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��� 7+(0$7,&�&$6(�678',(6
7KH�PDLQ� ILQGLQJV� RI� WKH� VXUYH\V� XQGHUWDNHQ� IRU� WKH� WKUHH� WKHPDWLF� FDVH� VWXGLHV� �� 7RXULQJ7KHDWUH�&RPSDQLHV��5HFRUG� /DEHOV� DQG�*DOOHULHV� �� DUH� VXPPDULVHG� EHORZ�� � 7KH� HFRQRPLFLPSDFWV�RI� WKH� WKUHH� VHFWRUV� DUH� LQFOXGHG� LQ� WKH� DQDO\VLV� LQ�6HFWLRQV��� DQG� �� RI� WKLV� UHSRUW�ZKLOH� WKH� YROXQWDU\� HOHPHQW� LGHQWLILHG� WKURXJK� VXUYH\� LV� LQFRUSRUDWHG� LQ� WKH� DQDO\VLV� LQ6HFWLRQ�����$OVR��DOO�WKUHH�VHFWRUV�FRQWULEXWH�WR�FXOWXUDO�WRXULVP�LQ�WKH�+LJKODQGV�DQG�,VODQGV�HVSHFLDOO\�JDOOHULHV��DQG�HYLGHQFH�IURP�WKH�VXUYH\V�DOVR�LQIRUPV�RXU�FRQVLGHUDWLRQ�RI�WKH�UROHRI�WKH�DUWV�LQ�FXOWXUDO�WRXULVP�LQ�6HFWLRQ������7KH�LQWHUYLHZV�IRU�WKH�FDVH�VWXGLHV�ZHUH�KHOG�ODWH�����HDUO\������
��� 3URIHVVLRQDO�7RXULQJ�7KHDWUH�&RPSDQLHV
2YHU�WKH�SDVW�GHFDGH�� WKHUH�KDV�EHHQ�D�VXEVWDQWLDO� LQFUHDVH� LQ� WKH�QXPEHU�RI�+LJKODQGV�DQG,VODQGV�EDVHG�WRXULQJ�WKHDWUH�FRPSDQLHV���)URP�D�EDVHOLQH�RI�RQO\�RQH�LQ�������ZH�WDONHG�WR���FRPSDQLHV�ZKR�ZHUH�OLVWHG�E\�+,�$UWV�LQ�$XWXPQ������DV�WRXULQJ�WKHDWUH�FRPSDQLHV���2IWKH�����IRXU�GLG�QRW�WRXU�LQ�WKH�PRVW�UHFHQW�ILQDQFLDO�\HDU��RI�ZKLFK�WKUHH�DUH�QR�ORQJHU�WRXULQJDW�DOO��DV�WKHUH�LV�D�FULWLFDO�UHOLDQFH�RQ�SURMHFW�IXQGLQJ���$OO�RI�WKH�UHVW�UHSRUW�VXEVWDQWLDO�DQGFRQWLQXLQJ� GLIILFXOWLHV� LQ� IXQGLQJ� DUWLVWLF� GHYHORSPHQW� DQG� JURZWK�� DQG� IRU� PRVW� LW� LV� DVWUXJJOH�VLPSO\�WR�NHHS�JRLQJ�
7KH�OLVW�VXSSOLHG�E\�+,�$UWV�LQFOXGHG�WKH�IROORZLQJ�

7RVJ�7KHDWUH�&RPSDQ\6WUD\�7KHDWUH�&RPSDQ\$Q�W�6LUHDGK�(X�&RPDVDFK7DUWDQ�&KDPHOHRQ,QYLVLEOH�%RXQFHUV��QR�ORQJHU�RSHUDWLQJ�0XOO�7KHDWUH$UWV�LQ�0RWLRQ7KHDWUH�+LJKODQG3RLQWEODQN�'DQFH�7KHDWUH��QR�ORQJHU�RSHUDWLQJ�0RYLQJ�$UWV��QRW�GRLQJ�WRXULQJ�WKHDWUH�WKHDWUHFROOHFWLYH#KLJKODQG��+LJKODQG�)HVWLYDO�*UH\�&RDVW�7KHDWUH�&RPSDQ\6ZHHW�0LON�7KHDWUH7KH�&ROOHFWRUV6NHNOHUV�7KHDWUH�&RPSDQ\��GLG�QRW�WRXU�ODVW�\HDU�
2YHU� WKH�FRXUVH�RI� WKH�\HDU�� WZHOYH�+LJKODQGV�DQG� ,VODQGV�EDVHG� WRXULQJ� WKHDWUH� FRPSDQLHVSHUIRUPHG�RQ�D� WRWDO�RI�����RFFDVLRQV LQ�XSZDUGV�RI����GLIIHUHQW�YHQXHV WKURXJKRXW� WKH+LJKODQGV�DQG�,VODQGV���9HQXHV�FRYHUHG�WKH�PDLQ�SRSXODWLRQ�FHQWUHV��ZLWK�VHYHUDO�FRPSDQLHVDOVR� SHUIRUPLQJ� LQ� WKH� PRUH� UHPRWH� DUHDV�� DQG� LQFOXGHG�� $FKLOWLEXLH�� $SSLQ�� $UGULVKDLJ�$UGURVV��$XOWEHD��%DUUD��%HQEHFXOD��%HWW\KLOO��%RZPRUH��&ROO��&RORQVD\��&RQQHO��'DOPDOO\�'HUYDLJ�� 'XQRRQ�� (DVGDOH�� )LQGKRUQ�� )RUW� :LOOLDP�� +DUULV�� ,QYHUJRUGRQ�� ,QYHUQHVV� �(GHQ&RXUW� DQG� WKH� 7RZQ� +RXVH��� .LUNZDOO�� /\WK�� /RFKFDUURQ�� /RFKLQYHU�� 1DLUQ�� 1HWK\EULGJH�1RUWK�8LVW��2EDQ�� 3ORFNWRQ�� 3RUW� (OOHQ�� 3RUWUHH�� 6OHDW�� 6RXWK�8LVW�� 6WRUQRZD\�� 6WUDWKHULFN�7DLQ��7D\QXLOW��7KXUVR��7LUHH�DQG�8OODSRRO�
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:KLOH�DOORZLQJ�IRU�WKH�SRVVLELOLW\�RI�VRPH�XQGHU�UHSRUWLQJ�RI�YHQXHV��LW�LV�QHYHUWKHOHVV�FOHDUWKDW�WKH�ZHVW�FRDVW�DQG�LVODQGV�DUH�EHWWHU�VHUYHG�WKDQ�WKH�HDVW�FRDVW�DQG�WKH�QRUWKHUQ�LVOHV��ZLWKDQ�DSSDUHQW�GHDUWK�RI�SHUIRUPDQFHV�LQ�WKH�0RUD\��%DGHQRFK�DQG�6WUDWKVSH\�DUHD���7KH�ODFN�RIORFDO�SURPRWHUV�LV�WKH�PDLQ�IDFWRU�LQ�H[SODLQLQJ�JHRJUDSKLFDO�JDSV���6RPH�RI�WKLV�GLVSDULW\�FDQDOVR� EH� OLQNHG� WR� WKH� JHRJUDSKLFDO� EDVH� RI� WKH� ODUJHU� WRXULQJ� FRPSDQLHV� DQG� VRPH� WR� WKHVSHFLDOLVPV�RI� WZR�RI� WKH�FRPSDQLHV�� �7ZR�RI� WKH�PDMRU�FRPSDQLHV�DUH�EDVHG�RQ�6N\H�DQG0XOO� DQG� RQH� RI� WKH� PHGLXP�VL]HG� FRPSDQLHV� LV� EDVHG� LQ� $UJ\OO�� � 2QH� PDMRU� FRPSDQ\VSHFLDOLVHV�LQ�*DHOLF�WKHDWUH�DQG��FOHDUO\��WKH�PDUNHW�IRU�WKLV�LV�JUHDWHU�LQ�WKH�:HVW���$�VHFRQG�VPDOOHU��FRPSDQ\�VSHFLDOLVHV�LQ�WKH�KLVWRU\�DQG�FXOWXUH�RI�WKH�:HVW�+LJKODQGV�DQG�,VODQGV�DQGWKLV��WRR��ZLOO�WHQG�WRZDUGV�PRUH�SHUIRUPDQFH�LQ�WKH�:HVW�WKDQ�WKH�(DVW�
7KH�OLVW�SURYLGHG�E\�+,�$UWV�GLG�QRW� LQFOXGH�DQ\�WRXULQJ�WKHDWUH�FRPSDQLHV�EDVHG� LQ�0RUD\%DGHQRFK�DQG�6WUDWKVSH\��DOWKRXJK�2XW�RI�WKH�'DUNQHVV�7KHDWUH�&RPSDQ\��ZKLFK�LV�EDVHG�LQ(DVW�0RUD\x��LV�ZHOO�HVWDEOLVKHG��ZRUNLQJ�PDLQO\�LQ�VSHFLDO�QHHGV�DUHDV����7KH�VROH�FRPSDQ\ZKLFK� LV� VSHFLILFDOO\� RULHQWHG� WRZDUGV� WKH� 1RUWKHUQ� ,VOHV�� 6NHNOHUV�� H[SHULHQFHG� IXQGLQJGLIILFXOWLHV�ZKLFK�SUHFOXGHG�WRXULQJ�LQ�WKH�\HDU�FRYHUHG�E\�RXU�VWXG\�
7KHUH�ZDV� D� WRWDO� DXGLHQFH� DWWHQGDQFH� RI� ������ GXULQJ� WKH� FRXUVH� RI� WKHVH� WRXUV�� DQG�DIXUWKHU����HYHQWV�QRW�OLQNHG�WR�WRXULQJ VSUHDG�RYHU�D�IXUWKHU�����SHUIRUPDQFH�GD\V DQGFDWHULQJ�IRU�D�IXUWKHU�������SDUWLFLSDQWV�� 7KHVH�HYHQWV�LQFOXGHG�ZRUNVKRSV��PDVWHUFODVVHV�VFKRRO� GUDPD� HYHQWV�� FRPPXQLW\� GUDPD� HYHQWV� DQG� UHDGLQJV� ZKLFK� ZHUH� QRW� SDUW� RI� WKHWRXULQJ�LWLQHUDU\�
,Q�WRWDO�� WKH�VHFWRU�ZDV�ZRUWK��������� LQ� WKH�ODVW�ILQDQFLDO�\HDU�� �2I�WKDW�VXP��RQO\�������UHODWHG�WR�0LOOHQQLXP�HYHQWV�ZKLFK�ZRXOG�QRW�RWKHUZLVH�KDYH�WDNHQ�SODFH�
7RWDO� ER[� RIILFH� LQFRPH IURP�+LJKODQGV� DQG� ,VODQGV� EDVHG� HYHQWV ZDV� ��������� � 7KHSHUFHQWDJH� RI� WKLV� ILJXUH�ZKLFK�ZDV� GHULYHG� IURP� WRXULVW� YLVLWRUV� YDULHG�ZLGHO\�� � )RU� VRPHFRPSDQLHV��ZKR�ZHUH�WRXULQJ�RXWZLWK�WKH�WRXULVW�VHDVRQ��LW�ZDV�FOHDU�WKDW�WKLV�SHUFHQWDJH�ZDVYHU\� ORZ� LQGHHG� �� EHORZ� ���� � ,Q� FRQWUDVW�� RQH� FRPSDQ\� JDYH� D� ILJXUH� RI� ���� IRU� WKHSURSRUWLRQ�RI�LWV�+LJKODQGV�DQG�,VODQGV�ER[�RIILFH�WDNLQJV�ZKLFK�FDPH�IURP�WRXULVW�YLVLWRUV�7KH�DYHUDJH�OHYHO��KRZHYHU��ZDV�DURXQG����
:RUN� ZLWK� VFKRROV� ZDV� D� PDMRU� DUHD� RI� ZRUN� IRU� VHYHUDO� RI� WKH� FRPSDQLHV�� LQFOXGLQJSHUIRUPDQFHV� LQ� VFKRROV� DQG� D� UDQJH� RI� ZRUNVKRSV� WDUJHWHG� DW� VFKRROV�� �:RUN� H[SHULHQFHSODFHPHQWV�ZHUH�DOVR�SURYLGHG�E\�VHYHUDO�FRPSDQLHV�
&RPPXQLW\�EDVHG�ZRUN�ZDV� DOVR� LPSRUWDQW� IRU� VHYHUDO� RI� WKH� FRPSDQLHV�� LQFOXGLQJ� WKHDWUHZRUNVKRSV� DQG� FRPPXQLW\�EDVHG� HYHQWV� WDNLQJ� SODFH� WKURXJKRXW� WKH� \HDU�� � 2QH� FRPSDQ\�VSHFLDOLVLQJ� LQ� OLYH� UROH�SOD\�� YLHZV� LWV�ZRUN� DV� EHLQJ� HQWLUHO\� EDVHG� DW� D� FRPPXQLW\� OHYHO�3DUWLFLSDWLRQ� LQ� VXFK� HYHQWV�� LW� ZDV� DUJXHG�� LQFUHDVHV� FRPPXQLW\� FRQILGHQFH� DQG� LV� D� NH\FRPSRQHQW�LQ�VRFLDO�LQFOXVLRQ�VWUDWHJLHV�
%R[� RIILFH� LQFRPH WHQGHG� WR� EH� VRPHZKDW� KLJKHU� IRU� HYHQWV� RXWZLWK� WKH�+LJKODQGV� DQG,VODQGV��DQG�WKH�WRWDO�KHUH�ZDV���������
x RXWZLWK�WKH�VWXG\�DUHD�
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7KH� +LJKODQG�QRQ�+LJKODQG� LQFRPH� GLVSDULW\� ZDV� PRUH� SURQRXQFHG� LQ� UHODWLRQ� WR� JUDQWV�VXEVLGLHV�DQG�JXDUDQWHHV�DJDLQVW�ORVVHV���$�WRWDO�RI����������ZDV�UHFHLYHG�IURP�RUJDQLVDWLRQVZLWKLQ�WKH�+LJKODQGV�DQG�,VODQGV��ZKLOH����������ZDV�DZDUGHG�E\�RUJDQLVDWLRQV�RXWZLWK�WKHDUHD� �LQFOXGLQJ� WKH�6$&��� WKH� ODWWHU� UHSUHVHQWLQJ� ����RI� WKLV� WRWDO� SXEOLF� VHFWRU� VXSSRUW� RI���������� �7KLV� UHOLDQFH� RQ� IXQGLQJ� IURP� RXWZLWK� WKH� DUHD� LV� VLJQLILFDQW� IRU� VHYHUDO� RI� WKHFRPSDQLHV���7KH\�H[SUHVVHG�FRQFHUQ�DERXW�KDYLQJ�WR�FRPSHWH�ZLWK�WKHDWUH�FRPSDQLHV�IXUWKHUVRXWK�ZKRVH�ILQDQFLDO�FRPPLWPHQWV�LQ�WRXULQJ��VD\��WKH�&HQWUDO�%HOW�DUH�IDU�OHVV�RQHURXV�WKDQWKH�ILQDQFLDO�FRPPLWPHQW�LQYROYHG�LQ�WRXULQJ�DQ�DUHD�OLNH�WKH�+LJKODQGV�DQG�,VODQGV�
2YHU� WKH� FRXUVH� RI� WKH� \HDU�� WKH� VHFWRU� SURYLGHG� VLJQLILFDQW� HPSOR\PHQW� WR� SHRSOH� IURP� DYDULHW\�RI�GLVFLSOLQHV��DFWRUV��PXVLFLDQV��GHVLJQHUV��GLUHFWRUV��ZULWHUV��DQG�WHFKQLFLDQV�DV�ZHOODV� DGPLQLVWUDWRUV� DQG� RWKHUV�ZRUNLQJ� LQ� DQFLOODU\� UROHV�� �$OWRJHWKHU������ LQGLYLGXDOV�ZHUHHPSOR\HG�LQ�SHUIRUPDQFH�ZRUN IRU�YDU\LQJ�SHULRGV�� UHVXOWLQJ� LQ�DQ�HTXLYDOHQW�RI���� IXOO�WLPH�MREV�� � ,Q�DQFLOODU\�RFFXSDWLRQV�� VXFK�DV�DGPLQLVWUDWLRQ��SURPRWLRQ�DQG�PDUNHWLQJ����LQGLYLGXDOV� ZHUH� HPSOR\HG� �� D� IXOO�WLPH� HTXLYDOHQFH� RI� ��� MREV�� � 7KXV�� LQ� WRWDO�� WKH+LJKODQGV�DQG�,VODQGV�EDVHG�WRXULQJ�WKHDWUH�FRPSDQLHV�SURYLGHG�D�WRWDO�RI����GLUHFW�IWH�MREV�
7KH� WRXULQJ� WKHDWUH� FRPSDQLHV� SDLG� VRPH� �������� WR� DFWRUV� EDVHG� LQ� WKH� +LJKODQGV� DQG,VODQGV�� DORQJ�ZLWK� �������� WR� GHVLJQHUV� EDVHG� LQ� WKH� DUHD�� �������� WR� GLUHFWRUV�� ������� WRPXVLFLDQV�DQG��������� WR� WHFKQLFDO� VHUYLFH�SURYLGHUV�� LQFOXGLQJ� VWDJH�PDQDJHUV�� VRXQG�DQGOLJKWLQJ�FUHZV���7KLV�WRWDOV����������
7KHUH�LV�D�FOHDU�YLHZ�WKDW� WKRVH�ZKR� WDNH� WKH�PDLQ�UHVSRQVLELOLW\� IRU�+LJKODQGV�DQG�,VODQGVEDVHG�WKHDWUH�FRPSDQLHV�GR�VR�DW�HQRUPRXV�SHUVRQDO�H[SHQVH���7KH�GHYHORSPHQW�RI�SURMHFWVWHQGV�WR�UHTXLUH�FRQVLGHUDEOH�XQSDLG�ZRUN�E\�WKH�SULQFLSDOV�RI�WKH�FRPSDQLHV��DQG�D�GHJUHH�RIYROXQWDU\�ZRUN� LV� DOVR� FRQWULEXWHG�E\�RWKHU�SHRSOH� LQ�SURPRWLQJ� DQG�KRVWLQJ� HYHQWV� DQG� LQSHUIRUPDQFHV�
0RVW�+LJKODQGV�DQG�,VODQGV�EDVHG�WRXULQJ�WKHDWUH�FRPSDQLHV�IDOO�LQWR�WKH�QRW�IRU�SURILW�VHFWRUDQG� KDYH� ERDUGV� RI� GLUHFWRUV�� �$OWRJHWKHU�� ��� LQGLYLGXDOV�ZLWKLQ� WKH�+LJKODQGV� DQG� ,VODQGVVHUYH�RQ�VXFK�ERDUGV�
7RXULQJ� WKHDWUH� FRPSDQLHV�ZHUH� FRQVLVWHQW� LQ� WKHLU� YLHZ�RI� UHFHQW� WUHQGV�� �:KLOH� WKHUH� KDVEHHQ�DQ�LQFUHDVH�LQ�WRXULQJ�WKHDWUH�DFWLYLW\�IURP�ZLWKLQ�WKH�+LJKODQGV�DQG�,VODQGV��DQG�SHRSOHDUH�EHFRPLQJ�PRUH�DQG�PRUH�ZLOOLQJ� WR�DWWHQG�HYHQWV�� WKH� ILQDQFLDO� VLGH�KDV�QRW�NHSW�SDFH�2QH� RI� WKH� ODUJHU� FRPSDQLHV� VSRNH� RI� KDYLQJ� EHHQ� RQ� ³VWDQGVWLOO´� IXQGLQJ� IRU� WKH� SDVW� VL[\HDUV�DQG�\HW��DW�D�WLPH�RI�LQFUHDVLQJ�FRVWV��EHLQJ�DVNHG�WR�GR�PRUH�DQG�PRUH�ZRUN�HDFK�\HDU�
7KHUH� LV� D� VWURQJ� IHHOLQJ� ZLWKLQ� WKH� VHFWRU� WKDW� PRQH\� LV� EHFRPLQJ� KDUGHU� WR� DFFHVV� LQ� DFRPSHWLWLYH�PDUNHW�� � 7RXULQJ� LQ� WKH�+LJKODQGV� DQG� ,VODQGV��ZLWK� LQFUHDVLQJ� IXHO� DQG� RWKHUFRVWV��LV�EHFRPLQJ�PRUH�H[SHQVLYH���6HYHUDO�FRPSDQLHV�ZHUH�KLJKO\�FULWLFDO�RI�WKH�6$&�LQ�WKLVUHVSHFW�� GHVFULELQJ� WKH� RUJDQLVDWLRQ� DV� KDYLQJ� QR� DZDUHQHVV� RI� WKH� FRVWV� RI� WRXULQJ� LQ� WKH+LJKODQGV�DQG�,VODQGV���,Q�DGGLWLRQ��WKH�WKHDWUH�FRPSDQLHV�VD\�WKDW�WKHUH�KDV�EHHQ�DQ�LQFUHDVHLQ� WKH� OHYHOV� RI� EXUHDXFUDF\� DVVRFLDWHG� ZLWK� IXQGLQJ�� DQG� PRVW� IHHO� WKDW� WKH� HIIRUW� QRZUHTXLUHG� WR� DFFHVV� IXQGLQJ� LV� VR� WLPH�FRQVXPLQJ� WKDW� LW� LV� LQWHUIHULQJ� ZLWK� DUWLVWLFGHYHORSPHQW�DQG��LQ�PDQ\�FDVHV��WKH�GLUHFWRUV¶�IDPLO\�OLYHV�
5HFHQWO\�� WKH� +LJKODQG� 3URGXFHUV� )XQG� KDV� SURYLGHG� WKH� LQGLJHQRXV� VHFWRU� ZLWK� DQQXDOIXQGLQJ�WRWDOOLQJ�����������7KLV�IXQGLQJ�IURP�6$&�DQG�+,(�LV�DGPLQLVWHUHG�E\�+,�$UWV�
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7KHUH� DUH� GLIIHULQJ� YLHZV� RQ� WKH� DSSURSULDWHQHVV� RI� IXQGLQJ�� DQG� WKH� FRPSDQLHV� WKDW� KDYHEHHQ� DZDUGHG� VLJQLILFDQW� OHYHOV� RI� IXQGLQJ�� LQHYLWDEO\�� WHQG� WR� EH� PRUH� VDWLVILHG� ZLWK� WKHFXUUHQW� DUUDQJHPHQWV� WKDQ� WKRVH� ZKR� KDYH� QRW�� � 1HYHUWKHOHVV�� WKHUH� DUH� VHYHUDO� FOHDUSUREOHPV�
x 1HZ�FRPSDQLHV�IHHO�GLVDGYDQWDJHG�LQ�UHODWLRQ�WR�6$&��WKRXJK�QRW�+,�$UWV��IXQGLQJ�DV�WKH\KDYH�QR�WUDFN�UHFRUG�RQ�ZKLFK�WR�EXLOG�
x 7KHUH�LV�D�YLHZ�WKDW�FXUUHQW�IXQGLQJ�DUUDQJHPHQWV�PDNH�PHDQLQJIXO�DUWLVWLF�GHYHORSPHQW�YHU\GLIILFXOW�LQGHHG�DQG�WKDW�IXQGLQJ�VWUXFWXUHV�WHQG�WR�HQFRXUDJH�FRQVHUYDWLVP�ZLWKLQ�WKH�VHFWRU�2QH�FRPSDQ\�ZKLFK�LV�RQ�WKH�FXWWLQJ�HGJH�RI�PXOWL�PHGLD�IHOW�WKDW� IXQGLQJ��FULWHULD�ZHUH�QRWNHHSLQJ�SDFH�ZLWK�WKH�QHHG�IRU�DUWLVWLF�LQQRYDWLRQ�DQG�DQRWKHU�IHOW�WKDW�WKHLU�VSHFLDOLVP��OLYHUROH�SOD\��ZDV�VLPSO\�QRW�UHJDUGHG�DV�³UHDO´�WKHDWUH�
x 7KHUH�ZDV� D� JHQHUDO� IHHOLQJ� WKDW�� DV� EXUHDXFUDF\� LQFUHDVHV��PRUH� DQG�PRUH� ERXQGDULHV� DUHEHLQJ�GUDZQ�ZLWKLQ�WKH�GUDPDWLF�DUWV���7KH�PRUH�FOHDUO\�RQH�ILWV�ZLWKLQ�D�SDUWLFXODU�³ER[´��WKHEHWWHU�RQH¶V�FKDQFH�RI�DFKLHYLQJ�D�IXQGLQJ�SDFNDJH���+RZHYHU��DV�ER[HV�DUH�GUDZQ�PRUH�DQGPRUH�WLJKWO\��WKH�VWUXFWXUHV�ZKLFK�KDYH�EHHQ�SXW�LQ�SODFH�DUH�EHFRPLQJ�LQFUHDVLQJO\�LQFDSDEOHRI�DFFRPPRGDWLQJ�LQQRYDWLYH�ZRUN��EHFDXVH�VXFK�ZRUN�QR�ORQJHU�ILWV�ZLWKLQ�WKH�UHFRJQLVHGER[HV�
x 4XLWH�DSDUW�IURP�IXQGLQJ��WKHDWUH�FRPSDQLHV�H[SHULHQFHG�FRQVLGHUDEOH�GLIILFXOWLHV�LQ�KDQGOLQJWKH� DGPLQLVWUDWLYH� ZRUN� DVVRFLDWHG� ZLWK� DUUDQJLQJ� DQG� SURPRWLQJ� WRXUV�� � 7KHUH� ZHUHQXPHURXV� WDOHV� RI� GHDOLQJV� ZLWK� VPDOO� KDOO� FRPPLWWHHV�� PHVVDJHV� QRW� UHWXUQHG�� ODFN� RIZLOOLQJQHVV� WR� SD\� DQ\� IHH� ZKDWVRHYHU�� DQ� H[SHFWDWLRQ� WKDW� JURXSV� ZLOO� SD\� DOO� WKHLU� RZQH[SHQVHV� DQG� VR� RQ�� � 6XFK� GLIILFXOWLHV� WDNH� XS� HQRUPRXV� WLPH� DQG� HQHUJ\�ZKLFK� FRXOG� EHPRUH�SURGXFWLYHO\�GLUHFWHG���7KHUH�LV�DOVR�FRQFHUQ�DERXW�RYHU�UHOLDQFH�RQ�YROXQWDU\�HIIRUW�IRUSURPRWLRQ���&RPSDQLHV�IHHO�WKH�QHHG�WR�SD\�D�FRPPHUFLDO�UDWH�WR�SURPRWHUV�LQ�RUGHU�WKDW�WKHZRUN�LV�FDUULHG�RXW�HIILFLHQWO\��EXW�FDQ¶W�DIIRUG�LW�� �7KH\�DUH�WKHUHIRUH�REOLJHG�WR�WU\�WR�ILQGYROXQWHHUV��ZKLFK�OHDGV�WR�YHU\�YDULDEOH�TXDOLW\�RI�SURPRWLRQDO�DFWLYLW\�

6RPH�RI�WKH�FRPSDQLHV�KDYH�QRZ�VWDUWHG�WR�FROODERUDWH�RQ�D�QXPEHU�RI�SURMHFWV�DQG�VHHP�WREH� ILQGLQJ� WKLV� DSSURDFK�� ZLWK� HDFK� FRPSDQ\� SOD\LQJ� WR� LWV� VWUHQJWKV�� ZRUWKZKLOH�� 7KUHHFRPSDQLHV�EHOLHYH�WKDW�WKHUH�LV�JUHDW�VFRSH�IRU�MRLQW�ZRUNLQJ�LQ�VHYHUDO�DUHDV��SDUWLFXODUO\�LQSURPRWLRQ��DGPLQLVWUDWLRQ�DQG�GHYHORSPHQW�RI�D�SK\VLFDO� UHVRXUFH�EDVH�� DQG� WKDW� WKLV�FRXOGUHGXFH� WKH� FRVWV� IRU� HDFK�� DOWKRXJK� WZR� RI� WKHVH� FRPSDQLHV� VDLG� WKDW� H[LVWLQJ� IXQGLQJVWUXFWXUHV� ZRUN� DJDLQVW� WKLV� W\SH� RI� DSSURDFK�� � *HQHUDOO\�� OLPLWHG� IXQGLQJ� DYDLODELOLW\� KDVSURGXFHG� D� YHU\� FRPSHWLWLYH� XQGHUFXUUHQW�� ZKLFK� KDV� WHQGHG� WR� KROG� EDFN� SURJUHVV� RQFROODERUDWLRQ�� DOWKRXJK� +,� $UWV� LV� DFWLYHO\� VHHNLQJ� WR� SURPRWH� FROODERUDWLRQ� EHWZHHQ� WKHFRPSDQLHV��ZKLFK�FDQ�RSHQ�XS�DGGLWLRQDO�IXQGLQJ�RSSRUWXQLWLHV�
1RQH� RI� WKH� WKHDWUH� FRPSDQLHV� DUH� FRQILGHQW� DERXW� WKH� IXWXUH�� � &RPPHQWV� DERXW� IXWXUHYLDELOLW\� UDQJHG� IURP� ³XQFHUWDLQ´� WKURXJK� ³WHQXRXV´� WR� WKH�PRUH� VWUDLJKWIRUZDUG� ³YLDELOLW\VXFNV´���&RPSDQLHV�VDZ�WKLV�DV�EHLQJ�GLUHFWO\�UHODWHG�WR�IXQGLQJ�FRQVWUDLQWV���7KH�PDUNHW�IRUWKHDWUH�ZDV�JURZLQJ��EXW� WKH�DYDLODEOH� IXQGLQJ�ZDV�QRW�� �2QH�FRPSDQ\� IHOW� WKDW� WKH�PDUNHWKDG� EHHQ� WRR� FURZGHG�� EXW� WKDW� WKH� ZKHDW� KDG� EHHQ� VHSDUDWHG� IURP� WKH� FKDII� DQG� WKDWUHVRXUFHV� VKRXOG�QRZ�EH� FRQFHQWUDWHG�RQ� WKH� WKUHH� ODUJHVW� FRPSDQLHV�� WKH�RQO\�RQHV�ZKLFKZHUH� WUXO\� YLDEOH�� �7KH� VPDOOHU� FRPSDQLHV�� RI� FRXUVH��ZRXOG� DUJXH� WKDW� DQ\� VXFK� DSSURDFKZRXOG�VWLIOH�GLYHUVLW\�DQG�WKHUHIRUH�DUWLVWLF�GHYHORSPHQW�
��� 5HFRUG�/DEHOV



��

7KH� QXPEHU� RI� UHFRUG� ODEHOV� EDVHG� LQ� WKH� +LJKODQGV� DQG� ,VODQGV� KDV� UDSLGO\� LQFUHDVHG� LQUHFHQW�\HDUV�� �2XU�VHDUFK�UHYHDOHG�WKLUW\��ZKLFK�LV�IHOW� WR�EH�D�VOLJKW�XQGHU�HVWLPDWLRQ�RI� WKHQXPEHUV�LQYROYHG���+RZHYHU��PRVW�RI� WKHVH�DUH�XVHG�VROHO\�IRU�VHOI�UHOHDVHV��ZKHUH�D�VLQJOHEDQG�RU�DUWLVW�UHOHDVHV�WKHLU�RZQ�UHFRUG�V��XQGHU�WKHLU�RZQ�ODEHO���$GYDQFHV�LQ�WHFKQRORJ\��DQGFRQFRPLWDQW�FRVW� UHGXFWLRQV�RYHU� WKH�SDVW� WHQ�\HDUV�KDYH�SOD\HG�D�PDMRU�SDUW� LQ� WKLV�� �6HOI�UHOHDVHV�DUH�RIWHQ�SURGXFHG�HLWKHU�DV� VDPSOHUV�� WR� LQWHUHVW� DQ�DJHQW��PDQDJHU�RU�PDLQVWUHDPUHFRUG�ODEHO�LQ�WKH�SURGXFW��RU�WR�SURGXFH�PHUFKDQGLVH�IRU�VHOOLQJ�DW�OLYH�SHUIRUPDQFHV���,W�LVQRW�XVXDO�IRU�VHOI�UHOHDVHV�WR�KDYH�D�VRSKLVWLFDWHG��RU�LQGHHG��DQ\��GLVWULEXWLRQ�QHWZRUN��RWKHUWKDQ� EHLQJ� RIIHUHG� IRU� VDOH� DW� WKH� DUWLVW¶V� SHUIRUPDQFH� HYHQWV�� � ,W� LV� QRZ� VLPSOH� DQG� FRVW�HIIHFWLYH� IRU� PXVLFLDQV� WR� DFTXLUH� WKH� UHOHYDQW� FRPSXWHU�EDVHG� PL[LQJ� DQG� PDVWHULQJHTXLSPHQW�WR�JLYH�WKHP�LQGHSHQGHQFH�IURP�FRPPHUFLDO�UHFRUGLQJ�DQG�ODEHO�IDFLOLWLHV�
:H�IRXQG�WHQ�UHFRUG�ODEHOV EDVHG�LQ�WKH�+LJKODQGV�DQG�,VODQGV�GHDOLQJ�ZLWK�EDQGV�DQG�DUWLVWVLQGHSHQGHQWO\�RI� WKHLU� SURSULHWRUV¶� RZQ�SHUIRUPDQFH� LQWHUHVWV�� DQG� WKH� VHFWRU� DSSHDUV� WR� EHH[SDQGLQJ���7ZR�ODEHOV��WKRXJK�FXUUHQWO\�ZRUNLQJ�RQ�D�VHOI�UHOHDVH�EDVLV��DUH�ZHOO�JHDUHG�XSWR� SURYLGLQJ� UHFRUG� ODEHO� VHUYLFHV� DQG� PD\� ZHOO� JR� LQ� WKLV� GLUHFWLRQ� LQ� WKH� IXWXUH�� � 2QHFRPSDQ\�ZKLFK�DOUHDG\�UXQV�WZR�ODEHOV�LQWHQGV�WR�GHYHORS�D�WKLUG�LQ�WKH�QHDU�IXWXUH���%HWZHHQWKHP� �� WKH� ��� ODEHOV� UHOHDVHG����DOEXPV LQ� WKH� \HDU� ����� ±� ������ KDYLQJ�ZRUNHG�ZLWK� ��EDQGV�RU�DUWLVWV��RI�ZKRP����ZHUH�EDVHG�LQ�WKH�+LJKODQGV�DQG�,VODQGV���$ERXW��������UHFRUGVZHUH�VROG�XQGHU�WKHVH����ODEHOV�GXULQJ�WKH�FRXUVH�RI�WKH�\HDU��DQ�DYHUDJH�RI�������SHU�DOEXP�,I� LW�DVVXPHG� WKDW� WKH�DYHUDJH�DOEXP�LV�SULFHG�DW����� �QHW�RI�9$7��� WKLV�ZRXOG�JLYH�D� WRWDOWXUQRYHU�RI����������IRU�WKH�\HDU�
:RUN�LQ�WKLV�ILHOG�WHQGV�WR�UHIOHFW�WKH�SURIRXQGO\�LQWHUZRYHQ�QDWXUH�RI�WKH�PXVLF�LQGXVWU\�DV�DZKROH���0RVW�RI�WKRVH�ZKR�VHHN�WR�PDNH�D�OLYLQJ�IURP�PXVLF�ZLOO�SXW� WRJHWKHU�D�QXPEHU�RIGLIIHUHQW� FRPSRQHQWV� WR�EXLOG� D� OLYHOLKRRG�� �7KRVH� UXQQLQJ� UHFRUG� ODEHOV� DUH� DOVR� YDULRXVO\LQYROYHG� LQ� SHUIRUPDQFH�� FRPSRVLWLRQ�VRQJ� ZULWLQJ�� SURGXFWLRQ�� SURYLVLRQ� RI� UHFRUGLQJIDFLOLWLHV�� SXEOLVKLQJ�� UHWDLOLQJ�� PXVLF� WHDFKLQJ�WXWRULQJ�� SURPRWLRQ�� GLVWULEXWLRQ�� VRXQGHQJLQHHULQJ��YLGHR�UDGLR�79�SURGXFWLRQ�DQG�ZHE�GHVLJQ���2QO\�RQH�RI�WKH�FRQWDFWV�ZH�VSRNHWR�RSHUDWHG�VROHO\�DV�D�ODEHO��DQG�LQ�WKLV�FDVH�WKH�SHUVRQ�LQYROYHG�RSHUDWHG�LQ�WKHLU�VSDUH�WLPH�ZLWK�D�IXOO�WLPH�MRE�RXWZLWK�WKH�PXVLF�LQGXVWU\���2I�WKH�UHFRUG�ODEHOV�ZKLFK�GR�GHDO�ZLWK�ZRUNRWKHU�WKDQ�WKHLU�RZQ��RQH�LV�D�YROXQWDU\�RUJDQLVDWLRQ�ZKLFK�DLPV�WR�SURPRWH�ORFDO�PXVLF�DQGVWRU\�WHOOLQJ���7KH�UHPDLQGHU�RSHUDWH�DV�EXVLQHVVHV��HLWKHU�RQ�D�IXOO�WLPH�RU�D�SDUW�WLPH�EDVLV�
:KLOH����SHRSOH�ZRUN�GLUHFWO\�IRU�UHFRUG�ODEHOV LQ�WKH�+LJKODQGV�DQG�,VODQGV��WKH�WHQGHQF\WR�ZRUN�DFURVV�D�UDQJH�RI�DVSHFWV�ZLWKLQ�PXVLF�DQG�UHODWHG�VHFWRUV�PHDQV�WKDW�UHFRUG�ODEHOV�E\WKHPVHOYHV�RQO\�DFFRXQW�IRU�DERXW���IXOO�WLPH�HTXLYDOHQWV���:HUH�WKH�ODEHO�FRPSRQHQW�WR�EHVXEWUDFWHG�IURP�DOO�RI� WKH�ZRUN�FDUULHG�RXW�E\� WKH�SHRSOH� LQYROYHG��PDQ\�RI� WKH� MREV� LQ� WKHVHFWRU�ZRXOG�QR�ORQJHU�EH�YLDEOH��DOWKRXJK�WKH�LQWHUZRYHQ�QDWXUH�RI�WKH�PXVLF�LQGXVWU\�LQ�WKH+LJKODQGV�DQG�,VODQGV�PDNHV�LW�GLIILFXOW�WR�HVWLPDWH�WKH�VWULFW�ILQDQFLDO�YDOXH�RI�UHFRUG�ODEHOVDV� VXFK� WR� WKH� HFRQRP\�RI� WKH� DUHD�� �$V� UHFRUG� ODEHO� VHUYLFHV� WHQG� WR� FRQVWLWXWH� D� JDWHZD\VHUYLFH�ZLWKLQ�WKH�PXVLF�LQGXVWU\��DQ\�GRZQWXUQ�LQ�WKH�VHFWRU�ZRXOG�FUHDWH�VLJQLILFDQW�GRZQ�VWUHDP�SUREOHPV�IRU�RWKHUV�
$QQXDO� WXUQRYHU� IURP� ODEHO� DFWLYLW\� FDQ� UDQJH� IURP� D� IHZ� KXQGUHG� SRXQGV� IRU� WKH� VPDOOHURUJDQLVDWLRQV� WR� WHQV� RI� WKRXVDQGV� IRU� ODUJHU� FRPSDQLHV�� � )HHV� RU� �PRUH� RIWHQ�� UR\DOWLHV� WRDUWLVWV�FDQ�UHSUHVHQW�EHWZHHQ�����DQG�����RI�WKLV�
,Q� DGGLWLRQ�� WKH� UHFRUG� ODEHOV� WKHPVHOYHV� PDNH� YDU\LQJ� DPRXQWV� RI� ORFDO� SXUFKDVHV�� � 7KHUHFRUG� ODEHO� RSHUDWRUV� ZKR� GR� QRW� DOVR� KDYH� UHFRUGLQJ� VWXGLRV� VRPHWLPHV� �WKRXJK� QRW



��

LQYDULDEO\�� XVH� +LJKODQGV� DQG� ,VODQGV� EDVHG� UHFRUGLQJ� IDFLOLWLHV�� � 7KH� RWKHU� PDMRU� VHUYLFHZKLFK�FDQ�RIWHQ�EH�VRXUFHG�ORFDOO\� LV� WKH�SULQWLQJ�RI�&'�DQG� WDSH�³LQVHUWV´��DQG�RQH�UHFRUGODEHO� URXWLQHO\� SODFHV� WKH� DVVRFLDWHG� DUWZRUN� ZLWK� D� GHVLJQ� FRPSDQ\� LQ� ,QYHUQHVV�� � 7KHSK\VLFDO�SURGXFWLRQ�RI�&'V�WHQGV�WR�JR�WR�FRPSDQLHV�RXWZLWK�WKH�+LJKODQGV�DQG�,VODQGV���2QHRI�WKH�UHFRUG�ODEHOV�KDV� ORRNHG�DW�GHYHORSLQJ� WKLV�DV�DQ�DVVRFLDWHG�EXVLQHVV�DFWLYLW\�EXW�KDVGHFLGHG� WKDW� WKH� LQYHVWPHQW� UHTXLUHG� WR�HVWDEOLVK�DSSURSULDWH� IDFLOLWLHV�JHDUHG�XS� WR�PRGHUQUHTXLUHPHQWV�ZRXOG�EH�EH\RQG�WKHP���7DSHV�DQG�VRPH�&'V��KRZHYHU��DUH�FRSLHG�SUHVVHG�DW*UDPSLDQ�5HFRUGV�LQ�:LFN�
,W�ZDV�GLIILFXOW�IRU�PRVW�RI�WKH�ODEHOV�WR�HVWLPDWH�KRZ�PXFK�RI�WKHLU�WXUQRYHU�LV�WRXULVW�UHODWHG�7KRVH�ZKR�ZHUH�DEOH�WR�JLYH�D�SHUFHQWDJH�IRU�WRXULVP�UHODWHG�VDOHV�RFFXSLHG�FOHDUO\�GHILQHGQLFKHV� ZLWKLQ� WKH� LQGXVWU\�� � 2QH� ODEHO� FRXOG� VD\� ZLWK� FHUWDLQW\� WKDW� YLUWXDOO\� QRQH� RI� LWVLQFRPH�ZDV�WRXULVW�UHODWHG��ZKLOH�DQRWKHU�JDYH�WKH�ILJXUH�DV�RYHU������DQG�TXRWHG�WXUQRYHUILJXUHV� IRU� KLV� EXVLQHVV� ZKLFK� LOOXVWUDWHG� KRZ� FORVHO\� KLV� EXVLQHVV� IRUWXQHV� PLUURUHG� WKHIRUWXQHV�RI�WRXULVP�LQ�JHQHUDO�
6HYHUDO� ODEHOV�FRPPHQWHG�RQ� WKH� UHODWLRQVKLS�EHWZHHQ� WKH� ULFK�PXVLFDO�KHULWDJH�RI� WKH�DUHD�WUDGLWLRQDO� DQG� FRQWHPSRUDU\�� DQG� WKH� LQLWLDO� WULJJHU� ZKLFK� OHDGV� WRXULVWV� WR� YLVLW� WKH+LJKODQGV�DQG�,VODQGV���0RQDUFK�RI�WKH�*OHQ�DQG�WKH�0DGRQQD�ZHGGLQJ�PD\�ERWK�KDYH�KDG�DVWURQJ� HIIHFW� RQ� UDLVLQJ� DZDUHQHVV� RI� WKH� DUHD� DQG� HQFRXUDJLQJ� SHRSOH� WR� YLVLW� EXW�� LW� ZDVDUJXHG�� IRU�D�VLJQLILFDQW�QXPEHU�RI�SHRSOH� WKH�PXVLF�RI� WKH�DUHD�KDV�PXFK� WKH� VDPH�HIIHFW�7KH�,ULVK�H[DPSOH��LW�ZDV�IHOW��ZDV�D�FDVH�LQ�SRLQW���7KHUH�DUH�XQGRXEWHGO\�PDQ\�UHDVRQV�ZK\WRXULVWV� YLVLW� ,UHODQG�� EXW� IRU� D� SURSRUWLRQ�� WKH� FOHDUO\� LGHQWLILDEOH� PXVLFDO� KHULWDJH� RI� WKHFRXQWU\� KDV� EHHQ� D� VLJQLILFDQW� IDFWRU�� � 6HYHUDO� RI� WKH� PRUH� VXEVWDQWLDO� UHFRUG� ODEHOV� KDYHFDSLWDOLVHG� RQ� WKLV� H[DPSOH� E\� GHYHORSLQJ� QLFKH�PDUNHWV�ZLWKLQ� WKH�+LJKODQGV� DQG� ,VODQGVPXVLF�LQGXVWU\���6HYHUDO�ODEHOV�FRQFHQWUDWH�RQ�WKH�IRON�WUDGLWLRQDO�ILHOG��ZKHWKHU�LQ�D�6FRWWLVK�+LJKODQGV��RU�PRUH�ORFDO�JHQUH�
2QH�UHFRUG� ODEHO�FRQFHQWUDWHV�DOPRVW�H[FOXVLYHO\�RQ�6FRWWLVK�&RXQWU\�'DQFH�PXVLF��KDYLQJVSRWWHG� D� FOHDU� JDS� VRPH� \HDUV� DJR� LQ� WKLV� ILHOG� DQG� QRZ� KDV� SODQV� WR� H[SDQG� E\� RIIHULQJUHODWHG�VHUYLFHV�WR�WKH�VHFWRU���$QRWKHU�FRPSDQ\�LQWHQGV�WR�VHW�XS�D�ODEHO�VSHFLILFDOO\�WR�FDUU\RULJLQDO� FRQWHPSRUDU\� VRQJ� IURP� WKH�+LJKODQGV� DQG� ,VODQGV��ZKLFK� LW� LQWHQGV� WR� EUDQG� DQGPDUNHW�SUHGRPLQDQWO\�LQ�WKH�86���7KUHH�ODEHOV�VSHFLDOLVH�LQ�PXVLF�IURP�WKHLU�UHVSHFWLYH�LVODQGJURXSV�DQG��DJDLQ��EUDQGLQJ�DQG�PDUNHWLQJ�DUH�RI�NH\�LPSRUWDQFH�
+RZHYHU�� VHYHUDO� RI� WKH� UHFRUG� ODEHOV� ILQG� WKHPVHOYHV� LQFUHDVLQJO\� VTXHH]HG� EHWZHHQ� WKHODUJH� /RQGRQ�� (GLQEXUJK� DQG� *ODVJRZ�EDVHG� ODEHOV� DQG� WKH� LQFUHDVLQJ� SRSXODULW\� RI� VHOI�UHOHDVH�� �6HYHUDO� ODEHOV�UHSRUWHG�KDYLQJ�ORVW�DUWLVWV� WR�VHOI�UHOHDVH�WHFKQRORJLHV�� �$UWLVWV�ZKRDUH�FRQFHQWUDWLQJ�RQ�D�ORFDO�FLUFXLW��RU�RQ�VHOOLQJ�UHFRUGLQJV�DW�SHUIRUPDQFHV�DUH�LQFUHDVLQJO\DWWUDFWHG�WR�ZKDW�WKH\�PD\�VHH�DV�FXWWLQJ�RXW�WKH�PLGGOH�PDQ���7KLV�LV�SDUWLFXODUO\�WKH�FDVH�IRUNH\ERDUG�EDVHG� DUWLVWV�� DV� VHTXHQFLQJ� WHFKQRORJLHV� EHFRPH� EHWWHU� DQG� FKHDSHU� DQG� GLJLWDOSURGXFWLRQ�PHWKRGV�DUH�DYDLODEOH�RQ�D�VWDQGDUG�GHVNWRS�3&���2Q�WKH�RWKHU�KDQG��VHYHUDO�ODEHOVUHSRUW� ORVLQJ� DUWLVWV� WR� ODUJHU� UHFRUGLQJ� FRPSDQLHV� GRZQ� VRXWK�� � 7KH� PDLQ� FDXVH� RI� WKLVOHDNDJH�LV�WKH�ILUPHU�GLVWULEXWLRQ�DQG�PDUNHWLQJ�QHWZRUNV�WKH�ELJJHU�ODEHOV�FDQ�RIIHU�
6HYHUDO� RI� WKH� UHFRUG� ODEHOV� VSRNH� KLJKO\� RI� WKH� VXSSRUW� DQG� KHOS� WKH\� KDYH� UHFHLYHG� IURPWKHLU�SHHUV�WKURXJK�PHFKDQLVPV�DQG�LQLWLDWLYHV�GHYHORSHG�E\�0,'$6���7KHUH�LV�D�FOHDU�YLHZVKDUHG�E\�PDQ\�RI�WKH�UHFRUG�ODEHOV�RI�DQ�RSHQ�VHFWRU��ZKLFK�LV�ZLOOLQJ�WR�VKDUH�H[SHUWLVH�DQGLQIRUPDWLRQ�DQG�KDV�QR�WUXFN�ZLWK�SHWW\�MHDORXVLHV�RU�SURWHFWLRQLVP�



��

$�IHZ�UHFRUG�ODEHOV�DUH�RSHUDWLQJ�LQ�VXFK�FOHDUO\�GHILQHG�DQG�VSHFLDOLVHG�QLFKH�PDUNHWV��HJ�6FRWWLVK�&RXQWU\�'DQFH��WKDW�GLVWULEXWLRQ�RI�WKH�SURGXFW�LV�QRW�DQ�LVVXH���+RZHYHU��WKH�SULRULW\IRU�PRVW�RI�WKH�ODEHOV�LV�VHFXULQJ�EHWWHU�GLVWULEXWLRQ�QHWZRUNV�ERWK�ZLWKLQ�WKH�8.�DQG�DEURDG�2QH� UHFRUG� ODEHO� RSHUDWRU� SRLQWHG� RXW� WKDW� VPDOO� UHFRUG� ODEHOV� WHQG� WR� KDYH� D� IDU� VPDOOHUYROXPH�RI� VDOHV� WKDQ�GR� ODUJH� ODEHOV�ZLWK� D� FRPSDUDEOH� DUWLVW� GXH� WR� WKH� LQDGHTXDF\� RI� WKHGLVWULEXWLRQ�FKDLQ���$EVHQFH�RI�VXLWDEOH�GLVWULEXWLRQ�QHWZRUNV�KDV�WZR�GHWULPHQWDO�LPSDFWV�RQWKH� UHFRUG� ODEHOV�� ILUVWO\�� LW� UHVWULFWV� WKH�RXWOHWV�ZKLFK� FDUU\� WKH�SURGXFW�� DQG� VHFRQGO\�� DV� DNQRFN�RQ�HIIHFW��LW�PDNHV�LW�PRUH�GLIILFXOW�IRU�UHFRUG�ODEHOV�WR�UHWDLQ�WKHLU�XS�DQG�FRPLQJ�DFWVDV�WKH\��WRR��VHHN�PD[LPXP�H[SRVXUH�
7KH� HFRQRPLF� LPSDFW� RI� H[LVWLQJ� UHFRUG� ODEHOV� LQ� WKH� +LJKODQGV� DQG� ,VODQGV� FRXOG� EHLQFUHDVHG�VXEVWDQWLDOO\�LI�WKH�SUREOHPV�RI�GLVWULEXWLRQ�FRXOG�EH�DGGUHVVHG���,W�LV�LPSRUWDQW�WKDWWKRVH�UXQQLQJ�UHFRUG�ODEHOV�ZKLFK�GHDO�ZLWK�ZRUN�RWKHU�WKDQ�WKHLU�RZQ�DUH�KHOSHG�LQ�HQJDJLQJZLWK�GLVWULEXWRUV���7UDGH�IDLUV�DUH�LPSRUWDQW�LQ�WKLV�FRQWH[W��DQG�+LJKODQGV�DQG�,VODQGV�UHFRUGODEHOV� VKRXOG� EH� HQFRXUDJHG�DVVLVWHG� WR� SDUWLFLSDWH� LQ� WKH� UHOHYDQW�PDMRU� 8.� DQG� RYHUVHDVWUDGH�IDLUV�LQ�RUGHU�WR�PDNH�WKH�DSSURSULDWH�FRQWDFWV�
2QH�RI�WKH�IDFWRUV�VXEVWDQWLDOO\�LQIOXHQFLQJ�GLVWULEXWRUV�LQ�WKHLU�GHFLVLRQ�DV�WR�ZKHWKHU�RU�QRWWR�DFFHSW�D�UHOHDVH�LV�WKH�TXHVWLRQ�RI�WRXULQJ���,I�WKH�DUWLVW�LV�WRXULQJ��WKHQ�WKH�UHOHDVH�ZLOO�EHHDVLHU�WR�PDUNHW��DQG�WKH�ILUVW�TXHVWLRQ�D�GLVWULEXWRU�WHQGV�WR�DVN�D�ODEHO�LV�³DUH�\RX�WRXULQJ"´$Q\WKLQJ�ZKLFK�KHOSV�EDQGV�DQG�DUWLVWV� LQ� WKH�+LJKODQGV�DQG�,VODQGV�WR� WRXU�ZLOO�DOVR�EH�RIKHOS�WR�WKHLU�UHFRUG�ODEHOV�DQG�LW�PD\�EH�ZRUWK�LQYHVWLJDWLQJ�WKH�ZD\V�LQ�ZKLFK�WKH�DJHQFLHV�LQWKH�DUHD�FDQ�SURYLGH�DVVLVWDQFH�WRZDUGV�WKLV�HQG�
+LJKODQGV�DQG�,VODQGV�/DEHOV��+$,/��LV�SURPRWLQJ�QHWZRUNLQJ�EHWZHHQ�WKH�UHFRUG�ODEHOV��DQGKHOSLQJ� WR� UDLVH� WKH� SURILOH� RI� WKH� ODEHOV� DQG� WKH� ZLGH� UDQJH� RI� PXVLF� DQG� DUWLVWV� WKDW� LWUHSUHVHQWV�� � +$,/� ZDV� EURXJKW� WRJHWKHU� E\� 0XVLF� ,QGXVWU\� 'HYHORSPHQW� DQG� 6XSSRUW�0,'$6��� DQG� LV� VXSSRUWHG� E\� WKH�6$&��+,(��+,�$UWV�� DQG� WKH� 3HUIRUPLQJ�5LJKWV� 6RFLHW\)RXQGDWLRQ�� � -XJJOLQJ� WKH� GLIIHUHQW� DVSHFWV� RI� WKHLU� EXVLQHVVHV� OHDYHV� WKRVH� UXQQLQJ� UHFRUGODEHOV� YHU\� OLWWOH� WLPH� WR� ORRN� RXWZDUGV�� DQG� DQ� H[WHUQDO� VRXUFH� RI� VSHFLDOLVW� DGYLFH� DQGLQIRUPDWLRQ�LV�WKXV�D�XVHIXO�UHVRXUFH�
��� *DOOHULHV
$W�WKH�SRLQW�RI�VHWWLQJ�XS�WKH�GDWD�JDWKHULQJ�IRU�WKH�*DOOHULHV�FDVH�VWXG\��ZH�KDG�LGHQWLILHG�DWRWDO�RI����JDOOHULHV�LQ�WKH�+LJKODQGV�DQG�,VODQGVx���*HRJUDSKLFDOO\��WKHUH�DUH�ZLGH�YDULDWLRQV�$UJ\OO�DQG�WKH�,VODQGV��IRU�H[DPSOH��KDG�VL[WHHQ�RI�WKH����JDOOHULHV��ZKLOH�6KHWODQG�KDG�RQO\WKUHH��OHLVXUH�FHQWUHV�DQG�RWKHU�SXEOLF�VSDFHV�RIWHQ�EHLQJ�XVHG�LQ�6KHWODQG�IRU�H[KLELWLQJ�DUW��:KLOH� RQH� PLJKW� H[SHFW� WKH� SUHYDOHQFH� RI� JDOOHULHV� WR� EH� UHODWHG� WR� WKH� SRSXODWLRQ� EDVHFRXSOHG� ZLWK� WRXULVW� QXPEHUV�� WKLV� GRHV� QRW� VHHP� WR� EH� WKH� FDVH�� � 7KH� JDOOHULHV� VHFWRU� LVGLIILFXOW� WR� HYDOXDWH� EHFDXVH� LW� LV� QRW� KRPRJHQHRXV�� � JDOOHULHV� FDQ� KDYH� UDGLFDOO\� GLIIHUHQWDLPV�DQG�REMHFWLYHV�IURP�HDFK�RWKHU�
+DYLQJ� FDUULHG� RXW� WKH� FDVH� VWXG\� UHVHDUFK�� KRZHYHU�� ZH� ZHUH� DEOH� WR� GLYLGH� WKH� VHFWRUEURDGO\� LQWR� WKUHH� FDWHJRULHV�� � �L�� JDOOHULHV� DWWHQGHG� WR� DUWLVWV¶� SUHPLVHV�� �LL�� QRW�IRU�SURILWJDOOHULHV��DQG��LLL��FRPPHUFLDO�JDOOHULHV�
x D�ODUJHU�QXPEHU�ZHUH�HYHQWXDOO\�LGHQWLILHG�WKURXJK�WKH�DQDO\VLV�E\�/(&�DUHD�WKDW�ZH�FDUULHG�RXW�IRU�WKH�HYHQWVDQG�H[KLELWLRQV�DQDO\VLV�WKDW�LV�SUHVHQWHG�LQ�6HFWLRQ���RI�WKLV�UHSRUW�



��

�L� *DOOHULHV�$WWDFKHG�WR�$UWLVWV¶�3UHPLVHV
0DQ\�RI�WKHVH�JDOOHULHV�DUH�XVHG�VLPSO\�DV�D�VKRS�ZLQGRZ�IRU�DUWLVWV¶�RZQ�ZRUN���7KHVHDUWLVWV�UDQJH�IURP�VHULRXV�SURIHVVLRQDOV�WR�SHRSOH�ZKR�TXLWH�KDSSLO\�GHVFULEH�WKHLU�DUWLVWLFDFWLYLW\�DV�D�KREE\���6RPH�RI�WKH�DUWLVWV�LQYROYHG�KDYH�WDNHQ�HDUO\�UHWLUHPHQW��RIWHQ�IURPDUW�WHDFKLQJ���7KHUH�DUH�D�QXPEHU�RI�KXVEDQG�DQG�ZLIH�WHDPV�LQYROYHG�LQ�JDOOHULHV�RI�WKLVW\SH���6RPHWLPHV�ERWK�SDUWQHUV�DUH�DUWLVWV�� �6RPHWLPHV�RQH�UXQV�WKH�JDOOHU\�IRU�WKH�RWKHUZKR�SURGXFHV�DUW�ZRUN���6RPH�JDOOHULHV�LQ�WKLV�FDWHJRU\�HQODUJH�RQ�WKLV�IXQFWLRQ�E\�WDNLQJLQ� DUW� ZRUN� IURP� RQH� RU� WZR� RWKHU� ORFDO� DUWLVWV�� RU� E\� VHOOLQJ� FDUGV� DQG� FUDIW� LWHPV� LQDGGLWLRQ� WR�DUW�ZRUN�� �$W� WKLV� HQG�RI� WKH� VSHFWUXP�� LW� EHFRPHV� D�PDWWHU� RI� VHPDQWLFV� WRGHWHUPLQH� ZKLFK� RXWOHWV� FDQ� SURSHUO\� EH� GHVFULEHG� DV� FUDIW� VKRSV� ZLWK� VRPH� DUWZRUNGLVSOD\HG��DQG�ZKLFK�DUH�JDOOHULHV�DOVR�VHOOLQJ�FUDIW�LWHPV���+RZHYHU��WKH�PDLQ�DLP�RI�VXFKJDOOHULHV�LV�FOHDU���WKH\�DUH�WKHUH�WR�VHOO�DUW�ZRUN�DQG�WR�VHOO�LW��SUHGRPLQDQWO\��WR�WRXULVWV�
7KH� SUHYDOHQFH� RI� GLIIHUHQW� DUW� IRUPV� LV�� FOHDUO\�� GHSHQGHQW� RQ� WKH� VSHFLDOLVP� RI� WKHJDOOHU\�RZQHU�DQG��DV�D�UHVXOW��RYHU�����RI�WKH�JDOOHULHV�WKDW�ZH�LQWHUYLHZHG�VSHFLDOLVHG�LQSDLQWLQJ�DQG�GUDZLQJ��RYHUZKHOPLQJO\�ODQGVFDSH�ZDWHUFRORXUV���$�PXFK�VPDOOHU�QXPEHUH[KLELW� VFXOSWXUH�� SKRWRJUDSK\�� SULQWLQJ� RU� RWKHU� DUHDV� RI� VSHFLDOLVP�� � 7KH� GLVWLQFWLRQEHWZHHQ�³DUW´�DQG�³FUDIW´�EHFRPHV�XQFOHDU�DQG�VRPHZKDW�DUWLILFLDO�LQ�JDOOHULHV�RI�WKLV�W\SHVSHFLDOLVLQJ�LQ��IRU�H[DPSOH��MHZHOOHU\�RU�FHUDPLFV�
7KH�PRVW�FRPPRQ�IRUP�RI�H[KLELWLRQ�LQ�VXFK�JDOOHULHV�LV�D�UROOLQJ�SHUPDQHQW�H[KLELWLRQ�ZKHUH� LQGLYLGXDO� LWHPV� VROG� DUH� UHSODFHG� LPPHGLDWHO\� IURP� LWHPV� IURP� VWRFN� RU� QHZO\SURGXFHG� LWHPV�� � ,Q� VRPH� FDVHV�� DUWLVWV� GHYHORS� D� ZRUN� SDWWHUQ� ZKLFK� LQYROYHV� KLJKHUOHYHOV�RI�SURGXFWLRQ�LQ�ZLQWHU��ZLWK�JDOOHU\�ZRUN�GXULQJ�WKH�WRXULVW�PRQWKV���7KH�IRFXV�RIJDOOHULHV�DWWDFKHG�WR�DUWLVWV¶�SUHPLVHV�LV�DOPRVW�DOZD\V�RQ�WKH�WRXULVW�WUDGH��DQG�RQH�PLJKWDVVXPH� WKDW� WKHLU� IRUWXQHV�ZRXOG� EH� UHODWHG� WR� WKH�PRUH� JHQHUDO� XSV� DQG� GRZQV� RI� WKHYLVLWRU� LQGXVWU\�� �+RZHYHU��ZKLOH� WKLV� LV� WKH� FDVH� IRU� DERXW� KDOI� RI� WKRVH� LQWHUYLHZHG�� DVLJQLILFDQW� SURSRUWLRQ� UHIHUUHG� WR� EXFNLQJ� WKH� WRXULVP� WUHQG�� � :KLOH� RYHUDOO� WRXULVWQXPEHUV�KDYH�EHHQ�IDOOLQJ��VRPH�RI�WKH�JDOOHULHV� LQWHUYLHZHG�EHOLHYH�WKDW� WKH�SURSRUWLRQRI� WRXULVWV� YLVLWLQJ� WKHLU� JDOOHULHV� PD\� EH� ULVLQJ�� OHDGLQJ� WR� DQ� RYHUDOO� LPSURYHPHQW� LQWUDGH�IRU�VRPH�JDOOHULHV�RI�WKLV�W\SH�
&KDQJLQJ� LQWHULRU� GHVLJQ� IDVKLRQV� VHHP� WR� EH� GULYLQJ� WRZDUGV� D� JUHDWHU� RSHQQHVV� WREX\LQJ�RULJLQDO�DUWZRUN�IRU�GLVSOD\�DW�KRPH���6HYHUDO�JDOOHU\�RZQHUV�LQ�WKLV�FDWHJRU\�IHOWWKDW� WHOHYLVLRQ� LQWHULRU� GHVLJQ� SURJUDPPHV� VXFK� DV� ³FKDQJLQJ� URRPV´� KDYH� KDG� DFRQVLGHUDEOH� LQIOXHQFH�� � 7KHUH� LV� D� YLHZ� WKDW� WKH� PDUNHW� IRU� RULJLQDO� DUWZRUN� KDVEURDGHQHG��ZKHUH�SHRSOH�ZRXOG�RQFH�KDYH�ERXJKW�UHSURGXFWLRQV�RI�WKH�³2OG�0DVWHUV´�WRGLVSOD\�DW�KRPH��WKH\�DUH�QRZ�PRUH�OLNHO\�WR�EX\�D�SLHFH�RI�RULJLQDO�DUWZRUN�
*DOOHULHV�LQ�WKLV�FDWHJRU\�WHQG�WR�EH�RSHQ�RQO\��RU�PDLQO\��GXULQJ�WKH�WRXULVW�VHDVRQ��DQGDUH�LQFOLQHG�WR�YLHZ�WKHPVHOYHV�PRUH�DV�SURYLGLQJ�D�WRXULVW�VHUYLFH�WKDQ�D�VHUYLFH�WR� WKHORFDO�FRPPXQLW\��WKRXJK�VRPH�SURYLGH�IUDPLQJ�IRU�RWKHU�ORFDO�DUWLVWV���6XFK�JDOOHULHV�DUHRIWHQ� VLWXDWHG� LQ� VFHQLF� DUHDV� DQG� VHUYH� WR� EROVWHU� WKH� FULWLFDO� PDVV� RI� WRXULVW� VHUYLFHVZLWKLQ�D�FRPPXQLW\���,Q�SDUWLFXODU��JDOOHULHV�FDQ�SURYLGH�DQ�DOO�ZHDWKHU�IDFLOLW\��SURYLGLQJVRPHWKLQJ� LQWHUHVWLQJ� IRU� WRXULVWV� WR� GR� ZKHQ� ZHDWKHU� FRQGLWLRQV� DUH� XQVXLWDEOH� IRURXWGRRU�DFWLYLWLHV��7KH�JDOOHULHV�GR�QRW�XVXDOO\�NHHS�UHFRUGV�RI�YLVLWRU�QXPEHUV��DQG�LW�LVRIWHQ�GLIILFXOW�WR�GLVHQWDQJOH�WKH�GLIIHUHQW�HOHPHQWV�RI�WKH�EXVLQHVV���SURYLVLRQ�RI�DUWZRUN�IUDPLQJ��DUW�VDOHV�WKURXJK�WKH�JDOOHU\�DQG�VDOHV�RI�RWKHU�JRRGV�WKURXJK�WKH�JDOOHU\�
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7KLV� JURXS� RI� JDOOHULHV� GRHV� QRW� WHQG� WR� VSHQG�PXFK� RQ� ORFDO� JRRGV� DQG� VHUYLFHV�� � $VH[KLELWLRQV�DUH�³UROOLQJ´�LQ�WKHLU�QDWXUH��WKHUH�DUH�QR�³RSHQLQJV´�ZLWK�ZLQH�RU�IRRG���6RPHJDOOHULHV�KDYH�EURFKXUHV�RU�OHDIOHWV�DQG�D�SURSRUWLRQ�RI�WKHVH�DUH�VRXUFHG�ORFDOO\���:KLOH�DIHZ�RI�WKH�JDOOHULHV�LQ�WKLV�FDWHJRU\�PD\�SURYLGH�UHVRXUFHV�IRU�ORFDO�VFKRROV��IRU�H[DPSOH�WKURXJK�SURYLGLQJ�ZRUN�H[SHULHQFH�SODFHPHQWV���WKHUH�LV�XVXDOO\�OLWWOH�RYHUW�VRFLDO�LPSDFWDVVRFLDWHG�ZLWK�WKH�JDOOHU\�
�LL� 1RW�IRU�3URILW�*DOOHULHV
7KLV� FDWHJRU\� RI� JDOOHU\� LQFOXGHV� WKH� IRXU� JDOOHULHV� UXQQLQJ� XQGHU� WKH� DXVSLFHV� RI� 7KH+LJKODQG�&RXQFLO�DORQJ�ZLWK�D�YDULHW\�RI�RWKHU�JDOOHULHV�ZKRVH�PDLQ�IXQFWLRQ�LV�WR�PDNH�DULFK��GLYHUVH�DQG�UHOHYDQW�H[SHULHQFH�RI� WKH�YLVXDO�DUWV�DYDLODEOH� WR� ORFDO�SHRSOH�� �7KHVHJDOOHULHV� PD\� KDYH� D� UDQJH� RI� GHWDLOHG� REMHFWLYHV�� EXW� IRU� PDQ\� WKH� EDODQFH� EHWZHHQWRXULVW�DQG�ORFDO�³EXVLQHVV´�LV�WKH�UHYHUVH�RI�WKDW�IRU�FDWHJRU\��L��DERYH���WKH�JDOOHULHV�DUHSULPDULO\�WKHUH�IRU�ORFDO�SHRSOH��DQG�WRXULVW�YLVLWRUV��WKRXJK�ZHOFRPH��DUH�LQFLGHQWDO�WR�WKHJDOOHULHV¶�PDLQ� REMHFWLYHV�� � ,Q� VRPH� FDVHV�� WRXULVW� YLVLWRUV� DUH� VHHQ� DV� D�PHFKDQLVP� IRUVXVWDLQLQJ�ZKDW�LV�SUHGRPLQDQWO\�YLHZHG�DV�D�ORFDO�VHUYLFH���2WKHU�QRW�IRU�SURILW�JDOOHULHV�KRZHYHU�� SDUWLFXODUO\� WKRVH� LQ� DUHDV� ZLWK� UHODWLYHO\� ORZ� SRSXODWLRQ� GHQVLWLHV� DQG� KLJKWRXULVW�QXPEHUV��GR�VHH�WKHLU�VHUYLFH�WR�WRXULVWV�DV�EHLQJ�YHU\�VLJQLILFDQW��ZKLOH�QRW�ORVLQJVLJKW�RI�WKH�ORFDO�GLPHQVLRQ�
1RW�IRU�3URILW� JDOOHULHV� WHQG� WR� SURPRWH� WKHPHG� WHPSRUDU\� H[KLELWLRQV�� DQG� WKHFRQYHQWLRQDO�GLVWLQFWLRQV�EHWZHHQ�GLIIHUHQW�DUW�IRUPV�DQG�EHWZHHQ�DUW�DQG�FUDIWV�EHFRPHODUJHO\� DUWLILFLDO� DQG� LUUHOHYDQW�� WR� WKH� H[WHQW� WKDW� PRVW� LQWHUYLHZHHV� ZHUH� XQDEOH� WRXQWDQJOH� WKH� SHUFHQWDJH� LPSRUWDQFH� RI� GLIIHUHQW� DUW� IRUPV�� � 0DQ\� RI� WKH� H[KLELWLRQVIHDWXUHG�LQ�WKLV�VHFWRU�DUH�EHVW�GHVFULEHG�DV�³PL[HG�PHGLD´���$V�WKH�H[KLELWLRQV�DUH�VHW�XSSULPDULO\� IRU� WRXULQJ�� VDOHV�RI� DUW�ZRUN�GR�QRW�QRUPDOO\� IHDWXUH� DV�SDUW� RI� WKH�JDOOHULHV¶DFWLYLWLHV�� DOWKRXJK�VRPH�VWUDGGOH� WKH�GLYLGH�EHWZHHQ�FRPPHUFLDO� SURYLVLRQ�RI� DUW�ZRUNDQG�SURYLVLRQ�RI�D�FXOWXUDO�H[SHULHQFH���*DOOHULHV�RI�WKLV�W\SH�DUH�OHVV�OLNHO\�WR�EH�VHDVRQDOLQ�WKHLU�RSHUDWLRQ�DQG�DUH�PRUH� OLNHO\� WR�HPSOR\�PRUH� WKDQ�RQH�SHUVRQ��RIWHQ�RQ�D�SDUW�WLPH�EDVLV���7KH\�UXQ�D�VHULHV�RI�WHPSRUDU\�H[KLELWLRQV��HDFK�WHQGLQJ�WR�ODVW�EHWZHHQ�WZRDQG�VL[�ZHHNV�WKURXJKRXW�WKH�\HDU�
7KH� ZLGHU� ORFDO� HFRQRPLF� LPSDFW� RI� WKH� QRW�IRU�SURILW� JDOOHULHV� LV� JHQHUDOO\� QRW� KLJK�0RVW� DUH�KHDYLO\�GHSHQGHQW�RQ� ORFDO� DXWKRULW\� DQG� RWKHU� DJHQF\� IXQGLQJ� DQG��ZLWK� FXWVRYHU� PDQ\� \HDUV� LQ� ORFDO� DXWKRULW\� DQG� DJHQF\� EXGJHWV�� WKH� JDOOHULHV� KDYH� IRXQGWKHPVHOYHV�ZLWK�YHU\�OLPLWHG�VSHQGLQJ�SRZHU�
7KH�VRFLDO� LPSDFW�RI� WKHVH�JDOOHULHV� LV��KRZHYHU��KLJK�� �6FKRROV�DUH� LQFUHDVLQJO\�PDNLQJXVH�RI� WKH�JDOOHULHV�DV�D� UHVRXUFH��DQG�+LJKODQG�&RXQFLO¶V�([KLELWLRQV�6HUYLFH�SURGXFHVVFKRROV�SDFNV�WR�HQDEOH�WHDFKHUV� WR�PDNH�EHVW�XVH�RI� LWV�JDOOHULHV�� �6RPH�RI� WKH�QRW�IRU�SURILW�JDOOHULHV�RUJDQLVH�H[KLELWLRQV�RI� ORFDO�VFKRRO�SXSLOV¶�ZRUN�� �7KH�QHZ�+LJKHU�6WLOOSURJUDPPH�LQ�$UW�DQG�'HVLJQ�SODFHV�D�JUHDWHU�OHYHO�RI�LPSRUWDQFH�RQ�YLHZLQJ�RULJLQDO�DUWZRUN��DQG�WKH�JDOOHULHV�PDNH�D�XVHIXO�FRQWULEXWLRQ�LQ�WKLV�DUHD��ZKLOH�7DLJK�&KHDUVDEKDJKRIIHUV�D�QDWLRQDOO\�FHUWLILFDWHG�KLJKHU�HGXFDWLRQ�FRXUVH���0DQ\�RI�WKH�JDOOHULHV�RI�WKLV�W\SHPDNH�WKHLU�IDFLOLWLHV�DYDLODEOH��XVXDOO\�GXULQJ�WKH�WRXULVW�VHDVRQ��WR�ORFDO�DUWLVWV��DUW�JURXSVDQG�FOXEV���7KLV�FDQ�DFW�DV�D�IRFDO�SRLQW�IRU�ORFDO�DUW�FOXE�DFWLYLWLHV�DQG�PD\�SURYLGH�ORFDODUWLVWV� ZLWK� WKHLU� ILUVW� RSSRUWXQLW\� WR� GLVSOD\� DQG� VHOO� ZRUN�� � 7KHUH� LV� DOVR� D� FRQFHUWHGHIIRUW�RQ�WKH�SDUW�RI�WKHVH�JDOOHULHV�WR�GH�P\VWLI\� WKH�YLVXDO�DUWV�DQG�WR�PDNH�WKHP�PRUHDFFHVVLEOH��UHPRYLQJ�WKH�DXUD�RI�HOLWLVP�ZKLFK�KDV�VXUURXQGHG�WKH�YLVXDO�DUWV�
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�LLL� &RPPHUFLDO�*DOOHULHV
7KHUH�DUH�UHODWLYHO\�IHZ�FRPPHUFLDO�JDOOHULHV�LQ�WKH�+LJKODQGV�DQG�,VODQGV�DUHD��DQG�WKHVHDUH�ORFDWHG�PRVWO\�LQ�WKH�PDLQ�SRSXODWLRQ�FHQWUHV��VXFK�DV�,QYHUQHVV��.LUNZDOO�DQG�7DLQ�$V�FRPPHUFLDO�RSHUDWLRQV�� WKHVH�JDOOHULHV�KDYH� WR�PD[LPLVH�ERWK� WKHLU� ORFDO� DQG� WRXULVWPDUNHWV���7KH\�DUH�VHOHFWLYH�DERXW�WKH�ZRUN�WKDW�WKH\�H[KLELW�DQG�WHQG�WR�EH�JHDUHG�WR�VDOHVRI� DUWZRUN��PDNLQJ� WKHLU� LQFRPH� IURP� WKH� FRPPLVVLRQ� WKH\� UHFHLYH�� ZKLOH� SURYLGLQJ� DVRXQG� FXOWXUDO� H[SHULHQFH� IRU� JDOOHU\� YLVLWRUV�� &RPPHUFLDO� JDOOHULHV� WHQG� WR� KDYH� DQH[KLELWLRQ�F\FOH�WKDW�LQFRUSRUDWHV�D�VHULHV�RI�HYHQWV�ZLWK�VLQJOH�DUWLVWV��JURXSV�RI�DUWLVWV��RUWKHPHG�HYHQWV�HDFK� ODVWLQJ�D� IHZ�ZHHNV�� �:KLOH�SDLQWLQJ� DQG�GUDZLQJ�GRPLQDWH� LQ� WKLVVHFWRU��WKH�JDOOHULHV�DOVR�IHDWXUH�VFXOSWXUH��FHUDPLFV��MHZHOOHU\��SKRWRJUDSK\�DQG�SULQWLQJWR�YDU\LQJ�GHJUHHV�
6RPH� JDOOHULHV�ZKLFK� VWDUWHG� LQ� WKH� ILUVW� FDWHJRU\� DERYH� KDYH� VWHSSHG� XS� WKHLU� DFWLYLW\RYHU�WLPH��SHUKDSV�H[SDQGLQJ�SUHPLVHV�DQG�H[KLELWLQJ�D�ZLGHU�UDQJH�RI�DUWLVWV��WR�EHFRPHJDOOHULHV�LQ�WKLV�WKLUG�FDWHJRU\�
7KH�(FRQRPLF�,PSRUWDQFH�RI�WKH�*DOOHULHV
'LVFRXQWLQJ�WKH�DUWLVW�JDOOHU\�RZQHU�ZKR�H[KLELWV�KLV�RU�KHU�RZQ�ZRUN��WKHUH�DSSHDU�WR�EHPRUH�WKDQ�����+LJKODQGV�DQG�,VODQGV�EDVHG�DUWLVWV�ZKR�DUH�UHOLDQW�RQ�WKH�JDOOHULHV�LQ�WKHDUHD�WR�H[KLELW�DQG�VHOO�WKHLU�ZRUN��H[FOXGLQJ�KREE\LVWV��
7KH� IDFW� WKDW� WKH� YDVW� PDMRULW\� RI� JDOOHULHV� LQ� WKH� +LJKODQGV� DQG� ,VODQGV� GR� QRW� NHHSUHFRUGV� RI� YLVLWRU� QXPEHUV� PDNHV� WKH� RYHUDOO� DWWHQGDQFH� ILJXUH� GLIILFXOW� WR� HVWLPDWH�+RZHYHU�LW�LV�SUREDEOH�WKDW�WKHUH�DUH�DERXW���������YLVLWV�WR�JDOOHULHV�LQ�WKH�+LJKODQGV�DQG,VODQGV� SHU� DQQXP�� ZLWK� DERXW� WZR�WKLUGV� RI� WKHVH� YLVLWV� PDGH� E\� WRXULVWV�� � 7KLV� WRWDOILJXUH�H[FOXGHV�FDVXDO�YLVLWRUV��HJ��(GHQ�&RXUW�7KHDWUH�SHUIRUPDQFH�DXGLHQFHV�ZKR�SDVVWKH�H[KLELWLRQV�RQ�WKHLU�ZD\�WR�WKH�DXGLWRULXP��
*DOOHU\�LQFRPH�KDV�DOVR�EHHQ�GLIILFXOW�WR�HVWLPDWH���7KH�QRW�IRU�SURILW�VHFWRU�GRHV�QRW��E\DQG� ODUJH�� VHOO� ZRUN� DQG� WKHUHIRUH� FDOFXODWHV� LWV� WXUQRYHU� HQWLUHO\� GLIIHUHQWO\� IURP� WKHEXVLQHVV� VHFWRU�� � 7KH� RQH�DUWLVW� JDOOHULHV� �DQG� VRPH� RI� WKH� WZR� DUWLVW� RQHV�� GR� QRWGLIIHUHQWLDWH� EHWZHHQ� SURYLVLRQ� RI� DUWZRUN� DQG� JDOOHU\� DFWLYLW\�� � 0RVW� RI� WKH� JDOOHULHVLQWHUYLHZHG�ZHUH� H[WUHPHO\� FR\� DERXW�SURYLGLQJ� LQFRPH� ILJXUHV�� DQG�PDQ\� VLPSO\� VDLGWKH\�ZRXOG� QRW� GLVFXVV� HLWKHU� WKHLU� RZQ� LQFRPH�� RU� WKH� LQFRPH� SDLG� WR� DUWLVWV��ZKHWKHU+LJKODQGV�DQG�,VODQGV�EDVHG�RU�QRW���+RZHYHU��RQ�WKH�EDVLV�RI�HYLGHQFH�IURP�WKRVH�ZKRZHUH�SUHSDUHG�WR�GLVFXVV�WXUQRYHU DQG�IURP�RXU�DUHD�E\�DUHD�DQDO\VLV�RI�DOO�DUWV�DFWLYLW\�ZH�HVWLPDWH�WKDW�WKH�VHFWRU�PD\�EH�ZRUWK�VRPHZKHUH�LQ�WKH�UHJLRQ�RI������PLOOLRQ�
:KLOH�SUREDEO\�PRUH� WKDQ� WZR�KXQGUHG� LQGLYLGXDOV�ZRUN� LQ� JDOOHULHV� LQ� VRPH� FDSDFLW\�WKLV�DPRXQWV�WR�OHVV�LQ�IXOO�WLPH�HTXLYDOHQWV���7KH�YDVW�PDMRULW\�RI�JDOOHULHV�GR�QRW�SURYLGHD� IXOO�WLPH� HTXLYDOHQW� MRE�� � ,Q� WKH� FDVH� RI� DUWLVW� JDOOHU\� RZQHUV�� WLPH� LV� JHQHUDOO\� VSOLWEHWZHHQ� SURGXFLQJ� DUW� ZRUN� DQG� GRLQJ� ³IURQW� RI� KRXVH´� DV� UHTXLUHG�� � 6HYHUDO� JDOOHU\RZQHUV�DOVR�SURYLGH�IUDPLQJ�VHUYLFHV�DQG�ZRUN�DW�WKLV�ZKLOH�WKH�JDOOHU\�LV�TXLHW���*DOOHULHVLQ�WKH�+LJKODQGV�DQG�,VODQGV�SURYLGH�LQ�WKH�UHJLRQ�RI����IXOO�WLPH�HTXLYDOHQW�MREV�


