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$EVWUDFW

7KH�SDSHU�SUHVHQWV�D�WKHRUHWLFDO�RXWOLQH�IRU�D�FURVV�QDWLRQDO�FRPSDUDWLYH�VWXG\�RI�EXVLQHVV�DV�
VRFLDWLRQV�� ,W� LGHQWLILHV� WZR� FOXVWHUV� RI� LQGHSHQGHQW� YDULDEOHV� WKDW� DUH� DVVXPHG� WR� DIIHFW� WKH
VWUXFWXUH�RI� LQWHUPHGLDU\�RUJDQL]DWLRQV��SURSHUWLHV�RI� WKH�UHSUHVHQWHG�JURXS��§/RJLF�RI�0HP�
EHUVKLS¨�� DQG� SURSHUWLHV� RI� WKH� VWDWH� DQG� RWKHU� SROLWLFDO� LQVWLWXWLRQV� VXFK� DV� WUDGH� XQLRQV
�§/RJLF�RI�,QIOXHQFH¨��� ,W�JRHV�RQ�WR�GHYHORS�D�PRGHO�RI� WKH�RUJDQL]DWLRQDO�SURSHUWLHV�RI�EXVL�
QHVV�DVVRFLDWLRQV�DV�WKH\�UHVSRQG�WR�WKHVH�WZR�ORJLFV�DQG�WR�RWKHU�IXQFWLRQDO�H[LJHQFLHV��§/RJLF
RI�*RDO�)RUPDWLRQ¨�DQG�§/RJLF�RI�(IIHFWLYH�,PSOHPHQWDWLRQ¨���,Q�D�IXUWKHU�VWHS��WKH�SDSHU�VXJ�
JHVWV� IRXU� GLPHQVLRQV� �§'RPDLQV¨�� §6WUXFWXUHV¨�� §5HVRXUFHV¨�� §2XWSXWV¨�� LQ� ZKLFK� WKH
§RUJDQL]DWLRQDO� GHYHORSPHQW¨� RI� LQWHUHVW� DVVRFLDWLRQV� IURP� ORZHU� WR� KLJKHU� OHYHOV� RI
§RUJDQL]DWLRQDO�FRPSOH[LW\¨�DQG�§VWUDWHJLF�DXWRQRP\¨�FDQ�EH�VWXGLHG�

=XVDPPHQIDVVXQJ

'DV�3DSLHU�HQWKlOW�HLQHQ�WKHRUHWLVFKHQ�(QWZXUI�I�U�HLQH�LQWHUQDWLRQDO�YHUJOHLFKHQGH�6WXGLH�YRQ
:LUWVFKDIWVYHUElQGHQ��(V�EHQHQQW�]ZHL�*UXSSHQ�YRQ�XQDEKlQJLJHQ�9DULDEOHQ��GLH�GLH�6WUXN�
WXU� YRQ� LQWHUPHGLlUHQ� 2UJDQLVDWLRQHQ� EHHLQIOXVVHQ�� (LJHQVFKDIWHQ� GHU� YHUWUHWHQHQ� *UXSSHQ
�µ0LWJOLHGHU�/RJLN§��XQG�(LJHQVFKDIWHQ�GHV�6WDDWHV�XQG�DQGHUHU�SROLWLVFKHU� ,QVWLWXWLRQHQ�ZLH
GHU�*HZHUNVFKDIWHQ� �µ(LQIOX��/RJLN§��� ,P�$QVFKOX��GDUDQ�ZLUG�HLQ�0RGHOO�GHU�RUJDQLVDWRUL�
VFKHQ� (LJHQVFKDIWHQ� YRQ� ,QWHUHVVHQYHUElQGHQ� DOV� $XVGUXFN� GHU� (LQZLUNXQJ� GHU� EHLGHQ� JH�
QDQQWHQ� µ/RJLNHQ§� VRZLH� DQGHUHU� IXQNWLRQDOHU�=ZlQJH� �µ/RJLN�GHU�=LHOIRUPLHUXQJ§�� µ/RJLN
GHU� HIIHNWLYHQ�=LHOYHUZLUNOLFKXQJ§�� HQWZLFNHOW��'DQDFK�ZHUGHQ�YLHU� RUJDQLVDWRULVFKH�'LPHQ�
VLRQHQ� YRUJHVFKODJHQ� �µ'RPlQHQ§�� µ6WUXNWXUHQ§�� µ5HVVRXUFHQ§�� µ7lWLJNHLWHQ§��� LQ� GHQHQ� GLH
µRUJDQLVDWRULVFKH�(QWZLFNOXQJ§�YRQ�,QWHUHVVHQYHUElQGHQ�YRQ�QLHGULJHUHQ�]X�K|KHUHQ�1LYHDXV
µRUJDQLVLHUWHU�.RPSOH[LWlW§�XQG�µVWUDWHJLVFKHU�$XWRQRPLH§�XQWHUVXFKW�ZHUGHQ�NDQQ�
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,QWURGXFWRU\�3UHIDFH

7KH�SUHVHQW�SDSHU��ORQJ�DV�LW�PD\�VHHP��LV�D�FRQVLGHUDEO\�VKRUWHQHG�YHUVLRQ�RI�D�SLHFH�WKDW�DS�
SHDUHG�DV�IDU�EDFN�DV�������ZKHQ�LW�ZDV�SXEOLVKHG�DV�D�GLVFXVVLRQ�SDSHU�DW�WKH�:LVVHQVFKDIWV�
]HQWUXP�%HUOLQ��:=%�'LVFXVVLRQ�3DSHU�,,0�/03���������:KHQ�LW�ZDV�ZULWWHQ��LQ�WKH�VXPPHU
RI������� LW�ZDV� LQWHQGHG� WR� VHUYH�DV�D� UHVHDUFK�GHVLJQ� IRU� D�PXOWLQDWLRQDO� UHVHDUFK�SURMHFW�RQ
EXVLQHVV�DVVRFLDWLRQV���$FWXDOO\��RULJLQDOO\�LW�ZDV�WR�EH�QR�PRUH�WKDQ�D�ORQJ�OHWWHU�WR�WKH�SURMHFW
SDUWLFLSDQWV���7KDW�SURMHFW�JRW�XQGHU�ZD\�VKRUWO\�WKHUHDIWHU��IXQGHG�E\�QXPHURXV�DJHQFLHV��LQ�
FOXGLQJ�WKH�6WLIWXQJ�9RONVZDJHQZHUN��2YHU�WKH�\HDUV�LW�JHQHUDWHG�DQ�HQRUPRXV�QXPEHU�RI�DU�
WLFOHV�DQG�ERRNV��VR�PDQ\�WKDW�XOWLPDWHO\�WKH�DXWKRUV�RI�WKH�GHVLJQ�RI�WKH�UHVHDUFK��ZKR�ZHUH
DOVR�WKH�SURMHFW�FRRUGLQDWRUV��ORVW�WUDFN�RI�WKHP�DQG�JDYH�XS�WU\LQJ�WR�NHHS�D�UHFRUG�

:KDW�WKH\�DOVR�IDLOHG�WR�GR�ZDV�ZULWH�WKH�§ILQDO�ERRN¨�VXPPDUL]LQJ�DOO�WKH�RWKHU�ERRNV�DQG�DU�
WLFOHV�WKDW�WKH�SURMHFW�JHQHUDWHG��7KLV�ZDV�PDLQO\�EHFDXVH�RI�XQSUHGLFWDEOH�FKDQJHV�LQ�SHUVRQDO
FLUFXPVWDQFHV��6FKPLWWHU�ZHQW�IURP�)ORUHQFH�WR�6WDQIRUG��6WUHHFN�IURP�%HUOLQ�WR�0DGLVRQ��DQG
IRU�ERWK�RI�XV� WKLV�EURXJKW�ZLWK� LW� QHZ�FKDOOHQJHV� DQG�REOLJDWLRQV� WKDW�SXVKHG�RXU� §2UJDQL�
]DWLRQ�RI�%XVLQHVV�,QWHUHVWV¨�EDFN�IXUWKHU�EDFN�\HDU�E\�\HDU��%XW�LW�ZDV�DOVR�WUXH�WKDW�WKH�KXJH
GDWD�EDVH�DFFXPXODWHG�E\�WKH�QLQH�FRXQWU\�WHDPV�WKDW�LQ�WKH�HQG�XVHG�WKH������UHVHDUFK�GHVLJQ
WXUQHG�RXW� WR�EH� OHVV� WKDQ�HDVLO\�DFFHVVDEOH� WR�FRPSDUDWLYH�DQDO\VLV��&OHDUO\�ZH�KDG�RYHUHVWL�
PDWHG�RXU�DELOLW\�WR�JHW�QLQH�GLIIHUHQW�JURXSV�RI�SHRSOH�WR�FROOHFW�FRPSDUDEOH�GDWD��QRW�WR�PHQ�
WLRQ�WKH�FDSDFLW\�RI�VWDWLVWLFDO�DQDO\VLV� WR�\LHOG� LQVLJKWV� WKDW�FRXOG�VDWLVI\�RXU� LQWHUHVWV��6R�� IRU
EHWWHU�RU�ZRUVH��WKH�ELJ�ERRN�IHOO�E\�WKH�ZD\VLGH�

:KDW�GLG�QRW�ZHUH�VRPH�RI�WKH�LGHDV�ZH�KDG�GHYHORSHG�LQ�RXU�RYHUVL]HG�UHVHDUFK�GHVLJQ��7KHVH
NHSW� JHWWLQJ� TXRWHG� LQ� OLNHO\� DQG� XQOLNHO\� SODFHV� UHIOHFWLQJ�� LI� QRWKLQJ� HOVH�� WKH� ZLGHVSUHDG
DYDLODELOLW\�RI�SKRWRFRS\LQJ�HTXLSPHQW��1XPHURXV�DXWKRUV��PDQ\�RI�ZKRP�KDG�QHYHU�EHHQ�DV�
VRFLDWHG�ZLWK� WKH�SURMHFW�� XVHG� FRQFHSWV� DQG� LGHDV�ZH�KDG� WHQWDWLYHO\�GHYHORSHG� IRU� LQWHUQDO
SXUSRVHV�� IRU� H[DPSOH� WKH� QRWLRQ� RI� WKH� GLIIHUHQW� §ORJLFV¨� RI� LQIOXHQFH� DQG� PHPEHUVKLS� WR
ZKLFK� LQWHUPHGLDU\� RUJDQL]DWLRQV� DUH� VXEMHFW�� ,QGHHG� RFFDVLRQDOO\�ZH� KHDUG� RXU� ����� SDSHU
EHLQJ� UHIHUUHG� WR� DV� WKH�PRVW� RIWHQ� FLWHG� QRQ�SXEOLFDWLRQ�� HYHQ� D� VRUW� RI� §VHFUHW� FODVVLF¨� IRU
PDQ\�ZRUNLQJ�RQ�FRUSRUDWLVP�DQG�RUJDQL]HG�LQWHUHVWV��DQG�RQH�WKDW�XQIRUWXQDWHO\�ZDV�DFFHVVL�
EOH�RQO\� LI�RQH�NQHZ�VRPHRQH�HOVH�ZKR�KDG�D� FRS\�DQG�ZDV�ZLOOLQJ� WR�PDQXIDFWXUH�DQRWKHU
RQH��&RQILUPDWLRQ�WKDW�RXU�ZRUN��ZKLOH�QHYHU�FRPSOHWHG��ZDV�VWLOO�DOLYH�ZDV�WKH�IDFW�WKDW�RYHU
WKH�\HDUV�ZH�NHSW�JHWWLQJ�UHTXHVWV�IRU�FRSLHV��ORQJ�DIWHU�ZH�KDG�UXQ�RXW�RI�RXU�RZQ�

,W�ZDV�RXU� FROOHDJXH�)ULW]�6FKDUSI�ZKR� ILQDOO\� FRQYLQFHG�XV� WKDW�ZH� VKRXOG�PDNH� WKH�PDQX�
VFULSW�QHZO\�DFFHVVLEOH��$JDLQ�IRU�ODFN�RI�WLPH�ZH�ZHUH�XQDEOH�WR�UHZULWH�DQG�XSGDWH�LW��QRW�WR
VSHDN�RI�SURGXFLQJ�WKH�ERRN�ZH�VKRXOG�KDYH�SURGXFHG�VRPH�ILIWHHQ�\HDUV�DJR��:KDW�ZH�FRXOG
GR�DQG�GLG�ZDV�FXW�WKH�PRUH�WHFKQLFDO�VHFWLRQV�ZKHUH�ZH�GHYHORSHG�WKH�PHDVXUHPHQWV�IRU�WKH
YDULDEOHV�WKDW�ODWHU�WXUQHG�RXW�VR�UHVLVWDQW�WR�TXDQWLWDWLYH�DQDO\VLV��7KHVH�ZHUH�FOHDUO\�RXWGDWHG�
DQG�VR�ZHUH�VRPH�SDVVDJHV�RQ�FRUSRUDWLVP�DV�D�PRGH�RI�JRYHUQDQFH�LQ�DGYDQFHG�LQGXVWULDO�VR�
FLHWLHV��2Q�WKH�ZKROH��KRZHYHU��ZKLOH�WU\LQJ�WR�PDNH�WKH�WH[W�OHVV�WHFKQLFDO�DQG�PRUH�UHDGDEOH�
ZH�SUHVHUYHG� LWV� EDVLF� FRQWHQW� DQG� VWUXFWXUH�� DW� WKH� ULVN� RI� QRW� WDNLQJ�GXH� QRWLFH� RI� ODWHU� UH�
VHDUFK��D�JRRG�SDUW�RI�ZKLFK�RXU�RZQ�ZRUN�KDG�VWLPXODWHG��

$VNLQJ�D�FRPPHUFLDO�SXEOLVKHU�WR�SXEOLVK�DQ�DOPRVW�WZHQW\�\HDU�ROG�UHVHDUFK�GHVLJQ�DV�D�ERRN�
KRZHYHU�HGLWHG��ZRXOG�VXUHO\�KDYH�EHHQ�DVNLQJ�D�OLWWOH�WRR�PXFK��$QG�WR�ZDLW�IRU�QHZ�ZRUN�LQ
WKH�VSLULW�RI�WKH�SURMHFW�WR�EH�ZULWWHQ�IRU�SXEOLFDWLRQ�DORQJVLGH�WKH������PDQXVFULSW�ZRXOG�KDYH
PHDQW�SXWWLQJ�RII� WKH� VHFRQG�HGLWLRQ� IRU�DQRWKHU� WZR�\HDUV�� LI�QRW� LQGHILQLWHO\�� 6R�� WR�EULQJ�D
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ORQJ�VWRU\�WR�D�UHDVRQDEO\�VDWLVIDFWRU\�HQG��ZH�GHFLGHG�WR�SXEOLVK�RXU�ROG�ZRUN�RQFH�DJDLQ�DV�D
GLVFXVVLRQ�SDSHU��WKLV�WLPH�RI�WKH�0D[�3ODQFN�,QVWLWXWH�IRU�WKH�6WXG\�RI�6RFLHWLHV��8QOLNH�LQ�WKH
HDUO\�����V�ZKHQ�HOHFWURQLF�SXEOLFDWLRQ�ZDV�VWLOO�XQNQRZQ��DQG�LQGHHG�WKH�RULJLQDO�PDQXVFULSW
ZDV�VWLOO�SURGXFHG�RQ�D�PDQXDO�W\SHZULWHU����WKLV�SODFHV�LW�DOVR�RQ�WKH�LQWHUQHW��DV�DOO�03,I*�GLV�
FXVVLRQ�SDSHUV�DUH�SRVWHG�WKHUH�IRU�RSWLPDO�DYDLODELOLW\��,I�VRPHRQH�QRZ�ZDQWV�WR�UHDG�RU�TXRWH
§7KH�2UJDQL]DWLRQ�RI�%XVLQHVV�,QWHUHVWV¨��WKLV�ZLOO�QR�ORQJHU�EH�GLIILFXOW�

3KLOLSSH�&��6FKPLWWHU
:ROIJDQJ�6WUHHFN

.|OQ��-DQXDU\�����



3DUW�$

:K\�6WXG\�WKH�2UJDQL]DWLRQ
RI�%XVLQHVV�,QWHUHVWV"
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� 7KH�6XEVWDQWLYH�3UREOHP��%XVLQHVV�,QWHUHVWV�DV�WKH�6XEMHFW�RI�$VVRFLDWLYH
$FWLRQ

7KH�HIIRUWV�RI�EXVLQHVV�WR�DGYDQFH�RU�GHIHQG�LWV�LQWHUHVWV�FROOHFWLYHO\�KDYH�DWWUDFWHG�VXUSULVLQJO\
OLWWOH�DWWHQWLRQ�IURP�VFKRODUV��7KH�OLWHUDWXUH�RQ�FRQWHPSRUDU\�SROLWLFV�DERXQGV�ZLWK�UHIHUHQFHV
WR�WKH�DFWLYLWLHV�RI�LQGLYLGXDO�§FDSWDLQV�RI�LQGXVWU\¨��WKH�UROH�RI�VSHFLILF�HQWHUSULVHV��DQG�WKH�LP�
SXWHG�LQIOXHQFH�RI�FDSLWDOLVWV�DV�D�FODVV��%XW�UHOLDEOH�LQIRUPDWLRQ�RQ��QRW�WR�VSHDN�RI�DQDO\VLV�RI�
WKH�UHVRXUFHV��RUJDQL]DWLRQDO�FKDUDFWHULVWLFV��DFWLYLWLHV�DQG�VWUDWHJLHV�RI�IRUPDO�DVVRFLDWLRQV�VSH�
FLDOL]HG�LQ�WKH�SURPRWLRQ�DQG�SURWHFWLRQ�RI�WUDGH�RU�HPSOR\HU�LQWHUHVWV�LV�UDUH��(YHQ�UDUHU�DUH�HI�
IRUWV� WR� H[SODLQ�KRZ� WKHVH�GLPHQVLRQV�RI� LQWHUHVW�SROLWLFV� HYROYH�RYHU� WLPH�DQG� FKDQJH� LQ� UH�
VSRQVH�WR�YDU\LQJ�FRQWH[WV�DQG�FRQIOLFWV�

7KH�FRQVSLFXRXV�VLOHQFH�RQ�WKH�VXEMHFW�RI�§RUJDQL]LQJ�FDSLWDOLVWV¨�FRPSDUHG��IRU�H[DPSOH��WR�WKH
FRQVLGHUDEOH�QRLVH�JHQHUDWHG�E\�WKH�WRSLF�RI�§RUJDQL]LQJ�ZRUNHUV¨� LV�SX]]OLQJ��3DUW�RI� LW�PD\
VWHP�IURP�D�JHQHUDO�SROLWLFDO�RULHQWDWLRQ�LQ�WKH�VFKRODUO\�FRPPXQLW\��ZKLFK�KDV�ORRNHG�RQ�WKH
FROOHFWLYH�HIIRUWV�RI�HPSOR\HUV�DW�GHIHQGLQJ�WKHLU� LQWHUHVWV�DV� OHVV� OHJLWLPDWH�DQG�FHUWDLQO\� OHVV
KHURLF� WKDQ�FRPSDUDEOH�HIIRUWV�RI�ZRUNHUV��6RPH�RI� WKH� ODFN�RI�DWWHQWLRQ�PD\�EH�DWWULEXWHG�WR
WKH�VHFUHF\�DQG�FRQILGHQWLDOLW\�ZKLFK�WHQGV�WR�VXUURXQG�WKH�RSHUDWLRQ�RI�EXVLQHVV�DVVRFLDWLRQV
DQG��KHQFH��WR�JUHDWHU�SUREOHPV�RI�DFFHVVLELOLW\�E\�VFKRODUV�RI�WKH�GDWD�QHFHVVDU\�WR�HYDOXDWH�WKH
UROH�RI�VXFK�DVVRFLDWLRQV�LQ�SROLWLFDO�OLIH�

$�PRUH�LPSRUWDQW�UHDVRQ��KRZHYHU��ZK\�UHVHDUFK�KDV�E\SDVVHG�WKLV�WRSLF�¥�DIWHU�D�SURPLVLQJ
EXW�DERUWLYH�VWDUW�LQ�WKH�ILUVW�GHFDGHV�RI�WKLV�FHQWXU\�¥�LV�WKDW�REVHUYHUV�RI�TXLWH�GLIIHUHQW�LGHR�
ORJLFDO�DQG�SROLWLFDO�SHUVXDVLRQV�KDYH�WHQGHG�WR�DJUHH�WKDW�VXFK�H[SOLFLW�¥�IRUPDOO\�RUJDQL]HG�¥
H[SUHVVLRQV�RI�FODVV��VHFWRUDO�RU�SURIHVVLRQDO�LQWHUHVW�DUH�UHODWLYHO\�XQLPSRUWDQW�LQ�WKH�SROLWLFDO
SURFHVV��$OWKRXJK� WKH�GDWD�RQ�ZKLFK� WKLV� DVVXPSWLRQ� LV�EDVHG�DUH�YHU\� VFDQW\� DQG� WKH� MXGJ�
PHQWV�TXLWH�LPSUHVVLRQLVWLF��WKH�VXVSLFLRQ�SHUVLVWV�WKDW�WKH�§UHDO¨�SURPRWLRQ�DQG�SURWHFWLRQ�RI
EXVLQHVV�LQWHUHVWV�VRPHKRZ�IORZV�WKURXJK�RWKHU�FKDQQHOV�RI�UHSUHVHQWDWLRQ�DQG�LQIOXHQFH�

&RQVHUYDWLYHV�SRLQW�WR�WKH�FRQWLQXRXV�YROXPH�RI�FRPSODLQWV��XQVDWLVILHG�GHPDQGV�DQG�GHIHQ�
VLYH�DFWLRQV�RI�§SURGXFHU¨�DVVRFLDWLRQV�DV�HYLGHQFH� IRU� WKHLU� LPSRWHQFH��DQG� WR� WKH� VWHDG\� LQ�
FUHDVH�LQ�VWDWH�UHJXODWLRQ�RI�ILUPV�DQG�SXEOLF�LQWHUIHUHQFH�ZLWK�PDUNHWV�DV�SURRI�RI�WKH�FORXW�RI
§DQWL�EXVLQHVV¨�LQWHUHVWV��/LEHUDO�SOXUDOLVWV�REVHUYH�WKH�YDVW�QXPEHU�DQG�YDULHW\�RI�IUDJPHQWHG�
RYHUODSSLQJ�SURSHUWLHG�LQWHUHVWV�RUJDQL]HG�LQWR�PXOWLSOH��VSHFLDOL]HG�DVVRFLDWLRQV�ZLWK�YDU\LQJ
UHVRXUFHV� DQG�SUHFDULRXV� H[LVWHQFHV� DQG�GHQ\� ERWK� WKH� H[LVWHQFH� RI� D� XQLILHG� DQG�GLVWLQFWLYH
LQWHUHVW� RI� EXVLQHVV� DV� D� FODVV� DQG� WKH� UHOHYDQFH� RI� SD\LQJ� DQ\�PRUH� VSHFLDO� DWWHQWLRQ� WR� WKLV
§JURXS¨�WKDQ�WR��VD\��DQWL�YLYLVHFWLRQLVWV��DLUOLQH�SDVVHQJHUV�RU�WD[�SD\HUV�

7KH�VLOHQFH�RQ�WKH�SDUW�RI�0DU[LVWV�LV�PRUH�GLIILFXOW�WR�XQGHUVWDQG��)RU�WKHP��WKH�FODVV�LQWHUHVWV
RI�FDSLWDOLVWV�DUH�UHDO�DQG�DSSUHFLDEOH��DQG�SUHVXPDEO\�WKH\�PXVW�VRPHKRZ�EH�FRQVFLRXVO\�FR�
RUGLQDWHG��0DQ\�FRQWHPSRUDU\�0DU[LVWV�PD\��XQNQRZLQJO\��DJUHH�ZLWK�WKH�VRFLRORJLFDO�REVHU�
YDWLRQ�SXW�IRUWK�E\�)ULHGULFK�(QJHOV�DOUHDG\�LQ������WKDW�

&DSLWDOLVWV�DUH�DOZD\V�RUJDQL]HG��7KH\�QHHG�LQ�PRVW�FDVHV�QR�IRUPDO�XQLRQ��QR�UXOHV��RI�
ILFHUV��HWF��7KHLU�VPDOOHU�QXPEHU��DV�FRPSDUHG�ZLWK� WKDW�RI�ZRUNPHQ�� WKH� IDFW�RI� WKHLU
IRUPLQJ�D�VHSDUDWH�FODVV��WKHLU�FRQVWDQW�VRFLDO�DQG�FRPPHUFLDO�LQWHUFRXUVH�VWDQG�WKHP�LQ
OLHX�RI�WKDW�����(QJHOV�����������������

,I�EXVLQHVV�LQWHUHVWV�GR�QRW��FDQQRW"��ILQG�H[SUHVVLRQ�WKURXJK�IRUPDO�DVVRFLDWLRQDO�FKDQQHOV��WKH
IRFXV�RI�DWWHQWLRQ�PXVW�VKLIW�WR�RWKHU��OHVV�YLVLEOH�FRRUGLQDWLYH�DUUDQJHPHQWV�VXFK�DV�EDQNV��+LO�
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IHUGLQJ��������� LQWHUORFNLQJ�FRUSRUDWH�GLUHFWRUDWHV� �:DUQHU�DQG�8QZDOOD�� ������RU� VRFLDO�JDWK�
HULQJV��'RPKRII���������§6WUXFWXUDO¨�0DU[LVWV�PD\�SUHIHU�WR�WDNH�UHIXJH�LQ�WKH�D[LRPDWLF�SRVL�
WLRQ� WKDW� WKH� FRQWHPSRUDU\� VWDWH� SHUIRUPV� WKH� IXQFWLRQ� RI� PHGLDWLQJ� DQG� FRRUGLQDWLQJ� WKH
KLJKHU�JHQHUDO� LQWHUHVWV� RI� FDSLWDOLVW� UHSURGXFWLRQ��7KH�REVHUYDEOH�� LPPHGLDWH� DQG�RIWHQ� FRQ�
WUDGLFWRU\�H[SUHVVLRQV�RI�LQWHUHVW�RQ�WKH�SDUW�RI�FDSLWDOLVWV�DQG�WKHLU�DVVRFLDWLRQV�DUH��DW�EHVW��WR
EH�WUHDWHG�DV�DQ�LOOXVRU\��FRQYHQLHQW�IDFDGH�GHVLJQHG�WR�SURYLGH�WKH�VWDWH�ZLWK�D�IDOVH�LPDJH�RI
QHXWUDOLW\�DQG�XQLYHUVDOLW\��$W�ZRUVW��WKH\�FRXOG�EH�UHJDUGHG�DV�DQ�LPSHGLPHQW�WR�WKH�UHDOL]D�
WLRQ�RI�WKH�ORQJHU�WHUP�LQWHUHVW�RI�WKH�FODVV�LQ�DFFXPXODWLRQ�DQG�H[SDQGHG�UHSURGXFWLRQ��(UJR�
EXVLQHVV�VKRXOG�QRW�RUJDQL]H� LQWR�DVVRFLDWLRQV�RU�� LI� LW�GRHV�� WKRVH� LQ�SRVLWLRQV�RI� VWDWH�SRZHU
VKRXOG�EH�FDUHIXO�QRW�WR�SD\�DWWHQWLRQ�

(SSXU�VL�PXRYH��'HVSLWH�DOO�WKHVH�UHDVRQV�ZK\�HPSOR\HUV�DQG�HQWUHSUHQHXUV�VKRXOG�QRW�IRUP�DV�
VRFLDWLRQV�RU�ZK\��LI�WKH\�GR��WKH\�DUH�QRW�OLNHO\�WR�EH�VXFFHVVIXO��WKH�RZQHUV�DQG�PDQDJHUV�RI
SURGXFWLYH�SURSHUW\�KDYH� MRLQHG�ZLWK�HDFK�RWKHU� LQ� IRUPDO�RUJDQL]DWLRQV� WR�DGYDQFH�DQG�GH�
IHQG�WKHLU�LQWHUHVWV��(VSHFLDOO\�VLQFH�WKH�GHFDGH�LQ�ZKLFK�(QJHOV�ZURWH��§WUDGHV�XQLRQV�RI�FDSL�
WDOLVWV¨��DV�KH�FDOOHG�WKHP��KDYH�HPHUJHG�LQ�ODUJH�QXPEHUV��7KH\�KDYH��DW�OHDVW�LQ�FHUWDLQ�FDVHV�
DFTXLUHG�D�VXEVWDQWLDO�GHQVLW\�RI�PHPEHUVKLS�DQG�DPDVVHG�FRQVLGHUDEOH�SK\VLFDO�DQG�KXPDQ
UHVRXUFHV�� 7KH\� KDYH� HYHQ� VXFFHHGHG�� LQ� VRPH� FRXQWULHV� DQG� SROLF\� DUHQDV�� LQ� HVWDEOLVKLQJ
WKHPVHOYHV� DV� LQGLVSHQVDEOH� LQWHUPHGLDULHV� LQ� WKH� H[FKDQJHV� EHWZHHQ� LQGLYLGXDO� FDSLWDOLVWV�
WKHLU� ILUPV�DQG� WKH�VWDWH��DQG�DV� LPSRUWDQW�SURYLGHUV�RI� VHUYLFHV� WR� WKHLU�PHPEHUV�DQG�ZLGHU
SXEOLFV�

8QOHVV�ZH�DUH�ZLOOLQJ�WR�EHOLHYH�WKDW�EXVLQHVVPHQ�FUHDWH��MRLQ�DQG�VXSSRUW�VXFK�DVVRFLDWLRQV�DO�
WUXLVWLFDOO\�RU�LUUDWLRQDOO\��RU�XQOHVV�ZH�DUH�SUHSDUHG�WR�GLVPLVV�WKHLU�DFWLYLWLHV�DV�DQ�HODERUDWH
�DQG�H[SHQVLYH��FKDUDGH��ZH�PXVW�UHFRJQL]H�WKDW�§WUDGHV�XQLRQV�RI�FDSLWDOLVWV¨�GR�H[LVW�DQG�RS�
HUDWH�LQ�UHVSRQVH�WR�FDOFXODEOH�UHDVRQV�DQG�VWUDWHJLF�PRWLYHV��:H�PXVW�WKHUHIRUH�WDNH�D�V\VWHP�
DWLF�ORRN�DW�ZK\��ZKHQ�DQG�KRZ�VXFK�DVVRFLDWLRQV�HIIRUWV�KDYH�RFFXUUHG��DQG�ZKDW�KDYH�EHHQ
WKHLU�UHVXOWDQW�HIIHFWV�

� 7KH�7KHRUHWLFDO�'RPDLQ

7KH�SULQFLSDO�WRSLFV�D�VWXG\�RI�EXVLQHVV�DVVRFLDWLRQV�PXVW�DGGUHVV�FDQ�EH�VXPPDUL]HG�LQ�WKUHH
TXHVWLRQV�

����:K\�VKRXOG�WKH�RZQHUV�RI�FDSLWDO��SRVVHVVLQJ�DV�WKH\�DUH�WKH�GLVFUHWLRQDU\�SRZHU�WR�LQYHVW��GH�
YHORS�D�QHHG�IRU�FROOHFWLYH� LQWHUHVW�UHSUHVHQWDWLRQ��DQG�ZKDW�DUH� WKH�VRFLHWDO�FRQGLWLRQV�GHWHU�
PLQLQJ�WKH�VLJQLILFDQFH�RI�FODVV�DVVRFLDWLRQV�DV�LQVWUXPHQWV�XVHG�E\�EXVLQHVV�LQ�WKH�SXUVXLW�RI
LWV�LQWHUHVWV"

����:KDW� VWUXFWXUDO�DUUDQJHPHQWV�DUH� UHTXLUHG��JLYHQ� WKH� EDVLFDOO\� LQGLYLGXDOLVWLF� DQG� FRPSHWLWLYH
VWUXFWXUH�RI� EXVLQHVV� LQWHUHVWV�� IRU�RZQHUV�RI� FDSLWDO� WR�EH�DEOH� WR�DVVRFLDWH�ZLWK�HDFK�RWKHU�DQG
IRUP�FROOHFWLYH�LQWHUHVW�RUJDQL]DWLRQV"

����,V�FROOHFWLYH�LQWHUHVW�UHSUHVHQWDWLRQ�RI�HPSOR\HUV�VXEMHFW�WR�WKH�VDPH�GLDOHFWLFDO�IRUFHV�ZKLFK
KDYH�PDGH�ZRUNHUV�RUJDQL]DWLRQV��RULJLQDOO\�VHW�XS�VROHO\�WR�DGYDQFH�WKH�LQWHUHVWV�RI�WKHLU�FRQ�
VWLWXHQWV�YLV�j�YLV� RWKHU� VRFLDO� JURXSV�� VXEVHTXHQWO\� DVVXPH�JRYHUQLQJ� SURSHUWLHV� LQ� UHODWLRQ� WR
WKHLU�PHPEHUV"



6FKPLWWHU��6WUHHFN��7KH�2UJDQL]DWLRQ�RI�%XVLQHVV�,QWHUHVWV ��

��� 7KH�3ROLWLFDO�,PSHUDWLYHV�IRU�%XVLQHVV�$VVRFLDELOLW\

7KHRULHV�RI�SROLWLFDO�HFRQRP\�DWWHPSW�WR�H[SODLQ�WKH�VWUXFWXUH�DQG�WKH�IXQFWLRQLQJ�RI�SROLWLFDO
V\VWHPV�E\�UHIHUHQFH�WR�§XQGHUO\LQJ¨�HFRQRPLF�VWUXFWXUHV��:KLOH�LQ�SULQFLSOH�WKH�VXEMHFW�RI�SR�
OLWLFDO�HFRQRPLF� WKHRU\� LV� WKH� UHODWLRQVKLS� EHWZHHQ� HFRQRPLF� DQG� SROLWLFDO� DFWLRQ� LQ� JHQHUDO�
PRVW�RI�WKH�GHEDWH�WHQGV�WR�IRFXV�RQ�WKH�UHODWLRQV�EHWZHHQ�SULYDWH�RZQHUVKLS�RI�WKH�PHDQV�RI
SURGXFWLRQ�DQG�SXEOLF� FRQWURO�RYHU� WKH�PHDQV�RI�GRPLQDWLRQ��2QH�K\SRWKHVLV� IUHTXHQWO\�SXW
IRUZDUG�LQ�WKLV�FRQWH[W�LV�WKDW�WKH�HFRQRPLF�GHFLVLRQV�RI�SULYDWH�FDSLWDO�RZQHUV��HVSHFLDOO\�ZLWK
UHJDUG�WR�LQYHVWPHQW��SODFH�VXFK�KHDY\�UHVWULFWLRQV�RQ�WKH�SRVVLEOH�UDQJH�RI�JRYHUQPHQW�SROL�
FLHV�WKDW�FDSLWDO�RZQHUV�FDQ�DIIRUG�WR�FRQFHGH�IRUPDO�DXWRQRP\�WR�WKH�VWDWH�DQG�WR�WROHUDWH�SR�
OLWLFDO�GHPRFUDF\��6LQFH�SULYDWH� FDSLWDO�RZQHUV� FRQWURO� WKH� VRFLHW\ªV�PHDQV�RI�SURGXFWLRQ�DQG
WKXV�SRVVHVV� WKH� UHOHYDQW�HFRQRPLF�SRZHU�� WKH\�DUH�DEOH��DFFRUGLQJ� WR� WKH� WKHRU\�� WR�DGYDQFH
DQG�SURWHFW�WKHLU�LQWHUHVWV�DJDLQVW�SROLWLFDO�LQIULQJHPHQW�ZLWKRXW�VSHFLILFDOO\�KDYLQJ�WR�DFTXLUH
SROLWLFDO�SRZHU��$OWKRXJK�FDSLWDO�RZQHUV�PD\�VRPHWLPHV�ILQG�LW�PRUH�FRQYHQLHQW��DQG�FHUWDLQO\
PRUH�SOHDVDQW�� WR�GHDO�ZLWK�JRYHUQPHQWV�DQG�SDUWLHV�GHOLEHUDWHO\�DQG�RYHUWO\�V\PSDWKHWLF� WR
WKHLU�LGHRORJLFDO�YLHZV��WKHLU�LQIOXHQFH�RQ�WKH�SROLW\�LV�DVVXPHG�WR�UHVW��QRW�RQ�SROLWLFDO�PRELOL�
]DWLRQ��EXW�RQ�WKH�IDFW�WKDW�WKHLU�QRQ�SROLWLFDO��§HFRQRPLFDOO\�UDWLRQDO¨��EHKDYLRU�LQ�WKH�PDUNHW
FRQVWLWXWHV�RQH�RI�WKH�PRVW�IXQGDPHQWDO�FRQGLWLRQV�IRU�WKH�VXFFHVV�RI�DOO�SXEOLF�SROLFLHV�LQ�VXFK
VRFLHWLHV�� $Q\� JRYHUQPHQW� ZKLFK� IDLOV� WR� WDNH� WKLV� FRQVWUDLQW� LQWR� DFFRXQW� DQG� ZKLFK� WDNHV
PHDVXUHV�DGYHUVHO\�DIIHFWLQJ�WKH�ZLOOLQJQHVV�RI�FDSLWDO�RZQHUV�WR�LQYHVW�LV�ERXQG�WR�FUHDWH�HFR�
QRPLF�GLVWXUEDQFHV�ZKLFK�QRW�RQO\�GHVWUR\�WKH�HFRQRPLF�EDVH�RI�VWDWH�DFWLYLWLHV�EXW�DOVR�WHQG�WR
HURGH�WKH�JRYHUQPHQWªV�SROLWLFDO�VXSSRUW��+HQFH��DFFRUGLQJ�WR�WKH�DUJXPHQW��VWDWH�SROLFLHV�WHQG
WR� EH� JHDUHG� WR� WKH� LQWHUHVWV� RI� FDSLWDO� RZQHUV� HYHQ� LI� WKH� JRYHUQPHQW� KDSSHQV� WR� EH� LQ� WKH
KDQGV�RI�QRQ��RU�DQWL�EXVLQHVV�RULHQWHG�SDUWLHV�

2QH� RI� WKH� DGYDQWDJHV� RI� WKLV� DSSURDFK� ¥� ZKLFK� RQH� FDQ� EULHIO\� UHIHU� WR� DV� WKH� §EXVLQHVV�
LQWHUHVWV�DV�IXQFWLRQDO�FRQVWUDLQWV¨�WKHRU\�¥�LV�WKDW�LW�\LHOGV�FOHDU�K\SRWKHVHV�RQ�WKH�VWDWXV�DQG
WKH�FKDUDFWHU�RI�EXVLQHVV�LQWHUHVW�DVVRFLDWLRQV��,I�FDSLWDO�RZQHUV�DV�D�FODVV�DUH�EDVLFDOO\�DEOH�WR
SURPRWH�WKHLU�LQWHUHVWV�ZLWKRXW�HQWHULQJ�WKH�SROLWLFDO�DUHQD�GLUHFWO\��WKHLU�FROOHFWLYH�DVVRFLDWLRQV
DUH�H[FOXVLYHO\�HFRQRPLF�SKHQRPHQD�HPHUJLQJ�LQ�SULQFLSOH�IURP�WKH�LQKHUHQW�VWUDWHJLF�LPSHUD�
WLYHV�RI�PDUNHW�UDWLRQDO�EHKDYLRU��7KLV��LQ�WXUQ��LPSOLHV�WKDW�WKH\�KDYH�QR�UROH�LQ�WKH�LQWHUSUHWD�
WLRQ�DQG�GHILQLWLRQ�RI�WKHLU�PHPEHUVª�VWUXFWXUDO�LQWHUHVWV��DQG�WKDW�WKH\�WKHUHIRUH�DUH�LQ�SULQFL�
SOH� RI� RQO\� VHFRQGDU\� LPSRUWDQFH� IURP� WKH�YLHZSRLQW� RI� WKHLU�PHPEHUV��:KLOH� LW�PD\�EH� UD�
WLRQDO�IRU�EXVLQHVV�LQWHUHVWV�WR�RUJDQL]H�DQG�IRUP�DVVRFLDWLRQV��WKH�FULWHULD�RI�VXFK�UDWLRQDOLW\�DUH
LQ�QR�ZD\�GLIIHUHQW�IURP�WKRVH�JRYHUQLQJ�EHKDYLRU�LQ�WKH�PDUNHW��DQG�DUH�LQ�SDUWLFXODU�QRW�DI�
IHFWHG�E\� WKH� IDFW�DQG�SURFHVV�RI�DVVRFLDELOLW\�DV� VXFK�� ,Q� WKLV� VHQVH��EXVLQHVV�DVVRFLDWLRQV�DUH
KHOG� WR�EH� LQFRPSDUDEOH� WR�SROLWLFDO�RUJDQL]DWLRQV� IRU�ZKLFK� WKH� WUDQVIRUPDWLRQ�RI� LQGLYLGXDO
LQWHUHVW�SHUFHSWLRQV�LQWR�D�FRPPRQ�LQWHUHVW�GHILQLWLRQ�¥�WKH�IRUPDWLRQ��DV�LW�ZHUH��RI�D�FROOHFWLYH
SROLWLFDO�LGHQWLW\�¥�LV�RI�FHQWUDO�LPSRUWDQFH�

&ROOHFWLYH�SROLWLFDO� DFWLRQ�DQG�HFRQRPLF�DFWLRQ� LQ� WKH�PDUNHW�SODFH�DUH�JXLGHG�E\� IXQGDPHQ�
WDOO\�GLIIHUHQW�SULQFLSOHV�DQG�VWUDWHJLF�LPSHUDWLYHV��7R�EHFRPH�SROLWLFDO�DFWRUV�VRFLDO�JURXSV�UH�
TXLUH��DPRQJ�RWKHU�WKLQJV��D�PLQLPDO�GHJUHH�RI�LQWHUQDO�FRKHVLRQ��D�VHQVH�RI�VROLGDULW\�LQ�VSLWH
RI�H[LVWLQJ�LQWHUQDO�GLYLVLRQV��DQG�OHJLWLPDWH�OHDGHUVKLS�VWURQJ�HQRXJK�WR�LPSRVH�GLVFLSOLQH�DQG
LQGLYLGXDO� VDFULILFH� RQ� WKHLU� PHPEHUV�� $OVR�� WR� H[HUFLVH� LQIOXHQFH� ZLWKLQ� WKH� LQVWLWXWLRQDO
IUDPHZRUN�RI�GHPRFUDWLF�SROLWLFDO�V\VWHPV��FROOHFWLYH�DFWRUV�KDYH�WR�EH�DEOH�WR�IRUPXODWH�WKHLU
JRDOV�LQ�WHUPV�RI�FRPPRQO\�DFFHSWHG�YDOXHV�¥�WKH�§SXEOLF�LQWHUHVW¨�¥�DQG�WR�PDNH�WKHLU�SRVLWLRQ
DSSHDU�DV�D�V\PEROLFDOO\�GHILQHG�VRFLDO�VWDWXV�HPERG\LQJ�FHUWDLQ�OHJLWLPDWH�ULJKWV�DQG�HQWLWOH�
PHQWV��:KHWKHU�RU�QRW�D�JURXS�LV�VXFFHVVIXO�DV�D�SROLWLFDO�DFWRU�GHSHQGV�LQ�SULQFLSOH�RQ�LWV�DELOLW\
WR� VROYH� WKHVH� DQG� VLPLODU� SUREOHPV� RI� SROLWLFDO�PRELOL]DWLRQ�� $V� WKLV� DSSOLHV� WR� WKHP� LQ� WKH
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VDPH�ZD\�DV�WR�DOO�RWKHU�VRFLDO�JURXSV��HPSOR\HUV�RU�HQWUHSUHQHXUV�ZKHQ�WKH\�DGRSW�D�SROLWLFDO
PRGH� RI� DFWLRQ� DUH� LQ� D� IXQGDPHQWDOO\� GLIIHUHQW� SRVLWLRQ� WKDQ� WKH\� DUH� LQ� WKH�PDUNHW� SODFH�
ZKLOH�LQ�WKH�ODWWHU�WKH\�DUH�GLVWLQJXLVKHG�IURP�DOO�RWKHU�DFWRUV�E\�WKHLU�XQLTXH�SRZHU�WR�FRQWURO
LQYHVWPHQW��WKH�ORJLF�SUHYDLOLQJ�LQ�D�SROLWLFDO�IUDPH�RI�DFWLRQ�SXWV�WKHP�DW�OHDVW�LQ�SULQFLSOH�RQ
WKH�VDPH�SODLQ�DV�WKHLU�RSSRQHQWV�

7KH�FUXFLDO�GLIIHUHQFH��LQ�RWKHU�ZRUGV��IURP�WKH�YLHZSRLQW�RI�FDSLWDO�RZQHUV�EHWZHHQ�WKH�SROLWL�
FDO� DQG� WKH� HFRQRPLF�GRPDLQ� LV� WKDW� LQ� WKH� IRUPHU� WKH\�KDYH� WR�PHHW� RWKHU�JURXSV�RQ� WHUPV
ZKLFK��XQOLNH�WKH�WHUPV�UHJXODWLQJ�HFRQRPLF�H[FKDQJH�LQ�WKH�PDUNHW�SODFH��GR�QRW�JUDQW�WKHP
DQ�D�SULRUL�DGYDQWDJH��)RU�WKLV�UHDVRQ��IRU�EXVLQHVV�SROLWLFDO�DFWLRQ�FDQ�EH�DVVXPHG�WR�FRQVWLWXWH
D� §VHFRQG� FKRLFH¨�ZKLFK�� VLQFH� LW� GRHV� QRW� JUDQW� FDSLWDO� RZQHUV� VLPLODU� §FRPSHWLWLYH� DGYDQ�
WDJHV¨�DV�GRHV�HFRQRPLF�DFWLRQ�LQ�WKH�PDUNHW�SODFH��LQYROYHV�FRQVLGHUDEOH�ULVNV�DQG�XQFHUWDLQ�
WLHV�� 7KLV� LPSOLHV�� LQ� WXUQ�� WKDW� WKH� GHJUHH� WR� ZKLFK� EXVLQHVV� LQWHUHVW� DVVRFLDWLRQV� EHFRPH
§SROLWLFL]HG¨�LV�GHWHUPLQHG�E\�WKH�H[WHQW�WR�ZKLFK��IRU�ZKDWHYHU�UHDVRQV��WKH�SRZHU�WR�LQYHVW�LV
QRW�� RU� QR� ORQJHU�� VXIILFLHQW� IRU� WKHP� WR� FRQWURO� WKH�SROLWLFDO� SURFHVV� DQG� WR� UHDOL]H� WKHLU� HFR�
QRPLF�LQWHUHVWV��7KH�SROLWLFDO�FKDUDFWHU�RI�EXVLQHVV�LQWHUHVW�DVVRFLDWLRQV�LV�LQ�WKLV�VHQVH�GHSHQG�
HQW� XSRQ� WKH� H[LVWHQFH� RI� VRFLHWDO� FRQGLWLRQV� LQ� ZKLFK� D� QRQ�SROLWLFDO�� LQGLYLGXDO�� PDUNHW�
RULHQWHG�ZD\�IRU�FDSLWDO�RZQHUV�WR�SXUVXH�WKHLU�LQWHUHVWV�GRHV�QRW�OHDG�WR�VDWLVIDFWRU\�UHVXOWV��,W
LV�RQO\�XQGHU�WKH�SUHVVXUH�RI�VXFK�FLUFXPVWDQFHV�WKDW�EXVLQHVV��LQ�FRQWUDGLFWLRQ�WR�ZKDW�LV�DV�
VXPHG�E\�WKH�§IXQFWLRQDO�FRQVWUDLQWV¨�WKHRU\��LV�ZLOOLQJ�WR�HQWHU�GLUHFWO\�LQWR�WKH�SROLWLFDO�DUHQD
LQVWHDG�RI�OLPLWLQJ�LWVHOI�WR�GHWHUPLQLQJ�LWV�SD\�RII�PDWUL[�LQGLUHFWO\�IURP�ZLWKRXW�

7KHUH�PD\�EDVLFDOO\�EH� WKUHH� UHDVRQV�E\�ZKLFK�HQWUHSUHQHXUV�RU�HPSOR\HUV�PD\�EH� IRUFHG� WR
SROLWLFL]H�WKHLU�LQWHUHVWV�DQG�WR�IRUP�FODVV�RU�VHFWRUDO�DVVRFLDWLRQV��)LUVW��ZKLOH�IUHH�FRPSHWLWLRQ
LV�D�EDVLF�IHDWXUH�RI�WKH�FDSLWDOLVW�PRGH�RI�SURGXFWLRQ��FDSLWDO�RZQHUV�LQ�SXUVXLQJ�WKHLU�LQGLYLG�
XDO�LQWHUHVWV�GR�QRW�EULQJ�DERXW�WKH�VSRQWDQHRXV�LQWHJUDWLRQ�RI�WKH�V\VWHP�EXW��WR�WKH�FRQWUDU\�
JHQHUDWH�V\VWHPLF�FRQWUDGLFWLRQV�DQG�FULVHV��7KXV��HYHQ�LQ�KLVWRULFDO�VLWXDWLRQV�LQ�ZKLFK�WKH\��DV
D�FODVV��HQMR\HG�JUHDW�DGYDQWDJHV�RYHU�ZRUNHUV��SUH�LQGXVWULDO�HVWDWHV�DQG�FRQVXPHUV��RQH�FDQ
ZLWQHVV�D�YDULHW\�RI�DWWHPSWV�WR�FRRUGLQDWH��E\�PHDQV�RI�D�QHWZRUN�RI�DVVRFLDWLRQV��LQGLYLGXDO
DQG�VHFWRUDO� LQWHUHVWV�LQ�RUGHU�WR�SUHVHUYH�WKH�YLDELOLW\�RI�WKH�V\VWHP�DV�ZKROH��%DVLF� LVVXHV�LQ
WKLV� VWDJH� RI� DVVRFLDWLRQDO� DFWLYLW\�ZHUH� DWWHPSWV� WR� DYRLG� FXWWKURDW� SULFH� FRPSHWLWLRQ� RQ� WKH
PDUNHW��HIIRUWV�WR�OLPLW�RU�SUHYHQW�DOWRJHWKHU�WKH�DFFHVV�RI�IRUHLJQ�FRPSHWLWRUV�WR�WKH�GRPHVWLF
PDUNHW�� HQGHDYRXUV� WR� IRUP� D� FRPPRQ� IURQW� YLV�j�YLV� WKH� VHOOHUV� RI� EDVLF� UDZ�PDWHULDOV� DQG
RWKHU�VXSSOLHV��DQG�WKH�OLNH�

$�VHFRQG�UHDVRQ�IRU�FDSLWDO�RZQHUV�WR�RUJDQL]H�LV�WKDW�WKHLU�SRZHU�WR�LQYHVW�LV��RU�DW�OHDVW�FRXOG
EH��FKDOOHQJHG�E\�WKH�SROLWLFDO�PRELOL]DWLRQ�RI�ZRUNHUV��,Q�VHYHUDO�KLVWRULFDO�LQVWDQFHV��EXVLQHVV
HIIRUWV�WR�RUJDQL]H�DQG�FRRUGLQDWH�LWV�DFWLRQV�FDPH�DV�D�UHVSRQVH�WR�SULRU�DWWHPSWV�E\�ZRUNHUV�WR
GHIHQG� WKHLU� LQWHUHVWV� WKURXJK� FROOHFWLYH� DFWLRQ�� 7KH� LQVWLWXWLRQDOL]DWLRQ� RI� FODVV� FRQIOLFW�� WKH
VHWWLQJ�RI�VKDUHG�UXOHV�RI�WKH�JDPHV�LQ�ODERU�GLVSXWHV��DQG�WKH�HIIRUW�WR�JXDUDQWHH�D�VWDEOH�DQG
UHOLDEOH� ODERU� VXSSO\�� KDYH� LQFUHDVLQJO\�EHFRPH�PDMRU� FRQFHUQV� RI� EXVLQHVV� DVVRFLDWLRQV�� DQG
WUDGH�XQLRQV�KDYH�EHFRPH�WKHLU�PRVW�LPSRUWDQW�LQVWLWXWLRQDO�SDUWQHUV�

7KLUGO\��ZLWK�WKH�LQFUHDVLQJO\�V\VWHPDWLF�LQWHUYHQWLRQ�RI�WKH�VWDWH�LQWR�WKH�HFRQRP\��WKH�LPSRU�
WDQFH�RI�WKH�PDUNHW�DV�D�PHFKDQLVP�RI�UHVRXUFH�DOORFDWLRQ�KDV�GHFOLQHG�ZKLOH�WKH�LPSRUWDQFH�RI
WKH�SROLW\�KDV�SURSRUWLRQDWHO\�LQFUUHDVHG��2QH��EXW�QRW�WKH�RQO\��UHDVRQ�IRU�WKLV�LV�GHPRFUDWL]D�
WLRQ��$V�SROLWLFDO�GHPRFUDF\�RSHUDWHV�RQ�WKH�SULQFLSOH�RI�§RQH�PDQ�¥�RQH�YRWH¨��LW�KDV�DQ�LQKHUHQW
WHQGHQF\�WR�SURGXFH�LQWHUYHQWLRQLVW�SROLFLHV�DLPHG�DW�HFRQRPLF�UHGLVWULEXWLRQ��'LUHFWO\�RU�LQGL�
UHFWO\��VXFK�SROLFLHV�PD\�WRXFK�XSRQ�WKH�§VRYHUHLJQW\¨�RI�SULYDWH�FDSLWDO�RZQHUV�ZLWK�UHJDUG�WR
LQYHVWPHQW��%XVLQHVV� LQWHUHVW�DVVRFLDWLRQV�KDYH�DOZD\V�VHHQ� LW�DV�RQH�RI� WKHLU� IRUHPRVW� WDVNV� WR



6FKPLWWHU��6WUHHFN��7KH�2UJDQL]DWLRQ�RI�%XVLQHVV�,QWHUHVWV ��

IHQG�RII�SROLWLFDO�DWWDFNV�XSRQ�WKH�IUHHGRP�WR�LQYHVW�DQG�WR�FRQWDLQ�WKH�§LUUDWLRQDO¨�UHGLVWULEXWRU\
WHQGHQFLHV�HPDQDWLQJ� IURP�SROLWLFDO�GHPRFUDF\��2Q� WKH�RWKHU�KDQG�� FROOHFWLYH� LQWHUHVW�DVVRFLD�
WLRQV�DUH�LQ�D�EHWWHU�SRVLWLRQ�WKDQ�LQGLYLGXDO�HQWUHSUHQHXUV�WR�DSSUHFLDWH�WKH�PLQLPXP�RI�SROLWL�
FDOO\� PHGLDWHG� UHGLVWULEXWLRQ� QHFHVVDU\� WR� PDLQWDLQ� WKH� OHJLWLPDF\� RI� WKH� VRFLDO� V\VWHP� DV� D
ZKROH��,Q�FHUWDLQ�FLUFXPVWDQFHV��WKH\�PD\�HYHQ�FRPH�WR�WKH�FRQFOXVLRQ�WKDW�WKH�SUHVHUYDWLRQ�RI
WKH�V\VWHP�DQG�WKH�SURWHFWLRQ�RI�WKH�ORQJ�UXQ�LQWHUHVWV�RI�WKHLU�PHPEHUVKLS�UHTXLUH�WKDW�WKH\�HQ�
IRUFH�WKLV�PLQLPXP�XSRQ�UHOXFWDQW�RU�UHVLVWLQJ�LQGLYLGXDO�PHPEHUV��,Q�WKLV�VHQVH��WKH�PRUH�HFR�
QRPLF� SURFHVVHV� DUH� PHGLDWHG�� IDFLOLWDWHG� DQG� UHJXODWHG� WKURXJK� GHPRFUDWLF� SROLWLFDO� LQVWLWX�
WLRQV��WKH�PRUH�EXVLQHVV�DV�D�ZKROH��RU�VHFWRUV�RI�LW��DUH�GUDZQ�LQWR�WKH�SROLWLFDO�JDPH�DQG�IRUFHG
WR�GHYHORS�D�FDSDFLW\�IRU�FROOHFWLYH�DFWLRQ��$V�D�UHVXOW�DQG�LQ�UHVSRQVH�WR�WKH�GHPRFUDWLF�SROLWLFL�
]DWLRQ� RI� VRFLDO� DQG� HFRQRPLF� H[FKDQJHV�� EXVLQHVV� LQWHUHVWV� PD\� KDYH� WR� EHFRPH� SROLWLFL]HG
WKHPVHOYHV�¥�L�H���PD\�EHFRPH�VXEMHFW�WR�FROOHFWLYH�GHILQLWLRQ�DQG�UHGHILQLWLRQ�ZLWKLQ�WKH�LQVWLWX�
WLRQDOL]HG�SURFHVV�RI�LQWHUHVW�UHSUHVHQWDWLRQ�DQG�LQWHUPHGLDWLRQ�

7KH�H[WHQW�WR�ZKLFK�EXVLQHVV�JURXSV�SXUVXH�WKHLU�LQWHUHVWV�WKURXJK�SROLWLFDO�DFWLRQ�UDWKHU�WKDQ
UHO\LQJ� VROHO\� RQ� WKHLU� SRZHU� WR� LQYHVW� FDQ� EH� GHWHUPLQHG� E\� ORRNLQJ� DW� WKH� RUJDQL]DWLRQDO
VWUXFWXUH�RI�WKHLU�DVVRFLDWLRQV��7KH�SROLWLFDO�DFWLRQ�RI�VRFLDO�FODVVHV�DQG�HFRQRPLF�VHFWRUV�LV��DO�
PRVW�E\�GHILQLWLRQ�LQ�WKH�PRGHUQ�SHULRG��RUJDQL]HG�DFWLRQ��,W�LV�SULPDULO\�WKURXJK�WKH�SURFHVV�RI
GHOLEHUDWH�DQG�SHUPDQHQW�RUJDQL]DWLRQ�WKDW�WKH�VSHFLILF�LPSHUDWLYHV�RI�WKH�SROLWLFDO�GRPDLQ�HQ�
WHU�LQWR�WKH�VRFLDO�UHODWLRQV�RI�D�FROOHFWLYLW\��7KLV�LV�ZK\�WKH�G\QDPLFV�RI�LQWHUHVW�SROLWLFV�H[SUHVV
WKHPVHOYHV�LQ�WHUPV�RI�RUJDQL]DWLRQDO�DQG�LQWHURUJDQL]DWLRQDO�G\QDPLFV��$QDO\]LQJ�WKH�RUJDQ�
L]DWLRQDO�SURSHUWLHV�RI� LQWHUHVW�DVVRFLDWLRQV�� WKHUHIRUH��DQG�UHODWLQJ�WKHP�WR�WKH�VWUXFWXUDO�FRQ�
GLWLRQV�H[LVWLQJ�LQ�WKH�VRFLHW\�DW�ODUJH�PD\�\LHOG�LPSRUWDQW�LQVLJKWV�LQWR�WKH�G\QDPLFV�RI�SROLWL�
FL]DWLRQ�RI�VRFLDO�LQWHUHVWV�DQG�LQWR�WKH�ZD\�VRFLDO�VWUXFWXUHV��HFRQRPLF�UHVRXUFHV�DQG�SROLWLFDO
SURFHVVHV� LQIOXHQFH� HDFK�RWKHU�� 6LQFH� WKH� VWUXFWXUH�RI� LQWHUHVW� DVVRFLDWLRQV� LV� D�SURGXFW�RI� WKH
LQWHUDFWLRQ�EHWZHHQ� WKH� LQGLYLGXDO�DQG� WKH�FROOHFWLYH� LQWHUHVWV�RI� WKH� UHVSHFWLYH�JURXSV�XQGHU
VSHFLILF�FRQVWHOODWLRQV�RI� VRFLHWDO� IRUFHV�� LW� FDQ�VHUYH�DV�DQ� LQGLFDWRU�ERWK�RI� WKH�QDWXUH�RI� WKLV
FRQVWHOODWLRQ�RI�IRUFHV��DQG�RI�LWV�LPSDFW�RQ�WKH�VXEVWDQWLYH�FRQWHQW�RI�WKH�LQWHUHVWV�FRQFHUQHG�
%\�ORRNLQJ�RYHU�WLPH�DW�FKDQJHV�LQ�WKH�IXQFWLRQV�EXVLQHVV�DVVRFLDWLRQV�SHUIRUP�IRU�WKHLU�PHP�
EHUV��RQH�FDQ�GHWHUPLQH�WKH�DUHDV�DQG�VHFWRUV�LQ�ZKLFK�DQ�LQGLYLGXDOLVWLF�SXUVXLW�RI�LQWHUHVWV�LV
RU�KDV�EHFRPH�OHVV�OLNHO\�WR�SUHYDLO��DQG�LQ�ZKLFK�WKH�IUHHGRP�WR�LQYHVW�QR�ORQJHU�ZRUNV�DV�D�UH�
VWULFWLYH�HQRXJK�FRQGLWLRQ�WR�PDNH�SXEOLF�SROLF\�FRQIRUP�TXDVL�DXWRPDWLFDOO\�WR�WKH�LQWHUHVWV�RI
SULYDWH�RZQHUV�RI�FDSLWDO��$OVR��WR�WKH�H[WHQW�WKDW�EXVLQHVV�DVVRFLDWLRQV�LQ�GLIIHUHQW�VRFLDO�HQYL�
URQPHQWV�DQG�QDWLRQ�VWDWHV�GLIIHU� LQ�WKHLU� IXQFWLRQDO�VLJQLILFDQFH�IRU� WKHLU�PHPEHUV��RUJDQL]D�
WLRQDO�DQDO\VLV�FDQ�FRQWULEXWH�WR�GHWHUPLQLQJ�WKH�FRQGLWLRQV�XQGHU�ZKLFK�WKH�FROOHFWLYH�LQWHUHVWV
RI�HPSOR\HUV�DQG�HQWUHSUHQHXUV�JDLQ�LQ�LPSRUWDQFH�DV�FRPSDUHG�WR�WKRVH�GHILQHG�PRUH�WUDGL�
WLRQDOO\� LQ� LQGLYLGXDO�� SXUHO\� HFRQRPLF�� WHUPV�� %\� FRPSDULQJ� WKH� RUJDQL]DWLRQDO� VWUHQJWK� RI
EXVLQHVV�DVVRFLDWLRQV�LQ�UHODWLRQ�WR�WKHLU�VRFLDO�EDVH�LQ�GLIIHUHQW�FRXQWULHV��LQGXVWULDO�VHFWRUV�DQG
KLVWRULFDO�SHULRGV��RQH�FDQ�DUULYH�DW�JHQHUDOL]DEOH�SURSRVLWLRQV�RQ�WKH�FKDQJLQJ�UROH�RI�WKH�SR�
OLWLFDO�V\VWHP�LQ�DGYDQFHG�LQGXVWULDO�VRFLHWLHV��RQ�WKH�YDU\LQJ�VWUXFWXUDO�DQG�KLVWRULFDO�VRXUFHV
RI�VRFLHWDO�SROLWLFL]DWLRQ��DQG�RQ�WKH�GLIIHUHQW�ZD\V�E\�ZKLFK�HFRQRPLF�SRZHU�DIIHFWV�WKH�SROLWL�
FDO�SURFHVV�

��� 7KH�2UJDQL]DWLRQDO�5HTXLUHPHQWV�IRU�%XVLQHVV�$VVRFLDELOLW\

7KH� VHFRQG� RI� WKH� TXHVWLRQV� OLVWHG� DW� WKH� RXWVHW� UHIHUV� WR� WKH� VWUXFWXUDO� UHTXLUHPHQWV� ZKLFK
EXVLQHVV�LQWHUHVW�DVVRFLDWLRQV�PXVW�IXOILO�DV�D�FRQVHTXHQFH�RI�WKH�VSHFLILF�FKDUDFWHULVWLFV�RI� WKH
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LQWHUHVWV�WKH\�UHSUHVHQW��%DVLFDOO\��ZKLOH�RZQHUV�RI�FDSLWDO�DQG�HPSOR\HUV�RI� ODERU�PD\�XQGHU
FHUWDLQ�FRQGLWLRQV�GHYHORS�LQWHUHVWV�ZKLFK�WKH\�FDQ��DQG�PXVW��SXUVXH�DV�D�FROOHFWLYLW\��LPSRU�
WDQW� LQGLYLGXDO� LQWHUHVWV� DOZD\V� SHUVLVW�� VRPH� RI� ZKLFK� DUH� ERXQG� WR� FUHDWH� LQWHUQDO� FRQIOLFW
DPRQJ�WKHP��7KHVH�GHULYH�SULQFLSDOO\�IURP�WKH�IDFW�WKDW�XQGHU�FRPSHWLWLYH�PDUNHW�FRQGLWLRQV
EXVLQHVVPHQ�ZD\V�KDYH� WR� IDFH� WKH�SRVVLELOLW\� RI� EHLQJ�GULYHQ�RXW� RI� EXVLQHVV� E\� WKHLU� FRP�
SHWLWRUV��DQG�WKDW�RQH�RI�WKH�ZD\V�E\�ZKLFK�WKH\�FDQ�HQVXUH�WKHLU�VXUYLYDO�LQ�WKH�PDUNHW�LV�E\
GRLQJ�HYHU\WKLQJ�WKH\�FDQ�WR�HOLPLQDWH�WKHLU�FRPSHWLWLRQ��7R�WKH�H[WHQW�WKDW�WKH�FRQIOLFWV�RI�LQ�
WHUHVW�EHWZHHQ�LQGLYLGXDO�FDSLWDO�RZQHUV�UHIOHFW�WKH�HFRQRPLF�LPSHUDWLYHV�RI�FRPSHWLWLRQ��WKH\
EHFRPH� DOO� WKH�PRUH� VLJQLILFDQW� IRU� WKH� VRFLDO� UHODWLRQVKLSV�ZLWKLQ� D� JURXS� RI� FDSLWDOLVWV� WKH
PRUH�VLPLODU��DQG�WKXV�WKH�PRUH�SRWHQWLDOO\�DVVRFLDEOH��WKH�PHPEHUV�RI�WKH�JURXS�DUH�LQ�WHUPV
RI�WKHLU�LQWHUHVWV��+RPRJHQHLW\��LQ�RWKHU�ZRUGV��ZKLOH�RQ�WKH�RQH�KDQG�LQFUHDVLQJ�WKH�UDQJH�RI
VXEMHFWV�RQ�ZKLFK� FRPPRQ� LQWHUHVWV� FDQ�EH� IRUPXODWHG�� DW� WKH� VDPH� WLPH� IRVWHUV� FRPSHWLWLRQ
DQG�PDNHV�PXWXDO�FRRSHUDWLRQ�PRUH�GLIILFXOW�WR�HVWDEOLVK�

7KLV�GLOHPPD�KDV�IUHTXHQWO\�EHHQ�FRQFHSWXDOL]HG�DV�D�§FRQWUDGLFWLRQ¨�EHWZHHQ�VKRUW�WHUP�DQG
ORQJ�WHUP� LQWHUHVWV� RU�� LQ�PRUH� VXEMHFWLYH� WHUPV�� EHWZHHQ� §VKRUW�VLJKWHG¨� DQG� §HQOLJKWHQHG¨
LQWHUHVW�SHUFHSWLRQV��7KH�SUREOHP�ZLWK�WKLV�GLFKRWRP\�LV�WKDW�LW�FRQYH\V�WKH�LPSUHVVLRQ�WKDW�WKH
DFWRUV�FRQFHUQHG�FDQ�LQ�SUDFWLFH�FKRRVH�ZKLFK�FDWHJRU\�RI�WKHLU�LQWHUHVWV�WKH\�ZLVK�WR�SXUVXH�LQ
D�JLYHQ�VLWXDWLRQ��+RZHYHU��LQ�WKH�UHDO�ZRUOG��WKH�WZR�VLGHV�RI�WKH�GLFKRWRP\�UHSUHVHQW�GLIIHU�
HQW�DVSHFWV�RI�DQ�LQWHJUDWHG�FRPSOH[�RI�VLWXDWLRQDO�LQWHUHVWV��$FWRUV�IROORZLQJ�WKHLU�VKRUW�WHUP
LQWHUHVWV�FDQQRW�EXW�DOVR�DIIHFW�WKHLU�ORQJ�WHUP�LQWHUHVWV��DQG�WR�VDWLVI\�WKHLU�ORQJ�WHUP�LQWHUHVWV
WKH\�PXVW�FRQWLQXRXVO\�UHGHILQH�ZKDW�WKH\�KDYH�SUHYLRXVO\�WDNHQ�WR�EH�WKHLU�VKRUW�WHUP�LQWHU�
HVWV��2QH�RI� WKH� UHDVRQV�ZK\�0DU[�VDZ�FDSLWDOLVW� VRFLHW\�DV�D� VHOI�GHVWUXFWLYH� V\VWHP�ZDV�KLV
EHOLHI�WKDW�FDSLWDOLVWV��H[SRVHG�DV�WKH\�ZHUH�WR�WKH�VWUXFWXUDO�SUHVVXUHV�RI�WKH�PDUNHW��ZRXOG�QRW
EH�DEOH�WR�DFKLHYH�WKHVH�UHGHILQLWLRQV��DQG�WKDW�EHFDXVH�RI�WKLV�WKH\�ZHUH�ERXQG�WR�GHVWUR\��E\
§UDWLRQDOO\¨�IROORZLQJ�WKH�LQWULQVLF�ORJLF�RI�WKHLU�LPPHGLDWH�VLWXDWLRQDO�LQWHUHVWV��WKH�SUHFRQGL�
WLRQV�RI�WKHLU�ORQJ�WHUP�H[LVWHQFH�DV�FDSLWDOLVWV��:KDW�0DU[�GLG�QRW�HQWHUWDLQ��KRZHYHU��ZDV�WKH
SRVVLELOLW\�RI�FDSLWDOLVWV�JHWWLQJ�RUJDQL]HG�DV�DQ�LQWHUHVW�JURXS��RU�D�V\VWHP�RI�LQWHUHVW�JURXSV�
DQG�XVLQJ�RUJDQL]DWLRQDO�FRQWURO�PHFKDQLVPV�WR�HQVXUH�WKH�GD\�WR�GD\�SUHVHQFH�� LQWHUQDOO\�DV
ZHOO�DV�H[WHUQDOO\��RI�WKHLU�FROOHFWLYH�LQWHUHVWV�DV�D�FODVV�DV�RSSRVHG�WR�WKHLU�LQGLYLGXDO��DQG�SR�
WHQWLDOO\�VHOI�GHVWUXFWLYH��LQWHUHVWV�

3XWWLQJ�WKH�SUREOHP�LQ�VRPHZKDW�GLIIHUHQW�WHUPV��IRU�DQ�LQGLYLGXDO�HQWUHSUHQHXU�WKH�GHIHQVH�RI
WKH� IUHH� HQWHUSULVH� V\VWHP� UHSUHVHQWV�� LQ� 2OVRQªV� ������� WHUPLQRORJ\�� D� §FROOHFWLYH� JRRG¨� LQ
ZKLFK�KH�LV�YLWDOO\�LQWHUHVWHG�EXW�WR�ZKLFK�KH�KDV�QR�LQGLYLGXDOO\�UDWLRQDO�UHDVRQ�WR�FRQWULEXWH�
7KH�GLOHPPDV�UDLVHG�E\�WKLV�IRU�WKH�SROLWLFDO�UHSUHVHQWDWLRQ�RI�EXVLQHVV�DUH�QRW�LQ�SULQFLSOH�GLI�
IHUHQW� IURP� WKRVH� DSSO\LQJ� WR� FROOHFWLYH�JRRGV�SURGXFWLRQ��$� FROOHFWLYH�JRRGV�SUREOHP�H[LVWV
ZKHQHYHU�D�JURXS�LV�ODUJH�HQRXJK�IRU�WKH�VXFFHVV�RI�LWV�FROOHFWLYH�HIIRUWV�WR�EH�LQGHSHQGHQW�RI
ZKHWKHU�RU�QRW�RQH�PRUH�LQGLYLGXDO�PHPEHU�LV�SUHSDUHG�WR�FRQWULEXWH�WR�LW��2OVRQ�KLPVHOI�KDV
GUDZQ�RQ�H[DPSOHV�IURP�WKH�XQLRQ�PRYHPHQW�WR�GHPRQVWUDWH�KRZ�WKH�SHUYHUVH�§ORJLF�RI�FRO�
OHFWLYH�DFWLRQ¨�RSHUDWHV�DQG�ZKDW�GLIILFXOWLHV�DQG�FRQWUDGLFWLRQV�KDYH� WR�EH�RYHUFRPH�IRU�FRO�
OHFWLYH� DFWLRQ� WR� EH� SRVVLEOH��2QH� FDQ�K\SRWKHVL]H�� KRZHYHU�� WKDW� WKH� SUREOHPV� RI� SURGXFLQJ
FROOHFWLYH�SROLWLFDO�JRRGV�� LQ� WKH�VHQVH�RI� WKH�ZRUG�XVHG�KHUH�� VKRXOG�EH�HYHQ�PRUH�SURQRXQFHG
DQG�PRUH�YLVLEOH�IRU�HPSOR\HUV�WKDQ�IRU�ZRUNHUV��7KLV�LV�EHFDXVH�FRPSHWLWLRQ�DPRQJ�ZRUNHUV
WHQGV�WR�EH�WHPSHUHG��DW�OHDVW�WR�VRPH�H[WHQW��E\�SUH�H[LVWLQJ�SULPDU\�UHODWLRQVKLSV�SURYLGLQJ
IRU�D�FHUWDLQ�GHJUHH�RI�JURXS�FRKHVLRQ�DQG�QRUPDWLYH�LQWHJUDWLRQ��2Q�WKH�LGHRORJLFDO�OHYHO��WKLV
GLIIHUHQFH�LV�UHIOHFWHG�E\�WKH�IDFW�WKDW�FRPSHWLWLYH�EHKDYLRU�LV�FRQVLGHUHG�PXFK�PRUH�OHJLWLPDWH
DQG�§QDWXUDO¨�DPRQJ�PRGHUQ�HQWUHSUHQHXUV�WKDQ�DPRQJ�ZRUNHUV��:KLOH�DQ�HQWUHSUHQHXU�ZKR
SXVKHV�KLV�FRPSHWLWRUV�RXW�RI�EXVLQHVV�LV�UHFRJQL]HG�E\�RWKHU�HQWUHSUHQHXUV�DV�DQ�H[DPSOH�RI
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VXFFHVV��DQG�LV�DZDUGHG�WKH�UHVSHFW�RI�KLV�SHHUV�IRU�OLYLQJ�XS�WR�VWDQGDUGV�FRPPRQO\�DFFHSWHG
E\�WKH�JURXS��D�ZRUNHU�RXWELGGLQJ�D�IHOORZ�ZRUNHU�WR�JHW�KLV�MRE�UXQV�WKH�ULVN�RI�EHLQJ�RVWUD�
FL]HG�IRU�GLVOR\DOW\�DQG�EUHDFK�RI�VROLGDULW\�

6LQFH�WKH�H[LVWHQFH�RI�FRPSHWLQJ�LQWHUHVWV�LV�PRUH�RSHQO\�DGPLWWHG�DQG�PRUH�HIIHFWLYH�IRU�PDQL�
IHVW�EHKDYLRU� LQ� WKH�FDSLWDO�RZQLQJ�WKDQ� LQ� WKH�ZRUNLQJ�FODVV��EXVLQHVV�DVVRFLDWLRQV�VKRXOG� LQ
SULQFLSOH�EH�D�EHWWHU�VXEMHFW�WKDQ�ODERU�XQLRQV�WR�VWXG\�WKH�PHFKDQLVPV�E\�ZKLFK�WKH�2OVRQLDQ
GLOHPPD�LV�UHVROYHG�RU�QHXWUDOL]HG�LQ�SROLWLFDO�SUDFWLFH��7KLV�DSSOLHV��LQ�SDUWLFXODU��WR�WKH�UROH�RI
RUJDQL]DWLRQDO�FRQWURO�LQ�SUHYHQWLQJ�§IUHH�ULGHUVKLS¨�DQG�LQ�UHDVVXULQJ�LQGLYLGXDO�SDUWLFLSDQWV
WKDW� RWKHUV� ZLOO� DOVR� FRRSHUDWH� DQG� WKDW� WKHLU� RZQ� FRQWULEXWLRQ� WR� WKH� SURGXFWLRQ� RI� WKH
§FROOHFWLYH�JRRG¨�ZLOO�QRW�EH�WDNHQ�DGYDQWDJH�RI�E\�QRQ�FRRSHUDWLYH�FRPSHWLWRUV��,W�DOVR�DSSOLHV
WR� WKH� WHQGHQF\� IRU�DVVRFLDWLRQV�JHQHUDWLQJ�FROOHFWLYH�JRRGV� WR�SURYLGH�DOVR�§VHOHFWLYH�JRRGV¨
WKDW�DUH�DYDLODEOH�RQO\�WR�WKHLU�PHPEHUV��7KLV�IRUFHV�VXFK�DVVRFLDWLRQV�WR�GLYHUVLI\�WKHLU�RXWSXWV�
WR�JHW�LQYROYHG�LQ�D�ZLGH�UDQJH�RI�VHUYLFH�IXQFWLRQV�DQG��WKHUHE\��WR�LQFUHDVH�WKHLU�RZQ�RUJDQ�
L]DWLRQDO�FRPSOH[LW\�

*HQHUDOO\�VSHDNLQJ��WKH�§FROOHFWLYH�JRRGV¨�SUREOHP��DV�LW�DSSOLHV�WR�EXVLQHVV�DVVRFLDWLRQV��HP�
SKDVL]HV�WKH�IDFW�WKDW�RUJDQL]DWLRQV�RI�FDSLWDO�RZQHUV�DQG�HPSOR\HUV�KDYH�WR�FRSH�ZLWK�D�KLJK
GLYHUVLW\�RI�LQWHUHVWV�DPRQJ�WKHLU�FRQVWLWXHQWV��7KLV�PD\�KDYH�WZR�EDVLF�VRXUFHV��:KLOH�VRPH�RI
WKH�SRWHQWLDO� LQWHUHVW� FRQIOLFWV�EHWZHHQ�PHPEHUV�RI�EXVLQHVV�DVVRFLDWLRQV�DUH�GXH� WR� FRPSHWL�
WLRQ��RWKHUV�DULVH�IURP�UHODWLRQVKLSV�RI�PXWXDO�H[FKDQJH��$V�KDV�EHHQ�VDLG�DERYH��WKH�PRUH�KR�
PRJHQHRXV�D�EXVLQHVV�DVVRFLDWLRQ�LV�ZLWK�UHJDUG�WR�LWV�PHPEHUVKLS��WKH�VWURQJHU�WKH�FRPSHWL�
WLRQ�DPRQJ�LWV�PHPEHUV�LQ�WKH�PDUNHW�LV�OLNHO\�WR�EH��&RUUHVSRQGLQJO\��WKH�PRUH�KHWHURJHQHRXV
D� EXVLQHVV� DVVRFLDWLRQ�� WKH� JUHDWHU� WKH�GLYHUVLW\� RI� LQWHUHVWV� FRQFHUQLQJ� UDWHV� RI� H[FKDQJH� EH�
WZHHQ�GLIIHUHQW� IXQFWLRQDO� DUHDV� RU� VHFWRUV� RI� WKH� HFRQRP\�� 7R� WKH� H[WHQW� WKDW� WKH� SROLFLHV� RI
EXVLQHVV�DVVRFLDWLRQV�DUH�FRQFHUQHG�ZLWK�UHJXODWLQJ�WKHVH�H[FKDQJH�UDWHV�� LQWUD�RUJDQL]DWLRQDO
FRQIOLFW�RI� WKH�VHFRQG�W\SH�LV�ERXQG�WR� LQFUHDVH�LQ�SURSRUWLRQ�WR�WKH�VFRSH�DQG�EUHDGWK�RI�WKH
RUJDQL]HG�FROOHFWLYLW\�

7KH�LQWHUQDO�SROLWLFV�RI�EXVLQHVV�DVVRFLDWLRQV�FDQ�EH�FRQFHSWXDOL]HG�DV�FHQWHULQJ�RQ�WKH�SUREOHP
RI�UHFRQFLOLQJ�FRQIOLFWV�VWHPPLQJ�HLWKHU�IURP�LQWHUQDO�KRPRJHQHLW\�RU�IURP�LQWHUQDO�KHWHURJH�
QHLW\��,Q�HLWKHU�FDVH��WKH�FHQWUDO�RUJDQL]DWLRQDO�SUREOHP�RI�VXFK�DVVRFLDWLRQV��PRUH�VR�RU�PRUH
YLVLEO\�VR�WKDQ�LQ�ODERU�XQLRQV��LV�ZKDW�RQH�FRXOG�WHUP�WKH�PDQDJHPHQW�RI�GLYHUVLW\��2QH�RI�WKH
TXHVWLRQV� WKH�SUHVHQW�VWXG\�ZLOO� WU\� WR�DGGUHVV� LV�ZKDW�RUJDQL]DWLRQDO�VWUDWHJLHV�DQG�DUUDQJH�
PHQWV�EXVLQHVV�DVVRFLDWLRQV�XVH�WR�UHVROYH�WKLV�SUREOHP�VR�DV�WR�HQVXUH�WKHLU�RUJDQL]DWLRQDO�DQG
SROLWLFDO�YLDELOLW\��8VLQJ�D�EURDG�LQLWLDO�GLVWLQFWLRQ��RQH�FDWHJRU\�RI�VXFK�DUUDQJHPHQWV�LV�H[WHU�
QDO� WR� WKH� RUJDQL]DWLRQ� DQG� FRQVLVWV� RI� IRUPDO� RU� LQIRUPDO� DVVLVWDQFH� E\� RWKHU� RUJDQL]DWLRQV
SUHVVXULQJ� SRWHQWLDO�PHPEHUV� WR� RUJDQL]H� DQG� IDFLOLWDWLQJ� WKH� HVWDEOLVKPHQW� DQG� WKH�PDLQWH�
QDQFH�RI�UHSUHVHQWDWLYH�PRQRSROLHV��$QRWKHU�FDWHJRU\�DUH� LQWHUQDO�SURYLVLRQV�DQG�SROLFLHV�GH�
VLJQHG�WR�UHFRQFLOH�WKH�LQGLYLGXDO�LQWHUHVWV�RI�WKH�PHPEHUV�ZLWK�WKH�FROOHFWLYH�LQWHUHVW�DV�SXU�
VXHG�E\�WKH�DVVRFLDWLRQ��DQG�WR�EULQJ�WR�EHDU�WKH�ORQJ�UDQJH�LQWHUHVWV�RI�PHPEHUV�RQ�WKHLU�DFWXDO
GD\�WR�GD\�EHKDYLRU��([DPSOHV�UDQJH�IURP�UHOLDQFH�RQ�FKDULVPDWLF� OHDGHUVKLS�DQG�LGHRORJLFDO
PRELOL]DWLRQ�WR�WKH�SURYLVLRQ�RI�VHOHFWLYH�JRRGV�DQG�VHUYLFHV�IXQFWLRQLQJ�� LQ�2OVRQªV�WHUPV��DV
§RXWVLGH� LQGXFHPHQWV¨� WR� MRLQ� WKH� DVVRFLDWLRQ� DQG� FRQIRUP�ZLWK� LWV�SROLFLHV��$OVR� UHOHYDQW� LQ
WKLV�UHVSHFW�DUH�SDUWLFXODU�SDWWHUQV�RI�YRWLQJ�ULJKWV��LQVWLWXWLRQDO�JXDUDQWHHV�RI�LQGLYLGXDO�SULYL�
OHJHV�VXFK�DV�SURWHFWLRQ�RI�VHFUHW�LQIRUPDWLRQ�DJDLQVW�FRPSHWLWRUV�RUJDQL]HG�LQ�WKH�VDPH�DVVR�
FLDWLRQ��IRUPDO�SHQDOWLHV��DQG�LQIRUPDO�HFRQRPLF�VDQFWLRQV�
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��� 7KH�3ROLF\�&RQVHTXHQFHV�RI�%XVLQHVV�$VVRFLDELOLW\

7KH�WKLUG�TXHVWLRQ�LV�FRQFHUQHG�ZLWK�WKH�FRQVHTXHQFHV�RI�WKH�RUJDQL]DWLRQ�RI�EXVLQHVV�LQWHUHVWV
IRU� WKH� SROLWLFDO� SURFHVV� DQG� IRU� WKH�ZD\� DGYDQFHG� LQGXVWULDO� VRFLHWLHV� DUH�� DQG� FDQ� EH�� JRY�
HUQHG��0RUH�VSHFLILFDOO\��LWV�VXEMHFW�LV�WKH�HIIHFW�RI�JHWWLQJ�RUJDQL]HG�RQ�WKH�VXEVWDQFH�RI�EXVL�
QHVV� LQWHUHVWV� DQG� WKH�ZD\� WKHVH�PDNH� WKHPVHOYHV� IHOW� LQ� VRFLHW\��2QH� DGYDQWDJH�RI� WKLV�SHU�
VSHFWLYH� LV� WKDW� LW�PDNHV� LW� SRVVLEOH� WR� GUDZ� WRJHWKHU� DQG� FRPSDUH�� LQ� D� YHU\� VSHFLILF� VHQVH�
HPSOR\HUV�DQG�WUDGH�DVVRFLDWLRQV�ZLWK�ODERU�XQLRQV��&RQFHUQLQJ�WKH�ODWWHU��LW�KDV�RIWHQ�EHHQ�RE�
VHUYHG� WKDW� WKH�JRDOV� WKDW�RULJLQDOO\�PD\�KDYH� OHG� WR� WKHLU� IRUPDWLRQ�KDYH�FRQVHTXHQWO\�EHHQ
VXEMHFW� WR� PRGLILFDWLRQ� E\� ZKDW� RQH� FDQ� FDOO� DQ� §RUJDQL]DWLRQDO� HIIHFW¨�� 6RPH�� OLNH�0LFKHOV�
KDYH�DWWULEXWHG�WKLV�SKHQRPHQRQ��DOVR�NQRZQ�DV�WKH�§JRDO�GLVSODFHPHQW�HIIHFW¨��WR�WKH�LPSDFW
RI� D�QHZO\� HPHUJHG� VWUDWXP�RI�SURIHVVLRQDO� OHDGHUV�ZLWK�YHVWHG� LQWHUHVWV� LQ� WKH� VHFXULW\� DQG
VWDELOLW\�RI�WKH�RUJDQL]DWLRQ�ZKLFK�IRU�WKHP�LV�WKHLU�SULQFLSDO�VRXUFH�RI�LQFRPH�DQG�VWDWXV��2WK�
HUV�KDYH�DUJXHG�WKDW�� WKURXJK�RUJDQL]DWLRQ��VRFLDO�JURXSV�JHW�DFFHVV�WR�QHZ�VWUDWHJLF�SDUDPH�
WHUV�¥�H�J���DUH�HQDEOHG�WR�LQIOXHQFH�VRFLDO�DQG�HFRQRPLF�PDFUR�YDULDEOHV�GLUHFWO\��:KLOH��RQ�WKH
RQH� KDQG�� WKLV� LQFUHDVHV� WKHLU� SRZHU�� RQ� WKH� RWKHU� KDQG� WKH\� DUH� IRUFHG� E\� WKHLU� RZQ� VHOI�
LQWHUHVW�WR�WDNH�LQWR�WKHLU�FDOFXODWLRQV�SRVVLEOH�GLUHFW�DQG�LQGLUHFW�HIIHFWV�RI�WKHLU�DFWLRQV�ZKLFK
WKH\�SUHYLRXVO\� FRXOG�DIIRUG� WR�QHJOHFW��7KLV�PHFKDQLVP�KDV�EHHQ� UHIHUUHG� WR� DV� WKH� HQIRUFH�
PHQW�RI�§HIIHFWLYH�UHVSRQVLELOLW\¨��6WLOO�RWKHUV�KDYH�SRLQWHG�WR�WKH�§VWUDWHJLF�LPSHUDWLYHV¨�ZKLFK
RUJDQL]HG�UHSUHVHQWDWLYHV�RI�FROOHFWLYH�LQWHUHVWV�KDYH�WR�REVHUYH��2QH�RI�WKHVH�LV�WKH�QHHG�IRU�DQ
LQWHUHVW�RUJDQL]DWLRQ� WR�EH�DEOH� WR�HQVXUH� WKDW� LWV�PHPEHUV�VWDQG�E\� WKH�FRPSURPLVHV�QHJRWL�
DWHG�RQ�WKHLU�EHKDOI��DQRWKHU� LV� WKH�QHFHVVLW\� WR�SUHVHUYH�WKH�RUJDQL]DWLRQ�DV�DQ� LQVWUXPHQW�RI
LQWHUHVW�UHSUHVHQWDWLRQ�IRU�WKH�IXWXUH��7KH�FRPPRQ�WKHPH�LQ�WKHVH�DQG�RWKHU�H[SOLFDWLRQV�RI�WKH
§RUJDQL]DWLRQDO�HIIHFW¨�LV�WKDW�LQWHUHVW�DVVRFLDWLRQV��DOWKRXJK�FUHDWHG�RULJLQDOO\�DV�LQVWUXPHQWV�WR
UHSUHVHQW�VSHFLILF�JURXS�LQWHUHVWV�DJDLQVW�WKH�FRQIOLFWLQJ�LQWHUHVWV�RI�RWKHU�JURXSV��FDQ�EHFRPH�¥�E\
WKHLU�URXWLQH�IXQFWLRQLQJ�DQG�RUJDQL]DWLRQDO�VXFFHVV�¥�PHFKDQLVPV�RI�FROOHFWLYH�VHOI�GLVFLSOLQH��7KH
RXWFRPH� RI� WKLV� SURFHVV� PD\� EH� UHIHUUHG� WR� DV� WKH� DVVXPSWLRQ� E\� LQWHUHVW� DVVRFLDWLRQV� RI
§JRYHUQLQJ�SURSHUWLHV¨�

7KH�LQKHUHQW�WHQGHQF\�IRU�VXFHVVIXO�LQWHUHVW�DVVRFLDWLRQV�WR�EHFRPH�UHJXODWLQJ�DJHQFLHV�IRU�WKHLU
FRQVWLWXHQW�LQWHUHVWV�LV�DQ�LPSRUWDQW�IDFWRU�IDFLOLWDWLQJ�WKH�§OLEHUDO�FRUSRUDWLVW¨�LQVWLWXWLRQDOL]D�
WLRQ�RI� LQWHUHVW�JURXSV�DV� VXEV\VWHPV�RI�DQ�§LQWHJUDWHG� V\VWHP�RI� VRFLHWDO�JXLGDQFH¨�� §6HFRQ�
GDU\�LQWHUHVWV¨�JHQHUDWHG�E\�WKH�FUHDWLRQ�RI� ODUJH�IRUPDO�RUJDQL]DWLRQV��§HIIHFWLYH�UHVSRQVLELO�
LW\¨�DV�D�UHVXOW�RI�SDUWLFLSDWLRQ�LQ�SRZHU�DW�WKH�VRFLHWDO�OHYHO��DQG�WKH�§VWUDWHJLF�LPSHUDWLYHV¨�RI
FRQWUDFWXDO��ORQJ�WHUP�LQWHUHVW�LQWHUPHGLDWLRQ�DOO�ZRUN�LQWR�WKH�VDPH�GLUHFWLRQ�LQ�WKDW�WKH\�DGG
WR�LQWHUHVW�SROLWLFV�D�VWURQJ�HOHPHQW�RI�HPHUJHQW�VHOI�UHJXODWLRQ��DQG�WKXV�KHOS�FUHDWH�LPSRUWDQW
SUHFRQGLWLRQV�IRU�WKH�FRRSWDWLRQ�RI�SDUWLFXODULVWLF�LQWHUHVW�LQWR�ODUJHU��PRUH�HQFRPSDVVLQJ�V\V�
WHPV� RI� FRPSURPLVH� DQG� FRRSHUDWLRQ�� ,Q� WKLV�ZD\�� WKH� RUJDQL]DWLRQDO� G\QDPLFV� RI� FROOHFWLYH
LQWHUHVW�SROLWLFV�FDQ�SDYH�WKH�ZD\�IRU�D�FRUSRUDWLVW�GHYROXWLRQ�RI�SXEOLF�DXWKRULW\�WR�IXQFWLRQDO
JURXSV�DQG�IRU�WKH�HVWDEOLVKPHQW�RI�§SULYDWH�JRYHUQPHQWV¨�FRPSOHPHQWLQJ�WKH�IXQFWLRQV�SHU�
IRUPHG� E\� WKH� VWDWH� DQG� UHOLHYLQJ� WKH� VWDWH� RI� GLIILFXOW� SUREOHPV� RI� FRQWURO� DQG� OHJLWLPDWLRQ�
:KLOH�WKH�ZRUNLQJ�RI�WKLV�SURFHVV�KDV�EHHQ�GHPRQVWUDWHG�SHUVXDVLYHO\�IRU�ODERU�RUJDQL]DWLRQV�
OLWWOH�DWWHQWLRQ�KDV�EHHQ�SDLG�WR�WKH�TXHVWLRQ�RI�WKH�FRQGLWLRQV�XQGHU�ZKLFK�LW�FDQ�DOVR�EHFRPH
HIIHFWLYH�RQ�WKH�SDUW�RI�EXVLQHVV�
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6FKPLWWHU��6WUHHFN��7KH�2UJDQL]DWLRQ�RI�%XVLQHVV�,QWHUHVWV ��

� 7KH�&RPSHWLQJ�,PSHUDWLYHV�DQG�/RJLFV�RI�%,$V

7KH�YDVW�YDULHW\�RI�PRWLYHV�LQYROYHG�LQ�EXVLQHVV�DVVRFLDWLYH�DFWLRQ�FRQIRXQGV�DWWHPSWV�DW�WKHR�
UHWLFDO�HOHJDQFH�RU�VLPSOLFLW\��$W�WKH�KHDUW�RI�WKH�GLIILFXOW\�OLHV�WKH�-DQXV�OLNH�QDWXUH�RI�EXVLQHVV
DVVRFLDWLRQV�LQ�WKHLU�UROH�DV�LQWHUPHGLDULHV�EHWZHHQ�DW�OHDVW�WZR�LQGHSHQGHQWO\�FRQVWLWXWHG��UH�
VRXUFHIXO�DQG�VWUDWHJLFDOO\�DFWLYH�VHWV�RI�DFWRUV�¥�EHWZHHQ�ILUPV�RQ�WKH�RQH�KDQG�DQG�VWDWH�DJHQ�
FLHV�DQG�RU�ODERU�RUJDQL]DWLRQV�RQ�WKH�RWKHU��:KDW�LV�PRUH��WKHVH�DFWRU�VHWV�FDQ�FRPELQH�DQG
FROOXGH�GLUHFWO\�ZLWKRXW�HQJDJLQJ�LQ�LQWHUPHGLDWLRQ�XQGHU�DVVRFLDWLRQDO�DXVSLFHV��IRU�H[DPSOH�
ZKHQ�D�ILUP�SUHVVHV�WKH�VWDWH�IRU�SDUWLFXODULVWLF�DGYDQWDJHV��RU�FRQWUDFWV�ZLWK�D�ODERU�RUJDQL]D�
WLRQ�DW�WKH�HQWHUSULVH�RU�ILUP�OHYHO��6RPHKRZ��WKH�%,$��EXVLQHVV�LQWHUHVW�DVVRFLDWLRQ��PXVW�LQVHUW
LWVHOI� LQWR�VXFK�GLUHFW�H[FKDQJHV�RI�PDUNHW��DXWKRULW\�DQG�FRQWUDFW�E\�RIIHULQJ�D�§JRRG¨�DW�DQ
DGYDQWDJHRXV�SULFH�RU�TXDOLW\�WR�LWV�PHPEHU�ILUPV�DQG�RU�WR�VWDWH�DJHQFLHV�DQG�LQWHUHVW�LQWHU�
ORFXWRUV��

%,$V�PXVW��RQ�WKH�RQH�KDQG��VWUXFWXUH�WKHPVHOYHV�DQG�DFW�VR�DV�WR�RIIHU�VXIILFLHQW�LQFHQWLYHV�WR
WKHLU�PHPEHUV�WR�H[WUDFW�IURP�WKHP�DGHTXDWH�UHVRXUFHV�WR�HQVXUH�WKHLU�VXUYLYDO��LI�QRW�JURZWK��

2Q�WKH�RWKHU�KDQG��WKH\�PXVW�EH�RUJDQL]HG�LQ�VXFK�D�ZD\�DV�WR�RIIHU�VXIILFLHQW�LQFHQWLYHV�WR�HQ�
DEOH�WKHP�WR�JDLQ�DFFHVV�WR�DQG�H[HUFLVH�DGHTXDWH�LQIOXHQFH�RYHU�SXEOLF�DXWKRULWLHV��RU�FRQIOLFW�
LQJ� FODVV�DVVRFLDWLRQV�� DQG��KHQFH�� WR� H[WUDFW� IURP� WKLV� H[FKDQJH�DGHTXDWH� UHVRXUFHV� �UHFRJQL�
WLRQ�� WROHUDWLRQ�� FRQFHVVLRQV�� VXEVLGLHV�� HWF��� HQDEOLQJ� WKHP� WR� VXUYLYH� DQG� WR�SURVSHU��� 7KHVH
WZR�§ORJLFV¨�RI�H[FKDQJH�ZH�ODEHO�§WKH�ORJLF�RI�PHPEHUVKLS¨�DQG�WKH�§ORJLF�RI�LQIOXHQFH¨��DQG
RXU�LQLWLDO�RULHQWLQJ�K\SRWKHVLV�LV�WKDW�WKH�RUJDQL]DWLRQDO�SURSHUWLHV�RI�DQ\�%,$�FDQ�EH�YLHZHG
DQDO\WLFDOO\�DV�WKH�RXWFRPH�¥�XVXDOO\�D�FRPSURPLVHG�RQH�¥�RI�WKLV�LQWHUDFWLRQ�

$V� LI� WKLV�ZHUH� QRW� HQRXJK� WR�PDNH� WKH� FKRLFH� RI� VWUXFWXUH�� SURFHGXUH� DQG� DFWLYLW\� GLIILFXOW�
%,$V�PXVW�DOVR�DWWHQG�WR�WZR�RWKHU�VHWV�RI�FRQWHQGLQJ�LPSHUDWLYHV��FKDUDFWHULVWLF�RI�DOO�FRPSOH[
VHUYLFH�RUJDQL]DWLRQV��,Q�D�VHPLQDO�DUWLFOH�RQ�WUDGH�XQLRQV��&KLOG��/RYHULGJH�DQG�:DUQHU��KDYH
LGHQWLILHG�WKHVH�DV�§DGPLQLVWUDWLYH�UDWLRQDOLW\¨�DQG�§UHSUHVHQWDWLYH�UDWLRQDOLW\¨��$W�ILUVW�JODQFH�
WKHVH�DSSHDU� WR� FRUUHVSRQG� �RU�RYHUODS��ZLWK�RXU�§ORJLF�RI� LQIOXHQFH¨�DQG�§ORJLF�RI�PHPEHU�
VKLS¨� UHVSHFWLYHO\�� EXW� XSRQ� UHIOHFWLRQ� WKLV� VHW� RI� SRODU� FKRLFHV� VHHPV� WR� UXQ� RUWKRJRQDO� WR
WKHP��$GPLQLVWUDWLYH� UDWLRQDOLW\�� IRU�ZKLFK�ZH�ZRXOG�SUHIHU� WKH� WHUP�� §ORJLF� RI� HIILFLHQW� LP�
SOHPHQWDWLRQ¨���UHODWHV�WR�WKH�ZD\�§WKDW�VSHFLILHG�WDVNV�RU�RXWFRPHV�DUH�DWWDLQHG�ZLWK�FHUWDLQW\
DQG� HFRQRP\¨� DQG� LQYROYHV� VXFK� SURSHUWLHV� DV� §URXWLQL]DWLRQ� RI� RSHUDWLRQ�� VSHFLDOL]DWLRQ� RI
IXQFWLRQV�� GLUHFWQHVV� RI� FRPPXQLFDWLRQ� DQG� VSHHG� LQ� GHFLVLRQ�PDNLQJ¨�� ,W� GRHV� QRW� VSHFLI\�
KRZHYHU��ZKHWKHU�WKHVH�DUH�DSSOLHG�WR�WKH�DVVRFLDWLRQªV�UHODWLRQVKLS�ZLWK�LWV�PHPEHUV�RU�ZLWK
WKH�VWDWH��5HSUHVHQWDWLYH�UDWLRQDOLW\��ZKLFK�ZH�ZRXOG�FDOO�§WKH�ORJLF�RI�JRDO�IRUPDWLRQ¨���VHHPV
WR�FRUUHVSRQG�PRUH�FORVHO\�WR�RXU�ORJLF�RI�PHPEHUVKLS�RQO\�EHFDXVH�&KLOG�HW�DO��SUHVXPH�WKDW

�������������������������������������������������������
� $GPLWWHGO\��LW�LV�QRW�OLNHO\�WR�KDYH�WR�GHPRQVWUDWH�FRQWLQXRXVO\�LWV�SULFH�RU�TXDOLW\�DGYDQWDJH�VLQFH

UHVRUW�WR�XVLQJ�LWV�VHUYLFHV�PD\�EHFRPH�FXVWRPDU\�RU�OHJDOO\�SURWHFWHG�RYHU�WLPH��1HYHUWKHOHVV��WKH
SRVVLELOLW\�WKDW�LW�FDQ�EH�E\SDVVHG�RU�§RXWVROG¨�E\�RWKHU�DUUDQJHPHQWV�VKRXOG�EH�DQ�LPSRUWDQW�DQG
VDOLHQW�FRQVWUDLQW�RQ�WKH�VWUXFWXUH��EHKDYLRU�DQG�LPSDFW�RI�%,$V�

� 3UHVXPLQJ�WKDW��VLQFH�ZH�DUH�GHDOLQJ�ZLWK�OLEHUDO�VRFLHWLHV��WKHLU�H[LVWHQFH�DQG�WKHLU�IXQGLQJ�FDQQRW
EH�VLPSO\�LPSRVHG�XSRQ�WKHLU�PHPEHUV�E\�ODZ��L�H��DV�=ZDQJVYHUElQGH��:KHUH�VXFK�LV�WKH�FDVH��WKH
RUJDQL]DWLRQDO�SURSHUWLHV�RI�%,$V�FDQ�EH�H[SHFWHG�WR�GLIIHU�VLJQLILFDQWO\�

� 3UHVXPLQJ��RI�FRXUVH��WKDW�LQ�WKH�PRGHUQ�GHPRFUDWLF�SROLW\��%,$V�FDQQRW�VLPSO\�LPSRVH�WKHLU�SUHIHU�
HQFHV�RQ�SXEOLF�SROLF\�PDNHUV�RU�VXSSUHVV�WKH�DFWLYLWLHV�RI�FRQIOLFWLQJ�DVVRFLDWLRQV�

� §7RZDUGV�DQ�2UJDQL]DWLRQDO�6WXG\�RI�7UDGH�8QLRQV¨��6RFLRORJ\������������SS����¥���
� &KLOG�HW�DO��HOVHZKHUH�XVH�WKH�H[SUHVVLRQ�§WKH�ORJLF�RI�D�JRDO�LPSOHPHQWDWLRQ�RU�RSHUDWLRQDO�V\VWHP¨�
� (OVHZKHUH�&KLOG�HW�DO��FDOO�LW�§WKH�ORJLF�RI�D�JRDO�IRUPDWLRQ�RU�SROLF\�GHOLEHUDWLQJ�V\VWHP¨�
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§D�IOH[LELOLW\�RI�RSHUDWLRQV��VXIILFLHQW��WR�VXLW�WKH�QHHGV�RI�GLIIHUHQW�PHPEHUVKLS�JURXSV��D�GX�
SOLFDWLRQ�RI�IXQFWLRQV�LQ�RUGHU�WR�EXLOG�FKHFNV�DQG�EDODQFHV�LQWR�XQLRQ�FRQWURO��D�PXOWLSOLFLW\�RI
FRPPXQLFDWLRQV�LQ�RUGHU�WR�DOORZ�WKH�PD[LPXP�SRVVLEOH�LQWHUFKDQJH�DQG�FROODWLRQ�RI�RSLQLRQ�
DQG�D�KROGLQJ�EDFN�RI�GHFLVLRQ�PDNLQJ�XQWLO�HYHU\�YLHZSRLQW�KDV�EHHQ�H[SUHVVHG¨�FDQ�RQO\�EH
DWWDLQHG� WKURXJK�§ZLGHVSUHDG�PHPEHUVKLS� LQYROYHPHQW¨�� ,I�ZH�GLVVHQW� IURP� WKLV�GHPRFUDWLF
LGHRORJLFDO�SUHVXPSWLRQ� WR� VXJJHVW� WKDW� DVVRFLDWLRQDO� JRDOV�� HVSHFLDOO\� WKRVH� RI� %,$V��PD\�EH
IRUPHG�§IURP�DERYH¨�E\�H[SHUW�FRQVXOWDWLRQ�DQG�ROLJDUFKLF�GRPLQDWLRQ�UDWKHU�WKDQ�§IURP�EH�
ORZ¨�E\�PHPEHU�GHOLEHUDWLRQ��DQG�WKDW�WKH\�PD\�EH�EDVHG�QRW� MXVW�RQ�LPPHGLDWHO\�SHUFHLYHG
VXEMHFWLYH�LQWHUHVWV�EXW�DOVR�XSRQ�ORQJHU�WHUP�FDOFXODWLRQV�DQG�SURMHFWLRQV�RI�REMHFWLYH�LQWHUHVWV�
WKHQ�WKH�ORJLF�RI�JRDO�IRUPDWLRQ�PD\�QRW�EH�FRWHUPLQRXV�ZLWK�WKH�ORJLF�RI�PHPEHUVKLS�

)LJXUH�,�LOOXVWUDWHV�WKH�RUWKRJRQDO�UHODWLRQVKLS�ZKLFK�ZH�SRVWXODWH�H[LVWV�EHWZHHQ�WKH�WZR�VHWV
RI�ORJLFDO�DOWHUQDWLYHV��§$WWHQGLQJ¨�WR�DOO�RI�WKHVH�ZRXOG�LQYROYH�DQ�DVVRFLDWLRQ�LQ�IRXU�W\SHV�RI
DFWLYLW\��3DUWLFLSDWLRQ�IRU�0HPEHUV��5HSUHVHQWDWLRQ�RI�0HPEHUV��6HUYLFHV�WR�0HPEHUV��DQG�&RQWURO
RYHU�0HPEHUV�¥�HDFK�ZLWK�D�FRUUHVSRQGLQJ�W\SH�RI�PRGDO�¨JRRG¨��VROLGDULVWLF��SXEOLF��VHOHFWLYH�RU
DXWKRULWDWLYH� LQ� QDWXUH�� $V� DVVRFLDWLRQV� VWUXFWXUH� WKHPVHOYHV� RUJDQL]DWLRQDOO\� WR� SURYLGH� RQO\
RQH�RI�WKHVH�PRGDO�JRRGV�DQG�VXEPLW�WKHPVHOYHV�WR�WKH�LPSHUDWLYHV�RI�RQO\�RQH�ORJLF�RI�VRFLDO
DFWLRQ��WKH\�WUDQVIRUP�WKHPVHOYHV��DW�WKH�H[WUHPH��LQWR�DQRWKHU�W\SH�RI�VRFLDO�RUJDQL]DWLRQ��)RU
H[DPSOH��DQ�DVVRFLDWLRQ�RQO\�FRQFHUQHG�ZLWK�WKH�HIILFLHQW�LPSOHPHQWDWLRQ�RI�VHOHFWLYH�JRRGV�WR
LWV�PHPEHUV�FXP�FOLHQWV� EHFRPHV� YHU\�PXFK� OLNH� D� EXVLQHVV� ILUP�� ,QYHUVHO\�� RQH�ZKLFK� RQO\
IRUPXODWHV�JRDOV�DQG�VHHNV�WR�KDYH�LQIOXHQFH�E\�H[HUWLQJ�SUHVVXUH�RQ�SXEOLF�DXWKRULWLHV�¥�ZLWK�
RXW�HQFRXUDJLQJ�SDUWLFLSDWLRQ�E\�SURVSHFWLYH�EHQHILFLDULHV��RU�SURYLGLQJ�VHUYLFHV� WR�PHPEHUV�
RU�EHLQJ�DEOH�WR�FRQWURO�PHPEHU�EHKDYLRU�ZLWK�UHVSHFW�WR�VWDWH�REMHFWLYHV�¥� LV�FORVH�WR�EHLQJ�D
VRFLDO� PRYHPHQW�� %,$V� ZKLFK� WKURXJK� OLFHQVLQJ� RU� SROLFLQJ� DFTXLUH� WKH� DELOLW\� WR� SURYLGH
DXWKRULWDWLYH�JRRGV�¥�DQG�GR�QRW�¨DWWHQG¨�WR�RWKHU�DIIDLUV�¥� ORRN�YHU\�PXFK� OLNH�SULYDWH�JRY�
HUQPHQWV��$�FOXE�RU�9HUHLQ�ZRXOG�EH�DQ�DVVRFLDWLRQ�RQO\�FRQFHUQHG�ZLWK�WKH�H[FKDQJH�DQG�FRQ�
VXPSWLRQ�RI�VROLGDULVWLF�JRRGV�DPRQJ�PHPEHUV�EDVHG�RQ�D�KLJK�GHJUHH�RI�LQWHUQDO�LQWHUDFWLRQ
DQG� FRQFHQVXV� DERXW� JRDOV� �H�J�� IHOORZVKLS�� VKDULQJ� RI� NQRZOHGJH� IRU� LWV� RZQ� VDNH�� VSRUWLQJ
FRPSHWLWLRQ��HWF���

:H�EHOLHYH�WKDW�WKLV�QRWLRQ�RI�PXOWLSOH�RUJDQL]DWLRQDO�LPSHUDWLYHV�DQG�ORJLFV�QRW�RQO\�VHUYHV�WR
GHOLPLW�D�FHUWDLQ�§VSDFH¨�DQG�VHW�RI�FRQVWUDLQWV�ZLWKLQ�ZKLFK�LQWHUHVW�DVVRFLDWLRQV��RI�DOO�NLQGV
DQG�QRW� MXVW�EXVLQHVV�RQHV��PXVW�RSHUDWH��EXW�JHQHUDWHV� DQ�DSSURSULDWH� W\SRORJ\�RI� DFWLYLWLHV
ZKLFK�FDQ�EH�XVHG�WR�FODVVLI\�DQG�DQDO\]H�WKH�SHUIRUPDQFH�RI�GLIIHUHQW�DVVRFLDWLRQV��2XU�PRVW
JHQHUDO�K\SRWKHVLV�LV�WKDW��WR�EH�YLDEOH��D�YROXQWDULVWLF��§IUHH¨�DVVRFLDWLRQ�PXVW�KDYH�RUJDQL]DWLRQDO
SURSHUWLHV�IRU�GHDOLQJ�WR�VRPH�GHJUHH�ZLWK�DOO�RI�WKH�IRXU�UHDOPV�RI�DFWLYLW\��EXW�WKDW�VSHFLILF�FRPELQD�
WLRQV�RI�DFWLYLWLHV�DUH�OLNHO\�WR�EH�HPSKDVL]HG��,Q�WKH�WUDGLWLRQDO�OLEHUDO�§SUHVVXUH�JURXS¨�OLWHUD�
WXUH��%,$V�ZHUH�FRQVLGHUHG�WR�EH�QR�GLIIHUHQW�IURP�DQ\�RWKHU�LQWHUHVW�JURXS��DQG�DOO�ZHUH�FRQ�
VLGHUHG�H[FOXVLYHO\�DFWLYH�LQ�ILQGLQJ�D�FRQFHQVXV�DPRQJ�PHPEHUV�E\�HQFRXUDJLQJ�WKHLU�SDUWLFL�
SDWLRQ� DQG� LQ� H[HUWLQJ� SUHVVXUH� XSRQ� JRYHUQPHQW� WKURXJK� LQGHSHQGHQW�� EXW� VHOI�UHVWUDLQHG�
DFWLRQ��$�§SDWKRORJLFDO¨�YHUVLRQ�RI� WKLV� �DFFRUGLQJ�WR�SOXUDOLVWV�� LQYROYHG�DVVRFLDWLRQV��PRVWO\
UDGLFDO�DQWL�FDSLWDOLVW�WUDGH�XQLRQV��ZKLFK�GLG�QRW�PHUHO\�ILQG�EXW�IRUJHG�D�KLJK�OHYHO�RI�FRQVHQ�
VXV�DURXQG�LQWHQVLYH��§VXE�FXOWXUDO¨��FODVV�VROLGDULW\�DQG�WKHQ�XVHG�WKLV�PRELOL]DWLRQ�SRWHQWLDO
WR� DWWDFN� H[LVWLQJ� LQVWLWXWLRQV� RI� SURSHUW\� DQG� DXWKRULW\�ZLWKRXW� UHJDUG� IRU� §WKH� UXOHV� RI� WKH
JDPH¨�� 6R�FDOOHG� §EXVLQHVV� XQLRQLVP¨� FRXOG� EH� GHVFULEHG� DV� DQ� LQYHUVH� SDWKRORJ\� LQ�ZKLFK
ZRUNHUVª� DVVRFLDWLRQV� DOORZ� �RU� HQFRXUDJH�� SDUWLFLSDWLRQ� DQG� UHSUHVHQWDWLRQ� WR� DWURSK\� DQG
FRQFHQWUDWH�XSRQ�EXLOGLQJ�DQ�RUJDQL]DWLRQ�DURXQG�WKH�SURYLVLRQ�RI�VHOHFWLYH�JRRGV�DQG�WKH�DF�
TXLVLWLRQ�RI�LQIOXHQFH�XSRQ�WKH�VWDWH�DQG�WKHLU�EXVLQHVV�LQWHUORFXWRUV�E\�VHOOLQJ�WKH�FRPSOLDQFH
RI�WKHLU�PHPEHUV�¥�RIWHQ�DW�D�SULFH�ZKLFK�UHWXUQV�D�KLJK�SURILW�WR�ROLJDUFKLF�XQLRQ�OHDGHUV�
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7KH� SXEOLF� FKRLFH� SHUVSHFWLYH� VXJJHVWV� WKDW� %,$V�� HYHQ� LI� WKH\� DUH� UHODWLYHO\� §SULYLOHJHG¨� LQ
WKHLU�SRWHQWLDO�IRU�DVVRFLDWLYH�DFWLRQ��PD\�QHYHUWKHOHVV�KDYH�YHU\�FRPSHOOLQJ�UHDVRQV�IRU�GHYHO�
RSLQJ�WKH�SURYLVLRQ�RI�VHUYLFHV�WR�PHPEHUV��ERWK�DV�VHOHFWLYH�JRRGV�ZKLFK�ZLOO�DWWUDFW�PHPEHUV
WR�MRLQ�DQG�DV�IXQFWLRQDO�WDVNV�ZKRVH�SHUIRUPDQFH�FDQ�EH�H[SHFWHG�WR�H[SDQG�SURIHVVLRQDO�VWDII�
FRYHU�VRPH�IL[HG�RYHUKHDG�FRVWV�DQG��DW�OHDVW�LQ�VRPH�FDVHV��JHQHUDWH�D�SURILW�IRU�DVVRFLDWLRQDO
FRIIHUV�� ,PSOLFLWO\�� WKLV� VDPH� VHW�RI� DVVXPSWLRQV�KLQWV� DW� D� VHFRQG� FRXUVH�RI� DFWLRQ�ZKLFK� FDQ
GHYHORS�PHPEHUVKLS�GHQVLW\��OHYHOV�RI�UHVRXUFHV�DQG��KHQFH��RUJDQL]DWLRQDO�SURSHUWLHV��7KDW�LV
WR�FROOXGH�ZLWK�SXEOLF�DXWKRULWLHV�LQ�RUGHU�WR�DFTXLUH�VRPH�PRQRSRO\�JRRG�HVVHQWLDO�WR�WKH�VXU�
YLYDO�RU�SURVSHULW\�RI�PHPEHUV� �H�J�� FHUWLILFDWLRQ�� OLFHQVLQJ�� §SURWHFWLRQ¨�� UHSXWDWLRQ�� MXULGLFDO
DXWKRULW\��DQG�VR�IRUWK���7KH�FRPPRGLW\�LW�FDQ�VHOO�LQ�H[FKDQJH�IRU�VXFK�GH�MXUH�RU�GH�IDFWR�SULYL�
OHJHV�LV�WKH�FRPSOLDQFH�RI�PHPEHUV�LQ�WKH�IRUP�RI�SULYDWH��DVVRFLDWLRQDO��JRYHUQDQFH�RYHU�WKHLU
EHKDYLRU�ZLWKLQ�VWDQGDUGV�RU�JRDOV�VHW�E\�SXEOLF�DXWKRULW\�

7KLV�LV�QRW�WR�VD\�WKDW�%,$V�FDQ�PHUHO\�SLFN�WKH�JRRGV�DQG�VHUYLFHV�WKH\�ZLVK�WR�VXSSO\�¥�DQG
FUHDWH�DXWRPDWLFDOO\�D�GHPDQG�IRU�WKHP��)LUVW�� LQ�D�FRPSHWLWLYH�FDSLWDOLVW�HFRQRP\��WKH\�PXVW
FRPSHWH� ZLWK� SULYDWH� FRQFHUQV� ZKR� PD\� EH� DEOH� WR� RIIHU� WKH� VDPH� LQIRUPDWLRQ�� SURWHFWLRQ�



�� 03,I*�'LVFXVVLRQ�3DSHU�����

WUDLQLQJ�SURJUDP��FRQYHQWLRQ�VHUYLFH��DUELWUDWLRQ��IHOORZVKLS��ZKDWHYHU�¥�DW�D�FKHDSHU�SULFH��L�H�
ZLWKRXW�WKH�DVVRFLDWLRQDO�RYHUKHDG�ZKLFK�JRHV�WR�FRYHU�WKH�UHSUHVHQWDWLRQ�FRVWV�RU�ZLWKRXW�WKH
FRQVWUDLQWV�RI�SULYDWH�JRYHUQDQFH��6HFRQG��LQ�D�OLEHUDO�VRFLHW\��LQGLYLGXDOV��HVSHFLDOO\�UHVRXUFH�
IXO�� ZHOO�FRQQHFWHG� EXVLQHVVPHQ�� PD\� QRW� EH� §LQ� WKH� PDUNHW¨� IRU� DVVRFLDWLRQDO� FRQWURO� RYHU
WKHLU�EHKDYLRU�¥�HYHQ�LI�LW�LV�GHPRQVWUDEO\�LQ�WKHLU�ORQJ�WHUP�LQWHUHVWV��7KH\�PD\�FKRRVH�DOWHU�
QDWLYH�PRGHV�RI�PRUH�RSSRUWXQLVWLF�LQWHUHVW�H[SUHVVLRQ�¥�LQGLYLGXDO�RU�FROOHFWLYH��$OVR��WKH�VWDWH
LQ�VXFK�D�VRFLHW\�PD\�KDYH�FRQVWLWXWLRQDO�RU�QRUPDWLYH�UHVHUYDWLRQV�¥�DIIHFWLQJ�WKHLU�OHJLWLPDF\
ZLWK�WKH�SXEOLF�¥�DJDLQVW�GHYROYLQJ�DXWKRULW\�XSRQ�%,$V�¥�HYHQ�LI�LW�FDQ�EH�DUJXHG�WKDW�LW�LV�§LQ
WKH�JHQHUDO�LQWHUHVW¨�WR�GR�VR��,Q�RWKHU�ZRUGV��WKH�PL[�RI�SDUWLFLSDWLRQ��UHSUHVHQWDWLRQ��SURYLVLRQ
RI�VHUYLFHV�DQG�FRQWURO�RYHU�PHPEHUV�ZKLFK�DQ\�JLYHQ�%,$�FDQ�DFTXLUH��RU��EHWWHU��VKRXOG�UD�
WLRQDOO\�SUHIHU��LV�OLPLWHG�E\�WKH�RIWHQ�FRPSHWLQJ�ORJLFV�RI�PHPEHUVKLS�DQG�LQIOXHQFH�

7KH�GLIIHUHQW�ORJLFV�WR�ZKLFK�%,$V�DUH�VXEMHFW�DUH�H[SUHVVHG��DPRQJ�RWKHU�WKLQJV��LQ�WKH�IDFW�WKDW
PRVW� %,$V� KDYH� GXDOLVWLF� OHDGHUVKLS� VWUXFWXUHV�� 7KH� QRPLQDO� H[HFXWLYH� KHDG� LV� XVXDOO\� DQ
HOHFWHG� SUHVLGHQW�� FKDLUPDQ�� HWF�� DFFRXQWDEOH� LQ� SULQFLSOH� WR� WKH� ZKROH� PHPEHUVKLS� DQG� LQ
SUDFWLFH� WR� VRPH� UHSUHVHQWDWLYH� ERG\��0DWWHUV� VXFK� DV� VWDII� VXSHUYLVLRQ�� EXGJHWLQJ�� SURJUDP
LPSOHPHQWDWLRQ�DQG�VR�IRUWK�DUH�XVXDOO\�WKH�SURYLQFH�RI�D�SURIHVVLRQDO�DGPLQLVWUDWRU�RU�PDQ�
DJHU���ZKR�LV�SUHVXPDEO\�XQGHU�WKH�DXWKRULW\�RI�WKH�HOHFWHG�WRS�RIILFLDO�EXW�ZKR�PD\�IUHTXHQWO\
SOD\�DQ�DFWLYH��HYHQ�D�SUHGRPLQDQW�UROH�LQ�SROLF\�PDNLQJ�PDWWHUV�DV�ZHOO��,Q�IDFW��D�VXEVWDQWLDO
QXPEHU�RI�%,$V��DW�OHDVW��LQ�WKH�86$��GR�DZD\�DOWRJHWKHU�ZLWK�WKH�SUHWHQVH�RI�PHPEHU�SDUWLFL�
SDWLRQ� DQG� FRQWURO� RYHU� DVVRFLDWLRQDO� DFWLYLWLHV� DQG� DUH� VLPSO\� DGPLQLVWHUHG� E\� SURIHVVLRQDO
PDQDJHUV�DV�LI�WKH\�ZHUH�D�SURILW�PDNLQJ�EXVLQHVV�VHUYLFH�ILUP��2FFDVLRQDOO\�PDQDJHUV�RU�PDQ�
DJLQJ� FRUSRUDWLRQV�PD\�HYHQ�EH� VLPXOWDQHRXVO\� UHVSRQVLEOH� IRU� VHYHUDO� DVVRFLDWLRQV�� ,Q� DGGL�
WLRQ��DQ�XQDVFHUWDLQDEOH�TXDQWLW\�RI�%,$V�KDYH�SXUHO\�QRPLQDO�HOHFWHG�OHDGHUV�ZKR�GHYRWH�YLU�
WXDOO\�DOO�RI�WKHLU�DWWHQWLRQ�WR�WKH�DIIDLUV�RI�WKHLU�RZQ�ILUP�DQG�OHDYH�DOO�DVVRFLDWLRQ�GHFLVLRQV�HI�
IHFWLYHO\� LQ� WKH� KDQGV� RI� WKHLU� DGPLQLVWUDWLYH� §VXERUGLQDWHV¨�� 7KH� LQYHUVH� VLWXDWLRQ� REWDLQV
ZKHQ�VRPH�FUXVDGLQJ�H[HFXWLYH�VHOHFWHG�E\�KLV�SHHUV�IRXQGV��RU�UHIRXQGV��DQ�DVVRFLDWLRQ�DQG
IXVHV�WKH�SROLF\�PDNLQJ�DQG�PDQDJHULDO�UROHV�E\�LQYHVWLQJ�KLV�HQHUJ\�LQ�ERWK�

:LWK�WKHVH�H[FHSWLRQV�ZKHQ�%,$V�DUH��VR�WR�VSHDN��GLUHFWHG�E\�VLQJXODU�H[HFXWLYHV��WKH�PXOWLSOH
LPSHUDWLYHV�DQG�FRPSHWLQJ�ORJLFV�RI�FKRLFH�DIIHFWLQJ�VXFK�RUJDQL]DWLRQV�DUH�OLNHO\�WR�ILQG�D�GLI�
IHUHQW� UHFHSWLRQ� IURP� WKHLU� HOHFWHG� �DQG�SUHVXPDEO\� WUDQVLHQW�� OHDGHUV� DQG� WKHLU� SURIHVVLRQDO
�DQG�SUHVXPDEO\�SHUPDQHQW��PDQDJHUV��$� IUHTXHQW� WKHPH� LQ� WKH� OLWHUDWXUH�RQ� DVVRFLDWLRQV� LV
SUHFLVHO\� WKLV� WHQVLRQ�EHWZHHQ� DGPLQLVWUDWLYH�PDQDJHPHQW�� SHUPDQHQW� VWDII� DQG�SURIHVVLRQDO
H[SHUWV�RQ�WKH�RQH�KDQG��DQG�QHEHQDPWOLFK��HOHFWHG�OHDGHUV��SHULRGLF�DVVHPEOLHV�DQG�RFFDVLRQDO
FRPPLWWHHV�RQ�WKH�RWKHU�KDQG���:KLOH�LW�VHHPV�KLJKO\�OLNHO\�WKDW�WKH�IRUPHU�ZLOO�EH�PRUH�DWWHQ�
�������������������������������������������������������
� 7KH�H[WHQW�WR�ZKLFK�WKLV�LV�D�UHFRJQL]HG��§WLWOHG¨��SURIHVVLRQDO�UROH��DQG�GLVWLQFW�FDUHHU��VHHPV�WR�YDU\

IURP� FRXQWU\� WR� FRXQWU\�� 7KH� *HUPDQ� §*HVFKlIWVI�KUHU� HLQHV� 9HUEDQGV¨�� RU� WKH� 6ZLVV
§9HUEDQGVVHNUHWlU¨� KDYH� H[LVWHG� IRU� VRPH� WLPH� DQG� FDQ� EH� FKRVHQ� DV� D� FDUHHU�� 7KH� $PHULFDQ
§$VVRFLDWLRQ�0DQDJHU¨�LV�D�PXFK�OHVV�GLVWLQFWLYH�UROH�GHVSLWH�HIIRUWV�WR�SURIHVVLRQDOL]H�LW�DQG�WR�GH�
YHORS�D�§VFLHQFH¨�RI�LW�WKURXJK�MRXUQDOV�DQG�RWKHU�SXEOLFDWLRQV�

� )RU�D�JRRG�VXUYH\�RI� WKLV� OLWHUDWXUH��VHH�(UQVW�%HUQG�%O�POH��§%HVRQGHUH�)�KUXQJV��XQG�2UJDQLVD�
WLRQVSUREOHPH�YRQ�9HUElQGHQ¨��=HLWVFKULIW�I�U�2UJDQLVDWLRQ��������SS�����¥�����2QH�DVSHFW�RI�WKLV�WHQ�
VLRQ�ZKLFK�LV�UDUHO\�GLVFXVVHG�LV�WKH�UROH�WKDW�VWDWXV�GLIIHUHQWLDOV�DUH�OLNHO\�WR�SOD\��8QOLNH�ODERU�RU�
JDQL]DWLRQV�� ZKHUH� SHUPDQHQW�PDQDJHUV�VWDII� XVXDOO\� KDYH� D� KLJKHU� VWDWXV� �DQG� SRZHU� SRWHQWLDO�
WKDQ� PHPEHUV�� WKH� LQYHUVH� LV� WUXH� IRU� %,$V�� %XVLQHVVPHQ�PHPEHUV� DUH� OLNHO\� WR� EH� LQ� FRPPDQG
ZLWKLQ�WKHLU�UHVSHFWLYH�ILUPV�RI�PDQDJHUV�DQG�HPSOR\HHV�ZLWK�URXJKO\�WKH�VDPH�DWWULEXWHV�DV�DVVR�
FLDWLRQ�PDQDJHUV� DQG� HPSOR\HHV�� ([FHSW� LQ� WKRVH� FRXQWULHV� DQG� FDVHV�ZKHUH� WKH� UROH� KDV� EHFRPH
KLJKO\�GLIIHUHQWLDWHG��UHFRJQL]HG�DQG�UHVSHFWHG�� WKH� IRUPHU�DUH� OLNHO\� WR� WUHDW� WKH� ODWWHU�DV�VXERUGL�
QDWHV��HYHQ�ZKHQ�WKH�ODWWHU�SRVVHVV�D�EHWWHU�FRPPDQG�RI�WKH�PXOWLSOH�LPSHUDWLYHV�VXUURXQGLQJ�DVVR�
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WLYH�WR�WKH�LPSHUDWLYHV�RI�HIILFLHQW� LPSOHPHQWDWLRQ��DQG�WKH�ODWWHU�WR�WKRVH�RI�JRDO�IRUPDWLRQ�¥
WKLV� LV�DUJXHG��IRU�H[DPSOH�� LQ�WKH�&KLOG��/RYHULGJH�DQG�:DUQHU�HVVD\�¥� LW� LV�QRW�DOO� WKDW�FOHDU
ZKLFK�RI�WKH�WZR�W\SHV�RU�PRGHV�RI�RUJDQL]DWLRQDO�OHDGHUVKLS�ZLOO�EH�PRVW�DIIHFWHG�E\�WKH�ORJLF
RI�PHPEHUVKLS�DQG�WKH� ORJLF�RI� LQIOXHQFH�UHVSHFWLYHO\��(OHFWHG�SDUW�WLPH� OHDGHUV�PLJKW�EH�H[�
SHFWHG� WR�EH� FORVHU� WR� WKHLU�§FRQVWLWXHQWV¨�DQG��KHQFH�� WR� LQYHVW�PRUH�HIIRUW� LQ� WKH� FUHDWLRQ�RI
FRQVHQVXV�� ZKHUHDV� DSSRLQWHG�SURIHVVLRQDO�PDQDJHUV�PLJKW� EH�PRUH� LQWHUHVWHG� LQ� DFTXLULQJ
WKH� DGGLWLRQDO� UHVRXUFHV� DQG� VHFXULW\�ZKLFK� WKH� SURYLVLRQ� RI� DXWKRULWDWLYH� JRRGV� DQG� VDOH� RI
FRPSOLDQFH�FRXOG�EULQJ��+RZHYHU��VRPH�HOHFWHG�OHDGHUV�PLJKW�EH�PRUH�VXEMHFW� WR� WKH� ORJLF�RI
LQIOXHQFH��HVSHFLDOO\�ZKHUH�HOHFWRUDO�SURFHVVHV�DUH�QRW�YHU\�FRPSHWLWLYH�DQG�ZKHUH�YRWHUV�DUH
UDWKHU� LQGLIIHUHQW� ¥� DV� IUHTXHQWO\� LV� WKH� FDVH� LQ� %,$V�� DQG� HQJDJH� KHDYLO\� LQ� D� VWDWHVPDQOLNH
�§%XUNHDQ¨��PRGH�RI�H[HUWLQJ�LQIOXHQFH�RYHU�SXEOLF�ERGLHV��HVSHFLDOO\�ZKHUH�WKH�HQVXLQJ�SXEOLF
JRRGV�FRXOG�EH�WDLORUHG�WR�EHQHILW�GLIIHUHQWLDOO\�WKHLU�ILUPV��RU�ZKHUH�DVVRFLDWLRQ�RIILFH�FDQ�EH
XVHG�WR�IXUWKHU�D�SHUVRQDO�SROLWLFDO�FDUHHU�LQ�RWKHU�UHDOPV���,QYHUVHO\��WKH�SURYLVLRQ�RI�VHOHFWLYH
JRRGV�ZKLFK�UHTXLUHV�D�FORVH�DWWHQWLRQ�WR�PHPEHU�QHHGV�PD\�SURYH�DQ�DWWUDFWLYH�GHYLFH�WR�DG�
PLQLVWUDWLYH� OHDGHUV� LQWHUHVWHG� LQ� H[SDQGLQJ� WKHLU� WDVNV� �HVSHFLDOO\� ZKHQ� WKHLU� HIILFLHQW� GLV�
EXUVHPHQW� FRXOG�RSHQ�XS�QHZ�FDUHHU� RSSRUWXQLWLHV� IRU� WKHP� LQ�PHPEHU� ILUPV��� 6LQFH� DOO� WKH
DERYH��DV�ZHOO�DV�RWKHU�SHUPXWDWLRQV��VHHP�DEVWUDFWO\�SRVVLEOH�DQG�PRWLYDWLRQDOO\�UHDVRQDEOH�
DERXW�DOO�ZH�FDQ�VD\�LV�WKDW�WKH�VHOHFWLRQ�RI�D�VWUDWHJ\�IRU�GHYHORSLQJ�DQG�SUHVHUYLQJ�%,$V�LV�OLNHO\�WR
LQYROYH�VRPH�FRPSURPLVHG�PL[WXUH�RI�WKHVH�GLIIHULQJ�ORJLFV�DQG�WKDW�WKH�GXDOLVWLF�OHDGHUVKLS�VWUXFWXUHV�RI
PRVW�%,$V�DUH�OLNHO\�ERWK�WR�UHIOHFW�DQG�WR�H[DFHUEDWH�WKHVH�GLIILFXOW�FKRLFHV�

2QH� WKLQJ� VWDQGV� RXW� LPPHGLDWHO\�ZKHQ� FRQWHPSODWLQJ� WKH� §PHQX¨� RI� H[LVWLQJ� %,$V� LQ� DQ\
FRXQWU\�� WKH� JUHDW� YDULHW\��PXOWLSOLFLW\� DQG� FRPSOH[LW\� RI� RUJDQL]DWLRQDO� IRUPV�ZLOOLQJO\� DQG
FDOFXODWHGO\�DGRSWHG�E\�EXVLQHVV�LQ�WKH�HIIRUW�WR�SURWHFW�RU�SURPRWH�LWV�JHQHUDO�DQG�VSHFLILF�LQ�
WHUHVWV�� 7KLV� FDQ� EH� UHJDUGHG� DV� D� UDWLRQDO� UHVSRQVH� WR� WKH� VRPHWLPHV� FRQIOLFWLQJ�� VRPHWLPHV
FRPSOHPHQWDU\�ORJLFV�RI�DWWUDFWLQJ�PHPEHUV�DQG�H[HUFLVLQJ�LQIOXHQFH��QRW�WR�PHQWLRQ�WKRVH�RI
IRUPLQJ�JRDOV� DQG� LPSOHPHQWLQJ�GHFLVLRQV�HIILFLHQWO\���7KHVH� VWUDWHJLF� FKRLFHV�DUH��RI� FRXUVH�
DOVR�DIIHFWHG�E\�WKH�HPHUJHQW�SURSHUWLHV�RI�EXUHDXFUDWLF�RUJDQL]DWLRQV�DQG�WKHLU�DWWHQGDQW�PR�
WLYHV�RI�RUJDQL]DWLRQDO�VHOI�LQWHUHVW��LQYROYLQJ�JRDO�GLVSODFHPHQW�DV�ZHOO�DV�VWUDWHJLF�GLVWRUWLRQ��
)XUWKHUPRUH��ZH�PXVW�UHFRJQL]H�WKDW�WKH�SRLQW�RI�GHSDUWXUH�¥�WKH�QDWXUH�DQG�FKDUDFWHULVWLFV�RI
EXVLQHVV� LQWHUHVWV�¥� LV� LWVHOI�KLJKO\�FRPSOH[��HVSHFLDOO\�VLQFH� WKH�SUHYLRXV�UROH�FRPELQDWLRQ�RI
FDSLWDOLVW��HQWUHSUHQHXU��HPSOR\HU��PDQDJHU��SURILW�PDNHU�DQG�SULYDWH�DSSURSULDWRU�KDV�EHFRPH
PRUH�DQG�PRUH�GLIIHUHQWLDWHG��SURIHVVLRQDOL]HG��UHJXODWHG��HWF��:KLOH�WKH�YHU\�JHQHUDO�FDWHJR�
ULHV�DQG�VWUXFWXUH�RI�WKH�PRGHO�LQ�)LJXUH�,�FRXOG�ILW�DQ\�LQWHUPHGLDU\�DVVRFLDWLRQ��WKDW�ZDV�VXI�
ILFLHQWO\�YROXQWDULVWLF� DQG� LQGHSHQGHQW� LQ�PHPEHUVKLS� UHFUXLWPHQW��JRDO� VHOHFWLRQ��SROLF\� LP�
SOHPHQWDWLRQ� DQG� LQIOXHQFH� EHKDYLRU��� WKH� VSHFLILF� YDOXHV� WKH\� WDNH� RQ�ZLWK� UHVSHFW� WR� %,$V
KDYH�OHG�WR�DQ�HVSHFLDOO\�FRPSOH[�DQG�YDULHG�RUJDQL]DWLRQDO�UHVSRQVH�

%H\RQG�WKH�TXHVWLRQ�RI�ZK\�%,$V�PD\�EH�GLIIHUHQW�RUJDQL]DWLRQDOO\� IURP�WKH�DVVRFLDWLRQV� LQ�
WHUPHGLDWLQJ�WKH�LQWHUHVWV�RI�RWKHU�FODVVHV��RQH�QHHGV�WR�XQGHUVWDQG�D�SDUWLFXODUO\�SDUDGR[LFDO
DVSHFW�RI�WKH�DFWLYLW\�RI�%,$V��QDPHO\��WKDW�GHVSLWH�WKHLU�JUHDWHU�FRPSOH[LW\�DQG�YDULHW\�WKHUH�VHHPV�WR
EH�D�PDUNHGO\�ORZHU�OHYHO�RI�WHQVLRQ��GLVFRUG�DQG�FRQIOLFW�DPRQJ�%,$V�WKDQ�DPRQJ�WKH�DVVRFLDWLRQV�RI�DQ\
RWKHU�FODVV�RU�VWDWXV�JURXS��2Q�SDSHU�DQG� LQ�RUJDQLJUDPV�%,$V�RIWHQ�DSSHDU� WR�EH�RYHUODSSLQJ�

�������������������������������������������������������������������������������������������������������������������������������������������������������������������������
FLDWLYH�DFWLRQ��7KLV�PD\�FRQVWUDLQ�WKH�UROH�RI�%,$�PDQDJHPHQW�DQG�VWDII��SUHFLVHO\�LQ�GRPDLQV�ZKHUH
WUDGH�XQLRQ�PDQDJHPHQW�DQG�VWDII�DUH�PRVW�DXWRQRPRXV�

� 0DNLQJ�SURSHU�DOORZDQFH� IRU�§ODJ�HIIHFWV¨�ZKHUH�H[LVWLQJ�SUDFWLFHV�EHFRPH�URXWLQL]HG�DQG��KHQFH�
UHODWLYHO\�LPSHUYLRXV�WR�WKH�VRUW�RI�QHZ�VWUDWHJLF�UHVSRQVHV�QHFHVVDU\�WR�FRSH�ZLWK�HPHUJHQW�SURE�
OHPV�RU�FKDQJLQJ�SDUDPHWHUV�
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GXSOLFDWLQJ��FRPSHWLQJ�DQG�LQWHUIHULQJ�ZLWK�HDFK�RWKHU�LQ�WKH�FRPPRQ�WDVN�RI� LQWHUPHGLDWLQJ
WKH� VDPH� LQWHUHVWV� RI� D� UHODWLYHO\� FLUFXPVFULEHG�QXPEHU�RI� DFWRUV�ZKR�� WKHPVHOYHV��SRVVHVV� D
VXEVWDQWLDO�FDSDFLW\�IRU�LQGLYLGXDO�SROLWLFDO�DFWLRQ��&OHDUO\�WKHUH�DUH�FRQIOLFWV�RI�LQWHUHVW�EHWZHHQ
VHFWRUV��EHWZHHQ�HQWHUSULVHV�RI�GLIIHUHQW�VL]H��EHWZHHQ�UHJLRQDO�JURXSLQJV��HWF��%XW�WKH\�GR�QRW
XVXDOO\�HPHUJH�IURP�WKH�VWUXFWXUH�RI�RUJDQL]DWLRQDO�SOXUDOLVP�LQ�SXUSRVH�DQG�VFRSH�WKDW�LV�VR
PDUNHG� LQ� WKH�DVVRFLDWLYH�DFWLRQ�RI� WKLV�FODVV��2QH� LV� WHPSWHG� WR�VXVSHFW� VRPH�§KLGLQJ�KDQG¨
EHKLQG�WKH�DUWLFXODWLRQ�RI�WKH�LQWHUHVWV�RI�EXVLQHVV�DV�D�FODVV�ZKLFK�DW�WKH�VDPH�WLPH�FUDIWLO\�FUH�
DWHV�D�YDVW�QXPEHU�DQG�YDULHW\�RI�RUJDQL]DWLRQDO� UHVSRQVHV�ZKLOH� LQYLVLEO\�FRRUGLQDWLQJ� WKHLU
RUJDQL]DWLRQDO� LQWHUDFWLRQV�� (YHQ� LQ� FRXQWULHV� ZKHUH� SHDN� DVVRFLDWLRQV� KDYH� HPHUJHG� HVWDE�
OLVKLQJ�D�KLHUDUFK\�RI�SXUSRVH�DQG�UHVRXUFHV�DPRQJ�VRPH�DVVRFLDWLRQV�DQG�H[HUFLVLQJ�D�QRW�VR
KLGGHQ�KDQG�LQ�FRRUGLQDWLQJ�FODVV�LQWHUHVWV��WKHUH�VWLOO�VHHPV�WR�H[LVW�D�FRQVLGHUDEOH�DPRXQW�RI
YROXQWDULVWLF�H[FKDQJH��DG�KRF�FRRSHUDWLRQ�DQG�VKLIWLQJ�DOOLDQFHV��2QH�UHDVRQ�ZK\�WKHUH�LV�QRW
PRUH�LQWHURUJDQL]DWLRQDO�FRQIOLFW�PD\�EH�D�FHUWDLQ�DPRXQW�RI�LQWUD�FODVV�GHIHUHQFH��EDVHG�RQ�WKH
GLIIHUHQWLDO� VL]H� RI� WKH� DFWRUV� LQYROYHG��$QRWKHU� UHDVRQ�PD\�EH� WKH�KLJK�RUJDQL]DWLRQDO� VNLOOV
DQG�H[SHULHQFH�RI�EXVLQHVVPHQ�ZKR�DUH�XVHG�IURP�WKHLU�GDLO\�ZRUN�WR�VHWWLQJ�XS�HIILFLHQW�RU�
JDQL]DWLRQDO� VWUXFWXUHV� IRU� VSHFLILHG�SXUSRVHV��3HUKDSV� LW� LV� DOVR�SRVVLEOH� WKDW� FRRUGLQDWLRQ� LV
DFKLHYHG� WKURXJK�DQ� LQYLVLEOH�QHWZRUN�RI� LQWHUORFNLQJ�GLUHFWRUDWHV� DQG� ILQDQFLDO� FRQQHFWLRQV�
DQG��QR�GRXEW��WKHUH�H[LVWV�D�VHQVH�RI�SUXGHQFH�HQJHQGHUHG�E\�WKH�FRPSUHKHQVLEOH�IHDU�WKDW�DQ\
SULYLOHJHG�PLQRULW\�PXVW�KDYH�LQ�D�PDVV��HJDOLWDULDQ�GHPRFUDWLF�SROLW\�

0RUHRYHU�� ORRNHG�DW�RYHU� WLPH�DV�ZHOO�DV� LQ�VSHFLILF�FRQWH[WV�� WKH�RUJDQL]DWLRQDO�SURSHUWLHV�RI
WKHVH�PXOWLSOH� DQG�GLYHUVH� DVVRFLDWLRQV�PD\� DFTXLUH� DQ� LPSRUWDQFH� DQG� DQ� H[LVWHQFH� RI� WKHLU
RZQ�� §5DWLRQDOL]DWLRQV¨�� §FRQVROLGDWLRQV¨�� §VLPSOLILFDWLRQV¨�RI� WKH� VWUXFWXUH�RI� EXVLQHVV� DVVR�
FLDWLYH�DFWLRQ�PD\�SURYH�GLIILFXOW� WR�DFFRPSOLVK��DQG�WKH�GLYHUVH�DVVRFLDWLRQDO�V\VWHP�PD\�EH
SROLWLFDOO\� VXE�RSWLPDO� LQ� WKH� SHUIRUPDQFH� RI� LWV� SULQFLSDO� WDVNV� RI� SURWHFWLQJ� DQG�SURPRWLQJ
PHPEHU� LQWHUHVWV�� 7HQVLRQV� DQG� FRQIOLFWV� QRW� H[SUHVVHG� EHWZHHQ� DVVRFLDWLRQV� PD\� EH� IRXQG
ZLWKLQ� WKHP�LQ�WKH�IRUP�RI�FRQIOLFWV�EHWZHHQ�GLIIHUHQW�SROLWLFDO�RU�DGPLQLVWUDWLYH�VXEGLYLVLRQV�
$OVR�WKH�HIIRUWV�RI�DVVRFLDWLRQ�OHDGHUV�RIILFLDOV�PD\�QRW�MXVW�UHIOHFW�WKH�SUHIHUHQFHV�RI�PHPEHUV
RU�JRDOV�RI�SXEOLF�DFWRUV��EXW�PD\�DIIHFW�PHPEHU�DFWLRQV�DQG�SHUFHSWLRQV�DQG�RU�DXWKRULWDWLYH
UHVSRQVHV�DQG�H[SHFWDWLRQV��,Q�WKLV�VHQVH��WKH�RUJDQL]DWLRQDO�SURSHUWLHV�RI�EXVLQHVV�DVVRFLDWLRQV
DUH�ERWK�GHSHQGHQW�DQG�LQGHSHQGHQW�YDULDEOHV�

� 7KH�/RJLF�RI�0HPEHUVKLS

7KH�SXUSRVH�RI�WKLV�VHFWLRQ�LV�WR�VSHFLI\�D�QXPEHU�RI�YDULDEOHV�ZKLFK�FDQ�RQ�WKH�EDVLV�RI�H[LVWLQJ
WKHRUHWLFDO�DQG�HPSLULFDO�NQRZOHGJH�EH�H[SHFWHG�WR�DIIHFW� WKH�DVVRFLDWLYH�SRWHQWLDO�RI�SRSXOD�
WLRQV�RI�EXVLQHVV�DFWRUV��7KH�YDULDEOHV�SUHVHQWHG�LQ�WKH�IROORZLQJ�GHVFULEH�SURSHUWLHV�RI�¥�KRZ�
HYHU�GHILQHG�¥�JURXSV�RI�SRWHQWLDO�PHPEHUV�RI�%,$V��WKH\�DUH�QRW�WR�EH�FRQIXVHG�ZLWK�WKH�RUJDQ�
L]DWLRQDO�SURSHUWLHV�RI�%,$V� WKHPVHOYHV��7KH�DVVXPSWLRQ� LV� WKDW�JURXS�SURSHUWLHV� ¥� §/RJLF� RI
0HPEHUVKLS¨�YDULDEOHV�¥�LQ�LQWHUDFWLRQ�ZLWK�WKH�§/RJLF�RI�,QIOXHQFH¨�IDFWRUV�LQWURGXFHG�IXUWKHU
GRZQ�FRQGLWLRQ�DQG�H[SODLQ�WKH�RUJDQL]DWLRQDO�SURSHUWLHV�RI�EXVLQHVV�DVVRFLDWLRQV��:H�EHOLHYH
WKDW�RXU�VHW�RI�YDULDEOHV�FDSWXUHV�PRVW�RI� WKH�FDXVDO� UHODWLRQVKLSV�ZH�KDYH� LQ�PLQG�ZKHQ�ZH
VSHDN�RI� WKH� §/RJLF�RI�0HPEHUVKLS¨��2WKHU�YDULDEOHV�PD\�DOVR�SOD\� DQ� LPSRUWDQW� UROH�� KRZ�
HYHU��DQG�DW�WKH�HQG�RI�WKLV�VHFWLRQ�ZH�ZLOO�GUDZ�DWWHQWLRQ�WR�VRPH�RI�WKHP�
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��� 1XPEHU

¥�'HILQLWLRQ��1XPEHU�RI�LQGHSHQGHQW�DFWRUV�LQ�D�JLYHQ�SRSXODWLRQ�

¥�+\SRWKHVLV��$�VNHZHG��8�VKDSHG�UHODWLRQ�SUHYDLOV�EHWZHHQ�WKH�VL]H�RI�SRWHQWLDO�PHPEHUVKLS
DQG� WKH� OLNHOLKRRG�RI�DVVRFLDWLYH�DFWLRQ��$W�YHU\�VPDOO�QXPEHUV�� LQIRUPDO�� FROOXVLYH�FROOHFWLYH
DFWLRQ�LV�WKH�PRUH�OLNHO\�UHVSRQVH��%H\RQG�VRPH�WKUHVKROG�ZKHUH�WKH�UHWXUQV�IURP�DVVRFLDWLYH
DFWLRQ�EHFRPH�DYDLODEOH� WR� DOO�PHPEHUV�RI� WKH�JURXS� UHJDUGOHVV� RI�ZKHWKHU� RU�QRW� WKH\�KDYH
FRQWULEXWHG��WKH�OLNHOLKRRG�RI�DVVRFLDWLYH�DFWLRQ�GLPLQLVKHV�UDSLGO\�XQWLO�LW�DSSURDFKHV�]HUR�IRU
YHU\�ODUJH�SRWHQWLDO�JURXSV�

��� (TXDOLW\

¥�'HILQLWLRQ��([WHQW�WR�ZKLFK�UHVRXUFHV�KHOG�E\�PHPEHUV�RI�D�SRSXODWLRQ�DQG�SRWHQWLDOO\�GLVSRV�
DEOH�IRU�VXSSRUW�RI�DVVRFLDWLYH�DFWLRQ�DUH�HTXDOO\�GLVWULEXWHG�

¥�+\SRWKHVLV��:KHUH�UHVRXUFHV�DUH�YHU\�XQHTXDOO\�GLVWULEXWHG�¥�VD\��EHWZHHQ�RQH�ODUJH�OHDGLQJ
ILUP�DQG�PDQ\�HTXDOO\�VPDOO�RQHV�¥�WKHUH�ZLOO�EH�D�VWURQJ�WHPSWDWLRQ�IRU�WKH�GRPLQDQW�DFWRU�§WR
JR�LW�DORQH¨�LQ�GLUHFW��XQLQWHUPHGLDWHG�DFWLRQ��:KHUH�WKHUH�LV�D�OHVV�H[WUHPHO\�VNHZHG�GLVWULEX�
WLRQ��ODUJHU�DFWRUV�DUH�DEOH�DQG�PD\�EH�ZLOOLQJ�WR�SD\�D�GLVSURSRUWLRQDWH�VKDUH�RI�WKH�FRVWV�RI�DV�
VRFLDWLYH� DFWLRQ�� WKHUHE\� VXEVLGL]LQJ� WKH�PHPEHUVKLS� RI� VPDOOHU�� OHVV� HQGRZHG�PHPEHUV� IRU
SXUSRVHV� RI� WKH� DSSHDUDQFH� RI� JUHDWHU� UHSUHVHQWDWLYLW\��*URXSV� RI� DFWRUV�ZLWK� DSSUR[LPDWHO\
HTXDO�UHVRXUFHV�WR�FRQWULEXWH�ZLOO�EH�WKH�PRVW�GLIILFXOW�WR�RUJDQL]H�

¥�2SHUDWLRQDO�,QGLFDWRUV��7KH�GHJUHH�RI�HTXDOLW\�LQ�D�SRSXODWLRQ�RI�ILUPV�FDQ�EH�PHDVXUHG�LQ�WHUPV
RI�ERWK�RXWSXW�DQG�HPSOR\HG�ODERU��:H�VXJJHVW�WR�XVH�ERWK�PHDVXUHV��SURYLGLQJ�IRU�WKH�SRVVL�
ELOLW\�WKDW�WKH�WZR�PD\�WDS�GLIIHUHQW�DVSHFWV�RI�HTXDOLW\��$�VLPSOH�LQGLFDWRU�LV�WKH�SURSRUWLRQ�RI�WR�
WDO�RXWSXW�DFFRXQWHG�IRU�E\�WKH�ODUJHVW�ILUP��IRXU�ODUJHVW�ILUPV���&RQYHQWLRQDOO\��LI�WKH�ODUJHVW�ILUP�DF�
FRXQWV�IRU�PRUH�WKDQ�ILIW\�SHU�FHQW�RI�D�VHFWRUªV�RXWSXW��RQH�VSHDNV�RI�D�§GRPLQDQW�ILUP¨��,I�WKH
IRXU� ODUJHVW� ILUPV� WRJHWKHU� DFFRXQW� IRU� PRUH� WKDQ� ILIW\� SHU� FHQW�� RQH� VSHDNV� RI� D� §JURXS� RI
GRPLQDQW�ILUPV¨��7KH�VDPH�LQGLFDWRUV�FDQ�EH�FDOFXODWHG�IRU�HPSOR\PHQW�HTXDOLW\��7KH�GHJUHH�RI
HTXDOLW\�EHWZHHQ�WKH�ILUPV�LQ�D�JLYHQ�VHFWRU�FDQ�EH�FDOFXODWHG�QRW�RQO\�LQ�WHUPV�RI�WKHLU�RXWSXW
ZLWKLQ�WKDW�VHFWRU�EXW�DOVR�LQ�WHUPV�RI�WKHLU�WRWDO�RXWSXW��7KH�WZR�PHDVXUHV�GLIIHU�WR�WKH�H[WHQW�WKDW
ILUPV�KDYH�VLJQLILFDQW�LQWHUHVWV�LQ�PRUH�WKDQ�RQH�VHFWRU��7KH�GHJUHH�WR�ZKLFK�ILUPV�DUH�SDUW�RI
PXOWL�VHFWRUDO�� KRUL]RQWDOO\� LQWHJUDWHG� FRQJORPHUDWHV� DIIHFWV� WKHLU� DWWLWXGHV� WRZDUGV� DQG� WKHLU
SDUWLFLSDWLRQ�LQ�VHFWRU�VSHFLILF�FROOHFWLYH�DFWLRQ��)RU�RQH�SDUW��WKLV�PD\�EH�GXH�WR�WKH�HIIHFW�RI�H[�
WHUQDO�LQWHUHVWV�RQ�LQWHUQDO�HTXDOLW\��IRU�DQRWKHU�SDUW��LW�PD\�KDYH�WR�GR�ZLWK�WKH�GLYHUVLW\�RI�WKH
LQWHUHVWV�RI�WKH�UHVSHFWLYH�ILUPV��7KXV��RQH�FRXOG�DVVXPH�WKDW�WKH�KLJKHU�WKH�QXPEHU�RI�VHFWRUV
WR�ZKLFK�D�ILUP�EHORQJV��WKH�OHVV�LW�IHHOV�GHSHQGHQW�RQ�WKH�IDWH�RI�DQ\�RQH�RI�WKHP��ULVN�GLYHUVL�
ILFDWLRQ��� DQG� WKH� OHVV� OLNHO\� LW� LV� WR� SDUWLFLSDWH� LQ� VHFWRU�VSHFLILF� DVVRFLDWLYH� DFWLRQ�� /LNHZLVH�
EXVLQHVV�ILUPV�ZLWK�GLYHUVLILHG�PXOWL�VHFWRUDO� LQWHUHVWV�ZKLFK�GR� MRLQ�D�VHFWRU�VSHFLILF�DVVRFLD�
WLRQ�FRXOG�SHUKDSV�EH�H[SHFWHG�WR�EH�PRUH�GLIILFXOW�WR�FRQWURO�E\�LW�WKDQ�ILUPV�ZLWK�VHFWRU�FRQ�
FHQWUDWHG� LQWHUHVWV��2Q�WKH�RWKHU�KDQG��PXFK�GHSHQGV� LQ� WKLV�UHVSHFW�XSRQ�WKH�RUJDQL]DWLRQDO
VWUXFWXUH�RI�PXOWL�VHFWRUDO�ILUPV��LQ�SDUWLFXODU��RQ�WKH�GHJUHH�RI�DXWRQRP\�WKH\�JUDQW�WKHLU�VXE�
VLGLDULHV�LQ�GHWHUPLQLQJ�WKHLU�LQWHUHVWV�DQG�WKHLU�SROLF\�



�� 03,I*�'LVFXVVLRQ�3DSHU�����

��� &RPSHWLWLRQ

¥�'HILQLWLRQ��([WHQW�WR�ZKLFK�DFWRUV�DUH�FRQVWUDLQHG�LQ�GHWHUPLQLQJ�WKHLU�UDWHV�RI�H[FKDQJH�ZLWK
RWKHUV�E\�RWKHU�DFWRUV�SURGXFLQJ��UHTXLULQJ��WKH�VDPH�RU�VXEVWLWXWDEOH�JRRGV�DQG�WU\LQJ�WR�VHOO
WKHP�WR��EX\�WKHP�IURP��WKH�VDPH�FXVWRPHUV��VXSSOLHUV���&RPSHWLWLRQ�PD\�EH�HLWKHU�LQWHUQDO�RU
H[WHUQDO��&RPSHWLWLRQ�LV�LQWHUQDO�LI�LW�WDNHV�SODFH�EHWZHHQ�DFWRUV�EHORQJLQJ�WR�WKH�VDPH�SRSXOD�
WLRQ��LW�LV�H[WHUQDO�LI�LW�WDNHV�SODFH�EHWZHHQ�DFWRUV�EHORQJLQJ�WR�RQH�SRSXODWLRQ�DQG�RWKHU�DFWRUV
EHORQJLQJ�WR�DQRWKHU�

����� ([WHUQDO�&RPSHWLWLRQ

¥�+\SRWKHVLV��$�JURXS�RI�ILUPV�LQ�FRPSHWLWLRQ�ZLWK�ILUPV�RXWVLGH�WKH�JURXS�LV�PRUH�OLNHO\�WR�HQ�
JDJH�LQ�DVVRFLDWLYH�DFWLRQ�WKDQ�D�JURXS�QRW�LQ�VXFK�FRPSHWLWLRQ�

����� ,QWHUQDO�&RPSHWLWLRQ

¥�+\SRWKHVLV��)LUPV�LQ�D�FRPSHWLWLYH�VLWXDWLRQ�FDQ�H[SHFW�KLJK�UHZDUGV�IURP�FROOHFWLYH��DVVRFL�
DWLYH��DFWLRQ��,I�WKH\�VXFFHHG�LQ�FRRUGLQDWLQJ�WKHLU�EHKDYLRU�DQG�LQ�HVWDEOLVKLQJ�HIIHFWLYH�JURXS
GLVFLSOLQH�� WKH\�DOO�VWDQG�WR�JDLQ��2Q�WKH�RWKHU�KDQG��HYHQ�JUHDWHU�JDLQV�FDQ�EH�PDGH�E\�IUHH�
ULGHUV�DQG�IUHH�ERRWHUV��ILUPV�QRW�FRQWULEXWLQJ�WR�WKH�FRVWV�RI�FROOHFWLYH�DFWLRQ�EXW�WDNLQJ�DGYDQ�
WDJH�RI� LW� DQ\ZD\��RU� ILUPV� FRQWLQXLQJ� WR�EHKDYH�DV� FRPSHWLWRUV� LQ� DUHDV� LQ�ZKLFK� WKH�RWKHUV
KDYH� VXVSHQGHG� FRPSHWLWLRQ� WKURXJK� FROOHFWLYH� DJUHHPHQW� DQG� GLVFLSOLQH��� 7KH� JUHDWHU� WKH
FRPSHWLWLYH�DGYDQWDJH�RYHU�RWKHU�ILUPV�DFFUXLQJ�WR�WKRVH�ZKR�UHIXVH�WR�SDUWLFLSDWH�LQ�FRRSHUD�
WLYH�DFWLRQ�¥�XS�WR�DQG�LQFOXGLQJ�WKH�HOLPLQDWLRQ�RI�§VXFNHUV¨�IURP�WKH�PDUNHW�¥�WKH�OHVV�OLNHO\�LW
LV�WKDW�DVVRFLDWLYH�DFWLRQ�ZLOO�WDNH�SODFH�RU�WKDW�LW�ZLOO�SHUVLVW���2U��SXW�RWKHUZLVH��WKH�JUHDWHU�DUH
WKH�GHPDQGV�RQ�WKH�FRQWURO�DQG�VDQFWLRQLQJ�FDSDFLWLHV�RI�DVVRFLDWLRQV���7KLV�KROGV�GHVSLWH�WKH
IDFW�WKDW��LQ�WKH�ORQJ�UXQ��DOO�ILUPV�PLJKW�EH�EHWWHU�RII�IURP�FRRSHUDWLRQ��OHVV�ULVN�RI�HOLPLQDWLRQ�
KLJKHU�DYHUDJH�SURILWV��

��� ,QWHUGHSHQGHQFH

¥�'HILQLWLRQ��([WHQW�WR�ZKLFK�WKH�PHPEHUV�RI�D�SRSXODWLRQ�HQJDJH�LQ�H[FKDQJH�ZLWK�HDFK�RWKHU
UDWKHU�WKDQ�ZLWK�RXWVLGHUV�

¥�+\SRWKHVLV��$FWRUV�KDYH�D�FKRLFH�WR�DVVRFLDWH�ZLWK�HDFK�RWKHU�RQ�RQH�RI�WZR�ORJLFDOO\�H[FOXVLYH
EDVHV��RQ�WKH�EDVLV�RI�LGHQWLW\�RU�RQ�WKH�EDVLV�RI�FRPSOHPHQWDULW\��RI�LQWHUHVWV��UHVRXUFHV��HWF����6RFLDO
UHODWLRQV�EDVHG�RQ� LGHQWLW\�DQG�VRFLDO� UHODWLRQV�EDVHG�RQ�FRPSOHPHQWDULW\�ERWK�HQWDLO� VSHFLILF
JUDWLILFDWLRQV�EXW�PD\�DOVR�JLYH�ULVH�WR�VSHFLILF�FRQIOLFWV�RI�LQWHUHVW��$FWRUV�ZLWK�LGHQWLFDO�UHVRXUFHV
PD\�ILQG�WKHPVHOYHV�LQ�FRPSHWLWLRQ�ZLWK�HDFK�RWKHU�ZKHQ�WKH\�WU\�WR�HQJDJH�LQ�H[FKDQJH�ZLWK
WKLUG�SDUWLHV�KROGLQJ�FRPSOHPHQWDU\�UHVRXUFHV��$FWRUV�ZLWK�PXWXDOO\�FRPSOHPHQWDU\�UHVRXUFHV
PD\�ILQG�WKHPVHOYHV�LQ�GLVDJUHHPHQW�RYHU�WKH�§WHUPV�RI�WUDGH¨�XQGHU�ZKLFK�WKH\�DUH�ZLOOLQJ�WR
H[FKDQJH� WKHLU� UHVRXUFHV�� ,Q� VR� IDU� DV� DVVRFLDWLRQV� RI� EXVLQHVV� ILUPV� KDYH� DV�PHPEHUV� ILUPV
ZKLFK�WU\�WR�PDUNHW�LGHQWLFDO�UHVRXUFHV��SURGXFWV���WKHLU�FHQWUDO�RUJDQLVDWLRQDO�SUREOHP�LV�WR�UH�
GXFH�FRPSHWLWLRQ�DPRQJ�WKHLU�PHPEHUV��ERWK�WR�PDNH�FROOHFWLYH�DFWLRQ�SRVVLEOH�LQ�WKH�ILUVW�SODFH
DQG�WR�LPSURYH�WKH�SRVLWLRQ�RI�WKHLU�PHPEHUV�DV�D�JURXS�LQ�UHODWLRQ�WR�RWKHU�JURXSV�ZLWK�ZKLFK
WKH\�WUDGH���%XVLQHVV�DVVRFLDWLRQV�PD\�DOVR�LQFOXGH�ILUPV�ZLWK�FRPSOHPHQWDU\�UHVRXUFHV�ZKLFK
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HQJDJH�LQ�WUDGH�ZLWK�HDFK�RWKHU��LQ�WKLV�FDVH��WKH\�ZLOO�EH�OHVV�FRQFHUQHG�ZLWK�FRPSHWLWLRQ�¥�DO�
WKRXJK�DW�HDFK�VWHS�LQ�WKH�FKDLQ�RI�SURGXFWLRQ�VRPH�FRPSHWLWLRQ�EHWZHHQ�D�VXEVHW�RI�ILUPV�ZLOO
UHPDLQ�¥�WKDQ�ZLWK�WKH�UHJXODWLRQ�RI�WKH�WHUPV�RI�WUDGH�EHWZHHQ�LQWHUGHSHQGHQW�ILUPV�

,Q�SDUWLFXODU�� WKH�KLJKHU� WKH�GHJUHH� WR�ZKLFK� ILUPV� LQ� D� JLYHQ� LQGXVWULDO� VHFWRU� �KRZHYHU�GH�
ILQHG��EX\� WKHLU� VXSSOLHV� IURP�DQG�VHOO� WKHLU�SURGXFWV� WR�HDFK�RWKHU�� WKH�HDVLHU� LW� LV� IRU�DFWRUV
VWUDWHJLFDOO\�ORFDWHG�LQ�WKH�LQWHUQDO�H[FKDQJH�QHWZRUN�WR�SHUVXDGH�RWKHU�DFWRUV�WR� MRLQ�LQ�DVVR�
FLDWLYH�DFWLRQ��)XUWKHUPRUH��KLJKO\�LQWHUGHSHQGHQW�VHWV�RI�ILUPV�PD\�GHYHORS�D�FRPPRQ�LQWHU�
HVW�LQ�VRPH�NLQG�RI�VHOI�RUJDQL]HG��DVVRFLDWLRQDO��DGMXGLFDWLRQ�RI�LQWHUQDO�FRQIOLFWV�RYHU�WHUPV�RI
H[FKDQJH��WKLV�LQWHUHVW�PD\�EH�PRUH�OLNHO\�WR�JLYH�ULVH�WR�DVVRFLDWLYH�DFWLRQ�WKDQ�RWKHU�FRPPRQ
LQWHUHVWV�� 0RUHRYHU�� PDWHULDO� LQWHUGHSHQGHQFH� SHUPLWV� LQIRUPDO� HFRQRPLF� VDQFWLRQV� DJDLQVW
IUHH�ULGHU�DQG�IUHH�ERRWHUV��,W�VKRXOG�EH�HPSKDVL]HG��KRZHYHU��WKDW�WKHVH�K\SRWKHVHV�DUH�KLJKO\
WHQWDWLYH��DQG�WKDW�LQ�UHDOLW\�WKH�HIIHFWV�RI�LQWHUGHSHQGHQFH�PD\�YDU\�IURP�FRXQWU\�WR�FRXQWU\�GH�
SHQGLQJ�RQ�WKH�SROLWLFDO�OHJDO�LQVWLWXWLRQDO�FRQWH[W�

,QWHUGHSHQGHQFH�UHODWHV�WR�FRPSHWLWLRQ�LQ�WKDW�ILUPV�ZKLFK�VHOO�WKHLU�RXWSXW�WR�HDFK�RWKHU�DUH�QRW
FRPSHWLQJ�ZLWK�HDFK�RWKHU�WR�VHOO�WKHLU�RXWSXW�WR�D�WKLUG�SDUW\��,Q�WKLV�VHQVH��LQWHUQDO�H[FKDQJH
UHGXFHV�LQWHUQDO�FRPSHWLWLRQ��DQG�H[FKDQJH�DQG�FRPSHWLWLRQ�DUH�PXWXDOO\�H[FOXVLYH�PRGHV�RI
LQWHUDFWLRQ��+LJK�LQWHUGHSHQGHQFH�WKURXJK�LQWHUQDO�H[FKDQJH�ZLWKLQ�WKH�VDPH�JURXS�PDNHV�WKH
FRPSHWLWLYH� H[SORLWDWLRQ� RI� FROOHFWLYH� FRRSHUDWLYH� DFWLRQ� OHVV� SURILWDEOH� DQG�� WKHUHIRUH�� OHVV
OLNHO\��,Q�D�JURXS�RI�ILUPV�VHOOLQJ�WKHLU�HQWLUH�RXWSXW�WR�RXWVLGH�FXVWRPHUV��WKHUH�LV�D�FRQVLGHU�
DEOH� WHPSWDWLRQ� IRU� HDFK� ILUP� GXULQJ� D� ODERU� FRQIOLFW� WR� VLJQ� D� VHSDUDWH� DJUHHPHQW� ZLWK� WKH
XQLRQ�RU�WR�UHIXVH�WR�SDUWLFLSDWH�LQ�D�ORFNRXW��+RZHYHU��LI�D�ODUJH�SDUW�RI�D�ILUPªV�RXWSXW�JRHV�WR
ILUPV� KLW� E\� WKH� VDPH� VWULNH� RU� FRRSHUDWLQJ�ZLWK� WKH� ORFNRXW�� WKH� RSSRUWXQLWLHV� WKH� ILUP� FDQ
KRSH�WR�H[SORLW�WKURXJK�QRQ�VROLGDULVWLF�EHKDYLRU�DUH�FRQVLGHUDEO\�UHGXFHG�

��� +HWHURJHQHLW\

¥�'HILQLWLRQ��([WHQW�WR�ZKLFK�ILUPV�LQ�DQ�LQGXVWULDO�VHFWRU��KRZHYHU�GHILQHG��SHUIRUP�GLIIHUHQW
WUDQVIRUPDWLRQV�RI�IDFWRU�LQSXWV�LQWR�GLIIHUHQW�SURGXFW�RXWSXWV�

¥�+\SRWKHVLV��+HWHURJHQHLW\� LV�SUREDEO\�UHODWHG�WR�DVVRFLDWLYH�DFWLRQ�LQ�D�SDUDEROLF�UDWKHU�WKDQ
VWUDLJKW� OLQH�PDQQHU��)LUPV�ZKLFK�HIIHFW� VWDQGDUGL]HG� WUDQVIRUPDWLRQV�RI� LGHQWLFDO� UDZ�PDWH�
ULDOV�LQWR�LQWHUFKDQJHDEOH�SURGXFWV�DUH�OLNHO\�WR�EH�KLJKO\�FRPSHWLWLYH�DQG��KHQFH��WR�KDYH�VHUL�
RXV�3ULVRQHUVª�'LOHPPD�SUREOHPV��)LUPV�ZLWK�D�YHU\�KHWHURJHQHRXV�SURGXFW�PL[�DQG�ZLGHO\
GLIIHULQJ�ZD\V�RI�H[SORLWLQJ�ODERU��ODQG��FDSLWDO�DQG�WHFKQRORJ\�ZLOO�KDYH�IHZ�DQG�RQO\�KLJKO\
JHQHUDO�FRPPRQ�LQWHUHVWV��$W�VRPH�LQWHUPHGLDWH� OHYHO��VLPLODU� WUDQVIRUPDWLRQ�RI� LQSXW�IDFWRUV
PD\�FRPELQH�ZLWK�D�GLYHUVLILFDWLRQ�RI�RXWSXW�SURGXFWV�DQG�RU�PDUNHWV�WR�HQFRXUDJH�DVVRFLD�
WLYH�DFWLRQ�� ,Q�JHQHUDO��KLJK�SURGXFW�KHWHURJHQHLW\�PD\�HQJHQGHU�KLJK�KRUL]RQWDO�GLIIHUHQWLD�
WLRQ�RI�DVVRFLDWLRQDO�V\VWHPV�LQWR�SURGXFW�VSHFLILF�DVVRFLDWLRQV�

3URGXFW�KHWHURJHQHLW\�UHODWHV�WR�FRPSHWLWLRQ�LQ�WKDW�LW�FUHDWHV�VSHFLDOL]HG�VXEPDUNHWV�ZLWK�OLPLWHG
QXPEHUV�RI�SDUWLFLSDQWV��3URGXFW�GLIIHUHQWLDWLRQ�PD\�EH�� DQG� LQGHHG� IUHTXHQWO\� LV�� D� VWUDWHJ\
XVHG�E\� ILUPV� WR� VLGHVWHS� FRPSHWLWLRQ�E\� FUHDWLQJ� VSHFLDOL]HG�PDUNHWV� LQ�ZKLFK� WKH\� HQMR\� D
FRPSHWLWLYH�DGYDQWDJH��(YHU\WKLQJ�HOVH�EHLQJ�HTXDO��JURXSV�RI�ILUPV�ZLWK�D�KLJK�YDULHW\�RI�RXW�
SXWV�VKRXOG�EH�OHVV�LQWHUQDOO\�FRPSHWLWLYH�WKDQ�VHFWRUV�ZLWK�KRPRJHQHRXV��XQLIRUP�RXWSXWV�
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��� 7XUQRYHU

¥�'HILQLWLRQ��([WHQW� WR�ZKLFK� WKH�PHPEHUV�RI�D�SRSXODWLRQ�GLVDSSHDU�DQG�RU�DUH� UHSODFHG�E\
DQRWKHU�RYHU�WLPH�

¥�+\SRWKHVLV��,QWHUDFWLRQ�EHWZHHQ�DFWRUV�LQ�SRSXODWLRQV�ZLWK�ORZ�WXUQRYHU�SHUPLWV�UHLWHUDWHG�HI�
IRUWV�DW�ILQGLQJ�D�YLDEOH�FRRSHUDWLYH�VROXWLRQ�DQG�HQWDLOV�ORZHU�WUDQVDFWLRQ�DQG�GLVFRYHU\�FRVWV�
$OVR��QHZ�PHPEHUV�RI�D�JURXS� WHQG� WR�EH� OHVV� VRFLDOL]HG� LQWR� LWV�YDOXHV�DQG� IUHTXHQWO\� FDUU\
ZLWK� WKHPVHOYHV� WKH� LQWHUHVW� SHUFHSWLRQV� RI� WKH� JURXS� IURP�ZKLFK� WKH\� FDPH�� $FWRUV� QHZO\
PRYLQJ�LQWR�D�JURXS�PD\�QHHG�WLPH�WR�VHWWOH�GRZQ�DQG�WR�LGHQWLI\�WKHLU�LQWHUHVWV�ZLWK�WKRVH�RI
WKH�JURXS��0HPEHUV�ZKR�KDYH�MRLQHG�D�JURXS�RQO\�UHFHQWO\�PD\�QRW�H[SHFW�WR�VWD\�IRU�ORQJ�DQG
PD\�WKHUHIRUH�QRW�EH�SUHSDUHG�WR�WDNH�SDUW�LQ�DVVRFLDWLYH�DFWLRQ�IRU�ORQJ�WHUP�FROOHFWLYH��FDWH�
JRULF��JRRGV�

7XUQRYHU�UHODWHV� WR�FRPSHWLWLRQ� LQ� WKDW� WKH�H[WHQW� WR�ZKLFK� WKH�PHPEHUVKLS�RI� ILUPV� LQ�D�JLYHQ
LQGXVWU\�FKDQJHV�PD\�EH�LQGLFDWLYH�RI�WKH�FRPSHWLWLYHQHVV�RI�WKH�LQGXVWU\��7KLV�DSSOLHV�WR�WKH
UDWH�RI�HQWU\�DV�ZHOO�DV�WR�WKH�§PRUWDOLW\�UDWH¨��7KH�UHODWLYH�QXPEHU�RI�QHZ�ILUPV�LQ�DQ�LQGXVWU\
GXULQJ�D�SHULRG�7��7��FDQ�EH�LQWHUSUHWHG�DV�LQGLFDWLQJ�WKH�HDVH�RI�DFFHVV�WR�WKH�SDUWLFXODU�PDU�
NHW��(YHU\WKLQJ�HOVH�EHLQJ�HTXDO��DQ� LQGXVWU\� LQ�ZKLFK�PDUNHW�DFFHVV� IRU�QHZ�ILUPV� LV�HDV\� LV
PRUH�FRPSHWLWLYH�WKDQ�DQ�LQGXVWU\�LQ�ZKLFK�PDUNHW�DFFHVV�LV�GLIILFXOW���

��� 3URILWDELOLW\�DQG�*URZWK

¥�'HILQLWLRQ��<HDUO\�UDWH�RI�UHWXUQ�RQ�FDSLWDO�LQYHVWHG��\HDUO\�UDWH�RI�LQFUHDVH�LQ�VDOHV��3URILWDELOLW\
DQG�JURZWK�DUH� VXEMHFW� WR� ORQJ�WHUP�DQG� VKRUW�WHUP� IOXFWXDWLRQV��/RQJHU�WHUP�SURILWDELOLW\�DQG
JURZWK�GHSHQG�RQ�DQ� LQGXVWU\ªV� VWDJH� LQ� WKH�SURGXFW� F\FOH�� VKRUW�WHUP�SURILWDELOLW\�DQG�JURZWK
DUH�GHWHUPLQHG�E\�WKH�LQGXVWU\ªV�VHQVLWLYLW\�WR�WKH�EXVLQHVV�F\FOH�

¥� +\SRWKHVLV�� )LUPV� LQ� G\QDPLF� VHFWRUV� ZLWK� H[SDQGLQJ�PDUNHWV� VKRXOG� KDYH� UHODWLYHO\� OLWWOH
QHHG� IRU� DVVRFLDWLYH� DFWLRQ��2Q� WKH� RWKHU� KDQG��ZKHQ� IRUFHG� WR� UHVSRQG� FROOHFWLYHO\� WR� ODERU
PLOLWDQF\�RU�JRYHUQPHQW�UHJXODWLRQ��UHODWLYHO\�ORZ�FRPSHWLWLRQ�VKRXOG�PDNH�LW�HDV\�IRU�WKHP�WR
DVVRFLDWH��)LUPV�LQ�VWDJQDQW�VHFWRUV�PD\�QHHG�DVVRFLDWLYH�DFWLRQ�PRUH�¥�H�J��WR�PRELOL]H�SXEOLF
SURWHFWLRQ�¥�EXW�PD\�DOVR�ILQG�LW�PRUH�GLIILFXOW�WR�DFFRPSOLVK�GXH�WR�KLJKHU�FRPSHWLWLRQ��)LUPV
LQ�FRQWUDFWLQJ�VHFWRUV�PD\� ILQG� LW�QHFHVVDU\� WR�HQJDJH� LQ�FROOHFWLYH�§PDQDJHPHQW�RI�GHFOLQH¨�
SHUKDSV� LQ� FRRSHUDWLRQ� ZLWK� WKH� VWDWH�� $WWHPSWV� DW� MRLQW� UHGXFWLRQ� RI� SURGXFWLYH� FDSDFLWLHV
WKURZ�XS�FRQVLGHUDEOH�§3ULVRQHUªV�'LOHPPD¨�SUREOHPV�DQG�UHTXLUH�KLJK�FRQWURO�DQG�VDQFWLRQ�
LQJ�FDSDFLWLHV�RQ�WKH�SDUW�RI�DVVRFLDWLRQV�

¥�+\SRWKHVLV��7KH�PRUH�VXVFHSWLEOH�DQ�LQGXVWU\�LV�WR�VKRUW�WHUP�EXVLQHVV�IOXFWXDWLRQV��WKH�PRUH
LW�ZLOO�WHQG�WR�UHVRUW�WR�FROOHFWLYH�DFWLRQ�LQ�RUGHU�WR�VWDELOL]H�LWV�PDUNHW�WKURXJK�SXEOLF�SROLWLFDO
LQWHUYHQWLRQ��DQWL�F\FOLFDO�SXEOLF�SROLF\�PHDVXUHV���2Q�WKH�RWKHU�KDQG��WKH�VWURQJHU�WKH�F\FOLFDO
FKDQJHV�LQ�WKH�HFRQRPLF�VLWXDWLRQ��WKH�PRUH�GLIILFXOW�LW�PD\�EH�WR�EXLOG�XS�VWDEOH�DVVRFLDWLRQDO
VWUXFWXUHV�DQG�WR�DFKLHYH�FRPSUHKHQVLYH�RUJDQL]DWLRQ�

�������������������������������������������������������
�� 7KH�UHODWLYH�HDVH�RI�PDUNHW�DFFHVV�LV�IUHTXHQWO\�PHDVXUHG�E\�FDSLWDO�LQWHQVLW\��,QGXVWULHV�ZKHUH�KLJK

FDSLWDO�LQSXWV�DUH�QHHGHG�DUH�OHVV�DFFHVVDEOH�WR�QHZFRPHUV�WKDQ�LQGXVWULHV�ZLWK�ORZ�FDSLWDO�LQWHQVLW\�
:H�SURSRVH�WR�PHDVXUH�PDUNHW�DFFHVV�GLUHFWO\�XVLQJ�WKH�QXPEHU�RI�QHZ�ILUPV�UDWKHU�WKDQ�LQGLUHFWO\
XVLQJ�FDSLWDO�LQWHQVLW\�
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��� 6RFLDO�&RKHVLRQ

¥�'HILQLWLRQ��7KH�H[WHQW�WR�ZKLFK�WKH�PHPEHUV�RI�D�SRSXODWLRQ�PDLQWDLQ�ZLWK�HDFK�RWKHU�GLIIXVH
UDWKHU�WKDQ�RU�LQ�DGGLWLRQ�WR�VSHFLILF�VRFLDO�UHODWLRQVKLSV��WKH�H[WHQW�WR�ZKLFK�WKH\�LQWHUDFW�ZLWK
HDFK�RWKHU�RQ�WKH�EDVLV�RI�DVFULEHG�UDWKHU�WKDQ�RU�LQ�DGGLWLRQ�WR�DFKLHYHG�VRFLDO�UROHV��WKH�H[WHQW
WR�ZKLFK�WKH\�HQJDJH�ZLWK�HDFK�RWKHU�LQ�SULPDU\��IDFH�WR�IDFH�LQWHUDFWLRQ�UDWKHU�WKDQ�RU�LQ�DG�
GLWLRQ� WR� LQWHUDFWLRQ� WKURXJK� LPSHUVRQDO�� VHFRQGDU\� V\VWHPV�� DQG� WKH� H[WHQW� WR� ZKLFK� WKH\
VKDUH�D�VHW�RI�SDUWLFXODULVWLF�FRPPRQ�YDOXHV�DQG�§YLHZV�RI� WKH�ZRUOG¨�FOHDUO\�GLVWLQJXLVKDEOH
IURP�WKRVH�RI�RWKHU�JURXSV�

¥�+\SRWKHVLV��2ZQHUV�DQG�PDQDJHUV�RI�HFRQRPLF� LQWHUHVWV�ZKLFK�VKDUH� IUHTXHQW� �SDVW�RU�SUHV�
HQW��VRFLDO�LQWHUDFWLRQV�RXWVLGH�WKHLU�SXUHO\�HFRQRPLF�WUDQVDFWLRQV�ZLOO�NQRZ�HDFK�RWKHU�EHWWHU
�KHQFH��ORZHU�GLVFRYHU\�FRVWV���PHHW�HDFK�RWKHU�PRUH�IUHTXHQWO\��ORZHU�WUDQVDFWLRQ�FRVWV���WUXVW
HDFK�RWKHU�PRUH��GHYHORS�D�VHQVH�RI�VROLGDULW\�ZLWK�HDFK�RWKHU�DQG��KHQFH��ILQG�LW�HDVLHU�WR�HQ�
JDJH�LQ�VSHFLDOL]HG�DVVRFLDWLYH�DFWLRQ�¥�H[FHSW�LQ�WKH�OLPLWLQJ�FDVH�ZKHUH�VRFLDO�LQWHUDFWLRQV�DUH
VR� IUHTXHQW�� FRPSUHKHQVLYH� DQG�PXOWL�SXUSRVLYH� WKDW�QR� IRUPDOO\�GLIIHUHQWLDWHG�RUJDQL]DWLRQ
IRU�LQWHUHVW�LQWHUPHGLDWLRQ�LV�QHFHVVDU\�

6RFLDO� FRKHVLRQ�DPRQJ�D�JLYHQ�JURXS�RI� RZQHUV� �PDQDJHUV�� RI� EXVLQHVV� HQWHUSULVHV� FDQ�EH� DV�
VXPHG� WR� LQFUHDVH�ZLWK� WKH�SURSRUWLRQ�RI�JURXS�PHPEHUV�ZKR�DUH� UHODWHG�E\�PDUULDJH��ZKR
VKDUH� GLVWLQFWLYH� VRFLDO� FKDUDFWHULVWLFV� �PLQRULW\� UDFH�� UHOLJLRQ�� ODQJXDJH���ZKR� KDYH� DWWHQGHG
VLPLODU�HGXFDWLRQDO�LQVWLWXWLRQV��ZKR�SDUWLFLSDWH�LQ�RWKHU�DVVRFLDWLRQDO�DFWLYLWLHV�VXFK�DV�FOXEV�RU
FKDULWLHV��RU�ZKR�VKDUH�D�VHQVH�RI�GLVWLQFW�VRFLDO�LGHQWLW\�EDVHG�RQ�PHPEHUVKLS�LQ�VRPH�KLVWRUL�
FDOO\�GHILQHG�FROOHFWLYLW\��HVSHFLDOO\�RQH�VXEMHFW� WR�GLVFULPLQDWLRQ��H[SORLWDWLRQ�� VFDSH�JRDWLQJ�
SHUVHFXWLRQ��DQG�WKH�OLNH�

��� &RQFOXGLQJ�5HPDUNV�RQ�WKH�/RJLF�RI�0HPEHUVKLS

7KH�IRUHJRLQJ�VSHFXODWLRQV�RQ�WKH�ORJLF�RI�EXVLQHVV�DVVRFLDWLRQ�PHPEHUVKLS�VHHP�WR�LPSO\�WKDW
LW�LV�ERWK�HDV\�DQG�GLIILFXOW�IRU�EXVLQHVV�ILUPV�WR�HQJDJH�LQ�DVVRFLDWLYH�DFWLRQ�

:KDW�WKLV�FRPHV�GRZQ�WR�LV�ODUJHO\�ZKHWKHU�WKH�JHQHUDO�RU�WKH�VSHFLILF�FKDUDFWHULVWLFV�RI�EXVL�
QHVV�DV�D�VRFLDO�FDWHJRU\�DUH�PRUH�LPSRUWDQW��6HHQ�JHQHUDOO\��DQG�LQ�FRPSDULVRQ�ZLWK�WKH�DVVR�
FLDWLRQV�RI�RWKHU�FODVVHV�DQG�SURIHVVLRQV��HVSHFLDOO\�LQ�FRPSDULVRQ�ZLWK�WKRVH�RI�ZRUNHUV��EXVL�
QHVV�VKRXOG�ORJLFDOO\�KDYH�DQ�DGYDQWDJH�LQ�WKH�HDVH�DQG�FRVWV�ZLWK�ZKLFK�SHUPDQHQW�DQG�HIIHF�
WLYH� RUJDQL]DWLRQV� FDQ� EH� HVWDEOLVKHG� DQG� VXVWDLQHG� WR� LQWHUPHGLDWH� LWV� LQWHUHVWV�� ,WV� VPDOOHU
QXPEHU���SHUKDSV��OHVVHU�GLVSHUVLRQ��JUHDWHU�LQHTXDOLW\�LQ�UHVRXUFHV�DQG�LQWHQVLW\�� ORZHU�WXUQ�
RYHU��PXOWLSOH�VRFLDO�LQWHUFRQQHFWLRQV�¥�DOO�DVVLVW�LW�JUHDWO\��2QO\�WKH�UHODWLYH�DEVHQFH�RI�RXWVLGH
VSRQVRUVKLS��DOWKRXJK�EXVLQHVV�LQWHUHVWV�KDYH�UHFHLYHG��IUHTXHQWO\�DQG�GHOLEHUDWHO\��KHOS�IURP
WKH�VWDWH���WKH�UHODWLYHO\�ORZ�GHJUHH�RI�KLVWRULFDO�LGHQWLW\�DQG�WKH�UHODWLYHO\�DWWUDFWLYH�SUHVHQFH
RI�LQGLYLGXDO�DFWLRQ�RU�DOWHUQDWLYH�PRGHV�RI�FROOHFWLYH�DFWLRQ�GHWUDFW�IURP�WKDW�RUJDQL]DWLRQDOO\
SULYLOHJHG�VWDWXV�

6HHQ�VSHFLILFDOO\�LQ�WHUPV�RI�WKH�SURSHUWLHV�WKDW�GLIIHUHQWLDWH�EXVLQHVV�IURP�RWKHU�HFRQRPLF�RU�VR�
FLDO� FDWHJRULHV�� LWV� SRVLWLRQ� ORRNV�PXFK� OHVV� SULYLOHJHG��0RVW� LPSRUWDQWO\�� EXVLQHVV� ILUPV� DUH
PXFK�PRUH�FRPSHWLWLYH�DPRQJ�WKHPVHOYHV��DQG�WKH\�DUH�DOVR�PRUH�GLYHUVH� LQ� WKHLU�RUJDQL]D�
WLRQDO� IRUPDWV�� KHWHURJHQHRXV� LQ� WKHLU� SURGXFWLYH� DFWLYLWLHV�� YDULHG� LQ� WKHLU� FDSLWDO� LQWHQVLW\
�DOWKRXJK� WKH�GLVSDULWLHV� LQ� LQWHUHVWV�EHWZHHQ�KLJKO\� VNLOOHG�DQG�XQVNLOOHG�ZRUNHUV�DUH� VRPH�
ZKDW�DQDORJRXV��DQG�YXOQHUDEOH�WR�SURGXFW�F\FOH�HIIHFWV��DOWKRXJK�WKH�EXVLQHVV�F\FOH�GHILQLWHO\



�� 03,I*�'LVFXVVLRQ�3DSHU�����

KDV�KDG�D�JUHDWHU�DQG�PRUH�GLIIHUHQWLDWHG�HIIHFW�RQ�ZRUNHUV�WKDQ�HPSOR\HUV��DW� OHDVW�XQWLO� WKH
DGYHQW�RI� WKH�FRPSUHKHQVLYH�ZHOIDUH�VWDWH���7KH�SUHVHQFH�RI�PHFKDQLVPV�IRU�EXVLQHVV�FRRUGL�
QDWLRQ�DQG�FRQFHQWUDWLRQ�LQ�SURSHUW\�RZQHUVKLS�PLWLJDWH�DJDLQVW�WKH�DERYH�GLVDGYDQWDJHV�¥�D
ELW�LQ�WKH�ZD\�WKH�KHOS�RI�RXWVLGH�FKXUFK��SDUW\�DQG�VWDWH�LQVWLWXWLRQV�VRPHWLPHV�KHOSHG�LQ�WKH
DVVRFLDELOLW\�RI�RWKHUZLVH�GLVSHUVHG��QXPHURXV�DQG�GLYHUVH�ZRUNHUV�DQG�SHDVDQWV��)LQDOO\��WKH
YHU\�VXFFHVV�ZLWK�ZKLFK� WKHLU� LQGLUHFW�RSSRQHQWV�¥�ZRUNHUV�DQG��PRUH� UHFHQWO\�� FRQVXPHUV�¥
RYHUFDPH�WKHLU�JHQHUDO�VWDWXV�RI�EHLQJ�RUJDQL]DWLRQDOO\�XQGHUSULYLOHJHG�WKURXJK�KHDY\�UHOLDQFH
RQ�FROOHFWLYH�LGHQWLW\�DQG�LGHRORJ\�OHG�WR�D�FROOHFWLYH�SHUFHSWLRQ�RI�FODVV�DQWDJRQLVP�ZKLFK��LQ
WXUQ�� LQGXFHG� EXVLQHVVPHQ� WR� RYHUFRPH� WKHLU� VSHFLILF� VWDWXV� RI� EHLQJ� RUJDQL]DWLRQDOO\� XQGHU�
SULYLOHJHG�

� 7KH�/RJLF�RI�,QIOXHQFH

7KH�§ORJLF�RI� LQIOXHQFH¨� LV�PXFK�PRUH�GLIILFXOW� WR�DQDO\]H�D�SULRUL� WKDQ�WKH�§ORJLF�RI�PHPEHU�
VKLS¨��7KHUH�LV�DQ�LPPHQVH�OLWHUDWXUH�RQ�WKH�LQIOXHQFH�RI�RUJDQL]HG�LQWHUHVWV�XSRQ�SROLF\�SURF�
HVVHV��EXW�PRVW�RI�LW�LV�RI�GXELRXV�UHOHYDQFH��5HIHUHQFHV�DERXQG�WR�VXFK�WKLQJV�DV�§WKH�UXOHV�RI
WKH� JDPH¨�� §DFFHVV¨�� §WKH� LQVWLWXWLRQDO� IUDPHZRUN¨�� §SROLWLFDO� FXOWXUH¨�� HWF��� EXW� WKHVH� UHPDLQ
YDJXHO\�GHOLPLWHG�DG�KRF� IRUFHV�ZKLFK�DIIHFW� WKH�RUJDQL]DWLRQDO�SURSHUWLHV�RI� LQWHUHVW� DVVRFLD�
WLRQV�LQ�XQVSHFLILHG�DQG�XQIRUHVHHQ�ZD\V��:KLOH�WKH�QRWLRQ�WKDW�§SROLF\�GHWHUPLQHV�LQWHUHVWV¨
KDV� VXSSOHPHQWHG� WKH� PRUH� WUDGLWLRQDO� REVHUYDWLRQ� WKDW� §LQWHUHVWV� GHWHUPLQH� SROLFLHV¨�� WKLV
FDXVDO�LQYHUVLRQ�KDV�QRW�EHHQ�VXEPLWWHG�WR�V\VWHPDWLF�WKHRUHWLFDO�VFUXWLQ\�ZLWKLQ�WKH�SOXUDOLVW
WUDGLWLRQ��2OVRQªV�WUHDWLVH�RQ�WKH�/RJLF�RI�&ROOHFWLYH�$FWLRQ��������KDV�SURYRNHG�D�FRQFHSWXDO�DQG
WKHRUHWLFDO�UHYLVLRQ�ZLWK�UHVSHFW�WR�SUHYLRXV�DVVXPSWLRQV�DERXW�FRPPRQ�LQWHUHVWV�DQG�VSRQWD�
QHRXV�JURXS�UHVSRQVH����EXW� WKH�HTXDOO\�VXEYHUVLYH� WKRXJKW� WKDW� WKH�VWUXFWXUH��DFWLRQV�� LQWHQ�
WLRQV�RI�SXEOLF� DXWKRULWLHV�PLJKW�EH� LQIOXHQFLQJ� WKH�RUJDQL]DWLRQDO�SURSHUWLHV�RI� DVVRFLDWLYH� DF�
WLRQ��DQG�QRW�MXVW�EH�WKH�RXWFRPH�RI�WKDW�DFWLRQ��KDV�DWWUDFWHG�PXFK�OHVV�DWWHQWLRQ��7KH�SOXUDOLVW
WUDGLWLRQ�KDV��E\�DQG�ODUJH��UHPDLQHG�WUXH�WR� LWV�KLVWRULFDO��FRHUFLRQ�IUHH��SDVVLYH�FRQFHSWLRQ�RI
WKH�VWDWH���

1RU�KDV�WKH�LQWHUHVW�RI�WKH�����V�LQ�0DU[LVW�)XQFWLRQDOLVW�WKHRULHV�RI�WKH�VWDWH�FRQWULEXWHG�PXFK�
7KHUH��WKH�VWDWH��RU��EHWWHU��WKH�FDSLWDOLVW�VWDWH��KDV�EHHQ�PDGH�LQWR�VXFK�D�IRUPLGDEOH��IOH[LEOH�
UHVRXUFHIXO�DQG�DXWRPDWLF�DUWLFXODWRU�DQG�HQIRUFHU�RI�EXVLQHVV�LQWHUHVWV�WKDW�H[LVWLQJ�%,$V�DQG
WKHLU�LQIOXHQFHV�RYHU�SROLF\�DSSHDU�LUUHOHYDQW�� LI�QRW�GLVIXQFWLRQDO��IRU�WKH�SURPRWLRQ�GHIHQVH
RI�VXFK� LQWHUHVWV��:LWKRXW�EHLQJ� WROG�H[DFWO\�KRZ� WKLV� ORJLF�RI� LQIOXHQFH�RSHUDWHV� �ZKLOH�EHLQJ
WROG�D� ORW�DERXW�ZK\� LW�PXVW�RSHUDWH���ZH�DUH� OHIW�ZLWKRXW�PXFK�RI�DQ� LGHD�RI�ZKDW�RUJDQL]D�
WLRQDO�SURSHUWLHV�%,$V�DUH�OLNHO\�WR��RU�PXVW��DFTXLUH�LQ�RUGHU�IRU�WKLV�FODVV�RU�LWV�UHVSHFWLYH�VHF�
WRUV�� EUDQFKHV� DQG�SURGXFWV� WR� EH� DEOH� WR� UHSURGXFH� LWVHOI� DQG� LWV� GRPLQDQFH� RYHU� HFRQRPLF�
VRFLDO�DQG�SROLWLFDO�SURFHVVHV�

�������������������������������������������������������
�� 6HH��IRU�H[DPSOH��-DPHV�4��:LOVRQ��3ROLWLFDO�2UJDQL]DWLRQV�
�� 7KLV� LV�DOVR�WKH�FDVH�RI�VXFK�ZHOO�NQRZQ�FULWLFV�RI�$PHULFDQ�SOXUDOLVP�DV�*UDQG�0F&RQQHOO��7KHR�

GRUH�/RZL��+HQU\�.DULHO��HWF���DOWKRXJK�IURP�WKHLU�VFDWWHUHG�HPSLULFDO�REVHUYDWLRQV�RQH�PLJKW�EH�DEOH
WR�SLHFH�WRJHWKHU�DQ�DOWHUQDWLYH�PRGHO�
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��� ,QWHUDFWLRQV�ZLWK�WKH�6WDWH

