�� WR� RQH�RII� SHUIRUPDQFHV� ZKHUH� FRPPXQLWLHV� DUH� ¶35$�HG·� DQG� SURMHFW� GRFXPHQWV

SUHSDUHG�RQ�WKHLU�EHKDOI��'LIIHUHQFHV�EHWZHHQ�WKH�ZD\V�LQ�ZKLFK�35$�LV�XVHG��OLNH�GLIIHUHQFHV�LQ�GHILQLWLRQV

RI�SDUWLFLSDWLRQ��DUH�RI�NLQG�UDWKHU�WKDQ�VLPSO\�RI�GHJUHH��$GYRFDWHV�DV�ZHOO�DV�FULWLFV�KDYH�EHHQ�KLJKO\�FULWLFDO

RI� WKH� XVHV� WR� ZKLFK� 35$�PHWKRGV� DUH� SXW� LQ� WKH� QDPH� RI� ¶SDUWLFLSDWLRQ·� �VHH�� IRU� H[DPSOH�� *XLMW� DQG

&RUQZDOO� ������� 0XFK� GHSHQGV� RQ� WKH� IDFLOLWDWRU·V� RZQ� VNLOOV� DQG� LQFOLQDWLRQV�� DV� ZHOO� DV� RQ� FRPSOH[

LQVWLWXWLRQDO� IDFWRUV� WKDW� FRQGLWLRQ� WKH� SRVVLELOLWLHV� RI� XVLQJ� 35$� LQ� SDUWLFLSDWRU\� SURFHVVHV�14� 7KH� VKHHU

GLYHUVLW\�RI�SUDFWLFH�XQGHUPLQHV�JHQHUDOLVHG�FULWLTXHV�RI�35$�DQG�FDOOV�IRU�D�PRUH�VLWXDWHG�DSSURDFK�WR�35$

LQ�SUDFWLFH�

:ULWLQJV� RQ� 35$� GHVFULEH� DQ� DSSURDFK� WR� GHYHORSPHQW� WKDW� VWUHVVHV� LQFOXVLYHQHVV�� UHVSHFW�� PXWXDO

OHDUQLQJ�� DQG� WKH� LPSRUWDQFH� RI� DFWLYHO\� HQJDJLQJ� SHRSOH� LQ� DQDO\WLFDO� SURFHVVHV� WKDW� FDQ� VWUHQJWKHQ� WKHLU

FDSDFLW\�WR�DFW�IRU�WKHPVHOYHV��&KDPEHUV��������,I�DQ\WKLQJ��LW�PLJKW�EH�H[SHFWHG�WKDW�WKH�SULQFLSOHV�RI�WKH

PHWKRGRORJ\�PDNH� LW� HVSHFLDOO\� DSSURSULDWH� IRU� JHQGHU�ZRUN��<HW� D� IRFXV�RQ�JHQGHU� LV� QRW� LPSOLFLW� LQ� WKH

PHWKRGRORJ\��QRU�LV�LW�RIWHQ�DQ�H[SOLFLW�HOHPHQW�RI�35$�SUDFWLFH��:KHUH�JHQGHU�KDV�EHHQ�SDLG�DWWHQWLRQ��LW�LV

RIWHQ� WKURXJK� D� GHOLEHUDWH� HPSKDVLV� RQ� GLIIHUHQFH� �:HOERXUQ� ������ RU� WKURXJK� WKH� XVH� RI� RWKHU� WRROV

DORQJVLGH�35$��VXFK�DV�JHQGHU�DQDO\VLV��*XLMW�������+XPEOH�������.LQGRQ��������7KH�H[DPSOHV�JLYHQ�EHORZ

VKRZ�WKDW�35$�FDQ�EH�XVHG�LQ�HPSRZHULQJ�SURFHVVHV�WKDW�HQDEOH�SRRU�ZRPHQ�WR�UHDOLVH�WKHLU�DJHQF\��JDLQ�D

YRLFH�� DQG�ZRUN� WRJHWKHU� WR� WUDQVIRUP� WKHLU� VLWXDWLRQV�� <HW� LW� LV� DOVR� DOO� WRR� HDV\� IRU� 35$� WR� EH� XVHG� E\

IDFLOLWDWRUV�ZKR�ODFN�D�FRQFHUQ�ZLWK�SURFHVV��SRZHU�DQG�GLIIHUHQFH��WR�H[DFHUEDWH�H[FOXVLRQ��2QH�RI�WKH�PRUH

REYLRXV�FRQVHTXHQFHV�LV�WKH�VLOHQFLQJ�RI�ZRPHQ·V�YRLFHV�

����0LVVLQJ�ZRPHQ��PDVNLQJ�GLVVHQW

0RVVH·V��������DFFRXQW�RI�WKH�FKDOOHQJHV�IDFHG�LQ�WKH�HDUO\�VWDJHV�RI�SURMHFW�SODQQLQJ�LQ�WKH�.ULEKFR�,QGR�

%ULWLVK�5DLQIHG�)DUPLQJ�3URMHFW��.5,%3��LQ�,QGLD�KDV�JDLQHG�FRQVLGHUDEOH�FXUUHQF\�LQ�GHEDWHV�RQ�JHQGHU�DQG

SDUWLFLSDWLRQ�15�2IWHQ�UHDG�DV�D�JHQHUDOLVHG�FULWLTXH�RI�35$��0RVVH·V�LQVLJKWIXO�SLHFH�LV�UDWKHU�PRUH�VLWXDWHG�

5HGROHQW�ZLWK�WKH�KDOOPDUNV�RI�ZKDW�PDQ\�35$�SUDFWLWLRQHUV�ZRXOG�GLVPLVV�DV�¶EDG�SUDFWLFH�·�LW�LV�DQ�DFFRXQW

RI�D�SDUWLFXODU�SURMHFW·V�DWWHPSWV�WR�FRPH�WR�JULSV�ZLWK�DQ�HQWLUHO\�QHZ�ZD\�RI�ZRUNLQJ�

7KH� SURMHFW� DLPHG� WR� LGHQWLI\� ZRPHQ·V� SHUVSHFWLYHV� RQ� IDUPLQJ� V\VWHPV�� VWUHQJWKHQ� WKHLU� UROHV� LQ

QDWXUDO� UHVRXUFH� PDQDJHPHQW� DQG� ¶RSHQ� QHZ� RSSRUWXQLWLHV� IRU� ZRPHQ·V� LQYROYHPHQW� LQ� KRXVHKROG� DQG
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FRPPXQLW\� GHFLVLRQ� PDNLQJ� DQG� UHVRXUFH� FRQWURO·� �0RVVH� ������ ���� ,QLWLDO� WUDLQLQJ� DQG� IDPLOLDULVDWLRQ

DFWLYLWLHV� LQFOXGHG�FRQGXFWLQJ�ZKDW�0RVVH� WHUPV� ¶35$V·� LQ� YLOODJHV� LQ� WKH�SURMHFW� DUHD�� FRQVLVWLQJ�RI� WKUHH

GD\V� LQ� YLOODJHV� XVLQJ� YLVXDO� WHFKQLTXHV� DQG� LQWHUYLHZV� ZLWK� JURXSV�� EHIRUH� D� SOHQDU\� YLOODJH� PHHWLQJ�16

:RPHQ·V� SDUWLFLSDWLRQ� ZDV� PLQLPDO�� ¶YHU\� IHZ� ZRPHQ� DWWHQGHG� WKHVH� 35$V�� WKHLU� DWWHQGDQFH� ZDV

GLVFRQWLQXRXV�DQG�WKH\�GLG�QRW�SOD\�D�UROH�LQ�WKH�URXQG�XS�DQG�SODQQLQJ�VHVVLRQV�ZLWK�ZKLFK�WKH�35$V�RIWHQ

FRQFOXGHG·����������²����

7KH�ORFDWLRQ�RI�DFWLYLWLHV�LQ�SXEOLF�SODFHV�IURP�ZKLFK�ZRPHQ�ZHUH�HIIHFWLYHO\�H[FOXGHG�PDGH�LW�GLIILFXOW

IRU�ZRPHQ�WR�DWWHQG��OHW�DORQH�SDUWLFLSDWH��$�GHFLVLRQ�PDGH�E\�WKH�SURMHFW�WR�WLPH�WKHVH�RQH�RII�HYHQWV�VR�DV

WR�FDSWXUH�VHDVRQDO�PLJUDQWV�ZKR�PLJKW�RWKHUZLVH�QRW�EH� WKHUH� UHIOHFWHG�D� FRQFHUQ�ZLWK�PD[LPLVLQJ�PDOH

SDUWLFLSDWLRQ�ZLWK�OLWWOH�UHJDUG�IRU�ZRPHQ·V�DYDLODELOLW\�17

7KH� 35$V� WRRN� SODFH� GXULQJ� D� VHDVRQ� ZKHQ� ZRPHQ·V� ZRUN� �HVSHFLDOO\� ZHHGLQJ�� GRHV� QRW� DOORZ

SDUWLFLSDWLRQ�«�35$V�DVVXPHG� WKDW�ZRPHQ�ZRXOG�EH�DYDLODEOH� FROOHFWLYHO\� DW� FHQWUDO� ORFDWLRQV� �DZD\

IURP� WKH�ZRUNVLWHV� RI�KRPH� DQG� ILHOG�� IRU� FRQWLQXRXV� SHULRGV� RI� WLPH«� WKHVH� UHTXLUHPHQWV«�ZHUH

LQFRPSDWLEOH�ZLWK�WKH�VWUXFWXUH�RI�ZRPHQ·V�ZRUN�UROHV��0RVVH�����������

,W�LV�XQFOHDU�IURP�0RVVH·V�DFFRXQW�ZKHWKHU�DQ\�WKRXJKW�ZDV�JLYHQ�DW�WKH�WLPH�WR�KRZ�WR�LQFOXGH�ZRPHQ��RU

RWKHU�PRUH�PDUJLQDO�DFWRUV��,W�DSSHDUV�QRW�

$V�SXEOLF�HYHQWV��0RVVH�DUJXHV��WKHVH� ¶35$V·�GLG�QRW�SHUPLW�VXIILFLHQW�DUWLFXODWLRQ�RI�GLVVHQW�WR�DOORZ

PDUJLQDO�ZRPHQ�D�YRLFH��%\�FUHDWLQJ�ZKDW�HIIHFWLYHO\�DPRXQWHG�WR�SXEOLF�SHUIRUPDQFHV��WKH�WHDP�IDLOHG�WR

UHFRJQLVH�WKH�H[WHQW�WR�ZKLFK�WKH�SRZHUIXO�PLJKW�WDNH�FRQWURO�RI�WKH�SXEOLF�DUHQD��DQG�WKH�LPSOLFDWLRQV�IRU

WKH�LQFOXVLRQ�RI�RWKHU�YRLFHV��6HW�LQ�¶D�FRQWH[W�LQ�ZKLFK�WKH�VHOHFWLYH�SUHVHQWDWLRQ�RI�RSLQLRQ�LV�OLNHO\�WR�EH

H[DJJHUDWHG��DQG�ZKHUH�PLQRULW\�RU�GHYLDQW�YLHZV�DUH�OLNHO\�WR�EH�VXSSUHVVHG·��0RVVH������������WKLV�ZRUNHG

WR�H[FOXGH�WKH�YRLFHV�RI�ZRPHQ�²�DQG��DOWKRXJK�QRW�PHQWLRQHG��SUHVXPDEO\�DOVR� WKH�YRLFHV�RI� MXQLRU�DQG

PRUH� PDUJLQDOLVHG� PHQ�� &RQFOXGLQJ� WKDW� WKH� SXEOLF� ¶35$V·� KH� ZLWQHVVHG� ¶WHQG� WR� HPSKDVLVH� IRUPDO

NQRZOHGJH� DQG� DFWLYLWLHV�� DQG� UHLQIRUFH� WKH� LQYLVLELOLW\� RI�ZRPHQ·V� UROHV·� ������� �����0RVVH� FRQWHQGV� WKDW

¶ZRPHQ·V�DJUHHPHQW�ZLWK�SURMHFWLRQV�RI�FRPPXQLW\�RU�KRXVHKROG�LQWHUHVWV�ZLOO�EH�WDFLWO\�DVVXPHG��DQG�WKH

QRWLRQ� RI� GLVWLQFWLYH� SHUVSHFWLYHV� RYHUORRNHG·� ������� ����� *LYHQ� SURMHFW� DLPV�� LW� LV� HDV\� WR� LPDJLQH� WKH

XQIROGLQJ� VFHQH� KDG� WKHUH� EHHQ� QR� UHIOHFWLRQ� RQ� WKH� OLPLWDWLRQV� RI� WKHVH� ¶35$V·� DQG� WKRXJKW� JLYHQ� WR

PHDVXUHV�WR�EH�WDNHQ�LQ�VXEVHTXHQW�ZRUN�WR�DGGUHVV�ZRPHQ·V�H[FOXVLRQ�

0RVVH·V�DFFRXQW�YLYLGO\�GHPRQVWUDWHV�KRZ�PDUJLQDO�DFWRUV�FDQ�EH�H[FOXGHG� LQ�35$�SURFHVVHV��EXW� LQ

XVLQJ� WKLV� WR� FULWLTXH�35$�LQ�JHQHUDO� KH� IDLOV� WR� DGGUHVV� D� IDLUO\� IXQGDPHQWDO� SRLQW��PXFK�GHSHQGV�RQ� WKH

XVHU��35$�PHWKRGV�LQ�WKHPVHOYHV�DUH�ODUJHO\�JHQGHU�QHXWUDO��(YHQ�WKRVH�PHWKRGV�WKDW�DSSHDU�WR�EH�JHQGHU�

LQVHQVLWLYH�� VXFK� DV� ZHDOWK� UDQNLQJ� RI� KRXVHKROGV� �-DFNVRQ� ������� FDQ� UHYHDO� GLPHQVLRQV� RI� JHQGHUHG

GLIIHUHQFH�WKDW�PLJKW�RWKHUZLVH�UHPDLQ�REVFXUH��:HOERXUQ�������6FRRQHV�������18�3RZHUIXO�H[DPSOHV�H[LVW

RI�35$�PHWKRGV�EHLQJ�XVHG�WR�IDFLOLWDWH�JHQGHU�DZDUHQHVV��VXFK�DV�%LOJL·V��������XVH�RI�GDLO\�WLPH�URXWLQHV

ZLWK�PHQ� WR� H[SORUH� DQG� FKDOOHQJH� WKHLU� SUHMXGLFHV�� <HW� WKH� DSSHDOLQJ� VLPSOLFLW\� RI�35$�PHWKRGV�PDNHV

WKHP�DOO�WRR�HDV\�WR�VLPSO\�VORW�LQWR�WKH�UHSHUWRLUH�RI�WHFKQLFDO�PHWKRGV�ILHOGZRUNHUV�DOUHDG\�XVH��$V�*RHW]

QRWHV��LQ�WKH�FRQWH[W�RI�*$'�
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7KH�VHDUFK�IRU�VLPSOH�IRUPXODH�DQG�WRROV�WR�LQWHJUDWH�JHQGHU�VHQVLWLYH�GDWD�DQG�SUDFWLFHV�WR�SURMHFWV�DQG

SROLFLHV� LPSOLHV� IDLWK� WKDW� WHFKQLTXH� FDQ� RYHUULGH� IRUPV� RI� SUHMXGLFH� HPEHGGHG� LQ� RUJDQLVDWLRQDO

FRJQLWLYH�V\VWHPV�DQG�ZRUN�FXOWXUHV�����������

,I� H[LVWLQJ� SUHMXGLFH� DERXW�ZKRVH� NQRZOHGJH� FRXQWV� DQG�ZKDW� FRXQWV� DV� NQRZOHGJH� VWUXFWXUHV� WKH� XVH� RI

WKHVH�PHWKRGV�� WKHQ� LW�ZRXOG�EH�KDUGO\� VXUSULVLQJ� WR� ILQG� WUDFHV�RI� WKHVH�DVVXPSWLRQV� LQ� WKH�RXWFRPHV�RI

H[HUFLVHV�VXFK�DV�WKHVH�¶35$V�·

0RVVH·V�DFFRXQW�SURYLGHV�VHYHUDO� LOOXVWUDWLRQV�RI�WKHVH�ELDVHV��+H�GUDZV�DWWHQWLRQ�WR�ZKDW�KH�FDOOV� WKH

¶DHVWKHWLF� ELDV·� ������� ���� RI� 35$� WHFKQLTXHV�� VXJJHVWLQJ� WKDW� WKHLU� IRUPDOLW\� PDUNV� RXW� WKHLU� XVH� ¶DV� WKH

SURYLQFH� RI� PHQ·� ������� ����� <HW� LW� HPHUJHV� WKDW� WKH� .5,%3� WHDP� ZDV� PDLQO\� PDOH�� DQG� WKLV� WKHLU� ILUVW

HQFRXQWHU�ZLWK�35$��,W�LV�WKHQ�UDWKHU�XQVXUSULVLQJ�WKDW�WKH�WHDP�SUHIHUUHG�QHDW�PDSV�DQG�FKDUWV��IDPLOLDU�WR

WKRVH� ZLWK� WHFKQLFDO� EDFNJURXQGV�� 7KH� ¶PHVVLHU·� ZRPHQ·V� YHUVLRQV� DQG� LQWHUYLHZV� ZHUH��0RVVH� REVHUYHV�

LPSOLFLWO\�YDOXHG� OHVV��0RVVH·V�DQDO\VLV�SRLQWV� WR�35$�PHWKRGV�DV� WKH�VRXUFH�RI� WKH�SUREOHP��EXW� LW� VHHPV

PRUH�OLNHO\�WKDW�WKH�WHDP·V�RZQ�DVVXPSWLRQV�DERXW�ZRPHQ·V�UHVSRQVLELOLWLHV�DQG�NQRZOHGJH�FRQGLWLRQHG�WKHLU

XVH�RI�WKHVH�PHWKRGV�

+RZ� PLJKW� ZRPHQ·V� SHUVSHFWLYHV� KDYH� EHHQ� YRLFHG� LQ� WKLV� FRQWH[W"� 2QH� EDUULHU� WR� ZRPHQ·V

SDUWLFLSDWLRQ� LV� WLPH� �� WR� VLW� DQG� WDON�� DQDO\VH�� FRPH� WR�PHHWLQJV�� +ROGLQJ� VHVVLRQV� DW� WLPHV� WKDW� ZRPHQ

VXJJHVW� DV� FRQYHQLHQW��RU�ZKHQ�ZRPHQ�DUH� OHVV� HQJDJHG� LQ�SURGXFWLYH�ZRUN�� DW� OHDVW� DOORZV� WKH�RSWLRQ� WR

SDUWLFLSDWH��6SUHDGLQJ�GLVFXVVLRQV�RYHU�VHYHUDO�VHVVLRQV�PD\�DOVR�HQDEOH�ZRPHQ�WR�WDNH�SDUW��:KHUH�WLPH�LV

QHHGHG�PRVW��KRZHYHU�� LV� LQ�EXLOGLQJ�ZRPHQ·V� FDSDFLW\� WR� VSHDN�DQG� WR�DFW�� WKLV� LV� VRPHWKLQJ� WKDW� UXVKHG

LQFXUVLRQV�LQWR�FRPPXQLWLHV�DQG�KDVWLO\�FREEOHG�WRJHWKHU�DFWLRQ�SODQV�LQHYLWDEO\�IDLO�WR�DGGUHVV�

&RQVLGHUDWLRQ�DOVR�QHHGV�WR�EH�JLYHQ�WR�WKH�JHQGHUHG�QDWXUH�RI�LQVWLWXWLRQDO�VSDFHV�VR�DV�WR�ORFDWH�35$

VHVVLRQV�LQ�SODFHV�ZKHUH�ZRPHQ�IHHO�FRPIRUWDEOH�19�<HW�HYHQ�ZLWKLQ�WKH�SXEOLF�GRPDLQ��VSDFH�FDQ�EH�PDGH

IRU�WKRVH�ZKR�DUH�PRUH�PDUJLQDO�E\�VWUXFWXULQJ�WKH�SURFHVV�WR�LQFOXGH�WKHP��2QH�RIWHQ�XVHG�WDFWLF�LV�WR�ZRUN

ZLWK� VHSDUDWH� JURXSV�� HDFK� RI�ZKRP�SUHVHQWV� WKHLU� DQDO\VLV� LQ� WXUQ� LQ� RSHQ� VHVVLRQV�� &RPLQJ� IRUZDUG� WR

SUHVHQW�D�GLDJUDP�WR�DQ�DXGLHQFH�KHOG�FDSWLYH�E\�WKH�SURFHVV�LV�OHVV�LQWLPLGDWLQJ�WKDQ�VSHDNLQJ�RXW�DV�D�ORQH

YRLFH�� EXW� DOVR� SXWV� FROOHFWLYH� FRQFHUQV� RQ� WKH� DJHQGD�� 7KHVH� VWUDWHJLHV� FDQ� PDNH� D� GLIIHUHQFH� DQG�

LPSRUWDQWO\�� FDQ� SURYLGH� DQ� LPSRUWDQW� OHYHU� IRU� FKDQJH� SUHFLVHO\� EHFDXVH� WKHVH� HYHQWV� DUH� SXEOLF�� 7KH

FKDOOHQJH��DV�.HVE\��������SRLQWV�RXW��LV�LQ�H[WHQGLQJ�WKH�VSDFH�EH\RQG�WKH�OLPLQDO�SHUIRUPDWLYH�GRPDLQ�RI

WKH�35$�H[HUFLVH�WR�WKH�HYHU\GD\�IRUD�LQ�ZKLFK�FRPPXQLW\�GHFLVLRQ�PDNLQJ�WDNHV�SODFH�

2QH�RI�WKH�PRVW�SRZHUIXO�EDUULHUV�WR�ZRPHQ·V�LQFOXVLRQ�LV�HQWUHQFKHG�DWWLWXGHV�DQG�WDNHQ�IRU�JUDQWHG

DVVXPSWLRQV� DPRQJVW� ILHOGZRUNHUV� WKHPVHOYHV� �&KDPEHUV� ������ 3DUSDUW� �������7KH� XVH� RI�35$�ZLWK� ¶WKH

FRPPXQLW\·�FDQ�DOO�WRR�HDVLO\�HQG�XS�ZLWK�DQ�XQTXHVWLRQLQJ�IRFXV�RQ�VROLFLWLQJ�WKH�SDUWLFLSDWLRQ�RI�WKRVH�ZKR

DUH� DVVXPHG� WR� NQRZ�� RU� WDNLQJ� YHUVLRQV� SURGXFHG� E\� WKH� GRPLQDQW� DV� LI� WKH\� UHSUHVHQWHG� WKH� ZKROH�

5HTXLULQJ� WHDPV� WR�ZRUN�ZLWK�ZRPHQ� DV�ZHOO� DV�PHQ�� \RXQJHU� DV�ZHOO� DV� ROGHU� SHRSOH�� KDV�KHOSHG� FUHDWH

DZDUHQHVV�DPRQJ�ILHOGZRUNHUV�RI�GLPHQVLRQV�RI�GLIIHUHQFH��:HOERXUQ�������-RQID�HW�DO��������20�:KHWKHU�RU

QRW�WKLV�HIIHFWLYHO\�DGGUHVVHV�JHQGHU�LVVXHV�UHPDLQV�RSHQ�WR�TXHVWLRQ��-XVW�DV�KDQGLQJ�RYHU�FRQWURO�WR�D�KLJKO\

LQHTXLWDEOH� ¶FRPPXQLW\·� LV�KDUGO\�D� UHFLSH�IRU� WUDQVIRUPDWLRQ��VLPSO\�HQDEOLQJ�ZRPHQ�WR�VSHDN�� DV�3DUSDUW
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QRWHV�� LV� QRW� QHFHVVDULO\� HPSRZHULQJ�� DQG� ¶FDQ� GLVHPSRZHU� LI� LW� UHPRYHV� WKH� DELOLW\� WR� FRQWURO� WKH

GLVVHPLQDWLRQ�RI�NQRZOHGJH·�������������

*HQGHU�EOLQG� DSSOLFDWLRQV� RI� 35$� RIIHU� OLWWOH� SURVSHFW� RI� HQDEOLQJ� ZRPHQ·V� YRLFHV� WR� EH� UDLVHG� LQ

FXOWXUDO� FRQWH[WV� ZKHUH� YHU\� UHDO� REVWDFOHV� H[LVW� WR� ZRPHQ·V� SDUWLFLSDWLRQ� LQ� WKH� SXEOLF� GRPDLQ�� 7KH

VWDQGDUGLVDWLRQ�RI�WKH�¶35$·�SDFNDJH��WKH�UDSLGLW\�ZLWK�ZKLFK�ILHOGZRUN�ZDV�GRQH��LWV�SXEOLF�QDWXUH��WKH�ODFN

RI�IHPDOH�VWDII�DQG�D�IDLOXUH�WR�DQWLFLSDWH� WKHVH�FKDOOHQJHV�HIIHFWLYHO\�H[FOXGHG�ZRPHQ�IURP�HDUO\�SODQQLQJ

DFWLYLWLHV� RI� WKH� .5,%3�� &OHDUO\�� LQVWLWXWLRQDO� DV� ZHOO� DV� PHWKRGRORJLFDO� LVVXHV� ZHUH� SDUDPRXQW� LQ� WKLV

LQVWDQFH��:KHWKHU�PDUJLQDOLVHG�YRLFHV�DUH�KHDUG�DQG�ZKHWKHU�WKHLU�YRLFH�LV�VXVWDLQHG�GHSHQGV�RQ�PRUH�WKDQ

JHWWLQJ�WKH�DSSUDLVDO�DQG�SODQQLQJ�SURFHVV�ULJKW��:LWKRXW�PRUH�IXQGDPHQWDO�LQVWLWXWLRQDO�FKDQJH�WR�FUHDWH�DQ

HQDEOLQJ� HQYLURQPHQW� IRU� JHQGHU�VHQVLWLYH� SDUWLFLSDWRU\� GHYHORSPHQW�� WKH�PRVW�SDUWLFLSDWRU\� RI� LQWHQWLRQV

FDQ�IDOO�E\�WKH�ZD\VLGH�21

7XUQLQJ�WR�8JDQGD��,�H[SORUH�D�FDVH�ZKHUH�GHOLEHUDWH�HIIRUWV�ZHUH�PDGH�ZLWKLQ�D�ORQJHU�WHUP�SURFHVV�RI

FKDQJH�ZKHUH�WKH�DLP�ZDV�QRW�VLPSO\�WR�¶LQFOXGH�ZRPHQ·�EXW�WR�LQVWLWXWLRQDOLVH�PHDVXUHV�WR�DGGUHVV�JHQGHU

HTXLW\��'UDZLQJ�RQ�WKH�.5,%3�H[SHULHQFH��0RVVH�DUJXHV�WKDW

:RPHQ�KDYH�WR�FORWKH�WKHLU�LGHDV�DQG�HQFRGH�WKHLU�GHVLUHV�LQ�SDUWLFXODU�ZD\V�WR�PDNH�WKHP�KHDUG�DQG

DFFHSWHG�DV�OHJLWLPDWH�LQ�WKH�SXEOLF�GRPDLQ�RI�WKH�35$��%XW�RIWHQ��WKHLU�SDUWLFXODU�FRQFHUQV�GR�QRW�ILQG

D�SODFH�LQ�WKH�FRQVHQVXV�ZKLFK�D�35$�JHQHUDWHV����������²����

7DFNOLQJ�SUHFLVHO\�WKHVH�LVVXHV��5HGG�%DUQD�8JDQGD�KDV�VRXJKW�WR�GHYHORS�D�SURFHVV�ZKHUH�WKHVH�¶SDUWLFXODU

FRQFHUQV·�UHPDLQ�RQ�DQ�DJHQGD�ZLWKLQ�ZKLFK�FRPPXQLWLHV�FDQ�¶DJUHH�WR�GLVDJUHH·��*XLMW�HW�DO��������

����0DNLQJ�VSDFH�IRU �GLIIHUHQFH

5HGG� %DUQD� 8JDQGD·V� H[SHULHQFH� ZLWK� SDUWLFLSDWRU\� GHYHORSPHQW� SURMHFWV� SURYLGHV� DQ� H[DPSOH� RI� KRZ

DWWHQWLRQ� WR� GLIIHUHQFH� FDQ� EH� FRPELQHG�ZLWK� FRPPXQLW\�ZLGH� SDUWLFLSDWRU\� SODQQLQJ� �*XLMW� ����E��*XLMW

HW� DO�� ������0XNDVD� �������$ZDUH� WKDW�SODQV�PDGH� DW� WKH� OHYHO� RI� ¶WKH� FRPPXQLW\·� RIWHQ� OHDYH� FRQWHQWLRXV

JHQGHU� LVVXHV�� VXFK� DV� IDPLO\�SODQQLQJ�RU�GRPHVWLF� YLROHQFH�� RII� WKH� DJHQGD��5HGG�%DUQD� VRXJKW� WR� FUHDWH

VSDFHV� LQ� ZKLFK� JHQGHU�� DQG� JHQHUDWLRQ�VSHFLILF� LVVXHV� FRXOG� EH� WDFNOHG� ZLWKLQ� D� EURDGHU� SDUWLFLSDWRU\

SODQQLQJ�SURFHVV��5HGG�%DUQD�8JDQGD·V� �5%8�� H[SHULHQFH�RIIHUV� D�QXPEHU�RI� LPSRUWDQW� LQVLJKWV� LQWR� WKH

FRPSOH[LWLHV�RI�LQWHJUDWLQJ�JHQGHU�LQWR�SDUWLFLSDWRU\�FRPPXQLW\�EDVHG�SODQQLQJ�

,QVWLWXWLRQDO�FRPPLWPHQW�DW�WKH�KLJKHVW�OHYHOV�KDV�HQDEOHG�5%8�WR�ZRUN�ZLWK�DQ�DSSURDFK�WKDW�PDNHV

JHQGHU� DQG� DJH� GLIIHUHQFHV� H[SOLFLW��7KH� LPSHWXV� IRU� WKLV� FDPH� IURP� D� VKLIW� LQ� GLUHFWLRQ� IURP�ZLWKLQ� WKH

RUJDQLVDWLRQ�WRZDUGV�DQ�DSSURDFK�PRUH�UHVSRQVLYH�WR�FKLOGUHQ·V�ULJKWV�DQG�QHHGV��0XNDVD�������22�$V�SDUW�RI

WKLV�VKLIW��JUHDWHU�HPSKDVLV�ZDV�SODFHG�RQ�ZRUNLQJ�GLUHFWO\�WR�DGGUHVV�ZRPHQ·V�VXERUGLQDWLRQ��7KHVH�FKDQJHV

KDYH� WDNHQ� SODFH� ZLWKLQ� D� EURDGHU� HQDEOLQJ� HQYLURQPHQW� IRU� SDUWLFLSDWLRQ� DIIRUGHG� E\� WKH� VKLIW� WR

GHFHQWUDOLVHG� JRYHUQDQFH� LQ� 8JDQGD�� DQG� SROLWLFDO� FRPPLWPHQW� WR� ZRPHQ·V� SDUWLFLSDWLRQ� LQ� SROLWLFV

�*RHW]��������$ZDUH�RI�WKH�OLPLWDWLRQV�RI�FRQWHPSRUDU\�XVHV�RI�35$�IRU�DSSUDLVDO�DORQH��5%8�FRQVFLRXVO\

FKRVH� WR� GHILQH� WKHLU� ZRUN� DV� ¶35$3�·� H[WHQGLQJ� WKH� 35$� DFURQ\P� WR� HPSKDVLVH� WKH� LPSRUWDQFH� RI

SDUWLFLSDWLRQ�LQ�SODQQLQJ��,UHQH�*XLMW��SHUV��FRPP���



��

,QLWLDO�ZRUN� IRFXVHG�RQ� FUHDWLQJ� VHSDUDWH� VSDFHV� IRU�ROGHU� DQG� \RXQJHU�PHQ��ZRPHQ� DQG� FKLOGUHQ� WR

DQDO\VH�WKHLU�RZQ�VLWXDWLRQV�XVLQJ�35$�PHWKRGV�ZKLFK�IRUPHG�WKH�EDVLV�IRU�D�FRPPXQLW\�DFWLRQ�SODQ��*XLMW

HW�DO���������3ULRULWLHV�IRU�DFWLRQ�ZHUH�WKHQ�SODFHG�RQ�WKH�DJHQGD�DW�D�FRPPXQLW\�PHHWLQJ�WKDW�EURXJKW�JURXSV

WRJHWKHU�WR�VKDUH�WKHLU�ILQGLQJV��7KLV�LQ� LWVHOI�ZDV�D�VLJQLILFDQW� LQQRYDWLRQ��<HW��DV�5%8�IRXQG��GLYLGLQJ�XS

FRPPXQLWLHV�DFFRUGLQJ�WR�DJH�DQG�JHQGHU�DQG�WKHQ�EULQJLQJ�SHRSOH�WRJHWKHU�WR�FUHDWH�D�VLQJOH� ¶FRPPXQLW\

DFWLRQ�SODQ·�PLJKW�KDYH�FUHDWHG�WKH�VSDFH�IRU�\RXQJHU�ZRPHQ�DQG�FKLOGUHQ�WR�VSHDN��EXW�QRW�QHFHVVDULO\�IRU

WKHP� WR�EH� OLVWHQHG� WR��/HVVRQV�ZHUH� OHDUQW� DERXW� WKH�QHHG� WR� LQWHJUDWH�SODQQLQJ� LQWR� D� ORQJHU�SURFHVV�RI

HQJDJHPHQW�WKURXJK�ZKLFK�SODQV�HPHUJH��DQG�DUH�URRWHG�ILUPO\�LQ�ORFDO�RZQHUVKLS��$V�*XLMW�HW�DO��QRWH�

$�FRPPRQ�IHDWXUH�RI�35$�SURFHVVHV� LV� WKDW� WKH�RUJDQLVDWLRQV� LQYROYHG�FODLP�WKDW� WKH\� OHDG� WR�YLDEOH

FRPPXQLW\�DFWLRQ�SODQV��&$3V���RIWHQ�DIWHU�OHVV�WKDQ�RQH�ZHHN�RI�DQDO\VLV�DQG�SODQQLQJ��,W�LV��RI�FRXUVH�

QRQVHQVH� WR� DVVXPH� WKDW� FRPPXQLW\� FRQVHQVXV�RQ� GHYHORSPHQW� SULRULWLHV��ZLWK� HTXLWDEOH� EHQHILWV�� LV

SRVVLEOH�LQ�D�VKRUW�WLPH�VSDQ�������������

7R�SODQ�HIIHFWLYHO\��5%8�GHYHORSHG�D� ILYH�VWDJH�SURFHVV�� IURP�SUHSDUDWLRQ� �VHQVLWLVDWLRQ�DQG� DGYRFDF\� IRU

WKH� SDUWLFLSDWLRQ� RI�ZRPHQ�� FKLOGUHQ� DQG� RWKHU�PDUJLQDOLVHG� JURXSV��� LQLWLDO� LPPHUVLRQ�� DQDO\VLV� RI� ¶LQWUD�

FRPPXQDO�GLIIHUHQFH·��SODQQLQJ��DQG�LPSOHPHQWDWLRQ�ZLWK�PRQLWRULQJ�HYDOXDWLRQ��*XLMW�HW�DO���������:RUNLQJ

ZLWK�SDUWQHU�RUJDQLVDWLRQV��DQG�UHODWLQJ�FORVHO\�WR�JRYHUQPHQW��5%8�VXSSRUW�WKLV�SURFHVV�ZLWK�VNLOOV�WUDLQLQJ�

PDNLQJ�WKH�WLPH�WR�JLYH�SODQV�VROLG�IRXQGDWLRQV��VSDQQLQJ�PRQWKV�UDWKHU�WKDQ�GD\V�RI�LQSXW�

5%8� KDYH� VRXJKW� D� PHDQV� RI� DGGUHVVLQJ� WKH� FKDOOHQJH� RI� LQFOXVLRQ� WKURXJK� DGYRFDF\� DQG� FRQIOLFW�

UHVROXWLRQ�DV�SDUW�RI� WKH�SODQQLQJ�SURFHVV� �6HZDJXGGH� HW�DO��������0XNDVD��������(DFK�JURXS�JHQHUDWHV� LWV

RZQ�SULRULWLHV�DQG�HQJDJHV�LQ�DFWLYH�GHOLEHUDWLRQ�RQ�WKH�LVVXHV�UDLVHG�E\�RWKHU�JURXSV�EHIRUH�GHFLGLQJ�ZKDW

SULRULWLHV� QHHGHG� WR� EH� EURXJKW� IRUZDUG�� 5DWKHU� WKDQ� SUHVHQWLQJ� SULRULWLHV� DW� WKH� SRLQW� RI� D� FRPPXQLW\

PHHWLQJ��ZKHUH�LW�PD\�EH�PRUH�GLIILFXOW�IRU�ZRPHQ�WR�SUHVV�WKHLU�FDVH��WKLV�SURFHVV�RSHQV�XS�WKH�RSSRUWXQLW\

IRU� JURXSV� WR�EHJLQ� WR� FRQVLGHU� WKH�SULRULWLHV�RI�RWKHUV�� 6LQFH� WKLV� WDNHV� SODFH� RXWVLGH� WKH�SXEOLF� DUHQD� LQ

ZKLFK�QHJRWLDWLRQV�RYHU�SODQV� IRU� DFWLRQ� WDNH�SODFH�� WKHUH� LV� DOVR�RSSRUWXQLW\� IRU� WKH� JURXSV� WR� UHIOHFW�RQ

RWKHUV·�SULRULWLHV�ZLWKRXW�QHHGLQJ�WR�EH�UHDG\�WR�GHIHQG�WKHLU�RZQ��8VLQJ�DQ� ¶LVVXHV�PDWUL[·� WR�GLIIHUHQWLDWH

WKH� FRQFHUQV� RI� GLIIHUHQW� JURXSV�� WKH� SURFHVV� RI� DQDO\VLV� DW� FRPPXQLW\� OHYHO� LGHQWLILHV� VKDUHG� RU� JURXS�

VSHFLILF�SULRULWLHV��7KHVH�DUH� WKHQ� WDNHQ� IRUZDUG� LQWR� FRPPXQLW\�RU� JURXS� DFWLRQ�SODQV�� FUHDWLQJ� D� OD\HUHG

DFWLRQ�SODQQLQJ�SURFHVV�ZKHUHE\�PDMRU�VKDUHG�FRQFHUQV�FDQ�EH�DGGUHVVHG�DW�D�FRPPXQLW\�ZLGH�OHYHO��ZKLOH

JURXSV�FDQ�EH�VXSSRUWHG�WR�GHYLVH�DQG�LPSOHPHQW�WKHLU�RZQ�SODQV�

,QHYLWDEO\�� FRQIOLFWV� KDYH� HPHUJHG�� 0XNDVD·V� ������� LQVLJKWIXO� DFFRXQW� RI� KRZ� LVVXHV� RI� GLIIHUHQFH

HPHUJHG�LQ�WKH�YLOODJH�RI�1DWDORNH�FRQWUDVWV�ZLWK�0RVVH·V�GHVFULSWLRQ�RI�WKH�VLOHQFLQJ�RI�ZRPHQ·V�YRLFHV��,W

DOVR� UHYHDOV� WKH� YHU\� UHDO� WKUHDWV� WKDW� VXFK� D� SURFHVV� RSHQV� XS�� ,Q� WKH� SUHSDUDWLRQ� SKDVH�� DGYRFDF\� DQG

VHQVLWLVDWLRQ� DFWLYLWLHV� RSHQHG� XS� D� IRFXV� RQ� JHQGHU�� DQG� DJH�UHODWHG� LVVXHV�� 6WDUWLQJ� ZLWK� GLVFXVVLRQV� RI

SHUFHSWLRQV� DERXW� WKH� SRVLWLRQ� RI� ZRPHQ� DQG� FKLOGUHQ�� 5%8� IDFLOLWDWRUV� ZRYH� WRJHWKHU� WKH� XVH� RI� 35$

PHWKRGV� DQG� RWKHU� WRROV� IURP� JHQGHU� WUDLQLQJ� WR� JHQHUDWH� GHEDWH� DQG� UHIOHFWLRQ�� 7KLV� LQLWLDO� SKDVH� DOVR

GHWHUPLQHG�WKH�DSSURSULDWH�WLPLQJ�DQG�ORFDWLRQ�IRU�35$�VHVVLRQV��'XULQJ�WKH�¶LPPHUVLRQ·�SKDVH��SHHU�JURXSV
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ZRUNHG�VHSDUDWHO\�RQ� WKHLU�RZQ�DQDO\VHV��7KH�FRPPXQLW\�PHHWLQJ� WKDW�EURXJKW� WKHP�WRJHWKHU� WRRN�RQ�DQ

HQWLUHO\�GLIIHUHQW�FKDUDFWHU�DV�D�UHVXOW�RI�WKHVH�GHOLEHUDWH�HIIRUWV�

5XOHV� IRU� WKH� FRPPXQLW\� PHHWLQJ� ZHUH� VHW� ZLWK� LQFOXVLRQ� LQ� PLQG�� HDFK� JURXS� ZDV� JLYHQ� WKH

RSSRUWXQLW\�WR�SUHVHQW�WKHLU�FRQFHUQV��DQG�FRQYHQWLRQDO�KLHUDUFKLHV�RI�VHDWLQJ�DQG�SULRULWLVDWLRQ�RI�VSHDNHUV

ZHUH�DGGUHVVHG�WR�PDNH�VSDFH�IRU�WKH�OHVV�SRZHUIXO�WR�VSHDN��2OGHU�ZRPHQ�UHSUHVHQWHG�WKHLU�DQDO\VLV�LQ�WKH

IRUP�RI� D� VRQJ� FRQGHPQLQJ� KXVEDQGV�ZKR� VSHQW�ZRPHQ·V� KDUG�HDUQHG�PRQH\� RQ� DOFRKRO�� JDPEOLQJ� DQG

ZRPHQ��6KH�UHSRUWV�D�WHQVH�VLOHQFH��EURNHQ�E\�WKH�YRLFH�RI�D�UHVSHFWHG�HOGHU�

7KH�ZRPHQ�KDYH�DFWXDOO\� UDLVHG�UHDO� LVVXHV�DOWKRXJK� LW� LV� LQ�D�ZURQJ�IRUXP� ���� WKH\�KDYH�UDLVHG� LVVXHV

ZKLFK�ZH�XVXDOO\�VHWWOH�DW������D�P�>GHHS�LQ�WKH�QLJKW@��7KH�ZRPHQ�KDYH�WDONHG��<(6��WKH\�KDYH�WDONHG�

7KH\�KDYH�EURXJKW�RXW�WKH�LVVXHV�WKDW�DUH�D�WDERR�LQ�D�SXEOLF�IRUXP�OLNH�WKLV��,Q�IURQW�RI�WKH�YLVLWRUV��%XW

VLQFH�ZKDW�WKH\�KDYH�WDONHG�LV�WKH�XQGHQLDEOH�WUXWK��IRU�PH�,�DSSHDO�WR�IHOORZ�PHQ�WKDW�ZH�VKRXOG�QRW

EHFRPH� DQJU\�� LQVWHDG� ZH� VKRXOG� VD\� ZH� DUH� 6255<� DQG� EHJLQ� DIUHVK� �0X]HH� 0XNDPD�� FLWHG� LQ

0XNDVD�����������

2OGHU�ZRPHQ��RWKHUZLVH�LVRODWHG�DQG�YXOQHUDEOH�LQ�WKH�SULYDWH�VSKHUH�RI�WKH�KRPH��ZHUH�DEOH�WR�WDNH�FRXUDJH

LQ�WKH�DQRQ\PLW\�WKDW�WKHLU�JURXS�LGHQWLW\�SURYLGHG��DQG�VSHDN�RXW�IRU�WKH�ILUVW�WLPH��<RXQJHU�ZRPHQ�WRR�

EHJDQ�WR�VSHDN�RXW�DJDLQVW�GRPHVWLF�YLROHQFH�DQG�FRQWURO�RYHU� WKHLU�PRYHPHQWV��,Q�UHVSRQVH��PHQ�IRXJKW

EDFN��0XNDVD�ZULWHV�

7KH�UHVSRQVH�ZKLFK�FDPH�HQWLUHO\�IURP�ROGHU�PHQ�ZDV�VKDUSO\�FULWLFDO�RI�WKHLU�LVVXHV�DQG�LQVLVWLQJ�WKDW

WKH\�ZHUH�WR�EODPH�IRU�WKHLU�SOLJKW��7KH\�DFFXVHG�WKHP�RI�EHLQJ�IULYRORXV��OD]\�DQG�XQUHOLDEOH�DV�ZLYHV�

7KH�PHQ�GHIHQGHG�WKHPVHOYHV�RQ�SRO\JDP\�XVLQJ�TXRWDWLRQV�IURP�WKH�ELEOH��7KH\�DJDLQ�DFFXVHG�WKHP

>WKH�\RXQJHU�ZRPHQ@�RI�ZDVKLQJ�WKHLU�GLUW\�OLQHQ�LQ�SXEOLF�E\�PHQWLRQLQJ�LVVXHV�WKDW�DUH�VWULFWO\�SULYDWH

�����������

(LJKW� PRQWKV� ODWHU�� D� UHYLHZ� KLJKOLJKWHG� WKH� H[WHQW� RI� WKH� WKUHDW� WKLV� KDG� SRVHG� IRU� PHQ� �*XLMW� ������

:RPHQ� GHFODUHG� SULGH� DW� JDLQLQJ� JUHDWHU� DFFHVV� WR� OHJDO� UHSUHVHQWDWLRQ� WKURXJK� OLQNV� ZLWK� D� YROXQWDU\

ZRPHQ·V� ODZ� DVVRFLDWLRQ�� IRU� FDVHV� RI� GRPHVWLF� YLROHQFH�� PDLQWHQDQFH� RI� FKLOGUHQ� DQG� LQKHULWDQFH�� 0HQ�

KRZHYHU��VSRNH�RI�ZRPHQ·V�YLRODWLRQ�RI�FXOWXUDO�WDERRV�E\�EULQJLQJ� ¶SULYDWH·� LVVXHV� LQWR�SXEOLF�IRUD��7KHUH

KDG�EHHQ�D�EDFNODVK��ZLWK�SDUWLFXODU�FRQVHTXHQFHV�IRU�\RXQJHU�ZLYHV��ZKR�KDG�EHHQ�EHDWHQ�DV�D�GLUHFW�UHVXOW

RI� VSHQGLQJ� WKHLU� WLPH� LQ� 35$� PHHWLQJV� UDWKHU� WKDQ� RQ� GRPHVWLF� ZRUN�� 7KH� GLYRUFH� UDWH� ZDV� XS� DV� D

FRQVHTXHQFH�

)RU�5%8�� WKLV� H[SHULHQFH� HPSKDVLVHG� WKH� LPSRUWDQFH� RI� DGYRFDF\� LQ� EULQJLQJ� DERXW� FKDQJH� DQG� WKH

FUXFLDO�QHHG�WR�ZRUN�GLUHFWO\�ZLWK�PHQ��$ZDUHQHVV�RI�WKH�HIIHFWV�WKDW�PHHWLQJ�UHJXODUO\�RU�IRU�ORQJ�SHULRGV

FRXOG� KDYH� RQ� \RXQJ� ZRPHQ·V� GRPHVWLF� UHODWLRQVKLSV� OHG� WR� JUHDWHU� VHQVLWLYLW\� LQ� SODQQLQJ� PHHWLQJV�� $

UHDOLVDWLRQ�HPHUJHG� WKDW� WUHDWLQJ� ¶ZRPHQ·�DV�D�VLQJOH�JURXS�PDVNHG� WHQVLRQV�DQG�GLYHUVLW\�EHWZHHQ�WKHP�23

0XNDVD·V� DFFRXQW� KLJKOLJKWV� WKH� LPSRUWDQFH� RI� GLVDJJUHJDWLQJ� ¶JHQGHU·� DQG� SD\LQJ� DWWHQWLRQ� WR� WKH

¶GLIIHUHQFHV�ZLWKLQ·�� LQ� WKLV� FDVH�� WKH�EDUULHUV� WR�SDUWLFLSDWLRQ� DQG�YRLFH� IDFHG�E\� WKH� \RXQJHU�ZRPHQ� DV� D

FRQVHTXHQFH�RI�LQWUD�KRXVHKROG�UHODWLRQV�ZLWK�ROGHU�ZRPHQ��2QH�WDFWLF�5%8�KDYH�SXUVXHG�LV�WR�DWWHPSW�WR
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EXLOG�XQGHUVWDQGLQJ�EHWZHHQ�JURXSV�RI�WKH�DFFHSWDELOLW\�RI�JHQGHU�DQG�JHQHUDWLRQDO�GLIIHUHQFHV�LQ�SULRULWLHV�

VR�DV�WR�FUHDWH�D�EDVLV�IRU�VKDUHG�XQGHUVWDQGLQJ��LI�QRW�IRU�FRPPRQ�SULRULWLHV�IRU�DFWLRQ��$�GLUHFW�IRFXV�RQ

WKH�QHJRWLDWLRQ�RI�UHVSRQVLELOLWLHV�VHHNV�WR�HQVXUH�WKDW�WKH�SULRULWLHV�DQG�FRQFHUQV�RI�PRUH�PDUJLQDO�JURXSV

WKDW�DUH�QRW�VKDUHG�E\�RWKHUV�LQ�WKH�FRPPXQLW\�DUH�QRW�FRPSOHWHO\�REVFXUHG��*XLMW�HW�DO��������

%\�FUHDWLQJ�VSDFH�IRU�ZRPHQ·V�YRLFHV�WR�EH�UDLVHG�DQG�KHDUG��5%8·V�DSSURDFK�JRHV�VRPH�ZD\�WRZDUGV

DGGUHVVLQJ� WKH� EDUULHUV� WR� LQFOXVLRQ� HYLGHQW� LQ� WKH� .5,%3� FDVH�� (TXDOO\�� E\� EULQJLQJ� GLIIHUHQFHV� LQ

SHUVSHFWLYH� DQG�SULRULWLHV� LQWR�FOHDUHU�YLHZ�DW� WKH� VWDUW�RI� WKH�SURMHFW�� LW�KROGV� WKH�SRWHQWLDO� IRU� DGGUHVVLQJ

VRPH�RI�WKH�FKDOOHQJHV�WKDW�EHVHW�ERWK�WKH�-)0�DQG�.HENDEL\D�SURMHFWV��$Q�LPSRUWDQW�GLPHQVLRQ�RI�WKLV�LV

WKH�ZRUN�5%8�GR�WR�SURPRWH�QRW�RQO\�DQ�DZDUHQHVV�RI�GLIIHUHQFH��EXW�UHVSHFW�IRU�WKH�SULRULWLHV�RI�RWKHUV��,Q

WKLV�UHVSHFW��WKH\�VHHN�WR�DGGUHVV�.DEHHU·V�FRQWHQWLRQ�WKDW�

«�FUHDWLQJ� ¶DFFHVV·� LV�QRW�HQRXJK��(TXLW\�UHTXLUHV�WKDW�SRRUHU�ZRPHQ�DQG�RWKHU�H[FOXGHG�JURXSV�DUH

QRW� MXVW�DEOH� WR�WDNH�DGYDQWDJH�RI� VXFK� VXFFHVV�EXW�GR�VR�RQ� WHUPV�ZKLFK�UHVSHFW� DQG�SURPRWH� WKHLU

DELOLW\�WR�H[HUFLVH�FKRLFH������������

:KDW�KDV�HPHUJHG�IURP�UHIOHFWLRQV�RQ�5%8·V�H[SHULHQFH��*XLMW�HW�DO��������KRZHYHU��LV�WKDW�ZKLOH�WKHLU�IRFXV

RQ�DJH�DQG�JHQGHU�KDV�SURYHQ�D�SRZHUIXO�ZD\�WR�LQLWLDWH�FKDQJH��LW�KDV�DOVR�PDVNHG�RWKHU�GLIIHUHQFHV��QRWDEO\

HFRQRPLF� GLIIHUHQFHV�� .DEHHU·V� SRLQW� DERXW� WKH� WHUPV� RQ� ZKLFK� WKH� LQYROYHPHQW� RI� H[FOXGHG� JURXSV� LV

DGGUHVVHG�LV�KLJKO\�VLJQLILFDQW��GLYLGLQJ�FRPPXQLWLHV�DORQJ�H[WHUQDOO\�GHILQHG�D[HV�RI�GLIIHUHQFH�FDQ�REVFXUH

WKH�LQWHUVHFWLRQV�EHWZHHQ�WKHVH�DQG�RWKHU�GLIIHUHQFHV��DV�ZHOO�DV�WDNLQJ�IRU�JUDQWHG�IRUPV�RI�FRPPRQDOLW\�WKDW

IDLO� WR�PDWFK�ZLWK�SHRSOH·V�RZQ�FRQFHUQV�� FRQQHFWLRQV�DQG�DJHQGDV� �&RUQZDOO�����E��� ,Q� VR�GRLQJ�� LW� FDQ

VHUYH�WR�REVFXUH�UHODWLRQV�DQG�UHODWLRQVKLSV�RI�SRZHU�DQG�SRZHUOHVVQHVV��LQ�DOO�WKHLU�FRPSOH[LW\�

1HYHUWKHOHVV�� WKH� 5HGG� %DUQD� FDVH� RIIHUV� D� SRZHUIXO� H[DPSOH� RI� KRZ� 35$� FDQ� KHOS� DGGUHVV� WKH

H[FOXVLRQ�RI�ZRPHQ·V�YRLFHV�DQG�UDLVH�LVVXHV�RI�JHQGHUHG�SRZHU�LQ�SODQQLQJ��,W�DOVR�VKRZV�KRZ��ZKHQ�XVHG

DV� SDUW� RI� D� SURFHVV� LQ� ZKLFK� ¶FRPPRQ� VHQVH·� QRWLRQV� DERXW� VH[XDO� GLIIHUHQFH� FDQ� EH� GHVWDELOLVHG� DQG

FKDOOHQJHG��35$�FDQ�RSHQ�XS�WKH�SRVVLELOLW\�RI�UHIUDPLQJ�¶UHDOLW\·�WR�PDNH�DSSDUHQW�RWKHU�NLQGV�RI�FKRLFHV�

$V�.DEHHU·V��������DQDO\VLV�RI�¶HPSRZHUPHQW·�PDNHV�FOHDU��KRZHYHU��LW�LV�RQO\�ZKHQ�DQDO\VLV�PRYHV�EH\RQG

WKH�HYHU\GD\�PDWHULDOLWLHV�RI�SHRSOH·V�OLYHV�WR�H[SORUH�LVVXHV�RI�JHQGHUHG�SRZHU���WKH�PLVVLQJ�VWHS�WR�ZKLFK

&UDZOH\·V��������FULWLFDO�DQDO\VLV�RI�WKH�HPSRZHUPHQW�FODLPV�RI�35$�GUDZV�DWWHQWLRQ��� WKDW�VRPH�RI� WKHVH

RWKHU�FKRLFHV�EHFRPH� LPDJLQDEOH��7R�GR�VR� UHTXLUHV�PRYLQJ�EH\RQG� WKH� FRPIRUW�RI� FRQVHQVXV�� LW� HTXDOO\

UHTXLUHV�LQVWLWXWLRQDO�FRPPLWPHQW�WR�VXSSRUWLQJ�D�ORQJHU�WHUP�SURFHVV�RI�VRFLDO�FKDQJH�UDWKHU�WKDQ�VHHNLQJ

WR� LPSOHPHQW� ¶TXLFN� IL[·� GHYHORSPHQW� VROXWLRQV�� $V� ,� JR� RQ� WR� GLVFXVV�� WKHVH� H[SHULHQFHV� UDLVH� IXUWKHU�

SHUKDSV�PRUH�SRWHQW��FKDOOHQJHV�ZKHQ�SDUWLFLSDWLRQ�LV�¶VFDOHG�XS·�WR�SROLF\�OHYHO�
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(IIHFWLYH� SDUWLFLSDWRU\� GHYHORSPHQW� QHHGV� DQ� HQDEOLQJ� HQYLURQPHQW� LQ� ZKLFK� WR� WKULYH�� DQG� LV� LQ� LWVHOI

SURGXFWLYH�RI�FKDQJHV�LQ�WKH�UHODWLRQVKLSV�RI�ORFDO�SHRSOH�ZLWK�WKRVH�EH\RQG�WKH�SURMHFW�LQWHUIDFH��¶%RWWRP�

XS·�LQLWLDWLYHV�KDYH�OHG�WR�FKDQJLQJ�UHODWLRQVKLSV�ZLWK�WKH�VWDWH�DQG�ZLGHU�UHDFKLQJ�SROLF\�VKLIWV��&RUQZDOO�DQG

*DYHQWD� ������� DQG� DWWHPSWV� WR� EULQJ� SROLF\�PDNLQJ� FORVHU� WR� WKRVH� DIIHFWHG� KDYH� VWLPXODWHG� WKH� XVH� RI

SDUWLFLSDWRU\�DSSURDFKHV�EH\RQG�WKH�SURMHFW�GRPDLQ��+HUH�,�WDNH�D�FORVHU�ORRN�DW�RQH�NLQG�RI�SDUWLFLSDWRU\

SROLF\� LQLWLDWLYH�� 3DUWLFLSDWRU\� 3RYHUW\� $VVHVVPHQWV� �1RUWRQ� DQG� 6WHSKHQV� ������ +ROODQG� ZLWK� %ODFNEXUQ

������5REE��������IURP�D�JHQGHU�SHUVSHFWLYH��,Q�GRLQJ�VR��,�UHWXUQ�WR�WKHPHV�UDLVHG�HDUOLHU�LQ�WKLV�SDSHU�WR

DGGUHVV� LVVXHV�RI�YRLFH� DQG� WR�H[SORUH� WKH�ZD\V� LQ�ZKLFK� WKLV� IRUP�RI� UHVHDUFK� HQJDJHV�ZLWK�TXHVWLRQV�RI

JHQGHU�

3DUWLFLSDWRU\�3RYHUW\�$VVHVVPHQWV��33$V��KDYH�JDLQHG�SRSXODULW\�LQ�UHFHQW�\HDUV��HVSHFLDOO\�ZLWKLQ�WKH

:RUOG�%DQN��5REE��������%RRWK�HW�DO��VXJJHVW�WKDW

%\� JLYLQJ� H[SUHVVLRQ� WR� WKH� PDQ\� GLIIHUHQW� GLPHQVLRQV� RI� GHSULYDWLRQ� DQG� WR� ZKDW� SRRU� SHRSOH

WKHPVHOYHV�VD\�DERXW�ZKDW�FDXVHV�WKHP�WR�UHPDLQ�SRRU��33$V�KDYH�WKH�SRWHQWLDO�ERWK�WR�JLYH�XV�D�IXOOHU

XQGHUVWDQGLQJ� RI� SRYHUW\�� DQG� WR�PDNH� LW� PRUH� GLIILFXOW� IRU� SRYHUW\� WR� EH� LJQRUHG� RU� VLGH�OLQHG� E\

SROLWLFLDQV�DQG�RWKHU�GHFLVLRQ�PDNHUV�����������

$�WUHPHQGRXV�GLYHUVLW\�RI�SUDFWLFH�FRPHV�XQGHU�WKH�ODEHO�RI�¶33$�·�7KH�HPSKDVLV�LQ�PDQ\�33$V�KDV�EHHQ�RQ

SURGXFLQJ�LQIRUPDWLRQ�IRU�SROLF\�PDNHUV��WKURXJK�WKH�XVH�RI�D�YDULHW\�RI�UDSLG�DVVHVVPHQW�PHWKRGRORJLHV�24

7KH�LQFUHDVLQJ�XVH�RI�35$�LQ�33$V�KDV� OHG�WR�D�JUHDWHU�HPSKDVLV�RQ�HQJDJLQJ� ¶WKH�SRRU·� LQ�GHILQLQJ� WKHLU

RZQ�DJHQGD�IRU�FKDQJH��+ROODQG�ZLWK�%ODFNEXUQ�������5REE�������25�6RPH�RI�WKH�PRUH�UHFHQW�33$V�KDYH

VRXJKW� D�PRUH� DFWLYH�PHDQV� RI�EULGJLQJ� WKH� JDS� EHWZHHQ�SROLF\�PDNHUV� DQG� WKRVH�ZKR�SROLFLHV� DIIHFW� E\

HQJDJLQJ�D�GLYHUVLW\�RI�DFWRUV�LQ�WKH�UHVHDUFK�SURFHVV��SDYLQJ�WKH�ZD\�IRU�D�PRUH�LQFOXVLRQDU\�SROLF\�SURFHVV�

%ULQJLQJ�WRJHWKHU�GLYHUVH�WHDPV�RI�IDFLOLWDWRUV�DQG�UHVHDUFKHUV�LQ�LQQRYDWLYH�DQG�ORQJHU�WHUP�SURFHVVHV��¶QHZ

JHQHUDWLRQ·�33$V�RSHQ�XS�VSDFHV�IRU�HQJDJHPHQW�E\�ORFDO�JRYHUQPHQW�RIILFLDOV�DQG�1*2�ZRUNHUV�� ¶VWUHHW�

OHYHO�EXUHDXFUDWV·�ZKR�SOD\�YLWDO��RIWHQ�XQDFNQRZOHGJHG��UROHV� LQ�VKDSLQJ�SROLF\� �/LSVN\�������*ULQGOH�DQG

7KRPDV�������

:KDW�DUH�WKH�SURVSHFWV�IRU�JHWWLQJ�JHQGHU� LVVXHV�RQWR�WKH�DJHQGD�²�DQG�IRU�WKH� LQFOXVLRQ�RI�ZRPHQ·V

YRLFHV�DPRQJVW�WKRVH�RI�¶WKH�SRRU·"�0DQ\�RI�WKH�LVVXHV�UDLVHG�HDUOLHU�HPHUJH�ZKHQ�D�FORVHU�ORRN�LV�WDNHQ�DW

WKH�G\QDPLFV�RI�33$�SURFHVVHV��$W�WKH�FRPPXQLW\�OHYHO��WKH�FKDOOHQJH�RI�LQFOXVLRQ�UHTXLUHV�VWUDWHJLHV�VXFK�DV

WKRVH�VXJJHVWHG�HDUOLHU�WR�UHDFK�ZRPHQ��DQG�WR�HQDEOH�WKHP�WR�VSHDN��5HFHQW�33$V�KDYH�VRXJKW�WR�EDODQFH

WHDPV�E\�VH[�DQG�WR�LQWURGXFH�JHQGHU�VHQVLWLYLW\�LQWR�WUDLQLQJ��HQFRXUDJLQJ�ZLGH�FRQVXOWDWLRQ��<HW�ZKHWKHU�RU

QRW� IDFLOLWDWRUV� WDNH� GLVFXVVLRQV� IXUWKHU� WKDQ� EDOG� PDWHULDOLWLHV� WR� IDFLOLWDWH� FULWLFDO� DQDO\VLV� RI� WKH� JHQGHU

GLPHQVLRQV�RI�SRYHUW\�GHSHQGV�RQ�PRUH�WKDQ�JHWWLQJ�WKH�SODQQLQJ�DQG�WUDLQLQJ�SURFHVV�ULJKW�

/HEUXQ·V��������VWXG\�RI�WKH�81'3�IXQGHG�6KLQ\DQJD�33$�LOOXVWUDWHV�WKH�ZD\V�LQ�ZKLFK�JHQGHU�LVVXHV

ZHUH� VLGHOLQHG� LQ� WKH� ILHOG�� GHVSLWH� HIIRUWV� WR� LQFRUSRUDWH� JHQGHU� LQ� WUDLQLQJ� DQG� ILHOGZRUN� GHVLJQ�� /HEUXQ
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QRWHV� WKH� OLPLWDWLRQV� RI� DQ� DVVXPSWLRQ� RI� JHQGHU�EDVHG� VROLGDULW\� EHWZHHQ� ILHOGZRUNHUV� DQG� WKRVH� ZKRVH

