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 $VVRFLDWH 3URIHVVRU RI /DZ� 7KH 8QLYHUVLW\ RI 7HQQHVVHH &ROOHJH RI /DZ� -�'� 1HZ <RUN

8QLYHUVLW\ 6FKRRO RI /DZ� ����� $�%� %URZQ 8QLYHUVLW\� ����� , DP H[FHSWLRQDOO\ JUDWHIXO IRU WKH UHVHDUFK

DVVLVWDQFH RI &KULVWRSKHU -� 5D\EHFN� ZLWKRXW ZKRP WKLV HVVD\ ZRXOG QRW H[LVW�

�� 0$50,21� &DQWR YL� 6WDQ]D ���

�� 6HH� H�J�� $QGUHZ &RXQWU\PDQ� ����N�V 6WLOO +HDY\ LQ &RPSDQ\ 6WRFN� &+,� 75,%�� 1RY� �� ����� DW

&� �´3HUKDSV WKH PRVW HQGXULQJ OHJDF\ RI WKH (QURQ DIIDLU LV WKH GHFLPDWHG ����N� DFFRXQWV RI WKRXVDQGV

RI (QURQ ZRUNHUV�µ�� &DURO (PHUW� /LQH )RUPV WR 5HSODFH )DOOHQ 3LWW� 7+( 6$1 )5$1� &+521�� 1RY� �� �����

DW %� �´REVWUXFWLRQ RI MXVWLFH LQ WKH (QURQ DIIDLUµ�� 5REHUW .XWWQHU� )UHH 0DUNHWV DUH *UHDW³%XW QRW IRU

(OHFWULFLW\� %86�:.�� 2FW� ��� ����� DW �� �´7KH (QURQ DIIDLU IRUFHG &RQJUHVV DQG WKH 6HFXULWLHV 	 ([FKDQJH

&RPPLVVLRQ WR VWLIIHQ UHJXODWLRQ RI DFFRXQWLQJ VWDQGDUGV DQG FRUSRUDWH JRYHUQDQFH�µ�� (VWKHU 6FKUDGHU�

7KH 1DWLRQ� &ULVLV LQ &RUSRUDWH $PHULFD� $UP\ 6HFUHWDU\ 'HIHQGV 5ROH DW (QURQ� /�$� 7,0(6� -XO\ ��� ����� DW $��

�´,W ZDV WKH ILUVW WLPH :KLWH KDV EHHQ DVNHG WR WHVWLI\ RQ &DSLWRO +LOO DERXW WKH (QURQ DIIDLU�µ�� 6(& 5HOHDVHV

5XOHV IRU 3XEOLF &RPPHQW� 7+(+286721&+521�� 1RY� ��� ����� DW � �´$XGLWRU LQGHSHQGHQFH ZDV DPRQJ

WKH LVVXHV DW WKH KHDUW RI WKH (QURQ DIIDLU � � � �µ��

�� $OWKRXJK WKLV DXWKRU ZRXOG OLNH WR WDNH FUHGLW IRU ILUVW FRQFHSWXDOL]LQJ WKH LPDJH RI D ZHE WR

GHVFULEH WKH VHW RI UHODWLRQVKLSV LQYROYHG LQ WKH FRUSRUDWH VWUXFWXUH� VHYHUDO VFKRODUV DOUHDG\ KDYH XVHG WKLV

LPDJH WR GHVFULEH WKHVH YHU\ VDPH UHODWLRQVKLSV� 6HH )UDQN +� (DVWHUEURRN 	 'DQLHO 5� )LVFKHO� &RUSRUDWH

&RQWURO 7UDQVDFWLRQV� �� <$/( /�-� ���� ��� ������ �VWDWLQJ WKDW WKH HQWLUH FRUSRUDWH VWUXFWXUH ´LV D ZHE RI

DJHQF\ UHODWLRQVKLSVµ�� -RKQ +� 0DWKHVRQ� &RUSRUDWH *RYHUQDQFH DW WKH 0LOOHQQLXP� 7KH 'HFOLQH RI WKH 3RLVRQ 3LOO

$QWLWDNHRYHU 'HIHQVH� �� +$0/,1( /� 5(9� ���� ��� ������ �UHIHUHQFLQJ ´WKH ZHE RI DJHQF\ UHODWLRQVKLSV

FRQVWLWXWLQJ WKH FRUSRUDWH VWUXFWXUHµ��

�� 3URIHVVRUV $\UHV DQG &KRL QRWH�

,QYHVWLQJ LQ WKH8QLWHG 6WDWHV KDV EHFRPH D KREE\ IRU PDQ\� ,QGLYLGXDO RZQHUVKLS RI HTXLW\�

PRUHRYHU� KDV LQFUHDVHG RYHU WKH SDVW GHFDGH GXH LQ SDUW WR WKH LQWURGXFWLRQ RI LQWHUQHW�

EDVHG WUDGLQJ� :KLOH SURYLGLQJ WKH SRVVLELOLW\ IRU JUHDWHU UHWXUQV FRPSDUHG ZLWK EDQN

VDYLQJV DFFRXQWV� DPRQJ RWKHU LQYHVWPHQW DOWHUQDWLYHV� WKH SXEOLF FDSLWDO PDUNHWV DOVR SRVH

JUHDWHU ULVNV IRU LQYHVWRUV�

����

���������	�
��������������������	�����������
��	����������������

���������	�
��	�����

���������������	
��	���	��	��	����	��������	�������	����
	�	�	�
�����	
����������

�� �1752'8&7,21

����������
��
�����
������
�������������������� ��������
��� ���
!�����"�����
���!����������������������������
�������"���
������
����� ����#�� ��� ����
������ ����� ��� ��� �$�� ����������!
��
������� �����
� "�������� 
�#%����� ��
�����"��"��
���"�!"���
���
��������������!���
��&�
����!"�
���#�������
���
�!���������
���"�����'���!����������!���
��$ ���
������������ �
�����������
����������!� 
��� �&��
  ��!� ��� ��
�� ��
������� �� �"���!� �����
(�� �%�� ����� ������
�� �
#�� $ ����  �����
�� �
������ ��� ��
�
�
!���� 
��� ��������� 
��� �&�
��� !�&��
���� ��� ��� ��� �"�
��"���#%�� ����� �
&���� ��&������ &������� ���  "�����#� ���
��� ��
�����������&
���"����������� ��������!������� �����



���) �� !"#$ %&��'�( �( ��)% ��)��#"! "� *+������

,DQ $\UHV 	 6WHSKHQ &KRL� ,QWHUQDWLRQDOL]LQJ 2XWVLGHU 7UDGLQJ� ��� 0,&+� /� 5(9� ���� ��� ������� VHH -DPHV

$� )DQWR�5HJXODWRU\ ,PSOLFDWLRQ RI ,QGLYLGXDO0DQDJHPHQW RI 3HQVLRQ )XQG� &RPSDUDWLYH ,QYHVWRU (GXFDWLRQ� �� %522.�

/� 5(9� ����� ���� ������ �´LQYHVWLQJ� IRU EHWWHU RU IRU ZRUVH� LV SDUW RI 8�6� FXOWXUHµ�� 0DUN .ORFN� 7ZR

3RVVLEOH $QVZHUV WR WKH (QURQ ([SHULHQFH� :LOO ,W %H 5HJXODWLRQ RI )RUWXQH 7HOOHUV RU 5HELUWK RI 6HFRQGDU\ /LDELOLW\"� ��

,2:$ -�&253� /� ��� �� ������ �´D VLJQLILFDQW SURSRUWLRQ RI WKH 8�6� SRSXODWLRQ RZQV SXEOLFO\ WUDGHG VWRFNV

GLUHFWO\ RU LQGLUHFWO\µ�� 5REHUW %� 7KRPSVRQ� 8QSDFNLQJ /LPLWHG /LDELOLW\� 'LUHFW DQG 9LFDULRXV /LDELOLW\ RI

&RUSRUDWH 3DUWLFLSDQWV IRU 7RUWV RI WKH (QWHUSULVH� �� 9$1'� /� 5(9� �� �� ������ �QRWLQJ WKDW ´WKH OLTXLGLW\ RI WKH

SXEOLF PDUNHWV � � � KDV EHHQ RQH RI WKH SULPDU\ DGYDQWDJHV RI PRGHUQ SXEOLF FRUSRUDWLRQV DV DQ LQYHVWPHQW

YHKLFOHµ�� %UXFH $� :ROIVRQ 	 :DUUHQ 6� *UHHQ� )LQDQFLQJ +HDY\ 'XW\ ,,� $FFHVVLQJ WKH 8�6� &DSLWDO 0DUNHWV�

�� 1�<�/� 6&+� -� ,17·/	&203� /� ���� ��� ������ �´7KH 8QLWHG 6WDWHV FDSLWDO PDUNHWV UHPDLQ WKH ODUJHVW

DQG PRVW OLTXLG LQ WKH ZRUOG�µ��

�� 6HH 0LFKDHO $� 3HULQR� (QURQ·V /HJLVODWLYH $IWHUPDWK� 6RPH 5HIOHFWLRQV RQ WKH 'HWHUUHQFH $VSHFWV RI WKH

6DUEDQHV�2[OH\ $FW RI ����� �� 67� -2+1·6/� 5(9� ���� ��� ������ �GHVFULELQJ WKH &RQJUHVVLRQDO UHDFWLRQ WR

WKH UHFHQW DFFRXQWLQJ VFDQGDOV DV ´VWXQQLQJ DQG VXUSULVLQJO\ VZLIWµ��

�� 6HH� H�J�� ��&�)�5� �� �������� ������ �DWWRUQH\ FRQGXFW�� �� &�)�5� � ��������F� ������ �GLVFORVXUH

UHJDUGLQJ RII�EDODQFH VKHHW DUUDQJHPHQWV�� �� &�)�5� � ��������H� ������ �GLVFORVXUH UHJDUGLQJ DXGLW

FRPPLWWHH ILQDQFLDO H[SHUW�� �� &�)�5� � ������� �GLVFORVXUH UHJDUGLQJ FRGHV RI HWKLFV�� �� &�)�5� ��

���������� ������ �SHQVLRQ IXQG EODFNRXW WUDGLQJ UHVWULFWLRQV��

�� 3XE� /� 1R� �������� ��� 6WDW� ��� DW ��� ������ �FRGLILHG LQ VFDWWHUHG VHFWLRQV RI ��� ��� ��� ���

DQG �� 8�6�&���

�� 2WKHU FRPSOH[ ODZV WKDW UHTXLUH VLJQLILFDQW LQWHUSUHWDWLRQ RU RWKHUZLVH JHQHUDWH DGYLVRU\ RU

OLWLJDWLRQ�RULHQWHG ZRUN IRU SULYDWH SUDFWLWLRQHUV DOVR KDYH EHHQ GHVFULEHG LQ WKLV ZD\� 6HH� H�J�� $OEHUW (�

(OVHQ� -RKQ +HQU\ 0HUU\PDQ� )RXQGLQJ WKH )LHOG RI $UW /DZ� �� 67$1� /�5(9� ����� ���� ������ �UHIHUHQFLQJ DQ

,VUDHOL VWDWXWH UHODWLQJ WR WKH UHSXWDWLRQDO ULJKWV RI DUWLVWV LQ WKHLU DUWZRUN�� :LOOLDP %� *RXOG ,9� 6RPH

5HIOHFWLRQV RQ )LIW\ <HDUV RI WKH 1DWLRQDO /DERU 5HODWLRQV $FW� 7KH 1HHG IRU /DERU %RDUG DQG /DERU /DZ 5HIRUP� �� 67$1�

/� 5(9� ���� ��� ������ �UHIHUHQFLQJ D SDUW RI WKH 1DWLRQDO /DERU 5HODWLRQV $FW�� &LQG\ $� 6FKLSDQL�

(QYLURQPHQWDO /DZ DQG %XVLQHVV LQ WKH ��VW &HQWXU\� ,QILOWUDWLRQ RI (QWHUSULVH 7KHRU\ LQWR (QYLURQPHQWDO -XULVSUXGHQFH�

�� ,2:$ -� &253� /� ���� ��� ������ �´6RPH FULWLFV KDYH JRQH VR IDU DV WR GXE &(5&/$ WKH ¶)8//

(03/2<0(17 $&7 )25 /$:<(56· EHFDXVH RI WKH ODFN RI OHJLVODWLYH FODULW\ DQG WKH HQVXLQJ SURWUDFWHG

OLWLJDWLRQ�µ�� 'LFN 7KRUQEXUJK� -XQN 6FLHQFH³7KH /DZ\HU·V (WKLFDO 5HVSRQVLELOLWLHV� �� )25'+$085%�/�-� ����

��� ������ �FRPPHQWLQJ RQ WKHQ SURSRVHG DPHQGPHQWV WR )HGHUDO 5XOH RI (YLGHQFH ����� 7KH SRWHQWLDO

IRU JHQHUDWLQJ ELOODEOH KRXUV LQ FRQQHFWLRQ ZLWK 6DUEDQHV�2[OH\ DQG WKH UXOHV DQG UHJXODWLRQV SURPXOJDWHG

XQGHU 6DUEDQHV�2[OH\ LQFOXGHV FRUSRUDWH DQG VHFXULWLHV LQWHUSUHWDWLRQ DQG FRPSOLDQFH DGYLFH DV ZHOO DV WKH

LQHYLWDEOH HQVXLQJ OLWLJDWLRQ�
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�� 6HH� H�J�� 'DULQ %DUWKRORPHZ� ,V 6LOHQFH *ROGHQ :KHQ LW &RPHV WR $XGLWLQJ"� �� -�0$56+$///� 5(9�

��� �� Q��� ������ �QRWLQJ WKH YLHZ RI WKHQ 6(&&KDLUPDQ+DUYH\ 3LWW WKDW 6DUEDQHV�2[OH\ LV XQQHFHVVDU\��

&RUSRUDWH 5HIRUP 3URSRVDOV� 2Q WKH 0RQH\ RU 2II�%DVH"� .QRZOHGJH # :KDUWRQ ������� DW

KWWS���ZZZ�NQRZOHGJH�ZKDUWRQ�XSHQQ�HGX�DUWLFOHV�FIP"FDWLG �	DUWLFOHLG ��� �FLWLQJ 8QLYHUVLW\ RI

3HQQV\OYDQLD JUDGXDWH EXVLQHVV SURIHVVRUV ZKR EHOLHYH WKDW PRUH IHGHUDO UHJXODWLRQ IRU FRUSRUDWH GLUHFWRUV

LV XQQHFHVVDU\� �RQ ILOH ZLWK WKH 8QLYHUVLW\ RI &LQFLQQDWL /DZ 5HYLHZ��

��� 6HH 6�5(3� 12� ������� DW �� �� ������ �DIWHU LQLWLDOO\ FLWLQJ WKH H[WHQW WR ZKLFK (QURQ·V FROODSVH

DIIHFWHG HPSOR\HHV DQG LQYHVWRUV� WKH FRPPLWWHH UHSRUW QRWHV WKDW ´>R@QH RI WKH VWULNLQJ IHDWXUHV RI WKH (QURQ

FROODSVH LV WKH FRPSDQ\·V DEUXSW DQG GUDPDWLF WUDQVIRUPDWLRQ IURP D ZHOO�UHVSHFWHG DQG DZDUG�ZLQQLQJ

FRPSDQ\ WR D GLVJUDFHG DQG EDQNUXSW HQWHUSULVH LQ OHVV WKDQ WKUHH PRQWKVµ��

��� 5HODWLRQVKLSV EHWZHHQ FRUSRUDWLRQV DQG WKHLU ILQDQFLDO� DFFRXQWLQJ� DQG OHJDO DGYLVRUV DOVR IRUP

SDUW RI (QURQ·V ZHE� EXW WKH\ DUH EH\RQG WKH VFRSH RI WKLV HVVD\� )RU LQIRUPDWLRQ DERXW WKHVH LPSRUWDQW

UHODWLRQVKLSV� VHH� H�J�� /LVD 0� )DLUID[� ´:LWK )ULHQGV /LNH 7KHVH � � �µ� 7RZDUG $ 0RUH (IILFDFLRXV 5HVSRQVH WR

$IILQLW\�%DVHG 6HFXULWLHV DQG ,QYHVWPHQW )UDXG� �� *$� /�5(9� ��� ��� ������ �QRWLQJ 6XSUHPH &RXUW UHFRJQLWLRQ

RI WKH UHODWLRQVKLS RI VSHFLDO WUXVW EHWZHHQ D FRUSRUDWLRQ DQG LWV DFFRXQWDQW LQ WKH LQVLGHU WUDGLQJ FRQWH[W��

3DUN 0F*LQW\� 7KH 7ZLOLJKW RI )LGXFLDU\ 'XWLHV� 2Q WKH 1HHG IRU 6KDUHKROGHU 6HOI�+HOS LQ DQ $JH RI )RUPDOLVWLF

3URFHGXUDOLVP� �� (025< /�-� ���� ��� ������ �UHIHUHQFLQJ WKH ILQDQFLDO DGYLVRU UHODWLRQVKLS ZLWK WKH

FRUSRUDWLRQ�� 5LFKDUG :� 3DLQWHU� *DPH 7KHRUHWLF DQG &RQWUDFWDULDQ 3DUDGLJPV LQ WKH 8QHDV\ 5HODWLRQVKLS %HWZHHQ

5HJXODWRUV DQG 5HJXODWRU\ /DZ\HUV� �� )25'+$0 /� 5(9� ���� ������ ������ �GHVFULELQJ DQG DQDO\]LQJ WKH

UHODWLRQVKLS RI D UHJXODWRU\ ODZ\HU WR KLV FOLHQW�� (� 1RUPDQ 9HDVH\� 7KH (WKLFDO DQG 3URIHVVLRQDO 5HVSRQVLELOLWLHV

RI WKH /DZ\HU IRU WKH &RUSRUDWLRQ LQ 5HVSRQGLQJ WR )UDXGXOHQW &RQGXFW E\ &RUSRUDWH 2IILFHUV RU $JHQWV� �� 7(11� /� 5(9�

� ������ �UHJDUGLQJ WKH FKDQJLQJ QDWXUH RI WKH UHODWLRQVKLS EHWZHHQ WKH FRUSRUDWLRQ DQG LWV OHJDO DGYLVRUV��
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��� ,W PD\ EH KHOSIXO WR UHYLHZ VRPH EDVLF IHDWXUHV RI DJHQF\ ODZ DW WKLV MXQFWXUH� 7KH 6HFRQG

5HVWDWHPHQW RI $JHQF\ GHILQHV DJHQF\ DV D ´ILGXFLDU\ UHODWLRQ ZKLFK UHVXOWV IURP WKH PDQLIHVWDWLRQ RI

FRQVHQW E\ RQH SHUVRQ WR DQRWKHU WKDW WKH RWKHU VKDOO DFW RQ KLV EHKDOI DQG VXEMHFW WR KLV FRQWURO� DQG FRQVHQW

E\ WKH RWKHU VR WR DFW�µ 5(67$7(0(17 �6(&21'�2)$*(1&< � � �������

.H\ HOHPHQWV LQ D WUXH DJHQF\ UHODWLRQVKLS DUH WKH SULQFLSDO·V FRQWURO RYHU WKH DJHQW DQG WKH

DJHQW·V REOLJDWLRQ WR DFW LQ WKH SULQFLSDO·V LQWHUHVW� $Q HPSOR\HU RIWHQ IDYRUV DQ DJHQF\

UHODWLRQVKLS� QRW EHFDXVH KH ZDQWV WR GHOHJDWH ´GHFLVLRQ�PDNLQJ DXWKRULW\ WR DQRWKHU�µ EXW

EHFDXVH KH ZDQWV WR UHWDLQ GHFLVLRQ�PDNLQJ DXWKRULW\ RYHU WKH DFWLRQV RI WKH DJHQW�

´$JHQF\�µ SURSHUO\ XQGHUVWRRG� LV D ILGXFLDU\ UHODWLRQVKLS FKDUDFWHUL]HG E\ D SURPLVH E\ WKH

DJHQW WR WKH SULQFLSDO� ��� WR DFW RQ KHU EHKDOI DQG ��� VXEMHFW WR KHU FRQWURO�

/\QQH /� 'DOODV� 7ZR 0RGHOV RI &RUSRUDWH *RYHUQDQFH� %H\RQG %HUOH DQG 0HDQV� �� 8� 0,&+� -�/� 5()250 ��� ��

������ �IRRWQRWHV RPLWWHG��

��� 6HH 0DWWKHZ *� 'RUH� 3UHVXPHG ,QQRFHQW" )LQDQFLDO ,QVWLWXWLRQV� 3URIHVVLRQDO 0DOSUDFWLFH &ODLPV� DQG

'HIHQVHV %DVHG RQ 0DQDJHPHQW 0LVFRQGXFW� ���� &2/80� %86� /� 5(9� ���� ��� ������ �GHVFULELQJ WKH

´FRUSRUDWH ODZ GXW\ RI OR\DOW\ DQDO\VLVµ DV ´FRQVLVWHQW ZLWK DJHQF\ ODZ JHQHUDOO\µ�� 'DQLHO -�+� *UHHQZRRG�

(VVHQWLDO 6SHHFK� :K\ &RUSRUDWH 6SHHFK LV 1RW )UHH� �� ,2:$/�5(9� ���� ���� ������ �´&RUSRUDWH ODZ LV FHQWUDOO\

DERXW DJHQF\ � � � �µ��

��� 6HH� H�J�� &$/�&25325$7,216&2'( � ��� �'HHULQJ ������ '(/�&2'($11� WLW� �� � ��� �������

0$66� $11� /$:6 FK� ���%� � �� �/DZ� &R�RS� ������ 1�<� %86� &253� � ��� �&RQVRO� ������ 7(;� %86�

&253� $&7� $11� DUW� ���� �9HUQRQ ������ 9$� &2'( $11� � �������� �0LFKLH ������ )RU HDVH RI

UHIHUHQFH� WKLV HVVD\ ZLOO FLWH SULQFLSDOO\ WR 'HODZDUH FRUSRUDWH ODZ� ERWK VWDWXWRU\ DQG GHFLVLRQDO�
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��� 6HH0DWWKHZ *� 'RUH� 7KH 'XWLHV DQG /LDELOLWLHV RI DQ ,RZD &RUSRUDWH 'LUHFWRU� �� '5$.(/�5(9� ����

��� Q��� ������ �FLWLQJ 0RGHO %XV� &RUS� $FW $QQ� � ���� FPW� ����� 	 6XSS� ������� -HIIUH\ 1� *RUGRQ�

6KDUHKROGHU ,QLWLDWLYH� $ 6RFLDO &KRLFH DQG *DPH 7KHRUHWLFDO $SSURDFK WR &RUSRUDWH /DZ� �� 8� &,1� /� 5(9� ���� ���

Q�� �������

��� 6HH 6PLWK Y� 9DQ *RUNRP� ��� $��G ���� ������ �'HO� ������ $URQVRQ Y� /HZLV� ��� $��G ����

��� �'HO� ������ *XWK Y� /RIW� � $��G ���� ��� �'HO� ������ VHH DOVR *RUGRQ� VXSUD QRWH ��� DW ��� Q���

5REHUWD 6� .DUPHO� $Q ,QWHUQDWLRQDO 3HUVSHFWLYH� ,V LW 7LPH IRU D )HGHUDO &RUSRUDWH /DZ"� �� %522.� /� 5(9� ���

�� ������� 0DWKHVRQ� VXSUD QRWH �� DW ���� -HQQLIHU 2·+DUH� 'LUHFWRU &RPPXQLFDWLRQV DQG WKH 8QHDV\ 5HODWLRQVKLS

%HWZHHQ WKH )LGXFLDU\ 'XW\ RI 'LVFORVXUH DQG WKH $QWL�)UDXG 3URYLVLRQV RI WKH )HGHUDO 6HFXULWLHV /DZV� �� 8� &,1� /�5(9�

���� ������ ������ �´'HODZDUH ODZ FUHDWHV WKH FRUSRUDWLRQ DQG WKHQ HPSRZHUV WKH GLUHFWRUV WR PDQDJH WKH

FRUSRUDWLRQ� 7KH VWDWH� WKHUHIRUH� KDV D VLJQLILFDQW LQWHUHVW LQ HQVXULQJ WKDW GLUHFWRUV DFW LQ WKH EHVW LQWHUHVWV

RI WKH FRUSRUDWLRQ DQG LWV VKDUHKROGHUV�µ��

��� 6HH VXSUD QRWH���

��� 6HH� H�J�� 5(67$7(0(17 �6(&21'� 2) $*(1&< �� ���� ���� ���� ��� ������ �UHJDUGLQJ WKH

OLDELOLW\ RI D SULQFLSDO WR WKLUG SHUVRQV��

��� 6HH 'RUH� VXSUD QRWH ��� DW ��� Q���� -HQQLIHU +LOO� 9LVLRQV DQG 5HYLVLRQV RI WKH 6KDUHKROGHU� �� $0� -�

&203� /� ��� ����� ������ �´>7@UDGLWLRQDO FRUSRUDWH WKHRU\ DVVXPHG WKDW WKH UROH RI GLUHFWRUV ZDV WR FDUU\

RXW WKH ZLOO DQG LPSOHPHQW WKH LQWHUHVWV RI VKDUHKROGHUV� DQG WKDW ZLWKLQ VWDQGDUG SULQFLSOHV RI DJHQF\ ODZ�

VKDUHKROGHUV KDG D IRUPDO ULJKW WR FRQWURO WKHLU DJHQWV�µ�� 5REHUW %� 7KRPSVRQ 	'�*RUGRQ 6PLWK�7RZDUG

D 1HZ 7KHRU\ RI WKH 6KDUHKROGHU 5ROH� ´6DFUHG 6SDFHµ LQ &RUSRUDWH 7DNHRYHUV� �� 7(;� /� 5(9� ���� ��� ������ �´,Q

WKH FRQWH[W RI FRUSRUDWH ODZ� WKH GLUHFWRUV DUH YLHZHG DV ¶DJHQWV· RI WKH VKDUHKROGHUV � � � �µ��
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��� 6HH JHQHUDOO\ 'DOODV� VXSUD QRWH ��� DW �� �´$V FRUSRUDWH ODZ VFKRODUV DUH ZHOO DZDUH� PDQDJHUV DUH

DOVR QRW DJHQWV IRU VKDUHKROGHUV� $OWKRXJK PDQDJHUV RZH ILGXFLDU\ GXWLHV WR VKDUHKROGHUV� WKH\ DUH QRW

VXEMHFW WR WKH FRQWLQXRXV DQG DFWLYH FRQWURO RI VKDUHKROGHUV�µ�� *UHHQZRRG� VXSUD QRWH ��� DW ����

�GHVFULELQJ WKH DJHQF\ SULQFLSDOV RI FRUSRUDWH ODZ DV ´D SHFXOLDU DJHQF\ WKDW ORRNV QHLWKHU WR WKH YLHZV QRU

WKH DFWXDO LQWHUHVWV RI WKH DOOHJHG SULQFLSDO�µ QRWLQJ WKDW ´>F@RUSRUDWH ODZ H[FOXGHV WKH DFWXDO VKDUHKROGHUV

IURP FRUSRUDWH JRYHUQDQFH� EDUV PDQDJHUV IURP FRQVLGHULQJ DFWXDO LQWHUHVWV RI WKH VKDUHKROGHUV DQG WKHQ

FRQVLGHUV WKLV VLWXDWLRQ HQWLUHO\ XQSUREOHPDWLFµ�� 0DUFHO .DKDQ� 7KH /LPLWHG 6LJQLILFDQFH RI 1RUPV IRU &RUSRUDWH

*RYHUQDQFH� ��� 8� 3$� /�5(9� ����� ���� Q��� ������ �´8QOLNH SULQFLSDOV LQ D VWDQGDUG DJHQF\ UHODWLRQVKLS�

VKDUHKROGHUV RI D FRUSRUDWLRQ FDQQRW WKHPVHOYHV H[HUFLVH SRZHU RYHU WKH SURSHUW\ RI D FRUSRUDWLRQ RU JLYH

WKHLU DJHQWV ELQGLQJ GLUHFWLRQV RQ KRZ WR H[HUFLVH VXFK SRZHUV�µ�� (ULF :� 2UWV� 6KLUNLQJ DQG 6KDUNLQJ� $ /HJDO

7KHRU\ RI WKH )LUP� �� <$/( /� 	 32/·< 5(9� ���� ��� ������ �´,Q OHJDO WHUPV� WKH UHODWLRQVKLS EHWZHHQ

VKDUHKROGHUV DQG GLUHFWRUV�PDQDJHUV LV QRW D GLUHFW DJHQF\� EXW UDWKHU D VSHFLDO IRUP RI TXDVL�DJHQF\

JRYHUQHG E\ DQ RYHUOD\ RI VWDWH FRUSRUDWH ODZ�µ��

��� 6HH VRXUFHV FLWHG VXSUD QRWH ���

��� 6HH$URQVRQ Y� /HZLV� ��� $��G ���� ��� �'HO� ������ VHH DOVR0DUJDUHW 0� %ODLU 	 /\QQ $� 6WRXW�

&RUSRUDWH $FFRXQWDELOLW\� 'LUHFWRU $FFRXQWDELOLW\ DQG WKH 0HGLDWLQJ 5ROH RI WKH &RUSRUDWH %RDUG� �� :$6+�8� /�4� ����

������ ������� (�&� /DVKEURRNH� -U�� 7KH 'LYHUJHQFH RI &RUSRUDWH )LQDQFH DQG /DZ ,Q &RUSRUDWH *RYHUQDQFH� �� 6�&�

/� 5(9� ���� ��� �������

��� 6HH VRXUFHV FLWHG VXSUD QRWH ���

��� 7KH GHVFULSWLRQ RI FRUSRUDWH ILGXFLDU\ GXWLHV VHW IRUWK LQ WKLV VHQWHQFH LV H[WUHPHO\ DEEUHYLDWHG

DQG VWHULOH� OHDYLQJ RXW DOWRJHWKHU WKH GXW\ RI GLVFORVXUH �DOVR NQRZQ DV WKH GXW\ RI FDQGRU� WKDW XQGHUOLHV DQG

FRPSOHPHQWV WKH GXWLHV RI FDUH DQG OR\DOW\ DQG PDQ\ LPSRUWDQW QXDQFHV DORQJ WKH ZD\� )RU H[FHOOHQW

WH[WXDO GHVFULSWLRQV� FDVH H[FHUSWV� DQG RWKHU PDWHULDOV UHJDUGLQJ FRUSRUDWH ILGXFLDU\ GXWLHV� VHH &+$5/(6

5�7�2·.(//(<	52%(57%�7+203621� &25325$7,216$1'27+(5%86,1(66$662&,$7,216�&$6(6

$1'0$7(5,$/6 ������� ��G HG� ������ 6SHFLILF UHIHUHQFHV WR WKLV FDVHERRN ZLWK UHVSHFW WR WKH LGHQWLILHG

ILGXFLDU\ GXWLHV DUH LQFOXGHG LQIUD QRWHV ������

��� 6HH :LOOLDP 7� $OOHQ HW DO�� )XQFWLRQ 2YHU )RUP� $ 5HDVVHVVPHQW RI 6WDQGDUGV RI 5HYLHZ LQ 'HODZDUH

&RUSRUDWLRQ /DZ� �� %86� /$:� ����� ��������� ������ �GHVFULELQJ WKH 'HODZDUH FRXUWV· KLVWRULFDO DSSURDFK

WR WKH GXW\ RI FDUH� IURP WKH PRUH VXEVWDQWLYH WR WKH PRUH SURFHGXUDO��

��� 6HH2·.(//(<	7+203621� VXSUD QRWH ��� DW ������ DQG FDVHV FLWHG WKHUHLQ� $ YHU\ LPSRUWDQW

SRLQW KHUH LV WKDW D GLUHFWRU·V RYHUVLJKW GXW\ RI FDUH LPSOLFDWHV FRUSRUDWH RIILFHUV LQ WKH FRUSRUDWH ZHE

EHFDXVH WKH GLUHFWRU DFWV DV D OHJDOO\ VDQFWLRQHG PRQLWRU RI RIILFHU EHKDYLRU XQGHU WKLV GXW\� 7KH ERDUG RI

GLUHFWRUV KHUH PD\ EH VHHQ DV ERWK D TXDVL�DJHQW DV WR WKH VWRFNKROGHUV DQG D SULQFLSDO DV WR WKH RIILFHUV� 6HH

VRXUFHV FLWHG VXSUD QRWH �� UHJDUGLQJ WKH VWRFNKROGHU�GLUHFWRU DJHQF\ UHODWLRQVKLS DQG LQIUD QRWH �� UHJDUGLQJ

WKH GLUHFWRU�RIILFHU DJHQF\ UHODWLRQVKLS�
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��� 6HH 2·.(//(<	7+203621� VXSUD QRWH ��� DW �������� ������ DQG FDVHV FLWHG WKHUHLQ�

��� 6HH LG� DW ������ DQG FDVHV FLWHG WKHUHLQ�

��� 6HH $QGUHZ '� 6KDIIHU� &RUSRUDWH )LGXFLDU\³,QVROYHQW� 7KH )LGXFLDU\ 5HODWLRQVKLS <RXU &RUSRUDWH /DZ

3URIHVVRU �6KRXOG +DYH� :DUQHG <RX $ERXW� � $0� %$1.5� ,167� /� 5(9� ���� ������ ������ �VXPPDUL]LQJ WKH

QDWXUH DQG RSHUDWLRQ RI� DQG MXVWLILFDWLRQV IRU� WKH EXVLQHVV MXGJPHQW UXOH DV LW UHODWHV WR RIILFHU DQG GLUHFWRU

GHFLVLRQPDNLQJ�� )RU D KLVWRU\ RI WKH EXVLQHVV MXGJPHQW UXOH� VHH � '(11,6 -�%/2&.(7$/�� 7+(%86,1(66

-8'*0(1758/(� ),'8&,$5<'87,(6 2)&25325$7(',5(&7256 ���� ��WK HG� ������

��� 6HH 6PLWK Y� 9DQ *RUNRP� ��� $��G ���� ������ �'HO� ������ $URQVRQ Y� /HZLV� ��� $��G ����

��� �'HO� ����� �´>7KH EXVLQHVV MXGJPHQW UXOH@ LV D SUHVXPSWLRQ WKDW LQ PDNLQJ D EXVLQHVV GHFLVLRQ WKH

GLUHFWRUV RI D FRUSRUDWLRQ DFWHG RQ DQ LQIRUPHG EDVLV� LQ JRRG IDLWK DQG LQ WKH KRQHVW EHOLHI WKDW WKH DFWLRQ

WDNHQ ZDV LQ WKH EHVW LQWHUHVWV RI WKH FRPSDQ\�µ�� )RUPRUH JHQHUDO GLVFXVVLRQV RI WKH EXVLQHVV MXGJPHQW UXOH�

VHH %D\OHVV 0DQQLQJ� 7KH %XVLQHVV -XGJPHQW 5XOH LQ 2YHUYLHZ� �� 2+,2 67� /�-� ��� ������ DQG (� 1RUPDQ

9HDVH\ 	 -XOLH 0�6� 6HLW]� 7KH 5HYLVHG 0RGHO %XVLQHVV &RUSRUDWLRQ $FW� &RPPHQW DQG 2EVHUYDWLRQ� 7KH %XVLQHVV

-XGJPHQW 5XOH LQ WKH 5HYLVHG 0RGHO $FW� WKH 7UDQV 8QLRQ &DVH� DQG WKH $/, 3URMHFW³$ 6WUDQJH 3RUULGJH� �� 7(;� /�

5(9� ���� �������

��� 0DUJDUHW 0� %ODLU 	 /\QQ $� 6WRXW� $7HDP 3URGXFWLRQ 7KHRU\ RI &RUSRUDWH /DZ� �� 9$� /�5(9� ����

��� ������� 9LFWRU %UXGQH\� &RQWUDFW DQG )LGXFLDU\ 'XW\ LQ &RUSRUDWH /DZ� �� %�&�/�5(9 ���� ��� Q��� �������

0HOYLQ $� (LVHQEHUJ� 7KH 'XW\ RI &DUH RI &RUSRUDWH 'LUHFWRUV DQG 2IILFHUV� �� 8� 3,77� /� 5(9� ���� ��� ������

�´>7@KH UHFHLYHG OHJDO PRGHO RI WKH FRUSRUDWLRQ FRQWHPSODWHG WKDW � � � WKH RIILFHUV DFWHG DV DJHQWV RI WKH

ERDUG DQG H[HFXWHG LWV GHFLVLRQV � � � �µ��

��� 6HH 5� :LOOLDP ,GH� 3RVW�(QURQ &RUSRUDWH *RYHUQDQFH 2SSRUWXQLWLHV� &UHDWLQJ D &XOWXUH RI *UHDWHU %RDUG

&ROODERUDWLRQ DQG 2YHUVLJKW� �� 0(5&(5 /� 5(9� ���� ��� ������� 5REHUW %� 7KRPSVRQ� 8QSDFNLQJ /LPLWHG

/LDELOLW\� 'LUHFW DQG 9LFDULRXV /LDELOLW\ RI &RUSRUDWH 3DUWLFLSDQWV IRU 7RUWV RI WKH (QWHUSULVH� �� 9$1'� /� 5(9� �� �

������� 9HDVH\ 	 6HLW]� VXSUD QRWH ��� DW �����
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��� 6HH /DUU\ &DWD %DFNHU� 6DUEDQHV�2[OH\ $FW� )HGHUDOL]LQJ 1RUPV IRU 2IILFHU� /DZ\HU� DQG $FFRXQWDQW