����7KH�VWDWH�RU��EHWWHU��VWDWH�DJHQFLHV�KDYH�LQWHUHVWV�RI�WKHLU�RZQ��DV�ZHOO�DV�GLVWLQFWLYH�SHUFHS�
WLRQV�RI�ZKDW�WKH�LQWHUHVWV�RI�WKHLU�FLWL]HQV�RU�WKHLU�FOLHQWV�§VKRXOG¨�EH��7KLV�LV�PRVW�REYLRXV�LQ
WKH�DUHD�RI�LQWHU�VWDWH��LQWHUQDWLRQDO��UHODWLRQV�ZKHUH�WKH�VXUYLYDO�RU�ZHOIDUH�RI�WKH�FRXQWU\�LV�DW
VWDNH��EXW�DSSOLHV�LQ�OHVVHU�GHJUHHV�WR�RWKHU�SROLF\�GRPDLQV�DV�ZHOO���

���� 6WDWH� DJHQFLHV� ¥� WHUULWRULDOO\� RU� IXQFWLRQDOO\� GHILQHG� ¥�PXVW� FRPSHWH�ZLWK� HDFK� RWKHU� IRU
VFDUFH� UHVRXUFHV� �PRVW�REYLRXVO\� IRU�EXGJHWDU\�DOORFDWLRQV���7R�GR�VR� VXFFHVVIXOO\�� WKH\�PXVW
EDUJDLQ�DQG�RIWHQ�DOO\�ZLWK�RWKHU�DFWRUV�¥�DPRQJ�ZKLFK�DUH�LQWHUHVW�DVVRFLDWLRQV�ZLWK�IDFLOLWD�
WLYH�UHVRXUFHV�RU�REVWUXFWLYH�FDSDELOLWLHV�

����7KH�VXEVWDQWLYH�FRQWHQW�RI�WKH�SROLFLHV�SXUVXHG�E\�WKH�VWDWH�DQG�VWDWH�DJHQFLHV�¥�HVSHFLDOO\
DV�WKHVH�SROLFLHV�KDYH�EHFRPH�LQFUHDVLQJO\�SDUWLFXODUL]HG�DQG�FDWHJRULFDOO\�VSHFLILF�LQ�WKH�PRG�
HUQ�ZHOIDUH�VWDWH�¥�LPSRVHV�FHUWDLQ�UHTXLUHPHQWV�RI�LQIRUPDWLRQ�DQG�FRPSOLDQFH�LI�WKHVH�SROLFLHV
DUH�WR�EH�HIIHFWLYHO\�GHVLJQHG�DQG�LPSOHPHQWHG�

����7KH�VWDWH�ZLWK�LWV�PRQRSRO\�RYHU�WKH�XWLOL]DWLRQ�RI�OHJLWLPDWH�FRHUFLRQ�DQG�LWV�V\PEROLF�FD�
SDFLW\�WR�UHSUHVHQW�XQLYHUVDOLVWLF�VRFLHWDO�LQWHUHVWV�SRVVHVVHV�LPSRUWDQW�JHQHUDO�UHVRXUFHV��DORQJ
ZLWK�LWV�PRUH�VSHFLILF�DELOLWLHV�WR�SURYLGH�UHZDUGV�RU�GLVSHQVDWLRQV��ZKLFK�LWV�DJHQFLHV�PD\�XVH
WR�LQIOXHQFH�WKH�RUJDQL]DWLRQDO�VWUXFWXUH�DQG�EHKDYLRU�RI�LQWHUHVW�DVVRFLDWLRQV�

����7KH�ORJLF�RI�LQIOXHQFH�UHVWV�RQ�DQ�H[FKDQJH�UHODWLRQVKLS��,QWHUHVW�DVVRFLDWLRQV�VHHN�WR�DFTXLUH
RUJDQL]DWLRQDO�SURSHUWLHV�ZKLFK�HQDEOH�WKHP�WR�H[SORLW�WKH�H[LVWHQW��RU�HPHUJHQW��FRQILJXUDWLRQ
RI�VWDWH�DXWKRULW\��LQWHUHVWV�DQG�QHHGV�IRU�WKH�DWWDLQPHQW�RI�WKHLU�RZQ�SXUSRVHV��7KH�VWDWH��RU�LWV
DJHQFLHV��� RQ� WKH� RWKHU� KDQG�� VHHNV� WR� UHZDUG� LWV� LQWHUORFXWRUV� IRU� DFTXLULQJ� RUJDQL]DWLRQDO
SURSHUWLHV� ZKLFK� LQFUHDVH� WKH� SUREDELOLW\� RI� VDWLVI\LQJ� WKH� VWDWHªV� SROLF\� LQWHUHVWV� DQG� FRQ�
VWUDLQWV�

����1RWKLQJ�JXDUDQWHHV�D�PXWXDOO\�VDWLVIDFWRU\�DQG�VHOI�UHSURGXFLQJ�VROXWLRQ�WR�WKLV�H[FKDQJH�
OHDVW� RI� DOO� IRU� DOO� FODVVHV� RU� VHFWRUV�� %XW� WKH� JUHDWHU� WKH� LQVWLWXWLRQDO� GLIIHUHQWLDWLRQ�� LQWHUQDO
FRPSHWLWLYHQHVV�� LQIRUPDWLRQDO�QHHGV�DQG�FRQVWUDLQHG�GHSHQGHQFH�RI�VWDWH�DJHQFLHV�� WKH�PRUH
WKH�PRGH�RI� LQWHUDFWLRQ�ZLOO�EH�GHWHUPLQHG�E\� LQWHUHVW�DVVRFLDWLRQV�DQG� WKH� OHVVHU�ZLOO�EH� WKH
LPSDFW�RI�WKH�ORJLF�RI�LQIOXHQFH�XSRQ�WKH�RUJDQL]DWLRQDO�SURSHUWLHV�RI�WKHVH�DVVRFLDWLRQV��,Q�WKH
H[WUHPH�FDVH�RI�D�GLVSHUVHG��GHSHQGHQW��HDVLO\�SHQHWUDWHG�VWDWH�� WKH�VWUXFWXUH�DQG�DFWLYLWLHV�RI
LQWHUHVW�DVVRFLDWLRQV�ZLOO�EH�GHWHUPLQHG�DOPRVW�H[FOXVLYHO\�E\�WKH�ORJLF�RI�H[FKDQJH�ZLWK�WKHLU
UHVSHFWLYH�PHPEHUVKLSV�DQG�WKH�§SULYDWH¨�FRQWUDFWXDO�DUUDQJHPHQWV�WKDW�GHYHORS�EHWZHHQ�DV�
VRFLDWLRQV�

����%,$V��RI�FRXUVH��RFFXS\�D�VSHFLDO�SRVLWLRQ�LQ�WKH�ORJLF�RI�LQIOXHQFH��DW�OHDVW�LQ�WKRVH�FRXQWULHV
ZKRVH�SROLWLFDO�V\VWHP�LV�GHYRWHG�WR�WKH�PDLQWHQDQFH�RI�RUGHU�ZLWKLQ�WKH�FRQILQHV�RI�D�FDSLWDOLVW
V\VWHP�RI�SURSHUW\�ULJKWV�DQG�SURGXFWLRQ�DUUDQJHPHQWV��$W�RQH�H[WUHPH�� WKDW�RI� WKH�PLQLPDO
OLEHUDO�VWDWH��WKH�QHHG�IRU�IRUPDO�EXVLQHVV�LQWHUHVW�DVVRFLDELOLW\�LV�ORZ�¥�EHFDXVH�LQGLYLGXDOLVWLF
DFWLRQ�WKURXJK�WKH�PDUNHW�RU�WKURXJK�HOHFWRUDO�DQG�SDUOLDPHQWDU\�FKDQQHOV�ZLOO�WHQG�WR�EH�VXI�
ILFLHQW�WR�HQVXUH�WKDW�SXEOLF�DXWKRULWLHV�ZLOO�HIIHFWLYHO\�SROLFH�FRQWUDFWV�DQG�SURYLGH�VXFK�LQIUD�
VWUXFWXUDO� SXEOLF� JRRGV� DV� GHIHQVH�� VWDQGDUGL]HG� PHDVXUHV�� SHUKDSV� VRPH� VXEVLGL]DWLRQ� RI

�������������������������������������������������������
�� :H�VHW�DVLGH�WKH�REYLRXV�SRLQW�WKDW�DFWRUV�ZLWKLQ�VWDWH�DJHQFLHV�DOVR�KDYH�GLVWLQFWLYH��FRUSRUDWH�LQWHU�

HVWV�TXD�SXEOLF�HPSOR\HHV��SURIHVVLRQDOV��FLYLO�VHUYDQWV��VWDWH�ZRUNHUV�DQG�VR�IRUWK�¥�DQG��KHQFH��IRUP
LQWHUHVW�JURXSV�SRWHQWLDOO\��DQG�DFWXDOO\��FDSDEOH�RI�DVVRFLDWLYH�DFWLRQ�RQ�WKHLU�RZQ��VSHFLILFDOO\�VHOI�
UHJDUGLQJ�EHKDOI�
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FRPPXQLFDWLRQV�DQG�WUDQVSRUW��7KH�FRPPRQ�LQWHUHVWV�RI�EXVLQHVV�DUH�LQIOXHQWLDO�LQ�VXFK�D�VFH�
QDULR��YL]��WKH�IDPRXV�PHWDSKRU�RI�WKH�§H[HFXWLYH�FRPPLWWHH�RI�WKH�ERXUJHRVLH¨���%XW�WKH�ORJLF
RI�WKHLU�SXUVXLW�DQG�VDWLVIDFWLRQ�GRHV�QRW�SODFH�D�KLJK�EXUGHQ�RI�DFWLRQ�RQ�%,$V��ZKRVH�RUJDQ�
L]DWLRQDO�VWUXFWXUHV�ZLOO�UHIOHFW�H[FOXVLYHO\�WKH�SUREOHPV�RI�DWWUDFWLQJ�DQG�KROGLQJ�D�YROXQWDULV�
WLF�PHPEHUVKLS�

$W� WKH�RWKHU�H[WUHPH�� WKDW�RI�D� VWURQJO\� LQWHUYHQWLRQLVW� VWDWH��SXEOLF�DXWKRULWLHV�§PXVW¨� �RU� VR
SRVWXODWHV� WKH� IXQFWLRQDOLVW�H[SODQDWLRQ��DFWLYHO\�SURPRWH� WKH� UHDOL]DWLRQ�RI�SURILW�DQG� WKH�DF�
FXPXODWLRQ� RI� FDSLWDO� VXIILFLHQW� WR� HQVXUH� UHSURGXFWLRQ� RI� WKH� V\VWHP�� 7R� WKLV� HQG�� WKH� VWDWH
§PXVW¨�DFTXLUH�VXIILFLHQW�LQIRUPDWLRQ�DQG�GHFLVLRQDO�DXWRQRP\�WR�DFW�HYHQ��DQG��LQGHHG��RIWHQ�
DJDLQVW� WKH� LPPHGLDWHO\� SHUFHLYHG� LQWHUHVWV� RI� EXVLQHVV�� &RQWURO� RYHU� WKH�PRGH� RI� EXVLQHVV�
VWDWH�LQWHUDFWLRQ��WKHUHIRUH��EHFRPHV�D�IXQFWLRQDO�LPSHUDWLYH��WR�JXDUDQWHH�ERWK�WKH�DSSURSULDWH
DJJUHJDWLRQ�RI� LQIRUPDWLRQ�DQG� VXIILFLHQW� FRQWURO� RYHU�EHKDYLRU�� ,Q� WKLV� VFHQDULR�� DWWHQWLRQ� WR
EXVLQHVV�LQWHUHVWV�LV�DJDLQ�D�SUHGRPLQDQW�FRQFHUQ�RI�SXEOLF�SROLF\�PDNLQJ��EXW�WKH�ORJLF�RI�LQ�
IOXHQFH�PXVW�SUHYDLO�RYHU�WKH�ORJLF�RI�PHPEHUVKLS�LQ�GHWHUPLQLQJ�WKH�RUJDQL]DWLRQDO�SURSHUWLHV
RI�%,$V��7KH�VWDWH��QRZ�YDVWO\�PRUH�DFWLYH��UHVRXUFHIXO��FHQWUDOO\�FRRUGLQDWHG�DQG�DXWRQRPRXV�
§VHOHFWV¨�DQG�§PROGV¨�LQWHUDFWLRQ�LQ�WHUPV�RI�ORQJHU�WHUP�IXQFWLRQDO�LPSHUDWLYHV��%,$V�EHFRPH
VLPXOWDQHRXVO\� OHVV�UHOHYDQW�DV� WKH�YROXQWDULVWLF�UHSUHVHQWDWLYHV�RI�SHUFHLYHG�VXEMHFWLYH�PHP�
EHU�LQWHUHVWV��DQG�PRUH�UHOHYDQW�DV�FRPSXOVRU\�HOHPHQWV�LQ�WKH�FRQWURO�RYHU�IXQFWLRQDO�REMHFWLYH
PHPEHU�LQWHUHVWV�

$W�VRPH�ULVN�RI�PLVXQGHUVWDQGLQJ��RQH�FRXOG�GHVFULEH�WKH�PRGHUQ�LQWHUYHQWLRQLVW�VWDWH�DV�D�VRUW
RI�PHWD�ILUP��RU��EHWWHU��FRQJORPHUDWH�RI�PHWD�ILUPV���,WV�JRDO�VWUXFWXUH�LV�QRW�DV�VLPSOH�DV�WKDW�RI
D�EXVLQHVV�ILUP��HYHQ�D�ODUJH�EXVLQHVV�ILUP��L�H��LW�GRHV�QRW�MXVW�VHHN�WR�PD[LPL]H�SURILW�RU�PLQL�
PL]H�ULVN�ZLWKRXW�UHJDUG�IRU�RWKHUV��,W�SXUVXHV�D�PRUH�HOXVLYH�DQG�FRPSOH[�VHW�RI�DLPV�LQ�DGGL�
WLRQ� WR� WKDW�RI� HQVXULQJ� WKH�UHSURGXFWLRQ� RI� WKH� FDSLWDOLVW� V\VWHP��SULPDULO\�VHFXULW\� LQ�H[WHUQDO
WUDQVDFWLRQV�DQG�RUGHU� LQ� LQWHUQDO� WUDQVDFWLRQV��EXW� WHPSHUHG�RU�GLVWRUWHG�E\�FRQVLGHUDWLRQV�RI
OHJDOLW\�� VRFLDO� HTXLW\� DQG� SROLWLFDO� DFFRXQWDELOLW\�� %,$V� PXVW�� WKHUHIRUH�� GHDO� ZLWK� WZR� VHWV� RI
ILUPV��PLFUR�ILUPV�� RU�SULYDWH�SXEOLF�XQLWV�RI� HFRQRPLF�SURGXFWLRQ�DQG�GLVWULEXWLRQ��ZKLFK�DUH
WKH�DFWXDO�RU�SRWHQWLDO�PHPEHUV�ZLWKLQ�LWV�GRPDLQ�RI�LQWHUHVW��DQG�PHWD�ILUPV��RU�VWDWH�DJHQFLHV
RI�DXWKRULWDWLYH�DOORFDWLRQ�DQG�JHQHUDO�OHJLWLPDWLRQ��ZKLFK�DUH�WKH�DFWXDO�RU�SRWHQWLDO�VXSSOLHUV
RI�SXEOLF�RU�FDWHJRULF�JRRGV�ZLWKLQ� LWV�GRPDLQ�RI� LQWHUHVW��7KH� IDFW� WKDW�QHLWKHU�VHW�RI�§ILUPV¨
FOHDUO\�SUHYDLOV��RXWVLGH�WKH�H[WUHPH�VFHQDULRV�RI�D�PLQLPDO�OLEHUDO�RU�D�PD[LPDO�LQWHUYHQWLRQLVW
VWDWH��� WKDW�%,$V�FDQQRW�VXUYLYH�ZLWKRXW�H[WUDFWLQJ�UHVRXUFHV� IURP�ERWK�RI� WKHP��DQG� WKDW� WKH
PLFUR�� DQG�PHWD�ILUPV�RI� LWV� HQYLURQPHQW�SXUVXH�GLIIHUHQW��EXW�QRW�QHFHVVDULO\� FRQWUDGLFWRU\�
JRDOV��PDNHV�WKH�FKRLFH�RI�DQ�RUJDQL]DWLRQDO�VWUDWHJ\�FRPSOH[�DQG�FRQIXVLQJ�

,Q�VHHNLQJ�WR�RSHUDWLRQDOL]H�WKH�OLNHO\�LPSDFW�RI�VWDWH�DJHQFLHV�XSRQ�%,$V��ZH�ILQG�LW�XVHIXO�WR
EHJLQ�ZLWK�D�VLPSOH�IRXUIROG�GLVWLQFWLRQ�

���� &HUWDLQ� FKDUDFWHULVWLFV� RI� WKH� VWDWH� �RU�� EHWWHU�� WKH� SROLWLFDO� SURFHVV� VLQFH� WKH\� DUH� QRW� UH�
VWULFWHG�WR�LQVWLWXWLRQV�RI�SXEOLF�ODZ�RU�JHQHUDO�SROLWLFDO�DFFRXQWDELOLW\��FDQ�EH�H[SHFWHG�WR�DIIHFW
WKH�RUJDQL]DWLRQDO�SURSHUWLHV�RI�YLUWXDOO\�DOO�%,$V��UHJDUGOHVV�RI�WDVN�RU�VHFWRU��7KHVH�§JHQHUDO¨
YDULDEOHV�GHVFULELQJ�WKH�VWUXFWXUH�DQG�UROH�RI�SROLWLFDO�DXWKRULW\�LQ�D�JLYHQ�VRFLHW\�H[SODLQ�ZK\
%,$V�GLIIHU�VR�PXFK�IURP�FRXQWU\�WR�FRXQWU\��6R��IRU�H[DPSOH��ZH�PLJKW�ILQG�%,$V�LQ��VD\��&DQ�
DGD� OHVV�FHQWUDOL]HG� LQWHUQDOO\��RU� OHVV�ERXQG� LQWR� LQWHURUJDQL]DWLRQDO�KLHUDUFKLHV� WKDQ� LQ�� VD\�
6ZHGHQ�¥�HYHQ�LQ�VHFWRUV�ZKRVH�PHPEHUVKLS�FKDUDFWHULVWLFV�DUH�URXJKO\�VLPLODU�

����7KHUH�DOVR�LV�WKH�HPSLULFDOO\�REYLRXV�IDFW�WKDW�WKH�IRUP�DQG�FRQWHQW��VWUXFWXUH�DQG�UROH��RI
VWDWH�SROLF\�YDULHV� VLJQLILFDQWO\� IURP�VHFWRU� WR� VHFWRU��SHUKDSV�EHFDXVH�GLIIHUHQW� VHFWRUV�DUH�RI
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YDU\LQJ�LPSRUWDQFH�IRU�WKH�VWDWH��SHUKDSV�EHFDXVH�WKHLU�%,$V�KDYH�EHHQ�GLIIHUHQWLDOO\�VXFFHVVIXO
LQ�§FRORQL]LQJ¨�WKH�SXEOLF�DJHQFLHV�UHVSRQVLEOH�IRU�GHDOLQJ�ZLWK�WKHP��SHUKDSV�IRU�YDULHG�KLV�
WRULFDO�� HYHQ�DFFLGHQWDO� UHDVRQV��:KDWHYHU� WKH� UHDVRQ�� H[SORUDWLRQ�RI� WKHVH�GLIIHUHQFHV� VKRXOG
KHOS� H[SODLQ� WKH�YDULDWLRQ� LQ�%,$V�DFURVV� VHFWRUV�ZLWKLQ� WKH� VDPH�SROLW\�� ,W�PD\� HYHQ� OHDG� WR
JHQHUDOL]DWLRQV� WKDW�KROG�XS�DFURVV� DOO�SROLWLFDO� V\VWHPV� UHJDUGOHVV�RI�PHPEHU� FKDUDFWHULVWLFV�
)RU�H[DPSOH��EHFDXVH�WKH�PDFKLQH�WRRO�LQGXVWU\�LV�QRW�VSHFLILFDOO\�UHJXODWHG�E\�FHQWUDO�DXWKRU�
LW\��LWV�%,$V�FRXOG�EH�H[SHFWHG�WR�KDYH�OHVV�RI�D�JRYHUQLQJ�FDSDFLW\�RYHU�PHPEHU�EHKDYLRU�WKDQ�
VD\��WKRVH�RI�WKH�FRQVWUXFWLRQ�LQGXVWU\�ZKHUH�ORFDO�JRYHUQPHQW�UHJXODWLRQ�LV�XVXDOO\�LPSRUWDQW�
RU�WKRVH�RI�WKH�IRRG�SURFHVVLQJ�LQGXVWU\�ZLWK�LWV�QDWLRQDO�KHDOWK�DQG�SDFNDJLQJ�VWDQGDUGV�

����:KHWKHU�JHQHUDO�RU�VHFWRUDO��WKH�IRUP�DQG�FRQWHQW�RI�VWDWH�SROLFLHV�PD\�LQYROYH�D�VHW�RI�GLUHFW
WUDQVDFWLRQV�ZLWK�%,$V�LQ�ZKLFK�DXWKRULWLHV�WROHUDWH��UHFRJQL]H�RU�HYHQ�HQFRXUDJH�VSHFLILF�DVVR�
FLDWLRQV��VXEVLGL]H�WKHLU�H[LVWHQFH��FRQWURO�WKHLU�DFWLYLWLHV��H[FKDQJH�LQIRUPDWLRQ�ZLWK�WKHP��HWF��

����RU��WKH�LPSDFW�RI�WKH�VWDWH�RQ�%,$V�PD\�EH�LQGLUHFW��L�H��FRQGLWLRQHG�E\�WKH�WUDQVDFWLRQV�ZKLFK
WKH�VWDWH�KDV�ZLWK�LQGLYLGXDO�ILUPV�DV�LW�VXEVLGL]HV��WD[HV��SXUFKDVHV�IURP�DQG�HYHQ�RZQV�WKHP�
+HUH��WKH�ORJLF�RI�LQIOXHQFH�ZRUNV�LQ�D�VHQVH�WKURXJK�WKH�ORJLF�RI�PHPEHUVKLS��E\�LQIOXHQFLQJ
WKH�QHHGV�DQG�LQWHUHVWV�RI�DFWXDO�RU�SRWHQWLDO�PHPEHUV�DQG�E\�GHWHUPLQLQJ�WKHLU�UHTXLUHPHQWV
IRU�%,$�LQWHUPHGLDWLRQ�

����� *HQHUDO��1DWLRQDO��&RQGLWLRQV

,Q�)LJXUH�,,�ZH�KDYH�UXQ�WKH�GLUHFW�YV��LQGLUHFW�DQG�JHQHUDO�YV��VHFWRUDO�GLPHQVLRQV�DJDLQVW�HDFK
RWKHU�DQG�OLVWHG�ZKDW�VHHP�WR�XV�WR�EH�WKH�YDULDEOHV�RI�JUHDWHVW�LPSRUWDQFH�LQ�HDFK�RI�WKH�IRXU
FHOOV�� 0RVW� RI� WKH� §JHQHUDO¨� FRQGLWLRQV�� ZKHWKHU� DIIHFWLQJ� WKH� %,$V� GLUHFWO\� RU� LQGLUHFWO\
WKURXJK�ILUPV��DUH�LQWHUQDWLRQDOO\�FRPSDUDWLYH�LQ�QDWXUH�DQG�FDQ�EH�PHDVXUHG�UHODWLYHO\�HDVLO\
WKURXJK�D�YDULHW\�RI�VWDQGDUG�DJJUHJDWH�LQGLFDWRUV��7KLV�GRHV�QRW�KROG�IRU�WKH�§WKH�UXOHV�RI�WKH
JDPH¨��2UJDQL]DWLRQDO�SURSHUWLHV�RI�%,$V�DUH�DIIHFWHG�E\�WKH�OHJDO�QRUPV�DQG�FXVWRPDU\�SUDF�
WLFHV�SUHVHQW�LQ�D�VRFLHW\�DQG�HQIRUFHG�E\�SXEOLF�DXWKRULWLHV��)RU�HDFK�FRXQWU\�LW�ZLOO�WKHUHIRUH
EH�QHFHVVDU\�WR�GHVFULEH�WKH�H[LVWLQJ�VLWXDWLRQ�LQ�IRUPDO�ODZ��MXULGLFDO�SUHFHGHQW��DGPLQLVWUDWLYH
SUDFWLFH�DQG�SROLWLFDO�SUXGHQFH�ZLWK�UHVSHFW�WR�WKH�IROORZLQJ�

����&RQGLWLRQV�XQGHU�ZKLFK�%,$V� FDQ�EH� IRXQGHG�DQG� FDQ� DFTXLUH� D� OHJDO� VWDWXV� VXIILFLHQW� WR
SHUPLW�WKHP�WR�H[LVW��L�H��WR�RZQ�SURSHUW\��WR�VXH�RU�EH�VXHG��HWF���

����&RQGLWLRQV�XQGHU�ZKLFK�WKH�IRXQGDWLRQ�RU�UHFRJQLWLRQ�RI�DOWHUQDWLYH�DQG�ULYDO�DVVRFLDWLRQV
FDQ�EH�SUHYHQWHG��RU�DW�OHDVW�KLQGHUHG��HLWKHU�E\�VWDWH�DXWKRULWLHV�DW�WKHLU�LQLWLDWLYH�RU�E\�H[LVWLQJ
DVVRFLDWLRQV�VHHNLQJ�WR�SURWHFW�WKHLU�DFTXLUHG�SRVLWLRQ��(VSHFLDOO\�LPSRUWDQW�DUH�DQ\�SURFHGXUHV
ZKHUHE\�D�JLYHQ�%,$�EHFRPHV�FHUWLILHG�IRUPDOO\�RU�LQIRUPDOO\�DV�§WKH�PRVW�UHSUHVHQWDWLYH�LQ�
VWLWXWLRQ¨�DQG�FDQ�WKHQ�SUHYHQW�FRPSHWLWLRQ�

����$FWLYLWLHV��LQFOXGLQJ�WKH�SURGXFWLRQ�RI�JRRGV�DQG�VHUYLFHV�IRU�VDOH�WR�PHPEHUV�ZKLFK�%,$V
DUH�DOORZHG�RU�UHTXLUHG�WR�SHUIRUP��DQG�WKRVH�WKDW�DUH�SURKLELWHG��H�J��IL[LQJ�SULFHV��UHVWULFWLQJ�LQ�
IRUPDWLRQ�WR�PHPEHUV��PDNLQJ�FDPSDLJQ�FRQWULEXWLRQV��UDLVLQJ�D�SULYDWH�DUP\��GLVFULPLQDWLQJ
DJDLQVW�PHPEHUV�E\�UDFH�RU�UHOLJLRQ��FROOHFWLQJ�FRQWULEXWLRQV�DXWRPDWLFDOO\�DQG�FRPSXOVRULO\�
HWF���

�������������������������������������������������������
�� %RWK� RI� WKHVH� PD\� HQFRXUDJH� %,$V� WR� §RII�ORDG¨� VRPH� RI� WKHLU� DFWLYLWLHV� RQ� RWKHU� LQVWLWXWLRQV

�UHVHDUFK�� LQVXUDQFH�� VDOHV�� HWF���ZKLFK� FDQ� EH� VHW� XS� SDUDOOHO� WR�� EXW� QRPLQDOO\� LQGHSHQGHQW� IURP
WKHP�
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����7D[� VLWXDWLRQ�ZLWK� UHVSHFW� WR�%,$V� �DQG� WKHLU� DFWLYLWLHV�� HVSHFLDOO\� WKRVH� LQYROYLQJ� VDOHV�RI
JRRGV�RU� FKDUJLQJ� IHHV� IRU� VHUYLFH�RU� OREE\LQJ� IRU� OHJLVODWLYH�EHQHILWV�� DQG� WKH� VLWXDWLRQ�ZLWK
UHVSHFW�WR�PHPEHU�FRQWULEXWLRQV�WR�%,$V��D�GHGXFWLEOH�EXVLQHVV�H[SHQVH��D�SHUVRQDO�LQFRPH�GH�
GXFWLRQ"��

����5LJKWV��LI�DQ\��ZKLFK�PHPEHUV�KDYH�ZLWK�UHVSHFW�WR�DQ�DVVRFLDWLRQªV�GHFLVLRQV�RU�SURFHVVHV�
)RU�H[DPSOH��GR�PHPEHUV�KDYH�D�ULJKW�WR�NQRZ�WKH�DVVRFLDWLRQªV�DQQXDO�ILQDQFLDO�VLWXDWLRQ"�'R

Figure II The Logic of Influence and Its Impact on the Organizational Properties of BIAs:
Interaction with the State
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6FKPLWWHU��6WUHHFN��7KH�2UJDQL]DWLRQ�RI�%XVLQHVV�,QWHUHVWV ��

PHPEHUV�KDYH�D�ULJKW�WR�KDYH�WKHLU�YRWHV�LQ�DVVRFLDWLRQ�PDWWHUV�FRXQWHG�KRQHVWO\�DQG�VHFUHWO\"
'R�PHPEHUV�KDYH�D�§GXH�SURFHVV¨�ULJKW�LI�WKUHDWHQHG�ZLWK�H[SXOVLRQ�RU�ZLWK�D�ILQH"

����/LDELOLW\�RU� H[WHQW� WR�ZKLFK�%,$V� FDQ�EH�KHOG� OHJDOO\� UHVSRQVLEOH� IRU� WKHLU� DFWLRQV�RU� WKHLU
FRQVHTXHQFHV��&DQ� WKH\�EH� VXHG�E\� FXVWRPHUV� IRU� WKH�KLJKHU�SULFHV�RU� ULJJHG�ELGV� WKH\�KDYH
SURGXFHG"�&DQ�WKH\�EH�IRUFHG�WR�FRPSHQVDWH�ZRUNHUV�RU�WKHLU�RUJDQL]DWLRQV�IRU�ORVVHV�GXH�WR�D
ORFN�RXW�WKH\�KDYH�RUJDQL]HG"

,W�LV�GLIILFXOW�WR�VXPPDUL]H�D�SULRUL�WKH�OLNHO\�VLJQLILFDQFH�DQG�GLUHFWLRQ�RI�LPSDFW�RI�JHQHUDO�LQ�
IOXHQFH�YDULDEOHV��)RU�H[DPSOH��D�FODVVLFDO�K\SRWKHVLV�LQ�WKH�§SUHVVXUH�JURXS¨�OLWHUDWXUH�UHODWHV
WKH�GHJUHH�RI�FHQWUDOL]DWLRQ�RI� WKH�VWDWH�VWUXFWXUH�SRVLWLYHO\�DQG� OLQHDUO\� WR� WKH�GHJUHH�RI�FHQ�
WUDOL]DWLRQ�RI�DVVRFLDWLYH�DFWLRQ��RQ�WKH�JURXQGV�WKDW�§JURXSV�LPLWDWH�WKH�VWUXFWXUH�RI�DXWKRULWLHV
WKH\�ZLVK�WR�LQIOXHQFH¨��%XW�ZK\�WKLV�UDWKHU�WKDQ�WKH�PRUH�GLDOHFWLFDO�QRWLRQ�WKDW�%,$V�LQ�SDU�
WLFXODU�PD\�UHDFW� LQYHUVHO\�WR�WKH�VWUXFWXUH�RI�WKH�VWDWH"�%,$V�PD\�VHHN�WR�DFTXLUH�D�UHODWLYHO\
FHQWUDOL]HG� FDSDFLW\� IRU� WKH� FRRUGLQDWLRQ� RI� FODVV� DFWLRQ�� SUHFLVHO\� EHFDXVH� WKH� GHFHQWUDOL]HG
VWDWH�VWUXFWXUH�IDLOV�WR�SURYLGH�QHFHVVDU\�VHUYLFHV�DW�QDWLRQDO�RU�LQWHUQDWLRQDO�OHYHO����2U��ZKHUH
WKH� VWDWH� LV� DOUHDG\� KLJKO\� FHQWUDOL]HG�� ZK\�ZRXOG� EXVLQHVV� LQWHUHVWV� QRW� ILQG� WKDW� WKH\� FDQ
EULQJ� UHVRXUFHV� WR�EHDU�PRUH�DW� ORFDO� RU� UHJLRQDO� OHYHO"��� 6WUHQJWK�RI� VRFLDO�GHPRFUDF\�� HVSH�
FLDOO\�LQ�UHODWLYHO\�HDUO\�SHULRGV��LV�RIWHQ�VXJJHVWHG�WR�EH�DFFRPSDQLHG�E\�JUHDWHU�ZLOOLQJQHVV�
EDVHG�RQ�D�SHUFHLYHG�JUHDWHU� WKUHDW� WR�FDSLWDOLVW�KHJHPRQ\�� WR�HQWUXVW�%,$V�ZLWK�§VWURQJ¨�RU�
JDQL]DWLRQDO� SURSHUWLHV���� +LJKO\� SURIHVVLRQDOL]HG� VWDWH� EXUHDXFUDFLHV� ZLWK� WKHLU� VSHFLDOL]HG
NQRZOHGJH� SUHVXPDEO\� GLVFRXUDJH� WKH� GHYHORSPHQW� RI� RUJDQL]DWLRQDO� SURSHUWLHV� LQ� %,$V�� LI
RQO\�EHFDXVH�WKH\�DUH�PRUH�FDSDEOH�RI� LQWHUDFWLQJ�GLUHFWO\�ZLWK�FOLHQWV�DQG�OHVV�GHSHQGHQW�RQ
LQWHUPHGLDULHV�IRU�LQIRUPDWLRQ��,Q�DGGLWLRQ�WKH\�DUH�OLNHO\�WR�VWUHVV�WKH�LQGHSHQGHQFH�DQG�GLV�
WLQFWLYHQHVV�RI�WKH�SXEOLF�EXUHDXFUDF\��7KH�LQGLUHFW�YDULDEOHV�PRVWO\�GHDO�ZLWK�WKH�LQWHUQDWLRQDO
HFRQRPLF� DQG� SROLWLFDO� YXOQHUDELOLW\� RI� WKH� FRXQWU\�� DQG� WKH� K\SRWKHVLV� ZRXOG� EH� WKDW� WKH
JUHDWHU�WKH�SHUFHSWLRQ�E\�WKRVH�LQ�SRZHU�RI�WKLV�YXOQHUDELOLW\��WKH�JUHDWHU�ZLOO�EH�WKHLU�LQFOLQD�
WLRQ�WR�LQWHUYHQH�WR�FUHDWH�D�§IDYRUDEOH¨�VHW�RI�RUJDQL]DWLRQDO�SURSHUWLHV�IRU�%,$V�

����� 6SHFLILF��6HFWRUDO��&RQGLWLRQV

6WDWH� VWUXFWXUHV� DUH� UDUHO\� LGHQWLFDO� IRU� DOO� VHFWRUV� RI� WKH� HFRQRP\�� )HZHU� DQG� IHZHU� SROLFLHV
KDYH�D�JHQHUDO�HIIHFW�DFURVV�WKH�ERDUG��DQG�PRUH�DQG�PRUH�DUH�GHVLJQHG�WR�DIIHFW�VSHFLILF�VHFWRUV
DQG�DUH�LPSOHPHQWHG�E\�LQFUHDVLQJO\�VSHFLDOL]HG�DJHQFLHV��'LUHFW�RU�LQGLUHFW�VHFWRUDO�VSHFLILFL�
WLHV�LQ�WKH�VWUXFWXUH�RI�SRZHU�DQG�FRQWHQW�RI�SROLF\�DUH�WKHUHIRUH�OLNHO\�WR�H[SODLQ�DW�OHDVW�VRPH
RI� WKH�YDULDWLRQ� LQ�RUJDQL]DWLRQDO�SURSHUWLHV�DFURVV� VHFWRUV�ZLWKLQ� WKH� VDPH�SROLW\��0RUHRYHU�
ZKHQ� LW� FRPHV� WR� WKH�VSHFLILF�TXHVWLRQ�RI� WKH�DFTXLVLWLRQ�RI�JRYHUQLQJ�SURSHUWLHV�E\�%,$V�ZH
H[SHFW�WKH�ORJLF�RI�LQIOXHQFH�WR�EH�D�JRRG�GHDO�PRUH�VLJQLILFDQW�WKDQ�WKH�ORJLF�RI�PHPEHUVKLS���

����,W�VHHPV�WR�PDNH�D�GLIIHUHQFH�LI�WKH�VWDWH�KDV�DQ�DJHQF\�DQG�D�VHW�RI�SURJUDPV�GHVLJQHG�WR
GHDO�PRUH�RU�OHVV�H[SOLFLWO\�DQG�H[FOXVLYHO\�ZLWK�D�JLYHQ�VHFWRU��3UHVXPDEO\��ZKHUH�WKH�DJHQF\

�������������������������������������������������������
�� 6ZLW]HUODQG�ZRXOG�EH�D�FDVH�LQ�SRLQW�
�� )UDQFH�PLJKW�ILW�WKLV�DVVXPSWLRQ�
�� 2U�ZLWK�D�JUHDWHU�SURSHQVLW\�IRU�ZRUNHUVª�RUJDQL]DWLRQV�WR�EH�KLHUDUFKLFDOO\�FRRUGLQDWHG�DQG��KHQFH�

WR�§SURYRNH¨�FDSLWDOLVWV�LQWR�DFFHSWLQJ�PRUH�FRUSRUDWLVW�IRUPV�RI�RUJDQL]DWLRQ�WKHPVHOYHV�
�� $OWKRXJK� WKHLU� UHVSHFWLYH� FRQWULEXWLRQV� ZLOO� VRPHWLPHV� EH� KDUG� WR� §SDUWLWLRQ¨� VLQFH� PXFK� RI� WKH

VHFWRUDOO\�GLIIHUHQWLDWHG�HIIHFW�RI�SXEOLF�SROLF\�LV�LQGLUHFWO\�H[SHULHQFHG�E\�%,$V�YLD�WKH�GLUHFW�WUDQV�
DFWLRQV�EHWZHHQ�WKH�6WDWH�DQG�ILUPV�
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LV�UHODWLYHO\�DXWRQRPRXV�ZLWKLQ�WKH�SRZHU�VWUXFWXUH�RI�WKH�VWDWH��DVVRFLDWLYH�DFWLRQ�PD\�EHFRPH
DOPRVW�XQQHFHVVDU\��VLQFH�WKH�DJJUHJDWLRQ�RI�LQWHUHVWV�DQG�SURPRWLRQ�RI�IDYRUDEOH�SROLFLHV�PD\
EH�XQGHUWDNHQ�E\�WKH�§SXEOLF¨�DJHQF\�LWVHOI�DV�LW�EHFRPHV�§FRORQL]HG¨�E\�WKRVH�LW�LV�VXSSRVHG�WR
UHJXODWH��([DPSOHV�RI�WKLV�VHHP�WR�EH�FHQWUDO�EDQNV�DQG�§WKH�ILQDQFLDO�FRPPXQLW\¨��DQG�FHUWDLQ
DJULFXOWXUDO� PDUNHWLQJ� ERDUGV� DQG� WKH� SURGXFHUV� RI� WKH� FRPPRGLWLHV� ZKRVH� SULFHV� WKH\� DUH
VXSSRVHG�WR�FRQWURO��/LNHZLVH��ZKHUH�DQ�LQGXVWULDO�VHFWRU�IDFHV�D�SOHWKRUD�RI�VWDWH�DJHQFLHV�ZLWK
RYHUODSSLQJ�FRPSHWHQFHV�¥�HVSHFLDOO\�ZKHUH�WKHVH�DUH�VFDWWHUHG�DFURVV� ORFDO�� UHJLRQDO�DQG�QD�
WLRQDO�OHYHOV�RI�GHFLVLRQ�PDNLQJ�¥�WKH�LQFHQWLYHV�IURP�WKH�VWDWH�IRU�GHYHORSLQJ�FHQWUDOL]HG��KLHU�
DUFKLFDO�RUJDQL]DWLRQDO�SURSHUWLHV�DUH� OLNHO\�WR�EH�ZHDN��DQG�FRQIXVLQJ���7KH�§LGHDO¨�VLWXDWLRQ
VHHPV� WR� EH� RQH�ZKHUH� WKH� VWDWH� DJHQF\� �§VSRQVRULQJ� DJHQF\¨�� QHHGV� WKH� FROODERUDWLRQ� RI� D
FRPSUHKHQVLYH��VLQJXODU��KLJKO\�GHQVH�DQG�UHVRXUFHIXO�%,$�WR�SURYLGH�LW�ZLWK�LQIRUPDWLRQ�DQG
WR�DVVLVW�LW�LQ�LWV�FRPSHWLWLRQ�ZLWK�RWKHU�VWDWH�DJHQFLHV�

����3XEOLF��QDWLRQDO�RU�UHJLRQDO��DXWKRULWLHV�PD\�DOORFDWH�IXQGV�IRU�VSHFLILF�SURJUDPV�WR�D�VHFWRU
DQG�PD\� FKDQQHO� WKHP� WKURXJK� %,$V�� XS� WR� XVLQJ� WKHP� DV� DJHQWV� RI� SROLF\� LPSOHPHQWDWLRQ
�6WDDWVHQWODVWXQJ��� 6XEVLGLHV� IRU� H[SRUW� SURPRWLRQ�� DSSUHQWLFHVKLS� WUDLQLQJ�� LQGXVWULDO� FUHGLW�
VWDWLVWLFDO� LQIRUPDWLRQ��VRFLDO� LQVXUDQFH��SURGXFW�VWDQGDUGL]DWLRQ�DQG�VR� IRUWK�FDQ�EHFRPH� LP�
SRUWDQW�§PRQRSRO\�JRRGV¨�LQGXFLQJ�PHPEHUV�WR�MRLQ�DQG�FRQWULEXWH��(YHQ�LQ�FDVHV�ZKHUH�WKH\
FDQQRW�EH�GHQLHG�WR�QRQ�PHPEHUV��ILUPV�PD\�IHHO�WKDW�WKH\�ZLOO�JHW�SUHIHUUHG�WUHDWPHQW�LI�WKH\
MRLQ��6WDWHV�PD\�HYHQ�VSHFLILFDOO\� LQVSLUH� WKH� IRXQGDWLRQ�RI�DQ�DVVRFLDWLRQ�DV�DQ�DJHQW� IRU� WKH
LPSOHPHQWDWLRQ�RI�D�SDUWLFXODU�SURJUDP��'HOHJDWHG�SURJUDPV�PD\�SD\�IRU�D�VXEVWDQWLDO�SRUWLRQ
RI� RYHUKHDG� H[SHQVHV� DQG� HQFRXUDJH�%,$V� WR�GHYHORS�PRUH�SURIHVVLRQDOL]HG� DQG� FHQWUDOL]HG
DGPLQLVWUDWLYH�VWUXFWXUHV�

����3XEOLF�DXWKRULWLHV�PD\�ILQG�LW�FRVWO\�RU�LPSRVVLEOH��HVSHFLDOO\�ZKHUH�WKH\�DUH�QRW�WUXVWHG��WR
JDWKHU�LQIRUPDWLRQ�RQ�WKH�SHUIRUPDQFH�RU�QHHGV�RI�D�VHFWRU��7KH\�PD\�VXEVLGL]H�%,$V�IRU�SUR�
YLGLQJ�WKH�GDWD��%,$V�ZLOO�EH�LQFOLQHG�WR�EH�UHFHSWLYH�WR�VXFK�UHTXHVWV�LI��E\�GRLQJ�VR��WKH\�FDQ
SULQFLSDO� DFFHVV� WR� LQIRUPDWLRQ� XVHG� IRU� SXEOLF� SROLF\�PDNLQJ�� DQG� HIIHFWLYHO\� HOLPLQDWH� WKH
WHPSWDWLRQ�IRU�VWDWH�RIILFLDOV�WR�DGGUHVV�WKHPVHOYHV�GLUHFWO\�WR�ILUPV�RU�NQRZOHGJHDEOH�LQGLYLG�
XDO�EXVLQHVVPHQ���

����7KH�VWUXFWXUH�RI� WKH�PRGHUQ�VWDWH� LV� VKRW� WKURXJK�ZLWK�FRQVXOWDWLYH�DQG�GHFLVLRQDO�ERGLHV
FRPSRVHG� RI� IXQFWLRQDO� UHSUHVHQWDWLYHV�� 9LUWXDOO\� DOO� HPSLULFDO� UHVHDUFK� WR� GDWH� UHYHDOV� WKDW
%,$V� DUH� SURPLQHQWO\�� HYHQ� TXLWH� GLVSURSRUWLRQDWHO\�� SUHVHQW� LQ� VXFK� IRUXPV��� DQG� LW� VHHPV
WKDW�WKLV�UHSUHVHQWV�D�SDUWLFXODUO\�SULYLOHJHG�DUHQD�RI�LQIOXHQFH�IRU�EXVLQHVV�LQWHUHVWV��3UHVXPD�
EO\�� %,$V� ZLOO� DGMXVW� WKHLU� GRPDLQV� DQG� WKHLU� LQWUD�RUJDQL]DWLRQDO� DQG� LQWHU�RUJDQL]DWLRQDO
VWUXFWXUHV� WR� HQVXUH� D� PRUH� HIIHFWLYH� SDUWLFLSDWLRQ� LQ� WKHVH� UHSUHVHQWDWLYH� ERGLHV�� HVSHFLDOO\
ZKHUH�E\�GRLQJ�VR�WKH\�FDQ�IXUWKHU�SURWHFW�WKHLU�PRQRSRO\�RQ�LQWHUPHGLDWLRQ�IURP�ULYDO�DVVR�
FLDWLRQV�RU�RSSRUWXQLVWLF�ILUPV�DQG�LQGLYLGXDOV��2EYLRXVO\�WKH�PRUH�QDWLRQDO�LQ�OHYHO�DQG�EURDG
LQ�VFRSH�WKHVH�ERGLHV��WKH�JUHDWHU�WKH�LQFHQWLYH�IRU�KLJKHU�DQG�PRUH�KLHUDUFKLF�PRGHV�RI�LQWHUHVW
RUJDQL]DWLRQ���� 3HUKDSV� WKH� PRVW� LPSRUWDQW� JHQHUDO� HIIHFW� RI� VXFK� ERGLHV� LV� WR� §IUHH]H¨� WKH

�������������������������������������������������������
�� 'LIIHUHQW� VHFWRUV�� RQH� FRXOG� K\SRWKHVL]H�� FUHDWH� GLIIHUHQWO\� VWURQJ� QHHGV� RQ� WKH� SDUW� RI� VWDWHV� IRU

6WDDWVHQWODVWXQJ� WKURXJK� GHYROXWLRQ� RI� SXEOLF� SROLF\� SURJUDPV�� DVVRFLDWLRQDO� UDWKHU� WKDQ� VWDWH� OL�
FHQVLQJ��DQG�LQIRUPDWLRQ��,W�LV�GLIILFXOW�WR�VD\��KRZHYHU��ZKLFK�VWUXFWXUDO�SURSHUWLHV�RI�VHFWRUV�VKRXOG
DFFRXQW�IRU�VXFK�YDULDWLRQ��2QH�FRXOG�DVVXPH�WKDW�QHHGV�IRU�GHYROXWLRQ�YDU\�ZLWK�WKH�LPSRUWDQFH�RI
WKH�VHFWRU�IRU�SXEOLF�SROLF\��HVSHFLDOO\�LQ�WHUPV�RI�WKH�JURZWK�DQG�HPSOR\PHQW�REMHFWLYHV�RI�SXEOLF
DXWKRULWLHV�

��� 7KHVH�KDYH�EHHQ�PRVW�WKRURXJKO\�H[SORUHG�E\�/DUV�1�UE\�-RKDQVHQ�DQG�2OH�3��.ULVWHQVHQ��������
�� :KHWKHU�WKLV�ORJLF�DSSOLHV�WR�VXSUD�QDWLRQDO�ERGLHV�UHPDLQV�WR�EH�VHHQ��6R�IDU��WKH�UHVWULFWHG�FRPSH�
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VWUXFWXUH�RI�RUJDQL]HG� LQWHUPHGLDWLRQ�E\�HQVXULQJ�SDUWLFLSDWLRQ� IRU� H[LVWLQJ�%,$V�DQG� UDLVLQJ
WKH�FRVWV�IRU�QHZ�RQHV��HVSHFLDOO\�ULYDO�RQHV��WR�JHW�LQWR�WKH�JDPH�RI�LQWHUHVW�SROLWLFV�

7KH�§EXQGOH¨�RI�IDFWRUV�LQ�FHOO� ,9�LQ�)LJXUH�,,�� WKRVH�WKDW�DUH�VHFWRUDOO\�VSHFLILF�EXW�LQGLUHFW� LQ
HIIHFW��KDYH�D�SHFXOLDU�VLJQLILFDQFH��WKH�WHQGHQF\�IRU�EXVLQHVV�LQWHUHVWV�WR�EH�§VDWLVILHG¨��§WDNHQ
FDUH�RI¨��§SURPRWHG¨�E\�VWDWH�DXWKRULWLHV�ZLWKRXW�D�VHOI�FRQVFLRXV��VWUDWHJLFDOO\�DFWLYH�HIIRUW�RQ
WKH�SDUW�RI�%,$V�RU�HYHQ�RI�LQGLYLGXDO�ILUPV��)RU�D�ODUJH�YDULHW\�RI�PRWLYHV��WKH�VWDWH�PD\�KDYH
VLJQLILFDQW�UHDVRQV�RI�LWV�RZQ�WR�PDNH�LW�DFW�IRU�EXVLQHVV��:H�KDYH�DOUHDG\�KLQWHG�DW�WKHVH�XQGHU
WKH�ODEHO�RI�JHQHUDO�LQWHUQDWLRQDO�HFRQRPLF�DQG�SROLWLFDO�YXOQHUDELOLW\��QRZ�ZH�GUDZ�DWWHQWLRQ
WR�PRUH�VHFWRUDOO\�VSHFLILF�PDQLIHVWDWLRQV�RI�WKLV�VDPH�JHQHULF�IHDWXUH�RI�§WKH�VWDWH�LQ�FDSLWDOLVW
VRFLHW\¨�

+HQFH�� WKH�VWDWH�PD\�EH�DQ� LPSRUWDQW�SXUFKDVHU�RI�JRRGV�IURP�D�JLYHQ�VHFWRU� �DUPV�SURFXUH�
PHQW� EHLQJ� WKH�PRVW� REYLRXV� FDVH��� LW�PD\� KDYH� D� VLJQLILFDQW� VWDNH� LQ� WKH� §KHDOWK\� GHYHORS�
PHQW¨�RI�D�VHFWRU�EHFDXVH�LW�LWVHOI�RZQV�DQG�PDQDJHV�SURGXFWLYH�XQLWV�LQ�LW��LW�PD\�EH�SDUWLFX�
ODUO\� VROLFLWRXV� EHFDXVH� WKH� YDOXH� RI� LWV� FXUUHQF\�GHSHQGV� XSRQ� WKH� HIIHFW� WKDW� WKH� H[SRUW� UH�
FHLSWV�RI�D�JLYHQ�VHFWRU�KDYH�XSRQ�WKH�FRXQWU\ªV�EDODQFH�RI�SD\PHQWV��LW�PD\�EH�HVSHFLDOO\�FRQ�
FHUQHG� WR�SURWHFW� WKH� LQWHUHVWV�RI� VRPH�VHFWRU�EHFDXVH�RI� WKH�HPSOR\PHQW�FUHDWLRQ�HIIHFWV� WKLV
PD\�KDYH�DQG�LWV�IHDU�RI�WKH�SROLWLFDO�FRQVHTXHQFHV��L�H��QRQ�UH�HOHFWLRQ�RU�YLROHQFH��WKDW�XQHP�
SOR\PHQW�FRXOG�KDYH��DQG�VRPH�VHFWRUV�PD\�EH�SDUWLFXODUO\�VLJQLILFDQW�WR�WKH�VWDWH�EHFDXVH�WKH\
JHQHUDWH�HVSHFLDOO\�LPSRUWDQW�ILVFDO�UHYHQXHV�WKH�VWDWH�PD\�QHHG�WR�PHHW�LWV�RWKHU�REOLJDWLRQV�

2QH�JHQHUDO�RULHQWLQJ�K\SRWKHVLV� LV� WKDW��DOO� WKLQJV�EHLQJ�HTXDO��VHFWRUV�RI�JUHDWHU� LPSRUWDQFH
IRU�WKH�VWDWH�ZLOO�KDYH�OHVV�LQFHQWLYH�WR�GHYHORS�VWURQJ�DVVRFLDWLRQDO�VWUXFWXUHV�EHFDXVH�ILUPV�LQ
WKRVH�VHFWRUV�ZLOO�EH�LQFOLQHG�WR�IUHH�ULGH�RQ�WKH�HIIRUWV�DOUHDG\�EHLQJ�WDNHQ�E\�SXEOLF�DXWKRUL�
WLHV�WR�SURPRWH�WKHLU�LQWHUHVWV��'LIIHUHQFHV�LQ�LQWHUHVW�SHUFHSWLRQ�DQG�WLPH�SUHIHUHQFHV�DQG�IHDU
RI�WKH�IXWXUH�FRQVHTXHQFHV�RI�VXFK�GHSHQGHQFH�PD\�PLWLJDWH�DQG�HYHQ�HOLPLQDWH�WKH�WHPSWDWLRQ
WR�IUHH�ULGH��EXW�RQ�EDODQFH��%,$V�LQ�VWUDWHJLF�VHFWRUV�DUH�OLNHO\�WR�EH�OHVV�DFWLYH�DQG�OHVV�FDSDEOH
RI�JRYHUQLQJ�WKHLU�PHPEHUVª�EHKDYLRU��7KLV�ZRXOG�OHDG�WR�WKH�SDUDGR[LFDO�FRQFOXVLRQ�WKDW�WKH
LQWHUHVWV� RI� VHFWRUV�ZLWK� D�ZHDN� DVVRFLDWLRQDO� VWUXFWXUH�PD\� EH� EHWWHU� VDWLVILHG� WKDQ� WKRVH� RI
VHFWRUV�ZKLFK�DUH�KLJKO\�RUJDQL]HG��§%XVLQHVV¨�PD\�EH�PRUH�LQIOXHQWLDO��LI�OHVV�SRZHUIXO�LQ�WKH�LQWHQ�
WLRQDO�VHQVH�RI�WKH�WHUP��ZKHUH�%,$V�DUH�OHVV�LQIOXHQWLDO�

2Q�WKH�RWKHU�KDQG��RQH�FRXOG�DV�ZHOO�H[SHFW�WKDW�WKH�VWDWH�ZLOO�HQFRXUDJH�DQG�VXSSRUW�DVVRFLD�
WLRQDO�VHOI�JRYHUQPHQW��6HOEVWYHUZDOWXQJ��SUHFLVHO\�LQ�VHFWRUV�RI�KLJK�SROLWLFDO�VLJQLILFDQFH��,I�LW�LV
WUXH� WKDW�GLUHFW�SXEOLF� UHJXODWLRQ�RI� HFRQRPLF� DFWLYLWLHV�KDV� LWV� LQKHUHQW� OLPLWDWLRQV� DQG�RIWHQ
HYHQ�G\VIXQFWLRQV��WKH�VWDWH�PD\�EH�WKH�PRUH�LQWHUHVWHG�LQ�WKH�SUHVHQFH�RI�D�IXQFWLRQLQJ�V\VWHP
RI�LQWHUHVW�DQG�SROLF\�LQWHUPHGLDWLRQ�WKH�PRUH�LPSRUWDQW�LW�LV�WKDW�LWV�SROLFLHV�DFWXDOO\�ZRUN��,Q
GHDOLQJ�ZLWK�VWUDWHJLF�VHFWRUV�� LW�PD\�QRW�RQO\�UHTXLUH�SUHFLVH� LQIRUPDWLRQ�� UHOLDEOH�H[SHUW�DG�
YLFH�DQG�VZLIW�DGMXGLFDWLRQ�RI� LQWHUQDO�FRQIOLFWV�EXW�DOVR�D�KLJK�GHJUHH�RI�DJJUHJDWLRQ�RI� LQGL�
YLGXDO�LQWHUHVWV�DW�WKH�VHFWRU�OHYHO��DOO�RI�WKHVH�PD\�QRW�EH�DYDLODEOH�ZLWKRXW�WKH�VXSSRUW�RI�ZHOO�
RUJDQL]HG�DVVRFLDWLRQV��$V�D�FRQVHTXHQFH��WKH�VWDWH�YLV�j�YLV�VWUDWHJLFDOO\�LPSRUWDQW�VHFWRUV�PD\�
LQ� DGGLWLRQ� WR� RU� HYHQ� LQVWHDG� RI� GLUHFW� LQWHUYHQWLRQ�� SXW� KHDY\� HPSKDVLV� RQ� ¨PHWD�SROLFLHV¨
VWUXFWXULQJ�DQG�UHJXODWLQJ�VHOI�JRYHUQLQJ�VHFWRUDO�DVVRFLDWLRQV�DQG�HQDEOLQJ�WKHP�WR�VROYH�VHF�
WRUDO�SUREOHPV� LQGHSHQGHQWO\�ZLWKLQ� WKH� IUDPHZRUN�DQG� FRQWULEXWLQJ� WR� WKH�JRDOV�RI� JHQHUDO
SXEOLF�SROLF\��§IXQFWLRQDO�DXWRQRP\¨��

�������������������������������������������������������������������������������������������������������������������������������������������������������������������������
WHQFH�DQG�VHFWRUDO�FRPSDUWPHQWDOL]DWLRQ�RI�WKH�(&�KDV�\HW�WR�SURYLGH�VXIILFLHQW�LQFHQWLYHV�IRU�VWURQJ
DVVRFLDWLRQDO�KLHUDUFKLHV�DW�WKH�UHJLRQDO�OHYHO�
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$Q�H[DPSOH�RI�EXVLQHVV�DVVRFLDWLRQV�ZLWK�VWURQJ�RUJDQL]DWLRQDO�SURSHUWLHV�SHUIRUPLQJ��XQGHU
JRYHUQPHQW� DXWKRUL]DWLRQ� DQG� VXEVLGL]DWLRQ�� TXDVL�JRYHUQPHQWDO� IXQFWLRQV� LQ� FUXFLDOO\� LP�
SRUWDQW�LQGXVWULDO�VHFWRUV�LV�WKH�DJUHHPHQW�EHWZHHQ�WKH�FRDO�PLQLQJ�DQG�WKH�HOHFWULFLW\�VXSSO\
LQGXVWU\� DVVRFLDWLRQV� LQ� *HUPDQ\� RQ� WKH� XVH� RI� GRPHVWLF� FRDO� LQ� WKH� SURGXFWLRQ� RI� HOHFWULF
SRZHU��7KH�DJUHHPHQW�GHWHUPLQHV� WKH�DPRXQW�RI�*HUPDQ�FRDO� WKH�HOHFWULFLW\�VXSSO\� LQGXVWU\
KDV� WR�EX\�RYHU�D�QXPEHU�RI�\HDUV��DQG� LW�SURYLGHV� IRU�D�FRPSOLFDWHG� ILQH�WXQLQJ�PHFKDQLVP
UHJXODWLQJ�WKH�DOORFDWLRQ�RI�GRPHVWLF�FRDO�WR�LQGLYLGXDO�HOHFWULFLW\�SURGXFHUV�DFFRUGLQJ�WR�FULWH�
ULD�VXFK�DV�JHQHUDO�HFRQRPLF�IOXFWXDWLRQV��LQGLYLGXDO�FKDQJHV�LQ�PDUNHW�SHUIRUPDQFH��WUDQVSRUW
FRVWV��HWF��:KLOH�WKH�VWDWH�VXEVLGL]HV�WKH�V\VWHP�ILQDQFLDOO\��SUHYLRXV�H[SHULHQFH�KDG�VKRZQ�WKDW
XQGHU�GLUHFW� VWDWH� DGPLQLVWUDWLRQ� WKH� VFKHPH�GLG�QRW� EULQJ� DERXW� WKH�GHVLUHG� UHSODFHPHQW� RI
LPSRUW�FRDO��DQG� LW�ZDV�RQO\�DIWHU� WKH�DVVRFLDWLRQV�KDG�DJUHHG� WR�DFFHSW� UHVSRQVLELOLW\� IRU� WKH
SURJUDP�WKDW�LW�EHJDQ�WR�ZRUN��,Q�VR�IDU�DV�WKH�JRYHUQLQJ�FDSDFLWLHV�RI�WKH�SDUWLFLSDWLQJ�DVVRFLD�
WLRQV�KDYH�LQFUHDVHG�DV�D�UHVXOW�RI�WKHLU�SDUWLFLSDWLRQ�LQ�WKH�VFKHPH�¥�ZKLFK�WKH\�VHHP�WR�KDYH�¥
WKLV�LV�DQ�H[DPSOH�RI�DVVRFLDWLRQV�EHFRPLQJ�RUJDQL]DWLRQDOO\�VWURQJHU�DV�D�FRQVHTXHQFH�RI�WKHLU
VHFWRUVª�VWUDWHJLF�LPSRUWDQFH�IRU�WKH�VWDWH���

��� ,QWHUDFWLRQV�ZLWK�2UJDQL]HG�/DERU

2XU�EDVLF�DVVXPSWLRQ� LQ�GLVFXVVLQJ�WKH�UHODWLRQVKLS�EHWZHHQ�RUJDQL]HG�ODERU�DQG�WKH�RUJDQL�
]DWLRQ�RI�EXVLQHVV�LQWHUHVWV�LV�WKDW�LQGLYLGXDO�HPSOR\HUV��LI�WKH\�KDYH�D�FKRLFH��SUHIHU�QRW�WR�GHDO
ZLWK�RUJDQL]HG�ODERU�DW�DOO�EXW�UDWKHU�WR�SURFXUH�WKHLU�VXSSO\�RI�ODERU�WKURXJK�LQGLYLGXDO�FRQ�
WUDFWV��,I�FRPSHOOHG�HLWKHU�E\�ODZ�RU�E\�XQLRQ�VWUHQJWK�WR�UHFRJQL]H�D�WUDGH�XQLRQ�DV�DQ�DJHQW�RI
FROOHFWLYH�EDUJDLQLQJ��HPSOR\HUV�ZLOO�KDYH�D�SUHIHUHQFH�IRU�ZRUNSODFH�RU�FRPSDQ\�RYHU�PXOWL�
ILUP��LQGXVWULDO�DJUHHPHQWV�VLQFH�WKH�IRUPHU�OHDYH�WKHP�D�KLJKHU�GHJUHH�RI�DXWRQRP\��,W�LV�RQO\
LI�WKH\�DUH�IRUFHG�HLWKHU�E\�H[LVWLQJ�LQVWLWXWLRQDO�VWUXFWXUHV�RU�E\�D�KLJK�GHJUHH�RI�VWUDWHJLF�FR�
RUGLQDWLRQ�RQ� WKH�SDUW�RI� WUDGH�XQLRQV� WKDW�HPSOR\HUV� FDQ�EH�H[SHFWHG� WR�\LHOG� VRPH�RI� WKHLU
DXWRQRP\�DV�EX\HUV�RI�ODERU�WR�HPSOR\HUV�DVVRFLDWLRQV�EDUJDLQLQJ�RQ�WKHLU�EHKDOI��:H�DVVXPH�
WKHUHIRUH��WKDW�WR�H[SODLQ�WKH�H[LVWHQFH�RI�GHYHORSHG�RUJDQL]DWLRQDO�SURSHUWLHV�LQ�HPSOR\HUV�DV�
VRFLDWLRQV�RQH�KDV�WR�ORRN�IRU�H[WHUQDO�SUHVVXUHV�SUHYHQWLQJ�HPSOR\HUV�IURP�DFWLQJ�LQ�WKH�ODERU
PDUNHW�LQGHSHQGHQWO\�DQG�RQ�WKHLU�RZQ�

%XVLQHVV� DVVRFLDWLRQV� LQ� VRPH� FRXQWULHV� RU� VHFWRUV� DUH� GLIIHUHQWLDWHG� LQWR� WZR� FDWHJRULHV� DF�
FRUGLQJ� WR� WKH� WZR�PDMRU� WDVN� HQYLURQPHQWV� RI� RUJDQL]HG� EXVLQHVV�� ���� LQWR� WUDGH� DVVRFLDWLRQV
GHDOLQJ�ZLWK�DQG�RULHQWHG�WRZDUGV�WKH�VWDWH�DQG�RWKHU�EXVLQHVV�LQWHUHVWV������LQWR�HPSOR\HUV�DVVR�
FLDWLRQV� LQWHUDFWLQJ� SULPDULO\�ZLWK� WUDGH� XQLRQV�� ,QWHUDFWLRQV�ZLWK� WUDGH� XQLRQV� DIIHFW� WKH� RU�
JDQL]DWLRQDO�SURSHUWLHV�RI�HPSOR\HUV�DVVRFLDWLRQV�DQG�RI�PXOWL�IXQFWLRQDO�%,$V�LQWHUDFWLQJ�ZLWK
ERWK�WKH�VWDWH�DQG�RUJDQL]HG�ODERU��EXW�WKH\�GR�QRW�QHFHVVDULO\�LQIOXHQFH�WKH�VWUXFWXUH�RI�WUDGH
DVVRFLDWLRQV��7KH�GLIIHUHQWLDWLRQ�EHWZHHQ�WUDGH�DVVRFLDWLRQV�DQG�HPSOR\HUV�DVVRFLDWLRQV�PD\�LQ
VRPH� FDVHV� KDYH� KLVWRULFDOO\� LGLRV\QFUDWLF� RULJLQV�� RQ� WKH� RWKHU� KDQG�� RQH� FRXOG� K\SRWKHVL]H
WKDW�LW�LV�PRUH�OLNHO\�WR�RFFXU�LQ�SROLWLHV�RU�VHFWRUV�ZKHUH�WKH�LQWHUDFWLRQ�EHWZHHQ�EXVLQHVV�DVVR�
FLDWLRQV�DQG�RUJDQL]HG�ODERU�LV�SDUWLFXODUO\�LQWHQVLYH�DQG�EURDG�LQ�VFRSH��,I�XQGHU�VXFK�FLUFXP�
VWDQFHV�WKHUH�LV�QR�GLIIHUHQWLDWLRQ�EHWZHHQ�%,$V�E\�WDVNV��RQH�ZRXOG�H[SHFW�WKDW�WKH�WZR�PDMRU
WDVN�HQYLURQPHQWV�ZLOO�EH�DWWHQGHG�WR�E\�VSHFLDOL]HG�VXEXQLWV�ZLWKLQ�PXOWL�IXQFWLRQDO�%,$V�

�������������������������������������������������������
�� )RU�D�GHWDLOHG�DFFRXQW�RI�WKLV�FDVH��VHH�=��-iNOL��6WDDWOLFKH�,QWHUYHQWLRQ�XQG�SULYDWH�3ROLWLN�LP�(QHUJL�

HVHNWRU��LQ��9��5RQJH��HG���$P�6WDDW�YRUEHL��)UDQNIXUW��&DPSXV����������¥���
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/LNH�WKH�LQIOXHQFH�RI�LQWHUDFWLRQ�ZLWK�WKH�VWDWH��WKH�LPSDFW�RI�RUJDQL]HG�ODERU�RQ�%,$�RUJDQL]D�
WLRQDO�SURSHUWLHV�PD\�EH�ERWK�GLUHFW�DQG�LQGLUHFW��DQG�LW�PD\�HLWKHU�EH�WKH�VDPH�IRU�DOO�%,$V�LQ�D
JLYHQ� LQGXVWULDO� SROLW\� RU�GLIIHU� E\� VSHFLILF� VHFWRUV� �)LJXUH� ,,,���$�GLUHFW� LQIOXHQFH� RQ�%,$�RU�
JDQL]DWLRQDO�SURSHUWLHV�LV�H[HUFLVHG�E\�WKH�LQVWLWXWLRQDO�VWUXFWXUHV�RI�LQWHUDFWLRQ�EHWZHHQ�FDSLWDO
DQG�ODERU�LQ�WKH�ODERU�PDUNHW��WKH�§V\VWHP�RI�LQGXVWULDO�UHODWLRQV¨�DV�GHILQHG�E\�'XQORS��GHWHU�
PLQLQJ� WKH� UROH� DQG� VFRSH� RI� §MRLQW� UHJXODWLRQ¨� DQG� WKH� DUHQDV� RI� QHJRWLDWLRQ� LQ� D� VRFLHW\� RU
VHFWRU��,QGLUHFW�LQIOXHQFHV�DUH�H[HUFLVHG�E\��QDWLRQDO�RU�VHFWRUDO��FRQWH[WXDO�IDFWRUV�FRQGLWLRQLQJ
WKH�EHKDYLRU�RI� WUDGH�XQLRQV� LQ� WKH� IUDPHZRUN�RI�JLYHQ� LQVWLWXWLRQV�� WKH\�DIIHFW�%,$V�WKURXJK
WKHLU�LPSDFW�RQ�WUDGH�XQLRQ�DFWLYLWLHV�

2EYLRXVO\�� WKHUH� DUH� PDQLIROG� LQWHUGHSHQGHQFLHV� EHWZHHQ� WKH� LQVWLWXWLRQV� RI� FROOHFWLYH� EDU�
JDLQLQJ�� WUDGH� XQLRQ� VWUXFWXUHV�� %,$� RUJDQL]DWLRQDO� SURSHUWLHV�� DQG� WKH� HFRQRPLF� DQG� VRFLDO
FRQWH[W�ZLWKLQ�ZKLFK�FDSLWDO�DQG�ODERU�LQWHUDFW��7KXV��FRQWH[WXDO�IDFWRUV�XQGRXEWHGO\�LQIOXHQFH
LQVWLWXWLRQDO�VWUXFWXUHV��DQG�WKH�ODWWHU�QRW�RQO\�DIIHFW�WKH�RUJDQL]DWLRQDO�SURSHUWLHV�RI�%,$V�EXW
DUH� LQ� WXUQ�DOVR�DIIHFWHG�E\�WKHP��1HYHUWKHOHVV�� IRU� WKH�SXUSRVH�RI�RXU�SUHVHQW�GLVFXVVLRQ�WKH
GLVWLQFWLRQ�EHWZHHQ�LQVWLWXWLRQDO�VWUXFWXUHV�DQG�XQGHUO\LQJ�VRFLDO�DQG�HFRQRPLF�FRQGLWLRQV�RI�
IHUV�D�XVHIXO�FODVVLILFDWLRQ��DQG�WKH�FRQFHSWXDOL]DWLRQ�RI�%,$�SURSHUWLHV�DV�GHSHQGHQW�XSRQ�FRO�
OHFWLYH� EDUJDLQLQJ� V\VWHPV� DQG� WUDGH� XQLRQ� RUJDQL]DWLRQ� SHUPLWV� D� PHDQLQJIXO� DQDO\VLV� RI
FDXVDO�UHODWLRQVKLSV�

����� *HQHUDO��1DWLRQDO��&RQGLWLRQV

1DWLRQDO� LQGXVWULDO� UHODWLRQV� V\VWHPV� GLIIHU� E\� WKH� GHJUHH� WR�ZKLFK� WKH� VWDWH� DFWV� DV� D� §WKLUG
SDUW\¨�UHJXODWLQJ�WKH�H[FKDQJHV�EHWZHHQ�FDSLWDO�DQG�ODERU��HLWKHU�E\�GHILQLQJ�DQG�JXDUDQWHHLQJ
FHUWDLQ�§UXOHV�RI�WKH�JDPH¨�RU�WKURXJK�LQFRPHV�SROLF\��PLQLPXP�ZDJHV�OHJLVODWLRQ�RU�WKH�OLNH
�LWHPV���DQG���LQ�FHOO�,�RI�)LJXUH�,,,���7KH\�DOVR�GLIIHU�E\�WKH�GHJUHH�RI�FHQWUDOL]DWLRQ�DQG�XQLIL�
FDWLRQ�RI�WKH�QDWLRQDO�WUDGH�XQLRQ�PRYHPHQW��LWHP�����$OO�WKUHH�IDFWRUV�FDQ�EH�DVVXPHG�WR�LQIOX�
HQFH�%,$�RUJDQL]DWLRQDO�SURSHUWLHV�GLUHFWO\�

����§5XOHV�RI�WKH�*DPH¨��'LIIHUHQW�V\VWHPV�RI�ODERU�ODZ�GLIIHUHQWO\�HQFRXUDJH�DQG�VXSSRUW�DVVR�
FLDWLYH�DFWLRQ�RI�EXVLQHVV��)LYH�IDFWRUV�VHHP�WR�EH�RI�SDUWLFXODU�LPSRUWDQFH��WKH�H[WHQW�WR�ZKLFK
WKH�ODZ�OLPLWV�ZRUNSODFH�RU�SODQW�OHYHO�EDUJDLQLQJ�DQG�JLYHV�SUHFHGHQFH�WR�LQGXVWU\�ZLGH�FRO�
OHFWLYH�DJUHHPHQWV��WKH�H[WHQW�WR�ZKLFK�DJUHHPHQWV�FDQ�EH�GHFODUHG�JHQHUDOO\�YDOLG��DOOJHPHLQ�
YHUELQGOLFK��E\�WKH�VWDWH�IRU�DOO�ILUPV�LQ�D�VHFWRU��UHJDUGOHVV�RI�ZKHWKHU�RU�QRW�WKH\�DUH�PHPEHUV
RI� WKH� HPSOR\HUV�ZKLFK� KDYH� QHJRWLDWHG� WKH� DJUHHPHQW�� WKH� H[WHQW� WR�ZKLFK� DJUHHPHQWV� DUH
HQIRUFHDEOH�LQ�FRXUW��WKH�H[WHQW�WR�ZKLFK�WKH\�LPSRVH�D�§SHDFH�REOLJDWLRQ¨�IRU�WKH�WLPH�RI�WKHLU
YDOLGLW\�RQ� WKH�SDUWLHV� LQYROYHG��DQG� WKH�H[WHQW� WR�ZKLFK� WKH� VWDWH�HQJDJHV� LQ�DUELWUDWLRQ�DQG
FRQFLOLDWLRQ�EHWZHHQ�XQLRQV�DQG�HPSOR\HUV��)LUVW��LQ�V\VWHPV�ZKHUH�LQGXVWU\�ZLGH�EDUJDLQLQJ
WDNHV�SUHFHGHQFH�RYHU�ZRUNSODFH�EDUJDLQLQJ��HPSOR\HUV�DVVRFLDWLRQV�DUH�PRUH� OLNHO\�WR�HVWDE�
OLVK�WKHPVHOYHV�DV�EDUJDLQLQJ�DJHQWV�RQ�EHKDOI�RI�WKHLU�PHPEHUV�WKDQ�LQ�V\VWHPV�LQ�ZKLFK�HP�
SOR\HUV�KDYH� WKH�RSWLRQ�RI� UHJXODWLQJ� WKHLU� LQGXVWULDO� UHODWLRQV� LQGLYLGXDOO\��)XUWKHUPRUH�� WKH
EURDGHU�WKH�UDQJH�RI�WKH��QRQ�ZDJH��VXEMHFWV�WKDW�FDQ�EH�WDNHQ�XS�LQ��RU�DUH�UHVHUYHG�E\�ODZ�WR�
PXOWL�SODQW�EDUJDLQLQJ��WKH�PRUH�WHFKQLFDOO\�FRPSOH[�LQGXVWU\�ZLGH�FROOHFWLYH�DJUHHPHQWV�ZLOO
EHFRPH��DQG�WKH�JUHDWHU�WKH�LPSRUWDQFH�RI�HPSOR\HUV�DVVRFLDWLRQV�DV�EDUJDLQLQJ�DJHQWV�DQG�DV
LQIRUPDQWV�DQG�DGYLVRUV�IRU�WKHLU�PHPEHUV��6HFRQG��LQ�V\VWHPV�LQ�ZKLFK�WKH�VWDWH�FDQ�PDNH�D
FROOHFWLYH�DJUHHPHQW�DOOJHPHLQYHUELQGOLFK��WKH�FDSDFLW\�RI�EXVLQHVV�DVVRFLDWLRQV�WR�JRYHUQ�WKH�EH�
KDYLRU�RI�LQGLYLGXDO�ILUPV�LV�QRW�RQO\�JHQHUDOO\�LQFUHDVHG�EXW�LV�H[WHQGHG�WR�QRQ�PHPEHUV��$V�D
UHVXOW��QRQ�PHPEHUV�PD\�GHFLGH�WR�MRLQ�LQ�RUGHU�WR�EH�DEOH�WR�SDUWLFLSDWH�LQ�WKH�IRUPDWLRQ�RI�DV�
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VRFLDWLRQ�SROLF\��DQG�WKH�DVVRFLDWLRQ�PD\�ILQG� LW�SRVVLEOH� WR�H[WHQG� LWV�EDUJDLQLQJ�DFWLYLWLHV� WR
RWKHU�DQG�PRUH�FRPSOH[�VXEMHFWV�WKDQ�ZDJHV�DQG�KRXUV��7KLUG��ZKHUH�FROOHFWLYH�DJUHHPHQWV�DUH
OHJDOO\�HQIRUFHDEOH��ILUPV�UHTXLUH�VSHFLDOL]HG�OHJDO�DVVLVWDQFH�WR�DSSO\�DJUHHPHQWV�FRUUHFWO\�DQG
WR�EH�UHSUHVHQWHG�LQ�FRXUW��VXFK�DVVLVWDQFH�FDQ�EH�IXUQLVKHG�E\�HPSOR\HUV�DVVRFLDWLRQV�ZKRVH
OHJDO�VHUYLFHV�PD\�EHFRPH�LQGLVSHQVDEOH�HVSHFLDOO\�IRU�VPDOOHU�ILUPV��)RXUWK��LQ�V\VWHPV�ZLWK�D
OHJDO�§SHDFH�REOLJDWLRQ¨�ILUPV�DUH�SURWHFWHG�IURP�WUDGH�XQLRQ�DFWLRQ�LI�WKH\�DUH�PHPEHUV�RI�DQ
HPSOR\HUV�DVVRFLDWLRQ�ZKLFK�LV�D�SDUW\�WR�D�FXUUHQW�LQGXVWULDO�DJUHHPHQW��7KLV�PD\�EH�D�VWURQJ
LQFHQWLYH� IRU�HPSOR\HUV� WR� MRLQ�VXFK�DQ�DVVRFLDWLRQ��*HQHUDOO\�VSHDNLQJ�� WKH�PRUH�D�FRXQWU\ªV
§UXOHV�RI�WKH�JDPH¨�RI�LQGXVWULDO�UHODWLRQV�IDYRU�LQGXVWU\�ZLGH�EDUJDLQLQJ��DQG�WKH�JUHDWHU�WKH
UROH�RI�WKH�IRUPDO�ODZ�LQ�UHJXODWLQJ�UHODWLRQV�EHWZHHQ�ODERU�DQG�FDSLWDO��WKH�JUHDWHU�RQH�ZRXOG
H[SHFW� WR� EH� WKH� IXQFWLRQDO� LPSRUWDQFH� RI� %,$V� IRU�� DQG� WKHLU� JRYHUQLQJ� FDSDFLW\� RYHU�� WKHLU
PHPEHUV�

Figure III The Logic of Influence and Its Impact on the Organizational Properties of BIAs:
Interaction with Trade Unions
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����6WDWH� ,QYROYHPHQW� LQ�:DJH�'HWHUPLQDWLRQ��7ULSDUWLWH�DUUDQJHPHQWV�DW� WKH�QDWLRQDO� OHYHO� IRU� WKH
IRUPXODWLRQ�DQG�LPSOHPHQWDWLRQ�RI�DQ�§LQFRPHV�SROLF\¨�FDQ�EH�H[SHFWHG�WR�FRQWULEXWH�WR�WKH�LQ�
WHJUDWLRQ�DQG�FHQWUDOL]DWLRQ�RI�%,$V�DW�WKH�QDWLRQDO�OHYHO�LQ�JHQHUDO��DQG�WR�WKH�VWUHQJWKHQLQJ�RI
SHDN�DVVRFLDWLRQV� FRPSULVLQJ�DOO� VHFWRUV�RI� WKH�QDWLRQDO� HFRQRP\� LQ�SDUWLFXODU��:KHWKHU�RU�QRW
WULSDUWLWH�LQFRPHV�SROLFLHV�LQ�DGGLWLRQ�OHDG�WR�LQFUHDVHG�FRQWURO�E\�%,$V�RYHU�PHPEHU�ILUPV�LV�OHVV
HDV\�WR�SUHGLFW��RQ�WKH�ZKROH��LW�VHHPV�WKDW�WKH\�SUHVXSSRVH�VXFK�FRQWURO�PRUH�WKDQ�WKH\�EULQJ�LW
DERXW��DQG�WKDW�WKH�SUHVHQFH�RU�DEVHQFH�RI�DVVRFLDWLRQDO�FRQWURO�LV�PXFK�EHWWHU�H[SODLQHG�E\�WKH
SDUWLFXODU�FRXQWU\ªV�LQGXVWULDO�UHODWLRQV�§UXOHV�RI�WKH�JDPH¨��:KHUH��RQ�WKH�RWKHU�KDQG��WKH�VWDWH
UHJXODWHV�LPSRUWDQW�DVSHFWV�RI�ODERU�UHODWLRQV�GLUHFWO\�¥�H�J��WKURXJK�PLQLPXP�ZDJH�OHJLVODWLRQ�¥
WKH�LQFHQWLYHV�IRU�HPSOR\HUV�DVVRFLDWLRQV�WR�GHYHORS�FDQ�EH�H[SHFWHG�WR�EH�ZHDN��DQG�LQGLYLGXDO
HPSOR\HUV�PD\� HYHQ� EH� DEOH� WR� UHIXVH� WR� UHFRJQL]H� WUDGH� XQLRQV� DOWRJHWKHU�� *HQHUDOO\�� VWDWHV
ZKLFK�LQWHUYHQH�LQ�WKH�SURFHVV�RI�ZDJH�GHWHUPLQDWLRQ�KDYH�WKH�DOWHUQDWLYH�RI�HLWKHU�VROLFLWLQJ�WKH
FRRSHUDWLRQ�RI� WKH�§VRFLDO�SDUWLHV¨�DQG�ZRUNLQJ��DV� LW�ZHUH�� WKURXJK� WKHLU�RUJDQL]DWLRQV��RU�E\�
SDVVLQJ�ERWK�XQLRQV�DQG�HPSOR\HUV�DVVRFLDWLRQV�DQG�UHO\LQJ�RQ�WKHLU�RZQ�UHJXODWRU\�PDFKLQHU\�
:KLFK�RI�WKH�WZR�RSWLRQV�WKH\�FKRRVH�VHHPV�WR�GHSHQG�DW�OHDVW�SDUWO\�RQ�WKH�VWUHQJWK�DQG�WKH�RU�
JDQL]DWLRQDO�VWUXFWXUH�RI�WKH�WUDGH�XQLRQ�PRYHPHQW��VHH�EHORZ��

����&HQWUDOL]DWLRQ�DQG�8QLILFDWLRQ�RI� WKH�1DWLRQDO�7UDGH�8QLRQ�0RYHPHQW��:KHUH� WUDGH�XQLRQV�DUH
FHQWUDOL]HG� DQG� XQLWHG� DW� WKH� QDWLRQDO� OHYHO�� HPSOR\HUV� ZLOO� EH� XQGHU� SUHVVXUH� WR� EXLOG� XS
VWURQJ�QDWLRQDO� �SHDN��DVVRFLDWLRQV�RI� WKHLU�RZQ��&HQWUDOL]HG�(LQKHLWVJHZHUNVFKDIWHQ�KROGLQJ�DQ
HIIHFWLYH�PRQRSRO\� RI� UHSUHVHQWDWLRQ� DUH� DEOH� WR� SUHYHQW� WKHLU�ZRUNSODFH� RUJDQL]DWLRQV� IURP
LQGHSHQGHQW��DXWRQRPRXV�DFWLRQ�DQG�WKXV�WR�SURWHFW�WKH�VWDELOLW\�RI�PXOWL�ILUP��LQGXVWU\�ZLGH
RU�QDWLRQ�ZLGH��EDUJDLQLQJ�DUUDQJHPHQWV��VHH�DERYH��§5XOHV�RI�WKH�*DPH¨���)XUWKHUPRUH��LQ�VR
IDU� DV� FHQWUDOL]DWLRQ� JLYHV� WUDGH� XQLRQV� WKH� FDSDFLW\� WR� FRRUGLQDWH� WKHLU� DFWLYLWLHV� LQ� GLIIHUHQW
VHFWRUV� RI� WKH� HFRQRP\�� LW�PDNHV� LW� QHFHVVDU\� IRU� HPSOR\HUV� WR� GHYHORS� VLPLODU� FRRUGLQDWLRQ
PHFKDQLVPV��0RUHRYHU�� D� FHQWUDOL]HG� DQG� XQLWHG� XQLRQ�PRYHPHQW� FDQ� EH� H[SHFWHG� WR� KDYH
PRUH�LQIOXHQFH�RQ�WKH�VWDWH��DQG�WR�LQWHUDFW�PRUH�FORVHO\�ZLWK�LW�RQ�VRFLDO�SROLF\�PDWWHUV��WKDQ�D
GHFHQWUDOL]HG� DQG� GLYLGHG�PRYHPHQW�� (PSOR\HUV� FRQIURQWHG� ZLWK� D� QDWLRQDO�(LQKHLWVJHZHUN�
VFKDIW�DUH�WKHUHIRUH�IRUFHG�WR�DFTXLUH�D�PDWFKLQJ�FDSDFLW\�IRU�XQLILHG�SROLWLFDO�DFWLRQ�¥�HVSHFLDOO\
VLQFH�XQLRQ�FHQWUDOL]DWLRQ�PDNHV�LW�GLIILFXOW�RU�HYHQ�LPSRVVLEOH�IRU�WKH�VWDWH�WR�LQIOXHQFH�ZDJH
VHWWOHPHQWV�ZLWKRXW�UHO\LQJ�RQ�WUDGH�XQLRQ�LQWHUPHGLDWLRQ��*HQHUDOO\��D�FHQWUDOL]HG�DQG�XQLILHG
WUDGH�XQLRQ�PRYHPHQW�FDQ�EH�H[SHFWHG�WR�FUHDWH�LQ�HPSOR\HUV�D�VHQVH�RI�FODVV�DQWDJRQLVP�DQG
D�QHHG�IRU�FODVV�VROLGDULW\�ZKLFK�DUH�KLJKO\�FRQGXFLYH�WR�WKH�HPHUJHQFH�RI�VWURQJ�DVVRFLDWLRQV�

$PRQJ�WKH�FKDUDFWHULVWLFV�RI�LQGXVWULDO�SROLWLHV�ZKLFK�ZRUN�XSRQ�%,$�RUJDQL]DWLRQDO�SURSHUWLHV
PDLQO\�E\�FRQGLWLRQLQJ�WUDGH�XQLRQ�EHKDYLRU��WKH�IROORZLQJ�VHHP�WR�EH�SDUWLFXODUO\�VLJQLILFDQW�

����5DQJH�DQG�6FRSH�RI�6WDWH�6RFLDO�3ROLF\��7KH�EURDGHU�WKH�VRFLDO�SROLF\�IXQFWLRQV�RI�WKH�VWDWH��WKH
PRUH�LW�LV�SRVVLEOH�IRU�WUDGH�XQLRQV�WR�EH�FRPSHQVDWHG�IRU�FRQFHVVLRQV�PDGH�LQ�GLUHFW�FROOHFWLYH
EDUJDLQLQJ��7KLV�LV�OLNHO\�WR�IDFLOLWDWH�VWDEOH�DQG�FRRSHUDWLYH�FROOHFWLYH�EDUJDLQLQJ�UHODWLRQV��%\
DVVXPLQJ�VRFLDO�SROLF\�UHVSRQVLELOLWLHV��WKH�VWDWH�WDNHV�SRWHQWLDOO\�GLYLVLYH�SROLWLFDO�LVVXHV�RXW�RI
WKH�KDQGV�RI�WKH�VRFLDO�SDUWLHV��EULQJLQJ�WKHP�HLWKHU�XQGHU�XQLODWHUDO�VWDWH�UHJXODWLRQ�RU�PDNLQJ
WKHP� WKH� VXEMHFW� RI� WULSDUWLWH� QHJRWLDWLRQ��2Q� VXEMHFWV� WKDW� KDYH� LQ� WKLV�ZD\�EHHQ�SROLWLFL]HG�
QDWLRQDO� WUDGH�XQLRQV� DQG� HPSOR\HUV� DVVRFLDWLRQV�QR� ORQJHU�KDYH� WR�GHIHQG� WKHLU� MXULVGLFWLRQ
DJDLQVW�WKHLU�ZRUNSODFH�RUJDQL]DWLRQV�DQG�PHPEHUV��,Q�VR�IDU�DV�VWDWH�VRFLDO�SROLF\�LV�QHJRWLDWHG
RQ� D� WULSDUWLWH� EDVLV� UDWKHU� WKDQ�XQLODWHUDOO\� GLFWDWHG�� LW� IRUFHV� ERWK� XQLRQV� DQG� HPSOR\HUV� WR
FHQWUDOL]H�WKHLU�RUJDQL]DWLRQV�DQG�GLUHFW�WKHP�WRZDUGV�WKH�VWDWH��0RUHRYHU��D�FHQWUDOL]HG�VRFLDO
SROLF\�LQHYLWDEO\�LQYROYHV�FRPSOH[�V\VWHPV�RI�IRUPDO�UXOHV�ZKLFK�FDQ�EH�GHVLJQHG�DQG�DSSOLHG
RQO\�ZLWK�D�FRQVLGHUDEOH�LQSXW�RI�LQIRUPDWLRQ�DQG�H[SHUWLVH�
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:H�H[SHFW��WKHUHIRUH��WKDW�LQ�FRXQWULHV�ZKHUH�WKH�VWDWH�KDV�DVVXPHG�EURDG�UHVSRQVLELOLWLHV�LQ�VR�
FLDO�SROLF\��PXFK�RI�WKH�DFWLYLWLHV�RI�%,$V��DQG�RI�WUDGH�XQLRQV�DV�ZHOO��ZLOO�FRQVLVW�RI�IXUQLVKLQJ
LQIRUPDWLRQ�ERWK�WR�WKH�VWDWH�RQ�WKHLU�PHPEHUV�DQG�WR�WKHLU�PHPEHUV�RQ�VWDWH�SROLFLHV��7KH�KLJK
FRPSOH[LW\�RI�SXEOLF�VRFLDO�SROLF\�DQG�WKH�VSHFLDOL]HG�H[SHUWLVH�UHTXLUHG�IRU�GHDOLQJ�ZLWK�LW�PD\
PDNH� LW� DSSHDU� XVHIXO� WR� RUJDQL]H� HPSOR\HUV� LQWHUHVWV� LQ� D� VHSDUDWH� RUJDQL]DWLRQ� DSDUW� IURP
RWKHU�EXVLQHVV� LQWHUHVWV��2Q� WKH�RWKHU�KDQG�� WKH�PRUH� WKH� VRFLDO�SROLF\� UROH�RI� WKH� VWDWH� LV� H[�
WHQGHG�� WKH�PRUH�VRFLDO�SROLF\�DQG�JHQHUDO�HFRQRPLF�SROLF\�ZLOO�EHFRPH� LQWHUGHSHQGHQW��DQG
WKH� JUHDWHU�ZLOO� EH� WKH� SUHVVXUH� IRU� FRRUGLQDWLRQ� RI� SROLFLHV� QRW� RQO\� EHWZHHQ� GLIIHUHQW� VWDWH
DJHQFLHV�EXW�DOVR�EHWZHHQ�HPSOR\HUV�DVVRFLDWLRQV�DQG�WUDGH�DVVRFLDWLRQV��,Q�WKLV�VHQVH��JURZLQJ
VFRSH� RI� VWDWH� VRFLDO� SROLF\� DQG� LQFUHDVLQJ� SUHHPSWLRQ� RI� FROOHFWLYH� EDUJDLQLQJ� E\� WULSDUWLWH
SROLF\�IRUPXODWLRQ��ZKLOH�WKH\�QHHG�QRW�UHQGHU�GLIIHUHQWLDWLRQ�RI�EXVLQHVV�DVVRFLDWLRQV�E\�GLI�
IHUHQW� WDVNV� DQG� WDVN� HQYLURQPHQWV�XVHOHVV��PD\� FUHDWH� D� QHHG� IRU� FORVHU� LQWHU�RUJDQL]DWLRQDO
FRRUGLQDWLRQ�

����([WHQW�WR�:KLFK�1DWLRQDO�3ROLWLFDO�,QVWLWXWLRQV�$UH�&RQWUROOHG�E\�6RFLDO�'HPRFUDWLF�/DERU�3DUW\�
7KDW�6RFLDO�'HPRFUDF\�PD\�KDYH�DQ�LQIOXHQFH�RQ�WKH�VWUXFWXUH�RI�%,$�KDV�DOUHDG\�EHHQ�PHQ�
WLRQHG�LQ�WKH�FRQWH[W�RI�LQWHUDFWLRQV�ZLWK�WKH�VWDWH��,Q�DGGLWLRQ��UXOLQJ�6RFLDO�'HPRFUDWLF�SDUWLHV
XVXDOO\�KDYH�SURPRWHG��IUHTXHQWO\�E\�OHJLVODWLRQ��WKH�GHYHORSPHQW�RI�PXOWL�SODQW��VHFWRUDO��LQ�
GXVWULDO�RU�QDWLRQDO�OHYHO�FROOHFWLYH�EDUJDLQLQJ��,Q�WKLV�ZD\��WKH\�KDYH�QRW�RQO\�VHUYHG�WKH�LQWHU�
HVWV�RI�WKHLU�WUDGH�XQLRQ�DOOLHV�EXW�DOVR�IRUFHG�HPSOR\HUV�WR�GHOHJDWH�VLJQLILFDQW�EDUJDLQLQJ�UH�
VSRQVLELOLWLHV� DQG� GHFLVLRQ�PDNLQJ� SRZHUV� WR� DVVRFLDWLRQV�� $W� WKH� VDPH� WLPH�� SDUWO\� WKURXJK
WKHLU�FRQWULEXWLRQ�WR�WKH�LQVWLWXWLRQDOL]DWLRQ�RI�LQGXVWULDO�UHODWLRQV�DQG�SDUWO\�WKURXJK�WKHLU�HI�
IRUWV�WR�LQWHJUDWH�LQGXVWULDO�UHODWLRQV�LQWR�D�EURDGHU�FRQWH[W�RI�WULSDUWLWH�PDFUR�HFRQRPLF�PDQ�
DJHPHQW��6RFLDO�'HPRFUDWLF�JRYHUQPHQWV�KDYH�JHQHUDOO\�FRQWULEXWHG�WR�D�WUDQVIHU�RI�SRWHQWLDOO\
GLVUXSWLYH�LQGXVWULDO�UHODWLRQV�SUREOHPV�LQWR�WKH�EURDGHU�SROLWLFDO�DUHQD�DQG�WKXV�WR�D�UHGXFWLRQ
LQ�WKH�OHYHO�RI�RSHQ�LQGXVWULDO�FRQIOLFW��:KLOH�RQ�WKH�RQH�KDQG�WKLV�KDV�UHGXFHG�WKH�FKDOOHQJH�WR
EXVLQHVV�SRVHG�E\�VSRQWDQHRXV��XQUHJXODWHG�DQG�KLHUDUFKLFDOO\�XQFRQWUROOHG�VWULNHV�DQG�VWULNH
WKUHDWV�� LW�KDV�RQ� WKH�RWKHU�KDQG�IRUFHG�HPSOR\HUV�� OLNH� WKHLU�FRXQWHUSDUWV�RQ� WKH� WUDGH�XQLRQ
VLGH��WR�GHYHORS�DQ�RUJDQL]DWLRQDO�FDSDFLW\�WR�LQWHUDFW�QRW�RQO\�ZLWK�WKH�RSSRVLWH�§VRFLDO�SDUW\¨
EXW�DOVR�ZLWK�D�SRZHUIXO�FHQWUDOL]HG��LQWHUYHQWLRQLVW�VWDWH�

����([WHQW�RI�,QWHUQDWLRQDO�7UDGH�'HSHQGHQFH��,QWHUQDWLRQDO�&DSLWDO�'HSHQGHQFH��9XOQHUDELOLW\�WR�,QWHU�
QDWLRQDO�&RPSHWLWLRQ��DQG�9XOQHUDELOLW\�WR�,QWHUQDWLRQDO�6HFXULW\�7KUHDWV��,W�KDV�EHHQ�DUJXHG�DERYH
�������� WKDW�H[WHUQDO�GHSHQGHQFH�DQG�YXOQHUDELOLW\�PD\�FDXVH�VWDWHV� WR�VXSSRUW�DVVRFLDWLYH�DF�
WLRQ�DQG�WR�DVVLVW�VRFLDO�JURXSV�LQ�WKH�FUHDWLRQ�RI�VWDEOH�§SULYDWH�JRYHUQPHQWV¨��7KLV�FRQFHUQV
QRW�RQO\�EXVLQHVV�EXW�DOVR� ODERU�� ,Q� LQWHUQDWLRQDOO\�YXOQHUDEOH� FRXQWULHV�EXVLQHVV�DVVRFLDWLRQV
DUH� W\SLFDOO\� IDFHG� ZLWK� VDIHO\� LQVWLWXWLRQDOL]HG� WUDGH� XQLRQV� ZKLFK�� OLNH� WKHPVHOYHV�� KDYH
KLJKO\�GHYHORSHG�RUJDQL]DWLRQDO� VWUXFWXUHV��7KH�SUHVHQFH�RI� WKHVH� FRXQWHUSDUWV� UHLQIRUFHV� WKH
RUJDQL]DWLRQDO�GHYHORSPHQW�RI�EXVLQHVV�DVVRFLDWLRQV�DQG�IXUWKHU�FRQWULEXWHV�WR�WKHLU�JRYHUQLQJ
FDSDFLWLHV��,Q�DGGLWLRQ��LQWHUQDWLRQDO�YXOQHUDELOLW\�QRW�RQO\�DIIHFWV�WKH�EHKDYLRU�RI�JRYHUQPHQWV
EXW�DOVR�WKDW�RI�WUDGH�XQLRQV��8QLRQV�DUH�JHQHUDOO\�ZHOO�DZDUH�RI�WKH�H[WHQW�WR�ZKLFK�WKH�LQFRPH
DQG�WKH�MREV�RI�WKHLU�PHPEHUV�GHSHQG�RQ�IUHH�LQWHUQDWLRQDO�WUDGH��RQ�WKH�FRXQWU\ªV�FRPSHWLWLYH�
QHVV�RQ�IRUHLJQ�PDUNHWV��RU�RQ�IRUHLJQ�LQYHVWPHQW��7UDGH�XQLRQV�LQ� LQWHUQDWLRQDOO\�YXOQHUDEOH
FRXQWULHV�WHQG�WR�EH�SUHSDUHG�WR�FRRSHUDWH�ZLWK�WKH�JRYHUQPHQW�DQG�WKH�LQWHUHVW�RUJDQL]DWLRQV
RI�EXVLQHVV�WR�SURWHFW� WKH� MRLQW� LQWHUHVWV�RI� WKH�FRXQWU\�YLV�j�YLV� LWV� LQWHUQDWLRQDO�HQYLURQPHQW�
)RU�WKLV�SXUSRVH��WKH\�PD\�EH�SUHSDUHG�QRW�RQO\�WR�DFFHSW�TXDVL�JRYHUQPHQWDO�UHVSRQVLELOLWLHV
WKHPVHOYHV�EXW�DOVR�WR�DJUHH�WR�EXVLQHVV�DVVRFLDWLRQV�WDNLQJ�RYHU�VXFK�UHVSRQVLELOLWLHV��DQG�SHU�
KDSV�VKDULQJ�WKHP�ZLWK�WKHP��



6FKPLWWHU��6WUHHFN��7KH�2UJDQL]DWLRQ�RI�%XVLQHVV�,QWHUHVWV ��

����� 6SHFLILF��6HFWRUDO��&RQGLWLRQV

7KH�LQVWLWXWLRQDO�VWUXFWXUH�LQ�ZKLFK�WKH�H[FKDQJH�EHWZHHQ�ODERU�DQG�FDSLWDO�WDNHV�SODFH�PD\�QRW
EH�WKH�VDPH�IRU�DOO�VHFWRUV�RI�D�QDWLRQDO�HFRQRP\��7KLV�KROGV�DOVR�IRU�WKH�HFRQRPLF�DQG�VRFLDO
FRQGLWLRQV�LQIOXHQFLQJ�WUDGH�XQLRQ�EHKDYLRU�YLV�j�YLV�FDSLWDO�DV�DQ�HPSOR\HU�RI�ODERU��:KLOH�WKH
LQVWLWXWLRQDO� VWUXFWXUH� RI� MRLQW� UHJXODWLRQ� DW� VHFWRUDO� OHYHO� KDV� D� GLUHFW� HIIHFW� RQ�%,$�RUJDQL]D�
WLRQDO�SURSHUWLHV��ZLWK�WKH�TXDOLILFDWLRQV�LQWURGXFHG�DERYH���WKH�VRFLDO�DQG�HFRQRPLF�VWUXFWXUH
RI�WKH�VHFWRU�LQIOXHQFHV�%,V�LQGLUHFWO\�WKURXJK�LWV�LQIOXHQFH�RQ�WUDGH�XQLRQV�

7KHUH�DUH�PDLQO\�IRXU�FKDUDFWHULVWLFV�RI�VHFWRUDO�LQVWLWXWLRQV�RI�MRLQW�UHJXODWLRQ�ZKLFK�ZH�H[SHFW
WR�KDYH�D�GLUHFW�HIIHFW�RQ�WKH�RUJDQL]DWLRQ�RI�EXVLQHVV�LQWHUHVWV�

����7KH�5HODWLYH� ,PSRUWDQFH� RI�:RUNSODFH� DQG�&RPSDQ\�%DUJDLQLQJ� DV�&RPSDUHG� WR�5HJLRQDO� RU�1D�
WLRQDO�0XOWL�)LUP�%DUJDLQLQJ��(PSOR\HUV�DVVRFLDWLRQV�LQFUHDVH�LQ�VLJQLILFDQFH�DQG�JDLQ�LQ�RUJDQ�
L]DWLRQDO�FDSDFLW\�WKH�JUHDWHU�WKH�H[WHQW�WR�ZKLFK�WKH�WHUPV�RI�H[FKDQJH�LQ�WKH�ODERU�PDUNHW�DUH
UHJXODWHG�E\�PXOWL�ILUP�DV�RSSRVHG�WR�ZRUNSODFH�DQG�FRPSDQ\�EDUJDLQLQJ��7KH�LPSRUWDQFH�RI
PXOWL�ILUP�EDUJDLQLQJ�LQ�DQ�HFRQRPLF�VHFWRU�GHSHQGV�RQ�LWV�DUHD�RI�FRYHUDJH�DQG�LWV�LPSDFW�RQ
WKH�DFWXDO�ZDJH� OHYHO��7KH�FRYHUDJH�RI�PXOWL�ILUP�EDUJDLQLQJ� LV�PHDVXUHG�E\� WKH�SHUFHQWDJH�RI
ZRUNHUV�LQ�D�JLYHQ�VHFWRU�ZKRVH�ZDJHV�DUH�FRYHUHG�E\�PXOWL�ILUP�DJUHHPHQWV��7KH�LPSDFW�RI�PXOWL�ILUP
EDUJDLQLQJ�LV�PHDVXUHG�E\�WKH�GLIIHUHQFH�EHWZHHQ�ZRUNHUVª�DFWXDO�ZDJHV�DQG�WKH�ZDJH�UDWHV�VHW�E\�WKH
DJUHHPHQW��ZDJH�GULIW���WKH�JUHDWHU�WKLV�GLIIHUHQFH��WKH�OHVV�HIIHFWLYH�LV�WKH�PXOWL�ILUP�EDUJDLQLQJ
PHFKDQLVP�LQ�UHJXODWLQJ�WKH�ODERU�PDUNHW��DQG�WKH�ORZHU��SUHVXPDEO\��WKH�FRQWURO�FDSDFLW\�RI
HPSOR\HUV�DVVRFLDWLRQV��DQG�WUDGH�XQLRQV��RYHU�WKHLU�PHPEHUV�

����&RQILJXUDWLRQ�RI�7UDGH�8QLRQV�DQG�&ROOHFWLYH�%DUJDLQLQJ�$UHQDV��,Q�D�VHFWRU�ZLWK�RQO\�RQH�FHQ�
WUDOL]HG� WUDGH� XQLRQ� RUJDQL]LQJ� DOO� JURXSV� RI�ZRUNHUV� LQ� DOO� UHJLRQV� DQG� VXEVHFWRUV�� WKHUH� LV
OLNHO\�WR�EH�FRQVLGHUDEOH�SUHVVXUH�XSRQ�HPSOR\HUV�WR�MRLQ�LQ�D�VLPLODUO\�XQLILHG�DQG�FHQWUDOL]HG
HPSOR\HUV�DVVRFLDWLRQ��7KLV�VKRXOG�KROG��SHUKDSV�WR�D�OHVVHU�GHJUHH��HYHQ�LI�WKH�VHFWRU�KDV�PRUH
WKDQ�RQH�EDUJDLQLQJ�DUHQD��L�H��LI�GLIIHUHQW�DJUHHPHQWV�DUH�QHJRWLDWHG�E\�WKH�VDPH�XQLRQ�IRU�GLI�
IHUHQW�UHJLRQV��VXEVHFWRUV��RU�JURXSV�RI�HPSOR\HHV�¥�WKH�GHFLVLYH�IDFWRU�EHLQJ�WKH�GHJUHH�RI�XQ�
LRQ�FHQWUDOL]DWLRQ�DQG� WKH�DELOLW\�RI� WKH�XQLRQ� WR�FRRUGLQDWH� LWV� VWUDWHJLHV� LQ� WKH�GLIIHUHQW�EDU�
JDLQLQJ�DUHQDV�� ,Q�DQ\�FDVH��RQFH�D�PXOWL�ILUP�EDUJDLQLQJ�DUHQD�KDV�EHHQ� ILUPO\� LQVWLWXWLRQDO�
L]HG��HPSOR\HUV�ZLOO�ILQG�LW�XVHIXO�WR�EXLOG�XS�D�FRWHUPLQRXV�LQWHUHVW�DVVRFLDWLRQ�RU��DW�OHDVW��WR
LPSURYH� FRRUGLQDWLRQ�EHWZHHQ� H[LVWLQJ� DVVRFLDWLRQV� UHSUHVHQWLQJ� HPSOR\HUV� LQ� WKH� UHVSHFWLYH
DUHQD��7KLV�VKRXOG�EH�WUXH�UHJDUGOHVV�RI�WKH�QXPEHU�RI�XQLRQV�LQYROYHG�RQ�WKH�RWKHU�VLGH�RI�WKH
EDUJDLQLQJ�WDEOH��,Q�VHFWRUV�LQ�ZKLFK�WKH�QXPEHU�RI�XQLRQV�DQG�EDUJDLQLQJ�DUHQDV�LV�KLJK��WKH
LQFHQWLYHV� IRU� HPSOR\HUV� WR� IRUP� FRPSUHKHQVLYH� DQG� FRPSOH[� DVVRFLDWLRQV� RU� DVVRFLDWLRQDO
V\VWHPV�DUH�ZHDN��*HQHUDOO\� VSHDNLQJ�� LI� WKH�EDUJDLQLQJ� V\VWHP� LQ�D�SDUWLFXODU� VHFWRU� LV� IUDJ�
PHQWHG� LQ� D� QXPEHU� RI� LQGHSHQGHQW� EDUJDLQLQJ� DUHQDV� ¥�ZKLFK� FRXOG� EH� GXH� WR� HLWKHU� IUDJ�
PHQWDWLRQ� RU� GHFHQWUDOL]DWLRQ� RI� WUDGH� XQLRQ� RUJDQL]DWLRQ� ¥� HPSOR\HUV� DVVRFLDWLRQV�ZLOO� DOVR
WHQG�WR�EH�GHFHQWUDOL]HG�DQG�IUDJPHQWHG��LI�RQ�WKH�RWKHU�KDQG�WKH�QXPEHU�RI�EDUJDLQLQJ�DUHQDV
LV�VPDOO�DQG�WUDGH�XQLRQ�VWUDWHJLHV�LQ�GLIIHUHQW�DUHQDV�DUH�HIIHFWLYHO\�FRRUGLQDWHG��HPSOR\HUV�DUH
IRUFHG� WR� EXLOG� FRPSUHKHQVLYH� DQG� FHQWUDOL]HG� DVVRFLDWLRQV�ZLWK� D� KLJK� FDSDFLW\� WR� LQWHJUDWH
GLYHUVH�LQWHUHVWV�DQG�WR�PDNH�WKHLU�SROLFLHV�ELQGLQJ�RQ�D�ODUJH�DQG�KHWHURJHQHRXV�FRQVWLWXHQF\�
7KH�GHJUHH�RI� IUDJPHQWDWLRQ�DQG�FRRUGLQDWLRQ�RI�PXOWL�ILUP�FROOHFWLYH�EDUJDLQLQJ�DUHQDV� LQ�D
VHFWRU�LV�LQGLFDWHG�E\�WKH�QXPEHU�RI��PDMRU��LQGXVWULDO�DJUHHPHQWV�QHJRWLDWHG��IUDJPHQWDWLRQ��DQG�WKH
QXPEHU�RI��PDMRU��WUDGH�XQLRQV�QHJRWLDWLQJ�LQGXVWULDO�DJUHHPHQWV��FRRUGLQDWLRQ��

����3UHVHQFH�DQG�&RQILJXUDWLRQ�RI�7ULSDUWLWH�DQG�%LSDUWLWH�3XEOLF�RU�4XDVL�3XEOLF�%RGLHV��$JHQFLHV�DQG
$XWKRULWLHV�'HDOLQJ�ZLWK�6HFWRU�6SHFLILF�/DERU�3UREOHPV��0RVW�RI�ZKDW�KDV�EHHQ�VDLG�DERYH�RQ�WKH
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LQIOXHQFH�RQ�%,$V�RI�VWDWH�VSRQVRUHG�FRQVXOWDWLYH�RU�GHFLVLRQDO�ERGLHV�RI�IXQFWLRQDO�UHSUHVHQWD�
WLRQ�DOVR�KROGV�IRU�ERGLHV�FRPSRVHG�RI�ERWK�XQLRQV�DQG�HPSOR\HUV��DQG�VRPHWLPHV�LQFOXGLQJ
VWDWH� UHSUHVHQWDWLYHV���5HJDUGOHVV�RI�KRZ�VXFK�ERGLHV�KDYH�FRPH� LQWR�H[LVWHQFH�¥�ZKHWKHU�E\
VWDWH�LPSRVLWLRQ�RU�E\�DJUHHPHQW�EHWZHHQ�WKH�§VRFLDO�SDUWQHUV¨�¥�IRU�WKH�HPSOR\HUV�XQGHU�WKHLU
MXULVGLFWLRQ�WKH\�XVXDOO\�FUHDWH�VWURQJ�LQFHQWLYHV�WR�FRRUGLQDWH�WKHLU�DFWLYLWLHV�DQG�WKH�DFWLYLWLHV
RI� WKHLU� DVVRFLDWLRQV��0XOWLSDUW\� VHFWRUDO� LQVWLWXWLRQV�ZLWK�D�SXEOLF�RU�TXDVL�SXEOLF� VWDWXV� DOVR
WHQG�WR�LQFUHDVH�WKH�RUJDQL]DWLRQDO�VHFXULW\��DQG�VRPHWLPHV�LQ�IDFW�WKH�RUJDQL]DWLRQDO�UHVRXUFHV�
RI�ERWK�XQLRQV�DQG�%,$V��$V�D�FRQVHTXHQFH�� WKH�JRYHUQLQJ�FDSDFLWLHV�RI�EXVLQHVV�DVVRFLDWLRQV
DUH�HQKDQFHG��$�IXUWKHU�LPSDFW�RI�PXOWLSDUWLWH�LQVWLWXWLRQV�RQ�%,$�SURSHUWLHV�PD\�EH�WKURXJK
WKHLU�HIIHFW�RQ�WUDGH�XQLRQV��%\�LPSURYLQJ�WKH�VWDELOLW\�RI�FRPSUHKHQVLYH�DQG�FHQWUDOL]HG�WUDGH
XQLRQ�RUJDQL]DWLRQV��VXFK�LQVWLWXWLRQV�SXW�DGGLWLRQDO�SUHVVXUH�RQ�%,$V�DOVR�WR�GHYHORS�WKHLU�RU�
JDQL]DWLRQDO�SURSHUWLHV�

����6WDWXV�RI�6HFWRU�LQ�1DWLRQDO�7UDGH�8QLRQ�3ROLF\��1DWLRQDO�WUDGH�XQLRQ�PRYHPHQWV�PD\�FRQFHQ�
WUDWH� WKHLU� HIIRUWV� RQ� D� SDUWLFXODU� VHFWRU� �RU� UHJLRQ�� WR� DFKLHYH� D� §EUHDN�WKURXJK� DJUHHPHQW¨
ZKLFK�FDQ�EH�ODWHU�H[WHQGHG�WR�WKH�UHVW�RI�WKH�HFRQRP\��%UHDN�WKURXJK�VHFWRUV�DUH�VHOHFWHG�RQ
WKH�EDVLV�RI�WKHLU�PDUNHW�DQG�SURGXFWLRQ�VWUXFWXUH�DQG�RI�WKH�VWUHQJWK�RI�WKHLU�WUDGH�XQLRQ�RU�
JDQL]DWLRQ�� 6LQFH� WKHVH� IDFWRUV� UHPDLQ� IDLUO\� VWDEOH� RYHU� WLPH�� XQLRQ� HIIRUWV� WR� JDLQ� PRGHO
DJUHHPHQWV�XVXDOO\�FRQFHQWUDWH�RQ�D� VPDOO�QXPEHU�RI� VHFWRUV��(PSOR\HUV� LQ� VXFK�VHFWRUV�ZLOO
KDYH�WR�IDFH� LQGXVWULDO�DFWLRQ�PRUH�WKDQ�RWKHU�HPSOR\HUV��DQG�WKH\�ZLOO� WKHUHIRUH�EH�PRUH� LQ�
FOLQHG�WR�IRUP�VWURQJ�DVVRFLDWLRQV��)XUWKHUPRUH��VLQFH� WKH�RXWFRPH�RI�FROOHFWLYH�EDUJDLQLQJ� LQ
EUHDN�WKURXJK�VHFWRUV�FRQFHUQV�QRW�RQO\�WKH�HPSOR\HUV�LPPHGLDWHO\�DIIHFWHG�EXW�DOO�HPSOR\HUV
LQ�WKH�FRXQWU\��VHFWRUDO�HPSOR\HUV�DVVRFLDWLRQV�PD\�UHFHLYH�RXWVLGH�RUJDQL]DWLRQDO�DVVLVWDQFH�LI
QHHGHG��7KH\�DUH�DOVR�OLNHO\�WR�SOD\�DQ�LPSRUWDQW�UROH�LQ�WKHLU�QDWLRQDO�HPSOR\HUV�SHDN�DVVRFLD�
WLRQV�

,Q�DGGLWLRQ� WR� WKH�HIIHFWV�RI� VHFWRUDO� LQVWLWXWLRQDO� VWUXFWXUHV�� VHFWRUDO�EXVLQHVV�DVVRFLDWLRQV�DUH
LQIOXHQFHG�E\�D�QXPEHU�RI�VRFLDO�DQG�HFRQRPLF�IDFWRUV�ZKRVH�HIIHFW�RQ�WKHP�LV�PRUH�LQGLUHFW��,Q
SDUWLFXODU��ZH�H[SHFW�WKUHH�VXFK�FRQGLWLRQV�WR�EH�RI�LPSRUWDQFH�

����/DERU�,QWHQVLW\�DQG�3RVLWLRQ�LQ�WKH�1DWLRQDO�:DJH�6WUXFWXUH��7KH�JUHDWHU�WKH�ODERU� LQWHQVLW\�RI
SURGXFWLRQ��WKH�PRUH��HYHU\WKLQJ�HOVH�EHLQJ�HTXDO�� LV�DW�VWDNH�IRU�HPSOR\HUV�LQ�WKH�GHWHUPLQD�
WLRQ�RI�WKH�SULFH�RI�ODERU����$V�D�FRQVHTXHQFH��HPSOR\HUV�LQ�ODERU�LQWHQVLYH�VHFWRUV�DUH�SDUWLFX�
ODUO\�OLNHO\�WR�GHWHFW�FRPPRQ�LQWHUHVWV�DQG�DFW�FROOHFWLYHO\�RQ�ODERU�UHODWHG�PDWWHUV��,Q�FDSLWDO�
LQWHQVLYH� LQGXVWULHV��RQ� WKH�RWKHU�KDQG��HPSOR\HUV�DVVRFLDWLRQV�FDQ�EH�H[SHFWHG� WR�KDYH�GLIIL�
FXOWLHV� FRRUGLQDWLQJ� DQG� FRQWUROOLQJ� WKH� ODERU�PDUNHW� EHKDYLRU� HVSHFLDOO\� RI� WKH� ODUJHU� DQG
PRUH�SURILWDEOH�DPRQJ�WKHLU�PHPEHU�ILUPV��7KH�PRUH�FDSLWDO�LQWHQVLYH�DQ�LQGXVWU\�LV��WKH�PRUH
LWV� OHDGLQJ� ILUPV� ZLOO� EH� SUHSDUHG� WR� SD\� WKHLU� ZRUNHUV� ZDJHV� LQ� H[FHVV� RI� LQGXVWU\�ZLGH
DJUHHPHQWV�¥�QRW�RQO\� WR�EX\� LQGXVWULDO�SHDFH�EXW� DOVR� WR�NHHS�RYHUDOO� WUDGH�XQLRQ� LQIOXHQFH
DPRQJ�WKHLU�ZRUNIRUFH�LQ�FKHFN�¥��DQG�WKH�OHVV�ZLOOLQJ�VXFK�ILUPV�ZLOO�EH�WR�FRRSHUDWH�DV�EX\HUV
RI�ODERU�ZLWK�RWKHU�ILUPV�DQG�VXEMHFW�WKHPVHOYHV�WR�FROOHFWLYH�ODERU�PDUNHW�GLVFLSOLQH��/LNHZLVH�
LQ�VHFWRUV�ZKHUH�ZDJHV�JURZ�IDVWHU�WKDQ�LQ�WKH�HFRQRP\�DV�D�ZKROH��HPSOR\HUV�PD\�ILQG�LW�QHF�
HVVDU\�WR�VWUHQJWKHQ�WKHLU�DVVRFLDWLRQV�WR�PDNH�WKHLU�UHVLVWDQFH�DJDLQVW�XQLRQ�GHPDQGV�PRUH�HI�
IHFWLYH��,Q�VHFWRUV�ZLWK�ZDJHV�IDOOLQJ�UHODWLYH�WR�WKH�QDWLRQDO�DYHUDJH��WKH�LQFHQWLYHV�IRU�HPSOR\�
HUV�WR�RUJDQL]H�DUH�ZHDN���5HODWLYH�GHFOLQH�RI�VHFWRUDO�ZDJHV�PD\�DOVR�EH�GXH�WR�VXFFHVVIXO�DVVR�
FLDWLYH�DFWLRQ�E\�HPSOR\HUV��

�������������������������������������������������������
�� /HDYLQJ�DVLGH�VHFWRUV�OLNH�WKH�SXEOLF�VHUYLFH�ZKHUH�LQFUHDVHG�ODERU�FRVWV�FDQ�HDVLO\�EH�SDVVHG�RQ�WR

WKH�FRQVXPHU�¥�RU�FRXOG�XQWLO�WKH�HPHUJHQFH�RI�WD[SD\HU�UHYROWV�



6FKPLWWHU��6WUHHFN��7KH�2UJDQL]DWLRQ�RI�%XVLQHVV�,QWHUHVWV ��

����8QLRQ�'HQVLW\�� 7KH�KLJKHU� WKH�SHUFHQWDJH�RI� WKH�ZRUNIRUFH� LQ� D� VHFWRU�ZKR�DUH�XQLRQL]HG
�GHQVLW\�UDWLR���WKH�JUHDWHU�LV�WKH�QHHG�IRU�HPSOR\HUV�WR�RUJDQL]H�LQ�HPSOR\HUV�DVVRFLDWLRQV��&H�
WHULV� SDULEXV�� WKLV� LV� WUXH� HYHQ� LI� WKH� QXPEHU� RI� XQLRQV� DQG� EDUJDLQLQJ� DUHQDV� LQ� WKH� VHFWRU� LV
KLJK��,Q�VHFWRUV�ZLWK�D�IUDJPHQWHG�EDUJDLQLQJ�V\VWHP�DQG�GHFHQWUDOL]HG�WUDGH�XQLRQ�RUJDQL]D�
WLRQ�� KLJK�GHQVLW\�PDNHV� LW� OLNHO\� WKDW� JDLQV�PDGH� E\� RQH�XQLRQ�� RU� E\�ZRUNHUV� LQ� D� §EUHDN�
WKURXJK¨�EDUJDLQLQJ�DUHQD��ZLOO�VRRQ�EH�PDGH�DOVR�E\�RWKHU�XQLRQV�RU�LQ�RWKHU�EDUJDLQLQJ�DUH�
QDV��§OHDSIURJJLQJ¨���7KH�PRUH�SUREDEOH�WKLV�LV��WKH�KLJKHU�WKH�LQFHQWLYHV�IRU�HPSOR\HUV�WR�FR�
RUGLQDWH� WKHLU� EDUJDLQLQJ� VWUDWHJLHV� DW� WKH� VHFWRUDO� OHYHO��'HQVLW\� UDWLRV�PD\�GLIIHU�ZLGHO\� E\
VXEVHFWRUV�DQG�E\�VXE�JURXSV�RI�WKH�VHFWRUDO�ZRUNIRUFH��WKH�JUHDWHU�WKHVH�GLIIHUHQFHV��WKH�PRUH
GLIILFXOW�LW�LV�WR�SUHGLFW�WKH�HIIHFW�RI�WKH�RYHUDOO�GHQVLW\�UDWLR�RQ�VHFWRUDO�%,$�SURSHUWLHV��$�VHF�
WRUªV�DJJUHJDWH�GHQVLW\� UDWLR� UHIOHFWV� WKH� VWUXFWXUH�RI� WKH�ZRUNIRUFH� LQ� WKH� VHFWRU�DQG�FRYDULHV
ZLWK� YDULDEOHV� OLNH� WKH� UHODWLYH� QXPEHU� RI�PDQXDO� DV� RSSRVHG� WR� QRQ�PDQXDO�� VNLOOHG� DV� RS�
SRVHG�WR�XQVNLOOHG��DQG�PDOH�DV�RSSRVHG�WR�IHPDOH�ZRUNHUV�

����6WULNH�3DWWHUQ��7KH�VWUXFWXUH�RI�EXVLQHVV�DVVRFLDWLRQV�LQ�D�JLYHQ�VHFWRU�LV�FRQGLWLRQHG�E\�WKH
IUHTXHQF\�DQG�SUHYDLOLQJ�SDWWHUQ�RI�VHFWRUDO�VWULNH�DFWLYLW\��,Q�D�VHFWRU�WKDW�LV�UHODWLYHO\�VWULNH�
SURQH� LQ� FRPSDULVRQ� WR� WKH� HFRQRP\� DV� D�ZKROH�� HPSOR\HUV� VKRXOG� EH�PRUH� OLNHO\� WR� EXLOG
VWURQJ� DQG� HQFRPSDVVLQJ� HPSOR\HUV� DVVRFLDWLRQV� WKDQ� LQ� D� VHFWRU�ZLWK� ORZ� VWULNH� DFWLYLW\�� ,I
VWULNHV�DUH�SUHGRPLQDQWO\�ORFDO��XQRIILFLDO�DQG�VKRUW��HPSOR\HUV�DVVRFLDWLRQV�WHQG�WR�EH�OLPLWHG
LQ� WKHLU� IXQFWLRQV� WR� WKH�SURYLVLRQ�RI�DGYLFH�DQG� OHJDO�VHUYLFHV��$V�VWULNHV�EHFRPH�UHJLRQDO�RU
QDWLRQDO� LQ� VFRSH�� WKH�PRUH� WKH� IXQFWLRQV� RI� HPSOR\HUV� DVVRFLDWLRQV�ZLOO� WHQG� WR� LQFOXGH� WKH
SURYLVLRQ�RI�VWULNH�LQVXUDQFH�RU�WKH�RUJDQL]DWLRQ�RI�ORFNRXWV��:LWK�LQFUHDVLQJ�UHODWLYH�IUHTXHQF\
RI�RIILFLDO�DV�GLVWLQJXLVKHG�IURP�XQRIILFLDO�VWULNHV��WKH�UROH�RI�WKH�HPSOR\HUV�DVVRFLDWLRQ�DV�WKH
RIILFLDO� UHSUHVHQWDWLYH�RI� LWV�PHPEHUV�YLV�j�YLV� WKH�XQLRQ�JURZV� LQ� LPSRUWDQFH�� ,I� VWULNHV�QRU�
PDOO\�ODVW�ORQJ��HPSOR\HUV�PD\�IHHO�D�QHHG�IRU�VWULNH�LQVXUDQFH��DQG�WKLV�DJDLQ�LV�OLNHO\�WR�DGG�WR
WKH�IXQFWLRQV�RI�HPSOR\HUV�DVVRFLDWLRQV�

� 2UJDQL]DWLRQDO�3URSHUWLHV

��� ,QWURGXFWLRQ

8QGHU�ZKDW� FRQGLWLRQV� DQG� IRU�ZKDW� SXUSRVHV� GR� EXVLQHVV� LQWHUHVWV� DFW� FROOHFWLYHO\� WKURXJK
IRUPDO�DVVRFLDWLRQV"�:KDW�IRUPV�GR�VXFK�DVVRFLDWLRQV��RU�V\VWHPV�RI�DVVRFLDWLRQV��WDNH�LQ�GLIIHU�
HQW�VRFLDO��HFRQRPLF�DQG�SROLWLFDO�HQYLURQPHQWV"�$QG�ZKDW� WDVNV�GR�VXFK� IRUPDO�DVVRFLDWLRQV
SHUIRUP"� ,Q� WU\LQJ� WR� XQGHUVWDQG� WKH� UHVRUW� WR� IRUPDO� RUJDQL]DWLRQ�� DV� RSSRVHG� WR� LQIRUPDO
FROOXVLRQ�� DV� D�PRGH�RI� FROOHFWLYH� DFWLRQ�E\� D�SDUWLFXODU� VRFLDO� FODVV��ZH�KDYH� RIIHUHG� WKH�K\�
SRWKHVLV�WKDW�WKH�HPHUJHQFH�DQG�VWUXFWXUH�RI� IRUPDOO\�RUJDQL]HG��V\VWHPV�RI�� LQWHUHVW�DVVRFLD�
WLRQV�RI�EXVLQHVV�YDU\�V\VWHPDWLFDOO\�ZLWK�WZR�FOXVWHUV�RI�GHWHUPLQDQWV��WKH�NLQG�DQG�VWUXFWXUH
RI�WKH�XQGHUO\LQJ�PHPEHUVKLS�LQWHUHVWV��DQG�WKH�FRQGLWLRQV�DQG�SURFHVVHV�RI�SROLWLFDO�LQIOXHQFH�

7R�MXVWLI\�WKH�IRFXV�RQ�IRUPDO�RUJDQL]DWLRQDO�SURSHUWLHV��LW�PD\�EH�XVHIXO�WR�FRQVLGHU�EULHIO\�WKH
UHODWLRQVKLS� EHWZHHQ� IRUPDO� RUJDQL]DWLRQ� DQG� SROLWLFDO� LQWHUHVWV�� )RUPDOL]DWLRQ� RI� V\VWHPV� RI
FROOHFWLYH� DFWLRQ� HQWDLOV� DQ� H[SOLFLW� GHILQLWLRQ� RI� FRPPRQ� REMHFWLYHV� �§IXQFWLRQDO� VSHFLILFLW\¨�
DQG�WKH�HVWDEOLVKPHQW�RI�FULWHULD�RI�HOLJLELOLW\�IRU�PHPEHUVKLS��6LQFH�UXOHV�RI�LQFOXVLRQ�DUH�DW�WKH
VDPH� WLPH� UXOHV�RI� HOLPLQDWLRQ�� WKH� IRUPDOL]HG�ERXQGDULHV�RI� LQWHUHVW�DVVRFLDWLRQV� IXQFWLRQ�DV
LQVWLWXWLRQDO� ILOWHUV� VHSDUDWLQJ� PHPEHUV� DQG� LQWHUHVWV� WKDW� DUH� DGPLWWHG� LQWR� WKH� DVVRFLDWLRQ
IURP�RWKHUV�WKDW�DUH�H[FOXGHG�DQG�KDYH�WR�ILQG�WKHLU�RZQ�RUJDQL]DWLRQDO�IRUPV��,QWHUQDOO\�� LQ�



�� 03,I*�'LVFXVVLRQ�3DSHU�����

WHUHVW� DVVRFLDWLRQV� FRQWDLQLQJ� KHWHURJHQHRXV� LQWHUHVWV� DPRQJ� WKHLU� FRQVWLWXHQF\� PD\� VHW� XS
IRUPDOL]HG�VXEGLYLVLRQV�DOORZLQJ�VXEVHWV�RI�LQWHUHVWV�WR�H[SUHVV�WKHPVHOYHV�LQGHSHQGHQWO\�DQG
WR�EH�RIILFLDOO\�UHSUHVHQWHG�LQ�WKH�DVVRFLDWLRQªV�SROLWLFDO�SURFHVV��2WKHU�SDUWLDO�LQWHUHVWV�ZLWKLQ�D
%,$�ZKLFK�DUH�QRW�LQVWLWXWLRQDOL]HG�LQ�WKLV�ZD\�DUH�H[FOXGHG�IURP�RSHQ�DQG�OHJLWLPDWH�DUWLFXOD�
WLRQ��)XUWKHUPRUH��WR�WKH�H[WHQW�WKDW�WKH�LQWHUHVWV�UHSUHVHQWHG�E\�D�SDUWLFXODU�DVVRFLDWLRQ�DIIHFW�
DQG�DUH�DIIHFWHG�E\��RWKHU� LQWHUHVWV�� DVVRFLDWLRQV�PD\�HQWHU� LQWR�PRUH�RU� OHVV� IRUPDOL]HG� UHOD�
WLRQVKLSV�FRRUGLQDWLQJ�WKHLU�DFWLYLWLHV�DQG�FRPELQLQJ�WKHLU� LQWHUHVWV� LQWR�PRUH�JHQHUDO� LQWHUHVW
DJJUHJDWHV�� %\� VHOHFWLQJ�� H[FOXGLQJ�� HPSKDVL]LQJ�� VXSSUHVVLQJ� DQG� FRPELQLQJ� LQWHUHVWV�� WKH
IRUPDO�VWUXFWXUHV�RI�LQWHUHVW�DVVRFLDWLRQV�SURFHVV�WKH�FRPSOH[�YDULHW\�RI�PRWLYHV�DQG�JRDOV�H[�
LVWLQJ�LQ�WKH�VRFLDO�JURXS�WKH\�UHSUHVHQW��DQG�WUDQVIRUP�WKHP�LQWR�D�PRUH�RU�OHVV�FRKHUHQW�VHW�RI
SROLWLFDO�REMHFWLYHV�DQG�DFWLRQV��,I�WKH�IRUP�RI�WKH�RUJDQL]DWLRQDO�FKDQQHOV�SURFHVVLQJ�D�JURXSªV
§UDZ� LQWHUHVWV¨� LV� DOWHUHG�� WKH� LQWHUHVWV� VHOHFWHG� IRU� UHSUHVHQWDWLRQ� ZLOO� FKDQJH�� DQG� WKH
§SURFHVVHG� LQWHUHVWV¨� DUH� OLNHO\� WR� EH� GLIIHUHQWO\�ZHLJKWHG� DQG� DJJUHJDWHG�� ,Q� WKLV� VHQVH�� WKH
IRUPDO�RUJDQL]DWLRQDO�SURSHUWLHV�RI� �V\VWHPV�RI�� LQWHUHVW�DVVRFLDWLRQV�FDQ�EH�FRQFHLYHG�RI�DV�D
EHKDYLRUDO� H[SUHVVLRQ�RI�KRZ� WKH� UHVSHFWLYH�DVVRFLDWLRQV�SHUFHLYH�DQG� LQWHUSUHW� WKH� FROOHFWLYH
LQWHUHVWV�RI�WKHLU�FRQVWLWXHQWV�

7KLV�LV�QRW�WR�VD\��RI�FRXUVH��WKDW�HYHU\�VLQJOH�DVSHFW�RI�WKH�EHKDYLRU�RI�LQWHUHVW�DVVRFLDWLRQV��RU
RI�RUJDQL]DWLRQV� LQ�JHQHUDO�� LV�GHWHUPLQHG�DQG�H[SODLQHG�E\�IRUPDO�RUJDQL]DWLRQDO�SURSHUWLHV�
7KHUH�LV�QR�GRXEW�WKDW�WKH�GD\�WR�GD\�GHFLVLRQV�RI�RUJDQL]DWLRQV�DUH�JUHDWO\�DIIHFWHG�E\�LQIRU�
PDO�SURFHVVHV��DQG�WKDW�§ZKDW�LV�UHDOO\�JRLQJ�RQ¨�PD\�HYHQ�WDNH�SODFH�ODUJHO\�RXWVLGH�IRUPDO
DVVRFLDWLRQDO�FKDQQHOV��+RZHYHU��ZKLOH�WKH�LQIRUPDO�HOHPHQWV�RI�IRUPDO�RUJDQL]DWLRQV�DUH�XQ�
GRXEWHGO\�VLJQLILFDQW��WKH\�DUH�ORFDWHG�ZLWKLQ�DQG�FRQILQHG�E\�WKH�EDVLF�IUDPHZRUN�RI�IRUPDOO\
HVWDEOLVKHG� GRPDLQV�� VWUXFWXUHV�� DQG� H[FKDQJH� UHODWLRQV�� +RZ� LPSRUWDQW� WKHVH� DUH� LQ� FRQGL�
WLRQLQJ�RUJDQL]DWLRQDO�EHKDYLRU�LV�LOOXVWUDWHG�HPSLULFDOO\�E\�WKH�H[LVWHQFH�RI�ZKDW�RQH�FDQ�FDOO
WKH�SROLWLFV�RI�IRUPDO�RUJDQL]DWLRQ��,I�WKH�IRUPDO�SURSHUWLHV�RI�LQWHUHVW�DVVRFLDWLRQV�ZHUH�XQUHODWHG
WR� VXEVWDQWLYH� LQWHUHVWV�� RU� LI� WKH� EDVLF� LQWHUHVW� GHILQLWLRQV� HPERGLHG� LQ� WKHP� FRXOG� EH� HDVLO\
PRGLILHG�DQG�FLUFXPYHQWHG�LQIRUPDOO\��WKH\�ZRXOG�QRW�EH�DV�FDUHIXOO\�FKRVHQ�DQG�DV�SDVVLRQ�
DWHO\�GHIHQGHG�DQG�FRQWHVWHG�DV�WKH\�DUH��DQG�DWWHPSWV�WR�FKDQJH�WKHP�ZRXOG�EH�DFFRPSDQLHG
E\�OHVV�SROLWLFDO�FRQIOLFW�

����� 2UJDQL]DWLRQDO�'HYHORSPHQW��2UJDQL]HG�&RPSOH[LW\�DQG�5HODWLYH�$XWRQRP\

$V�ZH�KDYH�VDLG�DW�WKH�RXWVHW��ZH�DWWHPSW�WR�GHWHUPLQH�WKH�GHJUHH�WR�ZKLFK�EXVLQHVV�LQWHUHVWV
DUH� LQWHUPHGLDWHG� WKURXJK�DVVRFLDWLRQV�E\�DQDO\]LQJ� VXFK�DVVRFLDWLRQVª� IRUPDO�RUJDQL]DWLRQDO
SURSHUWLHV��2XU�DVVXPSWLRQ�LV�WKDW�WKH�PRUH�LPSRUWDQW�DVVRFLDWLYH�DFWLRQ�LV�IRU�EXVLQHVV�LQWHUHVWV�LQ�D
SDUWLFXODU�FRXQWU\�RU�VHFWRU��WKH�PRUH�GHYHORSHG�WKH�RUJDQL]DWLRQDO�SURSHUWLHV�RI�WKH�UHVSHFWLYH�EXVLQHVV
DVVRFLDWLRQV�ZLOO�EH��7KH�SULQFLSDO�FRQFHSW�KHUH�LV�WKDW�RI�§RUJDQL]DWLRQDO�GHYHORSPHQW¨��2UJDQ�
L]DWLRQDO�VWUXFWXUHV�DUH�WKH�PRUH�§GHYHORSHG¨�WKH�PRUH�HQFRPSDVVLQJ�WKH\�DUH�LQ�VFRSH�DQG�SXU�
SRVH��WKH�PRUH�§H[WHUQDO�HIIHFWV¨�DQG�LQWHUGHSHQGHQFLHV�WKH\�§LQWHUQDOL]H¨���WKH�PRUH�VSHFLDOL]HG
DQG�FRRUGLQDWHG�WKH\�DUH�LQWHUQDOO\��WKH�PRUH�VDIHO\�WKHLU�VXSSO\�RI�VWUDWHJLF�UHVRXUFHV�LV�LQVWLWX�
WLRQDOL]HG��DQG�WKH�JUHDWHU�WKHLU�DXWRQRPRXV�FDSDFLW\�WR�DFW�DQG�WR�SXUVXH�ORQJ�WHUP�VWUDWHJLHV
UHJDUGOHVV�RI�VKRUW�WHUP�HQYLURQPHQWDO�FRQVWUDLQWV�DQG�IOXFWXDWLRQV��7KH�WZR�EDVLF�QRWLRQV�LQ�
YROYHG�DUH�WKRVH�RI�RUJDQL]HG��RUGHUHG��FRRUGLQDWHG��FRPSOH[LW\�DQG�RI��UHODWLYH��DXWRQRP\��9HU�
VHOEVWlQGLJXQJ���,Q�WKH�IROORZLQJ��ZH�ZLOO�EULHIO\�GLVFXVV�WKHVH�DV�WKH\�UHODWH�WR�RXU�WUHDWPHQW�RI
RUJDQL]DWLRQDO�SURSHUWLHV���

�������������������������������������������������������
�� 7KH� FRQFHSW� RI�GHYHORSPHQW�PD\� FDUU\� WKH� FRQQRWDWLRQ�RI� D� KLVWRULFDO� SURFHVV� VWDUWLQJ� DW� D� §ORZ¨



6FKPLWWHU��6WUHHFN��7KH�2UJDQL]DWLRQ�RI�%XVLQHVV�,QWHUHVWV ��

,Q�LWV�PRVW�JHQHUDO�VHQVH��WKH�FRQFHSW�RI�RUJDQL]HG�FRPSOH[LW\�UHIHUV�WR�D�PXOWLSOLFLW\�RI�GLIIHUHQW
XQLWV�WKDW�DUH�UHODWHG�WR�HDFK�RWKHU� LQ�D�QRQ�DFFLGHQWDO��RUGHUO\��SXUSRVLYHO\�GHVLJQHG�SDWWHUQ
PDNLQJ�WKHP�FRQWULEXWH�WR�WKH�SHUIRUPDQFH�RI�D�VSHFLILF�FRPPRQ�IXQFWLRQ��$�VRFLDO�V\VWHP��LQ�
FOXGLQJ� DQ� LQWHUHVW� DVVRFLDWLRQ� RU� D� V\VWHP� RI� LQWHUHVW� DVVRFLDWLRQV�� LV� WKH�PRUH� FRPSOH[� WKH
KLJKHU�WKH�QXPEHU�DQG�WKH�JUHDWHU�WKH�GLYHUVLW\�RI�WKH�XQLWV�RI�ZKLFK�LW�LV�FRPSRVHG��DQG�LW�LV
WKH�PRUH�RUJDQL]HG�WKH�ODUJHU�WKH�QXPEHU�RI�LQVWLWXWLRQDOL]HG�UHODWLRQV�EHWZHHQ�LWV�FRPSRQHQWV
DQG�WKH�JUHDWHU�WKH�H[WHQW�RI�IXQFWLRQDO�FRRUGLQDWLRQ�DFKLHYHG�WKURXJK�WKHVH�UHODWLRQV��)XUWKHU
EHORZ�LQ�RXU�GLVFXVVLRQ�RI�RUJDQL]DWLRQDO�VWUXFWXUHV��ZH�ZLOO�XVH�WKH�WHUP�§GLIIHUHQWLDWLRQ¨�WR
UHIHU� WR� WKH� GHJUHH� WR�ZKLFK� DVVRFLDWLRQV� RU� DVVRFLDWLRQDO� V\VWHPV� DUH� FRPSRVHG� RI� GLIIHUHQW
NLQGV� RI� XQLWV�� DQG�ZH�ZLOO� VSHDN� RI� §LQWHJUDWLRQ¨� WR� GHQRWH� WKH� H[WHQW� WR�ZKLFK� FRPSRQHQW
XQLWV�DUH�FRRUGLQDWHG�WRZDUGV�FRPPRQ��JHQHUDO�REMHFWLYHV���

6WDUWLQJ�ZLWK�WKH�PRVW�REYLRXV�DVSHFW�RI�FRPSOH[LW\��ZKLFK�LV�PXOWLSOLFLW\�DQG�GLYHUVLW\��DQ�LP�
SRUWDQW��DQG�LQ�IDFW�WKH�SULQFLSDO��VRXUFH�RI�VWUXFWXUDO�FRPSOH[LW\�LQ�LQWHUHVW�DVVRFLDWLRQV�LV�WKH
GLYHUVLW\�RI�XQGHUO\LQJ�LQWHUHVWV��$VVXPLQJ�D�JLYHQ�GLVWULEXWLRQ�RI�GLYHUVH�LQWHUHVWV�DPRQJ�SRVVL�
EOH�PHPEHUV��LQWHUHVW�DVVRFLDWLRQV�DQG�V\VWHPV�RI�LQWHUHVW�DVVRFLDWLRQV�FDQ�EH�H[SHFWHG�WR�EH�LQ�
FUHDVLQJO\� FRPSOH[� WKH�PRUH� FRPSUHKHQVLYH� WKH\�DUH� LQ� WHUPV�RI� WKH� LQWHUHVWV� WKH\�RUJDQL]H�
6LQFH�WKH�FRPSUHKHQVLYHQHVV�RI�DQ�LQWHUHVW�DVVRFLDWLRQ�FHWHULV�SDULEXV�FRYDULHV�ZLWK�WKH�QXPEHU
RI�LWV��SRWHQWLDO��PHPEHUV��DVVRFLDWLRQV�ZLWK�EURDG�FRQVWLWXHQFLHV�DQG�PDQ\�PHPEHUV�DUH�PRUH
FRPSOH[�WKDQ�DVVRFLDWLRQV�ZLWK�QDUURZ�FRQVWLWXHQFLHV�DQG�IHZ�PHPEHUV��,Q�WKLV�VHQVH��RUJDQL�
]DWLRQ�RI�D�JLYHQ�SRSXODWLRQ�RI�LQWHUHVWV�LQ�D�VPDOO�QXPEHU�RI�ODUJH�DQG�EURDGO\�GHILQHG�DVVR�

�������������������������������������������������������������������������������������������������������������������������������������������������������������������������
OHYHO�DQG�SURFHHGLQJ�FRQWLQXRXVO\� WR�HYHU�§KLJKHU¨� OHYHOV��:KLOVW�ZH�GR�QRW�ZDQW� WR�SUHFOXGH� WKH
SRVVLELOLW\� WKDW�VRPH�HPSLULFDO�EXVLQHVV�DVVRFLDWLRQV� LQGHHG�DUH��RU�KDYH�EHHQ��XQGHUJRLQJ�§GHYHO�
RSPHQW¨�LQ�WKLV�VHQVH��RXU�FRQFHSW�LV�QRW�SULPDULO\�KLVWRULFDO�EXW�DQDO\WLFDO�LQ�VWDWXV��7KDW�LV��ZKLOH
ZH�GR�FODVVLI\�RUJDQL]DWLRQDO�SURSHUWLHV�RI�%,$V�LQ�WHUPV�RI�WKHLU�GHJUHH�RI�§GHYHORSPHQW¨��ZH�DUH�QRW
PDNLQJ�WKH�DVVXPSWLRQ�WKDW�D�§KLJKO\�GHYHORSHG¨�DVVRFLDWLRQ�KDV�QHFHVVDULO\�EHHQ�OHVV�GHYHORSHG�LQ
WKH�SDVW��7KLV�PHDQV��DPRQJ�RWKHU�WKLQJV��WKDW�ZH�DOORZ�IRU�WKH�SRVVLELOLW\�RI�GLIIXVLRQ�RI�RUJDQL]D�
WLRQDO�IRUPV�DV�DQ�DOWHUQDWLYH�WR�§RUJDQLF¨�JURZWK��)XUWKHUPRUH��ZH�GR�QRW�ZLVK�RXU�FRQFHSW�RI�GH�
YHORSPHQW�WR�LPSO\�D�QRWLRQ�RI�XQLGLUHFWLRQDOLW\��$OWKRXJK�ZH�H[SHFW�WKDW�KLJKO\�GHYHORSHG�RUJDQ�
L]DWLRQDO� VWUXFWXUHV� ZLOO� RIIHU� FRQVLGHUDEOH� UHVLVWDQFH� DJDLQVW� §GH�GHYHORSPHQW¨� �ZKLFK� KDV� WR� GR
ZLWK�WKHLU�YHU\�§DXWRQRP\¨�DQG�(LJHQJHVHW]OLFKNHLW���ZH�DVVXPH�WKDW�WKH�GHJUHH�RI�%,$�RUJDQL]DWLRQDO
GHYHORSPHQW�LV�SULPDULO\�GHSHQGHQW�XSRQ�VSHFLILF�HQYLURQPHQWDO�FRQVWUDLQWV�DQG�RSSRUWXQLWLHV��,Q
SULQFLSOH��WKH�H[WHUQDO�FRQWLQJHQFLHV�DIIHFWLQJ�D�SDUWLFXODU�%,$�RUJDQL]DWLRQDO�VWUXFWXUH�PD\�FKDQJH
LQ�VXFK�D�ZD\�DV�WR�ORZHU�UDWKHU�WKDQ�UDLVH�LWV�OHYHO�RI�RUJDQL]DWLRQDO�GHYHORSPHQW�

�� 7KH�FRQFHSWV�RI�GLIIHUHQWLDWLRQ�DQG�LQWHJUDWLRQ�ZLOO�EH�XVHG�WR�GHVFULEH�DQG�DQDO\]H�WKH�VWUXFWXUH�RI
ERWK�LQGLYLGXDO�DVVRFLDWLRQV�DQG�V\VWHPV�RI�DVVRFLDWLRQV��LQWUD�RUJDQL]DWLRQDO�DV�ZHOO�DV�LQWHU�RUJDQL�
]DWLRQDO� VWUXFWXUHV��� 7KH� UHODWLRQVKLS� EHWZHHQ� §LQWHUQDO¨� DQG� §H[WHUQDO¨� RUJDQL]DWLRQDO� VWUXFWXUHV
ZLOO�EH�GLVFXVVHG�VKRUWO\��$W�WKLV�SRLQW�LW�PD\�EH�XVHIXO�WR�UHPDUN�EULHIO\�RQ�RXU�XVH�RI�WKH�WHUP�§V\V�
WHP¨��IRU�H[DPSOH��ZKHQ�ZH�VSHDN�RI�§DVVRFLDWLRQDO�V\VWHPV¨��%DVLFDOO\��DQ�DVVRFLDWLRQDO�V\VWHP�LQ
RXU�XVDJH�LV�WKH�XQLYHUVH�RI�DOO�%,$V�UHSUHVHQWLQJ�LQWHUHVWV�IURP�D�SDUWLFXODU�HFRQRPLF�VHFWRU�
:KHQ� XVHG� LQ� FRQQHFWLRQ�ZLWK� WKH� FRQFHSW� RI� §DVVRFLDWLRQDO� V\VWHP¨�� §VHFWRU¨�PHDQV� H[FOXVLYHO\
§VHFWRU�REMHFWLYHO\�GHILQHG�RQ�WKH�EDVLV�RI�SURGXFW�LGHQWLW\�VLPLODULW\�SUR[LPLW\¨��,I�ZH�FDOO�D�VHF�
WRUDO� XQLYHUVH� RI� DVVRFLDWLRQV� DQ� §DVVRFLDWLRQDO� V\VWHP¨�� ZH� GR� QRW� PDNH� DVVXPSWLRQV� DERXW� WKH
FKDUDFWHU� RI� WKH� UHODWLRQV� EHWZHHQ� WKH� DVVRFLDWLRQV� EHORQJLQJ� WR� LW�� ,Q� SDUWLFXODU�� WKH� FRQFHSW� RI
§V\VWHP¨�GRHV�QRW� FRQWDLQ�DQ\�SUH�MXGJPHQWV�RQ� WKH� LQWHUUHODWHGQHVV�� LQWHUGHSHQGHQFH��GHQVLW\�RI
LQWHUDFWLRQ�HWF��RI�WKH�UHVSHFWLYH�DVVRFLDWLRQV��L�H��RQ�ZKDW�LV�IUHTXHQWO\�FDOOHG�WKH�§V\VWHP�FKDUDFWHU¨
RI�D�JLYHQ�VHW�RI�VRFLDO�RU�RWKHU�UHODWLRQVKLSV���$OWKRXJK�ZH�H[SHFW�HPSLULFDOO\�WR�ILQG�DW�OHDVW�VRPH
GHJUHH�RI� LQWHUUHODWHGQHVV� LQ� DOO� RXU� VHFWRUDO� DVVRFLDWLRQDO� V\VWHPV�� DV� IDU� DV� RXU� FRQFHSWV� DUH� FRQ�
FHUQHG� WKH\�FRQWDLQ� WKH�SRVVLELOLW\�RI� WRWDO� LVRODWLRQ�RI� FRPSRQHQW�XQLWV�DQG�§]HUR�V\VWHP� LQWHJUD�
WLRQ¨��7KH�GHJUHH�WR�ZKLFK�WKH�DVVRFLDWLRQDO�V\VWHPV�ZH�DUH�GHDOLQJ�ZLWK�DUH��RU�DUH�QRW��LQWHJUDWHG
�LQWHUDFWLYH�� LQWHUGHSHQGHQW�� ERXQGDU\�PDLQWDLQLQJ�� VHOI�UHSURGXFWLYH� RU� ZKDWHYHU�� LV� HQWLUHO\� DQ
HPSLULFDO�TXHVWLRQ�DQG�LV�LQ�QR�ZD\�SUH�MXGJHG�E\�WKH�XVH�RI�WKH�WHUP�§V\VWHP¨�
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FLDWLRQV�UHSUHVHQWV�D�KLJKHU�GHJUHH�RI�RUJDQL]DWLRQDO�GHYHORSPHQW�WKDQ�RUJDQL]DWLRQ�LQ�D�ODUJH
QXPEHU�RI�VPDOO�DQG�QDUURZ�DVVRFLDWLRQV�

/DUJH�VL]H�LQ�RUJDQL]DWLRQV�JLYHV�ULVH�WR�LQWHUQDO�GLIIHUHQWLDWLRQ��7KH�ODUJHU�DQG�WKH�PRUH�FRP�
SUHKHQVLYH�EXVLQHVV� DVVRFLDWLRQV� DUH�� WKH�PRUH� WKH\� FDQ�EH� H[SHFWHG� WR�EH�GLIIHUHQWLDWHG� LQWR
VXEXQLWV� UHVSRQGLQJ� WR� GLIIHUHQW� WDVNV� DQG� LQWHUHVWV�� ,QWHUQDO� GLIIHUHQWLDWLRQ� UHIOHFWLQJ� WDVN
FRPSOH[LW\� LV� DQRWKHU� DVSHFW� RI� RUJDQL]DWLRQDO� GHYHORSPHQW� RI� LQWHUHVW� DVVRFLDWLRQV�� KROGLQJ
VL]H�DQG�RWKHU�SURSHUWLHV�FRQVWDQW��DQ�RUJDQL]DWLRQ�WKDW�KDV�D�KLJK�QXPEHU�RI�LQWHUQDO�VXEGLYL�
VLRQV�LV�PRUH�FRPSOH[�DQG�PRUH�GHYHORSHG�WKDQ�DQ�RUJDQL]DWLRQ�ZLWK�QR�RU�IHZ�VXEGLYLVLRQV�

7KH� LQWHUQDO�VXEXQLWV�H[LVWLQJ�ZLWKLQ�RUJDQL]DWLRQV�DUH�VXEMHFW� WR�D�KLJKHU�RU� ORZHU�GHJUHH�RI
FRRUGLQDWLRQ� LQ�WHUPV�RI�WKH�RYHUDOO�RUJDQL]DWLRQDO�SXUSRVH��)XQFWLRQDO�FRRUGLQDWLRQ�LV� WKH�VHF�
RQG�GLPHQVLRQ�RI�ZKDW�ZH�KDYH�FDOOHG�RUJDQL]HG�FRPSOH[LW\��,QWUD�RUJDQL]DWLRQDO�GLIIHUHQWLD�
WLRQ�DFFRUGLQJ�WR�GLIIHUHQW�VSHFLDO�LQWHUHVWV�FDQ�EH�FRQFHLYHG�DV�D�PHFKDQLVP�RI�DFFRPPRGDWLQJ
WKRVH�LQWHUHVWV�ZLWKLQ�RQH�HQFRPSDVVLQJ�RUJDQL]DWLRQ�DQG�PDNLQJ�WKHP�DFFHVVLEOH�IRU�LQWHJUD�
WLRQ�LQWR�D�EURDGHU��PRUH�JHQHUDO�LQWHUHVW�GHILQLWLRQ��$Q�DOWHUQDWLYH�PHFKDQLVP�WR�DFKLHYH�WKH
VDPH� REMHFWLYH�ZRXOG� EH� H[WHUQDO� FRRUGLQDWLRQ� EHWZHHQ� LQGHSHQGHQW� DVVRFLDWLRQV� RUJDQL]LQJ
WKH�LQWHUHVWV�WR�EH�FRRUGLQDWHG�VHSDUDWHO\��)RU�H[DPSOH��URDG�EXLOGLQJ�ILUPV�DQG�KRXVH�EXLOGLQJ
ILUPV�FRXOG�HLWKHU�EH�RUJDQL]HG�LQ�WKH�VDPH�LQWHUHVW�DVVRFLDWLRQ�¥�ZKLFK�ZRXOG�WKHQ�SUHVXPD�
EO\�KDYH�VSHFLDO�LQWHUQDO�VXEGLYLVLRQV�IRU�HDFK�RI�WKHP�¥�RU�WKH\�FRXOG�EH�RUJDQL]HG�VHSDUDWHO\
DQG�FRRUGLQDWH�WKHLU�LQWHUHVWV�WKURXJK�VRPH�NLQG�RI�LQWHU�RUJDQL]DWLRQDO�OLQNDJH��%DVLFDOO\��LQWUD�
RUJDQL]DWLRQDO� GLIIHUHQWLDWLRQ� LQWR� VSHFLDOL]HG� VXEXQLWV� DQG� LQWHU�RUJDQL]DWLRQDO� LQWHJUDWLRQ
WKURXJK� LQVWLWXWLRQDOL]HG� OLQNDJHV� EHWZHHQ� VHSDUDWH� RUJDQL]DWLRQV� DUH� IXQFWLRQDO� DOWHUQDWLYHV
WKDW�FDQ�EH�XVHG�IRU�WKH�VDPH�SXUSRVH�

2UJDQL]DWLRQV� GLIIHU� E\� WKH� H[WHQW� WR�ZKLFK� WKHLU� VXEXQLWV� IRUP� DQ� RUJDQLF� SDWWHUQ� RULHQWHG
WRZDUGV�WKH�DFKLHYHPHQW�RI�D�FRPPRQ�REMHFWLYH��,GHDOO\��WKH�QXPEHU�RI�VXEXQLWV�LQ�DQ�RUJDQL�
]DWLRQ� VKRXOG� EH� OLPLWHG� WR� ZKDW� LV� UHTXLUHG� IRU� WKH� RUJDQL]DWLRQ� WR� DFKLHYH� LWV� REMHFWLYHV�
VXEXQLWV�VKRXOG�EH�VLQJXODU�WR�DYRLG�GXSOLFDWLRQ�RI�HIIRUW��WKH\�VKRXOG�EH�QRQ�FRPSHWLWLYH�WR�SUH�
YHQW�LQWHUQDO�IULFWLRQ�DQG�GLYHUVLRQ�RI�UHVRXUFHV�IURP�WKH�RUJDQL]DWLRQªV�RYHUDOO�SXUSRVH��WKH\
VKRXOG�EH� IXQFWLRQDOO\� GLIIHUHQWLDWHG� DFFRUGLQJ� WR� D� FRPSOHPHQWDU\�GLYLVLRQ� RI� ODERU�� DQG� WKH\
VKRXOG�EH�KLHUDUFKLFDOO\�RUGHUHG�WR�DOORZ�IRU�XQLW\�RI�SXUSRVH�DQG�FRQWLQXRXV�FHQWUDOL]HG�FRRUGL�
QDWLRQ��,Q�WKH�VDPH�ZD\�LQ�ZKLFK�LQGLYLGXDO�DVVRFLDWLRQV�FDQ�EH�FRPSDUHG�LQ�WHUPV�RI�WKH�GHJUHH
RI�FRUUHVSRQGHQFH�RI�WKHLU�VWUXFWXUH�WR�WKHVH�FULWHULD��VR�FDQ�DVVRFLDWLRQDO�V\VWHPV��2EYLRXVO\��WKH
UDQJH�RI�YDULDWLRQ�LQ�WKLV�UHVSHFW�EHWZHHQ�DVVRFLDWLRQDO�V\VWHPV�LV�PXFK�EURDGHU�WKDQ�EHWZHHQ
LQGLYLGXDO�DVVRFLDWLRQV��$W�RQH�H[WUHPH��RQH�FDQ�FRQFHLYH�RI�DQ�DVVRFLDWLRQDO�V\VWHP�LQ�ZKLFK
WKH� QXPEHU� RI� FRQVWLWXHQW� XQLWV� LV� XQVSHFLILHG�� LGHQWLFDO� IXQFWLRQV� DUH� SHUIRUPHG� VLPXOWDQH�
RXVO\�E\�VHYHUDO�DVVRFLDWLRQV�LQ�FRPSHWLWLRQ�ZLWK�HDFK�RWKHU��DVVRFLDWLRQV�GHWHUPLQH�WKHLU�WDVNV
LQGHSHQGHQWO\�ZLWKRXW� WDNLQJ� LQWR�DFFRXQW� WKH� WDVNV�SHUIRUPHG�E\�RWKHU�DVVRFLDWLRQV��DQG�QR
DVVRFLDWLRQ�LV�LQ�D�SRVLWLRQ�WR�H[HUFLVH�KLHUDUFKLFDO�FRQWURO�RYHU�RWKHUV��6\VWHPV�RI�LQWHUHVW�DVVR�
FLDWLRQV�ZLWK�WKHVH�FKDUDFWHULVWLFV�KDYH�EHHQ�WHUPHG�§SOXUDOLVW¨��$W�WKH�RWKHU�H[WUHPH��WKH�IXQF�
WLRQDOO\� FRPSOHPHQWDU\� GLIIHUHQWLDWLRQ�� KLHUDUFKLFDO� RUGHULQJ�� QRQ�FRPSHWLWLYHQHVV�� XQLW� VLQ�
JXODULW\�HWF��RI�DQ�DVVRFLDWLRQDO�V\VWHP�PD\�DSSURDFK�WKDW�RI� WKH�VXEXQLW�VWUXFWXUH�RI�D�VLQJOH
RUJDQL]DWLRQ��DQG� LQ� IDFW� WKHUH�PD\�EH�HPSLULFDO� FDVHV� LQ�ZKLFK�ZKDW� LV� IRUPDOO\�D� V\VWHP�RI
LQGHSHQGHQW�RUJDQL]DWLRQV� LV�PRUH� §RUJDQL]HG¨�� §RUGHUHG¨� DQG�§FRRUGLQDWHG¨� WKDQ� D� ORRVHO\
LQWHJUDWHG� VLQJOH� RUJDQL]DWLRQ�� $VVRFLDWLRQDO� V\VWHPV� ZKRVH� LQWHURUJDQL]DWLRQDO� VWUXFWXUHV
UHVHPEOH�DQ�LQWUD�RUJDQL]DWLRQDO�SDWWHUQ�RI�IXQFWLRQDO�GLYLVLRQ�RI�ODERU�DQG�KLHUDUFKLFDO�FRRUGL�
QDWLRQ�¥�XS�WR�DQG�LQFOXGLQJ�WKH�WUDQVIRUPDWLRQ�RI� LQWHU�RUJDQL]DWLRQDO�UHODWLRQV�EHWZHHQ�GLI�
IHUHQW�LQWHUHVWV�LQWR�LQWUD�RUJDQL]DWLRQDO�UHODWLRQV�WKURXJK�PHUJHUV�¥�KDYH�EHHQ�ODEHOHG�§FRUSR�
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UDWLVW¨��$OWKRXJK�SOXUDOLVW�DVVRFLDWLRQDO�V\VWHPV�PD\�FRQVLVW�RI�D�ODUJH�QXPEHU�DQG�JUHDW�YDULHW\
RI� FRPSRQHQW� DVVRFLDWLRQV� DQG�PD\� WKXV�EH�KLJKO\� FRPSOH[�� WKH\� DUH�QRW� §RUGHUHG¨�RU� §RUJD�
QL]HG¨�DQG�WKHUHIRUH�UHSUHVHQW�D�ORZ�OHYHO�RI�RUJDQL]DWLRQDO�GHYHORSPHQW���

7KH�VHFRQG�DVSHFW�RI�RUJDQL]DWLRQDO�GHYHORSPHQW�LQ�ZKLFK�ZH�DUH�LQWHUHVWHG�LV�ZKDW�ZH�KDYH
FDOOHG� DERYH� §DXWRQRP\¨��7KH�QRWLRQ�RI� RUJDQL]DWLRQDO� DXWRQRP\� UHIHUV� WR� WKH� VXSSO\� RI� UH�
VRXUFHV�UHTXLUHG�IRU�WKH�RUJDQL]DWLRQªV�VXUYLYDO�DQG�JURZWK��§LQSXW¨��DV�ZHOO�DV�WR�WKH�FDSDFLW\
RI� WKH� RUJDQL]DWLRQ� WR�GHWHUPLQH� LWV� REMHFWLYHV� DQG� VHOHFW� WKH�PHDQV� DQG� VWUDWHJLHV� WR�SXUVXH
WKHP�LQGHSHQGHQWO\��§RXWSXW¨���2XU�JXLGLQJ�K\SRWKHVLV�LV�WKDW�RUJDQL]DWLRQV�VWULYH�WR�LQFUHDVH
WKHLU� DXWRQRP\� LQ�ERWK� WKHVH�GLPHQVLRQV� LQ�RUGHU� WR�SURWHFW� WKHPVHOYHV� DV�PXFK�DV�SRVVLEOH
IURP�XQSUHGLFWDEOH�WXUEXOHQFHV�LQ�WKHLU�HQYLURQPHQWV��%\�DFTXLULQJ�DQG�GHIHQGLQJ�LQFUHDVLQJ
DXWRQRP\�LQ�WKH�FRXUVH�RI�WKHLU�GHYHORSPHQW��RUJDQL]DWLRQV�VHFXUH�WKHLU�FRQWLQXLW\�DQG�VWDELO�
LW\� DV� VRFLDO� V\VWHPV� DQG� EHFRPH� FDSDEOH� RI� RULHQWLQJ� WKHPVHOYHV� WRZDUGV� VWHDG\�� ORQJ�WHUP
REMHFWLYHV��7KH�PRUH�DXWRQRP\�DQ�RUJDQL]DWLRQ�KDV�DFKLHYHG�� WKH� OHVV�DQ\�RQH�RI� LWV�HQYLURQ�
PHQWV�LV�DEOH�WR�GHWHUPLQH�LWV�EHKDYLRU��§XQ�FRXSOLQJ¨���WKH�PRUH�LW� LV�FDSDEOH�RI�FKDQJLQJ�LWV
HQYLURQPHQWV� LQVWHDG� RI� LWVHOI� LQ� RUGHU� WR�SURWHFW� LWV� RZQ�SHUIRUPDQFH� DQG� VWDELOLW\�� DQG� WKH
PRUH�UHOLDEO\�LWV�SUHVHQW�VWUXFWXUDO�SURSHUWLHV�SUHGLFW�LWV�SURSHUWLHV�LQ�WKH�IXWXUH�

,Q�SROLWLFDO� LQWHUHVW�DVVRFLDWLRQV�DW� OHDVW�� WKH�IRUHPRVW�HQYLURQPHQW�IURP�ZKLFK�RUJDQL]DWLRQDO
DXWRQRP\� KDV� WR� EH� ZURXJKW� LV� WKH�PHPEHUVKLS�� $V� IDU� DV� UHVRXUFH� VXSSO\� �§LQSXW¨�� LV� FRQ�
FHUQHG��SROLWLFDO�RUJDQL]DWLRQV�DW�D�ORZ�OHYHO�RI�GHYHORSPHQW�JHW�DOO�WKHLU�UHVRXUFHV�¥�ILQDQFH�DV
ZHOO�DV�PDQSRZHU�¥�IURP�WKHLU�PHPEHUV�RQ�D�VSRQWDQHRXV��QRQ�URXWLQH��YROXQWDU\�EDVLV��7R�LQ�
FUHDVH�WKHLU�DXWRQRP\��RUJDQL]DWLRQV�RI�WKLV�NLQG�KDYH�EDVLFDOO\�WKUHH�VWUDWHJLHV�DW�WKHLU�GLVSR�
VLWLRQ�ZKLFK�WKH\�FDQ�WR�D�FHUWDLQ�H[WHQW�FRPELQH�

����WKH\�FDQ�PDNH�WKH�VXSSO\�RI�UHVRXUFHV�E\�PHPEHUV�D�IRUPDOL]HG�REOLJDWLRQ�HQIRUFHDEOH� LQ
ODZ� �FRQVWLWXWLRQDO� LPSRVLWLRQ� RI� UHJXODU� GXHV� SD\PHQWV�� HPSOR\PHQW� RI� SURIHVVLRQDO� UDWKHU
WKDQ�YROXQWDU\�VWDII��FRPSXOVRU\�PHPEHUVKLS��

����WKH\�FDQ�FRPSOHPHQW�WKH�PRUH�RU�OHVV�YROXQWDU\�FRQWULEXWLRQV�RI�WKHLU�PHPEHUV�E\�VHOOLQJ
SURGXFWV�RU�VHUYLFHV�LQ�WKH�PDUNHW��RU

����WKH\�FDQ�WXUQ�WR�RWKHU�§VSRQVRULQJ�HQYLURQPHQWV¨�IRU�VXEVLGL]DWLRQ��7KH�PRVW�OLNHO\�VRXUFH
RI�VXEVLGL]DWLRQ�IRU�SROLWLFDO�RUJDQL]DWLRQV� LV��RI�FRXUVH�� WKH�VWDWH��7KH� LPSRUWDQFH�RI� WKH�VWDWH
IRU�WKH�GHYHORSPHQW�RI�SROLWLFDO�RUJDQL]DWLRQV�LV�LQFUHDVHG�E\�WKH�IDFW�WKDW�WKH�IHDVLELOLW\�RI�WKH
ILUVW� WZR� VWUDWHJLHV� RI� JDLQLQJ� DXWRQRP\� LV� ODUJHO\� GHWHUPLQHG� E\� VWDWH�GHILQHG� §UXOHV� RI� WKH
JDPH¨��LQ�SDUWLFXODU��FRPSXOVRU\�PHPEHUVKLS���7KH�WUDQVIRUPDWLRQ�RI�YROXQWDU\�VXSSRUW� LQWR
OHJDO��URXWLQH�REOLJDWLRQV�FDQ�EH�UHIHUUHG�WR�DV�IRUPDOL]DWLRQ��ZKLOH�WKH�PRELOL]DWLRQ�RI�VXSSRUW
IURP�RWKHU� HQYLURQPHQWV� DPRXQWV� WR� DQ� LQFUHDVH� LQ� LQVWLWXWLRQDOL]DWLRQ��$� GHYHORSHG�SROLWLFDO
RUJDQL]DWLRQ�H[WUDFWV� UHVRXUFHV�QRW�RQO\� IURP� LWV�PHPEHUVKLS�EDVH�EXW� IURP�D�PXOWLSOLFLW\�RI
HQYLURQPHQWV�¥�HQDEOLQJ�LW�WR�EDODQFH�WKH�LQIOXHQFH�RI�RQH�VRXUFH�RI�VXSSRUW�DJDLQVW�WKDW�RI�RWK�
HUV�¥�DQG�LW�UHFHLYHV�LWV�VXSSRUWV�RQ�D�URXWLQH�EDVLV�WKURXJK�VWDEOH�DQG�SUHGLFWDEOH�OLQHV�RI�VXSSO\�

�������������������������������������������������������
�� 7KH� WZR�DVSHFWV�RI�§RUJDQL]HG�FRPSOH[LW\¨�ZLOO�EH�GHDOW�ZLWK� LQ�GHSWK� LQ� WKH� ILUVW� WZR�RI� WKH� IRXU

PDLQ�SDUWV�RI�RXU�GLVFXVVLRQ�RI�RUJDQL]DWLRQDO�SURSHUWLHV��7KH� ILUVW�SDUW�� WLWOHG�§'RPDLQV¨��ZLOO�EH
FRQFHUQHG�ZLWK�WKH�FKRLFH�E\�DVVRFLDWLRQV�RI�WKH�NLQG�DQG�UDQJH�RI�LQWHUHVWV�WKH\�XQGHUWDNH�WR�UHSUH�
VHQW��7KH�FHQWUDO�YDULDEOHV� WKHUH�ZLOO�EH�§FRPSUHKHQVLYHQHVV¨�DQG�§VL]H¨��7KH�VHFRQG�SDUW��§6WUXF�
WXUHV¨�� GLVFXVVHV� WKH� LQWHUQDO� VWUXFWXUDO� GLIIHUHQWLDWLRQ� RI� DVVRFLDWLRQV� ZLWKLQ� D� JLYHQ� �RU� FKRVHQ�
LQWHUHVW� GRPDLQ�� WKH� LQVWLWXWLRQDOL]HG� LQWHU�RUJDQL]DWLRQDO� UHODWLRQV� EHWZHHQ� DVVRFLDWLRQV�� DQG� WKH
VWUXFWXUH�RI�DVVRFLDWLRQDO�V\VWHPV��+HUH��WKH�HPSKDVLV�ZLOO�EH�RQ�WKH�PHFKDQLVPV�E\�ZKLFK�VWUXFWXUDO
FRPSOH[LW\�LV�RUGHUHG��RUJDQL]HG�DQG�FRRUGLQDWHG�
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5HVRXUFH�DXWRQRP\�IURP�WKH�PHPEHUVKLS�LV�FORVHO\�UHODWHG�WR�VWUDWHJLF�DXWRQRP\�DV�RUJDQL]D�
WLRQDO� LQSXWV� DQG�RXWSXWV� DUH� OLQNHG� WR� HDFK�RWKHU� LQ� WKH� H[FKDQJH�EHWZHHQ� WKH� RUJDQL]DWLRQ
DQG�LWV�YDULRXV�HQYLURQPHQWV��,QWHUHVW�DVVRFLDWLRQV�ZLWK�OLWWOH�GHYHORSHG�RUJDQL]DWLRQDO�SURSHU�
WLHV�KDYH� WR�JHDU� WKHLU�SROLFLHV� FORVHO\� WR� WKH� LPPHGLDWH�GHPDQGV�DQG� WKH� VKRUW�WHUP� LQWHUHVW
SHUFHSWLRQV�RI� WKHLU�PHPEHUV�ZKR�DUH� WKHLU�RQO\�VRXUFH�RI�VXSSRUW��6LQFH�WKH� LPPHGLDWH�FRQ�
FHUQV�RI�PHPEHUV�RI�LQWHUHVW�DVVRFLDWLRQV�DUH�PRUH�OLNHO\�WR�EH�QDUURZO\�GHILQHG��LGLRV\QFUDWLF
DQG�VXEMHFW�WR�UDSLG�FKDQJH��VXFK�RUJDQL]DWLRQV�WHQG�WR�EH�VPDOO�LQ�VL]H��DQG�WKHLU�SROLFLHV�WHQG
WR�EH�SDUWLFXODULVWLF�DQG�XQVWDEOH�

$VVRFLDWLRQV�FDQ�IUHH�WKHPVHOYHV�IURP�WKH�XQFHUWDLQWLHV�RI�SROLWLFDO�VSRQWDQHLW\�E\�GHYHORSLQJ
LQWR�ILUPV�VHOOLQJ�SURGXFWV�RU�VHUYLFHV�LQ�WKH�PDUNHW��,I�WKH\�GR�QRW�FKRRVH�WKLV�DOWHUQDWLYH�DQG
GHFLGH�WR�VWD\�LQ�WKH�SROLWLFDO�UHDOP��WKH\�FDQ�JURZ�LQ�VL]H�DQG�FRPSUHKHQVLYHQHVV�DQG�GHYHORS
ORQJHU�WHUP�SHUVSHFWLYHV�RQO\�LI�WKH\�DFTXLUH�D�FDSDFLW\�WR�UHMHFW�VKRUW�WHUP�PHPEHU�GHPDQGV
DQG�PDNH�WKHLU�GHFLVLRQV�ELQGLQJ�XSRQ�WKHLU�PHPEHUV�HYHQ�DJDLQVW�UHVLVWDQFH��)RU�WKLV�§UHODWLYH
DXWRQRP\¨�WR�GHYHORS��DVVRFLDWLRQV�QHHG�WKH�VXSSRUW�RI� WKHLU�RWKHU�HQYLURQPHQWV�FRPSHQVDW�
LQJ�WKHP�IRU�WKH�LQHYLWDEOH�GHFOLQH�LQ�WKH�VSRQWDQHRXV�VXSSRUW�IURP�WKHLU�PHPEHUVKLS��RU�HQD�
EOLQJ�WKHP�WR�H[WUDFW�VXFK�VXSSRUW�LQ�VSLWH�RI�PHPEHU�DSDWK\�RU�UHVLVWDQFH�

([WHUQDO�DVVLVWDQFH�RI� WKLV�VRUW� LV� OLNHO\� WR�FRPH�IRUZDUG�RQO\� LI� WKH�DVVRFLDWLRQªV�DFWLYLWLHV� UH�
VSRQG�DW�OHDVW�WR�VRPH�GHJUHH�WR�WKH�UHVSHFWLYH�§RWKHU¨�HQYLURQPHQWVª�LQWHUHVWV��LQ�SDUWLFXODU��WR
WKH�LQWHUHVWV�RI�WKH�VWDWH��,W�LV�RQO\�WR�WKH�H[WHQW�WKDW�DVVRFLDWLRQV�EHFRPH�LQ�WKLV�VHQVH�LQWHUHVW�LQWHU�
PHGLDULHV�EHWZHHQ�GLIIHUHQW�HQYLURQPHQWV� WKDW� WKH\�FDQ� WUDQVIRUP�WKHPVHOYHV� LQWR�VWDEOH�� FRQ�
WLQXRXV��LQVWLWXWLRQDOL]HG�LQWHUHVW�JRYHUQPHQWV��DQG�LW�LV�RQO\�WR�WKLV�H[WHQW�WKDW�WKH\�FDQ�DIIRUG�WR
EH�XQUHVSRQVLYH�WR�VRPH�RI�WKH�GHPDQGV�PDGH�RQ�WKHP�E\�WKHLU�FRQVWLWXHQWV��WR�UHSUHVHQW�WKH
LQWHUHVWV�RI� WKHLU�PHPEHUV�RQO\�VHOHFWLYHO\�DQG�LQ�D�JHQHUDO��§FRPSURPLVHG¨�IRUP��DQG�WR�GH�
VLJQ� WKHLU� SROLFLHV� DQG� VWUDWHJLHV� LQ� DFFRUGDQFH�ZLWK� WKHLU� RZQ� VWUXFWXUDO� QHHGV�� UDWKHU� WKDQ
ZLWK�WKH�ZLVKHV�RI�DFWRUV�RWKHU�WKDQ�WKHPVHOYHV�

7KH�PRVW�IUHTXHQW�IRUP�RI�H[WHUQDO�VXSSRUW�IRU�LQWHUHVW�DVVRFLDWLRQV�LV�RI�FRXUVH�VWDWH�UHFRJQL�
WLRQ� DQG� OLFHQVLQJ� DQG� WKH� JUDQWLQJ� RI� D� PRQRSRO\� RI� UHSUHVHQWDWLRQ�� RIWHQ� FRPELQHG� ZLWK
FRPSXOVRU\�PHPEHUVKLS����9ROXQWDU\�PHPEHUVKLS�DQG�WKH�DEVHQFH�RI�VWDWH�OLFHQVLQJ�DQG�UHS�
UHVHQWDWLRQDO� PRQRSROLHV� DUH� FKDUDFWHULVWLFV� RI� SOXUDOLVW� V\VWHPV� RI� LQWHUHVW� UHSUHVHQWDWLRQ�
ZKHUHDV� FRPSXOVRU\�PHPEHUVKLS� DQG� VWDWH�JXDUDQWHHG� DVVRFLDWLRQDO� IXQFWLRQV� DQG� GRPDLQV
FRUUHVSRQG�WR�WKH�GHILQLWLRQ�RI�FRUSRUDWLVP��2UJDQL]DWLRQDO�GHYHORSPHQW��WKHQ��RI�LQWHUHVW�DVVR�
FLDWLRQV� LQ� WKH�GLUHFWLRQ�RI� LQFUHDVLQJ�§UHODWLYH�DXWRQRP\¨� IURP�WKHLU�SULPDU\�HQYLURQPHQW�¥
WKH�PHPEHUV�¥�LPSOLHV�D�PRYH�IURP�SOXUDOLVP�WR�FRUSRUDWLVP��DFFRPSDQLHG�E\�D�GHFOLQH�LQ�WKH
YROXQWDU\�DQG�DQ�LQFUHDVH�LQ�WKH�REOLJDWRU\�FKDUDFWHU�RI�RUJDQL]DWLRQ���

�������������������������������������������������������
�� ,W�LV�SRVVLEOH�WKDW�DVVRFLDWLRQV�LQ�WU\LQJ�WR�JDLQ�LQGHSHQGHQFH�IURP�WKHLU�PHPEHUV�EHFRPH�GHSHQGHQW

XSRQ�WKH�VWDWH�¥�RU�VRPH�RWKHU�§WKLUG�SDUW\¨��6WDWH�GHSHQGHQFH�LV�RI�FRXUVH�QR�PRUH�ZHOFRPH�WR�DV�
VRFLDWLRQV�WKDQ�PHPEHU�GHSHQGHQFH��DQG�WKH�§KLJK�DUW¨�RI�GHYHORSLQJ�WKH�RUJDQL]DWLRQDO�SURSHUWLHV
RI�DQ�LQWHUHVW�DVVRFLDWLRQ�LV�SUHFLVHO\�WR�ILQG�D�SRVLWLRQ�LQ�ZKLFK�WKH�LQIOXHQFH�RI�HDFK�RI�WKH�RUJDQL�
]DWLRQªV�WDVN�HQYLURQPHQWV�FDQ�EH�EDODQFHG�DJDLQVW�WKH�LQIOXHQFH�RI�DQRWKHU�

�� 5HVRXUFH�DQG�VWUDWHJLF�DXWRQRP\�ZLOO�EH�GLVFXVVHG�PRUH�WKRURXJKO\�LQ�WKH�WKLUG�DQG�IRXUWK�SDUW�RI
RXU�WUHDWPHQW�RI�RUJDQL]DWLRQDO�SURSHUWLHV��5HVRXUFH�DXWRQRP\�LV�WKH�VXEMHFW�RI�WKH�WKLUG�SDUW�ZKLFK
LV�WLWOHG�§5HVRXUFHV¨��6WUDWHJLF�DXWRQRP\�LV�GHDOW�ZLWK�LQ�WKH�IRXUWK�SDUW�WLWOHG�§2XWSXWV¨��7KH�WZR
SDUWV�DUH�FORVHO\�UHODWHG�DV�RUJDQL]DWLRQDO�SURFHVVHV�DUH�FRQFHLYHG�DV�WUDQVIRUPLQJ�LQSXW�§5HVRXUFHV¨
LQWR�GLIIHUHQW�§2XWSXWV¨�H[FKDQJHG�ZLWK�GLIIHUHQW�HQYLURQPHQWV�LQ�UHWXUQ�IRU�GLIIHUHQW�NLQGV�RI�VXS�
SRUWV��7KH�EDVLF� VWUXFWXUH�RI� RXU�GLVFXVVLRQ�RI�RUJDQL]DWLRQDO�SURSHUWLHV�� WKHQ�� LV� WKLV��2XU�JHQHUDO
FRQFHUQ�LV�ZLWK�RUJDQL]DWLRQDO�GHYHORSPHQW��ZKLFK�ZH�KDYH�DQDO\]HG�LQWR�WKH�FRQFHSWV�RI�RUJDQL]HG
FRPSOH[LW\� DQG� �UHODWLYH�� DXWRQRP\��:KLOH� RUJDQL]HG� FRPSOH[LW\� FRQWDLQV� WKH� QRWLRQV� RI� FRPSUH�
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'LIIHUHQW�GHJUHHV� RI� RUJDQL]DWLRQDO�GHYHORSPHQW� RI� LQWHUHVW� DVVRFLDWLRQV� DQG� LQWHUHVW� DVVRFLD�
WLRQDO�V\VWHPV�DUH�UHODWHG�WR�GLIIHUHQFHV�LQ�WKH�UHODWLYH�LPSRUWDQFH�RI�WKH�/RJLFV�RI�0HPEHUVKLS
DQG� ,QIOXHQFH��$V� IDU� DV� RUJDQL]HG� FRPSOH[LW\� LV� FRQFHUQHG�� DVVRFLDWLRQDO� V\VWHPV� WKDW� DUH� SUL�
PDULO\�UHVSRQVLYH�WR�WKHLU�PHPEHUVKLS�EDVH�DUH�OLNHO\�WR�EH�IUDJPHQWHG�LQWR�D�ODUJH�QXPEHU�RI
VPDOO�� QDUURZ�� LQWHUQDOO\�XQGLIIHUHQWLDWHG� DQG� H[WHUQDOO\� XQFRRUGLQDWHG� VSHFLDO� LQWHUHVW� DVVR�
FLDWLRQV��:KLOH�WKH�GHJUHH�RI�IUDJPHQWDWLRQ��GLVSHUVLRQ��RYHUODS�HWF��SURGXFHG�E\�WKH�/RJLF�RI
0HPEHUVKLS�PD\�YDU\�EHWZHHQ�FRXQWULHV�DQG�HFRQRPLF�VHFWRUV�ZLWK�GLIIHUHQW�VWUXFWXUDO�FRQGL�
WLRQV��JHQHUDOO\�WKH�GHVLUH�RI�PHPEHUV�WR�KDYH�WKHLU� LPPHGLDWH��SDUWLFXODULVWLF� LQWHUHVWV�UHSUH�
VHQWHG�DV�XQGLVWRUWHG�DV�SRVVLEOH�ZRUNV� LQ� WKH�GLUHFWLRQ�RI�QDUURZ�GRPDLQV�DQG�UHVLVWDQFH� WR
FRRUGLQDWLRQ�ZLWKLQ�DVVRFLDWLRQDO�V\VWHPV��$V�0DQFXU�2OVRQ�KDV�SHUVXDVLYHO\�GHPRQVWUDWHG���

LQWHUHVWV� DUH� WKH�PRUH� OLNHO\� WR�EH�RUJDQL]HG� LQ�YROXQWDU\�PHPEHUVKLS� DVVRFLDWLRQV� WKH�PRUH
QDUURZO\�GHILQHG�WKH\�DUH��DQG�WKH\�EHFRPH�LQFUHDVLQJO\�XQOLNHO\�WR�EH�RUJDQL]HG�DV�WKH\�EH�
FRPH�PRUH�JHQHUDO��$OWKRXJK�PHPEHUV�PD\�EH�DZDUH�RI�WKH�JHQHUDO�LPSOLFDWLRQV�DQG�WKH�LQWHU�
GHSHQGHQFLHV�RI� WKHLU� LQWHUHVWV�ZLWK� WKRVH�RI�RWKHUV��KDYLQJ� WR�DEDQGRQ�VRPH�RI� WKHP�IRU� WKH
VDNH�RI�RUJDQL]DWLRQDO�XQLW\�DQG� WR�FRQWULEXWH� WR� WKH�FRVWV�RI�DQ�HODERUDWH� IRUPDO�VWUXFWXUH�RI
LQWHUHVW�FRRUGLQDWLRQ�SRVHV�DOPRVW�LQVXUPRXQWDEOH�§3ULVRQHUªV�'LOHPPD¨�SUREOHPV��$V�D�FRQ�
VHTXHQFH��PHPEHUV�ZLOO� WHQG� WR�DVVRFLDWH�� LI� DW� DOO�� RQO\�ZLWK� WKH�YHU\� VPDOO�QXPEHU�RI� WKRVH
ZKR�VKDUH�WKHLU�LPPHGLDWH��VSHFLILF��QDUURZO\�GHILQHG�LQWHUHVWV��DQG�WKH�UHVXOWLQJ�DVVRFLDWLRQV
ZLOO� EH� QDUURZ� LQ� VFRSH�� VPDOO� LQ� PHPEHUVKLS�� LQWHUQDOO\� KRPRJHQHRXV�� VLPSO\� VWUXFWXUHG�
KLJKO\� UHVSRQVLYH� WR� WKH� LPPHGLDWH� GHPDQGV� RI� WKHLU� PHPEHUV� DQG� KLJKO\� XQUHVSRQVLYH� WR
GHPDQGV�IRU�FRRUGLQDWLRQ�ZLWK�QHLJKERULQJ�RU�PRUH�JHQHUDO�LQWHUHVWV�

2SSRVLWH�HIIHFWV�RULJLQDWH�IURP�WKH�/RJLF�RI�,QIOXHQFH��6WDWHV�LQ�DWWHPSWLQJ�WR�SURFHVV�DQG�UHJ�
XODWH� VRFLDO� LQWHUHVWV� VHHP� WR� KDYH� D� SUHIHUHQFH� IRU� GHDOLQJ�ZLWK� D� VPDOO� UDWKHU� WKDQ� D� ODUJH
QXPEHU�RI� LQWHUHVW� UHSUHVHQWDWLYHV�� DQG� IRU�EHLQJ�FRQIURQWHG�ZLWK� LQWHUHVWV� WKDW�DUH�DV�DJJUH�
JDWHG�DQG�FRPSUHKHQVLYH�DV�SRVVLEOH��,QWHUHVW�DVVRFLDWLRQDO�VWUXFWXUHV�GRPLQDWHG�E\�WKH�/RJLF
RI�0HPEHUVKLS�WUDQVPLW�WR�WKH�VWDWH�D�YDVW�YDULHW\�RI�VSHFLDO�LQWHUHVWV�DQG�SODFH�WKH�EXUGHQ�RI
WKHLU� UHFRQFLOLDWLRQ�DQG�DFFRPPRGDWLRQ�XSRQ�SXEOLF� DXWKRULWLHV�� ,Q� VRFLHWLHV� LQ�ZKLFK�DOO� LP�
SRUWDQW� DOORFDWLYH� GHFLVLRQV� DUH� DIIHFWHG� E\� WKH�PDUNHW�� WKLV�PD\� QRW� EH�PXFK� RI� D� SUREOHP�
+RZHYHU��ZKHUH�WKH�VWDWH�KDV��ZLOOLQJO\�RU�QRW��DFFHSWHG�D�UHVSRQVLELOLW\�WR�SURWHFW�WKH�LQWHUHVWV
RI� VSHFLILF� VRFLDO� JURXSV� DQG� UHJXODWH� WKHLU� WUDQVDFWLRQV�ZLWK� RWKHUV� SROLWLFDOO\�� JRYHUQDELOLW\
PD\�GHSHQG�XSRQ�WKH�H[LVWHQFH�RI�EURDG��HQFRPSDVVLQJ��ZHOO�FRRUGLQDWHG�V\VWHPV�RI� LQWHUHVW
DVVRFLDWLRQV�UHGXFLQJ�WKH�FRPSOH[LW\�RI�VRFLDO�LQWHUHVWV�E\�WUDQVIRUPLQJ�WKHP�LQWR�D�OLPLWHG�DQG
SROLWLFDOO\�PDQDJHDEOH� QXPEHU� RI� LQWHUHVW� DJJUHJDWHV�� 6WDWHV� ZKRVH� DELOLW\� WR� JRYHUQ� KLQJHV
XSRQ�WKLV�NLQG�RI�VRFLDO��SUH�VWDWH�LQWHUHVW�WUDQVIRUPDWLRQ�PD\�WDNH�GLUHFW�RU�LQGLUHFW�PHDVXUHV
WR�UHGHVLJQ�PHPEHU�GRPLQDWHG��IUDJPHQWHG�DVVRFLDWLRQDO�V\VWHPV�DQG�FKDQJH�WKHP�LQWR�LQIOX�
HQFH�RULHQWHG��HQFRPSDVVLQJ��LQWHJUDWHG�LQWHUHVW�JRYHUQPHQWV�

,Q�DWWHPSWLQJ�WR�FRQVROLGDWH�DQG�§UDWLRQDOL]H¨�RUJDQL]HG�V\VWHPV�RI�IXQFWLRQDO�UHSUHVHQWDWLRQ�
VWDWHV�DUH�DVVLVWHG�E\�DQRWKHU�DVSHFW�RI�WKH�/RJLF�RI�,QIOXHQFH��ZKLFK�LV�WKH�SROLWLFDO�LPSHUDWLYHV
RI�VXFFHVVIXO�DVVRFLDWLYH�DFWLRQ��:KLOH�WKH�LPPHGLDWH�LQWHUHVWV�RI�PHPEHUV�ZRUN�LQ�WKH�GLUHFWLRQ
RI� IUDJPHQWHG�DQG�VLPSOH�DVVRFLDWLRQDO� VWUXFWXUHV�� WKH�H[HUWLRQ�RI� HIIHFWLYH�SROLWLFDO� LQIOXHQFH
PD\� GHPDQG� FRRUGLQDWLRQ� RI� HIIRUWV� DQG� FRQFHQWUDWLRQ� RI� UHVRXUFHV� DQG� SRZHU��$V� D� UHVXOW�
�������������������������������������������������������������������������������������������������������������������������������������������������������������������������

KHQVLYHQHVV�DQG�VWUXFWXUH��DXWRQRP\�UHODWHV�WR�UHVRXUFHV�DQG�VWUDWHJ\��7KH�SUREOHP�RI�GRPDLQ�FRP�
SUHKHQVLYHQHVV�LV�GLVFXVVHG�EHORZ�XQGHU�'RPDLQV��WKH�SUREOHP�RI�LQWHUQDO�DQG�H[WHUQDO�VWUXFWXULQJ
XQGHU�6WUXFWXUHV��WKH�VXSSO\�ZLWK�UHTXLUHG��§LQSXW¨��UHVRXUFHV�XQGHU�5HVRXUFHV��DQG�WKH�SUREOHPV
RI�SROLF\�DQG�VWUDWHJ\�XQGHU�2XWSXW�

�� §7KH� 3ROLWLFDO� (FRQRP\� RI� (FRQRPLF� *URZWK� 5DWHV¨�� LQ�� 8QLWHG� 6WDWHV� &RQJUHVV�� 8�6�� (FRQRPLF
*URZWK�IURP������WR�������3URVSHFWV��3UREOHPV��DQG�3DWWHUQV��9RO�����������SS����¥���
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PHPEHUV�DUH�RIWHQ�IDFHG�ZLWK�WKH�XQSOHDVDQW�DOWHUQDWLYH�RI�KDYLQJ�WKHLU�LQWHUHVWV�UHSUHVHQWHG�LQ
WKHLU�DXWKHQWLF��XQPHGLDWHG�IRUP�E\�OLWWOH�GHYHORSHG��VPDOO�DQG�SRZHUOHVV�DVVRFLDWLRQV��RU�KDY�
LQJ�WKHP�UHSUHVHQWHG�RQO\�SDUWO\�DQG�JHQHUDOO\�EXW�E\�KLJKO\�GHYHORSHG�� ODUJH�DQG��FRPSDU�
DWLYHO\��SRZHUIXO�DVVRFLDWLRQV��%\�ELDVLQJ� WKH�FRQGLWLRQV�RI�SROLWLFDO� VXFFHVV� LQ� IDYRU�RI� LQFOX�
VLYH�DQG�FRPSUHKHQVLYH�UHSUHVHQWDWLRQ��VWDWHV�FDQ�FUHDWH�LQVWLWXWLRQDO�LQFHQWLYHV�IRU�WKH�IRUPD�
WLRQ�RI�GHYHORSHG�DVVRFLDWLRQDO� VWUXFWXUHV�ZLWK�D�KLJK� LQWHUQDOL]HG�FDSDFLW\� IRU� LQWHUHVW� WUDQV�
IRUPDWLRQ�DQG�FRPSURPLVH�� ,Q� WKH�FDVH�RI�%,$V��VLPLODU�FRQVWUDLQWV�FDQ�HPHUJH�IURP�WKH�FRQ�
IURQWDWLRQ�ZLWK�FHQWUDOL]HG�WUDGH�XQLRQV��ZKLFK�PD\�IRUFH�LQGLYLGXDO�EXVLQHVVHV�WR�FRQIHU�XSRQ
EURDG� DQG� UHODWLYHO\� LQWHUHVW�XQVSHFLILF� DVVRFLDWLRQV� WKH� DXWKRULW\� WR� DFW� RQ� WKHLU� EHKDOI� HYHQ
WKRXJK�WKHLU�GHFLVLRQV�PD\�LQ�VRPH�FDVHV�YLRODWH�VRPH�RI�WKHLU�PRUH�VSHFLILF�LQWHUHVWV�

7KH�VLPXOWDQHRXV�LPSDFW�RI�WKH�/RJLFV�RI�0HPEHUVKLS�DQG�,QIOXHQFH�SXVKHV�DQG�SXOOV�WKH�RUJDQ�
L]DWLRQDO�VWUXFWXUHV�RI�%,$V�DQG�%,$�V\VWHPV�LQ�RSSRVLWH�GLUHFWLRQV��:KLFK�RI�WKH�WZR�FRPSHW�
LQJ�IRUFHV�ZLOO�SUHYDLO� LQ�D�JLYHQ�FDVH�VKRXOG�� WR�D�VLJQLILFDQW�GHJUHH��GHSHQG�RQ� WKH�FRQFUHWH
FRQGLWLRQV�RI�PHPEHUVKLS�DQG�VWDWH�DQG�WUDGH�XQLRQ�VWUXFWXUH��FI��DERYH������DQG�������2QH�IRUP
RI�FRPSURPLVH�EHWZHHQ�WKH�WZR�/RJLFV�DW�DQ�DGYDQFHG�VWDJH�RI�RUJDQL]DWLRQDO�GHYHORSPHQW�LV�WKH
IRUPDWLRQ�RI�D�S\UDPLG�RI�DVVRFLDWLRQV�DQG�§DVVRFLDWLRQV�RI�DVVRFLDWLRQV¨�ZLWK�D�KLJK�QXPEHU�RI
KLHUDUFKLFDO�OHYHOV��$W�WKH�ERWWRP�RI�WKLV�S\UDPLG��WKHUH�LV�D�PXOWLWXGH�RI�QDUURZ��VPDOO��KLJKO\
LQWHUHVW�VSHFLILF� DQG� VSHFLDOL]HG� §GLUHFW� PHPEHUVKLS¨� DVVRFLDWLRQV�� $W� WKH� QH[W�KLJKHU� OHYHO�
WKHVH�DUH�FRPELQHG� LQWR��DQG�FRRUGLQDWHG�E\��D� VHULHV�RI�§KLJKHU�RUGHU¨�DVVRFLDWLRQV�RI� DVVRFLD�
WLRQV�ZKLFK�DUH�ERWK�IHZHU� LQ�QXPEHU�DQG�EURDGHU� LQ�VFRSH�WKDQ�WKH�DVVRFLDWLRQV�WKH\�DUH�RU�
JDQL]LQJ��$W�WKH�QH[W�OHYHO��WKHUH�LV�D�VWLOO�VPDOOHU�QXPEHU�RI�VWLOO�EURDGHU�KLJKHU�RUGHU�DVVRFLD�
WLRQV� FRPELQLQJ� DQG� FRRUGLQDWLQJ� WKH� DVVRFLDWLRQV� DW� WKH� ORZHU� OHYHO�� DQG� WKLV� LQWHU�
DVVRFLDWLRQDO� LQWHUHVW�DJJUHJDWLRQ�DQG�FRRUGLQDWLRQ�FRQWLQXHV�XQWLO��DW�WKH�WRS�RI�WKH�S\UDPLG�
RQO\�RQH�HQFRPSDVVLQJ�DVVRFLDWLRQ�RI�DVVRFLDWLRQV�LV�OHIW��7KH�SRLQW�DERXW�D�V\VWHP�OLNH�WKLV�LV
WKDW�LW�UHVSRQGV�WR�ERWK�WKH�/RJLF�RI�0HPEHUVKLS�DQG�WKH�/RJLF�RI�,QIOXHQFH�DW�WKH�VDPH�WLPH
DQG��DW�OHDVW�SRVVLEO\��WR�WKH�VDPH�H[WHQW��ZKLOH�LWV�ERWWRP�VWUXFWXUH�DFFRPPRGDWHV�WKH�IRUPHU�
LWV�VWUXFWXUH�DW�WKH�WRS�VDWLVILHV�WKH�LPSHUDWLYHV�LPSRVHG�E\�WKH�ODWWHU��7KH�JDS�EHWZHHQ�WKH�WZR
/RJLFV�LV�EULGJHG�E\�D�FKDLQ�RI�KLHUDUFKLFDO�LQWHU�RUJDQL]DWLRQDO�UHODWLRQVKLSV��ZKLFK�SHUPLWV�D
VWHSZLVH�WUDQVIRUPDWLRQ�RI�PRUH�VSHFLDO�LQWR�PRUH�JHQHUDO�LQWHUHVWV�DQG�JLYHV�VSHFLDO�LQWHUHVWV
DQ�RSSRUWXQLW\�WR�H[SUHVV�WKHPVHOYHV�VHSDUDWHO\�LQVLGH�DQ�HQFRPSDVVLQJ�VWUXFWXUH�UHSUHVHQWLQJ
DQG�HPEUDFLQJ�WKH�JHQHUDO�LQWHUHVWV�RI�DOO�SDUWLFLSDQWV��,Q�WKLV�VHQVH��D�PXOWL�OHYHO�DVVRFLDWLRQDO
S\UDPLG�LV�PLGZD\�EHWZHHQ�LQFRUSRUDWLRQ�RI�DOO�VSHFLDO�LQWHUHVWV�LQ�RQH�HQFRPSDVVLQJ�DVVRFLD�
WLRQ��UHVSRQGLQJ�WR�WKH�§/RJLF�RI�,QIOXHQFH¨��DQG�YROXQWDU\�RUJDQL]DWLRQ�LQ�D�ODUJH�QXPEHU�RI
VPDOO�� IUDJPHQWHG�� XQFRRUGLQDWHG� VHFWLRQDO� DVVRFLDWLRQV� �LQ� OLQH�ZLWK� WKH� §/RJLF� RI�0HPEHU�
VKLS¨��

6LPLODU�FURVV�SUHVVXUHV�DUH�H[HUWHG�E\�WKH�WZR�/RJLFV�ZLWK�UHJDUG�WR�DQ�DVVRFLDWLRQªV�GHJUHH�RI
RUJDQL]DWLRQDO�DXWRQRP\��8QGHU�WKH�LPSHUDWLYHV�RI�WKH�/RJLF�RI�0HPEHUVKLS��WKH�RQO\�UHVRXU�
FHV�DVVRFLDWLRQV�UHFHLYH�FRPH�IURP�WKHLU�PHPEHUV��DQG�WKH�YDOXH�DVVRFLDWLRQV�FDQ�DGG�WR�ZKDW
WKHLU�PHPEHUV� KDYH� FRQWULEXWHG� WR� WKHP� LV� IXQGDPHQWDOO\� OLPLWHG�� 7KXV� HIIHFWLYH� §SOXUDOLVW¨
UHSUHVHQWDWLRQ� GHSHQGV� RQ� WKH�PHPEHUV� WKHPVHOYHV� H[HUFLVLQJ� SUHVVXUH�� DQG� LW� SUHVXSSRVHV
GLUHFW� LQIRUPDO� LQWHUDFWLRQ� EHWZHHQ�PHPEHUV�� )XUWKHUPRUH�� XQGHU� WKH� /RJLF� RI�0HPEHUVKLS�
FRPSHWLWLRQ�EHWZHHQ�DVVRFLDWLRQV�IRU�PHPEHUV�QRW�RQO\�LQFUHDVHV�WKH�SRZHU�RI�WKH�ODWWHU�RYHU
WKH� IRUPHU�EXW� DOVR�SXWV�QDUURZ� OLPLWV� WR� WKH�SULFH� DVVRFLDWLRQV� FDQ� FKDUJH� IRU� WKHLU� VHUYLFHV�
6WDEOH�DQG�JHQHUDOL]HG�SROLWLFDO� LQIOXHQFH��RQ� WKH�RWKHU�KDQG��PD\�� DQG�XVXDOO\�GRHV�� UHTXLUH
RUJDQL]DWLRQDO�FRQWLQXLW\��D�FDSDFLW\�IRU�ORQJ�WHUP�SODQQLQJ��DQG�WKH�DELOLW\�WR�GLVDSSRLQW�DQG
GLVFLSOLQH�WKH�PHPEHUV�LQ�VSHFLILF�FDVHV�
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7KH�VWDWH��IRU�LWV�SDUW��PD\�EH�SUHSDUHG�WR�OHQG�LWV�DVVLVWDQFH�LQ�WKH�GHYHORSPHQW�RI�VXFK�RUJDQ�
L]DWLRQDO� SURSHUWLHV� LI� LW� KDV� UHDVRQV� WR� H[SHFW� WKDW� VWUDWHJLF� DXWRQRP\� �RI� EURDG�� LQFOXVLYH�
PRQRSROLVWLF� DVVRFLDWLRQV�� ZLOO� EH� DFFRPSDQLHG� E\� VWUDWHJLF� UHVSRQVLELOLW\� DQG� §UHDVRQDEOH�
QHVV¨��$JDLQ��DVVRFLDWLRQV�LQFOXGLQJ�%,$V�DUH�FDXJKW�EHWZHHQ�FRQWUDGLFWRU\�IRUFHV�DQG�KDYH�D
FKRLFH�EHWZHHQ�HLWKHU�RSWLQJ�IRU�RQH�RI�WKHP�RU�WU\LQJ�WR�VWULNH�D�EDODQFH�EHWZHHQ�WKHP��6RPH
RI�WKH�UHODWLRQVKLSV�EHWZHHQ�WKH�/RJLFV�RI�0HPEHUVKLS�DQG�,QIOXHQFH�RQ�WKH�RQH�KDQG�DQG�RU�
JDQL]DWLRQDO� UHVRXUFHV�DQG�VWUDWHJLHV�RQ� WKH�RWKHU�DUH� VXPPDUL]HG� LQ�)LJXUH� ,9��PRUH�GHWDLOV
ZLOO�EH�LQWURGXFHG�IXUWKHU�GRZQ�

*HQHUDOO\�VSHDNLQJ��RXU�HPSKDVLV�RQ�WKH�/RJLFV�RI�0HPEHUVKLS�DQG�,QIOXHQFH�UHIOHFWV�WKH�RE�
VHUYDWLRQ� WKDW�%,$V� �LQGHHG��PRVW� LQWHUHVW� DVVRFLDWLRQV�� DUH�KLJKO\� §DUWLIDFWXDO¨� VRFLDO� LQVWLWX�
WLRQV�ZKRVH�SHUIRUPDQFH�LV�GLIILFXOW�WR�DVVHVV�DQG��KHQFH��WR�MXVWLI\�RQ�SXUHO\�HFRQRPLF�WHUPV�
ZKRVH�SURGXFWV�DUH�GLIILFXOW� WR�SULYDWL]H�DQG��KHQFH��DFFHVVLEOH� WR�DSSURSULDWLRQ�E\�RXWVLGHUV�
DQG� ZKRVH� YHU\� SUHVHQFH� LV� GLIILFXOW� WR� VXVWDLQ� DQG�� KHQFH�� YXOQHUDEOH� WR� FLUFXPYHQWLRQ� E\
VWUDWHJLFDOO\�PLQGHG�� RSSRUWXQLVWLF� PHPEHUV� DQG� VWDWH� DXWKRULWLHV�� $V� D� FRQVHTXHQFH�� %,$V
VKRXOG�KDYH�D�PRUH�VHULRXV�DQG�SHUVLVWHQW�SUREOHP�LQ�H[WUDFWLQJ�VXIILFLHQW�UHVRXUFHV�WR�HQVXUH
WKHLU�VXUYLYDO�DQG�JURZWK�WKDQ��VD\��D�ILUP�SURGXFLQJ�D�SULYDWHO\�DSSURSULDEOH�JRRG��RU�D�JRY�
HUQPHQW� RIIHULQJ� WKH� KLVWRULFDOO\� DFTXLUHG� DQG� OHJLWLPDWHG�PRQRSROLVWLF� VHUYLFH� RI� SURYLGLQJ
RUGHU�DQG�H[HUFLVLQJ�FRHUFLRQ��$OO�VRFLDO�RUJDQL]DWLRQV�PXVW��RI�FRXUVH��RIIHU�WR�WKHLU�§HQYLURQ�
PHQW¨�LQGXFHPHQWV�ZKLFK�H[FHHG�WKH�FRQWULEXWLRQV�WKH\�DSSURSULDWH����EXW�IRU�%,$V��DQG�RWKHU
LQWHUHVW�LQWHUPHGLDULHV��WKLV�VHHPV�D�SDUWLFXODUO\�FUXFLDO�SUREOHP�

7KLV�LV�QRW�WR�VD\�WKDW�WKH�/RJLFV�RI�0HPEHUVKLS�DQG�,QIOXHQFH�ZLOO�DOZD\V�SUHGRPLQDWH�LQ�WKH
GHWHUPLQDWLRQ� RI� RUJDQL]DWLRQDO� SURSHUWLHV�� ,I� %,$V�PDQDJH� WR� VHFXUH� IRU� WKHPVHOYHV� D� VWDEOH
VXSSO\�RI� UHVRXUFHV� WKURXJK� WKH� DWWUDFWLYHQHVV� RI� WKHLU�SURGXFWV�� WKH� LQGLVSHQVDELOLW\� RI� WKHLU
VHUYLFHV�RU� WKH�XQDYRLGDEOHQHVV�RI� WKHLU� LQWHUPHGLDWLRQ�EHWZHHQ�SULYDWH�PHPEHUV�DQG�SXEOLF
DXWKRULWLHV��RU�RWKHU�SULYDWH�LQWHUORFXWRUV���WKHQ�WKH\�FDQ�SHUKDSV�EHVW�EH�DQDO\]HG�DV�RUJDQL]D�
WLRQV�LQ�WHUPV�RI�WKHLU��PRUH�LQZDUGO\�UHJDUGLQJ��/RJLFV�RI�*RDO�)RUPDWLRQ�DQG�3ROLF\�,PSOH�
PHQWDWLRQ��,Q�VXFK�D�FDVH��WKH\�ZLOO�KDYH�EHFRPH�HVWDEOLVKHG�TXDVL�ILUPV�RU�TXDVL�JRYHUQPHQWV
XQDIIHFWHG�E\�SUREOHPV�RI�UHVRXUFH�H[WUDFWLRQ�

6HFRQGO\��ZH�KDYH�SRLQWHG�WR�WKH�IDFW�WKDW�%,$V�GR�QRW�PHUHO\�H[WUDFW�UHVRXUFHV�IURP��DQG�RIIHU
LQGXFHPHQWV� WR�� WKHLU�PHPEHUV� DV� D� ILUP�GRHV� LQ� DWWUDFWLQJ� FOLHQWV� WR� EX\� LWV� SURGXFWV�� 7KHLU
VWDWXV�DV�LQWHUPHGLDULHV�PHDQV�WKDW�WKH\�PD\��DQG�XVXDOO\�GR��UHFHLYH��LQGHHG��GHSHQG�XSRQ�
UHVRXUFHV��H�J��ULJKWV��VXEVLGLHV��IDFLOLWDWLRQV��HQFRXUDJHPHQWV��IURP�WKRVH�ZKR�DUH�LQ�D�SRVLWLRQ
WR�UHVSRQG�WR�WKHLU�GHPDQGV��L�H��SXEOLF�DXWKRULWLHV�DQG�SULYDWH�§VRFLDO�SDUWQHUV¨��DQG�PXVW�LQ
WXUQ�RIIHU�WR�WKHVH�LQWHUORFXWRUV�VRPH�LQGXFHPHQWV�ZKLFK�ZLOO�PDNH�WKH�H[FKDQJH�ERWK�DWWUDF�
WLYH�DQG�YLDEOH��7KLV�SUHVXPHV�WKDW�%,$V��WKHLU�PHPEHUV�DQG�WKHLU�LQWHUORFXWRUV�DUH�LQYROYHG�LQ
D�YROXQWDULVWLF��PXWXDOO\�RU� UHFLSURFDOO\�DGYDQWDJHRXV�H[FKDQJH�UHODWLRQVKLS��2QFH��KRZHYHU�
HOHPHQWV�RI�DV\PPHWULF�GHSHQGHQFH��RI�PRQRSRO\��RI�LQYROXQWDU\�FRQWULEXWLRQ��RI�OHJDO�REOLJD�
WLRQ�DQG�RI�SRWHQWLDO�FRHUFLRQ�FUHHS�LQWR�WKH�DUUDQJHPHQW�VXVWDLQLQJ�D�JLYHQ�%,$��WKH�§UHVRXUFH
GHSHQGHQF\¨�PRGHO�EHFRPHV�OHVV�DSSOLFDEOH��)RUPV�RI�§SRZHU�GHSHQGHQF\¨�PD\�HPHUJH�ERWK
LQ� WKH� UHODWLRQ� RI� %,$V�ZLWK� WKHLU�PHPEHUV� DQG� LQ� WKHLU� UHODWLRQ�ZLWK� SXEOLF� DXWKRULWLHV� �IRU
H[DPSOH��ZKHQ�DXWKRULW\�LV�GHYROYHG�XSRQ�WKHP�WR�PDNH�ELQGLQJ��HQIRUFHDEOH�GHFLVLRQV���2QH
ZD\�RI�H[SUHVVLQJ�WKLV�WUDQVIRUPDWLRQ�LV�WR�GHVFULEH�WKH�VLWXDWLRQ�DV�RQH�LQ�ZKLFK�WKH�/RJLF�RI
,QIOXHQFH��SUHYLRXVO\�VXERUGLQDWH�WR��DQG�FRQWLQJHQW�XSRQ��WKH�ORJLF�RI�DWWUDFWLQJ��UHWDLQLQJ�DQG

�������������������������������������������������������
�� (YHQ�JRYHUQPHQWV�RU�VWDWHV�ZKLFK�IDLO�WR�SURYLGH�RUGHU�RU�DUH�LQHIILFLHQW�LQ�WKHLU�XVH�RI�FRHUFLRQ�PD\

HYHQWXDOO\�EH�RYHUWXUQHG�RU�RYHUZKHOPHG�
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Figure IV The Logics of Membership and Influence in Relation to BIA Organizational Properties
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H[WUDFWLQJ� UHVRXUFHV� IURP�PHPEHUV�� RU� VRPHKRZ� MX[WDSRVHG� WR� LW� LQ� WKH� -DQXV�OLNH� VLWXDWLRQ
VXJJHVWHG�DERYH��6HFWLRQ�����EHFRPHV�SUHGRPLQDQW�DQG�%,$V�FDQ�UHVROYH�WKHLU�UHVRXUFH�H[WUDF�
WLRQ�SUREOHPV�E\�GH�IDFWR�RU�GH�MXUH�FRPSXOVRU\�PHPEHUVKLS�DQG�FRPSOLDQFH��DQG�E\�VWDWH�VXE�
VLGL]DWLRQ�DQG� OLFHQVHG�JRYHUQDQFH�� ,Q� WKH�H[WUHPH�FDVH��%,$V�DJDLQ�EHFRPH�VR�VDIHO\� LQVWLWX�
WLRQDOL]HG� DV� LQWHUPHGLDULHV� WKDW� WKH\� DUH� QR� ORQJHU� UHVRXUFH� RU� SRZHU� YXOQHUDEOH�� DQG� FDQ
WKHUHIRUH�GHYHORS�RUJDQL]DWLRQDO�SURSHUWLHV�GHWHUPLQHG�DOPRVW�H[FOXVLYHO\�E\�WKH�LPSHUDWLYHV
RI�JRDO�IRUPDWLRQ�DQG�SROLF\�LPSOHPHQWDWLRQ�LQ�D�VRUW�RI�PRGHUQ�UHYLVHG�YHUVLRQ�RI�WKH�0LFKHO�
VLDQ�§,URQ�/DZ�RI�2OLJDUFK\¨��,Q�WKLV�FDVH��KRZHYHU��WKH�RXWFRPH�HQVXHV�QRW�IURP�D�FRQWLQXRXV
DQG�FRQVFLRXV��JRDO�GLVWRUWLYH�PDQLSXODWLRQ�RI�PHPEHUV�E\�OHDGHUV�LQ�SRZHU��EXW�IURP�WKH�DV�
VRFLDWLRQªV� OLEHUDWLRQ� IURP� LWV� §LQWHUPHGLDU\¨� GHSHQGHQF\� RQ� ERWK�PHPEHUV� DQG� DXWKRULWLHV�
%,$V� LQ� VXFK� HVWDEOLVKHG� FRUSRUDWLVW� DUUDQJHPHQWV� EHFRPH�� LQ� HIIHFW� LI� QRW� LQ� QDPH�� LQWHUHVW
JRYHUQPHQWV�PRUH�WKDQ�LQWHUHVW�DVVRFLDWLRQV���

7KH�QH[W�SDUW�RI�WKLV�SDSHU�ZLOO�DWWHPSW�WR�SXW�LQWR�SHUVSHFWLYH�WKH�IRXU�NLQGV�RI�IRUPDO�RUJDQ�
L]DWLRQDO� SURSHUWLHV� ¥� 'RPDLQV�� 6WUXFWXUHV�� 5HVRXUFHV�� 2XWSXWV� ¥� WKDW� ZH� KDYH� LGHQWLILHG� DV
SDUWLFXODUO\�VDOLHQW��)ROORZLQJ�WKLV��HDFK�RI�WKH�IRXU�WKHPHV�ZLOO�EH�GLVFXVVHG�LQ�JUHDWHU�GHWDLO�

����� 'RPDLQV��6WUXFWXUHV

%XVLQHVV�LQWHUHVWV�LQ�GHYHORSHG�FDSLWDOLVW�VRFLHWLHV�DUH�RUJDQL]HG�LQ�D�JUHDW�QXPEHU�DQG�YDULHW\
RI�DVVRFLDWLRQV�WKDW�DUH�OLQNHG�WRJHWKHU�LQ�KLJKO\�FRPSOH[�SDWWHUQV�RI�LQWHU�RUJDQL]DWLRQDO�UHOD�
WLRQV��:KLOH� RQH� FRXOG� VSHFXODWLYHO\� FRQFHLYH� RI� D� VLQJOH� DOO�HQFRPSDVVLQJ� DVVRFLDWLRQ� UHSUH�
VHQWLQJ� WKH� WRWDOLW\� RI� DOO� EXVLQHVV� LQWHUHVWV� LQ� D� FRXQWU\�� LQ� UHDOLW\� WKHUH� KDYH� DOZD\V� EHHQ� D
PXOWLWXGH�RI�EXVLQHVV�DVVRFLDWLRQV�ZKRVH�'RPDLQV�ZHUH�PXFK�PRUH�QDUURZO\�GHILQHG��2UJDQ�
L]DWLRQDO�GRPDLQV�RI�EXVLQHVV�LQWHUHVW�DVVRFLDWLRQV�DUH�GHPDUFDWHG�DORQJ�D�QXPEHU�RI�SDUDPH�
WHUV�ZKLFK�FRUUHVSRQG�WR�SHUFHSWLRQV�RI�VSHFLDO�LQWHUHVWV�ZLWKLQ�WKH�JHQHUDO�LQWHUHVW�RI�EXVLQHVV
DV�D�FODVV��7KH�VHOHFWLRQ�DQG�GHPDUFDWLRQ�RI� VSHFLDOL]HG�GRPDLQV� UHSUHVHQWV�D�EDVLF�RUJDQL]D�
WLRQDO�UHVSRQVH�WR�SHUFHLYHG�LQWHUQDO�GLYLVLRQV�ZLWKLQ�D�§EXVLQHVV�FRPPXQLW\¨�DQG�GHILQHV�WKH
FRQGLWLRQV� XQGHU�ZKLFK� GLYHUVH� LQWHUHVWV� DUH� SURFHVVHG� DQG� WUDQVODWHG� LQWR� FRPPRQ� RUJDQL�
]DWLRQDO�REMHFWLYHV��7KLV�H[SODLQV�ZK\�WKH�QDWXUH�RI�DVVRFLDWLRQDO�ERXQGDULHV�¥�WKH�GHPDUFDWLRQ
RI�LQWHUHVW�GRPDLQV�RI�EXVLQHVV�DVVRFLDWLRQV�QR�OHVV�WKDQ�RI�WUDGH�XQLRQV�¥�PD\�EHFRPH�D�PDWWHU
QRW�RQO\�RI�SULYDWH�FKRLFH��EXW�DOVR�RI�SXEOLF�FRQFHUQ��)UHTXHQWO\��WKH�VWDWH�DWWHPSWV�WR�FKDQQHO
WKH�DUWLFXODWLRQ�RI� LQWHUHVWV� LQWR�D�SDUWLFXODU�GLUHFWLRQ�E\�PDNLQJ�DVVRFLDWLRQDO�GRPDLQV�PRUH
LQFOXVLYH�WKDQ�WKH\�ZRXOG�EH�LI�WKHLU�GHPDUFDWLRQ�ZHUH�OHIW�VROHO\�WR�WKH�FKRLFHV�DQG�G\QDPLFV
RI�YROXQWDU\�SROLWLFDO�DFWLRQ��$V�KDV�EHHQ�DUJXHG�DERYH��WKH�YHU\�IDFW�WKDW�IRUPDO�RUJDQL]DWLRQDO
SURSHUWLHV�PD\�EHFRPH�WKH�WDUJHW�RI�VXFK�VWUDWHJLHV�RI�SROLWLFDO�GHVLJQ�WHVWLILHV�WR�WKHLU�LPSRU�
WDQFH�LQ�WKH�GHILQLWLRQ�DQG�WUDQVIRUPDWLRQ�RI�VRFLDO�LQWHUHVWV�

7KH�GHPDUFDWLRQ�RI�VSHFLDOL]HG�DVVRFLDWLRQDO�GRPDLQV�JLYHV�ULVH�WR�GLIIHUHQWLDWLRQ�EHWZHHQ�DV�
VRFLDWLRQV�UHSUHVHQWLQJ�VLPLODU� LQWHUHVWV�URRWHG�LQ�WKH�VDPH�VRFLDO�EDVH��7KH�PRUH�DVVRFLDWLRQV
VSHFLDOL]H��DQG�WKH�QDUURZHU�WKH�UDQJH�RI�LQWHUHVWV�WKDW�HDFK�UHSUHVHQWV��WKH�KLJKHU��HYHU\WKLQJ
HOVH�EHLQJ�HTXDO�� WKH�WRWDO�QXPEHU�RI�DVVRFLDWLRQV��7R�WKH�H[WHQW� WKDW� WKH�UHSUHVHQWDWLRQ�RI� WKH

�������������������������������������������������������
�� :H�ZLOO�QRW�H[SORUH�IRU�UHDVRQV�RI�VSDFH�WKH�LQYHUVH�§OLEHUDO¨�RU�§SOXUDOLVW¨�WUDQVIRUPDWLRQ�ZKHUHE\

%,$V�� LQLWLDOO\� UHVRXUFH� DQG� SRZHU� GHSHQGHQW�� EHFRPH� LQFUHDVLQJO\� LQGHSHQGHQW� RI� VXFK� HQYLURQ�
PHQWDO�FRQVWUDLQWV�E\�EHFRPLQJ�PRQRSROLVWLF�LQWHUHVW�ILUPV�VHOOLQJ�QRW�FRPSOLDQFH�WR�DXWKRULWLHV�EXW
XQLTXH�VHOHFWLYH�JRRGV�WR�WKHLU�PHPEHUV��$OWKRXJK�WKH\�DUH�QRW��DQG�ZHUH�QRW��%,$V��WKH�QDWXUH�DQG
UROH�RI�QDWLRQDO�DXWRPRELOH�FOXEV��H�J��$'$&�RU�7&6��RIIHUV�D�JRRG�LOOXVWUDWLRQ�RI�ZKDW�ZH�DUH�WDONLQJ
DERXW�
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LQWHUHVWV�RI�D�SDUWLFXODU�FDWHJRU\�RI�EXVLQHVV� LV�GLYLGHG�DPRQJ�GLIIHUHQW�DVVRFLDWLRQV��RQH�FDQ
VSHDN� RI� DQ� §DVVRFLDWLRQDO� V\VWHP¨� FRQVLVWLQJ� RI� DOO� DVVRFLDWLRQV� UHSUHVHQWLQJ� WKH� LQWHUHVWV� RI
WKDW�FDWHJRU\��DQG�RI�WKHLU�SDWWHUQV�RI�LQWHUDFWLRQ��$VVRFLDWLRQDO�V\VWHPV�PD\�YDU\�LQ�WHUPV�RI
WKHLU�GHJUHH�DQG�WKHLU�SDWWHUQ�RI�GLIIHUHQWLDWLRQ��DV�ZHOO�DV�LQ�WKH�ZD\�WKHLU�PHPEHU�DVVRFLDWLRQV
DUH�UHODWHG�WR�HDFK�RWKHU��,QWHU�DVVRFLDWLRQDO�GLIIHUHQWLDWLRQ�PD\�EH�ZHDN�RU�VWURQJ��PD\�IROORZ
GLIIHUHQW�OLQHV��DQG�PD\�RU�PD\�QRW�EH�DFFRPSDQLHG�E\�RYHUODSV�EHWZHHQ�GRPDLQV�DQG�FRPSH�
WLWLRQ�EHWZHHQ�DVVRFLDWLRQV��5HODWLRQV�EHWZHHQ�DVVRFLDWLRQV�PD\�GLIIHU�LQ�LQWHQVLW\�DQG�PD\�EH
RUJDQL]HG� ERWK� KRUL]RQWDOO\� DQG� KLHUDUFKLFDOO\�� $OWKRXJK� DVVRFLDWLRQDO� V\VWHPV� UHSUHVHQWLQJ
EXVLQHVV�LQWHUHVWV�DUH�W\SLFDOO\�KLJKO\�GLIIHUHQWLDWHG��YDULHG�DQG�FRPSOH[��WKHUH�LV�XVXDOO\�OLWWOH
LI�DQ\�FRPSHWLWLRQ�RU�FRQIOLFW�EHWZHHQ�LQGLYLGXDO�DVVRFLDWLRQV��%XVLQHVV�LQWHUHVWV�VHHP�WR�KDYH�D
KLJKHU� FDSDFLW\� WKDQ�RWKHU� VRFLDO� FDWHJRULHV� WR� FRRUGLQDWH� WKHLU� FROOHFWLYH� DFWLYLWLHV�� WR� DFFRP�
PRGDWH�LQWHUQDO�GLIIHUHQFHV�WKURXJK�RUJDQL]DWLRQDO�DQG�LQWHU�RUJDQL]DWLRQDO�DUUDQJHPHQWV��DQG
WR�HVWDEOLVK�FRPSOHPHQWDULW\�EHWZHHQ�DVVRFLDWLRQV�UHSUHVHQWLQJ�GLIIHUHQW�DVSHFWV�RI�RQH�FROOHF�
WLYH� LQWHUHVW��7KH�PHFKDQLVPV�E\�ZKLFK� WKLV� LV�DFKLHYHG�DUH�DW� WKH�FHQWHU�RI� WKH�GLVFXVVLRQ�RI
RXU�VHFRQG�FDWHJRU\�RI�RUJDQL]DWLRQDO�SURSHUWLHV��WKH�6WUXFWXUHV�RI�DVVRFLDWLRQV�DQG�LQWHU�DVVRFL�
DWLRQDO�V\VWHPV�

,QWHUQDO�GLIIHUHQWLDWLRQ�PD\�RFFXU�QRW�RQO\�LQ�DVVRFLDWLRQDO�V\VWHPV�EXW�DOVR�LQ�LQGLYLGXDO�DVVR�
FLDWLRQV��7R� IDFLOLWDWH� WKH�RUJDQL]DWLRQDO�SURFHVVLQJ�RI� FOHDYDJHV�DPRQJ� LWV�PHPEHUV��DQ�DVVR�
FLDWLRQ�PD\�GLYLGH� LWV�GRPDLQ� LQWR� VXEGRPDLQV�DQG� VHW�XS� LQWHUQDO� VXEGLYLVLRQV�DQG�GHSDUW�
PHQWV� FRUUHVSRQGLQJ� WR� WKH� LQWHUHVWV� RI� GLIIHUHQW� PHPEHU� JURXSV�� $VVRFLDWLRQV� GLIIHU� ZLWK
UHJDUG� WR� WKH�GHJUHH�RI� DXWRQRP\� WKH\�JUDQW� WR� WKHLU� VXERUJDQL]DWLRQV�� DQG� WR� WKH� UROH� WKHVH
SOD\�LQ�WKH�IRUPXODWLRQ�RI�DVVRFLDWLRQDO�SROLFLHV��,Q�DQ�DVVRFLDWLRQ�ZLWK�D�FRQIHGHUDO�VWUXFWXUH�
VXERUJDQL]DWLRQV�PD\�HQMR\�DV�PXFK�RU� HYHQ�PRUH�DXWRQRP\�DV� IRUPDOO\� LQGHSHQGHQW� DVVR�
FLDWLRQV�EHORQJLQJ�WR�D�FRPPRQ�KLJKHU�RUGHU�DVVRFLDWLRQ��,Q�IDFW��LQWHU��DQG�LQWUD�RUJDQL]DWLRQDO
GLIIHUHQWLDWLRQ�UHSUHVHQW�IXQFWLRQDO�DOWHUQDWLYHV�LQ�WKH�LQWHJUDWLRQ�RI�SDUWO\�FRQIOLFWLQJ�LQWHUHVWV
LQWR�FROOHFWLYH�DFWLRQ��VR�WKDW�JURXSV�LQ�SULQFLSOH�KDYH�D�FKRLFH�EHWZHHQ�EHLQJ�UHSUHVHQWHG�E\�D
VLQJOH� ODUJH�� LQWHUQDOO\�GLIIHUHQWLDWHG�RUJDQL]DWLRQ�RU�E\�D�QXPEHU�RI�VSHFLDOL]HG�DQG�SHUKDSV
§IHGHUDWHG¨�RUJDQL]DWLRQV�

$�FHQWUDO�SUREOHP�LQ�WKH�GHVLJQ�RI�DVVRFLDWLRQDO�VWUXFWXUHV�LV�WKH�PDQDJHPHQW�RI�LQWHUQDO�LQWHUHVW
GLYHUVLW\�� 7KH� QHHG� IRU� LQWHUQDOO\� GLIIHUHQWLDWHG� �V\VWHPV� RI�� LQWHUHVW� DVVRFLDWLRQV� UHVXOWV� IURP
WKH�H[LVWHQFH�RI�FOHDYDJHV�EHWZHHQ�LQWHUHVWV�LQ�WKHLU�FODVV��VHFWRUDO��EUDQFK�RU�SURGXFW�FRQVWLWX�
HQF\��+RZ�PXFK�LQWHUQDO�GLIIHUHQWLDWLRQ�DVVRFLDWLRQV�KDYH�WR�DGPLW�GHSHQGV�RQ�WKH�LQWHQVLW\�RI
VXFK� FOHDYDJHV� DQG� RQ� WKH� SRZHU� DYDLODEOH� WR� DVVRFLDWLRQV� WR� HQIRUFH� ELQGLQJ� GHFLVLRQV� RQ� D
KHWHURJHQHRXV�PHPEHUVKLS��)URP�WKH�SHUVSHFWLYH�RI�DQ�DVVRFLDWLRQ��LQFOXVLYHQHVV�LQFUHDVHV�LQ�
WHUQDO�KHWHURJHQHLW\�DQG�PDNHV�WKH�GHILQLWLRQ�RI�D�FRPPRQ�LQWHUHVW�PRUH�GLIILFXOW��,W�DOVR�FXWV
WKH�DVVRFLDWLRQ�RII� IURP�WKH�PRELOL]DWLRQDO�VXSSRUW�SURYLGHG�E\�LQIRUPDO�JURXS�FRKHVLRQ�DQG
LGHQWLILFDWLRQ�DQG�LQFUHDVHV�WKH�OLNHOLKRRG�RI�D�EUHDN�DZD\�RI�GLVVDWLVILHG�PHPEHU�JURXSV��+R�
PRJHQHLW\�� RQ� WKH� RWKHU� KDQG�� PD\� LQFUHDVH� LQWHUQDO� FRKHVLRQ� DQG� JRYHUQDELOLW\� EXW� PHDQV
VPDOO�VL]H��OLPLWHG�UHVRXUFHV��OLPLWHG�LQWHUQDO�FRQWURO�RYHU�WKH�DJJUHJDWLRQ�RI�GLYHUVH�LQWHUHVWV�
DQG�DQ�H[WHUQDOL]DWLRQ�RI� LQWHUHVW� LQWHUGHSHQGHQFLHV��$V�D�UHVXOW��KRPRJHQHRXV��DQG�WKHUHIRUH
VPDOO��DVVRFLDWLRQV�DUH�OLNHO\�WR�EH�PRUH�GHSHQGHQW�RQ�IRUPDO�FRRUGLQDWLRQ�ZLWK�RWKHU�DVVRFLD�
WLRQV� WKDQ� KHWHURJHQHRXV� DQG� ODUJH� RQHV�� 6LQFH� LQVWLWXWLRQDOL]HG� FRRUGLQDWLRQ� HQWDLOV� FRVWV� LQ
WHUPV� RI� RUJDQL]DWLRQDO� DXWRQRP\�� WKH� SUREOHP� LQWHUHVW� DVVRFLDWLRQV� KDYH� WR� VROYH� LQ� FRSLQJ
ZLWK�LQWHUQDO�GLYHUVLW\�RI�LQWHUHVWV�LV�WR�ILQG�DQ�RSWLPDO�PL[�EHWZHHQ�LQWHUQDO�DQG�H[WHUQDO�FRRUGLQD�
WLRQ�DQG�GLIIHUHQWLDWLRQ�
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7R�PD[LPL]H� DXWRQRP\� DQG� WR� LQWHUQDOL]H� DV�PDQ\� H[WHUQDO� HIIHFWV� DV� SRVVLEOH�� DVVRFLDWLRQV
KDYH�WR� LQWHJUDWH�WKH�PD[LPXP�QXPEHU�RI�FOHDYDJHV�WKH\�FDQ�PDQDJH�ZLWKRXW�EHFRPLQJ�XQ�
JRYHUQDEOH�RU�EUHDNLQJ�DSDUW��7R�FRQWURO�WKH�UHPDLQLQJ�H[WHUQDOLWLHV��WKH\�DW�WKH�VDPH�WLPH�KDYH
WR�HVWDEOLVK�PRUH�RU�OHVV�IRUPDOL]HG�UHODWLRQV�ZLWK�RWKHU�DVVRFLDWLRQV��NHHSLQJ�WKH�VFRSH�RI�VXFK
UHODWLRQV� DV� QDUURZ� DV� SRVVLEOH� LQ� RUGHU� WR� SUHVHUYH� IRU� WKHPVHOYHV� D� PD[LPXP� GHJUHH� RI
DXWRQRP\�� +RZ� PDQ\� DQG� KRZ� LQWHQVH� FOHDYDJHV� DQ� DVVRFLDWLRQ� FDQ� SURFHVV� LQWHUQDOO\
GHSHQGV�� DPRQJ� RWKHU� WKLQJV� RQ� WKH� LQWHQVLW\� RI� LQWHUQDO� DQG� H[WHUQDO� GHPDQGV� IRU� DVVRFLD�
WLRQDO� SROLFLHV� WKDW� DUH� QRQ�WULYLDO� IURP� WKH� SHUVSHFWLYH� RI� WKH� LQWHUHVWV� RI� WKH� PHPEHUV� DQG
ELQGLQJ� RQ� WKH� HQWLUH� PHPEHUVKLS� ¥� WKH� VWURQJHU� VXFK� GHPDQGV�� WKH� QDUURZHU� WKH� UDQJH� RI
PDQDJHDEOH�GLYHUVLW\�� ,W�DOVR�GHSHQGV�RQ�WKH�FDSDFLW\�RI� WKH�DVVRFLDWLRQ�WR�REWDLQ�WKH�FRPSOL�
DQFH�RI� LWV�PHPEHUV��)XUWKHUPRUH��KRZ�PDQ\�H[WHUQDOLWLHV�DQ�DVVRFLDWLRQ�KDV� WR� WDNH� LQWR�DF�
FRXQW�LV�GHWHUPLQHG�E\�WKH�FKDQFHV�IRU�RSSRUWXQLVWLF�EHKDYLRU�RIIHUHG�E\�LWV�HQYLURQPHQW��,Q�DOO
WKHVH�UHVSHFWV��WKH�FRQGLWLRQV�RI�SROLWLFDO�LQIOXHQFH�DQG�WKH�VWUXFWXUH�RI�WKH�VWDWH�LQ�JHQHUDO�DUH
DQ� LPSRUWDQW� IDFWRU�� DQG� LW� LV�SUHFLVHO\�E\� VWUHQJWKHQLQJ� WKH�SRZHU�RI� DVVRFLDWLRQV�RYHU� WKHLU
PHPEHUV�¥�H�J���E\�PRUH�RU�OHVV�WDFLWO\�VXSSRUWLQJ�PRQRSROLHV�RI�UHSUHVHQWDWLRQ�¥�DQG�E\�OLP�
LWLQJ� WKH� FKDQFHV� IRU� RSSRUWXQLVP� WKDW� VWDWHV� FDQ� FKDQJH� WKH� GHVLJQ� RI� LQWHUHVW� DVVRFLDWLRQDO
V\VWHPV�LQ�WKH�GLUHFWLRQ�RI�JUHDWHU�FRPSUHKHQVLYHQHVV�DQG�XQLWDULQHVV�

7KH� WKLUG� JHQHUDO� WKHPH� RI� RXU� GLVFXVVLRQ� RI� RUJDQL]DWLRQDO� SURSHUWLHV� LV�5HVRXUFHV��:KHUHDV
RXU�SUHYLRXV�WRSLFV�ZHUH�FRQFHUQHG�ZLWK�WKH�GHPDUFDWLRQ�RI�DVVRFLDWLRQDO�ERXQGDULHV�� WKH� LQ�
WHUQDO�GLIIHUHQWLDWLRQ�RI�DVVRFLDWLRQDO�VWUXFWXUHV��DQG�WKH�GHVLJQ�RI� LQWHU�DVVRFLDWLRQDO�V\VWHPV�
ZH�QRZ�WXUQ�WR�WKH�PDWHULDO�UHSURGXFWLRQ�RI�WKH�DVVRFLDWLRQV�WKXV�HVWDEOLVKHG��)RUPDO�RUJDQL�
]DWLRQV� DUH� GLVWLQJXLVKHG� IURP� LQIRUPDO� JURXSV� E\� WKHLU� HQGRZPHQW�ZLWK� UHVRXUFHV� WKDW� DUH
WKHLU�SURSHUW\�UDWKHU�WKDQ�WKDW�RI�WKHLU�PHPEHUV��,QWHUHVW�DVVRFLDWLRQV��OLNH�RUJDQL]DWLRQV�LQ�JHQ�
HUDO��FDQ�EH�FRQFHLYHG�RI�DV�VRFLDO�V\VWHPV�H[WUDFWLQJ�UHVRXUFHV�IURP�WKHLU�HQYLURQPHQWV�¥�FOL�
HQWV��PHPEHUV��RWKHU�LQWHUPHGLDU\�DVVRFLDWLRQV��WKH�VWDWH�¥�WKURXJK�PXWXDO�H[FKDQJH��$VVRFLD�
WLRQV�FDQ�H[WUDFW�UHVRXUFHV�IURP�DQ\�RI�WKHLU�HQYLURQPHQWV�WR�WKH�H[WHQW�WKDW�WKH\�KDYH�RWKHU�UH�
VRXUFHV� WR�RIIHU� LQ� UHWXUQ��2UJDQL]DWLRQDO� VXFFHVV�RI� LQWHUHVW�DVVRFLDWLRQV�FDQ�EH�RSHUDWLRQDOO\
GHILQHG�LQ�WHUPV�RI�DQ�DVVRFLDWLRQªV�DELOLW\�WR�HVWDEOLVK�EDODQFHG�DQG�FRQWLQXRXV�H[FKDQJH�UHOD�
WLRQVKLSV�ZLWK�D�QXPEHU�RI�§WDVN�HQYLURQPHQWV¨��XVLQJ� WKH� UHVRXUFHV�H[WUDFWHG� IURP� WKHP� WR
SURGXFH�RXWSXWV�ZLWK�ZKLFK�WR�FRPSHQVDWH�WKHP�IRU�WKHLU�VXSSRUW�

7KH� ODVW�FDWHJRU\�RI�RUJDQL]DWLRQDO�SURSHUWLHV�ZH�VXJJHVW� IRU�VWXG\� LV� WKH�2XWSXWV� LQWR�ZKLFK
H[WUDFWHG�UHVRXUFHV�DUH�WUDQVIRUPHG��2QH�VXFK�RXWSXW�LQ�ZKLFK�ZH�DUH�SDUWLFXODUO\�LQWHUHVWHG�LV
ZKDW�ZH�FDOO�§JRYHUQDQFH¨��WKH�DVVXPSWLRQ�E\�DQ�DVVRFLDWLRQ�RI�WKH�VWDWXV�RI�§SULYDWH�JRYHUQ�
PHQW¨�ZLWK� WKH� FDSDFLW\� WR� LPSRVH�ELQGLQJ�GHFLVLRQV�RQ� LWV�PHPEHUV��7KH� H[WHUQDO� UHVRXUFHV
IURP�ZKLFK�JRYHUQDQFH� LV�GHULYHG�DUH�GUDZQ� IURP�ERWK� WKH�PHPEHUV�DQG� WKH� VWDWH��/LNH� WKH
RWKHU�RUJDQL]DWLRQDO�SURSHUWLHV�GLVFXVVHG�LQ�WKLV�SDSHU��JRYHUQDQFH�LV�D�FKDUDFWHULVWLF�RI�DQ�DV�
VRFLDWLRQªV� IRUPDO� VWUXFWXUH�� LW� LV� QRW� WR� EH� FRQIXVHG� ZLWK� LQIRUPDO� FROOXVLRQ� RI� PHPEHUV� WR
EULQJ�SUHVVXUH�WR�EHDU�RQ�RWKHUV�ZKR�UHIXVH�WR�FRRSHUDWH��EXW�UDWKHU�UHIHUV�WR�WKH�DELOLW\�RI�WKH
OHDGHUVKLS�RI�DQ�DVVRFLDWLRQ��RU�WKH�DVVRFLDWLRQ�DV�VXFK��WR�PDNH�PHPEHUV�FRPSO\�ZLWK�DVVRFLD�
WLRQ�SROLF\��7KH�PHDQV�DYDLODEOH�WR�DVVRFLDWLRQV�WR�DFKLHYH�WKLV�PD\�GLIIHU�LQ�VWUHQJWK�DQG�HIIHF�
WLYHQHVV�DQG�PD\�EH�OLPLWHG�WR�VSHFLILF�SROLF\�DUHDV��7KH�VWURQJHVW�DQG�WKHRUHWLFDOO\�PRVW�LQWHU�
HVWLQJ�PHFKDQLVPV�RI�JHQHUDWLQJ�DVVRFLDWLRQDO�FRPSOLDQFH�DQG�GLVFLSOLQH�DUH�SRVLWLYH�LQFHQWLYHV
DQG�QHJDWLYH�VDQFWLRQV��,Q�RUGHU�WR�EH�HIIHFWLYH��LQFHQWLYHV�DQG�VDQFWLRQV�KDYH�WR�EH�VR�VXEVWDQ�
WLDO�WKDW�WKH�FRVWV�IRU�DQ�LQGLYLGXDO�PHPEHU�RI�DELGLQJ�E\�DVVRFLDWLRQ�SROLF\�ZLOO�EH�ORZHU�WKDQ
WKH�FRVWV�LQFXUUHG�E\�YLRODWLQJ�LW��1HJDWLYH�VDQFWLRQV�PD\�LQFOXGH�VXVSHQVLRQ�RI�YRWLQJ�ULJKWV�
LPSRVLWLRQ� RI� ILQHV�� WHPSRUDU\� H[FOXVLRQ� IURP� VHUYLFHV�� HWF�� 7KH� XOWLPDWH� QHJDWLYH� VDQFWLRQ
DYDLODEOH�WR�D�IRUPDOO\�RUJDQL]HG�LQWHUHVW�DVVRFLDWLRQ�LV��RI�FRXUVH��H[SXOVLRQ�IURP�PHPEHUVKLS�
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:KHWKHU�RU�QRW�PHPEHUV�FDQ�DFWXDOO\�EH�GLVFLSOLQHG�E\�WKH�WKUHDW�RI�H[SXOVLRQ�GHSHQGV�RQ�KRZ
LPSRUWDQW� LW� LV� IRU� WKHP�WR�EHORQJ� WR� WKH�DVVRFLDWLRQ�� ,W� LV�RQO\� WR� WKH�H[WHQW� WKDW�PHPEHUVKLS
EULQJV�ZLWK� LW� VLJQLILFDQW� DGYDQWDJHV� �HVSHFLDOO\� RQHV� QRW� REWDLQDEOH� IURP� RWKHU� §VXSSOLHUV¨�
WKDW�WKH�WKUHDW�RI�SDUWLDO�RU�WRWDO�ZLWKGUDZDO�RI�WKHP�LQ�UHWDOLDWLRQ�IRU�QRQ�FRRSHUDWLYH�EHKDYLRU
FDQ�EH�DQ�HIIHFWLYH�LQVWUXPHQW�RI�RUJDQL]DWLRQDO�FRQWURO�

$VVRFLDWLRQV�PD\�GHULYH�WKHLU�SRZHU�WR�VDQFWLRQ�WKHLU�PHPEHUV�HLWKHU�IURP�WKH�PHPEHUVKLS�LW�
VHOI�RU� IURP�WKH�VWDWH�� ,Q�ERWK�FDVHV�� WKH�GHYHORSPHQW�RI�JRYHUQDQFH�FDSDFLWLHV�RQ� WKH�SDUW�RI
LQWHUHVW�DVVRFLDWLRQV�KDV�LPSRUWDQW�LPSOLFDWLRQV�IRU�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�VWDWH�DQG�WKH
V\VWHP�RI� RUJDQL]HG� LQWHUHVWV�� 7KH� IRUPDO� DVVXPSWLRQ� E\�SULYDWH� DVVRFLDWLRQV� RI� DXWKRULW\� WR
JRYHUQ� WKHLU�PHPEHUV�PD\� LQWHUIHUH�ZLWK� OHJDO� ULJKWV�RI� LQGLYLGXDOV�XQGHU�D� OLEHUDO� FRQVWLWX�
WLRQ��(YHQ�ZKHUH�VWDWHV�SOD\�QR�DFWLYH�UROH�LQ�WKH�IRUPDWLRQ�RI�D�SULYDWH�JRYHUQPHQW�� WKH\�LQ�
HYLWDEO\�KDYH�WR�FKRRVH�DW�VRPH�SRLQW�EHWZHHQ�VXSSUHVVLQJ�LW�LQ�WKH�QDPH�RI�OLEHUDO�SULQFLSOHV
RU�� LQ�RQH�ZD\�RU�DQRWKHU��UHFRJQL]LQJ�DQG��SHUKDSV��UHJXODWLQJ�DQG�XWLOL]LQJ�LW��)XUWKHUPRUH�
UHJDUGOHVV�RI�KRZ�WKH\�KDYH�DFTXLUHG�LW��DVVRFLDWLRQV�PD\�XVH�WKHLU�FDSDFLW\�WR�JRYHUQ�HLWKHU�LQ
VXSSRUW�RU�LQ�GHILDQFH�RI�SXEOLF�SROLF\��7R�WKH�H[WHQW�WKDW�SULYDWH�JRYHUQDQFH�DIIHFWV�WKH�VXFFHVV
RI�SXEOLF�SROLFLHV��VWDWHV�KDYH�WR�IRUPXODWH�� LI�RQO\�E\�GHIDXOW��DQ�2UGQXQJVSROLWLN�GHILQLQJ�WKH
VWDWXV�RI�SULYDWH�JRYHUQPHQWV�LQ�WKH�SROLWLFDO�V\VWHP��7KXV��DQDO\]LQJ�WKH�JRYHUQDQFH�FDSDFLWLHV
RI� LQWHUHVW�DVVRFLDWLRQV�DJDLQ� UHTXLUHV�SODFLQJ�DVVRFLDWLRQV� LQ� WKH�PLGGOH�EHWZHHQ� WKHLU�PHP�
EHUV�RQ�WKH�RQH�KDQG�DQG�WKH�VWDWH�RQ�WKH�RWKHU��DQG�KLJKOLJKWV�WKH�SHFXOLDU�SRVLWLRQ�RI�LQWHUHVW
DVVRFLDWLRQV�DV�LQWHUPHGLDULHV�EHWZHHQ�WZR�GLIIHUHQW��RIWHQ�FRQWHQWLRXV�DQG�VRPHWLPHV�LQFRP�
SDWLEOH�VRFLDO�V\VWHPV�

��� 'RPDLQV

����� 3DUDPHWHUV

7KH�PRVW�EDVLF�GHFLVLRQ�LQ�WKH�GHVLJQ�RI�DQ�LQWHUHVW�DVVRFLDWLRQ�LV�WR�VHOHFW�IURP�WKH�YDULHW\�RI
H[LVWLQJ�LQWHUHVWV�WKRVH�ZKLFK�WKH�DVVRFLDWLRQ�ZLOO�UHSUHVHQW��DQG�WR�LQVWLWXWLRQDOL]H�D�GLVWLQFWLRQ
EHWZHHQ�WKHVH�DQG�RWKHU�LQWHUHVWV�ZKRVH�UHSUHVHQWDWLRQ�LV�OHIW�WR�RWKHU�DVVRFLDWLRQV��,QWHUHVW�DV�
VRFLDWLRQV�GHILQH�WKH�LQWHUHVWV�WKH\�FKRRVH�WR�LQWHUQDOL]H�E\�IRUPDOO\�GHPDUFDWLQJ�DQ�RUJDQL]D�
WLRQDO� GRPDLQ�� 2UJDQL]DWLRQDO� GRPDLQV� RI� LQWHUHVW� DVVRFLDWLRQV� DUH� GHOLPLWHG�E\� VWUXFWXUDO� DQG
IXQFWLRQDO�SDUDPHWHUV��$�VWUXFWXUDO�SDUDPHWHU�LV�D�VRFLDO�GLVWLQFWLRQ�LGHQWLI\LQJ�VRFLDO�JURXSV�DQG
VHSDUDWLQJ�WKHP�IURP�HDFK�RWKHU����6WUXFWXUDO�SDUDPHWHUV�UHOHYDQW�IRU�LQWHUHVW�DVVRFLDWLRQV�DUH
VRFLDO�GLVWLQFWLRQV�ZKLFK�PD\�FRUUHVSRQG�WR�GLIIHUHQW�LQWHUHVWV��,QWHUHVW�DVVRFLDWLRQV�GHPDUFDWH
WKHLU�GRPDLQV�E\�IRUPDOO\�VSHFLI\LQJ� LQ�WKHLU�FRQVWLWXWLRQ�WKH�FKDUDFWHULVWLFV�RI� WKHLU�SRWHQWLDO
PHPEHUV��LQ�GRLQJ�VR��WKH\�H[FOXGH�IURP�PHPEHUVKLS�DFWRUV�ZKR�GR�QRW�KDYH�VXFK�FKDUDFWHU�
LVWLFV��6WUXFWXUDO�SDUDPHWHUV�VKRXOG�QRW�EH�FRQIXVHG�ZLWK�DFWXDO�SDWWHUQV�RI�PHPEHUVKLS��DQ�DV�
VRFLDWLRQ�PD\� LQFOXGH� LQ� LWV� GRPDLQ� JURXSV� RI� SRWHQWLDO�PHPEHUV� QRQH� RI�ZKLFK� HYHQWXDOO\
MRLQV�LW��$VVRFLDWLRQV�PD\�XVH�DQ\�QXPEHU�DQG�FRPELQDWLRQ�RI�VWUXFWXUDO�SDUDPHWHUV�WR�GHILQH
WKHLU� FRQVWLWXHQF\��7KH�PRUH�SDUDPHWHUV� DQ� DVVRFLDWLRQ� VSHFLILHV�� WKH�QDUURZHU� DQG� WKH�PRUH
VSHFLDOL]HG� LWV� GRPDLQ�� DQG� WKH� VPDOOHU� DQG� PRUH� KRPRJHQHRXV� WKH� JURXS� RI� LWV� SRWHQWLDO
PHPEHUV��3DUDPHWHUV� WKDW�DUH�QRW� VSHFLILHG�SUHVXPDEO\�GR�QRW�GLVWLQJXLVK�EHWZHHQ�SRWHQWLDO
PHPEHUV�DQG�RXWVLGHUV��ZKDWHYHU�JURXSV�FDQ�EH�GHILQHG�RQ�VXFK�SDUDPHWHUV��DOO�ZLWKLQ�WKHP

�������������������������������������������������������
�� 3�0��%ODX��§3DUDPHWHUV�RI�6RFLDO�6WUXFWXUH¨��LQ��$SSURDFKHV�WR�WKH�6WXG\�RI�6RFLDO�6WUXFWXUH��1HZ�<RUN�
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DUH�HOLJLEOH�WR�MRLQ��)RU�H[DPSOH��ZKHQ�DQ�DVVRFLDWLRQ�GRHV�QRW�VSHFLI\�UHOLJLRQ�RU�DJH�LQ�LGHQWL�
I\LQJ�LWV�SRWHQWLDO�PHPEHUV��EXVLQHVVPHQ�RI�DOO�IDLWKV�DQG�DJHV�DUH�IRUPDOO\�HOLJLEOH�WR�MRLQ�

)XQFWLRQDO� SDUDPHWHUV�� RQ� WKH� RWKHU� KDQG�� GLVWLQJXLVK� EHWZHHQ� GLIIHUHQW� NLQGV� RI� LQWHUHVWV
ZLWKLQ� WKH� VDPH� VWUXFWXUDOO\�GHILQHG�JURXS��:KHUHDV� VWUXFWXUDO�SDUDPHWHUV�GHILQH� WKH� FROOHF�
WLYLW\� IURP�ZKLFK�DQ�DVVRFLDWLRQ� WULHV� WR�GUDZ�LWV�PHPEHUV�� IXQFWLRQDO�SDUDPHWHUV�VSHFLI\� WKH
WDVNV�WKH�DVVRFLDWLRQ�RIIHUV�WR�SHUIRUP�RQ�WKHLU�EHKDOI��,I�QR�IXQFWLRQDO�SDUDPHWHUV�DUH�VSHFLILHG�
WKH�DVVRFLDWLRQ�SUHVXPDEO\�XQGHUWDNHV�WR�UHSUHVHQW�DOO�LQWHUHVWV�UHVXOWLQJ�IURP�WKH�VSHFLILF�VR�
FLDO�VWUXFWXUDO�SRVLWLRQ�RI� LWV� �SRWHQWLDO��PHPEHUV��%\�GHILQLQJ� IXQFWLRQDO� LQ�DGGLWLRQ� WR�VWUXF�
WXUDO� SDUDPHWHUV�� DVVRFLDWLRQV� VHOHFW� IURP� WKH� XQLYHUVH� RI� WKHLU� PHPEHUVª� SRVLWLRQDO� LQWHUHVWV
WKRVH�WKDW�DUH�UHODWHG�WR�SDUWLFXODU�UROHV��)RU�LQVWDQFH��EXVLQHVV�DVVRFLDWLRQV�PD\�UHSUHVHQW�HLWKHU
WKH�WRWDOLW\�RI�WKHLU�PHPEHUVª�EXVLQHVV�UHODWHG�LQWHUHVWV��RU�WKH\�PD\�VSHFLDOL]H�LQ�LQWHUHVWV�GH�
ULYLQJ�IURP�WKHLU�PHPEHUVª�UROH�DV�EX\HUV�LQ�WKH�ODERU�PDUNHW�DQG�DV�HPSOR\HUV�RI�ODERU��2WKHU
UROH�VSHFLILF�LQWHUHVWV�RI�SRWHQWLDO�PHPEHUV�ZKLFK�FRXOG�EH�VHSDUDWHO\�RUJDQL]HG�LQFOXGH�WKRVH
RI�VHOOHUV�LQ�WKH�SURGXFW�PDUNHW��EX\HUV�RI�UDZ�PDWHULDOV��FRQVXPHUV�RI�XWLOLWLHV�DQG�VHUYLFHV��RU
REMHFWV�RI�GLIIHUHQW�JRYHUQPHQW�SROLFLHV�

7KH�PRVW�FRPPRQ�IRUP�RI�WDVN�VSHFLDOL]DWLRQ�RI�EXVLQHVV�DVVRFLDWLRQV�LV�HPERGLHG�LQ�WKH�GLV�
WLQFWLRQ�EHWZHHQ�HPSOR\HUV�DVVRFLDWLRQV�DQG�WUDGH�DVVRFLDWLRQV��(PSOR\HUV�DVVRFLDWLRQV�UHSUH�
VHQW�WKH�LQWHUHVWV�RI�WKHLU�PHPEHUV�DV�HPSOR\HUV�¥�H�J���LQ�UHODWLRQ�WR�ODERU�DV�ZHOO�DV�WR�WKH�VRFLDO
SROLF\�RI�WKH�VWDWH�¥�ZKHUHDV�WUDGH�DVVRFLDWLRQV�UHSUHVHQW�WKHLU�PHPEHUV�DV�SURGXFHUV��,Q�QRW�D
IHZ� LQVWDQFHV�� ERWK� NLQGV� RI� LQWHUHVWV� DUH� UHSUHVHQWHG� E\� RQH� JHQHUDO� DVVRFLDWLRQ�� ,I� WKH� WZR
IXQFWLRQV� DUH� RUJDQL]HG� LQWR� VHSDUDWH� DVVRFLDWLRQV��PHPEHUV� �DQG� OHDGHUV�� RI� RQH� DVVRFLDWLRQ
PD\�DOVR�MRLQ��DQG�HYHQ�GLUHFW��WKH�RWKHU�VLQFH�PHPEHUVKLS�LQ�WKH�WZR�LV�SUHVXPHG�WR�EH�FRP�
SOHPHQWDU\�UDWKHU�WKDQ�PXWXDOO\�H[FOXVLYH���

6SHFLDOL]DWLRQ�E\�WDVN�RI�LQWHUHVW�DVVRFLDWLRQV�VHUYLQJ�WKH�VDPH�JURXS�UDLVHV�SUREOHPV�RI�FRRU�
GLQDWLRQ��,I�DOO� LQWHUHVWV�RI�D�SRVLWLRQDO�JURXS�DUH�UHSUHVHQWHG�E\�WKH�VDPH�DVVRFLDWLRQ��FRRUGL�
QDWLRQ�LV�D�PDWWHU�RI�FRQVLVWHQW�RUJDQL]DWLRQDO�GHFLVLRQ�PDNLQJ��,I�WKH�UHSUHVHQWDWLRQ�RI�JURXS
LQWHUHVWV� LV�GLYLGHG�EHWZHHQ�GLIIHUHQW�DVVRFLDWLRQV�� FRRUGLQDWLRQ�KDV� WR�EH�DFFRPSOLVKHG� �LI� DW
DOO��WKURXJK�LQWHU�RUJDQL]DWLRQDO�UHODWLRQV��7KH�JUHDWHU�WKH�LQWHUGHSHQGHQFH�EHWZHHQ�WKH�NLQGV
RI�LQWHUHVWV�UHSUHVHQWHG�E\�WKH�DVVRFLDWLRQV�LQYROYHG��WKH�JUHDWHU�WKH�QHHG�IRU�LQVWLWXWLRQDOL]HG
OLQNDJHV�EHWZHHQ�WKH�DVVRFLDWLRQV��1HHGV�IRU�FRRUGLQDWLRQ�DUH�LQFUHDVHG�LI�WDVN�GRPDLQV�DUH�QRW�
RU�FDQQRW�EH��FRPSOHWHO\�PXWXDOO\�H[FOXVLYH��,Q�VR�IDU�DV�WKHUH�LV�RYHUODS�EHWZHHQ�WKH�WDVNV�RI
GLIIHUHQWO\�VSHFLDOL]HG�DVVRFLDWLRQV��WKHUH�LV�D�SRVVLELOLW\�IRU�SROLWLFDO�IULFWLRQ��DQG�SUHVVXUHV�DUH
OLNHO\� WR� DULVH� HLWKHU� IRU� D� UH�VSHFLILFDWLRQ� RI� RUJDQL]DWLRQDO� GRPDLQV�� IRU� VHWWLQJ� XS� D� §MRLQW
YHQWXUH¨��RU�IRU�D�PHUJHU�

6WUXFWXUDO�SDUDPHWHUV�XVHG�IRU� WKH� IRUPDO�GHPDUFDWLRQ�RI�RUJDQL]DWLRQDO�GRPDLQV�RI�EXVLQHVV
DVVRFLDWLRQV�LQFOXGH�

7HUULWRU\��%XVLQHVV�DVVRFLDWLRQV�PD\�OLPLW�HOLJLELOLW\�IRU�PHPEHUVKLS�WR�LQGLYLGXDOV�RU�ILUPV�OR�
FDWHG� LQ� D�SDUWLFXODU� WHUULWRU\�� 7HUULWRULDO� GLYLVLRQV� EHWZHHQ� DVVRFLDWLRQV� UHIOHFW� GLIIHUHQFHV� RI
LQWHUHVWV�DULVLQJ�IURP�GLIIHUHQW�ORFDWLRQ��RU�WKH\�PD\�PHUHO\�FRUUHVSRQG�WR�FXVWRPDU\�RU�OHJDOO\
ELQGLQJ�GLYLVLRQV� RI� WKH� SROLWLFDO� V\VWHP��� )UHTXHQWO\�� DVVRFLDWLRQDO� GRPDLQV� DUH� FR�H[WHQVLYH

�������������������������������������������������������
��� $QRWKHU�H[DPSOH�RI�D�WDVN�VSHFLDOL]HG�FDWHJRU\�RI�EXVLQHVV�DVVRFLDWLRQV� LV�&KDPEHUV�RI�&RPPHUFH

DQG�RU�,QGXVWU\��DV�WKH\�H[LVW�LQ�VHYHUDO�(XURSHDQ�FRXQWULHV��&KDPEHUV�UHSUHVHQW�WKH�LQWHUHVWV�RI�ORFDO
EXVLQHVV�LQ�UHODWLRQ�WR�YDULRXV�DFWLYLWLHV�RI�WKH�VWDWH��7KH\�GR�QRW��IRU�LQVWDQFH��HQJDJH�LQ�ZDJH�EDU�
JDLQLQJ��DV�PLJKW�D�ORFDO�HPSOR\HUVª�DVVRFLDWLRQ��7KH�SUHFLVH�GLVWLQFWLRQ�EHWZHHQ�FKDPEHUV�DQG�WUDGH
DVVRFLDWLRQV�LV�QRW�HDV\�WR�HVWDEOLVK��KRZHYHU��DQG�LW�PD\�ZHOO�YDU\�IURP�FRXQWU\�WR�FRXQWU\�
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ZLWK�QDWLRQ�VWDWHV��,Q�RWKHU�FDVHV��EXVLQHVV�DVVRFLDWLRQV�PD\�FRYHU�RQO\�SDUW�RI�WKH�QDWLRQDO�WHU�
ULWRU\��RU�WKH\�PD\�HYHQ�EH�FRQILQHG�WR�WKH�WHUULWRU\�RI�D�VLQJOH�FLW\��,I�DQ�DVVRFLDWLRQ�GHILQHV�LWV
GRPDLQ�LQ�WHUULWRULDO�WHUPV��SRWHQWLDO�PHPEHUV�ORFDWHG�RXWVLGH�LWV�WHUULWRU\�KDYH�WR�RUJDQL]H�LQ
VHSDUDWH�DVVRFLDWLRQV��7KH�UHSUHVHQWDWLRQ�RI�D�JLYHQ�FDWHJRU\�RI�LQWHUHVWV�VSUHDG�RYHU�D�FHUWDLQ
WHUULWRU\�PD\�EH�GLYLGHG�EHWZHHQ�DQ\�QXPEHU�RI�WHUULWRULDOO\�ERXQGHG�DVVRFLDWLRQV��$�XQLYHUVH
RI� DVVRFLDWLRQV� RUJDQL]LQJ� WKH� VDPH� LQWHUHVWV� LQ�GLIIHUHQW� WHUULWRULHV�PD\�RU�PD\�QRW� EH� FRP�
SOHWH��DQG�WKH�WHUULWRULHV�RI�UHSUHVHQWDWLRQ�PD\�RU�PD\�QRW�EH�PXWXDOO\�H[FOXVLYH�

%UDQFKHV�RU�3URGXFWV��%XVLQHVV�DVVRFLDWLRQV�PD\�OLPLW�HOLJLELOLW\�IRU�PHPEHUVKLS�WR� LQGLYLGXDOV
RU�ILUPV�SURGXFLQJ�RQH�RU�PRUH�RXW�RI�D�SDUWLFXODU�UDQJH�RI�SURGXFWV��'LYLVLRQV�EHWZHHQ�DVVR�
FLDWLRQV�E\�EUDQFKHV�RU�SURGXFWV�UHIOHFW�GLIIHUHQFHV�RI�LQWHUHVWV�UHODWHG�WR�GLIIHUHQW�SRVLWLRQV�LQ
WKH� FKDLQ�RI�SURGXFWLRQ��0HPEHUV�RI� EXVLQHVV� DVVRFLDWLRQV�GHILQHG�E\�EUDQFK�RU�SURGXFW�SD�
UDPHWHUV�PD\�EH�ORFDWHG�HLWKHU�RQ�WKH�VDPH�RU�RQ�GLIIHUHQW�VWDJHV�RI�WKH�FKDLQ�RI�SURGXFWLRQ���

,Q�WKH�ILUVW�FDVH��SURGXFWV�RI�PHPEHUV�DUH� LGHQWLFDO�RU�VLPLODU��DQG�PHPEHUV�DUH� OLNHO\�WR�IDFH
LGHQWLFDO�RU�VLPLODU�PDUNHW�DQG�SURGXFWLRQ�SUREOHPV��L�H��� WR�XVH�LGHQWLFDO�RU�VLPLODU�WHFKQROR�
JLHV��DQG�WR�FRQIURQW�LGHQWLFDO�RU�VLPLODU�FRQGLWLRQV�DW�WKHLU�PDUNHWV�IRU�ODERU�DQG�UDZ�PDWHULDOV
�L�H��WR�FRPSHWH�IRU�FXVWRPHUV�RU�VXSSOLHUV��HWF����2QH�PDLQ�IXQFWLRQ�SHUIRUPHG�E\�D�§KRUL]RQ�
WDO¨�DVVRFLDWLRQ�RI�WKLV�NLQG�LV�WR�FRQWDLQ�FRPSHWLWLRQ�DPRQJ�LWV�PHPEHUV�LQ�RUGHU�WR�LPSURYH
WKHLU�SRVLWLRQ�LQ�WKHLU�H[FKDQJH�UHODWLRQVKLS�ZLWK�VXFK�RXWVLGH�JURXSV�DV�FXVWRPHUV��ODERU��VXS�
SOLHUV�RI�UDZ�PDWHULDOV��DQG�JRYHUQPHQW�DXWKRULWLHV�

7KH�VHFRQG��§YHUWLFDO¨�W\SH�RI�DVVRFLDWLRQ�XQLWHV�SURGXFHUV�DW�GLIIHUHQW�VWDJHV�LQ�WKH�SURGXFWLRQ
DQG�GLVWULEXWLRQ� RI� D� SDUWLFXODU� ILQDO� SURGXFW�� ,Q� D� YHUWLFDO� UHODWLRQVKLS�� WKH� RXWSXW� RI� ORZHU�
OHYHO�SURGXFHUV�FRQVWLWXWHV�WKH�LQSXW�RI�KLJKHU�OHYHO�SURGXFHUV��3URGXFHUV�EHORQJLQJ�WR�D�YHUWL�
FDO�SURGXFWLRQ�FKDLQ��LQ�DGGLWLRQ�WR�FRPSHWLQJ�ZLWK�RWKHUV�RSHUDWLQJ�DW�WKH�VDPH�VWDJH��HQJDJH
ZLWK�HDFK�RWKHU� LQ�PXWXDO�H[FKDQJH�� WKH\�EX\�WKHLU�PDWHULDOV� IURP�SURGXFHUV�DW� ORZHU�VWDJHV
DQG�VHOO� WKHLU�SURGXFWV� WR�SURGXFHUV�DW�KLJKHU�VWDJHV��$V�D�UHVXOW��ZKHUHDV�KRUL]RQWDO�DVVRFLD�
WLRQV� DUH� FRQIURQWHG�ZLWK� LQWHUHVW� GLYHUVLW\� VWHPPLQJ� IURP� FRPSHWLWLRQ�� YHUWLFDO� DVVRFLDWLRQV
KDYH�LQ�DGGLWLRQ�WR�DFFRPPRGDWH�GLYHUVH�LQWHUHVWV�RULJLQDWLQJ�LQ�DQG�UHODWLQJ�WR�H[FKDQJH�UHOD�
WLRQV��:KLOH� LQ�D�KRUL]RQWDO�SDWWHUQ�RI�DVVRFLDELOLW\�FRQIOLFWV�RYHU�UDWHV�RI�H[FKDQJH�H[LVW�RQO\
ZLWK�JURXSV�RUJDQL]HG�LQ�GLIIHUHQW�DVVRFLDWLRQV��LQ�D�YHUWLFDO�SDWWHUQ�VXFK�FRQIOLFWV�DUH�RUJDQL�
]DWLRQDOO\� LQWHUQDOL]HG��$Q�REYLRXV�ZD\� LQ�ZKLFK� WKH�PHPEHUV� RI� D� YHUWLFDO� DVVRFLDWLRQ�PD\
FROOHFWLYHO\�LPSURYH�WKHLU�SRVLWLRQ�¥�DQG�WKXV�VSDQ�WKH�LQWHUQDO�FOHDYDJHV�¥�LV�E\�SURPRWLQJ�WKH
ILQDO�SURGXFW�V��WR�ZKLFK�WKH\�HDFK�FRQWULEXWH��2QH�DVSHFW�RI�SURPRWLRQ�LV�VWDEOH�LQVWLWXWLRQDOL�
]DWLRQ�RI�H[FKDQJHV�DORQJ�WKH�FKDLQ�RI�SURGXFWLRQ��DQG�WKLV�VHHPV� LQGHHG�WR�EH�ZKDW�YHUWLFDO
DVVRFLDWLRQV�DUH�SULPDULO\�HQJDJHG�LQ�

)DFHG�ZLWK�D�JLYHQ�GLVWULEXWLRQ�RI�SRWHQWLDO�PHPEHUV�E\�SURGXFWV��EXVLQHVV�DVVRFLDWLRQV�LQ�GH�
PDUFDWLQJ�WKHLU�GRPDLQV�KDYH�WR�PDNH�D�FKRLFH�EHWZHHQ�GLIIHUHQW�W\SHV�RI�GRPDLQ�GLYHUVLW\��DV
ZHOO�DV�EHWZHHQ�KRPRJHQHLW\�DQG�VL]H��,I�DVVRFLDWLRQV�H[WHQG�WRR�IDU�KRUL]RQWDOO\��WKHLU�SROLFLHV
PD\�EHFRPH�WRR�JHQHUDO�WR�VDWLVI\�WKH�VSHFLDO�SURGXFW�UHODWHG�LQWHUHVWV�RI�WKHLU�GLIIHUHQW�JURXSV
RI�PHPEHUV� �&DVH�$� LQ�)LJXUH�9���2Q� WKH�RWKHU�KDQG�� LI� DVVRFLDWLRQV� UHDFK�RXW� WRR� IDU� LQ� WKH
YHUWLFDO�GLPHQVLRQ��WKH�H[FKDQJHV�WKH\�KDYH�WR�UHJXODWH��DQG�WKH�LQWHUHVWV�UHODWHG�WR�WKHP��PD\
EHFRPH�WRR�GLYHUVH��&DVH�%���$VVRFLDWLRQV�PD\�RI�FRXUVH�H[WHQG�LQWR�ERWK�GLPHQVLRQV��FDVH�&�
ZKLFK�ZRXOG�FRQIURQW�WKHP�ZLWK�WZR�GLIIHUHQW�W\SHV�RI�LQWHUQDO�FOHDYDJHV�DW�WKH�VDPH�WLPH��,Q
DQ\�FDVH��WKH�PRUH�ZLGHO\�DVVRFLDWLRQV�GHILQH�WKHLU�GRPDLQV�LQ�WHUPV�RI�GLIIHUHQW�SURGXFWV��DQG
WKH�PRUH�GLYHUVH�WKH�LQWHUHVWV�RI�WKHLU�SRWHQWLDO�PHPEHUVKLS��WKH�KLJKHU�¥�HYHU\WKLQJ�HOVH�EHLQJ
HTXDO�¥�WKH�QXPEHU�RI�WKHLU�SRWHQWLDO�PHPEHUV�
�������������������������������������������������������
�� &I��DERYH�������RXU�GLVFXVVLRQ�RI�WKH�FRQFHSW�RI�§,QWHUGHSHQGHQFH¨�
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%\�GHILQLQJ� WKHLU�GRPDLQV�EURDGO\� DQG� FRPSUHKHQVLYHO\�� EXVLQHVV� DVVRFLDWLRQV� LQFUHDVH� WKHLU
SRWHQWLDO� PHPEHUVKLS� DW� WKH� SULFH� RI� VDFULILFLQJ� LQWHUHVW� KRPRJHQHLW\� DQG� EXUGHQLQJ� WKHP�
VHOYHV�ZLWK�SUREOHPV�RI�PDQDJLQJ�LQWHUQDO�GLYHUVLW\��7KH�RSWLPDO�GHJUHH�RI�LQFOXVLYHQHVV�RI�DV�
VRFLDWLRQDO�GRPDLQV��DQG�WKXV�¥�FHWHULV�SDULEXV�¥�WKH�RSWLPDO�SRWHQWLDO�VL]H�RI�DQ�DVVRFLDWLRQ��LV
UHDFKHG�LI�D�IXUWKHU�LQFUHDVH�LQ�WKH�GLYHUVLW\�RI�SURGXFW�UHODWHG�LQWHUHVWV�ZRXOG�LPSDLU�WKH�DELO�
LW\�RI�WKH�DVVRFLDWLRQ�WR�PDNH�ELQGLQJ�GHFLVLRQV�RQ�EHKDOI�RI�LWV�PHPEHUVKLS�DQG�WR�PHHW�FULWLFDO
H[WHUQDO�DQG�LQWHUQDO�GHPDQGV�IRU�VXFK�GHFLVLRQV�

)LUP� 6L]H�� %XVLQHVV� DVVRFLDWLRQV�PD\� OLPLW� HOLJLELOLW\� IRU�PHPEHUVKLS� WR� ILUPV�� RU� LQGLYLGXDOV
UHSUHVHQWLQJ�ILUPV��RI�D�SDUWLFXODU�VL]H�� ,QWHU�DVVRFLDWLRQDO�GLYLVLRQV�E\�ILUP�VL]H�UHIOHFW�GLIIHU�
HQFHV�RI�LQWHUHVW�EHWZHHQ�§ELJ�EXVLQHVV¨�DQG�§VPDOO�EXVLQHVV¨�

7\SH� RI� 2ZQHUVKLS�� %XVLQHVV� DVVRFLDWLRQV� PD\� OLPLW� HOLJLELOLW\� IRU� PHPEHUVKLS� WR
�UHSUHVHQWDWLYHV�RI��SULYDWHO\��RU�SXEOLFO\�RZQHG�ILUPV��'LYLVLRQV�EHWZHHQ�DVVRFLDWLRQV�E\�W\SH
RI�RZQHUVKLS�UHIOHFW��SHUFHLYHG��GLIIHUHQFHV�RI�LQWHUHVW�EHWZHHQ�WKH�VWDWH�DQG�SULYDWH�FDSLWDOLVWV
DV�RZQHUV�RI�PHDQV�RI�SURGXFWLRQ�

3URILW�1RQ�3URILW��%XVLQHVV�DVVRFLDWLRQV�PD\�OLPLW�HOLJLELOLW\� IRU�PHPEHUVKLS�WR��UHSUHVHQWDWLYHV
RI�� SURILW�PDNLQJ� DV� RSSRVHG� WR� QRQ�SURILW� ILUPV� �FRRSHUDWLYHV��� $VVRFLDWLRQV� H[FOXGLQJ� QRQ�
SURILW�ILUPV�IURP�PHPEHUVKLS�DVVXPH�WKDW�WKHVH�KDYH�GLIIHUHQW� LQWHUHVWV��DQG�WKDW�VXFK�LQWHUHVW
GLIIHUHQFHV�DUH�VR�VLJQLILFDQW�WKDW�WKH\�FDQQRW�EH�UHFRQFLOHG�ZLWKLQ�WKH�FRQILQHV�RI�RQH�DVVRFLDWLRQ�
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5HOLJLRQ��3ROLWLFDO�$OOHJLDQFH��$JH��6H[��%XVLQHVV�DVVRFLDWLRQV�PD\�OLPLW�HOLJLELOLW\�IRU�PHPEHUVKLS
WR�LQGLYLGXDOV�ZLWK�D�SDUWLFXODU�UHOLJLRQ��SROLWLFDO�DOOHJLDQFH��DJH�RU�VH[��§DVFULSWLYH�VWDWXV�DVVRFLD�
WLRQV¨���'HPDUFDWLRQ�RI� DVVRFLDWLRQDO�GRPDLQV�E\� UHOLJLRQ� UHIOHFWV�GLIIHUHQW�SHUFHSWLRQV� RI� WKH
UROH� DQG� WKH� REOLJDWLRQV� RI� EXVLQHVVSHRSOH� URRWHG� LQ� GLIIHUHQW� UHOLJLRXV� FUHHGV�� ,W� PD\� DOVR
UHIOHFW�WKH�SHUVXDVLRQ�WKDW�VXFK�GLIIHUHQFHV�FDQQRW�EH�DFFRPPRGDWHG�ZLWKLQ�WKH�IUDPHZRUN�RI�D
FRPPRQ�RUJDQL]DWLRQ��'HPDUFDWLRQ� RI� DVVRFLDWLRQDO� ERXQGDULHV� E\�SROLWLFDO� GLYLVLRQV� UHIOHFWV
GLIIHUHQW�SHUFHSWLRQV�RI�WKH�SROLWLFDO� LQWHUHVWV�RI�EXVLQHVV�DQG�RI�WKH�GHVLUDEOH�UHODWLRQVKLS�EH�
WZHHQ�EXVLQHVV� DQG� WKH� VWDWH��%XVLQHVV� DVVRFLDWLRQV�GLYLGHG�E\� UHOLJLRQ�RU�SROLWLFDO� DIILOLDWLRQ
PD\�FRRSHUDWH�LQ�PDWWHUV�RI�MRLQW�LQWHUHVWV�DQG�PD\�GHYHORS�LQVWLWXWLRQDOL]HG�UHODWLRQVKLSV�ZLWK
HDFK� RWKHU�� $JH�VSHFLILF� DVVRFLDWLRQV� VHHP� WR� H[LVW� RQO\� IRU� \RXQJ� EXVLQHVVSHRSOH�� DQG� VH[�
VSHFLILF�EXVLQHVV�DVVRFLDWLRQV�VHHP�WR�H[LVW�RQO\�IRU�ZRPHQ��0HPEHUV�RI�\RXQJ�EXVLQHVV�DVVR�
FLDWLRQV�DUH�XVXDOO\�DOVR�PHPEHUV�RI�JHQHUDO�EXVLQHVV�DVVRFLDWLRQV�RUJDQL]LQJ�PHPEHUV�UHJDUG�
OHVV�RI�DJH��DQG�PHPEHUV�RI�DVVRFLDWLRQV�RI�EXVLQHVVZRPHQ�DUH�XVXDOO\�DOVR�PHPEHUV�RI�JHQ�
HUDO�EXVLQHVV�DVVRFLDWLRQV�RUJDQL]LQJ�PHPEHUV�UHJDUGOHVV�RI�VH[�

%XVLQHVV�DVVRFLDWLRQV�GHILQLQJ�HOLJLELOLW\�IRU�PHPEHUVKLS�E\�DJH�RU�VH[�DUH�PRUH�OLNHO\�WR�EH�VR�
FLDO�FOXEV�WKDQ�LQWHUHVW�LQWHUPHGLDULHV��7KH�VDPH�PD\�KROG�IRU�EXVLQHVV�DVVRFLDWLRQV�EDVHG�RQ�UH�
OLJLRQ�RU�SROLWLFDO�DOOHJLDQFH��DOWKRXJK�LQ�WKLV�FDVH�WKH�PDWWHU�PD\�EH�OHVV�REYLRXV��$�JRRG�LQLWLDO
RSHUDWLRQDO�FULWHULRQ�WR�GLVWLQJXLVK�EHWZHHQ�D�VRFLDO�FOXE�DQG�DQ�LQWHUHVW�DVVRFLDWLRQ�VHHPV�WR�EH
ZKHWKHU�RU�QRW�WKH�RUJDQL]DWLRQ�LQ�TXHVWLRQ�LQWHUDFWV�ZLWK�VRPH�UHJXODULW\�ZLWK�FHUWDLQ�LQWHUHVW�
SROLWLFDO�HQYLURQPHQWV�RXWVLGH�WKH�EXVLQHVV�ZRUOG�VXFK�DV�WKH�VWDWH�RU�WUDGH�XQLRQV��7KH�FRP�
PRQ�FKDUDFWHULVWLF�RI�DVFULSWLYH�VWDWXV�DVVRFLDWLRQV�RI�EXVLQHVV�LV�WKDW�WKH\�GHILQH�WKHLU�GRPDLQV
E\�FKDUDFWHULVWLFV�RI�LQGLYLGXDO��EXVLQHVV��SHUVRQV�UDWKHU�WKDQ�RI�ILUPV�

����� 8QLWV�RI�0HPEHUVKLS

2QH�LPSRUWDQW�GLIIHUHQFH�EHWZHHQ�EXVLQHVV�DVVRFLDWLRQV�DQG�WUDGH�XQLRQV� LV� WKDW�XQLRQ�PHP�
EHUV�DUH�DOZD\V�LQGLYLGXDOV�ZKHUHDV�EXVLQHVV�DVVRFLDWLRQ�PHPEHUV�PD\�EH�ILUPV��,Q�SULQFLSOH�
EXVLQHVV�DVVRFLDWLRQV�KDYH�D�FKRLFH�ZKHWKHU�WKH\�ZDQW�WR�RUJDQL]H�LQGLYLGXDOV��ILUPV��RU�ERWK��,I
WKH\� GHFLGH� WR� RUJDQL]H� ILUPV�� WKH\� KDYH� WR�PDNH� SURYLVLRQV� LQ� WKHLU� IRUPDO� VWUXFWXUH� WR� DF�
FRPPRGDWH�WKH�VSHFLILF�SURSHUWLHV�GLVWLQJXLVKLQJ�ILUPV�IURP�LQGLYLGXDO�SHUVRQV�� ,I� WKH\�ZDQW
WR� LQFOXGH�ERWK� ILUPV�DQG� LQGLYLGXDOV�� WKH\�KDYH� LQ�DGGLWLRQ� WR�GHFLGH�KRZ� WKH� WZR�NLQGV�RI
PHPEHUV�DUH�WR�UHODWH�WR�HDFK�RWKHU�ZLWKLQ�WKH�DVVRFLDWLRQ�

7KHUH�VHHP�WR�EH�WZR�IDFWRUV�GHWHUPLQLQJ�WKH�XQLWV�RI�PHPEHUVKLS�RI�EXVLQHVV�DVVRFLDWLRQV��WKH
UHODWLRQVKLS�RI�WKH�LQWHUHVWV�UHSUHVHQWHG�WR�WKH�ILUP�DV�DQ�RUJDQL]DWLRQ��DQG�WKH�VWUXFWXUH�RI�WKH
RUJDQL]HG�VHFWRU�

6RPH�EXVLQHVV�LQWHUHVWV�DUH�UHODWHG�WR�FKDUDFWHULVWLFV�RI�LQGLYLGXDOV�UDWKHU�WKDQ�RI�ILUPV��RWKHUV
PD\�EH�GLIIHUHQW�IURP��DQG�SRVVLEO\�RSSRVHG�WR��WKH�LQWHUHVWV�RI�ILUPV��$Q�H[DPSOH�RI�WKH�ILUVW
NLQG�RI�LQWHUHVW�LV�WKDW�RI�JURXSV�OLNH�§\RXQJ�EXVLQHVVPHQ¨�RU�§EXVLQHVVZRPHQ¨�LQ�HPSKDVL]�
LQJ�WKHLU�VSHFLDO�UROH�DQG�LQ�LPSURYLQJ�WKHLU�SRVLWLRQ�ZLWKLQ�WKH�EXVLQHVV�FRPPXQLW\��DQRWKHU�
WKH� LQWHUHVWV�RI�EXVLQHVVSHRSOH�ZLWK�D�SDUWLFXODU�UHOLJLRXV�RU�SROLWLFDO�DIILOLDWLRQ� LQ�VXSSRUWLQJ
DQG�DGYDQFLQJ�WKHLU�VSHFLILF�V\VWHP�RI�VRFLDO�YDOXHV��$Q�H[DPSOH�RI�WKH�VHFRQG�NLQG�LV�WKH�SUR�
IHVVLRQDO� LQWHUHVWV�RI�PDQDJHUV� LQ�VWDWXV�VHFXULW\�DQG� LQ�FRQWURO�RYHU�PDQDJHULDO� FDUHHU� VWUXF�
WXUHV��%RWK�NLQGV�RI�LQWHUHVWV�DUH�PRUH�OLNHO\�WR�EH�RUJDQL]HG�ZLWK�LQGLYLGXDOV�WKDQ�ZLWK�ILUPV
DV� PHPEHUV�� 6LQFH� WKH� VSHFLDO� LQWHUHVWV� UHSUHVHQWHG� E\� DVVRFLDWLRQV� RI� PDQDJHULDO� VWDII� PD\
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HYHQ� EH� LQ� FRQIOLFW�ZLWK� WKH� LQWHUHVWV� RI� ILUPV� �§HPSOR\HUV¨��� VXFK� DVVRFLDWLRQV�PD\� LQ� HIIHFW
FRPH�FORVHU�WR�EHLQJ�WUDGH�XQLRQV�WKDQ�EXVLQHVV�DVVRFLDWLRQV�

7KH�VHFRQG�IDFWRU�DIIHFWLQJ�WKH�FKRLFH�RI�WKH�XQLW�RI�PHPEHUVKLS�LV�WKH�VWUXFWXUH�RI�WKH�RUJDQ�
L]HG� EXVLQHVV� FRPPXQLW\�� ,I� D� EXVLQHVV� FRPPXQLW\� FRQVLVWV� RI� D� VPDOO� QXPEHU� RI� RZQHU�
RSHUDWRUV�ZKR�DUH�ORFDOO\�FRQFHQWUDWHG�DQG�ZKRVH�ILUPV�DUH�RI�DERXW�WKH�VDPH�VL]H��FRRSHUDWLRQ
DJDLQVW� WUDGH� XQLRQV�� FROOXVLRQ� DJDLQVW� QHZ� HQWUDQWV� LQWR� WKH�PDUNHW�� DQG� HYHQ� UHVWULFWLRQ� RI
RXWSXW�WR�UHJXODWH�SULFHV�PD\�EH�DFKLHYHG�WKURXJK�SHUVRQDO�UHODWLRQV�ZLWKRXW�DQ\�IRUPDO�RUJDQ�
L]DWLRQ�DW�DOO��7KLV�EHFRPHV�GLIIHUHQW�LI�WKH�QXPEHU�RI�UHOHYDQW�SDUWLFLSDQWV��SHUKDSV�DV�D�UHVXOW
RI� JURZLQJ� UHJLRQDO� LQWHUGHSHQGHQFLHV�� LQFUHDVHV�� 7KH� FRQVHTXHQFH�PD\� EH� WKH� FUHDWLRQ� RI� D
IRUPDO�§XQLRQ�RI�FDSLWDOLVWV¨�EDVHG�RQ�LQGLYLGXDO�PHPEHUVKLS��)LUP�PHPEHUVKLS�UHSUHVHQWV�DQ
HYHQ�KLJKHU�VWDJH�RI�RUJDQL]DWLRQDO�GHYHORSPHQW�� UHVSRQGLQJ� WR� LQFUHDVLQJ�GLYHUVLW\�RI� LQWHU�
HVWV�LQ�WHUPV�RI�WKHLU�SROLWLFDO�ZHLJKW��GLIIHUHQWLDWLRQ�EHWZHHQ�VPDOO�DQG�ODUJH�ILUPV��DQG�RI�RU�
JDQL]DWLRQDO�IRUPV��,Q�SDUWLFXODU��ILUP�PHPEHUVKLS�PD\�EH�D�IRUPDO�RUJDQL]DWLRQDO�VROXWLRQ�WR
WKH�SUREOHPV�SRVHG�E\�DQ�LQFUHDVLQJ�QXPEHU�RI�ILUPV�LQ�D�SDUWLFXODU�LQWHUHVW�GRPDLQ�FHDVLQJ�WR
EH�IDPLO\�HQWHUSULVHV�DQG�FRPLQJ�XQGHU�WKH�FRQWURO�RI�SURIHVVLRQDO�PDQDJHUV��2ZQHU�RSHUDWRUV
ZKR�GLUHFW�WKHLU�ILUPV�TXD�SHUVRQDO�SURSHUW\�ULJKWV�FDQ�HDVLO\�EH�RUJDQL]HG�LQ�EXVLQHVV�LQWHUHVW
DVVRFLDWLRQV�RQ�D�SHUVRQDO�EDVLV��0DQDJHUV��RQ�WKH�RWKHU�KDQG��DUH�§EXVLQHVVPHQ¨�RQO\�EHFDXVH�
DQG�DV� ORQJ�DV�� WKH\�SHUIRUP�D�FHUWDLQ� IXQFWLRQ�ZLWKLQ� WKH� IRUPDO�RUJDQL]DWLRQ�RI�D� ILUP��7KH
GLIIHUHQFHV�LQ�VWDWXV�DQG�UHVXOWLQJ�LQWHUHVWV�EHWZHHQ�WKH�WZR�JURXSV�PDNH�LW�XQOLNHO\�WKDW�WKH\
FDQ�DV�LQGLYLGXDOV�EH�UHSUHVHQWHG�E\�WKH�VDPH�LQWHUHVW�DVVRFLDWLRQ��:KLOH�ERWK�RZQHU�RSHUDWRUV
DQG�PDQDJHUV�UHSUHVHQW�DQG�SXUVXH�WKH�YHVWHG�LQWHUHVWV�RI�WKH�ILUPV�RI�ZKLFK�WKH\�DUH�WKH�FKLHI
H[HFXWLYHV�� WKH� IRUPHU� KDYH� LQ� DGGLWLRQ� VSHFLILF� SURSHUW\�UHODWHG� LQWHUHVWV�ZKHUHDV� WKH� ODWWHU
KDYH�VSHFLILF�EXUHDXFUDWLF�DGYDQFHPHQW�LQWHUHVWV��7KH�VWHS�IURP�LQGLYLGXDO�WR�ILUP�PHPEHUVKLS
LQ� EXVLQHVV� DVVRFLDWLRQV� VHUYHV� WR� IDFLOLWDWH� WKH� MRLQW� RUJDQL]DWLRQ� RI� DOO� HFRQRPLF� GHFLVLRQ�
PDNLQJ�XQLWV�EHORQJLQJ�WR�D�SDUWLFXODU�VHFWRU�RU�EUDQFK�UHJDUGOHVV�RI�ZKHWKHU�WKHLU�FKLHI�H[HFX�
WLYH�RZQV�WKHP�RU�QRW�

%XVLQHVV�DVVRFLDWLRQV�ZLWK�ILUPV�DV�PHPEHUV�IDFH�D�QXPEHU�RI�GLIILFXOW�VWUXFWXUDO�DQG�FRQVWLWX�
WLRQDO�SUREOHPV��$OWKRXJK�WKHLU�XQLWV�RI�PHPEHUVKLS�DUH�ILUPV��WKH�PHPEHUV�RI�WKHLU�UHSUHVHQ�
WDWLYH�ERGLHV�KDYH�WR�EH�LQGLYLGXDOV��$VVRFLDWLRQV�RUJDQL]LQJ�ILUPV��WKHUHIRUH��KDYH�WR�GHYHORS
UXOHV�RQ�WKH�NLQG�RI�UHSUHVHQWDWLYHV�RI�ILUPV�WKH\�ZLOO�DFFHSW�DV�PHPEHUV�RI�WKHLU�ERGLHV��*HQHUDOO\��DVVR�
FLDWLRQV�ZLOO�EH�LQWHUHVWHG�LQ�KDYLQJ�RQ�WKHLU�ERDUGV�DQG�FRPPLWWHHV�DV�KLJK�UDQNLQJ�DQG�SRZ�
HUIXO�UHSUHVHQWDWLYHV�RI�PHPEHU�ILUPV�DV�SRVVLEOH��:KLOH�HOLJLELOLW\�LV�UHODWLYHO\�HDV\�WR�GHFLGH
IRU�ILUPV�RSHUDWHG�E\�WKHLU�RZQHUV��WKH�SUREOHP�OLHV�ZLWK�ILUPV�FRQWUROOHG�E\�D�KLHUDUFK\�RI�SUR�
IHVVLRQDO�PDQDJHUV��,Q�HIIHFW��GHILQLQJ�HOLJLELOLW\�RI�PDQDJHUV�IRU�UHSUHVHQWDWLYH�RIILFHV�LQ�EXVL�
QHVV�DVVRFLDWLRQV�DPRXQWV�WR�GUDZLQJ�D�IRUPDO�GLVWLQFWLRQ�EHWZHHQ�PDQDJHUV�ZKR�DUH�GHHPHG
HTXLYDOHQW�WR�§FDSLWDOLVWV¨�RU�§HQWUHSUHQHXUV¨�DQG��KHQFH��FDQ�EH�UHSUHVHQWDWLYHV�RU�HYHQ�§JRY�
HUQRUV¨�RI� LQWHUHVWV� WKDW� LQFOXGH� WKRVH�RI�SURSHUW\�RZQHUV�¥�DQG�PDQDJHUV�ZKR�DUH�QRW��2QH
K\SRWKHVLV�LV�WKDW�WKH�PRUH�D�%,$�IXQFWLRQV�DV�DQ�HIIHFWLYH�SULYDWH�JRYHUQPHQW�LQWHUPHGLDWLQJ
VLJQLILFDQW�LQWHUHVWV�RI�LWV�PHPEHUV��WKH�PRUH�GHPDQGLQJ�LW�ZLOO�EH�ZLWK�UHJDUG�WR�WKH�HQWUHSUH�
QHXULDO�VWDWXV�RI�PDQDJHUV�HOLJLEOH�IRU�UHSUHVHQWDWLYH�RIILFH��&RUUHVSRQGLQJO\��DVVRFLDWLRQV�DG�
PLWWLQJ�WR�WKHLU�HOHFWLYH�RIILFHV�PDQDJHUV�ZKR�DUH�QRW�FKLHI�H[HFXWLYHV�RU�PHPEHUV�RI�ERDUGV�RI
GLUHFWRUV� FDQ� EH� H[SHFWHG� WR� EH� RI� OLWWOH� SROLWLFDO� LPSRUWDQFH� IRU� WKHLU�PHPEHU� ILUPV� DQG� DUH
OLNHO\�WR�EH�OLPLWHG�WR�QDUURZ�WHFKQLFDO�RU�HFRQRPLF�IXQFWLRQV�

2WKHU�RUJDQL]DWLRQDO�SUREOHPV�FUHDWHG�E\�ILUP�PHPEHUVKLS�UHVXOW�IURP�WKH�VSHFLILF�SURSHUWLHV
RI�ILUPV�DV�GLVWLQJXLVKHG�IURP�LQGLYLGXDOV��2QH�RI�WKHVH�SURSHUWLHV�LV�WKDW�ILUPV�FDQ�H[LVW�DW�GLI�
IHUHQW� ORFDWLRQV�DW� WKH�VDPH� WLPH�� ,I� ILUPV�KDYH�PRUH� WKDQ�RQH�SODQW��DQG� LI� WKHLU�SODQWV�DUH� OR�
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FDWHG� LQ� WKH� WHUULWRULDO�GRPDLQV� RI�GLIIHUHQW� DVVRFLDWLRQV� ¥� RU� RI� GLIIHUHQW� VXERUJDQL]DWLRQV� RI
RQH� DVVRFLDWLRQ� ¥�� DGHTXDWH� UHSUHVHQWDWLRQ� RI� WKHLU� LQWHUHVWV�PD\� UHTXLUH�PXOWLSOH�PHPEHUVKLS�
DQG� DVVRFLDWLRQV� PD\� KDYH� WR� DGPLW� DV� PHPEHUV� QRW� RQO\� ILUPV� EXW� DOVR� VXEXQLWV� RI� ILUPV
�SODQWV���0XOWLSOH�PHPEHUVKLS��KRZHYHU��PHDQV�PXOWLSOH�UHSUHVHQWDWLRQ�DQG�FUHDWHV�PHPEHUV
ZLWK�D�FDSDFLW\�WR�DFW�LQ�GLIIHUHQW�RUJDQL]DWLRQDO�FRQWH[WV�DW�WKH�VDPH�WLPH��SHUKDSV�FRRUGLQDW�
LQJ�WKHLU�DVVRFLDWLYH�DFWLYLWLHV�§SULYDWHO\¨�DQG�RXWVLGH�IRUPDO�RUJDQL]DWLRQDO�FKDQQHOV�

6LPLODU�SUREOHPV�DUH�SRVHG�E\�WKH�IDFW� WKDW� ILUPV�PD\�SURGXFH�GLIIHUHQW�SURGXFWV� IDOOLQJ� LQ�WKH
GRPDLQV�RI�GLIIHUHQW� VHFWRU��RU�SURGXFW�VSHFLILF� DVVRFLDWLRQV��:KLOH�PXOWLSOH�SODQW� ILUPV� UDLVH
WKH�SRVVLELOLW\�RI�PXOWLSOH�HOLJLELOLW\�IRU�PHPEHUVKLS��KRUL]RQWDOO\�RU�YHUWLFDOO\�LQWHJUDWHG�ILUPV
SUHVHQW� DVVRFLDWLRQV�ZLWK� WKH� SUREOHP� RI� SDUWLDO� HOLJLELOLW\�� 6HFWRUDOO\�GHILQHG� DVVRFLDWLRQV� DG�
PLWWLQJ�DV�PHPEHUV�ILUPV�WKDW�KDYH�DOVR�LQWHUHVWV�LQ�RWKHU�VHFWRUV�RI�WKH�HFRQRP\�KDYH�WR�ILQG
ZD\V� WR�SUHYHQW� WKH� §RXWVLGH¨� LQWHUHVWV� RI� WKHLU�PHPEHUV� IURP� LQWHUIHULQJ�ZLWK� WKH� §SURSHU¨
UHSUHVHQWDWLRQ�RI� VHFWRU�� RU�SURGXFW�VSHFLILF� LQWHUHVWV�� 6LQFH� WKH� LQWHUHVWV� RI� ILUPV� LQ� D� FHUWDLQ
VHFWRU�PD\�GLIIHU�GHSHQGLQJ�RQ�ZKHWKHU�DQG�KRZ�WKHLU�DFWLYLWLHV�H[WHQG�LQWR�RWKHU�VHFWRUV��H[�
WHQVLRQ� RI�PHPEHU� ILUPV� EH\RQG� WKH�SURGXFW� ERXQGDULHV� RI� DQ� DVVRFLDWLRQªV� GRPDLQV� FDQ� EH
H[SHFWHG�WR�DGG�WR�WKH�SUREOHP�RI�WKH�DVVRFLDWLRQ�LQ�PDQDJLQJ�LQWHUHVW�GLYHUVLW\�

7KLUGO\��ILUPV�¥�RU�VXEXQLWV�RI�ILUPV�LQ�FDVH�RI�PXOWLSOH�RU�SDUWLDO�PHPEHUVKLS�¥�PD\�EH�RI�GLIIHU�
HQW�VL]H��DQG�WKLV�PD\�DOVR�EH�WDNHQ�LQWR�DFFRXQW�E\�IRUPDO�RUJDQL]DWLRQDO�VWUXFWXUH��'LIIHUHQFHV
LQ�ILUP�VL]H��PHDVXUHG�LQ�WHUPV�RI�HPSOR\PHQW�� LQVWDOOHG�FDSLWDO�RU�VDOHV�� LPSO\�GLIIHUHQFHV�LQ
HFRQRPLF� LPSRUWDQFH��$V�KDV�EHHQ�DUJXHG�� ILUP�PHPEHUVKLS��XQOLNH� LQGLYLGXDO�PHPEHUVKLS�
PDNHV�LW�SRVVLEOH�IRU�DVVRFLDWLRQV�WR�GLIIHUHQWLDWH�EHWZHHQ�HFRQRPLF�GHFLVLRQ�PDNLQJ�XQLWV�RQ
WKH�EDVLV�RI�WKHLU�UHODWLYH�LPSRUWDQFH��7KXV��DVVRFLDWLRQV�PD\�UHTXLUH�PHPEHU�ILUPV�WR�SD\�GXHV
LQ�SURSRUWLRQ�WR�WKHLU�WRWDO�VDOHV�RU�WKHLU�ZDJH�ELOO��/LNHZLVH��PHPEHUV�PD\�EH�JLYHQ�GLIIHUHQW
YRWLQJ�ULJKWV��ZLWK�WKH�QXPEHU�RI�YRWHV�EHLQJ�EDVHG�RQ�WKHLU�VL]H�RU��ZKHQ�PHPEHUV�SD\�GLIIHU�
HQWLDO�GXHV��RQ�WKHLU�GXHV�UDWH��$VVRFLDWLRQV�FROOHFWLQJ�GLIIHUHQWLDO�GXHV�GR�QRW�QHFHVVDULO\�KDYH
WR�KDYH�GLIIHUHQWLDO�YRWLQJ�ULJKWV��DQG�YLFH�YHUVD��0RUHRYHU��DVVRFLDWLRQV�PD\�SURYLGH� IRU�SUR�
SRUWLRQDO�YRWLQJ�ULJKWV�RQ�VRPH�RI�WKHLU�ERGLHV�ZKLOH�RQ�RWKHUV�IROORZLQJ�WKH�SULQFLSOH�RI�RQH
PDQ��RU� ILUP��¥�RQH�YRWH��7KH�H[WUHPH�FDVH��RI�FRXUVH�� LV�D�KLJKO\� IRUPDOL]HG�DQG� LPSHUVRQDO
W\SH�RI� DVVRFLDWLRQ�ZKLFK� LQ�PDQ\�ZD\V� UHVHPEOHV� D� MRLQW�VWRFN� FRPSDQ\�� LQ�ZKLFK�ERWK� WKH
ULJKWV�DQG�WKH�REOLJDWLRQV�RI�PHPEHU�ILUPV�DUH�GHWHUPLQHG�VROHO\�E\�WKH�VL]H�RI�WKHLU�HFRQRPLF
VWDNH�LQ�WKH�DVVRFLDWLRQªV�LQWHUHVW�GRPDLQ�

%XVLQHVV�DVVRFLDWLRQV�PD\�RUJDQL]H�QRW�RQO\�LQGLYLGXDOV�RU�ILUPV�EXW�DOVR�RWKHU�EXVLQHVV�DVVR�
FLDWLRQV��%,$V�ZKLFK�KDYH�LQGLYLGXDOV�RU�ILUPV�DV�PHPEHUV�ZH�UHIHU�WR�DV�PHPEHUVKLS�DVVRFLD�
WLRQV�RU�§ILUVW�RUGHU�DVVRFLDWLRQV¨��%,$V�ZKRVH�XQLWV�RI�PHPEHUVKLS�DUH�RWKHU�DVVRFLDWLRQV�ZH
FDOO� §KLJKHU�RUGHU� DVVRFLDWLRQV¨�� )XUWKHU� GHILQLWLRQV� ZLOO� EH� LQWURGXFHG� EHORZ� XQGHU� §6WUXF�
WXUHV¨���������

%,$V�PD\�KDYH�GLIIHUHQW�NLQGV�RI�PHPEHUV�DW�WKH�VDPH�WLPH��0HPEHUVKLS�DVVRFLDWLRQV�PD\�RU�
JDQL]H� ERWK� LQGLYLGXDOV� DQG� ILUPV�� ,Q� VXFK� FDVHV��ZH� H[SHFW� WKDW� WKH� LQGLYLGXDO�PHPEHUVKLS
ZLOO� EH� FOHDUO\� OHVV� LPSRUWDQW� WKDQ� WKH� ILUP� PHPEHUVKLS�� )RU� LQVWDQFH�� LQGLYLGXDOV� PD\� EH
§DVVRFLDWHG�PHPEHUV¨�RU�§KRQRUDU\�PHPEHUV¨�ZLWKRXW�YRWLQJ�ULJKWV�DQG�ZLWK�QR�REOLJDWLRQ�WR
SD\�GXHV��+LJKHU�RUGHU�DVVRFLDWLRQV�PD\�QRW�RQO\�KDYH�DVVRFLDWLRQDO�PHPEHUVKLS�EXW�DOVR�GL�
UHFW�ILUP�PHPEHUVKLS��LQ�WKLV�FDVH��ZH�VSHDN�RI�§PL[HG�DVVRFLDWLRQV¨��'LUHFW�ILUP�PHPEHUVKLS
LQ�KLJKHU�RUGHU�DVVRFLDWLRQV�PD\�EH�D�ZD\�RI�LQWHJUDWLQJ�LQWR�DQ�DVVRFLDWLRQDO�V\VWHP�ELJ�ILUPV
ZLWK�QDWLRQDO�EXW�ZLWKRXW�VLJQLILFDQW�ORFDO�RU�VHFWRUDO�LQWHUHVWV��RU�LW�LV�XVHG�E\�VXFK�ILUPV�DV�D
ZD\� RI� LQIOXHQFLQJ� WKH� SROLFLHV� RI� KLJKHU�RUGHU� DVVRFLDWLRQV� GLUHFWO\� ZLWKRXW� JRLQJ� WKURXJK
VHFWRUDO�RU�ORFDO�DVVRFLDWLRQV�
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7KH�LQWHUHVW�GRPDLQV�RI�KLJKHU�RUGHU�DVVRFLDWLRQV�FDQ�EH�GHVFULEHG�E\�WKH�VDPH�SDUDPHWHUV�DV
WKH�GRPDLQV�RI�PHPEHUVKLS� DVVRFLDWLRQV� �WDVNV�� WHUULWRU\��SURGXFWV�� ILUP� VL]H�� W\SH�RI� RZQHU�
VKLS��SURILW�QRQSURILW��DVFULSWLYH�FULWHULD��HWF����'RPDLQ�GHILQLWLRQV�RI�KLJKHU�RUGHU�DVVRFLDWLRQV
GHWHUPLQH�WKH�NLQGV�RI�LQWHUHVWV�WKDW�PXVW�EH�LQFOXGHG�LQ�WKH�GRPDLQV�RI�ORZHU�RUGHU�DVVRFLD�
WLRQV�LQ�RUGHU�IRU�WKHP�WR�EH�HOLJLEOH�IRU�PHPEHUVKLS��7\SLFDOO\��WKH�GRPDLQV�RI�PHPEHU�DVVR�
FLDWLRQV���DUH�QDUURZHU�DQG� OHVV�JHQHUDO� WKDQ� WKH�GRPDLQ�RI� WKH�UHVSHFWLYH�KLJKHU�RUGHU�DVVR�
FLDWLRQ��WKH�ODWWHU�QRUPDOO\�EHLQJ�WKH�DJJUHJDWH�RI�WKH�GRPDLQV�RI�LWV�PHPEHU�DVVRFLDWLRQV��,W�LV
SRVVLEOH��KRZHYHU��WKDW�RQO\�SDUW�RI�DQ�DVVRFLDWLRQªV�LQWHUHVW�GRPDLQ�IDOOV�LQWR�WKH�GRPDLQ�RI�D
SDUWLFXODU�KLJKHU�RUGHU�DVVRFLDWLRQ��LQ�WKLV�FDVH��PHPEHUVKLS�LQ�WKH�KLJKHU�RUGHU�DVVRFLDWLRQ�FDQ
EH�DFTXLUHG�RQO\�RQ�EHKDOI�RI�WKLV�SDUW�UDWKHU�WKDQ�RI�WKH�GRPDLQ�DV�D�ZKROH��([DPSOHV�DUH�%,$V
WKDW� DUH� ERWK� DQ� HPSOR\HUV� DVVRFLDWLRQ� DQG� D� WUDGH� DVVRFLDWLRQ� �DQG�� SUHVXPDEO\�� FRXOG� MRLQ
KLJKHU�RUGHU� DVVRFLDWLRQV� RI� HLWKHU� W\SH��� RU� D� UHJLRQDO�%,$� FRPSULVLQJ� VPDOO� DQG� ODUJH� ILUPV
DQG�MRLQLQJ�D�QDWLRQDO�DVVRFLDWLRQ�RI�VPDOO�EXVLQHVV�DVVRFLDWLRQV�

��� 6WUXFWXUHV

%XVLQHVV�LQWHUHVWV�FDQ�EH�RUJDQL]HG�LQWR�WZR�NLQGV�RI�VWUXFWXUHV��VWUXFWXUHV�ZLWKLQ�DVVRFLDWLRQV
DQG�VWUXFWXUHV�EHWZHHQ�DVVRFLDWLRQV��,QWUD��DQG�LQWHU�RUJDQL]DWLRQDO�VWUXFWXUHV�RI�%,$V�DUH�LQ�D
FRPSOLFDWHG�ZD\�UHODWHG�LQ�WKDW�WKH\�FDQ�VHUYH�DV�IXQFWLRQDOO\�HTXLYDOHQW�PHFKDQLVPV�IRU�WKH
PDQDJHPHQW�RI�LQWHUHVW�GLYHUVLW\��$�ERUGHUOLQH�FDVH�LV�WKH�UHODWLRQ�EHWZHHQ�KLJKHU�RUGHU�DVVR�
FLDWLRQV� DQG� WKHLU� PHPEHU� DVVRFLDWLRQV� ZKLFK� FDQ� EH� FRQFHLYHG� RI� DV� ERWK� LQWUD�� DQG� LQWHU�
RUJDQLVDWLRQDO� GHSHQGLQJ� RQ� WKH� SHUVSHFWLYH�� 2XU� GLVFXVVLRQ� VWDUWV�ZLWK� LQWUD�RUJDQL]DWLRQDO
VWUXFWXUHV��,Q�D�VHFRQG�VWHS��ZH�LQWURGXFH�D�QXPEHU�RI�PRGLILFDWLRQV�QHFHVVDU\�WR�DFFRPPRGDWH
WKH�VSHFLILF�SURSHUWLHV�RI�DVVRFLDWLRQV�RI�DVVRFLDWLRQV��$IWHU� WKLV��ZH� WXUQ� WR� UHODWLRQV�EHWZHHQ
DVVRFLDWLRQV�DQG�WR�WKH�VWUXFWXUHV�RI�WRWDO�DVVRFLDWLRQDO�V\VWHPV���

����� ,QWUD�2UJDQL]DWLRQDO�6WUXFWXUHV

7KH�PRVW�JHQHUDO�FRQFHSW�RI�DQ�RUJDQL]DWLRQ� LV� WKDW�RI�D�V\VWHP�RI� IRUPDOL]HG�VRFLDO� UHODWLRQ�
VKLSV� LQYROYLQJ� D� GLVWULEXWLRQ� RI� WDVNV� �RU� IXQFWLRQV�� DQG� D� GLVWULEXWLRQ� RI� DXWKRULW\�� 7KH� ILUVW�
§KRUL]RQWDO¨�GLPHQVLRQ�RI�RUJDQL]DWLRQ�LV� LGHQWLFDO�ZLWK�ZKDW�KDV�EHHQ�WHUPHG�§IXQFWLRQDO�GLI�
IHUHQWLDWLRQ¨��§VSHFLDOL]DWLRQ¨��RU�§GLYLVLRQ�RI�ODERU¨��WKH�VHFRQG��§YHUWLFDO¨�RU�§KLHUDUFKLFDO¨�GL�
PHQVLRQ�VHUYHV�DV�D�PHFKDQLVP�RI�§IXQFWLRQDO�LQWHJUDWLRQ¨��§FRRUGLQDWLRQ¨��HWF��)XQFWLRQDO�GLI�

�������������������������������������������������������
�� 1RWH�WKH�GLIIHUHQFH�EHWZHHQ�WKH�WHUPV�§PHPEHU�DVVRFLDWLRQ¨�DQG�§PHPEHUVKLS�DVVRFLDWLRQ¨��§0HP�

EHU� DVVRFLDWLRQV¨� DUH� DVVRFLDWLRQV� RI� DQ\� RUGHU� WKDW� DUH� PHPEHUV� RI� D� KLJKHU�RUGHU� DVVRFLDWLRQ�
§PHPEHUVKLS�DVVRFLDWLRQV¨�DUH�DVVRFLDWLRQV�RUJDQL]LQJ�LQGLYLGXDOV�RU�ILUPV�GLUHFWO\��$�JLYHQ�PHP�
EHUVKLS�DVVRFLDWLRQ�PD\�RU�PD\�QRW�EH�D�PHPEHU�DVVRFLDWLRQ�RI�D�KLJKHU�RUGHU�DVVRFLDWLRQ�

�� ,Q�SUDFWLFH��LW�PD\�VRPHWLPHV�EH�GLIILFXOW�WR�GHFLGH�ZKHWKHU�DQ�RUJDQL]HG�XQLW�LV�D�VHSDUDWH�%,$�LQ�LWV
RZQ�ULJKW��DQ�RUJDQL]DWLRQ�RI�LWV�RZQ��RU�D�VXEXQLW�RI�DQRWKHU�%,$��7KH�GLVWLQFWLRQ�LV�LPSRUWDQW�IRU
WKH� GHFLVLRQ�ZKHWKHU� D� SDUWLFXODU� RUJDQL]DWLRQDO� UHODWLRQVKLS� LV� LQWUD�� RU� LQWHU�RUJDQL]DWLRQDO�� $F�
FRUGLQJ� WR�RXU�GHILQLWLRQV�� WR�TXDOLI\�DV�DQ� LQWHUHVW�DVVRFLDWLRQ�D�XQLW� UHTXLUHV�D�FRQVWLWXWLRQ�DQG�D
�YROXQWDU\�RU�SDLG�� VWDII��+RZHYHU�� VXEXQLWV�RI� LQWHUHVW� DVVRFLDWLRQV�ZKLFK�DUH� FOHDUO\�QRW� DVVRFLD�
WLRQV�LQ�WKHLU�RZQ�ULJKW�PD\�DOVR�KDYH�D�VWDII�DQG�D�FRQVWLWXWLRQ��2Q�WKH�RWKHU�KDQG��DVVRFLDWLRQV�PD\
EH�PHPEHUV�RI�KLJKHU�RUGHU�DVVRFLDWLRQV�ZLWKRXW�FHDVLQJ�WR�EH�VHSDUDWH�RUJDQL]DWLRQV��$�JRRG�FULWH�
ULRQ�IRU�GLVWLQJXLVKLQJ�EHWZHHQ�WKRVH�KLHUDUFKLFDOO\�DIILOLDWHG�XQLWV�KDYLQJ�D�VWDII�DQG�D�FRQVWLWXWLRQ
ZKLFK�DUH�DQG�WKRVH�ZKLFK�DUH�QRW�DVVRFLDWLRQV� LQ� WKHLU�RZQ�ULJKW� LV�ZKHWKHU�RU�QRW� WKH\�KDYH� WKH
FKRLFH�RI�VHFHGLQJ�IURP�WKHLU�DIILOLDWLRQ�



�� 03,I*�'LVFXVVLRQ�3DSHU�����

IHUHQWLDWLRQ�ZLWKLQ�RUJDQL]DWLRQV�LQYROYHV�WKH�FUHDWLRQ�RI�VXEXQLWV�SHUIRUPLQJ�VSHFLDOL]HG�WDVNV
DQG�FRQWULEXWLQJ�E\�WKLV� WR�WKH�RYHUDOO�REMHFWLYHV�RI� WKH�RUJDQL]DWLRQ��'HVLJQLQJ�WKH�RUJDQL]D�
WLRQªV�SDWWHUQ�RI�VSHFLDOL]DWLRQ�DQG�VXSHUYLVLQJ�WKH�SHUIRUPDQFH�RI�VSHFLDOL]HG�IXQFWLRQV�LV�WKH
WDVN�RI�VXEXQLWV�VSHFLDOL]LQJ�LQ�FRQWURO�DQG�FRRUGLQDWLRQ�ZKLFK�DUH�HQGRZHG�ZLWK�DQ�DXWKRULW\
WR�PDNH�ELQGLQJ�GHFLVLRQV�RQ�EHKDOI�RI�WKH�RUJDQL]DWLRQ�DV�D�ZKROH��2UJDQL]DWLRQV�GLIIHU�IURP
PDUNHWV� LQ� WKDW� WKH� UHODWLRQVKLSV� EHWZHHQ� VSHFLDOL]HG� RUJDQL]DWLRQDO� VXEXQLWV� DUH� QRW� GHWHU�
PLQHG�E\�WKH�VXEXQLWV�WKHPVHOYHV�WKURXJK�YROXQWDULVWLF�FRQWUDFWV�DQG�H[FKDQJHV�EXW�E\�RWKHU
VSHFLDOL]HG�VXEXQLWV�WKURXJK�DXWKRULWDWLYH�FRPPDQGV��§KLHUDUFK\¨����

2XU�GLVFXVVLRQ� RI� LQWUD�RUJDQL]DWLRQDO� VWUXFWXUHV�ZLOO� EH� EXLOW� DURXQG� WZR� FRQFHSWV�� WKRVH� RI
KRUL]RQWDO�GLIIHUHQWLDWLRQ�DQG�KLHUDUFKLFDO� LQWHJUDWLRQ��7KH� WZR�FRQFHSWV�DUH�FORVHO\�UHODWHG� WR�RXU
JHQHUDO�QRWLRQ�RI�§RUJDQL]HG�FRPSOH[LW\¨��7KH�ILUVW�UHIHUV�WR�WKH�FRPSOH[LW\�RI�DQ�RUJDQL]DWLRQªV
LQWHUQDO�GLYLVLRQ�RI�ODERU��WKH�VHFRQG�WR�WKH�ZD\�LQ�ZKLFK�WKLV�FRPSOH[LW\�LV�FRRUGLQDWHG��§RU�
JDQL]HG¨��� 7KH� VSHFLILF� SUREOHPV� LQ� ZKLFK� ZH� DUH� LQWHUHVWHG� DUH� WKH� GHJUHH� WR� ZKLFK� LQWUD�
RUJDQL]DWLRQDO�VWUXFWXUHV�DUH�LQWHUQDOO\�VSHFLDOL]HG��KRUL]RQWDO�GLIIHUHQWLDWLRQ��GLYLVLRQ�RI�ODERU�
DQG�FHQWUDOL]HG��KLHUDUFKLFDO�LQWHJUDWLRQ��FRRUGLQDWLRQ��

������� +RUL]RQWDO�'LIIHUHQWLDWLRQ��,QWUD�2UJDQL]DWLRQDO�&RPSOH[LW\

7KHUH�DUH�EDVLFDOO\� WZR� IRUPV�RI� IXQFWLRQDO�GLIIHUHQWLDWLRQ�RI� LQWHUHVW�DVVRFLDWLRQDO� VWUXFWXUHV�
RQH�E\�JURXSV�RI�PHPEHUV�ZLWK�GLIIHUHQW�VSHFLDO�LQWHUHVWV��DQRWKHU�E\�WDVNV�SHUIRUPHG�RQ�EHKDOI
RI�WKH�PHPEHUVKLS�DQG�WKH�DVVRFLDWLRQ�DV�D�ZKROH��7KH�ILUVW�W\SH�RI�RUJDQL]DWLRQDO�GLIIHUHQWLD�
WLRQ�UHVSRQGV�WR�OLQHV�RI�LQWHUHVW�GLIIHUHQWLDWLRQ�LQ�WKH�RUJDQL]DWLRQªV�VRFLDO�EDVH�DQG�SURGXFHV
VXEXQLWV�VXFK�DV�D�FRXQFLO�IRU�PHPEHU�ILUPV�SURGXFLQJ�D�SDUWLFXODU�SURGXFW��7KH�VHFRQG�W\SH
UHIOHFWV�WKH�WHFKQLFDO�DGYDQWDJHV�RI�DQ�LQVWLWXWLRQDOL]HG�GLYLVLRQ�RI�ODERU�LQ�WKH�SHUIRUPDQFH�RI�D
FRPSOH[�WDVN�DQG�OHDGV�WR�WKH�FUHDWLRQ�RI�VXEXQLWV�VXFK�DV�D�GHSDUWPHQW�IRU�SXEOLF�UHODWLRQV�RU
LQWHUQDO�DGPLQLVWUDWLRQ�VHUYLQJ�WKH�DVVRFLDWLRQ�DV�D�ZKROH��%RWK�NLQGV�RI�GLIIHUHQWLDWLRQ�FDQ�H[�
LVW�LQ�WKH�VDPH�DVVRFLDWLRQ��DQG�LQ�IDFW�WKH�VXEXQLWV�RI�PRVW�LQWHUHVW�DVVRFLDWLRQV�FDQ�EH�GLVWLQ�
JXLVKHG�LQWR�WKRVH�WKDW�DUH�VSHFLDOL]HG�E\�SDUWLFXODU�PHPEHUVKLS�FDWHJRULHV�DQG�WKRVH�WKDW�DUH
QRW�

:KLOH�QRUPDOO\�GLIIHUHQWLDWLRQ�E\�PHPEHUV�DQG�GLIIHUHQWLDWLRQ�E\�WDVNV�DUH�PL[HG�LQ�HPSLULFDO
DVVRFLDWLRQDO� VWUXFWXUHV�� WKHUH� DUH� DOVR� H[WUHPH� FDVHV�� 2QH� LV� WKDW� RI� D� XQLWDU\� RUJDQL]DWLRQ
ZKRVH�IRUPDO�VWUXFWXUHV�DUH�H[FOXVLYHO\�WDVN�RULHQWHG�DQG�ZKLFK�KDV�QR�VXEXQLWV�VSHFLDOL]LQJ
RQ�SDUWLFXODU�PHPEHU�JURXSV��7KH�RWKHU� FDVH� LV� WKDW�RI� D� IHGHUDWLYH� RUJDQL]DWLRQ�ZLWKRXW� VXE�
XQLWV� SHUIRUPLQJ� IXQFWLRQV� RQ� EHKDOI� RI� WKH� RUJDQL]DWLRQ� DV� D�ZKROH�� LQ�ZKLFK� DOO� VWUXFWXUDO
FRPSRQHQWV� DUH� VSHFLDOL]HG� E\� PHPEHU� FDWHJRULHV�� $� FORVH� DSSUR[LPDWLRQ� WR� WKLV� H[WUHPH
ZRXOG�EH�D�PHPEHU�GLYLVLRQDOL]HG�RUJDQL]DWLRQ�ZLWK�DQ�H[HFXWLYH�ERDUG�FRPSRVHG�RI�GLYLVLRQ
UHSUHVHQWDWLYHV� LQ�ZKLFK� HDFK�PHPEHUVKLS�GLYLVLRQ�KDV� LWV� RZQ� WDVN�VSHFLDOL]HG� �SXEOLF� UHOD�
WLRQV��LQWHUQDO�DGPLQLVWUDWLRQ��HWF���GHSDUWPHQWV�

$OWKRXJK�LW�ZRXOG�EH�WHPSWLQJ�WR�LGHQWLI\�VWUXFWXUDO�GLIIHUHQWLDWLRQ�E\�PHPEHU�FDWHJRULHV�ZLWK
WKH�/RJLFV�RI�0HPEHUVKLS�DQG�*RDO�)RUPDWLRQ��DQG�VWUXFWXUDO�GLIIHUHQWLDWLRQ�E\�WDVNV�ZLWK�WKH
�������������������������������������������������������
�� ,Q�RWKHU�ZRUGV��LQWHJUDWLRQ�LQ�RUJDQL]DWLRQV�LV�DFKLHYHG�WKURXJK�YHUWLFDO�RU�KLHUDUFKLFDO�GLIIHUHQWLDWLRQ�

,Q�WKH�DEVHQFH�RI��§YROXQWDULVWLF¨��PHFKDQLVPV�RI�KRUL]RQWDO� LQWHJUDWLRQ��JURZLQJ�KRUL]RQWDO� �IXQF�
WLRQDO��GLIIHUHQWLDWLRQ�LQ�RUJDQL]DWLRQV�FUHDWHV�D�QHHG�IRU�VLPXOWDQHRXV�YHUWLFDO��KLHUDUFKLFDO��GLIIHU�
HQWLDWLRQ��7KH�VLWXDWLRQ�LV�GLIIHUHQW�DQG�PRUH�FRPSOH[�LQ�LQWHU�RUJDQL]DWLRQDO�V\VWHPV�ZKHUH�WKHUH�LV
D�SRVVLELOLW\�RI�LQWHJUDWLRQ�RQ�D�KRUL]RQWDO�LQ�DGGLWLRQ�WR�D�YHUWLFDO��KLHUDUFKLFDO��D[LV�DQG�ZKHUH�WKH
LQWHJUDWLQJ�IXQFWLRQ�RI�KLHUDUFKLFDOO\�GLIIHUHQWLDWHG�XQLWV�LV�PRUH�WHQXRXV�
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/RJLFV�RI� ,QIOXHQFH� DQG� ,PSOHPHQWDWLRQ�� WKH� UHODWLRQVKLS� LV�PRUH� FRPSOLFDWHG��7KH� HVWDEOLVK�
PHQW�RI�PHPEHU�VSHFLDOL]HG�GLYLVLRQV�PD\�EH�GLFWDWHG�ERWK�E\�WKH�QHHG�WR�JLYH�GLIIHUHQW�PHP�
EHU� LQWHUHVWV�DQ�LQVWLWXWLRQDOL]HG�RSSRUWXQLW\�WR�H[SUHVV�WKHPVHOYHV�DQG�E\�D�QHHG�WR�KDYH�DQ
LQVWUXPHQW�IRU�WKH�HIIHFWLYH�LPSOHPHQWDWLRQ�RI�SROLFLHV�QHJRWLDWHG�ZLWK�WKH�VWDWH�RU�RWKHU�H[WHU�
QDO� DJHQWV�� )XUWKHUPRUH�� ,QIOXHQFH� DQG� ,PSOHPHQWDWLRQ� DFWLYLWLHV� PD\� EH� GLYLVLRQDOL]HG� E\
PHPEHU�FDWHJRULHV�LQ�WKH�VDPH�ZD\�DV�0HPEHUVKLS�DQG�*RDO�)RUPDWLRQ��DQG�PHPEHUVKLS�GL�
YLVLRQV�PD\�WKHPVHOYHV�EH�IXQFWLRQDOO\�GLIIHUHQWLDWHG�LQWHUQDOO\�WR�UHVSRQG�WR�WKH�H[LJHQFLHV�RI
,QIOXHQFH�DQG�,PSOHPHQWDWLRQ��,Q�VXP��ZKLOH�PHPEHU�VSHFLDOL]HG�VXEGLYLVLRQV�PD\�DQG�SURE�
DEO\�QRUPDOO\�GR�VHUYH�DV�FKDQQHOV�RI� LQWHUQDO� LQWHUHVW�UHSUHVHQWDWLRQ�� WKH\�PD\�DOVR�SHUIRUP
RWKHU� IXQFWLRQV��DQG� LQ�VRPH�FDVHV� WKHLU� IXQFWLRQV�PD\�HYHQ�EH� OLPLWHG� WR� WKH� LQWHUQDO� LPSOH�
PHQWDWLRQ�RI�GHFLVLRQV�PDGH�RU�DFFHSWHG�E\�WKH�RUJDQL]DWLRQ�DV�D�ZKROH�

6WUXFWXUDO�GLIIHUHQWLDWLRQ�E\�PHPEHU� LQWHUHVWV�DQG�RUJDQL]DWLRQDO� WDVNV�FDQ�EH�H[SHFWHG� WR�EH
UHODWHG�WR�LQWHUQDO�KHWHURJHQHLW\�DQG�VL]H��7KH�PRUH�KHWHURJHQHRXV�DQ�DVVRFLDWLRQ�LV�LQ�WHUPV�RI
WKH�LQWHUHVWV�RI�LWV�PHPEHUV��WKH�PRUH�OLNHO\�LW�LV�FHWHULV�SDULEXV�WR�KDYH�LQVWLWXWLRQDOL]HG�VXEXQLWV
VSHFLDOL]LQJ�LQ�VSHFLILF�PHPEHU�FDWHJRULHV��7KH�PRUH�PHPEHUV�DQ�DVVRFLDWLRQ�KDV�¥�WKH�JUHDWHU
LWV� ZRUNORDG� DQG� WKH� PRUH� SOHQWLIXO� LWV� UHVRXUFHV� ¥� WKH� PRUH� OLNHO\� LW� LV� WR� KDYH� D� WDVN�
GLIIHUHQWLDWHG�GHSDUWPHQWDO�VWUXFWXUH��6LQFH�GRPDLQ�KHWHURJHQHLW\�LV�UHODWHG�WR�VL]H�RI�PHPEHU�
VKLS��DQG�ODUJH�DVVRFLDWLRQV�DUH�PRUH�OLNHO\�WKDQ�VPDOO�RQHV�WR�EH�LQWHUQDOO\�KHWHURJHQHRXV��WKH
WZR�NLQGV�RI�GLIIHUHQWLDWLRQ�DUH�LQ�SULQFLSOH�OLNHO\�WR�RFFXU�WRJHWKHU�

2Q�WKH�RWKHU�KDQG��LQ�DVVRFLDWLRQV�RI�VLPLODU�VL]H�DQG�KHWHURJHQHLW\��WKH�UHODWLYH�H[WHQW�RI�VWUXF�
WXUDO�GLIIHUHQWLDWLRQ�E\�PHPEHU� LQWHUHVWV�DQG�WDVNV�PD\�EH�GHWHUPLQHG�E\� WKHLU�GHJUHH�RI�RU�
JDQL]DWLRQDO�GHYHORSPHQW��$VVRFLDWLRQV�DW�D�ORZ� OHYHO�RI�GHYHORSPHQW�� LI� WKH\�DUH�RI�VXIILFLHQW
VL]H� DQG� LQWHUHVW� KHWHURJHQHLW\�� DUH� GLYLGHG� LQWR� KLJKO\� LQGHSHQGHQW�� VHOI�FRQWDLQHG� VXEXQLWV
FRUUHVSRQGLQJ�WR�GLIIHUHQW�FDWHJRULHV�RI�PHPEHUV��,QWHUQDO�GLIIHUHQWLDWLRQ�DORQJ�PHPEHU�JURXS
OLQHV�LV�PRUH�SURQRXQFHG�DQG�HODERUDWHG�WKDQ�GLIIHUHQWLDWLRQ�E\�XQLWDU\�WDVNV��DQG�WKH�DOORFD�
WLRQ�RI�UHVRXUFHV�VXFK�DV�SURIHVVLRQDO�PDQSRZHU�LV�LQ�IDYRU�RI�WKH�LQWHUHVW�VSHFLDOL]HG�VXEXQLWV
DQG�WR�WKH�GLVDGYDQWDJH�RI�WKH�WDVN�VSHFLDOL]HG�VXEXQLWV��+LJKO\�GHYHORSHG�DVVRFLDWLRQV��RQ�WKH
RWKHU�KDQG��DUH�XQLWDU\�LQ�WHUPV�RI�PHPEHU�LQWHUHVWV�DQG�GLIIHUHQWLDWHG�LQ�WHUPV�RI�WDVNV��WKH\
KDYH�DQ�HODERUDWH�GLYLVLRQ�RI�ODERU�E\�WDVNV�DQG�IHZ�LI�DQ\�PHPEHU�VSHFLILF�VXEXQLWV��DQG�WKHLU
UHVRXUFHV�DUH�HPSOR\HG�IRU�WKH�ODUJHVW�SDUW�RQ�EHKDOI�RI�WKH�PHPEHUVKLS�DV�D�ZKROH�UDWKHU�WKDQ
DOORFDWHG�WR�VSHFLILF�PHPEHUVKLS�VHFWLRQV�

������� +LHUDUFKLFDO�,QWHJUDWLRQ��,QWUD�2UJDQL]DWLRQDO�&RRUGLQDWLRQ

7KH�GHJUHH�RI�FRRUGLQDWLRQ�LQ�DQ�RUJDQL]DWLRQ�LV�LQYHUVHO\�UHODWHG�WR�WKH�DXWRQRP\�RI�LWV�RUJD�
QL]DWLRQDO�VXEXQLWV��$Q�RUJDQL]DWLRQ�LV�FRRUGLQDWHG�WR�WKH�H[WHQW�WKDW�LW�KDV�DQ�HIIHFWLYH�XQLW\�RI
FRPPDQG�¥�L�H��WKDW�WKH�DFWLYLWLHV�RI�DOO�VSHFLDOL]HG�VXEXQLWV�DUH�GHWHUPLQHG�LQ�WKH�ILQDO�LQVWDQFH
E\�RQH�FHQWUDO�VXEXQLW�VSHFLDOL]LQJ�LQ�FRRUGLQDWLRQ��,Q�WKLV�VHQVH��FRRUGLQDWLRQ�GHSHQGV�RQ�DQG
KDV� LWV� VWUXFWXUDO�EDVH� LQ� FHQWUDOL]DWLRQ�ZKLFK�� LQ� WXUQ�� FDQ�EH�H[SUHVVHG� LQ� WHUPV�RI� WKH� OLPLWV
SODFHG�E\�WKH�LQVWLWXWLRQDOL]HG�KLHUDUFK\�RI�DXWKRULW\�RQ�VXEXQLW�DXWRQRP\�

&HQWUDOL]DWLRQ�LQ�DQ�RUJDQL]DWLRQDO�VWUXFWXUH�KDV�DV�PDQ\�GLPHQVLRQV�DV�KRUL]RQWDO�GLIIHUHQWLD�
WLRQ�� ,I� D� SDUWLFXODU� RUJDQL]DWLRQ� KDV� WZR� NLQGV� RI� VXEXQLWV�� LWV� GHJUHH� RI� FHQWUDOL]DWLRQ�ZLWK
UHJDUG� WR�RQH�RI� WKHP�PD\�EH�GLIIHUHQW� IURP�WKDW�ZLWK�UHJDUG� WR� WKH�RWKHU��)RU�RXU�FDVH�� WKLV
LPSOLHV�WKDW�LQ�WKH�VDPH�ZD\�LQ�ZKLFK�ZH�KDYH�GLVWLQJXLVKHG�EHWZHHQ�7DVN�DQG�,QWHUHVW�'LIIHU�
HQWLDWLRQ��ZH�KDYH�WR�GLVWLQJXLVK�EHWZHHQ�7DVN�DQG�,QWHUHVW�&HQWUDOL]DWLRQ��DQG�ZLWKLQ�WKH�ODW�
WHU�FDWHJRU\��EHWZHHQ�WHUULWRULDO�LQWHUHVW�DQG�SURGXFW�LQWHUHVW�FHQWUDOL]DWLRQ��*HQHUDOO\��ZH�VXJ�
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JHVW�WR�PHDVXUH�FHQWUDOL]DWLRQ�LQ�WHUPV�RI�WKH�UHVRXUFH�HQGRZPHQW�DQG�WKH�GHFLVLRQ�PDNLQJ�DXWKRULW\�RI
�WDVN��RU�LQWHUHVW���VSHFLDOL]HG�VXEXQLWV��,Q�WKH�FDVH�RI�WDVN�FHQWUDOL]DWLRQ��ZH�SURSRVH�WR�ORRN�DW�WKH
UROH� DQG� WKH� DXWKRULW\� DVVLJQHG� WR� WDVN�VSHFLILF� FRPPLWWHHV� RI�PHPEHU� UHSUHVHQWDWLYHV�� OLNH� D� ILQDQFH
FRPPLWWHH�RU�D�VRFLDO�SROLF\�FRPPLWWHH��7KH�JUHDWHU�WKH�DXWRQRP\�RI�WKHVH�FRPPLWWHHV�IURP�WKH
�HOHFWHG�� JHQHUDO� H[HFXWLYH� FRPPLWWHH� �RU� H[HFXWLYH� ERDUG��� WKH� ZHDNHU� LV� WKH� XQLW\� RI� FRP�
PDQG��DQG�KHQFH�WKH�ORZHU�WKH�GHJUHH�RI�WDVN�FHQWUDOL]DWLRQ�

&RQFHUQLQJ�LQWHUHVW�FHQWUDOL]DWLRQ��WKH�TXHVWLRQ�LV�WR�ZKDW�H[WHQW�VSHFLDO�PHPEHU�LQWHUHVWV�DUH�LQVWLWX�
WLRQDOL]HG�ZLWKLQ�WKH�RUJDQL]DWLRQDO�VWUXFWXUH�DV�VXEXQLWV�ZLWK�DQ�DXWRQRPRXV�FDSDFLW\�WR�DFW��$JDLQ�
WKHVH�LQWHUHVWV�DUH�PRVW�OLNHO\�WR�EH�GHILQHG�E\�WHUULWRU\�RU�SURGXFW��7KH�ZHDNHVW�IRUP�RI�VHSD�
UDWH�LQVWLWXWLRQDOL]DWLRQ�LV�SRVVLEO\�D�IRUPDO�SURYLVLRQ�IRU�JURXS�UHSUHVHQWDWLYHV�WR�KDYH�D�FHU�
WDLQ�VKDUH�RI�WKH�VHDWV�RQ�WKH�JHQHUDO�H[HFXWLYH�FRPPLWWHH��ZLWK�WKH�FRPPLWWHH�EHLQJ�HOHFWHG�DW
ODUJH� E\� UHSUHVHQWDWLYHV� RI� DOO�PHPEHUV�� 7KH� RWKHU� H[WUHPH�ZRXOG� EH�PHPEHUVKLS� GLYLVLRQV
ZLWK�VHSDUDWH�FRQVWLWXWLRQV��ZLWK�DQ�LQGHSHQGHQW�UHVRXUFH�EDVH��L�H��ZLWK�WKHLU�RZQ�RIILFH�VWDII
DQG� WKHLU� RZQ�GXHV� LQFRPH�� DQG�ZLWK� WKH� ULJKW� WR�PDNH� WKHLU� RZQ�GHFLVLRQV� DQG� WR� FRQWUDFW
DXWRQRPRXVO\�ZLWK�H[WHUQDO�LQWHUORFXWRUV��,W�LV�REYLRXV�WKDW�PHPEHUVKLS�GLYLVLRQV�RI�WKLV�NLQG
FRPH�FORVH� WR�EHLQJ�DXWRQRPRXV�RUJDQL]DWLRQV� LQ� WKHLU�RZQ� ULJKW�� DQG� WKDW� DVVRFLDWLRQV�ZLWK
VWURQJ�PHPEHUVKLS�GLYLVLRQV�PD\�LQ�IDFW�EH�FORVHU� WR�DVVRFLDWLRQV�RI�DVVRFLDWLRQV�WKDQ�WR�XQL�
WDU\�RUJDQL]DWLRQV�

����� ,QWHU�2UJDQL]DWLRQDO�6WUXFWXUHV��+LJKHU�RUGHU�$VVRFLDWLRQV

:H�EHJLQ�ZLWK�WKH�K\SRWKHVLV�WKDW�D�%,$��RQFH�HVWDEOLVKHG�LQ�LWV�FKRVHQ�GRPDLQ�DQG�FDSDEOH�RI
VXVWDLQLQJ� LWVHOI� WKURXJK�DQ�H[FKDQJH�RI� UHVRXUFHV�DQG�DFWLYLWLHV�ZLWK� LWV�PHPEHUV� DQG� LQWHU�
ORFXWRUV�� ZLOO� SUHIHU� WR� UHPDLQ� DXWRQRPRXV�� ,WV� §QDWXUDO¨� SUHIHUHQFH� �UHLQIRUFHG� E\� WKH� VHOI�
LQWHUHVW�RI�DVVRFLDWLRQ�OHDGHUV�DQG�VWDII��ZLOO�EH�WR�RSHUDWH�DORQH��WR�RSWLPL]H�LWV�FRPPDQG�RYHU
LWV�RZQ�UHVRXUFHV��DQG�WR�HQJDJH�LQ�ZKDWHYHU�DFWLYLWLHV�LW�DORQH�GHHPV�DSSURSULDWH�DQG�SUXGHQW
ZLWKRXW�GHIHUHQFH�WR�WKH�LQWHUHVW�RI�RWKHUV����7KLV�SUHIHUHQFH��KRZHYHU��FDQQRW�DOZD\V�EH�VDWLV�
ILHG��$OUHDG\�RXU� LQFOXVLRQ�RI�SHDN�DVVRFLDWLRQV� VXJJHVWV� WKDW�� UHDOLVWLFDOO\�� WKH�SUHIHUHQFH� IRU
DXWRQRP\�ZLOO� EH� WHPSHUHG� E\� DQ� RIWHQ� UHOXFWDQW� DGPLVVLRQ� WKDW� VRPH� IRUP�RI� FRRUGLQDWLRQ
ZLWK�RWKHU�DVVRFLDWLRQV�LV�XQDYRLGDEOH��DQG�IURP�WKLV�DGPLVVLRQ�ZLOO�VSULQJ�D�YDULHW\�RI�FRRS�
HUDWLYH� YHQWXUHV�� FRDOLWLRQDO� VWUXFWXUHV�� FRRUGLQDWLYH� PHFKDQLVPV�� DQG� KLHUDUFKLFDO� DUUDQJH�
PHQWV�

*URVVR�PRGR��WZR�JHQHULF�PRWLYHV�DUH�OLNHO\�WR�SURGXFH�LQWHU�RUJDQL]DWLRQDO�VWUXFWXUHV������SUH�
YLRXVO\�DXWRQRPRXV�DVVRFLDWLRQV�PD\�YROXQWDULO\�LQWHUDFW�WR�REWDLQ�VRPH�UHVRXUFH�RU�HQJDJH�LQ
VRPH�DFWLYLW\�ZKLFK�QRQH�FRXOG�DFKLHYH�DORQH��RU������VRPH�PRUH�UHVRXUFHIXO�RU�PRUH�DXWKRUL�
WDWLYH�DFWRU���PD\�FRPSHO�D�ZHDNHU�RU�PRUH�GHSHQGHQW�%,$�WR�DFFHSW�FRRUGLQDWLRQ�LQYROXQWDU�
LO\� ¥� HLWKHU�E\�RIIHULQJ� LW� UHVRXUFHV� LW�GRHV�QRW�KDYH�� RU� E\� WKUHDWHQLQJ� LW�ZLWK� WKH� ORVV� RI� UH�
VRXUFHV� LW�DOUHDG\�HQMR\V�� ,Q�PRVW�FDVHV�� LW�PD\�EH�HPSLULFDOO\�GLIILFXOW� WR�DVFHUWDLQ�ZKHWKHU�D

�������������������������������������������������������
�� 7KLV�LV�D�UHIOHFWLRQ�RQ�RXU�SUHVXPSWLRQ�WKDW�DOO�VRFLDO�XQLWV�ZLOO�VHHN�WR�UHGXFH�XQFHUWDLQW\�DQG�ULVN

E\�PD[LPL]LQJ�RZQ�UHVRXUFHV�DQG�DXWRQRP\��$QRWKHU�H[SUHVVLRQ�RI�WKLV�FDQ�EH�IRXQG�DERYH�LQ�RXU
LQWURGXFWLRQ�WR�WKH�ORJLF�RI�LQIOXHQFH�ZKHUH�LW�LV�DSSOLHG�WR�VWDWH�DJHQFLHV��6HH�DOVR�0��$LNHQ�DQG�-�
+DJH��§2UJDQL]DWLRQDO�,QWHUGHSHQGHQFH�DQG�,QWHU�2UJDQL]DWLRQDO�6WUXFWXUH¨��$PHULFDQ�-RXUQDO�RI�6RFLRO�
RJ\�����'HFHPEHU�������SS�����¥����

�� 7KLV�PD\��RI�FRXUVH��EH�DQRWKHU�%,$��EXW�LW�FDQ�DOVR�EH�D�SXEOLF�DJHQF\��IRU�H[DPSOH��RQH�WKDW�LQVLVWV
WKDW�LQIRUPDWLRQ�EH�SURYLGHG�DW�D�SDUWLFXODU�OHYHO�RI�DJJUHJDWLRQ��RU�DQ�LQWHUORFXWRU�DVVRFLDWLRQ��VD\�
D�WUDGH�XQLRQ�ZKLFK�GHPDQGV�WKDW�DJUHHPHQWV�EH�PDGH�WR�FRYHU�D�JLYHQ�VHFWRU�RU�LQGXVWU\��
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JLYHQ�LQWHU�RUJDQL]DWLRQDO�VWUXFWXUH�LV�YROXQWDU\�RU�LQYROXQWDU\�LQ�RULJLQ��RU�HYHQ�ZKHWKHU�LW�LV
VXVWDLQHG�E\�V\PPHWULFDO�H[FKDQJH�RU�DV\PPHWULFDO�SRZHU�UHODWLRQV�

:KHWKHU�WKH\�DUH�§SXOOHG¨�E\�WKH�DWWUDFWLRQ�RI�FRPPRQ�EHQHILWV�RU�§SXVKHG¨�E\�WKH�H[HUFLVH�RI
SRZHU�LQWR�LQWHU�RUJDQL]DWLRQDO�UHODWLRQV��EXVLQHVV�LQWHUHVWV�VHHP�WR�IRUP�D�JUHDW�YDULHW\�RI�FR�
RUGLQDWLYH�DUUDQJHPHQWV�¥�GXH�QR�GRXEW�WR�WKH�FRPSOH[LW\�RI�WKHLU�LQWHUHVWV�DV�FDSLWDOLVWV��HP�
SOR\HUV��PDQDJHUV�HWF���DQG�WKH�YDULHW\�RI�WKHLU�PHPEHU�RU�EDVH�DVVRFLDWLRQV��VXFK�DV�HPSOR\HUVª
DVVRFLDWLRQV�� WUDGH� DVVRFLDWLRQV�� FKDPEHUV�� UHJLRQDO� DQG� ORFDO� DVVRFLDWLRQV�� HWF���� :KHQ� FRP�
SDUHG�WR�DQ\�RWKHU�FODVV��%,$V�DUH�OLNHO\�WR�KDYH�ERWK�PRUH�W\SHV�DQG�PRUH�OHYHOV�RI�LQWHUPHGL�
DWLQJ�LQWHU�RUJDQL]DWLRQDO�VWUXFWXUHV��'HVFULELQJ�RU�FODVVLI\LQJ�WKHVH�W\SHV�DQG�OHYHOV�LV�QR�HDV\
WDVN��2QH�FRXOG�LPDJLQH�D�FRQWLQXXP�RI�W\SHV�UDQJLQJ�IURP�GHFHQWUDOL]HG��EXW�SHUPDQHQWO\�RUJDQ�
L]HG��DOOLDQFHV�FRPSOHWHO\�GHSHQGHQW�XSRQ�PHPEHU�DVVRFLDWLRQV�IRU� ILQDQFLDO�VXSSRUW�� IRU�ERU�
URZHG�IDFLOLWLHV��SHUVRQQHO�DQG�OHDGHUVKLS��ZLWK�OLWWOH�RU�QR�LQGHSHQGHQW�FDSDFLW\�IRU�JDWKHULQJ
LQIRUPDWLRQ�RU�SURFHVVLQJ�LW�DQG��KHQFH��QR�DELOLW\�WR�HQVXUH�WKH�FRPSOLDQFH�RI�LWV�PHPEHUV�H[FHSW
E\�PRUDO�H[KRUWDWLRQ��$W�WKH�RWKHU�HQG�ZRXOG�OLH�UHODWLYHO\�FHQWUDOL]HG�KLHUDUFKLHV�ZLWK�EXGJHWV
DQG�UHVRXUFHV�RI�WKHLU�RZQ��HYHQ�ZLWK�ILQDQFLDO�FRQWURO�RYHU�DQG�VXEVLGL]DWLRQ�IRU�WKHLU�PHPEHU
DVVRFLDWLRQV��H[WHQVLYH�IDFLOLWLHV�� ODUJH�VWDIIV�DQG�SURPLQHQW�OHDGHUV�RI� WKHLU�RZQ�DQG��KHQFH��D
YHU\�VXEVWDQWLDO�FDSDELOLW\�IRU�FRRUGLQDWLQJ�WKH�DFWLYLWLHV�RI�GHSHQGHQW�PHPEHU�%,$V�DQG�HYHQ
IRU�FRPSHOOLQJ�WKHLU�FRQIRUPLW\�WR�LWV�GLUHFWLYHV��,Q�EHWZHHQ�RQH�ZRXOG�ILQG�D�EHZLOGHULQJ�YDUL�
HW\� RI� IHGHUDWLRQV�� FRQIHGHUDWLRQV�� OHDJXHV� DQG� RWKHU� FRRSHUDWLYH� DUUDQJHPHQWV� ZLWK� PRUH
FRPSOH[�LQWHUGHSHQGHQFLHV�RI�UHVRXUFHV�DQG�DFWLYLWLHV��7R�FXW�WKURXJK�WKLV�FRPSOH[LW\��ZH�SUR�
SRVH�FRQFHQWUDWLQJ�RQ�WZR�JHQHUDO�GLPHQVLRQV�RI�LQWHUGHSHQGHQFH��UHVRXUFHV�DQG�DXWKRULW\�

7R�RIIHU�D�IRUPDO�GHILQLWLRQ��D�KLJKHU�RUGHU�%,$�LV�DQ�RUJDQL]DWLRQ�ZLWK�D�VWDII�DQG�D�FRQVWLWX�
WLRQ�ZKRVH�PHPEHUV�DUH�RWKHU�%,$V��,Q�IXQFWLRQDO�WHUPV��KLJKHU�RUGHU�DVVRFLDWLRQV�DUH�SHUPD�
QHQW�RUJDQL]DWLRQV�VSHFLDOL]LQJ� LQ�FRRUGLQDWLQJ�WKH�DFWLYLWLHV�RI� WKHLU�PHPEHU�DVVRFLDWLRQV��$V
SHUPDQHQW� DQG� VSHFLDOL]HG� RUJDQL]DWLRQV�� KLJKHU�RUGHU� DVVRFLDWLRQV� UHSUHVHQW� DQ� DGYDQFHG
VWDJH�RI�LQVWLWXWLRQDOL]HG�LQWHU�DVVRFLDWLRQDO�FRRSHUDWLRQ��$Q�LPSRUWDQW�GHILQLWLRQDO�SURSHUW\�RI
KLJKHU�RUGHU�DVVRFLDWLRQV�LV�WKDW�WKHLU�LQWHUHVW�GRPDLQ�HQFRPSDVVHV�PRVW�RU�DOO�RI�WKH�LQWHUHVWV
RI� WKHLU�PHPEHU�DVVRFLDWLRQV�DQG� WKDW� WKH\�DUH� WKHUHIRUH�PRUH�JHQHUDO� DQG� LQFOXVLYH� �DQG�� LQ
WKLV�VHQVH��RI�D�§KLJKHU¨�RUGHU��WKDQ�DQ\�RI�WKHLU�PHPEHUV���,Q��������EHORZ��ZH�ZLOO�HQFRXQWHU
OHVV� LQVWLWXWLRQDOL]HG� IRUPV� RI� LQWHU�DVVRFLDWLRQDO� FRRSHUDWLRQ� ZKLFK� LQYROYH� QR� FRUSRUDWH
PHPEHUVKLS� LQ� D� VSHFLDOL]HG� DQG�SHUPDQHQW� FRRUGLQDWLQJ� RUJDQL]DWLRQ� DQG�ZKLFK� DUH�PXFK
QDUURZHU�LQ�WKH�VFRSH�RI�WKH�LQWHUHVWV�LQYROYHG��

*HQHUDOO\� VSHDNLQJ�� WKH� VWUXFWXUH� RI� KLJKHU�RUGHU� DVVRFLDWLRQV� LV� LQ�PDQ\�ZD\V� DQDORJRXV� WR
WKDW�RI�GLUHFW�PHPEHUVKLS�DVVRFLDWLRQV��,Q�SULQFLSOH��RQH�FRXOG�FRQFHLYH�RI�WKH�PHPEHU�DVVRFLD�
WLRQV�RI�D�KLJKHU�RUGHU�DVVRFLDWLRQ�DV��UHODWLYHO\�DXWRQRPRXV��LQWHUHVW�VXEGLYLVLRQV�ZLWK�D�ULJKW�WR
VHFHGH��$OWKRXJK�WKH�GHWDLOV�DUH�LQ�VRPH�UHVSHFWV�UDWKHU�FRPSOLFDWHG��KLJKHU�RUGHU�DVVRFLDWLRQV
OLNH�GLUHFW�PHPEHUVKLS�DVVRFLDWLRQV�DUH�LQWHUQDOO\�VXEGLYLGHG�E\�ERWK�WDVNV�DQG�LQWHUHVWV��DQG
LQ�ERWK�GLPHQVLRQV�WKH\�PD\�EH�FHQWUDOL]HG�WR�GLIIHUHQW�GHJUHHV��$V�LQ�GLUHFW�PHPEHUVKLS�DVVR�
FLDWLRQV��ZH�H[SHFW� WKDW�RUJDQL]DWLRQDO�GHYHORSPHQW�RI�KLJKHU�RUGHU�DVVRFLDWLRQV�ZLOO� LQYROYH
DQ�LQFUHDVH�LQ�WKH�LPSRUWDQFH�RI�WDVN�GLIIHUHQWLDWLRQ�DV�RSSRVHG�WR�LQWHUHVW�GLIIHUHQWLDWLRQ�¥�L�H��RI�XQLWDU\
DV�RSSRVHG�WR� LQWHUHVW�VSHFLILF�DFWLRQ�DQG�RUJDQL]DWLRQ�¥�DFFRPSDQLHG�E\�D�JURZWK�RI�ERWK�WDVN
DQG�LQWHUHVW�FHQWUDOL]DWLRQ�

$VVRFLDWLRQV�RI�DVVRFLDWLRQV�DUH�RI�LPSRUWDQFH�SULPDULO\�DV�PHFKDQLVPV�RI�KLHUDUFKLFDO�FRRUGL�
QDWLRQ�RI�GLIIHUHQW�LQWHUHVWV��7KH�H[WHQW�WR�ZKLFK�KLJKHU�RUGHU�DVVRFLDWLRQV�DUH�FDSDEOH�RI�FRQ�
WUROOLQJ� WKH�EHKDYLRU�RI� WKHLU� DIILOLDWHG�PHPEHU�DVVRFLDWLRQV�PD\�GLIIHU� FRQVLGHUDEO\�EHWZHHQ
DVVRFLDWLRQV��VHFWRUV��RU�FRXQWULHV��7KH�PRUH�GHYHORSHG�WKH�KLHUDUFKLFDO�FRQWURO�FDSDFLWLHV�RI�D
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KLJKHU�RUGHU�DVVRFLDWLRQ�DUH��WKH�PRUH�LWV�UHODWLRQVKLS�ZLWK�LWV�DIILOLDWHV�UHVHPEOHV�WKDW�EHWZHHQ
D� XQLWDU\� RUJDQL]DWLRQ� DQG� LWV� VXEGLYLVLRQV��+LHUDUFKLFDO� FRQWURO� RI� KLJKHU�RUGHU� DVVRFLDWLRQV
RYHU�PHPEHU�DVVRFLDWLRQV�VHHPV�WR�GHSHQG�RQ��DQG�WR�EH�PHDVXUDEOH�LQ�WHUPV�RI��IRXU�IDFWRUV�

����7KH�GHJUHH�RI�HTXDOLW\�RI�PHPEHU�DVVRFLDWLRQV��$�KLJKHU�RUGHU�DVVRFLDWLRQ�VRPH�RI�ZKRVH�DIILO�
LDWHV�DUH�PXFK� ODUJHU� WKDQ� WKH� UHVW� LV�QRW� OLNHO\� WR�EH�DEOH� WR�JDLQ�PXFK�§UHODWLYH�DXWRQRP\¨
IURP�WKHVH�ODUJH�DIILOLDWHV��,I�VXFK�DVVRFLDWLRQV�GHYHORS�DQ�RUJDQL]DWLRQDO�FRQWURO�FDSDFLW\�DW�DOO�
WKLV�ZLOO�SUREDEO\�EH�XVHG�E\� WKH� ODUJH�DIILOLDWHV�DV�D�PHDQV�RI� UXOLQJ� WKH�VPDOO�RQHV��$�JRRG
PHDVXUH� RI�PHPEHU� HTXDOLW\� LV� WKH�SHUFHQWDJH� RI� WKH� KLJKHU�RUGHU� DVVRFLDWLRQªV� GXHV� LQFRPH
FRQWULEXWHG�E\�WKH�ODUJHVW�DIILOLDWH��DQRWKHU��WKH�FRHIILFLHQW�RI�YDULDWLRQ�LQ�WKH�VL]H�RI�DIILOLDWHV�LQ
WHUPV�RI�HLWKHU�WRWDO�HPSOR\PHQW�RU�WRWDO�VDOHV�UHSUHVHQWHG�E\�WKHP�

����7KH�GLVWULEXWLRQ�RI� UHVRXUFHV�EHWZHHQ� WKH�KLJKHU�RUGHU�DVVRFLDWLRQ�DQG� LWV�PHPEHUV��7KH�H[WHQW� WR
ZKLFK� D� KLJKHU�RUGHU� DVVRFLDWLRQ� LV� DEOH� WR� H[HUFLVH� KLHUDUFKLFDO� FRQWURO� RYHU� LWV� PHPEHUV� LV
FRQGLWLRQHG� E\� WKH� H[WHQW� WR�ZKLFK� LW� KDV� LQGHSHQGHQW� UHVRXUFHV��$� KLJKHU�RUGHU� DVVRFLDWLRQ
WKDW�KDV�WR�ERUURZ�LWV�VWDII�DQG�IDFLOLWLHV�IURP��VRPH�RI��LWV�PHPEHUV�LV�OLNHO\�WR�KDYH�OHVV�VWUDWH�
JLF�DXWRQRP\�DV�D�FRRUGLQDWLQJ�DJHQF\�WKDQ�D�KLJKHU�RUGHU�DVVRFLDWLRQ�ZLWK�D�VWHDG\�DQG�VL]H�
DEOH�LQFRPH�RI�LWV�RZQ��7KH�FUXFLDO�GLPHQVLRQV�DUH�WKH�GHJUHH�WR�ZKLFK�WKH�KLJKHU�RUGHU�DVVR�
FLDWLRQ�LV�VXEVLGL]HG�¥�L�H��VXSSRUWHG�ZLWKRXW�IRUPDO�REOLJDWLRQ�¥�E\�LWV�PHPEHUV�DQG�WKH�UHOD�
WLYH�VL]H�RI�WKH�LQFRPH�DQG�UHVRXUFHV�RI�WKH�KLJKHU�RUGHU�DVVRFLDWLRQ�DV�FRPSDUHG�WR�WKRVH�RI�LWV
DIILOLDWHV��%RWK�GLPHQVLRQV�FDQ�EH�PHDVXUHG�LQ�WHUPV�RI�ERWK�VWDII�DQG�ILQDQFH�

����7KH�DXWRQRP\�IURP�DIILOLDWH�DVVRFLDWLRQV�RI�WKH�KLJKHU�RUGHU�DVVRFLDWLRQªV�GHFLVLRQ�PDNLQJ�VWUXFWXUH�
7KH�VWUDWHJLF�DXWRQRP\�RI�D�KLJKHU�RUGHU�DVVRFLDWLRQ�LV� LQYHUVHO\�UHODWHG�WR�WKH�UROH�SOD\HG�LQ
LWV�GHFLVLRQ�PDNLQJ�VWUXFWXUH�E\�PHPEHU�DVVRFLDWLRQV�DV�FROOHFWLYH�HQWLWLHV��,I�WKH�PDMRU�SROLF\�
PDNLQJ�ERG\�RI�WKH�KLJKHU�RUGHU�DVVRFLDWLRQ�LV�D�FRXQFLO�RI�GHOHJDWHV�RI�PHPEHU�DVVRFLDWLRQV�
LWV�DXWRQRP\�LV�OLNHO\�WR�EH�ORZHU�WKDQ�LI�GHFLVLRQ�PDNHUV�DUH�RIILFLDOV�RI�WKH�KLJKHU�RUGHU�DVVR�
FLDWLRQ� HOHFWHG� E\� LWV� PHPEHUV� DW� ODUJH�� )XUWKHUPRUH�� WKH� GHFLVLRQ�PDNLQJ� VWUXFWXUH� RI� WKH
KLJKHU�RUGHU� DVVRFLDWLRQ�KDV� OLWWOH� DXWRQRP\� IURP�DIILOLDWH� DVVRFLDWLRQV� LI� LPSRUWDQW�GHFLVLRQV
KDYH�WR�EH�DSSURYHG�E\�DOO�DIILOLDWHV�� LW�KDV�PRUH� LI�GHFLVLRQV�DUH�PDGH�E\�PDMRULW\�YRWH�ZLWK
HDFK�DIILOLDWH�KDYLQJ�RQH�YRWH��LW�LQFUHDVHV�IXUWKHU�LI�WKH�YRWHV�RI�DIILOLDWHV�DUH�ZHLJKHG�E\�WKHLU
VL]H��DQG�LW�LV�KLJKHVW�LI�WKH�PHPEHUV�RI�GHFLVLRQ�PDNLQJ�ERGLHV�GR�QRW�YRWH�RQ�EHKDOI�RI�DIILOLDWH
DVVRFLDWLRQV�DW�DOO�EXW�DV�RIILFLDOV�RI�WKH�KLJKHU�RUGHU�DVVRFLDWLRQ�

����7KH� GLVWULEXWLRQ� RI� DXWKRULW\� EHWZHHQ� WKH� KLJKHU�RUGHU� DVVRFLDWLRQ� DQG� LWV�PHPEHUV�� $Q� H[WUHPH
FDVH�RI�DXWKRULWDWLYH�KLHUDUFKLFDO�FRQWURO�ZRXOG�EH�D�KLJKHU�RUGHU�DVVRFLDWLRQ�ZLWK� WKH� IRUPDO
ULJKW�WR�GHWHUPLQH�ZKLFK�VXEMHFWV�LW�LV�FRPSHWHQW�WR�GHFLGH�XSRQ�RQ�EHKDOI�RI�LWV�DIILOLDWHV�DQG
ZKLFK� DUH� WR� EH� OHIW� WR� WKH� ODWWHUªV� GLVFUHWLRQ�� �7KH� *HUPDQ� OHJDO� WHUP� IRU� WKLV� LV�.RPSHWHQ]�
.RPSHWHQ]���7KH�RSSRVLWH�H[WUHPH�LV�D�VLWXDWLRQ�LQ�ZKLFK�PHPEHU�DVVRFLDWLRQV�DUH�IUHH�WR�GHFLGH
ZKHWKHU� RU� QRW� WKH\�ZDQW� WR� GHOHJDWH� D� SDUWLFXODU� VXEMHFW� WR� WKH� KLJKHU�RUGHU� DVVRFLDWLRQ�� ,Q
EHWZHHQ�� WKHUH� DUH�YDULRXV�GHJUHHV�RI� REOLJDWLRQV� IRU� ERWK� VLGHV� WR� FRRUGLQDWH� WKHLU�GHFLVLRQV
ZLWK�HDFK�RWKHU��DQG�WKHVH�REOLJDWLRQV�PD\�YDU\�E\�VXEMHFWV��$�SDUWLFXODUO\�FUXFLDO�GLPHQVLRQ�LV
WKH�H[WHQW�WR�ZKLFK�PHPEHU�DVVRFLDWLRQV�DUH�IUHH�WR�FRQWUDFW�RU�H[FKDQJH�LQIRUPDWLRQ�ZLWK�WKLUG
SDUWLHV�VXFK�DV�WUDGH�XQLRQV�RU�WKH�VWDWH�

����3DWWHUQ�RI�&RQILJXUDWLRQ�EHWZHHQ�0HPEHU�$VVRFLDWLRQV��&RPSOHWHQHVV��1RQ�&RPSHWLWLYHQHVV��0XWXDO
([FOXVLYHQHVV��6WUXFWXUDO�8QLIRUPLW\��7KH�FDSDFLW\�RI�D�KLJKHU�RUGHU�DVVRFLDWLRQ�WR�FRRUGLQDWH�WKH
DFWLYLWLHV�RI�LWV�DIILOLDWHV�ILQGV�DQ�LQGLUHFW�H[SUHVVLRQ�LQ�WKH�DIILOLDWHVª�VWUXFWXUDO�SDWWHUQ�RI�FRQILJX�
UDWLRQ��$�KLJKHU�RUGHU�DVVRFLDWLRQªV�V\VWHP�RI�DIILOLDWHV�PD\�RU�PD\�QRW�EH�FRWHUPLQRXV�ZLWK�WKH
GRPDLQ�ERXQGDULHV�RI�WKH�KLJKHU�RUGHU�DVVRFLDWLRQ��LW�PD\�HLWKHU�EH�LQFRPSOHWH��OHDYLQJ�§EODQN
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VSRWV¨�QRW� FRYHUHG�E\�PHPEHU�DVVRFLDWLRQV����RU� LW�PD\�RYHUODS� LQWR�DUHDV�ZKLFK�DUH�RXWVLGH
WKH�KLJKHU�RUGHU�DVVRFLDWLRQªV�GRPDLQ�¥�ZKLFK�PD\�OHDG�WR�DIILOLDWLRQ�RI�PHPEHU�DVVRFLDWLRQV�WR
PRUH� WKDQ� RQH� KLJKHU�RUGHU� DVVRFLDWLRQ�� )XUWKHUPRUH�� WKH� GRPDLQV� RI� DIILOLDWHG� DVVRFLDWLRQV
PD\�RYHUODS�LQWHUQDOO\�DQG�WKHUH�PD\�HYHQ�EH�FRPSHWLWLRQ�DPRQJ�DIILOLDWHV�RI�WKH�VDPH�KLJKHU�
RUGHU�DVVRFLDWLRQ�IRU�PHPEHUV��)LQDOO\��DIILOLDWH�DVVRFLDWLRQV�PD\�ZLGHO\�GLIIHU� LQ� WKHLU�RUJDQ�
L]DWLRQDO�VWUXFWXUHV��WKXV�PDNLQJ�FHQWUDO�FRRUGLQDWLRQ�DQG�VWDQGDUGL]DWLRQ�RI�DFWLYLWLHV�GLIILFXOW
RU� HYHQ� LPSRVVLEOH� WR� DFKLHYH��+LJKHU�RUGHU� DVVRFLDWLRQV� FDQ� EH� DVVXPHG� WR� EH� LQWHUHVWHG� LQ
KDYLQJ�D�V\VWHP�RI�DIILOLDWH�DVVRFLDWLRQV�ZKLFK�LV�FRWHUPLQRXV�ZLWK�WKHLU�RYHUDOO�GRPDLQ��FRP�
SOHWH�� LQWHUQDOO\� QRQFRPSHWLWLYH� DQG�PXWXDOO\� H[FOXVLYH�� DQG� DV� VWUXFWXUDOO\� XQLIRUP� DV� SRV�
VLEOH��7KH�H[WHQW�WR�ZKLFK�V\VWHPV�RI�DIILOLDWHV�H[KLELW�WKHVH�FKDUDFWHULVWLFV�LV�DQ�LQGLFDWRU�RI�WKH
KLJKHU�RUGHU�DVVRFLDWLRQªV�FDSDFLW\�IRU�FRRUGLQDWLRQ�¥�SHUKDSV�WKURXJK�DXWKRULWDWLYH�DUELWUDWLRQ
RU�DQ�DXWKRULW\�WR�OLFHQVH�QHZ�DVVRFLDWLRQV�¥�DQG�RI�WKH�GHYHORSPHQW�RI�LWV�RUJDQL]DWLRQDO�SURS�
HUWLHV�

����� ,QWHU�2UJDQL]DWLRQDO�6WUXFWXUHV��$VVRFLDWLRQDO�6\VWHPV

+DYLQJ�FRQVLGHUHG�WKH�VWUXFWXUH�RI�DVVRFLDWLRQV�RI�DVVRFLDWLRQV��ZH�QRZ�VKLIW�WR�D�QHZ�OHYHO�RI
DQDO\VLV�WR�GLVFXVV�WKH�VWUXFWXUDO�SURSHUWLHV�RI�DVVRFLDWLRQDO�V\VWHPV��$V�ZH�KDYH�VDLG�DERYH��DQ
DVVRFLDWLRQDO�V\VWHP�IRU�RXU�SXUSRVHV�LV�WKH�XQLYHUVH�RI�%,$V�UHSUHVHQWLQJ�LQWHUHVWV�IURP�D�SDU�
WLFXODU�VHFWRU��6HFWRUDO�DVVRFLDWLRQDO�V\VWHPV�LQFOXGH�ERWK�PHPEHUVKLS�DVVRFLDWLRQV�DQG�KLJKHU�
RUGHU�DVVRFLDWLRQV�� WKH\�FRQVLVW�RI�DOO�%,$V�LQ�ZKLFK�ILUPV�EHORQJLQJ�WR�D�SDUWLFXODU�VHFWRU�DUH
GLUHFWO\�RU�LQGLUHFWO\�RUJDQL]HG��6HFWRUDO�V\VWHPV�RI�%,$V�FDQ�GLIIHU�LQ�WHUPV�RI�WKH�QXPEHU�DQG
NLQG�RI�XQLWV�RI�ZKLFK�WKH\�DUH�FRPSRVHG��DV�ZHOO�DV�LQ�WHUPV�RI�WKH�QXPEHU�DQG�WKH�NLQG�RI�WKH
LQVWLWXWLRQDOL]HG�OLQNDJHV�EHWZHHQ�VXFK�XQLWV�� ,Q�DQDO\WLFDO� WHUPV��WKH�QXPEHU�DQG�WKH�YDULHW\
RI�WKH�XQLWV�LQ�D�V\VWHP�GHWHUPLQH�WKH�V\VWHPªV�OHYHO�RI�GLIIHUHQWLDWLRQ�ZKLOH�WKH�QXPEHU�DQG�WKH
VWUHQJWK�RI�LQWHU�XQLW�OLQNDJHV�GHWHUPLQH�WKH�V\VWHPªV�GHJUHH�RI�LQWHJUDWLRQ����:KLOH�GLIIHUHQWLD�
WLRQ�SURGXFHV�FRPSOH[LW\��LQWHJUDWLRQ�RUGHUV�WKDW�FRPSOH[LW\�DQG�ELQGV�GLIIHUHQW�XQLWV�WRJHWKHU
LQ�FRRUGLQDWHG�SDWWHUQV�RI� LQWHUDFWLRQ��6RFLDO� V\VWHPV�PD\�EH�PRUH�RU� OHVV�GLIIHUHQWLDWHG�RU�FRP�
SOH[��DQG�WKH\�PD\�EH�PRUH�RU�OHVV�LQWHJUDWHG�RU�RUJDQL]HG��§RUGHUHG¨��

$V�SUHYLRXVO\�VWDWHG��LQFUHDVLQJ�GHYHORSPHQW�RI�%,$�RUJDQL]DWLRQDO�SURSHUWLHV�LPSOLHV�JURZLQJ
LQWHUQDOL]DWLRQ� RI� UHODWLRQVKLSV� EHWZHHQ� LQWHUHVW� VHJPHQWV� LQ� HQFRPSDVVLQJ� RUJDQL]DWLRQV�
*LYHQ�D�GHILQHG�LQWHUHVW�GRPDLQ��WKH�%,$V�RUJDQL]LQJ�WKH�LQWHUHVWV�LQFOXGHG�LQ�LW�VKRXOG�EHFRPH
LQFUHDVLQJO\�EURDGHU�LQ�VFRSH��ODUJHU�LQ�VL]H�DQG�IHZHU�LQ�QXPEHU�DV�WKH\�GHYHORS�WKHLU�RUJDQ�
L]DWLRQDO� SURSHUWLHV�� ,Q� WKLV� VHQVH�� LQWHU�DVVRFLDWLRQDO� V\VWHPV� DW� D� KLJK� OHYHO� RI� GHYHORSPHQW
VKRXOG�EH�OHVV�GLIIHUHQWLDWHG�DQG�FRPSOH[�WKDQ�LQWHU�DVVRFLDWLRQDO�V\VWHPV�DW�D�ORZ�OHYHO�RI�GH�
YHORSPHQW��2Q�WKH�RWKHU�KDQG��DW�DQ\�JLYHQ�OHYHO�RI�LQWHU�DVVRFLDWLRQDO�GLIIHUHQWLDWLRQ�DQG�ZLWK
D�JLYHQ�QXPEHU�RI�FRPSRQHQW�DVVRFLDWLRQV�EHORQJLQJ�WR�DQ�LQWHU�DVVRFLDWLRQDO�V\VWHP��RUJDQL]D�
WLRQDO�GHYHORSPHQW�LQYROYHV�DQ�LQFUHDVH�LQ�WKH�QXPEHU�DQG�VWUHQJWK�RI� LQWHU�XQLW� OLQNDJHV��LQ
WKH�V\VWHPªV�GHJUHH�RI�§RUJDQL]DWLRQ¨�DQG�� LQ�WKLV�VHQVH�� LQWHJUDWLRQ���7KH�PRUH�QXPHURXV�DQG
WKH�VWURQJHU�VXFK�OLQNDJHV�¥�LQFOXGLQJ�WKH�SUROLIHUDWLRQ�DQG�WKH�LQFUHDVLQJ�KLHUDUFKLFDO�LQWHJUD�
WLRQ�RI�KLJKHU�RUGHU�DVVRFLDWLRQV�¥�WKH�JUHDWHU�LV�WKH�GHJUHH�RI�FRRUGLQDWLRQ�WKDW�FDQ�EH�DFKLHYHG
ZLWKLQ�WKH�DVVRFLDWLRQDO�V\VWHP�

�������������������������������������������������������
�� 2QH�FRQVHTXHQFH�FRXOG�EH�WKDW�WKH�KLJKHU�RUGHU�DVVRFLDWLRQ�ZRXOG�KDYH�WR�DGPLW�GLUHFW�ILUP�PHP�

EHUVKLS��WKXV�LQFUHDVLQJ�LWV�LQWHUQDO�FRRUGLQDWLRQ�SUREOHPV�
�� ,Q�RWKHU�ZRUGV��ZH�DUH�XVLQJ�WKH�WHUP�§LQWHJUDWLRQ¨�LQ�D�KLJKO\�DEVWUDFW�VHQVH�WR�GHQRWH�DQ\�IRUP�RI

LQVWLWXWLRQDOL]HG�§UHODWHGQHVV¨��FRPSOHPHQWDULW\��§RUGHU¨��HWF�
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2XU�VXEVWDQWLYH�SXUSRVH�LQ�WU\LQJ�WR�FDWDORJXH�WKH�VWUXFWXUDO�GLPHQVLRQV�RI�DVVRFLDWLRQDO�V\V�
WHPV�LV�WR�GHWHUPLQH�WKH�ZD\V�LQ�ZKLFK�%,$V�LQ�D�JLYHQ�VHFWRU�FRSH�ZLWK�WKH�SUREOHPV�FUHDWHG
E\�WKH�VLPXOWDQHRXV�GLYHUVLW\�DQG�LQWHUGHSHQGHQFH�RI�WKHLU�LQWHUHVWV��:H�DVVXPH�WKDW�LQGLYLG�
XDO�%,$V�RQFH�HVWDEOLVKHG�ZLOO�SUHIHU�WR�VWD\�DXWRQRPRXV�DQG�WR�FRQGXFW�WKHLU�DIIDLUV�ZLWKRXW
LQWHUIHUHQFH�E\�RWKHU�DVVRFLDWLRQV��+RZHYHU��LI�DVVRFLDWLRQV�DUH�SHUPLWWHG�WR�RUJDQL]H�IUHHO\�DQG
LQGHSHQGHQWO\��WKHLU�GRPDLQV�ZLOO�RYHUODS��WKHLU�REMHFWLYHV�ZLOO�FRQIOLFW��DQG�WKHLU�LQIOXHQFH�RQ
WKHLU�HQYLURQPHQW�ZLOO�EH�ZHDNHQHG�E\�WKH�VLPXOWDQHRXV�EXW�XQFRRUGLQDWHG�DFWLYLWLHV�RI�RWKHU
%,$V��,QWHU�DVVRFLDWLRQDO�VWUXFWXUHV�DUH�EXLOW�XS�LQ�UHVSRQVH�WR�WKH�SUREOHPV�FUHDWHG�E\�VHSDUDWH�
DXWRQRPRXV�DFWLRQ�DQG�SOXUDOLVWLF� FRPSHWLWLRQ��:KLOH� VXFK� VWUXFWXUHV�PD\�EH� LPSRVHG�XSRQ
%,$V�E\�RXWVLGH�DJHQWV�¥�DQG�PD\�KDYH�WR�EH�LPSRVHG�LQ�WKLV�ZD\�LI�WKH\�DUH�WR�FRPH�DERXW�DW
DOO�¥�WKH\�QHYHUWKHOHVV�UHSUHVHQW�DQ�RUJDQL]DWLRQDO�UHVSRQVH�WR�LQWHUHVW�GLYHUVLW\�

'LIIHUHQWLDWLRQ�DQG�LQWHJUDWLRQ�LQ�DVVRFLDWLRQDO�V\VWHPV�FDQ�RFFXU�LQ�D�KRUL]RQWDO�DQG�LQ�D�YHUWL�
FDO�GLPHQVLRQ��+RUL]RQWDO�GLIIHUHQWLDWLRQ�§FUHDWHV¨�D�ZLGH�YDULHW\�RI�DVVRFLDWLRQV�VSHFLDOL]LQJ�LQ
WKH� UHSUHVHQWDWLRQ� RI� GLIIHUHQW� DQG� GLYHUJHQW� NLQGV� RI� LQWHUHVWV�� 7KH� LQHYLWDEOH� UHVXOW� RI� XQ�
UHJXODWHG�KRUL]RQWDO�GLIIHUHQWLDWLRQ�RI� FROOHFWLYH� DFWLRQ�XQLWV� LV� FRPSHWLWLRQ� IRU�PHPEHUV� DQG
UHVRXUFHV�KHOG�E\�WKLUG�SDUWLHV��FRQIOLFWV�RYHU�WHUPV�RI�PXWXDO�H[FKDQJH��DQG�HFRQRPLF�DQG�SR�
OLWLFDO�LQIOXHQFH�SUREOHPV�UHVXOWLQJ�IURP�VXERSWLPDO�VL]H��7KH�PRUH�G\VIXQFWLRQDO�WKH�IULFWLRQV
UHVXOWLQJ�IURP�SOXUDOLVWLF�GLIIHUHQWLDWLRQ�EHFRPH�HLWKHU�IRU�WKH�DIIHFWHG�LQWHUHVWV�WKHPVHOYHV�RU
IRU�SRZHUIXO�RXWVLGHUV��WKH�JUHDWHU�WKH�SUHVVXUH�ZLOO�EH�IRU�WKH�GHYHORSPHQW�RI�LQVWLWXWLRQDOL]HG
PHFKDQLVPV�RI�LQWHJUDWLRQ��,QWHJUDWLRQ�EHWZHHQ�GLIIHUHQW�FROOHFWLYH�DFWRUV�FDQ�WDNH�SODFH�HLWKHU
E\� FRQWUDFW� �§KRUL]RQWDO� LQWHJUDWLRQ¨�� RU� E\� DXWKRULW\� �§KLHUDUFKLFDO� LQWHJUDWLRQ¨��� ,QWHJUDWLRQ
E\�FRQWUDFW�LQYROYHV�WKH�QHJRWLDWLRQ�RI�PXWXDO�DJUHHPHQWV�RQ�GRPDLQ�ERXQGDULHV��H[FKDQJH�RI
LQIRUPDWLRQ��FRGHV�RI�FRQGXFW�LQ�FRPSHWLWLRQ��FRRUGLQDWLRQ�RI�SROLWLFDO�VWUDWHJLHV��VKDULQJ�RI�UH�
VRXUFHV�� MRLQW�YHQWXUHV�� WDVN�IRUFHV��HWF�� ,QWHJUDWLRQ�E\�DXWKRULW\��RU�KLHUDUFKLFDO� LQWHJUDWLRQ�� LV
OLNHO\�WR�EH�UHVRUWHG�WR�RQO\�ZKHQ�KRUL]RQWDO�LQWHJUDWLRQ�E\�YROXQWDU\�FRQWUDFW�IDLOV�WR�SURGXFH
WKH�GHVLUHG��RU�UHTXLUHG��UHVXOWV�

6LQFH� KRUL]RQWDOO\� QHJRWLDWHG� FRRUGLQDWLRQ� LV� EXUGHQHG� ZLWK� FRQVLGHUDEOH� §3ULVRQHUªV� 'L�
OHPPD¨� SUREOHPV�� LWV� FDSDFLW\� WR� UHJXODWH� FRPSHWLWLRQ� DQG� UHVROYH� FRQIOLFW� LV� IXQGDPHQWDOO\
OLPLWHG��+LHUDUFKLFDO�LQWHJUDWLRQ�LQ�DVVRFLDWLRQDO�V\VWHPV�PD\�LQYROYH�WKH�FUHDWLRQ�RI�§DVVRFLD�
WLRQV�RI�DVVRFLDWLRQV¨�ZLWK�WKH�VSHFLDOL]HG�SXUSRVH�RI�FRRUGLQDWLQJ�E\�DXWKRULWDWLYH�PHDQV�WKH
DFWLYLWLHV�RI�RWKHU�DVVRFLDWLRQV�DW� ORZHU� OHYHOV�RI� LQWHUHVW�DJJUHJDWLRQ� �YHUWLFDO�GLIIHUHQWLDWLRQ��
$VVRFLDWLRQV�RI�DVVRFLDWLRQV��OLNH�WKHLU�FRQVWLWXHQW�RUJDQL]DWLRQV��PD\�ILQG�WKHPVHOYHV�LQ�FRP�
SHWLWLRQ� RU� LQ� FRQIOLFW�ZLWK� HDFK� RWKHU�� DQG� WKLV�PD\�PDNH� LW� QHFHVVDU\� IRU� WKHP� WR� GHYHORS
IRUPV�RI�§KRUL]RQWDO¨�FRRSHUDWLRQ�RU��LI�WKLV�SURYHV�LQVXIILFLHQW��WR�SURFHHG�WR�VWLOO�KLJKHU�OHYHOV
RI�YHUWLFDO�GLIIHUHQWLDWLRQ�DQG�WR�VHW�XS�RU�DFFHSW�IXUWKHU��PRUH�HQFRPSDVVLQJ�KLJKHU�RUGHU�DV�
VRFLDWLRQV��7KH�H[WHQW�WR�ZKLFK�WKLV�UHVXOWV�LQ�HIIHFWLYH�DXWKRULWDWLYH�FRRUGLQDWLRQ��§KLHUDUFKLFDO
LQWHJUDWLRQ¨��GHSHQGV�RQ�ZKHWKHU�KLJKHU�RUGHU�DVVRFLDWLRQV�VXFFHHG�LQ�RUJDQL]LQJ�DOO�UHOHYDQW
ORZHU�OHYHO�DVVRFLDWLRQV�DQG�LQ�GHYHORSLQJ�VXIILFLHQW� LQWHUQDO�FRQWURO�FDSDFLWLHV�� ,Q�WKH�IROORZ�
LQJ�ZH�ZLOO� LQWURGXFH�D�VHULHV�RI�RSHUDWLRQDO� LQGLFDWRUV� IRU�HDFK�RI� WKH� IRXU�VWUXFWXUDO�GLPHQ�
VLRQV�LQ�ZKLFK�VHFWRUDO�V\VWHPV�RI�LQWHUHVW�DVVRFLDWLRQV�FDQ�EH�DQDO\]HG�

���� +RUL]RQWDO� 'LIIHUHQWLDWLRQ�� %\� WKH� KRUL]RQWDO� GLIIHUHQWLDWLRQ� RI� DQ� DVVRFLDWLRQDO� V\VWHP� ZH
PHDQ�WKH�H[WHQW�DQG�WKH�ZD\�LQ�ZKLFK�WKH�EDVH�RI�WKH�V\VWHP�LV�GLYLGHG�LQWR�WKH�GRPDLQV�RI�GLI�
IHUHQW�DVVRFLDWLRQV��$�VLPSOH�DQG�VWUDLJKWIRUZDUG� LQGLFDWRU�RI�KRUL]RQWDO�GLIIHUHQWLDWLRQ� LV�WKH
QXPEHU�RI�ILUVW�RUGHU�PHPEHUVKLS�DVVRFLDWLRQV�WKH�V\VWHP�FRQWDLQV��7KH�PHDVXUH�GRHV�QRW��KRZHYHU�
WDNH� DFFRXQW� RI� WKH� OLQHV� DORQJ�ZKLFK�PHPEHUVKLS� DVVRFLDWLRQV� DUH�GLIIHUHQWLDWHG� �GLUHFWLRQ� RI
VSHFLDOL]DWLRQ���DQG�LW�VD\V�QRWKLQJ�DERXW�WKH�FRQILJXUDWLRQ�EHWZHHQ�WKHP��LQ�SDUWLFXODU��DERXW�WKH
H[WHQW�WR�ZKLFK�WKH�V\VWHP�LV�LQWHUQDOO\�FRPSHWLWLYH�
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'LUHFWLRQ�RI�6SHFLDOL]DWLRQ��+RUL]RQWDO�GLIIHUHQWLDWLRQ�LV�D�UHVXOW�RI�VSHFLDOL]DWLRQ��ZKHUH�RQH�DOO�
HQFRPSDVVLQJ�DQG�PXOWL�IXQFWLRQDO�DVVRFLDWLRQ�FRXOG�H[LVW��WKHUH�DUH�LQ�IDFW�VHYHUDO�DVVRFLDWLRQV
ZLWK�QDUURZHU��PRUH�VSHFLDOL]HG�LQWHUHVW�GRPDLQV��6SHFLDOL]DWLRQ�PD\�EH�E\�WHUULWRU\��SURGXFW�
WDVN��ILUP�VL]H��LGHRORJ\�HWF���RU�DQ\�FRPELQDWLRQ�RI�WKHVH��7KH�SUHYDLOLQJ�GLUHFWLRQ�RI�VSHFLDOL�
]DWLRQ�PD\� GLIIHU� EHWZHHQ� DVVRFLDWLRQDO� V\VWHPV� GHSHQGLQJ� RQ�ZKLFK� LQWHUHVW� GLYLVLRQV� WDNH
SUHFHGHQFH�RYHU�RWKHUV� LQ� WKH�SHUFHSWLRQ�RI� UHOHYDQW�DFWRUV��:KLOH� VRPH�V\VWHPV�PD\�FRQVLVW
SULPDULO\�RI�QDWLRQDO�SURGXFW��RU� VHFWRU�VSHFLILF� DVVRFLDWLRQV�� RWKHUV�PD\� FRQWDLQ� D� ODUJH�SUR�
SRUWLRQ�RI�ORFDOO\�EDVHG�EXW�VHFWRU�XQVSHFLILF�DVVRFLDWLRQV�

$QRWKHU�SRVVLEOH�GLUHFWLRQ�RI�VSHFLDOL]DWLRQ� LV�E\� WDVN��6SHFLDOL]DWLRQ�E\� WDVN�FUHDWHV�GLIIHUHQW
DVVRFLDWLRQV� ZLWK� FRPSOHPHQWDU\� IXQFWLRQV�� &RPSOHPHQWDULW\� EHWZHHQ� LQWHUHVW� DVVRFLDWLRQV
PHDQV� WKDW�PHPEHUVKLS� LQ� WKHP� LV� QRW�PXWXDOO\� H[FOXVLYH��PHPEHUV�PD\� MRLQ� DQ\� RU� DOO� RI
WKHP�DW�WKH�VDPH�WLPH�VLQFH�HDFK�DSSHDOV�WR�D�GLIIHUHQW�DVSHFW�RI�WKHLU�LQWHUHVWV��)RU�H[DPSOH��LQ
PRVW�VHFWRUV�RI�*HUPDQ�LQGXVWU\��ILUPV�FDQ�EH��DQG�DUH��PHPEHUV�RI�WKUHH�W\SHV�RI�%,$V��WKH�,Q�
GXVWULH��XQG�+DQGHOVNDPPHU��DQ�HPSOR\HUV�DVVRFLDWLRQ�DQG�D�WUDGH�DVVRFLDWLRQ�

&RQILJXUDWLRQ�� &RPSHWLWLRQ�� 7ZR� DVVRFLDWLRQV� DUH� LQ� FRPSHWLWLRQ� ZLWK� HDFK� RWKHU� ZKHQ� WKHLU
GRPDLQV�RYHUODS�LQ�D�SDUWLFXODU�ZD\��7KH�PRVW�FRPPRQ�IRUP�RI�RYHUODS�UHVXOWV�ZKHQ�RQH�DVVR�
FLDWLRQ�GRHV�QRW�GHILQH� LWV�GRPDLQ� LQ� WHUPV�RI�D�SDUWLFXODU�SDUDPHWHU�ZKLOH�DQRWKHU�GRHV� �VHH
DERYH����������)RU�LQVWDQFH��LI�RQH�EXVLQHVV�DVVRFLDWLRQ�OLPLWV�HOLJLELOLW\�IRU�PHPEHUVKLS�WR�VPDOO
RU�ODUJH�ILUPV�ZKLOH�WKH�RWKHU�OHDYHV�WKLV�SDUDPHWHU�XQGHILQHG��WKHLU�GRPDLQV�¥�HYHU\WKLQJ�HOVH
EHLQJ�HTXDO�¥�RYHUODS��WKH�SRWHQWLDO�PHPEHUV�RI�WKH�ILUVW��PRUH�VSHFLDOL]HG�DVVRFLDWLRQ�DUH�DOVR
SRWHQWLDO�PHPEHUV�RI�WKH�VHFRQG��JHQHUDO�DVVRFLDWLRQ��7KH�DUHD�RI�RYHUODS��LQ�WKLV�FDVH��LV�FRH[�
WHQVLYH�ZLWK�WKH�WRWDO�GRPDLQ�RI�RQH�RI�WKH�DVVRFLDWLRQV��EXW�FRYHUV�RQO\�SDUW�RI�WKH�GRPDLQ�RI
WKH�RWKHU�

2YHUODS�PD\� DOVR� H[LVW� RQ�SDUDPHWHUV� GHILQHG� E\� ERWK� DVVRFLDWLRQV�� 7KXV�� DQ� DVVRFLDWLRQ� H[�
WHQGLQJ� LWV� GRPDLQ� RYHU� D�SDUWLFXODU�SURGXFW� UDQJH�PD\� LQFOXGH� VRPH�RU� DOO� RI� WKH�SURGXFWV
FODLPHG�IRU�UHSUHVHQWDWLRQ�E\�DQRWKHU�DVVRFLDWLRQ��/LNHZLVH��FHUWDLQ�FDWHJRULHV�RI�PLGGOH�VL]HG
ILUPV�PD\�EH� LQFOXGHG�ZLWKLQ� WKH�GRPDLQV�RI� VPDOO�EXVLQHVV�DV�ZHOO� DV�ELJ�EXVLQHVV�DVVRFLD�
WLRQV��2YHUODS�DOZD\V�H[LVWV�RQ�SDUDPHWHUV�WKDW�DUH�OHIW�XQVSHFLILHG�E\�ERWK�RI�WKH�DVVRFLDWLRQV
FRQFHUQHG�

:KHWKHU� RU� QRW� GRPDLQ� RYHUODS� RQ� D�SDUWLFXODU� VWUXFWXUDO� SDUDPHWHU�PD\� OHDG� WR� FRPSHWLWLRQ
GHSHQGV�RQ�KRZ�WKH�RWKHU�SDUDPHWHUV�DUH�GHILQHG��,I�WKH�GRPDLQV�RI�WZR�DVVRFLDWLRQV�DUH�PX�
WXDOO\�H[FOXVLYH�RQ�RQO\�RQH��IXQFWLRQDO�RU�VWUXFWXUDO��SDUDPHWHU�� WKHUH�FDQ�EH�QR�FRPSHWLWLRQ
KRZHYHU�PXFK�RYHUODS�WKHUH�PD\�RWKHUZLVH�EH��)RU�FRPSHWLWLRQ�WR�RFFXU��WKH�SRVVLEOH�SDUDPHWHUV�RI
DVVRFLDWLRQDO�GRPDLQV�PXVW�HLWKHU�EH�XQGHILQHG�E\�ERWK�VLGHV��RU�GHILQHG�E\�RQO\�RQH��RU�GHILQHG�E\�ERWK
LQ�D�QRQ�H[FOXVLYH�SDWWHUQ��)RU�H[DPSOH�� LI� WZR�DVVRFLDWLRQV�RUJDQL]H� ILUPV�SURGXFLQJ� WKH�VDPH
SURGXFWV�DQG�VLWXDWHG�LQ�WKH�VDPH�WHUULWRU\��EXW�RQH�RI�WKHP�DGPLWV�IRU�PHPEHUVKLS�RQO\�ILUPV
ZLWK�OHVV�WKDQ������HPSOR\HHV�ZKLOH�WKH�RWKHU�DGPLWV�RQO\�ILUPV�ZLWK�PRUH�WKDQ�������WKHUH�FDQ
EH�QR�FRPSHWLWLRQ�EHWZHHQ�WKHP��7KH�DUHD�RI�FRPSHWLWLRQ��RU�WKH�§FRPSHWLWLYH�VSDFH¨��RI� WZR
PXWXDOO\� QRQH[FOXVLYH� DVVRFLDWLRQV� LV� GHILQHG� E\� WKH� SDUDPHWHUV� RQ� ZKLFK� WKH� DVVRFLDWLRQV
RYHUODS��$� FRPSHWLWLYH� VSDFH� LV� SRSXODWHG� E\� D� JURXS� RI� SRWHQWLDO�PHPEHUV�ZLWK� SURSHUWLHV
WKDW�PDNH�WKHP�IDOO�LQWR�WKH�GRPDLQV�RI�WZR�RU�PRUH��QRW�PXWXDOO\�H[FOXVLYH��DVVRFLDWLRQV��7KH
KLJKHU�WKH�QXPEHU�RI�SDUDPHWHUV�RQ�ZKLFK�D�FRPSHWLWLYH�VSDFH�LV�GHILQHG��WKH�VPDOOHU�DQG�WKH
PRUH�KRPRJHQHRXV�WKH�JURXS�SRSXODWLQJ�LW��DQG�WKH�PRUH�VSHFLDOL]HG�WKH�LQWHUHVWV�IRU�ZKRVH
UHSUHVHQWDWLRQ�DVVRFLDWLRQV�PD\�FRPSHWH�
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&RPSHWLWLRQ�EHWZHHQ�DVVRFLDWLRQV�PD\�WDNH�GLIIHUHQW�IRUPV��/LNH�FRPSHWLWLRQ�EHWZHHQ�ILUPV�RQ
D�SURGXFW�PDUNHW�� LQWHU�DVVRFLDWLRQDO�FRPSHWLWLRQ�PD\�EH�RI�YDU\LQJ�QDWXUH�DQG� LQWHQVLW\��$Q
H[WUHPH�FDVH�ZRXOG�EH�DVVRFLDWLRQV�PDNLQJ�DFWLYH�HIIRUWV�DW�SHUVXDGLQJ�HDFK�RWKHUªV�PHPEHUV
WR�FKDQJH��7KH�RWKHU�H[WUHPH�ZRXOG�EH�D�NLQG�RI�ROLJRSROLVWLF�FR�H[LVWHQFH�EDVHG�RQ�D�PXWXDOO\
UHFRJQL]HG�VHJPHQWDWLRQ�RI� WKH� MRLQW�PDUNHW��$OWKRXJK�LQ�WKLV�FDVH�IRUPDO�GRPDLQV�VWLOO�RYHU�
ODS��DQG�WKHUH�LV�VWLOO�D�JURXS�RI�SRWHQWLDO�PHPEHUV�ZKR�FRXOG�MRLQ�HLWKHU�RI�WKH�DVVRFLDWLRQV��LQ
SUDFWLFH�WKH\�KDYH�EHFRPH�PXWXDOO\�H[FOXVLYH��%HWZHHQ�WKHVH�H[WUHPHV��WKHUH�DUH�YDULRXV�IRUPV
RI�UHJXODWLRQ�RI�FRPSHWLWLRQ��LQFOXGLQJ�§QRQ�UDLGLQJ¨�DJUHHPHQWV��SULFH�IL[LQJ��HWF�

,QWHU�DVVRFLDWLRQDO�FRPSHWLWLRQ�FDQ�EH�HQGHG�E\�IRUPDOO\�UHGHILQLQJ�RUJDQL]DWLRQDO�GRPDLQV�VR
WKDW�WKH\�EHFRPH�PXWXDOO\�H[FOXVLYH��0DNLQJ�D�SDUDPHWHU�RI�GRPDLQ�GHPDUFDWLRQ�PXWXDOO\�H[�
FOXVLYH�LV�VXIILFLHQW�WR�HQG�FRPSHWLWLRQ��$VVRFLDWLRQV�DUH�FRQWLQXDOO\�HQJDJHG�LQ�UHYLHZLQJ�WKH
ERXQGDULHV�RI�WKHLU�GRPDLQV��HYHQ�LI�QRW�IRUFHG�WR�GR�VR�E\�FRPSHWLWLRQ��5HGHILQLQJ�GRPDLQ�SD�
UDPHWHUV�PD\�EH�DQ�RUJDQL]DWLRQDO�UHVSRQVH�WR�����GLIILFXOWLHV�LQ�PDQDJLQJ�LQWHUQDO�LQWHUHVW�GL�
YHUVLW\������VXERSWLPDO�VL]H������FKDQJHV�LQ�WKH�HFRQRPLF�VWUXFWXUH�ZKLFK�UHVXOW�LQ�GHFOLQLQJ�RU
LQFUHDVLQJ�LQWHUGHSHQGHQFH�EHWZHHQ�LQWHUHVWV��ZKLFK�FUHDWH�QHZ�LQWHUHVWV�RU�PDNH�ROG�RQHV�GLV�
DSSHDU��RU�����FKDQJHV�LQ�WKH�SROLWLFDO�V\VWHP�VXFK�DV�WKH�FUHDWLRQ�RI�QHZ�JRYHUQPHQW�GHSDUW�
PHQWV�RU�VKLIWV�LQ�WHUULWRULDO�ERXQGDULHV��5HGHILQLWLRQ�RI�DVVRFLDWLRQDO�GRPDLQV��SHUKDSV�EXW�QRW
H[FOXVLYHO\�WKURXJK�PHUJHU��PD\�DOVR�EH�FDXVHG�E\�GLUHFW�RU�LQGLUHFW�JRYHUQPHQW�LQWHUYHQWLRQ
DLPHG�DW�FUHDWLQJ�PRUH�HQFRPSDVVLQJ�DQG�PRUH�JRYHUQDEOH�XQLWV�RI�LQWHUHVW�LQWHUPHGLDWLRQ�

7KH�DPRXQW�RI�FRPSHWLWLRQ� LQ�DQ�DVVRFLDWLRQDO�V\VWHP�FDQ�EH�H[SUHVVHG�E\�WKUHH�VLPSOH� LQGL�
FDWRUV������WKH�QXPEHU�RI�FRPSHWLWLYH�VSDFHV�LQ�WKH�VHFWRU������WKH�SHUFHQWDJH�RI�PHPEHUVKLS�DVVRFLDWLRQV
LQ�WKH�V\VWHP�HQJDJHG� LQ�FRPSHWLWLRQ�ZLWK�RWKHU�DVVRFLDWLRQV� IRU�PHPEHUV� IURP�WKH�VHFWRU�� ���� WKH�SHU�
FHQWDJH�RI� �SRVVLEOH��PHPEHUV� LQ�WKH�VHFWRU�ZKR�KDYH�D�FKRLFH�EHWZHHQ�WZR�RU�PRUH�FRPSHWLQJ�DVVRFLD�
WLRQV�LQ�DW�OHDVW�RQH�FDWHJRU\�RI�SRVVLEOH�PHPEHUVKLS�

����9HUWLFDO�'LIIHUHQWLDWLRQ��%\�YHUWLFDO�GLIIHUHQWLDWLRQ�ZH�PHDQ� WKH� H[WHQW� WR�ZKLFK�DQ�DVVRFLD�
WLRQDO�V\VWHP�FRQVLVWV�RI�DVVRFLDWLRQV�VSHFLDOL]LQJ�LQ�WKH�FRRUGLQDWLRQ�RI� WKH�DFWLYLWLHV�RI�RWKHU
DVVRFLDWLRQV��$Q�DVVRFLDWLRQDO�V\VWHP�LV�YHUWLFDOO\�GLIIHUHQWLDWHG� LI� LW� FRQWDLQV� �§KLJKHU�RUGHU¨�
DVVRFLDWLRQV� UHSUHVHQWLQJ� DJJUHJDWHV� RI� LQWHUHVWV� WKDW� DUH� VHSDUDWHO\� UHSUHVHQWHG� E\� RWKHU
�§ORZHU�RUGHU¨�� DVVRFLDWLRQV� LQ� WKH� V\VWHP��$VVRFLDWLRQDO� V\VWHPV� WKDW�GR�QRW� FRQWDLQ�KLJKHU�
RUGHU�DVVRFLDWLRQV�KDYH�D�YHUWLFDO�GLIIHUHQWLDWLRQ�RI�]HUR��9HUWLFDOO\�GLIIHUHQWLDWHG�V\VWHPV�PD\
YDU\� LQ� WHUPV�RI� WKH� UHODWLYH�QXPEHU�RI�KLJKHU�RUGHU� DVVRFLDWLRQV� WKH\� FRQWDLQ� DV�ZHOO� DV� WKH
QXPEHU�RI�OHYHOV�RI�LQWHUHVW�DJJUHJDWLRQ�WKHVH�UHSUHVHQW��)RU�H[DPSOH��DQ�DVVRFLDWLRQDO�V\VWHP
PD\� FRQVLVW� RI� ��� DVVRFLDWLRQV�� RQH� RI�ZKLFK� LV� D� KLJKHU�RUGHU� DVVRFLDWLRQ�� WKH� SURSRUWLRQ� RI
KLJKHU�RUGHU�DVVRFLDWLRQV�LQ�WKLV�V\VWHP�ZRXOG�EH�ILYH�SHUFHQW��DQG�WKH�QXPEHU�RI�KLHUDUFKLFDO
OHYHOV�ZRXOG�EH�WZR��$QRWKHU�V\VWHP�ZLWK����DVVRFLDWLRQV�PD\�FRQWDLQ�VHYHQ�KLJKHU�RUGHU�DVVR�
FLDWLRQV��)RXU�RI�WKHVH�PD\�EH�§VHFRQG�RUGHU�DVVRFLDWLRQV¨�JURXSLQJ�WRJHWKHU�WKH�LQWHUHVWV�RI�WKH
���PHPEHUVKLS�DVVRFLDWLRQV�� WZR�PD\�EH�§WKLUG�RUGHU�DVVRFLDWLRQV¨�RUJDQL]LQJ� WKHVH� IRXU�� DQG
WKH�UHPDLQLQJ�RQH�PD\�EH�D�§IRXUWK�RUGHU�DVVRFLDWLRQ¨��VHH�)LJXUH�9,���,Q�WKLV�H[DPSOH��WKH�SUR�
SRUWLRQ�RI�KLJKHU�RUGHU�DVVRFLDWLRQV�LV����SHU�FHQW��DQG�WKH�QXPEHU�RI�KLHUDUFKLFDO�OHYHOV�LV�IRXU�

���� +RUL]RQWDO� ,QWHJUDWLRQ�� $Q�$VVRFLDWLRQDO� V\VWHP� LV� KRUL]RQWDOO\� LQWHJUDWHG� WR� WKH� H[WHQW� WKDW
WKHUH�H[LVW�LQVWLWXWLRQDOL]HG�UHODWLRQVKLSV�EHWZHHQ�LWV�FRPSRQHQW�DVVRFLDWLRQV�WKDW�DUH�QRW�PHGL�
DWHG� WKURXJK� KLHUDUFKLFDOO\� VXSHULRU�� PRUH� JHQHUDO� DVVRFLDWLRQV� �§KLJKHU�RUGHU� DVVRFLDWLRQV¨��
,QWHU�DVVRFLDWLRQDO�UHODWLRQVKLSV�DUH�§KRUL]RQWDO¨�LI�QRQH�RI�WKH�SDUWLFLSDQWV�UHSUHVHQWV�WKH�LQWHU�
HVWV�RI�DQRWKHU�SDUWLFLSDQW�DW�D�KLJKHU�OHYHO�RI�DJJUHJDWLRQ��,Q�SDUWLFXODU��WKH\�GR�QRW�LQYROYH�MRLQW
PHPEHUVKLS�LQ�DQ�DVVRFLDWLRQ�VSHFLDOL]LQJ�LQ�DXWKRULWDWLYH�FRRUGLQDWLRQ��$VVRFLDWLRQV�LQYROYHG�LQ
KRUL]RQWDO�UHODWLRQV�PD\�EH�PHPEHUVKLS�DVVRFLDWLRQV�DV�ZHOO�DV�KLJKHU�RUGHU�DVVRFLDWLRQV
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+RUL]RQWDO�UHODWLRQV�EHWZHHQ�DVVRFLDWLRQV�FDQ�EH�FODVVLILHG�LQ�ILYH�FDWHJRULHV�

�D��$G�KRF�DOOLDQFH��7KLV�LV�WKH�ZHDNHVW�IRUP�RI�DQ�LQVWLWXWLRQDOL]HG�KRUL]RQWDO�UHODWLRQVKLS��DQG
LQ�PDQ\�FDVHV�LW�PD\�EH�TXHVWLRQDEOH�ZKHWKHU�DQ�DG�KRF�DOOLDQFH�VKRXOG�EH�FODVVLILHG�DV�LQVWLWX�
WLRQDOL]HG�DW�DOO��,Q�RUJDQL]DWLRQDO�WHUPV��DQ�DG�KRF�DOOLDQFH�LQYROYHV�WKH�FRRUGLQDWLRQ�RI�VWUDWH�
JLHV�DQG�WKH�PXWXDO�H[FKDQJH�RI�LQIRUPDWLRQ�EHWZHHQ�DVVRFLDWLRQV�ZLWK�D�FRPPRQ�LQWHUHVW�RQ�D
SDUWLFXODU�LVVXH��,I�WKLV�LVVXH�LV�UHVROYHG��VR�LV�WKH�DG�KRF�DOOLDQFH�UHODWHG�WR�LW�

�E��-RLQW�WDVN� IRUFH��:KLOH�WDVN�IRUFHV�DUH�DOVR�LVVXH�ERXQG�DQG�WHPSRUDU\�� WKH\�LQYROYH�D�FRP�
PLWPHQW�RI�VWDII�E\�SDUWLFLSDQW�DVVRFLDWLRQV�WR�D�MRLQW�RUJDQL]DWLRQDO�XQLW��7DVN�IRUFHV�SODQ�DQG
FDUU\�RXW�WKH�VWUDWHJLHV�RI�WKHLU�SDUHQW�DVVRFLDWLRQV�LQ�UHODWLRQ�WR�RQH�VSHFLILF�LVVXH��6LQFH�WKH\
DUH�IURP�WKH�EHJLQQLQJ�LQWHQGHG�WR�EH�GLVEDQGHG�DIWHU�WKHLU�PLVVLRQ�LV�FRPSOHWHG��WKH\�XVXDOO\
KDYH�QR�FRQVWLWXWLRQ�RU�FKDUWHU�DQG�WKH\�DUH�QRW�OHJDOO\�LQFRUSRUDWHG�

�F��-RLQW�YHQWXUH��-RLQW�YHQWXUHV�DUH�WDVN�IRUFHV�ZKRVH�WDVN�LV�PRUH�SHUPDQHQW�DQG�ZKLFK�WKHUH�
IRUH�KDYH�D�PRUH�IRUPDOL]HG�VWUXFWXUH��/LNH�KLJKHU�RUGHU�DVVRFLDWLRQV��WKH\�DUH�RUJDQL]DWLRQV�LQ
WKHLU�RZQ�ULJKW�ZLWK�D�VHSDUDWH�FKDUWHU�RU�FRQVWLWXWLRQ�ZKLFK�DUH�FUHDWHG�E\�IRUPDOO\�LQGHSHQG�
HQW�DVVRFLDWLRQV� WR�VHUYH� WKHLU�FRPPRQ�LQWHUHVWV��+RZHYHU��ZKHUHDV�KLJKHU�RUGHU�DVVRFLDWLRQV
DUH�KLHUDUFKLFDOO\�VXSHULRU�WR�WKHLU�FRQVWLWXHQW�DVVRFLDWLRQV��MRLQW�YHQWXUHV�DUH�LQIHULRU�WR�WKHP�
DQG�ZKHUHDV�WKH�PLVVLRQ�RI�D�KLJKHU�RUGHU�DVVRFLDWLRQ�LV�EURDGHU�WKDQ�WKDW�RI�DQ\�RI�LWV�PHP�
EHUV��WKDW�RI�D�MRLQW�YHQWXUH�LV�XVXDOO\�PXFK�VPDOOHU��)UHTXHQWO\��MRLQW�YHQWXUHV�DUH�VHW�XS�WR�UH�
DOL]H� HFRQRPLHV� RI� VFDOH� LQ� WKH� SURGXFWLRQ� RU� SURYLVLRQ� RI� VHUYLFHV� WR� WKH�PHPEHUV�� RU� WKHLU
FUHDWLRQ�LV�HQFRXUDJHG�E\�WD[�ODZ�

�G��$OOLDQFH��$Q�DOOLDQFH�EHWZHHQ�WZR�DVVRFLDWLRQV� LV�D�SHUPDQHQW�FRRSHUDWLYH�UHODWLRQVKLS�H[�
WHQGLQJ�WR�D�EURDG�UDQJH�RI�VXEMHFW�DUHDV�UDWKHU�WKDQ�LQGLYLGXDO�LVVXHV��,W� LQYROYHV�LQVWLWXWLRQ�
DOL]HG� PXWXDO� LQIRUPDWLRQ� DQG� FRQVXOWDWLRQ�� SRVVLEO\� LQ� WKH� IUDPHZRUN� RI� D� VSHFLDO� MRLQW� RU�
JDQL]DWLRQ�RU�WKURXJK�LQWHUORFNLQJ�GLUHFWRUDWHV��$Q�DOOLDQFH��HYHQ�LI�LW�LV�HPERGLHG�LQ�D�MRLQW�RU�
JDQL]DWLRQ�� GLIIHUV� IURP� D� KLJKHU�RUGHU� DVVRFLDWLRQ� LQ� WKDW� LW� H[HUFLVHV� QR� KLHUDUFKLFDO� FRQWURO
RYHU�LWV�PHPEHUV��0RUHRYHU��LW�KDV�QR�VWDII�RU�HOHFWHG�OHDGHUVKLS�RI�LWV�RZQ�EXW�LV�RSHUDWHG�H[FOX�
VLYHO\�E\�SHUVRQQHO�EHORQJLQJ� WR� LWV�PHPEHU�DVVRFLDWLRQV��2Q� WKH�RWKHU�KDQG�� WKH�ERXQGDULHV
EHWZHHQ�DQ�DOOLDQFH�DQG�D�KLJKHU�RUGHU�DVVRFLDWLRQ�DUH�SUREDEO\�EOXUUHG��DQG�LW�LV�SRVVLEOH�WKDW
DOOLDQFHV�WXUQ�LQWR�KLJKHU�RUGHU�DVVRFLDWLRQV�DV�WKH\�GHYHORS�WKHLU�RUJDQL]DWLRQDO�SURSHUWLHV�

�H��6WDII�VKDULQJ��7KH�VKDULQJ�RI�VWDII��RU�PDQSRZHU��EHWZHHQ�WZR�DVVRFLDWLRQV�UHSUHVHQWV�D�IDLUO\
DGYDQFHG� IRUP�RI� UHVRXUFH� VKDULQJ��8VXDOO\�� LW� LV� DFFRPSDQLHG�� DQG� VRPHWLPHV�SUHFHGHG�� E\
MRLQW�XVH�RI�IDFLOLWLHV�VXFK�DV�EXLOGLQJV��RIILFHV��FRPSXWHUV�DQG�WKH�OLNH�

$VVRFLDWLRQV�PD\�VKDUH�HLWKHU�WKHLU�RIILFH�VWDII�RU�WKHLU�HOHFWHG��XQSDLG�OHDGHUVKLS��7KH�ILUVW�FDVH
DSSHDUV�WR�EH�WKH�PRUH�FRPPRQ�RQH��$VVRFLDWLRQV�ZLWK�D�VKDUHG�RIILFH�VWDII�XVXDOO\�KDYH�VHSD�
UDWH� HOHFWHG� OHDGHUV�� $VVRFLDWLRQV� KDYLQJ� WKH� VDPH� HOHFWHG� OHDGHUV� �§3HUVRQDOXQLRQ¨��� RQ� WKH
RWKHU� KDQG�� WHQG� WR� KDYH� VHSDUDWH� RIILFHV��+RUL]RQWDO� LQWHJUDWLRQ� WKURXJK� D� FRPPRQ� HOHFWHG
OHDGHUVKLS�LV�SRVVLEOH�RQO\�EHWZHHQ�DVVRFLDWLRQV�ZLWK�DQ�LGHQWLFDO�PHPEHUVKLS�EDVH�UHSUHVHQW�
LQJ�GLIIHUHQW��FRPSOHPHQWDU\�LQWHUHVWV�RI�WKH�VDPH�FRQVWLWXHQF\��7KH�SRVVLELOLW\�RI�3HUVRQDOXQ�
LRQ�LQ�V\VWHPV�RI�EXVLQHVV�DVVRFLDWLRQV�GHSHQGV�RQ�WKH�SUHVHQFH�RI�LQWHU�DVVRFLDWLRQDO�GLIIHUHQ�
WLDWLRQ�E\� WDVN��%XVLQHVV�DVVRFLDWLRQV�RI�GLIIHUHQW� IXQFWLRQDO� W\SHV� UHSUHVHQWLQJ� WKH� VDPH�FRQ�
VWLWXHQF\�ZLOO�XVXDOO\�QRW�VKDUH�WKHLU�SURIHVVLRQDO�VWDII�VLQFH�WKLV�ZRXOG�XQGR�WKH�DGYDQWDJHV�RI
IXQFWLRQDO�VSHFLDOL]DWLRQ��LI�WKH\�ZDQW�WR�FRRUGLQDWH�WKHLU�DFWLYLWLHV�WKURXJK�DQ�LQVWLWXWLRQDOL]HG
FRRSHUDWLYH� UHODWLRQVKLS�� WKH\�ZLOO� UDWKHU� WHQG� WR� HVWDEOLVK�3HUVRQDOXQLRQ�� )RU� WKLV� UHDVRQ��ZH
VXJJHVW� WR� WUHDW� WKH�VKDULQJ�RI�RIILFH� VWDII�DQG� WKH�HOHFWLRQ�RI� LGHQWLFDO� OHDGHUV�DV� IXQFWLRQDOO\
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HTXLYDOHQW�DQG�WR�FRQVLGHU�ERWK�DV�§VWDII�VKDULQJ¨�DUUDQJHPHQWV�LQGLFDWLQJ�KRUL]RQWDO�FRRSHUD�
WLRQ�EHWZHHQ�DVVRFLDWLRQV���

6WDII�VKDULQJ�DUUDQJHPHQWV�PD\�EH�DV\PPHWULFDO�DQG�DQ�H[SUHVVLRQ�RI�GRPLQDQFH�E\�RQH�DVVR�
FLDWLRQ�RYHU�DQRWKHU��7KLV�LV�WKH�FDVH�LI�WKH�UHVSHFWLYH�VWDII�LV�HPSOR\HG�E\�RQO\�RQH�RI�WKH�SDU�
WLFLSDWLQJ�DVVRFLDWLRQV�DQG� LI� WKH�RWKHU�SDUWLFLSDQWV�DUH�PXFK�VPDOOHU�DQG�XQDEOH� WR� VXVWDLQ�D
VWDII�RI� WKHLU�RZQ��8QGHU�VXFK�FRQGLWLRQV��VWDII�VKDULQJ�DPRXQWV� WR�VXEVLGL]DWLRQ�RI� WKH�VPDOO
SDUWLFLSDQWV�E\�WKH�ODUJH�RQH��DQG�LW�FDQ�EH�H[SHFWHG�WKDW�VXFK�VXEVLGL]DWLRQ�KDV�D�SROLWLFDO�SULFH�

7KH�GHJUHH�RI�KRUL]RQWDO�LQWHJUDWLRQ�RI�DQ�DVVRFLDWLRQDO�V\VWHP�FDQ�EH�PHDVXUHG�LQ�WHUPV�RI�WKH
IUHTXHQF\�RI�LQVWLWXWLRQDOL]HG�FRRSHUDWLYH�UHODWLRQVKLSV�RI�WKH�YDULRXV�NLQGV�WKDW�H[LVW�EHWZHHQ
LWV�PHPEHUV��2I�SDUWLFXODU�LPSRUWDQFH�DW�WKH�V\VWHP�OHYHO�DUH�MRLQW�YHQWXUHV��DOOLDQFHV��DQG�VWDII
VKDULQJ�DUUDQJHPHQWV��$�SRVVLEOH�RSHUDWLRQDO� LQGLFDWRU�RI�KRUL]RQWDO� LQWHJUDWLRQ�ZRXOG�EH�WKH
SHUFHQWDJH�RI�DVVRFLDWLRQV�EHORQJLQJ�WR�WKH�V\VWHP�WKDW�WDNH�SDUW�LQ�RQH�RI�WKH�WKUHH�PRUH�SHUPDQHQW
W\SHV�RI�FRRSHUDWLYH�UHODWLRQVKLSV�

'HQVH�KRUL]RQWDO� LQWHJUDWLRQ�WKURXJK�UHVRXUFH�VKDULQJ�DQG�RU� MRLQW�YHQWXUHV�EHWZHHQ�WZR�RU
PRUH�DVVRFLDWLRQV�PD\�EH�ILUVW�VWHSV�WRZDUGV�D�PHUJHU��$�PHUJHU�GLIIHUV�IURP�WKH�FUHDWLRQ�RI�D
KLJKHU�RUGHU�DVVRFLDWLRQ�LQ�WKDW�WKH�DVVRFLDWLRQV�LQYROYHG�DGRSW�D�MRLQW�FRQVWLWXWLRQ�ZKLFK�WDNHV
WKH�SODFH�RI�WKHLU�RULJLQDO��VHSDUDWH�FRQVWLWXWLRQV��7KURXJK�D�PHUJHU��WKH�UHODWLRQV�EHWZHHQ�WKH
XQLWV� LQYROYHG� EHFRPH� LQWUD�RUJDQL]DWLRQDO� UHODWLRQV� DQG� DUH� QR� ORQJHU� SURSHUWLHV� RI� LQWHU�
DVVRFLDWLRQDO�V\VWHPV�

�������������������������������������������������������
�� 6WDII�VKDULQJ�PD\�EH�SROLWLFDOO\�LQVLJQLILFDQW�DQG�D�PHUH�HFRQRPLF�FRQYHQLHQFH�LI�LW�LQYROYHV�DVVRFLD�

WLRQV� UHSUHVHQWLQJ� LQWHUHVWV� WKDW� EHDU� QR� UHODWLRQVKLS� WR� HDFK� RWKHU� �H�J�� DQ� DVVRFLDWLRQ� RI� YLQHJDU
SURGXFHUV�VKDULQJ�LWV�RIILFH�ZLWK�DQ�DVVRFLDWLRQ�RI�URDG�EXLOGLQJ�ILUPV��
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����+LHUDUFKLFDO�,QWHJUDWLRQ��$Q�DVVRFLDWLRQDO�V\VWHP�LV�KLHUDUFKLFDOO\�LQWHJUDWHG�WR�WKH�H[WHQW�WKDW
LWV�FRPSRQHQW�DVVRFLDWLRQV�DUH�DIILOLDWHG�WR��DQG�FRQWUROOHG�E\��KLJKHU�RUGHU�DVVRFLDWLRQV�UHSUHVHQWLQJ
WKHLU�LQWHUHVWV�DW�D�PRUH�JHQHUDO��DJJUHJDWH�OHYHO��+LHUDUFKLFDO�LQWHJUDWLRQ�LV�KLJK�LI�WKH�QXPEHU�RI
FRPSRQHQW�DVVRFLDWLRQV�ZKLFK�KDYH�QR�OLQNV�WR�D�KLHUDUFKLFDOO\�VXSHULRU�DVVRFLDWLRQ�LV�ORZ��LQ�WKLV�VHQVH�
KLHUDUFKLFDO� LQWHJUDWLRQ� LV� WKH� LQYHUVH�RI� IUDJPHQWDWLRQ��)XUWKHUPRUH��KLHUDUFKLFDO� LQWHJUDWLRQ� LQ�
FUHDVHV�ZLWK�WKH�VWUHQJWK�RI�WKH�ERQGV�EHWZHHQ�ORZHU��DQG�KLJKHU�OHYHO�DVVRFLDWLRQV��WKH�OHVV�SROLWLFDOO\
DXWRQRPRXV� ORZHU�OHYHO� DVVRFLDWLRQV� DUH� LQ� UHODWLRQ� WR� WKH� KLJKHU�OHYHO� DVVRFLDWLRQV� WR�ZKLFK
WKH\�DUH�DIILOLDWHG��WKH�KLJKHU�WKH�V\VWHPªV�GHJUHH�RI�KLHUDUFKLFDO�LQWHJUDWLRQ�

+LHUDUFKLFDO�LQWHJUDWLRQ�LQ�WKH�VHQVH�RI�ORZ�IUDJPHQWDWLRQ�LV�UHODWLYHO\�HDV\�WR�PHDVXUH��$VVR�
FLDWLRQDO�V\VWHPV�DUH� WKH� OHVV� IUDJHPHQWHG��DQG� WKH�PRUH�KLHUDUFKLFDOO\� LQWHJUDWHG�� WKH�KLJKHU
WKH�SURSRUWLRQ�RI�WKHLU�FRPSRQHQW�DVVRFLDWLRQV�DW�D�JLYHQ�KLHUDUFKLFDO�OHYHO�ZKLFK�DUH�DIILOLDWHG
WR�D�KLJKHU�RUGHU�DVVRFLDWLRQ��7KH�PRVW�VWUDLJKWIRUZDUG�RSHUDWLRQDO�LQGLFDWRU�VKRXOG�EH�WKH�SHU�
FHQWDJH�RI�PHPEHUVKLS��ILUVW�RUGHU��DVVRFLDWLRQV�LQ�WKH�V\VWHP�WKDW�DUH�DIILOLDWHG�WR�D�KLJKHU�RUGHU�DVVRFLD�
WLRQ�� ,Q� DGGLWLRQ�� LW� VKRXOG� EH�PHDQLQJIXO� WR� FRPSDUH� EHWZHHQ� VHFWRUV� QDWLRQDOO\� DQG� FURVV�
QDWLRQDOO\� WKH� QXPEHU� RI� KLHUDUFKLFDOO\� XQDIILOLDWHG� KLJKHU�RUGHU� DVVRFLDWLRQV�� ,Q� WKH� LGHDO� FDVH� RI
PD[LPXP�LQWHJUDWLRQ�DQG�PLQLPXP�IUDJPHQWDWLRQ��D�V\VWHP�KDV�RQH�KLJKHVW�RUGHU�DVVRFLDWLRQ
LQWHJUDWLQJ�DOO� LQWHUHVWV� IURP� LWV� VRFLDO�EDVH� �DV�ZHOO� DV��SUHVXPDEO\�� LQWHUHVWV� IURP�RWKHU� VHF�
WRUV���)RU�WKLV�DVVRFLDWLRQ�� WKHUH� LV�QR�KLJKHU�RUGHU�DVVRFLDWLRQ� LQ�WKH�V\VWHP�WR� MRLQ��7KXV�� WKH
QXPEHU�RI�KLHUDUFKLFDOO\�XQDIILOLDWHG�KLJKHU�RUGHU�DVVRFLDWLRQV�DW�WKH�PD[LPXP�OHYHO�RI�KLHUDU�
FKLFDO� LQWHJUDWLRQ� LV� RQH�� ,I� D� V\VWHP� KDV� PRUH� XQDIILOLDWHG� KLJKHU�RUGHU� DVVRFLDWLRQV�� WKLV
UHIOHFWV�D�GLYLVLRQ�LQWR�GLIIHUHQW��VHSDUDWH��KLHUDUFKLFDOO\�XQUHODWHG�LQWHUHVW�VXEV\VWHPV��(DFK�KL�
HUDUFKLFDOO\� XQDIILOLDWHG� KLJKHU�RUGHU� DVVRFLDWLRQ� VWDQGV� IRU� DQ� LQWHUHVW� VXEV\VWHP� QRW� OLQNHG
LQWR�D�PRUH�JHQHUDO�OHYHO�RI�LQWHUHVW�UHSUHVHQWDWLRQ��7KH�QXPEHU�RI�XQDIILOLDWHG�KLJKHU�RUGHU�DV�
VRFLDWLRQV�LV� LGHQWLFDO�ZLWK�WKH�QXPEHU�RI�VXEV\VWHPV�LQWR�ZKLFK�WKH�KLHUDUFKLFDOO\� LQWHJUDWHG
SDUW�RI�DQ�DVVRFLDWLRQDO�V\VWHP�LV�IUDJPHQWHG�

7KH�LQWHQVLW\�RI�KLHUDUFKLFDO�FRQWURO�LQ�DQ�DVVRFLDWLRQDO�V\VWHP�FDQ�EH�FRQFHLYHG�RI�DV�D�IXQFWLRQ
RI�WKH�DPRXQW�RI�LQWHUHVW�GLYHUVLW\�KLJKHU�RUGHU�DVVRFLDWLRQV�KDYH�WR�LQWHJUDWH�LQ�WKHLU�UHODWLRQ�
VKLS�WR�WKHLU�DIILOLDWHV��7KH�VPDOOHU�WKH�QXPEHU�RI�DIILOLDWHV�D�KLJKHU�RUGHU�DVVRFLDWLRQ�KDV�WR�FR�
RUGLQDWH�� WKH� ORZHU�� HYHU\WKLQJ� HOVH� EHLQJ� HTXDO�� WKH� DPRXQW� RI� LQWHUHVW� GLYHUVLW\� LW� LV� FRQ�
IURQWHG�ZLWK��DQG�WKH�KLJKHU�LWV� LQWHJUDWLRQDO�FDSDFLW\��$W�D�JLYHQ�OHYHO�RI�KRUL]RQWDO�GLIIHUHQ�
WLDWLRQ� RI� DQ� DVVRFLDWLRQDO� V\VWHP� LQWR� LQGHSHQGHQW�PHPEHUVKLS� DVVRFLDWLRQV�� RQH�ZD\� RI� UH�
GXFLQJ� WKH� LQWHUHVW�SROLWLFDO� §VSDQ� RI� FRQWURO¨� RI� KLJKHU�RUGHU� DVVRFLDWLRQV� LV� WR� LQFUHDVH� WKH
QXPEHU�RI�KLHUDUFKLFDO�VWHSV�IURP�WKH�EDVH�WR�WKH�WRS�RI�WKH�V\VWHP��:KLOH�LQ�§IODW�KLHUDUFKLHV¨
ZLWK�IHZ�KLHUDUFKLFDO�OHYHOV�WKH�VSDQ�RI�FRQWURO�LV�ZLGH�DQG��KHQFH��WKH�LQWHQVLW\�RI�KLHUDUFKLFDO
FRQWURO� ORZ�� LQ�§WDOO�KLHUDUFKLHV¨�VSDQV�RI�FRQWURO�DUH�QDUURZHU�DQG�FRQWURO� LQWHQVLW\� LV�� WKHUH�
IRUH��KLJKHU��)LJXUH�9,,���7KH�KLJKHU�WKH�QXPEHU�RI�KLHUDUFKLFDO� OHYHOV� LQ�DQ�DVVRFLDWLRQDO�V\V�
WHP��WKH�ORZHU�WKH�DYHUDJH�VSDQ�RI�FRQWURO�RI�KLJKHU�RUGHU�RYHU� ORZHU�RUGHU�DVVRFLDWLRQV��DQG
WKH�QDUURZHU�WKH�UDQJH�RI�LQWHUHVW�GLYHUVLW\�KLJKHU�RUGHU�DVVRFLDWLRQV�KDYH�WR�PDQDJH��$VVRFLD�
WLRQDO�V\VWHPV�ZLWK�WDOO�KLHUDUFKLHV�UHGXFH�WKH�LQWHUHVW�GLYHUVLW\�FRQIURQWLQJ�WKHLU�KLJKHU�RUGHU
DVVRFLDWLRQV�E\�DJJUHJDWLQJ�WKH�GLYHUJHQW�LQWHUHVWV�WKH\�KDYH�WR�SURFHVV�VWHS�E\�VWHS�DW�D�QXP�
EHU�RI�LQWHUPHGLDU\�VWDJHV��LQ�WKLV�ZD\��WKH\�DFKLHYH�D�KLJKHU�OHYHO�RI�LQWHUHVW�DJJUHJDWLRQ�DQG
FRRUGLQDWLRQ�WKDQ�ZRXOG�EH�SRVVLEOH�LQ�RQH�VLQJOH�VWHS��7KXV��ZH�VXJJHVW�WR�XVH�DV�D�ILUVW�PHDV�
XUH�RI�WKH�VWUHQJWK�RI�KLHUDUFKLFDO�LQWHJUDWLRQ�LQ�DQ�DVVRFLDWLRQDO�V\VWHP�WKH�DYHUDJH�VSDQ�RI�FRQ�
WURO�RI�KLJKHU�RUGHU�DVVRFLDWLRQV��H[SUHVVHG� LQ� WHUPV�RI� WKH�DYHUDJH�QXPEHU�RI�DVVRFLDWLRQV�DIILOL�
DWHG�WR�WKHP�
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$V�SRLQWHG�RXW�DERYH��D�FHQWUDO�GLPHQVLRQ�RI�RUJDQL]DWLRQ�GHYHORSPHQW�LQ�LQWHUHVW�DVVRFLDWLRQV
LV� LQFUHDVLQJ�HFRQRPLF�DQG�VWUDWHJLF�DXWRQRP\�IURP�WKHLU�VRFLDO�EDVH�DQG�IURP�WKHLU�HQYLURQ�
PHQWV�LQ�JHQHUDO��,Q�UHODWLRQ�WR�WKH�SURFXUHPHQW�RI�RUJDQL]DWLRQDO�UHVRXUFHV��LQ�3DUVRQVª�WHUPV�
WKH�SUREOHP�RI�§DGDSWDWLRQ¨��� �UHODWLYH��DXWRQRP\�PHDQV�WZR�WKLQJV��LQVWLWXWLRQDOL]DWLRQ�RI�WKH
UHVRXUFH�VXSSO\�WR�SURYLGH�SURWHFWLRQ�IURP�XQSUHGLFWDEOH�FKDQJHV�LQ�WKH�NLQG�DQG�TXDQWLW\�RI
WKH�UHVRXUFHV�UHFHLYHG��DQG�GLYHUVLILFDWLRQ�RI�VSRQVRULQJ�HQYLURQPHQWV� WR�UHGXFH� WKH�RUJDQL]D�
WLRQªV�GHSHQGHQFH�XSRQ�DQ\�RQH�RI� WKHP�DQG� WR�HQDEOH� LW� WR�EDODQFH� WKH� LQIOXHQFH�RI� HDFK�RI
WKHP�DJDLQVW�WKDW�RI�RWKHUV��,QWHUHVW�DVVRFLDWLRQV�DW�D�ORZ�OHYHO�RI�GHYHORSPHQW�JHW�DOO�WKHLU�UH�
VRXUFHV�IURP�WKHLU�PHPEHUV��DQG�WKH\�JHW� WKHP�RQ�D�VWULFWO\�YROXQWDU\�EDVLV�FRQWLQJHQW�XSRQ
ZKHWKHU�PHPEHUV�DSSURYH�RI�SUHVHQW�SROLFLHV�DQG�SHUFHLYH�WKHP�DV�LQVWUXPHQWDO�IRU�WKHLU�RZQ
LPPHGLDWH�REMHFWLYHV��6LQFH�PHPEHU�DSSURYDO�PD\�EH�VXEMHFW�WR�FKDQJH�GHSHQGLQJ�RQ�DOO�NLQGV
RI�H[WHUQDO�FLUFXPVWDQFHV�DQG�PD\�EH�GLIIHUHQWO\�VWURQJ�IRU�GLIIHUHQW�JURXSV�RI�PHPEHUV�DQG
IRU�GLIIHUHQW�LVVXHV�¥�DQG�VLQFH�DSSURYDO�RI�D�FROOHFWLYH�REMHFWLYH�GRHV�QRW�QHFHVVDULO\�PRWLYDWH
LQGLYLGXDOV�WR�VKDUH�LQ�WKH�FRVWV�RI�LWV�RUJDQL]HG�SXUVXLW�¥�DVVRFLDWLRQV�WKDW�GHSHQG�H[FOXVLYHO\
RQ�WKH�YROXQWDU\�VXSSRUW�RI�WKHLU�§SULPDU\�EHQHILFLDULHV¨�DUH�OLNHO\�WR�VXIIHU�IURP�KLJK�LQVWDELO�
LW\�RI�RUJDQL]DWLRQDO�VWUXFWXUHV�DQG�SURFHVVHV��FRQWLQXLQJ�SUHVVXUHV� IRU�VWUXFWXUDO�FKDQJH�DQG
DGDSWDWLRQ��LQDELOLW\�WR�GHYHORS�RUJDQL]DWLRQDO�URXWLQHV�DQG�SODQ�DFWLYLWLHV�RYHU�D�ORQJHU�SHULRG
RI�WLPH��DQG�D�JHQHUDO�VFDUFLW\�RI�DYDLODEOH�UHVRXUFHV��7KH�GULYLQJ�PRWLYHV�EHKLQG�ZKDW�ZH�KDYH
FDOOHG� §RUJDQL]DWLRQDO� GHYHORSPHQW¨� DUH� WKH� VHYHUH� G\VIXQFWLRQV� RI� WKLV� LQVHFXULW\� IRU� SXU�
SRVLYH�� FRRUGLQDWHG� FROOHFWLYH� DFWLRQ�� DQG� LW� LV� SULPDULO\� WKHVH� G\VIXQFWLRQV� WKDW� H[SODLQ� WKH
WHQGHQF\�RI�RUJDQL]DWLRQV�WR�FKDQJH�LQ�WKH�GLUHFWLRQ�RI�KLJKHU�OHYHOV�RI�LQVWLWXWLRQDOL]DWLRQ�DQG
RUJDQL]DWLRQDO�VHOI�GHWHUPLQDWLRQ�

7KH�UHVRXUFH�HFRQRP\�RI�DQ�LQWHUHVW�DVVRFLDWLRQ�ZLWK�XQGHYHORSHG�RUJDQL]DWLRQDO�SURSHUWLHV�LV
FKDUDFWHUL]HG�E\�WKH�IROORZLQJ�HOHPHQWV�

����7KH�RQO\�VRXUFH�RI�ILQDQFH��DV�RI�DOO�RWKHU�UHVRXUFHV��LV�WKH�PHPEHUVKLS��0XFK��LI�QRW�PRVW�RI
WKH�PRQH\�VXSSOLHG�E\�WKH�PHPEHUV�FRQVLVWV�RI�YROXQWDU\�FRQWULEXWLRQV��DV�GLVWLQJXLVKHG�IURP
UHJXODU�GXHV�SD\PHQWV��DQG�PRVW�RI�LW�LV�UHODWHG�WR�DQG�UDLVHG�IRU�VSHFLILF�SXUSRVHV��7KH�EDVLF
SULQFLSOH�JRYHUQLQJ�WKH�IXQGLQJ�RI�WKH�RUJDQL]DWLRQ�LV�WKDW�PRQH\�LV�FRQWULEXWHG�IRU�LQGLYLGX�
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DOO\�LGHQWLILDEOH�DFWLYLWLHV�UDWKHU�WKDQ�IRU�WKH�RSHUDWLRQ�RI�WKH�RUJDQL]DWLRQ�LQ�JHQHUDO��7KH�SUH�
YDLOLQJ�IRUP�RI�ILQDQFH�LV�WKURXJK�VSHFLDO�OHYLHV��DQG�LI�UHJXODU�GXHV�DUH�FROOHFWHG�DW�DOO��WKH\�DUH
W\SLFDOO\�ORZ��RU�PHPEHUV�KDYH�WKH�FKRLFH�RI�RSWLQJ�RXW�RI�FHUWDLQ�VHUYLFHV�DQG�SD\LQJ�D�ORZHU
UDWH��8QGHU�WKHVH�FLUFXPVWDQFHV��LW�LV�GLIILFXOW�IRU�WKH�RUJDQL]DWLRQ�WR�GLYHUW�SDUWV�RI�LWV�ILQDQFLDO
UHVRXUFHV�IURP�WKHLU�DOORWWHG�SXUSRVHV�WR�EXLOG�XS�D�VWDEOH�RUJDQL]DWLRQDO�RYHUKHDG��$V�PRVW�RI
WKH� RUJDQL]DWLRQªV� IXQGV� DUH� HDUPDUNHG�� WKH�PRQH\� WKDW� FDQ� EH�XVHG� IRU� WKH�GHYHORSPHQW� RI
JHQHUDO�FDSDFLWLHV�LV�IXQGDPHQWDOO\�OLPLWHG��DQG�WKH�GLVFUHWLRQ�RI�WKH�RUJDQL]DWLRQ�LQ�KDQGOLQJ
LWV�ILQDQFHV�LV�WLJKWO\�UHVWULFWHG�

����2UJDQL]DWLRQV�DUH�FRPSRVHG�RI�VRFLDO�UROHV�VWUXFWXULQJ�DQG�FRRUGLQDWLQJ�KXPDQ�DFWLYLWLHV�
7R� ILOO� WKHLU� UROHV�� WKH\�KDYH� WR�PRELOL]H� ODERU�� L�H�� WKH�SHUIRUPDQFH� E\� LQGLYLGXDOV� RI� VSHFLILF
WDVNV��$W�D�ORZ�OHYHO�RI�GHYHORSPHQW��WKH�ODERU�XVHG�E\�LQWHUHVW�DVVRFLDWLRQV�LV�FRQWULEXWHG�E\
WKHLU�PHPEHUV�RQ�D�YROXQWDU\�EDVLV��8QSDLG��§KRQRUDU\¨�RIILFLDOV�DUH� W\SLFDOO\� FKRVHQ�E\� WKH
PHPEHUV� RU� E\�PHPEHU� UHSUHVHQWDWLYHV� WR� HQVXUH� FORVH� FRQWURO� E\� WKH�PHPEHUVKLS� RYHU� RU�
JDQL]DWLRQDO�UHVRXUFHV��3URIHVVLRQDO�§IXOO�WLPH¨�VWDII�DSSRLQWHG�E\�WKH�DVVRFLDWLRQ�DQG�SDLG�IRU
RXW�RI�LWV�RZQ�IXQGV�GRHV�QRW�H[LVW��7KH�VXSSO\�RI�YROXQWDU\�ODERU��OLNH�WKDW�RI�YROXQWDU\�ILQDQ�
FLDO� VXSSRUW�� LV� FRQWLQJHQW�XSRQ�PHPEHU� FRQVHQW�ZLWK� DVVRFLDWLRQ�SROLFLHV�RU� WKH�SUHVHQFH�RI
VWURQJ�DQG�VHOHFWLYH�§RXWVLGH�LQGXFHPHQWV¨��2OVRQ���������,I�WKH�SROLWLFDO�FRQVHQW�RI�WKH�PHP�
EHUVKLS�LV�ZHDNHQHG�DV�D�UHVXOW�RI�XQSRSXODU�GHFLVLRQV�RU�RI�FKDQJLQJ�H[WHUQDO�FLUFXPVWDQFHV�
YROXQWDU\� ODERU� FDQ� EH� ZLWKGUDZQ� DW� DQ\� WLPH�� DQG� WKH� RUJDQL]DWLRQ� PD\� KDYH� GLIILFXOWLHV
ILQGLQJ�D�VXIILFLHQW�QXPEHU�RI�UHSODFHPHQWV��0RUHRYHU��WKH�H[WHQW�WR�ZKLFK�YROXQWDU\�ODERU�FDQ
EH�VXEMHFWHG�WR�EXUHDXFUDWLF�GLVFLSOLQH�LV�OLPLWHG��DQG�VR�LV�WKH�H[WHQW�WR�ZKLFK�LW�FDQ�EH�XVHG�IRU
KLJKO\�VSHFLDOL]HG�WDVNV�LQ�D�FRPSOH[�RUJDQL]DWLRQDO�GLYLVLRQ�RI�ODERU��0RVW�LPSRUWDQWO\��WKH�LQ�
FHQWLYHV�PRWLYDWLQJ�YROXQWHHUV� WR�FRQWULEXWH� WKHLU� ODERU� WR�DQ�DVVRFLDWLRQ�DUH�QRW�FRPPDQGHG
H[FOXVLYHO\�E\� WKH�RUJDQL]DWLRQ�DV� VXFK��EXW�E\�SULPDU\�JURXSV�RU�RWKHU� VRFLDO� V\VWHPV� LQ� LWV
HQYLURQPHQW��7KLV� LV�HVSHFLDOO\�REYLRXV� LQ�WKH�FDVH�RI�EXVLQHVV�DVVRFLDWLRQV�XVLQJ�ORDQHG�IXOO�
WLPH�VWDII�HPSOR\HG�E\�PHPEHU�ILUPV��$OWKRXJK�VXFK�VWDII�PD\�EH�KLJKO\�VSHFLDOL]HG�DQG�EX�
UHDXFUDWLFDOO\�GLVFLSOLQHG��IURP�WKH�SHUVSHFWLYH�RI�RUJDQL]DWLRQDO�DXWRQRP\�LW�KDV�WKH�GHFLVLYH
GLVDGYDQWDJH�WKDW�LW�LV�QRW�SDLG�E\�WKH�DVVRFLDWLRQ�EXW�E\�DQRWKHU�RUJDQL]DWLRQ�ZLWK�LQWHUHVWV�RI
LWV�RZQ��WKDW�LWV�SULPDU\�OR\DOW\�WKHUHIRUH�OLHV�QRW�ZLWK�WKH�DVVRFLDWLRQ��DQG�WKDW�LW�FDQ�LQ�SULQFL�
SOH� EH�ZLWKGUDZQ� DW� DQ\� WLPH� LQ� UHVSRQVH� WR� DVVRFLDWLRQDO� GHFLVLRQV� FRQIOLFWLQJ�ZLWK� VSHFLILF
ILUP�LQWHUHVWV�

���� ,QWHUHVW�DVVRFLDWLRQV�DW�D� ORZ� OHYHO�RI�GHYHORSPHQW�H[SHFW� WKHLU�PHPEHUV� WR� VXSSRUW� WKHP
ZLWK�D�ZLGH�UDQJH�RI�YROXQWDU\�DFWLYLWLHV�HYHQ�RXWVLGH�VSHFLILF�RUJDQL]DWLRQDO�UROHV��RU��LQ�RWKHU
ZRUGV��EHLQJ�D�¨PHPEHU¨�LQ�VXFK�RUJDQL]DWLRQV�LQYROYHV�PHDQLQJIXO�DQG�VHOHFWLYH�SROLWLFDO�DF�
WLYLW\�¥�DV�RSSRVHG�WR�RUJDQL]DWLRQV�ZKRVH�PHPEHUV�DUH�DFWXDOO\�MXVW�¨FXVWRPHUV¨�VXEVFULELQJ
WR�D�VHW�RI�VHUYLFHV�LQ�ZKRVH�SURGXFWLRQ�WKH\�WDNH�QR�SDUW���7KH�FODVVLF�H[DPSOH�LV�WUDGH�XQLRQV
ZKLFK��DV�ORQJ�DV�WKH\�DUH�QRW�UHFRJQL]HG�E\�WKH�HPSOR\HUV�RU�WKH�OHJDO�RUGHU��KDYH�WR�DVN�WKHLU
PHPEHUV�WR�JR�RQ�VWULNH�ZKHQHYHU�D�XQLRQ�ZDQWV�WR�EDUJDLQ�RQ�LV�PHPEHUVª�EHKDOI��2WKHU�LQ�
WHUHVW�DVVRFLDWLRQV�PD\�FDOO�XSRQ�WKHLU�PHPEHUV�WR�ZULWH�OHWWHUV�WR�SROLWLFDO�DXWKRULWLHV�RU�FRQ�
WULEXWH�PRQH\�WR�RU�YRWH�IRU�FHUWDLQ�SROLWLFDO�SDUWLHV��7R�WKH�H[WHQW�WKDW�DQ�DVVRFLDWLRQ�QHHGV�WR
IRUP�FRQVHQVXV�WKURXJK�WKH�XVH�RI�VROLGDULVWLF�JRRGV�¥�DSSURDFKLQJ��LQ�WKH�WHUPLQRORJ\�RI�)LJ�
XUH�,��DERYH��WKH�§FOXE¨�PRGHO�RI�DVVRFLDELOLW\�¥�LW�LV�XQDEOH�WR�IXQFWLRQ�XQOHVV�LWV�PHPEHUV�DUH
ZLOOLQJ�DQG�DEOH�WR�LQWHUDFW�ZLWK�HDFK�RWKHU�GLUHFWO\�ZLWKLQ�LWV�LQVWLWXWLRQDO�FRQWH[W��/LNHZLVH��DQ
DVVRFLDWLRQ�ZLWK�QR�DXWKRULW\�RI�LWV�RZQ�WR�VDQFWLRQ�§IUHH�ULGHUV¨�RU�QR�SRZHU�WR�FRHUFH�§RSSRU�
WXQLVWV¨�PD\�KDYH�WR�UHO\�IRU�LWV�JURZWK�RQ�WKH�ZLOOLQJQHVV�RI�LWV�PHPEHUV�WR�XVH�LQIRUPDO�VRFLDO
RU�HFRQRPLF�SUHVVXUH�RQ�QRQ�PHPEHUV�WR�PDNH�WKHP�MRLQ��*HQHUDOO\�VSHDNLQJ��WKH�OHVV�RUJDQL�
]DWLRQDOO\�GHYHORSHG�DQ�LQWHUHVW�DVVRFLDWLRQ�LV��WKH�OHVV�LW�LV�DEOH�WR�SXUVXH�LWV�REMHFWLYHV�ZLWKRXW
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UHSHDWHG� UHFRXUVH� WR� LWV�PHPEHUV� IRU� VSHFLILF� YROXQWDU\� VXSSRUW�� DQG� WKH�JUHDWHU� WKH� UROH� WKH
PHPEHUV�DUH�H[SHFWHG�WR�SOD\�LQ�WKH�DFKLHYHPHQW�RI�DVVRFLDWLRQDO�JRDOV�

����$W� D� ORZ� OHYHO� RI� GHYHORSPHQW� RI� RUJDQL]DWLRQDO� SURSHUWLHV�� IRUPDO�PHPEHUVKLS� FRXQWV� OHVV
WKDQ� DFWLYH� VXSSRUW�� DQG� WKH�GLIIHUHQFH� EHWZHHQ� VXSSRUWHUV� RU� EHQHILFLDULHV� RQ� WKH� RQH� KDQG
DQG�PHPEHUV�RQ�WKH�RWKHU�LV�QRW�ZHOO�LQVWLWXWLRQDOL]HG��$OWKRXJK�GHQVLW\�UDWLRV�WHQG�WR�EH�ORZ�
DQG�WXUQRYHU�DPRQJ�PHPEHUV�KLJK��V\VWHPDWLF�HIIRUWV�WR�UHFUXLW�VXSSRUWHUV�LQWR�IRUPDO�PHP�
EHUVKLS�DQG�NHHS� WKHP� LQ� WKH�RUJDQL]DWLRQ�DUH� LQIUHTXHQW�� ,Q�PDQ\�FDVHV�� DOWKRXJK� WKLV�GRHV
SUREDEO\�QRW�DSSO\�WR�%,$V��DVVRFLDWLRQV�GR�QRW�HYHQ�KDYH�H[DFW�PHPEHUVKLS�UHFRUGV��DQG�WKH
DGPLQLVWUDWLYH�UHVRXUFHV�WKH\�H[SHQG�WR�PDLQWDLQ�WKH�IRUPDO�GLVWLQFWLRQ�EHWZHHQ�PHPEHUV�DQG
QRQ�PHPEHUV�DUH�OLPLWHG�

����7RWDO�UHVRXUFH�HQGRZPHQW�RI�XQGHYHORSHG�DVVRFLDWLRQV�LV� ORZ��RU�DW� OHDVW� LW� LV�VXEMHFW�WR�VXE�
VWDQWLDO�F\FOLFDO�FKDQJH��6LQFH� LQWHUHVW�DVVRFLDWLRQV�DW� WKLV�VWDJH�RIWHQ�KDYH�FRPSHWLWRUV�XQGHU�
WDNLQJ� WR� UHSUHVHQW� WKH� VDPH� FRQVWLWXHQF\�� WKH� SULFH� WKH\� FDQ� FKDUJH� IRU� IRUPDO�PHPEHUVKLS
WHQGV�WR�EH�ORZ��0RUHRYHU��WR�WKH�H[WHQW�WKDW�DQ�RUJDQL]DWLRQ�XWLOL]HV�YROXQWDU\�UDWKHU�WKDQ�SDLG
ODERU��LW�LV�LQ�FRPSHWLWLRQ�ZLWK�RWKHU�VRFLDO�V\VWHPV�DOVR�OD\LQJ�FODLPV�WR�WKH�DFWLYLWLHV�DQG�OR\�
DOWLHV�RI� LWV�SHUVRQQHO��$V�KDV�EHHQ�PHQWLRQHG��WKH�UHVRXUFHV�XQGHUGHYHORSHG�DVVRFLDWLRQV�DUH
DEOH�WR�H[WUDFW�RQ�D�FRQWLQXRXV��URXWLQH�EDVLV� WHQG�WR�EH�QHJOLJLEOH��DQG�WKH\�DUH�FHUWDLQO\�QRW
VXIILFLHQW�IRU�VDYLQJV�RU�WKH�DFFXPXODWLRQ�RI�SURSHUW\��5HVRXUFH�LQIORZ�PD\�VXGGHQO\�LQFUHDVH
LQ� VLWXDWLRQV�SHUFHLYHG�DV�YLWDOO\� LPSRUWDQW� E\� WKH�PHPEHUV� IRU� WKHLU� LQGLYLGXDO� RU� FROOHFWLYH
LQWHUHVWV��(PHUJHQF\�PRELOL]DWLRQ�PD\�VXGGHQO\�PXOWLSO\�WKH�ILQDQFHV��ODERU�DQG�PHPEHU�DF�
WLYLWLHV�DW�WKH�RUJDQL]DWLRQªV�FRPPDQG��EXW�WKLV�LV�RQO\�WHPSRUDU\�DQG�LQ�UHODWLRQ�WR�D�VSHFLILF�
OLPLWHG�REMHFWLYH��$IWHU�WKH�HPHUJHQF\�LV�RYHU��WKH�RUJDQL]DWLRQªV�H[WUDFWLYH�FDSDELOLWLHV�DQG�LWV
UHVRXUFH�VXSSO\�UHWXUQ�WR�WKHLU�SUHYLRXV�ORZ�OHYHO�

$VVRFLDWLRQV�VXIIHULQJ�IURP�UHVRXUFH�XQFHUWDLQW\�VWULYH�WR�IUHH�WKHPVHOYHV�IURP�WKH�FRQVWUDLQWV
RI� FRQVHQVXV�GHSHQGHQW�DG�KRF�PRELOL]DWLRQ�� ,Q� UHODWLRQ� WR� WKHLU�SULPDU\� HQYLURQPHQW� ¥� WKHLU
LPPHGLDWH�EHQHILFLDULHV�¥�SROLWLFDO�RUJDQL]DWLRQV� W\SLFDOO\�DWWHPSW� WR� LPSURYH� WKHLU�H[WUDFWLYH
FDSDFLW\�E\�VXEVWLWXWLQJ�FRQWUDFWXDO�REOLJDWLRQV�IRU�YROXQWDU\�FRPPLWPHQWV�DV�WKH�SULQFLSDO�EDVLV�IRU
PHPEHU� VXSSRUW�� :LWK� VXSSRUW� §RQ� YDOXH� JURXQGV¨� EHLQJ� JUDGXDOO\� UHSODFHG� E\� UHVRXUFH
WUDQVIHUV� WKURXJK�D� §PDUNHW�QH[XV¨� �3DUVRQV��� HOHPHQWV� RI� §HFRQRPLF� H[FKDQJH¨� �%ODX�� �����
FUHHS�LQWR�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�RUJDQL]DWLRQ�DQG�LWV�PHPEHUV��7KLV�FDQ�EH�REVHUYHG�LQ
VHYHUDO�GLPHQVLRQV�

����7R�LQFUHDVH�WKHLU�ILQDQFLDO�DXWRQRP\��SROLWLFDO�RUJDQL]DWLRQV�VWULYH�WR�UDLVH�DV�PXFK�RI�WKHLU
PRQHWDU\�UHVRXUFHV�LQ�UHJXODU�GXHV�SDLG�DV�D�PDWWHU�RI�URXWLQH�DQG�UHJDUGOHVV�RI�VSHFLILF�GHFL�
VLRQV�RU� HYHQWV��'XHV�SD\PHQWV��XQOLNH� VSHFLDO� OHYLHV�RU�YROXQWDU\� FRQWULEXWLRQV�� FRQVWLWXWH� D
JHQHUDOL]HG�IRUP�RI� ILQDQFLDO�VXSSRUW�DQG� OHDYH� WKH�RUJDQL]DWLRQ�ZLGHU�GLVFUHWLRQ� LQ� WKH�SXU�
SRVHV� IRU�ZKLFK� LW�PDNHV� XVH� RI� WKHP�� ,Q� H[FKDQJH� IRU� WKH� LQFUHDVHG� HFRQRPLF� VHFXULW\� DQG
VWUDWHJLF�DXWRQRP\�WKDW�JR�ZLWK�D�VKLIW�WR�UHJXODU�GXHV�DV�LWV�SULQFLSDO�VRXUFH�RI�ILQDQFH��DQ�LQ�
WHUHVW�DVVRFLDWLRQ�PD\�RIIHU�LWV�PHPEHUV�HFRQRPLF�§RXWVLGH�LQGXFHPHQWV¨��2OVRQ��WKDW�DUH�SUR�
GXFHG�LQGHSHQGHQWO\�IURP�LWV�SULPDU\�FROOHFWLYH�LQWHUHVW�REMHFWLYHV�DQG�WKDW�DUH�PDGH�DYDLODEOH
RQO\�WR�PHPEHUV�ZKR�KDYH�SDLG�WKHLU�GXHV��7KH�LQWURGXFWLRQ�RI�§VHOHFWLYH�JRRGV¨�DGGV�D�FRP�
PHUFLDO�FRQWUDFWXDO�HOHPHQW� WR� WKH� UHODWLRQVKLS�EHWZHHQ� WKH�RUJDQL]DWLRQ�DQG� LWV�PHPEHUV�� LQ
WKDW�LW�PDNHV�LW�SRVVLEOH�WR�FRQFHLYH�RI�GXHV�DV�SD\PHQW�IRU�VSHFLILF�FRPPRGLWLHV��,Q�VR�IDU�DV
WKLV� SHUVSHFWLYH� EHFRPHV� JHQHUDOO\� DFFHSWHG�� DVVRFLDWLRQV� FDQ� EH� VXHG� E\� WKHLU�PHPEHUV� IRU
EUHDFK�RI�FRQWUDFW�LI�WKH\�IDLO�WR�SURYLGH�D�VHOHFWLYH�JRRG�RIIHUHG�LQ�WKHLU�FRQVWLWXWLRQ�¥�MXVW�DV
PHPEHUV�FDQ� LQ�SULQFLSOH�EH� WDNHQ� WR�FRXUW�E\� WKHLU�DVVRFLDWLRQ� LI� WKH\� IDLO� WR�SD\� WKHLU�GXHV�
7KLV�FRQFHSWLRQ�RI�PHPEHUVKLS�DV�D�IRUPDOO\�ELQGLQJ�DQG�OHJDOO\�HQIRUFHDEOH�FRPPHUFLDO�FRQ�
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WUDFW�LV�LQ�LWVHOI�D�UHVXOW�RI�RUJDQL]DWLRQDO�GHYHORSPHQW�DQG�LV�QRW�SUHVHQW�LQ�SROLWLFDO�RUJDQL]D�
WLRQV�RI�WKH�§FOXE¨�RU�§VRFLDO�PRYHPHQW¨�W\SH�

$QRWKHU�ZD\�RI�VWDELOL]LQJ�DQ�DVVRFLDWLRQªV�DFFHVV�WR�ILQDQFLDO�VXSSRUW�LQYROYHV�WKH�VDOH�RI�LQGL�
YLGXDO�JRRGV�DQG�VHUYLFHV�WR�FXVWRPHUV�WKURXJK�LQGLYLGXDO��VSHFLILF�VDOHV�FRQWUDFWV��,QWHUHVW�DV�
VRFLDWLRQV� UDLVLQJ� PRQH\� WKURXJK� LQGLYLGXDO� VDOHV� WUDQVDFWLRQV� DUH� OLNHO\� WR� LQFRUSRUDWH� HOH�
PHQWV� RI� D� EXVLQHVV� ILUP� LQWR� WKHLU� VWUXFWXUH�� ,Q� VR� IDU� DV� WKH\� SURFXUH� ILQDQFLDO� UHVRXUFHV
WKURXJK�FRPPHUFLDO�DFWLYLWLHV��WKHLU�IXQGLQJ�LV�QR�ORQJHU�DIIHFWHG�E\�IOXFWXDWLRQV�LQ�WKH�SROLWLFDO
FRQVHQVXV�RU�LPPHGLDWH�SROLF\�FRQFHUQV�RI�PHPEHUV��$VVRFLDWLRQV�PD\�UDLVH�ILQDQFLDO�VXSSRUW
WKURXJK�ERWK�GXHV�DQG�FRPPHUFLDO�VDOHV�DW� WKH�VDPH�WLPH��)RU�H[DPSOH��DQ�RUJDQL]DWLRQ�PD\
VHOO�WR�QRQ�PHPEHUV�RQ�DQ�LQGLYLGXDO�EDVLV�WKH�VDPH�JRRGV�DQG�VHUYLFHV�PHPEHUV�DUH�HQWLWOHG
WR�LQ�H[FKDQJH�IRU�WKHLU�GXHV��RU�PHPEHUV�PD\�EH�JLYHQ�WKH�ULJKW�WR�SXUFKDVH�FHUWDLQ�JRRGV�RU
VHUYLFHV�DW�D�ORZHU�SULFH�WKDQ�QRQ�PHPEHUV�

2Q�WKH�RWKHU�KDQG��QHLWKHU�VHOHFWLYH�JRRGV�QRU�FRPPHUFLDO�DFWLYLWLHV�DUH�ZLWKRXW�SUREOHPV�DV
PHDQV� RI� ILQDQFLQJ� LQWHUHVW� DVVRFLDWLRQV�� $OWKRXJK� VHOHFWLYH� JRRGV� FDQ� JUHDWO\� FRQWULEXWH� WR
PRWLYDWLQJ�SRWHQWLDO�PHPEHUV�WR�MRLQ�DQG�SD\�GXHV��WKHLU�SRVVLEOH�HIIHFW�LV�OLPLWHG�E\�WKH�FRP�
SHWLWLRQ�RI�FRPPHUFLDO�ILUPV�RIIHULQJ�WKH�VDPH�RU�VXEVWLWXWDEOH�JRRGV�ZLWKRXW�KDYLQJ�WR�ILQDQFH
D�§SROLWLFDO�RYHUKHDG¨��:KLOH�SROLWLFDO�RUJDQL]DWLRQV�PD\�VXSSOHPHQW� WKHLU�PRQH\� LQFRPH�E\
HQJDJLQJ�LQ�FRPPHUFLDO�DFWLYLWLHV��EH\RQG�D�FHUWDLQ�VFDOH�WKLV�LV�OLNHO\�WR�XQGHUPLQH�WKH�GLVWLQF�
WLRQ�EHWZHHQ�PHPEHUV�DQG�QRQ�PHPEHUV��§FXVWRPHUV¨���WR�OHDG�WR�WKH�GLVVROXWLRQ�RI�WKH�SDFN�
DJH�RI�VHOHFWLYH�JRRGV�LQWR�D�UDQJH�RI�GLIIHUHQW�SURGXFWV�WKDW�FDQ�EH�LQGLYLGXDOO\�SXUFKDVHG�E\
HYHU\ERG\��DQG�WR�UHVXOW�LQ�WKH�GHFRPSRVLWLRQ�RI�PHPEHUVKLS�DV�D�VRFLDO�VWDWXV�LQWR�D�VHULHV�RI
LQGLYLGXDO� HFRQRPLF� H[FKDQJH� WUDQVDFWLRQV��7KH�SULPDU\� UHDVRQ� IRU� WKLV� VHHPV� WR�EH� WKDW� WKH
PRUH�DQ�RUJDQL]DWLRQ�LV�GHSHQGHQW�IRU�HFRQRPLF�UHVRXUFHV�RQ�WKH�PDUNHW��WKH�PRUH�LW�LV�VXEMHFW
WR�LPSHUDWLYHV�RI�HFRQRPLF�UDWLRQDOLW\�ZKLFK�PLOLWDWH�DJDLQVW�GLVFULPLQDWLRQ�EHWZHHQ�PHPEHUV
DQG�QRQ�PHPEHUV��H�J��UHDVRQV�RI�HFRQRPLHV�RI�VFDOH��

����$V�IDU�DV� ODERU� LV�FRQFHUQHG�� LQVWLWXWLQJ�FRQWUDFWXDO�REOLJDWLRQV�IRU�YROXQWDU\�FRPPLWPHQWV
PHDQV� UHSODFLQJ�YROXQWDU\�E\�SDLG� ODERU�SURFXUHG� WKURXJK� WKH�PDUNHW�� ,W� LV�REYLRXV� WKDW� WKH
HPSOR\PHQW�RI�SDLG�RIILFLDOV�LV�SRVVLEOH�RQO\�RQ�WKH�EDVLV�RI�D�PLQLPXP�UHJXODU�PRQH\�LQFRPH�
DQG�LW�LV�OLNHO\�WKDW�RUJDQL]DWLRQDO�HIIRUWV�WR�LQFUHDVH�DQG�VWDELOL]H�WKH�PRQH\�VXSSO\�ZLOO�EH�UH�
GRXEOHG�E\�WKH�SURIHVVLRQDO�VWDII�ZKR�KDYH�D�YHVWHG�LQWHUHVW�LQ�WKHLU�HPSOR\HUªV�DELOLW\�WR�SD\�

7KH�HPSOR\PHQW�RI�SDLG� ODERU� LQFUHDVHV�DQ�DVVRFLDWLRQªV�DXWRQRP\� LQ� UHODWLRQ� WR� LWV�PHPEHU
EDVH� LQ� WKDW� QRZ� D� FUXFLDOO\� LPSRUWDQW� UHVRXUFH� LV� GUDZQ� IURP� DQRWKHU� HQYLURQPHQW�� 7KLV� LV
SDUWLFXODUO\�FOHDU� LQ� WKH�FDVH�RI�%,$V�ZKRVH�DGPLQLVWUDWLYH�VWDII� LV�XVXDOO\�QRW� UHFUXLWHG� IURP
WKH�UDQNV�RI� WKHLU�PHPEHUV�� �,Q� WUDGH�XQLRQV�� WKH�HPHUJHQFH�RI� WKH� ODERU�PDUNHW�DV�D�QHZ�UH�
VRXUFH�EDVH�LV�YHLOHG�E\�WKH�IDFW�WKDW��DW�OHDVW�LQLWLDOO\��IXOO�WLPH�RIILFHUV�DUH�DOZD\V�IRUPHU�UDQN�
DQG�ILOH�PHPEHUV���6LQFH�SURIHVVLRQDO�VWDII�GHSHQG�IRU�WKHLU�VWDWXV�DQG�LQFRPH�WR�D�PXFK�KLJKHU
GHJUHH�RQ�WKH�DVVRFLDWLRQ�WKDQ�YROXQWDU\�RIILFLDOV��WKH\�FDQ�EH�GLUHFWHG�WR�SHUIRUP�D�ZLGH�UDQJH
RI�KLJKO\�VSHFLDOL]HG�WDVNV��DQG�VLQFH�WKHLU�REOLJDWLRQV�WRZDUGV�WKH�RUJDQL]DWLRQ�DUH�FRQWUDFWX�
DOO\�VSHFLILHG��WKH\�DUH�UHODWLYHO\�HDV\�WR�GLVFLSOLQH�RU�� LI�WKH\�IDLO�WR�PHHW�H[SHFWDWLRQV��WR�GLV�
PLVV�

$QRWKHU�DVSHFW�RI�SURIHVVLRQDOL]DWLRQ� LV� WKDW� LW� LQMHFWV� LQWR�DQ�RUJDQL]DWLRQ�D�QHZ��DXWRQRPRXV
LQWHUHVW�WKDW�LV�QRW�LGHQWLFDO�DQG�PD\�HYHQ�FRQIOLFW�ZLWK�WKH�LQWHUHVW�RI�PHPEHUV��,Q�FRPPHUFLDO
RUJDQL]DWLRQV��WKH�FRQIOLFW�RI�LQWHUHVW�EHWZHHQ�§VWDII¨�DQG�§FXVWRPHUV¨�LV�UHJXODWHG�E\�WKH�PDUNHW
ZKLFK�GHWHUPLQHV�WKH�UDWHV�RI�H[FKDQJH�EHWZHHQ�WKH�WZR�JURXSV�DQG�WKHLU�UHODWLYH�LQFRPHV��7KH
FRUUHVSRQGLQJ�FRQIOLFW� LQ� LQWHUHVW�DVVRFLDWLRQV�EHWZHHQ�WKH�VHOI�LQWHUHVW�RI� IXOO�WLPH�RIILFLDOV�DQG
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WKH�FROOHFWLYH�LQWHUHVW�RI�PHPEHUV�LV�UHIOHFWHG�LQ�LQWHUQDO�WHQVLRQV�EHWZHHQ�WKH�IXOO�WLPH�VWDII�DQG
WKH�HOHFWHG�OHDGHUVKLS��:LWK�ULVLQJ�OHYHOV�RI�RUJDQL]DWLRQDO�GHYHORSPHQW��WKH�UROH�RI�WKH�IRUPHU�LQ
UXQQLQJ�WKH�RUJDQL]DWLRQ�FDQ�EH�H[SHFWHG�WR�JURZ�DW�WKH�H[SHQVH�RI�WKH�ODWWHU��:KLOH�WKH�SURIHV�
VLRQDO�PDQDJHPHQW�RI�GHYHORSHG�LQWHUHVW�DVVRFLDWLRQV�KDV�WR�WDNH�WKH�H[SHFWDWLRQV�RI� WKH�PHP�
EHUV�DQG�WKHLU�HOHFWHG�UHSUHVHQWDWLYHV�LQWR�DFFRXQW��WKH�FKDUDFWHU�DQG�VXEVWDQFH�RI�WKH�RUJDQL]D�
WLRQªV�SROLFLHV��DQG�WKH�ZD\�LQ�ZKLFK�WKHVH�DUH�SXUVXHG��DUH�JHDUHG�WR�WKH�IXQFWLRQDO�QHHGV�DQG
WKH�VSHFLILF�VWUHQJWKV�DQG�ZHDNQHVVHV�RI�D�ODUJH�DQG�VSHFLDOL]HG�EXUHDXFUDWLF�VWDII��:KLOH�RUJDQ�
L]DWLRQDO�GHYHORSPHQW�QRUPDOO\�GRHV�QRW�PDNH�HOHFWHG�OHDGHUV�GLVDSSHDU�FRPSOHWHO\�¥�H[FHSW�LQ
WKH�H[WUHPH�FDVH�RI�DVVRFLDWLRQV�WXUQLQJ�LQWR�IXOO�IOHGJHG�EXVLQHVV�ILUPV�¥�WKH�QXPEHU�RI�HOHFWHG
RIILFLDOV�LQ�UHODWLRQ�WR�WKH�QXPEHU�RI�IXOO�WLPH�VWDII�GHFOLQHV��DQG�WKH�IXQFWLRQ�RI�WKH�HOHFWHG�OHDG�
HUVKLS�LV�UHGXFHG�WR�OHJLWLPDWLQJ�WKH�SROLFLHV�VHOHFWHG�DQG�FDUULHG�RXW�E\�WKH�IXOO�WLPH�VWDII�

����7KH�PRUH�GHYHORSHG�DQ�LQWHUHVW�DVVRFLDWLRQ�LV��WKH�OHVV�LW�GHSHQGV�IRU�LWV�IXQFWLRQLQJ�RQ�WKH
YROXQWDU\�DFWLYLWLHV�RI� LWV�PHPEHUV��2UJDQL]DWLRQDOO\�GHYHORSHG�DVVRFLDWLRQV�XVXDOO\�KDYH�ZHOO�
HVWDEOLVKHG�DQG�VDIHO\�LQVWLWXWLRQDOL]HG�OLQHV�RI�LQIOXHQFH�WR�WKH�VWDWH�RU�RWKHU�HQYLURQPHQWV�WKDW
HQDEOH�WKHP�WR�UHSUHVHQW�WKHLU�PHPEHUV�DV�D�PDWWHU�RI�SROLWLFDO�DQG�EXUHDXFUDWLF�URXWLQH��7KLV
PDNHV� LW� SRVVLEOH� IRU� WKHP� WR� WDLORU� WKHLU� SROLFLHV� LQ� VXFK� D� ZD\� WKDW� XQGHU� QRUPDO� FLUFXP�
VWDQFHV� WKH\�FDQ�RSHUDWH�ZLWKRXW�VSRQWDQHRXV��YROXQWDU\�§PRELOL]DWLRQDO¨�FRQWULEXWLRQV� IURP
WKHLU�PHPEHUV��$V�D�FRQVHTXHQFH��WKH\�KDYH�EHHQ�DEOH�WR�UHGXFH�WKH�LQSXW�IURP�WKHLU�PHPEHUV
WR� VXFK� UHVRXUFHV� DV� FDQ�EH�SURFXUHG� WKURXJK� D� IRUPDO� §PHPEHUVKLS� FRQWUDFW¨� RQ� D� UHJXODU�
URXWLQH�EDVLV��2QH�UHVRXUFH�WKDW�FDQ�EH�H[WUDFWHG�LQ�WKLV�ZD\�LV��RI�FRXUVH��ILQDQFH��$QRWKHU�RQH
ZKLFK�LV�HVSHFLDOO\�LPSRUWDQW�LQ�%,$V�LV�LQIRUPDWLRQ�RQ�PHPEHUVª�HFRQRPLF�VLWXDWLRQ��7KH�REOL�
JDWLRQ�WR�SURYLGH�DFFXUDWH�HFRQRPLF�LQIRUPDWLRQ�¥�ZKLFK�WKH�DVVRFLDWLRQ�FDQ�URXWLQHO\�SURFHVV
DQG�SXW�WR�YDULRXV�XVHV�DW�LWV�RZQ�GLVFUHWLRQ�¥�PD\�EH�WKH�RQO\�RWKHU�DFWLYLW\�H[SHFWHG�IURP�%,$
PHPEHUV�LQ�DGGLWLRQ�WR�SD\LQJ�WKHLU�GXHV�

����:LWK�ULVLQJ�OHYHOV�RI�RUJDQL]DWLRQDO�GHYHORSPHQW��WKH�IRUPDO�VWDWXV�RI�RUJDQL]DWLRQ�PHPEHU� LV
HLWKHU� WUDQVIRUPHG� LQWR� WKDW�RI�FXVWRPHU�¥�DQG�WKXV� ORVHV� LWV�VSHFLILF�VLJQLILFDQFH�¥�RU� LW� LV� LQ�
FUHDVLQJO\�HPSKDVL]HG�DQG�IRUPDOL]HG�� ,Q� WKH� ILUVW�FDVH�¥� L�H�� LQ� WKH�FRPPHUFLDO�YDULDQW�RI� UH�
VRXUFH�VWDELOL]DWLRQ�¥�PHPEHUVKLS�DV�D�VRFLDO�FDWHJRU\�HLWKHU�GLVDSSHDUV�FRPSOHWHO\��JLYLQJ�ZD\
WR�D�VHULHV�RI�XQUHODWHG�HFRQRPLF�H[FKDQJH�WUDQVDFWLRQV��RU�LV�WXUQHG�LQWR�VRPHWKLQJ�OLNH�DQ�LQ�
VXUDQFH� SROLF\�� ,Q� WKH� FDVH� RI� LQFUHDVLQJ� IRUPDOL]DWLRQ�� EHLQJ� D�PHPEHU� §LQ� JRRG� VWDQGLQJ¨
EHFRPHV�WKH�SUHFRQGLWLRQ�IRU�DFFHVV�WR�WKH�VHOHFWLYH�JRRGV�SURYLGHG�E\�WKH�DVVRFLDWLRQ��,W�LV�LP�
SRUWDQW� IRU�VXFK�DQ�RUJDQL]DWLRQ� WR�SURWHFW�FDUHIXOO\� WKH� IRUPDO�GLVWLQFWLRQ�EHWZHHQ�PHPEHUV
DQG�QRQ�PHPEHUV�DQG��LQ�SDUWLFXODU��WR�NHHS�UHOLDEOH�UHFRUGV�RQ�ZKLFK�PHPEHUV�KDYH�DQG�KDYH
QRW�GLVFKDUJHG� WKHLU� FRQVWLWXWLRQDO�REOLJDWLRQV��7KH�PRUH� DQ�DVVRFLDWLRQ� H[WUDFWV� LWV� UHVRXUFHV
IURP�LWV�VRFLDO�EDVH�WKURXJK�FRQWUDFWXDO�REOLJDWLRQV�¥�DQG�WKH�PRUH�LQGHSHQGHQFH�LW�JDLQV�IURP
VSRQWDQHRXV�YROXQWDU\�VXSSRUWV�¥�WKH�PRUH�LPSRUWDQW�LW�EHFRPHV�WKDW�DOO�WKRVH�ZKR�IDOO�ZLWKLQ
LWV�IRUPDO�VFRSH�RI�UHSUHVHQWDWLRQ�EHFRPH�PHPEHUV��,Q�IDFW��RQH�FDQ�DUJXH�WKDW�IRU�D�GHYHORSHG
LQWHUHVW� DVVRFLDWLRQ� LW� LV� DOPRVW� LUUHOHYDQW�ZKHWKHU� RU� QRW� D� SRWHQWLDO�PHPEHU� DJUHHV�ZLWK� LWV
SROLF\��LI�RQO\�KH�RU�VKH�VLJQV�DQ�DSSOLFDWLRQ�IRUP��(PSLULFDOO\��WKLV�LV�UHIOHFWHG�LQ�WKH�HPSKDVLV
SODFHG�E\�GHYHORSLQJ�LQWHUHVW�DVVRFLDWLRQV�RQ�UHFUXLWPHQW�FDPSDLJQV�DLPHG�DW�PD[LPL]LQJ�WKH
QXPEHU�RI�IRUPDO�PHPEHUV�ZLWKRXW�SD\LQJ�PXFK�DWWHQWLRQ�WR�ZKHWKHU�VXFK�PHPEHUV�DFWXDOO\
VKDUH�WKH�RUJDQL]DWLRQªV�YDOXHV�

����$OWKRXJK�IRUPDOL]DWLRQ�RI�VXSSRUW�REOLJDWLRQV�PD\�PDNH�WKH�UHVRXUFH�IORZ�IURP�WKH�PHP�
EHUV�WR�WKH�RUJDQL]DWLRQ�PRUH�VWHDG\��LW�GRHV�QRW�LQ�DQG�RI�LWVHOI�LQFUHDVH�WKH�WRWDO�DPRXQW�RI�UH�
VRXUFHV�WKDW�DUH�PRELOL]HG��$V�ORQJ�DV�GLIIHUHQW�RUJDQL]DWLRQV�FRPSHWH�IRU�WKH�UHSUHVHQWDWLRQ�RI
RQH�JURXS��WKH�SHUFHQWDJH�RI�SRWHQWLDO�PHPEHUV�HDFK�LV�DEOH�WR�UHFUXLW�LV�OLPLWHG��DQG�VR�LV�WKH



6FKPLWWHU��6WUHHFN��7KH�2UJDQL]DWLRQ�RI�%XVLQHVV�,QWHUHVWV ��

SULFH�LW�FDQ�FKDUJH�IRU�PHPEHUVKLS�VWDWXV��2QH�ZD\�LQ�ZKLFK�VPDOO�DQG�XQGHUILQDQFHG�DVVRFLD�
WLRQV�FDQ�WU\�WR�FRPSHQVDWH�IRU�VXERSWLPDO�VL]H�LV�WKURXJK�MRLQW�YHQWXUHV�RU�RWKHU�IRUPV�RI�UH�
VRXUFH� VKDULQJ��0RUH� HIIHFWLYH�ZRXOG� EH� FKDQJHV� LQ� GRPDLQ�GHPDUFDWLRQV� SXWWLQJ� DQ� HQG� WR
LQWHU�RUJDQL]DWLRQDO�FRPSHWLWLRQ��RU�PHUJHUV�PDNLQJ�GRPDLQV�EURDGHU�DQG�LQFUHDVLQJ�WKH�QXP�
EHU�RI�SRWHQWLDO�PHPEHUV��+RZHYHU�� FKDQJHV� LQ� LQWHU�RUJDQL]DWLRQDO�FRQILJXUDWLRQV�RI� WKLV�GL�
PHQVLRQ�DUH�XQOLNHO\� WR�RFFXU�ZLWKRXW� WKH� LQWHUYHQWLRQ�RI� D�SRZHUIXO� WKLUG�SDUW\�� DQG�XQGHU
YROXQWDULVWLF�SOXUDOLVW�FRQGLWLRQV�LW�LV�GLIILFXOW�WR�VHH�ZKR�WKLV�WKLUG�SDUW\�FRXOG�EH�

7KH� VHFRQG� VWUDWHJ\� IRU� LQWHUHVW� DVVRFLDWLRQV� WR� JDLQ� UHVRXUFH� DXWRQRP\�� FRPSOHPHQWLQJ� WKH
VWDELOL]DWLRQ�RI�WKH�SULPDU\�OLQHV�RI�VXSSO\�DQG�LQ�DQ�LPSRUWDQW�UHVSHFW�UHLQIRUFLQJ�LW�� LV�ZKDW
ZH�KDYH�FDOOHG�WKH�GLYHUVLILFDWLRQ�RI�VSRQVRULQJ�HQYLURQPHQWV��2QH�REYLRXV�UHDVRQ�ZK\�RUJDQL]D�
WLRQV� VKRXOG�SUHIHU� WR� EH� VXSSRUWHG�E\�PRUH� WKDQ�RQH� HQYLURQPHQW� LV� WKDW� WKLV� LQFUHDVHV� WKH
WRWDO�UHVRXUFH�EDVH�IURP�ZKLFK�WKH\�FDQ�GUDZ��,Q�DGGLWLRQ��VLPXOWDQHRXV�LQWHUDFWLRQ�ZLWK�VHY�
HUDO�HQYLURQPHQWV�RIIHUV� WKH�RSSRUWXQLW\� WR�XVH� UHVRXUFHV� IURP�RQH� WR�H[WUDFW� UHVRXUFHV� IURP
DQRWKHU��RU� WR�PHGLDWH�H[FKDQJHV�EHWZHHQ� WZR�HQYLURQPHQWV�DQG�FKDUJH�D�SULFH� IRU� WKLV��:H
KDYH� DOUHDG\� HQFRXQWHUHG� WZR� §VHFRQGDU\¨� HQYLURQPHQWV� WR� ZKLFK� LQWHUHVW� DVVRFLDWLRQV� FDQ
DQG�GR�WXUQ�IRU�UHVRXUFHV� LQ�GHYHORSLQJ�WKHLU�RUJDQL]DWLRQDO�SURSHUWLHV�� WKH� ODERU�PDUNHW�DQG
WKH�PDUNHW�IRU�JRRGV�DQG�VHUYLFHV��+RZHYHU��WKH�H[WHQW�WR�ZKLFK�LQWHUHVW�DVVRFLDWLRQV�FDQ�UHO\
RQ� SDLG� ODERU� GHSHQGV� RQ� WKHLU� ILQDQFLDO� UHVRXUFHV�� DQG� FRPPHUFLDO� DFWLYLWLHV� FDQQRW� EH� H[�
WHQGHG�LQGHILQLWHO\�LI�WKH�RUJDQL]DWLRQ�LV�WR�PDLQWDLQ�LWV�SROLWLFDO�LGHQWLW\��,I�LQWHUHVW�DVVRFLDWLRQV
ZDQW�WR�VWDELOL]H�DQG�LQFUHDVH�WKHLU�UHVRXUFH�VXSSO\�EH\RQG�D�FULWLFDO�SRLQW�ZLWKRXW�EHFRPLQJ
EXVLQHVV�ILUPV�� WKH\�WKHUHIRUH�KDYH�WR�WXUQ�WR�D�IXUWKHU�VSRQVRULQJ�HQYLURQPHQW�ZKLFK�LV��QRW
VXUSULVLQJO\��WKH�VWDWH�

,QWHUHVW�DVVRFLDWLRQV��DV�UHVRXUFH�H[WUDFWLQJ�VRFLDO�V\VWHPV��FDQQRW�H[LVW�ZLWKRXW�LQWHUIHUHQFH�E\
DQG�SURWHFWLRQ�IURP�WKH�VWDWH��)RU�H[DPSOH�� WKH� WUDQVIRUPDWLRQ�RI�YROXQWDU\�SROLWLFDO�FRPPLW�
PHQWV�RI�PHPEHUV�LQWR�OHJDO�HQWLWOHPHQWV�RI�WKH�RUJDQL]DWLRQ�¥�ZKLFK�ZH�KDYH�GHVFULEHG�DV�DQ
LQLWLDO� SKDVH� RI� RUJDQL]DWLRQDO� GHYHORSPHQW� ¥� SUHVXSSRVHV� D� OHJDO� RUGHU� ZKLFK� HQVXUHV� WKDW
§PHPEHUVKLS�FRQWUDFWV¨�DUH�REVHUYHG��7KH�VDPH�LV�UHTXLUHG�IRU�DVVRFLDWLRQV��DV�ZHOO�DV�ILUPV�
WR� HQJDJH� LQ� FRPPHUFLDO� DFWLYLWLHV��0RUHRYHU�� WKH� H[WHQW� WR�ZKLFK� DQ� LQWHUHVW� DVVRFLDWLRQ� FDQ
VXSSOHPHQW�LWV�UHVRXUFHV�E\�VHOOLQJ�JRRGV�DQG�VHUYLFHV�LQ�WKH�PDUNHW�LV�LQ�ODUJH�SDUW�GHSHQGHQW
XSRQ�WKH�WD[�ODZV�DQG�RWKHU�OHJDO�§UXOHV�RI�WKH�JDPH¨�

$SDUW�IURP�DQG�EH\RQG�LWV�UROH�LQ�SURYLGLQJ�D�JHQHUDO�OHJDO�IUDPHZRUN�IRU�DVVRFLDWLYH�DFWLRQ�
WKH� VWDWH� LV�� RI� FRXUVH�� DPRQJ� WKH�SULQFLSDO� DGGUHVVHHV� RI� WKH�GHPDQGV� DVVRFLDWLRQV�PDNH� RQ
EHKDOI�RI� WKHLU�PHPEHUV��(IIRUWV�RI� LQWHUHVW�DVVRFLDWLRQV� WR� LQIOXHQFH�VWDWH�SROLFLHV�FDQ�EH�FRQ�
FHLYHG�RI�DV�HIIRUWV�WR�H[WUDFW�D�VSHFLILF�UHVRXUFH�¥�§IDYRUDEOH�GHFLVLRQV¨�¥�IURP�WKH�VWDWH��LQ�WKH
VDPH�ZD\� LQ�ZKLFK�RWKHU� UHVRXUFHV�DUH�H[WUDFWHG� IURP�RWKHU�HQYLURQPHQWV��$W�D� ORZ� OHYHO�RI
GHYHORSPHQW�ZKHUH�LQWHUHVW�DVVRFLDWLRQV�DUH�SULPDULO\�§PRYHPHQWV¨�SUHVVLQJ�WKH�GHPDQGV�RI�D
SDUWLFXODU��QDUURZO\�GHILQHG� LQWHUHVW� FOLHQWHOH� �VHH�DERYH��)LJXUH� ,��� WKH� UHVRXUFHV� WKH\�H[WUDFW
IURP�WKH�VWDWH�DUH�SXEOLF�JRRGV��7KH\�EHQHILW�DVVRFLDWLRQ�PHPEHUV�DV�ZHOO�DV�QRQ�PHPEHUV��DQG
WKH\�GR�QRW�EHQHILW�WKH�DVVRFLDWLRQV�VSHFLILFDOO\�DV�RUJDQL]DWLRQV��7KH�PRUH�DQ�DVVRFLDWLRQ�HVWDE�
OLVKHV�LWVHOI�DV�D�UHJXODU�H[FKDQJH�DQG�LQWHUDFWLRQ�SDUWQHU�ZLWK�WKH�VWDWH��KRZHYHU��WKH�PRUH�RS�
SRUWXQLWLHV�LW�LV�OLNHO\�WR�HQFRXQWHU�LQ�WKLV�UHODWLRQVKLS�WR�XVH�WKH�VWDWH�LQ�LWV�TXHVW�IRU��UHODWLYH�
DXWRQRP\�IURP�LWV�PHPEHUV��HLWKHU�E\�PDNLQJ�WKH�VWDWH�ZLWKKROG�WKH�EHQHILWV�RI�IDYRUDEOH�GHFL�
VLRQV� IURP��RU� OLPLW� WKH� FRQVHTXHQFHV�RI� DGYHUVH�GHFLVLRQV� WR��QRQ�PHPEHUV�¥� WKXV� LQGLUHFWO\
IDFLOLWDWLQJ�WKH�DVVRFLDWLRQªV�PHPEHUVKLS�UHFUXLWPHQW�HIIRUWV�¥�RU�E\�JHWWLQJ�WKH�VWDWH�WR�SURYLGH
EHQHILWV�WR�WKH�DVVRFLDWLRQ�LWVHOI�DQG��WKHUHE\��LQFUHDVH�LWV�UHVRXUFHV�GLUHFWO\��7KH�WHPSWDWLRQ�WR
DGG�WR�SROLWLFDO�GHPDQGV�PDGH�RQ�EHKDOI�RI�WKH�FOLHQWV�RWKHUV�WKDW�EHQHILW�WKH�DVVRFLDWLRQ�SHU�VH
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LV�DOO� WKH�PRUH� LUUHVLVWDEOH� VLQFH� WKH� VWDWH�PD\�RQ� LWV�RZQ�RIIHU� WR�SURYLGH� VHOHFWLYH�RUJDQL]D�
WLRQDO� DVVLVWDQFH� LQ� H[FKDQJH� IRU� WKH� SHUIRUPDQFH� RI� SDUWLFXODU� SROLF\� IXQFWLRQV� �VHH� EHORZ�
2XWSXWV��������7KH�UHVRXUFHV�WKH�VWDWH�PD\�VXSSO\�WR�LQWHUHVW�DVVRFLDWLRQV�WR�DGG�WR�WKH�UHVRXUFHV
WKH\�UHFHLYH�IURP�RWKHU�HQYLURQPHQWV�FDQ�EH�FODVVLILHG�LQ�WKH�IROORZLQJ�ZD\�

���� ,Q� WHUPV� RI� ILQDQFH�� DVVRFLDWLRQV�PD\� JHW� IURP� WKH� VWDWH� DQ\WKLQJ� IURP�GLUHFW� VXEVLGLHV� WR
YDULRXV�IRUPV�RI�WD[�UHOLHI�DQG�WD[�H[HPSWLRQ���)RU�LQVWDQFH��DQ�LQGLUHFW�ZD\�RI�VWDWH�ILQDQFLQJ
RI� LQWHUHVW� DVVRFLDWLRQV� LV� E\�PDNLQJ�PHPEHU�GXHV� WD[�GHGXFWLEOH���$�SDUWLFXODUO\� LQWHUHVWLQJ
IRUP�RI�VXEVLGL]DWLRQ� LV� UHLPEXUVHPHQW� IRU�VSHFLILF� VHUYLFHV�SHUIRUPHG�RQ�EHKDOI�RI� WKH�VWDWH�
H�J��WKH�DGPLQLVWUDWLRQ�RI�D�OLFHQVLQJ�SURJUDP��)UHTXHQWO\��WKH�DPRXQW�SDLG�LV�KLJK�HQRXJK�WR
FRYHU�D�VLJQLILFDQW�SDUW�RI� WKH�JHQHUDO�RUJDQL]DWLRQDO�RYHUKHDG�RU�WR�IXQG�WKH�GHYHORSPHQW�RI
RUJDQL]DWLRQDO�SURSHUWLHV�ZKLFK�FDQ�ODWHU�EH�XVHG�IRU�RWKHU�SXUSRVHV��2Q�WKH�RWKHU�KDQG��LQWHU�
HVW� DVVRFLDWLRQV� IUHTXHQWO\� UHMHFW� DOO� WRR� REYLRXV� VWDWH� ILQDQFLQJ� WR� DYRLG� DSSDUHQW� RU� DFWXDO
VWDWH�GHSHQGHQFH��:KLOH�PDQ\�DVVRFLDWLRQV�GR�UHFHLYH�ILQDQFLDO�DVVLVWDQFH�IURP�WKH�VWDWH��WKH\
RIWHQ�SUHIHU�VXFK�DVVLVWDQFH�WR�EH�SURYLGHG��QRW� LQ�WKH�IRUP�RI�GLUHFW�VXEVLGLHV��EXW� LQ�D�PRUH
LQGLUHFW�PDQQHU����2QH��EXW�E\�QR�PHDQV�WKH�RQO\��ZD\�LQ�ZKLFK�VWDWHV�FDQ�DVVLVW�LQWHUHVW�DVVR�
FLDWLRQV�ILQDQFLDOO\�LV�E\�VKHOWHULQJ�WKHLU�VHOHFWLYH�JRRGV�IURP�FRPSHWLWLRQ�E\�SULYDWH�EXVLQHVV
ILUPV��H�J�� WKURXJK�YDULRXV� IRUPV�RI� WD[� UHOLHI��7KH�PRUH�GLUHFW�DQG� LQGLUHFW� ILQDQFLDO� VXSSRUW
LQWHUHVW�DVVRFLDWLRQV�UHFHLYH�IURP�WKH�VWDWH��WKH�PRUH�XQOLNHO\�WKH\�EHFRPH�WR�IXQG�WKHPVHOYHV
WKURXJK�FRPPHUFLDO�DFWLYLWLHV��:H�DVVXPH�WKDW��DW�D�FHUWDLQ�VWDJH��WKH�FRPPHUFLDO�DQG�SROLWLFDO
SDWKV�RI�RUJDQL]DWLRQDO�GHYHORSPHQW� VHSDUDWH��DQG� LQWHUHVW�DVVRFLDWLRQV� IDFH� WKH�FKRLFH�RI�EH�
FRPLQJ�HLWKHU�EXVLQHVV�ILUPV�RU��TXDVL���SXEOLF�SROLWLFDO� LQVWLWXWLRQV�¥�XQOHVV� WKH\�DFFHSW�VWDJ�
QDWLRQ�DW�D�ORZ�OHYHO�RI�GHYHORSPHQW�

����5HJDUGLQJ�WKH�GHSHQGHQFH�RI�DVVRFLDWLRQV�RQ�YROXQWDU\�PHPEHU�DFWLYLWLHV�� WKH�VWDWH�FDQ�FRQ�
WULEXWH�WR�RUJDQL]DWLRQDO�DXWRQRP\�E\�LQVWLWXWLRQDOL]LQJ�VWDEOH�DQG�UHOLDEOH�FKDQQHOV�IRU�HIIHF�
WLYH� LQWHUHVW� UHSUHVHQWDWLRQ�RQ� DQ� HYHU\GD\�� URXWLQH�EDVLV��:KHWKHU� RU� QRW� DQ� DVVRFLDWLRQ� FDQ
DEVWDLQ�IURP�FDOOLQJ�LWV�PHPEHUV�WR�LWV�VXSSRUW�RQ�VSHFLILF�LVVXHV�GHSHQGV��LQ�WKH�ILQDO�LQVWDQFH�
RQ�ZKHWKHU�LWV�SROLWLFDO�LQWHUORFXWRUV�SHUPLW�LW�WR�VDWLVI\�VLJQLILFDQW�PHPEHU�LQWHUHVWV��%\�JUDQW�
LQJ�DQ�DVVRFLDWLRQ�JHQHUDOL]HG�UHFRJQLWLRQ�DV�D�OHJLWLPDWH�UHSUHVHQWDWLYH�RI�LWV�FDWHJRU\�RI�LQWHU�
HVW��E\�JLYLQJ�LW�HDV\�DFFHVV�WR�VLJQLILFDQW�GHFLVLRQV�¥�H�J��WKURXJK�LQVWLWXWLRQDO�UHSUHVHQWDWLRQ�RQ
SXEOLF�RU�TXDVL�SXEOLF�ERGLHV�DQG�DXWKRULWLHV�¥�DQG�E\�OLVWHQLQJ�WR�LW�ZLWKRXW�ILUVW�LQVLVWLQJ�RQ
GHPRQVWUDWLRQ�RI�PHPEHU�VXSSRUW��WKH�VWDWH��RU�DQ\�RWKHU�SROLWLFDO�LQWHUORFXWRU��PDNHV�LW�HDV\
IRU�WKH�DVVRFLDWLRQ�WR�URXWLQL]H�LWV�SROLWLFDO�DFWLYLWLHV��DQG�WR�UHGXFH�WKH�UROH�RI�LWV�PHPEHUV�IURP
DFWLYH�SDUWLFLSDQWV�LQ�WKH�SXUVXLW�RI�FROOHFWLYH�JRDOV�WR�SDVVLYH�SROLWLFDO�FXVWRPHUV�EX\LQJ��RU��DV
WKH�FDVH�PD\�EH��QRW�EX\LQJ��GHFLVLRQV�SURGXFHG�E\�WKHLU�DVVRFLDWLRQ�RQ�WKHLU�EHKDOI�

���� ,Q�DGGLWLRQ� WR� UHFRJQLWLRQ�DQG�DFFHVV�� WKH� VWDWH�PD\�JUDQW� LQWHUHVW�DVVRFLDWLRQV� VSHFLILF�RU�
JDQL]DWLRQDO�SULYLOHJHV�WR�VWDELOL]H�DQG�LQFUHDVH�WKHLU�UHVRXUFH�VXSSO\�DQG�WR�VWUHQJWKHQ�WKHLU�LQ�
GHSHQGHQFH� IURP� WKHLU�PHPEHUV��2UJDQL]DWLRQDO�SULYLOHJHV�GLVSHQVHG�E\� WKH� VWDWH� WR� LQWHUHVW
DVVRFLDWLRQV� DUH� HVVHQWLDOO\�PRQRSRO\� ULJKWV� ¥� H[FOXVLYH� OLFHQVHV� WR� SURYLGH� FHUWDLQ� HVVHQWLDO
JRRGV�RU� VHUYLFHV� WR�D�SDUWLFXODU�JURXS�FRQVWLWXHQF\��&RPSDUHG� WR�RWKHU� IRUPV�RI� VWDWH�DVVLV�
WDQFH� LQ� WKH� SURFXUHPHQW� RI� UHVRXUFHV�� RUJDQL]DWLRQDO� SULYLOHJHV� KDYH� REYLRXV� DGYDQWDJHV�
6LQFH�WKH\�GR�QRW�LQYROYH�GLUHFW�ILQDQFLDO�VXEVLGLHV��WKH\�GR�QRW�QHFHVVDULO\�LPSDLU�DQ�DVVRFLD�
WLRQªV� DSSHDUDQFH� RI� LQGHSHQGHQFH�� )XUWKHUPRUH�� VLQFH� OHJDO� UHFRJQLWLRQ� DQG� HQIRUFHPHQW� RI
�������������������������������������������������������
�� $JDLQ�� %,$V� ZLWK� WKHLU� W\SLFDOO\� §SULYDWH¨�� DQWL�VWDWH� LGHRORJLHV� PD\� EH� QRUPDWLYHO\� FRQVWUDLQHG

PRUH�WKDQ�RWKHU�LQWHUHVWV�LQ�WKHLU�DFFHSWDQFH�RI�VWDWH�VXEVLGLHV��3XEOLF�DXWKRULWLHV�PD\�DOVR�EH�UHOXF�
WDQW� WR� VXEVLGL]H� VXFK�REYLRXVO\�SULYLOHJHG� VRFLDO� JURXSV�� DOWKRXJK� WKH\� FDQ�KLGH�EHKLQG� WKH�SUH�
WHQVH�WKH\�DUH�KHOSLQJ�§VPDOO�EXVLQHVV¨�RU�§DLOLQJ�VHFWRUV¨�
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FRQWUDFWXDO� REOLJDWLRQV� LQYROYHG� LQ� DVVRFLDWLRQ�PHPEHUVKLS� GR� QRW�PDNH� SRWHQWLDO�PHPEHUV
MRLQ�LQ�WKH�ILUVW�SODFH��DQG�WD[�SULYLOHJHV�IRU�VHOHFWLYH�JRRGV�GR�QRW�PDNH�LW�DOWRJHWKHU�LPSRVVLEOH
IRU�FRPPHUFLDO�FRPSHWLWRUV�WR�XQGHUFXW�DQ�LQWHUHVW�DVVRFLDWLRQªV�§SULFHV¨��RUJDQL]DWLRQDO�SULYL�
OHJHV�PD\�PDNH�PHPEHUVKLS�REOLJDWRU\�DQG�FRPSHWLWLRQ� LOOHJDO��0RUHRYHU��ZKLOH�JXDUDQWHHG
SROLWLFDO� LQIOXHQFH�PD\�PDNH�DQ�DVVRFLDWLRQ�DQ�HIIHFWLYH� LQWHUHVW� UHSUHVHQWDWLYH�� WKH� IDYRUDEOH
GHFLVLRQV�LW�H[WUDFWV�IURP�WKH�VWDWH�DUH�VWLOO�FROOHFWLYH�JRRGV�EHQHILWLQJ��DW�OHDVW�LQ�SULQFLSOH��ERWK
PHPEHUV�DQG�§IUHH�ULGHUV¨��%\�OLPLWLQJ�WKH�EHQHILWV�RI�IDYRUDEOH�SXEOLF�SROLF\�GHFLVLRQV�WR�DVVR�
FLDWLRQ�PHPEHUV��RU�WKH�FRVWV�RI�XQIDYRUDEOH�GHFLVLRQV�WR�QRQ�PHPEHUV��VWDWHV�PD\�WXUQ�WKH�SR�
OLWLFDO�UHVXOWV�RI�DVVRFLDWLYH�DFWLRQ�LQWR�VHOHFWLYH�JRRGV��RU�§EDGV¨��PRQRSROL]HG�GH�IDFWR�E\�WKH
DVVRFLDWLRQ��([DPSOHV�RI�RUJDQL]DWLRQDO�SULYLOHJHV�DUH�D�OHJDOO\�HQVKULQHG�PRQRSRO\�WR�SURYLGH
DQ�HVVHQWLDO�VHUYLFH�VXFK�DV�UHSUHVHQWDWLRQ�LQ�FRXUW��DXWKRUL]DWLRQ�WR�DGPLQLVWHU�FHUWDLQ�SXEOLF
SROLF\�SURJUDPV�DQG�WR�GLVFULPLQDWH�LQ�GLVWULEXWLQJ�PDWHULDO�EHQHILWV�DJDLQVW�QRQ�PHPEHUV��WKH
GH�IDFWR�RU�GH�MXUH�OLQNDJH�RI�DFFHVV�WR�D�SDUWLFXODU�PDUNHW�WR�DVVRFLDWLRQ�PHPEHUVKLS��RU�RXWULJKW
REOLJDWRU\�PHPEHUVKLS�OLNH�LQ�WKH�$XVWULDQ�DQG�*HUPDQ�.DPPHUQ��7KH�FRQFHVVLRQ�RI�RUJDQL]D�
WLRQDO� SULYLOHJHV� LV� XVXDOO\� DFFRPSDQLHG� E\� VWDWH�DVVLVWHG� §UDWLRQDOL]DWLRQ¨� RI� LQWHU�
DVVRFLDWLRQDO� V\VWHPV�� LQYROYLQJ�GRPDLQ� FKDQJHV� WR� HQG� FRPSHWLWLRQ� DQG�PHUJHUV� OHDGLQJ� WR
PRUH� HQFRPSDVVLQJ� RUJDQL]DWLRQDO� XQLWV��:KDWHYHU� WKHLU� FRQFUHWH� IRUP�� RUJDQL]DWLRQDO� SULYL�
OHJHV� DOZD\V� FRQWDLQ� HOHPHQWV� RI� FRPSXOVLRQ� DQG� GHYROYHG� VWDWH� DXWKRULW\� ZKLFK� QRW� RQO\
PDNH� WKH� RUJDQL]DWLRQªV� UHVRXUFH� VXSSO\� PRUH� VWHDG\� DQG� UHOLDEOH� EXW� DOVR� LQFUHDVH� LW�� ,W� LV
QRUPDOO\�RQO\�DIWHU�WKH�LQWURGXFWLRQ�RI�VRPH�IRUP�RI�VWDWH�EDFNHG�FRPSXOVRU\�PHPEHUVKLS�WKDW
LQWHUHVW�DVVRFLDWLRQV�DUH�DEOH�WR�DFKLHYH�D�GHQVLW\�UDWLR�DSSURDFKLQJ�RQH�KXQGUHG�SHU�FHQW���

2UJDQL]DWLRQDOO\�GHYHORSHG� LQWHUHVW� DVVRFLDWLRQV�GHSHQG� IRU� WKHLU� UHVRXUFH� VXSSO\�QHLWKHU� RQ
WKHLU�PHPEHUV�QRU�RQ�WKH�VWDWH��WKH\�GUDZ�WKHLU�UHVRXUFHV�IURP�ERWK��DQG�SRVVLEO\�IURP�RWKHU
HQYLURQPHQWV�DV�ZHOO��DQG�WKH\�FRQYHUW� WKHP�LQWR�RXWSXWV� WKDW�DUH�DV�HVVHQWLDO� IRU� WKHLU�HQYL�
URQPHQWV�DV�WKHLU�UHVRXUFHV�DUH�IRU�WKHPVHOYHV��,Q�WKLV�VHQVH��GHYHORSHG�LQWHUHVW�DVVRFLDWLRQV�DUH
UHVRXUFH�DXWRQRPRXV��:KHWKHU�RU�QRW�RUJDQL]DWLRQDO�HIIRUWV�WR�RYHUFRPH�UHVRXUFH�GHSHQGHQFH�RQ
WKH�PHPEHUVKLS�HQG�XS�LQ�UHVRXUFH�GHSHQGHQFH�RQ�WKH�VWDWH�KLQJHV�XSRQ�WKH�VHUYLFHV�WKH�DVVR�
FLDWLRQ�SURYLGHV�WR�WKH�VWDWH��,I�WKHVH�DUH�DV�LQGLVSHQVDEOH�IRU�WKH�VWDWH�DV�WKH�ODWWHUªV�RUJDQL]D�
WLRQDO� DVVLVWHQFH� LV� IRU� WKH� DVVRFLDWLRQ�� WKH�PXWXDO� H[FKDQJH� UHODWLRQ� LV� EDODQFHG�� DQG�QHLWKHU
VLGH�FDQ�GRPLQDWH�WKH�RWKHU��$�IXOO\�GHYHORSHG�LQWHUHVW�DVVRFLDWLRQ�LV�LQGLVSHQVDEOH�WR�WKH�VWDWH
EHFDXVH�RI�LWV�UHODWLRQ�WR�LWV�PHPEHUV��DQG�LQGLVSHQVDEOH�WR�LWV�PHPEHUV�EHFDXVH�RI�LWV�UHODWLRQ
WR�WKH�VWDWH��RU�WR�RWKHU�H[WHUQDO�DJHQWV�VXFK�DV�WUDGH�XQLRQV���7KH�RUJDQL]DWLRQDO�§RXWSXWV¨�RQ
ZKLFK�VXFK�PXWXDO�LQGLVSHQVDELOLW\�FDQ�EH�IRXQGHG�DUH�GLVFXVVHG�LQ�WKH�IROORZLQJ�ILQDO�SDUW�RI
RXU�FRQVLGHUDWLRQ�RI�§2UJDQL]DWLRQDO�3URSHUWLHV¨�

�������������������������������������������������������
�� 2XWULJKW�FRPSXOVRU\�PHPEHUVKLS�PD\�KDYH�G\VIXQFWLRQV� LQ�WHUPV�RI� WKH�SROLWLFDO�FRQWURO�DQ�DVVR�

FLDWLRQ�LV�SHUPLWWHG�WR�H[HUFLVH�RYHU�LWV�PHPEHUV��DQG�DVVRFLDWLRQV�PD\�IRU�WKLV�UHDVRQ�SUHIHU�PRUH
LQGLUHFW�IRUPV�RI�FRPSXOVLRQ��,I�WKH�VWDWH�PDNHV�LW�REOLJDWRU\�IRU�D�SDUWLFXODU�JURXS�WR�EH�RUJDQL]HG
LQ��DQG�WR�FRQWULEXWH�WR��D�VSHFLILF�DVVRFLDWLRQ�� LW�RIWHQ�DW�WKH�VDPH�WLPH�QDUURZO\�FLUFXPVFULEHV�WKH
MXULVGLFWLRQ�RI�WKH�DVVRFLDWLRQ�DQG�WKH�SROLWLFDO�GLVFUHWLRQ�RI�LWV�OHDGHUVKLS��$Q�DVVRFLDWLRQ�OLFHQVHG�WR
XVH�FRPSXOVLRQ�LQ�H[WUDFWLQJ�HFRQRPLF�UHVRXUFHV�PD\�QRW�DW�WKH�VDPH�WLPH�EH�SHUPLWWHG�WR�XVH�LW�WR
JHQHUDWH�FRPSOLDQFH��/LNHZLVH��DVVRFLDWLRQV�ZLHOGLQJ�GHYROYHG�VWDWH�DXWKRULW\�PD\��DQG�DUH�OLNHO\�WR�
EH�UHVWULFWHG�LQ�WKHLU�IUHHGRP�WR�UHMHFW�DSSOLFDQWV�IRU�PHPEHUVKLS�RU�WR�H[SHO�PHPEHUV��7KLV�H[SODLQV
ZK\� LQWHUHVW� DVVRFLDWLRQV� WHQG� WR� SUHIHU� LQGLUHFW� IRUPV� RI� VWDWH� OLFHQVLQJ� DQG� RUJDQL]DWLRQDO� DVVLV�
WDQFH� RYHU� GLUHFW� RQHV�ZKLFK� DUH� XVXDOO\� VXEMHFW� WR� OHJDO� UHVWULFWLRQV� LQ� WKH� QDPH� RI� IUHH� WUDGH� RU
HTXDOLW\�EHIRUH�WKH�ODZ��,W�DOVR�H[SODLQV�ZK\��ZKHUH�FRPSXOVRU\�%,$V�H[LVW��H�J��.DPPHUQ���WKH\�DUH
RIWHQ�§SDUDOOHOOHG¨�E\�FORVHO\�UHODWHG�SULYDWH�DVVRFLDWLRQV�
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��� 2XWSXWV

§5HODWLYH�DXWRQRP\¨�RI�LQWHUHVW�DVVRFLDWLRQV�LPSOLHV�DQ�HQKDQFHG�DELOLW\�WR�SODQ�RXWSXWV�RYHU�D
ORQJHU�SHULRG�RI�WLPH�DQG�WR�VHOHFW�VWUDWHJLHV�DQG�REMHFWLYHV�LQ�DFFRUGDQFH�ZLWK�RUJDQL]DWLRQDO
QHHGV�IRU�FRQWLQXLW\�DQG�VWDELOLW\��7KH�PRUH�GHYHORSHG�DQ�RUJDQL]DWLRQ�LV��WKH�PRUH�LW�VKRXOG�EH
DEOH�WR�SURWHFW�LWV�DFWLYLWLHV�IURP�EHLQJ�GHWHUPLQHG�E\�IDFWRUV�RWKHU�WKDQ��DQG�LQ�FRQIOLFW�ZLWK��LWV
RZQ� IXQFWLRQDO� UHTXLUHPHQWV�� 2UJDQL]DWLRQV� DUH� VWUDWHJLFDOO\� DXWRQRPRXV� WR� WKH� H[WHQW� WKDW
WKH\� FDQ� UHPDLQ� LQVHQVLWLYH� WR� XQSUHGLFWDEOH� §WXUEXOHQFHV¨� LQ� WKHLU� HQYLURQPHQW� WKDW� PLJKW
IRUFH�WKHP�WR�ZULWH�RII�SDVW�H[SHULHQFH�DQG�HVWDEOLVKHG�VWUXFWXUHV�RI�GHFLVLRQ�PDNLQJ�¥�RU�� LQ�
YHUVHO\��WR�WKH�H[WHQW�WKDW�WKH\�FDQ�FKDQJH�WKHLU�DFWLYLWLHV�DQG�VWUXFWXUHV�ZLWKRXW�SULRU�DSSURYDO
RI�PHPEHUV�RU�LQWHUORFXWRUV��$��UHODWLYHO\��DXWRQRPRXV�RUJDQL]DWLRQ�FDQ��ZLWKLQ�OLPLWV��GHWHU�
PLQH� WKH�GLUHFWLRQ� DQG� WKH� UDWH� RI� LWV� DGDSWDWLRQ� WR� H[WHUQDO� FKDQJHV�� ,W� FDQ� NHHS� LWV� RXWSXWV
�UHODWLYHO\��FRQVWDQW�LQ�VSLWH�RI�HQYLURQPHQWDO�IOXFWXDWLRQV�VR�DV�WR�SURWHFW�LWV�SDVW�LQYHVWPHQW�LQ
§VWDQGDUG�RSHUDWLQJ�SURFHGXUHV¨��RU� LW� FDQ�XSJUDGH� LWV�SURGXFWLYLW\�DQG�SURILWDELOLW\�ZKHQ� LW
VHHV�WKH�RSSRUWXQLW\�WR�GR�VR�

6ROLGDULVWLF�*RRGV��3XEOLF��3UHVVXUH��*RRGV

,QWHUHVW�DVVRFLDWLRQV�ZKRVH�RXWSXWV�DUH�DGGUHVVHG�H[FOXVLYHO\�WR�WKHLU�SULPDU\�HQYLURQPHQW��L�H�
WKHLU� PHPEHUVKLS�� FDQQRW� QRUPDOO\� JDLQ� PXFK� VWUDWHJLF� DXWRQRP\�� &RQILQHG� WR� D� VLQJOH
§SXEOLF¨�DQG��KHQFH��XQDEOH�WR�PRELOL]H�DGGLWLRQDO�UHVRXUFHV�IURP�RWKHU�HQYLURQPHQWV��DQ�DVVR�
FLDWLRQ� FDQ�DFKLHYH�RQO\� OLWWOH� FRQWURO� RYHU� WKH�GHPDQG� IRU� LWV� RXWSXWV�� DQG� LW� LV� IRUFHG� WR� UH�
VSRQG�LPPHGLDWHO\�WR�ZKDWHYHU�FKDQJHV�LQ�GHPDQG�PD\�RFFXU��2UJDQL]DWLRQDO�GHYHORSPHQW�LQ
WKH�GLUHFWLRQ�RI�KLJKHU�VWUDWHJLF�DXWRQRP\��WKHUHIRUH��LV�WDQWDPRXQW�WR�LQVXODWLRQ�IURP�WKH�LP�
PHGLDWH�LQIOXHQFH�RI�WKH�PHPEHUVKLS��7KH�GHYHORSPHQW�RI�VWDEOH�PHFKDQLVPV�RI�FRQWURO�E\�DQ
DVVRFLDWLRQ�RYHU�LWV�VRFLDO�EDVH�LV�SRVVLEOH�RQO\�WKURXJK�D�GLYHUVLILFDWLRQ�RI�RXWSXWV�DQG�VWUDWHJLF
HQYLURQPHQWV��7KH�PRVW� OLNHO\�DGGUHVVHH�RI�DGGLWLRQDO�RXWSXWV� IRU� LQWHUHVW�DVVRFLDWLRQV� LV� WKH
VWDWH��RWKHUV� LQFOXGH�RUJDQL]DWLRQV� UHSUHVHQWLQJ�FRQIOLFWLQJ� LQWHUHVWV�ZLWK�ZKLFK� WKH�RUJDQL]D�
WLRQ�PDLQWDLQV�D�UHJXODUL]HG�UHODWLRQVKLS�

,QWHUHVW�DVVRFLDWLRQV�DW�D� ORZ�OHYHO�RI�GHYHORSPHQW�HQJDJH�EDVLFDOO\�LQ�WZR�NLQGV�RI�DFWLYLWLHV�
WKH\�RUJDQL]H�SUHVVXUH�E\�WKHLU�PHPEHUV�RQ�RWKHU�JURXSV�RU�RUJDQL]DWLRQV��L�H��DFW�DV�§PRYH�
PHQW¨���DQG�WKH\�VWUXFWXUH�DQG�IDFLOLWDWH�LQWHUDFWLRQV�RI�WKHLU�PHPEHUV�ZLWK�HDFK�RWKHU��L�H��SHU�
IRUP�OLNH�D�§FOXE¨��� ,Q�ERWK�� WKH\�GHSHQG�RQ� WKH�YROXQWDU\�VXSSRUW�DQG�SDUWLFLSDWLRQ�RI� WKHLU
PHPEHUVKLS�� DQG� WKHVH� DUH� OLNHO\� WR� EH� IRUWKFRPLQJ�RQO\� LI� WKH� DVVRFLDWLRQªV� SROLF\� LV� LQ� OLQH
ZLWK�WKH�PHPEHUVª�LPPHGLDWH��VKRUW�WHUP�LQWHUHVW�SHUFHSWLRQV��$V�D�UHVXOW��XQGHYHORSHG�DVVR�
FLDWLRQV�PD\�QRW�KDYH�PXFK�WR�RIIHU�WR�WKHLU�VHFRQGDU\�HQYLURQPHQWV�LQ�WHUPV�RI�VWDEOH�SROLFLHV
DQG�ELQGLQJ�ORQJ�WHUP�FRPPLWPHQWV��:KHUH�WKH\�GR��WKH\�DUH�OLNHO\�WR�EH�VR�ORFNHG�LQWR�PHP�
EHU� FRQFHUQV� WKDW� WKH\� DUH� QRW� LQ� D� SRVLWLRQ� WR� EDUJDLQ� DQG� WUDGH� RII�ZLWK� LQWHUORFXWRUV�� 7KLV
PDNHV� LW� GLIILFXOW� IRU� WKHP� WR� JHW�PXFK� IURP� WKH� VWDWH� RU� RWKHU� WDUJHW� HQYLURQPHQWV�� H[FHSW
WKURXJK�GLUHFW�PHPEHU�SUHVVXUH�RU�LQWHQVH�PHPEHU�VROLGDULW\��0RUHRYHU��WKH\�DUH�OLNHO\�WR�JHW
OLWWOH� IRU� WKHPVHOYHV� DV� RUJDQL]DWLRQV� IURP� VXFK� H[FKDQJHV�� )RU� H[DPSOH��ZKDWHYHU� IDYRUDEOH
GHFLVLRQV�WKH\�PD\�DV�PRYHPHQWV�H[WUDFW�IURP�WKH�VWDWH�ZLOO�EH�SXEOLF�RU�FDWHJRULF�JRRGV�DYDLO�
DEOH�WR�HYHU\ERG\�UHJDUGOHVV�RI�DVVRFLDWLRQ�PHPEHUVKLS�

$SDUW�IURP�WKH�SUHVVXUH�JURXS�W\SH�RI�UHSUHVHQWDWLRQ��XQGHYHORSHG�LQWHUHVW�DVVRFLDWLRQV�FDQ�RI�
IHU� WKHLU�PHPEHUV� §VROLGDULVWLF� JRRGV¨� VXFK� DV� VRFLDELOLW\�� SDUWLFLSDWLRQ� LQ� FROOHFWLYH� DFWLYLWLHV�
SUHVWLJH��§FRQQHFWLRQV¨��IRUPDWLRQ�RI�D�FROOHFWLYH�LGHQWLW\�DQG�WKH�OLNH��1RQH�RI�WKHVH�JRRGV�FDQ
EH�SURGXFHG�ZLWKRXW�WKH�DFWLYH�YROXQWDU\�LQYROYHPHQW�RI�WKH�PHPEHUV�WKHPVHOYHV��DQG�ZKLOH



6FKPLWWHU��6WUHHFN��7KH�2UJDQL]DWLRQ�RI�%XVLQHVV�,QWHUHVWV ��

KLJK�SDUWLFLSDWLRQ�DQG�HIIHFWLYH� FRQVHQVXV� IRUPDWLRQ�PD\� LQFUHDVH� WKH� DVVRFLDWLRQªV� DELOLW\� WR
UHSUHVHQW�LWV�PHPEHUV�HIIHFWLYHO\��WKH\�DW�WKH�VDPH�WLPH�GHWHUPLQH�LWV�SROLF\�DQG�OLPLW�WKH�VWUD�
WHJLF�GLVFUHWLRQ�RI�WKH�OHDGHUVKLS��0RUHRYHU��EXVLQHVVSHRSOH�KDYH�PDQ\�ZD\V�RI�JHWWLQJ�SUHV�
WLJH� DQG� VRFLDELOLW\� RXWVLGH� %,$V�� DQG� LQIRUPDO� LQWHUDFWLRQ�ZLWK� RWKHU� EXVLQHVVSHRSOH� FDUULHV
ZLWK� LW� HFRQRPLF� DGYDQWDJHV� RQO\� XQGHU� VSHFLILF� FRQGLWLRQV�� ,QIRUPDO� UHODWLRQV�� SUHVWLJH� DQG
DSSHDOV�WR�VKDUHG�YDOXHV�PD\�PRWLYDWH�PHPEHUVKLS�LQ�D�EXVLQHVV�DVVRFLDWLRQ�DQG�FRPSOLDQFH
ZLWK� LWV�SROLFLHV� DPRQJ� VPDOO�� GHQVHO\� LQWHJUDWHG�� ORFDOO\� FRQFHQWUDWHG�EXVLQHVV� FRPPXQLWLHV
ZLWK�D�KLJK�GHJUHH�RI� LQIRUPDO�FRKHVLRQ��RU� WKH\�PD\�ZRUN� LQ�VRFLHWLHV�ZKHUH� WKHUH� LV�D�KLJK
OHYHO�RI�SROLWLFL]HG�FODVV�DQWDJRQLVP��RU�ZKHUH�WKH�EXVLQHVV�FODVV�LV�GLVWLQFWLYH�LQ�HWKQLF��UHOLJ�
LRXV�RU�OLQJXLVWLF�WHUPV��,Q�JHQHUDO��KRZHYHU��EXVLQHVV�LQWHUHVWV�DUH�PRUH�XQLYHUVDOLVWLFDOO\�GH�
ILQHG�� DQG� WKH� RXWSXWV� XQGHYHORSHG� %,$V� FDQ� RIIHU� H[FOXVLYHO\� WR� WKHLU� PHPEHUV� DUH� XQGHU
PRVW�FLUFXPVWDQFHV�H[SHQGDEOH�IRU�WKHP���

7KH� FDSDFLW\� RI� XQGHYHORSHG� LQWHUHVW� DVVRFLDWLRQV� WR� FRQWURO� WKHLU� PHPEHUVª� EHKDYLRU� DQG�PDNH
ELQGLQJ�GHFLVLRQV�RQ�WKHLU�EHKDOI�LV�ORZ��,QWHUHVW�DVVRFLDWLRQV�ZLWK�XQGHYHORSHG�RUJDQL]DWLRQDO
SURSHUWLHV�DUH�VPDOO�DQG�KDYH�QDUURZ�GRPDLQV�� WKHLU�PHPEHUVKLS�LV�KRPRJHQHRXV��DQG�WKHUH
DUH�QR� LQWHUQDO� FOHDYDJHV� WKDW�ZRXOG�GHPDQG�DXWKRULWDWLYH� UHFRQFLOLDWLRQ�DQG�SURYLGH�DQ�RS�
SRUWXQLW\� IRU�D� VWURQJ� LQWHUHVW�JRYHUQPHQW� WR�HVWDEOLVK� LWVHOI�DQG�JDLQ�DXWRQRP\��$V�D� UHVXOW�
LQWHUHVWV� DUH� UHSUHVHQWHG� DV� WKH\� DUH� GHILQHG� E\� WKH�PHPEHUV� WKHPVHOYHV�� DQG� DQ� RUJDQL]HG
WUDQVIRUPDWLRQ�DQG�UHIRUPXODWLRQ�RI�LQWHUHVWV�GRHV�QRW�WDNH�SODFH��7KH�PHPEHUV�FRQWURO�WKH�DV�
VRFLDWLRQ��QRW�WKH�RWKHU�ZD\�DURXQG��,I�QR�FRQVHQVXV�FDQ�EH�IRUPHG�DPRQJ�WKH�PHPEHUVKLS�RQ
D�UHOHYDQW�LQWHUHVW��WKH�DVVRFLDWLRQ�LV�OLNHO\�WR�VWD\�VLOHQW�RU�EUHDN�DSDUW�¥�LWV�FDSDFLW\�WR�LQWHJUDWH
GLYHUJHQW�LQWHUHVWV�RU�PHGLDWH�EHWZHHQ�WKHP�LV�OLPLWHG�

7KH�PHDQV� RI� FRQWURO� DYDLODEOH� WR� XQGHYHORSHG� DVVRFLDWLRQV� UHTXLUH� D� JUHDW� GHDO� RI� YROXQWDU\
LGHQWLILFDWLRQ�DQG�SDUWLFLSDWLRQ�WR�EH�HIIHFWLYH��7KH�PRVW�REYLRXV�PHDQV�OHDGHUV�FDQ�XVH�LV�SHUVXD�
VLRQ�¥�DQ�DSSHDO�WR�FRPPRQ�YDOXHV�DQG�VKDUHG�LQWHUHVWV�ZKLFK�GUDZV�RQ�FROOHFWLYH�LGHQWLILFDWLRQV
DQG�JURXS�VROLGDULW\��7KH�DELOLW\�RI� DQ�DVVRFLDWLRQ� WR�JHQHUDWH� FRPSOLDQFH� WKURXJK�SHUVXDVLRQ
GHSHQGV�RQ�KRZ�VXFFHVVIXO� LW�FDQ�EH��JLYHQ�WKH�VRFLDO�VWUXFWXUH�RI� LWV�FRQVWLWXHQF\�� LQ�EXLOGLQJ
XS��UHLQIRUFLQJ��DQG�VXVWDLQLQJ�VXFK�LGHQWLILFDWLRQ�DQG�VROLGDULW\��,Q�DGGLWLRQ��OHDGHUV�FDQ�WU\�WR
PRELOL]H� LQIRUPDO� JURXS� SUHVVXUH� E\� OR\DO� PHPEHUV� RQ� GLVOR\DO� RQHV� �RU� E\�PHPEHUV� RQ� QRQ�
PHPEHUV���+RZHYHU�� SDUWLFLSDWLRQ� LQ� VXFK� LQIRUPDO� FROOXVLRQ� FDQ� DOPRVW� E\� GHILQLWLRQ� QRW� EH
PDGH�REOLJDWRU\�DQG�FDQQRW�EH�HQIRUFHG�E\� WKUHDWV�RI�RUJDQL]DWLRQDO� VDQFWLRQV��0RUHRYHU�� WKH
PHDQV�RI�FRQWURO�WKDW�DUH�HPSOR\HG�RQ�EHKDOI�RI�WKH�DVVRFLDWLRQ�DUH�QRW�LQ�WKH�KDQGV�RI�WKH�DVVR�
FLDWLRQ�LWVHOI�EXW�LQ�WKRVH�RI�LWV�PHPEHUV��$OWKRXJK�LQIRUPDO�FROOXVLRQ�LQ�VXSSRUW�RI�DQ�DVVRFLD�
WLRQ�PD\�EH�LQVSLUHG�E\�LWV�OHDGHUVKLS��LW�SUHVXSSRVHV�D�KLJK�GHJUHH�RI�§YROXQWDU\¨�FRKHVLRQ�DQG
VROLGDULW\�DPRQJ�WKH�PHPEHUV�ZKRVH�SUHVHQFH�RU�DEVHQFH�FDQQRW�EH�VLJQLILFDQWO\�LQIOXHQFHG�E\
IRUPDO�RUJDQL]DWLRQDO�HIIRUWV��:KHWKHU�RU�QRW�� LQ�RWKHU�ZRUGV��DQ�DVVRFLDWLRQ�FDQ�UHO\�XSRQ�LQ�
IRUPDO�JURXS�SUHVVXUH� LQ�HQIRUFLQJ� LWV�SROLFLHV�RQ� LWV�PHPEHUV� LV�QRW�SULPDULO\�D�PDWWHU�RI�RU�
JDQL]DWLRQDO�EXW�RI�JURXS�SURSHUWLHV��DQG�LV�OLNHO\�WR�DSSHDU�XQSUHGLFWDEOH�DQG�XQUHOLDEOH�WR�LWV
LQWHUORFXWRUV��6XFK�DQ�DVVRFLDWLRQ��LQ�RWKHU�ZRUGV��FDQQRW�§VHOO¨�WKH�FRPSOLDQFH�RI�LWV�PHPEHUV�

�������������������������������������������������������
�� $�YLVLEOH�H[SUHVVLRQ�RI�WKH�LQDELOLW\�RI�WKH�§FOXE¨�IXQFWLRQV�RI�EXVLQHVV�DVVRFLDELOLW\�WR�PRWLYDWH�VXS�

SRUW�DQG�FRPSOLDQFH�LV�WKDW��ZLWK�SURJUHVVLYH�RUJDQL]DWLRQDO�GHYHORSPHQW��WKH\�WHQG�WR�EH�GHOHJDWHG
WR�VHSDUDWH��VSHFLDOL]HG�RUJDQL]DWLRQV�QRW�HQJDJHG�LQ� LQWHUHVW�UHSUHVHQWDWLRQ�DV�VXFK��([DPSOHV�DUH
§DVFULSWLYH¨�DVVRFLDWLRQV�RI�EXVLQHVVZRPHQ�DQG�\RXQJ�HQWUHSUHQHXUV��,Q�PDQ\�FDVHV��DVVRFLDWLRQV�RI
WKLV�NLQG�DUH�FORVHO\�DOOLHG�WR�EXVLQHVV�LQWHUHVW�DVVRFLDWLRQV��ZKLFK�HLWKHU�KDYH�ILUPV�DV�PHPEHUV�RU
DUH�RSHQ�WR�LQGLYLGXDOV���DQG�VRPHWLPHV�WKH\�DUH�GLUHFWO\�ILQDQFHG�E\�WKHP��2WKHUZLVH��WKHVH�IXQF�
WLRQV�DUH�EHWWHU�SHUIRUPHG�E\�D�UDQJH�RI�RUJDQL]DWLRQV�OHVV�RULHQWHG�WR�H[WHUQDO�UHSUHVHQWDWLRQ��H�J�
5RWDU\�&OXEV��
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$Q�LPSRUWDQW�ERUGHUOLQH�FDVH�LV�FRQWURO�RYHU�PHPEHU�EHKDYLRU�WKURXJK�LQIRUPDWLRQ��,QWHUHVW�DV�
VRFLDWLRQV�PD\�GLUHFW�WKH��§PLFUR¨��EHKDYLRU�RI�WKHLU�PHPEHUV�E\�LQIRUPLQJ�WKHP�RI�LWV�OLNHO\
DJJUHJDWH��§PDFUR¨��RXWFRPH��$Q�H[DPSOH�LV�D�%,$�JDWKHULQJ�IURP�LWV�PHPEHUV�LQIRUPDWLRQ�RQ
WKHLU� LQYHVWPHQW� SODQV� DQG� IHHGLQJ� WKH� DJJUHJDWH� GDWD� EDFN� WR� WKH�PHPEHUVKLS�� ,I� WKLV� GDWD
VKRZV� WKDW� WKH� UHVXOW� RI� DOO� LQGLYLGXDO� PHPEHUV� FDUU\LQJ� RXW� WKHLU� SODQV� ZRXOG� EH� RYHU�
FDSDFLW\��LW�LV�SRVVLEOH�WKDW�PHPEHUV�ZLOO�DGMXVW�WKHLU�SODQV�DFFRUGLQJO\�¥�HVSHFLDOO\�LI�WKH�%,$
FDQ�SURGXFH�D�IRUPXOD�IRU�VKDULQJ�WKH�FRVWV�DQG�EHQHILWV�RI�LQYHVWPHQW�UHVWUDLQW��7KH�SUREOHP
ZLWK�WKLV�NLQG�RI�FRQWURO� LV�WKDW� LQIRUPDWLRQ�DORQH�GRHV�QRW�SURWHFW�WKRVH�ZKR�FRRSHUDWH�IURP
RWKHUV�WDNLQJ�DGYDQWDJH�RI�WKHP�DQG��SHUKDSV��LQFUHDVLQJ�LQVWHDG�RI�UHGXFLQJ�WKHLU�LQYHVWPHQW�
)XUWKHUPRUH��VLQFH�WKH�ZD\�PHPEHUV�UHDFW�WR�LQIRUPDWLRQ�LV�EH\RQG�FROOHFWLYH�FRQWURO��WKH�DJ�
JUHJDWH� HIIHFW� RI� LQIRUPDWLRQ� RQ� SRVVLEOH� RYHU�FDSDFLW\� PD\� ZHOO� EH� XQGHU�FDSDFLW\�� 2Q� WKH
RWKHU�KDQG��DOWKRXJK�LW�LV�D�ILUPªV�LQGLYLGXDO�GHFLVLRQ�ZKHWKHU�RU�QRW�LW�UHVSRQGV�WR�LQIRUPDWLRQ
RQ�DJJUHJDWH�FRQVHTXHQFHV�LQ�D�FROOHFWLYHO\�UDWLRQDO�ZD\��WKH�SURYLVLRQ�RI�VXFK�LQIRUPDWLRQ�E\
DQ�DVVRFLDWLRQ�SUHVXSSRVHV�WKDW�WKH�DVVRFLDWLRQ�KDV�UHFHLYHG�GHWDLOHG�DQG�WUXWKIXO�LQIRUPDWLRQ
IURP�LWV�PHPEHUV�RQ�WKHLU�SODQV��,W�LV��KRZHYHU��XQOLNHO\�WKDW�VXFK�LQIRUPDWLRQ�LV�VXSSOLHG�LQ�D
YROXQWDU\�H[FKDQJH�EHWZHHQ�WKH�DVVRFLDWLRQ�DQG�LWV�PHPEHUV�

6HOHFWLYH�*RRGV

$�PDMRU�VWHS�LQWHUHVW�DVVRFLDWLRQV�FDQ�WDNH�WR� LQFUHDVH�WKHLU�VWUDWHJLF�DXWRQRP\�LV� WR�GLYHUVLI\
WKHLU�RXWSXWV�DQG�DGG�WR�UHSUHVHQWDWLRQ�RQ�WKH�RQH�KDQG�DQG�JURXS�FRQVHQVXV�DQG�LGHQWLW\�RQ
WKH�RWKHU�VSHFLILF�VHOHFWLYH�JRRGV��6HOHFWLYH�JRRGV�DUH�SULYDWH�JRRGV�SURGXFHG�E\�DQ�DVVRFLDWLRQ
H[FOXVLYHO\� IRU� LWV�PHPEHUV��7KHLU�FHQWUDO�FKDUDFWHULVWLF� LV� WKDW� WKH\�FDQ�EH��DQG�DUH��ZLWKKHOG
IURP�QRQ�PHPEHUV�RU�PHPEHUV�ZKR�YLRODWH� WKHLU� IRUPDO�REOLJDWLRQV� WRZDUGV� WKH�DVVRFLDWLRQ�
$QG��WKHLU�SURYLVLRQ�LV�XVXDOO\�QRW�FRQWLQJHQW�RQ�PHPEHU�SDUWLFLSDWLRQ�DV�LQ�WKH�FDVH�RI�§VROL�
GDULVWLF¨�JRRGV��6HOHFWLYH�JRRGV�RIIHUHG�E\�%,$V�UDQJH�IURP�FXUUHQW�LQIRUPDWLRQ�WKURXJK�MRXU�
QDOV�DQG�QHZVOHWWHUV�¥�H�J���RQ� WHFKQRORJLFDO�DQG� OHJDO�GHYHORSPHQWV�¥� WR� WKH�SURFXUHPHQW�RI
PDWHULDOV�RU�HTXLSPHQW�DW�UHGXFHG�SULFHV��WR�DGYLFH�LQ�JHWWLQJ�JRYHUQPHQW�VXEVLGLHV�RU�WDNLQJ
DGYDQWDJH�RI�JRYHUQPHQW�HFRQRPLF�DVVLVWDQFH�SURJUDPV�� WR� LQGLYLGXDO� OHJDO�DGYLFH� LQ�FDVH�RI
ODERU�SUREOHPV�RU�FLYLO�VXLWV��WR�LQGLYLGXDO�FRQVXOWDQF\�VHUYLFHV��PDNLQJ�DYDLODEOH�WR�PHPEHUV
WKH�VSHFLILF�NQRZ�KRZ�RI� WKH� LQGXVWU\��DVVLVWDQFH� LQ�WKH�SURPRWLRQ�RI�SURGXFWV�� WKH�RUJDQL]D�
WLRQ�RI�MRLQW�GLVWULEXWLRQ�V\VWHPV��HWF��7KH�LPSRUWDQW�SRLQW�DERXW�VHOHFWLYH�JRRGV�LQ�WKH�SUHVHQW
FRQWH[W�LV�WKDW�WKH\�RIIHU�PHPEHUV�DQG�SRWHQWLDO�PHPEHUV�DGGLWLRQDO�LQFHQWLYHV�WR�FRQWULEXWH�WR
WKH�DVVRFLDWLRQªV�VXEVLVWHQFH�DQG�FRQIRUP�WR�LWV�H[SHFWDWLRQV��7KH�FRQVHTXHQFH�LV�WKDW�WKH�QHHG
IRU�WKH�DVVRFLDWLRQªV�VXEVWDQWLYH�SROLFLHV�WR�FRQIRUP�WR�WKH�H[SHFWDWLRQV�RI�WKH��SRWHQWLDO��PHP�
EHUVKLS�LV�UHGXFHG��,I�WKH�VHOHFWLYH�JRRGV�SURGXFHG�E\�DQ�DVVRFLDWLRQ�DUH�DWWUDFWLYH�HQRXJK��RQH
FDQ� EHFRPH� D�PHPEHU� DQG� EH� IRUFHG� WR� FRPSO\�ZLWK� WKH� DVVRFLDWLRQªV� GHFLVLRQV� HYHQ� LI� RQH
GLVDJUHHV�ZLWK� WKHP� ¥� SURYLGHG�� RI� FRXUVH�� WKH�PHPEHUV� QHHG� WKH� JRRGV� DQG� FDQQRW� REWDLQ
WKHP�HOVHZKHUH��6HOHFWLYH�JRRGV�� WKDW� LV�� FDQ� LQFUHDVH� WKH�VWUDWHJLF�DXWRQRP\�RI� LQWHUHVW�DVVR�
FLDWLRQV� E\� HQDEOLQJ� WKHP� WR� IUXVWUDWH� SROLWLFDO� H[SHFWDWLRQV� RI� WKHLU�PHPEHUV� IRU� WKH� VDNH� RI
VWUDWHJLF�FRQWLQXLW\�DQG�ORQJ�WHUP�REMHFWLYHV��ZLWKRXW�KDYLQJ�WR�IHDU�WKDW�PHPEHUV�ZLOO�UHIXVH
WR�FRRSHUDWH�LQ�UHVSRQVH�

2Q�WKH�RWKHU�KDQG��WKH�DXWRQRP\�SROLWLFDO�RUJDQL]DWLRQV�FDQ�DFKLHYH�WKURXJK�VHOHFWLYH�JRRGV�LV
OLPLWHG� E\� WKH� SUHVVXUH� RI� FRPPHUFLDO� FRPSHWLWRUV� RIIHULQJ� WKH� VDPH� RU� VXEVWLWXWDEOH� JRRGV�
(YHQ�LI�SULYDWH�VXSSOLHUV�FKDUJH�D�KLJKHU�SULFH�IRU�D�SDUWLFXODU�JRRG�WKDQ�DQ�DVVRFLDWLRQ��SRWHQ�
WLDO�PHPEHUV�PD\�EH�SUHSDUHG�WR�SD\�WKLV�SULFH�LI�WKH\�FDQ�LQ�WKLV�ZD\�HVFDSH�DVVRFLDWLRQDO�GLV�
FLSOLQH��,QWHUHVW�DVVRFLDWLRQV�WKDW�FDQQRW�JHW�VRPH�IRUP�RI�PRQRSRO\�SULYLOHJHV�IRU�DW�OHDVW�VRPH
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RI�WKHLU�VHOHFWLYH�JRRGV�PD\�WKHUHIRUH� LQ�WKH�ORQJ�UXQ�EH�DEOH�WR�JURZ�RQO\�LI� WKH\�UHOLHYH�WKH
JRRGV�WKH\�SURGXFH�RI�WKHLU�SROLWLFDO�IXQFWLRQV�DQG�EHFRPH�EXVLQHVV�ILUPV��7KLV��WRR��LV�D�ZD\�RI
ZLQQLQJ�VWUDWHJLF�DXWRQRP\��7KH�PHPEHUV�RI�DVVRFLDWLRQV�WXUQHG�EXVLQHVV�ILUPV�DUH�QR�ORQJHU
SROLWLFDO�VXSSRUWHUV�EXW�FXVWRPHUV��DQG�DV�VXFK�WKH\�DUH�FRQFHUQHG�RQO\�DERXW�WKH�SURGXFWV�DQG
QRW� DERXW� WKH� JRDOV� DQG� VWUXFWXUHV� RI� WKH� RUJDQL]DWLRQ� SURGXFLQJ� WKHP�� ,QWHUHVW� DVVRFLDWLRQV
WKDW� FHDVH� WR� EH� SROLWLFDO� RUJDQL]DWLRQV� DFKLHYH� WKH� VDPH� DXWRQRP\� DV� EXVLQHVV� ILUPV�ZKLFK
PDNH� WKHLU� LQYHVWPHQW� DQG�PDUNHWLQJ�GHFLVLRQV� H[FOXVLYHO\� DFFRUGLQJ� WR� FULWHULD� RI� HFRQRPLF
UDWLRQDOLW\�DQG�SURILW�PD[LPL]DWLRQ�

7KH�LQWURGXFWLRQ�E\�DVVRFLDWLRQV�RI�SULYDWH�VHOHFWLYH�JRRGV�WR�JDLQ�VWUDWHJLF�DXWRQRP\�PD\�OHDG
WR�FKDQJHV�LQ�WKH�VWUXFWXUH�RI�DVVRFLDWLRQDO�V\VWHPV�DQG�LQWHU�DVVRFLDWLRQDO�UHODWLRQV��,QVRIDU�DV
WKH�SURGXFWLRQ�RI�VHOHFWLYH�JRRGV�LV�VXEMHFW�WR�HFRQRPLHV�RI�VFDOH��LW�PD\�UHVXOW�LQ�YDULRXV�IRUPV
RI� LQVWLWXWLRQDOL]HG� LQWHU�DVVRFLDWLRQDO� FRRSHUDWLRQ��2QH� VXFK� IRUP� LV� MRLQW� YHQWXUHV��$VVRFLD�
WLRQV� SURGXFLQJ� DQG� SURYLGLQJ� VHOHFWLYH� JRRGV�PD\� LQ� DQ\� FDVH� KDYH� WR� VHW� XS� VSHFLDO� VXE�
RUJDQL]DWLRQV�IRU�WKLV�SXUSRVH�¥�HLWKHU�IRU�LQWHUQDO�RUJDQL]DWLRQDO�UHDVRQV��WR�WDNH�DGYDQWDJH�RI
WKH�EHQHILWV�RI�VSHFLDOL]DWLRQ��RU�IRU�H[WHUQDO�OHJDO�UHDVRQV��H�J��WD[�ODZV���6XFK�VXERUJDQL]DWLRQV
FDQ�EH�IXQGHG�DQG�PDLQWDLQHG�E\�WZR�RU�PRUH�DVVRFLDWLRQV�WRJHWKHU��$OWHUQDWLYHO\��DVVRFLDWLRQV
EHORQJLQJ�WR�D�FRPPRQ�KLJKHU�RUGHU�DVVRFLDWLRQ�FDQ�KDYH�WKHLU�VHOHFWLYH�JRRGV�SURGXFHG�E\�LW
UDWKHU�WKDQ�SURGXFLQJ�WKHP�LQGHSHQGHQWO\�DQG�RQ�WKHLU�RZQ��,Q�WKLV�FDVH��LQGLYLGXDO�PHPEHUV
JHW�VHOHFWLYH�JRRGV�QRW� IURP�WKHLU�GLUHFW�PHPEHUVKLS�DVVRFLDWLRQ�EXW� IURP�DQ�RUJDQL]DWLRQ�RI
ZKLFK�WKH\�DUH�RQO\�LQGLUHFW�PHPEHUV��7R�WKH�H[WHQW�WKDW�WKH�PHPEHUVKLS�DVVRFLDWLRQV�ZRXOG
EH�XQDEOH� WR�VXSSO\� WKH� UHVSHFWLYH�JRRGV�RQ� WKHLU�RZQ��VXFK�DQ�DUUDQJHPHQW�VWUHQJWKHQV� WKH
FRQWURO�RI�WKH�KLJKHU�RUGHU�DVVRFLDWLRQ�RYHU�LWV�DIILOLDWHV�

7KH�VDQFWLRQLQJ�SRZHU�LQWHUHVW�DVVRFLDWLRQV�GHULYH�IURP�VHOHFWLYH�JRRGV�LQ�UHODWLRQ�WR�WKHLU�PHP�
EHUV�GHSHQGV�RQ�WKH�GHJUHH�WR�ZKLFK�VXFK�JRRGV�DUH�LQGLVSHQVDEOH�IRU�WKH�ODWWHU��7KH�WKUHDW�WR
H[FOXGH�D�PHPEHU�ILUP�IURP�DFFHVV�WR�VHOHFWLYH�JRRGV�LV�HIIHFWLYH�DV�D�PHDQV�RI�RUJDQL]DWLRQDO
GLVFLSOLQH� LI� WKH� FRVWV� IRU�D�PHPEHU�RI� FRPSOLDQFH�DUH� ORZHU� WKDQ� WKH� FRVWV�RI� H[FOXVLRQ� �RU�RI
KDYLQJ�WR�EX\�WKH�UHVSHFWLYH�JRRGV�LQ�WKH�FRPPHUFLDO�PDUNHW���,I�WKH�FRVWV�RI�H[FOXVLRQ�DUH�VXE�
VWDQWLDO�¥�L�H��LI�WKH�VHOHFWLYH�JRRGV�WKH�RUJDQL]DWLRQ�SURYLGHV�DUH�HVVHQWLDO�DQG�H[SHQVLYH�WR�JHW
HOVHZKHUH�¥�WKH�DELOLW\�RI�WKH�RUJDQL]DWLRQ�WR�SUHYHQW�LWV�PHPEHUV�IURP�IUHH�ULGLQJ�DQG�IUHH�ERRW�
LQJ�LV�KLJK��,I�WKH�UHODWLYH�FRVWV�RI�EHLQJ�H[FOXGHG�IURP�VHOHFWLYH�JRRGV�DUH�ORZ�¥�ZKLFK�LV�OLNHO\
WR�EH�WKH�FDVH�DV�ORQJ�DV�FRPPHUFLDO�FRPSHWLWLRQ�LV�DGPLWWHG�DQG�WKH�RUJDQL]DWLRQ�GRHV�QRW�VKDUH
LQ�VRPH�NLQG�RI�SXEOLF�DXWKRULW\�¥�WKH�VDQFWLRQLQJ�SRZHU�RI�WKH�RUJDQL]DWLRQ�LV�OLPLWHG�

*HQHUDOO\�VSHDNLQJ��VHOHFWLYH�JRRGV�DUH�SRVLWLYH�VDQFWLRQV��UHZDUGV��LQFHQWLYHV��IRU�MRLQLQJ�DQ�DV�
VRFLDWLRQ�DQG�DFFHSWLQJ�LWV�GHFLVLRQV�DV�ELQGLQJ��WR�WKH�H[WHQW�WKDW�WKH\�FDQ�EH�ZLWKGUDZQ�IURP
QRQ�FRPSOLDQW� PHPEHUV� WKH\� JLYH� DQ� DVVRFLDWLRQ� D� FDSDFLW\� WR� ZLHOG� QHJDWLYH� VDQFWLRQV�� 7KH
VWURQJHVW�DQG�PRVW�HIIHFWLYH�VDQFWLRQV�%,$V�FDQ�ZLHOG�DUH�SUREDEO\�WKRVH�WKDW�FUHDWH�FRPSHWL�
WLYH�DGYDQWDJHV�RU�GLVDGYDQWDJHV��$Q�H[DPSOH�RI�DQ�DVVRFLDWLRQDO�VHOHFWLYH�JRRG�ZLWK�WKLV�HIIHFW
LV�DFFHVV�WR�D�MRLQW�GLVWULEXWLRQ�V\VWHP�RXWVLGH�RI�ZKLFK�D�SDUWLFXODU�SURGXFW�FDQQRW�EH�PDUNHWHG
DW�D�FRPSHWLWLYH�SULFH��+RZHYHU��LI�WKH�FRPSHWLWLYH�DGYDQWDJHV�FUHDWHG�E\�D�VHOHFWLYH�JRRG��RU
WKH� GLVDGYDQWDJHV� FUHDWHG� E\� LWV�ZLWKGUDZDO�� H[FHHG� D� FHUWDLQ� OHYHO�� WKLV�PD\�� DQG� QRUPDOO\
ZLOO��FRQIOLFW�ZLWK�WKH�ODZV�RQ�IUHH�WUDGH�DQG�FRPSHWLWLRQ��,Q�WKLV�FDVH��WKH�XVH�RI�WKH�VHOHFWLYH
JRRG�IRU�RUJDQL]DWLRQDO�SXUSRVHV��LI�SHUPLWWHG�DW�DOO��LV�OLNHO\�WR�EH�KLJKO\�UHJXODWHG�OHJDOO\�DQG
VXEMHFW�WR�MXGLFLDO�UHYLHZ��$JDLQ��WKLV�VKRZV�WKDW�WKH�HIIHFWLYHQHVV�RI�VHOHFWLYH�JRRGV�DV�PHDQV
RI� RUJDQL]DWLRQDO� FRQWURO� GHSHQGV� WR� D� ODUJH� GHJUHH� RQ� H[SOLFLW� RU� WDFLW� VWDWH� OLFHQVLQJ� DQG
DXWKRUL]DWLRQ�
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$QRWKHU�LPSRUWDQW�DVSHFW�RI�VHOHFWLYH�JRRGV�DV�D�EDVLV�RI�RUJDQL]DWLRQDO�VDQFWLRQLQJ�SRZHU�LQ
%,$V�LV� WKDW�WKH\�DIIHFW� ODUJH�DQG�VPDOO� ILUPV�GLIIHUHQWO\��/DUJH�ILUPV�DUH�QRUPDOO\�EHWWHU�DEOH
WKDQ�VPDOO�ILUPV�WR�GR�ZLWKRXW�WKH�VHOHFWLYH�JRRGV�RIIHUHG�E\�%,$V��7KH�WKUHDW�WR�ZLWKGUDZ�VXFK
VHUYLFHV�LQ�UHVSRQVH�WR�QRQ�FRPSOLDQFH�ZLOO�WKHUHIRUH�PDNH�OHVV�RI�DQ�LPSUHVVLRQ�RQ�WKHP�WKDQ
RQ� WKHLU� VPDOOHU� FRPSHWLWRUV�� )XUWKHUPRUH�� LI� GXHV� DUH� DVVHVVHG� RQ� WKH� EDVLV� RI� VDOHV� RU� HP�
SOR\PHQW��ODUJH�ILUPV�SD\�PRVW�RI�WKH�FRVWV�RI�DQ�DVVRFLDWLRQªV�VHOHFWLYH�JRRGV�HYHQ�WKRXJK�WKH\
GR�QRW�PDNH�PXFK�XVH�RI�WKHP��,Q�HIIHFW��WKLV�DPRXQWV�WR�ODUJH�ILUPV�VXEVLGL]LQJ�WKURXJK�WKH
DVVRFLDWLRQ�WKHLU�VPDOOHU�FRPSHWLWRUV��,I�LQ�VXFK�D�VLWXDWLRQ�D�ODUJH�ILUP�ZHUH�H[SHOOHG��RU�LI�LW�UH�
VLJQHG� IURP�PHPEHUVKLS�� WKH�DVVRFLDWLRQ�PD\�EHFRPH�XQDEOH� WR�SURGXFH� WKH� VHOHFWLYH�JRRGV
IRU�ZKRVH�VDNH� LWV� VPDOOHU�PHPEHUV�KDYH� MRLQHG� LW�DQG�DUH�SUHSDUHG� WR�FRPSO\�ZLWK� LWV�GHFL�
VLRQV��7KLV�LPSOLHV�WKDW�WKH�VWUDWHJLF�DXWRQRP\�DQ�DVVRFLDWLRQ�FDQ�JDLQ�WKURXJK�VHOHFWLYH�JRRGV
PD\�GLIIHU�IRU�GLIIHUHQW�FDWHJRULHV�RI�PHPEHUV��0RUHRYHU��LW�VKRZV�WKDW�ZKDW�DW�ILUVW�JODQFH�PD\
ORRN�OLNH�FRQWURO�RI�DQ�DVVRFLDWLRQ�RYHU�LWV�PHPEHUVKLS�PD\�LQ�IDFW�EH�FRQWURO�E\�ODUJH�PHPEHUV
RYHU�WKH�VPDOOHU�RQHV��%,$V�ZKRVH�LQWHUQDO�SROLWLFV�DUH�LQ�WKLV�VHQVH�PRUH�RU�OHVV�D�UHIOHFWLRQ�RI
H[LVWLQJ� SRZHU� GLIIHUHQWLDOV� LQ� WKHLU� UHVSHFWLYH� FRQVWLWXHQFLHV� DUH� SUHFLVHO\� QRW� �UHODWLYHO\�
DXWRQRPRXV�� UDWKHU�� WKH\� DUH� LQVWUXPHQWV� RI� GRPLQDWLRQ� RI� VRPH� RI� WKHLU�PHPEHUV� RYHU� WKH
RWKHUV�

0RQRSRO\�*RRGV

%,$V�FDQ�WU\�WR�LQFUHDVH�WKHLU�VWUDWHJLF�DXWRQRP\�EH\RQG�ZKDW�WKH\�FDQ�JDLQ�E\�SURYLGLQJ�SUL�
YDWH�VHOHFWLYH�JRRGV�WKURXJK�WKH�DVVLVWDQFH�RI�RWKHU�RUJDQL]DWLRQV��HVSHFLDOO\�WUDGH�XQLRQV�DQG�WKH
VWDWH��7R�DYDLO�WKHPVHOYHV�RI�VXFK�DVVLVWDQFH��WKH\�KDYH�WR�DGG�WR�WKHLU�SULPDU\�RXWSXWV�RWKHUV
WKDW�DUH�RI�XVH�IRU�WKHLU�SRWHQWLDO�DOOLHV��7KH�WZR�PRVW�LPSRUWDQW�RI�VXFK�RXWSXWV�DUH�LQIRUPDWLRQ
DQG�FRPSOLDQFH��,Q�H[FKDQJH�IRU�WKHP��%,$V�PD\�UHFHLYH�YDULRXV�NLQGV�RI�RUJDQL]DWLRQDO�VXSSRUW
FRQWULEXWLQJ�WR�WKHLU�DELOLW\�WR�FRQWURO�WKHLU�PHPEHUV��$V�IDU�DV�WKH�VWDWH�LV�FRQFHUQHG��VXFK�VXS�
SRUW�FRQVLVWV�SULPDULO\�LQ�PRQRSRO\�ULJKWV�RQ�WKH�SURYLVLRQ�RI�FHUWDLQ�YLWDO�JRRGV�RU�VHUYLFHV�WR
�SRWHQWLDO��%,$�PHPEHUV��RU�LQ�D�VKDUH�LQ�WKH�DXWKRULW\�RI�WKH�VWDWH�WR�PDNH�OHJDOO\�ELQGLQJ�GHFL�
VLRQV�RQ�PDWWHUV�RI�LQWHUHVW�WR�%,$�FRQVWLWXHQWV�

6WDWH�DJHQFLHV�XQGHUWDNLQJ�WR�UHJXODWH�FRPSOH[�HFRQRPLF�SURFHVVHV�UHTXLUH�DFFXUDWH�LQIRUPDWLRQ
RQ� WKH�SRVVLEOH� DQG�DFWXDO� FRQVHTXHQFHV�RI� WKHLU� DFWLRQV��&ROOHFWLQJ� WKLV� LQIRUPDWLRQ�RQ� WKHLU
RZQ�PLJKW�QRW�RQO\�EH�FRVWO\�IRU� WKHP��(VSHFLDOO\� LQ�WKH�FDVH�RI�SULYDWH�EXVLQHVV�� LQGLYLGXDOV
PD\�EH�XQZLOOLQJ�WR�VXSSO\�WUXWKIXO�LQIRUPDWLRQ�WR�WKH�VWDWH�IRU�IHDU�RI�LQWHUIHUHQFH�ZLWK�WKHLU
SURSHUW\� ULJKWV��7KLV�PD\�EH�GLIIHUHQW� LI� WKH� LQIRUPDWLRQ� LV� FROOHFWHG�E\�D�SULYDWH� LQWHUHVW� RU�
JDQL]DWLRQ�LQ�ZKLFK�WKH�UHVSHFWLYH�LQGLYLGXDOV�KDYH�FRQILGHQFH��,QIRUPDWLRQ�FROOHFWHG�E\�%,$V
PD\�IRU�WKLV�UHDVRQ�EH�PRUH�UHOLDEOH�DQG�FRPSOHWH�WKDQ�LQIRUPDWLRQ�FROOHFWHG�E\�WKH�VWDWH��DQG
%,$V�SURYLGLQJ��SURFHVVHG�DQG�DJJUHJDWHG��LQIRUPDWLRQ�RQ�WKHLU�PHPEHUV�WR�WKH�VWDWH�PD\�WKXV
VHUYH�DQ�LPSRUWDQW�SXEOLF�SROLF\�IXQFWLRQ��,QVRIDU�DV�WKH�VWDWH�KDV�DQ�LQWHUHVW�WKDW�WKLV�WDVN�LV�LQ
IDFW�SHUIRUPHG��LW�PD\�GHFLGH�WR�VXEVLGL]H�%,$V��WR�UHLPEXUVH�WKHP�IRU�H[SHQVHV�LQFXUUHG��RU�WR
JUDQW� WKHP� OHJDO� DXWKRULW\� WR� H[WUDFW� WKH� LQIRUPDWLRQ� LQ� TXHVWLRQ� IURP� QRQ�PHPEHUV� DQG
DJDLQVW�UHVLVWDQFH�

$V�IDU�DV�FRPSOLDQFH�LV�FRQFHUQHG��DOO�LQWHUHVW�DVVRFLDWLRQV�QHJRWLDWLQJ�ZLWK�WKH�VWDWH�RU�RWKHU�RU�
JDQL]DWLRQV�RQ�EHKDOI�RI�WKHLU�PHPEHUV�KDYH�D�YLWDO�LQWHUHVW�LQ�EHLQJ�DEOH�WR�PDNH�WKHLU�PHP�
EHUV�DFFHSW�WKH�UHVXOWV�RI�VXFK�QHJRWLDWLRQV��:LWKRXW�WKLV�DELOLW\��WKH\�ZRXOG�QR�ORQJHU�EH�UHF�
RJQL]HG�E\�WKHLU�FRXQWHUSDUWV�DV�UHSUHVHQWDWLYHV�RI�WKHLU�UHVSHFWLYH�FDWHJRU\�RI�LQWHUHVW��,Q�GH�
YHORSLQJ�D� FDSDFLW\� WR�PDNH� WKHLU�PHPEHUV� FRPSO\�ZLWK�QHJRWLDWHG�DJUHHPHQWV�� DVVRFLDWLRQV
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DFW�QRW�RQO\�LQ�WKHLU�RZQ�LQWHUHVW�EXW�DOVR��LQVRIDU�DV�WKHVH�GHSHQG�RQ�WKH�DFWXDO�HQIRUFHPHQW�RI
WKH�DJUHHPHQW��LQ�WKDW�RI�WKHLU�SDUWQHUV��,Q�WKH�FDVH�RI�%,$V��WKLV�KROGV�IRU�ERWK�WKH�VWDWH�ZLWK�LWV
LQWHUHVW� LQ� JRYHUQDELOLW\�� DQG� WKH� WUDGH� XQLRQV�ZLWK� WKHLU� LQWHUHVW� LQ� LQGXVWU\�ZLGH� FROOHFWLYH
EDUJDLQLQJ� ¥� DQG� LW� DSSOLHV� HYHQ� WKRXJK�%,$V�PD\� LQ� VSHFLILF� LQVWDQFHV�XVH� WKHLU� FDSDFLW\� WR
JHQHUDWH�PHPEHU�FRPSOLDQFH�WR�ER\FRWW�VWDWH�SROLFLHV�RU�WR�RUJDQL]H�ORFN�RXWV�

7KHUH� DUH�� EDVLFDOO\�� WKUHH� NLQGV� RI� PRQRSRO\� ULJKWV� ZKLFK� LQWHUHVW� DVVRFLDWLRQV� FDQ� DFTXLUH
IURP��RU�ZLWK�WKH�WROHUDWLRQ�RI��WKH�VWDWH������PRQRSRO\�RQ�WKH�VXSSO\�RI�FHUWDLQ��QRUPDOO\�VHOHF�
WLYH�� JRRGV�� DQG� LQ� SDUWLFXODU� H[HPSWLRQ� IURP� FRPSHWLWLRQ� E\� SULYDWH� EXVLQHVV� ILUPV�� ���� D
PRQRSRO\�RI�UHSUHVHQWDWLRQ�IRU�FHUWDLQ�FDWHJRULHV�RI�LQWHUHVWV��DQG�����SDUWLFLSDWLRQ�LQ�WKH�PR�
QRSRO\�RI�WKH�VWDWH�WR�PDNH�ELQGLQJ�GHFLVLRQV��ZKDW�ZH�KDYH�FDOOHG�DQ�§DXWKRULWDWLYH�JRRG¨��

����$Q�H[DPSOH�RI�WKH�ILUVW�NLQG�RI�PRQRSRO\�LV�D�OHJDO�SULYLOHJH�WR�UXQ�D�MRLQW�GLVWULEXWLRQ�V\V�
WHP�RXWVLGH�RI�ZKLFK�QR�ILUP�LQ�D�SDUWLFXODU�PDUNHW�FDQ�VHOO�LWV�SURGXFWV��,Q�VXFK�D�VLWXDWLRQ��QR
ILUP� LQ� WKH� LQGXVWU\� FDQ� DIIRUG�QRW� WR� MRLQ� WKH� DVVRFLDWLRQ� RU� WR� EH� H[SHOOHG� IURP� LW��$QRWKHU
H[DPSOH�ZRXOG�EH�FRQVXOWDQF\�VHUYLFHV�WKURXJK�ZKLFK�ILUPV�FDQ�JHW�DFFHVV�WR� OHJDO��DGPLQLV�
WUDWLYH�� PDQDJHULDO� DQG� WHFKQRORJLFDO� NQRZ�KRZ�ZKLFK� WKH\�ZRXOG� QRW� EH� DEOH� WR� JHW� IURP
RWKHU� VRXUFHV�� $Q� DVVRFLDWLRQ�PD\� HYHQ� KDYH� DQ� H[SOLFLW� OHJDO� SULYLOHJH� WR� SURYLGH� D� FHUWDLQ
VHUYLFH��VXFK�DV�UHSUHVHQWDWLRQ�LQ�D�ODERU�FRXUW�RU�LQIRUPDWLRQ�RQ�WKH�GHYHORSPHQW�RI�WKH�PDU�
NHW��EXW�WKLV�DSSHDUV�WR�EH�WKH�H[FHSWLRQ�UDWKHU�WKDQ�WKH�UXOH�IRU�EXVLQHVV�LQWHUHVWV�

����$Q�DVVRFLDWLRQ�PD\�KDYH�D�VWDWH�JXDUDQWHHG�GH�IDFWR�RU�GH�MXUH�PRQRSRO\�RQ�WKH�UHSUHVHQWD�
WLRQ�RI�D�SDUWLFXODU�FDWHJRU\�RI�LQWHUHVW��0RQRSROLHV�RI�UHSUHVHQWDWLRQ��DV�KDV�EHHQ�SRLQWHG�RXW�
SHUPLW�WKH�IRUPDWLRQ�RI�PRUH�HQFRPSDVVLQJ�RUJDQL]DWLRQDO�XQLWV�DQG�DUH�FORVHO\�OLQNHG�WR�WKH
HPHUJHQFH�RI�KLHUDUFKLFDOO\�LQWHJUDWHG�LQWHU�DVVRFLDWLRQDO�V\VWHPV��0RUHRYHU��RQO\�DVVRFLDWLRQV
KDYLQJ�D�PRQRSRO\�RI� UHSUHVHQWDWLRQ�DUH� FDSDEOH�RI�SURGXFLQJ� FHUWDLQ� VHOHFWLYH�JRRGV�ZKLFK
PD\�LQ�WXUQ�LQFUHDVH�WKHLU�LQGLVSHQVDELOLW\�IRU�WKHLU�PHPEHUV��)RU�H[DPSOH��HPSOR\HUV�DVVRFLD�
WLRQV�FDQQRW�RIIHU�WKHLU�PHPEHUV�DQ�HIIHFWLYH�VWULNH�LQVXUDQFH�VFKHPH�XQOHVV�WKH\�FDQ�SUHYHQW
WKHP� IURP� FRQGXFWLQJ� ODERU� UHODWLRQV� RQ� WKHLU� RZQ�� LI� WKH\� FRXOG� QRW�� PHPEHUV� ZRXOG� EH
WHPSWHG�WR�EDUJDLQ�§LUUHVSRQVLEO\¨�DQG�WR� LPSRVH�WKH�FRVWV�RI� WKH�HQVXLQJ�GLVUXSWLRQV�RQ�WKH
LQVXUDQFH�IXQG�DQG��WKXV��RQ�WKH�PHPEHUVKLS�DV�D�ZKROH��*HQHUDOO\��DVVRFLDWLRQV�ZLWK�D�PRQR�
SRO\�RI�UHSUHVHQWDWLRQ�KDYH�PRUH�VWUDWHJLF�DXWRQRP\�WKDQ�DVVRFLDWLRQV�FRPSHWLQJ�ZLWK�RWKHUV
IRU�PHPEHUV�� XQOLNH� WKH� ODWWHU�� WKH\�GR�QRW� KDYH� WR� IHDU� WKDW�PHPEHUV�GLVDSSRLQWHG� E\� WKHLU
SROLFLHV�ZLOO�MRLQ�D�FRPSHWLWRU�

���� $� %,$� DGPLQLVWHULQJ� D� VWDWH� UHJLRQDO� DLG� RU� GLVLQYHVWPHQW� IXQG� DQG� KDQGLQJ� RXW� SXEOLF
PRQH\�WR��PHPEHU�� ILUPV�ZLHOGV�VWDWH�DXWKRULW\�DQG�VHUYHV� WKH�IXQFWLRQ�RI�D�VWDWH�DJHQF\��6R
GRHV�DQ�DVVRFLDWLRQ�FDUU\LQJ�RXW�D�OLFHQVLQJ�RU�RFFXSDWLRQDO�WUDLQLQJ�SURJUDP�XQGHU�VWDWH�DXV�
SLFHV��$QRWKHU�IRUP�RI�GHYROXWLRQ�RI�VWDWH�DXWKRULW\�RQ�LQWHUHVW�DVVRFLDWLRQV�LV�WKH�GHFODUDWLRQ�RI
FROOHFWLYH�DJUHHPHQWV�DV�§JHQHUDOO\�YDOLG¨��§DOOJHPHLQYHUELQGOLFK¨��E\�D�VWDWH�DJHQF\��DV�D�UHVXOW�
WKH�DJUHHPHQW�DSSOLHV�WR�ERWK�DVVRFLDWLRQ�PHPEHUV�DQG�QRQ�PHPEHUV��7KH�H[DPSOHV�VKRZ�WKDW
WKH�PRUH� DQ� DVVRFLDWLRQ� LV� SHUPLWWHG� WR� VKDUH� LQ� VWDWH� DXWKRULW\�� WKH�PRUH� WKH� GLVWLQFWLRQ� EH�
WZHHQ�DVVRFLDWLRQ�PHPEHUV�DQG�QRQ�PHPEHUV� ORVHV� LWV�PHDQLQJ��HLWKHU�WKH�QRQ�PHPEHUV�GLV�
DSSHDU�FRPSOHWHO\�ZLWK�WKH�IRUPDO�LQWURGXFWLRQ�RI�FRPSXOVRU\�PHPEHUVKLS��RU�PHPEHUV�DQG
QRQ�PHPEHUV�HTXDOO\�WXUQ�LQWR�VXEMHFWV�RI�D�QHZ�IRUP�RI�GH�IDFWR�SULYDWH�JRYHUQDQFH�

6WDWH�JUDQWHG�PRQRSRO\�ULJKWV�PD\�KHOS�DVVRFLDWLRQV�VROYH�WKHLU�SUREOHPV�LQ�FRQWUROOLQJ�ODUJH
PHPEHU� ILUPV��/DUJH� ILUPV�PD\�EH�DV�GHSHQGHQW�XSRQ�FHUWDLQ�PRQRSRO\�JRRGV�� UHTXLUH�D� OL�
FHQVH��RU�ZDQW�SXEOLF�VXEVLGLHV��DV�VPDOO�ILUPV��,I�WKH\�FDQ�JHW�WKHVH�RQO\�WKURXJK�D�SDUWLFXODU
DVVRFLDWLRQ��WKH\�DUH�LQ�SULQFLSOH�YXOQHUDEOH�WR�LWV�RUJDQL]DWLRQDO�VDQFWLRQV��,W�VHHPV�WKDW�ZLWK�



�� 03,I*�'LVFXVVLRQ�3DSHU�����

RXW�VRPH�HOHPHQW�RI�VWDWH�SURWHFWHG�PRQRSRO\�RU�VWDWH�GHULYHG�DXWKRULW\��%,$V�DUH�XQOLNHO\�WR
DFTXLUH�VLJQLILFDQW�VDQFWLRQLQJ�SRZHU�RYHU�WKHLU�ODUJH�PHPEHUV��:KHWKHU�RU�QRW�RUJDQL]DWLRQDO
SULYLOHJHV�DFWXDOO\� VWUHQJWKHQ�DVVRFLDWLRQDO� FRQWURO�RYHU� ODUJH�PHPEHU� ILUPV�GHSHQGV��DPRQJ
RWKHU�WKLQJV��RQ�WKH�UHVSRQVH�RI�WKH�VWDWH�WR�VXFK�ILUPV�WU\LQJ�WR�FLUFXPYHQW�DVVRFLDWLRQDO�FKDQ�
QHOV� DQG� HVWDEOLVK� GLUHFW� FRQWDFWV� ZLWK� VWDWH� DJHQFLHV�� ,I� VXFK� DWWHPSWV� DUH� GLVFRXUDJHG�� WKH
DXWKRULW\�RI� WKH� DVVRFLDWLRQ� LV� UHLQIRUFHG�� LI� WKH\� DUH�SHUPLWWHG� WR�EH� VXFFHVVIXO�� DVVRFLDWLRQDO
FRQWURO�LV�XQGHUPLQHG�DQG�UHVWULFWHG�WR�MXVW�WKH�VPDOOHU�PHPEHUV�

*HQHUDOO\�VSHDNLQJ��WKH�SRZHU�RYHU�LWV�PHPEHUV�ZKLFK�DQ�DVVRFLDWLRQ�FDQ�GHULYH�IURP�D�VWDWH�
JXDUDQWHHG�PRQRSRO\�LV�GHWHUPLQHG�E\�WKH�LPSRUWDQFH�RI�WKH�PRQRSRO\�JRRGV�SXW�DW� LWV�GLV�
SRVDO��DQG�E\�WKH�UDQJH�RI�GLVFUHWLRQ�LW�KDV�LQ�GLVSHQVLQJ�WKHP��7KH�PRUH�LPSRUWDQW�WKH�UHVSHF�
WLYH�JRRGV�DUH�IRU�PHPEHUV�DQG�SRWHQWLDO�PHPEHUV��DQG�WKH�OHVV�UHVWULFWHG�WKH�DVVRFLDWLRQ�LV�E\
DQWL�WUXVW� ODZV� RU� FRQVWLWXWLRQDO� SULQFLSOHV� LQ� ZLWKKROGLQJ� WKHP� IURP� QRQ�PHPEHUV� RU� QRQ�
FRPSOLDQW� PHPEHUV�� WKH� PRUH� RQH� FDQ� VSHDN� RI� WKH� DVVRFLDWLRQ� KDYLQJ� WKH� SRZHU� DQG� WKH
DXWKRULW\� WR� H[HUFLVH� FRPSXOVLRQ�� 2UJDQL]DWLRQDO� GHYHORSPHQW� RI� LQWHUHVW� DVVRFLDWLRQV� LQYROYHV� D
JURZLQJ�FDSDELOLW\�WR�XVH�FRPSXOVLRQ�RQ�WKH�PHPEHUVKLS��DQG�D�FRUUHVSRQGLQJ�GHFOLQH�RI�WKH�QHHG�WR�UHO\
RQ�SHUVXDVLRQ�RU�LQIRUPDO�SUHVVXUH�DV�D�PHFKDQLVP�RI�RUJDQL]DWLRQDO�FRQWURO��&RPSXOVLRQ�FDQ�EH�H[HU�
FLVHG�WKURXJK�ERWK�SRVLWLYH�DQG�QHJDWLYH�VDQFWLRQV��$�SRVLWLYH�VDQFWLRQ�LV�D�UHZDUG�IRU�EHKDYLRU�LQ
DFFRUGDQFH�ZLWK�D�SDUWLFXODU�H[SHFWDWLRQ��LW�DGGV�WR�DQ�DFWRUªV�OHYHO�RI�JUDWLILFDWLRQ��$�QHJDWLYH
VDQFWLRQ�LV�D�SXQLVKPHQW�IRU�YLRODWLQJ�DQ�H[SHFWDWLRQ�� LW�GHSULYHV�DQ�DFWRU�RI�VRPHWKLQJ�KH�RU
VKH�KDV�DOUHDG\�SRVVHVVHG��%RWK�SRVLWLYH�DQG�QHJDWLYH�VDQFWLRQV�FUHDWH�D�GLIIHUHQFH�LQ�WKH�OHYHO
RI�JUDWLILFDWLRQ�EHWZHHQ�DFWRUV�ZKR�GR�DQG�DFWRUV�ZKR�GR�QRW�EHKDYH�LQ�OLQH�ZLWK�WKH�UHVSHFWLYH
H[SHFWDWLRQV��,I�WKLV�GLIIHUHQFH�LV�VR�ODUJH�WKDW�DQ�DFWRU�FDQQRW�DIIRUG�QRW�WR�FRPSO\��WKH�VLWXDWLRQ
LV�RQH�RI�FRPSXOVLRQ�

3RVLWLYH� VDQFWLRQV� LQ� LQWHUHVW� DVVRFLDWLRQV� DUH� UHZDUGV� WKH� DVVRFLDWLRQ�JLYHV� WR� LWV�PHPEHUV� IRU
FRPSOLDQFH�ZLWK�LWV�GHFLVLRQV��7R�EH�HIIHFWLYH��VXFK�UHZDUGV�PXVW�H[FHHG�WKH�DGYDQWDJHV�PHP�
EHUV�FRXOG�JDLQ�IURP�QRQ�FRPSOLDQFH��,Q�PRVW�VLWXDWLRQV�LQ�ZKLFK�LPSRUWDQW�PHPEHU�LQWHUHVWV
DUH�DW�VWDNH��%,$V�RQ�WKHLU�RZQ�DUH�XQOLNHO\�WR�EH�DEOH�WR�PRELOL]H�LQFHQWLYHV�VXEVWDQWLDO�HQRXJK
WR�RXWZHLJK�WKH�LQFHQWLYHV�IRU�§RSSRUWXQLVWLF¨�FRPSHWLWLYH�EHKDYLRU�LQ�GHILDQFH�RI�DVVRFLDWLRQ
SROLF\��7R�DFKLHYH�VXIILFLHQW�SRVLWLYH�VDQFWLRQLQJ�SRZHU�WR�FRQWURO� WKHLU�PHPEHUV��%,$V�WKHUH�
IRUH�PD\�KDYH�WR�IDOO�EDFN�RQ�WKH�DVVLVWDQFH�RI�WKLUG�SDUWLHV��LQ�SDUWLFXODU��RQ�WKH�VWDWH��$Q�H[�
DPSOH�RI�D�UHZDUG�IRU�FRPSOLDQFH�WKDW�LV�LQ�WKLV�VHQVH�§ERUURZHG¨�IURP�WKH�VWDWH�LV�DEVWHQWLRQ
E\�WKH�JRYHUQPHQW�IURP�OHJDO�EXUHDXFUDWLF�UHJXODWLRQ�RI�D�SDUWLFXODU�SUREOHP�RQ�WKH�FRQGLWLRQ
WKDW�LW�LV�UHJXODWHG�E\�FROOHFWLYH�VHOI�JRYHUQPHQW�WKURXJK�WKH�DVVRFLDWLRQ��7KH�UHZDUG�IRU�PHP�
EHUV� FRPSO\LQJ�ZLWK� DVVRFLDWLRQ�SROLF\� LV�� LQ� WKLV� FDVH�� WKDW� WKHLU� DXWRQRP\� LQ� UHODWLRQ� WR� WKH
VWDWH�UHPDLQV�XQLPSDLUHG�DQG�WKDW�WKH�DJHQF\�FRQWUROOLQJ�WKHP�LV�QRW�D�VWDWH�EXUHDXFUDF\�EXW
WKHLU�RZQ�DVVRFLDWLRQ��)RU� LQVWDQFH��ZKHQ� WKH�:HVW�*HUPDQ�JRYHUQPHQW� LQ� WKH�����V� FRQVLG�
HUHG�OHJLVODWLRQ�WR�LQFUHDVH�WKH�QXPEHU�RI�DSSUHQWLFHVKLSV��&KDPEHUV�RI�&RPPHUFH�DQG�WUDGH
DVVRFLDWLRQV�SURPLVHG� WR�SHUVXDGH� WKHLU�PHPEHUV� WR� WDNH� RQ�PRUH� DSSUHQWLFHV� §YROXQWDULO\¨�
)RU�PDQ\�PHPEHUV�� WKH� SURVSHFW� RI� DYRLGLQJ�GLUHFW� JRYHUQPHQW� UHJXODWLRQ�ZDV� VXIILFLHQW� WR
PDNH�WKHP�FRPSO\�DQG�GR�ZKDW�WKHLU�DVVRFLDWLRQ�ZDQWHG�WKHP�WR�GR�

$QRWKHU� NLQG� RI� SRVLWLYH� VDQFWLRQ� LV� GLUHFW� LQFHQWLYH� SD\PHQWV�� H�J�� SUHPLXPV� IRU� GLVLQYHVW�
PHQW�� IRU� LQYHVWPHQW� LQ� D� SDUWLFXODU� UHJLRQ� RU� SURGXFW�� IRU� SDUWLFLSDWLRQ� LQ� DQ� LQWHUQDWLRQDO
WUDGH�ER\FRWW�RU� LQ�D�ORFNRXW�HWF��7KH�UHVSHFWLYH�IXQGV�PD\�EH�JLYHQ�WR�WKH�DVVRFLDWLRQ�E\�WKH
VWDWH�RU�PD\�EH�FROOHFWHG�E\� WKH�DVVRFLDWLRQ� IURP� LWV�PHPEHUV��1RUPDOO\�� VXFK�§SULYDWH� WD[D�
WLRQ¨�ZLOO�QRW�EH�HIIHFWLYH�ZLWKRXW�VRPH�NLQG�RI�VWDWH�DXWKRUL]DWLRQ�DQG�HQIRUFHPHQW�



6FKPLWWHU��6WUHHFN��7KH�2UJDQL]DWLRQ�RI�%XVLQHVV�,QWHUHVWV ��

1HJDWLYH�VDQFWLRQV�DUH�SXQLVKPHQWV�LQIOLFWHG�E\�DQ�DVVRFLDWLRQ��RU�E\�WKH�VWDWH�RQ�EHKDOI�RI�DQ�DV�
VRFLDWLRQ�� XSRQ� QRQ�FRPSOLDQW� PHPEHUV���� $Q� REYLRXV� FDVH� LQ� SRLQW� DUH� ILQHV�� $VVRFLDWLRQV
PD\�RQ�WKH�EDVLV�RI�WKHLU�FRQVWLWXWLRQ�FROOHFW�ILQHV�IURP�PHPEHUV�IRXQG�LQ�EUHDFK�RI�DVVRFLDWLRQ
SROLF\��7R�EH�HIIHFWLYH��ILQHV�KDYH�WR�H[FHHG�WKH�JDLQV�PHPEHUV�ZRXOG�PDNH�WKURXJK�QRQ�FRP�
SOLDQFH��)XUWKHUPRUH��ILQHV�ZRUN�RQO\�LI�PHPEHUV�GR�QRW�KDYH�WKH�DOWHUQDWLYH�RI�OHDYLQJ�WKH�DV�
VRFLDWLRQ��7KLV�DOWHUQDWLYH�LV�QRW�DYDLODEOH�LI�PHPEHUVKLS�LV�HLWKHU�FRPSXOVRU\�RU�VR�HVVHQWLDO�IRU
VXFFHVVIXO� RSHUDWLRQ� LQ� WKH� LQGXVWU\� WKDW� PHPEHUV� FDQQRW� DIIRUG� WR� JLYH� LW� XS�� ,Q� WKH� ODVW
LQVWDQFH��WKH�FDSDFLW\�RI�DQ�DVVRFLDWLRQ�WR�ILQH�LWV�PHPEHUV�GHSHQGV�RQ�ZKHWKHU�ILQHV�DUH�HQIRUFH�
DEOH�LQ�FRXUW��DQG�RQ�WKH�H[WHQW�WR�ZKLFK�WKH�OHJDO�RUGHU�FRPHV�WR�WKH�DVVLVWDQFH�RI�ILQHG�PHP�
EHUV�LQ�WKH�QDPH�RI�SULQFLSOHV�OLNH�§GXH�SURFHVV¨��§IUHHGRP�RI�WUDGH¨�RU�§QHJDWLYH�IUHHGRP�RI
DVVRFLDWLRQ¨�

2WKHU� QHJDWLYH� VDQFWLRQV� DVVRFLDWLRQV� PD\� XVH� DJDLQVW� QRQ�FRPSOLDQW� PHPEHUV� FRQVLVW� RI� D
ZLWKGUDZDO� RI� PHPEHUVKLS� ULJKWV�� ([DPSOHV� LQFOXGH� VXVSHQVLRQ� RI� YRWLQJ� ULJKWV�� H[FOXVLRQ
IURP�VHOHFWLYH�JRRGV��DQG�H[SXOVLRQ��([SXOVLRQ�LV�WKH�XOWLPDWH�QHJDWLYH�VDQFWLRQ�DQ�DVVRFLDWLRQ
KDV� DW� LWV� GLVSRVDO���� ([SHOOHG�PHPEHUV� IRUIHLW� DOO� ULJKWV� DQG� DGYDQWDJHV� IRUPDOO\� FRQQHFWHG
ZLWK�PHPEHUVKLS�VWDWXV��7KH�PRUH�LPSRUWDQW�WKH�VHOHFWLYH�JRRGV��H�J��D�PRQRSRO\��DQ�DVVRFLD�
WLRQ�SURYLGHV�WR�LWV�PHPEHUV��WKH�ZHLJKWLHU�EHFRPHV�WKH�VDQFWLRQ�RI�H[SXOVLRQ��6LQFH�WKH�SRZHU
GHULYLQJ� IURP�WKH�FDSDFLW\� WR�H[SHO�PHPEHUV�PD\�EH�FRQVLGHUDEOH��DVVRFLDWLRQV�SURYLGLQJ� LQ�
GLVSHQVDEOH�JRRGV�RU�VHUYLFHV�PD\�EH�VXEMHFW�WR�VWULFW�VWDWH�UHJXODWLRQ�LQ�XVLQJ�WKLV�FDSDFLW\�

%,$V� WKDW� KDYH� VXFFHVVIXOO\� GHYHORSHG� LQWR� §HVWDEOLVKHG� LQWHUHVW� JRYHUQPHQWV¨� KDYH� HQRXJK
VWDWH�EDFNHG�SRVLWLYH�DQG�QHJDWLYH�VDQFWLRQLQJ�SRZHU�WR�WUDQVIRUP�WKH�GLIIHUHQW�LQWHUHVWV�RI�WKH
YDULRXV� JURXSV� LQ� WKHLU� LQFOXVLYH� GRPDLQV� LQWR� D� FRPPRQ�� ORQJ�WHUP� RUJDQL]DWLRQDO� LQWHUHVW
VWUDWHJ\��:KLOH� RQ� WKH� RQH� KDQG� WKHLU� SROLFLHV� UHIOHFW�� LQ� PRGLILHG� DQG� PHGLDWHG� IRUP�� UHDO
LQWHUHVWV�RI�WKHLU�FRQVWLWXHQWV��RQ�WKH�RWKHU�KDQG�WKH\�FDQ�EH��DQG�DUH��GHIHQGHG�DJDLQVW�DQG�LP�
SRVHG� XSRQ�PHPEHUVª� VKRUW�WHUP� RU� JURXS�VSHFLILF� LQWHUHVW� SHUFHSWLRQV�� ,Q� DVVRFLDWLRQV�ZLWK
GHYHORSHG�RUJDQL]DWLRQDO�SURSHUWLHV��LQWHUHVW�GHILQLWLRQV�DUH�QRW�SDVVLYHO\�UHFHLYHG�E\�WKH�DVVR�
FLDWLRQ� IURP� LWV�PHPEHUV� EXW� DUH� VKDSHG� LQ� D� FRPSOH[�SURFHVV� LQ�ZKLFK� WKH� DVVRFLDWLRQªV� RU�
JDQL]DWLRQDO�VWUXFWXUHV�DQG�QHHGV�SOD\�DQ�LPSRUWDQW�SDUW��1RU�DUH�VXFK�GHILQLWLRQV�GLFWDWHG�E\
WKH� VWDWH�� 6WUDWHJLF� DXWRQRP\� IURP� WKH�PHPEHUVKLS� LV�QRW�QHFHVVDULO\� LGHQWLFDO�ZLWK� VWUDWHJLF
GHSHQGHQFH�XSRQ�VWDWH�DJHQFLHV��(VWDEOLVKHG�LQWHUPHGLDU\�DVVRFLDWLRQV�PD\�EH�DEOH�ZLWK�VWDWH
DVVLVWDQFH�WR�PDNH�WKHLU�PHPEHUV�FRQIRUP�ZLWK�LQWHUHVW�GHILQLWLRQV�WKDW�DUH�HVWDEOLVKHG��QRW�GL�
UHFWO\�E\�WKH�PHPEHUV�WKHPVHOYHV��EXW�LQGLUHFWO\�WKURXJK�RUJDQL]DWLRQDO�SURFHVVHV��DW�WKH�VDPH
WLPH�� WKH\� DUH� FDSDEOH� RI� GHIHQGLQJ� DQG� HQIRUFLQJ� VXFK� LQWHUHVWV�ZLWK� WKH� DVVLVWDQFH� RI� WKHLU
PHPEHUV�LQ�UHODWLRQ�WR�WKH�VWDWH�DQG�RWKHU�H[WHUQDO�LQWHUORFXWRUV�

$V�KDV�EHHQ�SRLQWHG�RXW�DW�WKH�YHU\�EHJLQQLQJ�RI�WKLV�HVVD\��%,$V�DUH�FKDUDFWHUL]HG�E\�WKH�FRQ�
WUDGLFWLRQ�WKDW�WKH\�KDYH�WR�PRELOL]H�FROOHFWLYH�VROLGDULW\�LQ�GHIHQVH�RI�WKH�FRPSHWLWLYH�SXUVXLW
RI�LQGLYLGXDO�LQWHUHVWV��,I�%,$V�ZDQW�WR�EHFRPH�VWDEOH�DQG�HIIHFWLYH�LQWHUHVW�RUJDQL]DWLRQV��LW�LV
HVVHQWLDO�WKDW�WKH\�DFTXLUH�WKH�FDSDFLW\�WR�SURFXUH�WKH�FRPSOLDQFH�RI�WKHLU�PHPEHUV�ZLWK�QHJR�
WLDWHG�DJUHHPHQWV�RQ�PDWWHUV�ZKLFK�RWKHUZLVH�ZRXOG�EH�HQWLUHO\�XQGHU�WKHLU�GLVFUHWLRQ�DV�SUL�
YDWH�RZQHUV��,Q�WU\LQJ�WR�GHWHUPLQH�WKH�GHJUHH�RI�RUJDQL]DWLRQDO�GHYHORSPHQW�RI�D�JLYHQ�%,$�
RQH�PXVW� WKHUHIRUH� ORRN�DW� WKH�H[WHQW� WR�ZKLFK� LW� LV�DEOH� WR� UHJXODWH� LWV�PHPEHUªV�XVH�RI� WKHLU

�������������������������������������������������������
�� 1HJDWLYH�VDQFWLRQV�ZLHOGHG�E\�DQ�DVVRFLDWLRQ�DV�D�IRUPDO�RUJDQL]DWLRQ�PXVW�QRW�EH�FRQIXVHG�ZLWK�LQ�

IRUPDO�SUHVVXUH�E\�PHPEHUV�RQ�PHPEHUV��§FROOXVLRQ¨��VHH�DERYH��
�� $VVRFLDWLRQV�ZLWK�FRPSXOVRU\�RU�TXDVL�FRPSXOVRU\�PHPEHUVKLS�PD\�QRW�EH�OHJDOO\�SHUPLWWHG�WR�H[�

SHO�PHPEHUV�RU�WR�H[FOXGH�WKHP�IURP�VHUYLFHV��,I�VXFK�DVVRFLDWLRQV�ZDQW�WR�VDQFWLRQ�QRQ�FRPSOLDQW
PHPEHUV��WKH\�PD\�KDYH�WR�WDNH�WKHP�WR�FRXUW�



�� 03,I*�'LVFXVVLRQ�3DSHU�����

SULYDWH�SURSHUW\�ULJKWV�¥�WKH�DXWRQRP\�RI�EXVLQHVV�DFWRUV�WR�PDNH�LQGLYLGXDO�DQG�XQDFFRXQWDEOH
GHFLVLRQV�ZLWK� UHVSHFW� WR� VXFK�FUXFLDO�PDWWHUV�DV� LQYHVWPHQW�� ODERU�DQG�FRPSHWLWLYH�SUDFWLFHV�
7KH� PRUH� VXFK� GHFLVLRQV� DUH� §FROOHFWLYL]HG¨� ¥� QRW� §DSSURSULDWHG¨� E\� SXEOLF� DJHQFLHV� RU
§FDSWXUHG¨�E\�FRPSHWLQJ�LQWHUHVWV�EXW� WUDQVIHUUHG�WR�DVVRFLDWLRQV�UHSUHVHQWLQJ�DQG�JRYHUQLQJ
WKH�FROOHFWLYH� LQWHUHVWV�RI�EXVLQHVV�¥� WKH� OHVV� LW� LV�SRVVLEOH� WR�H[SODLQ�WKH�UROH�RI�%,$V�ZLWK� WKH
FRQYHQWLRQDO�OLEHUDO�SUHVVXUH�JURXS�WKHRU\�

,Q�DQDO\]LQJ�WKH�UHODWLRQVKLS�EHWZHHQ�%,$V�DQG�WKHLU�PHPEHUV�LQ�WHUPV�RI�FRQWURO�RYHU�SURS�
HUW\�ULJKWV��RQH�FDQ�ORRN�DW�VHOHFWHG�DUHDV�RI�GHFLVLRQ�PDNLQJ�IRU�ZKLFK�RZQHUV�RU�PDQDJHUV�RI
SULYDWH�SURSHUW\�WUDGLWLRQDOO\�FODLP�D�KLJK�GHJUHH�RI�LQGLYLGXDO�DXWRQRP\��3URPLVLQJ�H[DPSOHV
VHHP�WR�EH�LQYHVWPHQW��YRFDWLRQDO�WUDLQLQJ��ZDJH�SD\PHQWV�H[FHHGLQJ�WKH�FROOHFWLYH�LQGXVWULDO
DJUHHPHQW��DQG�FRPSHWLWLYH�SUDFWLFHV��%,$V�WKDW�KDYH�LQ�IDFW�DFTXLUHG�§TXDVL�SURSHUW\�ULJKWV¨
VKRXOG�EH�DEOH�WR�LQIOXHQFH�WKH�EHKDYLRU�RI�WKHLU�PHPEHUV�LQ�VXFK�DUHDV�E\�PHDQV�VWURQJHU�WKDQ
PRUDO�VXDVLRQ�RU�LQIRUPDWLRQ�¥�L�H��E\�VRPH�NLQG�RI�SRVLWLYH�RU�QHJDWLYH�VDQFWLRQV��2QH�ZD\�RI
GHWHUPLQLQJ�WKHLU�VDQFWLRQLQJ�SRZHU�LV�WR�VWXG\�FRQFUHWH�FDVHV�RI�FRQIOLFWV�EHWZHHQ�DVVRFLDWLRQV
DQG�WKHLU�PHPEHUV�� ,Q�:HVW�*HUPDQ\�¥�DQG�YHU\� OLNHO\� LQ�RWKHU�FRXQWULHV�DV�ZHOO�¥� WKHUH�DUH
YDULRXV�H[DPSOHV�RI�FRQIURQWDWLRQV�ZLWKLQ�DQG�EHWZHHQ�%,$V�LQYROYLQJ�ODERU�UHODWLRQV�DQG�WKH
WHUPV�RI�FROOHFWLYH�DJUHHPHQWV�QHJRWLDWHG�ZLWK�WUDGH�XQLRQV��,Q�VRPH�LQVWDQFHV�¥�VXFK�DV�LQ�WKH
FRQVWUXFWLRQ� DQG� WKH� WH[WLOH� LQGXVWULHV� LQ� WKH� ����V� ¥�PHPEHUV� OHIW� WKHLU� DVVRFLDWLRQV� LQ� JUHDW
QXPEHUV�WR�SURWHVW�DJDLQVW�LWV�DOOHJHGO\�WRR�FRPSOLDQW�SROLF\��)DFLQJ�WKH�SURVSHFW�RI�EUHDNLQJ
DSDUW��WKH�DVVRFLDWLRQV�KDG�WR�DVN�WKH�XQLRQV�WR�GLVSHQVH�WKHP�IURP�DQ�DOUHDG\�VLJQHG�FRQWUDFW�
,Q�RWKHU�FDVHV��HPSOR\HUV�DVVRFLDWLRQV�LQ�WKH�FRQVWUXFWLRQ�LQGXVWU\�ZHUH�DEOH�WR�LPSRVH�FROOHF�
WLYH�DJUHHPHQWV�ZLWK�WKH�XQLRQ�RQ�DOO�HPSOR\HUV�LQ�WKH�LQGXVWU\�E\�KDYLQJ�WKHP�GHFODUHG�§DOO�
JHPHLQYHUELQGOLFK¨� �JHQHUDOO\�YDOLG� LQ� ODZ��E\� WKH� VWDWH��2WKHU�H[DPSOHV�RI�SROLF\�GLVSXWHV� LQ�
FOXGH��VXFFHVVIXO��DWWHPSWV�RI�WKH�QDWLRQDO�HPSOR\HUVª�SHDN�DVVRFLDWLRQ��%'$��WR�SUHYHQW�PHP�
EHU� DVVRFLDWLRQV� ¥� H�J��� LQ� WKH� EUHZLQJ� LQGXVWU\� ¥� IURP�PDNLQJ� FRQFHVVLRQV� LQ� FROOHFWLYH� EDU�
JDLQLQJ�WKDW�FRXOG�KDYH�EHHQ�WDNHQ�DV�SUHFHGHQWV�E\�RWKHU�XQLRQV��$�FDUHIXO�DQDO\VLV�RI�VXFK
FDVHV�¥�RI�PHPEHU�UHVLVWDQFH��PHPEHU�EUHDN�DZD\V�DQG�H[SXOVLRQV��FRQIOLFWV�EHWZHHQ�DVVRFLD�
WLRQV�DQG�SHDN�DVVRFLDWLRQV��HWF��¥�VKRXOG�\LHOG�ULFK�LQIRUPDWLRQ�RQ�WKH�PHDQV�RI�FRQWURO�DYDLO�
DEOH�WR�DVVRFLDWLRQV�LQ�UHODWLRQ�WR�WKHLU�PHPEHUV��DQG�RQ�WKH�GLUHFW�DQG�LQGLUHFW�UROH�RI�WKH�VWDWH
LQ�WKH�FUHDWLRQ�DQG�UHJXODWLRQ�RI�VXFK�PHDQV�
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(QJHOV��)UHGULFN�������������7UDGHV�8QLRQV��,Q��.DUO�0DU[�DQG�)UHGULFN�(QJHOV��&ROOHFWHG�:RUNV�
9RO������/RQGRQ��/DZUHQFH�	�:LVKDUW��2ULJLQDOO\�SXEOLVKHG�LQ�7KH�/DERXU�6WDQGDUG�1R�������
0D\������
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