¶YRLFHV·�WKH\�VROLFLW�

%\�EHLQJ�DQ�XUEDQ�GZHOOHU��ZRUNLQJ�LQ�WKH�IRUPDO�VHFWRU��HGXFDWHG��DQG�IURP�D�PLGGOH�FODVV�EDFNJURXQG�

WKH� IHPDOH� ILHOGZRUNHU� KDG� JRRG� UHDVRQ� WR� IHHO� FORVHU� WR� KHU�PDOH� FROOHDJXHV�� UDWKHU� WKDQ� WR� YLOODJH

ZRPHQ«�LW�LV�DOVR�D�EHWWHU�PRYH�LQ�WHUPV�RI�SHUVRQDO�FDUHHU�GHYHORSPHQW�WR�H[SUHVV�VROLGDULW\�ZLWK�D

PDOH�FROOHDJXH��UDWKHU�WKDQ�HQWHULQJ� LQWR�FRQIOLFW�ZLWK�WKHP�RQ�JHQGHU� LVVXHV��HVSHFLDOO\� LI� WKH�ZRPDQ

KROGV�D�ORZHU�SRVLWLRQ�WKDQ�KHU�PDOH�FROOHDJXHV�LQ�WKH�KLHUDUFK\�RI�WKH�GLVWULFW�EXUHDXFUDF\������������

/HEUXQ·V� DQDO\VLV�KLJKOLJKWV� DQ� LPSRUWDQW�SRLQW��7KH�DJHQF\�RI� WKH�IDFLOLWDWRU� LV�REVFXUHG�E\� WKH�SHUYDVLYH

LPDJHU\� LQ� 33$V� RI� QHXWUDO� IDFLOLWDWRUV� VLPSO\� OLVWHQLQJ� WR� DQG� UHFRUGLQJ� SRRU� SHRSOH·V� YRLFHV�� 5REE�� IRU

H[DPSOH��PDNHV�WKH�FODLP�WKDW�¶33$V�DUH�UHVSRQGLQJ�WR�WKH�FKDOOHQJH�RI�LQFOXVLRQ�E\�GLUHFWO\�UHSUHVHQWLQJ�WKH

YLHZV�RI� WKH�SRRU� WR�SROLF\PDNHUV·� �������[LL���7KH� ¶SRRU�SHRSOH·V�YRLFHV·� WKDW� HPHUJH� LQ�33$� UHSRUWV� DUH

SUHVHQWHG�DV�LI�WKH\�ZHUH�DXWKHQWLF�YHUVLRQV�RI�ZKDW�WKH�SRRU�ZDQW��<HW�WR�FODLP�WKDW�WKH�YLHZV�RI�WKH�SRRU

DUH� GLUHFWO\� UHSUHVHQWHG� LQ� WKHVH� GRFXPHQWV� ZRXOG� EH� GLVLQJHQXRXV�� 7KH� SROLWLFV� RI� WKH� HQFRXQWHU

�-RQID� HW� DO�� ������ DQG� WKH�SURFHVVHV�RI� HGLWLQJ�DQG�HGLWRULDOLVLQJ�33$�UHSRUWV� DUH�KDUGO\�XQPDUNHG�E\� WKH

SRVLWLRQDOLW\� DQG�SHUVSHFWLYHV�RI�33$�IDFLOLWDWRUV��:KHWKHU� DQG�KRZ� JHQGHU� LVVXHV� DUH� UDLVHG�� WKHQ��ZRXOG

VHHP�WR�GHSHQG�RQ�WKH�DJHQF\�RI�WKRVH�ZKR�VKDSH�WKLV�SURFHVV�DQG�RQ�WKHLU�XQGHUVWDQGLQJ�RI�¶JHQGHU�·�,W�LV

WR�WKLV�WKDW�,�QRZ�WXUQ�

����*HQGHU�LQ �33$V

&RQYHQWLRQDO�DSSURDFKHV� WR�SRYHUW\�DVVHVVPHQW�RIWHQ�REVFXUH� LPSRUWDQW�JHQGHU�GLPHQVLRQV��QRW� OHDVW� WKH

GLVWLQFWLYH�ZD\V� LQ�ZKLFK�ZRPHQ�DQG�PHQ� H[SHULHQFH�SRYHUW\� �-DFNVRQ�������.DEHHU� ������5D]DYL� ������

33$V��ZLWK�WKHLU�SURPLVH�RI�D�PRUH�G\QDPLF�DQG�GLIIHUHQWLDWHG�DFFRXQW�RI�SURFHVVHV�RI�LPSRYHULVKPHQW�DQG

RI�H[WHQGLQJ�FRQYHQWLRQDO�GHILQLWLRQV�RI�SRYHUW\�EH\RQG�WKH�VWUDLWMDFNHW�RI� LQFRPH�FRQVXPSWLRQ�PHDVXUHV�

ZRXOG� VHHP� WR� RIIHU� LPSRUWDQW� RSSRUWXQLWLHV� IRU� KLJKOLJKWLQJ� WKH� JHQGHU� GLPHQVLRQV� RI� ZHOOEHLQJ� DQG

GHSULYDWLRQ�DQG�EULQJLQJ�DERXW�JHQGHU�VHQVLWLYH�SROLF\�FKDQJH�

7R�ZKDW� H[WHQW�GR� WKH\� IXOILO� WKLV�SURPLVH"�3HUKDSV�PRVW� VLJQLILFDQWO\�� SDUWLFLSDWRU\�SRYHUW\� UHVHDUFK

KDV� KLJKOLJKWHG� ¶LQWDQJLEOH·� DVSHFWV� RI� SRYHUW\�ZLWK� LPSRUWDQW� LPSOLFDWLRQV� IRU� JHQGHU��2OGHU�33$� VWXGLHV

RIWHQ� VSRNH� DERXW� ¶WKH� SRRU·� DV� D� FDWHJRU\��ZKHUHDV�PDQ\� UHFHQW�33$� UHSRUWV� JLYH� YLYLG� DFFRXQWV� RI� WKH

GLIIHUHQFHV�LQ�SRRU�ZRPHQ·V�DQG�PHQ·V�H[SHULHQFHV��7KH�81'3�6KLQ\DQJD�33$��������IRFXVHG�H[SOLFLWO\�RQ

VXFK� GLIIHUHQFHV�� UDLVLQJ� LVVXHV� IURP� GRPHVWLF� YLROHQFH� WR� WKH� LPSDFW� RI� PDOH� DOFRKRO� FRQVXPSWLRQ� RQ

KRXVHKROG� ZHOOEHLQJ�� 7KH� 7DQ]DQLD� 33$� �:RUOG� %DQN� ������ KLJKOLJKWHG� GLPHQVLRQV� RI� YXOQHUDELOLW\� LQ

IHPDOH�KHDGHG� KRXVHKROGV� WKDW� FRQYHQWLRQDO� SRYHUW\� DVVHVVPHQW�ZRXOG� IDLO� WR� FDSWXUH�� 7KH� =DPELD� 33$

�0LOLPR��1RUWRQ�DQG�2ZHQ�������SURYLGHG�FRPSHOOLQJ�DUJXPHQWV�IRU�WKH�GLVDJJUHJDWLRQ�RI�WKH�FDWHJRU\�RI

¶IHPDOH�KHDGHG� KRXVHKROG�·� VRPHWKLQJ� WKDW� RQJRLQJ� ZRUN� LQ� WKH� 8JDQGDQ� 3DUWLFLSDWRU\� 3RYHUW\� 3URFHVV

�833$3� ������ KDV� WDNHQ� XS�� 7KH� 6RXWK� $IULFD� 33$� �0D\� HW� DO�� ������ IRFXVHG� GLUHFWO\� RQ� ZRPHQ·V

H[SHULHQFHV� LQ� KHWHURVH[XDO� UHODWLRQVKLSV�� HPSKDVLVLQJ� D� GHILQLWLRQ�RI� SRYHUW\� DV�SRZHUOHVVQHVV��'RPHVWLF
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YLROHQFH��PDULWDO�LQVWDELOLW\��WHQVLRQV�ZLWKLQ�IDPLO\�UHODWLRQV��ODFN�RI�OHJDO�ULJKWV�IRU�ZRPHQ��SDUWLFXODUO\�RYHU

SURSHUW\���LQVHFXULW\�DQG�FRQFHUQV�DERXW�SHUVRQDO�VDIHW\�DOO�HPHUJH�

:KHWKHU�WKHVH�ILQGLQJV�HPHUJH�LQ�WKH�IUDPLQJ�RI�SROLF\��KRZHYHU��GHSHQGV�QRW�RQO\�RQ�WKH�SROLWLFV�RI

WKH� SROLF\� SURFHVV�� EXW� RQ� KRZ� ¶JHQGHU·� LV� LQWHUSUHWHG�� VRPHWKLQJ� DERXW� ZKLFK� WKHUH� DSSHDUV� WR� EH� OLWWOH

FRQVLVWHQF\��:KLWHKHDG�DQG�/RFNZRRG�������.DUHQ�%URFN�SHUV��FRPP����,I�¶JHQGHU·�PHDQV�¶DVN�WKH�ZRPHQ

WRR�·�WKHQ�WKH�SURGXFW�RI�H[HUFLVHV�OLNH�33$V�ZLOO�OLNHO\�EH�JHQGHU�GLVDJJUHJDWHG�GDWD�WKDW�KDV�EHHQ�¶JDWKHUHG·

ZLWK�OLWWOH�DWWHQWLRQ�WR�JHQGHU�G\QDPLFV��JHQGHU�UHODWLRQV�RU�WKH�FRQWH[WV�LQ�ZKLFK�WKH�GDWD�ZHUH�SURGXFHG��,I

¶JHQGHU·�LV�HTXDWHG�ZLWK�FRQFHSWV�OLNH�WKH�JHQGHU�GLYLVLRQ�RI�ODERXU��WKHQ�WKH�DWRPLVHG�DFFRXQWV�RI�PHQ·V�DQG

ZRPHQ·V�ZRUNORDGV�FKDUDFWHULVWLF�RI�WKH�JHQGHU�UROHV�IUDPHZRUN� �0RVHU�������PD\�HPHUJH�� ,I�� DV� LV�PRVW

IUHTXHQWO\�WKH�FDVH��¶JHQGHU·�UHIHUV�WR�¶ZRPHQ·V�LVVXHV�·�LW�ZRXOG�QRW�EH�VXUSULVLQJ�WR�VHH�ILQGLQJV�FRQFHUQLQJ

ZRPHQ·V� DFFHVV� WR� UHVRXUFHV�� SHUKDSV� VRPH� GLPHQVLRQV� RI� LQVWLWXWLRQDOLVHG� GLVSULYLOHJH�� DQG� VXJJHVWLRQV

UHJDUGLQJ�LQWHUYHQWLRQV�OLNH�ZRPHQ·V�JURXSV�RU�WKH�SURYLVLRQ�RI�FUHGLW�

5D]DYL�DQG�0LOOHU�DUJXH�WKDW�¶WKH�VLWXDWLRQ�RI�ZRPHQ�FDQQRW�EH�LPSURYHG�VLPSO\�E\�´DVNLQJ�WKH�ZRPHQ

WKHPVHOYHVµ�ZKDW�WKHLU�LQWHUHVWV�DUH·�������������'LYLGLQJ�XS�FRPPXQLWLHV�RQ�WKH�EDVLV�RI�VH[XDO�GLIIHUHQFH�LV

LQ�LWVHOI�KDUGO\�D�JXDUDQWHH�WKDW�¶JHQGHU�LVVXHV·�ZLOO�HPHUJH��,QGHHG��DV�.DQGL\RWL�DUJXHV�

7DNLQJ� ¶QDWXUDOLVHG·� FDWHJRULHV� DW� IDFH� YDOXH�PD\� HQKDQFH� DGHTXDWH� FRPPXQLFDWLRQ� DQG� SURPRWH� VR�

FDOOHG�¶ERWWRP�XS·�DSSURDFKHV�WR�GHYHORSPHQW�ZKLFK�DUH�VHQVLWLYH�WR�ORFDO�FRQVWUXFWLRQV�RI�JHQGHU��EXW

LW�GRHV�QRW�QHFHVVDULO\�IXUWKHU�WKH�JRDO�RI�SXWWLQJ�WKHP�LQWR�TXHVWLRQ�������������

:KDW� LV�HYLGHQW�IURP�DQ�DQDO\VLV�RI� WKH� WUHDWPHQW�RI�JHQGHU� LQ�PDQ\�33$V� LV� WKDW� WKHVH�YHU\� ¶QDWXUDOLVHG·

FDWHJRULHV�DQG�WKH�DVVXPSWLRQV�WKDW�JR�ZLWK�WKHP�UHPDLQ�ODUJHO\�XQTXHVWLRQHG��7KH�GHOLEHUDWLYH�SRWHQWLDO�RI

33$V�LV�XQGHU�UHDOLVHG��H[DFHUEDWHG�E\�WKH�WHQVLRQV�EHWZHHQ�HOLFLWLQJ�ORFDO�YHUVLRQV�DQG�HQJDJLQJ� LQ�FULWLFDO

UHIOHFWLRQ��7KH�GLOHPPDV�RI�WKH�.HENDEL\D�SURMHFW�KDYH�SDUWLFXODU�UHVRQDQFH�KHUH��DV�WKH�YHUVLRQV�SURGXFHG

LQ�FRQVXOWDWLYH�H[HUFLVHV�PD\�JR�QR�IXUWKHU�WKDQ�UHDIILUPLQJ�QRUPDWLYH�FRQVWUXFWLRQV��%XW�HYHQ�LI�ZRPHQ·V

VWDWHPHQWV�DUH�WDNHQ�DW�IDFH�YDOXH��LW�PLJKW�ZHOO�EH�ZRQGHUHG�WR�ZKDW�H[WHQW�\RXQJHU��PRUH�PDUJLQDO�ZRPHQ

ZRXOG�ULVN�VSHDNLQJ�RXW�LQ�EULHI�HQFRXQWHUV�WKDW�JHQHUDOO\�ODVW�QR�PRUH�WKDQ�D�IHZ�GD\V��,W�LV�HDV\�HQRXJK�WR

VHHN�RXW�¶ZRPHQ·V�YRLFHV·�DQG�KHDU�RQO\�WKH�PRUH�SURPLQHQW�DPRQJ�WKHP��7KH�GHSWK�RI� LQVLJKW�JDLQHG�LQ

WKH�SURFHVV�LV�TXHVWLRQDEOH��HVSHFLDOO\�ZLWKRXW�WKH�FRQWH[WXDO�NQRZOHGJH�WR�VLWXDWH�ZKR�VSHDNV�DQG�ZKDW�WKH\

VSHDN�DERXW�

*HWWLQJ� JHQGHU� RQ� WKH� DJHQGD� LQ� WKHVH� VHWWLQJV� PD\� SURYRNH� VRPH� RI� WKH� WHQVLRQV� H[SORUHG� LQ� WKH

.HENDEL\D�FDVH��DQG�WKH�GLOHPPDV�WKDW�DUH�HYLGHQW�IURP�5%8·V�H[SHULHQFH��<HW�ZLWKLQ�SROLF\�UHVHDUFK��WKLV

FKDOOHQJH�JRHV�PXFK�IXUWKHU��H[WHQGLQJ�EH\RQG�FRQWH[WV�LQ�ZKLFK�LQIRUPDWLRQ�LV�LQLWLDOO\�SURGXFHG��LQWR�WKH

SROLF\�SURFHVV��ZKHUH�NQRZOHGJH� LV�PHGLDWHG�DQG� WUDQVIRUPHG� LQ� WKH� IUDPLQJ�RI�SROLF\� UHFRPPHQGDWLRQV�

*DWKHULQJ�JHQGHU�GLVDJJUHJDWHG�GDWD�LV�FOHDUO\�QRW�HQRXJK�WR�HQVXUH�WKDW�¶JHQGHU�LVVXHV·�JHW�RQWR�WKH�SRYHUW\�

DOOHYLDWLRQ�DJHQGD��:KDW�LV�DSSDUHQW�IURP�ZRUN�LQ�RWKHU�VSKHUHV�LV�WKH�SRZHUIXO�LQVWLWXWLRQDO�DQG�DWWLWXGLQDO

EDUULHUV� WKDW� H[LVW� ZKHUH� JHQGHU� LV� FRQFHUQHG�� OLPLWLQJ� WKH� SURVSHFWV� IRU� SROLF\� FKDQJH�� *RHW]·V� ������

DQDO\VLV�RI�WKH�ZD\V�LQ�ZKLFK�LQIRUPDWLRQ�DERXW�ZRPHQ�LV�WDNHQ�XS�LQ�GHYHORSPHQW�EXUHDXFUDFLHV�XQGHUOLQHV

WKH�SRLQW�WKDW�ZKDW�SROLF\�PDNHUV�ZDQW�WR�NQRZ�WHQGV�WR�GHWHUPLQH�KRZ�LQIRUPDWLRQ�LV�XVHG�
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*LYHQ�WKH�GHDUWK�RI�FULWLFDO�UHVHDUFK�RQ�33$V��OLWWOH�FDQ�EH�VDLG�DERXW�WKH�SURFHVVHV�WKDW�JLYH�ULVH�WR�WKH

IUDPLQJ�DQG�IRUPXODWLRQ�RI�SROLF\��DQG�LQGHHG�RI�WKHLU�LPSOLFDWLRQV�LQ�WHUPV�RI�JHQGHU��%XW�WKH�FRQFOXVLRQV

RI�RQH�UHFHQW�VWXG\�DUH�VXJJHVWLYH��:KLWHKHDG�DQG�/RFNZRRG·V� �������DQDO\VLV�RI�VL[�:RUOG�%DQN�3RYHUW\

$VVHVVPHQWV� �3$V��� IRXU� RI� ZKLFK� KDG� D� 33$� FRPSRQHQW�� UHYHDOV� D� OLPLWHG� LQIOXHQFH� RI� JHQGHU�UHOHYDQW

LQVLJKWV� IURP�33$V�RQ� WKH� VKDSLQJ� RI�:RUOG�%DQN�SROLF\� UHFRPPHQGDWLRQV� HPHUJLQJ� IURP� FRXQWU\�OHYHO

3RYHUW\�$VVHVVPHQWV�26�:KLOH�:KLWHKHDG�DQG�/RFNZRRG�GUDZ�DWWHQWLRQ�WR�WKLV�DV�LQGLFDWLYH�RI�WKH�LQKHUHQW

OLPLWDWLRQV�RI�33$V��LW�ZRXOG�VHHP�WKDW�UDWKHU�PRUH�LV�DW�VWDNH��$V�WKH\�SRLQW�RXW��WKH�SROLF\�VHFWLRQV�RI�WKHVH

GRFXPHQWV� VLPSO\� UHIOHFWHG� FXUUHQW� :RUOG� %DQN� SROLF\�� :KDW� LV�� SHUKDSV�� PRVW� LQWHUHVWLQJ� DERXW� WKHLU

DQDO\VLV�LV�WKHLU�FDUHIXO�DWWHQWLRQ�WR�WKH�ZD\V�LQ�ZKLFK�JHQGHU�LVVXHV�EHFRPH�LQFUHDVLQJO\�PDUJLQDOLVHG�LQ�WKH

SURFHVV�RI�SURGXFLQJ�WKH�3RYHUW\�$VVHVVPHQWV��$W�HYHU\�VWDJH��IURP�WKH�ILHOG�WR�WKH�ILQDO�UHSRUW��WKH\�QRWH

KRZ�JHQGHU�LVVXHV�VOLSSHG�RII�WKH�SROLF\�DJHQGD��7KH�ULFK�VHDP�RI�SROLF\�UHOHYDQW�LQIRUPDWLRQ�LQ�ILHOG�UHSRUWV

ZDV�QRW�HIIHFWLYHO\�XVHG�LQ�V\QWKHVHV��JHQGHU�LVVXHV�EDUHO\�PDGH�DQ\�DSSHDUDQFH�LQ�SROLF\�UHFRPPHQGDWLRQV�

:KLWHKHDG� DQG�/RFNZRRG·V� DFFRXQW�KLJKOLJKWV� WKH� UROH� WKDW� WKRVH�ZKR�SURGXFH�33$� UHSRUWV�SOD\� LQ

IUDPLQJ� WKH� ¶YRLFHV·� WKH\�FODLP� WR� UHSUHVHQW��&OHDUO\�� WKHUH� DUH�PXOWLSOH�SRWHQWLDO� UHDGLQJV�RI� DQ\�HYLGHQFH�

7KHLU� FRQWHQWLRQ� LV� WKDW� JHQGHU� LVVXHV� FDQ� HDVLO\� EH� RYHUORRNHG� LQ� WKH� DEVHQFH� RI� DQ� H[SOLFLW� FRQFHSWXDO

IUDPHZRUN�WKDW�EULQJV� WKHP� LQWR�FRQVLGHUDWLRQ��7KH\�FLWH�%RRWK� HW� DO�·V� ������� UH�DQDO\VLV�RI� UHFHQW�:RUOG

%DQN�33$V�WKURXJK�DQ�DVVHWV�DQG�YXOQHUDELOLW\�OHQV��LQ�ZKLFK�JHQGHU�HPHUJHV�ORXG�DQG�FOHDU��IURP�LQVLJKWV

LQWR�LPSOLFDWLRQV�IRU�ZRPHQ·V�YXOQHUDELOLW\�DQG�ZHOOEHLQJ��DQG�ODFN�RI�DFFHVV�WR�SROLWLFDO�FDSLWDO��WR�JHQGHUHG

GLIIHUHQFHV�LQ�SULRULWLHV�IRU�SROLF\�FKDQJH��%DUHO\�DQ\�RI�WKHVH�LVVXHV�HPHUJH�LQ�WKH�%DQN·V�RZQ�YHUVLRQV��7R

EULQJ�WKHP�LQWR�YLHZ��WKH\�DUJXH��D�FRQFHSWXDO�OHQV�LV�QHHGHG�WKURXJK�ZKLFK�WR�¶UHDG·�WKHVH�ILQGLQJV��:KDW

*RHW]·��������ZRUN�VXJJHVWV��PRUHRYHU��LV�WKDW�WR�NHHS�JHQGHU�LQ�YLHZ�PRUH�LV�QHHGHG�WKDQ�ZD\V�RI�PDNLQJ

DQDO\VLV�PRUH�VHQVLWLYH�WR�JHQGHU�

����0DNLQJ�D�GLIIHUHQFH"

:KDW�GLIIHUHQFH�ZRXOG�WKH�XVH�RI�D�PRUH�H[SOLFLW�FRQFHSWXDO�IUDPHZRUN��FKDUDFWHULVWLF�RI�FXUUHQW�PRGHOV�RI

JHQGHU�DQDO\VLV�DQG�DGYRFDF\�RQ�JHQGHU� LVVXHV��PDNH"�7KH�6RXWK�$IULFD�33$� �0D\� HW� DO��������SURYLGHV� D

JRRG� H[DPSOH�� )RFXVLQJ� RQ� JHQGHUHG� SRZHUOHVVQHVV�� WKH� 6RXWK� $IULFD� 33$� UHSRUW� SURYLGHV� FRPSHOOLQJ

LQVLJKWV�LQWR�ZRPHQ·V�H[SHULHQFHV��VSHDNLQJ�RI�ZRPHQ·V�SRZHUOHVVQHVV�LQ�WKH�IDFH�RI�PDOH�YLROHQFH��DQG�RI

WKHLU�VWUDWHJLF�XVHV�RI�DYDLODEOH�SRZHU�LQ�¶PDQLSXODWLQJ·�PHQ�WR�KDQG�RYHU�WKHLU�ZDJHV��:KDW�LV�VWULNLQJ�DERXW

WKH�6$�33$�LV�LWV�IRFXV�RQ�WKH�PRUH�LQWLPDWH�GLPHQVLRQV�DQG�G\QDPLFV�RI�KHWHURVH[XDO�UHODWLRQVKLSV��JRLQJ

ZHOO� EH\RQG� WKH� JHQGHU�GLVDJJUHJDWHG� SLFWXUH� WKDW� HPHUJHV� IURP� RWKHU� 33$� ZRUN�� 7KH� SROLF\

UHFRPPHQGDWLRQV�WKDW�HPHUJHG�ZHUH�LQIOHFWHG�ZLWK�D�FRQFHUQ�WKDW�ZRPHQ·V�ZHOOEHLQJ�ZRXOG�QRW�EH�OHIW�RXW

RI�WKH�SLFWXUH�

:KDW� PDGH� WKLV� 33$� GLIIHUHQW"� $UJXDEO\�� WKH� DFFUHWLRQ� RI� H[SHULHQFH� LQ� 33$V� KHOSHG� WR� PDNH� LW

PHWKRGRORJLFDOO\� VXSHULRU� WR� RWKHUV�� 1*2V� ZLWK� ORQJHU�WHUP� UHODWLRQVKLSV� ZLWK� FRPPXQLWLHV� ZHUH� NH\

DFWRUV�� KLJK� OHYHO� RIILFLDOV� ZHUH� EURXJKW� LQWR� WKH� SURFHVV�� LQQRYDWLYH�PHWKRGV� FRPELQDWLRQV� HQVXUHG� WKDW

VRXQG� HYLGHQFH� FRXOG� EH� SURGXFHG� IRU� SROLF\� DGYRFDF\�� DQG� WKH� TXDOLW\� RI� WKH� RXWSXWV� ZHUH� KLJK�� %XW

HPSLULFDO�HYLGHQFH�DORQH�FDQQRW�HQVXUH�WKDW�JHQGHU�LVVXHV�PDNH�LW�LQWR�UHSRUWV�RU�SROLF\�UHFRPPHQGDWLRQV��,W
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VHHPV�WKDW�WKH�YLWDO�LQJUHGLHQW�KHUH�WKDW�PDGH�VXFK�D�GLIIHUHQFH�ZDV�WKH�LQFOXVLRQ�RI�IHPLQLVW�UHVHDUFKHUV�DQG

1*2V�LQ�WKH�ILHOG�WHDP��$QG�LW�ZDV�WKHLU�DJHQF\�DQG�WKHLU�DJHQGD�WKDW�VXUIDFHG�JHQGHU�LVVXHV�DQG�NHSW�WKHP

RQ� WKH�SROLF\� DJHQGD�� ,Q� WKLV� UHVSHFW�� WKH�SDUWLFLSDWRU\�GLPHQVLRQV�RI� WKH�6$�33$�KHOSHG� WR�RSHQ�XS� WKH

VSDFH� IRU� VWUDWHJLF� DGYRFDF\�RQ�ZRPHQ·V� FRQFHUQV�� WKLV�� FRXSOHG�ZLWK� WKH�XVH�RI� JHQGHU� DQDO\VLV� WR� JXLGH

ILHOGZRUN�DQG�DQDO\VLV��EURXJKW�JHQGHU�LVVXHV�WR�WKH�IRUH�

7KLV� H[DPSOH� HPSKDVLVHV� WKH� HPEHGGHGQHVV� RI� NQRZOHGJH� SURGXFWLRQ� LQ� WKH� DJHQF\� RI� WKRVH� ZKR

HQJDJH� LQ� WKH� SURFHVV�� ,W� DOVR� GUDZV� DWWHQWLRQ� WR� KRZ� FRQYHQWLRQDO� JHQGHU� DQDO\VLV� PLJKW� RFFOXGH� RWKHU

JHQGHUHG�YRLFHV��7KH�WZLVW�WR�WKLV�WDOH� LV� WKDW�IURP�WKH�YLHZSRLQW�RI�*$'��WKH�6$�33$�PLJKW�VHUYH�DV�DQ

H[HPSODU\�FDVH�RI�KRZ�JHQGHU�DQDO\VLV�DQG�JHQGHU�DGYRFDF\�FDQ�EH�HIIHFWLYHO\�EURXJKW�WR�EHDU�RQ�WKH�33$

SURFHVV�� %XW� WKH� 6$�33$� UHSRUW� LV� LQ� LWVHOI� HTXDOO\� H[HPSODU\� RI� WKH� OLPLWDWLRQV� RI� FRQYHQWLRQDO� JHQGHU

DQDO\VLV��DQ�LPSRUWDQW�PLVVLQJ�GLPHQVLRQ�LV�PHQ·V�SHUVSHFWLYHV�DV�PHQ��3HSSHUHG�ZLWK�WKH�YRLFHV�RI�ZRPHQ�

ZKRVH�WHVWLPRQLHV�SURYLGH�D�YLYLG�LOOXVWUDWLRQ�RI�WKH�GLPHQVLRQV�RI�SRZHU�DQG�SRZHUOHVVQHVV�WKDW�WKH�UHSRUW

GRHV�VR�PXFK�WR�KLJKOLJKW�� WKH�UHSRUW� LV�YLUWXDOO\�VLOHQW�ZKHQ�LW�FRPHV�WR�PHQ·V�YRLFHV�� ¶0HQ�KDYH�EHFRPH

PDUJLQDOLVHG� WKURXJK� XQHPSOR\PHQW�� VRFLDO� LQVWLWXWLRQV� DQG� WKH� DEVHQFH� RI� DOWHUQDWLYH� RSSRUWXQLWLHV·

������������WKH�DXWKRUV�QRWH��%XW�UDWKHU�WKDQ�HOLFLWLQJ�PHQ·V�YLHZV�RQ�WKH�LVVXHV�WKLV�UDLVHV�IRU�WKHP�DV�PHQ�

WKH� DXWKRUV� FRQFOXGH�� ¶DV� D� UHVXOW�� >PHQ@� SRVH� DQ� HFRQRPLF� DQG� SK\VLFDO� WKUHDW� WR� ZRPHQ� DQG� FKLOGUHQ·

������������,Q�WKLV�ZD\��WKH�SHUVSHFWLYHV�PHQ�PLJKW�KDYH�RQ�WKHVH�LVVXHV�DUH�HFOLSVHG�E\�WKH�XVH�RI�D�JHQHULF

FDWHJRU\�RI�PHQ�LQ�JHQHUDO��WKHPVHOYHV�SHUFHLYHG�DV�¶WKH�SUREOHP·��&RUQZDOO�������

7KLV� H[DPSOH� LOOXVWUDWHV� WKH�GDQJHUV�RI� HTXDWLQJ� ¶JHQGHU·�ZLWK� ¶ZRPHQ·� DQG�� LQ� WKH�SURFHVV�� IDLOLQJ� WR

FDSWXUH� PHQ·V� SHUVSHFWLYHV� RQ� JHQGHUHG� SRZHUOHVVQHVV�� 5RVHPDU\� 0F*HH� �SHUV�� FRPP��� UHSRUWV� WKDW� LQ

ILHOGZRUN� IRU� WKH�8JDQGD�3DUWLFLSDWRU\�3RYHUW\�$VVHVVPHQW� �833$3�� VRPH� \RXQJ�PHQ� VSRNH� DERXW� WKHLU

JHQGHUHG� YXOQHUDELOLWLHV�� 8QDEOH� WR� DIIRUG� HGXFDWLRQ�� ZLWK� QR� ODQG� RU� MREV�� \RXQJ� PHQ� DUH� HFRQRPLFDOO\

DOLHQDWHG��6RPH�PRYH�LQ�ZLWK�ROGHU�ZRPHQ�DV�WKHLU�¶FRQFXELQHV·�DV�D�ZD\�WR�PDQDJH��ZKLFK�FKDOOHQJHV�WKHLU

VHQVH�RI�VHOI�DQG�OHDYHV�WKHP�LQ�DQ�LQVHFXUH�DQG�YXOQHUDEOH�SRVLWLRQ��$V�ORQJ�DV�SROLF\�QDUUDWLYHV�RQ�JHQGHU

DUH�IUDPHG�DV�EHLQJ�DERXW�¶ZRPHQ·V�LVVXHV·��WKH�YRLFHV�RI�WKHVH�\RXQJ�PHQ�DOO�WRR�HDVLO\�EHFRPH�VXEPHUJHG

ZLWKLQ�WKH�JHQHULF�FDWHJRU\�¶WKH�SRRU�·

��� �0$.,1*�025(�2)�',))(5(1&(

,Q� WKLV� SDSHU�� ,� KDYH� WDNHQ� VQDSVKRWV� IURP� WKH� SUDFWLFH� RI� SDUWLFLSDWRU\� GHYHORSPHQW� DV� D� IRFXV� IRU� DQ

DQDO\VLV� WKDW� H[SORUHV� VRPH� RI� WKH� SRWHQWLDOV� DQG� VWXPEOLQJ� EORFNV� RI� D� JHQGHU�DZDUH� DSSURDFK� WR

SDUWLFLSDWRU\�GHYHORSPHQW��:KDW� LV�HYLGHQW� LV� WKDW�XQOHVV�HIIRUWV�DUH�PDGH� WR�HQDEOH�PDUJLQDO�YRLFHV� WR�EH

UDLVHG� DQG� KHDUG�� FODLPV� WR� LQFOXVLYHQHVV� PDGH� RQ� EHKDOI� RI� SDUWLFLSDWRU\� GHYHORSPHQW� ZLOO� FRQWLQXH� WR

DSSHDU�UDWKHU�HPSW\��5HPHGLHV�VXFK�DV�UHTXLULQJ�WKH�UHSUHVHQWDWLRQ�RI�ZRPHQ�RQ�FRPPLWWHHV�RU�PDNLQJ�VXUH

WKDW�ZRPHQ�DUH�FRQVXOWHG�DUH�QHFHVVDU\�EXW�QRW�VXIILFLHQW��7KH�FKDOOHQJH�RI�LQFOXVLRQ�UHTXLUHV�PRUH�WKDQ�WKH

VKRUW�WHUP�SURMHFWV�FKDUDFWHULVWLF�RI�PXFK�GHYHORSPHQW�HIIRUW��,W�WDNHV�WLPH��DQG�UHVWV�RQ�PRUH�WKDQ�VLPSO\

LQYLWLQJ�SHRSOH�WR�SDUWLFLSDWH��0RUH�DWWHQWLRQ�PXVW�EH�SDLG�WR�VWUHQJWKHQLQJ�WKH�FDSDELOLWLHV�RI�ZRPHQ���DQG

PHQ��SDUWLFXODUO\�WKRVH�ZKR�DUH�PRUH�PDUJLQDO���WR�DFW�DV�¶PDNHUV�DQG�VKDSHUV�·�UDWKHU�WKDQ�VLPSO\�DV�¶XVHUV

DQG�FKRRVHUV·� �&RUQZDOO�DQG�*DYHQWD��������:RUNLQJ�ZLWK�GLIIHUHQFH�UHTXLUHV�VNLOOV� WKDW�KDYH�EHHQ�XQGHU�
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HPSKDVLVHG� LQ� PXFK� UHFHQW� SDUWLFLSDWRU\� GHYHORSPHQW� ZRUN�� DGYRFDF\�� FRQIOLFW� UHVROXWLRQ�� DVVHUWLYHQHVV

WUDLQLQJ��0RVVH�������:HOERXUQ�������*XLMW�DQG�.DXO�6KDK�������

$�PRUH�IXQGDPHQWDO�REVWDFOH�UHPDLQV�LQ�WKH�TXHVW�IRU�HTXLWDEOH�GHYHORSPHQW��7KH�HWKLF�RI�SDUWLFLSDWRU\

GHYHORSPHQW�DQG�RI�*$'�LV�XOWLPDWHO\�DERXW�FKDOOHQJLQJ�DQG�FKDQJLQJ�UHODWLRQV�RI�SRZHU�WKDW�REMHFWLI\�DQG

VXEMXJDWH� SHRSOH�� OHDYLQJ� WKHP� ZLWKRXW� D� YRLFH�� <HW� WKH� ZD\V� LQ� ZKLFK� ¶JHQGHU·� LV� IUDPHG� LQ� ERWK

SDUWLFLSDWRU\� DQG� ¶JHQGHU�DZDUH·� GHYHORSPHQW� LQLWLDWLYHV� FRQWLQXHV� WR� SURYLGH� D� EDUULHU� WR� WUDQVIRUPDWLRQ�

7KURXJKRXW�WKLV�SDSHU��,�KDYH�DWWHPSWHG�WR�KLJKOLJKW�VRPH�RI�WKH�SUREOHPDWLF�FRQVHTXHQFHV�RI�HVVHQWLDOLVLQJ

¶ZRPHQ�·�,W�LV��KRZHYHU��LQ�WKH�HVVHQWLDOLVPV�WKDW�VXUURXQG�WKH�ZD\V�LQ�ZKLFK�¶PHQ·�DUH�WUHDWHG�LQ�JHQGHU�DQG

GHYHORSPHQW�WKDW�VRPH�RI�WKH�PRVW�IXQGDPHQWDO�SUREOHPV�OLH��&RUQZDOO��������0D\RX[���������IRU�H[DPSOH�

VOLSV� LQWR� WKH� ¶PHQ�DV�WKH�SUREOHP·�GLVFRXUVH�� DUJXLQJ� WKDW� LQFUHDVLQJ�PDOH�SDUWLFLSDWLRQ� FDQ�EULQJ� DERXW� D

IXUWKHU� HQWUHQFKPHQW� RI� PDOH� RSSRVLWLRQ� WR� JHQGHU� HTXDOLW\�� %XW� ZK\� VKRXOG� LQFUHDVLQJ� ZRPHQ·V

SDUWLFLSDWLRQ�EH�VHHQ�DV�D�*RRG�7KLQJ�IRU�JHQGHU�HTXDOLW\��ZKLOH�LQYROYLQJ�PRUH�PHQ�EH�VHHQ�DV�D�SRWHQWLDO

SUREOHP"�:KDW�DUH�WKH�LPSOLFDWLRQV�RI�VHHLQJ�ZRPHQ·V�SDUWLFLSDWLRQ�²�RU�PHQ·V�SDUWLFLSDWLRQ�IRU�WKDW�PDWWHU

²�VROHO\�LQ�WHUPV�RI�JHQGHU"

,URQLFDOO\�� ¶JHQGHU�VHQVLWLYH·� LQWHUYHQWLRQV� PD\� UHPDLQ� SURIRXQGO\� LQVHQVLWLYH� WR� WKH� G\QDPLFV� RI

GLIIHUHQFH��SUHFLVHO\�EHFDXVH�RI�WKH�DVVXPSWLRQV�WKDW�DUH�PDGH�DERXW�¶JHQGHU�·�.DQGL\RWL�QRWHV�¶WKH�EOLQNHULQJ

DQG�GLVWRUWLRQ�WKDW�PD\�UHVXOW�IURP�WKH�LPSRUWDWLRQ�RI�:HVWHUQ�IHPLQLVW�FRQFHUQV�DQG�XQLWV�RI�DQDO\VLV�LQWR

JHQGHU�DQG�GHYHORSPHQW�ZULWLQJ�·�DUJXLQJ�WKDW

:H�PD\� KDYH� WR� UHPDLQ� DJQRVWLF� RYHU� WKH� UHOHYDQFH� DQG� XWLOLW\� RI� WKH� FDWHJRU\� RI� JHQGHU� LWVHOI� LI� LW

OHVVHQV�RXU�DOHUWQHVV�DQG�VHQVLWLYLW\� WR� WKH�P\ULDG�IRUPV�ZKLFK� VRFLDO�RUJDQLVDWLRQ�DQG�KLHUDUFK\�PD\

WDNH�DQG�LI�LW�UHVXOWV�LQ�H[WUDFWLQJ�PHQ�DQG�ZRPHQ�DV�VRFLDO�FDWHJRULHV�IURP�WKH�FRQWH[WV�LQ�ZKLFK�WKH\

DUH�HPEHGGHG�������������

<HW�,�ZRXOG�DUJXH��ZLWK�6FRWW���������WKDW�¶JHQGHU·�UHPDLQV�XVHIXO��SUHFLVHO\�EHFDXVH�LW�VLJQLILHV�DQ�DVSHFW�RI

DOO� VRFLDO� UHODWLRQVKLSV� DQG�D� UHODWLRQ�RI�SRZHU��:KDW� LV� DW� LVVXH�KHUH� LV� WKH� VOLSSDJH�EHWZHHQ� ¶JHQGHU·� DQG

¶ZRPHQ·�DQG�WKH�ZD\V� LQ�ZKLFK� ¶JHQGHU�UHODWLRQV·�FRPH�WR�EH�XQGHUVWRRG��7KH�VWUDWHJLF�XVH�RI�D�XQLYHUVDO

FDWHJRU\�¶ZRPDQ·�FRQWLQXHV�WR�PDNH�JRRG�SROLWLFDO�VHQVH�LQ�VRPH�FRQWH[WV�DQG�IRU�VRPH�SXUSRVHV��ZRPHQ·V

UHSURGXFWLYH� ULJKWV� DUH� DQ� H[FHOOHQW� H[DPSOH��%XW� DOORZLQJ� HVVHQWLDOLVPV� WR� VSLOO� RYHU� LQWR� WKH� YDVWO\�PRUH

PHVV\� UHDOLWLHV� RI� GHYHORSPHQW� SUDFWLFH� ULVNV� RYHUORRNLQJ� FRPSOHWHO\� WKRVH� UHODWLRQVKLSV� WKDW� PDNH� PRVW

GLIIHUHQFH�WR�ZRPHQ·V�DQG�PHQ·V�OLYHV�DQG�OLYHOLKRRGV��7KHVH�DUH�¶JHQGHU�UHODWLRQV�·�EXW�WKH\�H[WHQG�EH\RQG

FRQYHQWLRQDO�GHILQLWLRQV�WR�HPEUDFH�UHODWLRQV�RI�SRZHU�LQ�ZKLFK�JHQGHU�LV�EXW�RQH�DVSHFW�LQ�D�FRQVWHOODWLRQ

RI� LQWHUVHFWLQJ� GLIIHUHQFHV�� 5HFRJQLVLQJ� WKHVH� FRPSOH[LWLHV� DQG� PRYLQJ� EH\RQG� XQSURGXFWLYH�� ORDGHG

JHQHUDOLVDWLRQV�DERXW�¶ZRPHQ·�DQG�¶PHQ·�LV�WR�PRYH�WRZDUGV�DGGUHVVLQJ�WKH�IXQGDPHQWDO�LVVXHV�RI�SRZHU�DW

VWDNH�

6KLIWLQJ� WKH� IRFXV� IURP� IL[HG� LGHQWLWLHV� WR� SRVLWLRQV� RI� SRZHU� DQG� SRZHUOHVVQHVV� RSHQV� XS� QHZ

SRVVLELOLWLHV�IRU�DGGUHVVLQJ�LVVXHV�RI�HTXLW\��,Q�SUDFWLFDO�GHYHORSPHQW�WHUPV��WKLV� LPSOLHV�PRUH�RI�D�UROH�IRU

SDUWLFLSDWRU\�DSSURDFKHV�WR�H[SORUH��DQDO\VH�DQG�ZRUN�ZLWK�WKH�GLIIHUHQFHV�WKDW�SHRSOH� LGHQWLI\�ZLWK��UDWKHU

WKDQ� IRU� LGHQWLI\LQJ� WKH� ¶QHHGV·� RI� SUHGHWHUPLQHG� FDWHJRULHV� RI� SHRSOH�� 7KLV� FDOOV� IRU� DQ� DSSURDFK� WKDW� LV
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VHQVLWLYH� WR� ORFDO� GLPHQVLRQV� RI� GLIIHUHQFH� DQG� ZRUNV� ZLWK� WKHVH� GLIIHUHQFHV� WKURXJK� EXLOGLQJ� RQ

LGHQWLILFDWLRQV�UDWKHU� WKDQ�VXSHU�LPSRVHG� LGHQWLWLHV�27� ,Q�WKLV�ZD\�� FRQFHUQV� WKDW� DUH�FRQYHQWLRQDOO\� VHHQ�DV

¶JHQGHU�LVVXHV·���VXFK�DV�YLROHQFH�DJDLQVW�ZRPHQ���FDQ�EHFRPH�SRLQWV�RI�LGHQWLILFDWLRQ�WKDW�VRPH�ZRPHQ��DQG

VRPH�PHQ��FDQ�PRELOLVH�DURXQG�DV�HQWU\�SRLQWV�IRU�FKDQJH��VHH�*UHLJ�������&RUQZDOO�������

7KLV�ZRXOG�QRW�SUHFOXGH�D�GLUHFW�IRFXV�RQ�LVVXHV�WKDW�ZRPHQ�LQ�JHQHUDO�PLJKW�FRPPRQO\�LGHQWLI\�ZLWK�

,W�ZRXOG�QRW� UHTXLUH� DEDQGRQLQJ�FRPSOHWHO\� WKH� LPSRUWDQW�VWUXJJOH� IRU�ZRPHQ·V� ULJKWV��%XW� LW�ZRXOG�KHOS

PRYH�EH\RQG�WKH�DVVXPSWLRQ�WKDW�DOO�ZRPHQ�LGHQWLI\�ZLWK�¶JHQGHU�LVVXHV·�DQG�WKDW�EULQJLQJ�DERXW�FKDQJH�LV�D

]HUR�VXP�JDPH�LQ�ZKLFK�ZRPHQ�LQ�JHQHUDO�DUH�SLWWHG�DJDLQVW�PHQ�LQ�JHQHUDO��,Q�GRLQJ�VR��LW�ZRXOG�UHFRJQLVH

WKDW�VRPH�PHQ�PD\�EH�MXVW�DV�DIIURQWHG�E\�WKH�H[FOXVLRQ�RI�ZRPHQ�DQG�PD\�EH�LPSRUWDQW�DOOLHV�LQ�FRPEDWLQJ

LWV�HIIHFWV��DQG�WKDW�VRPH�PHQ�DUH�WKHPVHOYHV�H[FOXGHG�IURP�GHYHORSPHQW�LQLWLDWLYHV�WKDW�DSSHDU�WR�EHQHILW

PHQ�LQ�JHQHUDO��(TXDOO\��LW�ZRXOG�VHUYH�WR�WDFNOH�VRPH�RI�WKH�FRQVHTXHQFHV�RI�GHILQLQJ�LQWHUYHQWLRQV�LQ�WHUPV

WKDW�IDLO�WR�HPEUDFH�WKH�QHHGV�RI�ZRPHQ�DQG�PHQ�ZKR�IDOO�RXWVLGH�WKH�ERXQGDULHV�FUHDWHG�E\�DVVXPSWLRQV

DERXW�¶ZRPHQ·V�QHHGV�·�DV�LV�WKH�FDVH�LQ�GRPDLQV�OLNH�UHSURGXFWLYH�KHDOWK��*UHHQH�������&RUQZDOO�����E��

&KDQJLQJ� WKH� IUDPH� WR� IRFXV� RQ� UHODWLRQV� DQG�SRVLWLRQV� RI�SRZHU� DQG�SRZHUOHVVQHVV� RIIHUV� DQ� HQWU\

SRLQW�IRU�UHWKLQNLQJ�DSSURDFKHV�WR�JHQGHU�DQG�SDUWLFLSDWLRQ��:KLOH�WKH�WHQVLRQV�RXWOLQHG�DW�WKH�VWDUW�RI�WKLV

SDSHU� FRQWLQXH� WR� SURYLGH� REVWDFOHV� WR�PDNLQJ� SDUWLFLSDWLRQ� LQ� GHYHORSPHQW�PRUH� VHQVLWLYH� WR� GLIIHUHQFH�

WKH\�DOVR�RIIHU�RSSRUWXQLWLHV� IRU�EULGJH�EXLOGLQJ� WKDW�FDQ�PDNH� WKH�PRVW�RI�SRLQWV�RI� FRQQHFWLRQ�EHWZHHQ

*$'�DQG�SDUWLFLSDWRU\�GHYHORSPHQW��7KH�P\WKV�DQG�DVVXPSWLRQV�WKDW�XQGHUOLH�DSSURDFKHV� WR�JHQGHU� DQG

SDUWLFLSDWLRQ�KDYH�VHUYHG�LPSRUWDQW�SXUSRVHV�LQ�SXWWLQJ�WKHVH�LVVXHV�RQ�WKH�GHYHORSPHQW�DJHQGD��7KH�WLPH

KDV� FRPH��KRZHYHU�� WR�PRYH�EH\RQG� LPSRVLQJ� WKH� VWUDLWMDFNHW� RI� WKH� FDWHJRULHV� DQG� FRQFHSWV� WKDW� FRPHV

ZLWK�FRQYHQWLRQDO�DSSURDFKHV�WR�JHQGHU��RU�VXSHULPSRVLQJ�P\WKV�RI�FRPPXQLW\�RQ�WKH�FRQWHVWHG�WHUUDLQ�RI

SDUWLFLSDWRU\�GHYHORSPHQW��7R�UHDOLVH�WKH�SRWHQWLDO�RI�VKDUHG�FRPPLWPHQW�WR�YRLFH�DQG�FKRLFH��QHZ�DOOLDQFHV

DUH� QHHGHG� WKDW� FDQ� ERWK� DFNQRZOHGJH� WKH� GLYHUVLW\� RI� UHODWLRQV�� LQVWLWXWLRQV� DQG� LQWHUDFWLRQV� WKDW� VXVWDLQ

SRYHUW\� DQG�SRZHUOHVVQHVV� DQG�VHHN�QHZ�ZD\V� WR�EULQJ�DERXW�FKDQJH��7KH�FKDOOHQJH�DKHDG� OLHV� LQ�KRZ� WR

UHIDVKLRQ�RXU� WRROV� DQG� UHIRUPXODWH� RXU� VWUDWHJLHV� WR� FDSWXUH� WKHVH� RSSRUWXQLWLHV� DQG� WR�PDNH�PRUH� RI� D

GLIIHUHQFH�
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� 5D]DYL�DQG�0LOOHU·V��������RYHUYLHZ�SURYLGHV�DQ�H[FHOOHQW�DFFRXQW�RI�WKH�HPHUJHQFH�RI�:RPHQ�LQ�'HYHORSPHQW
�:,'��DQG�*HQGHU�DQG�'HYHORSPHQW��*$'���DQG�LQVLJKWIXO�DQDO\VLV�RI�WKH�GLVFXUVLYH�FRQVWUXFWLRQ�RI�¶JHQGHU·�LQ
RSHUDWLRQDO�IUDPHZRUNV�XVHG�

2 7KLV�� WRR�� KDV� FRQVLGHUDEOH� LPSOLFDWLRQV� IRU� JHQGHU�� /LVWHU� DUJXHV�� ¶&LWL]HQVKLS� DV� SDUWLFLSDWLRQ� FDQ� EH� VHHQ� DV
UHSUHVHQWLQJ�DQ�H[SUHVVLRQ�RI�KXPDQ�DJHQF\� LQ� WKH�SROLWLFDO�DUHQD��EURDGO\�GHILQHG��FLWL]HQVKLS�DV� ULJKWV� HQDEOHV
SHRSOH� WR� DFW� DV� DJHQWV�� 6XFK� D� FRQFHSWXDOLVDWLRQ� RI� FLWL]HQVKLS� LV�� ,� ZRXOG� DUJXH�� SDUWLFXODUO\� LPSRUWDQW� LQ
FKDOOHQJLQJ�WKH�FRQVWUXFWLRQ�RI�ZRPHQ��DQG�HVSHFLDOO\�PLQRULW\�JURXS�ZRPHQ��DV�SDVVLYH�YLFWLPV��ZKLOVW�NHHSLQJ
VLJKW�RI� WKH�GLVFULPLQDWRU\�DQG�RSSUHVVLYH�PDOH�GRPLQDWHG�SROLWLFDO��HFRQRPLF� DQG� VRFLDO� LQVWLWXWLRQV�ZKLFK� VWLOO
GHQ\�ZRPHQ�IXOO�FLWL]HQVKLS·�������������

3 $W� WKH� �����1*2�:RUOG� %DQN� FRQIHUHQFH� RQ�PDLQVWUHDPLQJ� SDUWLFLSDWLRQ� LQ�:DVKLQJWRQ�'�&��� IRU� H[DPSOH�
WKHUH�ZDV�OLWWOH�PHQWLRQ�RI�WKH�JHQGHUHG�GLPHQVLRQV�RI�SDUWLFLSDWLRQ�DQG�QR�PHQWLRQ�RI�ZKDW�FRXOG�EH�OHDUQW�IURP
DWWHPSWV�WR�PDLQVWUHDP�JHQGHU�

4 7KLV� LV� RI� FRXUVH� QRW� WR� VD\� WKDW�ZULWLQJV� RQ�35$� DUH� DWKHRUHWLFDO��$� FORVH� UHDGLQJ� RI�&KDPEHUV·� �������ZRUN
ZRXOG�VXJJHVW�UHVRQDQFHV�ZLWK�D�)RXFDXOGLDQ�WKHRULVDWLRQ�RI�SRZHU�NQRZOHGJH��VHH�*DYHQWD�DQG�&RUQZDOO�������
<HW�WKH�HPSKDVLV�RQ�EXLOGLQJ�FRQVHQVXV�WKURXJK�PXWXDO�XQGHUVWDQGLQJ�DOVR�KDV�UHVRQDQFHV�ZLWK�+DEHUPDV�������
DQG� KLV� ¶FRPPXQLFDWLYH� UDWLRQDOLW\�·� 7KH� LPSOLFLW� HSLVWHPRORJLFDO� UHODWLYLVP� RI� 35$�� ZLWK� LWV� HPSKDVHV� RQ
H[SORULQJ�PXOWLSOH�� VLWXDWHG�NQRZOHGJHV�UDWKHU� WKDQ�DUULYLQJ�DW�DQ\�VLQJOH� ¶WUXWK·� DUH� VHW�ZLWKLQ� DQ�DSSURDFK� WKDW
JURXQGV�WKLV�H[SORUDWLRQ�LQ�WKH�PDWHULDOLWLHV�RI�DQ�RQWRORJLFDOO\�¶UHDO·�ZRUOG��,W�PLJKW��WKHQ��EH�WKHRULVHG�DV�D�IRUP
RI� FULWLFDO� UHDOLVP��:KDW� LV� VLJQLILFDQW� KHUH� LV� WKDW� WKH� SUHVHQWDWLRQ� RI� 35$� DV� DQ� DWKHRUHWLFDO�� FRPPRQ� VHQVH
DSSURDFK�KDV�HQDEOHG�D�GLYHUVH�UDQJH�RI�SHRSOH�WR�WDNH�XS�DQG�XVH�LWV�PHWKRGV�DQG�SULQFLSOHV��$V�&KDPEHUV��SHUV�
FRPP���DUJXHV��PRUH�H[SOLFLW�WKHRULVDWLRQ�PLJKW�ZHOO�KDYH�FORVHG�VSDFHV�IRU�HQJDJHPHQW�

5 7KHUH�LV�D�SURIXVLRQ�RI�DFURQ\PV�DQG�DSSURDFKHV��7KH�SULQFLSDO�DSSURDFKHV�LQFOXGH��7UDLQLQJ�IRU�7UDQVIRUPDWLRQ
�+RSH� DQG� 7LPPHO� ������� 3DUWLFLSDWRU\� 5HVHDUFK� DQG� 3DUWLFLSDWRU\�$FWLRQ� 5HVHDUFK� �7DQGRQ� ������ 3DUN� HW� DO�
������ )DOV�%RUGD� DQG� 5DKPDQ� ������ 5HDVRQ� ������� 3DUWLFLSDWRU\� 5XUDO� $SSUDLVDO� �&KDPEHUV� ������ ������
3DUWLFLSDWRU\�7KHDWUH��0GD�������%RDO��������6HH�&RUQZDOO�DQG�-HZNHV��������IRU�D�FRPSDUDWLYH�DFFRXQW�RI�VRPH
RI�WKHVH�PHWKRGRORJLHV�

6 0RVW�REYLRXVO\��WKHVH�GLIIHUHQFHV�LQFOXGH�WKH�WHQVLRQV�EHWZHHQ�PDWHULDOLVW�IHPLQLVW�DQG�OLEHUDO�IHPLQLVW�DSSURDFKHV
WR�GHYHORSPHQW� ��PLUURULQJ� WHQVLRQV�EHWZHHQ�VRFLDOLVW�� UDGLFDO�DQG� OLEHUDO� IHPLQLVP� LQ� WKH�����V� DQG�����V� �VHH
0RRUH��������0RUH�UHFHQWO\��WKHVH�WHQVLRQV�KDYH�EHHQ�IXUWKHU�FRPSOLFDWHG�E\�WKH�LPSOLFDWLRQV�RI�DQWL�HVVHQWLDOLVW
FULWLTXHV��VHH��IRU�H[DPSOH��0RXIIH�������%XWOHU�������GH�/DXUHWLV�������:LHULQJD�������

7 1HOVRQ�DQG�:ULJKW��������FKDUDFWHULVH�WKLV�DV�D�GLVWLQFWLRQ�EHWZHHQ�SDUWLFLSDWLRQ�DV�D�PHDQV�DQG�SDUWLFLSDWLRQ�DV
DQ�HQG��7KLV�LV�QRW�HQWLUHO\�SURGXFWLYH��DV�SDUWLFLSDWLRQ�DV�DQ�HQG�WHQGV�LQ�LWVHOI�WR�LPSO\�SDUWLFLSDWLRQ�DV�D�PHDQV
WRZDUGV�WKDW�HQG�

8 7KHVH� W\SRORJLHV� GUDZ� DWWHQWLRQ� WR� WKH� GLIIHUHQW� SRWHQWLDO� LQWHUSUHWDWLRQV� RI� SDUWLFLSDWLRQ�� IURP� LQGXFHG
SDUWLFLSDWLRQ� WKURXJK� WR� SURFHVVHV� RI� LQWHUDFWLYH� OHDUQLQJ� DQG� FROOHFWLYH� DFWLRQ� �VHH�� IRU� H[DPSOH�� +DUW� �����
3UHWW\�������&RUQZDOO�������

9 ,PSRUWDQWO\��LW�RYHUFRPHV�WKH�LPSOLFDWLRQ�LQKHUHQW�LQ�PDQ\�RI�WKHVH�W\SRORJLHV�LGHQWLILHG�E\�*XLMW�DQG�.DXO�6KDK
�������� WKDW� SDUWLFLSDWRU\� SURMHFWV� LQYROYH� D� SURJUHVVLRQ� WR� ZKDW� *XLMW� �����D�� KDV� FDOOHG� WKH� ¶QLUYDQD·� RI
SDUWLFLSDWLRQ�

10 ,VVXHV�RI�DJHQF\� LQ�WKH�SURMHFW�FRQWH[W�H[WHQG�EH\RQG�WKH� LQWHQWLRQV�RI�WKH�GHYHORSHUV�WKHPVHOYHV��KRZ� WKH�VR�
FDOOHG� ¶EHQHILFLDULHV·� WKHPVHOYHV� LQWHUSUHW� SURMHFW� DLPV� DQG� DUH� DEOH� WR� XVH� WKHLU� DJHQF\� WR� RULHQW� GHYHORSPHQW
SURMHFW�WR�WKHLU�SURMHFWV�EHFRPHV�KLJKO\�VLJQLILFDQW��$UFH�HW�DO��������-DFNVRQ�������+DUULVRQ�����D������E��

11 0RO\QHX[� ������� PDNHV� WKH� SRLQW� WKDW� ¶ZRPHQ·V� LQWHUHVWV·� DQG� ¶ZRPHQ·V� JHQGHU� LQWHUHVWV·� DUH� QRW� DOZD\V
FRLQFLGHQW��QRU�DUH� ¶ZRPHQ·V� LQWHUHVWV·�QHFHVVDULO\�EDVHG�RQ�DQ�LGHQWLILFDWLRQ�DV�ZRPHQ��8QIRUWXQDWHO\��PXFK�RI
WKH�SRZHU�RI�0RO\QHX[·V�LQFLVLYH�DFFRXQW�GLVDSSHDUV�LQ�WKH�FRQYHUVLRQ�RI�¶LQWHUHVWV·�LQWR�¶QHHGV·�LQ�0RVHU·V�������
HODERUDWLRQ�RI�¶SUDFWLFDO·�DQG�¶VWUDWHJLF·�QHHGV��VHH�:LHULQJD�������IRU�D�ZHOO�IRXQGHG�FULWLTXH��

12 6WXGLHV�RI�WKH�LQYROYHPHQW�RI�¶HOLWH·�ZRPHQ�LQ�ZRPHQ·V�JURXSV�LQ�$IULFD��IRU�H[DPSOH��VXJJHVW�WKDW�HOLWH�ZRPHQ
FDQ�PDNH� XVH� RI� WKHVH� IRUD� WR� JDLQ� DFFHVV� WR� UHVRXUFHV�� DQG� WKDW� D� VKDUHG� JHQGHU� LGHQWLW\� UDUHO\� VHUYHV� DV� DQ
LPSRUWDQW�EDVLV�IRU�DOOLDQFHV��YRQ�%XORZ�������+DUULVRQ�����E��

13 7KLV�FRPSOH[�GHEDWH�JRHV�EH\RQG�WKH�VFRSH�RI�WKLV�SDSHU�
14 :KDW�PDNHV�D�SURFHVV�¶SDUWLFLSDWRU\·�UHVWV�RQ�PRUH�WKDQ�WKH�XVH�RI�¶SDUWLFLSDWRU\�PHWKRGV·��LW�UHVLGHV�PRUH�LQ�WKH

ORFXV� RI� FRQWURO� RYHU�ZKDW� GHFLVLRQV� DUH�PDGH�� DW� HDFK� VWDJH�� ZKDW� WKHVH�PHWKRGV� DUH� XVHG� IRU� DQG� E\�ZKRP
�&RUQZDOO�DQG�-HZNHV�������

15 7KH� .5,%3� LV� D� ELODWHUDOO\� IXQGHG� SURMHFW� VLWXDWHG� LQ� WKH� %KLO� WULEDO� UHJLRQ� RI� :HVWHUQ� ,QGLD�� PDQDJHG� DQG
LPSOHPHQWHG�E\�WKH�.ULVKDN�%KDUDWL�&RRSHUDWLYH�/WG��$W�WKH�WLPH�0RVVH·V�DUWLFOH�ZDV�ZULWWHQ��LW�ZDV�VXSSRUWHG�E\
WKH�8.�2YHUVHDV�'HYHORSPHQW�$GPLQLVWUDWLRQ��2'$���QRZ�WKH�'HSDUWPHQW�IRU�,QWHUQDWLRQDO�'HYHORSPHQW��,WV
JRDO� ZDV� WR� LPSURYH� WKH� OLYHOLKRRGV� RI� SRRU� IDUPHUV� WKURXJK� WKH� XVH� RI� D� SDUWLFLSDWRU\� DQG� SRYHUW\�IRFXVHG
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DSSURDFK� WR� IDUPLQJ� V\VWHPV� GHYHORSPHQW�� IRFXVLQJ� RQ� LQFUHDVLQJ� ORFDO� UHVRXUFH�PDQDJHPHQW� FDSDELOLWLHV� DQG
LPSURYLQJ�WKH�DELOLW\�RI�WKH�SRRUHVW�WR�DFFHVV�JRYHUQPHQW�SURJUDPPHV�

16 9HUVLRQV�RI�WKLV�¶35$�SDFNDJH·�KDYH�EHFRPH�FRPPRQ�IDUH�WKH�ZRUOG�RYHU��DOWKRXJK�PRUH�UHFHQWO\�LW�KDV�EHFRPH
FRPPRQ�SUDFWLFH� WR�GLYLGH�JURXSV�DFFRUGLQJ� WR�DJH�DQG�JHQGHU��$�SRSXODU� UHFLSH� IRU� WKHVH� ¶35$V·� LV� D�RQH�RII
LQFXUVLRQ� LQWR� YLOODJHV�ZKLFK� UHVXOWV� LQ� D� ¶FRPPXQLW\� DFWLRQ� SODQ�·� DVVHPEOHG� DV� D� QRWLRQDOO\� FRQVHQVXDO� RXWSXW
DIWHU�WKUHH�WR�ILYH�GD\V�

17 6LPSO\�¶DVNLQJ�WKH�FRPPXQLW\·�IRU�D�WLPH�FRQYHQLHQW�WR�WKHP�PD\�KDYH�WKH�VDPH�HIIHFW��,Q�D�*DPELDQ�FDVH�YLOODJH
PHQ�RQ�EHKDOI�RI�¶WKH�FRPPXQLW\·�SLFNHG�D�¶VXLWDEOH·�WLPH�IRU�D�WHDP�RI�WUDLQHHV�WR�YLVLW�ZKLFK�FRLQFLGHG�ZLWK�D
PDMRU�FHUHPRQLDO�HYHQW�IRU�YLOODJH�ZRPHQ��.DQH�HW�DO��������

18 5DQNLQJ�KRXVHKROGV�DV�XQGLIIHUHQWLDWHG�XQLWV�PDVNV�LQWUD�KRXVHKROG�GLIIHUHQFH��-DFNVRQ��������EXW�WKLV�WHFKQLTXH
FDQ�DOVR�EH�XVHG�WR�UDQN� LQGLYLGXDOV�WKHQ�PDS�LQGLYLGXDO�UDQNV�RQWR�KRXVHKROG�FOXVWHUV��ZKLFK�GUDZV�DWWHQWLRQ�WR
SUHFLVHO\�WKHVH�GLIIHUHQFHV�

19 0RVVH�VXJJHVWV�WKDW�XVLQJ�35$�LQ�QRQ�SXEOLF�FRQWH[WV�ZRXOG�DGGUHVV�H[FOXVLRQ�IURP�¶IRUPDO�·�SXEOLF�VSDFHV��%XW
SXEOLF�SODFHV�DUH�QRW�QHFHVVDULO\� OHVV�GHVLUDEOH�SODFHV�WR�KROG�GLVFXVVLRQV�ZLWK�ZRPHQ��DV�+LQWRQ�IRXQG�LQ�ZRUN
ZLWK�%KXWDQHVH� UHIXJHHV� LQ�1HSDO��ZRPHQ�SUHIHUUHG�QRW� WR� KDYH�GLVFXVVLRQV� LQ� WKHLU� RZQ�KRPHV�� DV� WKH\�ZHUH
PRUH�OLNHO\�WR�EH�LQWHUUXSWHG�RU�RYHUKHDUG��+LQWRQ�������

20 $V� -RQID� HW� DO�� �������� IRU� H[DPSOH�� IRXQG� LQ� D� VHWWLQJ� ZKHUH� ZRPHQ� ZHUH� VLOHQW� REVHUYHUV� RI� D� ¶FRPPXQLW\·
UHVRXUFH� PDSSLQJ� H[HUFLVH�� RQFH� ZRPHQ� DQG� FKLOGUHQ� ZHUH� LQYLWHG� WR� PDNH� WKHLU� RZQ� PDSV� WKH\� VHW� WR� ZLWK
HQWKXVLDVP�

21 'HEDWHV� DPRQJVW� 35$� SUDFWLWLRQHUV� KDYH� UHFHQWO\� IRFXVHG� RQ� WKH� LQVWLWXWLRQDO� SUHFRQGLWLRQV� IRU� HIIHFWLYH
SDUWLFLSDWLRQ� �VHH� %ODFNEXUQ� ZLWK�+ROODQG� ������� $PRQJ� WKH� IHZ� GRFXPHQWHG� H[DPSOHV� RI� RUJDQLVDWLRQV� ZKR
KDYH�GUDZQ�RQ� WKH�SDUWLFLSDWRU\�SULQFLSOHV� WKH\�XVH� LQ� WKH� ILHOG� WR� WUDQVIRUP� WKHLU�RZQ� LQVWLWXWLRQDO� FXOWXUH�� WKH
:RPHQ·V�&ROOHFWLYH�LQ�7DPLO�1DGX��0F&DUWK\�������LV�DPRQJ�WKH�PRVW�LQVSLULQJ�

22 $Q�LQLWLDO� WUDLQLQJ�FRXUVH� LQ�=LPEDEZH�LQWURGXFHG�35$��ZLWK�D�VSHFLILF� IRFXV�RQ�ZRUNLQJ�ZLWK�JHQGHU�DQG�DJH�
VSHFLILF�SHHU�JURXSV��)XJOHVDQJ�HW�DO���������,QSXW�IURP�D�FRQVXOWDQW�ZLWK�D�VWURQJ�RULHQWDWLRQ�WRZDUGV�JHQGHU�WRRN
WKH�RUJDQLVDWLRQ�WKURXJK�D�OHDUQLQJ�SURFHVV�WKDW�IRFXVHG�RQ�LQFUHDVLQJ�WKHLU�UHVSRQVLYHQHVV�WR�WKHVH�GLPHQVLRQV�RI
GLIIHUHQFH��*XLMW�HW�DO�����������E��������

23 0XNDVD��������QRWHV�KRZ�ROGHU�ZRPHQ�ZRXOG�JLYH�\RXQJHU�ZRPHQ�GRPHVWLF�FKRUHV�WR�GR�LI�WKH\�VDZ�WKDW�WKH\
ZDQWHG�WR�JR�RXW��DQG�WKDW�SRRUHU�ZRPHQ�FRXOG�DOO�WRR�HDVLO\�EH�H[FOXGHG�LI�IDFLOLWDWRUV�ZHUH�QRW�VHQVLWLYH�WR�WKH
SUHVVXUH�RQ�WKHLU�WLPH�

24 5REE·V� ������� VXUYH\� RI� ��� :RUOG� %DQN� 33$V� LQFOXGHV� DPRQJ� WKH� DSSURDFKHV� XVHG� %HQHILFLDU\� $VVHVVPHQW�
6$5$5�� 55$� �FRQVLVWLQJ� SULQFLSDOO\� RI� VHPL�VWUXFWXUHG� LQWHUYLHZV� DQG� IRFXV� JURXSV��� 35$� DQG� DQ� XQODEHOOHG
FDWHJRU\�RI�VHPL�VWUXFWXUHG�LQWHUYLHZV�DQG�IRFXV�JURXSV��/HVV�WKDQ�D�WKLUG�XVHG�35$�

25 7KH�H[WHQW�WR�ZKLFK�WKLV�KDSSHQV�GHSHQGV��RI�FRXUVH��RQ�KRZ�¶35$·�LV�XQGHUVWRRG��,Q�VRPH�FDVHV��LW�VHHPV��¶35$·
PHWKRGV�ZHUH�XVHG�DV�SDUW�RI�D�TXDQWLWDWLYH�UHVHDUFK�GHVLJQ��WR�ZKLFK�TXDOLWDWLYH�UHVHDUFK�ZDV�VLPSO\�WDJJHG�RQ��,Q
RWKHUV��LW�DSSHDUV�WKDW�¶35$·�FRQVLVWHG�RI�WKH�XVH�RI�OLWWOH�PRUH�WKDQ�FRQYHQWLRQDO�TXDOLWDWLYH�PHWKRGRORJ\�DQG�WKH
PHWKRGV� RIWHQ� DVVRFLDWHG� ZLWK� LW�� SDUWLFLSDQW� REVHUYDWLRQ�� LQWHUYLHZV� DQG� IRFXV� JURXSV�� 4XLWH� ZKDW� LV
¶SDUWLFLSDWRU\·� DERXW� 33$V� WKDW� VLPSO\� XVH� WKHVH� PHWKRGV� WR� JDWKHU� LQIRUPDWLRQ� WR� SUHVHQW� WR� SROLF\�PDNHUV
UHPDLQV�DQ�RSHQ�TXHVWLRQ�

26 7KHVH�LQFOXGHG�=DPELD��8JDQGD��7DQ]DQLD�DQG�*KDQD�
27 ,Q�WKLV��,�IROORZ�0RXIIH���������LQ�VXJJHVWLQJ�WKDW�LGHQWLWLHV�DUH�DOZD\V�FRQWLQJHQW�DQG�GHSHQG�RQ�VSHFLILF�IRUPV�RI

LGHQWLILFDWLRQ��5DWKHU�WKDQ�SUHVXSSRVLQJ�VRPH�NLQG�RI�KRPRJHQHRXV�LGHQWLW\��WKHQ��ORRNLQJ�DW�WKH�ZD\V�LQ�ZKLFK
SHRSOH�LGHQWLI\�WKHPVHOYHV�ZLWK�RWKHUV�RU�ZLWK�SDUWLFXODU�LVVXHV�FDQ�SURYLGH�D�PRUH�HIIHFWLYH�EDVLV�IRU�DFWLRQ��7KH
FKDOOHQJH� LV� WR� KROG� WRJHWKHU� �� UDWKHU� WKDQ� GLVSHQVH�ZLWK�� RU� FRPSOHWHO\� HUDVH� �� D� SROLWLFV� RI� GLIIHUHQFH� WKDW� LV
SUHPLVHG�RQ�WKH�FRQWLQJHQW��VLWXDWLRQDO�LGHQWLW\�FODLPV�WKDW�PDNH�DQ�LGHQWLILFDWLRQ�ZLWK�¶ZRPHQ·V�LVVXHV·�SRVVLEOH�
ZLWK�D�SROLWLFV�LQ�ZKLFK�LGHQWLILFDWLRQV�SURYLGH�WKH�EDVLV�IRU�DFWLRQ�RQ�FRPPRQO\�KHOG�FRQFHUQV�
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5()(5(1&(6

$JDUZDO��%���������¶5H�VRXQGLQJ�WKH�DOHUW�²�JHQGHU��UHVRXUFHV�DQG�FRPPXQLW\�DFWLRQ�·�:RUOG�'HYHORSPHQW�

9RO����1R���������²��

$UFH��$���9LOODUUHDO��0�� DQG� GH�9ULHV�� 3��� ������ ¶7KH� VRFLDO� FRQVWUXFWLRQ� RI� UXUDO� GHYHORSPHQW�� GLVFRXUVHV�

SUDFWLFHV� DQG� SRZHU�·� LQ� '�� %RRWK� �HG���� 5HWKLQNLQJ� 6RFLDO� 'HYHORSPHQW�� WKHRU\�� UHVHDUFK� DQG

SUDFWLFH��/RQGRQ��/RQJPDQ

$UQVWHLQ�� 6��� ������ ¶$� ODGGHU� RI� FLWL]HQV·� SDUWLFLSDWLRQ�·� -RXUQDO� RI� WKH� $PHULFDQ� ,QVWLWXWH� RI� 3ODQQHUV�

9RO��������²��

%LOJL��0���������¶(QWHULQJ�ZRPHQ·V�ZRUOG�WKURXJK�PHQ·V�H\HV�·�LQ�,��*XLMW�DQG�0��.DXO�6KDK��HGV���7KH�0\WK

RI�&RPPXQLW\��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV����²�

%ODFNEXUQ�� -��� ZLWK� +ROODQG�� -��� �HGV��� ������ :KR� &KDQJHV"� ,QVWLWXWLRQDOLVLQJ� 3DUWLFLSDWLRQ� LQ

'HYHORSPHQW��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�%RRNV

%RDO��$���������/HJLVODWLYH�7KHDWUH��/RQGRQ��5RXWOHGJH

%RRWK�� '��� +ROODQG�� -��� +HQWVFKHO�� -��� /DQMRXZ�� 3�� DQG� +HUEHUW�� $��� ������ ¶3DUWLFLSDWLRQ� DQG� FRPELQHG

PHWKRGV� LQ� $IULFDQ� 3RYHUW\� $VVHVVPHQW�� UHQHZLQJ� WKH� DJHQGD�·� 5HSRUW� FRPPLVVLRQHG� E\� WKH� 8.

