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0DQ\ VLJQLILFDQW LQWHOOHFWXDO GHYHORSPHQWV �)UDQNIXUW 6FKRRO�
%RXUGLHX� FRQWLQXH WR DVVXPH WKDW ZRUNHUV� VRFLDO DFWRUV� HWF�
XQFRQVFLRXVO\ UHSURGXFH WKH VRFLDO VWUXFWXUHV RI FDSLWDOLVP
ZKLOVW EHLQJ DOLHQDWHG E\ WKHP� 7KH\ DUH WKHUHIRUH XQDEOH WR
FRQWULEXWH WR WKHLU HPDQFLSDWLRQ� :H DUJXH WKDW LQ RUGHU WR
FRQVLGHU QHZ IRUPV RI VRFLDO UHVLVWDQFH WR GRPLQDWLRQ� ZH QHHG
DQ DOWHUQDWLYH DSSURDFK� :H DUJXH WKDW %ROWDQVNLކV SUDJPDWLF
VRFLRORJ\� PRVW QRWDEO\ KLV FRQFHSWLRQ RI LQVWLWXWLRQV� DQG
/DWRXUކV RZQ SUDJPDWLF VWDQGSRLQW PD\ RIIHU DQ LQWHUHVWLQJ
VROXWLRQ WR WKH TXHVWLRQ RI UHVLVWDQFH� +RZHYHU� DV SURGXFWLYH
DV WKH\ PLJKW VRXQG� WKHVH WZR FRQWULEXWLRQV WR FULWLFDO VRFLDO
WKHRU\ UHPDLQ DOVR SUREOHPDWLF� %ROWDQVNL FRQWLQXHV WR LPDJLQH
HPDQFLSDWLRQ SULPDULO\ DV D UHWXUQ WR VRPH LGHDO VWDWH� ZKLOH
/DWRXU VHHPV WR DEDQGRQ WKH TXHVWLRQ RI GRPLQDWLRQ� ,Q WKLV
SDSHU ZH ZLOO RXWOLQH RXU RZQ SRVLWLRQ DV D PDWHULDOLVW FULWLTXH
RI WKH HVWDEOLVKHG RUGHU� 7KLV ZLOO OHDG XV WR SRQGHU WRZDUGV WKH
SROLWLFDO�UROH�RI�VRFLRORJLVWV�
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,QWURGXFWLRQ

i� 7KLV DUWLFOH LV FRQFHUQHG ZLWK WKH ODFN RI HIIHFWLYHQHVV RI FRQWHPSRUDU\ FULWLFDO
WKHRULHV LQ H[SODLQLQJ WKH FRQGLWLRQV IRU VRFLDO FKDQJH� 7KHVH WKHRULHV� ZH ZRXOG
DUJXH� FRQWLQXH WR UHO\ RQ D QDUURZ FRQVWUXFWLRQ RI VRFLDO DFWRUV� ,QGHHG� IURP WKH
)UDQNIXUW 6FKRRO WR %RXUGLHX� PDQ\ VLJQLILFDQW LQWHOOHFWXDO GHYHORSPHQWV KDYH
WDNHQ SODFH WKDW FRQWLQXH WR EH EDVHG RQ D NH\ DVVXPSWLRQ� WKDW LQGLYLGXDOV
�ZRUNHUV� VRFLDO DFWRUV� HWF�� XQFRQVFLRXVO\ UHSURGXFH WKH VRFLDO VWUXFWXUHV RI
FDSLWDOLVP ZKLOVW EHLQJ DOLHQDWHG E\ WKHP� 7KH\ DFFHSW WKH REMHFWLYH RI WKHLU
H[LVWHQFH DQG QR ORQJHU VHHN WR UHEHO DJDLQVW D V\VWHP WKDW LPSRYHULVKHV QRW RQO\
WKHLU ZRUN DQG FXOWXUH� EXW DOVR WKHLU VRXO DQG WKHLU FUHDWLYLW\� 0RUHRYHU� WKH\
HQVXUH WKH UHSURGXFWLRQ RI WKH V\VWHP E\ VHHNLQJ WR HQJDJH LQ PDVV FRQVXPSWLRQ
DW�DQ\�FRVW��RU�E\�JORULI\LQJ�WKH�GRPLQDQW�YDOXHV��

i� ,Q WKLV SDSHU ZH DLP WR VKRZ WKDW WRGD\� QR QHZ FULWLFDO SHUVSHFWLYH KDV
HPHUJHG RXW RI WKLV QHJDWLYH UHSUHVHQWDWLRQ RI WKH ZRUOG� ,QGHHG� FULWLFDO ZRUNV
UHSUHVHQW ކPDQޅ OLYLQJ KHUH DQG QRZ DV QRWKLQJ PRUH WKDQ D GHHSO\ GHJUDGHG�
FRQWDPLQDWHG� DQG GHQDWXUHG KXPDQ EHLQJ� :KDW ZH KDYH LV� LQ IDFW� D VRFLDO DFWRU
ZKR� LQ 5RXVVHDXކV SKLORVRSKLFDO WUDGLWLRQ� KDV EHHQ FRUUXSWHG E\ D FLYLOL]LQJ
SURFHVV GHHSO\ DIIHFWHG E\ PRGHUQLW\ RU FDSLWDOLVP� 7KLV YLHZ RQ VRFLDO DFWRUV UHVWV
XSRQ�DQ�DWWLWXGH�RI�GLVJXVW�WRZDUGV�WKH�ZRUOG�

i� 7KLV DSSURDFK LV ZLGHO\ SUREOHPDWLF� LW DVVXPHV WKDW FDSLWDOLVP RU PRGHUQLW\
KDYHމ UREEHGފ VRFLDO DFWRUV RI WKHLU RULJLQDO SXULW\ DQG RI WKH FRQVFLRXVQHVV RI
WKHLU DOLHQDWHG FRQGLWLRQ� ,Q RWKHU ZRUGV� WKLQNHUV EHORQJLQJ WR WKH )UDQNIXUW
6FKRRO WKHRULVWV DQG WKRVH DVVRFLDWHG ZLWK %RXUGLHXކV FULWLFDO VRFLRORJ\ EHOLHYH LQ
WKH H[LVWHQFH RI D WUDQVFHQGHQWDO DQG LGHDO VXEMHFWLYLW\ IRU VRFLDO DFWRUV WKDW
SUHGDWHV PRGHUQ VRFLHW\� ,Q WKHLU XQGHUVWDQGLQJ� UHVLVWDQFH WR DOLHQDWLRQ ZRXOG
FRQVLVW LQ UHFRYHULQJ WKLV LGHDO VXEMHFWLYLW\� )UDQNIXUW 6FKRRO WKHRULVWV KDYH IDOOHQ
LQWR WKLV WUDS PRUH WKDQ RQFH� WU\LQJ WR FDSWXUH ZKDW LV DW VWDNH E\ JRLQJ EDFN WR
5RXVVHDXކV VWDWH RI QDWXUH DQG E\ XVLQJ FRQFHSWV VXFK DV IDOVHމ QHHGVފ� IDOVHމ
FRQVFLHQFHފ� �ފUHLILFDWLRQމ LQVWUXPHQWDOމ UHDVRQފ DQG VR RQ� &RUUHVSRQGLQJO\�
%RXUGLHX DUJXHV WKDW VRFLDO DFWRUV DUH QRW HTXLSSHG WR LGHQWLI\ DQG FULWLFLVH WKHLU
DOLHQDWLRQ� DQG KH SRVLWLRQV VRFLRORJ\ DV WKH GLVFLSOLQH WKDW ZLOO VDYH VRFLDO DFWRUV
IURP WKH DOLHQDWLRQ RI WKHLU KDELWXV� WKHLU LOOXVLRQV DQG WKHLU FRPPRQ VHQVH� :H
ZRXOG DUJXH WKDW WKHUH DUH SUREOHPV ZLWK WKHVH DSSURDFKHV� L� 7KH\ DVVXPH D
SULVWLQH VWDWH RI QDWXUH WKDW SUHGDWHV WKH VRFLDO DQG LQ ZKLFK KXPDQV UHPDLQ
XQVSRLOHG� LL� 7KH DOLHQDWHG VXEMHFW LV XQDEOH WR UHVLVW KLV�KHU FRQGLWLRQ E\
KLP�KHUVHOI� LLL� 5HVLVWDQFH ZRXOG HQWDLO D UHWXUQ WR XQPHGLDWHG VXEMHFWLYLW\ DQG
VRFLDOLW\�

i� ,Q RWKHU ZRUGV� LURQLFDOO\� VRFLDO DFWRUV FDQQRW FRQWULEXWH WR WKHLU RZQ
HPDQFLSDWLRQ DQG WR WKH SURFHVV RI VRFLDO FKDQJH� 7KLV GHQLDO RI WKH UROH WKDW VRFLDO
DFWRUV FRXOG SOD\ LQ WKHLU HPDQFLSDWLRQ LV XQVDWLVIDFWRU\� ,W FDQQRW DFFRXQW IRU QHZ
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IRUPV RI VRFLDO UHVLVWDQFH WR GRPLQDWLRQ VXFK DV WKRVH HPERGLHG E\ WKH DQLPDO
ULJKWV RUJDQL]DWLRQ� ([WLQFWLRQ UHEHOOLRQ� QHZ IHPLQLVW PRYHPHQWV VXFK DV )HPHQ�
7HPSRUDU\ $XWRQRPRXV =RQH� PRYHPHQWV RI XQHPSOR\HG SHRSOH RU LOOHJDOV� HWF�
7KHVH QHZ IRUPV RI UHVLVWDQFH GHPDQG DQ DOWHUQDWLYH DSSURDFK� RQH ZKLFK LV
ILUPO\ HPEHGGHG LQ VRFLRORJLFDO TXHVWLRQV DERXW WKH SRWHQWLDO IRU HPDQFLSDWLRQ LQ
VRFLDO�DFWLRQ�

i� )RFXVLQJ RQ GHEDWHV LQ )UHQFK VRFLRORJ\ ZH H[SORUH WKH SRWHQWLDO IRU VXFK DQ
DSSURDFK LQ D VWHSZLVH ZD\� )LUVWO\� ZH H[DPLQH LQ GHWDLO %RXUGLHXކV SRVLWLRQ WR
VKRZ� DV HYRNHG� WKDW KLV LQWHOOHFWXDO VWDQFH� VKDUHG ZLWK WKH )UDQNIXUW 6FKRRO� LV
VWHHSHG LQ LGHDOLVP� 6HFRQGO\� ZH LGHQWLI\ WKH NH\ HOHPHQWV RI %ROWDQVNLކV
SUDJPDWLF VRFLRORJ\� PRVW QRWDEO\ KLV FRQFHSWLRQ RI LQVWLWXWLRQV� WR VKRZ KRZ LW
SURYLGHV SURPLVLQJ WRROV WR H[DPLQH SHRSOHކV DFWLRQV ZLWKRXW EXUGHQLQJ WKHP ZLWK
IDOVH FRQVFLRXVQHVV RU LOOXVLRQV� 7KLUGO\� LQVSLUHG E\ WKH PDWHULDOLVW WXUQ VXJJHVWHG
LQ /DWRXUކV SUDJPDWLVP� ZH HQGHDYRU WR VKRZ ZK\ SDUW RI %ROWDQVNLކV FULWLFDO
SUDJPDWLF VRFLRORJ\ QHYHUWKHOHVV FRQWDLQV D ODWHQW LGHDOLVP� /DWRXUކV PDWHULDOLVW
SRVLWLRQ LV D VWHS IRUZDUG IURP WDNHV %RXUGLHXކV DVSLUDWLRQ RI DQ LOOXVLRQ�IUHH
VRFLHW\ DQG %ROWDQVNLކV PHWDFULWLFDO PHWKRGRORJ\� %XW ZH DOVR VHH ZK\ WKH
/DWRXULDQ UHMHFWLRQ RI WKH YHU\ LGHDV RI FULWLTXH DQG GRPLQDWLRQ UHPDLQV
SUREOHPDWLF� 7KXV� LQ D IRXUWK VWHS� ZH RXWOLQH RXU RZQ FULWLFDO DQG PDWHULDOLVW
VWDQFH� DUWLFXODWHG LQ H[DPSOHV RI HPDQFLSDWLRQ DOUHDG\ QDVFHQW KHUH DQG QRZ LQ
VRPH VRFLDO PRYHPHQWV� $V VRFLRORJLVWV RXUVHOYHV ZH FRQVLGHU WKH FRQFHSW RI
GRPLQDWLRQ WR EH RI D JUHDW LPSRUWDQFH DQG ZH RIIHU D FULWLTXH RI WKH HVWDEOLVKHG
RUGHU� %XW ZH GR VR� E\ WDNLQJ DFWRUV VHULRXVO\� IROORZLQJ WKHLU RZQ GLVFRXUVHV DQG
MXVWLILFDWLRQV DQG E\ GUDZLQJ DWWHQWLRQ WR WKHLU LQKHUHQW FULWLFDO SRWHQWLDO�
+RZHYHU� ZH DUJXH WKDW ZH QHHG WR WDNH VRFLDO FRQWLQJHQF\ LQWR DFFRXQW LQ RUGHU
WR PDNH VHQVH RI FULWLFDO IRUPV RI KXPDQ DJHQF\� )LUVW� ZH QRWH WKH DPELYDOHQFH RI
WKH ODZ UHJDUGLQJ ERWK WKH HVWDEOLVKHG RUGHU DQG WKH DWWHPSWV RI UHVLVWDQFH RI
VRFLDO�DFWRUV�DQG��VHFRQG��ZH�SRQGHU�RQ�WKH�SROLWLFDO�UROH�RI�VRFLRORJLVWV�
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%RXUGLHXކV�FULWLTXH�RI�VRFLDO�DFWLRQ�DV�UHSURGXFWLRQ

&RPPRQ�VHQVH��RUGLQDU\�ODQJXDJH�DQG�IDOVH�FRQVFLRXVQHVV

i� $W WKH KHDUW RI WKH )UHQFK FULWLFDO VFKRRO ZKRVH ILJXUHKHDG LV %RXUGLHX OLHV WKH
LGHD WKDW WKH GRPLQDWHG DQG RSSUHVVHG SOD\ DQ LPSRUWDQW UROH LQ WKH UHSURGXFWLRQ
RI WKH FRQGLWLRQV RI WKHLU RZQ GRPLQDWLRQ� 7R WKLV H[WHQW� %RXUGLHXކV VRFLRORJLFDO
SURJUDP LV VXIIXVHG ZLWK WKH FRQFHUQV UDLVHG E\ WKH )UDQNIXUW 6FKRRO� DFFRUGLQJ WR
ZKLFK VRFLDO DFWRUV DUH XQDEOH WR PRYH EH\RQG IDOVH FRQVFLRXVQHVV DQG SURFHVVHV
RI�UHLILFDWLRQ�

i��,QGHHG�LQ�'LVWLQFWLRQ��%RXUGLHX�VWDWHV�

7KHUHމ LV QR GRXEW LQ WKH DUHD RI HGXFDWLRQ DQG FXOWXUH WKDW WKH PHPEHUV RI WKH
GRPLQDWHG FODVV KDYH WKH OHDVW FKDQFH RI GLVFRYHULQJ WKHLU REMHFWLYH LQWHUHVW DQG
SURGXFLQJ DQG LPSRVLQJ WKH SUREOHPDWLF PRVW FRQVLVWHQW ZLWK WKHLU LQWHUHVWV�
$ZDUHQHVV RI WKH HFRQRPLF DQG VRFLDO GHWHUPLQDQWV RI FXOWXUDO GLVSRVVHVVLRQ LQ
IDFW YDULHV LQ DOPRVW LQYHUVH UDWLR WR FXOWXUDO GLVSRVVHVVLRQ ��ޓ� (YHU\
KLHUDUFKLFDO UHODWLRQVKLS GUDZV SDUW RI WKH OHJLWLPDF\ WKDW WKH GRPLQDWHG
WKHPVHOYHV JUDQW LW IURP D FRQIXVHG SHUFHSWLRQ WKDW LV EDVHG RQ WKH RSSRVLWLRQ
EHWZHHQޅ�HGXFDWLRQކ�DQG�LJQRUDQFHފ��

i� %RXUGLHX RSHQO\ DFNQRZOHGJHV WKH LQVSLUDWLRQ WKDW KH GUDZV IURP WKH )UDQNIXUW
6FKRRO�DQG�HVSHFLDOO\�IURP�$GRUQR�

KDW:މ WKH UHODWLRQ WR ކPDVVޅ �DQG D IRUWLRUL �ކHOLWHޅ FXOWXUDO SURGXFWV UHSURGXFHV�
UHDFWLYDWHV DQG UHLQIRUFHV LV QRW �RQO\� WKH PRQRWRQ\ RI WKH SURGXFWLRQ OLQH RU
RIILFH EXW WKH VRFLDO UHODWLRQ ZKLFK XQGHUOLHV ZRUNLQJ�FODVV H[SHULHQFH RI WKH
ZRUOG� ZKHUHE\ KLV ODERU DQG WKH SURGXFW RI KLV ODERU� RSXV SURSULXP >RZQHG
SLHFH RI ZRUN@�� SUHVHQW WKHPVHOYHV WR WKH ZRUNHU DV RSXV DOLHQXP >DOLHQDWHG
SLHFH RI ZRUN@�� DOLHQDWHG ODERU� 'LVSRVVHVVLRQ LV QHYHU PRUH WRWDOO\
PLVUHFRJQL]HG� DQG WKHUHIRUH WDFLWO\ UHFRJQL]HG� WKDQ ZKHQ� ZLWK SURJUHVV RI
DXWRPDWLRQ� HFRQRPLF GLVSRVVHVVLRQ LV FRPELQHG ZLWK FXOWXUDO GLVSRVVHVVLRQ�
ZKLFK SURYLGHV WKH EHVW DSSDUHQW MXVWLILFDWLRQ IRU HFRQRPLF GLVSRVVHVVLRQ�
/DFNLQJ WKH LQWHUQDOL]HG FXOWXUDO FDSLWDO ZKLFK LV WKH SUH�FRQGLWLRQ IRU FRUUHFW
DSSURSULDWLRQ �DFFRUGLQJ WR WKH OHJLWLPDWH GHILQLWLRQ� RI WKH FXOWXUDO FDSLWDO
REMHFWLILHG LQ WHFKQLFDO REMHFWV� RUGLQDU\ ZRUNHUV DUH GRPLQDWHG E\ WKH PDFKLQHV
DQG LQVWUXPHQWV ZKLFK WKH\ VHUYH UDWKHU WKDQ XVH� DQG E\ WKRVH ZKR SRVVHVV WKH
OHJLWLPDWH�L�H���WKHRUHWLFDO��PHDQV�RI�GRPLQDWLQJ�WKHPފ��
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:ULWWHQ VRPH WKLUW\ \HDUV ODWHU� WKHVH OLQHV LQGHHG FOHDUO\ HFKR $GRUQR DQG
+RUNKHLPHUކV�'LDOHFWLF�RI�(QOLJKWHQPHQW�

7KHމ FRQVXPHUV DUH WKH ZRUNHUV DQG VDODULHG HPSOR\HHV� WKH IDUPHUV DQG SHWW\
ERXUJHRLV� &DSLWDOLVW SURGXFWLRQ KHPV WKHP LQ VR WLJKWO\� LQ ERG\ DQG VRXO� WKDW
WKH\ XQUHVLVWLQJO\ VXFFXPE WR ZKDWHYHU LV SURIIHUHG WR WKHP� +RZHYHU� MXVW DV
WKH UXOHG KDYH DOZD\V WDNHQ WKH PRUDOLW\ GLVSHQVHG WR WKHP E\ WKH UXOHUV PRUH
VHULRXVO\ WKDQ WKH UXOHUV WKHPVHOYHV� WKH GHIUDXGHG PDVVHV WRGD\ FOLQJ WR WKH
P\WK RI VXFFHVV VWLOO PRUH DUGHQWO\ WKDQ WKH VXFFHVVIXO� 7KH\� WRR� KDYH WKHLU
DVSLUDWLRQV� 7KH\ LQVLVW XQZDYHULQJO\ RQ WKH LGHRORJ\ E\ ZKLFK WKH\ DUH
HQVODYHGފ��

,Q RWKHU ZRUGV� LI PDVV FXOWXUH �+ROO\ZRRG� UHDOLW\ 79� DGYHUWLVLQJ� HWF�� LPSRVHV
LWV LGHRORJ\ XQFRQVFLRXVO\ DQG RQ VXFK D VFDOH� LW LV EHFDXVH QRW RQO\ WKH
GRPLQDWHG GR QRW SRVVHVV WKH FXOWXUDO FDSLWDO WKDW ZRXOG DOORZ WKHP QRW RQO\ WR
GLVWLQJXLVK WKHPVHOYHV LQ UHODWLRQ WR WKH GRPLQDQW LGHRORJ\� EXW DOVR WKH\ IDLO WR
SURGXFH RQH WR WKHLU DGYDQWDJH� DV GRPLQDQWV GR� 7KLV LV ZKDW %RXUGLHX UHIHUV WR
DV�V\PEROLF�YLROHQFH�

PEROLF\6<މ YLROHQFH@ LV WKH YLROHQFH ZKLFK LV H[HUFLVHG XSRQ D VRFLDO DJHQW ZLWK
KLV RU KHU FRPSOLFLW\ ��ޓ� 6RFLDO DJHQWV DUH NQRZLQJ DJHQWV ZKR� HYHQ ZKHQ WKH\
DUH VXEMHFWHG WR GHWHUPLQLVPV� FRQWULEXWH WR SURGXFLQJ WKH HIILFDF\ RI WKDW ZKLFK
GHWHUPLQHV WKHP ��ޓ� $QG LW LV DOPRVW DOZD\V LQ WKH ކILWޅ EHWZHHQ GHWHUPLQDQWV
DQG WKH FDWHJRULHV RI SHUFHSWLRQ WKDW FRQVWLWXWH WKHP DV VXFK WKDW WKH HIIHFW RI
GRPLQDWLRQ DULVHV ��ޓ� , FDOO PLVUHFRJQLWLRQ WKH IDFW RI UHFRJQL]LQJ D YLROHQFH
ZKLFK LV ZLHOGHG SUHFLVHO\ LQDVPXFK DV RQH GRHV QRW SHUFHLYH LW DV VXFK� ,W LV
WKURXJK WKH IDFW RI DFFHSWLQJ WKLV VHW RI IXQGDPHQWDO� SUH�UHIOH[LYH
DVVXPSWLRQV>�@ WKDW VRFLDO DJHQWV HQJDJH E\ WKH PHUH IDFW RI WDNLQJ WKH ZRUOG IRU
JUDQWHG� RI DFFHSWLQJ WKH ZRUOG DV LW LV� DQG RI ILQGLQJ LW QDWXUDO EHFDXVH WKHLU
PLQG LV FRQVWUXFWHG DFFRUGLQJ WR FRJQLWLYH VWUXFWXUHV WKDW DUH LVVXHG RXW RI WKH
YHU\ VWUXFWXUHV RI WKH ZRUOG ��ޓ� 7KLV LV ZK\ WKH DQDO\VLV RI WKH GR[LF DFFHSWDQFH
RI WKH ZRUOG� GXH WR WKH LPPHGLDWH DJUHHPHQW RI REMHFWLYH VWUXFWXUHV DQG
FRJQLWLYH VWUXFWXUHV� LV WKH WUXH IRXQGDWLRQ RI D UHDOLVWLF WKHRU\ RI GRPLQDWLRQ
DQG SROLWLFV� 2I DOO IRUPV RI KLGGHQޅ SHUVXDVLRQކ� WKH PRVW LPSODFDEOH LV WKH RQH
H[HUWHG��TXLWH�VLPSO\��E\�WKH�RUGHU�RI�WKLQJVފ��
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i��2Q�DQ�HSLVWHPRORJLFDO�OHYHO��%RXUGLHX�GHILQHV�VRFLRORJ\�DV�WKH�GLVFLSOLQH�WKDW�
DERYH DOO HOVH� VKRXOG UHYHDO WKH SUH�UHIOH[LYH SUHVXSSRVLWLRQV DQG GHQRXQFH WKH
GRJPDWLF DFFHSWDQFH RI WKH HVWDEOLVKHG RUGHU� 7KH VRFLRORJLVWކV WDVN LV WR FKDOOHQJH
FRPPRQ�VHQVH LQWHUSUHWDWLRQV WKDW DUH WR EH IRXQG LQ RUGLQDU\ ODQJXDJH� -XVW OLNH D
PDWKHPDWLFLDQ� VKH KDV WRމ SRLQW RXW WKDW IRUPDOL]DWLRQ FDQ FRQVHFUDWH WKH VHOI�
HYLGHQFH RI FRPPRQ VHQVH UDWKHU WKDQ FRQGHPQ LWފ�� $OWKRXJK KH LV TXRWHG OHVV
IUHTXHQWO\ E\ %RXUGLHX WKDW RWKHU )UDQNIXUW WKHRULVWV� ZH ILQG DOVR LQ KLV ZRUN DQ
HFKR RI 0DUFXVH� ,QVSLUHG SULQFLSDOO\ E\ 0DU[ DQG )UHXG� WKLV RWKHU )UDQNIXUW
6FKRRO PHPEHU GHYHORSV D SHUVSHFWLYH LQ ZKLFK DOLHQDWLRQ DQG UHSUHVVLRQ PHUJH�
)RU�H[DPSOH��KH�PDNHV�WKH�GLVWLQFWLRQ�EHWZHHQ�WUXH�DQG�IDOVH�QHHGV�

0RVWމ SUHYDLOLQJ QHHGV WR UHOD[� WR KDYH IXQ� WR EHKDYH DQG FRQVXPH LQ
DFFRUGDQFH ZLWK WKH DGYHUWLVHPHQWV� WR ORYH DQG KDWH ZKDW RWKHUV ORYH DQG KDWH�
EHORQJ WR WKLV FDWHJRU\ RI IDOVH QHHGV� 6XFK QHHGV KDYH D VRFLHWDO FRQWHQW DQG
IXQFWLRQ ZKLFK DUH GHWHUPLQHG E\ H[WHUQDO SRZHUV RYHU ZKLFK WKH LQGLYLGXDO KDV
QR FRQWURO� WKH GHYHORSPHQW DQG VDWLVIDFWLRQ RI WKHVH QHHGV LV KHWHURQRPRXV
��ޓ� ,Q WKH ODVW DQDO\VLV� WKH TXHVWLRQ RI ZKDW DUH WUXH DQG IDOVH QHHGV PXVW EH
DQVZHUHG E\ LQGLYLGXDOV WKHPVHOYHV� EXW RQO\ LQ WKH ODVW DQDO\VLV� WKDW LV� LI DQG
ZKHQ WKH\ DUH IUHH WR JLYH WKHLU RZQ DQVZHU� $V ORQJ DV WKH\ DUH LQGRFWULQDWHG
DQG PDQLSXODWHG �GRZQ WR WKHLU YHU\ LQVWLQFWV�� WKHLU DQVZHU WR WKLV TXHVWLRQ
FDQQRW�EH�WDNHQ�DV�WKHLU�RZQ��ފ�ޓ��

(YHU\ DWWHPSW RI OLEHUDWLRQ UHTXLUHV WKDW ZH EHFRPH DZDUH RI VHUYLWXGH� EXW WKLV
DZDUHQHVV FRPHV XS DJDLQVW IDOVH QHHGV WKDW LQGLYLGXDOV IDOO WR UHFRJQL]H DV VXFK�
,Q RWKHU ZRUGV� HYHU\ DWWHPSW RI OLEHUDWLRQ VKRXOG HQWDLO VXEVWLWXWLQJ DOO WKH IDOVH
FRQVFLRXVQHVV ZLWK VHOI�UHDOLVDWLRQ DQG DZDUHQHVV� $V LW LV REVHUYHG LQ
FRQVXPSWLRQ�SUDFWLFH�

UHH(މ FKRLFH DPRQJ D ZLGH YDULHW\ RI JRRGV DQG VHUYLFHV GRHV QRW VLJQLI\
IUHHGRP LI WKHVH JRRGV DQG VHUYLFHV VXVWDLQ VRFLDO FRQWUROV RYHU D OLIH RI WRLO DQG
IHDU ހ WKDW LV� LI WKH\ VXVWDLQ DOLHQDWLRQ� $QG WKH VSRQWDQHRXV UHSURGXFWLRQ RI
VXSHULPSRVHG QHHGV E\ WKH LQGLYLGXDO GRHV QRW HVWDEOLVK DXWRQRP\� LW RQO\
WHVWLILHV�WR�WKH�HIILFDF\�RI�WKH�FRQWUROVފ���

i�� 7KHUHIRUH� WKH LQGLYLGXDO ZKR UDWLRQDOL]HV KHU�KLV DFW RI FRQVXPSWLRQ �IRU
LQVWDQFH� WKH SXUFKDVH RI D JOHDPLQJ 689� LQ WHUPV RI IUHHGRP� FKRLFH� RU
VHOHFWLRQ� RQO\ PRELOL]HV WKH SUH�UHIOH[LYH SUHVXSSRVLWLRQ RI WKH VWHUHRW\SH RI
ކIUHHGRPޅ LQ RUGHU WR MXVWLI\ KHU�KLV DFW RI SXUFKDVH WKURXJK KLV RUGLQDU\ ODQJXDJH�

3DJH�����



$QG WKH VRFLRORJLVW ZKR ZRXOG FRPPLW WR WKLV LOOXVRU\ IUHHGRP LQ RUGHU WR GHYHORS
D VRFLRORJ\ RI FRQVXPSWLRQ ZRXOG GR QRWKLQJ EXW EHFRPH FRQWDPLQDWHG E\ D
SHWULILHG SKLORVRSK\ RI WKH VRFLDO� UDWKHU WKDQ DVVLJQLQJ D VRFLRORJLFDO H[SODQDWLRQ
WR WKDW YHU\ VDPH DFW� 7KH ILUVW WKLQJ V�KH VKRXOG KDYH GRQH LV WR ELG IDUHZHOO WR
WKLV RUGLQDU\ H[SODQDWLRQ WKDW LV LQKHUHQW LQ FRPPRQ VHQVH� DQG WR H[DPLQH KRZ
WKLV DFW LV QRWKLQJ EXW WKH SURGXFW RI GRPLQDQW IRUPV DQG PRGHV RI UHSUHVHQWDWLRQ
LQVFULEHG LQ D SHWLWމ ERXUJHRLVފ KDELWXV� 2UGLQDU\ ODQJXDJH UHPDLQV VXERUGLQDWHGމ
WR SUDFWLFDO IXQFWLRQVފ� WKH RQHV WKDW WKHLU KDELWXV DVVLJQV WR WKHP� 7KLV LV KRZ� LQ
WKH PDQQHU RI WKH ILUVW�JHQHUDWLRQ )UDQNIXUW WKHRULVWV� %RXUGLHX LQGLFDWHV LQ
'LVWLQFWLRQ WKDW GRPLQDQW PRGHV RI FRQVXPSWLRQ VHUYH DV PRGHO IRU WKH PRGHV RI
FRQVXPSWLRQ RI WKH GRPLQDWHG� WKURXJK WKHLU KDELWXV� HYHQ WKRXJK WKH ODWWHU DUH
XQDZDUH RI LW� 7KH SHWLW ERXUJHRLV LV WKH ފSDUYHQXމ ZKRVH DFWV FRQYH\ WKH
XQFRQVFLRXV GHVLUH WR V\PEROL]H WDFWOHVVO\ D VRFLDO VXFFHVV DQG WR DSH WKH UHDO
SUDFWLFHV RI WKH GRPLQDQWV �ZKR� LQ WKHLU WXUQ� ZRXOG SUREDEO\ REMHFW WR H[SUHVVLQJ
WKHLU GRPLQDWLRQ WKURXJK SRVVHVVLRQ� RI DQ 689� DV WKH\ FRXOG FRQVLGHU LW YXOJDU
DQG�RVWHQWDWLRXV��

$�VRFLRORJLFDO�DFFRXQW�RI�IUHHGRP�PDVNHG�E\�KDELWXV

i�� (YHQ WKRXJK WKH\ IRUP DQ RSSRVLWLRQDO WDQGHP ZKLFK %RXUGLHX DVSLUHV WR JHW
ULG RI� WKH XVH RI WKH FRQVFLRXV�XQFRQVFLRXV GLVWLQFWLRQ ހ ZKLFK KH FRQVWDQWO\
HYRNHV ހ LV UHYHDOLQJ� 7KH GLVWLQFWLRQ LV DQ LQKHUHQW DVSHFW RI KLV QRWLRQ RI KDELWXV
DV�

Dމ V\VWHP RI GXUDEOH� WUDQVSRVDEOH GLVSRVLWLRQV� VWUXFWXUHG VWUXFWXUHV
SUHGLVSRVHG WR IXQFWLRQ DV VWUXFWXULQJ VWUXFWXUHV� WKDW LV� DV SULQFLSOHV ZKLFK
JHQHUDWH DQG RUJDQL]H SUDFWLFHV DQG UHSUHVHQWDWLRQV WKDW FDQ EH REMHFWLYHO\
DGDSWHG WR WKHLU RXWFRPHV ZLWKRXW SUHVXSSRVLQJ D FRQVFLRXV DLPLQJ DW HQGV RU
DQ�H[SUHVV�PDVWHU\�RI�WKH�RSHUDWLRQV�QHFHVVDU\�LQ�RUGHU�WR�DWWDLQ�WKHPފ���

i�� 7KH MXVWLILFDWLRQ WKDW RQH LV OLNHO\ WR PDNH IRU RQHކV SUDFWLFH� WKHUHIRUH� FRPHV
WKHUHIRUH DV DGGLWLRQDO HOHPHQW LQ UHODWLRQ WR RQHކV UHDO PRWLYHV WKDW DUH ORFDWHG
EHQHDWK D KDELWXV ZKLFK FDQ RQO\ EH EURXJKW WR OLJKW E\ WKH VRFLRORJLVW� 7KH RQO\
REMHFWLYH UHDOLW\ LV EHQHDWK WKH LOOXVRU\ UHDOLW\ RYHU ZKLFK RXU KDELWXV� DV
VWUXFWXULQJ VWUXFWXUHV� ZHDYHV D GHVN EORWWHU� 6RFLDOމ VFLHQFH KDV WR UHLQWURGXFH
LQWR WKH IXOO GHILQLWLRQ RI WKH REMHFW WKH SULPDU\ UHSUHVHQWDWLRQV RI WKH REMHFW
�QDPHO\ WKDW RI FRPPRQ VHQVH ZKLFK VHHV WKH 689 REMHFW DV WKH HPERGLPHQW RI D
IUHHGRP >$XWKRUކV 1RWH@�� ZKLFK LW ILUVW KDG WR GHVWUR\ LQ RUGHU WR DFKLHYH WKH
���ފ�GHILQLWLRQކREMHFWLYHޅ

i�� %XW LW RQO\ GRHV VR ZKHQ LW LV SURWHFWHG IURP \VXPPDUމ DQG VFKHPDWLF
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UHSUHVHQWDWLRQVފ IURP \RUGLQDUމ ODQJXDJH V\QWD[ފ ZKLFK HPHUJH IURP WKH KDELWXV
�GHYHORSHG LQ %RXUGLHX DQG :DFTXDQW���� &RPPRQ VHQVH �DQG LWV ODQJXDJH� PXVW�
WKHUHIRUH� EH VXEMHFWHG SHUSHWXDOO\ WR VRFLRORJLFDO VXVSLFLRQ DQG WR DURXVH D ZLOO RI
FULWLFDOމ UXSWXUH ZLWK LWV WDQJLEOH VHOI�HYLGHQFHV� LQGLVSXWDEOH DW ILUVW VLJKW� ZKLFK
VWURQJO\ WHQG WR JLYH WR DQ LOOXVRU\ UHSUHVHQWDWLRQ DOO WKH DSSHDUDQFHV RI EHLQJ
JURXQGHG LQ UHDOLW\ފ��� 2UGLQDU\ FRQVFLRXVQHVV LV WKH UHLI\LQJ FRQVFLRXVQHVV�
0DUFXVHކV�IDOVH�FRQVFLRXVQHVV��DOLHQDWHG�E\�WKH�XQFRQVFLRXV�JDPH�RI�WKH�KDELWXV�

i�� %RXUGLHX QHYHU FRPSURPLVHG RQ WKH FRUH RI KLV HSLVWHPRORJ\� ,Q KLV EHVW�VHOOHU
7KH ZHLJKW RI WKH ZRUOG� KH JDYH WKH LPSUHVVLRQ WKDW KH ZDV JLYLQJ VRFLDO DFWRUV D
YRLFH� WDNLQJ LW VHULRXVO\� +RZHYHU� LQ WKH FRQFOXVLRQ RI WKH ERRN KH UHWXUQHG WR KLV
XVXDO FRQYLFWLRQ WKDW ULJRURXVމ NQRZOHGJH DOPRVW DOZD\V SUHVXSSRVHV D PRUH RU
OHVV VWULNLQJ UXSWXUH ZLWK WKH HYLGHQFH RI DFFHSWHG EHOLHI ހ XVXDOO\ LGHQWLILHG DV
FRPPRQ VHQVHފ ZKLFK FRQWDPLQDWHV DOVR WKH VRFLRORJLVWކV SRLQW RI YLHZ� ,I WKH
VRFLRORJLVW GRHV QRW OLEHUDWH KLP�KHUVHOI IURP WKHVH SUH�FRQFHSWLRQV� WKHQ WKH
GDQJHU LV WKDW WKH ILHOG ZLOO EH YXOQHUDEOHމ WR SUHFRQVWUXFWLRQV RU WR WKH DXWRPDWLF
HIIHFWV RI VRFLDO PHFKDQLVPV ��ޓ� 2QO\ DFWLYH GHQXQFLDWLRQ RI WKH WDFLW
SUHVXSSRVLWLRQV RI FRPPRQ VHQVH FDQ FRXQWHU IRU WKH HIIHFWV RI WKH UHSUHVHQWDWLRQV
RI VRFLDO UHDOLW\ފ��� %RXUGLHX FRQWLQXHV� ,މ DP WKLQNLQJ SDUWLFXODUO\ KHUH RI
UHSUHVHQWDWLRQV LQ WKH SUHVV DQG� DERYH DOO� RQ WHOHYLVLRQ� ZKLFK DUH HYHU\ZKHUH
LPSRVHG RQ WKH PRVW GLVDGYDQWDJHG DV WKH UHDG\�PDGH WHUPV IRU ZKDW WKH\ EHOLHYH
WR EH WKHLU H[SHULHQFH� 6RFLDO DJHQWV GR QRW LQQDWHO\ SRVVHVV D VFLHQFH RI ZKDW WKH\
GRފ��� :KDW OD\SHUVRQV PRVWO\ GR QRW XQGHUVWDQG LV� RI FRXUVH� WKH WDFLW UXOHV WKDW
JRYHUQ�WKHLU�SUDFWLFHV�XQZLWWLQJO\�LQ�WKHLU�KDELWXV�

i�� %RXUGLHXކV ILHUFHVW RSSRQHQWV XQGHUVWRRG ZHOO WKDW E\ LQYLWLQJ XV� LQ WKH
PDQQHU RI 0DUFXVH� WR HQJDJH LQWR D IRUP RI DVFHWLFLVP WRZDUGV FRPPRQ VHQVH
ODQJXDJH� KH ZDV ZLOOLQJ WR GHPRQVWUDWH WKDW \UDWLRQDOLWމ FDQ RQO\ EH GHILQHG DV D
EDWWOH WKDW KDV WR EH IRXJKW RYHU DQG RYHU DJDLQ� DJDLQVW SUH�VFLHQWLILF PHQWDOLW\
DQG�PLVOHDGLQJ�HYLGHQFHފ���

i�� 6FLHQWLILF VRFLRORJLFDO ODQJXDJH LV ZKDW FDQ EH DUWLFXODWHG EHIRUH EHLQJ
SRVVLEO\ FRQWDPLQDWHG E\ D FRPPRQ VHQVH IURP ZKLFK LW PXVW EH SURWHFWHG� ,W LV
EHQHDWK LOO�WKRXJKW RXW SUHMXGLFHV DQG UHSUHVHQWDWLRQV ZKLFK PDQLIHVW RXU KDELWXV�
7KH VRFLRORJLVW PXVW GLJ RXW WKH WUXH PHDQLQJ RI VRFLDO IDFWV ZKLFK DUH GLIIHUHQW
IURP WKRVH DVVLJQHG E\ RUGLQDU\ VRFLDO DFWRUV� %RXUGLHXކV VRFLRORJ\ LV WKRXJKW IURP
WKH GHSWKV� FRUUHFW ODQJXDJH LV WKDW RI WKH VRFLRORJLVW EHIRUH EHLQJ FRQWDPLQDWHG
E\ WKLV VWUDWXP RI GLUW PDGH RI SUHMXGLFHV� 8QGHU WKH UDWLRQDOLW\ �DOLHQDWHG DQG
UHLILHG E\ WKH KDELWXV� H[SUHVVHG FRQVFLRXVO\ WKURXJK FRPPRQ VHQVH� %RXUGLHX
VD\V WKDW WKHUH H[LVWV DQRWKHU YDOXH�IUHH UDWLRQDOLW\ ZKLFK KDV WKH SRZHU WR UHYHDO
WKH XQFRQVFLRXV SUDFWLFDO UDWLRQDOLW\ RI WKH DFWRU� 7KH %RXUGLHXVLDQ VRFLRORJLVW
ZRXOG EH FORVHVW WR WKDW YDOXH�IUHH UDWLRQDOLW\� D SXUH VXEMHFWLYLW\ ZKLFK LV LWVHOI
IUHH IURP DOO P\WKV� FRPPRQ VHQVH� GR[LF SUHVXSSRVLWLRQV� DQG UHFHLYHG LGHDV�
+RZHYHU��WKLV�YDOXH�IUHH�UDWLRQDOLW\�LV�LWVHOI�DW�ULVN�RI�EHLQJ�FRQWDPLQDWHG�
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i�� ,QGHHG� WKH KDELWXV� WKH LQGLYLGXDOL]HG VRFLDO� DV KH OLNHG WR UHPLQG XV� LV WKH
FRQGLWLRQ RI DQ\ SUDFWLFH RU ORJLF� QR PDWWHU WKHLU PXWXDO LQWHUDFWLRQ� ,Q D VRFLHW\
LQ ZKLFK WKH GRPLQDQW LGHRORJ\ EHORQJV WR OLEHUDOLVP DQG FRQVXPHULVP� KDELWXV
ZLOO OHDG VRFLDO DFWRUV WR UHSURGXFH FRQVXPHULVW EHKDYLRUV� 7KH\ ZLOO MXVWLI\ WKHLU
SUDFWLFHV E\ PRELOL]LQJ� IRU LQVWDQFH� VWHUHRW\SHV RI IUHHGRP HQWLUHO\ LPEXHG ZLWK
GRPLQDQW FRQQRWDWLRQV �, DP IUHH WR FRQVXPH� SXUFKDVH� H[SUHVV P\ SULGH RI
RZQLQJ VXFK DQG VXFK D EUDQG RU DQ 689�� %RXUGLHXކV DLP LV WR HVWDEOLVK D FULWLFDO
WKRXJKW ZKLFK LGHQWLILHV WKH SURFHVV WKDW FUHDWHV WKH LOOXVLRQV PDQLIHVW LQ FRPPRQ
ODQJXDJH XQGHU WKH SUHVVXUH RI GRPLQDQW LGHRORJ\ DQG LWV VWUXFWXUHV RI WKRXJKW� LQ
RUGHU WR SUHYHQW WKHP IURP FRQWDPLQDWLQJ WKH ODQJXDJH RI VRFLRORJLFDO UHVHDUFK�
$V ZLWK 0DUFXVH� $GRUQR� RU +RUNKHLPHU� RQO\ WKH LQWHOOHFWXDO KDV WUXH
FRQVFLRXVQHVV� WKH WUDQVFHQGHQWDO FRQVFLRXVQHVV RI GHSWKV� %XW WKLV KDV WR EH
SURWHFWHG�

7KH�OLEHUDWHG�VRFLDO�DFWRU�DQG�LGHDOLVP�LQ�FULWLFDO�VRFLRORJ\

i�� %RXUGLHXކV SRVLWLRQ OLHV LQ WKH SRVWXODWH WKDW KXPDQ FRQVFLRXVQHVV LV UHLILHG�
GHFDGHQW DQG GLVWRUWHG E\ SHWLW ERXUJHRLV KDELWXV� FRQVXPHULVP RU GRPLQDQW FODVV
YDOXHV LQ ODWH FDSLWDOLVP� %H\RQG DOO WKLV� WKHUH LV DQ DXWKHQWLF FRQVFLRXVQHVV DQG
LWV ORVW RU FHQVRUHG IUHHGRP� LQ VXP� DQ LGHDO WUDQVFHQGHQWDO VWDWH WR ZKLFK KXPDQ
EHLQJV�VKRXOG�EH�UHWXUQHG�

i�� %XW KRZ XVHIXO LV WKLV FODVVLFDO VFKHPH RI FULWLFDO WKRXJKW LQ H[SODLQLQJ WKH
QXPHURXV UHDFWLRQV IURP FLWL]HQV DJDLQVW WKH XQSUHFHGHQWHG DXVWHULW\ PHDVXUHV�
SUHVHQWHG DV SUXGHQWމ JRYHUQDQFHފ� WKDW OHG PDQ\ SRSXODWLRQV LQWR WKH GHSWKV RI
WKH HFRQRPLF FULVLV" $UJXDEO\ LW LV QR ORQJHU VDWLVIDFWRU\ WR DFFRXQW IRU WKHVH
DWWHPSWV DW HPDQFLSDWLRQ XVLQJ D IUDPHZRUN WKDW SULYLOHJHV FRQVWUXFWLRQV RI WKH
VXEMHFW DV DOLHQDWHG� WDUUHG ZLWK IODZV WKDW GHVSRLO KLP�KHU� SROOXWH KLP�KHU�
UHQGHU KLP�KHU LQFDSDEOH RI UHDO FRPPXQLFDWLYH VNLOOV DQG RI DWWDLQLQJ D VWDWH RI
SHUIHFWLRQ�WKDW�RQO\�H[LVWV�LQ�WKH�IDQWDV\�RI�LQWHOOHFWXDOV�

i�� 7KXV ZH QHHG D GLIIHUHQW DSSURDFK� ,Q ZKDW IROORZV ZH SUHVHQW VXJJHVWLRQV IRU
DQ DOWHUQDWLYH SDUDGLJP ZLWK WKH SRWHQWLDO WR XQWHWKHU VRFLRORJ\ LQ JHQHUDO DQG
FULWLFDO WKRXJKW LQ SDUWLFXODU� IURP WKHVH SHUYDVLYH SKLORVRSKLFDO XQGHUVWDQGLQJV RI
WKH PRGHUQ VXEMHFW� 7KLV SDUDGLJP FDQ EH IRXQG LQ )UHQFK SUDJPDWLF VRFLRORJ\
DQG�LWV�UHFHQW�DGYDQFHV��DQG�PRUH�QRWDEO\��LQ�WKH�ZRUN�RI�/XF�%ROWDQVNL�
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/XF�%ROWDQVNLކV�3UDJPDWLF�6RFLRORJ\�RI�&ULWLTXH�

+RZ�ERGLOHVV�EHLQJV�GHILQH�UHDOLW\

i�� ,Q WKLV VHFWLRQ ZH ZLOO VKRZ KRZ %ROWDQVNL FRPHV WR JULSV ZLWK WKH WUDGLWLRQ RI
FULWLFDO WKRXJKW DQG DFKLHYHV WR RIIHU D QHZ RULHQWDWLRQ� $FFRUGLQJ WR KLP� LW LV
FUXFLDO� DV LW KDV EHHQ WKH FDVH VLQFH 0DU[� WR GHYHORS D WKHRU\ WKDW GH�FRQVWUXFWV
GRPLQDWLRQ� 'RPLQDWLRQ LV UHFRJQL]HG WR EHORQJ WR KLJKHU FODVVHV� QDPHO\ WKRVH
ZKR HVFDSH SUHFDULRXVQHVV RU WKH ULVN RI SUHFDULRXVQHVV� 7KH FRQFHSW RI
�ފGRPLQDWLRQމ DV %ROWDQVNL H[SODLQV LQ 2Q &ULWLTXH� UHIHUV WR WKH DELOLW\ RI GHILQLQJ
UHDOLW\� QDPHO\ WR WKH DELOLW\ WR PDNH D UHDOLW\ WKDWމ� ZKLFK KDQJV WRJHWKHUފ� RXW RI
WKH�ZRUOG��މWKDW�ZKLFK�LV�XQFHUWDLQށ��ފ�LQ�)UHQFKމ�FH�TXކLO�HQ�HVW�GH�FH�TXL�HVWފ����

H:މ FDQ DOVR VD\� LQ D GLIIHUHQW ODQJXDJH LQVSLUHG E\ ODZ� WKDW WKH FULWLTXH RI
GRPLQDWLRQ FRQFHUQV WKH HVWDEOLVKPHQW RI TXDOLILFDWLRQV WKDW LV @ޓ< WKH
RSHUDWLRQV ZKLFK LQGLYLVLEO\ IL[ WKH SURSHUWLHV RI EHLQJV DQG GHWHUPLQH WKHLU
ZRUWK� 7KLV ZRUN RI TXDOLILFDWLRQ JHQHUDOO\ UHOLHV RQ IRUPDWV RU W\SHV� LQYDULDEO\
FRPELQHG ZLWK GHVFULSWLRQV DQG�RU GHILQLWLRQV� ZKLFK DUH WKHPVHOYHV VWRUHG LQ
YDULRXV IRUPV VXFK DV UHJXODWLRQV� FRGHV� FXVWRPV� ULWXDOV� QDUUDWLYHV�
HPEOHPDWLF�H[DPSOHV��HWFފ����

i�� %ROWDQVNL DUJXHV WKDW LW LV WKH WDVN RI LQVWLWXWLRQ WR GHILQH UHDOLW\� ,QGHHG� QR
PHUH LQGLYLGXDO FRXOG GHIDLQH WKDWމ ZKLFK KDQJV WRJHWKHUފ� EHFDXVH HYHU\ KXPDQ
EHLQJ LV HPERGLHG LQ D ERG\� 7KLV PHDQV WKDW HYHU\ LQGLYLGXDO LV� QHFHVVDULO\
ORFDWHG LQ VSDFH DQG WLPH� DQG LV WKXV OLNHO\ WR EH DFFXVHG RI H[SUHVVLQJ RQO\ KLV RU
KHU SRLQW RI YLHZ DQG KLV RU KHU RZQ LQWHUSUHWDWLRQ RI UHDOLW\� &RQVHTXHQWO\� WKH
WDVN RI VD\LQJ WKDWމ ZKDW KDQJV WRJHWKHUފ LV GHOHJDWHG WR LQVWLWXWLRQV� IRU WKH
VLPSOH UHDVRQ WKDW WKH\ DUH ERGLOHVV� ,W LV WKRVH LQVWLWXWLRQV WKDW ZLOO SUHFLVHO\
HQDFW UHJXODWLRQV� FRGHV� DQG ULWXDOV WKDW ZLOO WKHQ HQDEOH XV WR SHUFHLYH DQG WDON
DERXW UHDOLW\� $QG LW LV WKDQNV WR WKHVH UHJXODWLRQV� FRGHV� DQG ULWXDOV HQDFWHG DQG
SURWHFWHG E\ EHLQJV ZKR GR KDYH D ERG\ �WKH MXGJH� WKH SROLFHPDQ� FLYLO VHUYDQWV�
(XURSHDQ &RPPLVVLRQHUV� HWF��� WKDW ERGLOHVV EHLQJV� VXFK DV WKH 6WDWH RU
FDSLWDOLVP� IRU H[DPSOH� EHFRPH FRQVWLWXWLYH RI UHDOLW\� 7KH )RHWDO &RQGLWLRQ XVHV
WKH H[DPSOH RI DERUWLRQ DV D ZD\ WR SHQHWUDWH WKH IXQGDPHQWDO SUREOHP RI GHILQLQJ
ZKDW LV D KXPDQ EHLQJ� 7KH 6WDWH LV HQWUXVWHG ZLWK WKH YHU\ GHOLFDWH WDVN RI
WXUQLQJ D EHLQJ IURP DQ XQFHUWDLQ VWDWH RI WKLQJV LQWR D SHUVRQ� 7KLV LV DFKLHYHG E\
KDYLQJ UHFRXUVH WR ELRPHGLFLQH ILOOHG ZLWK HPERGLHG EHLQJV VXFK DV GRFWRUV ZKR
ZLOO EHJLQ WR LGHQWLI\ JDPHWHV� SUH�HPEU\RV� HPEU\RV� IHWXVHV� YLDEOH IHWXVHV �HWF���
DQG ZKLFK ZLOO JLYH DQ RQWRORJLFDO VWDWXV WR WKLV EHLQJ DQG WKHQ KRSHIXOO\� DOVR D
OHJDO�VWDWXV���
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Q,<މ WKH FDVH RI FDSLWDOLVP� LQVWLWXWLRQDO RSHUDWLRQV DUH MXVW DV QHFHVVDU\ WR
GHILQH WKH SURSHUWLHV RI WKLQJV@� ZKDW WUDQVIRUPV WKHP LQWR SURGXFWV RU JRRGV
DQG HQDEOHV WKH HVWDEOLVKPHQW RI PDUNHWV� )RU VXSSO\ DQG GHPDQG WR EH DEOH WR
FRLQFLGH� DQG D PDUNHW WKHQ WR EH HVWDEOLVKHG DQG RSHUDWH �PRUH RU OHVV��
LQIRUPDWLRQ DERXW JRRGV PXVW EH FRQFHQWUDWHG LQ SULFHV� %XW IRU WKLV SURFHVV
LWVHOI WR EH SRVVLEOH� WKH JRRGV PXVW SUHYLRXVO\ KDYH EHHQ VXEMHFW WR D ODERU RI
GHILQLWLRQ RU UDWKHU WKH UHODWLRQV EHWZHHQ JRRGV DQG WKH ZRUGV WKDW GHVLJQDWH
WKHP� RU WKH QDPHV JLYHQ WR WKHP� PXVW KDYH EHHQ VWDELOL]HG E\ D GHWHUPLQDWH
GHVFULSWLRQ� 7KLV WDVN RI IL[LQJ UHIHUHQFH LV ZKDW LV SHUIRUPHG E\ EUDQGV� DQG�
PRUH JHQHUDOO\� LQVWLWXWLRQV RI QRUPDOL]DWLRQ �H�J� ,62 QRUPV� RU TXDOLW\ FRQWURO�
ZKLFK SUHYHQW REMHFWV ORVLQJ WKHLU LGHQWLW\ LQ WKH FRXUVH RI WKH PXOWLSOH XVHV
PDGH RI WKHP� $OO WKHVH LQVWLWXWLRQV JXDUDQWHH� DV LV VDLG LQ WKH FDVH RI ZLQH�
���ފކDSSHOODWLRQV�FRQWU¶O«HVޅ

6WDELOL]LQJ�UHDOLW\�WR�DYRLG�DQ[LHW\

i�� $V RQH FDQ JXHVV� LQ RXU GHPRFUDWLF OLEHUDO GHPRFUDFLHV� WKH ODZ SOD\V D NH\
UROH LQ WKH SURFHVV RI VWDELOL]DWLRQ RI UHDOLW\� ,W KHOSV WR WDNH RII XQFHUWDLQW\ WKDW
ZRXOG WKUHDWHQ VRFLDO DUUDQJHPHQWV DQG DQ[LHW\ LQ IURQW RI WKH ULVN RI SHUSHWXDO
FKDQJH� :LWKRXW WKH ODZ DQG LWV QXPHURXV DFWV RI VWDELOL]LQJ UHDOLW\� ZH ZRXOG
KDYH EHHQ XQDEOH WR VKDUH EHOLHIV� LGHDV DQG FRQFHSWLRQV DERXW WKH ZRUOG DQG WKH
WKLQJV�WKDW�VXUURXQG�XV�

7KH<މ ODZ FRQWULEXWHV WR PDNLQJ UHDOLW\@ ERWK LQWHOOLJLEOH DQG SUHGLFWDEOH� E\
SUHIRUPLQJ FKDLQV RI FDXVDOLW\ OLNHO\ WR EH DFWLYDWHG WR LQWHUSUHW WKH HYHQWV WKDW
RFFXU� 6LQFH WKH ODZ KDV WR HVWDEOLVK OLQNV EHWZHHQ HYHQWV DQG HQWLWLHV� LW PXVW
HTXLS LWVHOI ZLWK DQ HQF\FORSHGLD RI HQWLWLHV WKDW LW DFNQRZOHGJHV DV YDOLG� ,W LV LQ
LWV SRZHU @ޓ< WR VD\ ZKDW LV DQG WR DVVRFLDWH GHFLVLRQV DERXW ZKDW LV ZLWK YDOXH
MXGJHPHQWV� 7KLV LV WKH UHDVRQ ZK\ WKH ODZ FDQ RQO\ EH SURGXFHG E\ LQVWLWXWLRQV
ހ GHSHQGHQW PRVWO\� LQ FRQWHPSRUDU\ VRFLHWLHV� RQ WKH 6WDWH� &RQYHUVHO\� DQ\
GHYLFH OLNHO\ WR SURGXFH WKH ODZ FDQ EH FRQVLGHUHG DQ LQVWLWXWLRQ� ,Q WKDW VHQVH�
ZH PD\ VD\ WKDW WKH ODZ LV DW WKH VDPH WLPH D VHPDQWLF LQVWDQFH� LQ WKH VHQVH
WKDW LW IL[HV FKDUDFWHUL]DWLRQV� DQG WKH RQWRORJLFDO RSHUDWRU SDU H[FHOOHQFH �@ޓ<
/HJDO LQVWLWXWLRQV DOZD\V FRPSULVH UHSUHVHQWDWLYHV� SHRSOH LQ FKDUJH RU
VSRNHVSHUVRQV ZKR DUH SK\VLFDO SHUVRQV� RUGLQDU\ HPERGLHG LQGLYLGXDOV ZKR FDQ
UHSUHVHQW�WKHVH�HQWLWLHV��VSHDN�RQ�WKHLU�EHKDOIފ���

i�� +RZHYHU� FRQWUDU\ WR ZKDW WKH )UDQNIXUW 6FKRRO WKHRU\ RI UHLILFDWLRQ KDG
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LPSOLHG IRU D ORQJ WLPH� FDSLWDOLVP DQG WKH 6WDWH DUH QRW WKH RQO\ ERGLOHVV EHLQJV
WKDW HQDFW WKH V\PEROLF IRUPV RI UHDOLW\� 'HSHQGLQJ RQ FXOWXUHV DQG VRFLHWLHV� WKHUH
DUH RWKHU ERGLOHVV EHLQJV VXFK DV UHOLJLRXV LQVWLWXWLRQV� SROLWLFDO SDUWLHV� HWKQLF
JURXSV� WKH GHDG� HWF�� EXW DOVR XQLYHUVLWLHV� 7KHUHIRUH� IRU LQVWDQFH� D GRFWRUDO
VHPLQDU LV PRUH RU OHVV GHILQHG V\PEROLFDOO\ E\ WKH XQLYHUVLW\� ZKLFK� LQ WXUQ�
UHOLHV RQ HPERGLHG EHLQJV WR �UH�VWDWH WKDWމ ZKLFK PDNHV WKLQJV KDQJ WRJHWKHUފ LQ
WKH DFDGHPLF ZRUOG� )RU LQVWDQFH� WKH XQLYHUVLW\ DV LQVWLWXWLRQ� IRUFHV LWV PHPEHUV
WR UHVSHFW D VHW RI WDFLW QRUPV DQG UHJXODWLRQV WKDW VKRXOG IXOILO D SDUWLFXODU
SXUSRVH DQG D FRQFUHWH VHW RI DFWLRQV LQ D JLYHQ VLWXDWLRQ� +RZHYHU� FRPSODLQWV
RIWHQ DULVH� ZKHQ IRU LQVWDQFH� WKH VWDWH RI WKLQJV GRHV QRW FRUUHVSRQG WR WKH LGHDO
VWDWH RI WKLQJV� DFFRUGLQJ WR WKH LQVWLWXWLRQ� /HWކV WDNH WKH H[DPSOH RI WKH GRFWRUDO
VHPLQDU� 7KH SURIHVVRU PLJKW EH FDXJKW GD\GUHDPLQJ� WKH GRFWRUDO VWXGHQW PLJKW
PXPEOH GXULQJ D SUHVHQWDWLRQ� RWKHU VWXGHQWV LQ WKH DXGLHQFH PLJKW IDOO DVOHHS�
FKDW� RU SOD\ ZLWK WKHLU VPDUWSKRQHV� ,Q WKLV FRQWH[W� VRPHERG\ PLJKW FRPSODLQ
DQG ULVH D OHJLWLPDWH TXHVWLRQ� RQ EHKDOI RI WKH LQVWLWXWLRQ� V,ޅ WKLV ZKDW \RX FDOO D
VHPLQDUކ" 6XFK D VWDWHPHQW LVމ SRLQWLQJ RXW WKH IDFW WKDW WKH VWDWH RI WKLQJV� KHUH
DQG QRZ� GRHV QRW GHVHUYH WR EH GHVLJQDWHG DV VXFK DFFRUGLQJ WR LWV V\PEROLF IRUP
�WKH V\PEROLF IRUP RI WKH LGHDO VHPLQDU�ފ�� ށ HYHQ WKRXJK WKH LQGLYLGXDO WKDW
HPERGLHV WKH ERGLOHVV EHLQJ� L�H� WKH SURIHVVRU HPERG\LQJ WKH XQLYHUVLW\� KDG VDLG
DW�WKH�EHJLQQLQJ�RI�WKH�\HDU�WKDW�KLV�VHPLQDU�ZRXOG�EH�VFKRODUO\�DQG�VFLHQWLILF�

i�� ,W LV WKXV WKH WDVN RI WKH LQVWLWXWLRQV WR� OLWHUDOO\� LQVWLWXWH UHDOLW\ VR WKDW
HYHU\RQH DJUHHV RQ ZKDW ZH DUH WDONLQJ DERXW LQ D JLYHQ VLWXDWLRQ� ,QVWLWXWLRQV SOD\
D VHPDQWLF UROH� ZKLFK LV QHFHVVDU\ LQ RUGHU IRU VRPHRQH WR EH DEOH WR FRPSUHKHQG
EXW DOVR WR UHIHU WKLQJV LQ RXU FRPPRQ ZRUOG� ,Q WKLV FRPPRQ ZRUOG� ZH OLYH LQ D
URXWLQH�PRVW�RI�WKH�WLPH�

W,މ LV RQO\ ZKHQ KLFFXSV SUHYHQW URXWLQHV IURP EHLQJ IROORZHG WKDW WKH
LQVWLWXWLRQDO GLPHQVLRQ RI WKH LQVWLWXWLRQ WDNHV SULRULW\� 7KLV LV DOVR WR VD\ WKDW
ކLQVWLWXWLRQVޅ WKHPVHOYHV PXVW FRQWLQXDOO\ EH VXEMHFW WR D SURFHVV RI UH�
LQVWLWXWLRQDOL]DWLRQ� LI WKH\ GR QRW ZDQW WR ORVH WKHLU VKDSH DQG� DV LW ZHUH�
XQUDYHO� ,Q WKH FRXUVH RI WKHVH UHSDUDWLYH SURFHVVHV� DFWRUV RU VRPH RI WKHP ހ
XVXDOO\ WKRVH WR UHVWRUH WKH �ILFWLRQDO� SUHVHQFH RI WKH ERGLOHVV EHLQJ E\ UHFDOOLQJ
WKH UHTXLUHPHQW WR DFW LQ WKH FRUUHFW IRUPV� LQ VXFK D ZD\ DV WR FKHFN LWV
GLOXWLRQފ���

i�� 7KLV LV� IRU LQVWDQFH� WKH FDVH ZKHQ WKH +HDG RI D 'HSDUWPHQW RU WKH
/DERUDWRU\ 0DQDJHU� FDOOV WR RUGHU RQFH WKH �DERYH�PHQWLRQHG� SURIHVVRU RI KDYLQJ
GHYDOXHG WKH IRUP RI LWV VHPLQDU� 7KLV LV DQRWKHU UHDVRQ ZK\ SURFHVVHV RI
ULWXDOL]DWLRQ DUH FUXFLDO WR LQVWLWXWLRQV� 7KH\ HQDEOH XV WR EH FRQVWDQWO\ UHPLQGHG RI
WKDW UHDOLW\ LV PDGH RI DQG DOORZ XV QRW WR ZRUU\ DERXW WKH SHUIHFW MX[WDSRVLWLRQ

3DJH������



EHWZHHQ V\PEROLF IRUPV DQG WKH VWDWH RI WKLQJV� ,Q WKLV ZD\� IRU H[DPSOH� D
VWXGHQWކV SDUHQW ZLOO DFWXDOO\ IHHO IRU KLV�KHU FKLOG� GXULQJ JUDGXDWLRQ� LQ IURQW RI D
JURXS RI JRZQHG SURIHVVRUV� +RZHYHU� LI RQH RU VRPH RI WKH ODWWHU FDPH WR WKH
FHUHPRQ\ ZHDULQJ D SDLU RI MHDQV DQG VSRUWV VKRHV� D OLWWOH WLSV\ IURP DQ DOFRKROLF
OXQFK� GRXEW DQG ZRUU\ PLJKW HPHUJH� DUH WKHVH SHRSOH UHDOO\ SURIHVVRUV" $UH ZH
DFWXDOO\ DW D JUDGXDWLRQ FHUHPRQ\" ,I ZH UHDOO\ DUH� VKRXOGQކW P\ VRQކV RU
GDXJKWHUކV�DFKLHYHPHQW�EH�WDNHQ�VHULRXVO\"

7KH UHODWLRQVKLS EHWZHHQ UHDOLW\ �WKDW ZKLFK KDQJV
WRJHWKHU��DQG�WKH�ZRUOG��ZKLFK�LV�XQFHUWDLQ�

i�� ,Q RUGHU IRU XV WR DYRLG SHUPDQHQW XQFHUWDLQW\� LQVWLWXWLRQV FRQVWDQWO\ QHHG
FRQILUPDWLRQ SURFHGXUHV LQ RUGHU VHOHFW� IURP WKH FRQWLQXRXV IORZ RI WKLQJV� WKDW
ZKLFK KDQJV WRJHWKHU� DQG WR NHHS LW VWDEOH GHVSLWH WKH SDVVDJH RI WLPH� ,Q RWKHU
ZRUGV� WKHVH SURFHGXUHV� HVWDEOLVKHG E\ UHSUHVHQWDWLYHV WKDW HPERG\ WKH
LQVWLWXWLRQV� PXVW IXOILO WKH WDVN RI FRQVROLGDWLQJ UHDOLW\� ZKLOH FRQILUPLQJ RI ZKDW LW
FRQVWLWXWHG LQ D FHUWDLQ FRQWH[W DQG LQ HYHU\ SRVVLEOH ZRUOG� RU� LQ RWKHU ZRUGV� VXE
VSHFLH DHWHUQLWDWLV� ,Q RUGHU WR FRQILUP UHDOLW\ RU DW OHDVW WKH UHDOO\ SURQRXQFHG E\
WKH LQVWLWXWLRQV� WKHVH SURFHGXUHV PD\ DV ZHOO SDVV VRPH WHVWVމ RI WUXWKފ� 7KHVH
WHVWV

VWULYHމ WR GHSOR\ LQ VW\OL]HG IDVKLRQ� ZLWK D YLHZ WR FRQVLVWHQF\ DQG VDWXUDWLRQ� D
FHUWDLQ SUH�HVWDEOLVKHG VWDWH RI WKH UHODWLRQVKLS EHWZHHQ V\PEROLF IRUPV DQG
VWDWH RI DIIDLUV� LQ VXFK D ZD\ DV WR FRQVWDQWO\ UHFRQILUP LW ��ޓ� 5HSHWLWLRQ SOD\V
DQ HVVHQWLDO UROH KHUH� >,WV@ RQO\ UROH LV WR PDNH YLVLEOH WKH IDFW WKDW WKHUH LV D
QRUP��E\�GHSOR\LQJ�LW�LQ�D�VHQVH�IRU�LWV�RZQ�VDNHފ���

i�� ,Q WKLV ZD\� LI ZH JR EDFN WR WKH DERYH�PHQWLRQHG H[DPSOH RI WKH JUDGXDWLRQ
FHUHPRQ\� ZH PD\ FRQVLGHU WKDW WKH FRQILUPDWLRQ SURFHGXUH WKDW FRQVLVWV LQ
UHSHDWLQJ HYHU\ \HDU WKH VDPH NLQG RI WHVWV� PRELOL]LQJ WKH VDPH REMHFWV �RIILFLDO
GRFXPHQWV� JRZQV� KDWV� XQLYHUVLW\ HPEOHP� HWF��� DOORZV XV� RQ WKH RQH KDQG� WR
IHHO WKDW ZH ILQG RXUVHOYHV LQ D UHDO FHUHPRQ\� DQG� RQ WKH RQH KDQG� WKDW
JUDGXDWLQJ SHRSOH LQ WKH URRP DFWXDOO\ HPERG\� IURP WKDW PRPHQW RQ� ZKDW WKH\
KDYH EHHQ WUDLQHG WR EHFRPH �GRFWRUV� DUFKLWHFWV� HWF��� 7KLV LV DFKLHYHG WKURXJK
WKH VLPSOH \HW QHFHVVDU\ VSHHFK DFW DFFRPSOLVKHG E\ WKH UHSUHVHQWDWLYHV RI WKH
LQVWLWXWLRQ� DQG WKDW DOORZV WKHP WR EH UHFRJQL]HG DFFRUGLQJ WR WKHLU QHZO\
DFTXLUHG�VWDWXV�

i�� ,W EHFRPHV FOHDU WKDW WKH ODZ SOD\V DQ HYHQ KLJKHU LQVWLWXWLRQDO UROH IRU VRFLHW\
WKDQ WKH FRGHV DQG ULWXDOV ZLWKLQ WKH DFDGHPLF FRPPXQLW\� ,I ZH WXUQ WR
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FRPPHUFLDO ODZ� IRU H[DPSOH� DQ HQWUHSUHQHXU FDQ EH FRQYLFWHG LQ D FRXUW RI ODZ
IRU�XQIDLU�PDUNHW�FRPSHWLWLRQ�EHFDXVH�V�KH�HPSOR\HG�ZRUNHUV�LOOHJDOO\�

i�� 7KXV DOO WKH FRQWUROV WKDW FRPSDQLHV DUH VXEMHFWHG WR E\ ZRUN LQVSHFWRUV
VHHNLQJ WR XQHDUWK XQRIILFLDO ZRUN� PD\ DOVR EH FRQVLGHUHG DV D VHW RI GHYLFHV RI
FRQILUPDWLRQ SURFHGXUHV� +HUH LW LV QRW RQO\ DERXW WKH ODZ HQVXULQJ WKDW ZHOIDUH
FRVWV DQG RWKHU WD[HV DUH DFWXDOO\ SDLG E\ WKH HPSOR\HUV IRU DOO RI WKHLU ZRUNHUV�
EXW DOVR DERXW UHVWDWLQJ WKDW WKH ZRUOG LQ ZKLFK ZH OLYH LQ� FRQIRUPV WR FRPPHUFLDO
ODZ DQG LWV IXQGDPHQWDO SULQFLSOHV DERXW IUHH DQG IDLU FRPSHWLWLRQ� &RPSHWLWLRQ LV
D QRUP ZKLFK� LQFLGHQWDOO\� KDV GLVVHPLQDWHG GRZQ LQWR FRPPRQ UHSUHVHQWDWLRQV RI
WKH ZRUOG DQG ZKDW ZH FRQVLGHU WR EH UHDO� 7KLV LV WKH UHDVRQ ZK\ ZH ZRXOG QRW
KHVLWDWH WR TXHVWLRQ WKH YDOLGLW\ RI D UDFH ZRQ WKURXJK FKHDWLQJ� GRSLQJ RU
FRQVSLUDF\� :LWKLQ D FRPSHWLWLYH ZRUOG� FRQILUPDWLRQ SURFHGXUHV FRQVWDQWO\
IXQFWLRQ DV UHPLQGHUV RI WKH IRXQGLQJ LQGLYLGXDOLVWLF� DQG OLEHUDO QRUPV LQ D ZD\
WKDW�QR�RWKHU�UHDOLW\�LV�SRVVLEOH�

\%މ FRYHULQJ ZLWK WKH VDPH VHPDQWLF IDEULF DOO WKH VWDWHV RI DIIDLUV ZKRVH
UHSUHVHQWDWLRQ LV GUDPDWL]HG� WKLV GHSOR\PHQW FUHDWHV DQ HIIHFW RI FRKHUHQFH DQG
FORVXUH ހ RI QHFHVVLW\ ހ ZKLFK VDWLVILHV H[SHFWDWLRQV RI WUXWK DQG HYHQ VDWXUDWHV
WKHP� 7KLV FRKHUHQFH PDNHV PDQLIHVW DQ XQGHUO\LQJ LQWHQWLRQDOLW\ ZKRVH
VWUHQJWK LV LPSRVHG HYHQ RQ WKRVH ZKR DUH LJQRUDQW RI LWV FRQWHQW RU GR QRW
JUDVS LWV �ކPHDQLQJޅ 6XFK RSHUDWLRQV QR GRXEW SOD\ DQ LPSRUWDQW UROH LQ ZKDW
PLJKW EH FDOOHG WKH PDLQWHQDQFH RI UHDOLW\� :KHQ WKH\ VXFFHHG� WKHLU HIIHFW LV
QRW�RQO\�WR�PDNH�UHDOLW\�DFFHSWHG��,W�LV�WR�PDNH�LW�ORYHGފ���

i�� :KDW PXVW EH SRLQWHG RXW KHUH LV WKH UDGLFDO FRQWLQJHQF\ RI WKH VRFLDO ZRUOG
WKDW /XF %ROWDQVNL LQWHQGV WR KLJKOLJKW� 7R WKLV GD\� FULWLFDO WKHRU\� ZKHWKHU
%RXUGLHXކV� RU WKH ILUVW )UDQNIXUW 6FKRROކV �0DUFXVH� $GRUQR� +RUNKHLPHU�� KDV
DOZD\V UHWXUQHG WR D WUDQVFHQGHQWDO OHYHO RI JXDUDQWHHG VWDELOLW\ �D SKLORVRSKLFDO
RU VRFLRORJLFDO IUHHGRP�� ZKLFK HQDEOHV XV WR FRQVLGHU WKH FRQVWUXFWLRQ RI D
FRPPRQ ZRUOG� ZKLFK JHWV� KRZHYHU� LPPHGLDWHO\ UHLILHG� %HVLGHV� LW LV ZK\ RQH
PXVW DFNQRZOHGJH +RQQHWKކV LQWXLWLRQ WKDW WKLV WUDQVFHQGHQWDOLVP� D SRVLWLRQ WKDW
KDV RSHQHG WKH ZD\ WR VRFLDO SKLORVRSK\� LV D QHZ GHFOLQDWLRQ RI 5RXVVHDXކV
SDFLILHG VWDWH RI QDWXUH��� ,I WKHUH LV DQ RULJLQDO SRVLWLRQ LQ 2Q &ULWLTXH� LW LV WKDW RI
D UDGLFDO XQFHUWDLQW\ DERXW UHDOLW\� DERXW WKDW ZKLFK KDQJV WRJHWKHU� DQG WKDW
ZKLFK LV YDOXDEOH DERXW LW� ,W LV WKH WDVN RI LQVWLWXWLRQV WR JLYH SRLQWV RI UHIHUHQFH
WKDW PDNH WKH XQGHUVWDQGLQJ RI D VRFLDO VLWXDWLRQ SRVVLEOH� DOORZLQJ LQGLYLGXDOV WR
FRRUGLQDWH WKHLU DFWLRQV ZKLOH JDLQLQJ WKH LPSUHVVLRQ WKDW HDFK VLWXDWLRQ VWDQGV RQ
LWV�RZQ�

7KH ZRUOG DV D FRQWLQJHQW DQG LPPDQHQW EDFNJURXQG WR
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UHDOLW\

i�� ,QVWLWXWLRQV IRUPDW UHDOLW\� ZKLFK LV WKXV GHWDFKHG IURP D EDFNJURXQG LQWR
ZKLFK LW FDQQRW EH UHDEVRUEHG� 7KLV EDFNJURXQG LV WKH ZRUOG �OH PRQGH� DFFRUGLQJ
WR %ROWDQVNL��� 'UDZLQJ LQVSLUDWLRQ RQFH DJDLQ IURP :LWWJHQVWHLQ� KH GHILQHV WKDW
ZRUOG DV DOO WKDW LV WKH FDVH� LQ RWKHU ZRUGV DV DOO WKDW PLJKW KDSSHQ� 7KURXJK LWV
WHVWV DQG FKDUDFWHUL]DWLRQV� UHDOLW\ ZDQWV WR HVWDEOLVK VRPH SHUPDQHQFH LQ WKLV
HYHU�FKDQJLQJ ZRUOG E\ FKRRVLQJ ZKDW LV YDOXDEOH ZLWKLQ LW� )RU LQVWDQFH� WKH
REMHFW 3RZHU3RLQWމ SURMHFWRUފ FRXOG EH PRELOL]HG LQ D VHPLQDU� EXW WKH FRPLF ERRN
WKDW FDQ EH IRXQG LQ D VWXGHQWކV VFKRRO EDJ FRXOG QRW� 7KH REMHFW FRQWUDFWމ RI
HPSOR\PHQWފ FRXOG EH PRELOL]HG LQ WKH FDVH RI DQ XQIDLU FRPSHWLWLRQ WULDO EXW WKH
UDGLR�RQ�WKH�ZRUN�VLWH�RI�WKH�ILUP�FDQQRW�

\RQWUDU&މ WR UHDOLW\� ZKLFK LV RSHQ WR WKH REMHFW RI SLFWXUHV �SDUWLFXODUO\
VWDWLVWLFDO RQHV� FODLPLQJ DQ RYHUDUFKLQJ DXWKRULW\� LW LV LPPDQHQFH LWVHOI ހ ZKDW
HYHU\RQH ILQGV KHUVHOI FDXJKW LQ� LPPHUVHG LQ WKH IOX[ RI OLIH� EXW ZLWKRXW
QHFHVVDULO\ FDXVLQJ WKH H[SHULHQFHV URRWHG LQ LW WR DWWDLQ WKH UHJLVWHU RI VSHHFK�
VWLOO�OHVV�WKDW�RI�GHOLEHUDWHG�DFWLRQފ���

i�� 7KH ZRUOG LV ILOOHG ZLWK EHLQJV ZKR� GHSHQGLQJ RQ WKHLU UHOHYDQFH ZLWKLQ D
JLYHQ VLWXDWLRQ� FDQ EH HLWKHU LJQRUHG� RU UHMHFWHG RU UH�FKDUDFWHUL]HG DQG
LQWHJUDWHG WR UHDOLW\ LQ RUGHU WR FRQILUP LW� ,Q VKRUW� UHDOLW\ FRQVLVWV RI HOHPHQWV
H[WUDFWHG DZD\ IURP WKH ZRUOG DQG ZKLFK ZLOO EH SXW WKURXJK WHVWV RI WUXWK E\
PHDQV�RI�FDWHJRUL]DWLRQV��FKDUDFWHUL]DWLRQV��DQG�JHQHUDOL]DWLRQV�

i�� 7KDQNV WR WKHVH FRQILUPDWLRQ SURFHGXUHV� VRFLDO UHDOLW\ PDQDJHV WR PDNH XV
WKLQN WKDW LW LV UREXVW DQG WR PDNH DFWRUV LQWHUQDOL]H WKHLU LQDELOLW\ WR FKDQJH WKH
IRUPDW RI WHVWV� 7R UHSKUDVH WKLV ZLWK WKH YRFDEXODU\ RI 2Q -XVWLILFDWLRQ��� UHDOLW\ LV
UREXVW RU KDQJVމ WRJHWKHUފ�� ZKHQ LQVWUXPHQWV RI JHQHUDOL]DWLRQ� UHSUHVHQWDWLRQ�
DQG FDWHJRUL]DWLRQ �ILQDQFLDO� PDQDJHULDO RU SROLWLFDO VWDWLVWLFDO� RI ZKDWމ LV DQG
ZKDW LV JLYHQ DV UHOHYDQW IRU WKH FROOHFWLYH VHHP FDSDEOH RI FRPSOHWHO\ FRYHULQJ
WKH ILHOG RI DFWXDO DQG HYHQ SRWHQWLDO HYHQWVފ��� 7KXV� ZH FDQ FRQFOXGH WKDW UHDOLW\
LV UREXVW RU VWDQGV HLWKHU ZKHQ QR HYHQW VXGGHQO\ DSSHDUV LQ WKH SXEOLF VSDFH WR
GLVUXSW WKH SUH�HVWDEOLVKHG KDUPRQ\ EHWZHHQ UHDOLW\ DQG WKH VWDJLQJ RI UHDOLW\� RU
ZKHQ�VXFK�DQ�HYHQW�LV�LQDSSURSULDWH�RU�LQYLVLEOH�

i�� %XW D UHDOLW\ HQWLUHO\ VXEPLVVLYH WR D VHPDQWLF V\VWHP VWDELOL]HG E\ WKH
LQVWLWXWLRQV ZRXOG PDNH DFWLRQ LPSRVVLEOH� 7KLV LV WKH UHDVRQ ZK\ UHDOLW\ DOZD\V
FRQWDLQV WKH SRWHQWLDO IRU FULWLFLVP� ,QVWLWXWLRQDO ODQJXDJH LV QHYHU LQ D SRVLWLRQ WR
SUHYHQW WKH SRVVLELOLW\ WKDW DFWRUV HQJDJH LQ PLVFRQGXFW DQG LQ GLYHUJHQW
LQWHUSUHWDWLRQV RI ZKDW KDSSHQV� ,QGHHG� LQVWUXPHQWV� FDWHJRUL]DWLRQV� DQG GHYLFHV
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WKDW DLP DW FRQVWUXFWLQJ� RUJDQL]LQJ� DQG FRQILUPLQJ UHDOLW\ DUH IUDJLOH EHFDXVH
FULWLTXH FDQ DOZD\V GUDZ HYHQWV IURP WKH ZRUOG WKDW FRQWUDGLFW LWV ORJLF DQG
IXUQLVK�LQJUHGLHQWV�IRU�XQPDVNLQJ�LWVމ�DUELWUDU\ފ�RUމ�K\SRFULWLFDOފ�FKDUDFWHU���

i�� 7KH WH[WXUH RI UHDOLW\ FDQ� WKHUHIRUH� EH TXHVWLRQHG EHFDXVH D UHIOH[LYH
PRPHQW HPHUJHV� DQG UDLVHV WKH TXHVWLRQ RI KRZ WR FKDUDFWHUL]H ZKDW KDSSHQV
�H[DPSOH� LVމ WKDW \RX FDOO D VHPLQDU"ފ RU GRމ \RX FDOO WKLV FUXPSOHG� KDQG�ZULWWHQ�
JUHDVH�VWDLQHG�SDSHU�D�FRQWUDFW�RI�HPSOR\PHQW"ފ��

([LVWHQWLDO FULWLFLVP� D ILUVW SUDJPDWLF VWHS DZD\ IURP
LGHDOLVP

i�� 7KHUH LV� KRZHYHU� DQRWKHU W\SH RI WHVW WKDW WDNHV XV WR WKH YHU\ KHDUW RI WKH
UHQHZDO RI FULWLFDO WKHRU\ FXUUHQWO\ FDUULHG RXW LQ IUDQFRSKRQH SUDJPDWLF
VRFLRORJ\� :H UHIHU KHUH WR WKH H[LVWHQWLDO FULWLFLVPV RU H[LVWHQWLDO WHVWV WKDW
%ROWDQVNL�VRPHWLPHV�FKDUDFWHUL]HV�DVމ�UDGLFDOފ�

LVWHQWLDO])މ FULWLFLVP RU H[LVWHQWLDO WHVW� ZKHQމ LW HQGV XS EHLQJ IRUPXODWHG DQG
PDGH SXEOLF� >LW@ XQPDVNV WKH LQFRPSOHWHQHVV RI UHDOLW\ DQG HYHQ LWV FRQVLVWHQF\�
E\ GUDZLQJ H[DPSOHV IURP WKH IOX[ RI OLIH WKDW PDNH LWV EDVHV XQVWDEOH DQG
FKDOOHQJHV LW LQ VXFK D ZD\ DV WR FRQIURQW LW ZLWK WKH LQH[KDXVWLEOH� DQG KHQFH
LPSRVVLEOH�WR�WRWDOL]H��UHVHUYH�UHSUHVHQWHG�E\�WKH�ZRUOGފ���

i�� +HUH� FULWLFLVP LV SUDJPDWLF EHFDXVH LW GUDZV LWV VWUHQJWK IURP D VRFLDOO\
FRQVWUXFWHG ZRUOG UDWKHU WKDQ DQ LQWHOOHFWXDOO\ SXULILHG VWDWH RI QDWXUH EHQHDWK
WKLQJV WKDW FRQVWLWXWH RXU GDLO\ OLIH� 7KH OLYLQJ ZRUOG LV WKH FRQFUHWH ZRUOG RI
H[SHULHQFHV OLYHG KHUH DQG QRZ ZLWKRXW DQ\ EDFNJURXQG� LVWHQWLDO])މ WHVWV SUHVHQW
WKHPVHOYHV DV WHVWV RI VRPHWKLQJ� HYHQ LI� LQ WKHLU FDVH� ZKDW LV WHVWHG KDV QRW EHHQ
VXEMHFW WR RIILFLDO TXDOLILFDWLRQ RU HYHQ H[SOLFLW FKDUDFWHUL]DWLRQ� FDSDEOH RI EHLQJ
LQFRUSRUDWHG LQWR WKH QRUPDWLYH IRUPDWV WKDW VXVWDLQ UHDOLW\ފ��� 6RPHWKLQJ LQ WKH
ZRUOG GHPDQGV WR EH DFFRPSOLVKHG EXW LV KDPSHUHG E\ WKH LQVWLWXWLRQV WKDW
SUHYHQW LW IURP KDSSHQLQJ� 7KLV WULJJHUV D IRUP RI WKZDUWHG VDWLVIDFWLRQ� 7KHUH LV
DOUHDG\ VRPHWKLQJ RWKHU LQ WKH IORZ RI OLIH WKDQ ZKDW LV VKDSHG XQGHU WKH IHDWXUHV
RI WKH UHDOLW\ WKDW LV JLYHQ WR XV� DQG HYHQ LI WKDW VRPHWKLQJ FDQQRW EH VDLG LQ WKH
ODQJXDJH RI LQVWLWXWLRQV� ZH PD\ QRQHWKHOHVV EH GULYHQ E\ WKH GHVLUH WR VHH LW FRPH
LQWR�EHLQJ�

i�� $Q H[LVWHQWLDO FULWLTXH ZRXOG GUDZ DWWHQWLRQ WR DOWHUQDWLYH ZRUOGO\ ZLVKHV DQG
WKXV ZRXOG FRQFUHWHO\ DQG PDWHULDOO\ WHVW WKH VWXUGLQHVV RI WKH DSSDUDWXV ZKLFK
VWUXFWXUHV UHDOLW\� LQ PXFK WKH VDPH ZD\ WKDW WKH ,QGLJQDGRV WULHG WR WHVW WKH
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V\VWHP ZKHQ WKH\ RFFXSLHG :DOO 6WUHHW DV RQH RI WKH NH\ V\PEROV RI FDSLWDOLVP DQG
LWV LQVWLWXWLRQV� :H FDQ JHW DQ LGHD RI WKH FRQVHTXHQFH IRU DWWDFNLQJ WKH VWDWXV TXR
RI WKH HFRQRP\ IURP WKH UDSLGLW\ ZLWK ZKLFK WKH SROLFH H[SHOOHG WKH ,QGLJQDGRV
IURP :DOO 6WUHHW� $V ORQJ DV D GHPRQVWUDWLRQ GLVWXUEV RQO\ WKH DYHUDJH FLWL]HQ�
ZLWKRXW XQGHUPLQLQJ WKH GHYLFHV RI GRPLQDWLRQ� WKDW LV WKH SURFHGXUHV WKDW
HPERG\ UHDOLW\� WKH YHU\ XUJH WR GRPLQDWH ZLOO UHPDLQ XQFKDOOHQJHG DQG WKH GHVLUH
IRU�FKDQJH�XQIXOILOOHG�

i�� :KDW HPHUJHV KHUH LV D QHZ SDUDGLJP WKDW JRHV EH\RQG WKH DVVXPSWLRQ WKDW
WKHUH LV DQ XQVSRLOHG KXPDQ EHLQJ XQGHUQHDWK LWV UHLILFDWLRQ WKURXJK FDSLWDOLVP�
WKH 6WDWH� PRGHUQLW\� RU FRQVXPHULVP� 1RERG\ H[SHFWV IURP WKH VRFLRORJLVW WR KHOS
VRFLDO DFWRUV UHWXUQ LQWR VRPH VWDWH WKDW SUHFHGHV DOLHQDWLRQ� 2Q WKH FRQWUDU\� WKH
VRFLRORJLVWކV UROH LV WR KHOS VRFLDO DFWRUV KHUH DQG QRZ XQGHUWDNH VRPH DFWLRQ WKDW
ZRXOG EH LQ OLQH ZLWK WKHLU RZQ ZLVKHV� 7KH VRFLRORJLVW LV ORRNLQJ IRU WKRVH WKLQJV
LQ SHRSOHކV OLYHV WKDW LV DPHQDEOH WR UHFRQVWUXFWLRQ DQG DOVR WR KHOS WKHP UHVLVW WKH
ULJLGLW\ RI WKH VWUXFWXUHV WKDW GRPLQDWH WKHP� 7KLV QHZ SDUDGLJP� ZKLFK OLEHUDWHV
FULWLTXH IURP DQ\ IRUP RI LGHDOLVP LV SUDJPDWLF VRFLRORJ\� 1HYHUWKHOHVV� SUDJPDWLF
VRFLRORJ\ KDV DOVR VRPH VHULRXV OLPLWDWLRQV� SULQFLSDOO\ EHFDXVH� OLNH RWKHU
WUDQVFHQGHQW DSSURDFKHV� LW FRQILQHV WKH VRFLRORJLVW WR D SRVLWLRQ RI H[WHULRULW\ DV
ZH�ZLOO�VHH�LQ�ZKDW�IROORZV�
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7RZDUGV�PDWHULDOLVP�ZLWK�%UXQR�/DWRXU

7KH�SHUVLVWHQFH�RI�DQ�LGHDOLVW�SUDJPDWLF�VWDQFH

i�� %ROWDQVNL� LQVSLUHG E\ %RXUGLHXކV FULWLFDO VRFLRORJ\� DUJXHV WKDW ZH VKRXOG
UHWDLQ WKHމ SRVVLELOLW\� REWDLQHG E\ WKH VWDQFH RI H[WHULRULW\� RI FKDOOHQJLQJ UHDOLW\�
RI SURYLGLQJ WKH GRPLQDWHG ZLWK WRROV IRU UHVLVWLQJ IUDJPHQWDWLRQ ށ DQG WKLV E\
RIIHULQJ WKHP D SLFWXUH RI WKH VRFLDO RUGHU DQG DOVR SULQFLSOHV RI HTXLYDOHQFH RQ
ZKLFK WKH\ JDLQ VWUHQJWK E\ FRPELQLQJ LQWR FROOHFWLYHVފ��� :H DUH LQ SDUWLDO
DJUHHPHQW ZLWK WKLV DPELWLRQ� ,QGHHG� KH LV ULJKW WR IRFXV RQ GRPLQDWLRQ� LQVSLUHG
E\ %RXUGLHXކV RZQ FRQFHUQV� %XW ZH ZRXOG DUJXH WKDW LQ RUGHU WR GR VR ZH QHHG WR
JR�EH\RQG�WKH�FRQFHSW�RIމ�H[WHULRULW\ފ�

i�� %RXUGLHXކV DLP WR H[DPLQH VRFLDO DFWLRQ LQ GHSWK� UHYHDOLQJ WKH IUHH�
WUDQVFHQGHQWDO VXEMHFW WKDW LV KLGLQJ XQGHUQHDWK FRPPRQ�VHQVH DQG LOOXVLRQV�
VHHPV WR EH VLPLODU WR WKH DLP RI QXPHURXV )UDQNIXUW 6FKRRO WKHRULVWV ZKR
XQGHUVWRRG WUXH FRQVFLRXVQHVV DV EXULHG LQVLGH SHRSOHކV SUDFWLFDO FRQVFLHQFH� 2Q
WKLV DFFRXQW� %ROWDQVNL ORFDWHV FULWLTXH RQ D PHWD�SUDJPDWLF RU PHWD�FULWLFDO OHYHO
LQ RUGHU WR HQDEOH D PRUH GHWDFKHG� V\QWKHWLF DQG REMHFWLYH WDNH RQ WKH HYHQWV WKDW
FRQVWLWXWH UHDOLW\� 3HRSOH ZKRVH PDUJLQV RI DFWLRQ DUH QHFHVVDU\ OLPLWHG E\
SUDJPDWLF FRQGLWLRQV� DUH WKHUHIRUH FRQIURQWHG WR WKLV UHDOLW\ DV IDU DV WKHLU QRQ�
SURIHVVLRQDO UHIOH[LYLW\ DOORZV WKHP WR� ,Q WKH SURFHVV� KH SULYLOHJHV D VWDQFH WKDW LV
EDVHG RQ SHRSOHކV FRQVFLRXVQHVV �WUDQVFHQGHQW� UDWKHU WKDQ EHQHDWK LW
�WUDQVFHQGHQWDO�� (LWKHU ZD\� WKLV VWDQFH DSSHDUV WR WDNH WKH IRUP RI DQ LGHDO�
H[WHUQDO DQG LQDFFHVVLEOH WR WKHVH VRFLDO DFWRUV� 7KH SRVLWLRQV GHVFULEHG WKXV IDU
FDQ�EH�VXPPDUL]HG�LQ�WKH�SLFWRULDO�UHSUHVHQWDWLRQ�VKRZQ�EHORZ�
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i�� :KDWHYHU VWDQFH DGRSWHG� WUDQVFHQGHQW RU WUDQVFHQGHQWDO� WKH VRFLRORJLVWކV
WUXH UHODWLRQVKLS ZLWK WKH ZRUOG RI VRFLDO DFWRUV KDV WR EH RQ WKH RXWVLGH� 7KH VDPH
VRFLRORJLVW KDV DOUHDG\ WDNHQ KLV�KHU GLVWDQFH WKURXJK KLV�KHU KDELWXV WKDQNV WR WKH
ZRUN RI UHIOH[LYLW\ ZKLFK IUHHG KLP IURP FRPPRQ�VHQVH �%RXUGLHX� )UDQNIXUW� DQG
WKH�PLUH�RI�UHDOLW\��%ROWDQVNL��

i�� :H KDYH XVHG 1Rމ (QWU\ފ V\PEROV WR VKRZ WKDW VRFLDO DFWRUV DUH VWXFN LQ WKHLU
PDWHULDO OLYHV� 2Q WKH RQH KDQG WKH\ GR QRW KDYH DFFHVV WR WUXH FRQVFLRXVQHVV RU
UHIOH[LYLW\� 2Q WKH RWKHU KDQG� WKH\ DUH GHQLHG WKH SRVVLELOLW\ WR WDNH D VWHS EDFN
IURP�WKH�FRQWH[W�LQ�ZKLFK�WKH\�OLYH�WKHLU�PDWHULDO�OLYHV�

i�� 7KH ODWWHU SRVLWLRQ LV KHOG E\ %ROWDQVNL ZKHQ KH XVHV WKH WHUP ]FRPSOHމ
H[WHULRULW\ފ� DV D ZD\ WR GHVFULEH OLYHG VLWXDWLRQV� 7R EH VXUH� HOVHZKHUH KH VWDWHV
WKDW FULWLFDO VRFLRORJ\ FDQ GLJ RXW LQVWDQFHV RI HYHQWV ZLWKLQ WKH ZRUOG WKDW DUH DW
RGGV ZLWK WKH RIILFLDO YHUVLRQ RI UHDOLW\��� %XW KH WXUQV DZD\ IURP ORRNLQJ LQWR WKH
ZRUOG IRU FRQFUHWH H[DPSOHV RI DFWLRQV ZKLFK FRXOG DOVR FKDOOHQJH WKLV UHDOLW\ VR
SRWHQW DQG RUJDQL]HG� +LV IRFXV LV RQ KRZ D PHWDFULWLTXH FDQ KHOS XQUDYHO UHDOLW\�
VWULSSLQJ LW RI WKH PHVVLQHVV LQ ZKLFK SHRSOH DUH HPEHGGHG DQG ZKLFK IRVWHUV WKHLU
DOLHQDWLRQ� +HQFH %ROWDQVNLކV SUDJPDWLVP DOVR WXUQV LWV JD]H PRUH ILUPO\ WRZDUGV
DQ LGHDO RI D SXULILHG VRFLDO DFWRU� ,Q WKLV SHUVSHFWLYH WKH VRFLRORJLVW� DVVXPHG WR
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KDYH DOUHDG\ IUHHG KLP�KHUVHOI IURP LW� LV WKH RQH EHVW SODFHG WR XQSDFN WKH
LQVWLWXWLRQDO�IUDPHZRUN�ZKLFK�FRQVWLWXWHV�WKLV�UHDOLW\�

7KH�PDWHULDOLVW�SUDJPDWLVP�RI�%UXQR�/DWRXU�DQG�$17

i�� ,Q GLUHFW RSSRVLWLRQ� ZH ZRXOG OLNH WR SURSRVH D PDWHULDOLVW VWDQFH� 7KLV ZRXOG
FRQVLVW RI ZRUNLQJ ZLWK GRPLQDWHG VRFLDO DFWRUV DQG H[SORUH ZKDW LQ WKHLU
SUDFWLFHV� ZKLFK WKRXJK HPDQDWLQJ IURP WKH PDWHULDO ZRUOG DUH QRW IXOO\
DUWLFXODWHG� FDQ EH OLQNHG ZLWK WKRVH RI RWKHUV WR GHYHORS FROOHFWLYH FULWLFDO YRLFHV
WKDW FKDOOHQJH WKH RIILFLDO YHUVLRQ RI UHDOLW\� 7KLV PDWHULDOLVW SRVLWLRQ VWDUWV IURP
WKH LPPDQHQFH RI WKH ZRUOG LQ OLQH ZLWK /DWRXUކV SURMHFW� /DWRXU ZKRVH ZRUN LV
DOVR LQVFULEHG LQ )UHQFK SUDJPDWLF VRFLRORJ\ DORQJVLGH %ROWDQVNLކV��� UHMHFWV WKH
SUHVHQFH RI DQ\ LGHDO SRVWXUH� ZKHWKHU WUDQVFHQGHQW RU WUDQVFHQGHQWDO� WKDW ZRXOG
EH H[WHUQDO WR SHRSOHކV OLYHG H[SHULHQFHV� 7KH VRFLRORJLVWކV UROH LV WKHQ WR ZRUN
ZLWKLQ WKH OLYHV RI DFWRUV LQ RUGHU WR GHVFULEH DORQJVLGH ZLWK WKHP WKH FRQVWUXFWLRQ
RI�VRFLDO�UHDOLW\�

i�� /DWRXU SURSRVHV ZRUNLQJ ZLWK RUGLQDU\ SHRSOH WR PDS WKHLU SUDFWLFHV LQ WKH
QHWZRUN RI VLWXDWLRQV FRQVWLWXWLQJ HYHU\GD\ OLIH� 7KDWކV ZK\ /DWRXU GHILQHV WKLV
VWDQFH DV DQ H[WHQVLRQ RI WKH $FWRU 1HWZRUN 7KHRU\ �$17� WKDW KH GHYHORSHG ZLWK
0LFKHO�&DOORQ����,Q�D�QHWZRUN��D�JLYHQ�VLWXDWLRQ�LV�GHILQHG�DV

WKHމ OLVW� VSHFLILF LQ HYHU\ LQVWDQFH� RI WKH EHLQJV WKDW ZLOO EH VDLG WR KDYH EHHQ
DVVRFLDWHG� PRELOL]HG� HQUROOHG� WUDQVODWHG� LQ RUGHU WR SDUWLFLSDWH LQ WKH
VLWXDWLRQ� 7KHUH ZLOO EH DV PDQ\ OLVWV DV WKHUH DUH VLWXDWLRQV� 7KH HVVHQFH RI D
VLWXDWLRQ� DV LW ZHUH� IRU D �ކQHWZRUNޅ WKH OLVW RI WKH RWKHU EHLQJV WKURXJK ZKLFK LW
LV QHFHVVDU\ WR SDVV VR WKDW WKLV VLWXDWLRQ FDQ HQGXUH� FDQ EH SURORQJHG�
PDLQWDLQHG� RU H[WHQGHG� 7R WUDFH D QHWZRUN LV WKXV DOZD\V WR UHFRQVWLWXWH E\ D
WHVW >��@ �ޓ� WKH DQWHFHGHQWV DQG WKH FRQVHTXHQFHV� WKH SUHFXUVRUV DQG WKH
KHLUV� WKH LQV DQG RXWV� DV LW ZHUH� RI D EHLQJ� 2U WR SXW LW PRUH SKLORVRSKLFDOO\�
WKH RWKHUV WKURXJK ZKLFK RQH KDV WR SDVV LQ RUGHU WR EHFRPH RU UHPDLQ WKH
VDPHފ���

i�� 7KLV KDV LPSOLFDWLRQV RQ KLV PHWKRGRORJ\� /DWRXU DGYLVHV WKH DSSUHQWLFH
VRFLRORJLVW WR UHVWUDLQ WKHLU DQDO\VLV LQWR GHVFULELQJ WKH VLWXDWLRQV ZKHUH DFWRUV
HQJDJH WRJHWKHU LQ VRFLDO DFWLRQ� ZKDWމ WKH\ GR WR H[SDQG� WR UHODWH� WR FRPSDUH� WR
RUJDQL]H LV ZKDW \RX KDYH WR GHVFULEH DV ZHOO� ,W LV QRW DQRWKHU OD\HU WKDW \RX
ZRXOG KDYH WR DGG WR WKH PHUHޅ GHVFULSWLRQކ� 'RQކW WU\ WR MXPS IURP GHVFULSWLRQ WR
H[SODQDWLRQV� VLPSO\ JR RQ ZLWK WKH GHVFULSWLRQ���� /DWRXU FULWLFL]HV WKH IDFW WKDW
WKHUH DUH GRPLQDQW LQVWLWXWLRQV VXFK DV WKH 6WDWH� WKH :RUOG %DQN� HWFޓ ZKLFK
ZRXOG KDYH HPHUJHG DV WKH VHGLPHQWDWLRQ RI SUH�H[LVWLQJ SRZHUIXO LQVWLWXWLRQDO
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HQWLWLHV LQ VWDEOH VLWXDWLRQV��� ,Q HIIHFW WKHVH LQVWLWXWLRQV ZRXOG EH ERWK DEVWUDFW�
ZLWKRXW DQ\ WDQJLEOH PDWHULDO UHDOLW\� 7KH\ ZRXOG LQIOXHQFH VRFLDO DFWRUV ZLWKRXW
WKHLU NQRZOHGJH� /DWRXU DUJXHV WKDW WKH\ VKRXOG EH H[FOXGHG IURP VRFLRORJLFDO
DQDO\VLV� 7KH IRFXV RQ VRFLRORJLFDO ODERXU VKRXOG EH WR GHVFULEH V\VWHPDWLFDOO\ DQG
PDNH YLVLEOH WKH VLWXDWLRQV LQ ZKLFK VRFLDO DFWRUV FRPH WRJHWKHU LQ D VRFLHW\ DQG
FLUFXODWH�ZLWKLQ�D�PDVVLYH�QHWZRUN�ZLWK�KD]\�DQG�XQGHILQHG�ERXQGDULHV�

7KH�FRQVHTXHQFHV�RI�UHMHFWLQJ�FULWLTXH

i�� 7KH SUREOHP ZLWK /DWRXUކV YLVLRQ RI WKH VRFLDO ZRUOG LV WKDW DOWKRXJK QHWZRUNV
GR H[LVW� KH DOVR VHHV WKHP DV LQWHUFRQQHFWHG LQ LQILQLWH FRPELQDWLRQV� 'RPLQDQW
LQVWLWXWLRQV GR QRW H[LVW EXW VPDOO PDWHULDO HQWLWLHV FRPELQLQJ WR FUHDWH LQVWLWXWLRQV
GR H[LVW� 7KH TXHVWLRQ RI GRPLQDWLRQ DQG SRZHU GLIIHUHQWLDOV DPRQJ DFWRUV LQVLGH
QHWZRUNV LV QRW FRQVLGHUHG��� /DWRXU FRQILGHQWO\ UHMHFWV WKHމ GUHDP RI D FULWLFDO
VRFLRORJ\ފ ZKLFK� KH FODLPV� KDVޅ UXQ RXW RI VWHDPކ��� %XW KH WKURZV WKH EDE\ RXW
ZLWK WKH EDWKZDWHU DQG HQGRZV VRFLDO DFWRUV ZLWK D WDFLW ZLOO WR FRRSHUDWH WR
HQVXUH WKDW UHDOLW\ DV LW LV LV PDLQWDLQHG� DV LI SHRSOH ZHUH LQKHUHQWO\ SURQH WR
SURWHFWLQJ�VRFLDO�VWUXFWXUHV���

i�� 5HPDLQLQJ WKH VDPH� EHLQJ IDLWKIXO WR RQHVHOI� FRQVWDQWO\ NQLWWLQJ WKH P\ULDG
FRQQHFWLRQV EHWZHHQ SHRSOH DQG WKLQJV WR HQVXUH WKH VWDELOLW\ DQG ORQJHYLW\ RI D
VLWXDWLRQ DUH WHVWV RI FRQILUPDWLRQ RI RQHކV UHDOLW\ DV LW LV H[SHULHQFHG� $JDLQVW
/DWRXU� ZH DJUHH ZLWK %ROWDQVNL WKDW WKDW ELJ DQG DEVWUDFW LQVWLWXWLRQV GR H[LW
�6WDWHV� UHOLJLRQV� FDSLWDOLVW EDQNLQJ QHWZRUNVޓ�� HYHQ LI WKH\ QHHG PDWHULDO ERGLHV
WR EH LQFDUQDWHG� 2Q WKH FRQWUDU\� DFFRUGLQJ WR /DWRXU� ZKDW RQO\ PDWWHUV LV WKHVH
FDUQDO ERGLHV WKDW DUH LQWHUFRQQHFWHG LQ D JLDQW QHWZRUN ZKLFK KDV WR EH GHVFULEHG
RQ D ORFDO OHYHO� 7KH HVWDEOLVKHG RUGHU LV QRW DSSUHKHQGHG DV D SRWHQWLDO RUGHU RI
GRPLQDWLRQ EHFDXVH LW VLPSO\ GRHVQކW H[LVW� :H DUH DOO OLQNV LQ D FKDLQ� )RU
LQVWDQFH� ZH DUH FRQVXPHUV� ZH DUH WKH HPSOR\HHV RI D VXSHUPDUNHW FKDLQ WKDW
GLVWULEXWHV SURGXFWV IURP VXSSOLHUV ZKR PD\ OLYH RQ WKH RWKHU VLGH RI WKH ZRUOG DQG
HQJDJH LQ SUDFWLFHV RI VRFLDO RU HQYLURQPHQWDO H[SORLWDWLRQ RQ D PDVVLYH VFDOH� ,Q
/DWRXUކV ZRUN DQ\ FULWLFDO HOHPHQW ZRXOG ULVN WR JHW VWXFN ZLWK HQGOHVV
GHVFULSWLRQV RI FDUQDO DQG ERGLOHVV EHLQJV DV ZHOO DV RWKHU WKLQJV WKDW KROG
WRJHWKHU WKH LQVWLWXWLRQDO IUDPHZRUN WKDW PDNHV UHDOLW\ KDQJ WRJHWKHU� 7R UHWXUQ WR
RXU H[DPSOH� VXFK D VWDQFH WKLV ZRXOG HQWDLO D V\VWHPDWLF UHFRQVWLWXWLRQ RI WKH
FRQQHFWLRQV EHWZHHQ FOLHQWV RI WKH VXSHUPDUNHW DQG RSHQ FDVW PLQHV LQ
%DQJODGHVK ZKR SURYLGH MREV DW ?�� D GD\� DORQJ ZLWK D GHVFULSWLRQ RI VKRSSLQJ
WUROOH\V� RI WKH VXSHUPDUNHWކV SDUNLQJ VSDFH� RI WKH ULYHU EHKLQG WKH VXSHUPDUNHW
DQG�VR�RQ�

i�� $OWKRXJK LQ PDQ\ RWKHU ZD\V UDGLFDO DQG LQQRYDWLYH� HPEHGGHG DV WKH\ DUH LQ
WKH PDWHULDO OLYHV RI SHRSOH� /DWRXUކV LQVLJKWV QHYHUWKHOHVV DSSHDU WR GHPDQG RI
UHVHDUFKHUV WKDW WKH\ FRQILQH WKHPVHOYHV WR SURYLGLQJ DFFRXQWV RI ZKDW ELQGV
SHRSOH DQG WKLQJV WRJHWKHU� OHJLWLPDWLQJ� UDWKHU WKDQ FULWLFL]LQJ� E\ LGHQWLI\LQJ DQG
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IODJJLQJ XS WKH LQVWLWXWLRQV WKDW IUDPH UHDOLW\� )RU LQVWDQFH� ZH FRXOG KLJKOLJKW LV
WKH SRWHQWLDO IRU WKH OHJDO MXVWLILFDWLRQ RI D VXSHUPDUNHW FKDLQ IRU WKH IDFW WKDW LW
RIIHUV FRPPRGLWLHV WKDW FRPH WKURXJK VXE�FRQWUDFWLQJ ZLWK RSHQ FDVW PLQHV�
/DWRXUކV PHWKRGRORJ\ GRHV QRW OHDG WR HPDQFLSDWLRQ EXW GURZQV WKH UHDGHU LQ D
IRXQWDLQ RI GHWDLOV GHVFULEHG LQ DOO WKHLU FRPSOH[LW\ ZLWKRXW TXHVWLRQLQJ WKH IDLU RU
XQIDLU QDWXUH RI WKH FRQFHSWV XVHG LQ WKH SURFHVV� :H VHH IRU LQVWDQFH� WKDW
LQWHUQDWLRQDO LQVWLWXWLRQV� VXFK DV WKH ,0)� WKH :72 RU WKH :RUOG %DQN� GHILQH
FRQFHSWV OLNH IUHHމ WUDGHފ RU IDLUމ WUDGHފ EXW DW WKH VDPH WLPH QXPHURXV SUDFWLFHV
UHODWHG WR WKHVH FRQFHSWV� VXFK DV GHORFDOL]DWLRQ DQG VRFLDO GXPSLQJ� UHPDLQ
XQFKDOOHQJHG� 8VLQJ %ROWDQVNLކV WHUPV� LQ $17 DQG /DWRXUކV PDWHULDOLVP� LW LV
LPSRVVLEOH WR FULWLTXH WKH ZD\ LQVWLWXWLRQV GHILQH DQG IUDPH UHDOLW\ DV LW HPDQDWHV
IURP WKH ZRUOG EHFDXVH WKH IRUPHU LQFRUSRUDWHV WKH ODWWHU� 'HVFULSWLRQV RI
VLWXDWLRQV OLYHG E\ FRQFUHWH DFWRUV �ZLWK ERGLHV� VXJJHVWHG E\ /DWRXU DUH MXVW WHVWV
ZKLFK�FRQILUP�UHDOLW\�

i�� <HW� ZH ZRXOG DUJXH WKDW %ROWDQVNLކV FULWLTXH RQ /DWRXUކV SUDJPDWLVP KDV
VHYHUDO SUREOHPV� ,QGHHG� %ROWDQNLކV RZQ UHVSRQVH WR WHVWV RI UHDOLW\ LV WR DGYRFDWH
WKH VHDUFK IRU QHZ IRUPV RI DUWLFXODWLRQ WKDW RSHUDWH RQ D OHYHO RI PHWD�FULWLTXH
�FDOOHG PHWD�SUDJPDWLVP�� 7R DQ H[WHQW� WKLV HQWDLOV D UHWXUQ WR WKH FODVVLFDO VWDQFH
RI FULWLFDO WKRXJKW WKDW HQYLVLRQV UHDOLW\ IURP DQ LGHDO SRVLWLRQ� 7KLV LV VKRZQ LQ WKH
XSGDWHG )LJXUH � EHORZ LQ ZKLFK ZH XVH WKH 1R (QWU\ V\PEROV WR VKRZ WKDW /DWRXU
DQG %ROWDQVNL� DUH ERWK VWXFN LQ D IUDPHZRUN WKDW GRHV QRW ORRN IRU VHHGV RI
HPDQFLSDWLRQ ZLWKLQ SHRSOHކV OLYHV� %ROWDQVNL ILQGV WKHP LQ KLV PHWD�SUDJPDWLF
VWDQFH� $QG ZKDW LV SDUWLFXODUO\ GLVWLQFWLYH DERXW /DWRXUކV SRVLWLRQ LV WKDW� ZKLOVW
KH FRUUHFWO\ LGHQWLILHV WKH PDWHULDO OLYHV RI SHUVRQV DV WKH VRXUFH RI VRFLRORJLFDO
DQDO\VLV� KH UHIXVHV WR PRYH EH\RQG PHUH GHVFULSWLRQ WRZDUG FULWLTXH DV ZH
RXWOLQHG�DERYH��7KHUHIRUH��LQ�ZKDW�IROORZV�ZH�ZLOO�DUWLFXODWH�RXU�RZQ�SRVLWLRQ�
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+RZ WR EH PDWHULDOLVW DQG FULWLFDO" 'LYLQJ LQWR
HPDQFLSDWRU\�PRYHPHQWV

i�� ,Q UHVSRQVH WR WKLV VWDQFH� ZH SURSRVH WR EULQJ FULWLTXH FORVHU WR VLWXDWLRQV E\
ORRNLQJ IRU HPDQFLSDWRU\ HYHQWV DQG GHVLUHV WKDW FKDOOHQJH WKH GRPLQDQW UHDOLW\ LQ
DOO LWV FRQVWLWXHQWV� :H VXJJHVW WKDW ZH VKRXOG IRFXV RQ WKH DFWXDO OLYHG
H[SHULHQFHV RI SHRSOH LQ WKH ZRUOG� LQ SDUWLFXODU ORRNLQJ IRU HPDQFLSDWRU\ HYHQWV
DQG GHVLUHV WKDW SHRSOH H[SUHVV LQ WKH IORZ RI HYHU\GD\ OLIH DQG DUH QRWHZRUWK\
EHFDXVH WKH\ PLJKW RSSRVH WR WKH ORJLF RI UHDOLW\ �ZKLFK FDQ EH HPERGLHG LQ OHJDO
WH[WV RU RWKHU IRUPV RI VRFLDO QRUPDWLYH UXOHV�� 7KLV FULWLFDO SUDJPDWLF DSSURDFK
GRHV QRW GLVWLQJXLVK EHWZHHQ WKH HPDQFLSDWHG �OLEHUDWHG IURP KLV�KHU FRPPRQ
VHQVH DQG LOOXVLRQV� DQG WKH DOLHQDWHG� UHLILHG DFWRU� 2XU WDVN VKRXOG EH WR WKRVH
HOHPHQWV LQ SHRSOHކV OLYHV WKDW FDUU\ VRPH HPDQFLSDWRU\ SRWHQWLDO DQG ZKLFK FDQ
FRQWULEXWH LQ WKH FULWLTXH RI GRPLQDQW LQVWLWXWLRQV� +RZHYHU� RQH VKRXOG EH
SUHSDUHG DQG DFFHSW WKH IDFW WKDW WKHUH LV QR UHDVVXUDQFH DV WR WKH SRVVLELOLW\ WR
DUWLFXODWH D FULWLFDO� HPDQFLSDWRU\ SODQ� DV ERWK WKH SRLQW RI YLHZ RI WKH VRFLRORJLVW
DQG WKH SRLQW RI YLHZ RI WKH OD\SHUVRQV DUH FRQWLQJHQW RI WKH ZRUOG WKH\ OLYH LQ�
7KLV LV SUHFLVHO\ ZKDW PDNHV VXFK DSSURDFK RI FULWLFDO SUDJPDWLVP ILUPO\
PDWHULDOLVW�
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i�� +RZHYHU� WKH SURFHVV RI DUWLFXODWLQJ D WKHRU\ DORQJ ZLWK WKH DFWRUV LQ D JLYHQ
VLWXDWLRQ KDV WR EH GRQH ZLWKRXW DFWXDOO\ HQGRUVLQJ DFWLRQV WKDW FRQVLVW LQ
OHJLWLPDWLQJ UHDOLW\ DV LW LV VR WKDW LW DOORZLQJ LW WR FRQWLQXH� ,W LV UDWKHU DERXW
ZRUNLQJ ZLWK WKHP LQ RUGHU WR PDNH WKHLU H[LVWHQWLDO H[SHULHQFHV QRWLFHDEOH DQG
FRPSUHKHQVLEOH DQG WR LGHQWLI\ WKRVH WRROV WKDW ZRXOG HQDEOH WKHP WR HVFDSH IURP
DQ DOLHQDWLQJ UHDOLW\� ,W JRHV ZLWKRXW VD\LQJ WKDW� LQ WKLV SHUVSHFWLYH� VRFLRORJ\
PXVW VXSSRUW SHRSOHކV HPDQFLSDWLRQ QRW RQO\ E\ SRLQWLQJ RXW WKH SURFHVV RI
DOLHQDWLRQ DQG WKH V\PEROLF YLROHQFH RQ LV VXEMHFWHG WR� EXW DOVR E\ GHVFULELQJ WKH
SRVVLELOLW\ RI HPDQFLSDWLRQ ZLWK DOO WKRVH HOHPHQWV WKDW RQH KDV DOUHDG\ DW KDQG�
7KLV LV WKH UHDVRQ ZK\ VRFLRORJ\ PXVW DOZD\V DLP DW WKH ZRUOG DV LW LV� FRQWDLQLQJ
ERWK WKH VXIIHULQJ DQG WKH GHVLUHV� 7KHVH GHVLUHV DUH WR EH IRXQG LQ D SHUIHFW�
SDFLILHG� LGHDOL]HG KXPDQ EHLQJ EXW ZLWKLQ UHDO OLIH H[SHULHQFHV WKDW DUH WR EH
IRXQG LQ WKH UHDO ZRUOG� (YHU\WKLQJ LV DOUHDG\ WKHUH� ZLWKLQ WKH FRQFUHWH� PDWHULDO
FRQGLWLRQV RI RQHކV OLIH DQG LQ IRUPV RI DVVRFLDWLRQ �RU DJJUHJDWLRQ DV /DWRXU ZRXOG
SXW LW�� 7KHVH IRUPV� DOWKRXJK QRW QHFHVVDULO\ DUWLFXODWHG� KDYH DOZD\V H[LVWHG DV D
����LQ�WKLV�ZRUOGފOLQH�RI�OHDVW�UHVLVWDQFHމ

i�� :H FDQ WKLQN IRU LQVWDQFH DERXW WKH ILUVW KRPRVH[XDO FRXSOH WKDW KDG WKH
FRXUDJH WR UHYHDO WKHLU VH[XDOLW\ LQ SXEOLF DQG KDG WR VXIIHU IURP WKH OHJDO
FRQVHTXHQFHV RI WKHLU RSHQQHVV� 2WKHU FRQWHPSRUDU\ H[DPSOHV DUH DOO WKHVH
LQLWLDWLYHV RI DOWHUQDWLYH DQG VROLGDULW\ HFRQRP\ ZKLFK V\VWHPDWLFDOO\ UHIXVH WR
FRPSO\ ZLWK WKH ORFDO LQMXQFWLRQV RI HFRQRPLF LQVWLWXWLRQV� 7KH ORFDO H[FKDQJH
WUDGLQJ V\VWHP �DVVRFLDWLRQV ZKRVH PHPEHUV WUDGH JRRGV DQG VHUYLFHV ZLWK D
ILFWLYH FXUUHQF\� WKHUHIRUH HQDEOLQJ WKH PRVW GHSULYHG WR SDUWLFLSDWH� ZDV
FRQGHPQHG LQ ���� LQ )RL[� LQ VRXWK�ZHVW )UDQFH� IRU XQIDLU FRPSHWLWLRQ���
6WUXFWXUHV ZKRVH SXUSRVH LV WR VXSSRUW WKH GHYHORSPHQW RI DVVRFLDWLRQV DQG�RU
FRRSHUDWLYHV KDYH VHHQ WKHLU VXEVLG\ EHLQJ TXHVWLRQHG HDFK \HDU EHFDXVH� UDWKHU
WKDQ ZRUNLQJ WRZDUGV WKH UHLQWHJUDWLRQ RI WKH SUHFDULDW LQWR WKH FRQYHQWLRQDO ODERU
PDUNHW �IURP ZKLFK WKH\ DUH HMHFWHG DJDLQ D IHZ PRQWKV ODWHU�� WKH\ HQDEOH WKHP
WR FUHDWH WKHLU RZQ MREV LQ D FROOHFWLYH IUDPHZRUN� :KDW PDWWHUV LV WR HQDEOH
ZRUNHUV WR ILQG WKH PHDQLQJ RI ZKDW WKH\ SURGXFH� WR EHFRPH DXWRQRPRXV �LQ WKH
VWULFWO\ 0DU[LVW VHQVH RI WKH WHUP�� LQ D FRQWH[W ZKHUH WKH\ DUH OLNHO\ WR EH WKH
RZQHUV RI WKHLU RZQ PHDQV RI SURGXFWLRQ� 7KHVH DWWHPSWV DUH PRUH GLIILFXOW WR
LPSOHPHQW WKDQ VLPSOH UH�FKDUDFWHUL]DWLRQ� DQG WKH\ GR QRW ILJXUH LQ WKH VWDWLVWLFV
RU LQ WKH GLVFRXUVHV RI WKH (XURSHDQ 6RFLDO )XQG ZRUN SURJUDP ZKRVH
EXUHDXFUDWV� WKH FDUQDO HPERGLPHQWV RI (XURSHDQ LQVWLWXWLRQV� FDQ WKUHDWHQ WR FXW
VXEVLGLHV LI RQH IDLOV WR PHHW WKH FRQGLWLRQV LQ UHODWLRQ WR LQWHJUDWLRQ RI WKH
XQHPSOR\HG ZLWKLQ WKH RIILFLDO ODERU PDUNHW��� $V ERGLOHVV EHLQJV� (XURSHDQ
LQVWLWXWLRQV GR QRW SRVVHVV WKH ODQJXDJH RU WKH OHJDO IUDPHZRUN WKDW ZRXOG HQDEOH
WKHP�WR�PDNH�VHQVH�RI�WKHVH�LQLWLDWLYHV�DQG�DFFHSW�WKHP�DV�OHJLWLPDWH�

i�� :H PD\ DOVR WKLQN DERXW DOO WKHVH FRQVXPHU FRRSHUDWLYHV VXFK DV FRPPXQLW\�
VXSSRUWHG DJULFXOWXUH�� ZKLFK FLUFXPYHQW WKH FRQWUROV RI WKH LQVWLWXWLRQ FDOOHG
+HDOWK DQG 6DIHW\ $JHQF\ �DQG LWV LQVSHFWRUV PDGH RI IOHVK DQG EORRG� E\ GLUHFWO\
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JHWWLQJ WKHLU VXSSO\ IURP ORFDO IDUPHUV WR UHVLVW WKH VWUDQJOHKROG RI ODUJH
FRQVXPSWLRQ HPSRULD VXFK DV :DOPDUW� 2WKHU H[DPSOHV DUH WKH &DVVHXUV GH SXEV
ZKR UHFODLP SULYDWL]HG SXEOLF VSDFHV� *UHHQSHDFH DFWLYLVWV ZKR SDUDO\]H QXFOHDU
ZDVWH FRQYR\V� WKH XQGRFXPHQWHG LPPLJUDQWV DQG WKH KRPHOHVV ZKR VTXDW LQ
HPSW\ DFFRPPRGDWLRQ ZLWKRXW DXWKRUL]DWLRQ RU VKDUH RXW WKH XQVROG SURGXFWV
WKURZQ RXW E\ VXSHUPDUNHWV� ,Q DOO WKHVH FDVHV ZH DUH LQ WKH SUHVHQFH RI
HPDQFLSDWRU\ DFWV WKDW FKDOOHQJH UHDOLW\� GRPLQDQW YDOXHV DQG FRPPRQ�VHQVH
VWHUHRW\SHV ZLWKRXW KHOS IURP VRFLRORJLVWV DQG RWKHU LQWHOOHFWXDOV ZKR DUH XQIDLUO\
FRQVLGHUHG�WR�EH�WKH�RQO\�FDSDEOH�RI�UHYHDOLQJ�WKH�VWUXFWXUHV�RI�GRPLQDWLRQ�
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:K\ ODZV� SHRSOHކV FULWLTXHV DQG SROLWLFV DUH FHQWUDO
LQ�FULWLFDO�DQG�PDWHULDOLVW�VRFLRORJ\

6RFLDO�PRYHPHQWV�DQG�WKH�ODZ

i�� ,Q VKRUW� ZH FDQ REVHUYH WKDW DOO WKHVH JURXSV DUH FRQWHVWLQJ WKH ERXQGDULHV RI
DXWKRULW\ DQG FKDOOHQJH GRPLQDQW LQVWLWXWLRQV� 9HU\ RIWHQ� WKHVH JURXSV XVH WKH ODZ
LQ RUGHU WR IRUFH WKH 6WDWH WR SURPRWH VRFLDO FKDQJH� 7KH ODZ LV D GRXEOH�HGJHG
WRRO� ,W GRHV QRW RSHUDWH H[FOXVLYHO\ WR VXVWDLQ GRPLQDQW LQVWLWXWLRQV DQG VKXW GRZQ
OHJLWLPDWH FULWLTXHV RI SRZHU� ,W DOVR RIIHUV WKH DELOLW\ WR UHFRJQL]H DQG GHIHQG WKH
SULQFLSOH RI MXVWLFH WKDW LV LQKHUHQW LQ WKH YHU\ H[LVWHQFH RI D OHJDO IUDPHZRUN�
/LRUD ,VUDO KDV VKRZQ KRZ FHUWDLQ JURXSV KDYH FKDOOHQJHG GRPLQDQW FXOWXUDO
QRUPV��XVLQJ�WKH�OHJDO�DSSDUDWXV���

i�� 7KHUH DUH PDQ\ H[DPSOHV ZKHUH SURWHVWRUV GHOLEHUDWHO\ LQFLWH WKHLU DUUHVW LQ
RUGHU WR XVH WKHLU GD\ LQ FRXUW DV DQ RSSRUWXQLW\ WR DUWLFXODWH WKHLU GHPDQGV� 6RPH
KLVWRULFDO H[DPSOHV RI WKLV SUDFWLFH DUH WKH VXIIUDJHWWHV� REMHFWRUV RI FRQVFLHQFH LQ
WKH WZR :RUOG :DUV RU LQ WKH 9LHWQDP :DU RU 6RXWK $IULFDQV UHIXVLQJ FRQVFULSWLRQ�
*KDQGL DQG KLV IROORZHUV LQ 6RXWK $IULFD DQG ,QGLD� WKH 'HILDQFH &DPSDLJQ DJDLQVW
VHJUHJDWLRQ LQ SXEOLF VSDFHV DQG WKH 3DVV /DZV LQ 6RXWK $IULFD� WKH &LYLO 5LJKWV
PRYHPHQW LQ WKH 86� 0RUH FRQWHPSRUDU\ H[DPSOHV LQFOXGH )HPHQ� DQLPDO ULJKWV
FDPSDLJQHUV� $,'6 FDPSDLJQHUV� DQG VR PXFK PRUH� 7KHVH PRYHPHQWV XVH WKH ODZ
DV D EODGH LQ RUGHU WR UHVKDSH WKH FRQWRXUV RI UHDOLW\� L�H� LQ RUGHU WR FKDOOHQJH WKH
HVWDEOLVKHG RUGHU��� 7KHVH IRUPV RI UHVLVWDQFH� ZKLOVW VWUHQXRXV� KDYH KDG VRPH
VXFFHVV LQ IRUFLQJ WKH 6WDWH WR DGRSW QHZ LQGLYLGXDO DQG FLYLO ULJKWV LQWR WKH OHJDO
IUDPHZRUN� 7KH UROH RI WKH VRFLRORJLVWV LV WKHUHIRUH WR VXSSRUW VRFLDO DFWRUV DQG
FRQWULEXWH�LQ�DUWLFXODWLQJ�WKHVH�GHPDQGV�IRU�VRFLDO�FKDQJH�

i�� $ PDWHULDOLVW FULWLTXH RU D PDWHULDOLVW VRFLRORJ\ ZRXOG DSSUHKHQG WKHVH
WUDQVJUHVVLRQV DV DWWHPSWV IRU HPDQFLSDWLRQ� $OO WKHVH JURXSV RI DFWLYLVWV GLG QRW
ZDLW IRU FULWLFDO WKHRU\ WR FKDOOHQJH WKH UHDOLW\ IRU WKHP� 7KH\ XQGHUWRRN VRPH
DFWLRQ E\ WKHPVHOYHV� +RZHYHU� RXU FULWLFDO PDWHULDOLVW DSSURDFK WUHDWV WKHVH
DWWHPSWV DV DQ HWKLF LQ DFWLRQ� HYHQ LI VRPH ZRXOG VD\ WKDW WKH\ VXIIHU IURP
LPSXQLW\� RU WKDW WKH\ HPHUJH LQ DQ XJO\ ZRUOG� 2I FRXUVH� QRERG\ FDQ UHIXVH WKDW
RXU ZRUOG LV LPSHUIHFW RU WKDW YHU\ RIWHQ OLEHUDWLRQ EDWWOHV DQG HPDQFLSDWLRQ
DWWHPSWV JR KDQG LQ KDQG ZLWK DFWV RI YLROHQFH RU RWKHU HWKLFDO UHGXFWLRQV� /LNH IRU
H[DPSOH� WKLV PDQ LQ 6DOYDGRU �%DKD� %UD]LO� ZKR UXQV D FRRSHUDWLYH UHVWDXUDQW
GXULQJ WKH GD\ DQG GHDOV KHURLQ DW QLJKW� 7KH PDWHULDOLVW SUDJPDWLF VWDQFH GRHV
QRW FODLP WKDW WKH ZRUOG LV IODZOHVV� 2Q WKH FRQWUDU\� ,W IRFXVHV RQ WKH ZRUOG DV LW LV
DQG�RQ�UHDO�SHRSOH�ZKR�OLYH�LQ�WKLV�YHU\�IODZHG�DQG�\HW�ZRUWK\�ZRUOG���

(QDEOLQJ�SHRSOHކV�FULWLTXH�RI�UHDOLW\
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i�� 7KLV FULWLFDO DSSURDFK LV GLVWLQFW DV LW H[DPLQHV DFWRUVކ GLVFRQWHQW LQWR LWV
OLPLWV� ,WV REMHFWLYH LV WR XQGHUVWDQG SHRSOHކV FULWLFDO UHODWLRQ WR VRFLDO UHDOLW\ DQG
WR FKDQQHO LW WRZDUGV HPDQFLSDWLRQ� 7KH VRFLRORJLVW GRHV VR� NQRZLQJ WKDW VRFLDO
DFWRUV KDYH DOUHDG\ IRXQG HOHPHQWV WKDW FRXOG HQDEOH WKHLU HPDQFLSDWLRQ LQ WKH
UHDO ZRUOG� 7KH UROH RI FULWLFDO WKHRU\ LV WKXV WR IROORZ WKH FRQFHUQV DQG WKH
FULWLFLVPV RI RUGLQDU\ DFWRUV DQG UHIRUPXODWH WKHP LQ RUGHU WR H[SRVH KRZ
XQDFFHSWDEOH UHDOLW\ UHDOO\ LV� 0RUHRYHU� LW VKRXOG KHOS ފWUDQVODWHމ DFWRUކV SRLQWV RI
YLHZ DQG GHVLUHV LQ D ZD\ WKDW LW ZLOO PDNH WKHLU MXVWLILFDWLRQV XQGHUVWDQGDEOH E\ D
ODUJHU SXEOLF� 7KXV� D FRRSHUDWLYH FDQ QR ORQJHU EH GLVPLVVHG DV PHUHO\ Dމ EXQFK
RI SRRU SHRSOH ZKR KHOS HDFK RWKHUފ RU SHMRUDWLYHO\ GHVFULEHG DV VHOI�RUJDQL]HGމ
PXWXDO DVVLVWDQFH JURXSV WKDW XQIDLUO\ FRPSHWH ZLWK ORFDO 60(V �6PDOO DQG
0HGLXP�VL]HG (QWHUSULVHV�ފ� ,QGHHG� VRFLRORJ\ FDQ KHOS SHRSOH GHWDFK WKHPVHOYHV
IURP GRPLQDQW UHDOLW\ E\ VXJJHVWLQJ WR GLVVRFLDWH QHFHVVLW\ IURP UHDOLW\ DQG UDLVH
GRXEWV DERXW WKH OHJLWLPDF\ RI WKH PDWWHU� 7R JLYH DQRWKHU H[DPSOH� WKH VRFLRORJLVW
LV IDU IURP EHLQJ WKH RQO\ DFWRU ZKR LV DEOH WR SRLQW WKH ILQJHU DW KRZ WKH VRFLHW\ RI
FRQVXPSWLRQ KDV UHLILHG RXU FXOWXUDO SUDFWLFHV WR VXFK DQ H[WHQW WKDW ZH HYHQWXDOO\
ILQG DOO WKHVH DGYHUWLVHPHQWV WKDW LQYDGH RXU 79 VFUHHQV� RXU PHWUR VWDWLRQV DQG
RXU EXV VWRSV SDUWLFXODUO\ SOHDVLQJ� $FWLYLVWV VXFK DV &DVVHXUV GH SXEV ZKR GDXE
WKH YHU\ VDPH DGYHUWLVHPHQWV WRGD\ ZLWK WKH GHVLUH WR DWWDLQ DQRWKHU SRVVLEOH
ZRUOG� GLG QRW ZDLWHG IRU 0DUFXVH� $GRUQR� +RUNKHLPHU RU %RXUGLHX WR DFW LQ WKLV
ZD\� %XW� WKH IDFW WKDW WKHVH DFWLYLVWV UXQ WKH ULVN RI EHLQJ DUUHVWHG RU HYHQ
DWWDFNHG�E\�WKH�SROLFH�LV�VRPHWKLQJ�WKDW�PXVW�FRQFHUQ�PRGHUQ�VRFLRORJLVWV�

i�� :KHQ WKDW WKHRUHWLFDO DQG VRFLRORJLFDO WKRXJKW SUHVHQWV LWVHOI DV WKH PDLQމ
DFFHVV WR WKH WUXWKފ WKHUH LV DOZD\V WKH ULVN WKDW SHRSOHކV UDZ UHVRXUFHVމ
HPDQDWLQJ IURP WKH ZRUOGފ �IURP WKH )UHQFK� UHVVRXUFHVމ PRQGDLQHVފ� WR HQJDJH
LQ DFWV RI FULWLTXH UHPDLQ LJQRUHG� 2Q WKH FRQWUDU\� D FULWLFDO WKHRU\ WKDW DGRSWV D
PDWHULDOLVW SHUVSHFWLYH GRHV QRW VXUUHQGHU WR WKH XVXDO SHVVLPLVP DFFRUGLQJ WR
ZKLFK WKH ZRUOG LV LQHYLWDEO\ VRDNHG LQ PLVHU\ DQG GRRPHG WR UHPDLQ WKH VDPH� ,W
GRHV VR� E\ FRPELQLQJ /DWRXUކV XQGHUVWDQGLQJ RI VRFLDO DFWLRQ DV LPPDQHQW DQG
%ROWDQVNLކV DSSUHKHQVLRQ RI WKH VRFLDO DFWRU DV FULWLFL]HU� DV KH KDV VKRZQ VLQFH
/RYH DQG -XVWLFH DV FRPSHWHQFHV��� ,QGHHG� IRU WKH ODVW WZHQW\ \HDUV� )UHQFK
SUDJPDWLVP� ZLWK WKH H[FHSWLRQ RI /DWRXUކV ZRUN� KDV EHHQ KLJKOLJKWLQJ VRFLDO
DFWRUކV FULWLFDO FDSDFLW\ LQ WKHLU HYHU\GD\ OLYHV��� +RZHYHU� WKHUH LV VRPHWKLQJ
PLVVLQJ� WKH QHHG WR FRQVLGHU WKH QHFHVVDU\ SROLWLFDO GLPHQVLRQ RI FULWLFDO VRFLRORJ\
WKDW QHHG WR JR EH\RQG LGHDOLVP� 7KLV LV WKH UHDVRQ ZK\ ZH ZLOO QRZ SRQGHU RQ WKH
SROLWLFDO�GLPHQVLRQ�RI�PDWHULDOLVP�

%H\RQG SUDJPDWLVPV� WKH SROLWLFDO GLPHQVLRQ RI
PDWHULDOLVP

i�� 7KH SUHVHQFH RI D SROLWLFDO GLPHQVLRQ LV LQKHUHQW LQ D PDWHULDOLVW VWDQFH DV LWV
DLP LV WR ZRUN ZLWK VRFLDO DFWRUV LQ RUGHU WR PDNH YLVLEOH D WKHRU\ RXW RI WKHLU
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SUDFWLFHV� E\ H[SRVLQJ KRZ WKHVH SUDFWLFHV ZKLFK KDYH WKH SRWHQWLDO WR FKDOOHQJH
UHDOLW\ DV LW LV� %\ WKH VDPH WRNHQ� LW LV LPSRUWDQW WR EH VHQVLWLYH WR WKH WHQGHQF\ RI
LQVWLWXWLRQV WR FHQVRU DOO H[SHULHQFHV HYRNHG DERYH ZKLFK PLJKW EH SURPLVLQJ RI D
QHZ UHDOLW\� 7KLV LV UHDOO\ LPSRUWDQW DV WKH UHIOH[LYH DQG FULWLFDO DFWRU PLJKW DW DQ\
WLPH DOVR SHUIRUP WKH ZRUOG LQ ފ\XJOމ ZD\V� GUDZLQJ RQ ZKDW 6SLQR]D ZRXOG KDYH
FDOOHG VDG SDVVLRQV UDWKHU WKDQ KDSS\ SDVVLRQV �RU GHVLUHV� OLNH %ROWDQVNL�� :H
PD\� IRU H[DPSOH� UHFDOO WKH UHFHQW PXUGHU RI D \RXQJ DQWLIDVFLVW PLOLWDQW E\
VNLQKHDGV LQ WKH PLGGOH RI 3DULV LQ ���� � ,W LV KHUH WKDW WKH SROLWLFDO UHIOH[LYLW\ RI
WKH�VRFLRORJLVW�KLP�KHUVHOI�LV�QHHGHG�

i�� 7KH SUDJPDWLF VRFLRORJLVWކV H[SHUWLVH LV JDLQHG LQ D VFLHQWLILF HQJDJHPHQW
WRZDUGV WKH ZRUOG� %XW KRZ ZLOO V�KH GLVWLQJXLVK EHWZHHQ HPDQFLSDWRU\ DQG
GLVFULPLQDWRU\ RU DEXVLYH SUDFWLFHV" 7KLV FODLP WR H[SHUWLVH LV LQ LWVHOI SROLWLFDOO\
FKDUJHG DV LW ZLOO DOORZ FHUWDLQ SUDFWLFHV ށ WKRVH WKDW HPERG\ KDSS\ SDVVLRQV ށ WR
EH JHQHUDOL]DEOH DV HPDQFLSDWRU\ VRFLDO DFWLRQ��� 7KLV ZLOO GHSHQG RQ WKH UHVHDUFK
TXHVWLRQV WKDW WKH VRFLRORJLVW ZLOO DVN WR WHVW WKH DELOLW\ RI SUDFWLFHV WR FKDOOHQJH
WKH GRPLQDQW WUXWK DERXW ZKDW UHDOLW\ LV� )RU LQVWDQFH� ZKDW DUH WKH FRQGLWLRQV WKDW
HQDEOH WKH SHUVRQ ZKR UXQV WKH FRRSHUDWLYH UHVWDXUDQW WR ZKLFK ZH DOOXGHG DERYH
WR EH DOVR D GDQJHURXV GUXJ GHDOHU DW QLJKW" 7KH DUWLFXODWLRQ RI WKLV TXHVWLRQ DQG
WKH�DQVZHU�WR�LW�DUH�ERWK�SROLWLFDOO\�FKDUJHG�

i�� :KDW LV WKHUHIRUH UHTXLUHG LV WKH DSSOLFDWLRQ RI VRFLRORJLFDO UHIOH[LYLW\� ZLWKRXW
QRQHWKHOHVV GHQ\LQJ VRFLDO DFWRUVކ SRWHQWLDO IRU UHIOH[LYLW\ DQG FRQVFLHQFH �RU ODFN
WKHUHRI� DV PHUHO\ WKH YRLFH RI WKH GRPLQDQW LGHRORJ\ ZKRVH UROH ZRXOG EH WR
DSSHDVH FDOP SHRSOHކV DQ[LHWLHV DERXW WKH ZRUOGކV HIIHUYHVFHQFH E\ OHJLWLPDWLQJ
WKDW ZKLFK KDQJV WRJHWKHU� ,W LV WKHUHIRUH LPSHUDWLYH WR DFW RXW WKLV UHIOH[LYLW\ DV D
GHPRFUDWLF LPSXOVH�� E\ DFFHSWLQJ WKDW WKH ZRUOG LV FRQWLQJHQW DQG WKDW VRFLDO
DFWLRQ LV PHVV\� 7KXV� WKH VRFLRORJLVWކV UROH VKRXOG EH WR LGHQWLI\� UHFRUG DQG
IRUPDOL]H WKH VNLOOV RI OD\SHUVRQV DQG RUGLQDU\ VRFLDO DFWRUV ZKHUHYHU WKH\ KDYH
WKH SRWHQWLDO WR EHDU IUXLW� 2I FRXUVH� VRPHWLPHV DFWRUV WXUQ D EOLQG H\H WR WKH
UHDOLW\ WR ZKLFK WKH\ FRQWULEXWH� VR WKH VRFLRORJLVWކV RWKHU UROH LV QRW QHFHVVDULO\ WR
JLYH WKHP WKH RSSRUWXQLW\ WR RSHQ WKHLU H\HV WR WKHLU VXERUGLQDWLRQ� ,QGHHG RIWHQ
WKH\ DUH DZDUH RI LW�� DQG VRPHWLPHV WKH\ DOVR HQJDJH LQ SUDFWLFHV WKDW ZLOO DOWHU
WKDW�YHU\�UHDOLW\�

i�� )RU LQVWDQFH� WKH SHUVRQ ZKR UXQV WKH FRRSHUDWLYH UHVWDXUDQW FRRSHUDWLYH ZKR
LV DOVR D GUXJ GHDOHU DW QLJKW� HPERGLHV D FRQWUDGLFWLRQ EHWZHHQ DFWLQJ RXW D
FULWLTXH RI LQGLYLGXDOLVP DQG FDSLWDOLVP RQ WKH RQH KDQG DQG HQJDJLQJ LQ LOOHJDO
SUDFWLFHV RQ WKH RWKHU� &RQIURQWHG WR WKLV LPSXUH VWDWH RI WKH ZRUOG WKH VRFLRORJLVW
FDQ FKRRVH WR IRFXV RQ ZKDW LW PHDQV WR SUDFWLFH FRRSHUDWLYH HFRQRP\ DQG
FROOHFWLYH SURSHUW\ LQ D UHDOLW\ LQ ZKLFK WKH HFRQRP\ LV GULYHQ E\ SULYDWH SURSHUW\
DQG�FRPSHWLWLRQ�

i�� 2QO\ WKHQ FDQ SHRSOHކV FDSDFLW\ IRU PHDQLQJIXO DFWLRQ EH GHYHORSHG� WKXV
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HOLPLQDWLQJ WKH DV\PPHWU\ WKDW H[LVWV EHWZHHQ DFWRUVކ EHOLHIV DQG ފLOOXVLRQVމ RQ
WKH RQH KDQG DQG WKH H[SHUWކV ފNQRZOHGJHމ RI WKH FULWLFDO VRFLRORJLVW ZKR ZRXOG EH
SULY\ WR DQ XQGHUO\LQJމ UHDOLW\ފ RQ WKH RWKHU��� 7KLV LV SROLWLFDO DFWLRQ SDU
H[FHOOHQFH� WKH VRFLRORJLVWކV UHVSRQVLELOLW\ LV WR DFFHSW WKDW E\ KLV�KHU PHQWRULQJ�
V�KH ZLOO JDOYDQL]H RU UHMHFW FHUWDLQ DFWLRQV LQIOXHQFHG E\ VDG SDVVLRQV� ,Q WKH FDVH
RI WKH IRUPHU� WKH VRFLRORJLVWކV GXW\ LV WKXV WR XQGHUVWDQG WKH SURFHVVHV DQG
FLUFXPVWDQFHV�ZKLFK�OHDG�WR�WKHVH�VDG�SDVVLRQV�

i�� 7KH FRQFHSW RI DFWLRQ LWVHOI DOVR KDV WR EH UHVFXHG IURP WKH GDQJHU WKDW LW
PLJKW ORVH LWV PHDQLQJ E\ EHLQJ GLVPLVVHG DV WKH PDQLIHVWDWLRQ RI DOLHQDWLRQ� <HW�
DFWLRQ DV D FKRLFH EHWZHHQ GLIIHUHQW RSWLRQV LQ DQ XQSUHGLFWDEOH ZRUOG PXVW EH
FRXQWHQDQFHG� 7KXV� WKH WDUJHW RI VRFLRORJLFDO WKHRUL]LQJ LV E\ GHILQLWLRQ XQFHUWDLQ�
LV WKH JX\ LQ KLV FRRSHUDWLYH UHVWDXUDQW FUHDWLQJ D QHZ IRUP RI VROLGDULW\� DV \HW
XQDUWLFXODWHG DV VXFK E\ IRUPDO LQVWLWXWLRQV" ,V KH D GDQJHURXV 0DILRVR" 2U LV KH
ERWK" ,Q FULWLFDO PDWHULDOLVP� WKLV NLQG RI XQFHUWDLQW\ GRHV QRW GLVDSSHDU� 7KH ULVN
LV WKDW LW ZLOO EH UHDEVRUEHG E\ WHVWV RI WUXWK�� ZKLFK ZLOO PDNH LW OHJLEOH DQG
XQGHUVWDQGDEOH �; HYHQWXDOO\ OHW JR RI KLV XWRSLD RI VHOI�PDQDJLQJ FRRSHUDWLYH� KH
KDV UHFRYHUHG D SURSHU VHQVH RI UHDOLW\ DQG DFFHSWHG D VWDEOH MRE DW :DOPDUW��
+RZHYHU��LW�QHHG�QRW�QHFHVVDULO\�EH�WKLV�ZD\�

i�� ,W LV HDV\ WR GLVFRXQW H[WUHPH DFWLRQV� VXFK DV WKRVH RI QHR�QD]LV� 0RUH
PXQGDQHO\ SHRSOH FDQ ILQG WKHPVHOYHV LQ WKH SRVLWLRQ RI DGRSWLQJ WKH GRPLQDQW
YDOXHV ZKLFK KDYH HQVODYHG WKHP� E\ LQWHUQDOL]LQJ WKHP DV LGHRORJLHV RU DV SDUW RI
WKHLU KDELWXV� VRPHWLPHV JRLQJ VR IDU DV WR DUGHQWO\ GHVLUH ZKDW DOLHQDWHV WKHP� ,Q
WKLV UHVSHFW� LW PD\ VHHP RGG IRU D VR�FDOOHG FULWLFDO VRFLRORJLVW WR VHH WKH
UHOHQWOHVVQHVV ZLWK ZKLFK VRPH XQHPSOR\HG SHRSOH VWULYH WR ILQG D MRE ށ DQ\ MRE�
ށ WKDW ZRXOG HQDEOH WKHP WR UHLQWHJUDWH D VDFURVDQFW ODERU PDUNHW ށ WKH VDPH
PDUNHW WKDW KDV UHSHDWHGO\ PDGH FOHDU WKDW LW GRHV QRW ZDQW WKHP E\ GLUHFWLQJ
WKHP WRZDUGV VKRUW�WHUP HPSOR\PHQW� %XW WKHVH YHU\ VDPH SHRSOH PLJKW� DW RWKHU
PRPHQWV LQ WKHLU OLYHV ށ RU LQ RWKHU VLWXDWLRQV DV /DWRXU ZRXOG VD\ ށ VWDQG XS WR
WKH�WHUULI\LQJ�SRZHU�RI�WKDW�UHDOLW\�E\�JLYLQJ�QHZ�LQWHUSUHWDWLRQV�WR�LW�

$Q�LQIRUPHG�DQG�RSWLPLVWLF�UHSUHVHQWDWLRQ�RI�D�VRFLDO�DFWRU

i�� 0DWHULDOLVP RIIHUV D TXLWH RSWLPLVWLF UHSUHVHQWDWLRQ RI WKH VRFLDO DFWRU� 0RUH
VSHFLILFDOO\� WKH\ FDQ QHYHU EH GHSLFWHG DV EHLQJ QD±YH� %ROWDQVNL KLPVHOI ZDV YHU\
FOHDU�DERXW�WKLV�

W,މ LV WKH GLIILFXOW\ LQ EUHDNLQJ IUHH RI ZKDW �ޓ� ZH FDQ FDOO WKH VHULDOLW\ DQG
YLVFRVLW\ RI WKH UHDO ހ WKDW LV� LI \RX OLNH� LWV H[FHVV UHDOLW\ ހ ZKLFK GLVFRXUDJHV
FULWLTXH DQG QRW �DV LV RIWHQ VDLG� WKH DEVHQFH RI D ކSURMHFWޅ RU DQ ކDOWHUQDWLYHޅ WR
WKH SUHVHQW VLWXDWLRQ� $V FOHDUO\ LQGLFDWHG� IRU H[DPSOH� E\ WKH VRFLDO KLVWRU\ RI
WKH ODERU PRYHPHQW� SDVW UHYROWV KDYH QHYHU SXW RII WKHLU GUDPDWLF H[SUHVVLRQ
XQWLO DQ ކDOWHUQDWLYHޅ LV SUHVHQWHG WR WKHP� GUDZQ XS LQ GHWDLOV� RQ WKH PRGHO RI
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WKH OLWHUDU\ DQG SKLORVRSKLFDO JHQUH FDOOHG �ކXWRSLDޅ 2Q WKH FRQWUDU\� LW FDQ EH
VDLG WKDW LW LV DOZD\V RQ WKH EDVLV RI UHYROW WKDW VRPHWKLQJ OLNH DQ ކDOWHUQDWLYHޅ
KDV�EHHQ�DEOH�WR�HPHUJH��QRW�YLFH�YHUVDފ���

i�� 6RFLRORJ\ FDQ HQGRUVH DOO WKHVH H[SUHVVLRQV RI REMHFWLRQ� GLVDSSURYDO RU
GLVVHQW WKDW DLP WR LQIOXHQFH SXEOLF RSLQLRQ DQG JRYHUQPHQW SROLF\� ,W FDQ GR VR E\
KHOSLQJ SHRSOH SXW DVLGH WKHLU LQGLYLGXDO IUDJLOLW\ DQG FRQVWUXFW D VWURQJHU� PRUH
FROOHFWLYH� DQG WKHUHIRUH PRUH HIIHFWLYH� UHVLVWDQFH WR WKH UHDOLW\� 7KLV PXVW EH
GRQH LQ NQRZOHGJH WKDW WKH VRFLDO ZRUOG LV LQ SHUPDQHQW UHFRQVWUXFWLRQ DQG
FDSDEOH WR XQGHUWDNH DQ\WKLQJ DQG QRW E\ FRQVLGHULQJ LQ DGYDQFH WKDW LW LV ILQLWH
DQG�LUUHYHUVLEO\�DOLHQDWHG�

i�� 7KH LQYHVWLJDWLRQ ILHOG RI WKLV W\SH RI PDWHULDOLVW DQG GHPRFUDWLF VRFLRORJ\
VKRXOG EH HPHUJHQW DVVRFLDWLRQV DQG LQQRYDWLYH VRFLDO H[SUHVVLRQV WKDW DUH WR EH
IRXQG LQ WKH UHDO ZRUOG� 7KH LGHD LV WR VWDUW IURP WKH FUHDWLYH SRWHQWLDO RI VRFLDO
DFWRUV DV WKH\ WU\ WR DGDSW WR WKH UHDOLW\ RU DV WKH\ VHHN IRU ZD\V WR PRGLI\ LW E\
SXWWLQJ WKLV UHDOLW\ WKURXJK D�Q H[LVWHQWLDO� WHVW� 8QOLNH WKH PHWD�FULWLFDO DSSURDFK
SURSRVHG E\ %ROWDQVNL� ZH GR QRW FRQVLGHU VRFLDO DFWRUV WR EH XQDEOH WR DWWDLQ D
PHWD�FULWLFDO UHJLVWHU RI XQGHUVWDQGLQJ WKH VWUXFWXUHV LQ ZKLFK WKH\ DUH FDSWXUHG�
,Q IDFW� ZH GR UHFRJQL]H WKH FRQVWUDLQLQJ SRZHU RI WKHVH VWUXFWXUHV EXW ZH EHOLHYH
WKDW E\ OLPLWLQJ VRFLDO DFWRUV LQ WKHLU GHWHUPLQLVP DQG VRFLRORJLVWV LQ WKHLU PHWD�
FULWLFLVP ZH ORVH IURP VLJKW WKH YHU\ UHDO DELOLW\ RI VRFLDO DFWRUV WR HQJDJH LQ
FRQIOLFWV� WR KROG GHEDWHV DQG WR DGRSW SROLWLFDO SRVLWLRQV RQ FUXFLDO PDWWHUV ZLWKLQ
WKH�ZRUOG�

i�� 7KXV ZH DUH QRW GHQ\LQJ WKDW UHDOLW\ \LHOGV DOLHQDWLRQ EXW� LURQLFDOO\� DV
%ROWDQVNL KLPVHOI SXW LW� \%މ GLQW RI VHHLQJ GRPLQDWLRQ HYHU\ZKHUH� WKH ZD\ LV
SDYHG IRU WKRVH ZKR GR QRW ZDQW WR VHH LW DQ\ZKHUHފ��� 5DWKHU� RXU DPELWLRQ DV
VRFLRORJLVWV LV WR JR D VWHS IRUZDUG LQ H[SRVLQJ DQG XQGHUVWDQGLQJ WKH SURFHVV RI
GRPLQDWLRQ� :H ZLVK WR VKRZ KRZ GHPRFUDWLF VRFLDO DFWRUV FDQ FDUYH WKHLU RZQ
SDWKZD\V WRZDUG OLEHUDWLRQ� LQ VSHFLILF VLWXDWLRQV DV /DWRXU ZRXOG VD\� DQG KRZ LI
WKH\ DFW LQ D FRRUGLQDWHG ZD\ WKH\ FDQ UHDOO\ FKDOOHQJH WKH EHOLHI WKDW UHDOLW\ LV
QHFHVVDULO\�DV�LW�LV�
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&RQFOXVLRQ� 7KH 8SFRPLQJ 7DVN RI D &ULWLFDO�
3UDJPDWLF�DQG�0DWHULDOLVW�6RFLRORJ\�

i�� $W WKLV WLPH� WKH LGHRORJ\ RI PDQDJHPHQW� ZLWK LWV DUPDGD RI VSHFLDOLVWV�
WHFKQLFLDQV� DQG RWKHU H[SHUWV UHLQIRUFHV WKH VWDWXV TXR DV ZHOO DV D QHFHVVDU\
UHDOLW\ DOPRVW LQ D ZD\ RI D VHOI�IXOILOOLQJ SURSKHF\� ZHމ GR QRW KDYH D FKRLFH�
DXVWHULW\ FDQQRW EH DYRLGHG� ZHOIDUH EHQHILWV PXVW EH UHGXFHG� SXEOLF DQG VRFLDO
H[SHQGLWXUH PXVW EH FXW� ZH PXVW UDWLRQDOL]H� UHVWDUW JURZWK� ZRUN ORQJHU� IRU
ORZHU ZDJHV� HWFފ�� ,Q VRPH RI KLV UHFHQW WH[WV��� %ROWDQVNL PHQWLRQV WKDW WKH QHHG
IRU UHFRJQLWLRQ FDQ OHDG� DOEHLW ZLWK GLIILFXOW\� WR FRPPRQ FRQFHUQV DQG SDUWLDO
UHVLVWDQFH� WKDW FDQ WDNH WKH IRUP RI LQGLYLGXDO RU VPDOO�VFDOH ',< �'R ,W <RXUVHOI��
,Q RUGHU WR PLQLPL]H WKH FRQVWUDLQWV WKDW ZHLJK RQ WKHP� DFWRUV GHYHORS D VSHFLILF
LQWHUSUHWDWLYH VNLOOVHW DLPHG DW LGHQWLI\LQJ VSDFHV RI IUHHGRP E\ WDNLQJ DGYDQWDJH
RI IODZV LQ V\VWHPV RI FRQWURO� %\ GRLQJ VR� WKH\ RIWHQ DFW DW WKH OLPLWV RI OHJDOLW\�
7KHVH RUGLQDU\ SHRSOH� ZKR VXIIHU IURP WKH HIIHFWV RI GRPLQDWLRQ �SHRSOH ZKR DUH
LQYROYHG LQ DQ DOWHUQDWLYH DQG VROLGDU\ HFRQRP\� LOOHJDO LPPLJUDQWV� KRPHOHVV
SHRSOH� DQG PDQ\ RWKHUV� FDQQRW EH GHSULYHG RI WKH DFFXUDF\ RI WKHLU VHQVH RI
MXVWLFH� WKHLU IUHHGRP� WKH WUXWK RI WKHLU LQWHUSUHWDWLRQV DV WR ZKDW RFFXUV LQ
UHDOLW\� RU RI WKHLU OXFLGLW\� %XW YHU\ RIWHQ DOO WKHVH SHRSOH DUH VLPSO\ XQDEOH WR DFW
EHFDXVH�RI�WKH�ZD\�WKH�ZRUOG�UHDOO\�ZRUNV�

i�� %ULQJLQJ FORVHU VRFLRORJLFDO ZRUN WR FROOHFWLYHV RI SUHFDULRXV LQGLYLGXDOV�
KRZHYHU VPDOO WKH\ PLJKW EH� LV D SUH�FRQGLWLRQ IRU EHLQJ DEOH WR VHH UHDOLW\ DV LW LV�
LQ DOO LWV LQWLPDFLHV� DQG WKHUHIRUH� IRU WDNLQJ WKH ILUVW VWHS RXW RI LW DQG IRU
LGHQWLI\LQJ RWKHU SRVVLEOH UHDOLWLHV WKDW WKH ZRUOG KDV WR RIIHU� 6RFLRORJ\ކV
WKHRUHWLFDO ZRUN RI VRFLRORJ\ VKRXOG FRQVLVW LQ LGHQWLI\LQJ WKH ZD\ VLWXDWLRQV LQ WKH
ZRUOG FRQQHFW WR HDFK RWKHU� HYHQ WKRXJK WKH\ DUH LVRODWHG LQ GLIIHUHQW FRQWH[WV
ZKHUH HDFK SHUVRQ XQGHUJRHV WKH FRQVWUDLQWV RI WKHLU UHDOLW\ ށ WKH ODQGORUGކV
ULJKWV WR HYLFW VTXDWV� DSSO\LQJ VWDQGDUGV RI FRPSHWLWLRQ WR FRRSHUDWLYHV RI
FRQVXPSWLRQ RU WR /(76 �/RFDO ([FKDQJH 7UDGLQJ 6\VWHP�� HWF� 7KH FRJQLWLYH WRROV
WKDW WKH SUDJPDWLF SHUVSHFWLYH SURYLGHV PXVW HQDEOH WKLV W\SH RI DFWLRQV QR PDWWHU
KRZ GLIIHUHQW WKHLU PDQLIHVWDWLRQV PLJKW EH� EHFDXVH WKH\ DUH LQ IDFW UHLQIRUFH ZLWK
WKH VDPH PDWHULDO URRWV WKDW DUH WR EH IRXQG LQ WKH ZRUOG �LQ )UHQFK� VXEVWUDWVމ
PRQGDLQV FRPPXQVފ�� 7KLV HFKRHV SDUWO\ ZKDW /HIRUW DQG &DVWRULDGLVކ JURXS
6RFLDOLVPH RX EDUEDULH RQFH VRXJKW WR GR ZLWK WKH GLVSDUDWH DFWLRQV RI ZRUNHUVކ
FROOHFWLYHV LQ WKH ����V��� ,Q RUGHU WR GR VR� KRZHYHU� SUDJPDWLF VRFLRORJ\ PXVW
DGRSW D PDWHULDOLVW SHUVSHFWLYH WKDW ZRXOG JLYH VRFLRORJ\ D SROLWLFDO YRFDWLRQ�
UDWKHU WKDQ NHHS LW FRQILQHG LQ WKH WKH SXUVXLW RI VRPH LQWHOOHFWXDOLVW ށ
WUDQVFHQGHQWDO�RU�WUDQVFHQGHQWށ��LGHDOLVP�

i�� %RUURZLQJ IURP /DWRXUކV LQVLJKWV� ZH FDQ VD\ WKDW WKH ZRUOG WKDW ZH PXVW
UHJDLQ WKURXJK WKH VRFLDO DFWLRQV LW JLYHV ULVH WR LV QRW D VHFRQG IDFDGH EHKLQG D
ILUVW RQH� D IDFH EHKLQG D YHLO� D KXPDQ QDWXUH KLGGHQ EHKLQG D VSRLOW KXPDQ� D
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P\VWHULRXV EHLQJ EHKLQG LWV RXWZDUG PDQLIHVWDWLRQV� D WUXWK EHKLQG D OLH� DQ
DQWKURSRORJLFDO�LGHDO��D�VWDWH�RI�QDWXUH�EHKLQG�D�IDOVH�FRQVFLRXVQHVV�RU�D�KDELWXV�

7KHVHމ VWDFNV RI VXFFHVVLYH OD\HUV� DOO WKHVH YHLOV SLOHG RQ WRS RI RQH DQRWKHU OLNH
VR PDQ\ SHWWLFRDWV NHHS \RXU H\HV WXUQHG LQ WKH VDPH GLUHFWLRQ� WKH\ FRQILUP XV
LQ RXU GHVLUH WR DFFHGH WR WKH GLVWDQW >SDVW RU IXWXUH@�� WR WKH HYHU PRUH
FRQFHDOHG� %XW LWކV QRW D PDWWHU RI WXUQLQJ RXU H\HV WRZDUGV WKH GLVWDQW� QRU LV LW
D PDWWHU RI VHHLQJ WKURXJK XQWUXWKIXO DSSHDUDQFHV WR VHL]H WKH KLGGHQ WUXWK� EXW
RI EULQJLQJ RXU JD]H EDFN WR WKH QHDU� \HV� WR RXU QHLJKERXUV� WR WKH SUHVHQW�
ZKLFK�LV�DOZD\V�ZDLWLQJ�WR�EH�UHFDSWXUHGފ���

i�� 7KH FRQWHPSRUDU\ ZRUOG ZLWK LWV FODVV LQHTXDOLWLHV RI FODVV� LWV LQGLYLGXDOLVP�
LWV FRQVXPHULVP� FDQ EH GHWHVWDEOH EXW DW WKH VDPH WLPH� SDUDGR[LFDOO\� WKLV LV WKH
RQO\ RQH ZH KDYH� %\ GHILQLWLRQ� LW LV WKLV ZRUOG� DFFHVVLEOH KHUH DQG QRZ E\
HYHU\ERG\ ZLWKLQ WKLV RIILFLDO UHDOLW\� WKDW ZH PXVW TXHVWLRQ� H[SRVLQJ LWV RZQ
ODQJXDJH� 7Rމ ZDLW XQWLO ZH ILQG RXUVHOYHV WUDQVSRUWHG PLUDFXORXVO\ WR RWKHU WLPHV
DQG�SODFHV�LQ�RUGHU�WR�VSHDN�WUXO\�LV��E\�GHVLJQ��WR�OLHފ���

RU(މ KRZ PDQ\ \HDUV KDV LW EHHQ� KRZ PDQ\ FHQWXULHV� VLQFH WKRVH SURIHVVLRQDOV�
WKH FOHULFV� IRXQG WKHPVHOYHV LQ D FRQWHPSRUDU\ SHULRG WKDW WKH\ GLGQކW KDWH ZLWK
DOO WKHLU JXWV" ,GROV� PDWHULDOLVP� WKH PDUNHW� PRGHUQLVP� WKH PDVVHV� VH[�
GHPRFUDF\ ހ HYHU\WKLQJ KDV KRUULILHG WKHP� +RZ ZRXOG WKH\ KDYH IRXQG WKH
ULJKW ZRUGV" 7KH\ ZDQWHG WR FRQYLQFH D ZRUOG WKDW WKH\ KDWHG ZLWK DOO WKHLU VRXO�
7KH\ UHDOO\ EHOLHYHG WKDW \RX FRXOGQކW SRVVLEO\ VSHDN DEVROXWH UHYROXWLRQ H[FHSW
E\ ILUVW GHSRUWLQJ SHRSOH WR RWKHU SODFHV DQG RWKHU WLPHV� VXSSRVHGO\ PRUH
VSLULWXDOފ���

i�� :H ZRXOG JR IXUWKHU WKDQ /DWRXU KRZHYHU� DQG DUJXH WKDW WKH VRFLRORJLFDO
SURMHFW EHORQJV LQ WKH ZRUOG� LQ WKH ZD\ SHRSOH DJJUHJDWH RU DVVRFLDWH DQG LQ WKHLU
REMHFWLYHV IRU LPDJLQLQJ D EHWWHU ZRUOG� DQG WKXV LW LV IURP ZLWKLQ WKLV ZRUOG WKDW
ZH PXVW FULWLFL]H GRPLQDQW LQVWLWXWLRQV� LQ SDUWLFXODU HFRQRPLF LQVWLWXWLRQV� DQG
WKHLU DELOLW\ WR FRQVWUXFW VRFLDO UHDOLW\ RIWHQ FRQILGLQJ LW ZLWK PDWHULDO H[LVWHQFH�
0HUH GHVFULSWLRQV RI QHWZRUNV DUH QRW HQRXJK� :H FDQ� DV VRFLRORJLVWV� MRLQ VRFLDO
DFWRUV LQ WKHLU HIIRUW WR GHQRXQFH WKH SULYLOHJHV RI WKH SRZHUIXO WKDW DOORZ WKHP WR
FXOPLQDWH�SRZHU��WR�GRPLQDWH�DQG�WR�XVH�LQVWLWXWLRQV�RQ�WKHLU�EHKDOI�

i�� 7KLV DOVR IRUFHV XV WR UHWKLQN DQG SHUKDSV UHLPDJLQH WKH VRFLDO UROH RI WKH
VRFLRORJLVW LQ WKH ZRUOG� QRW DV VWDQGLQJ VRPHKRZ RXWVLGH RI WKH PHVVLQHVV RI
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VRFLDO OLIH EXW DV IXOO\ LPSOLFDWHG LQ WKH ZRUOG� GHULYLQJ KLV�KHU H[SHUWLVH QRW IURP
WKHLU RZQ VRFLDO SXULW\ EXW IURP WKH V\VWHPDWLF DQDO\VLV RI VLWXDWLRQV� GULYHQ E\ D
GHVLUH WR ZRUN LQ FROODERUDWLRQ ZLWK VRFLDO DFWRUV ZLWK WKH DLP WR ILQG PHDQLQJIXO
ZD\V WR LPSURYH WKH VRFLDO FRQGLWLRQV LQ ZKLFK OLYH� 7KH VRFLRORJLVW LV WKHUHIRUH
QHLWKHU QDLYH QRU VXSHULRU� EXW SHUKDSV SULYLOHJHG WR KDYH KDG WKH WLPH DQG VSDFH
WR DFTXLUH WKH WRROV WR GHSOR\ WKH VRFLRORJLFDO LQJHQXLW\��� ,Q WKLV VHQVH ZH FDQ VD\
WKDW GRLQJ VRFLRORJ\ LV D SROLWLFDO DFW� LW LV DERXW HQFRXUDJLQJ D PRUH H[SOLFLW
HQJDJHPHQW ZLWK WKH ZRUOG WKDW FRXOG EULQJ VXEVWDQWLDO LPSURYHPHQWV LQ SHRSOHކV
OLYHV� QRW LQ VRPH XQVSHFLILHG XWRSLD EXW KHUH DQG QRZ� DQG DOVR DERXW EHLQJ
ZLOOLQJ WR FULWLFL]H WKH LQVWLWXWLRQV WKDW IRVWHU SRZHU DQG SUHVHUYH VRFLDO
LQHTXDOLWLHV�

i�� 7KLV DOVR EULQJV WKH TXHVWLRQ RI KRZ ZH� LQ VRFLRORJ\� NQRZ DERXW SHRSOHކV
OLYHV� 7KLV LV DW WKH YHU\ OHDVW D PHWKRGRORJLFDO TXHVWLRQ� ,QGHHG� E\ JLYLQJ SULRULW\
WR OLYHG H[SHULHQFHV LQ WKH ZRUOG DV WKH SRWHQWLDO VRXUFH IRU WKH VHDUFK RI
UHVLVWDQFH DQG HPDQFLSDWLRQ� D PDWHULDOLVW VRFLRORJ\ PLJKW ILQG WKHPVHOYHV FORVHO\
DVVRFLDWHG ZLWK PHWKRGV RI LQYHVWLJDWLRQ WKDW DGGUHVV UHDOLW\ DV DQ LQVWLWXWLRQDO
FRQVWUXFWLRQ� :KHQ ZH WDNH VHULRXVO\ WKH DFWLRQV RI VRFLDO DFWRUV� ZH DOVR QHHG WR
FRQVLGHU WKH HPRWLRQDO DQG VHQVLEOH GLPHQVLRQV RI H[SHULHQFH� LQ WKH IRUP RI
6SLQR]DކV VDG DQG KDSS\ SDVVLRQV RU %ROWDQVNLކV GHVLUHV� DQG DOVR WR WKLQN DERXW
WKH ZD\V DFWRUV WKHPVHOYHV UDWLRQDOL]H WKHP� 7KLV EULQJV PDWHULDOLVW VRFLRORJ\ RQ
WKH VDPH VLGH DV SKHQRPHQRORJ\� 7KLV LV D UHODWLRQVKLS WKDW ZRXOG UHTXLUH D
JUHDWHU GHDO RI H[SODQDWLRQ WKDQ WR WKH RQH ZH FDQ SURSRVH ZLWKLQ WKH OLPLWV RI WKH
SUHVHQW SDSHU� HVSHFLDOO\ JLYHQ VRFLRORJ\ކV RWKHU WDVN ZKLFK FRQVLVWV LQ UHYHDOLQJ
FRQQHFWLRQV EHWZHHQ GLIIHUHQW H[SHULHQFHV DQG VLWXDWLRQV� 7KXV� ZH LQYLWH D GHEDWH
RQ�PHWKRGRORJLFDO�UHQHZDO�LQ�VRFLRORJLFDO�UHVHDUFK�DV�SUD[LV�

�� %RXUGLHX� 3�� 'LVWLQFWLRQ� WUDQVO� 5LFKDUG 1LFH� /RQGRQ� 5RXWOHGJH DQG .HJDQ 3DXO� ���� >����@� SS�
����HW���ࡨ���

�� 2XU�QRWHࡨ��

�� 2XU�QRWHࡨ��

�� %RXUGLHX��������VXSUD�QRWH����SSࡨ�����ހ�����

�� +RUNKHLPHU� 0�� $GRUQR� 7� :�� 'LDOHFWLF RI (QOLJKWHQPHQW� WUDQVO� -RKQ &XPPLQJ� /RQGRQ� $OOHQ
/DQH�������>����@��Sࡨ�������

�� 7KH VWDUW RI WKH QH[W VHQWHQFH IRXQG LQ :DFTXDQWކV WUDQVODWLRQ� ZKLFK EHJLQV ZLWK KDW:މ KH SXW
XQGHU WKH WHUP RI �ކUHFRJQLWLRQޅ WKHQ� LV WKH VHW RI IXQGDPHQWDO ފޓ KDV EHHQ RPLWWHG KHUH EHFDXVH LW
LV QRW SUHVHQW LQ WKH )UHQFK RULJLQDO� DSSHOOHކ-މ P«FRQQDLVVDQFH OH IDLW GH UHFRQQD°WUH XQH YLROHQFH
TXL VކH[HUFH SU«FLV«PHQW GDQV OD PHVXUH R» RQ OD P«FRQQD°W FRPPH YLROHQFH� FކHVW OH IDLW GކDFFHSWHU
FHW HQVHPEOH GH SU«VXSSRV«V IRQGDPHQWDX[ �ފޓ %RXUGLHX� 3�� :DFTXDQW� /�� $Q ,QYLWDWLRQ WR
5HIOH[LYH�6RFLRORJ\���WUDQVO��/R±F�:DFTXDQW��&DPEULGJH��3ROLW\�3UHVV��������Sࡨ�������

�� ,ELG���Sࡨ�������
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�� %RXUGLHX� 3�� &KDPERUHGRQ� -��&�� 3DVVHURQ� -��&�� 7KH &UDIW RI 6RFLRORJ\� WUDQVO� 5LFKDUG 1LFH�
%HUOLQ��GH�*UX\WHU��������Sࡨ������

�� 0DUFXVH��+���2QH�'LPHQVLRQDO�0DQ��/RQGRQ��5RXWOHGJH�������>����@��SSࡨ���ހ���

��� ,ELG���Sࡨ������

��� %RXUGLHX� 3�� 7KH ORJLF RI SUDFWLFH� WUDQVO� 5LFKDUG 1LFH� &DPEULGJH� 3ROLW\ 3UHVV� ���� >����@� S�
ࡨ����

��� ,ELG���Sࡨ�������

��� %RXUGLHX��:DFTXDQW��������VHH�VXSUD�QRWH����SS����ࡨ����ހ

��� %RXUGLHX� 3�� 3DVFDOLDQ PHGLWDWLRQV� WUDQVO� 5LFKDUG 1LFH� &DPEULGJH� 3ROLW\ 3UHVV� ���� >����@� S�
ࡨ�����

��� %RXUGLHX� 3�� �ފ8QGHUVWDQGLQJމ LQ 3� %RXUGLHX �HG�� 7KH :HLJKW RI WKH :RUOG� WUDQVO� 3ULVFLOOD
3DUNKXUVW )HUJXVRQ� 6XVDQ (PDQXHO� -RH -RKQVRQ DQG 6KRJJ\ 7� :DU\Q� &DPEULGJH� 3ROLW\ 3UHVV�
�����>����@��Sࡨ�������

��� ,GHPࡨ��

��� /DWRXU� %�� UHQFK(މ 3UHIDFH RI 6FLHQFH LQ DFWLRQފ LQ /D VFLHQFH HQ DFWLRQ� WUDQVO� 0LFKHO %LH]XQVNL�
3DULV��*DOOLPDUG��������Sࡨ������

��� :LWWJHQVWHLQ��/���7UDFWDWXV�/RJLFR�3KLORVRSKLFXV��/RQGRQ��.DJDQ�3DXO�����ࡨ���

��� %ROWDQVNL� /�� 2Q FULWLTXH� $ VRFLRORJ\ RI HPDQFLSDWLRQ� WUDQVO� *UHJRU\ (OOLRWW� &DPEULGJH� 3ROLW\
3UHVV�������>����@��S���ࡨ��

��� %ROWDQVNL� /�� 7KH )RHWDO &RQGLWLRQ� D 6RFLRORJ\ RI (QJHQGHULQJ DQG $ERUWLRQ� WUDQVO� &DWKHULQH
3RUWHU��&DPEULGJH��3ROLW\�3UHVV�������>����@ࡨ��

��� %ROWDQVNL��������VHH�VXSUD�QRWH�����Sࡨ������

��� %ROWDQVNL� /�� �QLJPHV HW FRPSORWV � 8QH HQTX¬WH ¢ SURSRV GކHQTX¬WHV� 3DULV� *DOOLPDUG� ����� S�
�����2XU�WUDQVODWLRQࡨ��

��� %ROWDQVNL��������VHH�VXSUD�QRWH�����Sࡨ������

��� ,ELG���Sࡨ������

��� ,ELG���SSࡨ�����ހ�����

��� ,ELG���Sࡨ�������

��� +RQQHWK� $�� /D VRFL«W« GX P«SULV� 9HUV XQH QRXYHOOH 7K«RULH FULWLTXH� 3DULV� /D '«FRXYHUWH� �����
SSࡨ����ހ����

��� %ROWDQVNL��������VHH�VXSUD�QRWH�����Sࡨ������

��� ,ELG���Sࡨ������

��� %ROWDQVNL� /�� 7K«YHQRW� /�� 2Q -XVWLILFDWLRQ� (FRQRPLHV RI :RUWK� WUDQVO� &DWKHULQH 3RUWHU� 3ULQFHWRQ
DQG�2[IRUG��3ULQFHWRQ�8QLYHUVLW\�3UHVV�������>����@��SS�����HWࡨ������

��� *UHJRU\ (OOLRWW WUDQVODWHV WKH )UHQFK VHމ WLHQWފ DV KROGVމ WRJHWKHUފ LQ 2Q -XVWLILFDWLRQ� %XW KH
WUDQVODWHV WKH VDPH )UHQFK H[SUHVVLRQ DV KDQJVމ WRJHWKHUފ LQ 2Q &ULWLTXH� :H ZLOO MXVW XVH KDQJVމ
WRJHWKHUࡨ��ފ

��� %ROWDQVNL��������VHH�VXSUD�QRWH�����Sࡨ������

��� ,ELGࡨ��

��� ,ELG���Sࡨ�������

��� ,GHPࡨ��
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��� ,ELG���Sࡨ������

��� ,ELGࡨ��

��� *XJJHQKHLP� 0�� 3RWWKDVW� -�� PHWULFDO\6މ 7ZLQV� 2Q WKH 5HODWLRQVKLS EHWZHHQ $FWRU�1HWZRUN 7KHRU\
DQG WKH 6RFLRORJ\ RI &ULWLFDO &DSDFLWLHVފ� (XURSHDQ -RXUQDO RI 6RFLDO 7KHRU\� ����� YRO� ��� Qr�� SS�
ࡨ�����ހ���

��� ,W LV JHQHUDOO\ UHFRJQL]HG WKDW $17 ZDV ERUQ LQ D ZHOO�NQRZQ DUWLFOH RQ WKH FRQVWLWXWLRQ RI VFLHQWLILF
XQGHUVWDQGLQJ E\ VFDOORS ILVKHUPHQ E\ 0LFKHO &DOORQ� m �O«PHQWV SRXU XQH VRFLRORJLH GH OD
WUDGXFWLRQ � OD GRPHVWLFDWLRQ GHV FRTXLOOHV 6DLQW�-DFTXHV HW GHV PDULQV�S¬FKHXUV GDQV OD EDLH GH
6DLQW�%ULHXFކ/��ފDQQ«H�VRFLRORJLTXH��������YRO������SS�����ࡨ�����ހ

��� ,Q KHU WUDQVODWLRQ RI /DWRXUކV ZRUNV� &DWKHULQH 3RUWHU WUDQVODWHV WKH )UHQFK ZRUG ފSUHXYH»މ DV WULDO�
,Q KHU WUDQVODWLRQ RI %ROWDQVNLކV ZRUNV� *UHJRU\ (OLRWW WUDQVODWHV ފSUHXYH»މ DV �ފWHVWމ :H KDYH
GHFLGHG�WR�NHHS�WKLV�WUDQVODWLRQࡨ��

��� /DWRXU� %�� $Q LQTXLU\ LQWR 0RGHV RI ([LVWHQFHV� $Q $QWKURSRORJ\ RI WKH 0RGHUQV� WUDQVO� &DWKHULQH
3RUWHU� +DUYDUG� +DUYDUG 8QLYHUVLW\ 3UHVV� ���� >����@� S� ��� ,Q KHU WUDQVODWLRQ RI /DWRXUކV ZRUNV�
&DWKHULQH 3RUWHU WUDQVODWHV WKH )UHQFK ZRUG ފSUHXYH»މ DV �ފWULDOމ ,Q KHU WUDQVODWLRQ RI %ROWDQVNLކV
ZRUNV��*UHJRU\�(OLRWW�WUDQVODWHVމ�«SUHXYHފ�DVމ�WHVWފ��:H�KDYH�GHFLGHG�WR�NHHS�WKLV�WUDQVODWLRQࡨ��

��� /DWRXU� %�� 5HDVVHPEOLQJ WKH 6RFLDO� $Q LQWURGXFWLRQ WR $FWRU�1HWZRUN�7KHRU\� 2[IRUG� 2[IRUG
8QLYHUVLW\ 3UHVV� ����� S� ���� Gކ,މ VD\ WKDW LI \RXU GHVFULSWLRQ QHHGV DQ H[SODQDWLRQ� LWކV QRW D JRRG
GHVFULSWLRQ� 7KDWކV DOO� 2QO\ EDG GHVFULSWLRQV QHHG DQ H[SODQDWLRQ� ,WކV TXLWH VLPSOH UHDOO\� :KDW LV
PHDQW E\ D VRFLDOޅ H[SODQDWLRQކ PRVW RI WKH WLPH" $GGLQJ DQRWKHU DFWRU WR SURYLGH WKRVH DOUHDG\
GHVFULEHG ZLWK WKH HQHUJ\ QHFHVVDU\ WR DFW� %XW LI \RX KDYH WR DGG RQH� WKHQ WKH QHWZRUN ZDV QRW
FRPSOHWH� $QG LI WKH DFWRUV DOUHDG\ DVVHPEOHG GR QRW KDYH HQRXJK HQHUJ\ WR DFW� WKHQ WKH\ DUH QRW
�ފ�EXW�PHUH�LQWHUPHGLDULHV��GRSHV��SXSSHWVކDFWRUVޅ�LELG���S������ࡨ��

��� /DWRXU� %�� )DFLQJ *DLD� (LJKW /HFWXUHV RQ WKH 1HZ &OLPDWH 5HJLPH� &DPEULGJH� 3ROLW\ 3UHVV� �����
S������DQG�Sࡨ�������

��� /DWRXU��������VHH�VXSUD�QRWH�����SSࡨ�����ހ�����

��� ,ELG�� S� ���� 6HH DOVR /DWRXU� %�� \K:މ +DV &ULWLTXH 5XQ RXW RI 6WHDP" )URP 0DWWHUV RI )DFW WR
0DWWHUVފ��&ULWLFDO�,QTXLU\��������YRO������Qr����SSࡨ�����ހ�����

��� %ROWDQVNL��������VHH�VXSUD�QRWH���ࡨ��

��� 6HH )UªUH� %�� -DFTXHPDLQ� 0� �HGV��� (YHU\GD\ 5HVLVWDQFH� )UHQFK $FWLYLVP LQ WKH ��VW &HQWXU\�
/RQGRQ��3DOJUDYH������ࡨ��

��� /DDFKHU� 6�� m �WDWކ/ HW OHV V\VWªPHV Gކ«FKDQJHV ORFDX[ �6(/�� 7HQVLRQV HW LQWHQWLRQV ¢ SURSRV GHV
QRWLRQV GH VROLGDULW« HW GކLQW«U¬W J«Q«UDO }� 3ROLWL[� 5HYXH GHV VFLHQFHV VRFLDOHV GX SROLWLTXH� �����
YRO������Qr�����SSހ��������ࡨ��

��� )UªUH� %�� �WUDSRODWLRQ])މ 3KHQRPHQRORJ\� VRFLRORJ\ RI FULWLTXH DQG VWDWV RI PLQG LQ WKH VROLGDULW\
HFRQRP\��6ފRFLRORJLFD�GHO�/DYRUR��������Qr����WR�EH�SXEOLVKHGࡨ��

��� )RU�LQVWDQFH�WKH�$0$3�LQ�)UDQFH��$VVRFLDWLRQ�SRXU�OH�0DLQWLHQ�GH�Oކ$JULFXOWXUH�3D\VDQQH�ࡨ��

��� ,VUDO��/���/ކDUPH�GX�GURLW��3DULV��3UHVVHV�GH�6FLHQFHV3R������ࡨ��

��� ,ELG���SSࡨ����ހ����

��� )UªUH��%���/DYLOOH��-��/���5HSHQVHU�Oކ«PDQFLSDWLRQ��WR�EH�SXEOLVKHG�LQࡨ�������

��� %ROWDQVNL� /�� /RYH DQG -XVWLFH DV &RPSHWHQFHV� WUDQVO� &DWKHULQH 3RUWHU� &DPEULGJH� 3ROLW\ 3UHVV�
�����>���ࡨ��@�

��� %ROWDQVNL��������VHH�VXSUD�QRWH���ࡨ��

��� 2XU�WUDQVODWLRQ�RI�WKH�RULJLQDOމ�PRQW«H�HQ�J«Q«UDOLW«ࡨ��ފ

��� /DYLOOH��-��/���3ROLWLTXH�GH�OކDVVRFLDWLRQ��3DULV��6HXLOࡨ��������

��� %ROWDQVNL��������VHH�VXSUD�QRWHࡨ�����
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��� ,ELG���SSࡨ����ހ����

��� +HUH� WKH QRWLRQ RI WHVW� D FHQWUDO FRQFHSW LQ SUDJPDWLF VRFLRORJ\� VKRXOG EH H[SODLQHG� ,W KDV QRWDEO\
EHHQ GHILQHG E\ /XF %ROWDQVNL DQG /DXUHQW 7K«YHQRW LQ 2Q -XVWLILFDWLRQ DQG GHYHORSHG E\ WKH IRUPHU
LQ 1HZ 6SLULW RI &DSLWDOLVP �ZLWK (YH &KLDSHOOR�� 7KH WHVW UHIHUV WR VLWXDWLRQV RI VRFLDO OLIH ZKHUH
EHLQJV� SLWWLQJ WKHPVHOYHV DJDLQVW HDFK RWKHU� GHPRQVWUDWH WKHLU FRPSHWHQFH� 7KH WHVW LV D
MXGJHPHQW RQ SHRSOHކV VWDWXV� $V ZH ZLOO VHH ODWHU� FULWLTXH� E\ XQYHLOLQJ WKH DFWLRQ RI KLGGHQ IRUFHV�
FRQVWLWXWHV D WHVW WR WKH H[WHQW WKDW LW TXHVWLRQV DQ H[LVWLQJ RUGHU� WKDW LV WR VD\� WKH VWDWXV RI SHRSOH
LQ D JLYHQ VLWXDWLRQ� %ROWDQVNL� /�� &KLDSHOOR� (�� 7KH QHZ VSLULW RI FDSLWDOLVP� WUDQVO� *UHJRU\ (OOLRWW�
/RQGRQ� 1HZ <RUN� 9HUVR� ���� >����@� SS� ���ހ�� 7KH PDLQWHQDQFH RI WKLV RUGHU UHVWV RQ WKH
DVVHUWLRQ RI D FRPPRQ JRRG� ,Q WKH VLWXDWLRQV WKDW ZH KDYH FRQVLGHUHG DERYH WKH FRPPRQ JRRG
ZRXOG EH WKH RUGHU RI WKH 0DUNHW� 7KH WHVW ZRXOG DVN WKH IROORZLQJ� LQ ZKDW FLUFXPVWDQFHV GR ZH
KDYH WKH ULJKW WR HQULFK RXUVHOYHV OHJLWLPDWHO\ LQ D FDSLWDOLVW PDUNHW" ,Q WKH RUGHU RI SUHVWLJH� ZKR LV
DFFUHGLWHG WR FRQIHU GLSORPDV LQ D JUDGXDWLRQ FHUHPRQ\" 7KH VHPLQDU ZRXOG EH SDUW RI WKH LQGXVWULDO
RUGHU LQ ZKLFK WKH IROORZLQJ TXHVWLRQ FRXOG EH SRVHG� ZKLFK FRQGLWLRQV PXVW D VHPLQDU OHJLWLPDWHO\
PHHW LQ RUGHU WR EH HIILFLHQW� IXQFWLRQDO DQG UHOLDEOH DQG ZKLFK FRQGLWLRQV PXVW WKH SUHVHQW SHRSOH
PHHW LQ RUGHU WR EH FRQVLGHUHG FRPSHWHQW DQG UHVSRQVLEOH" 2Q WKDW WRSLF� VHH %ROWDQVNL� 7K«YHQRW�
����� VXSUD QRWH ��� SS� ����ހ�� 7KH LPSOHPHQWDWLRQ RI D WHVW LV VXSSRUWHG E\ REMHFWV ZKLFK FDQ EH
XVHG E\ SHRSOH ZKHQ WKH\ SXW WKHPVHOYHV DJDLQVW HDFK RWKHU� ,Q RXU H[DPSOHV� LW PD\ EH WKH
SURIHVVRUVކ JRZQV� WKH UHG FDUSHW� WKH 3RZHU3RLQW SURMHFWRU� WKH FRQWUDFW RI HPSOR\PHQW RU WKH
VDIHW\ KHOPHWV� HWF� )RU WKH VLWXDWLRQ WR EH MXGJHG DV EHLQJ IRU WKH FRPPRQ JRRG DQG DV QDWXUDO �WKDW
LV IRU LW WR KDQJ WRJHWKHU�� HDFK EHLQJ �SHUVRQ RU WKLQJ� PXVW DFFHSW LW� LELG� S� ��� ,Q WKLV ZD\� IRU
H[DPSOH� WKH \VDIHWމ KHOPHWފ FRXOG QRW EH PRELOL]HG E\ D SURIHVVRU GXULQJ WKH JUDGXDWLRQ FHUHPRQ\
DOWKRXJK LW FRXOG EH PRELOL]HG E\ WKH HQWUHSUHQHXU ZKR ZDQWV WR VKRZ WKDW KH GRHV QRW ZDQW WR
HQULFK�KLPVHOI�DW�WKH�H[SHQVH�RI�WKH�KHDOWK�DQG�VDIHW\�RI�KLV�ZRUNIRUFHࡨ��

��� %ROWDQVNL��������VHH�VXSUD�QRWH�����Sࡨ������

��� ,ELG���Sࡨ������

��� ,ELG� DQG %ROWDQVNL� /�� 5HQGUH OD U«DOLW« LQDFFHSWDEOH� 3DULV� 'HPRSROLV� ����� 6HH DOVR PRUH
UHFHQWO\ %ROWDQVNL� /�� m 6LWXDWLRQ GH OD FULWLTXH }� LQ )UªUH� %� �HG��� /H WRXUQDQW GH OD WK«RULH
FULWLTXH���3DULV��'HVFO«H�GH�%URXZHU��������SS�����ࡨ�����ހ

��� &DVWRULDGLV� &�� �QGLYLGXDO,މ 6RFLHW\� 5DWLRQDOLW\� +LVWRU\ފ� WUDQVO� 'DYLG $PHV &XUWLV� 7KHVLV (OHYHQ�
������YRO������SS����ࡨ����ހ

��� 2XU�QRWHࡨ��

��� /DWRXU� %�� 5HMRLFLQJ� 2U 7RUPHQWV RI 5HOLJLRXV 6SHHFK� WUDQVO� -XOLH 5RVH� &DPEULGJH� 3ROLW\ 3UHVV�
�����>����@��SSࡨ�����ހ�����

��� ,ELG���Sࡨ�������

��� ,ELG�� S� ���� &XULRXVO\� WKH RULJLQDO )UHQFK U«YROXWLRQމ DEVROXHފ LQ /DWRXU� %�� -XELOHU� RX OHV
WRXUPHQWV GH OD SHQV«H UHOLJLHXVH� 3DULV� /D '«FRXYHUWH� ���� LV WUDQVODWHG DV ފUHOLJLRQމ LQ WKH
(QJOLVK WUDQVODWLRQ� :H NHHS KHUH WKH RULJLQDO VHQVH RI WKH TXRWDWLRQ E\ WUDQVODWLQJ DV DEVROXWHމ
UHYROXWLRQࡨ��ފ

��� 0LOOV��&��:���7KH�6RFLRORJLFDO�,PDJLQDWLRQ��/RQGRQ��2[IRUG�8QLYHUVLW\�3UHVV������ࡨ��
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