%HKDYLRU� �� 67� -2+1·6 /� 5(9� ���� ��� ������ �UHIHUHQFLQJ WKHVH GXWLHV�� 5REHUW $� 0F&RUPLFN� 8QLRQ

5HSUHVHQWDWLYHV DV &RUSRUDWH 'LUHFWRUV� 7KH &KDOOHQJH WR WKH $GYHUVDULDO 0RGHO RI /DERU 5HODWLRQV� �� 8� 0,&+� -�/�

5()250 ���� ��� Q���� ������ �´7KHUH LV D GLYLVLRQ RI DXWKRULW\ UHJDUGLQJ ZKHWKHU D FRUSRUDWH RIILFHU·V

ILGXFLDU\ GXW\ UXQV WR WKH FRUSRUDWLRQ DV DQ HQWLW\� RU WR WKH VKDUHKROGHUV WKHPVHOYHV�µ�� $UWKXU 5� 3LQWR�

&RUSRUDWH *RYHUQDQFH� 0RQLWRULQJ WKH %RDUG RI 'LUHFWRUV LQ $PHULFDQ &RUSRUDWLRQV� �� $0� -�&203� /� ���� ��� ������

�´2IILFHUV KDYH D ILGXFLDU\ GXW\ WR WKH FRUSRUDWLRQ VLQFH WKH\ DUH FRUSRUDWH DJHQWV�µ��

��� 6HH $QGUHZ 0� )HUULV� 1RWH� -LOWHG 6XLWRU·V +RVWLOH 5HYHQJH *XDUDQWHHV &RQWURO 3UHPLXP LQ WKH 0DUULDJH

RI 3DUDPRXQW DQG 9LDFRP� 3DUDPRXQW &RPPXQLFDWLRQV Y� 49&1HWZRUN� ��� $��G �� �'HO� ������ ��8�&,1�

/� 5(9� ���� ������ ������ �´7KH EXVLQHVV MXGJPHQW UXOH LV DOVR DSSOLHG WR WKH DFWLRQV RI FRUSRUDWH

RIILFHUV�µ�� 7KHUHVD $� *DEDOGRQ� )UHH 5LGHUV DQG WKH *UHHG\ *DGIO\� ([DPLQLQJ $VSHFWV RI 6KDUHKROGHU /LWLJDWLRQ DV

DQ ([HUFLVH LQ ,QWHJUDWLQJ (WKLFDO 5HJXODWLRQ DQG /DZV RI *HQHUDO $SSOLFDELOLW\� �� 0,11� /� 5(9� ���� ��� Q����

�´$OWKRXJK PRVW RIWHQ GLVFXVVHG LQ UHIHUHQFH WR WKH DFWLRQV RI GLUHFWRUV� WKH EXVLQHVV MXGJPHQW UXOH DOVR

DSSOLHV WR RIILFHUV � � � �µ�� 5REHUW +� 5RVK� 1RWH� 1HZ <RUN·V 5HVSRQVH WR WKH 'LUHFWRU DQG 2IILFHU /LDELOLW\ &ULVLV�

$ 1HHG WR 5HH[DPLQH WKH ,PSRUWDQFH RI ' 	 2 ,QVXUDQFH� �� %522.� /� 5(9� ����� ���� ������ �´([HFXWLYH

GHFLVLRQPDNLQJ KDV WUDGLWLRQDOO\ EHHQ SURWHFWHG E\ WKH EXVLQHVV MXGJPHQW UXOH� ZKLFK KDV DIIRUGHG GLUHFWRUV

SURWHFWLRQ IURP OLDELOLW\ VR ORQJ DV WKH\ DFWHG ¶LQ JRRG IDLWK DQG LQ WKH H[HUFLVH RI KRQHVW MXGJPHQW LQ WKH

ODZIXO DQG OHJLWLPDWH IXUWKHUDQFH RI FRUSRUDWH SXUSRVHV�·µ�� 6KDIIHU� VXSUD QRWH ��� DW ������� EXW VHH -D\ :�

(LVHQKRIHU 	 -RKQ /� 5HHG� 9DOXDWLRQ /LWLJDWLRQ� �� '(/� -� &253� /� ��� �� Q���� ������ �´7KH SUHVXPSWLRQV

RI WKH EXVLQHVV MXGJPHQW UXOH GR QRW DSSO\ LQ DFWLRQV EURXJKW DJDLQVW FRUSRUDWH RIILFHUV� DV RSSRVHG WR

GLUHFWRUV�µ�� )UDQNOLQ $� *HYXUW]� *HWWLQJ 5HDO $ERXW &RUSRUDWH 6RFLDO 5HVSRQVLELOLW\� $ 5HSO\ WR 3URIHVVRU *UHHQILHOG�

�� 8�&� '$9,6 /� 5(9� ���� ��� Q��� ������ �´,W LV QRW HQWLUHO\ FOHDU ZKHWKHU WKH EXVLQHVV MXGJPHQW UXOH

DSSOLHV WR DFWLRQV RI FRUSRUDWH RIILFHUV�µ��

��� 6HH 'RQDOG &� /DQJHYRRUW� 7DPLQJ WKH $QLPDO 6SLULWV RI WKH 6WRFN 0DUNHWV� $ %HKDYLRUDO $SSURDFK WR

6HFXULWLHV 5HJXODWLRQ� �� 1:� 8� /� 5(9� ���� ��� ������ �QRWLQJ WKDW WKH LQVLGHU WUDGLQJ SURKLELWLRQV XQGHU

IHGHUDO ODZ ´DUH EXLOW RQ ILGXFLDU\ SULQFLSOHV� SDUWLFXODUO\ WKH GXW\ RI OR\DOW\µ��

��� 6HH -RVHSK $� )UDQFR�:K\ $QWLIUDXG 3URYLVLRQV $UH 1RW (QRXJK� 7KH 6LJQLILFDQFH RI 2SSRUWXQLVP� &DQGRU

DQG 6LJQDOLQJ LQ WKH (FRQRPLF &DVH IRU 0DQGDWRU\ 6HFXULWLHV 'LVFORVXUH� ���� &2/80� %86� /� 5(9� ���� �������

��� 6HH &RUSRUDWH /DZ LQ WKH 7ZHQW\�)LUVW &HQWXU\� 7KH 3UDFWLWLRQHUV· 3URJQRVLV� �� '(/� -�&253�/� ���� ����

�� ������ �FRPPHQWV RI 3HWHU $� $WNLQV�� /LVD0� )DLUID[� 7KH 6DUEDQHV�2[OH\ $FW DV &RQILUPDWLRQ RI 5HFHQW 7UHQGV

LQ 'LUHFWRU DQG 2IILFHU )LGXFLDU\ 2EOLJDWLRQV� �� 67� -2+1·6/�5(9� ���� ������ ������� )DLWK 6WHYHOPDQ .DKQ�

:KDW $UH WKH :D\V RI $FKLHYLQJ &RUSRUDWH 6RFLDO 5HVSRQVLELOLW\"� %RPELQJ 0DUNHWV� 6XEYHUWLQJ WKH 5XOH RI /DZ� (QURQ�
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)LQDQFLDO )UDXG� DQG 6HSWHPEHU ��� ����� �� 78/� /� 5(9� ����� ������� ������� +DUYH\ /� 3LWW HW DO�� 3URPLVHV

0DGH� 3URPLVHV .HSW� 7KH 3UDFWLFDO ,PSOLFDWLRQV RI WKH 3ULYDWH 6HFXULWLHV /LWLJDWLRQ 5HIRUP $FW RI ����� �� 6$1',(*2

/� 5(9� ���� ������ ������� 6WDQOH\ 6SRUNLQ� (QIRUFHPHQW DQG &RUSRUDWH 5HVSRQVLELOLW\� 6(& (QIRUFHPHQW DQG WKH

&RUSRUDWH %RDUG 5RRP� �� 1�&� /� 5(9� ���� ������ �������

��� 6HH -XVWLFH -RVHSK 7� :DOVK� 7KH )LGXFLDU\ )RXQGDWLRQ RI &RUSRUDWH /DZ� �� ,2:$ -� &253� /� ����

������ �������

��� 0RUH VSHFLILFDOO\� LQVLGHU WUDGLQJ SULQFLSDOO\ LV UHJXODWHG XQGHU 5XOH ��E��� �� &�)�5� � ������E�

� ������� SURPXOJDWHG XQGHU H[SUHVV DXWKRULW\ JUDQWHG LQ 6HFWLRQ ���E� RI WKH 6HFXULWLHV ([FKDQJH $FW RI

����� DV DPHQGHG� �� 8�6�&� � ��M�E� �������

��� 6HH&KLDUHOOD Y� 8QLWHG 6WDWHV� ��� 8�6� ��� ������� 6(& Y� 7H[� *XOI 6XOSKXU &R�� ��� )��G ���

��G &LU� ����� �HQ EDQF�� FHUW� GHQLHG� ��� 8�6� ��� ������� ,Q UH &DG\� 5REHUWV 	 &R�� �� 6�(�&� ��� �������

��� 6HH &KLDUHOOD� ��� 8�6� DW ����

��� 6HH� H�J�� -LOO (� )LVFK� 6WDUW 0DNLQJ 6HQVH� $Q $QDO\VLV DQG 3URSRVDO IRU ,QVLGHU 7UDGLQJ 5HJXODWLRQ� �� *$�

/� 5(9� ��� ������� 'RQDOG &� /DQJHYRRUW� 5HUHDGLQJ &DG\� 5REHUWV� 7KH ,GHRORJ\ DQG 3UDFWLFH RI ,QVLGHU 7UDGLQJ

5HJXODWLRQ� �� &2/80� /� 5(9� ���� ������ >KHUHLQDIWHU /DQJHYRRUW� 5HUHDGLQJ@� 'RQDOG &� /DQJHYRRUW�

:RUGV )URP RQ +LJK $ERXW 5XOH ��E��� &KLDUHOOD·V +LVWRU\� &HQWUDO %DQN·V )XWXUH� �� '(/� -� &253� /� ���� ������

������� 'RQQD 0� 1DJ\� 7KH ´3RVVHVVLRQ YV� 8VHµ 'HEDWH LQ WKH &RQWH[W RI 6HFXULWLHV 7UDGLQJ E\ 7UDGLWLRQDO ,QVLGHUV�

:K\ 6LOHQFH &DQ 1HYHU EH *ROGHQ� �� 8� &,1� /� 5(9� ����� ���� Q���� ������� 'RQQD 0� 1DJ\� 5HIUDPLQJ WKH

0LVDSSURSULDWLRQ 7KHRU\ RI ,QVLGHU 7UDGLQJ /LDELOLW\� $ 3RVW�2·+DJDQ 6XJJHVWLRQ� �� 2+,2 67� /�-� ���� ������

>KHUHLQDIWHU 1DJ\� 3RVW�2·+DJDQ@�

��� /HJDO VFKRODUV DQG FRPPHQWDWRUV KDYH EHHQ DW WKH IRUHIURQW LQ UDLVLQJ WKHVH TXHVWLRQV� 6HH� H�J��

7KHUHVD $� *DEDOGRQ� $VVXPSWLRQV $ERXW 5HODWLRQVKLSV 5HIOHFWHG LQ WKH )HGHUDO 6HFXULWLHV /DZV� �� :,6� :20(1·6

/�-� ��� ������ �FULWLTXLQJ� DPRQJ RWKHU WKLQJV� UHFHQWO\ DGRSWHG 6(& 5XOH ��E����� 5D\ -� *U]HELHOVNL�

)ULHQGV� )DPLO\� )LGXFLDULHV� 3HUVRQDO 5HODWLRQVKLSV DV D %DVLV IRU ,QVLGHU 7UDGLQJ 9LRODWLRQV� �� &$7+�8� /�5(9� ���

������ �FULWLTXLQJ UHFHQWO\ DGRSWHG 6(& 5XOH ��E����� 1DJ\� 3RVW�2·+DJDQ� VXSUD QRWH ��� DW ����

�FULWLTXLQJ WKH 6XSUHPH &RXUW·V ´UHVWULFWLYH DQG PLVOHDGLQJ ¶IUDXG RQ WKH VRXUFH· PLVDSSURSULDWLRQ WKHRU\µ��

.HYLQ (�:DUQHU� 1RWH�5HWKLQNLQJ 7UDGHV ´RQ WKH %DVLV RIµ ,QVLGH ,QIRUPDWLRQ� 6RPH ,QWHUSUHWDWLRQV RI 6(& 5XOH ��E��

�� �� %�8� /� 5(9� ��� ������ �VHWWLQJ IRUWK ERWK D GHIHQVH DQG D FULWLTXH RI UHFHQWO\ DGRSWHG 6(& 5XOH

��E�����

��� 0DQ\ UHFHQW VHFXULWLHV IUDXG LQYHVWLJDWLRQV DQG FDVHV DJDLQVW (QURQ DQG RWKHU FRUSRUDWH LVVXHUV
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KDYH LQYROYHG DOOHJDWLRQV WKDW D FRUSRUDWH GLUHFWRU RU RIILFHU PDQLSXODWHG WKH PDUNHW IRU WKH FRUSRUDWLRQ·V

VWRFN DQG GHFHLYHG LQYHVWRUV E\ PDNLQJ IDOVH RU PLVOHDGLQJ VWDWHPHQWV RI PDWHULDO IDFWV RU E\ RPLWWLQJ WR VWDWH

PDWHULDO IDFWV� 6HH 5REHUW :� +DPLOWRQ� 7KH &ULVLV LQ &RUSRUDWH *RYHUQDQFH� ���� 6W\OH� �� +286� /� 5(9� ��

�� ������ �´>6@RPH H[HFXWLYHV DW (QURQ ¶ZRUNHG WR GLVJXLVH WKH FRPSDQ\·V WUXH FRQGLWLRQ LQ ILOLQJV ZLWK WKH

>6(&@ WKURXJK FRPSOH[ ILQDQFLQJ GHDOV � � � �·µ�� .DKQ� VXSUD QRWH ��� DW ���� �´3HUKDSV WKH PRVW VKRFNLQJ

DVSHFW RI WKH (QURQ VWRU\ LV WKDW WKH VFRSH RI WKH LQHTXLW\ DW (QURQ³WKH DSSDUHQW JUHHG� GLVKRQHVW\� DQG

FDOORXVQHVV RI WKH FRPSDQ\·V GLUHFWRUV DQG RIILFHUV³KDV VR IDU �SULRU WR DQ\ UHPHGLDWLRQ WKDW OHJDO DFWLRQ

PD\ SURGXFH� EHHQ PDWFKHG E\ WKH JURVV LQHTXDOLW\ LQ WKH GLVWULEXWLRQ RI LWV HIIHFWV�µ�� 5REHUW 3UHQWLFH�

:KLWKHU 6HFXULWLHV 5HJXODWLRQ" 6RPH %HKDYLRUDO 2EVHUYDWLRQV 5HJDUGLQJ 3URSRVDOV IRU LWV )XWXUH� �� '8.( /�-� �����

������� ������ �´7KURXJK UDWKHU RSDTXH GLVFORVXUH RI LWV XQXVXDO� FRPSOH[� DQG DJJUHVVLYH EXVLQHVV

SUDFWLFHV� (QURQ·V PDQDJHPHQW SXPSHG LWV VWRFN XS � � � �µ�� (� 5LFKLH 5H\HV� $ 3URSRVDO WR 5HVWRUH (IILFLHQF\

DQG ,QWHJULW\ LQWR WKH &DSLWDO 0DUNHWV %\ 0DQGDWLQJ &RUSRUDWH 'LVFORVXUHV RI 5HDO�7LPH ,QIRUPDWLRQ DQG (QFRXUDJLQJ

,QYHVWRU (GXFDWLRQ� �� +$0/,1( -� 38%� /� 	 32/·< ���� ������ ������ �FDWHJRUL]LQJ WKH DOOHJHG ´OLHVµ WKDW

FKDUDFWHUL]H UHFHQW KLJK�SURILOH LQYHVWLJDWLRQV DQG FDVHV��

��� 7KH UHFHQW FULPLQDO LQGLFWPHQW DJDLQVW 0DUWKD 6WHZDUW SURYLGHV DQ H[DPSOH RI WKH FRPSOH[LW\

DQG QRYHOW\ RI WKH VHFXULWLHV IUDXG FODLPV WKDW PD\ EH UDLVHG LQ WKH GLUHFWRU DQG RIILFHU FRQWH[W� ,Q WKDW

LQGLFWPHQW� RQH RI WKH QLQH FKDUJHV EURXJKW DJDLQVW 0DUWKD 6WHZDUW ZDV D VHFXULWLHV IUDXG FODLP UHODWLQJ WR

WKH SXEOLFO\ WUDGHG VHFXULWLHV RI 0DUWKD 6WHZDUW /LYLQJ 2PQLPHGLD� ,QF� �06/2�� WKH SXEOLF FRPSDQ\

IRXQGHG E\ 0DUWKD 6WHZDUW� 7KLV FKDUJH DOOHJHV�

>,@Q DQ HIIRUW WR VWRS RU DW OHDVW VORZ WKH VWHDG\ HURVLRQ RI 06/2·V VWRFN SULFH FDXVHG E\

LQYHVWRU FRQFHUQV� 67(:$57 PDGH RU FDXVHG WR EH PDGH D VHULHV RI IDOVH DQG PLVOHDGLQJ

SXEOLF VWDWHPHQWV GXULQJ -XQH ���� UHJDUGLQJ KHU VDOH RI ,P&ORQH VWRFN RQ 'HFHPEHU ���

���� WKDW FRQFHDOHG WKDW 67(:$57 KDG EHHQ SURYLGHG LQIRUPDWLRQ UHJDUGLQJ WKH VDOH DQG

DWWHPSWHG VDOH RI WKH :DNVDO 6KDUHV DQG WKDW 67(:$57 KDG VROG KHU ,P&ORQH VWRFN ZKLOH

LQ SRVVHVVLRQ RI WKDW LQIRUPDWLRQ� 67(:$57 PDGH WKHVH IDOVH VWDWHPHQWV ZLWK WKH LQWHQW

WR GHIUDXG DQG GHFHLYH SXUFKDVHUV DQG VHOOHUV RI 06/2 FRPPRQ VWRFN DQG WR PDLQWDLQ WKH

YDOXH RI KHU RZQ 06/2 VWRFN E\ SUHYHQWLQJ D GHFOLQH LQ WKH PDUNHW SULFH RI 06/2·V VWRFN�

,QGLFWPHQW DW ������ 8QLWHG 6WDWHV Y� 0DUWKD 6WHZDUW DQG 3HWHU %DFDQRYLF� 1R� �� &U� �6�'�1�<� ILOHG -XQH

�� ������ DYDLODEOH DW KWWS���QHZV�ILQGODZ�FRP�ZVM�GRFV�PVWHZDUW�XVPVSE�����LQG�SGI� ,Q HIIHFW� WKH

LQGLFWPHQW DVVHUWV WKDW LQ O\LQJ DERXW KHU SHUVRQDO WUDGLQJ WUDQVDFWLRQ LQ WKH VWRFN RI DQ XQUHODWHG

FRUSRUDWLRQ �,P&ORQH��0DUWKD 6WHZDUW DOOHJHGO\ DFWHGZLOOIXOO\ WRPDQLSXODWH WKH SXEOLFPDUNHW IRU06/2·V

FRPPRQ VWRFN DQG WR GHFHLYH WKH LQYHVWRUV EX\LQJ DQG VHOOLQJ 06/2 FRPPRQ VWRFN LQ WKDW PDUNHW�
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��� (QURQ·V 6SHFLDO ,QYHVWLJDWLYH&RPPLWWHH IRXQG WKDW (QURQ KDG XVHG VSHFLDO SXUSRVH HQWLWLHV VLQFH

WKH ´HDUO\ ����V�µ 6HH:,//,$0&� 32:(56� -5� (7 $/�� (1521&253�� 5(3257 2) ,19(67,*$7,21 %<

7+( 63(&,$/ ,19(67,*$7,9(&200,77(( 2)7+(%2$5'2)',5(&7256 2) (1521&253� �� �)HE� ��

����� ���� :/ ������ >KHUHLQDIWHU 5(3257 2) ,19(67,*$7,21@�

��� 6HH 6� 5(3� 12� ������� DW ����� ������� 5(3257 2) ,19(67,*$7,21� VXSUD QRWH ��� DW ����

��� 6� 5(3� 12� ������� DW ������ �� �������

��� 6HH LG� DW ������

��� 5(3257 2) ,19(67,*$7,21� VXSUD QRWH ��� DW ��

��� 7KH 8�6� 6HQDWH 3HUPDQHQW 6XEFRPPLWWHH RQ ,QYHVWLJDWLRQV FRQFOXGHG WKDW (QURQ·V ERDUG RI

GLUHFWRUV ´IDLOHG WR VDIHJXDUG (QURQ VKDUHKROGHUV � � � E\ DOORZLQJ (QURQ WR HQJDJH LQ KLJK�ULVN DFFRXQWLQJ�

LQDSSURSULDWH FRQIOLFW RI LQWHUHVW WUDQVDFWLRQV� H[WHQVLYH XQGLVFORVHG RII�WKH�ERRNV DFWLYLWLHV� DQG H[FHVVLYH

FRPSHQVDWLRQ�µ 6� 5(3� 12� ������� DW ��

��� 6HH 'RUH� VXSUD QRWH ��� DW ������ �DVNLQJ WKLV TXHVWLRQ XQGHU ,RZD ODZ��
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��� $V D JHQHUDO PDWWHU� D ERDUG RI GLUHFWRUV WDNHV DFWLRQ E\ DGRSWLQJ D UHVROXWLRQ E\ PDMRULW\ �RU