'HSDUWPHQW�IRU�,QWHUQDWLRQDO�'HYHORSPHQW�IRU�WKH�:RUNLQJ�*URXS�RQ�3RYHUW\�DQG�6RFLDO�3ROLF\��6SHFLDO

3URJUDP�RI�$VVLVWDQFH�IRU�$IULFD��/RQGRQ��'),'

%XWOHU��-���������¶&RQWLQJHQW�IRXQGDWLRQV��IHPLQLVP�DQG�WKH�TXHVWLRQ�RI�´SRVWPRGHUQLVPµ·�� LQ�-��%XWOHU�DQG

-��:��6FRWW��HGV���)HPLQLVWV�7KHRULVH�WKH�3ROLWLFDO��/RQGRQ��5RXWOHGJH

&KDPEHUV�� 5��� ������ ¶5XUDO� DSSUDLVDO�� UDSLG�� UHOD[HG� DQG� SDUWLFLSDWRU\·�� ,'6�'LVFXVVLRQ� 3DSHU� 1R� ����

%ULJKWRQ��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV

²²²�������:KRVH�5HDOLW\�&RXQWV"�3XWWLQJ�WKH�)LUVW�/DVW��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV

&RUQZDOO�� $��� ������ ¶7RZDUGV� SDUWLFLSDWRU\� SUDFWLFH�� 3DUWLFLSDWRU\� 5XUDO� $SSUDLVDO� DQG� WKH� SDUWLFLSDWRU\

SURFHVV�·� LQ� .�� GH� .RQLQJ� DQG� 0�� 0DUWLQ� �HGV��� 3DUWLFLSDWRU\� 5HVHDUFK� LQ� +HDOWK�� LVVXHV� DQG

H[SHULHQFHV��/RQGRQ��=HG�%RRNV����²���

²²²�������¶0HQ��PDVFXOLQLW\�DQG�´JHQGHUµ�LQ�GHYHORSPHQW�·�*HQGHU�DQG�'HYHORSPHQW��9RO���1R�����²��

²²²�����D�� ¶*HQGHU��SDUWLFLSDWLRQ�DQG� WKH�SROLWLFV�RI�GLIIHUHQFH�·� LQ�,��*XLMW� DQG�0��.DXO�6KDK� �HGV���7KH

0\WK�RI�&RPPXQLW\��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV����²��

²²²�����E��¶%H\RQG�UHSURGXFWLRQ��FKDQJLQJ�SHUVSHFWLYHV�RQ�JHQGHU�DQG�KHDOWK�·�'HYHORSPHQW�DQG�*HQGHU

,Q�%ULHI��%ULJKWRQ��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV

²²²� ������ ¶0LVVLQJ�PHQ"�5HIOHFWLRQV� RQ�PHQ��PDVFXOLQLWLHV� DQG� JHQGHU� DQG� GHYHORSPHQW�·� ,'6�%XOOHWLQ�

9RO����1R������²��

&RUQZDOO�� $��� DQG�*DYHQWD�� -��� �ZLWK� -��'RH]HPD� DQG�.��+DPLOWRQ��� ������ ¶5HSRVLWLRQLQJ� SDUWLFLSDWLRQ� LQ

VRFLDO� SROLF\�·� %DFNJURXQG� 3DSHU� SUHSDUHG� IRU� WKH� )XWXUH� RI� 6RFLDO� 3ROLF\� &RQIHUHQFH�� ,QVWLWXWH� RI

'HYHORSPHQW�6WXGLHV�����DQG����2FWREHU



��

                                                                                                                                                                                         
&RUQZDOO��$���DQG�-HZNHV��5���������¶:KDW�LV�SDUWLFLSDWRU\�UHVHDUFK"�·�6RFLDO�6FLHQFH�DQG�0HGLFLQH��9RO���

1R���������²��

&RUQZDOO��$���DQG�:KLWH��6���HGV���������¶0HQ��PDVFXOLQLWLHV�DQG�GHYHORSPHQW��SROLWLFV��SROLFLHV�DQG�SUDFWLFH�·

,'6�%XOOHWLQ��9RO����1R��

&UDZOH\��+��������� ¶/LYLQJ�XS� WR� WKH�HPSRZHUPHQW�FODLP"�7KH�SRWHQWLDO�RI�35$�·� LQ�,��*XLMW�DQG�0��.DXO

6KDK��HGV���7KH�0\WK�RI�&RPPXQLW\��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV����²��

'H�/DXUHWLV��7���������¶)HPLQLVW�VWXGLHV�FULWLFDO�VWXGLHV�� LVVXHV�� WHUPV�DQG�FRQWH[WV�·� LQ�7��GH�/DXUHWLV�� �HG���

)HPLQLVW�6WXGLHV�&ULWLFDO�6WXGLHV��%ORRPLQJWRQ��,QGLDQD�8QLYHUVLW\�3UHVV

'H�.RQLQJ��.���DQG�0DUWLQ��0���������¶3DUWLFLSDWRU\�UHVHDUFK�LQ�KHDOWK��VHWWLQJ�WKH�FRQWH[W�·�LQ�.��GH�.RQLQJ

DQG� 0�� 0DUWLQ� �HGV��� 3DUWLFLSDWRU\� 5HVHDUFK� LQ� +HDOWK�� LVVXHV� DQG� H[SHULHQFHV�� /RQGRQ�� =HG

3XEOLFDWLRQV���²��

(\EHQ��5��� DQG�/DGEXU\�� 6��� ������ ¶3RSXODU�SDUWLFLSDWLRQ� LQ� DLG�DVVLVWHG�SURMHFWV��ZK\�PRUH� LQ� WKHRU\� WKDQ

SUDFWLFH"�·� LQ� 1�� 1HOVRQ� DQG� 6�� :ULJKW� �HGV��� 3RZHU� DQG� 3DUWLFLSDWRU\� 'HYHORSPHQW�� WKHRU\� DQG

SUDFWLFH��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV�����²���

)DOV�%RUGD��2��� DQG�$QLVXU� 5DKPDQ��0��� ������$FWLRQ� DQG�.QRZOHGJH�� EUHDNLQJ� WKH�PRQRSRO\�ZLWK

3DUWLFLSDWRU\�$FWLRQ�5HVHDUFK��1HZ�<RUN��$SH[�3UHVV

)LHUOEHFN��.���������¶*HWWLQJ�UHSUHVHQWDWLRQ�ULJKW�IRU�ZRPHQ�LQ�GHYHORSPHQW��DFFRXQWDELOLW\��FRQVHQW�DQG�WKH

DUWLFXODWLRQ� RI� ZRPHQ·V� LQWHUHVWV�·� LQ� $�0�� *RHW]� �HG����*HWWLQJ� ,QVWLWXWLRQV� 5LJKW� IRU� :RPHQ� LQ

'HYHORSPHQW��/RQGRQ��=HG�%RRNV����²��

)UDVHU��1��� DQG�1LFKROVRQ��/��������� ¶6RFLDO� FULWLFLVP�ZLWKRXW�SKLORVRSK\�� DQ� HQFRXQWHU�EHWZHHQ� IHPLQLVP

DQG�SRVWPRGHUQLVP�·�7KHRU\��&XOWXUH�DQG�6RFLHW\��9RO���1R��²������²��

)XJOHVDQJ��$���&KDQGOHU��'��DQG�:HOERXUQ��$��� �HGV��������� ¶1RW�RQO\�WKH�ZHOO�RII��EXW�DOVR�WKH�ZRUVH�RII�·

5HSRUW�RI�D�WUDLQLQJ�ZRUNVKRS��5HGG�%DUQD��.DPSDOD

*DYHQWD��-���������¶7KH�SRZHUIXO��WKH�SRZHUOHVV�DQG�WKH�H[SHUWV��NQRZOHGJH�VWUXJJOHV�LQ�DQ�LQIRUPDWLRQ�DJH�·

LQ�3��3DUN��0��%U\GRQ�0LOOHU��%��+DOO�DQG�7��-DFNVRQ��HGV���9RLFHV�RI�&KDQJH��3DUWLFLSDWRU\�5HVHDUFK

LQ�WKH�8QLWHG�6WDWHV�DQG�&DQDGD��7RURQWR��2QWDULR�,QVWLWXWH�IRU�6WXGLHV�LQ�(GXFDWLRQ����²��

*DYHQWD�� -�� DQG� &RUQZDOO�� $��� ������ ¶3RZHU� DQG� .QRZOHGJH�·� LQ� 3�� 5HDVRQ� DQG� +�� %UDGEXU\� �HGV���

+DQGERRN�RI�$FWLRQ�5HVHDUFK��/RQGRQ��6DJH

*DYHQWD��-���DQG�9DOGHUUDPD��&���������¶3DUWLFLSDWLRQ��FLWL]HQVKLS�DQG�ORFDO�JRYHUQDQFH�·�%DFNJURXQG�QRWH�IRU

ZRUNVKRS�� 6WUHQJWKHQLQJ� 3DUWLFLSDWLRQ� LQ� /RFDO� *RYHUQDQFH�� ,QVWLWXWH� RI� 'HYHORSPHQW� 6WXGLHV�

-XQH���²��

*RHW]��$�0���������¶0LVEHKDYLQJ�SROLF\��D�IHPLQLVW�DQDO\VLV�RI�DVVXPSWLRQV�LQIRUPLQJ�D�SURMHFW�IRU�ZRPHQ

ILVK�VPRNHUV�LQ�*XLQHD�·�3DSHU�SUHVHQWHG�WR�WKH�&DQDGLDQ�$VVRFLDWLRQ�RI�$IULFD�6FKRODUV�$QQXDO�0HHWLQJ�

4XHHQ·V�8QLYHUVLW\��.LQJVWRQ��2QWDULR

²²²�������¶)URP�IHPLQLVW�NQRZOHGJH�WR�GDWD�IRU�GHYHORSPHQW��WKH�EXUHDXFUDWLF�PDQDJHPHQW�RI�LQIRUPDWLRQ

RQ�ZRPHQ�DQG�GHYHORSPHQW�·�,'6�%XOOHWLQ��9RO����1R������²��

²²²�������¶,QWURGXFWLRQ��JHWWLQJ�LQVWLWXWLRQV�ULJKW�IRU�ZRPHQ�LQ�GHYHORSPHQW�·�LQ�$�0��*RHW]��HG����*HWWLQJ

,QVWLWXWLRQV�5LJKW�IRU�:RPHQ�LQ�'HYHORSPHQW��/RQGRQ��=HG�3XEOLFDWLRQV���²��
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²²²������� ¶�´)LGGOLQJ�ZLWK�GHPRFUDF\µ�� WUDQVODWLQJ�ZRPHQ·V�SDUWLFLSDWLRQ� LQ�SROLWLFV� LQ�8JDQGD�DQG�6RXWK

$IULFD�LQWR�JHQGHU�HTXLW\�LQ�GHYHORSPHQW�SUDFWLFH�·�PLPHR��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV��%ULJKWRQ

*UHHQH��0���������0DOH�,QYROYHPHQW�LQ�5HSURGXFWLYH�+HDOWK��WUDQVODWLQJ�JRRG�LQWHQWLRQV�LQWR�JHQGHU

VHQVLWLYH�SURJUDPPHV��5RPH��)$2�:+2�81)3$

*UHLJ��$���������¶7KH�VSHFWDFOH�RI�PHQ�ILJKWLQJ�·�,'6�%XOOHWLQ��9RO����1R������²��

*ULQGOH�� 0��� DQG� 7KRPDV�� -��� ������ 3XEOLF� &KRLFHV� DQG� 3ROLF\� &KDQJH�� %DOWLPRUH�� -RKQV� +RSNLQV

8QLYHUVLW\�3UHVV

*XLMW��,���������¶0DNLQJ�D�'LIIHUHQFH��LQWHJUDWLQJ�JHQGHU�DQDO\VLV�LQWR�35$�·�55$�1RWHV�������²��

²²²�����D��¶3DUWLFLSDWLRQ�LQ�QDWXUDO�UHVRXUFH�PDQDJHPHQW��EOHPLVKHG�SDVW�DQG�KRSHIXO�IXWXUH"�·�LQ�.��+DUULV

�HG���� 0DNLQJ� )RUHVW� 3ROLF\� :RUN�� &RQIHUHQFH� 3URFHHGLQJV� RI� WKH� 2[IRUG� 6XPPHU� &RXUVH

3URJUDPPH��2[IRUG��2),

²²²�����E��3DUWLFLSDWRU\�3ODQQLQJ� LQ�5HGG�%DUQD�8JDQGD�� UHIOHFWLRQV�DQG�JXLGHOLQHV��.DPSDOD� DQG

/RQGRQ��5%8�,,('

²²²������� ,PSDFWV� DQG� ,QVWLWXWLRQV��3DUWQHUV� DQG�3ULQFLSOHV�� WKLUG� UHYLHZ�RI� WKH�GHYHORSPHQW� DQG

XVH�RI�3DUWLFLSDWRU\�5XUDO�$SSUDLVDO�DQG�3ODQQLQJ��5HGG�%DUQD��.DPSDOD

*XLMW��,���DQG�&RUQZDOO��$���������¶&ULWLFDO�UHIOHFWLRQV�RQ�WKH�SUDFWLFH�RI�35$�·�3/$�1RWHV�������²�

*XLMW��,���DQG�.DXO�6KDK��0���������¶:DNLQJ�XS�WR�SRZHU��FRQIOLFW�DQG�SURFHVV�·�LQ�,��*XLMW�DQG�0��.DXO�6KDK

�HGV���7KH�0\WK�RI�&RPPXQLW\��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV

*XLMW�� ,���.LVDGKD��7��DQG�)XJOHVDQJ��$��� �HGV���������,W� LV� WKH�<RXQJ�7UHHV� WKDW�0DNH�D�7KLFN�)RUHVW�

/RQGRQ�DQG�.DPSDOD��,,('�5%8

*XLMW��,���.LVDGKD��7��DQG�0XNDVD��*���������¶$JUHHLQJ�WR�GLVDJUHH��GHDOLQJ�ZLWK�DJH�DQG�JHQGHU�LQ�5HGG�%DUQD

8JDQGD�·� LQ� ,�� *XLMW� DQG� 0�� .DXO� 6KDK� �HGV��� 7KH� 0\WK� RI� &RPPXQLW\�� /RQGRQ�� ,QWHUPHGLDWH

7HFKQRORJ\�3XEOLFDWLRQV�����²��

+DEHUPDV�� -��� ������7KH�7KHRU\�RI�&RPPXQLFDWLYH�$FWLRQ��9RO� ,�� UHDVRQ�DQG� WKH� UDWLRQDOL]DWLRQ�RI

VRFLHW\��%RVWRQ��%HDFRQ�3UHVV

+DOO��%���������¶,QWURGXFWLRQ�·�LQ�3��3DUN��0��%U\GRQ�0LOOHU��%��+DOO�DQG�7��-DFNVRQ��HGV���9RLFHV�RI�&KDQJH�

3DUWLFLSDWRU\�5HVHDUFK� LQ� WKH�8QLWHG�6WDWHV�DQG�&DQDGD��7RURQWR��2QWDULR�,QVWLWXWH� IRU�6WXGLHV� LQ

(GXFDWLRQ��L²[[LL

+DUULVRQ��(�������D��¶)LVK��IHPLQLVWV�DQG�WKH�)$2��WUDQVODWLQJ�´*HQGHUµ�WKURXJK�GLIIHUHQW�LQVWLWXWLRQV�LQ�WKH

GHYHORSPHQW�SURFHVV�·�LQ�$�0��*RHW]��HG����*HWWLQJ�,QVWLWXWLRQV�5LJKW�IRU�:RPHQ�LQ�'HYHORSPHQW�

/RQGRQ��=HG�3XEOLFDWLRQV

²²²�����E��¶0HQ�LQ�ZRPHQ·V�JURXSV��LQWHUORSHUV�RU�DOOLHV"�·�,'6�%XOOHWLQ��9RO����1R�������²��

+DUW��5���������&KLOGUHQ·V�3DUWLFLSDWLRQ��IURP�WRNHQLVP�WR�FLWL]HQVKLS��)ORUHQFH��81,&()

+LQWRQ��5���������¶7UDGHV�LQ�GLIIHUHQW�ZRUOGV��OLVWHQLQJ�WR�UHIXJHH�YRLFHV�·�3/$�1RWHV��1R�������²�

+ROODQG�� -���ZLWK�%ODFNEXUQ�� -��� �HGV���������:KRVH�9RLFH"�3DUWLFLSDWRU\�5HVHDUFK�DQG�3ROLF\�&KDQJH�

/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV

+RSH��$���DQG�7LPPHO��6���������7UDLQLQJ�IRU�7UDQVIRUPDWLRQ��9ROV��²���+DUDUH��=LPEDEZH
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+XPEOH��0��� ������ ¶$VVHVVLQJ� 35$� IRU� LPSOHPHQWLQJ� JHQGHU� DQG� GHYHORSPHQW�·� LQ� ,��*XLMW� DQG�0��.DXO

6KDK��7KH�0\WK�RI�&RPPXQLW\��JHQGHU�LVVXHV�LQ�SDUWLFLSDWRU\�GHYHORSPHQW��/RQGRQ��,QWHUPHGLDWH

7HFKQRORJ\�3XEOLFDWLRQV����²��

-DFNVRQ��&���������¶5HVFXLQJ�JHQGHU�IURP�WKH�SRYHUW\�WUDS�·�:RUOG�'HYHORSPHQW��9RO����1R�������²���

²²²� ������ ¶6XVWDLQDEOH� GHYHORSPHQW� DW� WKH� VKDUS� HQG�� ILHOGZRUNHU� DJHQF\� LQ� D� SDUWLFLSDWRU\� SURMHFW�·

'HYHORSPHQW�LQ�3UDFWLFH��9RO���1R�������²��

-DFNVRQ�� &��� DQG� 3HDUVRQ�� 5��� ������ )HPLQLVW� 9LVLRQV� RI� 'HYHORSPHQW�� JHQGHU� DQDO\VLV� DQG� SROLF\�

/RQGRQ��5RXWOHGJH

-RQDVGRWWLU�� $�� .��� ������ ¶2Q� WKH� FRQFHSW� RI� LQWHUHVW�� ZRPHQ·V� LQWHUHVWV� DQG� WKH� OLPLWDWLRQV� RI� LQWHUHVW

WKHRU\�·�LQ�.��%��-RQHV�DQG�$��.��-RQDVGRWWLU��HGV���7KH�3ROLWLFDO�,QWHUHVWV�RI�*HQGHU��/RQGRQ��6DJH

-RQID��(���7HEHMH��+��0���'HVVDOHJQ��7���+DODOD��+��DQG�&RUQZDOO��$���������¶3DUWLFLSDWRU\�PRGHOOLQJ�LQ�1RUWK

2PR��(WKLRSLD��LQYHVWLJDWLQJ�WKH�SHUFHSWLRQV�RI�GLIIHUHQW�JURXSV�WKURXJK�PRGHOV�·�55$�1RWHV��������²�

-RVKL�� $��� ������ ¶3URJUHVVLYH� EXUHDXFUDF\�� DQ� R[\PRURQ"� 7KH� FDVH� RI� MRLQW� IRUHVW� PDQDJHPHQW� LQ� ,QGLD�·

5XUDO� 'HYHORSPHQW� )RUHVWU\� 1HWZRUN� 3DSHU� 1R� ��D�� /RQGRQ�� 2YHUVHDV� 'HYHORSPHQW� ,QVWLWXWH�

:LQWHU�������

.DEHHU��1���������5HYHUVHG�5HDOLWLHV��JHQGHU�KLHUDUFKLHV�LQ�GHYHORSPHQW�WKRXJKW��/RQGRQ��9HUVR

²²²������� ¶7DFWLFV� DQG� WUDGH�RIIV�� UHYLVLWLQJ� WKH� OLQNV�EHWZHHQ�JHQGHU� DQG�SRYHUW\�·�,'6�%XOOHWLQ��9RO� ��

1R�����²����%ULJKWRQ��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV

²²²� ������ ¶7KH� FRQGLWLRQV� DQG� FRQVHTXHQFHV� RI� FKRLFH�� UHIOHFWLRQV� RQ� WKH� PHDVXUHPHQW� RI� ZRPHQ·V

HPSRZHUPHQW·��PLPHR��%ULJKWRQ��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV

.DQGL\RWL��'���������¶*HQGHU��SRZHU�DQG�FRQWHVWDWLRQ��UHWKLQNLQJ�EDUJDLQLQJ�ZLWK�SDWULDUFK\�·� LQ�&��-DFNVRQ

DQG�5��3HDUVRQ��HGV���)HPLQLVW�9LVLRQV�RI�'HYHORSPHQW��/RQGRQ��5RXWOHGJH�����²��

.DQH��(���%UXFH�� /�� DQG�2·5HLOO\�'H�%UXQ��0��� ������ ¶'HVLJQLQJ� WKH� IXWXUH� WRJHWKHU�� 35$� DQG� HGXFDWLRQ

SROLF\� LQ�7KH�*DPELD�·� LQ� -��+ROODQG�ZLWK� -��%ODFNEXUQ� �HGV���:KRVH�9RLFH"�3DUWLFLSDWRU\�5HVHDUFK

DQG�3ROLF\�&KDQJH��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV����²��

.HHOH\��-���DQG�6FRRQHV��,��������� ¶8QGHUVWDQGLQJ�HQYLURQPHQWDO�SROLF\�SURFHVVHV��D�UHYLHZ�·�,'6�:RUNLQJ

3DSHU�1R�����%ULJKWRQ��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV

.HVE\��0���������¶%H\RQG�WKH�UHSUHVHQWDWLRQDO�LPSDVVH"�35$�3UD[LV�LQ�WKH�FRQWH[W�RI�JHQGHU�IRFXVHG�+,9

UHVHDUFK�LQ�5XUDO�=LPEDEZH�·�6HPLQDU�SUHVHQWDWLRQ��%ULJKWRQ��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV

.LQGRQ��6���������¶2I�PRWKHUV�DQG�PHQ��TXHVWLRQLQJ�JHQGHU�DQG�FRPPXQLW\�·�LQ�,��*XLMW�DQG�0��.DXO�6KDK

�HGV���7KH�0\WK�RI�&RPPXQLW\��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV�����²��

/HEUXQ�� 1��� ������ ¶7KH� SROLWLFV� RI� QHHGV� LQWHUSUHWDWLRQ� DW� WKH� JUDVVURRWV�� WKH� UROH� RI� ILHOGZRUNHUV� LQ

DGGUHVVLQJ� JHQGHU� LVVXHV� LQ� WKH� 7DQ]DQLDQ� 81'3� 33$�� 6KLQ\DQJD� ����²�����·� 03KLO� GLVVHUWDWLRQ�

,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV��%ULJKWRQ

/LQG��$���������¶*HQGHU��GHYHORSPHQW�DQG�XUEDQ�VRFLDO�FKDQJH��ZRPHQ·V�FRPPXQLW\�DFWLRQ�LQ�JOREDO�FLWLHV�·

:RUOG�'HYHORSPHQW��9RO����1R��������²��

/LSVN\��0���������6WUHHW�OHYHO�%XUHDXFUDF\��GLOHPPDV�RI�WKH�LQGLYLGXDO�LQ�SXEOLF�VHUYLFHV��1HZ�<RUN�

5XVVHOO�6DJH�)RXQGDWLRQ



��

                                                                                                                                                                                         
/LVWHU��5���������¶&LWL]HQ�LQ�DFWLRQ��FLWL]HQVKLS�DQG�FRPPXQLW\�GHYHORSPHQW�LQ�D�1RUWKHUQ�,UHODQG�FRQWH[W�·

&RPPXQLW\�'HYHORSPHQW�-RXUQDO��9RO����1R�������²��

0DJXLUH��3���������'RLQJ�3DUWLFLSDWRU\�5HVHDUFK��D�IHPLQLVW�DSSURDFK��$PKHUVW��0DVVDFKXVHWWV��&HQWUH

IRU�,QWHUQDWLRQDO�(GXFDWLRQ

0D\�� -�� HW� DO��� ������ ¶([SHULHQFH� DQG�SHUFHSWLRQV�RI�SRYHUW\� LQ� 6RXWK�$IULFD�·� -RKDQQHVEXUJ�� 6RXWK�$IULFD�

'DWD�5HVHDUFK�,QWHUQDWLRQDO

0D\RX[��/���������¶%H\RQG�QDLYHWH��ZRPHQ��JHQGHU�LQHTXDOLW\�DQG�SDUWLFLSDWRU\�GHYHORSPHQW�·�'HYHORSPHQW

DQG�&KDQJH��9RO��������²��

²²²� ������ ¶*HQGHU� DFFRXQWDELOLW\� DQG�1*2V�� DYRLGLQJ� WKH� EODFN� KROH�·� LQ� &��0LOOHU� DQG� 6�� 5D]DYL� �HGV��

0LVVLRQDULHV� DQG� 0DQGDULQV�� IHPLQLVW� HQJDJHPHQW� ZLWK� GHYHORSPHQW� LQVWLWXWLRQV�� /RQGRQ�

,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV

0F&DUWK\�� 5��� ������ ¶:RPHQ·V� FROOHFWLYH�� 7DPLO� 1DGX�� 6RXWK� ,QGLD�·� 5HSRUW� SUHSDUHG� IRU� WKH� :RPHQ·V

&ROOHFWLYH�DQG�&KULVWLDQ�$LG

0GD�� =��� ������:KHQ� 3HRSOH� 3OD\� 3HRSOH�� GHYHORSPHQW� FRPPXQLFDWLRQ� WKURXJK� WKHDWUH�� /RQGRQ�

=HG�3XEOLFDWLRQV

0LHV��0��� ������ ¶7RZDUGV� D�PHWKRGRORJ\� IRU� IHPLQLVW� UHVHDUFK�·� LQ�*�� %RZOHV� DQG�5��'XHOOL� .OHLQ� �HGV��

7KHRULHV�RI�:RPHQ·V�6WXGLHV��/RQGRQ��5RXWOHGJH

0LOLPR�� -��� 1RUWRQ�� $�� DQG� 2ZHQ�� '��� ������ ¶=DPELD� 3RYHUW\� $VVHVVPHQW�� 9RO� 9�� SDUWLFLSDWRU\� SRYHUW\

DVVHVVPHQW��:DVKLQJWRQ��'�&���:RUOG�%DQN

0RKDQW\��&��7���������¶8QGHU�ZHVWHUQ�H\HV��IHPLQLVW�VFKRODUVKLS�DQG�FRORQLDO�GLVFRXUVHV�·�)HPLQLVW�5HYLHZ�

������²��

0RO\QHX[��0��� ������ ¶0RELOLVDWLRQ� ZLWKRXW� HPDQFLSDWLRQ"�:RPHQ·V� LQWHUHVWV�� WKH� VWDWH� DQG� UHYROXWLRQ� LQ

1LFDUDJXD�·�)HPLQLVW�6WXGLHV��9RO����1R�������²��

0RRUH��+���������)HPLQLVP�DQG�$QWKURSRORJ\��&DPEULGJH��3ROLW\�3UHVV

²²²�������$�3DVVLRQ�IRU�'LIIHUHQFH��&DPEULGJH��3ROLW\�3UHVV

0RUDJD��&���DQG�$Q]DOGXD��*���������7KLV�%ULGJH�&DOOHG�0\�%DFN��ZULWLQJV�E\�UDGLFDO�ZRPHQ�RI�FRORU�

:DWHUWRZQ��0DVVDFKXVHWWV��3HUVHSKRQH�3UHVV

0RVHU��&���������*HQGHU�3ODQQLQJ�DQG�'HYHORSPHQW��WKHRU\��SUDFWLFH�DQG�WUDLQLQJ��/RQGRQ��5RXWOHGJH

0RVVH��'��������� ¶$XWKRULW\��JHQGHU�DQG�NQRZOHGJH�� WKHRUHWLFDO� UHIOHFWLRQV�RQ�WKH�SUDFWLFH�RI�3DUWLFLSDWRU\

5XUDO�$SSUDLVDO�·�.5,%3�:RUNLQJ�3DSHU�1R����6ZDQVHD��&HQWUH�IRU�'HYHORSPHQW�6WXGLHV

0RXIIH��&��� ������ ¶)HPLQLVP��&LWL]HQVKLS� DQG�5DGLFDO�'HPRFUDWLF�3ROLWLFV�·� LQ� -��%XWOHU� DQG� -�� 6FRWW� �HGV��

)HPLQLVWV�7KHRUL]H�7KH�3ROLWLFDO��1HZ�<RUN��5RXWOHGJH

0XNDVD��*��� ������ ¶'HDOLQJ� ZLWK� 3DUWLFLSDWLRQ� DQG�*HQGHU� DW� &RPPXQLW\� OHYHO�� WKH� FDVH� RI� 5HGG� %DUQD�

8JDQGD�·�0$�WKHVLV��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV��%ULJKWRQ

1HOVRQ��1���DQG�:ULJKW��6���������¶3DUWLFLSDWLRQ�DQG�SRZHU�·�LQ�1��1HOVRQ�DQG�6��:ULJKWV��HGV���3RZHU�DQG

3DUWLFLSDWRU\� 'HYHORSPHQW�� WKHRU\� DQG� SUDFWLFH�� /RQGRQ�� ,QWHUPHGLDWH� 7HFKQRORJ\� 3XEOLFDWLRQV�

�²��
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1JXQMLUL��(��� ������ ¶3DUWLFLSDWRU\�PHWKRGRORJLHV��GRXEOH�HGJHG�VZRUGV�·�'HYHORSPHQW� LQ�3UDFWLFH��9RO� �

1R�������²��

1RUWRQ�� $��� DQG� 6WHSKHQV�� 7��� ������ 3DUWLFLSDWLRQ� LQ� 3RYHUW\� $VVHVVPHQWV�� :DVKLQJWRQ�� '�&��� 6RFLDO

3ROLF\�DQG�5HVHWWOHPHQW�'LYLVLRQ��:RUOG�%DQN

3DUN�� 3��� %U\GRQ�0LOOHU�� 0��� +DOO�� %�� DQG� -DFNVRQ�� 7��� �HGV��� ������ 9RLFHV� RI� &KDQJH�� SDUWLFLSDWRU\

UHVHDUFK�LQ�WKH�8QLWHG�6WDWHV�DQG�&DQDGD��7RURQWR��2QWDULR�,QVWLWXWH�IRU�6WXGLHV�LQ�(GXFDWLRQ���²��

3DUSDUW��-��������� ¶5HWKLQNLQJ�SDUWLFLSDWLRQ��HPSRZHUPHQW�DQG�GHYHORSPHQW� IURP�D�JHQGHU�SHUVSHFWLYH�·� LQ

-��)UHHGPDQ��HG����7UDQVIRUPLQJ�'HYHORSPHQW��7RURQWR��8QLYHUVLW\�RI�7RURQWR�3UHVV

3HDUVRQ��5���DQG�-DFNVRQ��&���������¶,QWURGXFWLRQ��LQWHUURJDWLQJ�GHYHORSPHQW��IHPLQLVP��JHQGHU�DQG�SROLF\�·

LQ�&��-DFNVRQ�DQG�5��3HDUVRQ��HGV���)HPLQLVW�9LVLRQV�RI�'HYHORSPHQW��JHQGHU�DQDO\VLV�DQG�SROLF\�

/RQGRQ��5RXWOHGJH���²��

3HWHUV��3���������¶7KH�XVH�DQG�DEXVH�RI�WKH�FRQFHSW�RI�´IHPDOH�KHDGHG�KRXVHKROGVµ�LQ�UHVHDUFK�RQ�DJUDULDQ

WUDQVIRUPDWLRQ�DQG�SROLF\�·�LQ�'��)DK\�%U\FHVRQ��HG����:RPHQ�:LHOGLQJ�WKH�+RH��OHVVRQV�IURP�UXUDO

$IULFD�IRU�IHPLQLVW�WKHRU\�DQG�GHYHORSPHQW��2[IRUG��%HUJ����²���

3KLOOLSV��$���������(QJHQGHULQJ�'HPRFUDF\��&DPEULGJH��3ROLW\�3UHVV

3RIIHQEHUJHU��0���DQG�0F*HDQ��%���������9LOODJH�9RLFHV��)RUHVW�&KRLFHV�� MRLQW� IRUHVW�PDQDJHPHQW� LQ

,QGLD��'HOKL��2[IRUG�8QLYHUVLW\�3UHVV

3UHWW\�� -��� ������ ¶3DUWLFLSDWRU\� OHDUQLQJ� IRU� VXVWDLQDEOH� DJULFXOWXUH�·�:RUOG� 'HYHORSPHQW�� 9RO� ��� 1R� ��

����²��

5D]DYL��6���������¶*HQGHUHG�SRYHUW\�DQG�VRFLDO�FKDQJH�·�'LVFXVVLRQ�3DSHU�'3�����*HQHYD��815,6'

5D]DYL�� 6��� DQG�0LOOHU�� &��� ������ ¶)URP�:,'� WR�*$'�� FRQFHSWXDO� VKLIWV� LQ� WKH� ZRPHQ� DQG� GHYHORSPHQW

GLVFRXUVH�·�2FFDVLRQDO�3DSHU�1R����*HQHYD��815,6'

5HDVRQ��3���������¶7KUHH�DSSURDFKHV�WR�SDUWLFLSDWLYH�LQTXLU\�·�LQ�1��'HQ]LQ�DQG�<��/LQFROQ��HGV���+DQGERRN

RI�4XDOLWDWLYH�5HVHDUFK��/RQGRQ��6DJH

5LHWEHUJHQ�0F&UDFNHQ�� -��� DQG� 1DUD\DQ�� '��� ������ 3DUWLFLSDWLRQ� DQG� 6RFLDO� $VVHVVPHQW�� WRROV� DQG

WHFKQLTXHV��:DVKLQJWRQ��'�&���:RUOG�%DQN

5REE�� &��� ������ &DQ� WKH� 3RRU� ,QIOXHQFH� 3ROLF\"� 3DUWLFLSDWLRQ� LQ� WKH� :RUOG� %DQN·V� 3RYHUW\

$VVHVVPHQWV��:DVKLQJWRQ��'�&���:RUOG�%DQN

6DOPHQ�� /��� ������ ¶%HQHILFLDU\� DVVHVVPHQW�� DQ� DSSURDFK� GHVFULEHG�·� $)763� :RUNLQJ� 3DSHUV� 1R� ��

:DVKLQJWRQ��'�&���$IULFD�7HFKQLFDO�'HSDUWPHQW��:RUOG�%DQN

6DULQ��0���������¶-RLQW�IRUHVW�PDQDJHPHQW�LQ�,QGLD��DFKLHYHPHQWV�DQG�XQDGGUHVVHG�FKDOOHQJHV�·�8QDV\OYD�����

9RO�������²��

²²²� ������ ¶&RPPXQLW\� IRUHVW�PDQDJHPHQW��ZKRVH� SURWHFWLRQ"·�� LQ� ,��*XLMW� DQG�0��.DXO� 6KDK� �HGV���7KH

0\WK�RI�&RPPXQLW\��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV�����²��

6DULQ�� 0��� DQG� 6$$57+,�� ������ ¶7KH� YLHZ� IURP� WKH� JURXQG�� FRPPXQLW\� SHUVSHFWLYHV� RQ� MRLQW� IRUHVW

PDQDJHPHQW�LQ�*XMDUDW��,QGLD�·�)RUHVW�3DUWLFLSDWLRQ�6HULHV�1R����/RQGRQ��,,('

6D[HQD��1��&��� ������ ¶:KDW� LV�PHDQW� E\� SHRSOH·V� SDUWLFLSDWLRQ"�·� -RXUQDO�RI�5XUDO�'HYHORSPHQW��9RO� ��

1R�������²��
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6FRRQHV��,���������¶,QYHVWLJDWLQJ�GLIIHUHQFH��DSSOLFDWLRQV�RI�ZHDOWK�UDQNLQJ�DQG�KRXVHKROG�VXUYH\�DSSURDFKHV

DPRQJ�IDUPLQJ�KRXVHKROGV�LQ�VRXWKHUQ�=LPEDEZH�·�'HYHORSPHQW�DQG�&KDQJH��9RO�������²��

6FRWW�� -���������:HDSRQV�RI� WKH�:HDN��HYHU\GD\� IRUPV�RI�SHDVDQW�UHVLVWDQFH��/RQGRQ��<DOH�8QLYHUVLW\

3UHVV

²²²�������¶*HQGHU��D�XVHIXO�FDWHJRU\�RI�KLVWRULFDO�DQDO\VLV�·� LQ�(��:HHG��HG����&RPLQJ�WR�7HUPV��/RQGRQ�

5RXWOHGJH

²²²�������'RPLQDWLRQ�DQG�WKH�$UWV�RI�5HVLVWDQFH��/RQGRQ��<DOH�8QLYHUVLW\�3UHVV

6HZDJXGGH��-���0XJLVKD��*���2FKHQ��5��DQG�0XNDVD��*���������¶0L[LQJ�DQG�PDWFKLQJ�PHWKRGRORJLHV�LQ�5HGG

%DUQD�8JDQGD�·�3/$�1RWHV�1R�������²��

6KDK��0��.��DQG�6KDK��3���������¶*HQGHU��HQYLURQPHQW�DQG�OLYHOLKRRG�VHFXULW\��DQ�DOWHUQDWLYH�YLHZSRLQW�IURP

,QGLD�·�,'6�%XOOHWLQ��9RO����1R������²��

6WLHIHO��0��� DQG�:ROIH��0��� ������$�9RLFH� IRU� WKH�([FOXGHG�� 3RSXODU� 3DUWLFLSDWLRQ� LQ�'HYHORSPHQW�

8WRSLD�RU�1HFHVVLW\"��*HQHYD�/RQGRQ��815,6'�=HG�%RRNV

6WUDFKDQ�� 3��� ZLWK� 3HWHUV�� &��� ������ (PSRZHULQJ� &RPPXQLWLHV�� D� FDVHERRN� IURP� :HVWHUQ� 6XGDQ�

2[IRUG��2[IDP

6ZHHWPDQ��&����HG����������0HQ�DQG�0DVFXOLQLW\��2[IRUG��2[IDP

7DQGRQ��5���������¶6RFLDO�WUDQVIRUPDWLRQ�DQG�SDUWLFLSDWRU\�UHVHDUFK�·�&RQYHUJHQFH��9RO����1R��²����²��

7FKHU]HNRII��6��� ������ ¶7KH� LOOXVLRQ�RI�GXDOLVP� LQ�6DPRD�·� LQ�7��GHO�9DOOH� �HG����*HQGHUHG�$QWKURSRORJ\�

/RQGRQ��5RXWOHGJH

81'3�,'6��������+XPDQ�'HYHORSPHQW�5HSRUW��6KLQ\DQJD�5HJLRQ��7DQ]DQLD��1HZ�<RUN�%ULJKWRQ�

81'3�,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV

833$3��������¶8JDQGD�3DUWLFLSDWRU\�3RYHUW\�$VVHVVPHQW��GUDIW��·�.DPSDOD��8JDQGD��0LQLVWU\�RI�)LQDQFH

9LOODUUHDO��0���������¶$�VWUXJJOH�RYHU�LPDJHV��LVVXHV�RQ�SRZHU��JHQGHU�DQG�LQWHUYHQWLRQ�LQ�D�0H[LFDQ�YLOODJH�·

06F�WKHVLV��8QLYHUVLW\�RI�:DJHQLQJHQ

9RQ� %XORZ�� '��� ������ ¶3RZHU�� SUHVWLJH� DQG� UHVSHFWDELOLW\�� ZRPHQ·V� JURXSV� LQ� .LOLPDQMDUR�� 7DQ]DPLD�·

:RUNLQJ�3DSHU�1R�����&RSHQKDJHQ��&HQWUH�IRU�'HYHORSPHQW�5HVHDUFK

:HOERXUQ��$���������¶55$�DQG�WKH�DQDO\VLV�RI�GLIIHUHQFH�·�55$�1RWHV��1R�������²��

²²²� ������ 6WHSSLQJ� 6WRQHV�� D� WUDLQLQJ� SDFNDJH� RQ� +,9�$,'6�� FRPPXQLFDWLRQ� DQG� UHODWLRQVKLS

VNLOOV��2[IRUG��6WUDWHJLHV�IRU�+RSH

:KLWH�� 6��� ������ ¶'HSROLWLFLVLQJ� GHYHORSPHQW�� WKH� XVHV� DQG� DEXVHV� RI� SDUWLFLSDWLRQ�·� 'HYHORSPHQW� LQ

3UDFWLFH��9RO���1R�����²��

:KLWHKHDG��$���DQG�/RFNZRRG��0���������¶*HQGHU�LQ�WKH�:RUOG�%DQN·V�3RYHUW\�$VVHVVPHQWV��VL[�FDVH�VWXGLHV

IURP�6XE�6DKDUDQ�$IULFD�·�PLPHR��*HQHYD��815,6'

:LHULQJD��6��������� ¶5HWKLQNLQJ�JHQGHU�SODQQLQJ�� D� FULWLFDO�GLVFXVVLRQ�RI� WKH�XVH�RI� WKH�FRQFHSW�RI�JHQGHU�·

:RUNLQJ�3DSHU�1R������7KH�+DJXH��,66

:RUOG�%DQN��������7KH�:RUOG�%DQN�DQG�3DUWLFLSDWLRQ��:DVKLQJWRQ��'�&���2SHUDWLRQV�3ROLF\�'HSDUWPHQW�

7KH�:RUOG�%DQN
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²²²�������7KH�3RYHUW\�([SHUWV��D�SDUWLFLSDWRU\�SRYHUW\�DVVHVVPHQW�LQ�7DQ]DQLD��9LGHR��:DVKLQJWRQ�

'�&���7KH�:RUOG�%DQN

²²²�������*OREDO�6\QWKHVLV��FRQVXOWDWLRQV�ZLWK�WKH�SRRU��:DVKLQJWRQ��'�&���7KH�:RUOG�%DQN

<RXQJ��.���:RONRZLW]��&��DQG�0F&XOODJK��5���������2I�0DUULDJH�DQG�WKH�0DUNHW��/RQGRQ��&6(�%RRNV