RWKHU UHTXLUHG� YRWH DW D YDOLGO\ FRQYHQHG PHHWLQJ RU E\ ZULWWHQ FRQVHQW LQ OLHX RI PHHWLQJ� 6HH '(/� &2'(

$11� WLW� �� � ����E�� �I� ������� VHH DOVR 6DXOVEXU\ Y� $PHULFDQ 9XOFDQL]HG )LEUH &R�� �� $� ���� ��� �'HO�

����� �UHIHUULQJ WR ´D FRUSRUDWH DFW LQ WKH VHQVH RI D UHVROXWLRQ RI WKH ERDUG RI GLUHFWRUVµ�� VHH DOVR VXSUD QRWH

�� DQG DFFRPSDQ\LQJ WH[W UHJDUGLQJ WKH SRZHU RI WKH ERDUG RI GLUHFWRUV JHQHUDOO\�

��� 6HH VXSUD QRWH ���

��� ��� $��G ��� �'HO� ������

��� 6HH� H�J�� &HGH 	 &R� Y� 7HFKQLFRORU� ,QF�� ��� $��G ��� �'HO� ������ 0RUDQ Y� +RXVHKROG ,QW·O�

,QF�� ��� $��G ���� �'HO� ������ 3DUQHV Y� %DOO\ (QWP·W &RUS�� 1R� ������ ���� 'HO� &K� /(;,6 �� �'HO�

&K� )HE� ��� ������ 6KDPURFN +ROGLQJV� ,QF� Y� 3RODURLG &RUS�� ��� $��G ��� �'HO� &K� ������

��� 6HH VXSUD QRWH ���

��� 6HH 5&0 6HF� )XQG� ,QF� Y� 6WDQWRQ� ��� )��G ����� ������� ��G &LU� ������ 3DUQHV Y� %DOO\

(QWP·W &RUS�� ��� $��G ����� ������� �'HO� ����� �FLWLQJ ,Q UH -�3� 6WHYHQV 	 &R�� ��� $��G ���� ������

�'HO� &K� ������� *URERZ Y� 3HURW� ��� $��G ���� ��� �'HO� ����� �FLWLQJ 6D[H Y� %UDG\� ��� $��G ���� ���

�'HO� &K� ������� %XW VHH %UHKP Y� (LVQHU� ��� $�G ��� �'HO� ������ 7KH OHDGLQJ FDVHV LQ WKH DUHD RI

VXEVWDQWLYH GXH FDUH DUH QRW 'HODZDUH FDVHV� 6HH -R\ Y� 1RUWK� ��� )��G ��� ��G &LU� ������ FHUW� GHQLHG VXE

QRP� &LW\WUXVW Y� -R\� ��� 8�6� ���� ������ �XQGHU &RQQHFWLFXW ODZ�� /LWZLQ Y� $OOHQ� �� 1�<�6��G ��� �$SS�

'LY� ����� �XQGHU 1HZ <RUN ODZ��

��� %UHKP� ��� $��G DW ��� �´,UUDWLRQDOLW\ LV WKH RXWHU OLPLW RI WKH EXVLQHVV MXGJPHQW UXOH�

,UUDWLRQDOLW\ PD\ EH WKH IXQFWLRQDO HTXLYDOHQW RI WKH ZDVWH WHVW RU LW PD\ WHQG WR VKRZ WKDW WKH GHFLVLRQ LV QRW

PDGH LQ JRRG IDLWK� ZKLFK LV D NH\ LQJUHGLHQW RI WKH EXVLQHVV MXGJPHQW UXOH�µ��

��� 6HH VXSUD QRWH ���

��� 7KH 8�6� 6HQDWH 3HUPDQHQW 6XEFRPPLWWHH RQ ,QYHVWLJDWLRQV IRXQG WKDW (QURQ·V ERDUG RI

GLUHFWRUV ´H[HUFLVHG LQDGHTXDWH RYHUVLJKWµ RI RQH WUDQVDFWLRQ DQG RI FRPSHQVDWLRQ FRQWUROV� 6HH 6�5(3�12�

������� DW ��
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��� 6HH� H�J�� '(/� &2'($11� WLW� �� � ��� �������

��� $W WKDW WLPH� VFKRODUVKLS UHJDUGLQJ SRVVLEOH VWDWH ODZ FKDQJHV FRXOG EH YDOXDEOH� 6HH ,GH� VXSUD

QRWH ��� DW ������ �VXJJHVWLQJ SRVW�(QURQ FKDQJHV HPSRZHUHG E\ VWDWH ODZ��

��� 6HH JHQHUDOO\ 6� 5(3� 12� ������ ������� 5(3257 2) ,19(67,*$7,21� VXSUD QRWH ���

��� 3URIHVVRU 5LEVWHLQ REVHUYHV�

,Q RUGHU WR IL[ WKH PDUNHWV� LW LV QHFHVVDU\ WR XQGHUVWDQG ZK\ WKH LQVLGHUV ZKR SXOOHG

DFFRXQWLQJ VFDPV DW PDMRU SXEOLF FRUSRUDWLRQV WKRXJKW WKH\ FRXOG JHW DZD\ ZLWK WKHP LQ

HIILFLHQW DQG UHJXODWHG VHFXULWLHV PDUNHWV� $ WKRURXJK XQGHUVWDQGLQJ RI WKH SHUSHWUDWRUV·

PRWLYHV ZRXOG VHHP WR EH HVVHQWLDO LQ GHVLJQLQJ UHJXODWLRQ WKDW KDV D VLJQLILFDQW FKDQFH RI

SUHYHQWLQJ IXWXUH IUDXGV� ,W LV WRR VLPSOLVWLF WR DVFULEH WKHVH IUDXGV WR ´JUHHGµ ZLWKRXW

DFFRXQWLQJ IRU WKH ULVN RI GHWHFWLRQ� 1RWDEO\� LQ FRQWUDVW WR QRWRULRXV FURRNV VXFK DV 5REHUW

9HVFR� QRQH RI WKH PDLQ FKDUDFWHUV LQ WKH UHFHQW VFDQGDOV WULHG WR IOHH� 0RUHRYHU� WKH DOOHJHG

SHUSHWUDWRUV ZHUH QRW VKDG\ FULPLQDOV EXW VHHPLQJO\ UHVSRQVLEOH EXVLQHVV SHRSOH ZKR KDG

HDUQHG WKH WUXVW RI WKHLU� HYHQ PRUH UHVSHFWDEOH� PRQLWRUV� )RU H[DPSOH� 6FRWW 6XOOLYDQ� ZKR

LV DFFXVHG RI PDQLSXODWLQJ :RUOG&RP·V ERRNV LQ RUGHU WR PHHW HDUQLQJV WDUJHWV� ZDV

UHJDUGHG DV ´RQH RI WKH EHVW FKLHI ILQDQFLDO RIILFHUV DURXQGµ DQG ´WKH NH\ WR:RUOG&RP ,QF�·V

ILQDQFLDO FUHGLELOLW\�µ +RZ FRXOG VXFK D PDQ KDYH HQJDJHG LQ ODUJH�VFDOH ILQDQFLDO

PDQLSXODWLRQ LI WKLV LV SURYHG WR EH WKH FDVH" 6LPLODU TXHVWLRQV DULVH UHJDUGLQJ WKH VHHPLQJO\

PRUH EODWDQW EHKDYLRU RI VRPH (QURQ LQVLGHUV� SDUWLFXODUO\ $QGUHZ )DVWRZ� ,QGHHG� WKH

LQVLGHUV· FRQGXFW VHHPV SDUWLFXODUO\ SX]]OLQJ� DW OHDVW DW ILUVW JODQFH� JLYHQ DJHQWV· XVXDO

LQFHQWLYHV� 6LQFH DJHQWV EHDU VHYHUH SHQDOWLHV LQ ILUPV LI WKH\ IDLO� LQFOXGLQJ ORVV RI MRE DQG

UHSXWDWLRQ� EXW QRUPDOO\ GR QRW JHW WKH IXOO EHQHILW RI VXFFHVV� LW IROORZV WKDW WKH\ ZRXOG WHQG

WR EH PRUH FDXWLRXV WKDQ WKHLU HPSOR\HUV ZRXOG ZDQW WKHP WR EH� UDWKHU WKDQ WKH UHYHUVH�

/DUU\ (� 5LEVWHLQ� 0DUNHW YV� 5HJXODWRU\ 5HVSRQVHV WR &RUSRUDWH )UDXG� $ &ULWLTXH RI WKH 6DUEDQHV�2[OH\ $FW RI �����

�� ,2:$ -� &253� /� �� �� ������ �IRRWQRWH RPLWWHG�� VHH DOVR &RUSRUDWH ([FHVVHV )XHO 5HJXODWLRQ� *29·7 ),1�

5(9�� 2FW� �� ����� DW ���

��#
��#���������>����
������������������
��"��������<����
��
������
��
��.����!�#/���������
������������ ��
�����
��������������&
�����&������������
  ��&
���#� ��������������� ��������������� � ��
��������#���
��������������"����������
������ �������������"�����
��� ������!��
!
����������������"���
��"�����:"��#�����������
�����
�����
"����������������� ���0��������
���
����
�!������
����
�

�������&�#�
���������
���������� ���
���:"�����������������������
��� 
  
��� ��
�� ��
�� �!���
�"��� �
&� ����  �� ���� ��� ��
�"���#
�����
��&���
��������"�����
&���������������"���&�@"����
�����������
'�������!�#�� ��� ��
�� �
�� 
"������#� ��� ��� ��
��� ��� ��������� ��� 

B�
�
����� ��
���������"���
������
����������
������������%�
��� ��
��������'���
������!�
��� ������!��������"�����&��
����� 
����
#� ��
�!���� �1�� ��"���� ���� �
���� 
��"������� �
  ��

��
�#� 
�� 
&
��
������ � 1�� ��"��� �����"�� ����� ���� �
���� ��
�
�����%�� ��������� 
��� �������� ��
���� ����� ���"��
�#� �"����
=!
������� ����� ����� ��� ��
�!� �������� ��� ������� ��
&����� ��� ��
�� ���
�������"�����
������>����������������������������
���
����#����A
	����"��"�����
����!������������!���
�"���
�����"�����
�����
�� �
�����&�	2����	����	2�������!
���"��������
�!�"���������
&����������
 
���������������
�
�#���� ��&����
�������
����
���!�
�
�������:"��#�
�����
��#�����������������������%����� ��
�������



��)3 �� !"#$ %&��'�( �( ��)% ��)��#"! "� *+������

��� 7KHVH PD\ LQFOXGH GLUHFWRU LQGHSHQGHQFH UHTXLUHPHQWV� 6HH -LOO (� )LVFK� &RUSRUDWH *RYHUQDQFH�

7DNLQJ %RDUGV 6HULRXVO\� �� &$5'2=2 /� 5(9� ���� ������ ������ �QRWLQJ HIIRUWV WR UHYLVH ´GLUHFWRU

TXDOLILFDWLRQ VWDQGDUGV WR HQFRXUDJH JUHDWHU XVH RI GLUHFWRUV ZLWKRXW UHODWLRQVKLSV WKDW FRXOG LQWHUIHUH ZLWK

LQGHSHQGHQW DFWLRQµ�� 7KH 1HZ <RUN 6WRFN ([FKDQJH� ,QF� DQG WKH 1DWLRQDO $VVRFLDWLRQ RI 6HFXULWLHV

'HDOHUV� ,QF� �WKURXJK LWV VXEVLGLDU\� WKH 1DVGDT 6WRFN 0DUNHW� ,QF�� KDYH SURSRVHG WKDW OLVWHG FRPSDQLHV

LPSOHPHQW FRUSRUDWH JRYHUQDQFH JXLGHOLQHV WKDW LQFOXGH GLUHFWRU LQGHSHQGHQFH VWDQGDUGV� 6HH &RUSRUDWH

*RYHUQDQFH� ([FKDQJH $FW 5HOHDVH 1R� �������� �$SULO ��� ������ DYDLODEOH DW

KWWS���ZZZ�VHF�JRY�UXOHV�VUR����������KWP �SURSRVHG 1HZ <RUN 6WRFN ([FKDQJH 5XOHV� DV DPHQGHG��

%RDUG ,QGHSHQGHQFH DQG ,QGHSHQGHQW &RPPLWWHH� ([FKDQJH $FW 5HOHDVH 1R� �������� �0DUFK ��� ������

DYDLODEOH DW KWWS���ZZZ�VHF�JRY�UXOHV�VUR����������KWP �SURSRVHG DPHQGPHQWV WR 1$6' 5XOHV ���� DQG

����� DV DPHQGHG�� VHH DOVR ,GH� VXSUD QRWH ��� DW ��� Q����

��� 3URIHVVRU 2·&RQQRU·V DUWLFOH IRU WKLV V\PSRVLXP LQFOXGHV D IDVFLQDWLQJ GLVFXVVLRQ DQG DQDO\VLV

RI WKH JURXS G\QDPLFV RI (QURQ·V ERDUG RI GLUHFWRUV IURP WKH VWDQGSRLQW RI VRFLDO SV\FKRORJ\ VFKRODUVKLS�

6HH0DUOHHQ $� 2·&RQQRU� 7KH (QURQ %RDUG� 7KH 3HULOV RI *URXSWKLQN� �� 8� &,1� /� 5(9� ���� ������� VHH DOVR

$0LFKHOH 'LFNHUVRQ� $ %HKDYLRUDO $SSURDFK WR $QDO\]LQJ &RUSRUDWH )DLOXUHV� �� :$.( )25(67/�5(9� � ������

�UHJDUGLQJ WKH RYHUFRQILGHQFH ELDV�� 5HVHDUFK LQ WKHVH DQG RWKHU DUHDV RI VRFLDO VFLHQFH RIWHQ OHDG OHJDO

VFKRODUV WR UHWKLQN RQH RU PRUH RI WKH HOHPHQWV RI EDVLF FRUSRUDWH VWUXFWXUH IURP D QHZ YDQWDJH SRLQW�

$ORQJ WKHVH OLQHV� RQH UHFHQW� SRZHUIXO PRGHO IRU UHFRQFHSWXDOL]LQJ WKH FRUSRUDWLRQ LV WKH 7HDP 3URGXFWLRQ

0RGHO� D IUDPHZRUN IRU FRUSRUDWH JRYHUQDQFH EDVHG RQ WKH SULQFLSOH WKDW FRUSRUDWLRQV ´DUH SXEOLF DV ZHOO

DV SULYDWH HQWLWLHV DQG KDYH VRPH REOLJDWLRQ WR VHUYH VRFLDOO\ UHVSRQVLEOH JRDOVµ �730�� 3HWHU &� .RVWDQW�

7HDP 3URGXFWLRQ DQG WKH 3URJUHVVLYH &RUSRUDWH /DZ $JHQGD� �� 8�&� '$9,6 /� 5(9� ��� ������ �DUJXLQJ IRU

LPSOHPHQWDWLRQ RI WKH 730�� .RVWDQW EHOLHYHV WKDW WKH 730 PD\ EHWWHU FRQWURO WKH SKHQRPHQRQ RI

SRZHUIXO LQVLGHUV DQG PRWLYDWH WKH GHYHORSPHQW RI ´QRUPV RI IDLUQHVV�µ ,G� DW �������

>7@KH 730 SRVLWV WKDW WKH ERDUG RI GLUHFWRUV RI SXEOLF FRUSRUDWLRQV PXVW DFW DV DQ

LQGHSHQGHQW PHGLDWLQJ KLHUDUFK LQ RUGHU WR VROYH WKH WHDP SURGXFWLRQ SUREOHP� 7KH

HPSKDVLV RQ LQGHSHQGHQFH LV FUXFLDO� %ODLU DQG 6WRXW LPSOLFLWO\ UHFRJQL]H WKDW WKH SRZHUIXO

LQVLGH VHQLRU FRUSRUDWH RIILFHUV DUH VWDNHKROGHUV EHFDXVH WKHVH PDQDJHUV KDYH WKH SRZHU WR

DFW IRU WKHLU RZQ LQWHUHVWV� 7UDGLWLRQDOO\� WKH VHQLRU LQVLGH PDQDJHUV� DQG HVSHFLDOO\ WKH

&(2V� KDYH FRPSOHWHO\ GRPLQDWHG WKH ERDUG RI GLUHFWRUV� ,I WKLV ZHUH VWLOO WKH FDVH 730

ZRXOG EH D GXELRXV PRGHO IRU WKH SUDFWLFH RI FRUSRUDWH JRYHUQDQFH� ,Q IDFW� DV D UHVXOW RI D

FRQIOXHQFH RI IDFWRUV RYHU WKH SDVW ILIWHHQ \HDUV� WKH SDVVLYH� FDSWLYH� SVHXGR�LQGHSHQGHQW

ERDUG RI GLUHFWRUV LV QR ORQJHU WKH QRUP IRU ODUJH SXEOLF FRUSRUDWLRQV� 7RGD\·V ERDUGV DUH

PRUH LQGHSHQGHQW DQG DFWLYH WKDQ HYHU EHIRUH� DQG EHFDXVH 730 GLVFXVVHV KRZ ERDUGV DUH

LQWHQGHG WR DFW� LWV DSSOLFDWLRQ FDQ KHOS WR VROLGLI\ WKLV WUHQG WRZDUG HYHQ PRUH DFWLYH DQG

LQGHSHQGHQW ERDUGV� :KLOH FRUSRUDWH ODZ FDVHERRNV KDYH GHILQHG ´PDQDJHPHQWµ DV

GLUHFWRUV DQG VHQLRU RIILFHUV� 730 KHOSV WR GLVWLQJXLVK LQGHSHQGHQW� GLVLQWHUHVWHG GLUHFWRUV

IURP SRZHUIXO VHOI�LQWHUHVWHG RIILFHUV�

,G� DW ������� VHH DOVR %ODLU 	 6WRXW� VXSUD QRWH �� �GHVFULELQJ WKH 730��

��� 2QH H[DPSOH RI WKLV SKHQRPHQRQ LV WKH ERDUG RI GLUHFWRUV WKDW LV FRQWUROOHG E\ WKH FRUSRUDWLRQ·V

&KLHI ([HFXWLYH 2IILFHU� )RU D GLVFXVVLRQ RI &(2�GRPLQDWHG ERDUGV RI GLUHFWRUV� VHH 2·&RQQRU� VXSUD QRWH

���

��� 6HH� H�J�� 'RQDOG &� /DQJHYRRUW� 2UJDQL]HG ,OOXVLRQV� $ %HKDYLRUDO 7KHRU\ RI :K\ &RUSRUDWLRQV 0LVOHDG

6WRFN 0DUNHW ,QYHVWRUV �DQG &DXVH 2WKHU 6RFLDO +DUPV�� ��� 8� 3$� /� 5(9� ���� ������ ������ �GHVFULELQJ WKH
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DSSOLFDWLRQ WR ERDUG GHFLVLRQPDNLQJ RI WKH JURXS FRKHVLRQ PRGHO WHUPHG ´JURXSWKLQNµ�� 2·&RQQRU� VXSUD

QRWH ��� DW ����� ���� �GHVFULELQJ ´FDVFDGHVµ DQG ´JURXSWKLQN�µ WZR VRFLDO SV\FKRORJ\ WKHRULHV WKDW PD\

H[SODLQ WKHVH WHQGHQFLHV��

��� 'LFNHUVRQ� VXSUD QRWH ��� DW ��

��� 2QH FRPPHQWDWRU KDV VXJJHVWHG WKDW LQVWLWXWLRQDO LQYHVWRUV FRPPLVVLRQ UHVHDUFKRQ� DPRQJ RWKHU

WKLQJV� ´WKH SV\FKRORJLFDO� EHKDYLRUDO� DQG LQWHOOHFWXDO IDFWRUV DVVRFLDWHG ZLWK EHLQJ DQ HIIHFWLYH LQGHSHQGHQW

GLUHFWRU � � � �µ .HLWK /� -RKQVRQ� 5HEXLOGLQJ &RUSRUDWH %RDUGV DQG 5HIRFXVLQJ 6KDUHKROGHUV IRU WKH 3RVW�(QURQ (UD� ��

67� -2+1·6/�5(9� ���� ��� ������� 0U� -RKQVRQ DOVR VXJJHVWV WKDW VRFLRORJLVWV RU EHKDYLRUDO SV\FKRORJLVWV

DQG EXVLQHVV� HFRQRPLF� DQG OHJDO UHVHDUFKHUV FRQGXFW LQWHUGLVFLSOLQDU\ FRUSRUDWH JRYHUQDQFH UHVHDUFK RQ�

DPRQJ RWKHU WKLQJV� GLUHFWRU EHKDYLRU DQG SUDFWLFHV� ,G� DW �������

��� 6HH5LEVWHLQ� VXSUD QRWH ��� DW ����� �DQDO\]LQJ ZK\ WKH PDUNHW IDLOXUHV DVVRFLDWHG ZLWK WKH UHFHQW

VSDWH RI FRUSRUDWH IUDXG DUH QRW FRQGXFLYH WR VLPSOH UHJXODWRU\ VROXWLRQV��

��� 6HH VXSUD QRWHV ������

��� 6HH5REHUWD 5RPDQR� /DZ DV D 3URGXFW� 6RPH 3LHFHV RI WKH ,QFRUSRUDWLRQ 3X]]OH� � -�/� (&21�

	25*� ���� ��� Q��� ������ �KLJKOLJKWLQJ WKH LPSRUWDQFH RI WKH UROH RI WKH FRUSRUDWH EDU LQPDNLQJ FKDQJHV

WR FRUSRUDWH ODZ��

��� 6HH -HIIUH\ 1� *RUGRQ� :KDW (QURQ 0HDQV IRU WKH 0DQDJHPHQW DQG &RQWURO RI WKH 0RGHUQ %XVLQHVV

&RUSRUDWLRQ� 6RPH ,QLWLDO 5HIOHFWLRQV� �� 8� &+,� /� 5(9� ����� ���� ������ �´(QURQ UHYHDOV WKDW WKH KHXULVWLF

IDLOLQJV RI VPDOO JURXSV PD\ EH � � � SURQRXQFHG�µ��
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��� 6HH �� 8�6�&� � ���� �������

��� 6HH LG� � ����� VHH DOVR:LOOLDP 6� 'XIIH\� -U�� &RUSRUDWH )UDXG DQG $FFRXQWDELOLW\� $ 3ULPHU 2Q 6DUEDQHV�

2[OH\ $FW RI ����� �� 6�&� /� 5(9� ���� ������ �������

��� 6HH �� 8�6�&� � �����

��� 6HH5LEVWHLQ� VXSUD QRWH ��� DW �� �´7KH UHFHQW FRUSRUDWH IUDXGV PD\ KDYH UHODWHG OHVV WR SUREOHPV

ZLWK H[LVWLQJ GLVFORVXUH UHTXLUHPHQWV WKDQ WR ILUPV· IDLOXUH WR FRPSO\ DGHTXDWHO\ ZLWK WKHVH UHTXLUHPHQWV�µ��

��� 6HH LG� �DUJXLQJ WKDW ´WKH UHFHQW FRUSRUDWH IUDXGV GR QRW MXVWLI\ D QHZ HUD RI FRUSRUDWH UHJXODWLRQµ��

VHH DOVR 3HULQR� VXSUD QRWH �� DW ��� �DUJXLQJ WKDW ´KDVWH PDNHV ZDVWHµ�� 3HUKDSV 3DXO .UXJPDQ� RS�HG

FROXPQLVW IRU 7KH 1HZ <RUN 7LPHV� ZDV ULJKW ODVW \HDU� ZKHQ KH QRWHG ´GHPDQGV IRU UHIRUP DUH VFDWWHUVKRW

DQG FRQIXVHG � � � � %XW , WKLQN WKH\ KDYH D FRPPRQ WKHPH� 7KH\·UH DOO DERXW HQGLQJ DQ HUD RI OD[LW\� LQ

ZKLFK QRERG\ DVNHG KDUG TXHVWLRQV DV ORQJ DV HYHU\WKLQJ ORRNHG 2�.� 7KDW HUD LV QRZ RYHU�µ 3DXO

.UXJPDQ� 7KH *UHDW 'LYLGH� 1�<� 7,0(6� -DQ� ��� ����� DW $���

��� 6HH ,GH� VXSUD QRWH ��� DW ��� �GHVFULELQJ WKH SDVVDJH RI 6DUEDQHV�2[OH\ DV ´D FODVVLF H[DPSOH RI

SROLF\ JLYLQJ ZD\ WR SROLWLFV�µ�� 5LEVWHLQ� VXSUD QRWH ��� DW �� �´WKH KDVW\ DGRSWLRQ RI WKH 6DUEDQHV�2[OH\ $FW

LQ WKH PLGVW RI D VWRFN PDUNHW FUDVK ZDV HYHQ OHVV FRQGXFLYH WR FDUHIXO ZHLJKLQJ RI FRVWV DQG EHQHILWV WKDQ

WKH FLUFXPVWDQFHV VXUURXQGLQJ W\SLFDO OHJLVODWLRQµ��

��� 6HH ,GH� VXSUD QRWH ��� DW ��� �´3DUWV RI WKH 6DUEDQHV�2[OH\ OHJLVODWLRQ DQG UHVXOWLQJ UHJXODWRU\

HIIRUWV E\ WKH 6(& DUH KHOSIXO DGGLWLRQV WR WKH GLVFORVXUH UHTXLUHPHQWV� EXW RWKHU SDUWV DUH FXPEHUVRPH
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LQWUXVLRQV LQWR DUHDV LQ ZKLFK VWDWH ODZ KDV JUHDWHU H[SHUWLVH DQG DELOLWLHV�µ�� 5LEVWHLQ� VXSUD QRWH ��� DW ��

�´6DUEDQHV�2[OH\·V HQKDQFHG GLVFORVXUH DQG RWKHU UHTXLUHPHQWV HIIHFWLYHO\ LPSRVH D WD[ RQSXEOLF RZQHUVKLS

RI VWRFNµ��

��� 6HH �� &�)�5� � ������� �������

��� 6HH 6(&� 	 (;&+� &200·1� $'237,212) ,17(*5$7('',6&/2685( 6<67(0� ([FKDQJH $FW

5HOHDVH 1R� ��������� ���� 6(& /(;,6 ���� �0DUFK �� ������

��� 6HH 6� 5(3� 12� ������� DW ���� ������� 5(3257 2) ,19(67,*$7,21� VXSUD QRWH ��� DW ����

��� 2EVHUYDWLRQV DERXW WKH QDWXUH RI WKH IDLOXUHV WKDW FRPSULVH WKH (QURQ PDWWHU KDYH UDQJHG IURP

VSHFXODWLRQ WKDW LQGLYLGXDO� KXPDQ JUHHG DQG FRQGXFW UHJXODWLRQ IDLOXUHV DUH DW WKH URRW RI (QURQ·V ZRHV WR

DVVHUWLRQV WKDW V\VWHPLF IDLOXUH SULQFLSDOO\ LV WR EODPH� 6HH 3DXO .UXJPDQ� $ 6\VWHP &RUUXSWHG� 1�<� 7,0(6�

-DQ� ��� ����� DW $�� �´7KH (QURQ GHEDFOH LV QRW MXVW WKH VWRU\ RI D FRPSDQ\ WKDW IDLOHG� LW LV WKH VWRU\ RI D

V\VWHP WKDW IDLOHG� $QG WKH V\VWHP GLGQ·W IDLO WKURXJK FDUHOHVVQHVV RU OD]LQHVV� LW ZDV FRUUXSWHG�µ��

��� 6HH 5LEVWHLQ� VXSUD QRWH ��� DW �� DQG DFFRPSDQ\LQJ WH[W�
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��� 6� 5(3� 12� ������� DW �� �������

��� 6HH'RQDOG &� /DQJHYRRUW� $JHQF\ /DZ ,QVLGH WKH &RUSRUDWLRQ� 3UREOHPV RI &DQGRU DQG .QRZOHGJH� �� 8�

&,1� /�5(9� ����� DW ������� ������� IRU UHIOHFWLRQV RQ DJHQF\ DWWULEXWLRQ UXOHV� LQFOXGLQJ WKH FXUUHQW VWDWXV

RI WKH DWWULEXWLRQ UXOHV UHIOHFWHG LQ ZRUNLQJ GUDIWV RI WKH 5(67$7(0(17 �7+,5'�2)$*(1&<�

��� 6HH )LVFK� VXSUD QRWH ��� DW ������� )UDQFR� VXSUD QRWH ��� DW ��� Q���� /DQJHYRRUW� 5HUHDGLQJ�

VXSUD QRWH ��� DW ����� ,DQ %� /HH� )DLUQHVV DQG ,QVLGHU 7UDGLQJ� ���� &2/80� %86� /� 5(9� ����

��� 6HH -HQQLIHU 6� 5HFLQH� ([DPLQDWLRQ RI WKH :KLWH &ROODU &ULPH 3HQDOW\ (QKDQFHPHQWV LQ WKH 6DUEDQHV�2[OH\

$FW� �� $0� &5,0� /� 5(9� ����� ���� ������ �´([HFXWLYHV ZKR NQHZ DERXW WKH FRPSDQ\·V ZRUVHQLQJ

ILQDQFLDO FRQGLWLRQ DUH DFFXVHG RI FRQGXFWLQJ � ��� ELOOLRQ LQ LQVLGHU VWRFN VDOHV GXULQJ WKH WLPH WKDW QRQ�

H[HFXWLYH HPSOR\HHV ZHUH EORFNHG IURP WUDGLQJ�µ�� (OLVDEHWK %XPLOOHU� %XVK� LQ ,RZD� 8UJHV 3DWLHQFH LQ :DU

(IIRUW DQG 5HIRUP RI 3HQVLRQ 3ODQV� 1�<�7,0(6� 0DU� �� ����� DW $��� 6WHYHQ*UHHQKRXVH�+RZ:LOO:DVKLQJWRQ

5HDG WKH 6LJQV"� 6DIHJXDUGV IRU ����N�·V� 1�<� 7,0(6� )HE� ��� ����� 6HF� �� DW ���

��� 6HH 0DU\ )ORRG� 7KH )DOO RI (QURQ� ¶(QURQ :DV D +DOO RI 0LUURUV·� 7+(+286� &+521�� $SU� ��

����� DW $�� .DUHQ 0DVWHUVRQ� 6HQDWRUV $VVDLO (QURQ %RDUG� 7+(+286� &+521�� 0D\ �� ����� DW $�� 6WUHHW

6ZHHS� )ULGD\V :LWK )OR\G� �&11 WHOHYLVLRQ EURDGFDVW� $SU� ��� ������ DYDLODEOH DW /(;,61HZV 	 %XVLQHVV )LOH�

1HZV /LEUDU\� 7RP )RZOHU� 7KH )DOO RI (QURQ� 7HVWLPRQ\ RQ /D\ :LQGV 'RZQ� 7+(+286� &+521�� 2FW� ���

����� %86�� DW �� )RU HDFK VWRFN VDOH LQ WKH SXEOLF PDUNHWV� /D\ OLNHO\ ZRXOG KDYH ILOHG D QRWLFH EHIRUH WKH

H[HFXWLQJ WUDQVDFWLRQ XQGHU 5XOH ��� XQGHU WKH 6HFXULWLHV $FW RI ����� DPHQGHG� �� &�)�5� � ��������K�

������ �UHJDUGLQJ )RUP ��� ILOLQJ� DQG DIWHU WKH WUDQVDFWLRQ XQGHU 6HFWLRQ ���D� RI WKH 6HFXULW\ $FW RI ����

DV DPHQGHG� �� &�)�5� � ��������K� ������ �UHJDUGLQJ )RUP � DQG )RUP � ILOLQJV��

��� 6HH &RUSRUDWH ([FHVVHV )XHO 5HJXODWLRQ� VXSUD QRWH ��� $QGUHZ &RXQWU\PDQ� ,QVLGHUV 6HOO DV )DLOXUH

/RRPV� &+,� 75,%�� -XQH ��� ����� DW &� �QRWLQJ D ´EDFNODVK DJDLQVW OHJDO VDOHV RI VWRFN E\ FRPSDQ\

LQVLGHUVµ�� *X\ +DOYHUVRQ� :K\ ¶,QVLGHU· 6WRFN 7UDGHV 0D\ 6RRQ %H 0XFK (DVLHU 7R 7UDFN� &+5,67,$1 6&,�

021,725 �%RVWRQ� 0$�� 0D\ ��� ����� DW ��� 'HERUD 9UDQD 	 :DOWHU +DPLOWRQ� ,PFORQH ,QTXLU\� ,QVLGHU

7UDGLQJ DQ ,VVXH 7KDW :RQ·W *R $ZD\� /�$� 7,0(6� -XQH ��� ����� DW� 3W� �� � �´5HJXODWRUV DOVR DUH WU\LQJ WR

FUDFN GRZQ RQ OHJDO IRUPV RI LQVLGHU WUDGLQJ WKDW PD\ EH SHUFHLYHG DV XQIDLU WR LQYHVWRUV�µ��
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��� �� 8�6�&� � ���� �������

��� 3XE� /� 1R� �������� ��� 6WDW� ���� DW � ��� �DPHQGLQJ �� 8�6�&� � ��S�� VHH DOVR:KLWH +RXVH

%ULHILQJ� 6WDNHRXW 0HGLD $YDLODELOLW\ :LWK 6HQDWRU 3DXO 6DUEDQHV �'�0'�� &KDLUPDQ RI WKH 6HQDWH

%DQNLQJ� +RXVLQJ DQG 8UEDQ $IIDLUV &RPPLWWHH� )ROORZLQJ WKH 6LJQLQJ RI WKH &RUSRUDWH $FFRXQWDELOLW\

%LOO� )('� 1(:6 6(59�� -XO\ ��� ����� DYDLODEOH DW /(;,6 1HZV 	 %XVLQHVV /LEUDU\� 1HZV )LOH �IHDWXULQJ

FRPPHQWV E\ 8�6� 6HQDWRU 3DXO 6DUEDQHV UHJDUGLQJ WKH VLJQLQJ RI 6DUEDQHV�2[OH\��

��� 1XPHURXV VFKRODUV KDYH FRPPHQWHG RQ WKH DPELJXLW\ RI 8�6� LQVLGHU WUDGLQJ UHJXODWLRQ� 6HH�

H�J�� 5REHUWD 6� .DUPHO� %RRN 5HYLHZ� 7KH 5HODWLRQVKLS %HWZHHQ 0DQGDWRU\ 'LVFORVXUH DQG 3URKLELWLRQV $JDLQVW ,QVLGHU

7UDGLQJ� :K\ D 3URSHUW\ 5LJKWV 7KHRU\ RI ,QVLGH ,QIRUPDWLRQ LV 8QWHQDEOH� �� %522.� /� 5(9� ���� ��� �������

/DQJHYRRUW� 5HUHDGLQJ� VXSUD QRWH ��� DW �������� 5LFKDUG:� 3DLQWHU� ,QVLGHU 7UDGLQJ DQG WKH 6WRFN0DUNHW 7KLUW\

<HDUV /DWHU� �� &$6(:�5(6� ���� ������ ������� 6WHYH 7KHO� 6WDWXWRU\ )LQGLQJV DQG ,QVLGHU 7UDGLQJ 5HJXODWLRQ�

�� 9$1'� /� 5(9� ����� ���� �������
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��� 6RPH� IRU H[DPSOH� KDYH DUJXHG IRU DQ DOO�RXW SURKLELWLRQ RQ H[HFXWLYH VWRFN VDOHV� 6HH 3HDUO

0H\HU� 3DQHO 'LVFXVVLRQ� 6KRXOG 'LUHFWRUV (YHU 6HOO"� ',5(&7256	%2$5'6� -XQH ��� ����� DW ���

��� ,Q WKLV UHJDUG� VFKRODUV DQG FRUSRUDWH FRXQVHO VKRXOG FRQVLGHU D IXOO UDQJH RI RSWLRQV� )RU

H[DPSOH� VFKRODUVKLS DJHQGDV PD\ EH UHYLVHG WR WDNH LQWR DFFRXQW IXUWKHU H[SORUDWLRQ RI WKH ZK\ DW (QURQ

DQG RWKHU FRUSRUDWLRQV LQYROYHG LQ WKH FRUSRUDWH IUDXG VFDQGDOV� 7KH REMHFWLYH RI WKLV UHVHDUFK DQG ZULWLQJ�

ZKLFK� DW LWV EHVW� LV OLNHO\ WR EH PXOWL�GLVFLSOLQDU\ LQ QDWXUH� VKRXOG KDYH DV LW REMHFWLYH WKH FUHDWLRQ RI VSHFLILF

SURSRVDOV IRU UHIRUP� ZKHWKHU OHJLVODWLYH� UHJXODWRU\� MXGLFLDO� RU SUDFWLFH�EDVHG� 6FKRODUV ZKR WHDFK PD\

FKRRVH WR EULQJ WKHVH LVVXHV DQG WKHLU DQDO\VHV LQWR WKH FODVVURRP� &RUSRUDWH FRXQVHO LVVXLQJ D OHJDO RSLQLRQ

RQ D WUDQVDFWLRQ PD\ FKDQJH WKH DSSOLFDEOH GXH GLOLJHQFH SURFHGXUHV WR LQFRUSRUDWH OHVVRQV OHDUQHG IURP

(QURQ·V WDQJOHG ZHE� &RUSRUDWH FRXQVHO DOVR PD\ FKRRVH WR XVH QHZ ZHDSRQV DW WKHLU GLVSRVDO �LQFOXGLQJ

WKRVH UHODWLQJ WR WKLUG�SDUW\ UHSRUWLQJ DQG ZLWKGUDZDO IURP UHSUHVHQWDWLRQ� DV D UHVXOW RI OHJDO HWKLFV UHIRUPV

UHVXOWLQJ IURP UHFRPPHQGDWLRQV RI WKH $%$ &RPPLVVLRQ RQ (YDOXDWLRQ RI WKH 0RGHO 5XOHV RI 3URIHVVLRQDO

&RQGXFW �NQRZQ DV (WKLFV ����� DQG IURP WKH 6DUEDQHV�2[OH\ DWWRUQH\ FRQGXFW LQLWLDWLYHV� 6HH9HDVH\� VXSUD

QRWH ���
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